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The problems of our natiocnal econoily are ne.r 5o inextricab-
ly interwoven one with another os to make isolated treatment im-
possibleo

The early setting up under existing lspal authority of a
non-partisan end non-pclitical national cconomic planning agency
rust inevitably again come to be recognized as o necessary pre-
requisite o any orderly approach for the sclution of the com-
plicated difficulties “hich so sorely oppress cur people., I
feel that the information containsd in the followine peres may
prove helpful to those who arc sincerely and unceliishly seeking

the "way out."

lioward ., Coffin,




THE COUICIL OF JATIOL.L DEiERSE

by
Hovard E. Cofiin

ARSY INDUSTLIAL COLL L3
sept. 14, 1932,

lir. Secretary, Colonel 1¢ . in, Gentlomen of the Army Industrial
College:

. The Secrebtary in his letter to me suzrested thet I talk to you
about the Cunneil of kational Defense; the circumstances which led
up to its orgruizetion, its accomplishments, and its faults perhaps, in
the nericd 1916-1220 during which it was in active operetion.
The ilea of a Council of lational Defcnse, seemingly first came

before Ccnzress in 1910 or 1912, when an act "as introducsd but nct
passed. The final proposal was presented to Longress in 1916, and I
will Ffirst tell you of the circwiatances which led up tec 1ts enactment
into law. In sugust, 1915, about one year afer war was declared in
Burcne, the then Secretary ol the Navy, Josephus Danisls, conceived
the idea that it would Be well for the Havy Department (and let me
say here that I am very #lad to see naval officers enrolled here in
the Army Industrial College as a Very rood indication of the in-
creasing tendency of the services to éooperate) to have a closer con-
tact with the enginesrins and mamufacturing activities of the countrye.
. e took then the first practical step toward Hational ecomomic planning
and the industrial mobilization of the country for possible participat-
ionm in the ‘ar. Herealized that it would be a good thing tc have the
technical and manufacturing groups cf the country more fully informed
es to the iavy's problems. 50 he sur - ested to eleven of our Raticnal
engineering organizations that they each select by some suitable
means two men to form a part of a civilian "iaval Consulting Board
Some of these organizations, whether at the Secretary's sug estion or
by agreement arrived ot hetween themselves, decided te melze this
appointment an elective honor. So the memberships voted for men
nominated and in dne course of events twemty-two men were chosen to o
serve under the chairmanship of vhemas L. #discen. Dre Iutchinson, then
actively engaged with kir. idison as an as:-istant, was also appcinted to
the Board. There were thus twenty-three enginesrs and wcble business
men connected with the sanufecturing jndustries in this technical group
captained by Thomas A. idison. Mr. .. Lesaunders, oi tle Ingersol '
Rand Company, served as Vice-Chairman and Thomas Reobins as Secretary
of the Board. ‘

The first meeting of this organizeticn was hsld in October 1915,
At that meeting the Hoard -as divided into ccmmittees, each headed by
s selected cheirman, to deal 1/ith the verious subjects we then, in
a sonmewhat primitive way, visualized as the problems befsre the country.
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I happene:: to be on the Pacific Cosst at that time and did not
participate in this mecting., A wire ITom . Te robins notified me that
T hod heen mede chairman of the "Commitiee on Prodvction Organization,
. anufacture and Standardization.™ . I took this to mean a ~unitions
Division o the Board's work., The members of this Committee under
my Chairmanship wrere Fessrse. smmett, of Leneral FElectric, Thayer of
Anaconda Copper, saunders of Ingsrsol Rand, Lomme of estinghouse,
Robins of Robins Conveyor Selt Company, and sddicks, a consulting eng-
ineer of lew York., Iumediately upon my return from the =west, about the
first of December, I called a meebing of the memders of this Committee,
having in the meaawhile wired secretary iobins to o™tain for hhis
Committee's purposes such deta as was availabe relating to the con-
trocts then existin: between the .ar and =avy vepartment!s technical
and procuremnent d1v151ons and the industries of the couﬁtry.

To tell you the truth, e were quite astonishel when we wmet in
December. 1915 to find the lack Ol-ehLCLIlJS-QOﬂbaPt ~= perhaps I '
should say the lack of e sctive informetion -~ on the part of the
"overnment writh regard to the technical znd manufacturing sides o™ the
picture. Aftor e preat deal o discussion it seemed cbviocus that the.
First ei ort loikiug toward any orderly mobilization of the country's
resources. must be some form of inventory to ‘determine th: fecilities
we hed te work with and how they might be organized and aphlied to neet
the problems of the i"ational Defense, Of ccurse, trat decision was a-
very logical and easy ome to make; it did not cost us anythiag.

It was like working out some very expensive:. mechaniss on thé drafting
bhoard; it was somse satisfacticn bvt it did not get us on with thé
jcber bo the question of the ways and reans LQr doing this un-° s
precedented thing became a very llfe issue. -1, cane down and dleUSSed
the situation.with the Secretary o: the avy.; The first concl-sion

was that the havy Department, having crested this Beard, .could divert
sufficicnt funds to set up the mechanism t2 ce rry on, tmws courtry-
wide inventory worii. .-e did not get far, no~ever, H°lhre e ran intn

ons of those obstructions with which you ars so: faﬂ:Wi"” - where a
legel advisor somewhere along the line decides that a perticular
apprcprlatlon cannot be utilized for even some very essential purpose.
Later in t e month of December 1915 it became cbvious that we were
‘zoing to have to find some other jeans ‘or financing this rather
stupendous undertaiing. : : '

There were then in the country more than 30,900 maﬁuchtwrin@
concerns. doing a business of over -.100,000 a year. 5o we raced the
problen of inventorying these concerns and 2 -tulating all the special
information the departments mi~ht nesd to know ebout 30,000 potential
sunition manufacturers -- the financing ol this werk not to be done
by the Goverrment. Our next nought vwas to discover 01v111an “channels
throuvl."hlnh this job mizht be done.. This brourht us to the patrictic
-enlistment o: ths men who could best make “these inventoriss end brlrﬁ
together this highly technical 1nlormat10n;-!namer, the engineering:

ateraity o7 the country.
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To make my story short; we called together the Boards of Governors

of Iive of the largest National engineering orranizations, Civil,
tiechanical, Blsctrical, Chemical, and Winingy and after considerable
discussion and several meetinzs enlisted their membership, totaling
some 36,000, for undertaking this work as a patriotic scrvice. Je
decided to organize along geographic lines and sst up in each state

a committee of {ive, one from each of these enginesring societies;
these forty-eight subcommittees, under the general "Comittee on
Industrial Preparedness" as it came to be kuow, to be r:sponsible for
the orranization of the states for taking this iuventory. Of the
36,000 engineers in the membership of thess crgesnizations nearly
20,000 participated in the works All financing was done by the state
committees, and I suppose there was actuslly expended somewhere in the
neighborhood of & half million dollars, and some millions of dollars
in the time and devoted effort of the ablest engineers of the country
(had the Yovernment had to pay =t the usual rate 2or such expert
service).

T do not kuow how many of you are familiar with the form of
inventory then used. It is of record in various hearings, eand the
viar Department itself has some 20,000 of these completed documents
stored away in the fireproof comtainers in which they were shipped
from ilew York under guard to the Department in Jecember 191G.

This work was prazctically completed by Uctober 1916, The ar
Department assigned five able officers to th. werk of tabulating and
classifying the inventories under reneral headings, such as Urdnance,
Small Arms, etc. General Uouglas :icArthur, now Chief of Staff, and
General U. Co. #illiams, lat:r Chief o Ordnance, were members of
that rroun. The work was done in offices donated by the Lngineering
Society Building in New York, at 29 vest 39th street, The immediate
direction of the inventory was plcced uander ~r. -alter 5. Gifford, who
wes then chief stabistician of the smerican Telephone ¢ Telegraph
Company. Lt happened that General John Carty, Vice=President of
the Ae To & T .. was then pr sident o the American Society of
flectrical tngineers, and it was at his suggestion thet Iir. CGiftford
was released for a year and his services donated by that Company for
th: work on which our committee of the Board was engaged. You willhear
more of ‘r. Gifford from me later on. This was his first appearance
in the Fational picture, - as director of the iaval Cornsulting
Board's Industrial Inventory of 1916,

I might say a word as to the manner in vhich this work was
carried forward, America had not taien the ‘ar very seriovsly up to
that time. Industry in this gountry -was busy about its cwm a:.fairse.
There was very little realization as to the part industry must play
in th: war and a general prevalence of the idea that, since the
conflict wes in Zurope three thouscnd miles away, the most advantageous

hing to do was to sel]l the allies something to fi~ht with at a price
that would show considerable profite
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The idea that America itself was -oins to be sariqusly:involved in
the affair hsd,not yet daimed generally- on the people of ;this country.
~o *here was & ~ood deal of.resistance to any intsrference .of .ovsin-
mental agencies:in private industry, end a tendency to 1ook upon the
Inventory as just «nother one of those both.rsome. things. - There.was
a lack of apsreciaticn as to hat it was all about,. as nell as of the
importaice of the WOril ' ,

One of +the Tirst thisnrs, thsraiore,.tuat e hod teo do was to
sell t ¢ contry on the au :t: e of and necessity for this undertak-
ing. To do this we built up & very effective and comprehensive
educational backrround, - We occzlled together, at a luncheon I gave at:
Delmonico's in lew York, and enlisted for szrvice, ahout eighty men
1o controlled the news distrituting agencies or the: corntry and “ho

hed in their honds the mouldine of public opinion. W prepared letters

addressed to ths business men of America which we toolz.to the White
“ouse for rresident ilson's signature. I mi-ht say here, that in all
this formative period of economic planning, 1 do not reme ber that
President ilson ever chanred by the dot of an "i" or the creossing
of a "t" any commnication talen to him for sirnature in connection
with the work. e was:sincerely interestec in the effort and loaned
his assistance in every possible way. - feither then nor later do I
remember that he ev:r c.sked thre polﬂtlcs’b--;hj?'-n prO“OSPﬂ o
ﬂpo"*nent in corn§c+101 with this © ’ :

I

Thé.nﬁ"spaﬁers ere asied to donate space in FOLY cuw81wer?b1e
amounts for carrying stories as to the necessities of th: situation
and the meens being teken to meet them. The crtists oi the country,
such as James iontgomery.¥lag , Fencher and cthars of that calibre,
trenty or twenty-five of them, were rotten together for & dinner at
the iotel istor and told that we desire. them to trenslate to cenvas
within thirty deys their hest counception o a visual apnpeal to the
neorle of the country for support of the work of Industrial Prepared-
ness in anticipation of a pcssible great national emer gencye.
first one of thése pesters I imacine you all remeiahsr. it was by

Tam.s Lontgomery Flasg - I have in my posssssion the ori imal ol
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s & heantiful painting- ol en armlﬁss fiorure, the Venus
de ilo, with the imericen ?1a' draped a2bout it with the significant
words "irmless” underneath. Zerhaps I should slso say that the
‘ress iAscociations, the AssocL ted Advertising Clubs of the .orld and
many _abtional advertising organizetions wsre enlisted in this cam-
paign, all upon -a Uatrlﬁtlo and volunteer besis

The sizn voard ere rotiten togetho 'To wign hoards, that
is outdoor aanrt_ulnﬁ 7 s from cotst to ceast, were also
donated to-this campeirn, uewspaper space given to tjﬁ puklicity or
educational .program. of the Comaitties on lﬂdustr1¢1 -reparcdness, given
frece of charpe, smount:: to somewhere hetreen one aad two million
dollavs. Thess firures vere compiled by ir. Crosvenmor Cla rliison who
served so srfliciently as Seccrebery and U“blicity-Director Committee
of the .aval Board and later as secretary of the Council of w:tional
Defense.

paintin~., It
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Upon iir. Gifford's retirement at the time o” t' e srmistice, iw.
Clarkson succeéded him as Director of the Council end served until 1920
when, through lacik of appropriations by the Farding administration,
the actxvitiss of the Council unfortunately ceased.
ie had thus the combination of practicslly all the nsws-trans-
mitting arencies of the country aligned upon a nonnrofit, petriotic
basis for the accomplishment of the purpese in hand. 1 doubt iS even
during the ar, under the Committee on Public Infcrmation set up
later, there was any nore comprehensive cooperation or any more unity
of purpose and partiotic efort then during this inventory campaign
for the benefit of the srmy and Novy during ths year of 1916.
will not ro into th: details of the for~ o:i inventory used
ecsuse thet is, as 'l heve already said, o rscord. Itiiwas a very
comprehensive thing, goins into matiers oi the nationslity of the
mgnuiactursers concerned, details o their squipment, etc., -- every-
thing the War and sdevy mirht want to know about any concern supj ying
material vitel to the :ation's security in an emergency.  These
inventories rere classified by the five ofiicers already zeutionszd,
and tabuloted on cards such as are used by the Census Eureau.
I should explain, perhaps, before leavinr the :aval Soerd
activity, that there were three prime objectives in its program: first,
the inventorying oi the country's resources, getting the production
facts and classifvins them; second, the educaticn of these industrial
facilities to undsrtaice any progran the government mirht reguire.
e assumed we had time for the orderly development of this scheme.
The idea was to provide by law for the placing, without asiing for
bids, of smell "educatiownal orders™ writh a view to bringing  inte
the ar amd . avy Department's spheres of sypathetic contact a vast
mber of manufacturers -sho had had no previous knowledce ci or train-

ing in govermment supnly <nd munitions work,

‘merican production of the materials of war was then restricted
to 2 very limited field; the arsenals on cne hand and the manufacturers
such zs Zethlehem steel, Taldwin, Savage, etc., busy on 41lied orders,
on the otlsr. The great mass of /imericar industry weither hid con-
tect with govermmental nroblerms nor knew aything about the munitions
husiness. They -rere not even interested because they leokad upo
rovernment orders as not onlv unprofitable but more or less flavored
with political influence and, in general, undesirable, Ths third
najor objective of the Faval Poard's progran had to do with the huvman .
equation - with our skilled mechanicse. ‘e had seen the disastrous
expericence of &nrland, in somewhet lesser degree of rance, ani even
in scme measure of Termenv -rith gll hor years of industrisl preparat-
ion for war. e had seen sudden calls to arms, whether by volunteer
or by draft, breal up the highly treined tschniczl and produciion
organizations built up by industries over a long prriod of years.

It seemed an zcute daizer that, in thé event of our call for a volunteer
army, which =as all we were then daring to consider, a large nmher

of the most ag-ressive and most able of the skilled executives,
technicians end irorkers o  the country would rush-into the service .
and be thsresifter lost to the highly specialized processes of rwnition
production snd the making of other sup:lics necessar' to the ar and

Navy Departments.




So’ the third point in our industrial preparedness pregram ias
& classification of persomnel, - especially the skilled technical
personnel in all of these industries, = with a view to leeping vitelly
neecded men on the job and preventin; their being drofted or volun-
tarily entering the firhtins services. e thus in 1916 developed the
nlens for holdin; executivss, toolnekers and other siilled technicians
on the job. You remenber tha® the toolmaler scon became the much
sourht after artisa: because it was upon the toolmaker of the country
that the prodnction of =1l jigs, zauges, and highly accurate product-
jon machanisms depended, -ithout jigs and “euges throughout this ramifi-
ed field of industry, cuantity munition production was impossible.

This was peculiarly true in this country because of the fact that we
haed so extensively develored cuantity production by :achine tool
methods.

In the course of this wori, as Chairmen of the Committee on
Industrial Ireparedness, I came in contact -vith two men hare in
mshineton worling undier th2 then Secretary of war Garrison along
o closely related line. It may occur to you from whet I have been
saying thot here was an activity set up by the hecretery of the davy
for the benefit of the Lavy Jepartment which had alrsady transierred
some Teasure of its allections, if you lile, to the .ar PDepartment.
Trere -rere rather obvious reasons for this. fattleships obviously
cannct be improvised overaicht or a flest cuicily augmented, and the
fevy is thersiore, constantly more nearly on & service footing as

the first line o defense. As soon as we bagan to Study the needs of
the two services it beccme guite ohvious that while the ilavy Jepart-
ment wonld benefit preatly through accouisition oi this industrial
infor—ation, and the execution of the program based upon it, it was
really the srmy thet rsquired the maximum a:smount or attentioi.

The two men I mentioned, Dr. lellis Codfrey, then presideat of
Jrerel Institute, and Dr. ienry &i. Crampton, had been working with
secretary CGarrison in the enalysis of the government's probable rasr
metsrial necds and trecing sources of supply. They had drawm up a
series of charts which carried munition netsrials dowm into geographic
sources, ‘th- whole ides beins to ietermine 2 policy in the event of
an interruption of our sea-coing traffic and to safepuard production
in the event of any such emerrency. You can see that this activity
fitted in very closely with the work which my cormittee of the naval
Board had initisted. Close contact was thereaft r maintained hetween
these two lines of strdye

%y the spring oif 1916 all of us enrarad in this work had realised
thet there was a very great /eainess in our ~o7err ntal mechanism in
so fer as any continuity of prorram and long-disteance planning of our
n-tional economic af. airs was concerned. .e perceived that. if+all, of

this worl of the Lormittee on Industrial i'reparedness was to be made
of continu~rr efect over & poriod of years some responsible agency
must be.set up to adequately "carry on." At that particular time the
policy of the Administration was ons of "eepin~ us.out of war."
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50 there waes a distinctly peciiist attitude. Ifons of us, of course,
could foresee the events ~hich led to our decleration of war. e
were thinicding rather in terms of a continuing cconomic need and hile
we had the possibility o7 war in mind, it was a remote contingency

nd did not seem pressing at the moment. We did, howevsr, sense the
complete lack of any Qconqj;i plannine agenc;” in our scheme of govern-
ment and we got our hsads together to sec what misht e done alout it.

"7 You caen readily vosuslize the difiienlties of the situation.

ie hed on one side the indus'r%t1 or civil forces, including the product-
1ve capacitizs of the country, ths forcss ol putlic oninion, and all

f the other agencies whlch I group under the term "ecivil forces”

and which obviously must be orgu ized if they werzs to be made effcctive
in any "time of need.” We hed on the oth'r side a group o” executive
arencies vhich hed grown up during the liie of tis nation, some of them
represented by executive heads knoim c¢s Cabinet memburs; othoers of
an independent nature, some of them dirsctly responsible to ths
T“resident. w0 /e has the civil forces om thie one s5id aﬂi the executive
auvthorities on the other, all to be coordinated liie a football team
to insure success in any concerted .aticnzl evercency el ort 14
was cobvious to all of us that tli re was just as much need ox or;anized
coordinstion on the one side o. the picture as the oth:ir. &£lso that

&

-ve must provide e "clutch™ for liniing the civil Porces diresctly to

the executive p ~;ars. Ian no cther "ay could wwe hope for an efective
and speedy det:rminetion of issues and actions with avoidance of
disastrous celayse.

This then was our problcm. How could e set up by law an agency
SOUﬂd in cheracter, a commission, if you like the term, which cculd
enized civil forces into an iiately eff ‘sobive oc1tact
with coordinated executive au hority. 1 - obvious that ony s B
“Givilian charsctsr in order to hold thé-conPlde 1ce
cooﬁg?llﬁzﬁrgfraﬁ_indvstrlal and democretic peo~le

of w*dely diversified interests. It was scually obvious that 1f any

’1thout executive po: Br it we uld be

ue nL tl_e. Tt was even mo: & obvwous that

ere svt vv 1t1 i“”GPD“Qelue a

it would im tely come in conflict 1 the
normzl aren executive governaent al‘ sady functioning in the
everyday conduct of the nation's aLfa rs. The solution seemed c vary

difficult onse.

There are perhaps e hell dozen preposals now before Conrress for
setting up -conomic Councils. One of thess, introduced by senator La
iollette, sets up a iational ..comomic Couicil, 1%t can herdly hecome
ef:ective beciuse it abtempts to combine under this st:tuts many of
the executive authoritiws already in existeice and cotively >tion-
in other brru f the govermment. it his also Lzen proposed
to add [ive new wmembers to the cabinet, sorving without portiolio ani

ressorsibils for national economic planning, a plan certain to be
rartisan, political end unworkable.




T think I have riveén you the picture of our problen as of
Aupgust 1916, There was. then pending iun Lonrress the army aparopriat-
ion -ill, later passed ~uzust 29, '16. .e were particulerly inter-

ested in this iZct because we iere hringins into being for the first
time, unier one provision ol this ©'1l ond in a somewhat camouflared
way, the procticel apnlicetion of "industrial planning" on the part
the 'er Depertment through the plecing of “"educational orders.”
T refar hf ain to tiet problem of setting up an apency fer
8LL€G+1V61V ormani: ing the civil ~orces om the one hand, J01
i end insurins the

alu«chf 4 : uh the e‘ecullve a”uno s

cooneration tnf coordinet rovwrnmenmal excoutive agencies - on
the other. /e finally hit upon the plan of associsting the executive
heads of the PCVuxﬂmunlfl dencrtwen*s throx"u whet we called +the
"Council of Jrecutive Informstion.” Seven Cahinet members, Treasury,

ar, -avy, Lnterior, agricultursz, Labor, and Commsrce, composed this
icers sat ex-officlo. “thus, when in session
i 5 for 1t~ moment and bscame meubsrs

Council in which these o
“they ceased to be Cabiuet ofl
of the Uouncil oi Ixecutive information. We then :ttached to This

Counecil, by an a -endment to the .rmy appropriation bill, the "elutch
of the rachine,” - 2 growp of seven expert civilians or able brsiness
men who were designnted as the "idvisory Commission of the Ccuneil”

and nade resnonsible for ccomomic planning and the marshalling of the

civil reso rces of the country.

The Council itself, comnose of Cebinet memh:rs, was the arency
through which the .xecutive Jepartments vbrﬂ actively cooerdinated,
and through which the rccormendntions of the Advisory Comzrission
were given executive ! Frar abceﬂtalc bv the Corneil, ‘e conld

noet then conceive of a mors aurlot means of mcafll' the mt"on'ﬂ economlc

even Vut dev'aed a hetter

pla "‘g Drob16ns 1y one
method. I am dowotLﬂl in v1e” of the comrlexltles, red uanv,

Siovmess ol tie normal chennels of government, whether a more ef ective

plan can be devised.

e heve on the one si
and th authority to effe

, through the Commission, the ahility
ively organize the civilian activities and
hralns/on the other the powsr to translate the conclusions or recom-
mendations of this c1v11 nlanning arency into immediate execvtive
action through a Council composed oi sevel memhers of ths Cabinet and
under the immediate direcwt ion of the President himself. ‘e have thus

ide
ko

~
19

atic COHtWCu batween the 01v111

’sory Com,ls°1ﬂn, ”nd

Ly rOSﬂ0n51v and
oounirv h°

CUu]Vb svac o Lbe rov rJront repr: sert by t1= seven “a%"pet

or nearly four years these two groups, the Council of ational

Defense and sdvisory Commission, met at such irecuent intzrvels as

were necessary, either on call of the Director or by understandings

They met repgulerly twice ¢ week during the war period of stress. It

was not inirecuent for the Director, on an hour's notice, to dall

a joint meeting of the tvo groups, the onre reprosenting th: coordinated
iy

civil forces of the country end the oth.r the executive avthorlty. The

ﬂauw ns of Lhu 01v11 Comm1s31on 1reseﬁed 1n due orq to t1°




43;-:”1 51tL1P~ 1qcer t“c cha Jrnanshln o. the %-*y of ar

.t the execltive mlll,

U

wenu, 1r &Cbepth by the Coumncil, 1nnc 1au@1v in

It Was not unusuval that 4he.3523bt 2Ty of Wal;‘%hé presiding officer

of the Council, mirht leave the joint meeting with a recommendation of
the Advisory Comnission, go to the “hite house, obtain the Prssident's
reaction, snd roturn to the chair. This shous cTn“rWy low culckly
responqlfe to the emergency needs of the monent this se L‘UP WES o

few minutes aro 10 seid tnere wrere to have been seven memhers of
the COuﬂbll and that it was to hsve heen called the "Council of
fxecutive Information." This was then intended to be a planning -
e fact~finding, and a recommendins hody which, ovar tihe period of
the years ahead, would study the problﬂms f the :ational security

: 4 3}
and welfare, - dealing particularly ong 31 ;tapue views and policies

chat micht lie outside the normal daily routine oif political govermment.
It was to nrovide the verhaq1sm or vph“cle uhrov”h lh1“h -atlonal

nroolu“s, nollcwes and'pla

nonpolltlcal 00u51uerat1o? a;

exscutive autlon ﬂlmh* be OOualﬂeu. You

po~er1ul a"ency of leau rshlp thls then vas an could continmie to be
b0uh'v1%h-%n{-ﬁéaiﬁ and with uOQ“rebs. “Eere kaﬂgﬂf'éééﬁbmiﬁ.plannlng
group (the ¢dv1 sory Commission) wwith no axe to grind, vhose stated
duty was to "coordinate the industries cnd resources for the lational
security and welfsore," and, to use the broad phraseology of the azct,
"for ths crestion of relations ~hich will r:nder possible in time

fur your elves what a

of need the 1mweu¢utc concentration and ut111meion o: the rsovrces
of tk nation." :e could not then conceive of any combii n of
words within one seﬁuence that would ¢ roaer nlaniet of authority
for unaert kings related to e sati sifara. I . -
doubt if unyoiézhLvéEf}ﬂ;ﬂnllﬂ.11uh uh me 2 f vords, draft
a clause which VYonrress will pass providin® a wiler euthorization.
This act was passed as I have indicated as an amendment to the
Army npproDViation Bill<on _wupgust 29, 1916, with only two changes --
one before went to Congress and one by Uoncress itself, The

it
first was the omission of the becretary of the Treasury from the
Council, If any of you gentelmen can conceive ol seftting up a

planning agency for the furtherance of the "ilational security and
welfare" without including the Treasury, you have certainly diffsrent
ideas than we then had. 3But it heppens that in the crezation cf the
Departments of the Government the Lreasury had precedence over :ar

and iovy. £lso at this porticular moment the then vecrstary oi the
Treasury hat been criticel of the ‘ar and «ovy Depart-ents in con-
nection with the war nrocrsm.

Anyway, when the bill went to Congress it imcluded six Cabinet
members only -- and the ar and navy vJepartments heving been originally
created as a department, the S=crebtary of ior becamé by precedence
Cheirman of the Council. Had the Secretery ol the Treasury besn indl-
uded os originally intended,h%nd not the Secretary of “ar would

have bscome Chairrian or Fresident of the Council.




The second chanrc was mede by Longrsss itself. Our legislators
at that time were thinlking along lines of dc¢fense and you will remeuber
& great deal of criticism just then to the eifect thet the administrat-
ion wes not making adeocuste provisions for any war emer/ency. 0
when this proposal ceme before Lou'reos under the title "Council of
Bxecutive InIorMutWOn t+e nase w7as changed by it to the "Council
of National uelense.- This as unsortunate bacause there thus beceme
tagged with the label of war and defense an institution thet was in
reality set up for continuous peace- ~time szrvice as‘a comprehensive
planning egency or covermment. The Secretary of War has well said,

n the fall of 1016, in a speesh before the Cleveland Chambecr of
Commoru . "1 recret this neme has 'defense' so prominéntly-in 1%,

acs e decided on the 'Council of

uxecubive Iaformetion’ o o o o .8 SeNl that dovm ‘o Con-ress end they
- provided hy 19w for a Council of Hetional Defenss. .nd they are. to -
"have an ..dvigsory-Comaission of citizens aprointed by the President
because of their veculiar ewminence in and understanding of the

but when we were ilSCUSulP°

commercial undertaiings of the notion."

Thus we nhave here, set up by legal statute, the beginning of
vational Lconomic planning in so far as our day is congermsd. THow=
where cen be found a more dire~t im aplication as to the broad scope
of the duties of this organ: ,mulOP than can be had from Presidemnt
Wilson's simple sbtutement at the time of the passage of the act,

we said: ' ,
"ihe Council of .ational iefense hus been croat d because the
Conrress has realized that ths country is sst prepared for war

ly prepared for peace. from an eronomjcal poﬂn- 0. view
there : Jgff‘TT%ITF differenc oe between the -7 maechinery requ1red
for commercial efficiency and that re quired for military purposes.
In both casgs the whole industrial mechenism must be organized in the
most 6. ective ay. Tpon this conception or ‘the etional ol welfare,
the Council is organized in the words of the act IOT "the crsation
of relations which will rem’er possible in time of need the immediate
concentration and utilization of the resources of the lation.'

"The orgenization or the Council likewise opens up a NeW and

dﬂrect channeW OL ccamuﬂluation an.. cooperation betwusen bﬂswness
Fic men ano a1l de pa “tments oi tie overqment, and 1t is

and oule
hoped Fhet it will, in anuﬂtlon, “Tecome a rellying point for civie

bodies working “or ths hetional defense.
The Council s chief functions are:
11, The coordination of &ll forms of transportation and the
_development of means of transportaticn to meet the ﬂllltary,
industrial, and c ercizl needs of” the Hatione
"2, - The exCén51on of the 1ndlstr1a1 n00111"5ﬁfxmfﬂorh of the
i ttee on Industrial I repare'ness oL The taval bonsthLng
BN Lomplete 1nJormat10n'§° to our preseit menufacturing
and 3roducln° ‘facilities adaptable to : rysided uses of

modern warfare will be procured,analyzed, and mede use 0ofe
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"One of the objects of the Youncil will be to inform imerican
menufacturers as to the | part they can and must play in “ational
emersency. It is empowered to establish at once and maintain through

ubordinate bodies of spL01sll* cuali fied- purgonu and QUYWll Ty

organ vatlons oomnosed of men of the 16 best cre atrve apd administrative

capa01tv, crpable oi mob11121ﬂ@ uO Thie utmost thv resources cof the
country.

'The personnel of the Council's advisory members, 39301nted

ﬂLthout regird to Dﬂrty, ﬂath %he'entra ce

n DPbllC matlﬂrﬁ nd

bé;f sp 01a1Lsts in their “;pe ctive
In the Dresent 1nsiam°e, “the time of some of the members
‘of the Advisory Boerd could not be purchased. They serve the povern=-
ment withcut remuneration, el iciency being their sole objsct and
Americenism their onlv motiven” R

You will notice thot ths Fresident himself chose to cuote from
the Act the cne séntence he considered & broad authorigzation to attack
any problem that had relation to ™the dational security and relfare."
You will remember also that in the phraseology o the Act this significant
statement of pnrpose apnears in the opening paragraph: "That e
Council of kational Defense is hsreby established fcr the coordinat-
ion of industries and resources for the watiomal sscurity and welfare."

This statement of objoctive plus that abovs guoted by th

re the only authorities nseeded throu hout four long

President, e
years of active oP-rLblon dvrln the most critical emerweucv ‘period

in the hlstory ol this countrv Ther was not tne S1l’htu8t question

as to - uhlS avtnorﬂty unier 1hich uh= Council and Commission lnnctlon—

ed bLecause it wes then con51anred oroadly adequate,
I leave this thought 41t‘ you as it bears upon the attitude of
the present administration towerd this statute which is still in full
effest., Ths: Council is still a going concern as you will fiand by
refsrence to the lost Congrossional Record. On page 345, (77th
bOP”TGSu) we find thz words: "The Council of liational Defense, Room
2046 Iunitions Fuilding, Telephone .iational 2520, Br. 1021," consisting
of the six cabinet members named in ord:r = also the name of the
Council's Secretary. On page 475 the serious duties of the Council

are expressed in brief and here again we find ouocted th: "meat of the
cocoanut™ from the Act. "The Council of Hational Defense composed
of members of the Cabinet is charged by the Act of august 29, 1916,

among other things, with the cocrdination of industries and resources
Zor the dational security and welfelre and with the creation of relations
which will render possible in time of nsed the immediate concentration
and utilization of the resources of the nation. lio appropriations have
been made for the Council since the [iscal year 1921."

Cuoting still from the :sct: "The Council of Lational Defense

shall nominate to the President,and the President shall appoint,

&1
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an advisory commission consisting of not more than seven persons,.
cach of whom shall have special :mowledge of some industry, puvblic
vtility, or the development of some natural resorce, or be otherwise
specially oualified, in the ooinion of thé Council, for tlie performance.
of the duties h“relnaf* :r provided.' '

fotice gartloularly the mandate of Congress that the “Council-

hell nominate" and the "President shell appoint.”  hy has not the

PTUSth adhinﬂstratlon nat the obvious i#ational need for comprehensive
economic plannln un er ncnpartisan and 001~1denc='1q301r1p~ leadership
in sccordence with this alrsady existing mandate of the Congress?

The 192C hearlnﬂs of the Lecond Deficiency 3ill contain a prcphetic
statement by kr., Trosvenor L. Clarkson, then Dirwctor of t“e Council.
iie says: "I repaab that thers is. nothlx no ¢ needed ¥ either by
Government or business, for natliona defense or for e ﬂ*C bOﬂaldurat-
fons, than che corre.ation and inte rnrbuutjon of th- Figures of our
indvstrial orodvecion. The b451 deral problems of the

Future in this coi 1tr; are ' thﬂv “cennot he solved
without not only the

sentient interpretation

of the -facts which makes uher dyqarlr and of practical use. It should
be obvicus that the Council, as the larcest 1nueraepurxmenua1 unit
under the gevernmsnt, and becanse of its intimete and cordiel associat-
ion with husinerss durines and a’ter the war, is:the logical and proper.
place for this worl, net only for the purposes 0.7 the business -world,-
but for the puruoses of the rational deleunse o o

‘uina11y if the foregoingm mat ers, tnnn /hich none are more

'3“51‘?5;71‘ ple in bh1o goupfryz are not trons-

y The Council, which is “the arency aﬁfh??lé'd‘By

i
LLLI oS

v;gal to uhu ij

slete thom, wq re under the government

Bgﬁta dh cafJ-017
TTTTTIE seems to me th
agency o governmant, the real foundation of th: ar Department's
industrial planning sctivity and the initiation of a farreaching

nationel economic prorram. We find here a well-tosted and proven

at we hsve here in the cremtlon o’ this nuw

~es°1bl emergency ﬁuéOﬂ)lTShnﬁnb vhlch ml

have been advantare during hu pc it MHH%HS of
our economic Grisis. §~Iw:ib;}tx}:}i;».%ﬁre is discussion and
pressure as to the need for ccomomic planniny in this country. ‘e
are h.aring much ahout the Husdﬁ- sctivities in this direction. e .
may think ol economic plannin~ as of the lictation of o "iar Industries
Foard" or of some radical progrsm under which industry may be nation-
clized and the individual fitted into his particulzr plece whore by
rule he can most effectively serve. That sort of thing is repugnant to
our conception of industrial opjnortunity anc of free government. But
somewhere betieen the extremes of our heppy-zo-lucky devil take the
hindmost, unrestricted cnd nov destructive competition which we have
through enti-trust.statutes heen fostering in industry (to our presen
very disastrous experience), and our popular understsnding of the
drastic Russian scheme, we must find a middleé course which will: bring
the necessary beneficiel results - results far in advance of any that
could come to a people of our temperament under the more rigid plan.

agency oif *ht very vell

‘%11

<t

@ ; CI‘

i




I héd tne pleasure lust winter of spendiny & month in contact vith
golonel Hugh Cooper.who is handling tiae vest Russlan proj:ci-at tae
Droivfer » Dam. Here & city for 250,000 innebilunis is to be built
far facilitating the application o: the pover developed 10 tie vltiwte
surposes of tie Soviet Government. His view of the Russian situation
is o verv interesting one. Vhile the Russlcus  jay not sccommlisih a1l
thev are setting out to do b -caure of the lanr-gan 1turies of nrecedent
and « t00 radicul "c.ur_zl of their economic experience, it is obvious
that we may W wrafully observe their pro: end lesrn sdne velu-
sblée lesson thrrefroa.  Colonel Cooper feels th:t the "five yoar!
nrogram 1is proerSSlng in & very meboricl way end t-ol tiere wre ablo
and fonetically potriotic men at tna helm o wratt cconomic:
endocvor in thet country-of such vast potenticl poceibilitius.

The Councll s dutiss cs iut. 1\rutp€ by tinc members of Dot
Council =nd Co=nission wers in ~eneral two-iold. notac ons h.nd
wi.s the noédad FS:Vllll 0f ths littion's wl_eT resdurces oranized
bv indust i 35 e On the ot? thers werc millions restless _eople
T, CDnIluCﬂCu at.intad

.yA_glixigigg. ' hi: wvist
1.5 Oobviously b.-st Lccomnp-
lisaed througn - . . long g;ov:ajdic lines.

Waere legislo not in session in .lay 1217, ot tae tiag
of the r quost by t’ fedor.l Council of Litidnel Dedense vl ecch
State crecio o it such Councils were sct up by
Dxecutive cuthoritye LShgs throush thd decentrilise. Ste as' Council
acthod, tho ontirs country-—- oll the woy CO¥ wn into its couniy wnd cven
its most remdte corwmity units. —— Ww.s w ldod into o culcikly wnd
effuetively rosvonsive torm work, for cn intclligen unit;s o cciion
in the Fotional interoste var before in Amcrice hol vhsre boen gven

romotely cttempted so comprenensive wn orgnisttion for tus n:.vion-
wide disceninstion of devendible inform.tion for ih: 1 intonence of
our weonle’s eoaafi doiace end moraloes end for tiin dirceclion 21.C0 =
munity thousht :md cevion «Llom; consiructiva linmes fOr tac €O.1101
public goods The succoosful cchicvomenis 0% tiw L. tion-wide UrgpniZ;t—
ion, zeting undor bot.a Fodsrel wnd State authority duriug this critically
dangorous oalergoney period, iomm a rocord in waich our people may well
take pridce. (S8ze letter of tremsmittal and tac "Scecond hsnval HReport
of tue Council of ¥etionul Dofens., 1918" by Veltor 5. Gifford, tic
Council's Dirsetor, «und “"The Nevl Consultiny 3oard of the Unitod Stutcos”
by Captain Tloyed Scolt, nages 26 $0 47, on file in Libvrary »rmy
Industrinl Collcgs.

Mhoro hos besn some criticism of' tho -roric of the Council. Its
dirsciors huve soid thet it wes not cn efisetive . geney of governasnt g
thut things could hive boen done dif.crentlys; tact the toer Dopirtmont
should hive hondlsd its offcirs 2or itsclf 1nat od of irvoking civilien
2ids I can only scy thot th. finust of ¢ 11 ﬂOthjnLnLS was P 16 thne
Concil by Congressmen Greham in on att.ck upon it during vhet poriod
of 1919-1920 when mueit-roxihg investigatioms bucaiie populsire I wes,
by the way, & Reoublicen scrving in o Democratic ad-iinistre tion as
were olso :bout throa~fourths.of the other mcomburs Of the £dvisory
Commission. Wi, - i




Graham said, in effect, that these fellows vho served on the Advisory
Commission were planning to put this country into the ar long befors
its decloration and that the proof was in the record. Otherwice why
did they make all these plans; why did they talke this industrial
inventory in 1916; why were they gettins industry organized; why
were they -orking on & universal draft plan? They made all the
preparations for this war and sure enough it came along Jjust as
scheduled } : : '

I think +this attack voiced unconsciously the hishest praise we
of the Advisory Commission could have received. -I will introduce
and extract 7rom the volume "Industrial smerica in the ‘orld War" by
Clarkson:

"in the nature of thinss the iAdvisory Comnission oi the Council
of Hational Defense became th: real executive branch of th: Counecil.
The Council proper was made up c¢f the Secretary of :ar, whe was
elected chairman, the secretary o the iavy, the secretary of the
Intsrior, the Secretary of igriculture, the secreteary of Commerece,
and the Secretary of Lekor, It is true that.the Council early dlotlﬂct—
ly affirmed that the duties of the Advisory Commission were advisory
and that the power of decision lay with the Council, thus conforming
to the letter of the law; but the initiative lay with the members

of the Commission and the Council 1nev1tably came to acoept its

adv1ce, and it ‘vas then charged with the eyecutlon of tne th

decided upon°‘ Cﬂunsel ‘and sction united usual 1y heve Their

under any ex cecutive. I Hence it is true that in effect the seven members
of the Commission, conulnuOUSWV occupied with the business side
of war, were really the men «ho prlmarlly shaped and dire-ted the

illimiteble and U1t1tud1nous contects of the govermment with

1ife of all the people.

lﬂdUQtrV. business, and the
"D”rﬂans the deE“SLTlxlﬂt, ‘somcisc account of the Advisory

Commission in the firs®t three months of its existence was made by a
partisan eritic, The Honorable :illiam Je Graham, who, aiter examining

the minutes of the Council and of the Advisory Commission of the

Council, which up to that time had been regqrded as confidential,

but which the writsr turaed ovor to him-on request, reported to the

Select Committee of the iouse of Representaulves on sxpsnditure in

the ar Department \cof which he was chairman/ what he called a 'startl-

ing dloCTO ure' of the 'secret govermment of thé United States.'

"1 an examination of these minutes (he said) discloses the fact-
tiat a commission of seven men chosen by the Fresident seems to have
devised the entire system of purchesing war supplies, planned a
press censorship, d681rneq a systeonf food control and selected
herbert Hoover as its director, determined on a daylight-saving
scheme, and in a word designed practically every war measure which
the Congress subsequently enacted, snd did 21l this behind closed -
doors,ﬂee :s and even months before the Conqreso of the united otates .
declared war against Germeny e.oo ' g Lk

"'It appears from the minutes of the Advisory Commission .and the
Council, which were kept separutely, that practically:all of the mecsures |
which were afterwards considered as war measures were initiated by
this Advisory Commission, y i

o]l
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adopted.by the Council, and afterwards acted upon hy. Congress, In
many cases, a considerable period bLefore the actual declarstion of
war with Germany, this Advisory Commission wes discussing matters
which were thought to be new legislation by reason oi the necessities
of war. ror instance, on lizrch 3ri, over = month before the war .
declaration, the Advisory Commission endorsed to the Council of uatlonal“
Defense a dav11gut—sav1ng scheme and recowmended Federal censorship
of the press... -
"10n February 15th, about s months before the declaration of
war, Commissioners Coffin and Compers made a report as ‘o the excl-
usion of laber from wilitary service, and the .draft was discussed;
the draft was also discussed on other occasions before any one in this
country except the Advisory Commission and those vho were closely
affilieted Ath the Administration imew that o declaration of war
was to be luter made. &t a meeting on Fehrusry 15th this same
Commissinn. of geven men (none of which had eny ofiicial authority
except as advisors) rccommended that Lerbert .loover be empleyed by
the goverrmment in conunection -vith food contrcl. It was generslly
understood, as appears from the minutes, that r. i:cover was to be
in control cof the,mat-er, clthourh the war was two menths in ths
future --- almost the first thine the Commission did was to tale
up the matter of crranping en easy method cf communication betwsen
| the menufecturers end the government.
| "'In several meetings long hefore the war was decleared this
i Advisory Commission of seven men met with the representatives o7 the-
manufacturing industries and Formed an organization of them for selling
supplies to the covernment, which orpanization wes well perfectad
before the war was declared. This methcd consisted of havinz the
represeantatives of the verious businesses, producing goods which the
povermment would:have fo buy, form themselves into committees so
that they mizht be able to sell teo the govermment the goods direect,
which their industries produced. In almost every mesting that this
Advisory Cormission held befcre the declaration of war, they discussed-
and recommended to the Council (which consisted of six Cabinet
members) these plans for fixing prices znd selling To the govermment.
.. shen war was declared on £pril 6th the machinery began to move,
visory Comnission o_’pgwen men, fho were, in n effec

headed ny the 4dV1SOTJ Com :_____»_ in ¢
tho

as sho”n by these m1nutco, the aﬁtlve Un1tﬂu

qbserve, tAere oS ﬂot an acu

wards ens Cbed that had not before bhe qctual duclaratﬂon “of wer been

dlscussed and settled upon by this . huVlSOrV Cormission,'

1t is an interesting cumﬂuptary on the iééﬁéﬁéi;i11+v cf states-
men in a democracy that a distinguished Congressman shohd aiiect to
think that he was meking a startling sensation out of pr@ sentation
of the obvious sly neccessary preparations ‘or a wer that as apparently
1nev1taL1e months before the formal declaration. Acc rdlng to lur,
Grahem, while it was reprehensible enough to have done enything a day-
before Conﬂrﬁss formally decided thit there was to be war, the

[ iniquity of the procesding was that the asdvisory Commission,

————
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in addition to advising, took steps to see that its recommendations,
eit=r approval by the Council, wwer: put into sxecution. ;
"The only fault, aside from its bitlerly depreciative tone, to

be found -rith Hr. Greham s summ:ry of the achievements oi the

[ —

idvisory Commission before and in the early days of the -mar, is that,

Troad as it is, it does not tell the whole story. And it might be

added that the only cause the Fation has for regretting what was then

Fome is that it was not even more inclusive, specific and compelling,"
""" There has been oriticism thet the Advisory Commission did not
organize itself upon a more comprehensive scale at the beginning of
1917. I must here say something that may seem critical of the
military establishment. Please try and put yourselves back into the
frame of mind of thet period and think as the country and the
Departments were of necessity then thinking., There wes very greave
doubt on the part of our visiting foreign militaery advisors then more
or less unofiicially repr:senting the Alliss as to whether we cculd
actively participate in the War. It was their conception that we
mic~ht best concentrate upon th: supply ol materiels and mechanics o
permit them to release their munition workers for fighting service.
The prevalent conception of the maximum size of an army te be railsed
and trained by the United O5States was one million men. The Adviscry
Cormission requested from the ar Department, not once but many times,
an estimate of the probable material reouirements in the event of
outfitting and maintaining an army of a million men. The information
was not forthcoming because no such data was evailable. The army it-
self did not have such information in any up-to-date and reliable
form., Finally a group of us met in consultetion with Army officsrs
and more or less decided for ourselves the probable needs ‘of a million
men for service equipmelt and supplies.

I have here a report I made to the Council on March 23, 1917
relative to aviation equipment. It is based on an army of ‘'one million
men. At that very time our foreign advisors were ursing us to supply
material, furnish mechanics, and develop & training program in this
country, but under no circumstances to attempt the building of combat
planes here. They said that it would be impractical because we were so
far from the front; that it would take a year to obtain and bring te
America the rapidly chenging designs, and produce the material certain
to be obsolescent or out of date before we cculd get it to the Fromés.
That advice wes probably sound, but there “as behind it another
undercurrent of motive. Our kilitary Intelligencc intercepted copies
of communications showing that the French, with their competitive
experience in motor car manufecturing in mind were not desirous of
aiding America in getting into the producticn of aircraft because of
our possible commercial competition after th: war. They visioned a
great develorment of commercial as well as military aviation later on
and feared that we might then take from I'rance the leadership she then
enjoyed. I am instancing some of the retarding influences found. e
perhaps were the only nation not looking for selfish commercial .advent-
age alter the war or toward getting something else of material benefit.
for ourselves out of it. ' ; ' :
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ol Vo G rr g QUTAng bhe period of transition from a peace
to a war ‘OUthT and at a time when the depg;gmuntu themselves were
éﬁ%i?éiy incapable of assumlng that load. ihen I remember the
industrial orgenizations set up, the industrialists brought in and
comnissioned, and the agencies created subsidiary to th: Council,

I feel that the Uommi531un took the strain of that vitally critical
igfiod in a manner never yet fully appreciated. Had no such body been
in existence at the time of tre emergency we would surely have been
months longer getting our "house in order" end in creating agencies
for deallng with the mahy dlfllcult aspects of an otherwise unplanned
for and dangerous emerrency. ’it was Cortunate for us that under the
Council of iational Defense Act bv cutlorlty oF Taw w we were permitted
To set up a comprehensive form of orza nizetion in sdvence of the

actual crisis. e may in the future be pr601p1tated 1nto ‘some
conflict without able Allies to hold the lines while we take the
necessary tire to study our prohlems and improvise n:w machinery to
meat them.

I would like to say a word about what is heppening industrially
in this country.

The worlk of the ‘ar Departmsnt in "industrial planning" has now
become, because o the changed economic situation, a part of a much
big er picture. The worl: on which you gentlemen are engaxzed hes
brosdened far beyond ?ny4hin" of your immediate horizon as officers

of the “‘ar Department. /e have now come to realize that industrial
or economic planning is going to hdve to be aggress 1ve1y undertaken
upon a Lational scale. . have cn the stetutes the Shermen Enti-

trust lew, the Clayton Act, and other that in some manner disoourage
agreements by industries within themselves or one with another. I
do not think there is any doubt but that our past conception of the
relationships of industry must now be modified. It ought alse to be
obvious te all of us that if we are ®to have an efiective war time
industrial mechanism muss by prearranﬂement provide in adv“nce that
it.may be Lunctlonlnz‘zh a menner applicable to wer dur’nx times of
peiggj'“Togihsvréj;“ulnct darver*us delays : @ TSt avoid the necessity
for a hurrlndlv 1mprov1sed ard untried mechanism to meet the emergéncy
needs cf war,

I quote you again President ‘ilson's words in setting up this
Council as a planning agency: "The Council of Fational Uefense has
been creatad becauss Consress hes realized that the country is best

orepared for war when bast prspared for peace." thile the .ar
Department is planning for the creation of an efiectwve 276 y for
Serv1ng Tits pﬂrpooe in wer it should '1ve ecu01 thou ht t € same

time to perfecting our commercisl mechan? sm of peace.

If you gentlemen will study your w r problen from the present
viewp01nt of peacetime industry and with a sympathetic understending
of those who are seeking stability and economic salvaticn for our
dangerously disorganized industrial system, you will build a .far sounder
foundation for your whole scheme of industrial preparedness than you
{ can hope possibly to achieve through setting up solely a ar Jepartment
prleture of your omm.
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Iive years ago one could not have conceived of the Lmerican
Federation of Labor advocating the amendment of the Sherman “nti-
trust law to permit o economic planning and industrial agreesments,
end yét that is exactly. vhat it is now doing. A1l potent commerical ...
influences of the country are now for the modification of the existing.
laws restricting cooperation between competitive units of industry.

You must realize that there is no more unfair or disastrous

-+ m———— i wain

trade practice in the world than the continued marketing of any

comnodity at less than its 1egitiﬁ§€é“35§%TffThe'effeot_i§ curmulative, ..

far-reaching and wholly Jestructive. It brings on riceiverships, is:
ruinous tp,gépitdijboppressive to'labo?j'bankrup%i%e to government
%hroughlféiling revemies and false t. the ultimate.cdﬁﬁon public good.e
) Yet just as soon as it is kngwﬁu%hat the heads of these units of
industry have gotten togeth.r with the idea of intelligently_disCuss—‘
ing their problems and trying to'apportion the decreased and still®
further diminishing amount of business equitably. among themselves s0
that they can proceed under some cven program of productivity and
thereby maintain an existence with contizuity of labor employment,
just that soon are.they celled upon by representatives of the "
Department of Justice, subjected to inguisition and threatened with
prosecution. .This’is not theory; it is fact. '

I have just sesn George Sloan come into the room. Mr. Sloan is:
president of thé&-Textile Institute which is to theTextile industry
what the Steel: Institute is to the steel Industry. s

Here in this field which he so ably represents is an example of
the handicap we are now inflicting upon industry Jjust at the time we
should be giving it every possible encouragement for keeping labor
employed and governing itself in an orderly and efficient manner. .

Je are preventing cooperative agreements, and yet wondering at un-
employment, :low weges and cut prices. All our industries are zoing
into the red, and in consequence the courtry cannct rhope to recuperate
vntil such hendicaps can be definitely removed.

This is a situation with ‘which you gentlemen are immediately
concerned because you are going to some day need all of these industri-
es, and their problems must,. therefors, in some measure, be yours. ’

You have, for instance, in this Textile business one of the
largest industries in the country. Pounded in 1793 it has been and.
still is our bigrest single employer of“labor. The livelihood of
some twelve million peonle is dependent upon ti. This business hes
gone steadily ahead, increasing its production and employment until
about the year 1926. Simncc that time the industry has lost ground
and the end is not yete. Produgtive capacity is now far greatér than
current cons ‘mption and there must be some orderly adjustment per-
mitted if business health 1s to be preserved. You may say that we
should abide by the law of the survival of the fittest amd that the .
fellows who cannot keep up. with the procession ocught to. fall: by ¢
the wayside.. But when a mill fails it does not ncessarily.go out
of existence. 1t pces to the auctioneer and to a new ovmer who may
put it back inbto production with little. or no initial investment.
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There is thus now in all -mericen industries a necessity for acenomic
planning on a broader sca le than any with which we have had experience
in.the past. You can readily see that th work in which you are
interested is directly r=lated to this greater pressing problemn and
that you mus st go outside the ‘ar Department with a view to fitting
your program inte ths now needed peaccblmv geconomic plan so that when
wer does come you will not have to improvise a complicated new machine.
Any industrial planning mechanism should be 50 ) designed that it may

be converted to the purposes of war without undue friction and
JlSOT”&HWthIOHo. Tou here in the .ar Department are just amnﬁhnh
Goncerned about the congressional proposals for a "netional economic
planning" agency as are our civil industrialists. You are in this
reshonsible position for life and wre far more d rectly interestsd

in these measures than is the avervge Americen citizen. You mu st now

elp St”(‘l" these n(\ - r'l')\r':-lo &S

ients in industry and aid in ﬂ“flSlnb a
meohen-sm that will ople,bl ely T ﬂmei the needs of tha 1dv10P in times

of peace &s rell as OL Wore

T have asked p perm ssion {rom Co1onel licCain to sxtend these
renarks.
I am delighted to heve been able to meet twith you. Good luck
1
°

to you all

Y, -

G. At the time the Council ims formed you say thsre wes some dis-
sgrecment between the Cebinet menbars Vit was composed of six of these
members). There would naturelly then be cccasicn for ('S&Fr”eﬂﬂnt
between the six now composing the Council. iould it not ther bhe |
betier to have an agency responsible to the Fresident as well as the
real coordinating agency rather than have the heads of these departments?
A, /e did not then think so. it is good psychology where one has a
complex situation to control, to tie into the respensible dirsctorate
the people who night prove unsympathetic if left on the outside,

and who m¢rht not be enthusiastic in carrying through any program
arrived at by other authority. &4n incident in DOlni that comes to

my mind was the food situation. The Department o” Agriculture, of
which ‘ir. -Houston was then head, felt that the rationing job, or the
control of food, was distinctly a Department of Agriculture functicn.
The Secretary of Intericr came in some meesure in conbtact with the
resources of the country and felt that he also had some intorest in
that direction -- as did also the Sccretary of Comuerce. Tae Advisory
Commission had been much impressed with the menaer in which ‘.. Hoover
hed handled the food problem in Felgium. e dscided it wise to put
him in charge of our oun food situation. The President mas, by vote
of Commission and Council, thercfore asked to racall r. liocover to
take over this job.
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lieeting your specific question I think it better to have a
meeting of minds twithin the sxecutive hody rath.r than have policies
originate with a supsrior agency, such as an assistant to the President,
if you like. Furthermore, the President of the United States, in
peace or in war, 1s a Vvery busy man. President wilson himself said
to the members of the Advisory Commission when we were first called to
Jashington, not perhaps in so many words, but by inference, - "You
gentlemen are supposed to inow about the industrial affairs of this
country. If you need any additional authority, or if theré is anything
T can do to facilitate the work, come and tell me of it, I am a busy
map, and this is an activity beyond the compass of one mind. I am
giving you gentlemen this job and I expect you to do it."
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