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Colonel McCain:

" Mre Secretary, Dlstlngulshed Guests, Class of 1934,
Ladles and Gentlemens

My remarks thls mornlng are going to be very brlef
1ndeed, and well they. should be with some - really distinguished
speakers to follows .-As you have no doubt heard - when the eagles
are poised 1t is tlme for the owls and bats to hunt their. holes.

s But I cannot let the occasion' pass, Mre. Secretary; )
without acknowledging that a full term as Director. of this College
is ‘the ‘greatest honor I have ever had conferred upon mee It has
been my good fortune to have the support of yourself and of your
predecessors The Supply Arms and Services, whose school primarily
. this is, have been behind us one hundred percente . The Director
. of the Planning Branch and all his officers have given freely of
their time and effortes As to my own assistants, ecommissioned,

enlisted, and civilian, I never expect to havé eny betters The +

Navy's cordial support is manifest in the fact that some tWenty-
five percent of the faculty and student body are Navy and Marine
.offlcers."Dué'to this participation by the Navy the College

mlght well ‘be called The National Munltlons Collegee v

Now,. gentlemen of' the class, you well know how we of
the Staff feel about you but I say 'i% now publicly and with prlde.
Coming here as you have come, with individual efficiency ratlngs
fof Excellent ‘or Superior, end from practically every Arm, Service
" and Bureau of the Army and Navy, the results have been what it was
expected they would bee - There has been some hard and eonstructlve
worke In a-spirit of high intent we have arrived gt a common
understanding of a common problemes Where there is high 1ntent and
mutual understanding there is coopefation; where there is:cooper=
ation there is unity; where there is unity there is victory, which
is the lifetime concern of every Regular officers

It has been an honor to have served with yous We trust
that in the fortunes or mlsfortunes of peace or of war our trails
shald*” merge againe

Gentlemen, our immediate chief is here this morning, and
I am going to ask him to say a few words to youe By the way,
at our last graduating exerocises we offered our congratulations
on his marriage to a beautiful and charming womane We now extend
those congratulations on the recent arrival of a sone We trust
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that the son will follow the footsteps of his father into the
patriotie councils of his countryts Govermmente Gentlemen, The
Assistent Secretary of War, Honorable Harry He Woodrings

My, Woodrings
Colonel McCein = Members of the Graduating Cless = Guostas

As I remarked to you on a previous occasion, this eclass
has been extremely fortunate in having the opportunity to study

. ‘the problems involved in war procurement and in industrial
. mobilization during a period in which so many important changes
have been teking place in the Nation's economic life end in the
relationships of govermment to industry, labor and agriculbture,

From the splendid committce reports and individual

. studies which you have produced during your school year, I am

' glad to note that you have taken into consideration evidence of

' these changes and their probable effects on any future contreol
and eoordination of the Nation's economic resources in the

| prosecution of a major war emergencys You are to be congratulated
upon your serious efforts and the logical conclusions arrived at
from your research into this vast and complicated fielde I feel
certain that from these studies we shall find much material with

. which further to improve and develop our planse

We are doubly fortunate in having with us today & man

who, from the wealth of his experience in solving the problems of
industrial mobilization during the stress and strain of the great
war, has given to the War Department invaluable assistance in the
development of our existing plense I wish te take this opportunity
o thank Mre Baruch for the time and effort which he has so gener-
ously given and also to express our deep appreciation fdér his ‘
kindness in being with us todaye

In closing let me congratulate your Director and his
Staff and Facultye To their untiring efforts the College owes its
present envieble standing in the Army's educational systems
Colonel MeCain and Major Quinton leave us this year to take up
dutics elsewheres We shall miss thems '

I wish for everyone of you Army, Navy, and Marine Corps
officers long and ocontinued success and happiness in your ehosen
professions, and hope that you mey look back on your year at the

Army Industrial College as one of the most pleasant and most
profitable in your careerse

Good Bye and Good Lucks

-2-
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Colonel McCeing
Thenk you very much Mr, Secretarys

The principal speaker of the day needs no introduction ts
this audience, or for that matter, to any in the lande A month or
so ago The Assistant Secretary of War sent him a letter asking
that he make this addresss He replied that he had arranged to
sail abroad on June 20th, but added that he was much interested
in this phase of the national defense and if he could be given a
few days, possibly he could readjust his planse So surely enough,
in a few days he wrote that he would be here, and here he ise

I mention this instance only because it is so character=
istie of the man - that is to say, whenever the interests of Mr,
«Baruch confliet with the interests of the United States, he

himself, without hesitation, hands the decision to the United
Statese - ;

He was born of Colonisl stock and reared in the finest
traditions of the old Souths With this baskground end a brilliant
intellect he went to the nerve center of the business world and
in due course sat among the hierarchy of high finance, When we
went into the World War thet greatest of War Presidents, in his
wisdom, selected General Pershing to command our armies in the
fields It soon became more evident than ever before that in
modern war armies in the field can accomplish little or nothing
without the support of the armies of industrys Of these latter
the President, again in his wisdom, selected Mre Baruch for
commandes What followed is among the bright pages of eur historys

I have the honor to present that veteran patriot of
South Carolina, New York and the United States = Mr, Bernard M.
Baruehs

Mre Barushg

Mre Sesretary, Golonel MeCain, Distinguished Guests, Members of
the Class of 1934, Ladles and Gentlemen:

"Teking the Profit out of War" is a phpass that has become
popular but, as is often the ecase with eatch words, so often ree
peated by those for whom it has no real meanlng that it is likely
to become meanlngless itselfs -

_ The profit motive is one, which in my Judgment, society
is not yet ready to eliminated Bub, society is ready, and it does
demand the elimination of profiteering and above all the profit

Ky

'



incentive to ware Even under the fiery spell of patriotisms

even under the great surge of emotions called into life by war,
the factor of gain is still presente I do not preach the
millenniume To me the phrase "Teking the Profit out of War" does
not mesn the entire extirpation of individuel profit; it does not
mean that we can get along without the spur to action that the
hope of profit providese To do so would be to assert the counsel
of perfection so devoutly to be wisheds Those engaged in manue
facturing operations, which are shifted from private to publiec
business must still be allowed a margin, sharply reduced, between
their outgo and their incomes _However patriotic their impulses
may be, the opportunity for personal profit will bind them even
more tightly to the wheel of public services

Having said that in a negative way, it becomes necessary
to explain what the formula does mean positivelys It means, at
least to me, the recapture of all profits, in bulk, made by all
sndustries engeged in war supplies, above a small and reasonsble
return on the moneys investeds This recepture can be done only
through a control of prices, together with increased taxes in
war timee TWhile money must be given a wagey or it will not work,
the wage must be less than in peace time, and must bear comparison
with the sacrifices made by the men in the fields Some of my
friends may disagree with the need of wages for capital, but the
faot remains that all history shows it to be axiomatice Indeed,
we take an enormously long stride forward, and one that will be
attacked bitterly by the conservatives, when we advocate to clamp
down on profit-meking, and seek to skeletonize it, end eliminate
it in war. That is precisely what I sdvooate, and that is what
must be donee It is the first requirement of eny approach to
social justicee It is a safeguard to subsequent economic security
for, by limiting prices and profits during wartime, we can prevent
the vast and somstimes unnecessary expensions that played so large
a part in bringing about our present post=war confusione

I went to put a ceiling over prices and profits, above
which no prices and profits may goe Thereafter, a tex program
must be enacted that will take away, in totality, the spread
between the selling prices and the costs, plus a reasonable returne
Thet is what I mean by "Teking the Profit out of War", Then there
will be far less profit in war than in peacee

By parellel planning, there must also be a control over
all prices, goods, foods, rents, wages, servicess in short, of
a1l activities that yield profite All must be denied the right
to indulge in a joy-ride at the expense of the natione The controdl
of dollars must be made applicable to the entire citizenship,
regardless of their olassifications War, Napoleon said of Prussisay
waes that country's most profitable industrye That charge should
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never be permitted against our nations Incidentally, I hold the
belief that the last war was profitable to nobody = neither to
individuals nor to nations., Where are the war brides of 1914~
19182 Gone where the woodbine twinethe They died ummourned and
most of them poors They made apparent profits but none of
permanent naturee We should even avoid a first appearanee of
profit, for war is too horrible a thing to permit any advantage
to be gained therefroms

You gentlemen of the Army Industrial €ollege represent
a paradoxe - You are men of war, seémingly living a quiet, peaceful
existence, while your civilian brethren, men of peace in theory,
erc engaged in a bitter war against the depressiones But there is &
common ground on which you both stand, for the war they are
fighting now, grew out of the war you fought sixteen years agoe
The maintcnance of peace is perhaps the most difficult job in the
world todaye At any moment its delicate processes may be shattered
and chaos may overwhelm use The interdependence of the world is
something against which no nationalism, no metter how strongly
developed, ecan prevailes In fact, paradoxical though it may be,
the stronger the nationalism, the less certein is peacee

While we civilians fight now, you prepare to fight later
should the need arisee From you must coms the plans, so that the
nation may be ready, if necessary, to battle for its very existencece

, Your duty is to keep the war-making agency in such elose
toueh with industry that when called upon, it will be able to bring
to the defense of the nation all of its resourcess You must study
and plan so that when the necessity arises, a peaceful nation may
instantly become a nation at arms' fully equippeds

We all are of the common belief that war ought to be
avoided at all hazard, but we must plan that if war comes, we shall
meet the enemy with. our maximum effectiveness with the least possible
injury and violence to our people, and in a manner which shall avoid

 inflation and wastes Plans to eliminate war profiteering should
provide that each men, eash business, every thing and every dollar
shall bear its just proportion of the burdem. These plans should
bc designed to avoid the prostrating economic and social aftermsth
of wary and, finally, should be laid with full recognition that
modern war is a death grapple between peoples and economic systems,
rather than a conflict of armies alonee To that end, we should
merit for industrial Ameriea something of what Field Marshal
Von Hindenburg in his retrospect of the World War had to say of
the American effort in 1918 =

"Her brilliant, if pitiless, wer industry had entered the
service of patriotism and hed not failed ite Under the
compulsion of military necessity a ruthless autocracy was




ot work and rightly, even in the land at the portals of
which the Statue of Liberty flashes its blinding light
aeross the sease They understood ware"

Your studies have already shown you that in any major
conflict the enmtire population must cease to be individuals following
a self-appointed course and become & vast mechanical unit composed
of co-related moving parts all working to the end of directing
practically all the national meterial resources to the single purpose
of victorye Modern war requires that the full power of the nation
be exerted in the shortest possible time, not only for the purpose of
destroying the enemy by material forces, but also by the process
of slow and often insidious economic strangulation and political
isolatione Ve must use all the means of transportation, communi=
cetion and supply which will permit us %o bring in our enormous
mess of men and material et a given moment at a given spota Secience
is creating destructive forces which require. for their use, or
for defense against them, the products of practically the whole
industry in quentities meny times those required for the uses of
peacee

I need hardly bring to your attention what must be done
by a nation in arms, = the discipline and mobilization of its
moral and material forcese Judgment born of experience shows that
the moral or spiritual is the greater of the two forcese The
destruction of its morale did much to defeat Germany. Ludendorf
- bitterly complained his military front remained impregnable long
after what he called "the home front" had crumbleds Napoleon
said: "In war, the moral is to the physical as 3 to L™ “Oivil
morale therefore, is fully as important as military morales. To
obtain this civil morale we must see that burdens are shared

equally by alle

TWar on the modern scale we now know has disturbed our
normael economic structure so greatly, that irrespective of the
side which wins, the aftermath of the struggle prostrates both
the conquered and the conquerors To wer's aftermath we must give
such thought, and make such plans that we shall not suffer again,
@what has become as burdensome sixteen years after the war, as at
any time during the ware From my experience, I am convinced that
it is quite possible now to arrange plans that will make the
transition from peace-industry to war-industry without serious
disruption, to carry on the industrial activity of war with the
 least possible harm to eivilian morale, to accomplish all in the
cconomic struggle that we shall ever need to accomplish, and
lessen the after=effects of major conflicte This is the responsi-
bility of the Industrial War Collegee
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There are sequences that attend every major sonflict and
X cannot better state this than to quote from previous doscuments
on this subject =

(1) Shortages of services and things develop rapidlye

(2) Competitive bidding among the procurement agencies of
government and, in the last war at least; other
procurement agencies, and for the eivil population
send all prices into a rapidly ascending spirale

(3) Expenses of government multiplye The abnormal need
for money requires vast issues of government indebted=
nesse The inherent threat of destruction of government
impairs national credits The combination of all these
things rapidly debases the exchange value of money
thereby still further inereasing the prices of thingse
The consequent destruction of buying power in the
markets of the world begins almost immediately to
impair the economic strength of the nation in the
conflicte This sapping of economic strength will, in
future wars, be the determining cause of defeats

This proeess intensifies as time elapses with the
following inevitable resultss:

(1) Destruction of domestic morale through a just and bitter
resentment by soldiers, their femilies (and indeed by
all persons of fixed income) at the spectacle of
grotesquely exaggerated profits and income to those
engaged in trade or in services for sale in competitive
merkets and the constantly increasing burden of bare
existence to all those who are not so engagede This is
the greatest source of complaint of "unequal burdens™, -
The present demands for "equalizing burdens" and "Taking )
the Profit out of War" both go back to this single
phenomenon of war inflations There is no more important
problem to solve = whether we sonsider it purely as a |
means to maintain the solidarity and morale of our
people, or as the basis of our economie strength for
war purposes, or to avoid war's aftermath of economis |
prostration, or on the broader grounds of humanity and g
oven handed justices : e

(2) The inflationary process affords opportunity to indi=-
- viduals and corporations to reap profits so large as
- to raise the suggestion of complacency if not of actual
hospitality toward the idea of ware That any human



being could be persuaded, by prospect of personal gain,
however magnificent, to invoke the horrors of modern
war is almost unthinkable, nevertheless the eerbtainty
that war could never result in the enrichment of any
man would give us all security and comfort,

(3) Inflation enormously increases the cost of war and
multiplies burdens on the backs of generations yet to
comes The war debt of the nation is nececssarily
incurred in terms of debased dollar values. In the
inevitable post-war deflation the debt of course
remains at the inflated figures Thus the bonds
that our govermment sold in the World War for fifty=-
cent dollars must be paid through the years by
taxes levied in one hundred cent dollarse For
example, .our total war expenditures was $39,000,000,000
incurred in terms of 1917, 1918, 1919 and 1920 dollarse
In terms of the purchasing power of 1913 dollars it
would have been only $13,000,000,000, or in terms of
1930 dollars probably not more than $15, 000,000,000
Such a grotesque result would be almost unbelievable
were the figures not living factse If anything can be
done to avoid this practical doubling of the economic
burden of war certainly we should sparc no effort to
accomplish ite If anything can be done to prevent a
collapse of our economic system such as has almost
engulfed us, it should be donee

Today we are suffering from the economic, social and
moral aftermath of the war. We try to catch up with it, to pay
for it, to get rid of it, but after sixteen years, we are just
seeing our way oute It is not our purpose to deal with it as it
is at present but it is our purpose and your duty, if I may say
so, to sec that it does not occur againe There is one way to see
thet it does not occur and that is to control prices so that there
will be far, far less profit in time of war than there is in peace
time = none at all #f that were possiblees There is no difficulty
about thise You are all familiar with the plans the War Depart=
ment together with the War Industries Board has perfected, and
which are now in the Department's keepinge

‘ This is your tasks = to sce that the armed forces of the
country get what they want when they want it and that each men

and each thing and every dollar tekes its place in line, guided

and marshalled to do its dubye If war comes, let us be prepared
with a flexible machine that will enable us to carry on effensively
and defensivelys But men no longer can be asked to fight - indeed,
they will not fight - if others remain at home to profiteers The
greatest legacy of a nation after war is that it has done its best,
that it has fought for the right and that each one has taken his
place and has borne his burdene
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It is from the crucible of our World War mobilization
that we have drawn the present War Department plens and the
assembling of our economic forces to fight the depressions Indeed,
we have all the beginnings of a war offort from an economic stand=
pointe

It is not generally realized how embattled the world ise
While it is true that the primary purpose of the present struggle
is not to kill and maim, yet it has for its object the restriction
of international commerce with immediate reactions upon the life
and happiness of otherse Except for the men under arms and fewer
factories belching forth munitions, the world is as great an
armed camp as it was in the World VWare Each govermment sits
behind a bristling fortress equipped with terrible economie
weapons of destruction, instead of mere gunse Shells are not
fired but peace, which means harmony, is even further away then
if blood were shedse '

Netional economies are more highly orgenized than ever
before, and all on the basis of offense or reprisale They have
their tariffs; their quotas of imports and exports, capital
limited in its operations; currencies depreciated; exchenges
controlled; debts repudiated; agricultural production restricted;
business highly organized under govermmental sanetion; and barriers
set up against establishing businesses and opening up enterprises
in foreign countriesg except in a very limited waye Airplanes
and navies are being inereased and from some far distant placesy
we can faintly hear the tramp of increasingly greater masses of
men under armse Surely in these circumstances you must study well
the forces at work and be ready if the dreadful day comes to meet

ite

It has been said that in the passing of dynasties of
kings and princes who could make war, there would be less ehance
of ware There already is established in the world, governments
under dictatorship with powers greater than that possessed by any of
tho modern princes before the World Ware Any of these can declare
war overnight and proceed with tyrannical power to achieve world
dominance, or meet downfall, without any expression of their
peoples through legislaturese There is no doubt that pesceful as
may be their intentions and their avowals, either Stalin, Hitler
or Mussolini can plunge the world into a war that could not be
localizeda

~ There is small comfort to thoso who view the present
cmbattled economic state of the worlde Each nation seems to have
its financial, industrial, egricultural and moral forces thoroughly
mobilized for the restriction of the others. Yet I feel hopeful
that this very situation = a world bristling with economic
armaments = will soon bring home to the nations the necessity of
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sitting down together again and reestablishing some fair relation=
ships, so that men and wamen may carry on their lives and bring
others into being, each with a decent regard for the rights of all,

That cen be done; it must be dPne, and in that better
day this country will hold its place, as it does now, as the chief
evangel of peace and its blessingse

In closing, I want to thank you for this opportunity of
appearing before you to speak on a subject to which I have given
so much thought and timee I repeats that all should struggle
for peace but if war should come, then the fundamental should be
that it must be conducted so that there will be no profiteering
and that each and every thing and dollar, and each man and women shall
share equally the burdense Any profit incentive to war must be
absolutely destroyede

Colonel MeCaine

We are very grateful to Mre Baruch for a most able and
instructive addresse

Colonel MeCains

From Jamestown and Plymouth Rock on down through the
years our people, individually and collectively, have, in time of
stress, turned to the "God of our Fathers, known of 0ld" So, "lest
we forget", we now ask intercession through the voice of our
beloved ex-chief of Chaplains, Colonel Julian Yates.

Colonel Yatess

0 God our Father, we humbly invoke thy blessing upon
those who go out from here todey to teke their place in the affairs
of their countrye Imbue them with a spirit of patriotic self
sacrifice in all their dealings with their fellow-countrymen=
May they be guided by the high ideals enunciated by our Master when
he said "Whatsoever ye would that men should do unto you, do ye
even so unto theme" Help them to carry on faithfully and well all
the high obligations entrusted unto them so that at the sunset of
their lives they may be conscious of duby nobly donee And may
thy kingdom come and thy will be done now and forevermoree

Amen
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