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"1th respect to planning for ~ war ciiergoncy, we nay
cdopt somc specific toctical plan of Army organizetion, we nay
cstablish the charccter ond quantity of cquipnent to be provadced,
nay then plan for the induction into the arrcd forces of a ceor-
tain total of ren at a designated roete. Fir.lly, we nmay adopt
o schedulc of replaccrcent for cxpended rebericl

To provide for thc acquisibion of personncl and matericl
neceessary to ricet thesc projeets we have scveral planning agencics

in the or Deprritmont  You have h d presented to you the function-

ing of the Genoral Staff wiith perticulcr attention to the supor-
vision of planning for Hoeleetave Gervice, for tacticel orguniza-
tion and for typc of 21l mlit-ry supplics and cquiprient.

The scrics of lceturcs by riembers of tho Planning Branch
of the 0ffico of The Assistont Scorctary of " ar hes prescnted o
you the r1adustrial planning for an adequocy of rmunitions to moct
the matcriel regquircments of this netion zn tinmce of war,

In plenning for the war-tinc nobilization of industry
woe find that any considcration of the conditions under which the
roquircrients of a wor of major mognitude arc to be obbtained loods
incvitably to the study of certain factors which arc contributory
to the success of actual production.

e may ocsbablish the fact that there exaists in the
country the physical cvidence of sufficiont nechenicel abilaty
to fulfill such dcmanas as arc requircd by the adoption of sorwe

spceific tactical plan of organization. e may go further than
thet and actually survey coch facality to doterranc thorcby just
what p.rticuler typc of munmition requircncnt 1t 1s nost suited to
proaucc  Having donc thot, thosc facilitics may be allocated to
the arrny and to the Navy, and within the arry to the various sup-
ply arms and sorvices for thc production of munitions peculiar to
the requircrents for which such supply arns and scrvices arc
rcsponsible  Thosc branches may, an turn, ontcr into an agroonent
with such facilitics, so thot an time of omcrgency the Govornmont
ray bo ablc to count on thesc nlloc wed facilitacs for the pro-
duclion of ccrtoin i1tums ot specificd rotes of ronufecturc.

A1l this may be donc and yot give us no assurance that
the roteriel needed 1n a war cffort will actually be fortheoring
1n the quentity and al the rate desircd.



1¢ have, os 1t verc, made o survey of static indus-
trial conditions to deberniine the volume of potontial capabil-
1ty of production. To complctc this analogy thon, we must
consider the kinctic forces that, acting upon potential copacity
to producec, will tronsform row material into tho finishod pro~
duct of w.r runibtirons and supply 2t to the armed forcos at desaig-
natcd points of delaverye.

wong such contributory forcos, this division sbudics

the problens of Liar Lebor, T.ar Trndo, Public Relotions, Prico
Control, 1ar Finance, Tronsportation, and Power and Fuel, in re-
speet Lo the degrece of aid which an cofficient oporotion of these
foclors ray conlribute to the assurcnce of an cdegquacy of war
runitions. These scebions arc shovm on this chart of offace
orgonization as cmbryo units which latcr nay devolop into the
scporote odranistr. tions of o supcrageney charancter during o
"TJOr WT CHCTELNCy.

The Contribulory Division is conccrned prinarily with
the assurcacc of an officiont operution of these contributory
footors 1athoer than with (xheoustive studics of the charccter and
rogquircd volume of cach subjcet or with the detairls of the opora~
tive control which will bc nceessary in order to sccurc o unity of
nabronal opcration in tuw of a mejor cacrgency. w5 a result of
vorld Var cxpericnce, and iaflucnced by the changing conditions
1n our n~bional cconony, this Contribubtory Division sccks to main-
toin odequate plans for the organizations that we belicve wall bo
neceso ry to control nd aid thosc contributory forces during our
noxt rajor OrerguLncys.

It was not loang aftor our cntry ainto tho torld -~r that
1t becone acutely cvident that the nagnitude of tho task would
require o contralization of power ¢nd dircebion over practicelly
the ontire rango of socicl and industrial cetivitics That therce-
tofore nad been undrcamcd of as cven o possibility in our conccp~
tion of o democratic government, .ctivitics thet thus canc under
an abnormal amount of governmental restrictive control includcd
tho subjects which now for.: the scetions of the Contributory
Daivisien, viz , Var Lebor, ™ r Tr-do, Pfublic Rclotions, Prace
Control, .r Finance, Tronsportation, and Power ond Fuol

Lebor presonts ca cver-prosent problom not poculiar
to war-tinc condaitions. ny abnorral poriod, whother of wor
oricrgoeney or of cconomic doprossizon, intcnsifics tho problems
which ~r. inhcrent %o the rclationship bobween the onployce and
the wipleoyer  The period of the orld eor saw tho crupbion of
the lobor problean in ¢1l secbions of the country - in the
northwest wibh rospeet to lumber, in the far west and in
the s~uthwest with rospoct to o1l end copper, in the
niddle west with rospeel to meal pocking, as well as
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to lakc transportation and to coal mining, in the cast and south
with respect to shipburlding, mning and many mncchanical indus-
trics. These and nany other lobor disturbanccs ecuscd o tro-
mendous ariount of injury bo our industci.l progran through con-
scquent delay in production and transport.tion, and in actucl
loss of mrterials  The tremendous 1bor turnover duc to « bnormal
wages cnd the bidding for 1 bor by many cmploycrs werce additional
causcs of loss in cfficrency of production and prescent like prob-
lons in the futurc for which o solubtion 1s nainly to be found in
tac appointiient of a war Labor udminisbrotor imniediatdly aftor
M-Day. The policics of the present drministrotion as gvidenced
in the rarifications of the Now Deal organization, present chang-
ing conditions an the ccononic stotus of lobor which will naoter-
1ally affect the degree of contrel which 1t will be possiblc to
institute over labor ain the next major cmergency.

It 1s the duty of the Labor Scction, through liaison with
organized labor, with induslry, and with governnental agencioes
engaged 1n carrying out the labor and industrial policics of cach
politicel adrunistration, to koep inforned of the chonging cconorac
status of labor in ordcr that plans for the organizotion of a .ar
Labor wdninistration and for its rcthod of opcration may be con-
tinuelly ~odificd to moct current changes in the st.tus of labor
in our national cconomys

You heve had pruscnted to you a leccturce on "stratcgic and
Critical Rav Meterials' giving the list of tnosc ossential raw
1aterials whosc acquisition ia timc of war prescnts varying de-
greces of difficulty. Trede conditions under whaich they noy be
obtaincd dcpend on the locotion of cnomy forces and the oxtont
of cacrny influcnces Plans for ar Trade operations to acquire
nceessary shrategie ond critical row noborials therefore cannot
rcst upon the terns of o guncral mobilization plan but must be
conbingent upon particular color opcrabions, .11 other scetions
of this division basc their plans upon the assumption of a genecral
mobilization - Wwar Trade, however, dcopends cnbircely upon o speetral
origin, Now that tnc Comnoeditics Division has progresscd to tho
poinl wherc a clcar conccption of the naturc, location, and usc of
strategic and criticel i1aw materials has becen obtained, we con pro-
cccd with defainite planning for the ar Trade ncecssary to obtein
nceded crwounts of thesc i1toms

The Public Relations Scction is charged with the rcsponsi-
brlaty of planning for on orgenization thet in time of war wall be
ablc to place before the public such infornation, with rospoct to
the participation by industry and labor in our procurcment progran,
as will sccurc the wholcheortcd cooperation of the poople at large
in all the dairoct and contribubtory production nccessory to reet the

-3 -



rcquircnents of the arncd forees. Pleons for consorship in
tine of wer have bewn approved by the Joint Boerd  Plans
for publicily with respect to the reeruitinont of wvoluntecrs
in the first fow wecks of o war .nd propagande to sovcurc a
favoreble rewction of public opinion to the institubiron of
Scleetive bervice have been well advancod by G-1 Theic as
yot nceded oction along two definite lincs of planning under
this tatlc

tirst - . plan for thc coordination of such publicity
as in time of war nay be institutced by various
divisions of the lLar Dopartront. This includes
praincipally the Geaceral Staff, the ndjubant
Guneral, and The Assistant Scerotary of Lorts
Of{frco.

Sccond - A plan for tnoe coordinoticon of publicity by tho
«rty and the Navy to include tho recognition of
the characler of cortain nccessary propogonda
and a study of thc most coffoctive mcans of
anstitutaing nothods of propagendsa disscmination.

The rapid risc in prices during tho 1orld "iwr carly
ncccssil. ted the control by governmental agencics of the pricoes
of cortain corrwoditics,. dJust nowv we have bewn passing through
an crnergeney peoriod of ceonome depression in which we have
oxpericnced another cndecvor by the Govermicnt to cffeet a
curtoan control of prices. The practicability of such price
control neasurcs at this tine has becn as debateble as were
the neasurcs anstatubed duriag the orld ar. In cather o wor
or ¢ depreseion orergoeney 1osl people belicove in sonc coabrolled
lamt to praices - but the organization to ffcet this result and
the necas to be used continuc very much of an unsolved problom.

Arong the rtoms o be considered as presonbing a vital
problert for price contrel during a war poriod is the subjcet of
profits, Utilizing this tem for xts popular appcal valuc, the
Nyc Co wittee of the last scssion of Congress prcsonted a bill
for the control of our national cconowy during a poriod of wer.
This Colrmitbee wus of the opinion lhat pricc fixing is only a
subsidi.ry mc.wsurc in war  Thoy bclicve that the great calamity

to be avoided s inflatzon, and that inflation dous not come from

high priccs, but that high prices cone fron inflation. Theoy arc
furthcer of the opinion that 1f thoy cn conduet the wer without
infletron thoy con, per sc, conduct the war without high pricos.
It 1s thoir belicf that tlicy can prevent inflation by paying for
the wer with moncy that 1s alrcady an circuletion and without
incrcasing the credit structure of our financial systom.
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To do this, they arc dcpending upon a groatly increascd
scheome of taxation in order that thic costs of war shall bo
met out of curront reccipts fror: these tuxotion ncasurcs
If, then, the war can bc conducted without inercasing the
national debt structurc «nd without oxpanding the total
eredit available in pecce, the Nye Cormittco belicves thotb
preces in general will be but lattlc offceted by the occur-
ronce of war,
3

The power to fix or to control priccs cntails such
monientous conscqueaccs that 1t has buen the best judgment,
past and presenl, thet 1t should be wvested in o corpetent
cormittece rather than in onc person comparable to the . dmin-
1strator of a sup.rogoncys

It 1s the duvby of the Price Coatrol Scebion to
study the price control e sures 1ascituted duriag the orld
var, the cconornc chenges sincc thet date that have chongoed
the merket conditions throughout this country, ond to reecor=-
rend on organizotion for cffceting price control i1wcasurcs in
a fubturc war togother with rccommendcd reothods of procedurc in
order that such price control ricasurcs os nay be adopted wall
not act to stifle industry and so imporil the fulfillment of
requircments for the aricd forces

Undcr the broad subjcct of .ar Finance, during the
Lorld Var we saw thc crc-tion of the " ar Finance Corporation
to advancc moncy to benks through the ro-discount of cowmercial
paper, the sar Crodits Board for the advancercnt of pey wnts o
contractors on perticl cormplotion of contract, ona the n.tal
Issucs Cormalteoe to :scgulate the cheractor of navr fonrae 1
oficrings 1n order to conscrve the W tion's mor ey for 1 ,ceb-
mont 1n such activitics as weorc considered to £rther Lne best
intcrests of the Nation  In anothcer onergency there well be
the nccessity of nceting tho sarmc problums and in rcecognition
of this frct the Nye Comamitteo incorporatced in their proposed
b1ll a ™ or Finance Control ..ct" tthich provides for a Cormission
which shall pass upon all sccuritics offcrced to the Sccuritics
and Exchargoe Cormizssion for registiretion and which shall bo
authorized o make such leans 1o industry as 1% ney decr ncces-
sary to further the uscfulncss of any cstablishient nccessary
to the successful presccution of the wur  hodificotions in our
bankiag syston, and the inouguretbion of certain ncw regulatory
com 1ssions over cormcreial financial operotions arc cousing a
considcereble modrtication in the accussity for cepand.ed war-
tirc fin~ncial control s for caample, the prescnt Sceuratioes
and Lxchaongc Comnrssion has virtually taken the placce of the



war-tine Capital Issucs Comattec, and 1f the Rcconstruction ‘
Financc Corperation were to be continucd in 1ts present, or

in a rodeficed forn, its powcrs could very rcadily be cxpandced

to supplant the nccoessity for the ' nr Finance Corporation of

the orld uar,

The work of the ar Fanance Sccebion of the Contraibu-
tory Division is teo study the offcet of liorld liar financial
opcerations, and recomriend for futurc war periods such financial
institubrions as past oxpericnee warrants but modified by curront
pouwcrs of cxisting, governrmeontil financial agencics.

The character of the anpassc inte which our transporto-
tion lines were foerecd during the carly davs of the orld Lar
1s sbtill fresh in oll our minds. Govermmental control over
railrocds was thon the only solution  Can we provide for any
less drastic noasurc in the next war thot will sceure the ncces-
sary rcsults? Or will we have te provide for a Transportation
odrinistration to consolidatc the managership of all lincs and
moethods of iransportation? %all the present system of alloca-
tion of focilaitics clarainate the congestion that was prevalent
or will 1%t bc possaiblce to designate rarl, water or highway trans-
portation for the forwording of ccrtain rmunitions to andicated
points of dclaivery? These arc o fow of the important questions
£o bc considered in the Transportation Secction.

Tho cmergency of an cconomic crisis has preeipitated
official considcration of the present status of our transporta-
tion systoms. .n indcpendent planning agency for the ancliora-
tion of oxasting btransportation conditions has boen formed
under o Coordinobor of Transportation. His latest recommenda-
tions for cortain cconomics will be followed with anteorest for
disroegarding the nethod used in Great Britain to obbtain tho sanc
result, our Coordinater has only obtoined the bitter opposition
of organized labor to his proposcd schemc.

The preat risc in highway froight traffic in the last
fifteen years hes injected another factor for study in this
scotion ¢ arc i1n thce mdst of ¢ vital rcarrangement of our
transportoetion condition thot in the coursc of the noxt two or
tnrce ycars should cnable us to crystallizc our plans for the
cfficient cooperalion of The transport.tion industry of this
country in noving the munitions of war whorc ncoded and when
necdeds

The study of power facilitics, thoir gcographic
rolationship to industry and the probable load to be required
by focilitics cngaged in the nanufacturc of munitions, present
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a fow type problcis under the pewer hulf of the Pewer and
Fucl Sceclaion  .uny sludy of the power subjeet s closcly
linked to certain ccvivitiocs of the Governmcat sincoe thoe
Torld "ar, with sp.ciral rcfcrence to thouse of the present
Administration. The deoveleopnent 1a cecont ycars of vast
power corporations with their conlrol over nwicrous subsid-
mrics, naking possible an exchange or relay of power over
groat distanccs, has nodified considerably i orld ' ar power
conditions, The cnbroncce of Gevernment-ovmed corporations
into this ficld, and the cxtersion of a norce rigid Governncnt
sugcrvision over pravately owned corporations, prcsent a con-
tinuing factor of nodification in our plans for an organiza-
tion Lo contrel the supply and distribution of pover during a
najor crwwrpency. The control of power distribution in tirmc of
war, which undor the proposcd 1936 Iadustrial Mobilization
Plan will be vested in the Polcr und Fucl Divasion of the lar
Resources Administreation as onc otf 1ls Control Divisions, has
been provided for under the terrs of an armcndnent to the
Federal ater Power Act approved Avgust 26, 1935, ihich gave
tothe Federal fower Comission the folleowing authcrity
"Durin, the continuance of any war in which the United States
18 Chgwglcd, or whenever the Corrission deberriancs that an
enorgoncy orists by rcason of a sudden incrcasc in the denand
for clceetric energy, or o shortage of clectric encrgy or of
facilitics for the generation or transriission of clectric
cncrgy, or of fucl o1 water for goncrating faecilaitics, or
othor causcs, the Co . ission shall have authority - - - -

to requare by oider such toporary conncction of facilitics
and such _ecncration, aelivery, antercnan_co, or transrission
of ¢locetric cnorgy as in 1ts judgnone wall best ncel the
crergency and scrve the public interest

Linked aintimatcoly with Power 1s Fucl, for auch of
powcr 1s a transformation of fuel inlo clecelracal or incchan-
1cal powcr units. Fuel docs not yet presont any groat problen
bascd upon 1ts volumc of occurrcncc. The prodigality of the
Ancricen peoplc in the oxploitation of our natural resources
15, hovever, o natbtor of concern, lest through uncontrolled
production we¢ westefully depletce o fucl resource that is of
vital ncecssi' s in the tactical operobion of arred forces on
sco or on 1 n- ™he sp.cial fucl problems for a rot too far
distant gar ar. cercerncd with thesce prosontcd by the nocos-
sary labor to produce and facilitics to transport, rathoer
than by arxicty over cxisting quantity of the rau raterial

These scven scebions of the Contributory Division

thus have subjccts which presont situations for study and for
control planning bascd prinarily on world iar conditions,
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but suffering constant nodaification duec to those changces
which are continually appearain, in our cconomic and social
life  Qur plans for a fubure war emecrgency must be based
upon the lessons lcarned from the factual conditions during
the last one. The uaderlying cconomic conditions of The
future, however, arc subject to sucn radical change that
only by a close study of current happinings in finance,
industry, governnent and social rclationship can we provide
adcquately for that control over thesc coalributory forces
to production which 1s neccssitated by the rapidly changing
conditions of the rclationship among these factors of our
national cconomy

AIC 151 (2/21/36) 8



e RERTAT

A S S S o A

THL CONTRIBUTORY DIVISION

(Discussion followang lecture by Coloacl Price)
ArAS-3b
Q = The Army and Navy Munitions Board has a lot of
thosc samc dutics and functions as the Contrabubory

Divaision. How do you avoid duplication of offort in thesc
t .0 organizations?

A - There¢ 1s no duplicetion of offort beecausc you
mist romeombor thet the Army and Hovy dlunitions Board 1s
not on integrael fuctor distinct from this section of the
0 .&5' - that we form onc~halt of 1%t - therofore our
labor 1s thoirs.,

Q - Two ot the subjucts studicd by your Division arc
price control and war financc., Do you find 1t possiblc to
considor those two subjoets as scparatc and disitanet from
cach othuer o arc they so closcly aintcr-relatcd as to be
inscp.rable?

A - Of coursc they arce interrclated becausc modifica-
tions i1n pricc control will causc changes in the rinancial
opcrabions which may bc nccessary to meet changing condi-
tiorns. Changes in pricc mean changes in roturn and profit
and so influcncc the nccessity for obtainiag financial aid
from the Government, so the two arc closcly dovetailed to-
gother,

Q - You spokc of tho liaison with labor cnd the diffi-
culty wniech labor injccted into the consolidation of trans-
portation I tould like to ask what proctical steps would
be to'zcr in planning for the v ar Labor Board in vacw of
thet t5otude?

A = I oaly spokc of thot attitude with rcfercnce to
the present reecommendations of the coordain. tor of transporta-
tion thich have now beoen prescnted Lo Congrcess. They arc
bean, violentl opposcd by orgunized lobor for the rcason
that 1he Coordinator has come ouv vith a schume for con-
solidubting eccruean railway facilitics in Jloven cities of
the Unitced Statcs In order vo offect that consolidation
and rcep o financial bonefit 1t wall be nccessary to dascharge
a large number of railway cmployccs, thorcfore the railimy
brotherhoods are actively cngaged in combatting these proposals
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of the Coordinator of Transportation. The British had
the sume problum ond they solved 1t in the same vay but
they m de o provision thet no man could be discharged
from roil ray umployment by vairtuc of any consolidation of
fucilitices, so lubor w.s kept in their positions until
they rotared from ola upe, or transforred to another job.

0 = In this sct~up where doos the Var kesources Ad-
ministration fit into the picturc in 1ts war-timc status?

A - They don't f1t anto this pacturc, this picturc
fits into them Ve wre the ombryo that may develop into
simil.r organizctions withan the 1'ar Resources sdministra-
tion ond theair plannced organizetion is tho samc as ours.
*¢ h To soctrons which arc comparablc to thoirs.

) - Docs the lar Resources Adminastration toke ovor
the Contribubory Division's dubics?

A = Thesc scetions of the Contribubtory Davision which
stort here os purcly planning agoneics in our offiec form
half of samilar orguniz. btrons within the Army and HNavy
Munitions Board. In timc of war omergeney the davisions of
the .rmy and Nevy Muritions Boord ore availablce for transfor
to the Tar Resourccos Administration 1a order to form similar
orgnrz.tions ana scetions 1n 1t. They don't have to go
over bub 1l the Administretor desircs thom, our rccords and
nersonnel arc available for transfor.

0 - You spoke about the Nyo Committec having rocommcnded
that th. noxt war would bc finaaccd out of moncy in circulation
and the Nyo Committec also recommended that thore be a board
appointea Lo conirol issucs of sceuritics to financo a war.

A - to - not sceuritics to finance the war - securitics
to offur to the public. All sceuritics which arc to be
placed on the market during the war period would have to go
to the ar Finance Commissaon bufore going to the ducuritics ‘
Ezchang. Commission for rcgistration on the Exchangc.

Coloncl Jordan The Class will l-ter wvisit Pattsburgh A1l
you please say somcthing about the power situation in ritts-
burgh - whether 1t 1s ample or 1f therc will be a shortago?
Pitbsburgh 1s onc ol the vital arces as for as tho manufacturc
of munitions is concorncd and I would likc to have the class
heer from you on that subjccota
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A - Pittsburgh was onc of the vital arcas so far as
porer was concerned during she Liorld Lar and wes onc of
the throe or four localitics in whicn a powcer shorbage
occurrcd. Povcr conditiens at this time arec very inmbeorest-
ing bcecausc during this coonomic doprcssion, or sihcc the
turn i1n thc summcrs of 1942, wc have boen having a groat
incrcasc in the curve of clectrical powcr consumption.
That hos bcon duc to the great incrcasce in domusbic consump-
tion. ¢ spcek of the mechanization of andustry bubt our
soccial lafec 1s gebbaing to be morce highly mochanized than
our industry and the ncext for years will sce a furthor in-
creese 1n 16, Tho commerciel pover hes made quite a dip
in the consumption curve duraing bthe depression. Thorce has
not been since 1929 any incrcasc at ¢ll in powor production
crpeerty, so 1t hes been poanted out continually in the last
tro or three yecrs thet as soon as we got in o stcbus of
industricl roecovery woe arc going to uxpericncce a great short-
age 1n cloestrical powers Thoet meons thot 1L uar should occur
within the noxt thrce or four ycars undoubtedly therce wall be
a scrious pover shortoge in a number of industrial communiticse.
As this shortage bcoomes ovident, however, busincss will of
coursce take corc of 1t and build to mcot 1t, Any such build-
ing, howcver, takes at lecast o yoor ond a half and 1n large
hydro-clcctric plants probably from two to four ycars, so 1%
will be ¢ consadcrable perrod of taime before wo can rcach a
conditrion that 1s oven as good as we hed in The first days of
the Yyorld .»r There 1s a roserve officer who is on duby
with the Federal rovor Commission who has made o very inton-
sive study of thce power situation in the Pittsburgh arca and
has given us a study with rcspcet Lo certain plans whach ho
thinks could be placco in operation in order ©o brecok tompor=
arily this power shortagce until aadilional poivor units might
be rasbrbuted, Thorc is onc thaing we must remomber with
rospect bo shortage of power and that 1s thot this tromcndous
incrcasc in domustic consumption of power hes i1n a woy given
us a l-rgc possiblc resorvoir from which we might be ablc to
drevr an bame of omorgeney. You remerber that during the last
war ¢ hod mecatlcss days, gosolancless Sundays, cte , and
thorc 18 no doubt but thet under a proper systom of propagnnda
we could ogain get thoe coopor-tion of the public te such an
extent that at least during cortain peok hours of load tho
consumption would bc willingly curtailed to such an cxboent
thel th rosultont amount of power would be of groat valuc in
industry. Horever, that power situation ra Pittsburgh is a
sorc point and probably will be for some tame  Even the
dovclopment thot has taken place under the T V .. 1s not of
any great voluw as for avoay cos :itbtsburgh. The ordinary
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distenee for transmission of power cconomically is 250
miles so you can soc that cven with a large installatzon
any distancce awoy from an industriol cenbter 1t is not
pessible to get the maximuam bencfit whore 1t 1s most nocded.
The study of the transmission of power over long disbancos
howcver, 1s boing mode now in a very intonsive mannor and
scveral people are toking very much intorcest in 1t, I
not.d in  rucent mumber of an cleekrical magazine a long
article with ruspuct to the possibility of transmitting
povcr over 1500 milcs  The cost, howcver, of such an opora-
tion vhich cntails o sysbum of synchronous transformers at
least cvery 100 miles together with o so-called "tuning” of
the linc vhich cntails a propor balancing of inducbancce and
capcertaace, 1s so much greatcr than the cost of powcr from
individu 1 anstalloations at placos whorce 1t 1s nccded, that
1t 1s oul of the gquestion at the presont time., Pittsburgh
15 onc of the sorc points in the power situation

Q - Docs rittsburgh power comc from Niagara Falls?

A - Wo, 1%t xs of local production. Niagara powcr is
talen coastwerd up the Mohaw's Vallcy  Thore arc somo now
power produclion facilitics in procoss of construction ncar
rittsburgh but they won!t ncarly cover the guantity that will
be regquired when ond 1f thais countlry gets beek to 1ts full
industracl production.

Q - Havec the sarctions of our noutrality policy had any
cffcet on planning of your Var Tradc scction?

A - They of coursc wall  Vhat 1s saucc for the goosc 1is
sauce for thce gander. If a country agroes to cortain sanctions
against othor governments at war they cannot but cxpect to have
the tide turnced agoainst them when their own war cmergoncy arisos.

0 - During thc past ycars you have not madce any chonges
1n rescrve stocks?

A - No

3 = Dous your division frvor aay particular plan as to
pricc fixing?

A - ¢ do not belicve in the Baruch plan which i1s that
o definite ceilang sholl be placcd over all praccs. The Baruch
plon contumplatcs that no pricce during o wor cmergency shall
risc above o dofanito cciling instituted by Govermment dircction.
The Nye Committoe reccommended under the functioning of the price
control commission thet thoy bo cmpowercd to fix prices as of o
certann fime or aggregabc of time which cxistoed before the start
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of war c¢nd not furthcr bock than a cortoin number of years
bcfore our cntrance into the war, ana that the pricc so
fixed by this coummission should give to the formor a
cortainty that his purchasing value should not be decrcascd
thercby  Thoerce arc cnough 1fs and ands in theoir wording of
the power ~nd their dirccotion to this price fixing commission,
howover, so that they can virtuelly fix any pricc that thoy
desire  Trerce arc two broad avenucs of thought concorning
prico control, onc us to fix definite prices for all commo-
datics and scrviccs, cte. The obther thought i1s that xf we
fix priccs of raw materials which we cun assume to be the
stort of our economic flow of priccs through all commodatircs,
thon woe huve instituted o governing power over subscquent
pricecs and 1f you fix the price of raw materirals,

then 1n the noturel coursc of cvents therc is not the same
tendeney for the price of finished products to fluctuato as
whea priccs arc uncontrolled from the first sources of pro-
duction If by institubing control over the prices of raw
motcrials we prevent risc in pricces of finished products,
thon lobor will have no cacusc for demending incrocscd wages,
giving as their cxcusc the znercesed cost of livang " Thon
priccs of ram mrterials orc controlled at their source the
natural forces of supply and demand arc allowed to effcet
changes in valuce oftcr thot according to their own law of
boaloncc. Thosc cre the two definite schools of thought

Q - To gct buack to the rattsburgh probleom, 1s coal the
sourcc of all powcr at the present taime? Is therc some hydro
pouer?

s = Theore 1s some of both. . good many hydro-clcetric
plants opcr te in conjunction with co.l plants and you throw
1n your coal plant at the time of your pcak load of the doy or
of the scason of the yoors

Q - I would lakec to hocr an cxposibion of the idcas of
the Contribatory Division on this thought of the Nyc Committce
thot o major war could be fought without a crcdit inflation.
That 18 the 1do~ of your division on that?

A - The Nyc Commitbcc bill is dividcd 1nto a certain
number of parts. The first part decals with the finanecing
opcrations necossary to finance a ware. That pert is not
publishcd 1n our 1936 Industrial Mobiliz.tion »l-n, and the
ropresentatives of the Plunning Braneh and the .ar Department
boefore the Nye Committee stated thet the ar Department did
not fccl 1tsclf compctent to pass any Judgment upon the mothods
instituted to finance o war but that thc only point the lar
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Dep _rtment would makc vas thet an 1ts opinion no such
financicl conbrol mcasurcs should be instilutcd as would
in any degrece stafle andustry or place any rcestriction on
the flow of material. That was as far as the Wwar Depart=
ment would go in giving any opiniton as to the practical
mctnods of financing a war,

Colonel Harris For the benefit of the rescrve
officcrs present I would like to ropcat somcthing of the
conflicts as to the responsibility of the Yrar Department
in plarning There 1s no contompletion in time of war
that the ar Dep ritment will operatc any of thesc controls
discusscd this morning. Colonecl Jordoan stated something of
the ragnitude of this Division end I quite agrece, but the
caln and cffectbive approach of the subjeet by Coloncl lrice
has resulted in o merhod aavence in the solution of the
problew  Coloncl trice i1s another officer vho 1s completing
his tour and onc who will be very grectly misscd an our
organlzation.
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