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SELF-REGULATION OW INDUSTRY

My remarks herc today have bcen planncd with the
thought that you men in the Lrmy Industrial College are
bound to h~ve an interest in thc organizations of business
men 1n the United States In general such organizations fall
into two classes <The loenl associations of business people
in all lines of cconomic enterprisc - commonly designoted as
Chambers of Commerce, and the national, regional, or loecal,
associlations of business people in the same lines of industry,
or commerce, or transportation, insurance, or banlking ~ com-
monly designated as trade associations,

Thc chambers of commcrce are chiefly concerned with
the busincss and civic interests of the communities they scrve;
and thc tradc associations are conccrned with the advancement
of thc common interests of their members and their industries,
or othcr lines of business which they scrve. To a vecry con-
siderablc cxtent business firms and individuals thet arc members
of tradc associntions likewise hold memberships in local chambers
of commecroce

It 1s morc particularly concerning the trade associa-
tions that I desire to talk to you today But 1t might be sug-
gested that any comprchensive plan for industrial mobilization
of the business units of thc country should contemplate use of
both tradc asscciations and chambers of commerce While the
tradc association 1s undoubtedly the natural agency for acquir-
ing and maintaining contact with spceific lines of industry,
thc local chamber of commerce because of 1ts familiarity with
local conditions, whether with respect to sources of materials
or on the subjcet of labor relations, i1s in a position to
rendcr veluable services within the bterritory which 1% repres-
ents

I want to sny gust a few words to you here at the outset
about thc Chamber of Commerce of the Unitcd Statcs  Vath the
Chamber arc affilinted as members the principal trade associatbions
ano local chambers of commerce throughout the nation  Policies
of the Chamber arc detcrmined cxclusaively by the action of 1ts
mermber orgenizations either through a system of refercndum or by
vote ol the delegates of 1ts members at amnual mecting In
addition to thc 500 tradc associations and 1200 chawmbecrs of
cormerce ~ with an undcrlying mewmbership of over 750,000 individ-
uals, firms and corporations - the Chamber undecr 1ts by-laws has
also in 1ts own membership o large numbcr of individuals, firms
and corpor-tions that are themselves members of 1ts constituent
orgonizations.



Turning now to our subject of "Sclf-Regulation
o” Incdustry", although thc tcrm "self-regulation" with rc-
grd to busincss has bcen cmploycd under varying circums-
stonces 1rith widely daffcrent meanings, 1% 1s commonly
uadcrstood as the antithcsis to government regulation of
or control of busincss cntcrpraiscs and business operations
In thc usc of this tcrm business does not imply or suggest
thet 1ts conduct and affairs should be wholly removed from
the realn of public regulition  On the contrary, i1t believes
firmly in thc neccssity of Congress laying down rules and the
Courts® dcfining rulcs, of public policy as esscntial to the
maintenance of law and order. Within the limits so laid down
and definecd, howcver, business contends for a right so to
adriinister 1ts own affairs and regulate 1ts own conduct as to
obviatc the nced for spceific regulation in the public interest
I shall go back to this subjecet and discuss 1t further, a
11ttle later.

Now, on thc development of' trade associations in
the Unvtcd States, the fact i1s that thce inclination in each
ficld of business to "associate", in ordecr that cach entcr-
prise 1n 1tself ray be strengthened, i1is no ncw thing among
LTICT1CANS

In turnin, back, we find assistancc from a foreign
obscrver who wos at once acube and sympathetic Somcthing
o cr onc hundred ycnrs ago a young Frenchman by the name of
slexis de Toequeville came to this country to study the cx-
nerinent 1v democracy on which this nation had embarked
1ilhough ~ ncweomer in the family of nations, the progrecss
wr 1cl the United States had madc in the preccding fifty years
in Toundiny and in maintaining a systcii of government bascd
on the prainciplc of cgual rights ana cqual liberty challenged
the 1ttention and interest of the old world as holding forth
promse of a grecoter frccdowm and more cnlightencd rule to the
pcoples o!f othcr nations.

In his "Deroeracy in aneriea" dec Toegqueville re-
peatedly cxpressed ore thought which impressed him particularly
He saad "Amcricans of all ages, all conditions, and all dis-
pesitions, constantly form associntions  They not only have
cormercial and manufacturing compenies, in which all take part,
but associations of a thousnid other kinds, - religious, moral,
scrious, futile, cxtensive, or rcstricted, cnormous or diminu=-
tive o o 4 I met with scveral Finds of associations in
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America, of which I confess I had no previous notion, and

I have often admired the extreme skill with which the
inhabitants of the Unitcd States succced in proposing a
cormon object to the exertions of a great mony men, and in
gebbing them voluntarily to pursue it. . . Thus the
most demooratic country on the face of the earth is that in
which men have in our %ine carried to the highest perfection
the arl of pursuing in common the object of their common
desirces, and have appliecd this new science to the greatest
nurber of purposes

Thesc are the obscrvations of a man recording
impressions about what he saw passing before his eycs ir
he bhod ecngaged 1n rescarch, he would have discoverecd that
associ~tions, including assoclations in fields of industry
and tradc, had asswumcd importancc long before his time  Men
with small rcsources and handicapped bceausc of difficultics
1n finding labor, associntcd with other men in similar c¢nter-
priscs in order that they might support onc enother in solving
their common problems Such association developed in a dis-
tinctively amcrican form, different from cartels and syndicatces
and othcr forecign melhods of cormon action. It 1s a method to
which funcricans turn almost instinctively. 4 result is that 1t
played 2 grecat part in our progress, It has persisted through
vicissatudes, and 1s as vigorous today as cver before, adapbed
to the conditions of our times.

"hat could be more accuratcly descriptive of the
present day value of association cffort than thc following words
of de Toecqueville "An association for political, commcrcial or
manufacturing purposcs, or c¢ven for those of scicnce and litera-
turc, 1s ¢ powerful and enlighbtencd membcr of the community,
which cannot be disposed of at plcasure, oroppressed withoutb
remonstrance, and which, by dcfending 1ts own raights against
the cncroachments of the government, saves the common libertics
of the country " Vioids of prophesy, thcsc - which rcmind us
th~t as Amcricans wec must not fail in our day properly to
evaluate and to apply the bencfieiral influcnccs inhcrent in
associotion cffort for a common cause

The need for straight thinking ana right action on
the part of busincss men has never been morc pronounced than
at the present moment  Wath the governmument in competition
wish 1%s own citizcns to a degrec never beforc rcalized, with
government spendings {ar cxeccdang all previous pcacetime
records, with o stecdily mounting burden of taxation which
harpers privatc busincss operations, with urcmployment at a
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livel which aggrwvates the diffaicultics of any plans for
busincss devclopment and stabilization, - and I mention

here only a few of the conditions which aredbstructing and
threatening cach industry and trade, - 1t rcgquires no

gifted imgin~tion to visualize the neced for all the benefits
and strength that ean be derived from the enterpriscs in cach
ficld associating together to facc the problems which confront
them all, not alonec problcms of defensc but cven more problems
of makaing advanccs decspite the obstaclcs to be surmountcd

sdvancement and protectbion through organization of
tradec associations 1s a logieal development of american princi-
plecs observed by de Toequeville in the ycar 1831 In ~ land
conscercoted to the protection of individual liberty and the
prescrvation of the right of private initiative, 1t was butb
notural thet men and cenbterpriscs having common i1nterests should
come together in voluntary associations for the protcction and
promotion of *those inlcrests The soundness of this procedure,
whcther {ron the standpoinl of thosc who varticipate or from
tl¢ standpoirt of thc public welflarc, has becen placed beyond
gucstion The development of orderly processcs of production
~nd d.-lributior, the adop-i1on of fair rules of busincss
nrec’icce woea compctitors and toward thc public, the promotion
f ancreascd ffiereney with lower costs and lower priccs, and
the bri-ging ot articlcs within rcach of an incrcasing numbcr
of consumc s, arc bencfrcral alilc to the public and to the
industry - and nover more so than todays

Thc pressing necd now 1s to guirde each part of
amcriean business on 1ts way to an carly and lasting rccovery.
L 1th full rccognition of all of the considerations, we may well
asl oursclvecs, - arc tradc associations meking the most of the
opportunitics availablc to them for the exercisc of constructive
and cffective lecndership in the interest of their members and
the general publaic?

My answer 1s cmphatically in the affirmative Cer-
tainly, there 1s no lack of cndcavor  So far us there 1s any
farlurc to attain the goal, 1t 1s not due to persistent and
intellaigent cffort of men of good will Execcubtives of asso-
ciatiors cverywherce will bear witness, I am surc, to the good
w1ll that characterizes the busincess men who carry the load
of associetion crdcavor, raking sacrifices, too often un-
rcecognizcd, for thce cormon good and the public intercst, and
corributing abilitics and experience which could not be pur-
crascd for moncy
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s a part of my answer I would point to thc record
of achicvement in rcecnt ycars I know the record of trade
associations during thc depression, and the nanner in wiwch,
frequently putting aside their own judgments, they and thear
members threw themseclves into the task of making 1R a pub-
liely beneficial institution  There never was such o demon-
stration by business mcn of their rcadincss to put their
shoulders to the natioral wheel as was given in Vashington
during the hot summecr of 1933 If the cxpcricnec and know-
ledge of %trade associntions had been more fully accepted,
there might have been a different cnd to all of these cndeavors

JI1th these cfforts associations have not stopped, or
bceome discouraged. On thc contrary, thcy arc challcnged by
the problems of the times, and arc rollying to deal with them

It 1s heertening that the aggregate membership of
tradc associations has reached a fagurc above any prc-
depression point, and that their rcsourccs, however scant for
all thcy have %o do in thcse times, arc equal to thc highest
figurc before the depression  These are signs of the gathcring
of forccs of association in all our business fields to concen-
trate still morc abtention and effort upon the obsbacles to
business and national progrcss, not merely rcrioving them but
blocking out ways for new advances. I havc mentioned that therc
arc in the ncmbership of the United States Chamber faive hundred
trade associations. Their memberships total almost a quarter
of a million This 1s not a complcte rostcr of important
associations Just as trade associations have the task of
enlarging their mermbership to the full cxtent of their ficlds,
the Chamber still has to show many trade associntions that they
have a nccessary place in 1ts activitics upon behalf of all,

We cstimetc a total of about seven hundrcd twenty n-tional
trode associations, with a mcembcrship approxamating four
hundred f1fty thousand

nassociabion 18 never to be thought of for its own
salc It cannot be mercly formrl, just a mechanical routinc,
without losing, 1ts essenticrl character Tts truc nnturc was
verv wcll deseribed by Blihu Rool, spcakin, thir™y ycars ago
ot Yolc University. Hc said  "Mcn 1nflucace the conduct of
others chicfly through pcrsonal association and wntercoursc
Therc 1s sueh a preponderance of good in humon nature that
assoclrtion with men ordin~rily begets a lilang for them s
men come to know cach other, cach comcs tu rcccive fron the
othcrs the rcspcet and confadence o which he 1s cntitled,
his echaracter and his opinions inscnsibly acquire their due
weilght and ainflucnce I% 18 not the strangcr who says, 'go
there,! or 'do that,' who 1s obeycd, but 1t 1s the old ac-
gquaintancc who says, 'core with re,' or ‘let us do thus and
so,' who 1s followcd "



No ~rmount of attempts at misrcpresentation about
the wintcntions of an association can cver overcore the truth-
fulness of thesc words or the value of men, ineluding cone~
pctitors, coming to know and understand one another.

There are other important landrmarks in the growth
and ecxpansion of thc associations within recent years. It
rey fairly be said, for example, that the World War undoubted-
ly gave great impetus to this movement which until that time
hnd developed conscrvatively and in rather lirmited ficlds
Upon the entrance of this nation into the wor the government
was suddenly confronted with the unpreccdented task of clothing,
cguipping and feeding several million men - a task far beyond
the mcans or the resources of 1ts own agcneies of production
The burden of supplying this demand necessarily fell on private
industry. To insure adequate supplies for our armed forces,
cormittecs by trades and industrics werc organized, through which
orders were placed and production cxpecdaited  Most of these cone
mittecs, known as war scrvice commitbees, wcre creatcd by nation-
2l trade associations, and received their wholc-hcarted support

The rccord of the war service committees 1s one of
lesting achievement, From the sbandpoint of associction advance-
rcnt the orgenization and work of thesc committees appears to
have two important espects  In the first plooe, daircet contact
betreen the government and the war scrvice committees dispslled
ruch of the hostility which had formerly cxisted on the part of
public agenecics tovard business bodics, at the samc time pro-
viding the government with conclusive proof of the efficacy of
dcaling with rcepresentative and rosponsible busincess enterprise
-8 - means of sccuring adeguatc and dcpcendable supplies in
times of cmergeney  Of even greater importence was the effect
of this cxpericnce on the individual business man  Vhether he
wos "associntion~mindcd” or on thc other hand, whebthcr hc con-
sidercd himsclf to be one of the lcading cxponcnts of the
doctrine of rugged individualism ~ I have reference, of course,
mercly to his attitude toward his corpebitors - he found him-
self in thc pesition of working cooperatively  Hc discovered
soric of the bencficicl results which flow from acquaintance
with his fellows and from effort in association toward a cormon
objcetive. By personal contact with others in the same kind of
business hc learncd, pcrhaps for the first time, that his com~
petitors were men of flesh and blood like himself, usually had
Just as good motives, and werc generally endowed with many
adnireblc gualitics he had not hitherto associatecd with com-
petitive conduct on the part of others To the war service



PN

T R

L e S S

A, X T v TR e s BT TTRas e e

committees and their practical demonstration of the valuc

of business cooperation, and to the national trade associntions
actively participating in this program, must go crcdit for much
of the newly awakened interecst in trade orgnnizations and trade
organizabtion procedure irmediately following the war period

I w1ll guote a resulution on trade associations that
was adopted by the Var Energency and Reconstruction Conference,
held by thc Chamber of Commerce of the United States in December
1918 This resolubtion read as follows

"The cxperiences of the war have clearly
demonstrated the valuc of national trade orgnniza-
tions .nd their service to the country as well as
to industry

"This conference heartily approves the plan
of orgamizing each industry in the country in a
representrtive netional tradc association and
cxpresses Tthe belicf that every dealer, jobber,
manufacturcr and producer of raw materials should
be a nember of the national organization in his
trade and cordially support 1t in 1ts work "

But the benefits of war expcrience were not to be
gathered and cocrdinatsd without dismaying interruption
Not many years had passcd before the Supreme Court rendercd a
deccision in a particular cose, using language of apparently
general application  Such gpolication cost doubt upon the
legal propricty of men in busincss assoecieting with one another
It had cven been argucd before the Supremc Court thnt any
associ~tion, whatcver 1ts purpose, wes inherently 1llegal
Th~+t therc should be confusion wos 1ncvitable It was equally
incviteble that the Supreme Court should cleer away the mis-
apprchensions 1t hed causcd, and the result has been that in
probably no field of lew has thc Supreme Court more scrupulously
cndcevorcd to weigh and to definc the rights and the obligations
of the several intercsts involved - thc publuic, the industry,
and the individual - than in the low rclating to tr-~de associa-
tions .8 steted by one comcnbator, "The problem of the Court
hes becen to stric a balance which wm 11 allow thc maxirmwm of
concerted action without destroying the rights of individuel
trnders, and without infringing on the rights of the public
To the i1ndividual 1s precscrved the right of cngaging in the
busiress 0 his choice, unhampcred and unrestrained by artifai-
cial barriers erceted by his competitors To the associ~tion
18 A~surcd the pravilege of worl-ing to protcet 1ts industry fron

1t



withir end fron without, of pointing the way of development
and of collceting and distributing informetion concerning
exi1sting conditions in the industry which will cnable 1ts
merbers to conduct their own business operations most intel-
ligently in their own best interest, And to the public is
preserved 1ts intercst in the maintenance of free and open
compctition in nccordance with lhe declarations of public
policy cnncted 1n the anti-brust laws.

Trode associntions thus heve the way open to thenm
for greater uscfulacss than ever bcfore to their own constitu-~
cneies and to the public of which every industry and trade 1s
o part, This opportunity 1s increased by the end of NR.  us
that institution developcd 1t went contrary to our nationsl
tendencics The nrerican people gencrally - and the American
business nan 1s no excepbion - do not tale kindly to a rigorous
inter-nieddling on the part of the government in matbers which
have long been deerned to be of purcly private concern  The
interferencc by representatives of thc government in intimate
deta1ls of business operation and manngement have undoubtedly
becn responsible for somc of the present antipathy toward any
revival of the NRu prograrm  Business men and the public dis-
tinetly recjectcd the 1dea o” government of business from
vrithout,

This decision having been mrde, there is the alterna-
tive of self-control, with sssocintion eiforts the best means
of promoting self-control  Tha’t there are but two albternatives,
IIr Roct wisely said in 1907, 2f I may quote him agoin  His
terse stotement was "lMen must either govern or be governed,
they must tnke part in the control of their own lives, or they
must lead subject lives, dependent an the little things and
grceat things of life upon the will and power of others "

Selfrcontrol 1s a very comprehensive term  In the
c~se of associations of men in an industry or trade it contains
possibilitics which may not at once occur to us. Sone of them
ericrge when the enactments on our statute books are examined
It soon becomes apparent that those statutes which have had the
most gencral anccepi~nce, and which have been most fully observed,
hnve been but restatements of a cormon law 1tself incorporating
those rules developed by men in their daily transactions with
onc another in industry and trade  The contrast of ennctments
with such rcalistic basis i1s striking when attention 1s burned
to the history of laws attempting to sodify abstract ethies
or assumed cconomic principlcs of the moment. The process of
formulating cormon law principles is continuing  Every trade
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association can assist in their formulation - for example,

1n extending fair practices in corpetition, until the public
w1ll have the full benefit of each enterprise standing solely
upon thc intrinsic worth of 1ts product or scrvice and the
ability of 1ts management - employer and erployce nlikc being
frcc from the menacc of unfair adventages elsewherc Lord
Mansfield's chief claim to judicial cmincnce rcsts upon his
trensferring bodily into the law wholc systems of trade cus-
toris that had been gradually brought into cxaistence through
the daily ecxpcrience of men dealang with realities

In nore rccent yecars the tendency has becn to trust
to legislative action to originatc the principlcs and means
for mecting problems But thc courts continue their rcadincss
to g1ve recognition to rulcs drown from practicel expericnce
That would seen to be the interpret~tion that i1s to be placcd
upon the applications given by the Supremc Court to the Federal
Trodc Cormission Lct  Those dceisions rey very rc sonably be
considcred os inviting cveryonc corccrncd to sccl further
Propress

In the light of the deeisions of the Suprec~c Court and
the cxpericnece of the last two yecars, the wey of opportunity for
cach tr e association would sccr to be wn the dircetion of
rcaching » conclusion ~s to the coursc the public antcrest nakes
aprroprinte for i1ts ficld and then to  fford facilities for pro-
rotion of seclf=dcvcloprnient and sclf-control th-t will advancc
this public intcrecst  Offhand, 1t might scem to be the essen~
tial qucstion to suggest detcrmnation of the public intcrest,
but this 1s not the casc with trode associations, bvery trade
association hes beforc 1t a great range of tricd and tesied
activitics from the rich cxpcricnce of associctions over a
pcriod »f fafty yecars and more - cxpericncec into which a we~lth
of ability and cffort have gone,

The Fedcral Tradc Corrussion wet in 1914 contained
provisions that were taken as very pronising in the development
of sclf-rcgulation through thc tradc associntinns For norc
than 20 vears now the United States Cherber has been steadfast
in 1ts bclicf thot the provisions of thce Trede Cormission .cb
with rcspeet to unfair nethods »f ¢ rpetaition afford an oppor-
tunity for uscfulness, public and privete, cguallcd by few
other statutes - the opportunity to develop fully and foirly
the distinctions which all should follow between what 1s fair
nd whot 1s unfair in ncthods, which an and of thernsclvces,
contrin nothirg of norel obliguity but hovec signific-necc only
for cconomic hcelthfulncss or unhe lthfulness The Suprenc



Court's atbitude has lTept this opportuniby opcn  Its de-
cisions continucd in reccnt ycars scen to meke this clear,
It hes upheld the Cormissinn in 1ts dceisions in favor of
reisonble standards set by the responsible and thoughtful
nerbers of industrics such as constitute our trade associro-
tions

The possibilities of further devcloping this
chanrcl oi sclf-rcgulation in industry arec stall of great
interest throughout unerican busincss circles,

From 1919 t» 1930 Trade Precticc Confcrencc Rulcs
vcre senetioncd by the Cormission for more than 150 scparate
mdustrics or trades  although 2t 1s difficult to mcasurc in
tav definite woy the cffecet of this program, 1t may be stated
viithous hesitrtiomn that in many instences the standard of
corpcetitive conduet was materi~lly improved through the adop-
tim and observoncce of The rulrs %o which the Lommission had
given 1ts approval. Thesc rulcs dealt wnith such subjccts as
sclling bclow cost, cormcrcinl brabery, scerct rcbates, cspion-
age, f~lsc ndveitising, iraud and msrcpresentetion, inducing
breech of contract, and various »ther procticcs rwre or less
corron 1n comebitive relations It 1s undoubtedly true that
the oraginnl conccept and the wiork of WR., so far as thecse re-
lated to the clirunation of unfair practiccs, arc dircetly
abtributablc tn the carlier cxpcrience undcr the Trade Practice
Conference,

Duc epparcntly to ccrtnin misgivings ns to 1ts
authority and also bceause of sornc spprchension that the
Confcrence rules werce being misuscd, the Fedcral Tradce Come
nission 1n 1§30 proeceded to revisc very substantially the
rulcs which 1t had previously approved or accepted, and there-
Aftcer refuscd to rcecive any rulcs whaich werc not merely re-
strtenents of cxisting law. aturally this tcndced to destroy
the intecrest of business in this procedure and rcsultced in
grceatly diminishing the number of applications for further
Tr~dc¢ Precetice Conferences

Sincc the termin~tion of the VRA, howcver, there has
becn a roweved wnterost an Trade Practicc Confcicnee Pruecdure,
and 1t 1c entarcly possiblc thet evertuelly this procedurc,
perhops 11 svikwhat rwdificd frrm, will be given spceific legal
s newion

I want to talc this oceaszon to mention to you the
I" #1mnl Cherber's interesy in Moty mal Defensc questions,
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and £t makc a Lcw observations with rcgard to industrial
rbilizalion and the preparation of .merienn industriel
cricerns o discharge theoir war-tirnc production responsi-
balities

In discussing thc war servicc commitbees as an
1rportant feature in the developnent of the tradc associa=-
trions, I maght have stressed the part of the Chanber of Com-
ncree of the United States.

We have had spceral cormittecs on National Defensc
gquestions through many yecars  Sincc January, 1933, thce National
Chember has talen a very definitc interest in all gucstions
rclating to National Defense, through the activity of its
Netarsnel Defense Cormattec, thet commitbece having on 1%, as
cx=officio mermbers, reprcsentatives of the Arnmy and Navy
The prcsent National Defensc Committee has as ex-officio mem-
bers, Adniral "illaan H Standley, Chief of idaval Operations,
Navy Dcpartnent, and Major Gener~l Geoige S Simonds, Deputby
Chief of St~ff, U S, Arny, Tar Department

Just tir years ago we scnt out to our members, for
rcferendun vote by the organizations, quite o couprehcensive
rcport coibrining recorr cndations ronging over o broad ficld,
by our Natimal Defense Cormittec ws o result of that vote -
in vhich very few ncyntive bollorts were enst - the nerbcership
of re Chonber expresscd itsclf verv positively in favor of
the following, propositions

1 Thc United States should continuc support of
the principle of lamitation of artaments by agreerent

2 In agrcenents for laimitatisn of neval arma-
ment the United Statcs should obtrin assurancc of a
flcet adcquate o protect our shores, our territosrics
and possessions, and our foreign comricree to an extent
cqual t> that enjoycd by any other power

3 Thc Unitcd Statcs should naintain 1ts flect
in relation to the flcebs of other contracting powcrs

at the ratio cstablished in agrecnents for limitotion
of arrament.

4 "thin the terms of agreements for limitation

of armancnts thc Unitcd States should systematically
progrom all naval construction and modernization

- 11 -



5. The Unitcd States should at al 1 times
maintain naval personnel nceded for efficient
nperation of all corponent units of existing naval
vessels,

6  The United Stntes should continue the
policy of troining rescrve persoyanel sufficient o
rcet all demands f£or Nevy personnel in the cvent
o wer

7  The United Stotes should give continued
supp 'rt £, the up-building ard maintcnance »f an
amcricon-nmed merchant mrrine suitable andadequate
o5 2 n~rval auxiliery in the event of war,

8  Thc United States should rmaintain the
principles Of army orgonization embodicd 1n the
cxisting HNati-nal Defense laws, calling primrily
for A smnll active military force to serve, with
the Uational Guard and the Organized Reserves, as
the nucleus »f A large citizen army in case of
crergcney

9 The Unitcd States should rokc provision
cach vear far army personnel and rcserves adcquate
to mcet the objcetives of the National Defense laws

10. Thc Unitcd States should underdalrc and
maintain o systomatic program £or modernization of
army cquipncnt,

11 The Unaited States should have systemntic
plannin, for reserves of war materials and for indus-
trial mobilization, with amendment of the National
Defensc wct to permit edueationel ordcrs for equip-
rnenl, munitions and accessorics

12 Vithin the terms of agrcements for limita-
tion sf armrments, the United States should pursuc
~ systcmatic progran »f building and maintaining air
scriiecs 1n the army and in the Navy adcgquete o
ottain the sbjcetives of the Netional Defense laws

The cormittce report devoted c¢omsidcrable sp.cc to
the subjycot >f war rcscrves and industrial preparcdncss,
including an indication ' the cessentials i1n the Industrial
. bilazatim Plan thet had becen epproved by the Secretarics
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Jf Wor and Navy in February 1933 1 would point out to
you thot through submittal of this report the Chamber
brougpht the discussion Hf this subject before 1700 of
our mcmber Orgonizations and mary thousands of business
men In o 1 we distributed over 35 000 copies of this
rcfercandum pamphlct

In connechtion with the work of the Planning
Branch »>f the Officc of The wssistant Seccretary of ‘lar, I
am told that the detailed plans for the mobilization of
the country in the event our Congress again found 1%
necessary t7 dcelrre war on a foreign powcr, comprise the
following

1  Dctermination »f requirements

2  Developrment of plans for procuremecnt of
such rcquirements

3 Determnination of mecsures to be employed
to insurc the proper coordination send usc of the
natior's rcsourccs,

4  Develnpment H>f plans for the organiz-otion
of ~dministrative machinery that will execute these
control measurcs

That there should be ndvanced plenning 1in all these
respeets 1s rceognized by business as being but a neccssary
and proper component part H»f our Mational Delense

The determination »f the requiremcnts of war materials
tH bring %o a successful conclusion a y wer in which this country
mrght find 1tself 1s of course =~ highly technical problem, which
most business men find thernselves unquolified t> discuss  This
rust depend largely on facts and the judgment of our ‘lar and Nevy
Departments regardin, then

hs to the othcr three components of the plan for indus-

trial mobilizotion, business vicwpoints should be talen into
account It 1s of course recognized that the rcsponsibilaty for
the formulation »F plans for the procurement of war meterials

and thc use and coordination of the nation's resources rcsts
with the Tar and devy Departmenils  But to placc these plans

1n cffective operation in time »f war requires the full co-
operation of most of the agricultural, industrinl and service
units of the nation 1 do not need to underline for you the
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advantages of wholehcerted conoperation over coercion It
scems clcar that plans should be mode known ©o business
organlzetions and busincss conccrns and efforts dirceted
to assuring that they arc able and willing effcetively %o
discharge the tasks assigacd to them

In w rkain,, >ut the detarls ol such plans, it
secms By me that there arc scveral fundamental considerations
vhich shoruld be Yept 1n mind  First is that business in the
United Stetes 1s organized pramarily to satisfy the pcace-
tine ncods of our peoplc Undcr the american system the
or 1% rotive, when not arbitrarily interfercd with by govern-
ment 1n unwise taxation, rcgulation or compebtition, has pro-
vided the citrzens of this nation with a higher standard of
laving, shortecr hours ni wor¥, and nnrre opporbunities for
pcrsomal advancenment than has maintained in any other nation
of the world  The welfare of our people depends upon the con-
tinucd prafitablc operatisn »f american busincss. Our war
plans should always kcep thcse fundementals in rand

T believe thot I represent by far the preponderant
opiniom among respeonsiblc american busincss men 1n saying
that busincss men do not desirec ~ther than a reasonablc profit
in rclotim ty the rsks assured for furnishing the wor-time
1ecds of the nation To atterpt to limit profit below this
porint 1s only going to place the gnvernrcnt in a position
whcre 1t will be purchesing beclow ~ fair pricc and where 1%
w1ll find a dearth of supplicrs who can enthusiastically and
cnergetically assunc the tremcndous tasks of mecting the war-
time reguiremcnts »f the mation

It 1s recognized, °f course, that the President in
tine o8 wor hes the potrer to requisition, license ard comman-
deer  Bub £ eall such powers int, use in plecc >f voluntary
c oncration Hf leb-or and industry with the government should
be cntircly unncecssary

I hove statbed thet busincss shoruld be corpensated
durins tiwmcs Hf var Hn the basis »f a fair profit £or the
risis 1rvolved These risks arc, of course, many  The most
inportart Of these arc - rapidly rising matcrial and labor
custs, risks »f rejeetaiom of goods under inspcetion rcequirc-
ments thav in themselves arc proper but mnany times arc unin-
tclligently and arbaitrarily applied by insufficiently trained
inspcetrs, the risk of eanccllatisn >f contracts, the risk
>f lrss Hf pcace-tirc markets ©o competitors, and the burden
>f finding, at the cnd »f thc war, the enterprise saddled with
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investnents in bricks, mortar and spceial equipnent which
cannot be thereafter profitably utilized. To the extent
that planning can reduce these risls the governnent should
be able to purchase at cormensurably lowcr prices, The
elimination of any of these risks, or any part of any of
them, will naturally make for greater industrial efficrency
in btime of war and a quicker rcburn %o normal conditicns
upon cess~tion of hostilities.

It 1s my opinion that busincss men are perfectly
willing that thelr war-time contracts should be on such a basis
as to provide limitation of profit to a reasonable recward for
the risks talen and the facilitries ubilized In the limita-
tions of such profits, however, whether 1t be by excess profit
toxation or by cost plus eontracts, business men should be
assurcd in advonce that in the detcrmination of cHsts proper
recognition will be given to all elements of cost involved, in
accordance with the best ncecounting practice pursued by
business men in the peace-time opcration of their enterprises

I have suggcsted carlier in this address that govern-~
ment agencics developing these plans could matcrielly impr ve
their worbability by consult~tion with those in industry. There
1s an ther point which scems t2 be, in my mind, cqually important
end thot 1s thet whatever roile 1s assigned to business in the
plons finclly developed, business should be rcasonably acquainted
with 1ts role in advance of declaration of war and, therefore,
prepared t5 give creditablc perforrancc. I understand that, aos
tr certain 1mportant munitions, ol loftments are actually made in
advence to individual enterpriscs I am woindering whether such
allotments and particularly their accepbance mode in the past
have been checked with the changed conditions in which many
enterpriscs find themselves After so many ye~rs of depressed
conditions. In other words, 1t would seem necessary thet these
allotments should be periocdically checked and particulerly in
tincs of rapidly changing business conditinns.

o most practicel and satisfactory method of acquaint-
ing industry with the role 1t 1s to play in time of war 1s, 1n
the opinion of the Chamber, the granting of cducational orders
Since 1928 the Cherber has becn urging such a measure., I have
cited our rcferendum declaration on this point. In 1928 our
annual meeting rade the following declaration

"Modern war 1s a war of machines and rcquires

these machines i1n numbers herctof re undreamed of.
The capacity of government arscnals for the
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moanufacture of these machines 1s small compared
with the volumc required in timc >f war In

order that industrial cnterprise may in times of
peace become familiar with munibtinns manufacture
and be prepared t> do 1ts part in war production 1t
18 cssentinl that the National Defense nct should
be so amended as t, permit the Secretary of Var to
place with industrics orders of an educational
cheracter for equipment, munitions, and acccssorics
In this menner H»nly can commercial cunccrns obtain
familinrity with war requirements and have theuir
place in industrial war plans of the Var Department.”

It 1s 2 pity thot we heve not utilizcd this mcans
P governmentel cmployment during the depression It should
s1111 bo urged upon Congress,

Onc corment T will venturce on this whole subject
»f aindustriel rbilization 1s that industry i1tself, despite
the short period thal has elapsed since the World Jar, is
not ncarly so conscious of the importance of industry in time
of wnr as arc the military officials upon whom rests the
responsabilities 1mposed by Section 5-u of the National
Defense snct,

In this part of the discussion, as in what I have
said with refcrence to the trade associations and business
vicwpolnts generally, I hope I heve succecded in the effnrh
to Feep onc eyc on our thene of "self-regulation in
industry”.

In closing, let me assurc you of the coatinuing
intecrest of the Charmber of Commercc of the United States in
trc whnle field of National Defense "¢ reengnize our limita-
tions in such a fiecld, and our aim and purpose are Lo deal as
sympathctically and intelligently as possible with those
phases »f your field which come within the rangec »f our
intcerest and our competency

- 1B -
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DISCUSSION POLLOWING LECTURE BY Mr. HARPER SIBLEY
= "SELF-REGULATION OF INDUSTRY"

February 28, 1936

Q = We have seen how the World War had a beneficial effect
on the formation of Trade Associatioms. I wonder whether the N.R.A.
stimulated the formation of new Trade Agsociatlons or had any effect on
them?

A - Duraing the peraod of the N.R.A. they were set back because
their shops were turned over to the code anthorities, although the code
suthorities and the trade associations were the same people. After the
N.R«A. went out of existence there was a feeling that voluntary government
was absolutely necessary. It was controlled administration. We had a
desire for the type of thing i1t was hoped the N.R.A. might do and business
men came here with high enthusiasm but unfortunately the codes wers not
administered slowly enough or wisely enough., The trade associations are
as strong as before and probahly stronger. They have learned a great
deal and know more than they did before the existence of the N.R.A. Ve
think it has been helpful teo business.

Q = At the present time manufacturers are confronted with a
great shortage of skilled labor. Is Industry doing esnything at present to
improve thas?

A - There is no doubt about 1t - there 1s a growing shortage of
skilled labor in some liness; there has been lack of development of
employees in thes lines. It is not tremendous yet but 1t is impending
and if business goes ahead as 1t has there will be a serious shortags.

Mr. B That was my job in the Chamber - foreign
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trade activities. There 1s an effort being made on the part of

foreign traders to get back those men who have drifted out to other

ooscupations. That 1s being done through the American Trade Association.
Whether others are doing the same thing I could not say but 1t doss
represent one definite channel through which men who have drifted into
other ococupations can be brought back.

Q@ = Is inlustry training apprentices?

A - I don't know whether they are training apprentices ashead.
T"do know that industry is worried about 1it.

Q = In the case of an emesrgency there will be competition for
labor of certain types. Has the Chember any 1dea of how to keep that
within the bounds of reason?

A = I doubt very much 1f we have sctuaslly faced this critieal
question. The whole thing would have to be put on a war basis and allotted.
Up to the last few years 1t has seemed incredible that there should be war.
It 18 only within the last few months that the world has felt we are
possibly facang war. Because we were more or less isolated we have felt
reasonably safe. Then too, there was such a surplus of labor that we did
not worry about it. It 1s doubted if we have ever come to graps on that
problemn.

Q@ = During the last war the excess profits tax was put into
effect and 1t took a great deal of profit away from industry. Do you think
our attitude toward placing increased tax bills on the books will delay a
quick start of war production in case of a national emsrgency?

A - There are going to be some careful studies on taxation and
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we hope unrsasonable taxes wrll not be put on the statute books.
Yesterday the Advisory Board met and had lunch at the ®hite House with
the President and ome of the things they determined to do was to form

a committee to study the question of taxation. It 15 hoped we won't

have unreasonable taxes or the confiscation of profits during war. On
the other hand, I think everybody objeets to industry making

large profits out of war; that is not fair. There were undoubtedly many
who made unreasonable profits. However, I remember one man who had a
contraect for eaps which he took at a price of 18 cents when actually

the usual contract price of caps was much greater. He got inbo production
and made & tremendous amount of money - gquite unintentionally and he was
rather ashamed of i1t. I think 1t 15 only fair to say that any profat
above normal return should go back to the Government.

Q = One of the methods proposed for the payment of war debts
1s in the form of certain strategic raw materials. Can you tell me the
ettitude of industry toward that payment or is there fear that 1f payment
were made in that manner it mght be diverted into industry and thereby
cause loss.

4 - I think there i1s very unreasonable fear of imports on the
part of our Ameriecan people. The minute they see any goods coming in from
a foreign country they say it displaces production. They don't realize
that trade creates trade and if we bring in imports we can buy exports and
employ labor on doing 1t. There 1s a lot of thanking that is wnreasonable
and I don't think we can limit trade by eonstantly inereasing tariffs

against imports. We have got to let more come in end mors will go out.
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I think there 1s an unreasonaple clamor against goods coming ain.

For instance, take the question of the importation of grain this last

year. We had a tremendous drought in 1934. They did not harvest any

§

gralﬁ?%he state of Nebraska. As s result a great deal of grain came in
from the Argentine and we kept our prices at a reasonalle basis. There=-
fore the outery against Argentine grain coming in is radiculous. They
all point to the fact that reciprocal tariff agreements would bring
more imports. We ought to have & reasonabls protection for our own
producers but we must not get panicky because there 1s a reasonable
amount of import trade.

@ = Is there active and organized opposition to the proposition
of obtaining educational orders or is it .merely indifference?

A = Certainly there i1s no active opposition on the part of
business. We have constantly supported the proposals in Congress for
modification of the National Defense Aet in order to psrmit educational
orders. The opposition has been in Congress. It is quite posslble\that
there may have been indifference in 1928 and 1929 on the part of bus-
iness 1tself, However, the vote on our referendum showed them to be in
favor of 1it.

@ - Is that proposition a part of the legislation progrem of
the National Chamber?

A « It 15 one of the proposals before 1t in the referendum.
The moment a1t appears that such legislation i1s likely to make progress
#e will ask our organizatron members to express their views. We do not

"
dictate to our member groups; we say that on such and such & date a vote
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w1ll be taken on this proposal. This legislation i1s now becoming
urgent and we recommend that you file immediately with your Senators
end Congressmen your views." We know a great majority of those wiews
will be in favor of the proposal.

Speaking of production, I could mot agree with Mr. Gay's
statement yesterday about production. He said 1f you had one million

bushels of wheat at $1.00 that was good, but 1f you had two million at
$.50 that was better. That would not be good, it would be bankruptey
for the farmers because that wheat would cost them §.75. It costs that
for the average American farmer to produce wheat. $.75 would let
them get by. That cost 15 made up of taxes, interest, transportation
costs, costs of machinery, gasoline and oil; +these are all fixed charges
and the result as that 1f the price dropped to $.50 the average farmer
would not be able to pay his taxes and interest, and it would bankrupt
a large share of them. It would be nice for the consumer at the expense
of a large aree of our people. What we have to have i1s & reasonable
balance. If the Ford plant were to turn out 4,000 cars a day that
would be all right; af 1t cturned out 8,000 the price would bresk and
the plant would collapse. So 1t would not be good to double the amount
of wheat and cut the price in half., We could not meet it.

Q@ = In connection with price contrel, certain orgenizations,
members of trade associations, have for e number of years submitted
bids which, when the cost of the product was computed at point of

delivery, would be uniformly the same regardless of the socurce. In
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certain organizations functioning under the code authorities in certain
areas regardless of the course of material, the cost when computed ware
found to be uniformly the same. Is that the general policy of the trade
sssocrations of the Ue 8.7

A « I am 1neclined to think that was the desire of some business
men who thought they could fix a price above the est and more or less
gstablish their profits but I think they learned 1t was not a practieal
procedure. I don't think it can be done legally and I don't think most
business men feel it 15 good practice. There 1s & system of open price
filing, which 1s not fixaing however, 1t is filing prices in the open so
others may see them but 1t 1s not comspiring to fix prices. Prohably
that would be helpful under the right procedure and tend to keep prices
in a fair range. I thin« that you can't just fix prices ~ whether 1t is
in raw materials or not. You can't fix a price of 12 cents on cobton
flor 1t won't move unless it 1s a world price. If the price is high,
goods back up. Business men have gotten over {their desire to be guaranteed
prices or to be able to fax them.

@ = Along thet same laine, are not prices practically faixed in the
01l and gasoline 1;dustry by cooperation between industry? If one ﬁblace
raises the price of gas or oil you find the rext day that all the others
have raised to the same price.

A « They have got to keep in close touch with each other. It
probably is not conspiring together; it 1s more omne competitor meebing

another. You run across the most curious thing in traveling around the

country, in Californie you buy gasoline or oil right beside the oil der=-
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ricks and you pay more then you pay in New York. It 1s even 50% or 60%
higher then in New York CGity. There 1s no unaform price scross the country
but they have got to keep in line with each obther. If one establishes &
price and the others don't meet 1t, they won't sell gasoline for long.

They can't openly make any fixetion of prices between each other.




