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THE PRINCIPAL FF~ATURES OF WORLD WAR INDUSTRIAL MOBILIZATION 
AND THE~IR POSS.IBLE APPLICATION IN- FUTURE E}{EROENCIES 

I am going to try a new stunt - I am going to try to 
speak e~temporaneously. I ought to know the Subject, but 
whether or not I can present it here I do :hot know; ho~ever~ 
I am going to try. •~ 

• , . . , 

Industrial mobilization means the arrangement of a 
country so the fighting men can get what they want in men 
and •materials~ when and where they want them, Modern war 

. . . .  e o is fought not only on the land, on the isea3 and in the alr, 
that is, on the war front~ but on the •home front behind the 
line; and also on the' third front~ the neutral front. By 
the "neutral., front I mean those great Countries or areas 
which lay outside of the fighting forces. I shall deal 
With each one of these in turn. 

%~hile the fighting forces should receive each accord- 
ing to the quickest winning of the ~ar, and that of course 
there cannot be any question about, this should at the sam~ 
time be done so as to keep as far as possible the home front. 
That is why you read a good deal about the so-called ceiling 
on prices - home front ~ control. Those of you who are 
familiar with z~v recop~nendations, which I think have been 
adopted by the Arm$~ and Navy, know that I have suggested 
that we put a ceiling over prices as of a day previous to 
the declaration of war~ v~hen there is some peace-time 
relationship between prices, some ebb and flow of the law 
of supply and demand. The idea of putting a ceiling over 
prices is not so much to take care of the Army and Navy, 
because they always have the power of commandeering,, but 
for the purpose of keeping the home front satisfied - that 
vast number of civilians: menj women~ and children, who 
flare to stay at home; to protect that large number •of men 
and women who have to work in the factories from being 
exploited, or being either willingly or unv¢illingly 
profiteered upon by the manufacturers and producers of 
goods. Of course somc~ are not old enough or able to work 
in the factories. If we did not place a ceiling over 
prices no one wroth fixed wages or salaries or income could 
possibly live. Also, you hear stories of profiteering, of 
exploitation, ~hich dissatisfies not alone the people at 
home but permeates into the trenches of the front line. 
If you remember, Ludendorf saidthat his home front 
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crumbled long before his ~',lar front did. 
neg lec t  of the c i v i l i a n  popu la t ion .  

That was due to the 

I kno'~ that I am neither an orator nor a good speaker 
and I kno~.1 that I bite my ideas and my sentences off, so at 
the end of my. address I hope that in .any phase of this thing 
which is not clear to you, or that I have not made clear to 
you, you ~-~ill have no diffidence orbashfulness about asking 
questions to clarify the subject in your own mind. Maybe 
you might clarify my mind a little, 

Vv~at I i~ave in mind in order to keep. intact this home 
front, which is so important, is so far as we can to have 
the status quo remain in the various relationships between 
segments of our ~ society. AS you know, when we put a ceiling 
over prices there will be immedihte!y, established a price- 
fixing committee which will raise or lower, according.to 
the necessities of the occasion, prices of anything or any 
segment of production. This arrangement will pre~zent 
profiteering. 

There may occur to ~ou various objections to this plan 
or some impossibility in carrying it out, in whic]l •case I 

Q 

want you to ask me questions. I remember in an address 
before the Uar College some man said: "BUtj Nr. Baruch, 
how can you tell what these prices are? For instance, if 
I order a suit from a tailor, how does anybody know what 
the price of ti~at suit ~ras on such and such a da ~y,o,, I 
said: ',You know and the tailor knows., That is true 
of all prices as of any date that you might set, isn,t it? - 
you ~rould know and the fellow from whom you ordered the 
things ~rould kno~-r. In this day when ~e have war and .rumors 
of war there would not be anything difficult about setting 
a Ceiling over prices as of this date, thirty days ago, or 
whatever it may be. ?~hat everybody has in mind ~.rho 
criticizes that, is the condition of affairs that existed 
when we entered the ~.~orld ~ar, wh@n the whole structure 
had been shattered by the tremendous demands of the Allied 
forces who competed one ~.~ith another. And then on top of 
it came our own demands and we had to handle it in a 
different way. We Said: "No higher prices,.' and we 
started to oush them do~.~n. Ho-~ever, you see how simple 
it would be to put a ceiling over prices. I want you to. 
keep clearly in Your mind that that is the most important 
thing in keep'ing the home front, which is just as im- 
portant as the battle front. 
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Putting a ceilingover prices ~{ili absolute!y prevent 
what ~ve call ',run away markets '' and that dread disease which 
attacks in war and threaten s. us: in peace - ~,'.inflation.,, 
believe no. systemof, taxationalone will do .that. : Those 
of you who " are .aware of my.recommendation know that I have 
suggested two. ,things : puta ceiling over .prices.~ have .a 
Drice-fixifl]g corm~ittee to .readjust suchthings as are 
necessa?y.; and put into action a tax program which.will ~ 
skim off all that.you can .Up to the point where you._wil! 
not #revent the Army and .the ' Navy"getting what theywant 
when they want 'it. I had quite a discussion.with some 
people'who ~iad an. idea that they could .carr~y"int0. effect . 
something.like "production for use.', I t.hink that. is a "" 
very fine and noble idea but whenyou ire faced with a 
ruthless enemy you liaven,t got time to .change any ,philo- 
sophic idea of the foundations of our society which has 
been geared on profit. In "~ar time we think people, will 
practically throw profit aside but we have to let them 
have something because people, have to.live. To keep t.he 
home front ~.,~here it ought to be.~ however~ ~-~e have got .to. 
see that that is the very lowest amount which will keep 
the machine going. The great machine al~ays is the fellow 
in the front line. The .home front is important but if you 
do not keep the goods moving into the Army it cannot fight. 

i was glad to see the other day a statement by. General 
Craig, your distinguished. Chief of Staff,in which there 
was a discussion df the various divisions of the fighting 
forces: in the air and on the land. He said what I .think 
is the true.thing: tha~ it is the soldier .with the. cold 
steel in his hand that is the dominating influence in war. 
We have got to let him hav.e everything, but I. want to do :. 
it without despoiling the people at home 'unnecessarily. 
! would take the last drop of water and the last. bit of 
bread ff.om the home forces in order that the fighting 
forces shall have it but I want ~0 prevent, the taking. 
a~vay of. things fromthe home peoPle that the Army is not 
ready to use. .. . 

In the beginning of the last ~.rar we .heard much about.. 
the Various schools of thought regarding prices. There 
was one school., of thought that. said: "Let them go as high. 
as they ~:.rant and ~.fe will .take it off through the excess 
profits ta w ~e will let the law of. supply and demand work.,, 
The trouble ~ith that" is tb~..t the prices will go so high 
you could not see them. Even if a manufacturer got 10% or 
15% net to himself - that is, if the excess profits tax 
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were 85% or 90%- he would still make too much if prices 
were not held do~-In, if you let them go with the law of 
supply and denmnd; and the poor, unfortunate worker for 
"~ages, whether it be the..toiler with his hands or the 
~-Thite. collar brigade, would not be able to buy a sandwich 
once a day. Incidentally, the law of: supply and demand 
demands time-in rrhich to work, and, as you.gentlemen know, 
you haven,t got time-in war to wait until a fe.ilovr brings 
in the stuff: ~you have to have the. stuff right away, bo 
throw it at the enemy.-.l know the law of..supply and 
demand will work.but we ought to help it.~iork by prevent- 
ing the breaking- into v~z-hat Ica!l ,,uneconomic areas,, and 
unnecessarily.destroying peoples. What . is" needed is - 
time-for•it towork. If .any one would like me to dilate 
upon that •subject later ..l.will, but .I want to continue 
,~rith. nO~ address so as .to cover the. whole subject.- 

r . 

• Tllere is a very great difference. in the. prices and 
profits in peace and in war.. In :~¢ar you. have the urge 
of sacrifice. Everybody wants to get. his place in the- 
line; theyvCant to be in..the push-over no matter ~'~hat it 
may.be, and .people ~do not think about • profits as much as 
they do in t~le.of peace.. Of course there are al~ays 
some. people ~ho do, but, a large~ ma,orm~y of people .drop 
that subject. Human nature being ~,rhat it is, ho~.~ever, 
~you .have ~got to pay them something. I am willing to pay 

t . , . . o. ,hem somethlng but that something, has to be •just enough. 
to. hav.ethe machine fuflction and no more. lrepeat 
a@ain that .the point of function .must be.to see that the 
fiffllting, forces get wik~t they want.- .The-American people 
~yi!l never forgive us if we. lose a war.- They will 
criticize a lot and holler a lot but •they will say . 
"Atta boy,'! when it is all over • if wewin the war. 

I. have spoken of what. I call the di.rect front~ the 
war front.- i did not .go into .-that because you know 
~'lhat .ib is. I also .talked of what I call-the home front - 
the taking care of the civilian population; seeing that 
they get whatever is left; educating them to ask only 
for what ..they- need and..-not for what they want. I wish 
~e could do that ,in peace .time but we ca.nnot. You and I 
a-re not going~-to enter :into. any discussion no~~ of. the 
philosophy of present Governmental activities because 

-~we. have. plenty, to do .in discussing and thinking about. 
the: .carrying out of. activities in war. 
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There is still another front which I •would like to 
allude to because we have never s aidmucliabout it in our 
discussions. Justbefore I come to that, however, i want 
to say that of course I have not gone into the details of 
mobilization. You:kno~..r what mobilization means - getting 
everything for the fightingf0rces when they want them i 
That means somebody is going to furnishthe money. The 
money is going to be furnished; the various products are 
going to be 'allocated, the system of priority is ggingto 
be working for that purpolse.j the railroads and the shipping, 
etc ~ are ~ . going to be operating so the A#my may have what 
it wants. ~ theory of the ~my ms that it Should know 
what it wants - do the best it can because vrhat it wants 
is frequently not known until it meets the offdnsive, the 
other side. They should state the men; they should state 
the materials and kinds; they should sign the contracts; 
they should inspect: and they should use the things they 
want and be free in tllat field. However, I do not want 
them to get over into the field of industrial activity 
any more than i want the civilians to tell General Pershing, 
who is in co~and of the field forces, how he should run 
that sho~{. 

I am now going to get to what I call the neutral front. 
1,~e all know that there are a great many things v~hich are 
not produced in this country. ]Te are all o!eased to note 
that nitrate is now out of that classification. In the 
production of artificial nitrates we are able to get all 
we want for any explosive and propellent program.. There 
is a large field, and I think one of the most fruitful 
sources for your study, in the things that we do not 
produce in this country that are going to be extremely 
d.~. ~_~.icult for us to get: nickel, rubber, the hardening 
metals. ~ "hardening.. metals I mean tungsten, mo- 
lybdenite, monazite, and even such things as mica. ! 
do not kno~ whethe~ ~ that is necessary now or not but one 
of the things that I was faced with when I first • came 
dorm here was that we had to have a certain kind of mica 
for sights of big guns which v~'e could get only out of 
India. I do not know whether my memory is correct, or 
whether that still is so. At any rate, we needed in- 
numerable things we did not Produce in this country. 
One other ~'ms platinum, used in the making of exolosives. 
Tin and manganese were others. My mind is not function- 
ing on those things just now, but you know that there is 
a field that is yet vacant • in this country. That is the 
neutral front. T~e have to go out and get those things 
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from neutral countries. }~e cannot• get them from the enemies 
so we have to get them from the neutrals; therefore, there 
has to be organized as a part of this industrial mobiliza± 
tion what we had during the war, called a ~Jar Trade Board. 
~h^ _ ~ purpose of that was to exclude from the enerK~ the 
things that ~ere leaving our country and going to neutral 
ports and to also exclude things from moving from the 
neutrals directly to the enemy. Then above all, to get 
the things from the neutral countries that ~ve needed for" 
our own activities. The way I propose to do that has been 
suggested from my own activity, I do not kno~ whether you 
are familiar with it but it will just take a minute or two 
to repeat it. It is to have as a part of the general " 
scheme someone who will take over the exports of all things 
from l~nerica. The things from $~nerica ~ill be in demand 
from the rest of the ~,~rorld al~ays; they will probably be 
in very large demand at very high prices because everybody 
will be afraid they will not be able to get anything and 
therefore the prices will rise after the first break. At 
.least that has al~ays been the history of war: to take 
those things and through this agency to sell them at the 
highest price; paying our own people whatever the .fixed 
price is l~ere, and with the excess profit from that to 
.buy and trade with other countries for the things that 
they need in order that we might get the manganese from 
Russia or the tin or rubber from the Straits Settlements, 
etc. It is an extremely important phase. I know the 
Arn~ made recon~endations to the Government to buy a 
supply of tin and manganese and various other things 
but the recommendation was never acted upon. Therefore, 
we have got to do the best we can in the circumstances 
and that is to form an organization that will be able 
to take what we have here which we do not need, and 
trade it for the things we need and do not have:. That is 
what I call fighting on the neutral front. That is an 
important thing for us. 

A~1other very important thing, :~hich was the most 
exciting thing in the whole war, was our trade with Chile 
for nitrates. Without the Chile nitrates we were up Salt 
River for good and all because there was not any possi- 
bility of any productien, no matter what source, for our 
propellent or explosive program except the fields in 
Chile. T.hat ~as. a question of. trade - giving the Chileans 
what they needed for what ~'~e had to have. As a matter of 
fact, they could have ~made us pay any price because that 
would have been .the price of victory- without, nitrate~ as 
I said, we ~ere gone. 
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Another thing was this : S~eden sold a great deal of 
iron ore to Germany, We had to figure some way of not 
letting the Germans have it. You can never tell what last 
little thing is going to break the backbone of the opera- 
tion while the ~Army is ~ fighting~ and we were trying~ to 
give our Army everything it wanted. You fellows have got 
to do that. You have got to do everything in the world 
to drop.a bomb ~On the fellow at home. One of the things 
we did was to go out and buy the S~edish ores. The 
Germans t~e last year or so could not get ~edish ore 
because we were willing to pay more. That is what I am 
trying to illustrate as briefly as I can - the battling 
on what I call • the neutral front. 

In reference to that, we are facing a very serious 
problem in what we call our Neutrality Act. Of course 
it is not a neutrality act at all. It ~as originally 
started by those people ~ho desir@d (and• I can understand 
it - i do not criticize it but I do not agree ~ith %hem; 
I heartily disagree with them) peace at any price. ~Peace 
at any pri%e would result in our being e~actly like poor, 
miserable China today - four hundred million people 
agalns~ sixty-six millions - and •if over the years we 
become soft as the Chinese did ~e are going to get into 
trouble too. The Neutrality Act, in my opinion, Was • 
passed because the American people had made up their minds 

• ° rr 

they ~ere not goln~ to go to ~ar no matter what happened~ 
except - in an invasion~ and there have been placed in that 
Neutrality Act, which I have dubbed publicly a "~scuttle 
and run policy,,j very dangerous things that you have got 
to think about. Let us look at the present Sino'Japanese 
~jar . I believe that ms what the intellectuals • call the 
conflict. ~e have a new way of having wars now~ Nobody 
declares war but they just hill each other off. In Spain 
tNere is such a war. This has been done frequently in 
Spain before. I think the Carlist Rebellion went on for 
years. It is true also of the Latin-American countries. 
The Japs improved upon it. They have not made any decla- 
ration of ~ar. They have taken a large part of China; 
they have blown up our ships, but that is not war, If 
wesay: "This is state of war,,, the President has no 
discretion about it~ he must immediately put into effect 
Certain embargoes. Those embargoes are on what we call 
lethal instruments, although a better name would be 
death-dealing instruments. You gentlemen kno~ it is 
important to have bombs and lethal instrumentalities; 
it is also very important for the Ar~v and civilian 
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population to have life sustaining instrumentalities~ wheat 
and various kinds of food. In state of war the President 
can declare that nothing can .leave the A]:lerican shores in 
American vessels to go to belligerents - J t must change 
ovcnership at the seaport. Of course that leaves Japan 
where she can get anything she wants and the poor Chin~s 
cannot get anything because they do not have any ships to 
protect them after they once get on the high sea. Suppose 
~re go further and say we are not going to ship anything to 
anybod2~r. %~e can do that under the Act. That is all very 
~;rell when v~e are not #t war. However, suppose some day ~¢e 
get into a war ~ith Japan or some other country and the 
other countries adopt the same policywith us and say~ 
"This is a greatj noble~ and fervid religious idea~ this 
idea of neutrality. ~e are not going to ship to anybody 
at war any of the things they use~ even to the civilian 
population. You cannot have any tungsten; you cannot have 
any rubber: and you cannot have ar V of the things that you 
need." It is a double-edged sword. It is all right when 
we are not engaFed in war but it is a very important thing 
for us to consider that that neutrality may go into effect 
some day against us. I do not suppose I will be here; 
perhaps some of you gentlemen will. Vie may be faced with 
the fact that if we do not l~%ve certain things here we are 
going to have a very difficult time. The basis of every 
idea I have ever had in industrial mobilization has been 
an ~-Day upon which the whole world will be against America. 
It seems to me that is what we ought to consider, then we 
v;~ill be- safe. : 

I might touch briefly upon what I think the military 
ought to have. I think they ought to have such th~ngs on 
the !and; in the air, and on the sea as will be able to 
hold any eDemy off in any circumstance. Also, we ought 
to have within the country such things as are necessary, 
and to prepare those things and give them top the men that 
have to do the fighting on the land; on the sea, and in 
the air. There are many things which we do not own in the 
proper amounts in this country. Of course we can go a 
long distance on what there is here by reclaiming. In 
this respect, if you will permit me, I will make a sugges- 
tion. I do not know whether you have it or not. You 
should have it - I ~ou!d if I had anything to do with it. 
You should have a committee making a study and keeping 
abreast of '.~hat the Germans call ersatz - substitutes. 
I saw the other day at the General Electric laboratory 
some very wonderful things. Dr. Coolidge over there could 
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tell you more about these things than I could. He has been 
brought uD in that atmosphere. A substitute for rubber' for 
some purposes, curiously, had Seen discovered at the same 
time by tl~e Edisoi people and the Goodrich peDple. Neit~ler 
one nor the other were studying about it but they both 
found it. It will not do for rubber tires, but if we have 
any rubber through recla~ns ~.~e can make some kind of a 
sho~ing. Also, do not forget that with twelve •billions of 
gold ~ ~ • ~ can get a lot of fellows on the outside %0 do a 
lot of thronged. That is a question of wisdom in handling 
the trades, etc. I would not let the Army come into that 
because you gentlemen are trained to fight and not to trade; 
although I have found among the Ar~n~ fellows that are a 
good deal smarter traders than fellows outside of it. That 
is a very 9nportant subject and I know that you have given 
some thought to it. ~lou have the Bureau (I do not know 
whether you call it Zining or what) presided over by a 
tip top man~ Finchj in the Interior Department~ You may 
be organized and in touch with him. You have some wonder- 
ful men in the Department of Agriculture. ],ie ouch% to 
have a nucleus of these substitutes for what I call the 

% ,l neu~ra~ front activities. That is what I mean by a neutral 
front. 1:Je have got to fight on that line. We have also 
got to keep things a~ay from the other fellow, the enemyj 
s6 he cannot get them; give every chance in the world to 
the ones ~rho have to bear the brunt of the fighting. 
That brings up the subject that I have seen the Army fight 
for I ]{as trying to do a little Ighting myself~ a 
little trading in getting manganese j tin~ rubber~ and some 
of these other things. Sometimes it is very interesting 
to see what these manufacturers put over when they try to 
get us to •make that fight for them. I do not think much 
of this embargo on scrap tin and scrap iron. I can get 
more tin in a couple of shiploads of tin than they will 
ever ~et out of scrap tin, and vre will have it right here. 
if they embargo scrap iron they have got to embargo all 
forms of iron and steel. They use iron; they of course 
have to have it: but they also ~ant to have it cheap. I 
have an idea the boys are trying to put that over, put 
doyen the price of scrap iron; get it cheaper and make a 
little more money. 

I have already alluded to the study of substitutes. 
It ms really ~ onderful ~'~hat those Germans have done. 

This may be of ~ value~ too, and therefore I allude 
to it. Everybody does not agree with me so of course I 
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think I am right. The Germans have made all of these things, 
and they are wonderful people. You can never beat them. 
They are tough fellows and they can suffer. They just pull 
in their belts. It is marvelous what they have done in the 
~.~ay of taking tile stuff they had to sell and tradir~ it off 
for the things they have needed. However, I can hear the 
belt squeaking now. They have pulled it in pretty tight. 
At any rate, it is something that sho~s you what really can 
be done even in peace time, ~-~ith no effort on the part of 
the people to exclude Germany except on moral issues, and 
people do not like them. I do not like them be'cause they 
do not like me. That is the only reason. I have the 
greatest respect in the ;~orld for them as fighting people, 
people who kno~ ho~ to suffer. There is an evidence of 
just ~'~hat happens in war, only it takes a longer time in 
peace time. A nation can go on and on and on and give up 
and give up. It is marvelous what a human can stand. I 
somet~les read history and learn of the great devastations 
of nature. Some •people call them visitations of providence. 
Sometimes i read of great devastations of hordes of people 
such as the Huns, coming i believe almost as far as the 
gates of Paris. Tghen you read of how they murdered and 
burned everybody and destroyed everything you ~.'rould think 
the hm~mn race coulc! not persist any more, but here ~e are 
it is'marvelous ho~ we can go back to the primeval man 
~hen ~e are forced to do so; ho~ much we can give up and 
how simpl~ ~ ~ can liv,~. That is one of the things you 
have got to heep in mind. The man who runs this industrial 
~ho~ has got to kqe p in mind that people can give up a lot 
of things but thething to do is not to have them give them 
up until they have to. Do not let anybody make any money 
out of th6 giving of it up and they will stand anything. 
It is marvelous what they Will stand. 

The ~,~eahest point we have is that ~e haven,t got these 
other thinks. If today the President "~ere to call m(: in 
~ith the Chief of Staff of the Army and the Navy and say: 
"~vo are liable to get" into such and such trouble~ ho~ about 
it, boys?,, • I ~ould say: "The first thing we will have to 
l~no~': is what ~re have; what we do not have that we ought to 
l~..vc, Of course you co.nnot ~-~ and ho~ can ~e get it quick.,, 
wait. !~al~y t£~es the ArrLLv may have to move" and a strat~gic 
movement might be ~orth more than a loss in other thin~s. 
You L~ve to move pretty fast on that front too. You see, 
that is ~-~hat the industrial nan has to do. He has to say 
to the military man: "T~'hat do you want?,,. "I '~ant so 
and so.,' "I can or cannot give it to you yet.,' ! think 
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that is what is keeping the Germans from moving. I think 
what has really kept the English from moving is the fact 
that the fleet was not ready, and so anybody can cuff 
them in the ear. The Germans cannot get what they want. 
You gentlemen probably know more about it than I do, but 
the German Chief of Staff has told them: ',You can not 
beat them yet.,' They are not ready for it. They told 
Hitler that about moving into the Rhine but he moved in 
anyway because he was smarter than they were. He knew 
the politics of the situation: that the French were not 
ready and would not fight and neither would the English 
fight. Of course Cordell Hull can say what he wants to 
say and no matter how shocked he is, Japan says. "I am 
very sorry, I won't do it again,,, and zingoJ another one. 
1:j~ know perfectly well what Japan is going to do -walk 
in and tal'e China while other civilization is busy; go 
just as far as she can. I do not know how we can sto p 
tb~ose Japs myself, especially after that great religious 
revival we had here called "The ~ashington Disarmament 
Conference.,' Vie would have to do what Japan is doing. 
I know they are talking about having a revival of a 
board, with Army and Nawj and other people on it, to 
study these problems, with some younger men to take the 
places of the doddering old fellows like myself who 
really perhaps could not go through with it. In connec- 
tion with that you have got to have the thing that we 
had - this studying~ of ersatz. There w~I~ ~e some wonderful 
things discovered in the war. We have research men that 
equal any an3~'~here in the world, but because ~e are rich 
and soft ~e say "~e can buy rubber cheaper than we can 
make it." As a matter of fact, we can produce rubber in 
the Imperial Valley and are producing it. ~lhen I say 
rubber I mean rubber; I do not mean something that merely 
smells bad ~hen it burns but something that has resilience. 
l~'e can produce it in quantities; it can be produced in 
from three to five years. 

}/hen I use the word "Army" of course I mean the Army 
and Na~7, I mean the fighting forces. I am glad to see 
that the Army and ][a~g are getting toFether because I 
used to have to referee a lot of fights. I thought some- 
times we would have a repetition of the Battle of the 
Marne but after they saw what the problem was they got 
along very well. I think these colleges, the Industrial 
College and the ~ar College, and the studies you are 
making are showing the necessity for mutual concern of 
the problems one for the other. Probably in any air 
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a~tacks the Navy and the Air force will be first in the 
line of defense. After that, of course it is the boy with 
the cold steel that does the trick. 

I am sometimes amused to hear discussions about these 
great armies of the.world, particularly about.the one in 
Russia. They can take an airplane-and drop. five thousand 
men behind the lines J They do not realize how dizzy the 
fello~s ~ill be when they hit. the-ground. A couple of.- 
Irish cops could fix the whole bunch.of, them. It is all 
very ~ell to talk about dropping men behind .the line but, 
as you kno~r, formation,, organization, food,, clothing, and 
ammunition are n.ecessary. ~e all know that when we.have 
an air force and the boys. go up and get. at each other, 
zingo~ something happens and .somebody has to be there who 
knows how to repair that airplane or it is out of order. 
Our boys know how to do that; the Russians cannot do it. 
i think one thing tb~t has been demonstrated is the fact 
that Russia is a great .spineless monster, unable to do 
anything except emit large noises. They might, have done 
something to help along poor, suffering France and England 
in the great problems that have come before them., but .they 
just have not been able to function. I do not knowwhat 
would happen if anybody went into Russia. It ~.rou!d seem 
to me a good deal like punching a pillow. The reason they 
cannot function is that they do not have the-organization, 
and the reason countries like. little England with for.ty 
odd millions of people can function is that they have an 
organizati6n behind them. They can get the stuff and-put 
it in. the hands of the fighting men. I have always 
visualized that when I have thought of the-industrial 
mobilization of this country. 

i have not been going into detail about these things 
because I presume you are more or less familiar with them. 
I see one or two gentlemen here who probably study this 
thing more than I do and doubtless know as much as I do. 

The greatest force on the industrial side of it is 
what we term the priority. We use the priority to time 
everything. .together,.. tosynchronize the whole move. There 
is no good in getting anything ready for the Army unless 
the Arn~F ~s eyerYthing ready to move. In the movement a 
feilovT pulls out his watch, the whistle blows, and he 
starts to move. I~erything has to be there. What has to 
be done back of the line is to get that stuff into those 
hands; they have got to have the goods: the trucks~ the 

- 12 - 

RESTRIC TED 



RESTRICTED qTi 
airplanes, the tanks, and all the other things. They have 
all got to be there, because when the General ~{ants to do 
this or that t~ose fellows have got to have that stuff. .... 
1:fe have got to have that synchronizing:. The power to com- 
mandeer was the greatest thing we had in the war, but the 
thing did not work until the President said: "Nobody can 
commandeer except }{ith the approval of the Chairman of the 
War Industries Board... He wanted to go further and say. 
"The Chairman of the Uiar Industries Board ~i~ill commandeer!!, 
but I did not thinh it ~as wise to take away from the 
department something they might never give back to it. 
~r O ~ u cannot commandeer without this synchronizing machinery , 
without getting the whole thing working together. When 
you order something you have got to get all the innumerable 
little parts together that makethe whole. Like an auto' 
mobile coming off the line, everything has got to work 
because when you move you have got to have everything. 
The orgahization ought to be one that will be flexible 
because vdlcn you start to move it might be with your 
present demands as it was with the things that wore used 
in the beginning of the ~~ar: shells, bullets, shrapnel - 
all of a sudden everybody wanted lead and antimony.~ We 
had a tem'ible time getting the latter from Cl~ina~ had an 
awful time trading to get lead and antimony; all of a 
sudden z ingo~ and no more. Then we had to go to high 
explosives. That is the kind of an organization you have 
got to have. 

There is one thing i want to draw your attention to 
that I hope you have remedied. I know you have remedied 
most of it. If I seem critical or super critical, please 
put it to my excessive zeal to see the Army and Navyj.of 
which I like to feel that I was and am a part, function 
~.rhen the time comes. On every side I see evidences that 
most of the things have been removed. I am going to read 
a little piece. It is no~ half past eleven. 17hen do you 
want me to stop? 

Colonel Jordan: You go ahead, sir. 

I want to give these fellows a chance to ash me some 
questions. I see some of them writing them down already. 
What I want to talk about is our desire for perfection. 
~e all know that none of .us is perfect and yet we alv~ays 
want the other fello~v to be perfect. 1:[hen I say our 
desire for perfection, I mean our desire to get something 
better than we have. Really ~'~hen you are fighting a war 
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you have got to use what you.have in hand in.great, quantity, 
and try to get an improvement in the other. I am going to 
refer to some of the things that we had in .the Army, 
Doubtless it is not necessary and you may say.. "That old 
fellow does not. know what he is talking about because, we 
have done away with that,,, but human nature being what it 
is I am going to refer to it again because I think it is 
very important. I want to talk about the industrial-Army 
jam. The Army was. the chief offender because you had your 
various competing bureaus. Ho~ever, I am .quite certain~ 
knowing what ~e were doing toward the end of the ~ar, that 
you have perfected to the extent that you are not going to 
have any bureaus competing one against the other, -But'it 
will all be centralized in one place. If it is not so 3 you 
all ought to be shot at d a,~n. I am quite sure, however, 
that I do not have to speak of that again. Here is some- 
thing that is so human I am going to speak of it: "One 
of the great difficulties proce6ding from the filing-of 
an order under a contract with the principal producer was 
the astonishing proclivity of the 7~nerican mind ~for. trying- 
to .improve existing types. At. the very outset~of the war, 
the most effective machine gu n on either side of the 
% 

~.llme.d. front ~vas the. so-called lewis gun --the invention 
of an j'~erican -- rights to which were available .to our 
Govermnent. ,~' Board was convened to consider the sub- 
stitution for the American forces of a very much improv.ed 
machine gun called the Brov-¢ning. This gun had never been 
made except in preliminary models. Facilities were in 
actual o.oeration for the supply of a vast quantity of 

• ~ 4,~ "7" ~ ., o Le~'ris guns for the ~:ll~s, ~,~Ithout going into too much 
detail, the decision to substitute £or the Lewis gun~ 
which could have been turned out in enormous quantities; 
the impr'.oved Browning , stopped machine gun production for 
our forces while jigs, fixtures, and tool ings were being 
provid.~d for the Broadening gu n, with the r6sult that the 
supply of the ne~ gun ~n qua ntities~ n~cessary for the 
tactical needs of the Army never did occur. 

,,Exactly sim..ilar circumstances surround6.d th~ supply 
of practically avery "important piece of .gunnery and small 
arms for the American Army.. For the Springfi~id rifle~ 
~hich was p~'..rhaps the best rifle available in any army, 
was "siJbstituted a .combination of Springfield and modifiud 
Lee-Enfi~:id, a British .type. of rifle. 

'!C-onsiderable controversy arose at the very beginning 
over the type of artillery to be-used by our ~rmy. It 
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was well recognized that our field guns ~ere 0fa type 
dis%inctly inferior both to the British f~fteen pounder 
and the French 75 ram. -The latter gun was the ~most effect- 
ire gun on'the western front insofar as rapidity and 
intensity of fire were concerned. It was slightly out- 
ranged by the. German guns but its remarkable speed and 
accuracy counterbalanced that advantage. The 75 mm. gun, 
however~ was of a secret design that had thus far been 
revealed to the manufacturers of no other country. The 
French genero.usly, offered us that secret and cooperated 
~,~ith us in our atte'mpt to get in the production for the 
supply of our o~~m forces, meanwhile leaving us to rely on 
French manufacture for the artillery of the first thirty 
divisions to arrive in France. C~ir experts, upon receiving 
the plans and after placing Orders both for the guns and 
the ammunition therefor, immediately proceeded to attempt 
to redesign -- during production -- this acme of per- 
fection, of the ordnance art. As a result, not one single 
75 mm. gun was delivered intact from these shores to the 
battleflelds of France Also, as a result of our attempt 
to redesign the shell, not only for additional stream- 
lining but, also for the thickness of wail and quality of 
material, no ]~erican'manufactured shell and only about 
ten thousand rounds of -'mlerican manufactured shrapnel 
were fired on the western front. 

~ very similar circumstance attended our attempt to 
supply aircraft to our own armies. Uith our vast 
experience, in automobile manufacture and notwithstanding 
the fact that the airplane was first invented and to a 
large.decree perfected in this country, our facilities 
were not great and although we were offered all the air- 
craft designs of the Allies~ which were in successful 
operation, our aircraft division ~mm~dmate±y began to 
design absolutely new planes; and notwithstanding the 
most extravagant promise of darkening the skies of the 
western front wfth }~merica-made planes our deliveries 
were inconsequential. 

. "One of the first steps taken by the l.'.Jar Department 
was to discard all approved Allied types of motors and 
with a great deal of publicity a ne~¢ motor called the 
Liberty was put on the drav~ing board, l~;hile this motor 
proved the most efJ'e, ctive produced in any country, this 
changing of motor design resulted in retardation not 
only of aircraft production and delivery but of the 
ambitious tank program and in a most astonishing proposal 
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in connection with truck production. The British and 
French armies in very large part had moved on the wheels 
of standard type of ;~erican con~nercial trucks, and the 
whole motor industry was geared to the production of 
these trucks. As a matter of practice it took at that 
time a full year for design to be approved, tooling set 
up, and manufacture of even a slightly differenttype of 
truck than that in production. 

"In the summer of 1918 an 7~my Truck Committee returned 
from France. It was shortly callcd to •my attention by 
General Johnson that a new motor division had been set up 
in the War Department and that on every automobile factory 
was to be imposed a complete and radical change of design, 
to a so-called Standard B miIitary truck. Only a most 
vigorous interposition of the War Industries Board pre- 
vented this change, v~hich would have absolutely paralyzed 
truck production in the United States for a period of 
several months, according to the advice given by I:~r. Charles 
D. Nash." 

i read that not in criticism but to show you the 
problem with which ~e came in conflict. I am quite sure 
you must have learned that we have got to use "~,rhat we can 
get now; we have got to get quantity production. Of course 
you can keep trying to improve, make suggestions to the 
manufacturer. The manufacturer is trying to get a truck 
or an engine or something that will move. I know that the 
Army in its operations has experienced that, as perhaps no 
other people have, in the use of airplanes and in carrying 
enormously heavy loads through all kinds of terrain. 71e 
want the best, but I am sure you must have learned that we 
must use what we can get in quantities. Those who know 
this may be laughing a little bit at me, but even at that 
e~pense I nmde up my mind to draw that to your attention. 

I have no more to say to you except that I am going 
to close with a story. I do not know all about these• 
subjects. I do not know whether I have learned much: I 
think I have. I really think I have, between you and me, 
learned something about this subject. YOU know the differ- 
ence between a man ~ho learns from experience and one who 
does not is that the one who does not is a fool and the one 
who does sometimes is ;~ Wise man, I think I have been 
~.~ised up just a little, and I am trying to pass on to you 
what I have learned for such use as you see fit to make of 
it and for such criticism as you may think is beneficial. 
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While talking ~bout this thing I was reminded • 0f a chapter 
that I wrote on the subject of speculation in a book which 
bears, as i~i Smith says, "a court of appeals" (ten dollar 
word) title- an autobiography of myself. ~ I am reminded of 
a remark on the subject of speculation, • and I ~rish thatl I 
had thought orbit but it • was made by Sir Ernest Castle. 
Perhaps some of you do not knov~ of that very man of in- 
significant German birth who went to England and made a 
vast fortune; became the Confidant of the great . Prince of 
Wales of our grandma's youthful days, and whose descendants 
of today married even into the Royal Family. They asked 
Sir Ernest • Castle, who still Spoke with a German acc ent~ 
about speculation: "Sir Ernest, tell us about speculation." 

He said: "}~{ell, I will tell you. }Then I commenced in 
a small ~¢ay and began to malie a little money people referred 
to me as a gambler; then when r~ operation enlarged a little 
and I made more money and became more successful they referred 
to me as a speculator: when the scope of my activities 
Widened in every direction and I made a great deal of money 
they called me a banker; and, do you know, all the time I 
was doing exactly the same thing J" 

In all of the fields that we enter if ~te use our minds 
and try to draw upon our experience we ~ill all be doing 
just the same thing all the time. 

Now, gentlemen, you shoot. 

oooo0oooo 

Colonel Jordan: Gentlemen, are there any questions? 

Q. Mr. Baruch, the statement has been made by a gentle- 
man ~'Jhosc accomplishments and writings are studied with much 
interest in this school that there are three powers necessary 
to organize a war-time national economy, the power to com- 
mandeer, the power to control priorities, and the power to 
fix prices. Now here is my question: would it not be 
pussible so to exercise the power of controlling priorities 
as to obviate any necessity of commandeering? 

A. %~ell, you have got to have one. If you don't have 
the power to commandeer your priority isn't worth anything. 
I would like to have all three of them. I think we could 
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get along with vdmt we have now if we had to. I mean that 
if the show started tomorrow I think.., that we could move in 
with the knowledg.e that y(,u gentlemen halve gained of how 
to handle the thing and the experience • we-have had~ but I 
would like to have all three, of. t}%e things you referred to. 
I would like to have the ceiling, on the prices, the power 
to c(:,mmandeer, and a special priority law. 

; . 

Q.. ~.~. Baruch, The Army: Industrial College will ~have 
a problem this year c~mcerning the licensing of industry 
cr the control of strategic and critical material in time 
cf war. The questi(.n.will arise as to the desirable extent 
o'f any licensing system whichl, may be, instituted. It is my 
opinion that if a licensing system of distribution is used 
no other licensing activity, will be necea.sary. Uill you 
give the College the benefit of your views on that matter? 

A. I .agree withyou. . If yo u have the-power to license 
the distribution you can,t do anything with the balance of 
his product. ,mother thing~ I don,t believe in taking over 
another man,s activity. ~iSe have enoughto do .to fight the 
war and we want to have every fel.low in line doin~ his .job. 
I don't think it is a good thing. I don,t agree with these 
fellor~s ~rho had in the bill -. I believe it is stLll there -- 
about taking over the factories and putting .the men in charge 
under the military. Is that under the bill, Colonel? 

A. It is in the bill but it is permissive. 
war and Navy Departments don,t believe in it. 

The 

Mr. Baruch: ]$ith a CoNmlandeering o r d e r  you still have 
that power to take ove~r and do what you ~~ant. I want to tell 
you - this is ~here I pin a couple of medals on my own,chest. 
Just forget me and think about all those thousands of wonder- 
ful men .we had, civilians and from the f.rFff and Navy and 
Narine Corps; ~-{ho served with us. God seemed.to h~ve given 
t, hGm an extraordinary •wisdom. of. how to handle these problems. 
.A wlse administrator is better•-than a good law. I would 
rather have a wise adr~inistrator with a bad law than a fool 
administratOr •with a .perfect law. You have got to think• 
about that. It ms a.question of the wisdom with which you 
handle, these problems. That is one of the good thing, s about 
this contact .tlmt you men.are now .graving with-industry. -You 
are learning what their problems are and they are learning 
about your problems., rmt remember the human approach. That, 
i~think~ is one :of. the..difficulties tha.t we .are having in 

• this country todayj, the human approach to these things. I 
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don,t know ~hether most of you are married or not~ but I 
can,t make my wife or my children do anything; but I can 
sometimes persuade them. Well, I see you all'agree with me. 

" Q. fir. Baruch, in your opinion ~Touldthe authoritative 
control exercised after the spring of 1918 have been practica- 
ble or advisable before the winter of 19177 In other words~ 
is it practicable or advisable at the beginning of a war; due 
to the peculiar nature of our political institutions? 

L,. %/ell~. that question is subject to two answers. At 
that time "J:~e didn,t know and the people didn,t understand. 
I think tlie thing grew almost as fast as it should have 
gro~n. But- today ~-Te know and we ~Lnt to hop right in. The 
country kno~,~s that ,;~e kno~,~ what it is about. Don,t think 
you have to improvise any more. !/e know just ~hat we can 
do. Don't try to ~ ,- ~ ~mp~ove too much on what ~,,re learned in the 
~'~ar. Let's start where we ended. There has been a lot of 
talk. ~.~/ friend .ow.,r there, the Colonel~ kno~-~s about how 
they are endeavoring to change almost the basis of society 
in case of another war. I want the Army to keep fighting 
along with me. Never mind Whether they call you Dillin~ers 
or not. One distinguished senator referred to the Army as 
Dillingers. I was ~jlad because I kne~'~ that then the public 
was on our side because the public believed in th~ Army. 
No matter what people say~ the American people believe in 
its fighting forces•. They believe in the people who are 
the g.uardians of peac~ whether it be your soldiers or the 
ordinary policemen. .he~ do have the very highest respect 
for the guardians of that peace~ and. when that distinguished 
senatdf referred to the Army as Dillingers ! chuckled to 
myself b~cause that '~ill be all right. 

Q. }fr. Baruch, do you advocate the extension of your 
ceiling over prices to labor prices? 

A. Yes~ sir. All prices~ goods~ sc~rvices~ everything. 

Before the \~ar Policies Commission recently in ~ • .. 

Congress you made the statement~ I thinkj that the Army and 
Navy should attemot to kc:ep in touch ~rith industry. Now 
you know that we have reserve officers and what is being 
done nov~. You spohe specifically of the near leaders of 
industry ~hen the older ones pass out of the picture• Have 
you any suggestions as to any other things that the Army 
and Navy should do than they are no"~ doing? How do you find 
these ne~ leaders j and how do you spot them? Is there any 
way of getting in contact with them or any method? 
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A. There is a way Of getting in contact~ but you put 
me on a tough spot when you ask me ho~~ to spot them. Now 
let us say~ for instance j that today~, if I were so honored 
as to be chai~lan, I '.~ould go out and find some fello~'/ to 
take my place. ].~e have got to do it exactly the way we 
selected in the war. We have got to throw politics out of 

• C~ 

the vrindo~-r. .-hm~ is.no place any more than in the Army 
for a fello~;~ to be put in co1~and because he is a good 
fellov,~. He has got to be a man that can deliver the goods. 

+ 
.~ha~ "~ what ~:¢e Whom I would take i don,t know. 
The chairman ought to have three assistants and those 
three assistants I "~rou!d call flying executives. The- 
cha-" ~ ,,~,~-~l take t]lat problemand bring it back 
to me solved.,, I call them flying executives. You have 
to al~.mys have t!~ree fel!o~cs as assistants to the chaT.rman 
who can handle any problem that comes up that he •can,t 
give all his time to. i would want to ge~ a man who 
~:o~±d be sure to get ~}~a~ ~~e ~anted but I would want him 

-. ~ J~ 

to avoid the exploitation of the public, i would take 
these various men and train them. You Army men do the 
same thing. You are constantly renewing from younger men 
as the otLer~ grow up. The Army ' ought to have ~.em on these 
commodity co..~mmttecs so the Arli~ and Na-~r can see wn~t is 
going on and se~ that they are getting a fair deal. In 
connection-~ith the ce~.llng put on prices~ i want to admit 
here oi' one very great mistake that~.l •made • because I am 
not ",-~hs~t AI Smith calls a "languager.,, lused the term 
"freeze, prices .-ha~ go~ me into a ].ot of trouble. When • m + 

you 'frozeprices a lot of people thought tlk~t you couldn,t 
change them~ you see. ~fimt I.meant ~-~as I v~anted to have 
somethin~ that couldn,t go above, so I shifted to "ceiling 
over,, prices. You have got to have a price'fixing committee 
to adjust inequalities. The Army may come and say, "We 
can,t get ~ aJ.~ the stuff and ho~.~ about it.,, On t~e price 
fixine cor~ittee you ought to take in the variofls government 
deoartments .bach will l'now about prices. There is the 

A'" I " Ch,..ir.man of the Federal T~aae Commission because •-they are 
jealous of whether you are brecdking the Sherman Anti-Trust 
Lair: the Chairman of the Tariff Comm'.ssion~ and some of 
thes~ ne~ administrators will 'be interested in those things. 
You ~; oug,~t ~o enlarge beyond what I did in the war. If you 
notice in the price adjustment • ~ • - commmt,ee we took ~n a lot 
of men ~. om departments who knew about prices and ~ho: w(.re 
dealing ~,.~ith prices, and who ~ere dealing with the pro- 
duction and distribution of goods to the public. I think 
one o± the things that made old "iron oants,, get into 
troubl(: -- I mean General Johnson~ I beg his pardon -- 
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and by the way~ I think he is a great guy and you fellows 
ought to be proud of him, was that he didnit have a strong 
enough cor.~ittee functioning to look after the public 
interests and the whole recovery was not synchronized, 
The home front is what I am talking about. You see, the 
prices had been boosted up to meet the increase in cost 
and there wasn,t a strong enough committee functioning 
to look after the consmners, the home people. Of course 
he was so busy, brickbats and dead cats being thrown in 
every direction, and doing a remarkable job without any 
time. He ~as not ab]_e to pick out just whom h@ wanted. 
Incidentally, I think he is a great fellow and he did a 

• ' good job. Are there any other questlons. 

Q. In order to properly prepare for war do you think 
that we should set up in peace time an organization similar 
to your War Industries Board in order that the members of 
such an agency could actually undertake training and be 
prepared on N-Day to i~.~ediately get into operation? 

A. Yes, sir. And I think that one of the reasons 
that perhaps it is not done now is that I am afraid there 
might be misunderstanding and people would think that we 
are going to war now, right away. It might frighten the 
people, but I think it ought to be dome. It should have 
been done long ago. I kno~ that your present Assistant 
Secretary of ~lar seems to have gotten this subject on his 
finger tips in a very short "~hile. It is one of the 
things that has been brought to his attention and that he 
is now ~hinking about. I don't know whether I am talking 
out of turn or not. 

Q. Do you think Congress would stand for the setting 
up of such administration, sir? 

A. They don,t have anything to do with it. The 
Assistant Secretary of War has certain power and under 
that he can say, "Now I am going to have these fellows 
set up a skeleton organization for the purpose of having 
the Army and Nawj discuss these problems with them.,, Put 
it that way. It would be a question of intelligence, the 
wisdom with which you do it. You don'i have to get any 
act from Congress. 

Q. What about money? 
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A. jell, old fello~s like me wo111d be so delighted to 
serve that it wouldn,t cost you anything. I am serious 
about that. 

Colonel Jordan: ~ie have here this morning our real boss, 
The Assistant. Secretary of ~ar. Nr. johnson, won,t you please 
say something~ sir? 

Mr. Baruch: 

heard the truth. 
I didn,t know he was here. All right, you 

m 

}~r. Johnson. I think it is only fair to say on the 
subject of which you have last inquired of our distinguished 
guest that he and I have had much correspondence and con- 
siderable discussion. ~e do not find ourselves far apart. 
I think it is only fair to add that e::cept for a probable 
mis1~nderstanding on the part of the countrythe board which 
he has referred to would some sixty days ago have been 
created. I have enjoyed listening to the "grand old man of 
industrial mobilization.,, i~ thank you for all you have 
done in the oast and ~hat you are doing now, and you know 
we want you v~ith us many years. 

Colonel Jordan: Nr. Baruch, I want to express the 
appreciation of The Army Industrial College for your coming 
here. It is a compliment indeed and we have learned a 
great~ great many things today~ sir. Thank you very much. 

Mr. Baruch: If you only knew what a great pleasure 
it gives me .... you wouldn,t be able to keep me away. 
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