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PRICE CONTROL IN WAR TIME

I want to talk to you informally about the general theme
of price fixing in war time I understand that what you are
doing 1s trying to have ready when a war comes, 1f a war comes,
a reasonable program for mobilizing the industrial resources
of the country in such a way as to bring quickly and ade-
auately to the scene of combat those things that you need,
that you want, and as you do 1t to impose as little suffering
upon the civil population as vossible, and to be prepared as
you should be prepared to make such dislocations in ordinary
procecses of 1ndustry as are needed, carefully avoiding dis-
locations which are going to impair the efficieacy of this
mobilization and such as will ruin your objectives. A mili-
tary man 1s pretty carefvl, unless he 1s 1n a very desperate
position, to leave himself a margin of safety as he makes
plens for military action He doesa't want to overrate his
resources, He won't expect a soft road to take a long train
of heavy guns You have to reckon in any plans you make
upon human nature aaa the sociel order and you don't want to
undertake things that are going to bog dovm 1in a soft road
You can ovoertax certain human motives, you can overtax certain
industrial and trade machinery You must analyze the problem
in terms of what ve have available for social and ecoaomic
coordination and coatrol

Now vhat are the instrumentalities of social coordina-
tion and control? We have many One that 1s very dependable
within 1ts limt 1s social expectation Men try to laive up
to vhat is expected of them by their group, just an 1mpersonal
atmosphere about you, and what you get out of men depends very
much upon the group. Yol expect different things from daffer-
ent roups The Army oxpects a soldier to be brave, the
general public expects a soldier to be brave And if a very
brave soldicr i1s a little carcless somctimes about meetiag a
note at the bank on the day that i1t 1s duec and the banker has
to wrate ham about, and when the banker writes him about 2t
he gcus an unsatisfactory reply, or none, that's not nearly
so bad as 1f a banker fails to meet his obligation on the due
date We expect the banker to be strictly, scrupulously
cxact 1a money matters, but if robbers come into the bank
and thc banker gets rattled and hides behind the counter we
don't condemn him as /e would condemn a soldier under similar
situations  You make dafferent demands on men in different
positioas and you can't expect the vhole civilian population
to take a var 1nth the singleness of purpose, the subordina-
tion of everything, life included, that you naturally and
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regutarly expect of men in the Army Don't, therefore, expect
to apply Army standards or Army discipline to a civilian
population You have got that Army discipline and you didn't
get 1t 1n the first week in the Army or the first month an
the Army Men are trained a long time before they get 1t

¥our the instrumentalities of religion, of propaganda,
of education, all these things are there, morals, lav and
government., ILaw can do things and government can do things
that social expectation can't do, but 1T you had a people
viher> the sheriff had to be present every time a debt ras
naid or every time a man performed an upright act you'd hove
neonle go to pieces very guickly. We have a great social
diccipline quite apart from law  Take such a simple matter
os making change., You o into a store, buy a pack of ciga~
rettes, give the clerk a dollar ball, and he hands you back
the change The cigarettes are fiftcen cents and he hands
you bick a half dollar and some nickels. You loock at 1%,
1t 1sn't quate enough You don't think he has robbed you or
cncated you, you Just egtead your hand and show 1t to him,
he looks at 1%, nods, and puts another nickel on You go
arry not thinking he vns cheating you, gust thinking he vas
makive o mistake  And he doesn't often make a mistake,
Thot 1s o tromendous achievement, i1sn't 1t? We do not expect
to be short-changed in our general economic life  In some
other countrics thet isn't true, but i1n goneral that is truc
among us. Wwe take 1t for granted that men will make change
correctly There is bchind that a tremendous social pressure
that has gotten into men's backbones.

We hove going on in Wall Street all the time, every day,
a volume of business that runs high into hundreds of millions
of dollars, over the telephone by word of mouth, mth no
memoranda, Men make and lose money oa those transactions.
The man vho loses money carries them through. There are
dealings 1n foreign exchaage all by phone On the orders
that go to the stock exchange from the phone of the customcr
to thc brokerage house and phoned to the stock exchange the
brok-r doesn't take a mritten memorandum and neither does
the dealer he 1s dealing *nath., ZHach makes his ovm note but
the coatract 1s made by phone or word of mouth, and disputes
regruiding them are very rare  Tremcondous discipline,
tremendous body of standards in that, ~nd tho law couldn't
make men 8o that., DLoaw 1s that part of tho social 1nll vhich
s111 be regularly backed up by the organizcd physical force
of the group, but the limits of uvhat physical force can do
are very, very definite.
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Nou we have further, as the most impoitant instrument-
ality of social coordination and control in economic life,
the market place, the money economy and the system of prices.
Prices tcll men what to do. Prices, wiser than any man that
helps to make them becausce cvery man that knows anythiang has
2ot to tell 1t to the prices Here is a man dealing in vheat,
He knows that the chinch bug 1s bad in Kansas and crops are
going to be short there. Well, he buys wheat, and then in
buying vheat he tells 1t to the warket. Here i1s anotheor man
nth special sources of information from the Argentine, heavy
planbinzs there, good prospects, and he things vheat 1s going to
be pretty abundant He sells vheat. Herc is somebody else
th special nformation from other parts of the world, from
other regions of the United States or Canada, and every day
those prices go up and dovm, move as each man tells 1t to the
prices, and so with commodities in general Moreover, vheat
1s planted somovhere 1n the vorld every month in the year and N
as the price goes up or dovm, more or less wheat is put inbo
tne ground or more or less land 1s davertcd from wheet to
soricthing clse. It guides industrial nctivaities of men  Now
that great system of prices loft frec, left unregulated, is
the best equalibrator we have, the best assurence we have
thot things are going to be produced in proper proporiions,
not too .mch of that, eaough of this, vrice here going up,
shortnge, orice nerc going down, cxcegs., very good They
curtarl production here, they increase there, they increase
there and cartmil here* equilibration. Capital moves out
of i1ndustry . hore prices are going down, wnges get down,
unerployment gets bad, leborers move over tovard industrics
vhore prices are rising, where there is increasing demand.

W2 h~we, thus, an automatic re-equilibration, an unconscious,
autoratic process that does not require a social braia.

Now vhen governments interfere vith that they take a
grave risk, TWhen they do 1t i1n peace tine they almost in-
variably make mistakes  For example, in the cese of thas
vheat market whach I have descrabed, and the vay I described
1t rrae the vay 1t used to be before the zovernments ruined
1t. Today you have a netvork of tariffs and trade barriers
anong the couatries of the world so that the internstional
market for vheat i1s very greatly narrowed  You used to be
able to break a corner in Chicago by bringing some vheat
over from Canada short order, but they have got a big tariff
vall to come over now, The Goverament, moreover, has done
s0 many things in the way of artificial manipulation Ths
New Deal didn't begin 1n 1933 The Neu Deal 1is a motter of
personally conducted business, designed partly to keep up
the gencral activity and partly to benefit special classcs.



That matter of special privileges for special classes we had
a long time ago. Protective tariff i1s the beginning of that,
but personally conoucted business is newer The last ortho-
doxy you had dealing with the general business situation was
1920 to 1923 In that benighted day the Government of the
United States dadn't feel 1t was 1ts business to make
prosperity, or to unbalance the budget for the purpose of
increasing consuming power. The Treasury had the old-
fashioned policy that 1t was 1ts business to protect the
currency, the sound gold dollar, to reduce expenses, and to
relieve ousiness as far as 1t could by reducing taxes.

hat's all they did through the whole of the craisis of 1920,
They paid down public debts, they cut expenses sharply, they
dadn't feel 1t was nccessary to put people on the public pay-
roll to give them employment, they kept reducing the public
payroll. The result was that we got a quack ligquidation,
terrific ligraidation, commodity prices broke from 248 to
138, that's a terrific break., Wages reacted not nearly so
much  Insolvent pcople went broke, and solvent ones stayed
solveat, They readjusted prices and costs quickly The
tide lurned up in August of 1921, and we had a labor short-
a7¢ 1n the spring of 1923 Meanwhilc all the taime govern-
ment debt ano taxes were going down

That 1s old-fashioned. The New Deal began, in the
sense of a pcrsonally coaducted market and business situation,
1a 1924 vhen the Federal Reserve System for the vurpose of
making prosperity bought $500,000,000 worth of Government
sccurities, creating what was at that time rcgarded as a
fantastically low moncy market, with 2% call moncy and
acccptance rates. Commercial paper got down to 33, maybe 3
Bankers would like to have those rates again! But it was
fantastically low in ocur experience and the spcculators
responded with a great joy. There were tremendous issucs of
foreign bonds here, a great increase in new sccurities of
all kinds, rising stock market issues and big agricultural
exoorts based on the foreign bonds, and so on.

And then the Goverament contimued personally to conduct
the market. Every time the stock market would begin to flag
a little bat you would hear something from Secretary Mcllon
or from President Coolidge, the "Capcadores of Wall Street!
my fricnd Ralph Robey calls them in an article in the
Atlaatic Monthly., The Capeadore is the man who waves a red
flag at the bull. And all wag merry.

When the great bresk in the market came in 1929 Mr.
Hoover began to increase the New Deal He called in the
heads of business and banks and railroads, urging them to
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hold up mges, to hcld up prices, to increase capital outlay.
He got the runicipalitics as far as he could to incrcase thear
capirtal cxpenditures, borrow more moncy. Railroad presidents
particularly were loynl, the poor old Frisco ment home and
voved preferred divideads for the rest of the year, to Mecreate
purchasing po er.? Mr. Hoover also had the Federal Reserve
poople rcduce rateg again, buy more Government sccuritics,

and cocse off the moncy market, and we got another flzre up,
another stock marl-et boom in carly 1930, and issued a lot
morc foreign oonds

And tnen Mr, Hoovor's Farm Board came into action  Thas
13 the story I vant to tell about that wheat market.
Begianing 1o 1926 various couatries, Hungary, Canada, the
Argentinc and othcrs vere artificially munipulating the price
of wheat by government action or by pools sanctioned by the
governments  The price vasg held too hizh, with the resvlt
that between 1926 and 1929 the visable supply of wheat in the
vorld doubled., Farmncrsg produccd morc than they othervise
would hove produced. Poople consumed legs than they would
othervise hove consuried, aad the visible supply doubled. We
hadn't dono that. We had been preducing vheat and selling
1t, but in 1929 with the bresk in the stock morket the Nexr
Deel begon to vuy vheat and held up the price of wheat with
the rcsult that the Argontaine, Conada, already pretty tired
of holding, sold under cover of our umorella e didn't sell
to tnc outside s orld, our fermers! plaantings increased in the
vintor, and that whole visitle supply of wheat was trans-
ferred from the outside vorld to the United States.

Nor thet kind of thing hoppens, you see, vhen govecn~
ment interfores nth prices, and vhen you go to do 1t in war
time jou vant fto be mighty sure of your reason, mighty surc
of your purpose. dJusit vhy are you doing 1t? Whet are the
objectaves? "hat good can you do by 1t?

I became convinced as I wmatched vhat our Government dad
in 1917 1n this matter that you could do some good in special
cages 1f you vere sme of your obgectives and 1f you didn't
overstrain human neture in the process. First of all, you
Imow vhat you want in war time. In the World or you wantved
Just os much vheat as you could have to go to the Army, to 2o
to Europc, and wheat was rother short., You dadn't waat
copper roof's being put on civilian homes in the United States,
you wnted all the copper you could get for the Army, Sugar
you had to have 2n a great scale for smokeless powder. There
vrere various definite things that you had to have, alcohol,
coal, and so oa. The problem in pe~ce time 1s a very vague
nroblem  No govermment knows what should be produced, only
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the market knows that. But in var time the Aimy knows vhat
snould be produced, hat you have got to have, definite thiags,
and you don't want to pay too much for them. You don't want
to have vhnt 1s produced diverted to non-essentinl uses, and
you rant to have eaough produccd, you don't want to discourage
production., Of course one of the first tendencics if you hold
dorm - price is to reduce the incentive to production, and you
hove ot to watch that through all stages of the game.

I studied pretty carefully during the War the retail
pric. control of sugar in Massochusetts at first hand., I wvas
terching ot Horvard then., Also the case of wheat and flour
over the country, the cosc of copper over the country, eathra-
cite coal o,a bituminous coal, Nor the case 1s pretty simple
ntn refercnce to the rcotail price of sugar in Messachusettis.
Herc vas a very startling, sudden, nov demond for sugar to
m ke ~lcohol, to make smokeless povder, and that cut very
shinrply into the sugar avoilable for civilion uses  Moreover,
trensportation wag increasingly comm-ndeered for war purposes.
It vasa't easy to racreoese the supoly »f sugar in Massachusetts,
no matter vhat pecple hod been willine to pay, by bringiag 1t
in from the sugar regions The question wes, temporarily at
lesst, how to kecp the sugar supply of Massachusetts, vhich
couldn't increase much, from all being bought up by the
wealthy end leaving the poor without any, and what to do
about 1t There as protty general fecling over the com-
munity that the price of sugar should be kept dowvn. It was,
but vhen you did that you hed to ration the supply. That was
dnae, first ten pounds to onc customer, then two, then one.
You ent i1nto a restawr-nt and they wouldn't put a sugar bowl
nn tne table, they would give you a lump of sugar or a little
n por sack v1th a teaspoon of sugar in 1%, but by a bit of
discussion a maan could get too lumps. I think a man hod
trouble getting three. It was a thing that affected a vory
grmall pawrt of the retailer's business, much easier to hold
him te one price on sugar than 1t would have been 1f you
h~d tried to regulate everything in his business. It was
nch casier to hold the retailers on this thing where there
Jag o pretty faxed supply thaa 1t would have been 1f they
ned had to buy up the whaolesale market to get more sugar.

You have got to vatch not merely the rctailer temporarily
but tne whole chain of events leading up to the retailer.
That was 2 short run matter, 1t was very easy, particularly
Jhen you had these war-time motives to play wnath

The problems are much greater vhen you undertake to
regulate a vhole industry It wasn't hard in copper. You
hnd n haghly concentrated industry. Most of the mining
comprnics are very big., They were consplcuous targets for
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public disapproval if they didn't play ball. The leaders in
the industry were, moreover, men of encrgs and ability, ~nd
vere patriotic men. It was agreed that the nrice of copper
shoula be cut, as I remcmher, from thirty ceats to tweaty-three
cents a pound. At that prace 99% of the prodvction covld go

oa viathout loss, and much of 1t at a good profit.

Further, in the case of nining in coatrast with agricul-
ture  Vhen you are figuring on cost of production of whent,
the old economists to the contrary cotwathstonding, land rent
1s p~rt of cost of production. Land rocnt represents the
alternative use. Vhorever you have got an alternative you
have got a cost, You have got to pay enough for vheat land
to keop 2t from being used for corn or for alfalfa or some-
thine else tnat 1t could be used for But in the cosc of
copper, mine reat 1s not a part of cost of production in the
short run., In the long run, yes, becwse 1f you arc not
giving them that mine rent they will gust take out of 1t 1hat
they can got and let the rest go. They ruin the mine  3ear
in mind alveys that for the short run you dontt h~ve to pay
mine rent, You must alvays consider vhat options a man has
vhen you arc trying to regulate him  Now in the case of
anthracite conl again, the price-fixing was not o difficult
probler: beccuse there neain, s fer greot mining companies, a
for big deposits., Vhen you g0t to bituminous you had thou~
saads of mires scottered over big aress nd ~hen you got to
wheat and flour you had millions of farmers, o great multi-
tude of mlls, and so on  You have got a diffcrent problem.

In the case of whont and flour, therefore, it vas neces-
sary, 1a order to keep the farmers producing wheat, that the
faxed pricc should be a high price. In order to keep the
m1llers in the trade gning, and there are a lot of them, thcy
hod to be dealt with pretty diplomatically  They were pretty
patriotic A lot of them contented thomselves 1nth less
profits But the margins rrere cut rather too thin in certoin
cases

They met cne problcm, that of fixing diffeccntinl
guality in vheat and the possibility of 2 varintion in
price, variotion in dafferentinl, by providing that there
should be a standard flour containing fixed percentages of
differcat grades of vheot +hich helped them to keep the
daffereatial fixed in price. On thc whole, that sorked
pretty vecll. There vas in the winter of 1917-1918 & slight
ircreasc 1n the acreage of wainter vheat which was a pretty
good test. With 1t all rationed you couldn't buy a barrcl
of flour any norc, If you had a barrel of flour you were



expected to turn 1t back to the retailer and take less than
Liat b1t by bit and you were expected to mix your flour with
barley or other things for meking bread I wonder how many
of you remember hov bad the bread got that summer at the
Cosmos Club? We carried 1t through, we made a sort of re-
ligion of 1t, and you can have a thing of that sort in war
time Why? In war time as long as the people's hearts are
1a toe ver they will put up with a lot of things  HNotice
the difference in war time, moreover, when you are fixing
orices you are holding them down. In peace tims the offort
has boen to hold them up

Now in soft coal, down to the winter of 1917 they made
pretty ghastly mistakes  They cut the margins much too
fine, and they cut the prace too low. You had thousands of
scattered mines and they ace hard to control  They hadn't
allored any dafferentials in coal  There vas one fixed
price for bituminovs coal There was one case where a
company having a mine with a high ash content and one with
2 high oumber of thermal units jgust closed doun the good mine
and used the mine with high ash content because there was no
differential allowed The trade was used to making differ-
entialeg in coal on the ovasis of BTU's Follow trade practices
Just as far as you can, study trade practices, get intelligent
men of the trade in wath you Learn about their system of
nrivate wires, their ways of getting communication, their
ways of collecting information. Find out where the sore
spots are going to be, consult the trades. They will co-
onerate wmath you magnificently Close cooperation with men,
yes, but use their brains as well. There's one of your best
regources, the brains of the able men in the mercantile field,
Even bankcrs have brains.

I am going to refer to a document I have here, a photo-
static copy of which I will give you. It 1s a paper I read
bcfore the American Economic Association at the meeting of
December 1917 It goes into a great deal of detail., I
unagine you have the American Economic Review which contains
the procecdings, published in March, 1918, for the Dccember
meeting, but I will gave you this acditional copy Mr Harry
Garfield, who fook charge of that cosl situation when 1t was
pretty bad, 1s a very urbane gentleman, and one of the things
that was nceded wvas a first rate gentleman to smooth down
ruffled toampers. He did that nicely and he madc concossions.
I haven't followed thoroughly that soft coal control after
December of 1917, but I think it got very much better under
his policies which were in the direction of meking more
allovance for human naturc, conciliating, and widening the
marging
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Nour one thing that you want to be perfectly clear about
i1s that your obgective is 1inning a var, Your objictive is
not to kcom poople fiom making some moacy  The Goverament is
altogether too much coacerned vaith just price rather than
functional price, You arc concerncd with functional praice,
the price that wnll let the processes go on  That's oue of
the appalling things about goverrment hen 1t comes into
aconowic life It 1s animated by mcoicval concoptions.
Goveramont control of economic life grew oubt of war and war
was a sbate of nature in the middlc ages and early modern
times. In the 19th century the market bccame the great
coordinator and broke avay from these mcdieval restraints.
Novr this last groat var made Government very poverful and
this deprossion brought Govermment actively into economic
convrol again on the basis of medieval and early modern
economic fallacics

My friend Scnator Gore, the blind Senator from Cklahoma,
one of the great minds of the country, in his speech vhich
he had to extemporize at the timc of the Thomas Amendment,
combating thc debascmenl of the dollar end other things, said:
"Henry the VIII approached total depravity as nearly as the
imperfections of humnan nature would allov But tne vilest
thing that Honry cver did vas to debase the coin of the realm!"
If you read Henry's argument and explanation of that you will
find that hc vas concerued vith prosoting foreign trade and
1mproving the economic situation of England by meking easier
moncy  All these things have been tried before, and, above
all, price~-fixing on the theory of just price. Nobody has
aay right to try fixang prices who hasn't mastered the theory
of ecoaomic cquilibraum in terms of price, and before tackling
price fixing you vant to mastcr vhat the great masters of
economics 2lrcady have donc with the analysis of frec prices.
In particular I am zoing to name tvo or three things the
prico-fixe: ought to read beforc he does anything Read John
Bates Clark's "Distrabution of Wealth", a great book pub-
lished in 1899, a picture of the economic equilibrium Read
the chapters on cost of production in Bohm-Bawerk's "Positive
Theory of Capital" -nd read the chapter on cost of production
in Wicserts "Natural Valus " You might reod, too, a book by
Schacffle celled the "Quintessence of Socialism " There is
some discussion of functional price ia that. First, learn
“hat priccs do, and vhy free prices arc ncedcd
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DISCUSSION

Colonel Jordany Gentlemen, if there are any qusstions you would like
to ask Ur. Anderson will be very glad to answer them. We give this privilege
to ocar guests as well.

Q. In addition to our problem of price control we have studied somevhat
the study of control of profit. Would you cere to spesk briefly on the
matter as %o whsther or not the control of profit in war is feasible in its
relationshin $o the price control?

A. I differsntiate belween & long war and a short war. If you have
got & short war what you want is quick results ot the beginning. You want
men Yo make great ghifts, some %o pub up new plants, some turn to doing
another thing, and there will be risks in that. You hed better let them
see the real incentive. Xs a war goes on further and further you have gob
your big sdjustments made, then you con increase the pressure. You see
somebody making too much profit, and you can teke cognizance of that, but
I think the best way to dfy it is with the tex machinery rather than with
direct regolation of profit. You heve got to have profii taxes, and you
will have war profit taxes, excess over whai they had been accustomed to
making, and thinge of that sort. Now that links up with the question, too,
of whether you want to finanee = war by borrowing or by taxation. I ex-
pressed an opinion here three yoars ago. When you want prices fo go wp
you want sctivity fo go on and you don't want the industriss that are losing
ground to be under further pressure of unreasonable taxstion. But as the
war goes on longer and longer, more baxes, less borrowing. I think that
whers they undertook the limitation of profit in 1317-1918, especially on
that cost-plus basis, vhat they got was much bigger costs than they other-
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wige might hove had. Haven't you reached the conclusion cost plus contract
wasn't a good opet Here ié a man vhe is efficient and good, very capable;
here are other men nob o good, and you are unsing both., Ghy shouldn't this
man make s bigger profit than the others? You are paying him the seme price
and he is doing 1% chesper, and he is uping less of the resources of the
counbry in dolng it. Bub exiraordinery profils we would go after with
taxation. This would be my muess.

Q. Dr. /mderson, in the fixzing of prices which scheme do you think
would be the most femsible at the culbresk of emergency, %o get hold of
certain roaw materials, comsodities, woges you might say, as the Goverament
saw fit, or to place a ceiling over everything at a certzin datet In other
words, plece-meal or fixing the entire price structure at orne time? Vhich
wonld you think wonld be the most feasible?

&, Pixing the enbire price structure at one time would, in my opinion,
be taking away the sbole flexibility of the price system. I should do it
piece-meal where necessary. I should nobt do it vanecesserily. I should
&:; it primarily in the case of scarce commodities needed for war. You see,
you have got %o sccompany each move in prices wilh compsnsatory moves to
gupply some subsbitute for what prices do. In partienlar, yon have got to
rotion things. You have gobt %o see that they go to the right places. You
Just cen’t do that for the whole system. There is no brain big enough to
do it and a collection of braims working at oposs purposes, as they often
do, will be worse than one.

Q. ¥Yay I make a remark? My espression was foulty. I zove you to
understand wrongly. ¥hat I mesnt was to pat a ceiling over prices and
they can fluctuate up snd down bensath., That is guite different.
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A, TYou hove got to do it by some very arbitrary way and what you find
is the real reason for some prices going much higher perheps than you
anticipated, others not nesrly so high., Youn can't make s big enough plan.
Tou want to leave the general funmctioning going on. The human organism is
not & perfect anslogy. There ares times thrugh when we will devise sub-
stitutes for certain organie functioning. There are exbreme cases of diphtheria
where the old doctors used Yo fixz snother way of bresthing. I don't kmow
vhether they do that any more, thay probebly don't heve to with the serum,

fm you have got such a complicated thing, A man may tske s bludprint of

" the liver, mske it from the outside not knowing shat the liver is, and it
does seem %o have all those veins. Why not put a biz vein or put a tube
through? Bab you cen't do 1t that way. In ny opinion you must rely in war
primarily upon your price system, the gensral golngz or of economic 1ife
uncer the price system end te things thab you went to strike a$ are the
things where there is military reason for it. One other thing, there are
many indirect ways of deing it. You don't went your labof and other re-
sources diverted to a lot of peace-bime eonstruction in war, but we handled
that in various ways. ¥or another thing, we controlled the capital market.
We got the bankers and lovestment bankers busy in holding down non-
essential financing. A man wanbed to borrow money e go imto constructien,
and that had to be very carefully passed upon. The produetion was very
great. There are very many ways of control, and the most dengerous way
of control of all is price fixing. I would use some price fixing here and
there but you have gobt your adjustment of comparative tazes and horrowing,
direct conirol af: the capital market, holding down nonsessential borrowing,
your rationing of supplies acting throvgh industrial orgenization where ib
exists and where it is highly concentrated. There are many devices, and
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universal price fizing would be the worst, 1 think.

G+ We are very much worried in time of war sboub the moral system
of the men in the front lime if they get an ides from home that their
families aren't getiing enough %o eal snd thet prices have gone beyord
their reach. It is a very &ifficalt thing $o divert thelr alisntion to
the front embirely snd not keep them worried sbout their own people. How
can we heve any assurance that that situstion won't arise agein unless we
have price fixing to some extent?

&, In the cmse of grest essentials like wheat and so on you can do
gomething alone the lines I have indicated. You could do as we did in
this lest war. You can do a good deal by genercus provision for the help-
legz ones that the soldier left behind, Incidentaliy, we took a2 lot of care
not to send men where we could avoid it vho hed dependents who really were
helplessly dependent vpon them. Then, as I say, by this general matter of
& tax program, progressive increases in taxes, reduetion in borrowing as
your war goes on, you hold prices down by that. Bub even if this considerse
tion led you it wouldn*t do to go further in price fixing than you would
cthereise go. You con s$ill 1imit it to the essentials of 1ife, nobt to all
prices. I don't see any objection to letting luxuries go way wp high if
at the same time you are holding down other industries producing luzuries
and 1imit the raw materials tha® can come to them. One guestion came up,
by the wey: Should they mele piapoes in 1917% Some of those studying it
decided yes, for export to the Argentine in exchange for wheat to go to
England, all right for planve for that purpose Lut sot otherwise. We
commandeered a lot of the men who wers melking pianos becsuse they could
also make airplane wings and things of that kind, Some piancs %o go to
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the Argentine to get wheat o go to Bugland — it would be along that
line. T want the Army itzelf to etudy whel is essential for the Amy
and to pake your program & prograe coacerped with winning a war and nob
with regulating people.

Qe Dr. Anderson, in the case whers price is delermined by world
morket are you in favor during the war of the Sovermment entering into the
affair and asserting sconomic pressure Yo conbrol those prices? In the
comnodities where the price is normally determined by a world market are you
in favor of the Government entering into the offairs during wer and exerting
econamic pressure to control those prices?

ﬁ.:. f;k: depends upon our circumstances, Suppose it is o commodity,
letts soy rubber which we don't produce here, and what sbout ittt The
Government wants Bo pul ithe Amsracan price below the world price, and we dntt
get rubber. Bow the Sovernment can, on the other hand, if the need is great
enongh and the war cevers encugh, sey to the men maline meterials: “You
can only bave so much.® We will control the supply of rubber, we will
ration it and that would fend %o hold the price dosm. Yo the extent thal
you get into s field vhere the main price centrol Is oubteide the comndry
wnless you heppen to be allied with the powers that produce that thing,
you can't do very much, can you?

Qi That's quite true. Howaver, tske the vase of tin during the

World War when the British costrolled the btin market., They weve holding
the price up. Our Poreimm %egi;m went over there, we had been talking to

them, znd they refused to lower prices. We controlled certain things and
we had been giving the allies the same price we gave cur own pegple. If
they didn*t come down on tine we ssid thel we would cherge them o higher
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price. The result was that the price of tin was lower.
things that can be dove. I am asking whether you sre in favor of doing

that.
Ao 1% will differ from case to case. It will be & question of
whether you were going to fmprove z situation or meke an internationsl

discord that might make it worse. You would have to judge sach case on its
merits. It is a problem for the State Department primarily and the Army

secondarily. Is that a satisfactory anewer?
Qs I get it that you are in fmvor of spplying it when it ie feasible.

o

A« With the very great qualification always that if you pat that
price, say in case of rubber, down to & point vwhere the nebtives of the
British and Duteh Bost Indies are mot interested and the supply is going
to fall off, no. Yatch that because yon wand m’b};az}u

Colonel Jordan: Admiral Conard, would you care to say something?
Admiral Copard: HNo, I haven't any pdrticular comments becsuse I feel

mere or less familiar with Dr. Anderson's views, bewing read his circular

lectures, and all that you have said today you have said befors, and 1
thoroughly sgree with your point of view,

Dr. #nderson: Hay I for your »scord refer to these two publications
this paper of 1917 osllsd "Value and Price Theory in

vhich I have here:
Relation to Price-Pizing and War Finance," and this paper of 1938, The

Chase ¥conomic Bulletin No. 1, "Govermmentsl Feonomic Planning and Prices®,
concerned especially vith govermmentol price-fixing in time of peace., The
two together will give my rounded view of the thing.

Colonel Jordan: Dr. Anderson, I wank to exprese the appreciation of
It has been & great

!ﬁem

the Collsge for youwr coming here and talking %o ua.
pleasure to have had you, sir.
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