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THE COAL INDUSTRY AND INDUSTRIAL MOBILIZATION

This problem of fuel supply that Colonel Raefkohl
refers to 1s only a problem in big wars. In lattle wars the
gquestion of fuel has almost no significance, There is, of course,
a certain job of Army procurement which is neither more nor less
difficult than spending some $15,000,000 for other commoditiess
but the Army requirements for dircct consumption would never,
under any circumstances, constitute morc than a emall percentage
of the total supply. The pinch, of course, comes 1n the fueling
of the heavy industries which are the base of the pyramid of
mmitions marufacturc, The maintenince of the public utility
services =nd the continuous supply of nousehold coal are necessary
for the life of the cival population.

Since fuel supply means big tonnages 1t quickly runs into
the question of man power and trangport, which are likely to become
limting fackors in any major national cmergency., So 1t happencd
that during the great war in every one of the principal belligerent
countries some form of special control of coal and other fuel
supplies proved to be necessary.

Regponding to Colonel Miles! request, what I hope to do
thig morning 1s to sketch very briefly ocur experience during the
late war, and then to comment on the ncew type of industrial organi-
zation that i1s developing in the coal industry, largely as a
result of the N.R.A. expcrience, and to raisc a question as %o
how far that new organization might be uscful in the cvent of
another national emergency. I shall try to develop four magjor
pointg, first, the objectives of war-time coatrol, second, the
economic factors in the coal industry .ath which that control
necessarily has to deal, third, the lessons learned by the Fuel
Adminigtration during the World War which drove home the necegsity
for some type of orgamization, and wore perhaps quite as
instructive as to hat not to do as theoy vere as to vhat should be
doney =nd fourth, to describe briefly the nev typc of collective
organization vhich has been developing in the iandustry and to
raigse the question ag to how that could be uvsed 1n the event we
get 1nto aancther major emcrgency,

There are four wein obgectives of war-time control,
stating them very simply., The first one is to hold down prices.
Coal 1s a necessary of life, vhich almost everyoody uses. It is
a major clement in the cost of production of many mamufacturing
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indugtrics. It 1s a commodity that, 1f there 1s no limt set on
price, mey shov a most fantasbic reaction to shortages People
wall pay almost anything for coal rather than go without 1t,

and therc hove becon times vhen the spot or non-contract price
hag risen to a thousand pzr cent cbove the ordinary levels.
Therefore, some form of price control proved to be necessary

in every oane of the belligerent countries.

The scecond objechtive 1s to distribube the lamted
supply vherc i1t is most neededs That involves two kinds of
priorities, priorities between one clags of consumer as against
another class, and oftontimes prioritics between one part of
the country as opposcd to another part, those priorities
reflecting the tightening of transport which ig so likely to
develop 1n o big emcrgency.

The third and obvious objective is to keep the production
up bto the level that the var requircements make necessary, and the
fourth obgective 13 to do all tlias and at the same time release
the largest possible fraction of the man pover in the industry
that can be spared for service with the colors. The coal industry
1s st1ll the largest single employer of heavy labor, and counting
the anthracite minecrg there are about 600,000 men in and around
the minese. By no means all of them are nceded to produce war—
time requirements, and the problem of releasing as many as could
be gpared would undoubtedly turn out to be one of the rcal
problems of recruitment of man porer in the event of a big ware

The economic sobting in which the var-time control of
the 1ndvsbry has to go on 1s pretty well suggested by the first
of these maps (indicating map on board)., Therc arc really two
of these groups, the anthracite and the bituminous coal
industries, and both of them without question, Judging from our
experience lList time, would have to be dravm into the machinery
of controls You will recall that the anthracite industry is
concentrated in a very small area, in northeastern Pennsylvania.
It 1s one of the most highly concentrated industrisl regions in
the United States, nd 1s not much bigger thon the Pansmn Canal
Zone. Aside from the bootlegging problem, the aathracite
industry 1s characterized by large, well-organized uaits of
production, It 1s o closcly-kmit industry and the problems of
organizing its distribubion during the late war proved to be, by
comparison sith bituminous, relatively simplc.

On the other hand, the bitumnous industry is scatbored
over thirty-two states, This map ropresents the areas of present

5-2—-



R A g

A
@ W

production, and each of the red patches 1s the scenc of
considerable present activity in the mining of coal. Tou are
not to understnnd that every squarc mle of the colored arces

1s under active development, but in general terms the coal
industry in the bituminous ficlds 1s indicated by those eolored
patchess It 15 a far flung industry, characterized by intense,
exaggerated, cut-throat competition, Great rivalrics exist
between shippers in one field and another; until very recently
fundemental cleavages, clashes of interest over freight rates
and labor policy, largely defeated any internal movements toward
industry organization. Up until the time of the World War, 1917,
the bituminous coal industry did not even have a national trade
associations It took a world war to bring that about., Coal
mining was huge, intensely competitive, I might say an undi eow-
plined 1adustry, umuged to collective action and not well
equipped to take common counsel or to function as a umit, That
essentially vas the picture of the industry at the time the
World Vor broke oute

Now, hat happens vhen an industry like that is
plunged 1nto a great rar? The firgt thing that hapnons 1s a
runairay market, The price of bituminous coal began to jump as
early as the fall of 1918, increasing from $1.14 a ton at the
mines in the moath of July, 1918, to $3,46 in December, 1916,
and by May, 1917, 1t hod risen to $3.72. That 1s, as you sec, an
increasc of almost two hundred per cent, and all thig vas before
any real shortage had developed sufficient to force closing of
factories, schools or pablic institutions. Thercfore, the neouly
organmized Council of National Defense, 1hich was created by act
of Congress an the fall of 1916, found that 1t had on 1ts door-
step a very urgent problem in the matter of coal supply, and
one of the first acts was to set up o Committeec on Coal Productiomn.
My first introduction to the coal industry vwas as a very junior
attache of that committee, The committee had absolutely no
authority to control. Its operstions were necessarily voluntary.
It had behind 1t no national organization of the industry, It did
what 1t could, and about all that 1t could do was to try to seek
voluntary engagements among producers that they would not charge
more than a certain maximum price,

On June 27, 1917, the newspapers carried an account of
the so-called Lane~-Peabody agreement. It was a voluntary promise
by the coal producers called together by this committee made to
the Secretary of the Interior, that they would abide by a certain
schedule of meximum prices., The follovng morningls papers
carried an official repudiation of that agreement by Secretary
Baker, acting as Chairman of the Council of National Dcfense, on
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the ground that the priceg agreed to were entirely too hagh, I
mention this bit of history because 1t shows the emphasis on
price which was so much to the fore in the early months of the
war and becavse tais differcnce between Mu. Lane and Mr, Beker,
Secretary of War, colored the subsequent activities of the Fuel
Administration vhen 1t was set vp, In the meantime, consumers
of coal had become 1ncreasingly restless and Congress passed
as a clause of the Lever Act a provision that the President
might fix the price of coals Acting on that authorily the
President set up the United States Fuel Adminmigtration and
called to be Fucl Administrator Dr. Harry A. Garfield, the
Pregident of Milliams College. If any of you want about the
most unpopular job that could be conceived, get yourself
rominated the fuel administrator in an unprcpared deomocracy.
Ye, Gorfield 1s a man of magnaficent courage and character,

of rock-like integrity, and he proved nis skill as an admin-
istrators He hes since retired and he happens to live in the
city of Washington, I think you might find 1t very interesting
and 1nstructive to invite ham to call and te¢ll you of some of
his reminiscences of that time, not only with respect to the
Fucl Adminmigtration but with respect to other proolems faced
by the War Industries Board.

The first months of the Fucl Administration might
be called the phase of high minded amateurists. Because of
the public reaction against the Lans-Peabody agrecment the whole
emphasis of the Fuel Administrstion for the farst six months
was directed to the gquestion of price, and they felt rather
suspicious of the men in the industry as being interested
partics and tried to orgamize the thing largely by very well
intentioned and, doubtless, competent outsiders, who were
selected because thoy didn't know too much about cozl. The
prices were fixed F,0.B, mines on the basis of what information
was 2t honde They were much lower than the Lanc-Peabody prices,
and, on the other hand, plenty high cnough to return a
r2agonable profit,

The carly attempts abt prioritics were in mony respects
uniiise and unfortunate., The priority power is cortoinly a very
necessary one, tub 1t 1s 2 doublo~edged one and it needs to be
used by proicssionals, Priority order No., 1 of the War Industries
Board was darected to speeding up the movement of coal ¥ia the
Great Lakess Some action of that kind was nccessary, bub by
concentrating so ruch attention end offort on the Imkes trade
neglect 1aevitobly resulted in othor important coal movements,
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On the walls of the Clanchfield Coal Cormorationts office
in southwest Viginia there 1s a framed priority order that I have
seen, It directs the Clinchfield Company to immediately scnd an
entire winter!s supply of ¢oal to a hospital in St. Petersburgh,
Florida. Now of course the hospital ought to have coal, but to
give 1t a whole winter's supply at a time vhen essential 1ne
dustries were down to two or three days! supply was a rather sad
example of inefficiency.

Dre Garficld was quick to perceive the dafficulties of
the situation and to realize that he must have professional help
and that leaders of the coal industry must be called in to
actually carry out the broad policies which the Administration
had determined one During the second phase of 1ts life, from
about Janvary, 1918, to the end of the war the Fuel Administration
was very capably managed, and I think 1ts policies stand out as
one of the high spots of the war performance. However by that
timc 1t vas quite too lale to overcome all of the difficulties
that had been created by the runaway market of 1917, A shortage
was already in procecss and nothing that could then be done could
avert all of the consequences. You rcmember the heatless days
and the lightless nights and finally, I think in Jamary, 1918,
there wag an order directing industrial consumers of coal to
stop the use of coal for a period of scveral days. The immcdiate
cause of that order seems to have been the conviction of the
cabinet and the War Industrics Board that the congestioa of rail-
road trangport and of the terminals atv the ports along the
Atlantic scaboara had icached such a point that they just had to
give the railronds time out to clean 1t up, end coal was the
largest single commodity clogging the ports and terminals at that
t1ime,

After about Morch, 1918, ‘hen the plans laid by the
expert advisors of the Fuel Administration had time bto work
themselves out, things bogan to run very smoothly. I can praise
1t without embarrassment because, while I did have an opportunity
to observe closcly what was going on, I could in no sense claim
any credit for the results obtained,

Now, how did the Puel Administration go to work to handle
the problem: As for the first obgective of holding down prices,
they called in a committce of mining ocnginecrs and had them
review dota collected by the Fedcral Trade Commiseion and set
fair meximum prices, F.0 B, mincs, on the principle that the price
mugt be high cnough to cover the costs of at least seventy-fave
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or eighty per cent of the industry and that they must be peri-
odically reviewed i1n ine light of the supply thal was forthcoming.

The second objective, distribution of the limited supply,
was handled through priorities both in vse and in transportabtion.
Prior.ties in use were determined by tne War Industries Board,
acting on lists of manufacturers of rumitions fuenished to them
by the Tor and Navy Departmentss Priorities areally, that is,
between one section of the country as against another, werc
determined by the Fuel Admimistration through 1te experts drawn
from the trade, amd werc enforced largely through a system of
railroad cmbargocs. Distress cases werc handled when they
related to mumition plants by apocals that would come through
the procurcment officers of the Army and Navy. When they
related to the cival population they were handled by the state
administravors who vere set up by the national Fuel Administration,
cach man being responsible for his own state.

The problem of increasing production involved, of course,
the matter of labor relations, Mre Gorfield surrounded himself
with & group of advisors on labor problems. The labor record, on
the whole, vas very creditable to the minors. The chief problem
in increasing production vas one of transportation. Transport
proved to be the bottlo-neck, The coal industry hod a huge surplus
of capacity and there was at no time during the var any lack of
physical ability to produce coal at the mines, The whole problem
wag one of getting 1t from the mines to the point of consumptbion.
The shortnge area was most conspicuous along the Atlantic seaboord
and east of the Allegheny Mountains, east of Altoona, Penngylvania.
Of coursc that was the great finishing shop of American industry

and the conscquence of any shortage in that territory would be very
SCr10Us,

The problem, then, of incrcasing the coal supply was one
of cconomizing on transport. The industry was characterized -~ and
1t st1ll 1s -~ by a gre~t deal of apparent cross haoling, This map,
of vhich I have copies enough to pass around, shows the lincs of
movement from centors of coal production in each of the thirty-
two coal mining stetes to the centers of consumption. The mep
represents conditions in 1924 a period of, sholl wo eall 11, mormal
business, not aggregated by the shortages that developed during
the war ~nd 1t will give some notion of the extraocrdinary complexity
of the coal traffic. As soon as the war shortage developed
consumers 1n remote points began to shtp about for sources of
supply at much greater distances than they ordinarily drew upon,
and. there 1g of record a case where a monufacturer in Long Island
bought coal from a producer in Illanois, a movement that was wholly
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unprecedented and that of course involved a great deal more
transport effort than would be required to br.ng coal from the
central Pennsylvania section, which wos the normal source on
which Long Island then drew.

The Fuel Administration abttacked the problem by
setting up a budget 1a whaich each producing district was given
an objective toanage to be produced and was told the areas or
markets 1n which that tonnage should be moved. The coal fields
were divided into thirty prodacing districts, In each daistrict
a digtrict admnistrator was appointed who was 2 technical
expert, very often a socretary or manager of a local operators!
association, and whosc duty 1t was to carry out the budget as
far as the producing ond was concerned, The consuming states,
on the other hand, werc divided iato territories or zones and
each prodvcing district sras given a tonnage objective setting
up the volume of coal tnat 1%t was supposcd to deliver to each
one of thcoge consuming ~onrs, AlL of this 1g quite edequately
described i1n a reoort of the Fucl uadninisiration on the
"stiabution of Goal and Coke", ana somc members of the College
might be interestsod 1n glancing at that report.

The ronc gystem was vorked by railroad cmbargoes.
The budget nnving once booen set up the railroads were iastructed
not to accenl for shipmeat a movcment ocut of the southorn West
Virginia fi2ld 7-r exarple anless at vas cons [mcd to a point
wathin the allocebed zones for that ficlde Tho vv.uvlom of
special cools o sude of the zore itsclf was . neled uy a systom
of permate, Dr.riodoct ccking coal, Tor 1mciaa ¢ uscd by the
coke oven aal gtec” wortws of the Chicago d <*~1ch, had to move
on ovt-of~zoae ¢ wits wnd those werc harld c& Ly cpo,.cotions
throogn a ccicrdd perr.t burcaw ia Lashing 1, Irc gcncral
scheme ol P2 =uas oistm was to cut Ao Wlic lone nul
movensreat of 2 1 o2y 14 1t vore, to ary towara tne cestorn
gseabrard tro arc.~s ¢ cus.omury dastribubion tawca wore to be
filled by cach producing ficld.

For cxample, and this 1s an extrome cxample, the
anthracite industry wvas virtually confincd to markets ecast of
Buffalo, and the anthracite shipments, which used formerly
to be seat to the Northwest, to Chicago, St. Louis, and boyond,
and vhicn involved he~vy cxpenditurcs of transport, worce
virtually shut out. The result was, among other things, a
permancnt loss of markets to the anthracite producers which
they have never felt very kindly about; but 1t was on example
of what sinply hod to be done in order to make the limited
volume of trrnsgportationgo f-r enough, In the same way the
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other producing fields of the country were each of them warped
somevhot eagtward from their cuvstomary market, The total volume
of ton miles which 1t was estimnted were saved rcached astronomic
proportiong, ~nd the system certainly did have the effect of
aiding grectly 1n reducing the burden on the railroads so that
the weekly output of coal climbed from eight or nine million

tons up to tuelve mllion, five hundred thousand tons, and on the
day of the Armistice about sixty-threce million tons of coal were
actually in the hands of consumers, There was no quesbion at
thet time but that the fucl problem wves under control, -nd the
country wrs 1n a Josibion to continue tne wer indefimtely with
the conl supply assureds

Tne lesson scams to be that the solution of the fuel
supply wos made pocsible by unified comand within the coal
industry -nd by vaified control of r.ilroad teonsport. The
latter point wos quate ag wmport-nt 11 assuring enough coal as
tho first point, ~nd both vere ~bsclutely cssential.

The fourth objective of rclerzing men from the mincs
for scrvice ath the colors dad not become ncate during our
participrtion 1a thce ware Mon that wore drafted verc apparently
replaced by the crdinary processes of anployment hiring, and 1t
was quite clear that even more men cHruld hrve been gpared from
the mineg than 1a foct wore.

On the vhole, the handling of the fuel supnly, after
the 1mtial six moaths »f muddling -nd lost time and after this
conbraatron of unified commrnd in the coal industry and uwaifiod
control of transport vas in coffect, proved o congpicuous success.
It stands out ac one of the high spots of the wor rccord,

Mow lel me say a word about the change in business
organizetion 1n the industry vhica has developed within the last
fev years since the coming of the N.R.A., and the passage of the
Bituminous Cosl Act and the advantages whach that change would
offer an time of a national cmergency. With the war experience
in mind, 1t 18 cagr to see that aaything in the dairection of
facilitics for collective action by the industry i1tself vould be
an 21d borrrd radustrial mobilization. It 1s hard for an cutsider
to recalizevhat a great forward step the NL.R.A. coal code was.

Ir. the _cars aftcer the war the batuminous coal industry had
clioped more amd more into a perfect quagrnre of cutthroat competi-
tion. Tho demana had stopped growing, there was a huge surplus of
capacity — vou all kaow the general picture. It 1s no reflection
o eitanecr the mea vho vorked i1a the mires or the cmployers. Both
groups 1cce faced with a situstion that ras beyond their control.
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Even in the boom year, 1929, the Federal income tax returns
showed that the industry as a whole was losing money at the rate
of about $9,000,000 a year, the losses exceeding profits for the
entire industry, Down to that year about 3,000 rines had been
forced to closes I refer not to wagon mines but to commercial
mines of substantial size. About 200,000,000 tons of mine
capacity had been liquidated and forced out of operation,
resulting in the premature waste and abandonment of several
hundred million tons of our best coals which vrere left under
ground. under conditions which make their subsequent recovery
very doubtful indeed. About 250,000 men had lost their jobs.
The coming of the depression made thingzs sti1ll worsc. The
system of collective bargaining broke down almost completelye.
Miners? vages 1n the sourthern fields fell to very low levels,
an acute unemployment situation developed, and long before the
Federal Government took over any responsibility for relief in
general 1t was admitted by everybody who knew that a special
problem in relief existed in the bituminous coal fields. Mr,
Hoover asked the American Friends Service Committee to undertake
child feeding in the coal mining camps. Even today the
anthracite region and some of the bituminoug coal fields stand
out as areas of exceptionally high relief load.

Therefore, of all industries in the country bituminous
coal mining had perhaps the greatest reason to try to avail
1tself of the facilities for collective action and the agreement
among producers which the N.R,A, afforded, and the code that was
marked out under the N.R.A. was a great achievement, Again I
can praise 1t without any feelang of embarrassment. Waile I
saw very much of 1ts operation I could claim not the slightest
share of credit for what was accomplished.

Let me get the labor features of the code out of the
way firste The code guaranteed the right to organize, and
bitter controversies between the union and non-union fields
which had up to that time pretty much stopped any attempt ab
national organization of the industry or common counsel among
employers were swept avay. A national system of collective
bargaining was introduced which applied over virtually the
entire industry, Harlen County, Kentucky, being the only area
that remained oute That, as you know by the nevspapers, has now
come 1in under the system of collective bargaining. Minimum wages
were set, and maximum hours were set, first at forty hours a
week and then at thirty-five hours a week.
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The marketing features of the code centered arcund the
1dea of selting fair minimum prices f.o.b. mnes. An elaborate
code of trade practices was developed which outlawed a number of
harmful practices that had grown up in the trade, the chief of
them being the habit of shipping coal on consignment before you
got an order, that 1s sending 1t from the mines to the market on
the cnance that you might find a buyer before 1t reached the
market. This practice had a very depressing effect on prices.

The price control rested on the i1dea of setting fair
mimmum prices f.o.bs mines., The district code authorities
proposed prices, and ths N R.A, adminmistrator reviewed and
aoproved thems Toward the end when 1t became spparent that the
N R A. d1d not have the power to compel the observance of
minimm prices evasions began to be gerious, but I have often
said, as a detached observer, that if the N.R.A. had never
accomnlighed anything clse, all the time and all the effort that
was speny vould prebably be justified by the advances thatb
nccurced 14 the coal industry alone. Even before the Supreme
Court thee, out vhe N.R A. 1n the Schechter case a feeling had
crysoallioed among coal operators that some form of permanent
industrial orgonization under Federal supervision was necessary
and ought to be provided for, That wes the feeling that underlay
the passage, in August 1935, of the original Guffoy-Snyder law,
which was invaelidated by the Supreme Court end reenacted, with the
labor features stracken out, in April 1937,

The present lew has been in effect about a year and a
half. Its life 1s limited for four years, and therefore 1t runs
until May 1941. The law sets up a regulatory commission called
the "National Bituminous Cosl Commission" which I have the honor
to serve, I am myself a permenent civil servemt, I had looked on
the service of the Government as a life job as long as I might
be needed and was with the Geological Survey and the Bureau of
Mines, but when this law vas passed my unit was transferred "ock,
stock and barrel", wnthout consulting us, to the Coal Commigsion,
and we have done our best to help the Commission in 1ts diffaicult
Job, The Commission got off to a bad start., Its first prices
vhich were 1ssued in December 1936 were 1nvalidated by the courts
on the ground that they had been set wathout gLVing CONSumers a
fair hearing end the chance to protest against possible inequity.
The task laid upon us 1s certainly a formidsble one, It 1s like
that of the Interstate Commerce Commission. The I.C.C. 1s supposed
to set a fair price on a commndity called “railroad transportation",
My honorsble Commission 1s supiosecd to sot a fair price on a
commod1ty called "bituminous coal." The second task 1s jJust about
as difficult as the first and 1t has to be done under the terms of

the law right away, vhereas the I.C.C. had a generation to grow
up and lcorn 1ts job.
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The law provides for a system of minimum prices,
f.o.be mines.s The prices are to be so adjusted as to yreld an
income equal to the determined cost of production. In deference
to Supreme Court decisions the law bristles with standards and
instructiong which tell the Commission Just what 1s to go into
the cost of production and instruct 1t i1n detarl how to
determine pricess Anyone aggrieved ig guaranteed a fair hearing.

The chief assurance that this ambiticus undertaking to
set prices can actually be carried ocut lies 1n the fact that it
1s essentially the seme approach as was atlempted under the
N.R.A. and that under the N.R.A. the problems of determining
what would be a reassonable price and of sebtling the vexed
questions of differeabial between various grades and sizes of
coal were settled i1n a fair and workmanlike manner, The present
law attempts to remedy the obvious weakness of the N.R.A. by
providing a penalty for those shippers who evade the code prices,
It 1s a very serious penalty in the form of a 195% tax, which
becomes applicable to anyone who violates the provisions of the
code. However, from the point of view of industrial mobilization
you would be much less interested i1n, what I may call, the civil
or peace-time features of this law than in the developing
machinery of industry organmization and the facilities for collective
action which are being bumilt up. In contrast to the utter lack of
organization which prevailed before the World War very great
progress has been made, The i1ndustry now has an organization that
is well adapted to the execution of such a task as the policing of
war~time maximum prices or the control of distribution. It has
developed local groups and local leadership and it has in the
Coal Commission a supervisory body vhich i1s, I think, adequately
staffed to settle the questions of what i1s fair maximum price and
to review the operation of the system of control,

The areal orgamization set up by the law is indicated
in this map, Thc law creates a total of 23 digtricts, but 1% so
happens that one of those districts (nmumber 21) represents the
lignite of the Dakotas and the lignite 1s exempted by the terms
of the act so that there i1s no organization for that district.
In each of the bituminous fields proper a district orgamization
hag been set up that had a good deal of vigor and authority,
Each distract has a District Board of Producers. Half of the
members of the board are elected by vote on a tonnage basis of
the producers in the district and half of them by vote oa a
numerical basis. In voting on the mmerical basis the smallest
producerts vote counts as much as that of the Pittsburgh Coal
Company. There 1s also on each board a labor member designated

~11m



in practically every case by the United Mine Workers. Most of
the boards have competent permenent secretaries and a record
office. The functions of the dagtrict boards include the
classification of the coals of the district, the proposal of
faar minimum prices to the Coal Commission, the coordination of
such prices between one district and another, the checking of
observance of prices vhen in effect, and the arbitration of
digputes that arise among their membership, Each dastrict has
a statistical bureau created by the law which i1s an arm of

the Commisgion, and therefore of the Federal Govermment, and
the buresu's duty, among other things, 1s to keep records of
cost and distribution for that particular area. All producers
are required to file current cost reports and to file copies

of all invoiccs on the sale of coal., This hag burlt up a large
amount of basic informabion regarding the flow of coal from each
digtrict sub-divided, not only by area but by use, which would
certainly nave been a God-send to the hard-pressed statisticians
of the original Fuel Administration in oubtlaming their coal
budgets and their zones

One of the most 1mporiant tendencies that has developed
under the lew and which traces back even slightly before the N,R.A.
1s the growth of regional marketing associations or agencies, best
represented by Appalachian Coals, Inc. Appalachian Coalg was the
first of these agencies to be developeds Its headquarters are in
the southern high volatile fields. It began before the National
Industrial Recovery law was passed, and received the official
blessing of the Supreme Court in a decision handed down March
1933, Since then, and especially during the last six months,
other marketing agencices have been promoted in many of the other
fieldss They seem to have a very useful and legitimate place
within a system of Federal regulation as well as in an otherwise
unregulated market, and I think 1t 1s a fair guess that we shall
sce a great deal more of such marketing associations and that in
the course of time they will not only handle their own local
problems ond achieve a greater degree of stability among shippers
competing in a single digtrict, bubt that they wall increasingly
deal with one another, I think that the marketing agencies alone
would prove to be an important frward step in any problem of sesuring

the necessary unity of plamming and execubtion of policies in the
event of a war,

As to the Commigsion 1tself, 1t 1s a fair guess that
desprte the fact that 1ts life expires officially in 1941, some
form of Federal Government supervision of the industry is likely



to be adopted permanently. I would feel —— I ghall talk very
frankly — quite sure that there would be i1mportant modifications
in the present law, But I think that, 1f from no other point of
view than the experience of other countries, the days of entirely
unregulated cutthroat competition in ceal minming are over. Some
departure from the old dog-eat-dog type of competition igs certain
to emerge ag a permanent feature of national policy. That seems
to 1nvolve a measure of collaboration by the Federal Government.

While the prlncl% task of the Coal Commission 1s to
fix and police minimum prlces/to prescribe marketing ruleg and
regulations, the law also contains the provisicn that 1f at any
time prices rise to an unreasonably high level the Commission is
to set maximumr prices, therefore we already have on the statute
books the authority to contrel run-away prices which in the late
war had to be especially enacted in the Lever law, The law says
that these maxamum prices shall not e fixed so as to deprive any
1tdividual shipper of a reasonable return en his invesiment.

That might conceivably mean that the maximum set for one mine
would differ from the maximum for other mines preducing a simlar
grade of coal in the sanc field.

The provision of the Ocal Act authorizing the setting
of maximum prices would apvear to provide amtcomatically for the
first of the necsssary objectives that I sketched in the event of
war-time control, and there can be no doubt that the detailed
records, the distribubion and uses of coal whieh the Commission
1s at present building up, and the technical competence which
1ts staff 1s acquiring, would all be of the very greatest use in
habdling questions of wartime distribution and priority. They
would for example enormously facilitate centrol of distribution
by budgeting end zones such as that of the late war.

I mght say a word also abcut the question of man
power 1in the coal industry. At the present time the capacity
of the bituminous mines operating with their existing labor
force on the thirty-five hour week 1s apprcximately 576,000,000
tons a year, If the policies of the next war-tire administration
will permit lengthening the weekly maximum to the old forty-eight
hour week, the mines now 1in cperation would have a capacity of 680,
000,000 tons a year. The anthracite mines, I presume, could
epsily produce still another 70,000,000 tons a year. The total
number of men now on the payrolls is about 485,000 in the
Titurincus fields, Add to that another 100,000 in the anthracite
field, There seers no doubt but that in addition to miners new

~13-



unemployed there would exist a considereble potential reserve of

man pover on the rolls of the operative mineg in the event of war,
1f the question of limitation of hours of work can be amicably
settled,

~14--
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Dascussion
"The Coal Industry"
Mr P G Tryon

October 7, 1938

Q —— To what extent has the bituminous coal wroduction over the mast
few yvears been affected by the increased commercizl use of the metroleum
products of natural gas?

A —- That has been one of the major issues In 1937 owr annual denand
was i1n the neighborhood of 40,070,000 tons, up to 1929 1t h-d aversgea about
550,000,000 tons A% no time has 1t reached the levels that were attained
during the war when 1t shot up to sbout 575,000,000 tons I would rate the
factors thst have been responsible for the change in the demrnd for co=1
in about the following order* First, fuel economy The war arove un the
price to heights that accelerated a tendency thet had been in evidence a
long time before to get more use out of the same tonnage of coal but the
tonnage was accelerated enormously In the electrical ntilities 1t was
the emphasis shifted to full efficiencv and ambitious men discovered the
route to promotion lay through the boiler room and they made s~vings
quate smectecular The aversge consumtion ner kilowatt hoar was, in
1902, something like 6.4 pounds, by the end of the wer thoat had been cut
to 3 5 noands and now 1t has been still further reduced to 1 4 nounds
Fuel economy 1s an o0ld story and goes back to the d-vs when Jemes Watt was
inventing the steam engine, bub there has nsver - nrobebly in the vhole
history since the industrisl revolution - been o period rhen immrovement 1in

average performance in the ntilization of fuel has been as ranmid as 1t has



A ETEET A TUVRERS MO RTERSTRRERN e /TR TRAY A TURYTTRTLEN L4 NP TIFEOVRoeRTRIY o engEn e oo -

et
{3
]

been 1n the years since the World War I rate that as one of the factors in
the changed outlook for the demand in bitumnous coal HNext to that I would
put comvetition of other sources of energy, that commetiti-n i1s not confined
to the direct displacement of cosl by fusl o1l burned under 2 boiler  There
1s a certain measure of indirect competition in the form of gascline, beceuse
while 1t 18 ocuite clear that if we had not had chean gasoline in tre internel
combustoon engine we would have gone shead and develoved s bsidiary methods
When we have been through a great increase in electric light, mronelled
motor vehicles, 2nd a great incresse in light railwavs or extensions of
electric traction, I think that sven that part of the nroduction of o1l
which finds its way to the ultimate consumer of 01l will not affect us
greatly Casoline and kerosene involves a certsin slement of commetition
and 1n the agprsgate that has been a powerful cuestion Gas and o1l have
been more immortant thaen has hydro power though thet too has merde 1ts con-
tribution Then there has been asnother tendency resulting from the - I

call 1t - coming of age of American industry This 1s a coartry that

as 1t matures in economic life the tendency to shift 1ts cmohasis over from
the products of heavy raw moterials of heavy industries to more highly
fabricated goods msy involve larger capmit~l increases ond quate as large
guantities of labor but they temd to require less in the way of raw
f@éb;and.then there has been a shift from raw nig 1ron made from the ore

to scrap i1ron  The 1ron furasces sre next to the railro~ds, tre largest
single comsumers of cosl in the form of coke and the incressing tendency

to re-use scrap in nlace of producing virgin pig from the ore has had o

vowerful effect ofi the demands for coke and coerl and thet 18 one of the

*2*
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ressons the total consumotion has tended to lighten off instesd of i1ncressing
as 1t used to Op top of this, of course, care the great devression s~nd the
decline i1n industrial activity which is reflected in coal mining ss everywhere
else I believe that the coal industry - that 15, the vroducers - had set

up a type of research organization vhich had for its murnose to endeavor

to find newv uses for coal

Q ~~ Can you tell us what success they are having along those lines?

A -- Yot as much as they expected -nd I would say th-t while praiseworthy
as the effort 1s, 1t 1s not drgasnized on 2 scale adenaate for the problem,
that 1s one of the things evidently that hsomens to an i1ndustry which geis
into a state of acute depression and where resnmonsibility i1s divided among
maay thousands commeting as units No one producer can afford the expense
of research which will go down to everybody and 1t 1s excesdingly dafficult
to vass the hat and collect enough funds jointly to carry out research of
this tyme on the scale desired  The National Coal Association thich is the
national trade body for the industry, has organized bituminous coal research
and they - an entirely non-profit cornorstion - have done what they coald
to raise funds All of the efforts they have made have been intelligently
directed and decidedly worthwnile and 1t has produced some results but is
obviously effort which ought to be multinlied many-fold and I hove looked
with some hooe on the sttemmt to organize the industry on a stronger and
more stable plan economicslly =8 one of the ways by which funds adecuate
for research might be developed

Q —— Mr Trvon, 1t i1s true that the Bituminous Coal Act of 1937

provides that no coal shall be nurchased by any Government agencv from =

producer who has not been sccorded the right to emmloy=es to barglin

* Z ook
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collectively What effect does that hsve as far as the worice of cosl to the
Goverament 1s concerned? I realize, of course, that the co2l firnished the
Government 1s a small drop in the bucket to coal used commercizlly

A —— 1 1magine that has little effect I exnect 1t was written into
the law by organized labor and wanted to show every —ossible vnrop to their
system of collective bargsining So far they have been able to hold the
lines in virtually the whole industry The Government doesn't have much
optiron whether to buy from a oroducer operating under collective agrsements
or not unless 1%t 1s premared to take coal from the small truck mine  There
are very few rail-connected mines now outside of the system of collective
agreements.

Q -- How do the laborers feel regarding the ational Bituminous Coal
Act?

A -~ They were strongly for i1t snd I »resume they are resnonsible
in a principal way for the support that led fo 1ts vassarse The oninion
in the industry after January, 1935, when the davs of the NRA were known
to be expiring, was divided Almost everybody agreed that something ought
to be done, that the former code had been a tremendous advance The
miners felt tnen that they wanted a snecial co=l sct and I think they
wanted 1t on a permanent basis The emnloyers were divided into two
comps - the thing to do was to go along under the NRA code and those
who felt that the time had come to have a specisl l-w  The law was first
discussed sbout February, 1935, and immediately after the decision outlewed
the NRA the coint among emoloyers crvstallized on the side of a snecisl Federal

law T think'that at the present time 1t might be fair to say that the

* 4 %
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attitude of the employees 1s one of expettsncy and somerhat skenitical hove

Thev are aware of the comvlexzity of the job facing the commission and they

are disillusioned as to the time 1t has taken to carry ocat the intention

of the law So few of them are definitely onnosed =nd they beg.n to see the 1aw
fail Most of them would like to have 1t succeed and they are giving very
loyal support

Q -- What 1s the comparison vercentage between the contribution to the
vower demends 6 the country between coal and netrolesum? Con you tell me
that?

A -~ If you take the entire budget of the United States, 1t consumes
energy in %il forms, incluwding th=t which is used in gssoline and internal
combusiaon engines The nrovortions are as follows 1937 - Permmsylv-nia
anthracite - supplies 5 4 per cent, bituninous cosl - 45 per cent, the tvo
coals combined are jgust o trifle over half - 50.4 mer cent, ostroleum
supplies 30 4 per cent, natural gas, 2 8 ner cent, water nower, 9 4 per
cent Those figures ought to add up to close to one hundred ver cent
That takes 2ll of the o1l and gas regardless of how 1t 15 consumed -~nd 211
the water power, counting water mower as 1ts eouivalent in fuel as a rela-
tively low thermal efficiency A great deal of that kmowm coal energy is
not directly consumed With coal 1t includes water power in aress where
coal 1s difficultly accessible and where hydro 1s clesrly the cheapest -and
best way to generate power It includes this very large frection of o1l
and gas vproducts in the form of internsl combusiion engine fuel If vou
disregard the automotive engine which hss now become one of the greater
consumers of energy and think of the electric utilifies themselves, my

recollection i1s that coal suprlies about 88 per cent of the total fuel

* 5 %



N L FERE. PURE TR TRE TRMR T MR GSARR R TR S AT T T e W T A ET AT Rild s &

v@ i
» {

generated ovower and the other 12 per cent 1s partly fuel oil end oartly nitro-
gas and partly Diesel o1l The portion of the tot-l ovublic utilities nower
supoly coantributed by fuels 1s =bout 60 ver cent and the nortion from water
wower 18 sbout 40 per cent Of course, coz2l remains the one source of coke
and therefore 1t st1ll i1s and will have to be the basis of indastrisl nyramdds
of heevy indusiry in which the munitions industry is st the top

@ -- You mentioned the closing of sourees of bituminous cosl Woild
a national emergency require the re-omen.ng and nossible un-economical
operation of any of those abandoned mine vroducts?

A —- T think that would raise one of the most real problems In the
event of a war, first the price will go up, that 1s Postulate No 1  The
Government sets m-ximum prices  As prices go up, more mines will tend to
come into production Now a wise administr-tion would thint a long tire
before 1t authorized the ovening of new mnes and the ~mnsenrent diversion
of man-power I don't know where the American constitutionsal #ivision of
power between the S{ates and the Federal Government really lies or whether
1t has any suthority for the prohibition of the ovening of 2 ner mine, but
a great deal could be done through control of nriorities in the sunnly of steel
and material to discourage the opening of new mines and in my opinion the
present canacity - if the men wall agree to return to 48 hours a week -

18 all that we are likely to need For s rather big war, that 1s Ve
should think twice before encoursging sny more mines

Q -- Mr Tryon, our fleet is entirely pro-elled wmnd nrecticelly allthe
ships that we are bulldlng(}:%’;} }Llel 01l In case of a national ermergency

the demand on our fuel o1l reserve and resources .8 go.hg to be oretiy
tremendous Is there sny way of substituting pulverized coal for fuel oil 7

* g ok
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What plan has been msde for oulverizing coal ~nd substituting 1t for fuel
011? Also I have -nother question - I want to find out whether there is
any system of control or whether thev can control the enthracite industry
in Peansvlvanial?

A —- About the substitubtion of pulverized co<l I supnose that in
land installation thet 1s Just a question of canital exnense  Quite o nuxber
of the modern central stations located in nlaces where fuel 01l 1s the notential
comostitor have been designed vith the thoaght of being able to siter from
fuel 011 to cozl or gas or back again and there the chonge c-n be effected
w1th relatively small expense In other nlaces 1t 1s just a question of
spending enough money on 1t I think that a very considerable bjyége of
fuel o1l could undoubtedly be relsased in a short time by wertime control
through encouraging such changes One of the things thet would do 1t wo 1d
be a hagher yrice for fuel oil, th~t alone vould effect the rother vholessle
convergence Now you cet into transvortation As far ss the railroad
loeomotives-aré-concerned, there 18 a2l eady a considersble degree of
flexibility in this sense  Thot means thet mines orerating both in cosl
territory and o1l territory have both ftyces of egquinment and that the
particular divisions are rum on o1l ovposed to coal, depending on the
comparative nrices of the two  There wo:ild be some switching from one to
the other - possibly 1n the railrosd fuel  Withoit verv mmch extra cost
tne change could be effected You get bevond thet voint of using all of
the available locomotives destined for coal and the guaestion involves
ngw capltal changes Iy marine treunsnortation, there have been successful
cxperiments in the use of npulverized coal for marine use  The Shio-p.ng Board

vried 1t - and there are some records of tnose %ests on the Steamshin Mercer

* 77 %K
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some years ago It is possible to drive ships at sea by the use of pulverized
coal There 1s some question =s to whether 1t 1s more efficient or economical
than the ordinary stoker firing I know so little about the particuler con-
ditions of consumption at sea that my answer will be vorth very little My
opinion, however, 1s thei 1t would be a pretty difficult mstter to change
a foel-burning vessel to a coal-burning vessel on short notice

You esked aboub bootlegeing in the antnracite region There are
thousands and thoussands of little mnes shimming bv truck tnet are omerating
very much the same way as the bootleg holes in the anthr-cite region out
in the bitamw.nous fislds but most of them are nerfectly legitimate businesses
b group of men vith not much to do will nersuade a farmer to l=t them owen
a hole on his land and pay him royalties or a little something and set un
1n business as producers of coal, they mut out a sign along the road and
wait for a trucker to offer them such cash as they see fit and then let
him have the coal for what he 1is wailling to pay them There earnings are
ususlly pretty small - I supnose there are onrobebly 5,000 or merhapns 6,000
or 7,000 producers of bituminous coal like that, varying in size from 150
to 15,000 tons a vear  They constitute a oroblem very much i1n evidence
in any atbdempt to regulste prices because the nroducers, l.ke evervbody
else, have got to place 1n the nicture the aggresate ftonrage - rrich might
be 15,000,000 a year It 1s increasing and in many markets 1t 1s guite
sufficient to breax the system of price-fixing The bootlegeing, as swuch,
18 virtuslly confined to the Pennsylvania anthracite region  The bootlegger
'S a trespasser oversting on the lands of a corporation who doesn't want

nn there He 1s largely a product of memnloyment and he exists beéosuse
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there 1s so much unemployment and nublic opinion in the anthracite reginas
hss lined un against the comp-nies anyway Tre locsal molice forde won't
convict the bootleggers The locsl merchants are derendent on the boot-
legger They don't quite know what he'd do if he d.in't have this sort of
a jJob and 1t has proved exceedingly difficult to the volice That i1s my
way of condoning a simple trespass I think 1t 1s a fair srediction that
bootlegging would disappear 1f emmloyment were turned to more normal levels
and a man could get a job  The stories about their earnings are on the thole
untmie  They work under conditions of very great danger, they work long
hours very hard and oprobably make 2 or 3 dollars a day more often thsn they
do 5 dollars The tonnage of the bootlegger seems to be declining At
one time 1t wss thought to be betnween 4 and 5 million tons & yeer ~rd that
meant 2 tehth of the total anthracite merket came from the bootlegger It
18 probsbly 3 million tons a vear now The decline1s due largely to the
exhaustion of the more easilv worked ground He con't go verv deev and the
accessible vlaces are less easy to find and dig in  The situation used
to be more important than that The success of the local retzilers in
cities where bootleg coal 1s be ng trucked 1s wanine In gettine local
ordnances they put some kind of s tax or license chasrge on the trucker,
making 1t more difficult for the trucker handling the bootlegs vroduct to
make a locel sale But as I say, I think thot the matter will rem=an =
thora in the flesh as long as there is very widesnread unemmlovment and
1t would probably clear up like a bad finger 1f we got back anythaing like
normal volume of employment and normal wege sceles

Q -— ¥r Tryon, 1f the consumption of bituminous cosl remains anmroxi-

mately constant, can you give an azpvroximate figure as to how long the
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present known supnly of cosl will last?

A —= If you take the total tons that the peclogists say are under-
ground and diviae by the total nurber of tons that are nov being nroduced
ot something like 1929 rates and make a little allov~nce for loss of coal
in mning, you get an answer of something over 4,000 yvesrs  Now that i1s
one of the most decentive figures ocuoted about the American scere  The reason
for the deception 1s that 1t overlooks the great outstond ng fact that
vroducts always start on the richer and more accessible minerals and it
tends to move nrogressively to the lower grades of ore or to mining con-
ditions that are more dafficult and more exvensive The nrosmective metal
mining industry starts with rich strains and in the course of a few gene-
rations you have had a very conspicuous decline in the average grade of ore
to be worved Cosl mining starts on the best devosits -~ the clesnest and
finest coal, 1f you lock at those really »rize coals The rate at vhach
they are being used up hs presented an entirely different nicture The
Pittsburgh bed, which 1s the gresatest storehouse in the world, 1111 l-st
about 100 years in the Siate of Pennsylvania =t 1929 rates of wnroduction
The beds in the Pocahontas New River ares have » thickness rhich 1s re-
gorded at 1929 rates as hsvihg & life of about 84 vears There 1s -~ lot
of thin coal out there which might easily double that exmectation of life
but even that i1s limitea  Our coal consists of relatively swall amounts
of the best quality coal snd uvnbelievably big amounts of the lov grede
bituminous ore or sub-bituminous or lignite  The rats 2t which we ore
asing up the cream of our coals 1s measured in scores of yesrs and

anything that we can do to stop the weste of those coals nd wrolong their

fives 1s very mach to the point  In other words, the share of abund-nce
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of coal sources i1n the United States hasccreated a great problem in conser-
vation bv making everybody careless sbout the wastgof mining and by concen-
trating production on the relatively veluable coerls If e hed en sll-wise
economy we would try to seve these high grade metallurgical »roducts for
coke and cooking vurnoses snd discoursge their nromiscuous use for ordinery
steam~-ra1sing vhere a cheap coal will do jJust as well

Q == I have a cuestion on the unemnl-vment in the mining industry To
what exgent i1s the present condifion resultant in acgquiring new tynes of
Jobs?

A -— There is another element in that, of course The number of jobs
1s something that i1s rather independent of the number of amnlications for
the jobs and that 1s the number of jobs, in other words, i1t 1s not marticu-
larly affected by the number of neople that would like jobs but the number
of men who hang around the mining communities and would like work is nartly
affected by this immobility I think this misht be described ss relative
immbbility on the one hand You certeinly have a feeling that the miner 1is
attached to his wey of life and has learned one thing and he isn't very well
adanted by experience or training for other occupations Some tymes of
emoloyers have a feeling that he is not suitable for industrial work and
w1ll give preference to men with machine sho~ experience rather than co-1
miners There 1s a saying thst the miner can't st-nd the sun Tnere's
a great desl of truth in that and 1t takes time for them to becomrs =sccustomed
to heavy labor in the sun Miners live in isol-ted commmities  Trev hmve
3 certain clennishness They lack experience in the outside vorld =nd th-t

a8 operated along with these other factors to delsv migretion -nd re=djust-

went But on the other hand there is the nlain fact thot hundreds of th-us-ands

£ men did leave the mines after the war peak snd difl find something else
* 1] %
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mechanical work performed  That offered s very fertile field for inventive
genius and there snpeared during the 1920's a surnrising variety of mechines
designed to renlace hand lsbor by various tywes of mechonical devices  Where
the mining conditions are soplicsble and favorsble, mechenizakion of that
type 18 growing by leaps and bounds Tt depends-martly on the wage rate
If we got into a war one of the characteristic commoditv nrices woild rise
and theincentive to mechsanize would be increased I think we could be quite
sure that employers would actelerate mechanization and this would have the
effect of releasing mere man power than otherwise would be mossible, but I
supvose that 1f as many as 5 ner cent of the working force ttere rele-sed
vaithin a period of s year that would be as much s vou could count on, 1f
1t went as high as 10 per cent, I should be surprised

Q -- A number of years ago I noticed that thers was lots of foreign
coal brought into the United States as ballast Has the coel commission
been able to snything about that?

A —— They study exnorts and immorts but I don't recsll that anything
1in particular has been done about 1t  The totel amomt of cozl immorted
1s awfully small except for anthracite from Russia ond Germeny  The
imports are not more than a couple of thousand tons from the weslern Conadian
provainces that come down into Monteana and Idaho and Washington

Colonel Riefkohl I am sure we have benefitedvery materislly from this
little talk snd 1t hes certeinly added a great desal to our fund of Ymo ledge

n behalf of the College I want to thenk you very much, r Tryon
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