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If I may qualify the expectstmon of "a very fmne talk", 
thins to me ms perhaps the most Horatmo Alger e~@ermence I have 
ever partmc~pate@ ran. I feel embarrassed. I hope thins ~ll 
not be too v~szble when I am through speakzng, 

Less than three months ego for the flrst t~me I vmsmted 
thms buml@~ng mn an efCort and mn the hope of fmn~%ng out some- 
throng about mndustrmal mobmlmmatmon~ and about the p~ns for 
the ad3ustments bus~ness must make mn the event ol any future 
war. At thst tLme~ very frankly~ I l~ew nothmng about the prob- 
lem. I was fortunate ~n hav%ng as my guzde~ Ha~or Sadler. 
After the f~rst day w~th Najor Sadler I returned to my hotel and 
was ~n more of a daze than when I started. In all fsmrness to 
~a3or Sadler, that ms no reflection on the m~°ormat~on he xmparted 
to me during the day. On the contrary, he ~ave me so much infor- 
mation mn rib course of that !krst day that I had the feelmng 
that he vms rushLug mt all to me fast because war ~m~ghb break 
w~thzn twenty-four hours. From that tmme on, I was able to grasp 
a lmttle more each day~ mn the hope of preparing some brmef 
analyses ]n our b~-weekly reports for our more than 25,000 mn- 
dustr~al members. 

The qulckenlng of the mntem~atmon~1 pulse some smx weeks 
ago and the possmblllty that recurrmng cr~ses mlsht brlng about 
the events dmscussed so much here, mmpelled me to start a pro- 
3ect~ the nsture of whmch I wasn't entmrely sure of at the tmme 
I started. I had an interestmng conversatmon wlth ~r. Johnson 
and he suggested the need for a clear, mmpartial, honest anal- 
ysis of the plans formulated in the varmous branches ±n the Offmce 
of The Assmstant Secretax, I o± Wsr, v~th the hope possmbly that 
that study could mn tmme of ~'~r become the means of qulckly~ 
effectlvely and s~ply mnpartlng %he new infor~atlon to bus!ness. 
That was s~x weeks ago. Th!s mornmng I haa the personal thrill 
of lookmng for the flrst t~me at one of the fmrst of the com- 
pleted vol~nes. I brough~ the fmrst feT~ copmes do~a ~v~ me. 
~{a~or Sadler suggested that I place perhaps fmve of the cop~es 
that I an leaving wroth The Army Industrmal College mn your hands 
now, and, zf you care to, they can be cmrculated and glanced at 
~hmle I am speakmng. As a matter of fact, mt may be a necessary 
dmvers!on, 

It is pres~apt!ous of me after merely t~ months' research 
to dlscuss the control of the natlon's resources ~ you after 
your study of at least a year. Not only ~s It pres~mptlous but 
practlcally mmposslble even to scratch t~2 surface of the prob- 
lem mn the course of three-quarters of an hot~. I do feel that 
it Is posslble, though, to ramse some of the questlo~s that oc- 
curred to me In the course of the research that I dld, some of 
the questlons whlch obviously could not be ~Iscussed In the book, 
some of the problems that must be settled here, if they are not 
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already settled. I recognize that tlBre ~s much Lnfo~mat~on that 
was not made available to me, both because of the pressure of t~me 
and because of the politics, ~n the ~der sense of the word. I 
hope I w~ll be forgiven if I should happen to label as unsolved, 
problems which are solved. I have no way of kno~%ng, but these 
are to me the most ~mportant problems. 

One primary thought concern~n~ the control of the nation's 
resources Lmpressed me most. ~at observation ~s, essentially, 
that ~s ~s ~mposs~ble to regulate or control the operations of one 
segment of our ~ndustr~al economy w~thout concomtant supervision 
of all of the other factors v~th ~,~ch that sesment ~s so,ned. 
Perhaps I can clarify th~s thought by an over-s~upl~f~cat~on. 

Let us assume that ~n t~me of war ~/~e z~l~ta~j machine demands 
of General Motors that ~t produce 200 m~l~tary tracks monthly. I 
use the word "demands" advisedly. Th~s quantity ~s well w~th~n the 
abLl~ty of General ~otors to meet during peace tmne. To assure 
del~very, the procuring agencies establish close observation of the 
activities of General Motors, in making the demsa]d, a price ~s 
reached which, on the face~ 3ust~f~es the company's cooperation and 
assures ~t a reasonable profit. 

But if the regulatlon, plaunzng, compulslon and demands were 
to stop at that poet, the llkellhood is that the requlrcd produc- 
tlon must sooner or later bog do~vn. If the prlce of contrlbutory 
materlals requlred by General Hotors v2re left free to the exerclse 
of the econont%c laws of demand and supply in tlme of ~ar - if a 
number of the strateglc or crltlcal raw commodlt~es, rubber, man- 
ganese, t~n, etc., which are necessary In the manufacture of those 
trucks, were available or not dependln~ upon the freedom of world 
shlpment at the tlme - if labor were left free to exerc!se the 
power which two new factors v~ll have z±ven it (the deplotlon of 
the labor market by protectlve mob~llzatlon and the Increase of 
its value by the desperate need for its ald) and ~re ~rmltted 
free exerclse of that power through strlke, slo~-dovaq, s~t-dovm, 
or any of the other useful weapons ~/qlch are In labor's arsenal, 
or ~f the components which Eo ~uto the compos~taon of the cost 
of l~v~ng were undetermined by law, unsupervised by regulation and 
uncontrolled by Government - ~f any of the~e ~ere permitted to 
function w~lly-n~lly despite the demands upon GeneriL l<otors for 
• ts trucks, despite the threat even of cor~ms~deerln~ of plant and 
equ~pment~ zf the 4emand ~s not met, troops ~ould ~ alk ~o the en- 
campments and battlefields, not r~de. 

I urge thls observatlon on you not as a novel one - It ~s the 
very essence of the studles ~h~c1~ have been conducted here. I urge 
it strenuously, however, because ~hlle hhe need has been ma~e clear 
for the mnmedlate control of all of the factors ~nvolved ~n our 
economic system which are necessary to the prosecublon of a war, 
the actual plannlng, or perhaps more accurately, the actual details 
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of the plans themselves have exeter been not as carefully formu- 
lated over one phase of our economic 1Lfe as over the other, or 
for a number of reasong have not been publmcxzed~ 

I recognize the peace-t~me dmffxculty of publxcly d~scuss~ng 
any lmnmtatzon of the freedom of labor~ part~cula~ly durmng an 
era when labor has 3ust begun to lose ~ts milk tooth and s~nk xts 
mw found molars mnto substantxal food~ I am concerned# however, 
over the possmbxlxty that the polxtmcal wmsdom ~hid~ has mmpelled 
the soft-pedallxng of planning for the control of labor, princes and 
war profmts has also perhaps ±nh~b~ted the actual planning mtself. 
I fxrmly believe that concrete labor plans, mn~ustrxal mobxlm- 
zat~on plans~ prince control, the exercise of prmormtmes, war-t~me 
dmscouragmng of non-essential enterprmse, and war profxts control, 
must not only each be equally as well defined ~n tmme of peace, 
and the admmn~strat~ve mechanxsm as carefully planned for one 
as for the other, but I also belxeve that each of these cm~ be 
~de polxtxcally and psychologmcally palatable, i believe %/%at 
palstabxlxty must flow from two thxngs~ (1) the demonstration 
to ~ sbc ~ end capxtal that they are both regarded as equally ~m- 
portent ~oonenbs and only as components mn the control o~ the 
natx,~, '~ res~t~rces; and (2) that each w~ll be accorded certaxn 
guara~ t~ ~ , ~ertaxn assurances to whmch they are each entxtled 
and ~h~_~ h ~NLll adequately protect each. Let me Illustrate: 

Labor ~n 5~me of va~ ~ must pay two prlces (1) It must fur- 
nxsh tb2 ~L~ complete bulk of man power in protectmve moblll- 
zatxo~; since the bulk of the country xs actually labor in fkeld 
or fac5ory~ and (2) ft must not mn the exercxse of e~ther ~mm or 
dlrest need ~pede the flow of pro~uctmon needed for the success- 
ful conduct of the war. ~131 labor ~allmngly pay these two prxces ~ 

There has been much loose talk of late that ~m~edmately upon 
the con~encemen~ of the next war our democracy caes. If plans 
have been made for the burxal, I hsve not been let mn on them, and 
if an agency has been prepared for d~at democratxc crematmon, 
frankly no evldence has been avsmlable to me here at the Army In- 
dustrxal College or the Plannmng Branch. I ~s Interested thls 
mornlng mn sxttlng through the flrst conm~ttee sessmon that I 
have ever attended. If the procedure whmch was followed there ms 
the prelude to the death of democracy, my powers of observatmon 
have been completely clouded by the war atmosphere here - and 
I found less war atmosphere here than ~ have in practxcally every 
cmvllman group I have attended ~thln the last n~nety days. 

To return~ modern war presents llttle opportunxty for !~rl!a- 
men%ary qu!bbllng an4 offers small premlum for sentxmental sophxs- 
try. liar effort m1~t be fast, complete and unreserved, and fre- 
quently, brutal - brutal in xts effect on the clvmllan front as 
well as on the war front. But, (and the reservatlon xs a blg "but" ), 
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~¢hzle the arena of control wml! shmft from the halls of parlma- 
mentary congress to the off race of an ac~nmnmstrator~ that admmnm- 
s%rator end those dmctatorlal po~vers wmll be no less under the 
oontrol of publmc opmnmon mn thms democracy and no less subject 
to the vagarmes of polltmcal pressure th~n they ~ere zn Congress. 
If there ~s any doubt of thins, let us rec~ 1 that dur±ng the 
~orld bar, desplte the unanimity of publmc opmnmon about the need 
for successful prosecutmon of the war, aespmte, and let's not kind 
ourselves, the actual d~ctatormal control which was mn the hands 
of Umlson and exercmsed by hms appomntees, when the s~tches mn 
the razlroad yards froze in December 1917, not only was the war 
dmctator subject to pol~tmcal ~d ed~tormal heat remorselessly 
focused on h~a, but even hms own Democratmc chamrman of the Senate 
Con~m~ttee on ~!lmtary Affamrs mn a speech before the Natmonal Se- 
curmty League delcared that, "The ~ulmtary establmshment of Amermca 
hss fallen d~a. There ms no use to be optmmmstmc about a th~ng 
thst doesn't exmst. Ib hss almost stopped functlonmng because of 
• neff~cmency mn every bureau and mn every department of the Govern- 
ment of the Unmted States." And Theodore Roosevelt then led the 
audmence ~s unrestramned sheering after that vocal bur~al of the 
possmbmlmtmes of Amermcau success mn the war. 

I raentlon thins not as crmt±cmsm of the crltlclsm whlch ex- 
rested but as proof that under our form of government no matter how 
one-man the control, how drastmc the regulatlon, the concess±ons 
vhlch will be compelled from the varlous se~aents of our economlc 
soclety must be bought. Thus, If labor, to return to my thought, 
is to agree to absolute non-stoppage of essentlal productlve ac- 
tlvmty, it v~ll demand, and must recemve, the followlng assurances 
(!) That industry w~ll not be pernutted to profmteer at the cost 
of the c~vlllan populatlon - and th!s means war proflts control 
over industry~ (2) That Industry will not be pel~nmtted unreason- 
ably to ~ncrease the cost of l±v~ng beyond labor's abmllty to pay- 
and thins means price control~ and (3) That labor ,all have the 
opportunity to earn ~ts Dust share of any legitimate profits whlch 
war brmngs to mndustry- and th~s means the coutmnuance of the 
rmght to collectmve bargs~nmng and the assz~auce that the legmt~mate 
demands requested mn collectmve bargamnmng wmll be forced by the 
Government if the freedom to strmke no longer exmsts. 

Now we begln to see the interrelablonshlp between the segments 
of our econo1~c SOCletyo If labor is to pay its pr!ce, it demands 
~ree guarantees whlch in turn are prlces to be pald by Industry, 
trill Industry pay these prlces ~ ~r111 it submlt to proflt control, 
prlce control and collectlve bargaln~ng~ The ans~ver here agaln ms 
"yes" mf it in turn is guaranteed a number of throngs: (1) That 
labor wmll not be permmtted arbmtrarlly or unreasonably to m~ 
demands for wage increases whmch have no relatlonsh±p to the proflts 
of industry or the cost of llvmng~ (2) That labor will not be per- 
mltted under any clrcumstances to stop productmon in essentlal 
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enterpr~se~ (~) That ~ndustry ~z~ll be assured adequate po~er, 
lhel, labor an4 the necessary raw materials v~ch go ~nto the 
oonstruct~on of an essential commodity; (1) That any war profits 
taxation w~ll not only leave bus~ness ~th a profit but leave ~t 
w~th a cushion on ~ch to fall during the posb-war reaaoustment~ 
(5) That ~t w~ll be provided v~th the necessary labor, skilled 
and unskilled, despzte protectzw mob~l~zataon~ aud that ~t ~;~ll 
be able to retain those of ~ts key men who are vztally necessary 
to ~ts act~v~ty~ (6) That the determination of ~at ~s essential 
enterprise and what ~s not essential ~n t~me of ~ar w~ll be rea- 
sonable, and (7) that ~t be ~nformed promptly of the v~ys ~n 
which bus~ness can best adDust ~tself and alter ~ts activity ~n 
order to avoid war-t~me discont~nuauce and the resultant zmposs~- 
b~l~ty of peace-t~me resumption. 

~nat ~v~ll be considered an essential or non-essential enter- 
pr~se ~ To ~hat extent ~s pre-war thought being g~ven to th~s most 
vital of all questions to Edu~try ~ Here more than an~n,~here else 
• ndustry needs the assurance that the determination w~ll not be 
arbitrary or capricious. One amusing ~nstance ~s related. D~a~ng 
the World Uar when a l~st was compiled of non-essential cotton 
manufactures the administrative officer ~n charge came to corset 
laces and ~n d~spos~ng of that problem, commented" "Corset laces 
are certainly not essential. They can just as well wear them 
~w~thout any tr~mmEg." 

The control of prlces is perhaps the keystone upon v&ich 
the entlre Industrlal moblllz at% on effort must rest. ~Vltl~out the 
~ntrol of prlces ~e mlght Dust as well forget the control of labor. 
~ithout the control of labor, the control of industrlal productlon 
starts off not only lame but ~th a crutch broken. As ye ~ there 
is no uns~imlty of oplnlon as to vrhat the method for p~ice control 
should be. I share the oplnlon of a number of the offlcers here 

th ~om I have spoken, contrary to the price control philoso- 
phy elucidated by Y~. Baruch, that an attempt to control all 
prices ~s not only uneconomic and undesirable but ~mposs~ble. The 
mechanics, the administration, the pol~c~ng~ the enforcement, the 
constant superv~szon Evolved ~n the control of all prices ~s 
beyond the grasp of any one man's ~mag~nat~on, even Hugh Johnson's. 

More Lmportant, the war effort does not rest or depend upon 
all prlces. It does depend vlta!ly upon a few baslc costs. Those 
who would Ikx all prlces would set a celllng determlned by the 
average price for a per!od of years prlor to the outbreak of the 
war. A prlce structure so f~ed ~rould f!nd It dlfflcult to ~Ith- 
stand three months of war cond~tlons ~thout crackln~ ~n a dozen 
places. If proof is needed of thls, examlne the prlce structure 
and change ~n the three months after the beg~ing of the ~orld 
Uar compared to the three years prior and see ~f you can flnd any 
conslstent pattern appllcable to all prlces which demonstreted any 
unlformlty for thlrty days after the ~orld }~ar~ let alone nlnety° 
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A more reasonable approach and one more capable of success- 
ful accompLshment ~s a plan ~vhmch ~voula enable a prince control 
commzssmon to fmx and supervlse the princes of the baszc commodm- 
trees whmch are essentmal mn ~ndustrmal ~anufacture, as ~ell as the 
basmc costs of goods s~d services wh] ch o~o mnto the elementary 
constructmon of the cost of lmvmng, Fmx these~ the basmc com- 
modmtmes for mndustrmal manufacture and the basmc components of 
the cost of lmving~ and the rest of the princes ~vmll sdDust tl~em- 
selves, It ~s %~ae that luxury princes, mf uncontrolled, v~ll 
shoot sky-hmgh even though non-essentmal mn war trams° There ms 
lmttle sound ob3ectmon to th±s mn face of the f~ct that the sub- 
s ~antmal portmon of the profmts of the luxury manufacturers, 
d~ strmbutors and sellers ~v~ll be recovered mn war tss4atmon. ~ar 
prof±ts~ even unreasonable prof~ts~ are not necessarmly undeszr~ 
able ~n t~,~e of war so long as a substantmal portmon of them v~ll 
be recovered by taxes and so long as themr e~stence mn the first 
place does no harm to the c~vmlman populatmon. Zncourage the 
spendmng of money ~n ~ar t~ae~ even for nonsense. Don't bucl~e 
mt up, unless there m~ the slmghtest mnjury to the government, the 
war effort~ or the cmv~lmsm populatmon. 

Untll the Prlce Control Con~sslon can functlon I belleve 
there is an excellent posslb111ty that the Federal Trade Com- 
mmsslon can serve as a stop-gap agency. The Lea-Lheeler amendment 
to the Federal Trade Co~Lusslon Act enacted less than a ~ar ago~ 
1938~ has glven the Federal Trade Co~m~ss!on po~r ~vhmch, I am 
sare, the F.T.C. Itself does not entlrely apprec]ste, Until that 
amendment was passed, the F.T.C. could not act in any complalnt 
unless an mn3ury to a compst!tor had been alleged and proved. 
In the absence of any mn3ury to competltmon or v~]ere all compe- 
tmtlon uulformly acted uufalrly~ ~he F.T.C. ~vas powerless. Now~ 
however, the Federal Traoe Conwmsslon has the po~er to issue com- 
plalnts agaznst any concern engaged mna practlce ~hmch ms unfamr 
to the consmmer~ ~hether or not competmtmo~ ms tonsured. Food and 
lmvmng cost profmteer~ug mn war ms ob~ectmouable largely because 
mt ~s unfamr to the consumer. The F.T.C. could thus step m~ mn 
every case where the prince has no re!atmonshmp to the component 
costs, to the ab~lmty to pay~ or to the prevmous prince of that 
commodity mn peace trams. I belmeve bhat zn wsr tmme tho courts, 
wmll sustamn thins posmtmon. But mf the courts do not, by that 
tmme the Price Control Conm~ss~on v~ll be ready to z~nct~on. 

I mentlon the FedersA Trade Co~m.umssmon because I be!mere fur- 
ther that mt ~s ~mportsnt for the Con~sslon today to begmn a 
really thorough study of %~e bsslc prlces in the Unlted Statesj a 
study wmthout whldl the Prmce Control Con~sslon v~ll not be able 
to functlon regardless of rots legzslotlve autho~mty. 

In the course of such study both the Contrmbutory Dlvlsmon 
and the Federal Trade Commmsslon should g!ve some sttentmon to the 
effect of the State Famr Trade Lmvs durmng ~ar tlme. The State 
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Famr Trade Laws today permmt a manufacturer of any trade m~rked 
or standard brand merchandm6e to f~x any pxmce for bins con~nogmty. 
Once fLxed, no retaLler or dmstr~butor of that conm~odmty mey sell 
that artmcle below the fmxed prince. That Fair Trade structure ~n 
• nterstate con~ erce ms made possible by a law passed two years ago, 
the Hmller-Tydmngs Act, a Federal statute~ ~hmch provmdes that 
any prmce fzx~ng agreement entered znto unde. the State Famr Trade 
laws does not wolate the ant~-trusb laws of the Federa] Govern. 
ment~ regardless of their state shmpment, In the absence of price 
control mn tmme of war th~s legz~latmon gives the producer the 
opportunmty to establish profiteer prince levels ~,A~mch even normal 
competmt~on between the dlstr~butors cam~ot destroy. The Federal 
Trade Corniness!on ~s already v~olently opposed to the laws. Per- 
haps that opposition can be galvau~zed mnto action ~f the vmr-t~me 
effect ~s cons±tiered, 

One of the price evils wk%ch must be ~mSched closely, mid 
whmch I believe ~s belng watched closely~ Is one vh!ch caused 
cons~deral-ie @~sttu~bance du~ng the last v~ar, The Unlted States 
found ~tse ~ f ~n 5he sno,ualous pos~tlon of advanc/~ng loans to the 
All~es ~p co~gr 5o cover thelr purchases !n the Unlted States, 
"~ith thes( loaned funds the A!13es successfuDly competed in the 
American ~ a~ ° t~ 3ldclng oga~nst the United States for mat~rlal 
of ~h~.h obese % cs ~,o% enouTh to supply the needs of both, Not 
only ~¢er ~ c m rec4s of ohe Covernn~nt interfered w~th but the 
!nter.-go ~e£r 79~.% conkoe u] ~±or ~0se~f lnczeased the cost of llv~ng~ 
lowered real " ~ Z ~  ard ~ras one o± the most ~mportant of the con- 
tr~butmng a2b~s 3o ~orla ~ar labor trouble. 

Now to d±sct ~s %he oecond co~trlbu+ory factor - labor, Let 
us tr 2 cs ce~,~rl .... ly as Oo~sJ~le to f~ee ourselves from the at- 
mosph(~rc ~, oha~ge ~ :  < o~+er-charge, emobmon end crmtmcmsm ~hmch 
has c]o~ ~o~ ÷~tl9 a~b~ev ~,~0h~n the lest ~hree years. The law now 
on the ~e& r-~± s~'~itc boc~ ~, th. [~t~onal Labor Refections Act~ 
can in ~ 7 ~- )± J¢l ]J~ per~mt~e~ to fe~amn .n substanbmal effect 
~thouo ~ 7~ se~ ~ov~ ~aTage to the co~t.ol of labor, As a matter 
of fe~t~ '~y ~b~ ~ ~e of ~,o aScmt~onaj s~at~te ao_~ by slmght amend- 
ment ot the '~oL~f, ~ st~c1~ ~s Luring an employer the rmzht to 
request b~e ~oar ~,~ Ip%e~r~n~:on~ the law can so:re one of the 
func~on~ 2rev~ou~Iz o~l~_~eJ, Let us f±rsb ~ecozn~ze that ~th~n 
the last 50 veals -obese nave been close to a dozen oreszdentxal 
labor lnvcsbzgatsu o co~=u~ssmons aooolnteJ by born Domocratmc and 
RepubTmc mnct~nbents in the bbmte Douse ~d m_~ Congress. These 
commmss~ons have reachec~ one unmfou~ cone]us±on- the economic and 
Natmonal desmrabmlmty o~ colle ~ b~ ~ e ba~ gsm~±n{. ~e existence of 
uncontested collective bargamnmng and almost s complete closed- 
shop zn Englaud today ms not notmceably mnpedzn~ the rearmament 
program~ If the problem ms analyzed~ i am certamn that ~t w~ll 
be found that the war dmffmcu!ty stems from the threat of str~ke 
rather than from the exmstonce of collectmve bargaLumng. The 
National Labor Relations .,~ct does lzttle here than protect that 
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rmgh5 and prevent employers from usmng 8 number of standard 
methods whmch have the effect of obst~-actmng labor's e~ercmse of 
that prmvmlege. Let us see whether or not that rmght cannot con- 
t~nue and serve a useful! function whmle the cotmtr~'s oroauctmon 
from mndustry ms assured. I belmeve that mt ms polmtmcally ram- 
possible to enact a statute to en@ the r~ght to str] ke during 
war. But I do belmeve that mt ms possmble to enact a coll~teral 
statute to the Nstmonal Labor Relatmons ~ct ~hmch vmll, mn effect, 
tonsure that there ~ll be no str~kes mn es~ent~o& ~ndustr~es 
after ~-Day. 

Follo~ng the pattern of the present Rs]l~vay Labor Act i 
belmeve a statute should be enacted, f or eraergeucy duratmon only, 
provldlng a defmnmte grlewnce procedure in all essentlal mndus- 
trmes before the rl<bt to strlke can be exerclsed. No one, nemther 
the railroads, labor~ nor the public, ob3ect~ to thls procedure In 
the ramlroad industry today, The reason for thls lack of objectmon 
ms that the publlc mlnd cannot concemve of the natmon's tramper- 
tat!on arb!trarlly stopped as a result of the ~mm of e~ther party. 
That natmonal consclenco, however, ms not dmsturbed if the auto- 
mobmle Industry were stopped todsy, regardless of the cause. But 
mn t~ae of ~ar every essential mn~ustry ~mll become as vltal to 
the nahlons, mrs belmefs, its hopes, mrs desmre for vmctory, as 
ms the ral3road mndustry today. Under the Ramlway Labor Act, and 
under the propose6 ~{ar Emergency Labor Act for el] essentmal mn- 
dustry, the employers subject to Its provmslons would be placed 
under a duty to make every reasonable effort to enter into and 
mamntamn collectlve agreements wroth themr saployees and to settle 
d~sputes arising under those agreements as e~ped~t~ous!y as 
posszble. ]~en an employee or group of employees have prmvately 
attempted to s4just a grmevance ~th the employer end feel that 
they have exhausted the possmbml~t~es of settlmng the dmspute# 
hhey may petztmon the proposed Nst~onal Labor Adjustment Board to 
ad3ust the d~fferences mnvolve4. If tha~ Boara famls to reach a 
decmsmon, mt +ben has the po~er to appomnt a referee. 

Any awards made by the Board or mrs referee would be fmnal and 
bmndmng upon both part!es and enforceable by the Unmted States Dls- 
trmct Courts. 

The Board would have the rlght to medlate mn any labor dls- 
pure where Its servloes are requested and the labor d!spute con- 
cerns changes In rates of pay~ rulesj or worklng condltmons whlch 
have not been adjusted by the partles to the dlspute. If the 
medlatory efforts of the Board are unsuccessfulj the Board is re- 
qu!red to induce the partles to ~rbltrate. If elther party refuses 
to arbltratej the Board then notlfles both partmes that i%s medla- 
tory efforts have been unmlccessful and for 30 days thereafter no 
change may be made by elther party In the rates of pay~ rules, 
worklng condmtmons or establlshed practlces in effect prlor to the 
tmme when the dmspute arose. 



Once an arbmtratmon award ms made~ the award ms absolutely 
and f~nally conclusmve. There ms~ hovfever, an appeal from such 
arbmtratmon for the follo~w!ng bh~ee reasons 

1. That the award pr~zmarmly does not confon~ to the re- 
quirements la~d down by the Act or the proceedmng ~ required by 
the ~ct~ 

2. That the award does not conform to or CO~tfLue mtself to 
the dm spute 

~. That a memoer of the Board of irbmtratzon wss gumlty of 
frsud or corruption. 

If a dmspute fam!s of ad3ustment and ~e4mst!on anc[ arbitra- 
te_on, and, mn the judgment o! the I~ edmatmon Doard~ ms of such 
• mportance as to threaten substantmally to ranter fete ~th mnter- 
fere wroth mnterstate com~erce~ the }edlatmon Board norm frees the 
Presmdent of the facts. The Pres±dent may then appomnt a Board to 
mnvestmgate and report the facts of the dmspute to hmm. After 
the creatmon of the Pres±dentmal Board and for 30 dsys following 
the recempt by the Presmdent of the Board,s report, nemther party 
to the dmspute has the rmght to change 5ne condmtmons out of ~zhmch 
the d~spute arose. 

No section of the Railway Labor Act outla~vs the rlght of em- 
ployees to strlke. The Act provldes that employees are free to 
qult thelr work and that no court may !ssue any process to compel 
the performance of sn indmwdual employee of any labor or servlce 
wmthout the employee' s consent. But in a very real sense the rlght 
to strlke is abridged by the Act an the llght of the comollcated 
and lengthy proceedlngs whmch are provmded by It. Thus, suppose 
a dlspute arlses over some questmon concernmng the employees' 
rates of pay. The partmes in prlvate conferences fail to agree. 
They may then appeal to the Natlonal Railroad Adjustment Board, or 
the National 1~edlatlon Board steps in. Ifnen the i~atlonal ~ edma- 
tlon Board steps in and makes its a~vard the matter is concluded. 
If the Board falls to make am a~ard the partles to the dmspute aze 
prohlblted from p~oceedlng further for 30 days. Durlng that 30 days 
the I edmatlon Board, if ~he dmspute is sufflc!ently Import8mt, in- 
forms the Presldent who then appoT_nts a Board to invest!gate and 
durlng the perm~ when the Board is ~nvcstlgatlng and for 30 days 
thereafter the !~rtles agaln sre prevented from 1~kmng ~ny moves 
such as strlklng. If, on the other hand, the I ed~atlon Board suc- 
ceeds • n ~nducLug tne parties to arbitrate the d~st~ute whmch the 
~,ledmat~on Board cannot settle, the parties map- not do anything 
during the arbitration proceedmngs and are ~act~ce&ly at a stand- 
st~3_l ~f the arbitration award is appealed to the courts. 

As a result of thls compllcated procedure, at least 120 days 
must elapse after the cmmcencement of offlclal interventlon in a 
labor dlspute before employees ~vho are parties to the dlspute may 
change the sltuatlon by golng out on strlke. 120 days is a perlod 
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usually sufficiently long to cool hot heads and to m~ke adjustment 
of the d~spute more feasible, lf, however, heads are st~ll hot at 
the e~Lrat~on of that per~od the moral force of an adverse report 
by a pressdent~ally appointed ~nvest~gat~ng board v~uld be so great 
as to render any ~tr~ke wrtually ~mposs~ble ~f ~ndertaken by a 
p~rty who ~s found by the President's Bo~rd to have acted ~Tongly 
~n the d~spute. 

Here ~swhere the National Labor ~elat~ons Board cor~es ~n. 
Thls procedure previously outlined wh~ch~ ~n effect, prevents str~ke 
an essential ~ndustr~es would not affect other ~ndustr~es. Other 
• n~nstr~es would stall come under the sur~sd~ct~on of the National 
Labor Ralat~ons Board as they do today. Employees ~n such ~ndus- 
trles would st~ll be free to str~ke as they are today. These are 
normal ~mped~ments, perhaps doubly valuable ~nwar t~me, when they 
affect non-essential ~ndustr~es only. These are the controls ~ch 
w~ll prevent pr~ces an non-essential ~ndustr~es from fly~ng sky- 
h~ghv~thout the existence of actual Government control or regmla- 
t~on. In add~t~on~ ~n essential ~ndustr~es ~f labor has an effect 
lost ~ts r~ght to str~ke ~t must have some vmy of assurlng ~tself 
a 3ust port~on of any of the war profits made by~ndu~try. That 
• s the function of collective barga~n~ng~ even ~f the r~ght to 
str~ke cannot enforce ~t. And ~nthe absence of the r~ght to 
str~ke, ~t wall be the duty of the Government to assure labor ~n 
essential ~ndustry thas 3ust d~str~but~on. 

These are the crltlcal problems as I see them in the control 
of the Nataon's resources in tlme of war, crltlcal not only be- 
cause of thelr complexzty but because they Involve human emotlons 
and publlc oplnlon. These latter factors mean that no matter what 
leglslatlve au~horlSy is secured in the early days of the war, the 
segments of publlc opln~on involved must be prepared to expect the 
adsustments before that tlme. Labor must know Its responslbllltles 
and its guarantees. Industry must kn~ ~ts profits and ~ts ~nh~- 
b~tions. And~ above these~ Government must know that ~t v~ll re- 
ceive, w~th maximum eflkc~ency and m~nLmum cost, the ~ach~nery of 
war. 

One of the important problems in the makeshlft ~ndustrlal 
moblllzatlon whlch was p~eced together durlng the ~rorld War arose 
from the fact that Amerlcan Industry, as a result of the antl-trust 
laws, had not been able to participate Lu open and frank Industrlal 
organlzatlon. The absence of such organlzatlon made~t dlff~cult 
for emergency agencles to wow any industry as a whole. To a cer- 
taln extent th!s has been remedled s~nce the ~orld ~r by a lessen- 
ing of Influence of the ant~-trust laws and the increased importan~ 
of trade assoclations, 

An even more dramatic step ~n thls d~rectlon~ however, arose 
from the in@astrlal cooperat!on compelled by the N.R.A° As a matte 
of cold fact, it lS one whlchhas prepared industry forwarpartl- 
clpatlon. Industrlal moblllzatlon is planned economy-planned 
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economy for a specmfmc purpose s but planned nevertheless. That 
expermment~ the Ne~ Deal~ even where mt has famled, has resulted 
mn lnform~tmon~ sdmmnmstratmve organmzatzon s and stat~stmcs ~]mch 
are mnvaluable to ~ndustrmal moomlmzatmon. To mention but a ~e~- 
and here may I attmupt a brief mnd~catmon of h~ exmstmng busm- 
ness reguls~on can be converted ~nbo war-t~ue usefulness. Th~s, 
unfortunately, ms mn mtself a ~ubject for more than one entmre 
talk. I recognmze that the brief stat~ents I ~ll ~mke ~mll be 
sketchy and bemng sketchy ~ay sotmd in some mnstances zmpractmcal. 

The Nstmonal Labor Relatmons Act has already beaa dmscussed 
as a vehmcle mn the event of war. 

The Wage and Hour Act provmdes a formula which, zf necessa~Ts 
can apply the pr~nczple of maximum ~ges as ~vall as at present ~t 
applzes the prznc~ple of mzn~mmu ~wages, In addition s under the 
Wage and Hour Lair employers must already have buzlb u~ records 
avazlable to the Government whzch clearly demonstrate who are the 
executive and admznzstratzve employees mudmspensable to the orderly 
oparat~on of the enterprzse, 

Under the %~alsh-Healey Act~ the law mn peace tmme has mnjected 
the prmnc~ple t~at a manufacturer supplymng the Government must 
comply ~th certain cond~tzons. Emergency amendments durmng war 
tmme can, through the medzum of the present statute~ ~mpose any 
necessary wage, ~vorkmng condTtmons, profmt restr~ctzons s operatmon 
regulatzons setc. s deemed advmsable mn the case of any manufac- 
turer supplymng the Govermaent. 

The extenslon of the Federal Trade Con~mmsslon ~ct has also 
been dmscussed as a vehlcle for el~mmnat!ng any practlce !n t~me 
of ~ar in the course of seellng s advertlslng, dmst~ibutlon or 
comgetltlon whmch Is unfalr or unwlse elther to the pub] ic or the 
Government. Llbtle publlclty l~s been glven the voluntary trade 
practlce sgreement program of the Federal Trade Co~m~sslon. Dcsplte 
the exmstence of the antl-trust lairs, wlth~n the last few yea~s in- 
dustry after industry has been encouraged to enter into voluntary 
trade practlce agreements, blessed by the Federal Trade Commmsslonj 
fmxmng the practlces v~mch are famr and um~amr mn each mndustry. 
The "chmseler" mn tmme of war ] s an even greater menace than he ms 
durmng peace t~ae. Here is the vehmcle for hms control ~,mthout 
an addmt~onal leglslatmve grant. 

The Roblnson-Patman Act s 9reventlng any manufacturer or seller 
from g~vmng dmscrmmmnatory ~rlces to favorlte buyers Is a vehicle 
whlch s whmle not necessary In tmue of war s may be extremely useful 
!n malnta!nlng the economic status quo. War contracts and 1~rlorl- 
tles available to a f~ will orgy tend further to st~imlate the 
grov~h of trade monopoly and impose upon a great bulk of our busl- 
ness communlty competltlve pressure whmch they wmll llnd dmfflcult 
to w~thstand. The Robmnson-Patman Act glves some assurance that 
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at least ~n normal competmtmon the favored few wmll no5 be able 
further to lessen the dmstance between themr competitors' backs 
and the wall. 

I was mnterested ~n the course of the conm~ztbee dmscuss~on 
th~s mornmng to hear the questmon of taxatmon rsmsed ~nd~rectly 
several tzmes. I was znterested and dmsappo~nted that the ques- 
tmon was shunted off, that the problem of war-t~me f~nance ~s con- 
s~dered separately from war-t~me taxation. Perhaps it ~s because 
so great a part of my t~me ms concerned w~th the problem of taxa- 
tion that I am particularly conscious of what appears to be astig- 
matism on the part of the Plannmng Branch mn one dmrect~on~ v~r 
taxation. It seems almost ~nconce~vable to me that ~n planning 
for an adequate supply of labor, an adequate supply o~ con~,od~tmes, 
an adequate production of matermals, that there msn't an equal 
amount of pre-v~r enero~y devoted to plannzn L ±or an adequate supply 
of capmtal. %;ar cannot be fought wm5hout men or mun~tzons~ but 
nezther can ~t be fought w~thout money. The ~[orld %~ar ta~ ght the 
lesson that zt ~s ~mposs~ble scmentxf~cally and vathout ~mste to 
secure men and raunmtmons by the use of devmces created mn the heat 
of conflmct and mn an atmosphere of turmoil, But that same war 
also taught the same lessons concerning taxatzon. ConL~ess spent 
s~x months wranglmng over the 1917 war profmts tax wroth no nore 
~dea of how much that act would 2roduce~ or what the effects would 
be upon buszness, than we today have as to vhen the next vmr may 
break. 

An excellent statement of the problems Involved in war taxa- 
tlon can be found In Professor Paxson,s volume ,'Amerlca At ~r~ar"~ 
in whlch he analyzes the functlon~ng of our democracy during the 
last war. ~rofessor Paxson says 

"Wars can be fought only wlth goods o~ hand or ~th 
goods rmanufactured while the war Is waged. The econom!c 
strength that backs armmes and produces the slnews of war 
is an ~utang!ble exmstlng at the Foment of any declaratlon~ 
and Is certaln to be depleted if ~mr Is prolonged toward 
the moment of exhaust!on, The flscal bookkeeping v£aereby 
the ownershlp of thls economic strength is transferred from 
the cltlzen to the nat~on becomes a n~tter of publlc pollcyo 
It may make the rlch rlcher and the poor poorer~ or it may 
wlpe out the rlch to the. dlsadvantage of the poor. No 
flscal system is soa~ in the long runj unless it leaves 
the taxpayer who has pald hls tax in a pos~tlon in whmch 
he may hope to earn enough to pay 2nother tax next year. 
Single cropp!ng~ too long mndulged in, bankrupts the f~r- 
mer~ unsound taxatlon defeats ~ts o~rn intent oy destroymng 
the very base upon whlch it is levled. 'The power to tax' 
is indeed fthe power to destroy'. 
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"If perfect fzscal wmsdom were procurable mt mmght 
concemvably spread the whole profmt and loss of war upou 
the whole populatmon~ mn precmse proportmon to the s~- 
fermng and advantage of eve~ mndmvmdual and every group. 
But mf there were perfect v~sdom mn control of gove~n- 
ments~ there }~uld be no ~r. In an n~perfect world, 
however~ the mmperatmve need to spend, drmven by fear o~ 
defeat, compels a fmscal polmcy based more upon the ~,~- 
medmate productmveness of measures thau upon themr ultra- 
mate v~sdom. There ms sone small chauce of correctmng 
the mn3ustmces of war flnance by subsequent taxatmon, 
whereby unwarrantable profmts are recaptured by the 
natmon~ but the chance ms weakened by the slight polmtm- 
cal mob~lmty of the small cmtmzens who pay the taxes and 
the extreme agmlmty of accumulated wealth. There cannot 
be great accuracy mn any laws passed under pressure. There 
has been no war mn whmch the suffering was ended at the 
peace." 

Obvlously~ nelther The Army Industrmal College nor the Cfiflce 
of The Assmstant Secretary of I vat can formulate polmc!es of taxa- 
tmon, but nemther can they for~ulate price polmcles. In the latter 
case~ the asslstance of ~he Federsl Trade Con~ssmon and other 
agencles v~ll oe requested and !n the former~ the Treasury Depart- 
ment ms well equmpped to tackle the job. But the stmmulus and the 
elucmdatmon of the needs must be ormglnated herej and the ~re-war 
need for these flscal plans ms as great as ior the plannlng for 
any of the other factors mnvolved mn maklng the rcaxmmum use ol the 
natmon' s resources. 

One need only recall two of the b111s proposed ~t thins last 
sesslon of Congress, one partlcularly, the Done wsr proflts tax. 
That bmll was thrown mnto the Congresslonal hopper ~th the prlnted 
support of flfty Senators, more than enough for automatmc passage 
in the Senate. That bl]D would in certa!n cases result !n ~ore 
Federal and state !ncome tax, to say nothmng o± other taxes~ than 
the total income of the indmvldual ta~ed. But that doesn't inter- 
est me as much as the fact that an enterprlslng newspaper the day 
after the bmll was mntroduced interv~ewed the fmfty Senators and 
asked each one several elementary questmons concerning the bmll. 
The mntervmew mllustrated that approximately fmve of the fmfty 
had read the bill. The other £orty-fmve a~mmtted they hadn't read 
the bill but approved mrs polmcles. I ment!on that for t~ reasons, 
and !n k111mng these two blrds wlth my last stonej prepare for the 
onslaught of your questmons. Those two bmrds - one of then ms 
General Johnson and the other ms the problem of war tsxatmon. Un- 
fortunately I read General Johnson's column yesterday for the fmrst 
tlme. ~Imth the preparatlon of th~s book I haven't had an opportun- 
mty to read any collateral matermal for the last slx weeks. Wroth 
the book fmnmshed and mn the course of my preparlng these renmrks 
yesterday, I got a copy of General Johuson's artlcle, whlch you 
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probably have read. I was interested to learn for the fmrst tmme, 
perhaps fortunately after I had accepted the Inv~tatlon to address 
thls group, that thls tralnlng course "consists in a few months' 
get-rlch-qulck course !n the mechanlcs of industry glven to sol- 
dlers zn the ~ar Department." I have never been one personally to 
shy away from a get-rlch-qulck course. But, unfortunately, the 
llttle research I have done and the lectures at The Army Industrial 
College for the last three years that I have read and reread, and 
my knowledge of the act!v~tles of the Planning Branch lead me to 
belleve General Johnson's concluslon !s not ent~_rely correct. 
General Johnson states thst "the most pathetic spectacle ~n bus~- 
ness llfe Is an Army offlcer resigning to go into industry, i 
know 3ust how sad It is because I did it and I have observed others 
who dld it. It took me seven buffeted years to begln to suspect 
what it was all about." But apparently thas nalve belated con- 
fesslon dld not make hlm hesitate to accept the post of head of 
the N.R.A. several years ago when, as an Army officer he d~rected 
the economlc actlv~tles of the entire ~atlon in one agency, and 
most frequently under one mano I don't justify hls actlvlty then 
any more than I would 3ust~fy the facts Johnson outlines ~f they 
were true. But my understanding of the actsv~ty here ~s that 
these men are not going to d~rect Industry, If General Johnson 
had attended any lecture at The Army Industrial College for the 
last ten years I am sure he could have found that out for hznself. 
The officers ~n the Plann~ng Brauch, ~t ~s my understandlng~ are 
not goLug to d~rect industry. But sa~eone must formulate the plans 
and place them and the direction ~n the hands of the ~ndustr~al 
executives competent to d~rect ~ndustry, If thls group ~s any 
less competent to create those plans than Ikfty Senators, forty- 
five of whom have not read the b~ll v~ch would create an entire 
system of taxation for war-tlme purposes, - ~f th~s group ~s less 
careful than that body, all of my remarks have been n~sd~rected, 
and I am certs~n they have not been. I take th~s opportunlty to 
conn~ent on General Jcl~son's column because I feel that the act&- 
v~ty here ~ust~ as ! have stated ~everal t~nes ] ~ the course of 
my rem~rks~ go ahead v~th a completeness and a d~ ectness that 
perhaps ~n some channels has not yet been attained, no punches 
pulled, no problems shelved. The reason Imake that request is 
because my contact w~th Industry leads me to bel~-eve that any prob- 
lems not solved now, hcre~ but solved elsewhere ~n t~me of war w]_ll 
be at the e~0ense of ~ndustry. 

I appreclate two thlngs, in c!oslng. I appreclate the oppor- 
tunlty whlch has been glven me to meet many of the offlcers in the 
Offlce of The Assistant Secretary of War. I apl~rec~ate even more 
the c coperatlon whlch has been extended to me ~thout llmlt, wlth- 
out reserve, by everyone whom I have had the occas!on to ask for 
that ccoperatlon In the course of preparlng the volume, "Adjustlng 
Your Bus~ness to War., I hope~ in closlng, that it Is of same 
value to you. 

AIC 26O (6/12/ 9) 
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Dzscusszon followzr~ lecture by 
Mr. Leo M Cherne 

Executlve Secretary, Tax Research Instltute of Amerzca 

May 17, 1939 

Q Mr. Cherne, I have been fascl#~.ted by tlu s address of yours, 

and while I was readlng Mr. Baruch w s proposal for freezlng prlces I was 

fasclnated by that also. So I expect I belong to the group of people 

that don I t understand all that I know, and I am golng to ask you If you 

would mlnd elsboratlng a llttle on the d~fflcultles of applylng a maxnn~ 

or s celllng to prlces as suggested by ~ Baruch I hsd In mlnd, in 

readlng that, that it was somewhat slmllar and its admlnzstratlon mlght 

be somewhat slmllar to that of spplylng a max~am scale of wages, and I 

wo~id l!ke, and I belleve mt would be very mnformatlve, to all of us zf 

you can allay ~ny fasc~-natmon wlth Mr. Baruch'~ proposal. 

A I will see ~@nethar I can clearly and brlefly indlcate the reason 

for my lack of fasc!natlon I brought out mn the course of my dlscusslon that 

the mnterrelatmon between labor, capltal, princes, and Government needs Is 

so close and so complete that the control of any one of those must of 

necess!ty involve an equal control of the other, whlch means that !f we 

are to control all prlces we must control or flx a cellzng over all wages. 

If you fmx a celllng over prlces and wages there !s no loglc whlch would 

prevent you from fmxlng a celllng over the amount of all prof!ts earned 

by mndustry. Perhaps mt ms a questlon of both phmlosophy and econom!cs. 

It Is possmble to flx the celllng levels of tl~se three if all three are 
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f i x e d  t h e y  can  work b e c a u s e  you hove t h e n  c o m p l e t e l y  s t o p p e d  t h e  worklr~fis 

of t he  economic  laws of demand and s u p p l y  You no l o n g e r  p e z m l t  them t o  

f u n c t i o n  sance  you  have  s t o p p e d  a l l  t h r e e  i n c e n t i v e s ,  b u t  t he  i n 6 u s t r l a l  

M o b i l i z a t i o n  P l a n ,  as  I know i t ,  does  n o t  c o n t e m p l a t e  a b s o l u t e  r l g a d  c o n t r o l  

ove r  a n d u s t r y .  I t  c o n t e m p l a t e s  o n l y  t h o s e  c m t r o l s  v ~ ! c h  a r e  a b s o l u t e l y  

n e c e s s a r y  f o r  t h e  c o n d u c t  o f  war .  I n d u s t r y  w l t l  s t i l l  be  f r e e  to  e a r n  

r e a s o n a b ! e  p r o f a t s ,  and  we don I t even  know what r e a s o n a b l e  p r o f i t s  a r e .  

We don' t contemplate and perhaps would be afraad of contemplatlng a rlgld 

ce1!ang over wages. If you can't control those two, you can't fax praces be- 

cause prlces are only the economac adentlfacatlon of the value of throngs 

based on the actlon of demand and supply accordarg to the condltaons at 

the tlme. Any Government control will l~,mmt demand and supoly, but It is 

absolutely znpossable to decade that a perlod of one year, two years, three 

years, or ten years before the war that an average of those can create a 

natlonal prace level whlch economlc condltmons durlng the war years wall 

permlt as the celhng prace level. 

The closlng of world trade, the absence of certsmn commodltles, the 

dlfflculty an the manufacture of certain fanmshed products because of those 

two lacks, and must mmmedaately result In an ancrease of prlces thst is 

not patternable or predhctab!e on the basas of one to ten years of pre-war 

experience. 

My objectaon essentmally as that you are freezlng more ths1~ can be 

frozen, and even af It could be frozen, freezang more than at ms possab!e 

of control. Prlce boot]e g, prace evaslon, the wallmngness of the clvalaan 

populataon to support your effort, will all fall wlth a frozen econ~ny. 
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A frozen economy, I may say, is totalltarlsn economy The totalltarlan 

economy has found It notably dlfflcult to get productlon Russla is 

havlng the darnedest job gettlng consumers' goods, desplte ~trlotl~m, 

despite controlled press, because the incentlves have been frozen. 

I thlnk you accompllsh the same thlng and a much more valuable thlrg 

for your war-tlme needs,we are talklng here not about the wlsdom of 

planned economy but war-tlme needs - If you flx those few baslc thlngs 

whlch ~v!ll control all others, the raw materlals in industrlal manu- 

facture and those few components, rent, clothlrg, food, whlch make up the 

cost of llvlng, then every clwllau ms automatlcally a pollcems~u over the 

prlce that he psys for those goods. Every manufacturer is automatlcslly 

a pollceman for the prlce he 1~ll pay for those necessary commodlt~es whlch 

go to hls constructlon. Your aclmlnlstrstlve problem, your economlc 

problem, your enforcement problem are slmple, and you accor~pllsh the ssme 

result, and even there I w~aldn' t suggest a flat prlce flxed. 

Q Mr Cherne, there appears not much dlfference between your baslc 

ideas and Mr. Baruch' s. He says the prlce of anythlng ms the prlce of 

everythlng, and he sets forth what he calls the essence of all power whlch 

ccnslsts of three thlngs, the power of comm~udeerlng~ the power of price 

control aria the power of prlorlty, and they are all, as I see it, in hls 

system integrated Now, you present many of the arguments agalnst hls 

theory of prlce celllng whlch he presents for ~t We won't go into that, 

but the question that I want to ask ~s th~s, whether you accept h~s theory 

of unmversal control over everyth~ug or not Can you tell me whether or 

not there ms anything, ~n you~ op~n~ou, which ~s ~mpract~cable abo~t usmng 
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the ce!llng method wlth reference to those thlngs whlch you recommend the 

contl ol of~ 

Now, In that connectlon I have In mlnd one thlng that ~@ Baruch ~ays, 

whlch Is very important, and that Is thls: If you start out in a war 

emergency to make a judaclal process, a study as to what the prlce is golng 

to be, before you arrlve at that determlnatlon those prlces va ll have gone 

up so hlgh that you w11] have a dlstortlon, and furthermore when announced 

they w~ll be obsolete or at least obsolescent. 

Now, you propose, and the Industrlal Moblllzatzon Plan proposes, usLng 

the celllng ~th reference to rents. Of course it !s clear that that 

ms more stable and probably the appllcstlon there is easler, but Is there 

anythlng from the economlc standpolnt that you see that is baslcally wrong 

about the appl!catlon of the prlce celllng in some degree? 

A I see nothlng baslcally wrong wlth the appl!catlon of the prlce 

celllng even completely, when its appllcatlon is restrlcted to those 

whlch absolutely need restrlctlon. When I say that I see noth!_~ baslcally 

wrong, actually there ~s someth!ng baslcally wrong in every type of re- 

stnctlon whlch prohlblts the normal functlon of our economlc laws. Vfnen 

I say wrong, it is wrong accordlng to the partlcular economlc polnt of 

vlew whlch I espouse under thls typ_e of economy, anythlng whlch interferes 

wlth that !s wrong but theze are certain xnterferences that are necessary. 

I feel that the tr~nxty that Mr. Baruch outlines ~s an accurate one, but 

I also feel that you would not recommend the use of pr~orlt~es over all 

~ndustry if ~t were not necessary, you wouldn't commandeer every plant, 

all equipment, unless mt were necessary. Now, if you are go~n~ to restra~q 
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the use of those two of the trlalty only to where It Is necessary, why 

flddle around wlth prlces that you are~ot anterested In. 

Q Would you take just a couple of mlnutes and tell us somethlng 

about the Tax Research Instltute? 

A I would be very happy to It wall take me very lat~le more than 

a few mlnutes to tell you about the Tax Research Instltute because Its 

hlstory is not a long one. The organlzataon was formed approxlmately four 

years ago by two men, Mr Hovgard and myself. It was formed at that tlme 

as ~ result of one convlctzon, the convactaon ~hlch ~ e stall adhere to, 

that modern leglslatlon and modern Governmentsl problems have ~oosed 

dmff!cultles, restrlctaons and znhlbataons and new demands ugon busaness 

whlch busaness has not been able to cope Frankly, as an attorney, I 

an fsmll!ar w!th the fact that the attorney as ~n msny anstances less 

capable of coplng wath those problems t~n the average bus!ness rnau. The 

multltude of new laws, the thousands of new reg~lataons, the complexlty 

of the slmplest of tax problems, and most importsn~ of all, the fact that 

the adjustments must be made by the executave h~nself in the co1~se of 

the every-day operstlon of hls business, at seemed to us, made it neces- 

sary to f~nd some formula which could qtuckly, accurately and s~nply 

present to buslness all of thls informataon, w~th the reco~nendstlons as 

to course of actaon. The Natlonsl Labor Relatlons Act says a man may 

not obstruct the raght to collectave bargalnlng, but can he do thls ar 

that? Can he post a notace on the bulletln board whlch infoz~ns hls 

~mployees that he has nothlng agalnst un!ons but they had better not jo~n? 

When and under v~t c~rcumstances can d~scounts be g~ven? Ho~ do you 

han~Ae a 8~scount chaseler who ~en he pays has b~ll after 120 d~ys deducts 
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2 percent for cash These and a thousand s.ua one other problems arlszng 

under the new laws are the reason for the fo~atlon of the Instltute. %re 

started at that t~me in one small room I mentloned to Colonel Miles that 

the room dzdn I t have qulte the exposure anct sunllght that h!s room b~s 

because our budget for rent at that tlme d!c~'t permzt the most favorable 

exposure 

We s t a r t e d  i n  the p r e p a r a t i o n  of  r e p o r t s  to  bus iness  men, wztn the 

hope of  s e l l i n g  severa l  thousand bus iness  men on the zdea of coopera t ing  

w i t h  us.  I n  the co~t~rse of  the f ou r  years  we have move@ to  a b e t t e r  exposure,  

we now h~ve fmve floors zn one bulldmng and two zn another. We h~ve what 

I bel!eve to be the best equlpped aria largest research orgs~zatzon z_~ the 

country In any prlvate znst&tutlon, and better, I belzeve, than In ~any 

Governmental instztutlons. 1*~en the Wage and Hour law was passed, we had 

three t~nes as many attorneys, accountants and Indus~rzahsts on the 

probl~s of the Wage and Hour law than the Wage ana Hour Dlvlslon had 

in 7{ashlngton to work for the entzre country. 

That, essentza]ly, ms the h±story of the !nstltute. Since that tlme 

our m~nbershlp mncludes over 25,000 of the natlon's buszness executzves, 

attorneys, accountants, social workers, labor unzons, an& more than two 

hundred members of Corgless themselves. A number of those Co#~ressman 

have told us that zt ms through our actzvlty thst they are eble to know 

what the laws mean that they are passlng. 

Q ~IIr. Cherne, you have brought out that one gentlemau who was very 

apt at wrltlng helps to mlslnform the pub!!c t~t the Industrlal Mob~llzatlon 

Plan contemplates exerclslng control over industry through the me~m&m of 

Army offzcers Would you have any suggestzons as to means of dmsspell~ng_ 

that mzsznformstzon? 
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A One of the reasons ~[r. Johnson permltted the verlous d~vlslons 

In h~s offlce to offer cooperatlon to me vras the be!lef that otu ~ organlza- 

tlon could do much toward dlsspel!zng much of the nonsense that has been 

prevalent about indu~trlal moblllzatzon, about The Army Industrlal College, 

and other vxtal phases of the work here. Our reports every two wee~s ~o 

to the most Lmportant segment in Amerlcan publlc opznlon, the vocal segment 

Our zeports reedlly clarzfy the e@ucatzonal orders, strategxc matezzals 

portzon of In@~strzal mobzlmzatlon, and our blg effort ~s the vol~m~e 

"Ad.justlng Your Buslness to War", whlch wzthln sixty days we ezpect to be 

zn the hands of 20,000 buslness organzzatzons zn the Unlted States. To 

assure thst, we have made provms!on to supply at our ovrn cost more than 8,000 

of those copmes to that number of otto o~n members wlthout any adaltzonal 

charge from them In addztzon, and I thlr~ thls may interest you, one 

nstmonal publzcatlon has already secured from us the rmght to dzgest thst 

volume in ~_ts June flrst zssue, "ken", a publlcatlon whlch can do much to 

controvert the nonsense that z~ dlsspelled, an~ perhaps more nmoortaut, the 

nsture of the puhllcatlon is such that they themselves mlght be impelled on 

occas,_on to indulge zn zmaglnatlve fantasies, ,and the placmng of thst 

accurate informatzon In thezr possesszon wz]l do some towa~°0 ehm~nstmng 

that posszbmhty, at least zn that darect~on. 

I thmnk more ~n~ortant than enytb_~ng that we can a o and the need I have 

felt throughout the entzze actzvmty h~re zs that your znformat~onal sezwce 

zs almost non-existent Unfortunately a tremendous bttrden today re~ts on 

the s~ulders of one or two mcn whom I h~ve found to be working day and 
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contactmng agencxes, contact!ng publlcatlons, glvmrg xntervlews, helplng 

people such as myself I came mn bhnd, and I am fortlmste that I have 

rece!ved the cooperatlon wh!ch I vouldn't if xt hadn't been for those few 

men, but you can't inform a country or dlsspell nonsense through the 

efforts of one, two or three men, and even wlth the effort~ of fLfty men 

I thlnk you need a plan, a publmc relatlons program. I thlnk 50,000 

tulles of alr fllght by ~!r Johnson Is valuable but doesn't scratch the 

surface, because wh!le he is cover!ng 50,000 m!les of alr travel exolalnlng 

industrlal moblhzatxon, one column by Hugh Johnson hxts three mud a half 

mllllon peoole, end those three and a half mlllmon oeople don' t attend 

mndustrlal conferences on Industrlal moblhTatlon. Unfortunately, I have 

glven you an answer whxch doesn't lay a plan and doesn' t solve the problem, 

but that's the best answer whxch I am capable of today. 

Colonel Miles Of course the one thlng that would prevent our 

undertakmng any such campalg~n of educatmon would be the fact that, whether 
d!sspelllr~ certamn uncertsln~ les 

it ms mncorrectly feared or not, in 4~-s~dwe mmght rsise others of 

greater slze In other words, the cotu~try ms very sensltlve, as we see xt, 

to ml] mtarmstlc effort, and perhaps in the long run the tl~th of what we 

are domug and the able assmstance whlch gentlemen hke yourself are gxwng, 

and the fact that many thousands of influential men throughout the countiD7 

no dlfferently ms perhaps better for our purposes than soy direct attack 

whmch we mlght make. I may be wrong about that, but looklng at the throng 

from the mnsmde as an Army offlcer and reahz~ng that if we loose pubhc 

opmmon we loose everythxng, that the gamble whlch we might take by havmng 

an IrLormatlonal serwce whlch would ramse ~nedlately the cry of bxas, 
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mlght be worse than remalnlng qulet about it 

Mr. Cherne If I may make one comment, Colonel Miles, I agree wlth 

you as to your interpretatlon of the Amerlcsn attltude and I also agree 

as to the probable lack of wisdom of approachlng that problem dzrectly 

through perhaps an informatlonal servlce, but I dzsagree in the hope, 

your expressed hope, that in thz s era of h!gh-power propaganda truth will 

ultzmately flnd Its way 

I was interested recently in seelng the ~&arch of Time of the Coast 

Guard It impressed me as I knew l!ttle of the Coast Guard at that time 

I think a szmllar March of Time of the actlvlty of thls port~on of our 

mllltary actlvlty would not only dramatlze the work you are doing but make 

It as ~nportant to the people In the country as it is and reallze it ~n its 

true perspectlve I thlnk that a news reel, just as my observatlons must 

of necesslty polnt out, that there are few places Where you will fznd more 

latent paclflsm, and I hope the term doesn't offend you, than I have found 

here in the War Department As a clv111an I normally assumed ths~ sznce 

It is the solcL~er's buslness to flght war he Is llcklng hls llps and rubblng 

hls hands together for M-day I thlnk it zmportant to brlng to the pubhc's 

attentlon what I found, that there Is llttle llcklng of llps and llttle 

rubbzng of hands about the zmmlnence of M-o~y. 

Colonel Miles Well, far be it from me to argue ~vzth you However, 

I thlnk we all want to thank Mr Cherne for this very flne talk an@ for 

hls fran~ess zn dealing wzth these questlons ~th whzch we deal wlth 

from day to day, and how any man other than a genlus could attaln hls 

present posltlon on thls sub3ect I donlt undezstand. 
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