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NATURAL INDUSTRIAL RECOVERY

MONDAY, MAY 22, 1933

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to call, at 10:15 o’clock, a.m., in
room 312, Senate Office Building, Senator Pat Harrison presiding.

Present: Senators Harrison (chairman), King, Barkley, Connally,
Gore, Bailey, Clark, McAdoo, Byrd, Lonergan, Couzens, Keyes,
La Follette, Metcalf. ,

The committee had under consideration S. 1712 and H.R. 5758,
bills to encourage national industrial recovery, to foster fair competi-
tion, and to provide for the construction of certain useful public
works, and for other purposes.

The CuairmanN. The committee will come to order. It was
thought we might expedite matters by having this hearing before
the bill came over from the House, but that we would do nothing
until it passed the House, if it should, and we have asked Senator
Wagner to come this morning, and Mr, Richberg. So, Senator
Wagner, if you will proceed to explain the bill,

STATEMENT OF THE HONORABLE ROBERT F. WAGNER, UNITED
STATES SENATOR FROM NEW YORK

Senator WaGNER. Mr. Chairman, I have prepared what [ think
is, in a logical form, a statement explanatory of the bill, with the
philosophy behind it, and I am quite willing, whichever suits the
committee best, cither to be interrupted for questions at any time,
or when I conclude my statement, to answer any questions I may be
able to answer in relation to the bill.

The national industrial recovery bill has as its single objective the
wide-spread and permanent reemployment of workers at wages suf-
ficient to secure comfort and decent living, This desired end is to
be reached by a twofold program, involving, first, cooperative action
within industry, encouraged by law and supervised by the President
for the protection of the publie, and secondly, direct Government
expenditures for public works.

The bill marks a far-reaching departure from the philosophy that
the Government should remain a silent spectator while the people
of the (nited States, without plan and without organization, vainly
attempt to achieve their socinl and economic ideals. [t recognizes
that planlessness and disjunctive efforts lead to waste, destruction,
explottation, and disaster and that purposive planning awaits the
substitution of regulated cooperation in place of the unlimited and
frequently pernicious competition which we have beretofore regarded

1



2 NATIONAL INDUSTRIAL RECOVERY

as the sole guardian of the public welfare. This trend in thought
and action is accompanied by a widening concept of business—
that all business is affected with a public interest. That is the
necessary consequence of the growing complexity of our economic
machinery and of the increasing interdependence between one State
and all States, between one industry and all industries, hetween
employment anywhere and employment everywhere. At the same
time, the bill preserves as the central motivating theme of American
industry and voluntary action and individual initiative which have
contributed so marke(ﬁ to our industrial progress. Competition is

not abolished; it is only made rational. In this bill we say that -

business may not compete by reducing wages below the American
standard of living, by sweating labor, or Ly resorting to unfair prac-
tices. Competition is limited to legitimate and honorable bids for
the market and real gains in technical efliciency.

The first title of the bill, which is devoted to promoting coordina-
tion within industry, illustrates the new blend of public and pri :.te
action which is necessary today. In order that government may
play its proper role, the bill centralizes authority in the President,
with power on his part to set up the agencies and appoint the officers
and employees necessary to carry out the new policy. Heisauthorized
also to establish an industrial and planning research agency, to enlist
the aid of the Federal Trade Commission for necessary investigation
to modify or cancel any action taken under the bill, and to terminate
the bill prior to its stated 2-year life by a declaration whenever the
national economic emergency will have ended.

Despite this centralized power, the em[)lmsis is upon voluniary
action. To make competition sane rather than blind and destructive,
the bill allows any trade or industrial association or group to prepare
and submit to the President for approval a voluntary code of fair
competition, Such a code of fair competition will set forth the best
judgment of those engaged in the particular trade or industry as to
the competitive conditions within the industry, specifically (1) the
standardls of fair competition; (2) the trade practices which should be
banned as unfair, oppressive and designed to give advantage to the
employer with the lowest standards; (3) the methods which should be
employed to rehabilitate the industry, increase its capacity to give
employment, and raise the living standards of those who labor in it.
These methods may include devices such as exchange of information,
cooperative marketing, simplification of style, standardization of
products, and many other features.

When such a voluntary code is approved by the President, it
becomes effective and binding upon the entire trade or industry and
any action compllying with it is exempted from the provisions of the
antitrust laws. In this manner we hift the plane of competition to
the level of the highest ideals prevailing in the particular industry,
and at the same time we avold the regimentation of all industry
under a single inflexible set of rules.

It must be strenuously emphasized that the evils which the antitrust
laws sought to prevent arve not overlooked. On the contrary, this
bill is designed to supplement the antitrust laws and further the very
purpose for which they were enacted. In the first place, the dangers
of monopoly are averted. The bill provides that no code shall be
approved unless the association or group which initiates it is truly

R i
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representative of the trade or industry for which it speaks and admits
equitably to membership all who are engaged in the same trade or
industry. Nor will any code be sanctioned until it is proved that
approval will neither promote monopoly nor discriminate against
small en(tierprise. Thus the small business man and the consumer are
rotected.

P Secondly, the interests of labor are securely guarded and advanced
under the voluntary codes. No code will be approved unless it
embodies the following: (1) Recognition of the right of the employees
to organize and bargain collectively through representatives of their
own choosing; (2) prohibition of the antiunion, or ““yellow dog” con-
tract as a condition of employment; (3) acceptance of the maximum
hours of labor and minimum rates of pay and other standards of
working conditions approved by the President. In this manner, labor
is protected, not only from the dangers of the greater collective
strength employers might gain through their cooperative codes, but
also from the wage depressing tendencies which curtail consumer
demand and precipitate business decline and unemployment.

Thus far I have discussed codes which are voluntary both as to
their comypetitive practice sections and as to their lahor sections, and
it is primarily upon such spontancous action that the bill redes. I
am confident that industry, if given the opportunity to restore
national well-being, will respond with alacrity, patriotism, and vision,
But if any trade or industry cannot or will not cooperate in the forma-
tion of voluntary codes, the President is authorized, after proper
investigaiions and hearings, to prescribe, for any trade or in(]ustry,
codes including all salutary and protective features embodied in the
voluntary codes, or if any trade or industry voluntarily arrives at
some of the requirements of a code and neglects others, the President
may in proper manner prescribe these others and combine all in a
general code.  Another provision of the bill is that the President may
in the absence of need for a general code, or if such a code is imprac-
tical, prescribe a limited code dealing only with maximum hours of
labor, minimum rates of pay, and working conditions, These
various compulsory provisions necessarily flow from what I have
said at the very opening of my remarks—that disorganization in one
industry tends to jeopardize the prosperity of all industries and that
inhuman conditions imposed upon one group of employees tend to
spread and tear down the working standards of all employees. No
industry has a right to remain in a state of chaos.

In addition to the code provisions, the President is authorized to
enter into and approve voluntary agreements for the purpose of
effecting the policies of the Lill. These agreements need not apply
to an entire trade or industry, and do not bind these who are not
parties, but every voluntary agreement must contain all of the pro-
tective and labor feature of the codes, except those provisions in the
codes which have reference to membhership in trade associations or

oups.
grSelnntor CouzeNs. You said it did not necessarily apply to all of
these. Did I understand you right?

Senator WaGNER. These particular voluntary agreements that
may be entered into. That is something different. That is not a
code. In addition to the voluntary code, and the compulsory code,
there is also provision that a portion of an industry may enter into
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some agreement that is different from the codes, because the Gov-
ernment takes it out of the code for some specific purpose. For
instance, in some locality conditions exist that do not exist within
the trade generally, and that may require, rather than an exception
in the code, a definite agreement between the Government and the
individual industry.

Senator Couzens, But all industry must come in under some one
of these three?

Senator WAGNER, Oh, yes.

Senator Couzens, Agriculture?

Senator WAGNER. No.

Senator Gore, The three categories, what are they?

Senator WaGNER. The voluntary code, the compulsory code, the
licensing feature, which I will come to, and then there is the agrce-
ment provision.

Finally, the bill has enforcement sections, Violation of any of the
Erovisions of the code by anyone engaged in interstate commerce or

usiness affecting interstate commerce constitutes unfair competi-
tion, and is a misdemeanor punishable by a fine of $500. A code may
be enforced by injunction proceedings in the Federal courts. In
addition, the President after public notice and hearing may license
business enterprise whenever he deems such a course necessary to
make effective a code of fair competition or an agreement or other-
wise to further the policy of the bill.

Senator Couzens. At that point, there seems to me a misunder-
standing somewhere in my mind, that it is not necessary to license
that institution that cumes within any one of these groups.

Senator WagNER. No; that is a discretionary act on the part of the
President. :

Senator Couzens. If a group gets together on a specific code, they
don’t have to have a license?

Senator W.. aNER. No; if approved by the President, that is the
end of it. If au industry will not provide a code, or even if the pro-
viding of a code by the President might not be as eflective as he might
like to make it, he can still provide a third method, namely, license
the industry. Or, he may also do it with a code in existence. I take
it that it will only be in extreme cases that he will resort to that.

Senator Couzens. In other words, if there is a recalcitrant manu-
facturer who refuses to join in one of these codes, he can be enjoined
from doing business, or getting a license?

Senator WaGNER. No, if he doesn’t comply with the code, he is
guilty of unfair competition, and then he can be prosecuted under
the sanctions provided here.

Senator Couzens. Will you give us a description of what kind of a
case would require a license?

Senator WasNER., It would be appliedgp .an entire industry, The
President may decido. that a certain ‘industry, hecause of certain
conditions, requires the imposition of licenses hefore husiness may
be done. It is entirely discretionary.

Senator Couvzexs, Will you give me a circumstance that would re-
quire an individual license? What kind of a case, in your view of it,
would require an individual license?

Senator WAGNER. As 1 said, I do not think except in very rare
instances, that the license provision will be resorted to, but the license
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would apply to an entire indusiry, or if there were such abuses, and
perhaps violations of the code, that the President might think it
wiser, in order to have complete control of that industlgr, to provide
that no one in that industri' might do business without first receiving
a license from the Federal Government, then all members of that
particular industry will have to secure a license from the Federal
Government before they can do business.

Senator Gore. Could the President revoke that license at his
pleasure?

Senator WAGNER. Yes, for a violation of the code imposed by the
Federal Government.

Senator GorE. On what sort of hearing?

Senator WAGNER. After a hearing. It is provided that a hearing
masy be had, before a license can be revoked.

e M g

nator Gore. That is somethin $Hikt reall
death of a particular industéf'oriasierpe
revoke the license. Coeten T
Senator WAGNER. You;'it'ls & maviction i
Senator Gore. What ¥ wanted to ask you; Sen
think you could plade tht'power in the fatidh

affects the life and
He has the power to

",
"Senador, is:this: Do you
b of alt'éxeentive officer?

Senator Waanik:: 1 ;4 idis0ase of i emergendyy!’:
Senator Gorn. To ;flte' ikte an indumiy? u‘?? '
Senator Waanw, All of "powers, Wh3pure, ave’l in one

individual, and ‘we:have just gty tdtwly-dpodhi 't ademini

fairly and justlyi:We had the akmé/sort'of poweriduting the war
Senator Gors, T know that, ahd M./ Hooyer; if I m 3 )

words, put free-born:Amerieen ¢itizens out of ' businessiwithout trial

by jury. e RN e T e

Senator Waann, Plie philosophy: ot ﬁﬂﬂ")ﬂl i iemoourage
voluntary actioh'gnd-initiative on the part of induetr , atid: 1 doubt
whether or not tHese compulsory miettods will-Jo usedab all excopt

on very rare occasions; but:if you-are going to mmm@s ard, you
have got to have somie sanpbions iti'order to enforcéthe code that
may be adopted. T A

Senator Gore. I understand, but if you are going to carry out
this system you have to have power t¢ ¢carry it out. My point is why
in u free country a free man ought to be tréquired to take out a license
to engage in legitimate industry, and why somebody under our con-
stitutional system should be given the power to destroy the value of
his property, which you do when you bring about a situation where
he cannot operate. That seems to me approaching the point of tak-
ing propert%r without due process of law. .

Senator CLARK, Senator, do you think that the mere declaration
of emergency would make an act constitutional that otherwise would
be unconstitutional? _You said it could be done in an emergency?

Senator WAGNER. Noj; but I think the powers exercised under the
Constitution may have a wider use for governmental activity than in
normal times. I mean, if I may say again, we may now regard that
all business is affected with the public interest in an emergency, where
perhaps if the emergency did not exist the courts might not justify
our going as far as that, But where the entire economic structure is
torn down and is in a depressed state, the only way we can lift it up
and have our economic structure survive, is by enabling business, as
a whole, to lift it up, and that is needed in order to bring about
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economic recovery. Then, I say, let all business be regarded as
affected by the public interest, which justifies governmental inter-
vention. It has been justified in other cases. We have made the
insurance business affected with the public interest, and it is upon
that ground that we regulate it now.

Senator CLArRk. The Federal Government?

Senator WaGNER. The powers are the same, but the area within
which the power may be exercised is broadened. That is always so.

Senator CLARK. Senator, I don’t understand you to say that the
Federal Government is regulating insurance companies under the
Constitution?

Senator WAGNER. No; I was talking about when business is affected
with the public interest, because unless business is affected to the
public interest, it might be difficult to reach all of the trade activities
that we can reach—or at least, those that we want to be able to reach.
If you will let me finish m Hiatement, I will be glad to answer
questions. e TR

Senator King. .
that our comp
position in
tions, is a ;

Senator

ere postulate the view
have reached a high
d’s political institu-

drawn largely
: cartel system?
g 2 naticnally
can recover,
hat struck us
& 2 raticnaliza-
N ‘D, by exploita-
Mstead of that,
n a high plane,

Of '}he St .
Senator gulating, and we do
regulate. e a State. We regu-
late all sorts of thife : petssary. The same argu-
; . githie workmen’s compensation
law within the States. il philosophy is accepted. No one
today would think of changing it, except the man who wants to go
back to the days of a hundred years ago.

After a trade or industry has been subjected to license no one may
carry on such trade or industry in interstate commerce or in any
transactions affecting interstate commerce without first obtaining a
license, on penalty of $500 fine or six months imprisonment or both.

The constitutionality of title I seems clear. The declaration of
policy which embraces recognition of the present emergency, relates
to the welfure clause and the interstate commerce clause of the
Federal Constitution, both of which nuthorize Federal action. Obvi-
ously the conditions produced by the emergency nffect the general
welfare. And it is equally true that many commercial and industrial
practices which in normal times would have only intrastate signifi-
cance are magnified to national importance during a period of severe
strain, and burden interstate commerce. Again, the delegation of
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quasi-legisiative functions to the President is vindicated by the
careful standards for action which the declaration enuncintes—the
elimination of unfuir competitive practices, the reduction and relief of
unemployment, the improvement of standards of living, the rehubili-
tation of industry and the conservation of natural resources.

To some it may appear that we are venturing far from the original
purposes which guided the fathers of our Constitution. In sober
truth, we are acting under the compulsion of the economic situation.
The Constitution is not an inflexible document. It is broad enough
to encompass the measures necessary to rescue this Nation from 1ts
present crisis.

The bill is drawn to expire at the end of 2 years. It is frankly
an oxperiment. But it is an experiment worth making, for our
objectives are to preserve the merits of competition and to avoid its
abuses, to multiply the opportunities for employment and to lift our
standards of living. The bill establishes that exploitation shall no
longer be an advantage in the race for success and that the highest
ideals of those engaged in industry shall determine its standards of
action.

I just want to say a word on title 2, the public works program.

Senator BARKLEY. Would you rather finish your statement on
title 2 before being interrupted by questions?

Senator WAGNER. Yes.

I come now to title 2 of the bill which relates to the public works
program. The purpose of this title is to create direct and indirect
employment for several million men and women through the launchin,
of $3,300,000,000 worth of construction on Federal, State, and munici-
pal projects and on certain private projects devoted to public use.

This large undertaking is directed toward the vital Sﬂot of the
depression—the crucially imperative need of Of)ening jobs for the
énen and women who have been searching vainly for work for the past

years,

I suppose that no proposal has been more widely discussed through-
out the period of depression than the one to enlarge the volume of
public construction as a means of relieving the distress of unem-
ployment and as & measure of business stimulation. Some writers
on the subject, however, have confused the volume of debate with the
quantity of construction prosecuted and have come to the wholly
erroncous conclusion that public works as a reinedy has been tried
and found wanting. The easily demonstrable fact is that the remedy
har, never been tried. L. )

On the contrax;ir, the volume of public construction, including
Federal, State, and local, has steadily declined during the emergency.
In 1932 public construction was not greater in volume than in 1930
but actually one and a half billion dollars less. Two and a half
million workers are normally directly employed in construction
activities; two-thirds of them are today out of work. . .

The degree of unemployment is even more intense in the industries
which supply materials for construction purposes. As an illustration
may be taken from the report of the Bureau of Labor Statistics for
the manufacture of brick, tile and terra cotta, where the number of
employees on the pay roll on January 15 last average less than 20 per
gent and the amount of the pay roll less than 8 percent of the average

or 1926.

W L '
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Senator BarLry. But that was in January.

Senator HasTiNgs. What was that?

Senator BamLey. That was in mid-winter, against the average for
the whole year.

Senator WaaNER. The season does not affect building construction
nearly as much. o

Senator BaiLEY. It affects the manufacture of brick very greatly

These figures disclose the fact that public construction was allowed
to fall off during the period of emergency to an insignificant amount
at the very time that, for obvious reasons, the amount of private
construction was rapldiy approaching the vanishing point.

That policy, illogical as 1t was, cpnes;;.onded precisely as to the
e«Lually illogical policy pursued during the preceding boom period
when public construction very substantially increased above normal
and competed with private industry for labor and materials.

That kind of haphazard activity, lack of correlation and planless-
?esshare distinctly among the causes of the current economic catas-
rophe. :

In 1931 when Congress passed the Federal Employment Stabiliza-
tion Act and again last July when it enacted the Emergency Relief
and Construction Act, both of which measures I had the honor to
introduce, we declared in favor of a new policy—a policy of planning,
of adi')ustmg public activity to private activity so as to promote
equilibrium rather than to emphasize confusion.

The requirement of the Emergency Relief and Construction Act
that no project shall be eligible for a loan unless it be self-supporting
and self-liquidating from revenues other than taxation and the very
severe and legalistic administrative policy of the Reconstruction
Finance Corporation with respect to construction have rendered the
purposes of the 1932 act unfulfilled and, indeed, untried.

he conditions which confront us today are serious. The emergency
is still very grave. The only new and helpful factor is that the
country is imbued with a spirit of confidence in reliance upon the
program of the vigorous action unyieldingly insisted upon by the
Administration. This bill forins a very important part of that policy
of action and the American people are looking forward to its passage
with hope and anticipation.

The underlying principles of the public works proposal are, in my
judgment, too clear for dispute:

(1) A vast number of men are without work. They must be and
are being maintained at public expense. I submit that it is sounder
business, better government, and a more humane policy to pay these
men for useful work than to keep them in idleness.

(2) We cannot emerge from the depression until there is a sus-
tained resumption of enterprise. That cannot occur through private
initiative alone until business men see a prosiect of profit. Govern-
ment construction, however, is not undertaken for profit and can,
therefore, be initiated without waiting for an upturn of business.

(8) Public construction distributes purchasing power without at
the same time adding to the su pl?r of competitive goods in search of &
customer. It is, therefore, ideally suited to serve as a means of
priming the pump of business.

I have said on another occasion that a pump cannot be primed with
an eyedropper. 1t is, therefore, important to know whether enough
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construction can be promptly released to have a substantial effect on
business and employment. In answering that question we have a
ready guide in the record of previous construction. The amount of

ublic construction activity undertaken in 1931 and 1932 was so far

elow normal as to result in the accumulation of an aggregate deficit
of about $2,000,000,000 worth of projects. These would have been
%rosecuted but for the difficulty of finding funds for the purpose.

o that figure should be added the volume of construction that would
normally be launched in 1933. Obviously, there is a large reservoir
of useful projects that should be undertaken to meet the normal
requirements of various communities of the United States. They
include such enterprises as sanitary works and water works essential
for the protection of public health, traffic facilities, schoolhouses,
and an almost infinite variety of other projects needed in the
public_service and for the normal development of our States and
municipalities, . .

Title 2 of the bill authorizes the creation of a Federal Emergency
Administration of Public Works, which is directed to formulate a
program of public construction. That program may include the
construction, repair, and improvement of public highways and park-
ways, public buildings, and any publicly owned instrumentalities and
facilities; the conservation and development of natural resources,
including water works, flood control and river and harbor improve- .
ments. With the approval of the Interstate Commerce Commission
railroad maintenance and equigmpnt may be included.

The bill further authorizes the inclusion within the program of any
roject which is now eligible for a loan from the Reconstruction
inance Corporation under section 201-a of the Emerﬁency Relief

and Construction Act. That is important since the authority of the
Reconstruction Finance Corporation to make loans for construction
purposes is terminated by the bill. Sections 202 and 203 transfer
that authority to the President. .

An importent provision is that which authorizes the construction
under public regulation or control of low cost housing and slum
clearance projects. I know of no more useful area in which to invest

ublic funds than the provision of adequate housing for families of
ow income. )

Authority to disburse the funds made available by this title is
centralized in the President. He may act through such agencies as
he shall create or designate. He may engage in the construction
directly. He may finance the construction by loans to States,
municipalities, or other public bodies and to certain private corpora-
tions engaged in the construction of projects devoted to the public use.
He may aid in financing such construction by purchasing securities,
guaranteeing securities or in any way he deems advisable to carry out
the purposes of the bill. In addition, where necessary to make the
construction move forward, the President is authorized to make
outright grants to States, municipalities, or other public bodies in
an amount not exceeding 30 percent; of the cost of the labor and
materials employed upon a project. : )

Scction 204 is devoted specifically to road construction. It
authorizes the President to allocate for that 1Enu*pose an amount
not exceeding $400,000,000 to be spent on the Federal-uid highway
system and upon secondary or feeder roads.
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Senator Couzens. Is that to he matched by the States?

Senator WAGNER. No. The fund allocated for this purpose is to
be a]:;)ort.noned to the several States; three fourths upon the basis
provnl %d in the Federal Highway Act and one fourth on the basis of
population.

: ?he CuarMAN. Why was that policy changed from the present
aw

Senator WAGNER, The allocation is as the present law, except as
ttl)doge fourth, one fourth by population and three fourths upon the
old basis.

The Cuamrman. Why was the present law with reference to the
allocation of funds for public highway construction not adhered to?
Senator WagNER. You mean in requiring the States to match?

Senator Gore. No; the allotment among the States.

Senator WAGNER. The allotment among the States, three quarters
of it is according to the present method, and one quarter according to
population, because I think it is fair in an emergency of this character,
that some of the States which are highly industralized, where there is
a great deal of unemployment, under the system now employed will
not get very much aid out of this, because of the restriction. So it
was thought that this would be a fair distribution all around.

Senator BARkLEY. The present law takes into consideration popu-
- lation to some extent.

Senator WaGNER. To some extent, but not to a major extent,

Senator BaArkLey. Population and road imileage.

Senator Couzens. But that doesn’t require matching in any sense?

Senator WaGNER. No; the Federal Government incurs the entire
expense.

‘Senator Couzens. And there is no repayment at all.

Senator WaGNER. No.

Senator GORE. And it is not limited to post roads?

Senator WaaGNER. No.

Senator BarxreY. Don’t you think you had better say, in that
language on page 17, “the funds apportioned under this act shall not
be matched,” because it might be construed to apply to the present
law, the way it is.

Senator WAGNER. Yes; I think that may be well.

Attention should be called to the fact that section 204, dealinﬁ
with road construction, greatly liberalizes the Xurposes for whic
road money may be spent. The emphasis is laid upon the elimina-
tion of hazards to hi%hway traffic, such as the separation and removal
of grade crossings, the widening of narrow bridges, the construction
of routes to avoid congested areas. The possibilty of using these
funds for such purposes is particularly important in centers of Popu-
lation. The bill provides, however, that in connection with the
elimination of railway grade crossings the fund shall not be used for
the acquisition of any land, right of way, or easement.

Adequate provision is made in the bill to give assurance that the
moneys made available shall be employed in giving the maximum
amount of employment at an adequate level of wages. Section 205
is addressed to that subject. It provides that every contract and
every loan or grant made pursuant to this title of the bill shall con-
tain the necessary provisions to insure (1) that no conviet labor
shall be directly employed on any such project; (2) that the 30
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hour week shall prevail; (3) that all employees shall be paid wages
sufficient to provide a standard of living in decency and comfort;
and (4) that preference in employment shall be given to ex-service
men with dependents.

The $3,300,000,000 required to carry out the purposes of the bill
are to be raised by Government borrowing and provision is t6 be
made for the imposition of a tax sufficient to pay the interest and
retire the Government obligations issued to finance the construction
program.

I have long maintained that it is entirely proper to borrow for
public construction. The improvements to be erected are relatively
permanent and it is sound practice to spread their cost over a number
of years not exceeding the estimated life of the structure. That, as
a matter of fact, is the usual practice of private business.

The authority conferred by the public-works title of the bill will
expire at the end of 2 %ears or sooner, should the President declare
the emergency ended. 'The only exception to thatis that the President
may continue to issue funds until January 1939, under agreements
inade with borrowers prior to the expiration of his power to make
oans,

In considering the public-works program there is an important
factor which must not be overlooked, and that is that the expenditure
of large amounts of public moneys upon public works will inevitably
induce the investment of substantial amounts of private funds. The
construction of a waterworks may make a whole area suitable for
residential development. The improvement of a traffic facility may
invite the erection of a business enterprise. The fundamental fact
to remember is that the distribution of purchasing power and the
resumption of investment which this bill involves will have a stimulat-
ing effect and help to revive all forms of business activitg'.

oth parts of the bill are designed to provide an immediate impetus
to employment and that is the inescapable necessity of the present
moment.” The direct expansion of public activity and the definite
encouragement of private activity which are the designed purposes
of this measure cannot fail to provide # foundation upon which the
ﬁublic confidence inspired by the President will continue to grow.
‘his bill provides the chart and compass for a program of recovery.
If it be adpministered, as I know it will be, with the vigor and resource-
fulness which the President has exbibited in all his actions, it will
contribute mightily toward the rehabilitation of the economie life
*of the American people.

The CHAIRMAN. Any questions?

Senator CLARK. What rate of interest is provided for on these loans
to public bodies for public construction?

Senator WAGNER. That is entirely within the discretion of the
President.

Senator Crark. On what terms will these loans be made?

Senator WAGNER. That is also within his discretion,

Senator Couzens. Will you give us an example of a case where it
might make a loan to a private corporation for erecting a public need?

enator WAGNER. A tunnel or a bridge. They are enumerated in
the act itself.

Senator Couzens. And the revennes from those activities would

liquidate the loan?
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Senator WAGNER. Yes; so far as private loans, loans to a private
corporation, for a project devoted to public use, the requirement still
exists that it must be self-liquidating in character.

Senator Couzens. You mentioned two.

Senator WaaNeR. That is a loan to a public body.

Senator Couzens. Is that expected to be repaid?

Senator WAGNER. Yes; that is a loan to a community.

Senator Couzens. I am trying to discriminate between those which
are pgt expected to be repaid and those which are expected to be
repaid.

Senator WAGNER. They are all based on loans, except there is a
discretionary provision in the act that the President, where he deems
it advisable, may grant to a State 30 percent of the cost of the labor
and the material upon any Eroject.

Senator Couzens. And that is not to be repaid?

Senator WaaNEeR. That is a grant, not to be repaid.

Senator Couzens. Under that provision of the act the President
may charge one State the full amount with interest and another
State he may reduce it 30 per cent?

Senator WaaNER. He has the power to do it. I doubt whether
that will be done. In all these matters we have to rely upon the
justice and the integrity of the Administrator.

Senator Couzens. I quite understand that. .

Senator WAGNER. You cannot make an absolutely inflexible rule.

Senator Couzens. I am just wondering how you can set up 2
standards in dealing with 48 States. It seems to me it is unfair to
the President to ask him to discriminate betweei States.

Senator WAGNER. 1 think that may be helpful primarily to the
small communities which may need some public projects and have
not the finances with which to finance the entire project, and yet
it might be desirable to keep the working people living in that sec-
tion rather than compel them to go to some other community in
search of work. There he may deem it & worthy thing and one in
the interest of the general public welfare to grant a portion of the
cost of construction. I don’t think it will be generally used. If
used at all, it will be used in those smaller communities. That is
my conception of it. .

Senator Couzens. Can you interpret that act so that the Govern-
ment would put up the money to build a grade separation? I under-
stood you mentioned that.

Senator WaGNER. That is under the hi%hway provision; yes. .

Senator Covzens. In that case it would be a grant to the State
without repayment?

Senator WAGNER. Yes. All highway construction is. That is
under the 400 million for public highways. That is a grant to the
States. We used to grant them one half and during this emergency
we are granting the entire sum,

Senator Couzens. And none of it is to be repaid?

Senator WaaNER. None of it; and under the old system, that
which we gave was never repaid.

Senator Couzens. I understand that. But now instead of giving
them 50 percent, you are ﬁiving them all.

Senator WAGNER. Yes; because of this emergency.

5
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Senator Couzens. So that under this act the public works con-
structor could authorize an expensive grade separation as a road
improvement?

nator WAGNER. I think so, yes.

.Senator Costiean. Why did you decide on $400,000,000 for
highways?

Senator WagnERr. I didn’t decide on it. But those who are con-
versant with the situation, including some Senators who are par-
ticularly interested in the highway feature of the bill as a means of
reemploying people advise that that is the sum that is necessary.

Senator CosT16AN. A much larger sum could be expended for
grade crossing alone.

Senator WaeNER. All within the discretion of the committee. I -
don’t propose to be any kind of an authority on that subject, and I
am quite willing to rely on those who know more about it than I do,
as to what the limitation ought to be.

Senator CLARK. What provision is made for flood control and river
and harbor work in this act?

Senator WAGNER. Section 202——

The CuarMaN. Do you mention that specifically?

Senator WagNER. Yes; I think we do, in sufficiently clear language.

Senator LA FoLLeTTE. There is all-inclusive language.

Senator WaGNER. Yes.

Senator Crark. I bave that section before me. What I was
getting at was the reason for setting it out in detail.

Senator WaGNER. “Control of water, conservation and develop-
ment of natural resources, including control, utilization, and develop-
ment of water.” As suggested to & member of the House Committee,
who was a little apprehensive, so far as I am concerned, I think is
clearly covered, but if you want to use the words “flood control”
instead of water “control ”, you may do so. :

Senator CLarx. What about navigation projects?

Senator WAGNER. I am sure it is there.

Senator CLark. Navigation projects, you say, are covered?

Senator WaGNER. That is control of water, isn’t it?

Senator CLark. What I am trying to get at is the reason for simﬁly
covering flood control and navigation projects and matters of that
sort in one general phrase of that sort, and then going into detail on
the matter of highway construction. ]

Senator WAGNER. Well, that is a little different subject. Flood
control has always been covered in these ﬁeneral terms, the words
“flood control”, and I think the more inflexible you make it, the
better for the administrator, )

The CHAIRMAN. It was clearly the intention of those who drew this
bill that flood control should be included.

Senator WAGNER. Of course. That is a very important feature
and if there is any apprehension, I have no objection to the use o
any words which you think would make its object clearer.

Senator Couzens. When you come to put in the transmission of
electrical energy as one of the provisions, is that intended to carry on
with the Tennessee Valley development? )

Senator WaGNER. That act itself, I think, provides-—you mean
beyond Muscle Shoals?

176260—33——2
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Senator Couzens. Yes.

Senator WaGNER. I don’t know what it is intended for, but it would
authorize it.

Senator Couzens. Is there any other place where transmission of
electrical energy could be engaged in other than the Tennessee Valley
development?

Senator WAGNER. I can’t think of any offhand, sir.

Senator Gore. Senator, in regard to the philosophy of this bill. I
don’t want to argue about the wisdom of it, for I respect your views
on that subject. But as to its character, it is revolutionary, isn’t it?

Senator Couzens. I don’t think so. 1 don’t think it is revolution-
ary to substitute for a competition which has been destructive of in-
dustry a method of competition which will rehabilitate industry and
rationalize competition.

Senator Gore. This act, if passed, will mean that the constitutional
rights of a citizen and_the constitutional powers of the Government
will vary with the variation of economic conditions and the state of
mind of those in authority, will it not?

Senator WAGNER. I think that has always been the philosophy of
the law. We passed in New York State a law which permitted
municipal judges to determine what rent a man ought to be required
to pay for the occupancy of a house during an emergency.

Senator Gore. Yes.

Senator WAGNER. And the United States Supreme Court held that
to be constitutional.

Senator Gore. But the Supreme Court held, in the Louisiana Sugar
Refinery case, that an act passed by the Louisiana Legislature, under-
taking to impress sugar refineries with a public interest, that the act
was void, and held the question of whether or not an enterprise was
charged with a public interest was a matter of fact and not a matter of
mere legislative words,

Senator WaGNER. Perhaps it is a matter of fact, yes. Was that
during an emergency?

Senator Gork. I don’t think it was to relieve an emergency.

Senator WAGNER. Or was it permanent legislation?

Senator Gore. It was permanent legislation, although I believe it
was duringthe war.

Senator WacNER. 1 can understand, in the first place, that a busi-
ness might be affected with public interest during an emergency that
in normal times might not. Secondly, I can understand in taking an
individual case, you would not call that affected with public interest,
whereas if you take industry as a whole, our whole economie structure,
you could say that is affected, in an emergency, with the public inter-
est. Because in one situation, without Government intervention we
are dragged down, and with Government intervention we are lifted up.
That would justify it being regarded as being affected with the public
interest.

Senator Gore. Your statement that it would vary with economic
conditions, and that in a depression the Government might have
power, doesn’t.that make the constitutional right of the citizen depend
on varying circumstances?

Senator WaanNer. No. We are still exercising all those powers
under the Constitution, not in defiance of it.
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Senator Gore. Doesn’t the power to license and revoke the license
of %nvate enterprise deprive the owner of property of his property
without due process of law? If he can’t use the property, it is
valueless,

Senator WaaNER. Of course that all—

Senator Couzens. Depends on the facts.

Senator WAGNER. We can’t be dogmatic about that. It depends
on the facts and what our situation is. Our society is organized and
our Constitution is adopted to protect society, not to destroy it.

Senator GOoRre. Yes.

Senator WAGNER. And to say that we must prostrate ourselves to
an inflexible Constitution, so that we must permit pestilence, vio-
lei.ce, famine, and all these other things to oppress us, and say
simply, “We are sorry, but we are prostrate before this inflexible
instrument, which has no life in it,” is absurd.

Senator Gore. But those framers of that inflexible instrument
provided a perfectly rational method of amending that inflexible
document, and steps have been taken recently to amend it in order
to carry out or respond to the public will. Now, should it be said
that Congress should enfranchise the sale of liquor, or were it better
to amend the Constitution?

Senator WAGNER. That is not this thing at all. We are getting
into another field which has no analogy at all to out present situation.

Senator Gore. It strikes me you are probably right, if you can
prohibit & man from using his property.

Senator WAGNER. We are not violating a single right guaranteed
by the Constitution. Otherwise we couldn’t do it.

Senator Gore. For instance, there is a bottle factory in a small
community in Oklahoma. Suppose he obtains a license and that
license is revoked and he cannot use this property? That is what
I am getting at. Whether or not that is not too much power to vest
in anybody, whether Mussolini, Stalin, or anybody.

Senator WAGNER. If Congress has the right to deal with it, it has
the right to select the agency to carry out its will. I think there has
been un overstatement of dictatorial power. You don’t call it dicta-
torial power if you give it to a commission of three, but you do call
it dictatorial power if you give it to a commission of one. We in
Congress can only express what we think ought to be done, but we
have to delegate the execution of that to some other power.

Senator Gore. I think whether or not it would be subject to judicial
review would be the controlling thing.

Senator WaGNER. Of course, we can’t take anybody’s property
away without due process of law.

Senator CLARK. You can if you declare an emergency.

Senator WaaNER. Not if the court says the emergency does not
exist,

Senator CLARK. I was just following the theory you just enunci-
ated, if I understood it aright. .

Senator WAGNER. Any citizen that feels his rights have been
affected by this has the right to go into court and determine the
question as to whether Congress had the right to confer these powers
upon the President. There is no difference in that. If we can only
do this sort of thing in an emergency, and the court finds, as a fact,
that we have no right to assume that an emergency existed, that it
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was an arbitrary assumgtion, the courts can stop the whole thing.
We do provide that the basis of our action is the emergency.

Senator Gore. The Constitution says ‘“Laws passed in pursuance
of the Constitution.”

Senator WAGNER. This is pu: sed in pursuance of the Constitution.
The courts have said that over and over again. The same argument
was used against the rent laws. It so happens that I wrote the opinion
in New York on the rent laws and I heard the arguments on it. The
side that contended against the law, although they did not tell us how
they could prevent this famine, pestilence and all those other thin
that might result from people being thrown out on the streets, or did
not tell us what we could do to prevent it, simply pointed to the
Constitution. We contended that the Constitution permitted it to
be done, and the Supreme Court sustained that. They said we were
right about it. So you have got a legal sanction for it.

Senator Gore. This undertakes to regulate hours of labor and rates
of wages. Would you require labor organizations to take out a
license, subject to revocation?

Senator WaGNER. No.

Senator Gore. Why not? Aren’t there rackets going on today
amongst so-called labor unions?

Senator WaGNER. Well, if there are, isn’t there suflicient protection
against them?

Senator Gore. Is there any reason why they should not be required
to take out a license, so that they would be called upon to observe
these regulations as well as the employers? Wouldn't that protect
legitimate labor organizations?

Senator WaoNER. That thing has been talked about, and there has
been that opposition to labor organizations ever since their organiza-
tion, and they have weathered all the storms, and they have helped
more than any one other element to bring up wages to a decent
standard.

Senator GoRE. Since they have been organized and insisted upon
their rights they have rendered a great service, but the day may come
when they have the power to invade the rights of others.

Senator Couzens. Let us deal with that when it comes, and not
anticipate it.

Senator Gore. The time has come, perhaps. I want to ask one
other question.  You prohibit the use of convict labor in any sort of
construction. Is there any sound reason why convict labor should
not be employed on public construction, or any other sort of work
that will be paid by the taxpayer?

Senator WAGNER. I think there is. Do you think convict labor
ought to compete with free labor when free labor is starving?

Senator Gore. If he competes on work that would impose a
burden on the taxpayer, I think so. I think the taxpayers have some
rights in this set-up.

Senator WaaNER. That has gotten beyond an argument, Senator.

Senator ConNaLLy. You are speaking about an emergency. Of
course you do not contend that Congress could do any more in an
emergency than it can in other times, so far as the constitutional
grant of power?

Senator WAGNER. No, no; I do not.

L]
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Senator ConNaLLy. So that a mere declaration of emergency does
not, after all, in anywise affect our power to do a thing.

Senator WaaNER. Of course not.

Senator ConnaLLY. You are basing your whole contention—

Senator WaeNer. What I said was I think we can reach farther
under the powers of the Constitution, reach a wider area in an emer-
gency than otherwise, because of the things and activities that would

e affected with the public interest that would not in normal times,
But we derive the power from the Constitution.

Senator CoNnNaLLY. You are basing your whole power to do this
thing on the interstate commerce clause, are you not?

Senator WaGNER., Yes; absolutely.

Senator Couzens. And welfare.

Senator WAGNER. And welfare, to a limited extent.

Senator CoNnaLLY. The welfare clause doesn’t mean much so far as
power is concerned.

Senator WAGNER. It refers to appropriations.

Senator ConNALLY. The welfare clause is merely a consummation,
in a way, of specific grants. You wish Erivilege for general welfare by
exercising the grants you have under the powers of the Constitution.

Senator WAGNER. Yes. And I think other appropriations that are
authorized, if they are spent in the public welfare are under the wel-
fare authority.

Senator Gore. Under the Frothingham decision practically every
appropriation is.

enator CoNNALLY. There is no limit on the power of Congress to
apgropriate and you cannot challenge any appropriation made.

Senator WAGNER. Whether challenged or not, we want to exercise
onlsy authorities that are expressly given to us.

enator BARKLEY. Senator, I would like to ask about section 3,
where upon application to the President by one or more trade or
industrial associations or groups, the President may approve codes
and so forth. What sort of groups do you have in mind?

Senator WAGNER. That was to make it all embracing. But groups
within an industry. There may be cases in the same industry where
there may be different groups t roufhout the country, with different
conditions, and a uniform code would be impracticable, and so those
groups could get together.

Senator BARKLEY. Do you mean by groups, associations like the
United States Chamber of Commerce, or the National Association of
Retail Druggists, or some organization that maintains a lobby here
in Washington?

Senator WaaNER. Of course not.

Senator BARkLEY. Or does it mean any group of people who get
together, large or small, whether organized or not, may come to the
President and demand certain things?

Senator WaGNER. Exactly, within an industry. The United
States Chamber of Commerce obviously could not come in under
:,lhis, because their organization covers all kinds of trades and in-

ustries.

Senator BarkLEY. Would this have to be an organized group with
a name, or could it be a self-appointed group of people that got
together?
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Senator WAGNER. It doesn’t matter at all, as long as it is repre-
sentative of the industry.

Senator BArkLEY. The President is to determine whether it is
representative of the industry?

Senator WAGNER. Yes; and you notice we provide that the member-
shg)em this Eroup musg be free of any——

nator BARKLEY. I am not contemplatinf a group that has a
membership that pays dues and has an annual n:ceting. That is the
ordinary trade organization with which we are uil familiar. I am
wondering whether this is broad enough so that voluntary, self-
appointed groups of men, that claim to represent an industry can
come to the President and say they represent it and that they want
this thing done,

Senator WaGNER. They can do it, but then the President deter-
mines whether they are representative or not.

Senator BarkLry. If he determines they are, then all the rest of
that industry, whether they have been part of that group or not,
have to abide by the code that is set up?

Senator Couzens. Oh, no; I don’t think that is the interpretation.

Senator BARKLEY. Why not? That is what it means, isn’t it?

Senator WAGNER. If the President finds the industry was fairly
represented in the formation of this code, and that the code ought to
apply to all within the industry in a certain area, he so determines.
And then all the industry in that particular area will have to comply
with that code.

Senator BARKLEY. And if it were a Nation-wide code, all the indus-
tries in that particular type of work throughout the country would
have to abide by it?

Senator WagNER. It is hardly likely we will have a Nation-wide
code except on some very fundamental questions.

Senator BARKLEY. Let us take the steel industry, or the oil indus-
try. The conditions there are pretty much the same in cne part of
the country as in another. Is it contemplated——

Senator WAGNER. As to wages and hours of labor, too?

Senator BARKLEY. Yes.

Senator WaGNER. In some sections they say the cost of living is
higher than in others, and the bill provides that the locality, skill,
and experience must be taken into consideration.

Senator BARKLEY. So that this bill makes it necessary for an
unorganized industry—that is, those who have no trade associations or
trade groups—to form such organization in order to either present
things to the President or to protest against their being presented by
somebody else who decides that they want to organize a little group
to represent a certain industry?

Senator WagNER. I think so.

Senator BArkLEY. It would result in the universal organization
of either advocates or opponents of anything that was asked of the
President, would it not?

Scnator WAGNER. Yes; I think so. But I see no other way. We
have got to have some form of organization.

Senator BARKLEY. You refer here to unfair trade practices and
unfair competition. Would that authorize the President to put into
effect a code or an order carrying out the intentions of perhaps cer-
tain groups of people who have been for 25 years trying to get
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Congress to pass what they call a Fair Trade Act, that would pre-
vent a person from reducing the price of anything he has in this
store if it were below what somebody else paid for it?

Senator WAGNER. I doubt whether price fixing is going to be a
part of that. That is & matter of administration. But of necessity
if you are going to regulate your hours of labor and provide for a
certain standard of wages, it 18 bound to raise the level of competi-
tion. It will rationalize competition.

Senator BArRkLEY. I know, but we all know that for years an
effort has been made to induce Congress, by legislation, to reverse
the decisions of the Supreme Court in the matter of price fixing by
the manufacturer, after goods have passed down into the hands of
the retailer, regardless of location or cost of doing business in one part
of the country as compared to another. That has been the policy of
certain business groups. I am wondering whether, if this language
is left as it is, whether they will immediately pounce upon the Presi-
dent in an effort to induce him to adopt such a code as would prevent
the thing which they have been undertaking to get Congress to pre-
vent, the reduction of prices on retail goods in stores, on the ground
that it is an unfair practice and is unfair competition.

Senator WaGNER. I can’t think of such a situation, Senator. Of
course, I am not a clairvoyant., What I think we have primarily
in mind is to raise the standards of industry so that in the ficld of
competition you being with a decent living wage and decent hours,
and then with that as a basis you are still in your area of competition,
In other words, g'ou are preventing the sweatshop fellow, this 10
or 15 per cent of an industry which has been dragging the whole
thing down by the exploitation of labor, from doing just that. We
want to prevent that. We want to raise them all up to a higher
standard, and then have your competition with this as a basis.

Senator BarkrLey. With that I am in entire harmory and sym-
pathy, but I am wondering whether the President is to be authorized
to go into the retail end of it, the control of the retail business of the
country, and fix prices, or issue orders that will prevent a merchant
from selling a hat for $2.75 when somebody else is selling it for $3.

Senator WAGNER. There are the restrictions that the code must
be fair to the consumer, fair to the competitor, fair to the public
generally, and I think these prohibitions are suflicient, together with
8 just administration, to take care of that situation,

Senator CLArRk. Does the act contain any definition of the term
“industry’?

Senator WaeNER. No; I don’t think that is needed.

Senator CLark, We have had a definition of agricultural industry,
the oil industry, things that really have to do with natural resources.
You stated a moment ago this does not include the agricultural indus-
try. It seems to me without a definition nobody knows what it
includes.

Senator WAGNER. We have taken care of that right at the end
haven’t we?

Senator Cotvzens. Section 8, I think, on page 9.

Senator WAGNER. Yes.

Senutor ConNaLLY, Senator Wagner, may I ask a question?

Senator WaeNER, Yes; there it is right there. We are providing
against a conflict with the agricultural bill right in the act itself.



20 NATIONAL INDUSTRIAL RECOVERY

Senator ConNALLY. Senator Wagner, the effect of this measure, so
far as industrial prices are concerned to the consumer will be, of
course, to raise the level of those prices?

Senator WaGNER. Yes. .

Senator CoNNaLLY. And one of the major purposes of the bill is
to give industry a larger price for what it produces?

nator WaGNER. I take it that that will be the effect of it.

Senator ConnaLLY. That is what I meant.

Senator WaGNER. Because the wage earner gets more.

Senator CoNnNaLLY. If wages are increased and the industries are
allowed to make their agreements as to codes of ethics, they are going
to make them, of course, in such a way as to make their business

rofitable. How is that going to affect the situation in r yard to
arm relief? We have been telling the formers for years and years
© that he is paying too much for his industrial purchases, that he is
not on an economic level with industry, and that industry has been
jacked up above agriculture. Now, we have undertaken to help him
through the Farm Relief Act, which has not yet begun to function
and now if we come along in this bill and raise industrial prices still
higher than they are now, what are we going to do to improve him?

enator WAGNER. We could put them both on an_equality, and
this is the objective sought by the administration. Now, with the
farm bill to raise the prices of his commodities, and this bill to pro-
vide purchasing power—and I think you will agree that unless we
have got a large number of people working with an adequate pur-
chasing power, the farmer cannot sell his commodity.

Senator ConnNaLLY. That is true.

Senator WAGNER. Those are complementary, those two acts.
But the farmers now are not on an equality.

_Senator ConnNaLLY, He is down now, and we are trying to move
him u'p bK the Farm Relief Act, and now if we move industry up a
little further——

Senator WAGNER. No, we are not going to do that. I think they
are going to be on a level. .

Senator CoNNaLLY. 1 am just trying to get your reaction.

Senator WaGNER. Of course, that would be an absurd thing, to
ing agriculture up a little way, and lift industry up so that that
same old margin existed. . ‘

Senator ConnNaLLY. But the purpose of this bill is to raise indus-
trial prices above what they are now.

Senator WAGNER. Certainly. You consider that a worthy pur-
pose, don’ Cyou? )

Senator ConnaLLy. Not if they are too high.

Senator WAGNER. At the present time business is bankrupt
because prices are too high. .

Senator ConnaLLy. Not if they are too high, I repeat, as compared
with agriculture. .

Senator Couzens. They can’t sell at the present low prices.

Senator LA FoLLeETTE. Senator Wagner, did you and your asso-
ciates consider the advisability of conferring power upon the President
to amend or revoke these codes of fair competition in cases where it
was demonstrable that the public interest was being injured by their
continuance?
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Senator WAGNER. That isrightin the act. He may modify, cancel,
or do anything to the order.

Senator BARKLEY. This bill is to last for two years, I believe, unless
the President shall sooner declare the emergency over. What
happens to all the orders and the codes tha* have been issued during
the two years after the emergency expires?

Senator WaeNER. Well, of course, there are 60 days after that for
readjustment, and then they go out, unless in the meantime—and I
am very confident that will happen—Congress, observing the workings
of this plan and its benefits to the public generally, will make the
administration of it permanent. I think that that depends upon the
success of the experiment a good deal, and if it lifts us up and it is a
better way, a newer and better way, of having an organized economic
system, instead of chaos and planlessness, I am sure Congress will
respond and make the legislation permanent.

enator BARKLEY. But if it don’t, at the end of these two years,
all this this would drop back into status quo.

Senator WAGNER. Yes; but you are not only a very distinfuished,
but also an experienced legislator, and you know very well if this
legislation does what we hope it wilf, Congress will make it permanent.
X }Slpng@r Gore. Oh, yes; there is no doubt about it, if the voters get

ehina 1t.

Senator WAGNER. After all, that is the country, the voters.

Senator Gore. In connection with Senator Connally’s question,
what about the reaction on our foreign trade, of elevating these prices
artificially?

Senator WaGNER. Well, I can’t tell. I suppose this is no time to
take it up. It may require a readjustment, I don’t know. But I
think, Senator, primarily our (;)roblem is a domestic problem. I think
the effect of international trade has been greatly exaggerated. It has
been used as an excuse for inactivity by us in bringing order out of
chaos, Primarily our whole economic welfare is a domestic question.
It may require some adjustments. If we are going into a race of
depreciated currency, I don’t know what the end will be. I suﬁf)ose,
eventually, zero. 1 cannot believe the countries of the world are
going to start in on a race of depreciated currency, because that would

rive us all down.

Senator Gore. I hope you are right about that.

Senator BARKLEY. You don’t want to venture any suggestion as to
how this money is gol‘xll‘g to be raised?

Senator WaoNER. We provide that by taxation.

Senator BArRkLEY. I know, but what sort of taxes? You don’t
want to go into that?

q Senator WaaNER. No, because you know more about that than I
o.

Senator BARKLEY. I hate to be put in a position of denying a
statement like that, but I would like to have your views. )

The CuairmaN. If there are no other questions, Senator Tydings
is here, and he has a matter he wishes to present.
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STATEMENT OF THE HONORABLE MILLARD E. TYDINGS, UNITED
STATES SENATOR FROM MARYLAND

Senator Typings. I offer an amendment, which the Senate adopted,
which is not present in the bill now before you. It provides that on
the proi'\?ct for the housing of officers’ families of the United States
Army, Navy, and Marine Corps, they shall be a part of the public-
works proposition, where those matters are self-liquidating. It
doesn’t cost the Government any money. . It simply allows those who
want to build housing for Army, Navy, and Marine officers to borrow
the money where the prcij}ect 1s sound and has been approved by the
Reconstruction Finance Corporation, so that additional facilities can
be had for the Army, Navy, and Marine Corps officers.

May I say that the reason for this amendment is that at Annapolis
there is insufficient housing for Army, Navy, and Marine officers?
A corporation has been formed down there to build the housing
necessary. In the old bill the Senate put it in. I simply ask that
thgly be allowed to share in the self-liquidating provisions of the bill.

hat is, on page 12, section 202, line 20, strike out the parenthesis
and insert in lieu thereof, and immediately preceding insert the
following, ‘“construction of projects for housing of families of officers
of the United States Army, Navy, and Marine Corps.”

Senator ConnaLLy. This corporation that is organized, has it any
money?

Senator TypinGs. I understand so.

Senator CoNNALLY. Or does it expect the Government to furnish
all the money?

Senator Typings. No, I think it is going to furnish a large part of
the money.

The CHAIRMAN. Mr. Richberg, you have had considerable to do,
I understand, with the drafting of this proposal?

Mr. RicHBERG. Yes.

The Cuairman. We will be glad to hear from you with any explana-
tion or analysis of the bill you desire to make.

STATEMENT OF DONALD RICHBERG

Mr. RicuBerG. Mr. Chairman and members of the committee, it
seems to me that I might be most serviceable to the committee in
meetin% questions that arise in the minds of the committee as to
which I may be of any help, rather than in attempting to make u
speech to the committee on the subject. )

Senator Wagner has outlined the general purposes of the bill. I
would like only to emphasize the interrelation of the two titles; that
as a matter of industrial regulation, the two titles go along together.
Merely to enable industry at the present time to operate on a better
general plan, to operate more effectively, would probably not be
sufficient to induce any rapid economic recovery, but if at the same
time there is provision made, as in title 2, for large and immediate
exrenditures for the construction of public works program, the result
will be to put a very large increase in purchasing power in the market
which in itself will provide a basis for the stimulation of normal
industrial operation. .

If then at the same time this other program is adopted, so that we
do not have merely an increase of the cutthroat competition by this
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additicnal business, but at the same time we promote a spread of the
benefits of this industrial activity throughout the community, and a
further spread of purchasing power, it is then the thought that the
two titles will work together as a comprehensive program that must
produce a certain amount of business revival.

Senator CLarg. Mr. Richberg, just what is the logical connection
between this public-works program and the emasculation of the
antitrust laws? Frankly I am unable to see any connection.

Mr. RicuBerG. May I say, Senator, that I am not in favor of what
you describe as the emasculation of the antitrust laws.

Senator CLARK. Somebody slipﬁed it in this bill, then.,

Mr. RicuBERrG. It is not the thought which I have in mind that
the purposes of the antitrust laws are evaded by the provisions of
title 1. In a very broad way, one of the main purposes of the anti-
trust laws hac been to protect the fair competition, to prevent the
abuses of monopoly power.

Senator ConnaLLY. What is fair competition? This fair competi-
tion is a fine, mouth-filling phrase that tickles our ears, but what is
fair? Who is going to say? Is it fair from the stan(ipoint of the
corporation? Fair from the standpoint of the corporation might be
all that the traffic will bear, catch the consumer; gouge his eyve out
and bite off his ear. But what is fair, now? That is too broad a
term for me to understand in all its ramifications. Maybe you,
having drawn the bill, know what it means?

Mr. RicuBeRG. I only participated in it, Senator. As to what fair
competition is, of course it is very difficult to define any word of
excellence. It is difficult to say what is good or bad, except as cus-
tom and common acceptation make a thing good or bad. There are
certain fundamentals, grown up by business customs which are
recognized as fair or unfair methods. For instance, I was just speak-
ing about the effect of monopoly. One of the most unfair eflects of
such monopoly, as it developed, and one that was responsible in large
part for the antitrust laws, was the use of monopoly power to move in
with tremendous financial and selling power into a community, to
undersell the small business interest, to drive them out of business and
then to boost the price back to make up for the loss. That practice
was one of the motivating features of the antitrust laws.

Now, that practice is abused either by the temporary abuse of
large power in the manner in which I have suggested, or else it is
abused and another factor just as harmful to the community comes in,
which is underlying this entire law, and that is the fundamental cost
of all industrial production or labor costs, and as soon as you exploit
labor in an industry, with long hours of work and low wages, vou have
unfair competition developed. You have unfair competition ad-
vantage, and I don’t believe anyone will dispute that, over the man
who wants to pay decent wages and wants to work human beings as
human beings and not as dumb animals. )

Senator Couzens. The reason for the relation of the two sections
seems to me paramount; take for example, the cement business; if
we didn’t have section 1 in there, one cement factory might bid for
th(iis cement work on a wage of $4 a day, another $2, and another $1
a day.

Mr. RicuBERG. Precisely. If you are going to spend this large
amount of money on a public-works program there should be some
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protection even in these expenditures. Senator, most unfair bidding,
18 by low wages. . . . .

Senator CLARK. Doesn’t title 2 contain protective provisions to
that effect? . . . .

Mr. RicuBeRrG. It contains ﬁrotectlve provisions along that line,

Senator CLARK. Therefore that doesn’t show any necessity for
title 1, if title 2 does contein it.

Senator Couzens. Oh, yes, because they can go further back than
the contract made with the Government. In other words, the con-
tract may go back to the mines or some other subdivision of the
industry which would not be affected by the contract itself, and
therefore there would be no control. )

Mr. RicuBerag. That is Frecisely one of the questions which arose
in the drafting of the public-works program. My primary interest
in this matter grows from an interest in the public-works program
and in the work upon that pr%gmm, with many others at different
times, I have participated in efforts to try to protect the labor con-
ditions and wages and hours beyond the expenditure of a vast amount
of money in public enterprise. It is possible, as in this bill, to pro-
tect against the direct expenditures, where they are directly under
control, and to require hours and wages of reasonable character, but
as Senator Couzens has pointed out, you go immediately back into
the secondary group where materials are purchased by contractors,
where you are reuchin;i‘ the secondary labor group, and it was found,
as a matter of practical operation, impossible to go back beyond your
direct appropriations and control the labor conditions in those
secondary enterprises,

Senator Gore. Before you leave the wage program, one or two of
the Western States had minimum wage laws for women.

Mr. RicuBERG. Yes, sir.

Senator Gore. And the point was reached in the depression where
the employers were not willing or able to pay those minimum wages,
and they laid the women off and employed men. I assume that is
taken care of to some extent in this by making a minimum wage
law apg%y to both sexes, and all labor? .
 Mr. Ricusere. There is no discrimination in this law.

Senator Gore. Might there not come a point where employers
could lngt afford to pay the minimum wage and close up the shop
entirely

Mr. Ricupera. That is an argument, which, of course, has been
advanced. I mean that states the results of present conditions with
a very much over-stocked labor market. As a matter of fact, even
well-intentioned employers have faced the necessity of cutting down
to a starvation wage or else going out of business, and it is thought
that if we establish fair standards of wages and working conditions
throughout your industrial situation, you will get at least a maximum
of employment which is possible upon a decent basis, and as a matter
of fact, if you are increasing the purchasing power of one industrial
grouﬁ, you are making it possible to increase the purchasing power of
another industrial group. Unless they go together, we can’t accom-
plish anything,

Senator Gore. No employer can pay a laborer more wages than the
value which the laborer contributes to the product.




NATIONAL INDUSTRIAL RECOVERY 25

Mr. RicHBeRrG. And that value will depend upon the purchasing
power of the public for that product.

.S.enagor Couzens. Has labor any objections to the licensing pro-
visions?
. Mr. RicuBera. I have heard none. You mean as to these licens-
Ing provisions?

Senator Couzens. The Senator from Oklahoma raised the question
why the laborer should not get a license and have it subject to revoca-
tion, as industry does. If you represent labor, I would like to ask if
you have any objection to that provision for labor?

Mr. RicHBERG. In the first place, may I explain that I am not here
representing any grouﬂ, and I am not here in representative capacity
and did not work on this bill in a representative capacity.

Senator Couzens. We know your sentiments, though.

Mr. RicuBERG. Yes, and I am willing to state them, but I don’t
want to bind anyone else by what I sas'. I was simply asked to
assist in the preparation of this bill, and I have asked to be here,
not on the Bart of any labor group, or in any representative capacity.
Let it also be understood that I do not represent the administration,
I will not bind anybody by my statements. As to the licensing of
labor or%anizations, I think an entirely different question is involved
there. That leads into an entirely different field. I am in entire
sympathy with the suggestion that was made as to controllin
racketeering in labor organizations. There is nothing more harmfu
to the well-being of labor as well as management as racketeering ac-
tivitics in labor organizations. But as to them being a part of this
bill, I venture to point out that the thought and purpose behind this
is to enable the management of an industry to put his house in order
and to }l)‘reserve to the management of industry its own form of opera-
tion. That was the point I was coming to that I wanted to empha-
size, because of the discussion as to the constitutional phases of this
bill. It is perfectly clear this bill can be adminisiered in a way to
make it grossly unconstitutional. That doesn’t mean the bill is
unconstitutional. It means that the administration of the bill may
or may not CProceed along constitutional lines. =

Senator CouzeNs. Before you get into a constitutional argument,
I would like tgdgo further into this practical side. Assuming that a
manufacturer adopted the code, or a group adopted the code.

Mr. RicuBERG. Yes, sir. . .

Senator Couzens. And they had collective bargaining, and after
they had agreed upon a code the labor organizations decided to strike,
saying that the code was not fair, and they decided to strike. There
would be no position the Government could take to prevent that, as
I understand.

Mr. RicuserG. I am unable to see how any such law could be
passed even, under the Thirteenth Amendment.

Senator Couzens. I am not speaking of the law to comge] men to
work, but I am trying to find out whether labor would be obligated to
the contract it had made to carry out the provisions of the code.

Mr. RicaBErG. I see no reason why the labor organizations should
not be obligated just as completely as the organizations of manage-
ment to carry out the code, and I see no reason why the labor organ-
izations should not be held to responsibility, and I think on the whole
labor organizations have maintamned their contracts.
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Senator CouzeNs. I am not disputing that, but we are getting
into an unusual field here, and if a code is to be set up it seems to me
that it should be as much of an obligation upon the labor side as it is
upon the other side to maintain the code.

Mr. RicuBERG. I think that is quite true.

Senator Couzens. Would you have an; objection to something
going in the bill to provide that?

Mr. RicuBerG. That is rather a blanket suggestion, Senator Cou-
zens, because I would have objection, frankly, from a personal stand-
point. I think it would be very unwise and unenforceable to en-
deavor to put a certain type of enforcement in the bill. If there is
any method of protecting the labor contract in the same manner as
you may protect the industrial contract, I am for it.

I do not want to leave that statement in the record that is there
because I want to make it perfectly clear that when labor is required
to live up to a contract to get work, the mutuality on the other side
requires that there be a contract to give work; and I want to say
that when management is entering into a contract to get labor, 1t
should give a contract to emplof labor.

Senator LA FoLLETTE. May I direct your attention to section (b)
on page 4?7 Why would not labor be included in lines 12 to 14?

Mr. RicuBERrG. Because the code, as a matter of fact, Senator
would not be made as a code affecting labor participation. It would
be a managements code concerning operations of management in the
industry, as I understand it.

Senator La FoLLETTE. I understood that these groups are required
to be truly representative.

Mr. RicuBERG. That is true.

Senator LA ForLLeTTE. Does not that contemplate that labor is
to be relgresented?

Mr. RicuBeErG. The contemplation of this particular section is, I
think—although it is not so stated—that the code of an industry is
ordinarily, as far as its practices are concerned with the management
of operations, to be representative of management. But in that code
there is a requirement that the employees shall have the right of
organization and collective bargaining, which means that the employ-
ees would have in such an industry the right to bargain with the
management as to the terms or conditions affecting labor.

Senator LA FoLLeTTE. I am very much interested in that point,
because I have given some consideration to the establishment of
some kind of planning, and do I understand you to say that in
requiring that these groups that are to be formulated are to be
representative—that you do not contemplate that labor is to partici-
pa(tl-e ?in or to have representation in those groups in formulating the
code’

Mr. RicuBErG. 1 would say that insofar as the code only dealt
with management l)roblems, as to marketing or production, it would
nlot necessarily follow that there would be labor representation in
there.

Senator LA FoLLeETTE. I understand if you have some particular
lphase of a code, but if you are drawing up a code, let us say to estab-
ish practices which shall be considered fair or unfair in the steel
industry, do you not envision that labor would be represented in
drawing up those codes, insofar as they relate to working practices,
either fair or unfair in relation to employment? '




NATIONAL INDUSTRIAL RECOVERY 27

Mr. RicaBErG. I have this vision of it, and that is that either
labor will participate in the drawing up of such codes, or that labor
will participate in the consideration as to whether such codes are fair,
and perhaps management will regard it as desirable to have labor
participate at the first stage rather than the second.

Senator LA FoLLETTE. Certainly it is within our power to require
that under this bill, is it not?

Mr. RicuBERG. It is within the power of the Senate to require such
representation as to make this code representative of the industry.

Senator LA FoLLETTE. And is it not possible that in formulating
these codes, insofar as they relate to practices or otherwise, in em-
ployment, that labor would not be represented in drawing up those
agreements? ’

Mr. RicaBerG. I say it would be either a choice of labor partici-
pation in the original preparation or labor participation in the con-
sideration of the codes. Unfortunately there is such an attitude
toward labor in many industries that perhaps the easiest practical
method is to work out a labor correction cede, which is a code of what
is unfair rather than original labor participation. In some instances
they do those things.

Senator CoNNALLY. A sort of veto power. °

Mr. RicaBera. No;not a veto power. May I make an illustration
of the so-called *railroad bill”’ which is now before Congress, in which
labor organizations there fought for participation in the planning. It
was objected to on the part of management, but an amendment has
been considered by the committee concerning those plans to give rep-
resentation to labor up to a part of the planning. That is not a veto
power, but it is a consideration,

Senator BARKLEY. You were asked a while ago if you objected to
the licensinf feature of this bill being made applicable to labor organ-
izations. As I understand it, wherever a license is required, nobody
who does not obtain a license can transact business, and if it applies
to labor organizations, and if the labor organization does not have a
license, the men belonging to that organization could not work. The
effect would be a Presidential labor strike.

Senator Gore. Would you apply the same rule to organizations of
employees as employers with respect to licensing or the revocation of
a license for violation of the code?

Mr. RicuBerG. I would not as long as labor has a voice in manage-
ment of the indusgy.

Senator Gore. You said a while ago you thought industries would
have to guarantee labor to labor.

Mr. RicHBERG. In other words, the contract would have to be
mutual if they were going to be successful.

Senator Gore. Then the giving of work would have tied in some
sort of requirement of management to give employment to labor at
o minimum wage.

Mr. RicuBerG. I cannot follow that for the minimum wage. The
minimum wage is a limited correction on certain concerns. It simply
sets a bottom wage below which it is parasitic to emﬁloy labor.

. Senator Gore. Suppose the industry cannot pay the wage and sell
in competition with others.

Mr. RicuBerG. The answer is the man who employs has got to
take cost into account and food for his stomach and a home to live in.

Senator CoNNALLY. You do not refer to reforestation, do you?
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Senator Gore. 1 accept as well as you do the doctrine of high
wages, but take for instance in this town where the carpenters are
demanding $11 a_day, during this depression, and a few weeks ago
the Secretary of Labor O.K’d. that as the prevailing wage. When
you assert that wages can be too low do you not necessarily mean that
they can be too high? .

Mr. RicuBerG. I admit that they can be too high, just as railroad
mt?g can be too high. You can put them so high you cannot get the
traffic,

Senator Gorp. Ou%ht there to be equal power vested somewhere
so that if labor should, by chance, demand wages higher than they
are entitled to, that their license should be revoked?

%/Ir. Ricusire. I think you are getting into a very difficult field,
at least.

Senator Gore. OQught not this thing to be reciprocal?

Mr. RicuBere. When it becomes reciprocal I think you will have
no difficulty in working it out. It is not reciprocal now, and as long
as management insists on arbitrary power of mangement, labor
must insist on bargaimn%.

Senator Gore. All n% t. .

Senator CoNnnNaLLY. They entered into a bargain here and you
revoke the license of the employer if it does not stand hitched.
What do you do with the employees if they do not stand hitched?

Mr. RicuBERG. I do not know of many cases of violation of a
contract by labor organizations.

Senator Couzens. Let us illustrate—

Mr. RicuBerG. I know it is common for industry to cancel their
contracts.

Senator GorRE. Are not there as many strikes as lockouts?

Mr. RicuBera. That is somethin% I cannot answer.

Senator BArkLEY. That would lead into a controversy as to
whether the strike was brought about by the conduct of the manage-
ment of the industry. )

Senator Gore. It looks to me like it is headed toward regimentation.

Mr. RicuBera. May I say that it is very important to get this idea
clearly, whatever it is heading toward. It is perfectly clear under this
bill the powers could not be and would not be exercised to carry out
a vast Erogmm of regimentation of industry. In the first place it
would be a physical impossibility, & mechunical impossibility to
~ organize even within two ye.rs the industry of this country, under
our forms of government and our limitations and rights of property
and so forth—in any such way that industry as a whole would be
regimented.

Senator Gore. This bill virtually destroys the right of private
property, does it not?

Mr. Ricusera. I would say that this bill is an act to preserve the
rights of private property and to preserve it fro.a its present destrue-
tion.

Senator Gore. When we do this, does it destroy the right of private
roperty? Now, as to the railroads, that is a different circumstance,
or they have certain rights of eminent domain. It is quite different

from making ax handles.

Mr. RicuBera. Well, the right of private property is simply a col-
lection of rights protected by the Government. Primarily you have
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a right of control without having the thing taken over, and secondarily
ou have a right of control of use. But to say you take my property
ecause you have the right to conirol its use, is a conclusion but 1s

not a fact.

Senator Gore. Unless you continue to take the rights away one
by one until you have nothing left. However, we are com:ing to this.
I think this is as revolutionary as anything that happened in this
country in 1776, or in France in 1889, or in Italy under Mussolini or
in Russia under Stalin.

Mr. RicuBerG. You have not destroyed the right of private
property under this. :

Senator CONNALLY. A moment ago you were saying that this bill
could be administered in a way so as to make it unconstitutional,
were you not?

Mr. RicHBERG. Yes, sir. _

Senator CoNNALLY. You meant by that that this bill apparently
grants powers which, if exercised, would be beyond the Constitution?

Mr. RicuBeErG. No; I mean the powers here could be exercised
arbitrarily and be constitutionally valid or invalid depending on the
reasonableness or unreasonableness of the exercise of the powers,

Senator ConNaLLY. Let us see if this bill specifically grants the
Eowers which when exercised—I do not care how they are exercised,

ut if they are exercised under the grant of this bill and being so
exercised would be upconstitutional, why is not the bill unconsti-
tutional? )

Mr. RicuBERG. Because the bill does not have to be interpreted
so as to authorize such powers.

Senator CoNNALLY. It does not? You say this bill gives powers
which if exercised in a certain way would be unconstitutional.

Mr. RicaBeraG. There is no power that I know of that is given
which could not be exercised in an unconstitutional manner.

Senator ConNaLLY. If one does that he goes beyond the powers
that are given him.

Mr. Ricusere. That is it.

Senator ConnaLLy. That is not this bill at all. Any officer who is
given power to make an arrest, if he arrests a man the way the law
authorizes it, is not guilty of violating the Constitution, but if he
goes out and arrests a man when he has no right to arrest him—does
1t illegally, he is not actingf under authority of law. He is acting
ander his own arbitrary will,

Mr. RicuBERG. Yes, sir.

Senator ConNaLLy. What I am trying to do is to distinguish be-
tween that and your statement.

Mr. RicuserG. I feel under this bill, with the powers conferred
one step to another, those powers can be exercised in a constitutional
manner and accomplish the results sought, but at the same time I
say any tpower can be exercised in an unconstitutional and arbitrary
manner for the purpose, apparently, of accomplishing the result, but
which would amount to setting it aside.

Senator ConnaLLy. Well, we are just leaving this whole thing to the
man who is to be the manager.

Mr. RicuBErG. The Interstate Commerce Commission and every
commission you have established has faced this problem. You have
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set down a broad standard and the law says it is constitutional. The
words written in the Interstate Commerce Commission Act, ““just
and reasonable’—what does that mean?

Senator CoNNaLLY. That is administrative.

Senator BARKLEY. Any officer acting under this or any other
act may perform an unconstitutional act under color of the authority
he uses as a basis of his act, may he not?

Mr. RicuBeRG, Yes; but it is primarily the character of the act.
It has to carry only constitutional powers. .

Senator CoNnNALLY, Your argument a while ago about unconsti-
}ut}olna.l powers here is nothing more than a platitude on this or any

egislation.

Mr. RicuBeRG. I am sorry it i taken as a platitude.

Senator ConNaLLY. Do you think this is a high and good measure
and will help us out?

Mr. RicuBERG. I think it will.

Senator ConnaLrLy. Why do you limit it to two years?

Mr. RicuBERG. For the reason I stated. I think one of the most
beneficial features of this is its experimental character. Either it will
work or not work, one or the other. Of course it could be repealed at
the next session of Congress, or it could be extended and within the
two years at least the Congress of the United States will have an
opportunity to see whether this sort of machinery can work, and if it
does not, what corrections should be made in it.

May 1 say a word about the development of this particular bill,
because ther> were a multitude of counsellors in the preliminary stages.

Senator ConnarLy, Did each one get his ideas in?

Mr. RicHBERG. And as near as I could say, after two or three years
of labor of this magnitude of counsel, there was so much confusion
that it looked as though it was going to be impossible to get anything
in this en.ergency which was gravely necessary

Senator (iore. Do you mind taking into your confidence the
Men:bers of the Senate here? I suppose when you drafted this bill
you contemplated they would ultimately approve it. Can you tell
who participated in those conferences?

Mr. Ricuserc. As to the number of lpersons who particigated in
tl;osif conferences I have not that. I would say they were as the sands
of the sea.

Sen ator Gore, How many Senators and Congressmen were in that
group?

Mr. RicuBere. I would say within the last 2 years a large part
of the Members of both Houses have been brought into the conferences
of which I speak.

Senator Couzens. I would like to ask one practical business
question. 1 am not a lawver and I cannot enter into the discussion
of the constitutionality of these problems, but as a practical question,
the Lill provides for collective bargaining?

Mr. Ricuserg. Yes, sir.

Senator Couzens., And assume that the workers bargain with the
cement industry and, based on the conclusion of this agreement,
which the industry agrees to, the cement industry took a lot of con-
tracts for public work, and after it has been running on for 2 or
3 months, as the case might be, those workers who entered into
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" collective bargaining decided they wanted more wages. What
procedure would be taken under the act?

Mr. Ricusire. It would depend possibly on the method by which
they organized their collective bargaining. If they followed such
procedure as we have in the railroad industry, they would apply for
a change of contract and there would be conferences and consultation
over it, and it might be that the Government would aid in bringing
the parties to an understanding,

Senator Couzens. Might not that be too late? If & manufacturer
of cement makes a contract to sell a million barrels of cement and he
bases his contract on an agreement he has made with labor, and he
furnishes 200,000 or 300,000 barrels, and he has 700,000 or 800,000
more barrels to deliver, and going on, based on the collective bargain-
ing, what happens if labor changes its mind and wants more pay?

Mr. RicuBERG. They do not get it. ‘They have not the capacity
to put their hands into the till; but on the other hand, management
usually has the capacity to reduce their pay.

Senator Couzens. Well, management could not reduce the ])a
under the act, because management would have its license canceled.
You wsnt to have him tied up so that he will have to do what he
agreed to do. Now, what about labor? If it wants to change its
contract, what can happen if it insists on changing the contract?

Mr. RicuBerG. In the first place you have gone beyond my thought
of licensing, but I would like to include in the licensinﬁ the thought
of protecting the wage earner and working conditions; then you could
provide the reciprocity between the management guaranteeing to
furnish the work and the workers agreeing to work. I suppose there
is no objection to that at all. ) .

Senator Couzens. I want to confine this to a million barrel con-
tract, in which the manufacturer agrees to employ 1,000 men to pro-
duce this million barrels of cement, and he goes on and produces a
quarter of it, and in the midst of his contract—it is not a question
whether he has got any more labor or not—but labor says they want
more pay. What is his recourse?

Mr. RicaBerG. Do you mean they threaten to strike?

Senator Couzexs. Oh, no; they may go to the management and .
say, “We want a dollar a day more and if we do not get it we are
going to strike”. What then? I mean these are practical questions.

Mr. RicuBiErGg. They are practical in one sense and in another
sense it is & question whether they are, because as a matter of fact that
is not a difficulty that has arisen in labor relations. . You may not
expect to find broken contracts with responsible labor organizations.

Senator Couzexs. You are going back to labor organizations.
I anl: talkirg about this collective bargaining agreement mentioned
in the act.

Mr. RicuBerG. Which must be by labor or{;anizationg.

Senator Couzens, Oh, no. It may be a plant organization or an
organization in some plant.in the country where they produce cement.
They may have a get-together of 1,000 men who do not belong to any
brotierhood such as the machinists, or anything of that kind. They
make a collective agreement with the management of this plant to
produce a thousand barrels of cement. It is true they had negotia-
tors, but they do not belong to any union. In the midst of the.execu-
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tion of th;t. contract, what happens if labor says they will not work -
any more

r. RiceBERG. It seems to me you have stated a wholly one-sided
contract and asked my opinion on it. 1 do not see that the manu-
facturer in your statement has guaranteed the workers anything. He
has not guaranteed them any work and hes not given them anK
assurance. He just says, “If you work for me I will pay you so mue
money.

Senator Couzens. You get off the track again. I am still sticking
to the statement that a man has a contract for a million barrels of
cement and he gives them work for that.

Mr. RicaBerG. He may promise them work for a day at $4 a day.

Senator Couzens. He may promise them work every day at $4 a
day until he produces this million barrels. That is a substantial
agreement. In the middle of that work, labor says “We want an
increase.”” What is the recourse?

Mr. RicaBERG. I do not think you can have any recourse if you
do not have dealings between responsible organizations. The minute
I suggested responsible organizations you suggested you just had a
plant organization. .

Senator Couzens. You cannot organize these men all over the
country, cement laborers, in one group, and common labor. Today
you have no national organization of common labor. You have no
national organization of cement workers, and there are scores and
scores of activities where there are no organized labor representatives.
I am talking about the realities.

Mr. RicaiBeErG. What is there that will embarrass the manufacturer
under the kind of circumstances you mentioned, where we have
millions of men out of work and the employees come to him and say
“We want hkigher wages’? I do not see what embarrasses the man-
agement,

Senator Couzens. I know it is not, but what if a situation arose
within the next two years where there was a limited territory and a
limited amount of labor.

Mr. RicuBERG. I hope such condition will arise within the next
. 2 years, but I do not see how it will.

Senator Couzens. Well, it may arise in one small community.
Maybe I am rather theoretical. )

Mr. RicuBeRrG. I think you are rather theoretical.

Senator Lo FoLLerTE. Do you regard the program as outlined
under the title 11 there as adequate?

Mr. RicaBeRrG. Personally, I would prefer & much larger amount.
That is my personal opinion.

Senator Lo FoLLerTE. How much?

Mr. RicuBErG. I would have said all the money which could be
expended for projects which would be of public service, that would
be really of benefit to the public service. That is a definite limita-
tion, because it takes up so much time to determine projects, to have
them blueprinted, to get men to work. ‘

Senator CLARK. Is it your idea it ought to be without any limita-
tion as to amount? . L

Mr. RicuBErG. I would have been glad to see it without limitation
or twice this amount if it were thought the money could be expended
beneficially. What made the limitation, as I understand, was the
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question of raising the servicing charge so as to have enough money
by new taxation to meet interest on bonds and sinking fund and in
order to meet that, it was the recommendation of the Treasurer that
there should be thig tax of approximately $200,000,000 or $220,000,000
and on that basis this $3,300,000,000 fitted in as the appropriate figure
on the other side.

Senator La FoLLETTE. Do you believe the program should be
large enough and carried on far enough to bring about economic reper-
cussions?

Mr. RicaBERrG. I beliove 2 maximum program with maximum
speed is what we need, the largif,st amount of contracts we can put
into effect in the shortest possible time. I do not think that would
be money wasted.

Senator BArkLEY. It is obvious that lawyers sometimes pick out
technical things in a bill that may not work out in practice, but I
notice under this bill the President is authorized “after due notice
to require any business enterprise ’—that is the language of the act—
engaged in interstate commerce or engaged in any business affecting
interstate commerce, to be licensed. That is not limited to inter-
state commerce. It would include wholesale (frocers, or any business,

Mr. RicuBerG. That is, anything that is distributed.

Senator BArRkLEY. And it would require license on the part of the
wholesale groceryman if he sold a little goods across a State line., Is
it necessary to go that far? If business ever revives and men are given
work, wholesale 