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CHAPTER I
INTRODUCTION

The increased industrial activity in the United States
which is brought about through a re-armament program, due
to war or threats of war, brings with it a number of
critical questions., One of the most important of these
questions concerns allocation of manpower resources with
resulting impact upon wages.

In an econony already operating at peak levels of
production and employment, how much "give" is there in a
labor force to meet the demands of an emergency? Care-
ful plans have to be made to conceive the resources of
skilled manpower because the strength lles in the gkill
and productivity of its labor force, rather than in
sheer nnnbera.l

In this century, the United States has been faced
with national emergencies such as war or near war at

least four times. Beginning with World War I, World Var

1w1111an C., Ferguson, "An Analysis of the Wage
Stabilization Board's Criteria in Wage Determination,"
Bureau of Labor and lManagement, State University of Iowa,

1955 p. 5.



II, the Korean Wer, and now the View Nam Conflict,
the American economy has had to adjust its ways of
thinking and its actions to meet these emergencies.

In August, 1950, the labor force totaled over 65
million with 13 million in the armed forces and 65
million in the civillan labor force.”> The consumer
demand gtill reflected mainly production for the civile
ian economy of automobiles, houses,; and a great vari-
ety of other civilian goods and services. The expanded
defense program called for an increase in the size of
the armed forces and, at the same time, for a sharp ex-
pansion in the production of aireraft, tanks, and other
types of equipment and supplies. To fill this need for
greater manpower there was room for reduction in the
number of unemployed from the August level of 2% mile
lion, but the major manpower reguirements had to be met
by a shift of some of the 62 million already employed.

The most important sources of menpower for staffe
ing defense plants consisted of workers then on the job.
In some Aindustries, they were automatically available

21; 4 ;
Labor Supply Aspect of lMobilization," Monthly
Labor Review, November, 1950, pp. 564-567.
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for the expanding war effort, Nany workers employed
in trade and service industries or engaged in small
urainul businesses were attracted by the relatively
higher wage structure in the expanding war industries.
At this time alone, there were 75,000 collective
bargaining agreements in force, and more than 12,000
of these were re-negotiated each year, In nearly svery
instance when agreements between unions and employers _
were renewed, wages were an lssue, and when the parties
falled to agree, wages were the most frequent source of
disagreement.

Ihe Nature of the Study
Over the years, unions have become powerful instie

tutions in the American coonm.a These organizations
have grown rapidly in size and have extended their juris-
diction to include virtually all of the mass production
industries in the nation. They are now extending into
the area of white collar workers and even the teaching
field, Unions have not only increased thelr membership

3wa.1ter L. Daykin, "Financial Regulations of Unions
~ Under the Taft Hartley Act,™ Bureau of lLabor and Managee
ment, State University of Iowa, 1950, p. 21.
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but, because of the forces of the soclal and economic
environments, they have begun to assume the form of
industry-wide organizations. Since thls union growth
is s0 great and continued and because labor unrest is
most prevalent during national emergencies, there is
a definite need to protect public welfare and safety.
There are very few activities affecting wages,
hours, and conditions of employment, either directly
or indirectly, that are not consgidered bargainable
issues in tha field of eollective bargaining. This
increased power of ﬂnlem has permitted these organie
zations %o aoid to a degree, the attitudes of members
and, consequently, to regulate the lives of m&.lllm.“
One of the most critical questions in recent years
has been whethexr collective wage determination can be
compatible with the national ob.ﬁsun of maintalning
full productivity with a stable general level of prices.

The Need for the Study ,
A clear understanding of the economic implications

of the various wage arguments will often discourage ex-
travagant and unwarranted claims, This will help to

“Ibid., p. 27.
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produce a meeting of the minds and prevent disputes
leading to work stoppages, strikes, and lockouts. A
olear understanding of these wage implications and
thelr operations will help to prevent inflation, and
will aild in the effective prosecution of war. It will
assist in the proper allocation of resources, or
assist in any other emergency. It is the purpose of
this thesls to discuss and analyze the policles of the
Wage Control Boards, their composition, Jurisdiction,
sanctions, and the principles established in dealing
with these emergency adjustments, partiocularly with
respeot to wages.

co of' e 8

Because of the educational background and experien~-
ces of the writer, and for the interest of the readers,
this report shall be limited to the emergency situations
which are commonly referred t0 as World War I, World War
I1, and the Korean War., Sinece the Viet Nam "Situation™
is not a declared war but resulted in a tremendous im~
pact upon the American economy, & portion will be
included.



This thesls is a Mamical research project, in
which the method of reflective thinking hags been appihd
to the problem of wage controls, aided by the -discovery -
of past trends of events, facts, and attitudes. It
attempts to trace lines of development .-in human thought
and action, under an emergency situation, in order to
indicate some concrete form of social and economie
activity, ! ' |

s The material in this maia is found in large mease
ure in published documents of the various government
departments. Especially prodmstiw and valuable natere
lals were found in the Monthly Libor Boview of Sha _
Bureau of Labor Statistics, The National Income Supple=
ment to the m: of Current Business, and the many '
Congressional Kecords and pamphlets of related materials
from the Government Printing Office. Some very fine
texthooks tml the subject ana many newspapers and maga-
zines were nﬂ.lt-snd. |



CHAPTER II
| WAR ECONOHY AND THE RATIONALE OF NATIONAL WAGE
CONTROL BOARDS

During the years that followsd the end of World
War II in August; 1945, the people of the United .
States, as well as othaﬁ- free peoples of the world,
became increasingly aware of the menace of communist
aggression. The cuplmtié conflicts that occurred
chiefly in the United Nations Organization and that
came to be known as the "éom War® were suddenly sup-
'plmnted. by opin genilict through the invasion of
South Korea in June, 1950, by North Korean communists,
This a;:paraﬁﬁl_r m:.m oonf'i!.at in a small country af
- distant Asla, nevertheless, made clear, Af the Mr |
had mﬁt been apparent before, t;iut 'adjustmt_s for adew-
guate military defense -by 31.1. free people were necessary
Af they were to mﬂw communist aggression.

Any period in which all industry is highly geared
for defense production puts a considerable strain on the
economy. In such an emergency, tl_ze econony may be unable



to produce a sufficlant amount for defense and at the
same time satisfy the demand for both consumer goods
and services. This 1s true because the demand for
both investment spending and consumer goods will ine
crease as a result of increased income brought about
through defense spending. Once the economy has
reached a full-employment position, continued defense
spending will cause inflation which, if permitted to
continue, will hamper the war effort.

tr Mater

As price and profites rise in the private sector
of the economy, capital goods producers will bid against
defense goods producers for the necessary factors of
production.’ This will increase the cost of defense pro=-
duction, and the cost of war., In such an event, 1t bee y
comes essential for the govermmeni to set up seme type
of comtrolled materials plan, such as that installed
during both World War II and the Korean Confliet, which
allocated the necessary resources for defense production.

In effect, the controlled materials plan gives the
defense producers a high priority in the purchase of de-

fense materials so that the war effort will not be hampered.



Even a controlled materials plan does not prevent
inflation. Although it may assure the defense producers
& Tirst priority, it does not prevent the suppliers from
charging everyone higher prices, including defense proe-
ducers. There iz nothing to prwent‘ non-defense pro-
ducers from bi&élng against each other for the factors
of production, thereby driving prices upward. If the
resulting inflationary gap is large and exerts strong
pressures on the price level, it may be necessary to
adopt price and wage controls in addition to other
economic controls, in order to check inflation and facile
itafe wa; production.

in industry; wages are an important ceost of pro=
duction item. To the working forces, wages are the most
gource of inceme, Everyone in the entire economy is af=
Tected one way or another by wages. During normal times,
wages may be determined through the channels of collective
bargaining, with the ever present threat of strikes. Dure
ing emergencies, such as wars, it is imperative that
there should be uninterrupted production. In order to
2id the collective bargaining proceduroaf and facilitate

continued war production, it may become necessary for
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the government to institute wage controls. Both price
and wage controls were used in World War II and the
Korean War.

Although the Wage Stabilization Beard represents
somewhat of a setback for wage and price controls, such
guideposte are still a very important part of our overe
all economic mobilization plans under the Office of
Civil and Defense Mobilization. This office has drafted
and published a national plan for civil and defense mo=-
bilization in the event of future emergencies. The plan
contains measures for both a limited or general war.
Among other things, the plan includes the essential
"direct” controls to stabilize prices, wages, salaries,
and rents ag well as rationing of basic consumer goods.
In the event of a military attack on the United States,
the plan calls for an immediate "freeze" of prices,
wages, salaries, and rents.

Although most of the anti-inflationary wage controls
are included in the Office of Civil and Defemse Mobili~-
zation plans, a special board or committee may well be
necessary, in a war situation, to look out for the
specific interest of labor, management, and the public.
The tri-partite principle established in the National
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Labor Conference Board and upheld in the succeeding

boards may become a primary prerequisite for smooth
and continued war-time production without "strikes,

stoppages and lockouts,"



CHAPTER III

HISTORICAL BACKGROUND

ar Labor Conference Board World Wa

Many labor difficulties, which impede war produce
tion marked the early period of the United States'
participation in World War I, This was accompanied by
a lack of centralized policy and responsibility in
dealing with labor problems. There were inconsisten-
cies in the labor policles of different bureaus of the
same department.

Labor allocation in accordance with predetermined
requirements was not possible. The great demand for
labor in war industries and the diversity of wage
rates for skilled labor stimulated "pirating” and con-
stant shifting of workers. Population shifting resulted
in congestion and inadequate housing; living costs in

I“The National War Labor Board," %&oun No., 287,
U. 8. Department of lLabor, Bureau of 8 sties,
December, 1921, Chapters le4.
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many instances rose faster than wages. This situation
brought general labor unrest, an inorease in strikes
and a threat to vital war production.

The need for industrial stabllity was widely recog-
nized since successful prosecution of the war effort
required harmonious industrial relations. On April 8,
1918, President Woodrow Wilson, by fermal proclamation,
approved the appointments made by the War Labor Confer-
ence Board and made public its authority. With this
step, a code of industrial r.htim law, which became
the basls for disputes sittinmt. was born.,

The National War Labor Conference Board's chief
executive officer was 1ts secretary. The organization
consisted of six departments, each having subordinate
divisions. The Board was conceived originally as both
a mediation a.ud an arbitration agency. In practice,
however, 1t functioned largely in the latter capacity.

Cases came to the Board by these methods: (1) by
appeal from the decisions of other boards, (2) by ref-
erence from other agencies, and (3) by direct cmplaint.a
of the direct complaint cases under the Beard's

21pid., p. 22.
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Jurisdiction there were joint submission cases, where ...
both parties agreed that the issue be arblitrated '

the Board. The Board was bound to render a declsion
and the award was binding. There were also ex-parte
¢ases in which one of the parties refused to submit to
arbitration. The Board's declsions here were only
recommendatory and not_uulnns.

Wages constituted the major issue coming before
the Board, being involved in mere than half the cases.-
With respect to wages, two oriteria were outstanding:
(1) comparative wages, and (2) the living wage, which
included the cost of living and the minimum budget.

The Board néver estadlished a prineiple of what should
senstitute a living wage but, in specific cases, it did
cst&bmm wage rates, It is not pon!tblo to

make a complete test of the eriteria used becsuse the
Board often falled to state the reasons for its deeisions.
However, it is pnul.';i-. by studying some of the deci-
glons, to establish certain principles. In the Moulders'
Case relative to mpﬁ:‘aﬁlﬂ wages, involving employers
in Ridgeway, Pennasylvania, the Beoard stated:

J1pid., p. 23
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The situation in the locallty as
regards living conditicns, indus~
tryy ete., is practically on a par
with Waynesborpo; and we have there-
fore fixed the same rate for mould-
ers in this case as was fixed in the
wmsgero award, namely 65 cénts per

 The board remarked eoncerning industry practice,
in the Boston Case, where rates were raised from 373
cents to 48 cents per hour: '

The increase is substantial but falr.
It is reguired by the increase in the
cost of living and brings the wage in
Boston only up to & parity with wages
of motormen and conductors in other
eities of similar importance, where
the cost of living is at mg, not
higher thamn it is in Boston.-

In the Corn Products Refining Company Case, the

impetus was given the job oulmtim.é

The board stress-
ed the necessity for the grading of positions on the
bagis of duties and responsibilities in order to lay a
foundation for equitable awards. In the Worthington

Pump and Machinery Corporation Case, the Board

b1v1d., p. 275.

Stpid., p. 92.

61bid., p. 184,
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encouraged shift differentials because of the undesire
ability and greater strain of night work.'

The board comsistently rejected "ability o pay®
as a oriticism. William H. Taft, in one opinien,
stated:

The National War Labor Board ... has
held that the financial condition

of the company 1s not a factor in
determining what a falr rate of 8
is on a joint submission like this,

These oriteria, (1) comparative wage m{%;»-thoe
living wage, including cost of living and ninimum rate,

served as a basis for work of the National War Confer-
ence Poard of World War I and as a precedent for all

future boards.

The National Defénse Mediation Board was oreated
in the office of Emergency Management by executive
order on March 19, 1941, The function of this board
was contained in the last statement of the President's
executive order creating it. It was "to avold strikes,

stoppages and lockouts." This objective was pursued

7;!&1_., p. 220,

B;b&dt' pt 91'
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directly by the preventive technique of furthering
sound collective bargaining, assuming that an agreement
willingly reached is more enduring than one prompted
by influence of any kind, This was a tripartite board
composed of eleven members of which three were from the
public, four from the employees and four from the
employers.

Situations arose in four cases that necessitated
the President's intervention. The first case was that
desling with North American Aviation, Incorporated,
where the union called a strike during mediation in
violation of an agreement with the board,”

The next case was that of Alr Assocliates, mﬂrpol’lh‘p‘
This company refused to accept the Board's recommenda-~

tions, and the plants of both companies were taken over
by the Army. The Federal Shipbuilding and Drydock
Company also rejected the Board's recommendation and was
the third and final company to be selzed, this time by
the Navy. ' The fourth cese was the short but critical

Inational Defense Mediation Board, Heport, Volume 1,
Section 23, U. 8. Bureau of Labor Statistics, U. 8.
Department of Laber, 1955, P. 714,

Orpaa.
Ying.
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strike in the Captive Coal Mines.)? The president
supported the board in refusing a union shop clause,
The eventuality of compulsion, taking over the plants
by the Army and the Navy, necessarily formed a back-
ground for all of the board's work. However, many
efforts were tried to promote a workable agreement
between the parties because only then could the full
productive capacity of industry be released.

In the cases certified to the Board in the first
six nonths, approximately three~fourths of them ine
volved a demand with respect to lmsu.n The board
was reluctant to recommend rates of pay. It had little
occasion to comsider the relevancy of a ilﬂng wage as
a criterion for fixing wage rates. The number of cases
gsettled by an agreement seems to indicate that the poor
financial condition of the employer might lessen the
pressure for a solution which would otherwise seem ap~
propriate. In the North American Aviation case, the
Board was instrumental in ralsing the general wage

121!1 1
13pbraham L. Gitlow, Wag O O

j_%m (New York:
P. ]
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level.™ 1t argusd adout the large profits of the

industry and pointed out that the present minimum was
much lower than in the body and the motor plants of

the automoblile industry. The panel admitted that the
wages at North American were not substantially out of
line with those of other west coast aviation plants,
but it belleved that in view of the enormous importance
of alrplanes in National Defense, the wage level in
this comparatively new industry should be brought to
the level of wages in the more highly pald industries
with which airplanes were comparable, such as steel and
motors. The panel felt that the wage should be such as
to attract and hold the best workers in the area.

The governmment authorities brought pressure upon
employers and employees for uniform wage standards and
abolition of strikes. The completion of plans for stable
1ization of labor relations in the shipbuilding industry
through the adoption of the Master Agreements by regions,
according to Chalrman Dykstra of the National Defense
Mediation Board, marked one of the most lmportant steps
in the history of labor relations in the United States.

lh'm.. p. 120.
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This agreement was accepted and put into effect through=
out the entire industry with the exception of the
Bethleham Steel Company's plants. The Board considered
its recommendations that Bethleham Steel become a party
to the Masters Agreement as an appropriate measure to
further the interest of the Federal Government in seours=
ing wniformity and stabllity.

The work of ‘the National Defense Medlation Board
elearly shows that the ﬁmd did not operate under forme
ulated prineiples and that its disposition of one case
did not serve as a pro_eaaont in another., There was even
a resolution by the board tq that effect. The princle
ples of tripartite ropmgamtatlm used by the Board
ralled to functien satisfactorily. The Board members
representing the Congress of Industrial Organizations
(CI0) resigned as a result of the decision in the Captive
coal. iss.no .Caa§ and, although the President refused to .
accept thelr .renimt!.m. this was the end of the work
of this Board. The failure of this Beard was due te
seversl msjor defects. First, 1t was given a dispute-

. settling function with insuffiecient original power,
a“m; the board did not establish a polley as a guide
in settling disputes. Third, the board's persomnel
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seemed well sulted to carry out investigative and recom=-
mendatory, but not mediatory functions. Fourth, board
members tried to carry on their regular duties in addi-
tion to serving on the Beard."s

On Jenuary 12, 1942, the President of the United
States, as a result of war and fallure of the Medlation
Board created,by executive order, the National War Labor
Board.®* This new Board took over not only all of the un-
finlshed work of the Nediation Board, but accepted as a
basis for its work these same principles of tripartite
representation,

This Board was composed of twelve members appolnted
by the Fresident. Twenty-four assoclate members (panel)
were appointed and authorized to asct as mediators in any
labor dispute pursuant to the directlon of the Board.
The chairman might refer any case o one Or more asso-
clate members (panel) wheo should then proceed Uo mediate
1t in accordsnce with the rules of procedure prescribed

lsm- ® p- m.

! . to the
See Appendix - Executive Orders Relating
Naticnal War Labor Board.
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by the Board. [Each member was allowed one vote and
the majority rule prevalled always, but all decisions
of the panel were subject to appeal to the Board.

In succeeding to the duties of the eleven-member
National Defense Mediation Board, the twelve-member
National War Labor Board cccupled a stronger position
than ites predecessor in these chiel respecis:

1) The new Board had behind it an employer-union
pledge against work utma. uﬁrm. the
old Board had found it necessary to request
continuation or resumption of work pursuant
to a statement in an executive order that it
was the duty of all parties to refrain from
interruption ofproduction.

2) The new Board was directed to settle disputes
by prescribing arbitration; the old Board was
enpowered merely to use arbitration with con-
gent of the parties.

3) The new Board was directed to make final de~
termination of disputes; the old Board had been
authorized to make every reasonable effort to
settle disputes and, Af successful, to make
findings and recommendations.
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%) The new Board could take jurisdiction of di-
sputes on its own initiative; under the pre-
vious procedure, certification by the Secretary
of Labor was a prerequisite.

The executive order by which the National War Labor
Board was created made it clear that the effect of the
dispute upon the war effort and not the subject matter
of the dispute was to be the criterion which determined
the Board's jurisdiction. The executive order stated
that there should be no interruption of any work which
contributed to the effective prosecution of the war,

At first, this was interpreted as glving the Beard jurise-
diction only over those cases affecting the production
of war material, but the Board gradually extended its
powers to include all large industries. A threatened
strike by all unions mgainst a large employing firm
which did not produce war material nor have any governe
nent contracts was held to be a labor dispute within the
Jurigdiction of the Board because of the possible re-
percussions in war Mustrul.u

léﬂur Laber Reports, Volume 1, p. 280 (The Montgomery
Vard Company Case).
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Whatever doubt may have existed on the question
of whether the War labor Board was a species of "Supreme
Court of Labor Relations" was largely destroyed by
three developments, The Toledo; Peoria, and Western
Rallroad Company defied the Board's order to arbitrate
and the President immediatély seized the company. Also,
some employers were forced to sign suggested agreements,
to which they had objected, om the grounds that it might
render them liable to prosecution under antitrust laws.
Agalin, the Board recommended the discharge of a union
leader who had participated in a slowdown and a strike.

The lNatlonal Labor Helations Board often came into
conlict with the National War Labor Board. The deci~-
sions of the latter were always final in cases relating
to the successful prosecution of the war, whether said
cases concerned labor, transportation or production. Om
Ootober 3, 1942, by n.‘n executive order, the President
gave Jurisdiction to the Board over wages and salaries.®

In the Postal Telegraph Company Case, the Board
unanimously refused to take jJurisdictlion because of a
binding eontract that could be altered only with the

L=
See Appendix B - Providing for the Stabilizatlion
of the National Eeonomy.
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mitual consent of tho' purttcs.]'? The Bomrd consise
tently followed this primeiple in dealing with cone
tracts in force. After the Board took Jurisdiction,
it could use mediatiom, voluntary arbitration, or
compulsory arbitration end was empowered teo settle
the dispute.

The Board had two vital powers: (1) 4t could
withhold contracts or it could emforce ilts priority
rulings end (2) it could seigs plants or make final
dispogition of disputes. These were negative sanctions
and piac.ed the Beard in & very difficult position; the
duty of the Board was to see that there was no inter-
ruption of work on war products, }

The summary character of sanstions which might be
applicd was described in general terms in the Board's
first deeision.l® A mumber of fishing boat owners
had at first refused to comply with the Board's order
to resume operations pending a declsion on the merits
of the case. The Board sald:

1751-’4& s p. B83. (Postal Telegraph Company case)

lamw Relations Reporter (Federated Fishing
Boats), Volume 94 PP. 9.
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Unless the employers involved 0111
with the decisions of the Nationa

War Labor Board, their defiance of
sald board must be repudiated by all
patriotic Americans and challenged
by whatever forces of government 7
be necessary to obtain compliance

The Beard also stated in the Federal Shipbuilding and
Dry Dock Case:

This challenge is directed not so
much to this board as to the powers
of the Chief Executive of a demoera=-
cy and the Commander-in~Chief of the
Army and Navy in the midst of total
war, Our Congress, our courts, and
our history make the answer that our
demooracy can make war teo
save our democoracy.

With these negative sanctions, namely, withholding con-
tracts, teking over plants, and enforeing priority rule
ings, the Board met its problems with varying degrees
of suecess.

It was inevitable that wages would furnish the most
gerions problem over which the Board would be called upon
to establish prineiples. Much of the success of manage=
ment depends upon the accuracy with which wages are ad-
justed to the performance and duties of workers, and 1%

91m1a.
201144,, (Federal Shipbuilding and Drydock Company
Case) Volume 10, p. 339.
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is the greatest single rfastor in the purchasing power
which represents consumer demand. This Board, unlike
it's predecessor, formmlated definite prineiples en
the question of wages. In ome particular case, that
of Little 3teel, the cost of living was the Board's
determining fastor in granting a wage uurmo.a The
panel favered the proposed dollar-a-day imerease, on
the grounds of the company's ebility to pay, but the
Board granted only forty-four cents a day lnoros‘n to
keep pace with the rieing cost of living. '
In other cases, the prefits of the companies in-
volved, or thelr ability to pay, was the deciding fao~
tor favoring a wage increase. A few cases determined
by the Board on the basis of profits followi®2 In the
Morse Twist Drill and Machine Company Case an increase
of nine cents an hour was granted; in the Intermational
Harvester Company Case, the 25,000 workers were granted
a four and one~half cents an hour increase; for the
same reason, a twenty-five cents a day increase was
allowed the employees of the St. Louls Smelting Divi-
sion and Refining Company, and the Ranger Alreraft

21; bor Relations Reporter; pp. 324325,
221004,



Engineers Division was ordered to make an upward ade
justment of ten cents an hour. '

The ability to pay was not the determining face
tor however, when wages needed to be equalized. The
Board granted a wage increase in two caset in which
the employers maintained that they were unable to meet
such inereased costs. The equalizing wage was granted,
nevertheless, in both instances to prevent excessive
labor turnover. One of the employers who had been
operating at a low for twelve years was alse directed
to grant a wage increase. This increase was granted
to prevent loss of ekilled workmen in a fleld that had
been deemed an gsuntial aotivity by the Office of
Defenge Transportation. This office was then asked
to do what it could to provide more business for the
upley-ars. gL

The National War Labor Board consistently granted
rate increases in order to unify wage standards within
definite eeménu areas. Where a union sought a wage
\norease based on the poliey of unifying standards within
the industry and the employer based his opposition to the
@Mmma“ﬂnﬁwwﬁ%mtmwm
equilibrium as among the different wnions with which



29

he dealt, the Board chose to suppert the company's
position. The reason was that the unsettling of the
equilibrium would be apt to interfere with production.

The Board narrowed the North-South differential
in the plants of the Alumimunm Company of America and
ordered night shift bonuses for 1ts Kemsington,
Permsylvania plant.?? It was the poliey of the Boara
to grant wage incresses whenever and wherever possible,
based on the company's abllity to pay and to keep pace
with the rising cost of living. The Board believed
that the increased purchasing power; with its inflae
tiomary tendences, should be drained off or comtrolled
through other agenecles.

Te provide for the stabilization of the national
economy, m'ﬂuﬁt&u order 'na issued October 3, 1942,
establishing the Office of Bconomic Stabilization. The
War Labor Board seuld mot spprove any increas¢ in wage
rates prevailing on September 15, 1942, unless such in-
g;m¢3 were necessary to correct maladjustments or ine
equalities, to eliminate sub-gtandards of living, to
gorrect gross inmequalities, or to ald in the effective

prosgcution of the war.

nmg.. p. 7
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The Board made two important decisions, one sete
tling the dispute between the Breeze Corperatien,
Incorporated, and the Unlted Automobile Workers, CIO,
and the other dispute was between the Chase Brass
and Copper Company and the International Assoclation
of Machinists, LFL.“ Orders providing for standar-
dizing wage rates in each of these twe plants were
deslgned to make sure that workers sitting side-by-
glde and doing the same work with the same skill re-
ceived the same pay. The Board was left a wide range
in which to work when the President lssued the order
of October 3, 1942, stabilizing the natiomal economy.

Perhaps the na?&tun advantege that the War Laber
Board had was that the Natiemal Defense Mediatien
Board had explored many of the problems and this served
as & basis for the War labor Board's work and for the

work of fubure boards.

The invasion of South EKorea by the North Korean
Communists on June 24, 1950, brought war, war brought
inflation, and inflation eventually brought wage and

2h1p3d., p. 179
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price comtrols. Like the war, which nobody wanted,
the stabilization program was unsatisfactory to
everyane concerned, including those whe did the
subinsins.%

The machinery rfor the economic stabllization of
the country was set in motiom as soon ag President
Trumen signed the Defense Productiom Act. W, Stuart
Synington was named as defemse soordinator to adminise
ter all controls, defense production, expansien and
ecenomic mobilization. _

On September 9, 1950, mmian-.- Trumen issued
executive order 10161 establishing the Wage Stablili-
gatlon Board. A section of Part IV of the order reads:

There shall be in the T &
Wage Stabilization con=

of nine members who shall
be appeinted by the President.
ekt stat1"be sop-ssatiasive

inted repre

of Labor, and three shall be rep-
regentative of Business and Indus-
try. Ome of the three menbers reps
resenting the public to be
designated by the President, shall
be chairman of the Board. The Wege
Stabilization Bosrd shall make rec-
ommendations to the Administration

(New Xorlk:
1961)y p. 195.



regarding the plamning and de-
velopnent of Wage Stabilization
policies and shall orm such
further functions with respect to
Vage Stabllization a5 may be de-
termined by the Administration 4
after commultation with the Board.

The tripartite Board met and, during the follow-
ing weeks, worked to develop a wage stabilization
policy. The Bpard held publiec hearings at which
labor and nanagement representatives expressed their
view polnts. By the terms of the executive order,
1016L, the Board was only advisory. . The Beard mem-
bers, howevery felt very strongly that they should
make and adnuhur polieys subject only to the final
approval of the President. Difficulties such as this
culminated in the resignation of Economic Stablilizer,
Alan Valantine, who was succeeded by Eric Jehnston,
During this period, the Board was limited to a stabi-
lization function. In this respest, its functions were
just the opposite of the War laber Beard during World
War II, which had begun with a dispute-settling funetion.

26D1|spnte Functions of Wage Stabilization Board,

Hearings Before A Sub-Committee on the Committee of
Bducation and Labor, "_:_" 0l HEepresentse : gg gr-

gress, lst Sesslon Purs
June 15, 1951, pp. 7374
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The early days of the Board were marked by a high
degree of conocurrence among its nine members. The
Board's official statement was an unanimous expres-
sion of the Board's opinion. It recognized that wage
controls have a partial role to play in curbing infla-
tiom in the tendency for consumer purchasing power to
increase more rapidly than the supply of consumer goods
and services.
Thisz wmanimity was short-lived. Organized labor
soon voiced its disapprovel of Regulation No. 6
{General Wage Regulation No. 6 of the Wage Stabliliza~
tion Board). It stated:
These policles are designed to
gorrect ties as have arlsen
because of disparities between
increases in wages and salaries
and the inoreases in the coat of
living since Januwary 15, 1950, er

which may subsequently arise dur«
ing the 4od covered by this

policy.=f
At the very start, labor was allowed to even up
wages at 10 per cent above the January, 1950, level,
supplementary benefits, pay for holidays and vacations
negotiated after february 27, were offset against the
permissible 10 per cemt.

27aatlows gp. oit.¢ pp. 183-184.
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The basls for this new poliey seems to have been:
"Let Prices Spur Produstion." There was a gemeral
feeling that shert of war, neither laber, business
nor the farmer would live with a rigid ceiling en
their wages. The administration's plan was to concene
trate on maximum produstion rather than to hold the
line. Eric Jomsten said: "Regulation of prices and
wages must be flexible te stimulate produstion.”

Cyrus Ching stated: "Regulated wage inoreases are
better tham strikes.® Certain White House Advisors
sald: ‘“Manipulate prices in such a way as to dis~
sourage non-essential output, give incentive to
oamua.lu.'zs ' :

To settle the dispute following Regulation 6, the
President established a seventeen-member Advisory
Board with Chief Nobilizer Charles E. Wilsom as Chaire
man. On April 21, 1951, the Wage Stabllization Board
became an eighteen-member tripartite Board with limited
ddspute-settlement functions.

The Board could hear disputes in only two situa-
tioms. First, in a given case, when parties agree

2810t Prices Spur Production,” Business Week,
February 3, 1951+ p. 21.
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Jointly to submit theilr disputes to the Boerd for
recommendations or deeisioms, the Board could accept
or reject the case. It had no authority to intere
vene in any case upon its own motion. Second, the
President could refer to the Eoard a dispute that
substantially threatened the progress of national
defense. The Board could then make investigations
and recommend equitable terms of settlement.

n May 8, 1951, the Board resumed its Tumction-
ing with George W. Taylor sueceeding Cyrus Ching as
Chatrman. In September; 1951, Georse W. Taylor was
succeeded by Nathan Feinsinger. When the Board was
reconstituted by the Defense Production Act in 1952,
the Chairman wag Archibald Cox. President Truman
over-ruled the Board in the Bituminous Coal Case and
Cox resigned to be succeeded by Charles C.

K411 4ngeworth. 27 |

The recenstituted Beard, shorm of Jurisdiction
over labor disputes, made a strong attempt to maintain
the wage stabilization program in the coal case. The
President's over-ruling the Board's declsion cast

" 29yew York Times, December 5, 1952, Bditorial.
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considerable doudbt upen the Board's future 1ife and
euthority. The end came in early February, 1953, when
Fresident Eisenmhower ended the Board's life by
executive erd-r-.’o

The Hatiomal Wage Stabilization Board faced many
problems not faced by previous boards. First of all,
there was the imminent wage and price inerease in
eteel, Big steel had sald that an inocrease of rirfteen
cents an hour for steel workers would necessitate §$10,00
a ton-increase in prices. The ste2]l union's increased
wages had established a new wage level for mass produce
tion employees with other unlons then wanting as much
or more. Within a matter of menths, the rise in steel
prices had been i-cr:mm in higher prices for consumer
goods, Unions were pushed to make up that loss in real
wages resulting from & rising cost-of-living. Cost-of=-
living contracts were the m.n The General MNotoras
Automatic Wage adjustment formula was copled widely and

covered more than a million mhra.sz

30:4 t30w., op. oit.. p. 188.
ncmal Wege Regulation, No. 8, p. 42.

”M. December 2, 1950, p. 106.
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The peculiarity of the Korean "inecldent® created
e most complicated situation. There was mo all out
war and the apparent sight of vistery in 1951 toek
the urgency out of mobilization and made the Federal
Government hesitate to press labor, the farmer, the
buginessman, or the taxpayer too hard. Prices, how-
ever, continued to rise; the builtein cost-of-living
clauses in many contracts kept wages inecreasing. The
stabllization program hed been designed te close the
gap between supply and demand, and to keep prices and
wages gteady. There were two ways that this could
have been soqmnshuu (1) people could have spent
less, elther because the momey was kept or was taken
out of their hands, or (2) because willingly or un-
willingly they saved more, It was the Job of the anti-
mntampremtemthtmmmumwm
¢irst method rather than the secend.”’

Pinally, to further complicate the program, the
power of seigure by the Presidenmt, which had been the
fores underlying the work of previous Boards, was held
to be mmtltutl.oml.’h

33p4d., Mereh 24, 1951, p. 130.

ﬁmmmﬂmm&c s et al., vs.
.r.:mm States Reports, Volume 343, Qotober Term,

1951.
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"The executive order was not authorized by the

constitution or laws of the United States, and cannot
stand, ‘35

The origin of wage-price "guidepost" can be traced
back to 1961 and the Kemmedy Administration. Basically,
the central ides m to promote full employment by
expanding federal and private spending.

Mull employmemt carries ome important risk. As the
employment rate rises and business picks up, prices
gtart te rise. Indeed, if employment over full, these
price increases as well as wage increases become wide-
spread. Thus, the general level of prices (measured by
the Comsumer Price Index = CPI) rises rapidly.”® with
full employment end rising prices already initiated,
labor neo.umiiy tends to increase its share, resulting
in wage inecreases.

The Viet Nam "Situation® has produced in Americs a
higher gtate of fulleemployment than has existed since

.

”amo . Allen, *the Guidepost: A Sympathis Obt-
30U Bus. GE » 9670 P 72..




39

the World War II period. And, these "suideposts” were
being used--unsuccessfully or wrongly--as controls.>’
The qualifications which could have made guldepost
wages and prices efficient wages and prices were being
forgotten.

organized labor had mever been happy with the guide-
posta, since they were alleged to hamper free ecollective
bargaining. Every now and then, a wage inorease would
exceed the national trend (for example, 1964 aute
settlement).’® These inoreases eventually lead to the
Administration mmucn for retention d lower
general gulde rates, Whatever attention un.I.m had paid
to these guideposts now became open defiance. |

While th; "guldeposts" are cousidered a fallure,
they have been sonﬂhnt mm bom. of the mowledge
gained. The Viet Nam ﬂlmﬂ.on has failed to tax the
economy with war mobilization. Work stoppages, strikes,
and lockouts, although tm do mlt_. have yet to become
an emergency sl.tua.ti.on.

The quutlm still remains to what extent.will these
guideposts, as well as Natiomal Wage Control Boards, be

1w,
38 oy mnoy' er, "Is Labor‘s Wage Push More Bark
than mfe?E_M LXIX (June, 1964), 100-103.
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effective 1If and when the Viet Nam Situation becomes
"a war", and the realization that economic and social
salvation rests entirely upon whether or not the eco~-
nomic crisis which results can be met., .



CHAPTER IV

THE THEORY OF WAGE CONTROLS UNDER MOBILIZATION

Professor John Kenneth Calbvalty was in & favere
able position to explain the operations of controls.
Untll World War II, he, like some of his contempora=
rles, was not sure that controls would work., In 1941,
Dr. Galbraith was named OPA Deputy Administrator in
charge of price controls. He not only had a close look
at America's first large scale controls but also had a
close look st the operation of econtrols in ememy terrie
tory as Director of the United States Strategle Bombe
ing Survey in charge of its economic work.
\ The theory of controls m'uuda& into two sec~

tions. The first dealt with a fully mobilized economy
in World War II. During this peried of 1941 to 1943,
scontrels were looked upon and accepted not only as in-
flationery control measures but also as en integral
part of the strategy of resource mobilization. The
second section dealt with a partially mobiligzed economy
in the Kovean Wer. The major aspect in this peried was
the prevention of a wage-price spiral. ;
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Prior to World War II, economists attached very
1ittle importance to the role of controls. Most of
them would go to the other extreme and wowld deplore
placing w reliance on price and wage controls. This
fact was bassd on the belief that the measures were
both ml_-m and impossible to accomplish. These econ-
omists could see no good 1:6 be derived from controls
but were certaln of the damage that would be caused by
them. It wag quite evident that to comtrol prices
would leave uncontrolled the excess of demand that
started the upward movement. Nothing userul could be
gained and inflation would result. If the purpose
was to balance demand against supply and allocate re-
sources, this was the fumetion of freely moving prices.
If prices are fized, they cannot function freely.
These econouists saw gontrols as removing the very
machinery which is most useful in doing that which is
required of controls. They saw omtrula'a as causing an
improper functioning of the economy.l

3‘;1.110& m, "An Analysis of the Wage
i ¢, Ferguson, “An y

Stabilization Board's Criteria in Wage Determinatiom,™
Bureau of Labor and Management, State University of
Iowa, 1955, p. 130. |
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The economist felt he was on firm ground when he
deemed controls as umwise and impossidle. On the basis
of empirical information,he was wWell supperted. There
were no attempts at controls or public regulations
thet could be called successful, as all attempts had
been listed as fallures.” These fallures were easily
explained; self-interest had always necessitated a
coalition between buyers and sellers. This left cone
trols as & measure uged by the government without the
consent of the governed. A small black macket grew
into the only market, Ken always attempts to adjust
his economic affairs to nrﬂ:l_n;ns circumstances.
There were many attempts at controls to support this
contention, In Germany, the price freege of 1936, was
the result of the people's fear of imflation. A ban
was placed on prices becanse there was no other alter-
native svallable to them at the time, In England, the
nmrmmmiomtmnwimtarraynuor
controls. In Cansda, the comtrols were results of up~
ward surges in prices. In the United States, in 1941,
an orthodox design for a war-time poliscy was worked

gm-t P. 134,
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out. Taxation together with the control of consumer
credit was expected to hold demand in balance with
supply. Controls were to be placed only on those
goods in elther short supply or especially strond de-
mand. Nany economists saw wage stability as a by-
product of price sub:llltr.’

The measures as worked out in 1941, were not
very attractive. Prices rose very rapidly, taxes were
not sufficient to bring demand in balance with supply.
Arfter these measures falled,thers was instituted the
General Meximum Prioce Regulation of 1942. This was an
important step in war-time policy and served as a
model for future controls. The policy of 1941 was te~
versed. The new poliocy undertook to regulate all pri-
ceg and not just certain omes as the previous policy
had done. Circumstances forced the very step which
the older school of economists had viewed as both un-
wise and lmpossible to accomplosh.

T bill W
The question of how well controls worked for the

World War II peried 1s debatable. It is admitted that

BM_
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these controls served as temporary measures in that
they deferred rather than prevented price-wage
movements. Workers during the war had been given claims
on future ¢ivillian goods in return for their effort in
the manufacture of military goods. Thc"u ¢laims held
by tha workcra were in banks, in curraney, and in

avarnment bamlt. all of which was readily spendable.
When controls were released, these li.q;nd claims had
the tendency to bring on inflation.

To the extent that controls held down inflation
during theé war, they were neither unwise nor impossible
to administer. The administrator, however, had many
diffioult problems to overcomeé. To administer control
is to work hardships and demage on the fortunes of
individuals in an absolute sense or at least in rela-
tion to opportunity. ~People must be denied income they
have haﬁ. or ecould have had. When these things happen
in the operation of a free market, no one is to blame,
The desire for money and the desire for re-election to
office are too very powerful motives and the administra=

tor had to contend with or even deny the aspirations of

both.



Zhe Pogt-Wer Perioed

Controls were just as ineffective in the postwar
period as they were effective during the war years.

The reasons for this ineffectiveness are readily
discernible. At the end of the war, taxes were re-
duced immediately and very substantially. Consumers
borrowed from current revenues and from savings. A
government's publiec work program, as great as anything
undertaken during the depression, was started soon
after the close of the war. Direct controls over re=
sourse use were quiokly decomtrolled. Price comtrol
socn feollowed all of the other conversion to civilian
goods was hardly completed and inventories were still
seriously short., With these existing conditions,
years of accumulated demand were released. Just as im-
portant a course in the ineffesctiveness of controls was
& lack of understanding of the problem.

Leadership to rid the country of controls was as-
sumed by the National Association of Manufacturers, who
promised that there would be no inflation. There were
others who wanted an immediate end to controls out of
fear that if allowed to continmue, they might last in-
definitely. Some even felt That controls would hinder
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These reasons were given in view of the
fact that the greatest expansion of produstion in the
nation's history occured under controls and that the
econony was operating under a gtate of full uplomt.u

A couple more years of high taxes,

of restraint om private borrowing,
and of gradually relaxing controls
might well have bsen surficient for
stability and would have been a slight
consequence of the largest effort in
economic mobilization that any nmation
ever attempited, Important men insist~
ed that 4t be otherwise. The dour
gods whe kept watch on econoalc policy
maist muse at the way American Capital-
ism is a m.!d by its most vocal

production.

defenders.

The disequilibrium system of controls as used in
World War II was quite differemnt from those controls
used in the Kerean War. In the former instance, all
measures were subordinated to the major task of com-
plete mobilization. The latter had the main purpose
stabllizing the ecomomy, where there was a much smaller

hlm-- p. 137

5john Kemneth Galbraith, A Theory of Price Con-
%(::l:rldul Harvard lh;mlitr Press, 1952), pp
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percentages of materlal going inte defemsé use. This
resulted in limited controls over materials, plants,
and menpower. There was limited mobilizatiom and many
individuals and groups mede demands for equitable
¢lailms on income or property. Unlike Werld War II
regulations, there was no complete _mrrmdér of indie
vidual preferences. There were no promises given
agalnst future goods, 'bn'um there was no foresesasble
termination point. There was faint hope that there
sould be mobilization without any of its accompanying
inconveniences. i

In Werld War IX, there were restraints in opera-
tion, lNemagement felt that labor was slways wreng and
that the demsnds of labor were opposed to the best intere
est of both businesses and of the soclety. Another ree
streint was that the end of the war was foreseen and
that there would be a reckening day for those companies
that had sllowed wages or prices to go too high. These
restraints were inoperative during the Korean Conflict.
;;m was regarded in a different perspective and wages
were generally increased as labor demanded.

The disequilibrium system of World War II eoffered
as an incentive value, money claims on future geods. In
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the Korean War resources were only partially mobilized,
goods and servises of nearly all kinds were available
for consumers all thrwéhnut the war., The race tracks
were open and other goeds also were aveilable, so that
much of the excess demand was drained off through these
sources. Controls under partial mobilization operated
under conditions of equilibrium of supply and demend.
The function of these controls was necessary only in
markets of imperfect competition and became less a
problem as the markets approached pure cekv_tlum.
Wage controls were necessarily confined to those wages
which were determined by collective bargaining between
strong unions and strong firme. _

Bither by sccident or by design, the controls of
the Wage Stabilization Board followed closely this
problem. These controls were most effective in those
areas where collective bargaining was the rule., In
most instanees where there was an approach to pure
competitien, unorganized employers of farmers and small
firms were exempt from controls. The only restraints
were those exercised by demand. However, 1t was un=
likely that controls would ever be so arranged by design.

In most economic reasoning, it has become generally
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accepted that controls must have gemeral application.
It was difficult te leave uncontrolled such 6Oste=ol=
living items as food and clothing, and then try to
explain to unlon leaders why wages were fixed, alse
profits, and agricultural prices were controlled only
by indirect means.

Under certain conditiomns, the competitive markets
may have a disequilibrating effect. They may draw
ruourouifru,pﬂur markets and may have to be treated
in general regulatioms. If inflation control is suc~
cessful, there will be, at least occasionally, below
celling prices, and l-lwrtasu_ on any large scale will
gserve as a serious warning. It is this competitive
market which tells if demand is being kept in balance
with supply, Af controls, under partial mobilizatiom,
are effective or not.

n January, 1951, drastic action was taken to
stop the runaway of salaries and wages, stopped a cha-
otic movement but it also froze many inequities. The
wagoj Stabilization Board's first major task was to
develop & policy to correct inequities, to create
order had developed, The regulations were emergency
measures aimed at bringing price and wage movements
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to a halt, and to give the Administration time to
develop an equitable control program.

Viet Nam Mobilization

Now that Viet Nam represents a completely new type
of mobilization; a new approach to wage controls is
applied. The wage and price guldeposts, although cone
6 have presented a valuable lesson.
This lesson is that a form of comtrol designed under
one set of eircumstances is irrelavent under some other

sidered a fallurey

emergency situation.

The American economy, in a time of a medern limited
war, is without the necessary controls to head off ine
creased wages and 13. not able to effectively control
the inflation that results. The Office of Civil and
Defense Mobilization is no doubt a form of control, but
18 rendered ineffective becausé the country itself 1is
in no immediate danger from wWar or threat of war., Yet!
The Viet Nam Situation remains.



CHAPTER V

SUMMARY AND CONCLUSIONS

Summary

In an econony already operating at peak levels
of production and employment, how much vgive" ig there
in a labor force to meet the demands of an emergency
such as war or near war. A careful system of plans
must be developed and utilized to economize the re-
gsources and mdnr of the nation.

In the past emergencles, a certain portiom of the
overall manpower for staffing defense plants consisted
of workers already on the job. In some industries, an
autometic switech from consumer goods to dofm Pro=
duction accomplished this task. A resulting pinch in
civilian type industries, such as construction, had m
effect of making additional employees available in the
production of defense goods.

The growth and spread of industry-wide labor unions
has increased the power and prestige of unions and al~
lowed them to develop attitudes for thelr organization
and regulate, in part, the lives of millions. Either
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directly or indirestly, there are a few activities afe
feoting wages, hours and conditions of employment that
are not disoussed in collective bargaining,

A clear understanding of the above situation and
ite econcmic implications concerning wages will help
to preduce a meeting of the minds and prevent lockouts
and strikes. It will also help to prevemt inflation,
and will aid in the smooth effective prosecution of
war. _ :

VMany labor difficulties, which impede war produc-
tiony marked the early peried of the United States* par-
ticipation An previous wars., This was p.rthnr due to
the lack of 2 centralized polioy and rmﬁuu in
dealing with labor problems. There were inconsisten-
cies in labor policles of different mﬁ-dtp;rt-
ments and,often, there were differences between bureaus
of the pame depattment. :

Vages constituted the major issue coming before
the War Labor Beard in World War I being involved in
more then half of the cases. The War Labor Board stressed
the necessity for grading of pesitions on the basis of
duties snd responsibilities in order to lay & foundation

for equitable awards.
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Situations areaevin four cases processed by the
National Defense Mediation Board during the Pre-Verld
War II period that necessitated the President 's intere
vention. The eventual taking over of defemnse plnnt;
ty the Army and Navy, necessarily formed a background
to all of the Board's work. However, many efforts
were tried te promote a workable agresment between the
perties because only them could the rull preductive
capacity of industry be released,

The work of the '&ttm Defense Mediation Board
elearly shows that the Board did not operate under
formulated prineiples and that its disposition of one
case did not neecessarily serve as a precedent in another,

The exscutive m\cr by which the National War Lebor
Board was created made it clear that the effect of the
dispute upon the war effort r@mr than the subject mate
ter of the dispute was to be the oriterion which de-
bermined the Board's jurisdiction. The Board had twe
vital 'méa! (1) 1 ould withhold the contracts or
1t could smforce its prierity rulings, and (2) it could
make final dispesition of the disputes or it could

selze planta.
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In other cases, the prorits of the companies ine

volved or their ability to pay was the deciding factor
favering wage increases. The ability to pay was not

the determining facter, however, when wages needed to
be equalized. The Board granted a wage increase in
two cases in which the employers maintained that they
were unable to meet such increased costs,

Perhaps the greatest advantage that the War Labor
Board possessed was that the National Defense Medlation
Board hed explored many of the -‘mblm which served as
a basis for the work of the War Labor Board and for the
work of future boards. |

Under the broad powers of the Defense Production
Act of 1951, the rrum was authorized to exercise
control over oredit, productiom, and distribution of
materials. He had the power te fix ceilings on wages
and prices and to ration comsumer goods. Oout of this
Defense Production Act grew the Wage Stabilization
Board. This Board was ended by FPresident Elsenhower in
early February, 1953.

The peculiarity of the Korean War created a most
complicated situstion, There Was no alleout war and
the apparent sight of vietery in 1951, toek the urgency



56

out of mobilization and made the Federal Govermment
hesitate to press labor, the farmer, the businessnan,
or the tax payer teo hard,

Stabilization was an essential ingredient of the
defense moblligzation program. It was, of course, only
e part of the total program but & highly essential
part,

The Office of CAivil Defense Nobilization repre-
sents a type of ocomtrol to be utilized in the event of
military attack upon the mm States. 1In such a case,
an immediate "rreeze™ of prle'oa and wages would result.

The Viet Nam Situation does not represent nor does
1t seem possible of resulting in an a.ttlak upon the
United States, thereby, rendering these emergency con-
trols inefrfective and non-applicable in this present
state of lmﬁd mobilization.

Sonelusions

Preedom of economic action is a characteristic
of free socliety. When, however, such a nation 1s forced
into a state of emergency by armed aggression in the
world, the publi¢ imterest intervemes in economic de-

ciglons and some temporary limits have to be placed
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around freedom of aotion. A set of emergency rules
has to be dram up by which everybody is expected to
abide.

Wage differentials are a part of economic and
business terminology. Inequalities and inequities have
peychological and more comnotations. In the social and
moral code of a nation built on egqlitorian traditions
the decline of equal-pay for equal-work is deeply rooted.

The initial policies of a muuuud program are
likely tc be beckward-looking policies. Stabilization
also has a positive meaning. It operates in a context
of changing economic forces and circumstances, in whioh
the anti-inflation aspect must be allied with the drives
for increased production of essential goods and services.

In the Mim economy and particularly during an
emergency perioed, high level production is a basic goal.
Productivity plays a basic role in total production
trends and production potential. When productivity is
increased, some advance in wages may be needed to at-
tract men from other oceupations, industries and places
into the expanding plant or industry.

Whatever recommendations may be made as to future
wage-setting eriteria must largely be determined by the
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type of the emergency. In an all-out emergency, na-
terials, manpower, prices and wages should be alloscated
by an overall Board. This is what happened during
World War II. Under this situation, enmphasis was plased
upon production. All activities of the nomny were
worked within the framework of the total emergency.
Cellings were placed on prices and wages, and essential
goods were rationed. Taxes were increased and every
effort was made to increase the sale of defense bomds
for the purpese of drawing surplus funds from the mar-
ket. In the future, under similar ll‘hut!.ﬁ.. this
should be the gulding prinsiple in establishing a
policy. :

In 2 partially mobilized economy, the ilmmediate
ecomomic situation would be more serious because of the
attitude of Americans toward governmental interference
with their lives except in times of total emergencies.
It would be more diffioult to prevent immediate infla-
tion. Tt is difficult for any business to realize or
to restrain & successful operation even if suoh might
be detrimental to the overall economy. It is dirfficult
to sccomplish a positive purpese with only RegasLye

sanctions operating as restraints.
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The democratic principle of tripartite repre-
sentation, the wage-~freeze, and the costeof-living
eriterion have all worked well in emergencies and can
be expected to do as much in the future emergenclies.
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APPENDIX A
GENERAL DOCUMENTS

EXECUTIVE ORDERS RELATING TO THE NATIONAL WAR
LABOE BOARD

Exeoutive Order No. 9017
January 12, 1942

Whereas by reason of the state of war de-
clared to exist by joint resolutions of the Congress,
approved December 8, 1941, and December 11, 1941, re-
spectively, (Public Laws Numbers 328, 331, 332-77th
Congress), the national interest demands that there
shall be no interruption of any work which contributes
to the effective prosecution of the war} and

Whereas as a result of a conference of rep-
resentatives of labor and industry which met at the
call of the President on December 17, 1941, 1t has
been agreed that for the duration of the war there
shall be no strikes or lockouts, and that all labor
disputes shall be settled by peaceful means, and that
a National War Labor Board be established for the

peaceful adjustment of such disputes:
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Now, therefore, by virtue of the authority
vested in me by the Comstitution and the statutes of
the United States, it is hereby ordered;

1. There is hereby created in the Office
for Emergency Management a National Wer Labor Board,
hereinafter referred to as the Board. The Board shall
be composed of twelve special commissioners to be
appointed by the Pr-buidont. Four of the members shall
be representatives of the public; four shall be repre-
sentatives of employees; and four shall be representa-
tives of employers. ".Ehl President shall designate the
Chairmen and Vice~Chairman of the Board from the |
members representing the public. The President shall
appoint four alternate mhora representative of em~
ployeos and four representative of employers, to serve
as board members in the absence of regular members
representative of their respective groups. 8ix members
or alternate members, mslm not less than two mem=
bers from uoﬁ of the groups represented on the Board,
shall oconstitute a quorum. A vacanoy in the Beard shall
not impair the right of the remaining members to exers
eise all the powers of the Board.

2. This order does not apply to labor dis-
putes for which Pﬂ‘@-ﬂﬂr“ for sdjustment or sstilensnt



ars otherwise provided until those procedures have
been exhausted.

3. The procedures for adjusting and settle
ing labor disputes which might interrupt work which
contributes to the effective prosecution of the war
shall be as follows: (a) The parties shall first
resgort to direct usomtlm or to the prosedures
provided in a collective bargaining agreement. (b)

If not settled in this mammer, the Commissioners of
Conciliation of the Department of Labor shall be notie-
rfied 47 they have not already intervened in the dia-
pute. (e¢) If not properly settled by comciliation,
the Sscretary of Labor shall certify the dispute to
the Board, provided, however, that the Board in 1ts
descretion after consultation with the Secretary may
take jurisdiction of the dispute on its o/m motien.
After it takes jurisdiction, the Board shall finally
determine the dispute; and for the purpose may use
mediation, voluntary arbitratien, or arbitration Wader
rules established by the Board. |

4, The Board shall have power to promilgate
rules and regulations appropriste for the performance
of ita dutdes. '



5. The members of the Board (including
alternates) shall receive necessary traveling expene
ses, and unless their compesation is otherwise pre=
seribed by the President, shall receive in addition
to traveling expenses §25 per diem for subsistence
expense on such days as they are actually emgaged in
the performance of dutlies pursuant to this order.

The Board 1s authorized to appoint and fix the come
pensation of 1lts offlicers, examiners, mediators, um-
pires, and arbitrators; and the Chairmen is authorized
to appoint and fix the compensation of other necessary
employees of the Board. The Board shall avall 1tself,
insofar as practicable, of the services and facilitles
of the Office for Emergensy Management and of other
departments and agencies of the Government.

6. Upon the appointment of the Board and
the dssigmation of its chairman; the National Defemse
Hediatiom Board established by executive order No. 8716
of Merch 19, 1941, shall cease to exist, All employees
of the Natiomal Defense Mediation Board shall be transe
ferred to the beard without acquiring by such tremsfer
any change in grade or civil servise status. ALl
records, papers, and property, and all unexpected funds
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and appropriations for the use and maintenance of the
National Defense Mediation Board shall be e
to the Board. All dutles with respect to cases serti-
fied to the National Defense Mediation Board shall be
assuned by the Board for discharge under the provisions
of this order. :

7. Nothing herein shall be construed as
superseding or in conflict with the provisions of the
Railvay Labor Act (Aot of May 20, 1926, as amended, i
stat. 926, 1185; 4 stat. 1169; 45 U, 3. Code 151),
the National Labor Relation Act (Act of July 5, 1935,
49 stat. 4573 29 U. S. Code 151 et seq.), the Fair
Labor Standsrds Act (Act of June 25, 1938} 52 Stat.
1060; 29 U, 8. Code 201 et seq.), and the Ast to pro-
vide conditions for the purchase of supplies, ete.,
approved June 30, 1936 (49 Stat. 2036) 41 U. 8. Code,
Sections 3£;_n,5). or the Aot amending the Act of Harch
3, 1031, relating to the rate of wages for laborers
and mechanios, approved Autust 30, 1935 (49 Stat. 1011,
40 U. 5. Code, Sectien 276 et seq.).

FRANKLIN D. ROOSEVELT



APPENDIX B
EXECUTIVE ORDER OF THE PRESIDENT

Providing for the Stabilization of the
National Econony

Issued October 3, 1942

By virtue of the authority vested in me by
the Constitution and statutes, and particularly by
the act of October 2, 1942, entitled "An Act to Amend
the Emergency Price Comtrol Act of 1942, to aid in pre-
venting inflation, and for other purpeses". As President
ef the Unlted States and Commander-in-Chief of the Army
and Navy, and in order to control so far as mllblo
the inflationary tendencies and the vast u_nlmum
attendant thereon which threaten our military effort
and our dmnti; economic structure, and for the more
effective prosecution of the war, 1t 1s hereby ordered

as follows:

1. There is established in the 0ffice for
Emergency Management of the Executive orfice of the
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Presldent an Office of Economic Stabilization at the
head of which shall be an Economlc Stabilization
Director (hereinafter referred to as the Directer).

2. There is established in the 0Office of
Heonomic Stabilization en Economic Stabilization
Board with which the Director shall advise and cone
sult. The Poard shall consist of the Seeretary of
the Treasury, the Seeretary of Agriculture, the Secre~
tary of Labor, the Chairman of the Board of Governors
of the rederal Reserve System, the Director of the
Buresu of the Budget, the Prige Administrator; the
Cheirman of the National War labor Board, and two rep-
regentatives each of labor, mansgement, and farmers
to be appointed by the President. The Director may
invite for consultation the head of any other depart-
ment or agency. The director shall serve as Chalrmen
of the Board.

3. The Direstor, with the approval of the
President, shall rermulate and develop a comprehensive
national economic pelicy relating to the ocontrol of
elﬂlian purchasing power, prices, remts.{ wages,
salaries, prorits, rationing, subsidies, gnd all re-
lated matters--all for the purpose of preventing
avoidable increases in the cost of living, cooperating
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in minimizing the unnecessary migration of labor from
one business, industry, or region to another, and
facllitating the prosecution of the war. To sive
effect to this comprehensive nationmal economic polioy
the Director shall have power to issue directives on
policy to the Federal depertments and agencies
concerned.

4. The gulding poliey of the Director and
of all departments and agencies of the Government shall
be te cooperate in the execution of such administrative
prograns and in the development of such legislative
prograns as may be necesgsary te that end. The admini-
stration of activities related to the national economy
policy shall remein with the department and agencles
now responsible for guch activities, but such adminie
gtration shall conform to the directives on policy
isgued by the Director.

TITLE II

1. Ko increase in wage rates, granted as a
result of Voluntary agreement, collective bargaining,
conoiliation, arbitration, or eeh-n_nn.' and no
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decrease in wage rates, shall be authérized unless
notice of such inoreases or decreases shall have been
filed with the National War lLabor Board, and unless
the National War Labor Board has approved such ine
oreases .er decreases.

2. The National War Labor Board shall not
approve any inerease in the wage rates prevailing on
September 15, 1942, unless such increase iz necessary
to correct maladjustments or inequalities to eliminate
substandards of living,to correct great inequities,
or te ald in the effective prosecution of the war.

Provided; however, that where the National
War Labor Board or the Price Administrator shall have
reason to believe that & proposed wage increase will
require a change in the price ceiling of the commodity

'or service involved, such proposed increase, if ap~
proved by the National War Labor Board, shall become
effective only if also approved by the Director.

3, The National War Labor Board shall not
approve s decrease in the wages for any partieular work
below the highest wages paid therefore between January 1,
1942, and September 15, 1942, unless to correct gross
inequities and teo aid in the offective presecution of

the war.
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%. The Natiomal War Labor Beard shall, by
mm regulation, make such exemptions rrom the
provisions of this title in the case of small totael
Wage inereases or decreases as it deems necessary
for the elfective administration of this Order.

_ 5. BNe inoreases in salaries now in excess
of $5,000 per year {except in instances in whicn an
individual has been assigned te more diffioult or
responsible work), shell be granted until otherwise
determined by the Director, Ly

6.. Nomuumnudammm
for any Par‘bieﬂar work below the highest selary
paid therefor between Janwary 1, 1942 end Septeuber
15, 1942, unless to correct gross inequities and to.
ald’ i.n m orfoot.‘ma prmentlm of the war.

-f?. In sr&tr to correct gross ineguities
mﬁ to proﬂ.de for greater Qqﬂl!.ty in contributing
to thn ‘war effort, the Director is authorized to take
the necessary action and to issue the appropriate
regulﬂi‘ms; 80 that, mdr.n‘ practicable, no. sal-
ﬁﬁ shall be @u’sharim wnder Title I1I, Section 4 to
the extent t.'mt 11:. emom $25,000 after the payment of

taxes allmbln t# the sum m excess of $25,000.



Provided, holem.’ that such regulations shall make
dueallmmrt:homtofuﬁhsmcpru-
iums on policies heretsrore incurred, and shall make
provision to prevent undue hardship.

8. The ﬂil.oy of the Federal Government,
as established in Executive Order No. 9017 of January
12, 1942, to encourage free collective bargaining
between employers and employees is reaffirmed and
continued.

9. Insofar as the provisions of Clause 1
of Section 302 (¢) of the Emergemey Price Control Aot
of 1942, are inconsistent with this Order; they are
hereby suspended.

1. Except as modified by this Order, the
National Wer Labor Board shall continue te perform
the powers, functions, and duties conf'erred upon 1t
by Executive Order No. 9017, and the functions of sald
mmm-wexmmmmmtnu and
all employees. The National liar Labor Board shall con-
tinue to follow the procedures specified in sald
Executive Crder.
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2. The National War Labor Beard shall con-
stitute the agenecy of the rederal Government authore
ized to carry out the wage policies stated in this
Order, or the directives on policy issued by the Di-
rector under this Order. The National War Labor Beard
is further authorized te issue such rules and regula-
tions as may be necessary for the speedy determination
of the péo;ruty of any wage increases or decreases
in accordance with this Order, and to avall itself of
the services and facilities of such State and Ffederal
departments and agencles as, in the discretion of the
National War lLabor Board, may be of assistance to the
Board.

3. Ne provision with respect to wages
‘cmtnined in any labor agreement between employers
and employees (including the Shipbuilding Stablilization
Agreement as amended on May 16, 1942, and the Wage
Stabilization Agreement of the Bullding Construetion
Inudatry arrived at May 22, 1942) which is inconsigtent
with the poliecy herein emumclated or hereafter formu=-
lated by the Director shall be enforced except with
the approval of the National War Laber Board within
the provisions of this erder. The National War Labor
Board shall permit the Shipbuilding Stabilization
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Committee and the Wage Adjustument Board Tor Building
Construction Industry, both of which are provided for
in the foregoing agreement, to contimue to perform
thelr functiomns therein set rorth, exeept insorar as
any of them 1s inconsistent with the terms of this
Ordexr,

4. In order to effectuate the purposes and
provisions of this order end the Act of October 2,
1942, any wage or Ilh:? payment made in contra=
vention thereof shall be disregarded by the Executive
Departments and other Governmental agencles in determine
ing the cost or expenses of any employer for the purpose
of any law or regulation, including the Emergency Price
Cemtrol Act of 1942, or any maximum price regulation
thereof, or for the purpose of calculating deductions
under the Hevenue Laws of the United States or for the
purpose of determining cost or expenses under any con-
motuﬂ.ehyor.mmorthncwmtofm
United States.




TITLE VI
General Provisions (omitted)

FRANKLIN D. ROOSEVELT
THE WHITE HOUSE

October 3, 1942
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