
Frora unreri?^ nrint nf tsstimynv of 
Chairman Eccles. September 29. m i . on Price 

Control Bill: pages 1166-67-68: 

Mr. Eccles. I have felt very strongly, during the period 
of deflation and unemployment, that there had to be a much wider and 
better distribution of the national income, as well as a great in-
crease in the national income, and that the purchasing power of la-
bor and agriculture, if we were ever going to get prosperity, had to 
be augmented. In order to accomplish that, I was in full sympathy 
with the passing of certain agricultural and labor legislation, giv-
ing to them benefits which I felt, from a purely economic point of 
view rather than a political point of view, were thoroughly necessary 
and desirable. 

The situation, of course, has gone from one of depression 
and deflation to one on the other side, and it seems to me that we 
may have to alter to some extent our pattern, both affecting agricul-
ture and labor, in their own interests as well as in the interest of 
everyone else, to prevent inflation, just as it was necessary to change 
the pattern to deal with the deflationary problem. 

I have wondered whether or not it would not" be greatly in 
the interest of labor, speaking of it in the broadest sense, during 
a period of emergency such as we are in, to have a suspension of the 
40-hour week. Whether we have reached that point yet, I would not be 
prepared to say, but it does seem that, with a shortage of certain 
categories, with inflationary developments, that we might be justified, 
purely as a temporary matter, in making the workweek 48 hours instead 
of 40. 

I do think that there is a justification, under other con-
ditions, for a 40-hour week. It would tend to give greater employment. 
It would tend to help the solution of the unemployment problem. 

With reference to the wage picture, it is not possible, by 
merely tying wages and salaries to a cost-of-living index, to solve 
that problem. To do that is assuming that the present standard of liv-
ing, as enjoyed by most people today, can be maintained. 

Now, as prices go up, if we then follow up those prices with 
increased wages and salaries and increased agricultural income, that of 
course increases purchasing power. 

But merely increasing purchasing power for a diminishing sup-
ply of goods only accentuates the inflation problem. Sooner or later 
the public, it seems to me, must be made to understand that what will 
be available for civilian use will be that portion of our total produce 
tion left after the defense requirements are taken care of: and if we 
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increase defense production to take care of our Allies, as it appears 
will be necessary, certainty the civilian supply in many categories 
is going to diminish; and to meet the problem by increasing wages and 
salaries, corporate earnings, and farm income, only means an increased 
buying power for a dimimshtng supply of goods. 

Labor, agriculture, and business should all be made to un-
derstand that such a program would defeat not only their own interests 
but would bring about an inevitable inflation. There would be very 
few, if any, gains or ultimate benefits out of such a result. 

So that to feel that wages, salaries, and other income—and 
I do not care what the income is—should not be further increased, gen-
erally speaking, at this time to meet increased costs, does not mean 
that I am speaking against the interests of labor. I feel that I am 
advocating what is in the interest of labor, in the interest of agri-
culture, and in the interest of business. 

The great majority of the people in this country have some 
insurance. The grëat majority have some savings, either in mutual 
savings banks, building and loan companies, or in the commercial banks. 
There are a great many fiduciary institutions, churches, educational 
institutions, all of which depend pretty largely upon a fixed income. 
Inflation would be ruinous to all such institutions,* and they, in turn, 
reflect the interests of the people as a whole, 

I have made a statement which X suppose sounds rather aca-
demic, but I hope, Mr. Chairman, that in this manner I have answered 
your question with reference to my attitude about the agricultural and 
the labor problems. 
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From unrevised Committee print of testimony of 
Chairman Eccles, September 29> 1941» on Price 

Control Bill: Page 1187 

"I have been favorable to collective bargaining. I have 
been favorable to the right of labor to organize. I have been for 
machinery that would make it possible to protect labor in that. 

"I have been favorable as long as we had a lot of unem-
ployment to a 40-hour week. I was favorable to a minimum wage 
when there was a period when the pressure of unemployment was 
likely to force wages to unreasonably low levels. 

,f

I was favorable to reducing the taxes on labor for 
social security when we needed increased purchasing power. I was 
favorable to providing very low rates and long terms to enable la-
bor to get the benefit of housing. I have been favorable to de-
creasing the consumer taxes to the very maximum so as to increase 
the purchasing power of labor, and farmers for that matter. I have 
always been an advocate of putting the tax system on the basis of 
ability to pay. 

"I am still thinking of the interest of labor, the in-
terest of agriculture, where I talk, as I do, about trying to pre-
vent inflation. But if wages and agriculture prices are packed in-
to the picture, it just can't be helped.

11 
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From unrevi^ed Committee print of testimony of 
Chairman Eccles. September 30. on Price 

Con^rojL B ^ X i WZW 

Mr. Crawford» I wish to ask you one more question. Gover-
nor Eccles, I read in the press this morning an interpretation of your 
testimony yesterday tying you into somewhat of a criticism of agri-
culture and wages. I wonder if you would give us a few remarks on 
your attitude toirard corporate profits as related to the remarks that 
you made yesterday, and toward labor and agriculture. 

Mr. Eccles. Mr. Crawford* I am glad of an opportunity to 
cover this point. I think that it is extremely important that if morale 
is to be maintained among the public, the people as a whole should be 
made to feel that they are treated with complete fairness. 

At the time of a great emergency, such as the present, when 
we speak of everyone making sacrifices, it does not set well with ag-
riculture or with labor to have limitations on their income, while at 
the same time many corporations and individuals who are already wealth 
are reaping a harvest of further profits and income out of this emer-
gency. 

J feel that the example of sacrifice and the example of be-
ing willing to pay in very heavy taxes should be set by the corporate 
units and the individuals; and I don*t know how I can better express 
my general philosopty in this regard than I undertook to do in a re-
cent publication. It is rather short and I would like to read it. 
Here is a statement that I made before the Ways and Means Committee, 
just a paragraph: 

"If you allow the idea to take root in the public mind 
that through these vast expenditures a few are being made 
rich and a few who are already rich considerably richer, 
the result is bound to endanger the success of our defense 
effort. In order to prevent an inflationary spiral of price 
and wage increases, labor should be willing to moderate its 
demands for increased wages; but labor cannot be expected 
to follow such a course if employers are permitted to retain 
excessive profits." 

That was before the Ways and Means Committee on this question 
of taxation. 

Since that time, more recently, the 1st of August, I made this 
statement—this covered this particular aspect of the problem: 

"During the emergency we shall have to rely heavily upon 
the excess^profits tax and the tax on corporate incomes.

n 
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That would be the normal and surtax. 

"This is true because, generally speaking, business units 
are the greatest beneficiaries, directly and indirectly, from 
defense expenditures. The profits accruing from the expanding 
national income tend to become concentrated here in the first 
instance. Consequently, one of the surest ways to safeguard 
against price inflation is for the Government to levy on such 
profits and divert them directly into the defense program be-
fore they are distributed into the general income stream 
through higher wages and increased dividends» 

^Perhaps the most compelling reason of all for the impo-
sition of the excess-profits tax is that, if not taken by the 
Government, such profits will lead to further demands for 
higher wages. If wage increases continue to be freely granted 
to those who have already received substantial increases, they 
will swell unduly the volume of private purchasing power. La-
bor should certainly be willing to moderate its demands for 
increased wages, but it cannot be expected to follow such a 
course if employers are permitted to retain excessive profits. 
Moreover, with increasing personal income taxes, many corpora-
tions may be expected to leave a large proportion of their 
profits undistributed. In the absence of an undistributed-
profits tax, therefore, these will be beyond the reach of the 
Government, unless recovered through heavy taxes on corpora-
tions. 

"The corporate form of ownership is the principal insti-
tution through which capitalism functions. Owners and managers 
of corporations, vitally interested as they are in preserving 
capitalism, have eveiy reason to favor, not oppose, heavy tax-
ation of their profits, for thereby they will help to protect 
the country against the inflationary dangers that would under-
mine the foundations of capitalism. They have the greatest 
stake in democracy—the most to preserve. They should not ex-
pect those who have the smallest stake to pay an unjust share 
of taxation. 

"During the emergency the excess-profits tax should, in 
iqy opinion, be the keystone of a well-balanced program. In-
creased taxes, however, should not be imposed on the great 
numbers of small business concerns and on millions of individ-
ual taxpayers until they have been given evezy reasonable as-
surance that the funds they are being asked to provide will 
not go to swell the profits of wealthy individuals and corpo-
rations." 
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As I conceive this whole picture, if inflation is to be 
avoided, it has got to be a well and a completely rounded program. It 
has got to be a program where everyone is thinking first and fore-
most of the defense of the country and of the preservation of capi-
talism; not "How much can I get in increased pay? How much can I get 
in increased prices for ny farm products? Eow much can I get in in-
creased profits out of iqy business operations?" 

Until we can divert the American labor and American farmer 
and American business to look at this problem solely with that point 
of view, we are not going to succeed by any legislative action in 
controlling this problem of inflation. 

I am not pro-business or pro-labor or pro-farmer. I am 
trying to be pro-American in this whole picture, to let the ax fall 
where it will, if in order to get results it is necessary for it to 
fall* 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




