
For  Roloasa 
Monday Morning Papers 
De cembor 27, 1937. 

BUSINESS CONEIDEN(23 AND GOVERNMENT POLICY 

ROEERT H. J A F O N  

Assistant  Attorney General of tho United S t a t a s  

Broadcast over Mutual Brocdcasting Syston 



I want t o  t a l k  about om thing only tonight  and t o  t a l k  of t h a t  

i n  the p la in  terms the  subject  c a l l s  for. I am going t o  speak of the  

r e spons ib i l i t i e s  of governmnt , in i ts  r e l a t i o n s  wi th  business, f o r  

the general well-being of the  country. We hear much of the  wi l l ing-  

ness of business t o  c o o p r a t e  with governmnt. We hear a l s o  of the 

desi re  of business t ha t  the  government t a k ~  s teps  t o  promote business 

confidence. These are,  indeed, the  two time honored planks i n  the  

program which b i g  business has c o ~ s i s t o n t l y  urged since the r i s o  of 

the  g o a t  t r u s t s  i n  the l a t t e r  pa r t  of the l a s t  century. I tvant t o  

discuss these two simple and apparently foolproof slogans i n  the cold 

l i g h t  of what they r e a l l y  m a n  - not t o  you and YW according t o  t h e i r  

face value - but t o  the spokesmn of' b ig  business who profess  t o  bo- 

l i e n  i n  them so fervently.  I want t o  sec i f  the c o o p r a t i o n  and con- 

f idonco which the  monopolists ask f o r  is the same a s  t h a t  which tho 

mr.ch&t , the  small manufacfurer, the wrge earner ,  the  f a r m r ,  and the  

s a l a r i ed  and prore s s iona l  p o p l e  want. 

F i r s t ,  l e t  us t r y  t o  understmd what b ig  business r e a l l y  means 

by cooparat ion with the '  g o v e r m n t .  The be st way t o  do t h a t  is t o  ex- 

amine the ac t ions  - oot the  s p a c h e s  - of b ig  bus imss  during p r i o d s  

when it has been p m i t t e d  t o  cooperato on its own terms. 

Varren Earding obeyed the b ig  business order,  nZack t o  N o m l c y ~  

arid so t  i n  motion an e r a  of "cooperat iont1 i n  which mt i - t r u s t  prosecu- 

%ions were conveniently neglected and taxes,  so f a r  as they  f e l l  on. b ig  

bvsincss, were r ~ d u c e d  by law o r  softened by administrat ive action. L . .  

Mellon as  Se crc ta ry  of the Treasury evcn coopra ted  t o  the  cx t sn t  of 



successfully sponscring a plan t o  r e tu rn  taxes t h a t  had already been 

colle &id  from wealthy taxpayorsJ The r e s u l t s  of t h a t  cooperation, 

continued on through successive Republican administrat  ions, were an in- 

creased monopolistic control  of our industry and economic l i f e  and a 

consequent decrease i n  the  purchasing povmr of the  g o a t  numbers of our 

poople - a dev~lopment which mado incvitabla the t e r r i b l e  depression 

which overtook us i n  hfr. Hoover's tim. Was t h a t  cooperation i n  thc: in- 

t o r e s t s  of the  small manufacturer who found h i s  rmv mate r ia l s  ir-creased 

i n  price by the  g rea t  s t e e l ,  cemnt  and copper combinations while a t  t h e  

s w  t iras the  purchasing power of h i s  cus tomrs  was droppirg? The coun- 

t r y  a s  a whole knows the e f f ec t s  of a coop ra t i on  which m i s  simply t h a t  

the  Government is  t o  l e t  monopolies alone, The &overn.mntal coop3ration 

that' the s m a l l  business man wants is  a d i f f e r en t  kind of coopna t ive  e f -  

f o r t  - assistance t o  him i n  meriWng the monopolies leave him alone. 

Mr. Lamilt du Pont has recen t ly  a s b d  f o r  governmntal  coop ra t i on .  

The people want t o  ma& sure $hat Mr.  du Pont does not Illcan the  kind of 

cooperation t h a t  Mr. Pierre  du Font so ap t l y  sumarized i n  a l e t t e r  of 

November 1, 1918 t o  MP. E. G.. Bucher ,  Vice President of du Pont Co. I n  

t ha t  l e t t e r ,  which was disclosed i n  13. Senator ia l  invest igat ion,  P i e m e  

du Font sa id  it was th duty *of our o f f i c e r s  and d i rac tors  t o  ondcavor 

t o  win reasonable p r o f i t s  f o r  t5e stockholders. That Is only p a t  of OW 

duty, but we cannot assent  t o  allowing our ovm  atr riot ism t o  i n t e r f e r e  with 

our dut ies  a s  trustees.w A t  the tim he m o t e  uf h i s  dutioc MY. Pie r r e  

du Pont was  not only a t rus tee  f o r  the  du Pont stockholders but one of 

the  tm la rges t  holders of the companyrs co~mon stock. 



He spoke during one of the  most notable instances of  cooperation 

between government rind big business on the  l a t t e r ' s  own terms. Upon ou r  

en t ry  i n to  t h e  World War President Wilson, recognizing t h e  urgent necess i ty  

f o r  cooperation by t he  en t i r e  nation,  accepted t he  proffered cooperation 

of b ig  business and established t h e  War Indust r ies  Board t o  coordinate t h e  

country's economic l i f e .  

The career  of the  War Indus t r i es  Board was accomplished by almost 

continuous appeals by President Wilson and by t he  Board i t s e l f '  t o  b ig  

business t o  keep p r ices  down so t h a t  goods might continue t o  flow t o  t h e  

trenches and among the  home population on whose a c t i v i t i e s  production 

depended. Meanwhile, a s  the  Government's contr ibut ion t o  coopera%ion, 

a n t i - t r u s t  prosecution was abandoned, t he  government paid f o r  i ts  purchases 

p r e t t y  much what was asked and general  p r ices  were f ixed  a t  p r o f i t e e r i n g  

l eve l s ,  because big  business would not "cooperatew on any o ther  terms. 

The r e s u l t s  o f  t h a t  cooperatiorj were a f u r t he r  s t r i d e  toward monopoly by 

the  biggest aggregations of c a p i t a l  i n  American indust ry  and a ghas t ly  

waste of the  nat ion 's  money under pressure of war. 

I say i n  p l a i n  terms t h a t  t h e  American people do not want our  Govern- 

ment t o  undertake t h z t  kind of cooperation. m a t  big business has 

previously done i n  t h e  nme of vcooperationw is too w e l l  remmbered f o r  

us  t o  commit ourselves t o  it again i n  t he  dark. 

Fortunately some of the  leaders  of modern indust ry  have a l s o  learned 

from past  experience. They recognize t h a t  t h e i r  own pros?eri ty is  always 

t i e d  t o  t h a t  of the  country as 8 whole. They have learned t h a t  tha  only 

way t o  ensure a rmsonably steady wel l  being f o r  the  nation a s  a whole is 



f o r  Government t o  a c t  as s n  impar t ia l  overseer of our i n d u s t r i a l  progress,  

reedy a t  a l l  times t o  cc11 a htilt t o  monopolistic p r ec t i c e s  which t k r e c t e n  

t o  throw our whole economy out of order. They know t h a t  monopoly prevents  

continuing production a t  reasonable prices,  but means ins tead t h e  na in te -  

nance of a r i g i d  end unwarrantbbly high p r i c e  l e v e l  f o r  the  products of 

monopoly, which i n  t u rn  necessar i ly  cu t s  production by smnll manufacturers 

requir ing s t e e l ,  copper, coke, cmen t  and other  bas ic  p o d u c t s  f o r  t h e i r  

own operations. I urge t he  American people t o  exmine ca r e fu l l y  r i l l  

o f f e r s  of l*cooperationw by b ig  business t o  the  Gcrverriment, t o  see whether 

such o f f e r s  a r e  t he  old fashioned monopolistic o f f e r s  af cooperation on 

mo~opoly's  own terms o r  whether they mean the genuine ccopcration i n  t h e  

nat ional  i n t e r e s t  which t h i s  administrat ion i s  always ready t o  accord. 

This brings me t o  the  plea m d e  by big  business t h a t  Governinent 

should r e s to r e  business confidence. Again l e t  us exmine what is r c a l l y  

meant by t h i s  slogan. Big business has been cont inual ly  d~mnd i r i g  t he  

cessat ion of Governmental spezlding. Big business sa id  repeatedly  over t h e  

pas t  few years t h a t  i f  the Federal Goverment would reduce i t s  expendi tures ,  
1' 

busincss confidence would revive and a s  a r e su l t  p r iva te  industry would morr 

than  take  up the  slack.  

Now what happened? Government took big business a t  i t s  wcrd. I n  

t he  pas t  f i s c a l  year t h e  governiental ne t  contr ibut ion t o  purchasing powgr 

was reducsd about #275-million a month -- on t he  assurance alid e x p x t a t i o n  

t ha t  business a c t i v i t y  would ~ m k e  up f o r  t he  reduction. Busir~eas WEIS c-ffered 

a chance t o  do what it sa id  it would do and most small busincss men and 

some of our g r ea t  i n d u s t r i a l i s t s  conscientiously t r i e d  t o  ca r ry  out the  

promises which had been made i n  the name of American business. 



But monopoly, by t ry ing  t o  skin a l l  the crcam of the recovery f o r  i t s e l f ,  

belied the p l a in  :waning of i ts  prczniso. Mmopoly p r i ce s  monopoly 

p r o f i t s  j q d  beyond a l l  reason way above the  pr ice  lev31 t h a t  s m a l l  

business cauld got. Such a r t i c l e s  a s  coke, coment, chemical products, 

processed moat products, and i ron a rd  s t e e l  rose i n  price above t h e i r  

1929 price levols. Theso were i n  large par t  p r i ce s  only b ig  business 

could get ,  p r ices  small business and consumers were forced t o  pay. 

When those b ig  businesses demand nconfidencew t h a t  they can continue t o  

ge t  such pr ices ,  t h e i r  demand is tha t  small business buyers accept 

a l i f e  sentence t o  pay such prices. 

The confidence properly sought by the i~depsndent  mrchan t  and 

small manufacturer is a wholly d i f fe ren t  thing. He wants t o  be conf i- 

dent +&at he c'm secure h i s  goods o r  h i s  raw raaterihls  at reasonable 

p r ices  and t h a t  h i s  cus tomrs  w i l l  have the jobs wages t o  pay him 

f a i r  prices, He has done no prof i teer ing a t  the  expense of na t iona l  

recovery. It is the monopolist$, and those so  near monopoly a s  t o  con- 

t r o l  t h e i r  pr ices ,  who by prof i teer ing have simply priced themselves 

out of the market, and priced t h e ~ s e l v e s  in to  a slump. men tho busi- 

nes goes in to  a slump, the viorhmn go home without jobs. Vdhen worhen  

go how without jobs t b  grocgr, the baker, the c lo th i e r  and a l l  the 

r e s t  have l o s t  t h e i r  customr.  When the  custcrner is l o s t  thcl mrchan t  

cmcc l s  h i s  orders f o r  goods. And when the cancel la t ion machos 'uzcic 

t o  b i g  business where it s t a r t ed ,  the big business man clanors t h a t  

govcrnmnt should give him confidence. 

VJc must remmbcr t h a t  thi: c a l l  of "Back t o  Normalcyn is  not a 



bold, or  an untr ied or  oven a noble cxpcrimnt.  T b  record of what hap- 

p n s  when g o v e r m n t  plays second f idd le  t o  b ig  business is c l ea r  and 

frcsh.  A balanced budget alone is not enough t o  prevent r e  cessions. 

We had a balanced budget when the l a s t  depression came. We have t o  keep 

our balance i n  otber th ings  as well as the budget. We have t o  keep a 

balance between p r i ce s  and purchasing power, a balance betweon produc- 

t ion and spending, a balance between l i v ing  cos t s  and wages, a balance 

between what b ig  business demands and what small business can stand. 

Monopoly and big  business has thrown us off  balance i n  these th ings  and 

t h i s  is the cause of our discontent and unset t led  confidence. The ef-  

f o r t  of b ig  business  spokes^ t o  screen t h e i r  operations by accusing 

the administrat ion does not appeal t o  the sportsmanship o r  the i n t e l l i -  

gence of those who watched pr ices  the e a r l y  par t  of t h i s  year. 

Now I t u r n  t o  ths  governmentT s r c spons ib i l i t i c s  toward the  business 

world of today. 

Theso are  not d i f f i c u l t  days, measured by what we have gone through, 

and what. o ther  p a r t s  of the world are going through. Xven f o m r  

Prcsidont Hoovcr sa id  l c s s  than t e n  days ago: nThis recess ion neod not 

bo seriousw. But wo are going t h o u g h  uncor.rlfortablo days--days i n  which 

the bulk of thc population needs protection both a s  consumrs and as 

holders of jobs. 

We arc not running in to  a major Gepressior, today. The gov%mmmt 

not only knows it must stop in ,  i f  necessary, i f  gr ivate  en te rpr i se  cannot 

adjus t  t o  condit ions,  but the g o v e r m n t  is  organized t o  do 30 a t  ariy tw, 

a s  it was not organized i n  the emergency days of 1933. 



Today wo f ind  an abscnco of those d i f f  i c u l t i c  s and of those condi- 

t i ons  which produced the  l a s t  de?ression. We have not s c a t t m e d  through 

the  country a flood of wild cat  socuri t ies.  We have not been exporting 

b i l l i o n s  of do l la r s  t o  foreign borrowers. We do not f i n d  such excess -plant 

capacity o r  such over-production of goods as i n  1929. 

O u r  f i nanc i a l  i n s t i t u t i ons  by a d  large ,  arc on secure foundations. 

They are loaded with  an cxcess of cash instead of an excess of qucstion- 

able sc cur it i e  s and frozen asso t s. Unernploymcnt cornpensat ion s y s t c m  e re  

f o r  thc f i r s t  t im i n  our h i s to ry  soon t o  begin disburscmnts  t h n t  w i l l  

help combat def la t ion.  

I n  addi t ion labor is  recognized and can j u s t l y  bc askcd t o  coop ra t c  

i n  the  public in te res t .  Fa rmrs ,  with a 'few l o c a l  exceptions, are b e t t e r  

c f f  than usual. Foreign trnda is expanding mmhdly.  

We carr have no ser ious  rowss ion  i f  we do not exclude by unmploy- 

m n t  a large  pa r t  of our labor resources from production ar,d thereby exclu=-  

tho unemployed workcrs from our exchcmgc system. 

How can Amrican business bring dl Amrican workers and c o n s w r s  

in to  an exchange re la t ionship? 

Although the consmer t s  income is about a t h i r d  l e s s  then it was 

i n  1929, b ig  business i s  asking the  c o n s w r  t o  pay more f o r  tbir goods 

than they did i n  1929. I n  Septenber i f  a c o n s m r  wanted t o  bui ld  a how,  

he had t~ pay 11% m r e  f o r  cement, 5% more f o r  s t e e l ,  4% more f o r  lumber 

than he did i n  1929. For some building mater ia ls  he had t o  pay even 100% 

more than he did i n  1929. 



I know how t h e  impression has been given t h a t  t h e  s t e e p  p r i c e  r i s e s  

of t h e  l a s t  year have been due t o  wsge increases forced upon indus t ry  

by t h e  new growth of labor  unions. F r o m  what I th ink I know--that impression 

is  not accurate--or a t  the  most only hal f  accurate. Take f o r  ins tance  t he  

most dramatic wage increase of the  year--the 105 wage increase  i n  s t e e l .  I 

have i n  flashington a de ta i l ed  and m t h o r i t a t i v e  study as t o  increases  i n  

s t e e l  p r ices ,  wages and cos t s  between April-June 1936 and April--,Tune 1937. 

This  s tudy shows t h a t  the  i n c r e a s e  i n  i ron  and s t e e l  pr ices ,  e f f e c t i v e  
i 

December 1, 1936 and March 1, 1937, were three  tirnes a s  g rea t  a s  necessary 

t o  cover, t h e  increased wages paid t o  s t e e l  workers and a t  l e a s t  - twice t he  

amount necessary t o  cover t he  increases i n  the  cost of both l abor  and row 

ma te r i a l  during t he  saxe period. 

The wage increases alone could have been covered by an iocrease of 

5.5% i n  pr ices .  

The t o t a l  increase i n  s t e e l  p lant  wages and i n  h igher  co s t s  of 

mate r ia l s  which would r e f l e c t  wage increases elsewhere could have been 

covered by an increase of 9.1% i n  prices. But the  ac tua l  increase  i n  s t e e l  

p r ices  according t o  t h i s  expert ,  w& not 5$, not 9$. It was 21%. 

How can we have a .  housing program under such conditions? 

If big  business i n s i s t s  on p r ic ing  i t s e l f  out  of t he  market and un- 

employment grows, t h e  demand w i l l  become i r r e s i s t a b l e  f o r  more r a t h e r  t han  

l e s s  government expenditures. Increased government expenditures w i l l  mean 

increased taxat ion,  and big business which already controls  ha l f  of t h e  

corporate wealth of t h e  country w i l l  have t o  bear the major pa r t  of t h a t  

burden. 



M r .  Lamont DuPont names l abor  trouble a s  one of t h e  most important 

d i f f i c u l t i e s  of p r iva te  en te rpr i se  today. Does p r i va t e  en t e rp r i s e  s t o p  t o  

consider how much of our l abo r  trou5les a r e  with us simply because too inuch 

of p r iva te  en te rpr i se  took an  a t t i t u d e  of obstruction,  evasion and avoidance 

toward the labor  laws of twenty years ago and the l abor  laws of t h r e e  years 

ago and prevented the  labor  problem from being worked out by law before we had 

t o  meet n host of other problems? 

Bringing up past  mistakes i s n ' t  a  subs t i t u t e  f o r  a  method of s e t t l i n g  

our present labor  d i f f i c u l t i e s .  But today's s i t ua t i on ,  I am sure ,  cannot 

be i n t e l l i g e n t l y  appraised except against  i ts  background. 

During t h i r t y  years a movement f o r  co l l e c t i ve  bargaining has  obviously 

been i n  t he  making. I n  England, government l e t  it come and took con t ro l  of 

it. I n t e l l i gen t  p o l i t i c a l  science would have required t h a t  during a l l  those  

years,  government experience with the movement should l ikewise  have been grow- 

ing  i n  our country--in t h e  insulated chambers of t he  s ta tes  o r  even through 

t en t a t i ve  Federal s t a t u t e s .  On the contrary t he  success of those  who 

wanted t o  keep government out of business i n  the  labor  f i e l d  has  produced a  

s i t u a t i o n  where we meet full-grown d ig f i cu l t i e s  i n  es tab l i sh ing  co l l e c t i ve  

bargaining with hardly sny previous government experience. 

When labor  unions first came in to  existence, f o r  ins tance ,  they were 

t r e a t ed  as  criminal conspiracios t o  obst ruct  t he  r i g h t  of t he  ind iv idua l  

employer t o  l a y  down terms t o  workers which they could t a k e  o r  leave. 

Court decisions continually encomaged the be l i e f  t h a t  it was in-  

dust ry ' s  cons t i tu t iona l  r i g h t  t o  refuse to dea l  with labor  unions, Many 

employers themselves organized t o  protect  t ha t  supposed cons t i t u t i ona l  r igh t .  

They spent stockholders'money t o  propagmdize what they mis-named the  "American 



plan," t o  bargain individual ly  with t h e i r  workers. Some powerful em- 

ployers, a s  t h e  present LaFollet te  Committee's invest igat ions  have shown, 

engaged de tec t ives  and sp ies  t o  f e r r e t  out union members; and i f  unionism 

nonetheless made headway, these  employers did not h e s t i t a t e  t o  use s t r i k e -  

breaking thugs against  t h e i r  own workers. 

However s incere  they may be, i n d u s t r i a l i s t s  who have f o r  years fought 

any and a l l  f o r m  of independent unionisn cannot expect the  workers t o  

accept t h e i r  warnings agains t  cooperating with na t iona l  l abor  organizat iom.  

The ne t  r e s u l t  is t h a t  we have l o s t  cos t ly  and c r i t i c a l  years i n  t h e  

long and d i f f i c u l t  process of developing orderly,  responsible , i n d u s t r i s l  

r e l a t i  onships, 

There is  no couple t e  llsolutionll f o r  the  i n d u s t r i a l  problem. There 

a r e  a multitude of ad j u s t ~ e n t s  t o  be worked out now when they  night  have bee: 

worked out during t h e  t h i r t y  years behind us. The e v i l s  wrought by t h i r t y  

years of bad law and bad i ndus t r i a l  r e la t ions  cannot be r e c t i f i e d  over nigh+, 

I n  t he  process t he r e  i s  sure to  be some d i f f i c u l t y  between labor  and 

industry and between d i f f e r en t  groups of organized labor.  The t r a n s i t i o n  

period a t  bes t  w i l l  n i t  be painless. 

Ecooomic power i n  t h i s  country does not r e s i d e  i n  the  nass  of t h e  

people. Econonic wealth is al.amingly concentrated i n  a few, and i t s  

mnage~zent i s  even more central ized.  About one-half of the  wealth of 

t he  country i s  i n  corporate forn ,  and over half  of the corporate wealth 

of  the  country i s  controlled by two hundred corporations,  which i n  t u r n  a r e  

controlled by what a cornentator has ca l led  ttAmerica8 s Sixty  Families. l1 
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Pr iva te  enterpr ise  i n  such a form the h r i c m  people fea r .  Their 

f e a r s  produce the laws regulating business i n  t h i s  country. U n t i l  b i g  

business can reconcile its a t t i t udes  with the  aspira t ionsof  our people 

f o r  democracy and freedom from a rb i t r a ry  economic power the suspicion of 

the  masses w i l l  f i nd  t h e i r  way t o  the s t a tu t e  books. 

What should government do i n  the present s i tua t ion?  

I n  my personal opinion it would give pr ivate  en te rpr i se  a l l  the  

assistance and encouragement tha t  can be given, without s a c r i f i c i n g  the  

progress toward the preservation of American democracy which we have made 

i n  the  last s i x  years. It can give f i nanc i a l  ass is tance t o  help p r iva te  

en te rpr i se  break in to  new f i e l d s  lile housing. It can correct  s p e c i f i c  

inoquit i e s  i n  thc appl icat ion of t a x  lawc, without, howovbr, abandoning 

our American doctrine t h a t  t a m s  s h a l l  be paid i n  proportion t o  a b i l i t y  

t o  pay. 

But we cannot and w i l l  not surrender the r i g h t s  of tho avorage man 

gained under the Sew Deal, mbroly because the fow i n s i s t  on t rad ing  the  

l a s t  ounct. of concession out of governrncnt a s  thc pr ice  of put t ing t h e i r  

c a p i t a l  back t o  work. 

There is  going on i n  the big business world something of the proce: - 

t h a t  h i t  the p o l i t i c a l  world i n  1932. The Old Dealars i n  industry with 

t h e i r  b l ind ly  stubborn dominetion of labor,  and res is tance t o  gdvernmnt, 

and disregard of consumr welfare, ad ruthlessness  toward smll busino ss, 

are  going the way of the p o l i t i c a l  old dealers,  New leadership  a r i s e s  i n  

business w5ch sees t h a t  it can only prosper with the people, not without 

thi; people. It is t h i s  hope of a broader vis ion of r e spons ib i l i t y  on the 



pa r t  of newer business leaders ,  t ha t  promises be t to r  r e l a t i o n s  betvrcan 

business and labor, be t t c r  r e l a t i o n s  between business and g o v e r m n t ,  

b e t t e r  r e l a t i o n s  between business and the c o n s m r ,  b e t t e r  r e l a t i o n s  

between big  business and smell s t ruggl ing busino ss. Big business simply 

can not afford a w a r  on so many f ron ts ,  Stockholders of b ig  business 

can not afford leaders  who can not h e p  the p a c e  with anybody, We 

can' t  be convinced tha t  everybody is out of s t e p  except b ig  business. 

For the  immediate fu ture ,  f o r  protection against  the  c r u e l t i e s  

of any temporary r e  cess ion t h a t  we may have t o  face ,  I have no fear  

because I am sure t h a t  the President and the Congress, i f  it follows 

h i s  leadership,  w i l l  not l o t  the pcople down. 


