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SWETLAND BUILDING
CLEVELAND, OHIO

January 5, 1944

Rabbi A. H, Silver
BEuclid Avenue Temple
Cleveland, Ohio

Dear Rabbi:

I have read your sermon, recorded in the Cleveland Plain Dealer
of Jenuary 3rd, & number of times and bave come to the conelusion that you
are taking the wrong stand. You are criticizing people, yet in your position
you can correct this corruption and foolishness that is going on, You have
access to every Rabbi in the United States and you also have access to every
minister, Catholic or any other religion.

Therefore the stand that you have adopted is the wrong ome., You
can create a working orgenization with the help of the other churches and
synagogues to aid the Government in eaunihilating this black market and
halting the inflation. For example, Mr, James F, Lincoln whom you mention
in your speech - if you check up you no doubt will find that he is a leading
parishioner of some church in Cleveland, and most of those who practice this
corruption occupy front pews in some church or synagogue.

Now is a perfectly logical time for =211 those people who repre-
gsent the churches to combine and assume some responsibility. My idea is to
set up a bureau - let's say you start it in Cleveland - and wark it up to
such am extent that every church in the country will help. It will not
take very long and you will find that the actual cancer lies among the
church members, who do not know that the minister means them when he gives
them thet long talk. Only in this wvay will you be =ble to cut out black
markets and avoid the inflation you speak of in your lecture.

You know yourself it is easy for Congress to pass laws, but not
1% of law violators are brought to justice because it would take 50% of the
population of the United States as a police force if all the c¢riminsls were
brought before the bar.

It is up to the churches to assume responsibility, and not just
waste words, It is true it would be gquite =n underteking, but the first
organization would not be hard to start and after that the movement would
work by itself in every city. I know of five stenographers who will give
their time and effort without pay to help you start this orgenization, I
am elso willing to contrilute $50.00 as a start towerd {inancing the project.
This organization should be sterted as soon as possible, because the longer
it is deleyed the harder it will be to stop the corruption and inflation,

From my letter you can see that I have no education of any kind
but I do have common sense and a realistic idea - I do not believe in just
vaiting for the other fellow to do something or trust that miracles are
going to save us from the trouble that is waiting for us after the war is




Rabbi Silver January 5, 1944

disposed of. If you read this letter with an open mind I think you
will agree that at least I am on the right track.

Yours vary:ruly
A7

& l.- F
. A, G?ttentag




Rabbi A. H, Silver

The Temple
lo5 St.

Cleveland




I have long since stopped subscribing to the Plain Dealer
because of its labor-baiting attitude; s eFLEITIEE
their defense of J.F.Lincoln is only to be expected. At
least the inanity of today's editorial serves to throw
into relief your fairminded query which called forth
their wrath,

(26, /Mgz KCJJ@
(Mrs.) Ada Murray e
12483 “edar Rd.

Cleveland Hgts.
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Janusry 4, 1944

Fabbi Abba Hillel E&ilver
19810 Shaker Boulevard
vhuker Heights, Uhio

My vesr Rabbi:

I have before we your views ss express in the Plain lesaler
this morning. Of course you may not have been correctly
gquoted, but if you were, you are compering Mr. Lincoln with
ir. Lewis, pointing out that cefisnce of the government is
defisnce of the government no matter who is guilty of it and
that it is not ecricket in time of war.

The cifference it seews to me is that ér. Lewis hac
government on occagion that he woulc either heve his demends
or stop procuecing cosl. Mr. Lincoln has never suggestec

directly or inuirectly that he woulc stop procucing the weld-

ing rod thet he menufsctures. I think that your use of the

word "insolent" in connection with Mr. Lincoln's sttitude is

most unfair as I have hearc wr, Lincoln testify before the House
Ways enc Means Comiaittee and before the Senaie Finsnce Committee,
éno his attituae has never been anything but courteous ancd resson-
sble.

told the

Another aifierence between John L. Lewis and James F. Lincoln
that Lewis is trying to get more money for the things that he

to sell, that is the labor of the members of his Union, wherees
Mr. Lincoln is not trying to reise his prices snd is not pleading
for an increassed return.

The earnings of Americen industry have fellen off from 1940 to
1941, sna egein from 1941 to 194Z. It must be remembered that
renegotietion is applied on top of &nd in addition to the cemsands
of the excess profits tax, snc the effect of federal taxation on
1942 earnings is to remove about #/4 of them and remove them in
cush,

Thet means that the residue is in meny cases
bricks, mortars and mschines, snd typical of

wholly tied up in
the predicement in
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which the business men finds himself is the testimony of Mr. C. N.
saffora, Treesurer of the Lovejoy Tool Company of Springfield, Vermont,
on Scptember 16, 194%, before the House Ways and ieans Committee.

sr. Safforu pointea out that in order to meke the peyments demended

by the Bogton Ordnasnce Price Adjustment Boerc, his compeny will have

to go to the bank anc borrow money.

The difference between your point of view and that of the industrislist,
Rabbi Silver, is that you are thinking of renegotiation &s the recovery of
excessive profits. You are thinking of the theory of renegotiation #as
Congress wrote it into the lew. The incustrialist is complaining bitterly
gsbout renegotiation gg jt is carried out. He is compleining ebout what

is actually haprening to his compasny ana to other companies, not on =
basis of theory, but on & basic of hard experience. You think thst he

is fi hting for additional prof'its so that he can huy & cadillec car anc
buila & bigger house. The industrielist is struggling to retain enough
of his 1942 earnings so that his company will not close up when the war is
over.

The corporations of America face the responsibility of meintaining employ-

ment ag nearly as possible st present levels after the fighting stops &nd
of offering employment to the returning soldier. Now you can't have it
both ways. You can either milk & cow or cut stesks out of her, but you
and the other liberals in the United States have got to make up your mind
es to which you are going to do. IYou just cen't have both,

necerely yours,

Jott (s

Tell Berns
Genersl Mensager




W. WOFFORD T. DUNCAN, D.D.. LL D.

Pastor, COLUMBIA METHODIST CHURCH. PARBOMAGE: HIGHWAY B2
CoLumBia CENTER, POST OFFICE COLUMBIA STATION. OHIO
TELEPHONE; "CoOLUMBIA BTATION BI1T7™

January 5, 1944.
My dear Rabbi Silver:-

1 was delighted to read the portion of your
prophetic utterance of last Sunday as reported in the Plain Dealer
last Monday. Your emphasis of the need of fair play on the
part of the press in condemning capitalistic greed as well as that
of labor, was most timely.

I do not consider that the reply of the editor of the
Plain Dealer on Tuesday was at all adequate- Because capital
uses a different method of securing war profit it by no means

..-"'.-.FJJ
. followsthat it is lily-white in comparison with labor- I do

you
f‘”'fﬂfgnt think that. "overlooked entirely" anything in this connection. What

you refused to "overlook" was the fact that because capital has
not "hung out a sign" of opposition to the government in its search
for war-profits it has in a more subtle way sought financial gain.

In giving away a large portion of my library before putting
it in storage when leaving Lakewood, I was careful not to lose
your two valuable books. The later wolume which you kindly gave
and autographed for me two years ago last November is particularly
appropriate to this hour, for you then anticipated much that is
now being said by those who seek a just and durable peaces

With all good wishes and kindest regards,

Very sincefély7"-ﬁhuﬁjlt
W. W. T. Duncan
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Parlee C. Grose,
iieComb, COChio.
Jan., 6, 1944,

Rabbi Silver,

The Temple,

E. 105th and Aneel R4,,
Cleveland, O.

Dear Rabbi Silver:

I am encloging copy of a letter
to the PlainBealer in which I Join your
forum in expresgsing some views.

There 1s one thing that
gratifies me: If you and enough other
able minds energetically address thought
to some of these perplexing and dis-
turbing questions, some stupid and un-
clvillzed practices may one day be
abolished.

Very truly yours,

Rl &

Parlee C. Grose




Perlee C. Groge,
daComh, Onio.
Jan, 6, 1944,

Editor,
?lain Dealer,
i-leveland, vhlo.

Lear Sirs

Rebkl "Ylver's demimeletion of "a gelfaripshtemms Jameg 7.
~ineoln” end your following editoriel, mint heve exerclsed thouht-
ful zinds.

Rabbl “ilver's erxpogition, 1t seems to me, carried an un-
warranted %las ('n implicetion, nt lemat) favorshle to the laboring
man and his weapon of the strike. Tn sny event, the welcht of hie
argusent was focised on the Industrialist rather than on striking
aor.

4 Your editorial wes falr, { think, i1 pointine aut thile

Mabe lence. The industrialist, the soldier, the farmer--nione of these,
nowever dissatisfled alth Uh'tf‘ reaspective 10t¢ in a war egonoxy,
havk resorted to the gtrike.

But there 1s aunother phase of the question, one demanding
gome cleAr thinking. “That 1t involves fine pointe on which thought-
ful men will differ le evidenced by the minority report of the senate
flnance committee on the renegeotiation bHi1ll.

Called br the exigencles of war from thelr peace-time pro-
fesalong and buginesees there g in the aramed forces today & homt of
Ltezperary captalins, majors and colonels who at the exniration of war
will return to thelr o0ld Jobs ané thelr 21¢ sconomic status:. D0 they
set forth the c¢le'm that thew hayve geculired a veeted interest in
thelr captalnoles ané coloneleten =nd that the nost-war wellfare »f
the country demanis that they cerry on ag ench?

Averise the exigencien af war hiave oripnled many emall
peace-time hbuasinenres, thelr funde and labor being siphoned Iinto the
vastly expanded defense plents esuch ¢ that of Jamees . Linenln.
Like the temporary captaing and colonels, r. Linenln, I suppoge,
hae received = cert=in galarr corpengation, snd 'uetly. But zith
just what validity, T wish it were pade clear, doee lMp. Lineoln
held that hies expended plant phould continue, rather than flow back
{1lke the ceptaing and colonele) to the pre-war establiichments?

In btrief: If & defense plant aceumilates xax profite, will 1t not
be 4t the expenge of the already crippled peace-time enterprise?
Lnd which of the two has the valld clalm to the funde (pavinge of
the country at lerge) in guest'ons

Ap to the contention that profits are conducive to effi-
clency and plant economlen; marbe it would work still more potently
1f tried out firet with the boyas &t the front.

in any avent, here are some fine pointe calling for hard
thinking. Personally, I suspect that enlightened opinion will one
day revolt at thes thought of elther war-time profits or war-tinme
etrikes.
Verr truly,

P



Canton, Q.
Jan. 7 the

Editor of the
Flain Dealer, and

Rabbl A. H. Silver,
Cleveland, O,
Gentleuen:

I notiee that you two are having a nice qulet 'rhu-
barb' about labor and industrial Racketeers, Rabbl Sil-
ver claiming that you refuse to print newe eoncerning
the profiteers of industry.

I belleve he is eorreect and, without any invitation
of any kind, what say we make it a threesome?

As we all know, any Editor could claim that "Two and
two are five®™ and win the argument, because, beilng an
kEditor, he has the last word.

Therefore, this letter to you has two aims (1) to
make you prove your elailm that you 'have been quiek to
econdemn industrial Racketeers' and (2) to furnish proof
to Rabbi Silver, (he ecan keep thies among hie souvenivs).
that, should you fail to prove your elaim, he really won

an argument with an Editor.

If your eclaim is correct, please prove it to me, by
mailing me a Dec. 8, 1943 igsue of your paper, whieh should
contain the following plece of news:

"On Dec. 6, 1943, ir. W. F. Rockwell, Chairman of the
Board of the Timken-Detrolt Axle Co., while appearing be-
fore a Congressional Committee, was told by la}. Gen. Luclius
De Gl&y, Director of llateriel, that contract # W-20018-0RD=-
816 was "utterly unreasonable and contains terms that the
@Government should never yield to".

You might mail the paper carrying the above news to Rabbi
Silver; he would enjoy reading 1it, 1 am sure.

Also, if your e¢laim about printing the above kind of news
is true, su; pose you mail to lir. Silver and I coples of the
Plain Dealer of Dec. 13, 1943. We would love to read the fol-




-lowing bit of news eoncerning the same contraet:

"The U. S. Army, on Dec. 11, 1943, surrendered to
the Timken-Detroit Axle Co., on terms whieh it told the
Senate flve daye earlier were "atterly unreasonable™."

Did you print that, Ir. Editor? If so, prove it!

S0 you never heard of a Profitteering Industrialist
conducting & strike, eh? Vhat do you ecall the above?

But, I am just beginning, Gentlemen; get a load of
thles

Can you prove to Rabbi Silver and I that you told
your Readers the following facts?

During the Committee meeting mentloned, lir. Rock-
well admitted that:

(a) Timken-Detroit made (before taxes) $39,839,000 in
1943, as compared to $2,116,000, thelr peacetime average.

(b) Timken-Detroit pald almost three times as much in
dividends in 1942 as they pald in the pre-war years of
36, 37, 38 or 39.

(This caused lMrs. Graham, who 1s looking over my
shoulder to remark: "Wwith so mueh eoupon elipping
going Dn‘ no wonéer I could not buy a new pair of
seissors”.)

(e¢) The salaries of Timken-Detroit Executlives for 1942
vere only 81% more than they received in 1940.

At this time, suppose we pause long enough for me to
bet you two new hats, (one for Rabbi Silver, also), that
no one connected with the Plain Dealer can flnd a slngle
Employee, Union or non=Union, whose hourly wage has been
inereased in the same proportion.

Wanna bet, lr. Editor?

Getting back to Hr. Rockwell agaln---hold onto your
hats Gentlemen; this will floor you.




Did the Plain Dealer (?) print the following state-
ment by lr. Roeckwell?

In answer to the guestlon "Wwhy éid you fight against
the Renegotiation Act?", Patriot Rockwell replied:;

(quote) "I decided to fight against that law because
lts method of adminlstration endangered the welfare of
11,000 Tinmken=Detroit Stockholders™. (end of quote).

Patriot Rockwell thinks more of the welfare of his
11,000 eoupon elippers, than of his Country.

We would like to have you mall the Plain Dealer hava-
the above news in it---if you ean, lr. Editor.

Now, lets us get around to your statement about how
l'r. Farmer never gets off of his plow, to ask Washington
for overtime, etc.

The above remark is too inane to deserve mueh of a
reply, for two reasons--- (a) Abner Turnipseed ls very
well represented in Washlington, thank you, and doeen't
have to go there and (b) he has more sense than to get off
of his plow.

Mo Siree----01ld Ab Jjust rides that cultlvator of his
and turns that niee fresh earth up so that it nestles up
agalnst that head of lettuce.

And when that choliece vegetable reaches maturity, he
hauls it into Canton, to the eorner of Dryden Ave. and
4th Ste N. We, (Farmers! llarket), and when irs. Graham
comee up with its pre-war price, ten cents, 0ld Abner
ralees his shaggy eyebrows, thereby dlslodging several
goats, and sayes "Sorry, Lady; thls here now lettuce is
24 cents, take it, or leave it, by gum"!

Ir. Turnipseed is getting by, lr. Edltor--he's get=
ting by« If you don't believe it, ask lrs. Edltor.

In eonclusion, I am forced to admit, (grudgingly),
that there was one thing about your editorlal which was
right 'on the beam', s0 to speak.

That was its title

"phere Is A Difference".




fon see---I read the facts about the five day Tim-
ken=Detrolt strike in the Country's greatest paper—---

"Pu*™.

And, when PD is compared against P, Gentlemen

"There IS A Differencel!}

Or, am I too loud?

Sincerely yours,

1ifftwi;_ é?f J?;def:l L1

1224 Homedale N. W.,
Canton (3), Ohio.




January 7, 1944

Mr, Edger S, Byers
Friebolin & Byers
£002 N.B.C, Bu ilding
Cleveland 14, Ohio

My dear Mr., Byers:

Thank you s¢o much for ysur tuoughtfulness
in writing to me. I enjuyed reading your latter
greatly, The subject had to be brought to the
fore and I am glasd that it has aroused widespread

discussion which may result in soge good.
With all good wishes, I remain

Eo8t cordially yours,




Dr. W, Hofford T. Duncan
Columbia Methodist Church
Columbia Station, Ohio

My dear Dr, Duncang

Thank you so much for your thoughtfulness
in writing %o me. I enjoyed reading your letter
greatly. The subject had to be brought t. the
fire and I am glad thut it has wroused widespread
discussion which may result in some good.

Aith all good wishes, I remain

Yost cordiully vours,




January 7, 1944

lir. Tell Berna, General idanager

Nutional Machine Tool Bullders' Assoclation
10825 Cornegle Ave,

Cleveland, Ohio

My dear kr. Berna:

Perait me to thank you for your kind letter of
January 4 which I read with a great deal of interest. It
is difficult to enter into a discussion of so large a subject
within the confines of a l:otter. I should merely like to
call your attention to the newapaper report in the New York
Times of yesterday headed "Find Huge Profits #Would Be Returned"
which gives part of the formal report made by four members
of the Senute Finance Comuittee. This rejsort gives some very
revealing statistics which are disturbing the dmerican peopl:,

I wish there had been a fuller coverage of my Sunday
morning address. My point was thut there was too much of the
pot calling the kettle black, but that all groups, each in its own
way, had been gullty and that the grave hour calls for a heart-
searching on the part of all. The great opportunity of the press as
I see it was not to stigmatize one group for failure to understand
that the hour calls for gre.t sucrifice and pass lightly over, or
even completely cover up the offenses of the other ygroups, but
to call all of them to a strict patriotic accountability.

Very cordially yours,




'Hr- As uuttp‘ﬂthﬂ

Americen Building and Rupair Co.
Swetland Building

Cleveland, Ohio

My dear Mr, Guttentag:

Thank you for your thoughtfulness
in writing to me. I enjoyed rezding your letter
greatly. The subject had to be brought to the
fore and I am glad that it has aroused widespread
discussion which may result in some jzood.

With &ll good wishes, I remain

Hoat cordially yours,




Mrs. Ade Murray Clarke
12488 Cedar R4,
Cleveland Heights, Ohio

My dear Mrs. Clarkes

Thank you so much for your thoughtfulness
in #riting to me. I enjoyed reading your letter
gre tly. The subject had % be brousht to the
fore and I am glad that it has sroused widespread
discussion which may result in som= good.

with all good wishes, I remain

iost cordially yours,




January 7, 1944

Mr., Wm. M. Davy, Secretary
Cleveland Industrial Unionm Council
m WHalnut ave.

Cleveland, Chioc

My dear Kr, Davy:

Thank you for your thcughtfulnass
in writing to me. I enjoyed reading your letter
greatly. The subject had to be brought to the
fore and [ am glad thut it has eroused widespread
discussion which muy result in some good,

With all good wishes, I reuain

Bost cordially yours,




January 7, 1944

Dr. Howard M. Wells

First Presbyterian Church
16200 Euclid Avenue

East Cleveland 12, Ohio

My dear Dr., Wells:

Thank you so much for your thoughtfulness
in writing to me. I enjoyed reading your letter
greatly. The subject had to be brouzht to the
fore and I am glad that it has aroused widespyread
discussion which may result in some gzood.

#ith all good wishes, I rewrain

Most cordially ;ours,




Ja muary 7, 1944

Dr. Jacob C. Meyer
Western Reserve University
Cleveland 8, Ohio

My deaur Dr. Leyers

Thank you so much for your thoughtfulness
in writing to me. I enjoyed reading your letter
grestly. The subjact had to be brought to the
fore and I am glad that it has arcused widespread
discussion which may result in some good.

%ith all good wishes, I remain

Most cordially yours,




Janusry 12, 1944

Mr. Williem H. Dickson
2086 Adeliert Roed
Clevelund, Crio

Y dealr wi's Dicksoni

I know thet you are engry at labor racketeers
end those who tloough sirikes interfere with our war
effort. 1 shire these sentimonts with jou fully. Contrary
to your ismpression, 1 have fregyuently denounced the labor
rackebuer iJrom wy sulpll, and thece criticisw nere
repoited in tie public press and cccusionally were gcommented
upen editorially.

Tie whole podat to oy address, a fev Sundays

ago, wad thet men 1ik: yourselfl crhesust all thelr patriotie
indignetlon onr labor racketeers and strikers and have

none left for uncomsclonabla war profiteers who are using
the war and the tragedles of the war to enrich themselves ==
men who contemptuously flout an? Jemounce cur own government
when 1t seeks to recover from them our:geocusly excessive
war profits. LUy subject was inflation, and I asked, in

the course of my address, why Fifty thousand dollar honuses
were lesa influtiopary and more patriotic than an extra

five or ten dollar bill in the pay envelope of a wsorking
man. The war profiteering on ths part of men like Lincoln
arouse and incite the lsuboring man und are responsible for the
sullen resentment which is widesoread in thelr ranks.

The pot calling the kettle black is no way to
help our country get out from the dungercus inflation
cycle into which it is rapidly moving.

Very sincerely yours,
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W.R.U. Cleveland 6, Ohlo.

Rabbi Abba Hillel Silver,
The Temple,
Ansel Road, Cleveland 6, Ohio.

Dear Rabbl Silver:

Congratulations againl This time you have the editors in a hot place
and they seemingly resent being caught with the goods. Who would not? I 1like
so much the P,D. editor who argues that Lincoln "has been fighting for an
equitable administration of the renegotiation law,...which will make it possible
for industry to survive the war and resume peacetime operations with some hope
of providing jobs etc etc.”™ Is it not fine to be located where one can prejudge
the whole case while one is making the arguments: I suspect you and I used to
do that when we were Sophomores in high school,but I mean it would be fine to
be thus innocent of all the rules of logic throughout one's lifetime. It
must be most helpful for the editor who makes excathedra pronouncements on
welghty problems.

The editor had already agreed that no one has a moral right to try to
make money out of the war. He must not read his own newspaper if he thinks
that is not happening nowj;emem in the very issue of the paper in which his
editorial appears the evidence is given. Some get the "dough” without the strike,

Again we are informed that no American industrialist has interfered with
production. Another excathedra statement bearing all the marks of fallibility!

Has the editor never heard the expression "Why should I work and make
sacrifices when the few are raking in the dough®™ Apparently he must be deafl

Mr. Lincoln has the money in hand, the laborer is trylng to get it.
Naturally they use different methods but the objective is the same. The editor
would seem to argue that because one man is trying to kick the pig skin north
he must be playing a different game from that of his opponent who is trying
to kick it sohith. K11 such arguments simply add up to an obviously evident
inoompetence to judge the action of the participants.

Finally just why should incentive be necessary for the few and not for
the many? Vhy permit some to get more and more on the basis that they must have
incentive and then freeze the income of the others as though they belonged to
a different species of the animal kingdom® MlMay it be that the Lincoln's are
Nordics, supermen or even little models of the Hitlers and Mussolinis% Again
the infallible editor might call upon the anthropologists and those who
have the calipers to measure cephalic indexes if he were not convinced of his
infallibility and competence.

But this is getting too long. 1 am enjoying the discussion and feel
sure some good is being accomplished by dragging these editors out into the
open and tagging them so all who run might read their real names.

Since I do not buy all the papers every day I hope 1 may not find
myself missing anything you may have to say in reply for the rebuttals always
interest me when the illogical and”infallible™meet those whose lnterest 1s
truth and justice.

Sincerely yours,

Jacob C. Meyer
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RENEGOTIATION

In the machine tool industry, renegotiation as at
present administered actually threatens the industry's
post-war survival,

The machine tool industry approves the principle
of eliminating excessive profits, as well as the review of
contracts to determine to what extent excessive profits
may have accrued. It objects to the methods used by
the Price Adjustment Boards in their renegotiation
procedure, because if they persist in these methods they
will deprive machine tool companies of earnings needed
to weather the impending post-war machine tool
depression.

As enacted by Congress, the renegotiation law
provides that the manufacturer and the Price Adjust-
ment Board shall come to an agreement as to the
amount of the manufacturer’s profits that are excessive,
and that therefore should be returned to the govern-
ment.

The return is assumed to be made voluntarily.,

In actual experience the machine tool builder sub.-
mits his facts and figures and the Price Adjustment
Board then determines the amount of money he must

pa}ri

If the machine tool builder feels that the demand
is excessive and declines to sign the “agreement” pre-
pared by the Board, he is told that if he does not sign,
the matter will be referred to Washington, with the
threat that the parent Board in Washington will de-
mand even more.

Instead of the procedure outlined by law, which
provides for renegotiation leading to agreement between
the manufacturer and the Board, or if necessary, court
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action to adjudicate the matter, we have a summary
decision by the Price Adjustment Board resulting in a
peremptory demand against which there appears no
recourse under present circumstances, save by Con-
gressional action.

The Price Adjustment Board is at once prosecuting
attorney, judge and jury, and to a large extent writes
its own law.

The machine tool industry takes this opportunity
to present to the public the facts with respect to its
position on this subject.

Machine Tools — A Story of
Peaks and Valleys

The machine tool industry is small by comparison
with many of America’s industries. It consists of some
three hundred companies which in pre-war years seldom

had a combined annual output valued as high as
£200,000,000.

The industry builds the machines used to cut and
shape metal.

Machine tools have a long, useful life. On work re-
quiring the highest accuracy they are frequently kept
in place for the work for which they were originally
purchased up to ten years or longer. Thereafter they
are shifted to other departments or sold to other plants
for work requiring less accurate or less modern machines.
By so shifting down the line, machine tools may be kept
in production for forty years or more. Depreciation
results from obsolescence and gradual loss of accuracy.
Practically speaking, they hardly ever wear out.

By far the largest part of the production of the
country is therefore ordinarily done on machine tools
that are more than ten years old.
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Manufacturers buy machine tools only when their
present equipment is inadequate to meet a rising de-
mand for their product. When their output starts down-
hill they stop buying new equipment and use what
they have.

The curve of machine tool output therefore, is a
story of sharp, high peaks and broad, low valleys, as
illustrated by the comparison to the trend of industrial
production in general on the following page.

Obviously in an industry of this character, reserves
must be set aside during the “peak” vears to carry
through the “valley” vears,

World War Il Machine Tool Peak

Machine tools are as essential to the manufacture
of the weapons of war as they are to the making of
products of peace.

Long before hostilities were forced upon this
country, American machine tool builders were called
upon by the metal working industries of Great Britain,
France and Russia, to help retool those countries for
“defense.

Over a third of the output of American machine
tools in 1936, 1937 and 1938 was shipped abroad for the
rearmament programs of those countries. T'wo-thirds of
these exported machines went to England alone.

By the middle of 1939 our machine tool builders,
of their own volition and with their own money, had
already expanded their plants and were training thou-
sands of new men to supply the needs of the United
Nations.

The advent of our national defense program
.. found the industry prepared, and when Japan's treach-
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ery forced the United States into w ar, machine toel
builders were ready; with machine tools designed for
mass war production, with expansion of plants and
training of men well begun.

The industry had by January 1, 1942, invested all
of 1ts earnings of the preceding five years — and more
in expanded plants and facilities.

Without the groundwork they had laid on their
own initiative we would not now have defeated the
submarine in the Atlantic: we would not now have air
superiority over the Mediterranean: we would not now
have seized the initiative in the Pacific.

Machine tool output was stepped up from $200,-
000,000 in 1939 to $400,000.000 in 1940, $775,000,000
in 1941 and £1,320,000,000 in 1942.

The peak of orders placed with the industry was
reached in March, 1942,

The peak of production was passed in January, 1943,

Beginning in February, 1943, output could be per-
mitted to decline gradually, so that by mid-summer new
machine tool orders ran less than a quarter of the volume
the industry was required to build in the preceding year.

In short, the industry’s war job, as concerns the
building of machine tools, is almost finished as this 18
being written, and the industry is even today headed
for another of its traditional valleys.

How Deep Will the Next Valley Be?

The machine tool industry is not greatly concerned
about its situation during the remaining period of the
war, for already its plants, equipment and skills are
being partially turned to production of direct war equip-
ment. The great dilemma of the machine tool industry
arises when war production ceases.
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When that time comes, American metal working
plants will have installed and ready for operation on
their floors, more than five times as many new, modern
machine tools as they had in operation in 1929,

Stated another way — in the ten years preceding
1939 the average annual output of the industry was
about 25,000 machine tools. By contrast, in the three
years ending in 1943, machine tool builders will have
produced about 700,000 machines.

Over 859 of these machine tools, produced for the
war, are of the same type as the machine tools in every-
day peace-time use, and some of them are already
being diverted from war work to the production of
non-war goods.

Because of improvements in design and materials,
these machine tools, regardless of strenuous use during
the past three years, will be capable of operation for at
least fifteen years longer.

In short, even if our domestic economy should be
maintained at top levels during post-war years, and we
hope it will, there are now more machine tools standing
ready and available in America than could conceivably
be needed to turn out all of the products required for
peace-time purposes for a long time to come.

There is talk in some quarters of possible export
markets that might absorb a share of the post-war
American supply of machine tools. In this connection
it must be borne in mind that for war purposes England,
Germany and Russia have during this war likewise been
building fantastic quantities of machine tools. South
America and the Far East are limited markets at best.
There would seem little prospect that exports will have
any major effect on the post-war machine tool situation
in the United States,
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Post-War Machine Tool Markets

What, then, is the outlook for post-war machine
tool markets? At this writing, they would appear
practically non-existent.

Eventually machine tool builders, as they have
done in the past under similar circumstances, will en-
gage in research and development, redesign machines,
introduce new models, and slowly regain markets.

But this takes time, and above all it takes money
— money to finance research and development, money
to pay workmen, money for building, testing and selling
new models. The engineers and mechanics that the
industry has developed are the very foundation for
these developments. Once lost, they can be replaced
only with difficulty, and after long training.

[t is money for these purposes which machine tool
builders are striving to retain out of the earnings of their
war production period; and herein lies the crux of their
inability to agree with the findings of the Price Adjust-
ment Boards.

To make clear how sharply the machine tool post-
war outlook differs from that of other industries, con-
sider by way of contrast, industries such as automobiles,
refrigerators or radios.

For instance, take the refrigerator industry. In 1941
it sold 3,500,000 electric household refrigerators. Since
then neither materials nor facilities have been avail-
able for their further manufacture in anything like
this quantity. Meanwhile refrigerators are wearing out.
A vast potential post-war electric refrigerator demand
1s being built up.

During the war, companies formerly manufacturing
refrigerators have converted their plants to war produc-
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tion. The moment war is over and they return to their
regular product, think of the business which will be
theirs!

But suppose that household refrigerators had been
necessary for the prosecution of the war, and that the
nation’s refrigerator companies had, during the war,
supplied the nation with ten times as many refrigerators
as it would normally need in time of peace. What then
would be the post-war outlook for the refrigerator
industry?

That is exactly the post-war outlook for the machine
tool industry.

It is the contention of the machine tool industry
that machine tool builders who have, during the war,
supplied their market at least ten vears in advance,
should be permitted to retain a larger share of their
earnings than need be retained by companies whose
post-war markets are by contrast building up toward
new highs all through the war period.

Original Purpose of Renegotiation

It seems clear that Congress set up the machinery
of renegotiation for the particular purpose of recovering
a larger share of “windfall” profits than would be re-
covered by taxes alone.

A typical instance is that of a war product on
which there had been little or no production experience.
Lacking knowledge of costs, the price was set high
enough to allow for contingencies. With production
experience and volume far larger than anticipated,
costs proved to be far below estimates and earnings were
correspondingly greater. The tax laws, operating upon
a fixed percentage basis, do not provide adequate
correction for such circumstances. Renegotiation was
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set up as a supplementary means of siphoning off
that part of the earnings which obviously were out of
line.

We doubt seriously whether renegotiation should
be applied to companies manufacturing products on
which the cost was known at the time the contract was
entered into. That is the case with machine tools. Price
ceilings on machine tools were set by OPA long before
renegotiation legislation was enacted by Congress.

Furthermore, we doubt whether renegotiation
should be applied to companies furnishing to other
manufacturers standard equipment of a type having
universal use in time of peace as well as in time of war,
and with a useful life extending far into the post-war
period.

The Price Adjustment Boards, however, have pro-
ceded to apply renegotiation well-nigh indiscriminately
throughout the entire war production picture.

The machine tool industry does not object to the
principle of recovery of excessive profits. In the machine
tool industry, just as in many other industries during
the war, the unexpected increase in volume has made
possible dollar profits larger than anticipated. It is be-
lieved that in some cases a larger share of such profits
than is taken by taxes should be returned to the govern-
ment. The industry disagrees with the Price Adjustment
Boards on the amount of profits to be returned.

A portion of these profits represents earnings that
under other circumstances than war would have been
made over the next ten years or more; war production
having simply anticipated the country’s normal require-
ments of new machine tools by that amount. The indus-
try seeks to retain against those next ten or more lean
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years a reserve sufficient to enable it to carry on, believ-
ing that a broken machine tool industry may cost this
country its supremacy in productive efficiency.

The industry therefore seeks to retain sufficient
earnings to set up reserves against the impending post-
war machine tool depression. This the Price Adjust-
ment Boards have thus far been unwilling to grant,

Effect of the Excess Profits Tax

In the Revenue Act, Congress has established the
rate of profit for the years 1936 through 1939, as a
“normal” level against which to measure the amount of
earnings that shall be subject to a “normal” tax. An
“excess profits tax” is then applied to all earnings above
that amount, of which ten per cent is earmarked for
return to the taxpayer after the war is declared ended.

The excess profits tax is fair enouch in principle.
[t makes no allowances, however, for the fact that in
some businesses variations from year to vear are more
extreme than in others in output or services rendered.

The machine tool builder, who has to contend with
an extremely spasmodic demand for his product, has
got to earn more in the good years to carry him over the
bad ones. Since it is only in the good years that the
excess profits tax becomes effective, he finds that in the
very years that it would be possible for him to provide
against his particular rainy day, this form of tax drains
away the sums that he has learned from past experi-
ence are necessary to pay the losses of operation through
the dull years that inevitably follow.

As already pointed out, the machine tool industry
early undertook voluntarily an enormous expansion in
order to build the machine tools required for the success-
ful prosecution of the war. The output of machine tools
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in 1942 was seven times the average for the vears 1936
through 1939, even though those vears were somewhat
better than the average for the previous fifteen.

The relative expansion is therefore far greater for
this industry than for most others, and the excess profits
tax exacts a proportionately greater toll. As a result,
machine tool builders, on the average, have been assessed
taxes equal to 739 of their 1942 earnings before
renegotiation,

In contrast, many companies, particularly those in
the consumer goods industries whose earnings in 1936
through 1939 were high in relation to their earnings in
the war years, are required to pay taxes as low as 559
of their 1942 earnings.

The machine tool builder regards the excess profits
tax a form of renegotiation, insuring against the likeli-
hood of anvone in this industry making excessive profits
out of this war.,

To make a bad matter worse, the Price Adjustment
Boards not only give no consideration to the effect of
taxes, but they, too, use the tax-base years 1936 through
1939 as a measure of what a company should regard as
a “normal” profit before taxes. So the unfortunate
machine tool builder who had a relatively low profit in
these vears is twice penalized; first by the excess profits
tax itself, which exacts a larger percentage of his earn-
ings than from most companies, and again by the Price
Adjustment Board’s policy of basing his allowable
earnings before taxes on the 1936-39 experience, which
bears no relation to his contribution to the war.

The Price Adjustment Board’s policy is not based
on any provision of the law as Congress passed it, but
the only remedy seems to be a Congressional enactment
that the task of the Price Adjustment Board shall be
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to recover any profits which appear to be excessive
after taxes.

The machine tool industry believes that this and
other policies adopted by the Price Adjustment Boards
in their renegotiation procedures,are not fully understood
because of the use of certain terminology which is mis-
leading.

Confusing Terminology

After completing renegotiation with respect to a
company, the Price Adjustment Board in many cases
publicly reports the amount of “profits on readjusted
sales” remaining for that company after renegotiarion.

Here is an example:

Suppose a company had a volume of $1,000,000 in
1942, with earnings of $200,000 before taxes.

The Price Adjustment Board, on reviewing the
company’s figures says that $100,000 must be returned
to the government,

This sum 1s then subtracted from the total volume
of $1,000,000, and the result: $900.000, is called “‘read-
justed sales™.

The amount of profit which the company is per-
mitted by the Board to retain after renegotiation is
then announced as “119}, of readjusted sales”.

In the first place, this figure obviously is defore
taxes, and secondly, although it represents 119 on
“readjusted sales” before taxes, it represents only 109
on the total of actual business done.

e i iy . s : P " . "

I'he Price Adjustment Board may sav for instance
that a certain company is permitted to retain a 1359
profit on readjusted sales™,
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But the management, who must give the share-
holders of the company a strict account as to the actual
state of affairs, may have to report that after taxes and
after renegotiation the company earned a net profit of
only 4.059 on its total business.

The Price Adjustment Board’s method of reporting
percentage of profits on “readjusted sales’ after rene-
gotiation inevitably conveys to the public a false impres-
sion as to the profits allowed. We do not suggest that
such an impression is given deliberately, but the fact
remains that the public is misled by such reports. The
investor who reads in the morning paper that his com-
pany has been permitted a profit of *' 159, on readjusted
sales” learns the disappointing truth from the com-
pany’s report to its stockholders that the actual net
profit is only 4,059,

““Profits Before Taxes'’

When the Price Adjustment Board announces that
a company has been allowed to retain 159, profit on
readjusted sales, it means “profits before taxes”.

Actually there 1s no such thing as profit before
taxes. In the minds of business men, or the people who
have put their savings into the common stock of a
company, a “profit” is the amount left after all costs
have been paid. None of the earnings are available to
the investor until the taxes have been paid.

Because of the unequal workings of the excess
profits tax, the company that 1s allowed to retain 159
“profit on readjusted sales”, which may be but 119
on its actual gross income for 1942, may retain only

-

39, after raxes are paid. And it is out of that 3%
that the company must provide reserves against future
operating losses before those who have invested their
money in the enterprise may receive one dollar in
dividends earned.




The resolute insistence of the Price Adjustment
Boards that only “profits before taxes’” can be con-
sidered or discussed has one important result. It creates
the impression that the boards are far more generous to
the manufacturer than they really are.

The assertion that machine tool builders have been
given preferential treatment because of the nature of
the industry, has been supported by the statement that
five brass companies have been allowed an average of
7.8% while ten machine tool companies were allowed
13.39%. This is very misleading unless we find out
what these brass companies and machine tool builders
paid out in taxes. For these are “profits before taxes”
and on “readjusted sales”.

At the time that statement was made, Defense
Plant orders, which were a very large part of 1942
machine tool business, were not included in renego-
tiation. Machine tool builders could retain the full
profit after taxes on this portion of their business, which
varied from a quarter to a half of their total output.
That situation has changed since July 2, 1943. Any
“profits before taxes” allowed machine tool builders
before July 2, 1943, (as in the foregoing statement) are
therefore subject to revision and must not be regarded
as conclusive.

Ratio of Profits to Net Worth

The Price Adjustment Boards make a great point
of the ratio of profits to net worth. This ratio taken by
itself i1s meaningless.

The “net worth™ of a company is nothing more
than the difference between its assets and liabilities.

For example, suppose that a company has net
assets of $100,000 and liabilities of $80,000. Its “net
worth” then would be $20,000, which is invested in
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buildings, equipment, inventory, and cash or liquid
assets. Suppose in a given vear that company earns
a profit of $4,000. That profit could be stated as 209,
of net worth”,

Now suppose this same company, under the pres-
sure of war expansion, borrows $100,000 and puts up a
new plant. In that case it has added $100,000 &oth to
its assets (investment in plant) and its liabilities (the
notes covering the borrowed money). Again subtracting
its total liabilities from the total assets we still get a
“net worth” of $20,000, but the company may have
done twice its former volume of business, and therefore
its profit may be $8,000 instead of $4,000. Its profit on
net worth would then have increased from 209 to 4097..
In other words, by increasing its debt risk and to that
extent Jeopardizing its financial position to meet the
exigencies of the nation’s war needs, it has doubled the
amount of its profit in relationship to its net worth.

Is the ratio of profit to net worth a proper basis
upon which to consider the amount of profits to be
recovered by the government through renegotiation?
If this ratio is to be taken seriously it means that the
company which has gone into debt the deepest and is in
most need of funds with which to make repayment is
the very company which should have the largest share
of its profits taken away by renegotiation.

Under the pressure of war demand the machine
tool industry could not have attained the requisite
degree of expansion without the investment of addi-
tional funds. In view of the post-war outlook it must be
borne in mind that the companies which added new
capital, either their own or borrowed funds, for expan-
sion purposes have greatly extended their risk as far as
the future is concerned. To penalize these companies by
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using the ratio of prefit to net worth as a renegotiation
vardstick is, we submit, clearly unjust.

Renegotiation Payments in Cash

Many people apparently have the idea that net
profits exist in cash. This is rarely the case,

By way of illustration — consider the machine tool
company which is permitted, after taxes and renegotia-
tion, to retain a nominal profit. In what form is this
profit?

On the basis of average experience in the industry,
the probability is that at least three-fourths of this
profit exists in the form of buildings, equipment and
machinery, materials and supplies, and parts of the
products in process of manufacture.

Suppose peace is declared tomorrow.

Can a company meet a pay-roll out of buildings,
equipment and inventory?

Can a company finance a program of research,
development, redesign and merchandising, out of build-
ings, equipment and mventory?

[s there any way when the war i1s over whereby a
machine tool company can convert that portion of its
profits represented by buildings, equipment, and in-
ventory into actual money without borrowing, and
further extending this risk or selling at a substantial loss.

To be sure, the machine tool builder may look for-
ward to a return of 109, of his excess profits taxes in the
fiscal year next following the one in which peace is de-
clared. Fighting ended in the last World War on Novem-
ber 11,1918. Peace was declared when the President
signed Senate Joint Resolution 16 on July 2, 1921, If
history repeats itself, and if fighting were to stop in
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November, 1943, this post-war tax refund may be ex-
pected in 1947, This would hardly assist the machine
tool builder to solve the problems he would face in 1944,

The extent to which net profits are represented by
buildings, equipment and inventory brings to the fore
another difficulty of renegotiation: the fact that rene.
gotiation payments must be made in cash.

A company cannot pay either taxes or renegotiation
refunds in bricks, machines or parts. It must make its
renegotiation refunds in actual money. Where is it going
to get the money ?

The answer to this question is apparently of no
concern to the Price Adjustment Boards. In one case
which has come to our knowledge, that of a small com-
pany which did a total volume of $750,000 in 1942, the
Price Adjustment Board stated flatly that the Board
did not care in the least whether the profits of the com-
pany were frozen or whether any of them remained in
cash.

Some companies are fortunate enough to have the
requisite amount in hand; others must borrow. In either
event the company is obviously stripped of a large
share of its current working capital, and put in a posi-
tion from which it cannot recover. A sizeable portion
of its cash has been taken away and it sees before it
only another cycle of taxes and renegotiation. Knowing
full well that once peace is declared its markets will be
practically non-existent for years to come, the machine
tool company must nevertheless face this period with
empty pockets. The question of survival is not theo-
retical.
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The Arbitrary Nature of Renegotiation

In considering renegotiation, it must be borne in
mind that unlike tax procedures, renegotiation is not
a matter of mathematical formula.

Our tax laws specify certain percentages of earn-
ings which must be returned to the government.

But under renegotiation, the additional amount of
earnings which must be returned to the government is
purely and solely a matter of the judgment of the Price
Adjustment Boards. In short, renegotiation becomes a
matter of taxation by men rather than taxation by law.

The situation is, to say the least, new in the annals
of American taxation procedure. Heretofore taxation
has been governed by rules. Now the judgments of
men supersede the rules, and we have groups of people
who have become a taxing authority over and above
the Internal Revenue Department — men who hold in
their hands, and can dispose of as they will, the post-
war destinies of American industry.

Effect Upon Machine Tool Builders

The machine tool builder appears before a Price
Adjustment Board with four critical problems which
remain unsolved:

1. Because of his large increase in volume by com-
parison to the pre-war tax-base years, he is subject
to an excess profits tax higher than that of many
other manufacturers.®

2. Now that Defense Plant Corporation business is
included under war contracts, the percentage of

* The machine tool builders are not alone in this. Excess profits taxes
bear heavily upon many other production equipment industries. The whole
group faces conditions similar to those ahead of the machine tool industry,
and has a like need for special consideration under renegotiation.
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business which will be construed by the Boards as
subject to renegotiation will be higher than for
a manufacturer in most other industries.

3. He has sold out his market for the next 10 to 15
years — whereas many other manufacturers, espe-
cially those in consumer goods fields, are looking
forward to an enormous post-war demand for
their products.

4. Competition of war built machines in the new
machine market already has begun. Machine tools
built for the production of war materiel even now
are being converted to production of peace-time
goods. Examples may be cited of machines used
less than a year on war work, and now turned to
the production of peace-time equipment.

Including Defense Plant Corporation contracts,
very few machine tool companies have completed
renegotiation. Judging from the demands thus far made
by the Boards, the industry is convinced that unless some
change occurs in procedure or in the law, they will not
be permitted to retain sufficient earnings to enable
them to set up the post-war reserves required by the
peculiar circumstances of their business.

The question is not merely one of renegotiation of
business done between April 28, 1942, when the law went
into effect, and the end of the year, What about 1943
business? And 1944?

To the machine tool builder the present situation
means that the very companies who are most in need
of building up post-war reserves are those who will have
the least chance to do so.

Following the last World War when taxes were no-

where nearly as heavy as they are today and renegotia-
tion was unknown, many machine tool companies went
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out of business. If no remedy is forthcoming the extent
to which today's machine tool companies may be able
to weather the post-war storms is problematical.

The Remedy

The machine tool industry urges immediate Con-
gressional action. It is apparent that the remedy should
take the form of an amendment to the renegotiation
law. The following principles are suggested:

1. Renegotiation on the basis of profits
before taxes should be abandoned. Agreements
should be made wholly in the light of profits
after taxes. Any other approach brings dis-
agreement and demands that are inequitable
and unjust.

2. The extent to which a company’s
product 1s expendable in the war effort should
be taken into consideration in determining the
amount of the company’s earnings to be re-
covered by the government through renegotia-
tion. In short, due allowance should be made
for the peace-time use inherent in the equip-
ment after the nation’s war needs have been
met.

3. Companies which have saturated their
post-war markets by reason of their war-time
production should be permitted to retain out of
their earnings the reserves necessary to main-
tain their service to the industries dependent
upon machines already installed, to finance
the engineering research that leads to new
developments, and to finance those new de-
velopments through the stages of experiment
to production for use. Only by this means can .
the American machine tool builders maintain
employment and restore their market position
in the post-war period.

There is to be considered, in this connection, not
only the responsibility of the machine tool and similar




equipment industries to maintain employment and
train men, but the fact that the capacity of this nation
to produce machine tools of great accuracy, produce
them quickly, and in quantities as needed, is essential
to national defense and to a sound national economy.
Post-war improvement of productive equipment and
employment are major economic considerations — but
of even greater importance is the need to keep America
in proper position for instant retooling for war, should
that need arise.






