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PROSPECT 2020 
U HR, SERVICE 

AMERICAN BUILDING AND REPAIR CO. 

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

Dear Rabbi: 

SWETLAND BUILDING 

CLEVELAND, OHIO 

January 3, 1944 

I have read your sermon, recorded in the Cleveland Plain Dealer 
of January 3rd, a number ot times and have come to the ccnelusion that you 
are taking the wracg stand. You are criticizing people, yet in your positicn 
you can correct this corruption and foolishness tha.t is eoing on. You have 
access to every Rabbi in the United States and you also have access to every 
minister, Catholic or any other religion. 

1herefore the stand that you have adopted i s the wrong one. You 
can create a working organization r,\ i th the help of the other churches and 
synagogues to aid the Government in annihilating this black market and 
halting the inflation. For example, Mr. James F. Lincoln v.hom you mention 
in your speech - if you check up you no doubt will f ind that he is a leading 
parishioner of' some church in Cleveland, and most of those who practice this 
coITupti on occupy front pews in some church or synagogue. 

Now is a perfectly 1 r ical time for all those people who repre­
sent the churches to combine and assume some responsibi lity. My idea is to 
set up a bureau - let's say you s tart it • n Cleveland - and '!lark it up to 
such aa extent that every church in the country wi l l help. It wi l l not 
take very long and you will find that the actual cancer lies among : he 
church members, who do not know that the minister means them when he gives 
them that long talk. Only in this we.y will you be able to cut out black 
markets and avoid the inflation you speak or in yolll' lecture. 

You know yourself it is easy for Congress to pass laws, but not 
1% of law violators are bro ht t o justice because it would take 50% or the 
population of the United Stat es as a police force if all the criminals 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 quite an undertaking, but the first 
organizat ion would not be hard to start and after tbat the movement would 
work by itself in every city. I know of five stenographers who will cive 
their time and effort without pay to help you start this organization. I 
am also willing to contrit ute $50.00 as a start toward financing the project. 
This organization should be started as soon as possible, because tm longer 
it 1s delayed the harder it will be to stop the corruptiai and inflation. 

J'rom 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 
waiting f or the other fe llow to do someth1Dg or trust that miracles are 
going to save us from the trouble that is waiting for us after the war 1s 
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disposed ot. It you read this letter with an open mind I think you 
will agree that at least I am on the right track. 



Rabbi A.H. Silver 

'lhe Talple 

lc,5 St. 

, V'✓ AR SA 
BONDS AND 

Cleveland 



I have long since stopped aubecribing to the Plain Dealer 
because ot its labol'-baitiag attitudei ', ,, • ( , • ,, ' • , ,, 't' j, ' 

their defense of J.F.Linooln is onq to be expected. At 
least the 1nanit7 of todq•s editorial eer11N to throw 
into relier your tairminded query which called forth 
their wrath. 

@& ~ 
(Mrs. ) Ada Mllrrq ..,,__..__, .. --e 
12483 4,;edar Rd. 
Cleveland Hgta. 
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NATIOnAL MACHlnE TOOL BUILDERS' AssOCIRTIDn 

TELL BERNA 
GENERAL MANAGER 

FRIDA F . SELBERT 
SECRETARY 

DALES. COLE 
ASSISTANT TO THE GENERAL MANAGf_R 

DIRECTORS 
PRESIDENT: 
JAMES Y . SCOTT 
PRESIDENT, VAN NORMAN COMPANY 

SPRINGFIELD, MASSACHUSETTS 

1ST VICE PRESIDENT: 
JOSEPH L . TRECKER 
VICE PRES .• KEARNEY a TRECKER 

CORPORATION 
MILWAUKEE, WISCONSIN 

2ND VICE PRESIDENT: 
WILLIAM P. KIRK 
VICE PRES ., PRATT a WHITNEY 
DIVISION NILES-BEMENT-PONO COMPANY 

WEST H"RTFORO, CONNECTICUT 

TREASURER: 
E . BLAKENEY GLEASON 
\/ICE. PRES., GLEASON WORKS 
ROCHESTER. NEW YORK 

ALBERT H . EGGERS 
PRESIDENT, GREENLEE BROS. a CO. 

ROCKFORD, ILLINOIS 

FRED H . CHAPIN 
PRESIDENT, THE NATIONAL "CME COMPANY 

CLEVELAND, OHIO 

WALTER W . TANGEMAN 
VICE PRES. , THE CINCINNATI 

MILLING MACHINE CO. 
CINCINNATI, OHIO 

CRAWFORD N. KIRKPATRICK 
PRESIDENT, LANDIS MACHINE COMPANY 
WAYNESIIORO, PENNSYLVANIA 

RICHARD E. LEBLOND 
PRESIDENT. THE R. K. LEBLOND 

MACHINE TOOL CO. 
CINCINNATI, OHIO 

Machine Tools The Master Tools of lndustr~ 
10525 CARNE GIL AVENUE 

CLEVELAnO 6 , OHIO 
J anuary 4, 1944 

Rabbi Abba Hillel Silver 
19810 Shnker Boulevurd 
i:>ht-.~er I;eif;hts , Jhio 

My ue~ r Rabbi : 

I have before lli8 your views as e_z;presseo in the Plvin Lec:1ler 
thib mornine;. Of course you ili&.y not ht,ve been correctly 
quoteu , but if you were , you are comp&ring. r . Lincoln with 
oor . Lewis, pointing out th&t o.efiance of the government is 
de.:iW1ce of the t'..ovcrnm6n t n0 11& t ttr ?;ho is guilty Jf' it and 
that it is not cricket in time of war. 

The o.ifference it seems to we is that oo.r . -ewic has told the 
government on occaaion that he woulr. ei thtr r ve his dernBnds 
or stop proc..ucinc coal. Mr . Lincoln has never su5be:=:tec. 
ctirec,ly or incirectly th&t be would stop procucjng tre weld­
ing rod th&t be m&nufactures . I thinlc that your u~e of the 
worn "in olent" i 11 connection with Mr . Lincoln ' s attitude is 
most uni"Bir ac I ha.v€ heara .wr. Lincoln tec:tify before the Hou"'e 
\\ays &no vieans Courndttee &nd. before the Bnc::1tt:. Finonce CoID.Irdttee , 
c:Jno hi e &ttituae has never been anything ut courteous no reeson-
ble. 

Another aifrerence betv1een John L. Lewis &nt..1 J ;;i me1: F . Lincoln is 
that Lewis is trJint to get 111ore m::mey for the things that he h s 
to sell , that is th€ labor of the members of his Union, heres 
Mr . Lincoln i. not trying to raise his prjce~ and ie not pleading 
for an increased return. 

The earnin s of American industry huve fallen off from 1940 to 
1941, Bno &gain from 1941 to 1942 . It mu t be remembered that 
renego tiction is applied on top of ano in amlition to the ci emc..ncis 
of the excess profits tax, ana. the effect of feceral taxation on 
1942 earnings is to remove about ~/4 of them &nd remove them in 
cash . 

That means that the resiaue is in mony cases wholl~· tied up in 
br~cks , mortars and ID8chines , and typical of the predicament in 
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whic the busines5 man finds himself is the testimony of - r. C. N. 
Sefforo, Tre&surer of the Lovejoy Tool Comp&ny of Springfield, Vermont, 
on s~ptember 16, 1945, before the House Ways and Means Colillaittee. 
~ r. Safforu pointeu out that in order to mE:ke the peyments aem nded 
by the Boston Ordnance Price Adjustment BoGra , his company ~ill have 
to go to the bank aw .... borrow money. 

The aifference between your 1-'vint o1 view and that of the industrialir:-t , 
Rarbi Silver, is th&t you are thinking of renegoti&tion as the recovery of 
excessive profits. You are thin 1'in6 of the theory of rene6 oti& t ion as 
Congress wrote it into the. law. The inoustria.list is comolEinin~ hitterly 
about renegotiation as it is carried out . He if'. colllpl~ining &.hout what 
is actually hap ,.-ening to his company &no. to other comp&nies, not on a 
basis of the0ry, but on a basic of hard experience. You think that he 
is fibhting for a.ddition&l profits so that e can huy b cadillec car and 
buila a bigter house. The industrialist is strugglin5 to retain enough 
of his 1942 earnings so that his company will not close up when Lhe ,,ar j s 
over. 

The corporations of America face the responsibility of maintaining employ­
ment as nearly as possible at present levels after the f iihting ftops and 
of offering employment to the returning soldier. row you can't h11ve it 
both ways. You can either rnilk scow or cut steaks out of her, 1:iut you 
and the other lib2rals in the United States h ve got to m&ke up your mind 
as to which you are going to do. You just can't have both. 

TB:et 

Sincerely yours , 

Tell Berna 
Genera.l 1J1&.na ger 



W. WOFFORD T. DUNCAN, o. o .. LL. o. 
PA.TOIi, COLUMBIA METHODIST CHURCH. PAll•ONAGSt HIGHWAY ea 

COLUMalA CaNTSII, PoaT OP'P'ICS COLUMalA STATION, OHIO 

TaLK .. HONS: "COLUM.IA STATION 917" 

January 5, 1944. 

My dear Rabbi Silver:-

I 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 -----~ - followsthat it is lily-white in comparison with labor• I do 
~ you 

not think t~t""""oYerlooked 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 ¥olume 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 peace• 

With all good wishes and kindest regards, 

Very s1ncer~e§"11r.,:---~---

w. ~ w. T. Duncan 
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Rabbi ~1lver, 
The Temple, 

Parlee C. Grose, 
l·1cCornb, Ohl o. 
J an . 6, 1941.1 . 

E. 105th nd Ansel Ra., 
Cleveland, O. 

Dear Rabbi Stlver: 

I am enclosing copy of a letter 
to the PlainDealer 1n which I Jo1n your 
forum in expressing some views. 

There is one thtng that 
gratifies me: If you and enough other 
able minds energetically address thought 
to some of these perplexlng and dis­
turb1n8 questions, some stupid and un-
c tvilized practices may one day be 
abolished. 

/~}&t, 
Parlee C. Grose 
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Editor of the 
Plain De~ler, and 

Rabbi A.H. Silver , 

Cleveland , o. 
Gentle .. 1en : 

Cc-.n ton , 0 . 
Jan .7th . 

I notice that you two are having a nice quiet 'rhu­
barb ' about labor and industri a l Racketeers , Rabbi Sil­
ver claiming that your fuse to print news concerning 
the profiteers of industry. 

I bel ieve he is correct 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 argunent , because , being an 
Editor , he h~s the last word . 

Ther tpre, this letter to you has two aims (1) to 
make you prove your claim that you 1have been quick to 
condemn industrial Racketeers' and (a) to furnish 11roof 
to Rabbi Silver, (he can keep this among his souv n1ns) 
that, should you fail to prove your claim, he really wo 
an argument with an Editor . 

If your claim is correct, please prove it to me , by 
mailing me a Dec . 8, 1943 issue of your paper , which should 
contain the following piece of news: 

''On Dec . 6, 1943, Iir . r. F. Rockwell, Chairman of the 
Board of the Ti en-Detroit Axle Co., while appearing be­
fore a Congressional Com ittee, was told by Haj . Gen. Lucius 
D. Clay, Director of i.~ateriel , tha t contract I 7-20 18-0RD-
8t6 was "ut terly unreasonable and contains terms that the 
Government should never yield to•. 

You might mail t he paper carry ing the above news to Rabbi 
Silver; he voul enjoy reading it, I am sure. 

Also, if your claim about printing the above kind of news 
is :true, su 1pos you mai l to Hr. Silver and I copies of the 
Pla.in Dea l er of Dec . tJ, 1943• ·1e ', oulu love tor ad the f'ol-



(2) 

- loving bit of n6ws eoncernine the s me contract : 

~The u. s . Army, on Dec . 1t, 1943, surrend red to 
the Timken-Detroit Axle Co., on t erms which i t told the 
Senate five days earlier were •utterl y unreasob~bleM.• 

Di d you print that, !.T . Edi tort If so , prove it t 

So you never heard of a Profitteering Indus tr ialist 
conducting a strike, eh? \!ha t do you call t he above? 

But, I am just beginning , Gentl men; get a load of 
t his : 

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

During the Com::1i ttee m etine; mentioned, .:lr . Rock­
well admitted t hat: 

(a ) Timken- Detroit made (before t ~xes ) ,39, 839 ,0 0 in 
t943, as compared to 2,T16,000, their peacet ime average. 

(b) Timken-Detroit pa i d almost t hree times as much in 
dividends in t942 as t hey paid in the pre- v1ar years of 
36, 37, 38 or 39. 

(This caused .. Irs . Grctham , who is loukin6 over my 
shoulder to r emar k : " :1th so much coupon clipping 
going onA no wonder I could not buy a new pair of 
scis sors .) 

(c) Th s al aries of Timken- D trait ,xecutives for t942 
v:er e only 81% mor e than t hey received in 1940. 

t t '~is time, suppose we pause long enough for me to 
bet you t wo new hats, (one for Rabbi Silver , al so ), t hat 
no one connected with the Pl ain Dea ler can find a single 
Employee, Union or non-Union, whose hourly wage has been 
increased 1n the same pro:Jortion. 

Wanna bet, Hr. ditort 

G tting back to I- r. Ro ckwell again---hold onto your 
hn.t s Gentle:nen; this will floor you. 
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Did the Plain Dealer (?) print the follo ing st te­
ment by Ur. Rockwell? 

In answer to the iuestion "why .id you fl ·ht against 
the Rene otiation Act? , Patriot Rockwell re r)lied: 

(quote) -I decided to fight against that law because 
its me thod of administration endan~ered the welfare of 
11,00 Timken-Detroit Stockholders • (end o~ quote). 

Patriot Roc}:well thinks more of the welfare of his 
1 t ,ooo coupon clippers, than of his Country. 

We would like to have you mail the Plain Dealer hav­
the above news in it---if you can, 11r . Editor. 

Now , lets us get around to your statement about how 
Irr. Farmer never gets off of his plow , to ask rlashington 
for overtime, etc . 

The above remark is too inane to deserve much of a 
reply, for two reasons--- (a) Abner Turni 4 aeed is very 
well re , resented in Washington , thank you, and doesn 't 
have to go there and (b) he has more sense than to get orr 
of his plow . 

o Siree----old Ab just rides that cultivator of his 
and turns that nice fresh earth up so that it nestles up 
against that head of lettuce. 

And when that choice vegetable reaches maturity , he 
hauls it into Canton, to the corner of Dryden Ave. and 
4th st. N. w., (Farmers • r.:arket), and when Hrs . Graham 
cor:iea up with 1 ts pre-war price , ten cents, old Abner 
raises his shaggy eyebrows, t h reby dislodging several 
goats , and saysi •sorry , Lady; this here now lettuce is 
24 cents, take it, or leave it, by gum"1 • 

11r. Turnipseed is get tine; by, ~·.rr. Edi tor--he' a get­
ting by. If you don 't believe it, ask~• ditor . 

In conclusion, I am forced to admit, (grudgingly ), 
that there was one thing about your editorial which was 
right 'on the beam•, so to s peak. 

That was its title 

"There Is A Difference•. 
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You see---! read the facts about th five day Tim­
ken-Detroit strike in the Country's gr atest pa r----

And, when PD 1s com. ared against PJ, Gentl men 

"There IS A Diff r ncettt 

Or, am I too loud? 

Sincer ly yours, 

1224 Hom dale N . rf •, 
Canton (3), Ohio. 

/ 

) 



• '='~ ., n . 
. tr • !4...~ar .:, • u-, era 
Fri b i • n • By rs 
2002 N. B. C. Building 
Clevel&nd 14, Onio 

7, l 4 

i,:J uch for l ~ur t.1, , .... ·h•f• lne 
J .Jl'ec r wlin:.: yo ~ l ·t t r 

'I' k yo 
1 .rit n to o. 
·re .. tly . Th_ s 
fore nd I l 
discu:,si on 'i.ic..'1 

bJ ct to be rous .t t the 
t ... t it l r:>used ~ide8~1reo.d 
yr ault in OQie good . 

·1th 11 good ·i. hos I re in 

0 t c rdi l , youro, 

A!.S 1BlC 



Jan r · 1, 1944 

Dr.,. afford T. Dun 
Col bi othodiat Church 
Col bia t tioo, Ohio 

My de r Dr. Dun , 

r 

T 
t n r· ting to 
,- re -tly. '!'h., 
f4,re 'i ! 

~ u o much !or r t houghtful.nan, 
e. I enjoyed readi your l t er 
u J ect n M to be r ht t tl • 

~H-t n roused de 
1scuaaion hie'. y result i s ~ood . 

1th 11 ood • e&, I Nil in 

o t ~o 11~11 o r 

Sa K 



January 7, 1944 

r. Tell Berna, Gener· 1 _,_,.. 
N tional • chine Tool Bui 
10625 C-rnegie ave . 
Cleveland, 0 io 

Yy de r r. Bernaa 

socl· tion 

Pemit e to thank you for your kin letter or 
January 4 which I read ;1th a gr ...lt al of int rest. It 
is difficult to enter ·nto disc~aion of so lar0 e subject 
1 thin confines ot • 1 tt r. I s ould merely like to 

call your ttention to t t e ne a~ r re ort in t .L Re York 
Ti~ s or • sterd he ded "Find ~ u e ?rofi ta ould Returned" 

hicb ive .. part of the fo 1 re;ort deb.; f our emb ra 
of the Sen· te Finance Co · ttee. This rer-ort ivea o.ne very 
revealing st tistica hich re di turbin 1 the c-icaa opl. 

I w·ah there h -n a fuller cover e or my Sun. y 
:iorninJ addres. point st t the- w""s too much t the 
pot calli - t.e ettle black, but ~h t ~11 roupa, e ch in its own 
wo.y, ad been l ty and t t the r ~ v hour c~lls r or a heurt-
ae rchin on t e part or 11. The r t op )ortunit or t 1e pr s as 
I see it a not to 1ti tize one •1roup for r ilurc to under. tand 
t t t .e hour c lls for gre .t aucrific un a 11Jhtly over, or 
even co pletely cover up the off nses of l other ,roupa, but 
to ca:Lll all or t~em to a trict triotic account bilitJ. 

V ry co 1 lq y urs, 
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A~ GuttenUlg 
er1 n Buildin 

S etland Bui.lding 
Cleveland, Ohio 

o.nd 

lily ,de Mr. uttenta a 

... pair Co. 

,. k yo for your th • . t fulnese 
1n wri tin to 1\9. I enJ oyed r e~in0 ar 1 tter 

/4 gr.#atl.y. The aubj ct h t o be hr ..,h.., t o the 
fore nd I ·l d that it has rous •• ide ) r 
discussion .. hich y r ul 1n e e g vod • 

1th ti.ll good s·10 , I r e in 

oat cordi lly y) r , 

.Sa BK 



January 7, 194ft 

ra. Ad Ii rra.y Cl rke 
l248S Cedar Hd. 
Cle 1 nd H ht , lio 

y de r r . C rice& 

ank •01.1 :to much for ./our t· o· - .t uln a 
in itin r to e. I enjoy r•, in :,our l tt r 

r tl • Tn... s:Jbject 1 d be bro .,ht t t e 
ore and I 1 . t . ,&t it h s roused ides rgad 

disc seion ·hich m.y reault in eo ~ ood . 

with ll ood i9 es, I rem in 

'" t .:..OS .l;; yours, 



Jan ry ?, 1944 

• m •• D vy, ecret ry 
Cleveland In ustrial Union Council 
1000 lnut tV8e 

Cl veland , hio 

yd r 'r , D vy, 

in writir. 
e· tl. 

Th nk y u r~r our 
o e. I enjo, c 

Te subj ct l ~ to 
tore n _ l •.:u-t :t t h s r 

. , r lettt!lr 
o t e 
des r &d 

discussion hich ~y res lt in a e ood. 

1th all ood is. , I r~in 

o t cor ia.lly ur, 

•iSaBK 



J n ry 7, 1944 

Dr. • Welle 
Fi st Preebyt ria.n Church 
16200 Euclid ~enue 
!ast Cleve and 1~, Ohio 

de ..r Dr. , ells& 

Than you s o much for j'Our tho httuln sa 
in t tin to e • I enj o ed. r If.din , .)' letter 

re&.tl • • sub ct had to be br.:,u ht to t e 
fore &1 t t it ~ s aro ad ides.,re d 
di c ·lt in SOlil ood. 

good : shes Ir ll!u..in 

ost c~r i l , r , 

HS1B!C 



Jan rr 7, 194' 

Dr. Jacob C. eyer 
estern Reserve Univ rsity 

Cleveland , Ohio 

de r Dr ..... e era 

nk yo 
in ritin: to me. 
re • tly. T· e :subj 
ore nd I ,1 d 
iacussion hicll 

o ucl: for :;our t hou httulneaa 
I enjoyed re ding your letter 
ct had to e br ,ht to the 
t1 t it l ti :r uaed .. esproad 
y reault in s e ~ood. 

nit 1 atll good L.) .e , I r~. in 

: .ost c rdi 11 -:>' re, 

iSa 
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, ~~· ~"~ • .t'~r.a.v 7 •u~-J 

r _t,1 .... ll l~ i' t.:. .... .., n·. ccct a~_ri" l e c .. manted 
n .. • i t-.,1•.i. 

Tr t~ ·t ol • ;>-.,i ... t t.., •• ~dr • Sund~ys 
~o, ·c..a ,.: .- t :1 ..• 11. • .,. ow ~~-' J . .::- : :::."' ;,;.'"' r ri~tio 

indign tlon ~ r~ ~:.~ ~ 
nou left for con~ 1 ...::..>l ~r ~r)fit sing 
t 1a c.r t...r.d t e t.r • cd! s )_t t>:e v !:.r t.. :'\, ric" t :1-e ~B-1 •• -
en hoc nte&ptuousl$ tlo~t ~o7 r nt 

when 1 t seeks o r c v r fro cessi ve 
ar profits. y subj c ·•·ws .!on, ruJd I & , in 

the courae or my addred, why fi~t~ th nd ollnr onU3el 
"ere less inflt1tioo ry and mo.. ~+riotio t 'an 
five or te dollar bill -to y nvE;!lo.,.. 

• Th w'-'r i)rot'i t ri1 Oil t !.. • rt 0£ ·: n ik 
~rouse nd incite th l ~borin· m~n wid ro re3pon 
ullen resentc nt hich is ·.ides. ead in their 

Lincoln 
le for the 

Tr e pot callin l' • kettle bl c is no ""I ., to 
help our country get out from the d erous infl tion 
cycle into hich it is r pidly movin. 

Very sincerely your, 

!HSaBK 
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EDGAR S, BYERS 
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Rabbi Abba Hillel Silver• 
The Temple, 

W.R.U. Cleveland 6, Ohio. 

Ansel Road, Cleveland 6, Ohio. 

Dear Rabbi Silver: 
Congratulations age.inl This time you have the editors in a bot place 

and they seemingly resent being caught with the goods. Who would not? I like 
so much the P.D. editor who argues that Lincoln "has been fighting for an 
equitable adminiatration of the renegotiation law •••• which will make it possible 
for industry to stll'Vive the war and resume peacetime operations with some hope 
of providing jobs etc eto.w Is it not fine to be located where one can prejudge 
the whole case while one is making the argumenti I suspect you and I used to 
do that when we were Sopboioorea in high sohool 9 but I mean it would be fine to 
be thus innocent of all the rales of logic throughout one' a lifetime. It 
must be most helpful for the editor who makes exoathedra pronouncements on 
weighty problems. 

The editor bad 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 tbioka 
that is not happening now;eaa in the veey 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 bas interfered with 
production. Another excathedra atatement bearing all the marks of fallib111ty1 

Has the editor never heard the expression ''Wey should I work and make 
aaorifices when the few are raking in the dough?" Apparently he must be deafl 

Ur. Lincoln bas the JOOney in hand, the laborer is trying to get it. 
Naturally they use different methods but the objective is the same. The ditor 
would seem to argue that because one man is trying to kick the pig skin north 
he must be playiDg a different game from that of his opponent who ia trying 
to kick it so•th. lUl such arguments ■imply add up to an obviously evident 
incompetence to judge the action ot the participants. 

Finally Just wey should incentive be necessaey for the few and not for 
the maeyT /ey permit aome 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! ~ it be that the Lincoln's are 
Nordics, supermen or even little models of the Hitlers and Muasolinial Again 
the infallible editor might call upon the anthropologists and those who 
have the calipers to measure cephalic indexes if he were not convinced ot his 
i~llibility and competence. 

But this ls getting too long. I am enjoying the discussion and feel 
sure some good is being accomplished by draggi11g these editors out into the 
open and tagging th.em so all who run might read their real names. 

Since I do not buy all the ,18pera every d.8-,V I hope I may not find 
Jey'&elf missing a.D1"thing you m~ have to say in reply tor the rebuttals always 
interest me when the illogioal and•ipfAllible"meet those whose interest is 
truth and justice. 

Sinoerely yours, 

Jacob c. Meyer 



RENEGOTIATION 

National Machine Tool Builders Association 
Cleveland 6, Ohio • • • • September, 1943 



RENEGOTIATION 

In the machine tool industry, ren gotiation as at 
present administered actually thr a tens th industry's po t-war survival. 

The rnachin tool indu. try approv s th principl e 
of eliminating exce sive profits, as \ ell a, th revic\ of 
contracts to d~termine to what extent exce ·ive profits 
may have accrued. It object to the method used hy 
the Price Adjustment Boards in their renegotiation 
procedure, because if they persist in th se methods they 
will deprive machine tool companies of earning needed 
to weather the impending post-war machine tool depression. 

As enacted by Congress, the renegotiation law 
provides that the 1nanufacturer and the Price Adju t­
ment Board shall come to an agreement as to the 
amount of the manufacturer's profits that are e cessive, 
and that therefore should be returned to the govern­ment. 

The return is assumed to be made voluntarily. 
In actual experience the machine tool buil<ler sub­

mits his facts and figures and the Price Adju tment 
Board then determines the amount of man y he mu t pay. 

If the machine tool builder feels that the d mand 
is excessive and declines to sign the "agreement" pre­
pared by the Board, he is told that if he does not ign, 
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 pre ent 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 u ed to cut and 
shape n1etal. 

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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i\Ianufacturer buv machine tool onl v when their . . 
present equipment is inadequate to meet a rising de-
mand for their product. \Vhen their output tart down­
hill they stop buying new equipment and u e what 
they have. 

The curve of machine tool output the ref ore, is a 
story of sharp, high peaks and broad, low valley , a 
illustrated by the comparison to the trend of indu. trial 
production in general on the following page. 

Obviously in an industry of this character, re erve 
must be set aside during the "peak" year , to carry 
through the "valley" years. 

World War II Machine Tool Peak 

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

Long before hostilities were forced upon this 
country, American machine tool builder were called 
upon by the metal working industries of Great Britain, 
France and Russia, to help retool those conn tries for 

• defense. 

Over a third of the output of American 1nachine 
tools in 1936, 1937 and 1938 was shipped abroad for the 
rearmament programs of those countries. Two-third 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 plant 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' treach-
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ery forced the l ' nited ,· rare: into v~ar machine to0l 
builders were readJ·; with machine too] : de, igned for 
ma • war production, with expansion of plants and training of men we]] begun. 

The industry had by January 1, 1942 invested alJ 
fits earning. of the preceding five year, - and more 

- in expanded plants and facilitie'" 

\Yithout the groundwork they had laid on their 
own initiative we would n t now have defeated the 
submarine in the :\tlantic; " . would not now have air 
uperiori ty o,·er the 11edi terranean; w \\ ould not no, 

ha,·e seized the initiati,·e in the P<1cific. 

~Iachine tool output was st pped ur from $200,-
000,000 in 1919 to $400,000,000 in J <J40, $775,000,000 
in 1941 and $1,.120,000,000 in 194_. 

The peak of orders placed with the industry \\'as reached in ~larch, 1942. 

The peak of production was pa, sed in January, 1943. 
Beginning in February, 1943, output could be per­

mitted to decline gradually, o that by mid-summer ne~ 
machine tool orders ran less than a quarter of the volume 
the indu try, a required to build in the preceding year. 

In short, the industry' war job, as concerns the 
building of machine tool , i almo t finished as this is 
being written, and the indu try i even today headed 
for another of it traditional ,·alleys. 

How Deep Will the Next Valley Be? 
The 1nachine tool indu try i not greatly concerned 

about it ituation during the remaining period of the 
war, for already it plan ts, equipment and skills are 
being partially turned to production of direct war equip-
1nen t. The great dilemma of the machine tool industry 
ari es when war production cea e . 
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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 1nachine . 

Over 85% of these machine tools, produced for the 
war, are of the same type as the n1achine 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 in1prove1nents in design and tnaterials, 
these machine tools, regardless of strenuou use during 
the past three years, will be capable of operation for at 
least fifteen years longer. 

In short, even if our domestic econon1y should be 
maintained at top levels during post-war year , and we 
hope it will, there are now more machine tools standing 
ready and available in An1erica 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 1nachine 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 1nachine tools. South 
America and the Far East are li1nited n1arkets at best. 
There would seem little prospect that exports will have 
any major effect on the po t-war n1achine tool situation 
in the United States. 
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Post-War l\1achine Tool l\1arkets 

,Yhat, then, i the outlook for po t-war machine 
tool n1arkeL? At thi writing, they would appear 
practical]., non-exi tent. 

Eventually machine tool builder , a they have 
done in the pa ' t under similar circum tance , will en­
gage in research and development, rede ign machine , 
introduce new n1odels, and lowly regain markets. 

But thi takes time, and abo e all it takes money 
- money to finance research and development, money 
to pay workmen, money for building, testing and elling 
new models. The engineer and mechanic that the 
industry has developed are the very foundation for 
these developn1ents. Once lo t, they can be replaced 
only with difficulty, and after long training. 

It is n1oney for these purpose which 1nachine tool 
builders are triving to retain out of the earnings of their 
war production period~ and herein lies the crux of their 
inability to agree with the finding. of the Price Adjust­
ment Boards. 

To n1ake clear how . harply the machine tool po t­
, ar outlook differs from that of other industries, con­
ider by way of contra t, industries suc·h a automobile. 

refrigerator or radio . 

For instance, take the refrigerator indu. try. In 1941 
it sold ,500,000 electric household refrigerator . ince 
then neither n1aterials nor facilitie ha e been avail­
able for their further manufacture in anything like 
this quantity. l\Ieanwhile refrigerator are wearing out . 
.-\ as t potential po t-war electric refrigerator demand 
i being built up. 

During the war, companie formerly manufacturing 
refrigerators have converted their plant to war produc-
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tion. The moment war i o,-er and they return to their 
regular product, think of the busine which will be 
theirs! 

But suppose that household refrigerator had been 
necessary for the prosecution of the war, and that the 
nation's refrigerator con1panies had, during the war, 
supplied the nation with ten times a many refrigerators 
as it would norn1ally need in time of peace. ,Yhat then 
would be the post-war outlook for the refrigerator 
industry? 

That is exactly the po ' t-war outlook for the machine 
tool industry. 

It is the contention of the 1nachine tool industry 
that machine tool builders who have, during the war, 
supplied their market at lea, t ten years in advance, 
should be pern1itted to retain a larger hare of their 
earnings than need be retained by companies whose 
post-war markets are by contra t building up toward 
new highs all through the war period. 

Original Purpose of Renegotiation 

It seem clear that Congress et up the 1nachinery 
of renegotiation for the particular purpo e of recovering 
a larger share of "windfall" profit than would be re­
covered by taxes alone. 

A typical instance is that of a war product on 
which there had been Ii ttle or no production experience. 
Lacking knowledge of cost ' , the price was set high 
enough to allow for contingencies. ,, ith production 
experience and volun1e far larger than anticipated, 
co ts proved to be far below estimate ' and earnings were 
correspondingly greater. The tax laws, operating upon 
a fixed percentage ba is, do not provide adequate 
correction for such c1rcum, tances. Renegotiation , a 



et up a a supplementary means of siphoning off 
that part of the earning - which obviou. Jy were u of Ii ne. • 

\Ye doubt eriou ·ly whether renegot1at1on -hould 
be applied to companie manufacturing product on 
which the co t wa known at the time the contract was 
entered into. That i the ca e with machine tool . Price 
ceilings on machine tool were ·et by OPA long b fore 
renegotiation legi lation wa, enacted by ngre. s. 

Furthermore, we doubt whether r negotiation 
hould be applied to companie , furni. hing to other 

1nanufacturer tandard equipment of a type having 
universal u e in time of peace a well a· in time of war, 
and with a u eful life extending far in to the post-war period. 

The Price .-\dju ·tment B ard ·, howe er, have pro­
ceded to apply renegotiation well-nigh indi criminatelr 
throughout the en tire war production picture. 

The machine tool indu try doe · not object t) the 
principle of recovery of exce ·sive profits. In the machine 
tool industry, ju t as in many other industries during 
the war, the unexpected increa. e in \'Olume ha made 
pos ible dollar profits larger than anticipated. It i be­
lieved that in some case a larger share of uch profits 
than is taken by taxes should be returned to the govern­
ment. The industry di agree with the Price .-\djustment 
Boards on the amount of profit to be returned. 

A portion of these profit ' repre ents earning · that 
under other circumstances than war would have been 
made over the next ten year or more; war production 
having simply anticipated the country's normal require-
111ents of new 1nachine tools by that amount. The indus­
try seeks to retain again t tho -e 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 po t­
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, Congre s has establi hed 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 enou~l-i in principle. 
It makes no allowance , however, for tht fact that in 
some bu inesses variation fron1 year to year are more 
extreme than in others in output or services rendered. 

The n1achine tool builder, who has to contend with 
an extremely spasmodic demand for his product, has 
got to earn more in the good ear to carry him over the 
bad ones. ince it is only in the good years that the 
excess profits tax become effective, he finds that in the 
,Tery years that it would be possible for hin1 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 1nachine tool industry 
early undertook voluntarily an enormous expansion in 
order to build the machine tools required for the succes -
ful prosecution of the war. The output of machine tools 
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in 194'2 wa even time the a,·erage for the year 19..,6 
through 1919 even though tho e year were omewhat 
better than the aYerage for the prev·ious fifteen. 

The relative expan ion i. therefore far greater for 
hi indu try than for n1ost other , and thee ce s profit. 

tax exacts a proportionately greater tol1. As a re ult, 
1nachine tool builders, on the average ha e been as es ed 
taxes equal to 73% of their 1942 earnings before 
renegot1at1on. 

In contra t, many companie. , particularly those in 
the con. umer good indu tries who e earning. in 19"'6 
through 19 9 were high in relation to their earnings in 
the war years, are required to pay taxes a lo, a. 55 
of their 1942 earnings. 

The machine tool builder regard the e ·ces profit. 
tax a form of renegotiation, in uring again t the likeli­
hood of anyone in thi indu try making exces. ive profit. 
out of thi , ar. 

To make a bad matter wot"'e, the Price , djustment 
Boards not only give no con ideration to the effect of 
taxes, but they, too, u e the tax-ha e years 19.16 through 
1939 a a measure of what a company should regard as 
a "normal" profit before taxe . . o the unfortunate 
n1achine tool builder who had a relatively low profit in 
the e year i. t, ice penalized· fir. t by · the e ce .. profits 
tax it elf, which exacts a larger percentage of his earn­
ing than from mo t companies, and again by the Price 
Adjustment Board' policy of ba ing his allowable 
earnings before taxe on the 1936-39 experience, which 
bear. no relation to his contribution to the war. 

The Price .-\dju trnen t Board' policy i not ba ed 
on any provi ion of the law a Congress passed it, but 
the only remedy seem to be a Congressional enactment 
that the ta k of the Price ~-\.djustment Board shall be 
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to recover any profit , hich appear to be exce 'Sl\'e 

after taxe . 

The 1nachine t ol industry belie e that this and 
other policie adopted by the Price .-\dju ·tmen t Board 
in their renegotiation procedures are not fullyunder tood 
because of the u e of certain terminology which is mi -

leading. 

Confusing Terminology 

After completing renegotiation with respect to a 
company, the Price Adjustment Board in many ca e 
publicly report the amount of "profits on readjusted 
sale " remaining for that company after renegotiation. 

Here is an exa1nple: 

uppo -e a company had a Yolume of $1,0 )0,000 in 
1942, with earning of 200,0 0 before ta e . 

The Price Adjustment Board, on reviewing the 
company's figure ay that $100,000 mu t be returned 
to the government. 

This ·um is then ·ubtracted fro1n the total volume 

of $1,000,000, and the result: $900,000 is called ''read­
ju ted ale-". 

The amount of profit which the company is per­
mitted by the Board to retain after renegotiation 
then announced a · "11 of readju ted ale. ". 

In the fir t place, thi figure obviou ly is before 

ta es, and econdly, although it repre -ents 11 % on 

''readjusted sale " before taxe. , it represents only 10 c 
on the total of actual bu iness done. 

The Price Adju tmenr Board may say for in ' tance 
that a certain c mpany is p .. :rmitted to retatn a "15 
profit on readjusted sales". 
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But the management, , ho must give the . hare­
holders of the company a , trict ace un t a, to the actual 
tate of affairs, may have to report that after taxes and 

after renegotiation the company earned a net profit of 
only 4.05 on it total bu. i ne .. . 

The Price Adju tmen t Board's method of reporting 
percentage of profit on "readju · ted sale " after rene­
gotiation inevitably convey to the public a faL e impres-
ion as to the profits allowed. \Ye do not sugge t that 

. uch an impres ion is gi en deliberately, but the fact 
remain that the public is misled b~· such reports. The 
investor who reads in the morning paper that hi com­
pany ha been permitted a profit of" 15 on readjusted 
ales" learn · the di ·appointing truth from the com­

pany's report to it stockholders that the actual nee 
profit i, only -1.05 

"Profits Before Taxes" 
\Vhen the Price Adjustment Board announces that 

a company has been allowed to retain 15 profit on 
readju ted ales, it means "proti ts before taxe ·". 

Actually there i no such thing as profit before 
taxes. In the minds of bu ·ine " men, or the people , ho 
have put their ·aving into the common st ck of a 
company, a ''profit" is the amount left after all cost · 
have been paid. one of the earnings are a ailable to 
the in estor until the ta es have been paid. 

Because of the unequal \.vorkings of the excess 
profits ta , the company that i, allowed to retain 15 ¾ 
"profit on readjusted sales", which may be but 11 ~ 
on it actual gro , income for 194-2, may retain only 
, % after ta ·es are paid . . --\nd it is out of that J ¾_ 
that the company must provi le reserves against future 
operating lo· e ~ before th ·e who have in e. ted their 
n1oney in the enterprise ma Y receive one dollar in 
dividend , eanfed. 
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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 n1anufacturer than they rea11y 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% whi]e ten machine tool companies were allowed 
13.3%. This is very mi leading unless \\·e find out 
what these brass companies and machine tool builders 
paid out in taxes. For these are "profits before taxes" 
and on "readjusted a1es". 

At the time that statement was made, Defense 
Plant orders, which were a very large part of 1942 
machine tool busine s, were not included in renego­
tiation. l\1achine tool builders could retain the full 
profit after taxes on this portion of their business, which 
varied fro111 a quarter to a half of their total output. 
17ha t situation has changed since July 2, 1943. Any 
"profits before taxes" allowed n1achine tool builders 
before July 2, 1943, (a 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 is 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. I ts "net 
worth" then wou]d be $20,000, which i invested in 

[ 16] 

,J 



building , equipment, inventory, and ca h or liquid 
assets. uppose in a given year that company earns 
a profit of $-!,000. That profit could be_ tated a. "20 / 
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 both to 
its assets (investment in plant) and its liabilities (the 
notes covering the borrowed money). Again subtracting 
it~ total liabilities from the total as et we still get a 
"net worth" of $20,000, but the company may hav 
done twice it former volume of bu ine s, and therefore 
its profit n1ay be $8,000 in tead of $4,000. Its profit on 
net worth\ ould then have increa 'ed from 20 to 40 
In other words, by increasing it debt risk and to that 
extent jeopardizing it financial p . ition to meet the 
exigencie of the nation' war need , it has doubled the 
amount of it profit in relation hip to it net worth. 

Is the ratio of profit to net worth a proper basi 
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 hould have the large t share 
of its profit 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 in estment of addi­
tional fund . In view of the post-war outlook it n1ust be 
borne in 1nind that the companie which added new 
capital, either their own or borrowed fund , for expan­
sion purpo es have greatly extended their risk as far a. 
the future i concerned. To penalize these companies by 
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u ing the ratio of pr@fit t net \\·orth as a re 1egotiation 
yardstick is we ubmit, c1ear1Y unju t. . . 

Renegotiation Payments in Cash 

~lany people apparently have the i i ea that net 
profit. exi. t in cash. This is rarely the case. 

By \i ay of illustration - con ider the machine tool 
company which is permitted, after taxe. and renegotia­
tion, to retain a nominal profit. In what form i this 
profit? 

On the ba i. of a \·erage experience in the indu, try, 
the probability i. that at lea t three-fourths of thi 
profit exi ts in the fonn of building equipment and 
1nachinery, 1naterials and . upplies, and parts of the 
products in proce. of manufacture. 

uppo e peace i. declared tomorro\,·. 

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

Can a company finance a program 
development redesign and merchandising 
ings, equipment and inventory? 

f re earch, 
out of build-

Is there any way when the war is oYer whereby a 
1nachine tool company can convert that portion of its 
profits repre en ted by building , equipment, and in­
,Tentory into actual 1noney without borrowing, and 
further extending thi risk or elling at a ubstantial los . 

To be ure, the machine tool builder may look for­
ward to a return of IO of his excess profits taxes in the 
fiscal year next following the one in which peace is de­
clared. Fighting ended in the last \Vorld \Yar on Novem­
ber 11, 1918. Peace was declared when the President 
igned enate Joint Resolution 16 on July 2, 1921. If 

hi tory repeat it elf, and if fighting were to stop 111 
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~oYem ber, 19--U, this post-\\·ar tax r fund ma • be ex­
pected in 1947. This would hardly as:ist the machine 
tool builder to solve the problem he would face in 1944. 

The extent to which net profits are represented by 
building , equipment and in,·entory bring. to the fore 
another difficulty of renegotiation; the fact that rene­
gotiation payments must be made in cash . 

. -\ company cannot pay either ta ·e. or renegotiation 
refund in bricks, machine ~ or part.. It must make it 
renegotiation refund. in actual money. \Yhere is it going 
to get the money? 

The answer to thi que tion i apparently of no 
concern to the Price Adjustment Boards. T n one case 
which has con1e to our knowledge that of a small com­
pany which did a total ,Tolume of $750,000 in 1942, the 
Price Adju tn1ent Board stated flatly that the Board 
did not care in the least whether the profit. of the com­
pany were frozen or whether any of them remained in 
ca.h. 

ome companies are fortunate en ugh to have the 
requisite amount in hand; others mu t borrow. In either 
e ent the company i obviously stripped of a large 
hare of it current working capital, and put in a po i­

tion from which it cannot recover. A sizeable portion 
of its cash has been taken away and it ees before it 
only another cycle of taxes and renegotiation. Knowing 
full well that once peace i 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 urvival i not theo­
retical. 
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The Arbitrary Nature of Renei1otiation 

In considering renegotiation, it n1ust be borne in 
1nind that unlike tax procedures, renegotiation is not 
a matter of mathematical formula. 

Our tax laws specify certain percentages of ean\._ 
ings which must be returned to the government. 

But under renegotiation, the additional amount of 
earnings which must be returned to the government i 
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 annal 
of American taxation procedure. Heretofore taxation 
has been governed by rules. Now the judg1nents 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 
ren1ain unsolved: 

1. Because of his large increase in volu1ne by con1-
parison to the pre-war tax-base years, he is subject 
to an excess profits tax higher than that of many 
other n1anufacturers. * 

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

• The machine tool builders are not alone in this. Excess profits t axes 
bear heavily upon many other production equipment industries. The whole 
group faces conditions similar to those ahead of the machine tool indus try, 
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 1nachines 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 
in to effect, and the end of the year. \\ hat 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 \Var 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 to I industry urges immediate Con­

gressional action. T t is apparent that the remed shoulJ 
take the form of an amendment to the renegotiation 
law. The following principles are suggested: 

I. 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 is 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 
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equipment industries to maintain employment and 
train men, but the fact that the capacity of this nation 
to produce machine tools of great accuracy, pr duce 
them quickly, and in quantities as needed, is e sential 
to national defense and to a sound national economy. 
Post-war i1nprovement of producti e 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, hould 
that need arise. 
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