
Can a Democratic Government 
Control Prices? 

An Interview with Joseph E. Davies of the Federal Trade Commission 
Formerly U. S. Commissioner of Corporations 

By G E O R G E C R E E L 

Author of " Wilson and the Issues," etc. 

TH E wonderful natural resources of 
the United States and the American 

genius for organization and industry make 
it possible for the population to live in 
comfort, health, and security. Instead of 
that, the great majority work in fear of 
to-morrow, and life itself is poisoned for 
the many by the sheer extortions of liv­
ing. Not only does this leaping cost of 
the necessities of existence concern the 
happiness of millions, but it has equally 
vital bearing on the permanence of demo­
cratic institutions. 

The government that permits such con­
ditions is not a government that can or 
should endure. Tha t there is full appre­
ciation of the gravity of the problem is 
shown by the various investigations and 
innumerable laws that Congress is con­
sidering in connection with this thing 
called the "high cost of living." The so­
lution, however, does not rest entirely 
with the President and the lawmakers; 
for fundamental action, after all, is largely 
dependent upon an enlightened, aggressive 
public opinion. 

Mr . Joseph E. Davies has been a mem­
ber of the Federal Trade Commission 
from its creation. Before that he was a 
leader in the great democratic movement 
in Wisconsin, the new type of lawyer, 
eager to be of social service, thinking in 
terms of the present, and refusing to be 
bound by every musty tradition of the 
past. By virtue of training and position, 
as well as by the bold, yet sanely construc­
tive, trend of his thought, he is as able as 
any man in public life to speak with au­

thority on this question that terrifies 
America to-day. 

Wha t I asked of him was some big 
sweep that would take in the problem as 
a whole, breaking up crystallizations of 
thought and freeing the popular mind for 
original, independent thinking. Old ways 
have failed; people must break loose from 
habit and prepare for the new and un­
tried. 

" I t is true," said Mr . Davies, M'hen the 
general discussion had been concluded, 
"that even prior to the European W a r the 
advance of prices in the United States 
placed them almost one third higher than 
anywhere else in the world. For twenty 
years the purchasing power of American 
money has been diminishing steadily. 
Wha t we got for a dollar in 1900 costs 
one dollar and fifty-four cents to-day, 

" I t is a mistake, however, to assume 
that unrestricted greed is entirely to 
blame, for certain natural causes have 
been at work. An increase in the volume 
of money, and in the use of credit as 
money, has necessarily raised prices. 
Then, too, there is the European War . 
It is not possible to withdraw thirty mil­
lion men from the business of production 
without diminishing the supply, and on 
top of this there is an added demand for 
supplies, for investigations prove that the 
armies in the field are consuming more 
than the same men consumed when the 
nations were at peace. 

"Nor is it fair for the people of the 
United States to imagine that they are 
alone in their misery. The average in-
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crease in the price of food-stuffs in Eng­
land on September i, 1916, as compared 
with July, 1914, was 65 per cent.; in 
Berlin, for the same period, it was 117 
per cent.; in Vienna, 149 per cent.; in 
Norway, 71 per cent.; in Switzerland, 
40 per cent.; in Canada, 15 per cent., 
while in France, what could have been 
bought by a family for $193.77 cents in 
1914 now costs $292. In March, 1916, 
the American consul in Sweden reported 
that of twenty-nine articles of ordinary 
household consumption, twenty-six showed 
an increase in price ranging from 3 to 
125 per cent. 

"As for the United States," he con-
tinuedj "the average retail prices of food 
have shown a steady increase by months. 
Taking one hundred in 1915 as a basis, 
the prices charged in May, 1916, were 
$1.07, July, $1.09, August, $1.12, and 
September, $1.16.. In plain terms, what 
could be bought for one dollar in 1915 
cost $1.16 in September, 1916. 

"Money wages, it is true, have gone 
up, but the increase has not been as rapid 
as the increase in the cost of living, so 
that, as a matter of fact, real wages have 
decreased. It must be borne in mind also 
that these money-wage increases have been 
secured by the better class of workers, who, 
through combined effort, have been able 
to compel. Those unskilled and not 
united, constituting the majority of labor, 
have had the smallest increase; so that in 
two ways the load of higher prices has 
fallen squarely on those shoulders in the 
nation that are least able to bear it." 

"Is n't it out of just such conditions 
that revolutions have always come?" I 
interrupted. 

"No question about that," he assented 
quickly; "and never think that the dan­
ger is n't realized. Governments all over 
the world are making more adequate pro­
tection for the consumer a first task. Even 
before the war the problem was acute in 
Europe, and in Germany and England 
particularly effort was being made to 
solve it. Unemployment and sick insur­
ance, old-age pensions, cooperative ven­
tures, and home building by municipali­

ties'—all had as their object the increase 
of real wages by giving something through 
the agency of the state that would other­
wise have taken money out of the money 
wage. 

"Since 1914 both the belligerent and 
the neutral nations of Europe have been 
compelled to adopt a more direct ap­
proach. Generally speaking, these gov­
ernment activities have been developed 
along five different lines. 

"First, an attempt to fix by law the 
maximum price of articles. Germany took 
the lead in this method. France, Greece, 
Italy, the Netherlands, Russia, and Spain 
followed the German example, making 
provision that municipal authorities alone, 
or else in cooperation with the military 
authorities, might fix maximum prices. In 
Eg3'pt this power was delegated to a com­
mission. Denmark fixed by law a maxi­
mum price for flour. Turkey passed laws 
setting fixed prices for petroleum, sugar, 
and flour. The home secretary of the 
British Government met with representa­
tives of retail federations, and a standing 
committee was appointed to advise as to 
the maximum retail prices of food-stuffs. 
Bulgaria empowered ihunicipalities to 
place maximum prices on all table and 
other living necessities. The difficulties 
entailed in such a scheme are of course 
the great diversity of conditions in differ­
ent localities and the tremendous detail in 
administration to compel performance. 

"Second, the direct entrance of the gov­
ernment into the business of producing in 
order to provide competition and to con­
trol prices in some degree. Certain of the 
states of Australia and New Zealand have 
engaged in the baking of bread, the 
slaughtering of cattle, and the furnishing 
of meats to their respective communities. 
Great success is claimed for this method. 

"Third, government control of the 
processes of distribution by way of elimi­
nating the profits of the middlemen. 
Great Britain bought large quantities of 
meat and sugar, and now proposes to pur­
chase flour and wheat for direct sale to 
the consumer. By royal decree Italian 
officials were empowered to acquire foods 
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of which there was a scarcity either by 
requisitioning the foods or the factories 
in which they were produced. The Dutch 
Government took possession of the whole 
stock of wheat and handled its distribu­
tion. Switzerland ground and sold rye 
flour. Germany and Australia authorized 
the regulation of food supplies, providing 
for government seizure, and sale at fair 
prices. France took similar action. 

"Fourth, tariffs and embargoes. Den­
mark, Great Britain, Egj'pt, Italy, Rus­
sia, Spain, and Turkey have removed all 
customs duties on certain food-stuffs and 
have passed an embargo on other exports. 
Holland refuses to let butter and cheese 
go out of the country, and Norway and 
Sweden also adopted limited embargoes. 

"Fifth, the Canadian method. On No­
vember lo, 1916, the Dominion Govern­
ment entered an order in council "that 
struck at the root of the artificial condi­
tions that jump prices. It provides that 
no persons shall combine or conspire to 
limit the production or distribution, or to 
enhance the price, of any necessity of life, 
also that no person shall accumulate, or 
withhold from sale, any necessity of life 
beyond that required for the consumption 
of his own household or that the ordinary 
uses of his business require. 

"If such business is a commission busi­
ness, only so much can be stored as may 
reasonably be required, and the excess 
must be sold at prices that are fair and 
just. T h e minister of labor is empow­
ered to procure from all cold-storage, 
packing, or similar plants full information 
with reference to quantities held therein, 
for whom held, and the prices paid there­
for. Each municipality is clothed with 
power similarly to investigate any local 
combinations or conditions affecting prices, 
and it is up to the attorney-general to 
prosecute. V^iolation of the act is a fel­
ony," he said significantly. 

"Well and good," I exclaimed. " W e 
know now what the rest of the world is 
doing. Just how far are these .various 
remedies applicable to the United States ?" 

"Well ," Mr . Davies answered, "as I 
have tried to point out, some of the high 

cost of living is due to natural causes that 
cannot be legislated away. But govern­
ment can take action against the human 
greed and selfishness. As I see it, the 
principal evil is the waste in our distribu­
tive system and our failure to smash the 
exorbitant profits of the middleman. Of 
course there are honest middlemen, and 
there may also be combinations among 
producers or manufacturers that raise 
prices; but, generally speaking, producers 
and manufacturers are receiving only fair 
returns. It is the distributor who is get­
ting the money." 

"Does that idea of a food dictator ap­
peal to you?" I asked. 

"No, I can't say that it does. I t may 
work for a while under the stimulus of a 
great national necessity, but as a continu­
ing force it breaks down. During the 
French Revolution they tried to fix maxi­
mum prices by law; but even though the 
penalty was death, the scheme would n't 
work. Germany's food dictatorship works 
through the municipalities and small local 
bodies, and is backed up by a practical in­
ventory of all the food-stuffs in the em­
pire, and, furthermore, by limiting the 
purchase through an individual ticket sys­
tem. Even with the most highly efficient 
bureaucracy in the world and military rule, 
Germany is having a mighty hard time 
making the system work. 

"No,"—he shook his head again de­
cidedly,—"that plan would never do in 
the United States. Our efforts must be 
along the line of preventing the erection 
of artificial barriers in the natural chan­
nels of trade." 

"Wha t about warehousing?" 
"I t has come to be as important as pro­

duction itself," Mr . Davies agreed. "As 
an unregulated agency, warehousing is a 
menace. The business is vested with a 
public interest, and it has got to be 
brought vmder public control. For my­
self, I like the Canadian law. Take the 
case of that Chicago man who bought 
seventy-two million eggs at twenty-two 
cents a dozen, and then hoarded them in 
storage until he could extort a price of 
fifty or seventy-five cents a dozen. 'What 
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are you going to do about it?' he de­
manded, and his smiling insolence went 
unpunished. In Canada he would have 
been sent to prison. Wha t federal and 
state authorities should do at once is to 
'find out just what the warehouses of the 
country contain, so that people and law­
makers may know the exact extent to 
which food is being cornered in storage.' 

"If combinations that jump the prices 
of food, whether reasonable or unreason­
able, were made a felony, and if vigorous 
federal prosecutions sent some of the gen­
tlemen to the penitentiary, would n't that 
go a long way toward solving the prob­
lem?" 

"Undoubtedly. The experience of Can­
ada proves it." 

Mr . Davies then went on to discuss the 
formation of cooperative societies by pro­
ducers. He told how the cheese-makers 
of Wisconsin organized to sell directly to 
the consumer, and how the creamery men 
and fruit-growers in other States had 
formed their own selling agencies, thereby 
eliminating the wastes and the extortions 
of the middleman. 

"And the parcel-post system ought to 
be brought into larger play," he said. 
"The service between cities and rural com­
munities should be enlarged so that farm­
ers and consumers can do business by 
mail. Rates must be reduced, of course, 
and the size of the food-stuffs basket-par­
cel raised above the present fifty-pounds 
limit. Also every city ought to have its 
municipal markets, not as a sudden adven­
ture now and then, but as a fixed part of 
the city's business." 

"Meyer London, the Socialist member 
of Congress," I said, "is on record with 
the suggestion that the Federal Govern­
ment should issue bonds, purchase foods, 
control granaries, build warehouses, and, 
establish markets. Wha t do you think of 
that?" 

" I don't reject it, by any means. If 
other methods fail, certainly we shall come 
to it. In the past we have quarreled over 
means until we forgot the end itself. 
Somehow I feel that we have come to a 
point in the United States where it is the 

goal that is going to count. The world 
is moving too fast, and governments are 
doing too many things for people, for old 
prejudices to have much weight. A noted 
London bishop said recently, 'A year ago 
I abhorred Socialism, but we are all So­
cialists now.' The essential thing, how­
ever, is first to exhaust all individualistic 
efforts, and prove them to be failures, be­
fore we change the course of democracy. 

"But is n't it rather a vicious concep­
tion of individualism that permits a per­
son to prosper at the expense of society?" 
I urged. "Has n't our fear of Socialism 
driven us right into the hands of greed 
and rapacity? After all, is n't there a 
happy medium that will permit govern­
ment to get down to earth with people 
instead of sitting up on a perch, idle and 
blindfolded?" • 

"Certainh'." His assent was instant. 
"One of the first things we 've got to do 
is to realize that America is at the rear 
of the procession when it comes to practical 
application of governmental forces to the 
business of living. In many ways the 
Government of the United States is fur­
ther away from the people, less able to 
do things for people, than that of any 
other free country in the world. 

"The trouble with us"—he smiled, 
swinging back in his chair—"is that in 
many matters we have made law an end 
instead of merely means to the end. A 
constitution, for instance, must be a liv­
ing, growing organism; otherwise it be­
comes ossified and brittle, and is apt to 
break under the strain of the social forces 
that it tries to check." 

"You spoke of New Zealand and Aus­
tralia going into the business of bread-
baking and cattle-slaughtering. There 
is n't anything very new in that, is there? 
Germany, for years before the war, got 
forty-eight per cent, of her revenue from 
government ownership of all sorts of en­
terprises. Why is n't it possible, M r . 
Davies, for the United States to take some 
such step? As a matter of fact, is n't that 
the very thing that Secretary Daniels has 
been doing? When he began to manufac­
ture smokeless powder for thirty-four 
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cents a pound, the trust quit charging 
from eighty cents to one dollar a pound. 
Same way with torpedoes, mines, etc., 
while the minute the bill for an armor-
plate plant became a law, the trust cut 
its prices. W h y is n't it feasible to adopt 
the same course with regard to food?" 

" I t is feasible, and many American 
cities have done it already. A parliamen­
tary committee of the English board of 
trade, by the way, recently recommended 
the establishment by the Government of 
retail stores in order to introduce a com­
petitive factor that would prevent the 
charging of extortionate prices. 

"But did you ever stop to think," he 
continued, "that one fundamental remedy 
is to increase the food-supply? W e may 
talk as we please about this or that law, 
but the fact remains that complete relief 
will not come, and cannot come, until we 
strike the land with some rod that will 
bring forth its full richness. More farm­
ing and better farming is the big thing. 

"As it is to-day, only twenty-seven per 
cent, of the tillable land of the United 
States is under cultivation. Out of 1,501,-
000,000 acres that ought to be yielding 
harvests, just 311,000,000 acres are being 
tilled. Thousands of these acres, incredi­
bly fertile, M'ait only for the magic touch 
of water. Private control of reclamation 
projects has proved slow, while the natu­
ral desire for large profits has made the 
original cost to the settler almost prohibi­
tive. 

" I t seems to me," he declared, "that 
the Federal Government must assume this 
task in increasing degree, first carrying 
water to the land, then getting people to 
the land. Other countries are working 
out the problem. England, for instance, 
bought up the large estates in Ireland 
owned by absentee landK)rds, purchasing 
at actual vahie plus a ten per cent, bonus. 
Then the estates were divided into small 
parcels and sold to individual farmers on 
an amortization plan that provided for 
small annual payments over a seventy-
year period. In addition, the Govern-
inent loaned money for the purchase of 
stock and implements, all at three per 

cent., and further furnished the various 
districts with scientific agriculturists. 

"In 1910 there were thirty-seven ten­
ant-operated farms in every hundred 
farms in the United States as compared 
with twenty-eight in i8go. And here are 
some more disagreeable facts," he went 
on. "Farms of a thousand acres or more, 
comprising nineteen per cent, of all farm­
land in the country, are held by less than 
one per cent, of owners. Of these thou­
sand-acre farms, only 18.7 per cent, of 

"the land is cultivated, as compared with 
seventy per cent, in farms from fifty to 
five hundred acres. More than four fifths 
of the area of the large holdings are being 
kept out of active use by speculators, 
while 2,500,000 farmers are struggling 
for existence on farms of less than fifty 
acres. 

"But it is not enough to drive a plow 
and drop seeds. Farming must be made 
scientific. America, with the rnost fertile 
soil in the world, is behind the world in 
crop returns. Our average yield per acre 
is about half of that of European coun­
tries." 

" M r . Davies," I asked abruptly, "is n't 
it true that this whole high cost of living 
problem springs from one fundamental 
cause, and that for it there is just one 
fundamental cure ? W e have turned our 
natural resources, meant for all people, 
over to the exploitation of private profit, 
and we have put the necessities of- life at 
the mercy of private greed. And is n't the 
cure such change or changes as will re­
store ownership to the people?" 

He drummed with his fingers upon the 
desk for a space before repljang, and then 
he answered very slowly and carefully: 

"A few years ago that would have been 
a startling proposition, but things have 
been happening in the world. Manifes­
tations of government control in Europe 
have revolutionized the American point of 
view. W e have seen country after coun­
try take over its industries and natural re­
sources, achieving almost instantly effi­
ciencies and economies that were never 
dreamed of under private operation. 

" I t is a lesson that America must 
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learn, for it is a competition that America 
will have to meet. The only question to 
be determined is when and how and to 
what extent. Certainly we have reached 
a point, as you say, where the necessities 
of existence must be lifted above the 
power of extortion. It is idle to speak of 
vision, adventure, and individual initia­
tive when the struggle just to live takes 
all time and all energy. 

"Wha t an absurdity it would be to turn 
the air itself over to private profit, per­
mitting great corporations to fit every in­
dividual with a meter. Yet not the air 
itself is more vital to life than water, 
heat, light, food, and transportation." 

"If you don't mind," I broke in, " I 
should like to hold the discussion right 
there for a fevv moments. Take transpor­
tation, for instance. Only recently the 
Interstate Commerce Commission re­
ported on the physical valuation of two 
small roads. It found that one road, 
capitalized and bonded at about $99,000,-
000, could be reproduced for about $46,-
000,000, and another, capitalized at nearly 
$41,000,000, could be reproduced for less 
than $9,000,000. It is the story of almost 
every railroad in the United States. W h a t 
of the reduction in fares and freight rates 
if every railroad were to figure profits on 
the real value of the property?" 

"The public ownership of railroads is 
fast coming to be a general demand," M r . 
Davies- agreed. 

"What about coal?" I insisted. "The 
Government still holds title to coal-fields 
rich enough to supply the whole world 
for hundreds of years, and j-et we let pri­
vate capital run up coal prices until win­
ter is a time of horror for nine tenths of 
the people. If we do not wish to abolish 
private ownership of coal-mines, why can't 
the Government begin the development of 
its own coal-lands?" 

"Go on and finish your argument," 
urged Mr . Davies when I paused for his 
answer. 

"Well , then," I persisted, "Wha t about 
our wonderful iron deposits on govern­
ment land? And our water power? Does 
it not seem stupid to give these resources 

away, and then, when they have been 
made into instruments of extortion, cry 
to Congress for laws that will afford re­
lief? And there is oil and gasolene, al­
most as much entitled to rank with the 
necessities of life as corn or wheat. While 
the greater part of our oil-land has been 
given away or lost, in California alone 
the Government still owns a huge acreage 
rich in petroleum. A government receiver 
in charge of some reclaimed oil property 
in California started in to manufacture 
gasolene, and after every imaginable 
charge had been allowed for, he was able 
to market the product at six cents a gal­
lon." 

"Wai t a minute," he said. "Let me 
talk for a bit as an average American who 
does n't like organized greed any better 
than he likes organized paternalism, and 
who seeks some happy medium that will 
give equal justice without sacrifice of sane 
individualism. 

"Government monopoly—government 
ownership of industry—means state So­
cialism, and the state Socialism of to-day, 
to my mind, is the negation of democracy. 
As human nature is now constituted, I 
should be fearful that industry owned and 
operated by government could be possible 
only under a bureaucratic and monarchi­
cal form of government, or in a govern­
ment where altruistic instincts have 
reached a much higher degree of perfec­
tion than has ever been achieved by even 
a small group in the past. In plain, I 
feel that Socialism, imposed upon a demo­
cratic state, would lead inevitably to 
monarchy or oligarchy, and to the destruc­
tion of the form of government which 
seeks to be a government of and by its 
people. 

"Our problem is to preserve as large a 
degree of freedom for individual oppor­
tunity and individual growth as is com­
patible with the welfare of the national 
community. Cooperation may be the 
agency by which democracy may preserve 
itself and yet serve men. The competitive 
system is the fundamental base of democ­
racy, but it is not inconsistent with co­
operation. 
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"Nor should we be thrown off our base 
by the big efficiencies that are induced by 
governmental activities in Europe," he 
declared emphatically. "Monarchical 
governments, or governments under the 
pressure of war necessities, can do certain 
things effectively that a democratic govern­
ment, without the stimulus of necessity, 
might go to wreck upon. I t is well for 
lovers of liberty to remember that too 
high a price can be paid for efficiency. 

"Regulated competition, fair competi­
tion, a sane degree of cooperative activity, 
which still permits the forces of potential 
competition to operate, and which will 
still effect the big economies, may all be 
worked out in a democracy. But the prin­
ciple we must not lose sight of is that the 
first concern of this generation and the 
generations to come in the United States 
should be the preservation of a democratic 
industrial state. W h a t we must guard 
against is development into a state pre­
tending to be free, but in fact controlled 
by selfish groups, or else drifting through 
processes of beneficent Socialism that will 
destroy the rule of the people, imposing 
eventually the rule of the oligarch or mon­
arch." 

"Granting the truth of everj'thing you 
have said," I replied, "is it not possible to 
lift the necessities of life above the rapaci­
ties of greed without the slightest menace 
to democracy? As a matter of fact, if 
life ceased to be a wolfish struggle just to 
live, would n't competition be more sane, 
and would n't individual initiative take 
on a new hope, a more vigorous drive ?" 

"Don' t misunderstand me," he ex­
claimed. " I did not m.ean that we should 
close our minds to the fact that even in a 
democracy certain activities in industry 
are so connected with the welfare of the 
whole people that they must be regulated 
and even owned in the public interest. It 
has come to many public utilities, and will 
and should extend itself still further." 

" I t comes down to a question, then," I 
argued, "of agreeing on some honest, lim­
ited definition of the necessities of life. 
You yourself mentioned air, water, light, 
heat, food, and transportation. Suppose 
we stop there, or, rather, that we begin 
with that list?" 

"All call for regulation," he admitted. 
"And if regulation fails?" 
"Then public ownership is of course 

the inevitable resort." 

Greek Epigram for a Parisian Paper Doll 

By W I L L I A M A S P E N W A L L B R A D L E Y 

DO R O T H Y made me: with lier skilful pen 
She shaped my slender elegance, and then 

-From her inventive brain she fashioned frocks, 
'Faxing the wealth of her tin color-box: 
Hats, muffs, bags, fans, and all things else beside, 
'Fill I appeared a princess in mv pride. 
Now sends me here that you once more may see, 
In the enchanted mirror,—memory, -
Above tile table, with her patterns spread, 
'i 'he little artist bend her gohlen head. 
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