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INTRODUCTION TO ECONOMIC MOBIIJZATION

31 August 1948

~ DR. FUNTER. ThlS mornlng Captaln Worthlngton outllned for you
‘the general. soope ‘and content of our course of study, He indicated’
"the various’ phaSes into which the course is broken dowr and. the order.
and manner in which these different phases will be .taken: up during
the next 10 months. ‘He also made some introductory remarks dealing
with the nature of economic: mobilization and the chardcter of the T
problems 1nvolved ‘This afternoon I am going to carry on from where
Captain worthlngton left off in-his introductory discussion and
plunge into the details of the subject matter- itself-—not very far o
into the detalls, ‘because 1. ‘have . to deal this afternoon, ina fashlon
with the whole broad field of economic mobilization., The purpose of’
-my lecture 1is prlmarlly to .give you 'a general conceptlon of what this
broad subgeot of economlc monlllzatlon 1s all ebout. ~

nThe ‘phrase "economlc moblllzatlon" is a: rather formldable ohe, -
but, in dits essentials, the term is not really very difficult to
grasp. I shalk give a: ‘definition this afternoon, and I shall repeat
it more tnan once. It is essentlally the same definition that Capbain
Wortnlngton gave this morning. I think it is well to keep in mind that -
there is no fixed -or final definition of the term. The 1mportant thing
”1s to" understand in its basic essentials, what economic mobilization
1s and not. be concerned too much W1th the prec1se detalls of wordlng.

Eoonomlo moblllzatlon is- srmplj the process by whlch all the pro—
ductive resources of the economy are ‘organized in support of the, Armed
‘Forces in wartime. -Let me repeat, The process by which all the resources -
of the economy are organlzed 1n support of tne Armed Forces. L

" The necessmty for ‘economic moblllzatlon is the: outoome of ‘a mllltary
,revolutlon, a revolution which has taken place largely in your time and
mine,  On the surface this revolution appears to be the product of new .-
weapons and new military techniques ‘and of the applloatlon of science
and technology to war. It is, of ‘courses made possible by scientifig
,reseeroh and development, but, in a broader sense, it rests, as 1 have ,
indicated, upon all the resources 6f the economy and: “upon the tremendous
increases in productive oapeolty ‘which have taken plece in the world ;
,'durlng the: past 75 years. ThlS new klnd of warfare has been.ln actlve‘
.preparatlon since about 1900, but 4t'is only during the last 10 years
that we have come to understand its full impllcatlons.? '

; Some features of thls ‘new. warfere are. very eesy 0 see aud, 1n a
way, to understand, Devices suph a8 rockete, atomdc bcmbs, Jet
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.propulsion, and. radar ure as Spectaculer as’ they are effectlve, and
‘the man on the street grasps their -importance quickly -enough. ¥For

~ this reason,  the importance. of science and technology in-warfare is

~ widely appreciated even thougﬁ, I suppose, in most instarices it is.
not very well understodéd. The key role of manufacturing in wartime
is also w1delypapprecxated.- It was the most widely ‘publicized phase.
of our recent war. effort. Remember, too, bhat most civilians»hadcpx .
thelr dlrect contact with . the war effort ln this fleld ;

Other aSpects of tnls mllltdry revolutlon, however, are much
less appreC1ated and’ understood. This . is- eSpe01ally true of its
‘economic ‘and’ its orbanlzatlonal and admlnlstratlve aspects. .To most
people the econoniic ‘system is pretty: much of ‘a nmystery. “Even among . -
businessmen, all twoften, there has been little real understanding .
of the over-all problems of organizing and runining & war. economy.. .
It is w1th these "nonmllltary,“ “nonscientifich. aSpects of modern
war’ that I am chlefly concerned th;s afternoon. ' .

It is very 1mportant for us to recognlze at the outset that

- combat is no .longer, as it was for centuries, the principal part-

of ‘warfare.  This is a view that the military profession has been .

and is rather reluctant to dccept. - It runs contrary to long: trad1t¢on
and practlce. Let me put it a little dlfferently. Warfare is no.
longer, as, dgain; it .was for. centurles, pr1nc1pa11y the business: of

© the mllltary. The civilian side -of war. in many respects overshadows -
the mllltery 51de. Even within the Armed-Services, &s we all know

- alarge proportlon ‘of thie personnel are engaged in what are essentially
: clv111an dutles, and behind every man in uniform, we are told again .

- and again, there are several civilians engaged in activities essential
“to p1a01ng ‘the- mllltgry persennel in the field and. keeping them supplied
cand equ1pped-~01v111ens who give their time and energy and, ‘ag we. have
seen in the European countries, often their lives as well. In.fact,
the tradltlonal distinction between military and civilian: in warfare
is comlng Yo have less and ‘less meaning; and:in the next -war it -may:
“have no meanlng at all or, ‘at any rate, only & very nomlnel meanlng.

e All this 31mp1y adds up to the very 1mportent fact thet moderﬂ

war has become’a. struggle in which the entire ‘resodrces of nations:
fcare pltted against each other and not simply the ‘armed forces. It
“isoa struggle not only between the productlve ‘resources of. belllgerent
powers but between theeconomic systems and institubions through which
these resources are made effective for war purpeses, ' Economic systems,
of course; are ‘much:broader than productive resources as we usually — ~

"’thlnk of these resources. Tt is a, strugzgle-also ‘between the govern- -

1mental organizations and the admlnlotratlve ‘procedures and technlques
'that are necessarv to moblllze the economv for war. e
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yrnthktapreparedness is necessary.

In the 301ence of modern;war, a sound economlc pr1n01p1e or a ,
' : ortant as, or naveh;“‘“

magor combat actlon.;;a-
tlo 'n\tne reo t‘war

.bomblng of %German

steel capa01ty. ‘There- was. nothlng spectacular‘ g
i plsode, yeb. tne' R :

glorlous about
ates o

Iy was. perhaps :
a pollcy of

the war began, and the resu , R
‘ends S0 much for prellmlna Let us con51der the meanlng '
of the phrase"economic m ” -t brlof deflnltlon of whlch

I offered earlier. The %
tion of the much older*ph
‘mobilization appllas to:
mllltary units are oalled

‘111tary moblllzatl n;“ Mllltary

68S: by~whioh, on’ the eve of war;,

or. 8 cey equlpped, assembled, andvgi

- moved ‘to ‘the scene of ag ; Tho; irst horld Nar introduced the

Ctermi andopractlce of i 3 .;bmllzatlon.“ Durlng the earlyj*;

- partoof the FEirst %orid War, the bremendous and unforeseen ‘demands

..for manitions empha51zed the: critical importance of the 1ndustrlesw'*

which supplled them,  Military moblllzatlon was not enough. It was. |

~ineoessary*to take. extraordlnary measures to. secure the 1ndlspensable

' ‘trlal support of .the Armed. Forces. . Industry ‘had: to be mobilized

/ 1p ¥ ons were to be. obtalnod. Thls concept

' of:lndustrlal moblllzotlon proved to be a yery useful one, It drove

heme: the lesson that wars are won not only by armi and nav1es ‘bub

by the: industrial resources f;tne oountry‘ It drove"homo the 1esson
ry as. much on the 1ndustr1al front as-on

the military fromt, and tnar‘preparatlon and plannlng ©n the 1ndustrlal

"81de are J'St as. 1mportant ney are on the mllltary sides. The"

8econ§World War brought i e a broader ‘and more inclu ive torm,

qwhlch We are: dea11n5 W1th today; the torm “economlc mobillzatlon “*jo"

g 0] ,ubntilnto direct. und,actlve support

of the Armed Forces. sRE ,{aaorthlngton p01n,od out thls morningj
+the ‘econemy includes: not only manufacturing; it 1ncludes mlnlng, lt
vlncludes agricultures; it 1noludes tranSportatlon and utllltles of

~all kinds; 1t includes the flnanclgl resourcos and 1nstitutlons of =

fought on- the home front baokiln 1940—1941 over t’é expan81on of L ’an

acturing industry ‘but’ all the economlc ;.f,7
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tne country, 1t 1ncludes our elaborate systems of wholesale and retall
- distribution, It includes the vital communication industries; the

" newspapers and periodical press, telephone and telegraph systems and
the radio industry. It includes.equipment- of*all kinds, industrial ‘
¢quipment, business equlpment, household equipment, homes, automoblles,
‘and home furnlshlngs. It includes a great variety of activities which
serve their purpose by promoting," in one. degree or.another; producthe
efflclency by maintaining civilian morale-—the entertainment lndustry,
the cosmetlc industry, the’ hard~vand soft—drlnk 1ndustr1es, ‘and. s0 ‘on.
 Even what’ some were inclined to dismiss as nonessentlal Industrles had
important mlnor contrlbutlons to make. ' : c A ; S

In studylng economlc moblllzatlon, we start Wlth the ba51c fact ,
that war Ancreases tremendously the load.which. the. economic system. has
to carry. Back in the 1930's our milltary expendltures averaged annually
about 800 million dellars, less tnan 1.5 percent of . the national -iricome.
In 1939, the year when the war’ broke “out, ‘the figure was still less than
2 percent of the total nationaliincome. Now let us.ses what happened
when the country really got*under the way load. In 1943 and again in
1944 our total war ocutlays absorbed 43 percent of the national income-—up.
from 2 to 43 percent in a perlod of four years, ' And keep in mlnd that
‘the national income in 1943 was three times as. large as it had beén in
the middle thirties. . Some of the Buropean powers were .more fully com-
mitted to the war, than -we were, for ‘obvious reasens, ~Great Britain’
and Germany each devoted an estimated 52 percent of its naticnal 1ncome

© to the conduct of the war. We ars w1se to assume that in another war

the proportlon of our netlonal 1ncome to be devoted to mllltery purposes
Sowill run even higher.. : o

Let us’ explore thls matter of eoonomlc moblllzatlon a - step further.
It 1Sn't enough to know what egénomic moblllzatlon iss. How do we put
it into efféct, how do we operate it? Can we mobilize our resources
for ‘war 81mp1y by ‘working: harded; by worklng longer hours ‘and extra .
shifts, by building more and larger plants, by cuttlng cut all p0551ble
- waste, and by reduCLng the 01v111an economy . to itsy .barest essentlals ,
\voluntarlly° In ‘other Words, do* me moblllze the eoonomy fer Wer 31mply
patrlotlsm° ‘In this country, as in England, durlng the early @ért of
theg war," there were many ‘who believed 'that that could be done, who.
believed tnﬂt We could mest both defense, and later War, needs and at
the same tlme carry on bu81ness pretty much as usual.‘ 1any flrmly
There are: stlll some: 1n thls country, though perhapa not many, who L
believe: that we'- ‘achieved our: enOrmous war. production. goals-in -spite
of , rather than becauSe of, the elaborate system of war agencies
and’ the compllceted controls ‘and procedures which they administered.
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.agreement that we cannot moblllze
Up our: normal peacetlme practlces.
ol nomic oty what -

A : ‘upon’or : clsm,of the free—enter~
ot rstems ; it is-a source 6f credit and a matter of -
pra- ey it 1s a trlbute to tn“ freedom and the 1ndiv1dualism which We

: 7 1 S ok ur: economics system; in contrast to.
. ona i : ‘been “eveloped in response to
-,the needs and condltlons of peaoetlme._ ‘Our+system; in its normel -

¥ wars it is not: ‘adapted to the condltlons
ed oday. The plain-fa ,S‘that ‘the load which

) ar: pla es on the e my ‘i8 so tremend usand - $0- dlfferent from

-+ tha uof‘pea‘et ‘e that, unless certaln radlcal changes are 1ntrodqced,

€ ‘ ad 1n wartlme. Let us’ pre— ,
nd ‘see what happens. : Keep in mind- that
rates under certain basic prlnclples.g<
§ the freedom of the individual to pursue
Wil nterest; to dc with his: ‘property as he likes. -The profit
. e supplies the main dr1v1ng force in ‘our economy.. Secondly, what
things shall be produced for whem, when,: and how: many are questions -« - -
hormially decided by-free competition in. the open market. . The free
movement -of supply and demand functions-through: a- system 1of unregulated,
uncontrolled prices., Flnally, a basic condition of the free~enterprise
AA%system is that government ‘shall keep its hands: off~—tnat ‘government
. shall serve to.protect property, maintain order, -insure free competi-
- bionyfair’ trade practlces, and tnlnrs of that =ort but for. the rest,
hand& off. e L L L , L o

7",eeplng these b8810 prlnclples of free enterprlsev~or better;
556 “”“*rprlse—ﬂln mind; let us see what happens when a war -situar
It-is agreed:we will:not: interfere with the normal
» f‘tne ‘economic- system. Vie will simply.rely.on the:
: operatlonwof supply and ‘demand in the frée market, Just pub yourself
in the position of the erdinary 01v1llan.. whether he is a manufactiurer,
anfi vestor,.a speculator, a banker, a white collar worker or a plaln
oYL A defense .or war armament program gets' Yndér way.s The
v Armed ervices begin ‘to expande :Orders for military equipment and
168 & eyplaced 1n 1ncrea31ng numbprs and amounts.~ SR :

There 1s;€f1rst of all, g general 1ncrecse in demand‘ Iﬁlié siow
;at flrst, but the increase gathers momentum, It beglns in 1ndustr1es
whiéh: supply the geods needed -and uged’ dlrectly by ‘the Armed. Servmces
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“and from those . 1ndustr1es it spreads Wldely. But these 1ndustrles .
depend on’ others: for their ‘own materials and- supplles of many kinds. _
A big: armament program, if maintained. and enlarged, makes itself’ felt

ﬁbefore long. in every part of ‘the;economy,: however remote Some parts ‘
may - be fron the: productlon of military equipment. . The result is that
a bu31ness boom 1s soon underway, and thls boom- grows steadlly blgger.

PR
FIRE

Tne 1ncrea$e 1n demand soon results in the appearance of scar01tles,

izand, like demand, these scareities ihcrease and Spread progr9831Voly.
;Scar01t1es in one field lsad to scar31t1es in another, . They:usually
i appear first in. production’ equlpment “then in industrial capacity for -

‘<'A_the finished items required by -the Arnied - Forces, and then ‘they-spread

I Al crltlcal raw materials, to. skilled labor, to- power, to- transportatlon,

~ and so on. The - tighter supplies bccome, “thi mere interested everyone
is in obtaining ‘them,  Manufacturers. ovér-crder in o:der ‘to:make. sure,
first, that they can obtain what is requived to carry out: ex1st1ng
contracts and, next, to build. up 1nventor1es that will enable. them to

i take additional contracts. Speculators enter the field, quite naturally
. and legitimately,. performlns their normal function in a free market.

They see Opoortunltles to.make a, kllllng by buying up materials, by
buying up: equlpment by buylng ‘up evén finished items; and they make
“the most of them. It is quite proper ‘that .they should if we proceed
on the assumption of ‘normal.operation of the 8Conoiiy. - ‘Bven consumers,
before long, begin t¢ wake- up and see what is going on, and they, too,
try to +get into the act. . Fearing shortages, they begin to stock up
with- consumers' goods and by so doing create or accentuate these

; ‘shortages., A1l these 1nfluences£u1turn) react upon each othor.

Increasxng shortages -and mountlné demands have one natural result-
‘They bring about a4 rise in prlces. In a war occnomy, and even in a ’
defense economy,. demand sy in. effect, unllmlted because the Serv1ces

 require so much and“require 1t urgently and qulckly, Supply, on the

other hand; can be increased. only very slowly, since we can gat
~ increasad supply -only through increased productlon ‘and we can get
,‘;‘1ncreased production, in many fields, only through new facilities,
g’ through new equlpmont, and. through elaborate emp*oyee training
' prograins. Now; what happens wheh demand and supply get badly. out

mul of bdlance,’ when ‘demand gets ahead of supply -and - keeps staying-

‘ ahead? ‘Prices go up and up. Under the normal operatlon of tne
economlc System, this-is- flne, thls is all to the good,: The normal -

w‘ way to get increased productlon is through incréased’ prices. Increased
..prices make it attractlve for other producers t6 get into the field

and for existing producers to 1ncreasc their productlve capacity, to
work: overtime, to put on-extra snlfts, and so on.  -But in abnormal
. timess when supply cannot..catch up with demand, prlces take an’ upward

ff‘splral and we get inflation, for increased prlces mean increased costs

and 1ncreased costs mean furthor 1ncreases in prices, and these 1n

6.
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, ‘severa¢ years.~~“‘ .

ue - that sPecu atlon, mountlng scar01t1bs,_!;
’ matte % the 1mportant
hat'money cost fdon't add up to a great -
ys ralée plenty of. money by taxa-
~ vwces unllmlted funds, they

The only trouble ‘with thls'metnod of gettlng greater productlon 5
1n wartlme 1s that 1t 51mp1y'won't ‘worke  The maJor objective in a -
‘ nd, to obtain a maximum diversion of pro—
, JP*oods, ‘a maximum ‘diversion-
rposes to m 11t«ry purposes,‘allow1ng
hoa ‘ ary to keep it in
: ond 1 it can produce a meximum of goods
for’the Armed Forces., ‘But we 31mp1y wlll not, 5et this maximim dlver51on
of ,sourcas under the normal functioning ‘of “our ‘economic system. An
: ”';olled war boom of the kind I have described will not trim the -
fatftha ‘has to be trlmmed ‘from the C&Vlllan economy if we are golng
to get ‘maximmn productlon, It smmply adds” Yo that fab, and it is easy
.rto see why. Thb war boom brings not only hlgh pro‘lts—-you g¢an tax -
kaway, perhaps, though you may tax away 1ncent1ve with them—-but
ings 1ncreased,emhlpyment, it brings longer hours ard overtime,
‘in ~er wages and’ grnater job securlty, “and all this adds
’ ¥ising: clv111an income.s RlSln» eivilian incomes, in
turn, are’ qul kly: transluteé dinto demands for eivilian goods. Instead
~of eiv fan deﬁénas contrdctlng to make way for mllitary productlon,
‘ they"q"pete with' mllltary dcmands., The 01v111an—goods industries have -
‘a war boom of - thelr ownsj nd, with easy pickings in their: normal lines
of bu51ness, contractors are reluctant to take on the haeadaches and the
often uncertain beneflts of war contracts. They seek to expand their
peacetlme lines of’ productlon and in: domng 'so absorb Imanpower and
mat>r1als and equlpment badly nebded 1n the war 1ndustr1as.\ W

'Thls is a vury serlous situation bgc use, under the cond;tlons
"of ‘a normal free—enterprlse gconomy, we . can't do anfthlng about" lt,“
o exe (ﬁ make speeches, write editorials, and put up posters: urging
“the divilian populatlon to denj itself 11 the clv111an goods that
‘ has wanted to get all these years and has not been able to get.
““For 'the" Arm:d'Serflces to attempt to- outbld civilian duuands gets
them nowhere because paying ‘the hlgher pr;ces SLWPL] 1ncreases the flow
of mcney 1nto c1v1llan hands. '




-‘An uncontrolled war. boom interferes with war productlon in stlll
other ways. - It leads to unstable and’ often chaotlc market conditions.
It 1ntroduces ‘mcertainties and confusion in productlon all along
the line. "It gives the contractor all kinds of, headaches as- he tries

1f~to antlclpate Just: what is going. t0.be thc situation thres nontns, six
- months,- or a year from riow, It resilts in productlon tle—ups which.

’”.tend to snomball.v Worst of all, the inflation that accompanies such
an uncontrolled war boom affects different’ classes of people: unevenly.\
Some beneflt and proflt, while others suffer: bécause their ircomes
.don't go up proportionately- with prleS._ Inflation leads to charges
of proflteerlng, it .leads to crlnlnatlons -and recrlmlnatlons between =
-the dlfferent factors in- productlon, between :businessmen, Worklng men,’
white collar ‘groups and farmors, it creates a low morale among the e
eivilian population, . and, of course, that low morale quickly spreads .
. %o the Armed Forces, for men in.the Serv1oes all ‘have relatlves and

: ﬂfrlends on the home front. : v . o

All T have sald 80 far is perhaps pretty obvious, Yot 1t i's very

 fundamental.’ In a free economy operating without govermment direction

and - controls, Taw. materlals, industrial capaolty, and .labor tend to be~
channeled. into. those aress where demand is greatest and profits largest
and, An” many cases, where the work is ea51est, and not. into  those areas
Where the need is greatest for the offectlve prosecutlon of thb war.

, Tho 1nescapab1e conclu81on 1s that a: Var economy must of neco551ty

be a- controlled, -a dlrectcd, and a planned” economy.‘ matcrlols, equip-
ment ;- -facilities, and manpower have to be dlrected 10 those areas where
they are needed most to. promote “the war effort. They must be. allocated,
to users in the amounts and’ in the order of prlorlty dictated by mllltary
© needs. Thls concept’ of. prlorlty 1s, in many respects, the central-con~.
cept of eoononlo_moblllzatlon. Who must ‘get what, when, and in what order,
to obtain all the gooeds: necessery to carry out ‘the strategic.plans and =
attain the stratevlc goals, Prlorltles for' the eSSontlals required to
_meet strategic objectives' ‘simply cannot be determined. by free competition
in the open narket where essential and .nongssential demands compete on
virtually equal terms. lh@] havp to be LStabllshéd and enforced by a
central authorlty. L R R : : , ,

, In’ economlc mobllizatlon, toorefore, e deel contlnually W1th many
kinds of controls. .and you will'hear & great deal about these controls

in all phases of .this.coursag,  These controls, keep in mind, are con~
trary to the pr1nc1ples of a freo economy ag it~ functlons in pedcetime, . _
We must have controls over'manpower, we, must have Controls pver matorlals;o
over prlces and ronts, over productlong over equlpnent, over component;
parts, oveér wegos,vand over exports., What it adds up to is- really this:
-To mobilize ‘the econonmy for. war is virtually to organize and run t%e
econemy as one great factory, as a 51ngle riational enterprlse of-’
tremendous- size in which tens of thousands of large~scale produotlve
organlzatlons are subordinate parts; and all these parts have to be
coordinated and kept in step with one another.

8
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ndlcate “t there is.a lot more,
n averting factorles from. 01v111cn to.‘ ,

~upfproductlon all along the 1i e« Pro= . -
\rss, are in themselves very dif icult ones; -
argest'51ngle section of our course 40 the sub—,/.~
But ‘the most: critical problem of all in ‘a.war
eping the economic system asia: whole in balance,g o
g it stabllized ‘and: oordirated; and of keeplng it from Sl
‘ 1d as a the inflationary . pressuresthat are. alwaysﬁ
present. The! market, operat;;g through: supply and demand and throushgg
prlces, breaks- down as the: automatic reguletor and coordlnator of ‘the
gconemic system, which. it ds in peacetlme. TIt. breeks down, as. I have4‘
1nd1cated, because’ -supply and demand ate so. far apart and,’ in total

war, cannot be brought together. : Therefore, we must: step in and A
- provide that balance and. coordination artificially; we do. 4his, as T .
have indicated, by establlshlng the wide varlety of controls to Wthh

I have referred. . .. . .

This brlngsue to what is: tho greatest practlcal problem in mob111z~ o
1ng ur economic system: fo 5 and that-J
‘ 1ngfthe organlz‘. ons and 81ng ‘the adr nlstratlve procedures and

techniques for. Operatlng the essentlal controls.; In many Wways,. the
‘cards -are- stacked against those who are placed in charge of thls ,
critical phaSe of the wartime job. . To begin with, since these control
functlons are not cxercmsed in peacetime, Wwe have to start from scratch .
in building up the control agencies, in building up ‘the War Production
Boards, the-0ffices of Price Administration, the War Labor Boards, the
War Manpower Comm1351ons, and all the rest. : These vital. war: agencles
ot only ‘have to build up their. organization and recruit personnel,

~the problem of establish- - o

‘@ huge job in itself, but tiey devise and perfect the. complex procedures =

‘whach?are ‘essential for doing the. jobs ‘assigned o them. They have to .

‘dstermine what data are neccssary for determlnlng ‘and. 1mplement1ng TR

pollcles, and ‘then gather +these data——a tremendcus task in itself. Then o

there are the great difficulties in overcoming ‘public resistance to

s wartime controls and regulations. A hlghly individualistic people ’.
‘such ‘as ours’ Just can'*t- accept without a struggle and without orotest

 the kind of reglmcntdtlon that is. 1nvolved in the. operatlon of these
‘controls. .The businessman, in partlculur, As. Orouaht up in-an attltude

of -suspicion and hostility toward the least government interference in

" the management of his business; and this. attitude is widely shered by

the general public, Whether it is good, bad, OF. 1nd1fferent the fact

is that the attitude: exists; and the men in. the control agenc:Les who

g are “brying to do the job have to work in ‘the face ef this attitude,
“they have to work in the face of the powerful pressure groups, represent-
L ing. every “important: 1nterest, who protest, obstruct, and resist one . -
phase or another of the, system of controls. - Generally, we will agree

to.look with complaisence on ‘conbrols established -over. the; other, fellow,

but we W111 flght to tne bitter end the estebllshment of effoctlve '

S
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controls over ‘our own behav1or.r And, of course, 1nev1tably partlsan
politics enters very much into the picture, and this adds to the .
difficulties of the control agencises. Finally, the very size and o
complex1ty of “the Job of administering the war economy . by a central .
' government present encrmous’ diffculties,. We lack the: knowledge,‘g;‘g.
“'we lack the understanding, and we  lack: the’ experlence needed forﬁthe}r
jobs The shift from a free economy to a. planned and controlled and -
directed economy is a- tremendous shift, especlally when it has to,bef(
made almost overnlght. So almost 1nev1tably we blunder and bull ourlf
way through in moblllzlng our: economy for war.“ : . . .

In the remalnlng few mlnutes, I want to dlscuss W1th you the
significance of all these developments for the- mllltary profeSSIon,
But: first I want to- glve you a brlef summary of what we have- covered
so’ far. o : . , , oo

I ahm simply summar1z1ng the maJOr p01nts 1 have been trylng to make
so far, starting out with the definition of economic moblllzatLon.p
This is repetltlon, of course; but if c1garettes and soap flakes tan..
hold their own in the’ market,‘oPeratlng on-the prlnclple that, repetltion
is reputation,. maybe we: can get economlc moblllzatlon across in the ]
.same fashlon. S » -

Economlc moblllzatlon is the process by whlch all. the resources
‘of the natlon are organlzed and’ directed in support of the Armed Forces.

l. Modern warfare is not 51mply a confllct between armed foroes'
it is a struggle enllstlng all the. resources of the belllwerent powers.

2. The load placed by’ modern war upon the economlc resources of
this Nation is so tremendous that our full strength cannot be moblllzed
without 1mportant changes in the functlonlng of tne free—enterprlse
system.' ‘ : c

3. The free~enterprlse system cannot be moblllzed effectlvely ,
~simply by speeding up*the normal economic processes of peacetlme. o
A war ‘economy’ 1s of neceSS1ty a planned, controlled, and dlrected O
economy. : S R o

be The admlnlstratlon of the controls for the dlrectlon and o
coordination of the Natlon’s resources. is: ‘the -central and most -
dlfflcult problem of economlo moblllzatlon.

- All rlght,: Now, grantlng the substantlal correctness of what -
T have. sald, for the time being--you may take issue with it in the -
‘question. per10d—~3ust ‘what is the: 81gn1flcance of these develop—f‘ '

'ments in the economjics of war for ‘the mllltary'profe881on“ Thls o
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ssed thls subgect brlefly, and I
tnls"fternoo‘x»;Seme of you may feel
' but that und‘mentally dte does in: *

it 1mpractlcable for tne of 1cer.t0 ooncern;~1mse1f W th the economlc,
51de of war and tnat tne de and is for more Speclallzatlon Wlthln e
ilitary 1ess speclallzatlon,;~» s

;and more. Spec1alxzed and’ dem
character.

,,tee hlgherYechelons of CO ES
o In the first place, the dema is of total wa ware so sreat that close

and\harmonlous cooralnatiou of the mllltary‘and economic, phases of
3 by tradltlon, and

oIt is . hardly necessary to point out that in war, as in the
. , any ‘ eratlon, effectlve aetion is dependent
"‘upon close—knit, smooth cooperation among all branches: ‘of activity.
There musn be close and harmonlous worklng relations between all
- th In warfare today there are three major -
men am:  the military members—the Army, Navy,
and'Alr Force, the productlon lelSlOn, which 1ncludes gll the resources
‘, ‘and the governmental or admlnlstratlve division.
tlve coordlnatlon of the activities of these three teans
‘ "‘certaln famlllarlty and a certain under—
ities of ‘the other: members of the team
) ‘ 1 and dlfflcul ies Wthu eadh of “the
other members of the team feces in wartime. This; of. course, applles
to all~three membe;s of the team, the two ‘civilian members and the .
, _ary member, but, egWe are concerned, of course, W1tn the
mllltary branch of the team o : o : £y

"It is neceSSary for offlcers in the nlgher echelons of command
,Ht03 ave. someij “er”t"'dlns 4f the character, ‘conditions ahd problems

‘ nobiliz use militery strategy must be-geared -
gy'and m1117-ry requirements. must be related _
yaand to the requlrenents of the 01v111an
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economys ch blg a war we can flght and at what devel of 1nten51ty
depend on how much of a strain ‘the civilizn ‘economy can stand and -

for how.long. For ‘the Services to ask too. little is to prolong the .

- war, ‘add greatly. to its. cost, ‘and endanger the outcome.. Tnere is.an -
equal danger of. rlSkln5 ‘a breaxdown of the’ economy by 1n51st1ng on -
too much. So strategic plans must be kept within the limits not

~only ‘of productlon fea81b111ty, but of economlc fea81b111ty.~ .

This ‘is one maJor reason for. the need of unaerstandlng of the
 problems.of economic mobili zatlon on the part of the military
division of the team. There is a ‘second, -a more direct and com-—:
pelling reason why the Services should be in close touch with-the .
broad problems and conditions of “economic mobilization, . In this
‘country, unlike in some other countrles, the Services themselves -
perform certain key economic functions. They have ‘the primary
respon51b111ty in one of the most crltlcal phases of .economic mobilizg~
Yion, the procurement phase. They design aad they develop materiel;
and they place contracts for this materiel and for all kinds of military
‘supplles and- equlpment. Moreover, in VarlOuS ways. they superv1se and
- control productlon under these contracts. ' .

ILet us see brlefly what tnls means.~ In 1939 munltlons accounted

for only one. percent of ‘all finished manufactures produced in the = .-
United States, By the. close of 1944, on the other hand, some 60 percent
of the manufacturers! output in value went to the Armed Services,
Of the total output of the prewar metal—worklng industries almost 80
'percent weiit b6 the. Armed Services,. The total war, outlays, of which
munitions made up - much the larger: part, rose from about 2 5 bllllon
dollars 1n 1940 to 54 bllllon dollars 1n 1944

Now,. Just how muoh 1s 54 bllllon dollars?' Try to v1suallze 1t. .
Let me give you a couple of examples. The total assets in l935-1
refer to. 1935 because the data are available _for that year—~of the
30. largest corporatlons in the United States ‘came to 52—1/3 billion
.dollars. These 30 largest corporations. 1ncluded such industrial -and

"~,f1nanc1al giants as A, T. & T., U. S. Steel, ‘the Pennsylvanla and

, New York Central Rallroads, the. Chase Natlonal Bank, the: Natlonal

- City Bank, Genaral motors, and' so on down the line. Take another
standard .of .comparison. The. total expendltures of the rellef and
Work programs of the Federal Government, which seemed so. tremendous
.to us back in the 1630's, from 1933 to 1938, 1nc1u51ve, came to only
25 bllllon dollars, less than half our: war outlays in 1944. .

of the 54 bllllon dollars that we Spent in 1944, the Armed Serv1ces
spent about three~f0urths. Such enormous purchasing power, concentrated
‘in the hands.of a single great agency, the ‘National Military Establish-
ment, is literally dynamite; economic dynamite, in its potential effects
upon. the working of our economlc system. Unless it is handled with the
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‘f~care, 1t can produce‘very gre‘t harm., It can dlsorganlze
: Se peculatlon, it-can create serious shortages,
give rlse to 1nflation¢ It can demorallze the. economy generally
‘as I osay, it is-not handled properly. And all these developments,_
of course, will: 1n turn result ins great 1088e‘,1n\product1ve efflclency.

: The "economic respon51b111tles of the Armed Serv1ces in wartime and, T 1;;f
as. Secretary Forrestal has p01nted out, 1n peacetmme as: well, are very R
great, both dlrectly and indirectlyb i ; ,

The record of our productlve achlevements 1n the recqu war 1s,,
in many respeots, a very extraordlnery one. - The Armed.. Services carrled .
v*through,an enormous: procuremenx program, a procurement program almost R
‘incredible in its size and: complexitye. - ‘This was made p0531ble, of -
. course; by equally extraordlnary aehlevements in every branch of the

:.. Nationls economy.: Tie increased our gross netlonal product 50 percenx

in four years,; from 1939 to 1943., Yet, as you may recall, our procurer.
ment and production ‘programs were handlcapped during much of’ the war

by controversy, confusion, poor., coordination, and many. costly mlstakes
and delays. Thet the mllltary consequences of these mlstakes and delays
and all this confu81on were not more ‘serious 1is due to two clrcumstances.s
Tie had two years in which to- prepare for full pertlcipatlon in ‘the war,

| o and there was a great deal of fat in the- c1v111an eoonomy.:

The lesson of thls experlence is clear.= In tne next war there must

- be eloser, fuller, and smoother coordlnatlon between the: Armed Serv1ces
and’the eivilian productlon agencles in economic mobilization. ThlS
means;, for one: thing, that. there must be a better: understendlng, on the.
- part. of the military and. civilians alike, of the job which each has to
do. Civilians must learn more about the charaoter and’ problems of o
_warfere W1tn ‘respect to tactlos, strategy, and logistics; and the Serv1ces
must igive more attention to the civilian aspects of moblllzlng and
running a. war economy These enlarged"espen51b111tles have been reoogw
nized and accepted by the Services. On the training side, of course,.
this is demonstrated by the greatly 1ncreased attention: glven in the
school systems of the Services. to the fields of economics, government,
and buginess: admlnlstratlon. It is 1llustrated especlally by the greatly
increased. Scope and empha51s pleced on the m1831on of the Industrlal
‘Gollege. . . ; , : ; : .

Thls afternoon I heve placed a great deal of stress on the tremere
‘dous size and dlfflculty of the job of organizing and administering a
war econdmy. - Tomorrow morning Dr. %illiams will take up the Federal
‘administrative system, which provides the foundations on ‘which the
amuoh 1arger admlnlstratlve structure of wartlme must be based
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s QUESTION:..Dr{‘HUnter”fsincé a wﬁrjedondﬁjsié"a4pianned-and controlled
economy, would it be. desirable to have the -controls and directions.

. established by lew in peacetime to avoid disruption by shifting to. .-

economic. mobilization when a war comes? * Couldn't we have those con-': .
trols established in peacetime? . B TR R T L ey
__DR. HUNTER: That problem can be considered either as a btheoret-
ical problem, to which we might give one answer, or & practital problem,

“to which we would give a different kind- of answer. Under our gyskem -of

government, we can have in"peacetime ‘only what the public is willing

to accept. Ve cannot work it out simply in terms of what is theoret-

* ically and logically desirable; that 'is; what. would be-desirable if

- there was no .need to obtain public acceptance, ' I think that that,

basically,. is the answer. -Wie can have only what the American public -
wants in peacetime, and ‘the American publict's actions will depend - "
primarily on the Sense of urgency"to”Whichxthe‘intérnational.SituatiOn;,Q
gives rise, . o EELRT I R SRR : .

z'7QUESTION§’5YQu“SpokéViéthéf'éafly;'sit;;offthe Controlled Materials

~Plan in the last war. Thatiisjsomething withiwhich, I Gonfess; I and:

. probably others are unfamiliar. Can you touch a little on the details
. .of that plan? : N Tl T il e e e

 *'DR.HUNTER: T won't anticipate the Production Division of the

Course by getting into a discussion of the details of that plan..
Bfiéfly3‘it:wassg‘system-by?which;scarce*itemsfof]materia1—~steel,
copper, and aluminum~-were allocated to dndustrial users . in: the order:

of the:essentiality of need for these different materials. | It was a

highly'COmﬁleX’sy%tém”for:détermining>What;thoae needs:were and. for -

'allocating to the branches of industry and the plaits concerned the .-

. materials needed to do the job. ' The earlier methods of distributing
_these materials proved very inadequate. In CMP we-at last found a

- satisfdctory way of dealing with what was in many ways our most .
_critical’ production problem. - R e S

 QUESTION:® Dr¥ Hunter, - getting back to the first question, it

’éeems thatvbaéica11y the amount of control that ‘can be exercised
- depends upon the people, and the peopley in turn, have to bé educated.

Thé‘Arméd Forces ‘tock upon themselves the job of educating the people-
as to:-universal military training, and I believe Congress did not like

‘that. Wuat agency now is responsible for letting the people know what
'is needed? . . oo o T TTYRARS AR PeOP e

‘DR. HUNTER: TWhat field are you speaking of?
QUESTIONER: Economic control during peacetime.
DR. HUNTER: The peacetime responéibilities for'making”plahs and

14
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:epreparatlons for the cont_ggﬁay'of cconomzc moblllzatlon in- an emergency
‘are placed-in’ th‘ ational: ecurlty Resources Boer, a c;v1llan agency
set up by the Sec ity Act of 1947 outside ‘the lllltary Establishment,
and--nade reSpon81ble drrectly to the Prc31dent. ‘That agency?has the
responsibility for planning nows;. presumably this. carrles with it “the
responsibility for keeplng the publlc 1nformed of its activities and
progresss. . Like every government agency, however, it is faced ‘with the
difficult task of drawing: the 1ine between winformation" and "prOpaganda.
‘So far.as the military aspects of economlc moblllzatlon are “concerned,

‘rcSponsiblllty rests Wlth the Munltlons Board 1n the Mllitary Establlsh*

%UESTION.- You have dealt wltn tne admlnlstratlve sidé of’ economlc
moblllzatlon. 1t seems to me there is one problem you might enlarge .
‘ upon——the 1nte111gence that ‘has to be orgwnlzed to bring all these
problems 1nto rerlef and glve tnem depth for eﬂonomlc moblllzatlon. '

DR HUNTER., In peacetlme that responsmbil;ty rests out51de the"~
Military Establishment. . It;rests with ‘the National Security ‘Resources
Board to which I referred. Within the Mllltarj Establishment the
responsibility centers in the Munitions Board, which rehresents the
three coordinate branches of the bervxccs‘. ‘They are giving 311 ‘their’
time to the job-and have’ built up substantial staffs to deal with every
phase of the. problem of economlc mobilizations gathering ‘the factual
datd that are necessarys brea&mng dcwn the over—all problem into its§"
many component parts, giving. spec1flc attentlon to each one of the‘;:
component, parts, and studying the problcms of. coordlnatlon.“ The " job
~of .planning, making studies, and’ gatherlna the 'data on whidh' 1ntelll—
gent. plans must ‘be based is the . mission of the Munltlons Board and the
National Securlty Resources Board. of course, we, do our’ share of the
‘30b rlgat hcre. : , ‘

QUESTION., Is thcre any danger of developlng controls for controls'
saxe ih thls problem°  5= . P bt P R

DR. HUNTER X suppose there is alwhys danger of ‘the end becoming
subordlnated to the .means, because; after all, we nave. Tittle ‘experience -
in the Operatlon of “these controls. A country with a state—ccntrolledj
econony s such as the U, S DBe R.,‘can, to a con81deraolc deereo, estab-‘
lish &nd" perfect ‘Yhe. controls for: runnlng every pnase of its economy in
peacetlme., The people 'in such a country have, many years of exoerlence
: 1n.develop1ng, through . trial and. error,. tne kind of controls that will
work in their partlcular system, But, in & country such &s-ours, we
have had an experlence,'all told, of only six years in the operatmon

of this type of controls, about tWO years in the Flrst TWorld War and
four 1n the last war. -
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- It is a treméndous problem, What - contriols are necessary, how .
they are to be set up, in what ways they shall operate and how lodg = °
they 'should, be continued--all of these are questions to waich it.is
extremely difficult to give adequate answers. .Thére are usually. a .°
variety of answers that can be offered to any problem that comes up -
on & day-by~day basis. Yet judging both by the experience of the .~
recent War,andfby*thé7stfong’publicfsentiﬁent today, the danger of
having controls. for the sake of controls ‘does not sSeem a real ones
Even government administrators:ﬁthé‘muéh_maligned}burééﬁérats,*who‘
might seem to desire controls for the power they would give them, =~ =
emphasize the importance of keeping controls few in number and simple-

- in character, if they are to be workable. AR

QUESTION: You have spoken of the Resources Board and the Muritions -
Board determining the controls for items needed by the Armed Forces,
Wiho would determine, for: instance whether beer or alcchol sheuld be
produced and in wnaﬁ"quantity?,‘deonjt;bqlier theiagehcies,mentioned :
Would-detérmine‘that,3'Ahd,beélieve”diagérs were an important shortage
in the last war, ‘Wiho would determine whether; cotton should go.into

diapers or into something: else?
| NTER: We don't know, of course; what the setup will be'in
the next national emergency. _In the last war, about a.month after '
Pearl Harbor,”the War Production Board was set. up to take -over the “
functions of the preceding production agencies, It became the key =~
agency for_the‘éllocabion‘oﬁ.maperials;:equipméﬁt’and'the“liké;:aﬁd’ »
it was through ‘the priority system that it was decided What industries
. should get how much 6f what, As between aleohol and beer:at.one peried,
the issue boiled down, if I recall correctly, to the question of the
allocation of'tiresufor,beer trucks and of materials for the replace-
ment of essential equipment in the breweries and distilleries.

. DR: VH)UNT

l»,QUESfIQNF Do you mean-@hat=by controlling the basic m&teti?ls»

: they”would‘control the output of the ciVilian.product? o

DR HUNTER: Yes. That is the principal way in which our control
system.operated in respect to produetion,  There are other ways as '

+ well, but the control of materials—by denying materials, by giving

materials, and by limiting the amount bf‘materialsgdiS“dhecQf;@he.kéy

‘methods by which we controlléd production during the war,' '
 QUES Isn't.there a danger of misinterpreting :figures such
as were used in comparing our expenditures -in 1935 and then in 1944;
because “of the fact that, as a result of having to do things in thé .

rush of an emergency, the cost is a great deal more than it would "™
- be if we did them in proper fashion? For example; if you are driving
& car and have a tire that should be replaced, and if you go to a

QUESTION: Is




kreputable dealer, you can;plc "p a flrst-l ne tlre for the regular
- « o But ifyou wa1t~d b he tlre bldws-out 50 miles from . -
; 1h ] : lar price for a second» '
; , nebody b et”it;be81des., You . end
+ es then,egu ar prloe o) tire, and. you will
‘ ent along W1th 1t.;.,

as 1t s«and our eoonomy ope, : ‘J
move into a.program such as tnis in the'mosrveffl ent way. We. get
into it in the g1ve~andetake fashlon of & democratic system, and that
is often wasteful, in the short run. at: any rates Tie feel it~ is net .
;,_ﬁwasteful in the long run, - We have only to compare . our war productlon
<~‘effort Wlth the war productlon effort of Germany. to: see wnat we belleve
: ‘rlorlty of our Way of dozng thlnge. P S ,

'”control of materlals and
ra certain: supplles and
: weapons. Aircrafty. for
: : ocket jet as it exists now. TWho
is g01ng 0 control the necessaryiknOthow° In certain technical
Y:phases there:is just 56 much know~how zvailable in. industry. e, are
‘ “everythlng 1n the form. o upplles nd productlon, but We
this te nical know-how here is only a. llttle
a’'loaf fiot only of produ tion but algo of use.
' | cage of war. The personnel’ will be
‘and 1ndustry, ‘which will: necessarlly
y ) : svent of war.: ‘Wwould we have control of
»~;the know—how and tne tecnnlc, 'personnel through ‘the draft. system, or.
: do we,. Ain economic moblllzatlon, enter intec.a study of " tne necessary
‘ know—how to operate our economy? - -

: DR. HUNTER.- Yes, 1ndeed We. do. That 1s one of: the mavor thlngs
that is taken up in the Nanpower Division of ‘the course.: The train= .-
ing of necessary sklllS, the malntenance of pools of: necessary skllls,
the matter of allocatlng those skills as between the Armed Forces and .
the. 01'111an economy, and the-distribution of those skllls tnrough a ..
systlf of manpower controls constltuaeone of tne most Serlous problem
W1th'w 1ch we have to deal. s S

QUESTION. Who handles tnat°

DR. HUNTER. In peacetlme, on the plannlng 81de, we have the
Selectlve 5erv1ce*8ystem.- ‘The Armed Services themselves are. glVlng
a great deal of - attentlon to these very problems that. you nave mentloned.
how the Armed Services can use most: effectively ‘{he skills within the
Army, the Navy, and the Air’ Force, what -share of spe01flc types of = .
"skllls 1s to go to each one of these brancnes, and what share of thesef
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skills is to-be}iefﬁ3inﬁthéﬁciyilién:éébnéﬁYierlthe condﬁét;éi‘éssential

production. ~ The Services are studying the problems. Selective Service
is. The\National;Securiyy«ResourceéﬂBoar&5isJStudyingtthe;overfall,,

problems of manpower, civilian:and military, - I bglieve, alsa, thaf the'

Department‘of~Laboriis-givihg,atténtion;tbﬂthem,'_Ybu;will.find;sWhen;ugf“”

we get to the Manpower Division of the-course, a great: deal ‘of atten<

tion will be given to the various problems of the utilization of mam— . .

power and the conﬁrolséthatAare,believed,toﬁbe;essential"£0~6btai§ tHey . |

‘best utilization of manpower.. . S T

QUESTION;v Dd’we.hay¢'bneqbghﬁralgégéﬁqyﬁta.cohtroi"phatzay,f”ffV’“)

DR. HUNTER: TWell, let us re

of agenciesgthat?had,theirgfinéer'in'the'manpowep-pie,ﬁéndtthatJis'éne

fer to the ré¢§nt?ﬁar;f°wé“haa‘dézens=;fxfj‘?

of the Feasons why we had difficulty in,dealigg,withuthéJWhﬁle,mggpqngi;gvj
problem, ,Ee‘di&”nop'haverpne”plageﬂwhere the éﬁthbrityuWaS Qentra1ized.;j“
Now; . of course, 'the question is, What‘Willahappen»next‘timGEn,We'can'tyQ“j*

be sure what will happen. ltvwill'depend‘Qn_Whatfkind§“of war ‘agehcies

‘are set up by Congress=and'what;authgrity is givehutﬁgﬁhpsefwar ggenciésﬁ¢

.‘Weahave'the.Arméa,SQrvigesﬂstudyiqgltﬁesefﬁfbblemé;WEth-gieat‘béfe.

- Qﬁtside’;hé~MilitaryAEStabliéhmentzWé[havefthe”NationéI’SecurityfRespurées

Board, which hes-a Manpower Division that is dealing specifically with

~ these problems and trying to work out the best answer, on the basis not

only“offpaSifexperieﬁoe5;but;¢n.the,paSis of prevailing trends and what
wé‘think;phe;situation‘isfgoingﬁtp'befat-the’fime'ofﬁﬁhe'emergenqy¢ ,
But until COngress‘acts'tpiestablish“afpolicy]ahdvuntilvthe specific =
agencies are set up té do the job, we can't say what the action will

V“T‘T“'QUESTIOfo;Thé Armed‘qucesfhavé;feadghiée&wéhé,ﬁfbbié@iéf‘écphémic

mobilization; as illustrated by the establishment .0f this Collsge.-.

.,Butrwhatgare.ci,flian.educa%ionalfinsﬁi@u¢;qns doing té pravidé this
'Samejtraining'tqithe civil;annteam;in‘hha éQumtny? e T

DR. HUNTER: On thefﬁﬁole;”veiylliéﬁlgﬁis?béiﬁg dohé;J,Dﬁiing
the war period,sconsiderable:intefestﬁwasfSdendin_thé?prpblemS’of‘

~_ economic mobilization and the problems: of what the economists called

a war economy or the economics of war... Courses were introduced in

~the field of economics of war in many civilian universities. -Since
-the war, most of‘thosevcoursasﬁhave?been:dropped{ Only a.very:few

" ‘places are doing enything actively. The Graduate School of Business
" Administration of Harvard University is outstanding in’this respect,

"and,ibnmygbe»thatitnere are ‘a number.of other business schools and

other institutions where some gttentipn,is“beingjgivéh_pq the matter.

But this is not so to any great extent.

,:‘IS?J{a_Q

RESTRICTRETY
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D REICHLEY 'Thé‘Industrlal College recognlzes the 1mportance
f‘t by establ&shlng ‘the Reserve Instruction Course.. Since
_01V111an educators are. invited to attend that course, We hope that, .
inturn; they will ‘establish economic: mobilization courses in their - -
©own universities throughout the country. Ab present, however, there

«are very few that ‘have courses on thls subgect. o S

" If there are: any further questlons, Dr. Huntur Wlll remaln here
to answer them.‘ ‘Thank you, Dr. Hunter. ' , pelt

\
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