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TOECONO!~C MOBILIZATI INTRODUCTION ' ~ ~  ON 

: 31 Angust 1948 

DR. HL~TE~ hington outlined for you 
the general s~ e of study. He Indicated 
the various phases into which the course is broken down and the order 
and manner inwhichthese different phases Will be taken up during 
the next lO~months. LHe also made some introductoryremarksdea!ing 
with the nature of economiomobilization and the character ofthe 

'y on from where 
mssion and 

, very far 
into the details, in a fashion, 
with the whole broad field of economic mobilization. The p~pose of 
my lecture is a generalconc~pt!on of what this 
broad subject ion is all about. - 

tThe phrase "eConomicmobillzatlon is a rather formldableone, 
but, in•its essentials, the/term is ~not really very difficult to 
igraSp. I shal~ give a definition tkis afternoonj and I shall repeat 
mt more than once ly the same definition that Captain 
Worthing%ongave ~ink it iswell to ke~p in mind that 
there is no fixed or final definition of the term. The important thing 
is to understand in its basic essentials, what ~ economic mO~oilization 
is and not be ooncerned toomuch with the precise details Of wording. 

Economicmobilizationis simply the process by which all the pro- 
ductive resources of the economy are organized in Support of the Armed 
Forces in wartimeoLet me repeat~ The process by which all the resources 
of the economy are organized in support of the Armed Forces. 

The necessity foreconomicmobili zation is the outcomeofamilitary 
revolution, arevolution which has taken place largely inyourtime and 
mine. On the surface this revolution appears to be the product of new 
weaponsandnewmilitarytechniques and of theapplication of science 
and technology to war. It is, o~ course, made ~ossible by scientiTi~ 
research and development~but, in a broader sense j it rests, as I have 

the resources ~6f the economy and ~upon the tremendous 
• - ~ ......... ~rld 

during the pa ~ctive 
preparation~ lu years 
t h a t ,  w e  h a ~ e  ~ ~~ ' /  : 

Some features of this new warfare are very easy to See and. in a 
way, to understand, ~ Devices such as rockets, atomlc bcmbs, ja%~ ~ 
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propulsion, and radar are as spectacular as~'they are effectivej 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 though~ I suppose, in most instances it is 
not very well_understo6d, The key role of manufacturing in wartime 
is also Widely appreciated. It was the most widely publicized phase 
of our recent war~.effort, Remember, too, that most civilians had 
their direct contact with the war effort in this field. 

Otheraspects of tnls-..mllmt ry revolutmon~however, are much <. 
less appreciatedandunderstood. This is..especiallytrue of its 
economib"and ~ its organizational and administratiVe a spects.~ To .most 
people the economicsystemis pretty much ofa mystery. Even among. 
businessmen,allt~often, there has beenlittle real .understandin~g 
of the over'al,1 problems of organizing and running a. waneconomy. 
It iS'with these "nonmilitary," "nonscientific,.aspects.ofmodern_ 
war that I am chief!yconcerned this afternOoni 

• It is very important for us to recognize at the outset that 
combat is.no .longeT, .as it was for centuries, the princip&l part 
.Of--warfare. This is av-iew that the military profession has .been 
and is rather reluctant to accept. It runs cont.raryto long tradiZion 
and practice. Let me putit a little di.fferently: ~arfare. is no. 
longer, aB, ~gaih, it.was for centuzies,principal~ly the. business: of 
the military. The Civilian side of.war.in many respects oVershadoms, 
the mllltary side. Even within the ArmedServices, ~s-we all know 
a iargeproport.ion of tile personnel,are enga,ged in what are essentia~ly 
c~vilian duties; andbehind every man in uniform, we are told again 
and again, there are several civilians engaged i.n activities essential 
to placing"the military personnel in the fie].d and ke.eping.:~them supplied 
andlequipped--clvilians~.who give ,their time and ener~f and,as we. have 
seen in the European countries, often their lives as.well. In factj 
the traditional disti.nction between military,.and civilian in warfare 
is '.Coming t'o have less and ~ess meaningl and:ih the next.war it..may - 
have no meaningat ,all, or,~at any rate,i:only ~ very nominal,meaning.. 

All this simply adds up to the very importantfaot that modern.. 
war 5as become'a.struggle in ~hich the entirerresouro.es.of .natiOns 
are.pitted against each other and.not simply the armed. forces.. It; .. 
is a s~glenot only between the produotive.=resources Ofbelligerent 
po~ers"but between the economic systems andinstitu~ionstnroughwhich 
tiese resources are made effective for war purposes.- EConomic systems, 
of c.ourse, /re~much, broader thanproductive resources as we usually 
think: of thesB resources. It is a s t~u~le al.so ~between thB-Eovsrn- 
mental organizations and the administrative.procedures and .techniques 
that are necessa~, to mobilize the economy forv~ar. 
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~,,~-~]~.~ t,h~m. Milit~rv mobilization was no5 enough. ~o ~=~_ 

all-kinds;~it .includes the. financi~l resourc~es and institutions o~ ~ 
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the' country;, it includes our elaborate systems of wholesale and retail 
distribution. It includes the vital communication industries; the 
newspapers and periodical press, telephone and telegraph systems and 
the radio industry. It includesequipment of'all kinds, industrial 
equipment, business equipment, household equipment, homes, automobiles, 
and home furnishings~ It inCludes a great ~variety of activities .which 
serve their purpose by promoting, in one degree or another,, produCtive 
efficiency by maintaining civilian morale-,lhe entertainment industry~, 
the cosmeticindustry, thehard- and softLdrink induStries,'and so"en~ 
Evan what'some were inclined to dismissas nonessential industries h~d 
imp0rtantminor contributionstomake.." 

in studying economic, mobilization, we~!start, with the basic fact 
that war'.increases tremendously t heloadwhich:theeconomic~systemhas 
to carry. Back in the 193OIs our military expenditures aVeraged a~nually 
atout gO0 million dollars, less than 1.5 p~rcent of .the national.income. 
In 1939, the year when the war'broke 0ut, the rigor, e was still less than 
2 percent of the total national:.income. Row let. us see what. happened 
when the country really got~'under.the war load. .In 1943 and again in 
19Ad our total war outlays abSbrbed &3percent of the nationall income~-up 
from 2 to 43 percentin a period of four years. And l keep.in mind that 
the national income in 1943was thr~Le times as.large as it had been in 
the middle thirties. Someof the EUropean power s were more:fully com- 
mit.ted to the war than.we were, for obvious reason so ~GZe~t Britain 
and Germany each devoted anestimated 52 percen~ of its~national inc:ome 
to the conductof ~he war. We are wise, to assume that.in anotha r war 
the p~oportioni0f our n~tioaalincome tc be devoted to military. PurPoses 
will run even higher. 

Let Usexplore.this matter of econ0micmobilization'a step further. 
It isn't enough te know,hat e~6nomic mobilizat.ionis:...How do ~ we put: 
it into effect, how do.we operate it? c~n ~mob~lizEa:'our resource:s 
for'war simply by workingharde2~by ~ w0rkifig~!onger hours:and extra 
shi~ts, by building moreandTa~ger plants,~by? cut~ing'out allpossible 
waste,andbyre~ucing the-.civi~ian economY, t~6its~:barestessentials 
voluntarily? In other words; do,we mobilize th~ economy for war simply 
by.a~-~p~ed up0f the nQrmal.peacetim~ process.es,under thedrive Of 
p~t~iotism?Inthis dountry, as in E~glafld;d~ing ~he,earif :Part0f 
the.~ar,t~ere ~e~e"many-.wh~ believed 't~at~that. could be d~ne, who 
belieVed ' ' " " -  ,, tna~ ~o could me~t' both defense,.-and later.war, needs and at 
the ,,same time carry o~ business,~ pretty much as usual. Many firmly 
and "honestly believed that ~he :tW0" ~hi~gs could be carried together, 
The~e are.sti~l some~in :this~,countryi~"~hough perhaps not many, who 
.~elieve:thatweachieved our:enormous war production, goals.in.spite 
of, rather than becausei~of,, theelaborate syst'em of War agencies 
and~hecomplicated controls'and'.procedures which they administered. 

o ~,.. 
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oraise; it is a tributeto th~ freedom and tae ~n~iv~mua±~sm wn~cn w~ 

S 

ich 
m 

S~ 

to de ' with his property as -he kik'es, ~The prol[it 
in driving f~rc~ in .our e conomy.~, . Secondly, what 

e questions 
, The fre, e 

movement of ~ snpply and demand funchio~s through ' a system ~'0£ unregulated, 
uncontrolled prices. Finally, a basic condition of the free-enterprise 
;~s~m is ~hat government s~all keep its hands off-,that government 

peti- 
rest, 

han@s off; 

Keeping thes'e basic n terpris~or better~ 
happens when .:a'war-situa- priv~t~, enterprise--in r . 

" 1 we will not interfere with the normal 
system. ~e will simply o're.!y~ o~ the .' 

operatien~ Of." supply -~and demand inthe free. market. Just put yourself.. 
in the pesition:Df ~the ordinary clv111an. ~ Whether he ~ is a manufacturer, 
an inVe~stOr, :a ~,speeulator~, a bankers, a-white collar worker ,gr a plain 

. . . .  • • k 

supplies..ar-e ~placed : in ~increasing, numbers -and •amounts, 

. . T h e r e : i s  , : ! f i rs t ' - -of .  a . t l ,  a g e n e r a l  i n ' C r e a s e ' i n  demand,  I t  i s - s l o w  
a~ first~, but t~he indre~se ~athers moment.um. ,It begins in industries 
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" : "  and from:thoSe-industries it spreads widely. Butthese industries 
depend on"o%.hers:.f.or theirown materials and,supplies of many. kinds. 
A big armament program, iZ maintained~:and~enlarged, ' makes itself~felt 

0:: ,:before .long. in every part of the economy, however r.emote some .parts 
" "  may b.e from the~ p~oducZion~, of military equipment. The result .is that 

a business boom• is soeh'und.er~yj and this. boom? grows steadiiy..bigge r. 
i .  - ; . , . . . j .  

• Th~in~rea#ein demand soon results in'..the iappearance.:of.sc~rCities, 
and,.:like demands/these.scarcities iflcrease, an~ '.spread progre~sively, 
Scarcities in. one field lead to. scarcities in another. Thez.:iSually ~ 

• : appear.first, in.production:equiPment;."then-in!r-~ustrial czpacity for 
the.: finished items required by.the.Ar~ed.Forces~ and thenthey:.spread 

' :to.-..critical raw.materials~ to. skilled labo.r,:Do.power, to,transportation, 
and:so on, The-tighter supplies become:,".:th~::~ore inL~rested..everyone 
is in Obtaining .th&m. ~anuf~ct:urers. over~qrder .in erder to;-make, sure, 
first, that they Cin obtain, what is requiredto cafry'out .existing 

-.. contracts and, next, to build up inventories.that wil~ enable them to 
• take additional contracts. Speculatorsenter .the fieid, quite naturally 

and legitimately, performing their normal function in a free market. 
They see opportunities.to, make a, kiIlingby, buying up materials, by 
buying .up~equipmen~/:'by buyingupeven finished items, and they make 
• ~he most of them. It is quite proper t:hat;.they shouldif we proceed 
on .the assumption of n6rmal. op~ratio.n Of the economy..-.Even consumers, 
before long,.begin to wake.up and see What is. going.on, and .they, too, 
try to .get into the:act,: Fearing ~hortages,.-.t~ey begin to stock up 
withconsumers' goods and:.by~o.d6ingcreate or accentua.te these 
shortages. All these"influence.s,~'n t~n) react ~ .u'~0h' each ,other 

Increasing shortages and m0itnting'iemands have one natural result: 
They bring about.a rise in prices. In a ~ar..economy, add'even in a 
defense economy,demand.;is, in/effect., unlimited becaUSe, the Services 
require-so much end"require it urgently and.quic~l~,~ Supply, onthe 
other hand, can be increased0nly very slowly,/since we can get 
increased supplyonly through increased production :and we can get 
incr~asedproduction, in many fields, only through]new facilities, 

/throughnew equip~$nt~ and through elaborate employee training 
programs. Now, What happens when demand and supply get badly out 

.. of 5~lanqe, when demand gets ahead of supply and keeps staFing 
ahead? .Prices g0..up and up, Under the normal operation of the 
economic.system,• this is fin@. , this is all to thegood.: :The normal 

.. way to get increased production is t~rough_.increased.prices, Increased 
• .- .~.pricesmake it attractive for other producers t0 ~tinto the field 

and for existing producers to increase.their..produotive capacity, to 
w6rkovertime, .to put' on ~xtra. shifts, and so on.. But in abnormal 

. times, when supply cannot~.catch up withdeman~, prices.take ah upward 
spiral, and we get inflation,, f0r increased pricesmean increased costs 
and increased coszs mean further increase.s in prices~.and these in 
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Th~eonly trOuble:with t~is methodof 
in wartime is that it simply won't work. 

I 

pro-_ 
sion 
wing: 
n 

~f goods 
, diversion 
.em. An 

. . . .  the 
:o~ng 
s easy 

;ime, 
.s adds 
in 

t~ 
a 

ol 
often uncertaln oerlel!Ds, Ol w~r ~OIZDZ~Gu~. J.~i~V o ~  uu ~W .... ~_ ..... 

:T~is i's avery Serioussituationbecause,-.under the.cond:i ti°ns 
of~an6rmal fr~e~nterpriseeoOhomY, wecan't:do an~hin~ aboutit, 
eXCeptmake-speeches,~writeeditorials, andput up posters:urging:' 
the~iViiianpOphlatiohto d@ny itseif~ll ~he civilian goods that 
It~his wanted to g~t ali these yea.rs andhas not beentble to get. 
F6rthe'ArmedserJ~!ces be aZtemptto~'outbid Civiliandemands gets • 

the flow 

of money intociVilian hands~ ~ ~ ~ " • 
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An uncontrolled war boom interferes with war production in still 
other ways. It leads to unstable and:often chaotic market conditions. 
It introduces uncertainties and confusion in production all along 
the Iine~ It gives the.contractor all kinds of headaches as.he tries 
to anticipat e just what is going to be the situation three~onth~. , six 
months, or a year from no~. It reshltsfn-prQduct:ion tie.~ps ~hich 
tend to snowball. ~orst of all, the in£1a~ion that accompanies "such 
an,unControlledwar boom affects different classes of people,'unev~nly: 
some benefit and profit, while others sufferb~eause their incomes 
.don't go up~roportionatelywith prices... Inflation .leads to charges 
of .profiteering; it leads to c~imina~ions '~nd rec~im~nations-be~we'en 
-thedifferent factors, in.production, between businessmen, working men, 
white, collar groups and fari~ers; it creates alowmdrale among the 
civilian population,..and,."'.o~ Course, that low morale quickly spreads 
to 'the Armed Forces, for men in the Services allhave.relatives and 
friends on the home front. 

All I have isai d so far is'perhaps ~pretty obvious. Yetit is very 
fundamental. In a °free economy operating ~thout' gbvernment direction 
and Con~rois:, raw:materials, industrial capacity,and labor tend to be 
channeled ihtothose areaswhere demand is greatest ~nd profits largest 
and,.in:many bas~s, where the work is easiest; and not into those areas 
where the need is greatest :for the effective prosecution of .the war. 

:The inescapable conclusion isthat a._war economy must of necessitx 
be a ~ eentro~led, a directe~,ahd:a planned"eConom~, ~a%erials, equip, 
mentj facilitias,.and manpower have to be dire ctedto those ~reas w~ere 
they are needed most te prOmot@':the.war effort. They must be ali6cated: 
to users in the amounts an@in the order of.prioritydictated by~milit~ry 
needs. This conceptof priority is, in many resp~Qts, the Centralcon- 
cept of economic mobilization: Whb must getwhat, when, and in What order, 
to obtain all the.goQds:neo~ssary to carry oUtthe ~trate:gin. plans a~hd 
attain the strate&ic goals;~:Priori~ie:s for~the e:ssentials required ~o 
meet strategic objectiVes;simplycanno t be:.det:ermin~by free competition 
in the open market whereeSsent!al and nonessential demands compete on 
virtually equal terms.~ They~hava tc be ~stablish4d and enfbrced, by a 
central authority. 

:.,: . _  

In economic mobilization,:th~efore, we ds~l~cbhtinUallywith many 
kinds of contr01s and youwili'hea9 d 6teat deal about these controls 
in all phases of th£s cout.s~. Tnese controls, keep.in mind, are con~ 
trary t~o the principles of a :free economy as i~ fu/ctiohs inpeacetime. 
Zemust have controls over manpower;wemust have'controls, over materials, 
over prices and rents, over production, over equi~nent~ over component 
parts, over wages, and over exports. ~hat it adds up to is really~this; 
To mobiliz~the econon;Y for~war is virtually to organize, and run tke 
economy as one great factory~ as a single nationhl enterprise of- 
tremendous:size in which tens Of th6usandsof large-scale productive 
organizations are subordinate ~arts~ and all these parts have to be 
coordinated and kept in step with one another. 
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cards are stacked against, those w~o are y . . . . . . . . . . . . . . .  

n~i~,iCal phase of the wartime job.. To begin with, since th.ese control 
)eacetime., .we have to. start from scratch. . 

;i~s, in building .up the. ~wa~ Production 
Boards, the.Offices of. ~rice Administration,. the V, ar Labor Baards,, the 
~ar ~anpow~r ~o~m.issions} and all. the re.st£, : Thes~ .vital W S ~  ,agencies, 
~ot.~nly have to b~id up ~their .organi'zation and recruit personnel, 
a huge job in itself,, b~t they de~ise ~nd perfect .the complex .procedures 

. gather these policiels., and":t~hen i data~a tremendous task in itself, Then.. 
there are the great difficulties in overcoming public resistance to 

~wartime controls and regulat!o no A ~ ~],~ ~n~ivi.dualistic ~eople 
suc.~ s~ can'~t - accept, ~-  

the Im~ntatlon tha~t 
controls. -The businessman, in ~particular, is brou6ht- up in ~an atti~,u~e 
of.suspicion and hostility toward th~ least government interfGrence in 

are tryin~ to do the job ha~e to ~ork in the.face of this attitude, 
they have to ~ork in the face of the powerful pressure gr.oups, ..represent- 
ing.~V~rv ~nDortant int. er e stj who pr ot. est, o.bs~ruOt~rall¥~, .and.~ZewillSi st .~asreeOne / 

ph~ ~ ..ever the, other fellow, 
to but ~ment of effectiv~ 
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controls over our own behavior. And, of course, inevitably partfsan 
politics enters very much into ~the ~ picture, and this adds to the 
difficulties of the control agencies. Finally, the very s!~e and 
complexity Of the job of administering the war economy bY a~ central 
government present enormous diffculties. We lack the~knowledge, 
we lac~ the understanding, ian~ we lack the ~experience naeded f6r the 
job. The shift from a free economy to a planned and controlled and 
directed economy lis a tremendous Shift, especially when it has Zo ibe 
made almost Overnight. So almost inevitably we blunder and ~bull our .• 
W ' ° " % " ' ay through ~n mobillzlng our economy for war, ..... 

in the remaining few minutes, I want tO ~ discuss with you the i ~ 
significance of all these developments for the military pr0fessiono 
But ~first I want to give you a brief ~ summarY of what we have covered 
so far. . 

I am simply summarizing the major points I have been trying to make 
so far, Starting out with the definition of economic mobilization. 
This is repetition, of course; ~ but if cigarettes and soap flakes ~an 
hold their own in the market, operating on the principle that repetition 
is reputation, maybe we Can get economic mobilization a6ross in the 
same fashion. 

Economic mobilization is the process by which all the resources 
of the nation are organized and directed in support of the Armed Forces. 

i. l~[odern warfare is not simply a conflict between armed forces; 
it is a struggle enlisting all ~ the resources of the belligerent powers. 

2. The load placed by modern war upon the economic resources 0f 
this Nation is so tremendous that our full strength cannot be mobilized 
without important changes in the functioning of th~ free-enterpriSe 
system . " 

3. The free-enterprise syst'emcannot be mobilized e£fectively 
simply bY speeding up"the normal economic processes of peacetime. 
A wart"economy is. of necessity a plan~ed, c ontrolled ~ and directed 
economy. 

&. The administration Of the controls for the direction,and 
coordination of the Nation's resources is the central and most 
difficult problem of economic mobilization. 

All right, Now, granting the substantial correctness ofwhat 
I have said, for the time being--you may takeissue withit in the ~ 
question period--just • what is the significance of these develop ~ 
ments in the economics of war f0rthe military professLon? - This 
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war, as in the 

tions between all 
%het~e~ml~T~rs-of-any t e a m .  Inyarfare tod~y there are three major 
memb@rs 0~ the: national team: the mii±tary members--the ~my, Navy, 
and Ai~ F6rce; ~,~he productien division~ which includes all the resources 
of the civilianleconomy:] and the governmenta ! or administratlve di.vz, slon. 
Close and effective coordination of ~the activities of these three teams 
reqh~res/~a~ ~each O~e have d certain famil£a~Y- and a Certain~und.er- 
standing of ti~e missions ~and!duties of the oth~r members ,Of : the" team, 
and O f't~e conditions, pfobiems, and difficulties/which etaC5 of % ihe " " 
oth&r members Of the team faces in wartime. This; of c0Urse, applies 
to ai.l three, members Of the ~eam% the a~)d tnel 
one miii~ary/member:; bu~ i~e~e we are wl~n ~ne 
m i l i t a r y  bran¢ih o f  ;0h@ te  amj~ ; i ~. : . • 

I t  i S  ~ e o e s s a r y  f O r - o £ f i c e r s  i n  t h e  h i g h e r , e C h ,  e l o ~ s . : o f  command- 
$~ ~.~.~;~ ~ : ~,~a,~%~t, and~fi.~; ~,i£ :., t he ., c h a r a c t e r l  ~ c ~ n d ~ t ¢ o n s  .~nd p r o b l e m  
~ .+~v~ w ~ , , t ~  ~ * * T ~ . - N , : ~ - : :  ~ ~ . . . . .  , , . ,  ~ ' ; " - " "  • " ' " " d " of edon~mic, m6bilizatTon~):beoause mx~ta,ry stra-tegy must b~ geare 
closeiy ~ t ~-.ec6n~om 4" c st rat! ~' a.nd .military ~@quirements must be -re lated 
Close~ly .te p'riod~id'Zive ' eapa:ci:tY ~.and to the ,~eq~i:rements of the civilian 
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economy, How big a war we can fight andat what level of:intensity 
depend on how much of a strain the civilian/economy can stand and 
for how long, For:the Services to ask toolittle is to prolong the 
war, add~greatly to iZs cost,~and endanger the outcome. There is~an 
equal~dangerof.risking.aqbreakdown of."th~!ieoonomy~by insisting on 
too much. So straiegic plans must be kept within the limits not 
onlxof product io~hfeasibility, but0fe~con6mic feasibility. 

This ~is one major reason for the need. Of. understanding of the 
problems of economlc mobll~zatlon on the par~t of the military 
division of the team. There is a seconds a more direct and com- 
pelling reason why %he Services should be in close touch with the 
broad problems and clonditions of economic mobilization. In this 
country, unlike in some other countries~ the Services themselves 
perform certain key economic functions. They have the primary 
responsibility in one of the most critical phases of economic mobiliza- 
tion, the procurement phase. They design add they develop materiel; 
and they place contracts for this materiel and for all kinds of military 
supplies and equipment. Moreover,~in various ways they supervise and 
control production under these contracts. 

Let us~see briefly what thi~ means, In 1939 munitions accounted 
for only onepercent of all finished manufactures produced in the 
United States. By the close of 1944, on the other hand, some 60 percent 
of ~he manufacturers output in value went to the Armed Servlces. 
Of the totai output of the prewar metal-working industries almost 80 
percent We~t to the Armed Services I.~ i The t0tal war~ outlays, of which 
munitions made up much the ~larger partial ~rose from about 2.5"billi0n 
dollars in i19~40 to 54 billion dolla:rs in 19~4.1. ., [ .  . 

NOW, jus$ how much is 54 b illi0nldoiiars?i Try'tb. ~visualize it' 
Let me give you a couple of examples. The total assets in 1935--I 
refer to 1935. because the data are ayailable for that year--of the 
30 largest corporations in the United States came to 52-!/3 billion 
d0ilars. ~These 30 largest Cqrporations included such industrial Land 
financial giants as A. T. & T., U. S. Steel, the PennsYlvania and 
New York Central Railroads, the Chase ~ational Bank, the National 
City Bank, General motors, and so on doQ~n the line. Take another 
standard of comparison. The total expenditures of the relief and 
work programs of Zhe Federal Government, which seemed so tremendous 
to us back in the l@30's, from 1933 to 1938, inclusivei came to only 
25 billion dollars, less than half our war outlays in 1944. 

Of the 54 billion dollars that we spent in 1944, the Armed Services 
spent about three-fourths. Suchenormous purchasing power, concentrated 
in the hands of a single great agency, theNational Military E~tablish - 
ment, is literally dynamite, economic dynamite, in its potential effects 
upon the working of our economic system. Unless it is handled ~ith the 
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. . . .  ~ . . . . .  ~ . . .  ~ ~ . ~  

":. QUESTiDN: Dr. Hun ter,,since a war econom~JiS a planned and controlled 
e c.en0my, would'it bs. desir.able t~,.have the controls ~ahd direc~ions~ ~ / 

. •established by L~w[in peacetime to avoid disruption by shifting,t.o~ 
" ec0nomic mobilizatfon when: a war c0mes?: .couidn't we have th~se con- 
trols establishedin pescetimeF 

DR, HUNTER: That problemLcan be considered either asia theoret- 
ical problem, to which We might give one answer, or a practical problem, 
to which we would give a different kind of answer. Under Our @ys~emef 
government, we canhave in-peacetimeonlywhat Zhe public is willing 
to accept. ~e cannot work it<out Simply in terms of what is theo~et- 
icalIy and logically desirable, thatis~ ~ what[~would bedesirable if 
there w~s nO need/to obtain~ipublic acceptance, i think that that, 
basic~lly'Jis the answer. We can h~ve only what the American pub!ic 
wants: in peacetime, and the American public'sactions will depend 
primarily on the sense of urgency 'to whzchLthe" international Situation 
gives rise. • " • 

QUESTION::Yon~spoke ~ rather early, sir, of the Dentro~led Materials 
Plan in.the last war. That is somethingwith~whiC~, I .confeSs, i:and>. 
probably others are unfamiliar. Canyou touch a little~on the detai~s 

. ,  o f . ~ t h ~ t  p i a h ?  " " 

" R. . ,t D ..HUNTER. I won ~anticipate the :P~oduc.tion Division of the 
Cotirse by getting into a discussi6n of the details of that plan. 
Bri~f!y~ it was a system by which scarce ~tems~of material-_steel, 
copper, and aluminum~were allocated to±ndustrial users inthe order 
of the essentiality of need for these di££er~nt matevEalso It was a 
highly Complex system for determining What thoso needs we~e and for 
allocating to tlie branches of indusory and the plants concerned the 
materials needed to do the: job~ The earlier methods Of distributing 
these :materiaiS proved very inadequate. :In C~IP we at last •found a 
~atisfactory way of dealing with What was in many ways our most 
critical~production problem. 

- . - , . .  

QUEStiON. DrY{ ~ HuntGr, Setting back to the first question, it 
Seems that basically the amount of-control that can be exercised 
depends upon the people, and the people, in turn,• have to be educated. 
Th~ Armed Forces took uponthemselves the job of educating the people 
as to.universal military training, and I believe Congress did not like 
t~at. ~]mt agency now is responsible for letting the~people knowwhat 
is needed.? . ... 

DR. HUNTER: What field are you speaking• of? . 

QUESTIONER: Economic control during peacetime. 

DR. HUNTER: The peacetime responsibilities for making plans and 
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', QUEST,ZON::. ~ Is ~there .any danger of deveioping"contrbls for controls" 

sake' in this~ problem? : , • .... -.: ... 
• -'. T , 

DR. HUNTER:" I suppose there is always a danger of the end becoming 
subordinated to the means, bec . . . . . . . . .  -"'~ "~ " --ience 

lled 
in tab- 
e , c  . . . . . .  -~.,, < j . . . . . .  

fish ~nd per;f~ct ,.the,.controls, y in 
Hoe 

peacetime, The people '.•in .such 
in,developing~, through..triai and. error.,.,the kind of controls, tna}, will 
work in their particular system." But j in a country S.uch ~s ours, we 
have had an experience, all told, of enl F six-years in ~,he operatien 
of this type of contro-~s; about two years, inthe First ~orld ~,~aran d 

four in the last war. 
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It isa tremendous problem. ~hat-c~ntfols are necessary, how 
they are to be set up, in wh&tways they Shali ~operate and how.lohg 
they ~Should be continued-Uali~"of thesevare:~ que stibns t o w~ich it ~-is ~ 
extremely dif£icult to give adequate answeT.s., There are usually~a 
variety~°f answers tha~can~be0£fered to anyproblem that comesup 
on~,~ d~y-by~day basis, Yet judging both bythe experience of the 
recent war and bythe strong public sentiment t~oda~,the•danger0f~i. ' 
having controls f0r the sake of'controls does nob Seem a •real 0he° ~ • 
Even • government administrators~ themuCh maligned bnreauc~ratsj-who 
might seem t0desire controls for th e power they would give them, 
emphasize the importance of keeping controls few in number and simple 
in charac~er,~ if they are to be workable-. . . 

QUESTION: You have spoken 0fthe Res0urces Boardand the i~uniti0ns 
Board determining the controls for items needed by the Armed Forces. 
~ho would determine, for. instance , whether beer or alcohol Sheuidbe 
produced ~nd in what quantity~ I don"t/b~lieve the agencies mentioned 
would determine that. And. Ibelieve dia~ers were an important Shortage 
in the last war. ~ho would, determine whether cotton should go, into 
diapers or into something:else? 

DR. HUNTER: We don'-b know, of course~.what the setup will bein 
the next natignalemergency . Inthe !astlWar,•-abbflt a month after ~ " 
Pearl Harbor,the ~mr Productlon Board Was set. uptO - take.over the 
functions of the ~ precedins producti0n agencies. I~became the~key 
aoency for the al.locatzon o£ materzals,:equlpment and the llke~j and 
it was through 't~e priority system t~at i.t wasdecided~hat i.ndustries 
should ~et how much of W~iat.*: As 5etween alcohol a~d beer.atl.one ~eri'od, 

the. issuelboiled down, if I. recall correctly, t0' the question ofthe 
allocation oftires for :beer trucks and•of materials fo~ the replace- 
merit of essential equipment in t~e breweries and distiIleries. 

QUESTION: Do you mean t.hat by controlling the basic materials 
they would control the .o.utpu~ of the civilian.product? " 

DR. HU~ER: Yes. That is the principal~way in w~ich our cohtrol 
systemo0Perated in re speci to pr0duc~ion.i~.The%e ' are other'ways as 
well, but the'control-o~ mat~riais'-by •denying materials, by gi@ing 
mater.ials, and by limiting the amount of materiai~-&s""o~e, of:the key 
methods by ~which we control!@ d productiohduring the War.. • ...... 

QUESTION: Isn'tltherea~danger:of misinterpreting~figures Such 
as were used in~comparing our expenditures in .1935and then,in l@A4j 
because~of the fact that, as a result of having t0 do ~hings in the 
rush of an emergency, the cost is a greatdea~ more than it WoUld 
be if we did them in.proper fashionY For example% if you are driving 
a carand have a tire that should be replaced, and if you go to a 
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T h e  train- • - 

"that ,~ ssary i skills, 
ing _ _  
the matter of allocating those skills as between the Armed •Forces and 
the civilian @8ofiomy, and the:distribntion of those skills through a 
system o£.manpower controls c0nstit0~e One of the most serious problems 

with~w, hich we have to d ea, l. 

QUESTION : -~ho handles tha~ -~ . 

'.e. th@" 
e giving. 

Sel }ave/mentiened : 
a 

how the iArmed ServiCes can use mos~ e'ilec~iv~ u~ ~ ~ .... within the 
Army~ the Navy~ and the Air .Force~ what~sh~r@ of speCi£iC types"of - 
skiils~ is,~to go to each one of these .brafiC~es~',andl. . . • ~:hat sh~re Ofl these 
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skills is to be. left in the'eiv lian ec n "for the conduct 0~ essential 
production. The Services~are studyihg~th e pr0ble~s. .Selective Service 
is. The ,J'@ational SecUrity Pc.sourceS Board ~is. studying.ithei'0ver-all. 
problems of manpower , civilian,s:and military.- ,! believe, alsa,:, that tHe/ ~ 
Department of~ Labor is. giving attenti.on to":them," "You Will find ~ ~when ~,.,.!, 
we get to the Manpower DiVision of thecourse, a g~at .~ deal".Of atten- .- 
t~on will he.given to .the various problems of the utilization ~ of iman-: ~... 
power and the controls .that ~re.~elieved t~o be",.essentiai to.obtain .t~4~. 
best utilizatio n of manpower:... , ~ ' - " ;. .. 

• ~" .i• ... • ;. . ..,. 

QUESTION: Do we have one. c.entra.1. ~gency..t.o...cont~oi t.Hat~ " " 

DR, HU.NTER: l~ell, let us 9ef~r to the recent &at., We:h~d doz.ens ~ .. :! ". 
of agencies...th~t;.:had their-finger in the manpowe r pie,~, and.-that:is ~n~ " 
of the ~eas.ons why .we h~d...difficulty in d~aling with ,the whole, manpow..er. 
r ~ ...... ' el where the adthorit,,y, was ce p oblem. ,~e did 'not have--one plac ntfali ed, 

Now~ of .course, 'the: q~es.ti~n is", What will . happen next ~£~me:: We c~n~t. 
be sure what will happen. It will depend on Whetkinds of war agencies ' 
are Set up. by CongTess and What authority is given ~0 ~hose war agencies, 

We, have the Armed Services studying ;these problems :W~'ith • •great care. 
Outside .~he i~ilitary Estab]!ishment we have: th~ ~ational ~ Lecurity Eesources 
Board, .which has.a ~.~npower Division that is deaiin~ specifical/y wit.h 
these problems and tryin~ to work out the best answer, on the basis.n0t ~ 
only of .-past experiefice,: butl on the basis Of pTeva.iiing trends and what 
we think the. s~tuation is going.t0 beat the ~ime of?~he emergency. 
But until Congress ac~s. ta establish a policy . ~and until- the specific 
• agencies are set up ~0 do the 3"0'.o,- we' can't say. ~hat the action' will 

QUESTI~:: ~ The ~rmed. Forces'have r eeogni~zed the. problem of/economic 
mobillza~i0~n, as iIih~strated :by the establisbJ~ent :~f thins CQilegeo 
Butwhat. •are. civilian educational institutiQns doing 'to prQvid@%h~s 
same.:.training to the civilian,tear~ in the. cOun~ry? % ........ 

DR. HUNTER: On the whole, very little"is .'b'~ing done... During 
the war period, considerable interest was Sho~ in the ,pr0blems of 
economic mobilization and the problems/of wha% .the economists called 

...... a war economy or the economics of war..~ Courses were introduce~ ;in 
' • the. field ef economics of w~r in many civilian universi~ties. ~Since 

the war, most of those courses have been dropped. Only a very.::few 
places are doing anything actively, The Grad-u ate .School "of Business 
Administration of Harvard Uni-ver;sityis outstanding ,in.',this respect, 
and it may :be that there are a number of O%her ~usiness schools and 
other institution s where some attention is"beinggiveh to the matter. 
But this is no% so. to any grea~ .... extent-. . . 
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" e importance 
Since 

we hope that, 

........... II establish economlc moolzl~u~u,~ ~v~rses in their 
throughout the country. At present, however, there 

are very :fe w~that have courses on this subject. 

If there are any further: questionS, Dr. Hunter will remain here 

to answer them. Thank you, Dr. Hunter. 

(2 ~aroh !949--750)S/ruing 
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