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Let us start ~wit'1~ ~ c:ie~a~in fundamenta~l fact.sV ~.Th~ p~rpose of any 
economic system is to supply its people w . . . . . . . . . . .  • itn the necess~tles of~,llv- 
ing: food, Clothing, shelter, .and all the rest, Standards of living . 
vary with the economic system, They vary with the age. .But-whatever 
the system and whatever the a~ge, there is a certain b~re minimum Of 
goods essential to keep the civilian population going, 
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" " "~ .... t " Some econo~ic s~ster~!s a'~-e so z.nezfzc~len'c.%h~ a g~eat proport&on 
of ~0he i)opu!atio~a, lives close to the po.ve~ty~lin.e nearly at all times. 
~:~ny ,natural catastrqphe, suc~. as a serious crop ~failure. can drive many 
of them below that poverty line inta ~ star,arian. ±ha was t:rue of the 
pri]:]itive econo~,,_es of the i~iddZe Ages in .Eur, ope. I~tis also true of the 
present-day'peasant econcmies in many parts of the world, especially in 
the i'~ar East. Such economies can_not produce much of a surplus beyond 

a -L • 

the ~.~z~ediate bedrocl z necessities of tl~e p opul ~on. ...... 

i Tow, the conduct of ~arfare, on heine vet ~orimi~ive or hoWe~[er advanced ..~ 
a o~s.,.s, depends on the supply of miiitaok goods. ~ Warfaze?r.equires~ 
fz~so of all, rear, aware,-ma~qpo~ver to &ight and manpower to servia those~ who 
fight. Th.ese men must be equipped. They must be suppl~ed ',~%.. ~-k~ 
_~e,~,~ ~_oth~ng, weapons, food~ shelter, medical attention, and trans- 
portation. They have to be p aid~ in plunder if not in cash. There 
must be some provision for their families; even if it is only the pro-" 
vision that cor~es from charity or the help of theZr neighbors and 
relatives. All these economic goods for civilians and for the mild@cry 
must come from Flour ~#stem of prod~.cbion. They are the product of your 

e cOP_Ol~,-!~, .. . - , 

~ ,  people~ of an~T nation, It follows, ,therefore,. that %he abili%.ylof ~ 
to wage war depends on ~he abil&ty of :its economy, to.produce a. surp~lus, ' 
that is, a Surplus beyond the bedrockreq%irements ofits civi:l.ian 
population. Of course, to some extent you can-cut into these bedrock 
requirements of the civilians througl{ exProp.~:iation or.hea~T..taXatidn 
of propert_y; You can drive people ~elow.the subsistence level,. You 
can drive them ~uto a condition of maD~qutrit~bn or starvatzon by ~ne 
n.e%~oas, f.or instance, used in the. Chinese CivilT~ar. But to tb.e: :extent 
float you drive yo.ur civilian population below.the bedrock requirements! ._. 
level, to that extent. . you.are .lo~vering your econo~]ic capacity and• %hereby 
~e~..~.~.en~ns your military potential*. You are reducing the caoacity of 
you~ .... "~ ~ popul~£on for either military or.productive purposes. 

In general~ the Scale • and the intensity of any military.program 
are limited by the size of the surplus s~hich the econo~j ~ is capable 
af plroducing, ~Otice that I scot "lS/uited by the size of the surpZus~" 
The more fact that you have a surplus does not necessarily mean that. 
you t~ill be able to appropriate ~it and apply it to ~uilibaDr pu~oses~ 

~ You must have, general,]~/ ~pOaki.ng~ t~7o thin~;s in addition to this - ~ 
surplus. You must have thegover~~entai autho:~&t# plus the a.dminiStratiV'e .' 
mac~inery to appropriate .and collect that surplus, Than you must.-have . " : 

the transpo~'tation:.facilities to gather the surp]:as and ~ake it avaiTable 

- ,4 "~cre  it is needed. ' 
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ve~/ crude and very inefficient; Dearly every farmer did many things 
besides farm. 7 ~ e  had to supply most , o f  his. necessities other than 
food--Clothing, textiles, home and-farm equipment, tools, and se on. ~ 
He was.a jack of all trades, not simply a farmer. He produced chiefly 
for his own use and~very little for market. ~ 

. . ;~ .'"... , 

Agri:cultnral Surpluses were neces~sarily small unde~ these bonditions. 
M~nufacturingin t~is periodi~as also not very" advanced. From Our poiht 
of view it was. qui~e 'primitive. - , ,  ". ~ ,. -. 

There -were nofactorieS, no steam power,~ and no.machine preducti0n, 
In .fa~t, ~ there was ~ery little manufacturizg .at all, and that little 
was carried on in the home far' the use of members: of the .families. All 
that I have been.saying adds up simply to this : The. colonial economy ~ 
was se inefficient that only.a.very small surplus, was available ~or 
military purposes. Take men, Or: wha~ we now call manpower. The dif- 
ficulties of making a livelihood in farming were such as.to keep many 
men from joining the Army:~and, 0nc'e they joined the Army,, fr, om stayihg 
in it: "ver# ~long. " In mos.t fami~lies they cou-ldn,t well be .spared for 
• very long, especia].ly during the harvesting season. This situation 
was the ,principal. reason for ~ the .very ~ .short :terms .of enlistment--the 

. ~ , ~  averag~ enli~stment was.around, three: months--and)for t h e .  high turnover 
in the Army Which resulted,.. ~ -.. 

Take the matter of food. Actual scarcities of food were increased 
by the difficulties of land transport....Th~ snrp!uses~.were: small :a:nd 
they were distributed,verywidely over the cbdntrysi.de~ Roads at. t~e 
time were very poor. Unfortunately, the water 'lines .of communication 
alon~ the seacoast were controlled, by ~he British most of-,the time. '~ 
The roads were poor in good weather and'in bad weather they were"mere 
o.~ten than: net impassabIe, Again and *again our. armies were r,eduoed 
to half-; qua.rter~ and e~ghth rations:.f6r weeks and. even mont~bs.~t • 
a time,'~im-ply because the available .food stocks could not be moved 
where needed,- . : 

- The difficulties in supply• were not all of an ec0no~.~ic-character, " 
of course, ]~:iany of the diff~culties were due to the administrative 
weaknesses and the gene~l~ ~ inefficiency.~ of' the Gover~m.~nt under the ... 
Continental Con, gress, which was ,the central gov~rr~nent. ~uring ~nos.t 
of the war. The :Continental Congress ,had very little authority'. ~;~hat ~ 
av~:hori~.;y ithad it was "very reluctant to dele~:.ate t.o an~(one. For. .- ' 
the first year or so of .the War.the Continental Congress attempted ,to 
handle problei~s of supply directly through Spegial committees... . It 
set up a:committee f6r salt, a committee for, meat, a committee for 
clothing and so on. These tom,hitterS were given little authority 
to act. All they could do really:was to-look into the situation 
and report back to :the Congress,. Tou can imagine how things went'.: 
along under such a s~stez. Later on these committees were replaced " 

, .- , 
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pzinciple. And along with these Changes,.and in considerable part 
as a result of them, came the steadyshift from the small shops,.with 
handicraft production, to factories of increasing size. The beginnings 
of large-scale produCtion date from the generation before 1860. They 
were only the beginnings, but they were important. 

Now, the' sisnificance of these developments, which were concentrated 
especially in the quarter .century before thet-Civil ~ar, is rathsr ob~ous. 
They resulted ina mmrked inCreaSe in the~pzoductiveef£iciency of:the 
economy and i~the ecdnomic sdrplusavailable'.~gozwar purposes..: ~Th~ . . . .  

economic war potential .of this Nationwas greatlyenlarged. For example, 
our per capita wealth increasedabout five t~me.s. These devel0pments 
inturn:made possible the ConduCt of.military operations on a farlar~er 
scale, proportionately to the size of the population, thanin the Revolu- 
tion. Instead of having, armies measured in a few thousands of~roops, 
we have armies of tensof thousands, e.ve~ hundreds of thousands, in size, 
In the Civil ~arthe m~litary opgrati0ns"extended over a large pa~t of 
the eastern~half ofthecontinent. 

New, to train, clo~he,equip, and supply armies totalingmany 
hundreds~of tnousandswas a.tremendous task. The:logisticproblems 
involved were correspondingly great, and they were solved only asia 
result of the new means of transport--the railroad and the steamboat. 
Tne>Civil~ar was the firstmajor war:in which rail'transport was used. 
Those who!are familiar withthemili~'ary history o~ this war know kow : 
essential a role the railroads played, in establishing strategic • 
objectives, for exampl% and in makin6 it possible to move and supply 
larg~ armies. Sherman. stated that the movement of.his army from 
Ch~:~ttanooga t~ Atlanta would simply have been impossible .without the 
railroad that was at his disposal. He calculated the numb%r of wagons 
that wouldhave been required for theloperati0n~something like 
130,000 six-horse wagons. Tl~is was on the assumption that the roads ' 
were in.a.condition to handle the tremendous traffic involved," WhiCh 
t h e y  w e r e :  n o t .  ' . . . . . . .  -. 

~hiie,£or the Nation as a whole there was a greatly incr~ased • - 
war ,potential,. this. productive .capacitY was divided very. unequally.. . . 
between t~¢ two belligerentS. The ~orth was far~aheadr:.of the South : 
inp~pulation, we alhh, transportati0n.facilities, shipping facilities, 
foreign trade, and., above all, in.industrialization* Becaus.@of its- 
great..economi.c superiority, the ~4orth was able .~oraise and support 
its large, armies without great difficulty. In the first year of the 
war there was a great deal of contusion and :disorder in .getting organized 
to do the j~ob,. ~he Government at ~ashington was quite unprepared for- 
the war; buti. af~e.r that first year the equip~en~ .... andsupplying.., of the 
Union armies was.simplya la.r~e-scale prOcureme.n%.job, and it was 
:handled without.~anY"material.disturbance of :the norgal economic life 
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~.ne-re;:~ps, no, economic or eveh mndustrialmobiliz:a~ion ~in ~he nroner 

T!'ie conf~d~irao~ ±t:.."±s :. t:ruei!i :: ~Id have ~er~Sain :advantage's. Over, the~ [[' [ 

North:,,-' ~The.Con~deracy had ~h~ advantage Of inside lines. She had 

strong~"r: fnee,ntives.!~ 'tI~e::~-~":Bnd h~s%~ong~r w±il:tO' fl.ght,,[:-It is 

gene~ali~conc~d@d &i~'a:i2sh@."l~ad',=t~ ,ed'g e ~n m±-lit~,r~:.,le:adership, in • 
t~e.~r~a~s 0~ t~e~.~:~.r:a:~"l~'~:. '' .... : : ~ "~: :. ,- . 

.: h~ outcome, of the war., o~.. coUrse d~d. not,d - enS s' i" - • " • ~, .... ..: .... ~.,:. _. : . .... ~ . . . ep~ o el,~ on economic 
~ctor.s; but" to th~ 'e~n~ ~ia,t:~it ' did on " " ..... ' ..... ~ ~ , • . .-. - • .~.' . ~ . . e,. ~h~ng seems prett, clear. ' 
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had been invented; but the South was not able to make any use of it, 
and the NOrth made surprisingly little use of it. The diary of a 
Confederate veteran remarked that certain Unioncompanies were equipped 
with what he called.the S, un~ay rifles. ~'~Yod 1oaded'the~ on Sunday and 
they could.belfired all through.t~e~eek~"If themateriel of war had 
been more complicated, theindustrialNorth wouldhave hadthe South 

at even greater disadvahtage. 
i 'i ~ . 

Surprisingly ~ enough, the supply problems of the South were not 
prLmarilyin the field of munitions, a~ this term is narrowly defined. 
The military position of' the Com~ederacy Was neverseriously~threatene ~ 
by a lack of small arms, powder, and shot. Su.chneeds were me~ without 
too great difficulty by blockade running, by manufacturingl and by battle- 
_fi~-~s&ivage. It is surprising ~ to learn the~number of sm all arms which 
the South "procured" on the battlefield. Oneauthority estimated that 
frmmsome eight major b~ttles the Confederate armies collected some 
152~OO0 U. S. 1861-model rifled muskets. The Confederacy lacked adeqn ate 
supplies of a~tillery. It ~as definitely- handicapped in this respect as 

compare d with the North. 

The really serious problems of war ~pr0d~ction and supply in the South 
centered in such cormmonplace items as clothing, shoes, harness, and, 
especially, transportation equipmentsuchas railsj rolling stock, 
locomotives, andsteam vessels. Another e£ the most-serio~sLshortags~ 
inLthe Sbuth-,and a s~rprising one~washorsesfor cavalry and for wagon 
trains. ~edical~supplies were another serious headache for supply 
officials. The shorta~ge of saltwas perhaps in many respects one of the 
most serious economic'shortages, since meat packing and preservation 
depended upon and required huge quantities of this article. 

• ~ " a The Confederacy found ~tse~f ~n stiuation which really called 
for an economy directed and controlled by the central go vernment- To 
overcome the limitations of the economy a mobilization of the basic 
resources of the South was essential. Unfortunately, there were 
numerous and serious obstacles to such a mobilization, For one thing 
there was no experience in this country, or elsewhere for that matter, 
to provide guidancD in doing this klnd~f job. f~lsb.~he Cpnfodcracy not only 
did not have the strong centralized administration required for the 
mobilization, out most southern leaders Were opposed on principle to 
having a strong central government.~ After all, the S~uth ~as fighting 
for the cause of States" rights. You may recall the continual squabbling 
that went on between the central Confederate Government and the states 
which persistedin the assertion of taeir sacred rights. But in spite 
of these limitations, in spite of the difficulties, the Cgnfederate the 
Government did tak~ measures to mobilize ~ts economic resources ~or 
war. This was done, however, under the pressure of urgent n~cessity. 
It was not a matter of conscious planning. It was not a matter of 
deliberate consideration~of al~l the factors involved. 
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- TbL~so measures. ~ taken colloctlvol.¥, roprooont t~m .uog!nnmnss ok 
a centrally dircctcd..war economy. They covorod a wldo var!c.sy ~'Z 
actfvitiCs and ~ can bc iCntionCd only briofiy her6. " They included 
+.b~ ~<~tablish~ncnt and operation by the Govc~rment 6fPlants for the 
• n~n~cturo ..of..many: p rgducts~wo~ e cially c !ot.hing ~ si~oc S,. m, ml!- 
arns 0,nd ~arti,ller~, :. t'ranSppr,'~ati0n..0quipm.o~ t, PO~c.r~ anc t sa~, 

' : " " "~ ~ .~-- " -.~ ' c c o r , . t a i ~ n  c o n t r o l s  o v e r  ~ inoludca ~l~.o thc-est~b~sl~uont, f - , . . . . .  T h o j  ~ . ., . . . . . . . . . . . .  
,~J,~×~--~,~ ~+,n.~aTs-=crudo and ~orfoct controls it ~s qu~to ' 

• ~ . . . . .  " : , t r c l s  o o r a t i n  ~ i r o c t l ~ '  ~ h r o u g h  t n c  r a z ~  t r u e ,  b u ~ - t h e y  w e r e  c o n  , , , - , . p  , g . .  , . .2-  , . ~ !  , 

.and° ~htr ou ~h "p r~ori% ~cs .with re ~ ue~ .... to. transo, ~rt,, . . . .  They , 
~,,~ '.. : . . i~. ..... %tati~ of a re. ' .crude !:ind. A coroa~n contr~is over r~! transpoz ,..., . r y .  . :  ~.< 

few cr%de measures Of prlco .control ware ad(,ptod. Foreign tra~o 
• • ~ - " ,- ÷ " o '~ on- a,_~od not was sub'jCct to, close rogulat:~on, : .~ho Govcrm.,on~ ,its If . g o 

onl~ :ih f6reign trade~ "but ~ also in: do~,::o:stic trade. ~h0y oven. engaged 
~n" ~ t r a d o :  " " . w i ~ h "  , t h e . ~ o r t ~  ~.~, . d e s p i t e . ,  " ~ s " i l t e g a I ,  ~ ' .  ' " ' ,  , . c ~ m r a c t c r ' ,  . .  ~- O o r b a i n  ' 

s~ppli~S woro needed:so, badly<and.: spocu~t0rs in-the l.~ort!}.wor.e so . 
anx, iodS"~o' got .cot%on.suppiieS. 'tlmt :a.:kind of blockade r~nZu~ across 
tl~O boraor developed ~ :~i~ich':th.o:,Co~0dorate ~ovorr~3cnt partic~a~od. 
There. ~,erc restr~ct&ons also on ,tobacco and cotton plaut".ng, 

" . " ~ , " . . . .  " ' . , - -  ' , -  ~ ~ t h e  r e c o r d  " • n th~ ~s.tl~a:t ,the Confudorac~ tr~¢l, to d~, .... In terms of t o n~ ...... ...... . . , , , , 
-is an;-~ r0ssi.v.o 6nd, But md8~ ~Of tho/)m0asnros montloncd hero ham on±y 
a vo~j>i~itcd success, 'Yhd.f.umbling, gro[Sing.effor~s to, ncbili~o 
rcs~urcoS failed and it. tl~o end %h6 acon0r.~ airiest Zitorally broke devrn. 
The South' lost ~h.c war, not o.n the battlefield,, but .on~ the econom",c.~ , 

and ad~.3~n~strat~vc ~.ronto. - . - 

.......... ~ ~ .~ the 3onfcdorac ~- The ,experience of the S0uth ~s ~ntorostl~ ooc~uso , .  .- . 

was ,  z n  some r 0 @ e c t s  a t  t ~ a s ~  c l o s e r  t o  t o t a l  t . t r  t n a n • t m y t ~ l n g  . _  
.r0ac.h0d in this count~, in,either the F~rst or ~ocona ~,or±a. ,~ar. ~or 

. . . . .  ~ " ~, ~ o ulation of milita - " : ~- tTalq the entire ~A~it~ male p p , . ry oxaz~ le, ~ubst~n y . . . . . . . .  . _.. 
ago- , : £  : n o t  ' o x o ~ : p ~ e d :  ~ -  ~oy. lawwis enr01!cd- . . . . . .  in :the Confederate Lrmy. ' ; ' h e y  

- got ti%c'dqui~alent, ofthrce years sorvioc from.some oT~er a nil.lion ' 
men out of a total white poouiation Of. onlyfive and ~a half ~=~iilion, 
which is something of a rccord. Tovard the qnd.~ some a t ~t. ~.~as. e~ ~n 
~ - ~ :  +~ ~ - ~  ~ .... -~  ~ +.ho~E~. So far ao o~v~llan.nardsh,~ps and • 
do riva~ions aro .concorno&j: there Vms.nothing in tho two #orld ,,~rs ~n 

u~l~uo ~,~'u.~u'~.J w w  ~ , ~  ~ . . '-~ ~ _ -~ -- , ___ . . . .  ___zz~nC O 
~4~~';] ,~+XA+~:,- ~ - ~  ~ . ~ - ~  eiv~n by military studunDs Dc znls expcr~u • 
' ~ /  ; ~ i ~ , ~  - h~ Ci~il ~:{ar have boc~ studied exhaustively ~n ~neum ~ilu u ~ . ~  _ m  _ O ~  t O ' . , . + "  . - , " 

. . . .  ~ '  ~ ~ ' "  ' , " ,  ' . . . .  " " .  a C  ' ' +,&a+;~dal and s t r a ~ o ~ i c h t  aspoC%s:~-',but:o,ho e x p e r i e n c e  o f  t h e  Confodo_r y -- 
i n  trK~ng ~0 nobilize its eoonom$C, ,resources for war h~s: boon largely 

• , " , .  ' ,- . . , . • . .  .. ~ : ~ ~ .  " . ' ~  

~gnored. The Io.ssons of ,:~h~s experience, SUCh. ao .~.noy ,toro~ h ve 

boon. neither understood nor appreciated. 
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In the 50 years between the collapse of the Confederacy and the 
outbreak of the First World War, a great deal happened in'this 
country andin the Western World generally. The population expanse8 
many times. ~Industrialization advanced rapidly. Large-scale organiza- 
tion and mass production became characteristic features of the indus- 
trial system, There were great advances in mechanization in nearly 
all branche~ of economic activity. New materi~Is, such as steeland 
rubber, ~ and~new sources of power, like the electric motorand the 
intern~lcombustion engine, ca~e into the picture. Entire new)indus- 
tries were Created--the electrical industries, the petroleum industry, 
the automotive industriesj and many others. 

The economic results of widespread industrialization:v~re~of 
course, very grea~ For example, t~e aggregate wealth of the United 
States increased from about 16 billion dollars in 1860 to some 320 
billion dollars in 1922~ or 192 billionat:the 1860 price level, a 
twelvef~ldincreas~, Theincrease in per capita wealth in.this 
60-year period was'nearlY fourfold. There were tremendous increases 
in productiVe capacity and efficiency~ ~nese resulted in even greater 
increases in economic war potential, beca~se although the standard 
Of living of the people--the living requirements of the civilian 
population--did rise, this increaSe was not nearly so great as the 
increase in productive capacity. 

Not only was there a tremend0usincrease in the economic war 
potential, but tne new industr'ialtechniques, materials~ and machinery 
made possible new types of weapons and other war materielwhich 
radically altered the wh01emilitary scene. The new weapons and materiel 
provided t~le basis for anew kind of ~ warfare. The key to this=n~w warfare 
is found in the mechanization of combat on ~ the one hand, which was quite 
new, and in the industrialization of supply, ~hich: was not so novel. 
An important beginning has been made in the industrialization of supply 
so far as this countrywas Qoncerned during the Civil ~ar. Bu~ in the 
Civil War the combat was carried on mainly as a hand operation and 
~ithhand weapons. At the time of the outbreak of the First Norld ~ar, 
however, combat itself ~ad become m~chanized to an important degree 
in consequence of the development and introduction of important new 
weapons~the breech-loading rifle and the metallic cartridge, the automatic 
and s~miautomatic rifle, the machine gun, the breech-loadingjrapid-fire 
field gun, and similar advancesin the mechanization of naval weapons. 
Combat, of course, ~as further mechanized by the introduction of the 
airplane and the tank, bot~ made pessibl~ ~ by the internal combustion 
engine. The motor truck in turn made poSsible further mechanization 
in transport and supply. 

1914 the ground had been prepared for the conduct of warfare 
on a scale and with an intensity that were completely without precedent. 
Huge conscript armies of hundreds of thousands, even millions, of men 
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The decision to send t9 France a huge expeditionary force increased 
tremendously the size~of tl]e~productien job~ Theprovisionof ~he 
shipping to get: theArmy over th~re~ anarmy Which-reachedsomething 
over two million men eventually', andto'supply this expeditionary fOrCe 
when it got there was in many respects the most difficult part of our 
war production effort..Fortunately, our industrial mobilization had 
actually begun to g~t under ~ay:ibefore we entered the w~r, though it 
had not progressed.very far'-a result of the increasing flow of Allied 
munitions orders during 1915 and 19i6..,Yet only a fraction of American 
industrywas producing munitions at the time'we entered thewar. The 
main job of~convertingindustrialfacilities to.war production was still 
ahead of us. It was not only a difficult process, but it was an. extremely 
slow process. On major items of military equipment it required anywhere 
from'12-to 18 months to get~into~nass production. 

In all this:, of Course, wewere not taken completely by surprise. 
The military had followed closely the developmentS in:the European war 
from the very beginning., Itisworth-notingthat a comprehensive 
General. Staff report in.~912 on our '" " - ~ o~ ~ " ~l~llt~ry.~st=bl~shment made Only 
the barest reference/to the problems of~ procurement and supply, chiefly 
in two small footnotes. However, another G~neralStaff report, made 
in the. spring of 1915~called attentio~ totne new military situation. 
It said: "Of all the features:disclosed~b~thewar in Europe, none stands 
more c'learly revealed than the power to be derived from national organ~ 
ization:behind the armed for.cos." Thereport further urged that steps 
be taken "looking to a national organization of our economic and indus- 
trial resources as well as our resources.infighting men." 

It is one thing ~o recognize a, situation and quite a different 
thing to get somethingdoneabout it. But as the war advanced, the 
Army and Navy took a number of,s~epS looking toward industrial pre- 
paredness.They set up a number of commissions and boards to look 
into various military production problems and a number 0fuseful 
studies of our productive resources, and of production problems con- 
nected with critical munitions~ items~ .~ere made. In the fall of 1915 
the General Staff issued a report calling for a variety of measures 
inpreparation for a ,possible ~ industrial mobilization in the United 
States. Yet, measured by the standards of what had to be done, really 
very little was accomplished;thepreliminarysteps taken did not add 
up to a great deal. 

~henwe-actua!ly entered th~ war, both the military and some civilians 
had some idea o£ th~ nature: and size ofthe job to be done, but we were 
almost completely lackin@ in plans for doing it. Clarkson inhis book 
"Industrial MobilizaZion in the First ~orld ~ar" points out that the 
military had no plans for equipping a larce-scal~ army; and that the 
Nat£onal Defense Advisory Commission,ofwhich he was Secretary, had 
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This was followedin Juiy 1917, .three .mont~hs .afterwe got into ;:~ 
the war, with :what"became ou~ .key warlproduction"agency, the ;'~r~ ': 
industries Board," It .carried 0n for a time :in pretty muc~,~.~r~e same ~ 
fashion as the old Advisory ~C6mmissiOn~ it was~not, in fact, until ' 
~arch 1918, after we had been some ll months in the war, ~- that the 
%~ar Industries Board was given real authority through priority and 
other powers grahted by the Overman~Act. 

Under Bernard Baruch the ~ar Industries Board became a kind of 
industrial general staff for directing the efforts on the economic 
front. It was "built up into a large organization. Funotidnal ~divi ~ 
si0ns Were established to deal with requirement. s~' faci iit~i~s, ~ahd 
inventories, priorities and price fixing. ~Then a wiae variety of 
commodity sections were'set UP. ~ The main attenti6n 0f;6he Board was 
~ven to the conversion and expansion of .facilities, .t6 tNe opening 
up of new Sources of raw ma~eriais, ~ ~to the effective 'idis~'~bu~i°n 
of materials to the points Where needed, to the conservation of' 
scarce materials and labor, and to price control. 

"~hi.le the ~ar Industries Board;was the most important !;~of the war 
agencies, it was only one of a score or m0re~ of them~such as a 
Food Administration, a Fuel Administration, a Pi~ilroad' Administration, 
and a Shipping Board. There were still other. .agencies. . set Up~ ~t°.~ d4~l 
with labor, communications, foreign trade, and so on. 

In all this we moved very slowly. ~e had be]on ~ at ~#ar: fully a 
year before .our organization for economic mobiIizat~on was even 
reasonably Well advanced. There was stron~ r.esistance ~hroug bout 
to the controls essential for effective mobilization. For example, 
take the automobile industry. This was the real problem child in 
"the First World ~ar. It was something of a problem Child.t6o, as 
you may recall, in the defense effort of 19&0 and 19A1. The auto- 
mobile industry succeeded in opposing all efforts of the ~J~ar Indus.- 
tries Board to restrict auto production untilthe spring of 1918. 
%~-e had been in the war a Fear before it got an~/~here. Then the 
industry finally agreed that it Would gradually out down production 
to ab'0ut' ~0 percent, finally stopping production entirely by tie 
end Of 1918. Even then, one of the automobile manufacturers was 
relucZant to go along with this program. He was finally brought to 
see t~e light by the threat of commandeering his whole fuelsUpply, 
and of denying him the. use of railroad cars. "Thisbrought him into 
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V~e did not introduce labor controls or wage controls, There was no 
direct control over production. 

nS 

o£ course, as yo go 
~e did win the war; 
respects a great achievement. ~ith only a moderate head start from 
Allied ordezs we built up a zwar productionsystem of tremendous 
c~2acity. ~esupplied our allies with great quantities of food, raw 
materials, andvarious manufactured materials. ~e recruited~ equipped, 
and transported to France somethingover two million troops. ~e moved 
from an economy withoutcontrols tc one which was in many respects 
high!yregimented. 

But agai: be placed certain short- 
comings, Th direction and controls 
until the wa: rogram was bogging down 
in confusion and failure resulted in ~reat delays and great losses 
ofmanpower and matsrials.~Another serious weakness was the failure 
to restrict sharply nonessential production in order to force con- 
version to war production. Thenthere were mistakes and delays ~n 
~ne determination of mili%ary requirements. There were~mistskes 
in setting production goals tQo high. The result was that a dis- 
proportionate share o£ labor, facilit£es, and materials wasabsorbed 
in tooling up for production, Nhen the war came to an end, our war 
production was just getting into highgear and was just ~gt~ing to 
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turn outthe stuff in quantity. Inmaj0 r items of materiel (airplanes,- 
shells, artillery) our expeditionary force was supplied chiefly by our 
allies. Finallyj the government agencies and ~snr~_ie~n gave little or 

:' almost nGtNoughtto:the pzob:lems0f.industrial demobilization and re- 
conversion: so We completed thewar in just about the s~ne confusion 

.... as we beganit. 

in thepast'fifty minutes I have gene 0~@r"a lot.of ground. 
'~hat does it all add up to? ,Well, we c~m@,back to a~point .that I 
started with. The kind'of awar and the size O~ awar thatyou can 
fight depend on the kind'of economyyouhave. They depend.On the 
amount and the kind. of goodsyou .can-produce and at what.speed. They 
d@pend on the amountof your Pr0ducti-vere~sources that Can be d~verted 
from civilian ~Owar prcduction/.i n other.words, on the size of your 
economic war •potential, ~ 

Throughout our hi~tory we have seena steady and accelerating 
"~ growth in our.economic '~ar.potential~ ?~'.h~ve "aeon. a:mu chsl~cr~r°wth 

in Our awarenessof our:grOwing capacity towagewar, and-a very 
retarded recognition of the fact'that a war economy is essentially 
a planned and controlled economy.,. :~S have been very reluctant to 
ab~ndon, even temporarily in Wart.'ime,:our freedom,for the.sake of 
security. And that, of course, was the dilemmain which our democracy 
con%ina~d to find itself during the per:od betwe:nthetwo. ~orld ~ars. 

In. the next lectureColonelNeis will ta~e up the"story.from 
this pgint. " " . . . .  
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