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d faculty and has a broad 
bac C olonel McCu~loc~,.: .... : .-: 
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+M CULLOCH. Thanm ou Colonel Hornor. • General Vanamau an • C O L O N E L :  c , , ~ F , . . . . . . . .  . . . . . .  • 

gentlemen: ~ i ~ve observe~, in thet'~o'+years • I  +have, been+he~e,: • that m~st + 

of the lecturers approaching the platform, in order to ~mpreSS the~: ,! :u-: ~ 

answer the questions. " + + '  

First, what is it? 

ts, sa~{, 
n which ~o 
s,.  ( i ) . . . .  

fly . . . . . . .  

wnas the 
iethod to., 
~t to 

The case method of instruction is nothing but an 

instructor and expla~ the case to one another. 
of real experiences. - 

+It+ " i s merely + a Sharing! " " : , ~  

+ +  

+ , 

+.  

law, Philosophy, and medicine. In recent years it has beet ueed ,to teach 
7~ law~ medicine, and social science; and more recently, bmsiness a~ni~ k + 

tration. 
. . -  + +.  . ~  " / . .+ + :;~. 

+That isthe theory behind the method?' The"t'heoryis that i% keeps, the it . 

student eng~ged in ~t~iking,' :writ+ing, ̀ original 5hinking+' 0rl othe~ produ+c" ~ " 

rive effort, Exponints bf this type Of teaching like to compare i~ wi.th: 
the lecture .method 0f instrucZidqj Of course, it! is perfeo+l~r possible • - 
to have a com~/Tete!y bri@!i&nt + lecture~ On the platform,+~an~ +.Still never ' ' 
be quite sur~ of just h ow~mu~h information.the is ~etting~bross ~he- " • 
fo0tlightsand,~to' the minds :0f ~is aud+:tors. It iS' somewhat like ihe 
situation that;+ar0se ̀when the bui]'ding of the Instituze of Advauh+d StUdy 

~ a--~ ~+ ~-+~-~'I~+~ "' ~-~ ~ ' ~ , ' : ~ - ~ , +  ~" 
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at Princeton was being considered.~ Dr..,Vannevar Bush was called in as 
one of the consultants. }Ie inqulred as to the purpose of the Institute 
of Advanced Study and was informe~ that it was to be a place where dis- 
tinguished students comld sit ,and t h~nk. "Gentlemen," he said, "my 
reaction is that I can understand perfectly how the responsible authori- 
ties can determine whether a distinguished scholar is sitt'.Ing or not." 
One other thing that the case ~method does is to provide:a check on the 
iw~n~vidual"student~b~g-"keep~g .him ~alking, thinking, .writing, or other, 

so. engagea in p~o~uctive effort. ,It gives 'the instructor an exact 
record of his performance at~ all times. 

Oan this method be used in teaching Economic Nobilizat'ion? Possibly. 
It is being used most successfully %0 teachbusiness administration.. 
Y~en you consider the complexity of modern business~ y'o{1 see that the job 
of the .exeCutlve or the admi~is~rator has'ceased to be.a profession~ It 
has~ indeed, become an art. 

<. 

Let .us take the case of the average executive, LAs the business. 
exp&nds, the bos S be.c omes fur~hez and .~:Urthe~: removed from the, scene "of 
actual operations.. This Sives~ rise to a number of problems. First, he 
must keep himself, irif0rmed as to what is .goin.g on in the lower echelons~ 
Secondly, hemust keep himself informed as .to-the technique ofl.the - 
business in v~hich he is" engaged, and he must' keep ihis backgroufld" .fresh at 
all times~ ~ He must evaluate .his competitors. He must evaluate. i his 
customera: He must evaluate'and consider the possible "moves of labor : 
unions and other similar factors., 

There are several generally,accept~dl methods of solution that have .~ 
been adopted by executives of leading corporations~. For example~, a very .: 
careful selection of'immediate subordinates is one means. Another is the 
institution ~ of an inspection service that provides him witl~ a direct 
means of coztmunication to the very lowest echelons of. his busi~'~es:s, - A. ~ .. 
third is his individual or his business research, and I might add tlhat " 
much of this ,research is done 'through the medium ofthe daily newspaper 
and the trade magazine. Another mechanism of control is the developmen t 
of standardized procedures in all businesses: the:baiance sheet, the. 
profit and loss ~tatement~ pr0.duction and sales records~ inventory and/ " 

h purc use reports~, or~ onspecial problems, specialreports of.a standard- 
ized nature--staff studies. "- 

T h e r e  are .three important concepts that are usually employed: 
first, the standardization of items--the prepare~tion~ Of the voucher, form, 
the contract form~ and on down the lis~ to the indi.vid:~il" office me mo-~ 
r, andum form, so t.hat when a paper is picked up one knowa.i exactly the ~. 
type of paper it is and~the ideas that the writer, hopes to convey~ and ,~  

convey thi s information in a minimum of .time~ I might add, Seqondly, an 
important requirement ~f asuccessful executive is his abilit,}: to engage 
in independent research, to Use the tools of control that are at his 
command,, and, most important, : th4 ability to recognize&a,problem before 
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it a~ises~d .tOre of about 
eqnalimportance,., a et~od0f 
ve~ycareful~analys__, .............. ~ ..... 

Thereare .two ways in which 
-i~-,a~l o~theseccnce~ts~ .First~ 
stand~d~zed prooedu.re, Secondly 
requiring'as.olution"of'one, f6rm 
research, evaluating,and analyzingo 

in the student 
acc 0rding" t0. a. 
student and 

tr,~Jihin g~ in~ ' 

Can there be a formula.adopted for anything•as ,nebulous as •this? 
Yes, there can't'e, i There can be. in business, and there..hasl been inthe. 
~li~ar~y Services j Take the "Esti~2te of the Sit.uation n as taught .:.at '. 
L@~avenw~rthJ ':Tha~ ii s nothingbUt a Tormul~ in eV<qluation.. : What facltoZs 
must be considered in arriving at an intelligent decision? The formula 
for.analyzing c~ 
Rep6rtT~ri~ing~ 
w0~Id.suggest'tna~ you re~a ~. 

ati.on 

~ok. ~ as. "Suggesti..ons .on. 
avail:able in the I~ brarv..I 

e@alu 

both 
First, v~ite the f~,ctors down; secondly,ba~.anCe ~he f~cto.rs £prand.. 
againstany question that is up for C0nsideration; Zhirdly,, ew~luate .th~ 
factors~, fourthly% reach a .decision; fifthly, decide.how ~rou..mi~ht . 
implement that decision~ " " • " " " i . . 

On implementation, ther~ are two general"methods that • maybe " 
employed: first, the spoken word~ In the case method ofl ~re~entation, 
in my..~pinion) it is~sntiCipated that the s~ud~nt~get on their fee~"and 
recite~.-there is no better~practicei~ outring ideas"acr.0s~Q Some .... • 
tr~n.ing is provide~ in the Collage'at the' pres@nt.~i~e"bythe course on 
"PublicSpeaking~" .A Second:bud @yenmore imoortant method is the 
written rep0rt~ By imposing a requirement on'a person t~at he"evaluate 
a problem and present his c0nsiderations, his conclusions, and his recom- 
mendations accordin.gtosomestanda~dized f0rm~ybu give~training, in 

"With the 20 students who. take "War Finance-, " we &re goinlg~o attempt 
te demonstrate thecase method"o~ presentationat.aiater date..General 
McKinleyj the. former C0rmnemd~t of:the Industrial~C011ege.,. ~h6"is now.aS 
HarVard:.,University,.is~going tobring a professor'he~e.. We.haVea case 

know exactlyhow ~his sh0wwill~be put on, but theremainder of the 
students will sit behind.the center ringt This demonstration v~ll be 
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c o n d u c t e d ~ : n  o r d e r  t h a t  y o u  ~:L.ght  ge t '  some i d e a  A s  t o  ; h ~  t h i s .  , t h ing .  ~ ; ' : ' '  ":! 
o p e r a t e s  i n  ~ a e h s s r o o m . . - ~ e ~ o n d l ~ ; ,  ~y .  &~roup i s  g o i n g  t o . ~ b  some p r a c { i c e "  ' :  
i n  t h e  p r e s e n t a t i o n  of '  a w r ± t t e n  r e p o r t  on t h e  a t ' ~ .ona l  Z i ~ l i t a r y . . E s t ~ b -  N o . . . .  

l i s h a e n t  b u d g e t .  T h i r d l y ~  we a r e  g o i n g  t o  b~_~,ve, s t u d e n t  p r e s e n t a t i o n s  o/~ : .  
two chse.s: onea.dlscu~sion ~of the "N~.tional Debt," and the second a ' " 
discussion of the "National. ~ilit..9,ry ..Estibiishment .Bm~.get..!.t.., 

- • ,. . , 

The. question I .asked was,, ~[Can we utilize the case-method of instruc-: : 
tion to teach economic mobi!iz&tion?'! ' Of course we ca.n. It is utilized. 
most successfully to teach business, admfnist'r~tion, and, :after ~.!I~ the. ; " " :  
subjects we - s t u d y  at 'this. school ere nothing but the business administra- - 
tion of the Armed Services.. ~ " " • . 

I"shall n'dv~ g.o On to my second subject,.- "War Fin~a~ce:!! As:this is!i" 
bro, nd-ne~ co~%se. ~n the school,, for Purposes of intrbdudtien., I might run 
through t-he mental processes, that I have gone through ih considering this 
cdurse an~in~setting it. up. ..:.. : .. ~ . . . . . .  

There are two major ' " . . . .  :~ ~ : ' " "  " .considerations,. that ,have come,t~ mind:, first, 
the scope 6f ~hecourse. In se.tti[~g the..sc0pe of tile course, the first 
thing we have to do is define, ~bzAr ~inance.'! War fin"anc.e i.s. an ~ccepted 
term.. Everybody. talks ab out. v;.a=, finemoe,, c~d very few peop!e re&l!y., 
think 'about it,: Actually~ there is no shdh things' nnless Zou:refer to.. 
the frantic e£fort.s, of'the a¢,c.ount~S t0malntain.a~,~~+.~ ,~,,,~4<~ , ,  : : : : -  

. . . . .  • . . . . " . -  , '  , . • , '  • ~ : .  , . , ~ 4 ~  ~ .U . .A  j . Z I . ~  .~% . 

period o£ frenzied actlv~ty n~. ~... emergency, . : , .  . War.:£i~a.~ce..we~t. .out o~: .the 
picture along with the treasure chests maintained .by:klmg.,s,;in,:.~rder td." " 
pay~the mercenary soldiers or to remsom the royal .~de in.. the ,. event. . O£. ~ : 
capture. : ~e sub.Ject we have to .consider is, "Public Finaace;" in order 
to apprediate this Subject properly, we must consid@r all fs, cZo.rs that 
enter into the Treasury Department .statement" " " . " " 

. , . - :" , .: . ~.<. ... , , 

. . . .  i ...... " . .: ." . : 

T~at ::be~ig.,the...case, we have quite ~ a . b r d h d  scope. :But- will . . i t  .not 
step on the toe:s'"Of other subjects that a r e :  t.o, ught-in thisCollege? Ye~ 
I amafraid it will. TherefOre ' ~ ' " ~ ' ~ . . . .  ' ' "  ' " " : 

~ , ,  , e f~ . .o r t  "has ,  b e ' e n  m a d e £ t . o  r e s t r i c t ,  t h e  
scope so, As not. to..overlap other-c'ourses .in t~e 'schbbl,~.so,.£ar, ~s t h a t  " 
.c~n be done;. There will. be more.about that"later.:'. !~. 'i , 

As for specific ;approAches to %he subject,. ho~;.,iight ~e go. Af.t.er it? 
First,-w@ might consider it from the point" 'of. %i~v¢.'of. the f.inan.~fal 
organi~zation of the Fede?al .,Gove l~.m.ent, .. For example, ~hat isthe org.~_ni- 
zation an£ what .ere the.Primary ;f~unctidns of"the Treasury Dep:ertmen-t, the 
BureAu of the Budget~ " ~ -  ' ' ' the Feder~ Reserve,System, the General Accounting 
Office, the Export-ImportBank, the"Reconstruct.ion ,Fin~.qnce Corpora%i0n,. 
or the appropriations con~nittees of'Coflgress? The~e are.. m~ny exce!len~t 
books on this subject~ .andt0 some. extent, it is Covered in the, }£0biliza- 
tion section of'.the, course. Therefore, no time, .in the short period ~ that 
has been allotted-me, v~ill be "~ev~ed to the.question of org~mization, 

l[,~ <4~ I ~ ~,:? ;~J I ~i~ I~ ~ 



func% 

~gmke 
%h~: r, 

. . . , ,.- ,,j . . . 

functions 
investor 

. .  ' 

Exch~%ge Commission, 
sales of bonds, 

. . . . . .  . , . .  ' , ~  [ , ' .  . -  ~ , . . . .  

There is one thing, that is a matter of consuming interest~ at the: 
moment % and t~t 'iS"ithe reaction 0f ~ pr~: ~Ve~or~.;to: . dm~ie%ely 
con: This reaction 
has ~"c!ol].ars Worth 

~ne ~honths of 
~rankly, I don' t 
~r~icular 

-. of 
the 

mat: 

"- The thing that ~de Am~ 
~omen to deVote 't~eir time, 

on arising in which ; _ _ _  r 

private:cashinto American business. What doe 
don't'know; however~ihthe'coramitteewe wiil 
some length. • " 

• . . .  , '  "~ '  " " . . i  , ' ~ . : ' . ; ~ : . ' ~ ' .  " ~ ,  

A thi~d~Y in ~hiCh we might approach the subject of: fi~c~ iS:!by 
fiscal condition of the Nation, and%his~i~ :~" 
een a:tremendous rise in the public 

non.stands at 2 
risen to unpre~ y 
attempted to comparethose two items with total expenditures and total 
receipts ~of the'Federal Government. " ' " 

• , • ' . • . . . , " 

• You say~: "But'I'm a military man. ~qat~'dol. Care about the fiscal 
situation of the- Government?'" Well, we ha~ q~ite a'stake in it~. In 

43 billion dollars and 279 billion dollars, 
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Zt  seems t o  me t h a t + t h e s e  s t a t i s t i c s  s t a n d  as mute evid'e~G+e o f  t h e  
fact that war, at;."bes:t, ~s an expensive and a completely:~npr~du, c~ive~ " + 
type +of- endeavor. .I.n :su+pport of" th~+t + s.ta+ement + I invite]~6~ a+tention 
to the fact ±hat+.in].iess. tha~ t+he iast i0 Years we have ~ Up+'~.national 
debt Of over 2~0 biilion+ doilar:s ,;+ We ran" that up'+for' t~e ! purpose i+Of+ .. 
defeating a dictator who t~ea~enedl our s ecurity. '+ith:+t:he d b" .... " 
b o o k .  " ' ~ +  . . . .  . "  : ' ,  " . "  + ' . . . . .  . .  . . . .  • . e t o n  t h e  s, I thin.:+ mt ins.tea . . . .  + • . .... + . , - . . . .  
, _ _  . . . .  . .  + son, able to,.say t h + . t . . t h e  mnternatmonal smtuat~on 
has no+ apprecm~bly..-mmproved. .. + • : :. +. :.~ ..... 

• , . .  . 

As a matter Of " i ' i  + , 
fact, the only really imperialistic venturey under- 

taken by thel United Sta.te~ ~ that have-paid 0ff,lwere those that were 
spearheaded by.~inanQie~s and missionaries, I Submit the L0usiana ~" 
Purchase dr t~e purchage .of, .+Alas ka_.and iil bet somebod ~shed h 
h , + . .~ . '  . . . . .  ' . .  :~ . . , Y e " " 
a.dn. t sold that plec8 of:'.+'land+f-Or.m .the .invasion of Hawaii < by;the ~ss+ion. 

arles? ,~nere"is a- say.i:n~ in ,Hawai i :that the .missiqnari+es Clame to do? ~e + 
natives. g--o6d :and they:s~aysd and +did them Well+ " ..... ' '- +. " " .:...~.:: ..:.; : 

V~%at is-the •major. business of ~the Federal Gover~ent-iwhat has-.~t.: 
been and what is it now? ?~nat do Zou: thin~c of wlle~ you"'t~inki Of. the i ". 
emerai ~ov.ernmen~ and the mission + of +the Federal Government?- ++,[oat 

people ~ say~ ,wel+l~ the. emoio~ees. of ~i~:e F ~+;-+2~+ A ~ -~ .+ .-- • : ~..+, . . ,+ + . ~ . . . w  u . .u~-~  uovernmens, c a r r y .  ~ne. ' .mai l  
and t h e y  b u i l d ,  t h e  r.oa.ds, t h e y  :guar~ t h $  pub, l i c : l i e a l t h ;  t h e y  a s s i s t  .~" . ..... 
a g r i c u l t u r e ,  t h e y  s u p e r v i s e  ~ i n t e r s t a t e  a n d . f o r e i g n  commerce, . t h e z  : d e v e l b p  
and a d m i n i s t e  r w e i g h t s  .and s t . anda rds ,  t h e y  a s s " i s t  e d u c a t i o n ,  t h e y  e n ~  e " 
in river and harbor pr0~eets; and.+theV ̀ enfor&~ +.~ '  ~ [ ~ ; ' " ~  " ~ '- '~ g : 
t " ~ '; " " " '  ' : ~ .  " + . ,  . ~ v + + w  . . . .  . .  ' ,~l~O'IS n+o~ " " 

h e  .measure. o f  buszne,ss, o f  Our F e d e r a l  Governmen t .  "Th is '  l a s t  y e a r " 8 0  c e n t s  
o± every tax dollar that ~vas spent by..' the Federal GOvernment related gO 
either the direct er the- indirect costs of war. The major business of 
the Federal Government is.hationa~ defense.. "" " ..','- ..... 

Yesterday ~e ',had a seminar':with this .committee) we talked a-gbod :~ • 
deal about various ,things;. There waS[. only one [point on which we really 
completely agreed.-that, the Federal debt .should [be reduced:in years of 7 . 
greatest roe erit~. " I + • ~. " +, • • .... . P+ P Y, t creates a very de~Icate sltu . +. .. • . . . .  .: .. ...... art+on..+. The ~ay I 
can bes~ express zt is ~n the v~ords of the Hodorabie Styles :Bridges, who 
was Chairman of the Senate A.ppropriations Committee last year~ This is a 
statement he made in :a speech before the u~ s. Chamber of Con~me+rce in 
Washington: ;-. " + 

t'No one looks for a major depression in the near future, but on the 
other hand> a+-minor recession would not +be out of+ the question,+ Yet, we 
are skating on+ such thin ice economically tha+ even a slight: recession 
would throw our Go~ernm@n~ into deficit spending in !9h9. 

• • , • • . • , . + " . 

!'The Bureau of the ~dgit estimates at +the~present time:that our - • 
receipts +f0r 19h9 Will be l+2.h billio~ and .~ our: expbndi%uros Ii0.'2 billion 
dollars. This would leave a net surplus of, 2.2 billion, a smail margin 
for debt reduction and other contingencies. Safeguarding this surplus 

• 6 
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" • : , .  " " . ;  . ' " L ' - -  . , .  

• '" ."t :, 

• • r 

,.. ¢., 

A s I say~ gentlemen ," th is. iS. ,  a 
Theref:ore, I have.-prepared a case or. ,e ha~ 
been::dis%r~ba~ed: to~ the 20 members of the committee. If any of you would '~ 

" " , " of the committe.e/~il;i b.e. ~.qd 't~ ' c a r e  t o  see .  i t , .  i am ,sure au~ member; . . . .  . . . . .  . . . .  

show it .to 
t o  h a v e  . o n e ,  

a:s to ;a. pos~ 

-it 

f l  

~ .golng 

amO~t::of~?fear and trepidation.. There are two snbj ects,, relTgion and 
econdm!cS~,' that have caused mor.e, wars than anything else in history.< 

- : . - A s  f, 
in ec;oh.em 

rela%iVel 
recently, 

iEnoring, it. 

. . . . . .  <er-barrel 
it 

discussions 
.: and the.- city 
;e, considering 

"one ~overnmen~ aug ~ne eoonom&cs o~ ~ne ~overnmen~; one~r ~swers are 
perfectly good. 

l{x~i',,~r-~l .,~,I,d,,.,-I , I ,°li,/l 



I think one of the most refreshing.ohservations I have ever heard 
since I; have been '~ ass0Cihted ,witn~ this ins'titu~ion w~Js made by' ~x ' ~.~a~+ 
Herbert Hoover the othe9 day in addressing the National War College~ If 
you reoall / Mr.-Hoover .said,.: "In ord.er for America .to su.~v.e~ we must 

-' ]feep the cipitol, spoutin'g with de!bate. To my min d~. t~% imarks..~him as~ ~: 
r e a l l y  ~ g r e a t  mafli"i Conside~rable . i  ~ r e d i t l  s ~ o ~ d '  ,gq,~t6 ~ ~ Z  p°e r son .who  was 
f a c e d  w i t h t h e l  .d, i f f i c h i t i e s '  ~ .  .HOover f a c e d - i n .  199o,~'.193t.,: .and i 9 3 2  "" 

a ,uongress th~z c~sagreed ~ ' t h  ev~rzidea ~ he had:;." ~ho.-w:-:~enZ~.%~h~tlgh'"~he ''+"~' 
e m b a r r a s s m e n t  .of  b e i n ~ . a  I~m'educk: p r e s i d e n t ,  :w~.~iting . fo r . . : the  new.". ~n'e. to-. :  
c~me i n  s o  t h a t  t h e  l a t t e r  c o u l d  g~ a ' head  a n d  c ~ r y  b u t  h i s  i d e a s  wi th :  a 

: C o n g r e s s  t h a t  w e n t  a l o n g ;  . y e t ,  wh:o~ 15.. y e a ~ s  l a t e r , ,  c o u l d  s ~ n d  Up.~and 
.say,  " W h e t h e r  t h e y  a g r e e  ~ t b  me 'Or  d i s a ~ e e :  , ~ i t h m e , . :  .t~e, th :£ng  we m u s t  
d o ,  bec :ause  i t  ' iS .  t h e  t h i n g  t h a t  h a s . m a d e  t h f s  c o u n t r y . . ~ . , e a t ,  i s  . t o  k e e p  

" .o~  C a p i t o l  s p o u t i n g  w i t h  d e b a t e . .  ". ,. : : '  i::. ' . . ,  " :  : : . .  "/... ; : : 

The r e a s o n  I ' : . . . .  ' "  " • " ' . . . .  : m e n t z o n  t h e  . g e n e r a l .  t h e o ~ r  o f  e ~ o n O m i c s , i s  bha.t  t h i . s  ~ 
. c o m p l e x  we h a v e  g o t t e n  intO.  r . e . ce f i t l y , l o f  : ! i v i n g : , ~ i i r ~ u g h o n e  ~ r i Z . i c a !  . .-.- 
s i t u a t i o n  elter ~nother has ifi~olved us ifla type of economyin the 
United States that is c.ompl~tel-y foreign ..to our ideal..s..: .In time .of~war 
0~. i n  time of other emergenc~;, , our ,first. , . ~,~swer. is.%o..exercise .immediatel 
dert~.in economic 'c ontr01s, o~d.people ac~ep{ them g~icefully~ ::H~ever~ - y 
tthey reserve' the privilege., " the minute '~he v~,~m, is over,-to t'hrow off the 
con%rols . a n d - g e t . b ~ k  td f r e e  ~ ~,Z~__./~. . ;~:.U _ ... - .  ,.' ~ ' . . • .,~ • 
• . ~ • . .- . ~ . , .....: . . ~ 9 . ~ ' z . s e , .  :, ~.,%~nou~. ~g0ing. i n t o  t h e  : s u b  "e-ct 

• p . . . . .  o ~ n t ~ , l n  ~ I : r ee  e c o n b m y  i n  a W o r l d  i n - ~ h i c h " . i . t  . i s  n e c e s , s a r y  
one d a y  t~o e x e r c i s e  C o n t r o I s . a n d  t h e . , n e x t  ~ay  t , o : e p . e r a t e  wi th•  n o  : c o n t r o l s  
w h a t s o e v e r ? , ,  " • . " , : . . . . . . .  - - . 

As to the matter of controls, as I indica.ted, one of: the things I 
am .coneernedi ~th is kee.ping -out !. ofl. {he :0~hth f.'ei'i~ s ~'ns ~ruetional. 
b ~ i l ' i w i c k ; :  .: C 6 ~ t r o l s '  a r e  s t u d i e d  ~o: "some ex%,ent i n : o t h e r . ' c o u r s e s  i n  t h e  
s c h o o l : .  ±H ' , 'P rOc:urement ;  p r i c e "  a n d  . p r o f i t . :  ~ o n t r o i s ;  in :  .P r ' odu ,c t ion ,  . - .a t loch~ 
t i o n s  and-' p r i o r i t i e s ;  i n " ~ n g o w e ~ , :  w a g e s  : a n d  c o n s c r i p t i o n ~  s a d s o m e w h e r e  
i n  ' ~ . . . . . . . . . . . . . . . .  :.: . ,': . . . . . .  • . . . . . . . . . .  • . . . . .  - and  ~out the course:, certo~n conside " ~- • " .------ ...-~ . . ~ ~ . .., . • , rat!ons..rel~,%Ive to rat~un±n.~.~ .... .,. 
pOSSlO±y lorcee saving, ~nd iaybe t~x.policy, althouE~h i .  [~,JVe, not: run-[int0 
it asyet:&. :•T~ policy is one of the.majorelements of con.trQ!~ .~!t was 
the first thing we fought a war over..--taxation without representation.. :A 
detailed .consideration of each type of controi," taught with the.: subjec:t ..... 
having major interest, is, to my mind, comp].etely logical; but in con- 
sidering the effect upon the e.conomic stability, of. the Nation~. controls 
must be considered as a ~whol.e;tbey m~st be considered as they affect the 
b a l a n c e  s h e e t . .  . . . . .  

. . :  , < . . - ~ , ,  : , . • . , ,  . " ,  , .  • . . . .  

• . , .  • . . .  

' The most importer siflg!e consideration.'of the",nati~uai deBt.i.st~t 
someone  m.ust ,own: It..:. . A n d  believe m~., . e a c h  of...-.US . . ~ . s , . m o r e  , t ~ _ u  {.he: :thin~s 
~-ao~s,-,,no owns znls 'national debt? i ! :think '.this is, the most. ~signifi-.. 
cant figure I have seen recently: Just a week or .so ago the.Assaciation . 
of Ihsurance ,Underwriter s released .a.;~s.tatem.&nt. showing th.a.t, t h2. tolal 
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issued i n  the °United, States WAS":201, b i l l i o n  
up by government bends, by government debt:. 

. . . . . .  i' < . . . .  : " : ' : "  " ' : : -  ! : - ~ :  . . . . . . .  ' " • 
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y i t  
e ~ S -  

end that w.e.. c~otlose.. .. : a.war th#ough 

O~o~c coi! n that it 
sure that' W to the 

. , . . -  . ,  . 

~. the 
no e n 

his, 

w ran, 
red an 
Office 

,get; ,- 
appo in t -  

iI, ~ reviewed our estimates more 
and mot. convin'eed ~hat justifications 

~ho 

has taken the lead in the estab- 
ii !er:, and the Army has quickly 
followed suit. _ .. 

What does this comptroller do? I would like to, comPare his functions 
a commercial Organization, • On the bosrd 

nt as the ch&irman. ~Ve might have a vice 



~"~" "~ . ~ ,  : ~ . t  ~ . . . .  l,~< i "~ 

• The advertising man comes in with a fine scheme thai will increase sales-- 
..... if :he.cani"~t!$2:%O,0001.. ":If ~he ~Cr~ase~"s~l~s::.j '~hat i.s..go~ng to involve 

• .-the .product~on a~g:,~.'~ ~~±n~, ~e~%me~@ in some idditiaqai expenses. 
It is the function of the comotroller to consider..the scheme in rel,~tion 

- " to c osts.. DO we ha~e: enoughmoney~ito put 'on %hi."s S~ow, "to.. conduct this 
• . i " fu.nc. t ion? . I t  is" ~, ~a~her '  "dead ly ' :bus ines~" 'bu~  q U i t e  ne.cessary",  .We c o u l d  

not h'&rt m0re effectiv@ly: the feeiings 'of ~ en;thuslastic fe_]!ow who gets 
.. ~. threat ~d~ ~:ih as somethin, g; that is going to .make a. million dollars 

~. ...... , . : m e canno t afford it.i Every time the.-.compt~.oller opens 
• nis ..mouth? :he throws c01d water on somebody. Therevrii] never-be any 

' d~inking.,~ongs,."I ima~ine~ ~it.ten t6 the ~: joliy..01d comptroller, but his 
activities-are quite necessary. ...... " 

.., ... -..~.... ~thout go!ng ~nto,any more detai!,. I ~should like to ask :this ques- 
• - . .tiqn~ -Have.we Improvedthe National !~ii:it~ry Establishmen~ :business , 

proced~.res since .World W<~r: i? '../~s the matin claimant for public funds and 
as the biggest business in the c otnqtry~ we should set. a standard relating 

. . . .  ? ° f i b u s i n e s s : . . a , & n i n i s ~ r a . t i b . n ,  ,. ~ e  s h o u l d  B . e . t h e ; b e s t , !  A r e  we o r  
, .  • • ' . . s n o u ~  zF.ke t o  . read  o n e  e x p r e s s i o n  o f .  o p i n i o n . - - n o t  m i n e ,  

- . .  ,~ .  . . . . .  "On.e o f  t h e : m o s t .  £ a r c i C a . i  f ~ u c - t i o n s  : b f  t h e  A p p ; o p r i a t i o n s  C o ~ , ~ . t t e e  
is in appropriating funds :for t~e military. Perhaps one cmunot expect 
'the Arm3T: to be a thrifty institution, since .its funct.ion.~is that of 

, .'destruction~ It i's a~moS% a h0pelesls task fbr 0ur ~o~mittee to cross- 
. ex~z[ine ~ilitary witflesses in ,~u s.~pr0priations hearing, The.'.r~ilitary is 

..... ..-pretty: ranch,of a closed corp0rati:on. and~ as ' one 'of .the..61dest. departments 
..:of gpvernment, has ;a.10ng .t'r£~dition of •succ:essful fund-v~ng]$~ng. :. The 

':-~ . armz;.~eople l~ow "all.of ith@~dodges, and,. 'if cornered.~ Con al3~ys cry, 
'ToR secret-~. ' in the interest.s of national":defense. " Theywill ask for 
appropriations for new shirts,, when they have a s.u~plus of old shirts 
being sold. on the:.market for less thin new shiris .cost them... :. They have 
no.conception- ofeconomy. ~ During. internati.on:~l disturbances ithey are not 
. beyond tryin.g, sometimes sUcc@~ sfully, .to scsre hs into .voting almost 
unlimited' funds.,. (Extract, f~0m article: -,,wo~r]~ v~,~. Le~.~ C:ongress Run 
Your Business,}'. by Albert"G0re~ U. S. Rep're~e=n~tat'i"ve i'rom Tennessee, in 
t-~kmerican Magazine, December 1948, ..Page I~2.. 

.. , .Ido not completely-agree with that opinionj I was..-reluCt~t for a 
whine .to -quote. it. I believe, however~ "it is' S'ign~ifics~t in two respects. 
First, this article was written by a congressms~ a very prominent 
.member, r of. the House Appropriations Co;~mittee.. .. , Secondly, it appeared in 
the Amerlcan.,~ag~zine., a magazine havi.n'g a..national ci.rculatic n , the 
kind of-..publiCati0n that' is read by the m~ddle-of-the,road man, the 
backbone of the Nation, the t~,qxpayer; it is not pa#ticularIv good public 
relations, o 

W,e may deny the. Statements: contained~t~herein. ' They may. ihave an 
alement of .trmth, "however. Cert~n!y "the Eberstadt report tends to 

' indic, aSe that,.they do;:ha~e ,~ element oftruth, if the, t :is-~the-oase, 

l O  

~'E ) " ,7 d -,'~'T~-. ,-'=.J r" ", ~;~'~m"~ ~ 



What csn we do to ~provide the United .States with better, national ~defense 
a t i : r e d u c e d  cOSt 'S?" . '  i " ,,- : . . . . . , ,  , . .  : .' . :.. . . . : . . . :  :i., 

. ,  , - . . . . 

One thing we might do would beto' accomplish integration •more ~atis- 
vet, \thb.t is out of my. field. That, I ~m ; 
all mus.t agree ~ that represent~.t&ons which 

to the ability of ec~ch .of the Se~-¢ice.s $0.:i,i 

e e  

these gentlemen is-domp!etely loyal.to his uon~manser ~n on~e~ .a~ .on~ o~:~e 
these recommendations are forwarde~. That ~s wl~at he bel~eves, and on-~ 
t i m e ,  h i s t o r y ,  o r  an. a r o u s 4 d  p u b l i c  o p i n i o n  i s  g o i n g  t o  d o  m u c h  a b o u t  . t h a t  

phase of the problem. : "  " 

ome p r o g r e s ~  .. 

trolling us oy- 
: s all you can " 
is °a rather pcor 
king, appr•~p•riate 
xpend. .... 

A second way ofiimpro,ring .business. 
• measures,,-. Adm~istration of funds ~s 
contmand as~the administration of person~el', Wastin'g funds is j~st as 
inexcusable in this critical Situation as wasting the lives Of men on ithe 
field of battle. One way 'inwhich it could be,hsndled ~ is through the 
prompt elimiuation of people who, because of some personal, whim-or the 
fact that they are not interested, do not consider projects in terms of 
costs~ . . . ::.~, ..;. 

A third way in which it: couldbe..done is..through educ~tion~-""The" ....... .~ 
!n the press, states.. . .....~. Eberstadt report,, as reported " ' -.. " ' 

"Turning to b~dget problems,' the"cor,~uittee _~herstadt~"Coz~mi~'ee.~ 
%L 

urged the establishment 'of a controller in tne Secretary's office 
- ~ec, r et~ of National Defense7 and unif,er.m.accounting,.~d~cl~ssificatio~ 
proc'e~u~es for:ali three s erv~ces ~ ~. !t described the, %ud~t'."aS"~e mos% -~ 
impo~taut single instru'ment Of con~rois in "~.he hands 'of the ~ -S~ecre~ary"~d 
a - p o s s i b l e  p O t e D ~  i n s t r u m e n t . f o r  econ~n~ / ' . .  " '  • '.,." .:- ;"~~-"~.  . ~:"~ 

'"~A sense of economy and cost consciousr~es~s~ lnst~lled:from above y 
s t r o n g . c o s t - c 6 f i t r o t  a n d - a c c o u n t i n g  m e t h o d s ,  a n d  i n j e c t e d  fr_~'om-lb'et~.~..bY' o 

II 
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I have worked uP a case "on :this aspect of thel general :subject. 
Inasmucli',as the subject was one that was liable to some~ Contr~versy~as a 
matter of fact, there was a bar to discussion of it for a while--I wrote 
it up on the: fifteenth of: September, ' which was the ~v We were supposed 
to give the budget to the :Bureau' of the Budget. As y~u: know, we were not 
able to meet the dead-iine.dste. ~T thought the b ~'~ ~- ........ ~ ..... 
keep a: ecord from the fifteenth of ~Ssotember until' th6 student c0n~mittee 
took this case over was to cut. out newspaper clippinEs, and we ~eut out 
newspaper clippings ~ n~useam~ I didu' t: realize it would be the only 

,. •thing discussed in the newspapers atthat t~e.~ We ,~ave a series of news- 
-paper items that run the-gauntlet, from the senior editorial-writers of 
the News York Times an d ::the : New York Herald Tribune down to include the 
Cartoonist on :a newspaper here in ~Washington. ' 

. • :': 

An interesting ~hing developed ~vhi!e this was in the Course of 
preparation. Starting on the fifteenth da~ of September~ we found news- 
paper clippings that stated the. problem most effectively: ~at are we 
go.~ng to do about the National ~ilitary Es.tablishment budget!? ~ Then there 
are a number ,Of varying newspaper op.inions, Three months ~nd two days to 
the day from the day On, ~,~hich I started this job, }~r.: E~erstadt: :c~me out. 
with his report;: I didn'~ rea'lize he was als0 intereste~.in ,the: ~ame .r , 
Pz0blem.: I find that the best :brains in ,~he , country-~General E-.~enhower, 
Admiral King., and Admiral ~i'mitz include~-have been c onsiderin~ eXa~tl~~ 
the same problem. So the last clipping Contained in this publication has 
t w o ' . o r  t' " , nree statements of the•report of the Eberst&dt C o,~mittee,: It has 
been fortunate that,thi~ informatfon constitutes,: in effect, almost a 
textbook.~ It: states the p~obl~m~ it, discusses~ the~ problem, so the best 
br~ins of the .country have given us a solutioh-. I might add that it has 
considerably ,helped the student committee of 20 who are working on this 
Particular ~ job~. - . .  - ~ . . .  : 

That beingthe case, I have taken the liberty of having the~e ~ip- 
plugs put in the form of a 20-page newspaper. It didn't cost much more 
to get 2DO of them than it did to get {0.6f them, soI ~ad a Cony:made 
for everybody. I ~had them al!~distributed today. If'yea get t~.~e, sit 
do~a and read it. It is good background on a problem of •extreme 
importance to all of us. :.. :. . • . -- 

- The last way in which we might" approach.: the subjlect .of war -finance 
is with respect to plans for .ec-on_omio mabilization, -~'~en is a plan for 
economic mobilization complete? " ~Vhe'n it is approved:~.:,~at are the 

various steps that should be taken prior, to 'final appr6val? Then~ after 
it is complete, what should we do with it? We!l, I am going to tell you 
what we did with it ~n orld War. II. ,I must beg blqe:indu~gence~ of 6ne or 
two people who heard me last year, l~m utilizing the ~s~ne case to 
dem6nstrate this. Point. It is not ~hat %,am. too lazy: to: research another 
case~ it is just that this o . . . .  • ne ormngs out s~ effective!y the principles 
I havre' in mind. . - 

12 
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~ '  '~;, ~ ! . . " 

invad~ 
compl~ 
~eact~ 
,Subco~ 

addit.iona,!..reques~s:.zor~'un~s,". : - . . . .  . .  • , :  

' ~:: r'r + +': :~en General: Marshal!, 
ly~wen~ to the White i~:~ouse 

I~nterier, A~ric~ture '--they 

wil l '  gO on ~th~.:.rad~o.. on -.t 
- e  " -  " ne ~ m a  - ~ " .the situation w e  ar ', ,,~. " ' : . ~ i :  : : . :  

. . . .  . - . . 

-~Vell, on 17 Nay 19hO, we wen~ Back :end: hau~ed~the " Sen&te an addi- 
tfonal, bill.f9r another 600 milli 
that date,had-~covered all of the 
of the Senate-hearing covered .the 
out of the.Sena~e-~ the amount o 
to the House~ - The H~us.e-hsd spen . . . . . . . .  

this~ was a reversal of J recognized procedure. 
....... : /- :_,i i • :. 

13 
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I might~explain .  
Represen ta t ives  ~ Aft  

Appropriation bills must originate in..t.hB House of 

they .go to the Senate,. the..idea being that the,.Senato~sTare:old~rT~d " 
wiser men. ~They stay .tHere for six ~ears~ ;The-House is o~nsidere~ a less 
responsible group, and the Senate provides a Check on the House. 

But in. this case, bySenate amendment, we-had do~bled the apprgpria- 
tion bill in one week. When.it got. bac,k t,o thei. House, Gene~a~ Marshall 

-w_aiKed. in-and~ s a i d ,  ! 'Gentlemen,~~ere i% iS.!". . P.~g~s/i ~and..2~.'Of th~ sup- 
~ l ~ ; ~ t ~ e h ~ A g :  ~ar: u~ken :~p' ~ t h ]  the ~detail i . O~/the .r.e~. uest, : At /page 
, ~ "; " ' i,, i!:i gi il p "~d: sATe, in effect ,  !aen~r~ -Mars~al~. in..-~ew 
~f your complete" d i se los i re  .:of .indef..marion , I fee l  ~tha~ %.he i t i ~  "has :.come 
' t.o go, ,into ~ executive~ " .~:sessi0~.~ ' • ,i ~ Therefolre, I, suggest, that we, csll., this 
thing off/and ,vD~@ themonsy, Ana:that eided t~e hear~g~n;ot quite,. 

• • , -, " r . ,  " " ' " - . .... 

~. We ;have. always.-:~ our G0vernment certain '~ political considerlticns. 
:y c~Ot be .avoided, ..A political ~¢onLsi.deration-.:en.tered i.n~0 :tD, is ' 

matter..". :It $~s- am~tter '0f Public .rec.er~ ~a~d/I think it. expres.ses a i 
certain ~oun~' of"confu.sion d~ "thought, maybe "~he it~., o.~ ~e~'1~. ~ 
hough% that mzght exist ~ .tOday. One of .the members o.f: Congress asked 

th'~t •hes-~ing ~ b.e:~hgld open bne/"more d&Y' i.He ;had ~.s~%~emen~ to m~ke, 
I quote.~ ' " " " :" .... -'~ : ':": ..... -"~ ' -  " "" .... " 

committee know that Communist and Nazi leaders fQr. the. pas.t-~e~,s~eLs 
~d especially-for the paStseveral.months have been. making some inroads 
in ~eXic%. :.~r. t- ~ve- n~ 't.hought iof 'alarming this., c o~rnittee.;s~d ~ ~et ~I ~ .want 
to r e / i n d  you,i:, ~ ~-~.Chairman, a d d  each, :,/ember. of"your := O]~,.t~ee~ that ~ in " 
case." of .a.. th~ea.tene~ arm@d ~nvas±~n 'Of" our ~.im' b#!oved i~,~r~oa~ possibly 
one~of e~r-most.v~!nerable"sp0ts is across the un.protected....Rio ~.Grande . 
border,!!-. ~(~Hear".~.gs before th@ S-dba0mmittee Of the .Commit.tee :on ~p.r~pria- 
tions ~ ;H.ouse~ of Representatives~ 76in" Conoress.~.~ Thed" Ses.sloz~" !on the . 
Senate Amendments to the ~ili.tary Establishment Appropriation ~Bill f6~ 
19~I~ statement of Senator Jed. Johnson. of OklahOma, .page. 68,).. :L.-" 

;Y~at." is he "4riving at~"~ Le%" s gO to th@"last :~agraph .~d:-.s.ee~, . 
- . • . . . 

c o c u-s on let" S, y Ze i that,  ime i' i  he,, ' .... 

Fthis"L~bo!e~.~re~ecluess ' Pr0gzam~ ,' ;17e.;.o~us~. not dillydally, apd delay ,~ as 
rano'e, land ~Englan-d' ~n~~.other nations have done. ~ I am. enthusiastically~ 

s~pportin.g'~the-~resi.denb~"S biiii0n~d0nar pr0.:gr~n~hich. I .understand is 
coming up in Congress this week and hop& that this additional prepared- 
ness program will. enable %he War DeRartment to establish several additional 
air....bas@s :aud I am go/n~ t~ insist that-at, leas~ .one ;of theso bases be 
establish@d-in-Oklshema, '(S@e preceding reference ) .-,. 

• ,. ' .  :, ," , . . . . ~  " . . . < .  . , ! : . .  • . . . . . .  

: ' ~  " "S ~ I ~.~' " i , 1  11', ~'~ : t  " " " " 



s-on it 
'.~be c a m  . . . . . . .  
d.in.~..~..~ 

"',•j•, .. 

i n -  

ti~: 
ay, 

~r.om our e 3 c ~ m ~  4~ ~ , ~  ~ . . . . . . .  .. . '";" ; , : :,. " • 

• U P  ~ n .  t h e  . s a ~ e s  . i n  t h e  W a r  
• . . , • . -  . . - . 

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

s U ~  
N a t  

md ~avy offic ers,~: operating 
~ ' e  • i s of the Army-and ~,~avy. 
~ed .fOr the ' ~~aihin~ .of :Arn~ 

. war.S, i (Ex~ract.from....... 

am,, 22 •October 19~7~ ICAF 

" here ~s' some.further~idiscussion • ' 
W h y  w a s n ,  t i t  u s e d ~  " - ,~; . a n d  t h e n  h e  e ' ' ;"~ ' ~ " "  • 

" . T h e  . . . . . .  , ~ . .  
saril b se, n~t.~.Oerfect as an " 

• y e. is ~z"-~; •. :~... y.snch,P,lan mustnBces- 
many was it w ,: uas.ea on .Intangibles szd' " Y . a s  t o o  e . . . . . .  , . . . . . .  a s s u m  t . . . . .  . . . . .  g neral~zed, I .. .... P mons, . In 
wh!ch the country's ent~ ...... ~.. !t dmd n_ot recognize the.extent go • 

,ntribute to modern war--an 
since :very fe~ p~ople~'prior to 
• ..The plan .was deficient in. 

........... ~'~g ~orld ~ari!.fo.r the &ilocition. of , 
steel, ..copper and aluminum. Sinc.e its.. was a product Of the. .. 7[rmy. and Navy, 

# ,. 

- k 
.. ° 



the plan probably did not give sufficient emphasis to civilian phases of 
a total war economy. The plan was open to the objection that military 
minds had developed controls covering purely civil matters--~u objection 
which jeopardized its acceptability regardless of its merits." (See pre-" 

ceding reference," page 2.) 

There is further information ca this point if you care to read it. 
It is a publication of the Industrial College of the Armed Forces. He 

concludes by saying: 

~Vhether or ~ot the 1939 plan, with its short-comings, would have 
been better than the steps that were actually taken, is a matter of con- 
jecture on which various people had and still have differing opinions. 
One thing is clear: the steps that~were taken gave us a tremendous out- 
.peuring.~..shi" ps , planes,...~d~L~s• . .. i :.~nd...thereby., ,. gave. .,.us-- the. means with 

• : .'w~ch,. jwe~n .the~ar.": ( S~am~ .as. .preceding referen 'e.) :- 

I .have: one Or two con¢!usigns that youcan a~c~pt,or~ rej oct, as you 

see, fit. . . . . . .  " 

l "At no time in the foreseeable ~tflre may we draft our plans, for 
peacetime ~r wartime ~ 0P e.-~ti°nsi wi~thout in~luding I m0~e andmore- of ~he~ 

' ~ o n s . i d e r ~ t i ~ o n s  o ! . c o s ' t .  ' "- ' : - " . . . . .  ' . .  : - : "  - : / :  - 
• . . . . ~  . " ~ :  . • . 

• .. : '2,, It appears to me that our industrial ~ud ~:con0mic mobilization 
inasmuch as they ihv01ve more people/more suppiies~ a broader 

plans, .~ ~ ~ ~ ~'~ts ..and"s~im il~rfa~Ors,: require the 
knowledge in a Wl(ter ~&u u~ ~u~ , 

, participationsand' advic e Of 0t bet .government%l: d~p~.rtments, i ndustry~, and 
potential, allies in an 'incre.&sing degree~. ~ % ::"~::~. ,,- ..,. : : i 

3.. Our. plans for economi..~,an d im&ustrial mobfiiZati0n, must be ~n 
such. shape that.,the~"are available for izstan~ ~se ~s ' ju~{ifioations for 
estimates: for. required' f~d s in the event: of..-an emer.gency, 

" To my mind, there ~ a£~"three important "M'S" to economic mobilization: 
materiel~ manpower, and moneZ. .Any :economi¢"!m~bil/iza~ ~idn.plans that 
might be drafted with congidera~ions given :only {o materiel and manpower 
and without ,regard t.o :the avai!ability.-, of, f~ds .are ,: :indeed,i illogical, 

F:rom .n~:. .  on. ,  ~ e j a u i e " o f  t h e :  c r i t . i ~ a l .  f i s c & l :  S ~ t u a t i : o n '  t h a t  n o w  " 
,exists and probably will exist for ira any .years to come i we in. the Military 
Establishmen,t -c~tubt e[nd"mus% ,n0t ignore,the : f~ctor Of .~st.. : 

i , -- 

-. Thank you. ' ..... 
. , . . ,  - . " . .  . . .  ,- ,- 

• i,QUESTION: Colonel McCu!10ch,. I ~ould .like... t0, ask you.. . abon~ the 
national :debt as shown by statistics given' by.you~ Has eny consideration 
been given .to .thefact that do!lores are: of mnequal value from 1915 %o 19h8? 

.!6 ,, : 
.'.. 



~:.~ :<'~i i~:-, i/,: .: i-:. 

. .  'One o f  t h e , , t ~ i n g s  Sha :~  i S  u p s e ~ i n  ~ 

ins tiSuSed in an.' "emergency. iS..the fe,ct:.%ha%;a't Ve~:%he tim6 itha%::,i:ist ' ' : '. " ' ~ o ~ t r  o ~  ~r e 

glyen to She pe.ople :who are. livin ~' on =-'-: '; • z~j.. ! e _ consideration is 
:.:-.....su.~h people:.~dow.~ • ' 6 ~xea .in~omes~. " There are a lot of 

churches, hospital.~ • inst~tutibn.S ~ : I .recall that 
, and Na.vy.offiaers, also 

when I was a second 
.',:. ..: .. [.d.quite. :oil :~ight,. ,.. . 

T ":~.~l~ ~,~ :'~ " "' ' : " 

of a 

• . . , o • 

t{m%:.~our 
of. Valhe 

~a!ue will 
.thin. g you 

. stability, 

me from 

' leg~ .or<arm 
" • - ~ - "  • ~ - ~ . u < i  ~ U ~ ; ~  ~ .  

m e n t a i "  ........ ,l ,..~_ _ . 
processes, he'wOuldnot be. And 

of a group as large-as a nation by 
~ ~ation ~? +.~ " I :~have.~a. naS~ . . . . . . . . . . . . . . . .  - ' ' ~ 

• be .~ have to 

w h e n  S h e  b a  " "  ~ • . . . . .  T - , ~  ~ : ~ n g  f o r  t h e : o l d  d o l , l a r : ~ : ~ . + : ,  • ~ / ~ - ~ : o ' ~  ~ 
. . s m c ,  p a y  s c a l e s .  W e r e  .: , . . . . . . . . .  ~ s ~ .  , ~  . . . . . .  ~ a < i ~  as . . . . . . . .  " . . . . . . . . . . .  , .  se~, Now if w . . . . . . . . . . .  " 

. . t h e . b r z c k l ~ v e r  h s ~  h ~  ^ ~ -  - - , . . . . .  e. c o u ~ ,  a d 3 u s t  o u r  ~ n ~ . ~  
o . '  . " " - ~ "  . . . . . . . . .  .~ "  ~ u , . t ~  T , O .  C [ O  • • - ' . . . . . . . .  everythin~ would ' • through bar.gaznzn -~. n " o be all rz ht. • . . .. .g~ .. he ~ ... perhaps • . , g • But I stzl ~ , • . . . . .  , the national debt . , . ..... l...ma.mnta~n '.-that n I ' ' .we e . . . .  .. . , $ o o k ] . , n .  • at • . .. ,.~ . .g t . a  f a l s e  z . . . . .  . .- ...... : • g ~.mOn to a f." . . . . .  P c ture .unless we co~ z ' " • ..... taxed dollar.,, I~erh~".:~+',.,-. - . . . s der IS in rela- 

' ,..., . . . . .  -,-~ ~- zs no% so much out. o~ line~ ..... 
. , , --  ~ / '  ' : . . : . , . ,  : . -~ 

COLO- • " . .. ~,:, 
" off :ioA ':<. 

extremely "do iS, After w e  :~ve fnCur~.ed an • 

> l e  o f  m e e t f ~ g .  

s u f f i c i e n t  t o  

o. ~ermi.t ,.:.of de bt 
'I.I~I". further .:S~d 

g,e.t a two-cent: 
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-~¢.m+.i : ..... any -cons.mdera~lon that. might lead to 
But, I submit, in .~±___._~on o~ ....... • ..... 

v of that nature, that [ou read -.,chat ha~ h~ppen@d 
the adoption of a pol~% - • " 
in China in the last year. I read about a week or so agb of ~he old ~woh~n, 
in Suchow Province I believe it ~ras, who.jumped;do~m into a well because 
she suddenly realized •that •her .li~e: s savings s he waS" hoard~g in C6sh 

were worth only- 19 cents~ ' • '. : ' " ' " : ~" - .... - ' 
• " .-: ..: - ,:-~ . 

You expect the.bond you.,buy'today.-to:-have p.urchasin~ p~er I0 years 
from now in some reas onable:rslatien to purchasing power today. :, .If you 
didn't, you wouldn't buy the bond; you wouldbuy a far~ inKansas. 

QUESTION: ,Newsweek" carrieda front'page article a Couple of weeks 
ago called~PaYing Too l~Uch for Our Bristle.°" I ~s interested in that 

• ° • , • ~ . • 

in connection with the President .s.reporo.~ ,wh~:ch~ indicates that one way : 
of handling it is just to getTess bristle~, at l~ast so far as the Air 
Force is concerned, by going down ~-u the number of groups we are going to 
have. }~y question is, how are we going to get more for less when the price 
of everything has ..gone up? ;Ste:el costs .more,: labor costs more, research 
and development cost more,'~~Yhat~are we.~going to do when ev@n our subsonic 
fighter plane~ .cost over 2:million d011ars apiece in quantity lots? 

COLONEL' McGuLLoCH: • The ~ay to.:,.handle that.,i ~ s.ir,, is by • the institu- 
tion of Controlsj snd:for,the-first.time~ in-the hisho~r of ourNat!on W e 

e seriousl ~ conslderinff the instit.uti.on of controls in a time" Of 
ar " " Y . " ':" "'. ' ~Ve can Set controls 
t chnical oeace." We can set controls, on .prices.. .: 

even on manpower." : " : "."" ' " .'- ' " - : -- 

That brings up my ,ques~ion,: C ~ n . v r e  .operate a..free economy under a 
democratic System of..government..when, because of circumstsn%ces.: beyond Our 

• ~+ ~rcise arbitzarv controls on ~,Ionday au.d Completel.Y, .... • 
c o n t r o l - ,  w e  . . . . . . . . . .  • ~ . ' - - -  , ' -  . . . . . . .  ; ~  ~ f t e r  t h e  - " 
release the controls on Tuesday? You rememoer wna~ nappen~u 

" • ,~ .~hdafram tha~the war-. We had plans for letting controls ,of i 
economy, could absorb :themen as they~were,.- .~., . ...... .. Y.6u 
rememberwhat happened. "The .war .. is - over s ix, ,months snd ,J0hnnie isn"t ': 
home yet,, Johnnie got home .,in.:.a;,hurry .r, egardless of wP~t would happen ' " " 

to .the .economy of th~ cOunt~/., :.. :'.. ,~ .... .. 

s ect to " ric'es. But ~ill,American, s':'%a~e, ,i t.? ' I-don. t..know. . . . .  
re p . P - . ' . ' . ,' . . . . . .  

QUESTION: Would you discuss for us,. please, the re!atfon Of public 
debt to other factors, such as national income,, and.wheth~:er public debt 
could approach-a point where ~'t wou~id be. disastrous? ~ If not " and if we 
don't know of any relationship~ I- need we worr~r about howhigh public debt 

gets? " ' 

coLONEL ~cCULLOCH: The, ::answer: to your question is that I will not 
discuss,those factors,. If I did, ,i%-would ruin my discussions that I am. 
c onducting at .seminar periods i ~,th t'he 20 .member.s of my contmittee..They 
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. - . , . 

, ~ t j )  { a '  g - "  " £ ~ '  "~'~" ? ? / , ' < 7 1 > 7  ",3y'e . . . . . . . .  

will::,be a student, presenta- 
~, ~. ...... 2Q selected, members of. ~his 

• ' " - ' - ': L . :: ...... .'_' 

• • .... • ~ Sir, !.,...WaSv,~. ost intereste d..in your., praise for: the cracker- 
barrel, phi.10Sop.:h.'y. of econ.oms: , or ~ce Versa, and I t ' 
just ~ s :  O U . ' a a f "  " ,. . . . ,  . . hink i% iS Undo " "  ,. . . . . .  - - .Y  . . . .  d ~ -  a v e  s o u n  .. • • . - . . u ~ t e d l  

. . . . . . .  : . . r E . .  . d  p r o p o s m t ~ o n , . . .  C e r t . S ~ n  . ' .  • ' . . . . . . .  Y '  understand. But wh-. • ~ __ ._ , iy zt ~s easier to 
. . . .  • . . . . .  . . . . . .  ~ ,  , t h e n . , .  ~ d~d w e ,  ,~t . a n  'ou~s~ " " ' " 

of be~n,.g unwil ~.~ng" " " . . . . . . . . . .  to. pay fo . . . . .  r a war " . . . . . .  which" e . andlng :example. . , a s , , , , . . a -  n.,.at~on" 
the natlonal debt so high? Why do w £ -'-- .w~ deemed necessary ? .. ~. is , 
.reducing the na.tional debt? ~ ~ ~nSlS~ on reaucing t~xes instead of 

c'Of, ,E  , ! " : " " 
• RcCULLOCH: Are you in my committee? " " " . "  ' :  " " 

QUESTI~ER: No, sir. . . . .  " " 
• . .  . "  . .  ~ , i  ' " " ::. , " . . ! . ' . :~ . "  

cover th~.t. ~quest ion "i :~:n ~ome' ':~-~'deSail. * "=v= -, ~. case on national .debt • ::that .will 
. i ' : , '  . . ~ . . :  , . : , , , .  , . . . . .  . . .  . , : 

" Actualisf;: as S" . '  ', " ' " "  " .  " . "  " . '  " ' " '  : - .  ! : " " : '  " " :  . : " ,  : " " . : : '  
r~efly ana succznctly..as..~ can,, the. raaS.bn,that .we.: : 

donrt pay on the national debt is t5i.~: ~sd "~ar I, you remember, was t % .  . . . . .  

a is.:.the..l&s~ ~ one., '. :Never 
" And ~fe..:did~ "~?e made.:.a 

,ver, a period.!~:of..years ~ 
, praisewo~thyf.admin.i~_.. . 

~ n c e s .  !~hat 
r.~ugh s i n c e  

~ ,  b U t '  " t h e r e  

: t e ~ d t e d  ( t O  

> ~ e a r ~ " . . . ' - Y o u  
a r o u n d  S o m e b 6 d y  s e e m s  t o  ~ e - ~ , ~  z ' - * [+ -~  : *  ~ ~ . .ure : . : . . . , - .~ut  e ~ e t T ,  t i m e . i ~ z e . ~ t u r  n 

. . . . .  i J p e ~ r ! n g ,  ~ :ZOmt • t h e , :  f ~ c e  o f  t h e ,  e-ar . ,%,~ i ; : .~e w~u~ to make sure that w e  donr~ join them. 

QU~sTI~ER: ~ Si.r,"I meant during ~he ~r~ ? In other words, co~pare 
the. income taxes that.we Paid d~ring the:.war~!with: those 
B r i t i s h ~ : " f o r  e x ~ p l e . "  " , i  . . . .  . '  . .  i .  ~ .., p a i d  b ~ . ~ h e  

• C O L O N E i   , CCU 0CH: - " : "  : "  - . . . . .  ± " :"" . : :  . . . . .  • : 
~ u  Is simple. The most conServative ,thing we c~n do in- paying forawa~ is to. adopt a wO-Y.-as~ ou- .... 

With %he Britlsh'T~ ...... • ' ... , . y go pol~cy. " ~ser , e n t  - f  . r  . . . . . . .  " : . i.. r e d  
and I knew an ' Y ' ~ .,..s.:t Army. Grou.~ dur~ng the. war for about" 

• umber o f I z e  '. ' ~a year .... - uten~t..colone.ls z.n-th . . . .  " . . . .  ' much to sur r" . • ....... ' e:-organzzat.zon.. I . my p .~se and conster • found . . nat~on, that . . ,  • , 50:. percent of. their pay ~ms • 
being immediately returned ~o their government in the form of income tax, 
That vtas being done in England because she was faced with a situation 
following }Vorld '#ar I that was somewhat comparable ~o the situation we 

19 



li:.'J ! r , ° t h 2 " i ! ~ i T . b  ~ I.~ :" ~ ",',~ i! ~,'. b.'<', ,~i.'~;3) z~ g'~,S"-~ zi, JZ~.'.,zL-.';, 

i ,i& 

face today. If you. don't believe • it, go to the files of the Ng<tional ~ar 
" end ~ee what the British public 

College Library, get the "London Times, 
had to say. They were going t}~ough the same sort of mental processes, 

the same fiscal confusion, we are .goLug through now. 

People.will pay.for a 'war on a pay-as-young0 basis only when they 
• absolutely have to do it in order to win the were, and we •were not psycho- 
logically'in the position where it was •forced on. us, You may call it 

" ............ : . , .~ 'butthat is the why we'~did it.iThat. is the way the 
, .... la~k of. character, ..... -. , . .... " " 
- " ;.puB!~c .wanted .it ~don~. :..:. :... ; . . ~ 

: ~ QUESTION, ~ Colonel. ~cCulloch~' you st~tedth at~ people ,~ilI not PaY 
]kjr.:a:"v#hron a pay-as-y0u-go b~sls tu/!ess t~e~r:hav, e ~0, However, they 

boug.ht -~r bonds • ' . :  .i 

COLONEL NcCULLOCH: That' s right.. ...... ....... 
7 

- QUESTION: It seems to me that if. we,.cou~d have. used those war bonds 
as collateral at ban:<es--big or i±ttle'~-the war bonds would still be out 
instead of turned in to such a greo.t e.xtent,..... , ..~Y'. . c~o~. we not use a war 

bond ~ as::collateral for a Io .an?. .:. . . ..:. : - . . :  ,. 

COLONEL McCULLOCH: We cannot us..e g ~{ar bond as collatero.1 for a 
. loani If. we permitte'd_ ;{hat.t:O. be. done -~here~':l., ,. . .~gd4ng. into.. . elements~ " h°f 

- _. - -, ,-~i ~m~.~h :l"re~ret to do--it would Interfer e ~t 
e on na~m.ona- aeuu, ........ ~- • ~ .... my cas '. ...... _.. i. ;.--~. A+ .... +.~_ :of 'the "~Nation~ The .Government has- 

,he .credi% b~se ~ ~n e "tree.l. ~ :.:?~ .~ ~-~.'_.-_: [L ~.+4 $ ~<~ ~,~ . bonds we" now have. 

We. h a v e  r e l l e v e . d  t h e  : l n v e s ~ ° r  o ~ . . ~ , ~ A e , J ~ i n ~ . . ~ e  m s r l ~ e t , " g 6 :  b a c k  ~ n d  
t h i n k  g o v e r n m e n t  b o n d s  a o  n o ~  z z u u u ~  . . . .  

- read history. " We: have • in Our history sold ~ million :dollars. ~orth of 
.bon~s in"-order to got. One million • dollars in :~ cash.: ..T~ public today " 
Won't .put ~ts 'money into thel unless, it is: assu~"ed of .ge.tting it back, 

plus" interest. The Go~mtn~ O h~st~hi~.dst~raT~Prti~ht~e~01~c~e ut~eze~ 
r 6 ~ , : b o n : d s  i n t o  o p e n -  . ~ p '  " " . . . .  " . . . .  . ! "  . . . .  ; . . .  ' -  i .  " i n  

t h  ! • .. , ,. . . . .  . .. . . . .  ~ . : . : ~ d _  ~ - ~ : e : o f c 2 e d ~ { :  w e " w i T ! '  b e i n  a w o r s e  
a manner .t~a~ w ~ ± z . . o r o a a e  n 0£~ / 9 ~ . .  ; . . . . , , . . 7 . :  ": ~. . : , : " , .  , " . :  . ' 
situation th~n w e  a r e - r i g h t ,  n o w .  . . . . .  ,. . . . . . . .  • , ;  . . . .  " 

e -• . ~ , , .  

I hoDe that point will be covered"~u .the ~student-presentati°n'.. . 
. ,, 

QUESTION: Col'on~i, I cons ide r  ':~ p o l i c y  ~Sf• a t t emp t ing  to  r~duce the  
national debt inconsistent with the G.overnment~.s. pg!icy of increasing the 
standard of livifig s n d :  production, i D'o ~ou sale a.connection there? 

COLONEL McCULLOCH: Sure ,  I see a c 'on'nection':t 'he're.  i w o u l d  l i k e  to  
be in Palm Beach today;. I think .m~uy of.u.s would,.• I. ~u!d like roast 
duck for  b reak fas t~  a n d ' I  ~ou~id l i k e  ~'o own a house here, in  Wash~g to  , 

,"but I ddn~t h&ve the m0ney~ ~ : - 
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• . " " • " , '  " - ,  - " i '  _ ' :  ~ ' ,~  
" ' " • - -. ! 4-o 

Q~STION ! . [ ' .  . . . . . .  : . : . .  - . .  , : . . .  

I am not ..in your.., finance Sec~i:on;, I amin • 
....: the .~abor gro~ that %he.:ClO Council haa. re~eht~y ~c~ed 

that the debt is.. well within :safe limits. Would .you ca~e tb.:comment~.O~: that? . . . .  - • 

• ... ~. COLONEL I~'~cCULLOCHI. :: Co .mmander~. l have. been...~aiting,.f-or,3o.~,.. ±'o: 
_I~ don "t:. . say:that ..~ith any- n~.~.~]. . " ~" .......... • • get up. 

. . . , " '  ' " " ' : "  " ; ~ " : ~  ' " " '  • ~ : ~ , " . ' i .  

. . ~ . ~ i n - c o n s i d e r i n g  t h i s  s u b j e c t , - i ,  h a v e  t a - l k ~ e d . t o  a~  n~be~, o ' 
I h a v e . g o n e  t o  c o  -' • ' . ~ .  . . . .  • . • , . f . p e o p ! e ~ . . i . ,  

p . . , p l e  ~ .  , - t n e ,  J o , ~  n ~ .  C h z e ~  s .. of . . :  S t a f f : : , . : l e ~ e . !  a n d : a . s k e . d . , .  ~ . , D o -  
~ou think we :.can a~£ord::to reduce ,requests for ~un 
!~ili~ary:Es~ablishment without je0pardiz~- • ds~n the Natxonal .... 

a l w ,  s r , ,, . . . . .  . . . . . . .  g ~ n a t i o n . a l , , s e c u r ~ t  . , T - , a y . .  e p l y ,  .. N %  ~ - n o , . . , n o . .  . T h a t .  . . . . . .  ~ ~ . . . . . .  " .. . . y ~  ' h e y  ,. 
. . . .  • . : v v ~  ~ , . o a a .  p s y c n o j . . o g l c a t l y ,  s o  f a r  a s ' .  

y o u , k n o w - w h o  i s  c o n c e r n e d .  , - : I t ~  C a n . ! . t  b e - d o n e . . i  A f t e r  a , t t - ~  . & m e r i c a  h a s  . 

just as much iron, just as much coal, jis~ as much manp~,er, a n d  Just, as 
much: technical know~how~., and we need •much of ~it~-.;~Ve need<.this money. 
Let,'s d o . . % h e  job. right." " " " 

: . . .  . ....... :.~. - . , ,, . ..... :. ..... . .. 

: .. , .Then I have., gone .to :.students .... ' ...... ': " ' " .... " : .... :':: " " " " -: 
• . :in the .National ~gar Collegeand.asked. 

them whetthey thought, about it, I-said. '"In ~he ~o~-.+ .... ._ 
s t r a t e  i c  -" ...... ' ' . . . . . .  " " " , " - ' ' ~ n ~ - ~ i o n  o i"  an~ tactical plans : , : . . ~ . you~: 

,. do ~ou consider lozmstic feasibility?. They said, "No;:: that's ~ o ............ 
. y u ~  - ~ o b . . . . . . W e .  ~ - ~ t I v . ~ v e : , y o ' u  a : p ~ n  " t - ? ~ t . ,  w e  t h i n k  
zs necessaryto protect the United States of America.' But. ~rh,~.~her there 
is enough, coal " " 

. or. iron or :steel. or oil or -money--t~hat, s your 3 ob not ours o 
We are notin the. field .of business achninistration.. ~e are in sSrategic 
planning.,, 

So I thought, "~Vell, I had better go to somebody here in the Indus- 
trial College and see what he thinks about it." Unfort~mately, or 
fortunately, • I happened to run into the Commander in the hall. l asked 
him, "Are you going to take War Finm~ce?, He said, "No; I don't have any 
interest in it." "Why not? It's a subject that seems to me to be 
pertinent to ever~jthing in economic mobilization.,, "No., not me." "Vfell, 
what is your concept of it? Why don't you want it?" %Vell, I'll tell 
you, Colonel, I"m a line officer, and I figure the thing I am most 
interested in is con~nand. If Z have any f~nancial questions, I am going 
to refer them to the proper officer in the Bureau of Supolies and 
Acc otuqts. . - . 

QUESTIC~: In about 1939, when things with the Japanese were looking 
a bit bad, people were thinking whether or not the Japanese,::would go to 
war. We would read some articles that said Japan wouldn't go to vmr 
because she didn,t have the necessary money. The next week we would read 
an articl'e that said Japan would go to war because she didn't need money 
to conduct• a war. Would you clear up, those contrary points of vicar? 

COLONEL NcCULLOCH: Yes, I will try. 

2 1  



I said in my talk that we c~not consider the subject without consid- 
ering general economic theories, "vVeli, we cannot make any. general 
theories that_ apply to everyone. In my humble opinion, although it is 
not a part of n~ course,. I feel ,that. is• the. one thing• more than. "s8~nY other 
that might serve effectively t,o defea~.t t~is concept.of cDmmunls~ • . -~- 
Comm~unistic concepts are not gong to be ~pplied successfully to.6~er~J O°~J 
in the ~-orld. It is an impossibility. There are differences: in ~ge!ography, 
differences in economics, differences in know-how, 8nd differences in 
vrealth--those-things are very i~/~Ozt~.~n~ ~ c6nsiderations. • 

However, you can vary yOUr .poli"tical philosOphy,to the end that,you 
can imoose controls in an in6re,~Sing~amo unt in s .dictatorship. --~f~er the. 
war, Belgium did a magnificent job]Dr affecting an adjustment in its .... 
currency, and, as a result~ ~ iS mo@~ pr6sperous than 8ny ~ other~i-Co~tr~ in 
Europe today. Russia effec~e d~an adjustm'ent~ ~ too,:qI, ws~s qui:te interested 
in that because on the day tsar the nevz s~mbassador.from Russi~ ~rived ' 
here he was asked ~vhat he thought about this adjustment ~hereby you turn 
in your money i0 for one. It ~zas obvious from %-hat he said that he didn't 

~ kno~ what it was all about, b~{t:~e. said that..:i£:'~that :~ is! what ~t-hey wanted 

to do, he was sure that was :the pricer ~uS~er,: ' ~ !~ ,~.. - 
• . . . . .  . '. . "  .. ~ , , . . . i j .  : .  . - . . . :  i: • 

As to Japan, w e  were attemp%ing to;s.naly z@ Jabsn's finamcial situa- 
tion based on our concepts of economlcs, but it just..~did n't operate that 
way.- ~Ve did not realize~ that the JaDane-se. ~:ere' in~,. a ~p°sitl°n to exercise 
arbitrary control over capital as effec+jivel~ .* as, the~ could 0ver~materiel 
and manpo~,ver. We missed ~he boat completely on that. 

CGLONEL HORNOR: Thank you. That is all. " 

,L; 

. -...~ . ~ 
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