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. MR.CEILLY ”Génffégéﬁ,'wéaéfévélWé§s?piéaéé& qﬂ& héﬁoréé‘whén'éﬁejbf>v:
the peoplegwho.wgrewingphe;centgaliggenqie34fon,pl&pging during the war
willstake;thg“timegte,céme down to review with us. the problsems which he -

face@t‘{Qpr”spegker;thie mbnginggis;éspaciglly.%uaiifieé to 'tell us about-
the ﬁbsﬁ'¢eﬁﬁial,§gqnqyn6fﬂall;,thé7War Production Boarg. He was a very.
activefmemﬁerfoﬂ;thd‘?i@pbgtantuagency,vapdwl,suppose that during his .

talk heywillipr;ﬁgfin_sgmajcqmmeﬁtS»@bdut PRPkand'QMP,ﬁ;Bui I hope he will-
g0 fuftﬁer_tEAh!tha;,,pqcaﬁéﬁﬁthe»War.P:odgqtianBqarQ wag only one problem
that we' had in the changing government structure. Just today we find that
Wwe are-going to have & new Under .Sacretary or Assistant Secretary of -
Oommerceden»Transportatioq, 'Thpsefgﬁquu,whc'ayquping,tq work on section
6 in"your~r¢pq;tS§will’phdbably'havé.to'take that: into consideration when
you try to fit in your proposals for mobilization :

with the transportation
‘agencles as they now exist, I bayen't. explained to Mr, Nathan that thers
are six committées'wdrklng_on‘théﬁfinal“gumming,u@'of,ourumobilization
exercises, The school is divided into six committees, Mr. Nathan, sach
_one’ of which-is_trying;tbt¢ome_out'with“tha,beét report. You will be the
- first speaker to orient their thoughts alonz that line. So please come

up here and tell them about it. - :

MR.‘NATﬁAﬁ:“_Genergl?ﬁdlméﬁ;;Ef;uﬂill, and gentlemen: I am gqiné;tg
talk generally,gnd'do;it:féasonably briefly,,sprhere.will be . a chance.

for some guestions. Perhapsnwe:capnth intp,hqre of the details.in the

question and answer period, O

My reasone fof"being heré1f§day\éré,ﬁfirét; bécausely@u‘ere kind

enough to invite me, and, second, because I happened to have a little
experience in the last war,,having‘déme'intg'the-defgnse»effort back in .
May of 194Q'and,haVingigtayed‘with'it;untilﬁwe-pretty much achieved .our . -
maximum dégree of mobilization in the spring. of 1943, In May 1940 o
President Roosevelt appointad the Defense Advisory Commission which was. ..
composed of outstanding individuals who were assigned the problem of
trying to mobilize the resources of this country-for defense. During -
1940 and 1941 we fumbled so@éwhat;throﬁgh.that,st@gexquorganizingvthe;

Finally in the spring of 1943 we did achieve our maximum.leval . of war
and total;outpuxtw,In’%hat,periaﬁ.there were encountered experignces of
an organizational naturs and afbasic~econ¢migfnatux » ILiam sure these. -
experignééé'Should'be'of<interast‘to you .in terms of preparing for future.
‘problems that we mey have in mobiiizing,this'cquntryafor nilitary -
activity. : . ch e e e ol S e

s
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I would like to break down the subject generally into three parts:
first,-maximizing-bur‘total-output: gecond, the division of. our total -

" output-between the military and nonmilitary uses; and, third, the ..
economic implications of mobilization of our total resources for war.
Then I should like to talk just briefly about organizational}problems;

. First of ally, 1t seems to me very clear that for-any country to. .
conduct military operations in the most ambitious and most successful -
way, the maximization of totalioutputfiﬁ‘reQuired;,fTherefore; I weuld ..

set down as the first objective of any military mobilization plan, * ..
getting the most out of the economy. - It ‘is obvious that with the

- maximum production we can have the maximum diversion of resources %o ..

military purposes. That is a cardinal principle of wartime planning. =

, That is the principle which faced us in 1940 in a very serious .

degree. Those of you who have read aboutfthe‘expe#iencés~of‘the’early

agencies, such as thé Advisory OommiSSion,.the_Office;of Production ¢ :

Management, the Gombined‘Production‘Reééuxceg‘Board,”and_éven the War -

Production Board which didn't come in until the war was in effect, will -~

remember someé of ‘the very bitter fightsjthaﬁﬂtcok‘place on this whole @

‘matter of the expansion of the capacity of the country to produce,  That.

‘was the first big issue that‘was_faced:and'fought out by the defense
organizations.” : . A T R

We had a big battle in 1940 as %0 whether or not we needed’more o
steel. I don't think we nave to'go too deeply into why the dispute
* took place, but wé must understand that there was resistance to expan-
sion: That resistance was completely sincere. There was no question ' -
of patriotism involved. There were many people who felt that we should
Ve cautious about expanding our productive capacity, because, after
all, ‘they Hoped that the United States would not be in ‘a perennial =
state of war and there were some considerations of a pea¢etimé:naturg'
which had to be taken into account,: I don't single out the ‘steel '
industry because it'wasian-isolate&'iﬁstance,'pr because it was the -
only industry or group of industries that objected to sizable expan~ . "
sion., R L, R

. Their position was primarily this? "We have roughly a 78- or
g80-million~-ton steel capacity invthe:UnitediStateSa>,Ovér~the;last'i
ten years we have never come anywhere near. using this capacity. _As,
a matter of fact, there have been very few times in the previous -
history of America when we have had a heavy pressure against steel .~ -
capacity. 5o the degirable policy would be to go slow on a major:
expansion of steel capacity uitil we are sure we need - it." There were -

. .others of us who felt that more gteel would be needed if we went to -

war and who said: "If we walt until we are sure that we need it, it
will be too late." We thought that the steel industry ought to take &
gamble and expand. : C '
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-Some of us who were fighﬁiﬁg’fbristeel.expanSiop opérated undar some- |
what of -a disadvantage in that we were accused;of,being;théjﬂfQLA;employu
ment boys" or #heiﬂlongqhairs“‘or*whateverfthey.wanted 6 ¢all’ Us, because
we feltﬁthat_dnéAof,thé:majér peaéetime-edonomic‘queqtivés of the United -
States was coﬁtinuous;fu;l eﬁployment;~vThat_may‘have,s¢uh&e@‘at'thatlﬁime
as~sart.of,wishful'thinking'after-ten,yearsﬁof‘substéntial unemployment in
Ameripay_fBut-at,least;the objective was to try to.get the economy back:to -
afreaily=prosperous.lev¢1,“ Maﬁy'of ué had analyzedﬁleve;s“af'employmeﬁt,'
uneﬁplayment;:and*prpdu@pibﬁb“ We had come out with all kinds of relation-
ships which indicated that even~without'a-war, if we in America were to:
have full employment, we would need more than an 80~million-ton steel . -
capacity. ' R b . Fe e , ' s : B

_ Well, it was a long and bitter fight.. ‘Finally it had to be decided by
Eresidentiaoosevelt, wnq‘litérally issued a directive that there was going
to be 'an:expansion of stesl capacity to:the extent of 10 miliion tons,

- whether privately:figaﬁéed or'government financed, Some of it, by tha -
way, Was.goverament financed, as'we know, through the Defense Plant :
CQtﬁoration;‘ﬂWe-didjget"tthe‘IQTﬁiIlioh,toﬁs~b£ stsel expansion. Whether
it should have been‘mdregbiﬁleasfis_nbt especially relevant. But the basic
point tdfgetfacrOSs.isugheffabt]that‘in-that‘period,theréiwas~this battle
-as to-what should be done to maximize our total output. It wasn't only in
steel, It wag in machine tools, in aluminum, -in many other areas where a
sharp and often bBitter conflict occurred as to whether,qr not ‘there should

be expansion in capacity,

;Againﬂanduaééiﬁigit"sbpulﬁtbe‘emphaeized;thatAin.planning the mobili-

' zationf¢fvpﬁrQreécurpes f6r7mi1itary purposes, -whether it be for defense
dr?totalﬁwarfaré;;dné cardinél?principle*oughx always to underlay our.
whole thinking, and that is this: We must do all we :can; Obviously
‘within the framework of our free economy, to. get the largast total output
out of:theﬂcountrY’s‘resources. It was quite late in the actual stages
of the war before some of our expangion was really completed.. The next
time, in laying out our objectives, we should set ambitious goals in -
terms:Qf«ihcreasedrproductive'resoﬁrces and ‘increases in eapacity, so
that we will have the biggest possible pie:out-of which we can take the

biggest possible piece for military requirements,:

of coﬁrse, thiskisnft appliéablefonlyfinathé area of~induétrial-fa¢il—

ities.” It is also a matter of conterning :ourselves with the area of man-
power utilization, During the last’ war we recognized rather quickly and
reasonably early that the total labor force ‘is 'an expansible one. It is

& bit like a rubber band, It basn®t ‘very rigid limits. When wé. entered
the;defense’effort'iﬁ”1940;'Wefhaaféboﬁth or 10 million. peoplé unemployed.
There were lots of individuale who thought that once those 8 or 10 miilion
were abserbed into the military personnel,. or into industrial embloymeént,
that would literally he the end of the mobilization of manpower. ‘Others

3
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thought’a;little'ezpansion in manpowep'above,that lgvelAmightgbe possible.
But T don't believe that in 1940 there'were.manyhpeoplajyhg”thpughﬁfppap‘
the 1labor force could be expanded as much as-itjacthally_wasgaurﬁ & the
war.  We obtained;azvgry:substantialvincrease.in the labo;ng?Qé[(;libyﬁ

keeping the older peoplewin,ppqduct}yegService~muah,longgr,’(2).ﬁYfﬁfiﬁéf

ing in manyrbf'%he-youngerupeople\who.nqrmallyvwould;bavegrgmaigé¢;§p :
~school, and (3) finally by bringing in@d.the,labor'market‘lots”dfgwgmem“_

who normally would stay in~tha.housg'and who weré;perhapswmargina; wofqus

and could move in and take Over the less demanding jobs infthéfe¢q@o. ;
then the more capable people, the.mOré_Qfodugtive,workegé; cou¥&7ﬁd?e_into
military production or military operations. go thers is the mattar of
planning expansion of manpower as well as planning gxpansion of productive
~ facilities. : L

Of course it is almbStfﬁeadléSéitotéay thét‘we1haéé}tb expand“?gtibﬁlyV_
fabricating facilities . in.terms of plants and equipment ﬁbyprddﬂbe“fiﬁiﬁhed

or semifinished goods, bub we_must_alsq‘plan:tc expand our raw material
resources to the maximim. - That means being sure that standfbyif§¢ilitibs

 are available in terms of bringing-backlihtpﬂprbdugtionpsnbmargiﬂél min§s,
; perhaps'providinglincentive systems,tofprodude and.increaée,ths]sﬁpplyjbf
minersls and metals and the prodbcts_of;various;chemiqal;;nﬁgsﬁriéé-,ﬁﬁll
kinds of basic materials must;be,expanded. SO e
. The major point is bhat‘we,musﬁxﬁe;cé#tain;t¢fdo eVefYﬁhingiPQSSibie
4o provide the maximum. total output. - That is the rirst essential for
really all-out mobilization. ‘ o L

How that is accomplished is not a simple matter. In'the'iaétiwar we
‘used various techniques. One teqhnique.Was direqt}governmept,inveatmént.
. mhat was done through the Defense Plant Corporation primarily;,whgge the
» Government built productive facilities. . The .armed forcesvdidfﬁﬁat_toqfin
terms of ordnance- plants and,naval,gun_fadﬁbries and btheivfaCilitiésféf

s military nature.  But the Government alsa built steel mills and other
7produotive*facilities which have use in peacetime. ‘ S

That is a direct method which we might characterize as being incon-

‘gistent with the free enterprise system andnnorﬁallg‘not_desirable, In

- normal times it is not desirable for the United States Goverrnment t0 80
‘into production in competition with private‘enterprise.ﬁ There are arsas
where this is to a-.degree inevitable, such as in water and electric power

development. /It would be a mistake for the Government today‘to‘bdil& ”
gteel mills and automobile factories and aluminum plants. Those should

- pe left in-the area of priﬁate.enterprise. On»the‘other‘hana;;ifﬁwéfﬁére
to decide that because of military demandsfwe‘heeded'large stand-by

. capacity which we couldn't get the private enterprise area to build no
metter what incentives were provided, then maybe it would have £o b done

by the Government, But tbat'shcul& be the last step, the 1ast MeaSUre,
taken to achieve this objective of “expansion of capacity. ‘

4
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When;a corporatlon is g owed the opportunity of amorulzing
: i : ity 'n,a very short period‘of tlme, let us say, in five .
"-‘years, it ls a t ve.  If they get five. vears' uup o

; ~',” riod of militarJ operat;on when profits are. very sizable, .

can amortlze that pl&nt ever these years that means these faclll—
98 “practically free at the ena of five years. That is a very
Taﬁﬂré bive inducement to private bu51ne53 to build new facillbles
) especlally when peacetlme uses of the facl’lties can be antlcipat=d

Now we come to the next questlon, wklch is a very difficult one, hpw
do we divide this blggest possible pie between military and civ1111n?
VThatAls a difficult tagk, the claims are not easy to measure or reconcile.
Let i Stand that"%he impllcaticns of this division are not Just
plogical, in th _sense of selflshnessp_ You know, some people in
i s 1941, and 1942“were inclined to think that military officers, when
_they set their requlrementsfhzgh, Just didn't care about the 01villan,
7 Qh9!nonmi1itary or the indirect military needs; that they thought, "Just
- give us all we think we might evar need’ without any limitation and the
“Trest will get ‘along all’ right." I don't think it was really that kind of

shortsightedness. Perhaps it was sometimés a’lack of realization of how
 important the indirect military and nonmillt%ry needs were to military
: production. On ths other hand, ‘thére were. some military Ppeople who felt
that the civ1lians in the econemy vere being coddlvd, and that civilians
© didn't want to give up anythlng at all that they thought; "To the devil
1with winningvthe wer, we are going to keep our comforts.~-—

G

Fu You have eard the expression.. "Guns or butter~~whlch are we.going

. to have?" I remember a high War Department official comlng into the WPB
'gmeetlngs and’ complainlnv because trucks were being used to dellver soft -
drlnk bottles ‘He thought trucks shouldn't be allocated for that. purpose,
that soft drinks were not essential. Well, it's always a- ma*tpr of give
and take, back and forth--what is really needed to maintain the civilian
'economy. . :

Thera is no question that g0’ muuh can be taken away from the c;v111an

economy as to destroy the incentive of. the. 1nd1v1dual workers.. Thgre is
‘:no questlon that so much can bs taken away as to dlsrupt the continuity
of civilian llfe as to seriously curtail production. Surely, automobile
5output for ‘eivilian purposes must be - ‘limited. But, after all, we. must
- réalize that a place like Willow Run is not rnadlly accnssiblo You .

- don't crawl out of your bed: in the morning and walk across the street to

‘Wlllow Run. . It is way out in: the woods.‘ People had to truvel long )
.. distances and they needed cars. 8 " ,
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7 It so happened that we hag a big supply of -antomebiles~-enough to form
8. surplus——-so we gqt'along:allwrigthWithdut producing any new:cars -after
early 1942. But, nonetheless, we nad to produce the fiel and provide the |
replacements to make. the cars: go. "With no transportation facilities’ for

workers in tank producing plantsQVWe wouldn't have had tanks. So it is a”

matter of balancing the various needs, and it is not easy o decide where -
“the balancing point. is. ‘It‘is‘alSO,diffiéultfbecause’civilian'régh&reéi?‘ i
ments are difficult to dotermine. Many of such requirements are really -
indirect military needs and no? just civilian medds.” ° = o AT

The problem, of course, comes down to torms ofithe criteria which are
used in making these apportionments and allocations. “One of the greatest
deficiencies or weaknesses in the whole war production effort and in the”
whole relationship of military to civilian came ‘in the area of deciding
the balancing point between military reguiTements and nonmilitary reguire-
ments. . We neyer”reached;afscientific basis. We probably never: should-and
never will get, it done prepisely'because;ongfCan't-just-sayothat*w9=ne@da
twenty units of output here and ten units there and nons’ elsewhere, with
a high dégree of assurance, . s T e e T T e LT

“«

0f course; in a sense,'thé’décisiang-ulﬁimatelyVhavé*to.be“arbiﬁréryi
They can't be done by means.of & 'seale. There:is po scale based on
economics or sqmething‘elsa_which'WQuld”permit,anyoﬁe~to say, "This weighs’
precigelypthis,mnch.in‘terms;pi’its,n@sd-andithetefore tHe allocation will.
be mide perfectly." Rather, it is mecessary to have many verbal battlesi -
Claiménts, some real and some bureaucratically conceived; must ‘go Yefore
different committess and argue as to which program is justified rAnd which
is not; who should get this and who . should :get that. Some days ons group
is deeply hurt and other -days-another represéntative is deoply hurt, but:
in the democratic process. it gradually works its way out, I don't think,"
frankly, that we can ever determine precisely and automatically -how ‘that
pie ought to .be distributed as betweon direct military, indirect military,
and civilian." o ) . e Lo el R RS
But that in turn raises the question as to what are the real reqaire-
ments. The division of total output between military and civilian depends
upon the basic requirements of ‘different categories. I would like £o “talk
‘about” that now with serious emphasis.. . = - . L ST R

‘Let me tell you a little experience we had in %he war that ‘left a lot
of scars. .Back in 1940, when we first met %o discuss this problem of
mobilization for defense, thers wasn't in a solid sense, any real ‘military
requirements program. The military pecple who were 'in the picture at the.
time realize that this was the situation. ‘The Munitions Board had the
PMP schedules, these different schedules of requirements for two million men
and four million men. I remember that when we went into this sudbject in -
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the spring of: 1940 we:igtarted asking a lot ‘of detailed questions and ve-
came-nuisances very guwickly. You can well appreciate that, because we -
sought- things which didn't exist. Mogt of the’ people there admitted that
there wasn't any real: requirements program in" the true sense o? the tnrm

s cIn the sprlng,of 1940 *he Unlted States began to expand m111+ary
productlon and it:was. done sort of aaphazardlv. A-little order- was p;aced
here-and a. bigeer one there. Then somebody decided we ought to have more
 of sométhing else. Frankly, it was very lucky that forsign orders were .

coming in then. They helped plenty. Our altlmate mobilization was

speeded up in. some real measure because we: bad a lot.of forsign orders in -

1939 ;and 1940 and they were firm requirements in- the sense that orders

were placed.: After all, you can- ‘g0 ‘into your corner grocery store and

tell-the fellow, . #1'4 1like to have six pounds: of cheese and four T-bomne
.steaks." ‘That is nice, but if the next thing you €ay is, "I have only
. énough money so pay. for onz.of each," your desires are not a real re-
quirement: in the true sense- of the word.  Those orders thaﬁ came from:
overseas were firm and they.did help in terms of stepplng up our mobili~
zation. As Unitsd: States ‘ap ri tions wers snacted and contracts '
placad, the whole process of economic mobilization was speeded up, The
“ lack of early programming 1s evidenced by ‘the helter—skelter way in wu‘ch s
approprlations requ@sts Were built up and submitted ; :

a5 All &urlng 1940 and 1941 theAe was 8 real strugﬁle here in: Washlna+on-
ag to what ‘was really needed to win the war. Actually, the term 'what we
needed to ‘win, the war'" never came:into being until 1941, but we were- trya
ing to get a rounded picture of military requirements. I remember in the
spring of 1941, when several of us in the War Production Board were talk-
ing-about requirements, we got into a discussion with some ofvthese‘people
who were concerned with-military strategy and we asked, "What is'really
,neededj"‘ Of course, - if you walk up to an officer: in“ the Air Corps and -
sayy !What is really nseded?" he will say, "I would like to have lO OOO
‘airplanes." If you ask, "When?" he says, "Tomorrow," Well, I don

blame him. That would be desiradble. You say, "You can't have them
tomorrow. When do you-really neesd them?" He will say, "As soon as I can
get them." - We asked, "What about & time schedule of requirements?" Well,
~his time schedule in terms of what he néeds is tomorrow or as soon as he
can -get them. But you can't set a time schedulse. of requiremen+s compl@tely
in the absiract, because it has to sort of mesh with what is possible. - So
 that requirements. in-a real sense come down to what is needed, and that in
turn - has to be scheduled in some relationship to what can pOSSlblY be
,produced with the maximum;of qpoed and effort. - s

In the sprlng of 1941 there was one man in this country who in ry '

,j~book was one of the greatest: contrlbutors ‘to all-out mobilization not only

in: Amerlca but -among the Allies. He was a rathér interesting little chap
'by the name of Jean Monnet. Most of “you’ probably never ‘heard of him. He
' is the brain father of thisg Plan for coordinatlon of’ stenl and coal

7
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Prodqction,in'France and Germany.” Monnet: wss the -coordinator. of French-:
English production 'iri 193% and 1940, * He:i¢ a fellow who ds brilliant. 1ny
codception.*-Héihas‘real"ideas.?,Hemsets.awdeflnibe,goml,tfl?u:es_nqw
reach it, and ¥eally sticks with it until results are acheived. . .

Monnet- céme over here after France fdll.: Although. he was:a. Fréncn

citizen, he came. over.here as dsputy head of the British Ministry -of .

Supply in North America without portfolio. He held that big job in. +hs,;
British setup even though he was a-French citizen, - He was dbusy germi- -
nating ideas. He expounded and hounded rong. simple idea which basxcallyf.

'.should have been obvious. He- decﬂded at the end of 1940 and-in the -

spring of 1941 that the war with Germany wag going to be won by Amer1canw~

production; and that therefore 1f it was to:be a viotorious war for ‘the:

Allies, the: Amerlcan economy had £0-.g0 all out in: pro&uction.

That sounds reasonably obvious, but to translate tnat conceptlon 1nto
reality wasdi't quite so easy. Monnet-is the-kind of fellow who works.; :
well with top leaders. ‘He gets a téam of people working with -him. - He -

- would go to see Harry Hopkins, and. if Hopkins:thought the proposal was

a good idea, Monnet would go and talk to Roosevelt. Then he would cabla

to someébody he had working with him in England to:.go in and get. Cnurcwxll'

reaction. Then he would go to see Stettinius -or talk with Donald Ke1son.
Before you knew it, he had a lot of people working with him and for his
idea. He was the kind of nerson who would go around pressing .other Psople

rand gettsng them to push each other. He would tell them what was happening.
“He would write letters for them, He was really a wonderful maneuverer.

He dld a magnlflcent JOb

Flnally, in the ‘summer .of 1941 Monnet had progressed to a point where
Roosevelt and Churchill had agreed on two things--one, that they were -
going to set up a schedule of what was needed to win the war; and, second,
they were going to integrate the British production with American,  In

other words. they would try to integrate the productlon of tﬂﬁ mdgor
Allles., ) . O R '

I'vas. amazed when we started to talk aboﬁt those cbjeétlﬁas in the

."summer of 1941 to f£ind that in the First World War there had been 1iter~u

“ally no exchange of production information between the United States and
“Great Britain. There had Dbeen 1ntegrat10n of military activities to same
~degree, but there had never been any integration on the production- front,

I talked with.officers who said, "In 1917 we didn't know what the Britisgh
were produclng quantitatlvely and they didn't know what we were pro— o
duc1ng. : : '

“Well, when the top men decided that there were going to be those. two
objectives-~one, setting-up.a real set of: requirements needed to defeat
the enemy, and; two, to integrate our production--then came a trip which’
Stacy May took to England.  He went over and: brought back: data on Brltlsh
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* scheduled productiqn ‘and requirements in tanks, guns, and §0- *ortn, in

major categories.’ v“hev ‘had about 30 or 40 categories~-an iaircraft, anti-
tank, tank guns, alrplenes. mercnant marine: ‘ships, submarlnee, and four- or
five classifications of naval vessels. “He brought back data-gs to the- then
schedule of production oy the British It was the first time tha+ the
United States had any data like’ that from an. ally. ‘We put the Unlted
States and Brltish figures togetﬁer and-the resultlng figures” were avails
able to both gides. " So. for the first time we had a projsction of pro&uction
by quarter~years by beﬁh counhries, so they could integrate tnexr operatlons.

v President Rcosevelt than asked the armed services, "What do ‘we need to
win-the war?! ~That was when the real ‘struggle began. ‘A Lend-Lense hission -

‘went ‘to' Russia An the garly fall or late summer of 1941 and cane, back: W1th. _ -

the Russian requiremeqts. »»»»» So; ‘then - we had the Lend»Lease requirements and- o
we had those. of thé Army:and the Navy., | “We. ¥ad a tougher- time getting the: .:ug
Navy requirements than we did the Army,. although it was difficult all the
way around to-get them, 3But finally in the fall of 1941 we 4id get a set
of what were said. to be the requirements needed by~ ‘everybody to win the .. e
war.:: The- figures ‘came. out totals such as 125,000 tanke, 200,000 airplanes. pon,
20 million tors of merchant shipping, and so forth I don't remeémber the - - -
-detdils. . But the requirements data all came in and we flnally put them
together. : S = ; ‘

Then the questlon ‘came up,a"How, what aboux timing?” After all 3
»”zoo Q00" alrplanes produced. in . twen*y years wouldn't be tough. but what o
about this number of airplanes in‘oné year, or -in two ‘or three yearsf

So we started what was the first of the feasibility analyses. Wnat aid

we mean by "fea51b111ty"? ‘It meant the maximum that could be accompll hed
With the use.of" some cryetal gazing and a few 1ndirect devices weé came. out
in the'late fall ‘of 1941 with what we regarded as & bagis for .thé rictory . ..
program. ~We said’ that ws thought the ‘country could meet this set cf PR
ob;ectives by the spring of 1944 or waybe it was vmry late in 1943

Then we scheduled out the pro@ram by quarters ‘a8 ueet we coula not
on the: basls of precise enyiveerlng data;, but on thu basisg, of what man--
power we had in the" ‘egonomy, our nationel income, ‘and the available supply
of -stesl, copper, and aluminum.' We used those thres critical raw materiale.-
There was obvlously a lot of Judgment anﬁ guessw0rk in the process. ' 2

Finally We said this 15 what We' think. could be accomvlisbed bj such a‘
date, and thus and thus’ is. the general trend 4n which. it .would -zo and the
- rate of ‘increase. Those figures went over to the White- Heuee.‘ Lord
Beaveruroock was there at the time, and he. urged the President torraise o
the‘figures, ‘ahd: thHe Presldent did just that., You know, right after Pearl
Harbor-the Prégident. came out with his” so—called victory program. The -
vigtory program, which ha&;been submitted o him- wae-pretty amoitious,-
‘but when it g0t through the & -Holige: it was’ much ‘more ambitious, and '
there was. a Gueétion <ds t ‘her 1t wasn't toobig, TN
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- The ‘problem of programm1ng became serlous 1n the spring. of 51942, Ye~
cause requirements were still flexible.. There was & general tendency oo
raise the requirements even above ‘the objectives which had been set. “I..
think part of this~tendency-etemmédifrom»the:factvthat]the,requiremenﬁSfF
had never been laid out in total, and what we had been working with were
eritical. items——alrcraft ‘tanks, ships, merchant vessels, and‘so forth
In working on the Victory Program, we. didn't go down the. line into all

- ‘the complements needed to balance out the program, - As a matter:of . fact,
it wasn't supposed to be a balanced program at all, because many. of thess
items were out of line bBecause of special requirements from pur_allles. E
So there wasn't a balanced set of requirements. in. the Victory Program,
“But as soon as these big requirements were set by the President, every-= o
body wanted to balance everythlng agalnst these key~1tem requlrements :
Before we knew .it, -instead of having a program which was ambitlous, We
had a progran that was ‘a b1t on the fentast;c side because 1t was Just&f9

oo 1arge, . . : . R .

At thet point I want to say that in the matter of mobillzlng res v i
sources to the mmxlmum degree, ‘there: are two criteria. One is to push:
“the ob;ectives up to the point where there is strong pressure all the
time to try to achieve ‘them, ‘But, there is the other: consideration of
not overdoing it; because, if the objectives are 100 ‘large, then the-
maximum will not be achieved, .If requirements are so big that it is:'

. utterly. impossible to achieve them, I think there will be A degree-of =
chaos in the whole moblllzation and- production program fhat will held-. ...
down or_ at least not maximize total production,  The’ degree ‘of i falpure
'may well vary with, the degree of excess, 1n the requlrement program.

All durlng 1942 there was a bltter struggle between the people in: the
armed services and WPB on this problem of. programming. - Whereas the ..
civilians in 1940 and 1941 had been working on the ‘side of higlier require-
ments. with the help of some of the military men, in 1942 the civilians.
began to work on the side of not letting the requirsments run- away and -
toward cutting them down when it was obvious they were far beyond, feasi~
bllltyaf So there was.a'very bitter struggle. - We had a really terrible
time and the g01ng was rouvh someg’ tlmes TRl e

_ We 1n WPB wanted to get the requirements back to what we: regarded as
‘feasible. The services felt that we had made a mistake in.pushing them -
up, but actually we hadn't. We had suggésted certain levels and then .-
they went far above them.. 2 - e S e e B

I think the reason for our. ‘fight for ambitlous bux fea31ble goals was
clear, ‘Each procurement service was buying at the same time,  The Army:
was buying here, the Navy there, and the Air Force here.  The Merchant ;..
Marine and the Maritime Commission were also buying, and Lend-Lease ‘was -
buying. In the Arfmy the Chemical Warfare Service was purchasing here; =i’
the Quartermaster Corps there, and Ordnance elsewhere. And it was not
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that they didn't ‘care about achieving a maximum result. " Yes, there was
considerable teamwork; but the fellow who was buylng a certain item in the
Quartermaster Corps didn't know what the fellow was 691ng in the Chemlcal
Warfare Servzee. They were competing with eacb other. - :

You st real 113 that i’ ybu have obgectlves such as ‘those that we. ‘had
~in the late spring of 1942, calling for 120 nmillion tons of steel, in- -
cluding essential indirect military, and there were only 90 million tons.
of -steel available, something was going to have to give. If you build
fabricating and end-product plants to consume 120 million tons of stesl '
and you have only 90 million to give ‘them to work on, some of them are not
going to be used. - You are going to get pieces of this and pieces of that.
You won't be able to finish many items, because everybody else is grabbing
off-the things they too mast get. S0 you must set a goal which is on the
one.hand ambitious but on the other hand reasonably feasible. That was a
real problem. I assure you that this is one of the most difficult and one
of the most serious problems in overwall planning, because if you don't
have a bxg enough program; you are hever. going to have an all-out effort;
_ but 1f you have too big a program,,the scheduling job becomes impossible.

I remember one of +he fighte we. had in 1942 over the question of
reviewing the new-. facilities program, Objections to building excess1ve
facilities, because of the 1likelihood of inadequate supplies of raw
materials, were met by arguments: that the precise scheduling was im-
possible. 'That is precisely why over-all programming is so essential.

In 1942 some facilities which were part way through had to be cancelod.
There was no point in building them. They couldn't have been utilized -
anyhow, There were t00 many facilities going up. It wasn't too seriocus.
then; but I think if. it had gone on in any great degree, it might have
become quite serious. It required a considerable effort to hold down the
~facilities expansion program because of ecach service seeing only its own
needs and striving to satisfy its own needs., Fred Searles, a co-member
of mine on WPB's Planning Committee, did an outstanding job on this
prbblem, bux not w1thout strong words and some stiff eonflicts.

Scheduling of raw materials, components, and facilitiew is really
impossible if the total objectives are far greater than can possibly be
~achieved. On the other hand, even if you had a perfect program, you
wouldfstilluhaveitorhavelseme*sehe&uling. Let us say that you could sit
down and with a reasonable degree of precision say, "This is May of 1950.
If we had a war starting three months from now, in 1951, we would have -
100 million tons of stesl; in 1952, 110 million tons; and so forth. - Here
4s how much aluminum we can get. Here is what our obgectlves can be. We
can’t cut. the civilian down more ‘than suehrend—such percentage, and this.
is left for the military." Let us say that we set up a military program
based on these data on resources and on other nseds. I am certain that a
good scheduling allocation would still be necessary. '
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i The reason for that is the urge of .each person to concentrate on.
success in carrying out his’ 1mmed1ate assxgnment. Everyone can't keep

fhls eye on the over-all picture, and each one who is trv1ng to do a JOb

in the cell in which he is working is going to try to do his best gob
The fellow down in hemlcal Warfare is buying canisters, let us ‘say, whlle
the fellow over in Quartermaster is buysng trucks‘ That fellow in Quartar~

;master is going te try to get all the trucks he ‘needs and, preferably anead
»of schedule., It is his job to fulflll hls requiremenvs. Every o+her
1ndiv1dual is g01ng to try to do the same tkin . Some are. even going’ to

hoard a bit. :They. will try to get a small invvntory of materials and com~
ponents, especlally the eritical items, bacause every one- of them knows

-~ that if he has some inventory in the plant with which he 1s working, he ;

will be reasonably safe. The next. month there may not be. the supply

‘that there is this. month and he may fall behind in .his schedulen Every«t

body is out trylng to do the best -he can. Therefore you need. soms degree
of .control in terms of inventory -control, in terms of allocation of :

_resources, and in terms of . sche&uling.,

The allocatlon systems which were developed in the war, PRP and VMP
wers not bad. They were not the ultimate in perfection, but on the w%ole
I don't think they were bad. You must remember that we live in an econcmy

in the. United States which is not totalltarian, which I hope will neva

. be totalitarian, where you can go to Ghrysler management and sa;, "Iif voﬁ

‘put more pounds of . alumlnum in production than are nesded, we are going to
‘hang you in the central square . in Detroit, " That is not the way America

operates, and I hope it never will be. - There mist be a cons1derable L
degree of latitude allowed to - indlviduals. Therefore it is 1ecessaryAto

7  develop the kind of system which isn't so tight and precise that you .
"literally destroy the 1ncent1ve and 1n1t1ative of every individual and

take all Judgment away from ‘him,  What you bave to do is- %o 1mpose‘

B certaln llmlts whlch don't let people g0 too far. out of llne.;

The materlal control svstem develOped during the war - reasonablj well
achiéved that objective, It wasn't so precise that we avoided in ultlmate
terms some wastage and some accumulations or avoided some materials going

-to the wrong places. But the balance between restrictions and freedom

was reasonably well achieved and the results were not unsatlsfacUory.

1% wasn't easy, by the way,- to . 1mp1ement many . of these controls.i f_

,.remember what hapnened in 1941; when we were. beglnnlng to. talk. about
eutting down on. automoblle productlon° The resistance of the auto .

prcducers was not 3 quest1on of patrlotic motives.. You can't blame the
automobile 1ndustry for not wantlng to have auntomobile production cuc;;l
1mmed1ately I remember when the first: suggestlon was made to cut pro—;
duction and then finally to cut it out entirely, the ms,m:x:fa.ctJcrerL~ said,
"We have 1nventories of axles, Please allow us to go- ahead and -use thom
up." If you let them use: up ‘the 1pventory of axles, they would find they
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: still have some wheels.‘ They would use them up. and then they would have
a few carburetors. " If you let them finmsh uszng them, ‘they would never’
stop, because there would,always be an 1nventory of somethxng It is not
easy to 1mpose 11m1tations.._,', : 4 : "

Ve,

. Ina sense in a democracy 1t is that ling'and puehlrg of interests
back and forth whlch asually brlngs us‘ _“somewhere hear the right con~ "~
clusion.' One person might say. “It would be desirable to tell these
,people, ‘Here is the decxsxen you- are g01ng to stop at suchrandrsuch a
point and no- argument o Well, tnose arbitrary decisions can be made in
a totalltarlan economy. Maybe. sucﬁ an ‘sconomy is'a little more efficient
at times than ours. ‘I am not sure ebout ‘that at all, But in our cconomy
you.glve and you take a little.. Somebody gets a llttle :teo mueh and
"somebody gets too 1ittle but ‘the. excesses aren't often~calamitous or:
groatly unjust. ~What we went through in 1941 and 1942 was a process of
negotiation, of giving and taking. I think we finally came out with the-
Xkind of limitation orders, of allocation systems, and of sohedullng
'prooedures whlch worked out pretty well.

CEEE S A

.1 am gozng,to leave that point and 20 on to aqother oce. "1 am sure
“you.will have’ questlons on this matter of reqpirements and elloca*lon,v
but I. want to touch llghtly on a few otrer iﬁems. especlaliy on tbe
ﬁeconomxc impacts.~_ R o 4 . .

So far as economlc lmpacts are. concerned, 1f we understand how th1s ‘
economy works. we can readily understand some of the fiscal problems. tnat
are: related to mobll;zatron for wer.;gl am going to over51mplify the .
picture and say thzs 40, you- The natlonal income 1s a measure of two
thlngs.f .On the. one hand it is a measure of what tne country produces'
1n,gqods and serv1ces. If you could Just close your ‘éyes and imagine a
big plle ‘over here of alI the automobzles, amusements, ‘clothes, houseés;,"
chairs, machlnery, alrpianes, hazrcuts, hxps, dentml ‘care, education-~
all the thlngs that a country produces in any. one yemr—~th&t would be the
national ‘income, It ig ‘the vdlue of the product‘cf.the .economy. “On the
‘other’ hand thé wageés and salaries pald out, all the 1nterest the divi~
dends, . the undlstrlbuzed proflte, all “the incomes that aré recelved by or
accérue “to individuals, these are anéther neasure of thé nat J.onal 1ncome. .
In other words, the natlonal incomé is a measure of what we' produce and
of ‘the claims over it. That 'is why if you’ study natlonal income flgures,
you see the income broken ‘dowd by industries or ‘types of products, or you-
find it broken down by types of income and size<<some received 1,000
dollars, and some one million’ dollarg, and go on. You find i% broken
down between interest and leldends and wages. The one is'a claim on the
pro&uct the other 1s a measure of the product

o
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Now, 4if during war you want to take this pile of outbut, which must be
made as big as poss1blei and you cut out a slice and’ $3Y5- "mha* goes for
war," then you must try to relate the fiscal side, the. money 5169, the in-
come side, of it to the allocation of the product side. You have to begin
to realize that you can't let all this income lie around where pecple are
going to try.to buy goods that are not availablé. Don't forge that our
ocne measure of the national income is equal to. the other. “If all these
goods are not available to people to buy, you have to get some of their ..
income away from them, You have a fiscal problem of diverting some of i
your dncome to Uncle Sam who suddenly has uecome a huge buger, SR

Uncle Sam is taklng this big chunk of goods out of the national oroduct
for the military. To balance that, you must try to. take an equal amount:..
of money from the people. You sither tax it awa; or: borrow 1t. Dependlng
on how you tax it or how you borrow it, or to what ‘extent’ you do. one or.
the other, you are going to influence the ‘price- 1nvol and you.are g01ng
to influence the stabllity of .the’ economy. "1 : a

In the last war we raised taxes tremendously. In 1940 .our. total tax.
take by the Federal Government was something around 5 or 6 billion dollars.
Taxes rose in 1943 to where they weére around 50 bxlllon. That means that
the Government took away buying power from people and from business by
taxes. We did it, first, to pay for the war to the extent that we could;
and, also, to get some of that buying power from the people so they - - ..
wouldn't be competing for the limited supply of" goods left over after ‘the
services took what they meeded. If the people had, more.. money to spena
than there were goods and services on whlch %o spend thls moqey, prlcps -

~would tend to rise, :

The money ralsed in taxes was not enough 4o flnance Ahe war, so‘bhe
Government borrowed the rest, Now, to . the extent that’ the borrowing .
process. fs a voluntary .one, that is, ‘done +hrough t%e purchase of war
bonds, you ‘leave quite an - 1n¢1atlonary pressure 1n the economy by not
taking dway enough.purchasing power and also you increase the- ‘national - 4
debt, To, the exxent that persons won'¥: voluntar;lv vy enough,government SR
bonds with their. sav1ngs, the. Government must resort to credit expansion:
and that is 1nflat10nary. A lot of people are worrled today Pecause-. tne
national" dsbt is over. 280- bxllzon dollars, whereas it was around DO
billion in 1939, Well -all I say is:that 1f we' didn's Iike = blg debt
then we "should have liked bigger taxes. It was necessary to have one or - .
the other.. There is no point ‘in-being against both of’ them, Yet At is -
interesting to note that most of those people who scream about 2 blg debt :
are also agalnst blg taxes.; _mf 3 - ', LT Al vy

There is no guestion that our debt wouldn't have gone dur_"g the
war from 50 billion to 250 billion if we had taxed more money away. Some
people said, "We can't afford to be taxed more." That is nonsense.
People had money to buy government bonds, so they had money for taxes.
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- Whether we. should have taken all the money to finance the war in taxes in- -
. gtead of taking some of it in bonds is a serious. 1uestlon, because there.

- are psychological’ implications. People feel better when they have a bond
on- which they have a claim, than when' they paJ their money to Uncle Sam

1n taxes. clen ‘

You have to work out your -tax program, your ‘bond program, your whole
f1sca1 operatlons, according to various considerations, What are the
lmg-run economic implications of an unbalanced tudget and a higher debt
as against a balanced budget and no debt? . What are the incpntive impli-
‘cations of zetting most of the money for the war from the people through-
taxes ‘instead of bhorrowing it from them?” What ‘ars. the implications in
tepms of inflation? Thers is no question that the more you tax away
L from people, the less money they have to spend and the less inflatlionary

pressure thers . is in the- economy Bux you have to think also of in-
centives. - :

Those problems of fiscal nolicy are extremely important to thlnz,
through 'in advance, because they affect production. Let us not kid our-
'selves. If you don't have incentive enough, you may not get the naximun
production, no matter how much flag waving and speech making you do. I
am convinced that without accelerated amortization, many of the indus-
triés and plants which we now have ‘in this country, which were built
during the war, never would ‘have been built. You must try to figure how
far you must go in offering incentives., Men who unselfishly sent their
sons. to war and lost them still ‘insisted on substantial incentives in
producing for war. It is an inherent characteristic of business enter—v
prise in a free economy, : :

‘Many people feel that if we hadn't had the excess profits tax, we
,would have had a great deal more production. I doubt this myself, Ve-
cause the profits weren't bad during the war even after the excessr
profits taxes were pald., Profzts of corporations averaged 10 billion -

- dollars a year after taxes, as compared with three and a half or four
billion before the war, I think there was enough incentive given to do’
a fairly good job. Some people feel if we had been easier on the
personal taxes, we would have had more production. I am not so sure.

I agree, ycu have to strike a happy balance. But I want to leave the -
thought with you that this problem of fiscal policy is a tough one.

" Now, theoretically, if you could get enough of this surplus buying
1power away from the people in the form of taxation or patriotic borrowing, '
forced savings, or whatever you want to call it, then pride control
wouldn't be necessary. In other words, if you could take away enough
buying. powsr so that there wouldn't be more demand for than supnl" of
goods, you wouldn't need price control. 3But we know that is impossible.
You ean't attune your fiscal policy so finely that you can aveoid surplus
buying power., So we must’ have a substantial degree of price control
during a war.
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S I'think our price cOntrol during tne war Was nighlv successfgl STy
wasn't absolute.. ”here ‘were black matets and gray marrets“ ere a“d ,bere.
But by and large price control was: quite effective hére in he’ United -
States during the war, and the- systen ‘was: reQSOnably fair] Many pnmloyers
thought the controls were too rizid and suid ‘they “should have had upward -
adjustments. I remember people coming to WPB and complaining about OPA,
saying that excess profits tax and price GOntrol were VIC¢OQS, that they
were now-earning 400,000 dollars a year An thelr little plant and they
were: being left with only 100,000, They said the Goverrment was vicious™
for taking that 300,00, We asked’ them how much they had made in 1939 -
Well, if they had made 15, ,000 thet, they were’ pretty lucky. They didn't
seem to recognize that. if . it ‘hadn' ¢ been for the war, they mizht still be’
maklng 15, OOO 1nstead of 100, OOO after taxes. But that ‘was too. ratlonal
t0. expect. : : , o

But there must be a degrue of control which is not going to be erv-‘
agreeable to everybody. You are going to have somebody unhappy all the
time. I think that price control is not only essential, but T thlnk
‘that on the wholo it worked quite well durlng the last er.

Of course, ratlonlng is another medsure which is- requlrﬂd to ac~"
complish two. objectives. One isg to help avoid mass inflation and the
other is to help disperse 11m1ted supplies in the most emuit vble. way.:

As I said before, if you took- away all the buying power that was ex— -
cessive, -you wouldn't have .any tendency for inflation. You wouldn't:

need price control and you wouldn't need ratlonlng from the in*latlonarv
point of view. : '

But we must remember that when you begln to squeeze down consumption,
you have ‘to bs certain that you retain some degree of equity in ‘the way
scarce goods-are distributed. ' That is essential, = You have to be sure
that the fellow with the longest arm at the boarding house doesn't get

rythlng. If you have five people eating at the table and Vou cut
down the amount of food from enough for five to- anough” for onv, the
toughest guy will take it all. and the others will starve.  You hnve to
work. it:out so there is some degree of falrness, so:- it doésn'+ g0 on
physical ability, length of arm, loudness of voice, or lével of" income.
and wealth, There has to be some other basis, mavbe A little arbi- s
trary, as to what is equitable, That is why we had to introduce
ratlonlng, On the whole I think it also workcd rath@r effectlvelv.

. The L orders, the 11m1tat10n orders, ‘were among the toughest of all
You to0ld some people, "You just’ qulte produclng washing machines.” Those
ordsrs were very-difficult.for- some peonle to take. “But agiln t?lnkA
it is highly necessary to do thatb You" cantt- expect” people to reSUOPR
patrlotlcally and-say;” "We ouzht  not te” ‘produce non93sentlals an my o
product is not essentlal Everybody should produce essantlals i I¢
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some of you had sat in WPB in 1942, I am sure you would have seen every
. product in. American Lndustry'belng demonstrated and Justlfied as essentlal,
All products were claimed to be crltlcally essential. Bverybody ‘said,
"Mine is essential'; and tpey could g6 through a process of reasoning to
show why the war would be lost if their production was cut down So it is
necessary to impose certain arbitrary controls.

2 Enough about tbese three th1ngs-~tne maxxmizing of output the divieion
of the pie with the proper'programming. end the economic impacts generelly.

By the way, I mlght say that generallv manpower controls are among
'the most difficult controls to operate with any degree of precision. T
think Collis Stocklng, who 'is here and was in the War Manpower. Commission,
will agree that it 1s much nore: difficult to introduce manpower controls
than controls in copper or lead, L orders, M orders, rationing, and so
forth. But I think that some of the incentives and techniques that were

adopted during the war were excellont. By and larve ‘we learnsd a. lot
about manpower control- during the war that-can be of great help the next
time, if we have a next time. I think that- there has been an experience,
which undoubbedlj you have discussed in your manpower sesslons, wnlcn has
teen very valuable. S R

1 would’ like now to talk just briefly about the organlzatlonel e1de '
-of this subject; there are some real questions. One question is the
" matter of civilian versus military control of procurement. You know,
in: 1940 and 1941 there was a lot of talk’ abou* whether procuremsnt ouzht
to stay in the armed forces or 2o to WPB. When Donald Welson becams head
‘of the War Production Board, he was given a dlrectlve which gave him very
broad powers. He really was given anythlng ‘and everything in terms of
. powers.. He decided that procurement had been in military hands for so
- long that it ought to stay there, although. I am not sure hs would nave
agreed to that had. it been at an earlier period

: I thlnk mvself that the question is not so much whether. procurement

should ‘béin civillan oz’ mllltary handsi it .is a question of how procure~
‘ment can be best coordinated. I dontt" ‘know how some- of you feel about -
: mllltary vnification., I am. certalnly hos an expért on it. But it would -
seem to.me" that in the procurement: ‘area the greatest degree of unlfication
is desirable. SIt probably can!t be complete, because you always have two
‘problems in procurement One, you need the expert who knows the product,
the use, 'what he wants, and all its technical aspects. On the other hand,
you need people who'are lookine at” "the product from the commercial and
economic gide, in terms of minimum interference, of maximum coordlnetion,‘
. maximum officiency, lowest cost, and all-those aspects of it. The
.coordination of those two is by.no means .simple matter.  To the extent
. that a very substantial degree of .coordination in procurement can be

- achleved between the Army and the Navy and the Air Force; I would say to
that extent you minimlze ‘the argument as ‘to-whether it ought to be mili-
tary or clvilian That I think is most emphatic. ' '
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If i stays military, I think you should have also the maxlmum per-
centage of civilian people who are familiar w1th procurement , hcre was
the fellow from Nont*omery Ward who diséd in a plane that crasqed across -
the South Atlantlc. There was anothor who was brought in, Al Brownlng;i*
who ‘becane v1ce—pr851dent of Ford, who died of*a heart attack not- lonb _
ago. People like that, who have nad real experlenca in procurem@nt can
be brought in more and mors,  Ths problem is much more one of inte »ratson
and coordination than 1t is one of,@eq1d;ng between w;lltary aqd_01v;1Lan.

Of course, there are other problems, 11here is this dollar~a~r°a;
problem, whether businessmen should be brought into the Govsrnmunu on A
dollar-a-ysar bas1s. Psrsonally, I would prefsr that thev comé in on‘a’
total basis rather than at’a dollar a year, although it is a mat+rf of
motives of individuals, I think some of the busin essmen who ‘came 1nto :
Washlngton during the war were not only as patriotlc as snybody in nnJ
other arez, but more patriotlc than some, no mat er wbat thelr positlon
was, 1n or out of unlforn. : "

On the other hand there is no qusstion that some peoplc have dlff1~

‘culty ‘in dissociating prev1ous relationships, interasts, and’ tles It'is

not a question 6éf competence or of integrity at all, but e ques ion o* 7
background - point of view, and general thinking. ‘ ’ i : :

I thlnk 1t would be helpful by and. large it the bu31nesswen who come
in during a war. come in on a full, solid. basxs, After all, when yﬁu g0
into uwniform as a GI or as a Reserve’ offlcer and so forth, that is yourj’

‘whole job, your total’ affiliation, On that front I thlnk it woulc ba

highly desirable 'if the whole dollar~a-ye°r‘approach were abandonsd and'

"we. had peoPIe on a full~time basis. “‘__b L

.So far as the bgsanlzatlonal structure generally is concsrnsd WPB" f
had one great deflGIGHCJ. It was completely dmssoclated from strateglof
planning. I am not talking about tactical planning, I'am ‘talking ‘about
strategic plannlng in & broad sense of what the economy can produce

.and how it should be apportloned between mllztary and clvillan demands.,

There was no organization' which had this responsmbility up until the =~
summer of 1943 or the ’all ‘of 1943, when the Offlce of War Mobll*zatlon
was started with Jlmm; Byrnes as sort of Assistant Pros1dent Untll

_ then there was no place to get a dbClSlon.ln this mattsr of how the

economy ought to be. expando and how its output should be appor+1osed; ‘

The WFB was: reallv an operating body, handling alIOCatlon, expenulon
stimulation of productlon, ‘breaking of bottlenecks, and so forth :

"~ The military p90ple were represented on WPB, but who wsre thu‘
military representatlves? They ‘were supply people liks Patterson and ‘
Forrestal. They were psople at the logistics leVel~ﬂAdmirml Robinson,
General Somervell and so forth--nobody from the strategic level, The
top persons in Cbarge of” WPB had no contact with the Cblefs of Stuff
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_ X 1 just | didn't exist. There has tb he: lﬁ“‘
some p ace in ‘the' Government, some kind of office of, war mcbil;za@ion,-. .
whern you have the topmost GOOnOMlC and mil1tarv strate a8y integrf@éd

‘s‘o la.teb The militarv falt *hat L’he civilians ought not “to s
knqw about strategyo True, most civillans ought not .to.hava . anvthing to,:;.
do'w th strategy.v It is not th:ir busin@ss.; Gn the otbnr nand ther9

to’ﬁoosevelt, who had to be coneerned wzth the combznation of the. fwo
aspects of the Job in order to carry ou# their assignments successfull

There ought to e one top bodv which concerns 1tself wlth what I . :HQ
;eall the big problem of economic and production s+rategv. The milltarv ‘
’strategists and the preduction people must -set up the objectives on an . -
‘ambitious but feasible bagis.. They must decide. the: distribution and the R
‘dispersion of what will be available. It is their. total job to kait . .. .
together the ‘total war effort, 1 think with that kind of body you can . - . :
~overcome the conflicts that: of+en arise betwsen military and civilian, ...
‘where thlngs of A strategic nature are kept secre+ from you: Lf Jou are..>
not in uniform.’ , . S -

I remember that in 1940 and 1941, when guestions: were askcd o* tha -
Quartermaster Corps about inventories of blankets, the answer wus~~tnls ' ,.I
is. awmilztary secret, Wbll I can coneceiva that 1f blankets were belng -
readied to go to.a certain‘front, the number might e s military secret, .
but civilians usu&lly get blocked at every point by the mllltary saying,f’
"You’ ghouldn't know nnything ‘about. that." Lots of wrongs were covered up
with that stntemant Bux 1f th@ civilian and,military efforts hmd baen
integ ated at the O
less. dslays.‘luss waste, and lesewfraved t@mpers..g - SR L B PR

MR.,“ILL.; Mr Nathan, you have tuken us down to your Offlca.ln thb ‘
_War Produstlon Board You have glvan e’ many thlngs to nbln& about ‘

Are there any questlons’\Kq”
QJESTIO Would you comment:qn. the Industrlal MOblllZ”thn Pluns

~which were prep@rad before the l st war,.the ones. of . 1939 de 1930,
‘why they were not used?’ '

19

RESTRICTI




MR, NATHAN: . I do not think it was: Jbecause they were no. good.. ‘mhev
were extremely useful on two: fronts. . Pirst. of all, they wers. useful in.
placing educational orders with various 1ndus+r1al plants.. It wasn‘t;tnat
a man who was given a certain.allocation of. production did amctually. g@t
that in the war; but nonetheless, the fact that these: producers were., . .
alerted,. that they had a little experience in l;mlted military productlon,ﬁ

-was .extremely valuable. They were . useful also in developxng exparlmnce'
‘ among mxlltary men in laying. out requlrements programs. :

But. the reason why the first over»all plans, those for the mob111—~r

. zation of’ two million. men and then for four mllllon, were not used:was;
because we didn't start out, and probablv never will start out,. by -

saylng,,"We are going to have two million men" and’ then later,'"We are
now going to have four miliion,*. We actually start out by saying,- “Well
we had better get ourselves ready for more men in this catevorJ than: in
that." . There has to be much.more floxibility and more alternatives thas
those plans prov1ded for. The plans Just didn't seem to be up to dabe .
with changes in. strateglc planning nor,‘I guess, with the. 1etest in weapon
éevelopment o o , -

I would hope that in the plans bpinv developed todaJ tnere ista - ..
greater degree of flexibility than there was in those’ earlier pre~World

‘Wer: Il plans,. Today the planners probably are keeplng the plans up to-

date, varying them’ accordlng to- strateglc plans, reduclny and increasing

" and replaclng items as technological. progrees and tactical planning cha?ge.
“As of that time what we really had was a set of fixed objectlves with -

limited emphasis on timing.

I don't. remember all the timing of congressional appropriations of

1940 and 1941 verJ cle arly, but I am quite certain that when those

_!appropriatlon bills went to Congress, thnv ‘did not call pr301aely for '

recruiting and equipplng two million men or four million, or pr601se

_7goals of ‘that nature, There must have been-five or six dlfferent o
'~appropr1ation bllls in 1940 that went in one right after the other,. *h

approprlatlons woald Jjump ahead herp and jump ahemd there but certﬁlnly

. not in line with the supnly plans fhat were. available. .Ong service went
"in ahead of others, One type of item went in ahead of others.. The

result was that the actual securing of appropriations didn't f£it into.

"these mobilization plans. There hadn't been enough experience and think-

ing ' of ‘a flexible nature to adjust the goals quickly, so we almost went
on an ad hoc basis of putting money here and putting money there without
regard for the avallable plaus.

- I conclude that those plans were not used mainly because th ey hadn‘
‘been developed with enough varlatiOns, with enough flex1bllity ,
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" QUESTION: "I gather from the problems that you just brought. out here
" that you are in favor of price éontrols- in the case of another emergency.
" ‘Would you care to comment on the advisability of wage controls and the.
freezing of manpower, the movement of manpower to areass whers: thcy are
short of help and 1nto more crltlcal 1nduSurles? :

MR WATHAN If we nad ano*her emergencg, I don’t ta1nk thern is any"
questlon that we would have to have both price controls and wage con~
" trols. There is no doubt about it., You cannot ina period’of tight con-
trol have complete freedom of one W1thout the other. - Pirst of all it is
esséntial to have: really threa broad nonetary or-fiscal measures. One .. -
is price eontrol, one is wage control, and the other is. profit control.
That - ‘means. you are controlllng all the ways. in which your .claims ovar
rreseurces are distributed. That doesn't mean that absolute rigidity is
possible.  We never had absoluxe rigidity last: time. . I think flexi~
Vbllity in’ decisions by boards or agencies is essentzal Of course, . they
must be tough minded and hold the line against 1nflat10n but stll1 must
make absoluxely ‘essential adJustments._' ' s E

Take, for 1nstance, this matter of manpower allocatlon It seenms to
me that if the degree of emergency next time is substantlally greater
than it was last ‘time, ‘it may Dbe necessary $6 just direct people to. .go
from one place to the other, Personally, 1 would much rather we dldn‘t
have to do that. I would much rather. rely on speclal incentives o get
“people to go to 1ess desirable areas and on restrictions such as liniting -

the employment of persons in certain act1v1tles, for 1nstance, nonessentlml
productlon. : :

“We tried that in 1943. We were falrly well agroed on not perm1+t1ng
certain nonassential employers: to increase their staff without approval.
I think: that is’ highly -desirable. It is highly desirable to-do everything
in terms’of holdln” a bait out t& get individuals to go to othexr areas
where they are needed more, I WOuld rather do it on: the  incentive basis
'rather than in. terms of actual dlrectives on the use of manpower.

QJESTIOF In 1941, elther oefore or after Pearl harbar, we. °v1dently
dldn’t ‘have a very -good 1dea of what we were going to-have to-do or ‘what - -
we' were ‘going to nsed to-do it with. At the present. time do you feel that
“we have any better idea of what we are going. to -need, keeping in ‘mind ‘the
changed organlzatlon provided by the Security Act and 1ts amendments?

MR. NATHAN: I don't know whether we do or not, bux we should be -
‘better prepared to do the job. We should be in a much better position -
“now to decide on what we need, for several reasons;. Firgt, we:have had
these securlty organizational changes; .second, we have . the freshnsss of
the World War II still in front of us; third, the unification of military
services that has taken place; and finally, I think the increased-alertness -
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that prevails more broadly as to the new technical devel onments in modarn

warfare ought to give us & basis for declding quicli wha+ we. reall nesd

and keeping requ1rements up to date

QULSTIOW' Do you kaow of any plan that has’ besh devised since the
close of World War II whlcn in your oplnlon is better than. tha Controlled

: Materlals Plan?

-MR, NATHAN: No, I don't., I ah not too fam11iar w1th the preclse ;%f:fi

plans that have been developed over at the NSEB. ndoubtedlv, somée-:

improvemént .can: be made in ‘some of the devices th&t wére used durln bE hs

‘war. But on: the whole it was a quite workable plan.ﬁ "The Controlle&
Materials Plan came" 1n ‘aftér other Plans had failed; 'so i% had’ th@ bﬁneflt .

of other experience. It came too after the war productlon progrzm had L
been brought down to more’ f6331ble levals.b Before that the provrmm st ,gf
way out’of llne. ~ ~ HR Ca .

The'kind of plan should depend in some measure on the kind of situ-
ation faced. In 1943 we got up to a point where about 45 pergent of .our
total national output was going into what we ¢alled mllltary_purposes,
for fighting the war. It is posszble that under atomic warfare consider-
ations we may have to go even higher.’ Now, 50 or 60 percent is hard to
conceive in economit: tarms, because it could almost destroy the whole
indirect military as well &8 the nonmllltary acoqomy. But’ if, for .
instance, we had to &0 to a 60 percent proportlon of “your betal putput

‘being diverted to-the:war, perhaps+the Controlled Materials Plan wovld

have to give way to something much tighter, much stricter, in which

‘penalties for variations from various specific directives would be truly

severe. @It might require much more specific directives as to precisely .. . .
how much material each producer could hold in his inventories,.nrecisnlybs; -
how many component$ eac¢h could stock, and so forth ‘But, in line Wluh
the large .portion-of our resources that we devoted 1n 1943 aﬂd 1944 to

REMARK. In connectlon with the last question, I would like to report
that I:was with the War Production Board in the® Chemlc 1g Bureésu durﬂng
the war, and there our experience was that direct allocatvon was the

: effectlve way ‘and that the CMP was scarcely used, at least in ths

Chemicals Bursau., ‘One reason for that was that both the produccrs and
the customers preferred to be told what to do rather than to have it

left to thelr Judgment

MR NATBAN But how many ghccessive stages of *3br1cat10n did - you
have in chemicals as compared with a lot of metals? You ‘see, .in a 1ot
of those chemicals they really move from a very primary stage to.an and -

‘stage quickly, not through a great many stages of fabrication nor through .

a great many plants, Not all Products in the chemical field could be so
characterized, but I would think it more nearly true of chemicals than
of metals.
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BEMARK Ybs.» Gertainly much fewer than in steel,

MR KA“HAN Qhat is rlght When you go Qhrough ezghteen staées from
the raw material to the . end: product, it becomes ‘awfully . dlfflcult to aL- -
rect the allocations. . Of eourse, again you know vou.always dan vary your -
‘techniques and program between the primary product and the end productg;
You can sort of meet. yourself both ways by partly 8 PBP and partly a CWP
aporoach : S » . : cren

R TR
. REMARK May I sugéest ane other thlng? Later on I was w1th prace :
control on- chemicals and there again we found that the most effectzve
_.arsag of price control, again in chemicals, where the problems were re~
~lated to distribution, were: -where there was diréct allocation, There:
the admlnistration of price control was much more crystallized. Where
it was left to, say, L orders, it was: much more difficult so it Wxsf+“"
'necessary to have conbinuous adgustments L

N QUESTION' Assuming that in another war we would probably have anoth@r
organlzmtion gimilar to WPB I am interested in tne coordlnatlon bvtwoan
such an ‘organization and our preeently organiged Munitions Board Wlli

. you comment on the interrelationship between those two agencies and how

wclosely they W1ll be able to. coordlnats on proourement matters 1n another
emergency? : : S e :

MR, NA@HAN During the last war the functions of the Munmtldns Bosrd: ‘

relative ‘$6-the . total effort were actually smaller. than e before -
- the'wary ‘In-otheriwords, 4f -you were to take, say, . tnn: o1 mllltary
'establishment in1939-Sthig i my judgment and I mav be. wronr—uanﬂ 1ok
_at the part that the Munitions Board playe& and then. did tne same’ uhlng B
© for 1944, I think you would find that the Munitions Board in 1924 was a
substantially less important part of the total opsration than it was in’
1939, = That wks because of WPB-having been orzanized,” and the fact that
ca lot of” ANMB" functions were moved over there. My guess ig that thig e
will happen azain. I think that the important fanctlons of the Munit g
Board in the actual period of hostilities are mainly on' internal inted: 2
ting and coordinating operations within the services, doing that internal™
1ntegration;and also being a real 1ialson and coord1nat1nm point w1th the
out51de agencles such a8 WFB.

QUESTION- You mentioned the essentlality of 1ntegrating war produc~“i*
tion with strateglc considerations and mentioned in that connectlcn the "
Office of War Mobilization. In my rather cursory study of that ‘subject -
it would.seem to-me.that.the pattern of organization. followed. in VYorld
War. II was to work. upwar& from. funct¢ons. that is, as functlons demon*t;’
atrated they: needed.cobrdxnation, an: agencf was @ut in '
But that.still resulted:; 1n.bu&Lding a sory.of gtgan; %
pyramids, all stemming upward: irom funct:ons which were;stll ;
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compartmentalized. - I would Like to throw-out for’ your comment tha idea
<of starting from the top of that matter of ﬂoordlnatlon by considering
. ‘the problems of the President thOSe he has to meet head: on, those which
7 -he may delegate but. of which he still maintains surveillance - in mqtturs
. of ‘procurement, and those whlch ‘he delegates in part but” gHill requ;res
~.gome coordination from his level; and establlsnlng at his level: & .§taf:
organlzatlon which would not only advise but would participate in aécordr
ance with his policy in some of the functions of executive dlrectlon The
organization would be based upon as small a number as possible of groups
of related functions of the President, problems of executive direction. .
It would probably be headed by a chief, who would be an ‘Assistant President
and would coordinate, the several divisions, and who would have ‘the: capacity
and the flexibility %0, take on all probloms of integration that arose some-
where thhln thls orgdnization.. S S R :

, MR, NATHAN: I think the 1dea Jou suggest. is &ﬁ excsll@nt one. - What

- you -said about these top. bodles emerging as the need developed down below
is about fne way it happened ‘That is how WPB came- about, -and OWM. - Those
things. came very slowly._ Thej don’t develop on a verv well thought’"xrr
through ba51s. : RO ~

, Bux if theJ ‘would" approach it the way you suggest, startlnﬂ up at- uhe

top and saying, "Mr, President, here are some of the things you have: $o.
~do... Let . us set up a body with the proper functions," that would be ‘fine.
»wﬁYou are rlghtu" ’llmlted staff at the White House 19ve1 to reall 'organ~"‘

beglnnlng, fittlng it in from the top rather than;keaoing on addln& from
- the bottom. N TR L
- QHESTION‘ It seems to me that we could have used thu Pr 51dent‘
-+ gxecubive assistants, the Department of Labor, Agrlculture, and 50 fortn,
- 'in mach greater detail than we did in the last war. Would Jou cage to-
- comment on why the WPB did or dld not use. these. depurtments 1n thm war?

"MR., WATHAK: What finally happened‘ln'the_war waS'that everybody~
stole everybody else's good men. The Office of Manpower took them from.
the Department of Labor, and WPB stole them from the Department of Commerce
and elsewhere. Before you knew it, it was a movoment of- personnel rather
than an assxgnment of respon51b111ties. S s R -

“It-is hard to’ really explaln thls seemlngly 1nefficlent.methcd. I
think that the. problem, as’ a matter- of fact, may stem from twe uourﬂes.
One is the human defic;ency, thit is,-the. fact:that T .guess Fvervoqﬂv
tends to:.be bureau' i / nther yau ‘pelieve in: bureaucracv 01 not,
you get a certaln assignment ‘and you figure. that, at. least 1f it is all
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tied 'in right under you there; you. are better off. You know what. you are
going to get. So instead of saying, "Here is a job that I have which has.
six parts. I can farm four of them out to Agriculture, Labor, Commerce,
and Treasury, and I will keep the other two here," you say, "Well, no; it
will be done better if I do it here and have control over it.! It was
probably & human failing of that kind that restilted in our not making full
use of other agencies, but rather tearing them apart to soms extent. S

- But T think there is a second aspect too--a very difficult one and I
don't’ know ‘the answer to it--and that 'is the problem of ‘direction, the -

“ - pricbletn of-contro;?pyér'wdrk;"FOr‘instance;'let‘me give you an illus~
“tration we had in WPB, - - ' R SR

We had what we called the Office of Progress Reports, which was set up
~in the fall of 1941, before WPB came into being, for the purpose of '
estébliShing‘data‘and.preparing,analytical”repofts“bn production progress.
We brought over to head that up a fellow by the name of Mike Meehan, who
‘is one of the top economists in the Government in organizing and analytical
ability. He 1s'a very able fellow. We thought a long time sbout assigning
that task to personnel in the Office of Business Economics in the Depart-
mont of Commerce and letting them do it. Then the question came up as to
“secrecy of'data;*'Alsd;*the*question:arose'of'gettiﬁg'the kind of contact
man who could bring Pressure as to-quality and speed. Jurisdictional lines
ihadftO'belshortvand‘direbt; Could youisit.down"with.tha Commerce Bepart-—
ment man often enough, or &Qethhe‘contact“man‘have;ﬁd'run'back'and;forth?
ﬁThs‘plain problem of administration and organization is something that
most people weren'st willing to, or just didn'{ seem to be abls to, face.

=221 honestly don't know how we can make better use of the execubtive -
departments than we- did the last time. Very little use was really made *
Of'theVOther_depa;tments, The general tendency was to build up .our own
organization; =nd, if others had good people, to steal from them .and go
akead and duplicate their staffs. There was a lot of waste of talent in
the war effort because of this situation. I just don't know the -answer.
But: it wasn't successful last time. ‘ ‘ o R

”VQﬂESTION: I think it is a fallacious belief that we could have gotten
more in taxes from the'pedple'by»keeping them»downvéu:ing the war. It "ig

- truethat when ‘we ended p the war program, all individuals had quite a-
Fittle money; but if they hadn't had that ‘money, I don't believe everybody
could have returned to his home Place and obtained employment again with-~
out a lot of help from the Government. In other words, the people them~

selves put up a lot of monsy ‘in getting back to where they belonged;. and. :,

'ifxﬁhey-hadn’t done that, the Government would have had to pay out those .
sumé;;"So»I-thinkjit is just a fallacious statement. that you could hava

had more‘from~taxes.f»I*would'liké to ask your opinion on that.
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MR, FATHAN: That is what you call a.declaratory judzment:or sometling
1ike ‘tbhat. That point can be‘argued.. Irwill answer it in two or Hhrse!

In the first place, most of thée money that was borrowed by the Govern—
“ment during -the war didn't come from way -down at the-bottom of the ‘income
scale. I would say that of the increase in the Federal debt of 200" %

billion dollars that occurred during the war, I doubt if more than 25

billion actually came from people'whO‘earned”less‘thaﬂ'ﬁfOO@*dolIarSja .
vear, The people who really needed it later. for such’as getting back home
from working out in Las Tegas or somewhere elsdé and going backvto Ghinagq
were not the ones who lent most of the money to the Foverament. RN

Second, a tremendous portion of the bonds were ‘held by corporations..
You may say, "Well, but the corporations built big new facilitiss ini 1946,
1947, and 1948." ‘Their new profits‘financed‘mostfof~these-facilitie9¢}
You would be surprised to know that a lot ofjéorpoﬁatibns~hava more foney
in cash and government bonds now than they nad in 1946, In 1946 some ©.”
people did use up their savings, but.the net result ‘in that year was ,
additional savings, that is, mugh»moregwaéfSaved.anew‘thanﬂwasisPéht”out’
of past savings. .We had a savings economy in 1946, 1947, 1948, and 1949,
‘In other words,:some people~cashed<inrand“used'upftheir'war‘bonds in those
years, but the rest saved even mors.  In other words, the aggregate of =
savings in 1946 increased; and the aggregate increased in 1947, 1948, and
<1949,x~rﬁe instances that you mentioned,. of somebody. here and there using
his war bonds. to.get. himself adjusted, is. really the exception rather.than
the rule, certainly in amount. - TR : S DR

I tkink the amount we spend on defense should not bé decided on budged
consideration, whether we have a deficit or a surplusy or what we can
afford. We can afford a lot, there is no question: ‘If ‘we can spead 100
billion dollars a year in war, we .can spend more than 13-billion in
defense. The question is a strategic and political one. - B

I said on a radio broamdcast Tuesday night that I think our whole o
security program is getting fouled up as z result of people yelling, "Can
we-afford 13 biliion?" . We certaialy.can. We can afford 30 billion if it
is necessary to maintain peaces. The’question is, What do we really need?
If we stick to that and then argue the economic and political policias of
finencing on the basis of what we need, we can work it out. - 0 -

If we decide that we need 30 billion instead of 13, the next guastion

~is, How are we going to finance it? There again you have to asgk yourself

whethar you mind the debt-going up 15 bvillion dollars or more a year. If

you don't, we won't raise more taxes but will borrow the money by selling
bonds. We can raise lots more taxes and ‘get that money if we want to.
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- Some people are going to be hurt a little more here, and we may destroy a
little incentive there. But there is no question about it; if the peopls
of the country have the money to buy bonds, they have the money to pay
taxes, B ‘ :

o w-You have to decide which hurts most, higher debt or higher taxes. If
you dontt worry about deficits, if you don't care about the size of the
debt, all right, then don't raise taxes. I would much rather see more of
it paid by taxes.  We can more nearly balance the budget that way.  But I

“think the way to balance the budeget is to put the taxes on certain areas

‘where there will be a minimum effect or private spending. Of course, in
that case the big corporations .and higher income zroups will howl %o
Congress. The same people are screaming about the deficit. Some want to
cut' the excise taxes, but they sit there like mummies when we talk about

o-increasing taxes elsewhere to offset the cut in excise taxes. Weo can't

have everything, 'If they ars zoing to cut exeise taxes, . they should put
taxes on somewhere else. They don't want to put them on. somewhere else.

It is a2 matter of facing up to the issues. Which do you want?

- MR. HILL: Mr.>Nathan5~you,have_given of,ydurvtimé_mostﬁgenerously{
. We krow that you are under Pressures of & business and personal nnture

~~which you have put aside to come down here to talk to us. -You have besn

of ‘great: help to our six committees, On behalf of the faculty, the
:students, and our most welcome vigitors, I thank you very much..

(18 July 1950--650)8







