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the people who were •in the .central :agencie s foz ~lan~Ing during t he war 
will t~ke the. t imeJto ,C~me ~'down"itO ~review~ ~ith u ell b he Problems whiChlhe . 

f a c e ~ . ,  bur epe~er ~this m o ~ n i n g  is - e s p e c i a l ! y  . ~ l ~ l i . f i l e ~  to, : t e l l  us  ~bo~t , ,  ' 

l nanglng government s'tructure. Jus't today we @ind t~'na/t 

. . . .  ' " l " ~ : . . .  , .  Se oI",.you,who a r e . ~ b i n g  to  work o-  s e c t i  
x n  your  r e p o r t  s w i l l  wr .ebably  h~%Ve ~to taI~e ' tha~  i,~~.~ , k ~  ~ ' ~ .  "~ ~ : .on 

yOU ~ry tO flt i n  your  prol0osa! ~ .~or mobit, i za t l i on  w.~th the tr~nsPort~ti3 n 
agencies as t.h,ey now exist. !, ha.ven'tl expiained to V~. Nathan that thor 
a r e  six c o m m l t t e e s  w o r k i n  ' on ....... ' " " ' ' . . . .  " I " . . . .  e 

l g the final ,summing. up of our,,, mobilization 
exe.rc!ses. The schoo I iSl dividedl into SliX COF~m'ilt~'s~S' Mr, .~Nathan, caoh 
one of which is trying to come out with the. bes.~ repQr,t. You will. be the 
first speaker to or"ient their thoughts along that line. So please come 
up here and tell them about it. 

MR. NATHAN: .... Genera l]Holmanj,~l~r,'"Hill, andlgentlemen: I am going, to 
talk generally and do.it re~sonably .briefly, ,so there ~iil be.la c~nce 
for some que~tionsj psi hap s we can..get into more of the detailsJ in, the 
ques.tion and answer period. ~' ' ' :' . . . .  

My reasons for:'being hereteday are, first, because you were kind 
enough to" inviteme, and, second, because I hapfoenad to hav~ a little ~" 
experience in the~last war, ha. ring Come into the defense ,effort back in. 
May of 194~ and having.staye~ wi.th i.t L.until_we lpretty much achievel. ,.o ~r 
maximum degree of mobiltzation~ in .the Spring, of .194S~ In M~y ,1940 
President ROosevelt appointed the DefenseAdvisory Commission which was. 
composed of outstanding individuals who were assigned the problem of " 
trying to mobiliz e the. resources of this co~utry~for defense° During ~- 
1940 and 1941 we fumbled so~@what ~through. that stage,of organizing the.. 
resources of this country,for defense and .then organistng .them for war 
Finally in the, spring o~ 194Zjwe did achieve I our maximttm.levei, Of~ war 
and total out put,~ In %hat period there were encountered expert,,noes of. 
an organizatiOn~l nature and a basic .econgmie n~ture.. I~ am sure these 
experienceS" Should be of interest, to you in ~ tsrme.of prleparinglZ~r ifuture 
problems ~ha~t ~we m2~y have in mobilizing this country., for milit.4ry , . 
act ivity. , 
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I would like to break down the subject generally into three parts; 
first, maximizing our, total output; second, 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~all, it seems to me very clear that f0r,~any country to 
conduct military operations la the most ambltious and most successful 
way, the maximization of total output-is required, Therefore, I would 
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,n~xlmum diversion of resources to 
military purposes. That is a cardinal principle of wartime planning. 

That is the principle which faced us in 1940 in a ver~ ~ serious : 
degree. Those of you who have read about, the experiences of the early 
agencies, such as the Advisory Commission, the Office of Production 

" Management, the, Combined Production Resources Board, "and even the War 
Production Board wkich didn't come in until the war was in effect, will 
remember some cfthe very blister fights tl~t took place on this whole 
matter of the expansion of the cap~city of the country to produce, That 
was the first big issue that was faced and fought out by the defense 

organizations. - 

We had a big battle in 1940 as to whether or not we needed more 
steel. I don't think we have to go too &eeply into why the dispute 
took place, But we must understand that there was resistance tO expan- 
sion. That resistance was completely sincere. There Was no ques tion~ 
of patriotism involved. There were many people Who felt tha't we should 
b~e cautious about expanding our productive capacity, because, after 
all, ~they l~bped that the United States would not be in a, perennial 
state of war and there were some considerations of a peacetim~ nktuJre 
whichhad to :be taken into account,, I don't single out the steel 
industry because it was an isolated'instance, or because it was the ' " 
only industry or group of industries that objected to sizable expan- 

slob. " '~ 

Their position was primarily this: "We have roughly a 78- or 
80_million-ton~steel . capacit;~ in the United'States. 0vet the ,last 
ten years we have never come anywhere near. using this capa&ity. As 
a matter of fact, there have been ver~ few times in the previous 
history of America when we have had a heavy pressure against steel. ~ 
capacity, So the desirable ~olicy would be to go. slew on a_ma.3or 
expansion of steel capacity until we are sure we need it." ~ There were 
others of us who felt that more ~teel would be needed if we went to 
war and who said: "If we wait until we are sure that we need it, it 
will be toe late." We thought that the steel industry ought to t~lke a 

gamble and expand. 
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Some us-WO' were for  ,;steeZ 'e an.s'fon so.me- 
what o f : - a  d i s a d v a n i a g e  i n  ' t h a t  we  were  a c c u s e d  o f  b e i n g  t .he  .~ ~ 1  .era 1 .' 
= e n t  b o ~ s "  O r  t h e  " o . . . . .  ' , . . ~ / .  , . . . .  : , , . .  P 0 Y "  

. ....I ng ha.lrs or whatever-'they wanted t.o ,cali.u-s,i .because 
we feit.:.that ..Qne. of: the :maj or peacet line -economic object ive.s of the Unite 
Stateswas continuous full employment, That may havesounded-'at t~h/t t:ime 
as'.sort of wishful thinkfngafter ten years :of substantial unemployment 'in 
Amerlpa.:. iBut at least the objectSve was to try to..get theecdnomy back--t0 
a re.a:~iy.prosperous.level.. Many of u~ had analFzed:"levels of employ/e~.t, 
unemple, Mment,..and producti0n. • We had come out wi.th, all kinds of reiation- 
ships :.Which indica.ted.~that even without a ,war, if, we Inl ~%merlca were to 
have full. employment, we wo~Id need more than an 80-million-ton steel 
capacity. 

" Well, it was a long an~ bitter fight,. Finally it had to be decided by 
PresidentRoosevelt, Who literally issued"a directive that t:here was going 
to be'a~.!expansion Off,reel capacity %o the extent of l0 million tons, 
w, hether privately fin.anced or government financed. Some of it, by the 
-.way, was. g0vernment f~nanced, as:we know,, throughthe Defense Plant 
Corporation. We did O mililon tons Of et~el expansion. Whether 
it should have been m is not especially relevant. But the basic 
point to get across is .~he~ ..... fact . t.hat In that~ period.. .there w~s thi's .b~ttle 
as t:o.what should be done to maximize our total output," It Wasn't only ~n 
steel, !t ~ws~ in machine tools,' in aluminum, in many other areas where a 
sharp and0ften"'b~itt4r conflict occurred as to whether.o~r not ~there should 
be expansion in .... - . . . . .  capacity~ - . . . . .  : ~ -  

zat-. ' , .resources for. m~litary. purposes, .whether .it bb."for def nse 
or:total warfare,-one cardinal principle-ought 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 large"t total Output 
out of:the country's resources. It was qui-te late in the actual stages 
of the war before some of our expansion was really completed.., The next 
time, in laying out four objectives, we should set ambitious, goals ~n 
ter.ms: of.increased productive resources andi-ncreases ~n capacity, so 
that we will have the b.iggest possible pie: out..~of which we can take the 
biggest possible piece for military require.me~ts 

i . . : o • . 

Of course, this isn ~ t applicable, only.~n.:.the area of .industrial facil- 
ities° -It is also a matter of conberning~ohrs.elves With %he area of man- 
power utilization. During the last war. we re:co~ized rather quickly and 
reasonably early t~hat the total laboff- force ~is !.an expansible one. It is 
a bit like a rubber-band. It hash,,'-% ;veryrlgid limits. When we..entersd 
the defense effort in 1940, We ha~[aboUt 8 or lO million~people Unemployed. 
There were lots Of individuals wh6 thought"that once those. 8 orlO-miilion 
were absorbed into the military personnel, or into industrial emtlo~zment, 
that would literally be" the end Of the mobiliza,tion of[manpower. Others 
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thought a.little expansion in manpower above that level might~ be possible. 
in 1940 there were. many. people who. thought that 

. . . . . .  • . - t ~ - , 

But I dontt believe d be ex~an,de& ~s much as it actually was o in~: 
the labor force coul ~ : . .- .... ~ .... in the labor f ."i (~i ...... i~.~ 
w a r .  We o b t a l n e ~  a. v e r y  : suDS~o~uc l t .~ i~en~e ; ; ; ce  m u c h  l o n g e r ,  (2). , b F . ~ r , i n , . ~  - 
k e e p i n g  t h e  o l d e r  p e o p z e  i n ,  l~ ,U,  ! . ~ ' , / ~ l l v  w o u l d  h~ve  remained in. i:' 

. . . ~  ~ o  l e  , w ~ u . ~  ~ . ~ : " ~  ~ ' - . ~  ~~ i n ~  xn  many  o f  ,~.he y o u n g e r  .P.~,b.ri.ng~ng [p ' xn~o~" - -  . ~ o  . . . . .  l a b o r  m a r k e t  l o t s  o f  women 
s c h o o l ,  a n d  (3)  f , i m a l i y  b y  who normally ~oUid stay in the heuse and who were perhaps marginal .wor kers 

' , he  ~ l e s s  d e m a n d i n g  j o b s  i n  t h e ~ e c ° n ° ~ ' ~ ;  
d coul~move-~n and take over t _~ .:. ,. " e workers, could mo~e into a n  . • .., roduct~v . . . . . .  - 

then the more capable people, t~e mu~-~ P~ 
military production or military operation.s, So there is the matter of 
planning expansion of manpower as well as planning expansion of productive 

facil iti e s. 
s to Say that we have tO expandnot only 

se it is almost ~nee.dles - . _ " _ L  tO or0duCe Tihished Of cour . " e uiDment . . . . .  ~. :-~ 
~bricating facilities ~n..terms of.p~a.nts~-~d q_~J~an d our rawmater~al; 

, s t  a l S O  p l a n  ~ o  ~ y  ~. . .  • ~ ~ - . ,  

o r  s e m i f i n i s h e d  g o o d s ,  b u t  ~_?•mu - ,  ~^~ Sure tb~t •s tan~.-by.  f a c . ! l ~ t l e  s 
• i ~. . ~ a $  mean . ~ ~ " ~ " in~.l ~lneS, 

res.ources to the max mu _ ,~ o~ into ~roduction, ~.up~rg .... - .  ~.-~ , ~  
-~-~ ~ terms-of b~-i~ing b .... , .: W - _," ~. .... ~ the s~A~P~Y, o~ 

a . . " • "" . . . .  ve s ' . 8 ~ e m ~ .  ~ ,  ~ - - ~ ' ~ "  • "  " • " " ~ ~  All ~erha~s ~rov~&~ng.incenti . Y . . ..... ~us chemical- ~ndust~r~e . 
~. ----~ ~-o~ m~tals an& the proauc%s, o~ v~ ..... ~ . . . . . . .  

kinds of basic materials must be expanded. -', 

The •major point is t.hat we m~sh be-c~r.tain to ~0 syeryt~i~'~P °ms~°le 
to provide the maximum total output. T~ is the first essential for 

really all-out mobilization° 

Row that is accomplished is .not a simple matter. In the last war we 
used various techni.ques, 'One technique was direc.t government investment. 

That ,w~s done through the Defense Plant Corporation prfmarily, where the • ~ t O0 ~'in 
ire facilities.- ~he.armed forces did tb~t 

" Government built product ' - ~--~^~es and "other facil~ties '/Of 
e lan~s and naval gun ~ w ~  ' - ~'~s and 0th ~ terms of ordn anc~ ~ P ' - " ~ ~'&obuilt steel m~z 

a'-military nature. But the ~overnmen~ ,q ......... - . 
productive facilities which •have use in peacetimeo. . 

That is a direct method which we might characterize as being incon- 
i stem and normally not desirable, In 

sistent with the free enterprise sy _ -~ ~:~ -~ ~~i~.s Government to go 
normal times it is not desirable for t~e un~ea ..... 
into production in competition with private enterprise-- There are areas 

• table, such as in water an~• electrfc.. ,, ,.~ power.!... 
• -,~o his is to a..degree ~nevi. . u - ~,-- ~^L~nment today to build 
w ~  t " o r  ~ l ~  ~ v v v ~ - - ~ -  - " - " . ,  ' ~  ' . "  
. . . . . . . . .  + It would be a m~sta~e I . -'--*s Those should 

steel mills and automoolle ~ac~erA~ ~ ........ other hand, if we #ere 
be left in the a r e a  of private enterprise. On the ~ , 
to decide that because of military demands we heeded large stanl-bY 
capacity which we co;aldn't get the private enterpr ise area t0build no 
matter what incentives were provided, then' maybe it would have to b¢.~d one 
by the 9overnment. But that should b.~ the last step, the lastm~,"<sure, 

taken to achieve this objective of expansion of capacity, 

R ~ ~  '~ ~~Fd~ ~ R  ~!~'~ ~ ~ t ; ~ - : i ~ - ~ D  '-= 
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i~e incentives, 
cce!eraZed 

say, in five 
fi~e~years ~ use 

re very sizable, 
means these facili- 
hat is a Very 

especiallywhen Peacetime uses Of t~e faci!itles can be. anticipated. 

Now we come to ~henext, question, which Is a very difficuit one, how 
do we divide this biggest possible pie between military and civilian? 

ot easy to measure or reconcile~ 
this division are not just 
o Youknow, some people in 
k that military officer s~ when 

care about the Civilian, 
is; that they thought, "Just 

give us all we think we might ever nee~withoht any limitation and the 
rest will get alonEall don!t think it was really t~%t kind of 
~hortsightedaess. Perha_ ~omstim@s a lackof realization of how 
im~ortan~ thelndirect military ana nonmilitary needswere to military 

didn't want to give up anything at all; that they thought; "To the devil 
with winning thewar; we are •going to keep our comforts, n 

-which are we going 
to coming into the WPB 

~re being used to deliver soft 
-~ ................... 't be allocated for that purpose, 

that soft drinks were not essential. Well,itDs always a matter of give 
and take, back and forth--what is really needed to maintain, the civilian 
economy. 

Tl~re Isno question that so much can be taken away from the civilian 
.economy as to destroy the incentive of the individual workers. There is 
no question that so much can be taken away as to disrupt the continuity 
of~,. civilian. .... life as to seriously curtail• production. Surely, ~automobile 

Willow Run. It is way out in the woods. 
, distances and they~needed cars. 

People ~d,.to travel long 
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" It so happened" that ~ ..... -we ..had a blg supply of-automobiles-~enough:to form 
a surplus--so we got along. all. right without irrolduc-ihg any hoWe"cars-aft~r 
early 19~2. But, nonetheless, We hadto proguce.the~'f//~l;~and"P r°vi:~ t:he 
replacements to make the c~rs go.. .With-no transportation facilities' fo'r 
workers in tank producing plantsj, we Wouldn!t hav~ had tan~s. So it fs a 
matter of: balancing the v~..rlous ne-ed~, ~nd~.it . is not ~as.~. to decide where 
the balan~cing point, is. It- is also. diff.icult because civilian're'quire '-: ; " 
merits are difficult to determine. M~ny of such requirements are rBalZy 
indirect military-needs r~nd not just civil~an ne~ds.. " ....... 

The problem, of course, comes down .t'o terms of.~the criteria whfah~are 
used in making th.~se apportionments and.allocations. One of the grea~s-t 
deficiencies or weaknesses in the whole war production effort.and i~n the ~ 
whole relationship of,military to civilian came in the area of deCi:ding 
the balancing point be.tween military requirements and nonmilitar.v req:ai~e- 
ments. We never reached a scientific basis. We. probably n~v~r shou:l~d ~hd 
never will get, it done precisely'becaUss.one, can't julst say:t~,t ~re m~5~ 
twentyunit~ of. output here and ten units .there and noneieisewh~ej. '~/~tl~ 

a high d@gree of-assttrance. : . ~ . " ' " 

O f  c o u r s e ~  i n  a ~ e n s e ,  t h ~  d e c f s i ~ n : ~ ,  u l t i m a t e l y  h a v ~ : t o , b e ~ a r b i t r ~ r ~  !. 

They can'.t :be 'done by me ans,.of& !scale. There.:is no scale.:~a~ed:sn :". " 
economias or somethin~ else ,which Wouldpermit anyone--to say, ~"This -weighs 
precisely .this much in term s io~ it.s n:eed and. therefore t!ie alloc~J~on wil'l 
be m~de"~erfectly." Rather, it is .necessary to have-many v@rb,.%l bat:tle ~s:. 
Claim&hiS, somo real. and some hureaucratical..lF concelved,, must go ~efor~'- 
different committees 'and argue as to which program is justified ~:nd ~,hich 
is not; who should get .this and who should:get t.~.t. Some d~nvs one gzo~.p 
is deeply hurt, an~ other .da~s.an.other representative is deeplY~rmt, but 
in the ds.mo~cratlc pr.oces,s, it gradually works its way otit~: :: JI. don~t~.think,: 
frankly:, that w.e c~n ever determin, e precisely and autome.t'ically:how.'t'-~t 
pie ought to be distributed as between direct military, ind~rect;'miiiit~ry', 

and civilian. • : . . . . . . .  

But that in .turn raises the question as to what are the real require- 
ments.. The division of total o-utput between military and. civillan d@pends 
upon the basic requirements of ,different categorie's~ i would like. to.."talk 

about ~ that now with serious emphasls. "~ " . . . . .  

.- ~ : . ~ 

Let me tell you ..% .little exp,~rienee we ...had in .the war t~ le.~t lot 
of scars..:Back in 1940, when we first met :to di-sduss this problem of-- 
mobilization for defense, there' wasn't in a solid sense, any reml military 
requirements program. .The ,military people who.' were in the picture at. the 
time realize that this was the sithation. The Munitions Board had the 
PN2 schedules, these different schedules of requirements for two millionmen 
and four million men. I remember that when we went into this subject in 
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the spring of I~AO; we-:started askin~ a lot :of detailed questions and be- 
came. nuisances ~ery .quickly. You can -well apprecls~te that,, because we 
se~:ught..things which di~Lu't exist. Mos't:6f .t'hepeople there admitted that 
there wasn'tany real, re quirement~s progr.am in ~ the itrue sense of the term. 

.~In. the spring of 1940 the United States ,began/to expand military 
pro.ductioa and ~ i~ was. done sort o~ haphazardly. A-little order:was p~ac..d 
he.re a~d a bigger ~one ~here,. Then somebody dec~ded we ought to ha~e more 
of something else. Fran,kly, it was very luckyt~t foreign orders were 
comingin then.. They~helpe~ plenty, 0urultimate mobilization was 
speededup in so~e ~ real me~surebecause we(l~ad a lot.of foreign orders in 
!gsg~nd 1940:and,they were flrm requirementsin, the sense that orders 
were placed.~ ~ Altar all,.you can-go i~to your Corner grocery~stor~ and 
tell~he fellow, 'I'.d, like to ~have six poUnds:of cheese-and.four T-bone 
steak~-o" That is nice, but if. the next thing you ~Say is, '!I have only 
eno.~ugh~m0n~y:.to pay~for~.one.of " ~" each,., your desires are not areal re- 
~ulreme~t:in 'the,true.sense o:~ the Word. ~ Those orders-tha~ came from 
over~seas.werefirm.and:the, 
zation. As United Sta~es.~ 
placsd, the •whole process ~ 
lackofearly progr~mmlng 
appropriations request~s we: 

tepping up our-mobili- 
Zed and contracts 
was speeded .up. The 
Br-skelter way in w~ich 

A!ll during 1940 and1941 there,was a real struggle here in. Washington 
a.s tO what:was really needed to win the war. Actually, the. term '!~hat we 
neededto '~in, the war"-never..came<into being until 1941, but we were try~ 
ing to get a rounded picture of military requirements. I remember inlthe 
.spring of 1941, when several of Us in the War Production Board were talk- 
in~ about req~irements~,, we go~ into a discussion with some of 4hose people 
who were concerne~withmilitary strategy and~we asked, "W~t is really 
.needed?" .0f course, if you walk up to an0fficer~in~the Air Corps and 
saY,~/~What is~really~-needed?" he ~will -say,"I wouldlike to have 10,000 
airplanes." If you~ask, "When?" he saEs, "Tomorrow.." Well, I don.'t 
blame him. That would be desirable, You say, "You can't ~ve them 
tomorrow. When do y9u really need them?" He will say, "As soon as I can 
get them," we asked, ~,What about.a time ec~edvLle of requirsments?" ~ell, 
his .time schedule in terms o~ what he needsls tomorrow or as soon as he 
can get them. But you can',t set a time scheduie, of requirements-completely 
in the abstract., because it has to sort of-mesh with what is possible. So 
tl~at requirements in.a real,sense come.down to what is needed, and ~ha~ in 
turn-has.~o be schedule~ i~.seme relationship to what can possibly be 
produced.rwiththe maximum~of, speed and~ffort. : . . . .  " 

In the spring of 1941 there was one man in this country who in my 
book was one of the greatest con~ributors to all-out mobilization not only 
inAmericabutamong.the.Allies. Hewas ~rather in.t~erest~ing littl~ chap 
by the name of Jea~Monnet. Mo.st"of'y0u pr0bably'never.he~rd of~ him. He 
is the brain, f~th~'of thi~ Plan f~r cdor~ination of steel ~nd coal " 
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production in'France and German:~.! ~Monnehw~s.%heocoo.rdSnat~o~ of F~en-sh- 
English pr0ducti0n.'inl9~9:an~ 194~;'.Ke~s'a.~ellow who is brilliant.in ~ 
conception. He has redid dens.. :He~sets.s~efin.~e goa.l,, fi~ou~res.:.ho:~ to ~ 
reach it, and.really~ticks with~tun't~l:~es~tltsa~ acheived. :. 

Monnet- cam~.:over here after France " fdll. ,~. Although,he w a s  a .French 
citizen, he came .over..~here .as deputy..head of t-he British .Ministry-.of. 
Supply in Ndrth America with0ut'por%folio. He held t.hat ~big.job in. the .. 

F British setup even though he ~was a-~ rench citizen..-.He WaS busy germi- 
nating, ideas. He expounded and hounded.'one: simple idea which basically 
should-, have been obvious. He ~ decided, at ~ the end ,of 1940 and.-in the .... 
spring of 1941 that the war with.Germany wa~':go.ing to.bewon by.American, 
production; ahd t,.hat therefore If it was to~.be, a victorious war for/the 
Allies,. the American economy had:•to,.go all out inpro~uction. 

• I y~ " • That Sounds reasenably obvious,~ but~. ~o tr~n.slate that co_.cept~on in.~o 
reality wash/'tqUite so easy, Monnet.,-is the-kind of fellow who works , 

well with top leader.s. He get's: a t.eam of p.e.ople, working• .with. him. He 
would go to see Harry H~pkins, and if-Hopkins.th0ughtthe, proposal was 

_~,e a good idea, Monnet would go and talk. ,to Roosevelt.. T~en ~ would c~ble. 
to somebody he had working with him, in England: to~ go in and get. CbS~rci{il~!.' s 
reaction. Then he would go .to see Stett.inius -or talk with Donald l\Telson~, 
Before you knew it, he had a lot of people working with him and for his 
idea. He was the kind of person .who would go 'around pressing .other people 
and getting them to push.each other. He would tell them .what was happening° 
"He wotil& write letters for them,.. He was.. realty ~ wonderful mane:Averer. 
He did a magnificent job, 

- .  Finally, in the summer .of 1941, Monnet ~had progressed 'to a point'where 
Roosevelt and Churchill had agreed .on ~wo things--one,, ~hat 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 w.ords, .they would 'try to integrate the production of .'the major 
Allies. " 

. l"was.amazed when we started to talk about these_objectives in the 
summer of 1941 to f.ind that in the First World War there had been liter- 
ally no exc½~ng@ of production information between the United States and 
Great-Britain. There had been integration of military ac.tivities to. some 
"degree, but there bad never been any'integration on the production:.:fr0nto 
I talked ~yith officers who said, "In 1917 we didn't know.what the Bri~ish 
were producing qu~ntitatively-and ;they didn't know what we were pro-. .. 
duc ing." 

Well, w~en the top men decided ,tl~t_ there were going to be those, two 
ob:jec.tives-~one, set.ting..up..a real see of::.requirements needed to defe~t 
the enemy, and, two, ,to integrate our pro,~tucti.on--then came a trip which 
Stacy May took to Engl~n&. Ha went over and brought back data on British 
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scheduled productign:and requ%Iremeht@ ~in ~anks, guns, and so. ;ortn," ~ ' in 
major c~egories. ~ ~The'yh~& abO~t S0 or. 40 oategoriee--antlairb~aft., anti- 
tank, tank ~gur~s, airp~:~nes,. ,merch~.~.t ma'ri~ei~ ~p~.; ~ submarin~e~, an~&f our o~r 
five classlficatl;or~s: of naval Ves.se~l~. ,".~'He' brecht. Ba~ck da~t~.~s .~o t~e~then 
schedule of product .fen %y the Britis~. "":l't .was %he.fi, rs~ ~/tdme ~h~% "the , -' 
U n i t e  d S ~ a t e  s • had  •ah~ ~,data,~ l i k e  ~ h ~ ,  f r o m  ..an. a l l y ~  '~ •! W@ '~ ~ :t.he: Dni • tdd  ' .  

a % . - . . . .  . .  i . • " " . 

St tee and Br.~t&shflgures • toge~ther ~nd ~the. r,esul~ing, flgures"Were aVa~l~ • 
able' to both .Sides. " So~ for' tlhe firs% ~me we ~%d a'prbject~ion of pr6duc~•ion 
by quarter-yea.re by b'e~h • ,countries, so t'hey could •intdgrate ~heir 'operations.. 

P r e s i d e n t  ,l~Oosevelt. t h e n a s k e d  ,~h@armed s e r v i c e s ,  "What  do we n~e~,~to "i 
win-:the war?j! That~was~:when the'real struEgle began, / A Lend-Lease misslon -,.:,. 
wer~t to, Russia in the @azly.fall or l~te summer of i941 and came. bac~.L.with : ,-. 
t h e  R u s s i a n  r ~ q u i r e m e n t s ~  :,.So .:t~hen-we h a d . t h e  L@nd-Lease  r e q u i r l e m e n t s  a n d .  ~ ': 
we had~ those . ,  of" t : ~  Army~. a.nd tl~e Navy, "~ye. h a d  a t oughe r . ,  t i m e  g e t t i n g  the:  ..: • ~ ..~ 
Navy requirements than we did the &rm~, al.though i t-~w~s, difficul~t all the ~ .. 
way around toget them. But finally :~'n the fall 'o~ ~ 1941 we did get a set ., ; 
of what were .said robe t~e requlre~eat~ needed by•~@verybody to win the " 
war ..... The fi~e8 Came::~u~ tot~s Sucham i25,000'~tanks , ~00,000 a~rpl~nes,~ :.-.i; • 
20 million tons of merchant 8hlpp'~n~, and eo forth. I don't remember the 
details. But the requiremen~s~t~ ali came .in and?we "finall~ put them 
t o g e t h e r .  . " :~ . . . . . . . . . .  ' - • • 

Then • the. question came U p,~N~w, 'wha~ about"-timlng? ~t After ~Ii, . 
.7' 

2DQ, O00 airplanes produced, in ]twenty years woul.dn't be'tough; but %rha~ • .~ 
about this-number of ~i,rp!~nss. ~n!.6ne year, or fn two or three years?. "'" 
So we start'ea'what w~s: t_~e f~rst "~f.'~.t~he ' fe~si:%il{ty" analyses. W~t 'di~ "" 
we mean by "'feasibilf~y"? It meant She maxi:m.~n that ~-auld~ .be accomplished, 
Withthe use. of some c~yetal gazing an da.$ew:indirect devices we q ame .out 
in the late fall ~of %941 with}wh~.t we regarded asia 'baSiS for .th@ victory :. 
pr,ogram'.~ We. ea-id' %~,t~w~, t .hok~ht th@ ,cotu~try cOUld meet  t h i s  s e t  8 f  
objec~t.iv.es/.by the spring of 19.4~ o r  maybe it was. •" v@ry late in 1943. 

Then we scheduled~.,e~ .the pro.gram .b~r'qu~rter~"a~ b~.st"we could; not 
on the ..ba:azs of preclude '~engineering data.~,, but on .the ba's.ia:iof.wk%t m~n%~ ~. 
power we had in the.<'ec:o~omy, ~:ohr ~ational, income, and the ~vaila.ble Supply, 
of steel, copper, and aluminum.' ~e U~ed ~hese three critical raw m,%teTial~, 
Tliere was- obviously a lot of judgment,a~nd~.guesswOrk ;in the. processl .~ - • -, .... 

Finally.we sai& this.is Wha$~'~.~e ' tbi~k..could be accOmplished bY s hch .% 
d~te, and thus and thus~ iS..the' geier~l trend/in whlc.h it,~w0uld go and the 
ra~e o~ increase. Those fi~eswent .over to the Whlte'Heuse, Lord 
Beaverbrook was there at the time, and he~ urged "the Rresiden~ to':~rai.se .-. 
the'figures, :a~d' the Presi&ent did just that. - You know, right ~fter'Pearl 
Harbor. the~President. ' came ou~'with' h~s ~ so-oaf, led Victory program..~"Th~ ~"r 

f him w~@~.~re~tyambitious; 
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The problem of programming becamek ser i~ous in the sprinE o.~£1942,u b~e - 
~cause requirements were still flexibS~e~ There was ~ general tendency toc 
raise the requirements even above the objectives which had been set. ~I 
think part of this tendency stemmed from ~the fact that the re~quiremen~s 
had never been laid out in total, and what we had been working with were 
critical items--aircraft, tanks, .ships, ~ merchant vessels, and~se forth. 
In working on the Victory Program, we didnt~t go down the line int~0 all 
the complements needed to balance• out the program. As amatter ~of fact, 
it wasn't Supposed to be a balanced program at all; because~many df thes~ 
items were out of line because . of speci~l requirements from our allies. 
So there wasn't a balanced set of requirements in the VictOry P~ogram.- 
But as soon as these big requirements were set by the President, e~ery~ 
body wanted to Balance everything against ~hese key-item~re~uirements~ 
Before we knew .it, .Instead of having a program which was amb~,tious, we --~ 
had a program that waa/a bit on the fantastic .side because it was just~ 
too large. ~ ~ 

At that point I want to say that~in the matter of mobilizing re- 
sour'ces to the maximum degree, thereuare two criteria. 0ne~ is topush 
the objectives 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 too large, then th~ - 
maximum will not be' achieved. If requirements are so big that i~ is 
utterly impossible to achiev@ them, I think there will be a degree o~ 
chaos in th~ whole mobilization and produc.tion program ~hat Will h01d ~. 
down or at least not n~aximize to~al production.. The degree'0~f,~fai!~re 
may well vary wi.th the. degree of excess in the requirement program. 

All during 1942 there wa.s a bitter struggle between the people in the 
armed ser~Vices and WPB on thi~ problem of programming~ Whereas the 
civilians in 1940 and 1941 h@d been working.on the 'side 6f~higher re~t~ire- 
ments with the help of some Of the military men, in 1942.the civilia~is 
began to work on th~ side of not l.etting the requirements run away and 
toward cutting them down ~hen it was-obvious ~he.y were fazbeyond fe.asi- 
bility. So ther~ wa~.a'.very bitter s.truggle. We had a reall~ terrible 
time and the going was rough some; tiies. 

We in ~ wanted to get the requirements back ~o what we 'regar~de@ as 
feasible.. The services felt that we had made a mistake in, pushing t~hem 
up, but actually we hadn ~t., We had suggested certain levels a.nd then 
they went far above them . . . . . . .  

I think the reason for Our' fight for ambitio~s but feasible goals was 
clear. Each procurement service was buylng at the same time~ The Army 
was buying here, the ~Tavy there, and the Air Force here l, The Her c~ha~t ~ 
Marine and the Maritime Commission were also buying~ and Lend~%~oase ~ 
buying° In the Ar~y the Chemical Warfare Service~was ~ " "  er ~ 
the Quarter~ster Corps there, and Ordnance elsewhere. And it was not 
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that theFd~duTt care about achieving a maximum result. Yes, there was 
considerable teamwork; but the fellow who was buying a certain item in the 
Quartermaster Corps didn't know what the :fellow was doing in the Ch@mical 
Warfare S~rvice. They were competing with each other. 

You must realize that if you have objectives such aS those t_hat we ~had 
in the~ lathe spring of 19@g, calling for 120 million t~ons of steel, in- 
cluding essential indirect military, andthere were only 90 million tons 
of :stee~l available, something was going to have to give. If you~build 
fabrl.Catingand end, product plants to consume 120 million tons of steel 
and youhave ~nly 90 million to give them to work on, some of them are not 
going to be ~sed. You are going to get pieces of this and pisces of that. 
Youwon't be able to finish many items, because everybody else is grabbing 
off.the things they:too must get. So 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 over~all planning, because if you don't 
have a big enough program, ~ y~u are never going to have an all-0ut effort; 
but ~ if you have. too blga program, the scheduling job becomes impossible. 

I remember one of the fights we had in 1942 over the question of 
reviewing the new facilities program, Objections to building excessive 
facilities, because of the likelihood of inadequate supplies of raw 
materials, were met lby arguments that the precise scheduling was im- 
poss~f~le. ~ ~That Is precisely why over-all programming is so essential. 
In 1942 some facillties which were part way through had to be canceled. 
There wasno point inbuilding them. They couldn't have been utilized 
anyhow. There were too many facilities going up. It wasnlt too serious 
~hen;'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 each service seeing only its own 
nee@s 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 
problem, But not without strong words ~nd s0me stiff conflicts. 

Scheduling of raw materials, components, and facilities is really 
impossible if the ~ total objectives are far greater than can possibly be 
achieved. 0n the other hand, even if you had a perfect program, you 
would~ still ~have to have some scheduling. 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 ~ve 
100 million tons of steel; in 1952, ll0 million tons; and so forth. ~ Here 
is ho~w ~ much aluminum we can get. Here i~ what our objectives can be. We 
can!t cut the civilian down more than mac.h-and-such percentage, and this 
is lef~ for the m!!Itary.~ ~ Let us say that we set up a military prQgram 
b~ed on th~se d~ta on resources and on other needm. I am certain t~t a 
good scheduling allocat ion would st ill ~ be necessary. 
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The reason for ~t i~ ~h~ mrge Of each person to conoentrate on 
~uccess in carrying out his immediate iassignment.~ Eve ryone~ican'~t ~ keep ~ 
his eye on the over-all picture, an'dea~ch One ~who is tryin~to do a job 
~n the cell in which he is working is going to try to do his best job. 
The fellow down in Chemical Warfare is buying canisters;, let us ~ say, while 
the fellow over In Qt~artermaster is b~ying trucks, That fellow in Quarter- 
-master is going ~ta try t o  get all the t~cks• he neleds and. prefe: rably,, anead 
o~. schedule. It is his job to fulfill his requirements. Every other 
individual is going to try to do the same-thing, Some are even golng to 
hoard a bit'. ~They will try to get a small inventory of materials and com- 
ponents, especially the critical items, b~cause ev.ery one of them~knows 
that if he has some inventory in the plant with which he is working, he 
wi~ll be reasonably safe. The next month there may not be'the supply 
that there is this month and he m~y fall behind in .his schedule~ Every- 
body is out trying to do the best ,he can. The.re fore you need some degree 
of.control =in. terms of inventory control, in terms of allocation of 
resources., And in terms of scheduling, 

Th~_iallocation systems which were developed in the war, PRP and CKP, 
were not bad. They were net the ultimate in perfection, but on the whole 
I don It think they were bad. You must remember that we .live in an economy 
in the United States which is not tctalitariaro, .which I hope will never 
b.e totalitarian, where you can go to Chrysler management and ~sa~/~,.~" If ~/Ou 
put more pounds of aluminum in production than are needed, 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 must be ~ a Considerable 
degree of latitude allowed to individuals. Therefore it is necessary to 
develop the kind of system which Isn't so tight and precise that you 

literally destroy the incentive a~d initiative ef every individual and 
take ~ll: judgment, away from him. What you have to do, i:s .-to impose 
certainlimits which don't let people go too .far out of line. 

• . ~ j.. - ~- . • . " , 

The mater~ai control system developed during the.war.reasonably well 
achieved that objective.' It wasn'~ so precise tD~t we avoided in ultimate 
terms some wastage and some accumulations or avoided some materials going 
to the wrong places. Bnt the balance between restrictions and freedom 
was reasonably well achieved and the .results wer~ not unsatisfactory. 

~ It wasn:t easy, by the Way, . to implement . many of ~ the.so co.ntrols. I 
. remember what happened in 1941~ whbn we were. beginning ~to talk.~a.bout 
cutting, down on. ahtomobil@ production,° The ~ resistance .of the ,auto 
Rroducers ,was not ~ quest~:pn Of:patriotlc mot ives,~ You can't blame the 
automobile :ind~stry~ for not wanting to ~have ~-utomobi-le ~roduotip-n cu~ 
immediately. I remember when ~he Tirst suggestion was made to cut pro~ 
duction and then finally to cut ~ it out entirely; .the manufact;arers said, 
"We have inv@ntories of axles. PIease allow us to go.ahead and-use them 
up. '~ If ~ou'iet them useup the inventory of axles, they ~would ,find they 
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~tili: ha~e Some; ~heels. : ~The~ ~oul~d ~ ~e t!~em~ Uio.i an~ then~the~ would :b~ve 

st.op,1 bec~use.the. r.el~Wo~l~ always b'e ~ n  i ~ e n t o r y  of. sOme.th!a.g.. I t  ~ not 

~In a .sense ~iin ~ a delmocracy it isJthat, ~ilng.and pushing of ~nterests 
ba~ck and forth whi~h~",u~ually %r~Ug~ I!~S! ~;oi~mewhere hear the right con i 
cluslon, one person ~ight Say,,. ~!it WO~I~ble deslrable to tell these 

 oint no arcument. '" Well, those   %i rary  ecis ions I made 
a totalitariau econolmy, M~ybe sUO~~n ~bonomy is a littl~e" more efficient 

our_ ° l am not a :out at a.ll;o" ..But. in our  conomy 

somebody gets too li'~tle butlthe excesses aren't oftLen.cala~ito~s or 

negotiation,. Of lgivinl and ~kking. I thir~ we finally came out with the 
k.ind of limi.ta~t~ion orders', 6~ ~iloCation myst%ms, ;~n~l of [sche~uling 
• ~rocedures which worked lout pretty wel.!. : . l . A . 

you will have q ues~ipn s on ~his .matt er .of .re;quircmen~s ..~'nd allocation, 
b~t I want to ~ouch. lightly on ~. few o~her, items,., aspecially on the 
economic impactS.. .... ~- ~:....~. : 

SO "'fa~ aS economic i~C~ts are concerned, i,f.we ~iuderstand how this 
economy works, we can r.eadi.ly understand some of the f~scal problems t~t 
are related •tol m.obiliza~ion for w~r. I am going to oversimplify t~e 
picture .iandi~say-t~s t~6 ~od.:. 'The hationai.. income is a .measure of two 
things;..~on the. One ha~d, it is ~Q~ me~sdre of "what: the' ~ot~.try produce s 
in g~j6ds .~nd Ssr.v~c~s;: i If ~ou could j us.t cl.ose 'your ~ieyes ~,nd .imagine ~a " .~ 
big p iiie~ov.er 'here Of ~a!I .~.,e ia.ut~.omo.b.i~.es., amu~eme.nts, ' clothes, houses, I 
c, halrs, nk~chidery, airp~la~e~ ", ~irc-d~s, s~ips, ~ent~I c~re, education-- 
all.t he t~hing.s.t.hat a ..c.dunt~yl. iiSroduce s i n 'any..qne je~r--tha.t wbuld be the 
national I income..l I~l is 'the vglue of the pro.duct ~f•'~he ~ ecbnomy. ~6h the 
other hand, the w~ges .iana~:Sa!a~ies p~ild out, .all ~ ~ere's't, the i divi~ " 
dend.s, .t~e undistribut~ed profits, all "the ~nc.omes ~h~t are receiv.ed by.or 
~O ~e I l: t ~ ~ " In~'ivid~l'~ ,~" the me, ~e ahbt h~r sea sure of "the' nat ion.ai. "inci6me ;" 
In other words, the national income' is a measur.e 0 f what Weproduce and 
of.~.he claims •over. i.t, ~ That 'is why if'youstudy.nati.onal income figures, 
you see the income broken dowff! by industries 6r t~p.e~ls of products, or you 
fin~ it broken @own by types of income and slz@--some received 1,O00 
dollars, and some one m.~!li0n, dqllara, and so o.u~ You find it broken 
down. between interest and dSvidends ~nd wages. The"one isa .claim on the 
product, the other iS: a;measure of th~ prOduCt. 

. " o ' .  "' ". - t .-" . . . . .  , " " 
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Now, if during, war you want to take this pile ofl output, which..mUstAbe 
made as big as possible, and you,cut out a slice and" say-, "That goes .for 
war," then you must try to relate the fiscal side, the moneyside, the ~n- 
come side, of it to the allocation of the product side. You have to begin 
to realize that you cant t let all this income lie around, where people are 
going to try,to btky goods that are not available. Don'.t f0rge.t that our 
one measure of the national income is equal to the other-. If all thes.e 
goods are not .available to people to buy, you have to get soma of..th~ir ... 
income away from them. You ~ha.~ve a fiscal problem of diverting some. of - - - . ~  

your income to Uncle Sam who suddenly has become a huge buyer~ .~ • ; :~ .... 

Uncle Sam is taking this big chunk of goods out of the nat]iona:i, i~pr.oi~uct • 
for the military. To balance that, you must tryt0 . take an e,qt~l amoun.t. - -..:. 
~f money from the peopleo. You dither tax it away or borrow-it. ,.D~pend~i~ng ., 
on how you tax it or how you borrow it, or %0 w~t.extent yo~ d$ one er . 
the other, you are going to influence the .price~'ievel, and y0u~are "gei-ng. 
to influence the stability of ]the economy, ' : " " ' '  . . . . .  

In the last war we raised taxes tremendously. In 1940, ,.our. total tax 
take by the Federal Government was ~omething a#ound 5 or 6 ~illi0n dollars. 
Taxes rose in 1943 to where they were ~round 50 billion. That means t..hat 
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 .th.ey. -. ..... 
wouldn't be competing for the limited.supplyofgoods, t . ~ f t : . o . . v e r " ' . a ~ t . e r  the 
services took what they needed. If the people had. m0re money~t 9 spend 
than there were goods and services on which, to spend this-money, prices 
would tend to rise. " " . - 

The money raised in taxes was not eneug~ to finance .tH@. War, so the 
Government borrowed the~.rest.. Now, to.the extent, that '~Jhe borrowing. . 
process ~a v.01untary.one , t~t i.s, &one -through t'i/~ pt~rcl~as' .of .~r. :.. 
bonds, y6t{"leave quite an-,inflationary pressure ~ i~ %he ecoaomyby r~ot~:.i..! -.;.. 
taking away enough purchasingpower, and also you increase %he.'.nati.onal ~ .~ 
debt. To the exten.t, that persons won.'.t--v~Iva}tari!y'~yenough~goyer-nme~t .i:.; 
bonds with their. saving.s, -the. Government muS~t resort to credit expansion....-. 
and that iS inflationary. A lot. of: people ~ are worried t0dAY~b:ecause.,:the 
national'debt is over. 250-:~,il~ion dollars, Whereas it was ~9und .50..-..- ...... . 
billion in 1939.. Well, .alll say iS.~tli~t if w~"didn't like a big. deb{,~-ii"~ .. . 
then we "should have liked bigger taxes/ ItWas necess.ary to. ha-co one or 
the other. There is no point in--be~ng:against both 0ft'hem, .Yet .,~'~ i,s .- 
interesting to r10te ~th@~t:most of -those ~.people Whoscream about ~ b;i~g"%eh~ 
are also against big taxes..- • :" '"' " : 

There is no question that our debt wouldn't have gone during 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 taxe-s. 
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Whet:her we. should have taken all the money to finance the war in taxes in- 
stead of taking some of it ~ In ~ bonds is a serious question, because there 
are psychological implications; People feel better when they ~hav~ a bond, 
on which~ they have a claim, than when they pay their money to Uncle Sam 
~n taxes. 

YOu .h~ve to Worm out your tax program, your bond program, .your whole 
fiscal operations, according t o  various considerations. Wha~ are the 
Icag-ran economiJ¢ Implications of an unbalanced budget and a higher debt 
as against a bal:~uced budget and no debt? What are the incentive impli- 
cations of getting most of the money for the war from the people through 
~ax~es Ji~nstead of borrowing it from them? Wh~t arethe implications in 
t~e~rm~ of inflation? There is no question t.~t the more you tax away 
f~Zom people, the less money they have to spend and the less inflation~ury 
pressure there iS in the economy. But you b~ve to think also of in- 
contrive s. 

Those problems of fiscal policy are extremely important to think 
through in advance, because they affect production, Let us not kid our- 
selves. If you dontt have incentive enough, you may not get the zF~ximum 
production, no matter how much flag waving and speec~ making you do. I 
am convinced that without accelerated amortiza~t!on, many of the indus- 
tr~es and plants which we now ~ve in ~his country, which were built 
during the war, never would have been built. You must try to figure how 
far you must go in offerin~g 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- 
prise in a free economy. 

Many people feel that if we l~dn't had the excess profits tax, we 
would have~ had a great deal more production. I doubt this myself, be- 
cause the profits weren!t bad during the war even after the excess 
profits taxes were paid, Profits of corporations averaged lO billlon 
dollars a year after taxes, as compared with three and a l~If or four 
b ill~onbefcre the war. I think there was enough incentive given to do 
a f~irly good job. :Some people feel if we ~d been easier on the 
personal taxes, we would h~ve had more production. I am not so sure. 
I agree, you ~ve to strike a happy balance. But I want to leave the 
thought wlth you that this problem of fiscal policy is a tough one. 

Now, ~heoretically, if you could getenough of this ,~urplus buying 
power away from the People in the 'form of taxation or patriotic borrowing, 
forced savings, or whatever you want to call it, then price control 
wouldn't be necessary. In other words, if you could take away enough 
buying power so that there wouldn't be more demand for than supply of 
goods, you wouldn't need prlce control. But we know that is impossible. 
You can't attune your fiscal policy so finely t~hat you can avoid surplus 
buy£ng power. Sows must have a suhstantlal degree of price control 
during a war. 
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l',$hink our price control during t~e war Was highly s.dc%e~s~ful,~::~¢ 
wasn't absolute. The re::W~re bl~c~.m~r~ets ~n~graymar~ets no.re an~-there. 
But by and larg@ price ceatzo&~.was~:~hi~.effe~t~.,her~ i~th~Uni%ed 
States during thewar, an@,thesyetem ~@as/~re~sohabIy fair~:: Ma.ny empld'yers 
thought the. controls ~erstoo r&gid ahd"s'aid' Shey.~s.hould have l~ad new~rd 
adjustments. I remember people Coming to WPB and complaining about 0PA, 
saying that excess profits tax and price control were vicious; that they 
were. now earning 400,~00dollars a year ,Tn'thelrllttle pl~nt~Knd :they 
were. being, left wi~h-onlyl00,000.:T~ey a%'Id the Government"was vfcious ~ 
for taking t.hat 3~0,00. We asked them.how much they ha'dmade in 1939t 
Well, if they had made 15,000 the~, they-wereJ~retty lucky. They didn"t 
seem to recognize that if.lt .hadn~It been. for %he war, ~heymight.s$ill be 
making 15,000 instead of 10O,000 afte~ t~xes. But t~t was: toor~tional 
to expect. . . : 

Butthere must be a degree of control which is not going to be very " 
agreeable to everybody. You are going to h%ve somebody unhappy all the 
time. I think that price control isnot only essential, but I think 
that on the whole it worked qu.it~ well during the last war. 

Of course, rationing :is another measure which is required to ac- 
complish two objectives. One is tohelp avoid mass inflation and the 
other is to help disperse limited supplies in the most equitable way. 
As I said before, if you took'away all the buying power that was. ex- " 
ce ssive, you wouldn' t, have..any tendency 'for inflat ion. You wouldn't 
need price control and yo~.wouldn' t need-rationing from the inflationary 
point of view. 

But we must remember that when you begin to squeeze down consumption, 
you have to be certain that you retain some degree of equIty in the way 
scarce goods are distributed, :~ T~hat is essential° You .have to be sure 
that the fellow with the longest arm at theboarding house doesn't get 
everything, If you have five people eating at. the table and you cut 
down the amount of food from enough for five to ~nou~gh-for one, the 
toughest guy will take it all..and the others will starve. You h-%ve to 
work it. out ~o there is some degree Of fairness, so'It doesn't go on 
physical ability,~ length of arm, loudne~ss of volce, or level ofincome 
and wealth. There has to be some other basis, maybe a little arbi- 
trary, as to wh~t is equitable,. That is why we 'had to introduce 
rationing. On. the whole I-think it also w-orked rather effectively. 

The L orders, the limitation orders', were among the t0ughe.st~of alij 
You told Some people, "You justiquite pro'ducing W&shing machines~ ~II Those. 
orders were very. difficult .for some people tol ~ take, ~But ag~iff I t~ink 
i t  ~.is h i g h l y ,  . n e c e s s a r y  t o  d o . , t h a ~  YOU" c a n t t  ' e x p e c t  - p e o p l e .  t o ~ r e s ~ ) o n ~ .  ' '  

patriotical~y:.and.say, ~"~/e ought, not ..t0"prbduC~. none'ssefitials ~~nd" my" 
product is not essential:-,,.:~Every, b0dy:~sHoU:i~ produce essential"s." If ~'~ 

... ~ , - ~  . . . .  : : . ' . . ; ~ ~  ~ . . ~  . .,~ - , '  ~ t ~  ~ '  - . , ~ " ~ . ~  ~ 
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some of yo~had ~ sat in ~PB in 1942, I am sure you would have seen ever:~ 
product in American industry being demonstrated and justified as essential. 
All products were claimed ~o be critically essential. Everybody said, 
"Mine is ~ es~ential" ; and t~eycould go through a process of reasoning to 
show w, hy the war would be lost if their production was cut down. So it is 
necessary to impose certain arbitrary controls. 

Enough about these three things--t~e maximizing of output, the division 
of the pie~ith the proper programming, and the economic impacts generally. 

By t~e way, I might say that generally manpower controls are ~mong 
the most difficult! controls to operate with any degr.ee of precision. I 
~hink Collls Stocking, who ~ is here and was in the War Manpower Commission, 
will agree t~2t it is much more difficult to introduce manpower controls 
th,~n controls in copper or lead, L orders, M orders,ratloning, and so 
forth. But I think t~t some of th~ incentives and techniques that were 
adopted during the war were excellent. By and. l~rge we learned a.lot 
about manpower control during the war that can be of gr~at help the next 
time, if we have a next time. ~ think that. t~herle has been an experience, 
which t~U~oubte~ly you have discussed in your m~npower sessions, wi~ich has 
been very valuable. 

I would like now to talk just briefly about the organizational side 
of this subject; there are some real questions. One question is the 
matter of civilian versus military control of procuremen t. You know, 
in 1940 and 1941 there was a lot of talk about whether procurement ought 

" to stay in the armed forc.e~ or go to WPB. ~hen Donald Nelson 'became head 
of the War Production Board, he was given a directive which gave him very 
br.oad powers. He really was given anything'and everything in terms of 
powers. He declde~ that procurement had been in military hands for so 

-long~%hat it ought to stay there, ,~ithough,! am not sure he would have 
agree~ to ~ that had it been/at an earlier period. 

! tl~ink myself that the,questlon is not so much whether procurement 
~ shouldb@:in civilian or military hands; i~ ,is a question of how procure- 

ment can be best coordin~.ted,~ I don't" know how some~of you feel about 
mil!tarYttuiflcation. I ~am certainly~h0t an exp&rt on it. But it would 
seem tc me that in the procurement'~ea the greatest degree of Unification 
is desirable. It probaBly:can't be complete,, because you always have two 
problems in procurement. 0~e, yo.u need the expert who k~news the product, 
the use, ~wh~at he w~uts, and all its te'chnical aspects. On th~ other !~nd, 
you need people who @re looking at the p~oduct from the commercial and 
economic side, in terms ef mlninm&m interference, of maximum coordination, 
maximum efficiency, lowest cost, and,~all~those aspects of it. The 
coordination of those two is by no means a simple matter. To" the extent 
that avery substantial degree of~C0ordination in procurement can be 
achieved between the Army and the Navy and the Air Forc~ I would say to 
that extent you minimize ~he argument as to.whether it[~ ought to be mill- • z 

tory or civilian. T ha~ I think is most emphatic. . . . .  



If it stays military, I think you should have also the maxim~n . . . .  per- 
centage of civilian people who are familia~ withprocurement. ;:The~e was 
the fellow from Montgomery Ward who died in a plane thai crashed a cross 
the South Atlantic. There wss another who was brought in, A1 Browningl, I 
who became vice-president of Ford, who di.s, ~. of~a heart at~:a~ck not long 
ago. Peopl~ like that, who have had real experience in pro burement, can 
be brought in more and more. • Th~ problem is much ~,mOre one o'f i:nt4~r4ti0h 
and coordination t~n it is one of deciding between military and civilian. 

Of course, there are other problems. There is this dollar-i-~,,ear 
problem, whether businessmen should be brought into the GoVernment on a 
dollar-a-year basis. Personally, I would prefer that t heyc~me in on '~i • 
total basis rather than ata dollar a year, although it ii a matt~ bf '" 
motives of individuals. I t~ink some of the businessmen who came iffto ' 
Washington during t h~ war were not only as patriotic a~ ~ anybody in any " 

other are i, but more patriotic lthan some, no ma%ter whzt their positi'on 
was, in or out of uniform. " • . . . . .  ' ~ '  

. , .  . , . . 

On the other hand, there is no question that some people have diffi- 
"culty-in dissociating previous relationships, Interests, and ties. •It is 
not a question of competence or of integrity at all, but.a question of 
background, point of view, and general thinking. 

I think it would be helpfu ! by and large if the bUsinessmen w~o come 
in during a war come in on a full, solid basis. After all, when yO~g0 .... 
into uniform as a GI or as a Reserveofficer and so forth; that is your 
whole job, your total affiliation. On that front I think it would be 
~ig~ly desirable if the whole dollar-a-ye~r~Ppr0ach were abandoned and 
we had people on a full-tlme basis. 

So far as the 0r~anizational structure generally is concerned-, Wi~B " 
had one great deficiency. ~ It w~s completely dlssociated from ~ strategic 
planning. I am not talk~ng about tactic~l planning; ~ ~ am talking~ab0Ut 
strategic planning in a broad sense of what the economy can produce 
and how it s.hould be apportioned, between milit~ryl-and civiiian ~ ~e~l~nds. 
There was no organization ~ which had this responsibility up until th~ 
suture.or of 1943 or the fall of 1943, when the Office of War 'Mobilizat~6n 
was started wfth Jimmy Byrnes as sort of Assistant President. Until 
then there was ~oplace. to get a decisior~ in t~ls'~" matter of how the 
economy ougl~t, to b 9 exloanddd and how its output should be apportioned~ 
The :WPB was really an operating body, handling allocation, expansion, 
stimulation of production, breaking of bottlenecks, and so forth. 

The military people were represented on WI~B, but who were the 
military representat ires? They were supply people like Patterson hnd 
Forrestal. They were.people at the logistics level--Admiral Robinson~ 
General Somervell, and so forth,-nobody from the strategic level. The 
top persons in Charge Of WPB had no contact with the Chiefs of Staff° 
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e i n t e  ~ 
e Hoa rse  ~' 
e and. 

o~lr .. 

~ s  ~tobe . . . . . . . . .  . 

a , ~ o n ,  - . . .  

~esI{ed and were not 
illans'" ought n o t , t 6  

;o. have ,anything ~ . t o ,  

~ther i~an,d, there " "' 
l ~ e l . s o n ;  o r , . ~ H o ~ k ~ n s l - w h o  •was assistant 

the.combination, of the two - - 
heir ,assi~e~ts successf~ii.y.. ' ,~  " ,.. 

.. There ought to be lone .top body which"cOncerns {tsel'f with w.hat I ... [ 
call the .big problem of economic and production strategy, The mil{tary 
• str~ must .~et ~p. th.e obj.ective.s, on an .... 
amb~ uet decide, the..:dis~ribution and the 
disl I.t .is :their. totaljob, to knit - 

• ~ h a ~  ~ i~ in&•of .  b o d y  you• can ;: v : , ,  

not in unif0rm. 
. '. , . "P.l..i 

I r~member that in 1940 an.'d .19.41, ,.when ques..~,ion~{ we.re .{~ed of .th~ 
QuartBrmaster COrps about inventoz:iee .iof b!ankets, t,he answer, was--this : r  

, Point. by . t h e  m ilitar.y...SaY.t~, , 
• L o  ~S~ o~f , w r o n g s  w.e.re, c o v e z e d  .:up . .... 

an&. m t i  . i t . a r y  effor~, h~.~d. b~,%.n .., .;....i::i 
; ¢  h a v e :  had,.. b e t . t e ~ :  . t : o : t ~ l  r e ~ . ~ t ~ ,  ..; :L., 

less ~elays, less wa~e, .,and .less~fraFed tempe.r,s .... - . . . . . . .  . ..... ; 

KR,  H I L L :  .' i~..N~ithan, " : ' : ~ " " " "  " : ' " ' "  . . . . .  ~:  '~ : - . .  " " . i '  .',~". You have taken u.s down ;to :your .offilc~ ::i n ,~he , ,. 
War ProduCtion Board. iYo{~ h~ve given us many thins to7 hhink aho.ut. ....'. ,:/ 

Are there any questions ~ -'., . . . . . . . . . . . .  .,- i. :. "~ 

QUE.$T!0N:,, WQ~d yo~ comment !,@,n: the Industrial Mobilization.P.iton~ . 
which were 10repa~d:b'efore the last war: the ones..6f,i939 anSi.,i§:s6; imd 
why they were not used? " " ' " . . . . . . . . . . .  
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MR. NATHAN: ~I do not thlnk .It was~because~ they were n o. go~d,.~ ~hey 
were extremely u.s'eful 0zi two fren~s. '' Firstl. elf' all,..they were,~-usefui i n~ 
placing educatio~a:l orders with. various industrial- plants. It wasn! t that 
a man who was given a certain~.a!locat.ion of production did actualTy.~g~t 
that in the war; but nonetheless, the fact that these • producers were 
alerted, tha't t.hey had. a little e~er~ence in L" limited military p~:Oduction,. 
'wals.ex~remely~ valuable. They were useful also in ~e~eloping e~perience 
among military men in laying out requirements programs. ~, / '• ..... 

But. the reas onwhy the first over-all.pl.ans, those for ~the mobili- 
zation of two mill.ion.men and then f.or four million,~ were not used'was:]~. 
because we didn't stazt out,. and ipr0babl~ never .wi.ll start out,~ by. ~ ~ 
say~ng, "We are going to hay@ two million men" and ~ then later,i. ,We are ~ 
now going to~ have four million.! s W9 .actually start out by saying,~ "Well, 
we had better get ourselves ready for more .men in this category, th~n::~n 
that.." There has to be much.me.re flexibility and more alternatives ~han 
those plans provided for. The plans just didult seem robe up to date 
with changes inj. strategic planning nor, I guess, with the latest in ~,#eapon 
~evelopment. . . . . .  

! would hope that~in the plans being developed today there is, a ..... 
greater degree of flexibill.ty than there was in those earlier pre~.World, 
War~ II plans. Toda F t,he plan.ners probably are keeping thespians E to 
date, varying them according to strategic Plans, reducing and inczeasing 
and replacing items as technological, ~progr@ss and tactical planning .c~ge- 
As of that time what we really had ~,as a set of fixed objectives with 
limited emphasis on timing. 

I dcn't, remember all the timing .of congressional appropriations of 
i940 and 1941very clearly, but I am quite cer.tain that when those 
appropriation bills went to Congress, they ~id not call' precisely for 
recruiting and equipping two milllon men or four million, or precise 
goals o~ that nature. There must have been. five or six different 
appropriation.bills in i940 that went~in one right after the other.. The 
appropriations w0.uld jump ahead here and jump aheadthere but ~ certainly 
not in line with %he supply plans ~hat were avail;~ble. 0n4 ~ Service went 
in ahead of others. One type of item went in ahead of others .... The 
res~ult was tlqat.~ the actt~%l securing of appropriations didu't fit 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 ~n ad hoc basis of putting money here and putting money there without 
regard for the available plans. 

I conclude that those plans were not Used mainly because they hadn,, t t 
been developed with enbugh v~riations, with enough flexibility. 
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QUESTION: I ~gather fro m the problems thatYOU just brought Put here 
that youare in favor of price controls in ~ the case of anothe~r emergency. 
Wo~Id you care to comment on the advisability of wage controls and the 
freezing of manpower, the movement of manpower to areas where they are 
short of help and into more critical industries? - -  

MR. NATHAN: ~ If we had another emergency, I don't think there is ~ny 
question that we would have to _have both price controls and wage con- 
trols. There is no doubt about it. You cannot in:a period~of tight con- 
tro~ ~%ve comple%B freedom:of one wit hout~ the other. First of all it is 
esmehtial~ohaVereally thre~:broad monetary or~ fiscalmeas~uzeso One 
is price control, one is wage control~ and~the other is.profit control° 
The.t~means you are controlling all the ways in which your claims over 
resources are distributed. Tha~ doesn't me~n that absolute rigidity is 
p~ssible. We ne~ver~ had~ absolute rigidity last~ time. I think flexi- 
t~llty in deciSionsby boards or agencies is :essential. Of course, they 
mustbe tough minded ~nd hold the line against inflation but still must 
make ~bsolutely essential adjustments. 

Take, for instance, this matter of manpower allocation. It s~ems to 
me t~t if the degree of emergency ne~t t~:!me ~s substantially ~greater 
th~n it was last time, it may be necess~y to just direct people to go 
from one pl~ce:~o the Other' P er~ona!l#, I would much rather we didn!t 
have to do that. ~I w~uld much ratchet rely on special incentives to get 
~eople to go to I~ss de sirable~areaS ~nd on restrictions such as limiting 
the ~emp!oyment of persOns lncsrtaln activities, for instance, nonessential 
production. • - 

We tried tl~at" in 1943, We ~rere fairly well agree4 on not permitting 
certain nonessential employers to increase their staff without approval. 
I ~hi:nk:that~is highly.deslrabl~. It iS highly desirable to do e~er~thing 
in terms of holding a bait out t6 get individuals to ~go to other .areas 
where t~hey are ~needed more. I would rather do It on:.the incent~v@ basis 
rather than in terms of actual directives on the use of manpower. 

Q UESTIONN; In 1941, either before or after Pearl Harbor, we evidently 
didn't have a~very good idea of what we were: going to~ha~e~to do orL~hat 
we were going to need to do It with. At the Present~ time do you fe~e:l ~b~t 
we have any better idea of what we are going to need, keeping in mi~ the 
changed organization provlded by the Security Act and its amendments? 

~. NATHAI~: I dontt know whether we do or not, but 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~ First, we ;have ~had 
these securityorganizatlonal changes;.i~second, we have the freshness of 
the World War II still ~n ~ront 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 technlcai 'developmehts" in modern 
warfare ought to give uS a basis for deciding quickly~ what we reall.v. .... nee& 
and keeping, requirements up to date. 

QUESTION: Do you know of any plan t~t ha~bee~h/devised 'sinbe'the .... 
close of Worl'd War II which in Four opinion is better t~.:the C0ntroll~d 
Mater ial s Plan? ' " 

.MR. NATHAN: ..~o, I don't. I am n:6t too famiiiar wfth ~he"pre.ciae .~ 
plans that have been developed over at ~he ~$RB ~. ~ndoubtedly~ some~ 
improvemgnt .can be made in some of the devices tha.t W~re Used during the 
war. But on: the":W~iole it was a quite workable plan.ii~Tl~e COntrolled 
Materials Plan came fn after other pia.ns had faile&; ~.Sd ih ih~dt~e benefit 
of other experience~: It c&me too after the war pr6duc~io~ Pr0gr~n had :~ i 
been brecht down to more feasible levels. Before tb/~t the l~rogr~m was.:; ..: 
way out 'of li.'ne, .- .- ~ - ~-"': • " 

The kind of plan should depend in ~ome measure on the kind of situ- 
ation faced. In 1943 we got up to a point where about 45 per.~ent of mLr 
total national"!outpu~ was goi~ into what we Called militar#~urposes, -: 
for fighting the w~r. It is possible that ~zder atomic warfare .consi~.er- 
ations we may.'~have:, t:o gd even higher. ~ NOW, .50 or 80 ~,grcent is hard to .: 
conceive in economlC"~erms, because 'i~ could almo'st i~.estroy the w~ole 
indirect mi'litary a8 well aS the nonmi;litary ~ ~c~nOmy.:~ But ' if',. for 
instance, we .h,ad:'to ~o toa 60~percent ~rop6~tio~ O~f:ysur total ou~u~t • :. 
being divert'ed ,te:..t'he~ ~ar.,. perhaps ~ the :' : ' : " ..... " . - Controlled ~ater~als Plan wo~.l& 
have to give way to something much tighter, much stricter, in which 

• penalties for variations from various specific direc.tives would b.e ~..<.ruly, 
severe. ' It might reqi~ire much more specific directives" as tO precisely... :._ 
how much matarial each Producer could hold fn his invento~ies, ~r6cisely' . 
how many ~omponen.t~ each could stock, and so' fort~:~ 'B~at', i~li~e wi:th., , ii 
the large.portien'of our resources that we devoSed in i9.43;: a~.8/1~44"to.~" i~ ij.. 
mi!itary.~purp6s.e.ls,. ,~he Controlled Materials P'.la n worked ~uite.w~%.. ,..i,i.:"ii I 

REMA~RK' In connection with the last question, i would like to repor,t 
th~at~ I:was with the War Production Board in the 'bhemic~.is Bur6au'during. ~ ., 
the war, and there our experience was that direct allocktion was the ..... ~ 
effective ~-ay and that the C~ was scarcely used; at least in the ...... 
Chemicals Bureau. One reason for that was that both the producers and ..~ 

the customers preferred ~o be told what. to do rather than t6"have it 
left to their judgment. 

MR. NATHAN: But how many S'~ccessive stages of fabrication did~you 
have in chemicals as compared Wi:~}~ a lot of metals? You see, .in a lot 
of those chemicals they really move from a very primary stage to./~n end 
stage quickly, no t through a greatmany stages of fabrication nor through 
a great many plants. Not all products in the chemic~ field coul'd be so 
characterized, but I would think it me.re nearly true of chemicals than 
of metals. 
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R!NARK, - ~es. ~ C~'rt~inly much .fewer. than in steel, 

~. NATHAN:' ~h~t%Is .right.- When you go,.t~0ugh eighteen stages ~r6m 
the raw material to the ..end p.rod.uct, it beco&es awfu%iy difficult to d f  

rect the allocations... Of -eourse, again.you know ,you always can vary ~our 
techniques ~ and program between the primary productand the "end ,produc~~ ~L~ 
You can sort of meet yourself both ways by partly:a PRP and partly a CMP 
approach. ' : " " . . . . .  ,i'..~: . : . . : -  

RE~: MaFI sug~es.t one.other thing? Later on I was with pri['e :~-!::, "~" 
~o=trol on ch2mlcals and t.here again we found, that tl~e most effective "'~ .... -:.-, 
areas of price control-,:aga.in In chemicals, where the problems were re-. "" 
fated to distrib.tttio.n,, w~e~-where there was ~ direct allocation, T;h~r~. 
the administration of price control was much more cr~stallized. Where 
it was left to, say, L orders, it was much more diTficult so it w~s .... 
neces"sary to..:hav~' con.tlauo.us .adjustments. ~ . . . 

• QUESTIO~No ' Assumi ,at we woul'~ ~probably ~h~ve 'another 
organization simil~ar ted in "~}~'~)c00rdlnat ion ~between " 
such an organization and our presently .organized Munitions ~o~r~. :' Will ~ 
you comment on the interrelationship between thos~ two agencie~ and"how 
,.-c.losely-they will.be able to coordinate on proc~.ment matters in .another 
emergency? ~ . 

~o[ .. . 

. MRo ,~A~HAN .... During the last war the functions o~the Mun:itiOas Board 

,~-If~.yOU were to take, say,..~!ae, w~iole~.mllltary 
'" ..... " '  

. i w~0hg--and 10ok : e.s.tabllsl%ment'.-.~n~, lSSg~thi m,,is_ .my j~adgment and I. 
at, :the:;~art .that..'the"munitiQni~)Board played, and theh~i~'id"%he ~'~e( t'h.ing 
for 1844, I think you would find th%t the Munitions B~ar~ in" i9~4 ~a:s ;~ a 
substantially less important part of the total operation than it W~'~s-in " 

1939~ Th~% W~S because of 'FPB-:havin~: been organized, an.~ t.~ fact :ths~. 
a lot~of~A~ " f~cti.on~ were moved .over there, My guess is ~h%t .th'~i~.i!i. 
will h~ppen:.again. I think that the important function's of the P!unit'i-Sfi-~ ":~ 

. . ":~%r,,,, 

Board. %n t.he .a~t~l period of' hostilities are ~%inly on..Internal .mntegfa = :- 
ring and coordinating operations within the services, doing th%t int~rn@l :~" 
integration and also being a real liaison and coordinatingpoint with the 
outside ~gencies such ~s WPB. -- 

QUESTION: , You mentioned the essentiality of inSegrating war pr0~u~ 
tion with strategic considerations andmentioned in that. connection the. ; 
Office of War Mobilization. In my rather cursory study'of t~t ' subjec't- '~' 
it would, s 
War. II was 
strated t h  " 

But ~that s 
pyramids., 
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compartmentalized. I would like to throw, out f.eri~yQur comment th~ zidea 
o'f starting from the top of that matter of coordination by considering 
the problems, of the President, those he hasto meet head: on,. thos~ ,which 
he may delegate but of which hestill maintains surveillance ~in ~:tters ~ 

• of procurement, and those which he delegates in part but ~stili re.qi~ires- 
~.~some coordination from his level; and establishing a't his level ~sta~f. 
organization which would not only advise but would participat2 ~In i~dc0rd- 
ance with his policy in some of the functions of executive direction. The 
organization wo~Id be based upon as small a number as possible of groups 
of related functions of the President, problems of executive directlon. 
It would probably b ~ hea%~dby a chief, who would be anAssistant Pr(e~ident 
and would coordinate .the/geVeral divisions, and who would have the~ c'~pac~Ity 
and the flexibility to take on all problems of integr~.tlen t.hat arose some- 
where within this organization, '~, . . . . .  

MR. NATHAI~: I think the.idea you suggest is. ~.~excGllent One. ~hat 
you said.abou.t, ~the~se. top bodies emerging as the need developed d0wn below 

thinga came~ery slowly. '~hey don Jr develop on .aL~ery well thought-j 

But ifthey.would approach it the w~y you suggest, L .... ' i ' .. startin~ up at-the 
top and saying, "Mr. President, here are some of the things YOU have: t-O, 
do. Let us s~t~ up a body with the proper functions," that would be fine. 
. Y~oU ar.e,i~righ~L-a~'~imit~d ~taff, at the Whlte HoUse ~level to rea!l~ organ- 
• i~ze t and pl:a~, a'~d"'~see"t~ " 'i;t that -the strategic a~..d egonomic "Cons. fd~,r~a~t ions 
are reallz..headed ~i~'d-c~erdin~ted, would be inv~l,u~ble~ I~; thi.nk' ~.'( ~ould 
have .had ~. much" Stronge'r"'~ar effort b~ start ing,wli, i~.ih'Di~.,!i, Way"bick-. ~%:",the 
beginning,,, ~itting it ~n Trom the top r~ther than k.ee~Jlng on a~ing from 

• the bottom. - - .. ~. -( ..!: .; .... :... 

QUESTION: It seems to me t~h~t we could P~ve use d~the Prisid4nt'.s 
~ executive assistants, the Department of Labor, Agrig~lture, and'so "forth, 
in much greater detail than we did in the las~ war. Would you ca~e~ito 
comment on why the WPB did or did not use these departments in the ~ar? 

. ~ F  • . 

MR.. NATF~N: What ~ finally h~ppened in the war was tb~t eve~yb0dy 
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 movement of personnel rather 
than an assignment of responsibilities. . . . .  ..,, " " 

It is hard to really e xplaln't'h~s, seemingly inefficient-m~tho'd.,' I 
think that. ~th e :preblem , as'a mat'ter ,of faCt, may stem from; t"~O.iso~oes." 
One is the h~lm£n ~efiC~en~.#',~ t•h~t is~the ~f~ct:..:tha~. ~.•guess, eyerLYOod,y, 

you get a certain a~s'ig~ment'-"aJ~{ you)fi~-.:tha.t, at.:ieast i}. it is all 
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t i e d ' i n  r i gh t  12nder- you ~'he're,; yot~ are. be:~~~r o f f .  You kno.w what., you ~re 
going to get. So instead,of sayih~, t~Here is a job that I have 9h~ch has. 
six parts. I can ~ farm four of them out to Agriculture, Labor, Commerce, 
and TrBasury, and I will keep the other two here," you say, Z~Wel!, no; it 
will be~ done: bet~er., if I do it here and have co ntro, l .over it," It was 
probably a hum~ :failing~ of thatkind that res~Ite~[ .i'~ our not making full 
Use of other ~gencies , but rather tearing them apart to some extent. 

Bu-t I thi~ there is a second aspect, too-'a very, ~if~icult o n e .  and I 
don",t~.know ~ the answer to it--and that is the problem of direction, the 
• pz~blem of control~;.0~er work. For ins.tance, let me give you an illus- 
~trat ion we had in '~WP~). 

We had what we called the Office of Progress Repot:re, which was set up 
in the fall of 1941, b~fore WPB came Into being, for the purpose of 
establishing data and preparing.analytical reports on production Progress. 
~e brought over to head t~t. up a fellow by the :name of Mike Meehan, who 
is one of .~he top economists in the Government in organizing and an~.lytical 
ability. .He is '~ very able fellow. We thought a long time about assigning 
that task to personnel in the .Office of Business Economics in the Dept~rt- 
ment of Commerce and letting them do it. Then the question came up as to 
secrecy of dat:a. Also, the question, arose of getting the kind of contact 
man who could bring pressure as to qUallty.and speed. Jurisdictional lines 
had to be short and direct. 0~uld you sit down with the Commarce"Deps.rt- 
ment man often enough, or does the contact man have. to run bac.k and forth? 
The plai.n problem~ of administration and organizat:ion is something that 
most people weren't willing to, or just didn't seem to be able to, face, 

I honestly do n~t know how we can make better use of the .executive 
departments tl~n we di~ the last time. Very little use .was really made 
of the other dep.artments. The general tendencywas to' build up_our own 
org~niz~ation,': .hh~, if others had good pe0ple,~ to steal from them and go 
a~ad and duplicate" their et~ffs. There was a lot of waste of .talent in 
the ,war effort because of this sittu~tion. I just don't know the .answer. 
But: it wasn.'!it succe'ssful last time. 

QUESTIOR': I think it is a fallacious belief that: we could have gotten ~ 
more'in taxes from the peopIe bykeeping them down during the war. It is 
true-that whenwe ended up the war program, all individuals had quite a 
lit~tle money; but if theF hadntt had that money, I donSt believe everybody 
could have returned to hie home place and obtained emp!o.yment again with- 
out a 10t of help from the Government. In other words, the people them- 
selves put up a lot " I of money in getting back to where, they belonged;.~-~nd~ -i 
if.~hey ha~hu t done ,that, the Government wo.uld have had to pay out those 
sums~., .~ So I think it is just a .fallacious statement. ~hat you could haV~ 

• .. ~. 

had more from taxes. I would l'ike to ask your opinion on that. 
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~'~ATRA2~. That is w..hat .you.call a.declaratory judgment .or' soL.met~ing 

like that. That point .can be :. argue d o .. " I:w.ill answer it :ir~ two or ~:~r-~e. 
. • ~ - ... " . ." . . /. ~ .~ .~ 

ways. 

In the first place, most of the money that was borrowed by the Govern- 
ment ~uring .the :war didn~t come from way down at th~.-bottom of the/income 
scale. I would say that.,of the inCreaSe -in the Federal debt ~of 260 
billion dollars that occurred during the war, I doubt if more than 25 
billion act~lly came from people who e arnedless, than.~, ~O0O/~ollars:~a . 

OaC year. The people who really needed it later, for su~H~s ~etting ~ k home 
from ~ working out in Las Vegas .or somewhe~re el.so an@ going back-to Chicago ' 

were not the ones who lent most of the money to the ~o~ernmen,~. 

Second, a tremendous pont!on of the bonds were .~held by corporations. 
You may say, ~Well, but the corporations bui'lt big new. facilities in~~9-46, 
1947, and 1948, .~ ~Their new profits financed 'mos.t 'of these facilities~° 
you~would be surprised to know t.b~t a lot of corporations ~.Ve more-money 
in cash and government bonds now t~han they h~d In ~ 11.946. In 1946 som~ " 
people did use up their savings, bu~ the ~ net , result ~in 't~t yesJr was 
additional savings, that is, much m o,re was' Saved .anew t_han wasspent out 
of. pastl savings. We had a s~vings- economy in 19~6, 1947, :1:948, and 19i9. 
In other words ,. , some people cashed .in an~used ~p theirwar bonds in ~,~hose 
years, but the rest savad .even more. In .other words', the ag~reg~te of 
savings in 1.9.46 '.increased; a.nd the, aggregate ~increas~ in 19~7,. 1948-, :~nd 
1949~-The instances that you mentioned~ of somebody.ner and .there Using 
his war bonds.~o.get himself adjus~'ed, i.s~:.really the. eXcept.ion:rather-.~n 

the rule, certainly in amount. 

I think the amount we spend on. defense, shouldnot be 4ec~dedOn'Lbudg et 

consideration, whether we have a deficit or a surplus.,- or what we can. 
afford. We can afford a lot, ~ there is no questio~.~ If we can spend lO0 
billion dollars a year in war, we canspend ~more than i3.billion in 

defense. The question is a strategic and.political one. 

I said on a radio broadcast Tuesday.night t~lt/--I" think our whole " : " 
security program is getting fouled up as a result of peopl e yelli.ng,.. "Can 
we.afford 13 billion?" We certainly.~c~n. We can afford 30 b¢llloz.: if it 
is necessary to maintain peace, ~. The..~quest ign is, What do w@ r'eal!y need?. 
If we stick to that and .then argue"t~e economic and political. po~lici,'.!S of 

financing on. the basis of wh~t' we need, we can work ~it out. 

If we decide that we need 30 bil~ion instead of 13, the next q~.estion 
is, How are we going to finance it? There.again you have "to a.sk yourself 

.... -~ "v~-,o r If whether you mind the debt g~ing up 15 billion dollars or more ~ o ..... 
you don~t, we. won't r.'.~-ise., more. taxes .but will borrow the money by selling 
bonds. We c.2~u raise lets ~ 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 peopl~ 
of the country have the money to buy bonds, they have the money to pa~ 
taxes. 

You have todecide which hurts most, higher debt or higher taxes. If 
you don:~t worry about deficits, if you don't care about the size of th~ 
debt ~, all right, then don' t raise taxes. I would much rather see more of 
it pa~d by taxes. We can more nearly balance the budget that way. But I 
thlnk~ the way to balance the budget is to put the taxes on certain areas 
~whe~re there will be a minimum effect on private spending. Of course, in 
that case the big corporations and higher income groups will howl to 
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 

incre:asing taxes elsewhere to offset the cut in excise taxes. W2 cant t 
hays everything. ~If they are going to cut excise taxes, they should put 
:taxes on somewhere else. They don r t want to put them on somewhere else. 
It i s~ a mat~ter of facing up to the issues. Which do you want? 

YAq. HILL: Mr. Nathan, you have given of your time most generously. 
We knew that you are nnder p~ressures of a business and personal nr~ture 
~hich you have put aside to come down here to talk to us. You h~.ve been 
of grsat: help to our six committees. On behalf of the faculty, the 
students,~ and our most welcome visitors, I thank you very much. 

( 18 July 1950--650) S 
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