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AMERICAN ECONOMIC SYSTEM TODAY
1. September 1950

COIONEL BARVES: Today's lecbure had to be placed slightly out. of
sequence, shead of the spot where it really belongs from a contjnulty
standpoint. It should be considercd as the lead-off lecture in your
sbort course in cconomics which starts a weelk from Monday.

You will have noted that the scope set forth in your curriculum
book for this lecture defines it as an explanation of relationships;
relationships which male our American economy "the most powerful and
rroduvctive tool for peace or for war ever created." Note the use of
the word "tool.! '

It is how we make use of this tool that is import ant, oW we . use
our dominant and productive position; how we use our tremendous economic
resources; how we employ our political system, international relation-
ships todey are extremecly sensitive to American action. The way e make
use of this tool will determinec its influence toward peace oOr war, or
its bearing on our rclative strength vis-a-vis other nations in peaee
oY ar.

Dr. Rolfe Allen of our college staff has preparcd a thought-
provoking analysis of this subjcct. I am sure wvhen he has finished
his talk you will understand why he was sclected for this assignment.
Tt is with great pleasurc that I introducc Dr. Allcen.

DR. ALLEN: GCeneral Holman, gontlement The American economy is
as many things as the number of people attempiting to explain it. To
the Jolitica] scientist 1t is the exprossion of working relations among
a dcmocraulc people uvndor Jaw. To the statistician it is a series of
tables, a thing in black and white, a pattern of figures and graphic
lines. To the academic economist it is the proof or. disproof of theorems
and rules which have been developed by classical economists. To the
politician it is a division of wvotes, of pressure groups, of ‘those whose
interests must be served or opposed. To the sociologist it is a complex
of tensions, of successes and failures, an instrument capable of infinite
human good or of infinite human destruction and waste. And “unfortunately
all too often, to the military man as to the average'cit*zen, the economy
is a strange, incomprehensible machine which somehow, by some mysterious
alchemy, produces or fails to produce the goods that are neecded and the
money that makes those goods available.

Tt seems entirely clear that the American economy, together with -
our armed forces, must guarantee the survival of this Na ion. However,
the economy will be of value only to the extent that it is intelligently
used, and it will continue to serve only so long as it remains in a
healthy condition. Tt is therefore the duty of those charged with the




T TR T T SRR T
e b T e L L Y
52 RESTRICTED
defense of the United Sta to understand the economic tool that is

0
feor
nlaced at their nvsooual, its nddhfgg'lts characteristics, its uses,
re rkaﬂs me st Amportant of all, its limibationse

Srou*v "ror,r4 war'ag in come, bhe gradvates of the Tndustrial College
of the Armed Forces will have a major responsibility in “determining -
whether the American economy will be used intelligently and effectively,
or whether our sihrongest weapon will be destroyed through inexpert handling.

Just what, then, is the imerican economy of today?

We like o refer to our sconomy as "the American free-enterprise

system." This is a nice, mouth-filling phrase. iovever, just what )
does it mean? Voltaire's famous schnr to the effeet that the Holy
Roman Empire vias nelther holy, Roman, nor an emp lre, might be para ph”aSeQ
to apply to the’ American economy, to read that 1t is neither "Amerlcdn,
"@weo snterprise, " ﬁor'a'"“ stemes? Thile this is perhaps an extreme view,
ere 1is cops1deﬂable basis for its ubterance. '

Actua1333 the economic practices Vpi al of modern Amerﬂca had their
origins in Ingland and the nations of western Europe during the period
of the Mmdustrial Revolution, and this oconomy was, prior to World War T,
typical of most of the advanced nations of the'WGSUern o*ld.

Tn "any: literal sense, the phrase "free enterprise” is ba dly applicable
to the American econom; From the days of the Founding Fathers, the Federal
and State Governments of the United States have, to at least some extent,
regulated cconomic enterprise in this country. At the nresent time many
copoervative'ﬁconohis%° vould state ok! un+ly that free enterorloe no lnnger
exists in our mawlon._ '

The'fina“ tiord of the phrase, "cystem," would imply an order¢1noss,
an element of planning, a continuity of development which hardly relates
to the fmerican-cconomy. As a matter of fact, it is probably a useless
académic exercilse bo concern oursclves over the validity of the 1 h”ase,”
"imericah chﬂ—ontcrrrvse systeme” What is much more important is to
have an vnderstanding of Tow our economy came into ‘being, what La“tors
coriditioned its dovelgoment and growth, and what are the essential
characteristics which have cmerged to make it ouUQtandJng among t
cconomics of the commurluy of nationse

The cconomy of the United States had its origin in the British
Colonics of North Americas As vou know, these colonies depended almost
entirely upoa agriculture, supported bv a moderate volume of ocean
commerce and a very small amownt of domostlc industry. At the time of
The Rovolufﬁonarv‘war, over 90 rcrcont of gainfully cmployed Amsricans
were ongaged agriculture. Of thesg, the great majority were small
frecholdoers, occr?tlng at virtually the subsistence levels Lost of their




v
s o 5
agrioultural'products were consumed on the p oducing famms or in near-
by towns. Some, however, formed a swrplus which entered foreign trade
and brought specie to the colonies.

These agriculibural beginnings have left an indelible stamp upon
American economic, political, and-social thinking. Since land was the
basis of the agricultural economy, property was hlrhly regarded by the
leaders of early America, and our legal institubions reflect this fact.
The traditional personal independence of farmers expressed itself in
strong emphasis on the freedom of the ¢nd1v1&ual as a primary concapt
of our nol*tlcal oroer.

‘As the uﬁlteo otates developed and grew more nopulous, manufacturlng
industry appeared on the eastern ‘seaboard and gradually increased in
importances, The rate of this increase was slow down o the War Between
the States, but the military needs of that period led to a tremendous
“growbh in industry, particularly in the Northern States. The individuvalistic
tradition of the agricultural economy remained as a part of our legal back-
ground and, consequently, the Covermments, both Federal and State, were
slow to act in economic matters, 4

Hawever, the entrepreneurs of the new 'ndustries, seeing the
opportunities avaeilable should American markets be closed to foreign
competition, were able to versuvade the Federal Government to provide
tariff protection to virtually all products manufactured in the United
States. It was only natural that other magor economic groups”in America
sought and received government assistance. Thus, the farmers, under-
various sbtate land laws, and under the Fcaeral ﬂonostoad Act of 1863,
were able to secure land at low prices or ab no cost at all, The rail-
roads, which vied the Nation together, were heavily subsidized by both
Federal and State Goverrments. The first intercity telegraph line was
constructed under a Tederal appropriation, State funds were granted for
the construction of canals and for the subsidization of such ventures
asg steambo bs and cotton mills,

The years between the Civil War and World War I saw the United States
steadily developing into the leading industrial nation of the world. As
this trend continued the proporti Oﬁate number of persons employed in
agriculture dropped steadily, while those employed in industry increased
rapidly. Having a virtual monopoly of the vast American market, industry
was in a unique position to profit. The demands of the growing country
were virtually inexhaustible, and in an effort to meet these demands
industry developed the processes of mass production which have become
the symbol of the- American economy. Actuallj, mass production was first
devised in Burope, but in the United States the process was carried to
successively greater heights.
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However, in spite of its a9111ty to earn profits and to su0ﬂly the
Nation with great volumes of relatively low cost goods, mass production
techniques brourwt new problems to America. The great cost of the
specialized machines and huge plants necessary to carry on the mass
production process l d to a tendency for industrial units to increase
steadily in size. Thus the business of the Nation tended to become
concentrated in the‘hands of,a re %atlvely small number of entreprensurs.

Lt the same time, these Jarge—scale ;ndusnrlal cnternr*ses demanded
huge labor forces. - Since virtually all manufacturing processes are
cyelical in nature, interrupted employment for 1pdustr1al workers became
chaz acterlsuic of tpe newly developing economy. This seasonal unemployment
led to fluctuations in the national economlc cycle which became progres—
vaoLy more  severe as time passed. Iabor, inding itself subjected to
periods of economic loss and to continuing uncertainty as to its economic
future, began to follow the pattern set by Furopean workers and organized
trade-unions for its own protection. These trade-unions became increas—.
ingly powerful and played a progressively larger part in the economic
life of America. :

The United States Covermnment found itself zraduvally participating
more and more in the economic life of the Nation., However, America
lagged far behind the western BEuronean nations in this field.

We are all familiar--all toc familiar--with the great depression
of the thirties. The steps taken by the "New Desl! Administration in
attempting to6 solve the economic Droblems of that era are fresh in our
ainds. Thus, it is sufficient to say that the New Deal introduced a
new concept of the role of -the Governmment in relation to the national
economy. . Prior to the thirties, most Americans had believed that the
Government should interfere as 1ittle as possible in the workings of
the national market and financial community.. It was, felt that the.
economic system could best regulate itself, and that the duby of the
Government should be confined to acting as a sort of policeman to
prevent wnfair activities by any individuwal or group competing in the
market. -Protection to the public was to be limited to the prevention
of fra ud, of dangerous practices, of wunfajr competition, and the
elimination of monopoly. -

Shortly after the Civil War, Americans had become convinced that
monopoly was a danger to the Nations Accordingly, beginning in 1890
with the Sherman Act, a series of statutes outlawed monopolies. How-
ever, this antimonopoly action of the Government represented virtually
its only actlvity in the field of corvorate regulatione.

The Mow Deal brought a complete change:to this situation. Under
this philosophy it was held th at the Government had the duty of main-
taining the national cconomy at a high and satisfactory level, and, in
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the event of a depression, should use its authority and credit to maintain
or resvore that level, Accordingly, the Pederal Government instituted

an extensive series of measurss designed to bring economic stability and
prosperity to the United States. ‘

It is not our purpose this morning to argue the merits or demerits
of this vhilosophy of government, The faet remains that the United
States appears to be quite firmly cormitted to the belief that the
Government must use its powers to secure the economic as well as the
political and social welfare of the citizens. : -

Thus, by an evolutionary process, there has developed the economy
of the United States as we know it today. Tt will be well o éxamine
its outstanding characteristics, ' ” - : ‘

First - and: perhaps the most visible characteristic of the American
egconomy 1s that of size, The Nation is big; industry is big; labor is
big:; agriculture is big; the Covernment is big. This matter of size
is most significant in appraising our economy. The vast area and -
propulation’ of America made posgible its mass production industries.

In turn, the ability of these indusiries wo produce great volumes of
low=-cost goods has led to a high economic level, a unique level of
consumer income, and has, in turn, created a market which is unegualed.

The size- of the individual industrial unit has permitted the max-
imum exploitation of the principles: of mass production, employingj '
complicated automatic machine tools, and reducing the requirement for
skilled labor to a minimum, The sizZe of the labor forces of these
industrial establishments has made possible the creation of very strong
union"organizations,-increasing;the bargaining power of the vorkers - '
enormously. The increasing size and mechanization.of farm- units has =
" greatly reduced the manpower requircments of American agriculture and
has made it possible for a progressively smaller percentage of the
gainfully employed o feed the Nation. " This in turn has released
manpower for ‘industry, accelerabing the development of the manufacturing
phase of our economy. ' ’ S ' '

, In the period since World War T a further development in the
economic character of America has taken place. For many years the shift
of workers from agriculture +o the manufacturing industries was typical
of our economy, Recently, however, there has been an increasing trend
for workers to leave both agriculture and manufacturing to enter the '
service induvstries, such as government (including the armed forces),
the professions, entertainment, etc. This is most significant since
this change is characteridtic of the most highly developed economies
knowm today. Many scholars consider this trend to-be an evidence of a
maturing economy. By thé outbresk of World War IT, persons employed
in the service industries represented the largest single group of wage
earners in the United States. Since World War IT this trend appears to
be continuing at an accelerating rate.

5
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Another significant characteristic of the American economy of
4oday is the rigidity of the market. The frese-cnterprise system is
supposed to be based upon the give and take of the market; that is, if
a good in ithe economic scnse is desired, purchasers will bid up the
price. This demand will lead to increased production of the good, and
then, when this production passes the noint beyond which prospective
purchasers are satisfied or lose interest, the decreasing demand that
follows will force down the price. Conversely, if the price of a good
is so great that purchasers are wnwilling to buy it, the inability to
sell the product will lead to a reduction in ibs price and a restoring
of econonic equilibrium.

However, in the United States of today, the presence of a relatively
Timited number of large-scale producers in many categories of industry,
the enormous ecoromic strength of leading corporate enterprises, the
reduction in the number of competing lines of merchiandise, and the trend
toward standardization of items all tend to make the market less responsive.
to the whims of the purchasers or the necessities of the sellers. Many
economists hold that the present American market is less susceptible to
the working of the supply and demand factors than any free market knovm
4o history. These men feel that we can no longer rely upon the market
place as an economic stabilizer for the Nation,

The subject of monopoly has been mentioned before. Thile the present
body of statutes makes it possible for the Government to inhibit the
classical type of monopoly in which a single enterprise or-a small
combination controls the entire suoply of an economic good, it is an
observable fact that today effective monopoly, with a majority of its
detrimental economic-effects, can exist where a product or service is
dominated not by one, but by a relatively limited number of major producers.
Tt is not necessary that an actual combination be formed to achieve
virtual restraint of trade., This condition of monopoly, approaching
the European concept of the eartel, is far more difficult to control by
legal means than the older monopoly.

Another significant characteristic of the American economy of the
last few vears is the relabive decline in importance of the entrepreneur—-
the owner——and the corresponding rise of management. There is no agree-
ment among economists on this phenomencn, but the fact is noted as being
closely connected with the changing fiscal structure of American business,
particularly the tendency toward retrenchment in the application of risk-
seeking or venture- capital for the creation of new economic enterprise.
This is, in itself, a most important development.

Traditionally, the economic enterprises of the - United States have
been primarily financed by venture capital, that 1s, the money contrib-—
uted by individuals’ from their personal surpluses and their savings.

At the present time, the combination of high taxes, low interest ratves,
fears for the future, and a variety of other causes, have led Lo a very
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significant decline in the relative volume of venture capital offered
for investment in business enterprise., Under the classic theories of
economics, this decline in venture capital should lead to a sharp
recgssion in business activity. Hoviever, this has not been the case.
This sitvation results, to a considerable extent, from the increasing
incidence of corporate self-financing. The subject deserves brief
consideration, S '

In recent years, many American corporations have tended to depend
more and more upon the ability of management to use corporate funds
available after payment of taxes and before payment of dividends for
the expenditures in the fields of plant, inventory, equipment, material
supply, and other requirements which would normally be met through the
obtaining of venture capital from the stockholders of the corporation
or from outside sources, The effect of this action is to strengthen
greatly the power of management in the operation bf’industry, to reduce
the area in which venture capital may be risked, and, as a serious
corollary, also to reduce the area for the succegsful investment of
funds held by fiduciary and other credit—type‘COrporations, such as
Insurance- companies, banks, and credit houses, Many cconomists are
alarmed at this trend, since banking and other fiscal institutions
arc being progressively forced into now fields of financing which, to
these economists, appear to he less desirable than the traditional
areas of corporate finance, Co ’ ‘

In a way, the question of corporate self-financing would appear
to give the corporate personages, created by law, an individual existence,
divorced from those who created them. Perhaps, like }Mary Shelley's
Frankenstein monster, our corporate beings are taking on, economically
spedking at least, a life of their own. At least some economists accept
this theory and consider the trend a threat to the national eConomy »

One of .the most important characteristics of the American economy
today is the great and arparently growing power of organized labor.
For many years the trade-union movement of the United States developed
slowly; but in the years since the depression of the thirties, the major
labor organizations of the Nation have made tremendous strides. Some
political scientists and econcmists hold that organized labor is today
the most powerful single factor in American economic and political life,

A distinctive phenomenon of the American labor movement is that,
up to the present time, it has virtually abstained from direct political
action. Of course, we all know that labor groups have worked to secure
the election of certain candidates and the defeat of other candidates.
However, labor has devoted its political strength 4o the support of the
ostablished parties on the basis of their assumed friendliness. toward
its inverests, Throughout the rest of the world, labor has organized
itself into political parties which, in many comtries, are able to
control the government, :
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last, and perhaps the most imnortant of all the characteristics
of the American economy today, is the rise to a-dominant position of
the public interest as represented by the Government. -

. While the United States remains’ the nation of the world most devoted
to the principles of free enterprise, it is clear that the powers of
goverrment will be used today and in the future to meet economic as well
as social or other hazards., Party differences in this field relate
primarily to the measures by which the goals of economic stability and
the highest possible standard of living may be obtained, not to the
zoals themselves. '

Under this concept, the Federal Government participates in the
“national economy in a number of ways. The most direct participation
takes the form of outright economic activity by the Government. Such
enterprises as the great hydroelectric developments represent govern=
ment entrance into competition with private industry--for better or worse.

The Covernment also participates directly in the national economy
through its financial assistance to entrepreneurs. Titerally a score
of Federal agencies utilize Federal as well as federally insured private
credit for the sumport of a tremendous variety of industrial and com—
mercial enterprises. In addition, the Covernment also supports such
individual activities as home ovmership.

A major area of govermment impact upon the economy of the Nation
lics in the field of control. Although this was the first activity of
government in relation to sconomic enterprise, its recent growth has
been most spechacular and its effedbs most far-reaching. It is in this
arca of control that the change of America from a patbern almost approx-
imating a free-enterprise cconomy to onc of a controlled economy ap-
proaching those of the natilons of westorn Burope is most evident. It
can be fairly stated that today there is virtually no field of cconomic
enterprise in which operaticn without reference to the power of govern-
ment is possible. ' ' ’ ' .

Tndustry is controlled by a wide series of enactments covering the
ficlds from monopoly through the quality of products, to the regulation
of hours and wagcs in the publie intercst. Under the Taft~Hartley Act,
Todoral control has been extended into the field of organized labor in
a manner unknown vrior to this legislation. Farm vrice supports, acreage
regulation, and the purchase of surplus farm commoditics have long boen
a part of the American economic scene.

An outstanding example of divect government control of what would
normally be considered a field open to individual enterprise is to be
found in the wide and explicit authority provided in the field of atemic
energy and its utilization. Although this new eccnomic area has been
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subjected to almost total goveriment control, there has been virtually
no poeular criticism of this action. As a matter of fact, those Americans
most conservative in their political views have often tended to denounce
eXASuTnﬂ controls as too weak, and to demand even more stringent govern-
ment regulation in this field, :

The Federal Govermment has, in recent years, been most active in
the ield of management-labor relations. In carrying out its duty to
support the economy, and to provide necessary goods and services s, the
Govermment has intervened in management-labor relations to the voint
where, in extreme situations in essential 1ndustV1es, the nower of
injunction is usod to compel the maintenance of production or operations.

Fiﬁally and'most significant of the economic activities of the
Government are those calculated to advance the social and economic
welfare of the people through direct action,

'Bevinninw‘with the Social Security Act of 1935, the Federal Govern-
mmm:moe%ﬁﬂummxabmmdqmmalm.ummﬂ%mmm:mmmmm% old age
rotlroment -and survivors' insurance benefits.

At “the present time, many leaders in the Federal Covernment oelleve
that its power should be used to afford to all Amcricans acceptable
standards of education and medical and dontal protections. Thesc matters
are, of course, subject to controversy and, although bills have been
introduced in the present Congress to provide Fodoral. aid to education
in the Statcs and a Federal medical service plan, it is doubtful that
there will be action in this Llejd——part cularly in viow of the world
sitvation now brova¢11ng. - '

This last phrasc--the reforence to the current war--is particularly
significant since it points up what is ungquestionably the most important
factor relating to the economy of the United States today, that is, the
inescapable facb that our economy is an economy of conflict~-conflict
forced upon us tbrouOh the Communlsb attempt to ach ieve world domlnatlon._

Our con31deration of the ‘American &coromy must, the*efore deal -
with this COﬁOlthH, since any other approach would be not only unrealistic
but would fail to explain many of the most significant economic pressures
which condition American life today.

Tt has been said by many leaders of the Western World that the.
etruggle between communism and democracy is a-struggle for the minds of
men; for the allegiances of men. This is undoubtedly a triue statement .
but it is only a partial truth. The mind of a man is not an effective
mechanism for intelligent thought when that man's stomach is empty.

“Then a man's family is starving and ispossessed, his allegiance is far
more apt to turn to the system which offers at least the promise of -
economic betterment than to any other system, no matter-how well supported
it may be by the arguments of political science and law, which does not
promise immediate economic aid, g
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For many years, as the Communist movement spread and increased
its strength, the friends of democracy attempted to answer its propa-
ganda with learned bub often rather academic discussions on the rights
of men, the privileges of the individual, and the ulbimate blessings
of the fres-enterprise sysitomn.

The period since the conclusion of World War IT has brought grim
disillusionment to those who believed that the contest between democracy
and communism would proceed in the atmosphere of a parliament in which
the onposing theories would be prescented as logical expressions of
political, social, and economic thinking. '

From the very beginning, the Communists missed no opportunity.” No
lie has been too great, no method too cymical, no attack too brutal, as
long as it scrved the ends of world communisme

Gradually, it became clear that the struggle with communism, where
it was not a military struggle, was csscntially a contest botween
cconomicss, The peoples of a war-torn world were ready to listen to
arguncnts that appcaled to their own immediate physical welfarec. They -
were 3inclincd to reject arguments based on political theory, high ideals,
and abstract right.

Then this lesson was thoroughly lsarncd by the western powers, the
tide began to change. The first cffcctive use of the cconomic power
of America in offsctiting the attacks of communism is to be found in the
Marshall Plan. Under this program the United Statos has established a
system of ecconomic aid which has brought one country after another- back
from the brink of Communist -insurrection into stable government and
orderly economic lifc.

Tn some cases, however, the need was too urgent to be met simply
by economic assistance. This was particularly trve in the case of
greece and Turkey, where internal revolution or external pressure
made necessary extraordinary measures of support. Under the Truman
doctrine, the United States provided funds and materiel by means of
which both freece and Turkey were able to provide themselves with the
nucleus of an effective national defense and deny two pivotal areas
to world communism. ’ '

Since many of the nations of the world were in too backward a
condition to be benefited by economic assistance of the type promised
by the larshall Plan, it was necessary that the United States initiate
a program specially suited to their needs. The Point Four Precgram,
established by President Trumen, under which the United States proposes
to render economic and technical assistance to such nations, appears
1o ‘offer very redl promise for the future in turning these vulnerable
areas away from the Communist ideology.-
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Thus, through the operation of the larshall Plan, the Truman
doctrine, and thé Point Four Program, the United States has done much
to raise an economic barrier to communism.,

Unfortunately, the very success of the American economic counter-
offensive against commumism has driven its masters to new extremes, By
1948 it was clear that the Communist movement, checked by the economic
strength of America, might turn to armed attack to achieve its ends.
Realizing that the only effective offsct to the massed strength of the
Communist forces lay in union for defensc, the nations of western Europe,
together with the United States, formed the North Atlantic Alliance,
This agreement vrovided the framowork of military strength for tho forces
of democracy, as the Marshall Plan, the Truman doctrine, and the Point
Four Program had provided cconomic strength. While the North Atlantic
Alliance is military in character, its implementation to a very large-
oxtent depends upon the economic strength of the United States, Thus,
once again the cconomy of Amorica checked the advance of communism.

In June of this year, the Communist leaders, halted by the American
¢conomic assistance programs and the North Atlantic military agreemont,
turned to onen military aggression. As was to be cxpeeted, this action
took place tirough a satellits. The North Korean aggression upon the
Eorcan Republic is of double significance.” In one sense this assault
‘1s encouraging to the Iriends of domoceracy, in that the Communists have
been obliged to resort to armed force where their normal methods of-
intrigue, subversion and propaganda have failed. On the other hand, the
Communists ' usc of opon force, in the face of American military resistance,
has brought the world to its greatest crisis since the conclusion of
World Wer IT,. . o : '

- In Korea, as in cvery other area where communism has struck against
democracy, there is an cconomic lesson for those who will read it. The
initial weakness of the armed forces of the Korean Republic rosc not from
lack of courage, lack of ratriotism, or lack of training. It resulted
almost-entirely from the lack of adequate equipment, the lack of the
plancs, ‘the tanks, the guns with which to mect their Communist attackers.
The retreats of the South Korean and- American forces have underlined
once again the necessity that democracy be vprepared to defond itself at
any time and-at any nlace where it-is threatened. The cconomy of war,
tho material, the flow of supplics, today, as never before, dotermine
the outcome of action in the field, : '

- Should a general war again be forced upon the United States, the
American economy will experience the greatest strain ever placed upon
the economy of any nation. Under these circumstances it will be nec-
@ssary for the American vroductive machine to supply not only our armed
forces and our civilians, but also our allies and associated powers. to
a degree undreamed of even in Yorld War II. The cost of military

11
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materiel, which mounts in geometric progression today, means that the
measures which proved adequate in World War TI may very well not prove
adequate in the future. -

Tn the event of war, not only must the American economy stand the
shock of»coqflict,'but’berhaps even more important to the ultimate
survival of the democratic world, it must be able to meet the problems
of reconstructing itself and the economies of virtually the entire
community of nations_thréﬁghout the world afber we have gained victorye
Two vorld wars have made the American people well aware of the terrors
and destrugtiveness_of-Wa?-;the Flaming Horsemen of the Apocalyptic
vigion..  We should bc equally aware of the perils that lie in the economic
ruin and dislocation which follow war. It vrould vorhaps be the final
and greatest tragedy of our times if the Pale Horseman of ant and
Destitution should succeed in communizing the world after the Fiery .
Horseman of War has been defeated.

One final possibility remains in the strugzle between democracy
and communisme. Hany thinking Anericans beliove that the struggle may
nover assume -the proportions of a world ware. Rather, the fordes of
communism may content themselves with a series of outbreaks in sensitive
areas throughout the world, hoping thus to wear down and weaken the
United States to the point where it will fall victim of its ovn economic
and military commitments. It is a basic tenet of Ieninist communism

that the capitalist world=~particularly the United States—-will collapse
as the result of a great’ economlc depression ending in disorder, rev-
olution, and theztriumph_of~the dictatorship of the proletariat. The
true doctrinairve  Communist tends to reject war as an instrument of policy
unless necessary, since he is convinced that the economic collapse of
capitalist America is correctly foretold in his dogma «

TUp to this time ovr discussion has devoted itself to two general
areag, First, we -have sumarized the most sionificant characteristics
of the American economy as it is today, locking in turn at the chief
factors within thé economy, and the groups comprising our economic coOm=.
mmity. Second, we have considered the impact of Communist aggression
upon America in irmediate reference to our ceconomic commitments and
liabilities. :

Properly approachad, there ie no more fascinating subject than the
economy of the United States, However, our &conomy, interesting as. it
may be, is significant to us here at the Tndustrial College primarily
as it relates to the ability of this Mation to conduct a prompt and _
officient economic mobilization, and to support the military operations
of the United States. Thus, the end purpose of this discussion will
be to set up a sort of balance sheet listing the good and the bad .
characberistics of our cconomy as they rolatc Lo economic mobilization=—-
and the mission of the college. C

g——
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Let us considor the credit side of the ledger.

First, it is'clear that the United States possesscs the largest and -
most efficient productive system in the world today. As a matter of fact,
our comntry has the economic ability to produce goods a* a rate virtually
equal to the other nations of the world combined, - ’ '

PARW

Second, the American working force represents the most effective
combination of numbers, levels of skills, and individual and group ef-.
ficiency in the world." The American worlkman is unbeatable in intelligence,
capacity for hard work, and ingenuity. Americans are used to working
under pressure; they accept changes in occupation more readily than
most other workers; and their long experience with the mechanisms of
inass production enahle them to turn quickly to the most complicated
manufacturing processes. ' '

Third, in the matter of materials, the United States is fortunate
in possessing resources at least equal to those possessed by any other
nations In addition, vast supplies of éssential industrial raw materials
are readily obtainable from neighboring and friendly countries. Our
large  and well-developed transportation: system makes possible the ef-
fective utilization of these resources and guards against interruptions
in production, ‘ : ~

Fourth, American achievements in industrial, agricultural, and
" distributive technology are outstanding in the world. Yo nation has
equaled the ability of the United States to maximize its production
and, at the same time, to minimize its human effort.

Fifth, the scientific actomplishments of the United States, after
vears of lagging behind those of western Burope, have risen steadily
in the last generation so that today we are able to match the achicve-
ments of any other nation. :

Sixth, in the matter of food supply, America is uniquely fortunate
in that Americen agriculturce has shovm the capacity to meet the ro-
quirements of even extreme cmergoncics without any serious change in
the food lovels of this country.

Seventh, the wealth-~the financial strengbh--of the United States
enables its government and people to look confidently forward to the
succossiul accomplishment of any remotely reasonable cconomic goal.

Finally, our productive capacity, our wealth, and our sincere desirc
to support those nations dedicated to the democratic woy of 1life have
drarm to us a group of alliecs which is daily vproving its great valuc in
combatting communism and which, in the event of another world war, might
be the differcnee betwoon victory and defcat. ' -
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A1l of this is 2 most impressive and ploaSing'picture., However,
there is no real reason for complacency. ‘The other side of the balance
sheet--the debit side--also contains a formid&bde list of entries.

First, the American mass production system is admittedly efficient,
but it is also rigid and not easily adapted to other than its normal
pattern. American industry obtains volume and low cost at the expense
of variebty of goods, adaptability, and, in some instances, quality.

" Tndustrial conversion to military needs is a slow and costly process

in the United States--costly in time, manpower, managerial and technical
skills, and materials, World War TI experience proved that many of the
vast industrial facilities which had been considered to be invaluable
resources in the event of war actually offered little more than enclosed
and heated space when the conversion was attempted.

Second, the economy of the United States, based on the traditions
of free enterprise, lacks the singleness of purpose that may be achieved
in an economy mnder authoritarian controle The fact that America produces
four times as much steel as a poﬁentialbehemykis of little significance
unless part of that vast outputb is devoted to the production of materiel.
Tt is a well-known fact that the Communist powers have, in recent years,
far surpassed the United States in the production of many of the most
important military items, and as a result we find ourselves seriously
overmatched in many fields.

Third, the American economy is extremely complex. The concentration
of our industry, thé extent to which the production of vital items is
concentrated in oné or a limited number of plants, the reliance of one
industrial unit upon others for essential components, the tendency to
break down industrial operations into highly specialized centers of
production all make America particularly vulnerable to enemy attacks
Tn many industries damage to a single plant would -seriously interrupt
the production of the entire industry. Less highly organized economies
generally tend to combine virtually all operabions in the production of
a single item in integrated plents, thus making their output far less
vulnerable.

The fourth entry on the debit side is the basic economic problem
of cyclical variations in the economic level., In spite of its wealth
and cconomic strength, the United States has been subject to. extrcme
variations in levels of consumer income and demand «

Tn this discussion we have emphasized the essential importance of
the economic stréngth of America in maintaining a free vorld against
the attacks of communism. There can be little doubt that an economic
collapse in the United States, similar to that of the depression of
the thirties, would provide, to the enemies of democracy, a long-hoped-
for chance for victory. Today, as never before, the democratic world
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rests its ooﬁortunlty for survival upon the economic strength of this
Nation. Failure of ouvr economy would destroy our allies as surely as
ourselves, and would convince the economically underprivileged peoples
of the world that only communism offers a solution of their rroblems.

Tn thinking and plannlnd in the field of economic mobilization the
fact must always be Borne in riind that any action which seriously
weakens the economy.of the United States wﬁll be as much of a defeat
for our counurr as a military failure 1n the fiegld.

A year ago T clscussed this- bowlc, and T should like to quote
a statement T made at that time. YA factor besetbting our political
and economic status is to be fownd in the djffncultles attendant -upon
the defensive position. All over the world communism is maintaining
a continuing offensive. Gains in some area .5 are offset bv losses in
others, but the pressure is never relaxed. On the other hand the
United States and those nations associated with it are cast in the
position of defenders of the sitatus duo--a status quo which to many
peoplcs is not particularly acceptebie." I do not believe that the
events of the past year have donc anything to change that statement.

bny experts believe that the vpresent plan of World communlsm is
to so harass the United States by peripheral assaults, such as that now
taking place in Korea, that we will gradvally lose the ability to defend
ourselves. The position of America, as leader of world democracy, is
a difficult one. Since we .cannot engage in aggressive warfare, we must
wait, ever on the defensive, and attempt to checkmate the moves of the
Communlsts as they occur, Our wictories are not particularly evident
in world thlnhlnc since they simply affirm the existence of a situation
already in heing. On the other hand, the victories of the Comunists,
since they represent a change in the status of the world commumnity,
atbract great attention. Every setback received by the United States
increases the psychological disadvantage of our defensive position, and
weakons the prestige of this country in the minds of peoples all over
the world. o ' -

There appcars to be one point arising out of the present war in
¥orea, and the possible projection of similar actions into other troubled
areas of the world which has, 50 fxr as I know, received little comment.

Tt has long ‘been an article of faith with most Americans, 1nclud1ng
mnost Amurlc :n military men, that the chief reliance of potential ag-
gressors- is the military unpreparedness of the United States. There can
be no question that military preporedness is absolutely essential to the
continued survival of this Wation. However, as students of economic
mobilization, it is your duty to consider the circumstances of today

as they are, not in the light of preconcept .ons or beliefs, but
obgectlvelja
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The fact today is +that world communism has, for nearly five years,
continually emphasized I1ts hostility toward, its hatred of, and its
ultimate determination to destroy the United States. No effort has
heen made to cornceal this hatred and this ambition. Subversion and
propaganda have been succeeded by political action, by the operations
of pressure groups, by revolution, as in Czechoslovakia, and now, by
armed invasion in the North Korean attack upon the Horean Republic.

Tn the light of this pattern and these facts, it is becoming increasingly
difficult to rationalize the belief that the Communists most fear
Awerican military preparedness in their drive to world hegemeny.

If this had been the case, their logical action would surely have
been quiet, concealed préparation of thelr military forces, followed by
a sudden attack upon the most vital element of the democratic world,
the United States itself. Actuwally, the long series of insults, pro-
vocations, and now armed attack has forced America to take positive
steps toward military preparation. There can be no doubt that our
country is rapidly improving its position of military readiness. The
present Forean war is, inevitably, creating military power for the
United States which could be achieved in no other way. Actual combat,
with the consequent production. of military items, the mobilizing of
mangower, its training programs, and its actual experience in £ ield
operations can only advance our military readiness.

Thus,the Cormmunists appear to be acting directly against the
traditional view of Americans that our military unpreparedness is the
greatest encouragement to potentlal aggressors. Honest analysis must
dictate tho belief that thé Communists regard military preparedness in
the United States as of secondary importance to economic strength.
tlhile such actions as the Korean war can only strengthen the military
forces of the United States, they inevitably strike with destructive
effect at the economic bases of American power., The precipitation of
several similar incidents would lead to virtual full mobilization of
the United States Armed Forces.

Thus, the Communists would find themselves faced by a nation
practically on a war footing., However, thée cost in money, materials,
in plant expansion, and in impact upon the normal civilian economy of
such action would be enormous. It would thus appear that the enemies
of America believe that our sconomic strength is a more important
objective than our military strength--at this time; that it is desirable
to weaken the economy of the United States even at the cost of strength- -
ening our military arms. In your studies at the Tndustrial College I
suggest that you consider these facts and this- theory, and while I do’
not say that this interpretation of the Communist strategy is correct,
it must not be assumed that the leaders of world communism are 'stupid
men. Rather, it must be assumed that they realize the &ffects of their
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present actions upon the United States, and in the light of these
assumptions -at least serious attention should be given to the belief
that the masters of communism consider the economic defenses of
America even more important than owr military defenses.

tle are well aware that this is not a particularly comforting view-
point. The acceptance of time-honored beliefs, the passage along well-
worn roads, the study of established doctrlne, are all easier and more -
gratifying than pioneering. :

lowever, this Nation is at war. A failure in basic intelligence--
a failure to understand the enemy~--is as important as a military failure .
and, in fact, may very probably lead to military failure. Gentlemen, it
is your duty to study the American economic system and all aspects of
economic mobilization realistically and without bias, against the back-
ground of facts and acceptable assumptions as they exist today. You
have no right to rely on beliefs passed down to you from earlier years.
The time when your knowledge and yowr thinking may be called upon to
preserve or lose our American herltage covld be much closer than any of
us think.

Thank you very much.

QUESTTION: In your discussion you emphasized the fact that our
economic system underwent considerable modification during the depression
period; that there was an increase in govermment participation in the
©CONOomY » :

I am wondering, assuming that a total war should come and we had,
say, total economic control even to the extent of a national service
act, if you think that the American economic sgystem has the re51llency
to bounce back from those controls?

DR. ALLEN: The trend in the control pattern of govermment and the
econcmic structure, if it could be charted, would be a curve expressing
a geometric ratio., Control brings on control; authority rises out of
authority. The emergence of a control calls for subsidiary controls.
That has been the pattern of zovernment not only in the United States
but in all the industrially advanced countries for the last 150 years.

An abrupt change in the path of control which modifies this line
we are trying to talk about creates-a node, a high point in your graph,
and very seldom, very seldom indeed, does the recession of the line
carry you vack to the true curve, In other words, there is a residuum,
a remaining element of control, which goes onae.
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The hlstory of the United States in the past 30 years has showmn
that after each period of crisis, be it military or be it economic,
there has been a tendency not to recéde back to the pro;ected normal
control lines; a tendency not to pick up from the blwb point of control
established during a crisis, but from a point somewhere between that
point and the normal, established by the curve, and go on from there.
I see.no reason.to believe that this will not continue to be true.
Thv,fact is. Lhat there may be a resumption of the higher level of
control in.case of aconomlc dislocation. Ve may swing back to a more’
simple economy. However, I believe the degree oF government partlclpatlon
in the @conomy wrill contlnue L0 g0 UDe

VuJTTO* Dr. Allen, you advance the theorv that the recent
Communist actions may have been made with the thou@ht that they can
wesken our economic position even at the risk that our military position
will be improved. Itwappears.to me--and I would like to have your.
opinion~~that the result of these recent actlons, particularly the
Yorean incident, ‘has strengthened our economic position rather than
weakened it. ‘Hat is your opinion?

TR. AL LLT‘ The point is well taken. lowever, are you’tTinking
in terms of the immediate reaction, or are you thinking in terms of the -
long-run performance? I merelv gave that as a rhetorical question.

“U” TIONE :\I-am.thinking of the long rune.

Now out ide tao fac+ %hat it may, to some pftent reduce our

natural resources and “erhaoo increase our national debu, it would

appear to me that it has a tendency to get our natwonal economy at’
leasy dlrected toward mobilization.

;DR. AT JN: Ureclsﬂly, 1t'w011d erect ou; natlonal e conomy toward
mobilization.

‘obilization is an unnatural state. Iobilization is a strained
economyy. An econemy of transition from peace to war is an economy under
stress, <Vle know that from our perqonal experience. If the Unltgd States
could be mobilized at the present time, with reasonable speed, to the
noint. where we would he in a sound, defensive position, that would be

remarkably satisfying to all of us here at the college. There is no
doubt about that, gentlemen. However, if it were necessary to maintain
that mobilized 0051t10n for a year, or two rears, Or three years, with-
out the incidence of war, the strain would almost certainly resuTt in
a severe ‘dislocation of our economy.

Yow T think the lesson of history is vretty clear in that réspect.

Mo modern world nower has mobilized and stayed mobilized for a period
as long as a year without participating in actual war. The German
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mobilization of 1912, for example, was over in a matter of a month. The
strain of a full mobilization is about the heaviest strain an economy

can bear. ithout the psychological impact of war upon the reople, with- .
out the action of war, the sheer mechanics of full mobilization would
bear dowm on the economy with an overwhelming weight. :

T am merely meking the assumption because it has never been tried.
No country has ever tried %o mobilize and stay mobilized,

- QUESTIONER:  Tsnt't it true that the Russians have been mobilized
for quite a long time? How does that affect their economy as compared
to how our mobilization would affect our economy?

DRe ALTEN: T assumed the question when I made the point. That
is perfectly correct. However, an authoritarian government does not
mobilize in the sense that a normal economy does. In other words, should
the United States economy have been designed on the basis of maintaining
a larger military establishment, somewhat along the lines of the Russian
pattern, we should have worked out an economy that would have continued
for year to year on that basis. Llou have only to turn hack to the
frontier communities of America where that was the case; where the man-
power in the community was virtually on a mobilized basis. That was
typical of the communities throughout Kentucky, Ohio, and West Virginia.

- The”same applies to the Russian economy. They have X dollars, or
X rubles, if you will. That pie can be cut up any way you wish, You
can put your young men in the armed forces; you can reduce the standard
of living existing in the community. Assuming the willingness of the
people to go along with it, you can maintain that kind of an economy.

The very word "mobilization! implies change in status; movement,
literally. A mobilized econcmy is one which turns from a peacetime
footing to a wartime footing. Tt is not so much the level of the
division betireen military and civilian activity that is significant.
It is the interruption in and change of the flow of economic 1life; the
changing pattern of economic life. In other words, Americans would have
to forego, give up, their normal economic pattern of existence and
accepb a new one.

We think of our economy as a going concern, Thus we maintain our
police and fire departments at levels capable of meeting normal sit-.
vations, not great emcrgencics. For example, you remember the big fire
in the City of Baltimore. In this .fire the entire resources of the
city were mobilized and nut to relieving the distress caused by the
fire. And yet, thouch.it lasted a relatively short time, it completely
disrupted the economy. There was no economic activity worth mentioning
in Baltimore at that time, or in San Francisco a 1little bit later,
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QUESTION: Isn't it true that both the First and Second Vorld Tars
ually strenvthened the economy in an ab301Ute way?

DR. ATIRN- Well, here we aDDroach the pitfalis of polltlcal opinion.

Yes, T'11 say—-perhaps it is heresy. By and large, it is perfectly true
that the United States economy has absorbed the shock of several wars

with en upturned economic curve. However=-and I speak here for the ghosts
of some distinguished. professors--it is held that the economic strain
that has accompanied these shocks has tended to create a fiscal structure
which is not acceptable to many Americans. World War I brought an un—
1ift to American industry at the expense of dislocating the farming

economy; at the expense of the uneconomic growth of many urban cowmunltles,
at the expense of a 26 or 27 billion dollar national indebtedness; at
the expense of new govermment controls; at many, many costs. Wbrld War IT
brought a further Qaslocatlon in the form of a 252 billion dollar debt,
and so- on.s

Tn other words, what do you con51der a gain? It is an honest
question end a matter of opinion. If you srould borrow $10,000 and
get a college education, you have made a gain educationally, but you
have at the same. time compromised your economlc freedom and your future. -
Tt is a matter of ch01ce.

COMRENT ¢ I‘am 1ntewesbed in your analVSiS of Russian mobilization.
I might say, too, that I pretty much agree with Colonel Browning's point
on the economic gains as opposed to. the economic losses. 3But T will
come- back. to that in a moments

As I understand your axplanation or theory of the Koresn situation,
it is thab the Russians might be more interested in weakening our
cconomic structure than in strengthening our military potential. It
seems to me that you have to make certain assumpbions in that connectione.

Newr, the_fiwst assUmp ion you have to maeke 1s that the Ru851ans
anticipated we would react in preciscly the way we did. I submit that
211 of the evidencc we have--and we have some evidence-~would seem to
indicate that the Russians were not prepared for cur military participation
in the Xorean war. I think that can be documented by the unpreparedness
of the Soviet delegation in the United Nations and a lot of other things.

I am inclinecd to bollovo that the Russian. pollcy in Korea was
vased not on the intention of involving us in the Korean war, but wa
rather based on their analysis--and their corroct analysis—-in the fe
weeks up to the time of President Truman's decision to support the
aefense of South Korea by the United Nations that we had no intention
of participating in the Yorean war. Certainly there were enough state-.
ments by our military and polit ical spokesmen, and certainly our actions
in Korea up to the time of the Yorean invasion would justify that analysis.

20
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The next statement I should like to make is in connection with this
controversial question you have touched vpon--whether the Forean war
strengthened or weakened our eccnomic structure., I submit that economic
strength is a relative and not ah absolute fact. Just as it is true
that our participation in the Korean war will bring about the strengthen-
ing of our military organization, so it will at the same time put into
operation certain economic forces in this comtry which relatively,
not absolutely tend to strengbhen our economic system and economic ability
to conduct war. : '

I think we have %o answer the question in terms of whether the Korean
war will result in a partial or a total mobilization. I agree 100 percent
if we get total mobilization, are foresd to maintain total mobilization
over an tnlimited period of time, that it will create certain economic
problems, and the cost of that economic change may be greater than our
system can, or should, afford to bear. But if the Korean war is not
the first of a series of incidents but is merely a mistake on the part
of Russian strategy, as I believe it is, then we will get a partial
mobilization, I think there are valid arguments for mainbtaining that
our economic system can stand partial mobilization, can stand the expend-
iture of 10 or 20 percent of our national income for military preparation
without weakening our economic system in a relative form.

DR. ALIEN: Taking your statement and questions in order as best T
can--and please refrésh my memory if I slip--I did not, I believe, suggest
that the Korean war and our reaction to it was necessary for the Soviet
goal to be obtained; that we entered into the war in a military way was
a fortuitous gain for those Communists who would have torn us and divided
our resources by a series of peripheral actions. »

However, if it is to be assumed that the Communists were interested
in weakening our oconomy, it would not in any way have been nccessary
for the United States to have met the Morth Korean armed forccs with
American armed forces. The result would have been all that could have
been desired because, as onc person who has lived in Washington for a
good many years and has seen how the Congress has reacted, it is almost
inconceivable that thore would not have becn at least a strong reaction
for increascd military preparcdnass.

You can draw a chart of the vhole situation. The incidonts in -
Czechoslovakia, the incidents in Poland, the incidents in Tran, Traq,
and the Middle East area in-general have all been followed by a moving
up in the amount of our exnenditures for defense. That has been true
for many years. ‘e do not have to take just the present time, Whether:
the bull lunges immediately when you wave a red flag at him, or whether
he Jumps up and dovm, . snorts and churns up the earth, sooner or later
he will charge. You may have to make a hundred different gestures, but
the time will come when he will charge. That is the Communist pattern.

21

RESTRICTED




%D S

pEE

. Perhaps’ this pinprick or this waving of the red flag won't cause
us to charge, but possibly the next one would, or the next one, or-the
one dfter that. In other words, if the United States fails to act, the
Communists pick plums while we stand back. They make political and o '
social propaganda while we sit back and bite our fingernails. If, on
the other hand, the bull charges, as it did in this case, and as a result
the United States is forced to use some 10 billion dollars, or 6.7 or
9.8 percent, whatever figure you want to use, of the national income '
for defense, the bull will bleed itself white. We all know, of course,
that it is a big bull; nevertheless, it is bleeding. If the first
thrust by the matador does not kill the bull, another thrust will. They
have. us running in circles at the present time. That is perhaps what
they have been hoping for. - ' '

Had we not used armed force, we would still--assuming the pattern
£ history and of recent events to be valid-=be pouring out money for
defense, calling up the boys, building tanks, taking the "moth-balling
off the old planes, ships, and all the things we are now doing. It
miould have been on a smaller scale, bub we would have been doing it.

So much for.the first assumpbions

COIONEL BARVES: Te will assume that you have answered both
agsunptions., SR . : T

DR. ALIEN (to student): T will be glad to discuss it further, if
you will come to my office,. : ' '

COMTNT: T am not an cconomist. I realize I am sticking my neck
out, but I am willing to do it.

Tt seems to me that you are overlooking one of the fundamental
principles of economics, namely, that one of the basic sourees of
woalth is the land. The resources of the land are oxhaustible. We -
can build up our cconomy in terms of productive capacity; we can stand
enlarged exvonditurcs in terms of dollars. In the meantime, however,
we are throwing into the stockpile a lot of raw material which we
cannot replace.

There is another aspect to that; too. As a nation grows old; it
inevitably uses up its raw materials, item by item. Historically, when-
that hapvens the government itself takes over control of that commodity,
as happened in the case of the mercury industry. The United States,
regardless of the fact that in most of our raw materials we -are pretiy
well off, is approaching that state trith one or two commodities. An
outstanding example of this would be manganese. There has been proposed,
although it has not yet reached the Congress, and probably will not, a
bill authorizing the United States Government to buy the manganese deposits
of this country and to build the plants and operate them.
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That brings us close to those items you mentioned. Government
control feeds upon itself., We either accept that situation or try to
devise some pathway whereby that control becomes—-I don't lnowr how to
phrase this--minimized. -We--that is, the Government-—can cither buy
American mangancse mines, run and operate them, or we can- contrive some
system whereby industry may do that., While officisls says Mfe dontt
care who owms those deposits, or who operates them, whether it is the
Government, or industry so long as we get manganese in the stockpile,”
manganese in the stockpile today may be nothingz in the stockpile to-
morrow 1f we have increased control.

T would like to finish this with one sentence: Neither the United
Statgs nor the world at large can produce as much rarr materials as the
people of the world want to have. The materials Just aren't there.

DR ALLIM: There is very little argument there. Mr. lasky is
modest. He speaks with authority. His first assumption is correct.
Economics has a law of gravity as does the terrestrisl earth, ILifting
oneself by one's bootstraps is possible by illusion, but it is not
possible in the long run. Of course, in the long run we could have,
at the expense of depleting our resources and manpower, a fiscal buffer
against depression. Tn the realm of material there can be no doubt that
Mr. Tasky is speaking authoritatively. 7l have a material base that
is so large, it is easy to see that it can be expanded indefinitely.

As a result of our technology we can use taconite instead of the ore
from our Mesabi Range, but we pay the vrice for it. We will deplete
our resources if we go on. There will he an increase in the price we
pay as our resources are depleted and this curve of depletion is apt

- to be geometrici that is, as you get dovm to the last, say, 20 percent,
you will find that the cost of recovery will go up in ratio by leaps
and bounds. In fact, it is virtually impossible to recover the last
small percentage. That is our story. We are not able to re-cstablish
mineral resources by sound planning or by wishing for it. We just
cannot Ao it,

CCLOMEL BARNES: Dr, Allon, you certainly have given a very well
conceived and exoecuted discussion. We certainly do appreciate it.
It was very stimulating. '

Thank you very wmuch.

(21 Sep 1950--350)8.
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