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DIRECT CONTROLS: ECONGMIC STABMILIZATION PLANS
29 September 1955

CAPT GERWICK: Geod morming, Ceneral Hollis, Gesersl
Calbowsa. Good merning, gentlercen,

This is ihe second of our series of economic atebilization lec-
tures. Tim first ose, on indirect contraois, is foilowed very logieaily
by this morning's subject, Direct Costreols: Economic Mabilisation
Plans.

Our apesker, the Assistant Directar for Siabilisation in the Qffice
of Dafense Mobilinstion, has had & wide background in the business
world. He is charged with the respoaaibility for coordinating all of
the lowermment's plans for economic stebilizstion. Tou mighi say
that e s charged with direciing sud controiling the direct controls.
He has alao served the Government in the Office of Price Adminia~
tration, smd s# Divector of Price Operstions in the Uffice of Price
Stabilingtion. He has bhad a groat doal of practical persousal axperience
with direct controle.

iast yenr he lectured to us, particigated in & seminar, snd
answered wany, meny questions for individeal stadents during the
couriss of the college yeor. Thia yoar again be will lecture t0 us gnd
participate in & semisar. It is s privilege to have him back with us, aod
it is & plensyre to Introduce hic: to this claas.

Mr. Edward F. Phelps.




MR, PHELIS: Thank you.

Geseral Hollis, Geseral Calhoun, members of this class:
Lanxt March in discusging this subject with your pradecessors I indl~
cated that it was oot & particuiarly feacinating subject unless you were
fascinsted by whet s somewhat borTifying. This year it is no. mere
fascinating, 1 think It is somewiat more horrifying, largely becsuse
the assowmptions which underiie the work in this fisld are greduslly
mecoming more koreifylng. I also indicatid that it wes & complex and
a difficuit and a comtroversinl subject, Thase aren't necessarily unicue
sttributes. 1 am sure maxy of your speakers open their remarks by
indicmting that iheir subjects are indesd very difficwit and compiex.
50 thet pervhaps I mm 2ot being nowel in thet respect, But it i & fact
WMMWWBMWMMu
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but, nevertheless, I am sure Out in Xy lifetime, sad prodahly in your
awn, it will continue to be relevant, even though most peoplies would
prafer not {0 hawve ia think of £, or aot to have 1o talk abowt it or work
on it. H's that sort of quastian, that sort of problen:. But for as long
a5 we live in the kind of world widch surrouwda une these days, 1 aw sure
this will be a8 relovant & subject se any other and perheps wmore 50 &
good deal of the tisne.

1 siso izdiceted last March & willingnens to be guided by the
acope which was given me--aud I don't get & chance to use that term
very olten in the course of & year; se 1 will use it here--but I alse suid
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1 wouldn't be confined by the scope. ‘That is true todsy. I poay wendey
sorc awhnt sfield in the course of trying %o make my points. Bt I dope
aiso we wili be abls te do some partinl justice to the sukject embraced
by this scape.

The great problom for anyono who is asked to share & unique
or saoteric kind of experisnce with an andience such as this, or euy
other, 1think, ix to decide what t2 say, how much to say, whet to
concestrale oz, and what to lseve unsaid, how to interest hiz sudisnce,
how to hold their interest when it stands to ressca that, gquite logically,
the interest of any sudience in guing o desuitory in some of you and
snly & pusstag interest to others. Thers is & grent tendency to sposk
in terma of art, which in the final ansiysis mesns that the sposker ia
reslly taiking to hinszelf. ! hope we wos't fall it that trep today.
But it 15 seay in this purticulnr field, becanse I think no other scisuce,
U 4 may be calied that, bas more terms of axt, a3 mare tecknical
counotations.

Last March alse, to get lnst Mewch out of the way, 1 tried an
sporoach to the subject which I thought night be workable. 1 think
that it ;ay have been, Dut I don’t smat o repest the same approach,
becauae it tan't any particeine fan or very stisanlatioy to simply go
mmmmmmmmm R would sowe wmy
energy and your pattsnce parbaps t¢ just have i recesded and Lot it
go ot that. Phat todsy I am golng to try te got at the subject from a
somevind different viswpeint, & somevhat different angle, andt hope
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that this spproach will work as well a8 sny other.

A couple of years ago it would have been prefly easy to trest
with this subject. 1 would bave been very saay, as a matter of fact,
1o wake you & pleanant, dull, waninteresting kind of speech cu the sub-
joct, cutlining the use of emergency economic coetrola in World War
B snd in Kores. 1 thiok that we would heve done resscnable justice
to the subject, snd all would have boes &8 happy as possible ander the
circumstances. Nowadgys thei's only balf the story, and therehy hange
the probless. I hope that becauss it is asly half the stery, incidentally,
it wou't mean | am unwittingly twice ss dall a5 ! wewld bave been.

Bt thel's a risk you will have 0 run.

To gut slurted, let's take & quick ook at what we call owr
ecotoiny and pasa it on to you s some new phrsas, Our ecomomy is
& giguntic thing. Moat of the time we seew: to accept it &g sowmething
vague, something that is there, bt withont really exposing it to aay
sharp ssumination. 3o just for a couple of minutes Jet's take & ook st
the kind of econamy ww are surromnded by,

R consigts of sceme four million businesses. Thoes businesses
wmisawlacture or produce probably eight to nime million items. There
are parhaps thres hundred thonsand mewsfacturers involved in this
economy. Thers ars af isast two million dstriboters of all kinds.
There are ceverul Mandred thousand service cslsblishunents, rendering
all kinds of service to all kinds of people and in all kinds of circamastances.
‘There are six willion farmers in our edciomy, Therw aAre scme sixty-
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five million peopie working, or the best part of atxty-five millicon
pecpln, We have a gross national product--another term of arts-
which today bas in the neighborhood of 388 billiens of dellars, which
the experts say in the nat inr distant fulure will be 408 or 459 or 500
hilion dallars.

‘This economy is frequently called by many asmes. Some call
it an entreprenqual syntem. Some call it & free sconemy, Some call
it a free estevprise syotemn. It has ail sorta of names., 1 bas been
productive of the higheet standard of living which any couniry has ever
known, which any civilisation or any sconomy bas ever produced. We
beve tad thet driunmed iato us for genersticna by every politician
who wanted t0 make & point,

uumwwummdmm.ummy
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mmﬁ%“»m%!“‘ while we onll it & free sconomy,

it venily isn't & free sconomy. R is oftentimes reguisted. Semetimes
it roguintes tiavlf. Oy times it is regulated cither by the action

of external forces or by specific devizes of government or of man which
are intended 1 try to reguiste it,

I balence, wost of us, I think, would argue very strenucusly
thet it is o good scenomy, that it is the beat kind of economy, snd one
we are interested in protecting and extending for ws long as possibie,
RE parts are reisted to sach other. Thwy are intervelsted. It is an

ioterstate sconezcy, it in as intvestats econowy, 1 (s sn isternstiansl
g




scoogmsy. R is much affected by government action; squaliy affected
somelimes by govermmont lasction.

Wa aceept i, genevelly spesking, rether mstter-of-fsctly,
a8 we 4o any other ting, We squawk sbowat the deficiancies in s
econdny, sud we take Jar gyanted the advartages of the same scwnomy,
in the past we have tanded to accapt the wpa and downs thet are »
netural part of such sm econmmy. And we heve worried from thne
1o tiine or geceredion 10 genersmtisn as to how we could overcome avme
of e deficiencios withomt changing it inhersmily sad basieadly, and
while melutaining the sdvaninges.

Now, this was the sitemtioc spproximedsely when World War I
commenced to oo wn the horizon. Cur sconosmy--and this description
doatn't svan commance to do justice to f--had been ut one of its
peviods in & savers deprounion, ss you all know. U had Rot yet recov-
crod fros: that dapressios when World War I or the thruet of i
commencad to sppear. 1 gradually beosme odbwivus thet we were
g to become invelved, snd it gradually beosme cbvions that thie
econos:y would have to unduriake some very laxge changes and a very
extansive sspansion in order to & Justice 10 owr position &% it wes
likely to develop,

R wes during the peviod of 1940 snd 1541 that & reiatively amall
growp of people, brought sogether to think sbout this swbject of the
tmdnwm“umm:.hm”muﬂ
hns become known a4 (he whele family of emverguncy sconcmic stohi-
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ization measures, methods, and devices. It was simply conclaided

that an scenswy which, ebvicusly, bad Seen protty well prostrele for
quite a loog time, simply coudd not teka on the sndden fnpact of war-
mwwaummmmm&m
stions, snd thet tharefore semething would bave %o be done. That
mm%mmﬂﬂMdm
economic stabilization,

Now, very brisfly lat us take & quick Jook st that, because you,
1 Caink, wust have this frame of refervace in the beck of your minds if
you are guing to go ferward very far in this sulject,

Emsergoncy sconemic stebilination, as we know &, bolls down
ssventially 4 two bresd kinds of measwres or metinds or controls.
‘They are the so-ealled indirect controls and the digect contrais.
Shated as simply as possible, imm&mmmmm

IR it atetaiatiial
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mmmumm Thay are more acholerly in many points
of view than are direct conirals. They eve more status, snd they
have more respaciahility than do direet controala,

Dirsct controls are in effact josl whet the terns coznotes--
MW%&%W“MM.

uﬂ/m: ‘They slse smheace the whole fisld of distribuiion, thet
is, consuner retiouing,
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How, incimdest in this fmxily of indirect controls sre such
obwicus things as taxes. When & wer comes along, and sxpendityres
obviously are shouw to rise, or do rise, you can sither forpet the fact
that the expenditures are moving wp, that the cost of operating the
Covernment und the couniry is going wp, or you can undeviake 10 pay
for the supenditures 35 you go slong, or st least pay for some part
of thews, Of couwrss, in that swent you bave to borrow all kiads of
funds in order to puraus the war sffort.

How, to the extent posiible, mm«mmamm
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fheos war exponditares, the source of what stherwise would be 3 waAr-
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born iafistion, & price or wage inflgiion.
By the same token, credit controls are generslly exerted in
such 8 sitaation, controls to sxe to it thet credit is sot ued loosely

P
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MMWW&M the extent possikie

i+
RNy o] e o @

MM&; umdmgg;;nmmmmwm. in

e D e T

e e S——
S e et

the hiterest of neceussry sapansion, and an an. In sowe sitwtions

it is & hind of contrel that not anly applies & business credit and hank
credit, but it also goes farther snd directly centruls consumer credit.
And thareby, a8 in World ¥ar I, we have the family of consumer

credit reguistions which dietated down payroents, the tarms of payment,

and »o om,
How, these hinds of coutyols, baving to do with our tax policy,
our fiseal policy, and omr credit pelicy, are the indirect coutrols,

-
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Thay seek to ke avay frem the sconsssy, before it can be sericusly
damaged, that suddan imapact, that sudden surge, of potential inflatica,

M'lumm howsver, iz any peried of war. The best
M#Mdm u&-mm m&mm
Saspite cradit cortvola, Mmmwmm
de«n;mamesmm
MWWHWWMMMWWﬂM
mem of course, mmm«mmmmm
we had & rether substantial price and wage inflstion over the period
1541 and 1348 to 1946 or LI4Y.

Now, the divect castrels, of course, are intesded to deal with
mwd&-:ﬂwﬁsmmmydﬂﬂnmwmm
appiying the lsdirect contrals to. They are & sop, perbeps, for some
of what you couldn't contrel or shop at the sowrce. To some axtent
mmmmxm hmm,mm
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As you know, pries coutrol is simply sn sttempt by mere
orinls to substitute an artificial price siructars for the kind of price
structure which this sconcmy I described would ordinnrily produce on
#s own motisn. Therefors I think that without any grest smbellish-
ments you esa understand it the job of siiting dowa and wadortaking
o recremts oF to crents an artificial price stvucture which will let
this sconemy adept iteelf to war needs snd deanands is quite s trick.
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and
complex, baceuse they seek to guide the rete at which peopie will be
pddfsrtbairm snd becuuse the mathods svatlable for doing that

km:idiahmmmwmwmm squeily
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Rert stabiiingtion in many respects is & politiciam’s dreen:.
nuw.mmmmuauu:AWMmm
you teil the iandiords and tenamts, " Your rents ave fromen” and let
them fight it oxt. Cu the other band, it is an eaaier kind of approach,
an sasdier Wind of divest contyrol, 1o sdsinister, if you have a thick
enough skin, than are the othey kinds.

Radtoning, ss we ow it and as we saed H, involves the use
of yation currency, retion beoks, and all of the treppings of that ind
of retioning systewe.

I svery cass these direct contrals were barn only over & period
of time. Time was available during wiick you could hring together
compatent people, during whick you could get business, agriculture,
lsbor, the public, Congress, and cthers together and arrive st seme
tendative compromises with respect to meust of these ¢guestions., 3o
fn coe way or ancther these kinds of controls wers deveioped and were
inltisted and wore afinivtered.

iimr aim&aammmtom-knumm

wages, and rents. wgwmm whethor it be price or

L Pty MR £ 4, g _wm  NT

wage conirels or rent coutrols, are cerisin hasic concepts, phiionso~
io




phiss, or relss of equity; call them whant you will. I think 1 xoust be
obviows 1o you that in this complex sconsmy, this complex society,
at no tine are all the parts of the whole iz perfect balance, in porfect
redstionahip, to ench othar. Agriculture st the woment, for instence,
o arguing thet its positicn ie not equitable s compared with that of
Jusiness or of lekor, uwmmmm@wmm
or four majer segments of our sconcmy will argue the same thing.
Row, in & period of direct contrels any set of direct controls
wust have as their basic foundetion some kind of ruie of equity, so
Mmmmhmm“mwmmw"’ﬁ:mm
$o trest pou fairly and squally. We ars goiag to trest your collengee
on the sgrionitere or labor side feirly aud without fiscriscination.
Thede xre the rules we are going to follow, ™
You can't buwe a cloar wnderstasding of this subject of contrals
uniess you understand that these ruies of egnity are indheremt in such
an operwtion. 1 will give you only & very brisf sample, a0 that we
won't have to dwell too longn on this sspect of the subject.
T/’/ Whan you coutrei prices in this country, you start generelly
by freening pricos. That is the assy way to do the job. It is almont }
Mmbwmﬂ#mmMmewm{
i
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commadily at a time. The stmpie way, the smergevey way, and the
way in which we dive inte the whole fleld, mwhannmuu/(
. ¥wokp, ia the froese, the general frogse.

Bt you don™t freens this economy, remembering sil of the




istricactes and complexities of it, a3 yon will, and then walk off and

iseve ¥ there. Immedistaly upon fressing it, you have o start thawing
it., When you thew it, you have to have soms standards, sosne ruies,
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standerds which will provide squity for the businsss community, which
uup;:&”i»wwm: “Your prices ave frosen; but if
you osun show us thet your cont increases are sunificient in scepe or

in magnitude to werram price ncrensas, aund if you can mweet cortain
industry or for your company ov for your cominadity, ns the case
may be. This will be our yurdstick, this price standexd, ”

With respect w0 prices, we have devalaped the se~called sarnivg
stavdard, which simply snxys (et if your esyxings in the industry ave
buen deteriorstied by viztus of the abacrption of comt incresees, you
con got an amtomatic price lucresse. Thare are severul othera, but
I wem't hore you with them: now. in any event, that ia & hind of ruds
of oguily that is developed to insure noediceriminatory trestment of
the basinuss community,

Mumwuhwm Laber, mm
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That is not a8 bed as it aomdz. 1 simply says thet if the cost
of living movas wp, then stomsiically any indastry may recsive sn
increase in lts basic wage rates to keey pace with the cost of living.
This was intended to insure sgmity for the labor part of owr economy,
6o that that group weuld not be discriminated against. 1f prices could
be swbilizsed snd id down, thewn the cost of living would not meove, and
theoretically wagsse would not move, On the other hand, you usually
siart at the other ond of the srgpument mnd decide that perhaps, if you
comld eld labor costs dawn, there wonld be no preasure oo prices,

and B0 o0,

How, 0 move over to the agricultaral scovveny. Farmers, of
couree, have to NaTE some Kind of squity during this paricd of controis.
Thelr ruls of equity e always besn written into the law, It is the
mmwwﬂm We won't discuas parity here,
MMMMﬁwm Bat, in any evewt, pearity ia sinply
» duvice ndopted for wertime use to try to puretes to agricultwre
that it 00 will recelve equily during the iifs of a direct control program,

ALl of these basic stendnrds, these bawic concopts, of stabil-
tastion wre undoriying and muat sxist if there is 3o be & succeastul
period of direct controls in this country. When you are wndertaking
to conchude how the Govermment sheuld enter into this field, how it
should sperate, if you sre called spon 10 90 conclude, Leep in mind
that there is wuek more 10 this sclauce of direct cootrols than just

3




throwing a freese Lo the séonomy. That's (he enay thing to do.

's » regrefiabie fact that,. i 1 wers giver an aur's warning, two
howrs from now it wenidd be poasaible o impose a genersl freese on
thiz entire country, this whole econonny. 'The probiem would conse
of the thawing of that fresss, of making it workahie, of adapting it
5 the nesds of tha economy as it scught to do the wer job.

s auy evewt, oo this kiad of basis, using this fawily of direct
controls, weing these standards and many others to ixy o paaranies
aquity and nosediseriminstory tresteent, sad sise trying to sccompiish
memﬂ%bn.mmﬁummm-
tisonry tendencies, we managed to get through World War . As a
madter of fnet, while we weve surrounded simoat frow: sinrt to finish
with horror stories and by 5 reslisstion thet this was & slmest impos-
sible job, while we were bani arcund frem pillar to post as Mimintstra-
tows, while the comntry and 9o busicess community aulfered greatly,
2ot a0 much in basic terns as in terme of ageravation and irvitation
fron: the tmeposition of controls, we did manage to survive.

Boomomic hintorisna are already coramencing to view thet period
in rather mellow termas. Thay don't worry ahout the harvor cases,
the congressional hearings, the kinds of moniey shines which are part
of eny period of direct controls. They look beck o them from the
safety of ten or fifteon yeurs to see what the ast offact may heve been,
and today they axe comuumcing to write in sbout theer torms: "“Never
in etvilized Mstory has sxy commtry or sconumy geared it prodactive

14




capacity so regidly and so saccaasfully to the fighting of & war. Never
have 30 wany peopie heen employed. Never has a fob beon done with
such littie economic consaguence in terms of what that ecassguence
might buve bosn. ' 1n sther words, they are commencing o suggest
thed, despite our deficiencies und despite sur newness, despite our i
isck of kmowledge in this fisid, » reasosebly good b was dome. And '
in htare gyenareliions I supposs thet is how histary will view the salject. i
% pevinits you, U you bave besn saposed o superience ia this
tinkd, to sheug off the horver stovics and e cootroversies in whick
¥oU have bovn involved, I 1 counld de soe-and 1 am sure § can‘te-but
i1 1 could, I would he quits content to go up on the Hill and testify before
the vrions congresuional committess to the effect that 1 agresd with
thes cne undred percent thet the jbi-of direct price costral in this

it v v 7 e

countzy & wirtwally impoostble; but in the next brasth I would argee

'ﬂ_!tit mr_’h‘gnmumw

- D e e

T would be wiiling 10 admit that you cenl™t »eally centrol the
price of perishabies, of woet, dairy products, fvesh freits, sed vege-
tableg; thet you can't reslly do uch sboet thew, [ you start owt by
controlling the price of frosen tish, and some wisw gay lets it thaw
out, it tarns ioto fvesh Ok, thas commanding o Aifferent price, |
woald he willing to agres without ssy argument that you cae't really
ceatival the priee of & dress, which by virtue of having & bulton removed
from dowa here snd pul up heve, becomes = pew item, & new garmet,
tommanding & higher price. There is nv sense srgaing thet sind of
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thing, aithough in time of war every coutreller must be able to g0 wp
there sud argue from breskisst 1o dimer the fect that ke can do the
job, that be la dotag it, andl thet it is & secessary and vitel job despite
the hosdaches, and that, Mr. Congressman, things are sil right.
Now, everything 15 act alt right, sod it never will he.

There are ot no hagpy anssers in this field, So dou't sver
shuse your wind with the notlos that you can have & benevolest or apwy
kind of period in wiich direct controls sre spevating, You can't. They
are always akicg & mees of our scenowmy. But, oo the other hand,
they wiil make much less of & wees than would be the sase if we ilnt
this seonomy go its way io & poriod when it is exposed to the kind of
impact thet a modern: war can bring forth. | won't belabor that poind,
et 1 think the record will indicate that it is a fect.

Anyway, we gud through the war. We did the job one way or ancther.
And wikile, of courge, when the war onded, we dunaped cortrols pretty
bastily and thereby sulfered ar imavediate price inflstion, which nearly
wiped ot or more than wiped Gt all that we hanl seved duricg the war,
we ot lsust did the weriisme job.

1 thiak this may reise au intereating scadomic omestion, one that
you and 1 wan't aved 0 solve rigit now. Bt it Joes suggest thet a
qeeation exists 56 to when you stert & paricd of direct coatrols in an
emargeacy, at what polat you are guing to be aildisg & dan: against
& pecd-up force, and st whal poist you apre going to let that dam go snd
take whatever licking you are goiag to take. We ig this 1n 1546, 1947,
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aod 1048, Then, while we took s good licking, if we bad gone in the
other rowte, it is concotvebie thet you would never have ended this

period of direct contrule. Sc i guoss this is simply sn unonswernbis
argumant st ihis point, and perbips may always be.

Now, haviag dispanasd with our stwucture of controls ss soon
as the wnr exded, we were aill happy 1o go dack tO sosething approach-
ing mrmsl, Thiz, of course, was ot confined to 2cenomios. & was
trae alac of our defense ostabliishment to & very substantial extent,
andd to many sthar sttyibates af su ecomemy which bad been geared to
war.

Betwesn Worid Wer H and the outhresk of the K.oreen War very
ititle succensiui planning weat jorward in thiz fisld, Very iittle
sttsotion was patd in this coulry to cuping with it except in reistively
amall groups of individenis withis the Government and 10 some extent
vutside the Government. Therefere, when ihe Korsan War broce out
and the Cougress amthorined tse President to evtar bno the field of
emergency ¢conomic siahilisation sgain, we were substantislly wiready
sxcept for the reservior of expearience and tulent witieh had hoan
acquived during World Wer 1L

S0, wmoviag swiftly to avert infletion--to use the phrase P4
used over and over sgain«-the Governnent hesttated for three or
four months and finally wandered into direct contrals is early 1951
through the imposition of ¢ geoeral froexe. I then sought in effect
to recreate just sbont whet eximed 1a World Wy Il. Agair. wa bad a
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pericd of direct coutrols and a period of ao-called indirect controls,
all of thern: sesking to desl with the potentisl inflaticnary threat of
the Eorean War. '

wedl, it turned out that this potential threat was pretty wmuch
of & dud, bocause as S00: &8 we entered into this arena, our entrance
promptly ot acyoss the peychological inflation which had been going
on, and there waa virtunlly, with a few exceptions, no need for inter-
vention by the Government in this whole ares. Nevertheless, coutrols
arentt half as easy 1o get out of aa to get into. So after ancther three
yoara the adicinisteators of the prograz. were still struggling with a
standard that wonld retionalize their backing out of comtraie. Meantime
it was beisbored by poilticians and by business people sad by consumers
o all the weual gronmds, on the one hand, that they were giving the
conutry away because they cuuld ne longer live within their incox-es,
and, on the other hand, that they were ruining the country because
this was an entrepreneural systern: and here they were sxerting controis
for comtrois’ saie, and so forth.

in sny event, that waa exactly wint happened in Xores, without
a lot of conversetion. R was an unhappy pericd for controilers,
becanse you never conid be certain that the whole structure of controls
WAS necesary. We learned reiatively sotking in this field during the
Korean Var except that it is pretty difficull to operate this kind of
program. it is even mare difficult when the guns are seven thousand
w:iles away, snd whes the grest bulk of the country tan't too sure a
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war i8 going on.
This, tharefore, ias perbaps the brisfest conimemt 1 could offer

& feel that 1 have said anything sbout our eccnsicy, the way in which
controls have some tmpact on it, and the history of controls in World
war Il and Korea, [ almply have the feeling of not having deslt with
the subjact vary miuch, becauss it weuld permit us to stay here ail
day long, | guess I don"t know how many millions of words have
been written on waricus aspecta of the tolal subject. You don’t have
the time, you don't have the petience, and 1 dom't have the atrength.
S50 1 think we will have 10 assune that we have touched on seme of the
faviawsontals thet ave necessary to a cisar understanding of this subject
a8 we go & littie further.

I comid em:broider the thing & litfle bit more. 1 wight suggest
mmmnmmmmwtnmmuamm

— . - o " i At e e

duxing ¥ orid w«ammmmammm

e e e—

aalhranﬁnmmimmlamsdmmwcwmm'n

the cost of the war. There were a lot of interesting statistics and
things of that sort which could be used. But I think that this ia &
suphistieated audience, sne which has also survived & couple of wars,
at & vinkmum, snd which bas bad sowxs experience with some of these
issnos. So there is oo need for me perbaps to comment further,

The troubie is thet after using wp all this breath snd smergy,
this 1a atili ouly haif the story. I aow have to open the deor te the
brave new world in which we live nowadays, end iz which we are going
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to live in the future, spparantly.

1 don™ weet ta he overly dramatic about it, beceause 1 den't know
that 1 could be; but this is & worid, for instance, in which we have the
NIKE instalistions around Miwsokee, sround our inlsnd cities. This
is & world ta which it is possibie to bave hrsskfast in England, Mave
tunch in New York, snd dine again in Sagiand, It is s place where
some new forces have been relessed, forces which none W us really
ecmprensud,. At least I don't and I imow I speat feor willlons of others.
There may be a few of you whe understand thew:. Mot of us don't
tnow whet makes & doorball rizg. REow on earth can we understand
the inflnence of the forces wiich scisntists snd others have reisased
on our ikind of worl#? It is & fores where the THT equivaient of a
single bomb, as I waderstand it, s now, or can be, way be, grester
than that of the TNT eguivelond of all the bembs dropped on: Germany
by the Alliss. We sre uiing incomprshensible terms now. Waybe
they are nat to sowe of you pecpie, but they are 10 most of us. we ave
not censditionad to that kind of thing.

R ig the ¥ind of world where we find something over 10 percent
of omr produstive copacity and more than 50 percent of our working
force lseated in some Aty metropolitan ayvess, cemters of population,
in this coustyy. They are really targets. They are part of the real
targets of any potential enemy. R is a world, incidentally, where these
potentisi answnies are presun:ed to be not very far frowm the point where
they comid laanch aa sttack oo this country which would be capable of




cossing tamporary or gesersi coliapse of our credit and monstary
structare and quite possibly therefore of the scosamy, which I tried
1o dageribe briefly snd remind you abeus.

They are capahie, as | understand &, or will he shortly, of
ieflicting destruction and dancage on this country which is alusogt
unbeliewabie. The cost to us, if we could survive and emerge triun -
phant, 85 1 assume we wonld intend to do, woaid enter into the trillious,
mthaswcuﬂiuluma.wmmmmyuﬂﬂwmomm.

It iz also the kind of worid, for contrast, where the budget for
cmwmcxnmmnrMﬂmmummrmms.m.;m
where the budget for the netional 20 was something over eight million,
This is & questionable kind of statistic, but I think you will Bave to
admit that it ia a useful way to make 2 poist, S0 1 induige, with your
kind perminsion, the propensity for uaing that kind of statistic. .

Now, it is thet vind of world snd many other kinds besides.
Mmcmtwmyﬂd‘mhmmctngmmewﬂmmm
mm&hw.adwpwinamuwamm.mﬂn. Juicy
target for the kind of damage and deatruction which these new forces
are capable of producing.

Now, then, what are the economic consegnences of attack 5o
this country, this kind of econan:y? This ia a rhetorical question,

1 haven't the faintest notion of whet they are. I don™t imagine that

you have either. No one has. And yet this iz one of the problew.s of

cur time, ¥We have to try to $lscover what those econoric conssguances
&



way be, and what, if snything, we can do in advance of such & situstion
to preotect cursslves aad 1o support our swrvival or rehabilitation and
our defense postare.

This, therefore, jrogs the question of what kinds of emergency
economic atahilizstion methods are relevant or spprepriate. Sursly
it dosan't make senss for an OP3 agent to go scomisg into & cratey
which was New Yok wawing a price regmuiation and taliivg i terms of
price frevses and g0 os. Un the other hand, stabilisation weasures
of some kind, of many kinds, tcay be abaoiutely vitad,

Now, 1 seappose that decanie & few of ue are sccepiing govern~
wert faauis or working in the preparednsss fleld, we should be abie to
dascribe to you & wystic set of plans 1o meet all these exigenciea,
Baut that's just ncd the case. I will go back to last March, 1 sald at
that time that cur stalus, in sy mind, in thds field was terridie. It
i9 a0 better than tarvibie right now. Have we st wusted our time?
I hawe to say that there hes been: some improvement, since I have
spext anvihey six months ot . But thiz way be overmating the case
just & littie bit. The aflwelion is still pretty bad. We are only commenc-
ing to realise and to understand tho nuiure of the problem: with which
w2 ave to contend,

We are getting et it in thia way: I cen™t deacribe all of it to
you. in the firat place, I am net sure all of it would make sense, sod
therafore 1 don't want tv bacome any more valuerahis, Bwt io any
evert thare are some things whikh can be said about it.
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If we have any yardetick to guide us in this bmsiness of trying
te prepars for smergancy stabilisstion, it ia that we have borrowed
fros: the Manhattan Project of World War @I and tried to compartimen-
talive the total preblem. Ve have decided that there is no sense in
trying to get people or Cougress or executive agencies or snyone slse
to digast and understand and absorb thiz whole sebject and give it
the thoughtiul kind of sitextion that it needs. S0 we decided that we
would teie the total subject apart and divide i into compariscents
and sov if we couid aidvance preparedness with rewpect to the various
compartments. 1 den't inow if this wekes any ssoee, snd I dozt know
how we wiil get along in the future; but st least it gives ua the feeling
of being sble to turn fyom one clesed door where we are not arousing
any interest or belp and go to another compartinent and find just a
Little bit of interest and have the fasiing of waking Just & littls bit of
progreas.

This particuiarly, of course, had to do with respect to the so-
catled orthadoz stabilinstion weasures snd the orthodox giobsl war
situation which supporis thez. Bat, unhappily, the more time that
passes, the lass relevent these orthodex stabilization roeasurss are
in this so-called arthodox gituatica. It would be comparstively sasy
for us to profit by the experience of World War I ssd Kores in this
whole fleld of controls, whaiher direct or indirect. We coudd, if we
had the patience and the maturity and the forbsarance, find peopie who
would spend time, during the thve it takes, on various aspects of
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trying to profit by experisnce. Bul the trouble is that it seema less and
ioss likeiy that we will again be involved in a gicbal war like World Var
I, where we bave & yoar or two of warning, where we have tize to
prepoare, whore the war sever touches you, is s iong way off.

S0 that while that tiod of preparedness, | suppose, is ueeful
and permits you {0 sxpwine wore closely in retrospect what you did
aud whiy you did it, it may or may not be very relevant. Thevefore
we have to sder fato another coampartment simaltancously, and that
has to 40 with sn sxmmisation of the likely economic consoguences of
attack ga this covntry. And here, as ! have said, it nsay be you exter
irde a worid of science fiction. N suggewts & kind of attustion which
slrmost beggers our Lagination. And a0 1 think it will be a loag, iong
time hedore we can really feel that we know or undersiand what the
patential economic consegatnces of an sttack on this country wagid be,

Nevertheleas, we snow we Bave made soane prograss. We
must spend an incresilng smownt of time sesking to arowss an aware-
ueds of this problam, sesking to get other pecple interested in warious
aspects of it. We are dolag thet theae days in two or three ways.

An sxample, of conrse, is the fact that we have war ganies.
Vig will have theo: from now on, st least once a ysar, ‘These war guces
are viswed variousiy by various peopis. They may be conzidered to
be anything from boy wcouling t0 & trip to the cauntry. And certainly,
spenking of the me in which you individeally participated last sammaer,
the foud was about @ incongrucus aad irrelevant 1o an attack on this
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country as you could imagine. We had whet mnst be the ali-tixe best
cvoking school preporing cur food for us. 50 mo#t pecple spent
seventy-five parcent of their time sating.

Hiet, in any event, the war games offer ua an appartunity to
condition curselves, ke Paviov's rats, gradually over s period to this
kind of simosphere that wight exist io an atteck on this country., Whether
this is seeful conditioning, only timme will tail. Pat it does permit us
to arouse subjects wikich otherwise wonld lie dornsast,

As a single exsxnple, wmmmmmw

——— T

ammmwmmmmyammmrm

mmdmmmmm mwm«mﬂum

WQWHPMWMMMMMWM
thmmhnm MW quite properiy, ss alvays
in such & recital, seld he new that such & subject existed, and, sz
1 vecall, sdded: "This subject is very isteresting and | certuinly
think more work should be done en it.” He dida't quite buy cer
propoasls, which was understandable. The point is thet merely by
virtue of his sayping: "This is an ineresting anbjoct sud deserves
more stiention sad wore thaght, "' we have a plag that we cab uae to
balance the deal, to bant into avbenigaion or acquieacente any of eur
collesgues or others wht otherwise wight take a dis view about
wusting their tizee on such & subject.

Now, tf ouly in that sexse, theas war games can be sxtremely
uselul in all these fields where there Ls se much costroverasy and
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complexity. FPros: snother standpoint 1 think they cans be useful too,
becsuse they 4o ist you get in the frame of mind of betag heroic, of
facing the axigency, snd being forced to do svive things under peculiar
conditions which otherwise we never woald face in the course of & year.

i lovk for theem to be exiremely vesrful as tice passes and a8 it really

showa up the good work done lawt summwer,

Through the war pures, and through the appuintment ocoasionally
of consultants, people who are particularly expert in sowe of these
fleids, we hope to go on compeartmentalixing thiz whole sabject of
atteck o this country snd its economic consequences, with the thought

thet cver & considerable period of time we

may be shie to get a better

renlizsation of what i3 involved and what poseibly the United States

Governmment sight do to prepare itaeifl for such a sitastion. 1 won'®t

buthar you to try to dresn: about all these things &t this time. N may

be getting past my deadline. Bat, 1a any evest, I wili estion one or

two sapects of the problen.,

——

In the first place, wer damage index nification becomes a really |

i

reievact subject and & part of the emergeacy mabilisetion probler:. /

Row do you indewnify, or do you indewmnify, fw_mmmwm}

Kand of aiteck ou this country? N you don't indemnify, how do you ‘

creste conlidence in owr ecouotny, i OWF govermment, in our capacity |

1o rehabllttate curzelves and to survive ?

1

How do you permit the credit t_

and reonetary stracture to gat back on its fest if it really receives the

( kind of blaow which Is said to be posaibie?
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Yoo snderstand, I can't afford o telk about whethsr we are
guing to retsliate Jike thet or whether this can happe to us or act,
I am procesding on the assausption that the thioge told to us by the
Security Council and your establishment broadiy in terma of what
our snnniss are capsbie of dolng are trus. Whether they succeed
in doing them is ancther sadter. 5o fhis guestion of war dam.age
indewnification becomes a vitel one, shecistely fundamental,

COne of the first things, in all Mielihood, thet the Government,
or the rexaants of the Government, mma@mhn

PTUIS——

mmmgmamwmmmwﬁm

B e S,

mwmmmgwm Whether it wonld be ten percent
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S e e e
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mm araw’uemnrﬁﬂpm idm'tm
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mamgmanmamwmm of insurance,

would hxve to be fartheoming,
Likewiae, § think that the Goveromeul-~snd doo't ask for the
sonrce of the funda; nmﬁhﬁrﬂt Wummu

mmwmummwmﬁmmmms
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o!cuﬁ nmmmuummumammm
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mm«muundwmm 3 wonld save
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to uaderiake no doubt 10 enter into (he field of what the sconemdisty

call, Ithink, income maintessnce., People can't go to work because

there is a0 place to go to, 1f they have osceped. Their piace of

Livelliwed has baon deatroyed, their incose has been intersupted.
1




They have ac maney, uo sowrce of income. VWhit do yoa do? L course
mmawmmmwmm.m
other things; bui you also may face the problem of ansmrtaking to
maintain their (ncorue Sometine, i these firet survival measores
oz be mnderinkan with some success. ¥e nre dependant on them.
In zany cases it appesrs that the problems will livolve the
reverss of the orthodox emergency stabilizativn ethods which have
been relsvant in past wars. The problem: opans vp oew vistas,
wholly new, without grecedent and without experience which can be
wnoed to puide us.
m.mmuw.amwmmd
mm,nmhmmumnumwm
a.mm;wmmwm, R may very wail
Be praper for & general freene to be imposed in hooe arens which
have ssceped dhzzage, in order not to let the impact of what heappeaed
WMMmm’.mm«m
m:m&mwummmnmmy
has colispaed, Mmmmmmmdmm
of ergenisetions to this kind of catastrophe . Mumha of the
Spocial Weapons Project, e talking 19 we one day and be wsed this
m“m”w?muthmmm 85 one of the
ronlly relevant commants | have hesrd. Whet he seid way that we
kncw » Lot sbowt the affects, that we ave learming all the time abowt
mm.Mnmmwmmm. We don't
b




mmmmmmmmwmwmmm.
WWMMMWMM&MWNde‘
else will tuke or valme, whether you would be trapped with s barter
systen: or some other kind of aystem. 1can®t say. But this is the
problem of economic stekdlisatisn prepareduess fron: now on. i lcoms
lrger with every paasing day.

Emergency retioning and coafiscation are certainly going tc she
Wmmﬁﬂammymtﬁmmﬁm”mbﬁgta

M&%jr Mastial law is & sukject which, of course, came wp
duriag the laat wmr gawse. 1 heszd it said that it areased much conster—
naticn Mnong the reportera. The Freaidest, faced with the firat report
of simulated damage done by a relatively moderste strike, concluded
that artisl Inw was his cnly answer. But our preparedosss pinns had
not been carried forward with any idea that martial law would be in the
pidm.mtmlmmmmymn:mnmmmmm
felt that ohbviousiy and fundamentally, reartial law would be required,
:wmmxmunm,-ﬁm,mnmmm.m
mrm”mmnatmmrynnmummmamm.m
mmwmmmwmmmnmamum-mmhcu
the military more & part of our preparedness work, since in the last
m&yﬂsmwﬂdpmﬁn&yb&mwmamwﬂwﬂmmw
ard perbaps (n undamaged areas following an attack.

The Preaident, in choosing to go the martial law route, mentioned
8 good u any activities, some fressied and some mwore dapasuionate,
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perbape some of the civilian satablisinuends have been looking at
varions sapects of mardal nw soccewhst mors carefully than was the
cane prior to thase war gemes. And [ bave 80 dobt that this tixe,

this June or whenever the gmues are held, this can agnin he an extremely

reievant subjeci; io fact, mey play o grester part ic tha geme, « certe
sinly suggesic thet people in the WMilitary Establishecest would be
wiiserabie i somevhere along the course of their tyaining they hasl not
picked up & reasonably good knowlsdge of soue of the aspects of life
in & mobilisstion economy, Whether you sil line up where nobody would
rver wd o be caught dead iz deatde the potat. The fact remains
that, since military people are to becoms wmore and more a past of
preparedasss and more and more a part of the activities following an
attack on this coudslry, thea nowiedge abowt such fislds as this becomes
& pretty tmportent sapect of training and of the iife of the Milfinry
Evtablishmant.

Anywny, withont discmnaing thet st any more length, let me aay
that 3 would appear to me, fosofar as we have made any progreas,
that the key to survival ia Wiz kind of atisck altustion will prebabily
lie in local setion-~local action wikich will work to recreste the aitue-
tian thet existed an of the time of the sitack or st least work in thet
direction, and local action which will seek to support basic survivai
measures, with the thought that sver & parisd of time, and as the
Foderal entity gradusily gete on fis feet und gots back into operstion
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e regtores & sense of hsivistrative communication and so an, i
will weld together all of these local actions aad theursticslly, therefove,
peve the way toward genersl rehabilitsiion and thet sort of activity.

Now, there is danger in leading yourself 10 the conclusion that
in axy such pericd of time defonse and production are simply out the
window, that thevefore no such thisg could exist Juring this period, and
that therefors this war wiil be cver with just one sirike asd our retal~
istton sod that is it. 1 don't know if that 1s true or not. Bt &t is an
interesting thing to think about that and turs it over in your minds as
you try to sort out ihe whent from the chalf in this wheie field.

How, 1 don't want o leave you with the feeling that ww think
abaalutely nothing hes been accompitshed in this field. A great desl hes
bess. This Admisistration in the last six or aight mooths has agreed
on a set of prisciples to guide ws in planniong for emergency siabilisation.
I mention that oaly becnuas thare iz alwkys s guastion as to whathey
this is aa Administration which would impose contrels if we get into
trouble. There is no problem in that cennection. That simply is not
& probloss. Any respousible government, no mudter who might or
might not be administering its affairs, would heve {o impose all kinds
of controla, if it conld, in mn emargency, sod perbaps many kinds that
wa have aot yot dreasdt of.

In addition, in thw last few mosthe the Calinet aud the Presidsect
mwumewmmmmmwm
mm mmumuwuaummhum

. Whev: mmmhsmuglthgomw, where they lot us know
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when thay sre cotring and whare, 40 we ¢on got st for them. Bt it
way oot be that kind, and thevefore this organizetion, if # is to be eany
good, must be smch that it cam be adapted to the sotablishiient in tirwe
of crisis.

mm.“m“muﬁm mm:mmh mh-m
oo status, we have oc tafldings, we heve no regelstions, we have nothing
mmm,mnummwwmmhmgma
uﬁwWvam 30 that when ti warning comes,
you sdmrt from scratci.  Tow heve to work with caly whet you bave
been sbie to get 3as guielly during the tivue of peace. And, of course,
in my view, even il we are able to gt some things svt, ihey will be
mmmmmmuunnmmnmammmmm.
B will have to be the lacal pecple, whether they sre governors or
mayors or civil defense peopie or wilitery people, Who are in » positicn
tadu&vﬁmﬂhhﬂmdwmttwummsmmyﬁn
have to contend with.,

Alnc, we have appoisted sowme consultants, such as 0v. Chandler
ammmmmmmmmrmmm
fleid of war demage indemaificstion, leswrance, credit availabliity,
and a0 on.

FM-WMMMMM.::M“%
here this morning, Wwe are going around the country gradeaily trying to
mamamammammww
commuaity groups, sesiinars, and various olher things. Progress is
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siocw, bt it is a part of the preparedness job in this fleld. f course,
we gre deing scme phyuical things, ithe working in the area of relo~
cation of sites, stockpiling of curreacy, protectica of the Federal
Reaerve, sod so on,

Perbaps thass things would be more suited 0 a seminesr than
8 lecture, but I might wevely touch on some of the problems that we
have to cautand with,

As tisne paases, it would sppear timt enything approaching
orthodox emergency siabilizsation, as we know it or as we way learn
i, ishmh&gmmﬂmmml’e.hemmmmm

As to police actions, it is abwmost uselioss to talk showt theso.

I wo shouid get into another so~called poiice action 2 la Formosn, a
dacision would have to be made at that tine on s potential economic
sffect. It & decision were made thet some kind of government inter-
vention were needed, it would, of comrse, be the orthodin.kind of hater
veation-~ geueral sovt of wenal structure of reguintions. "This seex:s
to be unlikely to be a situstion that coald bappen  So | den't see any
asnse in spending & great denl of tinze taiking on that ares.,

The reui problems in sn stinck wouid be #t8 economic consequences.
mmmwmmwmmMmmm
make sense in that kind of sitastion shewld be carried on.

But [ think thet you are going to bave (o be chavitable, You
et avoid balag categorieal, This is tudeed gradually becoming &
world of sciencs fiction. We know little or nothing shout Mving in it

or aurviving in R. We cerisinly have no ldea of the economic conge-
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guencesd of that sort of situstion, Ve dom™ knew anything sabout the
suswers that will have to he ferthcoming.

There ia vo categorical answer, The jeb of the planners in
my flald, ¥ { survive-~and that L5 always open to question--18 going to
consist very much of just one or two things: of trying to discover the
real scomomic implicstions and consegquances of s manaive stiacik,
sxud of trying to conciude whether any of cur past sxperiance in thiz
fleid akes any senss, whether it can be adupted and sodified 10 use
in this sort of attwation.

n that note, it seowmns {0 e | hava merely spokan urte some
parts of the mibject. 1 hope thet as you pursue thiz courss, sonxewhere
among your group there will be some inspiratios which will lsad to
some halpfui cosclusions snd sowe contribwtions. I heve tried to make
it & prectice of readiag the output of thede cissses, sud I find some of
it interesting snd some of it bordering oa science fictive. Thank you.

CAFT GERWICK: Aay qesatiens, gentiewen ?

QUESTION: We start with the assumption that perhaps the
American psople sre as good s or equal to the British and the Freach,
econmx:y disrupted by bombed-oit plants, which wight be balplui to us?

MEB. PRELZS: 1 thiak your first sesumption is walid, in all
thoge couniries an sltempt was muade 10 provide for indemnification for
war damage as & matter of aational policy. la mest of those countrive
there was aléo & progre of so-calisd war daxage insursace,
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For that maiter, this country had swch 8 program. We pald
aon:ething like & quarter of a billion dollars worth of clpime, much of
which wes for daz.age done to our territories, but also there were some
claimed paid with respect to dan:age done cut in the Northeest, | think
we ware shelied by a submarine or something like that. In any event,
we had & war damage operstion in this connry which involved the pay-
memt of preoiiams. The prewiams were collected for tuo years: and
then, when it became cbwious hictorically that we weres™t going to be
bit directly, it becsane mich & profitabls enterpriss that no wore pren:~
iams were cailectsd, and they just paid off these claims that were
forthcoming.

Now, I ksow that England mad a progres: of war demage insyr-
ance, and thet it paid its claims, which belped individuals and businesses
and cthers 1o &t Jsamt make s start in conneetion with rebsbilitstion,
reconstruction, and o forth. I beliove, though I would want to chechk
o it agein, thet Engiend alse mads one tohen payment out of it prom-
ises to indemnify for war dus:age. 1am aot certein of that, but I thian
they did. 1n the other countries-in Germany, for instance, and in
Japan--the promises to indempify for war damage collspaed when the
governaznant collapeed, Therefore the pledges snd prowises were never
honored.

Ia England particularly, for instesce, in places like Loventry,
1 woderstand that ainost ag soen as the bonbs censved falling sud the
dust had settled, air raid wardens or the ssmivalent wouid kastle around
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town and wake gort of & remning inventory of what was ieft aad what
was avaiisbie. They would tollect things s they went along, like kankets

and copned goods, This lnformal sort of arrangement, as I understand
it, was guite widespread in the citiss and towns that were hit.

But, despite the damage dene to Grest Britain, thet dasyage never
ranched the preportions which sctuslly cantsed a threpiened or ao owt-
rigt collapse of the whcie sconomy--the monetary and credit stracture
especially. Rewmuber that Eagland had alliss which girded their shoul-
der in various ways teying to help with sil sorts of help. You msight
take ax asalogy, 1 think, with the disgster up iz o:y home state of
Connocticut & fow wesks age. We had quite » disuster. Thess thinge
wore iifitle stoinic attncks ou liltle Conaseticut towns 1fke Norwich and
Fatnam. They eare withowt precedent, and oo sndden as to catch every-
ons wholly snprupared.

Now, the thing which, in sdiétion to the pecple’a apirit and
sbility be rise to the exergoncy, helped most in that situstion wes thet
ail the surrounding comtryside, as & matier of fact, the whole coudiry,
wis shle to pitch in and halp by making savailable all sorts of help-~
money, clothing--ail sorts of things. The Covernmmt, tvo, wes turalng
handeprings trying te be heiplal.

This was just » iitic localised disssrter. Bat 1 was the type of
situation thal could find the wntive sastern halfl of this coutry slmost
obilitersied, wilh very siall scues that wosld swpport Mte, and the
ground seve areas In many coasss wnishabitabie for & year or & year and
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a half. I mow of one relscation aite thet, accordiag to cne sxpert,
wonld be uniobabitable fo three and & balf months. 1 don’t nvow what
soybody could be doing there in terms of carvying owt preparsdness
dulies during those thres and & half montha.

That kind of situstion, you see, maies somawhat irreisvast
whisk has bappened in the past and whet kns happenied elseghore, England
survived, but it dd ko by putting its showlder to the wheel, by doing
some aribhodox things, and by duing sowme waurthodox things with the
balp of ite sliien; and because the tide was turued before they reached
the end of their resistance.

Gervuny is alleged to ave dropped 77, 008 tons of THT on
Great RBritaic. That wouid be the sguivalent of or » Littis more than
the equivaiont of three of our first baby stomic bomba like the onse we
mwm‘lm&mwmmWnWmmmy
Engiand or desiroy its sconomy. They mever got that swuch frightencd.
With all of the pressure sad all Dut sort of thing, they mamged to
survive. Their experiences sre interesting to us, and we have collected
ail of thexs, We maan $0 ase them: as far as we ean. Bat (o essence
they are not rasily so very reievant or helpful wheo you look at the
maasive kind of destruction or danage which would overhang as.

That isu't & very brief answer, 1z 1t7 1 don't know even thet it
is a0 anpwer.

QUESTION: 1 s coancerned with our conferences with indwstyy
and talking thew: isto our plass. I wonder if you wmight in this finld of




& ~f

attmck make your militery strategic plans and put thewm sway with onr
clasaifind dete uotil they are ready to be executed. What do you think
of the potentialities of meliag plans for the scanomic progress of the
courdyy in such an sttack and holding thowe in & safe in Washington
randy for execution in timme of emergency”

MR, FHELPS: Well, personally, } would swpport that whole-
heurtediy, because it would make life » Iot easisr for me if 1 conld
sort of go inte a cloget, clese the door after a:e, Come wp with some
pians, cwposit thex: somewdere, and guistly leave town. Dt this
subject ia a different aubject from military plsnsing. You cao plsn io
the military feld sod ave sone ststus. It 13 & sensible thing to do,
1o prepare our defense and get our wilitary eastablishment tn good
shape, train our officers, and sll that wort of thicg. But when you are
trying to sprond the gospel arownd that § makes squal senee to plan
for price and wage couirals and rationing, we don't even mention that word
very loadly, Start plaaning for any of theas cverdualities in the ecou«
owdc field and yon immediately gt 8 loud response to the effect that
Mnummss,waumwwmmﬁmmmmu
for controls® sake. Thas you gat a whole lot «f other resactions becasse
uf the naturs of the subject.

S0 that 1 think that the actual preparediess in this {ield hea to
be quict and conservative, but not actually secret, You hawe to bring
inte it gradusily the people who are golng to be affected and wh are

golng to wmake it work.. ltmsw
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Mnmhmmmm in agriculiure, mum

S . i .

mm mmmmaummwwm
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That is really the gist of our preblen:. ‘There is no awareness
of this swbject out sround the coustry now to speak of. T'H bet you
woulda®™ got to lirst hase in your nsxt parler srgument if you tried to
talk to your sxiagonists, or whatever you wamt to call thew:, shout
bomb damage, radicactive fall-cut, snd all those metters. Pecple
don't wanst to talk sbout tham for very long. They den't waat to think
shout them for 100 long, And when ft comes to making them transiste
the canssquences of sne of thase things inte prepareduess actions,
i is tongh.

S0 [ thizk we bave just got to sirugglie slcag gradwaily condie-
toning curasives, gradunily telling wore, snd gradually increasing
the swarsness. But I doo*t think you can reslly do it eecretly, except
o tha extent that in the last acalysis, lenders siways have to pose
solwtions. Therefore it is up to the supert t6 be & Jeadey, s molder,
of aition. Iam sure the Government will have some kind of resction
and response resdy if it is it in an emergency before it geta the hind
sf biveprinta that it would like to have.

1 uned tn use the saalagy once that if you answer & guestion
lmg enough, you woz't have too many guestiona. 1 mestioned in March
the fact that it should oot surprise anyone that our plaes srs not what
they ongit to ba. That ia resily what 1 meent when I suid thet none of
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we cught (o fall inio the pit of Maving catagoricnl answers, We just
invonted thede borsts and we just wnieashed *hese forces a few ysars
ago. “eo have only waed thas: cnce. We are i proving them snd per-
fectiag then: day by day. At the very same time we are atill Jearning
about the sffects of the use of thece waapous. Ve are dolng that by
baving ali thase tasts aut in the deserts 2+ that aort of thing, which may
Or Ay not be reloveat, bat it adda to our ¥ wiedge of the patential
sifect. B makes weuse during the sazue tow ;cars whes we haive evaived
these waapous snd uwilcathed thene forces to «tudy all the effects to

the point whare we feal we know what is gol ; to dagpen.

At the sance time, we wist not fall ints the pitlell of thisking
that we can have blneprint plans. I think tids is & prosles: for a peaare
aticn or twe of plancers. A year from now, if suy of vou are plasnars
azd take bold of this amne subject, you may bave some dilferent sliants
o sorse new assmaptions to work with that are not svailabie to we todey,
that in turn | didu't have last Knrch.

Maybe gradanily over the years, (Ltura generations, if we havs
esough sanse 1o witkhold tie use of these weapori, msy have learned
sovigh 50 that we can imprave owr proparedosss to the poist ahere we
can obrvionaly Iz no sonse use the weapona. I dox’ inow of any other
anawer 10 this question. But thet is philoscphy, sod @ agppose that
is verbotan in this kind of gathering.

CAPT GERMAGK: Cmr schedale Bai caught ¥ with us, e
iz you very much, sir.
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