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THE CONTRIBUTORY DIVISION
OFFICE OF THE ASS1STANT SECRETARY OF WAR

You have had presented to you, by other Divisions
of the Office of The Assistant Secretary of War, and have studied,
the plans of the Wer end Navy Departments for the procurement of
munitions for the armed forces during a major wWar emergency.
Those plans include, among other things, the computation of
requirements, provision for the distribution of raw materials,
the allocation of industraal facilities to the Army and Navy,
and within them, to the various arms, services and bureaus for
the production of the munitions for which each 1s responsible,
and provision against undue competition between the Government
agencies. But in order to assure that the munitions needed in
a major war effort will actually be forthcoming in the quantity
and at the rate desired, 1t 1s necessary that there be continously
available to manufacturing facilities the power, fuel, labor,
transportation end credit they need. Furthermore, study of the
World War and of the preparetions of other nations for war since
the end of that conflict convinces us that in order for this
country to avoid defeat 1t must not only be willing, as 1t was
in 1917-1919, but also must be prepared i1mmediately after the
outbresk of war, to submit to centralized governmental power
and direction over practically the entire range of social and
industrial activities, formerly undreamed of in our conception
of government. In 1920 Congress realized and announced the
necessity for the immediate and integrated employment of the
Netiont®s economic resources in advent of another war when
1t placed responsibility upon The Assistant Secretary of War
for “the assurcnce of adequate provision for the mobilization
of metériel and of industrial organizations essential to sar—
time nevds." Fxheustive hearings since that time definitely
confirm the existence of that sentiment in Congress snd in
the public mind, end in addition, show a firm determinstion
to equalize and lesscn, so far as practicable, the burdens of
wer upon the people,

To gave effect to both these purposes plans must
be mede Lo meintein a lerge volume of foreign trades We must
import strategic ~nd critical materials to supply industry,
we must export our surpluses to maintain national credit and
to maintein the normel economic life of the various sections
of the country which produce these surpluses, and we must seek
to destroy the foreign trede of the enemy., We must prevent
uncontrolled inflation from the standpoint of egualizing the



1mnediate burdens of war, as well as from the standpoint of
keeping down the cost of war in nrder to minimize its

afte math, Ve must conserve the national resources by
linsting capital expenditures for non-essential production,
while at the same time we must provide the means by whick
the industry essential for the maintenance of the public
can obtain rew materials, power and fuel, transportation
and la bor. We must provide the means by which public support
of the war efiort can be obtained and continued through a
full understending of the problems with which the Nation
contends, ard through prevention of profiteering and other
anequal treatment of the individual citizen.

Corgress will determine the taxation and finsncial
policy of the Government, but the war-time Price Control
Commission and yar Finarce Control Commission, under the
direction of the President, will control other elements of
wnflatior through reguletion of the price structure and
cortrcl of capital expenditures and of credits. Officers of
the Contributory Divasion, Office of The Assicstant Secretbary
of Jar, working in conjunction vith Naval officers on
eorresponding duties, aclting as sub-—sommittees of the Army
and havy Manitions Board, are cherged with the preparation
nf the Price Control and “.r Finonce Annexes to the Mobilization
Pien cf the mr Resourses Administration.

Responsibilaty for the preparation of plens for a
Selective Service Adminisbtration and for a Public Relctions
Adminastration rests with Joint Army and Navy Committees. The
Contributory Davision has memberships in these commitiees an
order to present, and to secure consideration of, the problems
af ecting Iz bor, industry and commerce in the preparation of
the plan for the procurement of man power for the armed forces,
and the plen for orgenizing public opinion and maintaining
public morale and support of war mezsures.

Offacers of the Contributory Divisicn, alsc working
in conjunction with Nevel officers s sub-committees of the
Army end Nevy Munitions Bozrd, prepare the plans for the
organiz tion nd operctions of the Transportetion Division
and of the Power and Fuel Divasion of the " cr Resources
Pdminaistration for Wer Trede end Wer Iabore

With these remarks concerning the problems which
1t 1s the dubty of the Contributory Division to study, we will
pess to corsiderstion of certain common limitations end
pclicies with respect to the preparation of all these plans
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for the mobilization and control of the national resources, as
contrasted with plans for procurement of munitions for the
armed forces. In the cose of the procurement of munitions,
supply branches and bureeus of the dar and Navy Departments
will opeiete through their normal channels under coordination
by the Army and Navy Munitions Bocrd until the Viar Resources
tdministration 15 set up, nd then will continue to procure
their munitions, to a le rge degree elready planned for, under
cleerences end priorities given them by the War Rescurces
Administration. In other vords, plans fer procurement sre
based on computed reguirements and esteblished priorities

and v1ll be executed by the agencies which prepare the plcns,
Such 1s not the cese, however, in the preparation of the
plens for wer Trade, War Lebor, Transportation, Power end
Fuel, War Finance or Price Control. The Navy Department,
through administr.tive action, hes accepted joint responsi-—
bilaty with the Wer Department for the preparsetion nf plans
for industrial mobiliz-~tion, but 1t 1s extremely unlakely
thet elther Department will perticipete in the execution of
the plens, 1In the first place 1t appears sound to say that
nothing should divert them from their mission of defesting
the enemy's militery end n.val forces, and in the second
place, domination of Americen social, politicel end economic
life by the military 1s so foreign to our conceptions of
government that it might cause serious repercussions from the
public end endanger the whole program,

A second important limitetion on plemning i1s the fact
thet there 1s no existing legislation under the suthority of
vhich the President can direct the industrial effort in
support of the military effort by setting up these supersgencies
under the delegated war powers they need immediately after
Congress declares the eristence of 2 state of war, Legislation
of the scope desired has been before Congtess since 1935, but
until enocted, 1t must be assumed in peace-time planning thet
there w1ll be three periods of operstions in the varicus fields
1f the plans ere to cover all contingencies and prevent a loss
of velueblc time through inaction, The first two of these
embrace the trensition periods “hen war is imminent, the
various divisions ond sections of the Army and Nevy Munitions
Board concerned can tcke only such steps as exasting law
sutnorizes, as voluntery cooperetive sction on the part of
other governmentel rgencies ond of industry affords, and
considerations of secrccy permit. Then, efter the President
hes set up the War Resources Administration under the National
Defense Act, either before or after a deslaretion of war, i1t
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must be enticipated that the divisions and sections of that
Administration concerned with these problems will set up
srganizations and perform the functions of the supeiegencies
to tre fullest extent possible under peace~time legislative
aatherity aigmented by such additional war pcwers 2s tlre
Fresident sees fit to delegate until sach a time as additional
legislcotion 1s enacted to cover the full cenbroel rowers reguired.
The thard period, of course, 1s the period after Congress tas
enacted the required legisistion and the varicus agenciles are
folly functioning. General outlires of the various plens for
this peraiod, ovesed apon tre high point of performance by
corresponding agencies during the world Wer, or study of those
experiences and of changes i1n conditions, are attached as
Amnexcs to the Inoustrigl Mobilizetion Plan.

Mnother limitation commen i1n the preparation of these
plens i1s tle fact tnet they must be safficiently elastic to
permit treir edeptror to any conditions thet may exisw, or
fece the President, ot the outbreak of wa. and still retain
the essenticl parts, ana relationships witk other agencies,
which c~1m peece-time stady hy Congrecss, the Wer, Navy end
other Dr partments and cgencics of the Government, ard civilien
institabions and individuels will h-ve determined ere
irndispensahle for the successful condict of war end for tre
alleviation ena egqualization ¢f 1ts bardense

Now 2 word as to the policy concerning mobilizetion
of tre wzr-~time ogencies. In none of the meny investigaiions
n s .t neen scriously considered thet exaisting Cebinet Depart—
ments perform the functions of the wer—tire superegencies,
but, on thkc otler hend, 1t 1s very generally conceded that
the exilsting executive ctructare should continue to carry on
all 1ts statutory functions not affected by wer, and thus be
recdy to resame full normnl peace—time functions upen the
demobilizeation of the temporary sgencies at the end of the war,
Tt 1s, thercfore, the policy in plenning the .mergency
nrgonizetions to set up specilel sgencies fnr those activities
which pertein strietly to tne mobilizztion of resoarces for the
prosecation of wor, c4cept where exasting governmental ogencies
neve been granted special po.ers for isc during periods of
emergency ond except waoere the pecce~tine functions cre of the
scme general neturce os those to be perfomred during war, in
whick c.ses 1t 18 proposeu that they icke their proper places
in Lho Cmergency agencies,.
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In concluding the enumerction of considerations and
conditions common to the preparation of these plans 1t 1s
necessary to invite attention ggain t9 the fect that the plans
for Power and Fuel, Transportation, ar Trade, uer Lebor,

Price Contrcl end var Finance with which the Centributory
Division 1s concerned must not only doveteil witn escn other,
but also with the plens for Selective Service end Public
Reletions, so thet 211 of them, with the plan fer the key-
stone of the arch, the Wwar Rescurces sdministration, will

meke one closely Fnit orgenization in the hands cf the
President and his 2dvisory Defense Council. They are not in
thet condition yet, 4 liar Labor fnnex has been 1n existence
some time, tat the plens for Transportation and Pewer end

Fael, end the Tar Troede #nd Price Control fnncxes hcve been
preprred during the lest yeer. The vork of revising them in
consaltction »1th esperts in the verioas fields, in end outside
the Government service, 1s, end waill h»e, a continuing reguirement,

Inasmuch ¢s you will heve problems snd discussicns
from the pletform on ercl of these lerge subjects, I will not
atterpt to outline eny ef tre plens becesuse, beyond tre commen
limitetaions by waiich esch »f them 1s bound, so fer ¢s their
peece~tine preperetion is concerned, there 1s no sisiloraty
between thum., Eech 15 . problem in 2 field entirely different
from the otrerss The orgrnizetions differ, some orec simple end
some zre complex, oend one of them, the W-r Finence Control
Commission, ccn mobailize (nd begin operetions by teking over
two peece-~time agencies end by cranging their functions only
slightly, whereas at lecst one must be orgenized oat of the
whole cloth — the Price Control Comriission — and mast function
1n fieids entirely foreign to our system of economy mth a
mission thet bas never, in pecce or wer, becn successfully
performed.

In conclading, nevertheless, I vall lcave generelities
end mention some specific foctures of the prohlems we fece in
preparing these plens, ond some feetures of the plens themselves.

I mentioned the ¥ sr Finance Control Commission. Ibts
neme 1s likely to convey the 1dea thrt 1t 1. intended in some
manner to be a war-~time successor of the Treasury Dipartment,
hs o metrer of f ct, 1t has only two missions. One 1s 13
prevent tle sele of sccurities for cepitel expenditures not
darectly connected with the war effort, snd the other is to
loon money to wer industries when necesscry ain order to encble
them to produce or opercte.
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The agency planned for the contrel of power and fael,
anlike some of tie other cnrirol agencies for o*rer contribatory
1tens, dres not cregte & separate administretion, Mt 1s
ncluded 25 a divaision witrain the "jar Resources 2dmrnistration.
It 18 not contemplated *tnal the industrisl war load will be
applied sadderly, and, therefore, the actual setting up of
tl1s dairision may be acccmplished in a reasonably deliberate
manne., after tne creaticn of tre sar Resources Admimistration.
Tt 1s planned tnat tre Power cond Fuel Divsion will be diviasd
into three praincipal secticns one for electric power, one for
~ozl, <na mnother for petroleum and notural .2s. Tle exerscise
of control over other Tuels i1s not coptempleted et 1lhis tame.

2 e na~ler 21 “he various cect.ions are availeble hroyagh
~orresponding sections of the Amy end Nevy Munitiens Reard,
*he Enrireer Po.or gurvey Qrgenisriion, supplemented by
per<omnel fnd fceilities fior the Fedeial Fower Commisglon,

‘Fe Bureca ~f Wines, The Nelicnal Rituminoas Coal (Commission,
tre Petroleum Corservation Mivision and appropriete itreide
esscciatiors end inctitutes, such <s the mdison Eiec#fic
snsvatate, ete. Such creenizeticns as tne Federal Power
fommission ¢nd tre Natiomel Bitumincus Coal Comeic~ion cectoinly
are ave.l-ble fcr atalasation te 2 majer exteant, bot~ hefore,
.nd afler *the orpanizetior of the ,ar Resoarces [drinistraticn.

The Transpertetion Il-n simlerly comtemp etes the
estebhaashmen®t of a Trensportation Divasion in the Var Resources
bdm.nistretion ~cmpesed of sec*ions Tor roil, inlend wetel,
roter ~nd g£ir, ard the most =ffective utrlizetion cf these
rzr1ous c.esces of ftremsporteiion by the use of p.iorities
retyeen t en, ond the crgenisation of eech under agencies of
Lorur own for coeretion ~md fer eliminetion of westeful
compeoitior., We heve the Americen Assnciletion »f Reil_ocds
wrieh ~cemoquirkly h.oing the railrreds of the country inte
crne effective orgenizetion, btut, it 1s 1eediess to s-v frat
the orgonizetion ~f motor tiansperta*ion, even thoigh thers»
ex1sts an American Tracking Asscecietion; 1s quite encth-r
rhter,

Tne Wer Trede Plon conterpletes briagiip in ander
chie heed 211 the g encie. »f goverrment conceined ir pecce with
foreien ~cmmerc.al reletions, loreign trede itself, -nd ccean
snrppir 5o The Administreter must, of necescity, be & representeiive
cf *Ye Secreter, of 5State. Tn regobiztaion ior the moterials we
rred nd for tie dispose” of our svrplascs, re wiil be zuided,
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. so far as quantities ere concerned, by the decisions of the

¥ ~r Resources ,dmiristration, but in other fields he will
operete wath plencry power — for instence, in bringing
pressure to becr upon neutr.ls.

I heve left eny discussion of prices end lebor antal
the last becauss they are not only probobly the most controversicl
but ~1lso probably 12111 be the rost difficult over which to
insusur~te control. Price Control, to be cffective, must
contumple te 1 age control, ¢nd to mention wege control imrediately
raises the question os to the Mregimertation' or the tdroftingh
or "compulsion® of lebor hich, in turn, i1s shown not only te
viclaote the constitutionel rights of the individual, but alse
to be utterly imprectic-ble so far as obtrining effaciency 1is
concerned

In conncetion with the Pri.c Control Plen it mey be
mentioned thet 1t 1s written around the theory thet public
sup ort 1s the first essential elerent, thet prices cenrot be
controllcd except vhere there exists physical control, in one
12y er enothcr, over the goods or services, It 1s also conceded
that there probebly never cen be estoblishid ¢ sufficient
regul-tory body to control ¢11 prices even i1f it vere desirable.
Tnen, one of the gre-test problems to be faced 1s the estrrlish-
ment of ¢ control during such e period cs thet whichk existed
in Februery ¢nd Morch, 1217, shen theore 1s no legel euthority
to control them -nd prices begin spirelling upvicrds

1th refercnce to lobor, I will scy thet one of the

first consider-tions is thc means to conscrve skilled ond semi-—
skalled lebor, Thers will not be sufficiency in some categories
et best. So for as the Selective Service 1s conccrned, you
heve #lreedy hoord dascussions from this pletform concerning

! the system of deferments. You cen sce, hovever, th t there will
fris.e meny questions concerning the skilled unemploycd beforc
industry h-s fully cdjusted 1tself to ser production., flso,
the meens by which pressarce to enlist con be rcmoved from
skilled lobor during the period of intensive recruiting under
the Protective Mobilizotion Plen wathout crberrassing the
recruiting cempeign, 1s ¢ dclicete question. There cre meny
other gacstions involved, but of the one /hich probebly c.used
the grectest daissctaofoction during the wor on 011 sides -
mi.r tion -~ 1t may b. s.id th.t 2 solubtion will be ettempted
by the use of four meens. These ere (1) St-nd~rdization cnd
regulation of <11 wages in reletion to the gost of livaing,
(2) o single unified cmployrent scrvice end prevention of
computition for labor, (3) orgrnized, enlightened puolic
opinion, ¢nd (4) compulsory arbitretion of disputes ofter c1l
other mecns of concilistion ond medistion heve been exhcusted.
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