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Mr. Elioct Janeway, Consult;ng Economist, was born in New York City,
1 Jarmary 1913, He received 'his education at CorneYl University and the
 London School of Economics. From 1935-38 he was with the International
Statistical Bureau as economist. From 1938-48 he served in various capeac-
ities with the "Time Magazine" organization; Business Editor of "Time
Magazine"; war mobilization columnist for "Fortune"; special political
writer for "Fortune™ and "Life"; business consulbant to Henry Luce.
Since 1935 he has been consultant to corporations and trade associations
on problems of political economy, business and national trends and pro=
duction and merchandising problems with specific reference to problems of
preparedness and war mobilization. He has been a contributor to "New
York Times," “"Saturday Evening Post," "Harper's," "Yale Review," and other
perlodlcals on political and economic subjects and is retained as business
trends -consultant to "Newsweek Magazine." He is the suthor of "Struggle
for Survivalt A History of the War Economy 1939-45." (This has just been
approved for publication in the -Yale Chronicles of American Series.) WNr.
Janeway has made economic mobilization his continuous profe351onal concern
since 1835,
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DR. HUNTER: One of the dangers of studying economic mobilization
under normal peacetime conditions is the ivory tower attitudes In
reviewing end analyzing our past experience, we get pretty good at
assessing the mistakes made in the last war and we come to think that
everything would have been very different and the worst mistakes avoided
if only we had some person Or persons who had been smart enough and
courageous enough to meke the right decisiomsat the right time.

Now we have had an enormous advantage this year in studying economio
mobilization. We have not only had the past to analyze and appraise but
we have sctually seen sconomic mobilization unfolding here week by week
and month by month, and we have all discovered that there is a whale of a
lot of difference between talking about the past and in doing something
about the present, :

Now for our lecture this morning we have asked Mr. Janeway to combine
these two things so far as possible within the limited time available.
That is, we have asked him to give us his analysis and evaluation of World
War II experience with specifie reference to the War Production Board. We
have asked him also if he will give us his appraisal of our progress in
economic mobilization since Korea, with reference not only to production
but, to the extent he can, to the over-all control programe That is quite
an order, but we are accustomed to handing out these very nice orders here.

, lir. Janeway has been studying economic mobilization for a#great meny
years. He is recognized nationally as an authority in this field. We are
~delighted to have him with us this mornings MNr. Janewaye

MR. JANEWAY: GCentlemen of the faculty, student bodys For 30 years
Americans have shamefacedly jeered at themselves for rallying, however
briefly, behind Warren G. Herding's slogan, "Back to Normaley." But
our unpreparedness for today's crisis shows that, while jeering at the
idea of "normalcy,® we have nevertheless lived by ite: We have accepted
peace ag normal. We recoil from war not merely as hateful and horrible,
but as an interruption, This view of the world exactly inverts reality.
To look about us and to see peace as normal and progress as peaceful is
to be intellectually and emotionally unprepared for survivale Our problem;
accordingly, must be recognized as one of growing in maturity as we grow
in strength. : '

The test of mabturity is the ability to live with ﬁnoertainty and to
reckon with risk. As early as 1946 we served notice of intent to do
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Jjust this in Greecce and Turkey. Again in 1948 we interrupted our
normal operations to meet the challenge of the Berlin airlift. At
the time, General Lucius D. Clay noted the pressure growing upon us
to learn to keep the peace by daring to run the risk of war, We are
doing so in Korea. Gradually, grumblingly, still nosbalgic for un-
certainty, we are réconciling ourselves to the reality that prepared-
ness, and not peace, is the alternative to war, Overseas, at any rate,
we seem to recognize that policy depends upon strength and that any
normal test of strength involves a routine risk of war, :
At home=--in the area of our demobilizetion, now the area of our
remobilization--we ‘cling instinctively to the traditional distinection
betweeon war and peace. Atomic bomb or no atomic bomb, we remain accus=-
tomed again to regard troubled areas overseas as theaters of war., Wo
accopt the fact of Korea and the threat of more Koreas in the meking,
But we hesitate to accept the fact--which is an article of faith in
Russia~-=that thore is war in Korea because there is war in the world.
Current economic debate centers about the phrase "a mixed economy."
But the idea of a mixed state of war and peace has not yet penstrated
to the core of our thinking. We have not learned to adjust our cal=-
culations to the conditions of war-in-peace in which we live,

To correct the distortion which sees peace as "normaley® and war
as a pathological interruption is to cut through the war of words un-
leashed by the MacArthur incident. For while, to be sure, we are in
danger of suffering bigger and worse Koreas in Asia, in Europe, and
in the Middle East, no adequate sense of our danger can be conveyed
by any particular danger of any particular involvement. The real danger
goes deeper, It is inherent im the state of the world., Our vulnerabil-
ity is not that we may be involved anywhere. It is that we are involved
‘everywhere. Behind the appearances of peace the realities of war are
constantly altering the conditions of war-in-peace (and, so far, to our
disadventage). This is a continuous process, operative on a world-wide
scale; and, no-matter how long America itself may remain e thoatsg of
peace, it is a process in which we are thoroughly involvéd. Not merely
America, but the ideas and institutions of peace in every potential -
“theater of war have become emmeshed in what the German language might
well term the "erisis-process.™ :

World Wars I and II; as we.call them, were not world wars in this
deep and disruptive sense. On the contrary, the lines in both had been
- drawn before the phase of Americen participation began. Thus, by the
~time we found ourselves involved in each of these foreign wars, its limits
hed been defined, its problems (however tortuous) had been posed, and its
objectives had been determined. But this war threatens to become alle-
engulfing, Certainly it camnot be a foreign war to any country on any
battlefront. By contrast with World Wars I and II, the limits of the




war endemic in the world today cannot yet be defined, nor can our.
objectives in it be determineds but we are already in it. The who
of the mnext war is all too clear. What remains pnclear is the how
and the when and the where next. :

Modern war consists of three phases~-productlon on the home front,
shooting on the fighting fronts, and strategic renge~finding to deter-
‘mine objectives on the political front. World War I, even by 1917
 standards, was as simple for America.. as a modern.war can bes It
burdened us with some production, with less shooting, and with no
practical policy-mekinge The preliminaries of World War II found us

divided in our own minds. We recognized our new role as a prlnclpal
in the struggle for position in the world, but we shrank from its
responsibilities,

Our reactions to World War II were more muscular than menbalas
Suffering the disadvantages of growth, not ready to assume our future
leadership and no longer able merely to follow British leadership
as in the First World War, we defaulted not only on our responsibilities
but on our opportunities as well, We failed to take the strategic initi-
ative, which we hoped our allies would use and which in fact our enemies
seizeds The result was that by the time we were pushed into the war its
pattern had been set and all that was wanted from us was the wherewithal
of victory., The fact that we supplied this should not blind us to the
equally impressive fact that we supplied nothing else. As producers we
were superb, as shooters we were adequate, bubt our efforts at pollcy—mak-‘
ing were dlsastrous.

.Thls time we are clearly on notice Lo fashion the strategy as well
as the sinews of victorys. Memories of the ease and speed with which we
solved World War II's production problem should not make us complacent
nows Our task then was simplified by the fait accompli of Axis aggression.
Pearl Harbor, while pubtting us temporarily on the defensive in the shoot=
ing war, gave us a ready-made policy objective which reduced our production
problem on the home front to a question of arithmetic. The mission of
the War Production Board, fundamentally, was one of bookkeeping. No matter
what may be said in criticism of Donald Nelson's administration of the
War Production Board, and a great deal can and should be said, his failures
by definition were merely quantitative. His job was to count requirements
and to balance them against needs. Consequsntly, again by definition,
even when he failed, he knew what he was supposed to be doing.

Not even a platonic prototype of the perfect production administrator
could know as much today. What is he to produce? Where is it to be used?
How? When? In concert with which allies? And in spite of what damage
inflicted by enemy attack upon our own productive facilities? Extra-
“sensory perception may tell him, but his military customers cannot because-
their policy-making superiors are not yet in position to make policye
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Every defense production decision assumes a military requirement, -
which in turn assumes a diplomatic--or strategic=-objective. Interallied
cooperation suppiied this doublegearing of production to military and
diplomatic operations in World War II, But we have at last come of age
as principals=--as the principal acting for the free world in its struggle
for survivals No allies can again spare us the necessity of supplying
the strategic objedtives required to be met by our military planners and
production administrators. Precisely because the challenge to our polit=
lcal leadership is s0 clear, the premises perplexing the organizers of
American strength are obscures. Clouded by essentially qualitative
(because political) uncertainties, the problem of production administration
is now nearly ready for reduction to the quantitative analysis which alons
' can solve it. ' '

Meanwhile, of necessity we are mobilizing "by guess and by God." The
doublegearing which reduces high policy to military requirements and
military requirements to production schedules should work from the top
down--policies should establish purpose and purposé should measure need
for strength. But the very circumstances which have jeopardized us have
also jarmed the gears, To free them, we. shall have to throw the gearing
process into reverse. Because bolicy cannot define thée minimum objective
of mobilization, mobilization by default will define the maximum objective
of policy. R ’ . : . :

© Obviously, if production administrators are not free to function as
professional arithmeticians, they must worry along by picking assumptions
out of the air, like so many ameteur diplomats and armchair strategists.
Sowstimesthis makes for realism and sometimes for opportunisme When, for
example, an individual productién*administrator’opines'that’defense'prp-
duction will meet emergency quotas by the end of 1952, and that civilian °
supplies will return to normal by 1953, he is talking not as an arithmetician,
‘but as an.intuitive numerologist. Production decisions presuppose diplo~
matic decielons. -Production decisions adopted in a vacuum tend to £ill ite.

- In the absence of diplomatic decisions, in the absence of military
requirements flowing from them, production administrators are confromted
with a frustrating dilemma-=-to overmobilize or to undermobilize? To
state this as a.dilemma, however, is not to reduce these alternatives to
clear, simple, and opposed lines of policy. For so long as the wisest
and most competent production administrators must work in the dark, unable
to know what they are doing, they must shuttle back and forth between the
horns of the dilemme, never sure when any decision or series of decisions

may represent a tendency to overmobilize or to undérmobilize,

. ‘The objective of mobilization is not to create the contemporary A
American equivalent of a static Maginot Line. It is rather to equip
us to deal with the dynamic workings of the "orisis-processs" A static
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mobilization would commit us to a fixed preparedness objective along

a fixed line by a fixed time on the assumption, conscious or otherwise,
that business=as-=usual is as normal as peace, and that preparedness is
as temporary and unusual an interruption as war. Thus to say, as is
being said, thet we will be prepared by the end of 1952 end that emer-
genoy restrictions will be behind us in 1953 is to assume that we know
for exactly what test of strength we are now preparing, where and when we
propose to take the initiative in bringing it to & head, and how quickly
and cheaply we can expect to resolve it in our favor. This of course is
less & line of reasoning than a retreat to what Santayana calls "animal
faith," ' ‘ : : ,

Retreat to any such chain of premises is as absurd as it is recklesse
Nevertheless, the familiar public relations pressure to practice a con-
spicuous "activism" has been tending to commit us willy-nilly %o prepareds=
‘ness now for a short-of-war crisis in 1952 and for a return to business-as-

‘usual by 1953, The pernicious habit of thinking in the sloganized and out-
worn opposites of peace and war is at the root of our failure to adjust

the mobilization process to the “orisis-processs”  To defend us against

the elusive likelihood that the present precarious balance of war-in-peace
will continue to develop into a state of more wer and less peace where and
when it suits our ememy, our mobilization process must exercise flexible
gnd forehanded control: over the‘routing of ‘our resources: into military and
civilian charmels and uses. To ganble on any given portion of our present
resources being enough to support preparedness by 1952 and = return to
"normaloy™ in 1953 is an invitation to disastere ‘

Granting that the mobilization load must be reckoned in relative terms,
the gquestion is relative to what-=-to our convenience or to our danger?
Reokoning the mobilization load relative to nothing but our present resources
exposes us to the danger of ignoring the reality that our present resources
are inadequate, On the other hand, reckoning = the load relative to the
‘pressure which the "crisis-process" is capable of imposing upon us obliges
us to admit that at least for the present we are balancing equations domi=~
nated by unknowns, ‘

Preparedness can never rest upon a fixed inventory of strengthes To
ask how much preparedness is enough is as pointless as asking how high
is ups Immeasursbly more dangerous than permitting the enemy to follow
congressional cross-examination of the Joint Chiefs of Staff is any
proclamstion of what constitutes preparedness for us where and when. Such
fixed quotes, met by limiting and indeed depleting our reservoir of resources,
invite the emomy to permit us to overmobilize for the short term while we
undermobilize for:the long terms In the perspective of this very real
denger, i} is apparent that decisions which may at first blush seem to err '
on the side of overmobilization may in the end put us in the position of
" heving started a mile run as if it were a hundred-yard desh, "Too much too
soon" is the obverse, not the opposite, of "Too little too late."
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A war economy cannot function subject only to its own rules and to
the drafts made upon it by the war machine and the wear pollcy to whlch
it is geered. It is supported, it is replenlshed, it is expanded, ‘and
it is recreated technologically by the civilian economy. Concern with
gearing .the war economy to the war machine and the war pollcy it must
support should not be permitted to distort or conceal the other end of
the process, which must gear the war economy and the civilisn economy
where its roots grow. It is the sum tobtal of our resources--mobilized
and unmobilized==which must be measured against the "crisis-process,"
and which must be expanded in time to anticipate mounting danger. A
civilian economy saddled with a fixed mobilization load, tailored %o
suit the psychology and conveneince of a passing mood or situation, can-
not expand either the war economy or itselfs War production, in order
to be relative to the dangers it must anticipate, should accelerate when
the "erisis-process"™ indicates more war and less peace, and it should
decdlerate when the "crisis-process" indicates less war and more peace.
The’ need to fit cycles of deceleration into the mobilizaetion process is
fully as important as the more obvious need to accelerates A model il~
lustration of deceleration to protect us against short-term overmobilizae
tion is provided by current emphasis upon aluminum expansion rather than
upon plane productlon. :

The distinction betwsen today's emergent crisis and the situation
presented us by Pearl Harbor is more than academic, The initiative of
others having set the limits and objectives of World War II before we
had to begin fighting it, we had no alternative but to mobilize as fully
and as fast as possible. In that situation, it was necessary to army by
drastically throttling down the civilian economy. Given a longer war,
this might have proved even more dangerous than a slower rate of war pro~
duction. - As it happened the errors of our enemies and the initiative,
the resources, and the sacrifices of our allies implemented our owp achieve-

.ments in time to give us the quick victory required by our forced commit-
ment to maximal war production and to minimal civilian production.

How thoroughly our pre=World War II lack of political iniative ended
by depriving us of the initiative in production planning is illustrated by
the fact that we never did program ¢ivilian productions Before Pearl
. Horbor the civilian officials in charge of protecting civilian needs were
the ones who took the initiative in pressing for an sccelerated rate of
conversion of durable goods facilities to war production. For the duration
the civilian economy was regarded as a bottomless grab bag from which to
pick the ingredients of war production when and as neededs At no time were
civilian requirements budgeted on either a rock-bottom basis--to prevent a
decline in war production=--or on the expanding scale required to .support
a longer end bigger war than we actually won., As it happened, the ciwvilian
oconomy was more than adsquate to support the load thrust upon it. This
does not mean that it can support the 1mmeasurably greater load that is
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likely to be thrust upon it this time. Nor does it mean that we should
again mobilize as if the requirements of war production could be cal=-
culated with no concern for the supporting or reciprocally expanding
requirements of the oivilian sconomys On pain of undermobilizing for
‘the long struggle ahead, we must be wary of rushing into crlppllng commite
- ments to overmobilize for 1mmea1ate psychologlcal reliefs

Moblllzatlon.today presupposss an intense and professional study of
the experience of World War II for the twin purpose of clarifying what
wants to be repeated and what wants to be avoided., Inescapably, every
decision discussed today is being considered in the light of policies
and experiments adopted last time. In the main this reflects a healthy
effort to profit from experience by applying it to new problems, Bub it
also exposes us to the temptation of operating blindly and narrowly by
- the "experiential fallacy," which can be guite as mischievous as the op-
 posite error of ignoring experience. In no area is it more important to
study the experience of World War II in order to avoid fol]ow1ng it than '
that steked out by the civilian economy,

Fortunately, one of the most penetrating ‘and altogether virtuoso
sbudents of our home-front experience in World War II happens to Thave
played a strategic role in setting the pattern of production planning in
1880 to 1961, Manly Fleischmann has already proved himself to be a wise
and effesctive productlcn administrator., But ifihe had not taken hold as
Administrator of the National Production Authority, he would still have
mede & place for himself as an expert on the subject by the definitive
- contribution he published at the time in collaboration with John Lord

O'Brian, his chief as General Counsel of the War Production Boarde "“The
Wer Production Board Administrative Policies and Procedures" (George
Washington Law Review, December 1944) is at once a comprehensive review
of recurring fundementals and a searching evaluation of experience and -
expedients to0 be remembered, mnot lesst in respect of the need for 1nter-
goaring between military and civilian requirements,

Fleischmann's own summary of his past and present experience on this
score should be taken as a model of practical wisdome "If I had to choose
between an allocation for the hundred-thousandth tank in a Detroit arsenal "
he says, "and the same allocation to maintain the New York water supply,

I would divert the allocation from the arsenal to the water works." This
should be taken as axiomatic come the terrible day when such administrative
dilemmas may be upon us, The equally compelling corollary is that we must
~ pursue a course now which will minimize the pressure upon us to make such
crippling choicess :

Such pressure is being felt already. The critical list of strategic
materials in short supply is a long and ominous one. It begins with rub-
ber, tin, tungsten, nickel, copper, lead, manganese, chrome, wool, vegetb=
able oils, chemicals; 1nev1tably and monotonously, the shortages. have
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appeared where they will always apprear unless and until stockpiling

and preventive expansion combine to anticipate thems . Here, no more

than on the eve of Pearl Harbor, has experience sufficeds NO mors
urgent problem confronts mobilization today than that of expediting ‘
an expanding flow of strategic imporis and absorbing it. into the broader
flow of production. On the one hand, Price Administrator Michael DiSalle
recognizes, and has told the State Department, that the domestic price
structure cannot be stabilized in the absence of effective international
price stabilization. On the other hand, importers, harassed between
shortages. of these critical -items .and domestic price controls, are under-
standebly reluctant to:contract for the shipments the country needs,
Altogether, shortages of strategic imports are imposing an unanticipated
and intolerable ceiling on American production while, at the same time,
they are frustrating all efforts to impose ceilings on American production
COSt S, - o ’ » T

- This is precisely the kind of pinch upon the economy which we have'not
learned to anticipate and from which we must now free ourselves if we are
to cope with the "erisis-process™ during the years to comes Only a mulbi-
plicity of world=wide expansion projects, undertaken as a part of a paral=-
lel program %o negotiate intergovernmental stabilizetion of the cost of
strategic goods and services, will enable us to do so. Bubt such of f'shore
expansion projechs, elaborate and expensive as they must be, will have
the effect, at. least over the short term, of sharpening the present pinch
on both .military programs and civilian supplies, For, if thsse shorbtages
have been straitwiacketing production below the level of reguirements, -
the job of breaking forcign producticn and financial bottlenccks and in=
surirg an increasing fiow of imports will load sn additiona burden upon
domestic capacitiss sebt aside for essential programs.  We shall heve to.
pay for these imports with exports of equipment and goods already under
allocationy and, in every case, we shall have to meke the investrment in
exports long before we can expect 4o rececive the return, o

The import pinch arnd the inescapable cxzport burden on requirements
neoded to ease it betwoen them cut across the delicate area connecting
the war and civilian scctors of the econonys - The changed status of
lead illustrates how the import pinch is increasing the dependence of
“each sector upon the other, - During World War IT we managed without auto
production and with gasoline rationing. Also, we were not under serious
_ pressure to divert capicitics into civilian defonse insballalions, Ac~
cordingly, radical curballment of civilisn demsnd fo= pasoline and storage
battaries reduced lead requirements, while our fresdon fron attack avoided
any need for its use in shelierse : R ' -

~Today, by contrast, our vulnerability to atomiec attack gives us
every incentive to keep the country on.whéels if only bscauss we cannot

£y

indefinitely avoid:shixulng installations to areas relatively remote
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from target ceunters. We 50 need tremondous new sunplies'for shelte

in terget areas. In audltlorg 1ead-mfo insulation=-~has emerged as &
prime reguirement in atomic programs. Finally, the lead load is being
increased by the pressure to- -reduce the still more crit ical tin load,
which means that effective measures ‘of tin conservation must provide for
no ‘less effective measures of lead expansion. Thus, to protect the
integrity of our wilitary and atomic programs, we must guarantee signi-
‘ficant increases in lead ‘suppiies:to the civilian sconomy; end this we
can only do by depriving present military prograems of meterials and mach—
inery ﬂeedpd o expand lead Droduotlo here and abroada

; In this respect, we will do well to copy bhe procedure adopted by the
War Production Board during World War II. Its Controlled Materials Plan
(Lo be differertiated‘sharply from the loose term used nowadays to describe
more Oor léess planned ways of imposing more or less control on any and all
materials) gave allied military allocatiocns full and equal priority with
American military allocations, and also guaranteed civilian OXporLo as much
protection as any domestic civilian claimants upon the economy enjoyede
We have yet to adopb this procedurs.
. The reason why we have not is inherent in the evolution of our
remobilization., We are s5ill in the stage corresponding to the long and
ostly seige in World War II before the collapse of the priority system
forced the adoption of the, Comtrolled Materials Plan., The priority system,
as introduced before Pearl Harbor and operat1v5 untll the end of 1942,
builds requiremonts up piecemeal by the process of recogunizing individual
pressures. Its weakness is that it exposes administrators to the tempta=
Tion to issue pricrities as fast as claimants press for them, while it
gives the manufacturers of everything from electric locomotives to slot
machines a practical competitive incentive for seeking priority status
a8 more or less essential to more or less esscubial functions.

By contrast, the Controlled Materials Plan, as formulated and
pioneered by Ferdinand FEberstadt, proceeds from the general o the
particular, from the budgeting of over-all requirements Lo the sche
uling of indicated end uses. We have it on the suthority of EbcrsJMduwm
who, be it remembered, was meligned as a “militarist® prejudiced egainst
the civilian function in a war economy-~that civilian requirements, with
special emphasis on ecivilian foreign trade and foreign trade expanding
requirements, be budgetbed for eas prime war-sconomy claimants., To do so,

however, assumes that military requirements can be calculated and. have bO(n
oa7"ula“tedo

The p;:orlty system, which is the only alternative open to us at
this stage,; grants claims upon the cconomy in response t0 pressurce
While it remains'OperatiVQg it is probable that civilian exports will
continue to be by-passed in favor of domestic claimants scrambling for
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at least all the supplies in prospect. Not until this round robin of
pressure has collapsed into priorities inflation, as it did after Pearl
Harbor, can the budgeting process (always granting that military budgeters
know. for what to budget) ration disappointed claimants down to a level =
at which allowance can be made for forelgn trade-to be protected and for
the import flow to expand.

Qur economy, meamwhiley instead of expanding in the wake of increas=
ing imports, is suffering severe dislocetion and is being threatened with
actual contraction in sensitive dectors for lack of imports in sufficient
volume. This threat has precipitated a new force onto the management of
mobilization, It is the "Watch-Dog" Subcommittee of the Senate Committee
on the Armed Forces, whose Chairman is the junior Senator from Texas,
Lyndon Johnson, and whose counsel is the forceful and erudite Vice~Chair=
men of the Securities and Exchange Commission, Donald Cook, A sevenman
subcomnittee, whose best known Democrat is Senator Kefauver, includes
representatives of all wings of both parties and is thoroughly and effec=
tively bipartisan, as its unbroken record of unanimous action indicates.

The Johnson Committee, in short, is a reactivated Truman Committee.
Our wars give the power to use blank checks to the Executive arm of our
Government, and the power to audit them to the Legislative arms In the
easiest and shortest of wars the most efficient Administration must
reckon with e rush of bargaining power to Congress. In a long and un-
~controllable crisis, the age=-old institution of constitutional checks
and balances is subject to significant modification by a governing law
of moblllzation--as fast as administrators fail, investigators take overs

The workings of this lew go far to explain mejor shifts in the
balance of power along Pennsylvania Avenue during World Wer II and today
as wells World War II is immeasurably less ominous by hindsight than
the crisis ahead can seem to any group of men responsible for preparing
us to meet it. We were able to fight that war, phase by phase and
theater by theater pretty much at our conveniences First, the Navy
.won its dofensive fight in the Pacifie. Then, thanks to the holding
operations of our Navy and our allies, we won the time to mount the war of
production which was to prove our decisive weapon. Finally, when our
production had equipped our forces and made us ready, we mopped up in Europe.

Theso successive achievements, scored without loss at homs and with
much less loss abroad than originally feared, made an already impressive
Administration invulnerable--as the political campaign of 1944 showed.

Of all the wartime successes credited to the Roosevelt Administration,
none relieved more pressure on the free world, and none put more pressure
on the Axis, than the war the Navy fought, Of all the men the Adminis~
tration relied upon to staff the high command -of the home front, none-
accomplished more or won it more prestige than Forrestal and the remark-
able group of men he gathered around him. Indeed, as is well known,




the scccmplishments of the Forrestel team led to the drafting of
Eberstadt to solve the problem of produvtion contrel and. thus to
win the war on the home front, where it had to be won before it
could be won in Europe“

Nevertheless, while the war administration's performance was
strengthening its position in conmecbion with naval affairs in
darticular and on the home front in general, the Vinson Committee
on Navsl Affairs in the House and the Trumar Committee in the Senate
were sccumulating prodigious power. Vinson, balanced on the Bxecutive
" side by men as able as any in the country and by a ‘Commander=-in=Chief

“who fancied himself in the role of a former naval person, participated
as & principal in ¥avy councils. Trumem, as administrative receiver
Tor z weak War Productlon Board, fell heir to the political recelvershlp
as wella ' ‘

The powers accumulated by the Truman and Vinson Commltt ses{Senstor

Jornson served ‘as chairman of the "Watch-Dog" Subcommittee of the Vinson
'Comﬁittee and Cook was his counoel),,a ter a strong President haed demon-
Surated his oepaclty or organizing victory with relative speed and econ-
omy, explains the gravitation of initiative to the Johnson Committee nows,
In s series of brilliant and constructive reports, each d01mg double duty
‘as an overdus expese and a guide to executive programming, the Committee
hes successively established supervisory rights over such fundamental
sourcas of strain as rubber, tin, nickel, tungsten, and manpowsr. It
prevented--it is still preventing--a ;1rot“class scandal in the rubber
program. Its supervision has achieved a pattern-meking success in the
administration of' the tin program: Shrewd exploitation of the stockpile's
bargaining position has pared the world price without sacrifiecing world
production, thus saving the RFC somethlng like half a billion dollars a
year, while the revolving stockpile has enabled tin processors to cperate
at a maximum rate with minimal inventories. This assumption of respon-
sibility for inbternmational negotiation, for market management, and for
administrative planning and supervision represents an unprecedented and
‘highly symptomatic extension of the normal function of senaborial com-
mitteeg, and it provides leadership altogether lacking on the Exscutive
side. o - , O . 7

More important still, the Johnson Committee has taken the leadership
in hammering out the most vital policy of all--one for manpower; and it
is proceeding on the eduocated assumption, learned from close study of a
major World War II failure, that manpower scheduling must be continuousiy
coordinated with production scheduling. The Committee sees clearly that
manpower looms as ouy most serious strategic shortage, while it is ocur
enemy's corresponding strengths. It recognizes that our bhance of wvictor:

“hinges upon our ability to learn how to fight our enemy's manpower with
our productive power in order to conserve our manpower. Meamwhile, our
enemy has not had to begin using his manpower, but we are sacrificing our
in Korea and wasting it at home.

Lt ! : : ll ‘ . N ?'
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The Johnson Committee's effective concern with mobilizing manpower=-
Senator Johnson himself sponsored the Senate's Universal Militery Train-
~ing Bill--and with breaking the critieal bottlenecks threatening our pro=
ductive power is establishing it as a combination receiver, principal, and
partner of the administrative agencies. Its determination to audit the
investigations and its ability to insure the adoption of its recommendations--
the President acted quickly to make its rubber program his--must inevitably
broaden its function in all three roles. At any rate, the Johnson Committee
with its tough-minded staff must be counted as an integral part of the
mobilization program it is investigating end supervising,

The Johnson Committee, then, has been using its impressive new powers
to raise the ceiling which strategic shortages have imposed upon our pro-
ductive capacities, But while this ceiling is pressing down upon our
economy, the demends of the military are squeezing it at the other end.
Military requircments by definition always tend to be inflated, This is
by no means 'as bad as it sounds, if only because inflation of military
requirements invariaebly spurs necessary expansion of steel, aluminum, and
other basic productive facilities. In any case, there are meny reasons
why, in such a situation as the present, they should be inflated. First
and foremost is the overriding pressure of uncertaintys The halfway
house between peace and war which we inhabit inevitably makes for exag-
geration and duplication of requirements. The circumstances of our
mobilizing for what Roosevelt would have called a very “iffy" war are
understandably resulting in a process of bargaining bebween the civilians
and the military over no less "iffy" requirements. -

4 vicious circle, therefore, has been set in motion and must be

broken. Because the armed forces are working from no strategic plan
susceptible of quantitative reduction to requirements, requircments are
“inflated at a time when the economy is dislocated by shortages, But
because the economy is dislocated by shortages, any level of military
requirements too high to permit the economy to expand is an inflated -
levels How radically military requirements must expand in order to

convert America into a relatively defensible theater of war is indicated
by the fact that virtually all new military and atomic installations are
being concentrated in "target" areas in order to keep supporting civilian
requirements at a minimum; while no serious start has been made of relocat-
ing installations for the purpose of diversifying existing targets; and
even the Atomic Energy Commission is obliged to locate its developments
within economically transmittable reach of existing power facilities==

that is, in target areas. Clearly, any serious reorientation of require=
ments to prepare fmerica's productive machinery for war is bound to multiply
the mobllization load upon the civilian sector of the war 9CcOonomye

Meanwhile, however, becausc military requiréments (inflated or not)
are "iffy" we are muddling along with a priority systems. To be sure,
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it has begun to svolve towards the Controlled Materials Plan technigues
But here's the rub--before our admittedly transitional priority system
can evolve into a revived Controlled Materials Plan, militery regquire=-
ments must be reduced to measurable production schedules which sre sup-
porteble by a civilian economy obliged to expand basic resourcese—w-ex-
tractive, utility, manufacturing, distributive--st home snd abroasd. The
Controlled Materials .Plan technique is the indispensable too0l we need

to deflate military requirements at the rate needed to progrem the ex-
pansion of basic resources. Unfortunatsly, however, a priority system,
such as that we are improvising, is a most inefficient tool for this
purpose. Says Manly Fleichhmann of World War IIfs pre-CMP priority
system; "(its) principal defect o.. and one which eventually hastened

its demise, was that it provided no mechanism for compelling the Army
and Navy and other procuring agencies o rcduce their production progirems
in accordance with the aliotments given their prime and subcontractors.”

Fleischmann, then, like Senetor Johnson, is being afforded a rare
opportunity to apply a formative experience of World War IT +o todayls
crisis. He saw and studied closely the processes by which a hopelessiy
inflated priority system was converted inbto an efficient Controlled
Materials Plan--under conditions elarified by a simple and definite
gtrategic plan. As he noted in his article, a major obstacle in the
way of this transition was the difficulty expsrienced by the civilian
sdninistretors of the inflated priority system in deflating military
requirements down to controllable proportiocns. ; o

Today, the priority system he is administering with such eloguently -
prophetic and prayerful misgivings is not hopelsssly inflated, but in-
flation is in prospect for it. Professionally skillful and persistent
bargaining has squeezed a great deal of water out .of the military budget
but not enough., The question is whether & supportable schedule of
requirements can be settled upon before priority inflation aggravates
present dislocations and while we have the time and the mobility to
substitute civilian expension of basic resources for requirements in-

- flation.” Fundamentally, the basic military requirement is the maximum
reservoir of civilian resources. Certainly, any deflation of military
requirements which supports an expansion of the over-all reservoir sets
in motion a cycle of expanding military requirements. The most obvious
iilustration is a deflation of the primary military requirement-~man=
power--wnich grants small and temporary draft exemptions for the purposc

cof inetalling productive facilities able to support larger permanent
draft schedules without risking curtailment of production. '

If our mastery of the imponderables. of war-in-peace permitted us to
formulate objectives transiabable into military requirements, soclution
of the corresponding home-front problem of balaneing guns sgainst butter
would be a mabber of arithmetical, or administrative, routine. Bub we
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have no such mastery over the "crisis-process.™ Consequently, if we are

to protect our home from from disruption, if we are to mobilize our econ-
omic resources to fight our way btowards this mastery of the "crisis- -process, "
we must begin with the only weapon at hand--cur economy. We must deflate
procurement requirements in order to 1nf1ate over-all capacities while there
is s6ill time to enlarge our rumoblllzL”g econdmy against the day when 1ts
militery customer may finally see the strategic objective to be won. We
must, in short, accept the challenge oft'political uncertainty with a campaign
of OQOnOmlC expension simed at rosolv1ng the over=all strategic equation in
our favor, Security lies in strength, " ‘and our strength can only grow with
our reservoir of resources.

To the typical bsuinessmen these inter locking uncertainties are as
baffling as they are exasperating. Up and down the country, inflation of
militery requirements is seen as a procurement monopoly enjoyed by rela-
tively few fevored corporations to the exclusion of the majority. The
fact is that only companies equipped to participate in atomiec, electronic,
jets and such technologically advanced programs can hope to share in the
(definitely mixed) blessings of procurements. Uneven distributiop of defense
contracts is only one reason why remobilization is multiplying dislocations
much faster than it is at all likely to take up the slacks Price inflation
has been inberrupted, but cost inflation is still accelerabing.

Altogether, therefore, business sees remobilization developing into
o system of costly and disjointed restrictions offering no compensating
benefits, Washingbon stipulates what may not be done, but does not
guarantec the wherewithal to do what is still permitted. Alternately
enraged and depressed by this combination of the inefficiencies of
socialism with the risks of capitalism, little wonder that businessmen
feel themselves suffering from the worst of both systems. Little wonder,
too, that business and govermment are playing turnabout: Business, on
the one hand is anxious to submit to total regulation by a Controlled
Materials Plan which will guarantee production schedules, while govern-
ment, on the other hand, has been trying to limit the area of certainty
to what it wants to buy (hence priorities) and to what it does not want
business to sell (hence limitatians).

These are transitional troubles, We will outgrow . them as fast as
we bridge the gap still separabing the priority system from a revived
Controlled Materials Plan, No doubt military requirements will remain
incalculable so long as policy remains indeterminate. Bubt uncertainty
as to requirements should not be taken as a reason for deferring The
revival of the CMP technique., For we can calculate the requirements of
expansion, and we will need all that we can get to prepare us against the
day when our fears burn into factss I thank you.
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GENERAIL, HOLMAN;: - I think it would be quite‘apprdpriate to get this
word "requirements® clesr. We have a whole subcourse on it during the
- year. and we know it means dlfferemt things to meny different peoples

MR. JANEWAY: Sometlmes, I think that in order to be a general ow
an economist, one must start out being a student of language. That is
the most helpful guestion I could be asked bécause I don't mind saying
that, in wrestling with this difficult paper, the greatest difficulty
- I have had has been in fighting these blasted familiar wordse I have.
had to fight these words as I hope ws will be able to fight the enemys

‘Perhaps the best illustration I can give for what is in my mind by
the word "requirements" is to illustrate it this way. Certainly the
military establishment over-all, the armed forces, will begin the com-
putation of their requirements with manpower. In Stamford, Conmnecticut,
there is a nonferrous foundry which must be regarded as a prime fwndamental
production source in what you would:call the civilian economy. It does
“not have a railroad siding although it is in walking distance of a railroad
station, Your requirement may be for menpower in that factory in that work
force. Suppose your requirement is deflated for 3Q days so that manpower
can be kept there for the purpose of putting in th¥ required siding. You
glve the allocations and priorities for the wherewithal to put that siding
in. That siding may then enable you to multiply economically a hundred
times the drafts they planned for support of your manpower permanently by
reduclng the manpower load needed in that work force. That illustration ,
1 take to mean to support the viewpoint that all of us must begln disciplin-
ing  ourselves--and I want Yo confess that I want to begin with myself'~-
we must discipline ourselves against ever using the term "mobilization" %o
meen purely or narrowly, distinctively military requiremsnts, because T
believe we must use mobilization in the sense of the sum total of the
entire reservoir of resources within our reach within the continental
United States and within the reachable or even reclaimable aroa.e Do I
- clarify that?

GENERAL HOLMAN: Yes, sir.

MR. JANEWAY: I beg forglveness for having at one or two places
fallen into the habit here of using mobilizetion or requirements as if
we were not to be considering the entire potential resources.

QUESTION: I would like to ask.a question right along that line,
sire, In your talk you said a decrease of military requirements should
result in an increase of production capacity, or words to that effect,
It seems to me unless we take requirements as being--talking. about man=-
power-~that.is not true‘'at all., I have the impression that inflated
requirements are actually respons1ble for .our having inflated production
capacity where production capacity would not have been expanded otherwise.
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MR, JANEWAY: That is a shrewd question because I believe it to

mean thet .in practice mo matter whether enyone ever planrod it, what
might be called a deflatable requirement has the effect.on the economy

of setting in process expansion of facilities. I think you are right;

I know you arc right; I observe you are right., My concern is not so A
much where you have demonstrably been right. but where from here out you
may be no longer right because of what I regard as the governing shortage
of these critical itemss where now it is not a question of market demand
as, say, in the steel business or' in the railroad business, bub where
probably the so-called military requirements mey already be teking up L
more than the visible supply of whatever the critical items may be. "Nickel-.
is a particularly cruel example. I am told, for example, by technicians
that we could incrcéase our nickel supply by improvising certain methods

of reclamation if they were to be adopted and were to be acceptable from-
an abjective standpoint., But industry would then need equipment to enable
niskel production Lo use materials now discarded as wastes That equipment
might itself, and probably would, involve a nickel requirements The blunb
erithmetic of theé situation would have you obligated to deflate the present
ﬁickeléusing requirement in order to get the wherewithal from such & new .
process to expand your nickel for what admittedly must be a tremendously
'eXpanding and accelergging cycle of requirements. Do I make that clear?

4t the risk of laboring the point,,maykl advance this illustration
from my reading of what is in store for the economy. this summer? I
think the auto people should be encouraged to make all the cars possible
o while the making is good to fill up the reservoirs against the day Wwhen
.. &.radical cutback may be required overnight. The auto people may find
themselves literally unable -to continue absorbing available supplies in"
& surplus of flet carbon shteslior fender steel; they will be governed
-end limited by the critical shertages’of oils for engines and components
like bearing partse You see what an imbalarice ‘that.will create, and the
task of the NPA then would be to ses to 1% that.the steel industry is
expanded at a fast ¢lip, It is nof enough that requirements are being
expanded but incentives must be provided. You have to oxpand much faster
for end uses, for ingot, which will break that bottleneck at the lowest -
common denominator, ' ] '

QUESTION: You said that we arc now in a period of a continuing crisis
where the terms "complete war™ and "complete peace" take on less meaning,
I am in agreement with that parﬁioular'generalization, but I wonder if
you would care to express an opinion as to when thet orisis started,

Is it 21 June 1945, the Berlin airlift, or does it go back to 18179

but certainly you know the old saying from the days of the English coffee
houses journalism, "Would that mine enemy had written a books" We have
an enemy which, as we can clearly see, reads, but we have a strategic

MR. JANEWAY: I was going to reach for some dates like 1917 or 1905,
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- weapon we have never grasped, that'is‘théf our enemy writes, and I think ‘
that what our enemy writes ought to become compulsory readings If we read
what our enemy writes, I think we probably would be obliged to go back to
1908, : , '

QUESTION: I am inberested in the. political and public opinion aspects
that you hinted at. You dwelt heavily, I believe, on the concept that we
are working up to a period of preparedness by 1953, That concept has been
probably sbated .several times by Mr. Wilson. Among mineral men Mr. Wilson
is accepted as a very sophisticated man in mineral mattcrs so he hasn't :
arrived at that by political or diplomatic comsiderationse o .

MR. JANEWAY: I would say one of the disciplines all of us must learn
to accept is that discipline which obligates us to question every assump=
tion. I think your second statement I must take as an assumptions I don't
like ever as they say in politics, to rise above the issues to the level of
personalities but I would question the assumption that the gentlemen you
neme is regarded as ¢ssentially a mineral technieian in the sense in which
we consider others, ' S ‘

QUESTION: He is,accepted as knowing more about mineral mstters than
most laymen., co g . '

~MRo JANEWAY:; I am inclined to feel that I must guestion that assumption
in reverence to the Gallup Poll. I think there is a divisicn, I know
~certeinly if vou are talking now in terms of mineral men's opinion, a
well-known Chinese American has been devobed for years to these matters
“and has served two administrations well as an adviser, takes the grimmest
possible yview of what our enemy is in ‘g position now to do because of the
veargaini®g power it has won with bungsten in China. He doesn' think we
can begin to approach the bottleneck, much less break it, by 19863, and
unless we can anticipate a beatific vision of Harding mormaley in 1963,
if we are going to think in terms of a world war, on the one hand minimum
preparedness, and on the other hand limiting that preparedness wouid then
imply peace and normaleys would then imply passive war existing with
communisme. That would obligate us to maintain full employment, Given
these capabilities and this productivity of ours to maintain full employ-
ment in depressions, an unrestricted economy would meen either we would
need radically multiplied sources of tungsten available to us without
paying the political price or that we would be paying blackmail to Russis
for such things es btungsten and manganese.

QUESTION: My thesis was that Mr. Wilson knows that,
MRe JANEWAY: T concern myself merely with what I read in tho PAPEYSe

COLONEL BARNES: I wonder if you would buy this viewpoint as an explana=-
tion as well as justification for that which you say cammot be defendeds
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Granted thabt economic mobilizabion must have public support, granted

that in World War II we had automatic support given by Pearl Harbor

which we lack now, as a sbimulant, do you think the present policy is

& good one from the standpoint of giving the public something to look
forward to, among other things as a sort of partial mobilization effort
now to get ewerybody behind the wheel pushing? Then, at the end of this
time, our folks will be aware of defense and it can be explained. In the
meantime it creates public support to get behind the program to get things

started,

MR, JANEWAY: I couldn't disagree mores This is a week in which thet
arm of the Government which is closest to the people, the Congress, is
passing what is obviously a desperately indicated Universal Military
Training bill, which has always been predicted to be impossible in time
of peace in this country. You have the Congress doing that, being away
ahead of your mobilization expediterss. I think you have a situation in
which resistance and resentment to what is necessary, -including restrice
tions, uncertainties put upon business, and labor and consumers, gets
sharpened and becomes irreconcilable when the impression spreads that you
are being fed the truth through an eye dropper and you cannot be trusted
to accept the fact that your appendix mey burst at any moment or that a
bomb might be dropped. We are at war and we have to live with the thing.
We have to learn to live with things until the time for full mobilization
18 reacheds ' ‘

COLONEL BARNES: Mr. Janeway, on behalf of the college, I thank you
for this very fine analysis from a fresh and stimulating viewpoint which
will be helpful to the class at this time., ’

MR. JANEWAY: Thenk you. I am glad I had the opportunity td* do
my dubye o ‘ :
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