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I think we must b e all agreed that only in recent y ears 

has the study of Economics become the world- wide fetish it 

now seems to be .. That it is so , is a reflection of chang ing 

times, a continually changing se t -up in the varying s pheres 

of international relations . 

The current flurry of economic analyses in civil l i fe 

can possibly bo traced largely to the financial depression 

of 1929 and its aftermath . In any event, today one sc arcely 

hears a lecturer or reads an article on internation al rela tions 

but what the economic effect is introduced into the pi c ture. 

Th e world has become markedly economic conscious. Thi s popular 

emphasis has its repercussions in the services . While we have 

long been appreciative of economic values , the wealth of gener­

al information made available has quickened our int erest. The 

background of such interest lies in the practical appl i cation 

of economics to naval strategy . 
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From Paragraph 2 of t he Est imate s uch a background i s 

f ound principally in t he fie ld of Finance , I ndustry , Trade 

and Raw Materials . All of these Factors are , to a gr eat degree, 

inter-de pendent and either together or individually , d i r ectly 

or indirectly influence certain phases of Strategy . To give 

you t h e complete detai ls of t hese most pertinent factor s would 

b e a tremendous task . The most we can accomplish i n our three 

presentations is to g ive an analysis of essential as pects, 

knowing that your broad conc ept of the subject will enable 

y ou to interpre t such analyses to advantage . 

Of the four subjects , wi t h which we are conc er ned today , 

Finance will not be considered . Finance , as well as the 

shipping phase of Unit ed Stat e s trade is to be covered later 

i n considerable detail by c ivilian lecturers • 

I ndustry, Trade and Haw I ·aterials remain , and as t he 

Estimate its elf evaluates factors involved i n war s i t uations , 

our chief interest will r evolve around t h e us e of these 

economic forces in war . 

A logical beginning to a s eries of pre s entat i on s of 

t his sort is a general d i scu ssion of economics . I shall 

devote a short time to s uch an introduct i on and s hall then 

t urn to a more pre,rnribed field , an analysis of a plan de ­

signed to control United State s industry, trade, and t he 

supply of raw materi als i n war . This diSCtWSion will be 
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supplemented in succeeding presentations by a detai led analysis 

of t h0 economic status of t he United States and J apan . Great 

Britain , the third of t he great maritime povrers c apab l e of in­

fluencing the control of the seas (and thereby s eriously aff ect ­

i ng naval strategy) , will not be considered at t his t i me .• 

It may be helpful at t he start to indicate ver y b r iefly 

the general character of economics . 

The word 11 Economics 11 i s derived from two Gr eek words mean­

i ng ;1House 11 and " i1.Ianage 11 • Thus , Economic s origi nally meant the 

s ciEn ce of hous ehold managemen t .. Th i s definition preva iled 

until ab out t he t ime of ou r Revolution , when Adam Smi t h intro ­

duced to the world a n ew int er pr e tation which was in general , 

that Economics is a social sc ience bas ed on a study of t vro 

t h ings - first , man and , sec ondly , what i s gener all y knovm. as 

we alth. 

Economics , t he refore , today conc er n s i tself with the 

r elat i onsh ip between ma n s.nd wealth . The s tudy of e c onomi cs 

i n it s ess enc e is a study of human want s . Such want s , of 

course , are of infinit e var ie ty and may range fro1;1 personal 

des i r e s for t he necess ities of l i f e , to military needs for 

muni tions of war . Some auth orit i es say that e conomics should 

be evaluat ed by four st andards , namely: -
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human consumption , 

huI!lan production , 

economic exchange , and 

economic distribution . 

B,r ., studying economical l y weak nations from these view-

points we see at once the difficulties under which they labor • . 

Economically strong nations have little basic difficulty be­

cau se they are able to balance these factors . 

rlhen nations are dri ven to economic action it is invari­

ably caused by economic unoalance and diversity of needs ~ 

D2_lance their wants , that is # in consumption , production , 

economic exchange and economic distribution , and normQl ly 

t hey have prosperity and J eac e • . This condition is h i ghly to 

be des i red and is often ca lled "Business as Usual 11
• On the 

other hand disturb an econon ic 11 Status ~:~uoll' and a lowered 

morale results . 

From a military viewpoint , a well control led maintenance 

of balanced wants is necess ar y i f we are to be at maximum 

strengt h . If it is possible to impose a disturbed bahmce of 

wants on an enemy we have begun to make war unprofitable for 

him, and of course when war becomes totally unprofitable , he 

cap itulates • . 

From an economic viewpoint , then, we should strive in 

war to maintain as far as possible economic stability i n our 
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own nation and , conversely ? to deprive an enemy nation of such 

stability . This c oncept which also has its peace - time commer­

cial application is n ot easy to accomplish because it is b ased 

u pon adjustraents of supply and demand , and these are but a 

reflection ·of the world I s varying distribution of resources . A 

balanced distribution of food resources and essent ia l raw r.1at ­

erials is so necessary in the industrial life of all nations 

that an unbalanc e, when found , often presages political action 

of some sort . 

Not so long ago nat ions were self- sustaining . Today the 

unequal distribution of raw materia ls limits the number of 

nations capable of becomi:t,.:; strong industrially , and not even 

the strongest nations are entirely self - sustaining . The broad­

ening industrial l i fe of all nations is bringing on an increas ­

irigly intensive and vital strug0le between the so - called i'Haves 11 

and ;;Eave Notsn . In many c ases this is a stru,..~g le not for 

9rosperity but for national entity . In some cases , too , great 

powers , already to a large dogree economically independent , 

are found not only alignins themselves against their nei0hbors , 

but often bickering among t Ler.1selves over i tems of ravr Li.at er ­

ials which one or t he other lacks in a small degree , or fo r the 

control of certain others whi ch they possess in pl enty . 

11 1'Thether one does or does not be lieve that economic factors 

growing out of the struggle for exis t enc e , -- the desparate con­

tention be t ween t hose who have and tho s e who have not , - - furnish 
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the basis for all armed coilflict, one must admit thci.t t he se , 

factors tend to control t he course of war and to decide its 

ultimate outcome .," 

It is interesting to s peculate how tomorrow's demnnds for 

peace or e conomic inde per..dence may influence the availability 

of raw materials ., \"fill su ch a demand eventually produc e new 

economic alignments , or a re -moulding of nations into throe or 

f our major economic blocs based on the control end use of 

natural resources? If any grouping i s to be possible, it uould 

seem that one on the basis of supJ)lies of raw materL:i.ls i s the 

most plausible . Some such p lan , if successful , might help to 

e liminate some of t he bitter struGg l e s now developing. 

To explore thi s idea a bit , we have prepared graph s which 

outline very roughly c erta in groupines of nations on t h e basis 

t hat adequacy of raw materi als influences - by and large - the 

prosperity and stability of a people . The picture , purposely , 

is not a complete one , Food a~1d clothing have not been consid­

ered and only a suff i c ient n~i_mbe r of critical mat er i a ls h ave 

been indicated to illustro.te t :1e point . The supply of Niclrnl 

and Tin in a ll groupings i s of particular interest due to the 

l imited number of availab le deposits • . It should be macl.e clear 

that t he groupings to b e shown are not the only practic able 

ones . Perhaps others will su_~, gest themselves . Those to be 

shown , have the advantage that contiguous terr i tory has been 

used, thereby permitting easy and ready access to s up:,:-lies . 
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The first chart is a :;rouping of North and South .'-mE)rica , 

and shows how the two continents supp lement each other in the 

supply of materials . It is possible that the present Good 

Neighbor ~1 olicy and the recent trip of the l)resident to South 

i:..me rica may have been ~Jrompted to a certain extent by t he 

favorable economic possibilities in this aligJ.unent . 

It i s clear that in peace , such a b l oc could be , to a 

great degree , independent of the rest of the world, as far as 

cr i tical raw materials are c on c erned . In war , while ex cessive 

demands might upset the balar:.ce to a certain de gr ee , such an 

upset would appear to be rather r emote , due chiefly to the 

isolated position of 1Tortl1 and South merica with respect to 

the rest of the world . Of cours e , cons i dered solely from a 

thorou;;hly e conomic viewpoint , and without any r efor eEce to 

geo graphy , the i deal grouping would be a union of the Uni t ed 

States and Great Britain . :i:ach of these countrie s su~1pl e1i1ents 

the otl-ie r to a rer,rnrkable extent and has the advanta0 e that 

only t wo g overnments are concerned . The chief deterrent to 

such a group ing , however, is t he world- wide and diverse sourc es 

of su~1pl y , involving many vulnerable trade routes . 
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If Africa contains the raw materials it is reported to 

cont a in , Europe vdth ~1ussia 8.nd .l1 
... frica could well form an­

other bloc • .. !i th present unstable international re lat ions , 

however, this grouping at the moment seems impossible . The 

political line- up of illrope today only re - emphasizes the des ­

perate plight in which t :-ie nhave nots 11 find themselves econ­

omically . This is particularly true in Germany and Italy . 

There are certain material discrepancies in this group of 

~-=urope and Africa, viz ., Tin and Nickel , which would have 

to b e obtained from outside sour ces unless stored in reserve. 

It is possible', of course , that new deposits of these r,1ater ­

ials may be discovered in the zone under consideration. I t 

is re ported , for instance , that Siberia is rich in Tin and 

Nickel. Russia also , it is believed, has control of i nmense 

coal deposits in Spitzbergen , 
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The alignment in .As i a and the i s l ands of the F'ar ::::: as t may 

not be accomplishe d so eas i l y and may be forced to await f uture 

political as well as commerc i al developments . The chart , h owever., 

s h ows the very fine inhererit strength of this group . The ec on­

omic balance here is ver y complete . Japan , as the potentially 

strongest Far East er n nat i on , is quite appreciative of this set ­

up . Its early e s tablishmen t may or may not be pract i c a1J le . 

Poss i bly no one of t he se or s i milar s chemes will be pr act icable 

or attempted , and the world wi ll continue to us e the cut - throat 

met hods of today , hopi ng t o f ind some other way of solving t hese 

conflicts in t he law of sup9ly and demand . In t h e end ., however ., 

i t i s clear , I bel i eve , t ha t the se problen s of ra v ma te r ials 

and their supply dominat e to no smal l ext ent the world p i cture 

of peace and prosperity . ~nd wi t h the fullest appr ec iation of 

t he value of fac tors othe r than economics in t he l ife of a 

people , I be l i eve , there c an be no deny ing t h e s erious realities 

fac i ng all count r ies having an unbalanced economi c st r uc t ure • . 

.. Jhile all iances may be f ormed for pol i t i cal r eas ons i t is 

s ign i ficant , t hat f ew , i f any ., alliances result from economic 

pres sure , ex cept , poss ibl y under t he League of }iatiorls i n the 

form of Sanct i ons., and r ec e nt history has shown the ·weakn e ss of 

Sanc t ions as an instrument of policy . 

I have t hus far ind i ca t ed t he general r e lationsh i p be t ween 

t he study of e conomic s and t he study of war fare , wi th e1-:1phas is 

on t he economic forces which may c ause war . I will now tu1"'n to 

a more l imit ed fi e ld , one which r efe rs pa rticul arly to t he ec on­

omic f act ors i n the conduc t of a war •. 
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As an introduction to the main part of this presentation, 

let me read you a short quotation : 

Quote - "A free people ought not only be armed but dis ­

c iplined; to whi ch end a uniform and well- digested plan 

is requisite; and then s e. fety and interest require that 

they should promote such m~nufactories as tend to render 

them independent of others, for essential, partj_cularly 

for military supplies 11
• - Unquote . 

Considering our unsatisfactory state of pr eparedness on en­

try into the Vforld War in 1917, it is a remarkable commentary on 

the far-s ight edness of the author of this statement when we find 

that it was made in an a ddress of the Pres i d ent of the United 

States before Congress - 8 Janua ry , 1790 . It a ppears that George 

V!ashington would not find h in~self f ar behind the times in 1S36 . 

In peace- time the military Services have very little to say 

as to the basic economi c policies of the nation. I n war , how­

ever, with more interest s at stake , their couns e l may well be 

heeded . 

Armed action in war· i s sometim.es delayed , but economic ac ­

tion is prompt , often beginnin2 the day war is declared, if not 

before. It is logical for us to think of the necessity for a 

war plan, but it is difficult to vi s ua lize the urgency of an 

economic plan w A naval war plan is a spec i al plan . An economic 

plan, even though only contr ibutory to the basic war plan , touches 

every nerve of the country. The factors inf luencing such a plan 

can be reviewed and summarized somewhat as on the accompanyi ng 

dia grams . 
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The concluding thought from such diagrams must be t hat 

L 1dustry with its contributing elements of trade and raw r;iater­

ials is a great reflector of economic stability and tha~ a 
/S 

knowledge of the many factors involved in its control~ bound 

to be of assistance to us i n the study of naval strategy . 

The experiences of t h e last war are needed to understand 

fully any propos ed industrial control of the United States , but 

it is not necessary at th .~ s time to go into detail concerning 

them . Briefly , vre can say that early in that war , due to lack 

of planning and proper coordination , costs mounted and the 

entire economic balance of the nation was seriously disturbed . 

Eventually ., the establishr1ent of administrative mach i nery for 

controlling material requi r ements and industry becar.1e not only 

urgent , but mandatory . The result , as vre all remenber, was the 

Har Industry Board . It was set up as a separate and independent 

government agency dir ectly res , onsible to the President . Impro­

vised methods , however , d i d not prevent certain extravagances 

and delays in procuring munitions ., nor did they preven t profit ­

eering and unne cessary suf fering , the results of nh ich are being 

felt to this day . All of this in 1918 . Not until 1931 - 13 

years later , - was the need of a mobilization plan brousht be ­

fore the country and emphasized by a Joint Resolution of Con ·.ress. 

This Resolution created a. Viar ?olicies Commission which was 

directed to itstudy and consider amending the Constitution of the 

United States to provide that private property may b e t aken for 
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public use during waril , and to consider i'the methods of equal­

izing the burdens and to re move the pro.fits of war" . 

This Commission consisted of 

Four members from House of Representatives, 

Four from the Senate , and 

Six from the Cab inet . 

The Connnission convened and made a complete study of war -

time organization , the experiences of the past , and t he i mplica­

tions of the future . It evidenced a particular i nterest in the 

necessity for a war - time control of industry . 

It is only just to state at this point that the fi rst in­

dustr i al plan and the one e ventually presented to t ha t Cornnission 

was prepared in the iJ ar Department through the init iative of 

General Moseley, who h ad been G- 4 in Fr ance during t he i-1orld V✓ar, 

and at the time was in t h e Office of t he Assist ant 0ecretary 

of '.J ar . Some may ask why the War Department init iated such a 

study . The legal Eandat e i s found in Article 5a of the Eational 

Defense Act of 1920 . 

Th is Article stat es t h at 11 the Assistant Secretary of Har is 

charged with the supervi sion of the procurement of all mili tary 

supplies and other busine ss of t he War De partmen t pert aining 

t hereto , and t he assurance of adequate provision for t h e mobili­

zation of material and industrial organizations essent i al to 

war - t ime ne eds" • 

It is noted t h at t he iar Department under t l1is Ac t deals 
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with two fair l y distinct problems . The first is definitely a 

War Department task , The second is less clear and has be en 

responsible for some confus•ion , The i:rnakness of thi s act would 

a9pear to be that it does not place an equal obligation for such 

plans on the Navy and other Government Departments , - all vil"tu­

ally concerned in plans for war and many partaking of a full 

me asure of legal responsibility in providing for the national 

defense . 

The chief fac t of interest for us today , however , is that 

the Army did develop a t entative national industrial mobilization 

plan about one year prior to the convening of the ·.iar Policies 

Commission noted above, and that that plan was submitted to and 

eventually received the tacit approval of the Corrnnission . 

Since that time Commit tees in Congress have i nvestigated 

the subje c t and there ls every indication of future i nquiries . 

These inquiries are helpful up to a point . The inherent 

danger in them lies in t he possibility of resultant l egislation 

which will hamper more t han help in a future emergency. Tho 

problem is similar to that facing neutrality legislati on . Laws 

which may seem perfectly suited to the situation today may prove 

too restrictive~ too narrow in concept to fit the situation aris­

ing tomorrow.. It therefore seems prefferable to have the le g5,. s ­

lation for industrial mobilization ready for enactrnent(if pos s ­

ible with the unofficial approval of committ ee s in Congress) ; 

rather than to enact it before an emergency aris es , Under such 
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conditions, legislation may be kept up to date through the years, 

thus assuring adequate and proper laws when the necessity arises. 

As to the Industrial Plan , Congress fortunately, as yet, 

has no t taken definite action and planning agenc ies are still 

free to r evise and amend it. 

The plan under cons i deration today is that plan and is the 

only complete plan yet f ormulated. Its basic concept is the 

I'e sult of ·war experience and much expert thought since that time. 

In 1931, the i-rar and i'Tavy Departments, real i zing the great 

need of cooperative effort in the further development of such a 

p Ja n, a6reed to continue its study and i mprovement and to keep 

it up- to - date. The Army and Navy r.i.unitions Board was designated 

by administrative direc tives as the joint agency charged v.rith 

t h i s res ponsibility. The development forced a reorgani zation 

of the Board . The reorgan i zed Board has been found to be an 

exceptiona lly well - equipped body for effective planniEg. 

This Board should not be confused with the rec ently formed 

National LTunitions Doard or6anized to administer c ertain feat ­

ures of Neutrality Leg is l ation . The two have s imilar nan e s , 

but are distinct in purpose and r e s pons i bility . 

Prior to discussing t~1e Lobilization Plan, it vrill be 

profitable to take a look at the reor i::;anized ~r my and }Tavy 

Lunitions Board and to examine its usefulness . 
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Th i s Board has no authority to exercis e any control ovo1" 

civilian industry , but is basic ly a peace - time agency 

designed to coordinate the war - time demands of t he Ar my 

and Navy upon industry . It initiates the balancing of 

requirements and resources through the procurement plan­

ning of the military ser vi c es and , further , by providing 

for initial placing of orders for munitions on the out ­

break of war , 

Procur ement planning i n the War Department i s on the 

basis of a maximum mobilization plan - four field armies 

of something over t wo mi llion men . Navy plans are pre ­

pared for each emer gency a~d are called color plans . The 

accuracy and adequacy of est:iJ.11ated naval requirements de­

per.d to a large degree upon the charact er , excellence aLd 

stab ility of the bas i c plan, 

' ihen t h e combined requirements of the Army ari.d :tiav--y­

can be assembled and then broken dovm into s econdary r e­

qui rements or surn.maries of component materials (strategic 
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an d otherv,[ise) , -we have a definite basis for the start of 

our ov-m material economic p lan . 

,-lith such computatioi1s made and analyzed , it is qui te 

possible for the Munition s Board to deter.mine what raw 

materials will be required in a war, what strategic mater­

ials v,ill be necessary , where they are to be obtained 

ai.7.d in what quantities, what substitutes ·,ill be avai lab le, 

trade routes to be used; alternate available routes, routes 

to b e abandoned, protection s afforded or required, b asing 

facilities , shipping required , value of allian ces and rrho 

t h ose allies should i)e, n eutral purchases , legal as i)ects , 

and the many other factors involved • . 

The outline of the or gz.m ization of the r.un i tions 

Board purposely has been ma d e a miniature · Jar n.e sources 

Administration and the s ignificance of this , I think , 

is appreciated by a comp2.rison of the t wo organizations . 
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In war time the b mitions Board is designed to merg e int• 

the ., ar Resources Admini stration. On ~.I-day the Pres ident will 

sup:i;>lant the t vro Ass is tant Se cretaries with a Civil 1\dr.1inis tra­

tor for the i_;1ar Resources Administration. This Administrator 

wi ll initiate control by using personnel trained in t h e .\ rmy 

and Navy Munitions Board. Such personnel will cont inue to be 

supplemented by selected c i vil personnel until the ox·s anization 

is adequately formed. 

The President has authority under Article 120 of the 

National Defer;i.se Act, as we ll as in certain subsequent acts, to 

establish a ,·rar Resources /drninistration on M-day , and to ap­

point an Administrator. 

The basic responsib 2_lity of the IIunitions Board t hen be comes 

on e of coordinating the industrial war demands of t he s e rvi ces. 

Its org anization and deve lopme nt f i t in with the proposed· ar 

Resources r.dministration, and permit that Administrat i on to start 

f~mctioning effectively and expeditiously on the outbre ak of war . 

The 1.''far Resources Adrninistration, from its inception and 

even in its early skeletonizcd form, will thus be ab le to clear 

require r.ients for the fighting forces , allocate facili t i e s where 

necessary, assign priority of product ion and delivery to r,10 et the 

milita~J situation, and in c;eneral coordinate the p rocuren ent 

prog ram preparatory to full control by the plenary 1J ar ~ es ources 

Administration when organize d . The Army and Navy 1'~unition s Doard 

in war , while transferring most of its pe rsonnel and r e cords to 

t he larger organ ization, ··ri ll retain sufficient qualified pers­

onnel to permit its normal function of coordinating 1r my and 
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navy demands• 

It now remains to discuss very briefly the outstanding feat­

ures of the proposed r.'iobilization Plan - the plan v1hich , when ful ­

ly developed and operatin0 , Hill not only direct the vrar -time ef­

fort of the nation, but will provide for the most effective con~ 

trol of industry in war. I should like to reiterate the fact 

that the effective admin i stration of this plan w:tll provide the 

Favy v1i th much data of va lue, data which will influence its strat­

egy to no small degree, particularly the strategy of tl1e trade 

routes. Such a fact is t he basis for its consideration today. 

This plan is revised yearly and i s now the acc e :9te 0 Plan of 

the Services . It will b e used in its present essent ial fo~1 in 

the next major emergency, except as i t may be improved or modi­

fied by the Action of the .'\r my and Navy I~unitions Doard, - the 

COL'!lllission formed year before last by President Roosevelt, - or 

by the deliberations of Congress . The organization around which 

this plan is built is essentially an outgrowth and development of 

the origin~l Naval Consulting Board, Council of Nat i onal Defense 

and the -:ar Industry Board. Incidentally, it may b e of interest 

to note that t h e Council of :i. ·. at ional Defense, so valuab le in the 

early stages of the last war, is still a legal body, requiring 

only an a ppropriation of Con6ress to make it again effGctive, 

vhen and if its services are needed •. 

The 1'.:ar Organization of the United States, the proposed 

r11obilization plan and the organization of the ~ecutiv:~ Branch of 

the Government of the United States for war are shovm on accom­

panying diagrams • 
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The :'r e s i dent, through t h e agencies shown, ex erc i ses t hose 

fun ctions v1hich are peculiar to h i s office in "Jar and ·whi ch 

are con sidered ess ent ial to t h e successful prosecut i on of 

the war effort . Exis ting J;xecutive Departments continue 

to f unct i on as in peac e-t i n e , cooperating rr i t h t he vrnr 

a0eDc i es . It i s important and must be r emembered and 

emphasized that prior to the exerc i se of certa i n functions 

outlined in thi s plan , l egislative authority and ex ecut i ve 

action will be re quire d . I t i s expected t hat s uch act i on 

wi ll be forthcoming vith i n a few h ours aft er the d ecla r a tion 

of an er,1e r gency . 

The Advisory Dcf .ense Counc i l is t he s p ec i al · ·ar Ui nistry 

of t he President . It aid s and advises him in all mat ters 

conc ern i ng the prosec ut i on of t he war . i'It coopera t e s under 

t he g eneral supe rv i s i on of tl1e Pr es ide n t to cont rol and 

d i re c t the combat ant , economi c and moral eff orts of t he 

1fa tion in wag ing t h e ,·_·ar i1 
• 

The War Resource s Jiclmini stration ( s e e pr e vious d ia~rarn ) 

i s t h 0 age nc y t h rough whi ch t h e Pr osidor; t convor t s t h;:; i ndus ­

trie s into war us e s . ·1I t i s tho mooting point of t he ri1:"L l i tary 

s ervi c e s and industry . 11 

Several divisions of this Administrat i on are Dv~tinunt 

t o our study . 

The Control Divi sion s of thi s Admini strat i on as wel l as 
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th...., _,. r my and n avy Uun itio11s :Joard administ e r e stab lished in­

dustr ial control polic iv s . 

wi th: 

They a lso supe rv i s e appropriat e r e s earch in co nnoct i on 

Conse,rvation of critical and strategic ravr u at'-'rials . 

The devclopr1Lnt of s ubst itute s for critic 2- l a.nd 
strategic r a1:r n a t e r ials • 

Improvement in industrial po lic ie s 2.nd :oroc cs sos . 

Technical as pe c ts of e nemy industry . 

An import ant prob l em 1..1.r.do r the Commndity Div ision J. s the 

devc lopmont of substitutes fo r strateg i c mat e r ials . J:uch h as 

been accomplished alor~g t :1:.;. s line s inc e t ::10 ·. orld iar . You arc 

fari1iliar with pr e s ent day e ffo rts to dov "' lop substitut e s in c e r -

tain :.....uropoan c ount rie s , : w.rticularly in J.u.ssis. r nd 1..rc r many . 
A.a.s 

· ,:iOr e the development of s 1..1..bst itutes boon difficult or r e -

tarde d abroad , large r e s erv e s l1ave frequently b een e stab lished. 

The que stion of reserves of strategic mat eria ls in this 

country has ne ve r , u nti l v 0r 7 r e c ently , r 0c oi v 0d s e r i ou s atten ­

tion . The matt e r was proposed i n Congr e ss a year or so ago 

rd t h sol'-lo prospect of succ e ss , but nothing c ame of it . The 

n e e d fo1"' substant ial r e s ervos 5. s st i ll a vi t al and :i;:,r oss ing 

prob l em . ··:ith adequate r e s erve s , the denands of indust :i:•y 

could be s erve d and ship:;i i n::; so nec e ssary in war could bo 

diverted to more import ant s e r vic e . 
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Tho accomp anying dia6r 8Jn r epre s ents the organi zat ion 

fo r t ho iar Trade J_dmi n istration • . The porsorm el for thi s 

a -::;ency will b e draYm large l y from t ho Departmen t of Cor:1,,:c rco . 

:rou ··Jill not o ., at onc e , t h-:: gr oat im:9ortance of t hi s -~cb.inis ­

trat i on to tho Navy . 

The major functions of t l1i s Administration arc : 

;i 1 . :CXerc is c control of all exports <1.nd imports and 

for such purpose ., to issue licens e s unde r such t e r n s ond 

condi tions as arc not lEcon s i st cnt .1ith law, or r ef u s e 

lic ens e s for tho 0xport 2t i oi1 or importation of o.1.1 a rt i cle s 

except coin , bullion , or curr ency . 

2 . Apply economic ::;:>r c ssuro on t ho enemy by proch1.s ~1 vo 

purc~ ase ru1d by trade ne ~otiations • 

3 . Administe r ost a~) l ishe d pric e co_1trol pol i c :i_o s rc ­

latin_s to vrar trade . 

4 . Provide for t he con servat i on of ocean tonna c~ by 

i mport r e strictions and pr :l.ority coi1trol of e x p ort s h i :T .. o nts . 

5 . Hake eff e ctive a policy of r eciprocity vr ith otl1or 

countr ie s wh ose exports and i mports ma ~r b e influe nce d :)y tho 

war . 

6 . In cooperation i:ri t h t ho 1~dministrator of 'ar :~e ­

source s , to provide for t he cons ervation and augmentation of 
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domestic supplie s through e:;~port r e strictions and by obtain­

i r g essential imports from l ore i gn countrie s . 11 

It can thus b 0 s con t l12.t the re should be t ho clos e st 

liaison bet,~TG en this Administration and the Navy Dcpartn ont . 

Re c ent discussions in Int o:c."nn tional Law i ndicat e d some of 

t ho problems which will be encounte red by this Ad.ministration 

in a futur e e111 erg0r1cy . 

Tho data .collected b] t he .i\dministrator of ·. :" ar Trade 

wi ll show tho necessity for definite policie s , tariff bar­

riers , raids , blockade , pr osum·:J ti vo purchas e of strat cGic 

mat o1"ials, boycotts , or 0U1cr trade relationship s . Prom 

its d e liberations , n ecossar·- mar i time trade operations n ill 

b e visualizedt require d traJe rout e s should be app arent , as 

well as tho :necessity for any change s du o to trans--sh i pmcnts 

or to political alignments . \nd through it a 11 should run 

t he principle that trad e fost e r e d in }_)oac o should 1J0 ; 18.ii:.tained 

i ~ war, so that it will not t e lost aft e r war . 

The next f our diagrams arc furnished onl y t o b a l a nce in 

your minds the complet e picture of the proposed mobil i z a tion 
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I ~---------------------~ \ \ WAR RESOURCES ADMINISTRATION 
/ WAR SERVICE COMMITTEES \ ' Administers price control policies -

fEDERAL TRADE COMMISSION / I f r d \ affecting essential industries. 
Collects data on producti-on ; n o_rmo ,on an \ 

- costs and makes usual in- V tes1imony on _ \ WAR FINANCE CONTROL-COMMISSION 

vesTigations relating to thalters afTefJ1ng \ Approves sale ofsecuriTies.Mal\es--
trade practices . in~~

5
f;f;>;: ivc loanl5 To essential ·,ndusiries. 

.. 
• I 

s 
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Thi s comp l e t e s tho pic ture of tho mobiliz at ion ~11an . 

~ ou may bo int e r e sted in knou ing t h at the following p r in­

c ip l e s gove rn this i ndustr ial p lann i ng for war needs . They 

a r c: 

n (1 ) J1111orican i ndustry in war i s t o bo depende d u p on 

to p roduc e t l10 r:1a j or port i on of mun i t i on s ro c~uir cd ~ 

(2 ) Full coope rat ion of i ndu stry and l abor in s u ch an 

effort is o;~pe ct e d . 

( 3 ) Fair b u t n ot exc ess ive prof i ts -,-rill be po r mi tt od to 

indus t r y . 

( 4 ) Compe t i t i on for ·)r oduc t s of indus try by c;ovor ;~,r.1en t 

a genc :tc s i s not to b e :oe r mittod . Fac::i. l itio s and 

products a r c to oc a l l o c a t ed . 

( 5 ) · rar and L avy Dc·,Jai"t monts must be :9ropared 11 :.1.th r e ­

quirements ~ascd on a c c u r a t e p l ans , 

(6 ) Ci v i l ian i ndust ry s h ou l d p rodu c e an a~) :)1"0 c iabJ.e 

amount of rnuni t i on s in t i . 10 of peac e . 

( 7 ) Needs of c i vilian popula tion mu s t r o c oivG adequat e 

cons iderat i on . 

( 8 ) As the Ar r:-iy and ~Ta vy wil l r equire most of t he 

p r oducts of i ndv.st r y in nar , they must ~-:iartic i ­

pat o in i ndustrial p l a nning . " 

Having de v eloped s 1,-,_ch a ~1 l an , y ou rnay n ov1 wonder hov.r i t 

i s to be p lac ed in e f fe ct i n war . 
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It is to bo established in a major emergency by t h roe 

Lie an s --

1st - Use of exist il1:; l egislation and Pr e sident ial auth­

ority .• 

2nd - Now l egislation to be presented to Con.gross . 

3rd - Pre sident ial pj_ ... oclamations . 

Tiough drafts of l egislative bills and proclru:1at ions covor­

L g t he s e r equir ements have be en pr epared and, of course , will 

bs made effective a t once i n a major eme r gency • 

.. Thile such exact ind1.J.s ti~i al control was never p l a~:•.r..ed by 

a r'!.y co1.mtry prior to tho iorld •_;ar, that 'Tar taue;ht its lessons , 

·whi c h wo in this country u:.1doubtodly have b oen f a r too slow 

in a .. :1r e c iating . Other countries also arc now vor,y nuch a l e rt 

to t ho necessity for such •) lanning~ 

Today , ·we find Ger man.y , Italy; Russia and Japan with 

nationalized industry.. Stalin in his r e c ent proposal for' a 

new J.ussian G onstitution ur[;ed a new '.'a r Board for Industry 

and. ~griculturo . This b oard is definitely d e signed to co­

ordL1at e and speed up all ::1ilitary preparations in t he fi e ld 

of industry and a gricl.:l-ltur o . Th at all t ho ,gr e at powers are 

now making e conomic plans for a future war is appar en t f rom 

items in tho current no 'IS . Japan is finding it n e c essar y to 

cre at e r e s e rves, particularly in fuol oil. Groat Dr i tain has 
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r ec ently created a Food Def ense Plans Department which is 

ser i ously considering a project for storing a year ' s supply 

of food r e s erves in tho shafts of worked-out coal mi ne s . 

In t he United Stat e s industry is not being nat i onal i zed but 

it is permitted a c ertain fr eedom of control. How lon0 t h is 

fr eedom will be preserved, you are as compe t ent to judge as I . 

The end in view , howeve r , s eens to bo identical in all 

cas es, viz . - the uao of e conomic f orc es in pe ac e a nd war for 

t h o f urtheran ce of national ob jectives . 

How the se forc es are to be us ed in war is lar~ely a pe ac e ­

tL10 problem for tho Ar my and I1~avy . 

If we are to negl ect tho eff ect i ve int er pl ay of policy , . 

diplomacy , .comme rc e , .finance and national defens e , we should do 

so with our eyes open and a r ealization of t ho pena l tie s i nvolv­

ed in such negl ect . 

All factors in our Estimat e -- the Polit i cal , Psy chologi­

cal, .Economic and others -- have their plac e in peac e and war . 

In war , however , t he economic situation becomes one cf particul­

ar s ignificance • . Its .e f f ec tive control in time s of stres s will 

de pend , in no smal l d egr ce , upon the effectiveness of tho plan 

we evolve • . That is our interest today and in the un certa i n to­

mo r row. , Such a plan must assure us adequate sinews of war and 1 
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if possible , depriv0 tho enemy of them. Such a plan must 

indicate th0 sy s tern of comrn.orce protection and c omr.1erce 

destruct ion de sired . Thi s, in turn, requires an inti11ate 

lmov1l odge of shipping, cornrimnications, trade route s etnd 

their focal points , pros1ective bases , ris hts of neutrals , 

and , a'o ove al l, a kno-vl/lodgc of raw mat erial n0eds , - enemy 

and our own - on which to bas0 assumptions and operations . 

It is necessary to know not only the economic self-stlff iciency 

of other powers but also t ho raw materials whos e sourc es they 

pos s ess or control, and vi.~ .Lch we might require in cas e of a 

major emergency . 

1.iar, thus , can not be a probl0m of the armed s ervices 

alone . It is an economic problem as well . Economi c studies 

show what tremendous problems are to be met . They clearly 

indicate that the war of tomorrow will be a vast undertak ing , 

whos e complexity s eems unending . They point out t ho danger 

inherent in a lingering war , or an inconclusive war , a 1 1. the 

tragedy inherent in defeat . Simil ar to extended military 

studies , they teach, finally, that each and every elemen t of 

national strength -- th0 Army , the Navy , Industry , and intel­

ligent For eign Policy -- must be combined in war toward an 

expedit ious and skilfully directed effort , if final success is 

to be attained . That is our objective - that is our problem -

if the factors of e conomics are to be used to advantage. 




