
V. The Importance of Production 
The programming of resources and requirements serves to reveal 

shortages of varying degree in many goods and services. In many 
cases, the problem of shortages can be cut, like the Gordian knot, by 
rigidly allocating existing supplies among various requirements accord-
ing to priority. But restraint of demand will not and cannot meet the 
whole problem. In many instances, production must be expanded— 
and in the long run, this is the more fundamental remedy. 

It is obvious that, on the economic front, wars whether hot or cold 
are won or lost on the production line and not simply by restraints. 
This justifies discussion of why major emphasis in the kind of mobiliza-
tion now under way should be placed upon production. 

First of all, the current rate of output of some items vital to the 
defense effort is not enough to satisfy even the primary military and stock-
piling requirements which we should now be meeting or will have to 
meet shortly. Even allowing for an expansion of imports (but allowing 
also for the possibility that international developments might curtail some 
imports) the only safe answer in these cases is to expand production of 
these items. 

Another situation exists in cases where the supply is sufficient for 
military requirements and stockpiling alone, but not sufficient to cover 
also the industrial and consumer requirements for an economy support-
ing a high and expanding mobilization effort for a long time. There 
has been a tendency in some quarters to subtract the military and stock-
piling requirements from the total supply, and to conclude that the 
situation is not serious if the remainder is well above zero. This neg-
lects the fact that other essential requirements, even with restrictions 
and sacrifices, may be far above zero and may even exceed the military 
and stockpiling requirements. 

More generally, the experience in World War II illustrates that, 
while many lines of production were cut back and many restrictions 
imposed, total output swelled enormously. On an annual basis, it rose 
by about three-quarters between 1939 and 1944. If this gain had 
been only one-half as great, we might have lost the war no matter what 
else we did. 

In some respects, the expansion of total production, although in an 
entirely different pattern from in peacetime, may be just as imperative 
now as during World War II. In a total war, the nation had to draw 
down very heavily upon its industrial and civilian strength in order to 
support the military build-up. This follows from the very nature of a 
total war. In the different situation which we now face, there is no 
telling how long the burden of the military build-up will last, but in-
formed opinion is that we face many years of very high defense outlays. 
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We must weigh carefully the extent to which we now draw down our 
industrial and civilian strength, because we do not know at what year in 
future—if at all—we shall be called upon suddenly to drain that strength 
to the utmost in support of a total military effort. The safest course, 
under these circumstances, is to combine the military build-up with the 
largest feasible support of our underlying industrial and civilian strength. 
This is necessary not only for purely economic reasons, but also because 
of the psychological strain involved in carrying a military burden in a 
democracy without the pressure of an all-out war. The conclusion is 
that to serve these various needs we must expand total production if we 
are to achieve optimum strength for the long pull. 

We cannot expand total production anywhere near to the extent that 
we did between 1939 and 1944, because we had more slack resources 
in 1939 than we have now. But current and foreseeable planning do 
not contemplate anywhere near the diversion of manpower and mate-
rial from availability for the production line to service in the armed forces 
that was undertaken in World War II; and this differential compensates 
in substantial measure for the fact that we had more slack resources in 
1939 than we have now. 

Moreover, it does not follow that we do not have a great production 
expansion potential within our economy just because we were near 
"full" utilization of manpower and plant by the middle of 1950. We 
have a growing population and a growing labor force. We can work 
much longer hours. We have a marvelous technology, and must strive 
through it to increase productivity. We can further apply the latest 
results of science and invention to the practical problems of produc-
tion. It should be possible to increase the total of private and public 
output by about 2-5 percent over the next five years. This is a consid-
erably higher rate of growth than has been experienced in normal peace-
time, but the Council believes it can be obtained with the harder work 
and larger effort which the emergency now imposes upon all. 

A wide range of tools, skillfully employed, will be needed to expand 
the right lines of production with sufficient rapidity. They include 
procurement policy, technological development, financial aids for in-
creasing capacity, informational guidance, and training programs. Even 
restrictive measures, such as taxation, credit controls, allocations of 
supply, and price and wage controls can contribute to production, by 
selectively curbing unwise resource use without stifling necessary types 
of incentive, investment and expansion. It is not the Council's role, at 
least in this report, to advance detailed production programs. 

We can say this: Whatever controls we may adopt, they will fall 
far short of those of an opponent whose entire economic and political 
system is founded upon the most rigid control of every button and every 
grain turned out by every factory and farm. But we can enlarge our 
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productive superiority, and in setting out to do so we will be choosing 
the weapon which we know best how to use. 

VI. Uses and Limits of Controls 
The argument thus far has been that the first task of economic mobili-

zation is to define and reconcile competing requirements, to match these 
requirements against available supply, and to service these requirements 
in accord with priority of need. 

It has also been pointed out that the most fundamental approach to 
the satisfaction of necessarily enormous requirements is by accenting 
production. Goods must be made before they can be used. 

But there are various compelling reasons why, in addition to promot-
ing production, it is necessary to restrain demand. The output of some 
items cannot possibly be expanded rapidly enough to meet the needs 
of the primary military build-up without cutbacks elsewhere. Reliance 
upon the competitive bidding up of prices, to determine the allocation 
of goods which are in short supply relative to the total need, does not 
service competing needs on the basis of the priorities of national interest. 
Such hectic price movements create grave inequities which undermine 
public morale and contribute to the inflationary spiral. In brief, the 
traditional mechanisms of the free market, which in peacetime are relied 
upon to balance supply and demand and to respond to the relative 
wants of a free people as determined by themselves, must be supple-
mented in a period of economic mobilization. 

While the expansion of production may ultimately reduce the specific 
inflationary impulses which arise from shortages of specific commodities, 
it takes allocations and other controls, in many instances, to make scarce 
manpower and materials available for the most needed production lines. 
Besides, the expansion of production does not and cannot remove the 
general inflationary problem in a period of very high and constantly 
rising defense spending. The reason for this is that the volume of income 
received by producers and consumers (and thus available for spending) 
is generated by the totality of production, and increases as the total 
increases. The only goods available for these buyers, however, are 
total production minus the large amount purchased by the Govern-
ment for the defense program and for other programs. Thus, the "in-
flationary gap" is not filled simply by expanding production. It is 
accordingly necessary to reduce consumer and business demand below 
levels they would otherwise reach. 

Controls—both indirect and direct—are needed to deal with this 
inflationary danger. There are several different methods which may 
be employed for restraining demand. First and foremost, incomes may 
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