
(2) The establishment of major targets or goals in a defense emer-
gency is primarily a Government responsibility. There is no other possi-
ble location for this responsibility, and it must be exercised. But the 
development of these targets or goals should not be undertaken solely 
by public officials. They should receive help in the formulation of these 
targets by those who will be called upon to achieve most of them. The 
goals must be crystallized at the top; but they should not be handed 
down from the top. 

(3) The development of systematic policy to guide the imposition 
of controls is necessary to prevent these controls from bogging down in 
irrational or conflicting purposes. The question of whether these poli-
cies are enforced by authority or left to voluntary action is secondary. 
The first question is how these policies are formulated. Decisions must 
be made by the Government, not by bodies representing economic groups. 
But in formulating policies, there should be the fullest possible consulta-
tion with representatives of those who not only will be affected by them, 
but who also will have to carry out many of them and support all of 
them. 

Care must be exercised not to swing between extremes from day to 
day, asserting one day that everything will be accomplished by voluntary 
cooperation, and asserting the next day that it is too late for anything but 
compulsion. Under the American system, a constant blending of author-
ity and freedom, of uniformity and flexibility, is essential to the best 
results. A defense emergency requires more ability and patience— 
which should not be confused with slowness—to achieve this blend. 
And the ratios of these ingredients change in times of stress. But if we 
ever lose the desire or ability to achieve this blend, we shall have lost the 
greatest single asset in our total strength as a nation. 

X. High Points for Immediate 
Action 

No matter how large the resources of the nation, it cannot do all of 
everything at the same time. It is forced to make choices between the 
things it values more and the things it values less. In a national 
emergency, the relative order of our needs is more clearly apparent. 
But there are limitations upon the application of policy to achieve these 
objectives, no less than limitations upon resources. Even an all-out 
effort does not mean applying all policies at once in helter-skelter fashion. 
Policies must be fitted into some scheme of their relative importance, 
and deployed in some systematic relationship. Some policies are more 
important than others. Some policies cannot be effectively imposed 
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until others are first adopted, although in the long run those which 
come later may be even more important than those which come earlier. 

There are certain efforts which should have top priority now in the 
process of economic mobilization, and proceed with utmost speed. The 
listing is not necessarily in the order of relative importance, nor even 
in sequence, since in general these efforts must be carried on simultane-
ously. But taken together, they constitute the Council's thinking con-
cerning the high points for immediate action. These high points are 
only a framework. Details of policy must be developed elsewhere than 
in this report on economic policy for national defense. 

First. The size of short-run military requirements should be crystal-
lized as rapidly and completely as possible, not only in terms of dollars, 
but more importantly in terms of goods and services. All other policies 
cannot await this, but no other policies can proceed very far until this 
issue takes fairly definite shape. The situation here must remain fluid; 
but it cannot be formless. 

Second. Economic mobilization rests above all on the most efficient 
use of our total resources, geared to a set of purposes determined by the 
national emergency. This most efficient use can be defined, and sub-
sequently achieved, only by a consistent and comprehensive program-
ming of basic requirements, matched constantly against available sup-
plies. This basic programming effort should be located in one place 
under one direction and, being the primary tool of major policy, requires 
at least very close affiliation with the authority for directing and coordi-
nating defense production and economic mobilization. Every specific 
economic policy should contribute to satisfying program requirements, 
whether this be accomplished by expansion programs, cutbacks, alloca-
tions, indirect controls like taxation and credit, or direct controls over 
prices and wages. 

Third. On the basis of this programming operation, there need to be 
developed some vital goals or targets to guide the efforts of the nation. 
The most important of these are some targets for production, because 
of the great importance of expanding production and adjusting it to 
defense needs. 

Fourth. The tax program should be expanded, with continued ad-
herence to the policy of balancing the budget as the basic measure for 
combatting inflationary pressures. The distribution of the incidence of 
new taxation should be guided particularly by the objectives of reducing 
inflationary pressures, distributing sacrifices equitably, maintaining pub-
lic morale, and not discouraging desired production. 

Fifth. The control of prices and wages now having been initiated, 
the programs should move forward to forestall insofar as possible the 
further lifting of price and wage levels and the resulting distortion of 
price and wage patterns. Both price and wage policy should be inte-
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grated with other policies in promoting the defense program, and this 
will require some flexibility in controls. 

Sixth, Ingenuity and experimentation should be directed toward 
building up processes of consultation and cooperation between govern-
ment and the major economic groups. This will help not only in the 
formulation of policy, but also in its execution. It is superficial and 
dangerous to conclude that a defense emergency must convert us into a 
totalitarian state. 

Seventh. Increasingly better methods must be developed for dissemi-
nating to the public the fullest and most candid information about the 
need for and the methods of economic mobilization. The imperative 
need of public support, based on the facts, cannot be overlooked without 
paying a penalty of incalculable size. 

XI Adjustment of the Council's 
Work to Defense Problems 

We conclude this report with a statement concerning the adjustment 
of our work to the new economic problems of recent months, and our 
relationship to other agencies dealing with these problems. 

The Council of Economic Advisers is in the nature of a general eco-
nomic staff, established by law in the Executive Office of the President 
to report directly to the President. The primary function of the Council, 
also defined by statute, is to assist the President in preparing recom-
mendations to the Congress and to the country to promote economic 
stability and growth. The Employment Act of 1946 measures economic 
stability and growth by the criterion of "maximum employment, produc-
tion, and purchasing power." 

The range of policies which the Council must consider in the perform-
ance of its duties is necessarily broad. In normal peacetime, the Council 
must consider all of the major policies and programs, whether under-
taken by private action or by public authority, which importantly affect 
the whole national economy. In a period of economic mobilization, 
whether partial or complete, the task of the Council becomes in some 
respects more difficult and complex. The problems of maintaining eco-
nomic stability become more intense. The need for maintaining the 
economy in full health and strength becomes more imperative, although 
this strength must be diverted to a new set of purposes. The range of gov-
ernment intervention in the economy becomes necessarily more extensive, 
and consequently the need for evaluating a wide range of public policies 
and programs in an effort to achieve consistency and efficient results 
becomes even more pressing than in normal peacetime. In short, as 
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