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Brushfire: Korea vs. Vietnam

TH E nation is now involved in its second 
limited war of the last 15 years. In 

each case, military requirements reached be
yond existing inventories of military person
nel, materiel and equipment to utilize some 
of the nation’s general resources, including 
those that had to be bid away from civilian 
use.

Military actions became significant, in 
1950 and again in 1965, when the national 
economy was already at a high level of ac
tivity. Some slack was available both times 
— more so at the time of Korea than Viet
nam— but manpower and machinery were 
fairly well utilized before either of these 
military actions got underway. World War 
II, in sharp contrast, began when the nation 
was operating well below its potential.

In mid-1950, when full-scale invasion of 
South Korea brought an end to an uneasy 
peace, 87 percent of the nation’s manufactur
ing capacity and all but 5.4 percent of its 
labor force were already being utilized. In 
m id-1965, when escalation of the Vietnam 
conflict took place after several years of 
limited American involvement, 89 percent 
of the nation’s manufacturing capacity and 
all but 4.6 percent of its labor force were 
at work.

Towards full utilization
During that earlier brushfire war, military 

expenditures of the Department of Defense 
rose from $12 billion in fiscal 1950 to $44 
billion in fiscal 1953. During the present 
conflict, DOD spending has risen from $46 
billion in fiscal 1965 to perhaps $76 billion 
in fiscal 1968. (Thus, outlays attributable 
to Vietnam have jumped almost $30 billion 
over the last several years.)

Although the dollar increases are com
parable, the overall burden was larger in 
the Korean conflict of 1950-53. Military ex

penditures then increased from 5 to 12 per
cent of the nation’s output of goods and 
services, whereas spending now has risen 
from 7 to 10 percent of GNP. Also, in the 
first two years of armed strife, the armed 
services expanded from 1.5 to 3.6 million 
men in the Korean war and from 2.7 to 3.4 
million in the Vietnam war. Besides, it must 
be remembered that in the interval between 
the two conflicts the civilian labor force in
creased about one-fourth and manufacturing 
capacity practically doubled.

Because of the larger buildup during the 
Korean conflict, the movement of civilians 
into the military services was greater then 
than now. Moreover, the military at that 
time relied more heavily on those who were 
likely to be in the work force, such as re
servists and National Guardmen, whereas 
the military today depends on the conscrip
tion not only of workers but of many who 
are outside the labor force. Consequently, 
the unemployment rate dropped more steeply 
during the Korean conflict, from 5.4 to 2.5 
percent, as against a downtrend of 4.6 to 3.9 
percent during the present war.

Korea: three stages
A detailed examination of the Korean-war 

period reveals a sharp expansion of employ
ment paralleling the expansion of military 
demand. Rising civilian demand of course 
played an important role in GNP and em
ployment growth, but a sizable share of the 
increased labor requirement was attributable 
directly or indirectly to the war effort.

Nonfarm employment rose substantially 
between June 1950 and June 1953. National 
employment increased at a 4-percent annual 
rate during this period and Western employ
ment increased at a 6Vi-percent rate, with 
strong gains being reported by almost every 
industry. Aircraft plants, especially in the
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Korean period displayed faster rise 
in jobs, faster decline in jobless
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West, added workers at a much faster rate 
than did other installations. Employment 
gains were notable throughout Twelfth Dis
trict states, but (Southern) California, Ida
ho, and Nevada expanded far more rapidly 
than others. This expansion largely reflected 
the West’s increasing share of DOD contract 
awards, from 16 percent in fiscal 1951 to 
22 percent in fiscal 1953.

The first stage of the conflict, between 
June 1950 and April 1951, was marked by 
sharp employment gains— especially in the 
West, which grew 50 percent faster than the 
rest of the nation. This rapid expansion was 
made possible by the greater slack then avail
able in the Western economy; in June 1950 
the jobless rate in the District was 7.6 per
cent, as against 5.4 percent nationally. More
over, the expansion was made possible by 
accelerated migration into this region; Cali
fornia, for example, had 73 percent more 
inmigrants in fiscal 1951 than in the pre
ceding year.

The second stage, between April 1951 and 
April 1952, was marked by a slowdown in 
Western growth and by the stabilization of 
employment elsewhere. Nationally, activity 
declined in the auto, textile, and furniture in
dustries, but these industries were relatively 
unimportant in the West’s industrial struc
ture. In this region, meanwhile, employment 
in aircraft plants continue to increase sharply, 
but activity declined in the construction and 
lumber industries, in part because of Federal 
Reserve restrictions on mortgage lending.

In the third stage of the conflict, between 
April 1952 and June 1953, national business 
activity became stronger and at the same 
time more diverse, being concentrated in 
other industries than aircraft. Regional busi
ness activity also accelerated, but most of the 
growth occurred in California, since a con
tinued slowdown in construction and lumber 
hampered the further expansion of the 
Northwest economy.

Vietnam: two years
In the Vietnam conflict, nonfarm employ

ment rose substantially between June 1965 
and June 1967, increasing at a 4.1-percent 
annual rate in the nation and at a 4.3-percent 
rate in the West. The West’s slightly faster 
rate of growth was made possible, just as 
before, by the greater slack already existing 
in the regional economy; the jobless rate in 
June 1965 was 5.5 percent in the West as 
against 4.5 percent elsewhere. The faster 
Western pace was also made possible by con
tinued in-migration, although the migration 
rate in the last several years was lower than 
it was during either the Korean conflict or 
the early 1960’s.

The growth of employment, during the 
present conflict as during Korea, has depend
ed heavily on the aircraft sector. Growth has 
been most notable in the Seattle area; here 
an aerospace expansion, based on the com- 
mercial-aircraft boom as well as on Vietnam
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demands, has stimulated the expansion of 
many other industries. (Construction, for 
example, has been strong in Seattle but very 
weak in other Western areas.)

Perhaps the most notable aspect of the 
recent period, however, has been the failure 
of the West to outstrip other areas as it did 
during the Korean period. In the present 
conflict, the West’s share of DOD contract 
awards has actually declined, from 27 per
cent of the total in early 1965 to 20 percent 
in late 1966. Moreover, expansion has been 
hindered by production problems in plants 
producing commercial aircraft. In those in
stallations, the delivery of engines and com
ponents has failed to keep up with orders, 
causing some retrenchment in hiring activity. 
This pause, coming at the same time as the 
recent weakening in business investment 
spending, has contributed to the first-half ’67 
sluggishness in the District’s economy.

W h y  the periods differ
The West’s faster rate of growth during 

the Korean period was sparked by a greater 
gain in aircraft manufacturing. Of course that 
growth started from a very low level of activ
ity, whereas the recent growth occurred when 
the aircraft industry was already booming 
because of commercial-jet orders. The re
gional aerospace industry has lagged slightly 
behind its national counterpart’s 13-percent 
growth rate over the past several years, 
whereas it exceeded the national growth rate 
with a 55-percent annual gain during the 
Korean period.

The regional defense-manufacturing indus
try received a rising share of an increased 
volume of DOD contracts during the Korean 
period. Besides, it was able to take advantage 
of this increased inflow because of its reser
voir of idle workers and manufacturing facil
ities. More recently, however, the industry 
has received a declining share of a rising 
volume of DOD contracts— and besides, has

West, unlike nation, grew faster 
during Korean-war period

Annuol Change (Percent)
-5 0 5

I— i-------------------- r

TOTAL 

Aerospace 

Other Mtg 

Government

Construction £  

Trade

Service

10
I

40 45
i r

50- r- 55
1

r - ■Vietnam

Vietnam

WEST

OTHER U.S.

not possessed the same large reservoir of idle 
facilities as heretofore. Consequently, the rise 
in regional aerospace employment, although 
noteworthy, has failed to match the phe
nomenal growth of the earlier period.

In construction, activity was stimulated 
during the Korean period— at least during 
the initial stages of that period— by the re
gion’s need for housing and manufacturing 
facilities to handle the inflow of defense work 
and defense workers. In the last several years, 
on the other hand, the defense expansion 
came at a time when housing was overbuilt. 
Besides, with a reduced rate of in-migration, 
new demand for housing decreased except in 
such areas as Seattle, and with a reduced 
availability of money, mortgage funds all but 
disappeared.

In sum, business activity in the West has 
responded more slowly to Vietnam-war de
mands than it did a decade-and-a-half ago to 
Korean requirements. Thus, despite the 
many striking similarities between the two 
periods, the growth pattern has been some
what more modest to date in the present 
episode.

Donald Snodgrass
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