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"There is scarcely an aspect of the struggle against inflation,
whether it be wage-control, price-control, profit-control or ration-
ing, in which public understanding and public opinion are not as
important as any law or regulation.

"I have no doubt as to the basic willingness of the American
people to make the sacrifices and to accept the hardships that totul
war requires. But I am not so certein that oll of them have suf-
ficiﬁnt understanding of the specific needs and requirements of total
War,

And after emphasizing what a stupendous and complicated undertaking
it 1s to organize our total war effort in both its military and ecivilian
aspects, he added:

"It cennot be mede simple. 8cold the bureaucrats and brass
hats as we do, we need thems Without bureaucrats and brass hats
we cannot win a total war,"

Most of us who serve behind the lines in administrative jobs fall
into one category or the other. We need vigilant, corrective eriticism,
especially when our acts offend the deeply ingrained American sense of fair
play or when regulations and adminigtrative acts actually de or appear te
make for inequality of sacrifice. Beyond that, however, edministrators have
a responsiblility, first for intelligent formuletion and ceordinatien of
policlies and programs, and then for explaining them so that the public may
understand what is proposed end why. We must always remember that democracy
rests upon the consent of the governed. Tho exactions, the regimentation,
which cannot be avoided in total war are contrary to the whole spirit of our
institutions. In wartime, therefore, it is more than ever incumbent upon
those charged with policy moking and administrativo responsibilities to in-
form the public fully, so that there will be understanding of the program
and the fullest possible cooperation in making effective the controls necessary
for a total war effort. As it is, I feel that there has been too much con-
fusion, due in no small degree to failure to develop and implement a well-
coordinated domestic program which could be explained to the public in a
manner.that would bring about the understanding and acceptance necessary to
make it effective.

Yet, it is of supreme importance that we never forget that this
nation is still in jeopardy, that we are engaged in the most cruel and re-
lentless struggle of our history, that we are still literally fighting for
our lives, and the sucocesses so far won will not be crowned with final
victory if we fulter and fall out among ourselves now. Let us be vigilant
and critical, but always with the purpose in mind of doing all that we can
to promote the winning of this war,

While I have no competence to judge military needs, I have some
small measure of responsibility for trying to appraisec economic forces and
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effects. Any survey of the domestic economic scone must take account of the
fundamentel problem of manpewer. For that issue, of which we have heard much
and will hear much more, is crucial, Upon the way in which it is settled the
whole problem of economic stabilization on the home front very largely dependsi

In totel war there is no elear line of demarcation between the
military and civilian front., Preduction of food and meny other things es-
sential for sustaining the civilian population as well as the fighting forces,
is as vital as production of planes or tanks. In determining what jobs are
essential for the successful prosecution of the war, the Manpower Commission
comes face to face with this problems Many civilian jobs that would be con-
sidered essential if we had a surplus of labor and meterials are recognized
as nonessential today because there are no such surpluses, If we were en-
gaged in a war effort that merely absorbed the slack of manpower end materials,
such a relatively limited effort could be supplied without serious impeet on
the domestic economy. But total war has to be conceived and planned as a
total effort, not simply as a drawing off of men and meterials that cen be
readily spared from the civilian front,

Today it is of paramount importance thet the total effort be
planned as a whole, as one vast undertaking, with a full recognition of the
fact that what is now being taken for the war front must come out of the home
fronts The more we take for the war front, the more readjustment and regi-
mentation become necessary on the home front. There is no alternative,

What is the size of the war effort in terms of manpower? We know
what the dollar measurements are, und they so far exceed the totals of any
war in history as to mske comparisons almost meeningless. In terms of men-
power, on the basis of current discussions, the program appears to call for
about eleven million men in all of our smed services by the end of this year,
This does not ineclude the large civilian personnel employed directly by the
armed services. The feeding, housing end equipping of this armed force would
be a tremendous task even if they were all to remain within the continental
limits of the United States.’ But millions of them will be in far places,
Foad, clothing and equipment must be shipped to them over great distunces.
That entails a far greater drain on manpower than would be the cese if they
were in the United States,

In addition, our lend-lease program is running at the rate of
approximately ten billion dollars a year, This means that the equivalent of
another army of workers, possibly some three million of them, cngaged in
production and shipping by land und sea must devote all their effort to this
vital supplying of our Allies, various necutrals, and enslaved peoples whom
we are in the process of liberating. What these millions of Americen workers
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are vastly increased. The evil which must be warded off on the home front,
the threat to economic stability, is real end imminent. The fact that so
many prophets cried wolf during the 30's, when the wolf of inflation was
imaginary, has made it more difficult for the public to believe in the reality
of the danger now,

The reasons for the difference in the situation are clear., At
no time in the 30's did we achieve anything approaching full production
and employmonte We had many millions of idle men. We had unlimited re-
sources and facilities. The buying power competing in the market place
for goods was never sufficient to put the least strain on the economy.

It fell far short of utilizing our productive capacity. 4ll that is now
changeds We are close to the limits of productive capacity. The military
program has already produced an acute manpower shortage, though we are
still far short of the goal which has been set for the armed services. A
rapidly rising tide of purchasing power is engulfing the markets at the
very time that the supply of goods, instead of expanding in response to
demand, necessarily is shrinking as more and more of our output is diverted
to war,

As long as we could expand the armed services by taking up the
slack in manpower and productive capacity, there was little disturbance
of the economy. Recruiting for the armed forces at this stage, however,
on the basis of the present program will be accompanied by increasingly
severe strains., They are already ceusing disruption in meny activities,
particularly in agriculturael production. Reconsideration of the whole
problem, therefore, becomes imperative. I agree with the comment made by
Senator Maloney of Connecticut, who has just been made chairman of a Senate
committee to survey the question of supply on the home front.

"The supply lines of the home front," he said, "are of
vital importance to the supply lines on the military front.
Our minimum essential civilian nceds must be adequately
planned for and fully met."
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of buying power in taxes and savings, the more we have to turn to the infla-
tionary process of bank financing and creation of new supplies of money, a
process that for some strange reason does not seem to excite some of our
economists as much as the question of the form in which our currency is
printed. Yet, the real denger lies in multiplying the money supply repre-
sented in bank deposits and not in the form of words that happen to be en~
graved on tae pleces of paper we use for pocket money. The supply of pocket
money 1s trifling in comparison with the supply of bank deposits which the
public could, if it wished, convert into currency.

While we all recognize that the transition from a low tax to & high
tax country cannot be made overnight, and that allowance must be made for the
fact that we came into the war later than our principal Allies, nevertheless,
our record in levying taxes and chenneling savings, first into our relatively
small defense program, then into our very large war program, suffers badly by
comparison.

Let me outline the 1942 and 1943 picture in round numbers:

For the calendar year of 19h2, the Government spent about $56
billions. Of this, $19 billions, or only about one-third, ceame from taxes
and $37 billions was borrowed, exclusive of an additional $8 billions which
was borrowed to build up Treasury cash balances. Of the total borrowings
of §Li5 billions, about $22 billions, or less than one-half, came from non-
bank investors, while $23 billions, or more than half, came from the sale
of Government securities to the banks. As a result, during the year 19,2
demand deposits and currency increased by more than $20 billions.

According to estimates for the current calendar year of 19&3,
the Government will spend about $100 billions, On the basis of our
present tex laws some $33 billions, or only about a third, will be raised
in taxes, and the rest, $67 billions, will have to come from borrowing.
If we do not do a better job in selling more to the public and less to
the banks, that is, if the same trend continues in 1943 that we followed
in 1942, we would borrow approximately $33 billions from the public and
$3l, billions from the banks. This in turn would result in another large
increase in demand deposits and currency, amounting to more than $30
billions,

In other words, it would mean that our money supply would have
increased by more than $50 billions - that it would have doubled - since
the war beganes This trend must not be permitted to continue indefinitely.
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But let us not fool ourselves that we are helping to win this war
or to protect this nation by a blind scramble for more pay and profits in
this criticel hour. We cannot get rich out of this war. We cannot have
victory and soft living. The enslaved peoples of this world who look to us
for deliverence will not be heartened unless we set a far better example of
self-sacrifice and national conscience than we have so far displayed. We
can, if we wish, make the choice that will vindicate the contemptuous charge
so often hurled at us by Nazi and Japanese propagandists - the charge that
the democracies are too soft and too selfish., We will not mcke that choice,
but our people must be rallied and awakened to press the fight against the

enemy at home as resolutely as they are resolved to wage it against our
enemies abroad.
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