
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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the problems of the Chief Executive multiply, so do the problems of 
those who serve him in a primary staff capacity. 

Though the Council primarily serves the President, the effective per-
formance of its work must bring it into contact with many groups. It 
must work and consult with the functional groups within the general 
economy—businessmen, workers, farmers and consumers. It must 
maintain contacts with other agencies—Federal, regional, State and 
local. It must furnish, upon request, information and advice to mem-
bers of the Congress who are concerned with economic policy. In these 
respects, the members of the Council are not dissimilar to some other 
officers of government, although the fact that the members of the Council 
are called "advisers" has led to some misinterpretation. For while 
officers in other fields may, unlike the members of the Council, operate 
specific programs, yet these officers are also advisers to the President on 
major matters of policy. He alone, to the extent that he accepts their 
advice, transmits it to the Congress for action where legislation is 
requisite. Or, in matters of major policy, it is only with his consent that 
recommendations are transmitted by others. 

The Council is nonetheless distinguishable from most other agencies of 
government. It does not operate programs nor carry out policies. To 
this extent, it is not an executive agency. Nor is the Council in conflict 
with those agencies which develop policies in specific areas; its task 
is rather to evaluate specific policies in terms of the over-all economic 
situation. 

In carrying out its central task, the Council is charged by statute with 
two main supporting functions. The first of these is to gather facts, 
and to appraise their significance both as to recent trends and as to 
foreseeable developments. The second is to appraise policies already in 
existence, and particularly to review the programs of government, so 
that the Council's thinking about new policies may take account of what 
is already being done and how well or poorly it is working. The word 
"review" in this connection means to consider and appraise, not to direct. 

To gather facts and weigh their significance, the Council maintains 
a wide network of contacts with business groups, private research and 
educational institutions, and public bodies. The Council does not itself 
accumulate nor process huge masses of facts. It selects what seems im-
portant to its work from the huge deposits of facts gathered by larger 
and more specialized agencies. 

Toward reviewing existing programs of government, the Council 
members have maintained a constant and harmonious relationship with 
those Cabinet members and heads of important agencies who are con-
cerned with facets of economic policy. Similar contacts have also been 
maintained at the staff level. In the course of preparation of the vari-
ous reports required under the Employment Act, the Council canvasses 
thoroughly the views and experience of these individuals, and always sits 
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down with them for a series of conferences before the January and mid-
year reports to the Congress are presented. 

Developments since the middle of 1950 have neither altered the basic 
purposes of the Council nor drastically changed its methods of work, 
although of course this work must now be turned to new types of prob-
lems. There is no conflict now, any more than previously, between the 
functions of the Council as a small advisory staff unit primarily serving 
the President, and any new or old agencies entrusted with various other 
tasks either on the operational side or on the policy side. 

We are planning a small expansion of our professional staff, from 
20 to 26 (including the three members of the Council), to help carry 
our increasing work load. But we are still one of the very smallest 
agencies of Government, and we intend to remain that way because this 
is most consistent with the efficient performance of our type of service. 

The development within the Council of a small group of experts has 
received recognition in many parts of the Government. Some of the 
technical studies of the Congressional Joint Committee on the Economic 
Report have involved close cooperation between its staff and members 
of our staff. Responsive to requests, we have lent members of our very 
small staff for periods ranging from a week to six months to the Depart-
ment of Defense, the Economic Stabilization Agency, the President's 
Water Resources Commission, and in connection with the Report to the 
President on Foreign Economic Policies. While this has drained our 
slender resources, it has been useful to bring the benefit of our generalized 
work to bear upon the solution of specific problems. 

The work of the Council in recent months has been meshed with 
that of other agencies whose attentions have been directed mainly to 
the problems of a defense economy. 

A member of our staff, by request, sits in as an "observer" at meet-
ings of the National Production Authority in the Department of Com-
merce. This may be of some help to that agency; it also brings to us 
constantly information about developments in that sector which is essen-
tial for our own work. 

During the time when the head of the National Security Resources 
Board was serving as Coordinator of the various economic programs 
connected with the defense effort, there was a close staff relationship 
between his agency and ours. In addition, the Chairman of the Coun-
cil sat in at the regular weekly meetings between the Coordinator and 
the heads of various control agencies. This helped to make available 
to those charged with control responsibility the continuous study and 
thinking of our group without setting up duplicating functions. It 
also helped to bring the Council closer to activities about which it is 
obligated to advise the President. 

In certain aspects of the work of the National Security Council, bear-
ing upon the interrelationships between the defense program and the 
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whole domestic economy, the Chairman of the Council has sat in on 
an ad hoc basis, along with some other officials of Government. This 
type of coordination has also been carried forward at the staff level. 

In addition to our semi-annual reviews and our monthly Economic 
Indicators, which are published, the Council for several years has been 
making quarterly and monthly reports to the President on the economic 
situation. These reports, sometimes written and sometimes oral, are 
of course not generally available. Since the middle of this year, we have 
enlarged this type of service to include weekly reports to the President 
on the economic situation which highlight important developments. 
These reports, with the President's permission, have been circulated 
also to a few of the important officers of Government on the economic 
front. This has made it unnecessary for such officers to duplicate this 
particular kind of service in their own agencies. 

We hope to be able to perform the same kind of service in the case 
of other new agencies which have been set up, thus avoiding the necessity 
of having one unit servicing the President while another similar unit 
services some other agency working directly under the President. 

One of the chief assets of the Council is its divorcement from program 
operations. It is not charged with seeing that any particular job gets 
done. It does not have to "ride herd" on others or expedite their actions. 
It has no functions of administrative coordination, and issues directives 
to no one. For these reasons, it is in a relatively objective and unhar-
assed position to observe and study in their relationships the programs 
being operated by other agencies. This constant scrutiny of the whole 
economic situation as it is evolving, from a vantage point committed 
to no particular program or policy, was what the Congress manifestly 
intended when the Employment Act was passed. Such work has utility 
in normal peacetime. We think that it can be of increasing value in 
these more difficult times, when the very urgency of a situation which 
requires so many to attend to pressing details calls also for some applica-
tion of general perspective. 

The need for economic policies to accompany the military aspects of 
the defense program calls upon the Council of Economic Advisers to 
advise action which will surely test the American people. 

It has always been a source of pride in our democracy that the people 
are willing to take deliberate action to protect and strengthen the nation, 
whatever burden or sacrifice it may impose upon the citizen. We have 
now entered a long period in which the people must be asked, in support 
of the policy of girding for defense, to subject themselves to many re-
strictions and levies which they would not tolerate in more peaceful 
times. 
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That they are willing to have their young men torn from their families, 
their education and their careers, and placed in the front line before an 
enemy—this they have amply demonstrated. But are they willing to 
adopt positive policies resulting in the infinitely lesser hardship of 
economic restraint? 

To this question the whole country awaits the answer. Will some 
spokesmen for business insist that there be no restraint upon prices which 
would reduce business profits below the highest levels in history? Will 
some spokesmen for farmers insist that rising farm price support levels 
are sacrosanct in this period of emergency regardless of their nullifying 
effects on the effort to stabilize the cost of living? Will some spokesmen 
for labor, even during the emergency, insist upon a peacetime wage policy 
which would absolve those they represent from sharing fairly in the inevi-
table burden of national defense? These are blunt questions, but these 
and others like them are vital to our future. 

Is there going to be a scramble for self-protection, or common dedica-
tion to the protection of the United States? 

It is not only justifiable but essential that we be ever-vigilant to prevent 
any exploitation of the present emergency to strike down policies which 
have contributed to the economic and social advance of the last genera-
tion. But the hard fact is that our defense program cannot be carried 
forward faster, without slowing down on many other things. If every 
economic group uses its power only to protect its own position, or if each 
demands that it be the last to do its part, the nation will fail in its great 
purposes. 

To gain public support for stern policies requires that the public 
understand the reason why. Toward that end, this report is written. 
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