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COLONEL BT~NES: Gentlemen, experience has proved that in an 
all-out war, all-out mobilization to support it is necessary, in 
other words, economic mobilization, your course here at this college. 
But economic mobilizationdoesn't just happen. It has to be planned. 
It has to be planned in meticulous detail° Your whole course here is 
devoted to preparing you for participation in this planning or in the 
implementation of :to Dr. Hunter, our lecturer this afternoon, will 
start you out on this road. Pie is going to explain why many of the 
normal economicfor~es whichhave more or less free interplay in 
peacetime have to be artificially controlled in wartime° His lecture 
will intro~.ce to you the s~oject of economic mobilizationo 

Dr~ Hunter is especially aua!ified to bring this story to you° 
He has done a great deal of research in the field of American economic 
development, and he is the author of numerous articles and revie~{rs on 
economic history. I think we are veIv fortunate in having him here on 
our faculty and available for this assigmment. Dr. Hunter. 

DR, H~F~R: Gentlemen, t~o days ago General Holnm~n gave you a 
preliminar~ ~ view of "Economic ~[obilization," the suloject of our course. 
This afternoon I am going to take his talk as my point of departure. 

You may recall that General Holman likened the national" effort in 
wartime to a great pyramid, ~,~ith the armed forces at the top, serving 
as the cutting edge, the spearhead, of the Nation's war strengtho This 
c~"tt~mg edge, as he pointed out, rests upon a e~les of layers forming 
the rest of the pyramid, layers which increase in extent and in thick- 
ness do~,m to the bedrock of the Nation's moral and spiritual strength. 

Our course of study, too, can be likened to a p~ramid; and i n .  the 
orientatio~ unit the object is to prepare for the remainder of the 
course as bread and solid a foundation as possib]e~ This foundation 
may be s~a to consist of an understanding of two vc~r basic things: 
first, an understanding of how our national economy and our national 
gover~nent--our .political economy if you like the phrase--function 
under so-called normal~ peacetime conditions; and, second, an under- 
standing of the distinctive character, conditions, and functioning of 
the national economy and government when mobilized for war. 

Obviously, the American economic system and the Federal Govern- 
ment in its many branches are too vast and too complex in their work- 
ings to be dealt ~rith adequa.tely in the brief span of three weeks. It 
is not our intention to dealwith them in any such short span of time 
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comprehensively. That ~ould be simply impossible. But it is possible 
in this brief period at least to call attention to some of the major 
characteristics, conditions, and problems--characteristics and prob- 
lems which bear vet 7 directly on the scale and the intensity of any 
war effort. We can, if nothing else, obtain a new appreciation of a 
fact recognized by al] students of modern war; namely, that the so- 
cial sciences o,C economics, of administration and management~ and 
of go~e~nt gonerai!y are no less basic to the conduct of war in 
our times than are the physical sciences on which rest the extra- 
ordinal/ weapons and materiel used ~y the armed forces in combat. 

I am going to begin m y  discussion this afternoon with a defi- 
nition of economic mobilization. I shall then spend most of the 
remainder el the hour explaining what the definition means. So let's 
start with the definition: Economic mobilization is simply the process 
by which alltho productive resources of the economy are organized and 
directed in support of the armed i orces for defense or war. 

E~ this process ~hich w e  call economic mobilization is a by- 
oroduct of a military revolution, a revolution that has taken olace 
in the last generation, in other words, in your lifetime and mine. 
On the surface it appears to be the prod~ct of new military weapons 
and new military techniques and of the application of science and 
technology to ~arfare. It is obvious, of course, that it is made 
oossible by scientific research and development; but the causes go 
even deeoer. In a broader sense it rests upon the tremendous in- 
creases in productive resources and productive capacitywhich have 
taken place im the world during the past 75 years, chiefly in western 
EUrooe, the United States, and Canada. This new kind of warfarehas 
been in active preparation about the same length of time, but it is 
only Curing the last ten years that we have come to understand its 
full implications and to realize its full possibilities. 

Some ~ ~ ' Of ~e~tures this new warfare are easy to see and, in a way, 
to understand. Devices such as rockets, proximity fuzes, atomic 
bo~£os, jot propulsion, and radar are as spectacular as they are ef- 
fective~ Any one of us can grasp their importance quickly enough. 
For this reason the significance of science and technoio~y in war is 
widely appreciated, even if it isn't very well understood, by most 
of us. The key role of manufacturing in warfare is also videly 
appreciated. No chase of our recent war effort, apart from the 
strictly military phase, received more publicity and more praise. 
After all., this was the phase ~n which most civilians had their most 
direct contac% with the war. 

Put other aspects of this military revolution are much less 
well knov/n and much less understood. This is especially true of the 
cconomic aspect znd of the organizationaland administrative aspects 
of war. To most people the economic system, avon in its normal 
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operations, is pretty much of a mystery; to grasp the workings of 
a co~plicated war economy is something else again. It is with these 
nonmilita~ an~ nonscientific asoects of modern war that I am chiefly 
concerned this afternoon. 

At the outset it is important to recognize that combat is no 
longer, as it has been for centuz~ies, the principal part of warfare. 
This is, of course, a view that many in the military profession 
will be reluctant to accept. It runs contrary to long tradition 
and ex~0crience. Let me put it a little differently. ~Varfare is 
no longer, as it ~ias for centuries, principally the business of the 
military. The csvilian side of ~,~ar has come in many respects to 
overshadow tb- strictly military side. ~¢en ~:,~ithin the armed services 
a large propo~tion of the personnel are engaged in duties, such as 
orocurement and various supp~ ;~%tters behind the front lines, which 
ar~ mainly civilian in character~ Behind every man in uniform there 
are several civilians--men and women--engaged in activities essential 
to keep the military forces in the field, giving their time, labor, 
and, in areas within enemy bombing range, as we saw in the n-hropean 
and Far Eastern theaters in the last -~ar, often giving their lives, 
in the war effort. In fact the t~adition~l distinction between 
military and civilian is coming to b¢~vo l~ss and less meaning in 
wartime. It is quite probable that in th~ next war it will have no 
~.eaning at al].~ 

All this adds up to a very obvious but very ~.mportant fact, one 
stressed by Generc~l }[olman two days ago, and well worth emphasizing 
a~ain today. }Zodcrn vmr has become a struggle in which the entire 
resources of nations are pittsd against each other, it is a struggle 
not only between the productive resources such as mills and factories 
of the belligerent po~,~ers~ but it is also a struggle between %he eco- 
nomic systems, ~;hether capita:List, Communist, or Fascist, through 
which .these resou~.ces are nade effective for war purposes.. 

~bre than that, modern war has become a contest also between 
the gow~rnmental institutions, the organizational systems, and the 
administrative techniques and procedures necessary to mobilize the 
~conomic resources of the Nation for war° In fact, in the science 
and practice of modern war, a sound economic principle or a ne~:~ and 
effective administrative practic~ may be fully as important as, or 
even of greater ~uportance than, a new weapon or the outcome of a 
m~jor combat action. ~any of you may never have heard about the 
Controlled ~i~aterials Plan (C}~), unless you were here in Washington 
during iTorld War II; and yet C~ ~y well have been as important a 
factor in ~irn~ing the war and bringing it to an early close as the 
strategic bombing of Germany~ Some of you may remember here in 
Washington the bitter battle fought on the production front over the 
expansion of stesl capacity back in 19~0 and 19~l. There wasn't any- 
thing spectacular or glorious about it; yet the winning of this battle 
on the side of expanded steel capacity made an Gssential contribution 
to final victory. 
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USitl-: these preliminary remarks, let's consider the meaning of 
"Economic. ivbbiiization~" the subject of the course of study. }~:e are 
just beginning. 

The term "economic mobilization r' is r.,~ new one° However, it is 
simply an adaptation, obviously, of a much older phrase, "military 
mobilization." mm~ry m.obm.~mzaomon applies to the process by 
which on the eve of war military units are called up for service, 
equipped and ass:e~.£oled, and moved into position for action° 

The First %~:orld ~:iar introduced the term and the oractice of 
• • ~, ~'~hs.t we call "industrial mobilizatm~:~no The tremendous and-unfore- 

seGn demands for nunitions in the e~rly part of the war emphasized 
the .;h=portance of the industries which supplied those mnnitions. 
Before long economic resources other than industries felt the impact 
eg the tremendous Wartime de'~znds. But manufacturing industry was 
the principal bottleneck, or the most readily ~uderstood bottleneck. 
So the pi~.rase became industrial.~ mobilization. 

Sv:ceping measures had to bc taken to ensure ad~ouate supplies 
±or the armed services, In a vc_~ rca! sense, though not to the 
extent practiced in the recent wc~r by the belii~erent powers, industry 
came to be mobilized no less than the armed forces, although in a 
quite different vmy. That is, industry was organized, controlled 
and. directed so as to obtain the greatly increased production that 
was necessary,. ~:~anufacturcrs, for e~,mmp!e, were told what they 
could and what •they could no~ oroducc. Scarce materials were all~ved 
only to ~roduecrs of essential war goods, prices were brought under 
control, a beginning was made in the rationing of scarce consumer 
goods, and so on. 

The concept of industrial mobilization, created as a result of 
exp~.~icnce in the First World War, oroved veryuseful in the oostwar 
2car~ that followed. It drove home the lesson that it takes more 
than armies, navies, and air forces to fight modern wars. It empha- 
sized the ~portance of planning and preparedness for the industrial 
no less than for the military side of warfare. 

The. SeCond V;%rid ~iar brought into use the broader, more inclusive 
co~cept o£ economic mobilization. According te the definition i 
suggested a% the outset, it refers to the Drocess by vchich not only 
.manufacturing industry but all our economic resources are organized 
in support of the armed forces. The econo~, obviously, includes not 
only mant~factaring. It includes .$ransoertati.::n, power, and other 
utilitics~ It includes agriculture and mining° It also includes 
ghe financial resources and institutions of the Nation. It includes 
the elaborate systems 0£ wholesale and retail distribution, It 
includes the cc, m~nicatien industries--telephone, telegraph, and 
radio--and so on do~.~m the line. ~oreov~r, it includes equipment of 
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all so --~ ~ . ~'~7 .rts _ndushzl=± equipment, business equipment, and household 
equipment, from machine tools and conveyor belts to adding machines 
and file cases, ~r,~m sewing machines to refrigerators, egg beaters, 
and can openers. Finally, we nmstn't overlook a %vide variety of 
enterprises which in the last war were generally held essential, 

• o ~ the subject, for maintaining though there wore mln.r~.ty views on 
civilian moralc, such as the entGrtairnuent industry; the liquor 
industries, hard and soft; the cosmetic industry; and so on. 

The difficulties ~vhich economic mobilization presents all start 
from a single basic fact--that war increases tremendously the lead 
which the economic system must carry. The major dm~nds of the 
civilian population and of civilian industry.continue in wartime as 
in peacetime--some of them indeed greatly increase--and these demands 
must be met or the productive efficiency of the econcny will fall off. 

Then on too of these civilian necossitics are placed the tremendous 
requirements of a vast militarymachinC, which in the last war included 
more than ten uillion -~m, operating all over the ~orld, in a wide 
variety of climates and theaters, and using up goods and equipment at 
a tremendous rate. 

Lot's see what war does ~o the burden which the military establish- 
ment places on the economy v¢hen war breaks out. As late as 1939 the 
United States milita~,~y expenditures did not exceed 2 oercent of the 
national income. (By "national income" v~c moan the total annual output 
of goods and services of the Nati<n. ) But when this country really 
got under the war load in 19%3 and again in 194&, our total vmr outlays 
absorbed 43 percent of the national income--a national income tbmt 
vms three times as large as it was in the somewhat dcpressed years of 
the middle thirties. The major European powers were committed more 
fully to war than we were. Great Britain and Germany both devoted an 
cstirmtsd 52 percent of their national income to war purpcscs. 

N~ you not only have to.step up total national production to 
an ext{~.nt that we in this country in the thirties would have thought 
quite impessibie--this in itself might not be too difficult if everyone 
could continue turning out the same products as in peacetime--but you 
have to do something that is much more difficult than expanding prod- 
uctiono That is, you have to con~ert a substantial part of your prod- 
uctive capacity from making-the familiar and relatively simple things 
of peacetime to making the unfamiliar, often highly complex and difficult 
to fabricate, materiel of war° 

This prccess of industrial conversion, as it is termed, calls 
for new:equipment,, new tools, nevT types of skills, new typesof'job 
training,, and usually new plants in considerable n-m~ber as well. This 
changeover from civilian to war production is slow, it is ~iffmcult, 
and it is painfu!~ .It is costly in manpovrer, materials, and, above 
all, it is costly in time, for m~nny months are usual~yrequirod to 
make the shift. 
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"All right," you say, "we got it. Economic mobilization is a 
~vhale of a job. New that wc know what it is, how do we carry it 
out? How do ~e make it effective? Ho~ do we go about mobilizing 
the economy?" C~n we mobilize our economic resources for war 
simply by w.~rking harder, faster~ and more efficiently, by working 
longer hours and extra shifts, by cutting out all possible waste, 
and by reducing civilian consumption voluntarily to bare essentials? 
In other words, do we mobilize the economy for war simply by a speed- 
up of t~e normal peacetime processes under the drive of patriotism 
and on a purely voluntary basis? 

It is true that in this counter, as in England during the early 
part of the last war, there were large and influential groups who 
believed that this could be done--that we could meet defense and later 
war needs and at the same time carry on business pretty much as usual. 
This was the g~ns and butter school. There were many who firmly and 
honestly believed that the military needs could be put on top of the 
civilian needs and both met without disturbing the normal functioning 
of the economic system. I suppose there are still some--probably small 
in nu~ber--~o believe that ~e attained our enormous production goals 
in spite of, rather than because of, the elaborate system of War 
agencies and the comolicated controls which they administered. 

I think it is fair to say that today nearly all informed persons 
are in agreement that this is not true. There is general agreement" 
that our peacetime economy~ ~hat w~ call the free-enterprise system, 
operating normally, though under the sour of patriotism in the face 
of a national crisis, simply will not deliver the goods under v~r 
conditions. The plain fact is that the load which modern war places 
on the economy is so tremendous and so different from that of peace- 
time that, unless radical changes are made in its operation, it is 
fair to say the economy will break down° I v~nt to consider briefly 
why it is that free enterprise plus patriotism and lots of honest 
good will have little chance of carrying the war oroduction load in 
an all-out war. Let us pretend that it will do the job, and see what 
happens. It is agreed at the outset that we will not interfere with 
the normal functioning of the economic system, that we will simply 
rely on the operation of supply and demand in the free market. Every 
individual will be allowed to go his o~,m way~ make money in his ovm 
fashion, and make his own decisions. 

Just put yourself in the place of any ordinary, run-of-the-mill 
civilian, whether it be a manufacturer, a merchant, a ~orkman, an 
investor, or a speculator. A defense or a war armament program gets 
under way. The armed services begin to expand. Orders for military 
equipment and supplies of all kinds are placed in increasing numbers 
and incroasingsize. 
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There is, first of all, a general increas~ in demand, slow at 
first, but an increase which steadi3$~ gathers momentum. It begins 
first in industries which supply the goods needed and used directly 
by the armad services. But, of course, these industries depend upon 
many othors for materials and Supplies of all kinds. So a big arma- 
ment program, if maintained and enlarged, naturally provides a stim- 
ulus which spreac~s through the entire business, industrial, and 
..~xlcu.,_tv.I,~x ~±~-:,.~,~. Before long we have an armament boom under v,~y, 
and it grov;s steadily larger. 

This i~crease in denmnd soon leads to the appearance of shortages 
and scarcities. Thes.u scarcities increase and spread progressively. 
Scarcitie, s in one field give rise to scarcities in others. Substi- 
tutions ar~ att~mpted. Scarcities appear .first perhaps in production 
equipm~.nt g.nd in~stria! capacity for the finished items required by 
the a~ed services; but tht~y spres~d to critical raw materials, to 

~ ' "  ~ "  . . . . .  ~" and so on. skilled labor, to tr~soo.~t,;~ ~!on, 

The tightar supp!i(,~s bccom,~, the more anxious everyone is to 
obtain them. l~'k:nufacturers overorder to make sure of being able to 
fulfill thdir contracts. Thcjy build up big inventories to protect 
themselves or in znticipation of additional contracts. They hire 
more workers than are i~ediately needed° Speculators enter the 
field, quite naturally and legitimately, performing their nor~iml 
function in a free market. They see opportunities to make a killing 
by buying up equipment which they anticipate will be in tight supply 
in a f~vr months or so; they do the same for rmv :~,teria].s and even end 
products. They make the most of the speculative opportunities pres- 
entedby a grovring boom. Even consumers before long discover v~b~.t 
is going on, and they too try to gGt into the act. Fearing shortages, 
they begin to stock uo with consumers' goods--nylon stockings~ canned 
goods, el(~ctrieal equipment, and so on. 

So it goes. All these influences react upon and stimulate each 
other. It is not necessary to refer to the Second World War or the 
First Vibrld ~.~Far to obs~;~rve these forces at work. We have all seen 
them at v;ork in th~ last t~,o months, since the bcgir~:~ing of the 
][cream crisis. Take, for example, the country-wide rush of house- 
wives to stock up ~,rith sugar. Increasing shortages and mounting 
demands result in rising prices, as we have seen in recent weeks, 
Der~2.nd is in many ar~.~as to all effects and purposes unlimited~ because 
the rcauirements of the armed services are so tremendous. Supply~ on 
the other hand, can be increased only slow!y., since you can get in- 
creased supply only by getting increased production; and once you 
have increased .output to the limit of productive capacity, you can 
~J.~j, get ~d~_t~J.. production through new facilities, new equipment~ 
and elaborate employee training programs, all of which take time° 
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T~at h~.ppens wh,~n demand gets ahead of supply and stays there? 
Prices~ of course, go up and. up. Under the normal operation of the 
freo-onteroriso system this is fine. That is the ws.y it works. 'Yo~ 
get increased ~oroduction by making it more attractive to produce~ by 
raising %he ante, that is, prices, by getting r.~.am~.facturers to work 
extra shifts and to out in new equipment. You will in time have new 
manta.lecturers e~tering the field~ especially when production methods 
ar~ relatively simple. But~ v~-hen supply can't catch u0 with demand 
because the demand is so %remendous~ prices take an uF~¢ard spiral~ 
Then ~r,hat we get is inflation, because the increased prices of one 
man mean the increased costs of the fellow he supplies, and his 
increased costs are in turn reflected in higher prices for his goods, 
and so on~ round and round and up and up in the familiar inflation 
spiral. 

Thor(.i s~re some who have argu~od and who will argue that specula- 
tion~ mounting scarcities, profitaerinz~ and inflation don'% greatly 
m~..ut~r; that the important thing is to get production. Noney costs 
don't me~tter too much~ because the Government can aint<aye raise plenty 
of money through taxes and ~~,ar bonds. They argue that if we give the 
armed services unlimited funds~ they can get what they need, simply 
by outbidding others in the market, The{re is nothing like high prices 
and high profits as a means of expanding prodactien. After all, the 
argument runs, you can always recapture profits through taxation~ 
This line o£ reasoning appeals especially to businessmen, for it is 
profits that provide the dynamics of our f~"ee-enterprise system~ 

The only trouble with this method of getting production in 
wartime, however, is that it simply will not work. A mz.jor objective 
in a war economy, it is important to remember, is a maximum diversion 
of eroductive resources from Civilian to military uses, a!l~ring the 
economy- itself only enough to keep it in efficient production. You 
~.~i!l not Zet this maximtml diversio~ under the normal functioning of 
the economic system° Let's see why° 

J~ uncontrolled ~..'ar boom, instead of trimming the civilian • fat 
from the national econom.:g for use by the armed services, simply adds 
to that fat. The boor.".., not only brings high profits ; it also brings 
increased ~3mplo~.~ant, longer hours~ and overtime pay~ It brings 
both higher wage rates 9 because wages begin to go up along with 
prices~ and still hi~hor take-homo pay° It brings greater job 
security. All this, you see~ adds up to steadily rising civilian 
ineomes~ These rising civilian ineomes~ quite understandably, are 
quickly converted into rising de,ands for consumer goods° Instead 
o£ civiiia,u demands contracting to make way for military production, 
they compete with military demands. The civilian war goods indus- 
tries haw~ a war boom of their o~m~ With easy pickings in their 
normal lin:~s of production~ many manufacturers will be reluctant to 
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take on the headaches and uncertain benefits of war contracts. The 
civilian producers absorb manpower, ~terials, and equipment that are 
badly n~eded to make possible increased production in the war industries. 

This is a very serious situation, because under the conditions 
I.m assuming here--the nornml conditions of a free economy--you can't 
do much about it exceptwrite letters to the editor and make speeches 
appealing to patriotism~ It doesn't really get us anywhere to have 
the armed services trying to outbid civilians in the market, because, 
after all, the funds that the armed services distribute through pro- 
curen~nt contracts simply filter dovm into the hands of the civilian 
consumers at the other end of the line. 

An uncontrolled war boom of the kind I've been describing, inter- 
feres~ithwar production and the ;~hole war effort in still other ways. 
It leads to unstable and often chaotic markets. It introduces un- 
certainties and confusion inalmost every phase of production. The 
typical producer, the businessman, never knows where he stands. He 
doesn't kno~hat is !~oing to happen three or six months from now and 
often even two weeks from nov~. It results in production tie-ups as 
a result of the fact that some manufacturers have stockpiled on their 
premises a lot of materials that they don't need for the moment but 
expect to need a year, a year and a half, or t~o years from now. Even 
the government services are not exempt from this kind of stockoiling. 
I read in the papers the other day that one agency had accumulated a 
247-year supply of manila folders~ 

One of the ~orst of the effects of ~xlflation is one that doesn't 
hit production directl~T. Inflation affects different classes of people 
~3venly. V,~ile some benefit, most groups suffer during inflation, 
because, generally speaking, the incomes of ~vage and salary groups-- 
especially salaried persons--lag behind prices. Those with fixed 
incomes based on pensions or securities suffer most of all. The 
result is much discontent and much criticism. There are charges 
and countercimrges by labor, by management~ by farmers, and so on~ 
that each is benefiting~ by profiteering or othe~;ise, from the war 
v~hile the others are carrying the burden; thus inflation becomes a 
source of internal dissension and a boon to enemy propagandistsQ 
It creates lov~ morale at home, and this spreads inevitably from 
civilians to the armed forces. 

All that I have said so far is perhaps pretty obvious, even" 
elcmentarsT; but it is absolutely fundamental. In a free economy, 
operating without government direction and controls, raw materials, 
labor, and industrialcapacity tend to be channeled into those areas 
~here demand is greatest, profits largest, and the work easiest, and 
not into those areas where the need is greatest for the effective 
prosecution of the v/ar. 



The inescapable conclusion, based on all the evidence, is that 
a war econoi~y must ~ of necessity be a planned economy and a controlled 
economy~ I~lateria]s, manpo~ver.~ equipment~ and facilities must be allo- 
~ated by one means or another tO users in the amounts and in the order 
of priority determined by war needs® In n~2ny respects this concept o£ 
priority is ~the central concept in economic mobilization--that, is~ who 
must .get ~vhat, .and. vrhen, in. order to have-the goods necessary to carry 
out strategic plans and attain strategic goals. • Priorities for the 
essentials required to meetstrategic objectives cannot be determined 
by Competition in the open market~ They have to be established and 
they.have to :be enforced bs: a central authcrity~ 

So in economic mobilization we deal continually,v~ith many kinds 
of controls--controls that are contrary to the principles of a free 
economy; controls over materials, manpevrer, prices~ ws~ges~ exports~ 
~.~r.~d~ ~ all the resto ~;'~]~at it really adds up to is this: To mobilize, our 
economic s~stem for ~.var is" to organize and run the economic system as 
one great factory, as a tremendous national enterprise, in ~vhich tens 
~ thousands of large-scale productive organizations are subordinate 
carts and all these parts must be coordinated and kept in step v;ith 
each other as clos:~ly as is hi, manly possibl, e.~ 

It is clear from what I have said that there is a lot more to eco- 
nomic mobilization than converting factories from civilian to war pro- 
duction and Stepping UP production all. along the line. Production 
problems, of course, in themselves are veI~ difficult ones, but they 
are problems in ~hosesolutienwe ~ericans have Iong excel!ed~ The 
most critical problem, ho~ver~ is not directly in the field o£ pro- 
duction~ it is the problem o£ keeping the economy stabilized andco- 
ordinated, and of'keeping it from running v~ild as a result o£ the in- 
flationary pressures that arc so povrerful, inflationary pressur~s~that 
are not subdued simply by passing a mum=her of la~s. The market, operating 
through supply and denmand, and through prices, breaks dmvn as the auto- 
m~tic regulat6rand coordinator of the economic system, it breaksdown. 
for the reason I havepreviously stressed--that supply and demand are so 
far aoart they cannot be brought together or even reasonably close to each 
other~ Therefore it isessential that the Government intervene to pro- 
vide the balance and the coordi~tiom that the free market supplies in 
peacetimOo And this is done, artificially if you !ike~ through the types 
o£ controls I have described. 

This brings mo to w~:<t in my mind is in many ways the greatest 
practical problem in mobilizing outeconomic system for war. This 
is the problem of set~ino upl the organization, and establishing the 
administrative techniques and procedures for operating the essential 
controls. It is a ~roblem of extraordinary difficulty, for many 
reasons. For one thing, the cards are Stacked against those vrho are 
charged with this tremendous task° To begin with, the control functions 
are not performed in peacetime. It is necessary ~o start from scratch 
in building up the control agencies, either within the established 
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deoartments of the Govcrrmlent or as new and independent defense 
agencies° And these vital agencies have not only to build u~ 
their organizations and recruit competent personnel~ but they 
hav~ to train their psrsor~el and acquaint them withthe job to 
be done. 0fton~ as in the last war, it is necessary first to 
dc~rmine ana define the nature of the job itself° The agencies 
must devise and per£ect the complex procedures essential for doing 
this job~ They have to determine What facts they need, for the 
£actualdata required in wartime aredif£erent in many respects 
from those that arc used either by government or businessin peace- 
time° 

The job of asse~))ling relevant data is a vital one and a slow 
and difficul~, one. Yet v~th the facts, the Administration will work 
bli~d!y, in both the formulation of policy and the administration of 
policy° Then, ~oO, there are great difficulties in overcoming 
resistance to the imposition of ~artime controls. Highly individual- 
istic people such as ours have in previous wars b6en very reluctant 
to accoptwithout a struggle the regimentation involved. Thero'are 
powerful pressure groups, representing every important interest, that 
protest, obstruct, and resist in one way or another both the intro- 
duction and the ooeration of the system cf controls. Today it is 
worth noting, hovscver, that general public sentiment see~s to favor 
controls rather ~holeheartedly. Even the pressure groups that in 
the past have fought so persistently one type of control or another 
appear less actively in opposition° 

Another problem that the control agencies have to cope ~'~th is 
the political probiem~ Partisan politics get very much into the 
picture, and this naturally adds to the Uifficulties of the war 
agencies, 

Finally, the very size and complexity of the job of administering 
the war economy by the central government, that is, in this country, 
the Federal Government, presents enormous difficulties. We lack the 
kn~:~vledge, the understanding, and the experience needed for the job, 
though we arc bettor off todayj in many respects, than we were at the 
bezinning o£ the defense crisis of 1939-1940. We do have the recent 
cxperiorce of the last war rather vivid~- in mind. Owing to these 
numerous difficulties, a shift from free economy to a ~lanned and 
controlled economy is a slow and cumbersome process. 

Obviously, economic mobilization is a subject of the greatest 
i~ortance to the armed services. The scale, the intensity, and 
thc~ duration o£ a~T military effort depend on the effectiveness with 
vfnich this mpbilization is carried out. General Holman pointed out 
that the armed services are simply the cutting edge of a great war 
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~chine cmbracing~ all the resources of the Nation~ A primary 
condition of success is close and effective teamwork of all parts 
of' this mach~e~ and especially betw~een the civilian and the 
military parts. 

It is absolutely essential that the armed serw-ices have an 
a~.Yareness an~ an understanding of at ].east the fundamentals of 
~c~n,~m_.c-~ ~ ~ ~om~zz~tmon'~" ~ " --of its gener~,l ch,~.racter and necessity and 
of its principal conditions a~.d major problems. Military strategy 
must be closc~ly related thro~.ghout to th~s ability of the economic 
systemto support the operations called for by that strate!~y~ The 
cco~iomy has te sup~0ort these oi~crations ~ith manpower~ shipping~ 
aircraft, military equipment, and supplies of &ll kinds. For the 
services to ask for too little is, if not to risk the loss of the 
~r, to risk prolon;~ing it and adding to its human and material 
costs. PGrhai~s an even greater ~nger is tha c~anger of causing a 
breakdo~'n of the eecno~y and conc<~ivably the loss of a ~var by 
insisting on t,uo much. 

Sem~:~ of you ;~my feel that these ~~.r~ overstatements, that I am 
exasgerating the role of the economic factors in v:ar. 0r, ~<~hile 
admitting their i~crtance, you may feel that the r,~spbnsibility 
for them is a ci~iiian r~s~.~onsibility and not the particular concern 
c~f th~ military. General He!man spoke on this point the other day. 
and~ ~oecause it is so important~ I am co ing to stress it again this 
afternoon. 

Fe~- inside the mi!itsr~£ establishment today in positions of 
responsibility accept the view th&t the military should have no 
interest or concern writh economic mobilization. The fact is that 
to an imnortant degree the econ~mic factors in ~artime are a direct 
military responsibility~ because the armed services have primary 

~-° economic m~bilization .and that ~or one major phase ~± rosponsibility ~ 
is military pr<0cure~ent, Th0Y design, d.~v<~!~Jp, and nlace contracts, 
and they supervise the execution of contracts~ for all their supplies 
and equipment. 

In carr~;in~ out this procurement in ~artime the services exer- 
cise tremendous purchasin~.~ po~ver in every i~.portant national market. 
Our total war outlays in 1943 and 194L came to over 50 billion 
dollars or some A3 pe'rcent of the national income. Of these 
astronomical sur~s the services spent about three-zourths. The 
impact of such purchases~ concentrated in the hands of what is n~.z 
a sim~!e great defense agency, on the econ~my is tremendous. It 
can be compared to economic ~ynamlte in its potential effects upon 
the w~-~r~.l~l~'~'~ ~ .... our ~c. n~.mmc~ o ~, " system. Unless it is handled with the 
greatest care~ it can ~2r0duce very great harm. .• ~here is no use 
puttin,g controls on civilian producers ~ ~ • ~.nc~ on the ~ civilian consumers 
if the services themselves in oxercisin C this tremendous economic 
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influence do not ~xercise restraint and intelligence and handle 
their procurc1~.tcnt opera~ions'~;i'th iite]ligenc.e and care.. Badly 
bane.fled procurement can disorgt.,.nizc r~arkets, stimulate speculation, 
create serious sh(.~"tag3s, and. promote inflation° These devel,~pments 
in turn -vT'±ll lead to productive inefficiencies and can seriously 
hamoer the attair~ment of production g~"~a!s~ 

It is unnecessary t~ la~or these ooints further. Throughout 
the course the great economic responsibilities of the armed services 
in both peacetime and wartime will be stressed. 

In closing let me recapitulate briefly the principal points that 
I have emphasized in my remarks this afternoon. 

I have given you a definition of economic mobilization~ There 
is nothing sacred about this definition, especially on a word-by- 
word basis. Economic mobilization is simply the process by which 
all the resources of the Nation are organized and directed in support 
of the armed forces for defense or war° 

~ first major point is that modern warfare is not simply a 
conflict between armed forces. It is a struggle enlisting all the 
resources of the belligerent p~vers. 

Second, the load placed by modern war upon the economic resources 
of this Nation is so tremendous that our full strength cannot be 
mobilized without important changes in the functioning of the free- 
enterprise system. 

Third, the free-enterprise system cannot be mobilized effectively 
simp~yby speeding up the normal economic processes of peacetime. A 
u, ar economy is of necessity a plamned, controlled, and directed econ- 
O~yo 

Fourth~ the administration of the controls for the direction 
and. coordination of the Nation's resources is the central and most 
aL..~zcu±t problem of economic mobilization. 

Fifth, an understanding of the nature and problems of economic 
mobilization within the armed services is essential for two basic 
reasons: First, because it is necessary to obtain close and effective 
coordination, of the mi!itaryand economic phases of an all-out war 
effort~ a coordination that works both ways; and, second, because 
responsibility for the conduct of a major aspect of economic mobil- 
ization rests by lavr as well as by long tradition with the armed 
services, that is, the procurement of all military personnel~ equip- 
ment, and supplies. 
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Now let me.make one final point~,!~n closing. Imthe preceding 
classes of the po.gtwa~k~dustrial Cell.ego from 1946 t o !950~ ec- 
onomic mobilization wa~ai~vays something that belonged to and had 
taken place in the past~ This C!as~"'i~as the extraordinary oppor- 
tunity~ denied by circumstances to previous classes, of observing 
economic mobilization at first hand. This Country is, of course~ 
in the-early or defense stage of mobilizing the econon~ for an 
emergency~ an emergency the ultimate scale and character of which 
is not oossiblo to foresee. This emergency not only gives added 
ooint and meaning to our study; it will contim~ally provide us 
~ith fresh data and valuable illustrative material bearing on every 
chase of the course. For this reason the newspapers will be an 
indisoensable textbook, though not on the required list to date. 
Inevitably and desirably, our co~rse has lost a great deal of its 
academic quality. Thank you° 

GE~,~AL HOL~'~AN: ! noticed ths.t you used the personal pronoun 
"~,:e" in the @slr].y part of your talko Tfou!d you explain to us the 
authority a~d the programz~ng of any particular economic mobilization 
plan~ and briefly ~:ho a~ministers it~ ~':ho handles these economic 
stabilization controls ? 

DR."HL~qTE~: Thank you. I am glad you caught me on that. I 
get into the habit of using "weo"~ This ~as not the editorial "we," 
in other ~ords, myseif~ Nor did it refer to the military estab- 
lishment o:[' which all of us present are a part° I meant rather 
~'we~" the Nation, 'twe" Az~er:Lcans° 

Actually, the military cstabiishment has only a limited 
responsibility on the planning side with respect to economic 
mobilization,, and this relates chiefly to procurement and related. 
measures of industrial preparedness. 

R~ior to ~orld YTar iY~ planning for industrial mobilization, 
as it was then kno~,~ up to 1939, ~vas a statutory responsibility 
of the TZr Department. It ~Tas supervised and coordinated by the 
Army and Na~ ~:unitions !~oard. The _'~,2~]B operated as a joint 
planning ~::gency during t h e  1930's~ planning for what v~as then 
called industrial mobilization. As a result of the Security Act 
of i947 and its amendmcnts~ planning for economic mobilization 
has been divided uo into t~vo segments. The responsiNility for 
p!annin~ for the military aspects ~vas assigned to an enlarged 
~':hmiticns Board~ ~:hich now has a statutor~y basis° The National 
Security Resources Board--a new, independent agency~ responsible 
to the President--~as Set up~ ~ i t h  the r~'soonsibility of planning 
for economic mobi!izatio~ in its over-all aspects° So ~¢e have these 
two economic pi~nning agencies--one is military~ the ~::'~nitions Board~ 
and the other is civi!ian~ the National Security Resources Board. 
It ~-as generally acceoted and understood back through the twenties 
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and thirties that, Whereas Congress had assigned the responsibility 
of piarming as of that period to the ~@r Department, actuallywhen 
an emergency came, the actual administration of the war economy, 
apart from procurement, would be in the hands of civilian agencies 
established for the purpose. 

QUESTION: You mentioned in your talk that in 1939, 2 percent 
of the national income was spent for defense. Then you went on to 
say that it reached a oeak in 19A3 and 1944, where it was aeout 43 
percent. Can you tell us how much of the national income we are 
spending now for ~ational defense? 

DR. HUET~R: I can't be too exact but i believe that prior to 
the Korean crisis the military budget was around 15 billion dollars. 
Our national inc~me has passed the 250-bil!ion mark. I thiuk new 
it is at the rate of approximately 260 billion dollars a year. Is 
there a mathematician in the audience who ~II figure that out? 

~!R. },[L%[CY~ It was reported last week at the rate of 270 billion 
dollars for the last quarter. 

COLOneL BARNES: If you call it 250 billion and add the IO 
billion they have just asked for to the previous 15 billion in the 
budget that w'/ll make it 25 out of 250 billion dollars. We can all 
figure that. 

DR. I~NT~: Ten percent. 

QL~ST!ON: In line with that same question, you indicated tbmt 
it is not possible to add a tremendous military expenditure to our 
civilian expenditures without setting up a system of controls. Now, 
if we go into a period of partial mobilization--and, obviously, no 
one can oredict how long it would last or whether we will eventually 
go into total mobilization--do you think that we could maintain our 
military expenditures at double our current rate, that is, 20 percent 
of our national income? 

7 • 

DR. HU_t[~ER: YoU mean up to 50 billion instead of 25 billion 
c i o t ! a r  s ? 

QUESTION: Yes. Do you think we could maintain that and still 
avoid a completciy controlled system such as we had to impose during 
T~orld War II? 

DR. HL~TER: T~ether we can do that without complete controls 
is a little difficult to say. But I think we are at a point now 
where our economy, even before the sum of !O billion dollars is 
added as a result of the Korean crisis, did not have a great deal 
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of slack left in it. You can do something mere to increase pro- 
duction. You can put on extra shifts. You can pull more women and 
older men back into war production. It may be that the pinchwil! 
come first only se!eOtively, on certain types of raw materials. 

In my Dudgment~ I think we cannot go much beyond the point 
where we are now~ithout instituting some kind of limited, partial 
controls, like spot controls to deal with critical situations~ 
~ether we could double our present expenditures without full- 
scale controls is difficult to ss~. I am inclined to feel ~hat 
we would get pr:~t~y cl~se to full cohtrols. 

QUESTION: Is i% p~ssib!o merely to have partia I controls? 
Can we ~stab~ish in this economy of curs a degrde -bf control that 
is something less than full control and somathing more than a free 
economy? Do you think that is a feasible approach in the current 
situation? 

:DR. HI~TERI l.think it is feasible. We did it in %he last war. 
We didn't have all~6Ut:controls. We didn't have complete controls 
o£ our~mhporrer. Other controls were o£ a very l~ited character. 
Our ~rofit controls •mere carried )nly so far. Ee di~n'.t nationalize 
industry. ~e did allow free enterorise tn function, both a.s regards 
industryand labor and as regards the farmer~ within a certain 
restricted area. 

o. 

Of course, sometimes it seems that it would be simplest to go 
directly-into all-out controls o It would seem to solve so many 
problems if we could only go all out. But throughout, in dedling 
with problems of this sort, one has continually to work and think 
in ~e~Is of the ~ublic response to %he situation and to the methods 
orooesed for dealing with the situation. 

A vio~ widelyheld among those who have given much thought to 
the problems of econemic controls, is that the public has to be 
convinced that there is a real necessity for controls if such 
controls are to be.effective~ then.the public will go along if they 
are convinced of the necessity for the controls. But if the public 
isn't convinced, it doesn't do you much good to put the controls 
into effect on a paper basis, because you will simply get evasions 
and violations of the law, black marketing, and that type of thing. 

~STION: Some o£ the questions that have been asked seem to 
be predicated u~on the oremiso that we are not now in a controlled 
economy. Is it not true that our present economy is partially 
controiled~ ~_th stockpiling, draft, OPA, and such things as that? 
Isn't that a part of economic mobilizat&on? 
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DR~ HUNTER~. That is t~:'~e, in a sense. We have many varying 
degrees o£ control~ To the extent that we have the draft, we have 
a manpowe r control, though here it is for military rather than for 
_oroduction purp~s~s. . ~'~ith reference to stockpiling, ~ ~ think there 
you have a type of control. It is a rather indirect type, and it 
has not been carried out very aggressively. The Stockpiling Act 
has boon administered so far as possible pretty largely by going into 
the ope~ m~kc~ and buying certain raw ~teri.als. Those responsib!c 
for a~inistering the act have been very sensitive to industry's 
response to the carrying out of the stockpiling law, and to industry,s 
pro ~os ~s o 

You may recall that when thn S toakp~lih& Act first wont into 
effect, there wore some prot(~sts from certain areas~ "How can we 
re, convert industry tc peacetime pr~d.uction if we can't get these 
materials?" There was an article in the "New York Times~'~' business 
section, this n,~rning about a meeting of some industrialists in 
which the stockpiling activities came under criticism. The impli- 
cation was that too much of it ~.:as being done in the wrong way~ But 
for the most p.?~rt stockpiling operation has been an opcn-m~rket oper- 
ation, that is, a free-enterprise system of cperati,~n. The industrial- 
ists have not gone in and confisca:bed or commandeered supplies of ma- 
terials that they °~vant to stockpile° 

COLOneL BARI'[ES: ! think it might also threw a little~bit more 
light on that question if' you distinguish in your minds between ec- 
onomic controls and measures for economic readiness. The stockpiling 
program is an economic readiness measure, v~re are preparing in peace- 
time so as not to get caught short in wartime. Priorities, allocations, 
price controls and rationing--those are economic controls that are put 
into effect to change the normal system in order to get mere for the 
militar~ from the output of the economy than would normally be the 
case without them~ 

DR. HD~TER.~ i might add. another point there. There are many 
who feel that we no longer have a free economy in this country, oven 
ouite apart from any economic mobilization; that the regulations that 

~ ~o ~ n mnmy ~urrotuud business ~nt~,~pr~s~ in so ....... fields have gone to the point 
where there are decided limitations at least upon the free-enterorise 
system. ~O~e have a dozen or more Federal regulatory agenci{~s--tho 
/m.terstate Commerce Commission, the Federal Prover Commission, and so 
forth. So ~;~hen we speak of having a freo-onterorise system here~ it 
is well to remember that in some respects we have a regulated economy~ 
an ecano~ which is in certain important respects regulated oven in 
peacetime. ]Te ~;rill get into that at a later period of the orientation. 

QUESTION: I have two questions. First, don't agricultural parity 
programs constitute an economic control? 
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DR. HUNT~.: Yes. That is a control established in the 
p e a c e t i m e .  .... e c o n o m y °  

QUESTION. Any further steps ~'ould be simply an extension of 

that ? 

DR. HITI',~ER: It might well be simply an extension but one 
designed to direct agricultural production into those fields where 
defense demands ~-ould be heaviest. 

.~o±.~ON: if it, is done ski].fuliy, the public is already 
conditioned te the extcnsicn o£ controls? 

DR. HD~.~T~R: in a measure, yes. There are always problems %o 
be faced in obtaining acceptance for any Im': establishing'a new kind 
o£ regulation or-control: Ho~'r ~ri!l the pt~blic in general, and how 
~,~I! specific interest group~ respondto the situation. 

QD~S~i"!ON: _~,'~y-other auestic.n is the main one. The controls 
during 1"f'.~r!d L'ar Ii were administered b.~T groups r.~cruited from 
industrialists~ Right now, in the first steps that we are taking 
for m~,bilizati,'m, the"idea seems to be that the established ~overn- 
r:ent civilian a;~encies a~"e c].aimtu~t agencies for various control 
functionSo ~' ~ ±n,.].~e must be some colitical considerations involved in 
%h.at decisi.on. I don't suppose we will ever get away from thos~ 
political cons d r.~+-'o But aside from that what i:s your idea 
as to the relative merits of. control boards recruited from industry 
and controls, say, located in established government bureaus? 

DR. HT~,TT~".:~,..: You have .touched on one o£ the most debatable 
issues in the field o£ economic mobilization. To give an adequate 
answer ! would hhve to hem and haw on the pros and cons, and it 
would rea!lybe quite a discussion in itself; and among the various 
melt.hers ,of the staff and faculty here there would be hands going up. 
It is a thing that has been debated back and forth by evcry class~ 
It is a majer issue that has been debated by each class since the 
end of the ~,~ar. I don~t mean %o brush off the question--it's a good 
auostion--but it would ~e% me into toomuch hot water for this afternoon. 

COLOI~L BA~.~d'4ES: I might add that ten. months from now you will 
still be ~:orrying ~foout the answer to that same question, only you 
~,'ill be doing i% in a report® 

QUESTION: In that same co~¢nection, the p'oint has been made that 
the three military deFartments and the ~,[unitions-Board have onlyone 
side of this whole econ:,~mic mobilization ~icture, that the real ad- 
ministration of it is normally a civilian £unction~ You have made 
the point that it is no longcr an academic question° 
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V T T ~  DR. HL}.~2~.~: That is correct. 

QUESTION: 7fe are moving into it clearly here, but I have never 
heard of any training school, such as the Industrial College, for the 
civilians ~ho are going to be on this civilian side of the picture, 
the opposite numbers of all these gentlemen in the military side of 
the picture. Is there any such scho<'l as that, or has there ever 
been one? How dc v~e get the training for the civilian administrators 
for their part of this program? 

DR. I-~qTfER: Your p~int is a very interesting one. There is 
no such school. I think General Holman pointed out the other day 
thnt there are ~a number of universities that are beginning to intro- 
duce courses in economic mobilization° The various government agencies 
are sending a number of men to parfoicipate in our course~ Last year 
~-m had the first quota. ~7c have a some~h<t larger quota this year~ 
But that is the annoyer. There is no such or[~anization. 

No~ ~, h~.~ arc they Gottins the train.~m~j? 7~e!l, that is something 
else a~ain. The Natir, nal Security Resources Board in its work with 
industry csmmittces of many kinds represents, i presume, if not 
trainin£~, at least giving the men of business and industry ~'ho are 
associated ,~ith those co~:mlittoes contact with and av~areness of the 
type of oroblems that the !~SRB and the ~,gmitions Board are working 
upo n • 

Q~STION: We read a great deal about labor unions clamoring for 
price controls but opp~sing v~ze controls. Is one feasible without 
the ether? 

DR. HUNTFR: ! think the consensus of those ~ho have given 
careful attenti~n to the problem and of those within the Government 
resoonsib!e for dealing with it is that the two things are not 
sepan~ble; that they are tied together. ~eryone can understand 
why the labor unions make this demand. It is good tactics if 
nothing else. Perhaps they rm.y see some advantage in it. But the 
t~-o things are inseparable. 

QD~STiON: I understood you to say that y6u felt the establish- 
ment of adequate administrative ~,~.chinery for control procedures was 
exceptionally ~portant i~ economic mobilization° I wonder whether 
you would go a ste~ beyondthat and say that it is not only necessary 
to establish administrative machine'ry, tbut is, to establish proce- 
dures ~hcreby these controls could be se~ up, but the really important 
thing is to set uo the statistical or economic techniques whereby you 
can measure the effectiveness of the procedures~ the controls that 
you establish~ 
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DR. H!2,TT~: Certainly that is a vcry essential thing. Unless 
you have the mach incmY for gathering adequate statistical data, you" 
are compelled to work nora or less in the dark. In both !7orld "Jars, 
cspeeiaily in the Second ~[~orld T~ar, ~£nere controls wore the more 
numerous ~nd complex, one cf the major problems was to get an adequate 
statistical base for determining po].icy in the first place and for 
use in checking upon the effectiveness ~ith which policy was admin- 
istcredo 

QUESTION; The "bad boy" in your definition of mobilization, 
.- ~ or industrial., seems to be the arnica forces° It whether e c,..n.~m~c ~ 

a~ears to me that in .... ~ "~ . _  mc'ol±~z~t~cn the armed forces, although they 
do take a ~re~%.~ increased lead, are not the ~nly bad boy involved. 
%7ou!dn't it be better in the defirE%ti~n %o leave the armed forces 
out of this ~ictume and say '%0 meet the emergency regardless of where 
the e~ergency may be," whether it is the armed forces or industry or 
~[hether it is the }~!hrshali Plan, using up s~ billion dollars a year, 
that is " ~  " ~ '  ~ .... >_~:~ it? 

H~3T,~R. i am sorry to have given the impression that the 
armmd, f::rcos are the "bad bo~" in this field. 

Q~STION~ Ln the ~e!mnmtmon in each case the armed forces were 
the ones that were n - ~  the economic mobilization. 

/ 

DR. "~T~T~m. Oh, no. 

Qt~oTIO~'J. It isn't the armed forces, as I see it; it is the 

emergency ® 

DR. HUNTER. ~ That is right. I had no intention of suggesting 
or implying that it was the armed forces. 

~UEo=IO~,: i wonder if in the definition we couldn't leave the 
armed forces in words out of the cloture and identify i% as the 
emergency onlyo ']!he armed forces may take part in solving an emergency, 
but in the case of the i~arshall Plan the armed forces are not the ones 
that are solving the emergency at all. The ~,~rshall Plan is doing it 
there. Vie are shipping our goods, part of our economff, to Europej not 
for our armed forces, but for~ i guess~ our allies. 

DR. HUNTER~ In the definition I am simply recognizing the fact 
that the armed forces do present the military front and that therefore 
everything is secondary in a v rat economy %o supplying the Nation with 
the equipment necessary to carry on the war, If you will feel happier 
in substituting "I~ation" for "armed forces~ " the change might be made. 
But the armed forces still are charged with their traditional respon- 
s ibilit ie s. 
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QUESTION: That is the point. Is everything secondary to that? 
In]Vorld %~rar II was everything secondary to supplying the armed forces? 

DR. HiH\iT~ Ideally it was; practice didn't always correspond 
to ideals. 

T "l T • QUES~._ON, Or was ~aintaining the economy of England equal to 
supplying the armed forces? 

DR. HUNTER: l~len I say "secondary," I mean this, of course, in a 
qualified sense. Everything is not secondary to the maintenance of 
Imerican institutions and ideals--the things we are presumably fighting 
for, 

COZOI'~L BARITES ~ Tge might say that economic mobilization is 
supporting the military effort, or we might substitute and say it 
is supporting the national objective; but normally in a ~artime 
economy the military effort is the thing that stands out in front. 
During the last ~ar lend'lease to Russia or keeping the people fed 
in England was all part of that military effort, part of the national 
objective. 

~R. LI~SERICK: I believe you made the point that approximately 
I0 percent of the national income is required for this partial mobil- 
ization that we have gone through or are going through no~ due to the 
Korean situation, and that in World V[ar I! approximately 43 percent 
of t}le national income was required for the mobilization. Have we 
esti~mted or do ~e kno~{ what percentage of the national income would 
be requirsd for a total 7~ar effort? 

DR. HD~TER: I will take a shot at answ~ering that if you ~rill 
tel! me ho~7 total is "total." I don't moan to pass the buck. Perhaos 
Y might put the qu~stion in another way. How far can a nation like 
ours, or '.~ny other modern industrial nation, go in applying its 
resources to war purposes? England and Germany, I think, required 
something like 52 percent. I haven't seen any figures on the USSR. 
~-e know~ of course, that in the last war we were far from being fully 
committed. The civilian population in the main lived better than ever 
bGfore. 

How far can we cut down the standard of living? How far can we 
push up the 43 percent that ~ve spent on the last ~.;-ar? Can ~-e push it 
up to the figure reached by Great Britain? Can we push it up to 60 or 
65 percent or in a case of desperation even higher? ! don't suppose 
anyone can anticipate how far it can go. It will depend on the whole 
complex of circumstances existing at the time which influence the deter- 
mination of the ~erican people to support the war and make general 
sacrifices to this end. % 

COLOI~L BARNES ; Thank yon very much, Dr. Hunter 
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