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T H E  E C O N O M I C S  OF N A T I O N A L  S E C U R I T Y  

25 A u g u s t  1959 

DR. H U N T E R :  G e n e r a l  Mundy ,  G e n e r a l  H o u s e m a n ,  

A d m i r a l  P a t r i c k ,  G e n t l e m e n :  My s u b j e c t  t h i s  m o r n i n g ,  as  the c h a r t  

i n d i c a t e s ,  i s  " T h e  E c o n o m i c s  of N a t i o n a l  S e c u r i t y . "  T h i s  r a t h e r  

f o r b i d d i n g  t i t l e  was  c h o s e n  b e c a u s e  i t  c o m e s  about  as  c l o s e  to 

d e s c r i b i n g  the  o v e r a l l  c o n t e n t  of t h i s  c o u r s e  as  a n y  s i n g l e  p h r a s e  c a n .  

It i s  not  e c o n o m i c s ,  p u r e  and s i m p l e ,  fo r  of c o u r s e s  t h e r e  i s  no s u c h  

th ing .  It i s  e c o n o m i c s  c o m b i n e d  wi th  p o l i t i c s  and a d m i n i s t r a t i o n ,  wi th  

g e o g r a p h y  and  p s y c h o l o g y ,  and wi th  m a n y  o t h e r  r e l a t e d  m a t t e r s .  

My p u r p o s e  t h i s  m o r n i n g  i s  a r e l a t i v e l y  s i m p l e  one .  I wan t  to 

g ive  you  s o m e  f u r t h e r  i d e a  of wha t  our  c o u r s e  of s t u d y  i n v o l v e s  and  

p a r t i c u l a r l y  to i n d i c a t e  why  it  i s  i m p o r t a n t  t ha t  the m i l i t a r y - - a n d  not  

on ly  the  m i l i t a r y ,  but  a l l  c i v i l i a n s  in  a l l  a g e n c i e s  c o n c e r n e d  wi th  

n a t i o n a l  s e c u r i t y - - u n d e r s t a n d  the s u b j e c t  wi th  w h i c h  t h i s  c o u r s e  of 

s t u d y  d e a l s .  

L e t ' s  s t a r t ,  t h e n ,  wi th  the  f i r s t  top ic  in ou r  ou t l ine :  D e f i n i t i o n s .  

T h e  a r t  and s c i e n c e  of w a r  b r e a k d o w n  in to  the  t h r e e  f a m i l i a r  d i v i s i o n s  

of s t r a t e g y ,  t a c t i c s ,  and l o g i s t i c s .  As a b a s e l i n e  fo r  o u r  d i s c u s s i o n ,  

l e t ' s  t ake  a l ook  at  the  c o n v e n t i o n a l  d e f i n i t i o n s  of t h e s e  t e r m s  as  p r o -  

v i d e d  by  W e b s t e r :  



" S t r a t e g y :  The  s c i e n c e  and a r t  of e m p l o y i n g  the  a r m e d  s t r e n g t h  

of a b e l l i g e r e n t  to s e c u r e  the  o b j e c t s  of w a r . "  S t r a t e g y ,  of c o u r s e ,  

d e t e r m i n e s  the o v e r a l l  p l an  fo r  the  conduc t  of d e f e n s e  or  war .  

It d e f i n e s  the  l a r g e r  m i l i t a r y  o b j e c t i v e s  and o u t l i n e s  the m e a n s  fo r  

It  s u p p o r t s  the  p o l i t i c a l  o b j e c t i v e s  or  goa l s  of the attaining them. 

Nation. 

"Tactics: The  s c i e n c e  and a r t  of d i s p o s i n g  and m a n e u v e r i n g  

t r o o p s  or  sh ip s  in a c t i o n  or  in  the p r e s e n c e  of the  e n e m y . "  In s h o r t ,  

t a c t i c s  i s  c o n c e r n e d  wi th  the  conduc t  of m i l i t a r y  o p e r a t i o n s ,  c o m b a t  

o p e r a t i o n s ,  in  o r d e r  to a t t a i n  s t r a t e g i c  o b j e c t i v e s  in  s u p p o r t  of 

n a t i o n a l  goa l s .  

" L o g i s t i c s :  T h a t  b r a n c h  of the m i l i t a r y  a r t  wh ich  e m b r a c e s  the  

d e t a i l s  of the t r a n s p o r t ,  q u a r t e r i n g  and supp ly  of t r o o p s . "  It  i s ,  

in o t h e r  w o r d s ,  the  job of l o g i s t i c s  to p r o v i d e  the  a m m u n i t i o n ,  the  food,  

the c lo th ing ,  and a l l  the e q u i p m e n t  e s s e n t i a l  to p l ace  m i l i t a r y  f o r c e s  in 

the f i e ld  and to s u p p o r t  t h e m  in  c o m b a t  o p e r a t i o n s .  

Al l  th i s  i s ,  of c o u r s e ,  v e r y  c o m m o n p l a c e .  The  th ing  I want  to 

s t r e s s  h e r e  is  tha t  two,  at l e a s t ,  of t h e s e  b a s i c  m i l i t a r y  c o n c e p t s  have  

t a k e n  on new  c o n t e n t  and new  m e a n i n g  d u r i n g  the  p a s t  g e n e r a t i o n ,  

e s p e c i a l l y  as  the  r e s u l t  of the e x p e r i e n c e  d u r i n g  and s i n c e  W o r l d  War  II. 

L i k e  so m u c h  of ou r  m i l i t a r y  i n h e r i t a n c e ,  t h e s e  c o n c e p t s  have  b e e n  

o v e r t a k e n  by o b s o l e s c e n c e  and a r e  out of touch  wi th  the  t i m e s .  
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S t r a t e g y ,  as  c o n c e i v e d  today ,  g o e s  we l l  beyond  the  t r a d i t i o n a l  

m e a n i n g  of the t e r m  as  de f i ned  by W e b s t e r .  H i s  d e f i n i t i o n ,  as  you wi l l  

no te ,  c e n t e r s  on u s i n g  the  a r m e d  s t r e n g t h  to s e c u r e  the  o b j e c t s  of w a r .  

L e t  us t ake  a look  at the  c u r r e n t  de f in i t i on  as  g i v e n  in the " D i c t i o n a r y  

of Uni t ed  S ta te s  M i l i t a r y  T e r m s  fo r  J o i n t  U s a g e . "  

" S t r a t e g y - - T h e  a r t  and a c i e n c e  of d e v e l o p i n g  and u s ing  the  p o l i t i c a l ,  

e c o n o m i c ,  p s y c h o l o g i c a l ,  and m i l i t a r y  f o r c e s  of a na t ion ,  d u r i n g  p e a c e  

and d u r i n g  w a r ,  to  a f fo rd  the  m a x i m u m  s u p p o r t  to n a t i o n a l  p o l i c i e s  

in o r d e r  to i n c r e a s e  the p r o b a b i l i t i e s  and f a v o r a b l e  c o n s e q u e n c e s  of 

v i c t o r y  and to l e s s e n  the c h a n c e s  of d e f e a t . "  L e t  m e  r e p e a t  the f i r s t  

p a r t  of t h i s  s t a t e m e n t :  S t r a t e g y  is  the  a r t  and s c i e n c e  of d e v e l o p i n g  

and u s i n g  the p o l i t i c a l ,  e c o n o m i c ,  p s y c h o l o g i c a l ,  and m i l i t a r y  f o r c e s  

of a n a t i o n  d u r i n g  p e a c e  and d u r i n g  w a r  to a f fo rd  the  m a x i m u m  s u p p o r t  

to n a t i o n a l  p o l i c i e s .  

L o g i s t i c s ,  too,  has  t a k e n  on a new and a f a r  b r o a d e r  m e a n i n g  than  

in  the pas t .  In the t r a d i t i o n a l  concep t ,  as  de f i ned  by W e b s t e r ,  the p r o -  

duc t ion  and p r o c u r e m e n t  of m i l i t a r y  s u p p l i e s  a r e  not  m e n t i o n e d .  T h e s e  

v i t a l  f u n c t i o n s  of supp ly  a r e  e i t h e r  i g n o r e d  or  t a k e n  fo r  g r a n t e d .  U n d e r  

the t r a d i t i o n a l  c o n c e p t ,  as  you wi l l  r e c a l l ,  l o g i s t i c s  was  l a r g e l y  l i m i t e d  

to supp ly  o p e r a t i o n s  in  the  f i e ld .  Now, as  a r e s u l t  of e x p e r i e n c e  in  the 

two w o r l d  w a r s ,  l o g i s t i c s  i s  c o m m o n l y  c o n s i d e r e d  to i n c l u d e  not  on ly  

supp ly  in the t r a d i t i o n a l  s e n s e  but the  p r o c u r e m e n t ,  p r o d u c t i o n ,  and 
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d i s t r i b u t i o n  of a l l  m i l i t a r y  s u p p l i e s  and e q u i p m e n t  as  we l l .  In fac t  s o m e  

t h i n k e r s  and w r i t e r s  in  t h i s  f i e ld  i nc lude  u n d e r  l o g i s t i c s  the e n t i r e  

i n d u s t r i a l  and e c o n o m i c  b a s e  of m i l i t a r y  o p e r a t i o n s - - i n  s h o r t ,  the  

n a t i o n a l  e c o n o m y .  I s h a l l  not  take  t i m e  h e r e  to quote  the  " D i c t i o n a r y  

of Uni ted  S t a t e s  M i l i l a r y  T e r m s  fo r  Jo in t  U s a g e "  d e f i n i t i o n  of l o g i s t i c s .  

It r u n s  to e igh t  ful l  l i n e s .  L o o k  it  up at y o u r  l e i s u r e .  

Now tha t  we have  s e e n  what  r e c e n t  e x p e r i e n c e  ha s  done to s t r a t e g y  

and l o g i s t i c s ,  l e t ' s  t ake  a look  at what  I ' ve  c a l l e d  the e c o n o m i c s  of 

n a t i o n a l  s e c u r i t y ,  the  t e r m  which ,  a s  I s u g g e s t e d  e a r l i e r ,  p r e t t y  l a r g e l y  

c o v e r s  the s u b s t a n c e  of our  c o u r s e .  At f i r s t  thought ,  the d e f i n i t i o n  

s e e m s  to p r e s e n t  no v e r y  g r e a t  p r o b l e m .  In g e n e r a l  s c o p e ,  at  l e a s t ,  

e c o n o m i c s  t oday  is  p r e t t y  m u c h  what  i t  was  back  in  the  t i m e  of A d a m  

Smi th .  It i s  the s c i e n c e  of s o c i e t y  c o n c e r n e d  wi th  the  p r o d u c t i o n ,  

d i s t r i b u t i o n ,  and c o n s u m p t i o n  of wea l t h .  

But ,  what  i s  n a t i o n a l  s e c u r i t y ?  N e i t h e r  W e b s t e r  n o r  the  D i c t i o n a r y  

of U. S. M i l i t a r y  T e r m s  wi l l  g ive  us h e l p  on th i s  o n e - - o r  v e r y  m u c h  

he lp .  P e r h a p s  t h e  b e s t  way  to h a n d l e  t h i s  d e f i n i t i o n  is  to d e s c r i b e  

n a t i o n a l  s e c u r i t y  in t e r m s  of p o s t w a r  u s a g e .  L e t ' s  s ee  who i s  

r e s p o n s i b l e  fo r  n a t i o n a l  s e c u r i t y  as  of the pas t  15 y e a r s .  P r i o r  to 

W o r l d  War  II, n a t i o n a l  s e c u r i t y  was  c o n c e i v e d  a l m o s t  who l ly  in  

m i l i t a r y  t e r m s .  The  p r o t e c t i o n  of the  Na t ion  was  thought  of a l m o s t  

e x c l u s i v e l y  in  t e r m s  of m i l i t a r y  d e f e n s e ,  and t h i s ,  of c o u r s e ,  was  the  
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b u s i n e s s  of the War  and Navy D e p a r t m e n t s .  Spec i a l i s t s  in f o r e ign  

r e l a t i o n s  and m e m b e r s  of the F o r e i g n  Serv ice  would i n s i s t - - a n d  quite 

r i g h t l y - - t h a t  f o r e ign  pol icy ,  the conduct  of fo r e ign  r e l a t i o n s ,  and the 

State D e p a r t m e n t  have a lways  played i m p o r t a n t  r o l e s  in na t iona l  

s e c u r i t y .  Yet I th ink it is  f a i r  to say that  mos t  A m e r i c a n s  p r i o r  to 

1941, mos t  of the t ime ,  thought  of na t iona l  s e c u r i t y  a l m o s t  whol ly  in 

t e r m s  of m i l i t a r y  defense  by a r m e d  f o r c e s .  

In a l a t e r  l e c t u r e  I sha l l  give m o r e  de ta i led  a t t en t ion  to th is  

m a t t e r .  Here  I s i m p l y  wish to make  the point  that  s ince  1945 na t iona l  

s e c u r i t y  has  been conce ived  in f a r  b r o a d e r  t e r m s  than m i l i t a r y  

defense .  Within the execut ive  b r anch  s ince  the pas sage  of the 

Nat ional  Secu r i t y  Act of 1947, r e s p o n s i b i l i t y  for  na t iona l  s e c u r i t y  has  

been  sha r ed  in a d i r ec t  and ac t ive  way by one -ha l f  dozen m a j o r  agenc i e s .  

In addi t ion  to a v a s t l y  expanded peace t ime  m i l i t a r y  e s t a b l i s h m e n t  and 

the D e p a r t m e n t  of State t he re  a re :  

the Nat iona l  Secu r i t y  Counci l  

the C e n t r a l  In t e l l i gence  Agency  

the Office of Civi l  and Defense  Mobi l iza t ion ,  and 

the Atomic  E n e r g y  C o m m i s s i o n .  

In the F e d e r a l  budget today,  we will  find the expend i tu r e s  of a l l  these  

agenc i e s  (and of some  l e s s e r  ones) grouped toge the r  under  the heading  

"Na t iona l  Secu r i ty  E x p e n d i t u r e s . "  
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Of c o u r s e ,  p e r s o n n e l w i s e  and d o l l a r w i s e ,  the D e p a r t m e n t  of 

D e f e n s e  is  by f a r  the l a r g e s t  of the a g e n c i e s  c o n c e r n e d  wi th  n a t i o n a l  

s e c u r i t y ,  but r e s p o n s i b i l i t y  and i n f l u e n c e  in  t h i s  a r e a  a r e  d i s t r i b u t e d  

m u c h  m o r e  e v e n l y  a m o n g  the a g e n c i e s  I have  n a m e d  than  th i s  would  

i n d i c a t e .  

P e r h a p s  the  s i m p l e s t  way  to g r a s p  the m e a n i n g  of the e c o n o m i c s  

of n a t i o n a l  s e c u r i t y  i s  to t r a n s l a t e  it in to  a b a s i c  e c o n o m i c  s y m b o l  tha t  

we can  a l l  u n d e r s t a n d - - t h e  d o l l a r .  

Th i s  b r i n g s  us ,  t hen ,  to the  s e c o n d  top ic  in  the ou t l ine :  The  

D o l l a r  D i m e n s i o n s  of N a t i o n a l  S e c u r i t y .  What  does  n a t i o n a l  s e c u r i t y  

add up to d o l l a r w i s e ?  What  d o e s  it  c o s t ?  As a b a s e l i n e  fo r  c o m p a r i s o n ,  

l e t ' s  take  our  m i l i t a r y  e x p e n d i t u r e s  in  a r e l a t i v e l y  n o r m a l  m o r e  or  l e s s  

p e a c e t i m e  p e r i o d - - t h e  1930 's .  In the 1930 's ,  of c o u r s e ,  t h e r e  was  no 

such  th ing  as  f o r e i g n  aid; t h e r e  was  no a t o m i c  e n e r g y  to pay  for;  no 

c iv i l  d e f e n s e .  M i l i t a r y  e x p e n d i t u r e s ,  t h e r e f o r e ,  w e r e  p r e t t y  c l o s e  to 

to t a l  n a t i o n a l  s e c u r i t y  e x p e n d i t u r e s .  

CHART 

As the  c h a r t  shows ,  the  a v e r a g e  annua l  e x p e n d i t u r e s  fo r  the 

m i l i t a r y  e s t a b l i s h m e n t ,  1930-1939, w e r e  jus t  u n d e r  $1 b i l l i on ,  o r  

a p p r o x i m a t e l y  o n e - s e v e n t h - - s a y  15 p e r c e n t - - o f  the  to ta l  F e d e r a l  

b u d g e t  in t h e s e  y e a r s .  Now, you wi l l  r e c a l l  tha t  by the end of 1946 

the  w a r t i m e  m i l i t a r y  e s t a b l i s h m e n t  was  p r e t t y  w e l l  d e f l a t e d ,  ye t  the  
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e n t i r e  F e d e r a l  budge t ,  w h i c h  a v e r a g e d  $ 6 . 6  b i l l i o n  in the 1930 ' s ,  r o s e  

to an a v e r a g e  of $38 b i l l i o n  for  the  four  y e a r s  1947-1950. E v e n  a l l o w i n g  

fo r  p r i c e  c h a n g e s - - w h o l e s a l e  p r i c e s  doub led  in  the  m e a n t i m e - - t h i s  

r e p r e s e n t s  a t h r e e f o l d  i n c r e a s e  o v e r  F e d e r a l  e x p e n d i t u r e s  in  the  1930 's .  

Now n o t i c e  what  h a p p e n e d  to m i l i t a r y  e x p e n d i t u r e s  in  t h e s e  s a m e  

y e a r s .  F r o m  a $1 b i l l i o n  a v e r a g e  in  the  1930 's ,  t h e y  a r e  up to an a v e r a g e  

of $12.4 b i l l i on  fo r  1947-1950- -bu t  note  th i s  f i g u r e  i s n ' t  on the  c h a r t .  

A l l o w i n g  fo r  the doub l ing  of p r i c e s ,  t h i s  g i v e s  us  a s ix fo ld  i n c r e a s e  in 

m i l i t a r y  e x p e n d i t u r e s  s i n c e  the  p r e w a r  pe r i od ;  and t h e s e  e x p e n d i t u r e s  

have  r i s e n  f r o m  15 p e r c e n t  of the  to ta l  F e d e r a l  budge t  in  the  t h i r t i e s  

to 32 p e r c e n t  in  the  l a t e  f o r t i e s .  And, if we add to s t r i c t l y  m i l i t a r y  

e x p e n d i t u r e s  the  new i t e m s  of f o r e i g n  a id ,  a t o m i c  e n e r g y ,  d e f e n s e  

m o b i l i z a t i o n ,  and a l l  the  o t h e r  r e l a t e d  i t e m s ,  the  to ta l  fo r  n a t i o n a l  

s e c u r i t y  r e a c h e d  the annua l  a v e r a g e ,  1947-1950, of $18 b i l l i o n - - n e a r l y  

o n e - h a l f  of the  to ta l  F e d e r a l  b u d g e t - - t o  be p r e c i s e ,  47 p e r c e n t .  

Moving  on, l e t ' s  sk ip  the  K o r e a n  W a r ,  wi th  i t s  a b n o r m a l l y  h igh  

e x p e n d i t u r e s ,  and s e e  what  we have  for  the f i s c a l  y e a r s  1954-1958. 

H e r e  aga in  the  c h a r t  s h o w s ,  annua l  a v e r a g e  e x p e n d i t u r e s  fo r  m i l i t a r y  

and o t h e r  n a t i o n a l  s e c u r i t y  e x p e n d i t u r e s  r o s e  to $42 .5  b i l l i on ,  a 

t h r e e f o l d  i n c r e a s e  o v e r  1947-1950, and n a t i o n a l  s e c u r i t y  now t a k e s  a 

b i te  of 63 p e r c e n t  out  of the F e d e r a l  budge t .  

L e t  us take  one m o r e  s t ep  in  ge t t i ng  m i l i t a r y  and o t h e r  n a t i o n a l  

s e c u r i t y  e x p e n d i t u r e s  in to  p e r s p e c t i v e .  How big  of a load  do t h e s e  
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m a n y  b i l l i o n s  spen t  a n n u a l l y  fo r  n a t i o n a l  s e c u r i t y  p l ace  on the n a t i o n a l  

e c o n o m y ?  How big  a b i te  do t h e y  take  out of the  to ta l  p r o d u c t i o n  output  

of th i s  N a t i o n ?  The  t e r m  u s e d  in  m e a s u r i n g  th i s ,  as  d o u b t l e s s  m o s t  of 

you know,  i s  g r o s s  n a t i o n a l  p r o d u c t ,  a b b r e v i a t e d ,  u s u a l l y ,  GNP.  The  

g r o s s  n a t i o n a l  p r o d u c t  i s  s i m p l y  the  to ta l  va lue  of a l l  the  goods  and 

s e r v i c e s  p r o d u c e d  in  the  Na t ion  d u r i n g  the y e a r .  It i s ,  in o t h e r  w o r d s ,  

a q u a n t i t a t i v e  m e a s u r e  of the  output  of the  N a t i o n ' s  e c o n o m y .  

CHART 

In the 1930 's ,  as  th i s  c h a r t  s h o w s ,  n a t i o n s /  s e c u r i t y  e x p e n d i t u r e s ,  

wh ich ,  as  you wi l l  r e c a l l ,  w e r e  t h e n  v i r t u a l l y  the  s a m e  as  m i l i t a r y  

e x p e n d i t u r e s ,  a c c o u n t e d  fo r  on ly  I. 3 p e r c e n t  of the  g r o s s  n a t i o n a l  

p r o d u c t .  B e t w e e n  W o r l d  War  II and the  K o r e a n  War ,  t h e y  r o s e  to 

a p p r o x i m a t e l y  7 p e r c e n t  and the  f i s c a l  y e a r s  1954-1958 t h e y  c l i m b e d  to 

the h i g h e r  f i g u r e  of i 0 . 5  p e r c e n t .  I n c i d e n t a l l y ,  the  c o m p a r a b l e  f i g u r e  

for  the  USSR t o d a y  i s  about  20 p e r c e n t .  

W h e t h e r  you r e g a r d  t h e s e  p o s t w a r  y e a r s  as  a p e r i o d  of p e a c e ,  of 

co ld  w a r ,  or  of c o m p e t i t i v e  c o e x i s t e n c e ,  t h i s  is  a r e a l l y  t e r r i f i c  

s t a t i s t i c .  F u l l y  o n e - t e n t h  of a l l  the goods  and s e r v i c e s  p r o d u c e d  in  

the r i c h e s t ,  m o s t  p r o d u c t i v e  e c o n o m y  in the w o r l d  is  d e v o t e d  to 

n a t i o n a l  s e c u r i t y  in  a p e r i o d  of n o n w a r .  

Two f u r t h e r  po in t s  and w e ' l l  have  done wi th  the d o l l a r  d i m e n s i o n s  

of n a t i o n a l  s e c u r i t y .  So f a r ,  I h a v e  b e e n  t a l k i n g  s i m p l y  of e x p e n d i t u r e s  
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in a nonwar period--the years before and since World War If. In 

wartime the expenditures are, of course, tremendously greater. From 

1941-1945 our war expenditures averaged, in round figures, $70 billion 

annually, amounting to over 40 percent of our gross national product 

of that period, a gross national product, too, which rose during those 

five years 50 percent. 

The nations most fully committed in the war against the Axis, 

Britain and the USSR, devoted each approximately one-half of their 

gross national product to the prosecution of the war. 

Finally, as of 1955, the Federal Government--all agencies--held 

property having an estimated cost of $155 billion, a sum equivalent to 

three-fourths of the current assets of all the nonfinancial corporations 

of the United States--and approximately three-fourths of this 

tremendous federal property is held by the armed services. 

Dollarwise, then, it is very plain that the economics of national 

security represents not only literally colossal annual expenditures but 

correspondingly vast business operations and property holdings by the 

several departments of the Department of Defense. 

Throughout the I0 months of this course, the vital relationship 

between national security and the national economy will be continually 

stressed. It is not simply that the national economy, with its vast and 

intricate productive resources, is vital for the Nation's security. The 
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g r e a t  e x p e n d i t u r e s  for  tha t  s e c u r i t y  have  h a r d l y  l e s s  v i t a l  i m p l i c a t i o n s  

for  the h e a l t h y ,  e f f e c t i v e  o p e r a t i o n  of our  e c o n o m i c  s y s t e m ,  i m p l i c a -  

t i ons  wh ich  go f a r  d e e p e r  than  the  i s s u e  of b a l a n c i n g  the  budge t .  

T h i s  m e a n s ,  t hen ,  tha t  the  m i l i t a r y  d e p a r t m e n t s  have  e c o n o m i c  

r e s p o n s i b i l i t i e s  of the  f i r s t  o r d e r .  It m e a n s ,  a l s o ,  tha t  a new 

d i m e n s i o n  ha s  b e e n  g i v e n  to  the  a r t  and s c i e n c e  of w a r f a r e .  The  

m a s t e r y  of the  m i l i t a r y  p r o f e s s i o n  in our  t i m e s  r e q u i r e s  at l e a s t  a 

g e n e r a l  f a m i l i a r i t y  with and an u n d e r s t a n d i n g  of the e c o n o m i c  s y s t e m  

and i t s  w o r k i n g ,  fo r  the e c o n o m y  is  a m a j o r  s o u r c e  and an  i n d i s p e n s a b l e  

founda t i on  of m i l i t a r y  s t r e n g t h  and n a t i o n a l  p o w e r .  

Now, in the f i r s t  two t o p i c s  I have  b e e n  d e a l i n g  wi th  r e l a t i v e l y  

s t r a i g h t f o r w a r d ,  f a c t u a l  m a t e r i a l  about  wh ich  t h e r e  wi l l  be no g r e a t  

a r g u m e n t ,  I s u p p o s e .  But  in the r e m a i n i n g  t h r e e  we ge t  in to  s o m e w h a t  

d e e p e r  w a t e r .  H e r e  we wi l l  be d e a l i n g  wi th  m a t t e r s  wh ich ,  in  s o m e  

i m p o r t a n t  r e s p e c t s  at  l e a s t ,  a r e  v e r y  s p e c u l a t i v e  and h i g h l y  c o n t r o v e r -  

s i a l .  

Our  nex t  top ic  is:  The  War  E c o n o m y .  I s h a l l  g ive  a t t e n t i o n  c h i e f l y  

to i n d u s t r i a l  and e c o n o m i c  m o b i l i z a t i o n ,  fo r  t h e s e  a r e  the  p r o c e s s e s  

by  which  the  e c o n o m y  i s  p l a c e d  on a wa r  foo t ing .  

In  c o n s i d e r i n g  e c o n o m i c  m o b i l i z a t i o n ,  we a r e  on r e a s o n a b l y  safe  

g round  in  d e a l i n g  wi th  the  pas t ,  sa fe  in  the  s e n s e  tha t  we have  a f a i r l y  

r e l i a b l e  p i c t u r e  of what  h a p p e n e d  in two W o r l d  W a r s  and in K o r e a ,  bo th  
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a s  r e g a r d s  e c o n o m i c  m o b i l i z a t i o n  a n d  t h e  o p e r a t i o n  of  t h e  w a r  e c o n o m y .  

B u t  we  c a n  h a v e  n o  g r e a t  a s s u r a n c e  of  t h e  v a l i d i t y  of  t h i s  e x p e r i e n c e  in  

t h e s e  e a r l i e r  w a r s  a s  i t  a p p l i e s  t o  t h e  f u t u r e  a n d  t h e  c o n d i t i o n s  w h i c h  

l i e  a h e a d  of  u s .  

W h a t e v e r  t h e  r o l e  o f  e c o n o m i c  m o b i l i z a t i o n  in  t h e  f u t u r e ,  a n  u n d e r -  / 
/ 

s t a n d i n g  of  i t s  m a j o r  p r o b l e m s  a n d  c o n d i t i o n s  i s  i n d i s p e n s a b l e  t o  a n  i 

u n d e r s t a n d i n g  of  t h e  r e l a t i o n s h i p s  b e t w e e n  t h e  e c o n o m i c  f a c t o r s  a n d  

w a r f a r e  in  o u r  g e n e r a t i o n .  T h e  c o n c e p t  of  e c o n o m i c  m o b i l i z a t i o n  i s  i n  

e s s e n c e  a r e l a t i v e l y  s i m p l e  o n e .  I t  i s  a n  a d a p t a t i o n  of  a 19th c e n t u r y  

m i l i t a r y  t e r m .  T o  m o b i l i z e  i s  t o  p l a c e  in  m o v e m e n t ,  a n d ,  i n  t h e  

t r a d i t i o n a l  m i l i t a r y  s e n s e ,  t o  m o b i l i z e  i s  t o  a s s e m b l e  a n d  p l a c e  i n  a 

s t a t e  of  r e a d i n e s s  f o r  a c t i v e  m i l i t a r y  s e r v i c e .  

P r i o r  t o  1914 m i l i t a r y  m o b i l i z a t i o n  w a s  a r e l a t i v e l y  s i m p l e  m a t t e r .  

W h e n  a w a r  c r i s i s  d e v e l o p e d  a n d  t h e  a v o i d a n c e  of  w a r  s e e m e d  u n l i k e l y ,  

m o b i l i z a t i o n  n o t i c e s  w e r e  p o s t e d  o r  s e n t  o u t .  T h e  r e s e r v i s t s  p u t  o n  

t h e i r  u n i f o r m s ,  t o o k  t h e i r  a r m s  f r o m  t h e  c l o s e t  o r  f r o m  o v e r  t h e  f i r e -  

p l a c e ,  a n d  h u r r i e d  t o  t h e i r  a s s e m b l y  p o i n t s .  T h e  a s s e m b l e d  u n i t s  t h e n  

m o v e d  to  d e s i g n a t e d  p o i n t s  of  d u t y  i n  t h e  f i e l d - - a n d  t h e  w a r  w a s  u s u a l l y  

u n d e r  w a y ,  b e c a u s e ,  o n c e  m o b i l i z a t i o n  h a d  b e e n  o r d e r e d ,  i t  w a s  v e r y  

d i f f i c u l t  t o  r e v e r s e .  

N o w ,  b e c a u s e  o f  t h e  l i m i t e d  d u r a t i o n  a n d  i n t e n s i t y  of  t h e  f i g h t i n g ,  

a n d  b e c a u s e  of  t h e  s i m p l i c i t y  o f  t h e  w e a p o n s  u s e d  in  19th  c e n t u r y  a n d  
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e a r l i e r  w a r f a r e ,  the  r o l e  of i n d u s t r y  w a s  i m p o r t a n t ,  but  it  w a s  o f t en  

c r i t i c a l .  The  r e l a t i v e l y  s l o w  t e m p o  of w a r f a r e  e n a b l e d  s u p p l y  to k e e p  

up wi th  d e m a n d  wi thou t  r e s o r t  to e x t r a o r d i n a r y  and u n u s u a l  e c o n o m i c  

a r r a n g e m e n t s .  

W o r l d  W a r  I c h a n g e d  a l l  t h i s ,  and it  i s  not  d i f f i cu l t  to u n d e r s t a n d  

why .  In  the g e n e r a t i o n  b e f o r e  1914, the  g r o u n d  w a s  p r e p a r e d  f o r  the  

m e c h a n i z a t i o n  of c o m b a t  and supp ly ,  

on the m a s s  p r o d u c t i o n  of w e a p o n s .  

and this mechanization was based 

I need only mention the machine 

gun,  the  b r e e c h - l o a d i n g  f i e ld  gun,  the  a u t o m o t i v e  f i e ld  t r a n s p o r t ,  the  

f i r s t  a i r c r a f t  and  t a n k s ,  and ,  of c o u r s e ,  a n a l o g o u s  w e a p o n s  and e q u i p -  

m e n t  on the  n a v a l  s i d e ,  of w h i c h  p e r h a p s  the  m o s t  s i g n i f i c a n t  i n n o v a t i o n  

w a s  the  s u b m a r i n e .  Supp l i ed  wi th  t h e s e  n e w  w e a p o n s  and e q u i p m e n t ,  

as  you wi l l  d o u b t l e s s  r e c a l l ,  a r m i e s  m e a s u r e d  in  m i l l i o n s  of m e n  w e r e  

m o b i l i z e d  and  p l a c e d  in the  f i e ld  on b a t t l e f r o n t s  h u n d r e d s  of m i l e s  long .  

U n d e r  the  c o n d i t i o n s  of the  new m e c h a n i z e d  w a r f a r e ,  the  c o n s u m p -  

t i on  of m u n i t i o n s  and o t h e r  s u p p l i e s  of a l l  k i n d s  w a s  s i m p l y  i n c r e d i b l e .  

It was  c o m p l e t e l y  u n e x p e c t e d ,  and t h e r e  w e r e  no p l a n s  and no 

p r e p a r a t i o n s  f o r  c o p i n g  wi th  o r  fo r  d e a l i n g  wi th  s u c h  c o l o s s a l  r e q u i r e m e n t s  

a m o n g  the  b e l l i g e r e n t  p o w e r s .  B e f o r e  the  w a r  w a s  m a n y  m o n t h s  old ,  

the b e l l i g e r e n t  p o w e r s  w e r e  f a c e d  wi th  s u p p l y  c r i s e s  w h i c h  i n c r e a s e d  

in n u m b e r  and s e r i o u s n e s s ,  and it  soon  b e c a m e  e v i d e n t  t ha t  the  o u t c o m e  

of the w a r  m i g h t  be d e t e r m i n e d  l a r g e l y  by the a b i l i t y  to o u t - p r o d u c e  the  
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e n e m y  in m u n i t i o n s  and o t h e r  c r i t i c a l  w a r  m a t e r i e l .  P r o d u c t i o n  t h e n  
i! ! 

a s s u m e d  an u r g e n c y  n e v e r  b e f o r e  known in w a r t i m e ,  and i n d u s t r y  ,l 

b e c a m e  a c r i t i c a l  and a m a j o r  c o m p o n e n t  of the  w a r  e f f o r t .  

It  w a s  a s  a r e s u l t  of t h i s  e x h a u s t i n g  e x p e r i e n c e  tha t  the  p r a c t i c e  

and the c o n c e p t  of i n d u s t r i a l  m o b i l i z a t i o n  w e r e  b o r n .  To  r e a l i z e  how 

e x h a u s t i n g  th i s  e x p e r i e n c e  w a s ,  you  have  on ly  to r e a d  the b o o k s  d e a l i n g  

wi th  the m a t t e r  w r i t t e n  on the F i r s t  W o r l d  W a r .  R e m e m b e r  tha t  to 

m o b i l i z e  is  to p l a c e  in  m o v e m e n t  to a s t a t e  of r e a d i n e s s  fo r  w a r .  With  

i n d u s t r y ,  the  m o v e m e n t  is  f r o m  a c o n d i t i o n  of p r o d u c i n g  c i v i l i a n  goods  

of p e a c e t i m e  to one of c a p a b i l i t y  fo r  t u r n i n g  out  m i l i t a r y  s u p p l i e s ,  

e q u i p m e n t ,  and m u n i t i o n s  of a l l  k i n d s .  T h i s  c h a n g e o v e r  of p r o d u c t i o n  

f r o m  c i v i l i a n  to m i l i t a r y  g o o d s  i s  t r e m e n d o u s l y  d i f f i cu l t .  I t  is  v e r y  

painful ;  i t  i s  v e r y  t i m e - c o n s u m i n g ;  and it v e r y  c o s t l y .  M a n y  m o n t h s  of 

l e a d t i m e  a r e  r e q u i r e d  to r e a d y  a p lan t  fo r  w a r  p r o d u c t i o n ,  and m a n y  

more months, usually, to get it into full production. In bgth_V~l~Vars- ..... 

I and 17, it required nearly two years fully to mobilize the American 

economy for war. Indeed, in the First World War, the full shift to a 

war economy had hardly been completed when the war came to an end. 

Of course, it is obvious that industrial mobilization doesn't stop 

with plant conversion from civilian to military production. Production 

of military end items has to be supported by expanded production of a 

wide range of goods: raw materials--steel, copper, aluminum, rubber, 
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and a l l  the  r e s t ;  n ew  e q u i p m e n t - - m a c h i n e  t oo l s  and a l l  k inds  of o t h e r  

m a c h i n e r y  and i n d u s t r i a l  e q u i p m e n t ;  c o m p o n e n t s - - s u c h  as  a n t i f r i c t i o n  

b e a r i n g s ,  f r a c t i o n a l  h o r s e p o w e r  m o t o r s ,  v a l v e s ,  and so on. No n e e d  

to ca l l  the  r o l l  f u r t h e r .  E v e r y t h i n g  n e e d e d  in p e a c e t i m e  is  r e q u i r e d  in 

v a s t l y  g r e a t e r  q u a n t i t i e s  in  w a r t i m e  to s u p p o r t  w a r  p r o d u c t i o n .  T h i s  

i n c l u d e s  e s p e c i a l l y  new c a p a c i t y ,  m o r e  p lan t  f a c i l i t i e s ,  m o r e  m a n p o w e r .  

S h o r t a g e s  qu i ck ly  deve lop  and c r e a t e  b o t t l e n e c k s ,  and t h e s e  m u l t i p l y  and 

s low down the  e x p a n s i o n  of p r o d u c t i o n  and output .  

Now, t h e s e  p r o b l e m s  of s h o r t a g e s ,  e x p a n s i o n ,  b o t t l e n e c k s ,  and so 

fo r th  a r e  not  l i m i t e d  to the  m a n u f a c t u r i n g  i n d u s t r y .  T h e y  q u i c k l y  s p r e a d  

to o t h e r  a r e a s - - t o  t r a n s p o r t a t i o n ,  sh ipp ing ,  p o w e r ,  publ ic  t r a n s i t ,  

bank ing ,  r e t a i l  and Wholesa le  d i s t r i b u t i o n ,  and the s e r v i c e  t r a d e s  and 

a l l  the r e s t .  In s h o r t ,  the e n t i r e  e c o n o m i c  s y s t e m  qu i ck ly  b e c o m e s  

i n v o l v e d  in the d e f e n s e  or  war  e f fo r t .  Not m a n u f a c t u r i n g  a lone  but  a l l  

the p r o d u c t i v e  r e s o u r c e s  of the  Na t ion  have  to be m o b i l i z e d  in s u p p o r t  

of the A r m e d  F o r c e s  and the  m i l i t a r y  e f fo r t .  I n d u s t r i a l  m o b i l i z a t i o n  

to be e f f e c t i v e ,  in o t h e r  w o r d s ,  ha s  to have  the backup  of e c o n o m i c  

m o b i l i z a t i o n .  

T h i s ,  then ,  was  the v a s t l y  b r o a d e n e d  and d e e p e n e d  kind of w a r f a r e  

i n t r o d u c e d  and p r a c t i c e d  f i r s t  in W o r l d  War  I. 

Now I want  to take  a c l o s e r  look  at th i s  war  e c o n o m y ,  m o b i l i z e d  

in s u p p o r t  of w a r  i n d u s t r y .  To u n d e r s t a n d  the war  e c o n o m y ,  we m u s t  
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start with the normal or nonwar economy, which in this country we 

call the free-enterprise system--more precisely, the private-enterprise 

economy. Let me call your attention to several of the more distinctive 

features of this private-enterprise system so that we can see the extent 

to which they are changed in a war economy. In the first place, in this 

system property is privately owned--in contrast with those economies 

in which a large part, if not all, of the property is owned by government. 

Second, the private-enterprise system is one in which the main driving 

forces are self-interest and profit seeking. 

the dynamics of our system of production. 

The profit motive provides 

Thirdly, our system is one 

in which the basic decisions are made by private individuals and by 

private business organizations, and not by government officials and 

government agencies, except in certain limited areas. These basic 

decisions have to do with what goods and services shall be produced and, 

of course, consumed; in what amounts and with what characteristics and 

qualities; how much horsepower; how much chrome; at what prices these 

goods and services shall be bought and sold, and on what terms. All 

these and many other related decisions are being made daily, literally 

billions of decisions; and they are being made by all of us, whether as 

producers or as consumers or as middlemen of one sort or another. 

Fourth, in this private-enterprise economy of ours, coordination-- 

that is, the balancing of supply and demand for literally millions of 
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different kinds of goods and services--is provided by the more or less 

automatic operation of the market, and upon it depends the stability of 

the economy. What we call the market--and of course there are a 

thousand-and-one markets, all interrelated--provides the balance and 

the essential stability so essential to the efficiency and to the healthy 

functioning of this kind of an economic system. 

I give this thumbnail sketch simply to show in the very broadest 

of terms how the war economy, brought into operation by the process of 

industrial and economic mobilization, differs from the free-enterprise 

economy in its normal functioning. In some important respects the 

economy remains unchanged. Private property continues to remain 

privately owned and controlled; but the freedom of the owner to use his 

property is restricted in a number of ways. Likewise, self-interest 

and profit-seeking continue as the main driving force in the economy, 

subject, it is true, to an increasingly wide variety of controls. But, 

while we keep private property private, with some qualifications, and 

while the profit motive is not only kept but given considerable elbow 

room, in two other respects radical changes are introduced. 

First, in the war economy, the basic decisions are not made by 

private individuals and by private business organizations. They are 

made by governmental officials and by governmental bodies. These 

determine what shall be produced and what not produced, and how much, 
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and in what order of priority, and, of course, for whom° Government 

officials and agencies determine what prices shall be charged and paid. 

They fix the level of rents, of profits, of salaries and wages. They 

make decisions in one-hundred-and-one related matters. In short, not 

businessmen, not v~ge earners, not consumers, not property owners, 

but Government is in the driving seat of the economic system. Business- 

men and business organizations, workers and consumers still make 

decisions, important decisions, it is true, but these decisions are made 

within the framework of policies established and administered by the 

Government. 

There is a second major economic difference between the war 

economy and the normal functioning of the private-enterprise system. 

In the war economy the Government assumes responsibility for 

stabilization, for giving the economy the stability so essential for its 

effective operation--for example, by countering the powerful 

inflationary forces inherent in a wartime situation. Normally, the 

market--as I have indicated--serves as a kind of automatic stabilizer, 

keeping the system in a condition of equilibrium. That is, through the 

market, supply and demand throughout the economy are kept in fair 

balance most of the time. 

Now, in a war or defense emergency, this automatic stabilizer 

breaks down. The economic machine, so to speak, loses its balance 
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wheel and governor, and is in danger of running wild. It breaks down 

simply because with virtually unlimited demand and with very limited 

supplies the market simply can't bring the two together; it can't bring 

about a balance between them. So government has to step in and provide 

artificially, by a variety of means, the stability that under emergency 

conditions the system itself can no longer provide. And you will recall 

well enough from World War II and the Korean experience the varied 

devices employed by the Government for this purpose--price controls, 

wage and rent controls, monetary and fiscal controls, materials and 

manpower controls. 

What I have been saying the last l0 minutes about the war economy 

adds up to this central, major fact" It is a plann~_d eqQnQmyj it is a 

controlled economy; it is a centrally directed and managed economy 

with the Government in charge. 

This brings us to our fourth heading: The Impact of Nuclear War. 

Here we leave the fairly sure but more or less obsolescent experience 

of recent wars and take a quick look into the future. Note that I say 

"more or less obsolescent experience." Just here is the catch; we 

simply don't know how useful or how useless this experience may prove 

to be. We start, of course, with The Bomb. The bomb introduced 

uncertainty and confusion into every phase of national security planning, 

in the economic hardly less than in the political field. Our difficulties 
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didn't really begin until the USSR obtained atomic weapons--their first 

in 1949, followed by a hydrogen device in 1953. 

So we have had less than I0 years to grasp the implications for 

warfare of this most revolutionary of weapons developments. To explore 

these implications and to make adjustments to them in foreign policy, 

strategy, tactics, and logistics alike is, we have discovered, a very 

slow, very uncertain, and very painful process. 

This morning I can refer only very briefly to some of the implica- 

tions of nuclear warfare for the economic aspects of national security. 

At the present time, we are told, the United States and the USSR each 

have enough nuclear weapons to wipe out, if successfully delivered, the 

major population and industrial centers and the military installations of 

the other power. The prospect clearly is one of incredible mass 

destruction, loss of life, and suffering; of the disruption of our 

productive resources on a tremendous scale; of disorder and confusion, 

even chaos, in our society on every level. To illustrate, take the 

estimates of overall damage and casualties in an all-out nuclear strike on 

the United States as estimated in Operation Alert of 1956--and I take that 

estimate because it is in the clear. This was an unclassified exercise of 

the then Federal Civil Defense Administration. In this problem 

some 2500 megatons of nuclear weapon capacity were detonated on the 

cities of the continental United States. Estimated casualties: 
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82 million dead, 24 million surviving injured; industrial production 

brought virtually to a halt; at D plus 12 months, production still less 

than one-third of preattack capacity. 

Here then, we have the possible scale of a nuclear war. Vv-hat 

meaning does it have for economic mobilization and the war economy? 

One widely held view in this controversial area holds that nuclear 

weapons have for all practical purposes eliminated industrial and 

economic mobilization as methods of placing the military resources of 

the Nation in a state of readiness. In their traditional forms, you will 

recall, industrial and economic mobilizations take time, many months 

of time. Yet a sudden massive nuclear attack upon the major 

population, industrial, and business centers of this country may wipe 

out the greater part of our productive capacity in a matter of days, 

if not hours; and the active military phase of the war may be over in a 

matter of weeks, if not days. 

Under such conditions, obviously, industrial and economic 

mobilization as we have known them can have little, if, indeed, any, 

effect upon the outcome of the war. It follows, therefore, that a full 

nuclear war will have to be waged in the main, perhaps entirely, with 

the forces and weapons in being--which means primarily SAC and its 

naval counterparts, the Air Defense Cornrnands, and so on. 
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I n e e d  n o t  d i s c u s s  h e r e  t h e  i m p a c t  of  t h i s  d r a s t i c a l l y  c h a n g e d  

s t r a t e g i c  s i t u a t i o n  o n  t h e  v a r i o u s  a s p e c t s  o f  n a t i o n a l  s e c u r i t y  p l a n n i n g - -  

t h e  r e p e r c u s s i o n s  i n  t h e  v a r i o u s  s e c t o r s  o f  t h e  d e f e n s e  p r o g r a m s .  Y o u  

a r e  a l l  m o r e  o r  l e s s  a w a r e  of  t h e m  i n  s o m e  d e g r e e ,  a t  l e a s t ,  a n d  y o u  

w i l l  h e a r  a g r e a t  d e a l  m o r e  a b o u t  t h e m  d u r i n g  t h i s  c o u r s e .  

D u r i n g  t h e  p a s t  s e v e r a l  y e a r s  t h e r e  h a v e  b e e n  m a n y  p e r s o n s - - s o m e  

in  h i g h  o f f i c i a l  p o s i t i o n s - - w h o ,  a s  I s a y ,  h a v e  t a k e n  a r a t h e r  d i m  v i e w  

of  t h e  f u t u r e  u s e f u l n e s s  of  e c o n o m i c  a n d  i n d u s t r i a l  m o b i l i z a t i o n  in  

d e a l i n g  w i t h  m a j o r  e m e r g e n c i e s .  Of c o u r s e  t h i s  v i e w  m a y  t u r n  o u t  to  

be  a m i s t a k e n  o n e ,  a n d  i t  i s  n o t  s o  w i d e l y  o r  f i r m l y  h e l d  t o d a y ,  i t  s e e m s  

t o  m e ,  a s  i t  w a s  s e v e r a l  y e a r s  b a c k .  S e e ,  f o r  e x a m p l e ,  t h e  a r t i c l e ,  

" T o m o r r o w ' s  S t r a t e g y , "  i n  t h e  L o n d o n  E c o n o m i s t  of  8 A u g u s t ,  t h i s  y e a r .  

C o n c e i v a b l y - - j u s t  c o n c e i v a b l y - - t h e r e  c a n  be  a n o t h e r  w a r  w h i c h  i n  m a g -  

n i t u d e  a n d  m a j o r  c h a r a c t e r i s t i c s  w i l l  be  v e r y  s i m i l a r  to  W o r l d  W a r  I I .  

I n  s u c h  e v e n t ,  o r  i n  c a s e  we  h a v e  a m a j o r  m i n o r  w a r  of  t h e  K o r e a n  

t y p e ,  o u r  e x p e r i e n c e  in  e c o n o m i c  m o b i l i z a t i o n  s h o u l d  be  i n  m a n y  r e s p e c t s  

a p p l i c a b l e .  

L e t  u s  s u p p o s e ,  

J 
/ 

however, that the all-out nuclear war that has been / 
/ 

uppermost in our minds actually occurs. We will undoubtedly have to : 

mobilize, but it will be a post-attack mobilization, and what we will 

mobilize will not be the war economy, as I described it earlier, so mueh 

as a disaster economy. This disaster economy will be, inescapably 
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( u n l e s s  we r e v e r t  to p r i m i t i v e  s a v a g e r y }  an e c o n o m y  p l a n n e d ,  

c o n t r o l l e d ,  and d i r e c t e d  by the  G o v e r n m e n t .  And the m o b i l i z a t i o n  and 

m a n a g e m e n t  of a d i s a s t e r  e c o n o m y  wi l l  be u n d o u b t e d l y  f a r  m o r e  d r a s t i c  

and s w e e p i n g  and f a r  m o r e  c o m p l e t e  t han  a n y  e c o n o m i c  m o b i l i z a t i o n  

the w o r l d  h a s  known to da t e .  The  i n t e r e s t  of the m i l i t a r y ,  the r o l e  of 

the m i l i t a r y  (and i n d e e d  of a l l  a g e n c i e s  c o n c e r n e d  wi th  n a t i o n a l  s e c u r i t y }  

I l e a v e  to y o u r  i m a g i n a t i o n .  T h e i r  r o l e  c l e a r l y  wi l l  be a m a j o r  one ,  

if not  the c e n t r a l  one .  

T h i s  b r i n g s  us ,  t hen ,  to the f i f th and l a s t  po in t  in ou r  o u t l i n e - - t h e  

E c o n o m i c s  of C o m p e t i t i v e  C o e x i s t e n c e .  T h i s  i s  an  a s p e c t  of the  co ld  

w a r  w h i c h  h a s  c o m e  i n c r e a s i n g l y  to the  f o r e ,  a s  you  know,  d u r i n g  the  

p a s t  s e v e r a l  y e a r s .  Much  of M r .  D i l l o n ' s  l e c t u r e  of y e s t e r d a y  b o r e  

d i r e c t l y  o r  i n d i r e c t l y  on th i s  a s p e c t .  H e r e  we h a v e  to d e a l  wi th  the  

who le  b r o a d  f i e ld  of e c o n o m i c  f o r e i g n  r e l a t i o n s  and e c o n o m i c  f o r e i g n  

p o l i c y .  H e r e  we a r e  c o n c e r n e d ,  a l t h o u g h  s o m e w h a t  u n w i l l i n g l y ,  f r o m  

the t a x p a y e r s '  v i e w p o i n t ,  wi th  the  e c o n o m i c  p r o b l e m s ,  c o n d i t i o n s ,  

h o p e s ,  and p l a n s  of m a n y  o t h e r  p a r t s  of the  w o r l d .  We a r e  c o n c e r n e d  

h e r e  wi th  n a t i o n s  r a n g i n g  at  one of the s c a l e  f r o m  C o m m u n i s t  C h i n a  

and R e p u b l i c a n  Ind ia ,  wi th  t h e i r  t r e m e n d o u s  d e v e l o p m e n t  p r o g r a m s ,  

to the l a r g e  n u m b e r  of e c o n o m i c a l l y  b a c k w a r d  and u n d e r d e v e l o p e d  

countries and peoples of Asia, 

America. 

A f r i c a ,  the  Midd l e  E a s t ,  and L a t i n  
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In th i s  a r e a  of c o m p e t i t i v e  c o e x i s t e n c e ,  too,  we a r e  d e e p l y  c o n c e r n e d  

with the  p r o b l e m s ,  h o p e s ,  and p lans  of our  A l l i e s  in  t h i s  f i e ld ,  as  we l l  

a s  wi th  n e u t r a l s ,  in E u r o p e ,  wi th  the  i m p r e s s i v e  a d v a n c e  of the  

E u r o p e a n  E c o n o m i c  C o m m u n i t y ,  wi th  the r e l a t e d  Coa l  and S tee l  

C o m m u n i t y ,  E u r a t o m ,  and the C o m m o n  M a r k e t ,  wi th  the r e c e n t  

f o r m a t i o n  of the E u r o p e a n  F r e e  T r a d e  A s s o c i a t i o n - - o r  the  O u t e r  Seven - -  

with p r o b l e m s  and p r o g r a m s  of e c o n o m i c  r a t i o n a l i z a t i o n  and g r o w t h  in  

n e a r l y  e v e r y  c o u n t r y  in E u r o p e .  

Now, the  r e a s o n s  fo r  th i s  w i d e n i n g  i n t e r e s t  in e c o n o m i c  d e v e l o p m e n t s  

e l s e w h e r e  a r e  f a i r l y  c l e a r .  E c o n o m i c  d e v e l o p m e n t  h a s  b e c o m e  a 

m a j o r  a r e a  of conf l i c t .  Many b e l i e v e  tha t  it is  the m a j o r  a r e a  of con f l i c t  

in  the cold wa r  d u r i n g  the y e a r s  i m m e d i a t e l y  ahead .  With the p r o s p e c t  

of con t i nued  n u c l e a r  p a r i t y  or  s t a l e m a t e ,  w h i c h e v e r  p h r a s e  you m a y  

p r e f e r ,  the  c o n t e s t  fo r  the u n c o m m i t t e d  na t i ons  and p e o p l e s  of the  w o r l d  

m a y  we l l  be r e s o l v e d  not  so  m u c h  on the  m i l i t a r y  and t e c h n o l o g i c a l  

l e v e l s  as on the  e c o n o m i c  and r e l a t e d  i n s t i t u t i o n a l  l e v e l s .  Many  have  

r e m a r k e d ,  for  e x a m p l e ,  upon the  p e c u l i a r  a t t r a c t i o n  and appea l  fo r  

u n d e r d e v e l o p e d  p e o p l e s  of the Sov ie t  m e t h o d  and p lan  fo r  e c o n o m i c  

d e v e l o p m e n t ,  an a t t r a c t i o n  b a s e d  e v i d e n t l y  in c o n s i d e r a b l e  p a r t  on the  

s i m i l a r i t y  of e c o n o m i c  c o n d i t i o n s  and p r o b l e m s  and the s i m i l a r i t y  of 

p o l i t i c a l  and c u l t u r a l  b a c k g r o u n d s .  S i m i l a r l y ,  the i n s t i t u t i o n s  of p r i v a t e  

c a p i t a l i s m ,  a long  wi th  c iv i l  l i b e r t i e s  and d e m o c r a t i c  g o v e r n m e n t ,  o f ten  

have  l i t t l e  m e a n i n g  o r  a p p e a l  for  t h e s e  s a m e  p e o p l e s .  
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In this area of the cold war, we as a people need to do some hard 

and, I'm afraid, rather painful thinking--for thinking usually is painful. 

At  t i m e s  we  h a v e  s h o w n  no  v e r y  g r e a t  u n d e r s t a n d i n g  of  o r ,  i n d e e d ,  

interest in the economic institutions, interests, attitudes, and needs of 

our Allies and of our friends among the uncommitted nations. Our 

national level of sophistication in economic matters is not a very high 

one. For the most part we recognize only one standard of validity-- 

the American free-enterprise system. This is the yardstick by which 

we tend to measure the economic institutions and achievements of other 

countries. This is the goal toward which we seek to bend their efforts. 

This is the evangelical message which we urge unceasingly upon others. 

This is, in my view, a very naive and unrealistic, indeed a very 

uninformed way in which to view economic institutions and economic 

behavior. Economic institutions, unemotionally seen, are a means to 

an end; but we often tend to regard them as an end themselves toward 

which all right-thinking people should work. Because certain ways of 
\ 

doing things in the production and distribution of wealth have served Us 

\ 

/ 

e x t r a o r d i n a r i l y  w e l l ,  b e c a u s e  t h e y  h a v e  b r o u g h t  u s  w h a t  we  l i k e  t o  

regard as the highest standard of living in the world, we have come widely 

t o  h o l d  t h e  c o n v i c t i o n  t h a t  o u r  e c o n o m i c  i n s t i t u t i o n s  w i l l  s e r v e  o t h e r s  

e q u a l l y  w e l l  a n d  b o t h  c a n  a n d  s h o u l d  be  t a k e n  o v e r  b y  t h e m ,  p r e f e r a b l y  

without change. And we are very critical of other peoples for not 

adopting them. 
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T a k e ,  fo r  e x a m p l e ,  wha t  we l ike  to d e s c r i b e ,  and c o n d e m n ,  as  

s o c i a l i z e d  m e d i c i n e .  E v e n  v e r y  m i l d  m e a s u r e s  fo r  p r o v i d i n g  m e d i c a l  

c a r e  t h r o u g h  g o v e r n m e n t  o r  c o m m u n i t y  a g e n c i e s  in  t h i s  c o u n t r y  a r e  

w i d e l y  d e n o u n c e d  as  a t h r e a t  to the  A m e r i c a n  w a y  of l i f e ,  as  a n t i d e m o -  

c r a t i c  and as  an  u n m i t i g a t e d  e v i l .  Now,  qu i te  p o s s i b l y ,  f o r  us t h e y  a r e  

a l l  of t h i s .  The  i s s u e  i s ,  of c o u r s e ,  a r g u a b l e .  Ye t  m a t u r e  j u d g m e n t  

r e q u i r e s  us to r e c o g n i z e  tha t  a n u m b e r  of a d v a n c e d  n a t i o n s  in o t h e r  

p a r t s  of the w o r l d  do not  f ind  s o - c a l l e d  s o c i a l i z e d  m e d i c i n e  i n c o m p a t i b l e  

wi th  d e m o c r a c y .  F o r  e x a m p l e - - t h e  S c a n d i n a v i a n  c o u n t r i e s  and B r i t a i n .  

L e t  m e  c i t e  a n o t h e r  m o r e  c o m p r e h e n s i v e  e x a m p l e .  C o n s i d e r  the 

d i f f e r e n t  w a y s  in w h i c h  s e v e r a l  n a t i o n s  f a c e d  and m e t  t h e i r  p o s t w a r  

p r o b l e m s  of e c o n o m i c  r e c o v e r y  and a d j u s t m e n t .  The  A m e r i c a n  way ,  

as  you  m a y  p o s s i b l y  r e c a l l ,  was  q u i c k l y  to t o s s  o v e r b o a r d  the e l a b o r a t e  

w a r t i m e  m a c h i n e r y  of e c o n o m i c  c o n t r o l s  o v e r  p r i c e s ,  m a t e r i a l s ,  and 

a l l  the r e s t .  " L e t ' s  ge t  b a c k  to the f r e e - e n t e r p r i s e  s y s t e m "  w a s  the  

w i d e s p r e a d  d e m a n d -  - " l e t '  s ge t  r i d  of G o v e r n m e n t  c o n t r o l s . "  And we 

v e r y  q u i c k l y  did .  

At the  o t h e r  e x t r e m e  w a s  the  USSR, wi th  i t s  t i g h t l y  r e g i m e n t e d  

c o n t r o l  and d i r e c t i o n  of e v e r y  s e g m e n t  of e c o n o m i c  l i f e ,  i n c l u d i n g  the  

d i r e c t i o n  by g o v e r n m e n t  f r o m  M o s c o w  of e v e r y  i m p o r t a n t  b r a n c h  of 

i n d u s t r y .  
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In b e t w e e n  t h e s e  two e x t r e m e s  f a l l s  the  e x p e r i e n c e  of m o s t  o t h e r  

c o u n t r i e s .  F o r  e x a m p l e ,  in the  Un i t ed  K i n g d o m  and in  N o r w a y ,  p r i v a t e  

o w n e r s h i p  and m a n a g e m e n t  of b u s i n e s s  e n t e r p r i s e  w e r e  kep t ,  in  the  

m a i n ,  but  c o m b i n e d  wi th  t h e s e  w e r e  i m p o r t a n t  m e a s u r e s  of c e n t r a l i z e d  

g o v e r n m e n t  p l a n n i n g  an'd d i r e c t i o n  of the n a t i o n a l  e c o n o m y ,  t o g e t h e r  

wi th  s t r i n g e n t  c o n t r o l s  o v e r  m a j o r  e c o n o m i c  a c t i v i t i e s  as  a m e a n s  of 

i m p l e m e n t i n g  the o v e r a l l  e c o n o m i c  p r o g r a m .  

Or  t ake  Wes t  G e r m a n y .  At the end of the w a r  it w a s  a s s u m e d  by  

m o s t  of the  e x p e r t s ,  i n c l u d i n g  the U. S. o c c u p a t i o n  a u t h o r i t i e s ,  t ha t  the 

t i g h t e s t  of e c o n o m i c  c o n t r o l s  would  be e s s e n t i a l  fo r  the  r e b u i l d i n g  and 

r e c o v e r y  of the  W e s t  G e r m a n  e c o n o m y .  But  the  G e r m a n  G o v e r n m e n t ,  

u n d e r  the p a r t y  in p o w e r ,  q u i c k l y  t h r e w  off the g r e a t e r  p a r t  of the 

w a r t i m e  c o n t r o l s .  It  g r e a t l y  r e d u c e d ,  a l t h o u g h  by  no m e a n s  e l i m i n a t e d ,  

the r o l e  of g o v e r n m e n t .  I t  gave  p r i v a t e  b u s i n e s s  a l a r g e  m e a s u r e  of 

f r e e d o m  of o p e r a t i o n .  In e f f e c t  the r e c o n s t r u c t i o n  of the  W e s t  G e r m a n  

e c o n o m y  w a s  p l a c e d  in  t h e i r  h a n d s .  

H e r e ,  t hen ,  we h a v e  a v a r i e t y  of w a y s  of d e a l i n g  wi th  a c o m m o n  

p r o b l e m - - a l t h o u g h ,  of c o u r s e ,  c o n d i t i o n s  v a r i e d  w i d e l y  f r o m  one 

c o u n t r y  to a n o t h e r .  Now l e t ' s  s e e  wha t  h a p p e n e d  as  m e a s u r e d  by 

n a t i o n a l  i n c o m e  t r e n d s  f o l l o w i n g  the  w a r .  
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CHART 

On this chart I have arranged index numbers for national income in 

constant prices (to rule out the effect of price changes) with 1948 income 

for each country taken as I00. (These data are taken from the Uo N. 

Statistical Papers.) It is unnecessary to go over these figures in detail 

and it is, of course, important to keep in mind that flat comparisons 

taken out of the context of conditions in each nation can be very 

misleading. But these data on their face do raise questions and pose 

problems. Why did the most rapid economic growth occur in the two 

employing continental nations of West Germany and the USSR, 

diametrically opposed methods? 

This much, I think, it is fair to conclude from these data: There is 

no single, clear-cut formula for dealing with major economic problems, 

whether this is the formula or ideology of free enterprise or that of 

communism. 

To sum up: If we are to understand and be successful in practicing 

t h e  e c o n o m i c s  of  c o m p e t i t i v e  c o e x i s t e n c e ,  we  m u s t  r i s e  a b o v e  t h e  

popular level of economic thought which leans heavily on outworn 

cliches and threadbare slogans. Too, we must rise above the level of 

t h a t  t h e o r y  w h i c h  h a s  s l i g h t  r e l e v a n c e  to  c u r r e n t  e c o n o m i c  p r a c t i c e ,  

h o w e v e r  a t t r a c t i v e  i t  m a y  be  o n  t h e  t h e o r e t i c a l  p l a n e .  We m u s t  a v o i d  

d o c t r i n a i r e  s o l u t i o n s  t o  t h e  p r o b l e m s  w h i c h  we  a n d  o t h e r  n a t i o n s  f a c e .  
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It i s  t i m e  now to wind up t h e s e  r e m a r k s  wi th  a few c o n c l u d i n g  

o b s e r v a t i o n s .  To be qui te  h o n e s t ,  " f e w "  m e a n s  a n o t h e r  f ive  m i n u t e s  

b e f o r e  you ge t  the  c i g a r e t t e  b r e a k .  I have  c o v e r e d  a lo t  of g round  in 

the pas t  45 m i n u t e s ,  and I s h a n ' t  a t t e m p t  a r e c a p .  The  t r a n s c r i p t  wi l l  

be a v a i l a b l e  fo r  c o n s u l t a t i o n  in  the  l i b r a r y  wi th in  s e v e r a l  days ,  in 

a c c o r d a n c e  wi th  our  u s u a l  p r a c t i c e .  

We have  b e e n  c o n c e r n e d  h e r e  t h i s  m o r n i n g  wi th  ge t t i ng  an o v e r a l l  

v i e w  of n a t i o n a l  s e c u r i t y ,  s e e n  c h i e f l y  in  i t s  e c o n o m i c  a s p e c t s .  It h a s  

b e c o m e  i n c r e a s i n g l y  e v i d e n t  s i n c e  1945 tha t  n a t i o n a l  s e c u r i t y  h a s  c o m e  
. . .  , . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - . - .  

to m e a n  f a r  m o r e  than  m i l i t a r y  d e f e n s e  and m i l i t a r y  c a p a b i l i t i e s .  It is  

c l e a r ,  too,  tha t  the  e c o n o m i c s  of  ........ n a t i o n a l  s e c u r i t y  c o m p r i s e s  f a r  m o r e  

than  e c o n o m i c  mob~iz_at ion  and the  i n d u s t r i a l  backup  of the A r m e d  

F o r c e s .  N a t i o n a l  s e c u r i t y  is  c o m p o u n d e d  of m a n y  e l e m e n t s ,  of wh ich  

m i l i t a r y  c a p a b i l i t i e s ,  fo r  t h e i r  i m p o r t a n c e ,  a r e  only  one.  Of s p e c i a l  

i m p o r t a n c e  for  m o s t  of you h e r e ,  the  r e s p o n s i b i l i t i e s  of the  m i l i t a r y  

p r o f e s s i o n  c l e a r l y  ex t end  f a r  beyond  the  t r a d i t i o n a l  b o u n d a r i e s  of 

m i l i t a r y  l e a r n i n g  and s k i l l s .  

The  focus  of our  c o u r s e  of s tudy  i s  the  e c o n o m i c s  of n a t i o n a l  

s e c u r i t y ,  c o n s i d e r e d  p r i m a r i l y  in  i t s  app l i ed  r a t h e r  than  i t s  t h e o r e t i c a l  

a s p e c t s .  But  the  n a t i o n a l  e c o n o m y  does  not f u n c t i o n  in  i so l a t i on ;  i t  does  

not  o p e r a t e  in a v a c u u m .  It f u n c t i o n s  w i th in  A m e r i c a n  s o c i e t y ,  w i th in  the  

co n t ex t  of our  to ta l  c u l t u r e .  T o d a y  e s p e c i a l l y ,  e c o n o m i c s  is  c l o s e l y  
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interwoven with and interdependent upon politics, administration, 

national morale, national idealisms, science, technology, and many 

other things. 

It is very trite but no less important for all to remind ourselves, 

too, that the economics of national security extends far beyond the 

boundar#is of the United States. The American economy functions 

within the framework of the world economy and can be understood only 

in relation to the functioning of that world economy, quite apart from the 

economics of competitive coexistence, recently preoccupying us so much. 

This year the Overseas Trip Program will give new meaning and 

emphasis to the international economic elements bearing upon our 

national security. 

It is hardly necessary, perhaps, to point up further the importance 

of an understanding of the economic facts of life for all concerned with 

national security, but especially for the military. The facts themselves 

have provided almost daily headlines for 20 years. I say "especially 

for the military profession" because military cognizance and responsi- 

bilities in this area are quite recent--from a peacetime viewpoint one 

might almost say since 1945. 

Prior to World War I, the peacetime role of the military in national 

affairs was, with some minor exceptions, negligible. Living in their 

little isolated worlds of scattered army posts and naval stations, they 
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were largely ignored or regarded with indifference by the bulk of the 

population. Their relation to both the political life and the economic 

affairs of the Nation was slight, the impact of the military budget upon 

the national economy unimportant. If the military profession of that 

day was in the main ignorant, indeed, illiterate, in economic and 

related affairs it did not greatly matter, perhaps. 

All this has changed, and changed drastically, since our involvement 

in World War II. The economic operations and responsibilities of the 

Department of Defense, as the figures indicate, are literally tremendous. 

More than this, the one time fairly clean-cut separation of war and 

peace no longer exists, and it has probably gone forever. Hot war and 

cold war merge imperceptibly into each other. We have no assurance 

when we take up the morning paper that some new incident of aggression 

will not have been brought to an international boil. War is waged as 

aggressivelyj too, on the economic and propaganda fronts as on the 

traditional military ones. Clearly the day has passed when the major 

peacetime preoccupation of the military was with the preparation of 

color plans and the study of historic campaigns. 

Whether you like it or not, in the course of your official duties you 

are all compelled to act as economists, as political scientists--believe 

it or not, to act as cultural anthropologists and demographers. The 

question is simply this: When faced with situations calling for some 
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k n o w l e d g e  and u n d e r s t a n d i n g  in t h e s e  a r e a s ,  w i l l  you be gu ided  by 

f o l k l o r e ,  m y t h o l o g y ,  by qua in t  p e r i o d  p i e c e s  of o b s o l e t e  i d e a s  and 

e r r o n e o u s  f a c t s ?  Or wi l l  you at l e a s t  be k n o w l e d g e a b l e  enough  to be 

a w a r e  tha t  a p r o b l e m  e x i s t s  and d i s c e r n i n g  enough  to b r i n g  the  b e s t  

professional talent and knowledge to bear upon its solution7 

Many of you b r i n g  to t h i s  s c h o o l  a c o n s i d e r a b l e  body  of k n o w l e d g e  

and understanding of at least some aspects of the economics of national 

security, and some of you undoubtedly have important experience gained 

in o p e r a t i o n s  in  t h i s  f i e ld .  But  u n l e s s  you have  b e e n  g r o s s l y  

m i s a s s i g n e d ,  you have  a g r e a t  dea l  to l e a r n  and a g r e a t  o p p o r t u n i t y  for  

l e a r n i n g .  It is  p r o b a b l e  that  m a n y  of you b r i n g  wi th  you not  only  s o m e  

k n o w l e d g e  and u n d e r s t a n d i n g  but a c o n s i d e r a b l e  b o d y  a l s o  of o b s o l e t e ,  

s h e l f w o r n ,  and m o r e  or  l e s s  i r r e l e v a n t  f ac t s  and i d e a s  c o n c e r n e d  wi th  

e c o n o m i c  m a t t e r s ,  f a c t s  and i d e a s  that  have  l i t t l e  m e a n i n g  today ,  e v e n  

if not  p o s i t i v e l y  e r r o n e o u s .  You wi l l  be f a c e d  wi th  the  c o m m o n  h a z a r d ,  

the  p r a c t i c e  of wh ich  we a r e  a l l  gu i l t y  in  g r e a t e r  or  l e s s  d e g r e e ,  of 

a c c e p t i n g  and f i l i ng  away  in our  m i n d s  the t h ings  wh ich  c o n f i r m  and 

s u p p o r t  p r e s e n t l y  h e l d  b e l i e f s  and o p i n i o n s  and of r e j e c t i n g - -  

c o n s c i o u s l y  or  u n c o n s c i o u s l y - - t h e  r e s t .  T h i s  m a n i f e s t l y  would  be m o s t  

u n f o r t u n a t e ,  fo r  your  w o r k  fo r  the  nex t  10 m o n t h s  is  e d u c a t i o n ,  and 

e d u c a t i o n  is  a p r o c e s s  which ,  by and l a r g e ,  l e a d s  us  to change  our  

minds--not to harden and fix our thinking in existing grooves. 
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T h e  b r o a d  f i e l d  of  t h e  s o c i a l  s c i e n c e s ,  w i t h i n  w h i c h  o u r  c o u r s e  o f  

s t u d y  l a r g e l y  f a l l s ,  i s  o n e  f i l l e d  w i t h  d i f f i c u l t i e s  a n d  f r u s t r a t i o n s .  I t  

i s  n o t  a n  a r e a  o f  e x a c t  k n o w l e d g e  w h e r e  t r u t h  a n d  f a l s i t y ,  r i g h t  a n d  

w r o n g  a r e  r e a d i l y  d i s t i n g u i s h a b l e ,  e v e n  w i t h  h a r d  w o r k i n g  a n d  c l e a r  

t h i n k i n g .  T h e  f i r m  c o n c l u s i o n  r e a c h e d  o n l y  t o o  o f t e n  i s  t h a t  t h e r e  i s  n o  

f i r m  c o n c l u s i o n .  A n d  w i t h  t h i s  p l a g u i n g  u n c e r t a i n t y  y o u  m u s t  l e a r n  to  

l i v e .  B u t  i f  f i r m  k n o w l e d g e  a n d  d e f i n i t e  c o n c l u s i o n s  a r e  o f t e n  n o t  to  be  

h a d ,  u n d e r s t a n d i n g  of  t h e  p r o b l e m s - - s o m e  u n d e r s t a n d i n g - - c o n d i t i o n s  

a n d  i s s u e s  a n d  of  t h e  l i m i t s  o f  p r e c i s e  k n o w l e d g e  i s  o p e n  to  a l l ;  b u t ,  

of  c o u r s e ,  n o t  w i t h o u t  c o n s i d e r a b l e  e f f o r t  on  o u r  p a r t ,  f o r  t h e  d i f f i c u l -  

t i e s  to  be  o v e r c o m e  a r e  g r e a t .  N o t  o n l y  a r e  t h e  e x p e r t s  n o t  in  a g r e e m e n t  

i n  f i e l d s  w h i c h  a r e  f i l l e d  o f t e n  w i t h  m u c h  c o n t r o v e r s y ,  b u t  e v e r y  one  of  

u s  i s  e q u i p p e d  w i t h  a w i d e  a n d  v a r i e d  s t o c k  of  i d e a s  a n d  c o n c e p t s  w h i c h  

c o l l e c t i v e l y  i n  e a c h  a r e a  c o m p r i s e  a b i a s  w h i c h  o f t e n  p r o v i d e s  a v e r y  

e f f e c t i v e  b a r r i e r  t o  n e w  i d e a s .  W i t h  m o s t  o f  u s ,  i n  t h e  a r e a s  o u t s i d e  

o u r  s p e c i a l i z a t i o n ,  f a c t s ,  i d e a s ,  c o n c e p t s ,  a n d  t h e o r i e s  a r e  a b s o r b e d  

o v e r  t h e  y e a r s  on  t h e  w h o l e  i n  a v e r y  h i t - o r - m i s s ,  a c c i d e n t a l  f a s h i o n .  

I n  t h e i r  c o l l e c t i o n  we  h a v e  p r o b a b l y  g i v e n  no  g r e a t  a m o u n t  of  s y s t e m a t i c ,  

c a r e f u l  t h o u g h t ,  b u t  t h e s e  i d e a s  h a v e  b e c o m e  p a r t  of  u s  a n d  o f t e n  we  

d e f e n d  t h e m  to  t h e  d e a t h ,  h o w e v e r  o b s o l e t e  t h e y  m a y  b e .  

I f  d u r i n g  t h e  c o m i n g  10 m o n t h s  y o u  c a n  d e t e r m i n e  a n d  i d e n t i f y  

y o u r  b i a s e s  i n  t h e  f i e l d  of  o u r  i n t e r e s t s  a n d  h a v e  t h e  c o u r a g e  to  e x a m i n e  
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t h e m  c r i t i c a l l y  and ,  w h e r e  n e c e s s a r y ,  m o d i f y  t h e m ,  if you  a d v a n c e  

y o u r  a b i l i t y  to d i s t i n g u i s h  b e t w e e n  f a c t  and op in ion ,  to p r o t e c t  y o u r -  

s e l v e s  a g a i n s t  the i n f l u e n c e  of y o u r  own p r e j u d i c e s  and p r e c o n c e p t i o n s - -  

in s h o r t ,  to a d v a n c e  or  a c q u i r e  the  h a b i t s  of a f a i r  m e a s u r e  of 

o b j e c t i v i t y  or  d e t a c h m e n t  in y o u r  t h i n k i n g - - t h i s  m a y  w e l l  have  m o r e  

f u t u r e  m e a n i n g  and v a l u e  f o r  you than  a l l  the v a r i e d  s t o r e  of i n f o r m a t i o n  

and i d e a s  w h i c h  you  wi l l  i n e s c a p a b l y  a c c u m u l a t e  d u r i n g  t h e s e  nex t  10 

m o n t h s .  

T h a n k  you .  

C O L O N E L  SILLS:  G e n t l e m e n ,  D r .  H u n t e r  i s  r e a d y  f o r  y o u r  

q u e s t i o n s .  

QUESTION:  S i r ,  in  the  d i s c u s s i o n  of w a r  e c o n o m y  you w e r e  

d i s c u s s i n g  m a i n l y  the r e s t r a i n t s  on m a n a g e m e n t .  I w o n d e r  if you 

would  d i s c u s s  the  r e s t r a i n t s  on l a b o r  and y o u r  a s s e s s m e n t  of t h e i r  

e f f e c t i v e n e s s  in  W o r l d  W a r  I_I, and why  we t o l e r a t e d  a s t r i k e  

s i t u a t i o n  at  a l l .  

DR.  H U N T E R :  T h a t ' s  a n i ce  o r d e r .  Is  S a m  Hi l l  in  the  a u d i e n c e ?  

I 'd  l i ke  to ge t  S a m  fo r  t h i s .  H e ' s  a v o i d i n g  t h e s e  t h i n g s .  Wel l ,  t h i s  i s  

one of the a r e a s  w h e r e  it  i s  d i f f i cu l t  to e s c a p e  f r o m  a v i e w p o i n t  w h i c h  

e a c h  one of us h a s  bu i l t  up, d o u b t l e s s ,  o v e r  m a n y  y e a r s .  T h i s  a r e a  of 

l a b o r - m a n a g e m e n t  r e l a t i o n s  i s ,  I t h ink ,  one of the m o s t  i n t e r e s t i n g  and 

s i g n i f i c a n t  in  ou r  who le  p r o g r a m .  T h e s e  p r o b l e m s  wi l l  be d e a l t  wi th  
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and you wi l l  h a v e  an  o p p o r t u n i t y  to h e a r  t h e m  d i s c u s s e d  f r o m  the v i e w -  

po in t  of both m a n a g e m e n t  and l a b o r .  

J u s t  to m a k e  a c o u p l e  of po in t s  on a r a t h e r  l a r g e  s u b j e c t ,  the  

p r i n c i p l e  on w h i c h  we have  o p e r a t e d  in th i s  c o u n t r y  in  both m o b i l i z a t i o n s ,  

fo r  W o r l d  W a r  I and W o r l d  W a r  II ,  is  to m a i n t a i n  t h i n g s  a s  u s u a l  a s  f a r  

a s  p o s s i b l e .  T h a t  at  f i r s t  s igh t  s e e m s  to be a r a t h e r  u n h a p p y  w a y  of 

d e a l i n g  with  a n a t i o n a l  e m e r g e n c y  in  w h i c h  the  l i fe  of the Na t i on ,  o r  a 

g r e a t  dea l  of i t s  i n t e r e s t s ,  a t  l e a s t ,  is  at  s t a k e .  But ,  f o r  e x a m p l e ,  

in  the p r i v a t e - e n t e r p r i s e  e c o n o m y  t h e r e  h a v e  b e e n  m a n y  who have  

i n s i s t e d  tha t  we m u s t  t ake  the  p r o f i t s  out of w a r .  The  A m e r i c a n  L e g i o n  

and c e r t a i n  o t h e r  g r o u p s  d u r i n g  the 1930's  a g i t a t e d  v e r y  s t r o n g l y  in a 

m o v e m e n t  to e l i m i n a t e  p r o f i t s  of w a r .  The  m o v e m e n t  w a s  c o n s i d e r e d  

in C o n g r e s s  at  g r e a t  l e n g t h  and no a c t i o n  w a s  t a k e n ,  b e c a u s e  i t  w a s  

r e c o g n i z e d  tha t  to t ake  the p r o f i t s  out of w a r  would  be to e l i m i n a t e  the 

d r i v i n g  d y n a m i c s  of ou r  s y s t e m .  T h e r e f o r e ,  we k e e p  the  p r o f i t  s y s t e m .  

W e l l ,  s i m i l a r l y ,  if we k e e p  the p r o f i t  s y s t e m ,  if we a l l o w  b u s i n e s s -  

m e n ,  i n d u s t r y  m e n ,  to p u r s u e  p r o f i t s  as  u s u a l ,  we s i m i l a r l y  h a v e  to 

a l l o w  o t h e r  g r o u p s  in  the s o c i a l  o r d e r  to p u r s u e  t h e i r  i n t e r e s t s ,  and 

l a b o r ,  of c o u r s e ,  s e e k s  to ob ta in  h i g h e r  w a g e s ,  s t i m u l a t e d ,  of c o u r s e ,  

by  the f ac t  of the  h i g h e r  p r o f i t s  tha t  b u s i n e s s  i s  m a k i n g .  And,  of c o u r s e ,  

the on ly  m e a n s  l a b o r  h a s  b e e n  ab le  to evo lve  f o r  e n f o r c i n g  i t s  d e m a n d s  is  

the s t r i k e .  
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Organized labor, and all the methods by which it functions in its 

relations with business, is one of the basic components of American 

society. Therefore, in wartime it is necessary to keep in mind that, 

unless you wan.t to risk_very great uPsets in the functioning . O f xqu r .... 

production economy,. ~ouWve got on the whole to maintain the prewar 

structure. 

To come more specifically down to the point of strikes, I think if 

you will look up the record of time lost in terms of man days by strikes 

during World Wars I and II and Korea, you will find that in wartime there 

is a decided slump, that the curve of time lost through strikes goes very 

sharply down during the period of war. 

I can refer to these things only just briefly, but a great deal of 

attention will be given to that subject. It will be explored in considerable 

detail. 

C O L O N E L  SILLS: I m i g h t  add to tha t  tha t  the C o m m a n d a n t  is  

w o r k i n g  wi th  Mr .  H a y e s ,  who is  a top l a b o r  o f f i c i a l  in W a s h i n g t o n  and 

i s  a l so  a m e m b e r  of the B o a r d  of A d v i s e r s  of the  C o l l e g e ,  to s ee  that  you 

get  a d e q u a t e  c o v e r a g e  th i s  y e a r  on the l a b o r - m a n a g e m e n t  p r o b l e m .  

G E N E R A L  HOUSEMAN: F r o m  the l a b o r  point  of v iew.  

C O L O N E L  SILLS: Y e s ,  Mr .  H a y e s  wi l l  g ive  the l a b o r  poin t  of 

v iew.  Y o u ' l l  ge t  a d e q u a t e  c o v e r a g e  of tha t .  
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QUESTION: U n d e r  t h i s  l a s t  i t e m ,  No. 5, on C o m p e t i t i v e  

C o e x i s t e n c e ,  y e s t e r d a y  we w e r e  to ld  that  the popu la t i on  of South 

A m e r i c a  would doub le ,  f r o m  300 m i l l i o n  to 600 m i l l i o n ,  in 1980. 

I u n d e r s t a n d  tha t  it t a k e s  about  $10,000 of c ap i t a l  i n v e s t m e n t  to 

p r o v i d e  one job.  If the  p o p u l a t i o n  i n c r e a s e s  by 300 m i l l i o n ,  t h e r e ' s  

about  $300 b i l l i o n  of c ap i t a l  i n v e s t m e n t  n e e d e d  to p r o v i d e  jobs  fo r  a l l  

t h o s e  South A m e r i c a n s .  W h e r e  i s  a l l  tha t  m o n e y  go ing  to c o m e  f r o m ?  

DR. HUNTER: You a r e  r a i s i n g  one of the  m o s t  b a s i c  i s s u e s  tha t  

a l l  of the u n d e r d e v e l o p e d ,  or  u n d e v e l o p e d ,  or  b a c k w a r d  c o u n t r i e s - -  

or  w h a t e v e r  you ca l l  t h e m - - a r e  f aced  wi th .  At a g i v e n  l e v e l  of d e v e l o p -  

m e n t ,  such  as  we have  in m a n y  p a r t s  of L a t i n  A m e r i c a ,  in  a p r e d o m i -  

nan t ly  a g r i c u l t u r a l  s o c i e t y ,  the n a t i o n a l  p r o d u c t i o n  g o e s  l a r g e l y  into 

c o n s u m p t i o n  fo r  k e e p i n g  peop le  jus t  a l i ve .  So t h e r e  i s  v e r y  l i t t l e  l e f t  

o v e r  to p lough  back  into p r o d u c t i o n  in  the  f o r m  of m a c h i n e r y ,  e q u i p m e n t ,  

f e r t i l i z e r ,  b e t t e r  m e t h o d s ,  and the l i k e .  The  big  p r o b l e m  is  to g ive  the 

u n d e r d e v e l o p e d  na t i on  a s t a r t  in g e t t i n g  out of the  v i c i o u s  c i r c l e  of 

hav ing  to c o n s u m e  v i r t u a l l y  e v e r y t h i n g  t h e y  p r o d u c e  t h e m s e l v e s .  In 

that  i n i t i a l  s t age ,  a l a r g e  a m o u n t  of the c a p i t a l  m u s t  c o m e  f r o m  the 

o u t s i d e ,  p r i v a t e l y  supp l i ed  or  s u p p l i e d  by g o v e r n m e n t a l  o r g a n i z a t i o n s .  

Once  the e c o n o m i c  g r o w t h  can  be s t a r t e d ,  t h e y  can  ge t  beyond  the point  

w h e r e  t hey  a r e  c o n s u m i n g  n e a r l y  e v e r y t h i n g  t h e y  p r o d u c e .  T h e n  t h e y  

can  b e g i n  to s a l t  back  in to  p r o d u c t i o n .  
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The  big p r o b l e m  is  in the i n t e r m e d i a t e  s t a g e ,  w h i c h  y o u r  q u e s t i o n  

r e f e r s  to ,  w h e r e  the  p o p u l a t i o n  i n c r e a s e  z o o m s  u p w a r d  a s  a r e s u l t  of 

the i m p r o v e d  m e d i c a l  and publ ic  h e a l t h  f a c i l i t i e s  and it  l o o k s  as  t hough  

the a b i l i t y  to p r o d u c e  to m e e t  the n e e d s  of tha t  g r o u p  c a n n o t  p o s s i b l y  

r e a c h  the u p p e r  g r o u p .  Tha t  i s  a p r o b l e m  we a r e  s i m p l y  f a c e d  wi th ,  

and  I h a v e n ' t  r e a d  of a n y o n e  who s e e s  any  v e r y  c l e a r  a n s w e r  to i t .  

QUESTION- D r .  H u n t e r ,  you  s h o w e d  the U n i t e d  K i n g d o m ,  N o r w a y ,  

and G e r m a n y  in  y o u r  i n d e x  n u m b e r s  on one c h a r t .  D u r i n g  tha t  p e r i o d  

of t i m e ,  1950 to 1954, the  Un i t ed  K i n g d o m  and N o r w a y  w e r e  r e c e i v i n g  

m i l i t a r y  a id ,  but  G e r m a n y  w a s  not .  Would  you  c a r e  to c o m m e n t  on the  

e f f e c t  of the m i l i t a r y  aid and the c a u s e  of the r i s e  on the p a r t  of G e r m a n y  

a l m o s t  c o m p a r a b l e  to tha t  of the Un i t ed  K i n g d o m  and N o r w a y ?  

DR.  H U N T E R :  T h a t l s  a v e r y  i n t e r e s t i n g  po in t ,  C a p t a i n .  I a m  

a f r a i d  I c a n l t  he lp  you  on i t .  I a m  not  an  e x p e r t  in the  a r e a s  w h i c h  I 

d e a l t  wi th .  I w a s  s i m p l y  i n t e r e s t e d  in t h e s e  d e v e l o p m e n t s  and to no te  

the d i v e r s i t y  w i thou t  b e i n g  in  a p o s i t i o n  to d i s c u s s ,  e x c e p t  in  v e r y  

g e n e r a l  t e r m s ,  s o m e  of the  c a u s e s  fo r  t h e s e .  As to the  poin t  you 

r a i s e d  wi th  r e f e r e n c e  to the d i f f e r e n c e  in  m i l i t a r y  a id ,  I donTt know 

wha t  the  r e p e r c u s s i o n s  of tha t  m a y  o r  m a y  not  h a v e  b e e n .  IVm s o r r y .  

QUESTION:  Is  a po in t  of i n f o r m a t i o n  or  f ac t  in  o r d e r ?  

C O L O N E L  SILLS:  Y e s .  
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COMMENT: Germany was receiving aid during that period also. 

It was subsequent to that time that Germany began buying goods. Germany 

got nearly a billion dollars in aid. 

COLONEL SILLS: Gentlemen, we have a 10:30 lecture, so wetll 

have to break this up. Louie, you have certainly given us a fine outlook 

on what is ahead of us. I am sure that we all have a better idea of 

national security than we had. 
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