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INDUSTRY' S APPi~O.,':tCH TO f~QU IRE~.,ffLNTS 

24 November 1947 

I,.~. IN~.NKEL: General i..IcKinley, Captain Worthington, Colonel 
I,..]icko].sen, and gentlemen: The subject of our lecture this morning is 
"Industry's kpproach to Requirements." In selecting this subject, it 
vms our thinking that you should have at least a picture as tO how ~ o~e 
industry develops its sales forecast or production goals, whic!-,', after 
all, is what we call require..~ents~ At the same time consideration v~s 
giw:n to the possibility that the ~..iilitary Se.rvicos could use. some of 
the methods that industry uses in determining their requirements. 

IJ'.~o are very fortlmato this T,'Lor:,~ing in obtaining a speake, r whose 
company has set up a forecasting sales organization after h::~ving 
s,,ucz~,~ the methods which several other industries h~ve used. He is 
f,-ssist~nt to the President of the Por,~,sylw~nia Salt ~m.i"T~ 1 ..... ~,o~'~ -~ Com- 
pany. 

It gives me groat pleasure to present "to you Mr. Davies. 

I('~. D.~l,,~o: Thank you very much. I wish all our people mn in- 
dustry could soc th~ s group today because it would incrc:,~,su th<, ~ confi- 
dence that industry has in the :.[ilitary Establis~nnents. 

! think~ if we are going to speak about industry's approach to 
requirements we ought to s~;lect an industry v4~ich may bear some analogy 

t - - I • , 

to the 3'lilitary Establmshmont. Tnu chemical industry is a broad one 
and it probably should be called a [~roup of industries, Shall v,'e select 
the insecticide industry as one which bears som~ resombianco to yours? 

. I am serious about the insecticide industry, b~causc, whereas the 
fer~i!izcr industry is engaged in increasing the well-being of agri- 
cultural gro~.~rth and agricultural, lifo, the insecticide industry is busy 
with the hard job of protecting it.. 

I n  any company th~',re have to be basic objectives sot forth if 
the company is goin~ he prosper and do its job in the ocono~.-~y. The 
insocticidb industry might verywoll have as its basic objective the 
making of money on its curro~It insecticides, just as the, qilitary 
Establishment might very well--not of this country but of another 
country--have as its prim;ipal objective the, maintenance of its posi- 
tion at the present status. 
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The excuse for the insecticide Inaustry, of cours-~, is not that 
. . . . . .  -~ v" , The it kueps its omoloy.ms employed and keeps its salesmen ,,or:,xn~, 

excuse is that it provides for %he defense of the plants from att~ck- 
i~Ig insects, and in so far as the irsccticide industry loses th:rt ~)oint 
and thr;t objective, under our ocono~\y at least, it fails by the way- 

side. ~ : • '~ • 

Incur ccmpa~v we ha'/e'~'2ioneered, ,bc_~e~e, a nev~- philosophy of 
contro!'ling~ t)~o business, ~'[c have said that if we onc e se-b ~ forth our • 
objectives,, then t}ko decision,s necessary to oporat 9 tho come,any'-~'~ii! 

T" ' • bc ::aado on the basis of c.StimatoS of facts~, nuL docsn'",% Sound ii][o a 
revolutionar~y thing x but if ~<.U v.~ill ana!yzc it, y6u ~vill see theft l~. 

ise • ,~ 

The decisions for opernSing the camp's.my are made on th,o estimates 
of facts and not on rucor~m~o~id~.~•L•O~IS ...... lob means that -,<,hen au~ official 
• :,t any e~helon ~r~a s t O m':~ ~[e~ a decision, he must:• have before hi'u c~ti-• " • 

mates of facts on which he bases his decision. He mus.t not do ~.~hat 
ho.s b<~on done generally in the past--and I don~t ltno~.v how you do it in 

s~bl~hn ..... t--,.~, must not say, "Because my priuoipnl 
liouto.v..ant recom~.{onds tq%is 'hnd 7 havo.oor~flidcnce in him, I ~.'il! ~._~ake 

, !  . . " ; ,  

this do ci sicu. ~ ' ~  

~7'.~m,t he does instead, ho says, :"l.:~,rill make th~ decision myself on 
the basis of facts o9 ~stluaoos of facts prosent,.~d to me. If th~ dooislon 

tn, t i arm comn~ tc hay<, ~ time myself to look i~to~ if is something ' ~ . not • " -' 
I am not going to have t'.mc myself to examine these estimates of _fr, cts~ 
then I will "~rrangc that th<) subordi:mto make the d~cision and t~ko the 
responsibility for it." 

~"~o found th':,t ~ + . . . . .  s~.ea] nnd very cffccbiv~, ~' '- C C, uS re- ,, .ys . . . . . .  very u~ , _ "  . .  

g,.rdl~ o products, ~v~ find, fal~ :n.J.oe].y i ~ . " ~ " ~ ,  

to m~..~'tho decisions ~;..'o put all estimates of fncts into this single 
pattcrr_. T ~''" ~ " - ~ ,_~, we know-,vherc to ~ook for pertinent facts. ~'.c k.uov; 
vi~.',~ro the •gaps are in the pattern. 

No-a', I think if I can use the board h.:~rc a nit:ate i c,~n shou" you 
"v,hat I moan by this pattern° ]~ro say that the i~'~<,ts r,.o~rdl_: s a prod- 
uct can be divided into four groups: "use," " " " , ~ '~ " . d].str].ba .... o~., "nmnu- 

i'ac%uring," and "raw ~aatoria].s." !~o~r ~vo s:~y also ~. ~ there 
t~os of facts on a product in each'of these cafeterias. There ?,re the 
facts on the preso~qt situatio~.l and there ar~• the facts on our op~!or- 
tunitios, ?Je then have a pattorn,, and do~,m below, hero vre have another 
group we add, which is "profit," ..... 

• : • .. : 

This pattern system is used first it_ th.s oo~_~:rol of our curl*ant 
oporati~'ns. Conti!~uing with the insecticide industry as the ox;.uuplc, 
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suppose' there is a dem.~nd for a product yc, ar after year %0 combat in- 
sects in the cot.ton South. %~% have to forecast the exact roquxrem~..l~ 

~pcr month, per quartor, or per year in order that we wonT t. have ex- 
cessive inventor.i~s .or bc short o'~ irc~cntories; in order tha~ our 
labor supply may be kept smooth;, in order tl'~c~t the c~mpany may be ru~ 

• smoothly. 

This is what we do: The ~,iarkot Research D~partment, which I sup- 
pose~ r~ould corresPOnd somov~hat to the intelligence group of the ['~!i- 

" !tar~: Establishmgnt , r~ports, (1) the general outlook for in4ustry over 
the next period, over.thc forecasted period; (2) the ~'utloc.< i'%r in- 
stc%icides :in~'go~ieral; (5) the outlook for ip.sobticides i~ the cobton 
South; and fi~o:alJ.y, .the outlook for the partici{ia r ~t]U)o of insecticide 
concerned, in .the cotton South. 

• •That report is the result of" discus~:~ions ~,ith people t}m~ou[ihout 
th6 industry, ingow-~r~.ent, and by personal invosti~tion, That re- 
port on "use,"' r,-hich we ~.ill say comes from the ~.[nrket ROa~.rch Do. 
par~.=el/%, ~ goes to the sales ~ ~ poop~, the people ~.vl~o arc ros]~.onsiblo for 
"D" " " " , i s t r l b u t ~ o n  - - a c t u a l l y  moving the Goods and d o l i v c r i n G  them to  tho 
u s o r s ,  The sa los poeple,  u s i n g  t h a t  r e p o r t  as a backgro~~d,  s t i c k  
t h e i r  nocks out and say hc.~v many pounds of  t~.mo p roduc t  the'¢ can s e l l  
d u r i n g  tho.  next  q u a r t J r  or  the n o i t  s p o c i f i o  p e r i o d  to  t h a t  i n d u s t r y .  
The est~mat~s thon  pass t o  th .~  U~nu f~c tu r i ng  Dop~rtm~n~t. 

:~ T h o .  L ' ~ a n u f a c t u r i n i ? . D e p a r t m o n t  q u i c k l y  c o m p a r e s  t h e  r , ~ q ~ r  . . . .  u ~ t s  

spoc'ifi0d hcrc with the c.npaoity of its processes, a~ud it of 'course 
krovos ht all times thu c<pacity of all of its ~roccssos. If the re- 
q.uircmonts here are bc]o:,v the uiti.Lato c~'pacity, th<; l~innufacturing De- 
partment and the pls.nt superintendents gear their p!ann~,d eperati,ms to 
that . . . .  ~ ~ , -  ~ . . . . .  ~(.qu_~oL~.n,, ar.d -snon Ot, ss the znformatlon ~1~. +., the ,.~urchasi~ 
people, having .inter. . proted the~.~ in terms of the po(n~@.~ cf ra~~ r:ate',"ials 
and pounds of supplies .necessary in T'ma-~_u/~ac~aro," 

The purchasing people resnonsiblo for raw mat~Jrials th,:m !Jok over 
their stocks, If they find "Lh{ring this ne~t quarter ~..e don't have 
enough stock -to supply what the ~Jhnui'acturing Department says they need," 
they plac~ orders for exactly the am,-'unt required to fill th~ nJcd ~~nd 
maintain a safe stock. 

Now, that is the method of co-~_trol].ing our current op~raticns. 
There is a cormuittco, composed ,of reprosqntatives c~.ucorned -~ith all 
four.of those fm~ctions, ~ continually com0qrimg pcrfcrmanco with fore- 
casts. We started out with our forecasting system about a year ago. 
Under ..ur prcsert fcrccastinG system, w.~ had an eight perceut error over 
the first period in which wc had complete performance figurcs. ~[o now 
have it doval to about a throe percent error. The Armstrong Cork people 
have their fore c~ sting system dovm. to a one percent error cn uu a~ual 
basis, 
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:. If rcpr.es~ntativcs of these four groups have to be faced cvc~'y 
_l<..nt .... ~th a r~p..,~t ..f h... f::.r off they wcr~, it has a r~m<rkab].o 
effect, in sharpeningup their o~,timatCs, In fact, we give .a prize tc 
the sal~s division which is "the f,.rtnest .;f~ in its cstlmato, It is 
a prize net tc be desired, it passes from o.uc sales dfv'isicn to 
another, i t~ir~k on the last c.~le so.nobody ~';as 50 percent off in an 
estimate .for one month, and the; effect c~f talllag ~tbentic.n to these 
errors in estimates is substantial, Of cc.urse~ sometimes someone 
tries to shift a ~u'~stako te so:nobody else,, but. that cust<~,~ is n~.~t 
applicable, in a ]'.~filitary E~+~1~b""~"it~.~, ~,..~ , I kr,.Ow,: . ... .: 

, .( 

• s p e k o n  , . . . . .  or N e w t  a l l  w e  h a v e  o f  s o  f a r  c o n c e r n s  t h e  : u o t ~ l : . d  ' °  c e n -  

tr"l!i'ng .current operations., .One reason why :I t~ink we shcu!d]-~i.ck 
• .-the insecticide industry isthat frcquently"th<~, "Use" as. reported'this 

• ~ " "U~o" r6portod two months ago, so moll%h: is entirely different :from the ~ 
• " that the. capacity availabl~ for makin~g the insecticide f.~r <-hich thcr~ 

" ,, . t~.ntn of ~,~ha~ is required~ l q c  arc" c,:)nsta:':tly is a dcm.und may be only " " '" '~ 

l~acod ~.%th the need f.;r exp:u~osicn in pr~.duction c:f some commodity cr 
for ~'~'-"~:,.~,.in,..2 an entirely new cc~mnodiby, ~hich, it seems t.'~ r,.e, is analo- 
[~us to the. problems which y::u mus% have, 

.[ 

~" ~hn ~ happens, T h e  ~r- ~c f<:,.ll~-w a second pattern, hov~evcr, when ~- ~ , ~ ~  

]~ot Research Depc, r'bmenh doter'nines that there is a sudden infestation 
.of the volv<::t catepi!lar in the cotton South and it rop:,rts that tc the 
distribution pcoplo] und they report it to, the ma~nfacturing pocple, and 
so on d,:.,'~.~ the line. Andas happ{:;ned a few m:'nths ,. ~..'~~'~ ~/.'hon there ~,,ns 
this particular infestation of velvet cite, pillar that }'.,~s going to c<m- 
plctcly~wipe cut the peanut 9top in the sp.~cc or ~ a fcw.~.~'oeks, this ~,~ord 
",;~s passed d,.w~_ tg tho ],:...~nu~actu_ing D~partment; it had enough stock [ , . 

pile cf just the product required, It h.uppened • t<~ be a very fit%ely 
gr,,iund cryolite ~roduct which is used for c,::mbating th~ v,slvet cater- 
pillar, -",iithcut havi'_.~:j tc go be.yor.d this, the Sales DcpartmentSs esti- 
mate was revised tb I0 times as grcr, t as originally f~,rccast I 'r that 
pr~ticular, period. ?fnen the Agriculture Dopar.tment said'it r~s ,neces- 
sary to save the cotton South to get this cryolite, the }.k~nufachn'ing 
Department was abl~ tc shi P 20 tons the first day and scvmral carloads 
thee day aft,~r because of the stoc~, pike cf finished pr,:,duct i~z the 

s~ck pile cf finished stock pi~e, nc~ st:~ck pile ~' ra:~. ." matorials, but ~ 
product. V/o were able to ~£tiSfy %h~.t threat to I. the +peanut industry. 

Frequently, however, the w~'r~ comes that there is nc stock pile; 
in fact, that ~c are net ove~,_ makin~ t hp/ product roquirod~ Then, t/~is 
special pattern is followed by deciding whether t<- gc a!:cad with ex- 
pansion. The word comes that there is a now product which will be in 
demand. The am.~unt is estimated. The iianufacturing Department says 

m l  ,-~ they havc.n~t any of it. ~<.,s,~thcr ~!th the Research and Dcvcl~pmcnt De- 
partment they determine how much it ~;~-ould cost to build a •plant %o pro- 
duco the amour~t required. They detornino the raw m~rxals roquired,~ 
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and -~,~-~: Purchasinil Dop~,rcmcnt' <~.~<+ ,~ r.. ,ine s +  " v~hc.thor ' that w<~uld be 
• available and how. - 

kTov~, wl,~.c_~ ~% cc.m.!~s t<, <.'.Xp:",nsi'-..r.~ t~his it.o,:~ <'f "Pr~-fit" c::mos in, 
I t]lir.k ol.tr L!ll'.~]:o~ r Y.LmV' .,.~l.~.L ¢!'J]l+]'t +' • I (i<:q"tlt ks<'c:~'v u.m..'+oL,Ij r£h:;b the 

anal r.gL." w<uld be to "pr{,fit," i~< ~+\ :~d.].it.~.ry Estublislm~,.:~:t, but in o,n 
imius%rial ,+stab].isbm~n~..t+ (.,.L o<:urs,;', ;v,:. c:~r+It justify a',.ly , ] x : , - n + m . J + -  in 

." ...... first, that "the im+/es'bm<%nt can be "li/Sr_ilf'.tot~ro" u/q].OSS %'I" C,St]'l ~:,~i,+.~•:~ 

~ p a i d ,  a~:Ld, s e c < ; n d ,  t l m t  u i h i : '  r . . :buu ' .~  ~•,n i t  c~ ,n  b e  .made t.~+ j u s t i f y  

mishing the invmst.munt. 

~ h . + s  p r o f i t  i s  h : : ' , r d  t o  ~ ' ,  ,~  ~ ,.~ "- '  ~+ ~ . ~ , , ~ + ~  tou r s .+ . ,  +, bocaus~ i% c~p~nds on 
prodicting oxe, otly v'h '~% c:.sts are L y i n g  t <  be e n d  ~;'[:+ab the ~,o!].ing 
pric{; J s ~y ing t¢ be and bha% the. volume is-{{~oin~ 3 to bo~ all b6f,~ro 
ycu'},_avc oven b.:i!ta plant. 4.b, hh..~refor,-~, have an entir~!y seporato 
r. ctivit¥ 5.]% %he company ~llle, d a n  ",~'xpansi<,.n system•" 

Our exl::ansi<~n system era.braces all the oxpansi,:.n decisi.~'ns that have 
t c i ' :  m a d e  i n  t!,+:: +. O o ' . u p a u y ,  a n d  +'re s a y  t h e r e  a r c  f ~ . u r  tyL~CS < f  e . x ~ + ~ a n s i o n  

dooisic, r.s. 'l'h~ first is, do ~.~t]j.~,.~! ~%~r%her, and that ~..~r, label as a 
d~c.isi,~.u--"do ...... t h o r . ,  u f u r t ~ - J ~ , m ~ " ' u o  ~ y  +_± we d o  n,-thin~ i~arthur that 
is just as much '.~ d~cJ.si~:n as ;.~r;y ~-,f th.rSo others• 

Second, to .jot more ir..f<rmatio.~ rcg<rdins cxpaudiun, either in 
the. laberatery, or in the ....... + +" ~-~,.r .... t+ ,n on it is to be 
used;: to get Jaw mattrial infcr:+m'.tion, us to whether v;o could m~ko it 
i f  ~:e had t h e  prcc<~ss• 

Tho third is to undortukc <~xol~>.rrt,.>ry ,~,pcratiuns--thatis to 
build a pil:yt plant, -ho g< .... ,ut in ti~.u field and try to s~ll some. other 
explerat,.:ry opera ti,:~n~, 

t '.' 

Li.~d, four, to undertake ~',~-', ""] c ..... (.rc~ .... operati~'ns--t~ make ar_.d soil on 
a c~.~m,~erci.:~l basis. 

i . . . .  

Th,~s<-,' 'repr<~sont :th,:!i four dejro,os of interest th:=t a compnny like 
"OU~'S has i;~ !Tettinc into somothih! 2 m~w ,or o'xpandinc its pr~ducti.~n and 
salts, : " • " • 

B<.~f,~re we make any typ~ of d(;cisi<n v.~ must .h~ , re  th:, ostimatc of 
f:,cts presented in "pr,.~se.nt ~ituatict.'." part of tb.o pattern• Jo have 
to shc,vr vdmt is the present situatic~i in the use 'of the pr-:pcs~d pro~- 
.ue, t s how much is used n,w, ~hcr...:: it is used, and h~w~, who sells it now, 
through what channels, wb; makes it r....w, and what is the cost cf m,unu- 
fact~.u~o? Lhnt meth.:'d do they use, and ~,~'h~C is their p:~tont structure? 
L~erc do they (>-<t raw ma~berials? Do th<,y have an cd!~c on raw mator- 
i~Is? 

m [}~ ('~:~ '~i ~+ ,~'., '~ ,r,-' ~ 
,- . . . .  iLi't i ?~ <.,~_~ ~ ~i ~!.~ {.~ ,.~ ~ :._'~ 



After we present the "present situat.~on side, then we move over here 
• . ,! 

to the "our opportunities and s~y, now, what are our oppor~bunities 
regarding, this proposed expansion as seperate from just the g~neral 
pges~nt situation? What are the o2portunities reg~rding the "use" of 
it? Do ws h~.~ve some particular edge on, .let. us say, the cotton indus- 
try? In the "distribution," is the fact that our distributors are 
serving that industry going to be helpfu], to us and put us in a com- 

. ,, • 

petitive advantage in the "manufacturing? Do we already have kno~v-now 
~.'~hich is similar? Do we already have equipment which could be used? 
Do we already have a mine that would produce some of the "raw materials?" 
Do we' have a satisfactory contrao.t to .get whatever raw materials v:e 
need? Then logically follows aftst these four, "..~hat "profit" could we 
make on it? 

Now, profit here doesn't only mean' dollars returned. It may mean 
• lack of loss. That is, it may be necessary to exp~nd ~ithout making 
any profit in or~cr to hold our .position in the industry. So profit 
is really, as we sho~ it here, wh~.t difference would it make to our 
company's he'alth and operations if ~'~e proceeded, as opposed to a de- 
cision of not to proceed? 

t 

Based on the estimates of facts ;2r.,~sent~d in this pattern, v;e then 
decide whether to expand or net, and u.'o decide which of thu'se four ex- 

-r t!~i.~fi~ is the pansion decisions to take, bearing in mind--a~d this, 
most important thing--be~ri'ng in mind that the Eo. I decision is just 
as much"of a decision, and may have just as much effect on th,o whole fu- 
ture of the company as any o~ . . . . .  _ ~n,, others. I refer to the No. I de 
cision or.titled to do nothing ~.ur~,.r. ~ '~~- If wc say we v,~i! look this over 
and put it aside an d face the problem later, then 'we a~e in effect mak- 
ing the NO. I d~$oision. 

One of our b igg~st probl9ms is to .;et it acr6ss tO the executives 
• of the company that the No. I decision of do nothing further is just as 
vital and is just as much of a decision as getting more ir~formation, 
undertaking ~,'xploratory operations, or of undertaking commercial op(~ra- 
tions. 

-NOw, ~dth that pattern before you, you can See what a hoavy re- 
sponsibilit~- there is on the i'&arket Research Department, vYn'ich is the 
olrbfit that d~.termi~ies v&:~t the "use" is..If thc~ r..~port is th~(t there 
is a substantial use for'a new product• and at the end of a year after 
the plant to produce th?.t prod6.ct is'built, that use evapormtos, you 
s~.~o the dis~,stor theft could come to a company. 

The l~,Larket Rose.arch Dcpa1"tmont in our organization is different 
from the intellig~nco groups in some other compani~;s, in that we hnve 
a strict rule theft the Market Research Dop~~rtment never makes P,r._y roo- 
or.~.endation, The l'&nrkot Research Depar~mont presents ostimat~s of fact, 
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but never •makes any recommendations, We have had that ru!.o for, I 
~.,~aess, eight years no~.:, and it has ~.-orkod out very ::ell.. It has pro- . 
served the reputation of the :~'hrkot Research Department, 

You see if the L~rkot Roso.rch Department--the Intolligcr.,ce, the 
Fact Finding Agency-,presents th~ f~.cts, ~nd then at the bottom of the 
list says,. "On the basis" of those facts~ m~ reco.mmond d,;cisi'.'n }[Oo-3at 
this time, ''• the fellow in th~ org=.nization-.i~.e doesntt p.~rtic'hlarl~, 
liMo decision No, 8 trios to present mud emphasize facts against it. 
Then , ~.~hon the iv~arkot Roso~.rch Dcp,.q~.-tm~r:t hc, s to m~d=e a reappraisal a 
fm.~ months later, th.. ~ t.mdp, ncy would b.~ to try to back up its previous 
estimate, This would be a-~s&ogous to a high..ra~<in~ member of pour pro- 
fossion making some estimates that it ~.:culd bc 15 years b,-foro the 
Russians -c:ould h:vc an atomic bomb, :,nd, h::.ving mad.~ that estimate, 
fools obli~;atod, to keep supplying estimatc:s of fc~cts in t]mt direction, 

W6 f~ol that it is v~ry i~@ort.r~nt th:-,t the fact-fir:di.r.~.£; a ~ , . n c e  not 
make re c.ommondati.ons, 

One thin S that is extremely i-:~port-:'.nt in all tkis is tlr.t the f-act- 
findin Z agop.cy not u_nder-ostimatc tko compotitic-1. In th:, middle of 
the ~a,qr, DDT bccan to bc spoken of as ..'. new tmeric~o,~ insocticidoo "~% 
manufactured it on a small- sc<le and it boc~ms a questic-~ of timing in 
that, if v ~ were gc, in~ to ex]p:ind i~rofitAbly, ~,m would h,:,vo to cx~a._d 
bcf6ro competitors expanded, 

Nay, our ~.~anufacturins a>! c:'.cino~-'rL"~g people said in this c:.so 
that it:would take ancther l c,~mp..ar:y I~ ..aonths~ or ur.dor grca t pro s~uro 
one year, to make the .... ~ ~ ~n~ t~ ,~y fi{:.urcd ~h ..... ~,e e:.p,~..s .... _. roquircJ., ,' h' .. ~ "~ 
could do it in ~.o y<.s•r bocau'.~o of %he ]':.cad start ~.;0 had. 

T ? }i,~rkot Roscrrch D~partmoRt ha,i to bc, rosponsibl:.', for ostimati~.g h~ . . 

Lo~.' -'"lo_~'~I it w<uld take the competitor to. d~t_ into production b.'~,~cc'" - 
if the Competito r j~t {ate production ahc.-d (of us, "...re 7...-.'-euldntt have. 
the roquiro:.~onts,, we would h~vo a. 7)lant on our n ....... ~, 
late. The [~i:_~rkot Research Depar~,:'..cnt ostim~.ted .',ftcr tal_~rin;~ with 
people on the outside th..£t one competitor could -o • ' • _ . _ o~t maze, ;gr%J.'.uction in 
throe months.. Our manufd0turing "-':n<l 9nginocrip_:S p.<,Qplb, wh.o s!lou~.£ 
![now ti~o most about it, ~v~uonsLr.~oo,/ c',.nc.us ~,vo ~v that ' b h o ~ "  c ou! dn ~ t 
Set i~'.,to oporatis2~ shcrt cf a [,L~,-r. However, at t.,~,; end <.f throe men,ms 
%he co'apotitox: was prc~[ucing the .... "" 

I rememb'.r very-/olI the ~-~s " ~  i~ to the plant cf the ccmootitor_ ~.:&th 
a mambor of tho m~.~slnour!2, s Doparb:.:ont who had spocifiod thot it would 
take at !casts. yes, r, :'--d ssc{n~ th::t mat.~rial coming out of t.u~.~ process 
and having him explain th'.:t it just vms ~ct le~sal--ths, t is, the pi.qnt 
vms not built ri-:ht, t'_':.c "'] ~" . bul~:.&ng code ha{. been vislatod, qn.l .le pointed 
out •all the plac@s where it had boon vi(late4. 
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This was alongside a body of ,,~ter it_. :-~ principal port of the 
Uni[;ed Stat~s, ~nd there w a s  a ship~ a t~,nk~.r, alongsid~ and her~. ~ v.~s 
this fellow~s plant in the corner of. a ,:~rehouse, As v::. ~ ~valkod along, 
~",'o s-;w a stream flo,.<,i.ug out of a pipe from the dock aiTainst the tanh~'r. 
I'fe -traced th~ pipe and we found that that v~.~s the; byproduct, hydro- 
chloric acid, from this plant, 

N0~',:, on~ of the ~u~,,,s ..... t would tc~ko a lot of time in building 
this plant v:ns to sot up equipment for the recow..ry or disposal of 
~..~asZc hydrochloric acid, and th~.~re was no such equipment in this par- 
ticular plant. So ~hen this t~:,~fl~_or i]~ot on the other .~ido of the @:orld 
and found it had a hole in it~ there would prob?,bly b,~ repersussionS~ 
if they could ever find out hov~ ~ th<' hole got in there. 

The reason I ~-~ntionod that ~:as that this fellow built his plant 
illcga!ly, but th.~ product coming out w::.s buautifu!, s, nd it was just as 
much a thr.~at '~,nd it •took just ~s ma.'.:~3; of our custo.uers away as if he 
had built his plant corr~.ct!y. 

The engineer th¢,n took :.~) o:-or and h~ said, "Look :'~t the ki~-~.d of 
].abor he has got buildin:~ this thin,g, It isn't !sv~n u~zion labor," 
At.& right whib~ we wore ~,~tci,~i:~g, the engineer did s.omcthing ~.'rhich saved 
the ~;duolc situation in my mind, hc sawed :t f<::].lo~v from losing his hand, 
because th~y had just picked uo a ma,~, a roustabout, to put up a frame- 
~ork of timber to put one. of the t~,~s on. Ho had on<. of those cls, o- 
trio circular ,sav,~s with a handle o~:.o You know t.h~,~ blade is do~i,.~n bulow 
and you ar~ supposed to take it li]~'.:ctbis (indic'~.tim[;) and follow 
a- 

T " ~hrough, h~s ~.'~..~llow ~'ras holding the sa-~; by the bl~do a~_~d was ~bout 
ready to cut a piece of wood, i'~o~~ our engineer quickly ,:-.~xplainod to 
the feller: that if h<~ did that th<~rc would be a bunch of fingers on 
the floor, 

He,vower, the comp,'~titor trho told the m~n Go do th~tt, th::, ~ m'.:.,n v:ho 
decid~d to got this product produced in throe months was getting it pro- 
duced in thrso montl~s. There might be fing~;rs on the floor, and"thore 
might b<~ a hoh: in the ta~_kor~ a~td a ~;holo ta~<or lost iy_ th.s ,middlo. of 
the Atlantic for all he knew, but ..he -~w~s getti'ng his stuff produced. 

Now the estimate th;:.t '~vas made by our Enginc~::ring Department as to 
v;hon this fello'~ ~ could get into production cost us som(~ mon~Lv , but it 
didnlt moan the destruction of the company. I t]ii~d~, if I may be per- 
mittod to "~ay so,. there at<; similar estimates i~i your hg~nds ~,~'h:~re if a 
mistake is made, ~ot only th~:~ company, but th¢ [~':hole country can change 
its security position rapidly, 

One of the things th':,.t vrc have to do in providing requirem~nts to. 
moot the end us:~s ~ud to moot th~ orofits do~ul here is t'~ out stock. 
pilzs at the oritic<~.l loc~tions in the process. This velvet o:'~torpi!lar 
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thing I described is a sample." We happened tc hnw; a stock pile here 

t c  t.'-ke c.~,rd cf that." ~merge~oy, 

• But there aro steps all t h r o u / ; h  o u r  p r o c e s s  w h i c h  are subject to 
d/~mg,e~ to stcppace , and as a rjonor'.:~! rule wo must ~-~ith~r so.<: t]:~..at we 
h m v e  i n s u r u n c c  t o  oow::r  um~ a~~d o o c u ! , a n c y  , tl~"5 i s  J . r : su r~nco  to p a y  
a.1~! c u r  losses., in c a s o  cf intcr~.t)"bicL, ~iuriz:[ 5he p , . ; r i o d  o f  s 'bopi:,ago ~ 
oz" th:~t we have onou,zh of the cut!;u.5 of that step t(; t'.~ke c ~ r c  o f  us 
while tlmt process is b,~ing fixed if it has stepped° 15 seems qui[;o 
obvious, but frequently ws fail ~o :io it° I th.,ir]<: perhaps in the ~.vh,J].o 
i n d u s t r i a l  oc,.'ncmqr wo a r e  *2ailJ.r_~: %,: .;1c i 5  n o w .  '. 

I belier,.: ",,'c are typical of ubhcr industries in a pc.licj tW?.t vm 
have at present° Vie e~y v#~ want all invon-hories reduced to a -~d?.).i~nn. 
1.'e keep putti',kC pressur,-~ on the s_~.Ios people 5o kee:) their *~ ...... 
~ " : ~  c.t  a m i n i n m m ,  o n  t h e  -,,o,~ m, - ~ - , .  ~,,. n ] . l  su_) 'p l i . : : s  o f  o . . . . . . . . .  ...... u .... c S u r  ..... ~.. p c o p l , ; ;  t o  k . , ~ p  
r " w  ' t u t o r i a l  s :;~t ~ min i r~r~m, ::'.;Ld t h e  same w i t h  the,  purcb.. ' .~sir:;, d , ~,:2,,r b . . -~nt .  
!.]~en the },,Ic.rkot Dop.o.rtzu;nt s:"~rS~ "?~ybo there v,d!l bca dop2essio:~# or 
maybe there will bc a w~r economy," we say, "If there is a depression, 
obvious].y~ you want lov; stocks~ and if you have a vmr ;.~.oon':my"--a:'~d this 
is ~ thing that you people will b e  i n S e r c s t e d  .in kncwi.ug--~';c say, .tm:i 
I b."!ieve all irdustrios say--"Wo d.-;~n~-t have toworry because the Govern- 
ment will allocatc us rdmtcv:~,r ~;c .....<,~,~;u "~ for the war ,~c..u,em~.~ ~ '" So w~ h~:vo 
transferred responsibility, "n our c,¥~ =d~ds a-\~.'ray, to bhc  Military 
Estab!isl~ont fc.r m_~'inSo.i:~ing, net c'nl~. ,.. 5]:0 b%sic ra, ":.mistrial stock 
nile but the "insurf:nco" stoc~< ",~" ~ ~,~.jl ...... a t  ov,: .~ry l i b t l o  p o i n t  ';I'.- ...... • t h e  

,,,o.w, i k  I m a y  bc  , ~ - ~ , - o .  . . . .  , . . . . . . . .  .:or using an analogy a~;ain~ yr, u r ...... mb~.r 
w h e n  t h o s e  N ~ z i  s a b . - t e u r s  v :c r : :  p i c k e d  u p  or.  t]'~o c : ' . a s t  o f  !.few J,;; -~ s o y - -  
the President ' ~  ;'~z . . . . . . .  r ca].lod up at . . . . .  o' ,..- c .... P'- ' . '4 .was.  o.,.(., c l o c k  i . n  t h ~  m . , r n -  

- It,-~ . . . .  ~ C rlq':;.-o .L 1 S i~'z C by t.:o FBi, 'fho FBI sold, i:.:^vo vc.u any noo")Ic at your " " 

H e i L . ' h t s . p ! a : r 5  5o p r o t e c t  i t ? "  .Of  c o u r s e . ,  ~:,.~ , : ! i , I n l t  h.'.,.vo e.nybod~/ t h e r e  
w~ ~ ' . . . . .  ~ T~ p r o m p t l y  " , : ; t  n o o o l o  tl ' l<:rc t ( ;  ,- b u t  a ~.~c ...... ~_. ~ . = [~ro~oct it. 

~1~.:~ ?oint is tha~, the ~i said ,'~ hr'vc cot one man ": " ira 
by the (~orm~n ~omcral Staff and came all the way frc, m Oc:rma~y a:u~ his 

T.- " ,.'l a- It ~; " n , - ~  , ' b j c c - b i v o  J.s ~C d e s 5 r o y  t l ~ i s  C o r n w e l t s  L.,~z<n~s g]..'.~.nt. .,.,'.;o ,,...<y,, I .e .her  

s . . n o b o d y  c a l l e d  mc Up fror.¢ t h e  o f f i c e  c..f t h e  U n d e r  ,~ccr ,~b .~r j  an~,. s a i d ,  
..~:~:,~ is this crvolite~ nl~nt vc.u~, h~vo tl"<~c at v.rnw,:.ils }lei.gh-ts? 

\,hoz~o rlc, es it fit ~-~ ~:.~ctr,. ~" ' ~' . . . .  o tPo ~" ~o. Net :  c h c  '...'r:~.an G o n o r a i  Sb<;ff know 
w h a t  ~ t  : 'ms ,  ::..'h~.'t ~- - ,~s effect ",'~s on ultimo, to requ'Lromonts. The Gormaz~ 
General Staff net only know it~ but it had trained, somebody an:T scant him 
all th~ vmy ccross th~ :..ce?:n in a submariz'z:~, jot him up .an the beach and 
g..~ bin close to the plant, bu't our p..~cple didn't kno~ a!;(~ut the plant. 
i.b fC~md it r;r.s listed as N.;.~, 3 ' " l,s~iflc~tion : . r  }[e. 4 Classification 

. ,% 
for s~ourity purp,:,ses .'~nd was thro~<c:~ in LO.Sh an('th~z" ~roup of plants. 

9 

~. , , , , ! r -  ~ .'.>, i. h v ; .  . . . .  u ~ . . ~ :  , y  



Now, as : result of that, I thir~k, there v.."a~{ ~{c:~t up the B,-:.).rd ,.'~.'l 

f~c.-b ion~, . !  ~ , ~ , ~ - - , ~ ~ -  I f o r g e t  t h e  ~J.:uuc' o f  i t - - t h ~  ~,~ B o 0 < r d  t h ' : ~ t  }~c, . . ' -d lod 

t}:~_e ovo.].uation cf the importar.,cm of p!ar_ts t <, -0,~o v~r,r ecc,:~.~my° i_~,~ 
, ~9, "i" ° Board~ up u_,.u~l regc-ntly anyhow~ hL,s r,.ot bo'o:i broug):b up to date--it 

was :i<..o ro:tctivatod. I~ there i.~ ~)ne -thi~g th:'<t i v;c,,tld li}.tc t," <;x- 
7Jross .<s the urgent c.:'nvicti,.;ll cf i:tdu~-rbr[~ to. thi~ disti~t.rJuishod grcupl 

it is ~ ......... ~.,~'<~ cur ir~.~,>_ds in industry7 fool theft it is im-ocrativo bb.'.~t"thmro 

bm ~',:)establ4 shod at th<~ earlmos-m day p,-;<,~mbJe a ro~>po.~Ible <~tudv to 
dohermione t,hat-are the .].5 or 20 most critical produ¢inrg pc.ip.ts in bhe 
United States. Up until a c>::,uplo of weeks af:7o v?>.on I tq!].':ed to G:->er0& 
S~ ~ ~',:- th.:'<t ],_ad not b.~en d-.~e fle was plu.nni>~< t. ~ do it. All those 

t b . i ! c s  a r o  pl:::~led. • " 

Sul)pOse this group hero v~ro sittin~ in another o un-try and ~:,'o 
decided-~.:e wantsd to sto:p any w,.'.r m,~:bi!izati~-n c.f the Unitmd Stntcso 
C,'no cf -bho thin~s ~'.~o ":.s,i:uld like to kn,:~,r would be, ":.hero r~.ro t)'~c~ first 
15 or 20 p].onts which if stopped v~'ouT.d ir,.~.obilize c~ny now effort?" If 
so, if i% v'ero bho oou;~try ~.,.'o are thi~kini ] about, ~¢o cor~'~rA.zi].y veou!d 
have -~oc, ple in the United Stctcs already !vhr:se business it is to got 

J . ~ i ' ~ C  -, G .... ~"<' ~ - * , , , - ~ o  2 . . . .  ~ o  a n d  t o  w r a c k  ~'< . . . .  

'Tantql~m.~. is made, I boll.eve, in <~nl.y one p].a.r~t i~i the United Statms 
C ~ . • • I ~ . . ~  ~ . . . . .  - - i ~ _  ~ - n . o a g o .  t s c r a o c n , ~  ~., ~ o , , e d  t~n,~ t~,~_~Ital~o~. "p. t~, ,nt  m r  cr, l ! o d  a o . , - : . l i -  

%,_'.cal s : t r i k o  .~ , t  t h e  . . . . . . .  ~ > " ' 

- b a n t a l u m %  -~ b o i i , ~ v c  r e c e n t l y  t h o r n  vsas~ a -b.on d~x -s  i ~ , ~  < s u p p ] . y .  ,.-,>~= f i ~ : i i s ] l o d  

t~=~ta!um', in tb.o Unitod Stato.s. That -is just one mx'+u:!rJlo. 
< 

! will give you :~r<ether o~c~<mp].o -~ 'd. th -,",,hich I :<.u f~,:.':~ili,:~r, and tlmt 
is the cryolite >q~•ich those saboto,,u's v~"antod to ;,Took in the ].ate v...~'_~r. 
l.o have one natural cry<:q.ito picnt i -~_ ,)poration in the Ur_,itod St-,,tes, 
in case of m.:bilization vi~ioh roquir<-d m<,ro alumi~mm metal than is now 
being pr:.:.duood, th,-~r¢ ;<r~uld bc cn that ~!,.y an. immodi.vte demand for 
na~ara! cry.ulito in C~ea% quantity. " 

~ev., there ar,-~ n: stocks other ~ " by de<y stocks "~".-'~ ~. 
~. , ." .,• . rn ° @. t]'..i~ policy th:".t industr F is -~II~ :s,_~4o, that the Kiiite:ry~'stabl:Csl~,).cr..~ 

"~v.ill take cr~re of ~'- ' " " " .... • . . . . .  ,.~. ~z~c~p111~:~. ~"~,-.~t thcy fool is nc.cossary, lP + .... 
altuu'.nur~, industry ~..-,~a{,.ts cry:'!i%o it w:  u].d ask th.- Oe,vor~m:ont t< all ~- . 

~"-.<'~ ' "~vill alioccto as sai.-,n as we care, and v~,o would say, "That is _.m ..... '..o 

"' " 3ut this plant is one "a'hioh any-%hr,.~e ,,t > us c u!d v.rrock '~>.".d L.'::~ t i~o 
put cut ~ _..~ ,, ~.i ,.= oc:mnission for tb_~,->o rr,O:~.ths without may tr,;ubT.~o° ~c~ s 
p!:~nt is wn.,..t we areresting" cur security <.~.~ with r(sspoot to the li6ht 
metal industry° 

Now, so far as cur comp?,.v..v is concerned,, o-u- c.bjcctive is a little 
dm£~orcnt ~ - It ~r,,m yoUrSo Our objective could be. oal!o4 that "o~,-,ei%.",., ~. 
has tc be. Sc -,'70 hove. inm~ancc o'~_ that cryolite p!.'_',nt. ~,'c }~.av<. u~.~o 
and occupancy insurance, c;. if th,)ro is a v,T,c:cl:, in that ~i ..... Or a 

1 0  



" < ; :  : - -  . - : . :  . ~ :  . . . . . . .  . " . .  ' "< - : :  " : .  : "  ' : i , ' .  - '~ : . . . . . .  ~ ' : ' ' ~ " "" '~< '~ '  "~ ~~ I~"  ,@ '~ :~ - . .  " : - ' ; ; . ' : ;  ' - x .  :, 

. . . . . .  - . . . .  I : ~  i ' ~  I ~  ~.: -. ,~ !,:.). ~ ,7' '! ~ . . ,  

p:~iitical strike is cs!led at th::t plant, we v,-il], lle.ve a ccntinunticn 
of t}ie orcfit durincj that time. ..e haw:, been formed t: do th~t bc-~- 
cause u'o f:~ol tb'.~t it is a vu]m_or:~bl~., t'..ro~ot. At th:~ same tim~,, of 
oource~ v:o have re.ported t:.. the .Army and Navy I{uniti0ns Board all 
those: facts .so .tnat~ - the~<.c:~n decide v:h<~th~r it is imp:;rtdnt :.,.~'.,- them 
to take out their equiva].e:ut ' . . . . .  ,.: u,'~c ~:n<~ occupancy ins'~rnuce, not to pr~-- 

toct profit, but t,:.: protect tho product itself. 

There ..qrc several ~ys to pro'boot it, One is to have plenty of 
.ray; m,.~erm.~±s, to bri.:~.g cryolite ,:re dc~m from ,~roonlan~; another is to 
h~:vo pro-tccti<:,n at the tl':mt by placing milit~ry g~.~rds nb the plant; 
. ~ . : , t ~ r  w o u l d  b s  j u s t  t~- t i p  <?ff t h e  s ~ c u r i t y  m ~ c o l  ~', t o  ko.:.:o a n  ~yo  o n  
t h a t  p l : : ~ n t ;  a n d  a f i n a l  o n e ,  -,,~b_ich ~s  p r o o  b l y  t h e  mr, s t  1 . . , o z c ~ l  , i s  t o "  
see hciw ~,n~ it xvoul~ take t::~ rebuild that facility in case cf a v~ock. O ~ "] 

• 7:0 est~.:~...~o~<~, three m ,.~th,~. i,e ~ ~ .... stimsted th~.~t r:ith the w<:r-°t ~~Teck 
that c~uld be caused there we c-:u!d rebuild under high pressu'~'o in bhree 
months. Th0 !c;!ical thing seems tc b:~ th::~t the }3Aniticns Board r,,<uld 
acquire three months' supply of %!<: finished output of that ~lant and 
put it in p<\~amont containers ir. a ,.,,rm.~.~r...t st,~c.~ pile, so t h , t  if 
~there is a v.Teck there at a time vdnen m<.bilizati,.~n is desired, it ~il! • 
bare some :Cinish~d oroduct from ~'}'"'- p].r~n'b t<, cm~,tit~te th.2 ~a',v ma- 
tcria!s for the light metal mn~ustr~ until the p!'~u~t ~,,.<~ts fixol a~ain. 

That is only one ox.'nn.plc. The ctb<~r oxa.*.~.ples would be the cthur 
15 or 20 key places. The. Alli~-C~,,,~-.~.,~....,_,,.~ }?l.nnt, ,:.,e all know :~'bout in 
tbc late v(ar, The Allis-Chal~:ers ~ ~"-  " "~" p.:.~.~ w~.s un~.m p ~litic~l strike at 
a tL~.~e when it " ,w: .s the cz.~cial-plant i'>_ our "bhon military expansi,';n prc~ 
gram, The Allis-Ch~Imors plant may n . A  be th<~ one m.~ '~ : ,  but th~r6 are 
15 or 20 plants which should bo~ it s:~ems to us, carefully Studied and 
appropriate amounts at the output :f those plan.ts should be stored to 
provide protection " ' '  -~ • ao-.~ns~ weeks or po].itic.nl strikes at these places. 

I would'r~relccme any discussion and be glad to tell further about. 
our ~.ctivities if anybody is int.crested. 

}:~. }H3NKEL: T~'o are nov~" ready for questions. 

QUESTION: Does. the f<mr of:year in tl;.c neo.r future a._i..ct the plans 
of industry in g~neral for expansle~.~ ~,nd, if n<t, what are the factors. 
that affect your pl~nning? 

/ , i 

i',~. ,DIVVIES: In each one of these ~unrt.~rly,roports that cc, mcs 
from the }J~rkct Research. D~partmont, Qalled "General F..rocas b," which 
is the basis for all our expansion for0c'?,sts, the possibility cf a war 
economy or a deprossi<m oconsmy are. iov=lu~::t,~d as b¢st c~n b,~ done. The " 
possibility cf a war ::conomy for tl:..o last few months has boon high in 
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these reoorts. One reason for this, I -think, is that the peop].e, in 
our industry at .least, v.~ho have been close to the atomic energy de- 
Velcoment_ from the beginning ~rc convinced that the ~'~.~mu~ of our mono- 
poly is close to expiring and that the eastern German industry plus 
Russia ~,~'ill be~ able to start their production of atomic bombs in the 
~middle Or late 1948. 

The reasoning behind our Market Research Department's estimates of 
business conditions is this: If that is so, even though high-placed 
people~in the ~ilitary Establiskmont may not at the moment understand 

' it to be so, when they do understand that industrial technical people 
~;~ho are close to it feel that vmy, they may fecl not that we v~i).l b~ 
attacked within a year, .'out they muy feel that more. decisive strnds 
arc necessary, ~<qich may lead to ~ war economy. That is the thinking 
back of it. 

C4"I'[E~'tL -'~eKII~.EY: i would like to ask about th.<t supply of in- 
s'octicides ~ou had to r;~:et ~be w~Ivet caterpi].lar monaco. ]ias. that a 
stock of material that rcsu].tcd from somobody's gettir.g the booby prize 

• on an estimate , or was it one of bho re serv-~..s you normally hold? I 
ask that because i know you wcru trying to k~.~ep your inventories dov,~. 

7.~!. DAVIES: That particular one L~ns planned t}mt v~y, because 
this.particular insecticide is one th'~t, is w,ry s<,~asonal. V~o say ~.:,~e 
have to have "~ largo stock to +oI.-~ . . . . . . .  cnro of the up~ and dov~s and emer- 
gencies. V~o say w,<,~ haw to keep inventories dovm, but u<e ho, v~ to keep 
them do~.~rn to the prob._~,blc demand. The probable detained'in this particu- 
lar case is so. up and dour_ that -Lye had to keep a stock ~hcre. 

I think it may bq interesting to give you this analo~r of that 
product further. The product that used to bc used on the cotton plant, 
calcium arsenate, to kill some of. the bugs has now been put in dis- 
repute because the bugs itkillcd used to kill the aphids. So you may 
wish to draw ~in analogy from the following. 

?~e went t 0 great efforts to kill off the bugs ato~,ckL~g £hu cotton 
plsnts, and as sobn as we killed them off, ~'(~ found that th~ aphids 
vd~ich had boon kept und~,~r control by those oth:~T bugs were suddenly lut 
loose. There was a rise in ~ho n~Yoer of aphids because there wore no 
bugs to eat the aphids. So by the use ~0f this insecti6ido v:o killed 
t~i<~ bugs that ate the a~ids. So now w~ have aphid trouble. 

I~. HE~!EL: I have. one" question, i{r. Davies. You mentioned your 
product insecticides p~.rticularly. You have .~ n~mbor of other products. 
Do you use the same :',pproach i.~:! analyzing the other products? 

• ~. ~-,~±mS: Yes, exactly. ~ difference is thai with hydrogen 
fiouridc, chlorine, caustic o " . ~oaa~ arilydrous a:r~onia, and a whole series 
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of industrial chemicals, "the:, first part o f  the ]?atI>:3rn is the one 
that applies most.because t h e r e  is ~ m.or~ steady operation. It is an 
operation whore be sell the s:imo amounb month :,.m(,r mo~ibh :]nd velar 
after yenr, and ~here our .job is to do constructive things, No~v in the 
insocticides~ the thing th=t coN'.plica[~%s it is ~simt most of our prob- 
lems are emergency problems. 73ut tb,~ s,mau [mttcr1~ s vstom i::; ~iscd .for 

. .J. 0 .'... the emergency problems as ~ ~ t!',m others. 

One thing nbcu% the insecticide i~dustr/ which ~:-~jght bc inturestlngj 
some companies have s~ecific %arriborics ..... + th.<V dctormino they v~i].l 
handle. Again 3rou may d~v; s,n sna!og?I if you wish. Some companies say 

"If there are irlsects in the ~' ~ ~ " .~ o'bauo of for:.usylva~ilo, %h2+ is our busi- 
Yess--to co,.bat the insects ;} .... -,'_.Id w]-on.ovor th;.,r.u is :-~' d~mand for 
in3.'.;oticidms, v..rh.~nlevor there is :I sudden infestn~ion Qf in~:ects in. 
PoiL~!sylw:nis,, <.:e wfll 'quickly oct-, to work ";nd m.'.~ka some of %ha product 

"" ~,ut, t,Jvcr thc:.re is an ~.'.ttack and supply it." i'~ow~ other com~anios say, "~r' " 

Of '  ] . I l S C  c t s  "'~ ' : ' -  an~,~,~_,..ru ir thr~ country, it in our bu~inc~S~o Our business 

• i s  to combat insects ~" ~ ~ ~,~<T,,.i~ro in %he country," 

• IT6 don't, in our comp~:~ at least, wait u~til the i~socts have 
tn~ insecticide. ~"'~ s%art,ud to attack tlle o...;nt be.fore we. me.i:,.ufacturo '" ,,~ 

donl% even contCi<..t ourgelvos i~ith dr'?%di0.g up. a plan as to ho:~,~ ~~o are 
going to construct s~. plant and ship be the distribu%or~ v:ho vTill then 
ship to %h6 grower when %hc~ loous~s, be~in,,~ to arrive or v,:.hein, th.3 ins,.,,o%s 
begin to eat the pl~:nt. 

Uo sdy ti2nt if ~'e are or'o~o to do c;v.r., job as :~n insecticide in- 
dustr3r * vTe ~kill not c;nl~r haw~ "be huv.:~ the ~ /.ions in ~~dv':~nco, 7¢e ';¢ilI 

• - F I . , , ~  4 -  h ~ " . v o  t 0 fix it so ~.~ . . . .  th.~ro ~ir~ cizough ins~c~icid,~s somehow right at 
the fie'Id bcfor~ tha "insects 'zttaok~ because ~vhcn the k insect attachs, 
he dostr0Ys the plan:t'unless there is an insecticide bhoro. 

~J(cj he.re f'ou~d one of our biggost u . s e s  for. DDT. to be provont,'~tivo, 
~e use DDT to destroy mosquitoes i.~:i the l~.k~:,~s n~id in the pools before 
the mosquitoes have ~ttaclrod anybody. In order to ~ ,.,.~., t h , ~ t , .  ,vu  c o n 3 " ~ o t  

oontoii¢ ourselves with m~king a plan--~rhioh I r.-:o.y s.a3~ woq].d b<:. ana.!o- 
geus to the mobilization plan before the Armj/ and ]>i'~vy i:F, uniti,%:is Board-- 

];r 
~"e are .,.c.~ content to mc.ku the plan, ,.~e have t{~ ':,ctua].ly build bhc 
~ l m  "~'~ : : ~ c t u r ~ t ] . y  propr3re the ' ' ~ ..).D~ a:~d actually use thq DDT in order to 
~'~cid the :spreading of t~,J mosquito colonies into the are!: c o 3 i c e r : i o d ,  

QUESTION : " " . ~.:r. Davies, d <, you find it 3.s .~.~or~3 difficult to esti- 
r e . a t e  yottr future roquiremoi~ts on -~, pro:.alo~ that ~ . . . .  dir.actly to a 
consumer, th:',t is, the gem.oral ])ublic~ v~a "e,~i].]. sa[f~ thsr~ it ~';ou].d be 
tc~ o stimat,-:~ your rmquiro;mants for a pi~oduct us,,-3d in the rmnuf~::cturing 
proc~ss7 

]~.~. 7~IVIES: It is mora difficult. The reason i~i cur c, a s e  i l  that 
vchon r;,.'~ m~ll to the u!timt, to oo.nsLtmcr, it Coos through many more steps 



< . . 

and the "piPClinb sots filled without our kn~owing it. it is ~r,',rc diffi- 
cult to find out. One .of the products v:e make. is lye for household 
use in •].3 Our!c6 cans. We h,':,.vo bue~.~, making that for many years r~nd fowl 
thatwe ought to !~now what the d.::m]nd is ~oing to be. But %re. supply 
the jobber, who supplies %he wholosqlsr, v.d~o supplies %he small oorb.or. 
stores all over "the country% If -,,."c gc to the jobber and ~sk hi:.~ ~:~mt 
the market is for the next month, his estimate ~..~orLtt do us muql~ good. 
lVo have to 6oto him, than tc the wkel<.saler, and finally to the re- 
tRilor , and if we want to bc accurate, we, hr, v..~ to go to the indiv.idual 
c.e..nsumer. ,~nc cf t]%e i, hin~s ~e need t.,, .... nd out, in order %0 d~tor- 
m i n c  t h : : , t ,  i s  v~h:.~t ~s  t h e  c o s t  eL" s o a p  cc.mm."u-od ,.. ..... ~ ..... ~c c. .... ~ t .  

• . , J  , ,  - q  i f  l'._e i s  gemr_g t o  p n k c  h i s  c:vm s<'e.p r a t h e r  ~n . . . .  b u y i r _ ~  ~.-~ b h ~ ' t  w i l l  

d e t e r m i n e  h i s  p r o b a b l e  d o m e . n t i s .  ' , ' n o n  wc  s e l l  t o  t h e  u l t l m . v ~  c ~ r s u m o r  

our @stim:~,:tcs 'ar~ likely to b~.~ furhbor cff than w"r_-n wc soil to..a 
10.rge industry. 

,,,,-,,,SToOl's: I would like %',~ h<vo you describe f:'r us s~ little '~,u*" 
ho-~v yru a~a~ard the booby" price, to ~< sales division. 'In other ~:,.-,~,rds~ you 
h£voto sell yc.ur product bdfore Z,'.~,u make a profit whi4h you are lock- 
i n  S ] : o r ,  G r - ~ n t e d  t h e r e  m a y  b u  t : iRc . s  -~vken i t  i s  ..~,"re ~ r o f ~ t a b l . a . ~  . n o t . t o  
soil any m.~-,ro th_a.n it ":,'<mid be tu put. the r,ast of your program <,u% of 
b~,_~.,.o~,~l ..... ~',~,,.<,~, was • erie Zi'ue ~'.:-hc,n wc wore acoust,'m'ed to think of L]ivin,g 
the sales deDartacnt prizes for exceeding quotas re, thor than holdir.g 
them i•n chock. Obviously }-our oomp~ny wouldYL~ t %oll .the boys to OC:kO 
in off the road ~,,.'h,s~ they had 99.99 percent .:~f t,h~ir quote,. : ; 

"_'.'..,,~. DAVIES: The more amfoitious s:~les'nan "..viii al,,vays,ovoro~timatc. 
'[-~h,3 1oooby prize is awarded because '.~ sr, l<:s division said it c.":uld sell 
~0 ~4nits of a product during ,. month and.. sc.ld ~O units. !~]~en he said 
he I ~ cou,~ sell I00 units, everybody; turfed he, nd springs to got those !00 
units produced, ard th~.n~, he only s:)Id 50 units, if he es..ti.mated he 
could se, ll I00 " ~  un~_~ tn~d then tried .-c,o sell ' 2 0 0 ,  theft would ba diffi- 
cul~. in most ~,2rcduOts ~ecaus<,,, "~ if he estimated I00, th~'t is. all %kr, t 
~v,'.~u!d be. side ~ £or ,him., . • 

f<.r<;casus arc c,.rrected. N:m~, one .thingi: Should say is that t]{ese " ~ 

oo.'..ustantly. ,',very month there, are o.orreo%~ons ~,ez thb. mQn%hl3~ ~ qun~ 
tot!y, semiannual and annual, and l@.ng-rang~ Core ," ~ : c..~s~s,~hich is a lot 
cf r,<-rk for the sales managers c.nd fez" the barker Research lupartmu~t, 
but they do it. ~h,t is, th6 sales manager is supposed to. sell ~- 
much as hc can up to the capacity o f  ' - ~  ,~'.~o manufacturing department. The 
b<.o~y oriv.e is avmrded b.ooauso tko ostimL:te was not corrected accurately. 

. . . . . .  O," ~p~rtm . . . . .  t give an ~o~ . . . .  <U'P..m~±...N : D o e s  , y o u r  ~ , ~ r k d %  R e s e a r c h  D . . . . .  ,~ _ u . . . . . . . . . . .  o 

of how many units ycur s,,~,los d6par.~r.ont can soil? 

]':~I. DAVIES: No. The ~.hr]co-4 Research' Dopartm,:~nt gives .,~,n csi, lr,~a~ 
-~ +]~e goreral trends and then <)f th<; tot:~l market avt~ilablc for this 
produ'ct. Thu ros~,n,~ibi!ity .for spocz:y).r,,,g whr'~t share cf tk.'.,t m-~,r:~.ot 
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-~,re.,Can sell goods to the sales mo, n:=ger concerned, lie is responsible 
for delivering'the goods. If ho c~',n sell 54 porctnt ~f the market 

.an~ tber~ arc six other producers, ho is prstty good. If he can only 
sell f~vb percent of the market and there is only one other pr~ducor-- 
he would n~;t se~m to be so good. 

q~:STION: In" the method used to determine those ostim~tes, for 
instazno, in your ~4arket Research ~rcup <rid your sales gr:~up, do they 
use a si.mil~r method thnt is based on c~rrelating this ~ith past ex- 
perience, cr what? Is the ~othod similar? 

}~. DAVIES: Lie do this: In the i;l~,rket Research st'-~ff v:c cOrre- 
late s~,les of an individual product~ an individual group of: products, 
v:ith" gross na'bi"~nai income or ~~i.th any ether knm:m figure v~hich is 
fcrocnst by the govor~ioht agencies or by tradoasscc~ati,:ns. .:hus, v:o 
are likely to have h curve so:-:~othing like this (indic'r, tir~£ on blackboard). 
SUppos 0 that is gross national income, i.b then fiduro cut n f~_.rmula. 
lhe ~drkot k~oarch Dop~rtment figures out the formula v~'hich wi]_l [~oar- 
ost ~hko thq.•notual salos of that pr~duct correspond -~vith thi~, hnd it 

. mig~i% %.o deanna. " It' happens in man~ c :-~.sos that there is ~.~A .ch'-:ng"~, up 
or do,,,_m, bxc:ept there is a lag <,.f, sa~, six ~noliths. }.[ov~ when cross 

• . . : 

nationhl ~nc.~mo Zoos d::,',~ lihe t~':',t, let us say, then when r:o~ project, 
tn~ Linrkot Research Dop~,,rt- cur sales arb forecasted. This is done by '~ 

• 7 A O  l%t ~ .. 

.: . The report is prbsonted to th<,' sal~.,'s mana~7or ?.nd h~ has'. b:~ taho 
rospc.nsibi3ity on the ~asis of that, and on the basis ~f kno~ving ~.~hat 
he can do. If h4 has..~'t any salesmen theft day., r that re<ruth, then he 
can't expect to do so v.:ol!. ~ ~ he h:~. ~- good people, he cnn d.~ re-re. 
He then specifics .:m -that be.sis his proposal of what he car_ perform. 

QbE~TIO~: in other "..:A~.,rds, he modifies that by judgmon t as to his 
ox~..pori,,,nce. Thnt is whore you %0% yottr judgment. 

• ~'~I. D,:V!~S: That is right. The facts "are pr~s~:~od by t}ro }.:hr- 
• kot Research Department tp, this 7~an here %:£qo is 6<ing t>;distriL~rbo the 
stuff~ ~'hc .needs the ma~ericl~ and he ta]<es :the ultimate rc.sponi~ibility. 
So to fol].o~< th~ pattern I just described, the dccisic.n is.made bore, 
a~id al%h.::ugh the vice president in Char<o <:f sales and this vrholo fore- 
o~stin$~ cohz~ittoe tries tc tell him thqt his' ~ucs.q is array %o0 hi![~h or 
isn't hig h ~nough, they still can only pcrsuado, they o',~n only ur~o 

liim. He hns, to take final responsibility for that dccislcn, and that 
is w-by we can :give this booby prize if hc is "too far off'. He is sup- 
posed to have all the facts at his disposal• and then make the decision. 

.... : QuEsTIoN: He d0osn't project his ovm esti~to; he doesn't dra-÷: 
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NR. DAVIES: The }i~rk~t Research Department dot~s all this, and 
then--suppose ~his is where we arc now (indicating)° The }&~rke,% Re- 
search Department Says, "If you c:<ter..d the Natio-~..al Income curve this 
way, it ~ill ~o liko thato" And.thb.y jiv~ him r, lot c f ~'~orm~,o~ ~oh 
s~o,vs that it is liable, at t,_is stc.g.s, to be oitlnor hero or so,.~u,..:n~ra 

• oh~n~ it v,ill be:. hcr,~, or " c!oso to zt. The Sales bhnag.ur thcr~ s~.ys, "I ~ ~-" 
here, or there," and hr determines %hat himscl.f. 

Frequently v~!'_e,t happens, ~s t n , . ~ , ,  a good sales mane,. ~ w~rv 
timisd;ic and knows ~,d~at he wants to do. l{o says, "I thi~,~k I oo.n soil 

.... ~ w,<, vic< president in charge of so!as • . a c~rt~.~n .].argo m~_ount." .Then, ' .... 
; or th-<~ forecasting committee sale, "Look hero, every time ybu osti'...~.~te, 

you cstimmbe high. Shoulan t you reduce this ~'' ....... still has td take 
.,the responsibility as to who%her he does or doesn't reduce it. Per- 
n,upo tb_is ms annlo~ous %0 %he .~i].Itary Es%~bl&s.hmont %akin-: rosp0ns~ 

.. bility for saying r,~nat they n?cd from industry. 

@UI~STION.: The last stnboment you made brought up .~.aoun..r quos- 
.titn° in the: ~.'~nr qoono~m~.r.'ith• :.~ p}<oduot such 'ns cryolite th:.~t i,:07~ 
.v:oro talking :~bout before, ,,-]"~,~.~_~ is used it. another p'rooess~•vL4~:o is in 

: the ro~]uircr.i:)nts for cryolite,, the mili- ~he best position to ~-ward : ' 

tory, the people who arc goingto us~ it as the fin-~i thing, or the 
people who arc soin.g to produce it in the first p]x~ce? 

i Z R .  ])AVIES: That is a vnry ~T]ood point. Cryolite is. a good ex- 
ample, %oo. If we !cave out "the v~o.r economy, let ma describe how that 
~:or~s, ~" first. If . . . .  ~nor~ is not ~ o ~ - t o  b , )  a war economy, the ~ : ~ - ~ - , ~ -  

Rose%rob Department is r<~sponsib].c for sayin S what is gofng to happen 
. %0 the light, metal industry; l ; h c J  arc responsible for sayin..d her,. ~ ~nuch 
ingot will be produced; they are r.lso responsible for determining vehether 
there is goi~}g to be some change in technology vlich ma'r~ns %~'..~ice as 
m~ch or half as much cryolite vmuld bs required--an.cxtromcl3,: diffi- 
cult job. 

Tho~rl they pass that information on the the sales man,.n~!~r 0,ud he 
takes the r..csponsibility, based on his direct contact with the Cus- 
tomers, it usually turns out pretty '~vell. 

l'$ou,, if •there is a war cconom~/j th.:~ light m,;~tal industry is soing 
to double, l,<t us say. Th.a D!arkot Research Dap:~rtr.~.~rt ca!au!atcs vgmat 
-could happen.to the cryolite roquircm.ent i'f it dJublcd, nnd it finds 
the requirement would be out of' sight. • There %sntt enough ory6!ito to 
handle it, an<] so on. 

• ~n~t; information is passed on, and when it <cue to the fore-. 
. - , . -.. ; 

casting committee, it dev~lops that if "..,:e w c r ~  to prtp'~re for that, ~,se 
w o u l d  h a v e  t o  m a i n t a i n  a s t o o k  p i l e  f a r  b e y o n d  '~.a-.'c i s  . j u s t i f i o d  f o r  

!- 
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business reasons. 17o thc~refore report to ~d~e gover~m~ent people con- 

corn.,~d %hat ~.~e don~t have enough %o take care of a ~'<~,r ecor~omy and 
that ~.~e do.~.'t feel we should t<'~ko the responsibility for stock pilin C 

for that contin'foncy. 

f~!so, in the case o? ~ ""-" as _ cryo.,.mo~, ~.iI as in Zho case of many of 

those other chemicals, we have to booer in mind the interlocking use of 
these things. If natural cryolite is shut off, people say, "l.hy not 
~se s~:. ~tn~ ~.c~ "~" cryo!ito?" That vmu!d be all ri~rht,, oxc.:ot• for some. 
facts t h " : t  the T; ..... ~'o ~ Research D.~art:~:~nt ............ ~-° They say that if 
v:ar started %o-{~orrov.~, i% woL'..!! be impossible to "..uako s}c~thctic cryo- 
!ire. !,by? Because s2-~thctic cr~•-o!it~ is made from hydroflouric acid, 

av .... 5_on v~n=on is also used in aviation ~asolino. The ~"'~ ~/asoline in- 
dustryrzould imr<odiatoly require all the hydroflouric r, cid it could 
grab, i f  it could gre, b any--bu% the Atomic Energy Commission woo_Idn~t 
lot the ~'viation gasoli.~mo industr3 ,~ h~:vc it because it v.~eul<l probably 
requisition e~ory facility for makin C hydroflouric acid. So somoo~o ir 
the C~o~,,r~x:,,c ...... ~ v,uho is tryin G "be plan r<~<,uirements. :a.iGht thi~: ~'~e .~',ro 
protoc, tod, on the basis that ~ cryolite is shut off, if , .~ rc .on] . ' .u~ is 
bombed, or if bur one ]?l,:~nt is destroyed, v:o c,un always sot up ~:', syz~.- 
tim'tic cryolite olznto~ But he has the other responsibility of oo~Ag~ "" " 
back "%m'o stops boyon.i sy~rthetic cryolite and i'in,.!i~h~ out that v~at 
they thought was thor,.~ as a stand-by~ isn't a stand-by at all, 

u ~ , ~ :  ~To.o is Going to dotcruino ~:.,~o requirements? ! .lid-~t 
quite got where you finally concluded it :vou!i be best to be doter- 

mine d, 

i'.,~. DAVIES: _T :~cul ,~, say that i'b ht'~s to be determined st.. th,.~ top 
of the defense establishment. That is, it has to be det~:~'rmir_od i)y 
the IIu~t_t~.o', -,~ " ~ ..... Board or the }.:atmo.na?. S,~curity Re, source,s o(mrd. 

. , .  , ] , . J : ~ :  - OX- ,~o~,~. for many of our friends in industry ........ T 
press the feeling that we, as a ootuztry, are not adequately ]m'.~:dling 
this oroblom., no~v~ ~'~ .... ~ the !Cunitions Beard and .... ~n~ oth.<.r Bcare.~ .,s ° they 
have b<~on able to operate so far are not as yet adc:quately h<nJ.!ing 

. n..~,,~; olenty of timo~ if the prc.bloms such as I have described. If ~.vc~ ...... , . 
w'e have scvora!'ye~,rs to do it, then it is all right. But if fro h~d , 
to mobi!izo right no~-, or next month, from conversations thnt I have 
had v.<ith muzLtz ....... Board people, I _col that ~.:re ar~ ju&t not equipped 
to do it. One of the first t:~znUs ~n:~ would have to be done and 
should be :Ache is to '.~nalyzo those bottlenecks, see where th<~ b,~tt!o- 
mocks ar{~, and then stock pile to protect them. 

?fR. KNIGIIT: You mi ~ ~ - [C~r~ "tell tl:om about the necessity of using 
natural cryolite for sto.rtin S productio=% of li,'6ht ".~et~J.s. 

.'=,~. DAVIES: Yes, there is-~ ~; ~._o~.~er point ag~,i.n theft an individual 
procurer.rant officer in the Oovor.~<ont might net recognize, thnt is, 

~C. i ~ ~.~ \',:~ ~! d. 
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for the startin8 up of an aluminum iridustry, o r  for th~ e x p a n s i o n  of 
it, wa have to use natural cryollto and not synthetic cryolite. Syn- 
thetic cryolite can be used for the continuation of production but not 
at the start. Now a tllin[~, like th~:t isn't in t~:~xtbc.oks an.l is knova~ 
only to those concerned vdth it, but thini]s like that cun be worked cut 

' ~  [50Lu.... uteog. by the l,~nitions Board with-the help el the Industry Advisory ~ -,H ~-.~ 

~JLSTIO~: That is what I was tryin~ to get you to br~ns .out, I 

didn't want to labor ' ' ' " ' tn~ question any further, but the l;~hnitions B<.arc. 
alone can't .!c that work, They haven't the staff to do it. 

[.".&q, DAVIES: The questi.~,n is'whc takes the, initi~.~tive., I knew 
the advisory committee cermet take tl;e initintiv~., is a me.tier of' fact, 

i .ffoi'l~t t h i n k  t h e  c h e . m i c a l i d v i s ~ r y  C c : m m i t t e c :  h~.'s r i o t  s i n c e  t h o " , ' a r ,  
un.~.~ there is a plan for this. Is there a r~wr~scntr~tivc of the 

Nunitions Beard hbre? " 

• ~'c~I~ ,~ a. • ~oPO~.SL. C o l . . n o l  H<,liuos i s  h e r o .  

}~.._. D2~I~S: I am sure .... ],'l~,~el,'~ .~,.olm~' ~ car~ cxplai~~, this i~" much 

greater detail. . . . .  '. 

• ,- been COI,OIiEL" .~OL~:ES " ,  . ..~ .. I J.i,:~..nlt cor..o f c r  t h . . u ,  i h < v e  kee~.~i-i/..: my 
ears open und listenin C, This has been very i£tcrestini: '.J.id instruc- 

• tire. '. 

D~ yc, ui have any ~" " 1 , "  p.,rtlcu .... r quusti~n y.u w.qsh to ask? 

T.p~. _),~Vi:~S: I thi~ the idu.aiticns Board is d,:.'in:~ ~ ~.~ondsrful job. 
with th~ m~cuizt of ~ ~" st.~T~ th:ut it !ras; but to be v~,ry specific, it 
would seem to in) that thcr~ arc nany of ~h.~ problems th:~t co~!d be ex- 
p e ~ ! i t e J . ,  t v h i o h  p e r h a p s  shc,  u l d  b ~  o x p ~ d i t c d ,  i f  c , n l y  t l : @ r e  w , : r u  a n  a d e -  
qua-he  s t a f f ' ,  i f  t h , u r e  w e r e  o n l y  encu~zh  p o ? p l . : )  i n  t h e  L [ u n i t i , n s - B . ; ; a r @ .  
tc do it. 

~,,~...:,~~T ~ p v  iIOLi..IES: You  a r e  ~ b s o l u t o l v  c o r r e c t .  

L ~ .  u'-'~J-,,~J.ES: I c a n l t  c o n c o i v u  o f  h e w  t h e  f : ; ' ; :  o e ? m l e , ,  ~ o u t s t s . n J ! n g  
in their ficlds as they ?~re, in the ~luniti,::ns Bc.~r.:i c,u!d really rmko 
-h'~ - study• ~;f. the i5 prinrcipni ~ ;~' ..... ,~'-~ o. ~.i.~cks° T}lerc just aren't Cn<u(.;h 
hours in the ~ ..m'/. Perhaps the Co].onol w':uld currcct me .on this matter 
of ~ '~ ~' ' there a .vh..t.~r is really full'-scale, adequate study bcin S trade.to 
find out what are the groatcst, tarcots =s cf today, the a.r...tcst in- 
dustrial ~ar j,!'ts. , 

COLONEL KO!~,.;SS: 7/ell, yes, sir, indirectly, ~heso co~m,~£dity 
stuilies g'n ".~ll raw matcrie.ls arc b.;,ir_ d made by means of inte.ral'~;ncy 
ccz~ittcos, composed .,".,f rupreS~nt'~tiv-es of the "fray, N.~vy, and Air ~~c:rco, 
together with other ~'.:veri~mont departments interested in specific 

,-~. ............. I$ " 
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problems, such as Co:m~orco, Agriculture, State, :u:~d so ,.n. But, ,,:.f 
courso,all thos<~ dopar~:~onts arc short of p~.rsors~cl and there is a 
limit to the am~..unt of work we c-':n got ~ono, LO started out =.n ma;:.-no- 
"si'~ a:~d the study is r_ot comolcted as yet, Sc to date, v~,.~ h"v,~ d:.;no 
very !ittlo. 5-0 will strat'v;<)r]= ",.s s&~:n as possible on nlumi:uum an~. <;n 

chc;ni S~l s, .. 

i 

];~T'~. DAVIES: ,Lm I c¢.rroct in sayini ~ that ~vo still haven't had a 
hooting .of the Advisory Co~uitteo on Che~icals? 

COLOEEL HOL~ES: There r~cs <,tie m'.:.ctin C of the Ohemical Industry_ 
Advisory "Cc:m~.ittoo~ They d~ci..'.iod that they :li:in~t ~va'nt to.  "et i~t~ it 
any further until :m had obtaim)d a l~t£er from the Attorney,- Gonoro.l on 
the subject of the Antitrust La~:. That letter h~..s now boon obtai~{od 
and has boon f:~,m':arded t,.; the co~m~ittee. ,.e hope t<. s~t actiw~ly ;<'inc 
sSon. They udth@~ovt fr<'m any further participation ur.til th-~t.h'~d boon 
obta ine d. 

~,~. DAVIES: I thi.-.@~ it v,~cul.." bs obvious to' o-~.ch of you if you .~aw 
the firs% letter from the At,torno$ General why members of the Advis~;ry 
~o~mitto'Js. decided to vmit u~:til they g-.t a second letter, The way the 
first one ~v~s ~~itton it m,.~ant tha~ any time n mamber c~me do~n~ to an 
iiad"ustry advisory com~nittcc lu,~:~tin~ h~ wns liablo tc "~t h~.m~, nnd have 
an i"Idictmont -÷,~ai~i;n i for him. 

In ar~wcr to the C~o ~.~ ,.~, it seems to m,o it micht bc useful to 
have so;no civilian stu~dies .~:mdo under proper security--if you canTt get 
the staff i.mmediatoly--t<, ,7c. i~.to ~',-.. unz,,ea o:,<~ ..'-eno,-al problem of the ;" "~ 

: States eocn.-.'my, ass,m:J.n; flit. pcsiti~-n of a potential enemy of the United 
States and sa~ing, "~ h"t.,..~ shall ":~<,~ ~rrr'.ck?. If ~.,ze can. ~.~T.ack only 15 places, 
which c, nes shall -~.~c vrrcck?" 

~~c~: :~ ~o.,r,'uittee of adc, zcn industrial pocpl~ could with $i~0 he~.p 
and <ui:ic.r,.co of s'~mc of y.cur p,;o~o,." I think, ,:ct an nns'..ver prQtty soon 
<,~._. that. C ~,rta~-z,ly,'~ " .... ,,u knovr th'>.t if there ~s .~.nv, ~ cv.~untr w th~,.t has un- 
frion$,ly intentions tcv:.'.rd the United State's, that is' ,.~ne" of the thin~s , 
they have already. "lhey kn,o-.v ,.~horo these plrcos are, i.-e don~% wanz 
%he next fine to have a situatic:---, where a plant is umocked :~,n~ ~,.';o d'=ys 
lator the Under Secretary's Office calls up a~,d says, ',:¢..~t is the 
plant ~s p.".sition in the ocon.~my?" 

?. 

QUU~TION: I am intcr,]stc.i in one thin.~ ":,;ith rcsnoct to this dis- 
cussion of the ~,'~u_nit ~ -  ~ _,,.~s Bo<rd. is it th~-~; f....,lln b-~,-. "" -- of industry~ that the 
L~-~uitions Board, that i:-~, the mi!it<ry, should decide on thes<~ require- 
rounds althou!~h possibly there ".re a lot of. civiliun r.~ouirc':lents th'~t 
v:ould be in the s:~ne ~ar economy? , 
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.... you vh~,nt t::. kn,::;~ if we L:~. D,':VT~:]S: I see what }-ou menn, l~,.,,t is, 

m~.~xt ~ry requiromc:~:ts? moan only ~" ' " 

v~w',t t ;>.~t:b:i mg at. QUESTION: ~at is " - - ,~..-.~. 

},~. DAVIES: }ii].itary rcqu.ire:m::,-ts, I bcli,)vc .:~ur fri.:;nds in in- 

dustry all fool, sb~ul.1 be specified by the :.ilitary Estab!is}n.~ents in 
, .f~i~~ -" tc be att~ckc:i adv.'~ucc'j not in just s'~me ;:choral w'ay, If we are ,g _~, 

Jl .... i"~ aw ~. plan. But somotJm~ in the f~:tur~, ~,~s must m.obilize, and or.. ...... s 
sp<=cifico, lly if v,,e should be ,•u~, u~:o~-,;,~ ~r if ther<~ is r~, sho~v:levm noxb 
year, industry~ .ougnt-~ tc kn(uv };h~t v<:u., will need. Our chcmico.l ln.:us .... ~ry 

ou.ght he ]<nov;, if' there is a sho%:;4,",",m next sprin.:, "~vh::;t y~,u arc cr.i:.u~] 
"to v~o.nt. 770 <!c:n't hn,:,~v; we h~von~t any i,[oa w-h:d; you ~'ro gc.ing t,> v:ant. 

I kn,:v,~ our fricnls in .'.)thor industries d,<;n~t knov~, On bh~' chemical 
side, ~.¢o -~..n~t know, ,;hat ~,~'o woulu, like is for the }.,':~litary Estab.].ish- 

~mrt tc s':~y, "If thor,.~ is a :.;hcv;:lova~.. next ycnr"--v~ioh w<; h<.~pc te 
-,-t ,.. ~ ~ " " ~ " If, cn the ot}'~cr h:.u:d .,..c~.,~. thc.~-c ~.~m.n~t b~-- :bh~o ~s v<b.a% ~:m wan%," 
i"c is going t. ~. l~e five y,~.grs fr,'m :.-,<,~,, they should say, "It is all hazy, 

"~-'"~ " "" whaT. v~oui.l r~qulro, ~.~..~ but in zcneral this is ,:mr ~n.L::n~nL~ cf ",VO " • " ~ " 

biiTg:._~st ga[~, it seems t( ..'~le--a.~i:. ]. it seeT!s t,:> ~T~:<~.-y .:~'f '~A~r frio~:.Is in i]::- 
dustry--is that if there s?e.~uld bca shov{do~vn s(:(;n, industry is c:m,.- 

unpl ;p.u u,,. ,,o are c,::~ru~.tin:] cn the :.~ll~:~ry ~,o lot us k-.~','¢ 
~.~,~-qt  ~ ' ,g_] . l  b c  " • ~ ~ "  - ' - "  " - '  • . .  requ~.~c:, ~..~.:I  ~..'.Ic , . ~ : t l  . . . . .  r ~ /  has n ~ - : . t  jfct lone so. 

O u r  ~ " ' ~r~on,~s in industry -:',re v.;ry :,u~xi,~us t:.: coop<r:~tc ~ith all ;f 
y'~u, Colc.n~l Holmes ~ orv:c~izati~r, ~ ~ ,.: '..'.:.~ anyb..-;,:l[T else, in. vr(~rkin.] this out, 
!:::'b so ~4'ar thurc h'.~sn~t boon tb_at l:~.~'" .... lt.~'~,,l,.,n. 

I~E~. }{!~.]}~{EL: .I am sure w , ~  c,::ul..! C" on aTL,.~ . : r ,  but the time is 
grey;in C shearb. ;...~r, Davles, ? t,m::'~ y,:.u cn b~h.'.~if of the C,c!lo :o for a 
very interesting, valu~bl<~, :.~n<l instructiv.: Ioctu.-'e. 
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