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Dr. Glenn E, Mclaughlin, Director, Resburces and Roquirements Office,
Netional Security Resources Soard, was boran in Prague, Oklahoma, 4 July
1904. o recoived his B.h. degree from Colorado College in 19253 his .5,
degree from Columbia University in 19263 his M.A. degree from Harvard
University in 1928; in 1931 and 1932 he studied in Germany; and in 1933
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Board; in July 1943 he was geconomic consultant o the Bursau of Program
and Statistics, War Production Board; in 1945 and 1946 he was chilef ocono-
mist of the Plant Disposal Division, War Assets Administration, and from
1046 to 1948 he was chief, Economics ond Resources Division, Departnent
of the Interior. In 1948 Dr., Mclaughlin was namsd chief gcononist of the
National Security Resources Board and in 1949 was appointed Director of
the Board's Resources and Reguircments OFfice. Prior to his governmant
service, Dr. McLaughlin was indugtrial econonlst at the Burvau of Business
Research, University of Pitisburgh.’ '
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REQUIREMENTS INFORMATION ESSENTIAL FOR MOBILIZATION
PLANNING AND WARTIME OPERATIONS

7 December 1950

DR. REICHLEY: On the subject of requirements we have previously
heard from speakers from the Joint Chiefs of Staff, the military depart-
ments, and the Munitions Board., This morning we complete the broad pic—
ture of the requirements cycle by hearing from the National Security
Resources Board, The NSRB occuples a central position in national
security planning, particularly so in regard to requirements, The
National Security Act of 1947, establishing the NSRB, gave it the func—
tion of advising the President concerning coordination of military,
industrial, and civilian mobilization, Tt ‘should be remembered that
the NSRB is not an operating agency, but it does wield tremendous power
in apportioning the productive'capacity among the various claimant
agencies, - :

Our speaker this morning is the Director of the Office of Resources
and Requirements; consequently, he can speak with authority on requirements
and mobilization planning, It is g pleasure to welcome back to the Indus-
trial College Dr. Glenn E, Mclaughlin,

Introducfion

DR, McLAUGHLIN: General Holman and gentlemen: It is a pleasurs
to come back ower to the Industrial College and to talk to you again on
certain aspects of re uirements'estimating and on our program-balancing
operations, - : :

Last year Mr, Endler of NSRB and I discussed with you the feasibility
test we had conducted of a mobilization plan of the Department of Defense.,
That test was completed in the spring of 1949, This morning I shall deal
more generally with the subject of requirements estimating and shall tell
you about a new Operation in which we are engaged; it should be of great
usefulness in the current situation, On the plans and status of the cur—
rent test of full-scale mobilization, I shall be less detailed, because
much of that was discussed last year and you have a record of it,

As you know, Colonel Matthiz s is not noted for modesty in his sug-
gestions as to the scope of our lecture subjects. Today I am going to
outdo him somewhat and add to the rather broad coverage which was suggested.
As you know, the topic set was "Requirements Information Essential for
Mobilization Planning and Wartime Operations," Broad as that subject is,
it doesntt really cover quite the type of work that we are spending most
of our time on now, namely, the measurement of the impact on the economy
of current programs, that is, the requirements of the programs as now
projected, So T shall discuss with you this morning primarily some of
the urgent problems we are facing in establishing goals for defense
production and for accomplishing the build-up of national strength so
clearly called for by recent events, - - '
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Therefore T will cover three kinds of situations: first, the present
phase of partial mobilization and preparedness; sscond, the planning for
full mobilization; and, third, at the end, a short discussion of the opera-
tions of the wartime economy.

My reason for making this distinction is that the problems inherent
in the three situations are diffeérent., They require different treatmentd,

have different objectives, utilize different sowrce material, and call
for different degrecs of detail and precision.

Requirements for gconomic planning are a measurement of dynamic forces
at work. Characteristically, there is great interplay betwéen forces, which
involves the analyst in a circular process to some extent. For example, '
steel production requires coal and transportation; transportation requires
coal and steel; coal production requires steel and transportation. You have

to break into 1t some place,

That is a comaon problem, as you know, in requirements work., It is
common to all three of these situations that I mentioned, But the scope
and nature of the task, of course, differ.

Programming in the Period of Partial iobilization

Since Korea the Government has bsen engaged in accelerated prepared—
ness measures. The passage of the Defense Production Act, and the designa-
tion of various agencies to carry out tho several parts of the program, with
the Chairman of the Resources Board acting as coordinator, has brought for-
ward a need for national production goals toward which all agencies can work,
We are now embarked on this task of defining national production goals, with
a view to achieving a state of preparedness which cen be, 1if nccessary,
indefinitely sustained by the economy, and which at the same time will pro-
vide a firm base from which full mobilization can speedily build.

We call this operation programming. It is clearly related to the
feasibility tests of full mobilization needs, which we discussed last year,
There are some major differences, though. For example, at present one of
our major areas of investigation is the degree to which new capacity is
needed in basic .industries, including steel, electric power, -aluminum,
copper, and se on. We belleve that these industries should be expanded
as promptly as possible to a size which will be sufficient to take care
of the Nation's full preparsdness needs, and, more important, ibs full
mobilization needs if war comes, The period o0f preparedness should see
these expansions escentially accomplished. In time of war we may nob
have time or resources to bulld up capacilly in these basic industries.

For the most part, as you know, we have to fight a war with the industrial
wggources available at the beginning of the war.

Tn the requirements work now going on, the Rasources. Board serves as
a central coordinating agency. It sebs forth the specifications for the
type of information it necds and the scope and objectives of the bests to
be rin, It designates the agencies to perform specific taslks, providing
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them with common assumptions and arranging for the orderly consolidation

and review of the data. Tho Job is handled by working through various
agencies responsible for the development of plans for expansions of capacity
and for adjustment of demand to availability, This makes it possible to '
arrive ultimately at a balanced program designed to meet national objectives.

As an advisory agency to the President, our organizational position in
the structure of the Government makes us responsible for the coordination
of work in other agencies in this field and carries with it an obligation
to draw upon them in every possible way, thoreby, aveliding uhngcassary
duplication, With respect to the National Production Authority, for
example, its responsibility for dsfense production, including the distri-
‘bution of those scarcs materials within its responsibility, is clearly set
out in the President!'s Executive order of 9 Novomber 1950, with which I
am sure you are familiar. We review the policies which guide NPA in the
development of control orders and we.are working with it in the development
of requirements information and the establishment of a reporting system,

We shall not duplicate their operations,

Preparednoss Program Operations

With the passage of the Defense Production Act in September, it became
evident that coordination would be needed to insure that the operations of
the several delegate agencies were pointed toward common goals, The setup,
as you know, is somewhat diffused. Thore are at least four major agencics.,
It is a much mors dispersed setup than we had during World War iI, The
definition of these goals is the purpose of our programming operation, We
are interested in developing balanced preparedness programs which consist
of that combination of goods (munitions, industrial facilities, exports,
civilian goods) which is considered the most likely to advance national
policy and which is at the same time economically feasible. These programs
must be measured in relation to the prssent sconemic strength of the country
as well as in terms of feasible expansion of capacitics.

We view the operation as one which needs to be repeated from time to
time as the size and make~up of the various security programs change. In
other words, we expect to cxamine the development of programs every fow
months, or perhaps more often if necessary.

One of the important considerations at the present time is speed.
In designating our procedurss, we have had to arrange for simultancous
calculations by various agencies of related programs. It probably would
be more satisfactory if we could carry out the calculations first and
then consider the programs which are derived from them. For oxampls, in
considering the expansion of the steel industry, it might be better to
arrive at the estimates by waiting until we had a summary of all the indus-
trial needs of the various military, sscurity, and civilian programs., How-
ever, we are trying now to set up first approximations of the amownt of
additional steel capacity that will be nesded on the basis of the level of
over-all activity. e figure out how far the econony might go, what the
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total output of goods and sorvices might be, and what that would mean in

the way of steel canacity. We ave using that as a rough approximation in
this current go-aromd. lator on we will adjust the estimates to the nature
of the requirements as they come in. We need to do this not only from the
aspect of speed but also because of the great complexity of the economy,
characterized by the interrelationships betwoen resources. '

Tn approaching the programming guestion, we decided to view geconomic
activities as both programs wmd requirements. We ask esach agency to state
its program, what it is trying to accomplish, and then to estimate for us
the demands that those programs pluce on basic resources., For sxanplu, we
ask the Deparfment of Agriculture to give us the food production programs,
with appropriate explanation and justification of what addaitional assump-
tions bthey may have to mako 2y a basis for estimating the amount of steel,

copper, and aluminum to carry out those programs.
: 3 * h =}

We place equal emphasis on programs and on requirements. We want to
know what the agency's program is, the wants it is satisfying, and the
contribution it makes to the attainment of national objectives. Or course,
we want to know that not only for the purpose of the few materials we are
analyzing on this particular job, but as the basis for analyzing other
resources iater on. '

Then we are all agreed that the program objectives are adequate and
proper, we examine the impact on the basic resourcus. The sum of those
demands measured against available supplies gives us an indication of the
prospective surpluses or shortages and permite appropriate ad justment of
estimatos, thoe development of control measurss, and the formation of
capacity expansion plans.

Ve made our assumpbions consistent with the national cobjectives pro-
posed at the level of the National Security Council and adjusted for the
size of the various milifary programs consistent with those national objec—
tives. Tn order to express these objectives in economlc terms, we have
estimated the gross national preoduct, that is, the total output of goods
and services, beginning with fiscal 1951 and extending through fiscal 1955,
These estimates of the national output include the amounts of defense ex—
penditures divided between so~called military hardware, that is, gms,
tanks, planes, ships, and so forth, personnsl expenditures, and other
government expenditures. We made allowances, as I indicated before, for
rough estimates of capacity expansion, residential consturction, and the
continuation of essential public works, the continuance of a certain
volume of activity in civilian production., The programs at the precent
time are not big enough, as you know, to eliminate a lot of our big
civilian industries, one example-—such as -the automobile Industry.

Thase calculations have resulted in estimates of consumer expenditurcs over
these years, They provide, in short, common economic assumptions and permit
each agency to start on 1ts task from the same base. :




The selection of agencies to participate in this Operation is guided
by Executive Order 10161, which.inplemonts the Defense Production Act.
We have received the cooperation of the following agencies: Commerce,
Interior, Agriculture, Housing and Home Finance Agency, Defense Transport,
ECA, State, Labor; end, of course, on the security programs, the Department
of Defense and the Atomic Fnergy Commission and the Security aspects of the
Maritime Commissionts work. : ; -

In selecting the individual Programs to be reported we first made
the decision that the resources to be covered in this test were carbon
steel, alloy steel, copper, aluminum, and manpowers  While limiting owr
calculations to thase basiw resowrces, we cut down on the work load; but
we expect that we will be able in terms of thege resources  to.obtain
reliable indications of the resources-rsquirenents balance in miny sub-
sidiary arsas, These are key limiting factors, On further study, we may
find that tungsten, mangenesg, or some other raterisl will bs more of a
Limitation, In determining the potroleun program, for example, or the
electric power Program or the transpart program, the delegate agency will
necessarily have to make estimates of supply and demand and possible ex-
pansion in order to support its program estimates, From the final figures
on alloy steels and carbon steel we shall be able to make estimates of
demands for many of the Subsidiary and related m2terials, such as manganese,

&

tungsten, and, to some extent, nickel,

In laying out the work with the delegate agencies we have arranged to

obtain construction needs for their brograms, selected equipment needs, and
rough estimates of MRO~—supplies for,maintenance, repairs, and operation,
For construction Programs we have asked the agency sponsoring the program
to estimate the materials required for these progranms, Most of the general
industrial equipment needs, however, will be estimated by the Department
of Commerce for broad product groupss This helps us speed up the work,
For example, pumps and pumping equipment arc needed in all the P ogramg-m—
in petroleun, in shipbuilding, and so forth, The estimates o the demand
for such will be made by the Department of Commerce on the basis of the .
general level and nature of the economic activity,

This will make it possible for us to get a quicker estimate than if
we asked all the individual agencies to come up with a lot of these dg-
" tailed common ing strial types of equipment, In a few cases, such as the
needs of the transport System for locomotives, freight cars, and trucks, the
delegate agency will estimate the number of units needed and also translate
them into materials, Tn these cases the agency has the bills of materials,
For the most Rart, however, it will be the Department of Commerce which
~will translate equipment into metorials, ‘ '

In much the same way the civilian manpower requirements will be computed
by the Department of Labor, The mllitary needs for wniformed and civilian
personnel will be obtained from the Departmont of Defense, Then we will put
together a menpower picture consistent with the assumptions as to maximum
economic activity that we have made and consistent with the military programs,
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Tn making the calculations of prOgrams,aéd of the material requirements
for such programs, many estimating techriiques will be used. ~In some cases,
as in the case of railroad transportation, there is a hisborical relation-
ship between over—all ccondmic activity and the size of the program, In
this case it is the ton-miles of freight that we are particularly interested
in, In other circumstances, program esbimates will be based on current
levels of consumption projected forward with allowances for the kinds of
controls that we have now or that we see in sight in the course of the
next few years still assuming no war. ' ' :

Tn the translation of programs into materials, use will be made in
some instances of bills of materials, although for the most part the
franslation into materials will be based on experience consumption ratios,
either those that applied in World War II or those that applied in civilian
industry in the last two years. 2 : L

One key area which calls for a great deal of work is that of military
requirements, Unfortunately, the information now available In the Depart-
ment of Defense for future tlie periods is still pretty rough, ab least

beyond the next two quarters.

Tn times like these, when conditions change swiftly, and when there
arc severe limitations on the size of the staffl available for requirements
work, it 1is altogether mderstandable that there should be gaps in the
presently available information. I mention it here becausc many of you
on leaving the collegse will go into the requirements estimating units of
your services, and I hope that while you are here at the college you will
turn vour abtention to the problem of how requirements estimating can be
speeded up and improved, so that when you go back to your jobs at the
Pentagon or in the fiseld you can apply yourselves to the improvement of .
techniques and the institution of new procedures which will simplify and
accelerate the requirements cycle processs S

At present the military system is geared extensively to the develop-
ment of schedules of procurement, "This means great detail and a tremendous
amoun®t of coverage in terms of items. <There is, morsover, an enormous
amotnt of time between the adoption of strategy by the Joint Chiefs of Staff
and the development of departmental as well as joint'operational plans
which serve as the basis for the calculation of depar%mental.mat@riel :
‘requirementsa ' : h ‘ :

What we need for purposes of planning is a system which will provide
in a short time broad estimates of requirements of munitiOns,vmanpower,
snd materials, estimates which will give the strategic and economic planning
agencies a base from which to test the feasibility of their plans. TWe need
a system that is sufficiently flexible so that it can calculate the relative
advantages of alternative plans and not be geared to a single set of more or
‘less rigid assumptionss At present it takes so long and casts SO much to test
the feasibility of a strategic plan that only one plan can really be tested
at a bime. Morcover, when a verdict is finally reached, 1t is somewhat
academic, because the world has moved in the meantime, nNewW gsituations have
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emerged, and new concepts have bacome Decessary; it is exceedingly
difficult to make the allowances and adjustments in the calculations‘to'
tailor them to new circumstances,

At present we do have some rough dollap estimatés of the S=yaar
military bprograms. But these were deseribed recently hy g nigh Pentagon
official ag a dubious basig for industriagl planning, Consequently, we
have had to make certain additional assumptioris of our omn, and they may
still be pretty dubious, “Although We have these budget estimates from
which material requirements have been factored, a4s We say, worked out by
ratios to some previous,situation, we do not have the intermediate Step
of what eQuipment ig nesded in these progroms and we can ' wholly wnder—
stand how it is possible to get dollar estimates or paw materials estimates
without having a pretty adequate @stimate of the material requirements base
itself, that is, the equipmant raquired, :

I might adqg that the Mmitions Board is now initiating a review of
military requirements estimating, of the whole process in the Department
of Defense, with the aim of finding out how requirements estimatos are
now being dorived, the various Procedures, the varioug allowances, and
so forth, The Resources Board is following thig review closely., It may
not lead to 8 new system, but it should make it pPossible for us to under-
stand better what kind of figures We are dealing with, how the estimates
are derived, and whether they are consistent with esch other,

Returning to the.programming operation, the estimates will soon be
coming in to us from all the civilian agencies concerned, We shall then
consolidate these estimates, chock them for intemal consistency, and
arrive at a balanced set of Programs which we will have to discuss again
with the agencies, and, if they are adopted, accept them for the time
being as national production obJjectives, ‘

Feasibility TestFull Mobi 1ization

A,

We are at this time running another feasibility test of war mobilization
plans, It is somewhat broader in 5C0pe than the tegt that was run in 1948
1949, Its 8cope covers manpower, steel, copoer, aluninum, lead, and 15 other
basic,materials, petroleum, a fow selected common components, electric power,
and transport, Here,again, as in the current programming Operation, we shall
look at both the programs and the requirements of those programs in terms
of these materials and resources.,

Also, we 8re preparing detailed assumptions Consisting of certain
strategic and political'assumptions, plus a projection again of the gross
national output for the first three years of thn assumed war period., We
have brought in to assist in the calculation g number of agencies, essen-
tially the same as before——Atomic Ehergy Commission, Agriculture, Commerce,
and Civil Defense; and we are using certain parts of NSEB itself——the Pro-

“duetion Office, the Manpower Office, and the aterials Office., It will also
include assistance from the Departmont of the Interior, and basically the
Department of Defense., : '
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Tn selecting the programs and produgﬁﬁiggi which requirements cstimates
would be made, we have selected those which In-World War II were ma2jor con-
sumers of steel, copper, and aluminun, as well as the other materials we
have added this time. In preparing for the calculations of product require—
monts for feasibility testing purposes, we have had to set up a 1list of
individual products groups, which are in wartime the principal users of
steel, copper, and aluminum, such as electric motors and generators, con-—
$ainers and nuts, bolts, and rivets for special analysis. The remainder
of the requirements for steel, copper, and aluminwn are to be estimated
on a lump-sum basis.

We shall cover construction and MRO in torms of mill shapes and forms
but exclude fabrigated products or production machinery or equipmenty.

filitary requirements for tho feasibility test arc being calculated in
sccordance with the Munitions Board dircebive of 25 May 1950, with which
you are probably familiar. It calls for astimatos of certain major types
of military equipment, a Limited number of civilian~type items, and for
sstimates of materials, common components, and manpower. We have recelved
the military manpower estimates and other estimates arc scheduled %o reach
wlwtmawdofﬂmy%w,dﬁw%hwmhtMmmwaﬁw%inmelwdwmh
the 1imited amount of personnel available in the services and in the Muni-
tions Board, these esbimatoes may be somewhat delayed.. :

On the civilian side we havs made arrangements with the agencles, but
the work may be delayed there too because of the present amphasis on this
current programming operation. However, we hope thab this second full-—
mobilization test will be completed early next ycars

On the levels of civilian reoquirements, we arc taking, as we did in
the last feasibility test, a general lavel for the initial calculation
which will be roughly of the same magnitude as the 1944 civilian consump—
tion, It will probably be somewhat less proportionally than we used beforee.
But it will be adjusted for population increases and for increases in The
size of the economy, so that the tobal allowance for steel, copper, and
aluninum may be somewhat greater.

We arc not asking the agenclos Lo caleuwlate albernative levels of
civilian requirements, including so~called npinimum? levels. We have
found that this got us into a lot of arguments that couldn't be settled
within the time period of the taske We believe that these lower, more Or
less "siege levels" of civilian requircrients can be gstbimated later on,
if such seems desirable.

Perhaps I ought to digress a moment here and emphasize the basic
belief of the Resowrces Board that sffoctive mobilization planning carmodt
be approached by setting an arbitrary levol of civilian requirements and
then assuming that everything olse is availablce to the military, a point
that T referred to last year. Ib is a temptation, I admit, 1o approach the
task in this way; but it overlooks the basic relaticonship betweon wilitary
and war-supporting civilian requirements. They really go up and down
together. Because in time of war, military requirements are the indepondent
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variable, they are what you start out with, We can't very well start out
by making an arbitrary set-aside for civilian needs. Second, the relation—
ship between the military effort and the broad area which we call war-
Supporting and civilian is S0 complex and so close that they cannot be
handled separately. They have to be handled together, Any ma jor change

in military requirem@nts'does,produce @ reaction, sometimes upward, in
nonmilitary requirements, and often changes in requirements will directly
affect supply. Thus, the naturs of requirements to some oxtent determines
the structure of the avallabilities, since the production mix will be
shifted to meet the requirements as much as possible.

Wartime Operations

In order for the wartime cntrol mechanism to operate effectively,
an. enormous volume of statistical information must regularly be fed into
the control agencies. " This includes requirements information rogarding
future needs and performance data 2gainst which to check requirements
estimates, ~

The requirements ostimates in time of war are necessarily much more
detailed than it ig possible or necessary to have for peacetime planning
purposes. In wartime the kind of detailed requirements system which the
military is currently using is really necessary, It provides the detail
on timing, on individual plants, on contractors, the requiraments for
individual product programs, and it makes available to the control agenciocg
at all levels specific information which is then necessary,

For the civilian roequirements in time of war, something approaching
the detail of +he military estimates may be needed. It will be simplified
by the likelihood that many types of consumer durable goods which now raise
very formidable statistical problems will simply be prohibitod, thereby
greatly easing the estimating task,

There is a difficult task now, because the civilian programs continue,
while the militery programs are large, The decision on how much a civilian
industry is Squeezed down is o vary difficult}one to make, And once you set
a level for the civilian industry, you have to allow it the copper, the steel,
the aluminum, and so forth to carry on, In fact, those nceds even have to
g0 ahead of the needs of the stockpile, : :

The National Production Authority is now giving attention to the
initiation of a requirements»committee,structure, similar to that used
in World War IT in the War Production‘Board, that is going to bs the
basis for materials allocations. The NPA is woriking hard to get ready
to set up, if necessary, something like a CMP, perhaps by the middle of
next year, - This system should embrace. a detailed requirements estimating
and review structurs comparable in size and detail to that used in World
War IT, 1In fact, it may have to cover more materials which are scarce and
to some extent are just as important in liniting the size of programs as
copper or aluminum, ‘
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On the performance side, a small beginning is now being made in the
Plant Operations Report, which has been worked up by an interagency com-
mittes, adopted by the NPA, and is being sent out to industry. In that
way we will find out what some of these plants are really turning out at
the present time. We will have a basis for making adjustments in the
civilian program and for tailoring this limited military program to whab
can most effectively be done in industry without unduly disturbing some
of the civilian programs. ' ‘ '

Sumation

To sun up the requirements estimating process, whether for current
needs, full mobilization planning, or in wartime operation, the success
of the activity depends in large part upon the validity and timeliness
of estimates of resources and requirements. T have talked mainly aboubt
requirements, but we have similar problems with respect to the estimates
of availabilities of the key resourccese. That is really just as important,
although it is not nearly so tough a problem. For cach operation different
degrees of detall and coverage arc needed, sulted to the purposes and the
amount of time available to make the calculations, to say nothing of the
availability of experience of the staffs employed, And we certainly need
a lot more staff on this operation in the Munitions Board and in the services.

I think that we have had a substantial measure of success in the
organization and conduct of our studies thus far, e need substantial
improvement, and I would stress again improvement in the military area.
as an important aspect of 1t.

T should like to leave with you the thought that a speeding-up of
the whole cycle of requirements work and the introduction of simplicity
and flexibility into the calculatiomms are important objectives, T don't
know whether in the military departments the presont system should be
supplemented by the creation of special units, using statistical analysis
technigues, making these estimates for the Secretary of Defense and the
Joint Chiefs of Staff, or whether the present far-flung and somewhat
sprawling mechanism can be adapted to serve theso speclal needs as well
as its traditional procurement needs. In & world, however, where condi~
tions change as fast as they have in the past ten days, it should be
evident that we must be able to appriase in a short period of time the
impact and implications of such changes in sbtrategy on production and on
the problem of military supplye

QUESTION: You commented that it was not possible in advance to
divide either manpower or resources belween the military and civilian
endcavor. We have been led to believe that an all-oub war will tax:
probably all our capabilities, particularly manpower, and require more
than will be available. When the military submits a figure, to which
the Munitions Board has added the requirements for producing munitions
of war—and we anticipate that this figure will probably be all available
able~bodied people~will you then, when you send it back and say that it
is too much, say how much too much it is, or will they mercly be told that
it is too much? '




943

DR. McLAUGHLIN: Last;yééTgfwﬁeQ~we’finiShed the feasibility test
based on full-war rsquirements, t
course, the more men you have in
need; and the more equipment you need, the more men are required in the
manufacturing of equipment, We p
exactly how much military needs ¢

because it would depend on the

services might

in tum would determine how n
and equipment for 'the revised

make in their plan

manpower requirements were so man

‘gestion that 3
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makes all the differsnce

or not, whether planes ave the do

equipment bulk
production job

QUESTICN

he demands for labor were too much, Of
the armed forces, the more aquipment you

ointed out then that we couldn 't tell
or manpower would have to be cut back,

kinds of read justment the Jos and the

Se The nature of these read justments

uch would be needed in the way of manpower
plans.  But we dig point out that total

y million too high, and we made a sug-

v of' about so much might bring manpower
dn't tell, You g8e, 1t depends on what
0 have under the new strategic plan, It

An the world whether ships are to be emphasized
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We shouldn't start out with dollars. Dollars should be the result
of the planning. The budget estimates should be the rssult of a series
of steps in the planning process rathor than some initial arbitrary
figures upon which equipment nceds are basad, That was the point I was
trying to make. ; ‘

QUESTION: In your menpower estimates do you figure that we will
have national service legislation? If you do figure that way, would
you care t6 make any comment as to a military force of 15 million?

DR. McTAUGHLIN: National service legislation is one of the
albernatives that have been proposed with respect to full mobilization,
that is, with respect to a¥l-oub war. So far as T know our staff has not
come up yet with final recommendations with respect to manpower, but some
method of channeling workers to essential jobs would wdoubtedly be neces-
sary. This would involve first the narrowing of the choices open to indi-
vidual workersa '

Now, whether you could support a force of 15 million depends again on
the kinds of equipment and the lines of supply that are involved., That big
a force might be a little hard to raise and maintain considering the way
we equip our forces and the kinds of reserves we set upe

. One of the big problems in the mobilization planning task 1s tha
question of whether or not there is going to bae, as vou fellows probably
know, a real shipbuilding program, both naval and merchant, bub particu-
larly a merchant programs A big merchan® shipbuilding program would
really take steel, manpower, and fransportation: and to soms extent 1t
would limit the size of the armed forces that vou could geb, particularly
during the build-up period. ‘ ‘ : -

QUESTION: You have indicated that your conclusions are more or less
dictated by the assumptions that you make. Would you please elaborabe on
how you arrive at those assumpbions and how they are coordinated with the
military departments and other government a gencies, &8 to what effect they
have on the final conelusions? ' ' '

DR. McLAUGHLIN: e use what assumptions we can get. e don 't
want to create any more assumpbions than we have to on the military and
political side. We work out with the civilian agencics the necessary
collateral economic assumptions, for example, productivity, hours of
work, and length of work week, . '

The basic problems are to get these military assumphlons. That-in 2
way is the big task of the Notional Security Council-—to defina what the
national objectives are and to define the size of the forces noaded in
any parbicular area at any particular time to back up that national policy.
That is particularly true of this current tosk, where we have this 5~year
build-up of partial mobilization, ‘ ‘
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If you are working on a war mobilization plan, then the assumptions
are the JOS assumptions, They decide the size and type. of foreces, the kind
of materiel, and the king of reserves. The JC8 assumptions go to the chiefs
of staff of the services, and they add further assumptions. The services
thus spell out the logistic support needed for operations. It is this
process which sets the immediate basis for determination of materiel require-
ments,

QUESTION: You have posed &5 one of the key problens the necessity of
-Speeding up our plans and our estimetes, and you strass the importance of
doing that in terms of equipment. Have you explored thoroughly the possi~
bility of using some perhaps specialized sampling technique to meet the
conditions of that problem?

DR. McLAUGHLIN: I think that is an important point, If we could
properly select the key typps of equipmsnt which each service wants, that
should give us some indication of tho total requirvements, That has been
the effort in the services and in the Munitions Board. By and large we
have picked such large groups and such large numbers of items that it has
again slowed up the whole process. If by sselection of typical or more or
less representative items there is a good chance of getting quick estimates
of military requirements and stdll reasonably accurate estimates, we ought
to go ahesad with that suggestion. Here is a field that ought to be pursued
further, . : :

QUESTION: Do you know if thare zre any plans being worked on at the
present time regarding a postmobilization psriod? By that T mean, is any
thought being given to demobilization? '

DR. McLAUGHLIN: Well, not particularly, except in making the allow-
ances for industrial nceds in a pericd’ of war. We have assumed hera, as
before, a 5-vear war period. We do allot enough material and equipment
and labor to keep the gconomy going at an efficient rate. e in effect
allow maintenance to run down & little, but we don 't squeeze industry so
hard that at the end of the assumed 5-year period the economy will collapse.,
We keep it so that, ir peace eomes, there is a basis for conversion and for
maintaining the total output of goods and services at a fairly high level.
There is no effort to run the economy down so that you in effect have a
postwar depression., ' : : o ‘

QUESTION: In a seminar the other day it was developed that in the
mobilization planning taking place in the military services no allowznce
was being made for allied requirements or obthsr than the United States
requirements. I wonder if the National Security Resourcss Board is
including any estimates of requiremeénts of our 2llies in mobilization
planning,

DR« McLAUGHLIN: We certainly assume in our gstimates of availability
of copper and alwninum no more than we think ws can really get without
Jeopardizing the roserves of our allies or withous promoting a trade war
in getting materials., Thers is a tough problemn, for example, with respect
to the distribution of Canadian aluminum-—where it gous, what it is used
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for; and what kind of reserves are to ‘be built up in Canada or in Fngland
as compared to the United States. 5 R '
s - . N ST - . | +
Just yesterday our government representatives»were»sitting down with
the British and discussing this problem, particularly the question of inter-
national allocations of raw materials. : ' ‘

Cn the requirements side, we do make allowances for United States
exports. Military aid to allies is included in the Department of Dofense
estimates. Nonmilitary lend-lease and commercial exports (and in peacctime,
ECA) are estimated by civilian agencles. But the whole, global approach of
matching total world requirements and total world supply is not yet in
effect, , s

- QUESTION: At the present time production 1s being controlled through
the use of DO priorities and also through limitation orders. You have
indicated that probably by the middle of next summer we will go to a sort
of CMP system. When that goes into ¢ ffact, will that be paralleled by a
priority sysltem in addition to the direct allocations?

DR. MCcTAUGHLIN: Tt may be a continuation of prioritiss, bub soon the
production authority will probably have to direct the materials to recog-
nized programs. . :

One reason we may have to come to that is because of the abuse in the
present system and the lack of control of the use of the DO's. The Muni-~
tions Board made an estimate for us in respect to one material, as to how
much was needed to produce the equipment on the orders that wers out and
going out in the course of the next few weeks. The amount of DO's that
came back around to the suppliers of the metal from the subcontractors was
several times the amount of the mebal that was necded. '

The NPA now is driven into a very difficult situation. It doesn't
xnow whether to believe these DO's or not. 50 in the case of one of the
netals they are about to get out an order to-the suppliers to give no more
“than 50 percent of the metal on ahy DO oubstanding, subject to appeals -

. Well, that is unfortunate, because on a critical muwnitions item which
really has to be produced, that kind of order is going to cause confusion.
The manufacturer will appeal snd may have to come to Washington. Of course,
he will get the metal. A direct allocation system, when it can be set up,
will be mores effectilve. : 3

QUESTION: In connection with trying to determine requirements we have
been told frequently that our requirements exceed our national capabilities.
Are we going at it the ovther way-—to prepare information as to what our
maximum capabilities will be, so that we can more or less tailor our mili-
tary requirements within the limitations of vhat we will practically be
able to get and also to have sone indication-as to the ralationship between
the increasing uses of the military and the decreasing civilian use? In
other words, are we going to turn around and start from what we can get
and try to work within that? ‘
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DR. McLAUGHLIN: Yes; we ars, of course. We ars measuring better all
along the line what the linits of the economy are. In that last feasibility
test we, I think, got the judgment of the various experts around town as to
- Just how much steel could b2 turnad out for a war that was assumed then to
start as of the middle of 1949, and the same with respect to aluminum and
copper. ) : :

We are driving all the time to geb more industrial capacity and that
doas give the military some guide as to ths foasibility of a program. The
military should no longer have to come up with e program, as it once did
two years ago, that called for more steel for direct military use than
could be produced in ths comtry as a whole, without leaving anything for
railroads and industrial plants, ‘

But that should be only a general limitation. It scems to mo it is
the responsibility of the military to solve the strategic problems and to
indicate what it thinks is nesded for tiie best war plan for a particular
situation and leave the sconomic provlsms to somebody else. One of tho
tragedies, it seems %o me, of two years cgo was that the military finally
got itself in the position of trying to adjust its plans to an economic
situation, That is outside tha scope of the military, and it ‘saems to me
it gets out on & limb any time it takes any responsibility for ad justing
a strategic plan to economic Llimitations., JTet somebody else take the rap
for that, ' ' ' :

- GENZRAL HOIMAN: My quesbion is rather ganeral, Doctor. It seems
to me that right now the conswrers, military, industrial, and all the
rest of us, are probably in what we might call sz psychology of plonty.,
We still think in terms of plentiful supplies, vary extensive production
potential, and in terms of a wealth of raw materinls except in maybe two-
or three categories, where we realize thet there is a pinch and will ba
a greater one, It seems to me also that at some place along the line we
will have to think in terms of the psychology of scarcity. ‘ ‘

Now, the question is in making that transfer in the mass of public
opinion across the face of the Nation. People who ars consumers and
people who are producers, if we arc going to. exert our very best efforts,
have to think in terms of conservation and substitutss, before we reach
a psychology of scarcity, before we are alert to that sitvation, What
will it take to make that transfer in the public mind? I don't know
whether that question even has an answer. Ve certainly would appreciate
any thoughts you might have on it,

DR. McLAUGHLIN: I think the Americsan people are willing to take
whatever degree of hardship is necessary to produce equipment end supplies
and to furnish manpower, whatever is needed by the strategic plans and
concepts that can be effectively supported. It soems to me it is up o
the security agencies to get their programs defined cnd o maice 1t clear
that those programs don't hit +he resources any harder than they have toj _
that as we have conservation on the civilian side and also limitation orders,
‘we must have a comparable re-examination of what is nesded to turn out
military equipment. ‘ :
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For example, I should think that all the services ought to re—examine
their specifications to see whethar they rsally need the material that is
called for, whether some of the parts of the equipment can't be completely
eliminated, I think it does grave damage o0 the whole need for the mili-~
tary requirements when cases become knovm in the civilian cconomy, knovm
to civilians, of unnccessary use of material by the services, either in
Lerms of designing the equipment or in terms of the reserves of equipment
and supply that are kept on hand, or of the nonuse of the equipment, or
the conbinucd production of obsolete equipmente There 2re, &s you men
must know, some sad storiss of the terrific waste of materiel in the last
war, not only in the specifications but in the reserves of eguipment on
hand, in the use of equipment, and in the Junking of equipment which was
still in good condition., I think the economy can stand vhatever 1t is
convinced it has to stand.

QUESTION: In your opinion, Dr, Mclaughlin, docs NSRB believe that
we have good information aboul our raw material resources? If we need a
continued reappraisal of military requirements, how about a continued
reappraisal of the raw material base? ‘ :

DR. McLAUGHLIN: Yes., I think that is a good idea. We do need to
study what is available in this country, to re~avaluate, for sxample, the
ore deposits from the standpoint of new techniques and the sbandpoint of
substitutions. A certain amount of that is under way. But it is nobt . so
much as it should be, because we may be cut off from 2 lot of forcign
sources. There are, however, mony investigations being made now by the
Burcau of Mines of minsral rcserves that might be pulled into use in time
of war, And at the present time there are many of these reserves or mines
that are being reopened. We are about to reactivate some high~cost alumi-
num plants. Ve are about to raactivate some of the mines in the West that
are marginal in production costs. You have a good point.

COMMANDER CARLSON: Dr, MclLaughlin, we groeatly appreciate your taking
the time from a very busy schedule to give us this timely and important

contribution in our requirements study. For the Commandent and the faculty
and the students I thank you very much.

(15 Dec 1950--650)8.
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