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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 occupies a central position in nationa]. 
security planning, particu/arly so in regard to requirements. The 
National Security Act of 19A7, establishing the NSRB, gave it the func- 
tion of advising the President concerning coordination of military, 
industrial, and civilian mobilization. It 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 o 

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 a pleasure to welcome back to the Indus- 
trial College Dr. Glenn E. NcLaughlin. 

Introduction 

DR. McLAI~HLIN: General Holman and gentlemen: It is a pleasure 
to come back over to the Industrial College and to talk to you again on 
certain aspects of requirements estimating and on our program-balancing 
operations. 

Last year Mr° ~hdler 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 bell 
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 Matthi~ 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 %Vartime Operations.,, Broad as that subject is, 
it doesn,t 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 th~ programs as now 
projected. So I 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 I will cover three kinds of situations: first~ the present 
phase of partial mobilization and preparedness; second; the planning for 
full mobi!ization; and~ third~ at the end~ a short discussion of the opera- 

tions o£ the wartime economy,, 

My reason for making this distLuction is that the problems inherent 
in the three situations are diff@rento They require different treatment~ 
have different objectives, utilize different source material~ and call 
for different degrees of detail and precision° 

Requirements for 0conomic planning are a measurement of dynamic forces 
at work~ Characteristically, there is great interplay botw(~en forces~ ~¢bich 
involves the analyst in a circular process to some exten~ For example, 
steel production requires coal and tra.nsportation; transportation requires 
coal and steel; coal production requires steel and transDortation, You have 

to break i~to it some place° 

That is a common problem~ as ,you I.~o7~, in requirements work° It is 
common to all three cf these situations that i mentioned° But the scope 
and nature of the task~ of course~ differ. 

Programmi_n_~ in the .Period of Partial ~Iobilization 

Since Korea the Government has been engaged in accelerated prepared- 
ness measures° The passage of the Defense Production Act~ and the designa- 
tion of various agencies to carry out th:~ several parts of the program~ with 
the Chairman of the Resources Board acti~ as coordina.tor~ has brought for- 
ward a need for national production goals tGJ~ard which all agencies can work. 
We are now embarked on this task of def~~ing national production zoa!s~ with 
a view to achieving a state of nreparedness ~bich can be~ if necessary~ 
indeffi~itely sustained by the econo~v~ and which at the same time v,'il?..., pro- 
vide a firm base from which full mobilization can speedily build~ 

We call this operation programming. It is clearly related to the 
feasib~.ity tests o:g full mobilization needs~ which we discussed !as#o year° 
There are some major differences~ though° For example~ at present one of 
our major areas of investigation is the: degree to ~,hich new camgcity is 
needed in basic .industries~ including stee'!, electric power~ alum:mum, 
copper~ and sG on~. We believe that these industries should be expanded 
as promptly as possible to a size ~¢hich w~ll be sufficient to take care 
of the Nation'~s full pr.eparedness needs~ and~ more impOrtant~ its full 
mobilization needs if ~,~r comes, The period Of preFmred~ess sl~ould se-e 
the.se expansions essentially accomplished~ ~n time 0£ war we may not 
have time or resources to build up capacity f~ these basic "u~dustrieso 
For th~ most part~ as you know~ we' have to fight a ~,-ar v;ith the industrial 

resources available at the beginning of the ~var~ 

~ the requirements work nov~- going on, the ReSom'ces - Bos.rd serves as 
a central coordinating agency° It sets forth the specifications for the 
type of informa,tion it needs and the scope and objectives of the ~ests to 
be r~m~ It designates the agencies to perform specific tasks~ providin5 
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them with common assumptions and arranging for the orderly consolidation 
and review of the data° The 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 st~'ucture of the Government makes us responsible for the coordination 
of work in other agencies J~ this field and carries with it an obligation 
to draw uoon them in every possible way, hh~r~by av~idlng ~nnoces~ary 
duplication. With respect to the ~atmonal" Production Authority, for 
example, its responsibility for defense production, including the distri- 
bution of those scarce materials within its responsibility, is clearly set 
out in the Presiden~,s Executive order of 9 November 1950, with which I 
am sure you are familiar° We review the policies ~,~hich guide NPA in the 
development of control orders and we are ¥,~orking vg±th it in tho develooment 
of requirements information and the establishment of a reporting system. 
l, Ve shall not duplicate their op~,rationso 

Preoarednoss Program Opo_rgt_!i0ns - 

With the passage of the Defense lh'oduction Act in S uptember, it became 
evident that coordJ~lation would be needed %0 insure that the operations of 
the several delegate agencies w~re pointed toward common goals. The setup, 
as you know, is Somewhat diffused. There are at le~st four major agencies. 
It is a much more disoersed setup than ~e had during i~or].d ~Tar i!. 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 faciiities~ 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 prasent economic strength of the co~try 
as well as in terms of feasible expansion of capacities. 

~e viev; the operation as one which needs to be repeated from time to 
time as the size and make-up of the vario~s security programs change. ~ 
other ~¢mrds, we expect to examine the development of programs every few 
months, or perhaps more often if necessary. 

One of the important considerations at the present time is speed. 
In designating our procedures, we have had to arrange for simultaneous 
calculations by various agencies of related programs~ It probably would 
be more satisfacvory if we could carry out the calculations first and 
then consider the programs ~aich are derived from them. For oxamplQ, in 
considering the expansion of the Steel industry, it mizht be better to 
arrive at the estimates by waiting until we had a summary of all the indus- 
trial needs of the various military, security, and civilian programs. How- 
ever, we are trying nc~" to set up first approximations of the amount of 
additional steel capacity that will be needed on the basis of the level of 
over-all activity. ~Ve figure out how far th~ economy might go, what the 
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total output of goods and services might be+ and what that would mean in 
the ~vay of steel caoacity+ ~+c are using tbat as a rouFh approximation in 
this c+~u'ront C.o-aro+md+ Yitor on ~ve will adjust th+~, , estima+es to the nature 
of the requirements as they come in-+ V~e need to do this not only from t?~e 
aspect of speed but also bec~uso of the great complexity of the economy, 
characterized by the ~+terrelationships bet+'+oen resourc+s o 

~n approaching the progra+]~min~} qu~.++stion, we decided to view uconomic 
activities as both programs +~+nd requirements° V£e ask each agency to state 
its program, ++,hat it is trying to accomg!ish, and then to estimate for +~s 
the demands that those programs ~lace on basic resources. For exampiu, ~<~e 
ask the Department of Agriculture ~o giw +' us the food production programs, 
+vitb+ appro+~riat~+ explanation and justifico.tion of v+hat additional assump- 
tions they may have to make ~s a hauls fo~' estimat-h~g the amount of steel, 
copper, and aluminum to carrT+r out tl~,os+ programs 

%ire place equal emphasis on .~roCrams and on requirements~ Vre ~s.nt to 
kuo~v ~-hat the agency+s prograB ms~ the ~.'~ants it is satisfying, and the 
contribution it makes to the ~:.tb~:~i.~mem~ of national, objectives. Of courso~ 
we -+rant to know that not ot~].}f fo~' the pt~rpose of the few ma~eria!s we are 
analyzing on this particular job, but as the basis for analyzing other 

resources later on. 

~;hen ~ve are a l l  agreed that the program objectivrss are adequate and 
proper, ~'~e examine the impact on the basic resources+ The s~t~ of these 
demands measured against s.vaiiable supplies gives us an indication of the 
prospective surpluses or shortag~s and i~rmibs apDrooriate adjustment of 
esti~tcs, the development of control m<.~~sure~, and the formation of 
capacity expansion plans o 

Vie made our assumptions consisteni-~ with the national objecti'¢es pro- 
posed at the level of the National Security Council a~~d adjusted for the 
size of the various milil-.~ry programs cons iston-~ with those national objec- 
tiveso In order to express these objectives ~l economic terms, ?+~e have 
estimated the gross natio~al product, that is. the total OuT, put Of goods 
and services~ begJ~nimg +-+ith fiscal 1951 -~nd extending through fiscal 1955. 
These estL~atos of the nation~l output include the amo~.~Its of defense ex- 
penditul~es divided be%ve~-~.n so-called mi!itar~: ~ hard?,~are~ bha-% is, guns~ 
tanl~s~ planes~ ships~ and so forth., personnel expenditures, and other 
gove~+mment expenditures. V~e made a!io?~ances, as I indicated borer% for 
rough estimates of capacity expansion~ residential const~cction~ and the 
continuation of essential public ~orks, the contJiuuance of a certain 
volume of activity ~ civilian production° The programs at the present 
time are not big enough~ as you [m@'~ to eliminate a lot of our big 
civilian industries, one example--such as .the autom.ol}i!e industry. 
These calculations have resulted in es.timat~s of cons~.m~er expenditures over 
these years+ They provide, im sho-rt~ com~.on economic assus+}ptions and permit 
each +agQncy to start on its task: from the same base. 
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The selection of a~encies to P~.rticipate in this operation is guided 
by Executive Order 10161~ ~,7hi6~ implements th~ Defense Production Act 

have recem.,Ted th e coope,,ation of the following agencies Commerc 
~e~or, Agrzcultt~re, Housin~ ~ u~^__ ~: . : , e, 

• °nd o~ co ~ " ~ ~ ~inance ~gency, Defense Transport EA, State, Labor, ~ , _. urse on . " ~ , 
o z  Defense and th~ ~+~-~-" ~, ~ ~ the sem~lty programs, the Dnn~+.m~÷ 
,~{aritime Co~nission ts work. " . . . .  ~** ~u ~ne security aspects o f  the 

In selecting the individual programs to )~ reported we first made 
thet ~decisi°n that the resources to be covered in this test were carbon 
s eez, alloy steel, copper, aluminum, and man oo~:r, i;~ile limiting ot~r 
calculations to these basic reso~n~ces, ~e cut do~m on the work load; but 
we expect that we will be able in terms of these resources to obtain 
reliable indications of the rosourcos-~'equ:Lrements balance in ~.ny sub- 
sidiary areas~ These are key limiting .f-acto~so On further study, ",','e may 
find that tungsten, man~anese, or so~e other ~na~eric~l will be mo~'e of a 
limitation. In determining the petroleum program, for example, or the 
electric power program or the transport program, 'the delega, te agency vdll 
necessarily have to make estimates of supply and demand and possible ex- 
~mnsion in order to support its program estimates. From the final figures 
on alloy steels and carbon ste, el we shall be able to n~ke estimates of 
demands for m-any of the subsidiar~ and related materials, such as manganese, 
tungsten, and, to some extent, nickel. 

In laying out the ~'~ork v~.th the delegate agencies we have arranged to 
obtain construction needs for their programs, selected equipment needs, and 
rough estimates of )'££O--supplies for maintsna~nce, repairs, and operation. 
For construction programs we have asked the ag~mc¥ sponsoring the program 
to estimate the materials required for these programs. ~ost of the general 
industrial equipment needs, however, will be estimated by the Department 
of Commerce for broad product groups~ This helps us speed up the work. 
For example, pumps and p~nnpjmg equipment are needed in all the programs-- 
in petroleum, in s~hipbui]ding, an~l so forth Th~ 

" • -~ estimates of the demand 
for such w-ill be made by the Department of Commerce on the basis of the 
general level and nature of the economic activity, 

This ~ill make it possible for us to get a quicker estimate than if 
we asked all the individ~ml agencies to come up with a lot o~: these de- 
tailed common industrial types of equipment, in a few cases, such asthe 
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. /n these cases the age, ncs: has the bills of materl~Is., "-, 
For the most Dart, hc~;ever, it will be the Deonrtment of Conm~erce which 
~'ill translate equipment into materials. 

In much the same way the civilian manpower requirements '~ill be computed 
by the Department of Labor. The military needs for ~n~ifoz~ned and civilian 
personnel will be obtah~ed from the Department of Defense. Then we will put 
together a manpov~zer picture consistent with the assumptions as to maxim~an 
economic activity that vCe have nmde and consistent with the nu'O.itary programs° 
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In making the calculations of programs a~d of the materia! requirements 
s many estimating techniques v~-! be used~ ~a some cases~ 

for such program ~ 
as in t~e case of railroad transportation~ t~he re is a historical relation- 
ship between over-all economic activity and the size of the.. programo~ in 
this case it is the ton-miles of freight that we are partmcul~,~'iy interested 
in. In other circumstances~ program estimates will be based on current 
levels of consumption projected for~.'~rd with a!lov,-ances for the kinds of 
controls that we have now or that we see in. sight ~u the course of the 

next few years still assigning no v,~r, 

In the translation, of programs into materials, use will be made in 
the most ~rt the 

" ~ S some mns~ance of bills of materials, although for 
translation into materials will be based on experience consumption ratios~ 
either those that applied in ~orid War Ii or those that applied in civilian 

industry in the last two years. 

One key area ~hich calls for a great deal of work is that of military 
requirements° .Unfortunately~ the ~formation now available in th~ Depart- 
ment of Defense for future time periods is still pretty rough~ at least 

beyond the next tv~o quarters. 

In times like these~ ~hen conditions chami~e swift!y~ and ~-~hen there, 
are severe limitations on the size of the staff available for requirements 
work~ it is altogether understandable that there should be gaps in the 
presently available information, i mention it here because many of you 
on leaving the college will go into the requi.~emants estimating units of 
your services~ and i hope that while you are here at the college you ~¢i!I 
turn your attention to the problem of how requirements estimating can be 
speeded up and improved~ so that when you go back to your jobs at the 
Pentag-on or in the field you can apply yourselves to the ~,,~provement of 
techniques and the i~nstitutiom of new procedures w'hich will simplify and 

accelerate the requirements cycle process. 

At present the military systemis gi~ared extensively~ ,- o "  to the develop- 
ment of schedules of procurement. This means great c.et~,ml and a tremendous 
amount of coverage in terms of items° There is~ moro.over~ an enormous 
amount of time bet~'een the adoption of strategy by the joint Chiefs of Staff 
smd the development of departmental as well as joint operational plans 
which serve as the basis for the calculation of departmenta! materiel 

'requirements o 

T~at we need for purposes of plann~g is a system vfnich-<~-ill provide 
in a short time broad estimates of requirements of munitiOns~ manpower~ 
and r~terials ~ estimates which will give the strategic and economic planning 
agencies a base from ~¢hich -be test the feasibi-Lity of th(,,ir plans. We need 
a system that is sufficiently flexible so that it can calculate the relative 

~eare advantages of alternative plans anLl not be ~ d to a single set of more or 
less rigid ass~mptions~ At present it take~ so long and costs so much to test 
the feasibility of a strategic plan tKat (iniy one plan can really be tested 
at a time. }~$oreovor, vfnen a ~erdict is finally reached, it is some~'¢hat 
academic~ because the world has moved in the meantime~ new situations have 
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emerged, and new concepts have become necessary; it is exceedingly 
difficult to make the allowances and adjustments in the calculations to 
tailor them to new circ~nnst~uces. 

At present ~o do have some rough do!far estimates of the 5-year 
milit&r.v programs. But these were described recently b 2. a high Pentagon 
official as a dubious basis for industrial 
have had to make certain ~+.~ _ plann.~go Conse uent _ .~ 

add . . . . . . . .  ~ assumotzons of ou~ n q .l~.., w~, 
still be pretty dubious. Although we ~have these budget estimates from - _  own, a n d  t h e y  m a y  

w h i c h  m a t e r i a l  r e q u i r e m e n t s  h a v e  been  f a c t o r e d ~  as  we s a y ,  w o r k e d  o u t  by  

ratios to some previous situation, ~e do not have the intermediate step 
of what equipment is needed ~al these progroms and we csa~'t wholly under- 
stand how it is possible to get dollar estimates or raw materials estimates 
without having a pretty adequate esti'mute of the material requirements base itself, that is, the equipm,~'It roqu4x, ed" 

I might add that the ~,~unitions Bo~rd is n~ ~itiating a review of 
military requirements estinmting, of the whole process in the Department 

stand better what kind of figures we are dealing with, how the estin~tes 
are derived, and whether they are conszstent with each other~ 

Returning to the prograzm~ng operation, the estimates will soon be 
comJa~g i~ to us from all the civilian agencies concerned. 7~e si~ll then 
consolidate these estimates, check them for internal consistency, and 
arrive at a balanced set of programs ~Md.ch we will have to discuss aga~ 
with the agencies, and, if th~.~ are adooted, accept them for the time 
being as national production objectives] 

Feasibilit-- ~ ~o~ 
--~.es~--Full _~.~o b~. l izat . . i .o_q 

[Ve are at this time running another feasibilitF test of war mobilization 
plans. It is somewhat broader in scope than the test that was run in 1948- 
1949. its scope covers manpower, steel, copper, aluminum, lead. and 15 ether 
basic materials, ~roleum, a few selected common comoonents, electric - .. 
and transport° Here again, as in the current ~r ̂ . . . . .  ~- . po~ez 
look at both the programs and the - ' ~ u~-am~.ing operaDion, we shall 

requirements of those programs i.n terms of these materials and resources. 

Aiso~ we are preparing detailed assumptions consisting of certain 
strategic and political asst~nptions, plus a projection again of the gross 
national output for the first three years of the assumed war pegiod. We 
have brought ira to assist in ~'he caiculat 

tially the same as b efore~Atomic Energy Co~,i~ss~on, Agriculture, Commerce and Civil Defense; and we are usin~ cer, ion a ni&mber of agencies, essen 
duetion Off' ~ ~. ~ rain arts e ~' • ., , 
~Ic~Uae as~i~+.~ .... o -__ ~ ......... , ~u one Ivlatn~.o] ~ ~-. . . . .  Pr~- 

........ ~ ~rom ~ne Department ~e +~ ~_f.--]'~ ~.,-.~.~ce. At w!ll also 
Department of Defense. "-'.-~ ~ ' ~  ~nLer~or, and basically the 
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th,-~ ~rog-cams and pro ~d~2~ r.~.I-~ g0 r which requirements estimates 
In selecting ~ ~ . . . . . .  ~ ;  .~ ~ " ~.-~ ~ ma'or con- 

would be ~de, we ~ave sei~,~cted ~hose ~h~ch in ~or!d Wa~' II ~r~r~ $ 
o @ aluminum as ~',rell as the other materials we 

sumers of steei~ copper, ~.~n,. 
have added this time° ~l preparing for the calculations of product require- 
monts for feasibility testing purposes~ we have had to set u~ a list of 

• users o~ 
~t individ~l ~roduc s groups, which are in wartime the principal 

steel, copper, and aluminmn, such as electric motors and generators~ con- 
tainers and nuts, bolts, and rivets for special analysis° Th~ remainder 
of the requirements for steel, copper, and aium~-~u are to be est~nat,,sd 

on a lump-sum basis. 

?.~e shall cover construction and ~0 in t~,~ms of mill shapes and forms 
but exclude fabricated products or production machinery or equipment. 

Nilitary requ~_remen~.s :['or the f.~asibi!ity test are being calculated in 
accordance with the l\.{muitions Board directly e of 25 Nay !950, with which 
you are probably familiar° It calls for ,-~stimatos of certain major types 
of military equipment, a limited n~uber of civilian-type items~ and for 
estimates of ~terials~ co~mnon componentS, and manpc~ver. ~,'~e have received 

scheduled to reach 
the m~l~u~ry manpower estimates and other estimates ar~ 
us by the end of the year, although ~rith the ~~ew effort in Korea and-~~,ith 
the limited amount of personnel available in the services and ~ the Muni- 

tions Board, these estimates may be some~'~har, dolayedo. 

On the civilian side ~¢e have made arrangements with the agencics~ but 
the work may be delayed there too becaus'~ o£ the present emohasis on this 
current programming operation~ However~ we hope that this second full- 

mobilization test will be completed ~,~ar!y next year. 

On the levels of civilian rc:~uirememts, we are taking, as we did in 
the last feasibility test, a general level for the Jnitia! ca!c~lation 
which will be roughly o£ the same magnitude as the 1944 civilian consump- 

" we used beforeo 
tion. It ~v_±.~ probably be somewha~ less proDortiona!ly than 
But it ~.~.ii be adjusted for population increases and for increasers Jn the 
size of the economy, so that the total all~,"ance for steel~ copper, and 

a!umJnum may be somevrhat greater° 

~Je are not asking the agenci<,~s to calculate alternative levels of 
, ~,".~ -c have 

cixd!im~ requirements~ including so-calked ,,minimum" l~ve~s. 
found that this got us ~n~o a lot o£ arguments that couldn't be settled 
within the time period of the task. We believe that these lo~ver, more or 
less "siege levels" of civilian r<:~quireMents can be estimated later on, 

if such seems desirable. 

Perhaps i ought to digress a moment here and emphasize the basic 
belief of the Resources Board that effective mobilization planning cannot 
be approached by settin~ s¢~ arbitrary level of civilian requirements and 
then assumi~ that everything ~,~Ise is available to the military~ a point 
that i referred to last year. it is a temDtation, i admit, to approach the 
task in this '~vay; but it overlooks the basic relationship bet~vee, n raili.tary 
and ~,rar-supporting civilian requirements. Th~y really go up and do~m 
together. Because in time of war, military requirements are the in@epondent 
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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 ~ 

. oecond, the relation- ship between the military. ~. 
(~fort and the-broad area which we call war- 

supporting and civilian is so complex and so close that they canno~ be 
handled separately. They hays to be handled together. Any major change 
in military requirements does produce a reaction, sometimes up,yard, in 
nonmilitary. _ . ~ requirements, and often changes in requirements ~,~ill directly 
affect supply. Thus, the nat~re of requirements to some extent determines 
the structure of the svailabi!ities, since th~ production mix will be 
shifted to meet the requirements as much as possible. 

Wartime Ooerati~ 

In order for the wartime control mechanism to operate effectively, 
an enormous volmne of statistical information must regularly be fed ~to 
the con~.~ol agencies° This includes requirements info~.,mation regarding 
fflturs needs and performance data against which to check requirements estimates 

The requirements estin~tes in time of war are necessarily much more 
detailed than it is possibl~ or necessary to have for peacetime planning 
purposes° In ~rtime the kind of detailed requirements system which the 
military is currentl.v using is really necessary° It provides the detail 
on timing, on individual plants, on contractors~ the requirements for 
individual product .~oro~ramso , and it makes available to the control agencies 
at all levels specific information which is then necessary, 

For the civilian requirements ~ time of war, something approaching 
the detail of the military estimates may be needed° It ~i!l be simplified 
by the likelihood that many types of consumer durable goods which now raise 
very formidable statistical problems will simply be prohibitc,~d, thereby 
greatly easing the estimating task. 

rD ~ • . , 

. .,.h~re ~..s. .a dzffzcult task nc~ ~, because the ". --" _" 
.wh~.le the mi!!tary m~omrams ~.~ ~.~ ~ ..... c~.vi]man programs continue, 
• ndustrv is m ~ ~  ~-~.-'~__~° ~ne aecmsmon on hc~ much a civi]i~ 

........ une ~o ~Ee. And once you set 
a level for the-civilian ~dustry, yoh have to allow it the copper, the steel, 
the alumin-~, and so forth to carry on. ~ fact those n~eds even have to 
go ahead of the needs of the .stockpile. 

The National Production Authority is now giv~ag attention to t he 
initiation of a requirements committee,struct~re, similar to that u-sod 
in ~gorld ~Tar II in, the ~J~ar Production Board, that is going] to b,~ the 
basis for materials allocations. The NPA is working hard to $~et ready 
to set up, if necessary, something like a CNP, perhaps by the middle of 
next year. This system should embrace a detailed requirements estimating 
and review structure comparable in size and detail to that used in 7~orld 
"~r If. In fact, it may have to cover more materials which are scarce and 
to some extent are just as Lmportant in l~niting the size of orograms as 
copper or alu~ninumo 
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On the performance side, a small boginn~~g is now being made in the 
Plant Operations Report, which has been worked up by an J~teragency com- 
mittee, adopted by the NPA, and is being sent out to industry~ .In that 
way we will find out what ~ome of these plants are really turning out at 
the present time. We will have a basis for making adjustments in the 
civilian ~rogram and for tailoring this limit~d military program to what 
can most effectively be done in industry without unduly disturbing some 

of the civilian programs~ 

S~matio.n... 

To sum up the requirements estimating process, whether for current 
needs~ full mobilization planning, or in wartime op~ration~ the success 
of the activitydepends in large par.t upon the validity and timeliness 
o£ estimates of resources and requirements. I have talked maS~ly about 
requirements, but we have similar problems ~.~J.th respect to the estimates 
of availabilities of the key resourcG~s. That is really just as important, 
although it is not nearly so tough a problem. For each operation different 
degrees of detail and coverage are needed, suited to the purposes and the 

"~ to say nothing o£ the amount of time available to make the caiculat'~ons, 
availability of experience o£ 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 ~~e have had a substantial measure of success in the 
organization and conduct of our studies thus far° ~% need substantial 
improvement~ and ! v~Tould stress again improvement in the military area 

as an important aspect of it. 

! should like to leave with ~u the thought that a speeding-up of 
the whole cycle o£ requi~"ement~ work and the introduction of simplicity 
and flexibility into the calculations are important objectives° I don't 
kno~ whether in the military departments the present system should be 
supplemented by the creation o£ special lairs, using s-tstistical a~nalysis 
teeb~nio..ues, making these estimates for the Secretary of Defense and the 
Joint Chiefs of Staff, or whether the present far-flung and somev~b.at 
sprawling mechanism can be adapted to s~3rvo these special needs as ~eli 
as its traditional procurement needs. In a world~ ho~~ever, 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 o£ t~me the 
impact and implications of such changes in strategy on production and on 

the problem of military supplyo 

QUESTION.~ You commented that it was not possible in advance to 
divide either manpower or resources bet~veen the military and civilian 
endeavor. We b~.~ve been led to believe t~mt an all-out war ~~i].l taw 
probably all o~r capabilities~ particu!~"!y manpo~~er~ and require more 
than will be availablo. ]~Jb.on the military su~its a ffi.g~.~e, to which 
the N.unitions Board has added the requirements for producing m~mitions 
of vmr~and we anticipate that this figure will probably be all available 
able-bodied people -~-v@ill you then, when you send it back and say that it 
is too much~ say how much too much it is, or will they merely be told that 

it is too much? 
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DR. NcLAUGHLIN: Last year, when-we finished the feasibility test 
based on full-war requirements, the demands for labo , 
course, the mor~ men you hav~ ";~ +u , ~ r ~ere too much. Of 

• "" ~ ...... ne armeG ~orces, the more equipment you 
need; and the more equipment you need, the more men are required in the 
manufacturing of equipment. We pointed out then that we couldn 't tell 
exactly how much military needs for manpower would have to be cut back, 
because it would depend on the kinds of readjustment the JCS and the 
services might make in their plans The n . . . .  

• ~ u ~  e of these readjustments 
in tur~ would determine how much would be needed in the wa~ of manpower 
and equipnent for the revised plans. But we did point out tha~ total 
nmnpo~ver requirements ~,'ere so ~nny million too high, and we made a sug- 
gestion that a cut in the military of about so much might bring manpov~r 
into balance, But we really couldn ~t tel!~ You see, it depends on what 
kind of equipment you are going to have under the new strategic plan• It 
makes all the difference in the v¢orld whether shios are to be emphasized 
or not, whether planes a~e the dominant element, or whether ground army 
equipment bulk is the largest. You can't draw a dividing line between 
civilian and military requirements ~ithout !~ov~ing what the over-all 
production job iS o 

QUESTION- Does the NSRB adviso the President and government agen- 
cies as to "~lat strategic mate~.ials "should not be shipped to foreign 
cmmtries? If so, I heard something rather astounding over the radio 
last night, that i assume is right; that is, en route to Co~,munist China 
today are five shiploads of tin plate and two ship loads of penicillin. 
Does the NSRB have any control over that? Does it advise high-level 
government agencies as to whether that would be advisable or not~ Both 
those items are critical. 

DR. ~IcZAUGHLIN: ,-,The Government does bare c6ntrol o~er w h a t  is 
shipped abroad through export' controls operated by the Dcpartmo.nt of 
Co~z~erce. These cbntrbls:are pretty'effective, ~t iu some 'ca se~,foreign 
bu,~r~ have fo~Ud means to circumvent them, As loo,pholes, are discova~red 
the regulations are tightened. Just today, the D~artment of Commerce 
issued a stricter order covering transshipme.nts. 

QUESTION: In discussing the military requirements ~rou emphasized 
the need of simplifying and speeding it up. I think I understood you 
to say that one of the difficulties or deficiencies of these military 
requirements was the fact that you just did not have the equipment 
requirements. ! wish you would define that° Do you me,an plants and 
mach~le tools when you say "equipment requirements,,? 

DR. ~,IcLAUGHLIN: No. I r~ally mean military equi~ent. So much of 
the work seems to have been done on a kind of budget basis, of setting 
dollar limits and then translating that into materials. If we could 
speed up some vmy the estimating of the military equipment needs consistent 
with certain force figures and certain strategic fans , 
we could make quick est~÷ ...... P , then it seems G o  m~ 

- ~-~ u ~  ~ne resourc'es---the copper, steel, aluminum 
and the industrial labor--that it takes to produce the equipment. 
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We shoul&n't start out ~rith dollars. Dollars sho~.d be the result 
of the planning° The budget estimates should be the result of a series 
of stops in the planning process rather than some initial arbitra~ 
figures upon which equipment needs are based° Th,£~ was the Do~t i ~~as 

tryin g to make o 

QUESTION ." In your m~noo'~er estimates do you figaro that we ~'.Ti_].?~ . 
have national service legislation? If you do I mgure that way, would 
you care to make any comment as to a military force of 15 million? 

DR. ~[cL%UGHL!N: National service legislation is one of the 
alternatives that have been proposed with resoect to full mobilization, 
that is, with respect to all-ous war° So far as i ~o~'.. " our staf~ has not 
come up yet ~.~ith final reco~endations with respect to manpo~;er~ but some 
method of channeling workers to essential jobs would ~doubted.q-.y be neces- 
sary. This ~ou!d involve first the narrow'ing of the choices open to indi- 

vidual ~orkers o 

.No~,~ whether you cot~Id support a force of 15 million depends again_on 
the kinds .of equipment and the lines of suoo!7 that are invol~'ed. That big 
a force might be a little h-~rd to raise an~A-ma~tain considering the vmy 

, .4 forces and the kinds of reserve, s we, set up~ we equip oar 

One of the big problems in the mobilization planning ~ask is the 
euestion of whether or not there is go4ng to be. as you fellows probably 
~ow, a real shipbuilding program, both. naval and merchant, but -m%rticu- 

" - ~ , 4  ,,.~ umldmn, program wo~fLd larly a merchant program, o& big merchant ~.~_b " ," ~ . 
really take steel., manpo~:?or, and transportation" and to some eztent it 
would limit the size of the azv~ed forces that 7mu could get~ particularly 

during the build-up period. 

QUESTION: You have indicated that your conclusions are more or less 
dictated by the assumptions that you make. ~7oua.d you please elaborate on 
how you arrive at those assumptions and bo~'~ they are coord:hnated ~¢;ith the 
milit~'~ry dev~rtments and ethergovernment agoncies, as to what effect they 

have on the final conclusions? 

DR. ~,,~cLAUGHL!N: ~ve use ~rhat assumptions we can get. !;~e don~t 
want to create may more assumptions than ~,.'e have to on the rmi!itary and 
political side. We work out with the civilian agencius the necessary 
collateral economic assumotions, for example, productivity, hours of 

work, and length of work week. 

The basic problems are to get these militt~ry assumptions. That in a 
way is the big task of the National Security Council--to d~fine ~4nat the 
national objectives are and to define the size of the forces needed in 
any particular area at any particular time to back up that national policy. 
That is particularly true of this current task, where we have this 5-year 

build-up of partial mobilization. 
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If you are working, on a~ar mobi!izhtion plan, then the assumptions 
are the JCS assumptions~ They decide the size and type of forces, the kind 
of materiel, and the kind of reserves. The JCS assumptions go to the chiefs 
of staff of the services~ and they add further assmnptionso The services 
thus spell ouL the logistic support needed for operations It is this 
process which sets the " " ~- 

z~medma~e basis for determination of materiel require- merits. 

QUESTION: You have posed as one of the ke~ . 
Y problems 5he necessity of 

speeding up our plans and our estimates, and you stress the importance of 
doing that in terms of equipment. Have you explored thoroughly the possi- 
bilit~T of using some perhaps specialized sampling technique to m~et the 
conditions of that problem? " 

DR. I{cLAUGHL~: I "5h~k that is an important point. If we could 
properly select th~ key typos of equipm..,~nt which each service ?.rants, that 
should give us som~3 indication of tha total requirements. That has been 
th.~, effort in the services and in the Munitions Board Ebg and large -~-e 
have n" ' " • 

mc~ed such large groups and such large numbers of items that it has 
again slowed up the ~hole process. If by selection of typical or more or 
less representative items there is a good chance of getting quick estimates 
of military ~"equirements and still reasonably accurate estimates, we ought 
to go ahead v~ith that suggestion. Here, is a field that ou~'ht to be p~rsued 
further. 

Q[~ESTION: Do ~-ou know if there are any plans being vmrked on at the 
present time regarding a postmobilization period.? By that T mean, is any 
thought being given to demobilization? - 

DR. McLAUGHLIN: :[gall, n o t  particularly, except ~n making the ailo-~- 
ances for industrial needs in a period of war. Vfe have assigned here, as 
before, a 5-5~e~r war period. Tfc do allot enough material and equipment 
and labor Lo keep the economy goring aL an efficient rate. ~fe in effect 
allow maJz~enance 5o run do~m a little, but ~'e don't squeeze industry so 
hard that at the end of the assmned 5-year period the economy will collapse~ 
?~b keap it so that, if peace comes, 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 do~aq so that you in effect have a 
postwar depression. 

QUESTION: In a seminar the other day it was developed that in the 
mobilization planning taking place in th~ military services no allowance 
was being made for allied requirements or oth~r than tha United Stat~s 
requirements° ! ~ond, er if the National Security Resomrces Board is 
including any estimates of requirements of our allies in mobilization 
plann ing. 

DR. ~,{cLAUGHL~: 1;~£e certainly assume in our estimates of availability 
of copper and a!mninum no more than we think we can really get without 
jeopardizing the reserves of our allies or ~vithout: promoting a trade ~rar 
in getting materials. There is a tough problem, for example, with respect 
to the distribution of Canadian almnin~m--where it goes, what it is used 
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for, and what .kind of r.eserves are to be. built up in Canada or in England 

as compared to the United States. ~. 

Just yesterday mzr go.vernment representatives were sit.ting do~. with 
the British and discussing this problem, particularly the question of inter- 

national allocations of raw mater.ials. 

On the requirements side, we do make allowances for United States 
exoorts ~,.~i!itary aid to allies is ~icluded in the Department of Defense 

• p~.c~,tmmc, 
estimates. Nonmilitary lend-lease and commercial exports (and in ~'~ '~ " 
ECA) are estimated by civilian agencies. 3ut the whole, global approach of 
matching total world requirements and total world supply is not yet in 

effect. 

QUESTION: At the present time production is being controlled through 
the use of DO priorities and also throush limitation orders. You have 
indicLated that probably by the middle of next summer we will go to a sort 
of CNP system. V~ndn that goes inzo effect, will tha~ be paralleled by a 

priority system in addition to the direct allocations? 

DR. McLAUCE~LIN: It may be a continuation of priorities, but soon the 
production authority ~il! 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 ~uni- 
tions Board made an estimate for us in r~,~spect to one material, as to ho~ 
much ~'~as needed to produce the equipment on the orders that were ouo a~id 
going out in the course of the nex~ few wm~eks. The amount of DO's that 
came back around to the suppliers of the metal from the subcontractors ~'~as 

several times the amount of the meT, ai that was needed. 

The NPA now is driven ~nto a very diffic~It situation. It doesn't 
Imc~v whether to believe these DO's or not. So in the case of one of the 
metals they are about to get out an order to the suppliers to give no more 
than 50 nercent of the metal on any DO outs%anding, subject to appeal. 

Well, that is unfortunate, because on a cri%ical munitions item ~hich 
C~.~Uo ~ C really has to be produced, that kind of order is going to -~ <~-~ onfusion. 

The manufacturer will apneal and may have to come to Uashington. Of course, 
he will get the metal, i~ direct allocation s,vstem, when it can be set up, 

will be more effective. 

Q~STION: in connection with trying to determine requirements we have 
been told frequently that our requirements exceed o~" national capabilities. 
Are we going at it th~, ~ other w~,,y--to prepare information as to what our 
maximum capabilities will be, so that we can mere or less tailor our mili- 
tary requirements within the limitations of ~hat we will practically be 
able to get and also to have s.ome j~idication as to the relationship between 
the h~creasin~ uses of the military and the decreasing civilian use? In 
other w0rds~ 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: Ye.sj v~e ar,-~, of course. We are measurLng better all 
along the line what th~ limits of the economy are. In tbat Iast feasibility 
test we, ! think~ got the judgment of th~ various experts around term as to 
just how much steel could be turn~d out for a war that was ass mned then to 
start as of the middle of 1949~ and the same with respect to a].uminum and 
c o pper o 

%~/e are driving all the time to get moru~ i~dustrial capacity and that 
does give the military some guide as to th9 feasibility of a program. The 
military shot~Id no longer have to come up ~'~ith a program, as it once did 
two years ago, that Cal].ed for more steel for di.rect military use than 
could be produced ~ the country as a whole~ without leaving an,ything for 
railroads and ind~str~.al plants. 

]B~,t that should ~ ..... ~ ........... 
• . ... , .......... ~{, ~ ~mera± iimi~aZion. It seems to me it is 

the responsmb~.llty of the m~l!%ar~r to solv<~ th~ str~tegic problems and to 
indicate what it thinks is needed fo.r the best war plan for a par1~i~ular 
situation and leave the ~conomic proo].sms to .somebody else,, One of the 
tragedies~ it seems to me, of t~'o years ago was that the mi.litary f.inaliT/ 
got itself in the position oftrying to adjust its plans tQ an economic 
situation° That is outside the sco~e of the military~ and it seems to me 
it gets out on a limb any time it takes any responsibility for adjusting 
a strategic,, plan to economic limitations. ,!,et somebody else t~e-~ the rap 
#for that. 

GENERAL HOI~iAN:: My question is rather general, Docto.:,, It seems 
to me tha~ right now the cons~ers, militar;<<~ industrial, and all the 
rest of' us~ are probably in what we might call a psychology • of plenty, 
We still think in terms of plentiful supplies, very ex0ensive production 
potential~ and in terms of a wealth of. raw ~t,~r~ls~ " except in m~o two 
or three ca~?,gories~ where we realize th~!~t ~ , " "'~ ubcre. ~.s a pinch and ~,~ill be 
a greater one. It seems to me also that at some place along the line ~ve 
will have to think in terms of the psychology of scarcity. 

Now, the ques~ion is in making that transfer in the mass of public 
op:hnion across th,s face of the ~:at'<on." ~ People who are consumers and 
people who are producers, if ~e are coing to exert our very best efforts, 
ha~e to think in tc-,Tms of conservation and substitut<~s, before we reach 
a psychology of scarcity~ before we are alert to thaz situation. What 
will it take to make thab transfer j~ the public mJ~d? i don't l~ow 
whether that question even has an answer. IYe certainlywould aporeciato 
any thoughts you might have on it. " 

DR. }~c~IUGHL!kT: I think the American people are willing to take 
whatever degree of hardship is necessary to produce equipment and supplies 
and to fulmish manpower, whatever is needed by the strategic plans and 
concepts that can be effectiveiy supported. It seem~ to me it is um to 
the security agencies to get their programs definc~d and to make it clear 
[.hat those programs don't hit the resources any harder bhan they have to; 
that as ~e have conservation on the civilian side o ~n~ also limitation orders, 
we mu~t have a comparable re-examination of what is needc, d to t,~rn out 
military equipment. 
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For example~ I should think that all the services ought to re-exam~e 
their specifications to see ~hether they r~ally need the material that is 
called for~ vrhether some of the parts of the equipment can't be completoly 
eliminated. ! think it does grave damage ~o the -~-¢hoZe need for the mili- 
tary requirements v~rhen cases become ~o~ ~~ the civilian economy, knovm 
to civilians~ of unnecessary use of material by the services, eibher in 
terms of designing the equipment or in terms of the reserves of equipment 
and supply that are kept on hand~ or of the nonuse o£ the equipment~ or 
the continued production of obsolete equipment~ There are~ as you men 
must knov~, some sad stories of the ~errific ~as~e o£ materiel in the last 
~var, not cmly in the specifications but in the reserves of equipment om 
hand, in the use o£ equipment, and in the junking of equipmon-~ ~hi.ch ,,,~;as 
stiZl in good condition. I think the economy can stand ~=hatever i~ is 

convinced it has to stand° 

QUESTION: In your opi_nion~ Dr. l~fcL~kughlin, does NSRB believe theft 
~e h~ve good information about our ra",~v material resources? If we need a 
continued reappraisal of military requirements ~ holy about a continued 

reappraisal of the ra~r material bas~? 

DR. McLAUGHLIN- YeSo ! think that is a good idea. ~,~fe do need to 
study ,~.rb~t is available in this country~ to re-evaluate, for example, the 
ore deposits from the stand~o~t of new techniques and the standpoint of 
substitutions° A certain amount of that is ~dor v:ayo But it is not so 
much as it should be, because vCe may be cut off from a lot of forGign 
sources° There are, ho~,~ever, many investigations being made no~T by the 
Bureau of Mimes o£ mineral roserves that might be pulled into use J~ tirae 
of ~var. And at the prosent time there are many of these reserves or mines 
that are being reopenea. Vie are about to reactiw~te some high-cost alumi- 
num plants. ~?e are about to reactivate so,no of the m~os in the ~Test that 
are marginal in production costs. You have a good point. 

~T~ ~, COI~'k~NDF~.~ CARtoON." Dr. McLaughlin, we groatly aopreciate, your taking 
the time from a very busy sched~-le to give us this timel~r and i¢.~portant 
contribution ill our requirements study. For the Commandant and tho faculty 
and the students I thank you very much. 

(15 Dec 1950~650)S. 
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