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FACTS FOR DECISI~ 

DR. HUgTER: The topee this norningj geatl~ c~es a n~ce 

one up b~ it is a nice title none~ess~ ~ith one exception--it 
rather fouls up nY favorite picture of the big-time admlnistrato~. 
the big e~eontive who spends nest of histime asking off-the-cuff 
decisions on n u ~ r ~ u s  8ubJec~s t h a t  come to; ~ Our speaker will~ 
I hope~ rescue ne and others vho nay have the sane delusion fron 
tbls dream world. We have had him here berets! we are delighted te 
have him beck here again this mor~4~ Mr, Wi~lisl C. Truppnere 

~ .  ~ s  I ma supposed t o  t a l k  about  s t a t i s t i c s  ~hie  
t u r n i n g  and I an  a f r a i d ,  r a t h e r  t h a n  be ing  a dyaan ic  sub~ec% i t  
does  run  i n ~  the  danger  of  be ing  awi~ally d~ab and u n ~ a ~ r ~ ,  
k t .  I wit.1 t r y  to avoid that a~ i n c h  as possible by an effort to 
relate the c~.ab statistical da~k to the administrative decisions 
t h a t  a r e  p resu~abl~  nado on t h e  b a s i s  o f  t h e  i n f o r t a ~ i o n .  

One fact that does escape a great nany people is that deelslen~ 
are made either on the basis of or in the absence o f  fact4. I an 
afraid, .unfortunately, in many cases they are nade on the b ~  of 
the latter. This is true in prAvato indne~ry! it i8 true in the. 
6overnaentl it is true in peace.fine! it is tr~e in a tins such as 
we have at the present. 

A manufacturer who is considering whether he should ia~tr 
money i n  p l a n t  expans ion  o r  i n  t h e  pu rchase  o f  a new f a e i ~  
tb make a decision. The decision san really take one of three f ~ , l l l :  
an. absolute yelp pre ~sulaablY based on the ms.rket fo r  h i s  p ~ a ~ . l  an 
a b s o l u t e  no,  ba~ed on t h e  same Judgnent!  o r  f a i l u r e  to Bake a dee.£wleal, 
which a g a i n  has  p r e c i s e l y  t h e  same r e s u l t  a s  t h e  making o f  the. 
d e c i s i o n  i n  t h e  f i r s t  p l a c e .  So a d e c i s i o n  i s  i n e v i t a b l e  i f  t h e  nan  
who ~ to name it is driven to naklng it. 

The F e d e r a l  G o w ~ n ~ u t  f a c e s  t h e  same problen,  and,  as  I r i l l  
i n d i c a t e  a l i t t l e  l a t e r ,  I t h i n k  one b a s i s  d o e i o i o n  that~ we. have h ~ :  

make i n  a t ime o f  ~ b i l i s a t i o n  th rough  t h e  p e r i o d  o f  Wo~I~; W ~  I T  
and th rough  t h a i  p e r i o d  t b ~ .  f a r  ha J  been  nade e s s e n t i a l l 7  i n  t h e  
absence o f  factual information. The declelon m :  r o d e ;  ha~ to be 
nadej and we have been livAng ever since with the cons equenes8 of 
that de¢islen nade in the absence of good information. 
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~hen t h i s  N a t i ~  g e t s  i n t o  a p e r i o d  o f  ~ ~ b i l i s a t i ~  as 
• Aring World War IX, or  i n  ~ha t  we n i g h t  c a l l  sA~billsa~i~ n~Ja 
as we have nOW.., c l e a r ~  i t  becomes no~essary  f o r  t h e  F e d e r a l  
Oovernmnt to nske a great ~ doeisions which, in a..froe-en~e 
sywtem~ the Federal Govermaent noru~y doe8 net hake. At ~he 
the period 18 initlated~ the Federal ~overnment looks around for 
certain Informatlen to use as .the basis for the deoisions it has to 
makes 

So we begin noraa~ i a  a time such as this w~th the existing 
data, econonio data, business da~a, and data of all ~Fpesj nsual~ 
we find that such data are alnost eomplete~ 8nd ntter~ Inadaq~ata 
for the purposes of the Federal Government. 

The s~atistical information nor~ pro&leed i n  this c o u n t  is 
disseminated so t h a t  a grea~ multitude of indivi~al decisions eoJa 
be made. The way the Nation operates essential~ is TJn~mgh ~he 
price s~a~ae~e and the profit motive. On the basis ~ ~  of 
thousands of individaal dooialonm, the end r e s u l t  e~erges, and t o  
an important extent the Gownm~ent spends its tim moasurlnE tha~ 
r e s u l t .  The Goverm~nt  does no t  u s ~ . a l ~  i n f l u e n c e  d i r e c t S 7  t h a t  
rosul%~ except in ~hose fields where we do have government reLq~la~ion. 

i e r m S S 7  t h e  ~ r n n e n t  usos  s t a t i s t i e a l  da t a  i n  o rde r  t o  
establish a s o t  o f  fairly broad b a s t e  ground r u l e s  v h i e h  a r e  
established before the deoisions have to be  made i n  various fields 
by i n d i v i d u a l  o p e r a t o r s .  

An 4 1 1 - s t r a t i v e  e x a ~ l e  o f  peaee t ime da ta  nmed by b e t h  p r i v a t e  
e n t e r p r i s e  and the  ~ v e r a ~ n t  i 8  p rov ided  by r e t a i l  s a l e s  da ta .  Data 
on r e t a i l  s a l e s  a re  uSed by thousand8 and t h o u s a n ~  o f  businQ88 
eoneerns at all Iovels of  manufaetLring, 4istributing~ and retail- 
img for the purpose of assisting theR in making decisio~ ossen~ 

t h e  b a s i s  of  a p r o j e c t i o n  o f  ~ r k e t  cond i t ions  as t hey  a p p ~  
t h e  pro~ucta  t h e y  a re  ~ ~ s e l l .  

The F e d e r a l  G o v e r ~ e n t  has an i n , r e s t  i n  t he  same s e r i e s  
because  i t  i s  a b a s i s  i n d i e a t o r  o f  t he  economic h e a l t h  o f  t he  c ~ s ~ - y  
and because  i t  r e p r e s e n t s  a major broad ¢o lponent  o f  e o ~  
ozpend:1.t'ures. The r e l a t i o n s h i p  b e ~ e e ~  t h e s e  h a t t e r s  and such broad  
programs a8 tax leve~ and 8~¢~ure i8 elear. 

Thim k i n d  o f  s t a t i s t i c 8  (suah as we have a v a i l a b l e  i n  poaeet imo) 
d o e ~ " .  ~ o t  t he  needs o f  t he  F e d e r a l  Government i n  ~ o f  RObil- 
i s a t i o n ,  At thtm t ime  t he  ~ v e z ~ m n t 9  ~ t e ~  o f  t he  l a t i o ~  
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interest, cannot let prices, cannot  l e t  profit motive be the s o l e  
de t e rminan t s  of  wha t  i s  needed; cannot  l e t  them determine to  which 
c o ~ a n i e s  m a t e r i a l s  a re  d i s t r i b u t e d ;  and cannot  l e t  them a lone  ds-  
~ m i n e  who b u ~  t h e  p roduc t s  and the  k inds  and q u a n t i t i e s  o f  p rod-  
u c t a  which a re  made a v a i l a b l e .  N a t i o n a l  i n t e r e s t  d i c t a t e s  t h a t  t he  
p a t t e r n  be changed- -a t  l e a s t  on a s e l e c t i v e  b a s i s .  

During World War II we faced the same kind of probleL I 
yon may remember ~ the days of 1939, 19~0, and 19~I the great 
debate~ that raged as. to whether or not %here was enough steel,~ alumi- 
num, J~ulphur, enough o f  ~ x i s ,  t h a t ,  and e v e r y t h i n g  e l s e  t o  suppor t ,  
f i r s t #  a program of  guns and b u t t e r ,  and, l a t e r ,  a pregrem o f  guns 
on ly .  You may r e c a l l  t h a t  r e l a t i v e  p o s i t i o n s  i n  the  d i s c u s s i o n  
shifted from 1939-19~0, at which time the m~1~tary pro.grams were at 
such levels that certain of the civilian mobilizers felt the country 
could support a very ~ch higher level of weapons production~ and 
that our international situation required that we have a ~ch higher 
progr~ 

Then the  pendulum swung and b y  the  t ime we got  t o  ],.9'~.~2 and 19~3 
i t  appeared t h a t  everybody had changed s i d e s  and the  n i l i t a r ~  
programs were regarded as too  h i g h  b y  a great many people for our 
resourees--beth material and l nn lan- - to  support. 

I mouflon this beeause it illustrates a point. At least one of 
the reasons the argument lasted so long and the pemdulum actu~11y 
didn, t stpp at dead canter but swung to the o~her side was because 
nobody knew what they were tAl'~'4ng about, with respect to a number 
of  c ~ c i a l  b u t  w~nswered  q ~ e s t i o n s .  Nobody i n  t he  U n i t e d  S t a t e s  
knew what t he  genuine and r e a l  r equ i r amont s  were f o r  any  g i v e n  t o t a l  
m i l i t a r y  program, p l u s  t he  program f o r  de fense  s u p p o r t i n g  p r ~ c t i o n ~  
p lu s  t h e  programs f o r  c o n s t r u c t i o n ,  and so on. 

New, v e r y  b r i e f l y ,  the  k ind  of  i n f o r m a t i o n  t h a t  t he  Gevermaen~ 
needs  i n  a p e r i o d  such as  t h i s  i s  t he  r equ i rement s  d a t a  f o r  t h e  
• ,41~tary and mob i l i s a t i om programsj r equ i rement s  d a t a  f o r  t he  
maint~mnce, era healt~ civilian econo~j requirements data for 
i n t e r n a t i o n a l  needs ;  i n f o r m a t i o n  on ~he amount o f  r e s o u r c e s  a v a i l a b l e  
to satisfy these needs, both in terJB of new supply of raw materials, 
i n v e n t o r i e s ,  components, suppor t4 -~  machinery and equipment ,  and 
t h e  ~ °  

We found i n  World War I I  i n  t he  War Produc t ion  Board t h a t  It 
took us  a p p r o x ~ a t e ~ 7  t h r e e  y e a r s  o f  ha rd  work to  b u i l d  up a f low of  
statistical information within the agency to satisf~ these needs-- 
and even t hen ,  t h e  need f o r  da ta  was only' p a r t l y  fulfilled. I 

assure you that for a major part of those three years the number of 
basic and importan~ decisions made which were based on sound 
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statistical information were few indeed, 
exist but the need for decision remained. 

The i n f o r m a t i o n  d id  no t  

l hear very freq~entl7 a great deal of criticism of the military 
services because they donor know what they want. It takes two forms. 
One is the criticism directed at their end-product schedules and 
programs expressed in ter~s of numbers of end products, weapons, and 
the like. That clearly is a problem of Judgment. It is a problem 
on which a person can exercise his own Judgment and if his conclusion 
is contrary to the military Judgaent, criticism can be anticipated~ 
But at any rate it is a question of Judgment and a question which 
normally is not answerable on the basis of statistical information. 
Judgments ~st be based on appropriation levels, military strategy, 
mobilization base considerations, and the like. But there is another 
side to it. Having established a program upon which agreement has 
been reached, having directed manufacturers %0 make the products te 
satisfy the needs of the program for satisfying military requirements, 
what does this mean in terms of our steel supply, our copper supply, 
brass, aluminum, nickel, and all the remainder of the materials 
which go essentially to make up the hard goods part of United States 
output. The military doesn't know. 

I p e r s o n a l l y  have neve r  been impressed  a t  a l l  w i t h  c r i t i c i s m  o f  
t he  m i l i t a r y  s e r v i c e s  because t h e y  d o n ' t  know the  answer to  t h i s  
q u e s t i o n .  The q u e s t i o n  I ask i s ,  Why do you expec t  t he  m i l i ~ r 7  
to  know the  answer to  t h i s  q u e s t i o n ?  What i s  t h e r e  i n  t he  h i s t o r y  
of  t he  Uni ted  S t a t e s  t h a t  r e q u i r e s  the  F e d e r a l  Government or  any p a r t  
of it to put itself in a position to answer this question? Ordinarily 
this is the area of our economic activity which the Federal Government 
stays farthest away from. A deep background of experience is lacking. 

The answer to this question is such a complex and difficult one 
that I think I can make the flat statement that so far nobody in the 
United  S t a t e s  .has been smart  enough to  d e v i s e  a method to  t r a n s l a t e  
tanks, guns, planes, and the remainder of our military equipment and 
weapons into the impact on our material and fabricated component 
supplies. The plain truth of it is that we don't know how to do it. 

New, if I may, I think I should like to get into the subject 
matter itself and refer to this background in the context of recent 
and current operations. I thought perhaps that one way of discussing 
the subject, "Facts for Decision," would be to review briefly our 
experience since June of 1950 

After June 1950 the Nation made certain basic policy decisions. 
The Defense Production Act of 1950 said essentially that we were 
going to do three things through the operation of a civilian prodn- 
tion agencyt (I) See %o it that the materials w the components, and 
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t h e  pr~@Acts needed  to  meet ~ r  Defense  Depar+~antj Atemic Energy 
p r ~ c ~ i o n  ~schednles~ and eonstrue~Aon s c h e d u l e s - a r e  made and & 
l i v e r e d ;  (2)  i n  t h e  even t  we have a p r o t r a c t e d  p e r i o d  o f  s e ~ b i l -  
isation~ with a 40 %o 60 billlo~-dellar-expenditure program for the 
military, %o b u i l d  up ~ basic resources sufficiently so that we 
can supply the  needs  o f  ~h~e k i n d  o f  heav~, bu t  no t  ~ o n t ~  ~ i l i t a r y  
p rograa  and a t  t he  same t ime t o  have enough m a t e r i a l  l e f t  over  t o  
t ake  ca re  of  our c i v i l i a n  needs !  and (3) t o  uzLintain a h e a l t ~  c i -  
v i l i a n  e c o n o ~  i n  t h i s  coun~r~ dur ing  t h e  d i f f i c u l t  p e r i o d  o f  bo th  
milltaz7 and mobilizatlon base.build-up. 

It is quite clear in a si~a~ion such as we have now that amy 
substantial unemployment, inflation, or other weakening effect on 
our civilian economy could very easily result in an attack on the 
legal authorit~ that permits the emeoutive department to act and that 
we could lose objective "one" or "two" or both by failing to attain 
~aJective "thr~-. n 

Therefore, _the act provided that. the normal functioning of the- 
civilian economy be maintained to the highest degree possible con- 
sisten~ with taking_ eare of Military needs. Residnal materials 
were to be divided equitably among companies. Small companies were 
t o  be p r o t e c t e d  i n  a sho r t age  p e r i ~  ~ a t e r i a l s  were t o  be p rov ided  
f o r  new p r e s e t s .  Ma te r i a l s  were t o  be a l l o c a t e d  a f t e r  t a k i n g  
a c e ~  of the e~rrent and pre-Korea competitive position of the 
companies. 

It is clear from reviewing the basic responsibilities that the 
a c t  placed on the Executive that no i n t e l l i g e n t  deeisio~ could be 
~ade i a  e r d e r  ~ carry c~t  these instructions-without hav ing  i n f o n -  
~ a t i ~  C l e ~ l y  a~ain ,  as i n  World War X~, t h e  f i r s t  and foremos t  
need  e~ the. Fede ra l  G o v e r ~ n t .  was %o kno~  what were t he  r e q u i r e ~ a t ~  
of  t he  ~ i t a r y ,  o f  t he  r e sou rces  expansion program, and o f  t h e  
c i v i l i a n  e e o n o ~ .  

the latter ha1_f of 1950, we had the great debates as re. 
whether %his Nation should undertake ~o go into what was echoing close 
to a complete control structure for at ~east the metal consuming 
segment of A~eriean Indnst~ and which later, as you know, emerged 
as the Contrelled Materials Plan (C~P). Mostly on the basis of the 
good intuition of certain people, the.deoision was made at the end 
of 1950 to build up a basic over-~ control and it was pu~ into 
effect in the. middle of 1951. 

I c a l l  yc~r  a t t e n t i o n  to  one v e r y  i x p o r t a n t  t h i n g ;  ~ ,  t h a t  
t h i s  b a s i c  d e c i s i o n  was made and a c t i o n  taken  over  t h e  very  s t rong  
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p r o t e s t s  and the  very  s i n c e r e  p r o t e s t s  o f  a s u b s t a n t i a l  p a r t  o f  our 
Ameriesn i n d u s t r i a l  e c o n o ~ .  The reason  the  p r o t e s t s  were d i f f i c u l t  
%o meet was t h a t  t he  F e d e r a l  Government c o u l d n t t  q u a n t i t a t i v e ~  
prove t he  c o r r e c t n e s s  of  t h e  d e c i s i o n .  The F e d e r a l  Government 
c o u l d n ' t  demonst ra te  t h a t  what was coming s i x  months hence was a 
greatly inoreased demand on those supply systems and that without 
a quantitative control~ such as was p rov ided  by t h a t  system~ chaos 
would r e i g n .  

There is no question in my mind that military production would 
be at a far lower level than it is tod~v, in the event of a contrary 
decision. An affirmative Judgment was reachedj but it was not based 
on statistical data. The mere fact that it was not based on fact 
real~ made the Job of making it that much more difficult. I think 
we can thank our luo~ s~rs ~ha~ the decision not only was made 
but was made to  stick. 

Now l e t  us  see  what happens when you g e t  y o u r s e l f  i n  t h e  p o s i t i o n  
o f  having demons t ra ted  t h a t  you need c e n t r a l i s e d  d i r e c t i o n  and c o n t r o l  
and you assume the responsibility for distributing material and 
detorm~.4.g output in an industrial system as complex and as large 
as the U~ted States. 

You will recall that after the CMP was put into effect and 
d~ing the third and fourth quarters ef last year there was, shall 
we say, to put it mildly, a great cry of outrage that it was not 
working and the tickets were no good, and so on. 

The i n fo rma t ion  we had was t h a t  t he  =~ l l s  manufac tur ing  and 
s e l l i n g  c o n t r o l l e d  m a t e r i a l s - - i f  I may take  t h a t  one narrow group 
f o r  a moment--had more o rde r s  on t h e i r  books than  t h e y  had a b i l i t y  
t o  prodnoe and peop le  w i t h  t i c k e t s  were unable  to  p l ace  them. Some 
of us had f e l t  t h a t  i t  was c l e a r l y  due t o  t he  ca r ry -ove r  from prev ious  
p r i o r i t y  a u t h o r i t y  i s s u e d  by the  Na t iona l  Product ion  A u t h o r i t y  (NPA) 
and from the  M-cask,s of  t he  ear~7 s p r i n g .  So we i s s u e d ,  e f f e c t i v e  
I October k~50 something called Direction No. 7w C~P Reg. I, which 
prov ided  t h a t  everybody who has p l a c e d  an o rder  w i t h  a m a t e r i a l  
s u p p l i e r  which s p e c i f i e d  d e l i v e r y  i n  the  f o u r t h  q u a r t e r  o f  1951 
must deduct  the  amount o f  such m a t e r i a l s  from h i s  f o u r t h  q u a r t e r  
a l l o t m e n t .  

Clearly the objective was a good one. We wanted to clear 
the order books and we could do ~hat because we knew we had issued 
new authority for the fourth quarter that was reasonably equal to 
the supply dnring the fourth quarter. We knew if we cleared out 
evez3rt.Mng else~ we would come reasonably close to a b a l ~ o e .  
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Yaat a c t i o n ,  however~ h u r t  a g rea t  ra inypeople  very s e r i o u s l y .  
was a d r a s t i c  a c t i on .  I t  had the  ~ o r ~ a t e  e f£ec t  of  t ak ing  

o f f  the  books many of those  persons who. had been wai  ~tAng the  l onges t  
f o r  ~ a l i v e r y  and who n o r ~ d l y ,  you would t h i n k ,  would b e  t h e  f i r s t  

i n  l i n e .  

We took the ac t i en  a t  any ra~e and c l e a r e d  the  system lind. 'U~' 
problems began to c lear  up ver~ rspid!F. By the end of- the fourth 
quarter we had the mills' order books in reasonably good condition. 
~en the time cane for acceptance of first quarter C~ a l lo tmen t s ,  
the general acceptance was reasonably good as we expected. 

However, the continuation ef t h i s  k ind  of cutoff date from a 
c e n t r a l  management p o i n t ,  as X i n d i c a t e d  bofore ,  r-n,~ con t ra ry  to  
the dictates of good sense because it says the fellow who has been 
wai~iz~ the longest is the first ona to go. 

We took ~wo other actions, however; ~hieh permitted us to 
clear the si~atien up on a permanent operating basis. We re~ed 
the order for ~his  direction, since we had cleared the s~stem of 
all the previous a~thority that was crowding into the fourth qua r t e r s  
Second, we created a reporting systez by which each of the eon~rolled 
m a r t i a l  s u p p l i e r s  r epor t ed  each month accepted o rders ,  ~ monism 
f o r  f a t u r e  quar te r s  as we l l  as the  cur ren t  one, and h i s  ~ e d  
order  backlog.  

The reason C~P cleared up so quickly, overnight, is that we 
were ~ow able to direct the controlled material suppliers to accept 
orders over and above their abili~ ~o ~ them in an~ given short 
per iod ,  such as a w n t h ,  so ~ha.~ we ~ade roo~ f e r  t he  t iokets .~ We 
could do t h i s  because the mills were t e l l i n g  us ~hat their 
order backlogs were. We were in a p o s i t i ~  to  know how far we 
• i s s e d  by the  s i ze  of the  pas t -dne  order  backlog;  we t h e r e f o r e  c r e a t e d  
a sys te~  whereby we adjusted the size of ~ture programs and the  
deter~iua~ion of  a l l o ~ e n ~  a u t h ~ r i t y  to  keep t h e  baeXlog ~c~r 
control. Thus, if in the first q~arter we ended Up ~ith a 2.~d~y 
backlog o f  u n f i l l e d  o rders ,  we could a d j u s t  our pro~r~a d e t e ~ o n ,  
fo r  a ~uture qua r t e r  and borrew from second-quar ter  pr~d~c~ion t e  
~ash f i r s t - q u a r t e r  t i c k e t s ,  Natu~al]~ the t i c k e t s  were sashed  i n  
large vol~e because we made room for them. We eoul~a't ~rea~ .  
m a t e r i a l  out of notl~_~-_~ by a s e t  of r ~ I e s ,  so we b e r r e ~ d  i ~ t u r e  
ou%pu~ to  take  eare of cu r ran t  demnd,  Xu-ether words, we bad a 
c~le~e~V flexible sy~ten and ~P began, to oFerate the way it wa~ 
supposed to o~erate once the systea was cleared up. 

As 0£ now the system is what it should be.  ~hen an order is 
gccepted~ i t  l o se s  i t s  q u a r t e r ~  i n d e n t i f i c a t i o n  ~ d  s t ~ s  on the  
sc~e u~til shipment is made, 

? 
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Now I should like to come around to the subject that is very 
close to my heart~ that is, this whole question of material and 
product requirements which I regard as the great fundamental gap in 
mobilization statistics. Since the inception of NPA in September 
of 1950~ the measurement of future demands for fabricated products 
as contrasted with demands for controlled materials has been one of 
the central problems facing the mobilization agencies. Under the 
operations of the CMP, its proce~,~e provides a system of requirements 
development for class A products through a close interlace among 
application flow, subassembly purchase and delivery 8cheduling~ and 
allotment authorization. Individual company adjustments are auto- 
matically effected through the class A product chain by a close tie-in 
with the normal purchase procedure of industrial concerns. 

In the case of class B products, on the other hand, production 
levels for all companies engaged in the manufacture of particular 
classes of products are independently authorized by the NPA industry 
divisions. Quarterly output levels are established some four to six 
mont~ before the beginning of the quarter in which prodnction is to 
take place. The objective is to authorize the production of the 
quantities of class B products needed to meet both military and other 
authorized demands. In the B component area, failure to provide 
sufficient production to meet authorized program needs inevitably 
brings pressure 50 splinter the priority system to take care of 
the most urgent programs or to invest an unwarranted amount of 11~ited 
personnel resources in expediting and in bottleneck breaking. 

The c a l c u l a t i o n  o f  c l a s s  B produc t  u n i t  needs and t h e i r  r e l a t e d  
p roduc t i on  m a t e r i a l  r equ i rements  i n  terms of  the  normal f u n c t i o n i n g  
of  t he  i n d u s t r i a l  sys tem would o r d i n a r i l y  be under t aken  through an 
a n a l y s i s  of  p a s t  p roduc t i an  ~ e s  and cu r r en t  r e p o r t s .  On the  
o t h e r  hand, the  v e r y  e x i s t e n c e  of  an a g e n ~  such as t he  NPA-DPA i s  a 
r e f l e c t i o n  of  t he  f a c t  t h a t  "normal i ty"  i s  no t  t he  o rde r  of  the  d ~ - - o r  
more importantly, of future days. Rather can we expect dramatic 
shifts in demand for particular components (both class A and class B) 
resulting from the growth of a huge military program, a related 
expansion in the basic resource segment of the economy~ and a drop 
in the prodnction of many civilian prodnc%s stemming from government 
measures reducing the level of activity in this field~ Estimating the 
net effect of such shifts in demsnds for B components so that appropriate 
prodnction levels can be established represents one of the more 
impor tan t  jobs in the programming function. 

The objective of the proposed procedure is to establish a mecha- 
nism for developing reliable requirements data for a selected group 
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of class B prod~c~s. The procedure would be empleyed for these B 
prod~cte f e r  which p a s t  techniques of  demand measurement (such as  
e s t ima t ing  f ~ r e  requirement l e v e l s  based Qn a r e l a t i o D s h i p  wi th  
o v e r - a ~  i n d ~ t r i a l  a c t i v i t y  i n  the  hard goods f i e l d )  have l~rev~ 
u n s a t i s f a c t o r y .  The approach suggested r e p r e s e ~ s  an a t ~  t o  
develop a technique for measuring the demand for B ~ets 
ing from such broad a r ea s  of the  e c o n o ~  as d i r e c t  g e ~ n t  pro-  
curement, i nc lud ing  the  purchase o f  equipment a~d ~ p p ~ u ~  
cons t ruc t ion ,  concurrent  spares~ and so on; private capital ~es~ 
ment, i n c l u d i ~  new oonstamctien, machinery, and equipment;- ~j 
end c i ~ 1 4 a n  demand. C a t e g o r i e s  o f  B products  a r e  e s t a b l i s h e d  ~a a 
f u n c t i o n a l  b a s i s  so a s  to  permit  t h e  ass ign~=ut  of r e s p o n s i h i l i ~ F  
fo r  c a l c u l a t i n g  requirements  t o  s p e c i f i c  geverv_,~t  agencies  and 
p r i v a t e  manufacturing concerns i n  terms of  the  normal o p e r a ~  
procedures of the, eFEa~isaticns involved. 

In considering the problem of how best to mest the need for 
accumulating B prodnet r e q u i r e u n t s  data  i n  one c e n ~ a l  spo t ,  i t  i s  
suggested t h a t  c l a s s  B p r~ tuc t s  be d iv ided  i n t o  f i v e  sepa ra t e  
categories defined in terms of the CMP Class B PToduc% List and 
further classified by purchase procedures and use pat~. A 
suggested list is given ~ith a brief definition of the products to 
be inc luded  i n  each category.  I t  should be noted t h a t  %he ca t ego r i e s  
are not  ~ t u a l l y  exc lus ive  nor are  t hey  in tended t o  be.  Est imated 
requirements for any ~eular product would be ebtalned by 
gEting the demand for the particular product as it is ~al~la~d 
fo r  each of  the  ca t ego r i e s  i n  which i t  i s  included~ Thus, t o ~ l  
demands f o r  s t e e l  desks wou~d be t h e  sum of  t h e  reqairemente  fo r  t h i s  
product as they appear i n  ca t egor i e s  1 ,  ~, and 5. The suggested 
categories are as follows: 

Class B Product Categories 
i , 

I. Class B end preduc~ purchased direct~ in finished form by 
government agencies. Examples are ~j~mriters, bedsj desks, a~te- 
mobiles,  t r u c k s ,  and so for the  

2. Class B components purchased by government con t r ac to r s  i n  
the  c l a s s  A chain fo r  incorpora t ion  i n  t h e  assembled end p r e s e t  
~ m a f a c t u r e d  by the  prime fo r  s a l e  %o the  Government. Examples 
are f r a c t i o n a l  horsepower motors purchased by the  prime f o r  assembly 
in tanksj fuel p~s, for asse~l~ in military trucks~ industrial 
fastenersj for assembly in army rifles; and so forth. 

3. Class  B components purchased by ~ u u f a c t u r e r s  of c l a s s  B 
end prednCts and components f o r  assembly i n  the  products  ~hich they  
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mamafacture. Exa~les are storage batteries for passenger cars. 
Compressors for air-condition~ equipment, nuts and bolts for 
i n t e g r a l  horsepower motors, b a l l  bearings fo r  pu l l eys ,  and so on. 

4. Class B end prodncts and c o ~ n e n t s  purchased for use other 
than as a prodnct ion or cons t ruc t ion  ma te r i a l .  Examples are farm 
tractors, freight cars, household refrigerators, civilian trucksj 
r e p ~  parts ,  and so on+ 

5. Class B p roduc t s  ~ a l ~ s t  e n t i r e l y  end products)  purchased 
by cons t ruc t i on  con t rac to r s .  • These would be handled by an adapta-  
t i o n  of  the  procedure developed i n  t e r a s  of  the  foregoing items 1 
through M. 

These ca tegor ies  were e s t a b l i s h e d  i n  order to def ine  c lasses  o f  
B prodncts in terms of normal purchase practices and product flow 
so as to  make i t  poss ib le  to  develop a procedure s p e c i f i c a l l y  
designed to deal  with each of  the segments of the B product r e -  
quirements problem ,in the most effective manner possibleo There 
follows an outline of the procedure proposed for dealing with each 
of the foregoing categories listed. In addition, a suggested as- 
signment of responsibility in terms of agencies and persormel is 
indicated where appropriate. 

Proce~,~es for Accumulating B Prodnct Requirement Data 

Category i Products.--Primary responsibility for initiating 
requests for requirements data rests with NPA Industry Division 
directors. Such requests w~uld be reviewed and approved by the 
Office of Program and Requirements of DPA before transmission to 
claimant agencies. This would mean that this office would have the 
central responsibility for coordinating activities of the NFA 
Industry Division with respect to requests made of procuring govern- 
ment agencies. Official requests of the claimant agencies for 
requirements data could be made only by this office. Before approval 
would be granted, it is suggested that at least one of a specified 
list of conditions exist, although meeting one or more of such 
criteria would not in itself be a reason for requesting information. 
An illustrative llst follows" 

i. That the product be in short supply with some kind of 
distribution control ordinarily proposed~ 

2. That the claimant agency purchase :directly or expect to 
require in the future a measurable part of the total output. Five 
percent is suggested as a reasonable breaking point. 

3:) 
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That some u rmsua l  cond i t ion - - such  as the necessity for 

p r e v a ~  ~ f o r e  any reques t  be mate++ zor ~ne~A~ess mau ~ p+.vent  A + ~ +  
prodnot  c l a s ses .  

Category 2 Pro@acts.-+All prom~ri~g claimant  a~en~es  weald be 
requested %o ga ther  in format ion  on +~!rect requirem~+ts o f  ~ s e ~ e ~ -  
ed and s p e c i f i e d  t i ~  ot' B components for the ~fillme~t o f  ~ t  l e a s t  
their maJc~ p ~ .  Their r e s p o n s i b i t i ~  ~ d  be l i ~ t e d  t ~  
m e a ~ n g  the~Iz . program, needs fo r  B cmeponemts p u r e h a s ~  an~ used 
in  t h a t  form ~ ~ m ~ P a ~ e r s  in the A oha~n. B eo~pone~s incorpo-  
r a t e d  i n  s~ch ~ h ~ s e d  B o ~ o n e n t s  ~ l d  be spee i f '+~ea~ ~ d e ~ .  
Thus, the  t a ~  ~ a c t u r e r  purchasing f r a c t t ~  horsel~O~a" mo~ors 
would repor~ ~aeh requla~aent8 to  the Defense Department, tr+eating 
the  fra+otiona~ horsepower motors i n  i nch  the  same way as a t e n ,  o i l e d  
material, The r e q ~ t r u e n t s  for b-~gs for ineorl~ratlon in the  
motors ~ d  not  be the  ~r'uponslb-t't~t7 o~ e i t h e r  the De,ease De- 
part~ent ~ ~he ~ ~ .  

C a ~ o r ~  3 PA'o~ho~+--~e HPA ~ould ~ e  ~e sane ~ob as 
discusso~ above for the ~ o ~ n o t i o n  ~ a ~  £~ '  ~h~ch it ~ re- 
sponsible. The NPA ~ata would be developed by eondnoting a sample 
survey of  B product  ~ a c t u r e r s  %o ~ete~=~+.ne the  r a t i o  b ~  
:el-t~,,eet B ~ o n e n t  . ~ ~ ~ , < ~  +lind2 prodnc+t, pr,odn@+~on ~er use i n  
c a l ~ ,  + m t ~  c ~ n e n t  + ~ n ~ s  :~t sete+ctod l e v e l s  o+ eQ~mt .  
The ea~eel+a~e~ ~ a t ~ s  ~ be  use~ ~ + t ~  ~ in e ~ r a ~ ~  
coapon~ t  z~lulx~n~t ~:i 

F ~ s t ,  t he  + + ~ e t  zwqe£~le~ts  o r b  eemponents e ~  be 
meanred  ~ e a d  pre~+~k p r ~ n a t i o n  pregramsj such as  r e f r i g e r a t e r s ~  
passenger oars and the .~e,-on the basis of assuled levels of 
fur's ~ctlon. SelecSed component requirenents for these 
proEr~s would ~h~fore be estimated in math the same fashion as 
r e q u ~ t s - f o r  ~he ~oKrm ~:of p ~  ¢ l a i n e a t  agencies. 

Secondj the  NPA would e s t a b l i s h  the  ra~ios  between B @o~onent 
p r o ~ o t i o n  l e v e l s  and B suboomponent requirements .  Those r a t i o s  
could then be  a p ~ e d  +to the es t imated  l e v e l s  of  end pnodnet  p ro -  
d n ~ i o n  f o r ~  c ~ t  +agency p~ograms, inc lua~,g  those  of  ++the 
~PA Divfs ions .  For  a ~  +given s e t  of  end p r e s e t  (mi l i t az7  and 
oiwlllan) pr~d~et~on +levels, we would then be in a position ~o 
es%=~:mte the total predation-requirements for B oeuponen%s, +in~lud- 
img the  #B components wi th in  B e o ~ o n e n t s . "  

Zt i s  maggested t h a t  p r t m a ~  r e s p ~ i b i l i t y  fo r  t h i s  s t ~ i s t i c a l  
opera t ion  be e s t a b l i s h e d  in~ one spo~-operhaps the  Off ice  of  ProKross 
Evalua t ion  i n  DPAo The f a e ~ t i e s  of  the  Bu~ean of  t he  Census 
e o u l d  be  e u p l o y e d  f o r  t h e  mass s t a t i s t i c  1 J~o .  

11 
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The s p e c i f i c  l i s t s ,  r epo r t i ng  i n s t r u c t i o n s ,  r epo r t  form, and 
so f o r t h ,  fo r  t h i s  survey are  now i n  f i n a l  d r a f t .  I b e l i eve  we are  
now a t  the  po in t  where the  F~mitions Board and the  Atomic Energ7 
~ s s i o n  (AEC) can review the proposed survey wi th  a view to  
ind ica t iDg the a b i l i t y  of the  two major procuring agencies  t o  
p a r t i c i p a t e  f u l l y  i n  the  opera t ion .  

Category" 4 Prodacts . - -The developm~at of requirements  data  f o r  
these  products would be the  primary r e s p o n s i b i l i t y  of  the  Off ice  
of Program and Requirements. Acting as a coord ina t ing  g r o ~  t h ~  
would review and t e n t a t i v e l y  approve requir_~_ n t s  estlnates from the  
appropriate unit of such organizations as the RPA Y~@Astry Divisions, 
the Depar~nent of Agriculture, the Defense Transportati~ AdLinis- 
t r a t i o n ,  and so on. 

The es t ima t ing  process i n  t h i s  f i e l d  would c o n s i s t  la rge~v of  
e i t h e r  e s t a b l i s h i n g  program l e v e l s  of  end-pro@Act pro@action or 
making s t a t i s t i c a l  c a l c u l a t i o n s  of such demands as maintenancej 
r e p a i r ,  and opera t ing  supply requirements i n  in@Astrial  p lantsp  
se rv ice  i n d u s t r i e s  fo r  c i v i l i a n  prodncts ,  and so on. The t o t a l  
demand fo r  many o f  these  pro@acts would c o n s i s t  of  the sum of the  
foregoingo 

Category 5 Prod~cts.--lu this area in an ~proach similar to 
that outlined for the foregoing categories I through 3 the same 
basic procednre would be utilized after-appropriate revisions have 
been made to adapt it to the construction field. 

The foregoing proposal contemplates the establishment and 
testing of government machinery and procedure for the development of 
more reliable requirements data for those B prodncts for which our 
past experience has clearly demonstrated only our ability to grope 
intelligently. It would not appear likely that the reassignment of 
responsibilities and the corollary administrative changes required 
could be accomplished in time for use in the present phase of our 
progra~i~ and control operation~ 

On the other handj the  per iods  of 19~I-1945 and 1950-1952 make 
it abundantly clear that the area under review represents the 
weakest spot in the civilian mobilization agencies' ability to 
discharge their responsibilities in the event of all-out war or a 
worsening of the present emergenc~ situation. It would appear that 
now--when the mobilization machinery exists~ the general climate 
makes such an operation possible and there is absent the unrelenting 
pressure of an all-out military conflict which so frequent~ prevents 
thoughtful Judgment--is the time to determ~ ~ne whether or not a 
better job can be done in mobilizing the heart of the indnstrial 
econo~ through technique sufficiently flexible, to meet an emergency 
with characteristics that will only emerge clearly with the passage 
of time. 

12 
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I c a l l  your  A t t e n t i o n  to  t he  f a c t  t h a t  ~h i s  Nat ion  i n  t h e  
p a s t  y e a r  o r  y e a r  and a h a l f  c r e a t e d  a c o n d i t i o n  i n  which p r i v a t e  
i nves tmen t  capi~l ~o the tune  of  ~ a ~ ,  many billions, sti~alAted 
by our  t a x  a ~ r t i c a t i o n  p rog ran ,  has  t r i e d  to  c r e a t e  a new set  of  
~aei l i t iee~ both f o r  ~ a t a r i a l s  and f a b r i c a t e d  components,  t o  meet 
a deaand one year, two, ~hrse, or four y e a r s  hence. 

X call your attention to the fact that here is the very heart 
of the whole ~b414sation p:ogran, 3.oole-~ng ~ the satisfaction 
of high ~tax~ p ins  civilian demand for other than all-o~t war, 
o r ,  i n  case  of a ~ o u t  war ,  y~u have the  r e s o u r c e s  on which  the  
m41~tery, programs of tomorrow depend~ 

The questlon Z ask is, did we make a set of wise decisions in 
ra i s ing  s t e e I  output by some 20 aillion tons or more a year? Should 
we have increased our facilities for structural, for plata? Should 
we have constructed new facilities before really setting the stage 
of what should be the pattern of that expansion? 

Again, in the field of aluE4mm we have an 80-percent increase 
in capacity. Do we have the right facilities to create the necessary 

shapes i n  the form of forgings and so on? The right types 
of  forg-lngl? Have we c r e a t e d  i n  t h e  p a s t  y e a r  and a h a l f  t h e  k ind  
of  a ~ c e d  suPP~V p a t t e r n  which w i l l  be needed a y e a r ,  o r  two, 
or three y e a r s  hence when these facilities wall be ava41~Able? Z 
don~ t know. 

Zt shou ld  be  e p p a r e n t  t h a t  t h e  r eason  Z made t h i s  l i t t l e  
d e p a r t u r e  was t o  d e a o n s t r a t a  t h a t  ~ha t  we have needed from t h e  
beginning was an ability to take a 9roJected set of  agree~-upon 
e n c l p ~ c t  p r o ~ " a ~  and translate them i n t o  a ~ d  ~.-,pact on 
our facilities and supplies in terms of individnal pro@ActS and 
facilities. 

Nobed~ bu~s stae~ People bu~ steel products in terms of 
specifications, sisess widths, alleys. What is needed in this 
countr~ is an ability to be able to project end-pro@Act programs 
i n t o  4%~acts such as t h o s e  i n d i c a t e d  above. C i r ~ t a n c e s  demand 
that we have some basis for deter~4~4~g what our expansion goals 
should be if decisions are to be based on informed Judguents. 

Dec i s ions  must be ~ade i n  terms of  t he  t i~4ng  o f  i n t e r n a t i o n a l  
devulepemnts and ~ e t h e r  fActOrS beyond our  c o n t r o l .  The t iming  
of deeisi~as cannot, await the development oT a sound basis for 
making it. Of course, we have done our best and we are not whol~ 
without a basis for some reasonably intelligent Judgment. 

RESTRICTED 



RESTRICTED 

On the  o t h e r  hand,  t he  Federe '1 Government i s  l i t e r a l ~  not .  i n  
p o s i t i o n  t o  te~A p r i v a t e  i n ~ a s t r ~  and has  no t  been i n  t h a t  p o s i t i m a  
with respect ~o neasur~g the size of the ixpaet on naterlalsj 
fAcillties~ m~d supplies a year or two years hence if we have a 
continuation of the present kind of aili~ary and general mobilization 
p e rL 

We ~ve had to depend on a whole series of Judgnent8 by a 
great ~ people, some of thou in private industry spending their 
noner~ let u s q ,  on our sexy-so b u t  w i thou t  our hav ing  authoritative 
guidance. Z an no t  crltloising us ;  Z am naking an o b s e r v a t i o n .  
We didn't give then authoritative guidance because we weren't in a 
position to do so. We were mart enough to know we needed more 

We got  more a l u m i m m  But i t  i s  a q u e s t i o n  of~ how fa~ 
a~ong ~ a t  pa th  we should  go, 

Those are facts for basic decisions, the nanagement of a 
prodnctlon and construction contro l  8ystm. We want to get milAtary 
prodnet~!  we want to  ge t  r e sou rces  expanded; we want to  do i t  r i g h t  
now. So we c r e a t e d  t he  c o n t r o l  sys tem and t h a t  c o n t r o l  sys tem i s  
eesen~JL~ly  e p e r a t i n g  t o d q  because we have been i n  a p o s i t i o n  to  
make cez~a in  v e r y  b a s i c  improvements i n  p rocedura l  opera t iorm.  Those 
luln~ve~tg had to  be made on the basis of statistical information. 
Z eeuld give you a whole myriad of examples but Z shall not at the 
moment. Z th ink the simple illustration Z have given is sufficient. 

Going ]to t he  o t h e r  h a l f  of  ~he p i c t u r e ,  t h e  whole Na t ion t s  
fate lies elsentia~ in these two areas l First, the ab~.lity to 
detarnine oar actual nilitary needs! in toms of basic naterlals 
and p roduc t s  second,  t h e  a d d i t i o n a l  r e s o u r c e s  needed to  t ake  accoun~ 
of gz'and mi lA ta ry  strategy t,--ansIAted i n t o  military weApons in the 
event of all-out war or if it doesn't come, an attack on our economic 
fabric through the effects of heAVy military production in a setting 
of  h i g h  civilian demand. 

So it is clear that on these decisions rests the fate of the 
Ualted States. There ientt ~ question about it. I simply sa~ to 
yea that intuition and e~perienee with the ability to translate 
then into quantitative neasurement has had to be depended on to 
maMe t h e s e  d e c i s i o n s  and I d o n ' t  t h i n k  we can a f f o r d  to  con t inue  
tO run the risk of their be4m= wrong very  mzch longer. 

Now what we are doing in t h i s  field t o d ~  d o e e n ' t  r e p r e s e n t  a 
nagie wand which is going to answer all these questi~. It does 
r e p r e s e n t ,  however, a ma~or a t t a c k  through b. new Approach w i t h  t he  
hope that our experience this year will teach us enough about the 
p r o b l a ~  a s s o c i a t e d  w i th  t h i s  new approach,  t h i s  new taob_n~que~ 
8o t h a t  nex t  y e a r  we ean do a v e r y  ~ c h  b e t t e r  Job,  and the  y e a r  a f t e r  
a s t i l l  b e t t e r  Job. With ~ o ,  three, or four years to inform 
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ourselves as to the problems that are met in endeavo~-~ to get 
at T~s one basic deficiency in facts for decision, I hope that we 
will be able to make Inch better Judgments in the years to come. 

I think with that I would like to leave it in those terms and 
answer any questions you my have. 

G~ERAL HOLMANI It seA=- that the mechani@al and electrical 
people are always ia hot water ca the determination of these re- 
quirements. On the other hand, in the field of indnstrial chemicals, 
the problems never seem ta be quite so acute. In our American 
complex, though, we do;kn~W that there is a vast requirement for 
nitric acid, anhydrous a~monia~ sulphuric acid, and formaldehyde, 
and so on down the list. Has there been any determination made~ 
speculation as to why the basic problems that generate in and around 
the chemical indnstry seem to be much more easily solved than in the 
mechanical and the electrical field? 

MR. TRUPPMER- General, I will give you an answer that comes 
or~ from somebody who has not spent most of his time worrying 
about chemical problems. I think they make Just as big mistakes-- 
perhaps bigger ones--than the people who have to worry about steel 
and m e t a l  r e q u i r e m e n t s .  

The reason the problems are easier and don't hit us so hard 
is because of the enormous substitutability in the chemical field. 
The fact is they rarely face the problem we face when we calculate 
the requirement for steel plate or forgings. If we make a mistake, 
we can't put an aluminum extrusion in for a substitute. In the 
chemical field, it is almost true that you can get almost any 
chemical you want with a very few basic material supplies. 

I think the reason for observation regarding the chemical 
industry is, first, the substitutability of one chemical for another; 
ands second, the increased capacity output whioh can be obtained for 
any one chemical through utilization of common equipment. With a 
given set of facilitiesj they have a lot more elbowroom than we do. 

QUESTIONz Mr. Truppner, would you care t o  prophesy  on t h e  
f u t u r e  of  CMP? 

MR. TEJPPNERs F i r s t  o f  a l l ,  c e r t a i n l y  f o r  t he  nex t  couple  of  
q u a r t e r s ,  t he  m414t~ f o l k s  themse lves  t e l l  us  t h a t  t h e  need  f o r  
t h i s  k i n d  of  c o n t r o l  i s  as s t r o n g  today  as i t  eve r  has b e e n .  
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~ arenlt any impo~ant shortages e v e n  w i t h  steel suppliers 
whose books are full until June. Under control condition, it is 
true there is some steel in certain shapes from the nonintegrated~ 
high-cost mills that at the moment are not being snapped Upo 

However, I think we have a condition where a i percent 
difference in controled demand over a total available supply is 
f~S1~ng on 5 percent of the suppliers, resulting in a 20 percent 
decrease for them. So far as that 5 percent is concerned, it is a 
very easy situation, but if you look at the books of the integratedj 
low-cost mills, you will not find a very easy condition. I think 
this week we will pour about 2,118,000 tons of steel, which is the 
largest tonnage in the history of the world for stay country. 

Another example l might give you is that in the second quarter 
of this year our production directives call for a bar output of 3 
million tons, the highest rate ever reached. In the United States 
at the present time, we probably have a worse Jam on our heavy bar 
mills than we ever had in World War II or in the present mobilization 
up to now. This is one of the most difficult of all items in the 
ammunition program~ 

Certainly the demand for the third quarter appears to be roughly 
the same as for the second quarter in the sense that we have some 
very essential kinds of operation which we have been sitting onup 
to now. Some examples are: public roads, schools, hospitals, comercial 
construction--which were almost at a standstill. I think with a 
slight opening of the demand we won't have any difficulty in 
utilizing all the controlled materials that can be supplied~ With 
the resources expansion program scheduled for the third and fourth 
quarters, I would Judge that there will be a very substantial easing 
in the demand for carbon steel with the possible exception of bars, 
stainless tubing, and sheared mill plate. 

If I may make just a prophecy we, in my judgment, will have CMP 
throughout the remainder of this year, with the possibility that we 
may make a change in the steel allotment procedure for either the 
third or fourth quarter of 1952. Certainly the copper condition 
throughout the first quarter of next year is such that I scarcely 
expect we can let the CMP go. Aluminum is so dependent on the progress 
ef the aircraft program and stockpile policy that it is hard to 
predict its supplyo 

That is about my Judgment of the future of the CMF. Z would 
hope by the middle of next year we can discontinue all of it. 
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DR. HUNTER.* You call attention to the problems you are faced ~- 
with i n  each enmrgen~. Zn lleu of. getting essential data~ what 
can t h e  ~ F ~ a l  Oovornuent do .in peace t ime  to  b e t t e r  p r epa re  i t s e l ~  
in getting requirements for the emergenc~ period? 

MR. TRUPPMER, I think it is essential that the FSdoral ~ e ~ -  
ment, possibly the operation of an agen  r ch as 
d i r e c t  i t s  a t t e n ~ n  to  t he  ~ o f  problems I d ~ - ~ t ~ s s ~  , ~  
P . t ~ i ~ , -  Ish~d say that if the current p~oposed eff~ Of 
get~g at ~he technique for measuring roquir~ts~ that I Yes--J, 
b r i ~  .~~s~sse~  he,fore,  shows anT' prom~Se th~s .year,  I s h ~ d  
hope t h a t  s u ~  an agency ~ d  take  as one o f  i t s  b a s i c  and ~ a -  
menta l  ta'Ske the  develot~went of  t h a t  t echn ique  dur ing  p e a o e t ~ .  

~er worda, ~tead of the I S ~  being as ~ch of a planning 
organization as L~t ~s ooncelved of in the la~e 19~O's, I sha~ld 

• . hope i t  ,wou~ devo te  a g r e a t  d e a l  m~re of i t s  r e s ~ c e s  t o  'U'~e 
labora~oz7 p r o b ~ ,  ~ e  .would i n c l u d e  t h e  devetepmen~ of  t echn iques  
for dete~g re~ui~ements~ maong o~her ~m~nge~ in the interlm 
per-lod~ 

QUESTION: Do you anticipate that it vc~Id involve ha~ 
Federal agencies :ga~her in peacetlme a lot of statistieal material 
f o r  ~ c h  t h e r e  , W ~  be  no di~.reet .peaaet~le  use?  

MR. ~P'NZR: Yes~ ~8~r. I think it beooaes Ùsse~a1~ a 
national asset loo~g ~ d  ~ ~bne of eaergeney if ~ Federe~ 
0ovarnaent knows how to do things, even though it deesn,t do then 
at the tiueo 

QUESTION: Mr. Tr~ppner~ ywu have  nade a good c a s e  f o r  f a c t s  
i n  g e n e r a ~ . . b u t  I a a . a  l i t t l e  concerned I b ~ t  t he  q u e s t i o n  of  
statistics for ~hoir own ,saMe. ~ can't the things be controlled 
by the b~oad ~ principals, b a s i c  m t h o d e ,  and so fo r thT  

MR. TRUPPNER: First of alls I am a great opponent of details. 
I will meke a s~atement I think I can document. It is not that I 
think they are useless alonej but I think my effort expended in 
getting debailed infOrmation inevitab~ results in x '~h~g  you.r 
ability to get your ~Anger8 on things that are iwportant. You get 
lost in a whole welter of detail. I sinoerely agree with what you 
sa~ in that respect. 

With respect to the development of requirements technique, I 
have the feeling that if this country i8 willing to invest a great 
deal of its resources in stand~by equipment and stand-bF facilities, 
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and o t h e r  p h y s i c a l  m a n i f e s t a t i o n s  of  t h ings  t h a t  you need  i n  t i m e s  o f  
emergency~ the development of a control technique to be. used'at the 
time Of %~at emergency should, in Ny Judgment, be deemed equally 
as ~ q ~ r t o n t  because one wi thou t  t he  e t h e r  i s  no t  so u s e f u l  o r  e f -  
f e c t i v e  at the  time it is needede 

QUESTTONs The CMP p lan  seems t o  be i n  t h e  chain  of  c o n t r o l .  
You g ive  out  t i c k e t s ;  the  i n d u s t r y  t akes  t he  t i c k e t s .  I t  i s  s t i l l  
a hun t i ng  l i c e n s e .  I t  i s  not  a t i c k e t  on a s p e c i f i c  m i l l .  Yndust ry  
goes to whatever ~ can give it ~he item. Wouldn't it be easier 
to control if you gave the ticket to a specific u4117 Then ever~- 
thing over and above the tickets you could pass on to the civilian. 

MR. TRUPFNER: I guess I can Just s~ briefly that the reason 
we don't do that is because we know we can't. The purchasing de-. 
~ t s  of some 50,000 ~litary fabricating plants and some 
150~000 ether purchasers of controlled materials, that we never even 
see, perform an enormous Job in finding the right mill to make the 
right steel or other prodncts at the right pricej at the right 
specifications. There is nobody in Washington who has nerve enough 
to suggest that we could de that little trick. It takes a couple of 
hundred thousand people to do it. 

QUESTIONz Mr. Truppnerj I agree with you and many of us are a 
little bit upset about reading in the newspapers that the ~li~ry 
services don't know what they want. ~ question basically is, I 
don't think the h i g h e r  echelons of the Government want a methodology 
f o r  co~qmting r e q u i r e m e n t s .  You donet  want r equ i r emen t s .  You want 
to know what the military is going to buy. Industry is not interested 
in ~hat the military wants but what it is going to buy. You mentioned 

. It has been charged with the responsibility of planning, 
Ever since World War XX it was going to do something, The FAmltio~s 
Board has been in the same position since 1922. Regarding military 
requirements, I personally don't believe the higher echelons of the 
Goverrmmnt want a methodology. Would you care to comment on that? 

MR. TRUPPNERs I would guess offhand t h a t  i t  i s  no t  so.  
Cer ta in~y t h e  p e o p l e  t h a t  I am acqua in t ed  w i t h ,  such as F l e i s e h m m j  
Wilsonj  and so on, are  very de te rmined  to  f i n d  a way o f  c a l c u l a t i n g  
r e q u i r e m m t s  wi th  no ho lds  barredo 

The reason  Z t h i n k  people  have no t  deve loped  a method i s  because  
we h a v e n ' t  been smart  enough. That i s  ~ op in ion .  I j u s t  donOt 
think anybody has yet devised a way to do this trick. I think.in 
general most people Just s~ly dontt have enough respect for the 
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enormity and conqxlexity of the prebleL Xt is a ver~ difficult 
problem and it wall take a very ingenious fellow to ~xlnk of the 
answer f i r s t ~  and.  seoond~ a v e r y  conp~tent  and wel l -managed group 
of  peop le  t e  ~ t e  t h i s  i n g e n i o u s  answer i n t o  a p r a c t i c a b l e  
working solution. So I ~ ' t  agree; I respect your right to hold 
your belief. 

QUY~I~MI I would l i k e  t o  carr~ t h a t  a l i t t l e  f u r t h e r .  Z 
t h i n k  t h a t  suppor t ing  the  ~ L l i t ~ r  i n  an~ count ry  i s  J u s t  l i k e  
suppor t ing  y ~ r  w i f e .  The r equ i r emen t s  a re  e x a c t l y  what  the  w i f e  
can spend and if ¥o~ can figur~ out  a way of telling me how i n c h  
a wife coste~ Z would appreciate it. X havenever hea rd  of  a~bocl~ 
who could  lake a formula for figuring t h a t  ~o."be- 

MR. TRUSt Z think this is a little different, r eanlt go 
into detail on that. Z do t~Ink, though, that ~at gets at the 
heart of the problem is the fact that the military does project a 
schedule of  procurement and production ~at serves essential~y as 
the basis for developing appropriation requests, T also observe 
that this is done at a time when that particular schedule has not 
been s ~ b n i t t e d  f o r  rev iew and s c r a t i r ~  i n  ~ e r u  o f  r e q u i r e m e n t s ,  
such as a schedule  on the  supply of  c r i t i c a l  ~ a t e r i a l s .  

I am no t  c r i t i c i z i n g  a n y b ~ .  Z am siwpl~ making the  ob- 
s e r v a t i o n .  This i s  how t h i n g s  a r e .  So t h a t  when y~a de ge t  m i l i t a r y  
programs at very high levels, you san ~ake the whole nickel suppl~ 
er begin to take the whole supp~ of something else. At ~hat point 
it becomes a b s o l u t e l y  necessary that this review and scruti~ be 
undertaken because the nilit~A7 program can obviously defeat itself 
by taking the supply of  critical materials awq from a nom~Eli~ 
o p e r a t i o n  on which t h e  z L ~ i t a r y  ope ra t ion  i n  t u r n  ch~pends, 

An 411ustrative ease is provided ~$ heavy transformez~ and the 
like, ~ieh are needed in the power expansion prograas m d  are also 
nee~e~ ~or ~ e  e o n s t r u ~ i a n  programs o f  t h e  AEC~ We spend a g r e a t  
dea l  of  our t ime .,.W~g sure tha t  when we diver~ t r a n s f o r a e r s  o r  
other types of equipment away from the Defense Electric Power 
A d L t n i s t r a t i a n  program to  t h e  Atomic Energy p rograa  s we d o n , t  f i x  
i t  up so t h a t  we have atomic energy  p r o j e c t s  completed which i n  
t~ rn  a re  depemdent f o r  t h e i r  o p e r a t i o n  on the  power which we are  no t  
going t o  g e t  keewase we d i v e r t e d  t he  p roduc t s  and m a t e r i a l s  needed 
to  ope ra t e  t he  AEC i n s t e l l a t i o n .  
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SO I think in this sense once the military or atomic energy 
programs get to high ~ough levels so that they begi n to grab a great 
proportion of the to~al suppl 7 of any material, you do have to put 
them through t h i s  c a r e f u l  so ru t i~y  and review and divorce them 
eon~le te ly  f rom the  appropr ia t ion  l e v e l s  which are no longer  a mat ter  
of interest so long as they permit procurement to take place. 

QUESTIONI On t h i s  c l a s s  B problem, I don ' t  t h i n k  you are ever 
going to get anywhere if you try to transfer fractional horsepower 
~torl that go:Into %he airplane into total fractional horsepower 
motors required to make it. But I should think that your records of 
World War II and now would show what is going into class B products 
for an equivalent amount going into controlled productsj those would 
give you trends that ~uld give you a little idea of what it might 
be in the future--that is about as far as you can go. I know if 
we change the tank--a large production item--that would put a dis- 
tortion in the picture. I think you are lost if you go down to the 
details of the fractional horsepower motor. 

~R. TRUPPNERI I think we are lost. One of the places where no 
record exists for either this current program or World War II; where 
we are completel7 lacking in knowledge, is provided by the B components 
which are incorporated in B components; they in turn are incorporated 
in the military end items. When the tank manufacturer purchases a 
fractional horsepower motor and the fractional horsepower motor 
manufaolmrer in turn then purchases some stampings or copper wire 
or what have you~ the i~mtification that he places on his purchase 
ordMLrs is one identifying fractional horsepower motors rather than 
the tank assembly. 

As a result that whole intermingling is lost; it has to be lost 
because the control system has to adapt itself to the purchase 
procedures of the manufacturers. That is why the effort is made to 
try to devise a way to tie these things up in a statistical operation 
rather than one which ties up with the procurement problems of American 
industry which is not adapted to this kind of tracing, This is not 
to say that you may not be right about our being lost~ but it 
represents an effort to fill in an important gap in our knowledge. 

QUESTIONt My question more or less relates to the previous one. 
We seemed to have such good experience in World War II in the control of 
various materials. I wonder if there was any experience in the 
component field in the United States or Great Britain that we could 
apply as representative today? 
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i4b,i_ 
MR. TRUPPNER. Yes, one lesson we learned was that we so 

completely muffed the component control problem in the last war. 
Originally we had component flow established in ~erme of end-product 
ratings. Lower-rated programs were injured so severe~7 they were 
uprated so that the military ended up with a g~around of AA's and 
we still discovered the components were going to the wrong places. 
Then we issued order M293 which virtually put us all the way back to 
Where we were at the beginning. 

We did that for 39 classes of components, if my memory serves me 
correctly. What we are trying to do now is to increase the prodnction 
of components for all authorized programs to avoid the necessity of 
continually trying to put one program ahead of the other, every one 
becoming relatively more important as it drops in production for 
lack of components. 

The ideal control system--and this is where I have my eyes 
fixed; I will probably fall down the first manhole--would be one in 
which you didn, t control the manufacture of components at all. All 
you would have to do ideally is to control the manufacture of tanks, 
guns, planes, trucks, farm equipment, canstruction machinery, 
tractors, and so on, and then simply let their purchase orders flow 
down the system; let the suppliers of stampings, components, and 
subassemblies go ahead and make whatever they want to make if it 
reflects the authorized orders they receive for their output. 

If you could estimate with reasonable accuracy what the impaet 
would be for the end programs, then it would be possible to have 
a perfect control system--one which didn,t control most of the 
indnstrial economy at AI~ because most of the orders would be for 
authorized programs. If you could get a balance, you could tell 
this great segment of American industry, Ryou aren't under control 
at all; you don't have to file CMP-4B's at all.. The only reason 
we do that now is because if we didn't do it, we wouldn't know to 
what degree this would take material away from the end-product 
production. If you could do this thing right, the only kind of 
production that would be authorized would be far the end-product 
program because the orders for components and the materials needed 
to make them would be the ones you wanted to get filled. 

DR. HUNTERs Thank you very ~ch~ Mr. TTuppne~ for your 
interesting and valuable discussion. 

(5 Sep 1952---75o) S/rrb. 
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