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R E S T R I C T E D ,  " 

I~. Arthur S. Flemming, Director, Office of Defense Mobilization, 
was born in Kingston, New zork, 12 June 1905. He received the follow- 
Lug degrees: B.A., Ohio Wesleyan, 1927; M.A., American University, 
1928~ ~d LL.B. George Washington University~ 1933. He received the 
honorary degree of LL.D. from several other universities. He has 
served as instructor in government at American University, director of 
its School of Public Affairs, and e~ecutive officer of the university. 
In 1939 he was appointed by President Hoosevelt as the Republican member 
of the U. S. Civil Service Commission. He also served during ~he war 
as chief of labor supply, Labor Division, OPM, 1941-1942~ member Man- 
power Survey Board, Navy Department, 1943-1944~ member, War Manpower 
Conulssion, 1942-1945; member, advisory council~ Retaining and Re- 
employment Administration, Depar~nt of Labor, 1944-1947; member of 
the Commission on 0rganization~ executive branch of the Goveru~ent. 
He has been Chairman, Advisory Connittee on Personnel Management for 
the Atomic Energy Commission since 1948. In February 1951 Charles E. 
Wilson, Director of the Office of Defense Mob~1 ~zation, appointed Mr. 
Fleming asassistant to ~he Directorp in charge of manpower probl~, 
and also ch,~rman of the Office of Defense Mobilization Manpower Policy 
C~ittee, the Labor-Management Manpower Policy Camuittee~ and the Com- 
mittee on Specialized Personnel. In January 1953 President Truman 
appointed Dr. Flemming to be a member of the President's Advisory Com- 
mittee on Government Organization; and in February 1953~ a member of 
the Defense Department Organization Commit÷~e. President Eise~hower 
recently appointed Mr. Fle~ming to the position of Director of the Office 
of Defense Mobilization, at the same time asking Congress to make this 
organization a permanent part of the Executive Office of the President. 
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ECONGMIC MOBTr.TT.aTION PROBI~2~S AND PLANS 

13 M y" 1953 

ADMIRAL H A ~ =  We a r e  v e r y  f o r ~ n a t e  in  hav ing  as  our  speake r  
tode~  an Old an~ v a l u e d  f r i e n d  o f  t h e  I n d u s t r i a l  Co l l ege  o f  t ~ e  Armed 
Forces~ Dr. Arthur S. F l ~ n ~ ,  

You will have noted from the brief printed biography of Dr. Flemmimg 
that for the past 14 or 15 years# although he has had bona fide Jobs 
in civil life that he would have loved to have given same attention to, 
he has had precious little time to do that, because of the demands of 
the Federal Government for his services. He is known throughout the 
United States as an expert in government organization and in personnel 
management, 

I first had intimate knowledge of his work when he was the Repub- 
lican member of the Civil Service C~m, lssi~ It seemed to me that his 
tremendous effectiveness in personnel work stemmed from a most Imusual 
combination of a deepp instinctive understanding of human beings and 
what makes them tick, plus--and this is the unusual thing in the person- 
nel msnagement field--a lively appreciation of the necessity of managing. 

I mentioned that he was a Republican; and, although those Repub- 
licans who have served with the Federal Government for the past 20 years 
have apparently picked up some disqualifications for high Federal posi- 
tions, it was really no surprise whe~ Dr. Fl~m.~ was n a r d  as  Director 
of the Office of Defense Mobilization. 

As a matter of fact, when his appointment was announcedj I couldn,t 
help thinking of a case in 1932# when during the sumuer months President 
Hoover issued a recess appointment of an admiral in the Navy to a high 
government position. When the election returns were c~img in~ I was 
on a trip off the west coast of Central America en route to Washlugton. 
When I became aware that Franklin Delane Roosevelt was going to be our 
new President, I couldn,t help wondering ~hether or not the new Adminis- 
tration would take advantage of this officer's recognized talents in 
view of his hav~n~ a recess appointment. So when I got to Washington 
and went down to the Navy Department~ one of the first things I inquired 
about was what had happened to the admiral. I was told: "~ell, all I 
can say is what they say around here--that that man,s ability is so well 
recognized that, had Norman ~homas been elected, he would have been the 
one naval officer that he couldn,t get along without.. I think you see 
the exact P~el. 

~r. Flemming, it is a great pleasure to welcome you here again to 
the Industrial College of the Armed Foroes. 
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Gentlemen, Dr. Flemming. 

DR. FLEMMING: Thank you very much, Admiral. I am very appreciative 

of that very generous introduction. 

I can assure you that I am very happy to have the opportunity of 
coming back and participating in the program of the Indnstrial College 
of the Armed Foroes. The last two times that I have been here I have 
had the opportunity of discussing with you problems in the manpower field. 
As you can appreciate, I felt Just a little bit more at home with seine 
of those problems than I do with these problems in the total field of 
mobilization to which I must now give my attention. But I can assure 
you that I do regard it as a very real privilege and a very real op- 
portunity for se~ice to have the opportunity of serving in this job 

under President Eisemhower. 

I understand that ~he Executive Secretary of the National Security 
Council (NSC), talked to you yesterd~ and told you something about what 
is happening and the work that the NSC is doing. We had a meeting of 
the NSC this morning. All of us who have watched the NSC, and who have 
had the feeling that it presented a very unusual opportunity for topside 
planning as far as security matters are concerned, are very~ very happy 
over the emphasis which the President is putting on the NSC and its 

work. 

• I am delighted to be able to discuss with you for a little ~hile 
the role of the Office of Defense Mobilization (OEM), and also to take 
a look at some of the problems that confront us at the present time. 

In connection with this discussion I do feel that it is necessary 
for us to keep in mind the fact that the defense mobilization program 
itself is going through a transition period. We are sll aware of that 
simply by reading the newspapers frum d~ to day. The bench marks against 
which we must work are beginning to emerge, but not all of them are as 
clear as they will be over the period of the next few weeks. Also I 
think it is important to keep in mind the fact that the ODM itself is 
going through a transition period from an organizational point of view. 

It is my purpose in this lecture to discuss~ first of all~ very 
briefly the contemplated chauges in the responsibilities and authority 
of the 0~, and then~ second, the approach that we intend to take in 
dealing with certain basic problems in the mobilization area. 

As most of you know, OI~ was set up in the Executive Office of the 
President a little over two years ago now, so that the Director could 
assist the President in directing, controlling, and coordinating the 
various aspects of our defense mobilization program. Personally~ I feel 
that emphasis should be plaaed on the Director assisting the president. 
It is true that we have certain line operating responsibilities in 
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connection with certain authorities that have been vested in the office 
under the Defense Production Act. But I have the feeling that ~en- 
ever we lose sight of the fac~ that our primary Job is that of rendex~ 
ing s~aff help and assistance to the Presidentj we are apt to get into 
difficulty; and, instead of helpln~ him to create an orderly goverm~ent, 
we are apt to contribute to a disorderly government. 

A reorganization plan now pending in the Cou_gress, if approved, 
would result in adding to the present duties of the OII~ all of the 
statutory functions of the National Security Resources Board (NSI~)~ 
and also the stockpiling functions of the Munitions Board in the Depart- 
ment of Defense. That plan is known as Reorganization Plan No. 3 of 
1953. It was submitted to the C~Igrese about the first of April. 

As you know~ under the Reorganization Act~ p3=~ of this kind be- 
come effective within a period of 60 days unless during that period of 
time either house of Congress by a constitutional majority votes against 
the  p l a ~  Up to the  p resen t  t ime ,  no one has i n t roduced  a r e s o l u t i o n  
of disapproval so far as Reorganization Plan No. 3 is concerned. And, 
consequent ly ,  we feel %hat in all probabil i~dsy will be permitted to 
become effective at the expirati~ of the period. In view of the 
fact that one house of Congress has recessed for i0 days in the meantimej 
that means that the 6Q days will not be up until 12 June 1953. 

Today, as you know, the NSI~ itself is out of existence. Its funds 
ran out 30 April 1953. Early in his administration the President sent 
a letter to the Director of the O~M asking him to supervise the fUnctions 
of the NSRB. That was as far as he could go under the law. Then at ~he 
same time he transferred to the OI~ all the duties and responsibilities 
of the Administrator of the Defense Production Administration; and, in 
additionj all the duties and responsibilities of the EconQmic Stabili- 
zation Administrator. 

We are now in the process in the OEM of developing a new organZa- 
timbal structure which we hope will enable us to discharge both our pres- 
ent dnties and also the new duties that would be assigned to us ~nder 
the reorganization plan. 

I would like first Just briefly to talk to you about that organiza- 
tional structure that we have developed, because I think that it in turn 
will help you to understand the w~ in which we are approaching our Job. 

First of allj the Executive order sets up in the ODM the Defense 
Mobilization Board (~MB), to advise the Director. That board is made 
up of seven members of the Cabinet, and, in addition, the Chairman of 
the Board of Governors of the Federal Reserve Sys~. 

Personally~ I ~n using that board very extensively in connection 
with handling the work of the office. It has met regularly once a 
week since the beginning of the new Administration. I have felt that 
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I wanted to use it in that particular way bec~Ase it seemed that it 
provided a very effective medium for hanmering out mobilization poli- 
cies ~hich would be understood by the departments and agencies that 
are primarily concerned with them; and that at the same time it would 
be a very useful medium for bringing some of the new heads o£ agencies 
up to date an some of our mobilization problems. 

In addition to that~ the Executive order also provides for a 
National Advisory Board on Mobilizatian Policy. That beard is made ~q~ 
of an equal number of representatives from the fields of labor, rummage- 
men% aud a g r i c v l t a r e ;  and then a l so  the  gene ra l  publ ico  The members 
of t h a t  board p resen ted  t h e i r  r e s i g n a t i o n s  a t  the  beginuing of  the new 
Adminis t ra t ion .  We have no t  as y e t  r e a c t i v a t e d  t h a t  board9 bu t  we do 
in tend  to do so. 

The r e o r g a n i z a t i o n  p l an  now pending before  the Congress p rov ides  
fo r  a d i r e c t o r .  I t  a l so  makes p r o v i s i o n  fo r  a deputy d i r e c t o r  a t  the  
l e v e l  of  an under s e c r e t a r y ,  ~he deputy d~rec to r  w i l l  serve as the 
right arm of the directer~ and~ in addition to that, he will have re- 
sponsibility for a ~11 progrmm staff that we will set up in the ODM, 
There will be just two or three generalists there, and then we will 
have specialists in various areas in the ether organizational units of 

the office. 

Then we will have an assistant director for Production Requirements 
and Programs. This person will have responsibility for s~pervising the 
full mobilization requirements and capacity staff. He will also have 
responsibility for supervising the work of the Defense Support and Civil- 
iau Programs Division, the Defense programs Division, and the Distribu- 
tion Controls Division~ the latter being the division which w~11 have 
responsibility for administering the new Defense Materials System, which 
on I July 1953 will take the place of the Controlled Materials Plan (CMP). 

Also we will have an assistant director for materials, bec~usej as 
you can see~ we are in the process of inheriting the responsibility for 
the total operation so far as stockpiling is concerned, and also so 
far as planuing in the materials areas is concermed. Consequently I 
feel the need for a top-flight person in that particular area. He will 
have responsibility for the Stockpile Operations staff, the Operations 
Control Staff; and then also will supervise the work of the four divi- 
sions which will deal with various basic materials. 

Then we will also have an assistant director for Stabilization. 
Obviously~ his Job will be primarily a plsmming job in the price, rent 
and wage fields~ in connection with rationing in the event of all-out 
mobilization and also in connection with monetary controls. 
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Then we are also plmnnlng an assistant ~rector for Financial 

Policy. He in effect will function as a comptroller for the Director 
of the ODM, because we do have responsibility for rather large sums 
of money. As you know, the Defense Production Act set up a revolving 
fund of 2.1 billion dollars, which is to be used for our expansion 
progrm~. Under the law we can commit funds far beyond the 2.1 billion 
dollars. The only thing that we have to make sure of is that the net 
liability, so far as the Government is concerned, does not exceed that 
-mount. ~hat requires the exercise of a certain -mount of both objec- 
tive and subjective Judgment to determ~-e Just what the net liability 
of the Government ma~ develop into in connection with the various 
projects that we have under way. 

In addition to that, of coursej we will have over-all responsibil- 
ity for some of the stockpiling funds likewise. Comsequently~ I feel 
the need for someone who can more or less specialize on watchiDg Just 
how we handle those funds. 

In addition we will have au assistant director for Nemailitary 
Defense. This division is a division that takes over quite a number 
of the responsibilities of the NSI~ in this area. The director of it 
will have responsibility for the continuity o f  govermaent operations, 
for the continuity of industrial operations, and he will also have the 
Physical Security Unit under him. 

Then, finslly, I am in process of recruiting en assistant director 
for Manpower, who will take over the responsibilities that I have been 
discharging over the period of the last two years. 

I would like to say this: that this orgsnizational structmre is 
being developed with the thought in mind that the primary Job of the 
011~ is to establish the over-all mobilization policies~ thatj having 
established those over-all mobilization policies, it is up to us to 
delegate snthority to act in conformity with these policies to other 
departments and agencies of ~b~ Government; then, having delegated 
authority to act, that it is up to us to develop a control system de- 
signed to make sure of the fact that the agencies to ~hich authority 
has be~ delegated are acting in conformity with over-all policies. 
In other words we are determined to the extent that it is possible to 
do so to keep out of operations. We are also determined to stay awsy 
from the development of a large staff. 

My o~n observation has been that offices in the Executive Office of 
the President lose out as far as their influence and their leadership 
are concerned in direct proportion to the tendency that they have to 
increase the size of their staffs. What we are interested ~n doing is 
getting a fairly small group of really top-notch, high-powered persons 
in the office, who are in a position to work with us in the development 
of policies. And then, ~hen a policy has been developed, after 

5 

RESTRICTED 



RESTRICTF, O 
19 4 

consultation with the DMB, for ~le 9 we intend to find out ~hat 
agencies are in a position to take on certain duties aud respcasibili- 
ties designed to result in the effective carrying out of those policies. 

But we don't feel that we csa simply work out policies and then 
delegate autharity to act to other agencies. We feel that~ although we 
have the right under the law and under the Executive order to delegate 
authority to act~ we can never delegate our over-~ll responsibility; 

system ~aich w i l l  he lp us make sure c f  the f a c t  tha~; uue agenc es 
which we have delegated authority are discharging their responsibilities 
in coaformity with our over-all policies. So much on the organizational 
side of the picture. 

Next I would like to discuss with you certain over-all objectives 
of the OEH. 

I ~ sure that it is clear to most of usj as a result of the state- 
ments that have already been made by the President of the United States, 
and also by certA~ of his Cabinet officers, that it is the objective 
of our Govermuent to reach a plateau of strength, and then to see to it 
that our defense progrmu is kept on that platesn~ ~his means~ it seems 
to me, that the ODM must keep in mind the following three broad assign- 
ments, 

First, we mmst help the President carry out his progrsm for bring- 
ing this Natio~ to a plateau of strength, because certainly all of us 
are in agreement on the fact that we have not yet reached that plateau. 

Secc~d~ we must help the President carry out his progrmm for main- 
raining our strength once we have reached the plateau. In man~ respects, 
it seems to me, that is going to be a more difficult assignment than 
the first one. There isn't any question in m~ mind, and I an sure there 
isn't stay question in your mluds~ but that we can reach an ~greed-upca 
plates~ of strength. But this Nation has never yet succeeded in m,~-- 
tainlng itself on a plateau of strength once it has reached it. This 
assignment presents us with all kinds of psychological and political-- 
msimg that in ~he broad sense--as well as technical problems. 

In the third place, it seems to me that we must help the President 
in the development of =11-out mob414zation plans which could be put 
into effect immediately if the occasion for using them should arise. 
Imn sure that mas~ of you are even more aware of this fact than I am~ 
but i am becoming increasingly aware of the fact that we have a President 
of the United States who attaches great importance to the development of 
all-out mobilizatian plans and to keeping those plan~ current. 

I would like to make this observation, going back to an area where 
I have had some experience: We do feel that in order to discharge 
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effectively these three assignments, we must put into effect personnel 
policies which will result in our having available on a rotating basis 
some of the e u t s t ~ d i n g  leaders of o u r  Natioa. I em *~hinking of this, 
of course s particularly in connection with the problems that we ocufront 
in the ODM. But what I have to say s it seems to me, ~pplies to every 
department and agency of the government that has a major part to play 
in the mobilization progran. 

In the past there has been a great deal of discussion about the 
desirability of developing what some people have referred to as a civil- 
Jan reserve s which would be trained and ready to go to work innediately 
in the event of all-out mobilization. Some efforts and some steps have 
been taken in the direction of developing a setup of that kind. ~hat 
is not true s however s so far as any of the offices in the Executive 
Office of the President are concerned. No really effective steps in 
that particular d4~ection have been taken. 

I think that we have an opportunity for taking some really censtnm- 
tire steps in the direction of developing such a reserve. I have re- 
ferred to six assistant direoSors o f  the ODM. Let me Use t h o s e  six 
positions for 111ustrative purposes. 

I am going to recruit persons from outside the Government for each 
one of those Spots. I am going to try to get the most competent and 
best-qualified persons that I can possibly find. I am not going to ask 
them to come in and serve for a period of two 9 three, or four years-- 
because I couldn't go beyond that period of time anyhow--but simply to 
ccme in and serve in some instances s in some of these areas s possibly 
for a period of 6 months, and in other instances for a period of a year 
or 18 months. 

My hope is that when those assistant directors have finished their 
tours of duty s it will be possible for the United States Government to 
develop an undersSanding with those six individuals s and also with their 
employers, relative 50 their willingness to render se~ice to the Nation 
in the future if needed. Included in this understanding, I hope~ will 
be an agreement on the part of the indivi~hml to keep the ODM up to date 
on his training and experience. Included in the agreement also s I hope, 
will be an understand~ug on the part of the individual that he w~1] be 
willing to participate in comparatively short briefing periods from time 
to time in order to be brought up to date on the development of mobili- 
zation plans. 

Also I hope that included in the ~ent will be an understand- 
ing ~at we will keep his sec~l~ity clearance up to date° Some of you 
have had responsibility for recruiting civilians for Jobs that you 
wanted to fill yesterday; and you know what it is to put those in- 
dividnals through the clearance procedure. If you get a clearance 
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completed in 90 days, you will have done well. In the meantime here 
is a job to be done and we do not have a person in the job to do it. 

Our thought is that in each instance we will have deputies serving 
under these assistant d~rectors, ~hom we hope will be career civil 
servants and ~hom we hope will provide continuity of service in each 
one of these units. 

But then~ serving under the direction of the deputies, we also hope 
that there will be a fair number of persons recruited from outside the 
Government who will come in for a period of service of the kind in- 
dicated, and ~ho will be willing, when they leave, to enter into the 
kind of agreement that I have just mentioned. 

All right. In the light of these over-~11 objectives which we feel 
that the ODM should keep in mind, let's take a look at the problems with 
which we are confronted right now. for instance, in the area of production 
requirements and programs. 

First of all, we feel that it is necessary for the departments and 
agencies of the executive branch that are engaged in the mobilization 
program to reach agreement on the mobil ~zation readiness policies that 
should govern the operations of the executive branch. With this in mind, 
we have been working with our  DMB on a basic policy statement. This 
statement has been approved by all the members of the board. The state- 
ment has also been discussed with the President; and, in addition to that, 
has been discussed in a Cabinet meeting. 

The President himself feels that it is a very important basic policy 
statement. He has indicated that the head~ of departments may have a 
few more days to let their staffs take a look at it; and, if they have 
any suggestions~ to pass them back to us. That means that very shortly 
we will have this issued in one w~ or another as a public statement, 
and it will be used as a guide by the various agencies that are partici- 
pating in the defense mobilization program. It is not a long statement, 
and I would like to make it a part of this lecture. 

It is headed: "0~ MOBILIZATION ~ADINESS POLICIES." 

.Over the past two-and-a-half years this Nation has been engaged 
in a very substantial program for the expansion of productive capac- 
ity to a point adequate for long-term readiness against attack upon 
us and our allies. ~he statutory basis for the program has been the 
Defense Pro@Action Act, the extension of which is presently before 
the Congress. The purpose of that Act, as stated in the opening 
declaration of policy is 'to develop and ma4ntain' military and 
economic strength. 

"In this connection, the over-all objective of the military and 
civilism organizations is to develop a mobilization plan that lies 

8 

RESTRICTED 



RESTRICTED 

within our material and fiscal resources and yet generates the max- 
imum military power that those resources can support with due con- 
sideration of the needs and contributions of the rest of the free 
world. 

"Toward this end (I) we are measuring the production potential 
of our industry for hypothetical war years as well as the support 
we Will receive from the materials and facilities of the free world; ~ 2) estimating rock-bot~em civilian requirements~ (3) estimating the 
hare of the production potential that by preliminary tests it seems 

possible to allot to war goods and the impact of that allo~ment on 
the economy; (4) testing the ability of specific industries to supply 
the principal tools, equipment, co~0onents, sub-assemblies, materials 
and skills needed to prodnce the pattern of weapons desired by the 
military Within its allotment; (5) identifying deficiencies; and 
(6) estimating exports from the United States essential for the 
security of the free world. 

"Thus the ground will be laid for decisions as to whether to 
fill in gaps in the national plant, cr modify the military plan, or 
both. ~In either event, some of the costly diversions of resources 
from weapons production to plant expansion, and most of the two 
years, loss of time before a high level of weapons product$c~ was 
attained in World War II, can be telescoped or avoide~. 

"In those cases where the analyses that are now being 
indicate that we should expand capacity, that expansion will pre- 
sumably be concentrated on providing long lead-time, difficult-to- 
produce, and critical types of tools, equipment, instruments 9 mater- 
ials, energy and technically trained persc~uel. 

"~he result will not be an economy geared meticulously to the 
requirements Of war produc~icn~ which would be far too expensive, 
but the development of a program which will provide us with an 
industrial position, or plans for it, from which we could move 
rapidly to maximum rates of balanced output of war and war-support- 
ing goods. 

"It is clear that no matter how powerful our industry may" be- 
come, its organization for a peacetime economy can never be %he 
same as that for the needs of war. This means that gaps in the way 
of specialized resources will have to be filled in before we can 
swing large parts of our great peacetime capacity into the actual 
production of war goods. 

"By supplying or planning for the filling in of these gaps on 
a highly selective basis, we should be able to (I) plan the largest 
balanced militar2 program falling within the limits of fiscal and 
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industrial resources; (2) develop an industrial organization capable 
of supporting a military program adequate to our security; and (3) 
achieve economy both in the use of our resources end in the i~aed- 
late burdens placed on industry. 

"In addition, the closest possible correlation between United 
States and foreign mobilization ~adiness measures is required in 
order to place NATO and the rest of the free world in an economic 
position to support the maximum war effort. 

.Through attainment of these objectives, we can lessen dep~dence 
on large reserve stocks of end-items. The ahoice in each case will 
be made on the basis of ~hat will provide the nation with a defense 
program of maximum effectiveness over the long p~l]--with a progr~ 
that will make it possible for us to shift from a civilian economY 
to a war economy in the shortest possible period of time." 

I might give you the history of that sentence. It read at one time~ 
MThe choice in each case will be oue between econ~ and security." As 
a result of informal discussion with the President, that was dropped, 
and the language ~hich I have Just read was inserted. 

'Many departments of the Government are participating in the 
mobilization readiness program. The final checks on the extent of 
critical deficiencies are to be made by industry committees. 

"?he success of this program requires (I) all practicable action 
by Government and industry to reduce the vulnerability of in~qtry 
to atomic attack; (2) imaginative planning by business and Govern- 
ment to insure quick rehabilitation of strategic plants dsmaged by 
atumic attack; and (3) systematic maintenance of all productive 
facilities essential to the mobilization base to prevent di~antling 
or loss of effectiveness through di~ase and lack of care." 

It seems to me that it is clear, and I m~ sure it is clear to you~ 
that the implementation of this policy statement depends on this Govern- 
ment doing a far better Job than has ever been done in the past of devel- 
oping meaningful requirements data or information. Such information is 
absolutely essential if we are to develop sound progr~s for all-out 
mobilization. In addition, however, such information is absolutely essen- 
tisl if we are to do the things that must be done now~ if we are to be 
prepared for all-out mobilization. Throughout this basic policy state- 
ment you will note a constant reference to the filling of gaps. If we 
are going to fill those gaps in an intelligent way~ obviously we have 
to be able to identify those gaps in an intelligent and realistic manner. 

Now, it is clear that the shifts in policy which are taking place 
will result in some revisions of productio~ schedules by the Defense 
Department and possibly by the Atomic Energy Commission (AEC). These 
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schedules  w i l l  have to be analyzed to  d e ~  whether  o r  no t  the 
essential materials will be available at the right time for meeting these 
new schedules. 

That is why we are now in the process of developing a Defense Materials 
System (DMS) to take the place of the former CMP. This new ~MS is intended 
to govern materials distribution for defense after 30 June 1953, provided 
that the Congress agrees with the President that authority for this type 
of plan is essential. 

The National Production Authority (NPA) in the Dep~ent of Commerce, 
acting under a directive from the ODM, has already issued the first in. 
structions under this new system. In brief, the new system ~_ll start 
out as a CMP limited to defense and AEC requirements. As time goes on 
we hope that the system which has now been announced can be simplified 
to some extent. 

Under this system the quantities of steel# copper, and aluminum 
needed each quarter by the Department of Defense and the AEC to meet their 
construction and production programs for defense will be determined. 
Each producing unit in the three controlled materials industries will 
be told on a quarterly basis that its share of this defense requirement 
is to be. The mills then will reserve the necessary portion of their 
total production for defense orders in accordance with NPA directives. 

Defense contractors and subcontractors will be authorized to use 
program symbols to identify their orders for acceptance within the m~li- 
tary space reservations at the mills. Similar authority in the form of 
preference ratings w~11 be granted defense contractors for purchase of 
products and materials, other than controlled materials, needed to com- 
plete their defense production or construction schedules. 

During the last quarter we have been continuing to operate under 
the G~P in order to provide an orderly transition to the new plan. 

Also it is going to be necessary~ in the light of the basic policy 
decisions that have been made or are in the process of being made, to 
take another look at the assumptions underlying the stockpile objectives 
toward ~hich we have been working. The year 1954 has been the target 
date in connection with some of those stockpile objectives. Should there 
be a shift? 

We feel that taking a look at these assumptions in the light of 
new policy decisions may result in changing same of those basic assump- 
tions; and if that happens, it will result in changing same of The ob- 
jectives. In some instances they may be raised. In other instances 
they may be lowered. 
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In addition we feel that it is necessary to initiate an immediate 
review of our e~pansion goals. As you probably know we have in exist- 
ence at the present time about 2~ e~pansion goals. How realistic are 
those goals? Well, that depends on how realistic the requirements 
information that the agencies such as the 0DM have been receiving 

actu~ll y is. 

These goals~ as you probably know~ are used as a basis for ~he 
administration of the 2.l-billion-dollar revolving fund, to which I have 
just referred. They are used also as a basis for the administratian 

of our tax amortization program. 

The work ~hich must be done in this area does provide us with 
another illustration of the necessity of our having adequate requirements 
information if we are to do an intelligent Job. These expansion goals 
are designed to fill in gaps. Have we set up all the goals that we 
should set up? Have we set up some ~hat just don't make any sense in 

the light of changing requirements? 

All of this activity should put us in a position where we can 
prepare and keep up to date detailed programs for handling our produc- 
tion problems in the event of ~11-out mobilization. 

It seems to me that we are in a vary~ very interesting period. 
Normally, when we think of planning, we think in terms of planning which 
will become operative at some announced date in the future. Today, it 
se~,s to me, we have to think in terms of planning some portions of 
which will become operative at same later date, with other portions 
being put into effect imnediately if we are really going to have a defense 

mobilization program worthy of the n~e. 

I am sure that most of you appreciate the fact that, in the light 
of decisions that have been made by both the executive brauch and the • 
legislative branch, our probloms in the stabilization area are largely 
planning problems. The one exception to that is rent control. But the 
bulk of our rent control operations will disappear on 31 July 1953. 

We are trying to bring together a group of persons who have had 
some experie~e in the administration of controls, also a group of per- 
sons who have had some experience in living with those controls~ who 
have been on the consuming end, with the idea Of developing very rapidly 
plans which we could submit to the Congress on a few hours notice if a 
situation should develop which would require such action. 

Right now there is being debated on the floor of the Senate the 
question of whether or not the President should be given authority to 
impose a 90-~ freeze in the wage~ price~ and credit fields in the 
event that an emergency should develop. The Senate committee has recom- 
mended that he be given that authority. There is some question as to 
~hether or not the Senate as a whole will agree. 

12 

RESTRICTED 



RESTRICTED 

Whether or not that authority is granted, the President feels-- 
and we certainly agree with him--that we have a definite obligation 
to bring together detailed plans for the imposition of controls in the 
manner iu which I have indicated; and thenj to keep those plans current 
by having them reviewed co~stantly~ We cannot a f f oz¢ l  i n  the future 
the delays that have occurred in the past in dealing with this aspect 
of our total mobilization problem. 

Time does not permit me to go into other areas for which we have 
responsibility~ such as the area of nonmilitary defense and manpower. 

As we work for the President in this defense mobilization area, 
I can assure you that we do so with a real sense of urgency:, with the 
determination to bring into our operations some of the very best people 
that this country has produced, with the determination to make full 
utilization of all the resources of existing departments and agencies, 
and with the determination not to be stopped by problems that in the 
past have proved very difficult to solve in this area. 

As I work in the areaj I become c~scious of the fact that there 
is a fair number of persons who have been working in it over a period 
of time who have developed a certain sense of frustration ~hen it comes 
to dealing with sc~e aspects of the defense mobilization program. Well, 
of course, we can accept that as a fact and not proceed from that partic- 
ular point. On the other hand we can say that so far as the future of 
our Nation is concerned, it is absolutely necessary for us to rise above 
those feelings of frustration and tackle the problems that have proved 
to be impossible to solve in the past with a determination that they can 
be solved. And I am sure that these determinatioas grow out of a con- 
viction .~at~ as our Nation proceeds frmm a position of sire an 
only as !~ proceeas zrom a position nf ~+.~.~ ...... ngth, d 

. . . . . .  ~gua, w~AA we be able t o  
prevent tragedies and disasters that otherwise will engulf us. 

COLONEL BARVES: Dr. F I ~  as ready for your questloz~s. 

qUESTION: Dr. Flemmlng, we certainly enjoyed that very fine pres- 
entation on mobilization planning. Are you going to ask also for legal 
authority to carry it out if and ~hen it is needed? 

DR. FLE~ING: You are thinking now of a period of all-out mobili- 
zation and particularly about the price and wage controls and credit controls ? 

QUESTION: Yes. 

DR. FI~G: The policy of the Administration is this~ as pre- 
sented to the Senate Banking and Currency Committee: We do not want a 
detailed law. At the moment we don,t feel that this is a practical 
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approach t o  it. We think that such a law would be outmoded in 30 days 

or at least six months from now. 

On the question of authority to impose a freeze for a period of 
90 days ~hile Congress considers a detailed law, we took this position: 
that if the Congress felt that it could get us freeze authority within 
a period of lO days after we requested it, O.K.; we don't care ~hether 
it is on the books now or not. If they feel to the cmatrary, them the 
President would be ~611ing to accept such authority. The majority of 
the Senate Banking and Currency Committee took the position that they 
could not do it with!- that period of time. Therefore they put it in 
the bill that is now on the floor of the Senate. 

I notice that an amendment is going to be presented to the effect 
that the President can exercise that authority only in the event of the 
declaration of war~ or after a concurrent resolution of Congress. Of 
course that would really put us right back where we are now. 

I rather feel that the sentiment of the House Banking and Currency 
C(mm~ittee is in the direction of saying, 'We can put through a freeze 

law within a very short period of time." 

But in the meantime we are going to draft detailed legislation. 
We are not just going to keep it hidden in a desk drawer. We are going 
to work with the staffs of the congressional co~ittees. And to the 
extent that the members of these con~Littees want to work with us, we 

will be glad to have them do so. 

If we get understanding and agreement today~ six months from now 
we will take another look at it, %o see what changes should be made in 
the light of the experiences we have had, and in the light of changing 

conditions. 

We are going to try to get ourselves in a position where we don't 
just suddenly pull something out of a desk drawer and take it around 
to the legislative branch and say, ,,Here it is. We must have this in 
48 hours" or something of that kind, because that isn't the practical 
way to proceed with the legislative branch. In the area of stabili- 
zation we feel that following the course of action I have outlined 

would produce reasonably good results. 

• TION" I was very much interested in your rotating staff of 
^-~-~Q~UE-S ~,÷. isn't it possible that these people that youget{_l~ 

• ~ _  _ _ _ _  i "  P . 
dust or wherever ~aey m~.~ ~ . " o anlza- in ry, ......... ~ .... ~n~ to return to thelr rg 

have a divide~ loyalty I~ ~LL~J ~ ~-----o 
tions? That is point one. Point two~ might they not have a little 
difficulty with the Senate in getting their appointments confirmed if 
they are going to be in positions where they can control contracts? 
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DR. ~ING: As I see it we have to look at it this way: AS 
a practical proposition, whenever we do move into an emergency period~ 
we do reach out and bring people in from various industries, colleges, 
universities, and so o n .  So far as I can see, it will probably always 
be necessary for us to do that in order to carry forward a program 
effectivelyo Therefore on this matter of divided loyalty we have to 
take a certain nmnber of calculated risks. We have to establish policies 
which are designed to minimize those risks. 

But I don,t quite see how we can develop any real honest-to-goodness 
substitute for the know-how that this type of person can bring into the 
picture now, and certainly can bring into the picture in the event of an 
all-out mobilization. Actually we have authority under the Defense 
Productinn Act to bring in consultants or experts on that particular 
basis; and as Director of the OI~ I have authority to waive the conflict 
of interests statutes when that is done. In other words Congress re. 
cognizes the need for bringing This type of person into the type of 
mobilization setup that we now have. 

None of these jobs will require senatorial confirmation; so we don,t 
have that particular problem frum the technical and legal point of view. 
But we still have it from the public relations point of view. We have 
to deal with it in a manner mhich would be satisfactory~ it seems to me, 
to the legislative branch. It does present a real problem. 

In the O~M our personnel does not actually negotiate contracts. 
Most of That is delegated out, to the extent that I have indicated, to 
other departments and agencies. But you could well have a conflict of 
loyalties. There isn,lt any question about that at all. Those of us 
who have over-all administrative responsibility must develop policies 
and controls designed to reduce that risk to a minimum. It is a difficult 
probl~m, but because it is a little difficult I don,t feel we should stay away frem it. 

Frankly, we have a history in this Government in the Executive Office 
of the President of failing to come to grips with this problem in a satis- 
factory manner. As a result when planning agencies have appealed to the 
Congress for appropriations, Congress has told them that they didn,t 
have people on their staffs with practical experience; and so they have 
cut down on their appropriatiQns, and ultimately have driven them out of existence. 

There have been two planning beards in our 
followed just that n.~+~--.~ . . . . . .  recent history that 

~ ~ course. The first one was called the 
Resources Planning Board, and then there was the NSB. The first one 
wasThe NsEBSet UPwasinestablishedthe early daysin 1948.°f President Roosevelt ,s administration. 
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QUESTION: Ny question is complementary to the last one. It is 
my understaud~ng that the present Administration, as well as its pred- 
ecessor~ is having sc~e difficulty in getting highly qualified people 
from outside the Govermment to came in and accept some of ~hese vital 
positions. If my understanding is correct, Dr. Flemming, how do you 
propose to overc~e this difficulty and fill these positions of assist- 

ant directors? 

DR. FLEMMING: Well, first of all, I have read stories about the 
difficulty that is being encountered. Personally, I can't produce any 
evidence which would help substantiate those stories. I think very 
often that the stories arise out of the fact that the persons concerned 
do not pay attention to elementary principles of personnel mauagement 

when it comes to recruiting people for a job. 

An administrator may think of John Jones. He hsppens to know John 
Jones. He thinks that John Jcaes could do the job. So he calls him 
up. John Jones has half a dozen reasons why he doesn't want to come 
do~. After this administrator has done that two or three times, he 
begins to get a little frustrated about the whole matter. 

Whereas, if he had had some staff work done for him in advance; 
if he real~ had the opportunity to analyze the qualifications of a 
number of persons who might fit into the job; and then, having determined 
that there are two or three that could do the job~ if he had planned his 
attack in such a manner that the prospects would be surrounded with suf- 
ficient pressures, he would get better results than by following a 

hsphazard course of action. 

After sll~ it is possible~ before you go after a prospect, to call 
his bess. It is even possible~ if it is a really top-notch job, to get 
the President to talk ~_th his boss aud bring his boss around to the 
point where he ~!I say, "You can have him for a while." ~en you 
begin to negotiate with the prospect. Your chances are a little better 

that way. 

I know it is a problem, because, sure, there isn't the same pressure 
on prospects that did exist after the outbreak of hostilities in Korea, 
and that would exist if our mobilization program should be stepped up. 
But I think we have a real sales story, the kind of sales story that it 
is pretty difficult for the head of an industry or the persons i~uediatelY 
associated with him to resist in terms of the kind of service that can 
and should be rendered the Goverr~uent at this particular time. 

I think our difficulty is that we really don't go to work on de- 
veloping that sales story. We just assume a lot of things. We assume 
that everybody else has the same background That we have. We just don't 
prepare the ws~ for our recruiting program. 
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I f  we would prepare  the  way f a r  i t~  I b e l i e v e  t h a t  people  in  

i n d u s t r y  would respond to  a c a l l  f o r  s e r v i c e .  That i s  my o~a f e e l i n g  
about it. Maybe I m, just a C~ed optimist. Maybe if I came back 
here 90 days from now, I wouldn, t be quite so optimistic as I am at 
the present moment° At the moment I have reasons for being optimistic, 
and I hope I continue to have reascas for being optimistic on this point. 

COLONEL ~.~F: I would like to remind our guests that they are 
also invited to Participate. 

QUESTION: You mentioned carrying out ~his policy of decentralizing 
to the departments and agencies. Are you contemplating calling on mostly 
the regular, established, old-line departments and agencies~ rather 
than setting up new c~es? 

DR. FL~ENG: Yes~ so far as the current defense mobilization program is concerned. 

Of coursej there you have a real~ basic issue~ as to whether, when 
we move into all-out mcbilization~ we can continue to use the old-line 
agencies. Person~!ly, I have always had the feeling that if we could 
give the old-line agencies experience and get them working at these 
problems during the kind of period that we are going through at the 
present time~ we could reach the point where we could continue to work 
with them if we were to become involved in an all-out mobilization. 
Having watched the creation of emergency agencies a couple of times~ I 
realize that we lose a lot of time and energy and resources in the process. 

I know there are those ~ho feel that you can never accamplish the 
kind of objective Y have just stated. I personally have an open mind on 
it. I don,t have a closed mind by any means, i think it is a basic 
problem that we have to spend time on in connection with our planning 
for all-out mobilization. 

But I do think we have an opportunity that we have never had before. 
Ai~r all~ after World War II everything stopped except some planning 
work. There weren,t any operations going on. We didn,t have any mobili- 
zation program at all. Now I think people are pretty generally willing 
to accept the fact that we are going to have to live with a mobilization 
program for the rest of our lives~ in all probability. So that 
that we have a chance to carry on some operations all the time~ whichmeans 
in turn, it seems to me, gives us a chance to bring the so-called old- 
line agencies of the Government to the point where you can go over their 
organizational structure and try to get them into a position where they 
could convert overnight to an all-out mobilization program if they were 
called upon to do so. I hope they can do so. There may be in~_~mount. 
able obstacles that stand in the way. I don,t know; personally, I 
don, t believe there are. 
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QUESTION: Some of us have been trying to understand ~hat might 
be involved in this changing emphasis that you mentioned on the target 
date, particularly what may be the new policy with respect to any build- 
up from the present position to the controls that you speak of, ~ and 
particularly, how you can easily disembody the time element in the post- 
M-day build-uP type of thing and in the development of strategic plans. 

Would you clarify that? 
. sm really not in a position to give you a~y specific 

DR. ~ING.. I ..... -~- ^f this new approach will be in terms 
information as ~o wna~ ~ne re~o v 
of schedules, for example. 

The thing that is clear to me is that we have moved over from the 
concept of bringing ourselves~ not to a plateau necessarily, hut w8~ 
beyond a plateau, at a particular date, assuming that date to be a date 

when we might be involved in all-out war. 

As l see it under this new approach~ we are being told that we must 
reach a plateau which is based on the best judgment as to ~hat that 
plateau needs to be in order to deter aggression on the part of any 
potential enemy, i imagine that this is going to call for some basic 
thinking on the part of those who are responsible for taking a look at 

our present schedules. 

The new approach certainly seems to me to be the most difficult 
ws~ to proceed, but the sound way in which to proceed. The easiest way 
is to just reach out and pick out a date and then work toward that. The 
new approach will be very difficult to translate into schedules. But I 
assume that work is going on at the present time. 

I think the latter part of your question relates really to this dis- 
cussion that is taking place in the press to some extent about a broad 
mobilization base and about how we maintain ourselves at the plateau. 
On the basis of my own contacts and my own disct~sions, I don't believe 
that there is any conflict within the Administration on this point. As 
I indicated in my talk itself, I think everybody concerned realizes that 
our toughest problem, once we have reached that plateau, is to maintain 

our strength. 

Some of you know that Mr. Vance, president of Studebaker, has been 
associated with me and has given a great deal of time and thought to this 
problem. Some people have alleged that he has a point of view which is 
in conflict with the point of view of the Administration. Let us examine 
that for a minute. If you read the speech by the Deputy Secretary of 
Defense, Mr. Kyes, before the U. S. Chamber of C~m~erce, you will note 
that he spends some time on the problem of maintaining the mobilizati~ 
base. }~. Vance and I went over that speech very carefully in advance 
and we saw no conflict in what he had to say about maintaining the 
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mobilization base and the concept that Mr. Vance himself has expressed 
in very vigorous terms over the period of the past two months. 

Just to ~ake one illustrati~: It may be that where we have three 
plants Producing a certain item we may have to close do;m one of them 
and concentrate production in the other two. if the one that we close 
do~ is permitted to stand idlej and no one pays any attention to itj no 
one takes any interest in maintaining the machine tools that may be in 
it, no one takes any interest in seeing what can be done to retain a 
nucleus of skilled personnel that would be necessary to operate it~ then 
we would be narrowing the mobilizatinn base in a very serious way. 

~j so far as I can discover, no one has any intention of doing 
that. Rather, I think the intention of the Department of Defense is to 
keep those plants that we may close down at a parbicular time in such 
shape that they can be brought back into Production very quickly. 

~ESTION: In your new organization 

~v,us~ on a mobilization basis~ -~ *~-.remen~s of the civilian- " 

DR. FL~ING: Obviously, the central responsibility would have 
to be vested in the O~M. Then we would have to reach out and utilize 
the resources, it seems to me, of qui~e a number of departments and agencies. 

For instance, if we were thinking in terms of manpower resources, 
we would normal ly  and n a t u r a l l y  ~ to  the  Department of  Labor~ as we 
have a l ready .  They w i l l  work under o v e r - a l l  p o l i c i e s  s e t  by the O~M, 
and under a s pec i f i c  de lega t ion  from the O i l ,  t h a t  w i l l  requix~ them to  
r epor t  back to the  OI~ a t  c e r t a i n  pe r iods .  Then, t h e i r  r epor t s  w i l l  be 
t i e d  t o g e t h e r  with the r epor t s  from other  agencies  t ha t  have been dea l -  ing with other probl~as. 

By the same token, on the industry side# we would turn to the 
DePOt of C~erce and work through the present NPA and its industry 
division. When we get over into the power £ield~ we would na~ucally turn 
5o the Department of the Interior and give that agency an assigrsaent. 
We would try to pick out that department or agency that is best equipped 
to deal with a particular segment of the civilian economy and get it 
to go to work and report back to us. 

Now, actually, most of those agencies already have assignments, 
and they have been doing some work in connection with them. But I 
don,t think that it rests back on too solid a basis, because I don,t 

the requirements figures of the military rest back on too solid 
a basis either. Obviously, the two have to be tied together. 

QUESTION: Is it your intention to take the material requirements 
suhaitted by the Department of Defense at face value or does yo~ agency 
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i n t end  to eva lua te  them? Do you in%end, fo r  i n s t ance ,  t o  d i s t i n g u i s h  
between a requirement  f o r  a thousand a i r c r a f t  and a requirement  fo r  a 
million pounds of aluminum to make a thousand aircraft? 

~R. FL~G: I suppose that the basic responsibility for the 
evaluaticm of %he requirements is an operating responsibility that has 
to rest with the Department of Defense. I think that you must also 
have an ODM which is taking a look from the over-all point of view, to 
say, for example9 if you expect to get 180 billion dollars worth of 
hard goods in the first year of the war, there isn't a~[ chance in the 
world of doing it; our econ(m~ isn't capable of doing it. 

Actually that was said and so now the Department of Defense is in 
the process of determining what a 7e-billion-dollar figure during the 
first year of an all-out war would mean in the way of hard goods and 

in the way of equipment and materials. 

Also I assume that those who are working on • that 7e-billion-dollar 
figure will finally come up and say to the National Security Council 
(NSC), .This is the kind of war that we could fight with this smo~nt." 
Then they might say, "In our Judgment that isn't the kind of war that 
would result in victory. If we are going to be able to fight a war 
that would result in victory, we will have %o move up to 90 billion 

dollars." 

That is the kind of issue that I believe will be thrashed out in 
the NSC~ w~th the presentations being made, as %o what the civilian 
economy can or cannot do, to the President of the United States. He is 
going to have to consider the representations frQm the Department of 
Defense and the ODM, and he is going to have to finally say, .This it is. 
This is the direction in which we are going to move." 

To my waY of thinking that is one of the great values of the NSC-- 
it provides a real, hcmest-to-goodness forum for coming to grips with 

some of these basic issues. 
~--.--~ ~.. certainly have given us a very_ 

COLONEL KLEFF: Dr. ~.~.,~., ~YU._~ ~M~;.~ r. mobilization probAems 
explanation of s~me. of the ~Zx-~.ea~-~ ...... 

faced by your office in ODM. On behalf of all of US, I certainly %ha~ 
you for giving so freely of your time this afternoon. 

DR, FIaMMING: ~hank you for giving me the opportunity of partici- 

pating in the progrmn. 

(4 l 53--z5o)s/ibc 
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