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N O T I C E :  T h i s  i s  a c o p y  of  m a t e r i a l  p r e s e n t e d  to  t he  r e s i d e n t  

s t u d e n t s ~ t  t he  I n d u s t r i a l  C o l l e g e  of  t h e  A r m e d  F o r c e s .  I t  i s  f u r -  
n i s h e d  f o r  o f f i c i a l  u s e  o n l y  in  c o n n e c t i o n  w i t h  s t u d i e s  now b e i n g  
p e r f o r m e d  by  t h e  u s e r .  I t  i s  n o t  f o r  g e n e r a l  p u b l i c a t i o n .  I~ m a y  
n o t  be  r e l e a s e d  to  o t h e r  p e r s o n s ,  q u o t e d  o r  e x t r a c t e d  f o r  p u b l i c a t i o n  
o r  o t h e r w i s e  c o p i e d  o r  d i s t r i b u t e d  w i t h o u t  s p e c i f i c  p e r m i s s i o n  f r o m  
t h e  a u t h o r  a n d  t he  C o m m a n d a n t ,  I C A F ,  i n  e a c h  c a s e .  

P u b l i c a t i o n  No.  L 5 4 - 6 2  
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M r .  W i l l i a m  C. T r u p p n e r  , A d v i s e r  on I n d u s t r i a l  M o b i l i z a t i o n  
C o n t r o l s ,  B u s i n e s s  and  D e f e n s e  S e r v i c e s  A d m t n i s t r a t i o n ~  D e p a r t m e n t  
of C o m m e r c e .  He i s  p r e s e n t l y  the  C h a i r m a n  of an  i n t e r a g e n c y  c o m -  
m i t t e e  c h a r g e d  w i th  the  r e s p o n s i b i l i t y  f o r  d e v e l o p i n g  a c o m p l e t e  con -  
t r o l s  s y s t e m  f o r  m o b i l i z i n g  the  N a t i o n l s  i n d u s t r i a l  e c o n o m y  in  the  e v e n t  
of a n  a l l - o u t  w a r .  He w a s  b o r n  in  New Y o r k  C i ty ,  14 O c t o b e r  1911, and  
g r a d u a t e d  f r o m  the  C i t y  C o l l e g e  of New Y o r k  in  1933 wi th  B . S .  and  M. S. 
d e g r e e s .  He  s e r v e d  as  an  e c o n o m i s t  w i th  the  U. S. D e p a r t m e n t  of 
C o m m e r c e  f r o m  1935 to 1941. D u r i n g  the  e n s u i n g  fou r  y e a r s  he  s e r v e d  
the  W a r  P r o d u c t i o n  B o a r d  a s  a s s i s t a n t  to the  d i r e c t o r  of the  P r o d u c t i o n  
C o n t r o l s  B u r e a u  wi th  h i s  m a j o r  r e s p o n s i b i l i t y  b e i n g  the d e v e l o p m e n t  
and  o p e r a t i o n  of the  C o n t r o l l e d  M a t e r i a l s  P l a n  d u r i n g  W o r l d  W a r  H. 
F r o m  1945 to 1950 he  w a s  wi th  the  U. S. B u r e a u  of the  C e n s u s  w h e r e  
he w a s  r e s p o n s i b l e  f o r  the  conduc t  of the  1948 C e n s u s  of B u s i n e s s  and  
r e l a t e d  p r o g r a m s  in  the  d i s t r i b u t i o n  f i e ld .  In  1950 he j o i n e d  the N a t i o n a l  
P r o d u c t i o n  A u t h o r i t y  and  a s  a s s i s t a n t  a d m i n i s t r a t o r  fo r  P r o d u c t i o n  and  
D i s t r i b u t i o n  C o n t r o l s  he  w a s  r e s p o n s i b l e  f o r  the  d e v e l o p m e n t  of the  
K o r e a n  v e r s i o n  of C M P  as  w e l l  a s  the  D e f e n s e  M a t e r i a l s  S y s t e m  w h i c h  
r e p l a c e d  i t  i n  J u l y  of t h i s  y e a r .  M r .  T r u p p n e r  i s  c o a u t h o r  of t W a r t i m e  
P r o d u c t i o n  C o n t r o l s ,  t t  p u b l i s h e d  by  C o l u m b i a  U n i v e r s i t y  P r e s s ,  1949. 
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C O L O N E L  B A R N E S :  A d m i r a l  H a g u e ,  G e n e r a l  G r e e l e y ,  ~ e n t l e m e n :  
T h i s  t a l k  i s  a n o t h e r  o n e  of  o u r  v e r t i c a l - p r o g r a m  lec£~ures .  T h e  t o p i c ,  
' F a c t s  f o r  D e c i s i o n ,  " i n  i t s e l f  d o e s  n o t  s o u n d  t o o  m e a n i n g f u l  o r  i m p o r -  
t a n t ,  b u t  I c a n  a s s u r e  y o u  t h a t  t h e  m a k i n g  o f  p o l i c y  a n d  t h e  h a n d l i n g  o f  
e c o n o m i c  m o b i l i z a t i o n  r e q u i r e s  a m a s s  o f  f a c t u a l  d a t a  a s  w e l l  a s  t he ,  
a b i l i t y  t o  i n t e r p r e t  i t  a n d  a c t  o n  i t .  

O u r  s p e a k e r ,  M r .  W i l l i a m  C.  T r u p p n e r ,  i s  a n a t u r a l  f o r  t h i s  
t o p i c .  T h e  C o n t r o l l e d  M a t e r i a l s  P l a n  ( C M P }  o f  W o r l d  W a r  I I  w a s  h i s  
b r a i n  c h i l d ,  a n d  h e  d i r e c t e d  i t s  i m p l e m e n t a t i o n ,  n o t  o n l y  i n  W o r l d  W a r  
I I ,  b u t  a l s o  i n  t h e  K o r e a n  v e r s i o n  o f  i t .  M o s t  o f  y o u ,  I th ink~  a r e  a l s o  
f a m i l i a r  w i t h  t h e  b o o k  t h a t  h e  c o a u t h o r e d  w i t h  M r .  M e l v i n  A n s h e n  a n d  
M r .  D a v i d  N o v i c k ,  " W a r  P r o d u c t i o n  C o n t r o l s .  " 

R i g h t  n o w  M r .  T r u p p n e r  i s  a d v i s e r  to  t h e  S e c r e t a r y  o f  C o m m e r c e  
o n  i n d u s t r i a l  m o b i l i z a t i o n  m a t t e r s  a n d  a l s o  C h a i r m a n  of  a n  i n t e r a g e n c y  
c o m m i t t e e  t h a t  i s  c h a r g e d  w i t h  t h e  r e s p o n s i b i l i t y  o f  c o m i n g  u p  w i t h  a 
c o m p l e t e  s e t  o f  i n d u s t r i a l  m o b i l i z a t i o n  c o n t r o l s  f o r  a l l - o u t  w a r .  I t h i n k  
t h a t  t h i s  b r i e f  s k e t c h  of  M r .  T r u p p n e r ' s  e x p e r i e n c e  i s  m o r e  t h a n  a d e -  
q u a t e  to  j u s t i f y  h i s  q u a l i f i c a t i o n s  f o r  u n d e r t a k i n g  t h e  t a s k  w e  h u v e  a s k e d  
h i m  to  d o  t h i s  m o r n i n g .  

M r .  T r u p p n e r ,  y o u  h a v e  b e e n  o n  t h i s  p l a t f o r m  m a n y  t i m e s  b e f o r e .  
I a s s u r e  y o u  i t  i s  a p l e a s u r e  t o  w e l c o m e  y o u  b a c k  t o  i t  a n d  t o  p r e s e n t  
y o u  t o  t h i s  c l a s s .  M r .  W i l l i a m  C.  T r u p p n e r .  

MR. T R U P P N E R :  T h e  w h o l e  s u b j e c t  o f  ' ~ a c t s  f o r  D e c i s i o n " i n  
i n d u s t r i a l  m o b i l i z a t i o n  i n  t e r m s  of  a n  a l l - o u t  c o n f l i c t  i s  s o  b r o a d  t h a t  
I c a n  s e e  v e r y  c l e a r l y  i t  w o u l d  n o t  b e  d i f f i c u l t  f o r  m e  to  s t e p  o v e r  i n t o  
o t h e r  p e o p l e ' s  f i e l d s  w i t h o u t  v e r y  m u c h  e f f o r t  o n  m y  p a r t .  So I w i l l  t r y  
to  t a k e  t h a t  o n e  w h i c h  I r e g a r d  a s  a n  a l l - i m p o r t a n t  s e g m e n t ,  n a m e l y ,  
t h e  f a c t s  f o r  d e c i s i o n  t h a t  a r e  r e q u i r e d  t o  c o n v e r t  t h e  i n d u s t r i a l  e c o n o m y  
o f  t h e  U n i t e d  S t a t e s  f r o m  p e a c e t i m e  p u r s u i t s  t o  w a r t i m e  o b j e c t i v e s  i n  
t h e  e v e n t  o f  a n  e m e r g e n c y .  

O u r  W o r l d  W a r  I I  e x p e r i e n c e  m a k e s  i t  q u i t e  c l e a r  t h a t  i f  a n y  
a g g r e s s o r  i s  e v e r  t o  l i c k  t h e  U n i t e d  S t a t e s ,  h e  h a s  t o  h i t  a t  0 u ~ i n d u s t r i a l  
e c o n o m y .  T h e  m i l i t a r y  w e a p o n s  t h a t  a r e  i n  b e i n g  a t  t h e  o u t s e t  o f  a c o n -  
f l i c t  a r e  a p r o t e c t i v e  d e v i c e ,  b e i n g  t h e  k i n d  o f  n a t i o n  w e  a r e~  to  m a i n t a i n  
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the  i n d u s t r i a l  e c o n o m y  f o r  a l o n g e r  pu l l ,  and  I t h ink  e x p e r i e n c e  s h o w s  
t ha t  in  the  end  i t  i s  o u r  i n d u s t r i a l  p lan t  t ha t  s w i n g s  the  b a l a n c e ,  a n d  not  
the  w e a p o n s  in b e i n g  a t  the b e g i n n i n g  of a con f l i c t .  

Now,  t ha t  s e e m s  to l e a d  to the  c o n c l u s i o n  tha t  the  p r o g r a m  f o r  
(a) m a i n t a i n i n g  o u r  i n d u s t r i a l  p l an t ,  (b) p r o t e c t i n g  i t ,  and  (c) m a k i n g  
m a x i m u m  u s e  of i t  t h r o u g h  e f f e c t i v e  m o b i l i z a t i o n ,  i s  in  m a n y  respects 
the  k e y s t o n e  of the  N a t i o n ' s  m i l i t a r y  e f fo r t .  I t  i s  the  p a r t  of o u r  
n a t i o n a l  e f f o r t  on w h i c h  o u r  m i l i t a r y  s t r a t e g y ,  o u r  r e l a t i o n s h i p s  wi th  
a l l i e s ,  in  the  end  c o m e s  to d e p e n d .  

As you  know,  t h e r e ' s  a b r o a d  p r o g r a m ,  g e n e r a l l y  c a l l e d  " p o s t -  
a t t a c k , "  " c o n t i n u i t y  of p r o d u c t i o n , "  and  a n u m b e r  of n a m e s .  I t  i s  a 
n u m b e r  of s e c u r i t y  m e a s u r e s ,  a l l  d e s i g n e d  to s e e  to i t  tha t  o u r  i n d u s -  
t r i a l  p lan t  i s  m a i n t a i n e d .  In th i s  c o n t e x t  the  p o s s i b i l i t y  of a s n e a k  
a t t a c k  on c e r t a i n  of o u r  k e y  i n d u s t r i a l  f a c{ l i t i e s  by  m e a n s  o t h e r  t han  an 
a t o m i c  b o m b ,  I t h ink ,  w o u l d  r e c o m m e n d  i t s e l f  to a p o t e n t i a l  a g g r e s s o r  
and  i t  w o u l d  h a r d l y  be  r u l e d  out  a s  one  of the  m o r e  l i k e l y  p r o b a b i l i t i e s  
f o r  the  i n i t i a t i o n  of a c o n f l i c t .  

Now,  wi th  r e s p e c t  t o t h e  t h i r d  p h a s e ,  n a m e l y ,  the  job of m o b i l i z i n g  
the  p lan t  t ha t  e x i s t s ,  we h a v e  h a d  s o m e  e x p e r i e n c e  wi th  i t ,  and  I th ink  
p e r h a p s  I c a n  b e s t  s u m m a r i z e  t ha t  in  the  w o r d s  of M r .  F l e m m i n g .  I 
c o p i e d  a p a r a g r a p h  out  of h i s  O c t o b e r  r e p o r t  to the  P r e s i d e n t  on th i s  
s u b j e c t  b e c a u s e  i t  d o e s  r e p r e s e n t  the  e s s e n c e  of t h i s  m o r n i n g ' s  d i s c u s -  
s ion .  In  tha t  r e p o r t  he s a i d :  

" O u r  e x p e r i e n c e  in  bo th  W o r l d  W a r  H and  in  the  K o r e a n  
W a r  p r o v i d e s  o v e r w h e l m i n g  e v i d e n c e  tha t  the  t a s k  of e s t a b l i s h -  
ing  an  e f f e c t i v e  s y s t e m  of p r o d u c t i o n  and  m a t e r i a l  c o n t r o l s  w i l l  
t ake  a l m o s t  a y e a r ,  if the  G o v e r n m e n t  h a s  to u s e  the  m e t h o d s  
d e v e l o p e d  in  the  pas t .  S i n c e  in  the  n e x t  e m e r g e n c y  the  N a t i o n ' s  
s u r v i v a l  c o u l d  d e p e n d  on a c c o m p l i s h i n g  th i s  in  a m u c h  s h o r t e r  
t i m e ,  o u r  p r e p a r e d n e s s  e f f o r t s  m u s t  be  d i r e c t e d  t o w a r d s  t h i s  

e n d .  

" W i t h  the  c o o p e r a t i o n  of o t h e r  a g e n c i e s  of the  G o v e r n m e n t  
and  u t i l i z i n g  the  e x p e r i e n c e  of W o r l d  W a r  II and  the  p r e s e n t  
p e r i o d  of p a r t i a l  m o b i l i z a t i o n ,  we a r e  s e e k i n g  to d e s i g n  a p r o -  
d u c t i o n  c o n t r o l s  s y s t e m  w h i c h  cou ld  be  i n t r o d u c e d  m u c h  m o r e  
r a p i d l y  in  e v e n t  of a n e w  e m e r g e n c y .  T h e r e  i s  w ide  a g r e e m e n t  
t ha t  a p r o d u c t i o n  c o n t r o l  s y s t e m  c a n  on ly  be  i m p o s e d  r a p i d l y  
if  t h e r e  i s  a c o n t i n u i n g  f low of n e c e s s a r y  s t a t i s t i c a l  i n f o r m a t i o n  
f r o m  i n d u s t r y  to p r o v i d e  the  b a s i s  f o r  i n i t i a l  a l l o c a t i o n s  and  o t h e r  
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c o n t r o l  a c t i o n s .  I f  s u c h  s t a t i s t i c a l  i n f o r m a t i o n  i s  p r o v i d e d  i n  
p e a c e t i m e ,  i t  s h o u l d  n o t  o n l y  e n a b l e  u s  t o  i m p o s e  t h e  n e c e s s a r y  
c o n t r o l s  m o r e  r a p i d l y  i n  a n  e m e r g e n c y ,  b u t  s h o u l d  a l s o  r e d u c e  
t h e  b u r d e n  o f  d e t a i l e d  i n d u s t r y  r e p o r t i n g  a n d  c o n t r o l  i n  e v e n t  o f  

I I  
w a r .  

I t  i s  t h a t  p h a s e  I w o u l d  l i k e  t o  d i s c u s s  w i t h  y o u  t h i s  m o r n i n g .  
I t h i n k  t h e  f i r s t  r e a c t i o n  o n  r e a d i n g  M r .  F l e m m i n g ' s  R e p o r t  to  t h e  
P r e s i d e n t  i s  t h e  q u e s t i o n :  W h y  d i d  i t  t a k e  s o  l o n g  i n  t h e  p a s t  ? N o w ,  
a r e v i e w  of  o u r  W o r l d  W a r  H e x p e r i e n c e ,  a n d  a g a i n  i n  K o r e a ,  i n d i c a t e s  
v e r y  c l e a r l y  t h a t  t h e r e  w e r e  t w o  m a j o r  r e a s o n s .  T h e  f i r s t  r e a s o n  w a s  
t h a t  w e  m o v e d  f r o m  a s i t u a t i o n  i n  w h i c h  t h e  k i n d s  o f  i t e m s  t h a t  w e r e  
p r o d u c e d  a n d  t h e  s u p p o r t i n g  f l o w  o f  m a t e r i a l s  a n d  c o m p o n e n t s  t o  t h e  
i t e m s  p r o d u c e r s  w e r e  d e t e r m i n e d  b y  l i t e r a l l y  m i l l i o n s  o f  i n d i v i d u a l  
d e c i s i o n s  m a d e  i n  t h e  m a r k e t  p l a c e  o f  a f r e e  e c o n o m y .  

S e c o n d l y ,  i t  c a n  b e  o b s e r v e d  t h a t  i f  a w a r t i m e  o r  e m e r g e n c y  
s i t u a t i o n  i s  o f  s u c h  a n a t u r e  t h a t  t h e  d e c i s i o n s  a s  t o  w h a t  i s  t o  b e  made,  
w h e n  i t  i s  t o  b e  m a d e ,  a n d  t h e  v o l u m e  o f  p r o d u c t i o n  a n d  c o n s t r u c t i o n  
h a v e  to  b e  m a d e  c e n t r a l l y ,  i t  b e c o m e s  v e r y  o b v i o u s  t h a t  t h e  c e n t r a l  
g r o u p  t h a t  m a k e s  t h e  d e c i s i o n s  f o r  t h e  e n t i r e  e c o n o m y  m u s t  h a v e  s o m e  
k n o w l e d g e  o f  t h e  i m p a c t  o f  i t s  d e c i s i o n s  o n  t h e  r e s o u r c e s  a v a i l a b l e  t o  
s a t i s f y  t h e  p r o g r a m s .  

I n  m o v i n g  f r o m  a p e a c e t i m e  s i t u a t i o n  t o  a n  e m e r g e n c y  s i t u a t i o n ,  
a l o o k  a h e a d  m i g h t  p r o v e  to  b e  o f  v a l u e .  I n  t h e  f i r s t  p l a c e ,  ~ e v e r y b o d y ,  
w h o  h a s  h a d  e x p e r i e n c e  i n  t h i s  f i e l d  r e c a l l s  v e r y  c l e a r l y  t h e  c h a o t i c  
s i t u a t i o n  w h i c h  p r e v a i l e d  a f t e r  t h e  i n i t i a t i o n  o f  W o r l d  W a r  I I  a n d  t h e  
c h a o t i c  s i t u a t i o n  w h i c h  w a s  r a p i d l y  d e v e l o p i n g  i n  195 0. T h e  c h a o t i c  
s i t u a t i o n  o b v i o u s l y  d e v e l o p s  f r o m  t h e  i n c r e a s e  i n  m i l i t a r y  r e q u i r e m e n t s  , 
t o  m e e t  t h e  t h r e a t .  S e c o n d ,  t h e r e  i s  t h e  c o r r e s p o n d i n g  a n d  r e l a t e d  
i n c r e a s e  t h a t  t a k e s  p l a c e  i n  m a t e r i a l  r e q u i r e m e n t s  i n  t h e  n o n m i l i t a r y  
p o r t i o n  o f  t h e  e c o n o m y .  

I n  b o t h  c a s e s  w e  m o v e  f r o m  a s i t u a t i o n  i n  w h i c h  w e  h a d  a m o d e r a t e  
s i z e d  m i l i t a r y  p r o g r a m  i n  o p e r a t i o n  p r i o r  to  M - d a y  t o  a s i t u a t i o n  i n  
w h i c h  w e  w e n t  i n t o  a m i l i t a r y  b u i l d u p .  B u t  a s  o f  t o d a y  w e  h a v e  a v e r y  
l a r g e - s c a l e  m i l i t a r y  p r o g r a m  i n  o p e r a t i o n ,  w i t h  i n d u s t r i a l  k n o w - h o w ,  
a n d  m a n y  p r o d u c t i o n  p r o b l e m s  s o l v e d  a n d  b e h i n d  u s ;  a s i t u a t i o n  i n  w h i c h  
t h e  o u t p u t  o f  m i l i t a r y  w e a p o n s  c o u l d  b e  i n c r e a s e d  v e r y  r a p i d l y .  I t  i s  
m u c h  m o r e  d i f f i c u l t  f o r  a m a n u f a c t u r e r  t o  g o  f r o m  a z e r o  a i r c r a f t  
s c h e d u l e  t o  o n e  p e r  d a y  t h a n  i t  i s  t o  go  f r o m  5 to  30 a d a y .  
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Tha t  h a s  i m p l i c a t i o n s ,  in  the  s e n s e  t h a t  the  a b i l i t y  of the  
i n d u s t r i a l  e c o n o m y  to u s e  u p  m a t e r i a l s  in  a v e r y  s h o r t  s p a c e  of t i m e  
t o d a y  h a s  i n c r e a s e d  e n o r m o u s l y  as  c o m p a r e d  w i th  the  s p r i n g  of 1950 
o r  the  w i n t e r  of 1941. So, c o n s e q u e n t l y ,  the  n e c e s s i t y  f o r  the  G o v e r n m e n t  
to be in  a p o s i t i o n  to d e a l  w i th  the  c o n s e q u e n c e s  of an  M - d a y  in  t h e  
f u t u r e  is  m u c h  g r e a t e r  t han  i t  h a s  e v e r  b e e n  in  the  p a s t .  

A g a i n ,  a s i d e  f r o m  the  m i l i t a r y  a s p e c t  wi th  r e s p e c t  to the  i m p a c t  
of a l a r g e  i n c r e a s e  in  m i l i t a r y  r e q u i r e m e n t s  on the  w o r l d ' s  s u p p l y ,  
I th ink  the  v e r y  p i thy  a d v i c e  of M r .  R o t h s c h i l d  h a s  no t  b e e n  f o r g o t t e n  
by the  n o n m i l i t a r y  p r o d u c e r s  of the  Na t ion .  You  m a y  r e c a l l  he  o n c e  
s a i d ,  '~klways buy  to the  r o a r  of t h e  c a n n o n  and  s e l l  to  the  tune  of  the  
v i o l i n s .  " The  e x p e r i e n c e  of t h e  l a s t  d e c a d e  h a s  m a d e  tha t  l e s s o n  m u c h  
c l e a r e r  to o u r  i n d u s t r i a l  m a n a g e m e n t ,  w h i c h  in  t u r n  m a k e s  i t  v e r y  
c l e a r  t ha t  the  i m p o r t a n c e  of the  G o v e r n m e n t ' s  b e i n g  ab le  to d e a l  r a p i d l y  
and  e f f ec t i ve ly  wi th  the  e c o n o m i c  c o n s e q u e n c e s  of an  M - d a y  in  the  f u t u r e  
h a s  i n c r e a s e d  v e r y  m u c h  as  c o m p a r e d  wi th  o u r  two p a s t  e x p e r i e n c e s .  

The  q u e s t i o n  i s :  Wha t  do we  do about  i t  ?" I t h ink  the  f a c u l t y  h e r e  
m a y  r e m e m b e r  t ha t  in 1952 I gave  a l e c t u r e  h e r e  on p r o d u c t i o n  c o n t r o l s  
and  a l l o c a t i o n  of s c a r c e  m a t e r i a l s ,  and  a t  t ha t  t i m e  I w a s  o u t l i n i n g  the  
n e e d  f o r  h a v i n g  a p r o d u c t i o n - c o n t r o l  s y s t e m  d e s i g n e d  to m o b i l i z e  the  
N a t i o n ' s  r e s o u r c e s  in  the  e v e n t  of an  a l l - o u t  c o n f l i c t .  I s a i d  tha t  job 
h a d  to be  u n d e r t a k e n  in  a p e a c e t i m e  e c o n o m y .  I s p e n t  a f a i r  a m o u n t  of  
t i m e  in  m y  l e c t u r e  o u t l i n i n g  a p r o p o s a l  t ha t  I h a d  m a d e  f o r  t r a n s l a t i n g  
a m i l i t a r y  e n d - i t e m  p r o g r a m ,  wi th  the  a c c o m p a n y i n g  d e f e n s e  s u p p o r t i n g  
e s s e n t i a l  c i v i l i a n  r e q u i r e m e n t s ,  in to  a s e t  of r e q u i r e m e n t s  f o r  c o r n ,  
p o n e n t s  and  s u b a s s e m b l i e s - - f r a c t i o n a l  h o r s e p o w e r  m o t o r s  and  the  
r e m a i n d e r  of  the  c o m p o n e n t s ,  the  p r o d u c t s  t ha t  m a k e  up o u r  end  i t e m s .  

You who h a v e  r e a d  tha t  w o u l d  be  i n t e r e s t e d  in  k n o w i n g  tha t ,  a f t e r  
a jo in t  t e a m  of the  D e f e n s e  D e p a r t m e n t  and  the  N a t i o n a l  P r o d u c t i o n  
A u t h o r i t y  (ou r  a g e n c y )  h a d  e x p l o r e d  m y  p r o p o s a l ,  I r e c o m m e n d e d  tha t  
i t  be  d r o p p e d .  T h i s  m u c h  is  c l e a r :  If  we  u s e  the  C M P  t y p e s  of c o n t r o l ,  
o r  if  we r e l y  on the  u s e  of the  C M P  t y p e s  of c o n t r o l ,  to d e a l  w i th  a 
f u t u r e  e m e r g e n c y ,  i t  i s  a b s o l u t e l y  n e c e s s a r y  to d e v e l o p  the  k ind  of 
s t a t i s t i c a l  i n f o r m a t i o n  by m e a n s  of w h i c h  the  G o v e r n m e n t  c a n  d i s c h a r g e  
i t s  r e s p o n s i b i l i t i e s  f o r  m a n a g i n g  the  i n d u s t r i a l  e c o n o m y ,  so  a s  to 
s c h e d u l e  a f low of i n d u s t r i a l  c o m p o n e n t s  and  m a t e r i a l s  up to the  e n d -  
i t e m  p r o d u c e r s .  

I t h ink  a m o m e n t ' s  r e f l e c t i o n  w i l l  m a k e  i t  c l e a r  tha t ,  if  the  G o v e r n -  
m e n t  a s s u m e s  the  r e s p o n s i b i l i t y  of s c h e d u l i n g  the  p r o d u c t i o n  of c o m p o n e n t s  
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and subassemblies and the vast industrial stream of materials, the 
Government must have information as to what the impact of its end- 
item military and strategic decisions will be on the suppliers of those 
components and materials; and if the Government has to know what the 
impact will be, the Government has no alternative but to try to find out. 

That was the essence of the proposal. We tried to find out and 
discovered that, in effect, we could not develop a reasonable statistical 
program to satisfy that need in a peacetime.economy. It is very clear 
,that in a war atmosphere it is possible to ask prime contractors to go 
to their suppliers and request certain types of requirements informa- 
tion, and again, ask the subsuppliers to go to their sub-subsuppliers 
and funnel up the information to the prime. 

Again, it is clear that it is possible in a wartime economy to have 
the purchase order flow down.through the industrial system and have 
the so-called producers of class B products furnish the necessary statis- 
tical data to a central agency so as to make possible the kinds of deci- 
sions that have to be made with the CMP type of control. 

I just indicated that we jointly reached the conclusion that while 
that type of statistics was needed, if we were to establish a CMP type 
of control immediately to deal with an M-day crisis, we would have to 
do without it. Having reached that conclusion, we started at the other 
end.of this complex job. We went to the industrial records as they are 
normally maintained in peacetime and we calculated that if we could not, 
or if we were unable for reasons beyond our control, to develop the kind 
of statistical information needed to build up that kind of control system, 
then the alternative was the only recourse. This was to start with 
normal industrial peacetime purchasing practice, normal peacetime 
statistical records on materials use and output, and build a control 
system out of that. In other words, instead of trying to build a peace- 
time reporting program around the wartime control system, we felt we 
had to build the control system around normal industrial records and 

procedures. 

The materials available in a wartime situation essentially represent 
the bank account against which we draw to fill our needs. In today's at- 
mosphere it may sound strange, if I may say so, but I am quite confident 
that in the event of an all-out war if representatives of the Department 
of Defense felt they needed 80 billion dollars and went to Congress and 
asked for it, they would get it. If they felt they needed 150 billions dollars 
and asked for it, I think they would get it. I believe the real determining 
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f a c t o r  in  e s t a b l i s h i n g  the  m a x i m u m  f e a s i b l e  l e v e l  of m i l i t a r y  p r o d u c t i o n  
in  an  a l l - o u t  w a r  is  t h e  r e s o u r c e s  a v a i l a b l e  to r e a c h  the  e s t a b l i s h e d  
goa l s  fo r  the  t o t a l  of m i l i t a r y ,  e s s e n t i a l  c i v i l i a n ,  e x p o r t ,  and  o t h e r  
s u p p o r t i n g  n e e d s .  

Now,  to t r a n s l a t e  t h e s e  m o r e  o r  l e s s  g e n e r a l  o b s e r v a t i o n s  in to  
s o m e t h i n g  m o r e  s p e c i f i c ,  wha t  we a r e  p r o p o s i n g  t o  do iS to d iv ide  
( for  t h i s  p u r p o s e )  the  e c o n o m y  in to  two d i s t i n c t  p a r t s - - t h e  m i l i t a r y  
p o r t i o n  and  the  n o n m i l i t a r y  p o r t i o n .  Th i s  d i v i s i o n  in  t e r m s  of o u r  
s u b j e c t  i s  o b v i o u s l y  a l o g i c a l  one ,  b e c a u s e  t h e  s t a t i s t i c a l  da t a  r e q u i r e d  
to m e a s u r e  the  i m p a c t  of a m i l i t a r y  p r o g r a m  on  an  a l l - o u t  b a s i s ,  o r  on 
any o t h e r  b a s i s ,  c a n  a c t u a l l y  be  e s t a b l i s h e d  w h e t h e r  i t  i s  peace%tree o r  
not. The  G o v e r n m e n t  i s  b u y i n g  the  end  i t e m s  and ,  o b v i o u s l y ,  i t  s e e m s  
r e a s o n a b l e  tha t  the  G o v e r n m e n t  and  p r i v a t e  i n d u s t r y ,  o r  a t  l e a s t  tha t  
~or t ion  of i t  e n g a g e d  i n  f i l l i ng  c o n t r a c t s  f o r  the  G o v e r n m e n t ,  s h o u l d  
have i n f o r m a t i o n  as  to the  m a t e r i a l  r e q u i r e m e n t s  of the  i t e m s  w h i c h  
:hey a r e  p r o d u c i n g .  

Wi th  r e s p e c t  to  tha t  p o r t i o n  of the  e c o n o m y  in  p e a c e t i m e ,  we  
rove bu i l t  up a r e p o r t i n g  p r o g r a m  d e s i g n e d  to p r o v i d e  the  G o v e r n m e n t  
~i th the  k ind  of s t a t i s t i c a l  da t a  a s s o c i a t e d  wi th  tha t  p o r t i o n  of o u r  
: n d u s t r i a l  o p e r a t i o n s .  As I s a i d ,  we  don ' t  f a c e  the  s a m e  k ind  of p r o b -  
l e m s  in  g e t t i n g  s t a t i s t i c a l  da t a  on n e e d s  f o r  the  B - 4 7  s c h e d u l e s  o r  any  
o t h e r  p o r t i o n  of m i l i t a r y  p r o c u r e m e n t  as  we do f o r  c i v i l i a n  i t e m s .  On 
the o t h e r  h a n d ,  a m o m e n t ' s  r e f l e c t i o n  w i l l  m a k e  c l e a r  to you  tha t ,  i f  
you  go to D e e r e  and  C o m p a n y ,  o r  I n t e r n a t i o n a l  H a r v e s t e r ,  and  a s k  the  
c o m p a n y  to a c c u m u l a t e  m a t e r i a l  r e q u i r e m e n t s  wi th  the  p r i v a t e  c o m p a n i e ~  
tha t  f u r n i s h  c o m p o n e n t s  fo r  the  m a n u f a c t u r e  of t r a c t o r s  o r  e a r t h - m o v i n g  
e q u i p m e n t ,  o r  any  o t h e r  k ind  of c i v i l i a n  i t e m s ,  w h i c h  we  s h a l l  h a v e  to 
c o n t i n u e  to m a k e  in the  e v e n t  of a w a r ,  i t  i s  u n r e a s o n a b l e .  I t  i s  f o r  t h i s  
r e a s o n  tha t  the d i v i s i o n  m u s t  be  m a d e .  

So, on the  m i l i t a r y  s ide  we h a v e  the  r e q u i r e m e n t s  f low m e a s u r e d  
by b i l l s  of m a t e r i a l s  and  o t h e r  p r o c e d u r e s  in  e x i s t e n c e  today .  We 
p r o p o s e  to k e e p  i t  tha t  way  so  tha t  the  b a s i c  da t a  d e s i g n e d  to m e a s u r e  
the  i m p a c t  of a s h a r p  s t e p - u p  in  m i l i t a r y  p r o d u c t i o n  a r e  a v a i l a b l e  now 
and  w i l l  be  a v a i l a b l e  in  the  f u t u r e .  

On the civilian side of the economy, we are proposirig to deal with 
the problem I mentioned before in a completely reverse way. 
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W h a t  we  a r e  p r o p o s i n g  to do i s  to l i m i t  the  c o n t r o l  thai; we  w o u l d  
e s t a b l i s h  in the  e v e n t  of an  M - d a y  to the  e n d - i t e m  p r o d u c e r s  on ly .  
B e l o w  the  l e v e l  of p r o d u c t i o n  of end  i t e m s ,  we  p r o p o s e  to p e r m i t  the  
e n d - i t e m  p r o d u c e r s  t o  p l a c e  i d e n t i f i e d  o r d e r s - - i d e n t i f i e d  a s  b e i n g  
a u t h o r i z e d ,  ff y o u  wan t  to put  i t  in  t ha t  l a n g u a g e - - t o  the  fu l l  e x t e n t  
n e c e s s a r y  to m e e t  t h e i r  own a u t h o r i z e d  s c h e d u l e s .  W e  p r o p o s e  to p e r -  
m i t  the  c o m p o n e n t  i n d u s t r i e s  to buy  w h a t e v e r  m a t e r i a l s  f o r  s u b c o m -  
p o n e n t s  t h e y  r e q u i r e  to f i l l  w h a t e v e r  a u t h o r i z e d  o r d e r s  t h e y  get .  

If  t h i s  job i s  done  p r o p e r l y ,  t h e r e  a r e  s e v e r a l  o b s e r v a t i o n s  tha t  
can  be  m a d e  abou t  i t .  F i r s t ,  i t  m a k e s  the  c o n t r o l  job a s  s u c h  v e r y  
m u c h  e a s i e r ,  i n a s m u c h  as  i t  i s  t h i s  a r e a  of the  e c o n o m y  w h i c h  h a s  
a l w a y s  o c c u p i e d  the  bu lk  of the  c o n t r o l  a g e n c i e s '  t i m e .  I t  i s  o b v i o u s l y  
a good th ing  in  i t s e l f ;  bu t ,  a g a i n  c o m i n g  b a c k  to o u r  S u b j e c t ,  i t  r e q u i r e s  
a b s o l u t e l y  tha t  t he  G o v e r n m e n t  be  in  a p o s i t i o n  to a s s e s s  a n d  m e a s u r e  
the  a g g r e g a t e  i m p a c t  on m a t e r i a l  s u p p l i e s  of the  m i l l i o n s  of i n d i v i d u a l l y  
u n c o n t r o l l e d  t r a n s a c t i o n s  that w o u l d  t ake  p l a c e  u n d e r  t h i s  c o n t r o l  s c h e m e .  

One  o t h e r  o b s e r v a t i o n  c a n  be  m a d e .  T h i s  a p p r o a c h  w o u l d  in  e f f e c t  
p e r m i t  A m e r i c a n  i n d u s t r y  e s s e n t i a l l y  to o p e r a t e  d u r i n g  a w a r  e m e r g e n c y  
on the  b a s i s  of the  i d e n t i c a l  p r o c e d u r e s  u n d e r  w h i c h  i t  o p e r a t e s  in  
p e a c e t i m e .  The  e n d - i t e m  p r o d u c e r s  f o r  the  c i v i l i a n s  n o r m a l l y  e s t a b l i s h  
a l e v e l  of p r o d u c t i o n  and  s c h e d u l e  t h e i r  ou tpu t  to m e e t  t he  d e m a n d s  w h i c h  
t h e y  j u d g e  w i l l  be  p l a c e d  upon  t h e m  by  t h e i r  c u s t o m e r s .  A f t e r  a r e v i e w  
of e c o n o m i c  c o n d i t i o n s  and  the  g e n e r a l  s t a t e  of the  e c o n o m y ,  a p r o -  
d u c t i o n  s c h e d u l e  i s  e s t a b l i s h e d ,  a t  w h i c h  poin t  i t  b e c o m e s  t h e  job of the  
P u r c h a s i n g  D e p a r t m e n t  to p r o v i d e  f o r  the  a p p r o p r i a t e  d e l i v e r y  of r a w  
m a t e r i a l s  a n d  s u b a s s e m b l i e s  to s u p p o r t  the  s c h e d u l e .  As  f a r  a s  the  
e n d - i t e m  p r o d u c e r s  a r e  c o n c e r n e d ,  the  on ly  d i f f e r e n c e  b e t w e e n  t ha t  
s i t u a t i o n  and  the  w a r t i m e  s i t u a t i o n  i s  t h a t  the  G o v e r n m e n t  w o u l d  d e t e r m i n e  
w h a t  the  l e v e l  of p r o d u c t i o n  w o u l d  be  d u r i n g  the  e m e r g e n c y .  O n c e  t ha t  
l e v e l  h a s  b e e n  e s t a b l i s h e d ,  the  o p e r a t i o n  of e a c h  of the  p r o d u c e r s ,  a s  
w e l l  a s  the  m a t e r i a l  and  c o m p o n e n t  s u p p l i e r s ,  w o u l d  be  f o r  a l l  p r a c t i c a l  
p u r p o s e s  i d e n t i c a l ,  w h e t h e r  i t  be  p e a c e t i m e  o r  w a r t i m e .  

The  i m p o r t a n c e  of t h i s  i s  v e r y  c l e a r .  If  we  a r e  p r o p o s i n g  to  d e v e l o p  
m e a n s  to c o n v e r t  the  i n d u s t r i a l  e c o n o m y  to w a r  p u r p o s e s  and  to m e e t  
Dr .  F l e m m i n g ' s  d i r e c t i o n s ~  n a m e l y ,  to do i t  w i t h o u t  d e l a y ,  i t  b e c o m e s  
a b s o l u t e l y  e s s e n t i a l  t ha t  p e a c e t i m e  p r o d u c t i o n ,  p u r c h a s i n g °  and  m a t e r i a l  
c o n t r o l  p r o c e d u r e s  be  used,  w i th  m i n i m u m  c h a n g e  a f t e r  M - d a y .  
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I b e l i e v e  m o s t  of you,  p e r h a p s  a l l  of you,  p r o b a b l y  know tha t  
one of the  m a i n  s t u m b l i n g  b l o c k s  in  the  p a s t  in  ge t t i ng  the  i n d u s t r i a l  
e c o n o m y  c o n v e r t e d  to w a r  p u r p o s e s  ha s  b e e n  the  n e c e s s i t y  f o r  a d a p t i n g  
p u r c h a s e  p r o c e d u r e s  a n d  m a t e r i a l  c o n t r o l  o p e r a t i o n s  to a G o v e r n m e n t  
m a t e r i a l  c o n t r o l  s y s t e m - - a  m o s t  u n f a m i l i a r  k ind  of o c c u p a t i o n  fo r  
i n d u s t r i e d  m a n a g e m e n t .  I t  r e q u i r e d  the  w r i t i n g  of p a m p h l e t s  and  books  
and  e d u c a t i o n a l  t o u r s  and w h a t - h a v e - y o u ,  a l l  of wh ich  took a long  t i m e .  

If  we can  adap t  the  c o n t r o l  s y s t e m  to the  n o r m a l  m e t h o d  of 
i n d u s t r i a l  o p e r a t i o n ,  we wi l l  h a v e  s a v e d  an e n o r m o u s  a m o u n t  of t i m e  
i n  tha t  r e s p e c t .  But  aga in ,  the  d e g r e e  to w h i c h  we can  do t h i s ,  the  
d e g r e e  to w h i c h  we can  ge t  a r e a s o n a b l y  b a l a n c e d  output  of the  end  
i t e m s  n e e d e d  fo r  the  p r o s e c u t i o n  of a w a r ,  d e p e n d s  in  l a r g e  m e a s u r e  on 
the  ab i l i t y  of the  G o v e r n m e n t  to be ab l e  to  d e t e r m i n e  wha t  the  i m p a c t  of 
t h o s e  d e c i s i o n s  w i l l  be on  ou r  r e s o u r c e s ;  and  tha t  in  t u r n  d e p e n d s  on 
a b i l i t y  to d e v e l o p  t h i s  s t a t i s t i c a l  i n f o r m a t i o n  in  a d v a n c e  so  tha t  the  
i m p a c t  can  be  m e a s u r e d .  

Now, wha t  we  a r e  do ing  about  t h i s - - a n d  I t h i n k w e  a r e  e s s e n t i a l l y  
t o u c h i n g  on f e a s i b i l i t y  t e s t i n g - - i s  a s  fo l l ows .  We p r o p o s e  to d e v e l o p  
r e l a t i o n s h i p s  b e t w e e n  l e v e l s  of p r o d u c t i o n  f o r  e a c h  of the  i n d u s t r i e s  and  
t h e i r  r e l a t e d  m a t e r i a l s  u s e .  P e r h a p s  an  i l l u s t r a t i o n  m i g h t  c l a r i f y  tha t  
g e n e r a l  no t ion .  U t i l i z i n g  the  m a t e r i a l  a c c u m u l a t e d  d u r i n g  the  K o r e a n  
W a r ,  i t  i s  p o s s i b l e  to e s t i m a t e  w i t h  r e a s o n a b l e  a c c u r a c y  the  t o n n a g e s  
of s t e e l ,  c o p p e r ,  and a l u m i n u m  r e q u i r e d  to m a n u f a c t u r e  1 ,000  t r u c k s .  
G iven  a w a r t i m e  d e m a n d  fo r  t r u c k s ,  the  a p p l i c a t i o n  of the  r a t i o  wou ld  
y i e l d  a m e a s u r e  of the  s i z e  of r e s o u r c e  i n v e s t m e n t  n e e d e d  to ob t a in  
t h e m .  

Tha t  job wi l !  be  done  fo r  the  e n t i r e  e c o n o m y ,  f o r  e a c h  of the  
p r o d u c t  c o d e s .  The  r e s u l t s  o f  tha t  w i l l  be  t u r n e d  o v e r  to the  ODM so  
tha t  i t  c an  d e v e l o p  a c o m p l e t e  s e t  of f e a s i b l e  p r o g r a m s  fo r  m i l i t a r y  and 
n o n m i l i t a r y  p r o d u c t i o n  and  c o n s t r u c t i o n  w i t h i n  m a t e r i a l s '  a v a i l a b i l i t y .  

The  ODM can  w o r k  wi th  the  r a t i o  s t a t i s t i c s  i r~.e i ther  of two 
d i r e c t i o n s .  T h e y  can  e i t h e r  s ay ,  "We  n e e d  2 0 0 , 0 0 0  t r u c k s  a q u a r t e r ,  
and  the  p r i c e  we h a v e  to pay fo r  t h e m  is  r e p r e s e n t e d  by  the  r e q u i r e d  
c o n t r o l l e d  m a t e r i a l  t o n n a g e s , "  o r  t h e y  can  do i t  on a c o n v e r s e  b a s i s .  
" We  can  i n v e s t  on ly  so m a n y  tons  i n  the  p r o d u c t i o n  of t r u c k s ,  and  t h i s  
i s  how m a n y w e  wi l l  ge t  by m a k i n g  a v a i l a b l e  t h e  m a t e r i a l  a v a i l a b l e  fo r  

t !  t h i s  p u r p o s e .  
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The  D e f e n s e  D e p a r t m e n t  i s  f u r n i s h i n g  s i m i l a r  da t a  o b t a i n e d  in  a 

d i f f e r e n t  w a y ,  f o r  the  r e a s o n s  I i n d i c a t e d  b e f o r e ,  to the  ODM. T h o s e  
of the  G o v e r n m e n t  a g e n c i e s  t ha t  h a v e  r e s p o n s i b i l i t i e s  fo r  v a r i o u s  o t h e r  
p o r t i o n s  of the  e c o n o m y ,  s u c h  as  the  D e p a r t m e n t  of the  I n t e r i o r  f o r  the  
e l e c t r i c - p o w e r  p r o g r a m  o r  the  p e t r o l e u m  p r o g r a m ,  and  so on,  w i l l  p e r -  
f o r m  a s i m i l a r  job.  

Al l  of the  r e q u i r e m e n t s  da t a  go to the  ODM, and  i t  in e f f e c t  goes  
t h r o u g h  the  k ind  of job t ha t  the  R e q u i r e m e n t s  C o m m i t t e e  h a s  to go 
t h r o u g h  in  the  e v e n t  t h e r e  i s  an  M - d a y .  W h e t h e r  the  job i s  a p e r f e c t  
one  o r  not  i s  a m a t t e r  of g r e a t  i n t e r e s t ,  but  not  a m a t t e r  of p r i m a r y  
i m p o r t a n c e - - s i n c e  the  job w i l l  be  done  s e v e r a l  t i m e s  so  tha t  a s  m a n y  
as  p o s s i b l e  of the  d i f f e r e n t  p r o b l e m s  a s s o c i a t e d  wi th  the  job c a n  be  
i r o n e d  out .  

U n d e r  t h i s  a p p r o a c h ,  the  ODM w o u l d  e s t a b l i s h  a u t h o r i z e d  l e v e l s  
of e n d - i t e m  p r o d u c t i o n  and  c o n s t r u c t i o n  on ly .  S t a t i s t i c a l  j u d g m e n t s  
w o u l d  be  m a d e  w i th  r e s p e c t  to the  l e v e l s  of c o m p o n e n t  p r o d u c t i o n  a s s o -  
c i a t e d  wi th  the  h a r d - g o o d s  e c o n o m y  o p e r a t i n g  a t  the  a s s u m e d  l e v e l s .  
At  t h i s  po in t  the  m a t e r i a l s - u s e  r a t i o s  w i l l  be  a p p l i e d  to the c o m p o n e n t  
l e v e l s  of p r o d u c t i o n  w h i c h  we  c a l c u l a t e d  t o  d e t e r m i n e  the  l e v e l s  of  m i l l  
r e s e r v e s  to e s t a b l i s h .  The  c o m p o n e n t  m a n u f a c t u r e r s ,  who I i n d i c a t e d  
b e f o r e  w o u l d  o p e r a t e  on the  b a s i s  of s i m p l y  s e l f - a u t h o r i z i n g  m a t e r i a l s  
to f i l l  a l l  a u t h o r i z e d  o r d e r s  t h e y  r e c e i v e ,  w i l l  be  in  a p o s i t i o n  to h a v e  
Rome a s s u r a n c e  t ha t  the  m a t e r i a l s  r e q u i r e d  f o r  b a l l  bearing.,~ and  i n d u s -  
t r i a l  f a s t e n e r s ,  and  the  l i k e ,  w i l l  be  a v a i l a b l e .  

In  o t h e r  w o r d s ,  the  ODM w i l l  not  e s t a b l i s h  p r o g r a m  l e v e l s  fo r  
the  c o m p o n e n t  i n d u s t r i e s  in  t e r m s  of i n d e p e n d e n t  R e q u i r e m e n t s  C o m m i t t e e  
j u d g m e n t s .  I n s t e a d ,  the  G o v e r n m e n t  w i l l  c o n c e r n  i t s e l f  w i th  t ha t  p a r t  of 
the  i n d u s t r i a l  e c o n o m y  p r o d u c i n g  p r o d u c t s  f o r  w h i c h  i n f o r m e d  a p p r a i s a l  
of r e q u i r e m e n t s  c a n  be  m a d e .  D e m a n d s  c a n  be  r e v i e w e d  and  l e v e l s  
a u t h o r i z e d  f o r  p l a n e s ,  s h i p s ,  t r a c t o r s ,  t r u c k s  and  the  l i k e - - i n  s h o r t  the  
t h i n g s  tha t  the  e c o n o m y  n e e d s  to s u p p o r t  a n a t i o n  a t  w a r .  The  r e m a i n d e r  
of the  i n d u s t r i a l  e c o n o m y ,  w h i c h  e x i s t s  on ly  to s a t i s f y  the  n e e d s  of the  
e n d - i t e m  p r o d u c e r s ,  w i l l  in  e f f e c t  c o n t i n u e  to o p e r a t e  d u r i n g  a w a r  in  
p r e c i s e l y  the  s a m e  w a y  t ha t  i t  o p e r a t e s  d u r i n g  p e a c e t i m e ;  n a m e l y ,  
b u y i n g  the  m a t e r i a l  n e e d e d  to s a t i s f y  the  o r d e r s  r e c e i v e d .  If a l l  e n d -  
i t e m  p r o d u c t i o n  i s  c o n t r o l l e d ,  a s  I p r o p o s e d ,  t h e r e  i s  no t  any  r e a l  n e e d  
to c o n t r o l  the  c o m p o n e n t  i n d u s t r i e s ,  b e c a u s e  the  on ly  r e a s o n  t h e y  e x i s t  
i s  to s a t i s f y  the  e n d - i t e m  p r o d u c e r s .  
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Aga in ,  to the  e x t e n t  tha t  o u r  s t a t i s t i c s  a r e  v a l i d - - i t  a l w a y s  g o e s  
b a c k  to s t a t i s t i c a l  i n f o r m a t i o n - - t h i s  s y s t e m  w i l l  w o r k  j u s t  a s  e f f e c -  
t i v e l y  a s  the k ind  of c o n t r o l s  we u s e d  in the  p a s t ,  w h i c h  w e r e  m u c h  
m o r e  w i d e s p r e a d  and  w h i c h  d e a l t  w i th  a v e r y  m u c h  l a r g e r  n u m b e r  of 
i n d i v i d u a l  m a n u f a c t u r e r s .  

At  t h i s  poin t  I s h o u l d  i n t e r j e c t  t ha t  i t  i s  not  n e c e s s a r y  to d e m o n s t r a t e  
tha t  t h i s  a p p r o a c h ,  n a m e l y ,  the r e l i a n c e  on e n d - i t e m  c o n t r o l  and  s t a t i s t i -  
c a l  m e a s u r e m e n t ,  i n s t e a d  of on m a t e r i a l s  t i c k e t  i s s u a n c e ,  i s  b e t t e r  o r  
m o r e  e f f e c t i v e  t h a n  the  C M P  t y p e s  of c o n t r o l s  e m p l o y e d  in the pas t .  I t  
i s  not  n e c e s s a r y  b e c a u s e ,  in t h e  e v e n t  of an M - d a y  b e g i n n i n g  a t  any t i m e  
as  of t oday  o r  in  the  i n d e f i n i t e  f u t u r e ,  the  a l t e r n a t i v e  p o s s i b i l i t i e s  t ha t  
w o u l d  f a c e  the  G o v e r n m e n t  do not  c o n s i s t  of t h i s  a p p r o a c h  v e r s u s  the  
C M P  type  of c o n t r o l .  If  the  M - d a y  o c c u r r e d  t o m o r r o w  m o r n i n g ,  the  u s e  
of m a t e r i a l s  t i c k e t s  i n s t e a d  of s t a t i s t i c a l  a p p r a i s a l s  and  e n d - i t e m  
a u t h o r i z a t i o n  to p r o g r a m  the  e c o n o m y  wou ld  b e c o m e  e f f e c t i v e  a p p r o x i m a t e l y  
n ine  m o n t h s  o r  a y e a r  f r o m  today .  So t h e r e f o r e  i t  c a n n o t  be  u s e d  as  a 
f u n d a m e n t a l  too l  f o r  m o b i l i z i n g  the  e c o n o m y  as  of M - d a y ,  b e c a u s e  i t  t a k e s  
n ine  m o n t h s  to m a k e  i t  e f f e c t i v e .  So the  r e a l  q u e s t i o n  we  h a v e  to a sk  
o u r s e l v e s  i s :  Is  t h i s  p r o p o s a l ,  the  one I o u t l i n e d  b e f o r e ,  u s i n g  u s e  r a t i o s  
and  e n d - i t e m  c o n t r o l s ,  i s  tha t  m o r e  e f f e c t i v e  t han  a s i m p l e  p r i o r i t y  s y s t e m ,  
w h i c h  is  the  on ly  a l t e r n a t i v e  to f i l l  t h e  gap f o r  the  f i r s t  n ine  m o n t h s  a f t e r  
an  M - d a y  ? I t  o b v i o u s l y  i s ;  b e c a u s e  the  p r i o r i t y  s y s t e m  i s  no c o n t r o l  
a t  a l l ,  as  we h a v e  e s t a b l i s h e d  on s e v e r a l  o c c a s i o n s  in r e c e n t  h i s t o r y .  
Tha t  i s  the  g e n u i n e  b a s i s  of c o m p a r i s o n .  

Tha t  l e a d s  m e  up to the  l a s t  po in t ,  n a m e l y ,  if we r e l y  on n o r m a l  
i n d u s t r i a l  p u r c h a s e  p r a c t i c e s  and  m a t e r i a l  c o n t r o l s ,  i t  b e c o m e s  p o s s i b l e  
to e s t a b l i s h  a c o n t r o l  o v e r  not  on ly  the  m i l i t a r y  but  o v e r  the  n o n m i l i t a r y  
p o r t i o n  of the  e c o n o m y  in  a v e r y  s h o r t  p e r i o d  of t i m e .  A s i m p l e  i l l u s t r a -  
t i o n . w i l l  c l a r i f y  tha t .  

If we  e s t a b l i s h  a c o n t r o l ,  a s  I s u g g e s t e d  we  would ,  o v e r  the  m a t e r i a l s  
u s e d  in  v a r i o u s  p l a n t s ,  t h e n  we c a n  a s k  r e p r e s e n t a t i v e s  of tha t  i n d u s t r y  
to c o m e  to W a s h i n g t o n  as  of t o m o r r o w  m o r n i n g .  We c a n  e s t a b l i s h  the  
b e s t  b a s e  p e r i o d  p o s s i b l e  f o r  the  i n d u s t r y .  At t h i s  po in t  a l l  the  m a n u -  
f a c t u r e r s  e n g a g e d  in  the  p r o d u c t i o n  of t ha t  p a r t i c u l a r  p r o d u c t ,  h a v i n g  
w r e s t l e d  t h r o u g h  an a g r e e m e n t ,  c an  go b a c k  to t h e i r  p l a n t s  and  c a l c u l a t e  
t h e i r  b a s e  p e r i o d s .  At the  s a m e  t i m e  we w i l l  h a v e  w r i t t e n  a d i r e c t i o n  
to a r e g u l a t i o n  w h i c h  i n c o r p o r a t e s  a l l  the  r u l e s  I h a v e  b e e n  t a l k i n g  about  
and  a p p l i e s  on ly  to %ha~ p a r u c u l a r  i n d u s t r y .  The  d i r e c t i o n  w i l l  s a y  tha t  
in  a p a r t i c u l a r  X q u a r t e r ,  w h i c h  is  at  the  m o m e n t  unknown ,  the  
m a n u f a c t u r e r s  w i l l  be  a u t h o r i z e d  to p r o d u c e  the  p a r t i c u l a r  p r o d u c t s  u n d e r  
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d i s c u s s i o n  up to the  a m o u n t  p e r m i t t e d  by  b l a n k  p e r c e n t  of t h e i r  b a s e  
t o n n a g e  of c o n t r o l l e d  m a t e r i a l s .  W h e n  M - d a y  o c c u r s ,  if  i t  d o e s ,  
t h e r e ' s  a job f o r  the  ODM of the  day ,  o p e r a t i n g  t h r o u g h  the  R e q u i r e -  
m e n t s  C o m m i t t e e  of the  day ,  to d e c i d e  wha t  n u m b e r  i s  w r i t t e n  i n  f o r  
t ha t  b l a n k  p e r c e n t .  

As  I i n d i c a t e d  b e f o r e ,  the  ODM h a s  a l r e a d y  gone t h r o u g h  a s t a t i s -  
t i c a l  o p e r a t i o n  w h i c h  r e f l e c t s  t e n t a t i v e  p r o g r a m  d e t e r m i n a t i o n s  u n d e r  
a g i v e n  s e t  of a s s u m p t i o n s .  H a v i n g  e s t a b l i s h e d  the  t o n n a g e s  t h e y  a r e  
w i l l i n g  to i n v e s t ,  o r  the  t o n n a g e s  t h e y  f e e l  t h e y  a r e  w i l l i n g  to u s e  to  
ge t  an  end  i t e m ,  tha t  t o n n a g e  i s  t r a n s m i t t e d  to  the  c i v i l i a n  m o b i l i z a t i o n  
a g e n c y  f o r  i n c o r p o r a t i o n  in  the  d i r e c t i o n .  A f t e r  the  p r o g r a m  d e t e r m i n a -  
t i on  h a s  b e e n  m a d e ,  i t  w i l l  t a k e  up to two w e e k s  to p u b l i s h  the  d i r e c t i o n ,  
ge t  i t  i n  the  pub l i c  p r e s s ,  and  in  the  h a n d s  of the  m a n u f a c t u r e r s .  

By  t h i s  d e v i c e  we  w i l l  h a v e  a c o m p l e t e  c o n t r o l  e s t a b l i s h e d  o v e r  t h e  
e n t i r e  i n d u s t r i a l  e c o n o m y  in  r o u g h l y  two w e e k s  a f t e r  the  G o v e r n m e n t  
m a n a g e m e n t  m a k e s  up i t s  m i n d  as  to w h a t  k ind  of an  e c o n o m y  i t  w a n t s  
to o p e r a t e .  Al l  t h i s  m a g i c  i s  done  w i th  n u m b e r s ;  and  i t  w i l l  be  the  
f i r s t  t i m e ,  r e a l l y ,  t ha t  we  a r e  e m p l o y i n g  n u m b e r s  in  p r e p a r a t i o n  f o r  
an  M - d a y ,  i n s t e a d  of w a i t i n g  f o r  the  M - d a y  to o c c u r .  

One o r  two o t h e r  o b s e r v a t i o n s  m a y  be  m a d e .  F i r s t ,  we  f a c e  t h r e e  
k i n d s  of p o s s i b l e  p r o b l e m s :  (1) an  a t o m i c  a t t a c k ,  (2) a c o n f l i c t  w i th  
c o n v e n t i o n a l  w e a p o n s  on an a l l - o u t - w a r  s c a l e ,  and  (3) a n o t h e r  K o r e a  o r  
l i m i t e d  c o n f l i c t  a c c o m p a n i e d  by a s t e p - u p  in  m i l i t a r y  p r o d u c t i o n .  

You m a y  o b s e r v e ,  p e r h a p s ,  t ha t ,  as  a b y p r o d u c t  of the  p r o p o s a l  
to r e l y  on a s t a t i s t i c a l  a p p r a i s a l  of the  r e s u l t s  of m i l l i o n s  of t r a n s -  
a c t i o n s  o p e r a t i n g  u n d e r  a l o o s e l y  f u n c t i o n i n g  c o n t r o l  s y s t e m ,  we  
a c h i e v e  f l e x i b i l i t y  to d e a l  w i th  any  one of t h e s e  s i t u a t i o n s .  We h a v e  not  
e n d e a v o r e d  to w r i t e  in  any  n u m b e r s .  We l e a v e  b l a n k s .  A b o m b  l a n d i n g  
on P i t t s b u r g h  and  d e m o l i s h i n g  p e r h a p s  a t h i r d  of the  s t e e l  i n d u s t r y ,  but  
l e a v i n g  i n t a c t  the  p l a n t s  of the  c o n s u m i n g  i n d u s t r i e s ,  w i l l  r e s u l t  in  one  
n u m b e r .  A b o m b  l a n d i n g  on B u f f a l o ,  C i n c i n n a t i ,  o r  C l e v e l a n d  and  
h u r t i n g  s u b s t a n t i a l l y  the  a b i l i t y  of the  c o n s u m i n g  i n d u s t r i e s  to c h e w  up 
the  s t e e l  ou tpu t  w i l l  r e s u l t  in  a d i f f e r e n t  n u m b e r .  Al l  we  h a v e  done is  
to f o r g e  a too l  f o r  u s e  in  w h a t e v e r  s i t u a t i o n  m a y  a r i s e .  

F i n a l l y ,  and  p e r h a p s  a s  i m p o r t a n t  a s  any~thing, the  r e l i a n c e  on 
s t a t i s t i c s  r a t h e r  t h a n  the  r e l i a n c e  on  c o n t r o l l i n g  the  l e v e l  of ou tpu t  by 
the  p a s s i n g  down of m a t e r i a l  t i c k e t s  and  a l l o t m e n t s  g i v e s  us  the  k ind  
of f l e x i b i l i t y  i n  o u r  indu~t~dal  o p e r a t i o n s  w h i c h  m o s t  c e r t a i n l y  w o u l d  
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be  r e q u i r e d  in  an a t o m i c  w a r ,  o r  in  any k ind  of w a r  in  w h i c h  ou r  
i n d u s t r i a l  e c o n o m y  was  s u b j e c t e d  to d a m a g e s .  

The  though t  of t r y i n g  to m a k e  the  k i n d s  of a d j u s t m e n t s  in  
a u t h o r i z a t i o n s  and  a l l o t m e n t  t i c k e t s  in  an e c o n o m y  in  w h i c h  s u p p l y  
p l an t s  h a v e  b e e n  b lown  out of e x i s t e n c e  in  m y  j u d g m e n t  cou ld  l e a d  to. 
a c o m p l e t e  c o l l a p s e  of the  c o n t r o l  s y s t e m  u n d e r  any c o n d i t i o n s  o f  
c o n s i d e r a b l e  d a m a g e  to the  e c o n o m y .  Wha t  we h a v e  c r e a t e d  h e r e ,  
at  l e a s t  wha t  we a r e  p l ann ing ,  i s  a s y s t e m  w h e r e b y  the  a u t h o r i t y  
a u t o m a t i c a l l y  to r e p l a c e  b o m b e d  out  l i n k s  in  the  supp ly  c h a i n  i s  in  the  
h a n d s  of  the  i n d u s t r i a l  m a n a g e m e n t - - t h e y  have  c o m p l e t e  f l e x i b i l i t y  to 
m a k e  sh i f t s .  

T h e r e f o r e ,  I th ink  tha t  the  m o b i l i z a t i o n  of ou r  e c o n o m y  f o r  the  
f u t u r e  m u s t  d e p e n d  to a v e r y  m u c h  g r e a t e r  d e g r e e  on r e l i a n c e  on  f a c t s ,  
s t a t i s t i c a l  f a c t s  f o r  d e c i s i o n ,  r a t h e r  than  on G o v e r n m e n t  c o n t r o l s  of 
the  type  we h a v e  u s e d  in  the  pas t .  

Thank  you v e r y  m u c h .  

C O L O N E L  BARNES:  G e n t l e m e n ,  th i s  p r o g r a m  Mr .  T r u p p n e r  h a s  
j u s t  d e s c r i b e d  i s  u n c l a s s i f i e d .  

QUESTION: Y o u r  e x p l a n a t i o n  of a p r o p o s e d  new s y s t e m  s o u n d s  
e x t r e m e l y  s i m p l e .  In  f ac t  i t  sounds  so s i m p l e  I a m  s u r e  m o s t  of the  
s t u d e n t s  and s o m e  of the  f acu l ty  d o n ' t  b e l i e v e  i t  w i l l  work .  In  c o n n e c t i o n  
wi th  tha t  s y s t e m ,  I would  l ike  to h a v e  you exp la in  how m a n y  o r d e r s  m u s t  
be  i s s u e d  c o n c u r r e n t l y  l i m i t i n g  o r  p r o h i b i t i n g  the  p r o d u c t i o n  of m a n y  
c i v i l i a n  i t e m s  in  o r d e r  to m a k e  the  s y s t e m  w o r k  as  you  p r o p o s e .  

MR. T R U P P N E R :  In the  m e t a l - c o n s u m i n g  i n d u s t r i e s ,  p r o d u c i n g  
f a r m  e q u i p m e n t ,  t r u c k s ,  a u t o m o t i v e  e q u i p m e n t  and  so on,  m y  though t  
i s  tha t  i n s t e a d  of w r i t i n g  a n e g a t i v e  l i m i t a t i o n  o r d e r  a s  we d id  in  the  
p a s t  tha t  we w r i t e  wha t  cou ld  v e r y  w e l l  e m e r g e  as  s e v e r a l  h u n d r e d  
d i r e c t i o n s  c o v e r i n g  as  m a n y  p r o d u c t  c o d e s  as  wou ld  be  n e c e s s a r y  to the  
m a i n  r e g u l a t i o n .  

The  d i r e c t i o n s  w h i c h  I v e r y  b r i e f l y  o u t l i n e d  b e f o r e  wou ld  do two 
t h ings .  I n s t e a d  of a n e g a t i v e  l i m i t a t i o n . a l o n e ,  i t  wou ld  (a) l i m i t  the  
l e v e l  of p r o c u r e m e n t  of c o n t r o l l e d  m a t e r i a l s  by the  m a n u f a c t u r e r s  of 
tha t  p r o d u c t  to tha t  p e r c e n t a g e  of the  b a s e  w h i c h  I m e n t i o n e d  and (b) 
p o s i t i v e l y  give  t h o s e  m a n u f a c t u r e r s  a d e v i c e  to be ab le  to get  up to t ha t  
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l e v e l  t h r o u g h  the  a u t h o r i z a t i o n  to p l a c e  w h a t  we  c a l l  ACM,  o r  
A u t h o r i z e d  C o n t r o l l e d  M a t e r i a l ,  o r d e r s  f o r  c o n t r o l l e d  m a t e r i a l s  and  
r a t e d  o r d e r s  f o r  the  r e m a i n d e r  of the  m a t e r i a l s  and  produc . t s  t h e y  n e e d .  

So in  a n s w e r  to y o u r  q u e s t i o n ,  the  t h o u g h t  i s  tha t  a l i m i t a t i o n  be  
e s t a b l i s h e d  f o r  a l l  p h a s e s  of the  n o n m i l i t a r y  e c o n o m y  w h i c h  use  the  
b a s i c  m e t a l s  r e q u i r e d  f o r  the  m i l i t a r y  h a r d - g o o d s  p r o g r a m .  

QUESTION:  As  I r e m e m b e r ,  M r .  T r u p p n e r ,  j u s t  b e f o r e  we  w e n t  
in to  W o r l d  W a r  II ,  m a n y  of the  m a n u f a c t u r e r s  f e a r e d  a. c o n t r o l l e d  
m a t e r i a l s '  p l an  on  two c o m m o d i t i e s  in  p a r t i c u l a r  tha t  We a r e  s t i l l  pay -  
i ng  f o r - - s u g a r  and  co f f ee .  Co f f ee  w e n t  up s o m e  500 p e r c e n t ;  s u g a r  
n e a r l y  d o u b l e d .  W o u l d n ' t  the  s a m e  th ing  o c c u r  n o w ?  W o u l d n ' t  ' 
m a n u f a c t u r e r s  s t a r t  h o a r d i n g ,  and  p r i c e s  r i s e  sky  h igh ,  f e a r i n g  s u c h  a 
p l an ,  if i t  w e r e  o p e n l y  k n o w n  tha t  t h i s  n e g a t i v e  type  of c o n t r o l  w a s  c o m i n g  
in  the  f u t u r e  ? 

MR.  T R U P P N E R :  I h a v e  h e a r d  tha t  po in t  of v i e w  e x p r e s s e d  b e f o r e .  
I c a n ' t  s a y  tha t  i t  i s  w h o l l y  w i t h o u t  m e r i t .  My own  v i e w  is  t ha t  in  the  
f o r c e  of a c o m p e t i t i v e  e c o n o m y  w h i c h  i s  o p e r a t i n g  a s  w e  a r e  t o d a y ,  
e n t i r e l y  on the  b a s i s  of p e a c e t i m e  f o r c e s  of supp ly  and  d e m a n d ,  o u t s i d e  
the  m i l i t a r y  a r e a ,  in  t ha t  k ind  of an  e c o n o m y  the  m a n u f a c t u r e r s  who  
a n t i c i p a t e  the  e s t a b l i s h m e n t  of t h i s  k ind  of c o n t r o l b y  h o a r d i n g  a r e  l i k e l y  
to be  b a n k r u p t  b e f o r e  the  con t r61  i s  e s t a b l i s h e d .  I t h ink  the  p r o f i t - a n d -  
l o s s  s ta temen% u n d e r  c u r r e n t  c o n d i t i o n s  wou ld  be  a v e r y  m u c h  s t r o n g e r  
c o m p e l l i n g  f o r c e  in d e t e r m i n i n g  p u r c h a s e  p r a c t i c e  t h a n  the  p o s s i b i l i t y  
of a c o n t r o l .  

I m i g h t  s a y  t ha t  I th ink  t h e r e  a r e  v e r y  few m a n u f a c t u r e r s  in  the  
c o u n t r y  t o d a y  who  w o u l d  o p e r a t e  on the  a s s u m p t i o n  t ha t  in  the  e v e n t  
of an  M - d a y  we w o u l d  not  h a v e  a s y s t e m  of c o n t r o l s  e s t a b l i s h e d .  A l l  
I a m  do ing  in  e f f e c t  i s  t r y i n g  to d e s c r i b e  the  d e v e l o p m e n t  of a p a r t i c u l a r  
s e t  of t e c h n i q u e s  r a t h e r  t han  e s t a b l i s h  an  o b j e c t i v e  in  i t s e l f ,  w h i c h  I 
t h ink  a l r e a d y  e x i s t s .  

QUESTION:  I n  the  p a s t  m a n y  of o u r  m a n u f a c t u r e r s  h a v e  s h o w n  
c o n s i d e r a b l e  i n g e n u i t y  in  s u b s t i t u t i n g  l e s s  c r i t i c a l  m a t e r i a l s  f o r  m o r e  
c r i t i c a l  and  in  c h a n g i n g  t h e i r  p r o c e s s e s  to get  m o r e  end  p r o d u c t s  out  
of a g i v e n  a m o u n t  of m a t e r i a l .  Of fhand  i t  a p p e a r s  t ha t  the  s y s t e m  you  
p r o p o s e  w o u l d  o f f e r  l i t t l e  i n c e n t i v e  f o r  t ha t  k ind  of p r o g r e s s .  W o u l d  
you  c o m m e n t  on t ha t  f a c t o r  ? 
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MR, T R U P P N E R :  My c o m m e n t  wou ld  b e  t h i s :  In a l l  the  e n d -  
i t e m  p r o d u c t i o n  a r e a s ,  the  t e c h n i q u e  of c o n t r o l  u n d e r  t h i s  p r o p o s a l  
and  u n d e r  p a s t  p r o p o s a l s  wou ld  be i d e n t i c a l ;  n a m e l y ,  in  the  c r i t i c a l  
m a t e r i a l s  t h e y  w o u l d  be g iven  a c e r t a i n  t o n n a g e  a u t h o r i z a t i o n  wi th  
in  e f f ec t  a c o m p l e t e  r i gh t ,  and  r e s p o n s i b i l i t y ,  even ,  to  m a k e  as  m a n y  
of the  t h ings  t h e y  m a k e  out  of t ha t  as  p o s s i b l e .  Tha t  i s  c h a r a c t e r i s t i c  
o f  CMP,  of DMS, and  of t h i s  p r o p o s a l - - t h e y  a r e  i d e n t i c a l .  

In the  c o m p o n e n t  i n d u s t r i e s  I th ink  y o u r  o b s e r v a t i o n  i s  a c o r r e c t  
one .  H o w e v e r ,  the  to t a l  t ake  of the  g e n e r a l  c o m p o n e n t  i n d u s t r i e s  
I th ink  i s ,  (a) not  l a r g e  enough  so tha t  the  a d m i t t e d  e f f ec t  in  tha t  a r e a  
i s  b ig  enough  to o v e r c o m e  the  a d v a n t a g e s  of t h i s  a p p r o a c h  and  (b} the  
fac t  t h a t  we h a v e  no t  d e n i e d  o u r s e l v e s  the  r i g h t  to i s s u e  the  k i n d  of 
c o n s e r v a t i o n  m e a s u r e s  we h a v e  in  the  p a s t  to a c c o m p l i s h  the  s a m e  
o b j e c t i v e .  T h e s e  cou ld  be  m a d e  a p p l i c a b l e  to the  c o m p o n e n t  i n d u s t r i e s .  

Q U E S T I O N :  You m e n t i o n e d  wha t  you t e r m e d  s t a t i s t i c a l  p r o d u c t i o n  
m a t e r i a l - u s e  r a t i o s .  I t  o c c u r s  to m e  if  y o u  a r e  go ing  to u s e  r a t i o s  
you w i l l  have  to b r e a k  down the  m a t e r i a l s  in to  the  c o m p o n e n t  e l e m e n t s .  
I t  s e e m s  tha t  in  d e f i n i n g  and  s u p p o r t i n g  and  e s t a b l i s h i n g  r a t i o s ,  you  a r e  
go ing  to ge t  in to  a t e r r i f i c  s e m a n t i c s  p r o b l e m ,  in  s a y i n g  "What  i s  
s t e e l ? "  I can  u s e  a good e x a m p l e .  It  m a y  be  the  w r o n g  t i m e ,  but  the  
l i q u o r  i n d u s t r y  ha s  had  to  u s e  the  p r o o f  ga l lon  as  an e s t a b l i s h e d  s t a n d a r d .  
Would  you  c a r e  to c o m m e n t  on tha t  ? 

MR. T R U P P N E R :  F i r s t  I wan t  to o b s e r v e  tha t  y o u r  e x a m p l e  i s  a 
s u b j e c t  wi th  w h i c h  I a m  m u c h  b e t t e r  a c q u a i n t e d  t h a n  the  one I a m  t a l k i n g  
about .  I th ink  in  a n s w e r  to y o u r  q u e s t i o n  I s h o u l d  l ike  to po in t  out  tha t  
we p r e s e n t l y  h a v e  an  o p e r a t i n g  D e f e n s e  M a t e r i a l s  S y s t e m .  The  DMS 
R e g u l a t i o n s  c o n t a i n  v e r y  d e t a i l e d  d e f i n i t i o n s  of the  t h r e e  c o n t r o l l e d  
m a t e r i a l s - - s t e e l ,  c o p p e r ,  and  a l u m i n u m .  S i m i l a r  d e f i n i t i o n s  wou ld  have, 
to be  w o r k e d  out  and  i n c l u d e d  in  the  s t andby  d i r e c t i o n s  fo r  c i v i l i a n  p r o -  
d u c t s .  

QUESTION:  Mr .  T r u p p n e r ,  I g a t h e r  f r o m  y o u r  d i s c u s s i o n  tha t  
y o u r  p l a n n i n g  a s s u m e s  tha t  i f  m a t e r i a l s  a r e  a v a i l a b l e ,  the  end  i t e m s  
wi l l  b e  p r o d u c e d  and the  m a t e r i a l  w i l l  be  the  r e a l l y  s h o r t  f a c t o r - - t h e  
l e a s t  c o m m o n  d e n o m i n a t o r ,  so  to speak .  Wha t  about  the  q u e s t i o n  of 
m a n p o w e r ,  p lan t  and e q u i p m e n t ,  and  so o n ?  We have~'been s t u d y i n g  
about  the  v e r y  s h o r t  supp ly  t h e r e  i s  go ing  to  be. 

\ 
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MR. T R U P P N E R :  The  r e a s o n  I s t r e s s e d  m a t e r i a l s  i s  not  
b e c a u s e  t hey  n e c e s s a r i l y  r e p r e s e n t  in  a l l  c a s e s  the  l i m i t i n g  r e s o u r c e s ,  
but  s i m p l y  b e c a u s e  the U n i t e d  S t a t e s ,  b e i n g  the  k ind  of a d e m o c r a t i c  
n a t i o n  tha t  i t  i s ,  h a s  not  d i r e c t l y  c o n t r o l l e d  the f low of m a n p o w e r  a n d  
s k i l l e d  p e r s o n n e l .  The w a y  we  m o v e  m a n p o w e r  a r o u n d  i s  by u s i n g  the  
m a t e r i a l s  and  the  p r o d u c t i o n  c o n t r o l  s y s t e m  as  a d e v i c e  to c r e a t e  the  
c o n d i t i o n  in w h i c h  the  m a n p o w e r  w o u l d  m o v e  by  i t s e l f .  So, if  y o u  h a v e  
500 s k i l l e d  w o r k e r s  at  the  E l e c t r i c  Toy  T r a i n  p lan t  in  W a s h i n g t o n  and  
you  n e e d  500 s k i l l e d  w o r k e r s  in  a n e a r b y  s h i p y a r d ,  and  we  w o u l d  l i ke  
v e r y  m u c h  to h a v e  t h o s e  w o r k e r s  m o v e  f r o m  the  t r a i n  p lan t  to the  
s h i p y a r d ,  we  d o n ' t  f o r c e  t h e m  to m o v e .  What  we do i s  to cu t  off the  
s u p p l y  of m a t e r i a l s  f o r  m a k i n g  e l e c t r i c  t r a i n s  and  the  w o r k e r s  h a v e  a 
s t r o n g  m o t i v a t i o n  to b e g i n  w o r k  at  the  s h i p y a r d .  The  p r o d u c t i o n  
c o n t r o l  s y s t e m  i s  b a s i c a l l y  t h e  G o v e r n m e n t ' s  d e v i c e  f o r  e s t a b l i s h i n g  
p r o g r a m  l e v e l s  a t  m a x i m u m  f e a s i b l e  l e v e l s ,  and  m a n y  of the  o t h e r  
r e s o u r c e s  f low to t h o s e  a u t h o r i z e d  p r o g r a m s  w i t h o u t  the n e c e s s i t y  of 
d i r e c t  G o v e r n m e n t  c o n t r o l .  

QUESTION:  M r .  T r u p p n e r ,  i t  s e e m s  to m e  tha t  you  m a y  r u n  in to  
c o n s i d e r a b l e  d i f f i c u l t y  in  y o u r  m a t e r i a l s  c o n t r o l  if  you  h a v e  m a j o r  
s l i p p a g e s  in  c o m p o n e n t  o r  s u b a s s e m b l y  p r o g r a m s .  How w o u l d  you  
a c c o m m o d a t e  f o r  t ha t  ? 

NIR. TRUPP1NER:  I t h ink  I h a v e  to  a n s w e r  tha t  in r a t h e r  a n e g a t i v e  
way ;  n a m e l y ,  t ha t  the  a l t e r n a t i v e  to the  a p p r o a c h  tha t  I o u t l i n e d  is  f o r  
the  G o v e r n m e n t  to i n t e r v e n e  d i r e c t l y  in  the  l e v e l s  of c o m p o n e n t  p r o d u c -  
t i o n - - i n  e s t a b l i s h i n g  the  l e v e l  of SKF b a l l - b e a r i n g  o p e r a t i o n ,  fo r  
e x a m p l e ,  - d i r e c t l y  f r o m  W a s h i n g t o n .  I t h ink  I s h o u l d  l ike  to t u r n  the  
q u e s t i o n  a r o u n d  and  s a y  tha t  w h a t  o c c u r s  i s  t ha t  w e  p e r m i t  the  f low of 
a u t h o r i z e d  o r d e r s  t h r o u g h  the  i n d u s t r i a l  s y s t e m  to d e t e r m i n e  tha t  l e v e l  
of b a l l - b e a r i n g  p r o d u c t i o n ,  r a t h e r  t h a n  h a v i n g  i t  done  f r o m  W a s h i n g t o n .  
I b e l i e v e  the  p r o p o s a l  w o u l d  m a k e  a b ig  a d v a n c e  in  d e a l i n g  w i th  tha t  
k i n d  of s l i p p a g e ,  b e c a u s e  I d o n ' t  t h ink  we  a r e  s m a r t  e n o u g h  to c a l c u l a t e  
t h e m  h e r e ,  and  t h a t  i s  w h a t  we  h a v e  b e e n  t r y i n g  to do. So I s a y  a s  
c o m p a r e d  wi th  the  a l t e r n a t i v e s ,  t h i s  d e a l s  m o r e  e f f e c t i v e l y  with  the  
p r o b l e m .  

QUESTION: How do you propose to police the program so, for 
instance, you don't find duplicate orders on different subcontractors ? 

MR. T R U P P N E R :  You  h a v e  to p o l i c e  th i s  p r o g r a m  in p r e c i s e l y  
the  s a m e  way  as  we h a v e  p o l i c e d  t h o s e  in  the  pas t ;  n a m e l y ,  i s s u e  a 
s e t  of g e n e r a l  r e g u l a t i o n s ;  i n d i c a t e  the  k i n d s  of t h i n g s  i n d u s t r y  i s  
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s u p p o s e d  to do and  not  s u p p o s e d  to do; and  t h e n  r e l y  on i n d u s t r y  to 
fo l low the  r u l e s  and  m a k e  p o s t f a c t o  c h e c k s  to s e e  tha t  t h e r e  a r e  no 
c h i s e l e r s .  I w o u l d  s a y  on the  w h o l e  tha t  f o r  the  d i s h o n e s t  m a n  t h e r e  
n e v e r  w a s  a m a t e r i a l s  c o n t r o l  s y s t e m  i n v e n t e d  tha t  w o u l d  s top  h i m  
f r o m  b e i n g  d i s h o n e s t .  F o r  the  o v e r w h e l m i n g  bu lk  of p r i v a t e  i n d u s t r y ,  
I d o n ' t  th ink  we h a v e  a p r o b l e m  in  h o n e s t y .  I t h ink ,  i f  w h a t e v e r  s y s t e m  
we d e v i s e  i s  r e a s o n a b l e  and  p e r m i t s  i n d u s t r y  to o p e r a t e  in  a s e n s i b l e  
way ,  we  w i l l  ge t  c o m p l i a n c e .  

QUESTION: How is  the  G o v e r n m e n t  go ing  to s t a y  out  of d e a l i n g  
wi th  c o m p o n e n t  m a n u f a c t u r e r s  w h e n  abou t  30 p e r c e n t  of o u r  G o v e r n m e n t  
p r o c u r e m e n t  p r o g r a m s  d e a l  w i th  c o m p o n e n t s  w h i c h  in  t h e m s e l v e s  a r e  
p u r c h a s e d  end  i t e m s - - l i k e  t i r e s ,  b a t t e r i e s ,  c a r b u r e t o r s ,  g e n e r a t o r s ,  
and  v a r i o u s  o t h e r  t h i n g s  w h i c h  go in to  o u r  supp ly  s y s t e m  a s  end  i t e m s  ? 
We d o n ' t  d e a l  w i th  the  t r u c k  m a n u f a c t u r e r s  o r  the  t ank  m a n u f a c t u r e r s ;  
we  d e a l  wi th  one  of the  c o m p a n i e s  d i r e c t l y .  

MR. T R U P P N E R :  I h a v e  to a n s w e r  t ha t  q u e s t i o n  by s a y i n g  we  a r e  
not  go ing  to s t a y  out  of i t  a t  a l l .  I n  f ac t  we  a r e  not  go ing  to s t a y  out  of 
i t  any  m o r e  t h a n  we  h a v e  in  the  pas t .  We  s i m p l y  c a n ' t .  The  one  p h a s e  
of o u r  d e a l i n g s  I w a n t  to  l i m i t  m y  r e f e r e n c e  to  i s  t h i s  p i e c e  of p a p e r  
t h a t  e m e r g e s  f r o m  W a s h i n g t o n  t ha t  t e l l s  a p a r t i c u l a r  m a n u f a c t u r e r  of 
c o m p o n e n t s  w h a t  h i s  p r o d u c t i o n  s c h e d u l e  i s  go ing  to be  s i x  m o n t h s  h e n c e .  
The  bu lk  of t ha t  p r o d u c t i o n  i s  f o r  p r i v a t e  a c c o u n t  o r  s d b c o n t r a c t s .  I t  
i s  t ha t  p h a s e  I w a n t  to s t a y  o u t  of; bu t  no o t h e r  p h a s e .  

QUESTION: M r .  T r u p p n e r ,  I a m  qu i te  g l ad  to s e e  tha t  a lo t  of 
e f f o r t  i s  b e i n g  m a d e  on t h i s  C M P  c o n t r o l .  I a m  qu i te  i n t e r e s t e d  in  
t h i s  pha~e  of the  a c t i v i t y  and  I a m  s u r e  y o u r  c o m m i t t e e  h a s  c o n s i d e r e d  
a l l  po in t s  on i t .  I w o u l d  l i ke  to know y o u r  t h i n k i n g  on it .  The  c o m -  
p l e x i t y  a n d  the  t e c h n o l o g i c a l  a d v a n c e m e n t s  of w e a p o n s  of w a r  s e e m  t o  
be  p l a c i n g  u s  a p a r t  f r o m  the  c a p a b i l i t y  of i n d u s t r y .  The.. b r o a d  b a s e  
on w h i c h  we  a r e  now no l o n g e r  p e r m i t t e d  to p l a c e  o u r  c a p a b i l i t y  o r  
p r e p a r e d n e s s  i s  s h r i n k i n g  to a b a s e  w h e r e  the  c a p a c i t y  to b u i l d  the  
c o m p o n e n t s ,  l i k e  the  m i n i a t u r i z e d  b a l l  b e a r i n g s ,  the  m i n i a t u r i z e d  
v a c u u m  t u b e s ,  and  o t h e r  t h i n g s ,  w i l l  be  n o n e x i s t e n t  in  s u f f i c i e n t  
q u a n t i t y  to m e e t  the  n e e d .  T h e r e f o r e ,  i t  s e e m s  to  m e  t ha t  t h e r e  i s  
a l a c k  s o m e w h e r e - - p e r h a p s  y o u  h a v e  not  h a d  t i m e  to c o v e r  t h a t - - o f  
a d i r e c t  c o n t r o l  a t  the  v e r y  l o w e s t  l e v e l  of the  s u b - s u b - s u b c o m p o n e n t  
m a n u f a c t u r e r s  of t h o s e  v e r y  c r i t i c a l  c o m m o n  i t e m s  to a l l  the  s e r v i c e s  
t ha t  in  W o r l d  W a r  II  s t o p p e d  u s ,  and  in  the  K o r e a n  W a r  s t o p p e d  us .  
How c a n  we  e x p e c t  t h i s  n e w  s y s t e m  to p r e v e n t  o u r  b e i n g  s t o p p e d  a g a i n  ? 
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M R .  T R U P P N E R :  F i r s t ,  l e t  m e  s a y  t h i s  n e w  s y s t e m  w i l l  n o t  
s o l v e  t h a t  p r o b l e m .  I t  i s  n o t  d e s i g n e d  to  do  i t .  H o w e v e r ,  t h e r e  i s  
a n o t h e r  p h a s e  o f  o u r  w h o l e  p r o g r a m  w h i c h  I m u s t  a d m i t  h a s  b e e n  in  
s o m e w h a t  o f  a q u i e s c e n t  s t a t e  i n  r e c e n t  m o n t h s  b u t  w h i c h  i s  n o w  b e i n g  
r e a c t i v a t e d .  T h a t  i s  t h e  d i r e c t  a t t e n t i o n  w h i c h  I a m  q u i t e  c o n f i d e n t  
w i l l  b e  p a i d  to  t h e  b o t t l e n e c k  c o m p o n e n t  i t e m s  to  t h e  e x t e n t  t h a t  w e  a r e  
a b l e  t o  d e t e c t  t h e m  i n  a d v a n c e .  E m p h a s i s  i s  l a i d  o n  m i l i t a r y  n e e d s  
w h e r e ,  i n c i d e n t a l l y ,  o u r  a b i l i t y  t o  d e t e c t  i s  n o t  t o o  b a d .  

A s  y o u  k n o w ,  t h e r e  a r e  s o m e  3 0 - o d d  j o i n t  t a s k  g r o u p s  in  t h e  
D e p a r t m e n t s  o f  D e f e n s e  a n d  C o m m e r c e  w o r k i n g  w i t h  t h e  i n d u s t r i e s  
i n v o l v e d  to  s u p p l e m e n t  o u r  p r o d u c t i o n  c a p a c i t y  f o r  t h e  b o t t l e n e c k  
i t e m s  b y  w h a t e v e r  G o v e r n m e n t  i n s t r u m e n t  i s  m o s t  a p p r o p r i a t e  t<~ g e t  
t h e  i n c r e a s e  i n  c a p a c i t y .  

C O L O N E L  B A R N E S :  M r .  T r u p p n e r ,  y o u  h a v e  c e r t a i n l y  d i s p r o v e d  
t h e  g e n e r a l  u n d e r s t a n d i n g  t h a t  o n c e  a m a n  c r e a t e s  o n e  s y s t e m  h e  i s  
b l i n d  to  s u g g e s t i o n s  t o  c h a n g e  o r  i m p r o v e  i t .  T h i s  p r o g r a m  y o u  h a v e  
d e s c r i b e d  i s  n e w  to  u s .  B u t  i t  s e e m s  to  b e  s o  s i m p l e  a n d  e f f e c t i v e  
t h a t  I a m  s u r e  i t  i s  g o i n g  to  g i v e  u s  a g r e a t  d e a l  o f  b a s i s  f o r  t h i n k i n g  
a b o u t  a n d  f o l l o w i n g  u p .  T h a n k  y o u  v e r y  m u c h  f o r  c o m i n g  o v e r  h e r e  t h i s  
~ n o r n i n g .  

M R .  T R U P P N E R :  T h a n k  y o u .  
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