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C A P T A I N  M c C A F F R E E :  G e n e r a l  Niblo,  l a d i e s ,  and g e n t l e m e n :  
The  d e v e l o p m e n t  of the t h e r m o n u c l e a r  weapon  has  b r o u g h t  wi th  i t  the  
p r o b l e m  of the c o n t i n u i t y  of p r o d u c t i o n  u n d e r  a t t a c k  c o n d i t i o n s .  It 
h a s  b r o u g h t  h o m e  to us  m o r e  than  b e f o r e  the a b s o l u t e  e s s e n t i a l i t y  of 
p r e a t t a c k  p l ann ing .  The  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 i n i s t r a t i o n  
has  as  i ts  m i s s i o n  the p r e p a r a t i o n  of t h e s e  p l a n s .  

O u r  s p e a k e r ,  M r .  W i l l i a m  E. H a i n e s ,  is  A s s i s t a n t  D e p u t y  
A d m i n i s t r a t o r  of the 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 i n i s t r a t i o n  
(BDSA). He b r i n g s  to th is  p l a t f o r m  today  the p l a n n i n g  and the ex-  
p e r i e n c e  w h i c h  o u r  G o v e r n m e n t  is  do ing  to take  c a r e  of an  a t t a c k  if  
and when  it c o m e s .  

M r .  H a i n e s ,  i t  is  m y  p l e a s u r e  to w e l c o m e  you to th i s  p l a t f o r m  
and to p r e s e n t  you to the s t uden t  body  of the I n d u s t r i a l  C o l l e g e .  

MR.  HAINES;  T h a n k  you,  C a p t a i n  M c C a f f r e e .  G e n e r a l  Niblo,  
f a c u l t y  m e m b e r s ,  s t u d e n t s ,  and  g u e s t s :  I am s u r e  tha t  d u r i n g  the  
c o u r s e  of the y e a r  you s p e n d  h e r e  at  the  I n d u s t r i a l  C o l l e g e  you h e a r  
a g r e a t  m a n y  f ine  s p e e c h e s  by t o p - f l i g h t  s p e a k e r s  and e x p e r t s  on a 
n u m b e r  of v e r y  i n t e r e s t i n g  and p e r t i n e n t  s u b j e c t s .  The  n o r m a l  c u r v e  
of d i s t r i b u t i o n  b e i n g  wha t  it  i s ,  h o w e v e r ,  you m u s t  have  r e a l i z e d  t h e r e  
wou ld  be  m o r n i n g s  l ike  t h i s .  

The  a s s i g n e d  t i t l e  of m y  r e m a r k s ,  " P l a n n i n g  f o r  W a r  P r o d u c t i o n ,  
i s  i n d e e d  a b ig  one .  And, I wou ld  l ike  at the o u t s e t  to d i s q u a l i f y  m y -  
s e l f  as  b e i n g  in  any  way  a p l a n n e r - - m u c h  l e s s  an  e x p e r t  in  so  c o m -  
p l i c a t e d  a b u s i n e s s .  I did,  h o w e v e r ,  have  s o m e t h i n g  to do wi th  i t  in  
the W a r  P r o d u c t i o n  B o a r d  (WPB) and l a t e r  d u r i n g  the K o r e a n  W a r .  
I s aw  s o m e  of the g r o w i n g  p a i n s  tha t  w e r e  e x p e r i e n c e d  in  the  u l t i m a t e  
d e v e l o p m e n t  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  (CMP) and s o m e  of the  
o t h e r  s u b s i d i a r y  p r o b l e m s  in  a w a r  in  w h i c h  the h o m e l a n d  w a s  s p a r e d  
f r o m  a t t a ck .  

But  I shou ld  t e l l  you  tha t  I have  b e e n  g i v e n  the l i b e r t y  to r e d u c e  
the v a s t  s u b j e c t  of p l a n n i n g  fo r  w a r  p r o d u c t i o n  to the  p r a c t i c a l  l i m i t s  
of s o m e  of the th ings  we w e r e  doing at BDSA. So, wi th  y o u r  p e r m i s s i o n ,  
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I should like very briefly to touch upon some purely personal views 
on the s u b j e c t .  

P l a n n i n g  f o r  w a r  p r o d u c t i o n  is as  b r o a d  a n d  i n t r i c a t e  as  is  the  
A m e r i c a n  i n d u s t r i a l  c o m p l e x  i t s e l f .  I wou ld  not  p r e s u m e ,  n o r  do I 
have  the  c o m p e t e n c e ,  to d i s c u s s  th i s  c o m p l i c a t e d  p r o b l e m  in a l l  i t s  
d i v e r s e  r a m i f i c a t i o n s .  M a n y  a g e n c i e s ,  p u b l i c  and p r i v a t e ;  have  a h a n d  
in  i t - - G o v e r n m e n t ,  t h r o u g h  i t s  m a n y  a g e n c i e s  c o n c e r n e d  wi th  p o l i c y -  
m a k i n g ,  p r o c u r e m e n t ,  and m a t e r i a l s  a l l o c a t i o n s ,  to n a m e  a few;  
p r i v a t e  i n d u s t r y ;  l a b o r ;  the  c o l l e g e s ;  r e s e a r c h  and t e s t i n g  o r g a n i z a t i o n s ;  
and m a n y  o t h e r s .  E a c h  has  i t s  r o l e  to p l ay .  What  e a c h  does  m u s t  
c o m p l e m e n t  the o t h e r .  

Mos t  of us h e r e  in W a s h i n g t o n  do not  p r o d u c e  a n y t h i n g  v e r y  
t a n g i b l e .  As a m a t t e r  of fac t ,  a c c o r d i n g  to s o m e  of o u r  c r i t i c s ,  we 
don ' t  p r o d u c e  a n y t h i n g  at a l l .  We do, it  s e e m s ,  d e a l  a l m o s t  e n t i r e l y  
wi th  a b s t r a c t i o n s .  I r e c a l l h e a r i n g  S e c r e t a r y  of the  Navy F o r r e s t a l  s a y  
d u r i n g  W o r l d  W a r  H tha t  in  d e a l i n g  as  we do wi th  a b s t r a c t i o n s ,  we 
shou ld  get  out  m o r e  of ten  w h e r e  p e o p l e  a r e  m a k i n g  t h i n g s .  

So, in  d i s c u s s i n g  the p r o b l e m  of p l a n n i n g  f o r  w a r  p r o d u c t i o n ,  one  
m u s t  r e a l i z e  tha t  the k ind of a n s w e r s  you wou ld  ge t  to s o m e  of the  
p r o b l e m s  wou ld  be  qui te  d i f f e r e n t  if the  s a m e  q u e s t i o n s  w e r e  put  to any  
one of s e v e r a l  d i f f e r e n t  p e o p l e :  the C h a i r m a n  of the J o i n t  C h i e f s  of 
Staff, an O r d n a n c e  p r o c u r e m e r l t  o f f i c e r ,  a r e s e a r c h  e n g i n e e r  in G e n e r a l  
E l e c t r i c ,  Du Pon t ,  o r  Boe ing ,  a p lan t  m a n a g e r ,  the  D i r e c t o r  of ODM, 
a M e m b e r  of C o n g r e s s ,  o r  y e s ,  e v e n  " R o s i e  the  r i v e t e r . "  

Obv ious ly ,  the G o v e r n m e n t  has  a v i t a l  r o l e  to p l a y  in  the b u s i n e s s  
of a n t i c i p a t i n g  the  job in  p r o d u c i n g  fo r  w a r .  

F i r s t ,  i t  m u s t  f o r e c a s t  to the b e s t  of i t s  ability the  c a p a b i l i t i e s  
and p r o b a b l e  s t r a t e g y  of a p o t e n t i a l  e n e m y ,  and f r o m  a p r o d u c t i o n  
s t andpo in t ,  the k ind of l o g i s t i c  s u p p o r t  r e q u i r e d  to win  w h e n  the c h i p s  
a r e  down.  

Second ,  i t  m u s t  a s s e s s  the  p r o d u c t i v e  c a p a b i l i t i e s  of t h i s  N a t i o n  
in  t e r m s  of i t s  ab i l i t y  to m e e t  not  on ly  the  i n s a t i a b l e  d e m a n d s  of the 
m i l i t a r y ,  but  a l s o  the m i n i m u m  e s s e n t i a l  n e e d s  of the d e f e n s e -  
s u p p o r t i n g  e c o n o m y - - a  d e f e n s e - s u p p o r t i n g  e c o n o m y  w h i c h  in  a l l  p r o b -  
ab i l i t y  wou ld  s u f f e r  a s t a t e  of shock ,  p a r a l y s i s ,  and r e d u c e d  p r o d u c t i v e  
c a p a c i t y .  
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T h i r d ,  i t  m u s t  d e t e r m i n e  in  s p e c i f i c  and d e t a i l e d  t e r m s  ju s t  wha t  
wou ld  be n e e d e d ,  how m u c h ,  when ,  and w h e r e .  It m u s t  be  r e a d y  to 
p h a s e ,  c o o r d i n a t e ,  e x p e d i t e ,  r e h a b i l i t a t e ,  and,  y e s ,  i n t e g r a t e  (I 
c o u l d n ' t  o v e r l o o k  tha t  one) .  

And,  fou r th ,  in  the  a t o m i c  age ,  it  m u s t  m a i n t a i n  a p o s t u r e  of 
f l e x i b i l i t y  no t  e x p e r i e n c e d  o r  e v e n  r e q u i r e d  in o t h e r  w a r s .  It m u s t  be  
r e a d y  at  a l l  t i m e s  to ob ta in  and a s s e s s  a t t a c k  d a m a g e  i n f o r m a t i o n - -  
r a p i d l y  and  a c c u r a t e l y .  It m u s t  be  p r e p a r e d  to sh i f t  o v e r n i g h t  the  e m -  
p h a s i s  and  r e q u i r e m e n t s  f o r  whole  p r o g r a m s .  It m u s t  be  p r e p a r e d  to 
cope  wi th  a whole  new se t  of p r o d u c t i o n  p r o b l e m s  and d i f f i c u l t i e s  t ha t  
wou ld  m a k e  the W P B  m i s s i o n  in  W o r l d  W a r  H s e e m  a l m o s t  l ike  a w a r  
g a m e .  And in  an  a t o m i c  w a r ,  w h e r e  the h o m e l a n d  is  c e r t a i n  to be  a 
b a t t l e g r o u n d ,  it  m u s t  d e a l  wi th  the new and s t a g g e r i n g  p r o b l e m s  in -  
v o l v e d  in  the  con t i nu i t y ,  c o n v e r s i o n ,  and r e c u p e r a t i o n  of e s s e n t i a l  
p r o d u c t i o n  and  d e f e n s e - s u p p o r t i n g  f a c i l i t i e s ,  and c o u n t l e s s  s u b s i d i a r y  
p r o b l e m s .  And,  as  if tha t  w e r e  not  enough,  i t  m u s t ,  in  add i t ion ,  de -  
f end  i t s e l f  a g a i n s t  tha t  s ix th  c o l u m n - - i n f l a t i o n .  

A l l  of t h e s e  th ings  wh ich  the G o v e r n m e n t  m u s t  do in t i m e  of w a r  
a r e  bu t  i n d i r e c t  p a r t s  of w a r  p r o d u c t i o n ,  s u b s i d i a r y  to the b u s i n e s s  
of m a k i n g  t h i n g s .  T h e y  a r e  s i m p l y  the d i r e c t i n g  and c o o r d i n a t i n g  in -  
f l u e n c e s  to ac t s  of m a k i n g  t h i n g s .  

We in  BDSA b e l i e v e  tha t  an i m p o r t a n t  p a r t  of the job of w a r  p r o -  
d u c t i o n  p l a n n i n g  r e s t s  wi th  the  o w n e r s  and m a n a g e r s  of the N a t i o n ' s  
g r e a t  i n d u s t r i a l  e n t e r p r i s e s .  F o r  i t  is  in t h e i r  l a b o r a t o r i e s  and w o r k -  
s h o p s  w h e r e  m a n y  of the  i n c r e d i b l y  e f f i c i e n t  m u n i t i o n s  of w a r  a r e  
e n g i n e e r e d  and  m a d e .  And w i l l  p r o b a b l y  be  t r u e  to a f a r  g r e a t e r  e x t e n t  
in  an a t o m i c  w a r  than  it  was  in  W o r l d  W a r  II, w h e n  i t  soon  b e c a m e  
a p p a r e n t  tha t  o u r  h o m e s  and f a c t o r i e s  would  not  b e c o m e  the o b j e c t s  of 
d i r e c t  a t t a c k .  I t  i s  o u r  job in C o m m e r c e  to s t i m u l a t e  i n d u s t r y  to f a c e  
up to new and g r e a t  r e s p o n s i b i l i t y  of m a n a g e m e n t .  Tha t  job is  c o m -  
pLica ted  by  the sh i f t i ng  s a n d s  of d a y - t o - d a y  w o r l d  t e n s i o n s ,  p a r t i c u l a r l y  
in  th i s  f i e r c e l y  c o m p e t i t i v e  p e r i o d  w h e n  b u s i n e s s m e n  p r e f e r  to devo t e  
t h e m s e l v e s  to c u r r e n t  p r o d u c t i o n  p r o b l e m s  r a t h e r  t han  l ay  p l a n s  fo r  
an awfu l  day  w h i c h  t h e y  hope w i l l  n e v e r  c o m e .  

We have  on ly  to look  at  the  a u t o m o b i l e  i n d u s t r y  to s e e  the s u p e r -  
c h a r g e d  c o m p e t i t i v e  a t m o s p h e r e  in  w h i c h  tha t  i n d u s t r y  f inds  i t s e l f .  
And the s a m e  is  t r u e  of v i r t u a l l y  e v e r y  o t h e r  d e f e n s e  i n d u s t r y  t o d a y .  
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It is difficult for us, therefore, to know on what assumption we 

should proceed. I believe the President has said that the cold war 

might last 50 years. We cannot develop a sound program of industrial 
defense by alternating between peaks of fear and valleys of apathy. 
I mention this because it is so important to our daily operations. The 
Department of Commerce has cognizance over a great many industrial 

products--basic materials, components, and end products--products 
used in peace as well as war. 

R e c e n t l y  the  S e c r e t a r y  of S ta te  was  r e p o r t e d  to  h a v e  s a i d  t h a t  in  
h i s  o p i n i o n  the  p r o s p e c t  of a g e n e r a l  w a r  w a s  s o m e w h a t  l e s s  t h a n  i t  
h a d  b e e n  a few y e a r s  b e f o r e .  On  tha t  s a m e  day  a W a s h i n g t o n  p a p e r  
c a r r i e d  a f r o n t  p a g e ,  t w o - c o l u m n  s p r e a d ,  wi th  a p i c t u r e ,  s h o w i n g  the  
NIKE installations icing put in place to protect the city of Washington. 

S e c r e t a r y  of the  A i r  F o r c e  T a l b o t t  was  r e p o r t e d  to  h a v e  s a i d  on 
16 D e c e m b e r - - " W e  m u s t  a l w a y s  r e m e m b e r  t h a i  the  f r e e  w o r l d  h a s  no 
m o n o p o l y  on a t o m i c  d e v e l o p m e n t .  Such  p o t e n t i a l  m e a n s  t h a t  t he  de -  
c i s i v e  p h a s e  of a f u t u r e  g e n e r a l  w a r - - a n d  God h e l p  us  t h a t  i t  n e v e r  
h a p p e n s - - c o u l d  be  f o u g h t  in  the  f i r s t  30 d a y s  to  60 d a y s . "  

One  day  the  b u s i n e s s m a n  r e a d s  abou t  the  a t o m i c  s t a l e m a t e  and  
p e a c e f u l  c o e x i s t e n c e  and  the  n e x t  day  a b o u t  the  F o r m o s a  r e s o l u t i o n .  
And  s o  i t  g o e s .  T h e  p l a n s  we a r e  e n c o u r a g i n g  h i m  to  m a k e  a r e  v o l u n -  
t a r y  and  he  m u s t  be  c o n v i n c e d  of the  w i s d o m  and  f i n a n c i a l  s o u n d n e s s  
of u n d e r t a k i n g  t h e m .  

We must say to industry "Here is a new business risk, a risk which 

is a part of the economics of survival in the atomic age. It is one 
risk you cantt shift to an underwriter. It is a risk for which you must 
be self-insured. " 

In t h i s  who le  m a t t e r  of w a r  p r o d u c t i o n  p l a n n i n g  t h e r e  a r e  c e r t a i n  
t h i n g s  w h i c h  the  G o v e r n m e n t  m u s t  a s s u m e  r e s p o n s i b i l i t y  and  i n i t i a t i v e .  
T h i n g s  w h i c h  r e q u i r e  the  a d o p t i o n  of a n a t i o n a l  p o l i c y  and  w h i c h  r e -  
q u i r e  c o o r d i n a t e  a c t i o n  by  the  G o v e r n m e n t .  T h e  e s t a b l i s h m e n t  of an 
a l l o c a t i o n  s y s t e m  i s  c e r t a i n l y  one .  T h e  s t o c k p i l i n g  of c r i t i c a l  m a t e r i ~ l s  
i s  a n o t h e r .  You  c a n  t h i n k  of a g r e a t  m a n y  o t h e r s  s u c h  as  t a x  a m o r t i -  
z a t i o n ,  p l a n t  e x p a n s i o n  p r o g r a m s  w h i c h  r e q u i r e  c o o r d i n a t e  a c t i o n  
w i th  the  G o v e r n m e n t .  On the  o t h e r  hand ,  t h e r e  i s  an  i m p o r t a n t  a r e a  
in  w h i c h  on ly  the  o w n e r s  and  m a n a g e r s  of t he  i n d u s t r i a l  e n t e r p r i s e s  of 
the  N a t i o n  c a n  do m u c h  abou t .  

4 
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So,  t h e r e f o r e ,  we m u s t  a s k  o u r s e l v e s :  J u s t  w h a t  a r e  we  
p l a n n i n g  f o r t  W h a t  i s  t h e  t i m e  d i m e n s i o n ?  T o  w h a t  e x t e n t  m u s t  we  
p l a y  i t  b y  e a r ?  Do we  u s e  t h e  d a i l y  n e w s p a p e r  h e a d l i n e s  as  o u r  l i -  
b r e t t o  ? If  a t o m i c  w a r  d o e s  c o m e ,  h o w  l o n g  t h e  p a r a l y s i s ?  H o w  l o n g  
t h e  p e r i o d  of  n a t i o n a l  a m n e s i a ?  W h e n  we t a l k  a b o u t  s u c h  t h i n g s  a s  
" c o n t i n u i t y  of  e s s e n t i a l  p r o d u c t i o n ,  " a r e  we  b e i n g  r e a l i s t i c  ? S h o u l d  
i n d u s t r y  m a k e  i t s  p l a n s  on  t he  q u i c k  k n o c k o u t  t h e o r y ,  o r  on  t h e  b a s i s  
o f  a 1 5 - r o u n d  d e c i s i o n 7  W h a t  s h o u l d  i n d u s t r y  b e  t o l d  a b o u t  t h e  n e w  
p r o b l e m s  w i t h  w h i c h  t h e y  w o u l d  b e  f a c e d ?  O v e r s i m p l i f i e d ,  of c o u r s e ,  
t h e  W P B  m i s s i o n  in  W o r l d  W a r  II  w a s  o n e  of d i v i d i n g  up s c a r c e  m a t e r i a l s .  
We s a w  t h e  f r u s t r a t i n g  e v o l u t i o n  f r o m  P D - 1 A ' s  to  t he  P r o d u c t i o n  R e -  
q u i r e m e n t s  P l a n  a n d  u l t i m a t e l y  t h e  C M P .  P r e c i o u s  m o n t h s  w e r e  l o s t  
s i m p l y  b e c a u s e  we  h a d  no t  h a d  e x p e r i e n c e  a l o n g  t h e s e  l i n e s  b e f o r e .  A s  
t o u g h  a s  i t  w o u l d  i n e v i t a b l y  be  in  an  a t o m i c  w a r ,  t h e  p r o b l e m  of  d i v i d i n g  
s c a r c e  a n d  c r i t i c a l  m a t e r i a l s  m a y  b e  w e l l  d o w n  t h e  l i s t  of  o u r  p r o d u c t i o n  
p r o b l e m s .  

C o u l d  w e  s a f e l y  r e l y  u p o n  the  v o l u n t a r y  d i s p e r s i o n  of  c r i t i c a l  
f a c i l i t i e s ?  T h o s e  A c h i l l e s '  h e e l s  of  o u r  i n d u s t r i a l  c o m p l e x ?  

C o u l d  we  r e l y  u p o n  t h e  v o l u n t a r y  t r a n s f e r s  of c r i t i c a l  p r o d u c t i o n  
f r o m  v u l n e r a b l e  p l a n t s  t o  n o n v u l n e r a b l e  p l a n t s  b y  c o m p a n i e s  h a v i n g  
m u l t i p l a n t  f a c i l i t i e s  ? 

C o u l d  we  t a k e  t he  r i s k  of  h a v i n g  i n d u s t r i a l  m a n a g e m e n t  m a i n t a i n  
a l l  o f  i t s  v i t a l  c o r p o r a t e  r e c o r d s  a n d  t e c h n i c a l  k n o w - h o w  in  c r i t i c a l  
t a r g e t  a r e a s  ? 

W o u l d  t h e  G o v e r n m e n t  h a v e  t o  r e q u i r e  t h e  s u r v i v i n g  m a n a g e r s  a n d  
w o r k e r s  o f  d e s t r o y e d  p l a n t s  t o  c o n s o l i d a t e  a n d  r e g r o u p  i n  n e w  l o c a t i o n s 7  

C o u l d  
W a r  II ,  t o  
p r o d u c t i o n  

t h e  G o v e r n m e n t  " b e n d  o v e r  b a c k w a r d ,  " as  i t  d i d  i n  W o r l d  
a s s u r e  " f a i r  a n d  e q u i t a b l e "  a d m i n i s t r a t i o n  of  a l l o c a t i o n  a n d  
c o n t r o l s  ? 

C o u l d  n o n d a m a g e d  i n d u s t r i a l  f a c i l i t i e s  b e  r e q u i r e d  to  p r o d u c e  w h e n  
t h e i r  b u i l d i n g s  and  f a c i l i t i e s  m i g h t  b e  n e e d e d  f o r  t h e  c a r e  a n d  h o s p i t a l i -  
z a t i o n  of  e v a c u e e s ?  

W o u l d  i t  b e  p o s s i b l e  to  m a i n t a i n  a t i g h t ,  c e n t r a l l y  d i r e c t e d ,  p r o d u c -  
t i o n  c o n t r o l  a u t h o r i t y ?  I a m  i n c l i n e d  to  d o u b t  i t .  
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To what  ex ten t  wou ld  a m a s s i v e  r a i d  d i s t o r t  o u r  d e l i c a t e l y  b a l -  
a n c e d ,  i n t e r d e p e n d e n t  i n d u s t r i a l  m a c h i n e ?  How c o u l d  we m a k e  m a x i -  
m u m  u s e  of a r e s i d u a l  e c o n o m y  ? 

I know I have  a s k e d  f a r  m o r e  q u e s t i o n s  than  I have  a n s w e r e d .  T h e y  
a r e  j u s t  a few of the  m a n y  q u e s t i o n s  to which  we m u s t  f ind s o m e  kind 
of a n s w e r s .  O u r  b i g g e s t  job today ,  as I s ee  it, is  to p r o b e  the dep ths  
of the new and s t a g g e r i n g  p r o d u c t i o n  p r o b l e m s  w h i c h  would  e m e r g e  f r o m  
the  rubb l e  and  r a d i o a c t i v e  dus t .  

It is  the a s s i g n e d  r e s p o n s i b i l i t y  of the BDSA to a n t i c i p a t e  s o m e  of 
t h e s e  p r o b l e m s ,  and by c o n s u l t a t i o n  wi th  i n d u s t r y ,  e x p l o r e  and d e v e l o p  
f e a s i b l e  m e a s u r e s  to cope  wi th  t h e m .  The a u t h o r i t y  is d e r i v e d  f r o m  the 
D e f e n s e  P r o d u c t i o n  Act ,  the  S e c u r i t y  Act  of 1950, an a m e n d m e n t  to 
the I n t e r n a l  R e v e n u e  code  and o t h e r  s t a t u t e s .  Whi le  t h e r e  a r e  a g r e a t  
m a n y  f a c e t s  of ou r  d i v e r s e  p r o g r a m s  w h i c h  would  be of c o n s i d e r a b l e  
i n t e r e s t  to you,  I s h a l l  c o n c e r n  m y s e l f  p r i m a r i l y  with  what  we c a l l  
ou r  I n d u s t r i a l  D e f e n s e  P r o g r a m .  

An i m p o r t a n t  p a r t  of the I n d u s t r i a l  D e f e n s e  P r o g r a m  h a s  to do wi th  
the I n d u s t r y  E v a l u a t i o n  B o a r d .  Th i s  i n t e r a g e n c y  B o a r d  w h i c h  w a s  
e s t a b l i s h e d  by  E x e c u t i v e  o r d e r  i s  c o m p r i s e d  of r e p r e s e n t a t i v e s  f r o m  
the  A t o m i c  E n e r g y  C o m m i s s i o n ;  the D e p a r t m e n t  of D e f e n s e ,  C o m m e r c e ,  
and I n t e r i o r ;  and the ODM and the F C D A .  The  C o m m e r c e  D e p a r t m e n t  
p r o v i d e s  the c h a i r m a n  and m o s t  of the s ta f f  w o r k .  The  p u r p o s e  of the 
B o a r d  is  to i den t i fy  and a s s i g n  s e c u r i t y  r a t i n g s  to t h o s e  p r o d u c t s  and 
facilities which are of topmost criticality to national defense. They 
are particularly concerned with products for which there is a shortage 
or near shortage of production capacity. Obviously the Board must 
operate under strict security control for its findings are of great sig- 
nificance to the national defense. 

The  I n d u s t r y  E v a l u a t i o n  B o a r d  m u s t  t ake  in to  consideration a n u m -  
b e r  of f a c t o r s ,  such  as the s i z e  of the f a c i l i t y ,  u n u s u a l  c o n c e n t r a t i o n  
of p r o d u c t i o n ,  a v a i l a b i l i t y  of s u b s t i t u t e  m a t e r i a l s ,  a v a i l a b i l i t y  of s t o c k -  
p i l e ,  p r o b a b l e  c h a n g e  in fu tu r e  r e q u i r e m e n t s ,  to n a m e  a few.  

Tha t  B o a r d  has ,  d u r i n g  the p a s t  t h r e e  o r  f o u r  y e a r s  b e e n  i d e n t i f y -  
ing t h o s e  p r o d u c t s  which ,  as Dr .  F l e m m i n g  has  sa id ,  shou ld  e n a b l e  us 
to put " f i r s t  th ings  f i r s t .  " The p u r p o s e  of t h i s  is  to p r o v i d e  not  on ly  
C o m m e r c e ,  but  m a n y  o t h e r  a g e n c i e s ,  wi th  h i g h l y  u s e f u l  i n f o r m a t i o n .  
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While the BDSA Industrial Defense Program is concerned with 
all defense and defense-supporting industry, particular emphasis is 
placed upon those products and facilities which the Industry Evaluation 
Board has determined to be of topmost criticality. The program is 
directed toward three distinct levels (a) the industrywide level, (b) 
the management, or company level, and (c) the plant, or facility level. 
At present, much of our time is being spent in working closely with 
the top managements of highly important companies in an effort to 
stimulate them to prepare and develop overa II company plans for in- 
dustrial defense--plans involving continuity of management, continuity 
of production, and facilities protection. It is unthinkable that any plans 
for the continuity of production under attack conditions would not include 
as a basic consideration plans for the continuity of management and 
technical know-how. Even though the plant itself may be lost, the sur- 
viving management, down to the plant supervisory level, should have 
a legacy of vital corporate knowledge available to them. Your attention 
is called to the new BDSA pamphlet, "Job for Management, " recently 
prepared by a task group of i0 leading companies. This, we think, 

defines the problem in succinct, clear terms. 

That is the concept on which our program is based. Perhaps 
there has been too much talk about the impossible, about moving whole 
industrial centers lock, stock, and barrel. We believe that dispersion 
is an important objective, of course. We should do all possible to 
stimulate it to the maximum. On the other hand we do not want to see 
industry fail to do many of the so-called "little things" simply because 
.they are frustrated by the roadblock of dispersion. 

One c o m p a n y  a p p r o a c h e d  it  in  th is  way:  T h e y  m a d e  t h r e e  c o l u m n s .  
In the f i r s t  t h e y  l i s t e d  a l l  the l i t t l e  th ings  which  could  and shou ld  be  
d o n e - - a t  r e l a t i v e l y  s m a l l  c o s t - - t h i n g s  which  ought to be done anyway 
as  a m a t t e r  of good m a n a g e m e n t .  In the s e c o n d  they  l i s t e d  t hose  t h ings  
wh ich  would  c o s t  t h e m  s o m e w h a t  m o r e  than  they  cou ld  u n d e r t a k e  at the 
p r e s e n t  but  which  they  would  "put  on the  she l f "  r e a d y  fo r  qu ick  i m -  
p l e m e n t a t i o n  in the even t  the w o r l d  s i t ua t i on  t a k e s  a s u d d e n  t u r n  fo r  
the w o r s e .  In the t h i r d  they  l i s t e d  t hose  r a d i c a l  m e a s u r e s  wh ich  t h e y  
would  adopt i m m e d i a t e l y  in  the e v e n t  of an e m e r g e n c y ,  

F o r  e x a m p l e ,  one l a r g e  c o m p a n y  p r e p a r e d  a c o m p l e t e  l i s t  of a l l  
the s u p p l i e r s  and p o t e n t i a l  s u p p l i e r s  of e v e r y t h i n g  they  buy and put i t  

in  a safe  r e m o t e  s t o r a g e  vaul t .  
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A n o t h e r  l a r g e  d e f e n s e  c o m p a n y  has  e n g i n e e r e d  p l a n s  fo r  c e r t a i n  

of its intricate production equipment based on "austere" specifications. 
These plans, stored at a remote location, would save months of lead 
time in the event the company's facilities were knocked out-- 
facilities which, incidentally, are in one of the most vulnerable target 
areas. This is simply typical of some of the continuity of production 
steps which certain companies are taking. 

R e c e n t l y ,  BDSA i n i t i a t e d  the p r o c e d u r e  of no t i fy ing  the p r e s i d e n t  
of e a c h  c o m p a n y  hav ing  one o r  m o r e  f a c i l i t i e s  on the  C r i t i c a l  I n d u s t r i a l  
F a c i l i t i e s  L i s t  of tha t  fac t  and inv i t i ng  h i m  to c o m e  to W a s h i n g t o n  fo r  
a d i s c u s s i o n  of h i s  c o m p a n y ' s  i n d u s t r i a l  d e f e n s e  p l a n s .  Many  s u c h  
c o n f e r e n c e s  have  now b e e n  h e l d  and we have  b e e n  d e l i g h t e d  wi th  the 
r e s u l t s .  

The  K o p p e r s  C o m p a n y ,  u n d e r  the l e a d e r s h i p  of G e n e r a l  S o m e r v e l l ,  
has  done a s p l e n d i d  job of c o m p a n y  p l ann ing .  I t s  p l an  is  b e i n g  u s e d  as 
a m o d e l  by  m a n y  o t h e r  c o m p a n i e s .  

As we see it, a company plan should include virtually every de- 
partment of a company and should not be limited to physical security, 
as such. It should not be something to be written and forgotten. It 
should be an integral part of the company's day-to-day operations. It 
should be "wired in" at the highest management echelon. The threat 
of atomic attack is a business risk not just another risk--which indus- 
t r i a l  manager~ ien t  m u s t  f a c e .  Un l ike  m a n y  o t h e r  b u s i n e s s  r i s k s ,  it  i s  
one w h i c h  c a n n o t  be s h i f t e d  to an u n d e r w r i t e r .  It  is  one w h e r e  the 
c o m p a n y  m u s t  be s e l f - i n s u r e d .  It s e e m s  to us ,  t h e r e f o r e ,  tha t  m a n a g e -  
m e n t  has  a c l e a r  and i n e s c a p a b l e  r e s p o n s i b i l i t y  to i ts  s toc t~ho lde r s ,  
e m p l o y e e s ,  and the Nat ion  fo r  ge t t ing  " i t s  ducks  in  a r o w . "  

It  is  an a r e a  w h i c h  has  b e e n  s o m e w h a t  n e g l e c t e d ,  b e c a u s e  of the 
t e n d e n c y  to look  to G o v e r n m e n t  as the a r c h i t e c t  of e m e r g e n c y  p l a n s .  
It i s  e n c o u r a g i n g  to no te ,  h o w e v e r ,  that  m a n y  c o m p a n i e s  a r e  f a c i n g  
up to the c h a l l e n g e .  

B e f o r e  c l o s i n g  I shou ld  l ike  to s a y  the s a b o t a g e ,  e s p i o n a g e ,  and 
s u b v e r s i o n  p h a s e s  a r e  an i n t e g r a l  p a r t  of the BDSA p r o g r a m .  We a r e  
f a c e d  today  with  p o t e n t i a l  e n e m i e s  m o r e  e x p e r t  a long  t h e s e  l i n e s  than  
at any t i m e  in  o u r  h i s t o r y .  

On 15 D e c e m b e r  the D e p a r t m e n t  of C o m m e r c e  and the D e p a r t m e n t  
of J u s t i c e  j o in t l y  s p o n s o r e d  a S p e c i a l  I n d u s t r y  C o n f e r e n c e  on I n d u s t r i a l  



S e c u r i t y .  T h i r t y - t h r e e  top c o m p a n y  e x e c u t i v e s  p a r t i c i p a t e d  as did 
the V ice  P r e s i d e n t  of the Un i t ed  S t a t e s ,  the A t t o r n e y  G e n e r a l ,  and 
the  S e c r e t a r y  of C o m m e r c e .  R e c o m m e n d a t i o n s  w e r e  m a d e  as to how 
th i s  p r o b l e m  c a n  b e s t  be m e t .  

In closing I want to reemphasize the importance of individual 
company planning. Government by the same token must continue to 
develop its posture of mobilization readiness. Neither can do the job 
alone. Both must plan together against that awful day which we fer- 
vently pray will never come ! Thank you very much. 

MR. H E N K E L :  B e f o r e  s t a r t i n g  the q u e s t i o n s ,  I wou ld  l ike  to 
p r e s e n t  two of M r .  H a i n e s '  a s s i s t a n t s .  This  is C o l o n e l  G e o r g e  
V a n  d e r  Hoef .  Th i s  i s  C o l o n e l  H e n r y  O. S i l sbee ,  of the A r m y .  

QUESTION: Mr. Haines, you spoke about industry's participation. 
What about the Unions' participation in the program, and labor's? 

MR. HAINES:  As you know, the D e p a r t m e n t  of C o m m e r c e ,  p a r -  
t i c u l a r l y  tha t  p a r t  f o r  wh ich  I s p e a k - - B D S A - - d o e s  not have  a d i r e c t  
r e s p o n s i b i l i t y  fo r  m a n p o w e r  p o l i c y .  The Off ice  of D e f e n s e  M o b i l i z a t i o n ,  
{ODM} and the  D e p a r t m e n t  of L a b o r  a r e  c o n c e r n e d  wi th  i t .  I c a n  say ,  
h o w e v e r ,  that  m a n y  t o p - m a n a g e m e n t  e x e c u t i v e s  wi th  w h o m  we t a lk  
e x p r e s s  g r a v e  c o n c e r n  o v e r  the m a n p o w e r  ques t i on .  C e r t a i n l y  it  is  
h igh  on the l i s t  of c o n t i n u i t y  of p r o d u c t i o n  p r o b l e m s .  

QUESTION: S{r, although the problem is perhaps much larger 
today, have you been able to gain anything from the experience of the 
Germans, the Japanese, and the British in World War If? 

MR. HAINES: To some extent, perhaps less on that than we might 
have done. We expect to do more along these lines in the coming 
months. 

QUESTION: In industries where the present capacity is sufficient 
to meet the present needs, both civilian and military, but not sufficient 
to meet the expanded mobilization needs, even tax amortization is not 
going to help you much. These companies are not going to expand their 
capacity, even with amortization, if they can't make any profit out of 
the extra capacity. How do you get around that? 

MR. HAINES: Amortization is certainly far from the answer to 
all these problems, obviously. Although it does help in many cases. 



QUESTION:  I th ink  m a y b e  I shou ld  c a n c e l  m y  q u e s t i o n  in  v i ew  of 
y o u r  l a s t  s t a t e m e n t .  But enough  has  b e e n  s a i d  to i n d i c a t e  tha t  t h e r e  
a r e  a c e r t a i n  n u m b e r  of peop l e  who m i g h t  ho ld  the v i ew that  t h e r e  is a 
m e t h o d  of p l ann ing ,  b a s e d  on W o r l d  W a r  l I, tha t  looks  to t h e m  s u c h  as 
to r a i s e  the o b s e r v a t i o n  tha t  we a r e  c a l l i n g  fo r  m o r e  and m o r e  c a p a c i t y ;  
w h e r e a s ,  if we have  any th ing  l ike  the W o r l d  W a r  II  type  of w a r ,  wi th  i t s  
type  of m a n p o w e r  r e q u i r e m e n t s ,  t hen  it s e e m s  tha t  we w i l l  have  m o r e  
p l an t  c a p a c i t y  than  we a r e  go ing  to be able  to u se ,  and t h e r e f o r e  t h e r e  
is  no u s e  g e t t i n g  any m o r e  c a p a c i t y ,  b e c a u s e  so  m u c h  of the  m a n p o w e r  
is  go ing  to be  off f igh t ing  s o m e w h e r e  e l s e .  Would  you  c o m m e n t  on t h a t ?  

MR. HAINES:  I am p e r s o n a l l y  i n c l i n e d  to a g r e e .  But  I t h ink  we 
n e e d  to def ine  o u r  t e r m s  h e r e ,  too.  We a r e  u s i n g  t h e s e  w o r d s  " c o n -  
t i nu i t y  of p r o d u c t i o n ,  " w h i c h  a r e  t e n - c e n t  w o r d s ;  and y e t  I w o n d e r  
w h e t h e r  we know what  t h e y  r e a l l y  m e a n .  Now I am i n c l i n e d  to th ink  
that  t h e r e  is  a d i s t i n c t i o n  w h i c h  we s h o u l d  d r a w  b e t w e e n  p r e a t t a c k  p r o -  
d u c t i o n  and  p o s t a t t a c h  p r o d u c t i o n .  I n t h e  l a t t e r  we m u s t  d i s t i n g u i s h  
b e t w e e n  w a r  p r o d u c t i o n  and r e h a b i l i t a t i o n  p r o d u c t i o n .  

I don ' t  know w h e t h e r  I have  a n s w e r e d  y o u r  q u e s t i o n .  P e r h a p s  
C o l o n e l  Van d e r  Hoef  wou ld  l ike  to c o m m e n t  upon i t .  Do you have  a n y  
c o m m e n t  to m a k e  on tha t ,  C o l o n e l  Van  d e r  Hoef?  

COI D N E L  GEORGE T.  VAN DER H O E F :  I n d u s t r i a l  D e f e n s e  Staff  
BDSA. Al l  I c a n  s a y  is  tha t  i t  is  e x t r e m e l y  d i f f i cu l t  f o r  any  s u p p l y  o r  
o p e r a t i n g  b r a n c h ,  s u c h  as  we a r e ,  to hand l e  a th ing  l ike  tha t  wi thou t  
h a v i n g  the a n s w e r  to one ques t i on ,  wh ich  e v e r y  c o m p a n y  p r e s i d e n t  a s k s :  
What  k ind of w a r  is  w o r l d  w a r  III going  to be  ? U n t i l  the  m i l i t a r y  
e s t a b l i s h m e n t  o r  the Jo in t  Ch ie f s  of Staff can  g ive  us  s o m e  s p e c i f i c  
g u i d e l i n e s  on that ,  it is  v e r y  d i f f i cu l t  f o r  us  to do m u c h  p l ann ing .  

T h e r e  is  one s c h o o l  in i n d u s t r y ,  u n i n f o r m e d  as  we m a y  b e l i e v e  
t h e y  a r e ,  tha t  t h inks  the w a r  is go ing  to be o v e r  in 30 o r  60 d a y s .  
A n o t h e r  s c h o o l  b e l i e v e s  it i s  going  to l a s t  a long t i m e .  In c i v i l i a n  
a g e n c i e s  we ju s t  don ' t  have  g u i d e l i n e s  f r o m  the m i l i t a r y  e s t a b l i s h m e n t  
wi th  w h i c h  to c a r r y  out o u r  p l a n n i n g  m u c h  b e y o n d  th i s  point  tha t  M r .  
H a i n e s  has  b e e n  t a l k i n g  about  h e r e .  But t h e r e  a r e  c e r t a i n  c a t e g o r i e s  of 
t h i n k i n g  tha t  we c a n  u r g e  wi thou t  a t t e m p t i n g  to go b e y o n d  the i n f o r m a t i o n  
tha t  is  a v a i l a b l e  c u r r e n t l y .  

QUESTION:  M r .  H a i n e s ,  you d e s c r i b e d  v e r y  c l e a r l y  about  h a v i n g  
the top m a n a g e m e n t  of i n d u s t r y  c o m e  in fo r  c o n f e r e n c e s - - t h e  p r e s i d e n t s  
and s u c h .  How f a r  down in to  i n d u s t r y  has  th is  p l a n n i n g  f i l t e r e d ?  
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MR. HAINES: As I said, we think many companies, certainly 
all of those which were engaged in essential war production in World 
War II, and during Korea, have learned under the aegis mainly of the 
Department of Defense to do an excellent job at both the plant and cor- 
porate levels, in the A-product chain--those items specifically designed 
for military use. It seems to me that where the big void is, is largely 
in this B-product chain. 

Most of the concerns with which we talk are not too much concerned 
over the militaryrs ability to be flexible and shift to the kind of an 
A-production program that would be required after attack. They are a 
whole lot less confident about shifts in the B-product and defense- 
supporting chain. That is where we think most of the confusion will be. 

QUESTION: With r e g a r d  to the m a n u f a c t u r e  of e l e c t r o n i c  c o m -  
p o n e n t s ,  h i g h - q u a l i t y  m i l i t a r y  c o m p o n e n t s ,  I am a c q u a i n t e d  wi th  one 
s i t u a t i o n  w h e r e  t h e r e  is a s ing le  s u p p l i e r ,  and he is  u n d e r  the we igh t  
of ODM to p r o d u c e  t oo l i ng  which  w i l l  i n c r e a s e  h i s  c a p a b i l i t y  25 p e r c e n t .  
He is  go ing  to do th i s ,  b u t i t  i s  going  to take  f r o m  four  to s ix  y e a r s .  I 
have  b e e n  to ld  by o u r  v a r i o u s  m a t e r i a l  and t e c h n i c a l  b u r e a u s  that  th is  
i s  a d rop  in the b u c k e t .  Is y o u r  shop o r  any  o t h e r  shop  doing any th ing  
to get  the p e r c e n t a g e s  of m a c h i n e  too l s  be ing  put  in  dead  s t o r a g e  f o r  
p o s s i b l e  e m e r g e n c y  use  b e e f e d  up to a r e a l i s t i c  a m o u n t ?  

MR. HAINES: I can't speak in detail on that. But I know the 
director of our Metal Working Equipment Division. I talked with him 
only yesterday. He said he had just returned from a two-week trip with 
the Navy and some other military people to some of the facilities where 
machine tools are being stored, where they made an appraisal of the 
situation. Without having the details, I think we can assure you that 
our Metal Working Equipment people are not only sensitive to that 
problem, but are into it fully. As a matter of fact, I think it is today 
or tomorrow that our Metal Working Equipment Division is having an 
industrYwide conference on that very problem, where this matter is 
going to be diseussed. I am sorry that I ean't give you specific details. 

QUESTION: My question is an operating question, sir. I under- 
stand that where you have material requirements in a program, those 
are sometimes passed to BDSA. I wonder if you would comment on how 
you process those? Second, what is the box score on that at the moment? 

MR. HAINES: I don't want to appear to be ducldng the question. 
On the other hand I don't want to attempt to answer a question where I 
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have  only a p e r s o n a l  view, w h e r e  s o m e o n e  e l s e  is p r i m a r i l y  r e s p o n s i b l e  
fo r  it .  In the m a t e r i a l  p h a s e  of it, that  t i e s  in to  ou r  a d v i s e r  on a l l o c a -  
t ions  and p r o d u c t i o n  c o n t r o l s ,  Mr .  T r u p p n e r .  He would  be in a m u c h  
b e t t e r  p o s i t i o n  to a n s w e r  that  ques t ion .  I was to ld  that  you a r e  go ing  to 
have  h e r e  a s e m i n a r  on that  sub jec t ,  with s o m e o n e  f r o m  the D e p a r t m e n t  
of C o m m e r c e .  I th ink  in a l l  h o n e s t y  to your  ques t ion ,  it would be m u c h  
b e t t e r  to have  it  a n s w e r e d  by h i m .  

MR. HENKEL:  Mr .  Ha ines ,  I am s u r e  we a l l  have  a b e t t e r  u n d e r -  
s t a n d i n g  of the p r o b l e m s  with which  y o u r  o r g a n i z a t i o n  is  faced ,  as 
we l l  as y o u r  r e l a t i o n s h i p s  to i n d u s t r y .  On b e h a l f  of the C o m m a n d a n t ,  
I thank  you for  a v e r y  i n f o r m a t i v e  ta lk .  

(8 M a r  1 9 5 5 - - 7 5 0 ) S / g m h  
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