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INDUSTRIAL READINESS PLANNING
13 January 1960

CAPTAIN SMITH: Geaeral Mundy, Gentlemen: Thig merning
we turs our attection to the subject of Indwstrial Resdiness Planadng,
Twhphmhgﬂmimfwcﬂd. thmited, or general war,
There are gzoing to be shortages in any future mobilizption xnd, if
maximum utilization is to be made of our productive resowaces of all
aorts, an effective regulatory ageney in which both zovernwent and
industry participste. is geing to be essential,

To discuas the defense nobjlisation responsibility of the Business
and Defense Services Adminiatration, BDSA of the Departivent of
Commeres, we have with us this morning Mr. Willlam C. Truppuer
of the Department of Comvmerce,

Mr. Truppner has heen invelved in this asubject since esrly in
WvﬂdWnﬂnndhzhmnllmﬂﬂsd%ammmmﬁﬁnmb-
jeet. T!ﬂswiﬂbem”vmthhcmnﬁummt%hgn.

Itismymivihgemwtomﬂdmh!mtﬁm Mr., Trapprer,

MR, TRUFFNER: Good morning, Gentlemen: H my valce gives
out part way, I hope you will excuse me. Last week 1 conldn't make
amdattumdporhapnuuwﬁhmenwmuﬁwhctmm
scheduled for this week instead of last week, But I'll do oy best if
you will bear with me,



Last week Mr. Hughes, Herberi Hughes, who is the Acting
Adminigirator of the Business and Defense Services Administration,
was here to discuss with you the nonmobilization portion of the Business
and Defense Services Administration's responsivilities.
 This agency i3 a new snimal in government. R's seven yoars old
and nas no predecessor either in concept or dealgn. The name itself,

I think, well, certainly ia clumay and awkward and lonz, but it does
rapresent some eoffort t0 comvey the goal of the agency, the Business
and Defense Services Administration.

Tmmatmfwy. itsell, is a reflection of the experience
that was had in mobilizstion planning between, World War I and Wortd
War II and between World War II and the Korean War. In both cases
mobilization planning, sas we know it, was conducted on a staff basls, and,

as perhaps many of you are aware, the conduct of any program on s strictly

shﬂhuhdushnw:tmdmeymﬂnwthcpmhmmmmmm
& kind of ivery tower,

It aleo hus another unhappy sspect, in the sevse that the work that
they do frequently couflicts with, collides with, and requirss the same
mamumwmuwmmmmm-
ting agencies,

Thus, to take our ot recent example, the basic mobilization
planning work in the fleld of production of materials and econemic
rescurces, safter World War II, was cantered in the NSAB. The NSRB
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was not & signaily sucesasful organisation in its efforts, and this
waE partly the consequence of the fact that the Office of Dowmentie
Conmerce in the U, &, Department of Commerce was engaged in
operating areas , in terms of fostering and promoting the economic
growth of the Natton, in such a way that the two agencies frequently
were looking for the same kind of people, They freguently were cen-
-mmumm«mmxﬁnmmm and, not
to put too fine & point on it, there was cousidersble rivalry, ceceider-
able friction, and, all in all, I think it's hirwuymé&ﬂiﬁgﬁ
tom-xmamamummumzmmwmmw
was the misin cause for the Nation's having %0 enter the Korsan War
with planse that were largely developed durin: the swrmer of 1950
between June and Septembaer, and the production agency was created
mmwmmm«wﬁwmmgmmme
between 1245 and 1950,

The Business and Defense Services Adininistration was designed
o meet that need, namely, develop an arganization which had operating
responsibilitiss and planning responsibiliiies beth togetber, both placed
in the same orgmnisation, both calling upon the sarce kind of technicsi
skill and indusirial kaowledpe regarding the fabric of our econcmic
structare.

liew, Ithought with that brief introduction of what we are I might
hmnyrmthlmthumnjumnthﬂwummmmw
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mobiltzation planning fleld, I beliove "Ml identily 11 of them., There
are myriad other programs that could be mentioned, but these are
the important ones. I bave been told that 30 many of these programs
hawhuncmwﬁuvusuammmﬂmmhw
ncﬁ-mmmwmmdcmhekﬁrmm. But
m:mmamummMemmzmmhawmm-
quate coverage, and, if Imiss the goal a little bit, parhaps you will
wmemmmmmmmmew
m%mmmmnthmmemmiaﬁrutim

The first and wost important job that we do is to exercise the
Fresident'a Section 101 @) and 101 (>} authority under the Defense
Production Act of 1850, Mmmm;ﬁaﬂmma&r
cations powers. It is rather noteworthy, I think, to realize and recoy-
nmmatﬂwbe&mmwmaauxmumamm
demacratic government. This is the first time in the histery of the United
swwmwmmymmwmmxmw
of contracts and performance under thoee contracts at a time when the
Nation was not engaged in wilitary conflict. I our dessocratic form of
government it has always been recegnized that the national Interest
mmi:mmwmtmmmmmmmm
independent, m-mwgmsmwwmpcﬂm
eontmctadm'ingaporwetm.rmmmnrﬂtm, however, that
mhnehnétﬁnkindathghhﬁmm%hﬁhwbmwnm‘tﬂm.
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and it's a reflection, of couree, of two things: First, n very unessy
atate of the world since 1953, when the Korsan Armistice was signed,
and, secondly, the sise of the Defense Procurement Program itself,

I don't knew what it' worth o the taxpayers of this country to
hnﬂtﬂlﬂﬁymdtmmmmmwngw,m
the Department of Defense, the Atomic Energy Comerission, and thence
to the contractors, but I would geess that, in a $15 or $18 billion pro-
curement program, it wouldn'i be amiss to say that under ordinary
cireumstances this resulls in a saving, certainly in 9 digits, and per-
haps in 19, Daring & peried such as 1959, when we had & 116-day stewl
strike, it's almost impossible to calcuiste the enormous cowt that would
resull from the disarrangercent and the failnre to achieve a balanced fall
of materials and components to the extent posaible over a period of time
in which you have enormeus dislocations resulting from a 116-dey steel
strike,

Neadlens to say, this Nation was actually en the verge of collapse
Mﬁnﬁmetht&umcﬁmtmhdinfamnft&mﬁmmm
rospect o enfolning the workers o go back to work and the companies
against lock~out. I certainly wouldn't have taken very much longer
betore the results of that strike would have spread far over into indus-
triss which aeither made steel nor used steel, bat which perhaps had
much of their markets depending ou people who bad ierminsted opers-
tions for lack of steel.



Reedlses to say, under ordinary conditions the military order
is frequently not the mowt desirabls order fram the point of view of

| the sellor or supplier, and the whole balance is shifted when the mili-

tary contractor is given the priority autherity.

Cur agency has formaiived the rulea to carry out the President's
Mymmmmmmmamdmmmga—
lationg knowa as the Defense Materials System. This ix a set of rules
anﬁmguhttm:whﬁehgawmthem,mammmm
their suppliers during this period,

50, therefore, cur first job is to see to B that we maintain defense
production and construction on schadule to the fullest extent possible
within the priority authority granted the President under Title Iof the
Defense Production et of 1050,

The exiatence of this syster, the Defense Materials Systen, is
Wmmwwmm,aummmmmm. which
mwight be caltled the W

mm«mmmwsmmmmtmmm
has in being & set of rules of such a nature that, in the eveat we rmove
Mapﬂwummﬁm whether it come aboul as the result of
military conflict sisewhere in the world or a worsening of the cold-war
situation lending to expansion in the Government's program: for prepara-
tion, for whatever remaon, we do have in existence a set of rules that
would permi the Government, administratively, to direct the movercent
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and flow of our sconomnic rescurces immediately. At the moment it
is limited to defense programs, dufined supentially as thome stemwing
mmmemdmwuwm, theﬁ.tomic‘ \
Energy Commission, and the Space Agency. Bowever, we do have, by
this means, the ability to expand the ares of zovernmment direction of
the econemic resources by the aimple addition of programs which the
Governroent feels abould be handled in ke maaner. |

Tﬁummamymmmly. of eourse, with the sitostion
n&MMgMMKWW&,MtMNMRMMﬂ
know-how in Washington abeut how the Government interposes itself
into the flow of materisls, products, and the Uke in a free enterprise
goelety. M.ainmthuwmaheko!ﬂnm-m. it turned o, aa
perhaps many of you know, that it took us almost am long et the beginning
of the Korean War 1o pit the Government in a position where it could
effectively direct resources as it did during World War 13, when similar
km:-hmwasmtumoamdthtmmmwbnm%mm
from seratch.

Now, the third program is one that I think you' v@ had more than
sdequate background on, and that's the development of supplies and
requirenents studies, cotponent atudiss, and the basic facts for emer-
gency decision. I will mersly say that this, in » way, represents o
mmgmmammdeQMngwuwm
substantially are now behind us, in any case.. However, there is one
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aspect of the maintenance of the so-called sapply requirercents stodies
or feasibility tests which is by no means behind us, As you undoubtediy
know and I gather you were told by Mr. Lawrence, the measurement
of mobilisstion need, measured with caleuiated supply, with a given set
of ground rules for all participating agencies, is the basic artthmetic
quantitative explacation for the Congress af how the Executive Branch
calculated a supply deficlency. It represents the basis for an expansion
goal. It represents the basis fmamm.mammmmdmeaprm
cwupany 10 build a facility and insure it againat logs by indicating that
the Govermrent would buy any output it couldn't sell. R reprasents the
basis for a stockpile goal if the deciaion is to stoekpile it rather than
create a new factlity. It is ahothtbuhtwnomeofmmmathave
to do with the previous program I mentioned, namely, the Standdby Pre-
duction Control System, inammuch as there are times when it iy essen- ’
tini that the civilian industry be cut down to save a particular mmrmm
and the program is thereby estahhshed on & iower banis, Or, on some
occasions, if possible, a mim rule 18 written to reduce the con-
swmnption of a particuler material,

50, from this basic building block of supply requirements analysis,
many types of activities flow. 1 mentioned that one of them is not }
behind us, and that is the question of programing the ecopomic resources
for the Nation in terms of a mobilization model. This means that this
can be done on a series of assumptions of limited war, an sll-out war, i
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or aay kind of war you please, but this activity in itaelf does maintain

a state of know-how, a state of statistical flow, a state of knowledge,

mddﬁnmtuinapummwhenmm:tmnmamiy
good shape for a jumping-off place in the event of a nutional Smergency.,

Now, I want to summarise these three things, because I think thxt
all together they have a significance. i mentiened before that it took us,
in 1950, just about as long to put the Government in a position to effec~
tively direct cur sconomic resources an it did in 1941 and 1942. R
can be obvim!:} concinded from that that know-how as such, or knowing
how to do it, is not encugh; because we knew how to do it in 1950; we
had just done it five years before.

Bntt!wrcm three things lacking in 1950, and, as I described
our pctivities up to0 now, they are in addition to what I have mentioned
previously as being the immedhe ebjective deaigned to fill these three
needa. The flrst thing you have to have is an operating organized staff
of trained people. The Buginess zad Delense Services Administration,
in addition to ite usual routine duties, dnn represent such a nucleus
staff, and we have plans for a very substantinl expansion of that staff
in the event of exuergency, which I'Il get to later. S0 we have one need
filled. Secondly, the Government has to know what it wants to do, What
programa does it want to build ap? What programs does it have to
reduce? To what extent? That need ia met by the supply requirements
analysis. Thai's what it ls, The supply requirements anslysis is carried




on on the ussumption of an smergeney, I we get into an emergency,
wum%mﬁhmmmawmmuh@bknnmmg-
off place in that emergency. 2nd the existence of the data collecting
and gathering operation means that the kind of infermation needed for
this type of exergency and not norwally needed for the peacetime func-
timingofthenmyertheaowantisinuiﬂmo.‘ S0 the
gecond need is met,

Thirdly, the existence of the Defense Materiuls Syster puts in
the hands of the Governmaent the instrument to carry out its mm

S0 it'a got people, it's got facts, and it has means, So that trimmvirste

is designed to fill the three needs which greetly delayed the Government's
intervention into owr economic system in 1950,

Now I proceed to the fourth prograsm, which-l' have marked ss the
Natlonal Stockpile of Strategic and Critical Materisls. Once again,
T understand you have had considerable expoaure to this. About ali !

would mention about it at this point is that we probably spend 89, § hours

wanaﬂng how to dizspose of strategic materials in the stockpile mdny

for every .1 of an hour we spend wondering how much to add,

It is significant, by the way, that the stockpile in DPA inventory,
plus undelivered commitments, today represents a surc of money
roughly equivalent to the famous agricultural surplus. 5o we are in

the big leagues when we talk about the atockpile problen:, eves thouzh

~ ¥Oou perhaps don't resd as much abowt it on Page 1 as you 4o about our
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whest and cern problem.

Inqidtnhny. for the future, if 1 may make a prediction, I suggest
you keep your eye on Fl. 430, the Barter 2ct, bacause 1 feel in my
bones that In the next few years there will be a tremmendous drive to
convert the most expenaive storage costs for agricultural products

expensive

{nto the much lasserfstorage costs for strategic materialn. Inagmuch
a8 we are spending pretty close to 31.5 millior » day to keep the mice

ot of the wheat at the momaent, you can see thai there is & tremendous

gain in converting from one to the other. If at the same time one couid
use the dimpasal of the food in a friendly natien to substitete for a differ~

ent type of expenditure, to Lmprove our internationsl relations, the cese

gets overwhelming.

So 1 would personally farecaat that you are geing to see the stock-

pils go up a lot faster than it goes down,

I think Pl!lkipthtmxtemh&w. inagmuch as I think
that some of the oihers that are coming might have a littls more inter-
est. | believe you already know that cur expansion goais are ciosed
and that phase of the programx is pretty much behind us. Of course I
think that everybody can kind of take credit. ~<fter all, thia is what we
were trying tuag. and we did it, and I don't think innndto ake any

apologies for It. | think the Nation is in a devil of a lot better position
as & result of this almost $40 billion werth ef iavestment than it would
have been otherwise.
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Our Tax Am, Program closed out a faw days ago. That's simply
a reflection of what | mentioned before, that the expansion phase of
the prograr: is completed.

Now, we have one last program. intidentally, you will notice
that ail of these programs that | have mentioned thus far reflect
strong prtdileétmn with World War Ul type of planning, Korean War
- planning, or, as we currently say, umtted war planning, without an
attack on the United Sistes. I have done this by design, |

At this point we are going to get into a transition phase., Our
agency also has the responsibility for operating the so-called Indus-
trial Evaluation Board, the IER, as Rt 18 populariy known, which was |
a very ingenious device, It wan designed 1o pick out the Achilles’
heets of American industry and to figure out which particular facilities
would be likely to discombobulate a wide area of industrial activity
if they were destroyed. The original concept was by sabotage or by
internal action, which posaibility, by the way, obviously can't he moved

out today, either,
The IEB has been maintained and still rws a very lopor-

fant source of information with reapect to whick parts of the induatrial

ek A BT A S

economy are particularly sensitive and available, and which do untoward
damage to the rest of the economy if destroyed by some king of internal
danmage,

Now we move over into a couple of programs which reflect more

13




attention to the possibility of an all~out war. By the way, when I use
the term "lUmited war, ’ I am not talking about nuclsar war or non-
nuclesr war. That definition | am sure ia very useful for some pur-
poses, but for aur purpose we are intevested in production resources.
By my definition a limited war means a war in which there is no attack
on the United Sigtes, and therefore no destruction of owr productive
faciliiies. An all-out war means there is an attack on the United States,
Now, I'll admit that there probably is about a 99 percent overlap in
concept, bat, none the less, ! think this other definition does clarify
our preblems very considerably.
o we do run a program of endeavoring to induce industrial manage-
ment to take certain actions which would protect them againgt the coa~
sequences of an atiack on the United Stxtes, [ might say that the program
is something other than succesaful, it*s & program of persuasion, The
Government tries to induce industrial management to undertake certain
types of actions. Well, as you might expect, it turns put that the types
of actions that can be taken by industrial wanagement fall into twe classes~--
those that are cheap and those that are expensive. Those that are cheap
we get done pretty well, Those that are expensive we don't,
So, therefore, we get management to make duplicate blusprints,
we get them: ta change thelir bylaws to provide for sscceasion of authority.
We zet them to undertake a number of actions of this kind. 'm speaking
zenerally now. Ve get whole industries, sometinces through associstions
13




and sometimen through particular groups, to develop booklets and
plans and the like, We print them in 50, 000 or 75, 000 coples, and

send thern to the mambers of the industry. On the other hmd, we have
e carrot that'a big encugh at the presemt tin:e, and possibly not in the
future, to get very many companiss to undertake to provide underground
shelter or fallout shelter for iheir smployeen, or actions of this kind.

It i probably very lkely that industrisl m-mfgament never will
undertake this until auch tixne as the Federal (Eowrﬁmcnt undertakes
a very ambitious program of like nature for itsell. It is pretty hard
to convince somebocly that he should be dolng something that you are
not doing yoursell., Whether or not the Governmeni ever will undertake

such a program I'd say is most doubtful,

This moves into a program that is rather new in concept, the
so~called Survival ern Supply Studies., Several yms 2go, as you per-
haps know, the Federal Covernmest finaily {ssued a booklet Listing
what they called survival items. 1 think there were 223 listings, Tiwun
were items, almost entirely end {tema, with peml'n;ﬁwmm to
raxan beings, such as hypodermic needes, portable blood-donor sets,
antibiotics, and the like, which were defined in termas of one criterion,

namely: What would the Nation need to pressrve human life in case there
was an attack on this country, a nuclear attack? These survival {tems

represent the Covernment's conclusion, operating on the beasis of that
eriterion.. ‘
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Now, we in our agency have surveyed the manufacturses of these
survival itema. Incidentally, our agency has reaponsibility for about
35 out of the 325, so we do have ahignhmknfmpmibimy in this
field, W%e sre the supply agency. It is our job to tell the Director of
OCDM how much reliance he can place on our productive facilities in

the event of an attsck, s0 that he has an entry in his statistical balance

sheet in calculating the size and nature of a stockpile progran for sur-
vival itema,. Aas you know, the Government does have a few hundred
million dollars tied up in this, and, when one goes to the Congress and
asks for money, one must have scare basis for the aize of the program
for which the funda are being requested.

One slement in that balance sheet {s: How much can Ameriean
industry produce after an attack? How much dependence can be placed
on Industry ¢ This program represenis the statistical raw materisl.
We slso, of course, gather information on wholesale inventories,
retail inventoriex, when they are significant, wamfacturers’ invenior-
ies. We get estimates of manafacturers' ruan-out production, o that we
have a calculation for use in our estimating procedure which can give us
an estimate of production with a given bemb attack to reflect what sur-
viving plans might be able to produce given & cut«off in elther trans- |
portation or components or material suppliers. How much esn they
do on their own”? 5o we transmit this kind of information to the OCDM
for incorporation in the Stockpile Budget Request Program,
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TMn“ttomeMwwuamwmmmcbm.M
we call it the “aseasment of Industrial Preduction Capabdility in the
Event of Enemy Attack. I am sure you've been given information about
the operations of the Desmage Assessment Center, and porbaps have
visited at High Point. That operation needs two kinds of raw waterials
to be programed {nte the muachine to became fully effective.

'rhemmanquuumuyammymm
taker. In other words, you can place an assumed bomb attack on the
economy, on the country. You can make assumptions. 7To the extent
ﬁnttheauwptﬁomﬁutmhrﬂethemﬂmdthemmm
correct, the computer will tell you what facilities survive the attack,
R iz an inventory. R suys this ooy plants survive and this any
were degtroyed. What it doean't tell you ia; What can you get out of
thucphuta? Thizs we don't know yet,

We have been working ce this problem off What can you get out
of these plants? You see, n-m;uumyugency.tgémm”m,m
interested in the inventory of surviving facilities as u;e are interestied

mkmﬂnghowmmhwcmgﬂmdthcnﬂYouwillnmteeinmym-

vious discussion on survival iteris we were imterested in how much
they couid produce, net how many of them ware not destroyed in the
attack,

We heve come to some tertative conclusions, and we've been rumning

this study for several years on what could oaly be called a research basgis.
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We are conducting u case~by-~case analysis of individusl corporate
m. I might say in passing that the reason we are doing it
o a case~by-case basis in that we weren’t smart enough todo it en e
breader banis, and we ot lost in the wilderness of statistics every
time we tried to introduce & great complex of parametere that are
involved in x nuclenr attnck, The effect on one producer of cutting
off his source of a particular supply when that producer survived the
attack and his supply didn’t was one probler:. Thcnthmuthepemb;-
leor: that arises when both survive bat you can't iransport the atuff in
between; or when both of them survive but the power supply for the
supplier fails, And so on ad inf initom,

When these complexities are introduced into a large body of sta-
t istical knowledge we all got lost and fell down 2 manhole, 0 be per-
fectly truthful. S50 we thought maybe we were smart entugh to grasp
the problem if we reduced it to one cotnpany and worked with the man-
sgement, and that's what we Anve done.

H5eo as not to ppend too much titme on this, I will simply say that
we have tentatively concluded that probably the biggest single impact
on the ability of this Nation to be produced in the event of an attack

would come, strangely encugh, mt from the impact of the damage but

mmmmebmkiagdthn production muh. we have created the

mm em;ﬂm: immpmm industrial complex in the huwry of tm

R T SR o T
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world and we have uhiewd great emciamy in pruﬂutuon substantially
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their concentration on other offorts. Ae & result of that, when the

mesh is broken at any place, the thing spreada out. We bave, therefore,
concluded that the likelihood of any subatantial productfon for seme
substantial time after an attack is very small. That's putting it very
»muntﬂvﬂy.

Our final progran: 1 mentioned briefly before, in passing. This
is the so~called Exscutive Reserve Program. We fesl very proud of
ouraelves as far as this purticular program is concerned, because our

efforts have met with signal success.

The Federal Government has somewhere in the neighborhood of
2060 or 2200 reservists, and we have ahout 1400 in our little agency,
or sorcewhat more than everybady olse combined, We ran & very sambi-
tious training peogram, with booklets, bolleting, maetings in Washingten,
meetings in the feld, Itkin&wmgmanamyhiﬁdegrndimcb
est in the program on the part of the reservists, inasmuch zs they pay
all their expenses for travel and everything else, and we dou't put »
niekel in it. This perhaps permits me 1o say that we maintaln their
interest with some justice,

However, mmmmmdhwmmmmmﬁmm

something that 1 don't believe anybody else has yet, Up until last May

we wers very perplexed. Our reservists, by the way, are very sophis-

ticuted people, They sre mostly high-level buniness executives. They
18



are very intelligent, very well informed, and about half of then: have
had stints in the Federsl Government of from six months to 4 or 5 years,
So thia is a smwart bunch of tellows.

They kept asking wa if, in the even! we ever did get attacked, we
had all our infercation an what they were supposed to do, and the like.
They ssked: How does anyhody else know it? #hat authority do we

have? How do we use this knowledge you are trying to put in our heads ? '

So, to make a long story short, we have now, for our whole executive
reserve, completed all the paper work necessary to make then: gov-
erament ewployses, They all have filed appointment affidavits, As a
watter of fact, & mwan whose name ig on it is Mr, Asher, who is gitting

over here at my right, They have all besn given everything that a OV

ernment worker has to have--except that there are two condditions,
underneath, on the appeintment. Condition one is that there has to be
an attack on this country, Condition two is that they have to report 1o
the nearest emergency operating center of the OCDM.

5o, if there is an attack, and if somebody is in Tuscalooss, and if
he goer to the emergency operating center becauss he survives, he
at-u:ispointbteomnammemtmphyn. He is converted from 3
reservist o a member of cur production agency by that azt. Remember,
Washington is a hole in the ground. This is the assumption. But you
notice that the action takes place because Washington is a hole in the

ground. And 30 we have managed to get through the administrative
19



red tape and have the action completed and have the reservista
converted to full-time government employees, because the wdminis~

trative machinery of the Government can function. This is one of the

conditions.

When the regervist communicates, as he is instracted to do, with
the regiomal office of the OCDM, we have also taken an action and we
have given-~this has been doue and has been published in the Federal
Register~-he production man in the regienal office a delegation of the
Pregident's Title [ authority. This is not a planning act; we have done
this. He's got ft, and he's got the authority to redelegate, aod be has
the authority to redelegate over the phons, At this point, when the
reservist, who now becomss a gevernment employee because he doeg
report, communicates with the reglounsl office, he gets the FPresident's
Title 1 authority delagated to hin:, mhuwgmmnwumm

throughout the countey~-<however many survive--of some 1500 reaerviats,
full-tirce government exmployees, with the President's suthority in theirback

pockets.,

That completes wy description of the 10 or 11 major programs.
Imightctueﬁ:isoﬂhymontloﬂngmartwo;himmmddngat
the moment which { think might be of interest to you. I theught you
might be interested to know that our agency was responsible for the
mmmaumwmaMwmumamm-w
injunction. I warked for Mr. Rankin for a period of about six weeks.
This ahould be of interest t0 you people in your business, becsuse,
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it you read the case very carefully, which I hope you did, you noticed
that the union had three contentions, one of which was constitutionsl

and legalistic and had nothing to do with us, but the other twe came
pretty close to home. They szid the President wasa't exerciaing his
Defense Production Act autbority very effectively, which certainly
landed on cur desk, and we had to prove that he was or at any rate that
he was not required to resert to whatever remedial legisiation the
wnion decided bnat what ha, as Chief Executive, decided. And the
Mhermmttmugmmﬂhichywmymnummmmm
the First Appellate, that you should recpen a little plece of the steel
industry to take care of the defense orders, and that you didn't have to
aend the whole union back te work to make these tiny little defense
requirernents,

You've got to know what you are talking about when you argue sbexst
thage things, belleve me. This Mr, Goldberg Is one smart apple. And
this is the kiad of information that just plain requires a knowledze of
the fabric and the siructure of an induatry, It is a very nice sxample
of what I am talking about in very generni terms. You either know it

or you don't know it, bat you don't go out and make stedies when the

issue ariaes.

I think our efforts were crowned with success. 1 might ssy, by
the way, that was a very interesting thing, because we wrote the
Supreme Court brief, responding to Goldberg's brief, before we saw
Goldberg's brief, and we guessed what he was going to do before he did
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it. He chenged his position between the Appellate Court and the Supreme
Court. In the Appellate Courti be said that we should open it up to take
care of defense orders. When he went 10 the Supreme Court he said he
never said that you just bad to open it up for that little bit, but you only
had to open it up for those facilities to build defense orders and then
they could sell to anybody, Well, we gusssed he was going to ghift ks
ground before we got to the Supreme Court and we wrote the rejoinder
on that assumption. There was a big sigh of relief when he did what

we thought he might do.

The last thing I'll mention is philosophic. It's always a good way
to end, 1 guess, Ferbaps you think any way would be a good way to end,
One thing [ should mention is, the last few years that 1 have spent in
BDS* have bsen a very intensely interesting experience, for one reason.
That is the exsrcise of rathsr unusual anthorities by the Exscutive Branch.
I mentioned the Title | anthority. There are plenty of others--granting
tax mmortization, developing expansion gosls, purchase contracts, and
the like--all of which have a very substantial impact om our free enter-
prise system. The delicate balance of knowing when the defense objective

- ends and when you are moving over into the fleld of profit-making and

ordinary business has been a tremendous chalienge.
I think the Executive Branch is really to be complimented, I dom't
t hink you could ba aware of the tremendous concern that was expressed
in the Congzresa and in the Executive Branch itself at the end of the
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Korean War that these kinds of suthorities would be carried over
into & peacetime situation, Well, you can imagine, for example, in
the sieel strike, the tremendous difference it makes to an industrial
concern as 10 whether or not it bas the priority power to get some steel
or not. The question of what's a defense program 1 think sverybedy
bere knows. It's a question of administrative judgment. It ﬁn‘t be
defined; {t's ir:poasible,

This hes been a very, very delicate business, snd I think the Execu-
tive Branch does deserve a medsl for their ability tn these seven years
to exercise this suthority and at the same time not to abuse it bat to
simuitaneously accomplish the purposes for which it was granted in
the first place,

With that philosophie note, I thank you very kindly.

CAPTAIN SMITH: Questions?

WUESTION: Mr. Truppner, Mr. Hughes suggested that I save
this question for you~-I think you will be happy to know. e are
spending billions of dollars tach year on hardware for fighting a war
but practieally nothing on this Point A of your program of prepering
mmnwmamnqmm:wmmamwmranm-
out attack. Des your agency or OGCDM or the Secretary of Defenase
MWmmldﬂmthbaMthumm? The second part

ia: The Departrmoent of Defenge also has an {ndustrial Readiness Program,

How does that tie in with yours?
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MR, TRUPFPNER: The sunswer to the first question is no. The
reason for no 18 that I think everybody has to write his own ticket,

1 personally foel there iz a strong undercurrent, R bhas two purts,
The first part iv & suggestion that a progran: which has to begin anew
st this point or at least be tremendously necelerated would carry with
it certain implications with respect to the possible views that the Soviet
Union might have on what we are thinking about, Certainly, whether
that's true or not, this dows color the thinking of people that there iz
& possibility that it miight be true,

Secoudly, Ithink there is the possible effect on our allies, and the
suggestion {t might carry that our policies in the international field are
not being as successful as they might be. There ia a suggestion here
that posaibly the State Department dossn't like 1t. These are specula-
tions on wy part, but I do believe that these are two importamt elements
that aceount for the position in which we currently are,

A8 to the second gquestion, it ties in in the sense that the Defense
Department confines ite activities to a very lmited number of {ndus~
trlalphnu.uudwprimm!nt&uﬂhinuminwﬂchmm
Department doea not become invelved, Rt is regarded as cur responsi~
bility that the steel industry, the chemical industry, and the basic raw-
materials levels, and the manufacturers of survival itenis~--when one
geta to the end-product level--are our primary interest. ‘They are a0t
the interest of the Depurtment of Defense.
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QUESTION: We have had in the recent wars a lot of clamar for
a czar all the tisme in this area. Would you feel that the present setup
which OCDM has, of deleguting to BDSA this production contrel suthor-
ity, would atay there, or would the public clarmor perbaps ceme up
again and demand that you be separated back out into an sll-powerful,
caarist type of operation?

MR, TRUFPNER: Captain, Ifeel very humble about answering
this question. But, if you will accept my expression, I will strply
say that I belisve that what would happen is that the OCDM would be
gplit into two pieces~~that there would be & small, policy-making group
- similar to the Burns~-Vinsen operation in World War 1, in the Executive
Office of the Fresident, and that BDSA would be taken out of Cumnmerce
and made into a war production agency similar to the WFB, and that
the programing and some of the other portions of OCDM that were left
Mrlmuntnpmwm!ﬁbepatmmmm;pmy. 1 don't
know whether you wonld call that a czar or not, but that is what [ balieve
waould happen.

By the way, this is not entirely consistent with the plans. This iz
my guesa.

WUESTION: Referring back to your comment that we have the
mﬂrwmmmmmncmmmtﬂmamm
contract, I was wondering: Mave you ever had to do this! Second:

Hes anybody ever challenged thia on constitutional grounds, yet? Eas
it been tested?
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MR, TRUFPNER: Raferring to the first guestion, all I can sy
is, Iden't know how to answer it, for thix resson: The prime con~
tracts of Defense, AEC, and the Space Agency carry with them two
things: One, sn identification and certification in accordance with the
DME regulations, and then it just works sutomatically and is transmitied
down the stream of subcontractors. Two, the Defense Department has
a bofler-plate paragraph in the prime contracts which makes it a bresch
of contract for the supplier to fuil to follow owr rules. Sc It is both
contractual and legalistic. 1 guess the bost answer is that, in the years
we have been sdicinistering the authority, first, we have had alzost
mm&dnm!hmgmtamraﬁmm and we have & procedure
for accomplishing this; and, secendly, when problems—and that's &
much batter word than "refusals '—are brought to our sttention, we
iuwnlﬂyamahkteéﬁ!rﬁhthm. We issue & directive, in
other words, We have directive authority,

So 1 gueas the best answer is no, we don't have that problem. And
Mmmmmxtmmmmm-:m aor, 1 believe,
weuld they be lkely to.

QUESTION: Sir, in pescetime do you find that there is a gray
mrea sxisting between your terms of reference and those of OCDM?

MR, TRUFFPNER: Reforence to what, gir?

STUDENT: For example, in determining certain requiresients,
You indicate that you get into that~materiel requirements.
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MR, TRUFPPNER: No, Idon't believe so: not in that perticular
area. The way the thing sperates is that OCOM is the central point
fwmmmmatMWhmmm--uhemuﬂisaa-yut;
WAr OF & 3~year war, T&ymmmﬁh.msmmgn:ﬂdmm
ground rules 1o all the agencies that work ca pleces of the job, and they
are responsible for giving the basic sssumptions as to the wise of the
labor force, the size of the gross national pereduct, the aive of the Armed
Fum.mimwam;mkmhomm, what happens to the
fmmmmwmmm.am

The areas of responsibilily are then divided up. Interior has
responsibility for oil, gas, power castruction, mineral inﬁmtriu. and
the like, We are responsible for the great bulk of our manufactering
industry, This is defined in » very big, fat book called the Clans B
Froduet List. R ls sctually defined in hundreds of puges of individusl
products and product codes. So it doean't lend itself to teo much con-
fusicn as to who does what. The rules are very carefully defined and
are in very detniled form.

50 we coniribute, you see, the programs and the requirements
for our area of reaponsibility, Defense for theirs, AEC for theirs,
the Space Agency for theirs, Interior for theirs, Agriculture for theirs,
and so on,

1 gwess iy suswer is, no, we don't have a problem.

QUESTION: In connection with Chairman Khrushchev's statement
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that he will bury us economically, I wonder #f this is perhape an indi-
cation of the war that is not declared upon us, and, if a0, If you have
any indication ag to the extent of the economic progress thal the good
Chairwan will make against us in the immadiste future,

MR, TRUFPNER: R most certainly/ ;Smmmxm of the econ-
omic war, and that i ene reason that the first memorandum that 1
centioned was written; namely, while the Russisns would have zood
reason to think, perhaps, that this might create s disturbance in the
United States, the first analysis said they sre wrong about this, By
the way, they would have good reason for thinking so.

You had another question, as ! recall.

ETUDENT: If there are other evidences of inroads into our scon-~
omic situation,

MR. TRUFPNER: Well, of course, I think the tin disposal waz an
example of some recancy. 1!also think that, even if the Russisns did
ot use an enormous amount of nickel, Btheyem“mahuwr-

haps 150, 600 or & quarter of 2 million pounds in the course of the next

2-1/2 or & ywars, Myww!dbelnnaphwdpa;iﬁmtoemuaw

mendous disturbance in the worid nicke! markst price situation, S

perhaps they might wtilize nickel not io icprove the high~termperature

quality of their planes or for other high<tercperature applications but

they could uae it strictly in the econornic area if they oo chose. So

they pessibly would have sverything to gain and alxcoat nothing to lose,
28



QUESTION: 1am conceraned with the mobilisation in the aireraft
induetry. First, you don't recognise this industiry in your organization
chart. Second, the people in the Pentagon whe are concerned with this
soxt of thing leave mtiiththalmpmahnt&t plans just sweep things
out the door that are ready to go, and that's it, Will you address your-~
salf to that, please?

MR. TRUFPNER: On the first one, our faiture to recognise the
aireraft industry is & marter of concern te us, t6o, The situation
lsn't quite as bed as it locks, however. We recognize ther in two ways.
This iz not satisfactory to us~--don't misundsratand me. To keep this
record atraight, we do hbave & trensportation equipment division which
has in it an aireraft section. Secondly, we have a Special Assistant
to the administrater who censerns himself 160 percent with the aireraft
{nduatry and airline problem of disposing of the aireraft inventory on
hand a8 conversion takes place to jet, Mwmkﬁgthmmm
You've got a couple problems here. Yom have some of the emaller
air carriers and commereial lnes, and the like, who have a very sub-
stantial investment in piston-engine aireraft, and, if any substantial
dur: ping takes piace, the value of their assets will go through the floor.
We are endeavoring to develop o program for the disposal of the obaoleted
sireraft elsewhere in ihe worls where we think they might do some good
to the country, do some good in terms of gur international relations, and
st the same time avoid disturbance of our domestic situation,
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With respect to the Alr Force's visw of the atreraft industry, 1
have 1o paas.,

STUDENT: Are there any mobilisation plana to do something in
case of an emergency, to produce more ?

MR. TRUPPNER: Ican only say, at the present writing, the
answer is no, There is a long, long history as to why that should be
1o, but I will simply mention in passing that one's budget position
and current request i» gresily strengthwaed by having & “'you have to
fight with what you've pot”’ philosophy.

QUESTION: Mr. Truppner, my interpretation of DMS Regulation I,
whi..ehenmcmthumomh. ia that a Defenne Department program must
mapwmbyocnuhmmmmmmmmw
coutrol materials to produce that program. I wonder if this interpre-
tation is correct. I it is, do you happen to know wihat the procedure
iz in OCDM for approving or disapproving, in fact, a Defense Department
program ? .

MR, TRUPPNER: H I mey break my reply down {nte two pieces:
First, thathingthatmmbawuaddanummmwmi
Department of Defense programn--a defense program., This ig the lan-
guage of the legislation. The suthority for approval resides in GCDM.
The procedure iz simply for our agency to consult with QCDM on cases
tha! came up that ordinarily hit us first.

mmwpmwwmngummmmthtx#unﬁmd
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before. In other werds, when a private shipyard builds & passenger
8hip, under normal Maritime Administration rules snd grants, and the
Hke, for private profit, it obviously is an sconomic activity that's

the same as the ¥ord Moter Campany's building a car. However, when
the Navy comes over and says, "'We'll write you a cheek for §2.2
million providing you change this space and you power it up so that

it can go this many knots instead of that many knota, and the Hke, ’
you have a very obvious defense element in that same ship., The ques~
tion is: Is that particular problem: now a defense program or fsn't it? _
It's conducted on private funds for private profit, but it bas a defense
element.

S0 you have problems of that kind which have to be judged on the
bagis of the individusl question, So far as ihe Department of Deferme
is concerned, their prograw is s defense program snd they don't have
to came and ask anybody anything, It i8 approved in teto, once and for
all. So, if the Defense Department buys 150 typewriters, this is part
of the Deferwe program, and the authority may be passed on, and is
passed on, to the typewriier manufacturer. 5o theve is no question
abont Department of Defense procurement. R's approved in toto,

CAPTAIN 8MITH: Mr. Truppner, on behelf of the Commmandant,
faculty, and students, thank you very much for coming down here this
morning and giving us thia very excellent summary of the major facets
of this subject,

HR. TRUFPNER: May I sny it was a pleasure to be bere, as siways.
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