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G E N E R A L  NIBLO: As  you  know,  d u r i n g  W o r l d  W a r  I A m e r i c a  
was  no t  an  a r s e n a l  of d e m o c r a c y ,  p r o d u c i n g  t h o s e  h a r d - t o - o b t a i n  
i t e m s  of m i l i t a r y  e q u i p m e n t  w h i c h  h a d  no c o u n t e r p a r t  in  o u r  c i v i l i a n  
e c o n o m y .  F o r  e x a m p l e ,  you  r e c a l l  t ha t  not  a r o u n d  of A m e r i c a n -  
m a d e  a r t i l l e r y  a m m u n i t i o n  was  f i r e d  d u r i n g  c o m b a t  in  F r a n c e  f r o m  
an  A m e r i c a n - m a d e  a r t i l l e r y  p i e c e .  

You  w i l l  a l s o  r e c a l l  t ha t  s h o r t l y  a f t e r  the  w a r ,  the  I n d u s t r i a l  
C o l l e g e  w a s  e s t a b l i s h e d  f o r  the  t h e n  s p e c i f i c  p u r p o s e  of p l a n n i n g  f o r  
the  c o n v e r s i o n  o~ A m e r i c a n  i n d u s t r y ,  so  tha t  we c o u l d  o b t a i n  o u r  r e -  
q u i r e m e n t s  f o r  t h o s e  h a r d - t o - o b t a i n  i t e m s  of m i l i t a r y  e q u i p m e n t  d u r i n g  
a ny  f u t u r e  w a r .  A n d y o u  know the  r e s u l t - - t h e  A m e r i c a n  A r s e n a l  of 
D e m o c r a c y  d u r i n g  W o r l d  W a r  II. 

Now, w h i l e  t ha t  w a r  was  s t i l l  in  p r o g r e s s ,  the  I n d u s t r i a l  C o l l e g e  
o p e n e d  i t s  d o o r s  t e m p o r a r i l y  f o r  the  t h e n  s p e c i f i c  p u r p o s e  of p l a n n i n g  
f o r  the  r e c o n v e r s i o n  of o u r  t h e n  e x i s t i n g  w a r  i n d u s t r y ,  so  a s  to m e e t  
o u r  r e q u i r e m e n t s  of the  c i v i l i a n  e c o n o m y  w h e n  tha t  w a r  s h o u l d  be 
o v e r .  

And ,  of c o u r s e ,  you  know t h a t  a f t e r  the  w a r  the  I n d u s t r i a l  C o l l e g e  
w a s  r e e s t a b l i s h e d ,  wi th  the  b a s i c  f u n d a m e n t a l  p r i n c i p l e  and  m i s s i o n  
of  p l a n n i n g  f o r  the  c o n v e r s i o n  and  r e c o n v e r s i o n  of A m e r i c a n  i n d u s t r y  
d u r i n g  a n y  f u t u r e  n a t i o n a l  e m e r g e n c y .  

O u r  g u e s t  s p e a k e r  t h i s  m o r n i n g  i s  go ing  to d i s c u s s  t h a t  s p e c i f i c  
p r o b l e m - - t h e  c o n v e r s i o n  a n d  r e c o n v e r s i o n  of i n d u s t r y  d u r i n g  any  
f u t u r e  e c o n o m i c  m o b i l i z a t i o n .  

M r .  J o h n  W. P o c o c k  i s  an  o u t s t a n d i n g  i n d u s t r i a l  e n g i n e e r .  He 
i s  a t  the  p r e s e n t  t i m e  a p a r t n e r  of the  f i r m  of Booz ,  A l l e n  and  
I I a m i l t o n ,  M a n a g e m e n t  C o n s u l t a n t s ,  w i th  h o m e  o f f i c e s  in  C h i c a g o .  
M r .  P o c o c k  h a s  b e e n  a m e m b e r  of the  I n d u s t r i a l  C o l l e g e  f a c u l t y  of 
g u e s t  s p e a k e r s  f o r  m a n y  y e a r s .  A s  a m a t t e r  of r e c o r d  I m i g h t  a d d  
t h a t  he  i s  s t i l l  a m e m b e r  in  good  s t a n d i n g  a s  of t h i s  m o m e n t .  How 
he  w i l l  be  l a t e r  on, we wi l l  d e t e r m i n e .  T h i s  is  h i s  s i x t h  l e c t u r e  b e -  
f o r e  the  I n d u s t r i a l  C o l l e g e .  
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B i l l ,  i t  i s  a p l e a s u r e  to  w e l c o m e  y o u  b a c k  to  t h i s  a u d i t o r i u m  
a n d  p r e s e n t  y o u  to  t h i s  a u d i e n c e .  M r .  P o c o c k .  

M R .  P O C O C K :  I d o n ' t  k n o w  w h e t h e r  t h i s  i s  m y  s i x t h  a n d  l a s t  
l e c t u r e  o r  n o t .  Y o u  k n o w ,  o n c e  u p o n  a t i m e  t h e r e  w a s  a f e l l o w  b o u g h t  
a m u l e  d o w n  in  M i s s o u r i .  S o m e  of  y o u  f e l l o w s  h e r e  w i l l  r e m e m b e r  
w h e n  t h e  A r m y  u s e d  m u l e s .  He  c o u l d n ' t  g e t  t h e  b e a s t  to  do  w h a t  h e  
w a n t e d .  L i v i n g  n e x t  d o o r  w a s  a n  o l d  A r m y  m u l e  s k i n n e r ,  s o  he  w e n t  
o v e r  a n d  a s k e d  h i m  to  c o m e  a n d  h e l p  h i m  a l i t t l e  b i t .  

T h e  f e l l o w  c a m e  o v e r  to  h e l p  w o r k  w i t h  t h e  m u l e .  He  t o o k  a l o o k  
a t  t h e  b e a s t  s t a n d i n g  t h e r e .  He  p i c k e d  u p  a two  b y  f o u r  t h a t  w a s  l e a n -  
i n g  a g a i n s t  t he  b a r n  d o o r ,  w o u n d  up ,  a n d  b r o k e  i t  o v e r  t h e  m u l e ' s  
n o s e .  

W h e n  t h e  f i r s t  m a n  h a d  r e c o v e r e d ,  he  s a i d ,  " W h y  d i d  y o u  do t h a t ? "  
T h e  n e i g h b o r  s a i d ,  " Y o u ' v e  n o w  h a d  y o u r  f i r s t  l e s s o n  in  m u l e  s k i n n i n g .  
T h e  f i r s t  t h i n g  y o u  h a v e  to  do i s  to  g e t  t h e i r  a t t e n t i o n .  " I h o p e  t h e  
g e n e r a l ' s  r e m a r k s  w e r e  o n l y  to  g e t  y o u r  a t t e n t i o n .  

I t  s e e m s  to  m e  t h a t  t h e  p r i m a r y  v a l u e  in  m y  t a l k i n g  to  y o u  r e s t s  
i n  t he  s o m e w h a t  u n i q u e  p o s i t i o n  t h a t  m y  o r g a n i z a t i o n  o c c u p i e s  i n  t h e  
f i e l d  o f  i n d u s t r i a l  m o b i l i z a t i o n .  A s  m a n y  of  y o u  k n o w ,  t h r o u g h  t h e  
y e a r s  w e  h a v e  b e e n  c o n c e r n e d  w i t h  m a t t e r s  o f  m i l i t a r y  a d m i n i s t r a t i o n ,  
i n d u s t r i a l  m o b i l i z a t i o n  p l a n n i n g ,  a n d  r e s e a r c h  a n d  d e v e l o p m e n t  
e v a l u a t i o n  w i t h  t h e  a r m e d  s e r v i c e s .  A s  a f i r m  we  a r e  a l s o  c o n t i n u -  
o u s l y  a c t i v e  w i t h  m a n a g e m e n t  p r o b l e m s  of  a l a r g e  a n d  d i v e r s e  s l i c e  of  
A m e r i c a n  i n d u s t r y ,  a n d  s o  h a v e  a c h a n c e  to  w a t c h  i n d u s t r y ' s  r e a c t i o n s  
to  t h e  p r o b l e m s  of  i n d u s t r i a l  m o b i l i z a t i o n  t h a t  t h e y  r u n  i n t o .  A n d  I 
t h i n k  we  c a n  r e l a t e  t h e s e  i n d u s t r y  p r o b l e m s  a p p r o p r i a t e l y  to  t h e  
c o r r e s p o n d i n g  p r o b l e m s  w i t h i n  t h e  D e f e n s e  D e p a r t m e n t  s i m p l y  b e -  
c a u s e  of  o u r  c o n t i n u i n g  f a m i l i a r i t y  w i t h  t h e s e  p r o g r a m s  o n  b o t h  s i d e s .  

I t  i s  a l w a y s  a t e m p t a t i o n  to  t r y  to  c o v e r  t h e  w a t e r f r o n t  w h e n  I 
g e t  u p  h e r e ,  a n d  I t h i n k  I h a v e  t r i e d  to  do  i t  t oo  m u c h  in  t h e  p a s t .  
T o d a y  I w o u l d  l i k e  v e r y  m u c h  to  h o l d  m o s t  o f  m y  d i s c u s s i o n  w i t h i n  t h e  
f r a m e w o r k  of  t h e  c o m p a n y  i t s e l f ,  a n d  b r i n g  in  s o m e  of  t h e  p r o b l e m s  
of  o u r  n a t i o n a l  e c o n o m y  a n d  i n d u s t r i a l  p o l i c y  o n l y  a s  t h e y  p e r t a i n  to  
i n t e r n a l  c o m p a n y  o p e r a t i o n  d u r i n g  t h e  c o n v e r s i o n  a n d  r e c o n v e r s i o n  
c y c l e .  

O n  t h i s  m a t t e r  of  c o n v e r s i o n  a n d  r e c o n v e r s i o n - - t h r e e  o r  f o u r  
y e a r s  a g o  I m a d e  t he  p o i n t  t h a t  o u r  d e f e n s e  p r o d u c t i o n  in  t h i s  c o u n t r y  
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h a d  r e a c h e d  the poin t  w h e r e  t h e s e  t e r m s  " c o n v e r s i o n "  and  " r e c o n v e r -  
s ion"  had  lo s t  m u c h  of t h e i r  m e a n i n g  in an  a b s o l u t e  s e n s e .  Whi le  the 
r a t i o  of o u r  d e f e n s e  p r o d u c t i o n  to c i v i l i a n  p r o d u c t i o n  w i l l  v a r y  t h r o u g h  
the y e a r s  and  wi l l  f l uc tua t e  as  the p r e s s u r e s  and c o u n t e r p r e s s u r e s  
b u i l d  up and d i s s i p a t e  in the i n t e r n a t i o n a l  sStuation,  a c t u a l l y ,  d e f e n s e  
p r o d u c t i o n  on a b r o a d  b a s e  is  h e r e  to s t ay .  R a t h e r  t han  h a v i n g  25 p e r -  
c e n t  of o u r  c o m p a n i e s  100 p e r c e n t  c o n v e r t e d ,  we a r e  m o r e  l i k e l y  to 
have  100 p e r c e n t  of ou r  c o m p a n i e s  25 p e r c e n t  c o n v e r t e d .  

Now, of c o u r s e ,  th is  o v e r s t a t e s  any  r e a s o n a b l e  e x p e c t a t i o n ;  but  
at l e a s t  it  po in ts  out the d i r e c t i o n  of m y  a r g u m e n t .  The  t e r m s  
" c o n v e r s i o n "  and  " r e c o n v e r s i o n "  now b e c o m e  m o r e  i n d i c a t i v e  of the 
d i r e c t i o n  of the swing  b e t w e e n  the c i v i l i a n  p r o d u c t i o n  and  d e f e n s e  
p r o d u c t i o n .  

D u r i n g  the l a s t  two y e a r s  we have  n o t i c e d  that  an  i n c r e a s i n g  n u m -  
b e r  of t o p - m a n a g e m e n t  e x e c u t i v e s  s e e m  to be  adop t ing  th i s  p e r s p e c t i v e ,  
t ak ing  the v i e w  that  d e f e n s e  p r o d u c t i o n  is wi th  t h e m  and  t h e i r  co rn -  
parr ies  fo r  a long p e r i o d  of y e a r s  a h e a d .  Of c o u r s e  t hey  w e r e  h e l p e d  
a long  in th i s  d i r e c t i o n  by the p r o s p e c t  of a m o r e  s t ab le  l e v e l  of d e f e n s e  
p r o d u c t i o n  in the f u t u r e - - t a k i n g  up p e r h a p s  10 to 15 p e r c e n t  of o u r  
t o t a l  n a t i o n a l  output .  

Now, th i s  l0  to 15 p e r c e n t  m a y  s e e m  r a t h e r  m o d e s t ,  but  it  i s  
v e r y  l a r g e  by  h i s t o r i c a l  s t a n d a r d s  d u r i n g  p e a c e t i m e ,  if  we c a n  c a l l  
th i s  p e a c e t i m e .  F o r  i n s t a n c e ,  d u r i n g  the t w e n t i e s ,  d e f e n s e  p r o d u c t i o n  
took  about  1 p e r c e n t  of ou r  n a t i o n a l  output .  J u s t  b e f o r e  the K o r e a n  
s i t u a t i o n  b r o k e ,  i t  was  t ak ing  about  5 p e r c e n t .  Ac tua l ly ,  at  t o d a y ' s  
l e v e l s ,  d e f e n s e  p r o d u c t i o n  is  l a r g e r  than  any  i n d u s t r y  in the U n i t e d  
S t a t e s ,  wi th  the e x c e p t i o n  of the  food and the c o n s t r u c t i o n  i n d u s t r i e s .  
So we a r e  t a l k ing  about  a v e r y  l a r g e  s e g m e n t  of o u r  e c o n o m y .  

The  p r e s i d e n t ' s  5 0 - y e a r  ou t look  fo r  ou r  m i l i t a r y  n e e d s  s u g g e s t s  
tha t  th i s  s i t u a t i o n  wi l l  be  wi th  us  fo r  m a n y  y e a r s  in the f u t u r e .  

S u m m i n g  i t  a l l  up, it  s e e m s  to m e  tha t  the U n i t e d  S ta tes  now h a s  
a dua l  c i v i l i a n - m i l i t a r y  i n d u s t r i a l  e c o n o m y ,  s u c h  as  the E u r o p e a n  
na t i ons  have  known f o r  a g e s .  

Top  b u s i n e s s  e x e c u t i v e s ,  r e c o g n i z i n g  tha t  the p r o b l e m s  of d e f e n s e  
p r o d u c t i o n  a r e  go ing  to be  wi th  t h e m  fo r  m a n y  y e a r s  to c o m e ,  a r e  
p a r t i c u l a r l y  i n t e r e s t e d  t o d a y  in the fac t  tha t  a n y  f u t u r e  n a t i o n a l  e m e r -  
g e n c y  is  go ing  to r e q u i r e  a f a r  g r e a t e r  and m o r e  r a p i d  e x p a n s i o n  
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than  in  pas t  y e a r s  o r  pas t  e m e r g e n c i e s .  B e c a u s e  of t h i s ,  i t  i s  
s i m p l y  good b u s i n e s s  fo r  t h e m  to have  s o m e  d e f e n s e  p r o d u c t i o n  
a c t i v i t i e s  geaz~ed r i g h t  into t h e i r  r e g u l a r  o p e r a t i o n s  as  a l o n g - t e r m  
p r o g r a m .  

If th i s  is  so, what  a r e  the  p r o b l e m s  in  a t t e m p t i n g  to dea l  wi th  
th i s  s o r t  of p r o g r a m  in  the  who le  c o m p a n y  o p e r a t i o n  ? 

In s p e a k i n g  of th i s  point  today,  I a m  not  going  to ta lk  v e r y  m u c h  
about  the  p r i m a r y  m i l i t a r y  p r o d u c t i o n  o p e r a t i o n s  such  as  a r e  
c a r r i e d  out by a i r c r a f t  and  o r d n a n c e  c o m p a n i e s .  D e f e n s e  i s  t h e i r  
b u s i n e s s .  They  a r e  in  i t  to s tay .  It i s  t h e i r  whole  b u s i n e s s .  It  i s  
not  a s p e c i a l  m a n a g e m e n t  p r o b l e m  wi th  t hem.  Nor  a m  I go ing  t o  
speak  of the g roup  of i n d u s t r i e s  p r o d u c i n g  the c i v i l i a n  p r o d u c t s  w h i c h  
a r e  u s e d  d u r i n g  an e m e r g e n c y  wi th  Little o r  no c h a n g e - - t e x t i l e s ,  food,  
and so fo r th .  R a t h e r ,  ou r  e x p e r i e n c e  d u r i n g  W o r l d  W a r  H, and  m o r e  
r e c e n t l y  d u r i n g  the  K o r e a n  p e r i o d ,  has  . e m p h a s i z e d  tha t  the  p r o b l e m s  
a r e  m o s t  s e v e r e  wi th  t h o s e  c o m p a n i e s  w h o s e  c i v i l i a n  p r o d u c t i o n  and 
o r g a n i z a t i o n  p a t t e r n s  have  to u n d e r g o  m o r e  o r  l e s s  s e v e r e  m o d i f i c a -  
t ion  in sh i f t i ng  to the  d e f e n s e  i t e m s .  It i s  in  c o m p a n i e s  of th i s  type ,  
as  we m i g h t  expec t ,  that  the m a n a g e m e n t  p r o b l e m s  of a d u a l - p r o d u c t i o n  
o p e r a t i o n  a r e  g r e a t e s t .  

Now, to u n d e r s t a n d  the  p r o b l e m s  tha t  t h e s e  b u s i n e s s e s  face ,  we 
m i g h t  e x a m i n e  f ive  m a j o r  p r o b l e m  a r e a s  which  have  b e e n  p a r t i c u l a r l y  
i d e n t i f i e d  out of  our  p r e v i o u s  m o b i l i z a t i o n  e x p e r i e n c e  d u r i n g  the  p a s t  
fou r  o r  f ive  y e a r s .  I a m  going  to touch  on p roduc t  k n o w - h o w ,  p h y s i -  
ca l  f a c i l i t i e s ,  f i n a n c i a l  r e q u i r e m e n t s ,  c u s t o m e r  and  m a r k e t  r e l a t i o n s ,  
and o r g a n i z a t i o n  and people .  You m a y  say,  ~tThese a r e  r o u t i n e "  and  
w i l l  f ind,  t h e r e f o r e ,  tha t  s o m e  of my r e m a r k s  s t r i k e  at  the  obvious .  
But ,  I h a s t e n  to point  out  tha t  in m y  p r o f e s s i o n a l  w o r k  I a m  r e p e a t e d l y  
s t r u c k  by wha t  I m i g h t  ca l l  the  " o b s c u r i t y  of the  obvious ,  iv 

T h e s e  c o m m e n t s  a r e  b a s e d  not only  on ou r  own c o l l e c t i v e  e x p e r i -  
e n c e  d u r i n g  the  p a s t  f ive  y e a r s ,  but  a l so  on a r e c e n t  i n q u i r y  of m a n -  
a g e m e n t  e x e c u t i v e s  m a d e  in  a n t i c i p a t i o n  of th i s  t a l k .  So I a m  going  
to speak  p a r t l y  f o r  m y s e l f ,  and p a r t l y  I a m  going to m o u t h  the  w o r d s  
of t h e s e  e x e c u t i v e s .  

F i r s t ,  I want  to t a lk  about  p r o d u c t  know-how.  F o r  ou r  p u r p o s e ,  
k n o w - h o w  r e f l e c t s  k n o w l e d g e  of the  p r i n c i p l e s  tha t  a r e  r e l a t e d  to the  
m a n u f a c t u r e  and the  p e r f o r m a n c e  of the  p r o d u c t  i t s e l f .  T h e s e  p r i n -  
c i p l e s  a r e  r a t h e r  r e a d i l y  u n d e r s t o o d  by any p e r s o n  wi th  s o m e  t e c h n i c a l  
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background. More importantly, then, we are talking about a myriad 
of little details, of between-the-llnes information on tools, production 
operations, and so forth, that just cannot be adequately presented in 
any written or formal communication. It simply is something that the 
human animal has to learn by doing. 

Just a few examples: I will take first a well-known gear manufac- 
turer. You have all heard of him. He also has another Line of busi- 
ness, which is his principal volume line. And this nongear line deals 
in tolerances of millionths of an inch. During Korea he got into pro- 
ducing jet engine gears. He demonstrated all the knowledge and all 
the skills that were necessary to meet the exacting standards of Air 
Force requirements. He moved into the production very quickly and 
very efficiently, and turned out his product at a reasonable cost, even 
though he never made gears for jet engines before. 

Now, a n o t h e r  c o m p e t i t i v e  g e a r  m a n u f a c t u r e r ,  who had  not had  
e x t e n s i v e  p r e v i o u s  e x p o s u r e  to s o m e  of the g r e a t e r  p r e c i s i o n  a s p e c t s  
of m a n u f a c t u r e ,  as  had  the f i r s t  m a n  th rough  h i s  n o n g e a r  work ,  had  to 
w o r k  t h r o u g h  a c o n s i d e r a b l e  r e f i n e m e n t  of h is  m a n u f a c t u r i n g  and in -  
s p e c t i o n  p r o c e d u r e s  b e f o r e  he could  get  going  and t u r n  out a c c e p t a b l e  
g e a r s .  Ye t  th i s  s e c o n d  c o m p a n y  had  m a d e  g e a r s  b e f o r e  fo r  many ,  
m a n y  y e a r s .  In sho r t ,  he  n e e d e d  m o r e  i n t e n s i v e  p r o c e s s  k n o w - h o w - -  
p r e c i s i o n - - i n  the v e r y  s a m e  p r o d u c t  f i e ld  in which  he had  b e e n  s u c c e s s -  
fu l ly  e n g a g e d  p r e v i o u s l y .  

I might say that this second company had rated a very high score, 
as far as know-how is concerned, in premobilization industry evalu- 
ations. But it didn't work out. 

Another simple example just briefly--there was a weLl-known 
appliance company, engaged in turning out washtubs, if you will, in 
a part of their operations. They moved into the making of canisters. 
They knew nothing about the product; but the washtub manufacturing 
processes were directly applicable, although they needed some new 
dies. Because the same processes and skills were involved; they 
moved directly in. The required know-how was present; and this man- 
ufacturer turned out the product in volume, at the right cost and right 
up to specifications. This fellow hadn't been rated as having the know- 
how in some of our premobilization evaluations. 

Sometimes, again, we are fooled in the required know-how being 
present in some of our large outfits. This can be illustrated by the 
experience of some of our large automobile manufacturers moving into 
aircraft engine production. An engine is an engine, isn't it? Well, 
the principles are no particular mystery to these companies, but the 
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too l ing ,  the m a n u f a c t u r i n g ,  and the t e s t i n g  d e t a i l s  a r e  a l l  s o m e w h a t  
d i f f e r en t .  

A i r c r a f t  e n g i n e s  a r e  f a r  moire c o m p l e x ,  t hey  have  m a n y  m o r e  
p a r t s ,  and they  a r e  bui l t  to f a r  c l o s e r  t o l e r a n c e s  than  auto  e n g i n e s .  
As  a r e s u l t ,  at  l e a s t  two m a n u f a c t u r e r s  found that  t h e i r  whole  a p p r o a c h  
to m a n u f a c t u r i n g  p r o c e s s ,  and  i t s  a c tua l  e x e c u t i o n - - t o o l i n g  r e q u i r e -  
m e n t s ,  p lan t  layout ,  m a c h i n e - l o a d i n g  t e c h n i q u e s ,  qua l i ty  c o n t r o l ,  p u r -  
c h a s i n g ;  you can  go r i gh t  t h rough  the whole  L ine - -had  to be d r a s t i c a l l y  
c h a n g e d .  T h e s e  peop l e  w e r e  eng ine  b u i l d e r s ,  but t hey  did not have  the 
s p e c i f i c  k n o w - h o w  r e q u i r e d  fo r  a i r c r a f t  e n g i n e s .  

I n t e r e s t i n g l y  enough,  a b u i l d e r  of s t e a m  t u r b i n e s  a l s o  r a n  into a 
k n o w - h o w  p r o b l e m  in  bu i ld ing  gas  t u r b i n e s .  A l though  the c o m p a n y  had  
~11 the  r e q u i r e d  b a c k g r o u n d  in  p r e c i s i o n ,  Complexi ty ,  and so fo r th ,  i t  
d i s c o v e r e d  that  t h e r e  was  a whole  new h i g h - t e m p e r a t u r e  t e c h n o l o g y  and 
m e t a l l u r g y  invo lved .  Th i s  was  a f i e ld  in  which  the whole  know-how had 
to be m a s t e r e d  b e f o r e  the b u i l d e r  cou ld  s u c c e s s f u l l y  p r o c e e d  wi th  h is  
p r o d u c t i o n .  So he was  t i ed  up un t i l  i t  was  m a s t e r e d .  

T h e s e  a r e  enough  e x a m p l e s  to d e m o n s t r a t e  how we can  m i s j u d g e  
the  e x i s t e n c e  of k n o w - h o w  as  we a t t e m p t  to m a t c h  it with our  d e f e n s e  
p r o d u c t i o n  r e q u i r e m e n t s .  E v e r y  e x a m p l e  I have c i t e d  is  b a s e d  on a 
spec i f i c  e x p e r i e n c e .  In e a c h  of t h e s e  i n s t a n c e s ,  e x e c u t i v e s  have  
s p e c i f i c a l l y  s t a t e d  to m e  that  the p r o b l e m s  of know-how,  as  I b r i e f l y  
s k e t c h e d  t hem,  w e r e  found to ex i s t ;  and that  t hey  t h e m s e l v e s  w e r e  
b e i n g  s u r p r i s e d  by the  d e m a n d s  of such  know-how.  You f e l l ows  can  
p r o b a b l y  th ink  of m a n y  m o r e  c a s e s  in  y o u r  own e x p e r i e n c e .  

As  to the so lu t ion ,  s p e a k i n g  v e r y  b r o a d l y ,  c o m p a n i e s  have  t r i e d  
in  pas t  y e a r s  t h r e e  a l t e r n a t e s  in s e e k i n g  th is  know-how.  F i r s t ,  t hey  
have  t r i e d  to s e l f - e d u c a t e  t h e i r  own staff ,  t h rough  both  f o r m a l  t r a i n i n g  
and t r i a l  and  e r r o r  e x p e r i e n c e .  But, g e n e r a l l y  speak ing ,  th is  has  l ed  
to d i s a p p o i n t m e n t  and the d i s c o v e r y  that  the t r i a l  and e r r o r  e x p e r i e n c e  
p e r i o d  i s  f a r  l o n g e r  than an t i c i pa t ed .  In m a n y  c a s e s  t h e s e  p e o p l e  have  
e n d e d  up going  ou t s ide  fo r  t h e i r  know-how.  

Now, as  a s e c o n d  a l t e r n a t i v e ,  m a n a g e m e n t  has  b r o u g h t  in  know-  
how f r o m  the ou t s ide ,  e i t h e r  t h rough  the h i r i n g  of new peop l e  o r  by 
r e t a i n i n g  s o m e  c o n s u l t i n g  o r g a n i z a t i o n .  Th i s  a l t e r n a t i v e  has  b e e n  
m o r e  s u c c e s s f u l ,  i t  s e e m s ,  a l though  in  h i r i n g  t a l e n t  f r o m  going  o r g a n -  
i z a t i o n s ,  you run  the r i s k  of ge t t i ng  s e c o n d - l e v e l  d i s c o n t e n t s .  A l so  
I m i g h t  m e n t i o n  the  fact tha t  you s t and  the c h a n c e  of b r e a k i n g  up the 
e f f e c t i v e n e s s  of a n o t h e r  o r g a n i z a t i o n  which  is  a l r e a d y  c o n t r i b u t i n g  
h e a v i l y  to the d e f e n s e  p r o g r a m .  
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As to the r e t e n t i o n  of c o n s u l t a n t s ,  I can  s p e a k  f a i r l y  s p e c i f i c a l l y .  
Whi le  i t  is  s a t i s f a c t o r y  as  an  i n i t i a l  s tep ,  we h a v e  found tha t  the r e -  
q u i r e m e n t  fo r  e x t r a c t i n g  the k n o w - h o w  f r o m  the c o n s u l t a n t  and  m o v i n g  
i t  a c r o s s  in to  the o p e r a t i n g  o r g a n i z a t i o n  is  too of ten  o v e r l o o k e d .  

A t h i r d  a l t e r n a t e  has  b e e n  a c t u a l l y  o b s e r v i n g  p r o d u c t i o n  in  p l a n t s  
o p e r a t i n g  and doing the job, and t hen  m o v i n g  into  p r o d u c t i o n  wi th  a 
C h i n e s e  copy  of the whole  a c t i v i t y .  As you o b s e r v e  and copy,  you 
a c t u a l l y  t r a i n  y o u r  own peop le ,  r i g h t  f r o m  the gang  l e a d e r s  on up to 
peop le  who a r e  e x p e r i e n c e d  in m a n u f a c t u r i h g  p r o c e d u r e s  and  p r o c e s s e s .  
Our  own e x p e r i e n c e  in the l a s t  f ive  y e a r s  i n d i c a t e s  r a t h e r  s t r o n g l y  
that  th i s  t h i r d  a l t e r n a t i v e  has  b e e n  the m o s t  s u c c e s s f u l .  

As to the f i r s t  a l t e r n a t i v e ,  i t  is  d i f f icu l t  to t r a i n  y o u r  own peop l e  
i f  you don ' t  know how to do it y o u r s e l f .  And as to the s econd ,  i t  i s  
d i f f i cu l t  to i n t e g r a t e  ou t s ide  p e o p l e  into  y o u r  own o r g a n i z a t i o n  if you 
don ' t  have  s o m e  c o m p e t e n c e  a l r e a d y  wi th in  y o u r  outf i t  that  can  a c c e p t  
the  i d e a s  and  the e f f o r t s  of peop le  f r o m  the o u t s i d e .  

F r o m  t i m e  to t i m e  I h e a r  d r a m a t i c  s t o r i e s  of how s o m e  n e w c o m e r  
in the d e f e n s e  p r o d u c t i o n  f i e ld  has  b r o u g h t  in a f ine ,  f r e s h  c o n c e p t  of 
the o p e r a t i o n ,  s o m e  i n n o v a t i o n s  w h i c h  have  led  to a v e r y  d r a m a t i c  
i m p r o v e m e n t  in  a d e f e n s e  p r o d u c t i o n  p r o g r a m .  But  I t e l l  you,  fo r  
e v e r y  s u c c e s s  s t o r y  l ike  that ,  t h e r e  a r e  n ine  tha t  t r i e d  na ive  i n n o v a -  
t ions  and  f a i l ed .  It i s  v e r y  d i f f i cu l t  to innova te  s u c c e s s f u l l y  wi thou t  
s p e c i f i c  p r o d u c t i o n  e x p e r i e n c e  in  a p r o d u c t .  

M y  d i s c u s s i o n  so f a r  has  e m p h a s i z e d  the a c q u i s i t i o n  of p r o d u c t  
k n o w - h o w .  L o o k i n g  f o r w a r d  to the t i m e  when  r a p i d  e x p a n s i o n  of ou r  
d e f e n s e  o p e r a t i o n s  wi l l  r e q u i r e  the  e f f o r t s  of m o s t  of o u r  t o t a l  o r g a n -  
i z a t i o n ,  we have  the  a d d i t i o n a l  p r o b l e m  of how b e s t  to s p r e a d ,  in 
a n t i c i p a t i o n ,  th i s  know-how,  w h i c h  we have  a c q u i r e d ,  t h r o u g h o u t  o u r  
o r g a n i z a t i o n .  We m a y  then  m o v e  m o r e  r a p i d l y  and  e f f e c t i v e l y  in to  
c o m p l e t e  d e f e n s e  p r o d u c t i o n  w h e n  the  b o m b s  s t a r t  d ropp ing .  I th ink  
tha t  t h i s  is  m o s t  i m p o r t a n t  to c o n s i d e r ,  but  I m e r e l y  wan t  to c a l l  i t  
to y o u r  a t t e n t i o n  h e r e .  I w i l l  r e t u r n  to it in  a few m i n u t e s  when  I 
d i s c u s s  the  d e f e n s e  o r g a n i z a t i o n a l  p r o b l e m s .  

Moving  on f o r  a m o m e n t  to p h y s i c a l  f a c i l i t i e s ,  t h i s  is  s o m e t h i n g  
we cou ld  t a lk  abou t  a l l  day;  so p e r m i t  m e  ju s t  to h i t  the h igh s p o t s .  
T h e r e  is  no e s c a p i n g  the  fac t .  as  we look  b a c k  o v e r  the w o r k  tha t  we 
have  done,  wi th in  both the s e r v i c e s  and  i n d u s t r y ,  tha t  m o s t  of the 
d e t a i l  s u r r o u n d i n g  d e f e n s e  p r o d u c t i o n  has  had  to do, in one way  o r  
a n o t h e r ,  wi th  the  p h y s i c a l  f a c i l i t i e s  r e q u i r e d  fo r  p r o d u c t i o n .  
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Everybody wants plant equipment at once. The problems of the 

machine tool bottleneck have been very substantially discussed. Yet 
many businessmen today feel that, somehow or other, we could do a 
better job in facilities operations. We simply get so tangled up with 
ourselves and our procedural work that it is. sometimes questionable 
whether the machine tool and the construction bottlenecks are as big 
as the paperwork difficulty. 

I know you  h a v e  h e a r d  th i s  one b e f o r e ;  but ,  s t r i p p i n g  a s i d e  a l l  the  
o v e r t o n e s  of s e l f - p i t y ,  t h e r e  r e m a i n s  a v e r y  s t r o n g  s e n t i m e n t  on the  
p a r t  of b u s i n e s s m e n  tha t  t h e r e  m u s t  be a b e t t e r  and  c l e a n e r  w a y  of 
do ing  it .  L e t  m e  give you  j u s t  a few e x a m p l e s .  

H e r e  i s  an  e x a m p l e  of a m a n u f a c t u r e r  of p r o p e l l e r  hub a s s e m b l i e s .  
He r e c e i v e d  a l e t t e r  of i n t e n t  a t  the o u t s e t  of the  K o r e a n  c r i s i s .  U n d e r  
th i s  l e t t e r  of i n t e n t  the c o m p a n y  cou ld  a c t  as  i t s  own a g e n t  f o r  ge t t i ng  
i t s  too l s ,  b u i l d i n g s ,  f a c i l i t i e s ,  and  so fo r th .  The  c o m p a n y  se t  up i t s  
f a c i l i t i e s  and  d e l i v e r e d  i t s  f i r s t  a s s e m b l y  in  s e v e n  m o n t h s .  

Later on, this company had additional production requirements 
handed to it. This time, however, all of our mobilization procedures 
were in good working order. Government clearances were now re- 
quired to get facilities. It took seven months to obtain approval of the 
facilities contract and to set up a procedure for procuring the addi- 
tional machine tools, although these machine tools had already been 
allocated and in many cases were sitting around waiting to be moved 
into position. The paperwork prior to setting up the second program 
took as long as it took. the first program to get clear over to the first 
delivery. 

I a m  s u r e  tha t  th i s  p a r t i c u l a r  c a s e  c a n  be  r a t i o n a l i z e d .  I a m  
s u r e  i t  i s  not  n e c e s s a r i l y  a l O 0 - p e r c e n t  e x p e r i e n c e .  But  enough  of 
th i s  s o r t  of th ing  h a s  h a p p e n e d ,  you m u s t  r e a l i z e ,  so tha t  the  i n d u s t r i a l  
e x e c u t i v e  h a s  c o n s i d e r a b l e  c o n c e r n  about  f a c i l i t i e s  m a t t e r s  in  l ook ing  
a h e a d  to a long p e r i o d  of p a r t i a l  m i l i t a r y  p r o d u c t i o n .  

In an attempt to improve this situation, a good deal of thought 
has been given to greater Interchangeability of plant equipment. Such 
interchangeabillty is highly desirable when possible. But it is my 
own opinion that some folks have spoken rather glibly concerning this 
interchangeability pattern. Their thinking is unobstructed by knowl- 
edge of the actual problems out in the plant, and without too much 
idea of just how improbable it is to translate some of these gleaming 
ideas into greasy practice. 
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We can  d e s i g n  o u r  bu i ld ings  to a c c o m m o d a t e  the  p e c u l i a r i t i e s  of 
d e f e n s e  p r o d u c t i o n  and  s t i l l  have  t h e m  u s a b l e  f o r  ou r  c i v i l i a n  p r o d u c t i o n .  
We can  m a i n t a i n  a d e f e n s e  p r o d u c t i o n  l ine  in b e i n g  o v e r  on one s ide  of 
o u r  p lan t  and  we can  hope  that  ou r  d e f e n s e  p r o d u c t i o n  p o l i c y  in  the 
fu tu re  w i l l  l e a n  m o r e  s t r o n g l y  in th is  d i r e c t i o n .  We can  p l a c e  in s t o r -  
age on ou r  p r e m i s e s  s o m e  of the m a c h i n e  too ls  and  a d d e d  too l ing  
r e q u i r e d  f o r  the e x p a n s i o n  of our  d e f e n s e  p roduc t ion ,  a l t hough  we have  
to be w i l l i ng  to pay  the cos t ,  and we have  to be able  to p l an  a l i t t l e  b i t  
b e t t e r  than  we have  in the pas t .  

But, beyond  th is  concep t  of in t e rchangeab iL i ty ,  I t h ink  we h a v e  
o v e r e m p h a s i z e d  i t .  You s i m p l y  don ' t  t u r n  out V-8  auto  e n g i n e s  on Sat-  
u r d a y  and then  s t a r t  t u r i ng  out a i r c r a f t  e n g i n e s  on Monday.  I t h ink  
tha t  the public ,  i s  l ed  to b e l i e v e  too of ten  that  th is  s o r t  of th ing  p e r h a p s  
c an  be  d o n e  if  s o m e  of us  in  th is  r o o m  w e r e  jus t  a b i t  s m a r t e r .  

As  a s u p p l e m e n t  o r  an a l t e r n a t i v e  to the dual  plant ,  we a r e  f i nd ing  
i t  n e c e s s a r y  to m a i n t a i n  s t andby  f a c i l i t i e s  fo r  s o m e  of o u r  c r i t i c a l  
i t e m s .  P r i v a t e  c a p i t a l  can  h a r d l y  m a k e  s t andby  p l an t  i n v e s t m e n t s ,  
b e c a u s e  they  h a v e  no p r o s p e c t  of a r e g u l a r  i n c o m e  r e t u r n  f r o m  t h e m .  
So the  G o v e r n m e n t  i t s e l f  has  had  to f i nance  t h e s e  f a c i l i t i e s .  In s o m e  
c a s e s  t h e s e  s t andby  f a c i l i t i e s  a r e  i d l i ng  a long  with s o m e  m i n i m u m  
d e f e n s e  output .  Some  such  p r o d u c t i o n  a c t i v i t y  m a y  w e l l  be w a r r a n t e d ,  
s i n c e  it  k e e p s  ou r  m o t o r  w a r m ,  so to speak .  

T h e s e  f a c i l i t i e s  a r e  g e n e r a l l y  o p e r a t e d  by  the l a r g e r  c o m p a n i e s ,  
and th is  s e e m s  i n e q u i t a b l e  to the  s m a l l e r  b u s i n e s s m e n .  E v e n  m o d e s t  
p r o d u c t i o n  c o m i n g  f r o m  t h e s e  l a r g e  p l an t s  s e e m s  to f a v o r  the  b ig  
c o m p a n i e s .  The  s m a l l  b u s i n e s s m a n  f inds  i t  m o r e  d i f f icu l t  to ob ta in  
G o v e r n m e n t  f i n a n c i n g  fo r  b r i c k  and m o r t a r  shou ld  he Like to m o v e  in to  
c o m p e t i t i v e  p r o d u c t i o n .  He m u s t  i n v e s t  h i s  own m o n e y  and f r e q u e n t l y  
f e e l s  that  the c e r t i f i c a t e s  of n e c e s s i t y  d i s c r i m i n a t e  a g a i n s t  h i m .  
E v e r y t h i n g  s e e m s  to be  on t h e s i d e  of the  b i g g e r  c o m p a n i e s ,  so  s o m e  
s m a l l  b u s i n e s s m e n  t e l l  m e .  

On the  o t h e r  hand,  i t  i s  w e l l  to po in t  out  that  t h o s e  p e o p l e  who a r e  
o p e r a t i n g  m o s t  a n y  G o v e r n m e n t - o w n e d  p lan t  a l s o  h a v e  t h e i r  h o n e s t  
d i f f i cu l t i e s .  The  b a s i c  p r o b l e m  is  what  I would  c a l l  "doub le  m a n a g e -  
m e n t .  " T h e  G o v e r n m e n t ,  as  owne r ,  u n d e r s t a n d a b l y  w i s h e s  to be i n -  
f o r m e d ,  and to a p p r o v e ,  of a l l  c h a n g e s  in  the  o p e r a t i o n  of that  f ac i l i t y .  
The  r e a s o n a b l e n e s s  of th i s  o b j e c t i v e  is  u n d e r s t o o d  and a c c e p t e d .  But  
once  i t  g e t s  in to  p r a c t i c e ,  i t  s e e m s  to get  out of hand .  As  a t r i v i a l  
e x a m p l e ,  a c h a n g e  in  the  p r o d u c t  d e s i g n  m a y  r e q u i r e  a new m a c h i n e  
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t oo l  or  some  o ther  a l t e r n a t i o n  in the manu fac tu r i ng  p r o c e s s .  P r i v a t e  
m a n a g e m e n t  r eques t s  au tho r i za t ion  for  such change and suppor t s  the 
r e q u e s t  with fac ts  and f i gu re s  and de ta i led  data jus t i fy ing  the shif t .  It 
sounds l ike a v e r y  r ea sonab l e  and s imp le  m a t t e r ,  but in p r a c t i c e  i t  
invo lves  a t r e m e n d o u s  volume of de ta i led  work  to cove r  e v e r y  such 
shif t ;  and this  de ta i l ed  work  goes f a r  beyond the point  of d imin i sh ing  
r e t u r n s ,  as seen  by p r iva t e  i ndus t ry .  You have h e a r d  th i s  be fore ,  I 

know. 

One p a r t - t i m e  m a n u f a c t u r e r - - b y  that  I mean,  work ing  p a r t  t ime  
in  a i r c r a f t  engine manufac tu r ing ,  and ope ra t ing  a Gove rnmen t  p l a n t - -  
s a y s  f l a t ly  that  the p r e p a r a t i o n  and handl ing  of such p r o p o s a l s  fo r  
change to h is  f a c i l i t i e s  i m p o s e s  the s ingle  l a r g e s t  r e q u i r e m e n t  upon 
his  manu fac tu r i ng  execu t ives '  t ime.  This  is  c e r t a i n l y  an ind ica t ion  
that  double m a n a g e m e n t  can be cos t ly .  

I don ' t  p r e t e n d  to know what the a n s w e r  is  to th is  f a c i l i t i e s  p rob-  
l em.  What I am t r y i n g  to do r igh t  now is  to give you a fee l ing  of the 
b u s i n e s s m a n ' s  thoughts  as  he r ev i ews  his  expe r i ence  of the pas t  few 
y e a r s .  O f a l l t h e  p rob l em a r e a s  suscep t ib l e  to m o r e  c o n s i s t e n t  po l i cy  
def in i t ion  and more  effect ive  p r a c t i c e s ,  th is  en t i r e  a r e a  c o n c e r n i n g  
the planning,  p rov i s ion ,  and opera t ion  of p h y s i c a l  f a c i l i t i e s  can  s tand  

the mos t  a t tent ion.  

Now, v e r y  b r i e f ly ,  a few commen t s  on f i nanc i a l  and account ing  

r e q u i r e m e n t s .  

F i n a n c i n g  a p r iva t e  b u s i n e s s  r anks  among the f o r e m o s t  of m a n a g e -  
men t  p r o b l e m s .  The ma in tenance  of ea rn ings ,  l iquidi ty ,  and l ine of 
c r e d i t - - a l l  of these  ep i tomize  the en t i r e  e f f ec t iveness  of m a n a g e m e n t .  

St is  i n t e r e s t i n g  to me that  in defense  p roduc t ion  the m a j o r  
f i nanc i a l  p r o b l e m s  seem to have been  p r e t t y  wel l  avoided.  B u s i n e s s e s  
which under take  defense produc t ion  g e n e r a l l y  find that  t he i r  l iquid i ty  and 

b o r r o w i n g  pos i t ion  is  improved .  

A l a rge  expans ion  of p roduc t ion  of cour se ,  t i es  up addi t iona l  funds 
in  m a t e r i a l ,  equipment ,  and d i r ec t  l abor  cos t s .  Smal l  b u s i n e s s e s  
s o m e t i m e s  have s h o r t - t e r m  dif f icul ty  r a i s i n g  funds to s ink  into b r i c k  
and m o r t a r .  But, looking at  this  in r e t r o s p e c t ,  it has  not been  a 

s e r i o u s  p rob l em.  
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P r i v a t e  i n d u s t r y  is  c o n c e r n e d  o v e r  how r a p i d l y  i t s  i n v e s t m e n t  
w i l l  be  r e t u r n e d .  Tax  p r o v i s i o n s  a r e  i m p o r t a n t .  On the  who le ,  the  
r a p i d  a m o r t i z a t i o n  p r o v i s i o n  has  p r o v e d  to be  a v e r y  g r e a t  i n c e n t i v e  
to get  i n d u s t r y  to b u i l d  i t s  d e f e n s e  f a c i l i t i e s  and  get  u n d e r  way.  The  
b e a u t y  of t h e s e  tax a r r a n g e m e n t s  has  b e g u n  to fade  a l i t t l e  b i t  now, 
s i n c e  c o r p o r a t e  i n c o m e  is  r e m a i n i n g  high,  and  h i g h e r  tax  p a y m e n t s  
now a r e  and  in the f u t u r e  w i l l  be o f f s e t t i ng  the t ax  s a v i n g s  in  the  p a s t .  

But ,  if  t h e s e  m a j o r  f i n a n c i a l  p r o b l e m s  have  b e e n  t a k e n  c a r e  of 
s m o o t h l y ,  i n  t h e i r  p l a c e  has  c o m e  a g r o u p  of m i n o r  f i s c a l  and  a c c o u n t -  
ing  p r o b l e m s .  A few y e a r s  b a c k  I t a l k e d  h e r e  about  a l l  t h e s e  p r o b l e m s  
of de t a i l ,  u n d e r  the t i t l e  of " t he  a n c h o r  of d e t a i l . "  I would  l i k e  to 
r e n e w  m y  s t o r y  as  " the  t ang le  of t r i v i a .  " 

J u s t  one  e x a m p l e  of wha t  I a m  t a lk ing  a b o u t - - a n d  it c o m e s  a l w a y s  
a s  a s u r p r i s e  to m e  to s e e  wha t  a t r e m e n d o u s  d i v e r s i o n  of e x e c u t i v e s '  
t i m e  i s  i n v o l v e d  on such  th ings .  H e r e  is  a m a n u f a c t u r i n g  c o m p a n y  
t r y i n g  to b i l l  f o r  k i t s  of eng ine  s p a r e  p a r t s  in s u c h  a m a n n e r  as  to ob ta in  
p r o m p t  p a y m e n t .  The  p a r t s  a r e  to be  d e l i v e r e d  as k i ts ,  and  the  c o n -  
t e n t s  a r e  c o n s t a n t l y  c h a n g e d .  B i l l i n g s  f o r  the kit  m u s t  a l s o  be con -  
s t a n t l y  c h a n g e d .  B i l l i n g  on a p e r - i t e m  b a s i s  to s a v e  the t i m e  and  
t r o u b l e  of ki t  a n a l y s i s  i s  t u r n e d  down. The  c o n s t a n t  r e e x a m i n a t i o n  of  
the  c o n t e n t s  of e a c h  kit  fo r  b i l l i ng  p u r p o s e s  c o n t i n u e s .  Al l  of us  c o u l d  
c i t e  o t h e r  e x a m p l e s ,  e a c h  add ing  to the t o t a l  m a n a g e m e n t  load .  De -  
f e n s e  m a n a g e m e n t  a l r e a d y  has  so  m a n y  o t h e r  th ings  to do tha t  it  d o e s n ' t  
l i ke  to have  a n y  u n n e c e s s a r y  c o n f u s i o n  t h r o w n  i t s  way .  

I n  th i s  c o n n e c t i o n  I t h ink  of the s t o r y  of a f e l low r a c i n g  in to  town 
f o r  a da t e .  He b l ew  a t i r e .  He had  to c h a n g e  the  t i r e .  He got  the 
w h e e l  off, l a i d  the  f o u r  nu t s  in  the hubcap  on the  g round ,  and  t u r n e d  
a r o u n d  to get  out  the s p a r e  t i r e .  In do ing  so he k n o c k e d  the nuts  down 
the  s e w e r .  

He was  t h r e e  o r  f o u r  m i l e s  f r o m  town and  w o n d e r e d  what  he  c o u l d  
do about  i t .  It  so  h a p p e n e d  tha t  he had  p u l l e d  up a l o n g s i d e  the c o u n t y  
a s y l u m .  One of the g u e s t s  of the  a s y l u m  was  s t a n d i n g  l ook ing  t h r o u g h  
the b a r s  wh i l e  t h i s  f e l l o w  w a s  b e m o a n i n g  the fac t  tha t  he would  have  to 
w a l k  into  town to get  s o m e  m o r e  hub nu t s .  

Th i s  g u e s t  sa id :  " L o o k  h e r e ,  buddy .  You know, you don ' t  have  
to w a l k  a l l  the  w a y  in to  town.  Why don ' t  you j u s t  t ake  one nut  off e a c h  
of the o t h e r  w h e e l s  and  put  the s p a r e  on wi th  t hose  t h r e e ?  T h e n  you 
c a n  d r i v e  i,-.to town and  ge t  s o m e  m o r e  nuts  and  go r i g h t  on about  y o u r  
b u s i n e s s .  " 
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£544  
" T h a t t s  a w o n d e r f u l  idea ,  " the s ane  d r i v e r  sa id ,  "but  wha t  a r e  

you doing  in th i s  i n s a n e  a s y l u m ? "  To w h i c h  the  g u e s t  r e p l i e d :  " Y o u  
m a y  h a v e t o  be c r a z y  to get  in h e r e ,  but  you don ' t  have  to b e  s tup id .  " 

S o m e t i m e s  I t h ink  we a r e  a l i t t l e  s tup id  in o u r  a d m i n i s t r a t i v e  
i ' tangle  of  t r i v i a .  " 

M a y  I t a l k  a b i t  about  c u s t o m e r  r e l a t i o n s .  A c o n v e r t i n g  o r  dua l  
p r o d u c t i o n  c o m p a n y ,  w h i c h  has  both  G o v e r n m e n t  c u s t o m e r s  and  a 
p r i v a t e  m a r k e t  to s a t i s f y ,  has  two diffe~rent p r o b l e m s  on i t s  h a n d s .  

F i r s t  is  the m i l i t a r y  l i a i s o n  r e q u i r e m e n t .  The  h a r d e s t  t h ing  f o r  
an  e x e c u t i v e  to a c q u i r e  in d e a l i n g  wi th  m i l i t a r y  c u s t o m e r s  is  an  
a p p r e c i a t i o n  of a l l  the c h e c k s  and c o n t r o l s  tha t  a r e  i n v o l v e d  in G o v e r n -  
m e n t  p r o c e d u r e s .  What  a p p e a r s  to the G o v e r n m e n t  a s  a r e a s o n a b l e  
p r e c a u t i o n  to s a f e g u a r d  the t a x p a y e r ' s  m o n e y  a p p e a r s  to the b u s i n e s s -  
m a n  as  u n r e a s o n a b l e  p a p e r w o r k ,  What  a p p e a r s  to the G o v e r n m e n t  as  
c o o r d i n a t i o n  in p l a n n i n g  and  in d e c i s i o n  a p p e a r s  to the b u s i n e s s m a n  as  
b u c k p a s s i n g ,  

P a t i e n c e  and  e d u c a t i o n  a r e  r e q u i r e d  on bo th  s i d e s .  I wou ld  l ike  to 
d i s c u s s  what  the p lan t  r e p r e s e n t a t i v e  c a n  do to f u r t h e r  t h i s  e d u c a t i o n ,  
but  we don ' t  have  t i m e  f o r  it  today .  

M o r e  i m p o r t a n t  to the l o n g - r a n g e  s e c u r i t y  of the c o m p a n y  a r e  the  
c i v i l i a n  m a r k e t  s e r v i c e  r e q u i r e m e n t s  d u r i n g  d e f e n s e  p r o d u c t i o n  c y c l e s .  
It c a n  be  s a i d  wi th  v e r y  g r e a t  t r u t h  tha t  the s t r e n g t h  of a c o m p a n y  
r e s t s  in i t s  m a r k e t s .  P l a n t s  can  be o b l i t e r a t e d  and  r e b u i l t .  P r o d u c t s  
c a n  fa i l  and  be r e d e s i g n e d .  M a c h i n e s  c a n  b r e a k  and  be  r e p a i r e d .  
But  m a r k e t s  los t  a r e  not e a s i l y  r e g a i n e d .  

T h e s e  m a r k e t  t i e s  m u s t  be  r e t a i n e d  by  the c o m p a n y  d u r i n g  t h e  
p e r i o d  of d e f e n s e  p r o d u c t i o n .  And th is  is  the point :  T h e i r  r e t e n t i o n  
m a y  r e q u i r e  f a r  m o r e  e f f o r t  d u r i n g  t h e s e  t i m e s  than  when  t h e i r  
c i v i l i a n  p r o d u c t  f low is  a m p l e .  The  m a r k e t  w a n t s  s e r v i c e ,  p a r t s ,  o r  
j u s t  a l i t t l e  a t t en t i on .  So when  c i v i l i a n  s a l e s  d rop ,  s a l e s  o v e r h e a d  
do not  n e c e s s a r i l y  drop  in  p r o p o r t i o n .  

Th i s  p r o b l e m  has  b e e n  d r i v e n  h o m e  to b u s i n e s s m e n  in  two ways  
in  the e x p e r i e n c e  of the l a s t  f ive  y e a r s .  F i r s t ,  as  an  i n t e r n a l  p r o b -  
l e m :  When  m a n a g e m e n t ' s  a t t e n t i o n  has  b e e n  r i v e t e d  on key  d e f e n s e  
a s s i g n m e n t s  to the e x t e n t  tha t  t hey  have  t u r n e d  t h e i r . a t t e n t i o n  away  
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f r o m  t h e i r  c i v i l i a n  m a r k e t s ,  t h e y  have  l o s t  t h e s e  m a r k e t s .  
g tve  y o u  an  e x a m p l e  of th i s  l a t e r .  

I w l l l  

Second,  a s  an  e x t e r n a l  m a n i f e s t a t i o n :  When  t h e y  c o m e  to n e g o t i a t e  
t h e i r  c o n t r a c t s ,  and  t h e y  want  to i nc lude  s o m e  c i v i l i a n  s a l e s  o v e r h e a d  

(as  l e g i t i m a t e ,  s u c h  a p r o p o s a l  i s  g iven  a g l a s s y  s t a r e .  I j u s t  l e a v e  
the  though t  w i th  ~Vou tha t  we do h a v e  to l e t  ou r  c o n v e r t i n g  b ~ e s : s e s  
m a i n t a i n  t h e i r  c i v i l i a n  s a l e s  p r o g r a m s  to s o m e  ex ten t ,  b e c a u s e  w h e n  
tha t  m a r k e t  g r o w s  co ld  on t h e m ,  t h e y  a r e  gone w h e n  t h e y  t r y  to r e -  
Conver t .  

L a s t l y ,  I would  l lke  to s p e a k  ~ust b r i e f l y  of o r g a n i z a t i o n  and  
peop le .  I have  l e f t  the d i s c u s s i o n  of th i s  to the l a s t ,  b e c a u s e  too of ten  
i t  d o e s n l t  a p p e a r  a s  a v e r y  p r e s s i n g  p r o b l e m  at  the  t i m e  of c o n v e r s i o n .  
Y e t  in  the  end, i f  ou r  p a s t  f lve  o r  s i x  y e a r s  f e x p e r i e n c e  i s  a n y  c r l t e -  
r i a n ,  i t  h a s  g e n e r a l l y  p r o v e d  to be  the s ing l e ,  m o r e  i m p o r t a n t  e l e m e n t  
i n  the  c o n v e r s i o n  and  r e c o n v e r s i o n  p r o b l e m .  

In  a s e n s e ,  of c o u r s e ,  the o r g a n i z a t i o n a l  p r o b l e m  e n c o m p a s s e s  a l l  
the  o t h e r  p r o b l e m s  tha t  we have  t a l k e d  about .  And a l so ,  o r g a n i z a t i o n a l  
d i f f i c u l t l e s  t e n d  to a c c u m u l a t e  r a t h e r  s l o w l y - - a  s o r t  of a d e l a y e d  t i m e  
bomb .  The  w e a k n e s s e s  have  u s u a l l y  b e c o m e  obvious  on ly  when  t h e r e  
h a s  b e e n  a d r a m a t i c  f a i l u r e .  But  in  l e s s e r  i n s t a n c e s  w i t h  d e f e n s e  con -  
t r a c t o r s  e x p e r i e n c i n g  h igh  r e j e c t i o n  r a t e s ,  f a i l u r e  to m e e t  s c h e d u l e s ,  
and  f i n a n c i a l  l o s s e s ,  we have  l e a r n e d  the h a r d  way,  d u r i n g  the l a s t  
f lve  y e a r s ,  tha t  a p r o b l e m  of o r g a n i z a t i o n  and  peop le  p r o b a b l y  e x i s t s .  

In  o r g a n i z i n g  ou r  de f ense  a c t i v i t i e s ,  we want  to m a k e  s u r e  we know 
w h a t  o u r  o b j e c t i v e s  a r e .  Our  p o s i t i o n s  m u s t  be  l a id  out in  a c l e a r - c u t  
f a s h i o n ;  c a p a b l e  peop le  m u s t  be p l a c e d  in  t h e s e  p o s i t i o n s ;  a n d  t h e n  the  
v a r i o u s  o p e r a t i n g  and  c o n t r o l  p r o c e d u r e s  m u s t  be  l a c e d  t h r o u g h  the  
o r g a n i z a t i o n ,  fo l lowing  the e s t a b l i s h e d  l i n e s  of a u t h o r i t y  and  r e s p o n s i -  
b i l i t y .  T h e s e  p r i n c i p l e s  ho ld  t r u e  in  o r g a n i z i n g  fo r  a n y  a c t i v i t y .  

But ,  i f  we f e e l  tha t  we shou ld  a c c e p t  a c o n t i n u i n g  a c t i v i t y  i n  d e f e n s e  
p r o d u c t i o n  a s  a p a r t  of our  n o r m a l  b u s i n e s s  o p e r a t i o n ,  and  i f  we d e s i r e  
to c a r r y  a s  m u c h  of ou r  e x i s t i n g  know-how in to  the  de f ense  o p e r a t i o n  
as  p o s s i b l e ,  and ff  we d e s i r e  to u s e  a s m a l l  p o r t i o n  of o~tr de f ense  
o p e r a t i o n  as  a n u c l e u s  f r o m  which  c a n  g row a n  e x p a n d a b l e  d e f e n s e  
a c t i v i t y  d u r i n g  a n  e m e r g e n c y ,  then  the c e n t r a l  p r o b l e m  of m a n a g e m e n t  
i s  to s e c u r e  a s  m u c h  i n t e r c h a n g e a b i l i t y  o r  dual  a s s i g n m e n t  wi th in  ou r  
o r g a n i z a t i o n  a s  p o s s i b l e  to s p e e d  the w a r t i m e  sh i f t .  
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1546 
I donl t  th ink  you can  o v e r e m p h a s i z e  the  i m p o r t a n c e  of th is  point ,  

Good m a n a g e m e n t  is  the  p r o d u c t  of an i n t r i c a t e  t e a m w o r k  of m e n  who 
have  l e a r n e d  how to w o r k  t o g e t h e r .  The peop le  c o m p r i s i n g  a s u c c e s s -  
ful o r g a n i z a t i o n  have  l e a r n e d  to know one a n o t h e r  in  t e r m s  of how the 
o t h e r  f e l l ows  th ink  and  r e a c t .  T h e s e  peop le  c o m p l e m e n t  one a n o t h e r .  
T h e y  know e a c h  o t h e r  Is s t r e n g t h s  and w e a k n e s s e s - - w e  a l l  have  t h e m - -  
and  t h e y  c o m p e n s a t e  fo r  t h e m .  T h e y  know w h e r e  the r e a l  d e c i s i o n s  a r e  
f o r m e d  and w h e r e  fol lowup i s  n e c e s s a r y .  Al l  the d e l i c a t e  n u a n c e s  of 
h l lman  p e r s o n a l i t y  and  h u m a n  r e l a t i o n s  have  b e e n  s u c c e s s f u l l y  m e s h e d  
t o g e t h e r  in to  a going  m a n a g e m e n t  t e a m .  In s h o r t  the k n o w - h o w  a m o n g  
peop l e  has  b e e n  w o r k e d  out. And, i ndeed ,  the  i m p o r t a n c e  of the  o r g a n i -  
za t ion  p r o b l e m  s t e m s  f r o m  the  fac t  that  the  k n o w - h o w  of a m a n a g e m e n t  
t e a m  is  m o r e  e s s e n t i a l  and m o r e  di f f icul t  to a c h e i v e  than  p r o d u c t  knoW- 
how. 

S ince  i t  i s  out of such  v a r i a b l e  s tuff  that  an o r g a n i z a t i o n  m u s t  be  
bui l t ,  of c o u r s e  it i s  d i f f icul t  to s t a r t  f r o m  s c r a t c h .  It  i s  f a r  m o r e  
e f f e c t i v e  to t ake  the  m a n a g e m e n t  k n o w - h o w  of an  e x i s t i n g  t e a m  and 
adapt  i t  to new  p u r p o s e s ,  bu i ld ing  p e r h a p s  s o m e  new s k i l l s  in to  the  t e a m ,  
but  s t i l l  ho ld ing  to the t e a m  e x p e r i e n c e .  T h e r e f o r e ,  the f i r s t  p r i n c i p l e ,  
g r o w i n g  out of K o r e a n  e x p e r i e n c e  of c o m p a n i e s  c a r r y i n g  on bo th  c i v i l -  
Jan and  d e f e n s e  p r o d u c t i o n  at the  s a m e  t i m e ,  as opposed  t o  W o r l d  W a r  
]I w h e r e  m a n y  c o n v e r t e d  c o m p l e t e l y ,  i s  to ho ld  t o g e t h e r  as  f a r  as  
p o s s i b l e  the m a n a g e m e n t  t e a m  and the peop l e  w~o a l r e a d y  know how to 
get  a job done .  

In  r e v i e w i n g  d e f e n s e  o r g a n i z a t i o n s  du r ing  t h e s e  l a s t  f ew y e a r s ,  we 
can  d iv ide  the  o b s e r v e d  o r g a n i z a t i o n s  in to  t h r e e  b r o a d  c a t e g o r i e s ,  on 
a s o m e w h a t  a r b i t r a r y  b a s i s ,  of c o u r s e .  

F i r s t ,  d e f e n s e  p r o d u c t i o n  m a y  be  a b s o r b e d  in to  the  p r e s e n t  c o m -  
pany  s t r u c t u r e  wi th  a l m o s t  no o r g a n i z a t i o n  change .  Th i s  s e e m s  to have  
b e e n  p a r t i c u l a r l y  s u c c e s s f u l  when  the know-how and  the  p r o d u c t i o n  
o p e r a t i o n s  r e q u i r e d  fo r  d e f e n s e  p r o d u c t i o n  w e r e  qui te  S i m i l a r  to that  
r e q u i r e d  in  the  c i v i l i a n  p roduc t ,  e v e n  though the  p r o d u c t s  t h e m s e l v e s  
m a y  have  b e e n  s u b s t a n t i a l l y  d i f f e r e n t  in  func t ion .  When  i t  can  be  done,  
th i s  o r g a n i z a t i o n  is  an e x c e l l e n t  th ing.  But  e x p e r i e n c e  has  shown  that  
s o m e  c o m p a n i e s  a t t e m p t e d  such  c o m p l e t e  i n t e g r a t i o n  in  the face  o f  d i s -  
p a r i t y  in  p r o c e s s e s  a n d  m a n u f a c t u r i n g  k n o w - h o w  b e t w e e n  c i v i l i a n  and  
d e f e n s e  p r o d u c t s .  Such c o m p a n i e s  too of ten  got t h e m s e l v e s  c o m p l e t e l y  
t a n g l e d  up in  t h e i r  d e f e n s e  p r o d u c t i o n .  T h e n  t h e y  c a r r i e d  that  e n t a n g l e -  
m e n t  o v e r  to t h e i r  c i v i l i a n  p r o d u c t i o n  as  weD, and  e n d e d  up wit.  ~. 

14 



e v e r y t h i n g  t i ed  up in kno ts .  T h e r e f o r e  th i s  pat  s o l u t i o n  has  not  b e e n  
i n v a r i a b l y  s u c c e s s f u l ,  and we shou ld  be  w a r n e d  a g a i n s t  i t s  a u t o m a t i c  
adopt ion .  

Second,  an e n t i r e l y  s e p a r a t e  o r g a n i z a t i o n  m a y  have  b e e n  s e t  up fo r  
the d e f e n s e  work .  This  a p p e a r s  to be  p e c u l i a r l y  a p p r o p r i a t e ,  and  h a s  
w o r k e d  out well ,  when  the  p r o c e s s e s  i n v o l v e d  in  d e f e n s e  p r o d u c t i o n  w e r e  
s u b s t a n t i a l l y  d i f f e r en t  f r o m  those  i n v o l v e d  i n  the c i v i l i a n  p r o d u c t i o n ,  and  
when  d e t a c h e d  p lan t  f a c i l i t i e s  w e r e  u s e d .  If you have  d e t a c h e d  f a c i l i t i e s  
in  g e o g r a p h i c a l l y  r e m o t e  a r e a s ,  t hen  you a r e  almost* f o r c e d  to have  
s e p a r a t e  o r g a n i z a t i o n s .  

It a p p e a r s  in p r a c t i c e  that  t h e s e  s e p a r a t e  un i t s  have  b e e n  m o s t  
s u c c e s s f u l  w h e n  a c a d r e  of m a n a g e m e n t  men ,  s t e e p e d  in the m a n a g e m e n t  
a t m o s p h e r e  of the  p a r e n t  o r g a n i z a t i o n ,  have  b e e n  bod i ly  t r a n s f e r r e d  
o v e r  to the  new p lan t  and g iven  the  t a s k  of s e t t i n g  up shop.  Thus  the  
m a n a g e m e n t  f l a v o r  of the s u c c e s s f u l  p a r e n t  is  c a r r i e d  a c r o s s  to the  new 
o r g a n i z a t i o n .  

In b e t w e e n  t h e s e  two e x t r e m e s  t h e r e  i s  a n o t h e r  o r g a n i z a t i o n a l  p o s s i -  
b i l i t y  wh ich  i s  r e c e i v i n g  g rowing  a c c e p t a n c e  as  a p a t t e r n  of o r g a n i z a t i o n  
wh ich  can  a c c o m m o d a t e  the ebb and flow of d e f e n s e  p r o d u c t i o n  t h r o u g h  
the  y e a r s  ahead .  F o r  want  of a b e t t e r  t e r m ,  I a m  going to c a l l  t h i s  an  
o v e r l a y  o r g a n i z a t i o n .  Th i s  o r g a n i z a t i o n  i n t e g r a t e s  d e f e n s e  p r o d u c t i o n  
in to  the  p r e s e n t  c o m p a n y  a c t i v i t i e s ,  at  l e a s t  to the ex t en t  that  the m a i n  
f u n c t i o n s - - e n g i n e e r i n g ,  p roduc t i on ,  a c c o u n t i n g - - r e t a i n  t o p - g u i d i n g  c o g -  
n i z a n c e  o v e r  both  c i v i l i a n  and  d e f e n s e  o p e r a t i o n s .  T h e r e  m a y  be s m a l l  
un i t s  at  l o w e r  l e v e l s  that  a r e  c o m p l e t e l y  t i ed  to the  d e f e n s e  o p e r a t i o n ,  
s u c h  as  an a i r c r a f t  a ccoun tan t  u n d e r  the  ch ie f  accoun tan t ,  an  o r d n a n c e  
too l  e n g i n e e r  u n d e r  the ch i e f  too l  e n g i n e e r ,  and  so fo r th .  

G e n e r a l l y  speak ing ,  t h e s e  o r g a n i z a t i o n s  have  had  s o m e  c e n t r a l  
d e f e n s e  c o o r d i n a t o r ,  ac t ing  d i r e c t l y  out of the ch i e f  e x e c u t i v e ' s  o f f ice  
and hav ing  a func t iona l  t ie  wi th  a l l  t h e s e  d e f e n s e  un i t s  down t h r o u g h  the 
c o m p a n y .  

W h e t h e r  o r  not  th is  is  the u l t i m a t e  a n s w e r ,  we don ' t  know. But  
we do know th i s :  C o m p a n i e s  tha t  have  gone to th i s  p l an  of o r g a n i z a t i o n  
s e e m  to have  had  f a r  l e s s  t r oub l e  d u r i n g  the cu tback  and the s t r e t c h o u t  
p e r i o d  that  we have  b e e n  t h rough .  And I s u g g e s t  that  we wi l l  s e e  m o r e  
and  m o r e  of th i s  type of o r g a n i z a t i o n  in  the  y e a r s  ahead .  
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154  
So t h e r e  a r e  the p r o b l e m ~ a r e a s  r i s i n g  out of b u s i n e s s  e x e c u t i v e s '  

e x p e r i e n c e  i n  the  l a s t  t h r e e  y e a r s ,  and  the  p r i n c i p l e s  w e ' v e  c i t e d  m a y  
s t i c k  a b i t  b e t t e r  ff g iven  s o m e  a c t u a l  s u p p o r t i n g  e x p e r i e n c e .  

F i r s t ,  I want  to  t a l k  about  the  c o n v e r s i o n  and r e c o n v e r s i o n  of a 
l a r g e  h e a v y - e q u i p m e n t  m a n u f a c t u r e r .  In e a r l y  1951 a l a r g e  h e a v y -  
e q u i p m e n t  m a n u f a c t u r e r ,  wi th  w e l l  o v e r  a 100 m i l l i o n  d o l l a r s  of s a l e s ,  
was  a w a r d e d  a m u l t t r n i l l i o n ° d o l l a r  c o n t r a c t  fo r  a r m o r e d  v e h i c l e s .  The 
c o m p a n y ' s  m a i n  k n o w - h o w  was  in  h e a v y  m e t a l w o r k .  It had  p r o d u c e d  
s i m i l a r  v e h i c l e s  in  W o r l d  W a r  H. The know-how was  p r e s e n t ,  at  l e a s t  
i t  s e e m e d  so.  The  f a c i l i t i e s  of the  c o m p a n y  w e r e  not  a d e q u a t e  fo r  the  
r e q u i r e d  a s s e m b l y  ope ra t i on ,  but  two new p lan t s  w e r e  bu i l t  wi th  G o v e r n -  
mer i t  a id .  

The  c o m p a n y  was  v e r y  l a r g e  and  was  a d e q u a t e l y  f i nanced .  The  
i n i t i a l  c a p i t a l  r e q u i r e m e n t s  w e r e  no p r o b l e m  at al l .  The c o m p a n y  ex -  
p e c t e d  to m a i n t a i n  i t s  n o r m a l  r e l a t i o n s  wi th  i t s  c i v i l i a n  c u s t o m e r s ,  t o  
m a i n t a i n  a s i z a b l e  v o l u m e  of c i v i l i a n  output,  and  to s e r v i c e  i t s  c u s t o m -  
e r s .  And it did.  L i a i s o n  w i t h t h e  s e r v i c e s  had  b e e n  m a i n t a i n e d  s i n c e  
W o r l d  War  H t h r o u g h  a s m a l l  O r d n a n c e  Div i s ion ,  in wh ich  was a c a d r e  
of peop l e  who w e r e  e x p e r i e n c e d  in  G o v e r n m e n t  c o n t r a c t u a l  p r o c e d u r e s .  

The  c o m p a n y ' s  O r d n a n c e  D i v i s i o n  was  only one of t h e  o p e r a t i n g  
d i v i s i o n s .  I t  was  h e a d e d  by  a v i ce  p r e s i d e n t  and,  b e s i d e s  the  c o n t r a c t -  
ing  o f f i ce r ,  had  a d i v i s i o n a l  p r o d u c t i o n  m a n a g e r .  The  uni t ,  p r i o r  to 
th i s  p r o g r a m ,  was  v e r y  s m a l l .  Mos t  s taf f  s e r v i c e s ,  s u c h  as  p e r s o n n e l ,  
accoun t ing ,  c o m m u n i t y  r e l a t i o n s ,  p u r c h a s i n g ,  and  so for th ,  w e r e  p r o -  
v i d e d  by  the  r e g u l a r  s taf f  d i v i s i o n s  hav ing  only  func t i ona l  t i e s  to the 
s m a l l  O r d n a n c e  D i v i s i o n  c a d r e .  

T h i n g s  l ooked  a l m o s t  too ea sy .  But  top m a n a g e m e n t  kept  e x p e c t i n g  
w e a t h e r .  

The  f i r s t  and  m o s t  i m m e d i a t e  m a n a g e m e n t  p r o b l e m  was  to p l an  the 
p r o d u c t i o n  s c h e m e .  As  a f i r s t  e a s e m e n t  i t  was  d e c i d e d  to buy  a l l  p o s -  
s i b l e  p a r t s  f r o m  v e n d o r s  and  m a n u f a c t u r e  o n l y  t hose  wh ich  cou ld  not  
be  pu rchased~  To th is  ex ten t  th i s  c o m p a n y  a c t e d  w i s e l y .  I t s  r e p r e s e n t -  
a t i ve s  had  a c o n s i d e r a b l e  p r o c u r e m e n t  k n o w - h o w ,  b e c a u s e  in  t h e i r  
c i v i l i a n  p r o d u c t i o n  t h e y  got a good m a n y  of t h e i r  p a r t s  f r o m  the ou t s ide .  
T h e y  n o r m a l l y  l e a n e d  s o m e w h a t  upon the p r o d u c t i o n  know-how of t h e i r  
s u b c o n t r a c t o r s .  
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But  then  t h e r e  c a m e  the  p r o b l e m  of the  a d d i t i o n a l  knbw-how r e -  
q u i r e d  to a s s e m b l e  the v e h i c l e .  P e r h a p s  s o m e  of y o u  f e l l o w s  h a v ¢  
h e a r d  tha t  the  t ank  of 1951 was  a b i t  d i f f e r e n t  f r o m  the t a n k  of 1941. 

Th i s  p r o b l e m  p e r v a d e d  the who le  p l a n n i n g  o p e r a t i o n ,  f r o m  the  sub -  
c o n t r a c t  p a r t s  s e l e c t i o n  t h r o u g h  p r o d u c t i o n  e n g i n e e r i n g ,  p r o c e s s  e n ,  
g i n e e r i n g ,  tool ing ,  qua l i ty  c o n t r o l ,  and so  f o r t h .  A lot  of h e a d s  w e r e  
n e e d e d  to do the job, m o r e  than  the  c o m p a n y  had. And a lot  of d e t a i l e d  
k n o w - h o w  was  n e e d e d ,  m o r e  than  the  c o m p a n y  had. New p r a c t i c e s  and  
p r o c e d u r e s  w e r e  n e e d e d  to c o o r d i n a t e  and  c o n t r o l  the c o m p l e x  p l a n n i n g  
j o b .  It i s  h a r d  to a p p r e c i a t e  th i s  c o m p l e x i t y  un t i l  y o u ' r e  in the m i d d l e  
of  i t .  

D o z e n s  of new p r o c e d u r e s  had  to be  put in.  New m e n  had  to l e a r n  
how to w o r k  t h e m ,  A whole  new body  of p r a c t i c e s  h a d  to be d e v i s e d  
a n d  p u t  in to  o p e r a t i o n .  Th ings  b e g a n  to bog  down a b i t .  The  k n o w - h o w  
and s ta f f  of th is  c o m p a n y  w a s n ' t  qui te  enough.  

So top management reached outside to employ men with experience 
to back up their own people. They also used consultants to carry some 
of the initial load. They did this before things got critical. There 
were some bumps, but eventu~Jly things shaped up pretty well. 

D u r i n g  th i s  p e r i o d ,  the o r g a n i z a t i o n - - a n d  I a m  going  to keep  
c o m i n g  b a c k  to th is  p r o b l e m ,  b e c a u s e  in  the l a s t  f ive  y e a r s  we have  
l e a r n e d  that  th i s  is  the p r o b l e m - - h a d  u n d e r g o n e  substantL~! c h a n g e s .  
In fact ,  the  O r d n a n c e  D i v i s i o n - - r e m e m b e r ,  we have  s e p a r a t e  f a c i l i t i e s - -  
had  b e c o m e  a c o m p l e t e l y  s e p a r a t e  o p e r a t i o n .  Whi le  i t  c o n t i n u e d  to 
r e c e i v e  s o m e  s ta f f  a s s i s t a n c e  in  p e r s o n n e l  m a t t e r s  f r o m  the top s ta f f  
o r g a n i z a t i o n ,  o t h e r w i s e  it was  s e l f - c o n t a i n e d .  

And  today?  P r o d u c t i o n  c o m p l e t e d .  The cu tback  was  a b i t  pa in fu l  
in  spo t s ,  but  it was  e a s e d  by  the G o v e r n m e n t ' s  suppo r t  of i t s  p l an t  as  
a s t andby  fac i l i ty .  It has  a s e p a r a t e  d e f e n s e  o r g a n i z a t i o n ,  wi th  a 
c a d r e  r e a d y  to go b a c k  to work ,  w i t h  p l e n t y  of k n o w - h o w  and t e a m w o r k .  

You m i g h t  l ike  to know that  t h e r e  has  b e e n  an i n t e r e s t i n g  d i v i d e n d  
h e r e .  T h e y  have  t r a n s f e r r e d  s o m e  of the e x e c u t i v e s w h o  s p r o u t e d  
t h e i r  wings ,  so  to speak ,  in  the  o r d n a n c e  p r o g r a m ,  in to  t h e i r  c i v i l i a n  
ope ra t i on ,  w h e r e  t h e i r  know-how is  a b u l w a r k  to t he  g rowing  o p e r a t i o n  
t h e r e .  
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I want  to t a lk  nex t  about  the  r e c o n v e r s i o n  p r o b l e m  wi th  a s m a l l  
c o m p a n y .  In l a te  1953 a s m a l l  M i d w e s t  a u t o m o t i v e  p a r t s  m a n u f a c t u r e r ,  
wi th  about  10 m i l l i o n  d o l l a r s  of s a l e s ,  was  e n g a g e d  in  d e f e n s e  p r o d u c -  
t i o n  to a l m o s t  50 p e r c e n t  of i t s  v o l u m e .  The  m a i n  d e f e n s e  p r o d u c t i o n  
i t e m s  w e r e  s h e l l s  and  f u s e s .  The  p r o d u c t  k n o w - h o w  for  th is  type  of 
w o r k  was  v e r y  s i m i l a r  to i t s  c t v i ~ a n  a u t o m o t i v e  p a r t s  m a n u f a c t u r i n g .  
The p a r t s  w e r e  f a b r i c a t e d  on m a c h i n e r y  and wi th  p r o c e s s e s  wi th  w h i c h  
t h e y  w e r e  f a m i l i a r .  The a s s e m b l y  o p e r a t i o n s  w e r e  l ight ,  s i m i l a r  to 
t h e i r  c i v i l i a n  o p e r a t i o n .  Of t h r e e  p lan t s  one p lan t  was  m a i n l y  e n g a g e d  
in  c i v i l i a n  p r o d u c t i o n .  A s e c o n d  h e l p e d  to a c c o m m o d a t e  s o m e  d e f e n s e  
f a b r i c a t i o n .  But  the c o m p a n y  had  a l s o  p u r c h a s e d  a t h i r d  s t r u c t u r e ,  of 
c o n s i d e r a b l e  s i ze ,  an old t ex t i l e  mi l l ,  e s p e c i a l l y  f o r  d e f e n s e  a s s e m b l y  
and s o m e  f a b r i c a t i o n .  

Now, b e t w e e n  1950, when  the d e f e n s e  c o n t r a c t s  w e r e  u n d e r t a k e n ,  
and  1953, the  c o m p a n y  had  r e a l i z e d  a r e a s o n a b l e  p ro f i t  on the  e f f i c i en t  
d e f e n s e  o p e r a t i o n s .  Howeve r ,  the c i v i l i a n  p r o f i t s  w e r e  p o o r .  As a 
r e s u l t ,  the  c o m p a n y ' s  c a s h  and e a r n e d  s u r p l u s  had  i n c r e a s e d  but 
s l i gh t ly .  I ts  c r e d i t  was  good, but  no t e s  payab le  and l o n g - t e r m  l i a b i l i -  
t i e s  o u t s t a n d i n g  did  not m a k e  f u r t h e r  b o r r o w i n g s  f e a s i b l e .  

T o p - m a n a g e m e n t  e f fo r t s  in  th i s  s m a l l  c o m p a n y  d u r i n g  t h e s e  t h r e e  
o r  fou r  y e a r s  had  gone into bu i ld ing  a v e r y  s u c c e s s f u l  d e f e n s e  p r o g r a m .  
The  c o m p a n y ' s  c i v i l i a n  m a r k e t s  had  d e t e r i o r a t e d ,  whi le  i t s  c o m p e t i t o r ' s  
s a l e s  had  gone upward .  In 1953, a l though  the c o m p a n y  had  a r e p u t a t i o n  
fo r  doing  qua l i ty  w o r k  and fo r  m e e t i n g  s c h e d u l e s  i n  i t s  o r d n a n c e  work ,  
i t  had  to take  a cu tback  a long  wi th  e v e r y o n e  e l s e .  

The  c o m p a n y ' s  p r o b l e m  then  b e c a m e  how to o p e r a t e  p r o f i t a b l y  wi th  
at  l e a s t  a 4 0 - p e r c e n t  l o s s  in to ta l  s a l e s ,  due to l o s s  in  i t s  d e f e n s e  p r o -  
duct ion .  And what  p r o f i t  i t  was to get  out of th i s  r e d u c e d  ac t i v i t y  had  
to  c o m e  m a i n l y  f r o m  the c o m p e t i t i v e ,  c i v i l i a n  s ide  of the  b u s i n e s s .  
The  c o m p a n y  b e g a n  to e x p e r i e n c e  s e r i o u s  f i n a n c i a l  l o s s e s  in  1953 and 
a d e c l i n e  in i t s  w o r k i n g  cap i t a l  s e t  in, in 1954. 

The m a i n  p r o b l e m  fac ing  the c o m p a n y  was  to s t r e n g t h e n  i t s  s a l e s  
p r o g r a m  for  c i v i l i a n  p r o d u c t s  whi le  d r a s t i c a l l y  cu t t ing  b a c k  i t s  t o t a l  
o p e r a t i o n s .  M o r e o v e r ,  th i s  c o m p a n y  was in  a v e r y  s m a l l  town, w h i c h  
m a d e  i t  v e r y  d i f f icul t  to cut  back .  It was  a s e r i o u s  c o m m u n i t y  p r o b -  
l e m ,  s i nce  i t  was  the m a j o r  e m p l o y e r .  S o m e t h i n g  had to be done and 
it  had  to be done fas t .  
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P e r h a p s  you a r e  e x p e c t i n g  th is  s t o r y  to have the  u s u a l  happy  
e n d i n g - - a  nea t  so lu t ion  that  a lways  s e e m s  to c o m e  with such  i l l u s t r a -  
t i ons .  T h e r e  is  no nea t  so lu t ion  to th is  one.  A heavy  b u r d e n  was  t aken  
off the c o m p a n y  when  O r d n a n c e  took o v e r  one p lan t  as a s t andby  f ac i l i t y .  
The  c o m p a n y  cut  b a c k  i t s  e m p l o y m e n t  a l m o s t  50 p e r c e n t .  And in a 
s m a l l  town that  is  a p r o b l e m .  

The  c o m p a n y  d r o p p e d  u n p r o f i t a b l e  l i ne s .  It put  in  a new p r o d u c t  
l i ne .  It d i s p o s e d  of e x c e s s  p lan t  and  m a c h i n e r y .  It e l i m i n a t e d  e x e c u -  
t ive  s taf f  o r g a n i z a t i o n .  It r e a l i g n e d  t e r r i t o r i e s  and m a n y  m o r e  th ings  
had  to be done.  

The  c o m p a n y  went  t h rough  a v e r y  d i f f icu l t  t r a n s i t i o n  p e r i o d  in  
1954. It has  m a d e  p r o g r e s s .  I ts  c i v i l i a n  s a l e s  a r e  b e g i n n i n g  to show 
s o m e  i m p r o v e m e n t .  But  i t  wi l l  s t i l l  be  a c o n s i d e r a b l e  t i m e  b e f o r e  i t  
r e c o v e r s  f r o m  the e f f ec t s  of th is  j o u r n e y  into d e f e n s e  p r o d u c t i o n .  And 
th i s  s t o r y  cou ld  be  r e p e a t e d ,  I m i g h t  say,  as a g e n e r a l  type fo r  s c o r e s  
of s m a l l e r  c o m p a n i e s .  It is  s o m e t h i n g  fo r  t h e s e  peop le  to th ink  about  
when  they  look  f o r w a r d  to t h e i r  p a r t i c i p a t i o n  in d e f e n s e  p r o d u c t i o n  in  
the y e a r s  ahead .  

Our  t h i r d  b r i e f  i l l u s t r a t i o n  c o n c e r n s  the o r g a n i z a t i o n  of a m o d e s t -  
s i z e d  c o m p a n y  o r g a n i z i n g  fo r  the long pul l .  It had about a 4 0 - m i l l i o n -  
d o l l a r - s a l e s  o p e r a t i o n .  Th i s  c o m p a n y  is  a m a n u f a c t u r e r  of h e a t i n g  
e q u i p m e n t  and  a p p l i a n c e s ,  a qua l i ty  p r o d u c e r ,  wi th  a b r a n d  n a m e  w e l l  
k n o w n  to a l l  of you.  A i r f r a m e  s u b c o n t r a c t i n g  was i t s  f i e ld  of d e f e n s e  
i n t e r e s t .  It  had b e e n  in a i r f r a m e  b u s i n e s s  d u r i n g  Wor ld  War  H and  
d u r i n g  K o r e a  and  is  c u r r e n t l y  ac t i ve .  

The  a i r f r a m e  s u b c o n t r a c t  b u s i n e s s  was  ge t t ing  m o r e  and  m o r e  
c o m p e t i t i v e .  Th i s  c o m p a n y  w i s h e d  to r e m a i n  in  the  a i r f r a m e  b u s i n e s s .  
But  i t  s tood  in  n e e d  of a r e e x a m i n a t i o n  of i t s  to ta l  pos i t i on .  

F i n a n c i a l l y ,  the c o m p a n y  was  in  v e r y  sound  shape .  It had  good 
c r e d i t .  O r g a n i z a t i o n a l l y  the c o m p a n y  had i n t e g r a t e d  i t s  d e f e n s e  a c t i v i t y  
in to  i t s  r e g u l a r  o r g a n i z a t i o n .  

As a m a t t e r  of fact ,  a s  a p o l i c y  th i s  c o m p a n y  had  d e c i d e d  to look  
to d e f e n s e  a c t i v i t i e s  ifor, l e t  us  say,  20 p e r c e n t  of i t s  s a l e s  v o l u m e  
o v e r  the  long pul l .  H e r e  a r e  the  r e a s o n s  g i v e n - - a n d  I t h ink  y o u ' l l  
a g r e e  t h a t  t hey  r e f l e c t  en l i gh t ened ,  s o c i a l l y  r e s p o n s i b l e ,  ye t  p r a c t i c a l  
m a n a g e m e n t  th inking:  
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1. "As  a m a j o r  un i t  in  A m e r i c a n  i n d u s t r y ,  the c o m p a n y  wan t s  to 
do i t s  p a r t  in  c o n t r i b u t i n g  to the nat ion ' s  d e f e n s e .  

2. "In t i m e  of a l l - o u t  m o b i l i z a t i o n ,  the c o m p a n y  has  a r e s p o n s i -  
b i l i t y  to e m p l o y e e s  and  s t o c k h o l d e r s  to m a i n t a i n  a hea l t hy ,  p r o f i t a b l e  
e n t e r p r i s e  even  though the p r i m a r y  p r o d u c t  l ine  i s  d i s c o n t i n u e d .  

3. " D u r i n g  p e a c e t i m e ,  the p r o f i t  c o n t r i b u t i o n  i s  r e a s o n a b l y  
a t t r a c t i v e .  

4. "An e x p a n d e d  v o l u m e  of c o m p a n y  s a l e s  w i l l  he lp  c a r r y  the 
c o m p a n y  o v e r h e a d  and  thus  b r i n g  g r e a t e r  m a n a g e m e n t  e f f i c i e n c y  and  
l o w e r  cos t  to bo th  c i v i l i a n  and  de fense  p r o d u c t s .  " 

To i m p r o v e  i t s  a i r c r a f t  b u s i n e s s ,  the  c o m p a n y  dec ided  to r e o r g a n -  
ize  i t s  a i r c r a f t  work .  An o v e r l a y  o r g a n i z a t i o n  p r o v i d e d  the c o n c e n t r a -  
t ion  of c o o r d i n a t i o n  of the  d e f e n s e  a c t i v i t y  tha t  was  needed ,  whi le  
r e t a i n i n g  the b a s i c  m a n a g e m e n t  s t r e n g t h .  

In  th i s  o r g a n i z a t i o n  s t r u c t u r e  they  have  a v i ce  p r e s i d e n t  and  a s -  
s i s t a n t  g e n e r a l  m a n a g e r  in c h a r g e  of both the c i v i l i a n  p r o d u c t i o n  
o p e r a t i o n s  and  the de fense  o p e r a t i o n s .  He h a s  a m a n a g e r  of de f ense  
c o n t r a c t s  r e p o r t i n g  d i r e c t l y  to h i m .  T h i s  m a n a g e r  of de f ense  c o n t r a c t s  
h a s  o p e r a t i n g  r e s p o n s i b i l i t y  f o r  c o n t r a c t  a d m i n i s t r a t i o n  and l i a i s o n  wi th  
the m i l i t a r y  and the p r i m e  c o n t r a c t o r s  but  t h e r e  h i s  o p e r a t i n g  job ends .  
At the l o w e r  l e v e l s  we have  fo r  e x a m p l e ,  an  a i r c r a f t  b u y e r ,  r e p o r t i n g  
d i r e c t l y  to the g e n e r a l  p u r c h a s i n g  agen t  who r e p o r t s  to the  v i c e  p r e s i -  
dent .  But  he h a s  a f u n c t i o n a l  l ine  c o m i n g  b a c k  up to our  top d e f e n s e  
c o o r d i n a t o r .  

S i m i l a r l y ,  we f ind a ch i e f  p r o d u c t i o n  e n g i n e e r  o v e r  bo th  c i v i l i a n  
and  de f ens e  o p e r a t i o n s .  U n d e r  h i m  i s  an  a s s i s t a n t  ch ie f  e n g i n e e r  fo r  
a i r c r a f t  who has  the s pec i f i c  know-how.  And so in  each  a r e a  we have  
one o r  two peop le  who have  s p e c i f i c  a i r c r a f t  r e s p o n s i b i l i t y ,  who r e p o r t  
in  t h r o u g h  the r e g u l a r  Line o r g a n i z a t i o n ,  but  a r e  f u n c t i o n a l l y  c o o r d i n -  
a ted  b y  the a s s i s t a n t  to the v i ce  p r e s i d e n t .  

T h i s  o r g a n i z a t i o n  s t r u c t u r e  has  p r o v e d  out s u c c e s s f u l l y .  T h i s  
c o m p a n y  h a s  m a i n t a i n e d  i t s  c o m p e t i t i v e  p o s i t i o n  in  the a i r c r a f t  sub -  
c o n t r a c t i n g  game .  T h i s  c o m p a n y  b e l i e v e s  tha t  the  b e t t e r  o r g a n i z a t i o n  
of what  i t  a l r e a d y  had in  b e i n g  has  made  a d i f f e r e n c e  in  i t s  c o m p e t i t i v e  
pos i t i on .  

Now, w e ' v e  t a lked  a lot  about  o r g a n i z a t i o n ,  s i n c e  in r e t r o s p e c t  
i t  ha s  p r o v e d  to be c r i t i c a l .  H e r e  a r e  some  i n t e r e s t i n g  f a c t s ;  
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I n  a r e c e n t  s t udy  of d e f e n s e  o r g a n i z a t i o n  p r a c t i c e ,  the l i s t  of the 
h u n d r e d  l a r g e s t  d e f e n s e  c o n t r a c t o r s ,  a s  p u b l i s h e d  by the Off ice  of the  
A s s i s t a n t  S e c r e t a r y  of D e f e n s e ,  was  u s e d  as a b a s e .  F i r s t ,  the 49 
c o m p a n i e s  w h i c h  w e r e  e n g a g e d  in a i r c r a f t ,  m u n i t i o n s ,  sh ipbu i ld ing ,  and  
b a s i c  m a t e r i a l s  p r o d u c t i o n  and  e x t r a c t i o n ,  as  a r e g u l a r  b u s i n e s s  w e r e  
e l i m i n a t e d .  T h e i r  p r o b l e m s  d idn ' t  c h a n g e  as  t hey  wen t  in to  d e f e n s e  
p r o d u c t i o n - - t h e y  w e r e  in that  a l l  the t i m e .  Th i s  lef t  51 c o m p a n i e s  
wi th  a s u b s t a n t i a l  c i v i l i a n - d e f e n s e  o p e r a t i n g  p r o b l e m .  

Six of t h e s e  c o m p a n i e s  se t  up a s e p a r a t e  c o r p o r a t i o n .  It  i s  i n -  
t e r e s t i n g  to note  tha t  fou r  w e r e  p r o d u c i n g  a m i l i t a r y  p r o d u c t  s u b s t a n t i -  
a l l y  d i f f e r e n t  f r o m  t h e i r  c i v i l i a n  p r o d u c t ,  and in a l l  c a s e s  t hey  h a d  
s e p a r a t e  p l a n t s - - s e p a r a t e  and  r e m o t e .  

T h i r t e e n  c o m p a n i e s  se t  u p  s e p a r a t e  d i v i s i o n s .  Only  4 w e r e  m a k i n g  
a m i l i t a r y  p r o d u c t  d i f f e r e n t  f r o m  t h e i r  c i v i l i a n  p r o d u c t ,  but  a l l  w e r e  
u s i n g  s e p a r a t e  p l a n t s .  

Six c o m p a n i e s  u s e d  c o m p l e t e  o v e r l a y  o r g a n i z a t i o n s - - t h e  k ind  tha t  
I have  ju s t  d e s c r i b e d - - a n d  w e r e  m a i n l y  in the a u t o m o t i v e  f i e ld .  

H o w e v e r ,  of the 26 r e m a i n i n g  c ~ m p a n i e s  tha t  had  i n t e g r a t e d  t h e i r  
m i l i t a r y  p r o d u c t i o n  wi th  t h e i r  c i v i l i a n  p r o d u c t i o n ,  i t  i s  i n t e r e s t i n g  tha t  
ha l f  of t h e s e  r e p o r t e d  s o m e  s o r t  of a f u n c t i o n a l  o r g a n i z a t i o n ,  w i th  an  
o f f i c e r  at  the top who c o n c e n t r a t e d  on the d e f e n s e  a c t i v i t y .  Th i s  t e n d s  
t o w a r d  the  o v e r l a y  type .  

It i s  a l s o  v e r y  i n t e r e s t i n g  as  a c l o s i n g  note  to s e e  tha t  t h e s e  c o m -  
p a n i e s  w e r e  t h i n k i n g  of d e f e n s e  p r o d u c t i o n  as  a l o n g - t e r m  a c t i v i t y .  

S e v e n  y e a r s  ago,  if we had  w a l k e d  up and t a l k e d  wi th  the p r e s i d e n t s  
of t h e s e  51 c o m p a n i e s ,  I d a r e s a y  we wou ld  have  found m o s t  of t h e m  
anx ious  to ge t  out of d e f e n s e  p r o d u c t i o n .  But  t o d a y  38 of t h e s e  51 c o m -  
p a n i e s - - o n  t h e i r  own s t a t e m e n t s - - a r e  in d e f e n s e  p r o d u c t i o n  to s t ay .  
Only  13 of t h e s e  100 l a r g e s t  d e f e n s e  p r o d u c e r s  look  a t  d e f e n s e  p r o d u c -  
t i on  as  a c o n v e r s i o n - r e c o n v e r s i o n  a c t i v i t y .  

To  m e  it  i s  e x t r e m e l y  e n c o u r a g i n g  to note  the e m p h a s i s  now b e i n g  
put  on l o n g - t e r m  p a r t i c i p a t i o n  in d e f e n s e  p r o d u c t i o n  a c t i v i t i e s  by  top 
e x e c u t i v e s  in  o u r  l a r g e  c o m p a n i e s .  It c l e a r l y  d e m o n s t r a t e s  a m a t u r i n g  
of the m i l i t a r y - i n d u s t r i a l  bond and a fu l l  r e c o g n i t i o n  on the p a r t  of bo th  
e x e c u t i v e s  and  m i l i t a r y  p e o p l e  that  ou r  i n t e r e s t  in t h e s e  p r o g r a m s ,  
w h i c h  p e r h a p s  we m i g h t  s a y  a r e  d e d i c a t e d  in the  l a s t  a n a l y s i s  to n a t i o n a l  
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s u r v i v a l ,  m u s t  go b e y o n d  m e r e  e m o t i o n a l  a g r e e m e n t  and e x t e n d  to 
a r a t h e r  c o m p l e t e  i n t e g r a t i o n  of our  con t inu ing  d a y - t o - d a y  o p e r a t i n g  
p a t t e r n s .  Thus,  I b e l i e v e  i n d u s t r y  is  t r u l y  l e a r n i n g  to u n d e r s t a n d  the  
l o n g - t e r m  d e f e n s e  p r o b l e m .  

On the  o t h e r  hand,  i t  s e e m s  to m e  tha t  the  o f f i c e r s  in  ou r  a r m e d  
s e r v i c e s  c h a r g e d  with i n d u s t r i a l  l i a i s o n  and i n d u s t r i a l  m o b i l i z a t i o n  
p l a n n i n g - - o u r  i n d u s t r i a l  e x e c u t i v e s  in  u n i f o r m ,  if you w i l l - - a r e  a l s o  
m a t u r i n g  in t h e i r  a t t i t u d e s  and p h i l o s o p h i e s  r e g a r d i n g  i n d u s t r i a l  ob- 
j e c t i v e s  and n e e d s  in t h e s e  p r o g r a m s .  Th i s  c o l l e g e  had  a m a j o r  s h a r e  
in  th i s  d e v e l o p m e n t .  And you g e n t l e m e n  h e r e  today  wi l l  go on to bu i ld  
m o r e  of th i s  i n d u s t r i a l  m a t u r i t y  in to  ou r  m i l i t a r y  p r o g r a m s .  I b e l i e v e  
that  th i s  i s  one of the g r e a t  c h a l l e n g e s  in  d e f e n s e  a f f a i r s  today,  and  I 
hope that  m y  s u m m a r i z a t i o n  of l e s s o n s  l e a r n e d  as i n d u s t r y  has  w o r k e d  
wi th  d e f e n s e  a g e n c i e s  du r ing  the r e c e n t  p a s t  has  b r o u g h t  s o m e  new food 
fo r  thought  o r  at  l e a s t  has  s t i m u l a t e d  f u r t h e r  i n q u i r y  in  y o u r  m i n d s .  

It h a s  b e e n  a g r e a t  p l e a s u r e  to spend  th is  t i m e  wi th  you.  Thank  you.  

MR. BAUM: Mr.  P o c o c k ,  I s ee  our  t i m e  has  r un  out. On beha l f  
of the c o l l e g e ,  I t hank  you for  a n o t h e r  m o s t  i n f o r m a t i v e  l e c t u r e .  It 
has  b e e n  a p l e a s u r e  to r e c e i v e  such  a l e c t u r e .  

MR. POCOCK: Thank you very much. 
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