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The infornation requirements ior managing civil defense activities in

;jthe postettsck seriod have been considered by many investigators Their
stucies and the plans resulting rrom them have been confined largely to

‘_cvents associated ‘with movement to and emergence from shelter and subsequent
,survival e!to'ts. These requirements are better appreciatea and understood
. than’ those relevant to the subsequent initiation of policies and activities
5concerned vith economic recovery. OEP, with the cooperation of delegute -
fagencies, has centered discussion of thiz phase of recovery around plans

- for energency agencies: - the ODR_ (OXfice of Detense Resources) ‘and the OES

{Oftice of Bcononic Stsbilization) Existing consideration ot information

.requirenents for the recovery phase has been derived from the proposed or-

lnization,.tunctions, snd nission of tbese agencies.‘;,"'

_Previous SRY work on assessment of total vulnerability hss exemined

».sose'prinsry and secondary effects of an attack on vital institutions such
e privste property, credit, contracts, and others of more sociopolitical
"character.‘ Research in progress hes continued the institutionai approach

narrowing the objectives to questions of legislative imbalance, solvency of
corporate snd governmental bodies, the viability of corporate structure and

and the increesed intercctions between government and busipess assoctated
'itb inponition of controls.” Concomitant with this effort ‘was this study
ol infornntion requirenents for coping with institutionsl problems iden~
titied and of thOSe needed for’ proper coordination and guidance of econcmic
reoovery ef crts. Attention has been ‘directed primarily to information
needed ior nonitoring the effects of actions taken Ly governmente’ bodies

: at tederal state, and local leveis and for prov*ding business ssnsgenent )

tb tne oversli information it nseds for making busineﬂs decisions in the
absence of undistorted indicators of econonic developments. f

nanageuent the preservation of. recognized channels of business activity, _.'

Thechxeskwin,treditional economicstime_seriesnandﬁihe‘needsior drastic i

\'reorientstion of industrial efforts in the postattack period would grestly_
"restrict the smount of information available and expand the nnount needed._ . ,
. The inposition of controlm, ‘the need forx well-directed investment by gov- v T
'”ernnent, business, and privste ‘individusls; ana the dominating economic
,significsnce ot governnent public works expenditures for projects in the .

gencral interest would all complicate the dacision process. These factors

’dknre all highly relef%nt to information requirements for policy determina-

tiom and for'. dsy—to-day operations in the first smeverul months postattack.

i?Infornation requirements have thus been studied with such factors in mind

©7" and in the light of svailable information on plans for ODR, OES, and other
“: relevant government sgencies at federal, state, and local levels.
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-1 POSSIBLE POSTATTACK ENVIRCNMENTS

The character of tle environment following a thermonucler attack
would depend on specifid circumstances. Possible attack objectives have
" been viewed in different
isolated random point, through shows of force in a strotegic bargaining
interchange, to preemptive counteriorce attacks, or tc an all-out sttack
_on industry and population. Attacks could thus be conceived to range any-
where from isolated single weapon detonations to a massive simultaneous

1 ~ attack on all centers o 1ndustry and population with special attention
,,_,»m_Vdevoted)to critical industries su»h as gasolznc refining.

|

Levels of Attack

, The single weapon a tack, even if it were detonated in an important

“eity, whether acﬂidental y or intentionaslly and however devastating, woulr
have limited call on civ 1 defense and recovery machinery, primarily be-
cause the remainder of t e country could te mobilized to bring in whatever
‘assistance was necesaary|or desirable. Strategic response could depend on
theAaccepted conception of enemy intent, but rescue, decontamination, and
subsequent reconstruction would be provided for nationally.

vl A sequence of isolated attacks executed intermittently as part of a
b threat-counterthreat exchange could present an entirely different set of
recovery problems that could prove less easy to handle than some levrl ~f
simultaneous attack unde present civil defense and emergency planning.
It ie difficult to imagine circumstances so neatly balanced that a few
such strikes would not trigger a preemptive counterforce attack, massive
&n rétaliatlon, or some escdlation eliciting an all-out .atteck by the enemy.
Even if this did not occur, the threat of such escalation and the contin-

uance of an intermittent exchange would result in full application of all
----emergency -plans-for reco ery managenent. """

-the same order of magnitude possible from colla‘ersl damage associated
with a counterforce attack, the damage would be considerable and wouid re-
quire centralized federglfdrganization of recovery efforts.

A counterforce attécr would inflict heavy collateral damage on port
cities and other industri

al centers near concentrations of military tar-
gets. It could result 1nLa loss of industrial facilities roughly equiv-~
alent to a loss of from 10 to 20 percent of preattack capacity. It could
also result in loss of from 10 to 20 percent of preattack housing.

1
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) l;A massive attack against industry, on the other hand, might destroy
all gasollne refinery cnpac:ty and virtually ‘eliminate a few other spe- '
clially targeted industrics but would spare at least 20 percent of aggre-

‘ gatg preattack capacity and at least 15 percent of preattack housing.

" The number of casualties from ettacks of these varicus types would

Ur,ééry'greatlyAWith the amount of strategic and tactical warning given, the

passive and active defense measures taken, and the advance defensive

posture of the country. The Gamage sustained would vary with the effec-

'tiveness of active defenses but would be little affected by the few pas=
" sive dufense measures currently being implemented since little is being
~ done to increase industrial dispersion (away from target concentrations)
. of to harden plants and other industrial facilities. ‘

e b R, g oty

: The effects of differert attacks on standards of living are somewhat
less variable sincn the drop in GNP might be paralleled in part by loss of
population. Secondary effects such as intermittent bottlenevks, lack of
trangportation, poor adaptation uf sdrviving capacity to postattack needs,
shortages of some materials and specific producers goods, could all lead
to some degradation of productivity and to underutilization of facilities.
Organizational difficulties could further lower output and degrade the
standard of living'and the economic strength of the country.

‘Results of Attack

A cdecade of research on postattack problems'hés failed to identify
any insarmountable obstacles to recovery of either physical or organiza-
tional nature. - The-virtually'certain survival of an interim supply of
foodstufis, some industrial capacity, and some population wouid make it
_possible for the nation io survive even the heaviest attacks conceivable
during the next decade—-excluding recourse to suicidal’ weapons us ‘the -
cobalt bomb. Ultimate recovery, moreover, would also be possible although
ithe time required to regain some semblance of preattack conditions and pre=
attack natzonal power nould vary greatly with tie attack circumstances

p—

'Although national survival (excluding further external 1ntervention)
and recovery would bhe possible even from the heaviest attacks, they would

_not be assured.  Gross mismanagement of recovery efforts could quichkly dis-

sipate inventories and industf;al capacity. The margin for survival would
be so slight in the case of a~heavy attack that any failure to make the
most of avallable resources could start an accelerating economic decline

- precluding any diversion of output to capacity regeneration. Unsolved

social and political problems could lead to such mismanagement and could
be aggravated by the resulting drop in stazndards of living.
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" This brief review of the possibtle postattack environments is of in-
terest primarily with respect to its implications for recovery management.
~ The present report will be concerned with such questions only to the ex-

tent that they indicate limits on cr requirements for information relevant
. to planning or control of recovery efforts.

The light attacks, whether continuing lntermittentiy or concentrated

‘"'“““irr"a‘';hc}‘r‘t:‘fx'a’rs“!ﬂ!‘tt'a‘tfk'";scht'i’c‘)ct"?::f":ﬂ:"most“on’e’“‘ox'“'tv.'o'cmy‘s**mn'a*ltimr,—’m:m-h'i'—~—-~'——'—“~~*--’w

create an emergency situation that would trigger imposition of standby

freeze orders and all-out.mobilization. In the concentrated attack case,

civil defense responsibilities wouuld carry through emergence from shel-
ters, decontamination efforts, debris removal, and restoration of vital

o services and then pfobubly would diminish as other governmént agencies

took over rehabilitation and recovery efforts. 1In the intermittent attack,

" the assignment of periods of responsibility would be less clear and ¢ vil

defense would continue to play an active role. If the total damage were

light, as assumed for this cagse, the secondary effects on the economy and
the -departures from normal frec ‘enterprise business management would be
minimal. The case of intermittent or partially withheld attack would re-
quire continued close governmental control of shelter and evacuation pol-
icy »nd would result in considerable loss of production time and thus of
monthly output. This would Jecrease output below that achievable follow-
ing a concentrated attack of comparable level. 1In all these cases, how-
ever, the problems of management would be no worse than those of the major
o belligerents in World War II--requiring an industrial mobilization equiv-

alefit to that of the U.S. in 1942 but carried out under intermittent
attack as in Britsin or Germany

The consequences of heavy attacks, which are even more likely to be
" goncentrated, wouid be affected more by targeting petvoleu# refining then
by prolongation of the sttack phase. The signif‘cance of { succeszful
attack on petroleum refining is that it coutd lead to an eXtreme shortage
of fuel that would immobilize diesel locomotives, trucks, s

4 farm imple-
" ments as well as private autos wund thus effectively elimindte transpor-
tation Co o

I

The level of casualties could be reduced by:
other effective warning properly acted on: enemy
‘initiation and concentration of the attack;

enemy ultimatum or by
choice of timing for

preattack preparations includ-
" ing training, pre-positioning tools, evscuation, and shelter planning; and

successful execution cf active or passive defense maneuvers during the
attack itself, As the i=vel of fatalities drop, the per capita measurc of
surviving productive caracity will also drop because of the increased num-

ber of survivors. The level of fatalities is thus inverscely related to
the postattack standard of living.

3
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in the heavy attack, a follow-on strike or even continuing strikes

“would in some respects be relatively less disruptive than intermittent

lighter attacks. Resldual targets would be more equal in importance and

would be dispersed, unless enemy first-strike strategy deliberately spared
certain major targets to save some vulnerable spots for purposes of har-

gaining. Complete eyacuq}ion from such spots would defeat that strategy

e PRI

P

. at *he cost of sacrificing the production capacity ‘abandoned. A program

) of equipment evacuation would provide an additional countermeasure but

\ould be costly and of Iimited applicability.

The conditions for a continuing, 1ntermi tent, or segmented attack
are not too easy to imagine in detail, but some balance between the two
sides and some symmetry of stratezies seem to be essential prerequisités
of such a deiicately controlled strategic situation. If the situation
were initiated by heavy attacks on a few selected targets with some equally
forceful but equally constrained counterattack, any passive defense would
probably emphasizé evacuation of all but essential people in the major un-
touched target areas. The effect of such evacuation would be denial of the
full vse of many industrial facilities and most of the nousing available in
the hostage cities. The consequences of the initial losses and the re-
stricted use of much of the surviving plants would approximate the results
of an all-out heavy attack. The task of managing a rehabilitation effort

"while remaining alert to the possibilities of attack would approx1mate that

of.managing. a. recovery frnm a full'srale, all-out attack.

. These variaus”attack'situations are classified in Table 1, with the
classification based on enemy intent (counterforce or counterindustry),
severity, timing (continuing or single strike), and whether petroleum re- '
fining was specially targeted. Table 1 further indicates the nature and
severity of the recovery problem for each case. ‘

The possible elimination of the petroleum reflning irdustry as part of
a heavy attack would present special recovery management problems. . Whether

~-this were-sccomplished in the.original strike or carried out over a longer

time period, the eventual depletion of motor Iuel inventories and the means
for replenishing them would effectively immobilize the population, stop

.+ freight transport, and cripple agriculture. Since at least one or two

years is required under present construction technology to build a refinery,
the restrictions on transport would persist. Over and above the problem of
transport itself would be the task of reorganizing industry to be less de-
pendent on transport. Should this become necessary, it would impose a major
constraint on the organization cf recovery efforts and on any associated
information systems.




ENSp

Rk, b et

S

‘.urﬁcﬁo>a (£13snpuy pus) uoil

i

Lxisnpuy
uo %ou3)e afBuys Judyy

o w £32318a38
Bujuyedaeq y -Ax3snpui uo
| yowiie Furnuyjucd 1y3dm

afejaoys uoyislrodsusry
inq a3suep ydyr -3zod
-sugi} pue Juyjosed ucty
-gindod uo joe33E® 3ITBUIS

mﬁmxaﬁzsiaukoamnaha pue
! auytjosed ‘uoyjieindod uc
yo83318 Juynuijucd Y3l

i
1

o Inojiey ou Jo 2133V
| woe1}s snosusiinuys arBuys uo
| . 3qodsusal ajenbapy

noi1e; AAassH

=4 =Jd
= 2 : w Surnuyjuod = D
=1 - Juyzyirqoun] = I
gindod = & (4Ax3supuy 2ouay pus) :oﬁuua1noa jsugedy = d
4311 = H : W AABaH =~ H  :QNIDTI
: !
A1 pides L1aaocoaa 3Ing huh
afouep ALagel ‘Ld3IsSnput m
anl uo yoeiije ayJuik Aavay  ADX
. , , - Suyz 1 Iqoun yuou
R £134002x MOTS ADX ——PAXTH
A0l *)ov338 FuUInNuUTIUOD WOIJ | .
£171Tqouuy Swo§ - A13¥NpUT M
o)1 ‘wo %o831% Aurnuyiluod fLaesH 401 f
pajuawudeay m .
ADL ‘£13unod ‘3aodsusal pus hyn
augiossd Buypnidul LX)Snp | i
a21 ~uy uo jyowile a1durs ALaeaH hwu © Buyzyrrqowuy
A01 aseo 318104 3sodsusal pus th -~ PaxiH
‘auytossd ‘Aajysnpuy uo
J01 j}o83118 BUTnUTIUCD AABSH. hpn
dn _ r:
[

o811V I

: SLNTRHOMIANT NOVLLVISOd QILVIOOSSY |
40 $OLISTHILOVEVHD GNV SYOVLLV TTGISS0d 40 NOILVIILISEVIO

30831V AnBOH

1 2198k

o

%




<

o B A e

: Ino{Ie} Ou X0 B1IIVI
:umuuu snoauglinuis 318uls auo

, jxodsuexy ajonbapy
/iluzav«o>a nahumsvzq,ﬁsav uotyeindod

”‘“‘“"7

uotTieny s Suy
:=wumwun ‘8. ut numwanw Ax8311
zmﬂs i uo xuawuc wﬁucgm aydr

w _ =o~ea=u“m Sujuyed

-84 8 Uy 8138181 Lxgyiyyiw
" uo xuuu*q Suinuiiuod 14311

ﬁ ,
m : ijonyie
;wwmuuausm ajsnbapeuy uy

f3aodsusa) pus duyjosed
I |uo yomale a1Buls 1uBYl
I m , §aNUTIUOD
aem ssatun ATaNTLUN -A19A
.uwoamnauu.ho.mcqﬁomew x0

‘%08338 BuynuiIucd BT

14311

421

Aot

AD1

Kte) |

AD1

ap1

491

401
d A

monow
130 N N S 9

L}

A
v:0aaaw Laeay = J
wzﬁscﬂuzoo o]
Buyzyriqouwmy = I
nhnum=v=¢ aouay pus) :c«uaasnon 1sujsldy = d
| Anol = H :QNIDFT
AxaA0004 pidea inq adeusp R ” M~ ’
Axeyrriw Laeal *)om3NY . , :
5210J133UN0d B3TBuTs Aaea w
,,H . 13uy ! H 42X - £1uo
: - - _ a0 |- ?0103133UN0D
A1aqylun  *¥d813E® 3dI0F -
~-131unod Surhiuiluod LaeaH. 401
£13A0934 NoInb pue afsuwep
Ax3snpur Y31  crxodsusay  AD1
pus oujioss® Suyjasasy - [
aaxojxajunod atlutls Aavey JI31 o
: I u, . .. Burzyyyqounuy
. ‘ Sutzil il |-~ 82103221uUn0)
-1qoww]. ‘jIodsuexy pue  ADI m
oujiossd Buyiolduel 25103
‘—a23unod Sutnuyiuod AAway JOI /, :
A H w

%0833V 3UBFI -

(papniouod) { 3tqel

xuaa~<4>>aw=

oy

e e T

RO

e e e

el ok e AR
e N,




Bt £ N s v

wxr

St

B et N b e b el

" A segmentation of the national economy into scattered local complexes,
whether eniirely isolated from one another or tenuously connected by high
cost trangportation and communications networks, would constitute a pro-
found change in the organization of U.S. business. Persistent trends
toward centralization of management, specialization of industry, dependence
on national or world markets, economies of scale, and other traditional
.marks of industrial progress would be abruotly reversed. These changes in .. .

turn would also have fundamental consequences for the entire American cul-
ture. .

Ir these heavy attacks, loss of or evacuation from housing would cre-

ate a major housing shortage and present complex problems in finding or

“improvising shelter through barracks living, doubling up, billeting, or
other emergency measures. A fuel shortage could aggravate this situation
by constrasining workers to live within walking distance of their place .of
wqu. Insolvency of businesses and individuals, with or without some plan
for implementing the stated loss-sharing policy, and uncertainties as to

management succession could raise many questions as to title to property
and decision-making authority. ‘ '

Segmentation'of the country would put local officials or local leader~
ship in a position of unprecedented responsibility and under tremendous
pressure from the local population, from the tense situation, and from
local groups and influences. Any long delay before the state and federal
governments exerted their leadership in the national interest would result
in general collapse into a kind of interregional anarchy. On the other
hand, the shortage of transportation, in the case of a refinery attack,
and the high real cost of transportation would put ‘a high value on measures

increasing local self-sufficiency, and such emphasis should be included in
all natioral plans. '

The heavy attacks,-ﬁﬁen oriented toward destruction of transporta-
tion, would disrupt the traditional hases for many business arrangements,
including effects on such institutions as nationsl markets, national credit
systems, the sanctity of contracts, much of thé preattack brokerage and -
distripbution activity, and most private financial operations. The prob-
lems of local and regional economic life would generate pressures for re-
organization of the corporate structure of industry and for modification e
or guspension of legislation regulating it--including antitrust laws, fair
trade laws, collective bargaining acts, special subsidies or parity price
agreements, restrictions on integralion of interstate commerce, and other
keystones of a regulated free enterprise economy. Moreover, emergency
measures typical of wartime or mobilizations for war would be imposed in-
cluding at least rationing, price and wage fixing, control of critical
materials and facilities, limitation orders, priorities, and allocation
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programs as well as unprecedented controls on construction and faciiity

Even the lightest attacks, except possibly the isolated single weapon
case, would create sufficient devastation to warran® imposition of some
wartime controls whether or not there is any full scale mobilization. If
1ransportation*were—attacked_{principally~by~térgeting~petroleum refin=— —
eries) inkconJunction with a counterforce strike, the resulting situation
would differ from the heavy counterindustry strike mostly in degree. The
same institutions would be threatened in each case and a qualitative de-
The condi-~-
tion of transport in the postattack period is thus extremely important if

The economic fortunes of different individuals and businesses cduld
Direct
losses and indirect financial ramifications of settlements would be quite
important in this regard, and the exact workings of any loss-sharing plan,
however equitably intended, would probably affect various groups differ-
Subsequent developments during the rehabilitation and early re-
The transition from preattack
to postattack conditions would bring about drastic shifts in economic
Those in the best position to fill postattack
needs would prosper even with strenuous government efforts toward economic
The postattack period would thus bring about rapid changes
in social and economic status and market changes in the relative values of
This
could result in a relatively mobile social structure and a fluid situation

Existing plians for recovery management envisage the establishment of

and the parallel implementation of state plans to establish complementary
Table 2 lists the most
important of these proposed federal measures, agencies, or programs and
: The final listing, the Comprehensive

tion of plans for interim action until federal activities can become oper-
State agenciec or activities established under such plans would
evolve into state resource management agencies or be absorbed in or become

4
3
T A

‘@ conversion or utilization.’

i

!

it scription of the resulting situation would be about the same.

- o

‘not cructal, in characterizing the postattack “environment.
prove quite different in the course of the transattack period.
entiy.

iy ~covery periods would be even more diverse.

: requirements and values.

— stabilizatioan.
different types of skill, knowledge, or occupational experience.
with regard to irdividual authority and responsxbility
Existing Plans Td Recover from Attacks
o i -

some new federal
or temporary prototype agencies and activities.
indicates their primary function.

. Plan,

¢

| ative.
complementiry to federal activities.

8

is an OEP program for assisting the individual states in the prepara-

e s
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These various plans have evolved from wartime controls applied in
the Korean conflict and World War II and undoubtedly provide a2 picture of
what would be necessary and likely in the case of s light or purely

counterforce attack. Although they provide for emergency operation of a . ﬁ i
- damaged transportation network, they do not appear to be adequate for an N 'ﬁ
Y .. immobilized society such as that likely after a heavy attack. Evidence i S

in support of this conclusion is contained in ‘earlier reports,1’2:3 and - S
will be supplemented in this report. It is mentioned here incidental to
the general observation that in the event of a heavy attack,'new forms of
.government intervention would evolve as dictated by necessity. One of

the more striking characteristics of the postattack environment would be
extensive interinvolvement of local government and local business and the }
major role played by the federal government in economic life and partic-
ularly in facility construction. - A corollary to these developments would

be the unprecedented involvement of business and government in the affairs
of the ordinary private individual.

-

. “Dresch, Francis W., Review of Résearch on the Supply“Requirementsg =~~~ 7 =7 " o ogems
Problem (prepared for Office of Emergency Planning), Stanford Research
Institute, Menlo Park, California, February 1962. ‘ .
Dresch, Francis W., Resource Managenent for Economic Recovery Follow- ' o
ing Thermonuclear Attack, Part I: "A System for Synthesis and Feed-
back of %ssential Information"; Part I1: "Effective fontrol of Re-

secarch Institute, Menlo Park, California, August 1966

sources in Recovery Management (prepared for Office of Emergency ?
Planning), Stanford Research Institute, Menlo Park, California, June' 3
1964 and January 1965 i

3. Dresch, Francis W., and Hazel Ellis, Methodology for Assessing Total ﬁ
- Vulnerability (prepared for Office of Civil Defense), Stanford Re- Ig
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Gt —...Relationghip of Decision Problems and Level of Attack.....

‘been heavily hit.

II DECISION PROBLEMS IN RECOVERY MANAGEMENT

The decision problems in the postattack period would vary somewhat
with the environment but less so than might be expected. The immediate
problem would be that of making an accurate appraisal of the environment
itself. Preattackvdémage agssessment programs combined with transattack
data on bursts would presumably provide preliminary estimates of the sit~
uation, and these could be updated as local 1nspectgon became possible.

. Even more precise and more detailed information would be needed for re-

covery management. For discussion of the nature of the decision. problems

themselves, however, such detail is not necessary and the crude classifi-

cation of possible environments presented in Chapter I 1is more than ade-
quate. : '

, Even in the light damage case, there could be room for debate about
the desirability of attempting to restore particular cities that may have
Criteria must be developed for judging the unique geo-~

- graphical or economic features of'historicnlly significant locations in

- the context of the current national situation to reach rational decisions

about recovery goals. 'This is not 8o much a question of attempting to

- derive benefit frown catastrophe by applying brinciples of aesthetics,

economic location vheory, and other neglected yardsticks to the task of

" rebuilding the uation as it is a practical and inescapable question of

. meeting the requirem:nt for new facilities as intelligently as possible.~

Alternatives would include expansion of facilities in undamaged cities,
relocation of the heavily damaged city, rubble clearance and reconstruc-

tion-of. the damag:zd cityumore or less at its original location, or some

compromi se among all these possibilities. 1In the heavy attack case, such

Problems would become more global in scope. ~Thé variety of recovéry plans ~

~ would increase grertly but the constraints would also increase in number
and become mcre restrictive because of basic limitations on the capacity

AT AN I e

of the stricken cconomy to rebuild at all. A fundamental problem would

arise with respect to the esnalytical task of identifying, screening, and
evaluating, even in a crude way, all the more plausible alternatives. To
provide some perspective for discussing decision areas relevant to recov-
ery management, Table 3 presents s list of decision problems likely to be
typical in the caze of an immobilized and heavily damaged economy. Codes
indicate whether the problem or a variant would be likely to arise after
a light attack end whether the problem could be resolved locally or

Vo
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xi7ftederally or would require close cooperation among local, state, and fed-
. eral governments for any solution.

I  ;The probléms'cited in Table 3 héveAthe form of abstract decision
probleas rather than specific questions of the type: '

1s it really needed?

Where can we find it?

How can we make it?

o : . - When should we do it?

\ o S . . ' wWhy do we do it this way? .

‘The abstract formulation of these problems forces recognition of the fact
~ that ordinary economic decisions are made in relative isolation from con-
cerns about the nature of the economy as a whole or the reasons for or
directions of its slow evolution. 'The postattack situation, on the other
‘. hand, requires decisions oi far more fundamental character without the
benefit of & practical ceteris patribus assumption since things would have —_
_‘changed radically, would continue to change for a long time thereafter,
and would never be the same. '

: ‘The typicél prbblems listed in Table 3 can best be discussed in terms
of specitié illustrative cases, such as those listed in Table 4. The three
) examples cited will 1llustrate the difficulties associated with identifying
* and presenting a complete set of alternative courses of action. Even in
- -~ the absence. of . price control, nothing resemiuling market prices would be
" available to indicate the total real cost of effort and materials that
would be required for some of the alternatives cited, since mary scarce
. skills; materials, and construction items would have acquired a real value
"~ of astronomical level. A few of these could be handled by rationing, price
“ fixing, and controlled allocation, but the problem would remain of deter-
: _mining some rational basis for the artificial prices selected and for mak-
ing the allocations. In each of the cases, the relative risks, costs, and
o f e e - —henefits would be difficult to establish in view of the fact that estimates
' of the time available or the time required are probably poor and depend on
the nature and consequences of other decisions. The problem of proper
pricing of items in cost/benefit comparisons would be further complicated
by difficulties in establishing a proper interest rate for discounting the
future and in esfimating dates for any anticipated events or developments
that would make particular programs either critical or superfluous. Such
eritical dates or milestones would include those for contingency events
such as the exhaustion of the diesel fuel inventory if no new sources were
obtained or times related to the crop or livestock cycle.
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Postattack-decision making would be made more difficult
confusion about national objectives as well as the dnusuallj
certainties as to possible start-up or due dates, production rates, and
future requirement. It would also suffer from uncertainty as to the
amount of uncertainty itself. 'The usual uncertainty as to the possible
course of foreign affairs would be aggravated in the postattack period by

by general
serious un-

a worldwide instability characterized by rapid shifts in ‘power alignmrnts

‘and in relative national pover.

- The postattack period would be further complicated by the necessity
to examine anew the compromises effected among COnflicting goals in the
course of U.S. history. These would include many guestions to be resclved

. relative to past commitments such as loss equalization; pensioﬁ‘and>re-

tirement arrangements; the plight of the aged or handicapped; losses under
contract nonperformance; and losses under condemnation processes, govern-
mental actions to' promote recovery, or economic changes induced by govern-
ment actions. Measures taken to assure the greatest good for the greatest:
number might warrant some consideration of compensation for the minorities
adversely affected. The urgency of the situation end the time require~
ments for vital actions would conflict with the traditional systems of
checks and balances and would .result in new compromiser between initlative
and post audit. The problems of depressed regions would arise again on o
wide scale with a new lineup of economic regions, and a distinction would
have io be made between regions likely to be chronically depressed and

- those with an acceptable future but with a minor contribution tomake to the

rehabilitation period. A balance would have to be achieved between imme-~

diate requirements fbp local self-sufficiency or viability and longer run

advantages of specislization. This would include the usual conflict be-

tween the economic advantages of concentration and the defensive advantages
of dispersal. The proper role for free enterprise in an uncertain and
heavily controlled economy would have to be re-examined.  The proper roles
of consumer preferences and individual valuations of working conditions,

leisure, and time prﬂferences would also have to be re-examined with full

coming generations.

recognition of clear and conflicting collective needs and the needs of

_Table 4 provides examples of specific decision situa-

S i A L e e e G A PR WL R R ULk S B

tions including many of these conflicts in a fresh or unusual context.

Table 3 recognizes their importance and provides suggestions for giving
them a formal--structure. . .- ...

’

Decision-Making Responsibility

. This preliminary sketch of the problems of decision-making in the
postattack period has not considered the problem of assignment of decision-
making responsibility to individuals or agencies; it has mwerely indicated
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. yequirements for decision-making. .Howeverl. the fundamental character of
};Vsome of the policy questicns und their clope association with bractical
matters relating'fo‘publlé‘welfare and conljlective goals suggest that much
of the decision process should permit reprbsentation of different interests
" and points of view. It should thus be an pfficial process and therefore a
. government«procéss. It would be unrealistic to hope that appropriate reso- -
lution of such problems could be obtained {through the collective effects of

" uncoodinated actions of individual lesders of industry -and spokesmen-for ...} .

~interest groups. If this statement appears obvious, it should be pointed

out that similar decisions and conflict r

- over many decades by the collective resulf

eventually §aﬁctioned by law or custom. -

" What has been said thus for relates
" cisions, the rational analysis of alterna
decisions made.

solutions have been effected
s of many individua) actions and

to the procedure. for making de-.
tives, or the rationalization of

What types of decisions would be made and what gctions
" would be taken as.a result of them? Table

5 lists some plausible examples

and indicatgs both the sequence and probable naiure of the action and the

action agencies. These decisions and the

actions that implement them im-

: plicitly,aséign values to certain trade-off alterratives; for example, a

' relative weighting of current, near term,
“ices or product.. Since different decisio

- groups of persons in-various places, the
" be rather inconsistent. The individual d
an inequality that ‘would provide a lirit
count rate, and a number of consistent de
impute a parkicular value. If the incons
ber ‘of relevant decisions could at least
providing both an estimated value and a r
the‘stability and the sensitivity of the
fdecision‘mékers-or the same group reactin
normal timésﬁ the "determination of rates
1ations betweeh the cost of money in the
rate of return available to corporate dec
opportunities. The postattack period wou
imation to the money market and all oppor

and long range payouts of serv-

s would be made by different
mplicit values would probably
cisions would usually only imply
n some parameter, e.g., the dis-
isions would be required to
stency wefe not too great, a num~
ndicate a consensus discount rate
nge or variance for estimating
arameter to the different

to different circumstances. In
f time preference flows from re-
ney markets and the internal '
sion-makers from investment
1d lack any reasonable approx-

The scattered iﬁputations that might be‘dsed to bracket an intrinsic or

real interest rate would be rather artifi
primarily the judgment of government agen
ket to permit auctioning of bids and offe
for somehow restricting or coordinating t
officials making the effective time prefe

cial in that they would reflect
cies. The absence of a money mar-
rs for terms and the necessity

he moods of different government
rence decisions wonld be 2 major

problem of postattack fiscal reorganizati
would be needed for other trade-off compa
would be worth paying for regional self—%
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risons such as the price that
ufficiency. '

funities for internal i{fvestments. —




B R R o .0

LTI SR

P

A bt AT B bl

safouade AouswyvlO

pue §32an0Sar 118 ‘YAO

ouumsaoo..acnaq ‘4qo |-

aoo

140 ‘Huo

MIH ‘aoqeT ‘¥ao |

spasoq [e20( ‘D00 ‘U0 .
_spaeoq 18207 ‘¥AO |
500

Hao

DO ‘spasoq 18207

Hao

pauop

- —uBqe £372 0} JB[JWUIS JO JEIU I3}
~u3d JI27[eWs awos 38 (18 J0 SUOT}
~-800( posxadsIp je J9Yl1ye axoum
~-9819 uoysuedxa AL311ioe] IINPLYOs

A1ddns Joqey poT1319sas qios

| ~q@ 03 9a3YMas(d 58TL1ISNPUT puBdXY .

suorlexado adeaiss aziusdxp
sassed4{q 'uo jxodsusay. 93noaay

) m Akmao>«>

-dns Jo juawmay3}}osax jusuewzad usid
J03 Juow

pue 2INpPayds uoiledsoyis ajepdn

, ainpayos
uoriedotiie Axeuyuyyaxd oasdaxd

: Iasn
£q osn Jo sajex Jo o8usx olBWIISH

£111811Uas5a Aq SI398n Nuey
Laojuaauy axel,

vOWhmn ahnu=o>:ﬁ Jutanp
8310onpoad Arsuilax jo asn 311QIYo<d

o8801YyD
Jo Bino °35 s8 yons

| - apou u:TwhanS« ug ‘atdue

-xa 10 ‘say1yo padeuwep
“£17AEOY UTB}AID UOPUBQY

I
i

8196N TEIIUDSSI 350U

,wcosewz~m>nuua~mm 33182

~o11e pue sionpoxd Bujiuiy

' —ax unatoxjyad 11 punoduy

Sojousdy UOTIOV ALaNt1 |

i
!
|
i
i
i
|
i

aouanbag uotlIoy A19AI]

. WW‘mZOHMuQmQ HOVLLYLSOd WOYd ONILINSIY SNOILOV IT4ISSOd J0 STIIAVXA

¢ a1qBL

|
moﬁmuomn

i R

21

v




. |
. ) :
! — .
3 ) ‘
: | | W : :
m, _ b .
. | : m |
i i ! ;
! J i :
- |
. ; i :
: !
_ i :
vSH .m:oﬁunuoauoo wexdoad uUOTIONIISUOD 34838 8 W
A B
g ¥ao £31NPAYDS UOTIONJIISUOD 98TAY
i o ‘
: jusud Inba pue steyiajew ucyl
m anszamwo)d *Hoo ,,‘tozuumnoo hOw.nac@Emuazdmu azAteuy
m‘ "~ gajep uwaam u013oNI}SUOD ” m
Hao 30 oduanbas aInpayds £1aATIBIUI] B :
i D00 | . $9ATIBUID}(B IZTS AIAUTFAL DUTWEXI . ] i
w ol .. o b . - | sasaf omy ur 431 £ ]
130 .wusuwsoaum< ¥ao $au0183TTW jusamoatnbax suywexy _oudeo Bhyurzes yoejjeexd L w
: i i
¥OO * 821auuwod ‘HOO S9ATIRUIII[E UOTIEBD0Y BuTWEXT 3y} jo um«uu:a suo piIngay | :
i soijouady :ﬂﬁvo< ATSATT aousanbag uoy3oy AT (IR EE w @
w M o |
| ! (papnyoucd) ¢ o1qel w m
” g1 :
A o M :
ﬂ.. ﬁ P
\ . ‘
L 7 " -




localities.

.major. projects could involve national authority.’ ‘
--garding -initiation and contihuafion'of'many“of”thegé“tagkgﬁwaﬁld~gntéfi~wﬂwwwﬂ
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Representative Recovery Tasks

Table 6 returns to the question of necessary actions and provides a

" more complete, or at least a more fully representative, list of tasks to

be accomplished with or to material assets.

Most of these tasks would
have to be carried out locally;

some wonld entail interactions between two
Some would involve distribution of a product over the whole

__country, and others entail the collection. of different products from many ~ -

different localities. 1In the postattack situation with a tight trans-

portaticn supply, there would be fewer instances of the last two cate-

gories than usual. .Although the execution of most tasks would involve

only local groups, decisions concerning facility construction and other

Moreover, decisions re-
coordination among differernt decision-makers and probably some authoriza-~

tions, approvals, or assurances of supplementary tangible or policy and
procedural support.

No matter what methods were used to evaluate projects either with -

k respect ‘to feasibility or anticipated contribution toward fulfillment of

‘essential requirements, some procedures for reviewing proposals and author~-

izing work would be set up. 1In normal times, such procedures exist largely

" within corporate management for the private investment sector and within

.. doubtedly be modified to reflect changes in the total environment.

government for the public works area. Some individual private investors

may act independently, but even then with some staff assistance to con-

tribute factual material for contract specifications and other interaction

with ocutside business or government agencies. These procedures would un=~

The

‘ kinds of analysis and supporting argument needed for consideration of sug-

- strated. A case would also have to be made for need

gested or proposed tasks would follow, in general outline, their counter-

parts in present practice. Data would be harder to obtain, analysis would

"entail sophisticated welfare concepts rather than simple cost and revenue

estimations, and many details normally taken for granted would have to be
considered. -On the other hand, the urgency that would permeate all plan-
ning discussions would force shortcuts and quick decisions.

i

¥
f

I

In every case,” someone would have'to work up a bill of material re-
guirements, an estimate of effort including special skills, lists of gpe-
cial equipment necessary, site preparation, and other unique or possibly
critical requirements to be satisfied before feasibility could be demon-

, that is, for the
essentiality or value of the services or contributions anticipated from
completing the task. Formal comparisons with other methods of meeting
essential needs or other needs might be left more to individual or con-

sensus judgment than now, simply because of the fact that objective eval-~

uation might be too difficult and too inconclusive. By the same token,

23
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Table 6

'PROBABLE POSTATTACK PROJECTS OR PRODUCTION TASKS '

~Need for

rodent extermination

24

) Need for
: : ) Regional National
Project or Production Task Support Support
e Repair transmission lines as essential or—¥j~Speciélizedr -—-Specialized i
expedient o - '
b Repair telephone lineé’as essential or ”Specialized‘ None
! ~expedient ‘ B
% Clear debris where essential or most ex=- Specialized-' Noné
* pedient - . L , i B ~ ]
1% Store consumer goods and exportable in-’ ’ Ndhe' None ‘ 
; ventories pending allocations o
{ T
i Start production of essential products None None
2 Start decontamination where most urgent Spécializéd:. k None
{ or expedient ’ - S
§,; Put operable plants to work on any appro- ' ;Specialized' None
- priate essential production R ‘ '
: Convert other operable p]ants o Spe#ialized' Guidance
b ) B : B o
3 Import national requirements for plant Yes . Support
operation : ' '
-Improvise substitute materials, proc= Specialized’ Specialized
esses, or components L : o :
Organize existing "garage” industry for None ‘None
component production S ' B
Establish "garage"” industfj for component Nohg None
g production ' ‘ ' '
' Improvize housing where needed (e g., near None None
5 plants) ‘ ‘
= Establish mass feeding where expedient None None
(e.g., at plents, schools, or barracks)
Establish garden and peripheral agricul- None None
g ture ’
Organize sanitstion systems and‘pest and None Norne

B e S ——————




L S

Table 6 (concluded)
Need for Need for
o , ' Regional National
E Project or Production Task Support Support
T Gontinte decontamination on organized . None . . None
schedule S s o ' o
- Continue debris clearance on organized Specialized None
- schedule -
Repair, modify, or otherwise adapt non- - Construction None
operating plants to appropriate essential
. production S :
Repair bridges or improvise replacement Construction Support
Construct‘bypass highways or tracks Specialized Specialized
i Organiie internal'distribution system None None
~.Organize freight consolidation system Guidance Guidance
for exports asnd bulk imports ‘
Construct new plant faéilitiés most ur- Construction Approval
gently needed ‘
25
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 some projects vould‘undoubtedly be undertaken even if feasibility were.
~ doubtful in cases where the need’ 15 overriding and no alternative appears
. attractive. :

In practice, qualitative judgment would suffice in most cases to elim-
inate some alternatives and to select two or three worth serious consider-
stion. Judgment would also serve to eliminate consideration of unimpor-

-.tant differences and focus attention on the more significant factors. a
. After trying such methods for simplifying models for comparative study and
selecting key elements or characteristics for objective appraisal, careful
efforts at qunntification would be necessary. In making the simpliflca-
- . tions suggested, some general impressions of an underlying value system
) would be essential. In estimating costs and benefits more objectively, the
”samé‘valﬁe“system”would be involved at least for approximating relative-
- values or value differences. The sources of this value structure, its
- evolution, and its general acceptanceé are poorly understood and would be
topics of interest for postattack historians. Some .general concepts re-
garding the probable development of such a value system will be discussed
2 in Chapter II1 after discussion of procedures for identifying alternatives
il_‘ ) : and analyzing trade-offs. ' The system needed, however, must be adequate to
-y bear on a variety of decision problems including decisions about:

IEvae, g AT T S e

,Districts, cities, areas, or regions
. Plants and facilities
quuipment
Supplies and components
Raw materials and energy
" Labor and labor =skills
Movements of freight or people
A . .Special services and utilities
el . - Schedules and timing o
- uanagement and organization

£
3 -
¥
¥
4

Bl

S

i

Decisions of all these types would be entailed in the>fu11 identification
and the comparailve evaluation of alternatives. '

- 26
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dcy alternatives to be resolved first.

1

4IIT DECISION ALTERNATIVES AND TRADE-OFFS

:Selection of A]ternativeé':

xities of the decision process in postattack recoverv man-
agement were dilscussed in the preceding chapter.
set of alternat

questions could

’ Tﬁngéhple

To develop a complete

be grouped hicrarchically under more basic underlying pol-~-
It the preceding chapter has not

‘provides some i

. search for an o
" the likely deci

-diftferential co
‘systems.

already made this seem lmprncticable, a preliminary attempt to describe

such a tree will do so. Such an attempt is useful, however, because it

sight with regard to characteristics of a practical ap~
splay of alternatives and trade-offs. Table 7 shows the
an attempt. It was‘prépareu by starting w!'*h a number of
ns as leaves of the tree and 1dent1fy1ng underlying _
pposite approach of starting with basic policy alterna-
fying subsidiary questions affected by the basic decisions
ema exhibited in Table 8. The task of proceeding very far

ion is clearly formidable, and the chances of making the
rge are very small.

proach to the d
results of such
specific questi

branches. The.
tives and ident
pro?ides the sc
in either direc
two sequences

A more pra
ing to isolate
loss of accurac
by a procedure
that permits ce
of the analysis
from underlying

tical approach is the classic scientific method of attempt-
rtions of the full system even at the expense of great

.. Such an approach becomes worthwhile only 1f suppleménted
or 1teration,bsucce§51ve approximation, or perturbation 4

olution of most significant issues first and then refining

by consideration of both relevant details and of deviations
or simplifying assumptions. Just as we abandoned the

timal rationale for decisiuvn-making to corsider some of

ion action sequences in the preceding chapters, we ‘must in

ax normal requirements on analysis of trade~offs to accept

parfsonSAbhsedion tronsient and perhaps arbitrary value

this chapter re

The actions or tasks listed in Table 6 of the preceding chapter are
all projects re ating to fucilities or to production or servicee from fa-
cilities. Rele\ant trade~ofts concern alternative facility projects,
alternative products from the factlities being considered, or alternative

facilities for roducing the same products. Underlying such direct com~

parison is a ba 1c rating of alternative products, but this rating process

27
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Table 8

“DECISION-TREE BY FURTHER SPECIFICATION =~~~ = e s
‘ OF GENERAL POLICIES ‘

oy
4

SRR

Set investment ratio as
percunt of postattack GNP

Allocate investment by major ' Establish withholding tax on -%
sector in proportion to per- corporation profits and per- i
cent of capacity destroyed sonal income to cover invest- f
' ment set asides x
Establish priority lists of Allocate tax revenues among P
capacity restoration projects states for approved invest- P
within major industrial sec- : ments ¢r grants-in-aid %\f
tors ’ o . P
, : S
o , Lo
i !
&
%J
29
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nead not alwnys‘be considered‘éxplicitly in each comparison. Certain
products night be so essential to survival that they could be assigned
“infinite value. Others might be so unachievable that they would carry an
‘infinite cost. Some groups of products might have great value as a group
but substitution among them might be readily acceptable. For example, a
“-minimal food supply would he essential but many different combinations of
.+ foods would be acceptable.' Uniformly high freight rates might provide an

4 ﬁAVvﬁ_;uA“,easy way_ to encourasge localrself-sufficiency bnt nearly inaccessible areas

~without self-sufficiency might best be abandoned provided that survivors ™
there could be evacuated. The alternatives in such a case would be the
“import of essentials for sustenance compared with the net cost of evacua-
tion. It might be possible to resolve such questions without having avail-

able an aécurate estimate of the'real cost of transport. A uniformly high

interest rate could force a strong preference for immediate needs or prob-

_lems at the expense of remote ones. Yet certain future disasters might bve
- inevitable if not forestalled by appropriate present action and must thus

be provided for in spite of the effects of an interest rate on trsde-offs.

Possibly, assigning a near infinite cost to the anticipated disaster would

suffice but a simpler qualitatlve analysis would be preferatle.,

The tield of long range corporate planning has made ‘use of = variety
“of devices or concepts that facilitate the generation and analysis of atter-
natives including simple listirg of'objectives, listing of candidate proj-
ects or products, line of balance charts, and critical path scheduling.
Some of this would be applicable at least in part to postattack decision- '
making. - Of primary importance, however, would be working out a complete
N plan of action with provision for obtaining necessary input reguirements
o -before starting any new project or making any s;gnificant change in prodxc-
" tion rates. The decision process in practice would be one of arriving at
- plausible schedules, testing their feasibility, and proceeding to carry
'ﬁ'them out. The plarnning devices cited are primarily scheduling techniques
“and the postattack decision problems are scheduling problems and the prob-
lems of organizing for scheduling. : - o

The schedules are'interrelatéd and can be arranged logically in at
T —e—jeast two different ‘ways somewhat. analogously to._the decision trees of
" Tables 7 and 8. On the one hand, one can think of a master schedule of v
_ natinnal scope supported by secondary schedules for regions or areas,
vhich would be supported in turn by local schedules for individual plants.
On the other hand, one could attempt to schedule local activities, then
-schedule the support needed to meet those scheduleg, and finally reach a
master list of requirements. In practice, something of a compromise be-
tween both these structures would be followed. The schedules would pro-
vide a framework for considering associated alternatives. Unsuccessful
attempts to establish feasibility would eliminate some of the alternatives.

30
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Alternatives feasible at one level may sometimes be blocked by encounter- "3
ing infeasibilities at more basic support levels and thus eliminated. But L

many selections must be left to decisions flowing from value comparisons . - ”Q
or trade-~off analvsis. : ) : ‘ ’ ‘

For selection among many groups of related alternatives, comparisons
need be made only with respect to factors that differ among the alterna-
tives. " Factors that affect all alternatives of a group more or less
equally need not be considered even though it may be impossible to estab-

1 EEREER ‘lish appropriate values. The discussion of trade-offs can be initiated
L Co simply by firs: considering those concerned with certain typical situa-
tions. As a first example, consider the class of alternatives related to
the queétion'of whether to import some essential product or whether to try
\ - .7 to produce it locally. If it is possible to produce it locally, the costs
“ . L0 7 could be compared with the import price plus the real cost of transporta-
tion. - Three costs at the local point are needed: the cost to produce,
the cost to import (import price), and the cost of transportation from the
exporting area. None of these costs can be estimeted readily. The trans- i
portation costs might well be set at sowme arbitrary aggregate level pro-~ C i ?
‘vided that they make sense relatively; i.e., that the freight rate struc-
ture reflects true relative operating costs at actual rates of demand and
that other costs are geared to these. The other costs would probably in-
clude cost elements for many items for which there would exist no free mar-
ket even in local areas. This problem will arise in all of the examples.

: ) - The discussion of these will indicate how at least some of these items
v Lo could be valued objectively.

sl .;;‘L;\. . :- o

- A second representative example is the selection of an optimal prod-
uct mix for an operable facility. Of all products that ¢ou1d'cpncoivab1y
pe produced at the facility in question (and including any that might be
produced there in the preattack period)'some could resdily be eliminated

;‘ o L as 1nappropriate to the postattaéklperiod because they were not essential,
- o """ For the remaining product possibilities, judgment would have to be ex-
ercised to rank them by priority reflecting relative essentiali‘y either
to the local community or to the natioﬁ_as a whole. Ideully, this ranking S
P e - weuld be most useful if it were scaled to_refleci (and preferacly be’ .

equated to) the estimated difference beiween value snd cost measured in
postattack brices. The extent to which price data were zvallable would J
affect the extent to which the priority ranking could be rarried out ob- 3

- jectively. Transportation charges could serve in elfect as n disincentive :
to importing materials or producer goods and could serve as an inducement ' ﬁ
for placing & high value on products that would otherwise need to be im-
ported. A ranking system of this type by itself would suggest full utiliz-
ation of the plant for the product that ranked highest amcng those feas-~
ible. Only 1if output exceeded loucal demand would production ox cother

.
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items of lower priority value be considered. In practice, local manage-
ment would probably prefer to 11m1t'production of each item to some frac-
‘tion of the total local demand to enhance product diversification. 1In
normal times, raising prices would decrease effective demand and accom-
plish the same end. 1In any case, the pricing problem would be critical.
‘ A third representative example concerns 4ebu11ding or extensive re-~
v —.pair of _a heavily damaged facility..._ The que tion of whether to. repair or __
: ) . rebuild would be secondary to the related questions on whether the lost
capacity is needed at all and if so where it should be located. Objective
.. consideration of need and optimal lccation could rarely be left to local
management, since alternatives concerning other areas and an appraisal of
national needs are 1nvolved.-—Nordally, local estimates of relative costs
could settle the question of whether to repair or rebuild, but in the post-
‘,‘attack case, the probable need for nationally scarce inputs could bring in

. level. In practice, all facillty decisions would probably require national
. planning :

A final example is the question of bossible abandonment of a -whole
" city or locality. Preliminary questions relate to the Viability of the
- city in its current state; the immediacy of threats to survival of the
:  fpopu1ation; the national importance of the city as a location or as @n
entity Supplying specialized national needs; the cost of relocating sur-
" wvivors; the marginal costs of expanding the gross local product on site

- ing the city to & viable level of gross product compared with the total
cost of achieving the 'same total product some other way.—'The»ﬁnoblem of
_'1dentifying all relevant alternatives and elements of cost in this example
" would be more complex, since the number of elements would be greater and

the alternatives would cover a broader range of possibilities and a wider
“ivarlety of locations and industries. Although local estimates would be
. needed of the cost of rebuilding and\the amounts of various imports re-
quired, a national point of view would be necessary to provide pricing
data on imports and projected exports as well as policy determination on

—

Economic Model for Use in Selecting Alternatives

The critical problem in all four examples would ‘be that of develop-
ing an adequate pricing concept and the relevant supporting data on prices.
To initiate a practical but meaningful approach to the pricing problem,
severul idealized constructs will be convenient. First, imagine that each
surviving locality would be incorporated into a profit-motivated but inte-
grated structure. Imagine also that thgs corporation would have to buy

32
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L ‘ ‘ from similar corporations elsewhere at the best available delivered price
o _and sell its exportable surpluses in competition with others at delivered
prices. Assume that each corporation wnuld pay local taxes sufficient to
suppbrt all activities of the appropriate local government including wel-
fare or relief payments, if any, and that the corporations would ccllec~-
i g L tively pay the costs of state and federal government activities. We would
; ‘ - - thus reduce most of the task of decision-making to the level of corporate
management and government in various local cities or city states. Also
‘agsume that une federally controlled corporation would have fiscsl respon-
sibility fo: integrated operation of all national . transportation, power,

or communications nets and another would have responsibility for all con=~
struction or facility repair. .

S Resources available to the local corporation would be local inven=
f . ‘ S tories (other than congumer goods in the hands of the general population),
; ' "local labor force, and local facilities plus the net gains in materials or
; : "eredits that could be achieved from intercorporation trade. Resources
¢ ‘available to the transportation network would be a distributed labor force;
surviving transportation facilities and equipment; fuel inventories in the
- hands of transportation activities; and the materials, facilities, or net
credits that could be realized from operation of the transport system.
. Similarly, the construction cdrporation would control construction equip~
ment, materials, and lahor. All corporate managemenfs would operate to
- maximize profits. All healthy persons of working age would be employed
‘by. the local corporation, the naticnal: transportation or construction

agency, or by local or federul governments; they would be guaranteed 8
minimum wage plus incentive pay. :

The model sketched has thus simplified the discussion to concern the
federal government, two national enterprises, 2,000 or 3,000 localized
ones, and a comparable number of local political or‘governmental entities.
It should perhaps be emphasized that this is not a suggested organization

. for the sociopolitical economy but a model useful for examination of in-
formation requirements and flows. The model provides a skeletal back-
. ground against which more practical organizational structures can be ana-

Obviously,'this model differs from usual economic analysis in that
it emphasizes geographical relationships rather than economic sectors.
Each local corporaf;on would engage in all lines of production econom-.
ically feasible ir its local environment. Dispersed industries such as
interarea networks and ireavy construction would be organized on an inte-
gruted national basis. The profit-making goals of local corporations
would be related to achieving large net export bslances and manufacturers'

surpluses usable for construction purchased from the national conétruc-
tion company.
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Lower limits on wages would be estsblished by minimum guaranfees and
would otherwise be adjusted to marginal productivity locally. Purchases
by governmént would include purchases of essential consumer goods not

" ‘avatlable locally and t5 be distributed at cost ‘on a rationed basis. -
“Schools and other direct public benefit projects would be supported by the

government from tax revenues derived from a combination of property, net
worth, retained earnings, or corporate income taxes all levied against the
local corporstion or from selected excise taxes on particular products

ievteﬁ‘ugntnst"consumerS; Federal-taxes would.be levied against the local
corporations based on corporate income. The congtruction company would

. compete locally for labor and some materials and would price its services
-to reflect local demand and local cost differentials.  Any local corpcra-

tion_unable to reach break-even operation would become 2 problem for the
tederal government which might grant subsidies to the local government |

- or to the local “corporation or “might arrange” tO“reIocate the population—a
1n other loc:lities at federal expense - ‘ o .
The utility corporation would have to supply sonce type of service tol"

“all lbcalities, but might raise rates to cover costs, charge for premium

service, and differentiate freight rates among commodities on the basis of

-handling costs. Local distribution of power .or commodities and other local

utility services would be under the control‘of_the local corporation.

Initial financing of the two national companies would come from the

" federal government but as self-liquidating credits. . Initial financing of

the ‘local corporations would come from locel governments via bonds sold to ;
the federal government to be redeemed from tax revenues and loan repayments
from the local ccrporation. :

A classification of commodities can now be useful according to the
part ipants in sale, purchase, distribution, or pricing This is pro-
vided|in Table 9. 1In analyzing the decision system, it will be convenient
to us the sbbreviations employed in Table 9 identifying the participant%

het

. with 3 for local population at i, C; for the corporation at i, G; for t

" government at i, Gy for the federal government, U for the federal utility,
and ¢|fur the federal construction corporation. . Management of Cy will be

M, , that for U will be M,, and that for C will be M¢. The Cj deal with———————— 1
-Pi' c, v, Gy, and Ge. The P, deal with C; and G;, but collectively (i.e.,

for all i) with Gg. Gy déals with Gy, Cy, C, and U. In effect, C; is a
monopoly at 1 and could take advantage of monopoly pricing to maximize the
rate of local investment. Some inequities could result for items having
inelastic demand. Such items, when essential (and most items with inelas-
tic demands tend to be essential), could be price~fixed by the government
and distributed under rationing and at manufacturers' or procurement cost
with only & prescribed markup permitted.
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Table 9
? cmssinmnoﬁ OF GOODS AND sr:nvrcx‘s}’m PARTIES
- T IN SIMPLIFIED MODEL
Commodity or Serv'ice A Seller Buyer Distribﬁtion Mechanism
ffefftalvc?sumer g'o?tri—"sm_ ‘ct A vk _ci" {(;i - 1'-'1 o
B OF TR
Essentiai,produf‘:ers goods » c'1 | CJ ' ci ~- 91 -G *“ (2.1
.“Construct_i’on ‘mat‘ex.'ials ’ ‘ Ci’ CJ' K Ci, CJ -C
o ‘M Plant” eqUiﬁmentm *"““ci;c‘j ‘ ci’ CJ { ci ...‘ Gik : G . CJ} T
. Housing o o | c, - Réntélipylci
Ht‘msel-:old equipment S (:'1 l’1 Séie on:'rent by C'i
Eleétric power and ;ugl | ' U Ci U-. Ci - Pi |
Premium transportation Co u Ci U - Ci' rqtes sef by’ U
Other tfénsportation 1] (21 | U -~ Ci, r,a'te‘svbset 'by L ‘
'Imported consjurner goods : C1 l='1 C1 - G1 .-.6i - (':1 “1P1 E
Production'wo:k' - | o P c, Pi' = C, at ‘\vvafges seﬁ byAciyv
.con§truétion ‘i.abor'v ' ?1' PJ c pi’, éJ " C ai‘t ‘vages‘ Lset §? C
| Ctility ’worl"céx;; "'“»‘ . f’i, li'J y P", PJ -'il_ a:t..‘vazes set by U‘ .
Locaf.l cor.port‘a‘te ‘m:.ma‘ge'rs’/ Pi Ci Pi‘ - C‘,v pa.id % proﬁt ‘:of C1
Construction manage;éﬁ?wm_vv 'Pi, PJ c Pi’ PJ - C, paid % proﬁ.t‘of c
Utility managément ' , P1, Pd ] Pi‘. P.j —- U, pa}d % pgofit of U
__Local government employment P | vci P1 - Gi’ wages set by 01, 11'1
Federal government employment Pi' P G‘ Pl' PJ - Gt' yages set by Gf' Pk
Consumef goods retailed. C1 .Pi . c1 - l’-’1 at §r1ces set by C‘
35 ‘
e . .




ey e

(s

T AR R U T g 1
; ? Gl ! i

e e

e
3
¥
§
i
i
i
i
i

In the nodel the pricing policy of the national corporations (util-
ities and construction) would provide the determinants for the national
price standards toward which the area economies would gravitate. When in--

_ vestment funds accumulated to the credit of the more successful local
corporations, the wealthier areas could command more of the service of the
construction corporation and thereby convert their financial stréngth into
productive capacity. The least successful areas would require federal

- assistance as previonsly described. . The movement of capacity to the more

Tl " successful “areas could in general be to the national good-and might -be
‘ permitted to control expansion if it were not for the fact that some of
the initial success of particular areas could arise from transient circum-
stances and could better be evaluated from a longer range point of view.
It would thus appear preferable to involve the federal government in the
dacision-making process for facility expansion or at least for major con-

struction.jw oo
" This Simpiified model has been introduced as a tentative step in the
. 1dentification of alternatives and as an approach to the problem of com-
parative valuation required for trade-off analysis. How would trade-offs
be identified and evaluated in ‘th: hypothetical world conjured up in the

preceding pages? - How would the task of decision-making be distributed
_among the corporations, the goverruent, and the population?

- The decisions avallable to the general population are (1) ~horie of

- employer among the five possible or a decision to stay on reliei (presum-—
ably at an income considerably below the minimum wage scales), (:) choices
on how to spend income among products offered for sale or rent by the local
corporation or among rationed items distributed by *the government, and

L (3) choice of how to vote in local and national ele-tions. Under (25, the
local corporstion would decide ine prices for unrationed items, and the

~ government would set those for rationed items. , ‘

The local government would exercise most of the usual gn&efnnentél
functions; i+ would operate the¢ schools and the retioning system, collect
taxes from the corporation, and deal with the federal government as appro-
priate. It would employ teachers, firemen, policemen, and other normal

government personnel. It would issue bonds for sale to the federal gov-
ernment to provide funds for support of schools and governmental functioms,
for loans to the local corporation; and for public works. These would be

ceeds of loan retirements.
The federal govefnment would collect taxes from all the corporations,

coordinate facility expansion, assist depressed areas financially, and buy
local bonds and the bonds of the national corporations. 1t would program ~
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redeemed from local taxes, interest on loans tn the corporations, or pro=~
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‘public works not issociated with any local jurisdiction or the national
utility and would perform the other functions of the federal government
as appropriate under the circumstances. 1t would employ personnel as
needed and construct federal government facilities. It would operate the
postal service (although some might argue for turning this over to the

national utility so that it could be operated for profit) and would issue
- eurrency. , B _ ' ' ‘ ' ‘

N N i -
JFRCR T SN

I

. 'The“utilitywcorporhtibﬁ"Wbuld”dpéiéféméiimiﬁéwB;€§€H¥Uiﬁ¥;f§iafe trans- : ‘ T
portation, power transmission, and communication systems setting rates in
faccordance with costs and demand to obtimiée profifs.

through but not in local areas and would pay federal ta
. plovees would be paid wages consistent with those preva
areas or ae needed to provide for adequate service. It would use after-tax ... . . ..
‘ AT surpluses to improve or extend service by facility improvement at prices ‘ P
? . L negotiated with the construction company or purchase of equipment from local N

‘corporations at prices resulting from competitive bids bf local corpora-
‘tions. ‘ L : C

It would operate
xes only. 1Its em-
1ling i{n their home

The construction company would build all facilities including houding

in accordsnce with specifications of the governments,

the utility, or the
local cor

porations and would price its activities to maximize its profits. o
It would employ workers locally as needed and would purchase network fa- ; , SR
cilities and equipment from local corporations at the best available on-

site prices. It would pay taxes to the federal government only. -

The local corporation would operate all productive facilities in

the o
local sreas, including those engaged Ln_agriculture,,gishing, furestry,

ard mintng and would also manage local distribution and service operations.
It‘wouid be the primary employer of area people und virtually the sole sup-
port of the local government. Its decision problems would encompass most
. 0f the business and industrial decision areas of the economy. It would
+ decide on products to be produced locally, arrange import of other items,

_arrange for external gsale of local surplus production,
-nonrationed items

ot P e e g -

set priczes for all
s and negotiate prices for imports or exports. It would )
: ’ sct local wages to encourage productivity limited only by nstional or local - - — ...
T T mintmun wege standards. - -
The trade-offs to be considered by the local corporation would range %
over all the alternatives opea to an integrated multiproduct monopoly. L ]
From its internal sccounting it could establish cost relationships or at Cm *
least marginal costs. By price manipulation, 1t conld establish local de~ ' _ o
mand elasticity. From its negotiations with other local corporations and J
trom the prevailing freight rates, as affected by its own negotiations, it
could evaluate the advantages of local production compared with those of

7.
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vinporting on an item-by-xtem basis and select favorable products for entry
: lnto export narkets. :

The investment policy of the local corporation would be moré-jnvolved.
Candidate projects could be listed for analysis, selected from such possi-
bilities as possible decontamination or repair of démaged facilities
" located in the local area; new facilities for the production of items cur-
rently imported or unavailable; modifications of or expansions to existing
- facilities to meet local or export demand or to achieve significant cost
'rreductions;rand,lflnally, additions or repairs to or improvements in avail-
able housing. Awmong products to be considered would be construction mate-
rials ‘and gasoline refineries to supply the iransport industry, and indus-

trial equipment for use locally, for export to other areas, or for sale to
the national corporétions. The evaluation of such alternative projects
“should include congideration of trends in construction; power, and freight

T¢osts, as well as possible saturation of consumer or producers demand. The -

most critical estimates for such calculations would relate to the probable
- duration of the crisls in transportation and the rate at which _productive
cnpacity could be made available.

The decisions about facility projects would, as>envisaged, require
review and coordination by the federal governmert after review and approval
by the relevant locul government and agreément +ath the consiruction com~

“pany on estimated costs and completion schedules. In the case of the fed- ,
. eral government, consideyation would be given to anticipated profitability;
secondary effects on other areas; consonance with national aims, policies
and plans; and the general welfare. ’

The trade*offs to be considered would include alternative uses of
avaiiable investment funds ir the hands of local corporations and the im-
pact of alternative proposals on depressed areas and on the less success-
ful local corporations. The federal government would also consider the
relative impact on the transportation system and its fuel situation. Fi-
nally, the government would monitor the activities, policies, and plans of
the national corporations.. Limiting the utilities to investments in util-
ity faciiities or equipment and the construction corporation’s to invest-
ment in construction equipment would tend to remove incentives for unde-

e

sirably excessive profits or taking other improper advantages o“hnnopoiy
position, but regulatory authoritv over the rate of return might be de -
-sirable.

The decisions of *he national corporations would be more operational
with pricing bases on 7osts, allocation of equipment to areas based on
demand, and refusals of service subject to approval from the federal gov-
ernment. The initial investment in facilities by the utility corporation
would probably consist primarily in decontamiration and repair plus some
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construction of links to bypass heavily damaged nodes 1n the basic net-
works. :

This imaginary description of a rather feudalistic organization of
the postattack'economﬁ serves to indicate the probasble roles of local
compared with 1edera1/re5ponvxb111ties and authority. 1In place of the
1ntegrated monopolistic local corporations would be the 1nd1vidual man=~

‘agement of surviving/local plants and businesses. The decisions that :
these managements would have to make and the degree of cooperation that

-would be required for such decision-making in the local area would present
trade-off opportunities and would result in information requirements sim-

ilar po those needed for an integrated monolithic corporatidn.

The restrictions on interarea movement because of the high real cost
of transportation would tend to replace competition within an ayrea with
competition among areas snd force some integration of or cooperation among
competitive enterprises within an area. Moreover, it would tend to force
a distinction between ‘local and national markets, with some differences in

* the kinds of information needed for response to each.

The simplified model-ignores the role of the state government and )
- asgigns state functions to the local governments.. In the postattack situa-
tion, the economic role of many of the state governmeﬁts would be somewhat
reduced except for dealing with the federsl government and for relief anqd
welfare functions. Finally, the existing corporations engaged in heavy
- construction or in interstate utility operations, although subject to some
. federal regulation now, would come under, much closer scrutiny while being

- permitted if not encouraged to operate in a more cooperative, less compet-~
1tive mode. :

The decision alterhatives, the trade-offs, and the information re-
quirements associated with them would thus resemble closely those attrib-
uted to the decisicn centers considered in the simplified model. This will

L 7 be brought out further in Chapter 1V, which congiders the information re-~

Ui~ ..Quirements for irade-cff analysis on 8 continuing basis...iee i
: - : . ‘ '
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IV CUNTINUING EVALUATION OF COSTS AND TRADE-OFFS

: ) ’ b
Updating of Evalustions ‘ ' L L , .

: "Chaptérs“II“and”III discéuss the problems of developing adequate esti- ‘ I
mates of real costs suitable for quantification of trade-off relationships| C »
The highly transient natures of shortages and requirements in the early - : E
postattack period would mske the quantifications achieved rather short = | . ‘ . ‘ly
lived. The relevant evaluations therefore would have to be updated fre-- . :
: qnently. This does not mean that ‘investment programs and. end—product pric . O
T 77" "ing would need to be revised drastically or rratically however, because _ -
some of the varistions in va:ues and costs ¢ Eld be anticipated from the ' .
recovery plans themselves and from observed velopments. Only the de-

partures from such anticipations would need to be considered. Some of the
departures might be associated with unforseeasble events or circumstances ‘

-but the complex economic dynamics of the immediate postattack period might

prove difficult to interpret and might lead to fairly unreliable projec-

tions. Postattack recovery management would have to have asccess to some
coordinated data reflecting current and.projecied'values and some body of

organized analyses updating the cost and trade-off relationships support-
\ 'ing decision-making.

Conceptually, the requirement for contiruous updating would present
no new problems and, if anything, the accumuldtion of data and analyses
should permit progressive improvement in the guality and definitiveness of
; . the relevant data. - The principal problem would merely be that of organi- -
: : 2ation: establishing a structure for collecting, editing, analyzing, and .
promulgating the information available; enfofeing its use; and coordinating
“the data flows and data banks with the dccis pn-makfng processes. This kin
of coordination seems natural for an agency such as ODR. Data sources,

" however, would probably proﬁe too scattered, too parochial, and toc num-

erous for dircet ODR c¢ontact. Intermediary organizations would seem to be
T necessary.

In Chapter III; the evaluation of costs and trade-offs was discussed

in terms of an imaginary organization of the econcmy into semiautonomous
local units and a federal coordinating function.

s

This experiment tended'
to bring out the distinction between decision alternatives that would be

reserved for federal or national consideration and those requiring too
much of an understanding of the local situatinn to be safely removed from
local control. In general, alternative uses of local facilities and

RIS
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hlternétive product mixes afe questions:for Jocal managehent. Operating
costs would vary from area to area and by product s> that the task of

- maintaining up-to-date information on costs for such trade-off evaluations ~

would necessarily be a local function. However, the federal government

- and all national coordinating agencies would be concerned with questions

rot 1nterarea trade.

" The verious national utility networks and the interstate truck car=-

" riers would be subject to at least as much regulation as in the preattack

period exc2pt that some cooperative—actions might-be permitted with gov=-_ __
‘ernment sanction through waiver of specific provisions of antitrust legis-
lation and through granting immunity from damage suits based on such co-~
operation. Rates would require considerable revision to adjust to post-
" attack values and to recognize postattack costs. ' In particular, freight

_.rates would need to be restructured, with provisiov made for frequent re-

 vis1on downward with minimal governmental ‘review. Completely‘f;ee‘rates
geared to relative costs and traffic might be most effective in realistic

'allocation of transportation to the greatest needs. Cnnfiscatory excess

‘prbfit taxes or other measures to discourage or mitigate excessive average
rates (e.g., a requirement to invest proceeds in facility improvements and

" repair) could suffice to protect the public interest. Since the alterna-

- tives available to the public¢ carriers and the other utility services N
would largely be confined to sllocation of equipment and manpower to var-

t_ious links or parts of their service zones or to allocation of investment

,;funds to repairing facilities, construction of bypsss links, or purchase

- -of ‘equipment, the costs would be relatively easy to estimate and to keep

' up to date. Similarly, although traffic demand would be unuSually great

- right after the attack and might diminish for awhile before beginning to
__grow with recovery, it might be easier to predict than that in the pre-
~attack period if a flexible price policy is permitted and is used to mon-
.- itor price elasticity. A general and coatinuing shortage of transport s
" - capacity would motivate efficient geographical distribution of equipment.

-Differences among areas in rate of recovery could be estimated rather
easily from differences in car and truck loadings, and these would provide
useful indicators of recovery for use in national planning.

Trade-0ff Analyses o S T e

The kinds of trade-off analyses to be made are shown in Table 10, and
the kinds of cost information required are indicated. Trade-offs are
grouped in accordance with primary responsibility for ultimate decisions.

Costs associated with manufacturing and other industry, except for
construction and the interstate utilities, would need tn be determined
locally. Costs assocliated with proposed additions to the current product

42
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mix would have to be estimated from available cost factors or rules of
thumb. If the proposed new product is not new to a geographical area, but
is new to a particular plant, proprietary interests might withhold infor-
mation that could be relevant. The national and local interest in avoid~
ing costly errors in judgment might lead to some pressure for full dis-
closure of operating information, possibly via disclosure of processes and
costs to a local review authority established to monitor product diversi-
fication and to screen proposed facility expansion before submission to’

appropriate federal agencies. Elaborate schemes for mandatory licensing

agreements among defense contractors have beer evolved in time of war and
might be génerally appropriate in the esarly postattack period.

Continuing apbraisal of costs would entail investigation of price
Elasticity information for final demand items con-
sumed locally would be relatively easy to obtain and would enter into de-
cisions about appropriate levels of production. ' For consumer items with -
a potentisl national market (i.e., suitable for shipment outside the area
of origin) the elasticity of demand would be harder to obtain and would
need to be supplemented by information

.on changing capacity of competitive
sources of supply. - ‘

Price elasticities and price projections for producers goods manu-
factured locally would also te easy to obtain, which would be almost as
true for the user as for the manufacturer. Items obtained from or sold
on the national market would be more difficult to monitor. Again the pos-
sibility of sudden jumps in capacity either of the industry producing the
item in_question or that of industries using i1t would produce considerable

‘uncertainty in national markets.

The need to avoid duplication of effort in fesponding to high initial
demand would build pressures for intervention by the federal government in

all capacity expansion decisions and for widespread dissgemination of pro-

Jjected schedules for expansion plans. This is an important argument for

invelving ODR or other appropriate delegate agencies in review, coordin-
ation, and final approvsl of all expansion plans or at least all those

having signiticant impacts on national markets.

ating or approving all expansion planning, or at least for all projects of
sizable dollar amounts or baving significance for national markets, it

* would hsve automatic sccess to information on the timing of critical

events in the recovery process. The dissemination of such information .

to the state and local governments and preferably to industry at large,

" would obviate wasteful duplication or misdirection of planning effort by

industrial management. The dissemination of such information would facil-

itate preliminary screening by local authorities of proposed local proj-
ects and reduce the load on federal agencies.
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AU 1nterfelationsh1p between dems

e of housing at the beginning of. the post-
gecial problem. ﬁelief of this shortage
schedules of the general populace, but
rticularly of refineries and critically
cilities, would be more in the long term
t analysis suitable for'comparison of hous-
ction would be difficult to carry out be-"
f housihg requirements and the complex ‘
d for housing and other industrial produc-

The almost certain shorta
attack period would present a -
may rate high on the préferenc

- nonresidcntial construction, p
needed indugtrial or utility f
national interest. Cost/benefi
ing projects with other constr
cause of the transient nature
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tion. Initially, this might b
struction except that which co
trial construction. 1In practi
efforts directed toward additi
&f damaged residences requirin
o uaté*suppty*(or'possibly mate
mateur, unskilled, or off-hou
ﬁ‘éd construction. Later in t
ousing should be permitted to
with other consumer items. At

. struction of residential housi
activity and‘left to normai coc
motives of construction contra

handled by prohibiting all housing con-

e, this might result in restriction of
nal'housing and to cleanup and minor repéir
only locally available materials in ade-
ials salvageable from debris clearance) and
labor not employable in heavy or special-
e recovery period, however, the demand for

take its place, at least in combetition

an appropriate time, therefore, the con-

g could be recognized again as an acceptable
trol of market mechanisms and the profit
‘tors. '

all investment decisions were the federal
off analyses would be made or at least re-
roposals for specific projects would be genf
ular areas (or by national utilities) and
uthority. Local endorsement might take
., or, if not, supplementary endorsement and
might be appended. ‘The supporting documen-
ired to include data on costs; critical
t '1lists covering major units of equipment;
'uanticipated output; demand; br ék-eyen points; and a proposed schedule for
‘ ébnstruction,:equipment placement, and‘production startup. Review of such
.. 'submissions could perhaps start with a check on the accuracy of the infor-
mation provided by comparing it with information on file in central data

_If the final authority fo
' government, the critical trade
viewed centrally.” Presumably
erated by businessmen in parti
_fﬁghld be prescreened by local
place at state government leve
~_support from state authorities
- tation could reasonably be reqg
.material requirements; break-o

bafiks and by testing for consistency. ~1f costs and prices appear reason= - -

able and if anslysis of rate of return based on a realistic demand'projec-

tion makes the investment look|particulariy attractive, the project should

be considered desirable. A flfal check, however, would be required to — "=
ensure that operating requirém nts placed no undue burden on industries
"supplying materials, components, or equipment in great demand or in long

backlog positions.. The anticipated rate of return would be attractive if

it were above those projected for other pfojecfs including similar proj-

ects at other locations. All thig analysis would correspond to its counter-
parts in current investment seiectioni Channeling all project proposals
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through one control égency would make available to the central agency a
great amount of data about the state of the economy. Other relevant data
would presumably be available from tax files, existing preattack data

files, and stancard statistical reports normally prepared and periodically
updated by other government agencies.

The federal government now has available extensive data tiles; at

! . QOEP's National Resources Evaluation Center and at other sgencies and sites,

3 . containing information about the structure of the preattack economy. Com-

‘ i puter programs exist for using aggregates of such data to experiment with

alternative postattack aggregate final demand vectors and to attempt to
meet such stipulated schedules of requirements from surviving aggregate
capacity. Such programs could be used, with preattack technoeconcmic data
and the parameters of the attack, to test the probatle f2asibility of meet-~

mmwMﬁmuvmﬂiing alternative schedules of stipulated final demand requirements.A Such - - m~—~«—¢‘~vmm¥
analysis can be and is being undertaken to identify bottlenecks and pos-

i ' = sible schedules for expanding capacity in the postuttack period to over-
4 ~come these.

The basic data svailable are not as current as desirable, and they
are highly aggregated over broad economic sectors and relate .only to the
nation as a whole. Moreover, they might not be realigtic for the post-
attack economy even after adjustment for actual attack damage. However,
the use of such simuiations in both the preattack snd postattack periods
could identify broad economic sectors of major criticality and could pro-
vide a yafdstick for weighting or ranking different industries. Individual

projects could be snalyzed against the findings of such research, and rough
priority classes could be derived from such analysis

3 : ) " Because of the aggregative nature of the models employes, not much
: o ‘eredence could be given to the results obtained unless they could be ex-
o plained or interpreted in some independent way. To the extext that they
E’ ' S could be so explained, it is likely that the results could be anticipated
\x\ : and demonstrated some other way. Experimentation with such models, how-
o ever, could provide considerable insight into the structure of the economy
~and a fair appreciation of the changes caused by the attack. Such experi-
mentation could--provide-information-that-would-be-useful-in reviewing -
projéct proposals (and suhsequent developments) because it would place . ,
‘individual projects in a proper perspective with respect to their relation- ‘ At
ships to the economy as a whole. Other possible methods for doing this =~ R
are suggested by consideration of the indirect consequences of the review
process, These methods are not amenable to experimental test in the pre-
attack period since they would depend on data provided with the facility
construction proposals. This is unfoirtunate because the postattack econ-
omy would engender s tremendous number of possibly attractive proposals
for expanding prcduction and central review could become impossible,
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‘ The best available response to this problem‘wou]d appear to be some
preattack simulation of project review to estimate the review effort en-
tailed and possibly to develop practical criteria for separating projects

— -~ requiring central review from those better left to state or local author- —
1t1es. It is thus useful to ccnsider further what the central review
process might entail and the data likely to be required for or generated
by 1t. .

- Ranking of Proposals

The aécumulation of project proposéls,'including those rejected or
deferred as well as those approved, would provide a master list of invest-~
ment alternatives. Each proposal on the 1ist would have been prescreened

“ 7 7 —and found to be sound, attractive, important, and to have multiarea” (prob=" """

ably interstate) implications. .Ranking these proposals in accordance with
- rate of return or with payout period from date of inception would not be
‘bad ways to establish priorities after eliminating duplications, overlaps,
or proposals rejected for other specific causes. If central review were
reserved for proposals of more than $1 million in preattsack construction
costs and if the ratio of proposals to projects were conservatively two to
one, possibly a thousand proposals per 'week could be considered. Thxs
estimate is baseﬁ on an assumed investment rate of one-fifth of postattack
GNP and an assumed postattack GNP of one-fifth of the current one. Since
at least half of the total investment would possibly be related to local
* projects or projects of less than $1 million, the figure of a thousand
’ proposals/per week is probably too high by'a factor of two. Even a hundred
proposals per week would present a staggering work load for ODR‘ The
$1 million criterion might well be too low. )

The trade-off analyéis appropriate for the federal review ag

would primerily concern comparisons among alternative uses of inv

. funds where the funds would merely reflect or measure the produc
capacity and construction effort that could be diverted from curr

. sumer items to projects of longer run value to the écbnomy. ‘For
posals under review, there would be a wide range of gestation per

fore an appreciable flow of products or services could be realized. A

key trade-off problem would concern selecting a basic interest rate for
discounting the future. Certain proposals could require speéific dates

or milestone events in other developments for determination of their use-
ful service life. Proposals might be justified because they meet par~
ticular crises in the near future; e.g., runout dates for surviving inven-
vories of critical materials or products. Gasoline refinsries, vegetable
oil refineries, fertilizer plants, steel mills,'and metal forming facil-
ities might provide examples of puch time-related projects. Other proj-
ects responding to an immediate but transitory crisis might be worthless
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___thinking on _the deliberations of the review authorities. This ‘might be T

-1imitation on the process of project review at the federal level.  As time

»‘w>w111 be corsidered in further detatl in-Chapter V. “There would be 8 re-

~and somehow provided.
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if not completed in time to meet this situation before it passes. Low-
standard temporary housing, many drugs or medical supplies, and products
needed for initial agricultufal operations might provide examples of proj-
ects serving as temporary expedients of short service life. All such
projects associated with known times or time spans would ke evaluated
against alternatives that meet the same objectives but with primary con-

sideration given to effective dates rather than rates of return. All such

projects would thus be ‘reviewed by considering the feasibility of meeting o
appropriate “schedules. Those approved would require a scaeduled commit-

ment of materials and effort that would have to be subtracted from invest-

ment potential avallable for allocation among remaining projects.

™~

R

The existence of such projects -would thus force a scheduling mode of

less true cf the federal agency than of local project coordinators because
of the probable size of many expedient measures. The federal agency would
at least have to take cognizance of the aggregate effects of many such

projects on the investment potential of the country as a whole. This might
take the form of requiring periodic reports of current egtimates of uncom-
‘mitted investment funds projected over an appropriate planning horizon.

Such projections aggregated over all areas would place a sort of cash flow

passes plans would get out of date because of discrepancies between sched~

- ule dates and actual progress and differences between estimates of costs

or production levels and the actual expenditures or outputs. Periodic or
continuing revigsion of schedu]es and trade-off analyses would be mandatory.

Review of major projects at federal, state, and local levels would re=
quire a continuing effort for trade-off evaluation and for monitoring devi~-
ations from schedules. It would also require continued updating of basic
information about the state of the economy, both regionally and nationally.

- It would require information on costs, prices, and price movements as well

as on general levels of production and significant changes in apparent de-~
mand. Finally, it would require information on developing bottlenecks or
shortages. . These and other types of data relevant to planning and control

gquirement for updating trade-off calculations on a continuing basis for ;
comparative evaluation of alternative projects and project schedules. The
information needed ag inputs to this process would have to be identified

Data sources and alternative organization of data
colléct;on and data flows would also have to be considered.
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V INFORMATION REQUIRED FOR ANALYSIS AND CONTROL

Backgrounc

- —-The-recovery management effort and -the -associated decision-making —-— e oo
would require a considerable amount of information no'mally not needed
for corporate or government planring and it would have to prbceed without
various types of information that are readily available in the preattack

i , period. Other changes in information requirements and availabilities

L . would have to be reckoned with. Inform:tion about <he physical condition
"¢t inventories, facilities, equipment, and people would perhaps be the

o v . first and most important data requirement in the postattack period. In

L_i N ' ‘“the preattack period, most such data are already available to those who

h' : ~ need to know, and general interest or summary information is available

| - from government and trade association sources. Cost and price data sre

| . 4 ‘ wldely.reported, and gradual changes are easy to follow and even to pro- ‘ %

| : . : Ject.. A postattack wage, price, arnd rent freeze could hold price data at

1 . . known levels but suci prices would be srtificial and would, if not revised

. i drastically, be inappropriate for trade-off calculations. Meaningful and

‘ - consistent price data wouid not be available for many months.

The thesis underlying the discussion of the preceding chapters is
that federal involvement could best beé directed to major pioJect review. o
As 1ndicatéd, even this would generate and necessitate ‘collection nf a M,E
tremendous amount of information asbout the U.S. economy.  This requirement -
‘must be exsmined in further detail. Little has been said, thus far, about
the information needed by plant managements and local review authorities.

. Moreover, the nature of the lncal trade-off considerations has been barely
indicated. o

 Intorhat1on Requirements for Locél Coordination

S S UU TSRS

‘ i "Without considering here the exact organization of the local coordi- -~
nation effort (functionally similar to a composite of the local government
and management of the imaginary local corporate monopoly) ox its rossible : :

legal basis, let us examine some of the information requirements for co-
ordination &t the local level.

Three types of prohlems'would concern local authorities: (1)) debris
clearance, rationing, control of surviving ihventories, and other questions
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) hoi:imnediate‘ﬁublic-velfafefffzjvquestions about use ot local facilities :
-..and their optimal product mix; and (3) questions about local or minorfv,ﬂ,i”en,v;mwﬁf;e”

projects for repair, conversion, and expansion of or additions to local
capacity. The Iirst group could probably be turned over to one local »
. working activity using unskilled; or irregular workers crude or makeshift '
tools, with little material expenditure and with tasks to be cairied out

as expedient on a flexible and somewhat leisurely schedule. Efficiency

- would be. improved by using heavy duty equipment when available but slow .
" progress wculd usually be acceptable after the highest priority tasks were

H-w_,_;;i__idisruptionvot hormal_trade channels. and national markets would require . e PR
' : . some reorientation of manufacturers’ representatives, as well as the pur- con =
chasing, marketing, and traffic departments of individual companies. A e

;'ilfPubiic Welfare Questions -

accomplished The second type of question is one to be left as much as .
possible to plant management, but some community-wide organization would
‘be desirable for dealing with interarea trade on a coordinated basis. The

- centralized activity serving the community as a whole and the individual
companies might be the most effictient ~wey to economize on transport and
interarea communications, consolidate orders and shipments, screen require’
ments for possible local procurement, and encourage production of items
most in demand among the accessible export markets. - The general shortage
of retail items and the probable elimination of effective chain store oper=-
ations would force some reorganization of trade to achieve economies but
centralized purchase ot products moving in from other areas would also be
advantageous. The third type of activity could, however, become the most
important and the most difficult task for central authority, since it would
concern investment activity and would entail most of the proposal review
tasks of the federal government but only as related to minor or purely
local projects.’

- The information fequiremenﬂ !for the type of nuestions melated to the
public weltare would be the rost r of available workers, the list of con- -

ﬁnivablempxogects—(classedﬁby priorityﬁinto-urgentrand other) , a rough
schedule of availability of heavy equipment, and a list and schedule of

" material requirementa._ Although these data resemble those for the more

complex construction tasks, thé accuracy requirements would be much less.
The urgent tasks could be sequenced in part by identifying some as nec-
essary prerequisites of others. The rest could be sequenced by judgment
based on an appraisal of the nature and degree of urgency. Equipment

‘schedules would be chiefly limitational and would depend on the occurrence

of slack periods in the utilization of such equipment (largely cranes,
trucks and earth movers) elsewhere. ‘The nonurgent welfare tasks could be
sequenced for the most part ‘in random or arbitrary. order to suit conven-
ience and work load. Wages and other expenditures would accumulate as
budget items for local governments.
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Product Mix Questions ””_wvwiﬁ

The ‘information needed for product mix questions would include vari-
able costs, requirements for eritical materials or components, requirements
for imports into the area, locsl and nationwide demand, general feasibility
of production, alternative uses of facilities or work centers, labor skill

requirements, and import prices for products considered including freight
—————— ‘ Mééstéwv Of these, costs and requirements could be estimated by plant engi-
neers; local demand could be estimated as postattack usage developed; and
nationwide demand and competitive prices would have to bhe éstimated‘!rom
: ) any quotations or requests for bids coming in from outside or from federal
b ) reports. Feasibility, alternative uses of facilities, and labor requirc-

_ments could all be estimated by plant- management.- Relevaﬂt freight Tates”
would be known to local authorities.

T

Copacity Modificatidn‘or Development Questions

The information needed for capacity modificatioh'or development proj-
ects would include cost estimates, equipment reguirements, a schedule rec-
ognizing any relevant time criticality, the proposed products -along with
'all relevant product data as in the case of product mix evaluations, pro-
spective profit margins, payout period, break-even points and any pertinent

information on possible secondary impacts on the local economy and its bal-
ance of payment position with other areas.
of funds would also be desirable.

. Funding requirements and sources
All these data would be available from
internal plant or company records,.analysis by company management, or in-

formation received or collected by the local coordinating authority The
local authority could review each proposal, first checking against criteria

for federal jurisdiction and then ranking 1t among alternatives under con~
sideration '

General

1
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These data requirements are summarized in Table 11.

Data sources are
indicated as are data users.

At the federal level data requifements would include all the matericl
needed locally for project documentation and review. Since the federal

review would concern projects of larger dqllar value snd greater inter-
area implications, the required data submission would bte more voluminous.

Morecover, the review process at the federsl level would require consider-

ably greater information about the economy. This would primarily entail

more precise and more detailed projections of demand and output from
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Table 11 f

- A”A REQUIREHENTS FOR ANALYSIS AND CONTROL
R i AT THE LOCAL LEVEL o ‘

'Data Source

Data User

o Recent preattack prices _‘”

'-;»Essentiality code for ratins

local products

Estimated demand for area 1m‘
ports

Estimated demand tor area ex-
perts : '

',Prices of all end products

Costs for Iixed—price 1tems
Fixed costs, G&A expenses

Local construction costs

Unemployment, employment

 Local wage rates’

'fojlnventories of consumers goods '
“?'Inventories of producers goods'
“atusers” B

glnventories ot producers gcods
- at’ suppliers'° ' SR

v

;‘Trade;“plent, coneumer"

YrPIants‘;

Piants{

'Seller‘

1» LAPB/LARA

~ Plants, trade
"ilsnts, LAITA

Sellers
?1ents
Plants

Plants, construction
contractcrs )

Employees, LAEO, unions
’ Bmployees LAEO, unions

 Plants, LARA

Lgkgdf f~;

Plants, LARA L

LAITA

LAfTA,Vplantr'

LAPB

LAPRA

CLAPRA- .

LAEO, LAPRA
LAEO, LAPRA

'devailable bousing '

items

'd‘!Demand for commuter service '

agency -

g
g

LARB

CrAPB
" LARA, LAEO

Legend: LARA = Local area resource

Local area price board
loocal area ration board

_LAITA =
’ agency

agency
'LAEO
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'ff'Area GNP or 1ncome Lo . rLAPB LAITA . LAPRA
f Production rates, rationed " Planis . LARB
-,~1tems R ) .
B Production rates, ares export Plants LAITA

| 5‘LARA LAEO
- LAEO, LARA,

Local area interarea trade
LAPRA = Local area project review

= Local area employment office
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_alternative projects. Because the federally relevant projects would all
represent significant commitment of limited investment capital, all proj- ‘
ects under céonsideration would be in competition with ovne another. : :

R

The data made available to or generated by the federal review agency R i
would contain much information that would be useful to local authorities R _f
and individual plant. management. This would be particularly true of data
-on nationwide demand,-the -locatton of exportable surplusés;~prices,~and-mwmw
schedules for completion of new facilities.

Input requirements for oper-
ating any new facility and prospective outputs would also b of interest.

Table 12 lists bagic data requirements for use by ODR or any other federal
-review agency. If‘also'indicates data sources and interested data users.

The data requirements at all echelons of management and centrol appéar“' -
easy to meet. However, problems would arise in crganizing and displaying ) R
basic data for decision-making or appropriate ¢ issemination. The quality . ﬁ
of the source data as well as that of information desirable from analyses
of it 18 less easily assured. The main uncertainty arises from questions
as to the adequacy of the price data and the accuracy of all projections
of demand based on observed relationships between sales and prices. The
simple device of reporting all deviations of actual values from forecasts

would provide data for improving projections and for revising any calcula-
tions based on anticipated data.

Postattack trade-off calculations would depend on.some kinds of prices !
or price substitutes. Rationing and price fixing, both separately and in
concert, would take away the appropriateness of the prices difectly af-

" fected and, indirectly, that of certuin others.  This would thus remove
part of the usefulness of such prices in trade-off calculations. Even
i such artificial prices would still measure the amount of money or other
; exchange moving from hand to hand as products move "but would nnt measure
the value of the products to the users. The lack of uniform national mar- ‘
j _ kets precludes the simple projection of prices from one area to another. Cod
; ‘ ‘ Finally, the confined nature of the 'local markets would tend to make them
: 2 o more significant as indicators of value than the surviving national mar- co
T T T T T kets. More prices would be quoted in local markets or in any case more -}
" products would be traded. The terms of trade for such local transactions
should eventually establish an areawide local price. Such prices would
be suitahle for trade-off comparisons locally. o

e o s 2 e

Individua) products traded nationally (after allowance for freight
differéntials) would in the azgregate provide the only means for establish-
ing interarea price differentials appropriate for nationwide trade<off cal-
culations. Until some interarea movements occurred, interarea compari-
sons of alternatives would be meaningless. Continued re-evaluation of
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DATA REQUIREHENTS F01 ANALYSIS AND CONTROL
: AT THE FEDERAL LEVEL

Déti‘ébﬁféﬁt " pata Source _ Data User

‘;Estimated inventotieq of essential_
S items

|LARAs via states  ODR .

'fiPreattack prices s '?:7 LARAs, states = OES = ;
;‘Estimated surpluses or shortages by LAITAs, states -~ ODR, OET
”'states ; ; . : . S R e e Gt

. LAPBs, states . . OES

it Prices and price indexes i. o ’
Construction costs f"‘ﬂ: ‘ _, :f ‘LAPRAs, states, GSA IODR,\Commercg_
lanpover by skills, trades, snd ‘;:7' LAEQs, states . USDL »
.occupations ﬂ o T ST L

- lAEOs, USES  ~ USDL
. LAEOs, USES -~ . USDL, ODR _

:Unemployment

‘vlvages :
}Area and state income and gross'f; ’LAPEAS; states * ODR
";Production rates and 1ndexes ljif ' LAITAs, states =~ ODR = tﬁ
'Housing statistics"  ? 7 LAPRAs, states ~ ODR, Commerce
- 'Specifics on major facility con- ‘_LAPRAs, states OCDR
-7 struction including PERT schedules, L ST ‘
s cost data, and anticipate produc=-’
3 7 tion S e T

: Attack damage estimates and claims  Claimants “v:*,;:“f Avec

" %'Loca1\lféé”resource agency
i=,Loca1,area price board S
Local area project review agency j
‘= Local area employment office - :
= U.S. Employment Service
= U.S. Department of Labor :
‘,= Assist Validation and Equilization Corporation B
" = Office of Defense Resources o
= Office of Economic Stabilization
= Office of Emergency Transportation
= General Servicea Administration

o
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for some items, primarily semiluxury or discretionary items not essential

i}an.hng drld th s Jopend on changes within local market structures,
fiuighl vales, and interarea average price differentials.

The poor. quality of the initial price estimatés during the early post-
attack period would 1nvalidate many evaluations of’txade-off In practice,
this might prove to be less troublesome than expected because many of the

things to be accomplished would be so ‘urgent’ that/there would be no real ]

alternatives. Relevant trade-offs in this period are most likely to be
concerned with comparison of different ways of carrying out specific tasks.
The efficiency that could be gained or lost by good or bad choices of
method would probably be small when compared with the losses from poor

utilization of manpower resulting from initial aﬂministration problems'in
getting organized.

'Registratiq: for rationing cards, registfation of skills (particularly
those of displaced or unemploycd per.ons), arrangements for living quar-
ters, and other clerical administrative activities will consume many man-

hours, including the time of administrators, assigned clerical staffs, .and

the general population. If provision could be made in the preattack period

_for carrying out these registrations to the cxtent possible while people

were still in sheltera, ‘his luss of man-hours of useful work might be min-
imized

In any case, the effectiveness of the local pricing System would im-
prove greatly as time passed. Continuing re-evaluation of alternatives
not irrevocably decided on woula thus gemain an important activity fcr
plant management and local coordinating authorities. It would be even
more essential to any national planning and coordinating ageney. The grad-
ual reduction in the number of rationed items or those under price control

would also reduce the arbitrariness or subjectivity of trade-off célcu\a-‘

tions and would justify revisions when these could still be timely.

Within the local éfeé, it shnuid be possible to maintain a free market

for survival. Essential items in adequate supply nbtionally could also be

 left to seek natural prices in a free market even though raticned to ensure

: legal basis might Z1ffer between these two alternatives but the economic

equitable distribution. Essential items in ‘short supply might easily be
priced beyond reach if prices were not fixed by duly constituted authority.
These would not contribute any useful information about real relative
prices. To make some items available at all, the local autherity would
either need powers to price prcduction and sale at set prices {which might
place an unfair burden on particular manufacturers if pricing were not set
high enough to permit an average rate of profit) or to arrarge production
or purchase on its own account for direct sale to eligible consumers. The

effects would essenttally be the same. 1In either case, the local authority
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el prices in question, it would be preferable to reduce demand By reducing

f-g‘.:the tederal, state, and local governments were established.

b”,"g‘ing taxes would be in the general welfare provided that average after-tax

" would have to have sufficient access to plant accounts and actual cost
- 'data to set fair prices. Some essential items might be less expensive
.. when brought in from producing areas than they would cost to produce lo-
~ cally. ' The pricing of such imports would be subject to review by the fed-
,’“,'eralﬁgovernmepi for the purpose @f*limlting’profit‘@argins Yo reasonable
L levelal i vt : S T Y T

R in gehéril;[any"!reé'narketlﬁfiCés‘that'pérﬁit excessively high profit
' margins provide investment funds that could be in the public welfare. How-
éver, the high prices of such items might contribute to s general infla- ’
tionary spiral. Rather than attacking the problem by atempting to tix the .
" purchasing power. This could be done either by fixing wages or preferably
by forced savings or high withholding taxes.  Because the price structure
 would be dynamic in the early postattack period, withholding rates could

be adjusted week1y>to restrict available cash long before fiscal needs of
The great need

- for funds in'this’early period’wouldvsuggest that excessively high withhold-

- income'were’not depressed so much that the resulting privation constituted
R threat’to health. Universal»w;thholding taxes would be applied to col-
" lect income taxes, but the power to set withholding rates above state and

. federal avgrage:‘could be a useful.device'for controlling intlation lo- ;'

o - eally. This would require delegation of such collections to local author-~
- ity or some equivalent devices for permitiing local differentials. '
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VI MINIMAL REQUIREMENTS FOR A RECOVERY
' . MANAGEMENT INFORMATION SYSTEM

Interactions of Various Government Levels

-A distinction has been made between the federal level of action and
locally controlled decision areas. The line of demarcation between these
is iaprecise but it depends primarily on the impact of specific decision

alternatives on sreas of the country outside t.e locality directly affected. - = {

Any management information system must serve an organization, and knowledge}: l
of the organization served must figure in the design of the" system. In th Wl
most advantageous cases, the organization can be designed together with the

information system jointly to neet minimal functional requirements most
efficiently

Because‘exjsting plané for postattack organization are rather tenta-
tive and incomplete, some latitude exists for realistic consideration of
functional requirements in the abstract. To the extent that this is pos-
sible, this consideration will be undertaken in this chapter to provide 8
logical structure for consideration of organizational and

» to a certain
extent, functional slternatives.

The number of echelons of management and control best suited to the
nature of the probable postattack environment has not been deteérmined but
the cos lexity of recovery management, even after the lightest attacks con-
ceivablé, appears to preclude the possibility of detailed coordination ex= |
clusively concentrated in a single central agency even if the latter is . Lp
capabl Bupported by a widely dispersed field service. This hag not been

_positi iy established but it is difficult to conceive of a central organ-

izatio

I e

o AT

capable of making decisions for dispersed local areas about prod-

uct mx#, billeting, “commuter movement, and other important aspects of
local 1ife. The present discussion 1s therefore hased on the notion that

.. the actual system would include at least two echelons. The introduction of

intermediate levels, e.g., at state and regional offices, could be accom-
modated if found to have political or administrative convenience.

The extent to which ODR or any other centralized agency should or
could become concerned with decisions about product mix or other details
of plant operationg has not been established. The discussions in a preced-
ing chapters make any serious central involvement with such matters appear
to be extremely impracticable. As a matter of fact, such decisions are
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S onlé narginally of interest to local authorities since their initial con-
R cern with product mix selection wculd be to close out unessential produc-

o e LB A b

tion of consumer luxury items aad any parts or components uged in such

consumer items. . Pressures to enhance local self-sufficiency and to gain
itull utilizstion of available facilities ‘would also be relevant but would
“h eorrelate 80 closely with profitability that little occasion should arise

: sf agency preferably would be rather deétailed and very Trequent Immediately

Dl tives could be desirable. After the first month, gome schemes for monthly

*o exert “any sdditional restraints -on- plant managenent._ Some - surveillance —
;of product nix decisions night be desirable, and ‘some nnalysis by the area
"authorities of the balance of the local economy would be desirable as a
ibasis for guidance and coordina‘ion. e Bl e ~

. The 1nformation tlow trom the indxvidual enterprises to the local

f“ sfter the attack. Once most of the initial decisions had been made, a
‘. less demanding system of periodic reports.would suffice for all coordina- )
tion necesvary (At the outset, full discussion of all decision g.terna-

i reporting ot progress and status information would suffice, provided that:

ﬂ major changes were discussed in advance on ‘an’ individual basis. The kinds
Tof inrormation appropriate would include all the data items listed in Ta-

‘{ ble ll including production levels by product, expected prices, past sales,

'5'najor purchases of materiale and components, snd all items moving into or

tron interarea trade.y R

”‘fAn earlier discussion of essential information flows® envisaged the
pfoblen‘ofVCOofdination as one of master scneduling'entailing 8 direct
“Tlow of "informatich on expected prodiiction as well as proposed facility
_construction etween a ceatral authority and four or five hundred lccsl

L ’ﬂ adninistrative areas that collectively covered all parts of the country.

’iThe preceding chapters r=i/lect a change of thought concerning the feasi-
\bility of central consideration of production schedules, ‘except passively

'”r'invnppraising the effects of production- ‘levele on completion of or need

3‘1zcr tacility construction.  Also entailed its a recognition of the inevit-
ability of some degree of eoordinating and decision-msklng authority at

“%he locsl levél. The present discussion 1s thus based on the notion that
tederal control of critical naterials snd maJor irvestment decisions is
;both necessary and surficient tor recovery management ‘and for promulgaticn

) of national policy ' SLoninl y :

B Two other tactors have aifected this change of emphasxs' *he realiza«
:'tion‘tnat the first couple of montns of the»pos;attack.period‘are likely

* See P. ¥. Dresch Resource Nanagement for E onomic Recovery Following
Thermonuclear Attsck, Part I: "A System for Synthesis and Feedback of
Essential Information,” Contract No. FDM-SR-61-106.
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Lo be the most critical for decision-making--a period t.o short for Je-
talled federsl intervention in local affairs--and the observation that

free markets could be established locally and relied on to'influenqe the
direction of recovery by providing the core price data for costing alter-
natives and evaluaiing trade-off possibilities. The interaction between
business decisions and the public works or public welfare actiivities of
local governments,.-however, appears to require some explicit efforts at----
coordination on the loczl level. Some local authority is also required

to approve and actively encourage the level of interbusiness cooperation

. that would be desirable in an emergency (even if in conflict with normal
. rules of business competition). '

A R R R SR S R S

“These simplifications of the concept of the ventral agéncy (which ~
close the gap between this concept and that currently proposed for the
ODR) would leave the paths of information flow relatively unchanged but
would greatly affect the nature of the data flowing and their volume.
'Local business would communicate with local authorities about operating
plans and proposals for facility modification or construction. Local
authorities wonld communicate with federal agencies only about major facil-
ity projects and special problems or would provide sou:rce data for use in
preparation of statistical summaries of cconomic indi=atsrs. Scheduling
information to or from federal and local levela #iuld be needed only for
new projects or for especially critical produiting 7% bottleneck problems.
The reduced load on the ODR woulid tualdy it 1o dea? itk a larger number
of localities than appear- ptio tical with the mory Jetailed mission con~
cept. As discussed in Chapt: v VII, interjecting »tate sgvrcles might fur-
ther lighten this load avt} pepmit somewhat greater £leNibility in the

organization of surviving taduairy Inla meanirstal 1ocal ¢ svplexes.

Information for the Local Level

The only information flows of imiercst relate to those between local
"~ busiress and the immediate local agency concerned or with those between.

R Ny e T e

[ e R

PR

el S ST

e g

i
|
i
b
i
1

thefederal government and the local agencies. The general nature of the
tnformetion was indicated in Tables 11 and 12. This is further expanded

fntu a }list of essential elements of information in Tables 13 and 14 and ‘
supplemented by indications of reporting frequency and rough estimates of
data volume per reporting unit. Estimates of the range in nrumber of re- -

porting units and the average number provide a basis for estimatiag total
data volumes. '

The lists in Tables 13 and 14 do not include certain additional data
required initially to load relevant data banks. These would include, for
the iccal srea, the location of all plants and other importent facilities;
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_Annual. Volume‘ per“m;;w‘w;n.;;;’

L e ———————r— Bz ok O

¢
RN 'rable 13
. . (,’/ = ESQENTIAL ELMNTS OF INFOR\!ATION FOR THE I.DCAL LEVEL .
T,; i B / : ‘ ,
. E HReporting Unit Ex-
i = T T e ':pressed asrLog1°~
2 Bssential Element of Information Frequency '~ (number of digits)
j; On-hand inventory of selected items  Monthly -7
. Preattack price history for se-" ‘Once Tt
i lected items - ' e R
f v‘l’Estlmated demand for area 1mports Monthly 7
i' ;_-Estimated sales for grea exports - Monthly i 7YT
« »b!J Piice changes on all end products.i . Monthly 6
? - fﬁ“Blements of cost for price fixed -;-ig_Honthly" 9'?_
S 'mitens - o ’
d ':QEIements of - overhsad costs ' Monthly v‘k ' 6
k',xlements ot construction cnsts ' uonthly‘ 6
- Employment by skill ‘Weekly a2
- » ' changes - R
,Unemploynent by skill - -Weekly ‘ "2‘w
i 'age rates o ' . Weekly 3
B R - 4  changes - - - S
- ' Wages paid by worker  Weekly n :l9 .
o _;j;wPToduction rates selected items . © Weekly 6
; ,:'Avq;lahle housing 'eekly";,‘t, i;4“ 
% - SR " ~ “: ‘changes .7 S
Béquests for commuter service ﬁ‘i"eekly e .
, Cox Annual volume data aré baged on rdugh estimates of number 6: items -
2 or persons to be reported on from the average plant or other report-
i ing unit times the number of significart digits needed times the re-
porting frequency. Weekly wage data would make up the bulk of the
» reporting load locally.
f ¢ First year only.
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Table 14 4
ESSENTIAL ELEMENTS OF INFORMATION FOR THE FEDERAL LEVEL f
‘ ‘ « '{
B 3 ‘L-M;;Annual Volume* per )
Reporting Unit Ex- :
‘ . : S ‘ pressed as Log10 !
Essential Element of Information Frequency {number of digits) '
Estimated inventory of selected Monthly SREUPRE R i
e A tEMS n Sl :g
Preattack price history on selected Once . Lo 7 et é
~items : ) i
Estimated shortages or surpluses, - Weekly R 7 1
selected items ' ’ T ‘ i
Prices of selected items Monthly - R -
Price indexes of selected iten Monthly - S - i
group ‘ : v :
. . r
Construction cost indexes Monthly ' 4 !
Manpower by skills; trades, occupa—  Monthly o e }
tion, and area e :
: ' . R !
Unemployment by skills, trades, and Monthly SRR - § :
occupation : ‘ ‘ ;
Average wage rates by occupation and Monthiy o S 8
“area o ' '

Area, state, income and gross Monthly - ‘  - ' 2 N
product ' o ' ' ‘ o 2 :
ﬂﬁmproductionuofﬁseIECted.itemsmm_~—44»~—wuonth1y 7 — —
Production indexes of selected item  Monthly 6 ;
__ groups o . e ‘ <

: ‘ o i
Housing units occupied by type of Monthly : _ - S
housing and by area ‘
Housing area per occupant by iype Monthly . 4’
of housing and by urban area

e
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Table 14 (concluded)

© i T oo AT VA WO Dt K e ORI 1 LG Mmoo e

_ Annuhl Volume® per
Reporting Unit Ex-
prefsed as Log 10

Essehtiul Element of Information

Project data including —

Expected cost breakdown
' Equipment breakout with costs and
© - specification , o
- Pert schedule information
Expected output

>Freqpency ; (number of digits)
. . » H
Intermittently —— B A e

" Operating cost data

Attsck damage claims =~ "Mﬂ

UV S

» ;Ahnual volume data are based on rough estimates of the numLer of items
" reported on from the average state or other reporting unit| times the
' number of signiflcant digits needed times the reporting frequency. The
:* bulk of the reporting load would come from the facility prbject submis- ) S
" sions. Total volume would be .less than 100 billion digits| :

f' First year only.
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their current condition; and certain charactéristics includlng identifica-

- tion of specialized equipment or processes, normal products, repairs pos-

sible or needed, and normal (material, Jabor, and component) requirements.
It would also include a'list of all significant inventories together with
locations and present condition.  Finally, it would include a register of
survivors showing age, sex, current residence, akills; profession, or
occupation, and any potentially relevant datsa on education, work experience,

-~significant hobbies or expertise, and current heslth. It would aiso in-

clude at least aggregate data on the available housing. These might con-
sist merely of the data needed to update tax assessment rolls but prefer-
ably would be supplemented with information on condifion, needed repairs,
size, and current occupancy. The current status of public buildings and
city~ or county-operated facilities (such as water purification plants)
would ‘be included among the reported facilities.- P e

Information for the Federal Level

The federal government would require summary data with similar cover-
age. Except for updating its files on large plants and other facilities
or resources, it would have no need for the kind of detall to be compiled
locally. Aggregate data on housing, people, inventories, and surviving

plant capacity would be essential. Such information could at first be esti-

mated from weapons effects information and later from local surveys. It

could be refined as soon as possible by extraction from data collected by
local authorities.

Local agencies would need some information on the national situation.
This could come from the federal government, at first as spot situation
reports, then graduaily in more complete and reliable forms as central

_dg.a processing facilities completed their initial compilations after data

flowed in from local sources. Continued dissemination of general informa-
mation wculd be an important job for ODR and other federal agencies. Such

information would be needed locally as background information or as inputs

to and guidance for local planning.
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VII ORGANIZATIONAL ALTERNATIVES

: ﬁ ’ State Agencies
b . ) '

. T E T The digciissions of information flows in the - precedxng chapters have ™7
- f neglected the possible effects of a politically attractive expedient of
interposing a8 state agency to mediate between the federal government and
- local authorities. Moreover, the exact political nature of the local
authorities has been left unspecified. “The impracticality of interject—
o 1ng the federa‘ government into Operating decisions of indiv1dual estab-

agency. A state agency could, however, be properly concerned with invest-

ment decisions related to proposed projects to be located within its bound-
aries and could be given final review authority over a class of decisions
intermediate in scope betweén those of explicit concern to the federal gov-
ernment and those relegated exclusively to local consideration. Criteria

. for determining jurisdicticon could be based on the extent of interstate
involvement for determining federal interest and interarea involvement for
determining state interest. The size of projects could be retained as a
supplementsary determinant. Depending on the exact levels adopted for the
miagnitude criterion, the load on tne federal government and the authority
of local agencies could both be reduced. State agencies could also facil~-
itate the compilation of significant statistical data on the condition of

their internal economies, maintain up-to-date prognoses or project comple-
tion schedules, and monitor and report progress.

The primary disadvantages associated with the interjection of the
state into the project review process would be the additional delay in-
curred when the proposal documentation passed through the extra handling.
Some compénsatins, gains could arise when the proposal was approved finally
at state levei. Because of the relative proximity of the state agency

__.__1n cases where the federal review wss required, the state endorsement with

T L Rt

lishments appears entirely applicable to the possible role of any state . . .

appropriate analyses might expedite federal action. The principal advan-~
tages would lie in reducing the total load on the faderal agency, provid-
ing a review agency with better knowledge of the state (and local) economy,'
permitting a reduction of the number of cases left entirely to local ceci-

sion, and making use of the offices of the state government to provide.
special assistance. e
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: A second possible alternative would be to 1nterpose a review at some
»regional level between state and federal echelons. The lack of any gov-
ernmental or political entity so placed would make this purely an admin-

__istrative convenience for the federsl agency. The chances for establish-

‘ .-/ ing an adequately staffed and properly equipped set of review activities
g * - at regional offices of OEP or OCD appears to be remote.- Such intermedi-

s

the federal government and in particular would fail to provide for action

‘by resource and claimancy agencies, as would appear to be integral to the

present ODR concept. It does not appear practicsl to use regional activ-A
' 1t1es even tor partial processing of statistical or economic data.

District Ageucies

A third possibility would be the introduction of district agencies.

- 'between the designated local areas and the state. If this is taken to -
mean the addition of an extra review point, the administrative delays would
.probably outweigh possible advantages. Most of the conceivable gains would
cone from an opportunity to distribute work loads more evenly among activ-

- ities at all echelons. Such gains would be achieved more easily by adopt~
ing flexible definitions of the local area. These could include SMSAs,
"cities, or urban places, as well as county governments, but with jurisdic-~
‘tion assigned to one or another of these. Local areas could be delimited’

'in a way that‘tendsito equélize the size, geographically.aﬁ well as econom-

_1cally, of the individual areas. These might thus include individual coun-
ties except for special areas around important cities with the latt:r organ-
ized separately. Some small or sparsely populated counties would be:comf

_hined for the purpose of recovery management and administered collectively.

-~ The interrelations among housing, employment, and industrial development
suggesf that local areas be defined to be large enough to permit meaning-

_ ful consideration of all aspects of the economy. Separation of industrial
parts of cities or counties from the associated residential areas appears

undesirable for_ integrated planning.

[P S s - g e . RRPN P e Rk Aty Mmoo e vt e e e

""aries would lack facilities for coordination within relevant branches of -

dee . SEA Agencies -

A fourth possibility was suggested in the reference cited on page 56.
It was tied to a proposed administrative, fact-collecting, and schedule-
reporting activity to be created at each of about 500 State Economic Areas
(SEAs). The boundaries of these SEAs were contiguous with county bound-
aries, and each SFA thus consisted of one or more counties. There was to
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be one SEA scheduling office (SEASO) for each SMSA. The composition of

the other SEAs was envisaged to correspond roughly to the OCD/OEP repor:-
ing districts or areas that form the basis for classification of locations
for certain damage assessment printouts and other statistical tabulations.
Regrettably, the assignment of counties to OCD /OEP areas happens to difaor
slightly from a similar scheme used independently by the USDA for collect-

ing and reporting agricultural data. One advantége of each of these

' schemes was t@g;hﬁyey appeared to provide nearly optimal coverage of CONUS

as demonstrated by a heuristic argument.
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sny pre—established political authorities associated with the individual
SEAs. If state agencies are to play a role in recovery management, the .
need tc reduce the SEASOs to as few as 500 in number is less decisive, and
counties would provide readymade political entities. Two disadvantages to
the notion of,uslng‘a county agency as a basic unit are the wide range in
size (economically and geographically) of counties and the desirability of
treating well-established economic units (e.g., the SMSAs) as single enti-
ties. Present modes of organization for civil defense, economic stabiliza=
tion, and similar activities have tended to leave questions of internal
organization to the individual states and to concentrate on working out
state-federal relationships. For the immediate picture, it would(appéar
that the specification of reporting substructure will be left to the in-
dividual states and that local areas will in practice be defined usually

as counties with some grouping of counties into metropolitan areas or other

“convenient planning or redevelopment districts. The lack of uniformity

- asseciated with leaving organizational structure to the states is undesir-
able but could certainly be lived with.

Responsibilities of Various Levels

In view of the political and other considerations cited in discussing
the four aslternatives, it appears that a federal-state-local structure
is most likely with the States, making their own defiritions of local
units. Such a development appears likely to generate other variations,
particularly in specifying the functions of the area authority. It would
probably suffice for laying down criteria for jurisdiction to involve ODR

dollar limit in total funding required. The states would then have final
review authority for all other projects unless they delegated this to
local authorities for certain types of projects according to criteria of
their own design. It would appear desirable at least that the states
actively involve themselves in review of projects having implications for
two or more of their designated local areas. Differences among states
might exist with respect to review of operating decisions (e.g., product-
mix at individual plants) but it appears to be as inappropriate for the
states to consider these as it is for the federal government. Except for

69

__A disadvantage is the lack of oo

et e ammn b i etk e A e s e 4 S s £ .

..in all projects having interstate-implications or'exceeding”sﬁ”aSSignéa'”'“‘ I

AR LA
¥




B e

Ywrtaeli s AR PN SRt

" especially critical problems, any such review would appear to be best con-
~fined to local authoritlies or to plant management. Since operating deci-
——sions are somewhat related to price’freezes‘or’price'fixing;'the'authority'm”"
"responsible for detailed price decisions (i.e., for allowing adjustments

to cumpensate for problems created by uniform national freeze order pol-
icies) shopld be involved to some extent in review of operating decisious

" at least to the extent of becoming familiar with operating problems.

s

' The role ot;corporate'management‘in the postattack period has not been

r,néntioned since it is rather uncertain. To the extent to which the coun-
‘try would be seriously immobilized, the possikle role of nonresident cor-
porate management in local decisions would be greatly reduced. To the ex- )

tent that funding would follow from government and from local profit

~accumulations, the usual role‘of corporate management<1n investment deci~-

sions “would ‘be #omewhat rediiidant and ineffectual.  Finally, the partici=

“pation of ‘the corpqrate headquartexs in nationwide pricing policy, adver-
tising and_prcmotion,'or distribution would be ‘so complicated by local

- restrictions, governmental involvement at other levels, and environmental
‘emphasis on production rather than sales that the corporate function might

be reduced to advisory services to local plant management. As the recovery

progressed and as fuel became generally available (poseibly two years after

the attack) this situation would change, but for the decisive period imme-
diately tollcwing an attack, the role of corporate management could prove
- to be rather negligxble. : : :

The etfects of alternative organizationél stfucfures on 1nfdrmatioh
flows relate primarily to volume of data and less to distances and speed
of transmission. The transmission times in question are those from initis~

tion of proposals for action to receipt of final authorizations. Such time
intervals are made up primarily of review processing times. Physical trans‘

mission of data, even by a heavily damaged land transport system carrying

tem could be compensated for to any extent desired by readjustment of re-
view criteria; average response times and average data volumes could be
made to come out about the same, regardless of the organization, by appro-

© ——— s i ek e D L P A A R e e a

__first class mail, would make up only a small fraction of the totsl delay . . .t
- time. The effects of organization on both aspects of the information sys-’

i

priate redistribution of work load. The selection among alternative organ=~
izations would have to be based on considerations other than .information

transmission efficiency. Questions of possible organization of data banks

and the associated data use and data retrieval are more significant.

_ At present, only the federal government has made any serious plans
for establishing data banks that would contain informastion on the location,
condition, and other characteristics of economic resources. Local author-

ities at county level could satisfy their data requirements by contacting
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have to be devoted tc establishing
-~ nomic data, and none are known to

. and ! requirements.
- aftér attack;—

“ data of variable quality.

" and local levels that would be cor

‘tive service if in existence. In

~‘Among its relations with governmen
" the county supervisors or with the
" the geographical limits of the log
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provisi idequat> systems for reley
plant records and locally available

‘itate 14~al analysis of alternatiy

ke all that could be expected. T

state levels would be quite diffe:

ant file maintenance.

in their areas and could probably im-

r Ready access to
data processing capacity would facil-
es, but in many areas manual files would
e small amcunt of economic activity in
ds entirely adequate. The situation at

bent, however, and if the states were to

be included in the. organization fér recovery management, attention would

those under present federal efforf
of a capability for independently

cv receiving detailed information
-It 1s conceiva

resburces. updated to reflect atts:

data banks at least as elaborate as __ . . . .1

s. Few states have at present very much
collecting and analyzing internal eco-
have made any provision for collecting

on the nature of their economic resources
le that. the federal government could,

ride “the individyal states with organized data files on

ck lngses, but the national files con-

tai Hﬁensus confidential and other privileged data that ¢ouid be released

only aftrer congressional action td waive current restrictions.

postattack period would, however,
start familiarizing themselves wit

Given that some sort of orgar

ment,- there are still many questio
to the organizations' structure an
ot their associated governments.
spoﬁ?é"to a city, a county, an SMS
the agency should be delegated pow
should include cognizance, for pls
rationing, price control, wage con

lat?ons, it would need the support
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At the state level, the invol
relationships with the goverror’'s
as highways and public works, fin
commissions, the taxing agency, t
legislature, and local organizatid
the structure of government would
of resources and claimancy agencie

The early
be a very poor time for the states to
h extensive compilations of economic

izations would exist at federal, steste,
cerned with aspects of recovery manage-
ns that need to be resolved with respect
d their relationships to other branches
At the local level, whether this corre-
A, or some other grouping of counties,

yers appropriate to its functions but

nning purposes, of local boards for
trol, rent control, and possibly selec-

|the enforcement of its actions and regu-

of the sheriff's office or local police.
t agencies'should be included those with

mayor and city councils in office within
al area. ' '

vement would be more complex entailing
offite, the executive departments such
nce, the insurance and public utilities
é department of labor and education, the
ns within the stave. In most states,
permit the intreodiction of the concepts
s that could be expected to reflect the

interests of particular segments of the public and the industries of the
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"f“‘f””**‘““*necessity), and-allocations-of critical materials to high. priority indus=_

w"“*“"‘““*’OES,“’"’partially suhordinate agency:——Whether—-these -concesstons—to- checks-

state.  The review of investment projects would undoubtedly entail en-

dorsements from all such agencied. Economic stabilization activities as

wexl as resource allocation decisions would also be made after consulta-.
- tion with such departments, boards, and agencies. ' '

At the federal ievel, the possible organizational alternatives are
numérous, and current plans for ODR represent a reasonable compromise
, 7 among many such alternatives. ‘Historicall; (e.g., during World War I1
i __and_the Korean conflict) the U.S. government responded conservatively to
emergencies since the Congress tended to limit the degree to which fea-
. eral agencles interfered with the ncrmal workings of the U.S. economy.
~. However, rationing, price, wage, #nd rent controls; material allocations;
\\\productiqn limitation orders; tax incentives (primarily rapid amortization
allowances on defense plant construction under approved certificates of

£

~tries have 211 been employed under wartime agencies such as OPA, WPB, and
ODH. The relationships between Chese central coordinating agencies ana
the departments snd independent agencies of the executive branch of gov-
ernment have varied. In genaral, decisions were made as a result of inter-
actions between agencies having special requirements (e.g., the armed
forces or DOD), referred to as claimancy agencies, and agencies having
cognizance of particular resources (e.g., USDA, rCC, FAA, OET, O0G). Many
,agencies have traditionally had dual roes: USDA has claimancy status with
respect to such items as fertilizers, tractor parts and fuel, and pesti-
cides, but resource status with respect to agricultural products. - Trans-
portation as a service is represented by OET in its resource role, but the
. fuel, manpower, and equipment needs of the transport industries would in-
“volve OET «s a claimant. This delegate agency concept has been basic to
- the organization of OEP and would be carried over into ODR, the wartime
' successor to OEP. A seccndrconcept‘shaping both OEP and ODR is their sta-
‘tus as coordinating agencies. ' Much ofithe.decision-:aking, both for rou-
~ tine decisiors and important poliéy formation, would still'be made by the
- delegate agency subject to review by ODR. A more powerfully structured
ODR might have been assigned full suthority and responsibility for all
federal decisions in recovery management and economic stabilizction. ‘This
has not been done, and even economic stabilization has been assigned to

- and balances and to the power of the exercutive departments would persist
throughout the critical part of the early postattsck period i1s conjectural
but it is unlikely tc change before a major emergency.

T - Peripheral agencies such as the proposed AVEC (Asset Validation. and

Equalization Corporation) loss equalization administration could be intro-
duced into the family of recovery management agencies in various ways.
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Again this could change but present plans make AVEC responsive to OES,
ODR, the Treasury Department, and to a lesser extent the FRB.
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In general, tne main organizational alternatives at the fedcral level ?
are a centralized, w.ll-gstaffed agency with bhroad powers or a carefully 1
counterbalanced group of active agencies including all the establ:ished de-
partments. bureaus, and offices with economic responsibilities. The latter
I vgﬂﬁjswmorehin_ksepingﬂwithnu,SL,distributivewphilosophyﬂofﬂgovernmentwanq,has, —
prevailed. ) : 4
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" VIII CURRENT PLANNING FOR THE OFFICE OF
DEFENSE RESOURCES

T

In some respects, ODR 1s an emergency operating agency slated to ab-

sorb and essentially replace OEP in time of war. The staff and facilities

of OEP would be available to it and would supply the nucleus of a greatly
expanded agency. In particular, the OEP regional offices would become
regional offices of ODR and the c0mputational facilities and economic ex-
pertise of the National Resources Analysis Center (NRAC) would be made
"‘available to maintain an appropriate data bank. This would be based on
~data now maintained by NREC (the National Resources Evaluation Center) an
organic part of NRAC. ODR would be responsible for coordinating the
resource~claimancy process and for providing managerial support and policy
guidance for the federal action agencies and the state and local govern-
ments. Sister organizations such as OES, CET, 00G, and, BDSA would all
assume emergency powers for control of appropriate aspects of the economy
The regional offices of ODR would maintain liaison with the governors of

the states in their region and would represent and act to implement the
policies of ODR and the federal government.

Basic resource data are available at NREC, and computer programs have
been designed to carry out damage prediction or damage assessment compu-
tations. These would be used in the postattack period to estimate and to

"evaluate on a continuing basis the extent of damage to industry and to
test the feasibility of meeting the requirements of survival and alterna~-
tive rates of recovery with the surviving economy. From the insights ob-

tainad through these and other trial computations, a program for recovery

would be adopted and implemented. No plans exist as yet for placing such

computer facilities and software in reach of the regional offices, although
few alternative computer sites have been e:tabll:hed

B e e BRI

The operating ph;losophy of ODR to date has envisaged a system of in-
centives and controls to be selected from those tried.in previous emer-
gencies. The important questions of controls over the manufacturing sec-
tors is based on the concepts developed by BDSA for its Defense Materials
System, although precedents exist for the application of limitation orders
(suspending or limiting production of specific items) and direct alloca-

tion not only of stockpile items and other eritical materials under the

DMS system but also of components. In case of heavy attack, the DMS gys~-

tem would probably require supplementary and more direct controls than
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~ materials would be expected to suffice. R , . :

-OEP Comprehensive—Plan which has-the fcrm of a prototype state_ plan.
~"This plan is being considered by the individual states, modified and

night be characterized by limitation orders and priority determined allo- -

' cations. For general mobilization, limited war, or very light attacks,

the DMS system of indirect controls by selective allocation of critical

{
!

State~involvement in planning to date has been achieved through the

adapted to meet the particular legal, political, and economic situations

extant within their boundaries and developed into an official state plan

to be tested and implemented. The key concept in this plan is the notion
that state action would be needed in an immediate postattack period until
the federal government could be reconstituted and assume full control.

thEconomic stabilization activity by the states, for example would thus

consist primarily of promulgating freeze orders fixing prices, wages, and
rents a' average levels experienced during specified preattack periods
and taking other actions intended to hold the line on prices, conserve

" inventories, ard initiate rationing. These measures would remain in force

urtil federal controls were established. The exact nature of federal con-

“trols and the structure of the controlling organizatica would depend on .
- " c¢ircumstancrs aad need, ‘but boards and agencies established by the states
o might be nbsorbed into the federal plan

The eccnomists of NRAC and- the program ana]ysts of NREC have long

" been concerned with the problem of comparing total supply or capacity with

prooable requirements to identify imbalances and find methods of correct-

- ing them. The fact that industries are interdependent. and that it may be
“impossible to utilize surviving capacity fully because of shortages of
" material inputs has always complicated supply~requirements analysis.
"~ Allowances for required indirect production needed to supply inputs to
" individual economic sectors has usually been made by use of an input-

output o some similrr model. Such analysis has been experimented with

'8s a method to determine capacity requirements and to direct capacity into
o sectors of greatest need. - v ;

Since it has always proved impossible to consider the economy in de-

~ tail, this has been done by aggregative models that lump products and
_ capacities into industrial groupings, invariably based on the classifica-

tion system of the Standard Industrial Code {SIC). Restriction to a rea-

fSOnable number of sectors has necessitated a high degree of aggregation..
. In addition to complications in data collection and data transformation,

the aggregative nature of the models restrict answers to statements about
broad sectors and leave unspecified the precise nature of the principal
capacity required. " Moreover, they treat the various products in a sector

. as though they could be freely substituted for one another. To the ex-
. tent that capacities associated with one sector could be substituted for
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__future for appropriate ranking. Under present plans this would be done

- ernment in the postattack period would be an important purchaser of goods’
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each‘pthgr, the aggregative results may not be inscrurate,‘bdt they only
suggest some industrial sectors as being most in need of additional capa-

city, and supplementaryfanalysis would be needed to identify the kinds of
capacity specifically desired.

Supplementary analysis would also.be required to decide the best loca- .

tion for new facilities. The input-output analyses are essential for pre-

attack analysis of possible contingencies and will provide general guidance
postattack. The postattack period, however, would give much more direct

and specific evidence of facility requirements as they develop. The most

difficult part of ODR's mission would probably be to monitor changes in

the apparent need for new capacity and to project such chahges into the

wﬁfimarily by industry experts using their kqowledge of a particular indus-
try and whatever operating statistics that might be available.

The analysis conducted by or for ODR would not generate new capacity,
but it would provide 2 means for weighing alternative’capacity needs. The

ot A b b

methods by which this weighing will influence capacity genération would be

by using it in assigning priorities, making material allocations, and en-
couraging appropriate investment.

In World War II and the Korean conflict,
much .of this investment came from government funding and was associated
with government contricts for prod._tive output either needed to supply the
armed forces or to supply defensc contractors with material inputs or com-
ponents. Some of the investment did come from private sources and was
elicited by tax advantages in the form of corporate income tax zeductions
through rapid amortization allowances granted under certification of the

necessity of the new facilities to the defense production effort.
Whether or not there would exist an ongoing military action, the gov-
and services for its public works and welfare programé. Government pur-

chases, when combined witn high priorities, assistance in financing, and
tax incentives, could again be important factors in influencing the direc-

. gt A P i i T 0

tion of capacity expasasion.
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The plans for and expected mode of operation of the Cffice of Economic
Stahilization (OES) appear to be somewhat tentative. - Rationing and direct - .
economic controls {of prices, wages, and rents) are provided for but the
principles under which departures from initial prices (as specified by the
terms of the geuneral freeze order) are to be suthorizcd have not been
stated. Price and rent boards are being provided for at state and local
levels in the state plans and are expected to be taken over into the fed-
eral organization when appropriate. No delegation of price adjustment
authority has been made to the s%iates as yetr. Such an adjustment process
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is contemplated for the federal system. No detailed guidelines for the :

adjustment process are availahle, but general policy permits adjustments
in response to the requirements of defense prqduétion or general GDR policy

- goals. Discussion of limited debt moratoria have been included in earlier °

OEP planning, but nothing has been officially established other than a gen-
eral policy of planning government credit when needed to prevent financial
difficulties from interfering with essential production. Final developuent
of the AVEC plan would presumably clarify such points. Wage controls, ceil-

ing allocations, and-other- controls—on manpower would be-managed-by- the =« -
field services of the U.S. Department vf Labor and specifically by the

" Federal-State Employment Service System.

The enforcement of the general price freeze order as well as of any
subsequent OES or ODR regulations or directives has not been provided for

~ in most of the state plans, if any; thus, penalties for violation and sther ~— ~

enforcement action are the responsibility of the federal sauthorities. The
authority for state action in general is based on the emergency powers of %
the governor as may be specified in the state constitutions, existing laws,
or that indicated in contingent or standby legislation. Tie legal situa-
tion will thus vary from state to state corresponding to differences in
powers granted the governor and the content and current status of standby

: legislation.j
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IX FEDERAL, STATE, AND LOCAT. INVOLVEMENT

_Introduction

. The OEP Comprehensive Plan represents the first attempt to delegate
to the states some specific areas of responsibility in the management of
recovery from nuclear attack. As indicated in the preceding chapter, this

assignment thus far is essentially of an interim character.  In developing

their specif;c plans, the states are in various ways further delegating

specifxc assignments to their political subdivisions and to standby locai

boards and agencies. The®involvement in recovery management is thus dif-
fusing to local.governmeht. Although civil defense planning has involved
state andflocél governments very heavily in identifying, marking, and de-
veloping shelter spaces; planning for shelter assignment; developing and
exercising emergency operations centers; and in other activities related
to passive defense, plans for economic readiness and for recovery manage-
ment have remained largely a federal undertaking. This is to be expected
when one recognizes that preparations for posiattack fecovery management

have thus far been concerned almost exc1u51vely with poliecy making and
organizational planning.

State and local governments lack the data base, -the staffs, the budg-~
ets, and the motivation for active participation in such planning. Their
~role is primarily on the operaiional side of recovery management. Prepara-
-thns for say operational role have appeared premature in the light of the
present state of federal planning. The operational role suggested for

" states and locval areas in the preceding chapters is one that would not be
fully defined until the postattack period. Recognition of at least a lim-~
ited role is ‘necessary for any serious preparation and for the de\elopment
of even paper organizations and readiness exercises. -

In the case of an extremely light attack and general mobilization,
the basic industrial operational decisions would be best left to private
business under limited federal controls contemplated under the DMS system.
In the casze of an extremely heavy attack, however, the problems could re-
quire a high level of collective action at the local level as discussed
above. The virtual impossibility of doing everything requlred at the fed-
eral level necessitates the creation of some basis for action by local
leadership and the delimitation of appropriste missions.
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Local Invoivement

The susceptibility of local agencies‘to strong local préésures, the
lack of information and background on national problems, and the lack ot
-staff, ‘budget, and motivation for decision-making related to national wel-
fare would always limit the extent to which local officials could tran-
"scend locsl interests. The significance of many operational questions,
however, is predominantly local and only if they combine to threaten the

Do viability of the area do they become of .concern to the state or the country i
" at lerge. RN ,‘f”>:¥' B S . : T

Under normal conditions, a similar statement would apply to corporate
management which, except possibly for some of the giant multi—indust'y
.companies, could not be expected to be motivated by national interests.

e ~ However, the Iree enterprise system tends to orient corporate interests
‘along lines that contribute to the national welfare. Immobilizatior could
shift this responsiveness td'profit motives away from nonresident corporate
 management to local plant officials. The homogeneity and community of in-
"terests of all types of mansgement in an area would become greater in the
postattack period than that of dispersed corporate divisions. Local sur-
vival would become a more vital issue than optimal corporate diversifica-
tion policy. Some entity would thus be needed for focusing local efforts
toward Iocal public welfare represented primarily by a favorabie balance
" of trade with other areas and an acceptable degree of local self-

- sufficiency. ~ Such problems, motivation, and leadership could only come
from the local area. ~ sl : ‘

, "The parochial point of view of local agencies could be tied to the
national interest by permitting investment opportunity and better living
7conditions to flow to the most productive areas.” This could be facilitated
T by the actions of federal, regional, and state agencies (which would remain
the important sources of investment funds, if not directly at the outset
“then indirectly as secondary sources) and review authorities. - In the heavy
- atlack case, the control of the economy through allocations of critical
materials would become less effective than control through location of new
. facilities, simply because material snortages would be felt less than fa-

R

ST,

€ility shortages.— It—1s-the lack-of sufficient emphasigs on this fact that

i
IS
-5
§
i

seems: to need correction in present plans for ODR and in supplementing'the
DMS system. Further study leading to such a correction would facilitate
defining a more appropriate role for the local agencies. -

A variation to this line of discussion could be based on the observa-
tion that the competition between large national corporations is respon-
'sible for operating efficiency and for motivating and rewarding effective

expansion planning. 1In the postattack society, the wide variability in
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area circumstances would occasion a partial shift of competition from that

‘among national corporations to that among areas. HKigh freight rates would

provide much of the motivation for such interarea competition, but exist-~
ing institutions do not provide a public agency for leaderskip ot the local
effort. More thought and preparation should be given to organizing the
area governmental structure to accommodate such 8 development.

. State Involvement

. At the statc level, some organizational framework and precedent.exists
for economic surveillance, emergency or disaster assistance, and a compet-
itlve approach to interstate commerce. In normal times, the regulatory
activities of the state and its activities in promoting its internal economy

are‘rather limited, out banking, insurance, savings associations, utilities,”

irade, and proicssivnal licensing are covered by existing state agencies
and many advisory boards exist to aid state industries. Public projects in-

" volving more than one country or local governmental authority normally come

under state agencies or special districts. State involvement in project

review should not prove too novel, and precedent exists for multiple state

public projects such as water develooment. The extension of such negotiat-

ing to private undertakinge of importance would be pocsible but tne ten~
sions of the postattack per;od'and clear need to avoid flagrant use of

political power rather than economic principles in interstate involvements
would call for federal mediztion.

Major projects, wherever they are locsted, s7e likely to require sup-

port from areas or states other than where they are located and to benefit

other areas or states. Size alone implies a greater need to involve higher

authority than suggested'by immediate geography. Very high value projects
become the concern of thke federal government; high value projects become
the concern of at least one state government and, if of direct concern to
> more than vne state, then the concern of the federal governmenf.' Only
. minor projects of exclusively local concern could appropriately be left to
. local agencies.

’ .

[ OSSP VRNUR T SRR

‘Federal Involvement

The federal governrment would be involved in recovery in other ways
than review of major or interstate projects. Its continuing analysis of .
the rational economic sysfem would indicate states and aress of greatest
need, economic sectors that were lagging and slowing recovery, specific
bottlenecks, inflationary or other undesirable trends, and other guides or
suggestions for action at federal, state, local, or private levels. These
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‘,i analyses would provide a background for project review; project 1nitiatibh,h

. tax or monetary policy, an¢ fiscal management. Much nf this information
~._.would be useful at state or local levels and should be presented in appro-
"~ priate periodic reports.

.The lack of free markefs and other pricing difficulties might be

g ‘alleviated if the federal government were to complete and publish lists of
i._\'.\bsex'ved inferred, or imputed prices as available. This would be partic—

U ularly useful for elements of construction costs, and these shculd be read—~"
-+ 11y available from project review. As previously ‘mentioned, public reports

- on project schedules and progress would be useful for other scheduling.

.+ Finally, ODR--probably with the support of the Department of Commerce=-

; would be in a good position to compile statistics on production trends,
1‘with some regional or state breakdown; and other economic time series.
~-These. services or functions would be continuations of current activities
. but could usefully include extensions of such programs to increase detail
‘f§,irequency, and coverage of data.

' Among the emergency tasks of the federal government would fall all the

" relief and welfare problems of depressed or devastated areas, mass reloca- N
" tions of people, organized salvage operations, and other activities for the

public welfare and of national scope and influence. Support and guidance
for national retraining programs could fall in this category In continua-
tion of present policies with respect to highway construction, antipoverty

»activities, and other such welfare programs, the federal support in the
'postattack period would presumably be done through and in aid of individual"

states.
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X MAJOR GAPS IN PLANNING TO DATE
{

|

Ihtroduction”m . /

Planning related to the management of'postattack recovery, to the
degree that it can be conducted in a normal preattack period, is concerned
with actions that can be taken before an attack to facilitate postattack
management. Such planning .can be devoted to developing and training or-
ganizations; stockpiling informatinn, materials, and products including

" equipment or even prcductive cabacity; or anticipating postattack problems

or situzticas and pretesting alternative methods of handling them. The
Comprehensive Plan and the plans for ODR and QES have thus far related
primarily to organizational questions. Federal stoékpiling has related
primarily to purchase and preservation of critical materials supplemented
by grain and other basic food materials accumulated under CCC legislation.
Postattack research has related primarily to anticipating pxnblemsfand'
pretesting alternative countermeasures by computer simulations or other
inalysis} -The organization planning has been followed up with some ele-~

mentary tests of the organizations contemplated and has included some

training of state and other relevant agencies. Every aspect of planning

has thus been touched on, yet those concerned are very aware that much
more must be done. s

ot . : - T .
"Ofganizational'planning 18 most complete with respect to agencles of
the federal government in their centrzl headquarters. Only minor use has
been made of existing field service staffs of federal agencies as yet in
current plans, and even less use has been made of state or local agencies.

The problem of providing for adequate information flow from local areas

through the states to federal ceritral agencies has scarcely been consid- -

i
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ered. Neither the content of the information desired nor the origin and

destinations of the data have been outlined.  Training and published in- -

structions have related more to questions of organizations and prelim-

inary tests of tentative organizZational alternatives than to preparing
officials for their decision-making responsihilities.

)

Interaction Gap ’ -

Chapters V and VI have indicated general information requirements.
These were developed independently of assumptions about the organization
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- e 1‘0! recbvery management but were based on a concept 6f migsion thdt is
et . "4e-. rather different from that spparently implied by existing organizational

_ and facilities, present plans place primary emphasis on material shortages
" engendered hy facility destruction rather than on capacity regeneration.

. - cluding 'scarce materials, if any) woulc¢ be an important activity in the

L _.very early postattnck period However, long before these shortage prob-

: -lems were solved--if they ever were to be solved--the primary attention
ot mansgement would have to be given to proper channeling of investment

' activity and to maximizing the level and effectiveness of savings The
sequence.of.priorities would probably start with decontamination and re-

. .. pair of light damage; through repair of heavier damage, conversion, and

"‘“—_“~**‘“-7~——~‘~expansion,,to -construction of new facilities. The first stages of thi=.

ular situations that would require the presence of capable members of the
management organizations (or specialists reporting to it) on the sites in
question. The interaction among local plant management, other experts,

- and the various echelons of government has not been worked out as yet and
ls the primary gap in present planning. :

. Alternative Analysis Gap

T T t‘léhapters 111 and 1V have given attention to the problem of realistic
i “costing in the snalysis of alternatives in highly disturbed and heavily

- nel and to planners. = The primary reflection of this concern in current
’ .plans:is the recognition that a general freeze order is 8 stop-gap device

) ppction ant discourage diversion of capacity to socially inappropriate

"and the mechanism for weighting sccial ends have yet to be specified, con-
stituting a second gencral gap in present planning. This gap does not
. arise because of lack of attention {although greater attention to it might
T ———be helpful)-but-becsuse it _1s by no means selear just what should or could

be done to close it. Chapter IV has discussed a par?ial approach, but
- better solutions nay be possible.

Cost Data Gap

The costing problem is complicated by the lack of an adequate, gen-
erally scceptable methodological approach and by the lack of factual data
sbout the present economy. The information inadequacy gap can never be
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plans. Although the immediate effects of an attack would be 10ss of lives

Rationing of consumer goods and careful nllocation of producers goods (in—l

sequence at least vould require extensive first-hand appraisal of partic~-

regulste¢ economy. This has been of concern to many other research person-

. and that price pdjustments will be necessary to encourage appropriate pro-

o ‘ends. The principles to: be followed in reviewing requests for sdjustments . -
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closed entirely; but the data banks maintained at NREC might well be sup—
plemented by data on prices or costs and other intangible or value-related
_ economic Variables;<»The growing emphasis on limited war, triggered by the
Vietnam crisis, has turned OEP to consideration of current economic prob-
lems. Some of the informatior needed for the analyses of alternatives in
the present situation would also be of value in the postattack case. The
indications are that the present lack of economic data will be partially
remedied in the near future.. The continued involvement o BDSA in 1imited

w/;ﬁ;omghgxchange but the political climate makes this seem'unlikely;f

R T it v ot et

mobilization will alsb be heneficial. 1If the states are +o be asked to

participate in recovery management, some provision is reeded for continued
exchange between the federal government and the individual states of per~
tinent data on the states’ internal economies. Any steps to assign .the ‘
states an added role in the limited mobilization case would probably force

A
: ‘ ﬂ
Stockpiling Gap o F

Stockpiling efforts of the federal government have concerned raw ma-~
terials. ‘hought has been given to stockpiling intermediate or fabricated

- forms o1 some materials, but the variety of forms of potential 'interest has
been discouraging. Stockpiling standby equipment and even productive capac~
ity seems entirely out of question. Thorough cost~effectiveness analysis )
of particularly attractive possibilities has never been gttempted but could

appropriately be considered in comparison with the cost-effectiveness cal-
culations for alternative active defenses.

The dominant importance that transportation would have in the gost‘
attack world makes the problem of fuel for motive power of considerable
significance. Development of alternative engines :apablg-of operating on
fuels other than diesel oil or alternative dicsel fuel sources have heen

suggesied, but the present econcmics of thelr use is unfavorable.(ikelatiye

costs in the poatattsck periscd might prove more fayorable. stOckpiling a
i significant number of all electric engines, Stirling cycle engines, or
crude oil burners with diescl starters would all be out of tho question,

attack improvisation could be worthwhile. In general, an effort to stock~
pile potentially useful technological information could be invaluable.

Another form of information stockpiling would be extensive snd system-

atic documentation of the results of preattack analysis of anticipated

rostattack alternatives. OEP has, as indicated, developed or supported the

development of computer simulations intended to permit experimental inves-
tigation of what might be produced from damaged economies. Only limited
trials have been made with the largest of these models, thz PARM (Program
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'Analysis for Resource Management) model because of the great amount of com=

puter time required, but a simpler model based on an updated version of the

" OBE input-output table for 1957 1111 be exercised more extensively. Little

“ work has been done on other tvpes of possible postattack problems, for ex-

ample, investigation of the effects of: tax policy, price ceilings, minor
adjustments in very high freight rates, changes in the interest rates, or

S . alternative methods of government financing all in an assumed postattack
3 e settingrw—The postattack period itself would provide little time for con-—

“sideration of such guestions but it should he feasible to update prior

studies to reflect actual postattack conditlons as they might develop.

N

~,

: Reportiqgﬁ?rocedure Gap

_ Another gap in current planning is the lack of specific procedures
for reporting sctual conditions in states and local areas to higher echelon

- data snalysis points. or for reporting back significant summary statements

'regarding the overall situation or unusual circumstances related to par=
ticular products, economic sectors, states, or local areas. Two-way re-

- porting of radia*ion dosage has been provided for in OCD plans. Other
" damage reports are also provided for but the mechanism for exchange of

economic information has not been specified. The kinds of information

“needed have not been indicated nor has’ any doctrine for reporting irequency,

coverage, and degree of detail been established. Assignment of responsi-
bility for reporting is yet to be made except for general situation reports
coming from OEP (or ODR) regional offices. Reporting forms are largely de-

B signed for general reports or incidental irregular comments. Message pri-

“orities, routing-doctrine, and mode of transmission have not been consid-
ered. Many of these details would require postattack adjustment to human
and technical capabilities but some attempt to anticipate problems and

establish tentative procedures would appear possible and valuable.

Table 15 lists these gaps ‘in planning somewhat in the order in which

_attention is most desirable. This sequence was based on a combination of

‘rimportance and feasibility of significant work. being done on them during

""the preattack periods.”"The ratings assigned to both -importance .and .feasi-

bility of useful action are indicated. Most of these gaps exist because
of the need for apprOpriate research. These research gaps are discussed
further in the next chapter, and possible research approaches are indicated.

Many of the gaps exist because of uncertainties about the postattack
situation and the difficulties (noted.previously) of dealing with all pos-
sible situations. However, case studies and sven tentative analyses would
facilitate postattsck analyses. Study effort could constitute a favorable
way of investing in methods to improve readiness.
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Table 15 °

GAPS IN CURRENT PLANNING

Planning Gaps--Lack of .

Importance

Feasibility of Closing

Uniform local organization

Assignment of clear local role

Local and reéional price data
Basis for price adjustmenté
Basis for real cost data
Policy for debt adjudication
Policy on loss sharing

Information system for local,
state, and federal data ex-
change

Countermeasure to gasoline and
transport vulnerability

Countermeasure to vegetable oil

-refinery vulnerability

Responsibility for product mix
decisions

Basis fdr product mix decisions

Basls for capital investment

Very great

Very great

 Moderate

Great
Great
Méderate
Moderate

Great

Very great

Great

Moderate

Great

Very great

‘Tedious

N\

e S i o4t i A it i e

Partia}ly feasible-~~
political problems

Partially feasible-~-
political problems

Needs research

Research helpful

Policy agreement needeé
Policy agreement needed

Needs design and imple-
mentation plan

Doubtful

e
,’,

Should be more feasible
than countermeasure im-
mediately above

. Related to assignment

of clear local role
Research needed

Research needed to find

o e e et 3RV b T AN St

e i i v»..-a»u~twui«"=‘—~ o
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XI RELEVANT GAPS IN POSTATTACK RESEARCH

Introdnction

The gaps in planning noted in the preceding chapter are not difficult

to explain but are difficult to close. The decgree of organization, train-

_ing, and readiness that might be desirable cannot be achieved when one is
preparing a response to an utterly unprecedented disaster of thc type that
could follow massive attack. Some of the gaps mentioned related to a lack
of data about the U.S. economy and to a lack of analyses of the relative
economic advantages of alternative policles. Unsolved methodological prob-

L lems present obstacles to useful work on some of these questions but budget

L~~um w s oo oo constraints have held back effort on others. Both types of research needs

are related here to the informat:onal requirempnts of postattack agencles
at all levels.

Data on U.S. Economy

The difficulties with adequate costing have been mentioned at length.
Input-output mocdels and othér-simulatiéns have been used in conjunction
with damage assessment computations to explore the shortages that might re-
sult from attack. Some work has been done with a model that incorporates
pricing features. The effects of rationing and price fixing are nc. well-
known, but they could be the subject for direct economic research of iheo-
retical character and without reference to quantitative facts about the

economy. This would aveid confusion about the effects of aggregation that
plague all simulations.

_ The difficulties in recovery management would be important primarily
iy . N in the case of significant immobilization of the economy. The latter could
Z arise through loss of diesel fuel production and through heavy damage to
eritical points or nodes in the highway and rail systems, including rail
marshaling yards, ‘and to concentrations of truck and rolling stock.

Suéh

+

i

lyzed and listed in advance, if motive equipment could be developed that i

could operate without diesel fuel (e. g., crude o0il burners with proper : ‘§

T o ‘'starters, Stirling engines, or all-electric cars) even at increased cost, B
if standby diesel production capacity were constructed in widely dispersed :

or hardened locations (e.g., from topping plants), or if careful study of

current transportation demand were conducted to identify ways of reducing

total freight movements. Research on both hardware development and on net-
work analysis could be extremely helpful.
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The current redundsncy in communications plauces
:"mand on the communications nets but provides a very
normal times.

In the postattack period, with abnor#

‘networks, this luxury could become expensive.

Preat

on information theory could improve the efficiency -
. alleviate this p:oblem.~ :

e & T e g s

o AN ot it e e

an unnecessary de-

inexpehsive luxury in

al loads and damaged
tack research based
yf communications and

Research Task Categories - _nﬁﬁﬁ;?

in generél these research questions rels"e¢ {o
- the economics of ‘the postattack environment, or sys

mation systems, decision systems; or vital network Bystems.

nnrdwéréwéévelopment;n
tems, including infor-
. The hardware

questions are possibl& the most intractable since’ they include develop-

ments that might prov‘"tefhniéatry‘Impossible nr ec nomically infeasible.

" The economics guestidns relate to problems that hav
in economic theory b
the postattack peri Thersystems questions have

analysis of direét and indirect physical effects of

received attention

Qﬂnot specifically for the circumstances likely in .
. all been considered for

attack on the corre-
What has not been

L e bt et 7 a3 s i o .

sponding physical counterparts of the systems cited.
considered are the economic aspects of the damage, its secondary economic
effects, .and the comparative cost-effectiveness ratios among alternative

methods of responding to the probiems that would be

:Table

presented.

guestions in each of

“funds available, but with general responsibility for coordinating all re-

_and 1its coordinating committee activities to enco

_ well as from HEW, USDA, and the Departments of Labbr and Interior).

isbprovidés‘an expanded list of research
these categories with some suggestions for alternative methods of appvoach
and rough judgments on relative likelihood of success. ’ ) Q

"I ‘ ‘ - - i

Before discussing these quéstions in detail, it 1s useful to indicate
where such research has been carried out in the past or might be in the
future. Active agencies have included DOD (OSD/I1&L, OCD, DDR&E, and the
individual services), BDSA, OEP, USDA, OET, and 0OG. OEP, with limited

search on, postattack’economic problems has been forced to rely on its
data bank, computers, and staff at NREC for much of its internal effort
age other work at asso-
ciﬁ¥§5w5;;5elegate ‘agencies. “Support has come fro
form of dats compilation for the data bank (primarily from the Bureau of
the Census, OBE, BDSA, and other parts of the Dgpartment of Commerce as
Spe-
cial studies related to the normal functions of the Departments of Com-
merce, Labor, Interior, Agriculture, and HEW havévbeen modified to be rel-

evant to postattack issues.

Although OEP's PARM modél was developed by the National Planning Asso-
ciation, OEP is developing the simpler STRENGTH mﬁdel (to be used for

|
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limited war analysis) in-house with sssistance from OBE in updating ihe
bisic input-output coefficients. . The recent re@rganization of OEP to

ccnsolidate much of its research staff in NDAC, bringing resource special-

ists and other economists in close contact with NREC (now an integral part
of NDAC), should facilitate such in-house research activity. The last
columns of Table 16 thus suggests where primary interest might be found
for the research question listed.x

Iention has been made of the pogsible necessity for abandoning whole
cities or urban complexes. Little thought has %een given to how this might
be done most efficiently or even to identifying the most feasible alterna-
tives. A few case studies could help gréatly in identifying the basic -
problems and developing a tentative approach to such problems. A full set

"of contingency plans would be out” ot ‘the question because of the vast num~

" .ber of possible alternstives. If a ‘few cases were carefully selected to

represent type situations, useful planning procedures or guides could be
“ developed.  These would at least provide more precise statements of infor=-
mational requirements than now possible.

The most sefious'shortages of prdductivé capacity could be identified
from damage assessment calculations. The facilities required to relieve
such shortages would have to be obtained initially by decontamination or
repair of the original plants if possible or by conversion of other plants.

Selection of the most favorable types of plants for conversion could be

" made in thz: preattack period, and some appraisal of the reguirements for

repair or conversion could be established. This has been done in part by
‘1ndustry groups in preparing (for PARM) relevant factors for estimating
‘material and labor requirements for such tasks; however, it would be use-
ful to have this done in some detail for specific conversion operations
applied to particular types of plants or other facilities.

Hardware Categoix

' Turning back to Table 18, it is clear that the hardware-type research

o

under the Countermeasure category could be extended to include similar dis-
persal, hardening, partial facility stockpiling, and lead time reduction
comparisons assocliated with other types of‘critical facilities. Dispersal
"and hardening are undoubtedly uneconomical except as related to new facil-
{ties; these countermeasures would require some'sort'of:subsidy to be at-
tractive to private investors in normal times. It is possihle that ap-
proaches to lead time reduction (for facility construction) could be found
that had peacetime profit opportunities associated with them (if only by
way of improvements in the state of the art) but some subsidies or other
inducements would probably be necessary to encourage such developments.
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- clated with some alternative use.

_;eral

Stockﬁiling any long lead time equipment or other integral parts of a
standby facility would be extremely expensive unless it could be asso-
Introduction of marginally effective
{(e.g., less than optimal size) facilities in connection with defense,
public power, or other federal industrial operations might prove to be
the least costly method of buying some measure of readiness in critical

industrial sectors. Multiple purpose or readily convertible facilities
might present attractive opportunities.

Economic Category

Most of the Economic category of questions could be approached in a

" fixed sequence of phases: (1) qualitatively in the mode of formal eco-

nomic analysis, (2) by simulation or similar guasi-econometric models, or
{3) by more realistic models or simulations using past tiwme series with

~plausible adjvr toents to reflect probable postattack circumstances. Such
research could produce valuable by-products in the form of models applic-

able to the analysis of peacetime economic problems such as economic de-

velopment for depressed areas or emerging countries, inflation and busi-

ness cycie control, taxing. policy,mobilizaticn for limited war, and
national fiscal policy. By-products of research pushed through Phase 3
would include the effects of advances in statistical data collection on

'the u.s. ~economy.

Systems

’ Thé'Systems category questions can also be approached to vsrious de-
grees of depth by (1) qualitative or theoretical analysis, (2) case stud-
ies, (3) simulations based on assumed typical data for sensitivity analysis,
or (4) more realistic simulations or analytical models based on best avail=
able estimates of characteristic data. Such research could also produce a

‘hetter understanding of the networks that would be useful in cases of nat-
" ural disasters or overloadings caused by mobilization and would apply to

the informstional and organizational interactions for government in gen—
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i fs——management , the one cl

vv‘proﬁide some insurance |against the most critical hazards.

.\‘JTI POSSIBLE PREATTACK ACTION

Introduction

Previous chapters
covery managemert and

‘ mfghiubéffékén‘iﬁmihe
preattack actions are
aitack situation that
wise facilitate solvin
sible measures relate

have discussed gaps in planning for postattack re-
in research and have indicated some actions that . .
reattgék period to improve this situation. Other
onceivable that mirht have an effect on the post-
;ould make it easier to cope with or might other-
management problems. Although some of the pos-—
ore to damage limita“‘*on than to postattack
arly has relevance fur the other. Included among
would be a more sophisticated stockpile program
uch as trucks powered with something besides diesel
ed plants, such as relatively inefficient bu: low
lants. A number of such possibilities are dis-

luated. The intent is to illustrate a type of ac-
little attention. ‘

things to be considere
related to equipment,
fuel, or even specialjg
cost gasoline topping
cussed here but not ev
tion that hzs received

Some of these pos
tion of critical facil
because of the high co
of such possibilities
briefly treated. 1If t
clearly understood and

ibilitieé, such as hardening,dispersal, and duplica-

ties, have been considered apd largely abandoned

t of implementation. Cost-effectiveness analysis

n comparison with ac‘'ive defense has been only ‘

¢ nature of the postattack management problem were

the most critical problems adeguately identliiéd, \

the possible countermeasures to these might include possible preattack

actions with adequate Benefit/cost ratios when pursued just far enough to
: These would in-

"elude responses to the [possibility of concentrated attacks against vital

sectors, such as gasoline refineries, vegetable oil refineries, or impor-

"tant nodes in the maj transportation, communication, or electric power
networks. . : ’ ) ‘ :

Alternative Actions

Questions of dis
primarily with respect
centers, and headquart
A few private attempts

rsal or hardening of facilities have been raised
to government agency headgquarters, communications
rs offices of corporations or important divisions.
at utderground qonstruction have resulted from
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" ————-——-~-minimal disturbance of the free enterprise system.

" earlier enthusiasm sbout civil defense (e.g;, an‘undérground dairy opera-
tion) but 1ittle attention has been devoted to serious hardening of facil=--
ities noted as critical or strategic. Dispersal of an activity to a num-
ber of different SMSAs provides some insurance against loss firom light
attacks but little safety in case of a major attack against all SMSAs.
‘Dispersal to rural areas immediately increase the cost of operations,

all transport ‘and service ‘advantages 6f an industrial complex ‘Lesser
- degrees of protection (e.g., fallout shelters, antiblast revetments, solid
‘wall construction) are not practical for refineries and may not be much
help for any plants or .acilities that are sufficiently critical to be

’ B targeted individually..

The time required to construct a new retinevy is 18" months to two*“w-w~—~ o
B years, and the time for almost any plant is more than one year. 1If it is S .
" ‘accepted that standby facilities are prohibitively costly and that locat-
ing facilities underground or in remote areas is not economically feasible,
consideration could be given to actions that might permit significant re-
duction in the time required to prepare new facilities to replace capacity
th#t would be lost in an attack. These might consist of construction of

long lead time portions of a refinery or other facility or partial con-
struction of low efficiency substitute capacity, e.g., pefroieum topping

riplants. No striking suggestions for economical approachés to such prob-
lems have been made as yef, but little work has been done on estimating
the costs of zlternative approaches within the present state of the art.
“Such studies might indicate feasible compromizes between standby capabil*
‘ities and long waiting periods necessary without prior preparation.

_‘ Such hardware developments and any related feasibility studies are
outside the scope of the present discussion. Any progress on such methods
of improving readiness or other ways of preserving national mobility would
greatly reduce the problems of recovery management and the associated in-

. formation requirements. I1f transportation were not a critical problem,
- even 3 heavy damage situation would respond to conventional controls with

'Present plahs and organizational arrangements are rather general.
Uncertainties related to the postattack environment, as previously indi-
cated, make it unwise to attempt further to specify postattack organiza-

tions and decision-making procedures. Although firm arrangements are not
desirable, cuntingency plans could be useful. Whéther or not any such
plans were adopted in the postattack perilod, the preparation of such plans
would force a classification of postattack environments to some orderly
structure that could be associated with planning and organizational alter-~
This would at least ensure that the management organization

natives.
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developed 1n the postattack period could be compared vith preattack rec-

ognition of vital issues and that some of the advant gcs and disadvantages
of the structure adopted had received prior considerat. 4. 'This is a type
of study that reasonably falls under OEP’s responsibili‘ies. T

RS~

Past work has been conducted under assumptions that reflect current
assignments of responsibilities and political arrangements. This is a
‘realistic approach to developing any plan likely to gain acceptance and
be capable of being-pilot-tested on paper-and-in-training-exercisess

s S A e A s AN s 27 o s
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Se =
lective consideration of ways of adapting the general plan to alternative

circumstances would still be desirable, however, and to date such consider- ;
htion_has not been given much priority. -Chapter XIII discusses, in a very

preliminary way, some of the adaptations that could prove necessary. A ’
more complete and systematic anélysis of such possibilities could be con-
6ucted“1nd“tésxedW€xpériméﬁf§11yT"‘*””““'”*"”“”“f“““'““"“‘““*““““"“'“”““‘

{
|

Two important gaps in existing'plans deserve special comment. These . ;
relate to consideration of the probable role of centralized corporate msn- !
"agement on the one hand and that of state and local govérnments on the
other. ' It has been suggested throughout this report that corporate head- : )
quarters might be reiatively‘lneffective in early pnstattack decision- ) ;

making.and that local governﬁents might be pressed into unusual responsi-
bilities.

These suggestions require further examination, and if they are
found to represent likely courses of evolutinn, they would deserve the
analysis necessary tuv prepare proper organizational responses.

sibilities are no: reflected in current plans.
o "

-

Such pos-

_Existiog maverial stockpiles are reasonably wéll~adjusted to budget
realities. Stockpiling information has often been mentioned in the con- '
- -~ text of specific issues (e.g., engineering drawings and other technolog=
c ‘ ical data) but littlec has been done. A modest attempt ¢
sible informational requirements and an effort to colleg and disseminate C
such data to places of potential need would be quite in '

pensive and would : '
- constitute a possible investment of preattack funds for| B large payout in
i , : . improved readiness. ‘ '

identify pos= : !

3
1

- - N . 4
~Research Tollowed as appropriate by somc degree of | implement

‘should be included within preattack action. Many of the research findings
that could ccnceivably emerge from the topics listed in Table 16 would

merely contribute to a better insight into postattack problems and pos-
sible countermeasures,

The implementation aprropriate in such cases would
include incorporation of such findings into training programs; preparation.

of manuals for guidance of selected types of postattack decision-makers;
recognition of facts established in developing contingency plans, organ-
izstional structures, or information systems to support them; and the in-
clusion of factual data in central and disperscd data banks.
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" The data bank at NREC contains data primérily on productive capacity
" ¢in the form of value added from manufacturing); the location of major
. facilities with indications of their individual size, output, or service,
characteristics; and demcnd vectors associated with preattack or antici-
pated postattack requirements. These include minimal  per capita consumer
. demand, secondary demand imputed from input-output coefficients, and re-
quirements for capacity augmentation through decontamination, repair, con-
AAAAAAA version, or reconstruction of facilities. Regional price data or at least
Hw~fff§;fégﬁihdéxégmébiérfngméll’1temS"t0‘bé—1nc1uded~under~the”price,1reezexwﬁé‘_
~.(at‘present'all prices are included for uniformity, but price adjustments
‘would presumably be allowed for some.items after federal assumption of
price regulation, and free prices could be permitted for others) should
- be noted and kept up to date. The pricing models that could be generated
. under the research program could also be exercised to provide a quantita- . !
tive basis for -granting price adjustments and for cost projections. . ... B |
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"under likely postattack conditions could be used in the preattack period
to prepare standby tax legislation on a contingency basis. Such research
©~ should attempt to anticipate some of the psychological effects of alterna-
" tive sequences of tax announcements. Some announcements of tax policy, : .§
loss sharing concepts, and fiscal policy could possibiy be more effective
end more conducive to high morale if made in the preattack period. ‘

The research on incidence and deflationary effects of various taxes _ o g'
. i
{
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. petitive prior experience invariably require considerable adaptat on
. fit the exact circumstances of each new case..

'Bxisting Plahs and Their Relationship to Future ﬂeods L

XIII PROBABLE POSTATTACK‘MANAGEMENT DEVELOPMENT

General

A complete plan for postattack management, based on present knowl- ~

»edge of possible postattack situations and problems, would undoubtedly '

prove extremely naive. Plans for more familiar emergencies based on re-

on to
The existence of a plan

capable of necessary adaptation is nevertheless of great advantage. 1In

the case of planning for postattack recovery management, so many political
economic, and sucial anomalies could arise that a flexible skeleton plan
is more likely to be useful than one with overly rigid commitments to
detailed specification of selection among alternative actions. Viewed in
this light, present plans for ODR, OES, OET, and associzted agencies and

.the state agencies assembled under the Comprehensive Plan seem to be very

well thought out and generally applicable.

>Some'of the gaps in ‘planning, ﬁreparatory research, and implemented
readiness preparations already noted will gradually be filled in;

. some
will remain.

These facts make it inevitable that management of recovery
efforts would develob in unexpected ways. Any prediction of the nature

of this evolution must necessarily be extremely conjectural and is likely
to be inierror,as would be the detailed concepts of an overly ambitious
plan. .8Someée conjecture about the probable direction of further develop-
ments and the pressures that might be possible can be useful for further
delineating the degree to which it may be desirable to plan in the pre-
attack period and to provide reassurance to those who would be responsible
for guiding this evolution throughout the postattack period.
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Existing organizational plans have been concerned primarily with:
the federal level and only rather tentatively with the state level; the
central functions of the government and only slightly with consideration

of field staffs; and materials supply management and only slightly with

the management of investment in new facilities. Serious consideration of
possible expansion of the roles of state and local governments must await
the completion of a first round of stat¢ plang, if for no other reason

than to identify and establish appropriatc agencies as targets for mission
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Qcc_;;iense production. Extension of this _interest to all major new facil‘ty

'~ assignment. The fact that these would vary from state to state creates
a problem.for detailed pridr organizational planning. The lack of any

: CEP tield staff except that at the regional offices (totaling less than

.. one person per state) has removed any strong possibility of or incentive

~.-to planning for some widely dispersed organization such as would be de-

“isirable for federal control of recovery management efforts inilocal areas.
"The interjection of the government in facility inv stment decisions

‘._has historically been confined to facilities for its owz use or for de-

acquisitions such as discussed in preceding chapters &buld raise many
kpolitical questions and would be acceptable only in an actual emergency.
- In World War II and in the Korean conflict, material-shortages and tax
- incentives tended to restrict expansions to war-~supporting industries. 1In
f ‘managing recovery wisely, a much wider range of investments would be nec-
- essary and only a central planning agency would be in a position to rank
; those proposed or to identify and publicize any need for others that were
---not generally recognized or suggested. The possible role of the federal
"~’government in review of éxpansion plans and in initiating projects would
’fnot be clarified fully until well ‘in the postattack period. Some prepara-
lmtion for such a role and some prelimin~ry planning appears to be likely i ?
‘:and desirable. : 4

) The type of recovery ‘management organization needed would depend on ST
’;'5*the saverity and nature of the attack and the resulting economic environ- '
. - ment. This fact alone.justifies a conservative approach that would resist
ifany attempt to overelaborate organizational plans in the preattack period. o
“The actual organization that would exist at the end of the attack could \‘ {
- thus be expected to change by design and by moves to correct or compensate ‘
for de!iciencies The many agencies with overlapping roles characterizing
. the evolution that occurred in World War II is not desirable but might be
. in part inevitable. A preview of alternative possibilities might eliminate
- much of the disorderly prdlireration of agencies that cquldpotherwise occur,
~-but- the ultimate history of the postattack period would also depend greatly
. on the organizational and political philosophy of those in political con- - j
< trol. oo S o :

N
1

““'The degree ‘of control-that would be acceptabdble - to the general public,_ﬂ,“nﬁ,ﬁ__; B
“and feasible from the standpoint of political authorities would incresse
‘with the level of damage and with loss of mobility. Except in the case of
'r,a continuing or intermittent attack, the damage would presumably be estab-
lished in the first two or three days. Failure to appraise the extent of
'~ damage correctly or to allow for secondary consequences could require
changing the organizational structure and control procedures during the
first few months of the postattack period. Significant changes after that
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time would refiec:ibad or vacillating leadership or the vafiable fortunes

of a power struggle. The period of organizational evolution that could be
expected would be rather short.

e T T R b WA s -

"If the current organizational plans and control philosophy were in

effect at the time of the attack and little had been done to facilitate

i ) a change, pre-positioned instructions and directives would establish the
general freeze order and call into effect ODR and the various state plans.
Local boards would be called up and would deal with immediate problems

- primarily announcing the price and rent freezes (labor field services
would announce the wage frecze), retail oitléts would he closed while in-
ventories were recorded, and rationing evidences would be issued. Normal

relief organizations such as the Red Cross, state disaster offices, and
OCD would all function according to plan.

e T A

ODR would start its expansion
and begin to disseminate attack damage information, to analyze the apparent

4
situation, and to make supply-requirements calculations.m‘ o .

During the first week after"emergence from Shelter, iocal units would {
establish a rationing and distribution plan covering all essential items. ) :
‘kation quantities would be set so that surviving stocks supplemented by : .
surviving > nduction would last a reasonable period, say several months
i ) ‘ or until new capacity could reasonably be expected.

i
Banks would extend !
credit to operating plants, if necessary, to meet payrolls and to pay for ' '

; ' materials. Work forces associated with plants normally engaged in non- ]

essential production would either be diverted to other industries or would

o L \\ start on plant conversion. Decisions to convert could only be made by

plant mansgements but could be forced on management by limitation orders
and by shutting off any flow of materials needed for nonessential produc-

tion. The iimitation orders and the interruption of material flows would

come from BDSA after coordination by ODR. Many other conversions should

~be initiated to expedite increase of capacity for important producfs. ;

Decisions about such products would probably take weeks to adjudicate

e . .....or process and implement if they were made centrally on an industry-wide

Z‘ ‘ 1; : ‘" basis. Some of the decisions should be made on the basis of specific cir-

; cumstances relating to the environment of the particular location. Either

" the field organization of ODR would have to be empowered to take action T |
or alternative agencies would i1l the gap--probably _state or local groups.._ ...}

g "“Undoubtedly, both ODR field personnel and local units would be involved

: but hopefully one would have authority and responsibility and the other

i , would have an advisory status or would serve as a communications link

v any case, some clarification of the division of authority among federal

state, and local representatives would be required.

line of demarcation is that suggested in Chapters I7,

St e e B S OB 1

I n B e
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The most probable

111, and 1V, with
operating and local questions resolved locally, interarca-intrastate ques=-
tions resolved at state level,

action to the federal level.

i ST

end interstate questions referred for final
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N .At the federaIAlevel, a similar pressure for'chahgé could arise. The
" resource-claimancy polarity that has worked well enough for allocation of

critical materials (in past emergencies) could result in a time consuming

process if extended to review of facility plans. However, investmant de-
“cisions or policies and regulations affecting investments by private cor="
'wporations and individuals would be the most important actions of ODR and
7 .the delegate agencies. - The critical issues are not the careful allocation
.~ of construction materials and effort but the lapsed time to startup of new
productive capacity. Thus, what is really to be allocated are alternative

~economies if lapsed” timeT Time lostin the-decisicn- ‘process could- not--be -

b‘_tolerated and no government could withstand the criticism that would de-
= velop on evidence of bureaucratic procrastination. Decisions would be

made quickly, and to make them quickly and' rationsally, a’very'integrsted
review organization ‘would be required. The traditional jurisdictions of
delegate agencies, 1nc1ud1ng departments and old line bureaus might have

to be subordinated to a very strong central ‘ggency.

I_Thus,'the major probable changes would be strengthenihg'the‘centfal h

federal control agency and strengthoning and integrating local authority.

The course of this evolution would be less disturbing if preattack planning
"had anticipated the eventuality and laid the groundwork for smooth response

to postattack pressures._
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