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PROBLEMS OF THE SMALLER WAR PLANTS
- IN INDUSTRIAL MOBILIZATION
23 MARCH 1946.

CAPTAIN HENNING:

During the war I do not know of anything outside of the great
battles that figured more prominently in the headlines than the words,
"amaller wa:r plants". Deep in the mores of the American people is the
tendency to soring to arms, or to the plaiform, or the press in any
manner whizh connotes amzllness or the underdog.

The question .of smaller war plants lent itself to political rami-
fications. However, whatever our views or the question of smaller war
plants may be, the smaliér plant is going to te a factor, both from the
psychological and from the very practical side, in an industrial
mobilization.

Mr. Bonnot, I suppose, is a typical smaller war plants man, He is
president of the Bonnot Company, which manufactures machinery for steel,
chemical, mineral and ceramic industries., While a smaller plant, it
is a very successful plant. \ : o

£
However, besides that background Mr. Bonnot combines a wide in-
_terest in public affairs. He 1s a membeyr of the National Defense Com-
mittee of the U. S, Chamber of Commerce. EFEarly in the war he came as
a consultant to the Contract Distribution Service of the War Production
Board and was later with the Smaller War Plants Corporation.

I know of fo one who is better qualified to speak on the problems
of the smaller war plants in industrial mobllizatlon than Mr. Bonnot.
Gentlemen, Mr. Bonnot. _ : i

MR. BONNOT:

General Armstrong, Captain Henning and gentlemen of the Armed Serv-
ices: That was a rather heavy commitment, Captain, There probably are
hundreds of people in the country better qualified to speak on this in-
triguing subject of emaller war plants than I am. However, when you
tagged me to try my hand at it I did not feel I dared refuse. .As you '
sald, it is a subject that is full of political implications, emotional
implicationg, and press values. But, over and beyond all that, there
are some so0lid industrial values that all too often are considered
lightly because of these other aspects which surround tue subject,

CURRENT BEWILDERMENT-~As I came from my train this merning and
listened to the radio in the taxicab, I wondered whether we wers meeting
in a time of genuine peace to review the elements of war, or whether we
wvere meeting in some very brief and challenging interlude. Over the air
came word that we have a diplomatic deadlock In the U.N.O., that a-
special meeting of the British Cabinet had been called this morning;
that Mr. Byrnes is in constant touch with the White House by telephone.

'
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So ran the news. All .of this in a day when we had hoped we could be
pleasantly planning our return to a, peacetime normalcy.

The teaxi driver, a very plain sort of fellow, picked up his bit of
- philosophy out of the air waves. He scid,

“This is a helluva world, I hope we have no more wars, .
but it looks awfully bad to me. And all these strikes, he said,
are getting us nowhere. Just because you get a little extra
money by reason of a strike doesn't mean you're ahead any.

"This hat I have on is a EKnox that used to cost me five
bucks, now costs me $7.50. Suits have all gone up $8.C0;
underwear has doubled; God knows what hasn't--but real
wages haven' t No, I don't think we're getting anywhere" .

There was a little taxi driver, not a very inspiring-locking chap,
but he had picked up out of this whole muddle some sound, fundemental
economice in terms of Where are we going?

. THE INDUSTRIAL COLLEGE PROGRAM--So, here we are. -We are trying to
find out whet has happened in the past few war years; what lessons we
may learn, how we may utilize this experience in our planning.

While reading recently I found certain comments made in connection
with the formation of the postwar Army and Navy Industrial College. iI.
rather liked the expression of Under Secretary of War henneth Royall,
in which he - aaid : y

Thoughtful analysis and evaluaoion of experxence, both
-military and civilian, in industrial mobilization and demobi-
llzation and In the procurement and; production ins World War II
‘are how the order of the day.” :

Then I think it was Admiral Nimitz who said,

"Students of the Army and Navy Industrial College have
‘not only to learn what has been done in the past but to. *
devise new and dynamic plans for the future

General Eisenhower said,

"You men cannot be setisfied that because we have had
X number of procurement services Withln the Army that that
number 1t always going to be correct.’

I thought those statements rather clearly-set the background‘fcr
what 1s going on here. From them as guideposts I tried to draw some
valid comments from my own experience pertinent to the subject assigned
to me ., .



SECURITY RISKS--To some of us plain citizens back in the countryside
there comes at this moment some degree of bewilderment when we realize
‘that our national security must be measured in terms of electronic
artillery, guided missiles, long-range rockets, atomic bombs, airborn
disease, biological warfare; when a few pounds of material pack as much
destructive punch as entire shiploads or trainloads did at the time
prior to the last war or even toward the end of it. Then truly we must
all become alerted to an entirely different basis from what served us
in the past. . '

If I may digress for Just a moment and offer a comment on the sub-
Ject of atomic bombs. We in the smaller war plants also try to do a
little reading as we go along. We must read over a fairly broad field
because you see, we do not have a vice-president for reading, and a
vice-president for entertainment, a vice-president for transportation
services, and so on.

I was reading a very prominent American business magazine Just a
few weeks ago. That bit of reading, incidentally, occurred Just about
10 days after I had participated in a meeting here in Washington--some
gentlemen now here were present--in which General Groves recited to us
some of his worries related to the Manhattan ProJect. Among them he
emphasized the disintegration of the technical staff and the scattering
of key personnel. Coupled therewith he admitted the lack of adequate:
sanctions or discipline by this Government over the disclosures by
scientists of the things they learned in connesction with that project.
He said it is virtually and alarmingly true that there are no sanctions
or penalties that can be employed to prevent or punish disclosure of
esgential information by nonmilitary personnel.

Now I know 1t has been stated time and again that no one man or
small group of .men could define or disclose the whole project. That 1is
not entirely convincing to me. It presumes that the scientists of other
nations lack all of the important links. But if we give them credit

‘for the alertness we all believe they possess, then how are we to be
sure which are the missing links? Or, which links (known to us), if
disclosed, would complete thelr researches and speed their utilization.
After hearing General Groves, I read this in the magazine referred to:

"In the opinion of the editory of_ __ ——_ 8cien-
tists and engineers, as a group, represent our hope that
civilization, humanity even, can withstand the atomic blast.
He wants the politicians, diplomats and militarists, and
80 on, to devise. some means of free interchange of the
truth about atomic energy. His plan is to have these men
meet internationally and open the proceedings by swearing
to a new Hippocratic oath, for which he proposes the following:

"As a trained scientist or engineer I acknowledge my
profound belief that the laws of Nature operate for all mankind,
irrespective of nationality, creed, or color. I am therefore,
in duty bound, to share my searclies and discoveries in atomic
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energy freely;with all othors'by word of mouth, wriiings, pub-
lications, visitations; that his-paramount duty to manklnd
- transcends any lesservloyalty whatsoever. - lwz_!'

This was the propoeal of the editor of one leading technical publl-
cation, quoted and endorsed by the editor of an associate publicatlon.,
The endorser statess. : :

"Every plan for international control of the atomic bomb

mist come to grips with the problem of persuading the various

. nations to. surrender . thelr own nation or sovereignty to a new

~.world. government I think most of us agree that science is
and.mst continue to be international,.and that the true mis- -

_.sion of the engineering profession:lies in.ite service to the - = -
public good Therefore, we need not wait for an international
meeting to begin to practice the basic principles of such an
oath, Indoctrination could well-be:started in.our engineering
colleges and, by proper education, become a’ part of our daily -
life.” : , . :

That startling proposal,is challenging to a layman out in the coun- . -
tryside, .When a magazine, published by the largest business publishing
house in- America, carries on. its editorial pege a proposed oath of that
kind and endorses so unequivocally a proposal that loyaliy to science
transcends every~othe¢ loyalty, then I say to you, Why are we here?

If 1t has .coms. to the p01nt where we, who. like -to see America sur-.
vive, are willing to send ‘the. opposing teams. in advance of a contest a
full catalog of our signals, and a timetable on our plays, then we might

as well disregard the objectives of the Army Industrial College and ig-
nominously.fold up. : : : .
' Bersonally, I do not know what can be: done about pronosals like that.
I sent .the .oath. to one. of the Senators: who is actlvely concerned with: the
atonic bomb and .agked him for his comments. - He said, "I hope our: scien-
tists. won't do anything like that," -v,~,e« St

' I’pfofoundly hope he is right!

SMALL BUSINESS THEME IS. QLD--Getting a llttle cloger to my assigned
theme, we find, that an interest in small business is not a new one in
this world of.. ours. Ag far back as the fourth century, B.C., a smart old
fellow named Aristotle, expounded his views on the advantages of a large
middle class and the danger of dominance by either a large top class or a

bottom class of the citizenry. .He advocated a large middle class with
full self-development of the intermediate classes of business and soclety.

In our own country, in recent years, thers has been tremendous activ-
ity in behalf of small plants and small business. From 1933 to 194k over
4,000 bills were introduced into Congress on the subject of small business.
Naturally, they did not all pass, I -think some 26 or 28 of them d1d, and
some of them are not too sound. '
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BIG VERSUS LITTLE BUSINESS IN WAR--At this point, may I say that I
am not one of these small manufacturers who belleves that big business is
all bad, all wicked, all vicious. Nor am I one who believes small manu-
facturers have been unduly kicked around or abused. I think they have,
a8 a class, a high degree of virility, a full justification for existence
and & stamina that will see them thru if they deserve. to survive.

" But I must also say to you that over the last six years a consider-
able amount of starch and steam and staminae have been taken out of them
becsuse they have had some very abnormal difficulties to face,

TIMETABLE EARLY IN WAR--Msy we give you something of the timsteble of
events affecting industry early in the war. We will then have a fuller
background for our discusslon. ’

On b4 January 1939 President RooseVelt urged preparedness and changed
the Neutrality Act,

On 16 September 1940 he signed the Conscription Bill.

On 20 December 1940 Mr. Knudsen, Mr. Hillman, Mr, Stimson and Mr. Knox
organized the Office of Production Management,

. On 29 December of that same year President Roosevelt cailed for all-
out aid to Britain and an acceleration of our Defense Progrem. :

Of courze in 1941 things really began to happe:r. On 6 January Pres-
ident Roosewe't asked for all-ocut aid to the de“uo,Acles.

On 7 Janua ry the Pregident gave Jjoint powssz o nudgen and Hillman
over the Office of Production Management and estall:shsd Divielons of
Production, Purchase and Priorities, all of which had great significance
to small plavts. .

On %3 .Jaruary the Defense Commission requestsd wachine tool builders
not to deliver tools after the first of March uvnl:sss customers had a
priority rating. ‘

On 24 February O.P.M. invoked mandatory 1ndustry-wide priorities on
machine tools and aluminum, oL

On 17 April price ceilings were set for steel products.

On the second day of May the Pre31dent demanded a eh-hour day, 7-day
.week for machines in the defense effort.

Then on 27 May 1941 the President proclaimed an "wnlimited emergency"
in a nationwide broadcast.

LOCAL PLANTS PRCGRAM--While we were still not very far into the war

cycle uniortunately much had already happened to upset the small plants.'
It s0 happenedvbeck_in.our city of Canton, Ohlo, in l939uand early in‘l9h0
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‘we began- to concern ourselves aoherly‘with what seemed to lie ahead Ve
saw the situation continually narrowing on the. civilian front and expanding
on the war side. : o _— .

As vwe came into 19h0 we gpt busy about 1t and got a group of small
companies together and seid, "What shall we do?2" Well, we realized that we
., had, first of all, to identify ourselves industrially to the people who

would probably use us. So we called in outside engineers to conduct im-
partial and obJjective surveys, make the necessary facilities and manpower
tabulations and compile the capacity date individually and collectively
of all these smaller local plants. That was toward the middle of the
summer of 1940, . , ‘ ,

About that time a group of production engineers from some of the
larger companies. Joined in the study of the situation and said, '"We want
to help too, If we can provide any special guidance, due to our produc-
tion experience, we shall be happy to do so".

The plants associated in the group probably had employees ranging
from 10 to 400 men. Rather early it became obvious to all of us that at
that stage the procurement agencies, understandably enough, were not ready
for small plants on direct contracts. - It also becsme rather plain to us
in the Canton area, I presume to manufacturers everywhere else, that small
plants--I an speaking now particularly of the metel-working plants--were
not well qualified in most instances to take on prime contracts. '

We therefore concluded that it was wiser for us to guide our thinking
and plans in the direction of subcontracting activities in whatsoever =
tiers (spelling t-i-e-r-s) although, we hed the other kind too. So we
concsntrated our studies on that. angle. -

METHOD OF NOBILIZATION NEGLECTED-—In that period,’ from the middle of
1940 until well into 1942, it was an extremely difficult thing for the
. smaller plants of the country to get much of a hearing on the subject of
how they could serve. They felt something like the man caught in a wind
tunnel with sand and feathers blowing in his face. They were in the
vhirl of wer but they were not getting any place and they Just could not*
find their way.

4 So finally we got busy and prepared a little program out in the
Centon area, which we thought was pertinent to the general situation at
that staege. You will all recall that in 1940 there was no agency of a
civilian character operating outside of Washington for the purpose of
mobilizing smaller plants. It was really only toward the end of 1940

that the then O.P.M. got busy thinklng about the smaller plant mobilization.

Some of us became seriously concerned. - Why was it that approximately

50 percent of America's manufacturing cepacity as represented by plants
employing less then 250 people, epproximately 48 percent of the total
dollar sales and approximately. h7 percent of the payrolls prewar did not
-geem 1o -have been reckoned with in the planning for the war program? We
could find very little evidence that this segment of America had been
rated as a part of industry. It was the orphaned segument, but not supine
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however. The most limited amount of attention was given this problém and
the plants involved were not consulted.

Let me state as forcefully as I can that this business of planning

for such a large segment of American industry instead of planning with

it was, in my own humble Jjudgment, the underlying cause of much of the

trouble, much of the scrambling, much of the ballyhoo and hullabaloo that

ensued later, Had there been in the early stages of war planning not only

three big groups represented (and appropriately represented)--namely, the

Military, the Government, and Big industry -- but had there alsc been rep-

regentative people trying to think in terms of the large group with capace-
1ty that was not included in big industry, there would have been infinitely

less trouble getting smaller plants aboard in en orderly fashion as the

production job moved along.

I wrote a letter in 1940, in the name of the National Defense Com-
mittee of our city, to the Office of Wer Information. I rather prize the
answer. I submitted the simple question:

"Will you name for us any individual connected with the
Washington agencies having to do with mobilization for war,
who, in civilian life, has bsen engeged as a private owner,
operator, or executive of a metal-working plant employing less
than 250 people?”

Now I thought the letter would be tossed aside as impudent. I was
not sure Just why 1t was answered, but 1t was answered by the head of the
Office of War Information. He said in substance:

"We have carefully checked the records and exhaustive
study reveals that there is no one of that description in
Washington."

Well, I suppose it was not too important to some people, but it did
confirm what we had suspected, nemely, that thore was no sign of repre-
sentation of smaller plants in the planning groups or in the mobilizing
agencies charged with bringlng into production our totael manufacturing
capacity.

PROPOSED SUBCONTRACTING PLAN:--So, out in Canton we preparsd what
we thought might be a valid program and submitted it, in December 1940,
to quite a few agencies, It was designed for mobilizing secondary plants
for subcontracting. We went specifically to that issue, believing it was
the one way in which such plants would play their most important role.
With your permission, I might read Just a little from that proposal because
I had conslderdable to do with its preparation.

Let us recall that in the fall of 1940, while the Military agencies
wers beginning to spread across the country the civilian war agencies
were still concentrated exclusively in Washington. The obJectives sought
by the Government and business as we saw them were: N

-7‘9




‘ "(a) To.utillze to the maximum efficiency existing
man and machine capacity- througoout ‘the - country, irre-
spective of company size; Gl

(b) To utillze mAn and machine power on the partlcular
. classes of work for which t%ey are. best adapted ;.

. {e) To minimize time and effort required to attaln
,effective and satisfactory output on each Job or part

(a) To sift out quickly and tag for special Han-

»dling those ‘items, parts, or classes of war work for '
.wbich~existing’faoilities and manpower are definitely
‘Inadequate or unavailable. Then to-accelerate on a
preferential basis such specialized facilities and

-« manpeover. ..To avold competition between the expan81on
needs of. existing plants and the gpecial needs, thus
segregated To delay expansion of standard facilities
until existing plants are fully utilized ard until
specialized needs are cared for,

(e) To avoid the unsettling of labor result ing from
Waover-concentratlon in large plants at the expense of others
To utilize manpower where presently: employed, 1nsofar as‘
possible, and thus maintain better stabillzation throughout
industry and minimize housing, transportation, and other

- social problems.” I S

. .
N
Ty e .

Now 1t happened ‘that only a- fractlon of the facillties and manpoWer
of secondary plantg were listed or classified by ‘government procurement
agencieg. With-all aiie respect ‘to -the very fine effort that had been
made by the military agencies in prewar years to: list, classlfy and rate
plants, that listing (perhaps by reason of budget and’ othér handlcaps)
- covered only a.small percentage of total plants or total capacity I
‘hope Ve are not An postwar going to be Iike, the traveling Scotchman who
was bothered with.heart trouble and therefore. decided’ to buy his ticket
only from.station to station for fear he would not use up a through
ticket. Thrift can be dverdone. I L
' .8o:I,sincerely hope, as we look back on that experience ‘dna- the
-weaknesses .of our- planning in- thoseé 'ddys, we shall hereafter . gsomehow find
" enough manpower, money and’ fore51gat t0:meet more completely our true needs
in the early but wmportant stages of our’ plannlng. -
“Phis Canton proposal.went on to eaJ: o - 'jf

"A substantial” part of the productlve capaolty of the
country is-among such unlisted or unclassified plants.” By ‘
! reagon of - size, facilitles, and so forth, these. _sgcondary
-plants are not.adeqidtely qualified to serve as prime
contractors. on volume work or production of. entire unlts, o
though constituting an important potentlal. force or source ‘
in the role of subcontractors. The secondary plarts ‘or Tirms know
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this and will not, in most cases, see fit to:applyAfor épcn"
prime contracts, though both qualified and anxious to serve
as subcontractors." ‘

"Any attempt to carry completo data in usable form -
at Washington on smaller plants will be prohibitive in de-
tail and imposeible of effective. use. .

"These smaller concerns, now trying to serve, are
almost completely dependent upon random information, local
shopping, trade connections, or Jjob brokers, there ‘being
no organized setup, so far as we can determine, for putting
their resources at the disposal of the Government or at the
disposal of prime contractors who can best use their
capacity."

General Armstrong and perhaps some others may disagree with that,
but remember we said there was no organized channel; we were thinking
particularly of nonmilitary agencies because, after all, that was how the
people in small plants were expected and told to concentrate."'

"That prime contractors are likewise handicapped by lack’
of organized methods for working with and through such pro-
" spective subcontracting planta, being likewise compelled at
great expense to comb, shop, sift, and sort out such help in
a most tedious and time-consuming manner."

"Present subcontracting procedure toc frequently takes
+  Jobs to distant plants while local plants heving equal or
better facilities open could have been used had a clearing
house for needs and facilities been in operation.

On that point there have been some most interesting experiences, as
many of you know. There is the case of a man calling from one department
of a plant asking if an agency could find some emergency help for a cer-
tain operation, only to be told by an office a hundred miles away, "If
you'll see Plant X one block down your street, you'll find open facilities
there". That happened not once, but many many times all because fundamen-
tal coordination was not all 1t could or shouldl have been.

Another point in the Centon proposal was that "positive danger may
develop in a system wherein brokers carry anout drawings and date and seek
suppliers on diverse important parts or units wlth no apparent insurance
against misuse of such data. There was a time in that period when a manu-
facturer, coming into a government agency, had to go through infinite rig-
marole to identify himself and thue make sure the F.B.I. was not after him.
Throughout the same period, by some strange combination of circumstances,
coming into the menufacturers' offices were brokers, great numbers of them,
who were bringing and exhibiting plans of all kinds, marked "Restricted”
and “Confidential” without bothering to go through any cautlous routines.
It was something about which to be concerned
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Such brokerage in#olved fees and costs which possibly could and
should have been saved if a regional clearing house system had been avail-
able for subcontracting activities.

I would like to have the interest at one-half of one percent, on only
10 percent of.the money that was needlessly spent. by smell concerns and big
concerns through brokers an3d . Jobbers and that type of person trying to get
this war job done.. We felt that some system could be devised which would
make a great deal of that unnecessary.

This was another reason we proposed such a regional clearing house
system for subcontracting. Ites purpose was to assure stendardization of
procedure; to clothe the program with unified direction and maximim authors -
ity. Up to that.time everybody started on hls own home-front to get him-
gelf into the war effort, using his own resourcefulneése and his own. devices
to find the road. map and the office combinations and the procurement routes.

But with all America becoming steamed up by "the patriotic zeal that
vas stirring in all of us in those days and with each man<hunting his
own way and his own line of action, we ran into a heterogencous mixture
of methods that were not effective or workable. So we said, "clothe the
program with unified direction and maximum authority; meke necessary. ex-
pense. funds: quickly. available - becauee in, thoee days,. ‘what’ was, promoted.,
on: the local fronts and. ecross. the country generally.was individual inl-"
tiative and participation on & basis of local voluntary eTfort.” There ,f;
was no government program, no rulee, no routines, and no direction, -7

COORDINATED PROCUREMENT-zNext we. proposed to provide maximum defense
production with minimum time: loss. in work. placement Xo avoid‘conflict of
Interest and: procedure~between various procuremenx agencies of Army, Navy,
Maritime, Air Corps, etc. . ., -~ . . ..o L

How much more effective it.wonld.be if .the Service procurgment agencies
and the civildan war productlon agencies across the country, trying to
mobilize for ‘war, were to have parallel areas to mobilize, consolidated lo-
cations of offices, uniform contracting prooedures across the boards, elim-
ination, if you will, of competition for sources. Why not employ the
standards they would use if they were acting as general purchasing agent
for. Sears~Roebuck, A & P.stores, . Pennsylvania Railroad, General Electric,
or any other ‘big enterprise you choose: to name,. .

Such firms alec have to subdivide the purqhasing departments, but as
~they subdivide assignments you may be . sure they do not allow these men to
fight each other. They do not. force a proepeopive supplier plant e renre-
trying to answer their inquiries. While they are deparimentalized, they
still have unlity and coordination which slmplifies the whole program and
makes it infinitely more effective than if Operated on .an. uncoordinated '
basis. L . e :

w1thout going too: deeply into this phase may I submit that if the
Army Industrial College is thinking about. or planning for what might‘be 2
repetitlon of a maJor war Job, please, we beg you,in the name of the small .
. A B 1.0,-.5-.;,7; o
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plant, try to find some way more intimately to coordinate those hereto-
fore greatly diversified and scattered procurement activities,

In that connection back in 1940 we urged that O.P.M. or some other
proper government department instltute a procedure embodying the following
steps:

"Select some one of the several present plans of geo~-
~ graphical division of the country; for exemple, Army or
Navy procurement divisions, state boundaries, Reserve Bank
Districts, or other units, preferably not large.”

“"Consolidate and list at Washington, according to such
adopted geographical divisicns, the names of all prime con-
tractors now or hereafter serving any and all branches of
the defense departments, and British or other allies or
friendly powers."

"Designate, assign, or provide for each such geo-
graphicel division a centralized authority to act as a co-
ordinating regional clearing agency between the prime con-
tractors within such area and the prospective subcontrac-
tors 1n such erea."”

' ”Provide each such clearing agency with complete
essential data on prime contracts already awarded or
to be awarded from whatsoever division of the service
or other source such contracts originate,"

"Directly from Washington, instruct all such
prime contractors to file periodically, whether
it be monthly, semimonthly, or weekly, or more
often, with the regional clearing agency necessary
bagic date on which such prime contractor needs or
desires production aid. Such data should include
quantities, specifications, tolerances, materials,
and any other data or drawings essential for an
1ntelligent study thereof by the prospective sub-
contractors."”

"Authorize and instruct the regional clearing

agency to catalog and circularize regularly through

the area served by it a condensed summary of such

items listed by the prime contractors in the area

to such firms as can be deemed to be rightfully en-

titled to it. This summary need only refer to prime

contractors by number or other code designation to avoid
. the matter of people rushing in and bothering the day-

lights out of them,"

"Such code should indicate the plant location in a
broad degree at least, such as northeastern Ohio and
goutheastern Indiana, and so on, Such summaries should
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then be circulated throughout the other areas and regions and
districts on the items that could not be cleared within the
local district. With such a system existing, personnel in
the local communitigs and committees organized for defense
work, would see that this data became available for study

by local plants seeking it and they, in turn, will de able

to msasure up, by a proper cataloging of demand require-
ments, their own capacity to serve."

"The very heart of the program is this phase:"

“Local trained personnel, plant officers, teking the
initiative in searching out their best lines of action and
following up first, that work which they know they can
actually perform; and, secondly,when they can perform it,
Obviously, no outsider can maintain adequately current data
on what they can best do and when they can best do 1t."

Now, I am not sure whether our proposals did any good or not; but
fot long after that the 0.P,M. stimulated its small business activities,
by allowing a budget of not too many thousand dollars to Mr. Mehornay to
organize the bureau of small plants. Mr. Mehornay, with his limited per-
(sqnnel and limited budget, had to grab for a quick way to operate in the
'field, His first step was to seek field contact offices for small plants.
Of all places he had .to use the merble halls of the Federal Reserve Banks.
These "poor little guys" in their small plants, had to get out of their
overalls at 11 o'clock, drive for some hours, getting to the banke about
2:30 o'clock, too often finding the office closed. They had to do the
same thing time after time.’ SRS ' ‘

They were none toco happy aﬁout“the marbled halls setup. That is
not to be blamed on any one thing, but on a generally shortsighted policy
es to field rejuirements, organization, and timing.

AWAITING RESULTS--We soon began to.get quite curious as to how these
offices were going to function effectively. The ballyhoo became something
terrific in late 1940 and 1941l. These field offices were announced as
being all set and ready to serve small plants everywhere.. You would go to
these Reserve Bank offices only to find them understaffed, and under~
budgeted, and they had little or nothing small plants could talk about,
practically no work to offer them. The.hallyhoo preceded the performance
by & great msrgin. Such conditions-did not make for good will, because
the distances people traveled and the time they spert with gas retioning
and tire troubles all tangled up to meke a considerable management
headache. - ol i

REVIEW OF FIELD OFFICES-1941--So in the middle of 194l dut in owr
city of Canton we sald, "We are going to find out what goes on here".
Accordingly we wrote the Defense Coptract Service offices all over the
country to find out what catalog lists or definitions they could provide
~ of the work that was open in their areas. We had a lot of plants in

Canton that wanted to go to work, ’ :

)
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Finally, much to our delight, we found thet in one city, Chicago
where there was & high degree of coordination between Ordnance, and the
Nevy, and the Defense Contrect Service, they had gotten together in this
matter of defining Jobs and organizing data end distribduting informetion
to any plants that could possibly use it. Heading up the Ordnance activ-
ity at that time, with thirteen hundred people under his Juriadictlon, vas
none other than General Armstrong. I emphasize this because in Chicago
alone, gentlemen, at that stage was there any semblance of an organized
orderly plan for mobilizing secondary plants. Noting the Chicago leader-
ship, I ceme to wondering whether the effort there could have been Jjust
a typlcal Chicaego system? For, you recall perhaps in your youth, as in
mine, many of us got considsrable enlightenment cut of the impressive mail
order catalog from an institution located hundreds of miles away from the
place of reading it., Those people in Chicago had seemingly maede & spe<
clalty of defining in superd catalogs the thousands of items they had to
sell, They did not make the people from Maine and Washington and Texas
come to Chicago to look over their shelves. They took the information
to Maine and Texas and Washington and also spread branch stores in every
valid market. So the atmosphere in Chicago must be particularly con-
ductive to the clear cataloging of information and smert dissemination of
such data, .

Thisvéry‘worth-while system caught on very slowly countrywide. In
this survey in August of 1941l we asked the then 36 mein offices and
branches of the Defense Contract Service in the Federal Reserve Banks,
this simple question:

"At your earliest convenience will you please
mail in triplicate any bulletin, digest, catalog,
or list put out by your office, setting forth de~
fense needs or subcontracting requirements in the
area served by your office?”

We got a great assortment of replies. Five of the twenty-one who
reported of the thirty-six who were gueried issued bulletinam; differing
substantially in scope, composition and use. Many of the others put out
none, Some had intentions to do so. Some thought they would, A fraction
said it was permissible to put us on their mailing list, and they would,

A fraction said, they were not allowed to put us on the mailing list, and
they would not. There was absolutely no uniformity of policy or practice.
or plan although this was in August 1941, when for almost two years

emall plants had been going down hill.

SMALL PILANTS WERE SHRINKING--Small plants were losing ground for a
combination of reasons,.which were mostly beyond their control. The re-
strictions on civilian production and the mobilization for military serv-
ice combined very strongly to drive the workers from the small plants into
the rapidly expanding big war plants. The early contracts had the effect
of ballooning the big plants while deflating the little ones. = The men
Just hopped from little to big for a variety of obvious reasons. Wages
had moved up in the big war plants. The hours of work were extended
further increasing the take-home pay; and the degree of essentialilty and
Job security of course appeared to be higher. So in considerable numbers
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through that cycle men of all ages began'to drift to the bigger plants,
and the smaller plants struggled to survive.

This plant personnel problem s-coupled with the materials problem
as we moved into 1942 really had many. plants on the ropes. You can
appreciate why they wanted some coordinating service to show how they
could get aboard. At that gtage the agencies of the Government that _
were publicizéd as looking after those ‘problems had. not yet found a way
to coordinate on & systematic basis, “presented no valid: way for these ..
plant people to study requirements data, and hov-then to matca their o
open. cspepity with the requirements Thcse indlspensable routines werelff
entirely lacking too long. o . Do ‘ : C e et -

HASTY PLANS "THEN TRIED-—Ultimately muoh happened in. the matter of f "
orgenization on the '8ma3l° plant- f¥ont. . Mr. Mehornay was succeeded by
Mr.. Floyd Odlum, who with enlargéd authority headed an: enlarged div151on
called the Division of Cortract Dibtribution under the O.P.M. Mr, Cdlun
Awent inxo qulte an extensive organ1zation and promotion Job. - T

“ﬂ“ Those were the days of the defense trains, three of wnich toured o
the country making ‘8 great nunber of . stops and showing a lot of thlngs,'
to a 1ot of‘people The exhibit truck caravans were formed as were. thef~
bits and pieces éxhibits and consultations. - Much.of that was more in.. . |
reaponse to public and political pressures. than .because anyone was tood;j
convinced that It would do & job of fitting all .small. -plants into the .
war program In the future considerable study might- well be given to
wh1ch if any, of those méthods should be reemployed.. . .

.. Mr. Odlum stayed on about five months. Then Mr. Walter Wheeler took
over. He remalned about three months ‘and:Mr. Ballenborg  took. over.
About that tzme the Tav’ 603 ‘was promulgated LMes Hallenborg wert back
to his company. ‘Some of ‘us “had’ to- pinch-hit meanwhkile: <, Then Mr. .
Holland came in under law 603 as director of the Small- War Plants
Corporation. T

Mr. Holland pursued his convictions diligently’ Seemingly his.

engraver's background hurt his administr&tzon because ‘an ‘engraver -does
not have too lively a sénse "of time:! If'he “Ys ‘working on- -gomething
with diligence, neither hours nor days count too much. ~ Mr: -Holland
was:idetermined. to _create a more favorable atmosphere in dealing with
the: Military.u He used. many. weeks d01ng 80.  Meanwnile and investigating
committee. of Congress toured the country They reported a badly: dIS*;wj
- -organized condition. in the one hunitred and twenty-two field offlces -

set. up to serve thls cause Mr. Holland left o o e

General Johnson came over from the OrdnanCe Department and carried
on. Colonel and later General Johnson' stayed & few months and Mr... .-
- Maverick came in. Mr. Maverick stayed until a few weeks ago.. . The De-
partment of Commerce and the Surplus Propérty. Administration- have npw .
taken- over what was- left of the Smaller War Plants Corporation in com-
pliance thh an Admlnxstration order RS R

UL S .o o .
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- There was nothing wrong with either the purpose or the sincerity
of the individuals who successively headed up thege activities. The
thing that vas deadly wrong was that the whole program had not been
planned adequately ahead of a war either by Congress or by somebody
else and a plan carefully formulated that all were willing to continue.
An advance organization plan and budget plan were needed, both in keeping
with the size and the purpose of the program and above all an administra-
tion policy to provide follow-thru without endless and avoidable changes.
For with every change of jJurisdiction ceme a change of budget, came a
change of top policy, came a change of timing, and came a change in
personnel. No organization can perform its full service or make a satis-
factory record under such unbusinesslike conditions.

MACHINE TOOL UTILIZATION--Now General Armstrong, my time is running
faster than I thought it would. There are many other phases of this
subJject that I would like to discuss dbut only one in particular before
I close.

It was my privilege to work actively with Brigadier General Stewart
E. Reimal_and Captain E. R, Henning of the Navy when they were with the
Army and Navy Munitions Board, on machine tool problems in a Joint effort
to formulate within the War Production Board a way for bringing together
the 1dle capacity of machine tools throughout America with the current
critical. needs. This was called The Critical Tools Service. The record,
if examined, will speak for itself. )

But, despite an outstanding record of ilmportant accomplishments,
‘again something happened in a Jurisdictional deadlock and the program
lapsed. This came about when the Smaller War Plante Corporation was
divorced from the War Production Board. The authorities began to clash.
Who was going where and what was going with whom were the issues. At
that stage the War Production Board took over many responsible field
office people and thought they should keep this service., The S.W.P.C.
thought otherwise. While the debate dragged on, the service was allowed
virtually to decline and lapse. Another thoroughly sound program was
lost. . '

Strangely enough, about a year later there.came along an order of
the War Production Board urging more drastic steps to find and utilize
idle machine tools. One of the all-out systems for finding and utilizing
~ tools and services, which 4ad been quietly but.fully organized, which

completely Justified itself by smooth and effective action in eliminating
many bottlenecks and saving many tools, man~hours, .and much material was
recklessly ditched, but later found to be still so critically needed.
All through the war far too many phases of the small war plant activities
were gimilarly mishandled :

CONCLUDING COMMENTS--In summary it seems clear that if we seek a scheme
for mobilizing the capacity of the smaller plants and factories for war,
we must get away from the contempt concept as to small planta. There de-
veloped a sneering pasychology that was most unsatisfactory and unfortunate.
For smallness is relative. You may be big in some industries with three
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hundred mén and .very small ihotheérd. ‘In a 'chemical plant where the in-
vestment per man- is abcut sixteen“thcusand dollars ﬁhey can preduce high
dollar volume with but dozens of men:: ThE 'revéraé occurs in other in-
dustries where the manpower is high compared to investment and sales.

Business also may be classified as to manpover, assets, or even
as to location. A plant of 150 men in Chicago, General Armstrong, was
a very tiny plant. The same 150 men out in somse; little town in Wisconsin
would make a big plant. So this concept of:bigneseﬁand emallness must
not be handled loosely._ ' B SRTTIURR VRS PR '

Perscnally I think tae mllitary and 1ndustrial forces ehould Jointly
define ‘and catalog all plants as to capacity in ‘each. specific 1nduetry
-accordiﬂg to some accepted classifications :

: Then in each classificatlon grade the plants as to capacity, stand-
ards, securlty and other factors. - Gt ; .

- Above all, in plannlng for the future, let us find some way of
coordlnatirg procurement practices. ' Let us find some way of defining
the Job to be done and of effectively distributing such data to the.
people.:vho. can 111 the needs. Let us clothe with: adequate authority
consolidated agencies properly iocated across. this country,with power f
to act promptly and with finality on all mobilization prcblems. Above
all, let us use our best influence to avoid repetition of the costly and
confusing merry-go-round of policies, personnel and procedures: which
characterized’ thls small plant program in the war effort now being
rev1ewed.» T B SN . . :

H

Thank you very mucn
A STUDENT'v-

You may call it a plant with less than.five:hundred if youw want" to
get away from the term "small war plant" You can say Ma: plant. with
less than 500 employees .' Then in wrlging up . the contract why could
less “than 500 employees"’ Then you could make the prime company llst
the other companies, several of them, 1ist the jobs:they-are %o do; list -
the dollar volume of each of the subcontracting Jobs. . Then you could ' - =
let a firm of over-all epgiﬁeers merge the worle of these companiss. - That
hag been -successfully done by Forﬁ and. General Motors, Then you could”
get away: from the objection’ of "tHe fellow who says, "I object to being
classed with Sears Roebuck, Ford, and General Motors”

Also I think we have to look forward to the tlme when there will be gf
a common. purchasing division “of the Army -and N’avv for dealing with those
small plants. Why should we not ¢oordinate our. purchaeing people where
they have‘been getting common 1tems° o ST U

MR. BON‘\TOT._ R

I am the last man in the world to get into a dlscussion of'an Army
and Navy merger.



“ A

1 agree with you that definitions can and should be cleared up.
For example, What is subcontracting? If you go down thru the texts of
war documents and directives, you find probably fifty different definitions
of what is a subcontractor.

A STUDENT:

May T bring up this point: The Services did not know where to go.
They did not know who these manufacturers were when the war started. Ve
had to establish in our plant--and I am talking primarily of the airplane
plants--outside contracting sections, that were eventually paid for by the
Government. They did not know -anything else but to go out to try to find
those small plants to do that work.

We needed those machine tools. In the early part of World War II
it was impossible for us to break our plants down. In the second place,
we had our policy requirements. We had to start up a Small Parts As-
gociation, a manufacturing association, on the west coast, with about
eleven hundred members. They knew in their organlzation what they could
do in their Jobs, what equipment they had and how old it was, the number
of men they had, and so forth. Then we had a source to which we could go.
We had over thirty-five hundred subcontractors in the small war plants.

MR. BONNOT:
 What stage was that?
A STUDENT: |

That was toward the middle part of 1943.
MR. BONNOT:

That is right. That focuses the problem. You see, the thing we
are critical of is that we went from 1939 to 1940 and 1941 with practically
no program on small plants.

A STUDENT:

I am not trying to criticize. That is why I suggest that if in the
future we could get a list, either through the Chamber of Commerce or
through your own organization of some kind, of your plants empleoying 400
or under, then in the case of an emergency we would know where to go.

MR. BONNOT: | '

I firmly believe, Colonel, that in thig peacetime cycle we should,
Jointly, among the civilian and military forces, agree upon some channel,
civilian or otherwise, that will act as a focusing point for definitions,

of industrial capacity everywhere and show what it is and where it is.

There are some potential sources. Early in the war, the power com-
panies came to the Government and said, "How can we help on this Job?"
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It suddenly occurred to us that they had the same parallel obJjectives and
purposes. They were trying to use existing power installations to the
fullest. They knew every industry on their line. They knev what they
had, where they were, and broadly what they could do.

A second source perhaps is the telepnone companies. You do not want
to _have, every switchboard operator knowing all of your secrets; but in the
engineering ranks of the telephone company they may have classification and
atudies of substantial value. s

A third, you might assign such duties to the engineering staffs of
your 1and—grant colleges and get a continuous coverage of the whole
problem. oo .

GENERAL ARMSTRONG : ,

Mr. Bonnot, we found one of the most prolific sources of informatlon
was another agency that you have not named, "that is,the ralliroads. The
railroads gave us in 1940 a lot of 1nformation. I used to_have more rail-
road men in.my office in 1940 than any other group. Nuch to my amazement,
they had the most complete data that I could find anywhere on small plants
that I had not been able to wisit personally So I think that 1s probably
a source worth considering.; 3

MR. BONNOT:

, Quite eo, but I.do not—tnlnk you can rely ‘on the ‘chamber of commerce
type of organization for this Job. I do not think you can rely on the .
manufacturers associations alone. There is no unity of structure across’
the country. Let us rather tie in with some agency that has or can provide
more uniform engineering practices and controls across the board.

I believe it would be tremendously worth while to have America:con-"
tinuously cataloged as a basic step in industrial preparedness. . . .-

A STUDENT: | rge

Would not the Industry Advisory Committee be a good one to handle
that? . E . 4

MR, .BONN(’JT:

No. It's enthusiasm is going to lag, I think, to the point where it
would not be a reliable service. It has to be a service that will spell
thig out continuously and maybe even: receive ‘a reasonable fee for opera- .
tlon, but ‘be supervised constantly by Joint action cf the Mllltary Forces

A STUDENT:

Why would not a manufacturers association devoted to plants with
less than five hundred employees, or whatever number you want, that would
provide the information,.be deeinable as a centralized agency, rather than
pover companjes° . . , - : L



T J
MR. BONNOT:

I would think such an association is not keyed to such a dull job
either. physically or spiritually. There is no coordinating office to
join the many manufacturers associations Iinto an adequately disciplined
group for this work.

A STUDENT:

Why would not an organization of these smaller manufacturers them-
selves be desirable? -

MR. BONNOT:

Ilet us forget "small". ILet us take total manufacturing capacity
and get it organized. How do we know who is going to be big when the
next war comes? } ~

A STUDENT:

That is quite true. As I saw it during the war, it was not too
difficult to keep in touch with the organization of the large corporations
in the matter of location of the plant or plants of such size and repu-
tation that everybody knew about them. The plants that were hard to get
hold of were the ones that were apecialized and that were important to
us, they were not known because they were small in number of employees
or in output, in dollar value of output. They were not always found.
There was no way of finding them except thru a large number of chambers
of commerce, power companies, or what have you, whereas 1f there had
been one organization that was coordinating those of smaller size or of
smaller output, it would have been very helpful, at least from what I
sawv, '

MR. BONNOT:

I think that during a war we can rely on that type of organization
to some extent. Certainly in the interval between war, especially during
the letdown that follows a war, something a little more positive and
continuous is needed to carry such data forward and keep it organized.

GENERAL ARMSTRONG:
Mr. Bonnot, I think that we should have some consideration for you.

T want to thank you for your contribution and to tell you that during
your talk this morning the thought cccurred to me that I want to establish
a committee. We will try to find a more euphonious name than "Small War
Plants Advisory Committee" to the Army Industriasl College. But I am
going to name you the chairman of that advisory committee, which will
advise us and keep us in touch with your thinkirg on this important sub-
Ject. We shall get, say, six or eight members from all over the country
to Join you, and in the future you will be our advisers on the best ways
and means of solving the social problems which we cannot divorce from our
thinking in times of peace and war.
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-1 am certainly very grateful to you for your contribution this

morning. We appreciate your being here with us and giving us that very
lucid exposition. S

Thank you very much.
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