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Supplement to Lecture 

JL!ACHIHE TOOL PF@L&MS Jl? L~RTI~LE 

5 December 1946 

CW'TAIN &RTSINGTO1(; 

We are now ready for a few questions, and there nil1 be ,a seminar 
this afternoon at which time you will have another opportunity tc ask 
questions. 

A STbiDEKT OFE'ICER: 
. 

, _' , 

Is the machine tooi industry now in a healthy condition due to the 
great production during the war? In other l;rords, is there a.s.urpius'in 
the civilian market now to the extent that'it will have a' bad effect“& 
the manufacturing industry? 

LRi, EIWII;: 

There are a number of things that happened to the machine 'tool 
industry as. a result of the nar. First of all, the @achine Tool Builders 
expanded their facilities tremendously, far beyond peacetime 'requi.re.- 
merits. In the caFs ahen we'wcre urging the use of the Certificate of "'ii ,; 
Necessity or acoc.leratcd depreciation plan covering .pla'nt expansion 
programs, ,I would suggest that when exganding the pIan,'consideration 
be given to reriucing it a,t the end of the war to peacetime: require.-,. ', 
merits: Bonevsr,,that is not easily done. r.dhenev,er '. 

taxes and depreciation can easily eat-up the plant, 
expansion Jh.lrs,. 

I 

Renegotiation weighs heavily on the industry. The Price Qdjustment 
Board expressed the opinion that there &OILd be a great'amount of prod- 
rperous business for the idachine Tool Industry after the war, and 
accordingly that the earnings during wartime cou2.d be reduced to & 
very small figure. Unfortunately, this postwar prosperity for the 
ldachine Tool. Industry has not generally occurred. The bulk of the 
business is enjoyed by relatively- few plants. Perhaps 10 percent of 
the total number of plants in the industry'are operating at a reasonable 
profit. The rest are operating under difficulties. These difficulties 
stem from a reduced demand and inroads made on the market by Government 
surpluses. 

The Industry feelsthat, there are two things that should happen to 
the surplus machine tools: First of all, the services should have' 
an adequate reserve drawn from the Government owned surplus machine tools. 
The building up of this reserve can probably be accomplished at this 
time..when the procedure is in the nature of a.bookkeeping transaction 
and a congressional a:zproprri.ation of funds ia not required. Your experi- 
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ence proves that congressior;al',a-~iroFlia~~ioh bfifunds is a slow and 
difficult task. Secondly, the surpluS tools s,hculd be‘placed in Ameri- 
can tndustry to produce something for-.t?e.benefit of ‘the c&.ntry, 

capital and consweer goods to raise the standard of living of our 
people and create ycealth of taxable value. 

During the war the Machine Tool Industry produced as many units as 
would normally be required over a ten year period, andl'in productive "' 
capacity I have heard a figure as high as forty years, so,naturally 
that wartime production discounted 

‘Of course, a 
in-a large measure the future.demand., 

notall the'requirements for machine tools will be met effi- 
.ciently by existing equipment. There vrll be a need for improved n:achPne 
.3i, tools and special and semi-special machines to meet specific needs, 
but the surplus will be a problem for a long time, 

A. STEDLXT 6FFICER: 

What is the relative importance or relative burden of local Sttite 
taxes on slants against the maintenance cost in'an ideal facility? 

NR. EIKIG: ' ,,. 

I think,that v&&s greatly .in the different' taxing dist&ct~. ;'?I-. 
Ohio, as 'I recall it, khey ha.ve a tak'rkte %k?at v&ies xlth'the l$a- " 

dh:,If you: are in .a‘ city i4,;ith :high tax Iyates; it. i,s cjne t,hiii,g;.cnd if' 
,: 

tion. 
I. you aYe on.8 rarir,; it 16 q$te another, tZ.n$j.' The ,diffibu&ty 'is t'!xA~' " 

you cannot v;rite the equipmknt oi"f"at e h3.g.h r';tti of depreciet&ofi." >;' 
For example; Wit:h the, certifi&t& '6s' FJec essi$- ,,you .$a!:~ the .de~r'pc~at;ib:~ 
over five years or .Qor the uixation-of' th~‘:;ar, btit that is not tq2 

; 

for j.oc~~~ taxatib:i?-;: :-It 'is, my ,&pre&$i'orl tkak Ohi& $1: $o~J'.‘,JJo-;; .k ' ', ', 
depreciation beloir 2.5 percent of. the.: ac'qi&ition price,'if the equi@- ". 
ment is still in use. If you are using the C?CJUipKEilt t.he, tax authority 
feels that the equipnent 
cost;: 

is,$+rth at'k~st~25~&x~~t of,th& oi-iginal. 

.' 
A ST'LDE;,~T Qjj'jTI-JhR: 

: . 

I al'.,Sys undertitood that the &chine Tool Industry was dependent " 
,upon a very high d,egree of skill 0:1 the part of the ;xrsonnel, and " 

that the trend-over th& gash sever.al years 'has been constantly .donn- 
ward as far as the,skiil.of the tool makers is concerned, and that in 
the production of the v:'orker:: there has been a violent fiuctu&tion in; 
the quality of the l~ork. Hex do you think that t,rndency tiiil .affect " 
the machine tool business ln the next ten or fifteen or twenty years? 

; 
* IhR EINIG: : : 

I presume' the que;tion refers to the. mech$ni cs.hho are angageg in 
the building of machine tools. I,do not' b&Low there.'has been any 
lessening in'skill during the al-ar nerioc; as a matter op Sac-t, a great 



number of n'el;; employees have been trained in the Industry and have ' 
certainly acquired thG fundamentals and in many cases a v.&ry decided 
amount of skill in the rany procasses involved in the.production of 
machine tools. 

Xazy new and novel machine tooi 'applications i,ore made during the 
wa.r and the experience gained in meeting wartime, requirerznts shpuld be 
valuable in meeting the needs of a psacstirne economy. ,Tho P&chine Tool 
Industry should continue to-develop, unles:; retmded by repressive 
legislation and!general economic conditions. 

P_ ST&LjQjT oF'F1,'J@; 

I will put it this way: l-Ion many young tpol makws do you h%ve ia, 
the Industry under 30 years of age? 

)(a . EIi\jIG: 

I do not have,the fig~es on.ths agos of those employed in the 
kiachine To&l Industry. I :;ould assume that due to the requirements of 
the serviccis d.uing the war the average age of those engaged in the 
building of machine tools showed a very decided increase. 

However, since the end oi' the nar there is no scarcity of appli- 
cants, both skilleu and ;;nsBillod, for' positions 'in machine tool. pl@z3, 
Those concerns havi.ng i;ell organized apprcnticeshlp courses.co~$inue 
to have plenty of applications from promising young men. 

, . 
Rwentl~ the ClGvelatid Trnc;c School stint over about fifty boys 

(ax-service munj ,to visit our shop. Those men are in training as tool. 
makers. The nextdny fifty more rr.cn, :;ho ;re training as die makers,. 
paid us a visit. 

Perhaps there are some industries that, pa-y better,but,not many. 
.&cording to a rect;nt report covering awragt earnings in the metal 
l:orking industries, the Machine Tool Jndustry ranked sixth out ol^ 
43 industries. 

For a boy ::ith a flair for mechanics, the'Kachine tool plant has 
r.;~~2h to offer, Thers is 2 certain amount of artistry in the handling 
of machine tocls end in the building of them and \,:Sth th&t bwe there 
should be no difficulty in keeping the &chine Tool Industry ,z6ec;lJately 
staffed :iith capable people. 

You pointed out that in the intwim >oriod much of the increased 
amount of equipment has beol absorbed I337 industry md that some cf the 
increastjs GJ.1 be absorbed also by deterioration. Do you think there 5 
vzili be any need for similar volume, i,C8 will say of fac:iities and tools, 
to meet any new emergenq, or do you think we have enough now to meet 
that? 



b!!. LItiIGt 

If ;.;e .takd thk I;ecorci of: histwy ,xe fix6 that the high point in 
FXi~iU&~ production' of niachine tools dpj& '$orid'ilSar I was, 220 million 
dollars t!nd awing 'lVorld'W&r II iB' es 

, 
1,320 UUion-dolbx?s, an 

increase of six hundred ,-erccnt. 
‘ 1 " 
It . ould seem that '$,th advences in science and industry the text I, 

GCZ >:iU GIC~~;:LSG the derzd for machine tools OVWT the lest ~~81'. . 

;ihilc this; insides of a V-1 or v-21 look much li:ke the bowels. of 

a brsnery, and .somethihg that can be reatiily'xade in a- sheet mctnl 
shop, it represents quite a lot of hours on ,metal lzorking machinery 
rnd do.ubtiess 6wsloprr.ents in that field will ~311 for XI. increasing 
'amcunt cf ma.chinc :xork. 

'. 

Perhaps steel producticn is c ".'-' guaar-: tb Khchine. tool ret-uircrwnts 
teczusc in a large i:Ae2sure ",he steel 12ust b;l fsbriceted into .end 
i;"odilct:5 b;y E0an.s of riiia.ChiTLi;, tools <:nd ,:-o%.l ::orkinE squipmont e 

-The peak of Gwn‘an steel production uas an xxw.al production of 
22 million tons . Px;oduc tion :'ln .tho LTnitt:d States il'as, ab,ou$ 75 million 
tons. I 

If the next $&r is fought ~~f-j.th ‘&i.ilf~ry sheils there v:ill. be 
lir.'l;lk. change L ip J-Jeehint too' A roquiri;ii,$:nts;, but if some improved type 
of 'aG;sfu;yuc.ti*e ,missjJ,e is us~c;d -j&t ::<i].J ,probablg~ yq!J.jl'~ most2 mwhine 
hOILITS to build, all things considered, than, ths -;jca'ulo:m :of t+t .past. 

I That also stx;ms to cnecli taith histqry,frpm,CavLd ;;:I? his:sling tc the 
.ktom Botib with gn ,invwtcx,nt of a couple of ,bi!!iiori d.~~lars. 

:I .' 

C;@'I'~I;d :&ItT;i[iWGT&: . 

Think YOU vcI;ry much, MP, Einig, for $012 mqst instrqcC!ve telk. 
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