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WAL FuGDUCTICE I 3tali rLalNTs

13 December 1946 -

CAPTAIN WORTHINGION: .

we have ds our speaker this morning ir." W, Darlington Denit,
Mr. Denit received the degree of B.M., from the Beall Conservatory
of Music in 1931. He studied pre-law at American University 1930~
31 and received degrees fram Southeastern University as follows:
LL.B., 1935; M.P.L., 1936; LL.M., 1936, 1In addition to these de-
grees he has taken courses at Pace and Pace and other institutuons
in accounting, HKe has specialized in the problems of taxation,
adninistrative law, patent law, and international law, From the
period 1932 to l?&“ he was employéd Ly the Department of Agriculture,
4mong the positions held by him in the Department of Agrlculture
were the supervsion and directicn of the financial activities and
financial system used by the Fuerto Rican Coffee Corporation. Liost
of his work for this corporation wag carried on in Puerto Rico.

In addition uD his duties with the Coffee Corporation, he
organized the program for the New York. lietropolitan ifilk herketing
Industry, He instituted its accounting system and supervised the
installation of its fiscal and budgetary control. This activity
was one of the most important milk conitrol programs ever instituted,
It handléd over 13 million pounds of milk per day., Cther activities
in Agriculture concern themselves with t the Southern Rice Indus*WV
and the Dairy Froducts Marketing association, Incorporated. Iis
activities in onnoot¢on with the Southern Rlce Indusry included the
supervision of the activities of fifty highly sk¢lTed auditors who
were examining the rice industry. Unzer his supervision there were
developed uniform systaﬂu of accounts for rice mills and rice milling
pnterarlses.

..In the Dairy Proﬂucto Marketing Associat sion- ne reorganized the
fiscal program.in the hutter and cheese industry and lnstalled
inventory contrel methods.

In 1942 he left the Department of A&TLCUlture to taxe employment

. with the Wwar rroduction Beard where for a brief period he served as
~Chief of Budgets and Accounts. His duties with the ‘ar Production

Board were followed by a short term of duby as Budget and Finance
.Cfficer in the COffice of Strategic Services., In May of 1942 he became

Chief of the Administrative Branch of the National Office of the

Cffice of Civilian Defense, His duties there included supervision

of finance, personnel, and administratiocn, In May of 1944 he lelt

QCD to L:came Dlrector of the Office of Adwministrative Finance and

Management of Smaller War Plants Corporation,
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Ui November £, 1945, he left the jovernment service to engage

in private practice as a consultant in ilanagement and Governmental

Affairs., At the pressent *Lme he is the read of W, Darlington Denit

and Associates, and Vice~Fresident and General Manager of the Alamitos

Corporation, ilr., Denit has at various times been a nember of leading

civie organizations including the Washington Board of Trade and the
nicipal Finance Commission.

He 1s the author of YLegal Aspecis of Expenditure Control in
deral Government," "Contemporary Importance of the lionroe Doctrine,®
and a frequent contrlbutor to magazines and periodicals.

His subject is "War Production in Small rFlants,m

R. DENIT:

It is perhaps needless to say that an invitation to address a
group of this kind is regarded by the speaker as a privilege not
cnly in terms of enaollnb his return te the scene of so many
bureaucratic experiences but because the speaker believes, and
believes deeply, in the vital importance of the things to which
you gentlemen are addressing your collective intelligence,

Zefore the war, I owned 2 small corporation and a plant, I
closed the plant during the war because of shortages, Qinvé'
going to the west Coast I have acquired & substantial intersst
in a larger manufa“*uriﬁ“ plant., Bebtween those two business
ventures lies a period of experience in LOHQ@CtiOD with -tile

That brings me fortuhately or unfortunately, as the case may e,
o the Smaller war rlents Corvorution, an organization created by
statute June 11, 1942, '

only orgenize d sovernment dffort in relption t6 small ciants,
2

Befere embarking upon an analysis of the Smaller War Plants
Corporation, its programs, its deficiencies, and its lessons, I
should point cut tha®t I consider it the prercgative of a’retired
bureaucrat Lo be somewhat caustic in his analysis of bureaucratic
shortcaaings, I shall, therefore, .attenpt to depict for you today
a realistic picture of the Smaller War Flants Corooratlon’ operi-
tlons. - It will be a picture which will not be recorded in the
administrative history of the Bureau of the Budget.

Small Plant Pregram Prior to SWrC

The smaller War Flants Corporation was the outgrowth of three
rather futile gestures in the direction of & small business
organization for war proddction purposes. I need refer only to the
most pronounced gesture, to-wit, the or am*watlon of 'the Contract
Distribution Division &f the War Producticn Board.

The Contract Distributi on Divisicn, which accomplished nothing,
is important only because it marks the ocginning of
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a series of sélecisms in organigaiion and admistration, The
initial head of the Contracts Distribution Section was the
Honorable Hr. Floyd Cdluwa. Now bear in mind that was a Division
promoting, servicing and professiig to specialize in small plants.
lir. Cdlum was the Iresident of the Atlas Corporaiion-ranything but
a small investment firmga member of the Bourd of Directors oi
United Fruit--alsohardly in the class of small business; and
identified throughout his career with organizations of size and
stature in the Amcrlcan business scene. I don't mean to imply
that his sincerity was on trial, but I do mean to suggzest that the
administration erred in beginning this small business administration
under the lesadership of large business training, )

As night be expected, the attitude of the militurj establishments
was one of very. regtricted interest, an interest. directed solely
at production., For this recason thcrc vas a very JusflLlablb'auuhasls
upon the rapid conversion and utilization of large,pquuctlon_unlts.

I must insert at this point that notwithstanding the eloquent
utterances of saune of the heads of small business interests in
Washington and out of Washington, the big business unit u-the“ﬁass
production units--rendered a service to thv nation -which klstory
must record cs being the oututanlnr industrial constribution in

tistory to date.

Congress, in the mcantiﬁe began to grow restless under the
number of complaints,which channuﬁeq 1rom.small plant opcrators
the country ower, Now let's be realistic about this poznu. -The
complaints of course, were to.the effcct that the small plant
operators were not being given an opport tunity to do their Qltf'
for the nation., Ferhaps I am ucing just a little bit cynical when
I say that my own concept of the situation was taat the. small plant
operators mainly wanted a chance to fight for war. profits. In any
event the pressure which came upon Conrr<3a for.an increased.
participation of small plants in war procurement became overwaelming,
The congressional responsc was designed I am sure ‘for the purpose of
relieving Congress of the direct re ooonulblllt/ for arranflnv in-
creased contract participation to small plants.

The contract distribution in the early stLLcs of'the thing
operated something on the order of the cverflowing bowl principle
in which the large manufacturing units received contract awards up
to the capacity of the bowl and tﬂ“ small plants_rvcelved the over-
flow therefrom. In some respects that was by ne meuns as critical
as it would appear. Vic didn't have adequate knowledge of the
capacity of the bowl from a managemsnt and enginecring standpoint,
For did we kpow the financial and tooling capacitics of our small
manufacturing units, Those units were untried, and. the military

stablishments could ill afford to risk an crror in experimentation
while distributing contract awards to plants in the smaller piants

category,




vhen Public Law 403 {under which the 3maller War rlants
Corporation was created) was enacted it recited in its terms a
very limited objective. That objective was to ald war mobili-
zation and production by making the maximum use of small plants,

That is importart te consider because Conyress set it up in the
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plain wording of the act that the fundamenal objective of the
corporation was s 1 nCDUCTICN.

By some metamorphosis of thougnt the Smaller War Plants
Corporation became symoblic of a crusade to suve not small plants
alone but ail-small business, Up to this time small business had
not been considered to be.in danger, at lsast not to the point of
elimination, There wasn't any very deep dramatic quality in the
purely lezalistic aspects of the Smaller War Plants Corporation,
however, so the drama was.supplied by a crusade, As in all crusades,
there had to be both an objective and an opposition, The opposition
became the military establishments, the Production Board, large
busincss and virtually any other voices that would be raised quietly
to point out the fact that the difficulty in World War IT was our
total economy; that perhaps we could defer the nons:de,ratlon of a
program' of diserimination in Ffavor of one segment of the @Canomy.
Those voices fecll on unheeding cars. ,

T mention at the beginning that an crror was madc by the Contrwct.
Distribution in the appointment of ir, Cdlum. The second suitable
appointment was that of General Johnson to the ChdlrmaQthp of the
Smaller War Plants Corporation. General Jﬂhnson identificd as he
was with Johnson & Johnson, could hardly be clas 51f1hd as. a small
business manag ment man or a man having more thah an *cadem1c 7
interest in the welfare of small business, . Hav1ng committed two
blunders the appointing authorities swung tne pendulum far in the
opnosite direction., The small plant program had now become a
matter of political interest. Lir. licury Maverick was appointed
as General Johnson's successor, It was pointed out in discussions
shortly after Lir. Laverick's appointment that somewhere in the new
chairman's 1ife he had beén a small business man, fOLLthD,_Of
cours2, had nothing to do. with it! - - - Luch! Lr. uavericx vas
appointed becausc of his ablility te see and understond the workings
in Washington; the relationship of those operations to production
and the mobilization of small plants The greatest error of
hr. Maverick's administration was tlu mach more OTOﬂOuﬂLvd tendency
which he disployed toward aggrandizing the program of the legislative
powers given to the corporation. Taus the SWPG became o highly-
public¢zcd agency of the Government and one which became a center
of sonstant controversy, An czrly Ghurchill 1on uttarance of the
Chairman was "we shall right on every front; in the factorics; in
Washington; in the War Production Board; in the banks,. We shall
fight on all fronts for little business.! &and all this time little
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business was doing preti itgelf. The Lrmy and Navy were
riving a few contracts T husinesz, We of course, used these
contracts in our &trt18+*hsj presented to Uongress, and we Jid work
out an agresment with Secretary rat? and an agreement with the
former Secratary Knox whereby the ALrwy and MNavy gru01oasly con-
sented Lo recognize our existence to the extent of reviewing
syrpathetically our certificabions of =mall plants. let me make

ong point clear: I don't contend Ior an instant that the procure-
nment function, so-called, ol the Small>r War FPlants ﬁo%poratlon
was a total loss, Through that mechaniam some of the small Dlantc

which later compiled an enviable war record wers brought aliy

o

to the athentien oi the Frocvrement Services of the Armed Forces,
The important point is how mach mere el fechblve a job of war pro-
£ N

duction and war.mobilization the tl wlants Fculd Have accomplisned
had the. objective been precisely 1 ted in eccordance with the
legislative enactment., 45 it is we mnsﬁltutec programs which were

90 percent interested in the future of small plants as contrasted
with the business of the day-war orodustion and the winning of the
war. That error, condoned in Washington, is the most important error
7 terms of our consideration of rrall vplant mobilization and fro-
duction, We became paternalistic;

became crusaders; we became
many things not required for the t: at hand, ‘

s

: We have been talking here about small plantb, and it heeomes my

. painful burden to endeavor to deil @ small plant so that our
thinking doesn't go beyond the thinking of +he Sraller War Plants
Corporation, the history of which we are using as a measurement of
our future planning.

de arbitrarily -adopbed a rule-cof-thumb that a-small hl nt wa

a plant employing 500 or less employvees. Je found that this arbltrary
definiticon woé by no means infallible, Actually a small vlant, for
economic considerations, is bat+ﬂr'd:f*ned as a plant doing JUblﬂ““
on a local rather than a national > having no subsidiaries, and
operating under what may be cailed uunoen'“”ueﬁ as contrasted with
diversified menagement. This is by no means perfect, What we tried
to do was fix owr attentlon upon those plant operations which were

acking the characterisbics of so~called big business-large research
staffs, highly technical purchasing procedures, stralpht line
scientific manaﬁement,-nr@determined aagured Iinances, Those are the
things in which. zuec =°“fL1 big busine has an edge on successful small
business., T '

At no time Jdid we have any ication for reflerring to small
plants as small business. Small i X we may preswse includes
« corner grocery stores, dru@.stores, valet shops and the like. The
purpose of Public Law 603 was war production and we were not con-—
cermed with anything but small menufaciuring plants-—-lecally con-
¢erned, that.is.

ESTRIGTE

=]




de have indicated up to this Ooint* (1) that great care should
be taxen in the uo]owlon of pbrsohﬂ” cnd a determination to select
personnel participating in ond intimebely associated with small plant
operat ionS, (2) the program should be limited to the objectives
specified in the law; and (3) emotional :yunastics in the practical

“*Lon of the pro_ran should be climinated. Vielation of these

als tonded to retard the effective operation of the Sualler
'S COPQOT&blOu.

1

You are concerned, as I underst.nd it, with an analysis of the
lessons of the past to the end that you may adopt dependsble and

lese errconecus rules for the future. 7That I belicve to be the academic
functiorn of history. In looking abeod, therefore, we must give some
consideration to oresont trends and tondencles insofer as small vlant
operations are concerncd. I guote no stubistics. Better statistics
than those which I have at my immediste coamand can be obtained by
racoursc to thoe records of the wir Departiae nt. I:do-say that although

o]

the small monufocturer was to be interrcd s shiortly ofter Vi-Day Ly
virtue of the decree of unsympathetic burcaucrats aid the insaticble

“

today is snowing su rvr*sing
big business

t operators, of

We don't regard
ies. e don't
npote wich different
ferent prices,

re 1 positivoly refuse to
admit, I care not what the statistics may be, that the small plants
and tnp small manufa burlng units in Americ: are in canger of elimi-
nation, There are tendencies toward con,artrﬂfvor~»the tatistics
will certainly prove that--but when you analyse those Jnoustrves
which are being concoentrated you will find that. the answer lies not
in the pyramiding of big businsss, The ansver i1s found in the
demand of a consuming public for grecter efficiency, which may be
found only through mass production 1o«“odh. ir, Wollace annournced
shortly after bocoming Secretary of Coamerce that he was jzoing to
fight agsinst monopoliss  and vounthﬁ Llzg bHusiness and fizht for
snell business, In the F“Ku sontence he saild that the way to save
small business was by utilizing to tie moxloum extent our concen-—
brated mass production resources. 1 haven't had an opportunity
ingue the former Secretiory with o roguest for an explunation
of that apparently onomslous statoucat s yot, but somshow the whole
Small i seems o comslst of 2 ruinious eifort on the
to silhoucttec and wmphosize a provlem which has
Li

appetities of biz busintss, the cor:
vitality. - To be. sure the pat
competitors arce just as il
which T am one, possess a
th“ Ford dotor Company or (cencral BL
en regord them as dangerous com pp
OTO”ULpS, we manufacture for differ
We compete on a different lovel uﬁCiT“i

jo3
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I said I wouldn't guote any statistics. . Let me give Just onc.,
My plant is in probebly the most permenently publicized arca in
America. InQUSurlLl“y, the Los Angeles Ares is new, lusty, and
vigorous. At the beginning of the war ticre were 2,500 plants in
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that area, At the ond of the war there were 8,400 plants in that

area and all in the smaller plants catenory, Geovernment officials.

and Chamber of Commerce officicls put on mourning. They said YThe
the pocople away from the drea,

trains v111 nevar bhe ohle to carry th
ike flies." Today therc ore
c|

These businassses are going to die like
8,900 omu]l manufacturing units! Ve simply can't find whoere these
bu51nesses are failing as rapidly =s the stotistics would ‘indicate;
therefore, I think you are safe - for immediste purposcs at lecst-

in considering that future mobilization for production must’ comprchend
small plants, They will not be eliminnted so soon that you wont't
concern yourself with them.

I3

It should be interpolated at this point that the small plant
is the proving zround, the experimen al tation, That in my mind
accounts in large measure for the L te of failure, You
never heard of uestinghouse or Ford

Lﬁ ing an untried and
completely new oroduct of sanc iti n;rant i.JuRtOT. Those companies
will ceguire the invention for censideration after its production

and _its ungincering hove beon completed by o amaller unit,  That
condition it scoms to me seéts the stoge for the perpetuction of the
small plants operaticns,  They will romain becouse tacy constitute
the proving ground of industricl developiont,

Une more point, We have in this nation a capitalistic system.
The capitalistic system 1s a free snisrorise system, Frec enterprise
is not synonymous with small business. It is synoymous with free
business. It is not dependent upon bureaucratic encouragemsent for
its subsistence., The tendencles to incorporate small.business
with free enterprisc lead to pecullar premise, Hind you, govermment
would propose to insure free cntbrﬂrine by "protecting! small
business against big business, I frequently aslk the question 'at
what point is the progress of your businsss does the Government
grovw unfriendly?! A;l business hos to operate with the objective
of expunsion; with the o“jective of greater ecrnings. The large
wusiness of today was the small business of yesterday, Deprive
business of the objective of expansion und you deprive it ef-ene
of one of its competitive cssences. I say, gentlewen, that we
don't need in our sovernment structurc, in peucetime or in wurtime,
any - agency purport;na to beat its wings sgainst the rest of the
governnent structure in an effort to Jreserve some spinal segment
of the economy. :

Thc 1nturust of uhe military cstiulishmbn+s in time of war and
in periods of war plonning must be an interest in production. Ve
know now that the industrial army and the industrial implemcnts are
of equal importince with the men in orms, At the risk of being
criticized by cvery pocifist in the land and by representative
purveyers of economy in government and by business men, I insist
thot we cannct afford, in years of pecce, to permit a wide divergency
of thinking and an utter lack 6f informational exchinnge botween the
militery arm of our n.tion and the industrial arm., an intimote,
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continued and unyiclding conjunction botween the two are ussentidl
to our future welfarc, The militory cstublishments cannot comtract
to budid certain engines in an industrial plant unloss there is a
knowledge of the avilable industrial tocls.  Cought unprepsred in
"this connectlon, we rapidly took an industrial census in 1939, I
don't know how many years had elapscd since the time the previous
industrial census had been takens In 1945 it was projposed to
Congress thaot it might not be a bad idea to take another industrial

O

' census, No money was appropricted for the purposc.

“point where it is recoghizoed as nothidng more than

If the War ond Navy Departments can do so, they should demand
that an industriel ceansus be takeon cnnuallyv. T ask you how con
you decl intelligontly, how con you plan intelligently when you have
an absolute lock of knowledge of the current condition of your prime
planning foctor? Ve must know how mony rmnchine tools of each type
cre sprecd in how many plonts, and what the geographical distribution
of those manufacturing units wight bo,

Tre informational exchonge should not be one-sided, Again
taking the risk of complete military cconsorship, I advocate using
the rule of reason to be surc that the militory forces pursuc the
constant practice of across~the-board advices to American industry,-
appraising Americon industry of the duvelopments in the rescarch in
militery scicnces and procurement techrniques of the armed forcas.

4

Tooling chunges ure difficult to accomplish. Of what iaportance
will 1t be to develop an implement which will lurgely insure a
successfil military achicverent only to find that industry cannot
produce 1t on 4 5258 production basis for wonths because of special
tooling problems? At the beginning of the woer we simply didn't know
now nmany plants we hud, nor where thoy were.,  The srrors that were
in industri.l reports ovtained by militory ond civilion orgueniszations
os late as 1944 wnd the beginning of 1945 vere appalling.

How let's assume that our pleonming hes reached & point vhoere we
hove setb the stage for a new QCPLOd of movuilization for war productiocn.
what are we going to doo in tae inter‘w tnd at h“t norient to overcome
the mistokes of the past to which I he M_ludb

roint 1: The small plant problem showld be simplified to the
y a necd for in-
corporating in the military orocurcnent scrvices. and in the civilian
control orpganizations ceialists=qen Vho undcerstand the ranagement,
structure, und the manufocturing ncthods of small plants, A separate
organization like SWPC is both unnceussary and confusing. . It becomes

another burcaucratic stump to be pulled from the field of the Govern-
nent, ' :

w

Jhe lrst memory of the 3maller lar Plants Corporction was a
hideous. spectacle af burcaderatic sclf-perpetuction because the
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purpose of the act as far as posoible had becen fulfilled and there
remained only o selfish emctional effort to create some justification
for a new act, The principles upon which the new e¢iforts were made
were as un~American as they were impracticabtle,

de st asuume in rulatlon To plamming ror Iuture mob1Iization
that the time element will be importsant. I know nothing, absolutely
nothing, ebout atomic energy or the relationship of at onic energy to
prooucuLQn, but I have a right to rely as far as my common sense will
let me' rely wpon what I read, It is a legical assumption, I suppcse,
that an atemic weapon in the hands of a belligerent can play havoc
with industriel instsllations, Ve have, therefore, a problem that your
planaing must embrace, and that is the Droblﬂm.of the excessive con-
centration of industry on a geograrhical basis. This problem arouses
an argument which again becomes more emotlonal than practical, because
the argument savs i% is un-American to require the movement of an in-
dustrial installation from Detrolt tec Avigona. I don't gainsay that,
but it is both American and it is sensible, and good econorics, To en-
courage censtantly the creation of good marufacturihﬁ and produgtion.:
units in Arizona. I say to you .that the military forees must take. an :
aLTeratlve and unrelenting position in ”elaulon to this matter.

u‘hllv on the subject of geographical installations I&houtd

like to mention that it has reccently occurrcd to me that our planning
should cmbrace a second line, a rescrve if:you will, of industrial
plants in South America It is a job appealing to & political
idealogy which in pructlcc is'not COnolabuﬂt with its prenching,
On acecount of the lack of cconomic stability in 21l of the Latin-
American countrlbs, with the possible exception of Argentina. More-
over there is a resistance fdctor problem which is almost over-
vhelming., Be that as it may, the strateglc location.of a country
like Equrdor or Peru in war to a vital artery like the Panama Canal
is very importont., I think we nay s well -consider as a persistent
element of our foreisn polloy as well as our militery policy the

advocacy of consistently @mplLfl'ﬂ 1ndusur1 11 installations in
Central and South America. Fhv resources are there but the manage-
ment is lacking and the money is.locking., I cen do little more than
mention this matter, The Uﬂdufl'lﬂ” oroblens require the combined
ingenuity of our diplomats, statesicen, cconomlsts, and wilitory
officers, ~ ,

T should-like to rccup;tula‘" thg-ﬁhree points which I have
deseribed ae basic in your thinking upon Small rlant mebillzatlon,

1. Know the subject. Such knowledge can only
e reduced to oracticabilities by continuing
intimate interchange of information vetieen small
plant Operdtorg_dna the military estadli stunents,
while it is not’ a part of our discussion this
inte rcndnge is of equdl corsequencs | 1nsofdr ‘as lar )
plants are con cernzd. :

6
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2. Develop an actunxl and effective program designed
to encouraze production, as to products and methods, in
keeping with the military developments needs. S
3. 45 te govermment structure, incorporate in your
- plonning the following elements:

(&) Do not consider the small plant . ,
oroblem as an isclated part of war production.
(b) Do not create a separate agency cf
government for small plants, but cmploy 2- suf-
fieient nunber of small plant specialists in
the machinery of the War Department and the next
counterpart of the War Production Board to insure
. that procedures followed embody maximum use of
small plant facilities.

In the course of my remoarks, I nvve mode casual mention of
finances from time to time. The amall pilant characteristically
involves financial problems, There cin be no doubt, therefore,
that mastimum utilizotion of small plant facilities must involve
some collaterial finoncing program, Immediately upon the
establishment of this premise, it will be argued that a separate
agency is required for small plant financing.  Our experience in
Yiorld War II shows this not to be the casg,., -Let us take, for
example, the W-Loan Program .of the Wor Department.

+ This progrom was-not.a banking venture, It operzted on- the
simple theme that when awar contract was granted there might be
siiultanéously granted an advance of . funds to enable contract
fulfillmént,. Financial plan assistance in relation to war

-production nced dnvolve no more abtuse thinking, By way of

contrast to the Ww-Loan. Program, we should look at the financial
program-of the smaller war plants corporation,

There are many w.io contend that whatever mygy have been the
shortcomings: of SwrC in general, tho londing program was a great
beon te war production. You may decide tihdis for yoursell when
I tell you that the smaller war plonts corporation made tota
loans of only about 200 million doliars which amount is egual
only to.about the sum expended every teén minutes for the prosecution
of the war. Loans were made to only five thousand plant operaters.
I cannot conceive that o loan program confined to this insignificant
record would justify. the recrestion of o separate lending cgency

for small plants in the rnext war,

+ Another intcresting angle on the SWPC loans is that 90 percent
of such loans were sccured by conbracts let by the military cstablish-

ments, We had then the paradoxical picture of one Fsderal agency

lending zgainst the contract security of another. In wartime, more
han at any other period, we need such management consciousness as
will avoid a series of overlapping functions,
N M Ee
@'&H‘ hos [§
ol o i

10 - RIGT




SO IURTREN) o

In concluding this point then, I say that any financial aid
arogram required for future contraclting programs of the armed
services shoulid be incorporated within tue framework of the
military .establishments theumselves,

The ‘prescriptiocns I have outlined today, even if you saw
fit to adept tirem literally, would not be easy to accomg¢¢uh
Action program and & democratic governdent are difficult to
effectuate efficiently. We argue, we confer, we conjecturs. ue
investigate. Since freedom of thought and expression is an
essential part of our political ideolory we cannot wipe out these
lnpediiments, Irrespective of what plans we adopt, however, your
planning will be absolutely meaningless unless 1t is translated
inte a program of accomplishment, In time of peace nothing iy
more difficult than to obtain national consent to programs. wnlch
have as their essence a planning for fubturs war,

If your thinking becomes the football of professorial discuse .on,
political argument or businsss reslstence, your earnest labors will
be for naugnt, The lesscns of the past must be the rules for the
future, We cannot afford to let Lhe prospect of reseated world
destruction to become merely a matter of academic conjescture. A
wise man has obssrved that "the price of freedom is eternal wvigilance,n

say to you gentlemen &nd the departments which you represent I
care not what opposition may be placed in the path of the logical
conclusions te which your study must inevitably lead, I urge you not
to falter, .I'urge you whatever the opposition to insist that the
sound results of your planning be acted upén, The destiny of the
greatest democracy this world has known is in issue,

CAPTAIN WORTPING“ON
Are there an7 guestions?
i GTUDENT GEFICER: o | ~

gchunneL that wos
< na War rlants

Caor vusiness. Is there any
orpinigation ‘neng the smiiler nom turers from which key personnel
could Le nominated to be tok he militery, say into an
organization like this College into a'planning organization?

T wos ¢rt ragte d in your stator
taken into the first ganization o
Corporation was completelyr ]

C

MR, DENIT:

"Yes, sir, I don't think there was any worth-while organization
or group. that could have been used at the beginning of the last
war, but fortunately small business anad smell plants have learned a
esson from the program of the Smaller war FPlants Corporationy ‘that
lesson being that the most effective way for small plants to b
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helped is for them to help tbemce’ves, consequently, there has been
organized, with headquarters in Chicago, the American Small Business
Association, (f lesser membership, but of no less significance there
have been some organizations started in doston, New York and I think
in San Francisco. I have been advocating one in Los Angeles, not

so much, T must confess, In the terms or for the use that the gentle-
men has suggested but as a means of enabling the small plant manage-~
ment to campete with the labor organizations. In short, I feel the
small plants must organi e to meet the crganized labor resistance,

I feel it is perfectly proper to incorporate in 7
the thought that there is a source irwn which competent
way e drawn in the future-competent in terms of LntLuate small
plants experiences, The few which have started are catching fire and
I feel that associations will mulbiply and wi i’” at ely go right
across the Nation. K
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in order to vrescribe eligibility rules for
organizations you would have' to ‘define a
bility rules of some of those organi-

It scems to me tha
admission to one of ih
small plant. What are
zations?

O
ot oot
5 O

#Mit, DENIT

Well, when an orranlzatlon first starts it is a smﬂll affair,
and if nnough people will become intercsted in mcnber031p it may
function, As I undbrstund the organization in Chicagoy which is
the ]arocsu, pretty nearly ~any business not commonly identified
in the pub lic eye as being big business can get in, In short,
rules or not, I find and T think that anyone who is out to be a
friend of small plants, and perhaps an enemy of everything else,
can get in. But that is not an unusual situation. Some young
organigations need a lot more people to get going on so they
just relax their requirements until they get a sigeable group;
then vwhen they become of stature they are more concerned with the
correction of their principles and wish fervently that they didn't
have some of the psople in it that are in, 1 think that the
general test at the moment is "are you & friend of small business?t
The future test may come, with Chamber of Commerce conjunction,
to invoive some specific definiticn along the lines of SWPC
conjunction, to involve some specific definition aleong the lines of
3WPC gualifications; i,e., a small plant 1s a small plant if it
employs five hundred wage earners or less, The definition should
be flexible, If, for example, an avtomeblle plant is involwved, 1t
Wmﬂdbeasmilphmtrdgﬂwﬁysm&dm;M‘ﬁimdlﬂ@)wge
earners. The employment factor, varied according to the line of
work in which the unit is engaged, is.the basis upon which a true
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definition may ultimately be determined,

A STUDENT CFIICER:
In your oxperiaonce how does production per-man-hour in the
small business compare with that in the larger business? In the
large business they have an efficisnt production rsetz=up but they
do a lot of hoarding of labor and other things that may counterbalance,
Did you maxe any sort of estimate along that line?

MR. DENIT: ‘ :
Is your question aimed at unit pronuctlon comparable to the
labox in the plant?

A 3TUD

Yes, man-hours,
.

kR. DENIT:

The stutistics show--atleast the statlistics of the Smaller
War Plants Corporation--that the swall unit was just a2g efficient
in production ond results as thn larger unit. Now all manufacturers,
I think, will freely admit that, except under ideal circumstances and
except in connection with a very limited assortment of product ts, the
large plant producing on'an equal basis with the small piant is
going to have a better production, The reason for that is that
tooling 1s the backbone of all industrial production, and advanced
tooling and 1mproved,boollng sarc things whicn the ‘targe plant can
accomplish within its own resources. There is a stat'f of tool
makers; a staff of die designers; and & staff of machine designers
2z integral parts of the large orzunization. The small plant
operator rmust wait until the deficiencies of his machines are
disclosed, and must then seek through outside sources. the answer
to nis machine problem, The difference between unit produotlon
results in a large plant and unit production results in a, small
plant would be larvger were it not for the fact that the amall
plant cperator has one di istinet ‘gdvantage. The proprietor of
the small plant or the group of men lio are the propristors,
depending on the t?pe'uf crbdnlaatlon, arc closer to production
because the proprietary interest is more intimafely Joined to
reduction., Supervisory control of labor is more prorounced and
nere effective, while the larger ﬂLnﬂu, and the very lorge plant
particularly, muat depend upon the rules of survnkubL, manageuent
and 2 series of echelons, if you will, of supervisory coqtr0¢. The
proprictary interest is seldon uraudnkttou to the man who is running
the machine, I #hink that 13 fqe u@st answer. I can give mou.

RESTRIGTED




A STUDENT OFFICER:
%
I was wondering whether in the larg plants they hoarded a
reserve of labor for certain peak production times,

LR, DINIT:

The ]arger pianvs, Oartlcularlj in the alrplane industry, did
do some labor hoszrding with the advice, consent and help of the
military forces and the war Productior Board, I know how uncritical
the labor situation was on the Pacific Coast at that time, ¥Why &
critical lzbor declaration was ever made has remained one of the
mysteries of war production on the Pacitic Coast, bacause it led to
an encouragement of the very thing you are tall qm about, thatb, is
the hoarding of labor, Actually the labor shoruabe in small plant
in unbelievably = few instances was a factor in preventing performance
and acceptance of war vroduciicn contracts, There wuu 2 surprising
abundance cof labor and I den't thirk that the realities of the
situation altozether support the statistics of the war Lavor Board,

A 3TUDERT GIFICER:

cht out very clearly certain aspects of those inef-

er suspected, but I want to get clear whether
; sted that tlb Smaller War Piants Corporation
ation since that could control
at, pl»dse.

Tou brou t
ficiencies which I new
you recommended or sugs
would have to come in in future mob ‘li
only a set objec ‘Will ou cl”“ £3

I am very definitely and wnalterably opposed to any rencwing
of the Smaller War Plants Corporation or any agency like that. My
point is that as long as thcre is a specislized interest in asmall
plants, (ag there laes to be) the w;llt“r] wsgtablishments as well .
as the ®ounterpart of ‘the War Production Board, should incorporate
within themselves as an intergral part o smaell business analysis
group, The Smaller %ar Plants Corporation was a part of the
government structure, If you create within zovernment itself an
agency dealing with small plants it could imply at least that all
the other agenciles were concerned with large plants, and the ensuing
battle, whilé it wiould be one~sided, would nevertheless retard
rather than 2id war production,

A STUDEKRT ( EW‘CLR

You hnve indicated that the military is interested in bullding
up production in war with the bigger manufactyrers with the lurger
machines such as airplanes and tanks--the locamotive industry. Then
would you suggest o way of using the 11 plants, the plants that
would be the subcontractors under the big ones ¥hnich have the

-1l -

_4

win

D)
c:ﬂ
r.{:,
&
c:ﬂ

RES

(rrd



bl BW L
iR

managerial and technical skill, to usc those as the supply for
components? would you care to comment on that?

I think our experisiice taught ua, sir, that the major function
the smaller plant was subcontracting., The smaller Dlaat

notvl hstanding that fact, was of service in many instances as a prime
contractor, I have in mind some plonte tiat did precision work. Work
requiring none of the characteristics of mass productici or emphasis
on quantlity, the emphasis being entirely con guality and perscnalized
skill, That is a field in “n"ck the small plant will produce much
more effectively than the L¢r-, one, at lsast our results here so
indicate, It remains true, however, the great contribution of
smell plants is in subcontracting. ; use would depend upen
imparting to large plants a lknowledge of available small plant
facilities and insisting that the large plants use those facilities
instead of creating duplicate rcsources,

U}

A STUDENT CFVICEF

I would like to get sane informaticn about the procedures the
Smaller wer Plants Corporation used in locating, selcvtlng, and
pro-rating production for the small plants,

Aetually the procedure was very rudimentary, but it was fairly
effective in at least ascertaining information. The 3Smaller lar
Flants Corporation organlﬂed an unusually large numo‘r of field offices.
There were fourtoen regional offices and 102 District Cffices, The
corporation wisely followed a practice of locating its offices at
points of industrial concentration. The organization was thus
enabled to have personzlized contact with its small plants, It was
inevitable, of course, thet some form of questionnaire was employed,

Businessmen have devﬁl ved a phobis on the subject of government
S C
1

o

questionv ires and reg ations were larqely obtained by direct
cowaunication methods in which the documents were uscd for record
PUrpeses only.

It 1s my strong belief that industrial mobilization involves
the ultimate in decentralizatiorn of the government agencles concerned
with war production, ZHExperience scoms to indlcate that decentrali-
zation of operations without decentralization of policy controls is
the best answer,

CAPTATN WORTHINGTCH:

Thank youw very much, Iir, Denit,
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