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&pTAn‘: &RTriINGTW: 

rue hrve a’s our speaker this mornin, Xr.” G, Darlin~tm Denit. 
Blr, Denit received the degree of B.i,:i, from the Beall Conservatory 
of Smic in 1931. He studied pre-La:r at American Xniversity 1930- 
31 and received degrees frm Southeastern Unit~ersitg as .foLlovJs: 
IJil.B., 1935, il,;.P.L.) 1936; LL,Ii., 1935, In addition to these de- 
.grees he has taken courses at Pace and Pace and other institutuons 
in accounting,, Ee has specialized in the problem of taxation, 
administrative Iaw, patent iaw, and international law. From the 
period 1332 to 1942 he was employed by the Dekpartinent, of Agriculture, 
Atiiong the positiqns held by nix in the Department of Agriculture 
were the supervsion and direction oi' the financial activities and 
financial s~ytem used by the Puerto Rican Coffee Corporation. Lost 
of his work fcr this cor;>oration was carried on :in Puerto,.l3cc. 

In addition t,p his duties with the Coffee Cokpomtion,. lie 
organized the ;qrogrm for the View York.S;etropolitan Xilk kiarketing 
Industry, He instituted its accow.tiq s)rstem and sqervised the 
installation of its fiscal and budgetary control. This activity 
was one of the most important milk co.ntrol. pogmms ever instituted. 
It hiandled over 13 &llion pounds of mill,; per day. Other activities 
in Agriculture concern themselves with the' Southern Rice Industry 
and t?:e Dairy Products karketing Association, Incorporated. i:is 
ac-tivities in connection p:ith tile Southern Rice Indusry 'included ,the 
supervision of the activities of fifty highly skilled audito.rs who 
were ekmir,ing the' rice industry. Ur,& his supervision there were 
developed uniform systems .of accounts ,for rice iiLl and rice milling 
enterwises. I 

In the Dairy Product 
fiscal gr0gram.i.n 

s i\iarketin;s ,:Associati.on 'he reorganized the 
zi-le 'butter and ctleese industry and installed 

i3ventory control me-lhods. 

In 194.2 he left the De$)artment cf &riculture to take employment 
x$th the bar I-reduction Board where for a brief period he served as 

'Chief of Bud;jets and Accounts. Ijis duties with the ',jar Production 
Doard were followed by a short term of duty as Budget and Finmce 
Cfi'icer in the Cffice of Strategic Services. In Ha3: of 1942 he became 
Chief of the Administrative Branch of the Kational Cf.fice of the 
Office of Civilian Defense. His duties there included supervision 
of finance , personnel, and adb.nistration, In Nag of lc/i4 iif? left 
Q.X to F>eccme Director of the Office of A&G.nistrative Finance and 
I:lanageaent of Smaller Kar Plants Corporation. 
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CL? 2iover‘lber C' .“, i945, he left the ~overm~ent service to engage 
in private practice as a ConsultcLht LY Z.L~~~~~ge~lellt and Gover~lental 
Affairs. At the pressent tize he is the Lead of ii. Darlington Denft 
and Associates, and Vice-P resident and General Ikzager of the Xlamitos 
Corporation. Blr, Denit has at various tiims beeri a rmxber of leading 
civic organizations including the kshington Board of Trade and the 
Xukcipal F'inance Commission. 

Fk is the author of %egal Aspects of lk~3~fiditUPZ CoiltrOl in 
Federal Governllent,'! I~Contemporary Ikgortance of the E$Zonroe Doctrine," 
and a frequent ,conk,ributor to magazines ~;nd periodicals, I 

. . 
Iiis subJeOt is J1ikir Prodfiction ir, Small rlants." 

.* . 
jiR. ‘D&T: ,, ’ 

It is 'perhaps needless to say 
. 

that an invitation to address a 
woup of this kind is regarded '0:~ the sjxaker as a privilege not 
ky in terk of enabling his returr: to the scene of 50 many 

* bureaucratic experiences but because the speaker believes, and 
believes deepl;:, _ ?n the vital importance of the things to which 
ydu gentle!aer, are addressing your collective intelligence. 

?elore tile war, I 07wled 2 ram;.1 cor;mr&tion and a plant. I 
closed t&e plant &xi*,? the i';;-r &c::ut;e 01 &crt:~ges. Sinci 
g0i.n~; to the ti;si; Coast 1 ;;::ve ~,cC,Uiy+ d ;i SU5.J a a,:--Lnl;ja.l inkey;", 
in 3 icrger rn2hufacturing plant. &tl,ieeI; i;;;.o:;c: -Lvio j,,;,,css 
ver:ture s j.ic s >-- pariod 'of oJ;$eri~l~c~ 211 c cQ;:l(: ctior, IjZith Tt;l e 
only org2nizsd ~overxrxnt dtfort jrr ~*ci&-j,on to fjflliill ,2i..ilyts;. 

' I'l-;,.ii; ;>r+rs GS fo-ptiAhi;qly or K-$ortur;ritulJT:i, i;s the C;;se m~;Y;T j0, 
50 .tb,c spLoller liar i.l;2?lts ;&rpora-tion, ;;rl orp:,niz&tion created by i; - 
~,tatui;i: June 11, 191;2. ' 

I3sfore exbarlcing upon an ana?.ysis of the Smaller kk Plants 
COriJoration, ii;s prOgEms, its dsficieo:ies, and its lessons, I 
should hoin-t Out -that I consider it the prercgative of a*i-etired 
bureaucrat to be sor.lexhat caus-tic 2: his analysis of bureaucratic 
&OrLC G,,ilngS B I shai+, tlierefore, a-tteer.-@, i-o de,> ic-t ,for jou today 
a realistic picture of the &alier t&x 
;ions. 

.2ants COrporationts apex- 
It will be a picture xhich Vy~iil not be reccrded in the 

administra-tive history of the Hurea:~ of the Budget. 

Small &ant i'rcgram Aior to SWC 

The Snaller i.jar clants COrporaLion xas the our,grow-th of tLhree 
rather futile gestures in the dire0Lion of a small business 
0rganizatiOI-L for war prOdtiCtiOn piiT;KJses. I need refar only to the 
most pronounced Sestux, to-nit, the o~*gsnization of '-the Contract 
Distribution Division of i11e Liar I'roducAcrl Doard. .. . . 

T!?e Contract DistGibution Division, xhich accomplished nothing, 
is important only because -it marks the beginning of 
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a series of solecisms in organization .xnd admistration, The 
initial head of the Contracts Distribution Section was the 
2onorable kir. Floyd Ldlv;:. ?~OVJ bear in mind that vjas a Division 
prq!lot;in~, scrvicine and grofes:six 

4 
to specialize. in small @ants, 

ia. Cdlum idas the 2resident of the fitl~s Cori,oruI;ior,-~anything but 
a smail investzient .firm;a i~omber of tht: Eoard of Directors 01 
United Fruit--alsoh&dly 111 the class of small 0usiness;'an.d 
identified throu&out his career -.:itl; organiza~tions of size and 
stature,in the American business scene. I don't mean to imply 
that his sincerity WLS on trial, but I dc mean to suggest that the 
administration erred in beginning this small business ad3inistration 
under the leadership of large business training. 

As mi;;Ilt be expected, the attitude of the militar$ esta‘blisi-n~ents 
, 7;:a.s one of very.,regtricted interest, an interest,.dixectecl solely 

at production. , For this re:.son there i'::!s a very justifiable. c:n&asi.s 
upon the rapid conversion and ut ilization of large production units, 

I must insert at this Taint that not%Lhstanding the eloquent 
utterances of SUM of the heads of sxtll 'business interests in 
Wshington and out of Lashington, thcl: ;;ie business u.nitsY-the":kass 
production units--renderedrscrvicc to tk nation which history 
iiust record as being the out&,&ding industrial constribution in 
.history to date. .., 

f 
Congress, in the meantime, beg::3 to groi'l restless under the 

number of compl.aints,which channeled fro> small plant operators 
I the countr,y over, Now lot! s be real&tic. &nut this Doj:nt, The 

complaints of course, wcr; +o .t,he effict thkt the small @ant 
operators were not being.given an opportunity to do their bit" 
f'or tnc nation, ?erhap I ,31i: +ing just a little bit cynicbl'%hen 
I say that my own concept of the situation was that thosmall plant 
operators mainl;~ ii;anted,d,n chance to fight for w& profits. In any 
event the prossure 6;:ich came u>on Con2;ri:ss for'an Lncreascd' 
participation of small plants in *iJar Jxocuremcnt b,oc;uno 0verv~Zlming. 
The cor1:ressiona.l response ~";i;,s designed I am sure .for the purpose of 
-clicving Con;;ress of the direct rcs~~onsibi1it.y for arranging in- & 
crossed contract participation to small ,slants. 

The cpntract &stributio:,; in tkc early st,t:&zs of' the thing 
operated somGthi.ng on the order of the ovcrfloning boW1, principle 
in which the large man;L"actaring 'Ji?i";s received contr&t awards up 

to the capacity of the bot!l and the s.~ll ,Lo.nts raccived the owr- 
fled therefrom. In scme respects tixt s'i:is bjr no mc,ns as critical 
as it would appear., 1;~ di&lt,.hclvc adquato knowlcdgo of the 
capacity of the bowl from a mx,rn, ~~~:;x;llt r;nd tinginci:ring .standpoint, 
Kor did wo know the financial nnd toolin;; cnpacitics, of our srk~U 
manufacturing units. Those units ?jzro untried, snd.the militkg 
establishments could ill afford to risk an error in experimentation 
nhi?.e distributing contract av~ards to p?ants ii-1 the smaller plants 
cxtc-gory. 
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i.d%erL %ublic LaqJ ,<,Q A/ 3 (under Glich the Smaller i&G i.lants 
Corporation Las crezted) xas cnzct‘sd it recited in its terms a 
very limited objective. That objactivc zas to a$ci war ~aoLili.- 
z:ltion 2nd production by making the maximum use, of sm2ll plants. 
That is impor%ant to ctinsider because Condress set it 'up in the 
plait wo:*ding of the x-t that the fundsnenal objective of the 
corpora-tier, nas ldA:Lt L r;Cg,i)CTIQ){. 

By some .,;etL:.lorphosis 'of thou;;)lt the ,smallc:r Gar Plants 
Corporation bi=cme symoblic of a crusade: to s;rve not small piants 
alone but aiLsma business. Up to this timt: sm;rll business had 
not been ccnsidercd tc bo.in danger, at least not to the point of 
elimination. There -xasnlt rxxy very deep dramatic quality in the 
purely I.c,;alistic asg2cts of the SiKLkr :;ar Plants Corporation, 
howcvsr , so the dradtlra cas.supplied ,by .a crusadet As in all crusades, 
there had to bo both an objective xi:> an C?j$JOsftiOn, The opposition 
became the milit;:rg esta'olisl-ments, thr: 'liar Production Board, large 
business and virtually any other voices -t&t would be raised quietly 
to point out the lu C~ct that the difficult,;? L n World %a.r II was our 
total economy; that perhaps we could dofar the considcration'of a 
program,of di%rirninetion in favor of one segment of thd'e&onomy, 
Those voices fell on unheeding cars. 

1 mer.tion at, the beginning that an error was made by. the Contr-ct 
Distribution in the nppoinL%ent of &ir, (3,dIum. The second suitable 
appointment was that of General Johnson to the C!lair,mnnship of the 
Smaller War' Picmnts Corporation. Genaral Johnson Gentifizd as he , 
W:JLIS with Johnson & Johnson, could :h\ardly be clasiifi-cd as. a‘smail . 
business management mm cr a man having more than.an academic 
interest in the welfare of smai.1 business,. Having committed two * 
bltindors the appointing authorities swung the pendulum far in the 
opposite direction, me small plant program had nox become a 
matter of poliCica1 interest. Lr, LC?UQ~ Maverick ivas, ap_?ointed 
as Gncra?. Johnson's successor. It was pointed out in discussions 
shoptly :;ftck 62. i.A -verickls appointment that somewhere 5-n the new 
chairman's life he had bcdn a small Business man. ?olitic s, of 
couysc, had nothing to 410 with It! - - - Z..uch! l.;r. ;>laverici< WiS 
appoi;lted za::r.:iusc of i.is al,ill.ty to 52~ and understmd i;he lG~l~i&l?'~ 
in ii;ls!:inc&on - the rc'i2tionship CT those: Opi:J?iltiOjYlS to proAxLion" 
and tllc mZL~ilLation of smtllll plaints. p, 2 sreztsst error cf 
i,, r ^ . ~rL~,-fl;:l-ic 1: 1 s actiinfstr3tion 6x3 t:-ic .;:uch more pronounbi:d, tendency 
ujlich he dis,)l::yed tow-& aggrandieir;,C; th<:-program of the legisla,tive 
powers $ven to the corporaiion. T:?lJ.s tilt: sJ'sI-'c; be cL2le 2 highly- 
publicized agency of the ~o~rnment znd one which boc~ne a ~dnter 
of constant controversy, &i 32rl$ Cijv,ycliillj.on utter~Ilce* Cf tht: 
Chairmzn was lf',,e shall ri&h-t, on eyory front; in the f:;ctorios; in 
i~xshiq;ton; in the !;cLr Production BOLX; in the banks, we S!? nil 
fizht on all L ?ronts for 1,ittia busintiss." ,ind nli this time little 
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l!USjrieJE ymr>,S sg(>jen,rI prej;f,:/ ‘pre11 ?I:- je”,s~>if. “he fmy ,-,,n.d >iay’ jrere J 
@-J%3q; a fern: ccntracts $2 s.~all :x,:;ines:. .Ne of a:ourse, :sed thcs e 
cvn Lrac !;s in cur Sta t:Ls tics 9 presentec' to '.l;ongx?s s , ad YE ('id xnrk 

w',t an c? C,'1*e(>iS~~%$?]i; .t i; :zr;. Tgl :: &? L: pa la. F,' CI Tfit,-~:d3r.~ 0:~ am: 813 agrce2en-b ~xLt,h .the 

f'oryies &<rz-f;a,r-J- ii;Iln.x -&lareby .t;9:2 .i;vsr ‘b: ,y.::jd * I I) 3iat-y grncio.lsly con- 

seri",ed -to rm3~nize our exists2.ce -t,c -$I:? extent of jyyyij-:ie:yi;lG 

sy~'i-22 5heticaily vur cm-!Lficatimx ci' :;inall piants. Let !?le make I - 
~oS.ni clear: 1 da1 ' t co;Ttend ,i.or . O'M? 9" ?!21etant t!-G!t <- _ * the ;xwxre- 

7r~nt f'u:~i:~tioi, so-called, 0:: tile Sm,?I.?. 3r War Flar!%s Oorpration 

'iE!S a. totsi 10s:: , '-f~cy+q;h t.;ls!; 1..-~ecjt>~:?isj;j s onle of the sma1.i #ants 

which late? cox?ilec! an envi.able 'w.zr ,req:ori: were bpyph-i; o.fi;f~cizliy 

-f,o t,lle at i;eI~4:,i,q~ oi.' tllc Fy:rocu.p:::;it2?7.!:>' SC:- z 'C.LCGS of the Ar,:1ed ~Posces. 

Tke i!;l~:or+an", ;Joi.>lt -js ;l(y\.,r m,i(zl> "Cl-e ;A-:':'- ,11 yI icct2.ve a job 0.f war po- 

&.lction and xx'- xobili.zatio.3 the n;::sli plants could have accoc@.shed 
had the o!?.jn,ctivs Seal pecisely ii:G ted j-y accorda:ice with the 

',e~isl.ative enact,.::mt . AS :‘i~t is .< 'c:c? ir:se&1,1tJec pro~rans ?Ylli.ch were 

9C percent iin’teresteti. ii1 the .;'utv.re 0 :' ::mli plzwts as c0rbaste.d 

;;ii;h t:;e bi;sil?,cs c. " 0 .I' t, j:e cj::‘?--yQy " ~~po~:2. I tio:i and the vi.n;rh.g O! the 

war . That error , condoned in :J asiXLii$on, is the ixoat in;;Jortant error 
in,tYerrgs of 6:x consideration of crc2il plant mbili3ati& and pro- 

C?W!ti.CXi. ‘:r,% 'oec:*yi,e pa te rT.3.ijms t,ic ; ;?,x kcam cra.sac'ie.rs; we becme 

, many Chinp rot re:-iui2:eti for ac t2.a:; at hnc?. 

. 

'de have Seen taikin~; here aSWit :!.n?.li &UltS , ail+ it b ecfi&q,e s -".rjr 

i q$.nl'ul hx3.en to endea-v-cr to de9:i.ne Cl.v3 sixall plant, so t1ha-b Our 
thi.nki.r.g doesn't, go beyond the thi;iS&ig n.f: the S::*&ler L;iar Plants 

Corp::ation, the history of vrhich YE are using. as a meaz~:?rmer;t of 

o:xr future ,-,lanri~qJ. 

,* (1 

k? ari:itmri1y Tlclo, Llci +---qj -2 ~~.'~;l.e-of-",,,. _.j hm'r, that ?a ..snall plan-t was 

a r!lant employj.ilg 500 or 'less el??)lo:reOO. .L 
dei'i;litiO> me's by n0 mealis iil.f~kL!!tlie, 

-, : . . 
;Te ?ounci Chat tlzis arbitrary 

irct,u?..:!.ly ‘a, snail gant, for 

econo,mic cons~.clerati:ms, 's bet her :~;if-ined as a plant, (IOj.ng business 

o.n a loczj. -atheE that a naG.onal. s c:!le 
. 

?mving no sli%idiari.es, and 

operatbg -d;?ciw wbt may be cailx! c0mentr.oter3 as contrasted with 

di,veysi.fied rpwzapiverl%. This is Qy7 no n:ea:ls pe:'fect, ‘vQhat r:e tried 

to do was fix our at-Lmticn !ipom i!?rEe piznt opera5nns -zhiCh neIT2 

lacking th:;? ck:arac-teristics Of so-called 55-g busi.Iless-lWge ??Sea??Ch 

staf'fs, highly techica!. ;gurchzsir1,g ;~pcec',i.xes 7 t-*-d-; oh-t, line , . *,, .G.. 1: .:-.+.t - :. 

scienti?ic mnagemeni, yedeter&md ac:sured ~::'inal2ces . Those are %he 

:~Mngr; in v:hich success ful big b:;sf2ezc: has an edge on successful sm.11 

bueines $3. 

A-t no tirw :":id we have any jwCifi.ca-Lion for raL'erring Lo small 

piants a:; small. bL.S ix%3 s . SliB I1 l:)-~.:.Sinc-:_is .~:e rl]ir!.ji ;?res-u;::e i3ClGdeS 

.I c:orner grocery stares, dru$ stores, valet shops and the like. 'i%e 

pu-?pose of lilblic LavcGO~ was war god:~ction and 778 were not con- 

cerned with qy-!;hin.g but, ,scdi na.nu:'ac-;;uring nlsnts--le~aX& con- 

cerned, that ,is. 

. +- 
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;k? h2VC i1lC,iCC: ted zp to this ;3oint: (1) thzt goat care should 
Se t&en in the selection of pcrsoz;lci i:nd a detcrxh-tion to select 

dnd i~~:;~jirl~~l;;il.y ~ssocir;.,cd bJit,k S:l211 piant 
Lkited to the objectives 

s;xciiTied in the lzx; 2nd (3) orfiotior2.i gim~stics iri the ~?rxtical 
~p~~.?,t,ion of thy PYO,,.,I~ES~ shoul..d bo ~:i.i~!;i~~tod. ijiolntion cf these 
funi?twn',z is iznded to re'l;ard tpLe ~;ffcc';i-~re o;),orl;tion of the C$:aiicr 
I;ar I:1..nts Cors.orntion. 

‘r'fiu :-',re con'3 iirnm, 2s I u:dcrs b .ri<J. ii;, Nith an a.;l2l,ji3I;s 0: the 
~L;SSOZS of L~IC PP&. to the dnd t,hl:t y<jE m;i'; adopt &;>e:nrj:y.b:Lz 2nd 
lpT&s e-.r(Jneous rules for f-pie fufurp* ?Y, ..GV - ' i,:~c.b,, 1. oeiievc to 'ix the ::czd-nlic Y . 
function of history. in looking zi;c:-A, !.aor‘cfGre, xe must give some 
cocsidms'tion to :JrCSCXit trcilds and taxkilcies j.nsofa* 23 six&L $Ia.nt 
operations apz concerni:d. I q~ot2 no ~t~~tistics, Better stxkistics 
fiicin those y;hicil 1 ii>vC> at 1p.g i~d~~&j.^4;~ > 1 r c O.Jm~aixl c?.n 31: 03 "Lc- ? +<>Z d-lc d by 
ri! CourGc 'io ':; p,,; -f(> c r\ rdc, rJ I, 0 f the li‘r Dap:~.rt;ncn$, 
4& I;c 

I &-St?;7 t11nt ,lthoug:i 
s~n;lil m,znfi.f:>,cturor ;~;ls -:o br: ;!:ltejytid &o&-jy z.ftCr ~;-TJo;T by 

vil-f;j2 of tFlt> &crcc cf IJgy t,r,>:.-tkAo'iic 'aurd2e*acrats :-:c xd the iris;ti&lc 
q-Jpet;i$.cs ' .' ' of 31.L bI:sInLss, 
vitaiitji. 

.Lhc cgiyno to3.q is shoring surprising 
To -0, sure 'iha paiitint is j,li, 3ut hjs 5iFT ‘r?Usiricss 

competitors ,l~re jus-t, as iI1 2s he is, 8!iail pi:ant opcrxtors, of 
ntict 1 cl,17 one, possess a f:.irly . - LI_".II ()1-j!* .-t,titu& ~ Lo dop't regard 
tho Ford &&or Comi>cnIi or I'-cncr& Z:Lcc-tric ,~.a enc:;iies, Yie don' t 
ova rcg,?rd t!icm 3s dangerous . conpot3-"or's. 32 c amp te i:<.iil $jffere nt 
prOdUCtS, ive m~muf~cture for diffcrcll'> :1:~~~ets ;::t ijifferer,t pri&cs s 
We cor;!pcte on a differenS :Li-:vc1 cn-iirclz;, 1 p0sitivol.y rci‘usc to 
Amit, I care not c~hat the st&istic 3 ~;:~g i_?t:, tJh:zt, t!-93 sa.iL: pivlts 
Lnc! the six!.1 x3nuf3c~turing unl., ' -I. S ii1 )$yrQr i (2 y. Ire in 62:.ngar of elimi- 
r,?^tion. There 2re tendxxics toward _ cc~nnco.~tr~~tion--the &&&tics 
aili certainly prove that--but when you s.n~lyza those industrias 
v:?ich ax bG.ng coaczctrated zou v2.l.Z. find that tne QP,SWCT' lies not 
in 3x5 pyramidin, o:[: Siz i~usin:~ss. 'II-K? aAstror is found in t:Yz 
dc+mand of a cons ixxin~ :xY2l.ic for gr~:c,tcr efficiency, ‘I~Mci-i xny be 

fourd only through m3s.s production metl-ode. Gr. Ikllxe announced 
shortly aftsr %i:coming Socrctc.rg of Co~~~~aercc that he as ,;oing to 
fight agxinst ~.r;lOilO~OlitiS cyd, expzp.di~:g l~ig :)usiness ant f$$t for 
xc ii business. in the ila:4ir, sontenco ht;! sC:id tii2t I;he e;J2y to s;.vf: 
s1a;ll hJSiAQc: c s VJa - .d by utilizing to 1,iic r:~zi.d.m extent Our concen- 
Lr3ti3d !il?,ss I prodiction rosourcosa 1 ].;;~.~r~.n 1 t piad an op&rt,~jLty 
to plzgui-! t&z fgyKqor .;ecret.:r; :Vi-i;ll :L rilq:3i..:st for 3.n ex~~i.~:nr:tion 
Of tki:+t i?pp2F2ntlAF CS.OL:.?QOQZj StLi’t\>i,iCIY~, ..,S JTtit, but S0IwilCm -tll;: xhole 
S::xl.i 2:;1::n-t p Ictuyc kiii: 2rfi ,y to co:lsist, 0:: 2 yvk-j&ou:; c;r-~rt ,or; t;lle 
par-i of pOlitiClcll?S to silhoucttc :.-&. ,jq;ll'.:,~izG <1 ~~~o;~i<~~~i t;hich his 
littic found;:tioi-. LVJ re;:L~iy. 

I saGi i ;:cx~ldn!t quote! ,2ny, st;ntisti.as, , Lc:t .ii~c give Just ora. 
Ly pL2nt is in pro'o3‘Ljl.~ tl~ Lc most ;xxm~.:ncnt:i~y ;gxhIici;;cd ;lrGa in 
h@x5GL. .Industrklly, tllc Los &+:ltis :4r~z is n&x, Yusty, end 
vi~,orodb. At tlic bq;innin~ of th<Li Wcr i.,;itire wcr2 2.,&E plants in 
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that CiX8. 

-zrca 2nd $2 
k;t the wd of th3 ~w7.r tlzsx wcrc 8,400 plants in that 

in the sm:~ller plants cxis;;ory. Go-~mmcnt officials 
2nd Chiamber of Cormcrce offici:~lS put on mourning. Thay snid "The 
trains vi11 n~wr bo .2:31e. to cxry t.?lc peo;:lc? aw;iy from "L. he XrY? 2. 

These buskxses are going to die l&i: i'lieS,'l To&y .‘;h?erc me 

S,gOO Srnal.1 m~nufz.cturin~ units! I& siriigi,y c3n't find i7hcre these 
busi.nlesses are failing 3s rnpidIL~~ '3 the statistics woxid indic.?tc; 
thc3rcforre, I think you are safe - for iJr$l-lcdi,ltc~ piirposcs r!t iecst- 
in considcring,th~t future mobilizntion for produckion must' comprehend 
small plants, Alley will not bc ciimin3,ed so soon that you :,on!t 
concern yourself rdth them. 

It Shpuld be in$crpol::ted ni; this point that the snail phiit 
is tkx plxq7i.q; LyrOUilCi, the experiiikxital stntion. That in my mind 
accounts in 1.1rgc' m~z.sure for the l.::r?;c;r z~~~"cc cf failure. You 
nc!‘Jer llezrd of iaan(;ho~usa or i"or t-j IJndc r+ '1 i - U,A.ng an untried ad 
completeig .icyJ product of scffic iti;lt3rar,t kQ,Jdritor, ThO SC COiZpUlioS 
~:':ill ac.c;uirc th,z Invention z(Jy c Qilsig;.:y'- :' L.3.0:i :Ifta its produc.Lion 
2nd -~-$ts t~n;iq~eyi-p; h?.*rt: 'oecrL c~,yL;3'&~,;:~~ j;, ;l ,yfl;:.JJcr ur$.$, Thzt 
condition it sums to xc: 31?ts tha st..gc for the p.xptu2ti.o~ of thi! 
Sm;zll $L2nts o;.kxc?.ti~ns. They bill. y,,ia::j.n b~c::.~se L:?oy constitute 
tkx proving ground of jndustrisl d~v~‘Lo~~;xnt, 

One 20~ii Faint, iie hnve in thl.S nation a cspit,xl.iStic system. 
The capitalistic system is 3 fret enf,erpriSc SySlxm, Free eritcr~rise 
is not , SynOilymoUS xitll Sm8ll. 'business. IL is S>JIlO:fliiOUS with frC?e 

busSss * It is not deptin&nt upon bwc 3 QiJcr.2tic cncoura;;;ement for 
its su’csislxnce., 7JiC tendencies to iriCOr&JOY~te SX4J~bV3lncss 
?hith free enterprise ic2.d to poculi3r pr2rnisC?, i,;.bd j,rol_: , ~~owxenclent 
i;ould propose to, insure free enterprise !Jy i "t3rotectin~1t Srxtll r> * 
busilnc'ss ng:Anst big bwinesS, 1 frep3ntly ask thq qwstion !'at 
wk,at point is tlx propess of ycti-i- ;:;tusii~.xs does tilC GOv~~TCX3iTt 

k;;ro;< ‘~nfriandly’~ 1’ All bus iric s s h...~~ t,o opr2td with the objective 
of exp:xaion; ‘:~:itl?, the objcc-Live of pxter e.~rniii~;s , The large 
y;usfncss of today ‘i~'ag t,hc smail. 'JU.S~LXGSS of psterday. D(.pyi-Jc 

j,tlsiness 01 . A i;he 0b.j ect!Lvc of expans <.oil ::.r:d ;~OU d+?pri~e it W?X?PS 
of one of its co~iyetitivo osS~nccS, x za>?, gcntie:;.en, t&;t iX2 

don’t need in 01~1’ ~~0vcrnrilcrI-t ~‘Qyu~tu~.~;, in &:ICC~LIJ;‘~ 01‘ in VLU’ttiC, 

x;y -Jgcylc;r p’gr+rtjJy; ‘LO !Jcat it;L; u;i:“qs :j:,;:1jfist i;hs rest of ~‘ihe 

g-wr:l;.~ent stru.cti;rc in 2.n effort 50 ,,,ys;~~-~i-~ ~orfii: s.yjr121 se;inent ,+, 

of the econo:ii.y. 

The intercs,k of the militnry esta i;lishcnts in -time of war 2nd 
in periods of wnr p1anni.n:; must bc .?n interest in production. E? 
knovi now that the industrkl C~rr~y c,nd Lhcj i:x~ustrLzl tii;lplWiiWlts are 
of equal importxxe with the men in zrmSe Pit tl-ie risk of being 
criticized by w~;ry pxifist in the 1x4 nnl3 by representative 
purveyors of economy in govt?rLnmont ,axI by business non I insist 
tI!lt we cannot cfford, in years of ;3occe, to ;,eyfAlii; 3 <;i& diveroency 
of thinking and ZE utter laces zjf infoxc::'tionzl exchr:nxe bctv:ee:n the 
milit::rg Cara of our rl .-,-ion a-id khe i.ndu&ri.:il arm, m w.-,:ki~atc, 



contimed 2nd 
to our i".Jture 

unyidldi~~ conjurlctio:; !;,,;yvJc,;n j-J10 ti':rJ a-p<> css<ntjJ-J 

-b;cl ;-J:rc . 'T+c i:lilit.Lrj~ 1:s bL.tiJI L ~'~~ishxisnts cannot co!-rtr2Ct 
to build certain or_,,inzs . " ~ m c~.YL ~i~,'&'~iqLT~.- 1 ;.Lmt iull.oss thcro is a 
kmJldgdgn;f,t~ ,zviL:'olo irkustri.21 tools. CXlg:ht, Unpr~p,iTd in 

?” . i , wo rapidly i;ooK 2n industrial census in ly3y. I 
_ don It k~.cri hoi% nany years had ei;>gstid l;iil::e the tiKie t?iC plY?ViOUS 

iq.&striai ci3:lTjLLs ilid bcsr, t?&cili J;r 1$$.5 it Wls prO?Qosad to 

Co:qg-ess tt& it, Kight not be a bzd i&c to Lake anotlwr industrial 
census. Eo money was appropriated for th pur~posc. 

If .kjlC \&-,r 2nd >iavlr Dop~~+~~notlt:; CC.~ do so, they should dorlxid -_ 
.thct x indu stri::l census be -t.akcn ~nnu2.ll.y. '1 ask gon ':toW cm 
you dccil in'mlligzntly, ho:: cq3ou plan iKtclligently -42x2 you hrvc 
CLKK absolute leek cP l;noxlt:dge of the currczt condi.tion of your prime 
pl.m,nir,g factor? lie nest 2:ncS.i 210-i': m~nylg r.xchinc tools of mch type 
.:‘.yy sprti.:d in how rx:ny pl.mts, znd i;'l;;r;t klle gcograpkicai distribution 
of those mmufncturi.ng unitis fight ho, 

2-x i~forrxtion.3. cxchznge shouid ~?ot 'bo om-sided. Ag2ti 
L&i@ t'ht2 i-:-Sk Gf COiA~lt2tc ixilit.?.~;/ C~i~,SO~S'rii~, I ndvoczte USiIlg 
the TUi~3 of mxson to SC sure thz-t thz xilit~xy ?orccs pursue: tke 
consknt pr:.cticc of ccross-the-box4 ,ztivlces to Americm industry,- 
z?ppr::ising Awricx industry of tl-'> .cI &:vc;:.o~mnLs in ths research in 
mili-t,:ry sciences an? procurement techrAques of the 2rmed forces. 

. 
Tooi&& ckm;tis :.rti difficult to rZCCOfil?liSh. Of ajhnt i;:,:JortZtince 

>JYL~ i", 5~ to dt~~~~~oL3 (m &!LpiGIy..cnt ?zInjc:_i ::ili i...r~alg ins.2~ FL 
succcssKL Ixiiit:lry xhicvmmt 0nL~ to' iind th:::.-t industry cannot 
:xvduco it on ~2 KZSS ;3roduc -Lion btsi~ for cionths bi3c2~~se of spxial 
-~ocjij& p=o:.;l~~.rls? At tj:e be@nnirAg of the >*j::r ve siqpiy didn't icr,o% 
;lO'*. ;:iq' pl;..nts iL'3 ><.d, nor ,:hc_ri: thi-;;y ume, T~li; ;;rro'rs t,hztt nore 
in inciustri..:i reports o;tailxd 3;'~Klilitl:L'y 2nd civili;Y= orgc:nirztions 
-3 3 '- i;:ts 2s 3.94 ;.;nd U;d Scgi-nning of i?Ll.5 iiord ~z~pclllirig e 

i';ow I& I s ;~SSUXC th:lt 0~' pi;,nriing LIZ:S rcachud c point iih,zre WG 
il,.Ve stit thi st>g~ for* :i nod: >,criod of moi~iliastiorl for LY production. 
iih2.t 332 w going to do. it1 tk jgltorti:~ :L&. nt tl-iL:t r,lol.icnt to ovorcme 
the mist&es of tllc p.:st to *&ic;? I i::.vc: z,lluded? 

Point 1: The s:-:qLL%ll pl::rlt ,;.;r~bic~~ &igaid be sti,-,IgLifitid to the 
po in; wi-, cr3 1 't is rtico@.zed ;?s no-t;b!inp; :zo;~'o thrzn 2 ncsd for ix- 
cor;3orstin:; in the xikLtz,r~~ or-0 curtir.K?nt :;c:rirlci;s. xid in 
controf. dq;znizations sp,c&.ists=~e~ ;jhO undcrsxxd 

the civ~lix! 
the slana;7ammt, 

:3i;ructum, xd the ncin~:f'::bct,urtig .xi;>mds of Si:i,Ql ;>IZrl l;S , A sep2r:zte 
orgmizntion iiks SJT is both unnocoss:.ry ,xd confusing.' It ~XG:~~CS 
::nothcr SurcSe:ucratic simp to i3~ pull.cd I'roin th< fidld of 5he GOVGXL- 

xcnt . 

l'b,e l::st !-nc:ilor+~ of c?c sixa:ler .~2?r F:i.,:nts Corporation ms 2 
hidcorrs s>tic.t.:ck. af l~uro;*ucr;y;ic suif-p~rpetu-~t;ion 'ucc~.:use the . 



purposa of the act 3s f,z.r as possible had been fulfilled and there 
remained only':! seEish emotional effort to create some justificztion 

\ for a new act. The principles upon :Cch the nev~ clforts were made 
i7t?~.+~ ~3s un-ilmeric&n 2s they ~;ere i!n~r,~ctic~ible. 

:ie must assume In relation X0 plamin~; ior future moblL:i-zatron 
tha-5 the time element T&U be important. 1 know nothing, absolzteiy ' 
nothing, about atomic enera or the relationship of atomic energy to 
produc-Son, but I have a right to rely as far as nry comr;.o~ se:lse ~511 
let me' r&ly -;pon what Z reacl, It is a logical assYElptio2, I suppose, 
that an atcmic Q:eapon in the han:ls 01 a belligerent can play havoc 
&th industrial installations, Ye ilai~e, therefore, a probles that your 
plannihg must embrace, and that is .the problem of the excessive con- 
centration of iridustry on a geographical basis. This problem arouses 
an argument which agairl becomes more emotional than .practical., because 
the argljnent says. it is un-American to require the movement of an in- 
dustrial instai.Lation from Detroit to Arizona. I don't gainsay that;, 
but it is both American and it i.s sensible, and good eco:lodcsa t6 en- 
courage coristantly the creatiol? ~3 good ;qaEufacturi& ant! produc.tion.' 
units in Arizona. I say to you .that the military forces ;nust take an : 
affirmative and unrelenting position in rela:tion to .this mat.Fer. 

19xild on tile subject 01' gc~grapi-;icnl .ulst;Untions I :Shou.l:d 
like to mc:ntion th2.t it has recently occurrod to me tn2t pur plznning 
sh0ul.d c:&raco a. second Gino, a. res3rlJc $,f: you Wil.]., of industrial 
pl:mts in South Americrz. It is 3 job :?.ppc^lling t0 2' politic?&& 
idcalogy whi,ch in practice is'not cc,hsistept with 'its prezehing. 
On account of the lnck'of economic stability in al.1 of th:: Latin- 
American countries, wivn the possib1.a cxcepticn of ArjgoEtin2, More- 
over there is a resistance P$c'cor .problwx Q:hich is almost over- 
whelming. Be that as it r;iay, the strA,te,gic loc2tion of 3 country 
l-i&e &-p.dor or P&u ip, 1y.q to a vit;il. artery like the 'P::nxia Cm31 : 
is very import.r:nt, I $'hink WC? nay ::s v:pll ,considop as a persistent 
oldmcnt of oup foycign p-dlicy Ss w:ell"%s o.ur,mi.l.it~rg policy the 
cdvoc~cy o_" ‘consi'sttifitly 2mplifiLU ,A ikdus;&&. installations in 
'ccnt,r21 and South kcerj.c;I, ' 'fit: rc~o&es cre there but tht: mnnrtgo- 
p-cnt is lacking :lnd the ,mi.o:l~;y is.lrcking. .I can do little more than 
rrcntion this m'zttcr. The udc;riying ;xobl.e;:is require the combined 
~g~nu.ity of 'our diplomSt$, st;>tcs,;?n, ticononists,, ad :Al_it...w 
ofiicer:;,. 

I shorlould I.i%i: to recapituJa& i;.hc2; <t&-et: points ,whicil I have 
described as -basic in LOU;- tklihkin,; upon aall rlant moLiLi.xat~on.' 

. 
1. Xnovd the sui:.j eat . Such knowledge- cari onky :' 

'tie reduced to ;yncticabili:t>es by c on-~inui:l;; 
jntkilate interc!lan,g;E of .infcrmatioc Lei;-,~een smdll 
&3.nt 0perators.d the.miLi.tarj: establishnents. 
ivhj& it is not' a pi& of our discussion this '. 
interchange is of equal consequence ,insdfar as large * 
;+r;ts are concerned, 



2. Develop an actu:l:l and effective ;~ogr,m designed 
to zncouz'+:c production, as to products wd m'chods, in 
keepinG p i,i.th the l;;ilitag devaloplmnts needs. 

. 
3. 4s tc g0ver1-ilne,nt structure, fncorporz.te in your 

planning the following ele~mr,ts: 

(a)' Do not &onsid2r the small pi?_& 
:jroblem as an 5.sol_etcd pclrt of IWW jmzduction. 

(b) Do not cre~tc 3 sepnratc F‘gency cf 
government for sm211 plmts, but oiaploy 2. s.u+ 
ficient r,wi;bcr of ar:al& plant specirJfsts in. 
the machinery of the War Dcpnrtment and the next 
dounterpart of the \llr Production Board to insure 
that procedures fol.lo~~~ad embody m.xir~~u~i use of 
srmll p12iit f xilitizs . 

In the CGUPSC of my rmmks, I :'!';.xT ZiC!tiS casU.21 mention of 

finances froia time to time. The ~3~~11 pl::nt characteristically 
involves finmci.ai problems. There c:m ?c no doubt therefore 
that mmimm utilization of smtlll plant faciliti.Cs &ist involvi 
some coll2tcrizl finnncing progr:m. Ti;rcxxkiateiy upon the 
cst~~liahwnt of this premise, it will be argued that a separeto 
ngcncy is required for smll plant fir,-,ncing. Our experience in 
Sorld Kar II shoprs this not to be th&'.casc. Let us t&c, for 
axmplc, the V-ionn Progrm of tlic: ri::r DsparWent. 

- 'Il;is progr:m was not :: bmking vcn-t,ure. It nserzted on'the 
simple thcmG that X&n a":.ar ,cor;tr:;ct w,2s grnn&d there Aght be 
si-,ultaneo:sl~~~~:mted tin ndvmce of:funds to aiw51e contract 
fulfillment,. Finhricir,l plan assistanci! ifi rcl2tion to i;ar 

-production noed .involve no zore abtuse tt-li.nking, IQ way of 
contrast to the l;-Loan. Progr&rr '¶ we should look at the finctficial 
progra. of the smell-lcr mr plnnts corgorztion, 

. 
Tflert: are JIi2.fl~iVJ.lo .conttii?d th2'i Y~ilCtevC!r +2J iXivc been the 

shortco:2ings~ of SUYCC in ~l;entiTC:l, tll; l<X&i.r~~; prograr;i i:;lL- r?. great 
boon tc war ;3roduction. you m&r &!<; j& this for yourself when 
I ta1i you that the smiler war plants corporation made total 
loans of only &out 200 riClion doll2s W:iiCh <L&j:lou.Il-L is eaual 
oniy to..about the SW expended ovo?y tee a&-iutes for l&e @rosecution 

- of the war. Loans were mzdidc -to only five thousand plant operatorso 
I cannot co:~aive that c? 1oz.n progrm cor:incd to this insi;nificmt 
record would justify. the r.ecrc,ztion of ;: sep?z~.tc lending cge:nc~y 
for sr112~11 plants in the .t-&.>:-h war. 

1. Another interesting m~;le 02 ti-le ,:;biJFc 1o-n~ is ‘cll.7.t <* _ v 90 percent 
of su&h~lo;tns were sutured by con~,r~c~s let by the siilitnry cstnblish- 
mats. Lie hcid tnen the p~r~~doxlc.zi picture of one Fe&ml agency 
lending against the contract security of (another. In vwWm2, more 
th,m at ~njr other period, we. need such n~mgement consciousness as 
will niroid a series of ovarl2.ppi.n: fu:nctions. 
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In concluding this point then, I say that any financial aid 
program required for future contract&s programs of %he armed 
services should be incorporated within ti.-e fr+mework of the 
military .est~blishments 52emsel ,.res o : 

The:prescriptions I have outlined today,,even if you saw 
fit to adc?t tli-!em literally, would not be easy to accom;2ish, 
Action program and a democratic government are difficult td 
effectuate efficiently. Xe argue, we confer, Ide conjecture. '!E 
iilVWtip3. Since freedo.m,of thought 2nd e:~$rcssion is an 
essential .part of our political itieol.oL:T ih3 cannot vci.pe out these 
im~ediiiiaents. lrrespec,tive of wkiat pl2.n~ VJe adopt, hoWever, y0c.r 
planning v&U. 'be absolutely neanin;;less unless it is translated 
into a prograil of acco.:+.shinent , In tiCiE of l>edce nothing is 
more difficult thcin to o'btain national consent to progress klich 
hare as their essence a planning for futu;s War. 

, 
If your thinking SeCLXleS tile footbc;ll of professorial discus: &on,, 

political Xgui;leilt or business rssistecce, you18 earnest labors will 
be for naufSxt. The lessons of the past must be the rules for the 
future, Ue cannot af'iord to let Li;e ~xos~ect of re:;eated 'vgorld 
de3LTuction to 'oecol:~e ,merely a matter of academic conjecture. A 
v+ise man hr;s observed that lIthe price of freedom is eternal! vigilance,ll 

I say to you gentlemen and 'the depx&nents which you represent I 
care not Vihat o,7position may be p!.aced in the path of the ioSica1 
conclusions to Which your study must inevitably lead, I urge ‘you not 
to falter: Iurge you whatever ,the o??osition to insist that the 
sound resu:Lts of your planning be dctcd upon, The destiny 'of the 
greakest.democracy this pjorld h,zs known 9s 5.n issu.e. 

, 
CAPTAIN IJji?YllI~$:GTCN: 

Are there an>/,questions? 

1 W;ls Ir,tereSlXil in :/Our ,yj -t ;‘. 1, t-t!: :i: r; t. ck>t *tr;i2 q2Jrs&ei th:lt -".; :‘: s 
tal;on i,jlto i;Je’ firSJ;, “* or;c.:l;nl~;;ation o:T ‘i;h,;:; ~i.XiiSr ;j;r T].&n-ts 

COi;~<>l~ tcjL-7 
I. 

i:orporr.tj.on 3. .s i fro;-2 h j. :.,;‘; 21’ :3us ini: s s . Is there L;ny 
or,:anlzati.on 2xng .,& &l;lor i.iJdi:vLi.' :(J'i&~~r~Ia[~ ,fy'(Jjii T&.>yi($ pcv . , ,> pI'DOM::I?1 
coulci 1~ no,.iincitcd to bi: tk:ki:n 1.2 LO ",1x j,;il:it;,rp, say into :?n 
or;2niz;tion .iil:e this Colle:;c: 9 or j)y*'t tilt0 2 '&knning organiaation?~ 

&fl ~ DE NI T : 
e . 

Yes, sir, I don 1 t think tilere :"a;3 any xorth-while organization 
or groug that could liaw been used at the !2f3E.I:'irinL.n~- c; of: the last 
VMr, but fortwatel;~ small business and s,r,zlir 
lesson froni the pro~~ram of. the 'ST- 

plants have le&rned a 

lesson being that 
~LLl.er vi2r PlEn%s Ccrporatrion; that 

the most effective wa$ for small plants to be 
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helped is for them to help themselves; consequently, there has been 
organized, with headc,uarters in Chicago, the American &all Eusiness 
Association. Cf lesser m3bership, 'r>ut of no less significance there 
have been some organizatiorxi slxrted i:i .&xston, Mew York and I think 
ii1 San iYranc9sco. I have been acivoca= ing 0r.e in Los Ann,eles, not 
so much, I must 2orifess, in the terms or for the use that the gentle- 
iYleY? :has suggested but as a means of enabling the smail iolant manage- 
ment to ccmpete with the labor organizations. In short; I feel the 
srfiall plants 'must organize to meet the crganized labor resistance. 

. 
I Peel it is prfectly proper to incori>orate in yoi~r ~~lannin~; -"-L 

the .thoQn,t t&t there -js ;i source ~~~~~~ ts.j-~~i& 'ccrapei;e:ii, psrscrxel 
:;;1;.: & &ya~~:r? in the ~u~~eico~~p";~~~~~ in storms 01 intxizate small 
$!ants experience + 'File fe'v,j ;v!;ic>: jlcL*fe started are catching fire and 
I feel i&at associations vrill r;li~it,j-~jl~~ and FJill uJ.tjJlateEJT 60 right 
a.cross the G&ion e */ 

It set:i;is tc !ne i&at in-1 corder 50 prescqibe eligi2iiitg rules for 
admission to one of %hose cjjganiz,;;tions j'0.d would hav-es to ,tiefine a 
small plant. ~~~jhai; are tile eli,;::2jili,ty r!~les of some of those organi- 
zati011s? 

Kell, T!hen an organization first starts it is a small affair, 
and if enough people V y7jJl b(yomp intey ir. , , .,d,scl in membership it may 
function. . 

As I understand the orgw.ization in Chicago; which is 
the largest ,,pretty'nearly-.any business not commonly idontificd 
in the public eye as being bi?; businass can get in. In short, 
rules or not, I find and I think -that. anyone ?jho is out to be a 
friend of small plants, and perhaps an i:nemy of everything else, 
can get in. But that is not an unusual situation. Some young 
organizations need a iot more people to got going on so they 
just r-el~~ their requirements until i.hey get a sizeable group; 
then r;;hen tkxy 'G~Com of stature they are more concerned viith the 
correction of their princi~~ios an d wish fervently that they didn't 
have some of the people in it that are in. I think that the 
general test ;it the moment is "are you z fiicnd of small business?" 
The future test may come, v:i.t1-; ChiixiSer oi" Co,xmerce con-unction, J 
to 5nvolve some specific definition al.ong the lines of EWC 
conjunction, to involve sor3c ,s;xcis'ic &firiition along the lines of 
SWC qualifications; i.e., a small ,?lilnt is a s:iiail plant if it 
timploys five hun2rtd stage earners or Loss. oh;: d.<firtit.i01i should 
be fli:i,;.iblr ~ If, for eXxXl;>l2, dyi ~u-!;r,;;7&~iel e ,Ltint is involved,, it 
would be a sm+ll giant relgtive13~ ' ' s pe&m;l, -j;: * it had ~,$X.l vm,e 
earners, The emplo,r.aent factor, varied accordin;; to -tile '1ir.e of 
lcdork in which the unit is en{;aged, is tlx basis upon which a true 



definition may ultimately be determined, 

;, 3TUTJXI\I’,yy ;FE’ICz;< : 

* 

In your sxperixzxe how dots produciion per-man-hour in the 
small business compare with that in the larger business? In the 
large business they have Cqar.efficiant production :set=u)~ but they 
do a lot of ho&rding of labor and other things that may counterbalance. 
Did you m,ake any sort of estimate along that line? 

xx. DEI”{I T: 5 
.- 

Is your question aimed at unit production compar=lble to the 
labor in tlx i3lant? 

Yes, man-hours. 

LB. DEXIT:' 

The si;:iti.stics show--atluast tint: spa-tistics of the Smaller 
\&- pJe31$S (;or~ol-ation--t~at the Sil.211 :lnit' Was just 2.55 efficient 
in production 2nd results 2s tIlt2 lClT;$~C317 lX?$j:t. Now all manufacturers, 
I t?Ak, will freely admit that,, except .under ideal circumstances and 
except in connection :G.th a very Limited :assortaent of products, the 
large plant producing on'an equal basis yjith the smail &ant is 
going to have a Ixtter production, 'The reason for that is that 
toolin:; is the backboone of all i.ncic.s~tri.a~~ prodilctic!?, and advanced 
tooling and improVed. tooling I aro things vvnrcn the Large plant 
wcomplish within its own restiurceg. ll??ere is a staf.'F of tool 

c an 

makers; a staff oi die designers; cu;d a staff of machine designers 
2s integrai :xwLs of the larc;e or,~;.nizaiion. The small.. plant 
operator must w3iL until the deficiencies of his machines are 
disciosed, and must then seek t!;rou~d~ outside sources. the +~swer L.> 
to 3s machine problem, T!!";e difference bettveen unit produotion 
results in a l&rgf" plant and unit >31*011:.uction results in a, sJ;rall 
plgnt .I * vvGUld be larg?r were it npt for JSi;lP fac,t that :;:1e , small 
plant cperatcr has one distinc-t ',~:Ivanta;~e, 
ir.he smi?. ghnt or the grcup of rnzn ~i;a 

The ;xoprietor of 
22-e the pa~oprie tars $ 

tiq~p!:nding on the type' of cr;-;:anization, arc closer to ix~cduction 
be cat; <$ e +;i-;e pro?rietar;;r interest is wrc intima&ly joined to , . . ,~roulctlorl, Sl.ip~r~ViSOr~ COiltrOi Of :!dCC~ iS more .:ror.ounced ,and 
mere effective, Yji-;ile tl;e lsl>ger plant,, and the ver,y luge piant 
particularly, must tiei2end upon the ru!,es of shrihl-caje, rilXcZgC?lc:ie.nt, 
CarId 3 series of ei-heloqs A ., if jmJ ,will, of supervisory control. The 
;-rroprictarg ini%rest is se.ldom t~jf~~r~sinjl;tq~~ to the mm 
the mnchine . 

;::hn is rurinifig 
I i?hink that is t,?le best answer, I can give ;KSU. 

'~ 



;; ST(JDE);T (‘-$7~‘ICjXJj : 
. 

I was ~~onderin~ whether in the l;lrxer :Qents they .hoardcd a 
reserve of labor for certain peaii production times. 

Ilit. jJz!iIT: 

The I-drger plants, pnrticulariy in the airplane i.ndustry, did 
do some labor hoarding vrith the advice, consent and hel.? of the . -: . m.ntary forces and the !gar F'roductior Boarti. I know how uncritical 
the 1Zoor situation was on the Pacific Coast at that time. 'I'$:yl + - J a 
critical labor declaration was ever xc& ixs remained one of the 
inyateries of -:iil' production on the I?xific Coast,.because it led to 
an encoura?:ement of the trery thin2 you ;:re talking' about; that, is 
the hoarding of l&or. Lctually the lcbor s!ior;age in small plant 
in unbeli~vablyV f& insLances was a factor ' In peireMin_g perforintl.nce 

and acceptance of Flu i~ror~u-;icL~ coptr~c4~s o * There was a surprising 
abiinriance of labor and I don't think tiiC’t the ronlities of, the 
situation aj.to;;ethcr s.d.~~;~ol*f, tllzc, s-!!~.;is~,ics of tb,e ‘iray L&oi* ;30arde 

-iOu ;Jrox;;;~i-t oi;t \rcr-{ cmiC2;rly c(:yi;a-jn aspects of tllo,;e -jnef- 
. . . 7 f l.ClC?rlC-iCT S X;llICLl I iIC?VZl’ suswcted :I, 3 but i :v,:lnt ,to get clear whetller 

* you recornwnded or sug%sted that the SmS..Ler 5iar Plants Corporation .-b 
would Iqave to corxe in in future +~O’:obiliE~?.tiOiT since that could control 
only a set obje,ctive, ' - \~~l~ ;rou clayi:fy L;-, q+ ‘please. L,. ,._ I,, 

2.12, I)s;;i,IT: , .' 

I axl very &fini.tcly and unalterab1.y oy~posed to any renexing 
of the Smaller 'ihr iJlants Corpopa'tion or any agency like that. KY 
point is that 3s long as there is 3. s9ccialieed interest in small 
plants,' (as there hzs to' be} the mil.iLr~ 12" ,taSlishments as well . 
as the Fountorpnrt of t.he War &oduc;tj~on f]oerd, should incorporate 
vv:ithin themselves .is cll-i iiyterf; r 2.7 i.3 3A part a ~1~x211 business analysis 
group, The L$lailer Lar PIilnts Cor2orn-tion ?!as, a part of the 
governwent structure. 1-C you create 3~ithi.n A ~ovcrrJz?nt itself xl 
S,~WIC.>T dealing with slil~lj. plants i-t COU!.~ imply at least that aII 
the other qencies xere concerned i*!j.th large ;3le.nts, xid the ensuing 
battle, whi2.o i+, would be one-sided, r~ould nevertheless retard 
rather than aid 7Ja.r Iroduction; 

You h::vc indicated tnat t%e ,.*;- ,~,.....i.t:irji is interested in building 
up producTion in ~,r'~,.~ith the bigger xxufzcturers with the i.xger 
machines such as airplr~nes and tanks --th& locomotive industry. Then 
would you suggest ‘- 9 wari of USti~ the :~:n:~'ll piFen&, the $nnT;s t,het 
would ue the subcontractors under the Li.2 ones ?hlich h:;ve the 

- lr, - 



:;l?.iil:gerial <:ni. %t-clinical &ill, t0 Usi: thOSC? 95 the SUi1pILy fOU 
CGr2i3OIl~llts . 7 ucxid you care to torment i;n that? 

Ii.2. rJE?;jrl’: 

I think ow experieixe taught us, sir, that the major f~urxtion 
of ;he s~&j&r piar,"i. was sl&xontractti;l;. Yne sxLLler plant, 
not;?; ith s tandjq t lia t fact , was of service in many instances as G prir;le 
~COfitXYLGtGr , I fi;L*<e in ;;ii;id sorile pi~~~-;r t!at did Grecision WCI~~;. V/O& 
rcquiriq; none L, -xf tb.2 cp,~iy‘rJci;,zpistjps of 1". ,:ks productioil or em;AxLsis 

* il., on c,uantxcy, blle er@iasis beifig c-:ritire:l;; or!. c;aality .zlxj pcrsonalj.zed 
skili. That is a field in ~hi.cli the s~iZ.;aii pant aili ~CK&C~ ;much 
more ef fePti vely > L than the larga.; one, at. least our rtisults here so 
indicste l It rmmins true, kmwevc~r, tll:?t the great coi?triLution cl" 

sm2X. pl:lnts is ii? sQ3cGi2trXting. ;,;.zT .;y::7G,: use would depend upon 
imparting to 1;zge @ants 2 Icno?ledge of availa5le sm3ll plant 
f2cilitios and insist&g that the 3~?r&e :3lants use Chose fncii.i.C?s 
xstead 3f creatmg c;up1icate -p2SO~p2!?S. 

A ,~T’j~~y~ CFi; I$F’il . 
1 ” . ..I. . 

I would liiro .to get s cm ir+formation ,&out the procedures the 
,Smaller i*Er Flants Zorporation used ic Yi.oczting, selecting, arid 
pro-rating ~roikcticn for the smiall &JlXi'iS. 

Actually the proccdurc? VJ'3S ver'y 1 LC~ALL I .'I 1 4: "l,sy -f&tru " ) but it c:as fairly 
effecf,fL*v-e jn a?~ l<;as+ v ascertaining idomiation. The haiLer Xw 
FIL~mnt,s Corporation organized i’:.fi ur1usu:;ll.y krge mmbuc!r of fieid offices. 
Ti:c:ri: were fcNurtti:i:pA re,;io.n:li offices a;ld 192 District, C'ffices. TllC 

. r..l . . 7 7 corparG.Llon .~L,LJ.J fol~o;:e& a pj-nc+;ic.e of locating its off-ices tit 
points ol' fr,.5,ustri.?.l col,,cc3;;t,r<~i;ion. TYG O~gnnizC.ti0i~ ViG,S tias 
entitblod. Lo have pel~sonzlized contact witI its small pi:tnts. it. w n s 
irle?rlt..,'Dle, of cour~tl:, tkL:t so.rn~ fQrri.?;;l cf q3Jastionncltid i;<il.,S CUi~lO~Wd, 

Busincssl;te:l have dcve!.o;;ed 3 phoSS.-: on the sub,ji:ct of government 
qmstionnaires and regi stratioris Were Iargely ols+Laine,d 'oy &ire c- L u 
c o:~~,q!.,~ni c at ion methods in \:ihich the &.IIC~MC~~L.S wzrc CSC~ f'or record 
@U';J33CS Otliy. 

It is my strong belief t>:at in&,xstyi.il &2$liza-k.f~o.n i.nvol~.~es 
the ultixntc in decentr;li~~ati~~ of -t;lc goverrur,ent qplcics concerned 
with vrar pro5;lction. &D?rience *c swms to indicate t2,2t decentrali- 
zcttion of oyerztions without d>,b r 0 -~ntrnlizntion of policy controls is 
the be st ansver . 

Thznk you very SIUC~, i,Lr, Uenit . 

(18 i,Iarcl: 13L7--35C)y< - 17 -L> - 
/-q !p ,?I v I- .! L \ I1 _. _ . . . . !_’ 
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