A T ATR
e b L EE LR
_Ub‘\\l/‘a L\ L 1 "
- i, P

FOR THE DETRHVINATION OF REQUTREMENTS

OUCANTZATTO!
L2 coverber 1947

CoTE0TS

_Page

D. 5ms1l1, formerly Administrator of
. ] . . [ ]

SeFAKRh— Wir. John
C-viliar Production &dministration « « «
L] . ) L] . L] - * - L ] L ] . . L * .

GELERAL DISCUSSION .

Publication Nurber L48-38

TFE TNDUSTP {4l COLLEGE OF THE ARWED PGHCES
Whs:IINGTON, D. C.

A T IR RO
g Beidy L

SRR AN
=ik
RO

R T



s s i ey
Pl . tha
NIRRT VT ACU AR AR G

ORGalTEATION FOR TdA% DETERBINALTON OF RECUIREMERTS

13 liovember 1947

GENERaL McKINLIEY: Gentleren, this lecture is the ninth of a
series of presentations by the Organization and sadminisiration Division.
W are fortunate today in havaing as our spcaker a man with a great
wealth of cxperiunce both in the corverting of American industry to war
production end in reconvertins 1t efter the war,.

Commodor~ Small particincted actively on behaelf of the Navy in
the cccomplishment of its most importznt and difficult production proh-—
L.ns., His work was so ¢fficaicnt cnd so broadly recognized throughout
the war agencics that he wes scleeted as sxecutive Officer of the Wer
froduction Bosrd. at the tcrmin tion of world ¥ier II Commodore Small
wzs nppoanted by the Prasident to h:ad the Civalian Production admin—
wstretion, and ain thet cancelly provided guidence for the programs of
reconversion from war to poaccs

Commodore Smell will discuss for cur benefit the subject of
"Organization for the Determanuticn of Reauirementso® I toke graat
ple~surc indeed in welcrming back to cur plitform Comnodore Smalle

¥R. SMALL: Gener~l McKinley z2nd gentlomens It 1s alwoys o
pleosure and an honer to aect with ru goentlemen. I a2lways come dewn
h.re¢ with o 1little trepidation for the questror period, Hewever, den't
huesitate to ask any questions thrt you like os I meve ferwerd thr.ough
tais discussiocn.

It is a very chollengang job thrt you 2re inv lved in, thot is,
the determination ¢f roquircements fer bhe orncd Services ond the ro-—
latireshap «f these requirermcrts to the mobilazation of our e ncrmy in
tircs cf cmergency. 4 great deol hes been wratten ard 2 gre -t ae~l has
bcen said on this subject, that I krow you =re fomilicr with. There as
no point in my reviewing 2 greet dewl of 1te I will try te tcuch - few
of the high sp-.ts of experience nnd try to light up s.me points 1 thirk
arc importont,

Wworld Wwar II approachcd total war. It didn't get to 1t, but it
aprroached ite We werce rapidly wmoving to that point when the cnd of
the war cames Wwe nover did zet to the point whe re we found out how much
wWe could squecze the civilian economy or how great 8 proportron of our
resources should be devotcd to bhe Armed Forces. But we learned a lot
of lessons. le learned 8 lot of places where we squeezed the civilian
ecenomy toou much and other places where we kmew we had not scucczed 1t
to the limit.

g.j ' _‘, ‘,—:-: v~--;1€ - v.;’ et
Ll

Y
L o




a0 are all agreed Lhat we hone ard pray there will rouv be a nes
energency 1a our Lime, but the shadow of bLhe storm 1s on the horizon.
There ere portents in the sly, 1f you like. You genglomen, whe arc the
spearhead on the material end, rmust be rcady {for that cmergency i 1t
COMCS .«

The past 1s prologu-e You arc studying the past. Only by your
studies and decisions can we avoid Lhe mistakes that we in the Scrvices
made by trizl and error es we progresses throngh thc preproration for
fiorld Vier II end durang the ware

The next cmergency, I think cveryonc agrees, 1s going to be
terrifically fcst, incredibly fosta.s The 1ast time we hed taime to pro-
pire. Although bire wes elways desperately short, we did heve the time,
Perhaps we are rot zoing to heve ruch time agoair, 1f any. We will heve
1o do ¢s rmuch of this work che.d of timc nand be 2s adequately prepared
as possible 1f we sre to s~ve lives opnd time in the winrarng of the victory.

this time, when the erergency corics, all of our resovreccs—en,
money, °nd wotericls—must be wersh.lcd nimcaaztely, so thal we ¢ n hrve
them 211 runraing 4t the s« speed 2nd 1r baloneo, so ve can give our
faghting forces the nmoterials they nced ond sball keep cur economy scund
and running. They crnnet be corsidered scooerately, 1n ry opinion.  we
must censider them 21l ot the sewe time sne gear them all tosuthir

Ve have to mrsicl thesc roscurces to do twe jobs, tvin jchse.
Onc 1s to keep our cconomy strong and honlthy: the other as to guive
to the Armca Services those thangs LUint thoy ectuslly must hrve an order
te win thc war os quickly ¢s possibli. Both of chosce things must be denee

&t the bogannmang of the 1nte wor wo an the ocrvices hed v, 1dea
thet there was a torrafic smount of moteri 1 -viailable to the civalacn
econcrmy; that we cculd thercfore c{ferd to agnere thot ccouncry and zc
ahcad ond take whit we needed ind the rest of the people could live
edequatcly of [ whot was left, We know now, ~nd w. lc2rned then very
quackly, th~t the railrosds, the pctreleun industry, the power plents,
the war plints, the housing, 1f you lake, for «the war plants—1ll soris
ct things were gust as cssunticl te us as sre guns., we must roecognize
that in the beginning and sdjust ~uvrselves to 1t.

I 2m positive thzt th. great bulk of our pcople will support the
contraibution of any shere of our resources to the Armed Services thnt is
nccded, s well as te accomplish the other car, which 1s to kccp our
cconony strors end he~lthy. I am surz they waill support thst. I °m sure
they wall reke ony sacrifices nceesszry end rizke thom good-hurmoredly,

On the othir hend, I am equrlly positive that the great bulk of our
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people will nol support unneccssary sacrifices and unnecessary burdens
morely for the sake of mecting unrcalistic, extrevagant, or inflsted
ideas of the Services, or meeting demcnds for resources that thoy

may or may not need, If they believe 1n your estimates, if they
bclicve in your requaremcnto, they will bz gled to wmcke Lhe s~crificcsa
But the burden 1s on us to dcaonstrite whot »¢ need, when vie necd 1t,
th. quanbity, and thc time,

Therce are thos: who beliuve in o reginented econony in tim  of
p acc. I 2m not one of thems kegimontition ~nd cortrols of for pluvsible
srgurents 2ndapperls to those people who belivve that we cor hanale theose
things in time of puzece in a ~or. ovderly fashions lhey forget, or thry
do not rvelize, something thet we locrnec cver ond over and over during
the war——thet in thais terrificclly complex fabric of our economy if you
pull ore string hcre, you suart Lo unravel sorcwhere elsce You can't
t21l whorce ycu are going to unravels Put o strain herc and you put an
uubenrable tension somcwhere clse oleng the lans, ususlly in ¢ placc
where you cennot possible ford t. 1l thot 1t as cominge -

Let me gave you £n exorplces Aftcr the wor we were invelved a
year end ¢ helf ~ge ir 2 housing shortagze. wi necdcd two-by-fours to
build houscse In order te get twe—by-fours it was decided thot we weuld
permit » little price differentinl te make it desarcble for the forest
products people to produce twe—by-fours. [t medc common sinsce We s-id,
"[ct us get rmore two-by—fours ont =nd less of something elsc." within
forty~eight hours we had frentic epp ls Irom the west corste We hed
ruincd the broom hindl: industry. 1hoev were completly out of o terazl,
They couldn't get zny. A&ll the wotericls that had gone into broom hindles
were going into two-by—foursa

Tt 1s like thet 21l throuch the economye wvery time you touch
something, 1t is like pushing on 2 bclloon filled with water. It bulges
a2t some unknown plice. These controls, this regimentation, 1f you like,
will do thzt. I cm convinced, and huwve s°i1d this rcpratedly, thet there
is no mighty brain down here in Washington, no grcup of bréins down here
in Wiashingten, thot ean peossibly control in peacetime 211l of the infanite
multitudes of adjustments that have to be made daily in running busincss,
most of which are being handled feirly adequately. by norms1l business
metheds.

In time of an emeracney we must hove & completely regimented,
completely controlled, econcmys lot a portially c.ntrolled oncs You rust
g the wholc hog when you get inte this. But in time of pcace, whach is
where we ore now, rcgerdless of the risks, even though they ore derker
than they ~re tcday, I for one am £r a free eeonemy, for free enterprasc.,
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I believe quite simply in freedom. There sre a great many people who
for selfish or idealogical reasons will us:z any prelext to pubt on a
control and say, "Let us get back into this control system." It 1s bad
for us, in my opinion, and bad for our country. I recogmize of course
thet some few controls may b rec.coary for a timc——svuch 8s controls

to prevent excess export droanss But they should be held to the barest
of bare rmynimums.,

If the late w-r tought us anything, 1t did teach us one thing
end that is that the resourecs of the country can be, and they must be
in time of ¢mergency, divided equatably cmong 21l of the cssenticl
bcrv1ces, giving cverybody their fair shore. They can be divided equite
ably if we krow the facts., It 1s our Job in the Services and the job
of you genblemen zs you go back to your tasks in the Services to develop
those fsets. we must meanteain ways ond meens for determinang our actucl
rinium needs n time of crergency and for presonting orr claims for
rcsources clearly and convancingly to the ~vthority which will moke the
allocrtions to the indivaducl scpnents of the economy.

Thot job wes buing donce and w21l denc at the end of the were.
The Services' clrims for resources hid bern nresernted more ¢nd morc
rcealasticelly month by month os we wient through the last couple of Jyears
of the war. ht the cnd of th. wer the cloams of the Scrvices for re-—
sources were being roceived with very great respect, both as be the
casorablencss and ‘s to the nccurscy of what they reeded. In the be—

girming thet was nct trve, but 2t the end <f the war we hod come down teo
a peint whoere eviryone vas doing Lhizs sincerely znd éoing 2 rool jobs

It is ¢bvicus, 1f we zre tc bc aduquatesly pre pored for en -oner-
zZeney, thoet the Services must meint in currcnt, up-to-date, comosrsble,
sensible, ressoncble, fud roasrnubly'”cour“te estlmutes c.vering their
claams for resauurces. [t is equrlly obvious thet the reascnzbleness and
eccuracy of thesz cleans must nob only ¢ppoly to quantity, but to timing.
Trere is nc pcaint in clsiming scmething t~day when you don't really need
the stuff until & month from todeye

I remember during the corly port of the aar—I em not oving
criticel, I am just talking ~=bcut thc way these things developed and the
way they shculd be develeped——that swall arms in the Army came in with
a clcinm for copper for small »rms smmuniticn for the next qugrter that
was greater then all of the coppur produced in the werld by the Allics
“nd by the encmy. There i1s no point in dcing that. we sti1ll nced a
little ceprer for televhine wir: ana cne thing or onother, The cldims
must not only be fair, recsonrbls, ~nd fursible bub the schedules nust
be foir and rezsonablc ernsiderirg the moterizls sveilable for there
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Hew ere we to develrp cur roeclistic, feasible roguarcments? That
is like reciting th: ABC!'s to jou gentlimene. The JCS yureparc the strote-—
gic wer plrnse. The Military Swrvices translate strategic war plens into
operctionsl plrns, and these in turn into lists of requirercents of
ruritions and productse Thesc lists of rmnitions are in turn broken down
into raw moterisls, criticcl ccmponeris, “nd common components. Lhe Lotrl
reguirements of the Scrvices arc screcrsd “nd refined ¢nd then combined
in order Lo come up with the teotal rcauirercnts of the Aricd Services.

The requarcrients of the Arrcd Scrvices, plus the esscntisrl requiroments

of the war-supporting cconomy, arc then m asured a2r1inst feasibrlity, cnd
a fair and cquitnble division is made of the eveilable supply by compctont
suthority.

In the orse of ev.ry shortugs item £11 through 7n (rerszency 1l 1s
obvicus th~t < ither productior .wst be incressed so that 1t 1s no lonrer
short; or, if production crnnot be incrersed, that some segroernb of the
cconomy must give way in whole or in pert so thi:t more cssential things
can be teken care ofe It is wquslly obvious th:t all claimants for
shortage resources must voluntarily end of their own volition hold their
claims down to henest, bore minimuiis. That is much rorc easily s=id than
dore,

Int us look at wia't heppened the last time 1n the Navy, the Service
with which I am most familiar, with which I workedo

&% the begirming of the latc umergency the Nevy bepertment hed no
ccordimted procedure for estimetins . teri l requirernents. Lo a large
cxtent the havy Depertment felt thot jor mest items the resocurces of the
ccurntry were sufficient to previde [or all of the necds of the Armed
Scrviccs and for the civilien economy without too great difficvltys Time
¢nd events were soon te prove that thet cencept was unreelistic,

During 1941 they set up within the liovy Department ¢ Burecu of
Sudgets and Heperts to crordinote amone cther things the devel pment cf
sound prograns of end-itum requircrents, scheduling procecures, ond
umethods of calculrting material requirements. Lurint thas period defini-
ticns were unclear. Trirc was no clecrness, nc clean lincs. hethods oF
celeulation were in a formative stzge, and tc a larse cxtent the stated
requiremerts cf thc Navy were mcre or loss guesstirntes made by experierced
persunnel viith gcod judgrment. ¥t scon became apparent thot mure rezlistac
end mcre accurate estimates were required,

In the swwer <f 1942 the Wier Prcducticn Beord censulted vath the
Nevys A&s 2 result the Navy agreed to c~llect bills of material frem
navy yards and private contractors and that these weuld be used as a basais
on vwhich to estimste the Navy's requirementse Thosz bills of materazls




covered fourteen i1tems—Ilcad, lin, steel, cadmium, and so one They also
covered lead-times. It was the rarst tame we had any real bills on which
w. could base ony ro¢ listic corcopt of our requirements.

It turned out thet thosc Bills of materasls dicd not worl for the
purposezs for which we 1ter necded thom, bvt they were very usziul ond
very helpful in the cerly deyse They Jdid not work for the Controlled
mrterisls Plun, for recsons th. L were quite obvious.

As timc went on, nriorit.cs began to lose their effectivencss
boeruse of bolloorang and in{l-bion. Everybody had to be in = cliss 2bove
where he was. You remember the a-1, 2, 3, 4, 5, 2nd so one 1hin cvary—
body get up into wa-l-4, &~1-B, and so forth. Then we went into the couble
& systems I om survrised we dadn't got into the traple & and qus irvple
A system before we got throuthe Fortunstely, CMP crme olon, 2né we were
eble to avoad that. In any priorities system, 1f you work with praorities
nlone, you run inevatably into th % kind of ballooning of prioribtics,

Ls prioratirs begin to losu their effectiveness throuszh infl-tion,
shortspes began to multiply in oize znd scope and individuel munibicns
prorrams began te be increcsaingly rotordecd throush lack of odd bits ond
picces, like propellers and shaftse. The necd of the Services for more
positive ossurances that their prorriams were zoins te be met month by
month becume clearer,

e tricd all scrts of things. bNe traicd PRP, for ez mple, on metals.
PItP came 1in rnd went out pretty fast. Then Cif ceme 1ne That, 15 you all
knuw, was a vertical cllucation plen whereby the indivadual claimant
cgency tock tts clletment and passad 16 cicwn te the centracters in turn,
fran primes Ln subs 1l the wavy .owhe

CKP made possible a nore ccenratc ~ppraiscl of feasibility sne of
relotive essenliality, and consequently & mere cquitable and c¢ffcctive
distraibution or matericlss 1t flerced the clsimant 2 tencies, no metter
whether 1t was the War Department, the Petroleun icmainistr-tr on for wer,
the reilroads, the Maritime Commissicn, or whatever it wes, 4o cut thoar
ccats te fit their clothe Within the arencies it forced the weoprrticnis
to actually adgjust thear delavery schecdules to the meteraals Lhat they
were coiny bo hoves  ClP conti wued throush ten querterly pericds and it
dac its joh well.

In edditaicn to belancine producti~n preoréms and preventins over—
productivn or underprcductioen of ccmpcnents, CkP m=ic 1t possible for the
military to make adjustments in their over—all progroms with the confid.once
that these adjustmonts would be cecrried out promptly a2t 011 levels of pro-
duction. In olher words, you could cut destroyer c¢scorts down raciecally
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p?ss out the word to the primes that you were going to cut that downs
ant in - very short pericd of timc, . 1must as fast 2s wath the priwucs,
word went 21l the way down te the subs ant from the subs back te the ir
femand on rescurces and thrir usce of focilities for that norticuler
progrim, Therefcre at the siwe time thet you cut Jdewn cn tanks end
destruyer escorts you cculu increzse 7 precram for lan'irg craft or for
hervy artallery or whotevsr it might be 2nt know thet you were going te
heve the moterizls yeou necded to ge antc the new progrome  fthat in turn
would bepan to flrw through t- the subs an: the sub—subs 2s wrll os the
primcs. We got that absclutely css.ntial flixibility in ¢ changiny war,
where conditions end requarements were chenging rapillys, CHP prow <
that that was possiblee CulP did work well in thats .

The reason CMP worked a2s well as 1t 4id is a tribut: to the
sincere, hard-working, unilerstanling cooperaticn between the Armed Sarv-
ices, thc other wer cgencies, and industry. Kvrryboly got tozsther on
that terrifically complex job and dad their best to make it work, That
is the reason it worked,

1h: Navy as one of the mo jor claimant zgencies wos required to
stete its cvstimates of requirements for controlled metericls, and for
certein products, to the wPB Requircments Committca ench gu-rters Follow—
ing the determinitions mede by the Reguircements Committec, the Navy ha to
teke what 1t got and sprena il emong the buresus #nd they in turn hau to
spread it among the progroms then zo to work.

They set up i the Navy inewlhiet woas c-1lled the Office of Procure~—
ment end Material in the Under Scerctory's Office o posabion crlled the
davy ¥aterial Control Officer. Thoy s 17 thet 1t was vp to him en' his
office to work with the WwP3, the Roguirements Cormittes, the Proyr'm

ac justment Committer, and ll the host of these other burciucratic com—
nittees that we hald over therce Their ubty was to present to thoso
agincics the Navy's cleams, Tight for thum gt the best they coull, zct
back zgsan wath whatcver they would give thenm, and distribute 1t scouitably
throughout the bure~us @n! the Scrvices.

Thercfore the policy and the cutside faght was in the Uncer
Scerctary's Office, an’ the regulor routire of CHP operotions was cclegnted
to the burecaus, which were mode responsible for estim-ting Lhoeir merterisl
rcquirem nts end 2llotting materials to prame contractors for thear
scher'uled production proZromss

At the very beginning of Clik in the Favy CHP was & mysterious,
comnlicated document thet non¢ of us understood very well. And yet we were
going to have to live under 1te We were going to have to live under 1t
and understend it thoroughly af we wcre going to get our fair sharc of
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whatever 1t was we needecC to carry on the programs S0 1n order to do
that, the Havy leterial Control Offtcer set up an advzsory'commlttee,
¢ representetive frorm every buresu. It had the strongest officer that
tae prreau chiaef vould gave. ERe asked for the strongest man the chief
dould give them to sit on that committec end asked that ne give that
strony mer ad-guate authcorits to s»nizk for his burezu.

1hat committiee scrved 211 through CiufF, boch merber cf the com—
mittes sanaleq ClP wathin has own baresu, within all the irterrelaze
scgments of his cwn burcceu. They mot tegolhor cviry doay or every
icye lhey dascusscd thear CMP protloms ~s they c°ﬂv upe They areucd
then back erd forth, thouzht about cvery anglc as they wint lorvierd, nnd
develepea the nevy's colicy arcvna ih. table . '

o]
+
L3
¢ ;

Once fsezvy policy wos determinea around the toble, the Jnvy deter—
21 Coatrol Cificer followed bl b rolicy in nas contacis with o os2de
gomnci1cs.  But cvery bureou on the bhavy, ircludirng the srrincs ﬂvd RIS
ot Guard, had 1ts shor< ain the developront of kavy policy on
_JCPEU?*t“ tc sov 1ts sorr 2thoud ony possible chone. of noi
sy Ard, belizve me, the intcrosos of the daffiront boreo:
o
pt

e
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P
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pdvy, £3 1r the arny, cre oltn conpilicling. Ino success of VLP in
¢ kavy was duvc to th-t commiltec, Lht greup, thoet &3k forer of strovg
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The burzaus wer. rade resrensicle Tor developing ~nd m antszairg
balenced schedules for 211 rrocurement progrems recl:stically b sced vpen
Stre d by freczlilics L@

N

tegic plens ore directives as thuse were limibe
o)

manrowWer, Phesce fro:rﬁWJ includec »eth (ne vrocucts . nd com“Oﬂcﬂtb whach

rnecr 35tra1ly were to be brlouced, 80 TacT complote 1hems coula be ¢ 11V> <d

1 1thout delay suffer~c fror 1ot coroonat aclivery or without the - ceouru-
N ! 1

sion of 1rventories of compormnts & 1 ¢ red an c3dvince ol propor loid—
1mce  The Sureeus bosed their procuroment orogrins ord the oosalt rt
st tes of recuvircemonls or the Ironthl, ©Pittus feport, which wis

b sic cocurient conloining 211 a-rertant phescs ol Lae Whvy's procuriment
rrogrrm ond Their carrent stEztuse

Mhe Burcrus vwere mode responsible for actormining tileir roxvire-
nerts of certrollad mct\rlﬂl coch ausrter for & wan lv.—rontn p.ried in
advines. Ihais anclucded the controlled moitcricl roguirem:zats Tor tig
a~terie L bought os such, Olu% tae gn-rhities nocded te maomiTocuore Gloss
A ona specinl Mavy oroducts.  inuse wore broken deoan 1n feras of tho
niieryils ond products, snd broken down 1r turn for cach dvve progran.
An rddationnl cstoimrie wis rcaciced of coch bureculs Virss B product re-
quirements an doilars or uniss o stoted by WE3,

The moterirl reguarvements for Cleos A prodnets ware obtoined frem bills
of m terinl or ererinecring ost. »bes onrliea Yo the nrocuremny schodiles,
the »cre mpoctant of whaich re recorded in the hornthly Statn. Zo-ort,
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Sormc of the bills of meterinl on hend in the burcrus were sdequites 1L
told you back ¢ rlier that ain this el with the WPB the Mivy h~d gone
to the controctors ond nsked for bills of mrteri.l. These dadn't turn
out to ke eccurctz, and the bavy hed to go back with cle rer deriritions,
clesr.r znstructions, ond core up with roaucsts for balls th-t brougnt
them pretty close to real ty o bo orictly whnt weos neoded in ene accduct
vroedictior &b any level rs v wont aleng the ling. .

[}

por Tre blpt of the burcous? reavmroments for controlled miteranls
cné Cliss 8 products, the .feturicl Contrel Ofirce cerofully revacuic tacm,
chccked them, and 2nvlyced thume They collad an the burenu ~x tri-l oocple,
tae bureru meteriil control oLchcr , rd said, "why co jou necd tas ruch
for youwr progruam? You didn't necc t bls rmech lost montae lour cstuate
lost menth wes way off from wh~t 1% s thio northe Wwast 1s thl ceeson for
taﬂs? Irn other werds, demonstrote the veladaly of veour cleui, not caro—

1gly, net raggangly; but Lol vs pun the frcis out, SC Wl ouru Tvis know

y where wo cre ogeire vher e ot mp bofore th owr Pro@ucb 031 SoTrd et

whoo 1t wos sorcthing unclear or vogve or diffarcvlt, w. m duced 1t to
aritirg, so that by the time we dad go te the wr PToducblon Lo rd w2 hed
. cl.rr story to tcll, cervincirg to us b luwst, "ad v hcped 1t would be
cunvireinzy when we presented 1t te Lhe wer Productron ocurd. &8 L 80V,
tact fnelysis, thot cheching, %o dorna within the Cerntrsl fotora 1 Contrel
Of fice, and 1% wes dene 1n conjuncticn with «ndé in consultnuetn with tho
peopls whc cctunlly propored tnz vssanctesa.  wo dadn't desir. to do any-
thing other than tc male the thing roe~lastic cna - ke 1t sounds

)
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Upoen receant of 2 tot~l Moy ¢lleirmsrt Tror the «FP2 hoorarer.nts
Cormmattec, the Navy IMnteracl Control Offvcer, an con;unctL@n with the
bur.aus, recormcnded soweific #1lleh~unis e Lhe burenus. Tacsc wunec token
\

by the chief of the Offiec ¢f Procur. wnb #nd witericl to the Vaiee Chact of
wevel Oncr-tions, whe, 1f he cporovie thom, mode the 2llctm nts,e

as I s d, this tasyk foree of rrenu irteracl Centrel officers werked
pucntifully, beceuse they were ¢11 otro g peenlcs  They wers strorg  nasthey
vir. mento llf toughs. They wore vielontly p.rtisca for their con bore us
ind ther own programse. ZThey [cught their domndest to g0t b2y 77 ir sheore,
wh.t they theought was their foiv shrre wos usuclly a 1wt nere thio they ceuld
g« t, but thosr fought for 1te b>ut they wer: geod humored, thz. vere undor—
standing, crd they were tolersrie we were &lwols. kol 1o thet grona to werk
ouvt o diviasion ot thet lovel thet wos setisfecter- to the burcouse. wo nover
ned toe go te haigher sutheraity te g0t sonctaing son 12 fcr use Tart dumen-
s3tr tes the complsete ceococrola-n ara the sisesre desime to vndersiand the
problen »nd de the best thing £ r the vy,  Beesus:s ¢f that we ure nole
te geb alonz ~nd geti our -ob dove ord work with the moterizls th-t we h:d
111 hend. v

» It a5 ne erisy besk to rie neale tﬁuo“ C'“fllCthg cl irs »ilhin the
S¢rvices or within the hele ceoene 7 oS oo y the rvices °nd ¢cher Claaim-
Dﬁts. w2 had Lo swent blico 20 guen ot der grot v ele.nie ¢ uld rot
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be derenstroted factually, s to why this was absclutely essentisrl ond
this was nrct. There was a great du&l <f haziness cnd overlappinge

Good judgmert played an 1mportant pert. bBut it was demonstrated during
the war that it could be done between claimant agencies, in the Services,
and between the department within the Services.

It is going to be no zasy task in the future, as we move forward,
to keep these current, up~tc—cate, realistic, and rrasonable estamestes of
your requiremcnts reasonable and rcalistic, It 1s going to be no ~asy
task a2t 21l. bBut, agein, it 1s one that 1s nccessary. Everywhere in the
Scrvices, on these claims, on these csvimates, as we move forwsrd, the
water must be squecezed out of them before thcy get up to the next echclon.
If you don't scueeze it out, they are going to squeeze 1t out, beczuse
therc are a lot of doubting Thomsses who zre going to look over these
programs and look over the materiels that ere required for thems

Once the estimates are prepared and cnce the allocations cre re—
ccived, obviously you must adjust yourselves to whatever you gct, &nd do
it without roncor, without heat. It can be done, It was doneo It cen
be done agrain e¢nd must be donc if we are going to do our mrterial job
adequately ¢nd well, both in pe=ace and an the emergency when 1t arises.

You gcntlemen in your studics have the job of developing mechsn-—
isms, ways ena merns, for m-king thesc determanctions, these sstin utvs,
clear, of making deflnitions, of laying out wsys so thet you knov thit
vhat you are¢ asking for is within the bounds of reslism. If vic can do
that, and os long as we can do that, the Services cen be proud of their
moterial pecople =nd the country can be proud of them, beczuse that shere
of our preperation work for securit;” will hove been done and done wello
As I s21d 1n the beginning, your job is 2 chellcnging Job. When you get
out to the Scrvices, you arc going to sweat over it and struggle over 1t
and argue over it. It 1s & jJob that will challenge your thinking. Or 1t
depends a grest deal of our security and our chances of victory in the
future. God speed you in your work. Thenk you.

OF: Csn you gave us 2ny ex-mples of some of these defani-

I
d to be clerifizd for cdztermining metericl requiremcnts?

~
Y

QUES
tions that hs

iR. SHMALL: Surely. Contractors meking propeller sh:ifts or

carburetors or things like thet wanted to know: "Do you include the rew
weiznt of meteriel, or do you include the finishzd weight of the metericl
going into products?® That 1s just one of the things that were unclesr.,
Obviously th: demané on our resourccs for steel as the total stecl and not
the finished steel, It includes whet is lost in grinding and what 1s lost
in machining. There are countless other instances of thet kind. Thet as
onc of theme
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OUESTIONS: You suggest one committee that worked very wells, 1
have a feeling that there were many committees concern d with matericls
durine thce wer that did not work so vell., What is your opanior. under
tac new integr-ted plan for comrittec action within the Scrvices and
between the Services? I refer to civilian needs, civilien agenciese

¥R. SMALL:s within the Navy cduring the wer we had this task force
of Burecu Meterial Control officers. That would be comperable in the
army to having z task force of metericl officers in each segment of the’
Army that needs ones I £m not too clear how Service unification right
now is working, but I assume'thet that same concept is going to holad, for
the time being at least.

The Navy will.develop its recuiremrnts, nrobably through some such
task forcees LYhe Army will develop its requirements, orobebly through
some such tesk forces The Corst Guord and the Merines, the air Force, =nd
the others will do the same. Once those Pre sccumlated and screencd ond
the Service i1tself bclicves thot the reguirements are honest and roason—
2ble and frar both in qusntity <nd tame, then 1 assume thit the zoined
Scrvices will have their chief m“terlﬂl control officérs get together snd
agzin go over them and try to corrclate them sné mrke o united dem.nd on
the z21loec2ting authority for the armed Services! share., That is the seme
kind of committee, with thc szme kind of undurstszndang, gaive znd tzke,
2nd flexibilaty as between thems And it will vorke.

Then they go up before the allotting authority. Wwho is the ~1lot—
tinz authority going to be? It wall be no doubt something like the Re—
quirements Committec that ws had an thr wer Production Board, where all
cleimants prasent thceir cleamso Thoy +ill prescent them a2t twd ech lonse
In the WPB they hcd a Production adjustment Committee ~nd a Pequircments
Committces The farst onc anzlyzed tho claim 2nd pushed it up to the
top bozrd for recommende tione

I think the Requirements Committce sctup worked pretty well during
the were Those people were honest, they werc sincere, they werc objectivee
They were trylng to win the war Just as hard es the men in uriiorm w re
trying to win i1t.e I set on both sidese I was in unifeorm for = whale 2nd

sat in front of the board, and I wis for a while pert of that organizuticn.
I 2 sure they trisd to bw objective, realistic, and fair. &as : roesilt

of thet we did move forward end in thp latter prt of the w-r ~1l zgcnecies
were gotting pretty much what they needed te get the job done.

It was not es much as =zny one of theom woeuld like to have ned.
lony demands came 1n th=t could ncc possitly be mct. For exarcls, the
Petrcleum administration for sur necded mcre pipe. Surely they ncedsd it
There was no question zbout thate But if they &ot it, cne ¢f ~wur big pro
grens of the armed Services was geing to give woye. But they were able to
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flcx 2nd recdjust sc that we 711 gct 2long pretty wells I cen't sce thet
thce present setup as we move Ifcrword will be any more difficult then it
WS e

we did get 1t te working well. I guess there were throe recsons
for thate One wos that the people who were involved were trying to do
an honest and sincere job nnd nov be swayed politicelly or in 2ny other
ways. Second, the clzimonts for the most port were coming up with honest
estimates, @s honest as they knew how to meke then. lhey wers not padding
them, thinking they were going to zet cut down. They were putting in
what they actually felt they had to have, That enabled the sllotting
authority to sey, "we can't do 211 of this. we have to cut off this much,"
lcaving it up to the claimonts to cut down on what they could best afford
to cut down. It was flexable, It worked out smoothly.

I 2m talking now cbout the me jor things, like steel, copper, and
aluminume. On some other things we h~d very grect difficulty, ond elways
w1ll have, because of the compluxity of the particular problems, forest
products and textiles, for exrmple, But to show you the way in which
these things can be worked out I will give you an 1llustrations,

after the war the newspeper publishers of this country werc vio—
lently egainst the war Production Bozrd or the CPa retainming an inventory
control over newsprint. Fror some rezson or other that wss considered to
be an infringement on free speech. It wnas not really, beccsuse whet we
were trying to do was to hold down the inventories so the big pepers
could not take it all =w2y from the little onrpers; so thct everybody would
have a chance., I got word that th.y vere going to have @ meetinz, the
first annual meeting; and tncy viere veing vo pin my hide up on the vwall—
I was going to be celled the encmy of americen free speech beccusc I
wanted this inventory controle. :

we had an advisory committee of newspeper publishers. Some of
the toughest publishers in the country wcre on that advisory committesa
Thby'were independent peoplc 1f anybody ever was. &nd so I fasured out
what I h2d better do. I czlled @ mectins of the =dvisory committee the
afternoon beforc their annmuzl meetainge I think 1t was the first meeting
of that advisory committee where everybody ettended. There were sbout
twenty members end they were all therc, loaded for besre

I s2t down with the comrittee and scad that I had heerd vwhat they
were going to do, that I understood their motives, understood their
reasons, 1 was sympathetic with them, but that I had certain problems
of my own. I said, "Gentlemen, as you sit eround this table you are no
longer newspaper publishers. You are officers of owr government while
you are at this tables. Your decisions, your thoughts, at this tsble must
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be for your country and not for personzl, selfish advuntages for your
newspaperse 1 am going to do somcthing that I never diad beforeo Under
the law the head of the agency mokes these decisions, but today I am
going to take ¢ vote of this committee, «nd whotever you vot:, thet is
the way I am going to decidc thise DNow, here ere the ressons why I
don't want to lift this inventory control, and you #s officers of the
Government tell me what you think."

They were good citizens -~ honest, sincere, pctriotic - end they
voted to hold on to the inventory control. It is thut way everywhere
throughout our economy, pecple will do the right thing for their country
once they know the factse If you zrc feir and honest with people, they
will play ball with you.

QUESTICON: My aquestion is along the same line, on civilian re-—
quirements. It is my understsnding thet the civilian requircements
never were figured out to any degree of zccurscy or any degree of use~
fulness, I e2m wordering whether it is possible durang peacetiwe under
this new Notional Security Resources Board to atteck tiie problem from
the other end, in other words, figurc out the economic requirements,
the civilian requirements, for an £ll-out effort, =nd take the balrnce,
the residue—c2ll it whet you may—ond use that as the working basis for
figuring out what we can do from the militcry point of viiw,.

You spoke about Ordnancc celling for =11 the coprer th~t all the
#llics and this country could produce, I don't know anything zbcut this,
but I think if they haa known how much copper they could get, they might
heva gone into substitutes oand mede pl:ins for incrersing the capacity or
somcthing like that. T am wordering whether there is any possibility of
changing the pattern and workinz from thc basis of the civilian reguirc—
ments in the economy and from there or oute

JR. SUALL: I am, of courss, & militery man, but I hawve #1lso had
experaience on the other sidee 1 thl tk 1t 15 ebsolutely irpossiblc to
cttack it from the other dircetion. You have millions of differcnt things
under that conceprt for which you would have to determine reoviremonts,
& trcmendous number of thim arr substitutes onc for the other, or alterna-
tives one for the other. It would involve z mass of paper work and com—
putation that 1s Just beyond beliefe You world be overwhelmed with it,
end you would come out with nothing. You would céme up with no recl answerse

On the other hend, the Services—end when I sey “the Services" I
am talking of the war clalmqnts as apainst the non-war claimants——plus
certain other segregated areas, like power, transportation, schools; LinO,
which 1s 2lweys 2 difficult thing, nuts snd bolts, which go all through
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thc economy, have to have some of everything, particvlarly for an 2ll-
out effort. These thirgs cen be determired with far more accuracy, far
more realisticness, than can thosc¢ others.

Now, I have no doubt that when the estimetes come up for enctaer
emergency, those estimates w1ll be for what ore crlled esscntael things.
But who is going to detormine what is essentiel @nd whst is not? I know
I used to bz so md at PRP, for exampld, when they wonted so many tons
of steel for bobby pins. I saic, "Lct them do without bobby pinse We
need all this steel." But they yvowled, "ic must have them for thesc
women who are working in wor olanis, Tn¢; need pobby pins to kcep thcar
hzar upe" Ther zlso needed them for women who were not working in wir
plants. kverythirg has some degree of essentielity. I believe that the

syster we followed before will work egaina

Now, I would s2y that these civilicn requirements wer< not in
mony ccses deternlned witn eny accurzcy during the late unpleasant coisodes
Ycs, you are right on & greoat many things—on bobby pins, on safzty pins,
on baby diapers, on £ lot of things thet we can think of . The civilian
ote) ulrencnts people were always Just screaring their heeds off because
they werc not gettirg 2 fsair brezk, end they vere right in 2 gr.at nmany
cases. In 2 grest many ciscs they wcre being squeezed too hard.

"But on the brozd over-2ll reguiremcents the caviliars zoo aleng
pretty well. Ther cen be squcezed norc then they were squeezed before
and we ¢en still kecp 2 heclthy cccnomy. But to do it, to do 1t con—
vineingly, end to do 1t without cre: ting chros throuzhout the country, I
belicve we should 2tteck 1t from this end and not from the cavilian re—
gquirements end as you sugrested, Remmber that the people—cad I rmcen
this 1a ccriplete sincerity—will talie -ny necessary hercdship, but they
w1ll buck like mules at wnytnirz they thing 18 arbitrary or is unnecessary
or just whimsiczl on our part, &nd we did & lot of whimsical thiazse

QUESTION: We havz discussed civilizn reguirements and require~—
ments fcr the armed Forces, but we have not discussed cne cther snd thrt
1s lend-lease. OCan you think of anv way we ¢an fisure out the requirern:nts
for lend—lease in advance?

KR. SMALL: If L knew z gdod way to dn that, they would probebly
went me aown here on this arshall Plan business, what we term lend-
lease, which means the requirements cof our allics, I consader es a pert
of the armed Serviccs rzguarernents, That is just »ne segmernt cf the
armed Services Requirementse After all, they are the ones who come up
with those estimates. They arc screening theme They wall heve to do 1t
much more closely this time te zet what the armed Services neede 3But 1
would rather havs 1t thst way then any other,



When I was over on the War Production Board I nsed to keep at
my left hand a crystal ball. I would take a look into the thing every
day or so. But it got broken at the outset and wouldn't work after e
couple of weeks. So on these things you are just going to have to dig
into them and sweat through them., You can't do any crystal balling,

GUESTION: I have two questions. First, would you mind de-—
fining a little more accurately what 1s included in civilian require-
ments? Are the indirect military items for war plants included?
Sccond, do you consider that by the end of the wer the methods and
the organization for determining civilien requirements were adequate?
If not, would you indicate how they could be enlarged or taken care of?

MR. SMALL: Well, to use thc nomenclature we used in the Require-
ments Committee and in CMP, Cless A products—jyou know what they were-—
things that the Armed Services procured in their primery rogroms.

Class B wgre more or lcss common products, like nuts and bolts.

QUESTICN: And typewriters?

MR, SMALL: As I recall, typewriters were Class B productse
Nuts and bolts were typicel Class B procuctse Kemrmocr, I hav. bien
avay from there 2 year and I don't ramembcr cxactly vhet was or wrs
not on the list. But veur Class 5 products were essentizl conmen
componcnts of that kind., It was just too diff:cult to vry to ‘igzurc
out a o1ll of materials arnd includ~ #11 these swell fractionsl hors.-—
power motors or this godzet and thet godget thet went into 2 mecnaine or
< runitions item of ours., It wes much casier to do 1t on an irdustry-—
wide besis, becouss we knew whore thosc things were going. They w ro
going on priorities, or on schcdules, and we know where they were joiraz.
They were not going to nonsssential purpeses. So on thom we could ~iford
to zaive the manufacturers the wrterials ther noeded.

The essential civilian riquirements over and 2bove that kind of
thing were tLhings like oobby pins, waste baskeis, ond a wmhole host of
things like dish p-°ns thot the economy needs to get clong. They were
held down pretty much to provide the necds of the war., at the time of
the Bottle of the Bulge we cut the heart out of that stuff. We ran
ourselves irto a lot of difficulties that we had not onticivaccde I
would say thst 2s we progressed through the war ve learned = lot of
things about that =zre=, but it wes foggy and probebly it as alweys
going to be very _oggy and hazy.

I know whet we srs going to have to do is to give the cavilaan
economy cnough to keep it he~lthy and strong, whatever is thought fair to
c1ve ab when you leek et the whele picture for the next gquarter and
deteriane thet the Services reed so much “nd the essentinl econc.y needs
30 rmuche Then therc is »1till so ruch that the eccnomy esn afford to gave
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these fellows arnd also in additior neve a little reserve to throw out
whennver w2 run into & jem serviccwisz or civiliznwise.

I wouldn't be too disturbed or get off besm too much on this
ci7ilwin reguirements thaing, becrusc durang the next emcrgency the civile
ian requirements care probsbly going to have to be cut awfully faor down
corpared to what we aid this last timze Dnt even so, we 2rc st2ll going
to have to give them some bebby pins, scme safety pins for diapers, some
of this, somc of that, 2nd somc of thz cther thing. e 2r2 just going to
hzve to do 2te I am not swre if I mrde clear what £ °m driving ot

QUESTION; You mentioned three things—military reguircements,
civilian requiremerts, end the gencrsl economy. whot I am trying to get
streight is thet general economye what ertegory docs that £211 into? Is
thet part of civilicn reguiriments or militer: reguirements?

1. SiALL: Whst I callced the gern:rsl cconomy is tho. essential
cconomy, like raalroads znd public utilib.cs. They are good cxmplus.
&lso your nus lincs, your street cor lincs, and things of thrt kand,
which we know arc essentinl to lkoeep the wheels geoing. MRO for industry
is z2nothsr. maintenznce and rcocir—the oper: ting supoly, meirten neu
aad reprir of buildings, aomes, rcprir of roofs untt burn out, ¢rd varicus
other tnings that ard cle rly essentiel te the civalinn econonye. Ov:ir on
the other end are whot the civailaisns rccouire vhich sr. cother thon siractly
essentisl or which can be squcezed—racktics, furniture, rovcrtising signs,
etc,

QUESTION:s OLT, for erample, locked out for tr-nsportation. FEHow
cbout your gencr:l economy uas ever r one of those needs loocked out for
J P
by some specafic cgeney?

IR, SMaLLs &1l of the big ores fell under sormc particular cooni-
zoncce For excmple, ODT handled the rsilrozds. The office of the
Petreleun sadministrotion for war handlsd the oil wells, the cil ¢»c of it,
The Office of war Utilities, vhich wos a davasion s.ithin the wer Produc—
ticn Board, hrndled the public ucilitics. The major segments were hondled
by sprecific pcoples The rest of them we tried tc gllocate to vericus
specerfrc people to handle, They wore not elwsys hondled rs welle, But
when 1t came over in the so—called Office of Civalicn REequircmonts, they
hed ¢11 of the rust cf the strictly civalian itcms, and there wae al#ays
an srgument as to whethor ecchi item was essentizl or ncte.

"Is this essenti2l? Ts that essentizl?" Onc of then wes work
clothese Surcly, it 1s essentials Ccrtainly! we rmst get vicrk clothes
il we 2re going zo have plants rurnirg. If we sre going tc heve the
formers working or the workoer working, we nush h-ve work clothose S
the s did heve scme esserntizl things therc,
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Ir one way or enothrr every single thaing in the economy wes put
into onz cf these pageon holese OSomc of them were hendled welle Oflers
wore handled not so well, becouse it was impossible to handle them ex—
cept by guess or estimates.

GUESTION:s Assuming Lhat thore was & certzin amount of stumblang
around in the beginning, would you commcnt on some of the methods uscd
by the Scrvices for aetermining the reguircments originslly thet had to
bc discarded and supplanted with bebttcr ones?

MR. SMLALL: I c~n tell you the Nevy's Ssides In shaps we had whst
we celled the thrce cchclon systcme First let me go back zgemin to what
I s21d to you earlier. The first onc was that we in the Mevy thought—
end I suppose thce army thought the seme—that we could get anything we
nceded; thot 1t dadn't matter; there wss enough to go around, that we had
more raoserve than we needed to hondle cverythinz; thet once the ralitary
got theirs, there would be 2mple left to take cnre of everybody. That
did not turn out tc be true. Copper wis & typical exemplecs Wec never oad
heve enough copper in the early psrt of the ware To us our first step
was, "Hcll, let us order whatever the appropriations szy we cen ordero®
Thet wes the first mcthod of attack. That did not work ~t 2lle

The second method of attrck was tc try to meke 1t mere reclistic
and nore accurate by a method of scheduling cf end products. as I say,
in the Navy we had thrce echelons. Echelon one wss so many battleships,
cruisers, and destroyer escorts. Zchclcn two was sc many guns for soch
battleship, so meny turbines for ecach decstreyer, so mony of this, that,
znd the other. &Echelon three was the amcunt of meterials geing into these
other twc echelonse. we got bills cf riterial from nsvy yerds zna fron
centracterss That was the first thirg on wnich ve hed te estimete cur
requirerents,

Thot was the first time we ever hed any reszlism 1in the ¢sti~ tes,
But that didn't work, because thc fellow vwhe was neking turbines,.for us
was pr.bably making turbines for s~rie cther servies «r sorme cther segrent
cf irndustry, &¢nd he was using certein meterizls cor commn eomprrunts like
nuts cr belis cut of a cormen ban, and the questin wes, "dow much 1s the
vy going toe g cut ¢f that poc would .the Newy be sherted? was t
Novy zoing to get cut ¢f that pocl?h ld.the Nevy b rted? was the
army t< be shurted? were the utilitics t- be sherted, (r scarething clse?
He vras drrgging these thaings cut of pirzecn hiles or bans for meny of the
comneon perts thet went intc these products.

Thrt is the recscn we went throush #11 these gyr=ticnse Thot is
the rezscn we went back and seid, "Exclude these thines thzt are commen
compenents, these B pr.oducts." we wanted tc cume up with requirerents for

e e e e e T e T



~

only what was called the 4 list, the & products, that is, things that

only the Nevv used, like hulls, shofts, guns, and so on, plus ¢ list of
- Y @

things we czlled "Special Navy products."

So we went through 11 these gyrrticns elways tryang to zet an
cstamrte of sc many tors of stecl, copper, or whatevir it was, thet we
could pess down our chein and that would be adcquete for our needs, know—
ing that our fullows at lcast woula come up with the finished products
at the end if we could prss cnough on to the svbeontracters.

Now, 1n a constantly fluid production scheme, which is whet we
elweys hove in wer—it 1s never stesie—wiz can't vrite 2 book and turn
to paragreph number so-cnd-so and hove 1t true all through the were No
quest.on bout that—we hzve to be flexaible e&nd 2djust ble. The levy
ncver got enough steel, I must siy, The Army always got the stecl. Vie
would come up and ve would get so much steels Ve would pess 1t out to
the burscus. The bureaus would pess 1t on down the linc to the contrac—
torse The contractors would pass it to the subs end so on,

We never used 211 vhat steel. OSome o
eir. Scme of 1t wes returncd to us too 1 et to the mills schcaules.,
Some of it always discpperred and so we h”a to over—ellocate sc that the
mill schedules would be fillede Thet meant thot sometimes the mill
schedules weuld be overfilled by ten or fiftzen or twenty dipse. but never—
theless we kept the mills runnings.

1t disapperred into thin
v

S

But we wzre alweys headed toverd mere r<:clism, tcwerd merc accuracy,
in point of quentity and tire, so as to lecve rore rcsources ~v:ilable
for the other things thet were essenti-l, and so £ to redice the hordships,
if any, cn the rest of the eccncny cor te permit us tc do things we wknew
we cught to do but fur vhich we dadn't think we had enough milerirlse.

Cre of the zrest problums thet kept constantly recurring during
the war, one that priticularly awclies to the army, wss the sysiten of re-
scrvese Wi had so much up ¢t the front,linss, some Just bchind the front
lires. Vs had anothcr rescrve just behind thet. we hed znolhur rescrvo
over at the ports, and cnother rcscrve back here. Thun we hod @ centrel
TCSCrVG

Well, take ¢ c-se like the anzio Beichhead, where they used such—
and—-such kind of shell =t 2 térraific rete for some wecks. 1If we multiply
thet rate by all the reservés ond bring a requirenent back into the plents
for production for the army on thet scale of issue, we would cleen out
the coumtry and we wouldn't have enythang left. We have to usc sone
common sense in these thingse. In estimetirg roquirements wg.cen't toke just
what 1s actuzlly happenirg in a nrrrow front, Wwe must teke 1% over 711, so
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that we don't put overloads bock here to produce things that we cannot
dispese of .

Thet is one rezson we heve so much surplus of wer materainlse
Sone of these things were overestimated, we mnde things for the Navy
end for the army which thcy did not need, but which we and they thought
they needede Other things that they needed znd Lhat we should have rmade
we dadn't make, but we could hove made ifthese cstimates had been rore
realistic,

COLONEL CLaB4UGH: with referencc to the export requarements you
say the lend—leasc rzguirements are considered as militery. what about
civilisrn lend-lcase? &nd, more important than that, can you tell us
how to determine the requircments of neutrtls for which we made comnit—
rents £nd with whom we hed trade agrcements? How were therr channcled
durirg the war?

IR, SMuLL: we hed 2n orgrnizetion that nandled thit. It 15 now
in the Department of Commercce It is now crlled the Department of
Foreign Trade and Commerces I presure thet in the next emergency, 1ii it
crises, they will figure tho rctuirements of those neutrals or nenmilitary
clzimart agencies for nonrilitary needs,

There was alweys throughout the wer s suspicicn of tnosz clims
cn the pert of the militery and on the nart of rost of us. «c probatly
screened them more rigidly than anything c¢lse. Tkey were presented by
the Foreign Economic wdmimstration. They were severcely screcnedo

e must rccegrize that we rot only have to kecp cur own econcmy
running, but have tc provide these things that the rest cof our zllics
depend cn us for. we must sec te 1t tnot they get those thaings thet will
keep their econemy runmings I will give you one example. we must keep
the railrcnds down 1n Chile running or we ate not gring to get copper
from Chile. Wwe must keep the Venezuela cil fields running c¢r we erc nct
going to get 01l from Venezuelas I could gec r~ver hundreds of coLparsble
1tens. But there are certein rezl thines we must do for these countrics
where th:y are dependent on us exclusively fcr these things.

«rd s~ these cruntries rezlly have 2 valid clsim cn us. But it
is subject to scrutiny, 2nd very close scrutiny. I presume that curing
the next war we will have 2 much clgser check on what 1s going <n in
such countries, tc bc sure the stuff 1s not being diverted t~ what we
call n-n-essential uses,

QUESTION: Un you think a1t 1s essentizl that we have o civilian

vlanming agency currently w:orking with cur militery requirements perple
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which can intelligently review and act on civilian claims in the same
manrer thet the wPB did the militery claims?

¥R, S¥eLL: By all manncr of means we must have a cavilian ogeincy
today that 1s nmaking estimates of the totil needs of the country. 3y
a1l menner of means part of thos. total nceds the Service nceds, must be
accumulated by the Scervices. as for the other end, th: accunulation of
the cavilian requarements, it is for thet civilian and the over-all
mitching civailian sgenev to doe I thouht we had ite we certainly ro-
commended to the President thot we do th-t, »nd I think 1t is in the
legasintion. It 1s the Nationml Security Resources Beerd, the chairman
of vhich was here this moruinge He 15 supresed to do thiat joc.

1f there 1s onc thing that I hrve laarned—— nd 1 am o milatary
men, spent & great mony vears in the Service, and spent some time in
business 2s wull cnd 1n the Government ¢s well—ait 1s thet we would b
m:king the grevest mastrke in our lives as sorvice peovle if we think thot
thet cavilisrn agency can be domincted by the militerys 1Tt must be civilicne
There has alweys been o very real fieling in this country thet they will
not perimit the military to dominzte thoe ecivilian zconomy in peace or Wors

we had 2 good plin before the lote wrre. It went ainto the weste
beskets why did it go iwto the waste basket? uwhy dadn't we use it? be-
cruse there wes 2 suspicion 1l through the country th~t the plen ricant
militzry dominstion =nd they were going to hove no part of 1t. They mon't
use 2 milit ry dominated plan the noxt tare either, you c¢wn be surce If
any moves 2re macde in that direction, we are doing our notional sccurity
more harm by grasping at the unctteinsble then ¢ny cossible good th-t can
core of at, I thaink that 1s one of the things we must foce with corplete
rezlity—thet this country will not tolerote militery dominstion of our
civili-n economye

COTLOIEL NEIS: Cormmodorce Smell, while we wore cesting around for
a2 mcthod of allocating mntericls before the Contrdlled Moturanls Plan
was cdopled, rs 1 recall, you advocated “2 pl. n knoun °s the Mrscrirls
warrents Plone  HMany of us were grectly 1nprossed with thot. as we sow
the cperation of the Controlled Linterainls Plan, meny of us folt thet noybe,
hrd the wer continued for o longer v riod, somcthing siwiler to your
metericls warrants Plan would have bcen more ecpproori-te. wonld you for
the benefit of the class just braefly outlaine that plon so that we night
hav. #n cce 1n the holc an another cmergency?

¢ HR. SialLs The warront Plon, so—called, was an idea back of the
very cirly pert of the war, before we had PRP end before we had CuP or
any of these thangs. It sead in essence that we have 2 bank account of
rubber, of copper, of stecl, or whatcver it was. we will give the Novy
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& check and the army o bank account and they will pass out checks or
warrants against that bank Jdccounl, cnd so on down the contract chaine

actually CuP turned out to be much the same. I think th.t ‘the
svstom Lhat I was advocatin® -t thet time wos a tighter coutrol, cn-
~blinc us to henale things v ith morce suretr thet the moterinls thet we
n~d s the Navy would not be diverted iuto the army or anywhere clsce
actuolly CwP 1t the teil end wes bequrning to be the Warreont Plan,

I think if you people would study 1t very carcfully - nd stucy
the rccords of whot haonencd, not in just the thre. materiils, copner,
stcel, end aluminum, but study the verai=tions thnet we had to go into on
forest prodvets, on leather, on various things, you would sce thet on
improved and refined end simplified CMP could be developed thot would bo
just ¢s offeciive 2s the warrsnt Flon was originally intnded to be, and
oorh ps more so, beccuse irdustry is 2ccustomed to CMP now -pd they cre
Accustomed to 1its mechanics.

Cne thing I would like to vecommend very strongly about any plan
is that, whatever you do, for God's s ke rmake it simplee Got cwzy from
a whole host of pieces of paper that con't mean anything. we were
plagued 211 during this wor with peoplc woanting piccés of prper filloed
out. Industry went nuts. They got fed up waith 1t. They finally ignered
it or madc them up sc thot they dadn't mesn anything.

wWht do rou get out of such a system? JYou gct a lot of stuff that
dossn't mean a thinge we spent the time of thousunds of people on that.
what do you come up with? You come ur with just a phantom. Sirive for
siaplicity! oStrive for clorityd

Another poant s th2i we wen'ft h-ve to control cverything with
mimibeness. we ¢°n contrcl @ very few tlaings with minutoincss ~nd thc other
things ar 2 bro=der nd eczsier and mors gonernl feshion #nd stall « ccom—
plish the s-me resulte. For exormple, it 15 anct quite possible te control
the wholu economy with stecl, but it 1s °olmost possible,

OLEST1OXs In the ecrly days of WPB it tcok ~ long trac to get
.O0rganizeds  whet would be your best idea as to the plon we sheuld pursue
nov: 1n order thet vhatever ogency wos determined Lo be necded could bagin
to orgenize atsclf =and function irmelistel; so thet the mterials that
people need in thos: quentities wall nol be drained of £ for unnccessery
uscs?

M. SFALL: Th-t as 2 very good gquestion, ond one that I could
probably talk on feor three or four dnyse. If T underst nd the prescnt sctup,
this Netiondl Security Hesources Board is suppos.d to be an embryo war
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Production Board, an embryo over~all authority. I have just recoived
wilkin the lasl few days some papers from the &NM3, vhich I have zoge
.over once, and 1 am frantly purzled. I am not sure what they ave driving
ate They arc talkaing sbout another office called the Office of =aticnel
tobilazations Thas 1s confidentiel; at loast, the letier said 1t was,

CENZIRAL WeKINLEY: You mesn the now plan?
MR. SMwLL: I gjust got this one yestcrday.
GENERAL ifcKINLEY: In two volumes?

“R. S:nIL: That is anothur onc. I got the two—volume one cbout
a rock ago. I certainly hove not had time to study ther with any thor—
oughness., .

I was to2lking with the Generzl before this mecting =nd I said I
would be sure to sa2y some thing 1ndiscrect. S50 here a1t 128, One of cur
gree v troubles durang this pest wer was that we had a traicycle z2nd ths
WPL wrs running only one whccl. Yhot won't worke Whatever ngency ve

ave must run &ll threc wheils of thas traicycle or we are not zoin: to
nove rwerd fast

Iet us asswne th-t the Lationc 1 occurivy fesovre. s Herrd, or [ou
cin c¢cll 1t what jyou wish——the Office of Nationol JOb_llZcLlﬂhﬁ-Ls the
azeney which 18 going ho be the over—2ll agency centrolling thoe wno-
ctavitacse That sgoncy as 5o heve the best dota ¢t 1ts comems & on sour
requiretaerts and or the othoer f£f.1low's requirenerts of resourcces. 7t
M3t hrve constantly up~to-é-tc, prep:ired, laws, 1f vou like, or reculetions
cs we called thm an the war rProducticn Bocrd—L orders, it ordors, “nu so
forth—sc th "t we¢ ¢ 'n throw thos. laws or regul.tions inste inevstr,- with
one swoop 7t one time and stop bhesc devins an ¢ o hurry and wiich e1ll
perinit rescurces to flow where we nced them, an o hurry and viiloub vie 1ting
for = lot of rncw people to come acwn horc ond try to work oub scwcohing now.

we have 2 lot of mrterasl even 2f we st rt vhore we sioppoed. I
we qust used that, 1t would bec gocd enough to stert waithe It 1s not roaily
gooa evneugh, becruse we con 1-prove 1t bzforc the next umergoeney occurs,
in omy opinione I think w  hive the time for that. But we mupt be working
cn a1t

I think the Mation-1 Sceuraty Rescurces Bocrd is the one that
should have thet part of 1t completely um to d te ot 21l timess I thaink
that 1s thear job znd I thank they should dc 1t. They should b turning
to the Services for the Scrvices! derand on thise totnl rescurccs, whe tever
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they may be, whether they nre steel, cr cutting diamonds, cr platinum cr
whatever 1t is. They should know at all times what the Scrvices! dernnd
is going to be for whatever we have ond what the (ther demends will be
and know whether we are short or cver.

we have the mechanics for t hate The thang is zlrcady laid out
in rough cutlines It h-s been discussed <nd redascusscd =nd written
downe I Jjust can't undersiend why we cen't meve forward olong that lines
If we don't do it, if we pull end heul «nd try tc muddle the whole thing
up, we ore going tc heve exactly the s me thing happen next time as
huppened laost timcs They nre going to cell some f£21low duwn here and
put him in chorge and tell him, "You are it " He is gning to zo ahead
ind try to develop something overnighte. we are going to go right over the
Sare rerry—o-round of imorovising againe. VWe don't have tc do thate we
can heve this whole pattern laid <t ~h--d of tine.

GENERAL licKINLEY:s Our time 1s rurning ocute You hove been s.
gercrcus answering all these questions thrt I heve let them impese on you
lenger thon usurle I wont to thenk you for your splendid talk hure this
nerning.

(24 N.vember 1947-450) S.




