FROBLEMS COHpROFLZNC INDUSTRY IW
PLANNTHG #OR W..t FRODUCTICH

4 i arech 1949
COi TENTS

Page
LZRODUCTICN—~3rigadier General J. 1. iolaan, 1S4,
Deputy Commandant for BducaticNieeessssseccssssosessl

SIZii:R— Colonel John Slezak, JSpecial

:ist leserve; President
end Director of the Turner 3rass JOMPaNY.sescecasacorsssl
GZixiRel TISCUSST

-LG-[:'IIOIIOQIIIIln.-n-.--allv9'l'v'h'll'!!l.lu!ll!..lo

Fublicaticn To. 14885
THE IHDUSTRICY COLITGT OF 1% AOFED KORCUS

Washington, D, C,




L ee—m e e

¥

PROBLEMS CCNTROHTIKG INDUSTRY IV
PLAYNING FOR WAR PRODUCTION

4 March 1949

GUYVERAL EOLNAY: Industry today ¥nows how to produce muritions. Its
magnificent record in World War Il offers ample proof of this, DBut I
am very much afraid that the exverience had to be gained the hard way.

In industry, as in the “iilitary Services, there are many thoughtful
men who are continuously searching for better and less costly ways of
keeving Americe strong industrially. Our speaker today is very represent-
ative cf that group of leaders and planners on the industrial front,

Fe has had wide experience as a production engireer and in the field
of industrial management. During the war he was the District Chief of
the Chicago Ordnance District, reporting directly to the Chief of Ordnance
"and responsible for the vroduction of hundreds of millieons of dollars
worth of ordnance equipment of every description, He has wide interests
in civic, educational, and military affairs, in addition %Yo his primary
responsibility as the Fresidert and Director of the Turner [rass Company
of Sycamore, Illinois, '

I take great rvleasure in introducing to you Colonel Johr 3Slzzak,
Specialist Reserve, who will discuss industryts planning f'or war preducticn.
Colonel Slezek, ' o

COL;NEL,SLEZAK: General Holman, I only hope that I may live up tc¢
that introductien. o

Gentlemen, I car assure you that I fesel grateful for the privilege
¢f appearing bvefore you %Today; 1f our discussion trings about even a
slightly better understanding of this very difficult probler, I will
feel well repaid for my effort.

After sending to General Vanaman my accentance of his kind invitation
to talk to you, I begsn %o make an outline of what I .was going to alk
‘about, I came to the tragic realization that the wrong man had been
chogen for this job. 5S¢, as a way out, I asked approximately 30 outstand-
ing men from industry for Ctheir vievws on this subject. Rvery one of these
men represents a company that was active in production of war material
during World War II. Some oI the companies involved are large and others
-are small, the largest employing apvroximately 30,000 people and the
smallest approximately 200 people, Some of thom dealt with only one servics
and others with several services simultancously. Some of thenm produced
products similar to their peacctime products--only ir larger volume--and
others were producing articles cimpletely unrelated to their peacetime
vroducts. Some subcontractzd small portions of their work; others sub-
coentracted as much as 80 percent of their work., Some cxpardsd +their




volume of work a little, others as much as ssvsral hundred percent, ond
one expanded its annual production from approximataly 800 thousand dollars
volume 2 year to aprroximately 34 million dollars wvolume n year., £11 of
the men asked to comment responded, and soms of them wrote as much as
twelv: pages of Lypewritten comments. 1 am not geoing to read them ail

to you, but, gentlemen, I am sure you will agree that I have a large
emount of combincd experience behind me; I hepe that I will be able tn

usc it %2 a constructive purpese,

There is ons interesting conclusion that parmeates throughout these
comments; that is, that men in industry have not only whelehearted
respect for you mon in uniform but 2lso a tremsndeus appreciuticn of your
integrity and leyalty tc our basic institutions. Our country is fertumate,
indecd, that the officer personnel of osur Armed Forces have such thorcugh
understanding and appreciation of our free-entesrprisc system, act enly
as a military potential but alse as =z way of life. I do hope and nray
trat Army, Yavy, and Alr Force will always remain ocur Army, our ¥Mavy, and
our Air Force, and not a thing apart. o -

In time of emergerncy the job of industry is to help convert the
economic resources of the Mation into military strength in the zhortast
possible time, BSo, then, what are the problems confronting industry in
rlanning for war production?

L am surc you rcalize that a subject of this magnitude cannot bLe
adeguately covered in 30 or 40 minutes. As a matter of fact, I could
talk on this subject by the hour. I could t2ll you of th: difficultiss
encountersd in acquiring the know-how of designing and procuring vroduc-
tion gouges and measuring instruments, of inspectlon problems, of getting,
deliveries on machine tools, of gotting deliveries on matzrials, of over-
coming difficult machining probloms, of imprevising production with old
and cbsclete machine tocls while awaiting for the new onszs, of training
menagement and production personnzl, of dealing witk labor problems, of
subcontracting, of financing, and so forth, As =z matter of fzet, here

I have u sizable book full of examples of sush probloms as they occurred
te the Chicage Ordnance District contrzctors and how they wore solved
during thes late war. Bubt all of these are run-of-the-mill, prosaic prob-
lems which can and shouid be solved by ¢0od managemsnt as 4 matter of
routine, '

However, in préparation for this talk, it has ccecurrsd to me that I
should rather deal with problems involving procurement and other apgencies,
proeblems rnot always Suscepbible of soluticn by the industrlial managomant
nlona. It has also occurrcd to me That You may csnjoy sceing some of these
problems through the zyss of the industrial leaders who coopzrated with
me on this survoy. They may not alweys be right in their conclusions,

tut, nevertheless, that is the way they saw them. Porhaps "secing ourselves

as others sce us”™ may have some constructive valucs.,




At the risk of oversimplification, I would say that the problums
confronting industry in planning for war consist primarily o knowling
what is wanted, knowing hew much of it is wantoed, ~nd knowing when it is
wanted. Simple, isn't itl And yot, gentlemen, mest, if not all, of our

ajor vroduction difficultics during the last wor originated in the
failure of the military to give us reasonably we r&ablﬂ answrzrs to thesc
questlonb. Oh, ves, I do understand and appreciamte the prob.ums brought
about by tha ever-changing conditions of war and warfure--the fluidity
of war--but things e¢sn become so fluid thet thoy are all wut and nothing
is accomplished but a senss of I rustr"tlo“.r

For instance, in Janunry 1942 o midwest manufacturer wnrs uskod to
guotc on the cost of tooling up mnd price per unit on the -7 lizht tank.
The recquested rate of preduction wns 1,000 tanke per month. The job was
extremely urgent and trzmendous preossurc was applied to get delivery on
" thess tanks in ths shortest possible tims. Cost was no object. IHewsver,
out of approximatzly 3,300 drawings covering this tank, less than 900
were avallable; after tl contractor start:d working on this job, ho was
recceiving design changes averaging ot a rate of 1srr011mat*ly one dosign
chenge every 40 minutes, The story of how this capacity waos crsatode-
buiidings, machinsry, tocls, productien organization, recruiting and
training of both the supervisory and production psrsonncl, ard so forth--
is in itself an spie. As a matter of faet, it was writton up in the
"Saturday BEvening Post" in the spring of 1845. lHowever, when 21l was
rcady for producticn a ysar latsr, in ifarch 1943, the croject was complctel
abandoned. OQut-of-pocket loss to the Government was approximately 20
million dollars, and there woro other losssgs that do not iund themsclves

casily to be ecaleulated in torms of monoy.

I could quote you similar exumples from artillery, small arms, and
armmunition. For instance, on tho earbine slone, after it was in rroduction,
we rcseived over 600 mandatory design cnangss. You know whet that means
in plamming for production, Cf courss, thors was considerebl: improvement
in this victure toward the ond of the war,

My survey indicates that the guostion of reguirsments was orne of ths
very important problems that troubled industry. Zuid one of the mrnufacturers,
verhavs slightly exaggerating:

"In the morning you werce told to producce 1,000,000 of ccrtain fuszoss
in tke afternceon you wero told to coubley it, and gerhops the next duy, in
the mor wing, you were told tho f weore not necded ot all and ts cancel
thom.,' '

I am.sure that you will 2o interested in some of the rcactions I
roceived from the manufactursrs T mentioned to you befere. Lot mo give
you soms sxamples:




"I ¥now that tecause war is fluid the reguirements for war remain
in a constant state of flux, 3But I believe that this very ftruism was tco
often used as an apology to cover blunders which need not have been made,"

Right or vrong, that is the way that manufacturer saw it,
Another comment:

"You are well familiar with 2ll of the vrocedures that had to be
complied with in connection with procurement, Realize then what chaos
was created in the individual business which had frequently te go threugh
all of the mechanical procurement procedures orly to be told that the
requirements no longer existed,” o '

Another comment:

"tnother evil effect of these 'false procurement alarms! was the
psycholegical, Those contractors whe were unfortunate te have experience
like this came to the belief that the War Devartment did not know what
it was doing. A contractor so treated could usually be mollified cnce,
or even twice, with the 'song and dancet' about the fluidity of war, but
after that he bepgan to lose confidence, and with i%, respect.”

Let me give vou another example. These are cirectly conied comments
from these letters I received.

"Te used to have a joks to the effect that ASF Reguirements Tivision
had 2 huge machire intc which they poured a lot of hypothetical and
imaginary figures, Then they turned thes crank, pushed a button, and
whatever came out of that maci:ine wers used as the matsrial reculrements
fcr ths moment.”

One of the men who dealt with four ssrvices sirultansously during
most of the war period put it this way:

"If only one improvement, from the procurement approach, zould be
made in the future I would vote for intelligent handling of basic
requirements as being thz ¥umber One benefit that could be accomplishedl,"

£ : :

personally had many similar experisnces, but one sticks in my
mind more tnan ary of tHs others. “e were driven hard to produce certain
medium tanks. Ve got everybody in high gear--unlimited overtime--no

Sundays or holidays off. I speat Few Years Bve with workers at their
machines. They wanted Christmas arnd Hew Years Days at home with their
families but were persuaded to stay on the job. e met and excazeded our
schedule, but on about 2 January we were told %o stor oll shipments. L
was a bleow to us how we were to explain this to our omployces and how we
were Lo explain this to the community, beecause gentlomen, you must
romember that without the wholchearted support of the Americar people
owr maximum ability to produece can nover be realized.
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In conclusion of this phase of my comments, this nuch sesms obvious:
If we had unlimited resourccs of men and materials, this type of situation
vrould be foolish and in time of war would be of rzlatively small importance;
but with our limited rescurces, unrealistice requircmcnts are not only
wasteful but can cause tragic conssqusnces.

To carry out the lecad pnlaced on industry in wartime cssenbially
involves men, money, and materials. Of these the most imporvant item is
men; if the problems of mex and crganization are handled well, the other
problems become of éecondary importance or tend to disappear cntirely.
For that reason, I will devotc the remainder of my time to various phases
of that preblem. ‘

It seems to me that in preparaticn for war proeducticn, if we had men
in the procurement agencies who not only knew what was wantec but had the
ability tc convey this understanding to industry ard make sure that
industry's interpretation of specifications, =tc., was what the Services
wanted it to bz, our problem would be relatively simple. And then if
management of industry could bs s0 organized as to bes capable nct only
of rapid expansion of management functions but also of corralling the
constructive forces of t heir respective communitics sc as to ke able to

utilize them in fulfillment of their mission, the prablems tiat we arc
talking abtout weould virtually disappear. Proper organizatior can £0 a
long way toward msking even mediccre men function offectively, ard’
competent men frequently can get the desired rosults in spite of poor
organizational sctup.

Let me 4211 you of somz of the production problems causcd by orgari-
zaticnal procedures and by men not scgual to their jobs, Thoss problems
might suggest to you ways cof doing the icb better next time, Hers are
some ¢f the typleal comments that I have reccived:

"There was oune veriod when we had to satisfy six difforent inspectors
from six different services on the samec sparc part. IThat certainly docs
not make for efficioncy, and it didn't help a eriticzl manpower situation
gither when thogs six different inspcetors did not have o single common
way of achisving their owm particuler missions,”

That is a probleom that industrisl managomont canwmot sclve alons.
Anothrer comment:

"Based on our experisnco, we tkan that there must be a botiter
coordiraticn on irspcction botircen the Armed Forces inspectors, nrime
contracter inspectors, and sub- contractor inspzcterse Time azd tims
again wc had the cxperiencs, on the samz part, of satisf¥ying 2ur primc

contractor inspesctsr, but not the Armed Forcss inspactor, or vies versa,”
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The next one is intercsting:

- "Inspectors from one branch of the service should not bz mads
responsible for inspeeting work going to ancther branch. We found. in
such cases that the inspector was much more afraid o make decisions,
fecling that he might be more quickly criticized by thes other branch.
We had arn Army inspector assigned to inspect sub-contracts for the Uavy
Corsair plane, and we found it axtremely hard +to get decislons to speed
vp production and shipmonts wnder this assignment. That same man gave
us. immediate decisions on sub-contracts Tor the army.” :

Lnother commant:

"We had one frmed Services inswector (chief inspector at that)
assigned to cur plant whose only pre—war background was with z trucking
corpany, end with nho technicel educaticn winatscever. He wos o 1126
fellow, but his lack of kncwledce ved us znd increased cosis.”

v

Another comment:

We thinl. that the Navy inspeciion vs ino rigid. Our superlence
indicat:d that they were intercgsied in little <details that didin't
basically affect the cuality, & that caused continuous headaches in

maeting preduction schedules.®

Another comment:

"Procurement personnel should be sslectazd wmore carefully in line with
Laeir responsibilities. /e had illnsirstions of stock brokers attempting

15
1o negotiste and purchase all sorts oi Sechniecal items, with practically
no knoviledge of engineering drawings or production-onerations.!

Ariother cormrent:

"A1ll kinds of procurement o’ficers dasecendad on industry. 'iny had
little or nc eXperience in aenuf ncfurﬁﬂg,-fﬂﬁ it appesred at times that
out of pure frustration they were looking for someone to 'tag! with a
contract,"

S5till anothar:

*We had many weeks whern severasl auditors from seave
Services were here at t“e same tire. These zuditors di
cther's zuditls or findings."

each

Put yourself in the contractor's :lace in that situation,




dow, gentlemen, while many oI thsse things seem negativs, renmerber
thet I asked them to let their hair down. They ars not meant to be
critical; they are meant to be eonstructive. Out of this “szeing our-
selves as others see us" sometiinc c0fstruc Eivs mey come.

Then in conclusion to this phase of it there is one very constructive

"There is one thing which we certainly think would be helpful to
incustry in general and thet is the estzblishment of adequate procedure
under which the consideration of deviations from any stendard could be
cxpedited,” ' .

Mis last comment brirngs to ny mind the difficultics causad bv faulty
organizational setup, That is, i% happsned agein ond agein that the
incéividual resn ons*bTG for wroduction results did not have aceeLﬁt'
authority over all elements of production to accomplish hiis mission. Let
me illustrate by an 1ncident fron ”W‘O:ﬁ oxporience.

m

It was in Novembor 1944 and tho production of 8-inch shells was on

a critical list. Weo were told to riove hooven and carth to produce these
shaells. I wrs with the Uader 3ecrcotary of Yar in the ofiice of the
mresicdent of onc of Th: ﬁanufgvquuLs of 3-inch shoells. Chicl awong the
reasons for nct neccting thce production schedules that this uen zuve o
the Under Secrctary was that thc Var deapovier Comrdssion siotld not let
him hire cnouzh men to mect his reguircments. The Under Sceretary turncd
to one of his zides and directzd him that this company's allctment of
men be changed at once to the number requested by phC pmanufacturcr. OF
coursc, it was obvious that thoe Under Sc crgt“%y of War, even though he
wag ragsponsible for production rasulis, did not heve aunthority to issuc

such an order,

fell, this 1s what happoncd: W local leber Mandgoment Comiittce
ol th: War Manpowor Commissien rofuscd to brdg;. it wzs sustained by
its vegional dirceter and firslly oy Me, Mcimtt hivself.,  ind thore it
stood, dangling., Tho Undor 3oerstery ond Hr. Ho dutt so*oho“ counld net
meet cven though ooth were in Washington. In the TCu t days and
siecles wrent by, and no zction con this critical itom. nally, T porscnally
enaged to sell the loenl committoe on changing its stend. That, by the

way5 is in 1tscll an dntiresting onisode of ﬁ'obl~ﬂs confronting industry
in plamming for war produciict.

T am svrc that you saw tho scgquel to this story in the
about tvio wmontas agc.



Let me close this phass of the subject with another comment from
My survey: -

"Cn the positive side of procurement, I would liks to mention that
for efficiency I believe the solution to be decentralization and more
decentralization. A4s I see it the central office, so to speak, should
serve only two broad purpeses: first, to disseminate the regquirements,
and second, to act as a service agency in supplying the basic legal
sround rules and up~to—~date national price information., Tt is almosy
always followed that wher “ashington got mixed up in a procurenent,
confusion resulted. I realize that the political mressuares to which
the 'main eoffices! were subjected by virtue of locaztion makes complete
cecentralizaticn a difficult protlem, bub I strongly urge that we should
be werking toward meking the Jashington office of 211 the bLranches highly
efficient service agencies to assist the field offices in the actunal
rrocuremnent worke"

I personally believe that decentralization of cperations arnd delegation
of adequate authority to the individuwals involwved would have eliminated
many delays and unnecessary and costly nuisances, In the Ordnance Depart-
ment we were very fortunate in this respect. The Distriet Chiefs had
adeguate auvthority to do the job well and were close enough fto the
contracters to bring about friendly cooperaticn and mutual understanding.

I think that industry could well emulate many ol the operating rractices
or the Ordnance Department during the last war,. .

The operatiorn of Selective Service causad many unnecessary headaches,
and in the next war 1t may prove to be too costly a Juxury. 7“this is the
way some of my friends in industry Zeel about its

UThe loss of perscnncl from cur Twoe plants through the dralt was
terrific, Out of apurovimately 1,000 employees we lost cver 600 employees
to the Armed Forces during the war periced. In many cases thesc men were
the fercam of the crop! fer production., We were up against cns or two
dreft boards that simply didn't do an intelligent Job on defermentss. The
chairman of one of these boards teld us, when we objected to their policies;
that his teen-age son could fill any Job in our entirc plant, and he was
supposaed to be an intelldigent individual and was dictating the policiles
of the board."

Another comment:

"he individual inequities which rosumlted fron the use of men were
so flagrant that I can only hope for their corrccticn through some kind
cf National Service law which will view all of our available manpower ag
one pool from which assignments will be made solcly upen the consideration
cf the good of tho statec in time of ermorgency and not upon benefits to
the individual.”
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Renegectiation may not be considered a production prcblem, but believe
me, gentlemen, it is one of the rezl parts of the whole produciion— :
procurement process. The problems caused by renegotiation created confusion
on the part of some contrzctors and dismay on the part of others, because.
on cne hand there was tremendous pressire against cost-plus.contracts zs

being against the best public interest, while on the other hand all
contracts, by virtue of statutory renegotiation, became cost.-plus contracts.
In my opinion, in a free democracy, renegotiation can never Decone a
successful substitute for inteliigent buying. Here are a few comments.

from my survey:

"Renegotiation in general sesmed to dull the edge of inecantive for
smaller companies. It was difficult to understand and you naver knew
wiat 1t did to you until a long interval after the contract was well in
rogress or completed. You never knew whether or ned you would lose
some of your skin with your shirt. There was neither protection in case’
of loss nor much credit for deoing an outstanding job.M

Another conment:

"Neither- industry nor laber should make a bonanza out of the war, but
the terms of their pay should be clear and eouitable."

Another comment:

"In renegotiations, efficient management should not be over—penalized
as was done during the last war,"

Another comment:

"Aside from the stupendous amount of work and exnense, snd the feeling
that renegotiations were conducted as a punitive measure rather than that
of obtaining a fair adjustment, renegotiation was effectively hancled,!

Another comment:

"Cartainly its only justification can be that it implerents the
inefficiencies of the procurement precess. If statutory reregotiation
is te justify itself much more emphasis must be placed upon the rewards -
and much less emphasis upon the punitive factor.™ : '

Ancther comment:

"hetually, as youw are well aware, over—all renegotiation was defeated
per se in those many cascs where a contractor performed inefficiently on
ong contract and cfiiciently on ancther. To actually accomplish the
purposc of saving labor hours and materials, the wiholce systen should be
set forth and administored as an incentive rathor than a detzrrent to
the contractors.”




That, gontlemen,  is ry story. Howcver, in concl sion 4 belicve that
the solution to mest of thesc azjer problems liscs in setting up orgon—
izeticns both in preocurcment cgenci-s ond 'in industry that cen acceomplish
thedr wartime missions in 2n otmoswoiery of con-usion, oG wven theurh
menned by the type of personncl thoy arc most likely te get in time of

M 30T CiOr gency.

45 1 have mentionod before, T hove deliboroteliy choson for tho purpesc
ol this tolk only certain brood phoscs of thoe wwroblom. Thcréforc, I de
hope that in the quostion poeried thet follows, yo ir quastions 7ill bring
sbout discussion of phascs of this problim which I have omitted and which
ney be coven of morc 1ntur st to you ti:xen the f”rﬂ_ of the probloms thotb
I have covorud.

henk you, gentlemen.

QUESTICH: Colonwl, in 21} of our studics norc cbout mobilizaticn
and “roductlop, the subjcet of & Hationel Scrvice et clweoys concs Up.
hat would bo industry's point of viwe on such & control of labor?

COLOH..L SLEZAY:  Ceoloncl, I anm noithoy qs:lijicd nor delegoted srith
..I
v

acthority to spezk for incusiry, but my Tcoling, zothercd Irem thosc
sarmple coiments of 30-o0cd manulcotmrd ron my oun cxporicnec durding
the wur, is thet industry, rs such, ¢ intelliigonce cocugh no :

thorough cnough “pnr001:L1n1 o' th: probiom to understond Lot in timo
of wor there is only one major cnd thet is %o win the wer. It is
very nico to talk cbout our socisl gains znd so ony, but I thick 1ndustrf,
2s such, mould support the viewy of ihe bost utilization of manpouor,
whether it is callod compleote roginentation or somcthing cise, for the
production of whatever militory cnd other necds mignt roguirc. '

QUEZSTION: Along that some lino, I am curious cut one of your
corrospenacnts who was victinmizod by tho nubdﬁwuacy o nis local draft
boara ond who then went ahead :nd sugglstod that wo put cverything into
& national pot. Did he carry *that Turthor wlth ugozstions os to
vhe practiczl mspoets of cdministoring such o

COIONTL SIZZAK: Commnndcr, you ~ro reforring to two dilforoent men.
So fer os pOSulb_J, I did net auobte frowm cne zonufacturer twicc. It is
rather intoraosting how the twe comments tic in, but thoy wors made by
men from two difforent orgonizations, onc cuploying about o thousand
coplc #nd the othor cmploying batwoon 250 and 300 pooplo.

T

However, I bolicve the feeling is—~-and I think I can speak on it
rathor positively—--that if the orgonization for the ndministration of
the Sclective Scrvice fct had boen sot up with o thoroush sprrceintion
of the problems thot cre apt te arisc under tho conditions that cxist in
time of wor, arnd il the draft beoards had btocn given not only suthority
but 2lso responsibility to got certain rosults, the Sclective Scrvico fct
could hove worked.
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Other situations were reported to me which T have rnot guoted here.
One examplc 1s the’casc of a young man who was 2 banker!s sor. He
was anemic and not physically fit, but the public opinion of the community
vias that the boy had to go in the Army. Criginally he was rojsesed by
the leeal doctor. Later on, when the requirements were loviered, he finally- .
got In. I am using this casc as an cxamplc because I know the Loy
personally and it is a cdsc that mas brought up by onc of the manufacturers.
He vas shipped tc the Pacific, I believe he beeame sick on the way there.
The irry had him there for a fow wecks, brought him back, and then kept-
him around, Well, that was strictly a gquestion of organization. . I+ -
didn't make any sense. " But in that particular community the ideca of that
rich banker?s son having to go in the Army was so yrevalont that tho
board could not or did not resist it. S

It seems to me there should be a way to have an organization ty which
thet kind of pressure can be gotten around,

QUESTICN: - You spoke of the difliculties of renegotiation, and I
think your statement was thal intelligent buying is the answer to some of
these problems. What would Le your solution to the problem that arises
when a new piece of equipment that has not been produced before is turned
over to = manufacturer? How can you buy intelligently from that man when
he has had no experience in turning out thzt equipment and there aren't
complete drawings or a model on which he can base any. estimzte? T am
referring to the initial stages.

COIONET. SIEZAK: That is a very good point, Colonels I agree with
yous But why not make renegotlation or some price adjustwent scheme apply
to specific cases instead of generalizing and including everything?

A further deterrent to war effort was the fact that renepotiation
applied to you if you were producing ammunition but net to your conpetitor,
in the same town who decided that it was not wise to gzo into war work and
that he could be kept busy on a lot of nonrenegotiable vork. .

I had exactly such a case core before me for renegotiation in‘my
district. The organization that went on war work was allowed, before
taxes, something like 10% percent. That industry was in the habit of
malzing considerably more, but that is the way it came out according to
the rules which, by the way, were set up right here in Washingtons On
the other hand, the compebitor who very cleverly, .from his viewpoint, ‘
did not do anything that came within the scope of rcnegotiation was making
23 percent before taxes, o

QUESTION: You dont't think that would ne an,argument, then, in favor
of renegetiation at some stage in the cortract?
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CCLCNEL SIEZAK: My argument is against the way it wass I would say
this, Colenel, that a desirable renegotiation principle is to provide
some sort of incentive to save materials and men. As it was, if you
looked into the arithmetic of it, the morc moncy you speat and the more
material you wasted, the more proflt you got, because ypu got whatever
the percentago of profit was on thet wasted material. :

Aules could have been made in Washington—and agzin this is just my
perscnal opinioq-—that might have allowed for an adequate reward for
savings. The reward for accomplishments was small and tne punishment for
inefficiency or neglect was nil. ‘“hat I mean, is that, if you did not
produce, it was next to impossible to prove that you were negligent. As
a result, the poor producer would be given let us say 8 cr 9 percent
profit before taxes and the good producer was given perhaps 11 or 12
percent profit before taxes on that work. But I can quote yon some itens
on which we had prices ranging from 92 cents to. $1.85 a unit. lNow, you
know, that 2 or 3 percent additicnal profit Irequently does not make up
the difference. To you see my peint? If everybody, even those vho were
rroducing at the lowest cost, would have increased their cost so as to
be able to charge the highest price, they would have mads more money.

I am not making a case for thet, hat T am trying tc point out is
that whatever is done should amount to doing what comes naturally. In
other vords, when these men are doing what they think is for %their best
interests, they shcould at the same time be doing what is for the best
interest of the Nation——and that reguires some sort of incentive or reward.
In general, as the rulas ver? applied, ctatutorv renegotiation did not

work out that way,

QUESTION: Could you give us yowr views, or industry‘s views if you
have them, on the present allocation system that is being mracticed by

.the Lunlnlons Board in its tentative al’ocaticns, leadlnv towara

mobilization planning?’

COLONEL SIEZAK: Well, sir, thst is a bLig ong. A certain amount of
planning is betier than no planning; and certainly, Jaen intelligently
nandled, much can be accomplished, sc I am for it.

If you will permit me te ge tc an example, vrior to World War II we
had allocations of facilitics to certein services for certain types of
work. -While a perfect job was not done, there was quite a bit of basic
information available; I believe, if the original mobilization plan.
had been followed, we would have gained a great dcal. I am rore familiar
with the ordnance end of it than that of any other service; the situation
nmight have been better elsewhere, Fowever, during 1940 we had to use
corpetitive bids on such things as thc carriage for an S—inch gur. This
actually happered. The manufzeturer who had 80 or 85 nereont of the
production eguipment needcd on hand and who “fas in similar werk was high
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bidder. fAnothor monufaciurcr, who hod to buy 50 tc 75 pere.nt  of the
cguipment, -got tho centroct.  You crn scc the disturbonec te the over—all
netional cconomy thot can bo couscd by that sort of thinga

T don't kmow whether it ansvuers thio cuostion, but ny Jceling is that
the morce definite, intelligent plonning onc cnn do, the buotbtor.

<

OUSSTION:  Sir, do you Shink t!at if, during the wior, your ordnonco
procurumcnt dzst ict in Chiicage hnd been covbinzd with all the oticr Arned
Yorces procurcinent districts inte one Armed Forces Procuremant dDistriet
for that narticular area, better results woiudid have been oblained, or not?

COICWSL SLEZAX: T fronkly don't lmow. The vhole thing stims coub of
thls, Colon clu If 211 the scrvices hnd known whot they wenbted mnd Af
~oir organization hod boon so sot up that any devictions in rvo;ﬁa or
qu1atlons from standords could hove boon so handled theot o cuick -nswer
could have bean given te industry, I would be inclined to roswur yes., On
the othor hand, when you hove voriotions of porsencl opinion s to cquip-
mont design ond usg, thabt is cnethor story.

What recily helped the ordnonco dis ict systzo ios a close undorstand-
ing amongst thc personncl.  The plen qad a lot of gefoots, but T never
saw any discord among thc district chicfs, There was a very high deproc
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0o cocoperation. Even areng the plants I centrol I don't goo that xind
af cooperation.

Now, if you ha s all of the forementioned cenditions in cxistence, I
would szy yes; but when you arc in a stats of flux, whcn you arc develope
ing an organization, you havc to have much batter pcopls to make it work
than when your organization has gone through the tost of fire and is
Tunctioning.

QUESTICN: Cclongl, I was intercstod in your cxauple oif the industrial
organization that omployed 2 thousand : .bn, 500 of wiren went into scloetive

scrvice. Do you think thet industry has the gencral 1mprcssion that it
could, in & futurce wer, rctein soro l, 42 percent of its original

cimloyoes?

COLQO:TL SLTZAN: 7?611, Commander, I dontt think there 1s cny dofinite
impression on anything of that sort. It i & auestion of b T*nce. ‘ndns—
try could e bettér organizaod; and if thero 1 5m—zcnd T hopo Zhorc will bo—
closcr liadson between the services and industry, their orgoanization
could be set up To be effective under wmore difficult conditions.

But when you arc decling with such things as tho i=7 tonk 1 rvntloncd,
vou need highly skilled mon. You arc wastvng highly skilled wen and
losing timc if you take thosz mon avay.
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Any industrial organization--and I believe it is also true of the
military organizatiom--likes to retain a good team 'intact. Anyone is
going to sauawk when anybody attempts to break up a good werking
combinaticn that he has.

It is a cuestion of degree. Some pclicy-making body must make a
cormon-serse decision, whether it is desirable to get quick resulis at
the expense of wasting skills., I would say the better the planning, the
less essential it is that we retain a large proportion of skilled ren.

QUESTICY: To carry that same thing a step further, did you get any
specific comments on the current program giving Feserve officer commissions
to many of industry's up-ande-coming young executives and enginecers?

CCLOWEL SLEZAF: Yes. I would say virtually all of the comments are
favorabvle.

How, there has been some talk that not only should Reserve officers
be- 50 selected, but that Regular Lrmy, Navy, and Air Force offigers,
those who particularly will be dealing with procurement functions, should
spend sume time with industry, maybe sevsral months at a time, and that
they te not only interested observers but part of the team. They would,
therefore, have a better uncerstanding and appreciation of how to select
an organization that will deliver what they want and also how to iake
full advantage of the capability of that organization. Of ccurse, I
fully realize you have the problem of rotation, and the man you train
for vrocurement today might be sent to sea tomorrow, and so on. But,
naturally, the mors men we have who are trained and understand not only
the possibilities and capacities of the industrial setup but also its
limitations, the better results we can accomplish ir time of emergency.

QUESTICN: Will you corment on industry's resction to the termination
procedure, particularly mass terminations at the end ¢f the war, and how
that was handled?

COLOWEL SLEZAK: Colonel, that is the bright thing in the picture,.
You just don't find anybody kicking about that excspt, possibly, on
details, I think it was phenomenzl, Nost of the men in industry realized
that when they did not get their money quickly, in 99 cases out of 100
they themselves were responsible,

Termination is the bright star, the glorious thing, for the services,
because that job was well planned and well dcne. 4And thank God that there
were men in the services who dared to act intelligently and whe had the
courage toact even before the Termination Lot was passed. You know, it
was guite a problem then, ’ :
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When ycu go around among the men in industry, you hear nothing but
praise on *this subject. 8o I didn't cite it as a problem bzcause I
didn't think it was a protlem.

COLCYMEL HOEFFER: Colonel Slezak, on behalf of the College, I want
te thank you for bringing out some things which, as you said, show us
how other people see us. I think we can gain a great deal from reflect-
ing on them., Ye apprsciate your coming here very, very much indeed.

COLOYEL SLEZAX: Thank you.

(29 March 1949--450)S3,
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