
RESTRICTED 

COR~ION AND RECONVERSION OF INDUSTRY IN~AR 

5 February 1951 

CONTENTS 

INTRODUCTION--Colonel P. A. K l e f f ,  USA, 
Member of the  Facu l ty ,  ICAF.. .  . . . . . . . . . . . . . . . . . . . . . .  1 

SPEAKER--~. John W. Pocock, Booz, Al len  &Hamil ton  . . . . . . . . . . . . . . .  1 

G~RAL DISCUSSXON ............................................... 17 

k 

Publication No. L51-76 

D.~USTRIAL COLLEGE OF THE AR~ FORCES 

Washln~on, D. C. 

RKST CTED 



R TRICTED 

John W. Pocock, partner in the firm of Booz, Allen & Hamilto 
He attended the College of W~oster where he received his B.A. .n. 

degree, he received hie M.S. degree from the Nassachusetts Institute of Tech- 
nology. After completing his graduate studies, he Joined the Arn~trong 
Cork Company, serving for over five years in various engineering and 
executive capacities; he spen~ two years In industrial and plant engi- 
neering work, becoming staff assistant to the vice-presldent of manu- 
facturing. During World War II, as an assistant chief engineer of the 
Aircraft Division, he was responsible for design, tooling, and produc- 
tion engineering in the sizable airframe production operation estab- 
lished bF the Armstrong Cork Company. Today, as a partner in bhe firm 
of Booz, Allen & Haailton, management counselors, he is actively en- 
gaged in industrial planning assignments with and for both pri~ate indus- 
tr~ and the armed forces. He was a lecturer at the Industrial College 
of the Armed Forces in 191~9 and 1950. 

R RIC  



RESTRICTED 

CONVERSION AND RECONVERSION OF INDUSTRY IN WAR 

5 February 1951 

COLONEL KLEFF: Gentlemen, no doubt you have all heard the 
expression that it takes time to get the wheels turnlng. ~ In any 
study of war production it is essential that we have an understand- 
ing of %he difficulties involved in getting into war production and 
then at the end of hostilities of getting back into civilian pro- 
duction again. The difficulties involved in these transitions are 
the basis of our lecture this morning, ,,Conversion and Reconversion 

of Industry in War." 

Our speaker, ~r. Pocock, has had considerable experience as a 
management consultant. At present, he is a partner in a firm of 
management consultants. He is therefore distinctlyqualified to 
discuss this subject with us. It is a pleasure to welcome back to 
the Industrial College of the Armed Forces and to present to the 
staff, faculty, and student body ~:. John W. Pocock. Mr. Pocock. 

N/~. POCOCK: As the son and grandson of Presbyterian ministers, 
I learned at an early age the value of a few good spot sermons which 
could be remodeled annually and called into service as ,%reathers" 
about the time the good parson began to feel a bit world weary. 
Indeed, the repeated shift of some pastors from congregation to con- 
gregation has sometimes been attributed to a leaning toward changing 
the audience rather than the sermon--thereby escaping the intellectual 

grind of beating out "new material." 

As the Commandant of the Industrial College, General Vanaman, 
has learned with unseemly alacrity the possibilities of a perversion 
of this procedure--especially since there is an annual replacement 
of this congregation--and has set up his defenses in admirable though 
somewlmt disconcerting manner, each year my subject is changed for 
me--not quite enough to discourage me from taking a crack at it, but 
enough so that I can't beat the same old drum! 

This year's subject of ,,Conversion and Reconversion of Industry 
in War" is a most provocative one since we are discussing the single 
most important topic in the industrial top-marmgement picture today. 
The topic is broad. I'm going to exercise my prerogative of selection 

and hit only a few basic themes. 

The inclusion of reconversion in the subject title strikes a 
sound note. There are those who might claim that the problems of 
reconversion are so far away that their consideration distracts unduly 
from the work at hand--that as we battle for the survival of our way 
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of life we cannot indulge ourselves the luxury of any reconversion 
apparatus. Yet we must reconvert someday. ~hY struggle if in the 
course of the struggle we ourselves destroy the very thing that we 
strive to save--our ability to maintain and raise the degree of 
civillzation--the standard of living we have come t 
try, since it is a ma~or ~^~^~ ~- ..... o enjoy. Indus- 
completely e x ~ ^  ~ . . . .  ~ ~n. unls pattern of life, is not 

- ~ ~.~u~ ~nu some m~nnr~um program to meet reconversion problems should be permitted. 

The battle performance of the carrier-based fishter is cut by 
each added pound it carries--yet we permit the luxury of an arrest- 
inghook so that we can retrieve plane and pilot after completion 
of the mission. And many weary pilots trying to make the deck after 
a long, hard mission could have used another foot or two of luxury. 
So, unless we plan on sending industry on a one-way mission, let's 
allow some minimum reconversion apparatus. 

I speak of this to you gentlemen because you will be indus~ry,s 
advocates at court in t~e positions to which most of you will move. 
It will be your primary responsibility to present industry!s views 
and requirements at the military council table as defense programs are developed. 

You gentlemen are top management. You must deal intelligently 
with matters of selection of major objectives, top policy formula- 
tion, and basic program development. You are in this college to 
develop your thinking and problem solving ability rather than any 
digital dexterity in paper shuffling. 

Men are creative when they think and good thinking takes time. 
The really successful top-management executive tries to keep a major 
portion of his time available for thoughtful contemplation of the 
problems facing his operation. You will be ex~ected to give top 
guidance to industry in the conversion effort_lso let's spend some 
time contemplating the problems of a converting industry. Let's 
think at a policy level. 

Once the basic policies and programs are determined, let indus- 
try takeover the execution of program detail within in 

icy ct .... ~ ~wo en~re~y different things 
~u~ance ana ~etail dire ~ ..... + . . . .  dustry. Pol- 

A major pitfall--and I cannot emphasize this too strongly--is the 
temptation on the part of some military planners to carry industrial 
planning programs into industries and companles an det 
doing, military nla- .... ~ ......... " " all. In so 

~ ...... ~pa~e tnelr strength and move into a 
labyrinth of unfamiliar local detail in areas of planning where any 
company worthy of the name has long exercised certain capabilities. 
Let the strength of the armed services participation in industrial 
conversion programs b e  in mature policy guidance-,not in trying to 
do the job~'or industry. 
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Let's take a look at the situation we of the Nation's industry 
face today as we try to forecast the probable future environment in 
which we must o~rate. I want to take you back to the very start so 
you can sit as executives today trying to look out ahead, seeing what 
we see from the industry side. We must take a forecast based on to- 
day's likelihoods, but since the greatest likelihood is that of change, 
our primary objective must be flexibility. Any conversion program the 
Nation undertakes must make us industrially ,,light on our feet." 

As we sketch this pattern, come around and sit in the president's 
chair. As president of the company, we find ourselves looking into an 
uncertain future--but one in which the most probable pattern must be 
forecast as a guide to our industrial planning. I believe that con- 
servative assumptions as to the future might be made somewhat along 

this line: 

i. That today's international conflict is wazed by somewhat more 
subtle means than open military operations. It is a battle for the 
minds and emotions of populations; an undermining of economics; a pro~ 
gression Of political maneuvering. This means of conflict extends the 

period of conflict--perhaps over generations. 

2. That our Nation's fundamental strength and attraction is the 
pattern of life achieved through the spectacularly successful practice 
of our free-enterprise system which has given birth to, and is in turn 
supported by, our unprecedented industrial machine. In the battle of 
ideologies this industrial machine must continue to maintain or further 
advance our standard of living Nelse we lose by default in the years to 

o o m e  • 

3. That the existence of military might is a powerful deterrent 
to overambitious extensions of propaganda, economic and political war- 
fare operations by our opponents if they recognize the probability 
that complete military defeat may come their way if they overplay their 
hand. We must, therefore, build and maintain a substantial military 

machine. 

~. That we are, therefore, facing a guns-and-butter economy for 
some years to come. This period will be shorter if we are forced into 
all-out military operations which end successfully--but we will not as 
a nation initiate such a course. The period will be the longer if we 
continue warfare short of all-out military operations--perhaps, as one 
writer has conjectured, to the year 2000. Therefore, as president of 
my company, a conservative estimate might well be that this generation 
of industrial top management has seen the sun set on the old order of 
things and must adapt its thinking and planning to a split guns-and- 
butter operation for the foreseeable future. 

3 

RESTRIC  1 



.RESTRICTED 

5. That ratio of guns to butter may fluctuate widely as Pressures 
and counterpressures build up and dissipate. Industry must have two 
taps under a reciprocal control--the one flowing peacetime product, the 
other flowing war material. 

6. That the need for rapid increase in flow from either tap-- r, 

expanszbility"--recommends a wide base from which to expand. Rather 
than having 25 percent of our companies 100 percent converted, it is 
better security to have lO0 percent of our companies 25 percent con- 
verted. This means most individual companies must straddle the line, 
being r~ady to move in either direction--a situation fundamentally 
different from World i~ar II when entire operations were shut down and 
converted--the peacetime product tap being disconnected for the dura- 
tion. It will be noted that if this last assumption--the rubber ratio 
between peacetime and war products--be true, the terms "conversion, 
and "reconversion,, lose much of their meaning as absolute positions 
but are now merely indicative of the direction of the swing between 
guns and butter. 

S~mming it up, as president, Itm in for a prolonged period of 
mixed operations, during whlch time I must maintain a flexibility 
which will permit a rapid variation in my "gun-butter,, mix This will 
be the basis to which further points I want to make will be related. 

If this be the case, anticipating the prolonged period of prob- 
lems in which we will be involved, why should I bother to convert 
some of my capacity to defense items? Aside from obvious patriotic 
motives--and I certainly don't want to rush past these motives qmickly-- 
there are some good sound business reasons. The basic reasons can be 
related to responsibilities that I, as president of our company, have 
toward three distinct groups: 

1. To the Nation--the society which has given my company its 
opportunity, to whose needs I produce.--It,s only prudent to help 
defend the base of my success and to meet the new needs of my country. 

2. To the stockholders whose faith in free enterprise has led 
to their investment of accumulated capital in anticipation of a return. 
~Their investment deteriorates unless I maintain a competitive, pro- 
fitable, growing business. 

3. To the employees whose lives as individuals are affected 
greatly by the company,s fortunes.--Theydeserve Job security and 
opportunity to grow as individuals in the business. 

These points are valid for any kind of business--peacetime or 
defense. Satisfy your public, your stockholders, and your employees 
and you're doing all right. Miss on anyone and you sabotage our 
free-enterprise system. As we study the requirements of a healthy 
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industry, we should not lose sight of the last two responsibilities 
slmpl~ because the first responsibility is emphasized in an emergency 
period. :.You gentlemen going Snto the field of industrial-military 
liaison can have a stimulating effect if you observe and make decisions 
in the light of all three of these fundamental realities of our indus- 

trial economy. 

Here is how one company stated its objectives in converting--and 

I'm paraphrasing a bit: 

i. To carry our share of the burden of defense. 

2. To hold together our management team as an operating organiza- 
tion with continuing challenge to stimulate executive growth. 

3. To replace lost regular product volume with defense work. 

&. To keep jobs for our people and if possible provide jobs 
for people in the community laid off by nonessential business so that 
they will not be forced to leave their chosen co~unity to seek work. 

5. To endeavor to develop labor skills and facilities having a 
possibility of long-term, nondefense usefulness. 

I could give you other lists--some much longer--but the reasons 
given usually cover the three responsibilities we noted earlier. 
Appreciate the motivation behind industry's moves to convert a,~i you'll 
continue to strengthen the bond between the military and industry in the 

national defense effort. 

Now, another step in our thinking. Granted my company wants to 
convert, what can we contribute to the national defense effort? 

I think we get concerned with the contribution a company can make 
in the terms of physical facilities adaptable to a specific program, 
to a point where we overlook other contributions. A major portion of 
the industrial conversion programs laid out in our typical defense 
capabilities studies, concerns just this physical facilities conversion 
problem. While the importance of physical facilities cannot be denied, 
there are other factors of equal importance. ~ 

Here are some contributions which can be made by a company to 

the defense program: 

1. Financial capability.--Capital availability is a major con- 
trib~tion. While the Government has provided means by which financial 
assistance may be obtained, the company with its own financial strength 
has a real advantage in moving quickly and more flexibly than the war 
baby relying lO0 percent on Uncle Sam. Those of you who have already 
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had an industrial planning billet know how welcome was the company 
that wo~ldn,t need cash advances to get rolling. 

2. ~nagement team experience.--We talk about this but are 
awkward in our attempts to evaluate it as a factor. Two years ago 
on this platform I was asked how we could go about measuring manage- 
ment capabilitiesNwhat scoring method could be used. My answer was 
to the effect that measurez~ents of management effectiveness have been 
made but that they lack the precision to make them worth-while in com- 
petitive evaluation of two or more managements. The difficulty of 
making such an evaluation is that the measurement of people and their 
operating capabilities have never been reduced to a mechanical pro- 
cedure as have evaluations of physical facilities. It is still a 
matter requiring mature Judgment and a degree of management wisdom. 
And this is just the reason why evaluation of management contributions 
should be one of the most ~zportant parts of your responsibility as 
leaders in the military industrial planning programs. 

3. Labor.~labor, regardless of skills or lack of skill, is an 
important contribution. And a labor force retained as a whole, accus- 
tomed to the operating pattern of its management, is a far greater con- 
tribution to the defense program than would be the case if the workers, 
as individuals, scattered themselves to employment on many new jobs. 
We deal so much in the unswerving ~thematical certainties of square 
feet of plant space, available equipment hours, etc., that we tend to 
do the same with human beings. We forget that there is a vast differ- 
ence between an operating labor force of 100 workers and simply 100 
more people. 

Before I go on, may I point out that the above contributions are 
the only ones that many very successful manufacturing companies can 
make to the defense program. Yet I sub,dr to you that a well-managed 
manufacturing labor force backed by a substantial financial capability 
is an extremely attractive proposition., So, as company president, I 
need not hang back if this is all I can offer. 

If we were to match a superior management, a secure and willing 
labor force, both backed by adequate financial strength but with no 
special skills or plants to produce Product X, against a splendid 
physical facility operated by poor management with disgruntled workers 
under financial stress--! would bet on the team with superior manage- 
ment to reach peak economic production first. 

Therefore, as president of the company I would hope that military 
industrial plan~ers would give proper weight to these basic strengths 
of a business and not be lured into the false assumption that existence 
of convertible facilities is necessarily the guarantee of superior con- 
version performance. 
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This observation is not meant to rule out the very real value of 
the more specific contributions some companies can make. 

&. Plants.~Probably are the most publicized contribution. We 
may overdo our analysis of plants as a major measure of conversion 
capabilities. This perhaps because it is so easy to work with square 
footage figures and reports of plant condition. A very important con- 

tribution but only one of several. 

5. Equipment adaptable to specific defense production.--Thls is 
perhaps the most important contribution that a company can make. 

6~ Experience and know-how.--Not many converting companies will 
have this in the field of their major defense endeavor--but where they 

do, it is of first-order importance. 

Granting that we, as president of our company, have analyzed the 
specific contributions which we can make ~o the defense effort, we now 
have the problem of just where does our company fit into the picture? 
This is a problem of tremendous long-term importance to the company 
inasmuch as a misallocation of our effort at any early date may well 
bind us to an incompatible program for some years to come, particularly 
on the basis of the assumption that we have years of a mixed guns-and- 
butter program ahead of us. The importance of the correctness of the 
initial entry into the defense picture is one of the problems presidents 

of companies talk to me most about today. 

In our efforts to fit our company into a sound, long-term position 
in a defense economy, we must remember the three responsibilities which 
we discussed earlier. ~e will have plenty of_people sizing up our situa- 
tion from the point of view of the first responsibility--that of pro- 
ducing defense apparatus for our Nation. Unfortunately this can get 
perverted into a sentiment that the exact production program we convert 
to is far less important than the fact that we convert to something--and 

quickly. 

Having appraised the ability of my company to contribute--how can 
it get into a defense program? The two alternate approaches would seem 
to be, first, to await a specific call from the armed services, or second, 
take the initiative ar~i seek out those defense requirements which my 

company can help meet. 

It is Just at this point that a rather interesting anomaly occurs. 
~ge find some successful companies, which can contribute to the defense 
effort, sitting back and awaiting the call from the armed services with 
little or no prosecution of their capabilities by themselves. The same 
people who cry loudly about regimentation of private industry during more 
peaceful times may well be the people who relax and await the complete 
detailing of their defense program by the Government. This apparent 
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backwardness--and there is no denying that it exists to some extent--is, 
I think, a management reaction resulting from unfamiliarity in the defense 
field and an unwillingness to poke their corporate nose out at the risk 
of appearing militarily naive. I don't think it is because they are lazy 
or have any lack of desire to contribute to a defense program. 

In the other extreme, we have companies which are actively develop- 
ing their own programs for proposal to the military based on their own 
assessment of what they can best contribute to a defense economy. The 
wonder is that more companies do not follow this course. Wein American 
industry pride ourselves on our ability to size up the needs ~f our mar- 
ket, to organize programs against that need, and then to go ~head expe- 
ditiouslyto me~t the need in a sound and profitable manner. It's the 
same approach here. Organizations~hich are selfstarters in this manner 
are contributing to the collective speed-up of our rearmament endeavor 
perhaps more than we realize. 

I am not suggesting that a complete "laissez faire, philosophy 
can be followed in the production of war material. There must be the 
basic determination of requirements and the policy guidance coming from 
the armed services through the offices which you men will occupy. What 
I am saying is that intelligent management should be able to anticipate 
to some degree what will be required of them, to lay plans accordingly, 
and thus move forward on their own initiative to a point of common de- 
cisionwith the armed servic@s. 

Now, if, as president of our company, we desire to move ahead on 
our own initiative in developing a general program for proposal to the 
armed services, what are the things to consider in investigating poten- 
tial opportunities? There are many criteria which we could list but 
I will note three which seem to me of prime importance! 

1. The selection of a defense program matChed as closely as pos- 
sible to the pattern of operations, management, and facilities followed 
in our peacetime operations.~Lest this observation appear too obvious, 
let me comment upon the fact that managements and executives are as 
impressionable as others in the human race. The glamour of producing 
a high-thrust, liquid rocket engine has a high attractiveness factor 
which may make us forget temporarily that we would really be smarter to 
leave the glamour to someone else and produce field kitchens or small 
landing craft components in view of the level of technical knowledge 
an our organization and our management and employee inexperience in 
highly engineered product fields. 

2. The diversification of our defense production to promote 
stabilization of operations.--if we are a large company and can take 
on several major projects, we should perhaps balance our efforts by 
production of airborne radar components, landing-craft assemblies, and 
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land-mines. In this way the varying trend of warfare, which must result 
in varied requirements for materiel, will not leave us holding the bag 
in the landing-craft field if no great number of landings are to be made. 
If we are a smaller manufacturer with the probability of being able to 
handle only one or two production programs, it would be well to achieve 
our diversity by producing an item which of itself has a broad and gen- 
eral usage. Canteens perhaps--kitchen equipment--such items can give 
us the stabilization factor, we seek. I am not suggesting that this 
diversity can be achieved to the extent that there is no risk involved. 
I am suggesting, however, that in the conversion of manufacturing com- 
panies to defense production this benefit to management of a diversity 
of defense output should be recognized by the military as a sound prin- 
ciple to strive for, if such can be done without compromising the Nation's 

defense program. 

3. The potential volume of the defense work must be in keeping with 
our potential capabilities. Once under way on a defense production pro- 
gram, our converted company has a certain obligation to expand our efforts 
if requirements increase suddenly. Thus, a manufacturer can set himself 
up for a very rough time if he commits himself to production programs 
which have a potential peaking far beyond the capabilities of his organ- 
ization. On theother hand, as president of our company, it is extremely 
important that we at least match any loss in our peacetime volume with a 
comparable volume in defense production--thereby maintaining our company 
operations at an economic operating level and protecting the earning 

power of our enterprisle. 

I am going to skip over one of the peculiar and individual problems 
Of every management; namely, how to go about selling its proposal to the 
armed services or how to lure an attractive program out of the procure- 
ment agencies. Suffice it to say that our democratic processes go to 
work and that out of them come contractual arrangements between the armed 

services ~ and our company. 

With a specific program to work against, we now move into the most 
turbulent period of our conversion, a period in which we lay out our 
detailed planning, secure or install our production facilities, go 
through the endless tedium of production engineering routine, man the 
facilities, set the operating controls, and then actually begin to move 

upward on the production curve. 

Although most of these activities run concurrently to some degree, 
here is a quick list of the areas of activity in the order of their 
probable initiation. I have tried to make up this list out of an ac- 
cumulation of similar programs on which we have worked or which we have 

seen carried out. 
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Organization for DefenseActivities 
J_ 

One of the greatest mistakes our company can make is to set out 
on a major defense program without first giving consideration to bal- 
anced organization, clear definition of responsibility, and precise 
delegation of authority in thedefense activities. I believe that 
more companies make this mistake than any other single ~stake. Poor 
organization can be a major obstacle to a more leisurely peacebime 
program. Poor organization can quickly swamp a defense program which, 
because of the time pressures and the unfamiliar nature of operations, 
places strains on the operating personnel far beyond those resulting 
from more normal "peacetime product" operations. 

It is all very well to quickly pass over the matter of organiza- 
t, , . ° &on.defunct&on with the comment "We're all one big happy family here ,, 
out ~nmyown household--and I thank we're a happy family--we have s 
pretty o~L 

allocation of beds, toothbrushes, closet space, etc., 
which are aimed at keeping us one big happy family. Good organization 
is not a substitute for a cooperative, friendly group of executives. 
It is insurance thab the cooperation and friendliness can be continued 
on a mutually understood relatiQnship. 

The exact form of the defense organization adopted may vary widely. 
The discussion most frequently encountered is whether the defense activ- 
ities should be completely integrated into the peacetime organization 
structure or whether a separate organization for defense operations 
should be established. If there is lO0 percent conversion to defense 
work, the question is academic. If some peculiarity of the defense 
activity requires remote geographical se~mration of operations, there 
is strong reason for a separate arm of the organization. 

However, it has been our thesis durir~ this discussion that our 
conversion program mus~ look forward to a considerable period during 
which both guns and butter will be produced, with the ratio between 
the two fluctuating~and this means with the work load flactuating. 
Under these circumstances it appears to make good sense to integrate, 
insofar as possible, defense activities into the existing or peacetime 
organization structure. This means asking our top executives to wear 
two hats. It means our chief engineer will be operating as chief 
engineer on defense products as well as on our peacetime products. 

Nevertheless, the values of this type of organization would seem 
to be as follows: 

1. The thinking of our most experienced and capable top-manage- 
mentpeople is applied, each in the field of his ~pecialty, to oar 
defense program. Yet it would be impossible to release many of these 
executives outright to completely separate defense organizations so 
long as our company continues some peacetime product manufacture. 

l 0  
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2. All executives and key supervisors become acquainted with the 
problems Of our defense program. Since familiarization is spread across 
more people, there is a broader bose upon which to expand during a forced 
jump to all-out defense production. 

3. The fluctuating work load between defense activities and peace- 
time production activities can be more easily accommodated. It requires 
only a shift in application of effort on the part of top executives and 
supervisors rather than a physical shift of supervisors and executives 
from one organization to another. (We have just as much of a problem in 
industry transferring executives from one division to another as you in 
government, believe me. We may not admit it though.) 

~. By integrating our activities into a single organization we use 
one of our most valuable assets to the defense program--a capable and 
experienced management team in which the executives have learned through 
years of experience to work quickly and easily with one another. 

I don't think we should dwell longer on this matter of organization 
planning, but in leaving it, lee me emphasize again my firm belief that 
it is one of the most important factors in planning our conversion pro- 
gram, important enough so that it should be to the interest of the indus~ 
try planning people and the military to satisfy themselves that such pro- 
grams have been laid out clearly and soundly~ 

Financial Requirements 

Again this is one of the obvious points, but it is interesting to 
those of us working with companies that are converting today to see how 
often it is no~ subject to complete analysis. 

The requirement ks to break down the anticipated defense program 
in such a manner as to establish the financial requirements of the pro- 
gram on a scheduled basis. Unfortunately, our constant repetition of 
a pattern of financial analysis for the familiar peacetime operations 
may lull us into underest~mAt~ the need for carefully looking into all 
possible aspects of the financial requirements on this new and different 
defense program. 

The problem of where to get the financial support is to be considered 
at this time and programs for obtainingthe required financing developed. 
Costs and profit probabilities should be projected and some provision 
made for building a reserve to meet the costs of reconversion at some time 
in the near or distant future. 

I am sure many of you have at some time or another, when a seemingly 
simple procurement contract was being negotiated, heard the comment, 
'5~hy can't the accountants get together?" Well, it's simply because we 
run right past our financial people too often as we go charging on into 
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the problems of physical conversion and development of the manufactur- 
ing procedures. The whole conversion program takes money and we had 
better be prepared to plan out this part of it early in the game and 
then keep our financial plans up to date. 

~ering and Manufacturing Programs 

This, of course, is the area in which the most has been written 
and spoken. So let's skim over it rapidly. Andthe brevity of my 
discussion is in no way related to the importance of this area of the 
conversion program. 

Engineering design of the product to be manufactured must be 
studied and the "how to make it" procedures must be laid out. Let 
mesuggest that although our company is converting to a product which 
is engineered by another company and the other company retains the 
design responsibility, I should have within my company a small engineer- 
ing group that understands the product design and can serve a liaison 
purpose if nothing else. 

Space requirements must be analyzed and an allocation of existing 
space made or plans for erection of new facilfties developed and in- 
tegrated into the time schedule. 

Equipment conversion or the selection and procurement of new equip- 
ment must be programmed. Tool designs must be prepared, tool manufacture 
arranged, and so on through the many details of manufacturing and produc- 
tion engineering. It isprobable that in just this area of our operations 
we will be required to reach outside our own company for some experienced 
know-how if the product to which we are converting is outside our usual 
line of work. 

Labor Allocation and Training 

The requirement for estimating required manpower and the rate of 
manpower build-up is obvious and the calculation of requirements is 
relatively easy. The tougher problems in our labor planning lie else- 
where. 

i. 9~at is the problem insofar as our union relationships are con- 
cerned? ~,q~at policies will we have to work out and have confirmed by 
the union relating to the transfer of workers to operations dissimilar 
to any now in our plant? Or what will be the attitude of our labor 
force to the importation of certain skills required in the manufacture 
of the new product? 

2. ~?hat about our  wage program? Can it be readily adapted to the 
requirements of our new operations or will a new or modified program be 
required? 
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3. How about the selection of potential supervisors who can be 
seeded into the defense operations and so permit more rapid expansion of 
the work force with anincreaseindefense production activities? 

A. Has consideration been given to using supervisors and workers 
who are unqualified for one reason or another for military service? 

5. Our training program will be a big job. Snd in view of the 
guns-batter flexibility we are trying to build, we will not want to 
train a small percentage of our labor force specifically i~ our defense 
operations but to try over a period of time, to rotate a significant 
percentage of our labor force through the defense operation%. In this 
way we again spread the experience andknow-how and create a broader 
base for expansion of defense activity. This same philosophy is extreme- 
ly important with our junior executives and top staff people as well. 

These are a few of the areas in which we, as president of our com- 
pany, must develop plans. There remains a mass of procedural detail 
which we have not touched on since it drops below the top-management 

picture we are trying to develop here today. Suffice it to say that 
it is easy to underestimate the sheer procedural load in moving into 
a defense program, yet the neglect of this load or the shoddy execution 
Of procedural detail during this conversion period can haunt ourdefemse 
operations forever after. 

The armed services in their industrial planning contracts have 
encouraged many companies to lay out Just this sort of planning in 
Substantial detail during the past several years. These contracts have 
necessarily been limited to the key suppliers of important materiel, 
although in the last year or .two a noticeable expansion of the program 
has been under way to nonmateriel producing companies which would be 
expected to convert a substantial portion of their capacity to defense 
production. 

The capabilities study contract has been generally useful. The 
criticism which I hear voiced most often is that these studies by 
management are necessarily based on requirements which are soon out- 
dated. I believe that this criticism completely misses the fundamental 
achievement of these contracts--the buying of management time to sit 
down and think through the general problems which they will meet in 
converting their company to defense prcduction. 

I feel extremely sure of myself when I state that a company that 
has creditably carried on an industrial planning study under contract 
to the armed for@es will be able to move much more rapidly in formu- 
lating specific plans for conversion, although the quantities may be 
changed drastically or indeed even the product itself dropped in favor 
of another and unlike product. It is the development of thought pat- 
terms which has been important. The detailed data forthcoming as a 
result of the study should be considered as a secondary benefit only-- 
useful indeed, but not to be considered the fundamental result achieved. 
So stand up for your capabilities studies. 
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May I now burden you with another major problem ~ of the converting 
management. It's what might be called the double-management problem. 

During the last war, as we have said earlier, in many of the con- 
verting companies we had a virtual stoppage of normal activities and 
an almost complete swing to war or essential civilian production. ~at 
normal production continued was of such a low volume that the plant 
could turn it out by just running on the accumulated momentum of earlier 
years. 

Now, if we today accept the guns-and-butter philosophy we have a 
very different picture. We are asking that industry continue to produce 
large amounts of "peacetime product." So we shall continue to nourish 
our domestic standard of living through the possibly long years ahead. 
Since this civilian goods portion of ou~' economy will be expected to 
continue to move forward, improving quantity, quality and costs--we must 
expect to continue our basic pattern of industrial competition. In face 
ofmaterial shortages and substitutions, capital equipment and plant hold- 
ups, shortage of labor, necessary governmental controls, etc., the manage- 
ment load will remain large or increase in the civilian goods area~. 

Yet we ask management to take on a second major load in converting 
some of the company's caFacity to defense production. This is the double- 
management problem. I do not imply that management will not undertake to 
meet this challenge. It will, and today many executives are toiling long 
hours to carry this load. 

It would be ideal if two managements were available to carry the 
double load. But there is--as you have probably heard several times 
over--a definite shortage of top-level management people in this country 
today. It's not a question of bringing up the "young comers." The 
"young comers" Just aren't there. In the years 1940-1945, the years in 
which they would have been getting the all-important lower echelon ex- 
perience, these young men weren't "coming"--they were "going" in an 
entirely different direction and occupation. 

So you gentlemen should be appreciative of this problem, understand 
all of its critical ramifications in the affairs of the company--and 
count ten before you cry 'Why don't you put a team of top men on the job"-- 
or before you look askance at some of the grand old veterans who are car- 
rying on. This management personnel problem is a tough one in face of the 
double load. 

Some of you men may be familiar with the research study which our 
own organization carried on a year and a half ago with regard to manage- 
ment age level, and so forth~ ~e found that the average age of the top- 
level executives in companies today was substantially above-~ seven years 
older than it had been in 1929. And in answer to the question '~ho is com. 
ing up to take your older executives' places?" the answer was too often 
that you didn't have anyone. 
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We've discussed the mmtters that pass through management's mind 
as it ponders the conversion probabilities, the general pattern of 
conversion planning and execution, and we've briefly appraised the 
problem of management loads a~d capable personnel. 

Now what about reconversion safety apparatus? If we accept our 
assumptions on a long continuing guns-and-butter programNwith the 
two taps, the normal product flow being turned down as defense product 
flow is turned up--our reconversion apparatus requirement is partially 
solved since we may never go completely out of business on the normal 
product. 

But we still should consider the problem. What reconversion 
preparation policies should we adopt? How much dead weight in the 
form of reconversion apparatus should we carry during our defense 
effort? 

I'm certainly not going to formulate policies from this platform 
or attempt to define limits to wartime planning for reconversion to 
peacetime operations, but here are a few important factors for your 
thoughtful consideration. 

!. Preservation of Equipment aria Facilities for Normal Operations.-- 
This seems too obvious to mention except that actual experience after 
World War II in too many cases showed a lack of foresight in this regard. 
Some of this can be blamed on the lack of a sound procedure for mothball- 
ing equipment and tools and deactivating production lines. And there was 
some pressure from the Government to hold plant clearance costs to an 
absolute minimum so that some short cuts were made which cost dearly 
upon reconversion. Elapsed time of conversion is the critical factor. 
But there is no reason why an orderly, well-planned mothballing program 
should block the initiation of defense production any longer than hasty, 
ill'considered deactivation. The plant floor can be cleared quickly-- 
then processing for storage proceed off the floor. 

A related matter to this preservation of equipment and facilities 
is the need for a replacement or usage allowance in connection with 
equipment actually expended in the defense production. This is not just 
a matter of cost allowances or accelerated depreciation rates. During 
the reconversion period, if it is a key piece of equipment that has been 
expended--dollars be d---d. But get the equipment! ~[aybe the answer 
is in some sort of a replacement priority during the reconversion period-- 
I don't know. Kick it around in one of your seminars. 

2. Accumulation of earnings to meet reconversion costs or some means 
of providing for these costs by direct contract reimbursement.--This was 
a matter of chronic complaint during the reconversion period following 
World War II. Perhaps the carry-forward carry-back tax provisions can 
help more. But that doesnlt get to the heart of the problem--that efficient 
management deserves the right to accumulate earnings from defense efforts 
to finance an aggressive reconversion program. Reconversion is more than 
just modification of equipment and buildings. It is also recovery of 
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markets and competitive position, the catching up on peacetime product 
development, etc. These things cost money--where is it coming from? 

3. Adaptation of facilities for peacetime operations.-,I,m not 
speaking of the costs of meclmnical reconversion of facilities. I am 
speaking of a policy that would encourage the erection or installation 
of equipment and facilities under a defense program in such a way as 
to make them readily adaptable to the expected peacetime operations-- 
so long as no unreasonable costs are incurred or drain on critical 
materials results. A defense machine shop may not need a 25-foot 
ceiling height, but if the most probable postemergency use of the 
building will be as a warehouse, let's consider the 25-footceiling. 

&. Policy of balanced cutbacks across an industry.--During a 
reconversion period the "first horse away from the post" has a real 
advantage. The ramifications of a program of balanced cutbacks across 
all competitors in an industry are too numerous to discuss here--but 
any moves in this direction would be welcome. We plan our conversion 
program in phases geared to the requirements of the defense buildup. 
Perhaps we should give equal attention to planning our reconversion 
program in phases geared to the requirements of the peacetime com- 
petitive economy to which we will be returning. 

5. Planning for peacetime operations.--Within the company we 
should permit a continuing effort in planning for reconversion. There 
seems to be a stigma of a sort attached to activity of this kind during 
a period of defense build-up. Yet good sense dictates that some such 
effort be maintained if rapid reconversion is to be effected. 

There are many other factors which could be 
of reconversion apparatus is a large subject and 
for a full-scale discussion at some future date. 

discussed. The matter 
couldwell be the topic 

This has been a long discussion, for which I apologize. But there 
is so much that a man fortunate enough to be on this platform wants to 
say to you men who will be shaping our country's military-industrial 
program in the years ahead. I've tried to make ten points: 

1. Thatyou gentlemen are going to be policy makers--top manage- 
ment--industry,s guide. Constructive, creative thinking is your job. 
Make a procedural blunder--industry will get by. But initiate a basical- 
ly unsound program--to whom is industry to turn? 

2. That the business outlook today appears to be one of guns and 
butter for sometime to come. This country needs both to preserve our 
way of life. An intelligent integration of the two is one of your big 
challenges. 
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3. That industry has traditionally, in our free-enterprise 
economy, had three basic respons bilities--the tripod which sup- 
ports successful industry: (a)-to the public--the Nation, (b)-to 
the investors, and (c)-to the employee. And all three must be 
eternally kept in mind if we really mean to maintain our economic 

and social system. 

A. That the contributions of experienced management, financial 
capability, and seasoned work force are of equal importance in the 
long run to specific product facilities, equipment and know-how. 

5. That one of the major headaches of a management committed 
to conversion is the selection of a program which will best utilize 
the company's strongest assets. This is a matter which calls for 
creative thinking, by both the military and the industry. 

6. That there are certain criteria of a defense program for a 
company (diversification, volume, etc.) that should be recognized as 
desirable by the military and accommodated within the limits of feasi- 

bility. 

7. That a sound conversion plan is essential in any converting 
company to the extent that the military should require evidence of 
same while at the same time forbearing the urge to actually move in 
and plan for the company. And organization planning is the most im- 
portant area of planning. 

8. That the capabilities studies contracted for by the armed 
services have achieved a sound result in getting management to con- 
sider in detail the problems of industrial mobilization. Don't give 
in to critics who complain that the detail data developed soon become 

obsolescent. 

9. That one of the greatest problems of management is the "double 
management" problem of running a guns-and-butter economy. We'll do it 
but we'll be stretching an already thin availability of executive talent. 

10. That it is sound and realistic--even as the cannons rc~r--to 
plan and provide for industrial reconversion, since one day we will be 
turning again to our chosen task of lifting our people, and thro~h 
them all mankind, to an ever higher plane of health and happiness through 
the might of our industrial machine. 

Gentlemen, only I can know what a privilege it has been to speak 
to you today. Thank you. 

QUESTION: I wonder if you would expand.a little more on the 
remark that you made during your discussion, that is, the advantage 
of converting 1OO percent of the facilities to 25 percent of production 
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rather than theopposite of converting an entire facility to defense 
production. It is a little hard for me to understand. The items I 
have seen discussed in the papers say, for example, that General 
Motors is going to take one particular factory and set it to defense 
production. How do you apply the other theory? 

MR. POCOCK: Well, I am not thinking so much of physical equip- 
ment and the facilities as I am the total capability of the corporation. 
Take General Motors, for example--General Motors during the last war was 
shut down on all civilian production and went all-out into military pro- 
duction. All of its a&ninistrativepeople, executive vice-presidents, 
were given transfers and shifted over into military operations completely. 
It is true that they will shut down--as they are planning to do in 
Kansas City--one plant and convert it over. But the point I make is that 
it will stillcontinue to maintain automobile production in other plants 
probably for some time to come so that the top executive groupRsay--is 
25 percent converted. 

There are a few big companies pretty well lined up to convert. 
But take a medium-sized company of a 50-million capacity, a company that 
has one, two, or three plantsNmost of them have one big major plant. 
I think of an appliance manufacturer with a volume a bit above this 
figure which is following along this partial conversion line, putting 
aside a portion of his plant for military production--it happens to be 
jet engines. He will continue to turn out appliances insofar as limi- 
tations permit him to turn them out, but the point is that he will have 
a large enough defense production going so that he can rotate his people 
to the defense program. Then if he has to go lO0 percent, all-out con- 
version, he can expand his defense operations and can do it much more 
easily than if he had none in there today. 

Kaiser-Frazer is getting into the production of the Fairchild 
Packet but will continue on automobiles, and so forth. I certainly 
don't want to comment one way or the other on the advisability or 
inadvisability of any specific program but it does give us a wider 
base from which to expand. In this way more people in more companies 
will know more about the problems of defense production when you have 
to pull out all the stops. We can go a lot faster then--that is what 
I am getting back to. Does that answer your question? 

QUESTION: I was thinking of it as an individual plant; but the 
over-all company I understand. 

~. POCOCK: I think the same thing works out for the individual 
plant. You can plan out that way so you can keep present facilities 
working, part on defense work and part on peacetime work. 
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QUESTION: You spoke of the desirability of 25 percent of this 
industry in terms of defense production it will turn out as a reserve 
to the company. Isn!t that essentially contradictory to the needs 
and objectives of the armed forces? We have the ~unitions Board trying 
to allocate plants to produce specific products. It would seem from 
the military point of view that is the desirable objective which seems 
to contradict the one you mentioned. 

HR. POCOCK: That is why I mentioned it. Yes, y o u  are exactly 
right. I think a lot of the industrial planning today has been based 
on the thought or feeling that it is a lot simpler to take a look at the 
larger company, larger facilities, having three million square feet and 
put the product there and let them run all-out on this particular program. 
Surely, it is simpler to have one company make all the fuel gauges, let 
us say, right now, but from the standpoint of the president, the manage- 
meat, the stockholders, they have to look forward toward stability of 
operation for a number of years ahead. They are interested in any way at 
all that they can get diversification of their defense output which will 
stabilize o~ help stabilize that company. I recognize the simplicity of 
being able to plan full facilities to a particular program, which is 
directly opposite from what I have suggested, I am not saying a fellow 
should stick to diversification to the point where he compromises major 
defense programs or booms costs up terrifically, anything like that. I 
am saying at least let as recognize that this is desirable and it is 
sound from the management standpoint. Of course, in peacetime, diversi- 
fication also is o~ of the big problems always in front of the manage- 
ment. General "gills got out of the milling industry and went over and 
made electrical appliances to get diversification. 

QUESTION: Yesterday's "New York Times" contained in its Business 
Section an article on the proposed expansion of the steel industry by 
15 percent and it quoted most of the leading management figures in the 
steel industry to the effect that this expansion might be undesirable 
since it doubted the capacity of the country to consume that much steel 
under normal circumstances. I wonder if this type of thinking represents 
any important element of American management, whether we can in fact have 
guns and butter? 

MR. POCOCK: We were chatting a little bit on that general problem 
just before I came down here. I think there is a little bit of draggir~ 
of feet on the part of management just because of the uncertainties of 
the future. You see the last real occasion that we had over a period 
of peacetime to Lest the capacity of this country to absorb a product 
was in the depression and postdepression period of the thirties. Since 
that time we have had a tre~endous inflation of the capacity of this 
country to absorb a product but I think a lot of managements today still 
have to rub their eyes to believe that the country can really take this 
production. The der~and is there if we could go ahead and provide for it. 
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This statement becomes p~'ely personal prejudice from here on. 
I feel that this Nation's economycan be rather quickly geared--and 
I don't mean in months but in a period of five, six, or ten years; 
I say that is a short period in the long view--to provide a continu- 
ing defense establishment with considerable potential there and still 
keep on producing up to the civilian requirements so that we not only 
maintain but continue to increase the standard of living. I think it 
is largely a problem of throwing a challenging situation to industry 
and in a period of relatively few years we can meet it. I am not an 
authority on the steel capacity. I know there has been that figure 
and of course whether or not 15 or 20 percent increase can be absorbed 
readily, whether it will prove in the long run that it will pay off, 
I don't know, but I suspect once the steel is there, a lot more people 
will use it than steel management has recognized. I think they are 
recognizing it now or they wouldn't be considering the 15 percent expan- 
sion. I think we can have a dual economy. I think we are going to have 
it. I think we will be very much surprised in how we can carry it out. 

COLO~L KLEFF: On behalf of those present, I thank you for a very 
fine lecture and discussion period. 

(9 Apt 1951--650)S. 
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