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Honorable John D, Small, Chairman of the Munitions Board wa.s born
at Palestine, Texas, on 11 October 1893, He was graduated from.the UaSo
Naval Academy and commissioned an ensign on 5 June 1915, He received his
MeSs degree from Columbia University in 1920, On 24 April 1926 he resigned
his Navy commission as a lieutenant 4o enter privete industry. He served
‘as exgeutive vicempresident of the Dry Ice Corporation of America from
1926 to 1930, when he became western manager of Publicker, Inc., the posi-
tion he held until 1941, He was called to active duty with the Navy as a
commander in February 1942 and appoinbed deputy director of the Army and
Navy Munitions Board, in which position he served until March 1944, The
following six months he was head of the Navy Material and Products Control
DlWlSlon, end during that time served as landing craft coordinator with
‘the first Allied troops to land on the Normendy beaches on Dedays For out=
standlng service in those two assigmments, he received a Letter of Commenda=
tion from the Secretary of the Navy., On 22 September 1944 Mr. Small became
exdoutive officer and chief of staff to J. A, Erug, chairman of the War
Production Board, and for outstanding services in this capacity, he was
awarded the Legion of Merit,  On 3 November 1945 he was temporarily assigned
as administrator of the ClVlllan Production Administration, He was relieved
from active duty on 4 February 1947 and bocome. presidemt of Maxson Foods
System, Inc, Mr. Small was appointed Chairman of the Munitions Board by
President Truman on 10 November 1950 and sworn into office 16 November 1950,
under & recess appointment. He was unanimously confirmed by the Senate on
& December 1950, : ‘ : :
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THE MUNITIONS BOARD'S PROGRAMS
FOR MILITARY PRODUCTION

8 February 1951

GENERAL VANAMAN:; Gentlemen, the production of munitions today
is really more than a problem of money, meterialg, machinery, and
- manpower, It is an extremely intricate problem of executive menage-
ment e ' : ' o

The foecus of the five "M!S" that I Just mentioned lies in the
Munitions Boarde The Munitions Board has the responsibility of
translating the reguirements of the Army, Navv, and the Air Force
into sound programs of production,

Our Nation is forbunate that'this agency is headed by a man with
military, govermmentai, and top=flight industrial exccutive management
background, Wé are fortunate that this man is our lecturer this morningo

Gentlemen of the Joint collegeo--the Chalrman of the Munltlons Board
the Homorable John D Smalls

'MROVSMALL: Generalrvanaman, General Bull, gentlomen of the joimt
-collegest I am delighted to bo here with you. - I have been hore many
times before and I have always enjoyed talking‘with you.

- I have not enjoyed the questlon period gquite so much. I have mentioned
many times outside Washingbon that there is no brighter, more penetrating
group of men that I have ever been before, and there is no other group -
that can ask more embarra551ng questlons, than the bcholar-studentu you
have here;

It is a very peculiar thlng that, while I have been down here a
number of times before, as I say, I have never been asked. to talk twice -
on the same subject. Therefore, I cannot take my old talk, brush it off,
and brighten it up a little bit, Why this is done to me, I don't know.

I must always come down here and telk on something different. Today the
subject is production, as General Vanamen has said, o

I am going to try to answer your questionsy I will also probably
toss a few of them at you as problems I am up against eovery daye

I have & long prepared speech here,'but i am nob going to read it
to you., I an going to try to talk off the cuff and follow the general
pattern of tho speechs ‘

-
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1 am very much concerned-=~I don' think that our country has eover
before been in such peril as it is today., I think that we have never
before faced such dangers, We have never before faced such difficult
problems as those we face today, and the solubtions to these problems are
infinitely more difficult then they were the last time, There arc a
great many of us around who went through it the last time. We romember
and we have loerncd some lessons, but the problems wo are. encountering
today are things for which it is considerably more difficult to find

.sound solubtions and work out sensible, wisc decisionse ‘

The last time we had allwout wars we knew what we were doinge. There
was no questbion in anybody¥s mind as to what to do, how much to do, and
- what kinds of things to do, Today we are in a "gray" periods What is
the situation? Is it all=out war, or is it something olse? If we do not
have all-out war, I am convinced that we are in for a long trial of endure
ance which may extend for many yearse How many yecars, I have no idos,

The Joint Chiefs have told us that, for e minimum smount of security
for our country, we should develop a force strength by a given due dobews=
by a due' date that is not far off. I presume you are all familiar with
that force strength, because the President announced it in his Stato of
the Union messages We are building as rapidly as we can toward thet force
strength in both men and the munitions which are needed to equip bthone
So we have a job of work to do, which is to get as quickly as we can all
the things that are needed to support that force strength and to back up
that force strength for a period of timee

In addition to that, as we are moving on our current procurement prow
gram, we have to develop production lines in being which can be specded
up as rapidly as possible in the event of needs We camnot do it overnight,
because we cannot spesd up the supply for production lines overnight, but
.we must do it as rapidly as we can get the materials into the plants and
then speed it up oenough so that we could support an all-out war,

God has given us time to do that. This Korean action has given us
time to establish these lines, to tool them up; and to get production
rolling=-rolling very rapidly on those things that we need‘most.urgently
and at a slower speed on those things that we will not need until later,

At least wé are getting the lines established whereby, should all=-out war
occur at any moment, wo will be able to specd up production and support ite

In doing this, we are, through the civilian agencies, having to take
meterials away from the civilian economy and devote thém to muritions
purposes. By taking those materials away from the civilian economy, wo
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arc obviously creating unemployment wherever the materials are taken

aways We are btalking pluminum, let us say, from ¢ivilian industry

and putting it into airfremes. The airframes are nede at a differcnt
place.‘ The same labor that worked on the sluminpum before can no longer -
work on the aluminum becauss it is being used for sirframes. Something
must be done in the way of taking care of those unemployment situations
when they develop, by giving the affected companics defense ordsrs, as
best we cails :

So it is an infinitely more complex problem we face today then that
we faced before. Today we have marufacturing capacity all over the country
erying for war orderss Yot the amont of dollars we have to spend is small
compared with the disruption which has teken place as a rosult of the
‘diversion of these nmeterialss Spread thab amount of money as thinly as
we may, we still do not have enough to keep everybody as busy as they were
a month, or two, or throo months ago, when the whole United States economy
was running at full speed, bursting at the seams, ard with practically
no unemployments Unemployment in this country was et an irreducible
mintmm during the fall of last year., Somehow OF obher we-=~1 am talking
now not of the armed services alone but of our whole Govermmente-must keep.
the economy going, keep the people employed, keep the earnings up, andy
at the ssme time, develop this militaery machinery which the Joint Chiefs
have told us is the minimum that we must have in the near future.

The Munitions Board's job on this fromt is to develop uniform plans, .
through the three services, on production schedules, on proourenent, and
on requirements, Those three things all tie together, They ere something
like the three legs on a sbool-=the stool won't stand up on any one of
them. They are all inbimately connecteds ' '

The Joint Chiefs give us the force strength==so many air groups, SO ,
meny divisions, and SO One The force stronghth is translated by the indive
1dual services into the munitions which £o to squip bhe infantry division,
the light=bomber air groups OF whetevers Those quantities of ibems,
whether they are bazookas Or tanks or undershirts, are translated into
feasible production scheduless Contractors==say seven-=are selectad to
produce tanlkss for example, they are tooled up ard the production of those
tanks is scheduled s0 as to produce the quantity of tanks needed for the
force strength by the due dete=splus, the tanks needed for training and the

- tanks needed to back us up in case we are in alleout war at the due dotes
Then the production lines muet be kopt running at a slow rate of speed
from then on so that we are roady at any moment o specd up and turn oub
the number of tanks we would need in an all=-out war cfforte
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Ify on the other hand, we went ahoad at this Juncture and produced
8 Wwar reserve capable of carrying us through "x® years, if you like, of
all-out war, we would g0 up to an enormous peak and build a mountain of
tanks. By the time wo nad accumulated that mountain, if nothing had
happened, we would have to stop the lines, the lines woula go down, we
would have the mountain there growing obsolete day by day as new develw
opments took place. Should all=out war occur six months from the time
we stopped the lines, the lines would not be there any more and it would
take us another Year to get back into production again,

That is the reason we are doing it in the fashion I described, with
& broad mobilization base. We are spreading the contracts as best we can
50 as to make the base as broad as possible, not only geographically, bub
to support little business, mediumsized business, and big business,.and
to reduce the unemployment burden in any one locality to a minimume

Now, within the services, we are organizing for this production Jjob,

We are preparing the facilities. We are tooling up the lines. We are
golng through all the headaches of gotting things started, Weo are begine
ning to run into the same kind of problems we had last time. Wo have
metorial and component shortagos. We have not yet run into menpower
shortages, except in spots. "On the contrary, we have g problem of mane
power overages in many areas; which, by our contract pPlacement, we are
trying to curec, o

- At the end of World War II we had man menufacturors who wore skilledy
trained, and expert in producing individual items of equipment. Wa tried,
during the peace, not to lose all that know-how, When these People conw
verted. back to peacebime commercial production, we tried to hold on to
some measure of that knowehow by the use of a production planning assignm
ment; that is, by taking individual key plants that were. skilled and had
the know-how, sitting down with the operators, surveying thoir plaunt,
equipment, manpower, skills, techniques, snd so on, and saying to each
of the servicess "Hers is plact +X.? Ig made such and such and such dur=
ing the wars 1In the case of another all-out mobilization, what do you
want that plant to make for yout" The services said, "We would like to
heve 10 percent of that plant®s capacity==or 20 percent or, in some cascs,
all of its capacity-«"and we want to plan on producing this item of equip=
ment in that plant.® S -

Some 10,000 of these plants were surveyed in that fashion and werc
passed out to the services, the services agreed on production schedules .
for mobilization, the managements of the individual plants accepted those
mobilization planning schedules, and there was a plan ready to work on
M-day. But we do not have an M-day. So that mobilization planning idea,
while very sound, has not fitted the "gray" period in which we find ours
selves-~not an M-day, but somcthing less than M=day, '
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Under the Procurement Aot, during the peace and until the declaration
of the emergency, the services were required, in most instances, to adver=-
tise.in order to gebt the lowest biddere I am talking about the multitude
of items, not about spseisl things like the large major items of equlp=
ment that can be made in - only a handful of plants in the country anyways .
such as airframes and tanks. On the multitude of other items, when you
advertised, you had no assurence whatever that the planned producer would
get the contracts The follow who bid the lowest got the contract. It was
 only by happenstance that the contrect went to the planned producer on '

things other than airframes, tanks, or other major items of equipmente In
these cascs there are only a handful of plants that cculd do the worl,
therefore, the planned producers were the fellows who bid on them. We found
ourselves in another difficult spob--these planned production schodules
covered meny items of equipment thabt are now obsoletcs many. of thom we are
not going to buy this time, So we have had to keep that in mind constantly
in handling these planned producerss : '

With the declarsotion of an eMergency, we were allowed to negotiate
instead of having to pdvertise. for the lowest bidder., The policy has
boen established that we should negotiste competitively; that is, get
onough people in the vegotiantion to enable us to got the best priee for
‘the Govermmente. Thet, I think, is proceeding very wello We are not
improvidents We are gebtting good value for our dollar. It enables us
elso, however, to geb these key plants rolling to some extent on the plan=-
ned kind of production. It may n6c be the particular item that the plant
was planned to produce, but is some item compareble to it, on which the
employces know=how, which they still retained, could be utilized.

We are finding that, while negotiation permits us to place conbracts
" with the planuned producer or with a sclected producer who has character=
istics we want to take advantage of, it is not 21l a bed of rosess One
rosult--and it is an extremely disturbing result-=-is that the amount of
business that is going to smell businoss is dropping very rapidlys.

Small business is the foundation of our country, We must retain
small business-=individual entorprise-=~if we are toretain those things
for which we are fighting-=freedom, the 1iberty of the individual in
our country, - We cennot permit it to go the route of big busincsse I
come from big business, but T say with completo sincerity that we have
to take care of small businesss- o

I said in the beginning that procurenent, production, and requirements
ere all tied together. You cannot talk about one without the other. A
great many of our items of equipment -cannot be made by small businesse
Small business cennot meke an airplane, it eannot meke a tank, it cannot
meke a tryck, it cemnot make any of the major items of armement, but small
business can make very many things that we do want and do needs '
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But the result of negotiation seems to be that we are getting sway
from small business, and we arg doing the very thing that we should not
be doing, which is to hurt small business. Therefore, intensive efforts
are being made within the services now to place these production contracts,
to the greatest degree Teasible, with small and medivmesized firms. and nok
soncentrate thein with the few--the large onos, '

- Of course, every contractor for one of our major items of equipment
subcontracts to some degrees Some of the compamics subcontract in a.
- major degree; others subconbract in only a minor degreess

I was talking only this morning to Eugens Zuchert, Assistant Secretary
of the Air Forceg who returncd from g trip just o day or tws agoe He says
that one of the big airplane companies on the coast, which compeany during
the last war subcontracted 16 pPercent, is now subcontracting over 40 pere
cent, : '

So herec and there, spottily, we are beginning to spread the contracts
out and to try to cure some of these very difficult and serious problems,
The policy of placing contracts is outlined in the 18 Dacember 1950 direce
tive, issued by General Marshall, ' : .

I think this directive  should be road with close attentiony I think it
- is-full of sound thinking on what we should be doing at this juncture in
establishing our production spread, the mobilization load, as broadly as

we can. ’

Put your contracts in areces where there is unemployment. Don't put
them in the tighest lebor merket that you can find, :

Don®t try to build a new plant, as we did in the last war, and squander
our Nation's resources on o new plant if there isg Open capacity in the
country adequate and competent to produce the iteme Of course, we will need
some .new plants. Thers is no question about that, But we don't need any=
thing like theo new plants we necdoed at the beginning of the last war; we do
have a great amount of open cepacity in this courtry which to seck out and
use. We must aggressively encourage, or require, the widest possible use
of subcontracting in order to get the load spread through industry,

In working out the contract prices, we must provide a maximum incentive
to the producer for the reduction of his costs, If he will reduce his
costs, he should be given more money, because his profit is only a small
share of the money involved, You can increase his profit 2,5, or 8 percent
if he drops his ecosts 10 percent, You will have. gained immeasurably, bile
ions of dollars as a mattor of fact, if you do it in that fashion,
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Place your conbracts with a view to economies in the use of trans=
portation facilities. We dontt want to be crosshauling all over the
. place, as we did the last time. If we can place the conbracts so as 0O
 gvoid crosshauling, we should do s0s ’ '

‘Something a little amuzue: in this dircetive is the reservation of
sPeciallskills and abilities forvthe'more~difficult‘tasks. In other
words, if you have a company that 1s extremely competent, highly skilled,
and has wonderful engineering xnow-how, don't give thab company the easy
job, Give that compeny tho difficult job. Pick the companies; then, for
your production load, £o that you give the easy jobs to the people who are
able to do the easy jobs and give the tough jobs to the people who arc com-=
petent to do those, : '

The spreading of this production load across industry and the building
up of the force strength and the equipment that goss with it mean that we
run smack into another probleme The services have reserves of all sorts
of items of equipment which arc good for use but arc in a highly unbalanced
condition. You have a great denl of this and nothing of 4that. Therefore,
we have to go all oub, at a high rate of speed, to produce this gadget of .
which we do not have any, bubt we don't have to produce another godget because
we have 5 million of them on shelves somewheree You would be astounded at
the amount of ammunition of many classes that we have in reserve at the
moment. But there is an extrenely large amount of some smmunition thab. we
do not hove enough of bacause of inventory unbalonce. We find ourselves
running at high speed on some things because wo 4o not have enough, and
at no speed on others beosuse we have enough for the timc belngs

Therofore, we have to enunciate onother policys The Joint Chiefs
have said that we need "X" infaptry divisions. That number of infantry
divisions reguires so many tonkss The load time on tanks, let us say,
is 17 months from the day the conkract ig placeds The divisions also
require bazookas, Jeeps, shoss, and a miltitude of othor things. There
is no point in buying today tho undorshirts noedod for a division when
the tanks for the division are not going to bo ready for 17 months. Thus,
the procuriﬂg-people have to phase their requirements by 1oad time so as
to bring all the undershirts, shoes, tanks, and so forth, to the division
at the time the division is activateds ' :

Thet is against human nature. That is contrary to the easy way of
doing things. The casy way is to go out and buy it all now and geb it
over with., But if we did that, we would be intensifying the shortagos
which eoxist to some degree anywey, and we would be depriving ourselves
of many munitions we need guickly in order to get many munitions we
don't need quicklye
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Wo ran into the same problem in thé.early part of the_last ware
We had ships without propellers, Or we had sbaeks of propellers in
one part of the country, but the hulls-were not readys Or we had aire
planes without landing gears. That was one of the tough ones. We are
trying to do a more sensible Job this time than we did last time on
phasing. T believe that the services are alive to it and are trying
to follow it, even though it is against human nature, as I saye

" Every once in a while I get a bad one, This is one that hit my
desk only this morning, One of the navy yards had put in an order
for a million pounds of rope, I think it was, for delivery in 30 days,
A check was made and it was found that the rope was for cargo nebs.
They don't nsed a million pounds of rope for cargo nets in 30 daysy
they need a million pounds of rope spread over some period of time,
but not 30 days, '

Then, one of the New York papers had an article e short while ago
_stating that the Quartermaster had bought 13 million pairs of shoes For
immediate deliverys Well, how big is our Army? How big is our Navy?
- Who are going to wear 13 million pairs of shoes? I asked the Secretary
and the Quartermaster General, ™What about this?" It developed thet the
order was not for 13 million pairs, it was not for shoes only but for all
sorts. of footwear, and it was not for immediate delivery but was spread
Oover 15 months. It did not turn out to be so bad when we investigated
ity but it made a good story for that newspaper, :

1 suppose we will continue to have things like that cropping up==
some of them true and some of them distortede Bubt in broad generality,
the services are alive and awake -to the necessity of phasing out their
requirements realistically and gelting the items phased 4o be delivered
at the time they are neededs not building mountainsg of those things ahend
- of time, but getting fast the things that we need faste -

I have no knowlodge 6f how deeply you genblemen go into these things,
We hdave seven tank producers, each one of then coming in at a different
time, as rapidly as we can tool them up and got them producing, and coming
up to an ultimate production rate that we would resch only in case of
all=out war and would be sufficient, under the JCS standards, to support
an all-out war effort. But we won’t run that fast unbil theng we will
run at a lower rate so that we won't be building up a mountain of obsolete
tanks but will be building up enough tanks to take care of us until these
lines can be speeded up to run up to three shifts g day when need arisese
We will run one shift or helf a shift a day unbil that time COomese

8




Bach one of the major programs is being worked out on some basis
very much, like that. I em told you have charts of the various programs
and are familiar with the way they are worked oute.

" The JCS. says, "We need this force strength." The sorvices translate
the force strength into units of equipment., = Those units of cgquipment are
phesed oub productionwise 50 that they ars feasible and you have the con=
“tynotors who can produce them. Then thosa units are translatcd inbo the
materials that go into them-=steel, aluminum, copper, cobalt, or whatevers
You thereby get a picture of your requirements by guarters nocessarily, by
months if you like. We add them up, and, having added thom wp, we 8JQUESZE -
the "wabter" out of them. : ‘ :

It seoms that all the way bthrough the services, from the bottom layer
all the way to the top, everybody has to add a safoty factor. The fellows
down below say, "That mey De conservative. L'1l just put on an extra 10
percent," By the time you get to the top on these requirements, these "10
percents" add up to fentastic figures. -I know that one requirement. comes
out to be six times the world supplye Well, you know you cannot do that,
at lesast. '

We had somebhing very much like that in the early part of the last
war. They ceme up with a requirement for copper for smallarms aumunltion
for the following quarter that was greater than our ¢nemies and our own
elliecs were producing in that quarter. I said, "You can't do it. What's
tho use of coming up with a requirement like that?" They said, "If you.
don't give us that copper, we are going to lose the war." That require-
ment, manifestly ipfeasible, was a result of the safety factors that had
been added in.

Those safety factors all added up together emount to Myator,® which
the services have to squeeze out at the deportmental levele It comes up
to us, and we squeezs more oute Then we present the figurc to the civilian
agencies, and they go to towns They always suspect us anyway. They think
we want more than we are entitled to got, and thoy really talke these figures
aparts ' R

Unfortunstely, on these figures thet we come up with in determining
requirements and which we refine as best we can and os sincerely and as
honestly as we can, the civilian sgencies have a check on us, end the check
is, what are the orders that roach the mills? The mapufacturer who is mak=
ing the gun barrels, for instance, does not. care whet we pub in es require=
ments; he orders stecl for the gun barrels he is going to producce If we
say that in the next quarter we are going to need so many tomns of steel,
and the steel mills don't get orders for that amount, the civilian agencies
roally have us over a barrels they have proved then that our requirements
have been inflated or ballooned.
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‘ That has elready heppened, In December of last year General Harrison
called me up one day and said, "Jack, how are Jour figures on copper for the
first quarter" 71 said, "I think they are pretty goode I wouldntt soy that
about most things, but T think on copper they are pretty rmoodg 80 percent
of our copper is for amuunition, ammunition ig rélatively.easy to translate
from shell cascs into tons of sheet strip, and we know what the schedules
are." He said, "ajl right, We are coming out with g copper order. We are
going to cut back everybody in the country because you say you need this
coppor." I said, "Yes, I know that, " "Woll," he said, "I think your figures
are far off," 1 said, "What reason have you for saying thatt" This cone
versetion was sbout the first of December, . He said, "The mill schodules .
closed the fifteenth of November for January d@livery”~-thebclosing is
normally 45 days before the month of rolling=="and the mills do not have
orders in the amount you say you require." What is my answer to thet? I
said, "The figurcs are good for the guarter, I didn'h say they are good
for January," He didn't buy that one so readily. This instance merely
proves the point that our stated requirements can be realistically checked
by the civilian agencies, :

So we have to translate these production schedules into material
requirements, those requirements are given to the civilian agencies,
and the civilian egencies, in turn, take such action shead of time==and
they must act ehead of time«-gs is Necessary to restrich civilian usage
and free the required copper, aluminum, or”whatever it is for military
uses And then if it develops later that we don't have the orders on the
books to support our figures, we have Just raeised havoe throughout the

economy for no good purpose.,

I want to emphasize ag strongly as I can to all of you that coming
up with good sound figures, wherever that happens to fall into your field
of “activity hereaftor, is something that jig extremely vital, and that the
figures must be sound, valid, and honest, bacauss otherwise we will neede
lessly cause untold harm to our cconomy. Wrat we are striving for is %o
keep this cconomy rolling end to keep up the standard of living we now
have; and the only way we ean do that is to keep employment vp and to koep
people working; and they can do. that only if they have material, If we
needlessly storilize materials and capacity, and if the mills do not tun
to capacity because they do not have the military orders, the result ig
needless waste, '

I said that procurement, production, and requirements are interrelated,
The services.determine what Their requirements are--let us say, for stoglee
and those requirements ‘are determined from the production schedules, We in
the Munitions Board have to watch progress on these production schedules to
make sure that. the production schedules are not in fact £01ng to absorb more
material than we have asked for. If such is the case, we must give the
civilian agencies warning so that they can take urgent action ghead of timeg,
Or if we are behind on the schedulos and we are not going 40 need that
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much meterial, we must inform the agencles. Therefore, wo have to keep
pace with the produetion schedules, with the actual production resulting
from those schedules {the schedules mean nothing unless they result in
guns, ships, banks, or whetever), comparc the production with the require=-
‘ments we have submitted, and keep panstan%ly'changing,’flexing, and adjuste
ing so that the peoplc on the other side of the river have a clear concept
of whet lies aheads ‘ :

This effort we are btalking sbout is doeble. That is, the equipping
rapidly and then the meinbenance of this force shrongth over a long period
of years ghead, during a long trial of endurance, is doable withoub wroeck=
ing the econcmys But it is not doable 1f we vecillate, shift, move around,
and come up with figures of which we ars uncerbtain--if we run at 00 miles
an hour today, slow down GOomorrowWs ond shert up the next day. Thet kind
of chaotic condition is within the power of the procuring services to curce

One of +the problems we run ixto is that a great many of our extremely
importent moterials come from abroad, from dangerous areaSe They are what
we call the strategic and oritical materials. There are more than 70
of them on the list, Those are tho materials which, largely, come from
abroad, or from countrics which might be overrumn, or from countrics where
there moy be internal upsots, or from which, for one reason or another, ‘
in time of all=out war, we mey not be able to geb our normal supplys Mone-
gonesc from Indis, rubber from Maleya, and tin from Tndonesia and Malaya
‘are exemples. :

If we arc not going to get our normal supply, whot will happen to our
economy over a long, corsinved, all=out war? And what can we do about it
now?

We will get together all the agencies of the government that are
involveds We will say that the supply we can anticipete getting in the
ovens of all=oubt wor is so mmchj there are so mony tons of copper, let us
say, that we can legitimately cxpect to got per year during an all-out
war, under stratogic assumptions that we have ©o moke as to the number
of sinkings of ships bringing it in, the overrunning of the territories,
and so on. Then, what are the requirenents going to be? We have the JCS
and service figures on whab the alleout war requirements arc, and we have
figures from Commerce, NPA now, or other civilinn agencics on whab the
roguirements for the cosential civilian uses are going'to bo-~hiow much
steel will the oil couuntry teke, how ruch sbeel will the railroeds take,
how much copper will the whbilities beke, and so on. e add up all the
requirements and subbract the probable supply; the difference is the deficite

The size of the deficit detormines the extent to which we would be able
to run our essential economys thet is, the military and the essential
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civilian during all-out wor. Even aftor you cut the civilian economy

to the ubttermost, you still have the residue that you must have bo keep
the country running--thes trucks, the reilroads, the utilities, the
hospitals, and &ll the other things thet emter into the osscubial civilian
~economy. This does not includs the nonassential eivilian seconomys - But
-we do not have onough in case of alle=ont war. So what do we do about it?
We stockpile. We try to get inko the stockpiles enough maberinl to make
up this deficit in order to carry ug through the all-out war period,

We are stockpiling, as I 58y, wome 70 different things,  We are
having a diffieult time getbting hold of séme of thoso thingg, I can assure
. you, boeause the prices all over the world have skyrocketed and thore Just
is not enough of many of the materialﬁ‘ﬁﬁ't&ke care of the world., Many
other countriecs are getting frightensd of what fay happen, and they arc
setting up little stockpiles all aver the pleces The result is that we
have enormous difficulty in gebting many of these moterials into stockpiles.

We could put material into the stockpile by taking it away from
civilian production at the moment. I we do that, we create uncmploymont
to the extent we take it awey. But some measure of that is wital for
many of these things, We must accept the sacrifice now in order to prevent
far more bitter sacrifice ab a laber date. ’

o 50 tho stockpile is itself national insurance, not nilitary insurance,
it provides a "blood~bank" of meberials which will take care of hospitals,
trucks, and everything else that is essential in our country, as well as
the military, come the dey of neceds :

We have a stockpile objective now amounting to alrmost ‘9 billion

. dollars. Thet sounds to me like a toerrific amount of monsy, Anyhow our
stockpile objective is now about 9 billion dollors, of which we have in
the stockpile something like 8,5 billion dollars. That does not sound as .
if we have made much brogress, but we really have. We have increased the
sbockpile in the last 12 monbths by some 30=odd porcemt, so we arc making
progress.  And tho stockpile objectives themselves have been greatly
increased in the past two yoarss

We are placing particular emphasis on thosc things which are most
vital to our country., The direet military interecst in some of the things
in the stockpile is relatively smalle Take %in as axn exemples The military
people don't use much tin dircetly as tine Their contractors use very may
tin cans for food and they use very much solder, but, by and large, the tin
is for the civilian economy rather than for the military. Yot we must
stockpile tine ' ‘ :
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We are criticized by the Congress if we don't stockpile fast enoughj
we also are oriticized if wa shoekpile too fast.. So wo arc always on the
horns of a dilemma as to what is best to do for the security of our countrye
Our atbibtude is that, if we know an action is for the good of the .country,
1t doos not metter, we are going to do it. And we are making some progross
in spite of the newspapers. S o .

The machine-tool problem was & terrific one during the last warg and
it is turning into a comparable problem this time. The war contracts thab
we are getbing out during.thiS'transition,peribd have to be translated into
machine tools by the manufacturers, and they have to place their orders
for machine toolse - That is time consuminge Tn the méenbime the machine=tool
mekers camnnot get steel, they cennot get geers, they cahnot get this, that,
and the other thinge They have to hold their labor. They .cannot wait or
else their lines will go downe 'S0 we have had to place pool orders for
about 450 million dollars? worth of generalmpurpose nachine tools to be.
ready,; when the contractors come in with thelir orders, Lo supply those
orders, We will hold them in the meantime and thereby keep the machine=
_too0l plants running, and. permit them.to expand because we think we mast
just ebout treble mechine-tool production dollarwise during the next yeare

Anobher thing that I will touch on for only a second is the inbernational
aspect of mobilization, As you read in the newspapers, We hope that the
Europeans will rearm and produce in Burope, from their own resources as much
of the munitions as possible. To do that, we are going to have to give them
aid, not only in money, but in meterisls and in bits and pieces of squipe
ment, and so forth, They won't have enough copper, sulphur, or this or that,
so we will have to assist Them, but we are hoping to gebt as much rearmameont
productidn going as possible in Europe end to intensify the will %o resist
thet General Bisenhower reported he found growing on the other sides

We have had a staff of people working on this in London, in the NATO
orgenization. Recently 1t Les been reorganizede It 1s now called the
Defense Supply Board and will be something like the Yunitions Board or
possibly a combination of the Munitions Board and the War Production
Boarde We have managed to get one of the best man in the country, Rod
Herod, who is president of Tnbernational GE and is thoroughly familiar .
with international production, to go over there to take over the job of
running that sbtaffs We Lave aboubt 40 Munitions Board pcople on that
staff abt the present timee. Herod and the staff will be international
servants not United Statess We will try to do our best to back up, from
this side to help what they arc doing to roarm themselves, and that effort
is going to be increasede ' ;

The aid program (ECA) is Dbeing reorientcd and the emphasis shifted
over to rearmament rather then the long=term work that they have been
doing herctoforee It 1s no easy task to got people to reorient their
thinking and get them shifted to this far more urgent phase at the momente
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I think I have telked long enough, To sum up:  Our . job of work is
to produce as quickly as we:can thoe things that we ectually must have to
equip and maintain our force of 3.5 million men for a period of fighting
in the event war should come and, abt the same time, to establish a mobiliza~-
tion base which can support an alleout war effort without having to wait for
time to tool when war comes. ' '

- "4s I said, God has given ue this time~-it is & miracle that he has
given it to us=-in which to get ready. I never thought we would have it
in this wars I thought this would happen very faste But we have time now,
Wwe are moving shead with it, and every day thet passes our security becomes
more solid and firm. '

We are mot securo yob, by any mannor of means. We won't be for many
monthss But thére is the will %o do it in the country. There is the purpose
to do it. Industry is s0lidly behind this effort. Industrialists are all
eager to get rolling on it-wcager to do more than we have conbracts to give
them, That is unfortunate but the fact is that we are not spending at any
where neer the rate of ‘the last war. :

We are getting our ducks lined up and gebting industrially prepared
far faster than we did the last time, because there are many people among
the services who did the Job before, who found out by bitter experience
how to break bottlenecks, who found out the problems that come from mass
production and the things that we should guard ogainst, and who learned
the techniques. Wo have learncd, as I say, through bitter experience. We ma
mony mistakes the last time, and we may havs forgotten some of the experience
but we. still remomber a great deal of it within the serviees, I hope and
believe we will avoid many of the mistakes we made the last time.

It is & vory heartening thing to get the feel, the swing, the upsurge,
or procurement anu production as it is now progressing.

Our only hope in this difficult period is to build sufficient strength
to make the aggressor pause, stop, and think. He may not be able to stop
because of his own internal situation, but our only hope of maintaining what
we believe in, our heritage of freedom, against these barbarians that shrick
their hatred et us and boast thatb they are going to enslave the world, is to
croate such strengbh as to give thom pause, or, if they start something, to
knock their heads off. I cau assure you, from where I sit watching the
servicos, that we are going to be ready to knock their hoads off if thay
start, '

Thank you.
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QUESTION: Mr. Small, when people come down hers clemoring for
" business, it is usually a sign thav prices are too high and the
business has to be rahioned out. Taking that suggestion, and the
other one you made~-thet after you got rid of compebitive bidding
on the nontank, nonplane items, the effoct was that the busibess
went to big business, why did you get rid of competitive bidding?

MR. SMALL: We have not gobtten rid of competitive bidding. We
want the services to use competitive bidding on all items that can
be taken off the shelves, where they can sdvertise and get the lowest
price. On the other hend, we want them Lo use negotiated bidding when
they can place the contract where it will do the country and the services
the most goode ' ' Co

There is no prohibitibn, 1 essure you, against competitive bidding,
but, with the declaration of the emergency, tho granting to us of the
power to negotiate has enasbled us o go shead with this mobilizabtion
schedule, whersas we othorwise could not do it. . It enables us, also, to
spread the load geographically ecross the country, to disperse it, so
thet we won' have everything concentrated in one small aree, which we
might otherwise do, and so that we may accomplish a nugpber of obther
things. ' - :

, 1 don't follow your thinking when you say thet the reason people
pre down herc clamoring for work is that the prices are %00 highe

QUESTIONER: It scems to me it is the seme thing as consumer price
control, in reverses If the price is set below what the market price
would be in the ebsence of price conbtrol, you are forced to rations
Here, in effect, you are forced tombion business because there are t00
many businesses that want to take orders at the price you are willing
to pave

M2, SMALL: No. The reason why thesc people are looking for work is
that the authorities have said to the copper=—consuming industry, for
exsmple, "Cut your use of coppoer by ¥%f percent"s or to the aluminum-us-
ing industry, "Cut your use of aluminum by 'YY pereenmt. That cut is
cleer across the board. Everybody who is uging aluminum has to reduce
nis use of aluminum, except for munitionse Thereforc, a thousand firms
are cut down, but we have contracts thet will fit inbto only a dozemn,

- 100, or 200 of the thousand, Therefore, they are still clamoring for
enough to get back up to their original dollar volume. 4 is not because
of pricess ) ‘

186

“‘f‘:) R !Fﬁ D ‘E‘L /{’*3 F’,“g“; i ﬁgw

5 ¥
N oL Dl




oD T P TSI
i o ;’Ai"‘Lﬂ)ezQEﬁ&Q) iL IR \{mo i JZ’&J L/
4504 '

QUESTIONs  You mentioned in your talk that the construction of
new govermmenteowned production facilities will be kept to a very
minimum, I was wondering what planning is being done to cover this
"very minimum," '

MR. SMALL: I gave the wrong impression if I implied only governmente
owned plantse I meant any new plant expsnsion financed to any degree by
govermment money; for exomplo, by repid tex emortization, It may be prie
. vabte funds that put. the plant up, but if it is being pubt up for defonse
work and we give them the benefit of rapid tax amortizetion (five-year
amortization for some percentage of the total cost of the plant), that is
govermment monsy; that is a govermment subsidy to the extent of the rapid
tax emortization. Thers is mo point in the Government spending its money
to build bricks and mortar if, in the next town, county, or other place,
there is a plant with labor, tools, and everything else that is competbenb
to do that same jobs We say to all our contracting people, "Don't support
any plant expansion where the govermment eoxpense is involved, if thoere is
- Open capacity elsowhere competent to do the jobe"

Is there planning Tor plant expansion? Ysse We are increasing our
aluminum capacity, which is an enormous Jjob of work, by some 500,000 tons
of aluminum per year. We are expanding the steel industry. We are expand=-
ing a great many of the mines. We are expanding a good many petroleum and -
gas pipelines., We are building a new tank plant, or other munitions plants,
here and there scattered through the munitions fabric,

There is a need for plant cxpansion, but it is primarily a need for
plant expansion for the production of resources rather than the production
of munitions. Only occasionally do we run across the need for expanding
a munitions item. I say "only occasionally"=~there are dozons of themn,
but they are out of hundreds of projects.

Does that answer your question?

QUESTIONER: Not exactly, sir., What I had particularly in mind was
new- construction that is purely government owned; not goverment finenced
through the various mesns of financing, expanding, or anything like that,
but new construction facilitics owned by the Government., What I have in -
mind is somothing comparable to the Defense Plants Corporation in the last
war building new plants with purely government money, and either govermment
operated or contractor Operated, but govermment owned.

MR. SMALL: We believe we are going to have to get into it becausc
we believe that the way in which the rapid tax is heing handled will
probably result in a number of the concerns that would normally, if given
repid tax amortization, build their own facilities, turning round to us
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and saying, "No. You go ahoad and build it. I won't put my money into
it, If you want to get this gadg@t,.you_will‘have to put the plant up,
because we don't think it is going to be worth anything after the end
of the emergency." So we are probably going to gt into it. ~We are not
in it yet to any degree. ' - . : '

QUESTION: Is there any plaﬁning %o increass the production of
strategic materials in countrics whieh we Believe will be accessible to
‘us after the outbroak of a war? :

MR. SMALL: Oh, yes; a vory great doal of work is being done.
We are spomding a substantial emount of the approximatoly 4,5 billion
dollars of authorized stockpile money in expanding production in coun=-
tries which we think are going to bo mocessible to us in the event of
all-out ware. - : : '

- For example, one of - the thimgs very vital to our economy is mal-
ganese., Mangansse goes into all steel. Wo do not bave enough in this
counbry to keep us rolling. By by weans of stockpile money, we are con-
tracting for the oubtpub of e big mine in southern Brazil. That mine will
be operated by one of the United States steel companies, with Brazilian
capital sharing the investment. The Brazilians are putting up all the
capital because we gave them & contract, eztending ver five years, to
toke all the manganese they could produce, The samo thing i true in the
Congo. Tho same thing 1s true all over the world. ' ,

In Canada we are doing the same kind of thing. We are not paying
for the capital investment. The Canadisns sre putting. in the private
capital because they have & conbtract from us to buy bhe output of a nickel
mine there. We are trying to expand the production of the critical and
strategic materials wherever we. can. i

The ECA found the counterpart funds ars also being used for that
purpose. The Point IV progream is being reoriented to that same purpose
of increasing the output of these necessary materials in the underdeveloped
countries. Thus the underdeveloped country is being helped by having it
produce materials and bringing a flow of woney in for them, thereby crealb-
ing good will all the way around and staving off communisn in a particular
countrys ' - S i

QﬁESTION: Would you discuss the part the reserve planté are playing
in the rearmament program? : :

MR. SMALL: Yes. We are taking hack many of the reserve plants,
We are gebting down to the bottom of the barrel and we are beginning to have
arguments betwoen the services. ' It may be an Air Force planmb, but the Vavy

wants it, or the Army wants i% now. We are goipg to get imbo thelt problem
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more and more as we reactivebe these individual plants. Meny of them

have becn reactivated, and all of them probably will be reactivated withe
in the relatively short future, with some cxcsptions. For oxample, we
have g number of ammunition plants that we are not yot ready to reactivatos
But the plants which had been sold under the security clause--I SWppose
those arc the plants you mean--we are taking back onc by oune as the necds
of the services indicates ‘

QUESTION: Can you tell me if there is any plan for establishing a
priority system for important production under the present defense order
nurber system? I understand there is ne priority oxcept in point of times
If there is a plan for such a priority system, would the Munitions Board o
administer it? - -

iR+ SMALL: I am not sure I understand tho quesbtion. "Prioritiss"
is a quicksilver word. Something we don's normally think of ss o priority
system, but it is really a priority system, is CMP=-~the Controlled Matorials
Plan, which is the giving ottt to individual firms throughout industry thus
much stcel, thus much copper, thus much aluminum, or whatever., CMP will
be reinstituted by July of this years The forms end regulations will be
out about the first of March, they will be issued to the industry of %he
country shortly therecafter, they will be roturned, scresened, totaled, cub
to balance supply and demand, and sent back to industrysy CMP will be in
effect by the first of July for the third calendar quarter of the years

We have been advocating the setting up of a multiple-band priority
system in addition to CMP, In the multiple band we have the essential
things as well as the military items. We have met considerable resistance
in the civilian agencies to sctting up such a system prior to the instie ..
tution of CMP, . If a system of multiple~band priority ratings is instie
tuted, it will be instituted by the clvilian egencicsy they will delegate
to us our proper share in the functioning of the priority systems.

QUESTION: Mr. Small, in the event of full mobilizetion, how does
the Munitions Board view the manpower situation=-with concern or withoub
concern? ‘ ' ‘ ‘

» MR SMALL: 1In the cvent of full mobilization, we will be very short
on menpower; you can be sure of that. We were at the end of the last war
and we will be again., We arc short on manpower in many areas right now,

In other areas-=one, for example, as in Detroit--we have the probleom of
unemployment on our hands. But manpower is one of the very cribical things
and always will be, under mobilizabtion conditions. ‘

QUESTION: Mr, Small, my question has to do with'maéhine toolse I
understand it takes about 6 to 18 months now for a conbractor to get the
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mechine tools that he needs. 18 there any inberference with his pro=
curcment and our pool orders? Also, have we unfrozen our machine=tool
resorve and made the tools available o him? .

, MR. SMALL: The purpose of the pool ordor is to put DO orders into
. the machingepool plants and oneble them to keep tholr labor force and
4o keep them working, but o DO order will tako preccdence, of course,
over the pool orders Normally, it should mot interferce

T take it from your question that you may have heard that somebody
is having to wait 18 months Yo got a machine toole As of & couple of
weeks ago, I think, the DO order load onn the nachine=tool industry was:
less than 25 perceont, and the DO doas displace any civilian order that
has not been put into production. Therelore, maybe he was trying to
gebt a special tool from onc meker and refused to shop arouhd and gob it
from somebody else who could probebly make the tool just as well as the
follow he wenbed to get it from.

T hed a complaint the other day from one of the serviccs. Lt said
that we hed lost a cerbain emount of production for 1ack of nechine tools
ju o certain plant. I said, "l just can't rationelizo it beceuse the
machinew=tool mekers are down here crying on my shoulder that they haven't
got any orders. T san't rabioralize the ellegation that this fellow cans
not get his orders placed by the rachine=tool people.” Wo sent a task
foree up to that plant %o Pind out sbout it. The operator said, "Yess 1
can't got the machine toolse™ Mihy not?" He sald, Y1 haven's gotten
pround to placing the orders gebe 1 haven's written the orders yebe"

He was orying before he was hurts

So there is a lot of hystoria ia this thing. Everybody wanbs a
priority to ride a gravy train to make buying oasye Winety porcent of
the time. it really is not something that is troublesome; they just foel
1ike having a priority. The same thing occurred constantly in the last
wars .

COLONEL CAVE: You have gilven us very Jiberally of your limited time,
Mr. Smelle On behalf of the two colleges, thank you very much, sirs

MR. SWALLs Thank yous

(16 May 1951-=350)S







