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Honorable Thomas W. S. Davis, Assistent Secretary of Com-
merce, was born on 22 Maroh 1910 in Warrenton, Virginiea. He
received his early education at Warrenton schools and leter
attended the United States Naval Academy, the University of
Virginia, and the Washington (D. C.) College of Law which
awarded him an LL.B. degree. I is, however, not an attorney.
After serving as en officer in the U. S. Navy as administrative
assistant to. the Director, Naval Vessels and Aircraft Division,
he was given a medical discharge. He ssrved for a year as
secretary to Postmester Generel James A, Farley and worked for
the National Democratic Committee for periods totaling eight
years. For six years he was essociated with the United Air
Lines where, for part of the time, he was Special assistant
to the President. He was sworn in as Assistant Secretary of
Commerce on 14 October 140,
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DEPARTMENT OF COMMERCE AXD ECONOMIC HMOBILIZATION

22 May 1951

GENERAL HOLMAN: We fturm our attention today to another of the key
agencies in the mobilizetion program-=-the Department of Commerce.

The mobilization responsibilities charged to the Department of
Commerce are both extensive and exacting. As one of the permenent
Departments, it has been able to teke on many new responsibilities under
the mobilization programs This has resulted in speeding up many phases
of the program and hes expedited the supply of raw materiels and in-
dustrial equipment, as well as defense construction.

Our speeker is Honorable Thomas We. Se Davis, Assistant Secretary
of Commerce for Asronautics. Mr. Davis served as a naval officer in,
YHorld War IT, and since that time has held important posts in the Post=
mester General's Office and with United Air Lines. He was appointed
Assistant Secretary of Commerce in October 1549.

Mr. Secretary, it is an honor and a privilege to have you with us
this morning and to welcome you to the Industrial College.

MR. DAVIS: Thank you, General Holmen. General Vanamen, Colonel
Barnes, gentlemens T eppreciate the sntroduction of General Holmen.

Coming down to work in the car this morning--I sey this in all
reverence~-I caught the five minutes of nine broadeast, end I listened,
as I always try to do, to the early morning news. But what I heard this
morning wes the old hymn "Abide with Me." That is exactly what I em
going to ask you to do today, as I try to be as comprehensive as possible
with the varied activities of the Department of Commerce end what we are
trying to do in the mobilization efforte.

Some of the material, as presented in this telk, may not be in the
detail that you would like. However, I have brought over with me kits
covering the text of this talk, together with additional information re-=

. garding the Bureaus end offices in the Department of Commerce, with
some charts, meps, and so forth, which I think will be helpful to youe

Your honored invitetion, gentlemen, to make this telk has afforded
me two exceptional opportunities which could readily be of special
benefit to each of us here this moraning &s well as to the mobilization
programs in which we as individuals are participating, at both the
Industrial College of the Armed Forces and the Department of Commerces.
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First, this occasion mekes it possible for me to become better ac-

quainted with your faculty members and students; at the same time it
demonstrates the importance, purposes, end extent of your courses of
study and intensive research. The second opportunity for which I am

of Commerce; to discuss with you the latest available details of our
present and future programs; to urge you to seek freely whatever
additional information you may desire or require from us; to &ssure

you that the informetion will be supplied as speedily and completely

8s possible; and also to point out to you that the over-all interests
of ghe Industrial College and the Department of Commerce are §0

similar that we who are part of them deserve to become and to remain
better acquainted.

Within the Department of Commerce there are 14 separste bureaus
and offices deflinitely connected in Some wey with the Nation's economic
mobilizetion efforts (ehart, page 27). Among them Wwe are constantly
promoting close“cooperation and full coordination of their related
activities.

- The statutory functions of the Department of Commerce ars to foster,
promote, and develop the foreign and domestic’commerce, meanufacturing,
shipping, and the transportation facilities of the United States.

Secretary Sawyer's most recently expressed conception of our De=-
partment is that "It is a storehouse of factg-=a treasury of techniocal

zation I shall summarize. It might be appropriate, however, for me to
Suggest that in their operations these 14 units mutually surpass each
other, to use my favorite group of diplometic words.

Attempts to review the functions of all 14 units at one sitting,
however, will amount to something akin to & Cook's tour-~hitting only
the high spots on our Department's economic mobilization front. So I
hope I won't have to skip over too much, but if I do, as I said, it
will be available to youe Most of the eéssential detajls I hope, how~
over, will be included in My general discussion at this time.

4 good starting point in developing the subject of this talk--the
Department of Commerce and Industrial Mobilization--might very properly

be the vital, indispensable part the Census Bureeu now has and can be
relied upon to provide in mobilization plaq?ing and progress.
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Present, pest, end future reports and the statistical data from
the Census Bureau, so absolutely ossential in reckoning economic status
‘and outlook, can either be readily obtained from existing records or be
speedily collected and compiled whenever needed s

The Joint Comrittes on the Economic Keport--with which I am sure
you are familiar--in Senate Report No. 210, recognized the importance of
the Census Bureeau in the mobilizetion program in the following languages

~ "How the existing series and other resources of the Government
are being utilized to meet the needs for data in the present
emergency mey best be shown by a few examples. The Netional Pro-
‘duction Authority must have data on the production and consumption
of oritical materials to establish and administer priorities and
allocations programs. These datea are now being obtained promptly
and economically,,primarily through utilization, with edaptation
where necessary, of the jndustrial statistics program of the Bureau
of the Census. ‘

"Special tabulations have been made for NPA of date received
in the Census Bureuu's 1947 Census of Manufacturers; more current
. peeds ere being med through the 1949 and 1950 annuel surveys of
menufacturers and the current industrial statistics reportse

“"The new NPA quarterly report of plant operations 18 being
collected with the greatest possible speed end economy by utilizing
the Census Bureau's facilities for large—scale,collection end pro=
cessing of statisticel data.

- "By obtaining the statistical dete necessary %o its operations
through maximum use of the Census Bureau, end of other agencies in
specialized areas, the NPA finds jtself with respect ©o essential
statistical intelligence many months end millions of dollars ahead

of the WPB at & comparable point in the World War II mobilization."

Here are some further examples of more than 50 other special pro=
jects recently undertaken or now underways '

Utilizing its commodity experts, the Census Buresu developed jointly
_with NPA the official CMP Class B Product List and the Alphabetioc Index

of Product Assignments. By working with the Census Bureau NPA assursd that
the commodity designetions and coding system would be comparable with the
basic data compiled by the Census Buresu on production.

The Business Division of the Cemsus Bureau is preparing the regular

tabulations and 1isting of the applications for certificates of necessity
being processed by DPA. '
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- The Population Division is making a survey of "Oceupational
Mobility" for the Air Forces.

& comprehensive record of all exports from the United States in-
cluding the Militery Assistance Program, Greek=Turkish Aid, etc., is
being maintained by the Foreign Trade Division which is also working
closely with the OIT in the preparation of informetion needed for the
administration of export control.

A special study is being made under the sponsorship of the Air
Forces and the Rand Corporation to analyze the location of new menu-
facturing facilitiss in the United States from the standpoint of wyl-
neraebility to attack and requirements for defense.

The Census Bureau also has been engaged in two major projects at
the request of the Federal Civil Defense Administration:

l. The compilation of figures showing peak day and night popula-
tions for specified areas within a group of ten selected cities, to-
gether with the estimates of the number of square feet of basement area
existing in steel-framed or reinforced concrete buildings. This com=
pilation has been completed and transmitted.,

2. The development of forms and instructions for surveying cities
to determine the amount of usable shelter within existing buildings and
the need for such shelter, based on determining the normal psak popula-
tion within each block. This material is in draft form end is presently
being subjected to field tests.

So much for the Census Bureau's special Projects. A4nd now a few
facts about its regular undertakings, such as its Foreign Trade Sta-

&re prepared monthly on all important menufactured commodities. Work

‘Similarly, importent statistical date &re published on a current
basis as to trends ang in sales and inventories of retail and whole-
sale trades in the major kinds of business, as to employment, unemploy~
ment and the distribution of it by geographical location and type of

4
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,skill, es to activities of state and local governmental units, and cotton
ginning and production. 2

Among the multitude of mobilization problems now under study here
at the Industrial College, I am advised that special attention is being
given to that of full-scale coordination in the operation and use of all
transportation facilities. A new step has recently been taken in that
general direction through the esteblishment in the Department of Commerce
of the Office of Transportation. Created under Reorganization Plan No. 21,
this office is now being staffed under the supervision of a newly appointed
Under Secretary for Transportation.

President Trumen stated in his message to the Congress recommending
the Reorgenizetion Plans "It is my purpose to look to the Secretary of
Commerce for leadership with respect to transportation problems and for
the development of over-all transportation policy within the Executive
Branch." The Secretary of Commerce will utilize the Office of Transpor-
tation, therefore, to assist the President in meesuring the valus of the |
various promotional progréms of the Government in suppor® of the Nation's
trensportetion systems.

As & result of adoption of Plan No. 21, civil evietion, meritime,
and highway activities are grouped together for the first time--all of
them within the Department of Commerce. Through our Transportation Office
policy, coordination &mong these three importent groups will be developed e

In addition to policy and program coordination on &n across=the-board
basis for all forms of trensportation, the specific responsibilities of
the Transportetion Office include the establishment of & speciel staff to
advise end essist in prepering all of civil sviation for & quick end
effective conversion from peace to Ware

This will be done in accordance with the conclusions contained ir
the recently completed studies sponsored by NERB. This speciel staff
will assist the air carrier industry and the fixed bese industry in carrying
out the many extensive and far-reaohing measures agreed upon in the NSRE
reports.

The Civil Aeronasutics Administration--the next stop on our trans=
portation front--is engaged in & broad progrem of moderniszing the Federsl
airways system so that the ever-increasing volume of eir traffic can be
hendled with meximum efficiency. This progrem, now well on its way to
completion, involves some 60,000 miles of controlled airways.

Modernization will completely replace the old femiliar four-course
redic renges with very high freguency omnidirectional redio ranges which,

as their neme implies, provide;course,signals_in all directions. These
en roube navigation aids will be matched in terminal ereas by equelly

5
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modern approach and landing aids to expedite the landing of aircreft in
any kind of weather. Supplementing this System of merial highways is a
cdﬁmunications network over which date pertaining to air traffic con=
trol and weather is trensmitted constantly by teletype.

‘Economic mobilization to CAA not only means modernizing airweys
eand communicetions networks to meet the air transportation requirements
of an expanded war economy, it meesns also change in emphasis in jts

aviation safety and airports programs.

Civil aviation experts from the Office of £vistion Sefety are
aveilstle for the conversion and modification of civil aireraft or equip~
ment to meet military needs, to assist in a progrem of standardizetion of
parts or equipment, end to continue the inspection of new eircraft from
factory to user.

In the Office of Airports the funds previded esach year by Congress
to build and improve the Nation's eirport system are being channeled to
locations and arees thet will best serve our mobilization efforts.

In various other ways C8A is moving ehead with programs fostering
end developing civil avietion. For instence, Congress last year authorized

& program of testing=-=in simulated scheduled Service=--new transport air-
craft. CAA is now plenning the accelerated flight testing of turbine--

nection, we are also, with the cooperation of the Air Force, planning on
testing jet powered aireraft for commercial operation. The arrengements
have not been completely worked out yet, tut they are well on their way.

For some yeers Ch& has been extending its ectivities overseas.
Technical missions are sent on request to friendly countries all over

the world to assist in eirwey and eirport developments, as well ag in

stells end meinteins navigation aids on many of our internationsl routes.
It also participates finaneially with other raetions on & basis of Joint
Support in establishing ang meinteining sirport and airway facilities

and services.,

CAh~-sg it is perhaps needless to remind you=-should in no wey be
confused with CAB, the Civil Aeron&utics‘Board. For, CAA is the adminis-
trative and operating egency of the Government in civil aviation, while
CAB is the reguletory agency having jurisdiction over retes and routes
es well as the issusnce of safety reguletions.,
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At the request of the Department of Defense about 150 vessels
were mede availstle. Most of them were of the Victory type and were
taken from the reserve fleet. & number of them were loaned directly
to the Nevy, especially those clessed as troopshipse. But the cargo
vessels, in line with the policy of the Department of encoureging
privete ownership and operation, were barebost charvered to private
Americen ship operators, who, in turn, time chartered the vessels to
the Militery Sea Transport Service.

Lete in 1950 & sudden end unexpected demand for shipping provided
the world merchent fleet with full employment. Many shippers were un=
sble to obtain spece and as e consequence tramp rates skyrocketed to
very high levels. The Economic Cooperation Administration was compselled
to follow the rate jevel in order to obtein shipping space. But it
still could not obtein such space at the time shipments had to be mede.

The Generel Services Administration, which has much responsibility
for the Defense Stockpiling Progream, also was faced with the same prob-
lem. The Federel Maritime Board therefore authorized release of 32
Victory=-type vessels to help ECA carry out its program.

On 15 March 1951 the Secretery of Commerce announced establishment
of a Nationel Shipping Authority which in meny respects resembles the
War Shipping Administration organized during World War IX. It was
esteblished to enmble the United States to profit from the experience of
World War II through the immediate administration of shipping programs
in the national interest. :

To date the National Shipping #Authority has broken out of the re=
serve fleet or allocated for breaking out 100 Liberty-type vesselss
Liberty-type vessels are being used because all suitable Victory type
already heve been teken out of the reserve fleets maintained by the
Depertment of Commerce. These vessels have been assigned to United
Stetes ship operstors on a general agency besis, whereby operators ere
peid fixed fees for husbending and operating the vessels with the
Government receiving all profits or paying all lossese.

As of 26 April 1951 the Nationel Shipping Authority reported that
78 vessels had bteen assigned to generel agents, repairs had been com=
pleted on 40 vessels, 39 vessels had been placed on berth and that
outwerd sailings amounted to 33 vessels whose ocargo totaled 31€,390 tons
of which 180,709 tons of grain had been shipped to sustria, Greece, Indie,
and Yugoslevia, end 135,681 tons of coal hed been shipped to France,
ITtaly, and the Netherlends. In addition to the 33 sailings, cargoes had
been allocated tentetively for 21 vessels.
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The Netional Shipping Authority's latest progress report shows
that 110 vessels have been assigned to general agents with thsir total
outward seilings now emounting to 50. Close to & half million tons of
cargo were carried on these §0 sailings. The hilk of cargoes carried.
consisted of 250,505 tons of grein which went to Austrie, Greece, Indis,
Yugosleavia, end Germany. Other large cargo totels, as shown in the NSA
report, ineluded 184,665 tons of coal to Frence, Italy, and the Nether=-
lends, and nearly 10,000 tons of phosphate to the Netherlends, ex-
clusively. Predicted outwarc sailing for the four weeks fron 13 Mey
through June are placed by NSA at 37 of which 16 are expected to get
under way during this current week.

Within the Department we also operate the Inlend Weterways Cor-
poration which owns & fleet of barges hauling severel million tons of
cargo each year on the Mississippi and its tributaries end which, there=
fore, has & great potential to contribute to the industrisl mobilizetion
of the area it serves.

_ Operating the largest common carrier service on the inland water=
wave, the Corporation covers over 3,000 route miles with 22 tugs end tow-
boats and 264 barges hendling virtually all types of cergos. It also

end the city of Birmingham for transportation of ore for the expanding .
steel production in Alabame. This will be particularly important when the
ore deposits in Venezuela really begin to produce.

The Bureau of Public Rosds is the only agency to which those in
charge of our netional mobilizetion efforts may turn for factual date ag
to the extent of highwey trensport, end what is needed to keep it in
opsretion. It has been designeted a8 the claiment agency in our defense
mobilization progrem to present to the Depertment of Commerce the require=

The Defense Production Administration has recently made definite
allocation of steel for highway use in the immediate future. With the
assistance of the State highway depertments the bureau is preparing to
route this steel to the critical highway situetions. 0ld and weak bridges
on mein highways will get high priority.

mechinery for immediate action when work must be done without delay.
Projects range from pioneer roads--to reach ore and timber--to 4~lene

8
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: divideq,pighways--to serve dtqmicaeﬁergy'plappg in<SduthWCarolina"aI
might’ say right here, in talking about the Stete Highway Dbpartments{ -

in the Buresu of Public Roads, they ere probebly the biggest construc<
tion team in the United States. There is complete ooordinetion of
activity within an area.. I S .
Requests have been received from officiels of 76. defense installe-
“tions for investigation of eccess-road needs. Early in April the sum
of 7,million,ddllars eppropriated for aqcesg-rogds funds wes obligated
to 10 specific projects certified by thevDeparthéntwof:Defense'Orrthe'
Department of the Interior. It is estimated thit other highway projects
urgently needed in support of the defense progrém, and;requested by
r95ponsible_defense'officials, will cost apprdximatelyf40~million dol-
" lars. 1t:is enticipated the total amount of eccess-road work that. '
should be initiated prior to 30 June 1952 will cost not less ‘than 150
million dollarse. : ' CRRIE

. There hes been no conflict between militery and c¢ivilian-thought

as to the kind of highweys system the Netion needs. - The workers, plants,
and trensport arteries that support our peacetimp‘ecdnomy7afé'the essen=
tial elements of war productiom. When wer comes we must continue to

feed, clothe, and house our population; feed meterials and -supplies into
our plants; and deliver the products where they are needed. ‘The total -
demand for transport rises sharply end highway transpor®t, beceuse of

jts flexibility and ease of expansion,:gets f@r.more~than’its.propor--

tional share of inereased tonnage and business travels = .

 Another item that mey be of interest to you at this point=-1 don't
know whether I should do eny telking ebout jt==but efforts are being
made to increase the amount'of‘truck'trAnsportatipn'on the highwayse. It
i easy to see what the effect of that will be. Inoressing the number

of -trucks traveling over the highweys and increesing the loads will
further break down the highweys and we are right back where we sterted.

In times of danger from foreign enemies the Bureau of Public Roads
has two responsibilitie§’directly releted to and supporting ‘the efforts
of the armed forcess (1) It must see that our highways system is kept
in a condition such that needed trensport cen be supplied~without undue
deley, hezard, Or cost; and (2) it is the agency to which the armed forces
turn for such new road construction es is needed in the development of
new plants, military installations, and new sources of reaw meterials. -
International activities of the Bureau of Public Roads‘include those
‘cohnected with construction work on & large defense highway in Alaske and’
on the inter-Americen highwayvextending from Texas to Panemes o

In the postwar period the Bureau hes administered the expenditure
of funds to repair war demage to highways,and-bridges in the Philippines
and hes es@ablished an office in Turkey to assist the Turkish Government




in moderﬁiéiﬁgwitsfhighméy system end in launching its construction pro-
grem according. to modern methods., . :

A ldgiéalﬂstepVhere, it seems, is to preceed from trensportation
to & discussion of weather. The Weather Bureau's program is so closely
related to defense requirements thet its role in economic mobilization
mey be lost sight of. This importent and highly specialized Dureau,
however, has been and is still engaged in the collection and analysis
of bdsio'climatological date which uncerlies & greet deal of the area
development work 80 -important to our industriel and agriculturel expansion.

In eddition, the Weather Bureau provides eviation weather date

Other specitl services of the Bureeu, which will be given edditional
emphesis 88 our mobilizetion effort requires, are the crop forecasting
serviceé“proﬁiding special information on precipitation, frost, etc., of
interest to farmers; and the firewarning system which wetches closely the
~eondition of “our tinmber resources as they are affected by seasonal weather
‘conditions.- '

In normel times the Coast and Geodetic Survey is & scientific service
buresu whose products end services touch upon the lives of nearly every-
one in this country. All vessels navigating the coestal waters of the
United States depend on its charts, coast pilots, tide tables, and current
tables for sdfe nevigation. Airpleane pilots similarly depend on the
series of}aeronautical'chartS'published by the Bureau. Engineers and sur-
veyors use ‘its many thousends of monumented stations throughout the country
in their work on all kinds of projects, such as highway construction,
drainage, irrigetion, and power developments.

But in. times of national emergency the Survey turns to the Job of
building up the defense of the country. In normal times approximately
one=quarter to one-third of the Bureau's products and services are re-
quired by the military establiskment. In the present emergeny over 75
percent of its work is 'done in the interest of national defense. Its out-
put ‘has been greatly increased since June 1550 to meet thése inecreased

-demands .

o Wefvezbeen;moving along prefty fast for the past feW'minutes--from
txﬁﬁspp:tatiqn details to weather and coastal surveys. But the activi=
ties of the various Depertment of Commerce units, as cited, certainly
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Coming up next are brief resumes of how the Bureau of Standards -
and the Petent Office fit into the generel mobilization picture. And -
followingwthemeill be & more detailed report on the operations of the
Office of Technical Services of which scientific findings and petents
end inventions form integral partss R :

Already you have lenrned from your studies the vast contributions
of the Bureau of Standards to defense. Though most of its aectivities.
are now on the military side, the Bureau is not dodging its responsi=
bilities in the netional economye Cne of these -isy for exemple, to
develop end have -continuously aveilable standerds end techniques by
whi ¢} the produots of all industry can be measured and evaluated. A
genéfél<summary10f.present operations-&t the Bureau of Stendards is
contained in the following memorendum prepared by that Bureaus

"rpe status of our econcmic system, as well as the nature
_“igfeur present-day military opsrations, 1is rased to & very
‘apprecisble extent on the advanced state of Americen techmology-
“The ‘orderly operetion and expansion of our ‘technological industry
- and ‘commeérce depend on having contimously available relieble
standards and techniques by which the products of industry cen -
be messured and eveluated. Responsibility for developing end main-
teining the standards and systems for physical measurement 18 :
assigned to the Netional Buresu of Stenderds.: The mobilization
”prdgramﬁhas-increased tlhe normel demands on this Bureau for ecali-
‘bretion and testing services, end has also increesed greatly the
scope of such services because technologicalfdeveIOPment‘initiates
requirements in many new fields. For exsmple, the growth of '
electronics and rader has made necessary acecurate standards of
measurements at higher and nigher radlo frequenciess; the extensive
use of electronics in ordnance requires equipment and techniques
for ‘evaluating ruggedness of component parts; jet engine and other
eircraflt engine development necessitates eguipment for meesuring
and standardizing temperatures-atﬂmuoh higher values and also de~
‘mands equipment for evaluating new fuels. The atomic energy program
Nhas%initiated.urgent demands for improvadvinstrumentS'and systems
for standardizing the intensity of nuclear radiations; and the ex=
terisive introduction of new meterials and Tew uses Por materidals,
such as ceramics, plastics, titanium, brings abhout many new measure-s.
ment problems in physics, chemistry, and metallurgy. To keep
abreast of the expansion of technology and even o anticipate its
needs through soientific initiative'andvleadership is a mejor role
which the:Nationael Sureau of Stardards flfills in our present
=mobilization programs : S :
i “Mapother important -part played by this Bureau is in serving

“rpg s primery research and development facility for the Department
of Defense and also for other Government agencies such as the Abtomic

11
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Energy Commission and the National Advisory Committee for
deronautics., During World War I the military agencies turned

to the staff and facilities of the National Bureau of Stendards
for assistance on technical problems, and this experience led

to an important continuing and expanding relationship. During
World War II mény important projects were assigned to and com=
pleted by the National Bureau of Standards. These included the
initiation and direction of the atomic energy program up to the -
time of the formation of the Manhattan Project, and proximity
fuze development, resulting in the successful development of

the Bat missile. The relationships of this Bureau with the mili=-
tary agencies continued into the postwar period and during present
emorgency mobilization are expanding rapidly. largely as a result
of this direct military work, the Bureau staff is nmow 50 percent
larger than it was during World War II. '

"At the present time the Bureau serves as the primary faciltiy
for the Army Ordnance Corps in the development of proximity fuzes
for the new weapons and guided missiles. It handles the develop~
ment of en important series of guided missiles for the Navy Bureau
of Ordnance. It gathers and disseminstes vital information for

puting machinery for the Department of Defense and for other Govern-
ment agencies; and it carries out extensive investigations on the
development of new materials and in substitutes for critiecnl
materials M x

~&ccomplished through improved menagement pProcedures and, as a result,
&vailability of the products of the Nation's inventive genius has been
speeded up.. I might say here, as probably meny of you know, the informa-
tion which the Patent Office has and the patents that it has on record
there are of very considerable value to the military forces. The Patent

When the Department éxpanded its services to business to include
science and technology, we centralized several existing govermment
operations in our Office of Technical Services. From the Smaller War

To these we added our Netional Inventors Coimcil staff operations and
Publications Board responsibilities for the c¢ollection, compilation, and
release of govermment reports assigned us by the President.

12
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Now &s we,finQ~ourselves in enother defense emergencys these com=
ponentﬂagenciasrare,able»to shift their objectives with relative ease®
since~§cientific}apd technicel information is en importent tool in both
defense andupeace,productibn. The Technical Advisory Service was "
created to assist smell firms facing production difficulties on new end
unfamilier defense worke 1t has been oriented agein in this direction -
and works in clpseHGOOPeration.with our National‘Production.Authority's
Office of Small Business and our more then 100 field officess

: ThewNational,Inventors Council links civilien invention and mili-
tary researchs Its besic function since its creation prior to Pearl
‘Harboruh&s.been;to,stimnlate our netional inventive talents for defense
_purposesand we -are stimulating efforts in that direction. The Council
feols keenly the need for bending all efforts in integrating invention
end militery research and Secretary Sawyer is in full'agreement.

conec Ag8ing the National Security Council”haS<asked’thevSecretaryfpf
'Commerce.togoffer,advicevto the public concerning the wisdom of i pub=
lishing or otherwise releasing information of a‘scientific»and‘technical
mature. As you know, we all realize the necessity for cross-fertilize-=
tion of scientific effort through general dissemination of information.
Yowever, that does not mean that we should lexly permit up-to-date
technical date Lo flow behind the Iron Curteine. The program we have

" oreated in the.Office of Qechniqa1“Services et the request of the

- National Securiby Council is designed to afford reasonable guidance in
this &rea.»,It.isfentirely a voluntery one and not'press;censorship '
tut we find that those who sesk guidance are entirely.willingfto‘acgept
ite. o

B Becently;the Government's interdepartmental Conservation Committee
: passed.a;resoiution‘that,the‘Office of Production Research and Develop-
ment, which funetioned in World War II, should be re&dtivated. This
Committee feels that the civilian sconomy must'practice'conServation
neasures if business. is to keep going during The presentimaterial
shortages .and that research 18 needed  on meny substitutes and conservas
tion technigques. Since there‘is no governmental agency with authority
and experience in this earea outside the Depertment of Commerces we. heve

been asked to consider reactivations

If present plens mature, the Office of Production Research and
Development will be empowered to place contracts with competent labora=
tories for the development of research information on new industriel
processes, conservation practices, and substitute meterials.

., .Last, our Office of Technicael Services acts as’“agépt“ for the
- Beonomic Cooperation Administration in & variety of fields. Visual aid

meterials such as technicel and treining films, the latest scientifiec
literature, and an extension of our Technicel hdvisory Service to
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European productivity centers are among the operations which we provide
for the Economic Cooperation Administration and the Mutual Defense
Assi'stance Program which is now coming into existence. Under the latter,

I should mention thet the Office of Technical Services is in charge of

the procurement and administration of government patents abroad. If we
enter into international agresments with the countries of the North
Atlantic Treety Organization on reciprocal treatment of government patents,
our operations in this area will have increased significence.

The most publicized function of the Office of International Trade is
the granting~-or denying=--of licenses to export United States goods to
foreign countries. This task involves these two critical questions:

Pirst, decision &s to what extent meterials should be withheld from
American consumers and sent abroad.

Second, licensing of shipments of strategic meterials and goods to.
cther parts of the world.

In & time of mobilization, this direct control over exports consti-
tutes & very real tool for economic defense. bBut the granting of licenses
is only a fraction of the entire job this office performs.

'In the field of export control, full statistical information and
accurate analysis of trade and related date are importent at all times--
and now more than ever. Such data are essential in these ways: (1) in
calculating the import requirements of friendly countries and neutrals--
and hence in determining United States export allocations; (2) in re-
vealing the resources available to unfriendly countries; (3) in demon-
strating the strengths and weaknesses of friends and enemies alike; (4)
in establishing sources for strategic meterials; end (5) in providing
guidance for the conduct of potential preclusive buying.

Upon OIT's analyses of trade between the various western European
countries and the Soviet bloc have depended not only our own security
controls, but also the deliberations of the Coordinating Committee-=-a
little known international group representing Caneade, the United Kingdom,
the Benelux countries, France, Demmark, Italy, Norway, Western Germany,
and the United States.

4s a result of our work with this group, some 229 commodities of

. top strategic values are embargoed to the Soviet bloe by all members and
their possessions; 102 other items &are subject to quantitetive control.
Although our friends have not controlled their entire trade with the
Soviets, they have stopped the most significant items=-far more than is
generally known.  Their vulnerability to Soviet reprisals mekes them
hesitant about publicizing their controls.
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ww;%Fhfﬂ&wiﬁbwh3p&?t,7we‘reQuire & license for everything thet: goe o
the blse f-émb&&go“everything'Of'any strategic importance; endi License;
the oﬁh&%ﬁikémsﬁinﬁvéry‘small volumes -Nothing moves to Chins oz North
Kore&a. ) ) : :

- Bist-West trede studies are particularly important to the National
Seburity%Cbﬁnail”iﬁ determining whether such trede by any netion re-
ceiving United States financial assistance constitutes & threat to our
netional security. If the neture of & nationfs trade with the Soviet:
bloc'w@refdetermined~tosoffer"such o threat, and if the nation per=:
sisted in‘such trade, United States financiel aid Yo the offending *
country would be terminated under the terms of the Cannon Amendment: to:
the ECA-legislation. ' '

OIT's controls are backstopped by & top-level Advisory Committes:
on BExport Programs, representing the military establishment, State,. . ‘
Interior, Agriqulture,,EGA, Atomic Energy Commission,vNSRB;,NR#;Zand&OIT»;
This group recommends to the Secrstary of Commerce exporb measures. ro~
quired in the interest of national gsecurity and the conservation of scerce
meterials, items to be controlled for export, licensing policies, &nds
where important poliey considerations are present, sction to be taken: on.
particular licenses. Other interagency groups of technical commodity
specidlists«recommend strategic ratings for controlled commodities.. The:
Depertment of Defense in that organization occupies & very importent role
because it is the agency that tells us whether or not items are of mili-
tary value, and this group and the Secretary of Commerce are guided
accordinglye ’ ’

‘Effective control over exporis of short-supplyvitems;dqpen&%.nqﬁ
merelywupon“realistic'evaluationlof foreign needs but upon the steps taken
to meet such needs. Thus, the esteblishment of & quota involves the
gathering of full date on the needs of friendly foreign countriesj
screening and  justifying such requirements; supporting them before the:
alloecating suthorities; and dividing the total allocation emeng importing
nations on the basis of relative need and ability to contribute to the
common defense. 'The objective is o make possible & full utilizetion of
the! productive capacities of the friendly netions--and, therefores to
enable them to make their proper~contribution,to the joint defense affort.

Not until this work has been performed can OIT begin to license in-
dividugl:export shipments. Eut the issuance of &n export license is:
not ‘always erough to assure that shipment will take place. ¥n our
domestic mobilization we have found 1t necessary to assign priorities to
orders: which will directly snfluence the defense effort.

In many instances it is equally importent to provide priority
assistance for export. Failure to provide certain meteriels to friendly
countries may endanger not only their ebility to resist the enemy but
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a;§p:pbgi;_gpiLity to produce the raw materials which we ourselves need~=
copper,. tin, chrome, and mangenese, to cite a few. For these reasoms,

Olfgﬁhﬁpayorg;ﬁghassure actual shipment of export quotas by priority
ratings or other types of supply assistence.

”kggmgmber, the quotas were established on the basis of demonstrated
neéd.‘yxhq;objeqtive is not equal sharing of our evailable supplies, but
equitable division to further the common objective.:

‘The Department of Commerce, in common with meny other government
agencies, has. for many years depended on the information-gathering
facilities of the Americen Foreign Service for deta relating to the
economic life of foreign countries. Accordingly, muich of the basic
background and information needed to estimate the essential requirements
of friendly countries is derived through the American Foreign Service.

‘.,__Fbg_éxamplgg-statistics on production, consumption, imports, and
exports of those items for which these countries are now cleiments, to-

gether with data on the usual sources of supply, are obtained from this

source. Similarly, information concerning the activities of individual
foreign importers end consignees is required by the export licensing
officers.in order to make intelligent licensing decisions. Commercial
intelligence of this type is obtained largely through Foreign Service
sources, . but is evaluated and coordinated within OIT.

Tﬁeulong-tarm,role of OIT in collecting informetion about individual
firms doing business abroad has paid off handsomely in both World Wars
and during the cold war. Through such information we are aided in de-
termining_the.reliability of ‘the consignee and the likelihood that scarce

.or _strategic goods will not be trensshipped or put to frivolous uses.

In addition, OIT's detailed records on overseas plant capacity,
product specialization, ebility to meet production specifications and
schedules, and extremely importent, the political reliability of the pro=
ducing firm, have proved invaluable to the armed services-=notably the
Air Force=--in procuring certain types of imported finished goods.
Effectively, such information extends the total plant capacity available
for defense production. "

. Least recognized among OIT's mobilization functions is that of
technical assistance, with the object of foreign economic development.
Although foreign economic development has & less obvious bearing on the
defense effort than export control, privete industry and the government
alike have recognized the vital relation between efforts to strengthen

~ the economies of underdeveloped countries and their ability to play a

part in defense mobilization.

A
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In cooperation with State Department's Technical Cooperation Admin-
‘ystration, OIT is carrying out & four-point progrem to assist in de-
veloping the industry end trade of such countries. The elements in
the program are (1) providing technical essistance in manufacturing,
processing, and distribution; (2) recruiting and training industrial
- personnel to work abroad; (3) providing opportunities for technical in=
dustrial training in the United States end bringing promising cendi-
dates to this country for technical training in industrial menagement,
production methods, etc.; (4) providing information to prospective
investors concerning opportunities and problems to be faced in meking
privete investments in underdeveloped countriess.

In somewhet similar feshion, OIT makes arrangements for teams from
Europe to receive technical guidance in American plents, provided that
the further training of these teams has & direct bearing on the defense
effort. Moreover, OIT specialists are sent to Europe to advise pro-
ducers--how to improve their production and how to channel their
capacities and production into the United States mobilization effort.

The results of the technical assistance program &re twofolds we
assist foreign producers %o increase or reshape and plan their pro-
duction, and we channel their production to the United States or other
areas, to meet the mobilization need.

To sum up, internationel trade--the direct concern of OIT--is a
vitel element in the mobilization effort. Through our export trade,
friendly countries ere enabled to cerry out their essential roles in the
cormon defense; through our import trade we obtein our conbtinuing needs
for rew meterials--particularly the key strategic items which are not
produced in this country--at least in sufficient volume to meet the needs
of the defense effort.

Another importent function of the Department of Commerce which
might well te the subject of an entire lecture before this group is the
Office of Business Economics.

The functions of this office are primerily (1) the provision of
tasic meesures on the netional economy and its performence, and (2) the
analysis of the economic position of the country and the uiderlying
trends ~This involves not only current appreisels, but en evaluation
of the outlock.

Fundemental to these ultimate economic appraisals is the prepara=
tion of the netional accounts--national product, netional income, con-

sumption, investment, business financing, the internetionel balence of
payments, government expenditures ebroad, etc.

17
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Through OBE, the Uspartment of Commerce is eéquipped to &ssist in
the determination of the over-all megnitude of the Nation's wer poten-
tial; end, likewise, in the subsequent determination of the allowances
to be made for meximum war and War-supporting ectivities, on the one
hend, wund for the requirements of & steble civilian economy on the
other. That is an awfully importent item.

48 in the lest war, new urgency has been attached to the normel
demends for greater frequency, deteil, and comprehensiveness in the
production by OBE of its reguler series and enalyses. This is a
neturel result in view of the fundamental importence of national
accounts (that is, rational income, gross national product, and balance
of international peyments} in the work of mobilization plamming. It
follows, also, from the heightened interest which stepped-up economic
activity brings about in such supporting OBE series &s those on plant
and equipment, business births and deaths, sales, inventories, and new
orders. :

And now, finally, we get around to another highly vitel cog in the
Depertment's mobilizetion machinery--the Nationsl Produetion Authority.

I would like to say et the outset here that immedietely after the
Communists moved into North Koree, we began plamning in the Department
of Commerce. Controls were ineviteble. Ve wore very fortunete in having
many of the elements of control used during the last war. Ve had edopted
&s peacetime operation the policy of industry edvisory committees. Yie
enlarged those committees., Wie estaeblished more. e threw the whole team
into the organization of e defense effort. Because of this orgenizetion
and the know-how we made aveilable, both to the other agencies and to the
Congress, we were able to get that productive action under way in much
better shepe and much fester than would have been the case if we had started
from scratch.

You already have heard a great deal about NPA's functions from
several of its officials who have addressed you. I shall avoid going into
details covered in Previous discussions. The defense production picture,
however, has been and is ohanging repidly.

The functions and responsibilities of the War Production Board in
Viorld War IY are todey borne jointly by the Defense Production Adminis~-
tretion and the National Production Autherity. DPA is s relatively small
plemning ang coordinating dgency. KPA is the lerger administrative egency

for production controls.

- The main purposes of the NPA are conservetion of critical materials
end expansion of production. Prectically everything that NPA does is
designed to serve one or the other of these two purposes, or bothe In
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jts controls over production, and its activities in expansion of pro-
ductive fecilities, NPA is responsible not only for seeing that defense
end defense-supporting production is cerried forward on schedule, but
also for mainteining the highest possible levels of production for the
civilian economy.

NPA has ennounced that the Controlled Materiels Plan will go into
effect on 1 July 1951.

The Gontrolled Meteriaels Plan in itself, of course, will not enlarge
total supplies of critical materiels. But, it will, as our experience
with the wartime CMP demonstrated, provide a method of using aveilsble
materials to the greetest possible adventage. CMP is not a progrem in
jtself, but a method or technique. It is rather a sort of bookkeeping
system by meens of which the Government totels up the meteriels availeble
end scoounts for their distribution to the right places. This is done to
maintain e balanced ledger of industrial production for. defense end also
for civilian needs.

Besides controlling use of the basic materials--steel, copper, .and
aluminum~--and using these yardstick materials as common denominators. for
the distribution of other critical supplies, CMP also schedules produc-
tion, by querterly periods, so that demend is kept in proper relationship
to supply. , ,

While CMP cannot create more materials, its administrators believe
it cen end will heve the effect of meking more materiels availsble in
meny querters where scarcities are now being ecutely felte This will
not be because there actually will be more materiels, except as expanded
production tekes place, but because CMP will serve %o channel supplies
in & more orderly mammer and to schedule production in terms of actual
requirements.

After the priority system wes instituted by NPA, scarce meterials
soon appeared to be more véadily available. That situetion is no longer
true. However, because of rising demends of defense and defense~-supporting
progrems, I believe we shell see & similar effect after CHP gets into full
operation. For CMP, as designed, is &n affirmetive method of assuring
aveilability of meterials for the purposes for which they are needed.

Scheduling of requirements on & gquarterly besis will promote, in
particular, a more orderly distribution and, thus, a probable easing of
the entire metals situation. When the defense requirements have, to be
scheduled querter by quarter, a great deal of water will be wrung out of
them immedietely. Under CMP, defense progrems, which heretofore have been
ordering meterials as soon &s possible, will be unatle to order except for
one future quarter at & time. ‘
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Administratively, much of the work of CMP is going to be done by
industry itself, which throughout the operation of the plan has the
tesk of keeping the Govermnment informed as to the extent of require-
ments. .

Early this month forms and operating instruction were sent out,
8o that NPA could begin to accumilste the date it needs to put the CMP
in operation by 1 July and so that industry could femilierize itself _
with what is required. At the same time four-man teams of CMP experts
set out on a tour of 20 principal cities to explain the facts of CMP
and to answer questions.

On the staff level, CMP is the responsibility of NPA's Assistant
Admiristrator for Production Controls. At present and during the third
quarter of this year, the work of authorization and allocation will
largely be done by the industry divisions of NPA, in conjunction with
the Industry Advisory Committees. '

Ultimately CMP will be run largely in the field. The bulk of the
applications, in the fourth quarter, will be hendled through field
offices and their staffs. Already the Field Service of the Department
of Commerce is bringing clerical and stenogrephic personnel in, et the
rete of several dozen & month, to give them practiceal training in filling
out CMP forms. Later, supervisory personnel will come to Weshington for
short but intensive training sessions.

Through NPA's Office of Small Business end other government agencies,
some reel strides have been made towsrd fuller utilization of small busi-
ness concerns in defense production. On 23 April 1551 @ four-point pro-
curement poliey to increase participation of small business in defense
production wes adopted. This policy was accepted by all government
agencies concerned with defense procurement and production. I shall list
these four points.

l. To bring into the defense effort on a prime contract or
subcontract basis every qualified producer who can be used so that orders
can be spread scross as wide a base as possible.

2. To find and put to use the productive facilities of small
firms.

3« To give small menufacturers all necessafy information ocon-

cerning government needs and the steps they =liould follew in obtaining
subcontracts as well as prime contracts.

4. To develop and install procurement procedures which will
éncourage prime contractors to subcontrect to smell firms the maximum
amount of business possible.. -
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_Details of the variety of ways these purposes are being carried out
are readily obteinable. HMany of them were listed in the first issue of
“The Defense Production Record," official weekly bulletin of the defense
production progrem, which appesred on & May 19561. ‘

The problems of smell business in the defense economy have not been
overlooked. Indeed, the Uefense Production Act of 1650 itself specifi-
celly provides thet smell business enterprises shall be furnished with
the necessary informetion to permit their participation in the defense
program; that small business shall be fairly and equitably represented
on industry edvisory committees; that small business shall be entitled
to certain exemptions as they mey be feesible without impeding the
accomplishments of netional defense; that small business shell be en-
titled to the expeditious handling of requests, applications, or appeels
from reguletory meesures. A4lso, and most significarntly, the act pro-
vides that in eny allocation of materials, which causes serious disloca-
tions of normel distribution in the civilian merket, shell be mede, so
far as is practicaeble, in such & way as to make available to &ll business
and segments thereof a fair share of civilian supplies.

We are expanding our productive resources through the amortization
program and through government loans for the comstruction of defense
plants where the necessary funds were not readily obtaineble from reguler
sources of credit. '

Tax smortizetion certificates are processed by NPA and other defense
agencies and issued by DPA. To date the totel amount of rapid tex
smortizetion euthorized is epproximately 5+4 billion dollars.on 1,209
new or expanded facilities. Thirty-three loans approved for defense
plents now amount to more than 60 million dollers.

Another provision of the Defense Production Act of 1950, which de-
serves emphesis, requires use of industry advisory committees in the
determination of defense production programs« NFA has more then 300
industry edvisory committees which meet with govermment officiels to
discuss their separate problems and to make recommendations concerning
adoption of orders gnd regulations and other matters.

From 15 to 20 industry advisory committee meetings are held each
week, end the number of such meetings, as well as the number of committees,
will continue to increase.

Committee members under the law must be representative of large,
medium~sized, and small business in & given industry and a committee must
have broad geographicel representetion. The members serve without com=
pensetion and &t their own expense. NP4 hes found their services most
helpful in reaching the necessary determinations on policies and actions.
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Gentlemen, I have given you & generel roundup of the more importent
euthorized functions of the Department of Commerce in the economic
.mobilization field. I do not cleim or éven pretend that it is complete.
For indeed, no review of our undertakings can be complete without a
look into our hopes and plens for future developments and expansions in
industry and commerce. o

A primery exemple of prospective developments advocated by the.
Department is the Great Lakes=--St. Lewrence Seaway and Power Project.

President Truman early this year designeted Secretary Sewyer as
coordinator in the presentation of the Administration's testimony before
Congress in support of the authorization of this long-delayed project,
which is so urgently reguired now &s a vital and integrel part of our
national defense end economic security. This morning, though, I regret
that I am unable to predict with any degree of certainty the fate of this
legislation on Capitol Hill at this session of Congress.

A summary of the Administration's arguments in support of the
St. Lawrence Project is contained in the supplementery meterials which
will be distributed among you. » -

And now, I would like to leave with you just one or two thoughts.
One of the most important--if not the most important=-elements of control
is the attempt to keep in balance the military mechine and the civilian
machine. I am certain you realize the importance of this but it cannot
be emphasized too often. Without orie the other would fail. Never before
in history heas there been such a complete understending of each other's
problems as between the military and the civilian side of the economy &8s
exists today. This is evidenced every dey in our activities. It is
evidenced by the degree of coordination end cooperation we have dowm the
line and across the board at the staff level between these constituent
groups, the Departments of Commerce, Defense, Interior, Agriculture, and
every agency of the Government that has to do with our economy in the
defense mobilization effort. That is most important. '

Another important item and one thet is easily overlooked is the effort
to lick inflation. From en economic standpoint inflation is an enemy
equally es dengerous as the Communists. Progress has been maede but I know
we haven't done everything we can do to forestall the forces of inflation.
It is very difficult to bring to bear all the things that we know can ‘
check inflation. We have groups of one kind and another who represent
their own particular interests; it is natural that they should. They
can't be blamed for that. But if we are going to be able to place on our
econony the controls necessary, voluntarily or otherwise--and mény of
them are voluntary=-any particular group which for one reason or another
is bucking controls must give up its individual fight and become a pert
of the joint effort.
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~ For instance, I don't know whether you know it or not--=it is out
of my field; probably I shouldn't say anything about it=-~but the pres-
sure from both industry and labor, both individually end jointly, %o
bresk through price ceilings is very greet. You ¥now full well what
inereased cost has donme to you in the military forces in the purchase
of tanks end guns. Blankets, even, I understand have gone up some 300
or 400 percent. ' ' '

We are trying in the Deperitment of Commerce to meet and discharge
our responsibilities to the best of our ability. We know we don't have
21l the answers. We know we can get the answers by joint,coordinated
effort, and that is what we are trying to do. ‘The Department of Commerce
is in effect & holding corporation. ‘There is, however, & mutuality of ,
interest among meny of the Bureeus of the Department. We &re all interested
in two things=--the economics of the country and certain technical aspects
of our productive efforts There are other areas of joint interest as well.

 last night I went to see "Mr. Roberts" for the third time. I en-
joyed it, particulerly since during the last wer for a very short time
I was a lieutenant (jegs) myself. One of the things that impressed me,
eside from its humor, was that it had the effect of pointing up this facts
It is sometimes very difficult--I am speaking of the Government generally--
for a seemingly seperate unit or separate department of the Goverrment to
determine or realize just what its contribution is to the total effort.
Thet ‘is true down in Commerce; true down the line; true of government em=
ployees; certainly it is true with many of you here today. But it has to
be & joint effort; it has to be e joint recognition of & mutual problem
by both the military snd the civilian, and I am certein that when the chips
are down, that is exactly the way it will be. '

1 appreciate very much heving this privilege--it is a privilege~=%to
come here and talk with you. I will always be available in the Department
if, in your deliberations and studies, there is any additional informetion
that we can give you. I mean that. Thank you very much.

, QUESTION: Mr. Secretary, ome of the guiding principles of organiza-
tion seems to be that there be a direct line of authority from the %top
down through the bottom. In-this defense mobilization orgenizetion, would
you explain what the flow of authority is and how and when you have defense
mobilization authority, and then using the various departments, such &s
Commerce, NPA, explain what their relationship is to the DPA and the top
mobilization authority? : ' '

MR. DAVIS: Well, I don't went to get into & technical discussion
of the principles of organization. Actuelly it is & combination of
functions. The defense mobilizer is the big boss. He is the coordinator
of policy. He tells the others what to do and they do ite. Therefore,
all have to work as & team. I don't care how you set up an organization
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on the chart, the chart doesn't solve the problems. The definite
relationship between the functions of each unit having to.do with
mobilization is or may be something of & hit-or-miss proposition. But
it is a combination of both diréct line and horizontal organizetion,

and we meet the problem when we really get to it as to Jjust how it will
operates You will be furnished with & chert which shows the direct .line
and the horizontal organization of the Department of Commerce and. its
relationship to the defense setup, which I hope, may prove to be infor-
mative and useful. : :

QUESTION:  Mr. Secretary, earlier in the year when we were going
through our course in Requirements we dwelt very much on the military
presenting their requirements to NSRB, NSRB more or less determining
or gétting from other agencies civilian requirements to keep the
civilian=militery mechine going and to determine how much: would be
available for the military. NSRB has more or less faded out of the
operating picture now. Just what is NPA or the Department as a whole
doing in determining requirements for keeping the civilian machine
going so as to determine how much is available to the military machine?

MR. DAVIS: That is what the NPA is trying to do now. It is one of
the elements of the Controlled Materials Plan. I might say at the out-
set that it is common practice to think of results in terms of dollars.
But we are not dealing in dollars, we are dealing in materials=~and = .
the shortages in materials are very selective. Right today~-~I believe .
this figure is correct--to give a little background here--the military.
effort is teking, . roughly across the board, between 10 and 15 percent of :
the total productive capacity of the United States in doller volume.

The impact of military production will probably be fully felt in the.
last quarter of this year. ‘

To get to your specific question, we know pretty well at this point
how much meterial--I say "pretty well" because we couldn't possibly get
down to the last pound--there is aveilable. 'The problem is that NPA
hes to allocate that meterial, the scarce meterialsg and others as wsll,
among the defense producing units,_military-producing procurement units
and defense supporting units, the balance going to the civilian aconomy.
There is a very hazy line of demarketion between the production line of a
gun and new steel production for the production of that gun.

The program under wey at the present time is to build up the pro=- -
ductive facilities of the United States. We don't know what the
productive fecilities of the United States are at this point, except
in broed general terms as to the capacity., Ve know what the dollar
volume is in certain items, but we cannot sufficiently pin point the
actual shop, the tools, and the men. Thet is in process right now.

We got at this effort fast, and we are much further ahead then last time.
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by comparison with & similar period. In this effort no one gets enough
except the military. There is just not enough of everything to go '
around.

The Director of Defense Mobilization estimates that our productive
capacity will reech the point where it can meet both military and
civilian requirements in 1953. In the meantime, while we are arriving
at that point, I don't know of any humen way possible to do a 100~ per=
cent job of balancing effort, the civilian versus the military, and by
civilian I mean all civilian economy along with the defense supporting
activitiess ’

I think we haeve made--when I say "we", I am talking ebout the
Government &s a whole--remarkable progress in keeping the civilian
machine going during this gray period we are in todaye.

QUESTION: Mr. Seoretary, you just said with a certain note of
annoyance or dismay that we don't know what our capacity is. What in
your opinion is the reason for our being so slow about it?

MR. DAVIS: First things come first. The militery requirements
are such thet we have to get those out=-the materials allocated for them.
When I sey we don't know what our productive capacity is, I mean that
no complete survey of the United States shop by shop, menufacturer by
menufacturer, now exists. 4 start was made on one by the Munitions
Board. But we got into the Korean situation and there again first
things came first. There is & patural tendency for procurement agencies
to give contracts to the larger manufecturers; ones with whom they have
dealt before; ones whose credit reting is beyond question; ones whose
ability to perform on schedule is without question. In the first
efforts at building up militery strength that is importent beceuse
they can do it faster, but we can't overlook the other elements of our
economy e

QUESTION: What I had in mind was not this immediate point but the
fact that informetion of that kind would be importent et any time and
that really such a job of inventorying should have been started meny
years ago. I appreciate Conzress appropriates certain budgets and every
depsrtment has to expand itself in terms of that budget, but it alarms
me somewhat that we heve been slow in recognizing the need of information
of thet sort, but we pick up other information by reens of Census ectivi-
ties.

MR. DAVIS: I say in broad terms we do know. DMaybe I can explain
it & little better this way. In X geogrephical area, how many me.chine
shops are there? IHow meny men are there with specialized knowledge and
training in tool meking, for instance? We know that in bronrd general
terms, but it is very difficult to say that this company, or this smell
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business, can do this kind of job in this defense production effort.

We still operats in a free-enterprise svstem in this country and in
normal times your normel laws of supply and demand operate. It has not
been necessary up tc this point to have that detailed information. That
brocess is under way at the present time. I don't mean to say that we
don't know whet our over-all production capecity is in certain lines of
endeavor, but it hasn't been completely pin pointed with respect to
various units within a given field of activity.

CAPTAIN DAVISSON: Mr. Secretary, I am very sorry that time ran out
on us. The College appreciates your coming down here and 1 &m sure the
kits you have prepared will be very helpful to us. Thank you very much.

(7 Aug 1951--650)8.
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