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• The Ho_~_orable Douglas McKayj Secretary of the luterior, was born in 
Portl~d, Oregon, 2h June IU93e He was gradnated from Oregon State 
College with a degree in agricolturee He served in World Wars I and lle 
Following World War I he became an automobile sales man in Portland and 
in 1927 established his own business in Salem, Oregon. For the past 
25 years he has been a dealer for Chevrolet aud Cadillac in Salem. With 
the exception of the time spent in Armp service, he was a member of the 
Oregon State Senate from 1935 to 1949; Mayor of the city of Salem from 
1933-1934; elected Governor in November 1945 cud reelected for a four- 
year term in November 1950. Since then, he has been cha~rmau of the 
Western Governors l Conference and served as a member of the Executive 
Board of the National Governors' Conference in 1951. Secretary McK~ 
is a member of the VFW, the Disabled American Veterans, the Mil~ 
Order of the Purple Heart, and other fraternal organizationse 
he was named chairman of the Willam~tte River Basin Cozm~ission and served 
ALutil he became Governor. In January 1953 he was appointed by President 
Eisenhower as Secretary of the luteriore 
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PROBLEMS AND PLANS OF THE DEPARTMENT OF THE INTERIOR 
IN INDUSTRIAL MOBILIZATION 

1953 

ADMIRAL HAGUE: General Craig, members of the staff~ facultyj and 
students of the National War College and the Industrial College of the 
Armed Forces: This week we undertake a comprehensive series of lectures 
dealinE with all the departments of the Govermuent which have an int!~te 
part to play in ecouomic mobilization. This morning we are honored by 
having the Secretary of the Interiorp the Honorable Douglas McKay~ to 
tell us about his departmentls problems in economic mobilizatione 

There is one striking factj it seems to he, in terms of the Depart- 
ment of the Interior~ that isp during the past decade or so our country 
has been transformed from one with a superabundance of natural resources 
into one with very definite shortages of many critical materials. As 
you a l l  know t h e  Depar tment  o f  t h e  Y n t e r i o r  i s  t h e  c u s t o d i a n  o f  - !1  o u r  
r e s o u r c e s ;  and t h e  work o f  t h e  Depar tmen t  o f  t h e  I n t e r i o r  i s  o f  s p e c i a l  
significance t o  us  in t h e  u d l i t a r ~ o  

Gentlemenj it is a great pleasure to present to you the Secretary 
of the Interiorj the Honorable Douglas McKay. 

SECRETARZ McKAYI Admiral Hague and gentlemen~ it is a pleasure 
for me to be here and talk to you about the problems and plans of the 
Department of the Interior in economic mobilization. ~ thank you 9 
Admiral~ for .the. opportunity of appearing here. 

I sympathize strongly with the Admiral,s remark about the Depart- 
ment of the Interior being the custodian of our natural resources; to 
me that is Just what it is. 

No other department of the Government is more important to the 
welfare of our people in future generations. Upon the Department of the 
Interior rests the responsibility of telling whether or not we have 
enough natural resources for the future and if there are adequate plans 
for conservation. And by "conservation, I dontt mean locking upj that 
isntt what it means. To me conservation is the wise use of our natural 
resot~rCeSe 

Y feel particularly honored in being asked to talk before such a 
highly selected and trained group. I understand that all of you are 
experienced .~11tary officers and high-level civilian public servants 
who are engaged in perfectingj generally 9 your training in matters 
relating to national securitye 
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I hardly need s~" t h a t  nothing i s  more important than our na t iona l  
security. Those of us who ~st make major decisions that vitally affect 
the future of our country must depend heavily on career men such as you 
for advice and assistance. We need all the wisdom you can develop here 
and subsequently bring to bear upon national security problems. You ' 
~ be assured that we will appreciate your help. 

National security involves mar~ things. But fundamental to this • 
security is industrial strength. Modern military strength cannot exist 
without it. The motto of the Industrial College, I am told, emphasizes 
the inseparability of industry and defense. And T believe it is very 
important that this key idea be clear in all our minds. 

President Eisenhower recently emphasized this thought when he spoke 
of "the two logics": .military logic" and ,economic logic." And then 
he went on to stay: ,'If these two logical disciplines can be wedded"-- 
and he believes they can be--"it is then possible to create a situation 
of maxlm~m military strength within our economic capacities." 

My appreciation of the inseparability of military and economic 
affairs, in connection with national security, derives from ~ own varied 
personal experiences. As a front-line infantry officer in World War I, 
I can fully appreciate what it is like to be without needed munitions and 
yet know that somehow the great chain of essential activities, back to 
the mines, oil wells, and power stations, probably could have done more. 
In World War YI, I served in the Services of Supply. Nobody can become 
acquainted with the tremendous output of industry that went into the 
success of that war without realizing that modern vars can be lost on the 
industrial front as well as on the battlefront. The vital role in 
wartime of natural resources industries--hydroelectric power, timber, 
metals production, and mining--is particulsrly evident to me as a 
westerner, a businessm-n, and former Governor of Or,gone And now as 
Secretary of the Interior I can see even more clearly the full significance 
of your motto, particularly as regards development of natural resources, 
because it is in this field that the Departmsnt of the Interior makes its 
important contributions to the Nation's security. 

The Department's contribution to the defense program is related to 
the over-all responsibilities of the Office of Defense Mobilization (ODM), 
Interior's responsibilities are directed general~ to the defense-supporting, 
industrial build-up, 8nd cover the following areas l energy resources, 
including petroleum, natural gas, electric power, coal, and cokeJ the 
encouragement of exploration for new domestic sources of critical and 
strategic minerals and metals; and the maintenance of fishery production. 

In handling these responsibilities specialized organizations have 
been necessary and in some cases continue to be necessary. For this 
reason the Department has five defense administrations to carry out its 
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ro le  i n  this ~J.eld~, They are: the l~t.~oleum Administration for Defense 
(PAD) the Defense Sol id  Fuels Administration (DSFA) 9 the Defense Minerals 

Co ) 
tion (DFA)e =~s~ra~xon (DEPA)j s~d the Defense Fisheries Administra. 

Private industry, of course, largely shoulders the responsibility 
for resource development; and the functions of these administrations are 
aimed primarily at expediting private development or encouraging private 
development beyond the point Which prudent business Judgment would ordl- 
narily dictate, but is required in the interests of national securitye 

Specific functions of these administrations, except the ~HEA, arez 

First, the recommendation to the ODM of goals for expansion of 
industry,s productive capacltye These goals are calculated on the basis 
of projected military, Atomic Energy Commission, defense-supporting and 
essential civilian requirements, as well as the potential ability to 
expand the industry concernede 

Second, in order to assist industry in meeting expansion goals, 
Interior,s various defense administrations have the responsibility for 
making recommendations to the ODM as to the necessity for financial 
incentives, such as accelerated tax amortization and government loans, 
or government-guaranteed loanse 

Third, our defense agencies also have responsibility for the ad~In- 
istration of ~he various control and conservation orders applying to 
their respective areas. Within the over-z~ll limitations established by 
the ODM, they have been responsible for the allocation of scarce materials 
and equipment, and, to the extent necessary, for expediting these supplies 
to remove bottlenecks in the expansion programs 

The DMEA, through loans to mining co~panies~ repayable under c~rtaln 
conditions if Qt%scoveries are made, encourages private investment in 
minerals exploration activitiese 

During World War II the mobilization functions in the same resource 
areas, except electric power, were lodged in Ynterloro These are the 
same resource fields where many of the Department,s regular program 
activities are centerede This arrangement is mutually beneficial in that 
the defense administrations can frequently draw upon the skills and 
resources of the regular program activities, and these in turn profit 
from the experiences of the defense agencies, j Moreover, policy coordi- 
nation between defense and regular activities is facilltatede 

Apart from their contributions to the work of the defense adminis- 
trations, the regular activities themselves of the Department make 
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i~portant contributions to national security. These contributions 
include: (i) metallurgical and fuel research and the production of es 

• 

helium by the . _  Bureau Qf Mi.~o ~n .... r . . . . .  

by the Geological Survey and the 
topographic and geolo~c maps by the Geological Survey; (3) the opera- 
tion of the Alaska Railroad and the construction of roads and public 
works in Alaska, as well as other territories, by the Office of Territories; 
(4) the building of hydroelectric projects and the transmission of electric 
power by the Department's public power agencies; (5) the construction 
of irrigation projects to increase food supply by the Bureau of Reclamation 
and the Bureau of Indian Affairs; and (6) the administration of our public 
domain under appropriate conservation policies while enabling private 
economic development of mineral, timber, and land resourcese 

Not only does Interior make these regular contributions at home, 
but through its cooperation ~th the Mutual Security Agency and the 
Technical Cooperation Administration, particularlY through the provision 
of skilled technical personnel, the Department assists other nations of 
the free world to increase their strength through development of their 

natural resources. 

These more indirect contributions to national security will go for- 
ward to the m~m extent consistent with sound national econ °mic° and 
fiscal policies upon which our security also depends. 

With respect to the resources of direct concern to Interior in the 
defense program, great progress has been made in development since the 
invasion of Korea. I believe it would be helpful if I sum~/ized this 
progress, as well as t h e  current status and outlook for this development. 

The Nationts capacity for petroleum refining has grown from 6~8 
million barrels per day at the time of the Korean outbreak to over 7.7 
million per ds~. D~ring the same period, production of crude oil and 
gas liquids has increased fr~ 5.9 to a peak, several months ago~ of 

arable million barrels per day. Other segments of the indnstry--storage, 

----f~-S. l:)O a l o e _  al as i p e A l n e s  n a v e  b e e n  g r e a . ~ v  ~ 
r a w . D e  . . . .  p natur g P 

The petroleum industry is today in a position where it can meet 
the country TM immediate partial mobilization needs, although its capac- 
ity to produce certain products ~ust be pressed to the limit to keep up 
with growing demands. TI~ most acute supply problem with which the 
PAD is now concerned is aviation gasoline. 

above~ 1947 domestic production of aviation gasoline (I00 octane and 
was only 17e8 million barrels. In spite of the fact that prodnc- 

ar rose to 65e] million barrels, supplies, even when aug- 
tion last ye • .......... been barely sufficient 
monied by higher-than-~or~ml-cos% proouc~5~ ~av~ --~ 
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to meet growing military and civilian needs. The PAD has materially 
aided industry in expanding its aviation gasoline capacity and making 
possible more efficient utilization of existing capacityo Neverthe- 
less, more production capacity is still needed ~ meet the demands 
which military estimates indicate will continue to mount fc~ several 
yearse Recently the program for alkylate plant construction was stepped 
up in a target set by the 012~ 

One major difficulty confronts the petroleum industry and the Govern- 
ment in increasing alkylation facilities (the specialized refinery instal- 
lationsneeded for aviation gasoline production) to the level required 
to meet full mobilization requirements. This difficulty stems from the 
fact that facilities~ beyond those presently buildin~ or definitely 
planned~ would be needed only in event of war. Thus refiners have little 
ecanomic incentive to build theme Another deterrent is the likelihood 
that in time# perhaps a decade~ the shift from piston to jet engines 
among military aircraft will have wiped out a substantial portion of the 
increased requirements which may prevail in the Intervening yearse 

To help overcome these difficultiesj the Depar~ent of Defense and 
the PAD have asked for 9 and recently obtained from the House Subcommittee 
on Military Appropriations# approval of modification of the previously 
existing contract plan for al~lation facilitiese The modified plan 
permits use of funds which have already been appropriated to guarantee 
return of investmentj to reimburse refiners for the building costs @:ring 
construction. This procedure will relieve the refiner of having his own 
capi~l tied up in the facilities and will~ it is believed~ stimulate 
some of the required additional constructione It may be particularly 
useful as an aid to smaller refiners in expanding alkylation facilitiese 
The over-all'cost to the armed services will not be increased4 

Presently the PAD has two control orders in effect which~ it is 
estimated, result in the production of as ~uch as 12~200 barrels per day 
of aviation gasolinej not otherwise available. If the authority for 
these orders is continued by Congress w we contemplate continuing them 
in effect so long as the shortage of aviation gasoline continues at its 
caL-Tent c~itical level, 

The main defense expansion problems faced by our D6FA relate %o 
metallurgical coal and coke production. Metallurgical~ or coEing~ coal 
capacity has been expanded about 9.9 million tons in the last two years, 
or 8 percent over the 1950 capacity level; thls year it is expected to 
reach the goal of slightly more than 137 million tons original3y estab- 
lished by the Defense Production Admluistration. As recently as 12 
March 1953~ however~ the expansion goal for blast furnaces was increased 
by an additional 2 million tons of pig iron capacity~ thus further increas- 
ing the expansion task remaining 50 be completed for the production of 
metallurgical coal and coke by 2e5 million tons and 1.8 million t~ns, 
respectivelye 
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" The expansion of by-product coke capacity has presented more 
difficult problems than the coal supply for the ovens. Coke-m,kinE 
capacity must be provided not only to keep step with the expended needs 
created by the steel program, hut to replace overage ovens which are 
failing under the present high rate of operation. Of the 6.7 m411~on 
tons of oven capacity expected to be constructed in 1953, almost half 
is needed to replace obsolete ovens. Although coke requirements of the 
steel industry will grow more rapidly this year than by-product coke- 
oven capacity, the beehive coke industry, which is capable of producing 
from 5 to 7 million tons per year, should temporarily be able to m~ke up 
the difference in requirements. Much of this coke, however, is lower in 
quality and only regionally available. To assure the completion of the 
coke-oven expansion program, it may be necessary to make fuller use of 
existing types of financial incentives. 

Except in the Territory of Alaska, types of coal other than metal- 
lurgical coal have presented few special problems of direct concern to 
the DSFA. Direct military use of coal in Alaska, however, will require 
an increase of nearly 90 percent over 1951 capacity. As mining in this 
area presents far more difficult operating problems than in other areas~ 
and since the increased output is required almost exclusively for ~i- 
~y use, it has been necessary to stimulate Alaskan coal production by 
offering incentives to coal producers in the form of defense loans and 
accelerated tax amortization. Programs for increased production have not 
yet been completed to meet the Alaskan coal expansion goal; a continuing 
effort w411 be required to stimulate production in this area+ 

Electric power generating capability of class I utilities~ which 
amounted to 63 million kilowatts at the time of Korea, stood at more 
than 81 million kilowatts at the end of 1952. Largely dne to materials 
shortages, however~ the present capability is somewhat below that pre~ 
vieusly planned for this year; thus certain areas of the Nation suffered 
critical power shortages in 1951 and 1952. It is expected that the 
general easing of the materials situation, and expansion of power equip- 
ment manufacturing capacity~ will permit substantial increases in comple- 
tion of power facilities and enable us to meet our goal of 116 million 
kilowatts capability around 1955. P~esently signs indicate that a 
capability of more than 123 m~11ion kilowatts may possibly be reached 

In the light of the generally favorable outlook in this area~ I 
have recently ordered the abolition of the DEPA, as I have already 
indicated, on I July 1953. Of course, certain residual functions will 
contimxe %0 be performed within the Departmento 

As of the end of April, the DMEA had received 1,825 applications for 
assistance. Of these 482 have been approved, I~087 have been withdrawn 
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or denied, and 256 are still pemding. Exploration work done under certain 
of these contracts which have been executed has resulted in significant 
discoveries of a muter of strategic minerals, inel~dlng uraniump ~ngs~en, 
bery~ mica, rutile, manganese, and monazitee The loans of the ~4EA will 
henceforth be confined to exploration projects for m4~erals in most 
crlti~!~y short suPPlY. 

Since the re  have been no genera l  food shor tages  dnr ing the  p a r t i a l  
mob i l i za t ion  e f f o r t ,  the  problems o f  the  DFA have been l a r g e l y  those of  
m~,taining a healthy industry and faoili~tating normal prodnc~ionL 
These problems have been solved by that agencyls small staff through 
the exercise of claimant agency functions in  obtaining, for the 
mercial fishing indast~y, the neeessarF material ~llo~men'~s and priorities 
to assure required production and processing materials and equil~ent and 
through advisory services to other defense agenciese 

The acco~ l i shmen t8  of  Xn te r io r l s  defense  ad-~_,~etrat ions,  and ~he 
i n d u s t r i e s  %o which the~ r e l a t e ,  do no t  s tand alone i h . t h e  e f f ~  to  
develop the Nation Vs industrial po~entiale General~7 the Nation can now 
support a high level of defense production superimposed on an expanding 
and unrestricted civilian econouw. 

in  the  m s t e r i a ~  area g e n e r a l ~  suppl ies  have i nc r ea sed  to  the  
po in t  where i t  has been poss ib le  t o  abandon the  Cont ro l l ed  Mater ia ls  Plane 
Only a few highlT critical materials remain under govermmnt allocations 
Progress within this area has to a large extent made possible the recent 
substantial abandomaent of economic controls and paved the way for our 
return to a free eeonomwe 

Now~ with what I have said so far as background, what can be said 
to  be our cur ren t  and fu tu r e  problems and plans?  These problems and p lans  
r e l a t e  to  those  a c t i v i t i e s  which we consider  e s s e n t i a l  fo r  continuance i n  
support of the current partial mobilization, as well as those which are 
conearned with ~ mobilization read~ness. 

With respect to the first of these types of problems and plans, we 
have the problem of providing government f~uaneial incentives to the extent 
necessary to secure essential further resource developnent under partial 
mobilization conditions. Authority for granting these financial incen- 
tives is expected to be available in the coming fiscal year. We plan, 
however, to keep our policies and operations in this regard under close 
and continuous review,  making c e r t a i n  t h a t  only  c l e a r l y  e s s e n t i a l  d e v e l -  
opments are  aidede 

We also have reuaining problems associated with operating the few 
material allocation controls that are still in existence and with expe- 
diting cons t ruc t ion  o f  p r o j e c t s ,  and the equipment needed fo r  t h e i r  u t i l -  
i z a t i o n ,  especially in connection with electric power, aviation gaso~Lne, 
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coke, and Alaskan coal facilities. But this activity also will be held 
to a minimum consistent with defense urgency of completion. 

As a matter of fact when we build a hydroelectric plant, it takes 
five years from the time the appropriation is made and the first dollar 
is issued to the time when it is ready to go into operation; the laws 
of nature will not allow you to do it any faster. For instance, for Jone 
of the dams out in my country it took two and a half years Just to pour 
the concrete, working twenty-four hours around the clock. So we estimate 
that it will ordinarily take two and a half years for that. Thereforej 
at the same time we have to start building the generators that will go 
into the dam. It takes five years to build themo Regardless of how ~ch 
money you have, you cantt do it any faster. You can't go out and order 
these generators, because they are all custom made. You cantt b~y them 
like you can ~ automobiles. So you have a long lead time there in pro- 
dncing hydro. And the same thing is true of types other than hydro, such 
as steam. Therefore, instead of worrying about expanding this industry 
too fast, we are always faced with a potential power shortage. 

Reliance will be placed, much more than in the past two years, upon 
private enterprise to take care of its own " problems without gove~uent 
financial assistance, expediting help, regulation, and control. Free 
enterprise competition will be the great spur to advance. 

That has been possible because we are quite caught up on ma~y pro- 
grams. For instance, when Korea happened all of a sudden in June 1950, 
it was necessary to put up some money to allow some people to build 
plants to develop metals. At the present time the situation has eased 
up and we don't have to do so ~uch of that. 

The inch-reduced level of government participation in industrial 
affairs that appears possible and desirable under current conditions ~re- 
sents the Government with important organizational problems. Should the 
special defense organizations which have been i~nctioning since soon 
after the invasion of Korea, ~nd which would be needed again if 
mobilization were forced upon us, be liquidated and any remaining functions 
absorbed by regular departmental agencies? Or should they be malntained, 
even though large~ on paper, with legal authority, mobilization plans, 
and procedures intact and with full mobilization billets assigned in them 
to key industry people? These and other organizational problems will 
continue to face use 

But our most Z~ndamental problem now, and in the months and years 
ahead, relates to our ~ mobilization industrial readiness functions 
in each of our resource areas. These involve not only priorities, allo- 
cations, conservation order planning, plant security planning~ post- 
attack rehabilitation plann~ngp in relation to civil defense plans~ but 
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also industrial mobilization base planning, on a co~grehensive and 

systematic basiso 

As the Director of Defense Mobilization mentioned to you, all agen- 
cies concerned, with the defense program are now engaged in just such a 
full mobilization study under the leadership of the OD~e This is the 
first time, I am told, that this type of study has ever been attemptede 
As a result it may not accomplish in full, on the first try, what we hope 
from it. Nevertheless, it is the type of careful and intelligent staff 
work which military men understand and ~ appreciate in strictly mili- 
tary affair~® It is no~ beir~ applied to our whole econom~ on the basis 
of certain assumptions as to all-out war conditionse 

From where we stand in the scheme of defense organization, the 
greatest possible usefulness of this study will be in indicating gaps 
in our present industrial capacity in terms of requirements for such 
capacity under full wartime..conditions. Some expansion of capacity will 
no doubt continue to be possible during all-out war, particularly in the 
first year. The discovering of gaps, therefore, does not automatically 
lead to the conclusion that we should take steps now to provide the full 
capacity that would be required und.~r all-~_t war. conditons. But if we 
should leave too much to be done after an all-ou~ war is upon us, the 
time when we might achieve ~ required pro@action of military end 
items would be lengthenedo Thus the time when we might mount a xtli~y 
offensive would also be lengthenedo This we should obviously try to 
avoid. But this full mobilization readiness activity is no simple task, 
either in the study of the problem, or in the decisions as to when and 
how the results of the study should be executede 

As to the study, one might think offhand that analysiszof required 
electric power capacity would be quite simple. The use of electric power 
is so pervasive in our eccaomy, and interconnection of power-generating 
facilities is so widespread, that one might think that this industry, 
which generally has enough capacity to s~pport maximum prodnction levels 
under current partial mobilization levels, shouldlhave enough capacity to 
support an all-out war economye But amy study~ of the problem ~m~st ~n~-wer 
these questions: Is the patternof production during full mobilization 
more intensive in its use of power than the pattern under partial mobiliza- 
tion? Do tanks and Other mluitions, for example, use more power in their 
production than the automobiles and other durable goods which they would 
displace on our production lines? Is the regional pattern of power require- 
ments the same under conditions of full mobilization as under partial 
mobilization? ~n other words, has the effort to decentralize war plants 
(which would be much more highly utilized under all-out war conditions 
than at present) created a need for abnormal reserves in particular areas? 

You may say, why not ration civilian use of power in wartime to 
overcome any supP~7-requirements problems, and hence avoid amy need for 
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expansion of power-producing facilities? In the first place, experience 
here and abroad has shown that raticming of power is difficult indeed. 
It is much more difficult to underte~e than, sayp ratio~n~ng of materialss 
food~ gasoline, and so ono To secure your electricity you need only 
turn the switch and who but your consciences is there to stop you? In 
ar~ case~ industrisl consumption of power is the big us% and the biggest 
industrial users of electric energy in wart.ime are just those industries 
which are most essential to keep in full operation. The use of materials 
controlsj howevers as a mean8 of cutting down civilian production levels 
and enabling increases in mi~tary production levels, is in effect an 
electric power rationing scheme among industrial uses. 

Before our power experts can formulate a program for addition~l 
power capacity, if any, required under all-out war conditions which will 
fit into the over-~ll full mobilization readiness study s they must 
answer the questions I have indicated and moreo But our petroleum experts 
are faced with an even more coz~lex problemo Petroleum supply and require- 
ments mast be viewed as a problem covering the whole non-Commn~ist world, 
Our position of leadership which we hold in this industry and the earth- 
circling logistical problems involved in petroleum supply requires this 
point of view. Our problem in petroleum is not just co~ed to our own 
territoryj as in the case of electric powere 

I cannot go into all the questions that must be answered before our 
indnstry experts in the PAD can complete the petroleum part of the full 
mobilization study. I will just indicate a few. 

First, a s regards supply, what crude producing areas of ~he world 
will be available to us during all-our war? This is a question that 
m~st be directed to military authorities, but our petroleum people must 
have some indication of the answer if they are to do their jobe Like- 
wise~ questions relating to probable tanker sinking rates on various 
ocean routes, is a military question, as are other quest, ions that involve 
enemy offensive capabilitiese 

Nonmilitary questions on the supply side involve estimates covering 
several years in advance of crude oil producibility in existing fields 
around the world under wartime conditions, as well as estimates of new 
well-drilling possibilities. Estimates of refinery capacity are required 
in terms of the product mix best suited to wartime needs. Estimates are 
required on the effect of changing our utilization of domestic petrol- 
eum and natural gas pipelines so as to minimize coastwise tanker usage. 
Also, the effect on coal requirements in relation to its probable supply 
must be studied if natural gas and fuel oil supply to our homes and fac- 
tories must be curtailed. 

On the requirements side of the picture the questions include-. What 
is the required schedule of deliveries around the world of ~13 types of 
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petroleum products to our military forces, as well as to those of our 
allies? What is the level to which civilian consumption can be cut 
effectively, not only in the United States but in other countries, with- 
out interfering seriously with essential transportation or causing other 
difficult problems? 

Only after these and m~ other detailed questions have been answered 
can our PAD contribute its estimate to the over-all full mobilization 
s~ of what size oil well drilling program, what refining capacity 
exp~sion, natural gas and petroleum pipeline expansion, and tanker _ 
replacement program will be required to be accomplished before~ or will 
need to be accomplished during, all-out ware 

When all this material, along with that pertaining to other areas 
in the defense program, is put together~ some very tough problems will 
probably be indicated. These problems may require high-level decisions 
to take positive action which will have very real and i~ortant conse- 
quences to industry and to the national economy generally. The I basic 
problem will be this: How ranch stand-by capacity, in what industries, 
should the Government encourage indnstry to build now, and thus enable 
maxin_~_m direct munitions production sooner than otherwise would be the 
case in an all-out war, which may, and we hope wi~, never come? 

I am sure you gentlemen can see readily the great problem of balanc- 
ing ma~y considerations and interests in reaching such decisions. Obvious- 
~7, the urgency of creating stand-by capacity increases or decreases as 
the probability of all-out war increases or decreases. .Creation Of facil- 
ities which have little or no immediate private use cannot be accomplished 
without government financial aid. In some cases, government ownership, 
as in World War II, might be required to secure it. Government budget 
considerations, therefore, enter in. Also, our basic philosophy of free 
enterprise, as the normal pattern of our industrial life, might have to 
be compromised. Even if the Government, in one way or the other, would 
"pick up the check," strong industry opposition might develop for fear 

~ s overcapacity, from a nonwar point of view, might be the cause of 
ket dislocationse 

We do not know yet what concrete steps, if any, will be required 
to 5~If~II our general policy of adequate full mobilization readiness 
prior to completion of our studies. But in deciding upon such steps this 
Administrationj as has already been publicly indicated, will be gaided 
by certain specific policiese 

First, our over-all objective is to develop a mobilization pl~n that 
lies within our material and fisc~l resources and yet generates the max- 
imam striking power that those resources can support with due considera- 
tion of the needs and contributions of our -~liese 
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Second, the result we are trying to achieve is not an economy 
geared meticulously to the requirements of war pro@action, which would be 
far too expensive. But, we are trying to achieve the development of a 
program which will provide us an industrial position, or plans for it~ 
from which we could move rapidly to maxiHu~ rates of balanced output of 
war and war-supporting goodse 

Third, adequate mobilization readiness for us is not a build-up to 
a mximam attainable strength by some theoretically set date; but is a 
matter, as the President has said, "of adequate protection to be pro- 
jected as far into the future as the actions and apparent purposes of 
others may compel use" 

Fourth, in those highly selected cases where we should e~pand 
capacity, that expamsion will presumably be concentrated on providing 
long-lead-time, difficult-to-produce, and critical types of toolsj 
equipment~ instruments, materials, energy; and technical~ trained 
manpoware 

Fifth, we ~st, as the President has said, "keep our people free 
and our econom~ solvent. We mast not endanger the very things we seek 
to defende -We mast mot create a nation mighty in arms that is lacking 
in liberty and bankrupt in resourcese Our armed strength mast contimme 
to rise from the vigor of a free people and a prosperous econom~e" 

Gentlemen, it has often bsen s~id--~nd ! thoroughly agree with it-- 
that the future of this country depends more on the character of our 
people and their willingness to defend their liberty than it does upon 
amything else in this worlde 

COLONEL KLEFF: Secretary McKay is ready for your questionse 

QUESTION: Mre Secretary, from time to time during thepast year 
reports have appeared in the newspapers to the effect that certain British 
firms have submitted the low bids on certain equipment to be used in 
hydroelectric developments in the Midwest or in the West. I don~t know 
what the final answer is to this, but it seems to me that we will net 
get the contractsj from what I have read in the newspaperso I am wonder- 
Lug why. Do you know the answer? 

SECRETARY McEAY." Back in 1933 Congress put an act on the books 
called "~y Americane" It is not there now. Under that BUy American 
plan we were supposed to take American goods rather than foreign-made 
goods. But in the regulations which were made pursuant to the act~ it 
was provided that if the foreign-made goods ware 25 percent cheaper than 
~ars, then you could buy them; otherwise not. That was not the I~; that 
was the regulations of those departments--the Department of the Interior 
and otherse 
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So when these generating units were figured out, they were a little 
cheaper than the American. However, when Charlie Wilson got right down 
and analyzed the bidsj he found that there was a smaller percentage of 
copper and some other things 9 some substitutions, 

But %he basic reason is this: If we are going to change our 
philosophy to trade, not aid s then Congress will have to change the law. 

QUESTION: Mr. Secretary, will you comment on the probable form of 
contractual arrangement that w~!l be used for nuclear power when it 
becomes available for commercial use? 

SECRETARY McKAY: I havenmt the faintest idea. That is not the 
Departmen~ of the Interior. I will Just give you my own viewp personally. 
It doesn,t amount to an~hing--Just my own idea, 

l believe that private enterprise will probably be given a license 
in some way by the Government. The Government owns this property; so 
it cantt give it away. But it is usually a laboratory affair, They go 
so far and then they have to turn it over to industry to develop _*arthere 
I presume we can work out a deal whereby industry could be licensed in 
case the Government wants to stope Maybe that is just a foolish idea. 

Q~TIO~ It is often pointed out that the United States uses a 
far greater amount of petroleum than its share of the petroleum reserves 
underground~ and ~hat this situation presents a danger in the long run 
if war should come, Will you discuss the present reserves or potential 
reserves~ the United States petroleum stocks~ and .the possible use of 
petroleum from other parts of the world? 

SECRETAH~ McKAY: Z am not an expert. Yore know~ I Just came to 
Washington on 4 January 1953, I didn't get sworn in until the twenty- 
first, I have put in 22 years selling things that use petroleum, 

I think this: You Just cantt reach down in the gro%uu~ and turn a 
spigot on the oil reserves. Somebody has to take a chance and risk som~ 
money. I Just signed a contract with Tidal Enterprises on a million 
acres in Alaska. Some of my Republican friends say I have been led down 
a blind alley. I don't think so. 

The fact is, these little companies get together and file claims. 
They are going to spend millions of their own money. I certainly wouldn,t 
want to take that kind of g~=ble without some kind of checks on paper. 
So we can get Tidal Enterprises to go out and explore, because the Goverm- 
ment ca~tt-do it. 

The same thing is done with the submerged land, I believe that 
most of this o i l  lies outside the country limits, so that the question 
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of state rights doesn't come in. I think most of it is just target 
exploration because they are uncertain of who is going to own the wells. 

Another thing--some people say that because of these imports, 
exploration in this country has been retarded. There is a very delicate 
b~!ance there, which you ~mst handle carefullyo We must have this residual 
oil from Venezuela, this crude oilj and so on. But you run into all kinds 
of complications. The oil people are trying to limit the amount of oil 
imported to I0 percent or 5 percent or something like that. Anyway, I am 
opposed to it personally. But~ you see, we must develop imports abroadp 
because we have no way to get along without theme In time of war we are 
Just out ~f luck without some imports. 

So I don't like to see regulations put on industry. I think such 
limitations are wrong. On the other hand~ the companies themselves can't 
get together and cut down~ probably because of the Sherman Antitrust Act. 
So you have to be carefulo If you shut off the Venezuelan oil~ you may 
not be able to get it when you need it~ 

Our trade is a two-way street. So you have to look a little differ- 
ent!y at the picture from what we did a few years ago~ from what we did 
when we had the Buy American Act. Somewhere between free trade and high 
tariffs will be found the answer. Nobody knows what it is. 

There shouldn,t be regulations on petroleum, because these fellows 
go out and spend millions for explorationp particularly if they are in 
a high-income-tax bracket. Sometimes they can get recoupment. Sometimes 
they have difficulty. But companies other than the oil companies have 
gone out and made a little money. I heard about one in the Middle West 
that hit a gusher s and now they are having tax problems. 

We have to take a little gamble on it. I don't think a~body has 
the exact answero 

QUESTION: It is my understanding that you recently made a decision 
to permit the Idaho Power Compamy to build three dams on the Snake River 
instead of a publicly financed dam as proposed by the Bureau of Reclama- 
tiono Would you be willing to discuss the basis for that decision? 

SECRETARY McKAY- I would be delighted~ That is a high~ contr@- 
versial issue. 

I have seen that si%ee I have been up the Snake River through 
Hell's Cslyono Very few people have made that ~Ipo Although it is a 
navigable stream, it is a very difficult stream to navigate south of 
Lewistene l had no intimation then that I was going to be a member of 
the Cabin, to I was a happy automobile salesmano 
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Fr~ 20 to 50 miles south of Lewiston it is a most spectacular 
river. Some people say it is deeper than the Grand Canyon. I flew over 
it in a plane. The river and canyon in some places were no wider than 
this room, and in other places 1,000 feet wide. This plane came down 
the canyon like that (indicating) and then circled arounde When it got 
here, I said to the pilot--as a matter of fact, I was scared--I said, 
"How is the plane?" He said, "This is a 27 Travelaire." I said, "General, 
I am a sucker. No Republican Governor of Oregon has ever lived through 
his second term. I am really taking a chance flying through this crack." 

Well, anyway, t o  get back to your question: First of all, I do not 
authorize the building of the dams. That is the Federal Power Commissionls 
prerogative. You see, heretofore the Department of the Interior has 
appeared against these proJ~ctse The Federal Power Commission is the only 
one that has the authority to say yes or no to an application. So all I 
did was to step aside as objector and allow members of the Federal Power 
Commission to make up their minds and pass upon whether the dam should be 
built by the Government or the power company. At all times all the 
facilities of the Department of the Interior are available to them, 
naturally. 

Of course, this has been cited as a symbol of the battle between 
public uwnership and private ownership. It should not be. It should be 
decided upon the facts in the case. One commentator said, "McKay has 
Just given away the last power site that Idaho hade" That fellow Just 
doesn't know what he is talking abouto 

If he had been down in Hellts Canyon, he would realize that. Here 
is Hell's Canyon (indicating). This is Coeur d'Alene Lake, 93 miles 
nor,he Here is the Ox Bow site, about the middle of the lake. There are 
three ~.m,~ going i n .  

The Hellts Canyon government dam will cost 360 million dollars for 
the dam, and then 150 million dollars for the power. Then there will be 
some additional facilities. All in all, it will cost about 800 million 
dollars at this site at ~ the dam. 

And then, in order to get all the power potential of this dam--it 
doesnt, all come from Hell,s Canyon proper. Some of it comes from the 
stored water, which is beneficial to the dams down the river, as you can 
readily see. That isn,t the ~ storage dam on the river. This dam 
here is equally as good, but not quite so large. This here is the best 
dam on the river, bat you cant, build it because of the fishery propo- 
sition at the moment. When they develop their fishery facilities, that 
dam can be built. Then on down the river there will be more damse So 
it is not the last dam that there is on the rivere 
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Now 9 the Idaho Power's proposal is one million eight, its new 
proposal, storage down the river; and also flood control. The project 
is not just for power generation. It is almost four to one storage 
capacity. If it were the last dam on the river, I would be opposed to 
it; but it is not the last one. I don't believe I will live to see the 
full development of the river. Only 40 percent of the potential hydro- 
electric on the Columbia River has been developed now. So I have not 
given away the last dam. 

There isn't enough money in the Treasury--the taxpayers and the 
rest of the money--to do the entire job, particularly the hydroelectric 
Job, in America. We desperately need the assistance of private enterprise 
and municipalities and other public agencies. It should be a cooperative 
job on the part of everybody to do this power Jobe We need a combination 
of private enterprise and the Federal Government and the ~-4cipalitiese 
The Federal Government should not be in a position to dictate how people 
should live or what should be donee We should secure cooperation~ That 
is the President I s program--cooperation between private enterprise and 
the Governmento 

You can argue until doomsday about the merits of Hell's Canyon and 
other dams, and some people wonlt listen~ because they have made up their 
minds in advance. They have not decided on the factsJ they have Just 
decided on emotion~ I don't waste time arguing with such peoplee 

There are two things that are really pernicious. One i~ the state- 
ment that I have destroyed the opportunities for the farmers to get cheap 
fertilizer in eastern Idaho; that is not soe It is 400 miles from Hell's 
Canyon to eastern Idaho. That is a terrific distance to build a linee 

There is a dam, the Hungry Horse Dam at Kalispell, which is only 
200 miles away. I say, "~y donlt you take that line down those 200 miles?" 
It is no use. But I have Just taken a little survey and I know the answerse 

The other thing is this talk about irrigationo There isn,t one drop 
of water in Hell, s Canyon that goes to irrigate one piece of soil~ not one 
bit of it. They a~ subsidizing Mountain Homes District with the profits 
from the construction of the powere 

COIDNEL CAVEs Mr. Secretar~ in your remarks you touched on the 
need for the Government to advance money for stand-by capacity end that 
kind of thing because we can look forward to a pertroleum deficit in the 
-vent of an all-out war and the apparent practicability of meeting it with 
some of the synthe+!c productse ~ould you comment upon the policy in 
supporting this synthetic research and the activities from the stmn~oint 
of capacity? It seems to me that I have read 9 seen, or heard that 
program has been cut backe 
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SECRETARY McKAYs Yes. On the Louisiana, Missourij project, which 
is a synthetic fuel project for the making of gasoline out of coal, the 
Government has put in, I think it is, around 60 million dollars. Work 
has gone just as far as it can in this laboratory process. It can be 
donep but the cost is excessive. You can produce petroleum from shale 
~ch cheaper. Shale is down now to within two or three cents of the 
price of na~ral petroleum. 

This experiments ~n order for it to do anybod~ a~y good from here 
on out, has to be done by industry. That is what the geologists and the 
pl~nners in the department tell me. I donlt know what will become of 
this experimental equipment. I suppose the equipment will be turned 
back to the Ar~y, the ~ will turn it over to surplus property, rand 
it will be disposed of. Private enterprise will probably have to carry 
any further experiments on from here. 

I have recommended to Congress that this experiment be closed out, 
because it has served its purpose. From now on somebody will have to 
build a pilot plant. How ~mch of it will be synthetic and how torch shale 
I don't know. Everybody wants shale petroleum. 

QUESTIONs Mr. Secretary, the recent plan for more and more utili- 
zation of petroleum on the railroads~ in Diesels and so forth, has, I 
think, decreased the demand for coal. What is that general situation 
now? 

SECRETAK~ McKAY: The worst competitor of coal is natural gas. If 
you look at the actual records you will see that natural gas has hurt the 
coal business more than anything else. The next come things like Dieselse 
Then comes the change in Industrial home heating, the changing over of 
a great many of the modern burners to fuel oil instead of coal. 

You remember how people used to sa~ that the automobile would put 
the stable out of business, l still have a horse. I would rather ride 
a horse than an automobile. I sell automobiles, but I have a horse to 
ride. T make my living out of automobiles. 

In this industrial change through which we a r e  going, somebody is 
going to be unfortunate. The coal people holler so m~ch about petroleum. 
It is gas that hurts them most. Gas lines have been built as far as 
Massachusetts. They a r e  putting gas burners all through the Northwest. 
But it is getting almost prohibitive. Nobody puts in gas burners in 
houses ar~ more~ because they can stop at crude oil and save that terrific 
expense of making the gas out of the cr~tde oil. But when you are putting 
burners in farmhouses~ natural gas is the cheapest of .11 l~lels at the 
present time. 
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2004. 
COLONEL BARTLETT: Mr. Secretary, in approving applications for 

financial assistance, is consideration given to war plant dispersal? 

SECRETAR~ McKAYI That comes under ODM. The thing we are trying 
to do, the policy of ODM--I sit in on it as one ~mber--is to try to 
getaway from the speculative character. You see when you are getting 
shot at, there is nothing you wonlt doe When we were first getting shot 
at in Korea, we did a lot of things because we thought we had a war** 
At least we thought so when it started. Now that we have csnght up on 
some of this s~Lff, we are getting a little more critical in Iook~ at 
it. 

Far instance, in the aluw~tuum business we have three big co,~es-- 
Alcoa, Remington, and Kaiser. The attitude of ODM at present tim is 
that when an emergency comes, to go out and give the contract te them and- 
leave it to them. Somebody s~ys, "You can trust one o f  them to do ire" 

The Governmentls financial policy is to buy the products of these 
plants and psy the market prices for then. If a company goes out and 
builds a pq-nt, the Government wonSt guarantee the price of 
We w~ guarantee companies that we will take the prodnct at the mrke% 
price. So industry doesn't come in and ask for a guaranteed price. We 
assure them that they will get enough material. We let them ~ay enougho 
Then they get fast depreciation on our books .  They can write it off in 
5 years instead of 15 or 20. 

So we are going to pull in a little bit on that, but not quite the 
ssy some people imagine. In time of war I am a firm believer in nobody 
making a profit out of war. In ~ business, anything I have they can 
take. They take my life, so why shouldntt they take my property in 
defense of %his count~ 

The thing we are afraid of now is this: We have allowed some people 
%o ~-ke a little too ~ch money without any investmente The Government 
puts up the money and they get a pretty good profit. That doesntt answer 
the question, but it is the best I can do. 

QUESTION: Would you discuss the St. Lswrence Seawsy? 

SECR~TAR~ McKAYs k~e are out for it. I will tell you, there is a 
lot of misinformation put out about that. But the main thing is this: 
Canada is going to build it, whether we do or note I think we ought 
to get in and build it, because it will enable us to bring in a new 
supp3~ of iron oreo The Messabi Range is reaching the point where it is 
going to be expensive to p~e. Here are all these ore furnaces down 
around the Great Lakese The St. I~wrence Seawsy is going to make it a 
lot easier to get the ore down to these millse I think it should be done. 
In. fact the Ad~,~stration has so stated~ 
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That is going to open the door to a lot of argum~ntse People will 
say, "Yon talk about a 27-foot channel How are you going to get a 35- 
foot ~ship through a 27-foot channel?" I don't know howe But I know 
this: You will never run any 35-foot ships through t h e r e .  You are 
going tO run  barges tO hau l  the (nee 

One o ther  th ix~g-- that  ore i s  going down to  the Thousand Is lands ;  
t h a t  i s  an i n land  rou te .  On the S t .  Lawrence i n  t ime o f  war we d ~ ' t  
Eave t o  worry about submarines. If the  ore boats go down the other  way, 
by way of the coast, and unload at Boston or New York, the submarines 
j an  get t o  t h e ~  

Of course t h e r e  i s  oppos i t ion  to  t h i s  by the  ra i l roads® I ~ 
they  are making a bad mis take ,  because t ranspor~,at ion w i l l  move by the  
cheapest route. In time of war it will go down this way a~wq. I dont t  
b e l i e v e  the  r a i l r o a d s  w i l l  be h u r t ,  because they  w i l l  ge t  t h a t  a d d i t i o n a l  
b u s i n e s s .  I t b t , k  the  a d d i t i o n a l  business  and the  c a p a c i t y  f e r  S t e e l  
p roduc t ion  w i l l  i n c r e a s e  r a i l  ~ a n s p o r t a t i o n .  The whole e c o n o ~  w411 be 
better off to get that b u i l d u p .  We are not  going to put the rp41~oads 
out of businesse I don't think you will hurt them a bite 

QUESTIONI Is there any fUture possibility of getting a better 
distribution of water throughout the country, so that there w41~ no% be 
too roach water in some sections and not enough in others? 

SECRETA~ McKAY: They have some r a i n  makers out  i n  ~ couut r~ ,  
bu t  sometimes they  ge t  i n t o  t r o u b l e  because the  r a i n  f a l l s  on the  wheat.. 
and then  s h i f t s  and f a l l s  on the  f r u i t  t r e e s  and t h a t  makes those  people  
m d .  

But t h a t  ques t ion  i s  s e r i o u s ,  because a l l  over the  world ~ o d ~  a i r  
i s  ~ e r  c~e,  then  comes wa te r ,  and then  comes food,  as the  requi rements  
o f  ~ U ,  Water ~,is the most impor tant  n a t u r a l  r e source  we havee 

Where I live we have about 50 inches of rainfall a year, and yet 
water is scarcee Fifty inches my sound like a lot, but down in Texas 
the people do a lot with six inches of rainfall. Of course they would do 
quite a bit without a~e 

~ 4 3 e  down a t  the  King P~mch, during the  l a t t e r  p a r t  of  Jo~e~ I 
took a p lane and went o u t  to  see the  c a t t l e .  I f lew out  and looked over  
the  ranch .  The Texans hadn , t  had ar~ r a i n  s ince  l a s t  Septembere I don t t  
'knOw whether  they  have had an~ s ince  or n o t .  But they have s h i f t e d  f r m  
-horses there, because horses cost too much to  feed~ they  had trouble with 
them. It took 4 million dollers for feed4 Those people, however, have 
a source of income because they have plenty o f  cd3.o 
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What surprises me abou$ that country~ the wire is all smootho T 
hate barbed wire. I get out in the country where ~ grandfather used 
to farm I00 years ago~ the Government in those d~ys used to bet people 
640 acres that they couldn,t make a living. My grandparents died poor~ 
but~t~heY surely had had fun; there was no rent and no taxes nor similar 
things. They really enjoyed themselves. They never had a dollar in 

their hands9 but they~didn't need are money. But today you can't farm 
like that. You have forage crops and field crops so you can pay your 
t~xes. Everybody has to have anautomobile~ so everybody has to raise 

specialized crops, J 

N~{~ it is true that in parts of ~E home state there is no more 
rainfall than in Texas~ because everyone knows that it rains on the 
fourth of July and then doesn't rain any more until the Dirst of September. 
We have some supplemental irrigation. But in that country you can't tell 
the farmer that it is good. So water is our n~u~ber one resource, because 
without water soil is no good. 

COLONEL KLEFF- I think that is ~ a good answer to stop or~ Thank you, 
Secretary McKay. 

SEC~LEE McKAY~ I have enjoyed being here. Thank you very ~cho 

(5 June 195]--ZS0)S/rrb, 
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