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The H o n o r a b l e  Doug la s  M c K a y ,  S e c r e t a r y  of the I n t e r i o r ,  was  
b o r n  in P o r t l a n d ,  ' O r e g o n ,  on 24 J u n e  1893, and g r a d u a t e d  f r o m  O r e -  
gon State  C o l l e g e  with a d e g r e e  in a g r i c u l t u r e .  He s e r v e d  in both 
Wor ld  W a r s  I and II. F o l l o w i n g  Wor ld  War  I he b e c a m e  an a u t o m o b i l e  
s a l e s m a n  in P o r t l a n d  and in 1927 e s t a b l i s h e d  his  own b u s i n e s s  in Sa- 
l e m ,  O r e g o n .  F o r  the p a s t  25 y e a r s  he has  been  a d e a l e r  fo r  C h e v -  
r o l e t  and C a d i l l a c  in S a l e m .  With the e x c e p t i o n  of the t i m e  spen t  in 
A r m y  s e r v i c e ,  he  was  a m e m b e r  of the O r e g o n  Sta te  Sena te  f r o m  
1935-49;  M a y o r  of the c i t y  of S a l e m  f r o m  1933-34;  e l e c t e d  g o v e r n o r  
in N o v e m b e r  1948 and r e e l e c t e d  for  a f o u r - y e a r  t e r m  in N o v e m b e r  
1950. S ince  then,  .he  has  been  c h a i r m a n  of the W e s t e r n  G o v e r n o r s '  
C o n f e r e n c e  and s e r v e d  as a m e m b e r  of the E x e c u t i v e  B o a r d  of the 
N a t i o n a l  G o v e r n o r s '  C o n f e r e n c e  in 1951. S e c r e t a r y  M c K a y  is a m e m -  
b e r  of the VFW, the D i s a b l e d  A m e r i c a n  V e t e r a n s ,  the M i l i t a r y  O r d e r  
of the P u r p l e  H e a r t ,  and o t h e r  f r a t e r n a l  o r g a n i z a t i o n s .  In 1935 he 
was n a m e d  c h a i r m a n  of the W i l l a m e t t e  R i v e r  B a s i n  C o m m i s s i o n  and 
s e r v e d  unt i l  he b e c a m e  g o v e r n o r .  In J a n u a r y  1953 he was appo in ted  
by P r e s i d e n t  E i s e n h o w e r  as  S e c r e t a r y  of the I n t e r i o r .  
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THE ROLE OF THE DEPARTMENT OF THE INTERIOR IN 
ECONOMIC MOBILIZATION 

8 April 1955 

ADMIRAL HAGUE: Our distinguished speaker this morning, the 
Honorable Douglas McKay, Secretary of the Interior, needs no intro- 
duction. However, for this particular audience I think it is probably 
worth while to underscore the fact that the Secretary served in the Army 
in both World Wars I and If; he is a member of the Veterans of Foreign 
Wars, the Disabled American Veterans, and the Order of the Purple 
Heart. 

Mr. Secretary, it is a great honor and pleasure to present you 
to the two colleges. 

SECRETARY McKAY: Mr. Chairman, ladies, and gentlemen: 
It is a pleasure to be here. This is a lecture on an important sub- 
ject, but it is a little dry. But this is one of the "must" lectures; so, 
with your indulgence, I will proceed. 

It seems that the subject which I am to discuss with you today, 
"The Role of the Department of the Interior in Economic Mobilization, " 
is a hardy perennial. It has blossomed here each spring for three 
years, including this one, as successive groups of students in your 
colleges have studied it. I am pleased with the attention it has receive@, 
and I am honored to be here again. 

I should say at the outset that the range of defense mobilization 
functions assigned to the Department of the Interior has changed very 
little in the two years since I first spoke here. The setting of world 
conditions and the degree of progress toward achievement of mobili- 
zation base goals are different. Accordingly, certain functions have 
been stressed more, and others less, than in Lhe past. 

Generally, the shift in emphasis in all delegate agencies of the 
Office of Defense Mobilization (ODM) has been toward the planning of 
readiness measures and the selective treatment of gaps in the mobi- 
lization base. There has been a decided shift away from the no- 
longer-needed operation of controls on a broad scale, although the 
Defense Materials System (DMS)--quite properly--is maintained as 
a materials-control device in low gear. These changes in conditions 
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and emphasis are reflected in Interior's work on defense mobilization 
assignments. One new, rather large assignment with respect to 
minerals mobilization has come to us during the last year. I will tell 
you about that later in my talk. 

Again this year, as I did last year, I point out that for more than 
a century the work of the Department of the Interior has been con- 
cerned with the conservation and development of this Nation's basic 
resources of land, water, minerals, and forests. It is mainly from 
these resources that the American people have drawn, and will con- 
tinue to draw, their strength in time of peace or war. 

Inherent in the world situation as it exists is the possibility that 
the United States, despite its striving for peace, may become involved 
in armed conflict. The scale of such a conflict might be either limited 
or extensive. The hostilities might not involve an enemy attack upon 
the United States, but in the atomic age such an attack is possible. I 
am advised that the assumptions furnished in the study assigned to your 
group include these alternative situations. 

The various possibilities of armed conflict in the future and the 
need for preparedness in defense-supporting industries form the back- 
ground for the defense mobilization activities of the Department of the 
Interior. The assigned functions which I shall discuss this morning 
are in addition to certain defense-related activities of our regular 
bureaus which I described last year and which I shall not cover again 
today. 

Interior has been delegated responsibilities under the Defense 
Production Act of 1950, as amended, and other acts and Executive 
orders. These responsibilities are outlined in Defense Mobilization 
Order I- 13--Assignment of Defense Mobilization Responsibilities to 
the United States Department of the Interior. I shall not attempt to 
trace for you the chain through which we are charged with each of 
these responsibilities. 

The defense mobilization order issued by the Director of the 
ODM states: "The Secretary of the Interior will be responsible for 
the development of preparedness measures relating to the industries 
assigned to him. These industries include (i) solid fuels; (2) 
petroleum and gas, including pipelines; (3) electric power; (4) metals 
and minerals for assigned aspects of production and processing, . 
and for the encouragement of exploration, development and mining; 
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and (5) f i s h e r i e s '  c o m m o d i t i e s  or  p r o d u c t s  as a s s i g n e d  by the S e c r e -  
t a ry  of A g r i c u l t u r e .  " 

The order then enumerates 12 specific areas of responsibility, 
with certain exceptions, in each of the foregoing fields. 

I should like now to discuss each of these points and relate them 

to the fields of our responsibility, pointing out our problems, our ac- 

complishments, and what still remains to be accomplished. 

Before beginning this discussion, a brief outline of the mobili- 

zation organization of the Department may be helpful. During the 
Korean situation, defense administrations were established under In- 

terior to carry out the mobilization responsibilities for our industrial 

areas. All of these have been abolished with the exception of the De- 
fense M i n e r a l s  E x p l o r a t i o n  A d m i n i s t r a t i o n  (DMEA). 

In the area of petroleum and gas, we have now our Office of Oil 

and Gas under the Assistant Secretary for Mineral Resources. 

Recently the Department was delegated new responsibilities in 
the minerals raw materials field. We have established an Office of 

Minerals Mobilization to carry out these new responsibilities. This 
office, which will also take over the solid fuels area, operates under 

the general supervision of the Assistant Secretary for Mineral Re- 

sources, as does the DMEA. 

The electric power mobilization functions are under the general 
supervision of the Assistant Secretary for Water and Power Develop- 
ment. 

The fisheries responsibilities are a part of the Fish and Wildlife 

Service under the Assistant Secretary for Public Land Management. 

Thus we have small staff units carrying on our mobilization 

planning functions. Nearly every one of these areas has a planning 

or operational job in connection with each of the specific functions 
outlined in the Defense Mobilization Order to us. 

ment: 
The list of 12 functions in the order is prefaced by the state- 
"The Secretary of the Interior shall. ." 



The first function set forth is: 

"(i) Exercise as required, the priorities and allocations 
authority assigned to him by and pursuant to Executive Order 
10480; (2) when designated, serve as allotting agency under 
the Defense Materials System; and (3) advise with respect to 
orders, regulations and directives as they may affect industries 
assigned to him. " 

Under this charge, when and if these powers were made operative 
by the President with respect to petroleum and petroleum products, 
gas, solid fuels, and electric power, I would have the responsibility 
to allocate them. The group of minerals mobilization functions assigned 
to Interior by ODM does not include the priorities and allocation power. 
Such powers with respect to all metals and minerals are vested in the 
Secretary of Comme~'ce. It is very reasonable that they should be, be- 
cause we supervise the exploration and the production at the mines and 
smelters; but, when materials come up the line to be fabricated into 
products, then it becomes the job of the Department of Commerce. In 
the field of fishery products, the authority to allocate remains in Agri- 

culture. 

We presently are allotting materials under the DMS for the con- 
struction of a group of plants to supply electric power to Atomic Energy 
Commission (AEC) installations. Whether we will be an allotting agency 
under DMS in the other fields in time of an emergency remains to be 

seen. 

Under this responsibility we must also advise the Business and 
Defense Services Administration (BDSA) in the Department of Com- 
merce as to the effect that the present materials allocation system 
has on the areas of our responsibility. If~ for extreme example, BDSA 
should allocate all the aluminum wire and cable to present Department 
of Defense (DOD) and AEC programs, we would have to advise them as 
to the effect on the electric pQwer expansion program, which, except 
for the AEC-related portion, presently receives no help. 

The second function is: 

"Develop, assemble and evaluate data as to the productive 
capacity and supplies" of products, including both domestic and 
foreign sources, of the assigned industries under partial and 

full mobilization conditions. " 



This is one of the most important functions which we have to 
perform in the mobilization readiness program. 

In the  f i e l d  of p e t r o l e u m  and  gas ,  we h a v e  b e e n  c a l l e d  u p o n  by  
the  N a t i o n a l  S e c u r i t y  C o u n c i l ,  the  ODM and  the  DOD to m a k e  s e v e r a l  
h i g h l y  c l a s s i f i e d  s t u d i e s  on the  a b i l i t y  of the  i n d u s t r y  to m e e t  the  r e -  
q u i r e m e n t s  of an  a l l - o u t  m o b i l i z a t i o n .  

Such studies can be meaningful only if they are sound and prac- 
tical. The only way to be sure that these studies and conclusions are 
sound and practical is to have active participation of qualified men in 
the industry in making them. In this we have had the wholehearted 
support of the petroleum and gas industries, operating through four 
industry groups appointed by Government and dealing with specific 
phases of the questions. 

These groups are: 

I. The National Petroleum Council, which, with its numerous 
committees and subcommittees, deals with broad petroleum and gas 
problems affecting the national economy and security. I might add 
that the petroleum industries have been very generous with their top- 
flight men. It is amazing to go to one of these meetings and see all 
the top officials of big-time oil companies sitting there. As long as 
they cooperate in that way, they are of great value to the Government. 

2. The Military Petroleum Advisory Board which is made up 
of technical men drawn from the petroleum and gas industries. This 
group, with its panels, committees, and subcommittees, works on 
petroleum and gas problems which would be involved in time of war. 
This Board works jointly under the Office of Oil and Gas of the De- 
partment of the Interior and the Petroleum Logistics Division of the 
DOD. 

3. The Foreign Petroleum Supply Committee, which, with its 
subcommittees, deals with foreign petroleum matters. It supplies 
detailed information on petroleum operations for every country in the 
free world; and prepares special reports, many of which are partic- 
ularly for the DOD. The information supplied through this commit- 
tee is unobtainable from any other source. 

4. The Gas Industry Advisory Council, which provides advice 
and information on matters pertaining to natural gas which have signif- 
icance in defense mobilization. 



These industry groups provide a vast amount of information and 
advice which would be unobtainable in any other way. I cannot empha- 
size too much the cooperation we have received through these groups 
from the industry. 

Here is an area where our regular bureaus and offices play a 
part in the mobilization planning picture. The Bureau of Mines and 
the Geological Survey collect much of the basic data on refining capac- 
ity, petroleum production, and reserves, and on potential reserves. 

Similar studies have been conducted in the solid fuels area, again 
with the cooperation of all segments of the industry. 

In the power field, working closely with the Federal Power Com- 
mission (FPC), we have developed studies on the power supply poten- 
tial in time of an emergency. 

The minerals mobilization responsibility is relatively new in 
Interior. Again, however, much of the basic information that is col- 
lected by the Bureau of Mines and Geological Survey is used in studies 
of minerals supply and national reserves. 

Our Branch of Commercial Fisheries collects, as a part of its 
normal function, the information we would need on production and 
processing capacity for fish and fishery products. 

As you can see, we have a real and continuing job to do to provide 
the basic information essential to mobilization planning, particularly 
as it applies tc these materials and products. 

The third and fourth functions are: 

"Recommend establishment or modification of expansion goals 
and develop and recommend expansion programs, including advice 
regarding probable financial incentives and aids, for overcoming 
shortages of capacity or supply under partial or full mobilization 
conditions. 

"Analyze the problems involved in maintaining an adequate 
1, mobilization base and recommend necessary programs. 

I shall cover these two functions together. They are closely 
related, since the maintenance of the mobilization base is dependent 
in large part on the setting of adequate, realistic expansion goals; 
success in attaining them with the help of financial incentives when 
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necessary; and the use of financial incentives in special cases to pre- 
vent loss of existing capacity which is a vital component of the mobi- 
lization base. 

For instance, sometimes in these mines the price goes down to 
where they can't operate. So they close down, and the mines fill 
with water. It is a terrible task to rehabilitate them. On the other 
hand, in the anthracite regions up in Pennsylvania some of the mines, 
even when they are operating, take out 40 tons of water for every ton 
of coal. So you see why they are in bad shape competitively because 
of the excessive cost of mining that material. But that coal is very 
important to the mobilization base of this country, and the question 
becomes sometimes whether they should be helped in order to safe- 
guard the country's future in times of emergency. 

When mobilization needs have been established, and the available 
supply has been determined for the products or materials under our 
jurisdiction, it is our responsibility to direct ODM's attention to those 
discrepancies which exist and to recommend steps to be taken. 

The setting of an expansion goal by ODM is the principal device 
for pointing up these deficiencies and establishing the amount needed 
to close the gap. The financial incentive program is the tool used to 
encourage industry to undertake the expansion of their facilities within 
the limits of the goals established. 

I will review briefly the expansion programs within Interior's 
purview, first covering those in the field of petroleum and gas, includ- 
ing pipelines. 

No formal expansion goal was ever established for drilling of 
oil and gas wells in the United States; however, in connection with 
allocation of controlled materials a drilling goal of 50,000 to 55,000 
wells per year was determined to be necessary to maintain an adequate 
domestic crude oil productive capacity. In this drilling program, the 
effectiveness of the depletion allowance and Interior's allocation of oil 
country tubular goods could be measured by the rapid increase in the 
drilling rate; it was stepped up, year by year, from 44, 516 wells in 
1951 to 53, 930 wells in 1954. This progress has resulted in an impor- 
tant increase in crude oil productive capacity, which by 1 January 1955, 
was approaching 8.5 million barrels per day. 
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L e t  m e  j u s t  s a y  a w o r d  a b o u t  t h i s  d e p l e t i o n  a l l o w a n c e .  T h e r e  
a r e  s o m e  p e o p l e  who  s a y  t h a t  t h i s  d e p l e t i o n  a l l o w a n c e  of  2 7 . 5  p e r c e n t  
of f  t he  top  f o r  t h e  m a n  w h o  is  d r i l l i n g  f o r  o i l  i s  a c r i m e .  I c a n ' t  a g r e e  
w i t h  t h a t .  Y o u  k n o w ,  d r i l l i n g  f o r  o i l  i s  t he  g r e a t e s t  g a m b l e  in  t h e  
w o r l d .  In 10 h o l e s  y o u  m a y  g e t  o n e  p r o d u c i n g  h o l e  a n d  9 d r y  h o l e s ;  
t h a t  i s  t he  a v e r a g e .  Now,  who  i s  g o i n g  to g a m b l e  w i t h  t h o s e  o d d s  
w i t h o u t  s o m e  b l u e  c h i p s ?  It i s  t h a t  s i m p l e .  

We let them take a little depletion loss. This depletion loss 
provides for 27.5 percent off the top each year. That is what makes 
these fellows go out and gamble these millions of dollars. The Govern- 
ment hasn't the incentive to go out and drill wells. It can't drill wells. 
Private enterprise has to do that. And this is the thing that leads them 
on. I wouldn't put my money in them, although some of them get rich. 
I am too Scotch with what little money I have. 

W h e n  I c a m e  i n t o  t he  D e p a r t m e n t  o f  t h e  I n t e r i o r ,  t h e r e  w a s  a 
p i l e  o f  p a p e r s  t h a t  t h i c k  a b o u t  d r i l l i n g  in  A l a s k a .  O s c a r  C h a p m a n  
b r i e f e d  m e  o n  t h e m .  H e  s a i d ,  " I w o u l d  s i g n  t h i s  o r d e r  e x c e p t  I a m  
g o i n g  o u t  t o d a y  a n d  i t  w o u l d n ' t  l o o k  g o o d .  " So I s i g n e d  i t  t h e  n e x t  
w e e k ,  b e c a u s e  I w a s  a s s u r e d  t h a t  t h i s  h a d  t o  b e  d o n e .  I w a s  s c a r e d  
to d e a t h  t h a t  s o m e b o d y  w a s  g o i n g  to r i d e  m e  in t he  p r e s s  o r  o v e r  t he  
r a d i o ,  a s  t h e y  u s u a l l y  do .  B u t  t h e y  d i d n ' t ,  b e c a u s e  the  p e o p l e  in  t h i s  
c o u n t r y  a p p r o v e  of  t h i s  p r a c t i c e .  

Here was a bunch of old claims, old drilling leases, but all up 
to date. You couldn't transfer them. Nobody had struck oil. Some- 
body had to come along with I. 5 million or 2 million dollars and get 
them together, some 400 leases, and do some more drilling, under 
our supervision, and hope they would strike oil. 

In t h a t  c a s e  t h e  b l u e  c h i p s  w e r e  a l e a s e  on  o n e  m i l l i o n  a c r e s .  
N o w ,  w h e n  y o u  s p e a k  of  a m i l l i o n  a c r e s  a r o u n d  h e r e ,  t h a t  f r i g h t e n s  
p e o p l e ,  b u t  t h e r e  i s  t w i c e  a s  m u c h  l a n d  in  A l a s k a  a s  t h e r e  i s  in  T e x a s .  
M o s t  of  i t  i s  n o  g o o d  u n l e s s  i t  h a s  o i l  u n d e r  i t .  B u t ,  you  k n o w ,  t h e r e  
w a s n ' t  a s q u a w k  f r o m  a n y b o d y  on  t h a t  l e a s e .  I e x p e c t e d  to be  m a n -  
h a n d l e d  a n d  h o l l e r e d  a t  a b o u t  b e i n g  " G i v e  A w a y  M c K a y ,  " b u t  n o b o d y  
s a i d  a w o r d .  

A s  I s a i d  b e f o r e ,  I w o u l d n ' t  p u t  o n e  d o l l a r  o f  m y  m o n e y  in  t h a t  
t h i n g ,  b e c a u s e  I a m  a p o o r  g a m b l e r .  B u t  s o m e b o d y  h a d  to g a m b l e  2 
m i l l i o n  d o l l a r s .  



B u t  w h a t  i f  t h e y  h a d  s t r u c k  oi17 T h e n  t h e y  w o u l d  h a v e  l e a s e s  
o n  a m i l l i o n  a c r e s  o f  l a n d .  W h a t  o f  i t ?  S w e l l .  We h a v e  m a n y  m i l l i o n  
a c r e s  up  t h e r e  t h a t  b e l o n g  to t he  F e d e r a l  G o v e r n m e n t  t h a t  we  c a n  l e a s e .  

L o o k  w h a t  h a p p e n e d  d o w n  on  t h e  G u l f  of  M e x i c o  w h e n  t h e y  s t a r t e d  
t h i s  c a s e  of  t h e  t i d e l a n d s ,  s o - c a l l e d .  It  i s  n o t  t i d e l a n d ;  i t  i s  s u b m e r g e d  
l a n d .  T h e  S u p r e m e  C o u r t  s a i d  t h a t  t h e  s t a t e ' s  h i s t o r i c a l  b o u n d a r i e s  
s h o w e d  t h i s  to b e  o u r  p r o p e r t y .  T h a t  h a s  a l w a y s  b e e n  the  c a s e ,  e v e r  
s i n c e  t he  t i m e  t h a t  t he  c o u n t r y  w a s  s t a r t e d  a s  a c o l o n y .  It h a s  a l w a y s  
b e e n  o u r s - - a t  l e a s t  we a l w a y s  t h o u g h t  i t  w a s ,  a s  i t  s t a r t e d  a s  o u r  
p r o p e r t y .  

In  t h i s  l e a s e  o f  l a n d  we  h a d  5 p e r c e n t  of  t he  G u l f  o f f s h o r e  l a n d .  
T h i s  l a n d  l i e s  u n d e r  75 to 125 f e e t  of  w a t e r .  N o b o d y  e v e r  d r i l l e d  u n d e r  
w a t e r  t h a t  d e e p  b e f o r e .  T h e y  t h i n k  t h e y  c a n .  I b e l i e v e  t h e y  c a n .  

T h e y  p a i d  i n t o  t he  F e d e r a l  T r e a s u r y  on 12 O c t o b e r  1954 a b o u t  
141 m i l l i o n  d o l l a r s ,  in  a b o n u s ,  if  y o u  p l e a s e ,  j u s t  f o r  t he  p r i v i l e g e  
o f  g o i n g  d o w n  a n d  s p e n d i n g  t h a t  m o n e y .  T h e n  if  t h e y  s t r i k e  o i l ,  we  
g e t  o n e - s i x t h  o f  i t  in  t he  T r e a s u r y  i n s t e a d  of  o n e - e i g h t h ,  a s  i s  c u s -  
t o m a r y  in  w i l d c a t  d r i l l i n g .  

I j u s t  w a n t e d  to e x p l a i n  a c o u p l e  o f  t h e s e  t h i n g s ,  b e c a u s e  s o m e -  
t i m e s  p e o p l e  f o r g e t  t h a t  i t  t a k e s  a l o t  o f  c o u r a g e  to s p e n d  a m i l l i o n  
b u c k s  in  b u i l d i n g  t h e s e  p l a t f o r m s .  I h a v e  b e e n  o n  t h e s e  p l a t f o r m s  a n d  
I k n o w  t h e y  h a v e  to b u i l d  t h e m  50 o r  60 f e e t  a b o v e  t he  w a t e r ,  s o  i f  a 
h u r r i c a n e  c o m e s  a l o n g ,  i t  w i l l  n o t  s m a s h  t h e m  to p i e c e s .  T h e y  w o r k  
f o u r  s h i f t s  of  10 h o u r s  e a c h  and  t h e n  go h o m e .  It i s  s e v e n  m i l e s  o u t  
t h e r e .  J u s t  i m a g i n e  s p e n d i n g  a m i l l i o n  b u c k s  s o  y o u  c a n  s t a r t  to d r i l l ,  
a n d  t h e n  h a v i n g  to p a y  U n c l e  a b o n u s  too ,  b e f o r e  y o u  c a n  s t a r t  d o i n g  
t h i s .  A n d  t h e y  h a d  to d r i l l  o f f s e t  w e l l s  a n d  f i n i s h  t h e m  on  e a c h  p l a t -  
f o r m .  

I g o t  o f f  m y  s u b j e c t ,  b u t  I j u s t  w a n t e d  to p o i n t  o u t  s o m e  o f  t h e  
t h i n g s  in  t he  p e t r o l e u m  i n d u s t r y .  I t h i n k  i t  r e q u i r e s  m e n  of  c o u r a g e  
a n d  t h e  g a m b l i n g  i n s t i n c t  to m a k e  p o s s i b l e  t h e  p e t r o l e u m  r e s e r v e s  
t h a t  we n e e d  v i t a l l y  in  t i m e  o f  p e a c e  a n d  m u c h  m o r e  v i t a l l y  in  t i m e  
of  w a r .  

I n t e r i o r ' s  r e s p o n s i b i l i t i e s  w i t h  r e s p e c t  to p e t r o l e u m  t r a n s p o r -  
t a t i o n  a r e  l i m i t e d  to p i p e l i n e s .  H o w e v e r ,  i t  h a s  s u p p l i e d  t h e  D e f e n s e  
T r a n s p o r t  A d m i n i s t r a t i o n  ( D T A )  and  t he  M a r i t i m e  A d m i n i s t r a t i o n  
w i t h  i n f o r m a t i o n  a n d  a d v i c e  to a s s i s t  t h o s e  a g e n c i e s  in  r e c o m m e n d i n g  
e x p a n s i o n  g o a l s  f o r  t a n k  c a r s ,  b a r g e s ,  t a n k  t r u c k s ,  and  t a n k e r s .  



For pipelines, which were Interior's particular concern, an expansion 
goal was established for 26,950 miles of new lines to be constructed 
by 1 January 1956. The date for completion of this goal has been 
extended to 1 January 1957. Progress toward that goal has been quite 
satisfactory. Certificates of necessity for accelerated tax amorti- 
zation now provide for 21,000 miles of this total, with additional ex- 
pansion still under way. During the calendar year 1953 over 7, 300 
miles of crude oil and products pipelines were completed, and during 
1954 over 5, 300 miles. 

F o r  s t o r a g e  of c r u d e  oi l  and p r o d u c t s ,  an e x p a n s i o n  p r o g r a m  
was e s t a b l i s h e d  for  the c a p a c i t y  to r e a c h  1 .36  b i l l i on  b a r r e l s  by 1 
J a n u a r y  1956. The p r e s e n t  out look is that  1 .2 b i l l i on  of c a p a c i t y  
wi l l  be a v a i l a b l e  by 1 J a n u a r y  1956, f a l l i ng  about  12 p e r c e n t  s h o r t  
of the e s t a b l i s h e d  goal .  H o w e v e r ,  a d d i t i o n a l  c o n s t r u c t i o n  is s t i l l  
u n d e r  way, and the i n d i c a t e d  de f i c i t  wil l  p r o b a b l y  be c o n s i d e r a b l y  
l e s s .  The t a r g e t  da te  for  r e a c h i n g  the goal  was r e c e n t l y  e x t e n d e d  
for  one y e a r .  

It was determined that the refining capacity in the United States 
should be expanded to 8.1 million barrels per day by 1 January 1954; 
to 8.75 million barrels per day, 1 January 1956; and to 9 million 
barrels per day, 1 January 1957. Reported capacity on 1 January 
1955 was 8.38 million barrels. Additional expansion under way indi- 
cates that the total goal for 1 January 1956 will probably be met. 
It is too early to forecast progress toward the goal by 1 January 1957; 
but we expect that it will be attained. 

The Interior Department completed a survey of the refining ca- 
pacity in the free world nations outside the United States. The survey 
indicated that refining capacity abroad well increase by the end of 1955 
to a point 40 percent greater than it was at the end of 1951. 

The goal established for natural gas liquids was i. 28 million 
barrels per day by 1 January 1956. These liquids include natural 
gasoline and liquefied petroleum gasses such as butane and propane. 
Present indications are that the expansion under way will reach 1.14 
million barrels per day, just a shade under the goal. 

The rapid increase in the availability of natural gas and greatly 
increasing demands for it have resulted in a large increase in trans- 
mission and distribution facilities. •An expansion goal was established 
for 53, i00 miles of new line under 16'inches in diameter and 22,580 
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m i l e s  of l i n e s  of 16 - inch  or  l a r g e r  to be c o m p l e t e d  d u r i n g  the y e a r s  
1953, 1954, and 1955, a to ta l  of 75, 680 m i l e s  in t h r e e  y e a r s .  T h e r e  
w e r e  21 ,090  m i l e s  of p i p e l i n e s  (all  s i z e s )  c o n s t r u c t e d  by g a s - u t i l i t y  
c o m p a n i e s  d u r i n g  the c a l e n d a r  y e a r  1953. Data for  1954 a r e  not  ye t  
a v a i l a b l e .  

I t u rn  now to e l e c t r i c  p o w e r .  The e l e c t r i c  p o w e r  e x p a n s i o n  
goal ,  as  r e v i s e d  and i s s u e d  in Augus t  1952, c a l l e d  for  the add i t i on  by 
the end of 1955 of 41 m i l l i o n  k i l o w a t t s  of g e n e r a t i n g  c a p a b i l i t y  to the 
75 m i l l i o n  k i l owa t t s  of capab i l i t y  e x i s t i n g  in c l a s s  I u t i l i ty  s y s t e m s  at 
the end of 1951. Thus  a t t a i n m e n t  of the goal  would b r i n g  c a p a b i l i t y  to 
116 m i l l i o n  k i l o w a t t s  by the c l o s e  of 1955. The goal  a l so  c o v e r e d  1 
m i l l i o n  k i l o w a t t s  fo r  c e r t a i n  d e f e n s e - r e l a t e d  p r o j e c t s  in 1956, but no 
t a r g e t  was s e t  for  the total  of g e n e r a t i n g  capab i l i t y  to be i n s t a l l e d  in 
1956. 

At the end of 1954, the total capability of class I utility systems 
had reached 103.5 million kilowatts. Presently scheduled additions 
indicate that a capability of I16 million kilowatts, under average water 
conditions, will be attained by the end of this year, as planned by the 
goal .  

The ou t look  fo r  m a r g i n s  of g e n e r a t i n g  c a p a b i l i t y  o v e r  peak  l oads  
has  i m p r o v e d  g r e a t l y .  C o n s i d e r i n g  s c h e d u l e d  add i t i ons  and a p r e s e n t -  
ly  e s t i m a t e d  l o w e r  p e r c e n t a g e  i n c r e a s e  in loads  than was p r e v i o u s l y  
f o r e c a s t ,  t h e s e  m a r g i n s  u n d e r  a v e r a g e  wa te r  cond i t i ons  a r e  e s t i m a t e d  
to be about  21 to 22 p e r c e n t  at the end of both 1955 and 1956. E v e n  
u n d e r  a d v e r s e  w a t e r  cond i t i ons ,  they  would be o v e r  19 p e r c e n t .  T h e s e  
m a r g i n s  c o m p a r e  f a v o r a b l y  with the 15 p e r c e n t  g e n e r a l l y  a c c e p t e d  as  
n e c e s s a r y  to p r o v i d e  r e a s o n a b l e  s t a n d a r d s  of s e r v i c e  in p e a c e t i m e .  

T h e r e  a r e  d i f f e r e n c e s  in the p o w e r  s u p p l y - r e q u i r e m e n t s  s i t u -  
a t i ons  of the s e v e r a l  r e g i o n s  which  a r e  not r e f l e c t e d  in the n a t i o n a l  
to t a l s  which  I have  g iven .  Add i t iona l  c o n s i d e r a t i o n  wil l  be g iven  to 
such  m a t t e r s  in s t u d i e s  to be m a d e  on s p e c i f i c  r e g i o n a l  p r o b l e m s .  

The e x p a n s i o n  goal  on e l e c t r i c  p o w e r  g e n e r a t i n g  c a p a c i t y  is 
now in the " p e n d i n g "  c a t e g o r y  in the D e f e n s e  M o b i l i z a t i o n  O r d e r  on 
goa l s ,  p e n d i n g  f u r t h e r  s t udy  as  to i t s  d i s p o s i t i o n .  L a s t  m o n t h ,  how-  
e v e r ,  ODM e s t a b l i s h e d  a new goal  r e s t r i c t e d  to e l e c t r i c  p o w e r  t r a n s -  
m i s s i o n  l i n e s  and i n t e r c o n n e c t i o n s  r e q u i r e d  by the m i l i t a r y ,  the AEC,  
o r  a d e f e n s e - r e l a t e d  i n d u s t r y .  
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Now,  a n  e l e c t r i c  p o w e r  s y s t e m  is  a v e r y  t o u c h y  p o i n t ,  b e c a u s e  
it is impossible to stockpile electric power. 

A n o t h e r  t h i n g  t h a t ,  in  c a s e  of a n  a t t a c k  o n  t h i s  c o u n t r y ,  w o u l d  
p u t  u s  in  a s a d  s i t u a t i o n  i s  t he  f a c t  t h a t  a l l  t h e s e  g e n e r a t o r s  in  t h e  b i g  
g e n e r a t i n g  p l a n t s  a r e  c u s t o m - b u i l t .  It  t a k e s  y e a r s  to m a n u f a c t u r e  
t h e m .  T a k e  t he  p r i n c i p a l  s o u r c e s  of  h y d r o p o w e r  ou t  in  t h e  N o r t h w e s t .  
T a k e  G r a n d  C o u l e e ,  f o r  i n s t a n c e ,  w h i c h  i s  t h e  l a r g e s t  i n  t h e  w o r l d .  
It  i s  t h e  l a r g e s t  s t r u c t u r e  e v e r  b u i l t  b y  m a n .  T h e r e  a r e  18 g e n e r a t o r s ,  
e a c h  of  1 2 5 , 0 0 0  k i l o w a t t  c a p a c i t y ,  in  t h a t  g r e a t  p o w e r h o u s e .  T h o s e  
a r e  c u s t o m - b u i l t .  T h e y  a r e  the  l a r g e s t  g e n e r a t o r s  e v e r  b u i l t  in  t h e  
w o r l d .  We u s e d  to caI1 t h e m  b i g  w h e n  t h e y  w e r e  7 5 , 0 0 0  k i l o w a t t s ,  t h a t  
i s ,  in m o s t  o f  t h e s e  p l a n t s .  B u t  a l l  t h e s e  h a v e  to b e  c u s t o m - b u i l t ,  a n d  
i t  t a k e s  l i t e r a l l y  y e a r s  to b u i l d  t h e m .  

So, in the event of an atomic attack on this country, we would be 
in serious shape for the people living out in that area. Out in Oregon, 
in the Pacific Northwest, we would have no electricityj because we 
would have no power. We have the best hydro potential in the United 
States. We have 40 percent of the potential hydro out there now. We 
have developed about 20 percent of it. But if the current should be 
knocked out tomorrow, my wife could not even cook breakfast. She 
has never cooked in a fireplace fire, and I would have to show her how. 
I c o u l d n ' t  t a k e  a b a t h ,  h e a t  m y  h o u s e ,  o r  g e t  a n y t h i n g .  Ou t  h e r e  o n  
t h e  A t l a n t i c  c o a s t ,  w h e r e  y o u  h a v e  a c c e s s  to n a t u r a l  g a s ,  i t  i s  a l i t t l e  
d i f f e r e n t .  T h e r e  a r e  m o r e  h o u s e h o l d  k i t c h e n  e l e c t r i c  r a n g e s  i n  P o r t -  
l a n d ,  O r e g o n ,  f o r  i n s t a n c e ,  w i th  h a l f  a m i l l i o n  p e o p l e ,  t h a n  t h e r e  a r e  
in  N e w  Y o r k  C i t y .  T h e y  d o n ' t  h a v e  n a t u r a l  g a s  in  P o r t l a n d ,  a n d  i f  
e l e c t r i c  p o w e r  s h o u l d  b e  c u t  off ,  i t  w o u l d  be  a s e r i o u s  t h i n g .  

But there is one good thing that I would like to point out to you 
folks; that is, these utility companies are accustomed to meeting 
emergencies. They have never met an atomic attack and they have 
never met a high-explosive attack, but they have met hurricanes, 
floods~ and damage of that character. If we Government people just 
let these crews alone in an emergency--stay out of their way, they 
will get reestablished just as fast as anybody possibly could. They 
are accustomed to doing that sort of thing. 

The whole industry is carrying on research all the time as to 
interconnections and interties and so forth, planning what to do in 
case of an attack, lhappen to have been Governor of Oregon. We 
set up some of the civil defense programs. You would be amazed, 
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t h o s e  of you  who h a v e  no t  b e e n  c l o s e  to c i v i l  d e f e n s e ,  at  the  c o o p e r -  
a t i o n  tha t  we ge t  f r o m  the e s s e n t i a l  u t i l i t i e s ,  s u c h  as  t e l e p h o n e  and  
t e l e g r a p h  and  p o w e r .  Wel l ,  i t  is  t h e i r  l i f e  as  we l l  a s  o u r s .  We a r e  
a l l  in  the  s a m e  boa t .  Bu t  t h e r e  is  a r e d e e m i n g  f a c t o r .  We a r e  s p r e a d  
out ,  and  i t  is  p o s s i b l e  to h a v e  i n t e r t i e s  and i n t e r c h a n g e  of e l e c t r i c i t y .  
B u t  i t  would  be  a v e r y  tough  p r o b l e m  to r e p l a c e  g e n e r a t i n g  p l a n t s  in  
a s h o r t  t i m e .  

In c a s e  t h e r e  was  not  e n o u g h  p o w e r  to t ake  c a r e  of e v e r y b o d y ,  
to w h o m  would  you r a t i o n  i t ?  T h a t  is  the  q u e s t i o n .  It is  an  e s s e n t i a l  
t h ing  w h i c h  e v e r y b o d y  is go ing  to n e e d ,  u n l e s s  we a r e  j u s t  go ing  to go 
ou t  in the  b r u s h  and l ive  in c a v e s .  It would  be  a v e r y  tough  th ing  to 
r a t i o n  e l e c t r i c i t y  in c a s e  a p a r t  of it  was  k n o c k e d  out .  

In the  a r e a  of  s o l i d  f u e l s ,  the coke  e x p a n s i o n  p r o g r a m  p o s e s  
s o m e  d i f f i c u l t  and  i m p o r t a n t  p r o b l e m s .  It r e q u i r e r  c o n t i n u i n g  s t u d y  
and  e f f o r t .  

Requirements for full mobilization, including coke to operate 
blast furnaces at capacity and to meet the needs of other industrial 
users, are estimated at 84.5 million tons. Our latest estimates indi- 
cate that this country would be short from 1 to 2 million tons of coke 
to meet full mobilization requirements should an emergency occur 
now. New capacity has been installed and will be installed under the 
expansion program, but gains are partially offset by retirement of 
overage ovens. 

The  D e p a r t m e n t  wi l l  f o l l ow  c l o s e l y  d e v e l o p m e n t s  wi th  r e s p e c t  
to c o k e  p r o d u c t i v e  c a p a c i t y ;  and ,  if n e c e s s a r y ,  r e c o m m e n d  s t e p s  to 
o v e r c o m e  any  l o s s e s  in  c a p a c i t y  if s u c h  l o s s e s  a d v e r s e l y  a f f e c t  the  
d e f e n s e  p r o g r a m .  A s t u d y  is  p l a n n e d  to m e a s u r e  the  r e g i o n a l  c a p a c -  
i t y  of  c o a l  m i n e s  to s u p p l y  c o a l  of  s u i t a b l e  m e t a l l u r g i c a l  q u a l i t y  s u f f i -  
c i e n t  to o p e r a t e  the  c o k e  i n d u s t r y  a t  c a p a c i t y .  

Production of coal in Alaska, which was approximately 400,000 
tons in 1950, increased to about 900, 000 tons in 1953. As of 30 June 

1954, the estimated annual productive capacity of coal mines in Alaska 
was 950, 000 tons. This is sufficient to meet all current military and 
civilian demands. 

In the  f i e l d  of m e t a l s  and  m i n e r a l s ,  we a r e  now u n d e r t a k i n g  a 
p a r t  of t h o s e  f u n c t i o n s  p r e v i o u s l y  p e r f o r m e d  by  G e n e r a l  S e r v i c e s  Ad-  
m i n i s t r a t i o n  (GSA). It now b e c o m e s  o u r  job to c o n d u c t  the  n e c e s s a r y  
s t u d i e s  and  to m a k e  r e c o m m e n d a t i o n s  to ODM fo r  m i n e r a l s  e x p a n s i o n  
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goals and the maintenance of the minerals mobilization base. Here 
again the Bureau of Mines and the Geological Survey will play an im- 
portant part by furnishing much of the basic data. 

Now, the Bureau of Mines and U. S. Geological Survey, in our 
Department, are, I think, two of the greatest scientific organizations 
in the entire Government service. They have an amazing supply of 
technological data and all sorts of scientific data. On the other hand 
I might say that we are years behind in the things we ought to be doing. 

There are just so many things to be done. For instance, this 
country hasn't been surveyed as yet. Out in the State of Utah, which 
came into the Union in 1896, the basic survey of the land has never 
been accomplished. And now they are finding uranium there. Talk 
of the gold rush in 1849; there are people out there trying to shoot 
each other in some places. And when you strike uranium, you don't 
know whether it is on Federal land or state land. 

The governor got awfully mad at me when I first came in. I 
said, "Gee, give me a chance, Governor." But, anyway, at the-rate 
they were going, it would have taken 400 years. We have it stepped 
up now and put it on a 30-year basis. But that is not fast enough, be- 
cause here is what is happening: We take three steps forward and 
slide back four because of all the excitement out there. It has even 
gotten into the funny papers. Have you seen Gasoline Alley? Squint 
is out there looking for uranium now. This morning in the paper he 
had run his jeep way out in the wilderness, parked it, and left it there. 
Even a jeep couldn't go there, and he walked ahead. Finally he got to 
a place and said, "This is a nice quiet spot" and, you know, there were 
three prospectors there. That is just the way it is. So we are having 
a tough time. 

Then you take down at Las Vegas. Down there the land wasn't 

worth three dollars an acre. Now they are getting thousands of dol- 
lars an acre for it. 

These are just some of the problems as they exist over the 
years. But the Geological Survey is one of the bureaus in our Depart- 
ment that is noncontroversial. It is purely scientific. Nobody argues 
with scientists, unless he is one himself. 

More than two dozen expansion goals for mineral raw materials 

are listed as "open" in the Defense Mobilization Order on expansion 
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goals. These represent about one-third of the total number of goals 

still on the "open" list. 

At the request of ODM, we have started to review several of 
these goals. Present and potential supplies, including the stockpile, 
will be measured against the best available data on requirements 
under partial and full mobilization. The level of productive capacity 
which should be maintained as a mobilization base for each commod- 
ity will be computed. Recommendations will then be made to the 
ODM as to whether the expansion goal involved should be modified or 

reclassified. 

If our conclusion about any mineral commodity should be that 
an adequate mobilization base cannot be maintained without employing 
the financial aids and incentives available under the Defense Produc- 
tion Act and rapid tax amortization, it is our responsibility to advise 
ODM how and to what extent such incentives should be used. 

If ODM approves the recommendations made by Interior and 
certifies a mineral supply expansion program which calls for Govern- 
ment loans, purchases, committments to purchase, or the granting 
of rapid tax amortization, the GSA, under present delegations of au- 
thority, would handle the individual applications and transactions. 

As to fishery products, no expansion goal has ever been estab- 
lished. The economic situation in the industry in recent years has 
not been conducive to expansion beyond that which the industry could 
finance. The industry's facilities are deemed adequate to contribute 
its share of food supply in time of emergency. 

Incidentally, fishery products are a mighty valuable part of the 
Nation's food supply. Following a widespread atomic attack, the fish 
far out in the oceans might be at least one source of food free from 
radioactivity. 

The fifth function is: 

"Develop, assemble and evaluate data as to materials, equip- 
ment, transportation: and other requirements of the assigned in- 
dustries under partial and full mobilization conditions. " 

Periodically we furnish to the ODM estimates of the copper, 
steel, and aluminum, by shapes and forms, which would be required 
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for construction and maintenance, repair, and operation by industries 
within our purview during each of several years of an assumed war. 
This job in the mobilization planning era, is akin to the active claim- 
ant function which Interior's defense agencies performed when these 
materials were being allocated to all industries under the Controlled 
Materials Plan (CMP). In the event of stepped-up mobilization, call- 
ing for similar controlled distribution of materials, it is expected 
that Interior would again present the needs of our assigned industries 
to the top-level group, splitting the supply of materials. 

The Department of Commerce, rather than Interior, is respon- 
sible fdr estimating the quantities of materials for production of equip- 
ment used by Interior's industries. However, the size and rate of 
industrial expansions which ODM approves, based on Interior's rec- 
ommendations after consultation with industry, are major factors in 
setting requirements for certain categories of products, such as elec- 
tric power generating equipment, mining machinery, oil field equip- 
ment, pipe, and tank cars. 

R e q u i r e m e n t s  fo r  m a n p o w e r  have  a l so  b e e n  s t u d i e d  to s o m e  
ex t en t .  This  has  c o m e  up f r e q u e n t l y  in c o n n e c t i o n  with the d e v e l o p -  
m e n t  of c u r r e n t  and s t a n d b y  l i s t s  of e s s e n t i a l  a c t i v i t i e s  and c r i t i c a l  
o c c u p a t i o n s  by a jo in t  C o m m e r c e - L a b o r  c o m m i t t e e  on which  I n t e r i o r  
is  r e p r e s e n t e d .  Such l i s t s ,  d e s i g n e d  p a r t i c u l a r l y  as  gu ides  to S e l e c -  
t ive S e r v i c e ,  po in t  up s h o r t a g e s  in c e r t a i n  g r o u p s  of s k i l l e d  m a n p o w e r  
n e e d e d  in o u r  i n d u s t r i e s .  I n t e r i o r  canno t  s i n g l e h a n d e d l y  c u r e  this  
s i t u a t i o n ,  but we do g ive  ou r  s u p p o r t  and e n c o u r a g e m e n t  to t hose  w o r k -  
ing on the p r o b l e m .  

Vas t  t onnages  of coa l ,  o r e ,  and p e t r o l e u m  p r o d u c t s  m u s t  be 
m o v e d  d a i l y  f r o m  poin t  of p r o d u c t i o n  o r  o c e a n  p o r t  to poin t  of con-  
s u m p t i o n ,  t r a n s f e r ,  o r  s t o r a g e .  P e t r o l e u m  and gas  p i p e l i n e s  a r e  
a m o n g  the r e s p o n s i b i l i t i e s  d e l e g a t e d  to I n t e r i o r ,  but  o t h e r  f o r m s  
on in l and  s u r f a c e  t r a n s p o r t a t i o n  a r e  a s s i g n e d  to the DTA. We a r e  
v i t a l l y  i n t e r e s t e d  in the a d e q u a c y  of a l l  f o r m s  of t r a n s p o r t a t i o n  f a c i l -  
i t i e s - - i n c l u d i n g  r a i l ,  t r u c k ,  in land  w a t e r w a y s ,  and o c e a n  p o r t s - - a n d  
a l s o  s t o r a g e  f a c i l i t i e s .  R e p r e s e n t a t i v e s  of the D e p a r t m e n t  s e r v e  on 
i n t e r a g e n c y  c o m m i t t e e s  e s t a b l i s h e d  by the DTA and ODM which  w r e s -  
t le  with p r o b l e m s  in this  f i e ld .  

The s ix th  f u n c t i o n  is :  

"Assemble, as requested by the Office of Defense Mobili- 
zation, data on requirements for the products of the assigned 
industries as presented by or obtained on behalf of other agen- 
cies of the Federal Government. " 

16 



Note that this  func t ion  d e a l s  with r e q u i r e m e n t s  fo r  the p r o d u c t s  
of the a s s i g n e d  i n d u s t r i e s - - s u c h  as m i n e r a l s ,  coal ,  coke ,  p e t r o l e u m  
p r o d u c t s ,  gas ,  and e l e c t r i c  p o w e r .  The ODM is the u l t i m a t e  r e q u i r e -  
m e r i t - s e t t i n g  agency  for  such  p r o d u c t s ,  jus t  as it i s  for  o t h e r  types  of 
p r o d u c t s .  

U n d e r  t o d a y ' s  cond i t i ons ,  when t h e s e  p r o d u c t s  a r e  not  b e i n g  a l -  
l oca t ed ,  it is n e a r l y  i m p o s s i b l e  for  n o r m a l  c l a i m a n t  a g e n c i e s ,  s u c h  
as  A g r i c u l t u r e  and C o m m e r c e ,  to ident i fy ,  excep t  in the c a s e  of a 
few m a j o r  p r o g r a m s ,  the q u a n t i t i e s  of e l e c t r i c  p o w e r ,  p e t r o l e u m  
p r o d u c t s ,  gas ,  o r  coa l  e n t e r i n g  d i r e c t l y  and i n d i r e c t l y  into the p r o d -  
uc t s  or  s e r v i c e s  wi th in  t he i r  p u r v i e w .  To i l l u s t r a t e ,  the  r e q u i r e -  
m e n t s  for  p e t r o l e u m  p r o d u c t s  to be p u r c h a s e d  by the m i l i t a r y  can  
be ob ta ined  f r o m  the  DOD, but the D e p a r t m e n t  of A g r i c u l t u r e  has  
no f a c i l i t i e s  fo r  r e a d y  c a l c u l a t i o n  of t r a c t o r  fuel  r e q u i r e m e n t s .  
E l e c t r i c  p o w e r  r e q u i r e m e n t s  fo r  the a t o m i c  e n e r g y  p r o g r a m  can be 
ob ta ined ,  but the D e p a r t m e n t  of C o m m e r c e  would find it e x c e e d i n g l y  
d i f f i cu l t  to c o m p i l e  r e q u i r e m e n t s  data  for  m o s t  of i t s  m a n y  d i f f e r e n t  
m a n u f a c t u r i n g  indus  t r i e s .  

In t h e s e  c i r c u m s t a n c e s ,  r e q u i r e m e n t s  da ta  on coal ,  p o w e r ,  p e -  
t r o l e u m  p r o d u c t s ,  and gas can b e s t  be d e v e l o p e d  th rough :  

1. Ob ta in ing  da ta  and f o r e c a s t s  f r o m  the p r o d u c i n g  c o m p a n i e s .  

2. C a r e f u l  a n a l y s i s  and e v a l u a t i o n  of t r e n d s  and u se  p a t t e r n s  
ev id en t  in r e p o r t s  r e c e i v e d  f r o m  the i n d u s t r i e s  r e g u l a r l y  by the 
B u r e a u  of Mines  and the F P C .  

3. C l o s e  con t ac t  with o t h e r  G o v e r n m e n t  a g e n c i e s  whose  p r o -  
g r a m s  i nvo lve  l a r g e  and r e a d i l y  m e a s u r a b l e  r e q u i r e m e n t s .  

4. F a c t o r i n g  fo r  v a r i a t i o n s  in l e v e l s  of m o b i l i z a t i o n  ac t iv i ty ,  
e c o n o m i c  ac t iv i ty ,  and e c o n o m i c  g rowth .  

B e c a u s e  of the  s p e c i a l i z e d  s k i l l s  n e e d e d  fo r  th is  type of work ,  
and the t .echnical  s t a f f  r e s o u r c e s ,  i n d u s t r y  c o n t a c t s ,  and da ta  ava i l -  
ab le  in I n t e r i o r ,  ODM looks  to us to " p a c k a g e "  r e q u i r e m e n t s  e s t i -  
m a t e s  on coal ,  p o w e r ,  p e t r o l e u m ,  and gas .  Such e s t i m a t e s ,  of 
c o u r s e ,  a r e  s u b j e c t  to ODM's  r e v i e w ,  m o d i f i c a t i o n ,  and app rova l .  

Coke  r e q u i r e m e n t s  fo r  the p r o d u c t i o n  of p ig  i r o n  ~re  g iven  to 
us  by ODM, but the D e p a r t m e n t  c o m p u t e s  r e q u i r e m e n t s  fo r  the o t h e r  
u s e s .  In the c a s e  of m o s t  m i n e r a l s ,  I n t e r i o r  looks  to ODM fo r  r e -  
q u i r e m e n t s ,  but  in a few i n s t a n c e s ,  upon s p e c i f i c  r e q u e s t  of ODM, we 
f u r n i s h  data  and e s t i m a t e s  for  ODM's  use  in d e t e r m i n i n g  the r e -  
q u i r e m e n t s .  
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The seventh function is: 

"Develop programs for the encouragement of the explora- 
tion, development and mining of critical and strategic minerals 
and metals, and administer exploration programs including 
programs of development relating thereto." 

In connection with the discussion of expansion goals and main- 
tenance of the mobilization base, I described Interior's work in pro- 
gramming minerals supply expansion, when needed, and the relation- 
ship of such operation to those of the ODM and the GSA. 

A special program to encourage domestic exploration for strategic 
metals and minerals i~ carried on by the Defense Minerals Exploration 
A'dministration (DMEA). DMEA enters into contracts with private 
parties under the terms of which the Government contributes to part 
of the costs of exploration projects. 

Depending upon the particular mineral being sought under the con- 
tract, the Government will contribute 50 or 75 percent of the cost. The 
Government's contribution is made without any interest being paid by 
the operator. However, if the Government considers that a discovery 
or development from which production may be made has resulted from 
the work, the Government may certify to that effect in writing to the 
operator. 

If such certification is made, all production from the land de- 
scribed in the contract is subject to royalty not to exceed 5 percent 
of the "gross proceeds" or "value" of such production for a period of 
usually i0 years from the date of the contract or until the full amount 
of the Government's contribution, without interest, is fully repaid, 
whichever occurs first. Regardless of certification, all ore produced 
from the project property during the life of the contract is subject to 
the same royalty provisions. 

In other words the Government puts up the money for ~bout half 
the cost of this exploration. It is a sort of grubstaking idea, to get 
some of these people to go out and look for the stuff. That is the only 
way to find it. Regardless of what the Geological Survey does, some- 
body has to get out on the ground and explore physically on the ground. 

The DMEA program has been an effective stimulant to explora- 
tion. During the four years since the program was started, more than 
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700 c o n t r a c t s  have  b e e n  e x e c u t e d .  P r o j e c t s  have  b e e n  c a r r i e d  on in 
31 s t a t e s  and the T e r r i t o r y  of A la ska ,  i nvo lv ing  the s e a r c h  for  25 d i f -  
f e r e n t  m i n e r a l s  or  m i n e r a l  c o m b i n a t i o n s .  The p r o g r a m  is  open  to al l .  
Bo th  l a r g e  and s m a l l  o p e r a t o r s  have  p a r t i c i p a t e d  in it ,  but  about  two- 
t h i r d s  of the c o n t r a c t s  e x e c u t e d  a r e  with s m a l l  o p e r a t o r s .  

About  250 p r o j e c t s  have  found o r e .  In the c a s e  of t w o - t h i r d s  of 
t h e s e  s u c c e s s f u l  p r o j e c t s ,  f o r m a l  c e r t i f i c a t i o n s  of d i s c o v e r y  o r  d e v e l -  
o p m e n t  had  b e e n  i s s u e d  as of the end of 1954. R o y a l t y  p a y m e n t s  r e -  
c e i v e d  by the DMEA to da te  a m o u n t  to m o r e  than 825, 000 d o l l a r s .  
B a s e d  upon the b e s t  e s t i m a t e  that  can be m a d e  at th is  t i m e ,  o r e  r e -  
s e r v e s  i n d i c a t e d  on the c e r t i f i e d  p r o j e c t s  have  a ne t  r e c o v e r a b l e  va lue  
in e x c e s s  of 200 m i l l i o n  d o l l a r s  at c u r r e n t  m a r k e t  p r i c e s .  

In m i n e r a l s  e x p l o r a t i o n  work  t h e r e  a r e  f a i l u r e s  as  wel l  as  s u c -  
c e s s e s .  But  e v e n  the f a i l u r e s ,  the c o s t s  of which  wi l l  u l t i m a t e l y  be 
c h a r g e d  to the b o r r o w i n g  a u t h o r i t y  p r o v i d e d  by the D e f e n s e  P r o d u c t i o n  
Act ,  t e l l  us  w h e r e  t h e r e  is  e i t h e r  a p o s s i b i l i t y ,  o r  a b s o l u t e l y  no hope ,  
of m a r g i n a l  r e s e r v e s - - u n e c o n o m i c  to m i n e  u n d e r  p r e s e n t  c o n d i t i o n s - -  
which  m i g h t  be  t apped  in the even t  of a fu tu re  e m e r g e n c y .  The s u c c e s -  
s e s  add to known r e s e r v e s  a v a i l a b l e  for  p r o d u c t i o n  i m m e d i a t e l y  o r  in  

the n e a r  f u tu r e .  

The  e igh th  func t ion  is :  

" S c r e e n  and m a k e  r e c o m m e n d a t i o n s  on r e q u e s t s  fo r  tax 
a m o r t i z a t i o n ,  loans ,  g u a r a n t e e s  and p r o c u r e m e n t  c o n t r a c t s  

f o r  the a s s i g n e d  i n d u s t r i e s .  " 

A c c e l e r a t e d  tax a m o r t i z a t i o n  has  b e e n  the p r i n c i p a l ,  and n e a r l y  
the only ,  f o r m  of i n c e n t i v e  u s e d  in c o n n e c t i o n  with e x p a n s i o n s  of f a c i l -  
i t i e s  in  the f i e l d s  of e l e c t r i c  p o w e r ,  p e t r o l e u m  and gas ,  and so l id  fue l s .  
T h e r e  h a v e  b e e n  a few,  i s o l a t e d  c a s e s  w h e r e  d i r e c t  G o v e r n m e n t  l oans  
h a v e  b e e n  he lp fu l  in  the c a s e  of p e t r o l e u m  and s o l i d  fue l s .  A s p e c i a l  
type of p r o c u r e m e n t  c o n t r a c t  d e v e l o p e d  by  the a r m e d  s e r v i c e s  h a s  
a ided  in the  e x p a n s i o n  of a v i a t i o n  g a s o l i n e  p r o d u c t i o n  f a c i l i t i e s .  In the 
c a s e  of p r o g r a m s  to i n c r e a s e  the p r o d u c t i v e  c a p a c i t y  fo r ,  and supply '  
of, m i n e r a l s ,  f i n a n c i a l  a ids  and i n c e n t i v e s  o t h e r  than r a p i d  tax a m o r -  
t i za t ion ,  o r  c o m b i n a t i o n s  of s e v e r a l  f o r m s  of i n c e n t i v e s ,  h a v e  b e e n  

e m p l o y e d  m o r e  wide ly .  

The g r a n t i n g  of a c c e l e r a t e d  tax a m o r t i z a t i o n  e n c o u r a g e s  d e f e n s e  
o r  d e f e n s e - s u p p o r t i n g  f a c i l i t y  e x p a n s i o n  with p r i v a t e  r a t h e r  than 
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publ ic  funds by p e r m i t t i n g  a c c e l e r a t e d  d e p r e c i a t i o n  d e d u c t i o n s  fo r  
i n c o m e  tax p u r p o s e s ,  o v e r  a p e r i o d  of 60 m o n t h s ,  for  that  p o r t i o n  
of the cos t  of f a c i l i t i e s  c e r t i f i e d  as n e c e s s a r y  in the i n t e r e s t  of na -  
t iona l  d e f e n s e .  If a b u s i n e s s m a n  is n o r m a l l y  e n t i t l e d  to deduc t  the 
cos t  of cap i t a l  e q u i p m e n t  o v e r  a 1 5 - y e a r  p e r i o d ,  for  e x a m p l e ,  a tax 
a m o r t i z a t i o n  c e r t i f i c a t i o n  wil l  p e r m i t  h i m  to d e d u c t  o v e r  a 5 - y e a r  
p e r i o d  that  p o r t i o n  of i t s  cos t  which has  b e e n  c e r t i f i e d .  Rapid  tax 
a m o r t i z a t i o n  is  not  a gif t .  H e r e  is s o m e t h i n g  that  I want to m a k e  
c l e a r  to you, b e c a u s e  t h e r e  a r e  a lot  of p e o p l e  who do not  s e e m  to 
u n d e r s t a n d  it. It has ,  h o w e v e r ,  he lped  l a r g e  n u m b e r s  of c o m p a -  
n i e s ,  p a r t i c u l a r l y  s m a l l  c o m p a n i e s ,  in f i n a n c i n g  e x p a n s i o n s  for  de -  
f e n s e  p r o d u c t i o n  which  they  could  not  o t h e r w i s e  have  u n d e r t a k e n .  
This  not  on ly  i n c r e a s e s  the supp ly  of d e f e n s e  p r o d u c t s  fo r  i m m e d i a t e  
n e e d s ,  but a l s o  in the end adds  to our  m o b i l i z a t i o n  b a s e .  

Now, jus t  one qu ick  exp lana t ion .  The t a x p a y e r  in b u s i n e s s  
t h e s e  days  s p e n d s  ha l f  of h i s  t i m e  f i g u r i n g  out how to avoid  t axes .  
That  is  l ega l .  If you evade  y o u r  t axes ,  they  put you in L e a v e n w o r t h  
o r  s o m e  p l a c e  that  is e q u a l l y  as  u n d e s i r a b l e .  But  your  t axes  have  
b e c o m e  so h igh  that  in s o m e  p l a c e s  they  have  gone  to 94 p e r c e n t .  
That  is an e x t r e m e  c a s e .  So the b u s i n e s s m a n  h i r e s  s o m e  s m a r t  guys 
and s p e n d s  a lot  of t i m e  f i g u r i n g  out how to s a v e  s o m e  of that m o n e y  
r a t h e r  than pay ing  it to "Unc l e .  " It is p e r f e c t l y  l e g i t i m a t e  as  long  
as  you do not  go o v e r  the l ine ,  and no good tax a c c o u n t a n t  would d a r e  
a d v o c a t e  anybody  gypping  the Uni ted  S ta tes  G o v e r n m e n t ,  b e c a u s e  they  
would put  h i m  in j a i l  too. 

F o r  i n s t a n c e ,  on a bu i ld ing  m a d e  of c o n c r e t e ,  it t akes  50 y e a r s  
to w r i t e  it off. In o t h e r  w o r d s  we have  about  a 2 - p e r c e n t  w r i t e o f f  a 
y e a r .  At the end of that  t i m e  your  bu i ld ing  is gone.  You h a v e  r e c o v -  
e r e d  t h e  cos t  of it in that t i m e .  But  the un fa i r  p a r t  of it is that  a 50- 
y e a r  bu i ld ing  is o b s o l e t e  long  b e f o r e  that  t i m e .  Or  in s o m e  types  of 
m a c h i n e r y  w h e r e  they  a l low you a 1 5 - y e a r  d e p r e c i a t i o n ,  it is o b s o l e t e  
in 7, b e c a u s e  of r a p i d  c h a n g e s  in t echno logy .  So the G o v e r n m e n t  a l -  
lows  this  m a n  to w r i t e  off the d e f e n s e - r e l a t e d  p a r t  of it in 5 y e a r s  
i n s t e a d  of 15. 

But  it s p e e d s  up the t i m e  when the G o v e r n m e n t  s t a r t s  c o l l e c t -  
ing m o r e  t axes .  You s e e ,  the t a x p a y e r  is  g a m b l i n g  that  by the t i m e  
he g e t s  this  w r i t t e n  off in f ive  y e a r s ,  m a y b e  the G o v e r n m e n t ' s  t axes  
wi l l  be  l o w e r .  I wonde r .  But ,  anyway,  he  is  in a h i g h - t a x  b r a c k e t  
now, so  he puts  t h e s e  d e d u c t i o n s  in on his  tax now. Then  when he  
ge t s  in a low b r a c k e t  f ive  y e a r s  h e n c e ,  he m a k e s  m o n e y .  But what 
if  the t axes  a r e  h i g h e r  then?  He is s tuck .  You s e e ,  it is  a g a m b l e  
e i t h e r  way. 
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But  this  is  the i n c e n t i v e .  This  is s o m e t h i n g  that  you d o n ' t ~  ~> 
to pay  out of your  cap i t a l  s t r u c t u r e .  You see ,  the l e s s  you have  to pay  
for  t axes  now in the c a s e  of a s m a l l ,  new company ,  the m o r e  you have  
to work  with.  That  is w h e r e  it is  a d v i s a b l e  for  the l i t t l e  o p e r a t o r .  It 
i s  the p o o r  f e l low with new cap i ta l ,  who h a s n ' t  had  e x p e r i e n c e  with 
big  p r o f i t s ,  who is c o m i n g  up in the wor ld ,  that is l i k e l y  to get  s tuck .  
It i s  not  the r i c h  c o m p a n i e s .  They  a r e  wel l  p r e p a r e d  for  it .  

I r e a d  a l i t t l e  squib this m o r n i n g  in the p a p e r  on the way down 
to w o r k  s a y i n g  that  if they  took a l l  the i n c o m e  of a l l  the p e o p l e  in the 
Uni fed  S ta tes  who m a k e  o v e r  10, 000 d o l l a r s  a y e a r ,  it  would be  only  
5 b i l l i on  d o l l a r s .  That  would s u p p o r t  the c o u n t r y  for  on ly  about  one 
mon th .  So when they  talk about  s o a k i n g  the r i c h ,  t h e r e  a r e  not  enough 
r i c h  peop l e .  

The ODM r e f e r s  to I n t e r i o r ,  for  r e c o m m e n d a t i o n s ,  a p p l i c a t i o n s  
fo r  a c c e l e r a t e d  tax a m o r t i z a t i o n  u n d e r  s e c t i o n  168 of the I n t e r n a l  R e v -  
enue  Code  m a d e  by c o m p a n i e s  bu i ld ing  f a c i l i t i e s  wi th in  the D e p a r t -  
m e n t ' s  p u r v i e w .  T h e s e  a r e  s tud i ed  to a s c e r t a i n  the f a c i l i t y ' s  r e l a t i o n -  
sh ip  to the n a t i o n a l  d e f e n s e ,  w h e t h e r  i t s  c a p a c i t y  is  wi th in  the l i m i t s  
of an e x p a n s i o n  goal ,  i t s  p r o b a b l e  p o s t e m e r g e n c y  u s e f u l n e s s ,  and i t s  
c o n f o r m a n c e  with the n a t i o n a l  d i s p e r s a l  p o l i c y  (if app l i cab le )  and o t h e r  
c r i t e r i a .  Such c o n s i d e r a t i o n s  d e t e r m i n e  w h e t h e r  or  not  the f a c i l i t y  
is  e l i g i b l e  fo r  a n e c e s s i t y  c e r t i f i c a t e .  

B a s e d  on our  f ind ings ,  a r e c o m m e n d a t i o n  is  m a d e  to ODM to 
i s s u e  a n e c e s s i t y  c e r t i f i c a t e  to the I n t e r n a l  R e v e n u e  S e r v i c e  or  to 
d e n y  the app l i c a t i on .  In n e a r l y  a l l  c a s e s  r e c o m m e n d e d  fo r  a p p r o v a l ,  
the p e r c e n t a g e  of the cos t  r e c o m m e n d e d  for  c e r t i f i c a t i o n  c o n f o r m s  to 
an i n d u s t r y w i d e  p e r c e n t a g e  p a t t e r n  e s t a b l i s h e d  long ago by ODM for  
e a c h  c a t e g o r y  of f a c i l i t i e s  u n d e r  the v a r i o u s  e x p a n s i o n  goa l s .  R e c o m -  
m e n d a t i o n s  on a p p l i c a t i o n s  for  a m e n d m e n t s  a r e  a l s o  m a d e  to the ODM. 

I n t e r i o r  has  b e e n  p e r f o r m i n g  th is  func t ion  s i n c e  the b e g i n n i n g  of 
the d e f e n s e  m o b i l i z a t i o n  p r o g r a m  in 1950. A to ta l  of about  2 ,900  tax 
a m o r t i z a t i o n  c e r t i f i c a t e s  for  d e f e n s e - s u p p o r t i n g  f a c i l i t i e s  wi th in  
I n t e r i o r ' s  p u r v i e w ,  excep t  m i n e r a l s ,  have  b e e n  i s s u e d .  

The n in th  func t ion  is :  

"Deve lop  and m a i n t a i n  p r o g r a m s ,  i nc lud ing  the n e c e s s a r y  
o r d e r s  and r e g u l a t i o n s ,  for  the o p e r a t i o n  of the a s s i g n e d  i n d u s -  
t r i e s  u n d e r  p a r t i a l  and full  m o b i l i z a t i o n  cond i t i ons ,  and c o o p e r a t e  
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~-~- with the Office of Defense Mobilization and other appropriate 
agencies in planning other production and distribution controls 
related thereto. " 

We hope that no situation will arise which will require the use of 
directives or material distribution controls. Yet we must be pre- 
pared to meet such a situation if it should arise. 

As a b a c k g r o u n d  of e x p e r i e n c e ,  I n t e r i o r  ha s  a v a i l a b l e  the o r d e r s  
which  w e r e  u sed  in Wor ld  War  II and the K o r e a n  conf l i c t  in c o n n e c t i o n  
with o p e r a t i o n s  of the i n d u s t r i e s  wi thin  i ts  p u r v i e w .  Al though the c i r -  
c u m s t a n c e s  of a f u tu r e  conf l i c t  m i g h t  be d i f f e r e n t ,  the e x p e r i e n c e  ga ined  
in the o p e r a t i o n  of t h e s e  o r d e r s  in the pas t  will  he lp  in adap t ing  t h e m  to 
m e e t  the p o s s i b l e  n e e d s  of the fu tu re .  

In both World  War II and the K o r e a n  War,  s p e c i a l  o r d e r s  p r o -  
viding for  the a l l o c a t i o n  of c o n s t r u c t i o n  and m a i n t e n a n c e ,  r e p a i r ,  and 
o p e r a t i n g  m a t e r i a l s  to t h e m i n e r a l s ,  so l id  fue l s ,  p e t r o l e u m ,  gas ,  and 
e l e c t r i c  p o w e r  i n d u s t r i e s  w e r e  d e v e l o p e d  in c o n j u n c t i o n  with the CMP.  
D u r i n g  the K o r e a n  s i t ua t i on ,  t h e s e  o r d e r s ,  a l though  i s s u e d  by the Na-  
t iona l  P r o d u c t i o n  Au thor i ty ,  w e r e  a d m i n i s t e r e d  by I n t e r i o r ' s  d e f e n s e  
a g e n c i e s ,  which  d i s t r i b u t e d  the m a t e r i a l s  to the i n d u s t r i e s .  

The planning for steps to expand the existing DMS into a full- 
scale material control system, if ever needed, is being done by the 
Business and Defense Services Administration (BDSA) in the Depart- 
ment of Commerce. Interior's job is to work with the group there to 
assure that the system planned, including provisions tailored to fie 
the particular needs of the minerals, fuels, and energy fields, is the 
most effective and workable that can be designed. 

C o n s u m e r  r a t i o n i n g  is a n o t h e r  f o r m  of c o n t r o l  in the p l ann ing  
of which  the D e p a r t m e n t  shou ld  p a r t i c i p a t e .  In the pas t  we have  not  
a d m i n i s t e r e d  such  c o n t r o l s ,  and we do not  wish  to do so in the fu tu r e .  
If an e m e r g e n c y  d e v e l o p s  which would r e q u i r e  r a t i o n i n g ,  I n t e r i o r  as  
the supp ly  agency ,  o b v i o u s l y  would be r e s p o n s i b l e  for  d e t e r m i n i n g  
the q u a n t i t i e s  of p e t r o l e u m  or  coa l  a v a i l a b l e  for  r a t i o n e d  d i s t r i b u t i o n .  
B e c a u s e  of this  p o s s i b i l i t y ,  the o v e r a l l  s y s t e m  of r a t i o n i n g  m u s t  be 
bu i l t  to a c c o m m o d a t e  fue l s  in a m a n n e r  which  would m e s h  with d i s -  
t r i b u t i o n  o p e r a t i o n s  of the fue l s  i n d u s t r i e s  and o t h e r  c o n t r o l  s y s t e m s  
to be p l a nned  by I n t e r i o r  with the i n d u s t r i e s .  
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The ten th  func t ion  is  : 

" P r o v i d e  gu idance  and l e a d e r s h i p  to a s s i g n e d  i n d u s t r i e s  
in the d e v e l o p m e n t  of p l ans  and p r o g r a m s  to i n s u r e  the con-  
t inu i ty  of e s s e n t i a l  p r o d u c t i o n  in even t  of a t t ack ,  and c o o p e r a t e  
with the D e p a r t m e n t  of C o m m e r c e  in the i d e n t i f i c a t i o n  and r a t -  
ing of e s s e n t i a l  f a c i l i t i e s .  " 

T h r o u g h  i t s  m e m b e r s h i p  on the I n d u s t r y  E v a l u a t i o n  B o a r d ,  
c h a i r e d  by the D e p a r t m e n t  of C o m m e r c e ,  I n t e r i o r  for  a long  t i m e  
h a s  b e e n  a s s i s t i n g  in the i d e n t i f i c a t i o n  and r a t i n g  of the e s s e n t i a l i t y  
of i nd iv idua l  f a c i l i t i e s .  Such i d e n t i f i c a t i o n s  p e r t a i n  to m a n y  d i f f e r e n t  
s e g m e n t s  of i n d u s t r y ,  inc lud ing  s o m e  wi th in  I n t e r i o r ' s  a s s i g n e d  a r e a s  
of r e s p o n s i b i l i t y  and s o m e  upon which  our  p a r t i c u l a r  i n d u s t r i e s  d e p e n d  
fo r  m a t e r i a l s  and e q u i p m e n t .  

I b e l i e v e  that ,  on the whole ,  the i n d u s t r i e s  wi th in  our  a r e a s  of 
r e s p o n s i b i l i t y  have  been  a l e r t  to the t r e m e n d o u s  p r o b l e m s  which would 
con f ron t  t h e m  and the Nat ion in even t  of an e n e m y  a t t ack .  T h e y  know 
b e t t e r  than anyone  e l s e  that  p o w e r  s e r v i c e  and d e l i v e r i e s  of fuel  would 
have  to be r e s t o r e d  at the e a r l i e s t  p o s s i b l e  t i m e  fo r  any c o m m u n i t y  
n e e d s  o r  e s s e n t i a l ,  o p e r a b l e  i n d u s t r i a l  f a c i l i t i e s  which  m a y  r e m a i n .  

The p e t r o l e u m ,  gas ,  and e l e c t r i c  p o w e r  i n d u s t r i e s  a r e  u s e d  to 
m a k i n g  e m e r g e n c y  r e p a i r s  and r e p l a c e m e n t s  of e q u i p m e n t  d a m a g e d  o r  
d e s t r o y e d  by n a t u r a l  d i s a s t e r s ,  such  as  h u r r i c a n e s ,  f loods ,  and so 
fo r t h .  T h e y  a r e  equ ipped  to d e a l  with i m m e d i a t e  p o s t a t t a c k  m e a s u r e s ,  
such  as  e s t a b l i s h m e n t  of e m e r g e n c y  c o n n e c t i o n s  o r  d e l i v e r i e s  to un-  
d a m a g e d  f r i n g e  a r e a s .  

Many  s e g m e n t s  of t h e s e  i n d u s t r i e s  have  w o r k e d  c l o s e l y  with 
F e d e r a l  Civ i l  D e f e n s e  A d m i n i s t r a t i o n  o f f i c i a l s  in p l a n n i n g  p o s t a t t a c k  
m e a s u r e s  in u r b a n  a r e a s .  Many  c o m p a n i e s  have  e s t a b l i s h e d  e m e r -  
g e n c y  h e a d q u a r t e r s  s i t e s  away  f r o m  c o n g e s t e d  t a r g e t  z o n e s .  

The Na t iona l  P e t r o l e u m  Counc i l ,  at our  r e q u e s t ,  is m a k i n g  an 
e x t e n s i v e  s tudy  of o r g a n i z a t i o n  and m e a s u r e s  n e e d e d  to cope with p r o b -  
l e m s  r e s u l t i n g  f r o m  n u c l e a r  a t t ack .  One p a r t  of the s tudy  has  b e e n  
c o m p l e t e d ,  and the o t h e r  is we l l  a d v a n c e d .  

Coal  p r o d u c t i o n  f a c i l i t i e s  a r e  w ide ly  d i s p e r s e d ;  our  p r o b l e m  in  
th is  f ie ld ,  u n d e r  a t t a ck  cond i t i ons ,  would p r o b a b l y  a r i s e  f r o m  d i s r u p -  
t ion of t r a n s p o r t a t i o n .  Coke  p l a n t s  a r e  c l o s e l y  a s s o c i a t e d  with i r o n  
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and s t e e l  p l an t s ,  and fo r  the m o s t  p a r t  they  a r e  c o v e r e d  by p r e p a r e d -  
n e s s  p r o g r a m s  of the s t e e l  i n d u s t r y .  

We have  not ye t  s t ud i ed  the s i t u a t i o n  in the m i n e r a l s  i n d u s t r i e s .  
A n u m b e r  of the l a r g e r  c o m p a n i e s  in this  f ie ld ,  hav ing  f a b r i c a t i o n  
f a c i l i t i e s  as  wel l  as  m i n i n g  o p e r a t i o n s ,  have  p a r t i c i p a t e d  in c o n f e r -  
e n c e s  ca l l ed  by the BDSA on the s u b j e c t  of con t i nu i t y  of m a n a g e m e n t  
and o p e r a t i o n s  u n d e r  a t t ack  cond i t i ons .  R e p r e s e n t a t i v e s  of I n t e r i o r  
have  p a r t i c i p a t e d  in such  m e e t i n g s  with o f f i c i a l s  of i nd iv idua l  c o m -  
p a n i e s .  

The e l e v e n t h  func t ion  is :  

" A s s i s t  the Off ice of D e f e n s e  M o b i l i z a t i o n  in f o r m u l a t i n g  
p l ans  fo r  the s t o c k p i l i n g  of s t r a t e g i c  and c r i t i c a l  m a t e r i a l s  
and,  to the ex ten t  n e c e s s a r y ,  in the a c q u i s i t i o n  of such  m a t e -  
r i a l s  and the e x p a n s i o n  of d o m e s t i c  s o u r c e s  of supply .  " 

That  is  a v e r y  i m p o r t a n t  one,  b e c a u s e  cond i t i ons  do change .  
Look  at the d e v e l o p m e n t  of t h e s e  new m e t a l s - - t i t a n i u m  and so fo r th .  
They  a r e  n e e d e d  in s u p e r s o n i c  p l a n e s .  In the fu tu r e  they  m a y  e l i m -  
ina te  s o m e  of the n e c e s s i t y  for  a l u m i n u m ;  so the a l u m i n u m  can  be 
a s s i g n e d  to p r i v a t e  e n t e r p r i s e  r a t h e r  than the m i l i t a r y  in s o m e  c a s e s ,  
b e c a u s e  they  wi l l  not  need  so m u c h .  But it is c o n s t a n t l y  chang ing .  
You c a n ' t  j u s t  e s t a b l i s h  s t o c k p i l e  o b j e c t i v e s  and s i t  down, b e c a u s e  
in this  fas t ,  d y n a m i c  e c o n o m y  of o u r s ,  with i t s  fas t  e x p a n s i o n  and 
i t s  t e c h n o l o g i c a l  c h a n g e s ,  what  is  good today m a y  be o b s o l e t e  to-  
m o r r o w .  

The ODM is responsible for the establishment of stockpile ob- 
jectives and the setting of rates of acquisition. The purchasing is 
done by the GSA. 

The ODM has  se t  up i n t e r d e p a r t m e n t a l  c o m m o d i t y  a d v i s o r y  
c o m m i t t e e s  on which  I n t e r i o r  is r e p r e s e n t e d  by c o m m o d i t y  e x p e r t s  
f r o m  the B u r e a u  of M i n e s ,  as p r i n c i p a l s ,  and the G e o l o g i c a l  Survey ,  
as  a l t e r n a t e s .  A t o p - l e v e l  ODM c o m m i t t e e - - t h e  I n t e r d e p a r t m e n t a l  
M a t e r i a l s  A d v i s o r y  C o m m i t t e e - - c o n s i d e r s  knot ty  p r o b l e m s  in th is  
f ie ld .  I n t e r i o r ' s  r e p r e s e n t a t i v e  on this  g roup  is the A s s i s t a n t  Sec-  
r e t a r y  fo r  M i n e r a l  R e s o u r c e s .  Some s t o c k p i l i n g  p r o b l e m s  boi l  up 
to the D e f e n s e  M o b i l i z a t i o n  B o a r d ,  of which I am a m e m b e r .  

In the c o u r s e  of th is  whole  p r o c e s s ,  we f u r n i s h  a lot  of data  
and a s s i s t a n c e  to ODM in c o n n e c t i o n  with s t o c k p i l i n g .  
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T h e  t w e l f t h  a n d  l a s t  of  t h e  f u n c t i o n s  i s :  

"Develop and maintain plans to insure the continuity of the 
essential functions of the Department in event of an attack on 
the United States. " 

L a t e  l a s t  s u m m e r  we w e r e  a s k e d  to s u b m i t  to t h e  ODM a l i s t  
of  t h o s e  f u n c t i o n s  o f  t h e  D e p a r t m e n t  w h i c h  w o u l d  h a v e  to b e  c a r r i e d  
on  e v e n  in  t h e  f a c e  of  a f u l l - s c a l e  a t t a c k  on  t h i s  c o u n t r y .  T h e s e  
f u n c t i o n s  f a l l  g e n e r a l l y  i n t o  two  c a t e g o r i e s :  (1) c e r t a i n  m i n i m u m  e s -  
s e n t i a l  o p e r a t i o n s  o f  t he  r e g u l a r  b u r e a u s  and  o f f i c e s  of  t he  D e p a r t -  
m e n t ,  a n d  (2) t h o s e  f u n c t i o n s  w h i c h  m u s t  o f  n e c e s s i t y  b e  b u i l t  up  in  
t h e  d e f e n s e  a r e a s .  

In line with the governmentwide "emergency relocation plan, " 
we have selected a site within an area assigned to us by ODM. We 
are planning all the detailed arrangements needed to operate a nucleus 
organization at the site, as well as to build up rapidly the organiza- 
tions that would be needed to discharge our responsibilities. This in- 
volves the selection of personnel presently employed in the Department, 
and also those people in industry who would be called back to operate 
emergency agencies. It entails storage at the site of operating records 
which we would need in an emergency, and also many administrative 
plans and actions to prepare for such an operation. 

I e x p e c t  t h a t  in  t he  n e a r  f u t u r e  o u r  p l a n s  w i l l  be  c o m p l e t e .  G i v e n  
s u f f i c i e n t  w a r n i n g  of  an  a t t a c k ,  we w o u l d  t h e n  b e  a b l e  to p i c k  u p  t he  
t h r e a d  of  o u r  D e p a r t m e n t ' s  a c t i v i t i e s  "and be  in  a p o s i t i o n  to do  t h o s e  
t h i n g s  f o r  w h i c h  we a r e  r e s p o n s i b l e  u n d e r  t h e  a s s i g n m e n t s  m a d e  to u s  
by  t h e  O D M .  

In this talk I have given you a resum~ of our functions, activities, 
and problems. If I have skipped some that are of special interest to 
you in connection with your studies, perhaps I can fill in the gaps dur- 
ing the discussion period to follow. 

C O L O N E L  B A R T L E T T :  S e c r e t a r y  M c K a y  i s  n o w  r e a d y  f o r  y o u r  
q u e s t i o n s .  

Q U E S T I O N :  I h a v e  b e e n  in  A l a s k a  a s  a n  o b s e r v e r  a n d  n o t i c e d  
t h e  p r o b l e m s  t h a t  t h e  i n d u s t r i e s  t h e r e  h a v e  in  g e t t i n g  d e l i v e r i e s .  
H a s  a n y  c o n s i d e r a t i o n  b e e n  g i v e n  to s u b s i d i z i n g  t he  r a i l r o a d  s o  i t  c a n  
m a k e  b e t t e r  d e l i v e r i e s  to t he  i n d u s t r i e s  up  in t h e  A r c t i c ?  

25 



S E C R E T A R Y  McKAY:  No. Not p a r t i c u l a r l y .  You p r o b a b l y  a r e  
th ink ing  of the r e m a r k  that  the G o v e r n o r  of A l a s k a  m a d e  that  the r a t e s  
on the s t a t e s i d e  r o a d s  a r e  too high on th ings  go ing  to A l a s k a .  

Now, we have  525 m i l e s  of t r a c k  up t h e r e  going f r o m  S e w a r d  
n o r t h  to F a i r b a n k s .  The  G o v e r n m e n t ,  the t a x p a y e r ,  has  put  about  150 
o r  160 m i l l i o n  d o l l a r s  in to  that  r a i l r o a d .  It has  b e e n  o p e r a t i n g  at  a 
l o s s .  So when we c a m e  in, we f i r e d  the m a n a g e r .  Then  we went  to 
a l i t t l e  c o m p a n y ,  the S o u t h e r n  P a c i f i c ,  and a s k e d  the p r e s i d e n t ,  M r .  
R u s s e l l ,  f o r  a m a n  to run  that  r a i l r o a d .  We told h i m  we wan ted  a 
young  m a n  who is c o m i n g  up and m i g h t  be p r e s i d e n t  of the r a i l r o a d  
s o m e  day .  We w a n t e d  s o m e o n e  who was  an o p e r a t i n g  man ,  not  a t r a f f i c  
m a n .  So they  s e n t  us F r a n k  Ka lbaugh ,  f o r m e r l y  m a n a g e r  of the Ogden  
d i v i s i o n .  

The f i r s t  th ing  he did was  r e a p p r a i s e  the s y s t e m .  He found it 
o v e r s t a f f e d ,  as  m a y  happen  s o m e t i m e s  in G o v e r n m e n t  a g e n c i e s .  So 
he  cut  the e m p l o y m e n t  f r o m  s o m e  2,400 down to s o m e  1 ,900 .  He i m -  
p r o v e d  the s e r v i c e  by s t o r e - d o o r  d e l i v e r y  at the L C L  r a t e .  He cut  
the f r e i g h t  r a t e s  in F e b r u a r y  1954. And he m a d e  about  750 thousand  
d o l l a r s  the f i r s t  y e a r .  This  y e a r  we a r e  going to do b e t t e r .  In F e b -  
r u a r y ,  which  is a r e d  m o n t h  o r d i n a r i l y ,  we m a d e  a p r o f i t .  I th ink  
that  this  y e a r  we wi l l  m a k e  doub le  what  we m a d e  l a s t  y e a r .  

The q u e s t i o n  c o m e s  up then w h e t h e r  what  we would l i ke  to do 
with this  r a i l r o a d  is to m a k e  it s e l f - s u s t a i n i n g ,  wi thout  h a v i n g  to go 
to C o n g r e s s  e v e r y  y e a r  and a s k  for  m o n e y  to bu i ld  a b r i d g e  t h e r e  o r  
s o m e t h i n g .  The q u e s t i o n  is w h e t h e r  we shou ld  s u b s i d i z e  that  r a i l -  
r o a d  and r e d u c e  the f r e i g h t  r a t e s .  

I h a v e n ' t  b e e n  i n t e r e s t e d  in that .  I s u p p o s e  it has  i ts  po in t s .  
But  that  is  one  of t h e s e  s u b j e c t i v e  th ings .  A l a s k a  is  a t r e m e n d o u s l y  
e x p e n s i v e  p l a c e ,  you know.  E v e r y t h i n g  you bui ld  t h e r e  is t r e m e n -  
d o u s l y  e x p e n s i v e .  It c o s t s  50 c e n t s  to get  y o u r  s h o e s  s h i n e d  and two 
and a ha l f  d o l l a r s  fo r  a h a i r c u t .  They  s a y  it is  the f r e i g h t .  T h e y  
b l a m e  the f r e i g h t  fo r  e v e r y t h i n g .  Mi lk  is f r o m  40 to 60 c e n t s  a q u a r t  
in F a i r b a n k s .  Up w h e r e  I was ,  at  P o i n t  B a r r o w ,  you would l i k e  to 
have  s o m e ,  p e r i o d .  You c o u l d n ' t  ge t  it at any  p r i c e .  

QUESTION: I would like to ask a question relating to this pe- 
troleum committee that passes on questions of international trade. 
As I understand it, over the long haul we are going to need more pe- 
troleum and other resources than we have in this country now. As I 
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u n d e r s t a n d  i t ,  t h e  d e c i s i o n  of  the  c o m m i t t e e  w a s  to p u t  s o m e  r e s t r i c -  
t i o n s  on  the  i m p o r t a t i o n  of  c r u d e  o i l .  At t he  s a m e  t i m e  t he  r e p o r t  
s u g g e s t e d  t h a t  we  o u g h t  to p u s h  o u r  e x p o r t s  of  c o a l  a b r o a d .  H o w  a r e  
we  g o i n g  to p e r s u a d e  o u r  f o r e i g n  f r i e n d s  of the  w i s d o m  of  t h a t  p a r t i c -  
u l a r  p o i i e y  ? 

SECRETARY McKAY: Of course, we do need to have access to 

foreign oils, particularly in the Caribbean area, because out in the 

Middle East, if we get in a war, we would lose some shipping. We 

also need business. Venezuela has bought a lot of things in this coun- 

try. A lot of pressure was put on me last year to put some regulations 

on the amount of imports, based upon our own needs. I am opposed 

to Federal regulations on private business except as a last resort. 

T h e  s u g g e s t i o n  in t h e  r e p o r t  of  {he P r e s i d e n t ' s  A d v i s o r y  C o m -  
m i t t e e  on  E n e r g y  R e s o u r c e s ,  to w h i c h  I a s s u m e  you  a r e  r e f e r r i n g ,  
w a s  t h a t  1954 b e  t he  b a s e .  J u s t  r e a d i n g  b e t w e e n  t h e  i i n e s - - w e  h a d  
b e t t e r  b e  c a r e f u l  a b o u t  h o w  we do it;  l h e r e  a r e  o n l y  f i v e  o r  s i x  c o m -  
p a n i e s  t h a t  a r e  i m p o r t i n g  c r u d e  o i l  and  we h a d  b e t t e r  b e  a l i t t l e  c a r e -  
fu l  n o t  to  r e s t r i c t  t h e m  too  m u c h .  

N o w ,  t h e y  m i g h t  s t a n d  s o m e  r e g u l a t i o n .  B u t  y o u  m u s t  n o t  f o r g e t  
t h a t  t h e y  c a n ' t  g e t  t o g e t h e r  a n d  s a y  " T h i s  is  i t ,  " b e c a u s e  o f  the  S h e r -  
m a n  A n t i t r u s t  A c t .  B u t  we do  n e e d  e x c h a n g e  t r a d i n g  on  m o s t  of  t he  
t h i n g s  we  p r o d u c e  w h e r e  we h a v e  s u r p l u s e s .  We n e e d  to s e l l  t h e m  
a b r o a d .  I t  i s  a v e r y  d e l i c a t e  q u e s t i o n  to b a l a n c e . i n  y o u r  t h i n k i n g  b e -  
t w e e n  o u r s e l v e s  a n d  t he  o t h e r  p e o p i e .  In  o t h e r  w o r d s  i t  i s  a v e r y  f i n e  
l i n e .  

T h e y  s a i d  a l s o  in  o n e  r e p o r t  t h a t  a s t r o n g  d o m e s t i c  e c o n o m y  i s  
e s s e n t i a l  to a s t r o n g  d e f e n s e .  F o r  i n s t a n c e ,  l e a d  a n d  z i n c  a r e  t h i n g s  
in  w h i c h  we w e r e  d e p r i v e d  of  i m p o r t s  f r o m  a b r o a d  d u r i n g  W o r l d  W a r  II  
a n d  K o r e a .  S u b m a r g i n a l  m i n e s  w e r e  o p e n e d  up  w i t h  s u b s i d i e s .  W h e n  
y o u  l o o k  b a c k  a t  w h a t  we  d i d ,  s o m e  t h i n g s  a p p e a r  to h a v e  b e e n  m i s -  
t a k e s ,  a n d  i t  s e e m s  e a s y  to t h i n k  " W h a t  d u m b  p e o p l e  we a r e  in  W a s h -  
i n g t o n ,  r, It  i s  e a s y  e n o u g h  to q u a r t e r b a c k  on  M o n d a y  m o r n i n g  a b o u t  
s o m e  of  t he  t h i n g s  t h a t  we d i d .  

W h e r e  t h e y  m a d e  t h e i r  m i s t a k e  w a s  to h e l p  c o m p a n i e s  ou t  on  
t h i s  p r i c e  s i t u a t i o n .  T h e  p r i c e  w e n t  d o w n  h e r e ;  y e t  we  w e r e  b u y i n g  
t h e  s a m e  t h i n g  f r o m  f o r e i g n  c o m p a n i e s  a t  20 c e n t s ,  w h i l e  o u r  o w n  
m i n e s  w e r e  g e t t i n g  o n l y  12. We wi l l  n o t  m a k e  t h a t  m i s t a k e  a g a i n .  
If we  s t a r t  s u c h  a p r o g r a m  a g a i n ,  i t  w i l l b e  s t  t he  m a r k e t  p r i c e .  
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B u t  i t  i s  a v e r y  d e l i c a t e  s i t u a t i o n  and  a l w a y s  r e q u i r e s  v e r y  c a r e -  
fuJ w o r k  on t h e  p a r t  o f  e v e r y o n e  c o n c e r n e d ,  b e c a u s e  we k n o w ,  m o s t  
of  u s  h e r e  t o d a y ,  t h a t  we j u s t  c a n ' t  l i v e  h e r e  a l o n e  a n d  n o t  t r a d e  w i t h  
t h e  o t h e r  p e o p l e  o f  t h e  w o r l d ,  a n y  m o r e  t h a n  we in A m e r i c a  c a n  h a v e  
a h a n d f u l  of  p e o p l e  r i c h  a n d  the  r e s t  g o i n g  h u n g r y .  T h e  w o r l d  c a n ' t  
go  on  w i th  s o m e  p e o p l e  s t a r v i n g  to d e a t h  and  o t h e r s  l i v i n g  in l u x u r y .  

B u t  I d o n ' t  k n o w  the  a n s w e r .  It t a k e s  s m a r t e r  p e o p l e  t h a n  I a m .  
It  t a k e s  an  a w f u l  l o t  o f  t h i n k i n g  on  s o m e  of  t h e s e  t h i n g s .  

Q U E S T I O N :  M r .  S e c r e t a r y ,  I a m  a s k i n g  t h i s  q u e s t i o n  b e c a u s e  
I t h o u g h t  p o s s i b l y  I m i g h t  g e t  a f o r e c a s t  o f  w h a t  t h e y  m i g h t  d e c i d e  to 
do  in  t h i s  t a x  a m o r t i z a t i o n  b u s i n e s s  t h a t  y o u  s p o k e  a b o u t .  Y o u  m e n -  
t i o n e d  t h a t  a c o n c r e t e  b u i l d i n g  w o u l d  be  w r i t t e n  of f  in  50 y e a r s .  T h a t  
w o u l d  m e a n  2 p e r c e n t  e a c h  y e a r  w h i c h  y o u  s a y  t h e  G o v e r n m e n t  w o u l d  
a l l o w .  

I was under the impression that the Government, despite the 
fact that this might be the usual rule, would allow a particular individ- 
ual or corporation to capitalize such a building in 25 years, or some 
figure within reason, let us say, and write if of! at 4 percent of the 
capital cost. I am asking this question because I thought I might have 
misunderstood you. I thought the Government was quite flexible in 
this business. I thought that if some particular individual wanted to 
write that building off in 25 years, at 4 percent, it was perfectly pos- 
sible for him to do it. Of course you would have to adjust it with the 
tax people. But I thought that the Government was quite lenient in 
extending the length of time that the building could be written off. 

S E C R E T A R Y  M c K A Y :  As  a t a x p a y e r  I w o u l d  h a v e  to d i f f e r  w i th  
y o u  b e c a u s e  t h e y  c e r t a i n l y  w o u l d n ' t  do  i t  f o r  m e .  S i n c e  W o r l d  W a r  II 
I h a v e  b u i l t  t h r e e  b u i l d i n g s  in  S a l e m  to a c c o m m o d a t e  m y  b u s i n e s s .  
T h e y  h a v e  c o n c r e t e  w a l l s  a n d  u n d e r s t r u c t u r e .  T h e  G o v e r n m e n t  o f f i -  
c i a l s  o f f e r e d  o n l y  o n e  c h o i c e  to m e  and  I c o u l d  n o t  t a l k  t h e m  o u t  o f  i t .  
M a y b e  I d i d n ' t  h a v e  t h e  r i g h t  k i n d  of  i n f l u e n c e .  B u t  "50  y e a r s "  w a s  
w h a t  t h e y  s a i d .  

That is something on which I have no quarrel as a taxpayer. 
I am not talking as the Secretary of Interior now, b~t as a taxpayer. 
Some people, in those postwar days when profits were big, liked to 
write it off as fast as possible, because they were going to make 
money and the Government was- going to pay a half of it. When they 
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c o m e  to t h e  p o i n t  w h e r e  t h e  p r o f i t s  a r e  n o t  b i g  t e m p o r a r i l y  a n y  m o r e ,  
y o u  c o u l d n ' t  e x p e c t  t h e m  to do  i t .  B u t  y o u  s t i m u l a t e  b u s i n e s s  u s u a l l y  
b y  o f f e r i n g  t h i s  f a s t  w r i t e o f f .  

F o r  i n s t a n c e ,  in  the  a u t o m o b i l e  b u s i n e s s ,  i f  y o u  c o u l d  s a y  to a 
g a r a g e m a n ,  " Y o u  c a n  w r i t e  of f  t h i s  h y d r a u l i c  p r e s s  in  5 y e a r s  i n s t e a d  
o f  15,  " I a m  n o t  s u r e  a b o u t  r i g h t  n o w ,  b u t  in  the  p a s t  y o u  c o u l d  s t i m -  
u l a t e  b u s i n e s s .  E v e r y  s a l e s m a n  in  t h e  U n i t e d  S t a t e s  who  w a s  s e l l i n g  
s u c h  t h i n g s  to g a r a g e s  c o u l d  h o l d  o u t  t h a t  i n d u c e m e n t ,  a n d  h e  c o u l d  
s e l l  m o r e  m a c h i n e s  t h a n  y o u  c o u l d  s h a k e  a s t i c k  a t .  T h e  g a r a g e  o w n e r  
w o u l d  f i g u r e  t h a t ,  w h i l e  t h i s  w o u l d  i n c r e a s e  h i s  c a p i t a l  e x p e n s e  n o w ,  i t  
w o u l d  u l t i m a t e l y  c o m e  b a c k  to h i m .  B u t  i f  y o u  w a i t  u h t i l  t h e r e  a r e  n o  
p r o f i t s ,  h e  w o u l d n ' t  s e e  a n y  i n c e n t i v e  in  i t .  

On  t h i s  b u s i n e s s  of  t he  c o n c r e t e  b u i l d i n g ,  w h e r e  I f o u n d  in  m y  
e x p e r i e n c e  t h a t  I c o u l d n ' t  g e t  i t  d o w n  l e s s  t h a n  50 y e a r s ,  I a m  n o t  g o i n g  
to q u a r r e l  w i t h  t h a t ,  b e c a u s e ,  w h e n  t h e  b u i l d i n g  b e c o m e s  o b s o l e t e ,  I 
c a n  t e a r  i t  d o w n .  T h a t  i s  w h a t  h a p p e n s  to a l o t  o f  b u i l d i n g s  in  A m e r i c a  
o n  t h e  l o c a l  t a x  l e v e l .  If y o u  h a v e  a n  o b s o l e t e  o f f i c e  b u i l d i n g  w h i c h  
c a n ' t  r e t u r n  e n o u g h  to p a y  f o r  t h e  t a x e s  a t  t h e  l o c a l  l e v e l ,  y o u  t e a r  i t  
d o w n  o r  d o  s o m e t h i n g  e l s e  to s t r a i g h t e n  t h i n g s  o u t .  

U n d e r s t a n d  n o w ,  I a m  n o t  q u a r r e l i n g  w i t h  t he  G o v e r n m e n t  a b o u t  
t h i s  t h i n g  a s  a t a x p a y e r .  I a m  j u s t  s t a t i n g  f a c t s .  I n e v e r  h a d  a n y  l u c k  
q u a r r e l i n g  w i t h  m y  w i f e ,  a n e w s p a p e r ,  o r  a t r a f f i c  c o p .  Y o u  c a n ' t  
w i n .  So w h e n  d e a l i n g  w i t h  the  I n t e r n a l  R e v e n u e ,  y o u  h a d  b e t t e r  be  in  
a g o o d  h u m o r .  

C O L O N E L  B A R T L E T T :  S e c r e t a r y  M c K a y ,  on  b e h a l f  o f  t h e  two  
c o l l e g e s ,  I t h a n k  y o u  f o r  a m o s t  i n f o r m a t i v e  l e c t u r e  o n  t he  r o l e  o f  t he  
D e p a r t m e n t  o f  t he  I n t e r i o r  in  e c o n o m i c  m o b i l i z a t i o n .  

(16 May 1955--450)S/feb 
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