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' Honorable John D, Small, Chairman of the Munitions Board, was
born at Palestine, Texas, 1l October 1893. He was graduated from the
U. S. Naval Academy and commissioned an ensign on S June 1915. He
received his M,S, degree from Columbia University in 1920, On 2l

- April 1926 he resigned his Navy commission as a lieutenant to enter
private industry. He served as executive vice-president of the Dry
Ice Corporation of America from 1926 to 1932, when be became Western
Manager of Publicker, Inc., the position he held until 1941, He was

~ called to active duty with the Navy as a commander in February 1942
and appointed deputy director of the Army and Navy Muntions Board,
in which position he served until March 1944, The following six

- months he was head of the Navy Material and Products Control Division;
"during that time he served as landing craft coordinator with the first
Allied troops to land on the Normandy beaches on D-day. For outstand-
ing service in those two assignments, he received a Letter of Commenda-
tion from the Secretary of the Navy, On 22 September 194k Mr, Small
became executive officer and chief of staff to J. A, Krug, chairman
of the War Production Board; for outstanding services in the reorgani-
zation of the Navy's production program and in the development of the
Controlled Materials Plan, he was awarded the Legion of Merit. On.

3 November 1945, with the rank of commodore, he was temporarily
assigned as administrator of the Civilian Production Administration.
He was relieved from active duty on L February 1947 and became presi-
dent of Maxson Foods Systems, Inc. In 1949 he became vice-presidemt
of Emerson Radio & Phonograph Corporation, which post he resigned upon
appointment by President Truman on 10 November 1950 as Chairman of
the Munitions Board, and sworn into office 16 November 1950, under a
recess appointment, His appointment was unanimously confirmed by
the Senate on 5 December 1950, .
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CURRENT OBJECTIVES, PROSLEMS, AND PLANS A5
OF THE MUNITIONS BOARD -

~ GENERAL HOLMAN: Gentlemen, I am sure that this audience understands
full well the important position that the Munitions Board occupies in
our national defense structure, I am equally sure that you all realize
that the Board's responsibilities are both varied and heavy. I am not
so sure that we have a clear picture of how the Munitions Board gets its
Jjob done,

Today we will have the opportunity of learning firsthand about the
"Objectives, Problems, and Plans of the Munitions Board,"

Qur speaker, the Honorable John D, Small, has been Chairman of that
important defense agency since November 1950, He was graduated from the
Naval Academy and has served as a Naval officer for 1l years before
entering on a business career in 1926, Back in the Navy in World War
I, he served as deputy director of the Army and Navy Munitions Board
and as chief of the Navy's Material and Products Control Division,
attaining the rank of commodore. . :

Since 194l Mre. Small has served our Government in such key civilian
positions ‘as executive officer of the War Production Board and as admin-
istrator of the Civilian Production Administration.

Mr, Small has honored the two colleges with talks in previous years,
dating as far back as 1946, It is a real privilege to have him with us
again this morning. '

Mr. Small.

MR. SMALL: Thank you, general. Gentlemen, I am delighted to be
here with you againe. I told the general that I was going to talk off
the cuff about some of the realistic things we are up against. There
is no point in my talking to you about the organization of the Munitions
Board or where it stands in the Department of Defense. I think you know
all that and you would probably be bored with hearing about it,

Our country is, as you read in the papers every day, in a very
dangerous position == a very dangerous period of tension. I feel very
strongly that the Soviets, who have repeatedly told us and who have
boldly preached that they intended to dominate the world, have not
changed their intention one iota. I think they figure that they had
gone about as far as they thought they possibly could by infiltration,
by internal subversion tactics, by the imposition of fear on neighboring
countries, in their cold campaign to set up buffer states. They have
- set up euch buffer, sstellite states, as you know, in eastern Europe;
they have done it in China; they are probing and pressing at various
points around their vast periphery. I think they finally decided they
would shift their method of attack a little and go into Phase 2,.or the
use of satellite forces, as they did in Korea first by the North Korean
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attack, later by the entry of the Chinese Communist troops into action,
Where will they hit next? I don't know. But I am convinced they
will continue their efforts to dominate the world by communism. If they
prevail whether we call it Soviet domination of Communist domination,
‘it would take away from us everything we hold dear. Korea to them is
just an incident. It is not a major campaign in their thinking. I think
they were probably rather shocked at the initial reaction to Korea, and :
that they were considerably concerned sbout the way in which we started
a great rearmament program to create strength both here and abroad,

But Ithink perhaps they said to themselves, "Well, this isn't so
bad. ®Let these fellows get all wound up in economic control measures
and in the conversion of industry into war production, and when they get
about halfway through that conversion, we will start the cooing~dove~of~
peace stuff. Knowing the American public, that will start them on the
downgrade again. They won't vote the money needed for defense. They
will clamor for tbusiness as usual'! and will force reconversion. If we
put them on that kind of roller ¢oaster, we will win this war without
using a soldier, We will win it economically."

That is my opinion of the present situation. While I am not a
crystal-ball gazer, I think we are in the greatest danger of our history.
We are in a period of great tension where anything could happen-~by ac=-
cident if not by intention~-and we might be plunged into all-out war at
any moment--certainly by intention if the Soviets think the ¢limate is
vavorable; by accident almost anywhere around the periphery. Therefore,
our job in this country is to create strength, the minimum strength set
. by the Joint Chiefs, to put us in a posture for which we could move fore
ward rapidly. -

In December of 1950-~I came down here in November--we adopted a
national policy, to which the Department of Defense agreed, that we
would create a minimum of strength, that we would build as rapidly as
we could industrially toward the creation of weapons that we needed, up
to a certain plateau. That plateau would be one with which we could
live and which we could endure economically and socially. Even should
this period of tension last a few years, it would not wreck the country.

In other words we said we are not going to go all out and increase
our weapons production precipitously, because if we did do that, by any
' calendar-year date that you want to mention, we would at some point ac-
cumulate all of the individual munitions-~be it undershirts, tanks,
bazookas, or anything else you can think of. We would have them piled
in stockpiles all over the country, most of them becoming obsolete rap=~
idly, and we would have to shut down production lines because we as a
- country can't afford that terrific pace of all-out mobilization and con-
tinue it over a long period of years, There is a calculated risk in our
" policy of partial mobilization., The calculated risk is pretty great. I
for one was a little dubious about it a year ago., However, time has
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proved that this calculated risk was weil taken and that the course
adopted than was sound. We are continuing that. peliey,

At this time there are many people~-this is particularly true in
an election year when people are very vocal=-who s3y we have beem
going too slow; we have to speed up and go all.out. On the other
hand there are many--and they are increasing in number~-who say,

"We are going too fast. We are not really in very great danger.
Those fellows won't attack use We are putting too tight clamps on
the economy. We ought to slow down.” I think all of them are
wronge I am convinced of it. I think this middle course which we
are pursuing is a sound one and it is one that we can live with as a
country, .

As you know, the thing that we are doing in rearmament--have
been doing for a year-=is to take the strength that the Joint Chiefs
tell us they need-~-so many air groups, so many divisions, so many
war ships--which is thus translated into weapons by the Departments.
Then they work those weapons into schedules of production, taking
into account all the aspects of industrial feasibility--can a plant
produce what we want them to produce in time? Uther considerations
in scheduling production also are of primary importance. Let me
enumerate some of them.

We shall not procure in advance of need. For example, there is
no use piling up all the undershirts, say, to go on the soldiers in
an armored division a year or a year and a half ahead of the tanks
for that division. Long lead~time and short lead-time items must be
properly phaseds In that way it is possible to get what you need
without terrific pressure pricewise and productionwise.

We have always had in the services, and still have, a great
inclination to do things the easy way, buy all you can possibly buy
in a he-= of a hurry, and then forget about it, put it in the store-
room. Certainly there have been enough policy pronouncements and
dictums and exhortations by everybody saying "Don't do it,"™ but
some people still do ite I szy to you that, as you go out, realize
-that some of these exhortations are solid common sense and should be
implemented correctly. :

Another one of the policies inherent in our work is to broaden
the mobilization basas We don't want to be dependent on one supplier
or two suppliers for any given item, We will try to bring in a half
dozen and have the production lines warm, running not at full speed
but at slow speed so that, should all-out war come upon us at any
moment, we can start pouring material into those plants and get them
producing in large volume. By running them at slow speed, we can
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keep several lines running, whereas if we run them at high speed,
we can only have one or two lines, without accumulating terrific

stocks of stuff--which, as I said before, we do not want to do.

There are other angles of policy involved in this thing. We all
sgy and I am sure we believe that one of the foundation stones of
our economy is small business, and we should maintain small business,
keep it in being, and not let it be destroyed during this period of
partial mobilization. The normal human inclination of some contract-
ing officers is to say, "Well, General Electric, General Motors, or
. any one of 100 or 200 big firms can do the job; we can rely on then".
Some heavy concentration on the larger firms has occurred, but it is
less than it was during the past war. In other words we have been
doing a better job of this thing than we did the last time.

It is perfectly obvious that the small manufacturer cannot take
a contract for a tank, a heavy gun, an airplane, or a whole host of
what we refer to as major items of equipment. The airplane, the
tank, and the gun are just typical examples. There are in the supply
system about 700 major items of equipment that represent close to
70 percent of the procurement dollar, Out of every dollar we spend,
about 70 percent goes into those major items of equipment for much
of which you cannot give a small manufacturer a prime contract. When
you add to that the other large areas of procurement--for example,
petroleum=~the o0il companies are all big business; the food companies,
packers, and so on are all big business, if you can use the classical
definition of small business as those employing less than 500 pecple-=-
when you add up the major items of equipment, plus petroleum, food,
and so on, you will see that the amount of the procurement dollars
left which can be called legitimately applicable to so-called "small
business" is not too great. ,

- I would say that only around 30 percent of our procurement
dollar could possibly be handled by small business. The fact is,
that we haven't done so badly in the services in taking care of small
business when we use some such measuring rod as that. In November
264,11 percent of our procurement dollar was going to small businesse
Not bad, if 30 percent is in fact a realistic measure of the amount
of munitions work that .small business is equipped to handle. We
shall never be able to get any measure that anybedy who is a prota=-
gonist for small business will say is right, but I just give you the
reasoning I follow when I say that in my opinion we are doing pretty
well. e )
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At the time of the last war we had the Smaller ‘War Plants
Administration. It boasted--and congressional committees are
boasting still-~zbout the fact that the Small War Plants Admine
istration, working with the procurement officers, during the L2
months of the emergency, was able to get about 6 billion dollars
worth of contracts for small business. In the year and a half be-
tween the outbreak in Korea and December 31, the military services,
without any prodding from the Smaller War Plants, had already
given small business over 8 billion dollars worth of contractss 1
thlnk that is pretty goode

Another measure of how small business is faring can be inferred
from metal-working firms, as the great bulk of our procurment is in
metzle The small metale-working firms, since Korea, have increased

~ their employment 26 percent, that is those with less than 100 people;
those having between 100 and 500 people have increased their employe
ment by 2l percent; and firms employing over 500 people or so-called
"big business" have increased their employment only 10 percent=-
which is another clear indication that we are not d01n~ so badly in
puttlng work into small business firmse

The problems of the procurement officer in this partial ﬂoblll-
zation period are multiplied tremendously. A4s you know, military
procurement is effected through contracting officers of the Army,
the Navy, and the Air Force, lccated throughout the country. Their
business is to get the material in the quantity, quality, and time-
required to meet the needs of the defense programe. At the pressnt
time, their task has become most complex, due to the multitude of
considerations now affecting contract placement and lack of guidance
*as to which of these is controllings An incomplete list would
include: _ .

, 1. . Get the most for the Government'!s money.
@ 2+ Do not buy in advance of need, :
. Favor small businesse.
h. Favor distressed labor areas. '
5. Favor firms receiving low allotments of controlled
materials., ~
6, Maintain economic equity between geographie areas
.- -~ and groups in the U.S,
- Te Broaden the industrial base.
8+ Encourage the disperasl of industry.
9. .Avoid concentration of economic power and support
the Govermnment's antimonopoly program.
10, Enforce all boiler plate contracts such as:
a. Antidiscrimination
be WalsheHealey
‘¢e Fair labor standards act
- de Compulsory subcontracting
1l. Give effect to moblllzatlon planning act1v1t1es.
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There is, as you might expect, a wide divergence of opinion
on every one of these subjects that comes ups If you want to pub
work into Lowell, Massachusetts, the whole South gets up in arms
because it is taking work away from them. If you want to disperse
to give some measure of security against the A-bomb, you are ruining
Detroit.

L
Bz
7

At all events, our production schedules are finally firmed up
so far as the military can firm up anything, which is questionable
not only because we have no crystal ball to tell us exactly what is
going to happen, when and where, but also because we don't know what
appropriations we will receivee.

However, I believe we have now a mechanism through a new system
- which has been set up-e~about which you may or may not have heardw-

- called the U36 system, named after the Department of Defense Form
Noe L36=--which contains approved production schedules--approved by
the Munitions Board for industrial feasibility, in conformity with
policy, and approved by the Comptroller as to funding., This L36--
backed up by data which says how many you want, why you want them,
how much you need in Korea, how much in western Europe--is the basic
foundation for our requirements. This requirements information
supports the ;36 which fixes the production schedule by companies and
establishes the time when deliveries are to be made by each company.
This is the first time that the military services have ever had con=
sistent, coherent, fundamental, solid rock from which to be able to
tell people what they are doing, what they plan %o do, what tley ine-
tend to do, and what the impact will be because this L36.ean te used
to translate the items to be produced into materials, particulary
copper, steel, and aluminum, but also a host of other scarce stra=-
tegic materials such as nickel, cobalt, and many others. This
translation becomes a realistic, practical figure which we can sube
stantiate and justify, and then stand up to be counted when the chirps
are down. Therefore, I think we have made a tremendous advance during
this past year in getting the L36 system into operation and in be=-
ginning to refine it. ,

In November which is the period of decision as to whether we
should go up faster, slow down a little bit, or go ahead on the .
plateau, the services priced out what they thought they had to have
in the fiscal year 1953=-funding for procurement is really the
pricing of the end-item schedule that I have been talking aboute-
and it ran up to 71 billion dollars. That is a lot of money. They
are not going to get it from the Hill. - Our total will probably be
around 52 billion dollars plus construction=-call it 55 at most--
which is far different from 71 billion.

6
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Now to take the 71 figure and reduce it to 55, then divide that
among the programs, and go back and change these schedules and adjust
everything is a big job. Nobody has a magic wand they can wave and
get it done. It just doesn't work that way. It is an enormous jobe
A1l the services are presently engaged on it and are making progress,
but they can't come up with the answers at least until the end of
this month, in my opinion. Even then, it will not be 100 percent
complete by any manner of means. :

The net effect of the rescheduling will mean, I think, prace
tically no change in the Navy program. I had thought there was
going to be a change downward in the Army program. There is no
change in the number of end products, as you all know, but it is a
question of when you will get it. The stretch-out I thought would
possibly cause a change downward in the Army program, but simle
taneously we have been told to spced up end items for European sup~
ply, and the combination of the two=-the spread-out on one side and
the speed-up on the other--will probably work out to zbout the same
program which the Army had planned, : ‘

There will be no change in ammnition which is a big copper
user. The ammunition takes about 80 percent of military coppers.
Copper is extremely tight--no signs of any easing in copper. The
big user of alumirum is the airplane, There is a phasing down of
airplane production. I will call it a stretch=out rather than a
cuttingback because it is not a cutback. I ‘have to keep preaching
that to the newspaper people who belabor us about it. There will be
a reduction in the take of aluminum for the airplane program and that
probably will have a major effect on the civilian economy. ‘

Now the three basic materials in the civilian economy are
steel, copper, and aluminum, We are currently taking about, roughly,
10 or 11 percent of the carbon steel of the country. That is not
mich, That is doable and we can do it without causing any terrific
shock. We have taken a little over 30 percent of the copper, and
roughly 50 percent of the aluminum, which is pretty rough at the
moment, _ v : o

Both we and Atomic Energy are very heavy users of alloy and
nickel stainless steel, and all the high temperature materials. Our
take is far greater than the percentages I have been talking about.
On some things, we take practically all that is available-=as in the
case of columbiume Structural steel is the tightest steel product,
with carbon steel plates next. Carbon steel in other forms is get=
ting looser., Steel capacity in the country went from 100 million to
108 million tons during the past year and is expected to go up to a
yearly rate of 117 million to 120 million tons by the end of 1953,

7
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- If, in this peried, we can continue without any upsurge in the
military program, our take of steel and aluminum will become progres=-
sively less, percentagewise, than it is at the moment. The second
quarter of the present calendar year will be the highest quarter of
military take of metzl that we will run into, taking into account tle
probable fiscal year 1953 funding and the spread=-out,  From here ony
our take should grow less, with the possible exception of aluminum,
of which the tonnage take will increase slightly, not very much, but
a little, particularly in the first couple of quarters in the calendar
vear 1953, However, we have new aluminum capacity coming in at a far
greater rate than our usage will be going up. Therefore, there will
be more and more aluminum available for other things in the months
and quarters ahead. ’ o

I might point out that in this mobilization effort, there are
things other than military items that are called "defense®. They
like to tag the "defense® name on everything. There is going on in
. our country--has been going on during 1951 and is contimuing into

1952--a tremendous expansion of resources of one kind or another,
. such as plant expansion, plant modernization, new steel mills, new
aluminum mills, new public utilities, new refineries, agricultural
' machinery, and so on. DMost people don't realize how great this ex-
pansion ise. The steel and copper going into this expansion and
modernization program is much greater than the military share; it is
mach greater than the military share plus the "B" products components
that go into our end products or even into civilian material, with
the exception of aluminum. This expansion of resources is the thing
that is really causing the situation on consumer durable goods aboub
which you hear everybody crying. Its impact is much greater than
ours but we get blamed for it because of the word tdefense™,

You hear a great deal on the radio and from newspaper columnists
today about military waste. It seems to me maybe there is a con=-
- certed campaign going on lLecause our appropriation bill in on the
Hill., They are dragging up every dead cat we .have ‘had for years.
You may have read about Admiral Charlie Fox the other day, "Oyster=
for Charlie." .He was accused of buying 11 million oyster forks. In
the first place, he didn't buy them. Secondly, there weren't that
many--there were only 10,000 dozen--and they were bought. in 1943e

There were a lot of things that our people did in 1943 which
have been changed since. Go down item by item in the so~called
“chamber of horrors" up on the Hill, a lot of things are dragged
- out, 90 percent of which can be justified, clearly justified, if
- we were asked for the factse Bub usually they prinmt the story
without asking for the facts. The actual facts are usually not news-
worthy. It is much easier to say: "It makes a good headline; let
us rap them.® -
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I think all of us should know that by and large a very remark-
able job is being done by our procurement people out in the field and
they are honest, sincerely objective people for the most part. There
are some sour apples which should be weeded out and which are being
weeded out as they are found. But in general they are following
sound policies and are doing a competent jobs Therefore, 1f somebody
happens to say to you, "What about this one?" You say, "Let me- get
the facts first." Because usually the facts are not what they look
like on the surface. One that amused me, I think it was on an air
base where they used coffee for floor cleaning. Of course, that was
not trus, but it got a lot of headlines because they were accused of
using coffee for cleaning floors. Probably a can of coffee was
spilled and somebody swept it up and that was the genesis of thate.

' The Munitions Board is the protagonist for the military depart-
ments for requirementds We have to examine the requirements from the
military departments, which, as I said, flow from the Joint Chiefs
plans into production schedules, into time periods, into materialse
If you think that is a bed of roses, you are crazy. The fellows who
feed this information upstairs are never on the short side, you may
be sure of thate There is always enough to take care of slack. But
by and large we have been getiing what we need except for spot.
things, such as aluminum forgings. We have had some trouble with
copper, nickel, and bits and pieces here and there, but we have been
getting most of the things we need without creating chaos out in
industry. You can tell from over-all figures by the fact that unem=-
ployment is at a very low level nationwide. There is spotty unemploy=
ment, sure, Detroit, Wilkesbarre, because of the hard coal situation==-
Korea didn't cause that one; the movement of the textile industry
from the Northeast to the South--Korea didn't cause that.one, but we
are getting blamed for it anyway. So we in the Munitions Board have
to defend these requirements, make sure they are sound, make sure
they are good, that we don't require more than we need, cause unnec-
essary shutdowns.

One thing that I would like to stress which is another practical
 problem in this field is the so-called inverted pyramid, where a
~ great deal of our procurement, unbeknown to us, may rest on one
plant's supplying one component, and if that fellow is struck or has
a fire or something, it may affect a dozen of our programs because
they are all dependent on this single source for an essential compo-
nent, In many cases people don't even know about it because it is
far down the contract chain and we normally deal with the prime
contractor. On government-furnished equipment we deal with compo-
nents-=but we have no practical way of tracing down the chain and
picking out all these key spots which, by subversive action, fire, or
anything of the like, might really cause us to get into trouble.

9
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I think that everybody concerned with logistics should be very
alert to the fact that this situation exists and exists in greater
measure than we dream. An attempt should be made to figure out what
other system might be created to avert that possible danger--take
out an insurance policy. Whenever the services see it, they do avoid
it, but many times they don't know about it. We have found this
situation particularly where WPA has made an allotment of material to
companies throughout the country which are making various thingse-
ball bearings, small motors, critical components of one kind or
another., When we have asked the reason why a weapon had not been
produced, we have been told, "We couldn't get the key component,.m

* That is no answer. You have to go to the component maker and
find out why he didn't deliver on time. Nine times out of ten it
was because somebody didn't deliver something to them. You have %o

- go below him to find out who it was who didn't deliver and why. In

that time=~consuming fashion you get to the root of it and can cure
it overnight once you find the key to it., It is an enormously
difficult jobe

The other phases of our work--stockpiling, cataloging, procuree
ment, production schedules--are all phases of the same thing. The
production schedule represents procurement, represents production,
represents requirements so that when we talk about one of these, it
is indivisible from the others, : '

I feel heartened at the progress that is being made., We have
and will have difficulties on some of the weapons because they have
compressed research, design, and production and have tried to tele=
scope them all in together, with the Weapons in some cases having no
field test at ali. Certainly things turn up that we did not expect
and that no human could foresee, but for the most part those things
are being caught and we are getting at the heart of the muse of the

. trouble and are correcting it, Some of them have not yet been

solved but progress is being made. Production is beginning to go
with increasing speed. We have gotten momentum, We are beginning
to roll and I think we are on the highway to achieving the results
we all want and must have if we are to have national security,

This past year of work in the practical application of the
theories and planning that was done over past years to me has been
intensely interesting., It has not changed the major concepts that
we had during these past years. There have been no major changes in
the thinking--which is really to educate people in how to do it, how
to get it done fast, how to expedite, how to break bottlenecks. A
_great bulk of the work-~with which your predecessors here at the
school have had a great part--is, and has been demonstrated to be,
fundamentally sound. Yet here at the beginning of 1952-~a year and
a half after the Korean incident and nearly a year after the Chinese
moved into Korea--we are about at the point we were in 194li, in World
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War IT, in knowledgeability and skill in using these various industrial
control tools. We have to use priorities, allocations, scheduling,

and so on. I am heartened; it has been intensely interesting, bv* I
assure you considerably nerve-racking,

QUESTION: Why is it that some civilian products which use a
good deal of scarce materials can't be redesigned to use less scarce
materlals? I have in mind automobiles. For instance, we know Detroit
is having to shut down some of its plants; at the same time one
company is using 50 percent more steel in automobiles than was used,
say, 20 years ago. Cars are heavier. Take beer cans. Why can't
they use bottles. Why is there such rigidity in civilian products?

MR. SMALL: - Well, in the so~-called critical materials there is
a great deal of conservation and substitution work going on. It has
"been enforced on a lot of people , let us say, by saying, "We are
going to give you this much copper and this much aluminum, and you
are going to have to find other things to shift to or you won't pro=
duce." So they will automatically be forced to conserve.

Steel is not the problem in automobiles; it is copper and alumi-
nume They haven't as yet found a way of producing an automobile
radiator that doesn't use a considerable amount of copper. They have
tried various expedients; they don't work. They would love to find
a way of using aluminum, let us sagy, rether than copper in radiators.
At the moment the mills haven't enough orders for chrome steel and
chrome plating is not a problem, '

Civilian industry is debarred entirely from using some of the
critical things. Industry is allowed a small fraction of cobalt but
no columbite, columbium, and other things. Each one is considered
on its merits. But there is an enormous effort going on to substi-
tute easy-to-get materials for some of the tight materials.

Substitution is particularly important from our military point
of view in the case of the jet engine. The jet engine is a terrific
user of high-temperature alloys. Should all-out war come upon us, we
could not possibly produce the number of jet engines called for by
the mobilization plan with the amount of high~temperature alloy we
have or see in sight or have any possibility of getting.  The enly
answer is to design awgy from those particular alloys.

0f course, on other things a lot of progress has been made and
more progress must be made. We are beginning to get into things
which are in fairly easy ‘supply, such as ceramics, to replice high-
temperature alloys. But we haven't gotten there yets Ican assure
you, however, that a tremendous amount of work is going on. When I
I sgy work, I am not talking about theory. I am talking about the
work of actual substitution, actual conservation, reducing the
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amount of chrome and steel in an operation and changing over come
pletely to the use of less critical materlals within the services,
and in industry cenerally. :

Each one of the services gets out a report--once every couple
‘of months or three months-~of all they have done during that period
of time in conservation and substitution. Each reoort covers new
progresss They do not repeat what they said before, which shows
they are really in this seriously, because they realize we haven't
the staff and they must substitute., On the bottles and tin cans,
that is something over which we in the military, on our side of the
river, have no control., There are many who szy that a tin beer can
is no more evil than a tin tomato can and why should they debar one
and permit the other? The amount of tin metal used on those partic-
lar cans is not great. I would say that this subject is slightly
politicale I can understand the pressure they are under across the
river, but in the event of all-out war, naturally we would shift
very quickly and there would be no tin cans for any use that was not
vitale When we did that during the last war, we found that in spite
of maximum utilization of glass we didn't have enough tin for the tin
cans needed for the food crop. Does that answer your question?

QUESTION: Yes, it does, but I thought I read that there Wés a
dispute as to whether structural steel was going into automobiles or
schools recently. Wasn't there a dispute like that?

MR, SMALL: Yes, because it is used for automobiles and to build
schools. I mean to say, on the other side you have to balance--this
is not our problem again; it is across the river--the economic¢ advane
tages and disadvanbtages of the various things.

In the calendar year 1951 we built more schools than we ever
bullt in our history, considerably more than in the calendar year
1950. In 1952, with the allocations which have been laid out for
them, it will be the second-best year in history. So I don't think
schools are suffering to the degree that automobiles are, where we
have 130,000 people unemployed in Detroit because they are not makirg
automobiles. Those are difficult problems that have to be balanced
across the Natlon,

QUESTION: Where in the field of scarce materials are we hurbting
the worst or the most? By that I mean those for which we could
develop good substitutes. And are the sources for these musts in
the field of scarce materials going to remain available to us in case
of war and will thqy get into planning in that respect°

MR. SMALL Tou have to take that on a commodity~by=-commodity
basis, Let us take nickel, for example, ane of the tightest crit-
ical materials at the moment. The great bulk of the nickel is pro=-
duced in Canada. We just started to produce nickel oxide in Cuba
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which will help until our Canadian projects produce. Our Government

has gone into production at Falconbridge in addition to the Inter-
national nickel people.

‘We do get a little nickel from one of the French possessions
in the Pacific. It might be cut off, but I don't anticipate we would
be cut off from Canada.

Nickel will be tight all the way through. Because of atomic

"energy and because of jet programs, primarily, we still don't have

complete security in nickel or columbium. The bulk of the latter

" comes from Africa. Maybe we would be cut off from that. I don't

knowe The odds are not as great of being cut off from columbium as
they are of being cut off fram tin. You read in the paper every day
about the massing of Chinese Communist troops near Indo-China. Those
are two of the main sources of tin. Indonesia is in ferment.

With respect to rubber, I think we are pretty safe., There will
be a great deal more rubber within a few months because we will have
enough in the stockpile to see us through a considerable period. The
high~temperature alloys are the most criticalj; there is no question
about thate From the point of view of military use, tin is not crit=-
ical; from the point of view of the economy, tin is critical. The
position there is not too good, but we are trying to get more tin in
the stockpile, ' '

I am not sure I have answered your question. Is that the kind
of thing yeu are after?

QUESTION: Yes, sir. However, I noted in some article in a
paper that India is a source of materials for United States industry.
It is my understanding that shellac comes primarily from India. It
was the source of certain materials that I was wondering about. Man-
ganese also was coming from India in considerable amount. There was
a great possibility of losing India.

MR, SMALL: With respect to shellac, of course we need to use
shellac in the economy, but we wouldn't lose a war if we didn't have
shellac. In the case of manganese, we are developing new sources in
Brazil and in Africa; also here in our own country. We have a major
source of manganese in slag piles at steel mills and we can get the
manganese out of those slag piles if we have to, although it would be
quite costly te do it. While recovering manganese, we will recover
a lot of steels So I don't think we will lose a war on manganese
even if India were cut off, It would be more costly in terms of dol=-
lars, but we wouldn't lose a war because of it.
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QUESTION: I have been making a rather sketchy survey of pur-
chases of raw materials outside the country and of determing sources
that we could get at in time of war. Among other things, ECA and
now MSA have been able to use a counterpart fund system to purchase
in ECA countries. I remember in the last war we had a rubber devel-
opment in Bolivia. I haven't identified that. We have agencies
that could be worldwide in the development of loans for the develope-
ment of all phases of procurement. Is MSA authorized to do it or
should it not be authorized to do that in order that the whole thing
would be tied together?

MR. SMALL: Rubber is tied together in RFC. It has the rubber
program, including GSA and including natural rubber. All purchasing
of natural rubber however, for RFC, for the stockpile, and for indus=
try is done by the General Services Administration, by Jess Larson.
So there is one place where one commodity is concentrated in very
few hands,

The coordination of the whole metals effort is under a new
agency set up here recently, DMPA, which is under Jess Larson also,
and which has encouraged production, Millions are involved in Cuba,
in Canada, all of the things we are doing in Africa to increase
production of some of these critical things. Some of the things
that have to be done in order to do these things, we do. Pamt of it
is MSA--building docks, piers, and railroads, where they can't get
materials out without thems So they are being coordinated. The
agricultural products through the Department of Agriculture; metals
through Jess Larson or DMPA, and rubber, as I just told you. There
is greater coordination than there used to be. We have made much
progress on that this year. They work very closely with MSA; MSA
works very closely with metals,

QUESTION: You didn't mention one point. Obviously, we will
cut back on capital expansion, No industry is going to go along in
capital expansion at the same rate. We will have a lot of overhead
tied up in plants that are frozen. That is going to pose a serious
economic problem in the capital end of it.

MR. SMALL: In some classes of material, such.as structural
steel, they will have dislocations of one kind or another and spotty
troubles; but, by and large the great bulk of our people will be
employed, the national income will be high, and the country will get
along well economlcally in spite of the fact that an individual :
industry may be in trouble. I don't know any way that you can help
ite T think the industrial expansion going on in the country ought
to be spread out in the way we are doing on military productlon and
I keep preaching that.
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QUESTION: Some of us have be:n upset by press articles such
as a recent one by the Alsop brothers in which they allege there is
a tremendous gap between Russian jet aircraft production and ouwr own.
I wonder whether you would care to comment on cur chance of sub-
. stantially narrowing that gap and, if so, when?

MR, SMALL:s Well, I wouldn't say that the Alsop brothers have
complete information on the Russian jet production, but maybe they
‘have better information than I have. The gap is’ being narrowed
every day productionwise. The main difficulty is that we have just
got to have changes going into aircraft which are really slowing up
production. A gleam in somebody's eye last night has to be in the
production line todaye. The Russians, on the other hand, on the MIG
concentrated on one design which happens to be low in critical alloys
and it is down to bare bones. In our airplane we have radar, we
have all sorts of gadgets that they don't have.

They have practically nothing on their airplane of the kind of
things that we feel our pilots must have for their protection, and I
think rightly so. Therefore, their production problem is far less
" than ours. In Korea we are working under the handicap of flying our
people 150 miles up and down; theirs only have to go 15 miles. They
don't have to carry much fuel. We do. But our production of the
jet ‘airplane climbs steadily. When the gap could be closed, no cne
could answer unless he knew how much they were turning out and the
. quality. Our production is lncrea51ng steadlly.

QUESTION: Would you comment on the status of the cataloging
provram of the services and standardization?

. UMALL' The cataloglng program fundamentally involves three
things. One is that every item, every nut, bolt, screw, and so on,
must be given an item description, a name, and a2 number, and knowing
the mllllons of items that we have in the system you can imagine what
a mammoth job that is. Only when you give a description, a name, and
a number can you begin to eliminate duplication of the same thing: ’
called by hundreds of different names- and.numbers. I would say that
in the military departments alone there are probably 50 million nume
bers. Just think of 50 million different numbers, not SO million
different things, but 50 million numbers. I don't know how many
names, but something proportionally high.

It was estimated at the beginning of this cataloging program a
couple of years ago that if you named, deseribed, and numbered some
2,5 million of them, you would have gotten the bulk of the job done.
They set a deadline of June 1952 for doing it. That deadline will
be met, There will be 2.5 million named, numbered, and described by
that times In the meantime we have about a half million civilian
items-=GSA is handling those~-which have not as yet been numbered,
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They are being numbered, but not fast enough because of lack of
funds. A half million new military items entered the system, As
a matter of fact, the job of naming, numbering, and describing will
never be completed because there will always be new things entering
the system, »

Once you get the name, number, and description of these various
items, then, of course, the job is to put each into groups and clas=~
sifications. Putting tlose together so they are readily available,
and getting the services to utilize those numbers in place of the
numbers existing in 17 different supply systems they are using to-
day, is a big job,

They are already beginning to implement these numbers as they
are published; in some of their catalogs they are using both the
old number and the MB number. So they are, in this transition
period, beginning to do that. We hope by the end of this year to
have food, clothing, and medical supplies entirely under the MB
number, throwing away the old numbers. Group by group, segmnent by
segment, that will be proceeding. It is not an easy tasks not a
simple one. It involves not only putting the items in the catalogse~-
they are not one big catalog like a Sears-Roebuck cataleg for 3
million items~--but it involves getting the items dowm in operating
numbers which are put in the index in order to obtain utilization of
new mubers in place of the old. ' '

I would say progress is being made but not fast enough; that,
while there is no resistance within the services topside, there is
quite a resistance at lower levels to using new numbers. They say
the way they were doing it was easier. We have that resistance in
the lower echelon which must be overcome.

COLONEL BARNES: Mr. Small, we realize how difficult it is for
you to take three hours out of your responsibilities to come over
heres On behalf of both colleges, I thank you for your fine pres=

. entation,

(26 Mar 1952--750)S/HS
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