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Kr. John D, Small was born in Pelestine, Texas, 11 October
. 1893. He graduated from the U, S. Naval Academy in 1915 and
Columbia University, M.S., in 1920, Upon graduation from the
Naval Academy, he was commissioned ensign and had attained the
rank of lieutenant commander when he resigned from the Navy in
1926 to enter private business. During his naval career, he
-, performed general line duty, engineering duty, and was also
a Naval Aviator, From 1526-31 he was Vice President of the
Dry Ice Corporation and later, 1932-4), was Western Manager
of Publicker, Inc., Chicago. In 1942, he was commissioned
compander, U, S. Navy and advanced through grades to commodore
in 1945. During Vorld Viar II, Commodore Small was Navy
Deputy Director of the army-Navy Munitions Board 1942-43,
Meterials Contrcl Cfficer and Landing Craft Coordinator,
Navy Department 1943-44. He was executive of ficer of WPR
194445 and in 1945 was made sdministrabtor of the Civilian
Production Administration. On the completion of this task,
Commodore Small returned to private life and became associated
with Maxson Foods, Inc, He is currently Vice President,
Emerson Radio and Phonograph Corporation, ' '
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ECONCHIC FACTORS XN’RECQﬁVERSION‘TO L PEACETINE ECONOMY

23 February 1950

ADITRAL SABIN: I suppose that one of the most difficult problems
“in relation to economic mobiligation would be the conversion of a
wartime economy t6 a peacetime economy, - It would probably be a more -
difficult problem than a conversion from peacetime to warbime. o

_ This morning we are very fortunate to have a speaker who has had a
wealth of experience in those problems, both in converting from peace-
time to wartime, and in reconverting from wartime to pedcetime. At
the termination of World War II the President appointed him to head up
the Civilian Production Administration and thereby provide the leader= -
ship and. guidance necessary for orderly reconversion, - = :

} He has had successful careers in the Navy, in business, and in
Executive departments of the Government, = He is also no stranger to
this College, having been heré on several different occasions. Tt is
with a great desl of pleasure thet- I welcome him back this morning.
Gentlemen, Commodore John D. Smalls RS ' :

. MR, SHALL: Thank you, Admiral, lir, Secretary, General, gentlemen;
I always feel z little concerned whenever they ask me %o come down to
address the students of this College. This is onc of the brightest
groups~-1 say this advisedly--in the service, It is also one of the
- hardest groups to stand before and answer questions because in the past
the students have put to me some of the most difficult questions 1 have
ever run into anywhere, And that is all right, I am delighted to offer
whatever experience, or whatever knowledge, I may have to try to answer
any guestions, whether they are on the subject I am supposed to talk on
today; or not, both on the conversion of the country to war and con~
version from war=-things I have been most intimately concerned with.

T heve written a talk; as 411 stuffed shirts do, but I will not
adhere to it very closely. If you will permit me, I will just scan it
and try to talk pretty much off the cuff, e :

General Vaneman asked me to come down herc today to speak on the
general subject” of "Economic Factors in Reconversion to a Peacctime
- Economy," Well, I think that is 8 pretty broad subjects Certainly T
am no cconomists of -course, I. could talk agbout a lot of generalities
in conncction with the economic factors. :
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But then General Vaneman in his invitation to me went on to say
that the general scope of the. lecture would be Ma brief review of World
War II experience and suggestions regarding the means by which a more
orderly transition from a war to a peace economy might be made in the
event of a future war.® , :

_ Now, the first one—~—to review cur,recent\éxperiencew—is not too"
difficult, We lived through it. Ve all know what happened. We have
some idea of the causes and results. I can'do that with some feeling

of firm ground. .

- But the second one--the means for having a more orderly transition .
from war to peace in the next war-—is a tough one., TVhat kind of a war
are we going to have the next time? Is it going to be a long war or a
short war? How much is it going to drain the resources of the country?
How much is our economy going to be dislocated? What is it going to '
do to us? o ' ' :

A war that would start today would be far different from a war that.
‘started back in 1941. 1In 1941 we had alot of resources available. lie
had a lot of cushion. Today, we have very little.. S0, conditions as of
today are far different from what they were in 1941, Industrial conditions
are far different. You gentlemen are far more capable than I of telling
what kind of war the next war is likely to0 be. All 1 do is read the
newspaper headlines, 1 am completely in the dark as to what the next
war is going to be, or what the conditions are soing to be that. we will.
have to face. . But I will try to give you, as best I can, some of the
lessons we learned and show ‘you how they can be applied, flexibly and
realistically, to the problems that will probably confront us in
another war, if we have one. o o o o

-The last war, as I know you 2ll will recall from your reading and
from your own experience, was supposed to be a tough one. And it was
a tough one in a great many ways. It was a long war. It was a war that
got people tired., But it was nothing like an &all-out war. Te squeezed
the economy, we had inconveniences and.we had a lot of -difficulties,
but the economy was not squéezed anything like it could have been had

the necessity been -upon us.

Therefore; our experience in the last war, tough though it may have.
Seemed to a great many pecple was not at all like what the next orie will
be, in my concept. Next time we will have a much tougher and a much =
bigger job; but it will be done under completely different conditions,
During the last conflict our homeland was untouched, Is it going to be
touched during the next-war? It will, if you listen to the Air Force.-
talk. They say, "Sure, they are going to touch us." Well, I'"would

. hate to have a lot of H-bombs or &bombs hit here., There is no telling
what they would do to our industrisl centers. . They are factors on which
I have no crystal ball to guide you.
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There are a great many people who like %o think in terms of books
of regulations, or rule books of one kind or another, ‘so that given a
specific situation you could turn to page 972, paragreph 8, for ‘the
answer, Well, you can do that in 2 lot of specific, routine situations,
but. you -cannot do it in atbroed, general, and constently chenging
situation such as the tronsition from war to peaces - There is no possible
way of writing a2 rule book to which you cen turn, page by page, paragraph
by parcgraph, and find exact solutions to your problems. I know there
are a. great meny people who think there should be; people who. think it
would be feasible, But, in fect, it is note * In our infinitely complex
economy a pull herve frequently creates an- unbearsble tension somewhere
clsce=at some unknown point. No humen mind can think throéugh 2ll of the
thousands of interreasctions thet result from en.zction. RN

' In the CPA, I remember, after the wer cnded a men ceme imto my office
onie day and wented to gob o regulation or rule relaxcd, What he said
made very good sensc. It seemed to me there was no reasonable .excuse for
' not doing what this men was suggesting, So I sont for the person who
headed up that perticular scetion~-it hoppened to be a woman=--and had
this man cxplein things to her, Shewas very nervous about the things
‘she did not think much of his idea, But I could not find out what was
the matter or what bothered her, : : :

. Abdut en hour or twe later the head of the department came in to

sée mee He said, "Ur. Small, ifiss So-and-Sc is intears.” I sald,
"hat's the matter with hor?" "¢ll," he said, "youwere saying that the
reascnable thing to do, the cotunon-sense kind of ~thing to do was thus

and so." I said, "Well, then, why not do somcthing about it?"  He said,
"That isn't in®the rule bock,” It hes got to be spelled out in the fule

- booke" ‘I said, "Go ahead and use some r easonable discretion." "Ch, no,"
he said, "not at that echelon, They're afraid to use any discretion,
Theylre afraid of using cemmon sensc Theyvant it spelled out in the
book," L . : o

-

» ;-Wéll,,théié is no book, gnntioﬁen.v There can be no booke

Let me try to give you rn snalogy. laybe it will meke whet I-am

- coming to 2 little clearer. Take a great ocean Tiner ticd up at a dock
in New York. Nightfall is coming on. There is o heavy snow storm in-
progress, A gele is blowinge There is & blizzard, It is half past five
or six o'clock ot might, There is a lot of traffic, The ship is ready to
sct sail.  She has a lot of power but is not maneuvereblc, "You have to
get tugs to back her out from the dock, to turn her ardund in the strean,
aend gct her down-to the first reaches of the river so she can go on her
ovm, , o ' _ : :

Now, one tug pulls, onc tug pushos. SomebodY,is:guiaing;thc tugs,
telling themwherc to pull, where to push, what foree to use, and so one
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But there is the effect of the tide, the effect of the darkness, of the
traffic on the river that has to be considered, There is no rule book
thet would ‘tell thet fellow on the bridge how to"handle the tug to get
i% out without bumping into somethings He has to know from cxperience,
from the subconscious evaluation of hundreds of veriables, exactly what
to do at sny givon moment. : ' : L

Vthat T am'tnying to describe to you is how controls rust be.oxerff
c¢ised in the transition from war to peace, - Certainly we kinéw’ all the
general rules and what the difficulties are, but we have to be flexible,
realistic to meet the individual situations ag they arise. That is the
way we did last time, That is the way we will have to do again. Let

me try to trace briefly what hepponed last time,

In midsummer ' of 1944, industrisl war production was proceeding at
a very high rates We had this host of rules and regulrtions, laws and
controls, and what not., But people had learned how to use them.  They
had become accustomed to them, The war had lasted long enough so that
the country had become accustomed to wartime controls, -

The services had sterted off the war with the concept ofy "This is -
a rich country, They cen give us everything we want, The economy can
get along on what is left," That was all right at the beginning of the
war, but by 1944 it wasn't so goods The resources of the country are
not so huge thet you con afford to give the services all they wart and
still have enough left over to handle the things thet must be done.:

But, somehow, the pcople in the country had gotten used tovthe'fdiés
-and reguletions and production at the time was high. e

Bowever, the thought was in meny mindg: What would happen to our
country if one of our. enemies surrendered tomorrowg What would heppen?
You can imagines if 2 sudden peace faced us—just like that, chaos would. -
reignthroughout industry, Although we did not expect any such thing to
occur, we did begin to give some thought to what ought to be done in the
event there should be a ‘surrender on either the German or the Pacific .
side, We ran into a state of mind that I will mention to you in passing
because I think it was an emotional state of mind, . C -

There was a feeling in the minds of # lot of people that to think -
of amything wxcept the war was sacrileges; You werc not to even think -
about it. You should not give any thought to tomorrow; only concentrate
on today. Well, of course, that is entirely unrcalistic, In a -complex,
huge cconomy such as ours, you have to plan shead and think zhead, You
have to know what you are doing; otherwise, you will have chaos,

So; back in the middle of 1944 they began to think about what would
happen if we had a surrender on the German front or the Japancse front.
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With a drastic cutoff of ﬂunltlons and the rcle 51ng of thousands of
'war'wor&ers,'what would habpen° What'would we do about it?” What were
f“plgnnlng to do'>

' “ﬂb found at that tlm&, scattered’ here and tnere, flysnecklng all over
the' country, that we were. dcvoloplng local unemploymenﬁ situations. Butb
in most places manpowers was ‘ds scarce as "hen's teeth.“ We did not have
enough men to do the jobse But in Podimk they had a lot of .people that
dld not . hgve Jobse‘ We had.to d601de what we were b01ng to do about those‘

_people»

There were sone who Suld qulte 1ncorrectljh—and to mhoso v1cwpc1nt I
am violently opposedm—"Jell if thcy'won't move from Podunk to Detroit,
or wherever, let them starve," -Thet is your old French king's idea,
Thet is not the way to run-a country. Thet i% rot the way 0 think. about
a country, Ve have to meet realistically these problems. as they come up.
We have o gat - our war produchlon gearcd 80 that 1t does not disrupt the
ceuntry*too mnch, , : ,

Those ‘loeal unemployment prdblcms could have been solved in several
WaYS s One- is by moving work into the arca, The other is by the
Government*mov1ng people out of the area and guaranteeing to bring them
back again, which government did not 'want to do. at that ,juncture0 It
éld not want to bind itsolf to spend the moncya o

So, in ‘the middle of 1944, we begen seriously thinklng about this
thmngnmnot doing very“much sbout it, but thinking about +t, &nd realizing
that, come a surrondbr o6r a sudden: peace we had a veryserious problem

Yo our ~“hand; a problem of Thuman sufferingt pcople out of" *obs, hungry.
What were we going to do to get them jobs? ‘How were we going to make
Drov151on for thom, plus thc soldlers who were’ g01ng teo be returnmng”

» In the lutu summer of 1944, oh very ‘tentatively=-just like a baby
_'startlng to walkewmwe said to some of the companics, "You can use¢ two,
thrcc “or-in somec caseés five men on. plcnnlna what your produ0u10n 11ncs
‘are goang to ook like corie the peace." Well, everybody squa awked ‘at
givirig cven a few men for such-a job, Neverth less, we did give some
‘spot- authorizations for this klnd of tnlng, ‘both manpowerwise and
.materialwise. Ve gave ‘2llocations that amounted to a fow million
“dollars; 50 million, I guess, would be tops. Anywzyy it was just
peanuts, ‘ compared to the totcl war off‘orto But, even so, we got a- lot.
,of‘crltlclsm for it. o
~"Then came the ‘Battlé of the Bulge, the Gcrnan broakwthrough, or
:a%tbmpted bresk-through, - ‘Thén if you even mentidned the word "reconver31on"
they jumped down your throat, the men in uniform, I was a naval officer
in ecivilian clothea, so I could tfeel" for both sides of the things, We
stepped ectucllj mcxlng eny real stops towrrd reconversion at that moment
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Then,‘along in the spring—vJanuafy, February, anq'Mafchéfthe  -
possibility of a German collapse became clearer. 4long about February
or March 1945, we decided to get back to work to see what we were o

going to do should there be a sudden surrender,

Fortunately, in the War Production Board we had plans pretty well
laid out as to what the Government in its control of industry would do.
We had general plans and specific plans. The general plans turned out
- to be pretty valid, as events demonstrated later. The specific plans
almost invariably were not so good. The more specific you get, the
‘worse it is. o : .

This idea of great brains that can direct our economy in detailed
fashion down here in Washington has no validity, There was no great
brain, or group of great brains here in Washington. You have to be
realistic about it -and realize that 90 percernt of the job was done back

“heme. It was not done down here. It was done out in the country, in
the field, 41l we were doing down here was to have a rein that we
would pull or ease td guide in general fashion., ' But the fellows out
in the plants, in the foundries, all over the land, were the.ones who. .
did the real work, not the so~called "big .brains" in Washington.,

. 4s I say, we started a couple of months before the German surrender
- actually came, We laid out general plans and specific plans. Those
- general plans and specific plans were that we wanted to do several things.
. 'Come the surrender (the German phase), we knéw there was going to be a
very great release of resources. By "resources" 1 mean steel, copper,
‘and so on, all down the gamut  of these products we use, We likewise
knew there was .going to be a great release of war workers and a great
‘release of plant capacity (bricks and mortar and machines.) ‘That was
going to hit us awfully fast. How fast were we going to be able to

’édjust_theiruleS-and regulations?

By that. time we had this economy of ours all confused and all tied
in knéts with those rules and regulations.’ Why, one couldn't.do the
simplest things without breaking 2 rule, . So we said the first thing

- We Wwere going to do was to review all these rules, which we did ahead
-of the German surrender, We said that, come the day- of German surrender,
we were going to sweep away half, or more, offthése,rulesm With this

- great release of resources there would no longer be any need for these
strict rules governing things that -would be in ample supply. - e

Maybe you think wé didn't have.a battle on that point throughout
government, c4nd T am’ ineluding you gentlemen in uniform when I say
» "throughout government." We found that many objected to any relaxation.
But we did finally work out a fairly realistic plan for relaxing these
"LIM orders, “uM orders, price regulations, and so. on. : ‘

.
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Thqnfwgyfound'we had,stily‘another problem. Most of these controls
and orders say that we are not to do certain things. But that was not
going cure the many'pr"le s‘we were going to. confront, We had to
have something basic to wor ,With., Soma'worked out & scheme for glving
“help where it was necded, Wel help means. prlorlty. Priority means
exactly'what the word 1mp11 w—come first, If you give anybody a

ty oh anything, you. are pushing somebody back of him, That is
' ,able, “unless the prlority ik“for some very small amount of thc '
whole, sey'lo pernent., ‘ - ‘ |

But for: the most part, 1f you have priorlties it means that where.
you help one, you hurt’ enother.;'Normally; when you hurt someone, you
did not kniow who it was you hurt, which is a very bad situation when
you areciealing wmth an economy as complex as ours, In our’ economy
where you pullfa strlng, the pulling of that string moves ‘through the
fobric and creates an unbearable tension ‘that breaks somewhere- in the
fabric, You have no p0551b means of kncwing whgre thqt tension is _
golng to appear 1n the fabric of the conomy. '

-

Prioritles are bad. 1hey arc fundamcntﬂlly bgd, exccpt in tlmc of
war, when’ they do. help to getvvar ‘production out. But in a peacetime
eccnomy yoﬁ’men certainly cannot think that somcone sitting down here

in government should dec1d» whcther A, B, or C company should make X'

number of refrigerators, or ‘how many each company should make, If the

Government, decidgs such things, that is regimentation, Our country .

- -does’ not want regimentation.‘ We want frccdom, e want the companics
to carry on, on their omne We want them to handle their own affaifs,
So we WPB and CPA 1nanted to use prlorltles sparingly. Wé wantod

“to us’ ham as - 11ttle 9s we could.

Ncw of course, all of those rules and regulatlons were not relcased
the dey after VE-dey. When. the cutback started, the subcontractors had-
to slow. down and get their- contrects cleaned up and then reconvert ‘such

of thelr fecilitles nd‘aquipment ﬂs thcy needed to reconvert.

A great many’ co&panies in the: couhtry had no problem of ‘reconiversion,
People making cotton goods, for example, had no problem. ‘The steel mills
had a2 problem but not so scvere as many because most of the heavy steel
- forms were usable in 1ndustry. The lumber people had no problem. There
were a lot of people thﬂt had no problem of ruconver81on. o

But most of the consumer durable goods people--manufacturesrs of
_rcfrlgerators, ice boxes, washing machincs, toasters, and so ong the
‘people that give us a great miltitude of jobsi the contractors who
1pplythe thlngs that go into tho making of the ‘article and the finall
259 4 thé stores that gell them; the trade that deoends upon the
st@res selllng these thlngs-h d a veny SQVOrb reconvor31on “Jjobs




It was very hard, getting out of war,wbrk;ﬁtQ»getfthe;tcols”and"‘
materials because the tOOls,and'materials,whigh'they~had?bn'hand‘were’px
not the things they were going to use in the filling wp of these multiple
consumerfgoodsvpipelinesf; They were not the things they needed:for their
new’production. We had pipelines full of stuff, but they were not the"
kird of things they needed for production in the plants they were being
sent to. So, the reconversion problem for these fellows~-the- physical
problem of reconversion——was a very serious one. . I

In the WPB we got rid of many rules and regulations, We simplified
the rules and regulations.. We maintained,Weapons~ftools, if you like;
control tools—by which we could”prevent“troubles’that_were gQing to
arise, For example, at the end of the war (VE-day), with the releasing
of large volumes of resources, a lot of things came into ample supply,
but a lot of other things still remained very scarce. It was essential
that these scarce supplies be spread equitable across industry. It was
necessary that they be spread very thinly across the country so that no
one had more than he actually needed to keep him going at the maximum
raﬁe'tb provide.employment for the people who were going to be released,
Spectilatite hoarding was one of the things we were afraid of.  We could

- Dot permit the manufacturer to hoard, He could not "play safe," He

- had to-play, materialwise, close to his "vest." lWe had.to spread it
All of this meant that inventory controls had to be retained and.

strengthened. Certain things like tin we ‘certainly had to keep limitations

on.. We could not let everybody use tin that wanted to use it, or jute,

or quite a number of other things. While we had controls on many items,

still on a great many others we took the controls off completely.

, During the war, as I said, we had grown quite adept in the use of .
certain of these control weagons, like the Controlled Materials Plan (QWP),
covering things such as steel, copper, -and aluminum, CMP worked beauti-
fully. The services-and other agencies at the end were doing a grand job
with CMP. I think if we had fought the war for another five years we
would have gotten CUP down to a point where it could almost have con-
‘trolled the entire economy, . - - e

As I say, QP was working well., But GUP neant you had to give a
ticket to everybody who was going to get on a steel mill schedule, or
a copper mill schedule or, what not. That meant millions upon millions
of pieces of paper would be floating around the country., If you did .
‘not give them a piece of paper and thereby permit them to order materials,
then the mill schedules were not going to be filled; therefore, the most
they would be producing would be only 50 or 60 percent of capacity. So
to prevent. that possibility we open—ended CMP, which gave us a reserve,
a& pool, on which the economy could draw without tickets., We did away
with CMP completely by the end of the year. We started off with a whole—
sale, a reasoned, a considered-~but still substantial--release of controls.
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Then, promptlyufter VEr-dMy, m,ek b,f cc.k ﬂnd rﬂon'bh bJ rionth, we mlcasod.
hexp.controls, putting upon the pmm genist. the proof thet the contro
a:ite. be kept on. It was-net a questicn of proving we could 1ift the
.. The, control was’ gmng to be 1lifted unless scuebody could prove

to.keep.- 3.‘0. In other words, our whola: feolln wesg: 1ift the cone
srol ¢t the economy, frecs let industry usc its own inttistive and :Lts
dﬁ"ﬂn“_.mircefulmss,, The industrislists will do thls job botter then we

an do it for thom through pieces. of paper coming from “fashingbon., So N
we :ci:.d do thate Ve, week by w reek and nonth bv mmnth mlwasod ‘these

Lol . Ve

, T so*qe 1nsthncos » hov'nvo*', we found that wo nad tn put the Nmtmls
back . on a’*":m ‘because th:mg,s that we thought had froc ed=up, or.werc going
e bc frecd-up’ & month or six wecks from then, didn't, All of a sudden
thes got tight, JLor onc reeson or gnother, and we he d o put thc controls
“ba ‘k on. to. t'\kc carf’ of that D2 rt:\.r‘ulm‘ problc,m.‘ '

‘The cbjective of the iar Production Beord ab thﬂt tine wes i:m'sec
the industris 1 trensition from e twom-front to s ~ne~front wor wa
ord; rly, that war prudunulcn Gid nct suffer, whilé ﬂt. the same tine
maco production was not unnecessarily restmctk,dg and thc creation of
,]Ob opportunlt:\.es wes nct irpeded, That was the baslc job we had ‘to do
-and these things I he e ‘been telling you about are the ways in which we
were trying to do it, e rcleased cr ~ntrols to set them frec whercver:
we ¢ould, Ve used priorities spenngly. Yhere they hit a bottlencck,
we tmcc to give then toels or materinls and spob “uthorlzgtlons of one
‘kind or another, Ve si mpllf:.ed the: pricrities system. e cha ngcd'fr“oﬂ _
this double»A system, which we m"c,vn.c,usly had, to deuble-li for the mili-
tary, which was ovcrcmvdln" everything, and duubleuc for thp c:.v:.llans,
hlch wc gove “out:. very vcry qpe“lnglv. '

: Througﬂout the suzmcr of 1945 rucvnvo:rs:mn prcccoded 'ﬁ: a very rap:u.d
pece, but the war pre ductlon aid not suffer, Therccord is very.clear
. on that, “showing thot we were ablce to doth J.s ,jkb thrmxlgn thc surmcr of
;1945 Wl‘tﬂ.’ ut hartin ng wor prcductlon one iota, !

Thcn came. VJ-d g none “f' us kncw abbu*t thc t al‘ead oi‘ t:mo. But we
ﬂll knew about the hanhattan Prr\;;ocU.. Ve 60 uldn’t help. kmowing ~abeut

hat bocause it hod driven-us elmost eremy. ©e aid no’c ¥now what it
was‘ “Tren: the A=bomb wit, With Vd=day right arourd the corner, the
problcms th'\t had been 1o-ked upon with fear and trupldetlﬁn were -
direetly upon usi the ‘drastic ru.le"se of ‘m ,npcwcr-' ‘the possibility of
‘m:x.“],l:.ons of unemployed poople. sclling. pplos on strect’ COYNETS, with no
o ap‘plt,s “bo scll. ‘ Ih t were we going to do about them?

03.1 in Noverber of 1945 the War Production ‘-‘O“ d had done its :'ﬁb;
The “job ,f war production was over, ©So the Prosident decided: L’t‘s say

to those men in the TPB, "You did a swell job. Go on home now,  Helll
. ch nffe the heme of the ﬂf'emcy tr* the Civilian Production Administm’cinn.

9
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They will have_this‘terrific, thankless job of>knocking people over the
knuckles through the next Several months." o L Cl

The new agency--the Civilian Production Administration-—had available
all of the powers of the former WPB, This was more power than any office
-has ever had in ourGovermnment prior to WPB., The power of the War Pro-—. .
duction Board was simply beyond belief. WPB had power which it never
fully utilized; in many instances it never had to., o

P4 was directed to use these powers for six main functions, I.
will enumerate them for you without referring to their order of importanee.

"lL- To expand the proddction of those materials that were still iﬁ_
short supply.-—There were many things still in short supply, sheet steel
being outstanding. Sheet stesl permeates our whole economy, It goes

into almost everything, certainly most consumer durable goods,

2. To limit the use of those materials whibh'were_stillbscarcé,
for example, tin and lead,——4 good many of the consumer grades of
textiles were scarce; lumber, also, and quite a number of others. .

3. To restrict the accumulation of inventories so as to ayvoid

speculative hoarding and unbalanced distribution which would curtailui 
total production, ‘ ‘

4» To grant priorities assistance to break bottlenecks which
threatened to impede the reconversion process, - ,

5. To facilitate the fulfillment of relief and other essential
export programs.-~The Goverhment had entered into.relief commitments
abroad and other commitments. " Unless we gave those people some help,
you can be quite certain’they were not going to be satisfied because ..
the companies that were supplying this article or that article were
going to take care of their domestic customers first, They were going
to let the export trade &0 by the board unless something was done. -

6. To allocate scarce materials or facilities necessary for the
production of low-priced items essential to the continued .success of . ..
the stabilizetion program.—Well, I began to get mentally into difficulty
when I hit that one; but it turned out to be all right. Here we were.
Wages had gone up somewhat. Various things had gone up and these fellows
were stuck with price ceilings.. We wanted to see the $2,00 or §2.50. : -
shirt back on the market. Clothing was a problem. Several other things.
presented problems—-~take, for example, building materials. .If we had
not done something about them, they would have gone sky-high. So we

. allocated materials for use in scarce low-priced merchandise,
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Incn.dentally, 1 had an awful battle on that shlrt proposltlon,, The-
c1v111an shirts all during the war had short tails. I wanted to have
.long tails pub on them; at least make them long enough so they wouldn't
L7gut “of your pants. OPA didn't want eny of that. We had a terrible

gle just on that little detail. We flnally got together ard got
2 ngwtall shlrt ‘back a&a1n~ '

From late 1945 through 1946, CPA followed its dlrectlve but used
its powers as sparingly as p0551ble° It llfted controls just as rapidly
as it could p0851bly'do so. It helped increase the production. of scarce
“materials. It prevented undue drains of scarce materials, either for ‘
export or for any particuler phase of the economy. It did its utmost
to get the Nation back to free enterprlse, back to an oconomy free from_
governmental control. B : : ,

, Also, it is an agency that did fight to liquidate itself. It was
a real struggleo But I think everybody in the agency will agree with
me on that onej;’ that we did fight to liguidate ourselves and gebt out
of business. ‘"4 great many people disagreed with, that chilosophy. There
are some  that still do. Some still put their felth in a planned economy,
But more and more people are beginning to realize; I think, as they
look at’ some of the other nations, that a planned’ economy does not mean
freedom, as we have krown it, or as we have fought for it.

Throughout the foregoing remarks I have concentrated, for the most
part, on ‘the control of materials, Now, what happened in the field of
manpower was equally important. In order to " save tlme, I will give you
a llttle chronology of what happened,

In Aprll 1940, we had 8 million people unemployed in the countrya
That is about 15 percent of the labor force., When. the war broke, we had -
a great pool of’ unemployed from Wthh to draw for war .production and for
the armed services," ‘

In July 1941, unemoloyment had dropped to 5 million., Industrial
produotlon was increasing very rapidly by midsummer of 1941. During
1940 and 1941 the only controls over menpower had been those indirect
controls exerted through Selective Service. There were no other ‘controls.

~In January 1942, Congrese passed the bmergency Prlce Control act
and establlshed the National War Labor Board. The "no~str1ke, no-~ 1ockout"
, pledges were exchanged by management and laoor. Manpower was. beglrnlng
to get tlghter, : '

In April 1942, the har Manpower Comm1531on was formed as a pollcywv
maklng agency only.

' In Oetober 1942;‘the President ordered the stabilization of wages
at the 15 September 1942 level. :
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In December 1942 the Har lanpower Commission was made nn operﬂt1n~

, In February 1943, the work'weekw qé increaged_£0f4é hours, HanpoWer_i
was gettlng very tlght S o . T

In- Septe“ber 1943, the Baruch Plan was chllablC for adjusting pro=
duction programs to local labor conditions, That was the first time any
thrught had been given to adjusting procurcment to 2 plrco where it had -
labor, That was seemingly & b”andwnow thﬁught although far—51Vht‘d ren
‘had been preaching 1t for a lonf tinme.

By Septenber 1943, mepbcw 2 was the most crltlc?l facucr in war pro-
ductlon, Lhen begﬂn the wwacsprego use of referrcls thrbugh the USES,.

‘ In Nove wber 1943, we rerched the pesk of wer orﬂduntlnng’ There was
503 011110n dollars wﬁrth of war nr“&uhuldn in November 1943,

In the surricr of 1944, spotty local unempldyﬂent was develuplng,‘

In the f211 #nd winter of 1944, acutc menpower ShOPt?QbS'WOTG dgain
plaguing us alrmost evervwhcro. : .

In the spring of 1945, spotty local uncrpliynent developed againg Just
before VE~dey. .

In lpril 1945, just vefore VB-daJ; the Arﬂy announced a lS,pefccnt
:cutbhck in runitions p"ﬁcurunent thus releasing manp-wer,

L

“hen VE~day came alcng, manpnwer began to be released from war work
in volume. : :

- In oy 1945, the iar hgnpowor Commission relaxed most of its controls,

- In Junc 1945, the Army anncunced = 50 percent cutback in artillery
‘arrunition, . .

In July 1945, the Var Henpower Cormission reduced the number of
critical laobor areas. ‘ ' -

Tn July 1945, the Sccrctory of the Intericr had asked the Army to
release 30,000 men to go into the codl mines. « That shows you how tight
lebor was in thet industry. o S . : ’

In August 1945, tnuy did away with 2ll the remeining war nanpower
contrels, ' o : : :

T know that sounds pretty sketchy, but it docs give you the high spots‘
on Manpower,
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- Nowy I have tried to tell you what was done the last time. “hat we
will do the next time depends, as I said in the beginning, on what happens
next time, I do not know what is going to happen, My guess would be,
reading the headlines, and not knowing. anythlngeabout ite-Il am very honest
about thaty ¥ do rot know anything about ite~-my guess would be the next war
is going to be very swift, We are going to get hit., We are going to get
hit. awfully hard. There is going to be a lot of devastation in our country.
either from bombs that are dropped or bombs that are carrled, We are going
to be hlt very hard, to start with, : '

Now, how long wlll the war last? Tt could end in a matter of weeks if "
we retaliated instantly and with sufficient force to drive home the lesson,
As.T say, it could -end in a few weeks. It could end in a few months,
certainly, My guess would be, however, even if it did end in a few wéeks
or a few months at high govermment levels, that would not end the wars that
we would then have what would be, in effect, a sort of guerrllla warfare,.

if you like-~the occupation of a vast land area for years and years and -
years. At 1east it seems to me concelvable +hat that might happen,

When the next war hlts, if we haVG a Pearl Harbor which sets it off,

" or something that sets it off, I think we are going to go into it within

a matter of hours, ”verythﬁng will then be under controls-not piecemeal -
control as we developed it in the last war, but instantly; manpower, wages,
prices, materials, money, ken, money, materials=-the three wheels~-all
mist run in unison if we are going to have an all-out effort, which I am
conv1nced we must ‘have in the next emergency if it hiss us, God forbld'

If we get into another war, the cutting out of all the nonessentials
will be a much more drastic thing than it was even at the height of the
last war, We must get into the thing even if it only lasts a few weeks,
But if it only lasts a few weeks, there will not have been time to drain
the pipelines, to drain the economy of, say, dishpans, of refrlgerators,
or automobiles, or whatever, There will not have been time to have used
up all the steel, all the coppery. or what not, if it lasts only a few
weeks, iherefor'e, the reconversion problem 1n a quick 'war would be rela-
tively simple, except for the rebuilding and ge*tlng back into use of
devastated areas.

But if the next war does contlnue, with a very heavy draln on our
resources, over a long period of time, causing strict regimentation—-
which I think is unavoidable=-then the 'steps bhat will be necessary in
reconversion will depend upon the perlod of time during which that war
lasted; the extent to which these things were drained; and the scarcity
of these things when the war ends.

Do you see what I nean? That is what T tried to exolaln to you in
the begiming, that you cannot write a book because you do not know whatb
the answers are. You dornot know what the conditions will be that you
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will be facing at the time,  You will have to adjust your thinking, your
regulations and rules, and your controls to the spegific situation you
will face at thet moment, From the experience of the last war, we now.
know how to hendle any genersl situation we might be confronted with,

But there are so many gradetions in those general situations that you would
have to pick the one that fitted the specific conditions you were then
encountering, B o ' '

When the war ended, we had in WPB a whole room filled with pigeonholes,
Each pigeonhole was a Bacét of our econony--pulp and paper, steel, copper,
ahd everything else thet was an essential ingredient in our 2Conomy.
Contained in those pigeonholes was the record, as in thc case of steel, ‘
copper,. or whatever, of how we progressed in the war with increasing shofte"
eges, and what we did about them during the war and when the war éndede~hovr
we relaxed the controls and got out, e have a history,  product by product,
individual specific things by individual specific things, there in the -
Natlonal Security Resources Board., The NSRB has that record. ¥e know what
the WPB did then., We know where we werc when the war ended. :

At least thet is a staerting point for the next war, But it is not good.
enough. We have to go beyond that and have total regimentation. As I say,
we have the record of what we did in each of these individual facéts, “Any
of you gentlemen who are .interested in the.specifics can turn to that -
record and find the specific answers. ' -

Come the end of another emergency, 1 hope they can do as was done in
the lgst one--get out of controls as repidly as possible, but at the same
time hold those few controls that sre considered essential until we get
going on an even keel headed out for-seg. : T

Thank YOou.a

CAPTAIN IMILLER: T want to remind you gentlemen that although the
Economic Strbilization Coursc is cbout completed, in a few months you
will have a lobilization €ourse, in which you will be using most of the
meterial that Commodore Small hes given you this morning. '

We are now ready for your questions.

QUESTION: Commodore Small, in recent writings, Mfr, Bernard Baruch
‘has been suggesting a sort of mobilization plan, which incorporates the
best techniques we have learned in previous wars, to be passed by Congress
with the idca of some perménent ageney meking periodic inventories to keep . -
it up to date, o : o

As a man being in the business during the last war, and in a position
now with industry, I quder'what you think of that ideay particulorly what
industry would think of it? , ‘
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IR, SHALL: Mre Barugh is, I am glad to say, onc of my very dear
friends, I honor him and admire him and think he has one of the best
brains in’our country. Certoinly there is nobody in this country more

petrictic, more thoughtful, and has more knowledge of what we are talking

about and what you gentlemen are studying, than he has.

T do not think Mr, Baruch is thinking of a plen, Rather, he is
talking oﬁ-a law which he thinks should be on the bookse

 There was a recormendation by Don Nelson when he’was in the War
ProducﬁibnfBoard5‘by'Cap Krug when he wes in the WPB, and by myself when
I 1left CPA, that an agency be set up which would be the kernel, the ’
micleus, of another WFB come snother emergency. That agency was set Ups
Tt is the National Security Resources Boszrd, The functions are in the
Resources Boardj the pigeonholes_are‘there,' The implcmentation of 1t is
egnother problem, o ' o o .

Now, the drafted law, the power, which would permit that to be trans— .
leted into action come an emergency has been written by the NSHB, and T
think has been clearcd with 511 the other agencies. I do not know whether
‘they all agreed to it or not, Bub T hove read it and I thought it was a
‘good law. I think the draft covered the waterfront, It probebly had its
flaws, I amno lawycry but I did think it was & very good laws '

This questioh now arises: You have a drafted law, Should you put it
on the statute books ©s of any given moment, to have it ready as a stand=by -
in the event of a sudden emergency, or should you have the Congress pass it
ot the instance of the emergency? - : ' ,

Should we have en emergency this afternoon, the law would be on the
books before midnight. I am sure of thot, Should we have an emergency,
say, ‘two months from now, the laew would be on the books within an hour
of the time it took to get Cengress together. Ve might have a time lag
of a déy or two getting people back in Washington for a meebting of the
Congress. ‘ » : ‘

Personally, I would like to see the law on the books nowy so that
everybody would know what to expect come an emergency. But I would not
1ike to see that law implemented, or have anybody have the power to.
imploment it excopt the Congress. If the drafted law were put before
Congress today, they would bc arguing about the details of 1t for years.
If the drafted léw is pub before them when sn cmergency arises, they.are
going to pass 1its '

Tt is 2 good law, in my opinion,

Docs that answer your question?

15

_RESTRICTED




1486
QUESTIONER:  May I carry that a littie further?

“With all due respect to the ﬁalent in the National Security Resources
Board, and-our friends here, we feel that NSRB could change as the Ad- _
ministration changes, since its members are the advisers to the President.

I think Mr. Baruch had in mind scmething that would be taken out of
the hands of the Administration, sc to speak, so far as politics was
concerned, but, at the same time,; be in a position to go into action
quickly in some form, Now I do not know what the -specific law is that
you are referring to, but I think the idea is to have something that can
go.into action immediately, '

MR. SMALL: I haven't gotten the impression that that is what is
~ in Mr. Baruch's mind. ' E oL »

The law is the main thing on which action needs to be taken,

_ Now, on this other business of having tue pigeonholes ready for
actioh——tbe‘history of what we have analyzed, re-sufveyed, and keeping
in constant touch with industry and the services as to what we will do
next time--if your thought is take it out of any possible political
implications and put it into the hands of the military, I would say
absolutely no; very definitely no, Our country will never consent to
giving the military control. I Suggest you adjust your thinking to
that one. It will never be done. :

QUESTION: Commodore, we all agree that the Government should stay
out of business to the greatest extent possible,

During your talk you commented to the effect that at: one stage of
the late war your outfit gave some of the companies authorization for
five persons——the five may have been a figure of speech~—to do some
-planning for conversion from war to peace. I just can't picture in my
own mind any orgahization which has been built up over a period of years,
and which is as powerful as some of them, waiting for any such authorization.

. My impression during the early part of the war, in my minor contact
with'big industry in the country, was that even before they got their
production lines set up for war work they were already laying plens to
convert back to peacetime production, with or without authority.

Would you care to comment on that?

MR. SMALL: Surely. When I made that reference I was talking about
midsummer of 1944 when war production was at its peak; when the demands
of Selective Service were at their peak; and when we were draining the
war production industry of our country of mény of our best young men. We
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woere thking fellows out that it wos crimihal‘tb teke oubt of industry,
particularly chemists, productlon men who werc key men, nen thot affected
hundreds of jobs and really affected war production. S :

~--Selective Service representatives went into thesce companies not only
with a fine~tooth comb but with a butcher knife as well. If they could
find some guy working on recenversion, they nobbed him and put hin in GI
unifors immedirtely. Goodness knows I used to got enough of those com-
" plaints. I do not think there was much of that on a broad scalce Perhaps
the presidents of the companies were thinking about it, but so far as
- utilizing menpower for reconversion at thot time was conceérned, in broad
generalities, they were not, '

Thore were several hundred placcs where we said, "Yes; you can do
this amount of planning." We told them that becausoc it would affect
possibly ‘thousands of jobs.. We gave them just o handful of men~-possibly
30, 405,50, aT1- in all who could do the basic ground work. e thought they
ought to learn. to do the job that hed to be done, On some of the long
lead—time material, we may have let them buy pieces of equipment that
would take three or four years to make a handful of stuff, perhaps 50
million dollars worth, I am just pulling that figure out of the air, toos
Don't take it as being too cccurate, ;

In broad generagliti; the ccuntry was not at thet roront--I am tolking

now cf‘the'war'production industry~-devoting man=hours to the job of re~
conversions ‘ ' ' '

QUESTIONER: Commodore, we fceel mest keenly interested in lir, Baruch's
views on this particular subject; also lis rather vocal argument with the
 President concerning the fact that thore was no legislative plen in effect,
and the Presidentts denying that there had been one which he had turnecd

down. ' ! L ' ‘

MR. SMAIL: T think mere and more peoplc are definitecly feeling that
a law such as this onc we were just discussing should be passed by the
Congress and be on the books so thet we would not have to wait one hour
in the cvent of an emergency; so that 21l industry, all the eccnory,
should be able to look at the law and know what to cxpect come the
emergency. There is =2 greot-deal to be said for thet. )

I, personally, wonld like to sée that, too, But I do not think it
is feasible to do nt this juncturc, I do not think the couhtry would
accept it at ‘this juncture because there is & risk inwoived. The risk
is too great, The risk is not o risk of security, It is a risk that by
5o -doingw~-somchow, in some woy--night lead us into 2 dictatorship. Those
powers are ruch too great to trke chronces with.

QUESTIONER: Now I would like to go one step further.

17
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You stated that you would not went to go into nore. detciled planning--
you expleined why in yeur locture=-snd thot this so-ealled blucprint
should not be = blueprint' ot all, but; rather, should simply be the -

delegation of brozd POWETrS s

HR. SHMALL: If T understand you correctly, the law is an outline of
the powers, Now, within the individual scgments of the law is the question:
that do we do about monpower? Tell, there is a terrific anount of doteil
involved on that one, Or, how do you handle this, that, or the cther thing~-
materials, for exemple: 'hat do you do with steel? Do you handlc it the
Same as you do textiles? What do you do with lurber? You scc, they all
differ pretty widely in the nechanics end type of control toels with which
you work, o '
So, 1f you are telking about 2 blueprint, 2 book of rules and regue~
letions that says, "This is what you do" and outlincs exactly what is
going to heppen, snd that is a fixed thing so thet all you would have to
do would be turn the page and find the answer—if +that is what you mean, .

I do not think thet is realistic., T do not think it is sound,

But I think if an cmergency arose and this law wé_are'talking about .-
were passed, within on hour, bhey should be able to pull their orders out
of the pigeonholes ond put them into effect, Then they cen take this plan
which centains 2 wide group of actinns, preconceived actions, and discuss
it arith the services,andfmﬁhfindmﬁmeIt.is a fluid thing; a quickmsilver
thing, Tt is not a book of rules, but hundreds of prec-nceived actions
that would be taoken come an energency under the conditions ag they exist 7
et eny perticuler time, And T pointed out that conditions existing today,
with production at 2 very high peak, with unemployment very low, wculd be
far different from what it might be if we were in the rmidst of 2 depress-—
ion where we had, 82y, 7 or 8 or 10 million unemployed,

, Soy your blueprint is not = blueprint, It is a framework, Maybe

I am not being too clear in iving this answer, but I am Ve clear in
.y ; . 3 ?

my own mind, . ‘

'QUESTION: Iy question concerns the position of the military man in
any planning and action in the recenversion period,  The militery men is
charged with winning the war, Vhaot technique con the Federclogencies usc
in assuring him that business will not hedge and jockey for position in
the peacetine econony which is going to follow, at the risk of war pro-
duction? I am thinking of whet is in the military man's mind at that par-
- tiedlat tinme,

IR, SMALL: That wes the problem we were always bothercd with during
the latter part of the war-~during 1944, the early part of 1945, and the
sumner of 1945, It was a psychologicel problem: How arc you going to
allay the feoars in the military mind?
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~You refer to the COWp”nlOS jockeying for position. I do not think
they should be jovkeying for position, I think the companies ought to be
given:equality of position, in so far as you are able to do it; in
converting from war to peace. We should not give one company alead over
another company,  In other words, they should all have an even start, I
TGcllZG thgt this is thooretlcallj sound but 1mp0551b10 practlcwliyc

we found in 1944 that the few stens we were. then thlnklng about which

- would .save months of unemplcogment come: reconvmr51on, come sudden peace;

did not really detract fron the war, even théugh a lot of military minds
thought they were horrible, that they would detract, that tney'wovld
~spread like wildfire, or like some drcad disezse that would spread very
rapidly, and everybody would suddenly forget about the war and start o
thlnk "«m&t's g01ng to hapoen to me come thc reconver51“n°” s

Actually, 1t did not wonk out that WaY s I do not sec why it should,
With the controls which we then had, if we had found that that condition
endangered our war production, wo wou?d have pinmned the fellow's hide to
the wall who was doing it, We would have exposed hin to public condemna-
tion. No company would dare permit ite. They wouldn't dare do it, I am
talking now of the larger companies. They are really the oncs that have
the ls rgest over-c1l effects o

So the fears which we hrd in the swmer of 1945 did not materialize.
Therevvero 2 lot of ghests, There was also some substance, but not much.
But the contrels wore there reedy to use in the event they turncd out to
have substence and not be phantoms.

QUgsTIOW Commodore, therc was always 2 suspicion smong the social
planners that the plammed econcmy people wepgld teke advantoge of the war
to impose controls on the country end ot the same time, at the end of the
war, av01d rcllnqulshlng those controlso

Would you give us your opinion as to the Vglldltv of thot susplclon°

IR, SHALL: I sec faces around this roon of peoplc who were with me
in the War Production Bozrd and in the CPA, If anybody had that susplclon,
I had it. It was no suspicicn so far‘as I was concerned. It was a
certainty. These f&llows did have it, and there are numbers of them who
will always have its They belicve that the planned ccononmy is the right
thing, They are people who, decep down in their hearts, are convinced that
48 -the way to run our country,.

Well, now, I can't argue with them for the way they feel. I just
feel diametrically opposite to thém. I think the more freedom we have,
the better our country gets along. At the samé time I know the encnomy
is so complex you cannot plan it and run it and have freedem. The two
do not gn together, They never have gone togethoer; they never will, Tt
is impossible for them to go tcgether,
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In a plenned economy-—controlled economy is & better word for it—
the more you control the economy, the less you have of individual free—
dom. The mére you hezd toward comp lete goveramental combrol, the closer
Jou approach dictatorship-—call it by whatever name you want, whether
it be communism, fascism, or just plain dictatorship. The two things
are completely opposite, Yet, there are many people who believe in it
wholeheartedly. I know many of them. Some of them are my very good
friends, . I know they believe these things sincerely. But the lesscns
seem so clearly to show that it is fundementally wrong to head in the
direction of the planned economy, that I cannot understand why they
cannot see it my way and they cannot understand why I think as I do.

it is no suspicion. It ig a very real danger to our country.

CAPTAIN WIILER: ir. Small, on behalf of the Commandant, the
faculty, and student body, I thank you for this fine lecture.

MR. SMALL: Thank you,

(5 Apr. 1950~-350)S




