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INDSTAT IUTEGIATION COMMITTEES
OF THE ARIY ORDHANCE DEPARTIENT

A study of govermient-cncouraged cooperation among certain
armanent manufacturers in World War II

by George S, Quick

Industrial mobilization of the United States in “orld “ar IT
rosulted in the production of rmnitions sooner and in greater variety
and quantity than the intelligence estinates of Germany and Japan
considered possible, The methods and organizations through which
this result was obtained were maiy and varied, but one inportant
contributin: factor was the Arryy Ordnance Industry Integration Com-
mittee. The purpose of this study is to e:ramine the backzround,
Tformation and activities of these committees which played so signi-
ficant a role in building the nilitary strength of the natiomn.

The industry integration committee provided for the cooperation
of manufacturers producinJ a corrion item, with the objective of ob-
taining greater overa2ll production Ifrom the industry as a whole. In
essence, it required the manufacturers concerned to nartially sub-
merge their identities and give up individual perquicsites for the
comon end of a greater nroduction total. The vprogram of cooperation
required interchange oi technical information, patent rizhts, raw
materials, parts, machine tools, training and other mutial assistance,
and was encoﬁraged by the governeont of the United Ztates., ILegal
nrotection from prosecution u.der the antitrust laws was given to

participating mamrfacturers by federal legislation.




The operations of indusiry integration cowidttecs were based
upon a degree of mutual assoclaticn and cooperation so intimate that
nany observers feared tney would lead to greater concentratcion of
ind str-, and cause adverse effects upon the activities of "small

business'", These problers are considered in this stwdy, and data

is wresented zhouwing the increase in concentration in the indstries
where the committens wers common.

Achievzionts o the cormitices were mumerons, substantis2l and
2iond Jicant.,  An el ort has neen nade to diccuco tyoical erriitlces ol
211 o. the narg troes which were found, n addition, the oninions
ol marticipants in comitiec rctlvitics are groted at romc lensil in
an atlert o et tlizh the value and importance of the comiitiec

. 2

i those nost closcly associated with them.

@]

Jrom the point ol view
On the basic o) the cvidence orcsented, it can e concl-ded that
interratio: coudttees shiculd play n Lrportent fart in amgr DSt re
motilizavion, and that they can zlsso contribute to mobilization nlan-
nins dariln: neaccetire., Ceritaln iroroverentss in theilr organization
and oneration are svzgestes L enericnce in Vorld War IT cnd in the
orear conrlict, These include btoth changes in actuval onerating
nrocodures, and in the decree Lo which the —overnment ond i

arescncative should narticinnte in



erxip2.es

This study presents a description and evaluation of the industry
integravion committees organized by the Army Ordnance Department in
siorld War II., It is intended primarily Zor individuals interested in
or concerned with the problem of industrial mobilizatiion of the nation
for war, and the desire of the writer is that it may zhow how signilicant
such committees were and should continue to be in any substantial mobili-
zmatvion progranm,

Todey the United States faces the problem of :aintaining indeiinitely
a hish state of readiness for war. The fact that war serio:=sly threatens
indicates a need for larcve stocks of mmnitions, but to create large stocks
ol m-.nitions that are not soon uscd means great loss and waste througz:
obsolescence. Our nation has determined that it will rely wpon its abili-
" to quickly produce large supolies of rmnitions if war coies, rather
than bring into e-dstence great stocks which may never be used. Such a
policy reans reliarce upon the ability to very quickly and eZficiently
shift from the oroduction of weacetime itens to those required for warfare.
The problems of making sucih a shift are vast, and in all our wars to date
the process has taken a relatively long tine.

Yeans by which the time reqguired +o shift from peacetime to wartime
woduction can be reduced are ol great importance to the security of the

nttion. One such means is the employment of the industry integration
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comittee device, as discussed in this study.

Industry integration commitiees apseared first in connection with the
work of tne Army Ordnance Departiient. This Department, which for more than
a centdry and a half has been a significant employer of mamufacturiag labor
in its arsenals, has a considerable history of important coantributions made
in the fields of indusirial crganization and management methods. Among
thece contribntions were advances in apprentice training, union-management
cooperation, mass production techniques s and mumerous others.

It was v 7zood Tortune to particinate in the production orogrant of the
Aarmy Ordnance Department duriars the years 19L2-19L4)i. As a corriissioned
officer I worled in close association with both the military and civilian

‘ice of the Office of the

[

sijes of munitions production, firsi in a sube-of
Chief oI Ordnance in St. Louls, ‘idssouri, and later in the Office of the
Chiel ol Ordnance in Washiagton. ty direct e:perience in those years ine
cluded numerous contacts with members of many of the industry integration
comrt.tiees, and I assisted in the solution of some of the mroblems that
arose in connection with the comittee progra,

Of necessity, sone aspects of comitice activity are not dealt with
in the Tollowing pages. For eranple, it is quite lilely that the relation-
shins established by committee contacts had important bearinz on the re-
acgoblation of contracts durin- and aftz=r the war. Howevor s it did not
prove possible to obtailn date to establish the nature or degree of this

infl-ence, It is zlso probable that «litary Security was oiten Jeopardized

il)

and even broken by cormittee members workinz on munitions iteris, Though
seeurdty clearance by the Federal 2 reau of Investigation ‘ras always re-

qQuired Ior contractors workin~ on classified itens, it is nunlikely that all

iii




members of contractor organizations could be expected to maintain levels

of military security that would be considered adcquate by normal military

standards. Againk however, data on the subject has been unavailable.

In the proparation of this study, the persommel of the Library of the
Industrial College of the Armed Forces and ‘he Library of the United States

“Alitary Acadery were most kind and helpful in procuring materials. The
Ofice of the Chiel of Ordnance, particularly the Historical Section, was
ol rreat assistance, as was the Office of The Adjutant General., The Ofiice
o the Attorney General ol the Ynited States supnlied information and
naterials that would have been very difficult to procure otherwise.
Professor Z. Clark Dickinson and rrofessor William Haber were very

helsiml and encouraginz throushount the years o work which this study re-

resents, and the time spent and the advice given by both is deeply appvre-

-

iated.

[¢)
[N

-y wife handled Iive enerpetic, and toward evening often rather tiring,
children for many lonz months irithout a nor—al portion of assistance from

ne, and unless she had done so this could not have Leen written.
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INTRODUCTION

On the eve of the entry of the United States into World
War II the nation's facilities for the production of munitions were
rudimentary. Since World War I the making of items for war had been
held in low repute by wide sections of the populace, and many of
the important industrial producers of that war had spent the two
ensuing decades trying to cleanse themselves of their taint as "Mer-
chants of Death".l/

Between wars there had been some effort to keep alive a poten-
tial for industrial mobilization, and certain organizations, such as
the Army (now American) Ordnance Association, had steadfastly main-
tained as a primary objective a program of preparedness. In addition
some private individuals, notable among them Mr. Bernard M., Baruch,
had actively fostered the idea of industrial preparedness. However,
despite such localized activities, little was accomplished. Within
the military establishment a limited number of staff officers and
engineers concentrated on industrial mobilization planning, and actual
programs of a limited nature were formuilated on paper.g/ However,
significant planning in this field is extremely expensive. In the
Twenties and Thirties, when the entire anmial military budget often

l. William S. Dutton, Du Pont, One Hundred and Forty Years,
New York: Charles Scribner's Sons, 19L2, Chapter VIL, especially p. 252.

2. See, for example, Industrial Mobilization Plan, 1933,
Washingtonj Govermment Printing Office, 1933; Industrial Mobilization
Plan -- Revised, Washington: Government Printing Office, 1936;
Industrial Mobilization Plan Revision of 1939, Senate Document No. 13lL,
2nd Session, Washington: Govermment Printing Office, 1939.




amounted to only a few hundreds of millions of dollars, there was
little money available for such basically important projects as ed-
ucational orders to industry, plant surveys, or opening of pilot pro-
duction lines in the plants of potential producers .3/

Within private industry, prior to 1939, facilities for the pro-
duction of such basic items far war as ammunition, small arms, artil-
lery, tanks and military explosives were almost non-existent. A few
companies were equipped for making very limited quantities of mili-
tary explosives and small arms, and for loading small arms ammuni tion, but
nowhere could facilities for the production of equipment such as tanks
and artillery be found under private owndership,

Almost the entire productive capacity of the nation for cannon,
military rifles, tanks, gun carriages, fire control instruments, bombs
and artillery ammunition was located in the so-called old-line arsenals
of the Arnv.l_*/ In these, together with an even more limited number of
Navy installations, the military establishment attempted to carry for-
ward its programs of research and development in the field of arms,
and also to produce to meet its own needs, Yet even the facilities
existing in these installations had historically been subject to pub-
lic antagonism, The earliest, Springfield Armory in Springfield,
Hassachusetts, within a year of its founding in 1777 s had been

3. J. W, Swaren, Plant Surveys and Educational Orders, Washing-
ton: Industrial College of the Armed Forces, January 1947,

L. Springfield Armory, founded 1777, for small arms 3 Watervliet
Arsenal, founded 1813, for cannon; Frankford Arsenal, founded 1815 s
for artillery fuzes, optical instruments and small arms armmmnition;
Watertown Arsenal, founded 1816, for gun carriages; Rock Island Arse-
nal, founded 1863, for gun mounts and tanks; Picatinny Arsenal,
founded 1860, for a.rti]#ry ammunition, pyrotechnics and explosives.
See "The Army Ordnance D“partment -- Its Mission and Current Operations",
Army Ordnance Report No. 3, Washingon: Army Ordnance Association,
October 15, 1943, p. 20. )




criticized by private industrialists who wanted it closed down so that
they could get the contracts for production of rifles for the army,E/
Since that time the arsenals have always had to struggle for existence
during years of peace. Only the circumstance that most of the items
they produce have no place in the civilian economy has permitted them
a hand-to-mouth existence. A camnon tube, requiring as it does ex-
tremes of strength to contain the pressures of firing; a piece of armor
plate, intended to ward off high-velocity projectiles; or recoil sy-
stems for artillery pieces, embodying as they do yield strengths of
great magnitude and hydropneumatic braking systems engineered to ex-
tremely fine tolerances; are all items highly specialized in design,
limited in usage, and costly to develop and produce. Such items offer
little atiraction to the businessman, especially when there is stigma
connected with their manufacture as far as the public is concerned.

Thus the United States faced World War II with an industrial system
not equipped for war production, and with few prototype facilities in
existence which could be used as patterns for new construction., En-
tire branches of industry had to be created, starting with the very
excavation for the plant. There was much talk of the ease with which
the automobile industry, for example, could be converted to tank pro-
duction, but it was almost completely talk. Except for general pur-
pose machine tools, some items of handling equipment, parts of conveyor
systems and a few other items, conversion in practice usually meant
shutting down, stripping the plant, moving in new production line equip-

ment and then resuming operations, Mr. Charles E,. Wilson, then President

5. Springfield Armory -- History from 1777 to 1919, Mamuscript
in Ordnance Historical Section, Office, Chief of Ordnance, Department
of the Army, Washington, pp. 87-91.




of General Motors Corporation, in commenting on the conversion of

the automobile industry for World War II declared:

When you convert one of our factories, you move everything
out and skart with blank space. Out of a long row of intri-
cate machines on the production line a certain percentage may
be used in the manufacture of a war product, depending on
what that war product is. But the production line will neces-

sarily consist mainly of new, special-purpose machines along
with any of the old maghines that can be rebuilt for the new

manufacturing process.

Let us examine the field of ammnition production, which is
basic to warfare, as an example of the problems faced in mobilizing
for war. In this field there was almost nothing to start with except
some knowledge of small-scale production of military explosives and
loading operations, The ammunition challenge was to call into being,
in the shortest possible time, facilities for the production of haz-
ardous chemical products in the form of military explosives, and to
simultaneously create manufacturing plants in which assembling and
loading operations for ammnition could be carried on.

Prewar surveys by defense planners had clearly indicated that
the capacity for commercial produciion of small arms ammunition,
smokeless powder, trinitrotoluene (TNT), dinitrotoluene (DNT), ame
monia, toluol, dimethylaniline, diphenylamine and other basic chemical
products needed in explosives mamufacture were entirely inadequate,
while plants for the loading of artillery shells, rockets, bombs and

fuzes did not exist at all.Z/ However, the planning agencies of the

6. Donald M. Nelson, Arsenal of Democracy, New York: Harcourt,
Brace and Company, 1916, p. 2183,
7o Albert J. Engel, "Ordnance Ammunition Productidn", an address

before the U.S. House of Representatives as reprinted in Army Ordnance
Report No. 6, Washington: Army Ordnance Association, Awgust, 194k, p.lL.




War Department had worked with representatives of the small peacetime
powder and explosives indusiry to formulate plans and specifications
for typical powder, explosive, military chemical, shell-loading and
powder-bag-loading plants, and some basic plans existed when need
for them arose in 19h0.§/ These plans envisioned facilities on a
scale never before constructed in this country for production of thé
type contemplated. No yardsticks, patterns or models were available
except small-scale, job-lot types of commercial facilities in some of
the categories, and the research and development type of installation
found in the arsenals. However, the foresight of the planners per-
mitted very speedy creation of explosives capacity once funds were
made available for actual construction. The first funds received by
the Army Ordnance Department for the construction of plants for the
manufacture of powder and explosives were made available in July 19L0.
By March 1941 smokeless powder was being produced in the Indiana Orde-
nance Works, Charlestown, Indiana, and in April smokeless powder pro-
duction began at the Radford Ordnance Works s Radford, V:i.rgim‘.a.z/
Plants of the other types opened up in rapid succession. Whereas in
1938 our total capacity for production of powder and explosives was
less than 50 million pounds yearly, in 1941 we produced 375 million
pounds, in 1942 almost two billion, and in 1943 more than three
billion!y

The speed with which American industry mobilized for war far

outstripped the estimates made by enemy planners. The factors which

8. Tbid., p. 11.
9. Ibid., p. 1l.

10, Ibid., p. 10.




made rapid mobilization possible were not obvious, and in fact were
not recognized in advance by either friend or foe. Many of the ar-
rangements and devices which proved highly successful in accelerating
industrial mobilization, and increasing the volume of production,
originated in the stress of feverish activity, and were launched
without careful vreplanning. They sprang from circumstance, and the
hammering by the forces of later circumstances, the pounding of pain-
ful experience, forged highly effective tools which can serve well in
any industrial mobilization.

The following study concerns one of the World War Il devices for
ereatly accelerating armament production. The device originated in
the Army Ordnance Department, which was that segment of the military
establishment having the most extensive responsibilities with regard
to munitions production of any single organization. This device, the
Ordnance Industry Integration Cormittee, was sponsored by the Chief of
Ordnance, organized by officers of his office, and was peculiarly
limited to mamufacturers holding contracts with the Army Ordnance De-

partment. The purposes of the committees were

to provide for the interchange between contractors of
information regarding production techniques and processes, to
cansider and make recommendations with respect to problems
of production and supply of materials and components, and to
consider and recommend measures for the best integration of
the facilities of the several manufacturers so as to attain
maximm efficiency in the utilization of such facilities.li/

11, L. H, Campbell, Jr., in letter to Donald M. Nelson, Chairman,
War Production Board. Ordnance Procurement Instructions 56, Washingtons
0ffice, Chief of Ordnance, 1942, p. 56Al.




The degree to which those burposes were achieved by the Ordnance In-
dustry Integration committees; how the committees functioned; how their
operations affected other producers and the industrial economy in general;
and how similar committees may be of value in future mobilizations will
be considered in this study.

In Section I, five chapters are devoted to the discussion of the
economic background, legal basis, formulation and development of the com-
mittees. Section IT begins with three chapters in which committee oper-
ations are described, indicating typical ways in which they contributed to
the maximization of production. The fourth chapter of Section II con-
siders some of the great problems of industrial mobilization for war, ard
indicates the need for a device of the integration committee type to aid
in their solution. Section III opens with a chapter describing the areas
in which committee action ié considered desirable, pointing out significant
changes in govermment policy toward committee activity in the Korean
conflict period as compared to World War II. The other two chapters of
the section discuss some of the implications of committee activity with
regard to their effects on small business and the concentration of in-
dustry. Finally, Section IV presents some of the tangible results which were
obtained from the activities of the comnittees, and offers arguments for the

inclusion of the integration committee device in future plans for indus-

trial mobilization.




SECTION I

FORMULATION OF INDUSTRY INTEGRATION COMMITTEES




Chapter 1

Some Economic Aspects of Industrial Mobilization

The impact of war, or large-scale preparation for war, on the
economic system of a nation is far-reaching and dramatic. To a
considerable extent the forces, influences, customs and regulations
that govern the operation of the peacetime economy are modified,
replaced or disregarded when war comes.,

Unlike peacetime, when relative prices and profits large-
ly determine the allocation of resources, the main criterion
in a war or an armament economy is the maxdimization of arma-
ment production. Other objectives, such as minimizing the im-
pact upon civilian industries or the prevention of postwar
maladjustments, may also play a role, but they are secondary
to the major objective. The customary methods of determining
who gets what and when, that is, largely through the market
mechanism, are replaced by govermmental fiat which allocates
resources to a growing degre¢ so that the maximum output of
war goods can be attained,

The demands of warfare, as they are applied to the econony ,
quickly cause it to change in radiecal fashion. If the ® vel of un-
employment has been considerable, there is a rapid taking up of the
slack and then an appearance of a labor shortage which tends to be

aggravated as the months pass. The size and induction policies of

12. Jules Backman, Antonin Basch, Solomon Fabricant, Martin
Gainsbrugh, and Emanuel Stein, War and Defense Economics s New York:
Rinehart and Company, Inc., 1952, p. 3.
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the armed forces pose serious problems with regard to the supply of
labor, while the duration of the defense effort may be such that ex-
tensive measures may be required to assure the maintenance and in-
crease of the supply of engineers, scientists, techniecal personnel
and skilled labor., Great pressure is felt for more effective utili-
zation of available manpower, as the time element which is present
in a war production program does not usually pemit long-range per-
sonnel development projects. Gigantic new industries (such as the
ammunition industry) which require highly capable management and a
large proportion of technicians and skilled labor must be quickly
brought into substantial production. This means that their demands
for personnel at all levels must be suddenly superimposed upon those
which the economy is already experiencing,

The situation with regard to tools, materials, buildings and
other facilities is similar., Suddenly there are new bidders in the
market place for all of ihe factors of production, and these bidders are
often armed with an almost unlimited supply of public funds. Simul-
taneously the producers for the normal peacetime economy are feeling
the stimulus of the money and activity which are present in the war
preparation atmosphere, and they foresee new profit opportunities
for themselves if they can successfully compete for the means of pro-
duction. In such a situation, the allocation of resources on a price
basis would lead to choas, axd govermment customarily imposes controls
which are designed to assure a maximization of armament production.

The devices used by the government toward this end inelude establish-




ment of priorities, price control, rationing, foreign exchange con-
trol, labor retraining, subsidies, government buying monopolies,
measures to stimulate production, stockpiles of strategic materials,
conpulsary savings, higher taxes, a longer work week, and similar pro-
jects.;é/ Historically, these devices have been employed on a piece-
meal basis and only when the nation was very close to or engaged in
war, rather than as a rounded program put into effect as war threatened,
The result has been, in our wars so far, a period of great disorgani-
zation and confusion in the early stages of industrial mobilization.
Mr. Bernard M. Baruch, writing in 1941 of his experiences as Chairman
of the War Industries Board in World War I, declared:
The War Industries Board plan contemplated getting ahead

and keeping ahead -- avoiding bottlenecks rather than breaking

them. It was arrived at by trial and error -- which are prov-

ing in 1940 ami 1941 what they proved in 1917 and 1918. . Tt is

regrettable that we have to re-travel any of that roarl.ul

The War Industries Board plan in World War I was a means for giv-
ing positive direction to the economic system through government con-

trols and regulations.;g/ The painful gestation period which finally

13. TIbid., p. 3.

1. Bernard M. Baruch, American Industry in the War, New York:
Prentice-Hall, Inc., 1941, p. v.

15. Ibid., pp. v and vi. Mr. Baruch's summary of his War Indus-
tries Board plan indicates how significantly it affected the economic
activities of the nation. He wrote:

A study of the War Industries Board plan will show, among
other things:

Protection of civilian needs by the retention of the




led to the birth of this plan was remembered after the war and led

to considerable industrial mobilization planning between wars. The
intention was that a plan would be immediately available for use if
war should come. There was to be no period of confusion and ineffi-
ciency while the peacetime controls of the economic system were pain-
fully switched to those necessary for an effective armament program.
Despite much planning, however, as World War IT approached the same
confusion, uncertainty and lack of an implemented program was ex-

perienced.lé/ Instead of establishing the type of organization

highest possible standard of living at the lowest cost.

Organization of demand and supply. This means not
alone a mobilization of things but all trades, callings,
and professions to which application can be made for the needs

that mist be met.
Priority.

Price control -- with an increased tax program to pay
as much as possible as we go.

Conservation -- to make both ends meet where there
are shortages.

Conversion of facilities.

Control of imports and exports with a world-wide
economic strategy to insure supplies to our friends and
to withhold them from our enenies.,

Wise location of plants and new facilities having
special reference to housing, transportation, and labor,
spreading to all communities the opportunity to take part
in defense work.

Regional organization with special emphasis upon sub-
contracting, using small business for malking parts to be
assembled in larger units.

16. Thomas D, Perry, "Statubes and Executive Orders on Civilian
and Industrial Mobilization', Mobilization Planning and the National
Security, 1950 -- 1960, Senate Document No, 20L, Blst Congress, 2nd
Session, Washington: Govermment Printing Office, 1950, pp. 182-203.




used in World War I, or which had been developed as the official
Tndustrial Mobilization Plan, the organizational growing pains of
1916-1918 were duplicated.EZ/ There was no sudden imposition of a
carefully worked out, integrated plan for operation of the wartime
economy.

The reluctance of the government to impose such a plan is
understandable. No matter how carefully the program might have
been worked out, in so vast a project serious flaws would be un-
avoidable. Numerous individuals, groups and organizations would
undoubtedly find their interests adversely affected, and there had
been no period for educating them concerning the reasons for such
possible injury. In fact, the political authorities had not had
time to prepare the nation for the burdens and restrictions that
would be inherent in an effective wartime economic control policy.

In addition, there was widespread distrust as to the ability
of the govermment to assume such a job. A pouwerful section of the
nation vociferously held the opinion that government regulation
was inherently inefficient and incapable. In the opinion of this
group, wartime assumption by the government of control over the
economic system was a necessary evil to be put off as long as pos-
sible. Though the dark day of govermment domination could not be
forever postponed, various devices and expedients could be employed
which would avoid a sudden shift away from business as usual.

The economic progranm for maximizing production in wartime has

an urgency about it which is not present in normal peacetime

17. Backman, War and Defense Economics, p. 5.




operations. Armament production must be pushed to a high level in
as short a time as possible, and the estimates of requirements have
little meaning unless the time factor is considered. "Unless a
country prepares for all-out war during peace, the greatest shortage
confronting a nation becomes 3§gg;.nl§/ For many of the items of arma-
ment, such as airplanes or heavy artillery, more than two years may
be required to get the product from the finished design stage to actu-
al production. This means that every possible method must be used
to reduce the time element, and that any plan which will permit avail-
able means of production to be employed more effectively, rather than
wait for the creation of new ones, is a great advantage.

Thus in moving from a period of peacetime production, when the
choices of the market-place tend to control the economic system, to
a wartime econony, we find a completely different tempo., During
peacetime the market forces are subject to a reasonable degree of
understanding and forecasting, and businessmen are able to establish
fairly accurate estimates of demand extending into the limited future.
Though the marketing relationships are subject to a certain degree
of abuse by unscrupulous business men, in general actions in the mar-
ket reflect planning, forethought and analysis on the part of those deal-
ing there, In the war economy new and limitless demands are imposed
upon the production system. Sincere efforts are made to plan care-
fully, but the uncertainty of requirements, the urgency of the situa-

tion, and the impossibility of understanding the effects of the

18. Ibid., pp. 3“)40
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interactions of the various demards on each other amd on the system
make effective planning dlmost hopeless. At the best, the planners
are faced with what is probably a superhuman task. At the worst,

they are subject to all the frailties of the human being, and sweep-
ing decislions with vast economic consequences may be made on the basis
of ignorance, jealousy, greed or ill humor.

While the peacetime tempo is one in which economic activities
establish themselves at certain levels fairly sluggishly in response
to the stimmli of price and profit, wartime production requires im-
mediate readjustments to meet the estimated situation. The control-
ling authorities are required to take drastic, positive action to
obtain what is needed, and usually the knowledge upon which such ac-
tion can be based is scanty or lacking.y/ In the absence of a firm
basis for action, there is a great temptation to look into the past
to see what was done in a similar situation. Thus there is a tenden-
cy to fight the preceding war rather than the current one in the arma-
ment production field just as on the battlefield. The guidance which
can be obtained from previous experience is, of course s> of great value,
but it must be used in the light of the current situation rather than
as it was in the past. Such astute application of knowledge from the

past is not always possible in the disorder and haste of a war

19, For example, consider the problem faced by Secretary of
Defense Charles E. Wilson in attempting to judge the correct level for
armament production in view of the international realities of midyear
1953. Writing of the need for information from the Central Intelli-
gence Agency, the editors of Fortune declared: "If Wilson could only
be sure of that which is going on behind the iron curtain he could add
or subtract billions to and from the military budget as confidently as
he used to lay down General Motors production schedules." See "De-
fense and Strategy", Fortune, July 1953, p. 38.
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production program.

Need for Coordination of Industry

Faced as it is in war with the problem of survival as a nation,
the government takes drastic steps to protect the national interests,
The program of economic controls that is adopted is a collection of
such steps, and each of the controls can have significant ramifica=-
tions., In the effort to maximize production, it is necessary to make
the most effective possible utilization of exdsting facilities and
means, Such an objective calls for an accurate understanding of the
industrial structure of the nation, and for utilizing that structure
as a homogeneous, coordinated entity., It demands a view of the
national potential to produce each given military item, rather than
the potential of particular planmts. For example, if the problem is
to maximize the production of brakes for trucks, the national poten-
tial would be the production possible if all of the existing brake
producing plants were contributing as much as they possibly could to
the nation's total output of truck brakes., This might or might not
mean a masdmum of finished brakes from each plant, because one might
be able to produce certain components of the brake faster than other
components, and would be held up in the assembly of finished brakes by
the component in least supply. However, another plant might be able
to produce the short component in excess of its own needs, and by
supplying the excess to meet the shortage at the first plant, the
finished brake output of the two plants could be made to exceed that

of both plants working alone.
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The type of cooperation and muttal exchange of information which
would permit the result described above is only possible when the inter-
relaticnships of mamifacturers are very complete and close, Historically,
such interrelationships have been viewed with great suspicion by the
covernment, which has seen in them an easy avenue to the establishment
of monopdlies and of concerted activities in restraint of trade. The
remainder of this chapter will be devoted to a brief consideration of
the concerted activities of business men in the form of trade associations,
and of government attitudes toward such activities,

Antitrust Legislation in the United States

Since the passage of the Sherman Act in 1890, and in accordance
with later modifications of that Act as embodied in the Clayton and the
Federal Trade Comnission Acts of 191&,29/ it has been the policy of
the govermment of the United States to condemn two general catecories of
businecs conduct: restraint of trade, and monopoly.gl/ The enactment of
the Sherman Act actually establis™ed a statutory basis for case-law develop-
rents over a long period of years., "The legal repression of restraint of
trade and monopoly long antedated this legislation, both terms having a
cormion law significance."gg/ The Sherman Act did not define what was

meant by "restraint of trade", nor did it spell out what constituted a

20. The Sherman Act, 26 Stat. 209, 15 ..S.C., sec. 1l; The Clayton
Act, 33 Stat. 730, 15 U.S.C., Sec. 12; The Federal Trade Commission
Lct, 33 Stat. 717, 15 .S.C., Sec. L1.

21. “ilton llandler, "A Study of the Construction and Enforcement
ol the Iederal Antitr-st laws", lMonograph Ho. 38, Investigation of
Concentration of Economic Power, . S, Temporary National “conomic Com-
nittee, Senate Committee Print, 76th Con-ress, 3d Session, Washington:
Zovernrent Printine Office, 1911, »n. 2.

22, 1pid.
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monopoly. In applying the statute, the enforcing officials distin-
gﬁished between two general types of combination: loose-knit con-
federations and close-knit integrations. The latter type related to
combinations arrived at by merger, consolidation, the holding company
device, or through establishment of trusts. The former "imvolved the
elimination of competition among independent business enterprises
either by voluntary accord through the fixzation of prices, allotment
of customers, division of territories, and curtailment of production
or to the involuntary exclusion of competitors through boycotts and
similar restrictive practices“.gé/

The Sherman Act condemned every contract, combination, or
conspiracy, in the form of a trust or otherwise, in restraint of trade
or commerce among the several States. The question was very quickly
raised as to whether or not this condemned the familiar covenants not
to compete ancillary to the sale and purchase of a going business,
and to similar agreements.gé/ Under the "rule of reason" which had
been established in common law such restraints were corsidered legal,
However, early opinions of the United States Supreme Court held the
"rule of reason" inappliczble to proceedings under the Sherman Act.
"It was felt that there was no room under the working of the statute

for the adoption of common law views of legality."gé/

23. Ibid.,
2L, Thid., p. 3.
25. Ibid., p. 5.
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This position was reversed in 1911 by opinions of Chief Justice
White, whose examination of the common lawsatisfied him that the
standard of reason was applied to all restraints, anecillary and non-
ancillary, and that the term restraint of trade was used at common
law to signify and indicate an unreasonable restriction of competition.
A reasonable restraint of trade was to him a contradiction in terms -~
if the restriction was reasonable it was not a restraint of trade; if
a restraint of trade, it was by definition unreasonable.gé/ The
enunciation of this "rule of reason" served to encourage the loose-
knit type of confederation referred to above, and there was a rapid
growth of such organizations as trade associations after the rule was
established as a part of the legislation regulating business competi-
tion.gz/

A trade association "may be defined as an organization for mitu-
al benefit, composed of independent business concerns engaged in the
same kind of industry or trade, and designed primarily to affect the
conduct of that industry or trade".gé/ A trade association exists
solely to serve its members; it does not itself engage in the pro-

duction or sale of goods.gg/ The activities of trade associations

26. Standard 0il Co. of New Jersey v. United States, (1911) 221
U.S. 1, and United States v. American Tobaceo Co. (1911) 221 U.S. 106,
179; both as cited in Handler, p. 7.

27. David Lynch, The Concentration of Economic Power, New
York: Columbia University Press, 1916, p. 96.

28, Trade Associations: Their Economic and Legal Status, New
York: National Industrial Conference Board, Inc., 1925, pP. Te

29. Dewey inderson, Theodore J. Kreps and Ruth Aull, Final
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"mizht be grouped in two categories: the ostensible, or obvious, and
the collusive, or clandestine. In other words, trade association
activities might be classed as those making social contributions and
those of a monopolistic and predatory nature. The former funciions
are often publicized, whereas the latter are less tangible and are

seldom admitted, “3_0/

Government Encourazement of Trade Associations

The government has often encoura-ed the formation of trade as-
socilations in an effort to obtain the social contributions which such
organizations can offer. In 1913 the Webb - Pomerene Export Trade Act
was passed in an effort to place American exporters in a position of
competitive equality with exporters of European nations, who had long
been permitted and even encouraged to combine for mutual action in the
export trade. The Webb - Pomerene Act exempted from the provisions of
the antitrust laws any associations which were entered into for the
purpose of engaging in export trade and actually engaged soldy in such
trade.g-]:/ The Act provided that if such an association, by agreement
or act, artificlally or intentionally raises or depresses prices at
home, the act's protection was withdrawn. Congress apparently believed

that combinations could be organized to impose controls on the foreign

market without influencing market supply and prices at home. However,

Report of the Executive Secretary to the Temporary National Economic
Comnittee on the Concentration of Economic Power in the U. S., Senate
Committee Print, 77th Cong., lst Sess., Washington: GPO, 1941, p. 85.

30. IW'nCh, pp‘ 96-970
31. Final Report of Executive Secretvary, TNEC, p. 10l.
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"no such cleavage is possible. The domestic market is in fact a part,
and in the United States an important part, of the world market,"32/
Thouch presumed by law to impose no controls on the home economy, in
practice export associations "implement measures designed both directly
and indirectly to restrain competition within the home economy and
serve as media for the development of informal programs of restraint."éé/

iAnother period of government encouragement of trade association
activities, this time in the domestic sphere, marked the post World War
I economic scene., During the administrations of Presidents Coolidge
and Hoover

trade associations were encouraged; the latter, first as

Secretary of Commerce and later as Executive, championed the

associations and put the services of his department at their

disposal., This was a period which one historian called that

of ""government alliance with the great trade associations",

or, as Mr. Hoover characterized it, "passing fron a period of

extreme individualistic action into a period of associated

activities". The second period of government sponsorship oc-

curred during the days of the NRA (MNational Recovery Admini-

stration), when the associations took the initiative in draft-

ing and presenting the codes., 0ld associations tqok on new

life, and new ones rose to power and affluence.éﬂy

An idea of Mr. Hoover's conception of the role of trade associa-
tions can be obtained from the statements contained in the report en-

titled Waste in Industry which was prepared by The Federated Ameri-

can Engineering Societies while Mr. Hoover was President of that

Organization.

32. Iynch, pp. 234-235.
330 Ibid., po 238.

3L. Ibid., p. 96.




22

Trade associations should be formed in those industries
lacking comprehensive organizations.....lfrade associations
should collect and make public trade information, including
current data on production, stocks on hand, consumptiom, the
general price levels of essential commodities, and statistics
of active and idle plant capacity. Such information would
make for stability and elimination of waste.....Trade associ-
ations should promote programs for the standardization of
cost accounting methods, the introduction of standardized
material specifications, the establishment of production
standards, the standardization ?f equipment and the standard-
ization of finished products.

The specific stratas and types of activities in which trade as-
soclations engage are too varied to enumerate here. The final repart
of the Secretary of the Temporary Naiional Economic Committee lists
more than fifty different activities engazed in by the trade associ-
ations operating in 1938.29/ These can roughly be grouped into
major categories as follows: simplification and standardization of
procedures and products, industrial research, interchanze of patent
rights, joint advertising, trade promotion, traffic information,
codes of business ethics, settlement of disputes, cooperative insur-
ance, joint representation before government bodies, labor relations
activities, interchange of credit information, and collection and
distribution of statistical infarmation.3?/ It can be seen that

these cooperative activities are of a type that could be constructive

and generally beneficial. However, it is also readily apparent

35. Committee on Elimination of Waste in Industry of the Feder-
ated American Engineering Societies, Waste in Industry, New York:
McGraw-Hill Book Company, Inc., 1921, p. 30.

36, Final Report of Executive Secretary, TNEC, pp. 86-87.

37. ILynch, p. 97.
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that "organizations capable of achieving these objectives are fraught
with the potentialities of social abuses".ég/ It has been the duty

of the government, within the powers of the existing antitrust legis-
lation, to assure the benefits but deny the abuses which are potentially
inherent in trade associations. "It is impossible to measure the ex-
tent to which members of trade assoclations are actually engaged in
cooperating to serve the public or conspiring against it. The line
between cooperation and conspiracy is nob an easy one to draw."éz/
Further, the attitude of the government@/ toward association activi-
ties varies from the encouragement of the Coolidge-Hoover-National

Recovery Administration type to the fairly energetic attempts which

38. Iynch, p. 97.
39. Final Report of Executive Secretary, TNEC, p. 86,

LO. In practice, the "attitude of the government" has been at
times difficult to ascertain, because of differences of opinion among
various goverrmental agencies. For example, in 1922 there was a
considerable difference between the position of Secretary of Commerce
Hoover and that of Attorney General Daugherty:

"The Secretary of Commerce was somewhat perturbed by the
interference of the Department of Justice with his program for
organizing American industry and making it articulate in a more
representative way in national counsels, but he must have ex-
perienced little satisfaction in the Attorney General's tentative
and indefinite pronouncements upon the lawful sphere of trade
association activity. The chief outcone of the Attorney Gener-
als response to the inquiries of the Secretary of Commerce con-
cerning the 'legitimate cooperative activities' of %legitinate
trade associations' was to create a sense of uncertainty and
distrust in the minds of trade association executives.....

"A sharp and vital divergence of policy has also been
disclosed, from time to time, between several of the technical
branches of the government service and the legal departments.
A nusber of the federal bureaus have at one time or another
inade to the Industries which they serve sugsestions or even
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have been made in more recent years to end their activities in restraint

of trade in many fields. For example, in 1941 it was possible to write:
The campaign initiated by the Department of Justice for the
enforcement of the antitrust laws in the building trades is well
under way. New indictments are being handed down and consent de-
crees accepted by trade and labor groups during each succeeding
week.....The combined effect of the restraints imposed by associ-
ations of producers and distributors of materials, by rings of
subcontractors, and by trade unions probably has so increased the ]
cost of construction as seriously to limit the volume of building.i}/

Conflict Regarding Proper Antitrust Policy

The period of World War IT had the effect of generally relaxing

the effort to enforce the antitrust laws, as will be noted in the

next chapter, However, there is no doubt that two distinct views

of the adequacy of existing antitrust legislation are held. Professor

Milton Handler, writing on the eve of World War IT, reached the conclusion

recom:endations quite inconsistent with the general tenor
of interpretation of the anti-trust laws, as applied to
trade cooperation, adopted by the Department of Justice
and the Federal Trade Commission.

"These divergences of opinion and policy have served
Lo keep the trade association movement in an agitated state,
On the one hand, the censorious attitude of the Department
of Justice has undoubtedly exerted a repressive influence
upon the development of trade organization. On the other
hand, the encouragement and cooperation held out by the
Department of Commerce and the several technical bureaus
have quite as certainly stimulated trade organization."
Irade Associations, NICB, pp. 23-29,

L1, Final Report of Executive Secretary, TNEC, p. %,
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that

OQur study of the antitrust laws and their administration
has satisfied us that the objectives of these laws are socially
desirable, are econonically sound, and are capable of practi-
cal attainment, With increases of appropriation and personnel,
with moderate changes in the substantive law, and with some
modifications of our administrative procedure, these ends could
be easily attained. The gains of intelligent, far-sighted,
and vigorous enforcement of our antitrust laws greatly outweigh
the costs of these reco:mended changes._g/

On the other hand, Mr, David E. Iilienthal, formerly chairman of the
Ternessee Valley Authority and of the Atomic Energy Commission, two
of the greatest government enterprisesso far known in history, in

discussing what he considers the shortcomings of the nation's existing

antitrust policies declares:

The approach I propose is thavt, by act of Congress, we
malte our present limited and essentially negative Gogma of
competition (such as is embodied in our antitrust laws and
their current enforcement) clearly subordinate to a broader
and more basic proposition. Such a new law should make it
explicit that what we want is something positive: productiv-
ity for the general welfare and the common defense. The
Sherman Act forbids "restraint of trade" -- a double negative,
The new law, by contrast, should e:x Tessly foster the "development
- of trade" -- 2 double affirmative.ég/

In conclusion, it can be said that the existing antitrust legis-
lation is such that there is considerable uncertainty as to just what
conprises "restraint of trade". The attitude of government toward
the enfarcement of the antitrust laws has been variable in both in-
tensity and degree. It is not surprising to find, in such circumstances,

that the individual business man, in considering his own acts in

42. Handler, op. cit., p. 100.

L3. David E. Lilienthal, Big Business: A New Era, New York:
Harper and Brothers, 1953, P. 135,
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relation to the antitrust laws, is not always certain as to Just what
is legal and what is not. However, the utilization of the nation's
nraductive facilities in such a way as to nazdimize their outnut re-
gquires that they be viewed as indostrial groups rather than as in-
dividual plants. ith regard to such groups, it will te seen in Chap-
ter 3 below that manufacturcrs were concerned about the legality of
tmeir particination in then even when encoura-ed to participaie by
arencies of the federal government.

The effects of mobilization for war upon the industrial structure
of the nation are corsidered beclow in the three chapters of Section

he vast increases in plant facilities aid egnipment which

=
=

[

o

nmooilization stimalated eare discussed, and the changres in size of the
narticipating corporations are reviewed, By the placin: of arime
contracts for munitions, and by assigninz prioritiecs for naterials

an< equipment which permitted the prime contractors to riect their com-
mi.tments, the contracting agencics of the government grea'ly in-
Tlaenced the nature of the indusitrial structure that emerge. from the
war. The cooneration of manufacturers amons themselves uhich was
encouraged by the government was also without doubt an i portant in-
Tluence in this regerd. One of the important, and as yct unsolved,
mroblems of ratire mobilization »nlannins is to determine how full
advantage can be taken ol the pre-war evisting and war-added industrial
structures without adversc cfcets in the sense of increasing the

concen@ation of co~trol of ccoi:omic power,




Chapter 2

Development of Industiry-Army Ordnance Cooperation

In the previous chapter, brief consideration was given to some
of the changes in the economic system which accompany large-scale
armament production programs. The urgency which normally attends
such programs was pointed out, and it was noted that the ceritical
time element made mandatory a policy of getting the greatest pro-
duction possible out of the facilities already in e>istence. Be-
cause maxinizing production of the existing industrial structure
neans operating it as one great coordinated entity, the problem of
organizing industry on such a basis was considered in the histori-
cal light of its antitrust implications. The present chapter will
examine further the attitudes of govermment and industry with re-
gard to cooperation in war production, and will trace some of the
history of the development of such cooperation in World Wars I
and IT,

As was noted in the preceding pages, the experience of the
United States with industrial mobilization for war in World War I
began with a period of great confusion, indecision and inefficiency.
It was not until March L, 1918, when Mr. Baruch became Chairmm of

the War Industries Board, that the cooperation of government and ine

27
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dustry in the common task of winning the war finally became com-
plete.éé/ In the chaos of mobilizing industxry in support of the war
effort, there was a reluctance on the part of the military supply
agencies, which controlled the letting of contracts, to accept the
assistance of civilian experts. Though their procurement activities
had never before approximated the vast demands resulting from the
war situation, they displayed reluctance to accept special advice
regarding them.

An early action of great significance in the field of industrial
mobilization was the establishing of the Council of National Defense
on October 11, 1916, This Council was to consist of the six Secre-
taries -- War, Navy, Interior, Agriculture, Commerce and Labor. The
Council was charged, among other responsibilities, with "the coordi-
nation of industries and resources for the national security and wel-
fare".gé/ It was also charged with the duty of nominating to the
President an advisory commission of not more than seven members
"each of whom shall have some special knowledge of some industry,
public utility, or the development of some natural resource, or be
otherwise qualified".ﬁé/ This Advisory Commission was to assist the
Council in dealing with five main problem areas: transportation, in-

cluding shipping; mobilization for defense; how to increase domestic

L. James L. Tyson, "The War Industries Board", supplement to
Fortune, September, 19L0, p. 3.

L45. Section 2 of Army Appropriation Act, August 29, 1916, as
printed in Baruch, op. cit., p. 305.

L6, Ibid,
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production; provision of information to producers as to government
needs; and the concentration and utilization of all resources in time
of need.w

The Advisory Commission was an obvious attempt to provide the
mobilization effort with advice based on wide experience in fields of
activity of critical importance to the war effort. The reception of
the Advisory Commission idea by the military authorities in charge of
procurement was far from enthusiastic. There was a decided reluctance
on the part of the majority of army and navy officers to admit that
civilian advice could be of any assistance s and they either ignored

or were openly contemptuous of suggestions made by the Commission.ﬁg/

Formation of the War Industries Board

The fact that the Commission was solely advisory, coupled with
the attitude of those who actually had the authority to let supply
contracts, largely nullified its usefulness. In an attempt to obtain
a rmore authoritative, centralized control over purchasing, the Council
of Hational Defense set up a Munitions Standards Board, made up of
six civilian experts and representatives of the supply agencies of
the army and navy. However, this Board ha< hardly begun operations
when war with Germany was formally declared s> and the Council deter-
mined that a more cohesive, unifying body was needed. Thus five days

after the declaration of war a General Munitions Board was formed,

Lh7. Tyson, op. cit., p. 3.
L3, Ibid., p. 5.
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and empowered to coordinate the buying of the several departments,
assist in the acquisition of rgw materials, and establish precedence
of orders.gg/ However, authority to enforce decisions was still not
within the province of this new board, and it, too, was faced with a
lack of cooperation by the military services. Instead of resulting
in greater centralization, an opposite tendency manifested itself in
a sudden growth of committees, bureaus and councils with little co-
ordination.ég/

Until July of 1917, the administrative confusion resulting from
lack of centralized control increased, despite a growing awareness
on the part of numerous Washington administrators and military of-
ficials that something must be done. The first major result of this
pressure far improvement was the formation of the War Industries Board
of the Council of National Defense on July 23, 191?.21/ This con-
solidated a great number of the existihg comnittees and agencies under
a single head, but it still lacked a vital elenent =- the pover
to enforce its decisions, At first this shortcoming was not sig-
nificant, as the military authorities indicated a willingness to
abide by the Board's recommendations on all purchasing.ég/ However,
in practice this was not done, and by the end of Augusi, 1917, it was

apparent that the War and Navy Departments were not routing purchase

k9. Baruch, American Industry in the War, op. cit., p. 19.

50. Ibid., p. 20.
51. Ibid.
52. Ibid., p. 23.
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requests through the Board so that purchases could be made with
proper regard to available supplies.

This situation of drifting and indecision in the critical matter
of top direction of procurement for war contimied until the following
HMarch, when President Wilson, in announcing the appointment of Mr.
Baruch as Chairman of the War Industries Board on March L, 1918, in-
dicated that the new powers of the Board included control over all
procurement activities of the goverrment. Henceforth strong, central-
ized authority was to supplant the loose system of industrial coopera-
tion which had been the main aspect of operations befare that time.
Rather than merely the powers to suggest and recormend, the Board now
had the power to coeree.i3./

It was never Mr. Baruch's policy to antagonize private industry.
Though he was hishly successful in getting industry to coonrerate, it
was done without exercise of his ultimate authority. The great prin-
ciple of operation which the Board followed was that of "voluntary coon-
eration with the big stick in the closet".ﬂ/ The activities of
the Board served to bring industry into willing alliance with the
ends of the government, and the degree of cooperation and intense
concentration on the great end of winning brought forth a flood of

war production far greater than anything the enery had an*bicipated.éz/

53. Ibid., ppo 2).].-27.
Sk. Tyson, War Industries Board, op. cit., p. 16.

55. Ibid.
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When World War II began, and it became increasingly apparent
that the United States would become a belligerent, the history of the
indecision and confusion which attended industrial mobilization in
World War I was readily available to those interested in the new mobi-
lization problem. It was clear that centralized avthority was required,
even though it might never be exercised by the agency to which it was
granted. The presence of the "big stick in the closet" could serve
to inspire a cooperative spirit where without it not any such spirit
might exist. Accordingly, an Office of Production I'Ia.na.co;:emen’c., with
substantial powers, was set up early in our World War II mobilization,
being formed on January 7, 1941. The superseding of the Office of
Production Management by the War Production Board on Jamary 16, 1942,
was attended by an even greater degree of power over the American econ-
orty. The War Production Board was to be castigated by industrialists
and others, but the great value of its work has not been seriously
questioned. However, the War Production Board was a force at a high
level, and necessarily dealt in *he "big picture™ almost exclusively.
It, or some comparable type of organization, must always exist as a
coordinating asency at the top. Yet there is another important level
at which great things in the way of improving war production can be
acconplished, This level, mich closer to the actual production line,
is concerned with the actual employment of productive factors on a
relatively small scale -- with planned cooperation among plants making
a single item or small group of related items. Tt deals with parti-
cular and narrowly defined production problems, such as specific tools

for a given operation, the tolerances required or desired on a parti-
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cular part of a given piece, and similar matters. It is this type

of problem which must be solved, and solved wisely, if mass pro-

duction is to be as effective as possible,

The Army Ordnance Department and Mobilization

For many years prior to World War IT it had been the policy of

the Army Ordnance Department to work in close cooperation with in-

dustry. This Department, which was responsible for the procurement
of the major share of all munitions used by the military services of
the United States, had longz been deeply interested in mobilization
planning. Some actual industrial mobilization planning had been ace-
complished between wars in the matter of surveying plant facilities

to determine their production potential, but shortage of funds had kept
any extensive program of educational orders and model production lines
from being undertaicen., Despite lack of money, however, contact with
industry, and statistics and information regarding the potential of
industry, had been systematically maintained by the thirteen Army Ord-
nance Procurement Districts into which the country had been divided
since May, 1922, These Districts were specifically intended to "esta-
blish and maintain a close working relationship with IHdustry and to
determine just what potential war production capacity existed in case
need for it arose".Eé/ The relationship between industry and Army
Ordnance was intended to be one of mitual understanding and cooper-

ation, so that the capacities and limitations of each would be known

to the other, During most of the period between wars the Districts

56. Levin H. Campbell, Jr., The Industry-Ordnance Team, New Yori::
Whittlesey House, McGraw-Hill Book Co., Inc., 1946, p, 18.
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had 1little to offer the manmufacturers in the way of contracts for actual
productioan. They recorded the manufacturing processes a comparny ern-
ployed, listed its equipment, and noted the products it turned out. Not
until 1938, when war was very close, did a few millins of dollars be-
come available for Educational Orders, which had been advocated by the
Army Ordnance Department as a part of mobilization planning since 1928.51/
For the few companies that could be given such orders, an opportunity
for some slight profit was offered, but for the great majority of manu-
facturers there were only the incentives of patriotism and the desire
to make sure of some share of military business should war develop.
Despite lack of actual dollar business, however, the relationships
of industry and Army Ordnance were most friendly. A sound basis for co-
operative dealing with mutual problems existed because of this friendly
spirit, and only the circumstances of war were needed to show the value

of the years of plamning.

General Campbell's Industry-Ordnance Team

The type of relationship envisioned for e Army Ordnance-Indistry
team can best be described in a statement of policy drawn up by the
Chief of Ordnance and some of his advisers on June 1, 1942, when a new
Chief assumed his duties to serve far the balance of the war.

One of the primary policies of the Ordnance Department will
be to secure the utmost cooperation and coordination with the

industrialists upon whom we must rely to accomplish our objectives.
The following policies, in so far as Industry is concerned, will

governs

Authority has been given by the government for the

57. Ibid., p. 22.
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Ordnance Department to take over imdustrial plants in
certain instances. The Ordnance Department will not

take over any industrial plants unless ordered to do so

by high authority, for the reason that the Ordnance Depari-
ment does not have an adequate staff of trained officers

to assume this responsibility.

The government has authorized the Ordnance Depart-
ment in certain instances to issue mandatory orders., It

will not be the policy of the Ordnance Department to issue
mandatory orders. If for any reason a company is unable

or unwilling to perform its contract with the Ordnance
Department, the contract will be canceled. The Ordnance
Department has no time to waste on trying to force people
to help win the war.,

Every olficer in the Ordnance Department will do his
utnost to secure the complete cooperation, coordination
and effective performance of contracts with Industry, and
will recognize that our objective can only be attained by
Industry under the guidance of the Ordnance Depéggyent.
The Ordnance Denartment cannot do the job alone.

Though not previously stated so Specifically, other Chiefs of
Army Ordnance had lonz fostered the idea of close cooperation with
industry, and had worked to make it possible. However, it required
the fantastically burgeoning munitions requirements of World War II
to show how great was the necessity for this close coordination of
the two, and to prove how invincible they were when working together.

The policy stated above was that of Lieutenant General Levin H.
Campbell, Jr., who had long advocated close cooperation between
business and the military establishment. As the Chief of Ordnance
after June 1, 1942, he very quickly added impetus to the concept of
Industry-Ordnance coordination. His first official act wad to esta-

blish a personal advisory staff of four ocutstanding business leaders:

58, Ibid., p. 6.
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Bernard M, Baruch, Chairman of the War Industries Board in World War
I; Lewlis H. Brown, President of Johns-Manville Corporation; Benja-
min F. Fairless, President of the United States Steel Corporation;
and K. T. Keller, President of Chrysler Corporation.iz/ At its first
meeting (June 1, 1942) this advisory staff drafted a letter which was
sent to all corporations having contracts with the Army Ordnance De~
partment, armd to many of the subcontractors who were furnishing sup-
plies to those contractors. This letter announced the formation of
the advisory committee and outlined its general purposes. In addi-
tion, it contained the following declarations:

It is a simple statement of fact that for a long time

Industry has felt that in its dealings with government it has

in too few instances been able to deal with executives who

both understood business and were sympathetic and aporeciative

of its accgmplishmen?s. quay no business leader coulg0 sk for

more than is now available in the Ordnance Department.

This attitude of the Army Ordnance Department toward business --
the concept that Industry should do the job and the Ordnance Depart-
ment should find ways to help it do the job =~ flowed downward from
the top levels where it was emunciated, and affected every Ordnance
officer or civilian who found it necessary to deal with Army Ordnance
Department contractors. Individuals who were unsympathetic with the
concept could not carry out their responsibilities properly if as-

signed to work with the industrial side of Ordnance Department activi-

ties, and in many cases army officers with excellent records, but

59. Ibido, PP B-Ll».
60. TIbid., p. 8.
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unable or unwilling to adapt to the policy, had to be transferred to
other aszignments., Such a policy was far removed from reliance upon
coercion to get things done by industry, though authority for coer-
cion existed in law even before war began.

Industry-Ordnance Cooneration Before World War II

Prior to the start of World War II there were insStances in which
the Army Ordnance Department deliberately encouraged its contractors
to cooperate with each other in the interests of the over-all arma-
ment production program. A letter from the Office of the Chief of
Ordnance written in December, 19,0, to the Remington Arms Company
stated:

In order that the program for National Defense may be
expedited, you are hereby authorized to engage in a mutual
exchange of information with the Western Cartridge Company
on those items pertaining to the proposed Lake City and St.
Louis Crdnance Plants beins built for the United States
Government, which can be furnished by either party without
inconvenience or delay to the prosgress of your work.

This will apply to infarmation on: engineering details
pertaining to plant construction; personnel requirements for
plant operalion; sources of supply of raw materials; other
matters of general interest.

It is understood, of course, that there may be items
pertaining to plant construction or operation of the Lake
City Plant which you consider to be confidential and which you
will not care to disclose._l/
This letter was zctually a contimuation of cooperative efforts

stimilated by the Assistant Secretary of War, lir. Robert P. Patter-

61. C. T, Harris, Jr., Brigadier General, Assistant Chief of
Ordnance, to Remingion Arms Company, Inc., Bridgeport, Conn., Decem-
ber 9, 19)0. Letter on file in Industrial Service, Office, Chief
of Ordnance, Washington, D,C.
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son. In a letter to the same munitions contractor written by Mr.

Patterson on October 30, 1940, he had stated:

(eee..) it was decided that the pProcurenent of equipment
for the plants which you and the Western Cartridge Company
are undertalking to build for the Government would be materi-
ally expedited if your company would meet with representatives
of the Western Cartridge Company at Frankford Arsenal to deter-
mine a preocedure to be followed by both conpanies for the al-
location of equipment orders to appropriate machinery suppliers,

We are therefore asking that you rroceed along these
lines, and when these plans are completed and aporoved by ap-
propriate Government authority, it is further requested that
you arrange to cooperate with the Western Cartridge Company
in the placirng of your purchase orders in such a manner that

all three plants may cane into ;giyial and full production
at the earliest possible moment.

This encouragement by Government of cooperation among mami-
facturers to expedite the creation of productive capacity, and of
productive output, was not peculiarly American. Other nations used
a variety of approaches to the problem, as will be noted in a few

examples discussed below.

Attitude in England toward Industry Cooperation

The time element for England, in finding means for increasing
munitions production, was even more critical than for the United
States. With much of her munitions stock lost in the defeat of
France and at Dunkerque, and with serious losses being inflicted on
her industrial structure by Nazi bombings, it was only to be ex-

pected that great efforts would be made to increase the effective-

62, Robert P. Patterson, Assistant Secretary of the Army, to
Remington Arms Company, Inc., Bridgeport, “onn., October 30, 19)0.
letter on file in Industrial Service, Office, Chief of Ordnamnce,
Washington, D.C.
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ness of her industry. In discussing this matter of accelerating the
mnitions program an American war historian states: "In England the
problen was effectively met by having experienced manufacturers as-
sure the responsibility for assisting a new producer with engineering
and production advice, and with personnel."éé/ It was with a know-
ledge of this English experience in his possession that Mr. Patter-
son called on the various supply arms and services of the United
States military establishment to arrange for cooperation where con-
tractors needed guidance in getting Into production or assistance in
overcoming difficulties once in operation.ég/ Though actively stim-
ulating cooperation among contractors, Secretary Patterson and those
under him in the War Department acted always within the areas of
coercive power that resided with the Office of Production Manage-
ment and later the War Production Board. Control by Industry of

the war program was never instituted in the United States, although
great effort was made to bring out the best production capabilities
of the industrialists and their facilities, "

Control of War Industry in Japan

It was in Japan that the peculiar phenomenon of control of war
production by industry appeared in striking form. In that country

the industrialists gained and maintained control of the munitions

production program.

63. Harry B. Yoshpe, Organization for Production Control in
World War TT, 1939-19L5, Monograph No. 2, Historical Division, Army
Industrial College, Washington, D. C., February, 1916, p. 106.

6. Ibid,
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An Imperial Ordinance, effective September 1, i9L1,
authorized the formation of Industry Control Associations to
provide unified control and management of designated industries,
An association was formed for each major industry, and by
Jjoint planning with the Govermment, it was to establish a na-
tional production program for its membership. It was to de-
termine its own production schedules and arrange for its la-
bor, raw material and capital requirements,

A State Minister ordered the formation of a control as-
sociation and appointed its president, but the appointment
could only be made upon the recommendation of the industry
representatives. Government might suggest schedules, but
could not enforce its decisions. The associztion determined
the apportionment of production amang its own members. Com-
panies within an associztion competed for available labor,
materials and capital. There was only voluntary liaison be-
tween associations of different industries, and production was

not coordinated.65/
Some Aspects of German Industrial Mobilization

It is not difficult to imagine the confusion, factionalism ard

inequities that developed within the Japanese war economy in the ab-
sence of any centralized governmental control. The Germans, in their
approach to the problem, appear to have gone to the other extreme.

Under the Weimar Republic the organization of 2ll in-
dustrial, commercial and handicraft enterprises was developed
to a high degree. As early as 1880, associations were started
covering every branch of trade and ind@stry. These were
Jjoined together into central associations in 1917. Under
Hitler, membership in these associations became mandatory,

The administration of the Nazi war econony was a natural
set-up for centralized control. The established chambers
and entrepreneurial groups were integrated into the Govern-
ment agencies which were responsible for the allocation of
materials and the control of production, Under the Nazi prine-
ciple of leadership, these organizations lost their original
function as pressure groups for their members and became the
administrative agents for the state, serving the interests of
their membership only insofar as those interests harmonized

65. Notes on the War Econony of Japan, Dept. of Social Sciences,
J. S. Milikary Academy, West Point, New York, 1950, p. 4. The domination
of Japan's economy by the zreat financial-industrial-commercial monopolies
known as "Zaibatsu" is one of the peculiar phenomena of modern times,
During World War II "the Zaibatsu roundly whipped the 'militarists' on
each of the central issues that arose on the economic front." See T. A.
Bisson, Japan's War Economy, New York: Macmillan Co., 19L45, p. x.
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with the objectives of the state. The enforcement of this prin-

€iple, "never to act against the wishes of the govermment of the

Reich", was assured by the powers of the national agency which

could erect, dissolve, or merge entrepreneuri bodies at will,

or change their canstitutions or covenants",

In practice, the German govermmental authorities issued their
instructions through the chairmen of the national entrepreneurial groups,
who passed them down through the organizational hierarchy. Such a pro-
cedure gave an outward semblance of self-government on the part of in-
dustry to which the Nazis often pointed with pride.éZ/ The events of
early 1912, with the United States actively in the war and the Union
of Soviet Socialist Republics holding and striking back with consider-
able success on many fronts, convinced the Nazis that their chance for
a Blitzkrieg was past, and that they must gird for a long war. In
February, 1942, Albert Speer became Reich Minister for Armament and War
Production, and he was given wider authority over the military and
civilian economies than had previously been concentrated in any one
office. OSpeer was able to more than double the industrial production
of Germany during the next two years, despite increasing problems
caused by bombing attacks directed at indusfrial installations. His
methods were mumerous, but one is of particular interest in our exam-

ination of the cooperation of manufacturers in time of war.

The majar organizational development effected by Speer
was the formation of Rings and Committees, involving the ex-

66. Notes on the German War Economy, Depariment of Social
Sciences, United States Military Academy, West Point, New York,

1950, p. 1.
670 Ibid.’ po 20




tension of the so-called principle of "self-responsibility
of industry inspired by patriotic devotion",

The Committees were organizations placed in charge of
end item programs (gzuns, tanks, etc.), while the Ring organ-
izations were placed in charge of the production and distri-
bution of component programs (ball-bearings, gears, bolts, etc.).
Representatives of the leading tank producers, for example,
would constitute the Tank Committee while the Bearing Ring
would consist of members of the bearing industry.

The personnel selected to serve on the Rings and Commit-
tees were usually the young, aggressive technicians in the in-
dustries concerned. The chairmen were usually chosen from the
technicians representing the most efficient industries. These
Committees and Rings were given wide powers in their respective
fields and their energetic efforts contributed large to the
threefold increase in production in 1943 and 19Ll;.

Army Ordnance Industry Integration Committees Appear

It is interesting to note what was taking place in our own War
Department at approximately the same time that Albert Speer was organ-
izing his Committees and Kings. Writing of a period some months be-
fore his appointment as Chief of Army Ordnance, when he was in charge

of creating new facilities for the production of munitions, General

Campbell states:

The thirteen Ordnance Districts were doing an excellent
Jjob in starting and expediting production, wherever possible,
in the hundreds of plants in their respective areas, and this
production covered practically every Ordnance item. It was
my belief, however, that the demanstrated ability of Indus try
had not yet been applied in full force to the multi-billion-
dollar war production program. It seemed to me that there
had to be some kind of organization within Industry itselrf
that would male possible the concerted application of indus-
trial knowhow to the thousands of engineering and production
problems that were clamoring for solution twenty-four hours
a day. Bottlenecks had to be smashed. Bureaucratic paper
work had to be cut to a minimum. The nation's existing pro-
ductive capacity had to be utilized without delay, The Ord-

60, TIbid., p. 2.
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nance Districts were Yveriical! organizations, covering all

items by area; the Industry Integration Committees, as I

visualized them, had to be "horizontal" in nature, covering all

areas by i‘bem._é/h

The industry integration committees contemplated by General Camp-
bell were soon brought into being. Beginning with the formation of
the Mechanical Time Fuze Committee on April 29, 1942, Ordnance In-
dustry Integration Committees were quickly formed for almost every
major item. On V-E Day there were 82 committees functioning, cover-
ing 162 fypes of Ordnance equipment and combining the efforts of
1,527 prime contractors and approximately 10,000 subcontract pro-
ducers .-29/

Details of the composition and functioning of Industry Integration
Committees will be discussed in a later chapter, and will not be fur-
ther developed in this one. At this point, however, a summary of
some of the significant aspects of the background of integration com-
mittees will be presented.

Experience in World War I had indicated that a modern industrial
econorty organized for war mgst have direction by a centralized author-
ity with coercive power. It had also shown, however, that where such
coercive autharity was in existence, it was possible to accomplish the
war production mission best in an atmosphere free from the suggestion
of coercion. The period during World War I when the War Industries

Board achieved its smoothest and most effective functioning was ex-

69. Campbell, Industry-Ordnance Team, p. 119.

70. TIbid., p. 118.




actly the period when the spirit of cooperation between industry and
the zovermmental agencies responsible for war production was most in
evidence,

Between wars there was a definite effort made by those inter-
ested in inddstrial mobilization to keep intimate and friendly re-
lationships with industry in e:iistence. Though seriously hampered
by lack of funds, the contacts that were established and maintained
did much to facilitate comversion to war production when such a con-
version became necessary.

We have noted that as World War IT came to Great Britain, the
governmental officials there encouraged manufacturers to help each
other with conversion problems, and requested the older and more ex-
perienced manufacturers to give to the newcamers whodeheartedly and
without reservation all onossible assistance in getting into nroduction
quickly.

By late 1940, when to many Americans it became obvious that the
United States would soon enter the war, we find various hish ofiicials
in the VWar Department actively encourazing coopera“ion by manufact-
urers in the defense production prozram. Soon after war was declared
we find the Army Ordnance Department, which is the part of the military
establishment having the responsibility for the greatest portion of
munitions production, deliberately organizing committees of mam-
facturers for the specific purpose of cooperation. Meanwhile our
major and most powerful enemy, set back in Russia and facing the im-

pact of the entry of the United States into the war, decides to improve
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the efficiency of its war production system by deliberately attempting
to get greater and more effective cooperation of industrialists among

themselves.




Chapter 3

The Legal Basis for Integration Committees

In Chapter 1 some of the economic aspects of war production
were considered, and the critical nature of the time element was
discussed. It was noted that speedy attainment of a high rate of
armament production depended to a great extent on organizins the
nation's existing industrial plant on the most effective basis pos-
sible. Such organization demanded a degree of mutual cooperation
among industrialists so great that it posed serious problems under
the antitrust laws of the nation, and those laws were briefly re-
viewed. In Chapter 2 some of the history of industry-government
cooperation in armament production was discussed, and it was noted
that in both World War I and World War II it became the policy of
the government to actively encouraze such cooperation.

The fact that various individuals holding important govern-
mental positions in the defense establishment were convinced that
cooperation among manufacturers must be encouraged in the national
interest did not of itself free those manufacturers from possible
prosecution under the existing antitrust legislation. The Attorney
General of the United States was charged with enforcing the antitrust
laws, and there was considerable reluctance on the part of manufactur-

ers to participate in conferences which had as their purpose the

L6
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allocation of orders, curtailment of civilian-type production to in-
crease defense production, the establishment of priorities, and simi-
lar ends unless formal approval of such participation was given by
the Attorney General.zl/ As they had in the 1920s, manmufacturers
felt uncertain as to which part of the government they should be-

lieve.lg/

The Attorney General's Statement of April 1941

The uncertainty of the situation led to an indication of policy
by the Attorney General in a letter written to the General Counsel
of the Office of Production Management in April, 1941. This letter
specified certain limitations within which cooperation would be toler-
ated without prosecution under the antitrust laws. Because of its
significance, a major portion of this letter is quoted below:

(eees.) it is obvious that in the present emergency acts
performed by industry under the direction of public authority,
and designed to promote public interest and not to achieve
private ends, do not constitute violations of the antitrust
laws. In these circumstances, the Department of Justice re-
cognizes that business interests which are asked to comply
with public plans for increasing production and preventing
inflation are entitled to the cooperation of agencies of the
Government in eliminating any uncertainties which may exist
as to the application of the antitrust laws to their activi-
ties.

Accordingly, this Department has formilated a policy
which it proposes to follow in its relations with the Office
of Production Management and the Office of Price Administra-

71l. Small Arms Ammnition: A History of an Indust 1918-19L)
Washington: Ammunition Branch, Small Arms Division, Office of the Chief

72. See Footnote LO, p. 23 of this study.
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tion and Civilian Supply and with all industries or contractors
acting in compliance with the orders or requests of either of
these organizations. The important points of this policy are:

Meetings of the industry with the Office of Production
Management and the Office of Price Administration and Civilian
Supply or their representatives are not illegal, Industrial
committees may be formed at the request of the Office of Pro-
duction Management or the Office of Price Administration and
Civilian Supply to work with representatives of such offices
on problems involving defense. There will be nothing unlawful
in the industry cooperating in the selection of its represent-
atives or in selecting members for committees, or in the acti-
vities of such committees provided they are kept within the

scope of this letter.

Questions as to whether there is a need for such a
committee, and if so, how it shall be chosen, and by whom con-
stituted, shall be the sole responsibility of the Office of Pro-
duction Management or the Office of Price Administration and
Civilian Supply. This Department will not participate in these
decisions beyond the Suggestion now made that any such commit-
tee should be generally representative of the entire industry
and satisfactory to the Office of Production Management or the
Office of Price Administration and Civilian Supply.

Acts done in compliance with the specific requests
made by the Office of Production Management or the Office of
Price Administration and Civilian Supply and approved by their
General Counsel in accordance with the procedure described in
this letter will not be viewed by the Department of Justice
as constituting a violation of the antitrust laws and no pro-
secutions will be instituted for acts performed in good faith
and within the fair intendment of the instructions given by
the Office of Production Management or the Office of Price Ad-
ministration and Civilian Supply pursuant to this procedure.lé/

It is clear from this letter that almost eight months before the
United States entered the war the attitude of the Department of Justice
toward cooperation of manufacturers in the national interest was friend-

1y, and that the value of such cooperation to the defense program was

73. Small Arms Arrmunition: A History, op. cit., II, 366-369.
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believed sufficient to permit a relaxation of the antitrust laws.
Actually, the Attorney General's letter had the effect of cloaking
with legality certain actions already taken, and of encouraging other
cooperavive activities in the year that followed.

Ordnance Requests Authority to Form Committees

As the mutual exchange of infarmaiion among mamifacturers, and
av neetinzs and conferences of civilian and rmilitary governmental of-
Ticials with mamifacturers, increased through the balance of 1951 and
into 19i:2, there grew up a desire for a more definite and clear-c:t
statement of authority for cooperation. In addition, there was a de-
sire on the part of the Army Ordnance Department for a considerable
exttension by iIntervretation of the area of legality with regard to
cooperation by nmamufactirers in the form of specifically organized
committees, In accordance with the policy outlined in the Attorney

Generzl's letiter, this desire was made nown in a formal request on

N

(vhich had mearwhile succeeded the Office of Produciion lManage-

mert) by Ceneral Campbeli, Enclosinz a copy of the Attorney Gen-

- . . o
era’ls le<ier of e:actly a year bei‘ore,—/ General Canpbell re-

Juested aulherity to fornm committees mace up of manufacturers hold-

4 -

inz Army Ordnance contracts, Some important ertracts froa this

-

—etter are precsented velow.

ct

It is deemed essential by the COrdnance Department in
order 1o attain the maximum sroduction of certa’n items of
Ordnance supplies and materiel from available facilities, to

7. See note 73.
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set up under ry direction and chairmanship a number of com-
nittees to be composed 6f qualified persons, generally repre-
sentative of the contractors engaged in the manufacture of
such Ordnance supplies and materiel.

The purposes of such committees shall be 1o provide for
the interchange between contractors of information regarding
production techniques and processes; to consider and make re-
commendations with respect to problems of production and sup-
ply of materials and components; and to consider and recommend
measures for the best integration of the facilities of the sev-
eral manufacturers so as to attain maximum efficiency in the
utilization of such facilities. (¢....) Generally, the pur-
pose will be to male commonly available to each manufacturer
the benefit of the production experience and techniques of all
nanufacturers in the group, and so to integrate the facilities
of the group as to attain maximum production in the shortest
possible time.

The contractors! representatives on the committees will
act solely under the direction and supervision of the Ord-
nance Depariment and will be limited in their functions to
the collection, correlation and analysis of information amd
to the making of recommendations to the chairman of the con-
~ittee with respect to action to be talren related to the pur-
poses described above. All decisions and directions that
action be talzen will be made by the Ordnance Department.

{eee..) It is urgently requested that you indicate
your approval of the creation and operation of such committees
or in the event you deem such action to be necessary, you
obtain proper clegvance of such activities from the Depart-
ment of Justice.z_/

General Camvbell's letter was immediately transmitted to the
Attorney General bty the General Counsel for the War Production
Board, with a covering letter swmarizing the desire and intent of
the Armry Ordnance Department. By return letter the Attorney Gen-
eral gransted approval of the proposed action:

I approve the general character of the action and assure

you that the policy described in the Attorney General's letter
to you of April 29, 1941, will in all respects be applicalble

75. Ordnance Procurement Instructions 56, Washington: Office
of the Chiefl of Ordnance, 15L2, p. 56Al.




51

to the information and activities of the proposed committees
in accordance with the pr?fi7m described in your letter and
the accompanying docwient,

Statutory Authority for Committees Enacted

The stetemnent by the Attorney Ceneral that he gave general ap-
proval to the commitiee concept did not satisfy the prospective in-
dustry cormittee members. The contents of the letter did not appear
suliicient, in their minds, to protect a cormmittee merber in the event
that he was charged with an antitrust law violation as a result of
his committee activities. Such yprotection could only be obtained by
the passare of new legislation., This was provided on June 11, 19l2,

. s T s  a 77/
wien the Small Business lMobilization Act of 19L2 was enacted. In
Section 12 of that Act Congress established the basis Tor the legal
protection desired by businesss

thenever the Chairman of the War Production Board shall,
after consultation with the Attorney General, find, and so
certify to the Attorney General in writing, that the doins of
any act or thing, or the omission to do any act or thing, by

one or -ore persons durinc the period that this section is in

erffect, in comnplience with any request or approval made by the

Chairman in writing, is requisite to the prosecution of the war,

such act, thing or omisiion shall be deemed in the public inter~

est and no prosecution or civil action shall be commenced with
reference therc to under the antitrust }aws of the United Staties
or the Federal lrade Cormissién Act.fS

Pursuant to this authority, Mr. Donald M. Nelson, Chairman of the
Vlar Produciion Board, executed a certificate to the effect that he

amnroved the program of the proposed commitiees, as originally out-

lined by General Campbell's letter of April 29. His approval

76. Ibid., p. 56A2,
77. P. L. 603, 77th Congress.

78, Ibid., Section 12,
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included "committees and members thereof already functioning under
this program as well as those hereafter established".zg/ Upon re-
ceipt of Mr. Nelson's favorable certificate the Attorney General,
My, Francis Biddle, replied by letter dated September 9, 19L2, de-
claring:

T aclnowledge that the findings and certification were
made after consultation with me and that I have approved this
progran for the purposes of Section 12 of Public Law Number
603.59
This exchange of official commnications by Mr, Nelson and lir,

Riddle, pursuant to the legislation to which they made reierence,
provided firn legal assurance for cormittee members that they could
participate in committee activities without becoming subject to pro-
secution under the antitrust laws for their committee activities.

In effect, they were assured that, so long as they complied with the
rules and procedures established by the Army Ordnance Department for
the functioning of the cormittees, no prosecution or civil action
could be cormenced under the Sherman Antitrust Act or the Federal
Trade Cormission Act for acts or omissims of members of Army Ord-
nance Industry Integration Cormittees arising out of and in accord-
ance with the program for such committees.gl/

Industry Continues to Woriry about Legality

Despite the sweeping protection inherent in the actions taken

79, Ordnance Procurement Instructions 56, paragraph 56.218.1.

80. TIbid., paragraph 56,218.2.

81, Ibid., paragraph 56,218.3.
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by Congress, the War Production Board and the Attorney General, points
of doubt were raised by various manufacturers. For example, at the
meeting of the committee for the Bomb Hose Fuze M110 on October 27, 19L2,
one mamufacturer asked that a policy be established for immediate noti-
fication of committee members in the event that the War Production
Board should withdraw its finding that the committees were necessary
to the prosecution of the war. An extract from the cormittee minutes
will seive to indicate this wariness on the part of indus try.
Mr. Errig: Gentlemen, as we all know this meeting was called
to order as set forth in Circular 105 by the Office
of the Chief of Ordnance. (.....) Is there any
question?
Mr., Ammon: Well, I'd like a definite understanding with WFB
that if they should withdraw this -- notify the
Attorney General of the withdrawal of this situ-
ation that we get notice at the same time. Franl-
1y, I'm scared to death of the Attorney General's
Office in regard to any business organization and
there's no provision in this but what would prevent
them —- him == notifyins the Department of Justice
that this committee wasn't functioning amd if we
go ahead without it there's trouble.

Mr. Wittstein: You admit that you can land in jail, anyway,
don't you, Ammon.

Mr. Ammon: That's all right, but I dislike not to do it when
I can see it in front of me.§§

This tendency on the part of various industrialists to fear pos-
sible prosecution was overcome in some degree by the manner in which
each cormittee was made up. For every cormittee, both the chairman

and the deputy chairman were army officers. A so-called Massistant

82. Mimutes of Meeting of Bomb Nose ruze M110 Industry Integra-
tion Cormittee, held at Peco Manufacturing Company, Philadelphia, Oct-
ober 27, 1952, p. 1. On file in Historical Secticn, Office of the
Chief of Ordnance.
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chairman" was the highest representative of industry on the cormit-
tee, and he was appointed by an army officer.8—3/ The chairman of tae
com-ittee was fully responsible for its actions, and the committee
could act only through its arny representatives.@i/ That this situ-
ation was understood and appreciated by the manufacturers can be noted
frov the following statemenis which were nade at the meeting of the
Bo-b Nose Fuze Committee cited atove:

lir. Atherton: I believe it is the general set-up that if amy-
one zoes to jail it is the Ordnance Officer.

Cantain Hoffman: TYes, that's right.

¥r. Atherto-: In other words, if you get all the official acts
handled by somebody in the Army then they can
throw him in jail instead of you. I don't know
if it works thav way or not tut I think that is
the intent.

Mr, Ammon: Well, I think the intention is roocd, but the
question is, is somebgcg‘y going to remerber it
three years from now?:‘._/

In actual practice, fears that the activities of the committee
nerbers might be such as o lead to prosecution under the antitrust
laws were not supported ty any cases of alleged violation of those
laws by comrittee members. The comritiees appear to have functioned
smoothly within the framework of regulations and instructions established

by the Army Ordnance Department, and when need far their activities was

no longer justified by the production situation of their particular iten,

83. Ordnance Procurement Instructions 56, paragraph 56,104.1.

8L, TIbid., paragraph 56,10L.2.

35, Mimates of Meeting of Bomb Nose Fuze Committee, op. cit., p. 2.
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they were placed in an inactive status. As early as 1943 many commit-
tees were being placed on an inactive basis because the production
situation with regard to their item was no longer critical. Simul-
taneously new committees were being formed to expedite the production
of other items upon which the spotlight of urgent need had suddenly
fallen. The general process for terminating committee activities will

be further touched upon in a later chapter.




Chapter L

The Term "Integration" as Applied to Ordnance Committees

In the previous chapters we have considered some of the economic
problems arising in an economy embarked upon large-scale armarent pro-
duction, and have discussed the need for organizing the economy in a
manner which conflicts with the antitrust lezislation of the nation,
We have pointed out the reluctance of business men to organize in ways
which might be declared objectionable under the antitrust laws, and
have observed the manner in which a special relaxation of the laws,
within defined limits, was effected in an effort to foster construct-
ive cooperation among manufacturers. In the present chapter we will
serutinize one device employed to stirmlate such cooperation == the
Army Ordnance Industry Integration Committee -- and will indicate its

place in the industrial progran.

The "Bottleneck" Problem in liass Preoduction

One of the great weaknessec of the mass production process is the

fact that a completed item can only be produced when all of its com-

sonent parts arrive at the assembly point together, or are on hand

there. For laclt of amny one of thousands or tens of thousands of parts,

a complicated machine of war such as a tank or an airplane can remain

unTinished in the assembly plant, clogging operations and generally

unbalancing the long productive chain that has brought it that close

to completion., It is the case of the biblical Lost Sheep =-- the one

56
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part that is lacking becomes the center of all attention and emphasis.
Finding a way to provide the missing part means finding a way to re-
lease a flood of production that is otherwise frozen.

This problem was recognized by one observing economist as having
serious effects on munitions production during World War I. Writing of

the situation, Dr. Harvey A. Delieerd declares:

(e....) this lack of balance and control seemed the prin-
cipal reason for limited nproduction. Tremendous production
was aclhieved on components easy to produce; limited production
was reached on the more difficult components; and the total of
complete units depended on the component produced by the smallest
nurber. Thus artillery units were generally restricted in the
output of carriages and recuperators;__/ shell production, parti-
cularly in the high explosive types, was limited by the small
production of boosters}§l/ The military effectiveness of the machine
gun program was limited by the small production of tripods.§§7

Tt was primarily to improve the over-all total of production by a
better distribution of the amounts of camponent parts produced that led
the Army Ordnance Department to organize industry integration committess.
One early official answer to the question, "Why integrate?" read as

follows:

Integration of an industry balances the production, with
the result that the desired production is obtained with a mini-
rram facility requirement. The skill and knowledge of the large
manufacturer is made available to the newcomer or the small
manufacturer brinsing him into full production in the shortest
possible time. There is made available to the Ordnance Depart-
ment on short notice complete information as to the productive
capacity of the industry, its inventory of parts and material,
and there is made possible rapid changes in production rates

86. "Recuperators" arc part of the recoil system of an artillery
viece, causing the piece 1o return to battery or "recuperate".

87. "Boosters" are small charges of explosive more sensitive than
the main charge which are employed to set off the main charge.

88. Harvey A. DeWeerd, Production Lag in the American Ordnance
Program, 1917-13, PhD dissertation, University of Michigan, c1936, p. 256.
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to meet the requirements of the using services.§2/

A Limiting Definition of "Industry"

It will be seen from the above citation that the term "industry"
is used in a narrow and restricted sense, referring only to manufact-
urers producing a single item, or a very small group of closely re-
lated items. The entire Ordnance industry integration committee pro-
gram was based upon this concept of industry, and in no case did an
integration committee attempt do deal with the problems of the M"am-
rmanition industry" or the "artillery industry™ in the broad sense which
the word ordinarily connotes. Industry integration committees were
formed on this basis from the very first, as exemplified by the organ-
ization of the liechanical Time Fu,e Committiee on April 29, 19L42. This
comaittee, the forerunner of all others, was comprised of seven manu-
facturers holding prime contracts for the production of this parti-
cular arvillery fuze.gg/ These mamfacturing concerns were in no
case primarily engaged in the manufacture of artillery fuzes as a
normal pursuit, and in almost every instance produced a variety of
other products. Their participation in a committee which was limited
to consideration of problems related to a single item greatly res-
tricted the significancc of that committee's activities insofar as the

~eneral policies and operations of the contracting corporations were

89, Ordnance Fiscal Circular No. 105, Washington: Office of the
Chief of Ordnamce, 22 Aucust 1942, p. 1.

90, Eclipse Machine Division of Bendix Corpn., Franlkford Arsenal,
Eastman Kodak Co., Elgin Watch Co., Mational Cash Register Co., Borg
Products Comnany (of Delavan, Wisconsin). See: H. P. Dawson, Project
Sunportine Paper No. 1, November, 1945, Mss. in Historical Section,
Office of the Chief of Ordnance, p. 1.
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concerned. Committee participation on such a basis would tend to focus
attention closely on a narrow portion of their productive output, but
would in no way concern large segments of their operations. 7This nar-
rowing of the field of integration committees was deliberate. The
recsulation governing the appointment of the assistant chairman of a
committee (who was the ranking industrial member of it) specifically
stated that "the assistant chairman must have production experience
with the item to be integrated b the committee -9—]—‘/ Thus the appoint-
ing authority was required to select for the ranking civilian spot on
the committee a man who had particular knowledge of a specific item,
though he also probably would occupy a fairly imporitant production
position in the general activities of his corporation. Such indivi-
duals were caused to focus their attention on relatively restricted
fields by the committee device, and by this very fact the committees
were less open to suspicion as possible abuses of the intent of the
antitrust policies of the governmment.

How Production is Increased by Integration

Bearing in mind that by "industry" we mean only mamfacturers
engaged in producing a particular item, and that the item may actu-
ally be produced in a small portion of the plant of some large manu-
facturer who was turning out a variety of other civilian and military
items, let us see how the integration of industry could be made to re-

sult in greater production than we could achieve without it.

91. Ordnance Procurement Instructions 56, paragraph 56,104.1.
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Let us assume that our "industry" consists of three companies
which are all manufacturing a particular finished item which is an
assembly of four different parts. We can indicate the daily production

capacities of these three producers in tabular form as follows:

Manufacturer Part 1 Part 2 Part 3 Part 4
Company A 20% Lo 26 32
Company B 55 503 5l 60
Company C 37 261t Lo 35

From these capacity figures it can readily be seen that in his pro-
duction of completed items, Company A is limited to a daily total of
20, as he can only turn out 20 of Part 1 each day. Similarly, daily
production of finished items by Company B is limited to 50, for he
makes only 50 of Part 2, while daily production of Company C is limit-
ed to 26, as that is all of Part 2 that the company can produce. The
total production of the three manufacturers is the sum of the limiting
total of each, or 96 completed items, and each has excess parts which
cannot be assembled into finished items because something is lacking
for the complete assembly.

If we now consider these three companies as a combined operation,
and ship parts that are excess at one plant to another that is experi-

encinz a shortage of that part, we get the following result:

Part 1 Part 2 Part 3 Part 4
20 Lo 26 32
55 50 Sh 60
37 26 Lo 35
Total Parts 112 116 120 127

Considering the component parts production on a combined basis, we are
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now able to turn out a total of 112 completed assemblies each day,
as that is our limiting total. Thus without amy increase in plant
canacity, and with no modifications of any of the production lines,
we are able to increase oud finished item production by some six-
teen percent.gg

Other Typical Improvements through Integration

Such obvious gains from integration as the exchange of parts
are only the beginninz. Pooled knowledge of materials supplies on
hand, improvements in production processes, and technical advice and
assistance with specific operating problems were also hichly effect-
ive methods of increasing production without direct plant expansion,
and all were included in the concept of integration. The Remington
Arms Comparny, in reporting on its contrilbution to the war effort,
states that "technical information on all Remington processes, develon-
ments, engineering work, designs etc. was made freely available to
the Goverrment and all members of the industny".gé/

Tn the case of Remington, one of the old-line manufacturers of
small arms ammunition, this meant giving to its traditional competi-
tors, such as the Western Cartridre Cormany and the Federal Cartridze
Company, information which would normally be considered in the cate-

zory of trade secrets. Further, it meant exposing to new contractors

92. The above discussion is primarily based on material in
Camrbell's Industry-Ordnance Team, op. cit., p. 127.

93. In Abundance and On Time, 1939-1943, Bridgeport: The Reming-
ton Arms Company, inc., 19LlL, p. 29.
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in the small arms ammunition field, such as the Kelly Springfield Tire
Company, the entire range of operating knowhow that had been acquired
through years of normal operation. The dangers, from the peacetime
competitive point of view, of introducing rich and energetic corporatians
to new Tields of production are readily apparent. However, the type of
cooperation resulting fran committee functioning was such that not only
were techmnmical and engineering assistance freely exchanged, but actual
training of employees for other producers in the field was under-
taken by the more experienced manufacturers on a large scale. For ex-
ample the Remington Arms Corporation, at governmeni request, trained
anproximately a thousand supervisory employees for other contractors.zé/

The industry intesration cammittee program, from its earliest be-
sinnings, envisioned a vefy ﬁnselfish attitude on the part of manufact-
urers toward the divulging of their knowhow and trade secrets. The
extchange of information as to methods, including svecific production
onerations, technical specifications, and similar basic production mat-
ters, was expected of all members, and the older and more e::perienced
producers were particularly responsible Ior making known to the new-
corers in the industry whatever they could that would be of value.

In the case of such basic information as patents, there was no
question of the existence of coercive power to assure their use in the

national war effort.

Ever since 1918 the United States Government has had the
right to use, or have used for it, any patented invention -- the

9. Ibid., p. 27.
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patentee's sole remedy bein: tg 7ue for reasonable compen-
sation in the Court of Claims.—5

This granting of the right to use patents was, in practice, often done
gracerfully. In the case of the Remington Arms Company, the leading
small arms ammnition producer both in peacetime and in war, the com-
vany "licensed the Government and all manufacturers designated by the
Government, without charge, under a2ll Renington patents and know-

o6/

how' ,<—=

Not all committee merbers were enthusizstic about this ready ex-
change of knowhow in the early days of the commititees. The assistant
chairman of the M5 Director Cormittee, in his brief history of that
comrittee, states:

There was some reluctance on the part of one or two in-
dustry representatives to cooperate fully and to freely divulge
their methods of manufacture. This gradually disanpeared and
by the latter part of 19L2 the industry representatives see ing-
1y felt free to give and request information from others.Zl
It is highly probable that the willingness of the old and experi-

enced firms to divulge information to the new contractors setting up
in their field varied considerably according to the type of experience
which the newcomer brought with him. When the Quaker Oats Corporation

became operating contractor for a bomb-loading plant, or when the Coca

Cola Corporation did likewise far a propellant powder-bag loading

95. Roger S, Hoar, "Patents and National Defense", Army Ordnance s
Septermber-Cctober 1946, pp. 161-162

96. In Abundance and On Time, op. cit., P. 29.

J97. W. A, Davidson, History of the M5 Director Industry Integra-
tion Committee, Mss, in Historical Seciion, Oifice of the Chief of

Ordnance, cl9L5, p. L.
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plant, it is unlikely that their entry into a new and highly differ-
ent fipld of industrial activity was viewed as a likely menace to
peacetinme competition. Yet when major industrial concerns such as
Chrysler, already most familiar with metal fabrication, or United
States ilubber Company, which had already manifested an interest in
fields outside that of rubber, are given substantial contracts far
the production of small arms ammnition, it would be reasonable to
suspect some reluctance on the part of the oldtimers in giving up the
secrets which they had acquired through the years. However, no evi-
dence of this reluctance has been found in the histories of the com-
mittees.

From the experience with industry integration committees in World
War I1, it appears that almost from the {irst the industry members em-
braced the commitiee idea willingly and in good faith. Though there
was doubtless some holding back and distrust, the general effect was
one of sincere cooperation toward the end of greater total production.
4As one mamifacturer-member put its

In the final analysis, as this was an opportunity for the

old manufacturers to get together and discuss their problems,

it was also an excellent means for the new mamifacturers to get

an overall view of the various groups of old manufacturers and

their problems, thereby avoiding the necessity of working out

problens which previougly had caused delays due to time required
for development work.2S

98. W. E. Paris, Operating Manager in Charge of Manufgcturing,
viillys-Overland Motors, Inc., to Brigadier General R. E. Hardy, Office
of the Chief of Ordnance, July 9, 1945. Letter on file in Historical
Section, Office of the Chief of Ordnance.
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The Formation of Integration Committees

The preceding chapter described the industry integration commit-
tee as a device for increasing armament production without expanding
plant facilities, The present chapter will discuss same of the back-
ground and development of the committee idea, and will describe the main
features of committee organization and operation.

As we have indicated previously, the first integration committee to
come into formal existence was that for the Mechanical Time Fuze ML3,

By April 1942 it had become apparent that the requirements for this
fuze, which was designed for use on almost all antiaircraft artillery
projectiles, were so great that some very effective means of quickly
increasing production must be found. General Campbellzg/ assigned a
civilian expert on fuze production the task of visiting the seven
namifacturers holding fuze contracts "to find out if integration was a
practical solution of our problems".lgg/ This expert carried a leéter
of introduction which stated that his mission was "to secure a better

coordination as between various mamufacturers of the army mechanical

99. In reminisdhz about the origin of the integration committee
idea during a discussion with the writer in May, 1953, General Campbell
said that one marning in April, 1942, he was worrying about the mechan-
ical time fuze problem while shaving. He suddenly asked himself: Why
not treat the different manufacturers as if they were all plants under
the same head, and shift tools, skills, materials and parts accordingly?

100. Campbell, Industry-Ordnance Team, op. cit., p. 122.

65
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time fuze anl to assist them in any way possible in increasing their
production".lgl/

Calling the First Meeting of an Integration Committee

The report made by the expert as a result of his tour endorsed the
idea of intecration as a practical means of increasing fuze production.
Accordingly, on April 27, 1942, General Campbell wrote to the seven

fuze manufacturers as followss

With respect to your contract for mechanical time fuzes
and contracts for parts or components thereof with other suppli-
ers to the government of mechaniczl time fuzes, it is desired
to increase the overall production of such fuzes without hkhe
necessity of increasing the number of manufacturers of fuzes
with consequent increase in preparatory costs to the United
States, and, of even greater importance, time.

For this reason, acting under full and proper authority,
the Ordnance Department desires that your company appoint suit-
able representatives to a committee, of which I will be chairman,
to meet initially at Elmira, llew York, at 9:30 a.m., April 29,
1942, The purpose of this committee will be to collect and an-
alyze information and make recommendations in order to integrate
all manufacturers of such fuzes and all suppliers of parts and
components of such fuzes into an industry for the greater out-
put of fuzes and for a decreased cost to the United States.

(ee...) In the integration of the mechanical time fuze
industry, parts, material, engineering information, production
information, tools, equipment, and, in fact, all elements --
both material and personnel -- will be placed by the chairman
of the committee at the dispositicn of any and all manufactur-
ers in1827 mechanical time fuze industry without let or hind-

rance ,—

Here the major intent of the committecs -~ to get more production

out of the facilities and means already in evistence -- is clearly

101, Ibid. The expert was Mr., Roy T. Hurley of the Eclipse
Machine Division, Bendix Corporation.

102. Ibid., p. 123.
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expressed. That in getting more by integraiion the rates of produc tion
must necessarily increase, and that the ultimate result of integration
would be a cheaper unit cost, were also stressed. To calm, as much

as possible, any fears that might arise in the minds of manufacturers
about the possible legal aspects of their proposed cooperation, it was
declared that necessary authority for encouraging such cooperation was
in existence. As a matter of fact, that authority was officially re-
quested by a letter dated on the day t'e first integration commitiee
meeting was held =-- April 29, 19&2.192/ The committee actually was
organized and functioning effectively long before any final legal pro-
tection of its members was passed.

Formally organized on Anril 29, the cormittee met the next day to
discuss collective capacities and inventory positions on the 102 corn-
vonent parts of the fuze.lgé/ Such information was the basic data of
integration, and without it nothing could be accomplished. At this
first meeting General Campbell acted as chairman, aad the members of
the committee who came as representatives of their companies were
nexecutives with power to make decisions and manufacturing personnel
connected with fuzes".lgi/ It was intended to be a down-to-earth
mecting where practical remedies for production protlems could be of-
fered, and the contractors could commit thenselves to action. They

had been told what type of informatian to bring with them:

103. See citation No. 75, this study.

10, Dawson, Project Supportinz Paper No. 1), op. cit., p. 1b.

105. Telegram from Industrial Service, Office of the Chief of Ord-
nance, dated April 21, 1942, to all M3 fuze contractors, reference
symbols: SPOIP, TT 939,,0. On file in Historical Section, Office of
the Chief of Ordnance.
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It is requested that a tabulation be prepared and vresented
at the meeting giving present and projected daily output of each
individual fuze part. The primary purpose of the meeting is to
put all manufacturers into early assembly by an integration of
the industry through a proper interchange of parts and realign-
ment of individual part manufacturing capacities both of prime
contractors and suppliers of parts. Please prepare ard present
tabulation showing numbers of finished parts on hand, raw mater-
ials in stock and on order with delivery schedules, list of sub-
contracggrs supplying parts with quantities, capacities and sche-

dules,106/
This first industry integration comrittee meeting was unique in that it
was chairmanned by General Camnbell, the main force behind the integra-
tion committee idea. Within 31 days he was to becane the Chief of Army
Ordnance, and though his interest in the committees would be enthusiasti-
cally maintained, his more demanding nosition would make such a direct
relationship with them impossible. In any event, it is probable that
this sort of personal participation by top Ordnance military personnel
was only need to get the committee idez into being.

The Small Arms ranufacturers! Production Committees

Some ten weeks after the first meeting, when another committee of
the same general type was formed, a fairly definite organizational con-
cent existed., In July 19L2 it was proposed that a "small arms manu-
facturers' production committee™ would be formed "to integrate the
facilities of the industry in such manner as to attain maximum nro-

duction in the shortest possible time".lgz/

106. Ibid.
107. Small Arms Ammunition, A Histary,op. cit., II, 300,
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At the organi,ational meeting of this committee in New York City
on July 1, 1942, a fairly detailed description of the organization
and its purposes was circulatéd. According to this document:
The membership of this committee shall consist of two Ord-
nance officers to serve as chairman and deputy chairman and one
or more representatives from each facility of the particular
industry for which the committee is formed. The representatives
shall have authority to make decisions for their respective com-
panies. FEach facility revpresentative may have as many advisers
with him at each meeting as is necessary. The principal re-
sresentative of the industry will be the Assistant Chairman.108/
The proposed comittee was to function in support of the small arms
ammnition production effort, which was a responsibility of the Small
Arms Branch, Industrial Service, Office of the Chief of Ordnance. The
Chief of the Small Arms Branch was, ex officio, the chairman of the com-
mittee, and had the power to anpoint the deputy chairman (who must also
be an arry of’icer) and the assistant chairman. In addition to this ap-
nointing power the chairman was charged with establishing the policies
of the cormittee, coordinating the activities of the committee and its
sub=comnitiees, coordinating the Army Ordnance Depar tment's production
requirenents with the industry's production, and representing the
Chief of Ordnance as the Ordnance Department in accepting or rejecting
the recommerdations of the committee. The deputy chairman was civen
109

the power to act with the anthority of the chairman in his absence.-—/

Functions of the Sub-Committees

Within the committee, five sub-committees were to function: a

Machine Tool Sub-Committee, a Raw Materials Sub-Committee, a General

108, TIbid., I, P. 38L.

109, Material for this paragraph, and for the following section on
functions of sub-committees, was taken primarily from Small Arms Am-
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Planning and 8cheduling Sub-Committee, an Inspection Sub-Committee,
and a Production Engineering Sub-Committee. The scope of intended ac-
tion of the committee can perhaps best be understood by eiamining the
responsibilities of the chairmen of the sub-committees. It was within
the five main functional zroupings which these sub-commitiees repre-
sented that direct contact with the problems that affected production
would be made. The attainments of these groupings, or of camparable
and similar groupings in later committees, were the heart of comnitiee
activities. Because of their significance, the duties of the sub-
committee chairmen will be enumerated in full.

Machine Tool Sub-Committee

Coordinate and standardize machine tool requirements of
the industry with particular assistance to new facilities,

Act in an advisory capacity to all facilities on the pro-
curement of machine tools, jizs and fixtures.

Exchange data concerning machine tool shortages and ex-
cesses with special study of the advantages to be gained from
shifting (subject to Governrent approval) excess machine tools
from plant to plant.

Investigzate the machine tool requirements of the industry
for the purpose of substituting available machinery for the
desired critical tools.

Coordinate the collective tool room canacity with the in-
dustry's current needs.

Standardize cutters wherever possible to facilitate their
procurerent through combination of the induswry's orders. Co-
ordinate the erchange of like cubtters in cases of emergency.

Raw Materials Sub-Commitiee

Standardize the raw material requirements of the industry.

minition, A History, oo. cit., I, 335-338
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Prepare a standardiged list of raw material stocks and de-
signate which stocks, and in what quantity, they should be main-
tained in Metals Reserve Company Warehouse.

t as consultant to all facilities in matters regarding
avallability of raw materials.

Initiate requests for any changes that may be necessary or
desirablie in raw materials specifications.

Exchanze data on the raw material stocks of the individual
facilities.

Production Encineering Sub-Committee

Maintain active contact with all producers and act as a
clearing house ‘or distributing data on manufacturing processes.

Coordinate the individual facilities' drawing and design
revision requests so that a consolidated industry request can
be presented for avcproval.

Act to coordinate and standardize manufacturing processcs
in cooperation with the Machine Tools and ltaw Materials Sub-Com-

mittecs.

Coordinate the solution of problems involving mamufacturing
processes so as to utilize the engineering ability of the entire

industry.

Review proposed design changes to determine the extent of
disruption which would be caused by the adoption of a new design.

General Planning and Scheduling Sub-Committee

Coordinate the industry's production with the production
requirements of the Ordnance Departrent.

Contact all producers; study production planning methods;
initiate program for improvement and standardization of pro-
duction planning methods in cooperation with the Small Arms

Branch.
Exchange data on sub-contractors.

Inspection Sub-Committee

Coordinate inspectilon policies of all facilities to achieve
interchangeability.
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In cooperation with Ordnance inspection, standardize in-
spection methods to apply to all facilities.

Prior Experience with Perishable Tool Cormittee

The above listing of the responsibilities of sub-committee chair-
men indicates the degree to which the integration concept had been
rounded out in the brief period since the formation of the first com-
mittee. In ten weeks the experience was sufiicient for the formuls tion
of a detailed program that with minor revisions could be apnlied to
almost any munitions item. In addition to the experience gained from
tve M43 Mechanical Time Fuze Committee, the organizers of the Small Arms
Hanufacturers' Production Committee had had considersble prior ex-
perience with a committee of small arms ammunition mamifacturers known
as the Small Arms Perishable Tool Committee. This committiee » Which grew
out of the necessity for coordination of the machine tool requirements
for the new facilities which were being built, had been organized in
October, 19L1. The committee, which included representatives of the
Federal Cartridge Company, United States/ Rubber Company, Remington Arms
Company, and Western Cartridge Company, was headed by Mr. George J.
Heubner of the Office of Production Management, and worked in cooner-
ation with the Army Ordnance Department.t1? According to the mimites
of its first meeting, this committee was formed

to augment the individual efforts of the prime contractors
and to coordinate such activities where advisable, in order to

expedite production of cartridges. The Tool Committee will act
also as a clearing house for the collection and dissemination

of information concerning tool procurement.

110. Ibid., I, 353-35l.
111. TIbid., I, 35L.
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The Perishable Tool Committee served with considerable success
until April, 1542, when it was replaced by an organization of some-
what broader purpose and scope, the Small Arms Ammunition Committee.
This committee was to consist of a representative fran each of the
srime contractars engaged in the manufacture of small arms ammunition,
and was to have a full-time executive head with the title of Manager.
It was mandatory that an officer of the Army Ordnance Dejartment be
present at all meetings, amd it was provided that "the officer will
promilgate all recommendations, and reports of the committee shall be
issued only with his approval"..li%/ The functions and duties of the
Committee were

to analyze and tabulate information and data, other than
that concerning prices, to issue reports thereon to prime con-
tractors covering experience in the procurement and utiliza-
tion of tools, and to request from the member companies sup-
plementary information where necessary.ll
The committee could take no action binding on any of its members, but
must rely upon recommendations made to the Ordnance Department to be
accepted and acted upon with the backing of governmental authority.
Tt is understoocd that the Committee will act only in an
advisory capacity and will not be empowered to place orders, to
issue directives to individual companies, or to commit any de-
finite executive acts which will have any bearing on the per-
formance by the prime contractors of their responsibilities
under their government contracts, as these prime contractors

must have freedom of operation in Oﬁ er to comply with the re-
qu-.rements under these contracts.

112. Ibid., I, 368.
113. Tbid.

114, Ibid,
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Springing as it did from the Small Arms Perishable Tool Com-
mitiee and the Small Arms Ammunition Cormittee, it is understandable
that te Small Arms Manufacturers' Production Committee could be
brought into being with fairly detailed outlining of purposes, organ-
ization and responsibilities. It is also understandable that wi th
the knowledge gained from the observed function of the M3 Mechanical
Time Fuze Committee the scope of activities of the new committee would
be shaped more toward the broad integration commitiee concept, and
would extend far beyond a sole interest in the tool situation.

In the formation of all of the early committees, it was to be
expected that emphasis should at first be on the expediting of tools,
distribution of available equipment and materials to maximize production
while bringing new producers into operation, and training of skeleton
cadres for new producers by the old. However, as soon as all pro-
ducers were operating, emphasis would be expected to shift to pro-
duction engineering, inspection methods, and planning and scheduling
improvements as means of increasinz production without further expan-
sion of facilities. This is, in general, what happened.

Publication of Basic Integration Committee Instructions

By August 19L2 the industry integration committee had taken suf-
ficient shape for it to be’fully described in pamphlet form. This
publication described the formation amd objectives of integration com-
mittees, and gave instructions for their organization and operation.
The pamphlet was transmitted by a letter signed bv General Campbell,

the Chief o Ordnance, who declared:
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"There will be no deviations from the basic principles expressed in the
attached pamphlet."llg/ This publication immediately became the "bible"
for all committees, and continued in that status until the publishing
on December 1, 1942, of Ordnance Procurement Instructions 56.

The issuance of "OPI 56", as it was known to those who had oc-
casion to deal with committees, provided a detailed body of printed
resulations covering all aspects of industry integration committee or-
ganization and operation. It was an embodiment and swmation of ex-~
perience with the committees up to that time, and included all of the
substance of Ordnance Fiscal Circular No. 105. In addition it added
body and detail to the previous concepts and ideas of integration.

The new instructions strove to finally nullify the fears of some
manufacturers of prosecution under the antitrust laws by reprinting in
full the Ordnance Départment's request for approval of the committee
idea as made to the War Production Board, and the Attorney General's
letter to the War Production Board granting that approval.;lé/ It
a2lso cited Public Law No. 603, and reorinted the certificate of the
Chairman of the War Production Board made pursuant to that law, to-
gether with the Attorney General's acknowledgement of the certificate.lLZ/
Taken altogether, the documentation indicated an impressive degree of
nrotection for manufacturers who served as committee members.

To further bulwark the position of the industry members, and to

clarify the status of the Ordnance officers who headed the cormittees,

115. Ordnance Fiscal Circular No. 105, op. cit., transmittal letter.

116. See citations 75 and 76, this study.

117. See citations 77, 73, 79 and 80, this study.

(o
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responsibility for action was clearlv spelled out.

The responsibility far the commitiee's actions lies with
the chairman wio is the chief of the branch (of the Office of
the Chief of Ordnance). He is fully responsible for the comn-
mittees actions. The Committee, however, is limited as g t-
lined by the Attorney General's letter of May 1, 1942.118/ The
committee has no authority to commit the Ordnance Depart-
ment. It can collect and correlate information and can make
recommendations. The Ordnarce Officer attached to the com-
mittee and working with the assistant chairman will receive
such recomendations and will order the recommendatio7s car-
ried out as an order from the Ordnance Department.llS
With the publication of Ordnance Procurement Instructions 56, the

existence of industry integration committees was properly formalized,
and a basis for examinming the different committees as organizations
operating on a similar pattern was established. Though changes in
Ordnance Procurenent Instructions 56 were to be made in May and Octo-
ber of 19h3, the general provisions remained fixed for the duration of
committee activities, Within the framework of these provisions the com-
mittees developed according to a variety aof influences which included:
the nature of the production schedules for the item being integrated,
the personality of the military chairman and deputy chairman and their
interest in the particular committee, and perhaps most important, the
ability and personality of the civilian assistant chairman and his

interest in the conmittee.

Reasons for Variztion in Committee Performance

With regard to the production schedules of a particular industry,

it must be realized that the committee had no part in the determination

112, See citation 76, this study.

119. Ordnance Procurement Instructions 56, on. cit., paragraoch
56,104.2.
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of actual requirements. An efiort was made by the Army Ordnance De-
partment to schedule production for as far ahead as possible, but at-
tempts at forecasting requirements led very frequently to situations
where production rates were built up toward projected peaks only to be
suddenly reduced by sharp cutbacks. These changes in production sche-
dules, which were actually reflections of changes in the Army Supply
Program upon which all requirements were based, could of course undercut
without warning the very basis upon which the committee had been formed,

If production of an item was no longer considered critical, the commit-

tee had little reason far existence.
It was also nossible for a committee to "work itself out of a jobu,

and where that situation occurred the committee was placed in an in-

active status.

Integration, as such, is not necessarily a continuous pro-
cess. For example, the standardization of materials or parts,
the esmtablishment of uniform bills of materials, the integration
of mamifacturing equipment for the attainment of maximum production
therefrom, etc., are all activities which, when once effected,
may require no further attention from the Committee. (.....)
When the need for further active operations of a Committee ceases,
the Branch Chief (committee chairman) will notify all interested
parties to that effect and include in such noti.iecation appro-
priate instructions relative to the disposition of books and re-
cords of the Ordnance Department Representative on the Committee
and amy Government Property utilized by such representative or
the Cormmittee., Thereaf the Gommi ttee will be considered in
an "inactive status",

An inactive committee was considered in a state of suspension of ac-
tivities, but was not to be disbanded. It was recosnized that a require-

ment which had suddenly been reduced might more suddenly still be re-

120. TIbid., parasraph 56,210.L.
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established at greater levels tmn ever, and the committee would a-
gain be needed., "Prospective changes from time to time in the Army
Supply Program make it highly desiratle that the condition of a sus-
pended Committee on 'inactive status' be such that the Commitlee may

be reactivated with the utmost expedition.nl2l/

A second major influence in the manmer in which particular con-
mittees developed was the attitude of the military chairman, who by
regulation was also in every case the head of an operating branch of
the Industrial Service, Office of the Chief of Ordnance. For example,
Brigadier General R, E, Hardy, who was Chief of the Ammunition Branch
of the Industrial Service, waos also ex officioc the chairman of some
75 industry integration committces organized to increase the production
of ammunition items. It is underatandable that these branch chiefs
would not, in addition to numerous other weighty responsibilities, be
able to lteep close contact with the integration commitiees of which
they were the responsible chairmen., In certain cases, notably that
of the ML3 lechanical Time Fuze Cormittee, there was for a time close
contact maintained by the chairman. Headed as it was by General Camp-
bell, and standing as the first example of integration, this committee
received great attention from the highest levels within the Ordnance
Department. However, this was not the usual case, and as experience
with the committees increased the connection of the chairman with then

became increasingly remote.

The deputy chairman, too, was in many cases not close to committee

121, Ibid., paragraph 56,211.1.
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operation, activities or management. Under the regulations,lgg/

the chairman could delegate all or part of his authority "to a De-
pity Chairman within the Branch or to the Chief of the Ordnance Dis-
trict in which a Committee has its headquarters in any case in which
the Chairman, in his discretion, deems such action to be desirable."

A typical example of how authority was exercised in practice is in
the operation of the Heavy Tank Gun Committee. This committee was organ-
ized at the Oldsmobile Division of General Motars Corporation in Lansing,
Michigan on October 8, 1942, At the first meeting one of the important
speakers was an officer from the Office of the Chief oi Ordnance who had
served as an organizer for many of the artillery committees., His remarks

are quite revealing.

This meeting has been called in order to integrate the fa-
cilities of manufacturers of heavy tank guns -- that is, the 75mm
and 3 inch tank guns. It is General Campbell's belief that in-
tegration of this type can best be accomplished by permitting
industry to do the Jjob, and so he decided that these committees
should be formed with an Ordnance Officer as chairman in order to
protect the members of the committeec from possible legal action
under the antitrust laws.

The purpose of the committee is to permit the interchancge
of engineering information, to permit the proper utilization of
machine tools, and also the exchange of raw materials whenever
necessary. The organization of the committee will be as fol-
lows: there is a chairman who is the Chief of the Branch in the
Office of the Chief of Ordnance concerned with procurement of
the items to be covered by the committee. In this case, it will
be General Wells., Then there is a deputy chairman who is also
an Ordnance officer appointed by General Wells to handle such
of the comrittee work as requires attention in the Office of the
Chief of Ordnance. The deputy chairman will be Colonel Martin,
the Chief of the Cannon and Aircraft Armament Section. Then
there is an assistant chairman selected from industry by the

122, TIbid., paragraph 56,211.1.
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chairman, and in this case the assistant chairman will be Mr.
Wolfram. (Mr. J. F. Wolfram, Oldsmobile Division, General
Motors Corporation.) The assistant chairman really super-
vises and directs the work of the commitiee. (Underlining
added.) Assigned to the committee on a fulltime basis will
be an Ordnance Officer, Lieutenant Norwvig, who will have his
quarters in Lansing where the headquarters of the cammittee
will be and who will devote his entire time to the committe:«'s
wark. He will be the man who will put the cormittee recom-
mendations into effect.123

From this frank statement it is readily seen that the purpose of
the assistant chairman was to run the committee, while the functions
of the military chairman and deputy chairman were to hold responsi-
bility for cormittee action. In practice the assistant chairman ran
the committee almost single-handed, though at certain critical meet-
ings the deputy chairman might be present. The committees were re-
cognized as being useful in time of cutbacks as well as when produc-
tion was ervanding. In referring to such a declining sitvation, the
same speaker declared: "We feel that in cases where requirements
call far a decrease in production, the committee's recommendations
will provide a fair basis for acssigning tie lowered production rates
to the different facilities."lgﬁ/ Such a situation arose in the oper-
ation of the Heavy Tank Gun Committee within a month after its forma-
tion. On Noverber 10, 19L2, the committee was assembled at the Det-
roit Ordnance District at the request of the Office of the Chief of
Ordnance. The deputy chairman, Colonel llartin, presided, and an-

nounced reductions in production schedules which in effect eliminated

123, Historical Record, Heavy Tank Gun Integration Committee,
Mss. dated 16 April 1915, p. 3. On file in Historical Section, Office

of the Chief of Ordnance.

12, Ibid., p. kL.
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some of the producers entirely, and greatly curtailed the output of

125/

others.

Significance of the Assistant Chairman's Position

Though the deputy chairman might attend important meetings, as
mentioned above, the general situation was for the assistant chairman
to carry on the committee activitdes almost entirely as he saw fit.

In commenting on the rols of the assistant chairman, one observer
stated: "Aside from an occasional meeting of the committee members,
the function of the whole committee resolves itself doun to the activi-
ty of the assistant chairmuan himself, independent of committee action."lgé/

As was vreviously noted, the assistant chairman was appointed from
industry by the chairman, who was also the chief of the branch of the
Office of the Chisf of Ordnance with which all of the mamifacturers had
contracts for that narticular item. In two places Ordnance Procurement
Instructions offer guidance as to the type of individual whose appoint-
ment is considered proper. IHe was to be "a broad-gauged man with initi-
ative and drive. llo other type of man will be appointed".lgl/ In ad-
dition,

Members of Industry Integration Committees are and should
be the most capable production executives dealing with the Ord-

nance Department's work performed by the firm which the Commit-
tee member represents. The Assistant Chairman, in particular,

125, Minutes of Heavy Tank Gun Industry Integration Committee
leetines, Detroit Ordnance Distirict, November 10, 1912, p. 1. Typed
cooy on file in Ordnance Historical SBction, Office, Chief of Ordnance.

126. Historical Record, Heavy Tank Gun Committee, opo. cit., p. 25.

127. Ordnance Procurement Instructions 55, parasrach 56,10L.1.
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should be an ogtstanding man in the industry manug cturing
the end item for whnich the Committee is formed.

The assistant chairman, arpointed by the pertinent branch chief
of the Ofiice of the Chief of Ordnance, was clearly in the position
of possessing considerable authority without responsibility. He func-
tioned at the critical point with regard to the allocation of production
schedules, and also with repard to the exchange of parts, materials,
tools and machines,

The committee members furnish the assistant chairman with

a list of facilities; the rate of production, actual and pro-

jected; and an inventory of material on hand, on order and pro-

mised delivery. The assistant chairman and the Ordnance Officer

attached to the committee compile the production data. By com-

paring this data to the requirements of the Ordnance Department,

a production schedule can be made and, at this time, production

capacity, material and facilities commitments beyond the re-

quirements of the Ordnance Denartment should be released for use

on other items. By including the capacity of available sub-con-

tractors, it will be possible to allot sub-contracting capacity

to the orime contractors, making nossible a further release of

facilities for other uses.2Z
Obviously, the assistant chairman who desired to do so was strate-
gically located with regard to giving special treatment to his own com-
nany, or to other companies toward which he mighi feel a special inter-
est. Though referral of such considerations as schedule changes to the
committee was espected, the supporting data for such presentations was
prepared under the direction of the assistant chairman, and would

doubtless offer opportunities for bias in some desired direction if

any pronensity for such action existed. With regard to actual exchanges

128, 7Ibid., paragraph 56,212.1.

129, Ibid., paragranh 56,105.1,
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of various items in the interest of production, Ordnance Procurenent
Tnstructions stated that "the Committee recormends via the assistant
chairman the interchange of parts, material, skill, tools, machines

etc."lég/ Here again, if an assistant chairman were so minded, was a
ready opportunity to help his own or favored companies,

The extent to which the position of assistant chairman, with its
unusial opportunities, may have been abused is uncertain. No specific
case can be cited which will furnish an example of abuse in this area,

but in at least one instance it was mentioned as a source of uncertain-

ty in the minds of members.

The assistant chairman appointed from one of the facilities
assumes a position in the eyes of the other manufacturers in the
group in which he persanifies the company by whom he is employed.
His decisions, therefore, are likely to be interpreted by other
manufacturers as favoring his own employer.

The same commenter went on to state that

The assistant chairman mast rely on the information volun-
teered by representatives of the different manufacturers making
up the committee. It is doubtful that all manufacturers repre-
sented on the commitlee were always willing to give the full
facts concerning any given situation to an employee of another
nanufacturer,i3

Role of the Ordnance Representative

Aiding the assistant chairman was the Ordnance Representative on
the committee, an officer especially designated to handle committee mat-

ters. This officer possessed the necossary authority to put recommend-

130, Ibid., paragraph 56,105.2.
131. Historical Record, Heavy Tank Gun Committee, op. cit., o. 2L.

132. Tbid.
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ations of the committee chairman into effect in most instances.
Subject to such limitations and restrictions as may be
imposed by the aporopriate Branch Chief, the Ordnance Represent-
ative on a Committee, in connection with Committee matters, is
~uthorized to issue instructions and directions der oi the

Chief of Ordnance and for the Chief of Ordnance.zﬁd?r
Thouzh specifically forbidden to refer to himself as the "Officer in
Charge" or any similar designation,;ég/ this officer, working closely
with the committee chairman and at the center of concentration of in-
formation on committee activities, was in a position to greatly influ-
ence the work of the committee. As the Ordnance officer in closest
contact with the committee his view of the activities, and opinion of
them, could do much to shape them in one direction or another.

The selection of the Ordnance Representatives was a considerable
problem, as the type of officer required was not that which the usual
military background would produce., The nature of the position de-
manded an ability to work closely with civilians employed by private
industry, and military contacts were reduced to a minimum. The re-
presentative usually had his office in the same location as that of
the assistant chairman, which was normally at a plant producing the
item being integrated. Reserve army officers with industrial experi-
ence were selected where possible, and mary had very little previous
military experience or training before beingz called to their positions
on the commitiee, Regulations stated that they should be Yexperienced

in military procedure“,lﬁé/ but at the time when most committees were

133. Ordnance Procurement Instructions 56, op. c¢it., paragraph
56,211.2.

13L. Ibid.

135. Ibid., paragranh 56,10L.1.
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formed -- the latter half of 1942 -- officers with that qualification
were rare, and in great demand in many places.

It can be said of the entire group of such officers that they were
engaged in an unique type of activity, without clear precedent, and that
on the whole they served very effectively. They occupied a rather deli-
cate position, in that they possessed authority to implement many of
the recommendations of the committee. Engaged as they were in a field
of activity which was new and without written records or history,
with very little guidance of any kind available, they knew at the same
time that they were responsible For assisting the committees to func-
tion, rather than obstruct activities in any way. Particularly at first
they had little upon which they could base thcir judgments of commit-
tee recommendations, yet they knew that whenever they delayed a deci-
sion in the hope of getting more knowledge upon which to base it, they
might be seriously delaying the very production which it was their
business to expedite.

The Regular Industry Members

In addition to the positions described above, there were the regu-
lar members of the committees. These, too, were of a select type,
supposedly being "the most capable production executives dealing with
the Ordnance Department's work perfiormed b the firm which the Commit-
tee member represents".l;é/ These representatives of the contractor
'should be qualified and authorized to act for and on behalf of their

respective »rincivals in all matters pertaining to Committee activity".léz/

136. TIbid., paragravh 56,212.1,

137. TIbid.
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These members representing prime contractors would necessarily
be key people in the contractor's organization or they would not be able
to smeak with authority. However, the key veople selected far service
as committee members were supposed to come only from the manufacturing
end of the business, for the instructions provided that "each member
should be a production man and not a salesman.“lgé/

Recognizing th2t the quality of personnel maling up the committees
was such that their time should noi be wasted, an effort was made to
avoid unnecessary demands on that time.

The time and ability of all contractor'!s representatives on
Committees is of the greatest value to the Ordnance D partment
when they are working in their own vlants, offices and shops.
Unngcessary meeting must be discouraged. The bu%k f a Committee's
business can be handled by telephone and letter.

In actual practice, committees met more frequently in their early
days than later on. One aspect of integration was that it became more
effective with exnerience, a.d once all producers were operating the
necessity for many of the activities of the committee ended. The re-
maining activities, particularly if production schedules were neither
sharply increased nor sharply cut back, became routine exchanges of in-
formation in the sense of renorting parts and materials on hand, short

or excess tools, suggested improvements in »nroduction processes, data

on specifications or inspection standords, and commarable matters.

139, Ibid., paragraph 56,10L.1.

139. Ibid., paragraph 56,212.1,
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Chapter 6

Improvement in the Utilization of Resources

The preceding five chapters were devoted to showing why and
how Ordnance industry intecration committees were brought into exist-
ence. With the time element highly critical, and with peacetime
economic processes unsuited to the task of properly guiding industri-
al mobilization, we found that various expedients and devices are
customarily resorted to by nations attempting to quickly increase
their rate of munitions production. In the United States, a sub-
stantial amount of antitrust legislation exists, and a more a less
acuvlve antitrust policy has been followed by the government. In
World War II some of the methods worked out for increasing production
were quectionable in the light of such policy, which had to be relaxed
if the methods were to be employed. The industry integration commit-
tee was a device of this type. In this chapter and the two following
ones, some of the methods by which integration committees operated to
increase production will be examined, and various cases in which they
were efective will be cited.

The Scope of Army Ordnance Hesponsibili ty

In World War IT the Army Ordnance Department had the respons-
ibility for the design, devclopment, procurement, and maintenance of

all weapons, ammmunition, fightinzg vehicles and motor transport ve-

88
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hicles used by the air and ground forces, and for a considerable share

of the weapons, ammunition and vehicles used by the Navy and Marine Corps.lég/
Because of these vast responsibilities, the "Armyr Ordnance Share" of the
defense production dollar was by far the largest of any branch, bureau or
agency of the government, Few people realize that this relatively small and
little known part of the Army was the greatest single contracting agency in
World War II., During that war Army Ordnance spent approximately one quarter
of every dollar appropriated for military production, while the Navy, Air
Force, Haritime Service and the other Arms and Services of the Army shared

the remainder. A graphical presentation of the Army Ordnance production share,
relative to that of others, is shown in Figure 1 on the next page.

A similar analysis, but one in which no attempt is made to distinguish
the agency or service responsible for production of the category involved,
was prepared by the War Production Board and is reproduced as Figure 2 on
page 91. It will be noted that the catezories of "Guns and Fire Control",
"Ammmnition", and "Combat and iotor Vehicles" would be very largely the
responsibility of Army Ordnance, while additional Army Ordnance production
would be included in the categopbies of "Communication and Electronic Equip-~
ment" and "Other Equipment and Supolies".

The Army Ordnance production problem, briefly, was to transform a
billion or more dollars monthly into munitions, and to do this with
constant attention to improvement of rates of production, decreases
in costs, and reductions in requirements for materials, It also had

to be done within the limits of master requirements established by an

otside authority, and despite the fact that those requirenents

140. Army Ordnance Report No. 3, op. cit., p. 3.
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fluctuated widely and in an unpredictable manner,

To keep close contact with the actual vnroducers of munitions,
and yet be far enough removed so that there could be no question of
uwndue interference, was the role of the Army Ordnance Department with
regard to the integration corrxitiee. Organized speciiically to aug-
ment the rate and quaniity of production that could be obtained from
a ziven industrial structure, the cormittees could be pcrmitied o

functi-n with relstive frecdom within the limits imposed by the Oxd-

t

nance Procurene:t Insiiuctions under which they were formed. The
governnent, as recvresented ity Arry Yrdnance, had to indicrue the
sthere of action, ant provide assistance when the solution to a
problem appeared to reauire something that was outside the control
of the cormitiee merters or of the Arny Ordnance Depariment.

Corrittees Helr with the Tool Problem

Corii’.ttee members very frequently found themselves in need of
nelr with regarc to the vprocurement of tools and materials. The tool
an- materials problem was, basically, the recs:lt of the wartiime de-
mands made fromn many direcitions upon a tcol indusiry and upon mater-
ials supnlying indusiries which were geared only to reacetire needs.
e manufacturer, or small group of manufacturers such as a cormitéee
renresented, could alone hone to deal successiully in the maelstrom
sroducsi. by the concomittant demards for toole and materials, nor
could they hope to succeed in :ushing through their orders in the

face of others without porerful sponsorship. The tendercy, of
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course, was to call for help.

The Ordnance Department was litera'ly swamped with ex-
peditins requests of all types. The problem, therefore, was
to relieve the Ordnance Department in Washington, wherever
possible, of the necessity of thelr approval. All Committee
meribers were, therefore, encouraged to make recormendations
and submit all assistance to the Cormittee headquarters. It
should be stated that Committee members were encouraged to
act as much as possible on their own, and not assume the at-
titude == '"Well, if we can't take care of it, the Cormittiee
will, niil

When expediting was necessary, the Committee was often able to
act in the interests of its members with the full weight of the Army
Ordnance Department behind it.

The important point to notice is that the Committee kept
a close personal liaison with the Expediting section of the
Artillery Division (of the Industrial Service, Office of the
Chief of Orcnance), and either became a direct acting agent
of that section, or simply passed on information to it for
its action, depending, of course, on what the circumstamnces
of each expeditin~s case were. If time was all-important,
correspondence was dispensed with and action was taken by
personal contact or telephone comwversalion; but in every sing-
le instance action was taken.li2

Cooperation throush the Committee was also a convenient means
of reallocating tools within an industry, as exemplified by the ex-
perience of the Pistol Committee.

Analysis of the comparative time study report, revised

Froduction equipment requirements, the introduction of new

designs for pistol components, and other factors, made pos-
sible the transfer of many machine tools within the industry,

1,1, History of the Intermediate Caliber Antiaircraft Carriage
Industry Committee, liss. prepared by Firestone Tire and Rubber Com-
pany, 1915, p. 9. On file in Historical Section, Office of the Chicf
of Ordnance.

l}.l2o Ibid., p. lO.
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for the purpose of balancing productive capacity.léi/
There was also an effort made to prevent the ordering of
machine tools by discovering excess tools of the type wanted in
the possession of some committee member. In the case of the Remote
Control Systems Comnittee, "before a request for a new machine was
submitted, Committece members were canvassed to determine whether
the requirec machine could be obtained within the organization."léﬁ/
Tools could also be ef:iciently transferred from one facility to
another, through committee action, in the event of a manufacturer
bein~ closed out. Such an occasion was the termination of the Amer-
ican Locomotive Company as a producer of the 155 millimeter gun car-
riages,
An excellent example of Comnmittee activity was the trans-
fer of the tools, jigs and fixtures, gages and dies, as well
as surplus inventory, at American Locomotive Compnany for the
155 mm Gun Carriage to Pullman Standard Car Manufacturing Com-
pany when American's contract was completed and Pullman was
just initiating production.l

Improving the Parts and Materials Situation

Committee activity in encouraging the interchange of critical
raw materials an<d component parts was one of the most valuable contri-
butions that the committees made to the production effart. The Field

Howitzer Committee had an established procedure for obtainimg action

. 143. A. C, Foss, Jr., Project Supporting Paper -- Pistol Ind-
ustry Integration Committee, 19L2-L5, Mss. dated 5 October 1915, p. 12.
On file in Historical Section, Office of the Chief of Ordnance.

1L}, History of the Remote Contrcl Systems Committee, 19L2-L5,
Wlest Springfield, Massachusetts: Gilbert and Barker Manufacturing Com-
pany, 1945, p. 10. On file in Historical Section, Ofiice, C. of O.

5. J. E. Martin, History of the Heavy Mobile Carriage Comnrmit-
tee, 19l:2-15, Mss., c1945, p. 6. On file in Hisdbriocal Section, Office,

C. of 0.
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on threatened materials shortages.

During the first few months much expediting was necessary
to overcome mzterial bottlenecks. To alleviate this, a plan was
instituted whereby one a month each Howitzer manufacturer sub-
mitted to the committee affice a list of those materials which
he would be out of two months hence if more were not received
in the meantinme. All pertinent purchase order information was
included on these lists.,

After editing these lists to make sure only materials threat=-
ening to shut down productisn lines were listed, and correlating
this material with actual Mowitzer production nlans, the listo
were consolidated into one repvort and farwarded to the Deputy
Chairman of the Committec in Washington. ile then saw thzt the
list was checked against War Production Board materials pro-
duction schedules. If a material necessary to cantinued How-
itzer production was not on the War Production Board schedules,
he attempted to get the material placed into the schedules on
the basis of being definitely critical to the Howitzer program.
This plan materially reduced the number of emergencies iron a
mamifacturer being out of material and reduced the amount of ex-

pediting necessary.=2>2

Committee meetings served as suitable occasions for statementsc of
policy regarding such nroblems as the hoerding of materials or machine
tools., Such statements might be mace by a nmilitary official, and have
the immediate effect of an order on the policies of a committee. ror
exarnple, Brigadier General G. I, Wells, the Chief of the Artiilery
Branch, industrial Service, Uffice of the Chier of Ordnance, and ex
officio chairman of all artillery and artillery compoiuent committees,
snoxe on this subject at the meeting of the Intermedizte Anti-Aircraft
Carriage Committee on September 3, 1912, He declared that all contractoes
m:st be positive that machine tools and material on order coniform with

“he production rates of their respective Ordnance materiel schedules.

146. C. i, Cline, History of the Field Howitzer Industry Integration
Committee, July 19L2 to May 19L5, Mss., cl945, p. L. On file in Histori-
cal Section, Office of the Chief of Ordnance.
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He also stated that no "comfortable® factors of safety would be toler-
ated, and that the objéctive was to maximize the production of all con-
tractors. Unnecessary hoarding of machine tools and materials by one

W/

Frequently the members of a committee found themselves at a dis-

contractor could seriously hinder another's production.

advantage in obtaining component parts or materials from sub~-contractors
heeause their requirement, as a single producer, was not sufficient to
interest the sub-contractor in view ol other orders which he had on his
books. I, such cases the committee served as a highly useful agency for
nooling requirements with resulting advantage to both the sub-contractor
and to the member manufacturers. In the case of the lMiscellaneous Can-
non Comnittee, sub-contracted items were pooled in those instances where
the cguantity appeared too small to Justi.y individual sub-contracting by
each prime contractor. "Iuch pooling would also be possible in the pur-
chasing of small quantities of raw material. Generally speaking, better
rolling dates can be obtained at the steel mills when large quantities
are ordered.“lgg/

Tn the case of the Pistol Committez, one producer was established
and in production well in advance o. the other commitiee members.

Mis situation made possible inte-ration of the industry by
using common sub-contractors and by pooling orders for tooling,
gages and raw materials. As a result of the efforts to secure

common sub-contractors, which was particularly desirable on screw
machine parts, thirty-seven of fifty-three pistol components were

11,7. Report of the Intermediatec Anti-Aircra’t Carriage Committee
“eetins, September 3, 1942, Acicron, Chio, Typed ninutes, p. 5. On file
T listarical Section, Office of the Chief of Ordnance.

1,8. Activities of Miscellaneous Cannon Committee, June 191:2 to July
Springfield, Vassachusetts: opringfield Ordnance District, 25 April
%

. 23. On file in Historical Section, Office of C. of 0.
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procured from seven sub-contracitors supplying Ithaca Gun Company,
Remington Rand, and the Union Switch and Signal Company. ?rooling
of orders for raw materials was made possible through the standard-
ization of raw materials specifications and sizes. General adop-
tion by the three new facilities of the Singer Production Study
made possible the pooling of orderslﬁar cutting tools, and in

some cases gages and other tooling.__z/

At times the manufacturers, either alone or through the CLomnitiee,
did not act to solve the problems resulting from their varied demands on

the same supnliers. 1In such cases the Ordnance Representative on the

Cotiittee was able to force action,

In many cases, manuiacturcrs had common sources for materials
such as forgings, castings, steel platec or machined parts. When
short supply from a common rair material supplier or sub-contractor
began to hold up production, it was necessary in most cases for
the Ordnance -lepresentative to steo in and allocate deliveries Ifrom
these sources to the various prime contractors. Ilanufacturers were
unable and unwilling to do this :'or themselves, and the Orcnance
Uistricts did not have the neeessary information.

The Cormmittee, armed with Industry States lteparts, nr-.duction
schedules, a thorough knowledge ol nroduction methods in member
plants, and a first hand analysis of conditions in the sub-contract-
ors plant, was the onlv orzani-ati-n equipped to make intellizent
allocations of deliveries. rrine contractors and sub-contractors
alilke, along with Ordnance Listricts, were so pleased with the al-
location of sub-contractors ty the Industry Committee that the Com-
mittee had to resist reguests for unnecessarv expansion of the
plan, and had difficulty in retiring from allocation of a varti-
cular sub-contractor'!s delive ies aZter the crisis was past and
thers were =nough parts for all manuacturers.150

In sone cases it was necesszary for the committee to furnish informa-
tion upon which allocation of the productiin of a common component mater-
ial could be based. By proper allocailion among commitiee members the end

or mardnizing production in a given time period could be obtained. Such

1,9, Foss, Pistol Intesration Committee, on. cit., ». 10,

150, C. A. Gerstacker, Historical Record of the lMobile Carriage
Recoil Mechanism Integrating Committee, Mss., Sentember 19I5, po. 8=9.
On file in Historical Sectiom, Office of the Chief of Ordnance.
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a situation arose in the production of field howitzers, and the first
action of the Field Howktzer Integration Committee was to attempt to

brins some degree of order into the supply of howitzer tube forgings,
which were in serious short supply. A system of direct allocation of
the output of the farging plants was adopted.

Near the end of each month, the Integration Committee gath-
erel data from the Cannon Sub-Office as to anticipated tube forg-
ing production from all forge plants ifor the following month and
data from the Howiizer manufacturers as to their suppnlies of

for~sings on hand and needs for the following month. An alloca-
tion of forgings was then made on the basis of distributing the
forgings between the Howitzer manufacturers so that they re-
salted in the greatest number of suns in the shortest time.;;l/

The very close familiarity of the committee with the needs of its
members for particular parts and nmaterials, coupled with the information
on nroduction of parts and materials by the suppliers, frequently made
nossible a "hand-to-mouth" sart of operation which, despite the absence
of the usual workins stocks of such parts or materials, nermitted pro-
ductiorn to be maintained steadily with a resultant mainizing of fin-
ished item output. A cood example of this hand-to-mouth operation was
“ound in the kemote Control System Committes.

In the early period ol the Committee, many remote control
system products were Jjust one step ahead of requirements.
Where a2 Committee »rodiict was usec by other manufacturers in
equinping or completing an Army fighting unit, a scheduling
system was set up to allocate output to actual reguirements,
For example, Indicator Regulators uscd in the 90 millimeter and
120 millimeter guns were shipped to the gun mount producers as
needed for actual production. By maintaining constant inventor-
ies of supplies in the mount manufacturers' plants and keepning
in close touch with members' output, it was possible to schedile
Indicator Regulators so that each one was used promptly and

1531, Cline, History of Field Howitzer Committee, op. cit., p. L.
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without building up excess inventories. Similar methods were
used in allocating 0il Gears to manufacturers of 4O millimeter
(gun) mounts. Committee action of this type insured maximum
production of the end items as ng excess unused inventories
were pernmitted to accumulate.lgg

At times the committee served to equalize available stocks of a
component part during a period when new capacity was being brouglt into
being. Frequently this could be accomnlished without any loss in pro-
duction of the finished complete items, as in the case of telescopes
far arnored vehicle fire control eguipment.

The neutralization and elimination of a bottleneck in

the supply of rubber eye shields was effected without loss of

telescope production. As soon as the danger was detected,

stocks at all plants were equalized and the sub-contractor's

capacity expanded from 13,000 to 24,000 per month. The cost

of expansion was borne by a temporary increase in price of
the part. Distribution was closely controlled until production

capacity exceeded telescope §roduction and inventories had
reached an adequate level.iéd/

On some occasions committees were able to initiate comstructive
action toward the solution of problems only incidently related to
their major task of increasing finished item output. DBecause of the
zreat emphasis on completed items, therc was a frequent tendency to
neglect stocks of spare parts which were neccssary to maintain an item
in service after it had once reached the hands ol the ultimate users.
A critical problem of this nature arose in the field howitzer industry
early in the war, and was alileviated b committee action.

In the rush to get out a large nmumber of howitzers the
latter part of 19L2, snare parss and deliveries were lagging

152, Remote Control Systems Committee, op. cit., n. 10.

153. A Brief History of the Armored Vehicle Fire Control Commit-
tee, lss. , no author or sponsoring agency mentioned, cl9l:5, p. 17.
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behind schedule at most facilities. At the same time an increasing
murber of cannon were being sent into the theater of operations
causing a rise in spare parts demand. By March of 1943 there was

a serious shortage of many spare parts and a drive was under way

to eliminate spare part deficiencies.

Buring this period the Cormitiee used four different neth-
ods to help relieve the shortage. The first method. was the usu-
al. integration tool of a loan to the facility deficient in his
spare parts deliveries. The second method was to conducti care-
ful studies and make arrangements wnereby a facility who was in
a ¥avorable position with regard to a critical spare part would
shiv well ahead of schedule on his owa contracts counterbalancing
a deficiency at another facility.

The third method (.....) was used for extremely urgent de-
mands for small quantities which were needed immediately. The 0f-
fice of the Chief of Ordnance advised the Committee ofiice what,
how many, and how soon cert-in critical parts were needed. The
Committee office then made a quick survey of all its facilities
to find the one best able to {ill the special demand, called the
Office of the Chief of Ordnance and had special shipping instruc-
tions issued that facility usually calling for shipment by ex-
press to a port of ersbarkation. The fourth method was used for
long range planning to overcome spare parts deficiencies and con-
sisted of woricing toward the end of having new spare parts orders
placed at the facility best able to meet the requirement.

Susiness Relationships of Manufacturers Increased

+

The interdependence o:i modern industry and the modern industrial
econory, as exemplified.by the relationships of manufacturers with those
who supply their component parts aml materials has long been recognized.
Such relationshions are often built up through years of mutually profit-
ablec business dealings, and represent a valuable asset to the concerns
involved. The industry integration committee proved to be a means by
which relationships of this type were vastly expanded, exposing the
prime manufacturer to a wider ranze of possible suppliers, ard the sup=-

“llers to possible new mariets for their products in the form of new-

15L4. Cline, History of Field Howitzer Committee, op. cit., p. 8-9.
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coners into the business. In addition the committee served as a means
throuzh which all members of an industry were put in possessicn of
mamerous facts concerning others in the business. Though the peacetime
implications of this knowledge misght be serious for the participating
nanufacturers, it was mandatory that such information be gathered, an-
alysed and disseminatec if the committee was to be of assistance in
such matiers as allocation of available naterials, distribution of criti-
cal tools, placing of production schedules and similar activities with
which it was clearly charged, In additiom, the availability of such in-
formation was of great value when expansions of plant, or changes in pro-
ducts, were contemplated.
Throuzh intimate contact of the Committee arganizaion

with the member companies, a thoroush knowledce was acquired

of each concern's equipnent an’ the tyne of work it was best

fitted to manufacture. This inforrztion was available to

Ordnance wher, facilities were bein~ sought for new or chanted
products.%_-

From the discussion that has been presented in this chapter, it
is readily apparent that com:ittees differed widelr in their Ifunction-
ing, depending uvon many and varied factors. Sorie were intensely active,
and some relatively inactive, However, for all committecs it is prob-
able that the major type of ccoperation was in the field of improving
the us~ of available resourcen, which has been discussed above., IHazd-
mizine finished item production within the limits of available produc-
tive facilities was the original basis ior the formation of industry

intesration cormittecs. By maintainin: adequate information regarding

155. Renote Control Systems Committee, on. cit., p. 1ll.
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mermbers and their suppliers, and then using this information as the
basis for shiftine tools, parts, materials, and for scheduling and

planning purposes generally, this objective was approached.




-

Chanter 7

Improvements in Production Methods and Processes

The oreceding chapter dezalt with one important area -- the
viilization of resources -- in which industiry inte.ration cormiiviess
wrere able to increase producitiocn. Some tynical instance:s of impreve-
ents in this area vhich were attributable to cormittee aciion were
cited. The present chapter will consider the activities ol committiees

th regard to the improvement of »nroductisn methods and processes.

The Art of Arms Production

Ar-ament marn:facture is “n the hictorical sense & highly special-

ized art, an< since the davs of the sword-naler and armorer has tended

tc be pormetvated by specialists. In the Un'ted States, these special-
iste have traditionally been located primarily in the zZovernment owned

"old-line arsenzls" overated by federal unds. "In time of Heace these
arsenals kecn ~live the ®xnow-how' and technique of arms makins so that
tire of war industrial America may be tau-ht the all-important art.".lé.é/
The role of the arsenals as _evelop.ent agencies is well understocd
by those who worl: in them, and nany veteran worx<ers take great opride in
Veeping alive and forwardirg armanent knowledze. Soretimes this pride,

a.d the awareness of the importance of their mission, has caused these

v-terans to make painful personal sacriiices, General Campbell mentions

156. Arry Ordnaice Report Wo. 3, ow. cit., p. 19.
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an occasion at Rock Island Arsenal in 1923 when a drastic curtailment

in Ordnance appropriations necessitated a reduction in the payroll. It
was necessary either to discharge the younger workers, or to cut the sal-
aries of the old ones. If the younger workers were separated, the arma-
ment making art in America would eventually die out. The old warlers
were called in and informed of the sitvation, and agreed to take cuts
ranging up to a thousand dollars anmually because "They agreed witbh us
that only in this way would it be possible to maintdin contimuibty in our
work and to hand doun to the next generation the priceless unwritten lore

of armament design and manufactire."157/
Arsenals and Mass Production

Engaged primarily in research and development, rather than in regu-
lar production, the arsenals were rarely in a position to apply the test
of mass production to the items they turned out. Of necessity, their
tools ard facilities were arranged for the production of sample lots of
experimental-type items which could be sent to various testing grounds
for study. When an item finally passed all necessary tests, and met the
established requirements, its production would be plk ced in the hamds of
a2 civilian mamfacturer on a contract basis, providing funds for the pro-
duction of any sizable quantity existed. Actually, between wars, the
amount of such contracting was extremely limited because o budgetary
restrictions.

In a few places, such as Frankfard Arsenal in Philadelphia, actual
mass production lines existed on a limited scale. At Frankford small

157. Campbedl, Industry-Ordnance Team, op. c¢it., p. 35.




arms emmmnition was produced in sufficient quantity to meet military
training requirements, and at other arsenals weapons, tanks, artillery
ammunition and such items were turned out in small quantities., However,
the scale of production was not sufficient to necessitate produc tion
engineering for really large quan tity output, and the funds that would
have been necessafy for the planning and tooling up for large-scale pro=-
duction did not exist.

Thus we find the munitions mal:ing know-how of tle nation largely
in possession of institutions and individuals who were not accustomed to
apprlying it in mass production sitmations. They were intensely aware
of the need for such application, and very willing to cooperate in any
program that would lead to it. However, industrial mobilization plan-
ning in that semse rqquires heavy financizl backing, and none was farth-
coming.

In such a situation, it is not surprising to find the so-called
texpertst of the munltions business highly receptive to the suggestlons
offered by manufacturers who were embarking for the first time upon
munitions production. On this subject, which might have been a touchy
one, the committee approach proved an ideal method to quickly bring
forth and put into effect the ideas of industry as applied to muni-

tions-making problems.

There has been a reluctance on the part of Ornmce en-
gineers to take the stand that their method was the only ane
possible. In addition it was believed that through competi-
tion the best process would evoive. Since such evolution is
generally slow and, in its early stages, leads to different




methods of mamufacture, the suggestions made by various indus-
try representatives (for stendardization of raw materials and
production processes and equipment) are easily understood.l58/

Commnittees Improve Methods and Processes

The contributions of industry to the improvement of production
methods and processes in munitions manufacture were numerous and varied,
They ranged from localized, unsung improvements made at worker or fore-
man level in individual-shdp bays where the result might be merely a
slight increase in the rate of output of some tiny component part, to such
changes as the introduction of the double-nitration process in the tri-
nitrotoluene (TNT) manufacturing industry, which overnight doubled or
tripled the capacity of TNT production lines and made half of the TNT
facilities surplus as early as 19L3.

The greatest value of the committees as a means of improving methods
and processes was probably their basic principle of encouraging the co-
operation of manufacturers to consider their problems as an industry,
and to offer a centralized means for quickly disseminating information
concerning worthwhile improvements which were developed. An idea that
could withstand the expert appraisal of such a group as the committee ’
and that could be hammered into a still better form in many instances by
that committee, was almost sure to be approved by the Army Ordnance De-
partment and almost sure to give the ultimate results that were expected
of it if carried out. A typical manufacturer's reaction to this aspect
of committee cooperation was that of the President of the Read Machinery

Company, who wrote: "By the interchange of engineering and manufacturing

158. Dawson, Project Supporting Paper No. 1k, op. cit., pp.105-106,
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ideas, we have been able to improve design and methods, resulting in
better units and saving numbrous productive manhours and reducing costs '.'152/
The cooperation at committee level on a particular item was also a
very important means of getting greater uniformity of product. The @uan-
tities of items required by many production sche dules were such that they
could only be obtained by enlisting mumerous and varied mamifacturers in
the business. The committees were valuable in introducing and assisting
such manufacturers in getting started, and they continued to be useful as
agencies for a critical analysis of the indusiry product. Generally,
military items must be highly uniform, and must perform with a high degree
of regularity exactly as they are supposed to perform. With a variety
of producers turning out the same item, discrepancies were very apt to
occur, and deviations from standards and spe cifications might appear in
the finished product. The committee served as an effective means of re-
ducing and forestalling such deviations,
We have also been able through the Industry Committees to
see that all sources are marufacturing to the same standards and
that the parts are interchangeable. This has resulted in better
production on the total amount of units due to the fact that when
@wome suppliers fell down on deliveries, parts could be borrowed
from other manufacturers and complete units shipped on schedule.
These advantages are minor compared to the results obtained on the
firing front because all parts from all sources are interchangeable,
which makes it possible to repair any unit immediately and get it back
into action. There is not doubt that the efforts of the Industry
Committees have made this possible.160/

Mass Production and the Gage Program

In the mascs production of items such as guns, tanks, motor vehicles

159, James T, Duffy, Jr., President, Read Machinery Comparny, Inc.,
York, Penn., to Captain C,. Kramer, Springfield Ordnance District, letter
dated April 7, 19L5. On file in Histarical Section, Office of the Chief

of Ordnance.
160. Ibigd,
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and anmunition it is mandatory that corponent parts be manufactured to

160-4/ p.._

ducing components that will meet f{ine tolerances adds greatly to the

careful tolerances if the finished product is to be serviceable.

cost and time of production, and depends upon control methods which are
based on measuremeént by actual gages at various stages during production.

The sets of gages needed to properly check the progress of production
of a component are often specialized devices which demand higzhly skilled
labor and expensive tools for their mamufacture. The trade of gage-
making stands at the very top of the metal-working crafts, and the king
amons metal craftsmen is the skilled gage-maker. A4 metal-working crafts-
man may rise from machinist, to tool and die maker, to gage-maker, and
the number who finally qualify for such a position is small.

The position of gages in the production process is crucial, in that
rinished items cannot be determined to be acceptable without them. Thus
one of the most critical asvects of tooling up for a munitions production
effort is the availability of the necessary gaze sets. The makinz of
gaces is a time-consuming process, and it is readily seen that gages can
only be produced aiter the design of an iten has been formalized for pro-
duction. A chance in desizn must mean accompanying changes in gages, and
the ti-e-lead in the finished item must inclucde not only the time for tooling
up after the desipgn is firm, but also the time for making gage sets.

Integration Cormittees Lase the Gage Probaem

Tn World War II the gage problem arose in great vigor. All types
of metal craftsmen were overnight in great demand, and many of the pro-

jects for which they were wanted were not firm. Designs were not form-

160-A. The first practical demonstration of parts interchangeability
was staged by E1i Whitney in 1300, when he assembled ten muskets from parts
selected indiscriminately from various piles of compbnents. IHe was attempting
to win an Army Ordnance contract! See Mass Procduction - Cornerstone of
Aerica's Welfare, Dent. of Ord., USHA, West Point, H.Y., Sept., 1951, DPe. 26




malized; production engineering mroblems were not solved; manufacturers
were attemptiing to produce items with which they were not familiar, With
regcard to gages, it was recognized that even those which existed for items
which had been produced or a limited scazle in peace~time might not suffice.
For example, in the manufacture of caliber .h5 antomatic pistols, the
gaging methods in effect when war came were those whickh hac been designed
for relatively small scale production, and a serious gage probéen con-
“rorted the industry integration from the start.

EBarly in the life of the committee s it became evident that

Ordnance gages were not entirely adequate. With the aid of the

Ley Inspector (of the Army Ordnance Department) ami the Colt

Company the list of gages was considerably enlarged.161/

Here was an example of the representative of the federal government
and the rerresentztives of an old ard established Pistol mamfacturer work-
ing closely together to esta>lish a procuction gage set that would serve
adequately for all pistol producers, Drough committee action the results
ol their cooperation could be quickly transmitted to all manufacturers,
and a uniform control of camponents and finished pistols could be quickly
achieved,

The requirement “or unifornity in gaging standards and practices was
basic to any sound system of interchangeability. Again, the problem of
mrmbers of mamufacturers of the same complicated item, all embarking at
the same time on the -roduction of that iten, led to extreme complications.
These problems might even be amplified by the fact that the end item was
completely fareign to American industry, as in the case of the 57 millimeter

161, Foss, Pistol Integration Committee, op. cit., p. 7.
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gun, One factory manager whose company was a member of the integration
committee for this gun wrote:

In the start of the 57 millimeter gun program, we were
starting under terrific handicaps not having gages coordinated and
trying to make this gun so that it would be completely inter-
changeable with the British model, The only way this gun could
be made by us, so as to be interchangeable with the British gun,
was through efforts of the Miscellaneous Cannon Comittee in con-
ducting the interchangeability meetings, whereby we were able to
determine the weaknesses of our gages and manufacturing systems.162/

Produc tion Woes Due to Design Changes

One of the great problems of the mnitims production program was the
necessity for changing designs of items even though contracts had been
let for quantity production of the item. These changes could stem from
a variety of causes: perhaps battlefield experience showed that a change
was needed to improve performance; sometimes a change could simplify the
production process and result in speedier moduction; often a substitute
material or method seemed indicated by the fact that the specified materi-
al or method could not be continued because of material shortage or tool
scarcity. Whatever the source, the effects of design changes were highly
adverse to the establishing and maintaining of a high and steady rate of
wroduction.

The change of an established design could result from action by
either the government or the manufacturers. Those resulting from govern-
ment action were often changes which seemed indicated by proving ground or

battlefield performance. The desire was to improve the effectiveness of

162. William J. Kerr, Factary Manager, Yoder Company, Cleveland,
Ohio, to Captain C, Kramer, Springfield Ordnance District, letter dated
April 7, 1945. On fize in Historical Section, Office of the Chief of

Ordnance.




the particular item in accordance with knowledge gained from experi-
ence, and there seemed little ground for opposition to such an objective,
However, the disrupiting effects of constant design changes were very
serious from the point of view of the manufacturers, and every effort
was made to modify the impact of changes as much as possible. One method
of achieving this was to provide the manufacturers with information as to
the proposed changes at the earliest possible date. |
In cases where a change was to be made in design, the
engineering arsenal of ten gave the commitiee advance information,

and the facilities were then contacted and advised of the situation
so that inventories of parts about to became obsolete could be

kept to a minimm,163/
Another method of reducing the number of design changes was that of

scrutinizing with great care the suggestions for such changes, and only
authorizing those which clearly warranted approval. Fram the point of
view of the individual manufacturer, numerous occasions could arise which
would seem to warrant actual changes in design, and the tendency was to

ask for approval of such changes.

Contractors frequently suggested changes in design, usually
to facilitate mamufacture ar to substitute an available material
for the unavailable specified material. By screening these re-
quests, the integrating committee considerably reduced the amount
that found their way to the engineering agency, ard through their
knowledge of the materiel were able to build the engineering
arsenal's confidence in them to a point where they could render ome
dazy service to the contractors on most requests.l6§/

Tripling TNT Production

Though the impact of design changes on mamfacturers was a serious

complication in many cases, the net effect was often one of greatly in-

163. Gerstacker, Mobile Carriage Recoil Mechanism Committee, op. cit.,
P. 10,

16L4. Ibid,




creased rates of production. Perhaps the most publicized change in a
production process was that which took place in the manufacture of tri-
nitrotoluene (TNT), one of the most effective military high explosives.
Prior to World War II the nitration of toluene into INT was developed
to a point where a pilot production line was able to produce approxi=-
nately 26,000 pounds of INT daily. When the construction program far the
creation of TNT capacity was begun in 1940, it was estimated that improve-
ments in the pilot line method would bring daily output of the new lines
to approximately 33,000 pounds daily. A total of twelve INT manufacturing
works were planned, with each consisting of six or more production lines.
The actual mumber of TNT lines constructed was in excess of 100, so that
a daily output of TNT well in excess of 3,000,000 pounds was possible.

Befare all of the plants were completed, however, "a new method of
making TNT was discovered which increased the production from an esti-
mated 33,000 pounds per line per day to an actual production of 96,000
to 100,000 pounds per day".lé_'-j/ This dramatic change in process, which
could be instituted in existinz lines without great complications, tripled
the TNT cppacity of the country and resulted in surplus facilities for the
production of TNT even before all of the lines in actual construction were
completed. It is recognized as one of the greatest improvements which
resulted from integration committee action.

A less striking example of improving a production process is found
in the record of the Frangible Bullet Committee. The frangible bullet

mamfacturers were producers of special molded bullets which were used

165. Engel, Ordnance Ammnition Production, op. cit., p. 6.




in training airecraft pilots in the firing of machine guns. Frangible
bullets mist be so made that they perfarm ballistically as do regular
bullets over early parts of their trajectory, but disintegrate upon con~
tact with even slight solid resistance. They were used for actual firing
against aircraft in training, and they must be made so that they would
not damage the airecraft which they hit. The manufacture of such bullets
was new and unique, and the mamifacturers had to do much of their own
development work. The integration committee formed for the mamfactire
of frangible bullets focused carefully upon the more serious problems
confronting the industry, with favorable results.
An outstanding example of the accomplishments of the

(frangible bullet) integration committee was the contribution

of the Pal Tool Company to the industry by redesigning original

molds. These redesigned molds are capabge of producing forty

bullets per pound of basic mix, improving the efficiency over

orizinal molds by approximately 100 per cent.1l66/

Handling Engineering Changes

The centralized information possessed by the integration committes,
together with the ready availability to it of expert engineering: and pro-
duction minds, made it an ideal agency to examine the suggestions far
change offered by the various manufacturers. A suggestion that had been
received and studied by a canmittee, and subsequently was forwarded for
formal approval by the Ordnance Degpartment, was only very rarely disap-
proved, However, because an engineering change would normally affect
the basic contract between the individual mamufacturer and the Ordnance

166, C. E. Herschel, History of the Thl Frangible Bullet Industry
Igtegration Committee, Mss., p. 10. (Dated June 7, 1945). On file in
Historical Section, Office of the Chief of Ordnance.




contracting officer, no such change could be considered official until
it was transmitted to the individual mamufacturer by the contracting of-
ficer. Such a formalized procedure could mean a loss of time in effecting
a change, and accordingly it was a common practice for committees to fur-
nish their members with advance information to the effect that a proposed
change was approved. Such advance information, however, was required to
contain the following statement: "This advice is furnished to you at
this time only as a matter of information, inasmuch as your camiract re-
quires a written change order from your contracting oi’ficer".lé? On
the basis of this advance information the contractor could act with almost
complete safety, as the issuance of a change order by the contracting of-
ficer in such circumstances was routine,.

At times the whole production process for an item was examined by
a committee with the intent of viewing the comparative practices on an
industry-wide basis and seeing where possible irprovements could be made,
Far example, in the pistol industry

A comparative time study list, showing estimated or actual

time studies and machine tools used on each operation of ten of

the major pistol components at each facility was prepared., This

comparative list was of considerable help in reaching maximum

efficiency of operation and in studying advantages of re-engineer-
ing slow operations.l68/

The Problem of Inspection Standards

With different manufacturers scattered throughout the nation

manufacturing the same item, and with contracts for the same item being

167. Ordnance Procurement Instructions 56, paragraph 56,21lL.l.

168, Foss, Pistol Integration Committee, op. cit., p. 10.
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let through different contracting officers, it was inevitable that great

problems would arise concerning the proper standards for acceptance of

a given finished product. A complete assembly, such as a 105 millimeter

howitzer with its recoil system and carriage, consists of hundreds of

parts, a great percentage of which are made to fairly close tolerances

and specifications. It was a responsibility of the contracting officer

to make certain that the covernment received what it was paying far, and

therefore acceptance of items required very careful final inspection.

The Ordnance Districts, as the agencies from which contracts issued, there-

fore maintained elaborate inspection staffs fa the purpose of accepting

or rejecting the output of the various contractors. Though there was

liaison and cooperation between the various districts, and though there

was central direction from Washingbon, in practice each district had con-

siderable latitude in determining what items would pass as acceptable,

and what ones would not. In a production effart so vast and complex, there

could be no absolute right and absolute wrong with regard to acceptance of

a given item. In fact, "there were many instances where parts accepted

and borb-stamped (i. e. stamped with the Army Ordnance symbol of a flaming

bomb) in one District were rejected by an inspector in another District® 169/
The variation in inspection requirements set up by the different Ord-

nance districts posed very serious problems for the manufacturers. Camplete

interchangeability of parts was expected for finished items, and slight

differences in permitted tolerances were often sufficient to defeat inter-

changeability.

169. Cline, History of Field Howitzer Committee, op. cit., p. lh.




Undoubtedly, the weakest link in the integration chaln was
that of different inspection standards in different areas. Be-
cause of differences of opinion in the various Ordnm ce Districts
as to which deviations from drawings and specifications were of
a minor nature and which were major emough to warrant rejection,
companies often became tangled up in Ordnance inspection arguments
when parts were moved from one area to another, either on a loan
basis or on a sale of surplus parts available from contract termin-

ations.170/

When confronted with an instance in which the Ordnance inspectors of
different districts had not agreed on the acceptable standards for an
item, the individual manufacturer was relatively helpless. However, the
existence of the variations in standards did not indicate a lack of co-
ordination on the part of the inspectors so much as it indicated how ex-
tremely complex the finished item might be. For example, in the manu-
facture of parts for artillery pieces, great difficulty arises in attemp-
tirg to set up rigid standards by which a part may be accepted or rejec-
ted.

A breech block, for example, has so many different machining
and heat treating operations that inevitably there are numerous
small errors of negligible importance plus same of more important
nature occuring in each lot of blocks mamifactured. There are so
many variables, such as nurnber of errors, degree, and combinatlons
possible that a given inspector generally used his own judgment in
rejecting a part or insisting that it be repaired, and only oocasion-
ally did he reduce the errors on each part to writing for submis-
sion to higher autharity.l7l/

Coupled with the extreme difficulty of establishing fixed standards
for intricate, complex assemblies manufactured to close tolerances was
the fact that unnecessary rejections of items in process aggravated the

already criticel munitions production situation. A rejected item re-

170, Ibid.
171 L] Ibid ®
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presented wasted material, wasted machine tool time » wasted skilled labor
time, and made more involved and difficult the meeting of a production
schedule for the particular time period involved, If the case far re-
jection was not obvious, the manufacturer felt himself the vietim of
govermment stupidity and red tape, and enough instances of abuses of both
types occurred so that he could cite examples of what he believed was
happenirg.

Here was a highly sensitive problem, and though its complexity was
so great that no final and camplete solution could be found, again the
integration committee proved to be a useful device for improving the situ=-
ation. As a clearing house for its members! manufacturing problems, it
very quickly was made aware of apparent shortcomings and inconsistencies
in inspection standards. As a centralizing and directing farce for the
technical knowledge and production engineering skill of the members, it
could assembge and present with great effectiveness significant and well
supported arguments against alleged abuses and in favor of apparent reme-
dies. In additidén, by their very nature, the committees were ideally de-
signed to seek out such things as variations in standards and specifications
and to focus their energies upon improving the sitvation. It was exactly
the type of problem for which "industfial know-how" had been enlisted to
help the government, and the committees were able to quickly prepare ef-
fective cases for submission to the amthorities who possessed the power
to correct the situation.

At the time the first committees were being formed, the problem of

variation in inspection standards was foreseen, and a so-called "key in-




spector" was provided.

The Ordnance inspectors are furnished to industry by the
Districts. When a committee is formed, the best fitted and most
experienced inspector for the item covered by the committee
should be assigned to the manufacturer at which the committee
office 1s located, and he should be appointed key inspector for
the item concerned. Inspection procedure concerning standards
of interpretation of drawings, specifications, standards of
finish, the use of gages, etc., should be integrated through
the key inspector, under the control of the committee Ordnance
officer. Inspection problems outside the limits of the drawings
and specifications should be handled through the commitiee Ordnance
officer and the District.l72/

It is apparent that the committee would first appeal to the Key In-
spector in cases where inconsistencies appeared to exist in the standards
of inspection. However, the Key Inspector was handicapped by the fact
that the resident inspectors at each plant were employees of the Ordnance
District in which the plant was located, and the Key Inspector had no
direct authority over them, In practice, the recommendation of a Key In-
spector to the appropriate Chief Inspector of a District in a case of this
xind was almost invariably accepted and put into effect throush the resi-
dent inspectars. However, the fact that the Key Inspector did not have
authority to require technical problems of this type to be referred to
him, or have power to dispose of them when they were referred to him in
practice, greatly reduced his effectiveness. One of the major integration
committees, in reviewing this involved situation and its adverse effects,
proposed the following solution:

A high caliber Key Inspector should be appointed to super-
vise all resident inspectors from a purely technical standpoint

for a given major item such as a 105 millimeter howitzer. Under such
a plan, a resident inspector and his staff would be under a Dis-

172. Ordnance Procurement Instructions 56, paragraph 56,118.1.
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trict Office as befare for all administrative functions and rou-
tine duties in connection with his job. However, the Xey In-
spector who had specialized on inspection of the major items
concerned would set the stanmdards of inspection to be main-
tained at each plant far that item and the resident inspectors
would submit all technical questions to this specialized Xey
Inspector for his decision rather than to a Chief Inspecta in
a District Office. The Key Inspector, rather than a District
Office, would, in turn, submit to the Engineering Branch {of
the Office of the Chief of Ordnance) those cases which required
decision of higher authority.l73/

Some Typical Improvements

The mere listing of individual instances in which changes in pro-
cesses and meithods resulting from integration made possible increased
production would be a vast endeavor, and would serve only to emphasize
the extreme range and versatility of such achievements. However, the
listing of a few typical cases is appropriate so that the nature of these
caanges can be appreciated,

One of the most serious bottlenecks in a progfam for the expansion
of munitions production is the fact that forging capacity is relatively
fixed. Investment in the heavy type of forging equipment that is re-
quired far certain parts of tanks, gun tubes, breech rings and similar
items requiring great strength is not usually undertalen lightly by pri-
vate industry, and the time-lag in bringing such capacity into existence
is great even when it has been determined that the investment will be
made. At the beginning of World War II it was very cormon for Ordnance
drawings and specifications to require forged parts because it had been
customary, prior to that time, to use forgings where strength was re-
quired. The result was a flood of demands for forgings from all directions,

173. Cline, History of Field Howitzer Committee, op. cit., p. 1.
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and the capacity available had to be very carefully scheduled, and the
output allocated with extreme forethought. Even then, however, there
were great gaps between the requirements for forgings and the pro-
duction that was possible,

The Miscellaneous Cannon Committee, facing this problem of scaree
forging capacity, attempted to find substitute mt.hods for produecing one
of the heavy forged parts it required in the production of the 57 milli-
metar gun -- the breech ring. Experimentation was undertaken by the Ohio
Steel Casting Company, the American Type Founders, Inc., and Watervliet
Arsenal to determine whether or not it would be possible to produce
breech rings by a steel casting process. This effort, stimulated by
the integration committee, was successful, and the majority of breech
rings for the 57 millimeter gun were made by the casting process as a
result of this work.ﬂ,'-‘/ Not only was the demand for forging capacity re-
duced by this achievement, but the castings were simpler to get in fin-
ished form than the forgings, "which resulted in a considerable saving
in money due to a reduction in machine hours and the use of fewer
machine tools"® .3-15/

With regard to the forging problem, an early charge had been to
make the tubes for 60 and 81 millimeter mortars from seamless steel
tubing, rather than attempt to obtain forgings. However, "by January,
1943, it had become apparent that the entire output of seamless steel
tubing would probably be completely allocated to aircraft work" ,1'1-6-/ and

17L. Activities of Miscellaneous Cannon Committee, op. cit., p. 8.

175. Ibid.
176. Ibido, po 60
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the Office of the Chief of Ordnamnce instructed the mortar producers, who
were members of the Miscellaneous Cannon Committee, to search for a suit-
able substitute method for making tubes. The result was a successful de-
velopment of the centrifugal casting method for producing mortar tubes,
thus relieving the demand far seamless tubing capacity.w

An attempt was made by the historian of the Pistol Committee to reduce
the work of the committee to a figure showing the additional pistols re-
sulting from committee activities.

The extent of integration of components, raw materials and

production equipment during the period from Septenber 1942 to
October 19L4); might be summarized as follows:

Item Number Exchanged Within Industry
Finished Components 1,970,000
Raw Materials 1,080,000 pounds
Cutting Tools 3,710

In addition to the above items, a considerable number of
gages, semi-finished components, machine tools, fixtures and mis-
cellaneous production aids such as target equipment, packaging
supplies, lubricants, etc. were exchanged.

If it is assumed, purely for purposes of analysis, that fin-
ished components and raw materials transferred were equally dis-
tributed among the components of the pistol, it will be evident
that the number of components transferred would permit the assem-
bly of 37,200 pistols, and that the weight of raw materials trans-
ferred would permit the manufacture of 85,800 pistols. However,
the assumption that transfers were evenly distributed anong all
components is not valid, thus the effect on total pistol production
was much greater than that noted. Many, marny times during the life
of the Committee, production was maintained at one or more facili-
ties through the timely arrival of sufficient quantities of criti-
cally needed components, raw materials or production equipment.178/

177. Ibid.
178, Foss, Pistol Integration Committee, op. cit., pp. 13-1);.




Restrictions on Cooperation

The type of cooperation which made possible the production increases
jndicated above, and which was so widely practiced by the committees,
was little known in pre-war American industry. This was true because
of the tradition of antitrust actions and legislation, and also because
of the restrictions imposed on committee activitles by the rezgulations
of the Army Ordnance Department. They were permitted to cooperate only
within ecertain limits, and to exchange only certain types of comparative
information. The types of information which they were forbidden to ex-
change were the very types which would be expected to be of primary in-
terest if no restrictions had been imposed. For example, direct dis-
cussions of costs were not normally permitted, and the improvenments in
production methods which resulted in lower costs usually resulted fram
exchanges of other types of data. In one specific case, "while the com-
mittee refrained from any discussions on costs with the various manu-
facturers, it did compare worker hour data in many instances. Such com-
parisons were a means of bringing about changes in manufacturing methods
which resulted in cost reduction'179/

The probability that certaln of the committes members did not co-
operate fully and campletely in the integration program has been suggested
above .18_0/ However, evidences of any deliberate withholding of infarmation,

or of resistance, either active or passive, to the coomittee program is

179. W. A. Davidson, History of the Mp Director Industry Integra-
tion Committee, Mss., c19L5, p. E. On file in Historical Section, Office

of the Chief of Ordnance.

180. See, for example, citation 132, this study.
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apparently very difficult to uncover.

On the other hand, there have been mumerous enthusiastic declar-
ations by officials of the participating companies which indicate that
both the giving and receiving of assistance was achieved on a wide scale,
with resulting great value for the defense production program as a whole.
A letter from the Vice President of one of the particlpating companies

reads in part as follows:

From the standpoint of Scovill Manufacturing Company, there
has been no restriction on the interchange of ideas, tool design,
bills of material, and the intimate knowledge of knowing how to
fabricate successfully a product. All the little secrets and
tricks of the trade which have come fram an intimate knowledge of
fabricating and manufacturing have been given without restraint
in the sole interest of expediting the prosecution of the war.181/

Writing in a similar vein, but referring to the participation of all mem-
bers of a committee, another Vice President declares:

We know of no better way of conveying to new-comers the
"know-how" than that of discussirg the various problems with those
already in operation and the exchange of imnvitations for plant
visitation which has been done freely in the interest of helping

the war effort.

I have also noticed that this spirit has gone even further
in that normal itrade secrets and confidential developments were
tossed on the table and freely exchanged in the interest of going
all out to help each other "deliver the goods",182/

An army officer familiar through direct experience with the oper-
ation of one of the important cannon committees had this to say regarding

181. B, P, Hyde, Vice President, Scovill Manufacturing Company,
Waterbury, Conn., to General R, E. Hardy, Office of the Chief of Ordnance,
letter dated June 22, 1945. On file in Historical Section, Office of the

Chief of Ordnance.

182. W. J. During, Vice President and General Manager, Precision

Castings Company, Incl, Syracuse, N. Y., to General R, E, Hardy, The
Pentagon, Washington, D. C., letter dated June 27, 1945. On file in
Historical Section, Office of the Chief of Ordnance.
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their functioning:
It has brought the member facilities into a more harmoni-

ous and homogeneous body where the probgems of one were at least

appreciated by another and where the "Joe, I need five gears faor

a few days == will you send them by Air Express?" spirit became

quite prevalent. Needless to sgy, this resulted in fine teanm-

work.183/

Commenting on the role of industry integration committees as viewed
from the perspective of a study which he made of the Ordnance Districts
in Industrial Mobilization, Mr. George F, Hobertson paid great tribute
to their effectiveness in increasing munitions producticn. He also ob-
served that through the integraticn cormittee system, "free exchange of

the hitherto secrets of production was made possible ard information on

processes and techniques pooled!!éé/

183, S. R. Bartnik, Historical Qutline =-- Artillery “ranch Integra-
tion Committee for Light Mobile Artillegzgcarriages, Mss., 2L April 1953,
P. 11. On file in Historic ection, Office of the Chief of Ordnance.

18L,. George F. Robertson, The Ordnance District in Industrial Mobi-

lization, Masters Thesis, Stanford Umiversity, p. 73. Copy on file in
Historical Section, Office of the Chief of Ordnance.




Chapter 8

Adaptation to Fluctuations in Requirements

In the two previous chapters of this section, we have examined some
of the direct methods used by industry integration committees to in-
crease production., We found that they were highly successful in im-
proving the utilization of productive resources, and in bettering the
methods and processes of mamifacturing. In the present chapter we will
consider cormittee activities which had as their objective the off-
setting of the ill effects upon production of the great amd sudden flue-
tuations in military requirements which are common in war,.

Requirements in a War Economy

The problem of producing for war is radically different from that
of producing for peace with regard to the accuracy with which demand or
"requirements® can bve estimated. The private mamifacturer or merchan-
dizer, in planning his future level of operation, can take advantage of
many time-tested standards, trends and yard-sticks which make possible a
fairly accurate estimate of demand in the immediate futvre. When demand
does change, very often the trend toward the change is clearly observable,
and it is frequently possible for the affected manufacturer or merchandi-
zer to modify his activities so that he can shift smoothly from one type

of operation to another.

The estimation of military requirements is a much more complex

125
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problem. The stardards and yard-sticks which have been developed on the
basis of past experience often do not meet the test of serving as guides
for the future. A simple example can be furnished by considering the
consumption of artillery ammunition by American artillerymen in World
War IT and in the Korean conflict. The firing of artillery amrmunition
has been an obvious source of demand in time of war for some centmries.
Experience with actual daily consumption of artillery ammunition in bat-
tle has been the lot of every generation in the history of the United
States, and the supply of ammunition has been a primary logistical pro-
btlem since the advent of the firearm. However, despite the extensive
histarical record, climaxed by the long and bitter experience of our
forces in World War II, and despite the fact that the consumption of
ammnition in World War II was exhaustively studied for the specific
purpose of obtaining a sounder basis far estimation of future ammunition
requirements, it was found that in the Korean action the estimates of
armunition consumption were completely erroneous. As recently as Decem-
ber, 1952, the newspapers were full of an alleged shortage of armunition,
and the visit of President-elect Eisenhower to Korea at that time had the
effect of causing a very close scrutiny of ammnition supplies and usage
in the Korean fighting. It was shown that the ampmnition supply was
"rationed" in the sense that only a certain number of rounds could be
fired daily per weapon. However, it was also found that rates of utili-

zation were much higher in Korea than they had ever been belore in the

history of war. The artillerymen were not getting all they wanted to
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fire, but they were getting more to fire than any previous artillerymen
had received..:!-§5/

Factors Affecting Requirements

The great elasticity of demand for many of the items used by the mili-
tary, in the sense that they often want "all they can get", is only one
of the variables in the problem. In discussing the difficulties of esti-
mating military requirements, Professor G. A, Lincoln of the United States

Military Academy lists six specific factors which may result in very wide

changes in them:
Degree of mobilization of a potential enemy.
Iocation and capabilities of a possible aggressor's allies.

Capabilities (military, ecoromic and political) and location
of our allies. It is conceivable that increased strength through
allies brings potential increase in military requirements, rather

than decreases.

Changes in military techniques -- atomic weapons being the
obvious, ard favorite, example.

Shifts among types of forces because of changes in tech-
niquesj allies, for economy of force, or other reasons.

Changes in strategic plan, by which any one of the causes
mentioned above should be reflected, preliminary to review and
recomputation of requirements. The judgments and shifts in
general statements of military strategy can be made in a rela-
tively short time. The consequent shifts in detailed require-
ments and in such related operations as training, organization,
procurement and production are time-consuming and complicated.186/

185. C. J. V. Murphy, "The Pentagon and the Korean Shell Shortage",
Fortune, March 1953, pe. 93.

186. G. A. Lincoln, "Planning Military Requirements"™, Papers and
Proceedings, American Economic Review, May, 1952, pp. L51-L572.
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The impact of changes resulting from any one of the above factors
on the industrial structure supporting the runitions production effort
may be readily imagined. Broad changes in a strategic sense -- such as
a decision to prepare to fight in a desert or arctic area rather than
a temperate one, or to strees air power and deemphasize laml power --
can be swiftly made at the top level, However, to a procuring agency
dealing with a mamufacturer of a particular item the broad change may
nean termination or radical modification of a contract, sudden creation
of surplus tools and materials, sudden unemployment of a labor farce,
and similar related problems. In World War II the decision to cancel out
the planned use of diesel-powered tanks led to a large-scale cancellation
of contracts for diesel tank engines and spare parts in the summer of
1942, at a time when there was a clearly recognized, critical need far
tanks.lg’ﬂ A contract termination at such a time meant confusion and
"hack-tracking" when all emphasis was toward getting greater tank pro-
duction more quickly and efficiently.

In comenting on the extreme changes to which Ordnance requirements
were subject in World War II, the Chief of Ordnance in that war declares:

The simple fact was that the war had to be fought in all

parts of the world, over all sorts of terrain, in rapidly shif-

ting theaters, and under the most adverse climatic conditions.

Technological changes came rapidly and often, amd combat experi-
ence with weapons, ammuniticn, tanks, vehicles, and other materi-

187. Diesel-powered tanks were not produced by the United States for
the use of American troops, apparently because of estimated requirements
of the naval vessels for fuel oil -- in any event, oil was earmarked for
the Navy and not far the use of tanks. However, the United States did
produce some tanks with diesel engines for shipment to Russia. See Camp-
bell, Industry-Ordnance Team, op. cit., p. 22,
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al made frequent changes in procurement and production imperative..188/

At best, disruption of one type of production process and the intro-
duction of another must create serious complications at the plant level
where the change is mdde. The best that can be hoped for is a transition
with minimum loss of time and expenditure or idleness of resources. Such
a transition can only be hoped for where there is extensive and accurate
knowledze available regarding the plants producing the affected item —-
knowledge of their equipment capabilities, materials supplies, work in pro-
cess, finished items on hand, and other data that would be pertinent to
closing out one type of production and embarking on another. Such a
source of centralized information was furnished by the integration com-
nittee,

Vhen changes in production requirements, either an increase

or decrease, were contemplated, the Ordnance Office usually obtained

from the Ordnance Representative (on the integration committee) ad-

vice on application of the changed requirements to production sche-

dules in member plants. The committee was in a position to know

which companies could produce how much more, and what effect re-

duced schedules would have on each manufacturer. The cormittee

headquarters had its hand on the pulse of the industry and usual-
ly kmew the personal feelings of the industry members about the

program.189/
Assisting with Schedule Changes

In addition to acting as a collecting point for industry information,
the mutual association of the members as they engaged in committee acti-
vities enabled all to gain a better understanding of what their fellows

ere doing. Changes in production methods, and in schedules, were of vital

138, Ibid., p. 398.

139. Gerstacker, Mobile Carriage Recoil Mechanism Committee, op. cit.,
p. 11.
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interest to all concerned, and were discussed accordingly. In many in-
stances, the commitiees were given an opportunity to discuss proposed
actions of the Ordnance Department with regard to future plans and sche-
dules, and could make recommendations concerning them.

The comittee organization increased the manufacturer's
confidence in Ordnance Depar tment plamning and schedule changes,
even when drastic, because all such activities were thrown open to
prior discussion among the company representatives., The reasoming
behind cutbacks or increases was translated into the vocabulary
and thought of the manufacturer and the stigma of government red
tape or rumors of haphazard planning avoided.l190/

By acting as a central point for information concerning the production
of a particular militery item, the committee was able to present a current
Ficture of the situation regarding that item on short notice at any time.
This meant that production schedules could be apportioned among the vari-
ous producers with careful regard to the cwrrent situation at each plant.
Where a producer seemed bogged down with the problem of meeting his pre-
sent schedule, he could be dropped from consideration for aproposed in-
crease, Where a producer was readily meeting his schedule, an estimate
could bte prepared very quickly as to how much of an additional load he
could be expected to assume, This analysis of capabilities was also use-
ful when reduction in the over-all schedule was necessary. Reductions
could be placed with the plant which, for me reasm or another, might
desire it, or if circumstances were such that no manufacturer was actu-
ally interested in cuwrtailing his production, the cutback could be placed
where the shift to other production appeared easiest, or where the dis-

placement of labor could be most easily absorbed by other industry in the

190, F. O, Chase, Histaorical Outline of the 37 millimeter Tank amd

Anti-Tank Gun Industry Integration Committee, Mss. dated July, 19L3, p. 11l.
" file in Historical Section, Office of the Chief of Ordnamce.
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area, An instance of the working of this system may be noted in the con-
trol of scheduling for the howitzer industry.

Production of howitzers during 1943 was controlled by a
system of master scheduling inaugurated late in 1942 whereby sche-
dules for each facility were set at the beginning of each month
by the Office, Chief of Ordnmce. These schedules were set after
receiving recommendations fran the committee and District Offices
as to production capacity from each facility foar the coming month
and balancing this against Ordnance requirements considering also
the carriage, recoil and fire control predicted deliveries. The
howitzer producers were able to plan on fairly definite schedules
durin; this year. Any changes in the requirements were spread
over several months so that there was a gradual acceleratlon or
deceleration in production.l91/

Where a sudden increasé in the production requirement far an item
was made as a result of action on the fighting fronts, the desire of the
Ordnance Depar tment was, of course, to provide the additional production
as soon as possible. Any time laz in such a matter was serious, and all
efforts centered on reducing the time lag as rmch as possible. The use-
fulness of the integration committee was made evident in a situation of
this type which arose toward the end of World War II.

In the latter part of 194l when, due to the fortunes of war,
it became necessary to substantially accelerate the trench mor-
tar program, the Indusiry Committee, with its background of ex-
perience, demonstrated its real value.

A meeting of the Industry Committee was called in York, Penn-
sylvania, which was attended by responsible personnel of all trench
nortar mmufacturers and important subcontractars. (ieeee) The
whole problem incident to the accelerated program was discussed
and clearly defined, and each mmufacturer obligated himself to
take his responsibility toward meeting the army needs and in the
shortest possible time.

Additional meetings were held at regular intervals to check

191, Cline, History of Field Howitzer Committes, op. cit., p. 8.
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progress, and the results of these meetings speak far
themselves, in that we met the reeds of Army Ordnance
and on time.l1l92/

Apportioning Schedule Reductions

When a production program changed as a result of a modification in the
item produced, the changeover could, in some cases, serve as the occasion
for a producer to leave the field. Again, the committee, by possessing
accurate knowledge concerning the status and potential of each of its mem-
ber manufacturers, was able to correctly estimate the scope of operations
necessary to meet proposed future requirements, and could discuss the ap-
portioning of schedules in open committee meetings. An exampk of such a
situvation occurred in the primerl9._3/ industry in 1943, when it was deter-
mined that certain primers would not any longer be ma'.e of brass, but that
steel would be used instead. At a meeting of the Primer Integration Com-
mittee in March, 1943, the assistant chairman announced the impending
change in the material of which primers were to be made in the futmre,
and then indicated that member mamufacturers would be given an opportuni-
ty to express their desires with regard o further participation in the pro-
gram. He said: "We want to kmow if you want to change over to steel or
just finish up in brass and go out."l9_’4/ Each company represented at the

meeting was called upon to state its preference in the oven meeting, and

192. W. J. Fisher, President, A. B. Farquhar Company, York, Penn.,
to Brig. General G. M. Wells, Office of the Chief of Ordnance, letter dated
¥ay 8, 1945. On file in Historical Section, Office of the Chief of Ordnance.

193, A "primer" is the part of the propellant train in an artillery
complete round which sets off the main propelling charge.

19L. Minutes of Meeting of the Industry Integration Committee on
Primers. held at Mellon Institute, Pittsburgh, Pennsylvania, Yarca 15,
1953, pp. 131-132. On file in Historical Section, Office of the Chief of

Ordnamce.
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within a few minutes the entire industry responded, thus furnishéng sound
data upon which a:mew apportiomment of production schedules could be made.

One of the most upsetting circumstances which any industiry could be
called upon to meet was a sudden decrease in a production schedule. This
was especially true early in the war, when frequently a new contractor
had gone to great lengths to recruit a labor force and instill in it the
spirit of urgency and pat_riotism which resulted in high morale and zood
production records. To tell these people that the item they had been re-
peatedly urged to produce in greater quantities was suddenly not urgently
needed, or was even to be withdrawn from production, was a serious matter.

A typical occasion of this type arose in November, 1942, when require-
aments for the 75 millimeter M3 tank gun and the 3 inch M7 tank destroyer
gun were suddenly reduced because of a reduction in the Army Supply Pro-
gram, The problem of allocating the new and lower requirements among the
variois manufacturers was a delicate one, and was approached by calling
tozether the Artillery Branch chiefs of all the Ordnance Districtus, amd
having them consider the problem as a group with the integration committee.
In de’o\enn:‘_ning the necessary cancellations of contractsy and the new mro-
duction rates to be established, the group considered the following cri-
teria, as aprlied to each of the manufacturing facilities:

Minirmum use of materials.

Minimum nwiber of manhours as reflected in the unit price
of the gun.

The amount of capital the Goverrnment had invested in the plant.

The labor supply in the territary surrounding the plant.
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The extent of sub-contracting involved in each contract.
Engineering ability of the management.

The possible use of the facility for other war work.
The effect of the program on transportation.

The general all-round ability of the managerent.l195/

It can be seen that by properly applying such criteria, the adverse
effects of a cutback could be minimized, and the committee members could
feel that they had been granted a reasomable degree of consideration.

Even if no:cutback had been imposed upon an industry, it was often
asked to review its operations and determine whetler or not adequate use
was being made of the facilities and equipment which it possessed. It
was recognized that in the nurber of large-scale, rapidly-expanding pro-
orans for production of military items which were in progress, there were
many opportunities for individual mamufacturers to get more of some criti-
czl materials or equipment than they needed, or perhaps to have on hand
materials or tools used for mevious production contracts which had
since been corpleted. Programs for improved utillzation of resources
could be handled directly with committees, as in the case of a request
sent to the assistant chairman of an anti-aircraft gun canmittee by the
Office of the Chief of Ordnance.

A careful investigation should be made as promptly as pos=-
sible of the surplus equipment existing in your member plants

and recormendations concerning the transfer of equipmert of the

types and capacity shown should be made to this office as prompt-
ly as possible. In making this survey, it should be the intent

195. "Minutes of Heavy Tank Gun Industry Integration Cormittee
Meeting at Detroit Ordnance District November 10, 1942," as cited in
Historical Record, Heavy Tank Gun Integration Committee, Mss, dated
April 18 s 19E§, Commi ttee Meeting Section.
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that no idle machinery, not now required ir. the production of
artillery materiel, should be permitted to remain in a plant
when the need for such equipment is critical in other programs .196/

Disposal of Surplus

In addition to assisting in the redistribution of tools and materi-
als made excess by cutbacks, the committees were able to do very valvable
work in connection with the disposal of excess parts, materials, tools
and equipment resulting fram contract terminations. Numbers of letters
from comrittee members testify to the effectiveness of cormittee programs
of this sart. For example, a member of one of the ammunition committees

declared:

We feel that tle Integration Committee has done some very
valuable work in connection with the disposition of excess parts
and material in process involved in terminating contracts and
with respect to excesses in the industry due to cutbacks. 97/

Tn similar vein the War Production Historian far Oldsmobile Division,

Gereral Motors Corporation, stated that:

During cutbacks of schedules, and in cases wherein sane
facilities were being withdrawn from the picture, the Cormit-
tees were in position to handle excess parts and materials
economically through allocation. Such Committee work was also
effective during periods of fluctunating schedules.198/

The existence of the committee system also aided in solving problems

resulting from excesses because of the close relationships among committee

196, Colonel D, J. Martin, Office of the Chief of Ordnance, to Mr.
W. J. Squire, Assistant Chairman, 20 mm Anti-Aircraft Gun Committee, Ben-
dix Aviation Corporation, Elmira, New York, letter dated March 17, 19L3.
On file in Historical Section, Office of the Chief of Ordnance.

197. J. H. Chasmar, Manager, Military Productdon Division, Remington
Arms Company, Inc., Bridgeport, Conn., to General R, E. Hardy, Pentagon
Building, Washington, D.C., letter dated July 11, 1945. On file in Histori-
cal Section, Office of the Chief of Ordnance.

198. Gordon C. Eldredge, Report Relative to Ammnition Industry Inte-~

gration Committee, Oldsmobile Division, General Motors Cor,oration, Lansing,
Michigan, June, 19L5. On file in Historical Section, Office D. of O.
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members which the organization made possible. In commenting on the role
of the committees in disposing of excesses, an official of the Dura Divi-
sion, Detroit Harvester Company, wrote:
It would be our general feeling that economical disposi-

tion of excess parts and materials due to partial terminations

has been materially assisted by the committees and in some cases

by the better acquaintance of the various contractors with each

other.199/

Opinions such as those expressed above indicate clearly that in prac-
tice the integration committee was able to offset to same extent the im-
pact of flnctuations in schedules on the operations of member plants. At
the same time, the comittee was able to provide for the distribution of
much surplus equipment and material on a basis which would keep the items
in the war production stream. In each instance the committee was, of
cowrse, further carrying out the concept of "more and faster production™
in the sense that any decrease in degree of seriousness of the effect of

cutbacks on the industrial structure as a vhole was a gain from the point

of view of that structure.

199, MN. H. Preble, Dura Division, Detroit Harvester Company, Detroit,
to Office o the Chief of Ordnance, Washington, D.C., Attention Ammunition
Division, letter dated May 31, 1945. On file in Historical Section, Of-
fice of the Chief of Ordnance.




Chapter 9

The Industry-Ordnance Team

Mobilization plamning, in its widest sense, is the weld-
ing together of broad political, military, economic and psy-
chological factars, both nationally and internationally, based
on assumptions as to the most probable time and nature of fu-

ture war.200/

In the three preceding chapters of this section, we have examined
some of the accomplishments of industry intezration committees in action,
It was found that as a result of their activities substantial increases
in mmitions production proved possible. In this chapter we will con-
sider some of the difficulties of effective industrial mobilization
planning, and will indicate how integration committees can assis?i in
teeping industry sufficiently flexible and adaptable to meet the pro-

blems of mobilization.

Early Industrial Mobilization Planning

As was noted in the Introduction and in Chapter 2 of this study,
experience in World War I clearly indicated the need for industrial
mobilization planning as part of the necessary preparation for possible
war. However, it was not until 1931 that the first Industrial Mobiliza-
tion Plan was published. This was successively revised in 1933, 1936,
and 1939. The 1939 version, in its Introduction, contains the following

200. Legislative Reference Service of the Library of Congress,

Mobilimation Planring and the National Security (1950-1960), Senate Docu-
ment No. 204, 81lst Congress, 2d Session, Washington: Government Pringing
Office, 1950, p. 1.
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statement: "Since the actval executio~ of arny industrial mobilization
plan must be undertaken by civilian lea .ers, under condisions which
cannot be predicted exactly, the plan must be flexible in its pro-
visions."g_Q].-/ Though this statement indicates that the earlier mobili-
zation plans contemplated execution by civilian authorities, they wore
in no case of civilian origin.
Until the passage of the National Security Act of 1947,

mobilization planning was the function of the military. The

only officer of the Govermment specifically charged with this

function by law until 1947 was the Assistant Secretary of War--

a function actually performed by the career military service _2_0_2_/
Even though the military staff officers who prepared the mobilization
plans before World War II indicated that those plans were to be put into
effect through the proper civilian authorities, there was some distrust
regarding the extent to which the military would attempt to control the
economy if war came., It has long been considered a military character-
istic to act quickly, decisively and often drastically when the military
official in command determines that action is advisable. The contrast of
military meéthdéds with those which civilian authorities considered politi-
cally expedient was often sharpyg and the two positions were mot easily
reconciled. In fact, "civilian versus military control of any phase of
mobilization is a perennial argument and particularly so in the area of

mobilization planning" 2_Q3/ A post-war report of the Bureaun of the

201, War and Navy Departments, Industrial lMobilization Plan -- Re-
vision of 1939, Senate Document No. 13L, 76th Congress, 2d Session,
Washington: CGovermment Printing Office, 1939, p. 3.

202. Mobilization Plamning and National Security, op. cit., p. L2.

203. Tbid., p. hl.
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Budget contains the following corment:

As shown by the industrial mobilization plan, it was the
doctrine of the army that the military should take direct control
of all elements of the economy needed for war, once war was de-
clared. Under "total" war, this would include total control of
the Nation, its manpower, its facilities, its economy. Starting
with this simple and "logical'" concept, and being absolutely cer=
tain from 1939 on that war was coming, it was natural that the
generals and colonels and majors, even those drawn from civilian
life, were dissatisfied with the President's slow aoproach to war
mobilization and with his reliance upon civilian personnel in
all of the posts which were concerned with labor, industry, pub-
lic opinion, and the economy.20L/

Industrial Mobilization Control amxd the Military

During mobilization the early tendency for the military to obtain
control of important sectors of high power is very marked, even when such
authority is not spelled out in law or regulation. The business of the
military is war and preparation far war, and the stady of past war situ-
ations as a basis for intelligent futwre planning is basic as an area of
military interest. When war comes, military minds alone are accustomed
to thinking and planning in the highly artificial enviromment which is sud-
denly created. In addition, the military man has been trained to seek
power and responsibility, not to shun them or to assume them with reluc-
tance. War brings the sudden creation of wvastly powerful new agencies,
boards and other organizations at the same time that the peacetire econo-
mic structure is called upon to undertake immediate and extensive war pro-
duction responsibilities. The result is a great dearth of executive and

administrative talent in almost every field of activity, and the problem

204, The United States at War, Bureau of the Budget, Washington:
Government Printing Office, 19L6, p. 129.
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of recruiting suitable personnel becomes critical for even very highly
important govermment positions which are suddenly open. It is not sur-
prising that in these new areas, particularly in the fields concerned with
their specialities, it is common to find military personnel gravitating to
vositicns of high power. ®"Generally, the administration has had to fall back
on men in uni "orm because civilians either could not or would not serve, or
serve lonz enough, to do the job."zi;/

Need for a Permanent Mobilization Planning Agency

An important approach to this problem of control of the positions of
power in time of war has beesn that of increasing the mutual understanding
of the military and non-military with regard to each other's activities,
Since World War II there has been great effort made to keep established
many of the bonds that were forged during the heat of war. The recency of
that econflict, the vast scale of military oroduction for it with all of
the military-civilian relationships such production necessitated, and the
high level of military production that has existed since it ended have all
served to improve mutual understanding., Various organizations, such as the
American Ordnance Association, have continued to foster the maintenance and

improvement of such relationships as a raison d'etre, and have actively

stimulated intercourse between the two.

Surely, if war were to come in the near future, there would be a much
sounder basis for indvstrial mobilization than the nation has ever before
experienced becavse of this change in attitude and degree of interest. In

ad iition, many of the actual individrals who gained experience in World

205. Mobilization Planning and National Security, op. cit., p. Lh.




War II would be ready to serve again in a full scale mobilization occur-
ring in the near future. They constitute a great asset, but our mobili-
zation planning must be such that we can have proper forms of organization
and selected persommel ready for the mobilization job now and on into the
indefinite future. Mr. Baruch states that, "There should be a permanent
robilization agency, composed of civilians, capable of swiit expansion in
amy war emergency."g_o_é/ Such an expansion could only be attained by having
hichly capable individuals actually staffing the motilization agency, and
by having a very important part of their work consist of keeping lines

open to other capable executives to fill in around and below them in case
of war. A mobilization structure of pre-planned design, with the key spots
filled by individuals who knew in general what would be expecied of then
in time of war, would be a sounder basis on which to build the war pro-
diucticn program than that of eitner World War I or World War IX. The
non-regular members of the structure -~ namely the executives and admini-
strators earmarked for war time duty from non-govermiental fields =-- would
serve to keep the full-time planners from becoming stale. Their periodic
“art-time service with the mobilization rlanning agency would bring the
persnmective and vitality of their normal activities (as industkialists,
educators, etc.) to the mobilizati-n problen wiih beneficial resulus.

Manning the Permanent Agency

This problem of mainteining some sort of persornel structire for the

mobilization job is serious, and the desth to which individuals can be ear-

206. Bernard M. Baruch, "To Prevent War," Reader's Digest, Febru-
ary, 1950.
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marked for mobilization service poses serious questions. Perhaps ideally

it would be best to have a complete structure, down to the lowest production
worker, ready to switch from peacetime to wartime activities. Such being
obviously impractical, the question resolves itself into one of, "How far
down?" the planning should extend,

While there are many reasons why it would be desiratle to
maintzin a full corps of skills continuously, keeping them in
standby is not econonical and the problem becomes one of de-
ciding how the most security is to be obtained from limited ex-
penditures, Without a full stalf there is more than ever reason
for having the engineering and managerial levels capably staffed

with persons who know, plan and are ready to expand. Too much
carnot be said about the responsitility that rests on their shoul-

ders.207/

How can the nation mobilize industrially with the greatest speed and
efficiency? The planning agencies must solve the problens of personnel,
materials, and equipment for the production process, and in addition must
gcsure normal or above normal operation of the services which make modern
industrial operatioms possibge -~ traasportation, banking, etc. In the
cace of each military item, problems must be subject to quick solution from
the top planning level to the actual production lire in the plant. To the
extent that lack of knowledge exists between X vels, the decisions from
above may adversely affect the actions of those below, or those below may
be working at cross purposes witkh the intent of those above,

A workin;; system that will farestall such difficulties requires a

focussing of attention on all levels of the industrial mobilization pro-

207. J. D. Billingsley, E. S. Mathews, and A. H, Sweeney, Jr., The
Army Ordnance Arsenal System, thesis submitted for the corse in Mamu-
fzeturing, Harvard Graduate School of Businesc Administration, Sentember

15, 1947, p. 52.
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cess.

During World War II, skilled workers were in sharter supply
than unskilled, engineers were still more scarce and top management
leaders were practically non-existent. Would it not, therefore,
be wise to develop in peace those skills and tzlents that we know
will be needed and scarce in war, particularly when training of
these people will tend to reduce the peak war engineering lead
by getting some of it accomplished before war becomes imminent2208/

Any program which envisions the earmarking and training of individuals
for service during industrial mobilization, at whatever level, implies that
the plarning agency understands what is to be produced durinrg that mobili-
zation. In terms of the items of munitions, this is a critically diffi-
cult problem in itself, because the development of military items is high-
1y dynamic, Changes in design are the rule, and modifications of accepted
designs occur with great rapidity and in great nember. When the itenm is
standardized without change for a resonable length of time, the problem of
preparing for its production would not be serious.

If enough really skilled industrial engineers are available
and familiar with the product, they can break down the job into

semi-skilled and unskilled operations so that almost amy man or

woman can readily learn to do the majority of the jobs. This
means that while it will be possible in peace to avoid carrying
many unskilled on the payroll, it will be mandatory that the upper

levels be adequately manned.209/

The Problem of Modifications in Design

The usual case for a military item is that its design may be modified
or ertensively changed with considerable frequency. This is particularly
trve in the period since 19L0, and throughout World War IT modifications

and changes in design added greatly to the problems of production on both

208, Ibid., p. 52.
209, Ibid.




sides., For example, General Heinz Guderian, the "father of the German
Armored Force'", cites mumerous variations which German tank producers were
required to make in the late months of 1942.

In October (1942) tank production suffered further in favor
of production of assault guns: Panzer IVs (medium tanks) were
diverted to carrying the 75 millimeter L70 cannon and the Panthers
(medium-heavy tanks) the long 88 millimeter L71 (gun). Further-
more, LO to 60 heavy infantry guns were to be built on to Panzer
bodies. Hitler also talked of mounting mortars on Panzer IVs;
these were to have extra short barrels and be used as mine-throw-
ers. Interesting as all these new designs were, the actual re-
sult was simply a decrease in the production of the only useful
combat tank available to us at the time, the Panzer IV; and fur-
thermore it was only in this month that the production figures
for that tank reached the re-lly very modest total of 100.210/

It is intcresting to note that in 1942, when ‘he Germans were ha-ing
the confusing experience indicated above, the United States produced
10,947 light tanks and 13,7h6 medium tanks, for a yearly total of 2k,693.211/
The American experience indicated that high levels of production were
nossible despite a certain amount of disrumption because of modifications
and changes in design. Those in control of Germany apparently were unable
to settle on any design for a sufficient time to get substantial production,
though the combat situation demanded tanks in quantity. Commenting upon
some changes proposed for German tanks as a result of the fighting in and

around Stalingrad, Guderian writes:

There can be no doubt that the tanks available to us at that
time were not suitable for street fighting (this in late 19L2!);
on the other hand the correct solution for the problem was not
this constant modification to the design of tanks actually in
oroduction, with the resultant creation of countless variations

210, Heinz Guderian, Panzer leader, New York City: E. F. Dutton
and Company, 1952, p. 280.

211. Campbell, Industry-Ordnance Team, op. cit., p. 235.




to the ariginal type, each of which would need innumerable dif-
ferent spare parts. The repair of tanks in the field was being
made almost impossible.212/

As a practical matter, it appears that the most complex and difficult
items to produce are the ones mos+t subject to change. Though military
clothing, food and other such basic items of supply were the subject of
intensive research and development, changes in them did not so seriously
affect the rate of production as did, for example, changes in designs of
tanks or aireraft. Frequently the appearance of an enemy item in battle
could suddenly make obsolete all of the same class of equipment with which
it was intended to oppose the enemy. The German military establishment,
and the designers and indvstrialists which supported it, faced this situ-
ation when the performance of the Russian medium "3 tank was observed

in battle. Guderian writes:

A group of responsible designers, industrialists and officers
of the Army Ordnance Office visited my Panzer Army in November,
1941, with the object of studying at first hand our recent combat
experience when fighting the superior Russian tank, the T34, and
of deciding what measures should be taken to help us regain tech-
nical supremacy over the Russians. The officers at the front were
of the opinion that the T3l should simoly be copied, since tiis
would be the quickest way of prtting to rights the most unhappy
situation of the German Panzer troops; but the designers could
not agree to this.21§/

Industry Must be Flexible and Adaptable

Adaptability and flexibility of the war-supporting indusirial system
can only be achieved by very close coordination and cooperation betwecn

Government and private industry, because in recent times the overwhelmin:

212, Guderian, Panzer leader, op. cit., p. 230.

213. Ipid., 276.
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proportion of munitions has been produced by private manufacturers.

During every war since 1360 in which the United States has
been engaged, American civilian industry has played an ever-in-
creasing role in the manufacture of munitions. is increasing-
ly important role played by industry has been dve first to the
ability of industry to supply such material by virtue of its
state of evolution and growth, and secondly to the increased
variety, quantity and requirements of munitions by modern war-
fare, Government owned arsenals were once the chief supplier
of munitions required by our armed forces, but by World ar
II the requirement was so great that Government owned arsenals
were able to produce less than 1% of the total demand. The
remainder of the burden fell upon the capable shoulders of

American Industry.21/

In practical terms, coorcdination and cooperation between government
and industry in planning for war production must be reflected in tangible
contractral relations leading to actual production on an educational order

basis, or by making industry responsible for the production of peacétine

rejquirements of the armed forces.

Ind 'stry shouvld carry the bulk of the production load in peace-
time as well as in wartime. 'ith regard to rcsearch, development,
and industPial and production engineering, Ind:stry should carry
as rmuch o7 this load as is practicable from the point of view of
their willi-gness and the reasonableness of cost.215/

Industry Responsible for Production

This concept of industry as the responsible azent for war production
was defined in an Order of the Chief of Ordnance dated July 18, 1947, which

outlined the missicn of an arscnal. This order read in part:

An arsenal is an Ordnance manufactioring plant where every
effort is made to devise ways and ieans wherecby any item assigned
to it can be instantly transferred to industry for wass prod-ction.
An arsenal is not a mass production center; it's a job shop. It
mst do everything possible to have all necessary production data

21!, Billingsley, *lathews and Sweeney, Ordnance Arsenal Systen, op.

cit., p. 12.
215. Ibid., p. 75.
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available for the commercial marmufacturers who in time of war

will mass ppoduce. (e....) In arder to accomplish its pro-

duction mission, each arsenal must work closely with mass pro-

ducers (industry) and incorporate into its plans and plants the

best of industry's ideas.216/

This clear statement of policy to the effect that arsenals were not
to ve considered as an important source of munitions production was a
substantial departure from their historical role. Although in both World
Wars, and particularly World War II, the relative importance of their
production as compared to civilian industrial production was not great,
they had trzditianally been considered as important sources of munitions
for war. This new announced policy clearly placed upon industry the full
responsibility for large-scale munitions production. Under such a policy
the role of the Ordnance Carps becomes solely one of planning, guidance
and coordination, with the planning and guidance activities based on
development work. Upon Ordnance rests the responsibility for intelligent-
ly visualizing what is required, preparing a prototype, making the initial
production engineering studies required as a basis for mass production of
the item, and arranging far tools, gages and materials for its early rmanu-
facture. Private industry must operate the actual mass production facili-
ties, improving them as new knowledze is gained, and fulfilling the pro-
duction schedules allocated by the Ordnance Corps.

In addition, industry can help at various intermediate stages by
performing development work under special contracts as subordinate parts

of major developmental projects undertaken by Ordnance. For example, in

a contemplated new design for a tank industry might be given a contract

216. Ibid., p. 99. The citation is from Ordnance Department Order
Hurber 30-L7, 18 July 1947, Office of the Chief of Ordnance, Washington,
C

D. C.
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far development of a part of the proposed tank system, such as the sus-
pension or traction elements. Research and development projects are quite
commonly farmed out in this maammer as part of post-World War II procure-
nent, and indicate that induvstry can normally be expected to participate
in both the development and ultimate mass production stages of an item.

Integration Committees Needed for Effective Program

With policy so clearly indicated by stated regulation and by con-
tractual practice, industry's contemplated role in industrial mobiliza-
tion can be readily visualized. With acceptance of the idea of industrial
participation in this manner and on this scale, the problem becores one
of making that participation as effective as possible. The close relation-
ships of industry and government in the process require that devices and
procedures for cooperation and liaison be in existence, and in practical
operation, for proper effectiveness.

A highly suitable device for the estsblishment and maintenance of the
required relationships would be the retention of the industry integra-
tion cormittee concept into peacetime mobilization planning. The conm-
mittees, by definition, would interest themselves deeply in a single im-
portant military item. They would study its design with the intent of
makinz it more producible; they would lay out production engineering pro-
cedures enbodyins their ideas; they would produce small lots on an edu-
cational order basis. Meeting with one another for the specific purpose
of naintaining and improving an ability to go into significant production
of the item on fairly short notice, they would remain clearly aware of the

fact that their responsibility was narrow, clearcut and important in the
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sense of actually leadingz to immediate production of a required mili-
tary iten.

Above the committee, and reaching to the highest levels of power and
authority, would necessarily be the structure that established require-
ments, allocated materials, considered the use of manpower and other re-
cources on a national basis, and generally controlled the pattern of in-
dustrial mobilization from the top. The integration committee, with its
intensive knowledge of its needs in the tool, raw material, manpower and
facilities fields, would be an ideal source of information for the top
plarning and controlling agencies. Though requirements in the sense of
changes in schedules might fluctuate because of factors not under the
control of the planning authorities, the ability to interpret changes in
requirements in terms of tools, materials, and manpower would be ever-
present with the committee system in effect. Committees, organized for
produc tion of specific items, and intimately familiar with the production
of that item through experience, would be much more sure of their needs
than ine:perienced producers newly entering a field of production. There
would be rmuch less hoarding, and much less over-staffing and over-supplying
because there would be much less pressure of uncertainty. The natural
tendency to get more than enouzh, when in isnorance of what a proper amount
is, would be greatly modified,

Tn addition, the association of the governient, as represented in
this case by Army Ordnance officers dealing with the committees, with in-
dustry, as represented by committee members, would of necessity be a live

and real relationship. Through the peacétime period tre two would work
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together on a specific type of problem, and even though the scale was
limited when compared to actual wartime production, the association of
the two with each other, and with the product, would create a familiari=-
ty that would permit an easy and natural transition to a full-scale pro-
duction basis. The period of adjustment to the problems of war pro-
duction could be greatly eased and shortened at the actual production
level, because those who were actually going to do the job would know

what the jobt entailed, and would be able to judge what would be needed

to do it.




SECTION IIT

ECONOHIC ORGANIZATION AND THE INDUSTRY INTEGRATION COMMITTEES
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Chapter 10

Outlining the Sphere of Action of Committees

In the nine chapters of the two preceding sections we have exarined
the formation of industry integration cormittees, and noted some of their
accomplishments in operation. The present chapter will be devoted to
defining the area in which the committees may properly function, as de-
lineated by the various regulations anc instructions which grew out of
experience in World War II and more recently in the Korean conflict.

The Acztomotive Council for War Production

The cooperation of manufacturers in the war effort was displayed at
various levels in the industrial economy during World War II. The Chair-
man of the Wer Production Board emphasizes the sinificance of such top-
level organizations as the Automotive Council for War Production, which
was made up of the major manufacturers in the automotive industry, and
quotes !r. Alvan Macauley, Chairman of the Board of the Packard Motor Car
Corporation, and President of the Automotive Council for War Production,
a2s follows:

The Council established a pattern of industrial teamwork

for victory. Its purpose was the fostering of complete inter-

change of mass-production information, time-saving techniques,

product improvements, tooling shartcuts and developments.
(.e...) Brought together on mutuval problems, one-time
competitors quickly discovered that they could plan together and

work together. And immediately after the first service func-
tions began to operate smoothly, a big step toward even closer

152
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collaboration was taken in the organization of committees

through which an actual sharing of productive "know how"

could take place.217/

The committees to which Hr. Macauley refers as the ones in which
an "active sharing of productive know how" took place were, of course,
the Army Ordnance industry integration committees. They were the
working level committees where specific things could be done zbout
specific production problems. Though the organizations above' them,
suek as the Automotive Council for War Production, had significant
functions to perform with regard to the "big picture", some device
such as the industry integration committee was required to highlight,
focus upon and solve problems involving specific items at the produc-
tion line level.

Integration Committees and the Korean Conflict

In Section I above the formulation of the industry integration com-
mittees of World War II was discussed. The success of the device in that
war was fresh in the minds of many of the individuals -- whether associ-
ated with the military, with govermmental civilian service, or with ci=-
vilian industry -- who were confronted with the problem of mobilizing
industrially far the problems resulting from the situation in Korea
which began in June, 1950.

The Defense Production Act of 1950, as amended by the Defense Pro-
duction Act Amendments of 1951, furnished a legal basis for the cooper-
ation of mamufacturers in the new emergency. This Act provides:

a) The President is authorized to cansult with repre-
sentatives of industry, business, financing, agficultire,

217. Nelson, Arsenal of Democracy, op. cit., p. 228.
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labor, and other interests, with a view to encouraging the
making by such persons, with the approval by the President,
of voluntary agreements and prozrams to further the objec-
tives of this Act.

b) No act or ommission to act pursuant to this Act
which occurs while this Act is in effect, if request=d by tae
President pursuant to a voluntary agreement or program ap-
proved under subsection (a) and found by the President to be
in the public interest as contributing to the national defense
shall be constirued to be within the prohibition of the anti-
trust laws or the Federal Trade Commission Act of the United
States. A copy of each such request intended to be within the
coverage of this section, and any modification or withdrawal
thereof, shall be furnished to the Attorney General and the
chairman of the Federal Trade Commission when made, and it
shall be published in the Federal Register unless publica-
tion thereof would, in the opinion of the President, endan-
ger the national security.

¢) The authority granted in Subsection (b) shall be
delegated only (1) to officials who shall for the purpose
of such delegation be required to be appointed by the Presi-
dent by and with advice and consent of the Senate, unless
otherwise required to be so a»vointed, and (2) upon the can-
dition that such officials consult with the Attorney General
and with the chairman of the Federal Trade Commission not less
than 10 days before making any request or finding thereunder,
and (3) upon the condition that such officials obtain the ap-
rroval of the Attorney General to any request thereunder be-
fore making the request., For the purpose of carrying out the
objectives of~Title I of this Act, the authority granted in
Subsection (b) of this section shall not be delegated excent
to a single official of the Govermment.213/

The mobilization effort resulting from the Korean situation thus had,
after September 3, 1950, when the Act was passed, as strong a basis for
industry integration commitiees as was ever provided in World War II.

In fact, the content of the Act of 1950, as amended, upon which inte-
gration committees could safely be formulated, "is based on similar

provisions of Section 12 of the Small Business Act of 1942, the n»rin-

213. Section 708, Defense Production Act, 1950, as amended, as
printed in Backman, War and Defense Economics, op. cit., pp. L37-L38.
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cipal difference being that, whereas the approval of the Attorney General
is required by the Defense Production Act of 1950, only consultatisén with

the Attorney General is required under the Small Business Act" ..222/

A "Business as Usual" War

In practice, the formulation of integration cormittees after the
Korean incident began was markedly different than in World War II. The
policy of the Attorney General was much more stringent and restrictiwve,
and some nine months after the Act was approved and a year after hostili-
ties began one and only one integration committee had received the neces-
sary approval ..2_39/

Basically, the reason why the experience alter Korea proved so dif-
ferent is the fact that the urgency and seriousness of the situation
never approached that of World War II. From the firsi, it was almost a
"husiness as usual® war, and the national policy reflected the concept
of partial madbilization for an indefinite time.

The Defense Production Act reflects an awareness on the
part of the Congress of the fundamental problem of maintaining
competition in a mobilization effort of indeterminate duration.221/
In carrying out the Congressional intent it is apparent

that there are fundamental differences between policies appro-

priate to a long-range defense economy and those of tle Yype

with which the country became familiar during World War I and

World War IT. In a full scale war emergency, an immediate maxi-
mum output of war materials is usually essential. On the other

219, T. T. Molnar (Colonel) to Colonel Bishop, memorandum dated S
June 1951, subject: Integration Committees, p. . On file in Current
Procurement Branch, Office of Assistant Chief of Staff G-lj, Department of

the Army, Washington, D.C.

220. Ibid., p. 3.

221, Report of the Attorney General of the United States Prepared
Pursuant to Section 708(e) of the Defense Production Act of 1950, mimeo-
graphed press release, Washington: Office of the Attorney General, Decem-

ber 7, 1950, p. kL.
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hand, during a period of partial mobilization, increase in the
productive capacity of the economy may expand the defense po-
tential and thereby afford a long-range measure of national se-
curity greater than an immediate increase in military produc-
tion. The present problem, however, appears to encompass toth
of these factors, i. e., the immediate necessities and the
long-range defense potential.222/

Fear of Increased Economic Concentration

The Defense Production Act of 1950 gave the President authoriiy to

promote the national defense

by meeting, promptly and effectively, the requirements
of military programs in support of our national security and
foreign policy objectives, and by preventing undue strains
and dislocations upon wages, prices and production or distri-
bution of materials for civilian use, within the framework,
as far as practicable, of the American system of competitive
enterpm‘.se.22§/

The President had indicated his concern regarding the danger of unneces-
sarily violating the framework of the American system of competitive en-
terprise in a memorandum of Septerber 29, 1950, which he sent to those

directly concerned with the administration and effects of the Act.&g_’-‘/

The President wrote:

As I pointed out in my State of the Union Message in
Jamary, 1947, during the last war the long-standinfé tenden~
cy toward economic concentration was accelerated. “artial
mobilization, in the absence of probtective measures, may again
expose our economy to this threat and thereby imperil the
very system we-are seeking to protect. In numerous provi-
sions of the Defense Production Act of 1950, the Congress in-

222, Tbid., p. 7.

223, Section 2, Act of 1950 as amended, as printed in Backman,
“lar and Defense Economics, op. ¢it., p. LOkL.

29),. The Secretaries of Commerce, Interior, #griculture, Defense,
Army, Navy, Air Force and Labor; the Chairmen of the National Security
Resources Board, the Board of Governors of the Federal Reserve System,
and the Board of Direftors, Reconstruction Finance Corporation; the Ad-
ministrators, of the Housing and Home Finance Agency and of the General
Services Administration; the Chairman of the Interstate Commerce Commis-

sion.
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dicated its concern over this danger to free competitive en-
terprise.

In order that this danger may be minimized, it is requested
that, in performing those functions delegated to or vested in
you by Executive Order 10161, you consult with the Attorney
General and the Chairman of the Federal Trade Commission for
the purpose of determining and, to the extent consistent with
the principal objectives of the Act and without impairing the
defense effort, of eliminating any factors which may tend to
suppress competition unduly, create ar strengthen monopolies,
injure small business, or otherwise promote undue concentra-
tion of economic power.225/

The Act of 1950 had specifically directed the Attorney General to
make, or request the Federal Trade Commission to make for him, "surveys
for the purpose of determining any factors which may tend 1o eliminate
competition, create or strengthen monopolies, injure small business, or
otherwise promote undue concentration of economic power in the course of
the administration of this Act! ,2@/ The Attorney General's first repart,
which was required within ninety days of the approval of the Act, analyzed
the most likely avenues via which the competitive system might be threat-
ened. Under the heading of "Voluntary Agreements and Programs" the fol-
lowing statements were included:

The use of voluntary agreements and programs to carry out

the mobilization program may result in business enterprises,

vigorously competitive in normal times, evolving common courses

of action to restrict production, retard technical development,

limit expansion, reduce quality and raise prices. To the extent

that the mobilization program requires joint action by business-

men, opportunities are presented to work out restrictive agree-
ments either within or without the fr-omework of a government-

225, Memorandum from President Harry S. Truman dated September 29
1980, as quoted in Report of Attorney General Pursuant to Section 703(e),

December 7, 1950, op. cit., pp. L-5.

296. Section 703(e), Act of 1950 as ammmded, as printed in Backman,
“Jar and Defense Economics, op. cit., p. 433.
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sponsored program. It is important that the public need shall
not become a cloak for concerted action undertaken privately to

the public detriment.227/
At the close of the discusston under the headinz of Voluntary Azreements

-

and Programs the report stated:

Finally, it is recognized that activities under voluntary
agreements and programs are likely to establish codes of conduct
inconsistent with free competition which may continue after the
expiration of the autharity granted in the Act. It is therefore
important that parties to these agreements and programs under-
stand that the immunity provided does not extend to activities
beyond the scope of the agreement or contim:ed beyond the dura-
tion of the Act. It is likewise important that afiirmative steps
be taken after the expiration of the Act to restare competition
by eliminating institutions and practices fostered by such war-
time emergency meas.res.228/

Business Advisory Committees Authorized

In addition to the general authority for cooperative action con-
tained in Section 708 of the Defense Production Act of 1950, a specific
form of cooperation was authorized and established by another section.

Such business advisory committees shall be apoointed as
shall be appropriate for purposes of consultation in the form-
lation of rules, regulations, or orders, or amendments thereto
issued under authority of this Act, and their formation shall
be fair representation for independent small, for medium, ard
for large business enterprises, for different geographical areas,
far trade association members and nonmembers, and for different

segments of the industry.229/

The business advisory committees were of a much more general and in-
clusive nature than the Army Ordnance industry integration committees, as

they tended to deal with broader matters. However, the manner in which

227. Report of Attorney General Pursuant to Section 703(e), December
3 Op. Oit., pp. 27-'2_8.

7, 1950
223. Ibid., ppo 29"'30.

229. Section 701(b)(ii), Act of 1950 as amended, as printed in Back-
Man, War and Defense Economics, ope cit., pp. L32-433.
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they were established and functioned was of great significance to the
integration cormittees established after the Korean war began.

As would be expected, both government and industry were interested
in some general guidance with regard to the formation of the advisory
cormitiees, amd such guidance was furnished by the Deputy Attorney Gener-
al. In a letter dated October 19, 1950, to the agencies charged with
defense responsibilities under the Act,-z-ﬁ/ he wrote:

In organizing such (business advisory) committees, there
are certain requirements which should be met in order to mini-

mize the possibility of violation of the antitrust laws.
Briefly stated these requirenents are:

(1) There must be statutory authority for the employ-
ment of such committees or there must be an administrative find-
ing that it is necescary to utilize such committees to perform
certain statutory duties.

(2) The agenda for such co:mittees and their meetings
mist be initiated and formulated by the Government.

(3) The meetinzs to be held must be at the c2l1l of
and under the chairmanship of full time govermment officials.

(L) Full and cormlete minutes of each meeting must
be kept.

(5) The functions of such commitiees must be purely
advisory and ary determinations of action to be taken must be
made solely by goverrment representatives.zgl/

Despite this guidance, the Department of Justice received numerous
complaints that the busirness advisary commitiees, in their formulation

and operation, were violating both the letter and the spirit of the pro-

gram as suggested. These complaints brought forth a2 second letter

230. The agencies emumerated in footnote 22L.

231. Peyton Ford, Deputy Attorney General, Department of Justice, to
The Secretary of Commerce and others, letter dated October 19, 1950. On
file in Office of the Attorney General, Department of Justice.
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from the Department of Justice to the same list of addressees. After
bringing out the fact that mumerous complaints had been received con-
cerning the mamner in which the advisory committees were functioning,

this letter continued:

Our attention has been directed to the following improper
practices in which such committees have engaged:

(2) Cormittees have met without the benefit of a
government chairman;g

(b) Government rerresentatives have lacked proper
qualifications;

(c) Agenda have been prepared and meetings have been
called by industry rather than by the department or agency con-
cerned;

(d) Subcormittees, panels and other subgroups have
not adhered to the requirements established for the full com-

mittees;

(e) The requirements with reference to committee
representation set forth in Section 701(b)(ii) of the Defense
Production Act have not been met; and

(£f) Hany of the committees, rather than beirg ad-
visory, have in fact made decisions and exercised functions
which properly should reside exclusively in government offici-
als.2§2/

Army Ordnance Requests Integration Committees

The experience of the advisary cormittees was observed with great
interest by the Army Ordnance Carps, which was anxious to establish a
mumber of integration committees to assist in the post-Korean production
program. Without the blanket approval that had existed in World War II,

there was considerable question as to how to satisfy the requirements of

232. H., G, Morison, Assistant Attorney General, Department of Justice,
to The Secretary of Cormerce and others, letter dated March 15, 1951. On
file in Office of the Attorney General, Depar tment of Justice.
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the Attorney General so that approval of a request for a cormittee could

be relatively certain. There was no such spelling out of requirements

for the integration committees as there had been for the advisory commit-
tees, In discussing this situation a General Staff officer, who was respon-
sible for processing requests far approval of integration committees to

The Attorney General, stated: "The requirements of the Department of
Justice cannot be formalized.“géé/ This officer did, however, enumerate
five minimum conditions which the Attorney General insisted must be met
before there could be any possibility for approval of a committee. These

conditions were:

(a) Approval for integration committees shall be in ex-
treme cases of urgency only.

(b) The Attorney General shall be the judge of the ex-
trerne urgency of the request.

(¢) Each agreement shall be worked out in iteelf. There
shall be no standard form or procedure.

(d) Integration committees shall not be used where there
is any other way out of it.

(e) If requests do not meet Department of Justice requirec-
ments, no approval will be given.23L/

Seeking an Integration Committee Farmula

Faced with the situation of having to carefully Jjustify each case on
its own merits, and without a formal pattern far the type of submission
desired, it is nét surprising that submissions for approval of integra-
tion committees were drawn up to meet the requirements for approval of

advisory committees, in addition to including other information. A

233. Molnar, memorandum on Integration Committees, op. cit., p. 5.

23}, Ibid., p. L.
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typical submission is that prepared for the proposed integration commit-
tee on Light Gun Tanks and Allied Combat Vehicles, which was sent %o
the Department of Justice in May, 1951. With regard to the statutory
authority for integration cormittees, the submission referred to Section
7056 of the Defense Production Act of 1950, and went on to declare: "The
Ordnance Corps, through strict control of its Integration Committee acti-
vities, will prohibit any unauthorized and unwarranted use of the commit-
tee and will restrict the activities of the committee to the objectives
set forth herein" .-2-25/

As for the conduct of the committee meetings, the plan specilically
provided for meeting the requirements outlined in the Deputy Attorney
General's letter of October 19, 1950.-22/

The following requirements for the conduct of meetings shall
be observed:

(a) The initiation amd formulation of agenda shall be
performed by the governments

(b) The meetings to be held shall be at the call of
and under the chairmanship of government representatives;

(¢) Full and complete minutes shall be kept;

(d) Determinations of action to be taken shall be
made solely by government representatives.237/

Some Characteristics of a Proposed Committee

The problem of showing the urgent need for a committee was basic.
Tn the case of the proposed Light Gun Tank and Allied Combat Vehicle Com-

mittee, the plan discussed the numerous problems involved in setting up

235, Plan and Regulations of Ordnance Corps Governing the Integra-
tion Committee on Light Gun Tanks and Allied Combat Vehicles, Washington:
Office of the E'h"ie“'f"gl'l'of"or dnance, lay, 1951, par. 3. On file in Histori-
cal Section, Office of the Chief of Ordnance.

236, See citation mumber 231,
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for production of the items. One important part of the discussion reads:
The mamufacturers of Light Gun Tanks and Allied Combat Ve-
hicles are required to accept designs and specifications far

an item foreign to their engineering staffs, to accept and in-

corporate a continmious series of chanczes not the result of

their own research and development, to establish produetion

lines and manufacture or acquire tools and machines, and to

adapt their techniques and processes to the mrocurement pro-

gram or to adopt others that are not familiar to them. On

the other hand, a peacetime producer develops, through his

engineering staff, the designs and specifications for an end

item to be made on his production line and incorporates changes

to suit his own needs, desires and manufacturing process.238/

The membership was strictly limited to mamfacturers engaged in the
production of Light Gun Tanks and/or Allied Combat Vehicles. Only seven
menbers were to farm the original committee, if approved: Cadillac Divi-
sion of General Motors Corporation, American Car and Foundry Company,
A11is-Chalmers Manufacturing Company, Massey-Harris Company, International
Harvester Company, Food Machinery Corporation, and Detroit Tank Arsenal.
All of these prospective members held prime contracts for light gun tanks
or allied vehicles, and the plan provided that "each new prime contractor

under Ordnance Corps contract for the production of Light Gun Tanks and/
or Allied Combat Vehicles shall become a menber of the committee".gzg/
The committee was to concern itself only with production problems arising
in connection with the production of the items for which the cormittee

was formed.gég/ This limitation was considered necessary so that the

237. Plan for light Gun Tank Committee, op. cit.,.par. 5b(1).

238. JTbid., par. la.
239, Ibid., par. 5a(5)

2l,0. TIbid., par. Lc.
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committee would not be diverted to activities other than those for which
it was formed. Definite restrictions on the scope of committee activity
were mentioned with regard to procurement. "The Committee shall in no
way affect or influence Ordnance Department in the placement of contracts,
or in the price, trade, marketing or any other of the incidents of pro-
curemeni."ggl/

It has been noted above that the comittee plan required that all
determinations of action to be taken would be made solely by goverrment
representatives., Matters concerning which the committee might make re-
commendations to the government included the following:

a) Changes in material and design ineluding standardiza-
tion of material.

b) The interchange of parts, material, skills, tools,
training aids, machines.

¢) The allotment of definite production schedules to meet
overall scheduled requirements.2L2/

With regard to all of these types of recommendation, the representatives
of the Ordnance Department were required to function in controlling posi-
tions. In the proposed committee, as in the World War II committees,
the chairman and deputy chairman were Army officers, as was the Ordnance
representative. All action was required to be taken by then.
The contractor-members furnish the Chairman or Deputy

Chairman with a list of facilities; the rate of production,

actual or projected; an inventory of finished parts; an in-

ventory of material on hand, on order and promised delivery.

The Ordnance Officer attached to the Committee compiles the
production data. By comparing this data to the requirements

241, Ibid., par. 3.

21].2. Ibido, Par. 6.
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of the Ordnance Corps6 a production schedule can be made by
the Ordnance Corps. “n the basis of this comparison, the Ord-
nance Corps will be enabled to determine whether the produc-
tion capacity, material, and facilities requirements for pre-
sent amd future commitments are met.2L3/

The Ordnance Officer attached to the Cormittee will main-
tain such production, performance and control records and ma-
terial inventories as are necessary. Based on these records the
Committee will be in a position to advise the Ordnance Corps
of the most econamical method of adjusting production to meet
requirements and leading schedules.2hl/

Tighter Control of Committees by Ordnance

The meetings of the Committee, and the official comminications of

it, were to be closely controlled by the representatives of the govern-

ment.

Committee meetings shall be called by the Chairwman, De-
puty Chairman, or the Ordnance officer attached to the Commit-
tce., The agenda shall be prepared by the Chairman or Deputy
Chairman. Invitations to attend will include a copy of the
agenda of the meeting in order to facilitate prover representa-

tion at the meeting.,
The Chairman, Deputy Chairman, or Ordnance officer attached
to the Committee shall preside at all meetings, which shall be

held at offices aszigned to or under the control of the Ordnance
Corps. The Secretary of the Committee shall maintain and keep

minutes of committee meetings.ggé/

A great tightening of the supervisory role of the Ordnance Corps in
this type of committee, as compared to the Warld War II committee, is ap-
parent. Under the proposed rules and regulations, meetings were to be di-
rectly controlled by an Ordnance Corps representative., Meetings could

take place only at offices specifical’y controlled by, or assigned to,

243. Tbid., par. ba.
2h4l;. Tbid., par. 6d.
245. TIbid., par. 5b(2), (3).
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the Ordnance Corps, and full and complete minutes must be maintained.

This is in sharp contrast to the volicy on mimites in World War I which
reads: "Ordnance representatives on committees or other Ordnance personnel
will not require or request comittees to maintzain minutes of committec
meetings.“géé/ “lhereas in World War II the committee, throu:nh its
assistant chairman (an industry civilian) was able to call a mecting, now
only a military official could do so. The secretary of the cormittee,

who was required to be an Ordna.ce officer designated by the chairman or
deputy chairman,géz/ mist maintain and keep minutes of meetings, in
addition to performing other administrative work for tie committee.

It is quite obvious that the sphere of action proposed for industry
integratio:: committees formed after the begimming of the Korean war re-
sresents a substantial departure from that of VWorld War IT., In almost
every phase, there is a modification of the role of the industfy assistant
chairman, and an increase in the authority and direction Ifurnished by the
government, This change 15, to some extent, traceable to the different
nature of the Korean war, and to the much slower tempo of defense pro-
duction to meest its needs. However, it is adlso an ohvious result of the
belief that committee activitiec in World War II were respo:usible in
sorme degree for the chanzes in economic concentration which took place
during that war in the sense discussed in Chapters 11 and 12 below.

It is a reflection of the firm belief that the dominating positions

of certain of the great corporations were greatly strengthened

206, Ordnance Procurement Instructions 56, op. cit., par. 56,212.5.

2li7. Plan for Light Gun Tank Commitiee, op. cit., par. 6b.
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by the war production program in World War IT. This position had been
clearly stated by the President of the United States in his State of the

Union Message in January, 19L7.

During the war, this long-standing tendency toward economic
concentration was accelerated. As a consequence, we now find
that to a greater extent than ever before, whole industries are
dominated by one or a few large organizations which can restrict
production in the interest of higher profits and thus reduce em-
ployment and purchasing power.2L8/

2L,8. Report of Attorney General Pursuant to Section 708(e), Decem-
ber 7, 1950, op. cit., p. 10, It seems evident that the position of the
federal government, as indicated by the President and the Attorney Gen-
eral, reflected the distrust of "bip business" which was widely preva-
lent at the beginning of the Forties. The findings of Berle and Means
(See A. A. Berle and G. C. Means, The Modern '.orporation and Privafe
Property, New York: Macmillan, 1933) and the reports of the Temporary
National Economic Committee (1941) did much to create this atmosphere.
For the other extreme see David Lilienthal's recént book entitled Big
Business which is cited in footnote L3.




Chapter 11

Small Business and the Commi.ttees

In the preceding chapter we observed that the organization and
methods of operation proposed for integration cormittees formed to sup-
port the production program for the Korean war differed considerably {rom

he experience with committees in World War II., The changes, which were
inspired primarily by opinions of the Ataorney General, appeared to stem
from one major source -- a conviction on the part of the government that
the tendency toward economic concentration was greatly accelerated by
events of World War IT, In the present chapter we will consider some of
the ind:strial experience in World War II as related to the problems of

small business,.

Why Big Contracts Go to Big Business

The amounced policy of the government of the United States in World
War IT was to encourage the participation of "small business" in the war
production effort. Manifestations of this policy in action included such
agencies as the Smaller War Plants Corporation, and special organization-
al entities in each of the military procurement agencies to ilmplement the
national policy.

There are numerous difficulties in the Ordnance production field
with regard to the maximizing of the role of small business in that field.

Ordnance is known as a "typically big-business induatny".ggg/ When a

249, J. M, Blair, H., F. Houghton and M. Rose, with assistance of B,
Goldwasser, W. S. Johnson and M., ¢, Ulmer, Economic Concentration and World
War II, Senate Document 206, 79th Congress, 2d. Session, Washington:
Government Printing Office, 1946, p. 2L.
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sizable prime contract was negotiated for a complete tank, or a complete
truick, or a complete artillery piece, it was not feasible to negotiate
with small manufacturers., Such items are the intricate products of large
industrial aggregations, and cannot be properly and efficiently produced
on a job-lot, piecemeal basis. It would be illogical to attempt to pro-
duce complicated items on a mass production basis in other than large,
nass production plants. It would be peculiar, indeed, to give to a corpor-
ation with a total capitalization of, say, $2,000,000 a prime contract

for #50,000,000 or £100,000,000 warth of tanks or trucks. It was assumed
that the most likely people o deal with large-scale production were those
who had been engaged in it to some degree. There appeared to be no great
resistance to this position, as the attitude of the government was that
small business could be permitted to participate in the production progran
in the subcontracting role. Writing of the manner in which the great bulk
of war contracts was placed during 1940-41, the Chairman of the War Pro-

duction Board states:

In those days, time was the greatest of all scarcities;
furthermare, we had to deal with facts, not theories; to do the
best we could with real rather than theoretical situationse
So the great bulk of the orders went to the giants of industry,
then to the sub-giants, and on dowm the line until finally they
began to fan out among the relatively small concerns., This situ-
ation made us none too hanny; we should have preferred to call
in all American industrialists, large, medium, and small, and
distribute orders equitably among them. But, as I have pointed
out elsewhere, the Armed Forces did the actual placing of orders,
and were far more wedded than OFM (Office of Production Hanage-
ment) or WPB (War Production Board) to the principle of using the
well-coordinated facilities of big business,

I have heard some criticism of this practice -- and, beyond
doubt, it was occasionally and perhaps frequently overworked --
but at the time our concern was not the preservation of small or
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large business as such, rather it was the doing of everything
in our power to preserve this country of ours where both kinds
of business had been permitted to exist side by side, and the
margin between preservation and extinction was, for several
months, very slim indeed,250/

This experience in the early part of World War II was duplicated in
the early phasés of the Korean conflict. Speaking in February, 1951,
wen the war in Korea was some seven months old, Mr, James L. Kelly,
Acting Director of the Office of Small Business, National Production
Anthority, Department of Comerce, declared:

When we move into a defense program, or a war producition
program, invariably we make an assumption that this is going to
be a big program, this is a big undertaking, or it is a big war;
therefare, the orders are going to be big and they must be
placed with big business. The whole thing revolves around the
basic concept for a while. It did so during World War II and it
is commencing to operate that same way today.

Of course, you cannot go to a small manmufacturer to build
battleships or B-36's or tanks. They have to be put into the
production system and production line of big, well-organized
business, But there are many things that drift into the big
section of business which could well be done, and perhaps bet-
ter done, in the smaller plants.251/

Big Business Relies on Small

Though big contracts may logically be awarded to big business, it
has long been customary for big business in its turn to have much of its
work done for it in the plants of others, For example, International Har-
vester Corporation has some 25,000 suppliers, and approximately 6,000

dealers.gzg/ Such a pattern is familiar throughout the manufacturing

250. Nelson, Arsenal of Democracy, op. cit., p. 277.

251, James L, Kelly, The Utilization of Smaller Plants in War Pro-
duction, address before the Industrial College of the Armed Forces, Feb=-
ruary 5, 1951, Washinzton: Industrial College of the Armed Forces, 1951, p. 3.

252, Ibid., p. 15.
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industry. The problem of small business is not to see how it can get a
contract out of proportion to its size, but rather how it can maintain
or reasonably increase its scope of operations in the war economy. It
is also important that, while maintaining a suitable level of opera*ions,
the small manufacturer is careful not to become so narrowly centered on
his war production job that he is unable to switch back to some sort of
peacetime production when such a switch proves nossible,

In considerin; the proportion of total Ordnance production that was
the work of small manufacturers, it is first necessary to define what is

meant by "Small Business".

The War Powers Act in World War II defined small business
as any firm employing 500 or less people. The Selective Service
Act and the Armed Services Procurement Act of today (1951) de-
fine small business as any independent business employinz less

than 500 people.253/

Though there are some shortcomings in defining a term so rigidly, for
statistical purposes it has been customary to define a small business as
one employing less than 500 employees., Most of the available data have
been collected with this figure as an upper limit, and accordingly it will

be used in this study.

Ordnance Contracts to Small Business

Small business participated in the Ordnance production effort in two
distinct, though often inclusive, roles. Durinz the period from January,
19513, through July, 1945, a total of 140,221 orime contracts were awarded

by Army Ordnance, with a combined value of $24,5 billions of dollars. Of

253. Ibid., p. 2.
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these, a total of 17,943, or approximately LL.5%, were awarded to small
war plants. The value of the contracts awarded to small business amounted
to some $3.5 billions, or 1L.3% of the total value awarded. Table 1 on
the following page indicates the distribution of these contracts by month.

Though the volume of prime contracts given to small business was
substantial, it was only a part of the story. It is probable that the
sreatest dollar volume of Army Ordnance business went to small business in
the form of subcontracts. Ordnance prime contractors were not required to
report the extent of their subcontracting, as it was considered an unneces-
sary additional load on already heavily burdenéd clerical forces.géﬁ/
However, though no complete figures on the total extent of subcontracting
by Army Ordnance prime contractors were assembled, "from a muber of spot
checks it appears that at least 50 vercent of the subcontractors were small
plants and that their contracts aggregated at least 25 percent of the prime
contract value"gég/ This would make the dollar wvalue of small business
subcontracts approximate £10 billions for World War II, on the basis of an
overall Army Ordnance program of forty billions,

If the small business share of Army Ordnance contracts was approxi-
mately as indicat:d above -- some $3.5 billions in prime contracts and
%10 billions in subcontracts -- it was about in line with the estimates

nade for “orld War II war procuremcnt as a whole. A survey of the prime

25l. . Campbell, Industry-Ordnance Team, op. cit., p. 86.

255. Ibid., p. 87. See also Figures 3 and L} on the following pages.
These represent value and distribution of subcontracts for two of the prime
contractors manufacturing LO millimeter gun mounts.
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NumBER AND VALUE OF PrRIME OrRDNANCE CONTRACTS AWARDED TO SMALL WAR PLANTS,
(LEss THAN 500 EMPLOYEES) JANUARY, 1943, TO JULY, 194§

Number of prime Value of .
contracts awarded alue of contracts
Month
T Per- _ ' Per-
otal {ToSWP Total To SWP
centage centage -
1943
January......... 1980 913§ 46.2 | $ 437,202,000 8 78,169,000 ‘17.9
February........ 1793 944 52.6 587,328,000 145,108,000 | 24.7
March.......... 1134 530 46.7 511,586,000 89,492,000 | 17.§%
April........ ... 1242 594 47.8 581,072,000 87,838,000 | 15.1
May............ 1224 §40 44.1 601,657,000 73,042,000 | 12.1
June............ 1196 §II 42.7 820,349,000 101,290,000 | 12.3
July............] 1399 654 46.7 900,132,000 104,354,000 | 11.6
August. ........ 1 1408 637 | 45.2 1,268,358,000 124,497,000 9.8
September. . .. .. 1374 741 §3.9 993,481,000 125,326,000 | 12.6
October......... h 1327 618 46.6 1,322,235,000 121,712,000 9.2
November. ... .. 1256 604 48.1 1,011,299,000 87,401,000 8.6
December. ...... 1183 568 48.0 543,305,000 71,079,000 | 13.1
1944 1650 “P1usz
January......... 1139 5458 47.8 724,045,000 79,929,000 | 11.0
February........ 835 327 | 39.2 540,815,000 70,§73,000 | 13.0
March.......... 1097 508 46.3 686,706,000 113,627,000 | 16.5
April........... 946 396 41.9 493,961,000 101,0§7,000 [ 20.§
May............ 1131 §o1 44.3 565,597,000 118,329,000 | 20.9
June............ 1458 644 44.2 1,191,231,000 157,048,000 | 13.2
July........ ... 1074 523 48:.7 656,890,000 133,060,000 | 20.3
August......... 1380 584 42.3 627,761,000 121,891,000 | 19.4
September. . . ... 1187 51§ 43-4 432,200,000 96,999,000 [ 22.4
October......... 1038 450 43-4 718,945,000 81,350,000 | 11.3
November. .. ... 1 1027 421 41.0 480,898,000 82,652,000 | 17.2
December. ...... - 1230 539 43.8 790,999,000 118,485,000 | 15.0°
1945 37049 | 32049
January......... 190§ 753 39-5 1,454,147,000 210,753,000 | 14.
February ........ 1747 71§ 40.9 1,435,198,000 204,441,000 14.
March..........| 1820 750 41.2 1,134,784,000 208,176,000 | 18.
April........... 1627 701 43-1 1,132,182,000 169,526,000 | 15.
May............| 131I 562 | 42.9 862,576,000 120,540,000 | 14.
June............ 993 350 35-2 614,519,000 70,686,000 | . 11.§
July............ 759. 303 39-9 393,458,000 57,716,000 [ 14.7
Total......... qvitl| 17992 1704(‘; $24,519,916,000 | $3,526,146,000 | - [L{ ,}

Table 1. (Source: Campbell, Industry-Ordnance Team, op. cit., p. 87.)
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and subcontracting records of 252 of the nation's largest corporations
was prepared by the Smaller War Plants Corporation in 1943. These 252
companies received the great bulk of all prime contracts awarded during
the war, and the percentage passed along to small business in the form of
subcontracts amounted to 29.76 percent.géé/

Effects of Contracts on Small Business

There was both potential good and potential evil inherent in sub-
contracts accepted by small business. On the one hand, a contract might
mean operation at relatively full scale for a considerable time during a
period when business other than war business was very difficult to get.
The relationships established with the prime contractor, often a large and
rapidly expanding corperation, might be such that they could continue
during the postwar period with matual profit in the field of peacetlime pro-
duction. However, a small enterprise often, in accepting a sizeable sub-
contract fram a large prime contractor, might find itself in the position
of putting all its effort into the production of a single product for a
single customer, With all output taken by contract, there was no selling
problem, and the sales and promotion forces of the small producer might
be dispersed or diverted to other work. In addition, the prime contractor
was in the position of a supplier of materials and supclies for his sub-
contractors, or at the least might arrange that proper allocations might
be made to the subcontractor by the War Production Board. Without the
norrmal selling and purchasing problens of an independent business, the

small subcontractor might often lose his personnel, and his experience,

256. Economic Concentration and World War II, op. cit., pp. 32-33.
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in both fields, and be at a serious disadvantage if he ever left his status
as a captive subcontractor and once more atitempted to compete as a regular
independent interprise.257/

Integration Cormittees and Small Business Data

It was Army Ordnance policy to encourage prime cortractors to sub-
contract extensively, and from time to time a distinet effort was made to
obtain a picture of what was actually being done. For example, all members
of the Field Howitzer Commitiee were asked to supply the Office of the
Chie? of Ordnance with actual charts showing the extent of subcontracting
which each had done.ggé/ However, though various localized attempts were
made to assemble information on the extent of subcontracting, no complete
study resulted. There is no particular evidence to suggest that the total
participation of small business in the Ordnance production effort was any
greater than 30 percent. If we consider the Army Ordnance total production
for the war to approximate LO billions of dollars, the small business share,
including both prime contracts totalling $3.5 billions and subcontracts
totalling #10 billions,. would, on a percentage basis, amount to some
29.6 percent.

Number of Contracts Not the Imporiant Factor

There is often a tendency to examine the volume of business done by
small producers on the basis of number of contracts and subcontracts only.

How erroneous this type of analysis can be is proved by the figures pre-

257, Ibid., p. 33.

258, J. E. Martin, Office of the Chief of Ordnance, to Mr. John Browm,
Chain Belt Company, Milwaukee, Wisconsin, letter dated January 13, 1943. On
#ile in Histarical Section, Office of the Chief of Ordnance.
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sented in Table 1, page 173 above, where the number and value of Ordnance
contracts awarded to small business is listed. It will be noted that
while the small business share of the total number of contracts awarded
aounted to Lli.S percent of all prime contracts, their value amounted to
only 1.5 percent.
An example of confusion in this regard was contained in a speech made
by the President of E. I. du Pont de Nemours and Company in January, 1951,
Speaking of the use of subcontractors in the building of the Oklahoma Ord-
nance “orks, a du Pont operated, goverment-owned explosives plant, this
official stated:
Du Pont, a large company, was chosen to undertake the pro-
ject because it had available the organization and the experience
to do the job with all possible speed.
There were 62 smaller fimms that came into the project as
major subcontractors, ranging from steel riggers to air-condi-
tioning experts. Each of these, in turm, subcontracted some
phases of its work to subcontractors of its own, in addition to
which there were hundreds of additional firms from whom pur-
chases of materials and services were made. Du Pont alorne
vlaced 25,000 purchase orders for this job.259/
Such a listins~ of numbers of contracts awarded to small business, without
indicating the relative value of the contracts, gives little indication of
the actual extent of participation of small business in the overall nroject.
The same speech contained a fairly concise statement of the position which
the Du Pont Corporation occupies with relation to small buslness, and is
probably representative of the position of big business as a whole.
Tt is true that 75 percent of the World War II prime con-
tracts went to the 100 largest companies despite the fact that
the government made a deter«ined effort to channel war orders
into the hands of small business. But it is not true that this

condemned the small businessman to sit on the side~lines and
watch the show.

259, Henry B. du Pont, If 1 Were a Communist Spy, 2 speech by the
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The facts are that the military authorities do not place
the major responsibilities for defense contracts on the large
corporations because they have any particular affection for big
business, or any lack of confidence in small business. Their
objective is simply to get big jobs done quickly and efficient-
ly by whatever business unit is best fitted to do the joc. They
know, and the critics apparently ignore the fact, that when a
contract is placed with such companies as General lotors, or
General Electric, or Du Pont, it really activates an entire chain
of operations in which companies of all sizes and all descrip-
tions varticipate.

The large compary is selected to handle big jobs because
it has the resources and organizational experience to muster and
direct manpower and technology from hundreds of different sources
and funnel them all into the project. It organizes the work, dele-
gates responsibility down the line and procures services and ma-
terials as they are needed.

For every large company that participated in the military
program of World War II, there were hundreds who shared the as-
signment through subcontracts and sub-subcontracts and through
supplying gocds all up the line.

In our own case, the Du Pont Company did about a billion
dollars worth oif military construction during World War II. Of
this amount, 56 percent went to pay the cost of materials and
services supplied by thousands of firms all over the country.260/
That the practice of the Du Pont Corporation in World War II with

revard to subcontracting is not limited only to that period is evident
from the following extract from a Du Pont Supervisory News Letter published
in July, 1951.

Extent to which small business shares in defense contracts
awarded to big companies is highlighted in Du Pont's largest
government project, construction of the Savannah River project

for the Atomic Energy Commission.

During the first few months of the project, Du Pont placed

Tice President, E. I. du Pont de Nemours and Company before the Annual Ban-
quet, Chamber of Commerce, Tulsa, Oklahoma, January 11, 1951, p. 7. On
file in Historical Section, Office of the Chief of Ordnance.

260. Ibid., pp. 5-6-
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some 2,900 plant site ourchase orders with 821 suppliers.
Three-quarters (7h.5 percent) of the orders went to small busi-
ness suppliers, and only one-quarter (25.5 percent) to big
business. A supplier was classified as small businesss only if
it employed less than 500 persons, was indepencently ovmed and
operated, and was not dominant in its field., This last require=-
ment excluded a nunber of companies which were small in all other
respects, since the nature of the project calls for services in
some specialiged fields where small companies are likely to be

dominant,

Dn Pont plans to subcontract about LO percent of the total
labor requirements for the Savannah River job. It will use

small sub-contractors on many types of construction such as ex-

cavating, grading, piping, electrical work, on throvzh to ex-

acting instrument controls and electronic devices.201l/

Despite the fact that the declared attitude of big business toward
small is one of cooperation and sharing, the relative amount of produc-
tion attributed to small business remains about the same since World War
IT as it was during that war. "As a group, small plants »roduce thirty-
one pnercent of the total national output and employ about thirty percent
of all persons engaged in marmufacturing in the United States."gég/

Com-ittees Threaten Small Business

That the operation of committees of manufacturers in World War IIT
night operate to the disadvantage of small business had been recognized
early in the production efort for that war.

Though agreeing in principle with the committee arrangement
and prepared to instrvet the supnly services to make full use of
it, the Director of the Procurement and Distribution Division
(of the Services of Suprly of the Army) szw some disadvantages in

<.

it. Unless closely supervised, it tended towarli a concentration

261, Supervisory News Letter, Vol. 5, No., 7, E. I. du Pont de Ne-
mours and Company, 4ilmington, Delaware, July, 1951, ». 3.

242, James L. ¥elly, "A Bisger Job for Smaller Plants", Ordnance,
July-Auzust, 1951, p. 8lL.
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of contracts with "well-known firms", whose members on these
cormittees were given "advance information on the procuremént
and production plans", It was proposed to give the matter care-
ful study, and in the event it was decided to form new commi t-
tees, cantion would be observed in their composition to insure
representation of not only the larger producers but also the

smaller ones.263/

Thoush small business may not have gained, and may have lost, in
relative importance with respect to biz businees during the war years,
there is some evidence that the biggest firms did not in general increase

in the greatest propoertion. Mr. Henry du Pont makes this point in his

mreviously cited speech:

Furthermore, the larger firms, who had the lion's share
of the responsibility, did not by any means come away with the
lion's portion of the benefits. A study by the Federal Re-
serve Board, covering the wartime activities of nearly 3000
companies, showed that small and middlesized firms showed a
decidedly greater increase in sales, profits and assets than
did the larger companies.

The United States Department of Commerce, in a survey of
the 1000 largest manufacturin; companies, got the same answer.,
This survey showed that the 200 largest concerns at the tove of
this list fell well behind the 300 smaller firms in their rate

of growth through the war years. This held true by every yard-
stick of measurement =-- and the most striking difference was

in the case of profits.26L/

The industry integration conmittee, by virtue of the extensive inter-
change of information which it made possible, was an effective meéns by
which the customary suppliers and sutcontractors for the various merbers

in their peacetime production activities could be introduced to new pro-

ducers. When problems arose within the industry committee with regard

263, Yoshpe, Organization for Production Control in World War II,
op. cit., ppe. 108-109.

26y, Du Pont, If I Were a Communist Spy, op. ¢it., P. G
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to tnhe supply of a particular material or component, the suppliers of the
jtenm to all members could be quickly reviewed, and additional quantities

of the short material or component subcontracted to those who appeared able
to increase output. In a sense, the concept of integration could be passed
on to the subcontracting level with considerable success, .and this undoubt-
edly hap»nened in many cases.

Size Immaterial to Beneficial Participation

Tt was also true that size, of itself, was not normally a require-
ent for committee membership or participation. Many committees had mem-
bers of widely varying size, and those that did not oiten could not for
technolozical reasons, For exaniple, the members of the THT Cormittee were
all very lerge producers simply because TNT production in the government-
owaed Tacilities which had been erected was in every instance large-scale
procduction. The small prodncer was sometimes at an advantage because of
his statos as a committee member, ani found himself able to attain objectives
that would have proved impossible otherwise.

The committee organization gave the little fellow, or the
~anuiacturer in the poorer operating position, a court of ap-

neal, an official expediter, and the chance to obtain critical

mate—ials which would never have been relinquished by other la-

cilities in a purely competitive arrangenent.265/

In the final analysis it ap‘ears that small businesses dealing with
»nrime contractors who were members of integration commitiees were at least

as well of” as small businesses that had to deal with prime contractors who

were not so organized. The cormittees knew the pattern of subcontractors

263, T. O, Chase, Historical Outline of tne 37mn Tanl: and Anti-Tank
Gun Industry Integration Committee, i'ss., July, 1SL3, p. 12. On file in
Tictorical Section, Cifice of the Chiefl of Ordnance.
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for their indusiry, and could deal intelligently with many of the sub-
contractors! protlems from a higher level., In addition, various factors
risins from the natvre of the association of small businesses with con-

a

mititee merbers suggest that they were greatly helped, during the war period,
in their production en:ineering efforts by their relationships with commit-
tee menbers, and many of the relationshins so established could reasonably

be exrected to bear further val:able fruit in the form ol desirable post-

war arrangenents,




Chapter 12

scpansion of Ordnance Contractors in World War IT

In the first chapter of this section it was noted that integralion
corrnittee organization and operating principles changed considerably from
“Jorle Var II to the Korean war., This change appeared to result from a fear
on the part of the government that cormittee activity had increased tne
tendency teward econoric concentration. The secornd chapter of the section
consicdered sorme of the problsmns of snall business, as it operated in the
nresence of widely organized integration cormittees. In this chapter the
extent of srowth of Ordnance contractors in World War II will be examined,
and some asnects of integration committee activities as rel-ted to that

zrowth will he considered.

Vast Industrial Exsansion in VWorld War IT

The expansion of the nroductive facilities of American industry which
took vlace durinc World War II is unique in the world's history. In six >
year's time the productive basc of Arerican industry was enlarged by more
than 60 percent. "The nation's manufacturing facilities in e:distence in
1939 had cost about ;0 billion dollars to “mild. To this capaciiy there
was added by June 19L5 about 26 billion dollars of new plant and equip-
ment."266 Expansion on such a scale was the result of investment by both

the federal covernment and private industry, with the government supplying

266. Economic Concentration and World War II, oo. cit., p. 37.
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approximately two-thirds of the amount invested. An estimated 10.5 bil-
lions of dollars were spent for plant construction, with about 15.5 billions
goinz for equipment., The wartime investment took the form of building and
equipping new plants, expansion of existing ones, and converting and re-
equirning existing facilities for war production. Appro:imately 1l billions
were svent for new plants, L.2 billions for expansion of pre-war plants,
and 7.5 billions for conversion of pre-war plants to military production.géZ/
Figures of such magnitude indicate sweeping and radical changes in
the size and nature of manufacturing establishments. Within a period of
six years vast new industrial concerns appeared, and great additions to
and e:pansions of already e:fisting establishments were created. The ques-
tion of who was to own and control these facilities -- government, new
manufacturers or old mamifacturers =- became of critical interest with re-
gard to the concentration of control of industry.

New Facilities of Latest and Best Type

Before examining the manner in which owmership and control of this
new invesiment was decided, it is significant to note some facts concerning
its nuture., In general, the quality of the new plants and equipment was
very high. Very few of them were built as temporary structures, and most
of them were built of the best materials, having been authorized before the
liar Production Board restrictions on materials becmme effective. They were
built with the most advanced concepts of modern factory layout, and their
lizhtinz, power installations, water facilities, and similar itens were of

the latest and finest types.g§§/

267. Ibid.

263. TIbid.
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The equirment for the new facilities was also of the latest and the
vest. In 1940 there were in place approximately 827,000 machine tools of
varying ages and degrees of efficiency.gég/ An estimated three-fourths of
these were more than ten years old, and a large proportion were more than
thirty years old. The war-inspired expansion of industry beginning in
1939 resulted in the manufacture and installation of 7L7,000 new machine
tools. In general, the new tools were faster, more accurate, more ef-
Ticient, and more productive than the older tools in exdstence. Among
other advantages, many of the new machines were designed for use with
tungsten-carbide cutting tools, which permit high-speed operation and
consequently greater production per man and per machine.gzg/

Though not all of the new industrial capacity could be used for peace-
time production, a very high proportion could be so used with little or
no sroblem of chanzeover. It was estimated that as much as 20 billions
of the war-time investment could be used for peacetime production either
immediately after the war, or after minor reconversion. This estirate was
borne out to a considerable extent by a report of the War Production
Board which indicated that 7l percent of the wartime outlay for manu-
facturing facilities, both public and private, was expended for facili-
ties to mamifacture the same producé which the operator was producing be-
fore the war. An additional 2L percent was spent on facilities to pro-
duce items closely rclated to the prewar production of the operator, while

only two percent was spent on facilities to make items unrelated to the

269, Ibid.

270. Ibid-, PDe 37-38.
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operator's prewar product.-z—?—]-'/

Expansion by Tyoe of Industry

ral

How was this gigantic expansion of capacity divided as to type of in-
dustry? Of the total, approximately 15.2 billions of dollars represented
investment in the metals and metal-products industrie-gz—g-/ These are the in-
dustries overwhelmingly of interest with regard to the production of Army
Ordnance items. An analysis of the total expansion, as prepared by the
Jar Production Board, is »resented in Table 2 on the followin: page.

Two of the items in Table 2 are almost exclusively made up of oro-
duction facilities operating under Army Ordnance contracts, and can serve
as an indication of the mamner in which investment expanded in fields of
interest to Army Ordnance. Under the heading, "Combat Vehicles, Automobile,
Trucks and Other", it will be noted that duvring the period July 19L0 to
June 19L5 a total exmansion of £986 millions was initiated, approximately
wo-thirds of the total representing investment by the federal govermment.
This investment of approrimately one billion dollars in a five year period
compared with a net property account for the industry in 1939 of slightly
over one billion dollars. In the category "Not classified as to industry"
it will be noted that #1,093 millions represents investment in ammunition
production facilities, all but $3 millions representing federal investment.
This industry did not exist in 1939, and is e:xclusively an Army Ordnance
industry.

Both of these categories of industry were almost eompletely engaged

271, Characteristics of Mamufacturing Facilities Authorized, July 1 190
to May 194)i, War Production Board, January, 1945, as cited in 1 Lconor.c Con-
centration and World War II, op. cit., pe. 39.

272. Tconomic Concentration and World War IT, op. cit., p. 38.
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in production of items for the Army Ordnance Corps, and the manufacturers
were organized into appropriate industry integration committees. The
expansion within these industries represented either extensions and ad-
ditions to the facilities of older producers, or the setting up of new
vroducers within the fields involved.

Most Prime Contracts to Largelesiablished Firms

The manner in which prime contracts were awarded did not cause

any significant amount of production to be awarded to new and independent

producers.

The increases in concentration which toolk place during
the war were due largely to the distribution of the great bulk
of the war contracts to a small nunber of ireat firms. It was
the distribution of the nearlv 200 billion dollars of prime sup-
ply contracts which was the key to the control of oroductive
resources during the war.

Companies obtaining prime contracts secured tuercby the
instruments ol economic power. They received money in the
form of substantial profits for the production of goods, the
sale of which was assured. They obtained nmaterials and supplies,
since naturally, they were granted priorities and allotments
for needed materials, parts, components, etc. And, further than
this, they were granted the power of determining how much of these
priorities and allotments should be passed down to subcontractors,
who and how many the subcontractors should be, and how much of the
allocations each should receive,

In addition, the receipt of a substantial prime contract
generally gave to a company the right, if it desired to use it,
of expanding its own focilities under the extremely favorable
amortization and carry-back provisions provided by the tax
laws. Companies holding large prime contracts experienced
little difficulty in obtaining "certificates of necessity"
which allowed the to take advantage of the special amortization
tax provisions.

Also, it was the companies that were the principal re-
cipients of prime contracts which operated most of the Govern-
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ment owned facilities built during the war, and these companies
generally obtained options to buy the plants after the war.273/

Army Ordnance Contractors Among Largest

Dollar~wise, how were the nrime contracts for war goods distri-
bited? Of a total of #175 billions in contracts awarded from June, 1940
through September, 19Ll, approximately two-thirds or 7117 billiors went
vo the 100 largest corvora*ions in the nation. Thirty percent of the
total contracts awarded went to ten greai corporztions. Among those ten
cornorations receiviiy the greatest volume of orime w-r-supply contraets,
five were important Army Ordnance contractors (General lotors, Ford, Peth-
lehem Steel, Chrysler, and General Tilectric), wiile the other five were
aireraft manufacturing facilitiesz. Of the remaining ninety tor companies
aporoimately half had large Arry Ordnance contracts, with the other half
made up principally of aircra 't and ship-bnilding catpanies.gzg/

With Army Ordnance contractors so liberally represented among the
group getting the greatest rroportio:z of contracts, it is only reasonable
to assume that they expanded accordingly, through both federal and private
investment. An indication of the degree of this expansion can be gained
from the table bclow, which shows the facilities addied to the thirty
largest carporaiions in the Fabricated lMetal Products Industries during
the period 1940-L5 (See Table 3 on following page). With very few ex-
ceptiors these companies were all highly important holders of nrime Army

Ordnance contracts,

273, Tobid., p. 27.
27k, Tbid., . 29-30.
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Fabricated metal products industries, otiier than zircrart ard snipdbuilading, gross
eapital assets, 1939, and usable vroduction facilitie- added, 1940-45, of 30 largest

corporations.
(Thousands of dollurs)
1 ! - i . -
Gross capital Facilities added, 1940-45 Total usable
Corcoration assets, 1939 . facilitie-,
: Privately Publicly
fine nced financed Total
\ . .
1. General iiotors Corp. 769,1‘;172 93,626 202.926 866,552 1,665,969
2. Ford siotor Co. 5.0,0L0 16,184 355,473 371,657 871,6572
3. ngeral Electric bo. 252,686 85,012 26,120 291,132 : 543,818
4. Chrgsler Corp. o 115,357 9,.55 3C4,2238 313,293 428,650
5, Jestingiouse Electric o iz Co.136,364 37,446 123,367 160,813 297,177
6. Inter:.atic:.al Harverster Co. 207,582 3,646 15C
7. Americar Telephone & Tel. Co. 13&;606 21 _u:p 3'/-8’7253 I;g’ggg 5655,3768
8. Pacrarg Motor Car Co. £ 23] T 29 > "o oo 2,47
5. Berainaviat: c 38,251 5.439 1.2,658 108,097 146, 38€
7. Sendix nvlat.on LOre. 15232 1,766 11C, 554 121,320 1
l.. Generel American Trarspo:- 3 39,553
tation Co. 1216.75 6’956 1391‘ 8,350 132,625
11. JStudeb-ker Corp. ) - N
12. Cortinertzl ifotors Corp. 1z 976 72(; 22.933 73,653 113,529
17, nallis-Clalmers .ifg.Co. (-)28& 332 75747 100,732 108,216
Li. ‘adio Cormuration of imeric:. aa 8ol JE= sl.42 50,198 104, 261
15. A. C. Smith Corp. merier. 8z,874 5,479 15,812 21,291 104,175
33,727 5,879 6C, 327 66,216 99.943
o ;ﬁfm “:1‘”1”::‘0" Corp. 25,079 615 72,725 73,341 98,420
18, American Car and Foundry Co. 3Z’gg§ 11'891 19,584 21,475 98,778
1.. “aterpiliar Tractor Co. BAat gy 22271 &,054 23,325 58,007
2C. Spewry Corp. 2l 1 50.150 63,307 96,477
’ e “ 2,338 85,073 91.629
<i. unitesa wngaineerirg « Found.:: 3,351 15 s
22. 3aliwin Loco:otive Works L2 713 75.656 7,171 87,522
«s. Basington Rard, lnc. i’f;’ 6"’2? 7,375 14,338 79,177
2. ln-..ernz;:és al Business 58:17; ‘B"déz : ‘U‘-;-;ﬁ; 4o, 7le . To,693
lach Corp. ’ » 17,213 75,372
25, 3riggs ..znufacturir; Co. 2
i 41 ,8.,8 6,657 19,107 25,774 67,622
2>.~zerican Loco. .otive Co. .
27. Amarican oSt :el rfoundries 45,957 7.353 13,0C5 2,958 656,915
2¢. Tizken “oller Bearing Co- gézgé 17,"‘“‘ 20,045 33.489 6k, 507
2:. Eudson Motor Car Co. A6‘867 ©,000 12,111 22,111 61,567
0. Zd ard G, Budd lifs. Co. 222,75 6.22 13,370 13,370 60,237
Total v »229 2e,62e 34,857 57,632
o
-$3.10C, 2CC
$ $422,2,0  $2,835,250 §3,257,490 $6, 357,690

1. Excl : i \
cludes those puolicly owned facilfties which are =stimated to be unusable for post;v:.r production

2. 3stimsted
3. Includes only manufacturins facilities.

Econonmic Corcentration and "Jorld ‘Jar II, or.

cit., p. 116.

Table 3. (Source:
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Expansion in Metal Productes Indusiry

The metal produvects industry, which produced the bulk of Army Ord-
nance items, showed a substantial increase in the size of producers, and
in the degree of concentration. While the 100 largest corporations in
the industry owned only 60 percent of the productive facilities in 1939,
they operated 39 perdent of all new privately operated facilities created
in this field during the war, amd, at the end of the war, owned or held
purchase options on 80 percent of all facilities, old and new, in this field,
which were usable for peacetine production.gjj/ Some aporeciation of the
change in concenvration in this industry can be obtained from noting the
fact that in 1939 only 0.3 percent of the concerns in it had more than
2500 employees, and these employed 18.6 percent of the wage-earneps in the
industry to produce 21.2 percent of the industry's production; while in
1915 firms employing 2500 or more amounted to 1.6 percernt of the total,
accounting for L8.3 percent of the wage-earners and turning out 53 percent
of the ‘otal produ.c‘oion.gz—é/ This change compares with a doublinz of the
production facilities of the industiry durirg the warti<e period. It is
estim~ted that the prewar plant of the fabricated metal products industries
anognted to about 6 billions of dollars, while the new, usable-ir-peace-
tire facilities added by wartime expansion amounted to 6,32 billions.ﬂl/
By comparing these figures with those immediateély above pertaining to con-
centration in the industry, it may be observed that the relative increase

representec by the figures on concentration is considerably greater than

275. Ibid., p. 11h.
276. Tbid., p. 11l.
277. Ibid.
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the doubling of the overall total of facilities of the industry. This is
another way of stating that the relative increase of the big manufacturers
was greater than that of the smaller ones. This fact is firther illustrated
by the distribution of employment by size of company when conpared to the
situation before the war and near its end. In September 1939, 35.L percent
of the workers in the industry worked in plants employing less than 499 wage-
earners, 3h.l percent in plants employing from 500 to 9,999 wape-earners,
and 30.2 percent in olants employing 10,000 or more. By December 194l only
16.1 percent of the wage-earners in the industry worked in plants emplecying
199 or less, while 27.5 nercent worked in plants employing 500 to 9,999 and
56,.li percent worked in plants employing 10,000 or more wage-earners.glg/

Expansion in the Automobile Industry

The single industry which produced the greatest dollar value of Ord-
nance materiel is the automobile industry. Products of the industry in-
cluded tan'ts, guns, military transport vehicles, ammunition, and a wide
range of other Army Ordnance items, as well as aircraft and other war pro-
duction., Even before ithe war the automobile industry was noted for the
high degree of concentration found within it.

Giant corporations are typical of the automobile industey.

Alnost 70 percent of the volume of business in 1939 wos done by

corporations with more than £50,000,C00 assets, and another 16

percent by corporations of (18,000,000 to 49,000,000 ascets,279/

Production of auitomobiles and trucks is more concentrated than is pro-

duction in any other major mamufactiring industry. In 1935, 87.3 percent

273. Tbid,

279. TIbid., p. 16,
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of all production was turned out by the four largest copporations, while
the top eight produced a total of 9L.2 percent. Concentration in the pro-
duction of motor vehicle bodies and avtomotive parts was almost as great,
with the four largest producers turning out 69.l: percent of the total,

and the top eight producing 76.8 percent.gég/

The expansion of the facilities of automobile manufacturers during
the war was dramatic. The greatest aggregate expansion of any manufactur-
er during the war was that of General Motors Corporation. This leader in
the aubtornotive field added 793,600,000 worth of privately financed facili-
ties to its holdings during the period 19L0-L5, and operated federally fi-
nanced facilities totaling $£802,900,000. By the end of the war, General
llotors was operating facilities of more than twice the value of its pre-
war plant.gél/ Table L on the followingz page sumnarizes plant e:rpansion
of the eleven leading producers in the antomotiwe field,

In addition to the automobile manufacturing companies, the producers
of auvtomobile parts and equipment were also important holders of prime
Army Ordnance contracts, In this industry, also, the amount of addition
to facilities as a result of war contracts was dramatic, in one case
bringing the post-war value of facilities to a total 15 times as great as
the pre-war assets of the company. Table 5 on page 196 summarizes the ex-
pansion of this industry during the war period.

Though all of the facilities produced during the wartime expansion

were not adaptable to neacetime production, the portions financed privately

230, Ibid.

28’1. Ibid. ’ p. 150.
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can be assuned to be completely adaptable to ordinary civilian production.
In addition, it is reasonable to conéiude that the prime contractors oper-
ating govermment-financed facilities would have a clear understanding as

to what parts of such facilities they might want, and also have the Tirst
chance at obtaining them. In general, the war-constructed capacity would
tend to remain in the hands of automotive producers because of the oppor-
tunities open to them for retaining them, and because as a group they were
nore likely to be able to provide the necessary capital than many other
grouns. In 19L6 the following comment was made regarding the probable dis-
vosition of the war-constructed facilities in use by the automobile indus-

3
[Vaan'a

)
1

The facilities in the automotive industry are readily con-
vertible, possess efficient assembly-line facilities, represent
a2 huzh public invesiment, and can be used to produce a variety
of consumers! durable goods, of which automobiles are only one
possibility. The major automobile companies can afford to by
or lease them. {e....) The Dossibility of other "outsiders"
takinzs over similar facilities is, in part, limited by the
anount of capital required.232/

Committees in Automobile Industry

The autoriobile man . facturcrs, and the producers of automotive varts
and equipment, were members of the various industry integration committees
in accordance with the particular items for which they contracted. The
narrow definition of the tera "industry" as used with regard to the com-
nittees (see page 53 above) resulted in a situation wherein a single mamu-
factarer might be a member of numerous integration committees. However,

committee activity was carried on by those corporation nersonnel who were

282, Tbid., p. 153.
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directly concerned with the item integrated, thus placing it on a commodity
rather than a functional basis. The result of such participation, however,
was the building up of a fund of k‘powledge concerning the facilities, both
pre-war and wartime, of competitors and potential competitors in the fields
of primary interest to the participating manufacturers. There was ample
opportunity and information for the manufacturers holdinz Army Ordnance
contracts o compare their facilities with those of others, and to avply
this !mowledge to their plans for the post-war neriod.

Difficult to Assess Committeec Influence on Expansion

The fact that industry integration committees were organized around
the production of one item, or a very limited group of closely related items,
makes the problem of identifying their exact role with regard to the ex-
pansion of industry very dif icult. In a great nunber of cases a single
corporation held a variety of contracts, each requiring membership on a
separate integration committee. 1In others, thouzh the corroration might
have contracted far only a single itemn, that item was of a2 wartime nature
only, and the corporation's postwar plamming wonld include the necessary
shifting from the wartime to a peacetime item. Though the iformation,
relationshipns, and experience obtained from participation in integration
cormittee activities would be basic to the forrmlation of their postwar
programs, these corporations actually expanded around and zbove the faci-
lities with which they worked during Vorld War II. Their planning was neces-
sarily on a broader and more inclusive basis than that delineated by inte-
gration commitiee experience, and their postwar expansion, though doubt-

less owing much to information obtained from cormittee participation, can
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not be properly viewed as resulting primarily from such participation,

In general, contractors in the fields of primary Army Ordnance inter-
est, such as the metals fabricating industry, were marked by a dramatic
degree of wartime expansion., Varying but substantial percentages of the
facilities created in this wartime expansion were adaptable to peacetime
production, and the tendency was for the contractor most directly con-
cerned with that particular facility to take it over., Often ownershin of
government-financed facilities was obtained under highly favorable terms,

Certain facilities, such as those bvrilt specifically for the vroduc-
tion of explosives, and for the loading of ammunition, were strictly of a
war production nature., Plants built to make TNT or smokeless powder can-
not generally be modified by practical means to produce peacetime vroducts,
The saie is true ol assembly plants built for the assemblin - and loading
of ammunition. However, some of the tools and equipment of such nlants are
of the zeneral purpose type. In the disposal of surplus government material
a'ter the war, many of the machine tools, vehicles, and other such non-sneci-
alized egquipment of the explosives works and loading plants were sold, and
the prime contractor who had operated the plant in which they were used was
in a position to know better than amiyone else the value of such equipment,
and to lknmow when, where and on what terms it wes being offered.

The prime contractors, and the larger mamfacturers in general, were
also most likely to be called upon to maintain the facilities which the
zovernment decided to retein in a "sitandby" cordition., It became a poliey
Tor the Army Ordnance authorities to contract with some private manufacturer

to naintain the buildings and equiobment of the reserve plant:s in such con-




200

dition that the plants could be nlaced in production on relatively short
notice. This required a consideratle organization at many of the plants,
as the plants freq-ently represented investments of more than a hundred
million dollars per plant, and often consisted of hundreds of buildings
located on tracts many thousands of acres in extent. ‘/hen wartime prime
contractors accepted a standby maintenance contract of this type, they

were in eflect e:pandinz their ooerations as compared to their prewar scope.
In addition, they could be certain that their presence in the plant to
carry out the maintenance job would be an excellent entree into the role

of »rime contractor to operate the plant on a full-scale basis should

the need for reopeninz the plant ever again arise.
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Chapter 13

The Stimulation of Industrial Progress

We have examined various aspects of the background, formation, history
and performance of industry integration committees in the tuwelve chapters
of the three previous sections, and have considered their relationship to
small business and to the apparent tendency toward increasing economic con-
centration. In the present section we will place the commitiee in a broad
relationship to the economy as one of the tools for stimilating industrial
orozress. We will examine the opinions of some important participants in
the commitltee program in an attempt to gain a general understandinz of their
valae to the nation, and in a final chapter we will discuss the committee
device as a permanent factor in the industrial mobilization planning of

the natisn.

Pressiures of War Foster Improvements

It has long been recognized that warfare is not wholly negative. When
large vortions of the London sluns were destroyed by German bombs, the re-
b1ilding tended to consist of a better type housing than that destroyed,
ard probably little short of war could have caused the razing of many such
areas, Jar is likewise recognized as a stimulus to improvement in many
other fields == medical, azricultural, miningz, manufacturing and almost
every branch of economic and social activity feels its spur. In some, the

impetus comes from patriotic feeling, or a2 desire to help a particular
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cause. But in most fields of activity, the stimulus which war gives is the
stimulus of money, and of what money means in terms of manpower, equipment
and facilities.

The histary of almost any item of military equipment in World War IT
is a history of improvement in the item, and in the processes for making
it. During peacetime, when military items were produced in small quanti-
ties for relatively non-critical uses there was no great pressure to improve
them, and few critical eyes of industrial experts from private industry ex-
anining them with the idea of improvemeni, With the coming of war, require-
ments for military items assurmed astronomical proportions, and private in-
dustry had the responsibility for producing the magor share of them.
Though private indusiry hac been consulted in some degree during the indus-
trial mobilization planning of the 1820s and 1530s, the actval degree of
cooperation on specific production problens had not been zreat, Only educa-
tional orders, or pilot line activities involving actual production engin-
eering, could appro:iimate the conditions of mass production, ard the money
expended for this practical type of preparation for war production had been
very limited,

From 1939 on, private industry was exposed at an increasing rate to
the reguirements for producticn of military items, and the problems invol-
ved. Iloney became available in rapidly increasing amounts, and when war
finally was declared, the floodgates opened. In speaking of the sudden
availability of funds to one sector of manufacturing -- the automobile in-
dustry -- Mr, Nelson declares: "The Armed Services, which had been picking

gingerly at this industrial colossus, prior to Pearl Harbor, completely
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enveloped it, and in only a few weeks its orders totzled about
?lb,OO0,000,000."géé/

If we use the automobile indusiry as an example of American industry
as a2 whole, and in the field of Army Ordnance production it is certainly
the most significant on both a dollar and a volume basis, we find it a
logical source for improvement in the de&ign and in the production methods
for making almost any metal fabricated item, "The industry has undoubtedly
the greatest reservoir of technical and me¢hanical talent, the greatest
pool of inventive skills, ever assembled."g§£/ Here was a closely knit
industry, to a considerable extent concentrated geographically, which was
accustoned to solving design and production problems in a competitive in-

dustry.

There were several zood reasons why the motor magnates and
the scientific sorcerers who worit for them were able to outnro-
duce tre Germans and the Japs:

The first is a2 technical reason, mass production amnd
stendardization, refined here beyond anythins conceivable in the
rest of the world.

The second is that they learned how to cooperate, ex-
crhange patents, and get alonz in friendly fashion, despite the
hot conpetition which always existed.

The third is the competition itself, which went on in
spite of the association type of fraternalism. The companies'
comnetitive instinect was so great that when war busiress came
alonz and the firms were no longer competing with one another
for the favor of the public, they continued to compete in their
efforts to set production recorés, and in the excellence of
their products.

The fourth is the unbelievable skill of their corps

283. Yelson, Arsenal of Democracy, op. cit., p. 217.

28)»'4 Rido’ De 212.
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of technicians, to whom a problem was exciting in itself, whether
it involved new automobile gadgets or a new principle in the con-
struction of guns or shells or plane parts or marine engines.
Probably the world has never witnessed such a pouwerhouse of tech-
nical brilliance, training and insviration.285/

Improveménts Resulted from Combined Action

It is not difficult to cite numerous instances of improvements in de-
sign, manufacturing short-cuts, substitutions of more available materials
or simpler processes, and similar benefits which the automobile industry
was sble to contribute to improve war production whenever it was given a
job to do in World War II. When the scientific and engineering knowledge
of the industry was focussed, by means of money and conpetitive spirit and
patriotism, on a particular requirement, the result was almost always a
quick and effective solution of the problems involved, Mr. Nelson cites
a few of the progressive ideas which were wroduced by members of the Air-
craft Bngine Committee of the Automotive Council for War Production:

Centrifugal casting of cylinder barrels as a replacement

of forging, a me#thod which, pioneered a-d perfected by one auto-

motive company, has been offered to all companies as a means of

speeding production, conserving scarce steél, and releasing hard-
to-get forging equipment to other war tasks.

A general sharing of aluminum foundry techniques which,
developed by one company, have widened a serious bottleneck in

the casting of an air-cooled engine cylinder head by reducing

foundry scrap losses from a former average of 50 percent to

the present average of less than six percent.

The development of a coolant method which, used in grinding

outside diameters of pistons, improved surface finish 100 percent
and extended grinding wheel life 1,000 percent.286/

285, Tbid., p. 213.
286, Ibid., p. 229.
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Our war effort was marked by thousands upon thousands of achieve-
ments such as these =- some, of slight importance to the overall war effort,
others of great importance. Speaking before the Industrial College of the
Armed Forces in November, 19L,8, General Brehon Somervell, who headed the
overall Amy procurement program in World War II, stressed the great signi-
ficance of invention and improvement made during the war by the manufactur-
ers who were actually engaged in procduction on the very items tiey were
i:‘.mproving.?—sj-/ To General Somervell and many others the ability to con-
stantly improve nroduction efficiency was one of the great industrial a-

chieverents of the war.

Improvements Not Stimulated in Germarny

The mediwm within which American industry workec, and which was so
favorable to the growth of new ideas and to progressive develovments in the
fields of munitions production, was a different one from that in which the
German scientific and industrial effort was being murtured. Actually, tne
Germans had a considerable head start on the rest of the other nations,
"for the Nazi state harnessed its energies to the preparations for war long
before our nation awoke from its daydreams of eternal peace".-z-a-g/ As a
result of the concentration on preparation for a coming war, the Germans
made great progress in the development of new ideas. The number and vari-
ety of the projects which they undertool: is astounding to those who study

them now. For example, in 19l the German scientists were working on

287. Brehon Somervell, Concurrent Planning by Industry, Washington:
Industrial College of the Armed Forces, November, 19,3, p. 15.

288, Hanson W, Baldwin, The Price of Power, New York: Harper and
Brothers, 1918, p. 221.
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eleven different principles for the proximity sensing system of a proxi=-

mity fuze for artillery projectiles and bombs, and more than 35 separate

2§2/ This variety and volume is

fuzes of this type were being developed.
typical of other items on which intensive development work was being carried
forward. "In nearly every field of the application of science to the bat-
tlefield -- that is, in research and development arplied to weapons =-- the
Germans, in the last war, were well ahead of us."ggg/

Fortunately for the allied world, the abilities ol German scientists
and engineers were almost completely frustrated by those who controlled
them. The contrast between conditions under which the Germans worked, and
those which existed in our country, can be clearly noted by examining the
record of the development of the atomic bomb,

The atomic bomb, it is too easy to forget, represented

chiefly a triumph of American organizational talent and pro-

duction know—hov, the scientific synth351s which had to precede

the engineering anc developrment work was in large measure the

product of the minds oi foreign-born scientists. 291/

In describing the American effort to produce the atamic bomb, Dr.
Vannevar Bush, referring to the mamer in which the various organizations
concerned with the develomment of the weapon functioned, writes:

If certain physicists thought the organizatién was func-

tioning badly in certain respects, they could walk in on the

civilian who headed that aspect of the effort and tell him so in

no uncertain terms. They not only could, they most certainly

did; and the point is that there was no rancor, and old friend-

SthS were not destroyed in the process. If civilians and mili-
tary disagreed, as they often did, there were tables about which

269. German Proximity Fuze Develovment, Department of Ordnance, U.
S. Military Acadeny, West Point, lew York, 1950, pPe 1.

290, Leslie E. Simon, German Research in World War II, New York:
John Wiley & Sons, 1947, as cited in Baldwin, The Price of Power, oo. cit.,

p. 221.

291. Baldwin, The Price of Power, op. cit., ». 221.
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they could gather and argue it out. Punches did not need to be
pulled, and no one kept glancing over his shoulder. (ee...) If
a young scientist had an idea he did not have to pass’it through
a dozen formal echelons and wait a year; he could talk it over
with his fellows and with superiors of accepted eminence in his
own field and be sure it would be weighed with unbiased judgment

by men of competence,292/
This approach to the serious business of wnroducing the atomic bomb, or of
other weapons of war, proved its effectiveness as history shows. Cooper-
ation, informality, tolerance, an attempt to understand the point of view
of another, are significant aspects of the unified program which gave us
such truly decisive weapons as the atomic bomb and the proximity fuze. Yet
the Germans, who started far ahead o7 us in both the atomic weapon and
proxinity fuze fields, never approached having either item ready for bat-
tle use,

Germans Handcuffed by Lack of Cooperation

The German failure to progress rapidly was not attributatle to borb
damace or to shortages of materials or personnel. It was not a result of
laclk of interest, for the obsession of Hitler with the concept of a deci-
sive secret weapon was known internationally. The failure resulted from
the absence of the very elements which were bringing success to the Allied
cause, The scientists and engineers engaged in the German develonment
programs were faced with a lack of understanding by the people above them,
and with a lack of effort on the part of those people to understand. They
were denied cooperation. They were subjected to rigid and senseless for-

mality. They were frustrated by ignorance and intolerance, in describing

292, Vannevar Bush, Modern Arms and Free Men, New York: OSimon and
Schuster, 19L9, p. 206.
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the reasons for the failure of the German scientists and engineers to make
more progress in their efforts to develon an atomic weapon, Dr. Bush writes:

A perusal of the account of German war organization shows
the reason. That organization was an abortion and a caricature,
Parallel agencies were given overlapping power, stole one an-
other's materials and men, and jockeyed for position by all the
arts of palace intrigue, incommoops with chests full of medals,
adept at those arts, nresided over organizations concerning
wnose arfairs they were morons. Commnications between sci-
entists and the military were highly forual, at arm's len—sth,
at the hizhest echelons only, and scientists were banned from
2ll real military lmowledge and particination. Undoubtedly the
young physicist who penetrated to the auzgust presence of the
llerr Doktor Geheimrat Professor said ja emphatically and bowed
himself out, if he did not actually suck air through his teeth.
The whole affair was shot throuzh with susoicion, intrigue,
arvitrary power, formalism, as will be all systems that depend
for their form and functioning upon the nod of a dictator. It
did not get them to first base in the attempt to make an atomic

borb.293/

Americans Stirmilated Cooneration

The American concept of industry-government cooperation, as exempli-
Tied by the Army Ordnance industry integration committees, wrovided the
effective pattern for development and production of military items taat
was missing in Germany. As was pnreviously noted (see pages L1-L2 above)
the Germans were not all unaware of their errors, and Albert Speer tried
to remedy the situvation with some success., Yet the overall aspect of the
German development and production effort was marked by the unfavorable
system described by Dr. Bush. Even in the American war effort, not all
nroducers had been properly organized for effective cooveration in the
overall production effort. Commenting on the effectiveness o the mili-

tary services as the executing agencies of economic mobilization, HMr,

293. TIbid., pp. 207-203. See also leslie E. Simon, German Research
i Yorld Jar II, lew York: Joha Wiley % Sons, 1947, Chapter V.
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Baldwin writes:
The Army, particularly Army Ordnance, which is the real

"father" of modern industrial mobilization, has learned its

lesson well, and the surface navy also has learned through

bitter experience. Both are well organized to take advantage

of the talent and ability of industry (.....) But the U. S.

Air Force in particular and the Navy's air arm have lent

chiefly lip service to economic mobilization.29l/
In the above citation, Mr. Baldwin was discussing the situation after
World War IT, when intecration committees were no longer authorized, but
the industrial mobilization wnlanning of the Army and the surface lavy
contimed to stress friendly and cooperative relationships with industry
as a basic requirement for intellisent e:pansion in time of war. This
coonerative apnraach contrasted sharnly with that of the air services,
wno "have been jealous of too much civilian influence".ggé/ Hr, Baldwin
goes on to quote Mr, H, H, Rosenheim, Former director of the Industrial
Preparedness Staff of the Air liateriel Cormand, in testimony given in late
195i7 before the President's Air Policy Commission:

Not a single industrial a-‘visory commititee has been created

by the Air Force for the tr-mendous job of mobilizins one third

of this natién's industrial capacity (the estimated amount needed

to support our air forces in war), nor is one single representa-

tive of industry now on duty in a responsible capacity either at

Air Torce Headquarters or at the Command responsible for industri-

al mobilization -- Air Materiel Command at Wn.izht Field.296/

This non-cooperative attitude of the air services was dovbtless more
narked at the particular period between World War IT and the Korean con-

flict than at any other time, and is cited here only as an example of the

easc with which an attitude of non-cooperation can grow up. For such an

29}:, Baldwin, The Price of Power, op. cit., p. 2L9.

‘e

295, Tbid., p. 2L5.

296, TIbid.
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attitude to become the accepted relationship between the military services
and industry would be disasterous to economic mobilization planning.

Civilian, not military, control must guide economic mobi-
lization in war and in peace. This does not mean the exclusion
of the military from economic motilization; no plan that does
not include the military and sive great weight to their programs,
policies and opinions will work. The military must have a big
voice in the "What, when and where" of the program; the civilian
must decide the "how". In the strictést sense economic mobiliza-
tion is the product of civilian and military teamwork. But in
the final analysis the civilian must predominate.297/

The Science-Indus try=Govermment Tean
TrL

The teamwork of science, industry and govermment which was a character-
istic of World War IT made possible the Allied victory. "The big factories,
rather than the big battalioné were the principal architects of wvictory in
“lorld War II,"ggé/ and the big factories were the fruit of scientific re-
search and engineering development aprlied intelligently to the output of
war materiel. The constant improvements in methods, techniques, and in the
items themselves were an additional fr-it of this cooperating group, It is
highly questionable if the U.S,S,B. has anything that can approach the
developmental and productive ability that has shown itself to be character-

istic of the American system at war,

The type of pyramidal totalitarian regime that the Com-
munists have centered in Moscow is an exceedingly powerful agency
for cold war. It is capable of holding great masses of people
in subjugation, indoctrinating ther: in it:s tenets, and marshal-
ing them against the free world. It can force its people to
enormous sacrifice and thus build great quantities of materials
of war. It can educate large numbers of men and women in sci-
ence and engineering, construct far-flung institutes, mechanize
agric:lture, and ultimately create mass production of the manie-
fold things it needs. But it is not adanted for effective per-

297. 1Ibid., p. 239.
298, Ibid., p. 233.
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formance in pioneering fields, either in basic science or in

involved and novel applications. It has many of the faults of

the German dictatorship, magnified to the nth degree. Hence

it is likely to produce great mistakes and great abortions.299/

The genius of the United States for "nroduction enzineering" is an
internationally recognized phenomenon. Two famous examples from the ei-
perience in World War IT are often cited to exemplify this char-acteristic.
In the case of both the proximity fuze and the atomic bomb, variois other
nations were known to have had the basic knowledge required for produc-
tion of the item, but they were unable to sroduce it as a military weanon.
In the case of the radio proximity fuze for artillery ammunition, the fuze,
which is less than three inches in diameter at its wides vart, and less
than nine inches long, rust contain a miniature radio transmitting and re-
ceiving station, in addition to many other comnlicated mechanisms., The
nroduction of radio tubes small enouzh to be used in this system, and
still strong enouzh to withstand the ~7igantic forces which are enzendered
when the fuze is fired as sart of an artillery projectile, was one of the
great triumphs of American design and production engineering. "An indi-
cation of the significance of this achievement is obtained from the record
of the German attempis to build proximity fuzes. So insurmountable did
they consider the problems of designing a radio tube which could be fired
from a gun that they decided the outlook was honeless and never tried it,
although they attempted all sorts of other proximity devices which ulti-

mately proved inadequate."zgg/ Such dramatic accomplishments made possible

299, Bush, Modern Arms and Free lMen, op. cit., p. 209.

300. Chester H, Page and Allen V, Astin, "Survey of Proximity Fuze
Nevelopment", American Journal of Physics, March-April 1947, pe. 99.
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the really great "secret weapons" of World War II, and they were repeated
at 2ll levels and in varying degrees of importance with regard to thousands

of other items of military equipment in that war.

The "Improvement Factor" Adds to Nation's Strength

The factor demonstrated by American scientists and enzineers to do
the impossible, or to do the possible quicker, and in greater quantity, is
one of the great assets of the nation in any mobilization effort. It is a
tangible factor, but not so tangible that it can be measured. However, any
carefully drawn estimate of productive output gould safely contain a plus
allowance ior the contribution of this improvement or tingenuity" factor
to the ultimate result. For example, if in military production planning
foar an item of armmnition, the planners conclude that with known tools,
equipment and methods they could turn out 100,000 units monthly, it can
safely be assumed that if actual production schedules were let for such an

iten, and production started, then very soon the rate would be 100,007 units

monthly plus some additional ones. The added production would result from

the improvements made when the technicians and engineers began to e:xamine
the perfarinance of equipment and effectiveness of methods in an actual mass

oroduction sit-ation. This was almost invariably the e:serience in Torld

war IT, and rare, indeed, was the situation in which production rates set

o a reasonable basis were not quickly exceeded as a result ol such progress.

this plus factor became so great in the TNT industry, as mentioned previously,

that from 1913 on there was extensive overcanacity in existence in that in-
dustry. It is probable that a nlus factor of 10 percent could be safely

allowed for almost all types of production which, under mobilization, would
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suddenly be brought under the powerful focus of the talents of the engineers,
technicians and production experts.

The verpetuation of this characteristic is of great importance. In
time of actual industrial mobilization, the integration commitiee aifords
an ideal agency for its encouragement and development. Within the commit-
tee the experts of industry are brought into direct contact with the pro-
blems pertaining to a particular item. If the solution is possible within
tiiemselves, they can discover it and make it available to 211 others in the
program, JIf they require help from outside, and perhaps from above through
agencies of the government, the Aritr Ordnance representatives on the com-
mittee stand ready to carry the nmatiler to those arcencies.

Who Owns the Righus to the Improvements?

With regard to the new developments and advances made during a mobi-
lization or war oroduction effort, there is the serious question of who
shall obtain the proorietary rignts in the new technology.

The rapid e:mansion of industrial production to meet mobilization
demands requires the employment of the bect available technolozies
by all producers. ihere technolory is subject to the nrovrietary
rizhts of the government, no serious difficulties are encountered
in opening it to the widest possitls use, ilowever, since much of
tlie technolosy is the property of private corporations, others may
be execlided from employinz 11,301
“lorll Yiar II, thc Department of Justice attemited w make available
o manufacturers participating in the mobilization efort as much as nossible
~ 1.

0 the privately-owned technolory and patent interests which were periinent

to the iterms that were being produced for the governnent. Ther< was come

301, Report of Attorney General Pursuant to Section 705{e), iLct of
1550, December 7, 1950, op. Cit., D. 15.
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success in obtaining and using this information during the war, but of
course the non-proprietary users of the patents could produce under them
only for govermment orders.

There is reason to believe that to some degree the manner in which
zoverment support was given to research and develorment activities during
the war increased the concentration of important patents in the hands of
the larger corporations. With almost 2,000 industrial organizations re-
ceiving contracts for research, tne ten largest corporations received 37

vercent of the funds alloted, and the sirty largest received 65 percent

of the total .ﬁ/

The larger companies, supported by government funds, were
able to expand their research organizations, maintain their labora-
tories, and prepare ior a strong program of industrial rcaearch
after the war. Moreover, many of the contracts under which the
researcnh was conducted permitted the new technologies to becone
the promnerty of the contractor, subject only to the governnent's
right to a royalty-free license to use the inventicn or to have
it used by those supplying the government with the product. It
has been estimated that during World War IT more than 90 percent
of the contracts made between government agencies and nrivate
firms for scientific research and developnent gave the ownersi:ip
of any resulting patents to the contractor.203/

The problem indicated above was the subject of concern by the Attorney

General, who made the followingz comment regarding the matter in a report

to the President.

Where patentzble irventions are mace in the course of rer-
forming a Government-financed contract for research and develop-
ment, the public interest req-ires that all rigzhts to such in-
ventions be assigned to the Govermment and not left to the pri-

302, Economic Concentration and World War II, op. cit., ». 52.

303. Report of Attorney General Pursuant to Section 703(e), Act of
1950, December 7, 1950, op. cit., po. 16-17,
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vate ownership of the contractor. Public control will assure free
and equal availability of the inventions to American ind: wstry and
science; will eliminate any competitive advantaze to the contrac-
tor chosen to perform the research work; will avoid undie concen-
tration of economic power in the hands 01 a few large corporations;
will tend to increase and diversify available research facilities
within the United States to the advantage of the Government and

of the national econory; and will thus strengthen our Americsn
system of free, competitive enterprise,30l/

Some such provision is doubtless necessary to assure distribution of the
fruits of wartime develonment to industry as a whole. However, it should
be recornized that too extreme a policy in this direction might take some
of the incentive for development away from industry, and result in serious
detrimental effects on a mobilization effort. A policy that adversely
affected the "ingenuity factor" might be a very expensive one in terms of

the national security.

30L;. United States Department of Justice, Investigation of Government
Patent Practices and Policies, Final Zeport, Vol. 1, May, 1947, p. K., as
cited in Report of Attorney Ceneral Pursuant to Section 700(3), Act of 1950,

December 7, 1950, op. cit., p. 17.




Chapter 1l

Value of Committees as Seen bn Particivants

In the previous chapter we noted the fact that war tends to stirmlate
technological progress. In comparing the government-industry cooperation
stimilated by our policies with the lackx of it found in Germany, we noted
a sharp contrast in the progress made under the two different systems,

Our system appears to result in a definite "improvement" or "ingenuity"

factor upor. which we can rely as long as our policy of stimulation con-

tinues, and a suitable device for accornlishing thics was seen to be the

intczration committee. In the present chapter, we will examine a number
of opinions of committee operation, as presented by individvals actually
varticipating in committee activities.

Some Favorable Opinions of Committee Operations

The value of industry integration committees as devices for in-
creasine the e*fectiveness of the industrial plant in mobilization for
Jorld War II has been cormented on by a great many individuals who parti-
cipated in the program, These comments are so overwhelmingly favorable
that only a few typical examples will be cited here, General Canpbell,
who championed the idea from its conrception, writes:

It would be difficult to estimate how much addi tional
sroduction was won at a very critical tire and how many hundreds

of millions of dollars were saved by various industrial groups

throngh integration. (+....) Ordnance could not have met its
constantly changing and fluctuating requirements without the

217
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extreme flexibility af ‘orded by this grouping of contractors,
Specifically, the various integration committees made it nos-
sible to turn out thousands of units above and beyond indivi-
dually rated nlant capacities,305/

In cormenting on the valve of the 105 millimeter Shell Committee, one
shell manufacturinz plant manager made the following points:

1. Through performance and capacity data compiled by the
Committee maximum production with minimum facility require-
rnents was accomnlished,

2. Comnittee recommendations for schedule increases and
decreases resulted in a proper balance of component nart pro-
duction as required by the Service Forces with a minimum of
manpower and equipment turnover,

3. Through the Committee skill and knowledge of experi-
enced manufactirers was made available o new mamifacturers.

li. Up-to-date material and eguipment inventory records,
as maintained by the Committee, made possible drastic and ra-
pid changes in production rates.

5. The committee's correlation of facility recommendations
and requirements accelerated Ordnance Department disposition of
such requests. -

6. Comnittee recommendations of possible subcontractor
sources of supply often resulted in "ahead of schedule" .ilot
lots of new comnonents.,

7. Committee standardization of materials permittied a
higher production rate, as well as a more f{lexivle market for
nrocured comvonents.

8. The Committee, through its members, made available to
the Ordnance Department the skill and experience of the entire
industry permitting a fast and accurate solution to many pro-
duction, procurement and engineering problems,

9, An exchange of experience and knowledge within the
Committee and between the Committee and the Ordnance Jepart-
ment provided a better underctanding oi requirements and pro-

305. Campbell, Industry-Ordnance Team, op. cit., pp. 117-118.
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blens of the entire Ordnance nrocran,

10. Advance nctice of engineering chan-es as furnished
Tacilities by the Committes Orcnarce Eepresentatives were nelp-
ful.

1l. The raw material and procured compmnent allocation
activity of the Commit*ee Ordnance 0fficer raterially assisted
in our supply program.306/

Another Division of General Motors Cor-oration offered the followinz

comient on its experience:

As a result o7 working with Industry Integra<ion Comriitiees,
Clcsrobile believes that the Commitiee functions have -Hlayed an
important part in keesing a’l facilities producing to best ad-
vantage, Throv h standardization of materials and the alloca-
tion of materials they have helned maintain an even Tlow of Sro-
duction. Wwhen preograms have Iluctuatel, dve to chanzins needs,
they have helped preserve an even balance. “Then new Tacilities
have been broucht in, to auzment the work of facilitiec already

in production, the Commitiees have enabled the new man:factirers
©o reach volume output nore zuickly.307/

Ba)

— .

n writing about the ermerience of tre fulova Watch Comramy with integra-

tion coittees coverinz the mam Tactore of a runi tion fuzes, a comnary

cfieizal declared:

I am certain that 80 to 90 percent of -rine contractors
world never have met their —~roduction cormitments has it not been
for the efforts of the Industry Inte—ration Committees. Invari-
ably, twe or threc corpanies mamifacturins a snecific item "lead
the parade™ an” become the source of inforration for the remaining

orime contractors.308/

Another imwortant orime contractor considered the comrmittee device

306, ¥. ¥. Eowe, Plan: Manager, Chevrolet Shell Divieion, General
.overcs Corporation, St. Louis, to Zeneral =, I, Hardy, OfTice of the Chief
0. Ordnance, WaBRington, D.C., letter dated June 22, 1945. Cn file in
Fistorical Section, Office of the Chie” of Ordnance.

307. Eldredge, Eeport Relative to Ammnition Comuittee, or. cit., p. 3.

305. A. Shayne, Chiel Engineer and General Manager, 3ulova watch Co.,
~hiladelphia, to Generzl R, E, Hardy, Office of the Chie® of Ordnance s letter
cated June 8, 19L5. On file in Historical Section, Oflice of Ch. of Ord.
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a rmeans toward more effective munitions production primarily because of
its ability to save time.

In my experience, the formation and overation of the In-
dustry Integration Committees have been very heloful to indus-
try in the tremendous task of supplying the neeessary material
for our armed forces. It is my ooinion that some of the things
handled by the commitiees would have been accomplished in time
by industry, because the task was one of mutual responsibility.
However, the time saved by the committees in arriving at satis-
factory production results was astounding in some cases. The
commitiees brou:ht together all the "doers" of industry. The
frec exchange of ideas together with plant visitations nut 2ll
time-and-money-sating thoushts into aliost immediate operation.309/

Manufacturer Wishes Other Services had Used Com:ittees

The fact that integra-‘ion comidtitee organization was peculiar to the
Armry Ordnance Department macde it possible for manufacturers who hel? con-
tracts with both Army Ordnance ani other military services to contrast
their relative effectiveness. An official of Gerersl FTlectric X-Ray
Cornoration, which had such contracts, made the following pertinent com-
nent:

we like to believe that we did our Jjob well but we have
never been slow abo-t admitting and will always be rezdy to
ccncede that the job was made easy for us by the assistance
which we received from the Remote Control Systems Committee.

“lc have also built power tubes for Navy, Signal Corps,
and some of the other services and to do this, had to enlarge
our vacuum tube facilities consideraily. During the early
stages of the develooment and manufacture of these tubes, we
often wricshed that the other services had organized committees
similar to the e ote Control Systens Comnittee which had been
organized vy the Army Ordnance, It would have helped us to
get under way sooner than we did.é;g/

309, L. %, Jensen, General Superintendent, George D, Roper Corp., Rock-
Tord, T1linois to General R. E, Hardy, Office ol the Chief of Ordnance, letter
dated June 13, 19L5. On file in Historical Section, Office of Ch. of Ord.

310, T. E. Scheven, Factory ilanager, General Electric X-Ray Corp., to
. C. Hone, Assistant Chairman, Remote Control Systems Commitiee, letter
dated June 2, 1945. On file in Historieal Section, Office of Ch. ol Ord.

9]
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Committee-Inspired Peacetime Relatiomships

Mamy of the participants in the Industry-Ordnance teamvork which was
exemplified by the integration cormittees were impressed by the possibili-
ties which relationshins of a similar sort during peacétime could offer
for the improvement of industrial efficiency. The unique opportunities
which were afforded fo- mamifactirers to obtain information avout each
obther which was normially not available, and the atmosnohere of mutral as-

sistance and cooperation which grew up, caused many to advocate a continu-

Th

ation of such relationships under a vceacetime sitnation. hough the legal

asis for such cooperation ended with t'.e war, a ceneral desire for a

neacetime counter-part was freqsently cimressed, In discussing the oprr-

the Mobile Carriace and “ccoil Hechanism Cormittes, the historian

fTor the committee states:

learned better predction nethods, made new indusirizl friends,
an? discovered thelir own wealknesses. ‘Thetier the wholehenried
cooperation will contime into ~escetime rroduction is problena-
tical, but indusiry as a whole has been temporarily, zt least,
brousht near the level of the best in the land.311/

All the ind-stry nebers g-inec by the associaticn. They

That there was an act:al tendency for the committee-type relationshiops
continre was indicated by the experience a 'ter the inactivation of the

;13 scellaneous Cannon Cormiittee. After surming up the signilicant activities

of thot cormittes in improvinz the production situation, the historian of

the covmidlttee writes:

The permanent value of this Ind strr=Ordnance temrwork is
further attested to by the fact that even in cases where an
Industry Intezration Commitiee is no longer active, the Iricndly
relationship develored among tie manfifacturers during tne life of

cit.,

311. Gerstacker, Mobile Carriage /- Recoil Mechanism Cormmittee, op.

~. 15,
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the Committee still exists; and furthermore is being main-

tained by the former Committee member firms through the exchange

of raw material, finished parts and other helnful information.312/

One manvfacturer brought to the attention of the Army Ordnance Depart-
rient the fact that there was an active interest in applying the integration
cormitltee principles on the part of trade associations with which his lirm
was comnected.

You may be interested in knowing that in the past month,

in connection with two indusiries with which we are associated,

during discussions of post war trade association activities, the

ap~lication of Army Ordnance Integration Cormittee principles

to post war industry activities has been discussed,

In both cases, it was pointed out that the interchange of
production information, problems and methods on a2 scale not

practiced before the war should be practiced after the war in

view of the results you obtained during the emergency period.glz/

The restraint of trade and monopoly implications of commitiee activi-
ties in peacetime are such that they crc not consistent with the present
antitrust legislation of the country. However, it is only reasonable to
assurie that there will contimue to be a closer contact and association
emong the mamufacturers who participated in a joint effort to produce an
item of war equipment than existed before they had met and worked on such
cormon ground. The friendships and acquaintanceships which were formed,
and the knowledge of each other's facilities which was obtained, cannot

heln but result in closer cooperatior. The historian of the Feavy liobile

Carriaze Committee enmumerated a number of peacetime benefits which industry

312. Activities of liiscellaneous Cannon Committee, op. cit., po. 12-13,

313. Frank E. Shumann, President, Lehigh <oundries, Inc., Easton,
Penn., to Qffice of the Chief of Ordnance. Lettier dated May 12, 19L5.
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gained as a result of the wartime participation in integration cormittees.

Industry has derived some benefits fro- Committee activi-
ties which will be hel-ful to them long after the production of
Artillery has ceased to be its nunber one problem, The Industry
Cormittee has gotten manufactsrers together and has taught them
the valvue of the interchange of knowledge on manufacturing and
engineering techniques, which result in the improvement of the
Industry as a whole, Some examples of the value of this type of
cooperation are as follows:

a. The ado~tion of uniform standards of finish;

b. The adoption of uniform procedures relating to draw-
ings and specifications;

c. The dissemination of knowledse on manufacturing tech-
niques, such as improvement in cubbing tools, improved design
of holding fixtures and jigs, the creation of new and more
powerful machine tools for the utilization of improved cutters;

de The dissemination of knowledge relating to prod.action
control systems made necessary by the exacting Ordnance Department
requirement for meeting schedules,

In efiect, the Industry Committee has made it possible to tale
the best thinking fron Ordnance and from each of the individual
contractars and make this knowledge available to all. This has
resulted in a vast improvement in the Industry-Ordnance teamwork
and will result in a higher level of industry efficiency and co-
operation throughout the -eace neriod.31l/

It is apparent that, through their committee exceriences, manuiacturers
were exposed to important educational influences which will have permanent
effeccts on thelr methods and omeraiions. Just as an individual who {inishes
a period of enforced military serevice may find that much that he leairned

and experienced piroves of value in later life, so the manufacturer who
worked with other manufacturers and with the zovernment to produce war

materiel will find his future operations permanently affected by his ex-

nerience, The spread of knowledge in such a way is in general a leveling

31:. Martin, Jeavy lMobile Carrizge Cormmittee, op. cit., ». 17.




22l

upward toward more efficiency of the average producer who, it may be as=-
sumed, learned something from the more effective producers which could
improve his competitive vosition in relation to them. To the extent that
such a result occurs, the cooperation of industry in the war effort can be
said to decrease, rather than increase, the competitive advantages which
one producer may enjoy relative to others.

If the experiences of industrialists in cooperating witn one another
are such that the result is an improvenient in the competitive situation,
both industry and the economy which relies on regulation through competi-
tion must benefit. In such a situation, a device which makes cooperation
as extensive and eifective as possible is a device working in the oublic
interest. As demonstrated in World War II the industry integzration con-
mittee proved to be such a device, and no other comparable organization

approached it in the effectiveness with which it served its purnose.
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Committees as a Pernanent Factor

In the nrev’ous chapters of this study we have e:arined the industey
itte-ration device as to its orizin, f‘v_t_nctio}e:'.::g and zeneral sign’ficance.,
e nave noted that tixy use of intecra*ion committees noses certain rro-
~loms with regard to thc ' titr-st laws, the cencentration of industry,
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At »resent the =conoy of the 'nited Stater is a e most productive

soirt in historr, 2ticnal incone Is tt ot ll-time veak, and the general

~tanls~7 of livinz has been clintin- for almost two decades. Thou~h the

315. Dwi-ht D, Eisenhower, rinal Revori of Chiel of Staff, inited

Stotcs drry, to Secretaxy of the Army, Fe'rmexry 7, 154., ». 17, as cited
T Lobt:limation Planr..n- 2. the Lo “ionzl Secrritr, or. cit., 0. 2.
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Korezn crisis, and its result in termns of military production, have di-
rerted rreat segments of the nroductive systen to the manufactire of war
nateriel, vroduction oif goods for civilian consumption also coatinteu ati
a gener=11ly hich level. The simultancors hich rates of nroduction for
boih civilian ard militar:; goouis indicate that as a natio~ we are having
considerable success with a policr which tives us bhotr ~suns aua briter.
In discuscin~ the production policr of the vnited Status soveriment as it

becaic manifest atter the stimulat on of the korean outirealsr, r. ., Ue

n

Torison of the Tenartaens o Juctice declored: "It is clear (.....) that

<o Comrsress and the erecutive denartment hae erecled the fraewor.: ~or

a procurerent program whiceh A1l toth toild or military streoninh and
reserve t.:e he:ltr of our econoys.
The "zunc a. . brtter" wolic stands betlgeen the eltrenisis o onc

adde

sile who advocate {ull-scnle ~rearation for war o an 2ll-out basis,

and otiers who believe tihnit e imedi~te tireal o larse-scalc uar 1o
no: ereat, and that tx besi delens: in '~ lon: run 1s ~ healthy and
c-mandin s ‘rer econo'r'.y.-—l:-/ The ~re.ent nolicy is an attenpt to have
~reater m:litary nower in bein: than tie latter course would permit, while
not reqnirine such a complete divercion of recource: and e tensive pro-
ductinn of war items which misht never be vsed as would be reg:ired under

the for-er. Amon<s the important ele—entis which make up the "guns anc

hotier" an reach are the Jollowinz:

3156, Statement o’ i. i, liorison, Demartment of Justlee, belore the
’!f

L]
Tvbermitiee on the S5y:dyr of Mono ol'f Po*.rer, Committee on Lhr Juiiciary,
‘louse ol ltapresentatives, J nec 11, 1551, ne 5. ..imeogra~i: suvpplied Yy

Ter~rtrent of Justice.

317. liovilization Planni.i ant the lational Securitr, one. cit., n. 6,




1. llanninz for mov'lisation rv well-matured (more ihan
one more year) "rro.lens and echolds" sindies Ly tie civilian
asency (Halionzl Securisy lerorces Poaxd).

2, Duildin_ up stockpiles o stratezic and criiic 1l a=-
terials on a long-ran=:c ro~rzr:, bt with some limited ac-

celeration for the most imnortant ite s, throuzh the inni-
tions Beard and the Tivre: of Tederal Suip ly.

3¢ Limited nrocirement and el 'ea ional order- ~laced
throv-h the “unitions Boar ', zlonz with workine ozt of tynes
of controls that could be iiricdintely =et un on the out! real:
o” war, sAven a good procsnect ther for swift rascac- o ne-
ceciaiv powers by Conrress.3l./

Planning “or Cold War

The points list~d ai ove were ~mnerates orior to the outvreak of

hostilities in Korea, ilowever, t.e limited warfare which bez:n in June,

-~ N . 5 TS - 3 l v . - o
1253 and has cont'n .ed o his Tole (June, 1953) was carried on uithout

raiical de arti.re fra. th solicy hich they indicate. The sitation was

b

view-li as a vhase of tir Mcold wrexr", anc national nolicy wac aimed at

wetinyg Tlitarys nec iz unile naintainins civilian prodiuction ot oa very

35
hi 7. level., “ritins in Junc, 1971 a cormittee of the Ind sirial College

of the Lrned ‘oreccs declaiel:

Unlecss all-o:t war occi.'c, it is exmected that tre oro - nt
reg..ir-ment of partial mobilization 27 contine or 2
rears, 10 revee U alverse ¢l ect on or rconcrym an’ o Shan-
dard of livine, it is 1la _wed to Iaecrers: btw nmational rod-ction

" . . . ~

b ap ro- imatel;” 2° nercen’. to cr It o - osb U ed sro-roit of M o-ins
and butter®, It is T irther oln Cef to arrange this mobili-atlion
nroduection cona~iir so th-t L entl be quic’ 1l eranded to ey
the resnirencnte of an all-oit war, This is to be o: =y .ro-
vidins stand-=by oro’uetion linec an:' facilities wh'ch arc ¢ er-

Jo Tbid., pe Te
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atin~ only »nart tine or not -t 211, Thece Tacilities =ro o

te cctanlicred by ed.:cab cnal arders and alntalaed bnooeo viracis

for sl o atities., 312/
Arat ey co v bhee e ort s brittted ot the st Tine arrived ot oa sirileor
a>elicion regardins: the tme ~7 > rorrar -Mic the nation must zooanert ing
e indeilstte t re

Tt is ccrsijerad 4 -t 5000
1., . ainta’n wo ool te’ d=--r

Lo oz 1273 rend ness o, Yroth anlvea -

tin: the countr:r i e nea (L tel 25

<rfilet breote obhcoletn., Thlco serl ot

fu2t3le econonlice droin, Co thet

tle.r e e whisoed by the in ° o ¢ ive
comact i rather than stoc!:~1lir- ond Lt berouwl U Titics
re:ired to oztllt 2 matlatala the aviel forces mecees o
oot natiomal colfeinss -0 cov L boento,

2., <iroride for ircrenr in orod-etion for both civil-
Lo oan nildtary reiirs ent raclle s Ui transler Ule el 1lion

eccnn s totalls te thr <oweort o wer,  Tre atrovhy shich conld

rez 1t fro: overecontrol o) o o’vil'an acone .i;‘-:'g vioinos
Y verms oeonetrs for utlien Uilo Tnodion iz iohtinc.3 O/

‘s o7 Promaration for Uor

It

The " uiel Sulicen" Tas

o oresent natio a2l olicerr iz ¢clearl: one in ~whieh ~x rIl) rolv Tor

[ hau4

53 coritr tnon otr abilit- to swiltch quiellyr to ill-scale war oroducuion

“anoohe event that war comes, ov the intarnational s tuation deteriorates

so ~maredlyr that T 1lascale -reparation for war seens indicated, The

hasis from which thils swi ch is to be made is a healtiy civilian neace-

tie econo-y into which has teen b'ilt a basic Jor 3-iek -~ -—ansion,

319, Revort o S;-uden‘: Cortiittec llo. 52, T obiliaatio. o the Econorry
Jor lL.ational Security, Washingtor.: Ind strial College of the Armed rorces,
=or e
1T c.ne 1751, ne 03.

320, Deport ol Spudent Cormaitilec lio, 63, Mobiliza .ioa of it e Econorg
lational Security, Washin~ton: Indusitrial College of the Armed Forces,

j?’ J'.lnE 195‘;1, po 960
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The »hyrsical »lant vhich can support a very sadden increase n tie
sroduetion of war aateriel must te In existence, rather than in the blue-

izt state. If the 50 day reriod wiilch eneral Zisenhower consiiere’ in

-~y -
e

to b critical to survival of the nation is to result in ony reat
chanse in the outputbt or readiness for output ol war items, tlen Jacilities,
tools, materials, labor, and some actual experience in manufacture must

be 2vailabls~ for anplication te the oHrodactlon ol those itenic at agy W e.
.0 a derree standbr olants, civilian troe plants vhich have been given
act'nl edvrecaiional orders, znt -overine:i arsenals can eass this Hroblem,
Another hi~hly siznificant device woild be the "dual-purvose! plani which
has been stroncly aivocated urr lre Ce E. Wilson, foraer resident oi
reneral llotors Corporation it nou Tocretary ol Uefense, Crextiic Lelore

the Anerican Ordnance Associaiinn in Cetober, 1971, . ilson said:
I a1 oromosin: thzt mair-act.rers who are exnected to ase
s'ume resoonsibilitys for thr oroduction of the larger and hi “hly
technical military itens be prenar-d to o» rate Juale-purpose
olants which can be us~d in three ways: Ifor combined produc-
tion, for total war rroduction, or Zor total civilian nro.iuc-
tinn,

llew n~lants nou beins co..ctrvcted as part of the defence
and essential civilian prozram should be constricted with this
objective, and e:tisti.: facililties, as ther are 0artly cia Tel
to defense osrod:c:iion, sihonl. be organize:. so that ther are
fle::ible for these sane tnree urnoses,

Lefinii~> 2 reeenis a. -‘wmderstandigs slionld be woriel
out by the _overmneat, throu: its defens- agencies, with tnese
manfactirers for oreserving the possibilitr of this type oF
dual ooeration for at least ten years and for renewin; such
agrecnentis for several generations ifl necessary._}Z_l/

321, C. E. Wilson, "Blueprint for Prenaredness", an address delivered

before tne Aamerican Ord.na.rce Ascociation 33~d Annual ?‘eetirl?. Nletherlani-
£laza llotel, Cinci nati, Ohio, Oc*, L, 1951, as reorinted in Orduan ce,
Jonnarrers ﬁbmvmr 1052, -, 506,
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The Tact that ir., “Hilson has, since nating this soeech, “eco e Secrotary
of Delense, may mean that the "dual-nrmose™ ~lant will be ~iven added
considerati~n as a nobilizaiion device.

Intearation Coniittees and the ™Juicic Switen®

With the emphasis so nersistentl:r and owerull:r on the need Zor
very quick attainment of a h'~h deree of war -rod: tio:., startin- fro-
1 very hizh level of veacctine »mdiction, the ind siry intesraiion con-
mltiee concent offers greater gesiibilities than ev-r beore. Tierc is a
~rich clearer reallza ion of W Tact that ind .stiv mist know in advance
d-, anl That 1t mst nake esbensive -lans as to how

rnat it is e:trected to

%o it. The problem Zs o.z of forulating rejiireqents o. t.o o e raad,

O

2nd of nreparinz to ©1fill those re. mirements o~ the other. The role of
“overnient, throulr tht military service:, is to foraulite e rej:ire-
nents both as to type and q an Lt of an item, Industry, t.en, mist brea::
“owm e rejquirenents into teriis o facilities, naterials, tools, labor and
the cter elements involve .. That the two rolec A1l be i ler-i:cl is
nnavoidnble, an’ not partic:larl;s wndesirable, It is reas-onable for ex-
et orodiuction engi eers Iro: eivilian industiv to be available to mili-
tary develooment worizers wicn 2 new iten s being made read- for trial
rolretiy == the mresence of the roluction man fron industry at such a
point may avol! the ineclusion o somr unnecessarily hizh tolerance, or

sone nd:lv rigid sneciication, which would make the inal »Hroduction

job slower, more e:x:ensive and nmore com:licatel, I%t is 2lso reas. nble
Jor gover:meat experts to malze availatlc to industry the beneit ol their

e:perience aid knowledge in the Tields of military science ani development,
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The intezration committee is an orgnnization in which the mamufactur-
ers engazed in the oroduction of a speciiic item can se-~i: solutions to
the oproblems involved in producin- those items *y focussinz unon them the
best talent of the industry, aumm-nted by that of the military services.
The possibility that such cooperatiioan often micht »rove valuable during
neacetine was Ioreseen by thos:z who worited with inte -raiion comitieec in
Jorld lar iT,

The foundation laid by the Commit.ee night well be utilized
aiter the war in buildin- up a technical group of consultants
from the stafis of merber comnanies. Suc: a zroup co:uld reet
fron tie to time wit: Ar yr Ordrance encineerc for thie »u nose
of maiiing availatle their fund o." knowledge acq ired in gun nanu-
fzecturing which should 255 st ¢ desi-nin encineers in - de=-
velonrnent of new Ordnance materiel whienh —icsht gain have to be
»t into mass vwroduction, Suc a plan would also serve to “ee-
Inistry abreast of the latest develomnents in the Tiel’ of
Crdna ~ce,.322

“ritins in 1°9L5, t e author corll not vio zli-me v othent Lo whilch the

navloa wotld ~gain be Intereste’ in ass prolciion o war 1vteriel come

4 L

ei~nhi rears later, Ilowever, tre oreseat nee’ for close cooperaticn of —overn-

-~
r

nment and industry in both Heace 2wl war is ~reater than ever before becaiuse

h]

off the sirnificant changes winen m~ve trlen nlace in types o' wea onz and
s 5eeld with which they re arle to te brou~ht to bear over sreat dict-neces.

The U, S. A, azithoriti~c Hoial out Un:t ind strial nobi-
lication took 1* to 2 years to et into zear in 18LO-12., Owing
to the oprobatilities of new weasons, no suach reriod ol race
will be given againg companiec sihoald inow now what is e:mected

I them, what to ma'we, how ruch ans Jor whom, "c.ore ule reade
ful Day (iobilizavion day) arrives.323/

£

322. Cline, iistorv of Field lowitcer Commdtiec, os. cit., ~o L.,

323. Lit. General Sir Tonall I, leel's, Organication 2nd Ea ioment Cor
ar, Cadbridge (England): Univercits Press, 1950, 1. 130. in this con-
nection see also Cha-~ter 2 2 ove, esrecially pn-, 1.5-150,
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For a man- Tactirer to Wimow et to nake" iwolves z reat deal of

~lanring atd errense. In e case o a tarl, v emale, ereloding the
amanent and the sishiing contrsl s;owes, 2 nanul~et-rer th- it Lo trr to

tirn ot the tan't would have Lc tave thoisandc o dr-wriiicz ecovelrin thov-

cooilm oo nerts, toolrs and ~Tecec o eq.inenty he mist be faniliar with

hhwmndreds ol speci fecations as

. -~

to naterialc; he rust Imow vhich ol i

0n
3

%
|

2 n. sheontry tourr e crn relrr o and thileh i Tave el ca eiys di-
verwed clservhere in e cvent of 1l mobilira‘ion: and e it have the
meterg Lo o A oe rane o ¢fF Ilo v Uonen®t yobls o, Sor 07 There zne-
suers rill have o Ye zoonnliol e i e 2cthoritfys ee the 2llocntion ¢

o beo Wwa~tar caneltr, Tov o oriile, catnot Le ma’t 2t tee Inlrelry level,

- e Peoa e . . e ) . .
Covever, dufowrattor whiecl ALY agtizt ot Lo o Morihgs Ioomnidne a2

A-cicinn . ¢t e o co:rsiders: 1o -t comr Tro indtsir--, 4n “he case of

nlloca%tion. o ciBeoniractor ca_oelils, n ~oragy siich ac ozan 1nte racion
com Stiee, [ orniching co nlote Lo Toriotio: s U ite o weontractor nattern
' itz zoleortiractor remuirerontc " ocwvent o motilirzalion, wolld he L=

vl oo de Yo the hi~cer 2la i - eneles,

Sore lew "ules for Commitlecs

AL Jts level, the intoors dion committer annenrs e be
Jeelive and ritally necessary Ceviee Zor Taciliteins the zrer foanc sneoti-

ness it whicel indus Ty ocan be cwiicl I to war nroluectlion., Ito velio as

’.

2 certer of intelligenee, te ndrorstand betiler it own problrms znd Lo ver-
' 1 those 2t ove it to betiter un’lerstand ihe »roblems ol tial Indusirs in
. 2avio: to others, as clcarlr shom in World lrr ID,

J ia ¥

That there 1t b a sfonewnhnt Lionter control overr 1-tee
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activities than was atten te ia Jorld iar TT is s grested by Ve elerience
ir that ware One of the sreail dil ic lties 3o undersiendin~ tie operations
of World War JI comnittees stere Sror tiv fact thod they were not req ired
Lo eern liratec, so that the limites available are very irco.plete. “he
nolicy ander whie' inte ral’or coritiees Lave beer operating since theyr

2in bezen to be lorme” aTter the ontrrealr of toe Jorear i hiinc regrires

: . . . . . oo g 22!
et "D 11 and co nlote wmintes of all seet Lo clall be ke i, hile

¢ new Ordrarce Procivenent Instr cLlons ihich rave been oblicher oiunce
T i e mvovide that "The secretar;s of the corrvittee {(Or nrance reprc-

2977
corritiee r‘zeotinj:s."d&/ The

=y

centative) w11 caint-in md tecs Uit o

srezt interest of the Desortitert o) Lhe Ar-ov in the minubes of - te ration

comnlitie s ic evidenced by the Tact tlat the Avsistant Chief of Staf for

o istics re 'res seven copies of -1l iputec groretly upoa preparation.lz—(’/
The e:zevince with i.tezraiion corrtiers zince “he ‘erear co.llict

“esan Is quite different than thav o orld Var IV, This is nnderstandable

waon the present " runs and butter" wolicy is com parec with ihe all-out

c’ ort of that >u.:-1‘. Then, s preservation of tic nation e t.e imnediate

issve, and the pressure for the e:cansion ol aniticas prodnction was m ¢’

reater., The rositlt, in ter s o lejislatio.., was a blanlet asthor: ty ronder

Tier e formaton and omera.lon o int:~raiio. cornittees co 1d re

3

32l Stoiement o7 Policr for the Tormation, Functi foning, and Ti
1:.tion or Integration Com itwees, Oiiice ol Assictant Ghier o SL+7 7, G-,
svics, Derartent of the Arrmrr, aghincton, U, C., 19 October 1951, -

Lo
jl‘aj)?‘_ 2l, n. 6.

&)

327, Zrdnance 2Procurerert Insii- ctions 22, 1 Februairs 1051, par, 22-113,
asnin tens Of ice of the Chiel of Crdnance.

327, Amendment lio. 1l to Statonent of Policy Re g_,ru,d - Inte~ratic.. Con-
nltlecs, menorandum dated 27 Jan- 1952 from Jifice of Assistast Chie® of

"y G=li, to Chiel of Ordnance =znd others.

- =)
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C..
ol -9
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carrie’ on without fear of pros-cvticn under the antitrist laws. 1o
such blaniket azthority wac zranted in the “efense Prod:ction dAct of 1950
nd 1te £ bs~quent modifications, an' today a Tormal regquesi. Jor the
estebliciewrt of each cormittee 3s reypired., This request, which :mst
cor.tain detailed technical inforiati-n justifyin- thn reed far te com-
“ittec, is mrevare br- the orocurerent service irvolved (for eramrle, Arryy
“rinance) and submitted to the "Ifice o the Acciciant Chie” of Starll, G-l

The f'ct’on of G=! is to worlz with - technical srrvice imwolved, anc

4

bl

the Judge Advocaie General's ffice, to get the regrest "in cie'. “orm and
in s.¢lr manner as will be ap ro riatc in oresextins the reque:t to DFa
(Cefense Production Administration), tie Department of J - stice an’ the
¥-deral Trate Commission".égé/ The actral transnittal to the latier three
agenciles is accomnlished br the Juige Advocate Generzl's 0-Tice., <+ the
rrovosed comrittee s ap rovel b the Attorne- Ceneral, "The co :iitiee nar
co:ence fnnctionin; as aocn as o erbers thereof have been of leizlly

m the comitiee ana any

-

nvite T by the Advinistrator of UM to particiale

. . 322/ ...
nerber has accentel in wrd ing! e aith rearrd to tre nrotection of armrs

specilic ne ber from prosecation nder the antitr st laws, Liow ver, a Jormal

accepvance of menbershin in the commaitles s remidre:.
It is the view of the Zepwa wwent of Justice that the irrmnity
nrovided in Section 707 of the Defense Production Act of 1950, as
armcnded, does not becorie overative until the 1 iber accepts the

3~

327. Section 12, P+blic Law 603, 77th Congress. (T..s ic the Small
T .ci.eco Mobilization Act o 10L2.)

322, Staterent of Policr Jor Tormation, Ffuncilioning and Dissol:tion
5 “nte ration Com:ittees, on. cit., parazrapns 1 and 15, ». L.

327, Tbid,, ocarasranh 19, ©n, 5.
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invitation of the Administrator of DPA in writin— .2 30/
This formal ancd multi-ste> orocel re is o far cr from the bloniet
anthority Zor the Zorration ol comitiers which: w s obtained “n Tiorld War

II. ilowever, it is an understand-ble manifestation of the atie~:t br the

——-

rovernment to avoid any annecessar inj.ry to the competlitive sicucture
tirous the resultis of defense nobilizaticn as undertzken in the c.rrent
situati:m, The Presiien’ ol th. .nited States ¢ nressc. tiic overall ob-

jective of we »olicy as ‘ollows:

While our paramount zoal mist be to strenstien the rnational
Zelense both ra~"dl; and ellectivelyr, we lave also a resrorcibilit:-
to -rctect an'! preserve comnctitive enternrise in the strocture
of or econoy. It Is mest imortant (.....) tha- we s oull avoid,
insofar as po.,s_ble, meas s whiech may inpalir the vigor of free
conpetitive enterprise vy suporecsin: conm otition, creating o
sirentineninT monoovolies, Injirins snzil busiress, or otherwise
~ronoiin~ smnte concentratiqon _2/

Couitie: 3 Jaluable n Ay obillization
-0 the nec coivr Jor 1l moblllizmatic: -ris-s in the near Thitare, it

is robanle that .nmyr of the Tormalities and restrictionzs on e Tor—-ation
of corTittees woild be rermoved., Jf course, Lo Ta~t tliat <hore are commit-
tees n bein: at the noresent time worlc obvizte the ~roble~ in sere ine-
d striec, but tre nmber and nstiire o7 co silttees 2. vresent iz very siall
relative to tihe minber utilized i+ lJorld War 7I, For e:amrle, I.. llarch,

1°53, when the Korean ichtin: was three years old, there were only *welve

-

interration ccrimittess in the eontire licld -~ aymini i-n, as comr-ared to

330. Ibid., naragraoh 20, n. 5.

331. ..emorand:: of the -recider.t ‘i2%ed Decermber 20, 1950, as quoted
.. Second enart of the attorney General of the ‘nited States under Section
?U (e)J Lefense F;oductlor Act of 1950, wasainctons Department. o7 Justice,
1 39, 1951, p. 1-.
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2
sone ten times that mary durinc World Wer II.-‘ég/
These recert cormittees, thou~~ tiey have nrovecd tc be "2 vital fac<or

‘n overcomin: many ol the obstacles and in bri:gins about the cooperazion

which is so essential to balnuce: ".rod"ction",a-‘-z’-/ have operzted in =
censiderablyr dif erent milie: Y:an tha- of Jorld war IY. The ererzency

nowers and cortrols, aid the more serious interna fonal cii ation, of lori’

a0, vorcther with the f-et that a much hirter rro-ortion of the nro-

R 4 %
P

dictlier stricture was devote” +to 7 ions oty :, ~akes a3 rroner comari-

con o the commltlees o' that tine with those o “olaxr verv dif e 1lt.
“owwver, it is onl- reasciable bo conel de that *he commitie:s wold olag-

an lnerezsirnlt ci~nilieant role 1T 2 subsiantizlly creater o:tnut of

(-

Lo be demandec, AnT it arnears ilely tha- e r:le would

be nlayed without many of the orecent re-tric ons or. crzanira-ion,

This cevice o. intecration, uhic: nas worled well ir one -resi ener-

Tencr, snold certainly be enployed in an sconos:s nrezarinc rar all-oui

utr, or a niznh state ol reaciness ar wor. It stoul te sed with rore

restrictio s tran in World War I -- for e amnle, it is only proper that

nlrtes be reaiired, thw:t tne zovertient exercisc actual ratner than nominzl

s alies

control of neetiuss ant aciivities, and that the -overment's re -rece:. .2 .iv =

not fecl that they ar< contrellel by the ¢ ritiee assistan: encirman “ro-

rivgtrre In worl.! “ar II marw 1:siances o7 2t ses ~ this {pe were zois-

tected, tho ™ difficilt to -rove. Conversely, howevrr, the government

17 it attemn ted o any evient

wo 14 ‘efeat the »rrose of .ie co mittiees

—

2u1l-tin llo. W2, The Coon “efense, '‘arch, 1553, ‘/ashin~ton:

~
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to dominate their opera ions., The role ol tihe covermment snonld Le

e

o.tline the arez of activiity of the cormittee, and to he oresent to see

o]

Wi 7oes o0 in that area, A1l actions of the com’ttee sh0:1ld be by and
in the name o the zovernmen:, with the cormitice -ebers ~rovidin- their
digested efforts ‘n the form of a recoviendatio- to the zove nient which

the jovermient ma- or may nct act no: favorarli. Tn del’nin- the score
Iad

of zel 7l , Lthe ~overrnnent 5ol e corinln Yot e aren deflined s

amrroi i ertoent onls to rovless frectic rel-ci o modte ion.

-

The onjective o irtegratin. cowidtices, as or’ il orsan’ged, uas

te obiain areater srodeli-m fret a tiver a2mo nt of »lant - considerins

1l sre cers o ar iten or closelr ullied itens 25 an ittesraiol or-ari-

mation cirivin: “or a corron goal o maxiicin o cc bined ot ut, The
obrcration srocezs is c.37.00lnills onc ol balsaedi:c Tacilitiic oL cori-
0.cnis Lo osueh oowa s Uhitu oy ournnce . cacaci s or raterialis are r into

cZlcciive e by vome nwrmiber o Uhe ce mitirc. The nrocesz of certralicing
indor-adion whiich is reqgired Lo o Lunilc thic objective g Coell wiat id

slaces tle committee headquarters in nissessio of a wide ranze -2 fact =l
in‘ormnation that can be se! Jor a variet:s of Lur oses, a<i olte:r Tor e

nocec ottoisle the score o co iii e ctivit,  Thas the dnta ha'l is

arailatle ac Lo wor's in nroeec, winls o Tacd, ercescec ¢ chortates

RN
)
4]

o torls, ard ol ntters ¢ e o7 Trat usce to Nlanndn~ andhoric

T oarndnetion sehe T ddine, oot - 2.o1inT for T oerere - U1 oea acity.

A nat’on oacin: the neel Lo trm g leilc Ir Uho Taen o7 vent oril

1
'

veot et the megh ot o AU L han f7 it 1g bo - tuoin thnt ol ociive,

t oy Loneo raTn: newfact rerc o s .lve

e industi ntecration cotl



id.de

e problenc stiich arise 10 an armaent ex-arsion ro van. LItowennc o)

t inl as:ilstance and cooeration can do mueh Lo hel. attain finl ~eal,
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A5 as been mote ! in the Lody of &
e plorent o0 interrniion comnitiees to hel- eel tie ovenn crlsis was

an urgent degire ol the Ar:r- Orinance avthorities., “lowever, the

i a .,..Lu
recirictions or. Uic foratins 7 coritiees were s ¢ Lo, o-1- sore

varnty coriittees ere authori-ol, S0 thesc, Lw-lve weve Zov el in

e Tiell ol ammantlion ool

_novie Tields ol Jire control incuroitents, ouin otlve emiinient,

O VN

~rvillerr and sall armen, (See Zull-tin lio, 19, The Coicn Defonse,

Laerican “rdnine: assoeiatio=, lasiin:ton, D.C., larch, 1?5'3.)







crntainine those eramined it nst cite. In both nerts it will be
Lobed that there are licted letters, historie-l accotnts in uivobe
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