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Appendix A

HISTORY, MANAGEMENT, AND PROBLEMS OF

STOCKPILING IN THE UNITED STATES

A. INTRODUCTION

The stockpiling experience of the United States involves a number of separ-
ate programs, each with a goal of its own. The Stockpiling Act of 1946 had as its
objective the accumulation of an inventory of strategic and critical materials. The
Defense Production Act (DPA) of 1950, as amended, aimed at improving the
mobilization posture of the United States by encouraging and assisting the crea-
tion of productive capacity where needed. The right to deliver materials to the
Government if the market could not absorb them at acceptable prices was an in-
ducement  in  a  number  o f  DPA con t rac t s .  The  ba r te r  p rogram under  the
Agricultural Trade and Adjustment Act of 1954 (P.L. 480) was designed to ex-
change perishable surplus agricultural commodities for strategic and critical
metals and minerals, and thereby assist in stabilizing the markets for these
materials.

Although not its purpose, the Defense Production Act of 1950 developed into
an economic balance wheel by providing markets for metals, minerals, and other
materials when prices were low and the market needed some support and later
selling materials under disposal programs, presumably when there were shortages
and prices were higher. Whether by intent or accident, these disposals did ac-
tually provide some financial support to the Vietnam war.

B. LEGISLATIVE HISTORY OF STOCKPILING

Although the national stockpile was ac-
quired basically under Public Law 520, 79th
Congress, the Strategic and Critical Materials
Stockpiling Act of July 23, 1946 (60 Stat. 596, 50
U.S.C. Sec. 98d), the concept of such a
stockpile was first put forth after World War I,
when shortages of materials had frequently
upset production schedules and delayed essen-
tial programs, The Army General Staff subse-
quently considered material requirements in
its planning and in 1921 drew up a list of 42

materials required for military operations.
This was known as the Harbord List.1

It was not until 17 years later, however, that
the f irst  off icial  s tep was taken toward
stockpiling, This was an appropriation of $3.5
million to the Department of the Navy for the
accumulation of reserves of strategic raw

IM(Initions  Board,  Stochpil  ing Report to the Congress, ]an.
23, 1950. Washington, D. C., Government Printing Office, 1950,

pp.  16 & 18,
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materials .2 (For comparative purposes, this
amount may be set alongside the $3,013
million appropriation of stockpiling funds in
the fiscal year 1951 or the $906 million expen-
diture of stockpiling funds in the fiscal year
1953.)3

Meanwhile,  the Army-Navy Munitions
Board (ANMB),4 supported by other agencies,
made recommendations to Congress which
culminated in the Stockpiling Act of 7 June
1939 (53 Stat. 811). This act, which was the
first official recognition by Congress of the
need for a stockpile, authorized $100 million,
and Congress appropriated $70 millions Under
this act the Treasury was authorized to ac-
cumulate stockpiles over a 4-year period.
(Again, for comparative purposes, obligations
of stockpiling funds incurred during the 4-year
period, July 1, 1950, through June 30, 1954, ag-
gregated $3,515 million; and expenditures dur-
ing the same period totaled $3,051 million.)6

As the prospect of U.S. involvement in
World War 11 increased, it became clear that
more money and broader authori ty were
needed. The act of July 25, 1940, gave the
Reconstruction Finance Corporation (RFC)
broad authority to produce, acquire, and
transport materials for defense. The RFC con-
ducted most of the Government procurement
activity in strategic materials during World
War II through the Rubber Reserve Company,
the Metals Reserve Company, and the Defense
Supplies Corporation.

ZBaCkrnan,  JU]eS, et a]. War an(j Defense E~OnOmjCS.  New

York, Rinehart, 1952.
sGenera]  Services Administration. Stockpile Report to the

Congress, Statistical Supplement, /uly—December 1974.
Washington, D. C,, General Services Administration, 1974. p. VI.

qThe Army-Navy  Munitions Board was renamed the Muni-
tions Board in 1947, but for convenience and to avoid confusion
the initials ANMB are used throughout. This board was
abolished in 1953 when its functions were transferred to the
Office of Defense Mobilization (ODM),  a predecessor to the
Office of Emergency Preparedness (OEP),

5Munitions Board. Stackpile  Report to the Congress, Jan. 23,
1950. Washington, D. C., Government Printing Office, 1950. p. 16.

8Genera]  Services Administration, Stockpile Report to the
Congress, Statistical Supplement, /uly-December  1974,
Washington D. C., General Services Administration, 1975, pp. 16,
17.

At the time of the 1939 Stockpiling Act, the
ANMB developed three separate l is ts  of
materials based on accessibility: strategic, cri-
tical, and essential. In 19%1 new definitions of
strategic materials were drawn up based on
the need for stockpiling as against other
measures, p Three criteria were to be used:

1.

2.

3.

Deficiency or insufficient development of
natural resources to supply the industrial,
military, and naval needs of the country
for common defense;

The acquisition and retention of stocks of
these materials within the United States
and encouragement of conservation and
development of sources of these materials
within the United States; and

The reduction and prevention wherever
possible of dangerous and costly depen-
dence of the United States upon foreign
nations for supplies of these materials in
time of national emergency.

Postwar additions to the residue of wartime
stockpile were initiated under the Surplus Pro-
perty Act of 1944, which authorized the
transfer of materials not required for defense
or other essential purposes.

The producers of mineral raw materials
recognized the threat of dumping surplus
mineral stocks on postwar markets at the close
of World War II, This stimulated considerable
interest in a national stockpiling program, On
June 3, 1943, a bill (S. 1160) was introduced in
the Senate. The purpose of the bill was “to
stimulate production of strategic and critical
minerals for the present war effort and to
assure an adequate supply of such minerals for
any future emergency by continuance, intact,
in the postwar period of all stockpiles surviv-
ing the present War and by necessary augmen-
ta t ion  the reof  p r imar i ly  f rom domes t i c
sources, and for other purposes, ”8

After public hearings on the bill, a revised
version (S. 1582) was introduced on December

7~hj(f,
8u. s, Department  of the Interior, Bureau of Mines, Minerals

Yearbook, 1953. Washington, D. C., Government Printing Office,
1953.
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8, 1943. Wide differences of opinion developed
on many features of these bills, but there was
substantial support for two of the objectives of
the proposed legislation: (1) the creation of
stockpiles for national defense, and (2) the
freezing of stocks at the end of the war to pro-
vide the nucleus for permanent stockpiles and
p r e v e n t  u n d u e  d i s l o c a t i o n  o f  p o s t w a r
markets, g

The discussions on the bill brought out the
divergent interests of the minerals industries.
The producers feared the potential competi-
tion of postwar surpluses, and the consumers
hoped to secure bargains in raw materials.
From the viewpoint of the producers, the
freezing of surplus stocks of minerals and
metals at the end of World War II was a prere-
quisite to any program designed to cushion the
effects of sudden termination of war produc-
tion. The industry supported this position by
referring to World War I and claiming that lack
of controls on the disposal of stocks of metals
and scrap at that time brought on a deflation of
the metal markets and resulted in widespread
unemployment due to forced curtailment of

production from 1920 to 1922.10 Consumers, on
the other hand, maintained that there should
be no restraints on raw material supplies if in-
dustry were to meet the tremendous demand
that many expected to follow the end of the
war, They argued that the freezing of war
stocks might retard the production of goods for
civilian consumption or induce inflationary
tendencies in the raw material markets inimi-
cal to the maintenance of postwar stability .11

Subsequently, other bills along similar lines
were introduced in Congress. The executive
departments also initiated studies in an at-
tempt to develop a program which would
reflect the views of the executive branch, As
of July 1, 1944, however, no positive action had
been taken by either branch of the Govern-
ment, Pressures for legislation to assist indus-
try in its problems of reconversion from war-
time to peacetime production received priority
in the competition for congressional attention.
For the moment the possible effects of dis-
posals of Government stocks on recovery of
the minerals industry were not considered.13

C. LEGISLATIVE AND EXECUTIVE AUTHORITY FOR
STOCKPILING PROGRAMS

The authori ty for  the accumulat ion of
stockpiles of strategic and critical materials
was derived from the following statutes:

. The Strategic and Critical Materials
Stockpiling Act (Public Law 520, 79th
Cong., 60 Stat 596, U.S.C. 98d), ap-
proved by the President, July 23, 1946,
as amended by Reorganization Plan
No. 3, effective June 12, 1953, This law
provided the basic authority for the ac-
quisition and retention of strategic and
critical materials to decrease and pre-
vent, wherever possible, a dangerous
and costly dependence of the United

9 lhid.

●

10 Ibid.
11 fbid,
12 Ibid,

States upon foreign nations in time of
emergency.

The Defense Production Act of 1950
(Public Law 774, 81st Cong,) (64 Stat
798, 50 U.S. C. 2061), as amended, pro-
vided broad authority for the expan-
sion of productive capacity including
the making of purchases or commit-
ments to purchase metals, minerals,
and other materials and for the en-
couragement of exploration, develop-
ment,  and mining of  cr i t ical  and
strategic minerals and metals.
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● The Agricultural Trade Development
and Assistance Act of 1954 (Public Law
480, 83d Cong.), of which title I pro-
vided for the creation of a supplemen-
tal stockpile of strategic and critical
materials; and title III provided for
barter of agricultural commodities for
strategic materials which entail less
risk from deterioration and spoilage, as
well as substantially less storage cost.

. The Agricultural Act of 1956 (Public
Law 540, 84th Cong.), Section 206,
further facilitated barter of surplus
agricultural commodities by stipulating
that materials acquired by barter in ex-
cess of the needs of other programs
should be transferred to the supple-
mental stockpile.

• Certain specialized minerals legislation
inc lud ing  the  Domes t i c  Minera l s
Program Extension Act of 1953 (Public
Law 206, 83d Cong.), and the Domestic
Tungsten, Asbestos, Fluorspar, and
Columbium-Tantalum Production and
Purchase Act of 1956 (Public Law 733,
84th Cong.) which authorized the ac-
quisition of specific amounts of certain
named minerals.

1. Agency Responsibilities13

Public Law 520, 79th Congress, the basic act
supporting the present stockpiling program,
designated the Secretaries of War, Navy, and
Interior, acting jointly through the agency of
the Army and Navy Munitions Board, to deter-
mine which materials should be stockpiled
and the quantities and qualities of each. In
making these determinations the Secretaries of
State, Treasury, Agriculture, and Commerce
were required to designate representatives to
cooperate with the Army and Navy Munitions
Board. The responsibilities of each Federal
agency under Public Law 520 are listed below:

IsSenate  Armed services committee,  subcommj~~ee  Hear.
ings on Na tionol Stockpile, {uly 24, 1957. Washington, D. C.,
Government Printing Office, 1957.
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a. The Treasury Department, Procurement
Division, was charged with the responsibility
of purchasing the materials for the stockpile,
so far as practicable, from supplies of materials
in excess of current industrial demand and in
accordance with the Buy American Act. It was
also responsible for the storage, security, and
maintenance of strategic and critical materials;
for the rotation of inventories where neces-
sary; and for the disposal, under certain
safeguards, of those materials which had
become deteriorated or obsolescent.

b. The Interior and Agriculture Depart-
ments were charged with responsibilities
toward research on the materials within their
areas, These assignments of responsibilities
were amended by Reorganization Plan No. 3,
effective June 12, 1953.  These amended
responsibilities provided that—

(1)

(2)

(3)

The National Security Council  was
responsible for  establ ishing broad
defense policies, including those ap-
plicable to materials.

The Office of Emergency Preparedness
(OEP) (and predecessor agencies) was
r e s p o n s i b l e  f o r  c o o r d i n a t i n g  a l l
mobilization activities of the executive
branch of the Government, including
programs intended to assure an ade-
quate supply of materials in time of
emergency. T h e  a g e n c y  w a s  a l s o
responsible for stockpiling certain medi-
cal supplies and items for survival and
rehabilitation,

The Department of the Interior was
responsible for recommendations on
means for insuring adequate supplies of
metals, minerals, and fuels to meet
mobilization requirements. This in-
cluded recommendations for the ap-
propriate level of the domestic produc-
tion component of the mobilization base,
This Department also had a respon-
sibility for research and development of
strategic minerals pursuant to section
7(a) of the Stockpiling Act. It was also
responsible for the mineral purchase



(4)

(5)

(6)

(7)

2.

program under Public Law 733, which
authorized the acquisition of specific
amounts of certain named minerals.

The Department of Agriculture was
responsible for recommendations on ac-
tions in regard to supplies of agricultural
commodities,  including food.  This
Department was also responsible for the
barter activities in connection with the
disposal of surplus agricultural com-
modities. It also had a responsibility for
r e s e a r c h  o n  a n d  d e v e l o p m e n t  o f
agricultural materials pursuant to sec-
tion 7(b) of the Stockpiling Act.

The Department of Commerce was
responsible for recommendations as to
actions on all other materials. It also
developed requirements estimates for
the industrial and civilian elements of
the economy. It was responsible for the
administration of the Export Control
Act.

The Department of Defense was respon-
sible, among other things, for providing
estimates of military requirements.

The General Services Administration
h a d  r e s p o n s i b i l i t y  f o r  a c q u i r i n g
materials for the strategic stockpile and
for the negotiation, consummation, and
administration of necessary contractual
arrangements for expanding supplies
under the Defense Production Act. It
also had responsibility for the storage of
Government-owned materials.

Other agencies from time to t ime
became involved in specific materials
situations.

Organization of OEP Interdepartmental
Committees

Within the OEP (and predecessor agencies),
responsibilities with respect to materials were
centered in Assistant Director for Production
and Materials, To facilitate his working rela-
tionships with the various agencies, he and his
staff called upon a number of interagency ad-
visory groups in formal session or in day-to-
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day communications with the various mem-
bers as necessary or appropriate.

At the working staff level, seven inter-
departmental committees reviewed basic sup-
ply-requirements data for specific materials
and recommended necessary action to the
OEP staff, who prepared reports which were
usually included in the OEP’s proposals as
reviewed by the Interdepartmental Materials
Advisory Committee (IMAC). These reviews
covered the following materials:

●

●

●

●

●

●

●

Light metals;

Nonferrous metals;

Nonmetallic minerals;

Iron, steel, and ferroalloys;

Chemicals and rubber;

Forest products; and

Fibers.

An eighth committee, the Stockpile Storage
Committee, advised on the effective deploy-
ment of stockpile inventories, including tech-
nical advice on the storage, custody, preserva-
tion, and security of stockpile materials.

At the Deputy Assistant Director’s level, ad-
vice was obtained from the IMAC on OEP staff
and commodity committee recommendations
to insure consistency with overall governmen-
tal policies and programs. The Deputy Assis-
tant Director for Production and Materials sub-
mitted his recommendations to the Director of
OEP through the Assistant  Director for
Resources and Production.

At the Director’s level, there was the Civil
and Defense Mobilization Board (CDMB), con-
sisting of heads of the agencies having defense
mobilization responsibilities, which advised
on the broader aspects of defense programs
and policies—not only in the production and
materials field, but in all mobilization areas.
The CDMB, for example, reviewed mobiliza-
tion plans to insure coordination between cur-
rent defense programs and actions required in
the event of any of a number of types of
emergencies.
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D. SELECTION OF STOCKPILED MATERIALS

The determination as to what and in what
quantities materials must be stockpiled could
be made only after careful consideration of
certain criteria. Materials could be designated
as strategic and critical if they were required
for essential military or war-supporting uses
during an emergency and if supplies were esti-
mated to be insufficient to meet the require-
ment. Such supply problems could arise from
insufficient domestic natural resources, inade-
quate domestic processing facilities, dangerous
dependence on vulnerable foreign sources of
supply, and potential transportation hazards,

Computation of the stockpile objective for
any material involved consideration of three

general factors:

1.

2.

3.

The estimated duration of the emergency;

The estimated annual requirements dur-
ing the emergency;

The estimated year-by-year supply from
sources other than the stockpile. These
sources included: (a) domestic produc-
tion, including such expansion thereof
dur ing  the  emergency  as  migh t  be
deemed practicable and desirable during
war conditions; and (b) imports, to the ex-
tent they might safely be assumed to be
forthcoming, including such increases
above normal levels as would result from
stimulation of foreign production prior to
and during the emergency,

1. Determination of Objectives

Following the decision as to what  to
stockpile, a decision had to be made as to how
much of each material should be stockpiled.
Obviously, the objective (quantity) had to be
based on the gap between wartime require-
ments and wartime supply, and adjusted for
potential reductions which could result from
losses in transport, sabotage, political inter-
ference, or other hazards which could reduce
available supply. In determining stockpile ob-

jectives, the total national requirements for
each strategic and cri t ical  material  for
mobilization was compared with the estimated
total (factored) supply. If a shortage was indi-
cated, a stockpile objective was recommended,

Stockpile objectives were of two types: (a)
basic objectives and (b) maximum objectives.
The basic stockpile objective was developed
from the deficit remaining after allowing for
U.S. production and imports from free world
sources, the latter discounted for estimated
strategic r isks involved in securing the
material in time of war. The maximum objec-
tive was based on discounting completely all
offshore sources of supply.

A stockpile objective which varied to a con-
siderable extent from the calculated deficit
might be established if there were significant
considerations which could not be accounted
for in the statistical analysis. Such considera-
tions might include excessive concentration of
domestic productive or processing capacity,
rotation problems, potential substitutability of
alternate materials, or the likelihood that sub-
sequent calculations could result in substan-
tially different objectives.

2. Supply Considerations

Supply data were usually developed by sub-
committees of the OEP working committees,
generally composed of representatives of the
Department of State, the GSA, and either the
Department of the Interior (in the case of
metals, minerals, and fuels), the Department
of Agriculture (in the case of agricultural pro-
ducts), or the Department of Commerce (in the
case of other materials). Future supply esti-
mates were usually based on historical data;
the existing supply situation was analyzed
with due regard to known or foreseeable
changes in both foreign and domestic supplies
in times of emergency, Consideration was
given to potential changes in market patterns,
especially for foreign sources of supply. The
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estimates of supply were submitted to the OEP
working committees for review, exchange of
supplementary knowledge of events and fac-
tors which might tend to modify the estimates,
and final revision.

3. Factoring of Supply

After review and approval by the working
committee, the OEP member of the working
committee would discount the estimates of
foreign supplies in accordance with factors
developed on the basis of advice of the Depart-
ment of Defense, the Department of State, and
other agencies. These discounts were intended
to apply safety factors to estimates of supply
for possible losses. Domestic supply estimates
were also factored for possible loss of heavily
concentrated industries.

4. Estimates of Mobilization Supply

These included potential primary produc-
tion in the United States, secondary recovery
from scrap materials, and imports from foreign
sources of supply. Although this was a general
pattern, each material was considered as a
separate situation.

In preparing estimates of supply for pur-
poses of determining stockpile objectives, it
was customary to prepare some historical data
on country-by-country production, together
with imports into the United States from each
country. While this was intended to form some
guidance as to the capability of each producing
country, it could sometimes be misleading.
High output in some previous year could have
been achieved at  the expense of  future
capacity to produce. Low past production
might merely reflect lack of markets. Despite
these pitfalls, however, it was necessary to use
historical data. It was up to the working com-
mittee to recognize the conditions underlying
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unusual phenomena with regard to output of
materials in foreign areas.

5. Production Estimates

Historical data on domestic primary and se-
condary production would be easier to in-
terpret. One only needed to be aware of past
strikes, inventory recessions, price fluctua-
tions, foreign spurts of economic activity, and
other factors which could influence produc-
tion and affect markets. Next, a series of esti-
mates of production for the current period and
for the immediate future was presented. This
was usual ly based on known expansion
programs and the most recent experience
modified to reflect the economic outlook.
Finally, estimates of potential foreign output
and its availability to the United States under
mobilization conditions were prepared, pri-
marily on the basis of information secured by
the Departments of State and Interior.

When the estimates of mobilization supply
were prepared, it was generally assumed that
all economic facilities would be operated at
capacity, that prices would be approximately
at or slightly above current prices, and that
labor would be available and stable. It was also
assumed that economic stabilization would
hold the general price and wage line. Expan-
sion of domestic producing capacity was
assumed only where plans and schedules for
expansions of Government or industry were
known. In making estimates of secondary sup-
ply, the committee tried to recognize the fac-
tors which would tend to restrict the genera-
tion of old scrap, as well as those factors which
could contribute additional supplies. When the
estimates of domestic and foreign mobilization
supply were presented, notes were submitted
by the committee explaining the factors con-
tributing to the estimate,
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E. MOBILIZATION

1. Military Requirements

Direct military requirements require no
definition; for stockpiling purposes, however,
the data represented a second translation. The
first, prepared by the DOD, translated the mili-
tary programs for the production of planes,
missi les,  ships,  weapons,  material ,  and
equipage into the required fabricated steel,
copper, aluminum, and other mill products,
The second, required for stockpiling purposes,
translated the requiremenys for mill products
into requirements for basic raw materials such
as refinery products.

2. Indirect Requirements

The mill-product requirements for direct
military needs were developed from bills of
materials whenever possible. The bills of
materials also listed requirements for compo-
nent units, such as electrical motors, fasteners,
wheels, and other units purchased in the
manufactured state. Although these compo-
nents were just as essential to the aircraft,
weapons, and equipage in which they were in-
stalled as the mill products required for “direct
military” purposes, they were classified as
“indirect military. ” These “indirect military”
requirements estimates were obtained from
industry through the Department of Com-
merce industry divisions. In this manner total
requirements for all electrical motors, for ex-
ample, were obtained at one time through one
source,

3. War Industries Requirements

The third category of material requirements
represented the war-supporting industries
which supplied machine tools and other items
without which the direct military require-
ments could not be produced, These, too, were
developed through the Department of Com-
merce industry divisions,

4. Civilian Requirements

Frequently, there is a tendency to look upon
civilian requirements during wartime as a lux-
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ury. On the contrary, it would be a serious ‘er-
ror to overlook the essential civilian require-
ments. Power, communications, water, and
transportation facilities have to be maintained,
repaired, and operated or else the mobilization
manpower supply would suffer and absentee-
ism rise.

5. Export Requirements

Finally, allowances had to be made for ex-
ports of raw materials to our allies. Export re-
quirements for direct military, war-support-
ing, and essential civilian requirements were
subject to the same screening process as
domestic requirements.

The determination of the material require-
ments in these classes posed a variety of
problems. During a wartime emergency, the
determination was relatively easy, since cur-
rent data on inventories, recent shipments,
and order books were usually available in clai-
mant applications for material allocations. For
purposes of  est imating requirements for
stockpiling, however, the benefit of such re-
cent and current experience was not available
in peacetime.

6. The Time Factor

From the beginning of postwar stockpiling
in 1944, it had been assumed for the purposes
of computing stockpile objectives, that a future
war would last 5 years and that the stockpile
would have to be large enough to cover all
material shortages for such a period. l4 T h e
military officers in the Munitions Board who
originally had established this guideline had
assumed that a future war would be like
World War II and then added approximately
another year, just in case.

This was a rough assumption with no sup-
portive judgment to justify it. It was assumed
that the estimate of duration would be super-

Iqsnyder,  Glenn. s~o~kpi];n~  Strategic MO Ierials.  San Fran-
cisco, Chandler, 1966.



sealed by a more carefully developed estimate.
Yet this assumption remained the basis for
stockpiling for the next 14 years.

Section 2 of Public Law 520, the Strategic
and Critical Materials Stock Piling Act of 1946,
provided that—

the Secretary of War, the Secretary of the Navy,
and the Secretary of the Interior, acting jointly
through the agency of the Army and Navy Muni-
tions Board, are hereby authorized and directed
to determine, from time to time, which materials
are strategic and critical under the provisions of
this Act and to determine, from time to time, the
quality and quantities of such materials which
shall be stockpiled under the provisions of this
Act. In determining the materials which are
strategic and critical and the quality and quan-
tities of same to be acquired, the Secretaries of
State, Treasury, Agriculture, and Commerce shall
each designate representatives to cooperate with
the Secretary of War, the Secretary of the Navy,
and the Secretary of the Interior in carrying out
the provisions of this Act.

7. The Interior Department and Mobilizations

While Interior was like all other depart-
ments in seeing national security as the reason
for the stockpile, the route the Department
would follow to attain it was different in
several fundamental ways, Unlike State and
the military departments, Interior favored a
large stockpile. Materials would cover a wide

APPENDIX A

area of need. The assumed period of disrup-
tion would be long. The period of hostilities
protracted.

Emphasis would be placed on domestic
purchasing. This, of course, would enhance
national security by building up the mobiliza-
tion base through development of a healthy
domestic industry. The same objective would
be supported by tight restrictions on stockpile
disposal and the transfer of all war surplus
materials to the stockpile. Clearly, tight
restrictions on disposal minimized the threat
of depressed prices and injury to domestic in-
dustry,

During the first 4 years of the program, In-
terior wanted the objectives to be about twice
as high as the military departments thought
necessary, A compromise was reached by
adopting two sets of goals: minimum objec-
tives, which were worked out and preferred by
the staff of the Army-Navy Munitions Board
(ANMB); and the maximum established after
the war, This is consistent with the suggestion
for monetization of stockpile reserves men-
tioned in the RFP,

From the foregoing, it appears that most of
the basic policy issues which surround a
materials stockpile were debated at length in
the period between the end of World War II
and July 1946 when the Stockpiling Act was
signed into law,

F. THE STOCKPILE POLICY CONTROVERSY16

In general, stockpile legislation reflected the portant economic
“tight control” advocates, The stockpile’s pur- or not. Thus, it
pose was to protect national security, the act security would be
had a national emergency setting, the military balanced program;

effects—whether intended
was argued that national
best served by acquiring a
i.e., spreading procurement

was prominent in its administration, and the over a wide spectrum of materials. Opponents
constraints on disposal were strong. pointed out that stockpile dollars would

Nonetheless, it soon became apparent that stretch further if procurement were delayed
for materials for which demand equaled or ex-actions under the stockpile program had im-
ceeded supply. Indus t ry  wou ld  no t  be

15Sn yde~, Glenn.  ,$toc; kpiling  ,Str[ltcgic  M(lfcrials,  San Fran-
cisco, Chandler, 1966. 16 lhi~,
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deprived of  the quanti ty purchased for
stockpile and pressure on prices would be
relieved, Of course, the converse was true if
prices were depressed by supply goals advo-
cated by the Department of the Interior.
However, the ANMB people tended to ignore
the compromise, They believed that national
security in stockpiling could only be expressed
in a single objective based upon objective
calculations of probable supplies and require-
ments in wartime. As far as the Munitions
Board was concerned, the only function of the
maximum objective was to permit the free
transfer of surplus materials from other agen-
cies to the stockpile where such transfers
would raise the inventory of a material above
the minimum objective, When it became ap-
parent that the ANMB was ignoring the max-
imum objectives, Interior challenged the ob-
jectives and demanded they be raised.

1. ANMB and Interior: A Difference of Opinion

The differences of opinion between the
ANMB and the Interior Department from early
1947 until 1950 were concerned principally
with the question: How much material should
be assumed to be available to the United States
from foreign sources during a global war?

a. The Military Position. 17—The ANMB
used a set of strategic assumptions, e.g., mili-
tary accessibility, shipping losses, and con-
centration of supply, Under military “ac-
cessibility, the Joint Chiefs of Staff (JCS) indi-
cated which countries and regions would be
accessible to the United States during the war
and which would not, Estimates of shipping
losses were applied as percentage reductions
of the rate of normal peacetime shipments of
materials from each accessible source. Ten
percent was the maximum discount for this
factor. The JCS recommended that if all or
nearly all of the supply of a commodity were
concentrated in a single source outside the
Western Hemisphere, that supply should be
discounted completely,

b. The Interior Department Position.18—
The JCS made no specific evaluation of non-
mi l i t a ry  f ac to r s  which  migh t  l imi t  t he
availability of foreign supplies during war.
The Department of the Interior challenged the
assumptions of the JCS and the ANMB, It
pointed to the loss of access to the principal
peacetime sources of tin, rubber, manila fiber,
and other materials, as well as to the loss of ac-
cess to the Mediterranean Sea and other areas,
The Interior Department did not consider the
Western Hemisphere to be a safe source of
supply either, Interior also warned of the
unpredictability of the political allegiance of
foreign countries, In brief, Interior felt that no
supplies of materials should be expected from
outside the Western Hemisphere in time of
war and that the Western Hemisphere should
be discounted by 75 percent to take account of
shipping losses, shortage of ships, and possible
political developments adverse to the United
States, Where supplies of a material came from
a single source, that source should be dis-
counted completely,

c. The Debate.—While the ANMB ignored
the industrial support of the military, the In-
terior Department argued for full considera-
tion of the need to support war-supporting in-
dustrial requirements, Interior also argued that
accumulation of a large stockpile should be
looked upon as a capital asset rather than an
expense, It also pointed to the long-range up-
ward trend of minerals prices, indicating a po-
tential profit. Interior also maintained that a
large stockpile would reduce or eliminate the
need to use costly or inefficient substitutes for
scarce materials in wartime production, In-
terior pointed out that stockpiling materials
also stockpiles energy, labor, and transporta-
tion, thereby releasing these for other wartime
needs, It would also release military forces
from the job of guarding sea lanes and source
areas, Acquisition of a larger stockpile would
contribute to the economy of our friends and
allies abroad, stimulate the development of the
domestic mining industry, and contribute to

17 Ibid.
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the self-sufficiency
strategic materials.

of the United States in

The ANMB argued that  there was no
justification for taking less of a “calculated
risk” in stockpiling than in other defense
programs. Larger stockpile objectives would
requ i re  l a rge r  appropr ia t ions ,  and  the
stockpile appropriations would be carried in
the national defense budget. Congress would
be more likely to accept the stockpiling
program if it were presented in terms of
moderate reasonable figures. The strategic
assumptions of the JCS and the ANMB were
based on strategic plans for fighting the war,
and felt that it was unnecessary and illogical to
stockpile more than was necessary on the basis
of these plans and assumptions.

The ANMB also claimed that a stockpile of
the size proposed by Interior would have a
damaging inflationary effect on the national
economy, and the existence of such a large
stockpile would create uncertainty and in-
stability in world commodities markets.

The advisory members of the Strategic
Materials Committee became involved in the
debate, A formal vote was taken for each
source area on the percentage discounts to be
applied in estimating probable wartime sup-
plies. In most cases Interior was supported by
the majority in favor of maximum discounts.
Thus, there were to be no supplies assumed
during wartime from any source outside the
United States, Canada, and Mexico. The
ANMB and the State Department members
protested against the total writeoff of supplies
from South and Central America, but ap-
parently were only mildly opposed to the 100-
percent discounting of Eastern Hemisphere
supplies. A small discount was voted for
Canada and a larger discount for Mexico.

Decisions of the Strategic Materials Com-
mittee were not authoritative. After the Com-
mittee had taken its vote on supply discounts
late in 1947, the results which favored the In-
terior position were submitted to the Joint
Chiefs of Staff for comment. The JCS replied
in the spring of 1948 indicating their disap-
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proval of the Committee’s figures by simply ig-
noring them and by issuing a new set of
strategic assumptions which differed in no sig-
nificant respect from those already in use.

d. The Compromise Position. 19—In an at-
tempt to reach some sort of compromise, the
ANMB prepared an “interpretation” of the
new JCS assumptions which,  in effect ,
changed them considerably toward the In-
terior viewpoint.

The JCS judgment about which countries
would be militarily accessible was unaltered,
except that certain areas were considered
totally inaccessible. Where a single source ac-
counted for more than half of the total accessi-
ble supply of material, supplies from that
source were discounted completely if outside
the Western Hemisphere, and fractionally if in
South America or the Caribbean area. For pur-
poses of making this concentration discount, a
source was defined not as a country, but as an
area. In addition, the interpretation called for a
further partial discount of all remaining Asian
supplies because of the uncertainty as to
whether such supplies would be available
even if militarily accessible. Furthermore,
shipping losses considerably larger than those
estimated by the JCS were assumed. The new
formula was approved by the ANMB and the
JCS. Interior, however, was not satisfied.

e. The NSRB Decision20—The impasse was
finally turned over to the National Security
Resources Board (NSRB) for solution with the
explanation that the JCS–ANMB assumptions
would provide “reasonable” national security,
with a certain “calculated risk, ” while In-
t e r io r ’ s  fo rmula  would  p rov ide  g rea te r
security at greater cost. The NSRB was also
told that the rates of acquisition in the near
future would be the same under both plans,
since these would be governed by availability
of funds.

The NSRB, late in September 1948, decided
in favor of the JCS–ANMB. The NSRB indi-
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cated that strategic estimates, in stockpiling as
elsewhere, was a military responsibility,
although the concurrence of Interior was still
required on stockpile goals with respect to the
nonmilitary aspects” of their formulation.

f. Further Problems.—Now that the
strategic aspect of the stockpile was decided,
new problems arose with respect to the degree
of wartime expansion of production and the
level of civilian requirements. The ANMB
assumed substantial expansion of wartime
production. Interior maintained that except in
special cases, expansion of production should
not be assumed because it would use up valua-
ble energy, resources, and manpower at a time
when these were required to fight a war. On
the contrary. ANMB argued that manpower
could be lost from civilian production to in-
c rease  the  ava i l ab i l i ty  to  the  mi l i t a ry .

In order to est imate requirements,  the
ANMB proposed substantial increases in mili-
tary requirements, such as peak year of World
War II plus one-third and multiplied by 5.
War-supporting industries were also to be in-
creased by one-third. Civilian requirements,
however, were to be established generally at
WWII levels with additions only enough to ac-
count for population growth. Interior opted for
the year 1970, whereas the ANMB preferred to
use the year following the year in which the
objective was reviewed. The 1970 date would
have substantially increased the requirement
estimate—and the stockpile objective.

The problems were resolved in favor of In-
terior’s position on domestic production and
essential civilian requirements, and in favor of
the ANMB on the assumed date of the out-
break of the war.

g. New Objectives Established. 21— W i t h
these issues out of the way, the review of
stockpile objectives under the Industrial
Feasibility Test (JCS Plan 1725/22) proceeded
smoothly, and by June 30, 1950, new objectives
had been established for 34 materials and staff
work completed on 20 more, In 26 cases an in-

Z1 Mun I[ions  BOUr[i,  Sto{;kpile Report to the Congress, January
23, 1950. Washington, D. C., Government Printing Office, 1950. p.
7.

crease was established or recommended, 12
ob jec t ives  were  reduced ,  10  remained
unchanged, and 5 were removed from the
stockpile list,

h. Problems of Precision.—The practical
application of the strategic assumptions of the
JCS uncovered a number of problems of am-
biguity which bothered the civilian agencies.
These problems pertained to the application of
discounting factors to estimates of supplies
from sources which could be affected by such
contingencies as sabotage, political
unreliability, concentration of supply, and ac-
cessibility. During these first reviews the
NSRB had become involved in the effort to
establish a workable stockpile  program,
specifically seeking precision in the assump-
tions leading to the establishment of objec-
tives. The NSRB was supported in this effort
by the Bureau of the Budget because of the
Bureau’s basic interest in administrative effi-
ciency and the effect of stockpile goals on an-
nual appropriation planning, In general, the
Department of State did not take an active
stand in the debates on stockpile policies, but
rather seemed to defer to the military posi-
tions.

In response to pressures for increased preci-
sion, the ANMB asked the JCS for a new set of
assumptions which,  would provide more
specific evaluations of non-military con-
tingencies. In May 1950 the JCS provided a
new set of guidelines which included only an
appraisal of military accessibility and shipping
losses. The guidelines specifically excluded
political considerations and other factors relat-
ing to conditions within source countries.

2. Establishment of Interdepartmental
Stockpile Committee22

In order to fill the gap which the JCS
guidelines created, a subcommittee of the In-
terdepartmental Stockpile Committee was set
up under the chairmanship of  the State
Department. This subcommittee included, in

Zzsnyder,  Glenn. Stockpiling  Strategic Moteriols.  New York,
Chandler, 1966.
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addition to the State Department, the Depart-
ment of  Commerce and the Central  In-
telligence Agency. The subcommittee con-
sidered general political orientation, sabotage,
l abor  dependab i l i ty ,  and  governmenta l
stability. On the basis of these four considera-
tions, the subcommittee devised a set of “de-
pendability ratings” for about 30 countries.
Each factor was rated on a scale of 0–100. the
lowest of the four ratings was adopted as the
overall dependability rating. The subcommit-
tee also considered the effect of concentration
of supply sources and proposed discounts for
concentration of more than half of the availa-
ble supply of a commodity in a given region.
The subcommittee further proposed an addi-
tional discount representing the extent of U.S.
dependency on foreign sources of supply.
Although the work of the subcommittee con-
stituted a complete revision of the basic
assumptions of supply, the “strictly military”
assumptions of the Joint Chiefs were left in-
tact.

3. The Factoring System

The Korean war broke out before the sub-
committee had finished its work. The NSRB,
anxious for a quick decision on the supply
estimates, proposed a system which was more
general in nature than the JCS formula. It
assumed that no supplies would be available
from outside the Western Hemisphere except
from Australia, New Zealand, and Africa. It
discounted supplies from these three areas by
75 percent; it discounted supplies from the
Western Hemisphere except the United States,
Canada, and Mexico by 50 percent. It assumed
full supplies from these sources, with dis-
counts for materials whose production was
especially vulnerable to sabotage or bombing.
In effect, the NSRB formula would have elimi-
nated the guidance of the JCS and would have
raised the stockpile objectives substantially.

The Interdepartmental Stockpile Committee
considered both plans and voted to accept the
State Department Subcommittee plan with
some minor changes. The adopted plan, which
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was called the Factoring System, included the
following considerations:

Military accessibiltiy and shipping
losses;

Poli t ical  dependabil i ty ,  including
general political orientation, sabotage,
labor dependability, and governmental
stability;

Concentration of supply, including
concentration by region and total de-
pendence on foreign sources; and

Contingency factors.

With the adoption of the factoring system,
another major review of stockpile objectives
was conducted during the last 6 months of
1950. All but 10 of the objectives were in-
creased, 3 materials were added to the list, and
3 were eliminated.

Thus, the factoring system provided a
uniform procedure for calculating objectives.
I t  reduced the range of  uncertainty and
freedom of choice, and thereby reduced but
did not eliminate the vulnerability of the
stockpile program to pressures from special in-
terests.

4. Defense Production Act of 195023

Soon after the outbreak of hostilities in
Korea,  the need for new administrat ive
machinery to control  the use of  scarce
materials was recognized. The Defense Pro-
duction Act was approved on September 8,
1950. Under this act the President was given
authority to require the acceptance of con-
tracts and to allocate materials when, in his
opinion, any of these actions would promote
the national defense. The President was em-
powered to authorize GSA, Army, Navy, and
other agencies engaged in procuring materials
for defense needs to guarantee the contracting
firm or public agency against loss when
necessary to expedite the flow of materials for
defense  needs .  The  Pres iden t  was  a l so

‘%ee Case Study, found in App. B on “Expansion of copper

Producing Capacities”, Defense Production Act of 1950, as
amended,
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authorized to make loans, grant purchase com-
mitments, and encourage the exploration,
development, a n d  m i n i n g  o f  s t r a t e g i c
materials.

One of the major purposes of the Defense
Production Act was the expansion of the U.S.
mobilization base. In the early 1950’s the in-
centives provided by the act were used to in-
duce private industry to invest funds in the
construction of new plants. One of these in-
centives provided that the Government could
negotiate a delivery schedule to permit the
company developing the new facility to “put”
unsold production to the Government. Such
materials were subsequently placed in the
Defense Production Act Inventory.

a. Sales from DPA Inventory24—Later, the
Office of Defense Mobilization (ODM), suc-
cessor agencies, and eventually OEP ad-
ministered the DPA program. Materials in the
DPA inventory could be sold (or diverted from
delivery) by the agency Director without
either Presidential or congressional approval.

As a result of the depression of market
prices of many materials below Korean war
levels ,  del iveries under DPA floor price
purchase contracts were heavy after 1952.
During the 1950’s the large DPA deliveries,
together with the relative administrative ease
with which disposals could be made from the
DPA inventory (compared with the difficulties
of releasing material  from the strategic
stockpile). resulted in placing heavy emphasis
on the use of the inventory for economic
stabilization purposes.

Sales from DPA inventories were made in
tight market situations. National security
justification usually lay in the development of
a healthy domestic industry. Strongly urged by
the Commerce Department (as the consuming
industry spokesman), sales of copper, nickel,
and aluminum were made to industry. Perhaps
surprisingly, such sales were sometimes sup-
ported by the producing industry as a reasona-

z4see case Study, found in App,  B on “Releases of Copper
from the Stockpile.”

ble price to pay for reducing the threat of the
stockpile  and dissuading the search for
substitute materials.

In November 1959 the U.S. Mint purchased
copper from industry at what was deemed to
be a relatively high price. This purchase was
criticized because there was a substantial
quantity of copper in the DPA inventory
which could have been acquired at a substan-
tially lower cost.

In May 1960 the Mint requested 10,000 tons
of copper to be purchased from the DPA in-
ventory. This was the first of a series of such
sales to the Mint. Subsequently, from January
1961 through October 1964, there were eight
more sales of DPA copper to the Mint totaling
97,000 tons.

When necessary, materials were transferred
to the Strategic Stockpile to meet long-term
objectives which were high as a result of a
series of pessimistic assumptions relating to
accessibility of foreign supply. This removed
them as a market overhang.

b. Effectiveness of DPA of 1950.—The
Defense Production Act of 1950 served to im-
prove the capacity of the mining industry to
meet the heavy demands of the Korean war.
Much of this expansion was accomplished
with Floor Price Purchase Contracts. While
many of the facilities fostered by these con-
tracts became productive in time to enjoy full
demand at high prices and thereby released
the  Government  f rom i t s  ob l iga t ion  to
purchase material at floor prices, some en-
joyed only partial success, and some came into
production after prices (and demand) had
a l r e a d y  f a l l e n  b e l o w  t h e  f l o o r  p r i c e s
established in the contracts. Consequently,
substantial quantities of lead, zinc, and other
materials flowed into the DPA inventories.
One example of the effectiveness of the
Defense Production Act of 1950 in expanding
productive capacity is found in the copper in-
dustry. For this analysis, see the case study,
“Expansion of Copper Producing Capacities
under the Defense Production Act of 1950, as
amended,” as found in appendix B.
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G. THE MOBILIZATION READINESS PROGRAM25

After the change of administration in 1953,
the stockpiling program underwent some
changes which in effect had some impact on
the economy, The Defense Production Ad-
ministrat ion developed the Mobil izat ion
Readiness Program, This was a procedure for
estimating mobilization requirements for steel,
copper, and aluminum by claimant agency and
industry division, along the pattern of the
Controlled Material Plan (CMP) used during
World War II and the Korean war. Reorganiza-
tion Plan No. 3, effective June 12, 1953, desig-
nated the Office of Defense Mobilization
(ODM) to assume the functions of the Defense
Production Administration and the NSRB,
both of which were abolished by Reorganiza-
tion Plan No, 6, effective June 29, 1953.

Stockpiling procedures remained essentially
as they had been except that a civilian agency
was coordinating the program, The GSA con-
tinued to purchase the materials and manage
the inventory. The DOD became one of the ad-
visory agencies, with responsibility for the
preparation of estimates of military require-
ments and, along with other advisory agencies,
to cooperate with the ODM in establishing
stockpile goals.

1. Cabinet Committee on Minerals Policy

The ODM had to consider what to do with
the materials coming into the DPA inventory,
especially those materials for which the objec-
tive had already been filled, and what could be
done to help the domestic mining industry.
The Interior Department, specifically, was re-
questing a comprehensive “national materials
policy. ” Therefore on October 26, 1953, the
President appointed a Cabinet Committee on
Minerals Policy, referring to depressed condi-
tions in the mining industry and specifically
mentioned lead and zinc producers. The Presi-
dent charged the Committee with the follow-
ing tasks:

~ssn Yder, G]enn, Stockpiling  Stru tegic  Materials. San Fran-
cisco, Chandler, 1966.

●

●

●

To make sure the United States had
available mineral raw materials to
meet any contingency during the “un-
certain years” ahead;

To make sure the United States could
meet the ever-growing minerals re-
quirements of an expanding economy;
and

To  p rese rve  the  added  economic
strength represented by recent expan-
sion of facilities by the domestic min-
ing industry, through policies that
would be consistent with other U.S. na-
tional and international policies.

T h e  C o m m i t t e e  r e c o m m e n d e d  t h e
establishment of mineral stockpile objectives
w h i c h  w o u l d  a u t h o r i z e  a c q u i s i t i o n  o f
materials beyond levels indicated by existing
minimum objectives, The President accepted
the recommendation and on March 26, 1954,
authorized the ODM to establish new “long-
term” procurement goals  for  metals  and
minerals, Nonminerals on the stockpile list
were excluded, Purchases were to be spread
out over a period of time and were to be con-
fined to newly mined metals and minerals of
domestic origin. In determining objectives,
there was to be no wartime reliance on sources
of minerals located outside of the United
States, Canada, Mexico, and comparably ac-
cessible nearby areas as defined by the Na-
tional Security Council, Purchases toward the
long-term objectives were to take place at “ad-
vantageous prices” and at times when they
would “help to reactivate productive capacity
and in other ways to alleviate distressed condi-
tions in domestic mineral industries that are
an important element of the nation’s mobiliza-
tion base. ” Provision was also made for
upgrading during slack periods in the process-
ing plants.

Acquisitions toward the long-term objec-
tives were to be obtained by direct purchases
transfers from DPA purchases and expansion
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p r o g r a m s , a n d  f r o m  b a r t e r  o f  s u r p l u s
agricultural commodities. Thus, stockpile
purchases were to acquire materials for war-
time security and to promote the well-being of
the mining industry.

2. Lead-Zinc Programs

The lead and zinc programs appeared to
receive special attention. The objectives were
increased to the level of “at least one year’s
normal U.S. use of any strategic and critical
metal and mineral. ” This rule was to be used
only when it would yield a higher objective
than did the discounting of oversea imports. In
practice, the rule applied only to lead, zinc,
and, to a lesser degree, antimony,

3. Establishment of Long-Term Objectives

In  o rde r  to  e s t ab l i sh  and  rev iew the
minimum objectives, the basic framework of
the factoring system as established in 1950 was
used. Determination of the long-term objec-
tives involved a recalculation for each metal
and mineral, applying the new assumptions
contained in the President’s directive, notably
the assumption of no distant oversea imports
and the additional requirement for stocks of
lead and zinc for “one year’s normal use, ”

Public Law 480, the Agricultural Trade and
Adjustment Act of 1954, added one more non-
national security feature to the stockpile
program. This legislation provided for a sup-
plemental stockpile of strategic and critical
materials purchased through the disposal of
agricultural surpluses in foreign markets. Im-
portantly, through barter arrangements, in-
dustrial raw materials were acquired in ex-
change for perishable farm products to reduce
the storage costs for the total holdings. Dis-
posal of materials from the supplemental
stockpile was subject to the same constraints
as sales from Strategic Stockpile.

4. New Revisions

The Mobilization Readiness Program was
revised in 1956 by the ODM and retitled the
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Analysis. It was again revised in late 1957.
Under this program an overall estimate of in-
dustrial capability was based on an estimated
gross  na t iona l  p roduc t  fo r  an  a s sumed
mobilization period. This estimated GNP was
then broken down into component shares
which were assigned to the military and to
supporting industrial areas. Using the ex-
perience of 1952 material consumption as the
base, the ODM developed new estimates of re-
quirements for CMP mill products. These
were then factored to convert to refinery pro-
duct, with due allowance for alloy content and
scrap generation.

For non-CMP materials, relationships were
sought between the material in question and
consumption of steel, copper, or aluminum,
For instance, one part of the zinc requirements
is based on the production of galvanized sheet
and wire; another part, on zinc content of
brass. Some materials are related to automo-
tive production and automotive population;
for example, lead for batteries and gasoline.
Some materials seem to be without any rela-
tionship to other materials. In this case the
estimated GNP index may be used,

5. Revisions of Time Factors and Objectives

From the beginning of stockpiling in 1944,
stockpile objectives were calculated on the
assumption that a future war would last 5
years. By 1954 the assumption was being
challenged by the Air Force. Gradually, the
mil i tary shif ted to the idea of  a  3-year
mobilization effort. On June 30, 1958, the
stockpiling policy was revised to assume a 3-
year war, This had the effect of reducing all
stockpile objectives by about 60 percent and
created a number of surplus stockpile situa-
tions. The former “minimum” and "long-
term” categories of stockpile objectives were
renamed “basic” and “maximum,” respec-
tively. On June 30, 1958, only 10 materials
were still short of the basic goals, and these
plus 8 more were below the maximums, The
balance of the 75 materials were held in excess
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of the maximum goals and therefore were not
subject to further procurement. 26

Methods of calculating the basic and max-
imum objectives were essentially the same as
before except for the shorter time period. The
maximum objectives were calculated on non-
accessibility of supplies from outside the U.S.
and Caribbean areas, while basic objectives
assumed some imports for other areas.

Under DMO V-3 (dated December 10, 1959)
the “six-month rule” was adopted. This rule
provided for “basic” and “maximum” objec-
tives. The maximum objective included an ad-
ditional allowance to take into account the
complete discounting of sources of supply
beyond North America and comparably ac-
cessible areas. The maximum objective was to
be not less than 6 months usage by industry in
the United States during periods of active de-
mand.

6. Stockpile Declassified

From the time that it was created in 1946,
the stockpile was considered to be so related to
national security that inventories and objec-
tives were closely guarded secrets.

In 1962 Senator Symington questioned the
need for continued secrecy of the stockpile
data, the President agreed, and ordered the
declassification of information of stockpile ob-
jective and inventories.

7. Stockpile Releases

There followed a large number of requests
for releases and sales to industry of materials
which were in short industrial supply and for
which the inventories exceeded the objectives.
Copper was one of the most frequent targets.

These requests were resisted consistently.
Although a surplus did exist, the determina-
tion of the nuclear objectives had not yet been
completed, and preliminary estimates indi-
cated a substantial need for more, not less cop-
per. Furthermore, the strategic stockpile was

~~cenera] Services Administration, Stockpile Report tO the
Congress, S to tis ticul  Supplement, ]on uary-]une  1958.
Washington, DC., General Services Administration, 1958.

not intended to be an economic balance wheel:
in fact, when the Stockpile Act of 1946 was de-
bated in Congress, industry representatives
expressed their apprehension over the possible
misuse of the stockpile and were promised
that the stockpile would never be used as an
economic weapon.

In 1964 the copper industry was in a short-
supply situation. One brass mill was most per-
sistent in requesting some material from the
stockpile inventory. The President complied
by ordering the release of a relatively small
quantity (20,000 tons) from the DPA invento-
ries for defense and hardship cases. Pandora’s
box was now open. (A case study on “Releases
of Copper from the Stockpile” can be found in
appendix B of this assessment.)

It should be noted that some of the releases
of copper were not for the purpose of provid-
ing assistance to industries, but rather to prov-
ide budgetary assistance to the prosecution of
the Vietnam war and to rel ieve upward
pressure on prices,

8. Justification for Stockpile Releases

In order to justify releases of material from
stockpile  inventories ,  the material  to be
released had to be either obsolete or surplus to
the objectives. This may explain some of the
changes in the guidance provided for the
calculation of objectives in Defense Mobiliza-
tion Orders (DMO) 8600.lA and 8600.1B. Each
had the effect of lowering the objectives,
thereby moving more material into the surplus
category available for disposal.

On March 30, 1964, Defense Mobilization
Order 8600.1 (formerly DMOV–7) eliminated
the 6-month rule and established one objective
(maximum) to be adequate for limited or
general , c o n v e n t i o n a l  o r  n u c l e a r  w a r ,
whichever shows the largest supply-require-
ments deficit for a 3-year period to be met by
stockpiling. Furthermore, the order provided
that only domestic sources of supply or those
in contiguous countries would be considered
available during an emergency. The order also
provided for discounting of potential wartime
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supplies if such supplies were relatively con-
centrated, either locally or in North America.
Domestic supplies were also to be discounted
to reflect vulnerability to sabotage. In cases of
excess concentration, provision was to be
made for supplies during the estimated time
required to restore capacity and operations.

The release of 200,000 tons of copper in
March 1966 carried with it the suggestion that
productive capacity should be increased. This
led to the Second Expansion Program, dis-
cussed as a case study in appendix B of this
assessment.

DMO 8600.lA (dated December 16, 1968)
had the effect of increasing estimates of sup-
ply and thereby tended to reduce the stockpile
objectives and make more material eligible for
disposal. It stated that estimates of supply
should be based on readily available capacity
and known resources in the United States and
such other countries as certified by the Joint
Chiefs of Staff and approved by the Director of
OEP The usual discounts for concentration,
sabotage, etc., were to be applied.

DMO 8600.lB (dated April 11, 1973) pro-
vided that the stockpile objectives be limited
to meeting estimated shortages of material for
the first year of a war. Requirements were
assumed to approximate the consumption
capacity of industry, taking into account
necessary wartime limitation, conservation,
and substitution measures.

As a result, accessibility constraints were
relaxed, maximum substitution of materials
assumed, and a very limited military force ac-
cepted as a planning assumption. Above all,
however, the 3-year war assumption was dis-
carded, and preparation was made for the first
year of war. The rationale offered for this
change assumed that the stockpile was needed
merely during the transition from a peacetime
to a wartime economy. It stated that beginning
with the second year of war, the necessary ad-
justments would have been made and the need
for stockpile withdrawals would vanish. This
shift in planning assumptions had the advan-
tage of eliminating debates as to the validity of

a l-year war assumption. Experience does not
lend much support to this view.

The net effect of the above changes in
strategic planning assumptions was to create
surpluses for most materials in the national in-
ventory available for disposal. This was soon
reflected in sales from the stockpile. Com-
pared with the fiscal year 1972 total of $146
million, 1973 sales more than tripled to $558
million, and 1974 sales soared to $2,051
million. 27

On June 30, 1973, OEP was abolished by
Presidential order and its records and remain-
ing functions transferred to GSA.

9. Policies of the 1960’s

In retrospect, the decade of the 1960’s was
marked by the role played by the national
stockpile in dealing with some of the economic
consequences of the Vietnam war. When a
high level of economic activity coincided with
burgeoning requirements for the production of
military equipment, materials shortages and
upward pressure on prices were the inevitable
result.

Department of Defense, Atomic Energy
Commission (predecessor to the Energy
Research and Development Administration
and the Nuclear Regulatory Commission) and
National Aeronautics and Space Administra-
t ion  con t rac to r s  and  subcon t rac to r s  a l l
possessed priority authority in the purchase of
materials and equipment under the operation
of the Defense Materials System. As a conse-
quence, shortages of materials impacted en-
t i rely on the nonmil i tary industr ial  and
civilian economy, thus magnifying the shor-
tage effects on the concerns not involved in
war production.

Stockpile and DPA Inventory sales were
made to soften the adverse impact and reduce
upward pressure on prices of industrial
materials, In some measures, stockpile sales
were used to reduce demands for the imposi-
tion of wartime material and production con-

,?7 Data from General Services Administration,

238



APPENDIX A

trols. Sales during the lo-year period ending in
1970 amounted to $3.1 billion. During the 3-
year period 1965-67, which marked the high
years of materials requirements related to the
production of military equipment for the Viet-
nam war, sales amounted to just under $2
billion.

The OEP Stockpile Report to Congress for
the July–December 1966 period had this to say
in connection with the long-term contractual
arrangement between the General Services
Administration and the aluminum industry:

During the 13-month period ending December 31,
1966, industry purchased a total of 357,294 tons,
valued at $175.7 million, to meet the growing de-
mands for aluminum products resulting from the
Vietnam war and civilian economy. Of the total,
approximately 83,875 tons were committed dur-
ing the July–December period at a time when
growth in productive capacities was unable to
keep pace with mushrooming requirements for
aluminum.

The huge sales of copper, nickel, tin,
tungsten, and aluminum had the same objec-
tive. In short, Government policy had evolved
to the point where stockpile was being used as
a tool for economic stabilization.

10. Future Stockpile Policy

If present rules remain unchanged, the
future stockpile program consists of establish-
ing an orderly disposal program. The alterna-
tive is to make explicit a number of objectives
which have largely been implicitly sought
under the cloak of national security. This
would permit the use of stockpiling to meet
new national objectives and obviate the need
for a large, quick disposal program. Experience
gained in the evolution of the present stockpile
program could be invaluable in guiding such a
future program and helping to avoid negative
and confusing actions.

.
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