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NATIONAL DEFENSE

This convention closes under conditioris vestly different
from those we conceived to exist even as late as one year zzo.
To an increasing extent during the last 12 months, the pattern
of our lives has been shaped by happenings abroad. You have
assembled here for your 5lst annual gathering with the old world
falling into pieces about you. Even from our comparatively safe
vantage point 4,000 miles away from the actual scene where so-
called civilization 1s tearing itself to shreds, the outlook is
unspeakably grim.

The United States is not escaping end canrnot hwope to escape
the profound consequences in our way of 1ife which must follow
chaos abroad. Yot in our time will “he old hsdits of Thought aad
action roturn to serve us,

When the Arkansas Bankers Association held its convention here

Hot Springs on May 1€ and 17 in 1940, not one of you who
attended would have believed a prophet if he had anpeared before
you then and foretold the events of the year that has elapsed.
Buropean news was ominous +then. OUn the day yvour convention opened
last year the Germsns pesssd Sedan, and Paris was placed under
martial law with the enemy only 13C miles eway. OCn the day rour

onvention closed, the Belgian Government mowved tc Ustend end
news reached this country that the north iaginot Line had been
breached for over sixty miles.

Even then we had not grasped the swift temno of events.

Few would have believed that the surrender of France
would occur within littlc more than & month. 10 onc

dreamed that within three weeks, without opposition,



German troops couid occupy FParis.
One year ago we were certain of many things. In fact

knew too many things that weren't true. Since then the keystone
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of our thinking on international affairs has dissolved. That was
our conviction that a nation which mirded its own business and
respected the rights of i1ts neighbors would be left free to develop
its way of life in its owrn sphere.

That rule hasn't worked in Burope and Asiz. Few cson be found
today who are certain that it will continue to work here., On the
contrary, another rule is proclsimed and is being demonstrated.

In it force and power are all thst count -- and the demonstration
hasn't been ended yet., There is no limit to it except the limit
imposed by fear of another and a greater force.

Wealth and resources, mountains of gold and miliioans of acres
of factories, are not power in the equation that is known over
three-quarters of the world today. ey can be organized into
power; until then they are just bait,

We can honestly disagree over the likelihood of serious
military wer beiug launchcd against the United States at home from
either Zurope or Asia; but we cannot disagree with the proposition

that the likelihwod recedes as our armement sdvances,
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This is a new concept for many of us, At nouz we common
everyday men and women are confused and buffled. HMany of us are
gripped by a growing pessimism as to man's ability to run the machirne
he has created. Our individual troubles are coming to seem petty

to us, compared with the collosszl horror that is astride the world.
Its swift growth did more than blot out the peaceful Scandinavian

democracies and the well-ordered life of the Low Countries., It

did more than conquer France and Greece and the Balkans, It



inevitably has changed the pattern of our own life now and for the
future,

As a nation we are an important part of a world at war and

it isn't the oid kind of war which the world has always known,
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either., Modern war as dictators have shaped it is ircredible in
its speed, range, destructivity, maligaancy ané totality. That
last word is the ore I want to fix ir your minds. In this country
we haven't yet even gliimpsed what total orgenization for war
means, Jut we will De compelled to understand it and to match it
if democracies are to compete at war with dictatorships, ond if
we are to perform successfully the role of arsenal for derocracies
we are assuming,

Total war as dictators wage 1t subordinates or eliminates

every other aim, interes
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, and consideration than the o
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¥y

e goal of
complete victory over present and potential encmies of their regime,

There is much in that concept which democracy unconditionally

rejects, But it grows inmcreasinrgly apparen’ that we cannot now
fashion to our heart's desire *the world we live in., We face a grim
challenge, not of our own choosing. Can we mobilize ocur vast
potential industrisl strength promptly and on sufficient scale,
and at the ssme time preserve the essentials of a democratic way
of life?

Obviously we cannot do it while preserving unimpaired all the
privileges and immunities we as groups, classes, corporations and
individuals have prized so highly. The best we can hope to do while

joining forces in the task at hand is hold fast the democratic

idea of individual freedom, and in yielding from its form that



-4a
which is necessary to single-minded action, do so in the determin-
ation to regain it all when the crisis passes.,

Production for the purposes and on the scale to which we are
committed can be had only from three sources: from the slack of
unused capacity and unemployed men and materials which has existed
in our etonomy; from new factories and expsznded facilities and
newly-trained labor recruits which have been or will be provided;
and by diverting from peacetime production to the arms programn a
portion of the plants, materials and mer that normally supply our
consumer needs,

One simple statement will illustrate the enormity of the job
we have undertaken., Scarcely one year ago the sum total of ocur
government's appropriated commitments for armaments was two and
one-half billion dollisrs. Today the total for our armed services
and to supply the opponents of aggression abroad has reached the
staggering figure of forty-four billions. And this expenditure is
to be forced into the econory at the swiftest practicable rate and
in the shorteszt possible time,

Only an incurable and unrealistic optimlsm ecan imaginhe that
this will be done without profoundly chenging our mode of life,
our ways of business, and the intcr-relationships between the
government and both,

If events of the past year have been swift and far-reaching,
I am sure those of the year ahead of us will be no less so,

Before many of you reach your homes from this convention, other and
important chapters may have been written. Under these circumstances
the subject "National Defense" on which you hsked me to speak

becomes big enough to touch vitally every fiber of individual and
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national being, It is a tough assignment to handle.

One year apgo this month the President set up ths first of a
series of emergency agencies to deal with problems of national
armament and national defense -~ the National Defense Advisory
Commission, My connection with it ceased with the acceptaace of
my resignation on iay 5., I felt free to resign because the
Commission had practically ceased to function as a Commission,
and because the Agricultural Division had been superceded in its
original field of work by the Department of Agriculture, My
departure from Washington has been recent enough, however, to
leave me a clear current pictare of the Capitol as the nsrve
center of a nation that is gearing itself for war.

Whether war on our part will continue to be merely economic
and financial; whether our HNavy will become engaged and if so,
when and where; and whether our participation will go beyond those
fields, are guestions I can no more answer dogmatically *than you
can, I merely set forth as my opinion that the world, and we
with it, are engaged in a conflict which will go forward for a
long time and on many fronts -- economic as well as naval and
military, We had better set over the idea that some bright
morning we are going to walte up and find that something has clicked
to throw us back again in the old comfortable grooves of the
twenties,

Since this subject is so wvast, I would lilte your permission
to treat with some of its relatively limited segments in my talk
today -~ deeentralization af the defense effort to make better use
of the manpower and material resources than we are doing today; *the
Defense Contract Service which has been estsblishied to aid in a

better distribution of the actual job of production than is
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possible without extersive sub-controcting; and finally, and vearer
home, the contribution which this section, the central and lower
Mississippi Valley, can make toward the national effort,

When the National Defense Advisory Commission was organized
last summer, 1 expressed the view that new industries required
under the defense program should not be located in areas where
existing industries essential to defense are now coanceatrated when
there was any possibility of placing them elsewhere without undue
sacrifice of spced and efficiency. It was clear that this was the
only way in which new reservoirs of unemployed labor and resources
would be tapped without uprooting families snd shifting them
thousands of miles into comrwnities where sbbing of the armament
effort would leave them stranded,

The plans for war production which had been wmade prior to
the emersency were not based on such a principle, In carrying out
the program up to date some progress *toward decentralization has
been made, but I am afraid that on the whole we have followed the
same pattern of regional concentration that was followed in 1917
and 1918, Then we handicapped our effort by shortages of labor
and transport snd left an aftermath of over-concentrated industry.
I am afraid that we will again reap some of the same harvest of
economic and social consequernces,

Wew facilities and new production are now being authorized
for the United States and for aid to England. I am hopeful that
the armed services snd the defense amuthorities will do a belter
job with these than has been done neretolore, i do not mean that
the plants and [acilities that have already been located will not
nroduce efficiently the materials and the impleuents they are

designed to turn out. By a "better job" I mean that the sdditional



units yet to come will be located where they can tap resources of
materials, facilities and men heretofore untouched. The importance
of such an effort to the Midwest area will be apparcnt to all of
you, It is of equal importance, I believe, to the agricultural
regions of the South and Southwest. In tliese areas are the sreat
reserves of manpower and materials which are ot now bein; tapped
for the defense program and which must be brought iato use,

On the human side and to minimize the aftermeth, it is
important that we avoid so far as possible drawing men from
the mountains and the prairie, from farms and interior cities
and tovns to crowd them into industrial centers hundreds of
miles away. It is far better to leave as nany as possible on
farms and in the villages but give those with low incomes
opportunities for employment in industry. This would lessen
the immediate need for housing and provide a measure of security
when the emergency has passed,

A moment ago I spoke of the Defense Contract Service, This
is a decentralized branch of the Office of Production lManagement
which maintains field offices in each Federal Reserve Bank and
Branch throughout the country., W#hen the first re-srmament orders
were placed, most of them of necessity went to large firms that

had the menageriel, engineering

1R ]

and factory personnel to trans-
late orders of such type and magnitude into terms of plant
facilities, manpower and materials, It is now imperative that
every suitable factory in the country, large and small, be
enlisted, The Defense Contract Service was established to this
end, It provides a clearing house of information close to home
for prospective contractors and sube-contractors, for Army and

Navy procurcment officers in the field, and for firms that now
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hold defense contracts and need sub-contractors to help them
speed up deliveries, These are its objects:

1, To establish a chain of conveniently located
offices throughout the Nation where a contractor or potential
contractor can receive alil the information he could get from
a trip to Washingtorn,

2. To advise manufacturers how to geit zontracts for
defense work they are equipped to do,

3, To enccurage prime contractcrs to subcontract the
greatest possible amount of their work,

4, To help small shop ovmers pool their facilities so
they can jointly participeate in defense work which none of them
is equipped to haandle individuvally.

5, To see that any manufacturer who has suitable
facilities and is otherwise gualified for defense work obtains
the necessary financing.,

With only one exception, there is an office of this Ser-
vice within 250 miles of every industrialist in the United States,

These regional offices are headed by production-minded
business men., Thelir staflfs include technical men competent to
advise on the use and adaptablility of plsnt facilities for de-
fense work, Senior officers of the Federal Reserve Banks and
brench banks are available to advice on financial problems.
Staff members are there to explain the provisions of Goverument
contracts,

These offices do not talre the plece of Army and Havy
procurement officers who have been maintained in the field ror
nany years, nor are they intended to be super ssles organiza-

tions set up for benefit of any industry or group of industries,
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heir object is to coordinate the activities of *he Government
purchasing officers, civic defense groups, and manulecturers, to
the end that production may be speeded up as quickly as possible,
The Defense Contract Servise should be of particular interest

to you bankers since it provides a source of information to which
you may and should refer yonr customers aad from which you,
yourselves, can jet assistance with respect to any problems which
may confront you in financing your custoumers who sre engaged in

defense work.,

Now, finally, it is time to Lrin home to

A

the great agricultural empire of which Arkersas is &= pars.

I realize thet I haven't bee
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tallking to you %today as bankers.
I could have talked about tlie part you are playving and will
play in defense financing. All of us who are coopersting in
that phase of the nation's efforts have besn gratified by the
spirit and promptness with which the banks of Arkensas, and
of the other states in this Federal Reserve District, hsve
taken hold of the distribution of the new series of Savings
Bonds. The vanks &nd the citizens of this area will do their
part in the days ahead as they always have done in the past,
But in other ways the coa®tribution which this section will

make to the future of our country is greet almost without limit,

The great waterways of the nation meet and flow ;e your boundarierz,

I am proud to have been eas! to bocone = pert of this
Bighth Federeal Eeserve District,

#ithin its boundaries almost any product can be grown, Iis
climate ranges from the northern temperate to the sub-tropical,

Its soil types encompass everything from the richest alluvial

soil in the world in the lMississippi Delta and the blue-greoss
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region of Kentucky to the red c¢lay hills of Tennessee and
Mississippl and the rocky ridges of the Ozarks, Almost every
agricultural problem facing the nation today can be found within
its bounds.,

Despite the many economic difficulties now confronting this
District, some of which will continue during the next decade, 1
firmly believe it has the most promising future of any section of
our nation. Its fertile soil, its growing climate, vast mineral
resources and splendid people cormbine to make its future bright
and 1ts prospects unlimited,

If, for a moment, I may be permitted to asssume the role of a
prophet, I would prophesy that this zrea is destined to become the

hub of the wheel of progress of the richest and greatest industrial
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nation in the world, Since the days of our pionesr ancestors, the
trails of our covered wagon have crossed and criss-crossed this

region bound for the West and Southwest, Today the hizhways snd
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railroads form a similar pattern, Tomorrow as our hemisphuric
relationships become closer and distances become meaningless before
the progress of our great aviation industry, our =sirpsorts will
become the hub and center of air transportation.

The Mississippi and its tributaries form virtually a privste
waterway for this area, The citiss on its banks should logieally
be the fabrication centers for domestic products zdyiag to the
Americas and by the same token this area is ideally situated to
use its mineral, agricultural and industrial resources for the
conversion of the hemisphere's raw materials into manufactured
articles. Geographically, this territory possesses unsurpassed
opportunities for industrial development. “hat is most needed is

the spirit of exploration of the early settlers and the hardihood



of our pioneering forebears,

Although I can visualize the developmeat of a promised land
in this area, I must emphasize *hat it will not come Lo us of its
own accord, It will require the wisdom, foresight, energy, ambition
and leadership of all of us to so strengthen the econsomic febric of
our nation that no set of circumstances can disturb it, save
temporarily, and that we may go forward into an era of prosperity,

the like of which the world has never bafore witnessed,
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