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REQUIRH}~ENTS FO!{ PI,ANT ~oIb&~ [mo 

20 i,:iarch 1946 . . . . . .  

COLONEL BRO]T[ : 

I am sure that by this time in ~he course the subjects in the fields 
are getting rather narro,v in which you have not already pear.ed. But this 
morning we are going to look into this plant facilities . business a little 
further, i am sure that ~v{ll be a welcomed relief from all of these 
financial and statistical figures that you got yesterday and perhaps some 
you ~,,dll ge~, today. 

.:re are fort~uate enough to have v.~th us today Colonel Perry L. Houser. 
A speaker who does not have a biographical record in "~f~0'S ~J~{O a mile long 
they alv~ys tlurust off on me to introduce. They never gave me anything 
about the man's past life. Now I ~ave the right to ass,~me that this 
speaker .~as born and that he grew to manhood. Although it is questionable, 
I have the right to ass,~me also that he is past the age of 21. I tried to 
detect by his accent from v&.at State he hails from and, in order to draw 
him out, ! accused him of" being from Arkansas. ~iell, he finally admitted 
he v~s from Indiana; that he v~s a doosier, i suppose all that is i~teria! 

He came dovm here in Februar~j 1941, went on the =tray and Navy 
~[unitions Board and stayed t~ere ~n~til Decer~Joer 19~, ':iith the changes 
that v~re then taking pl~ce, I think all of you ~.,~Ii have to admit that 
that ~s a very ,:ood record indeed, and must have been some indication of 
marked efficiency. 

t 

Then from Janua~r i~.43 to , - ,.u~=,us~ 1945 he went to the Production Divi- 
slon of A.S.F. and took up nls duello as liaison officer with the ~lar 
Production Division. You v,~!i hay@ to V~-tch these Hoosiers. They have a 
w a y  of i " " - "  nslnuaoIng themselves into other d eoartments. They have Vhat 
contact, that rely .... touch, as liaison officers.. Thm~, after all ¢his 
liaisoning v~s over he bec,ame C[)&ef of the Facilities Section, 0ffice of the 
Director of Proc~rement of A.S.F. He is going to speak to'you this 
morning on the requirements for pla~.t facilities. 

Gentlemen, '" ' ~o~onel ifouser. 

• .COL ONEL H O U S  i ; R  : 

Gentlemen, I do not kno~ ,<uether he said efficiency or deficiency; you 
v/~ll find o~t pretty soon. ]~nd, as far as being from Arkansas is concerned-- 
i don't know Wether he claims that as his Stii~e or not -- l'd rather be a 
Hoosier. 

!ly subject for discussion is "Requiremehts for Plant Facilities". This 
is interpreted to ne~ requirements, both past and future, for industrial 
facilities for production of military materiel. I am sure all of you are 
familiar as to what part the industrial facilities oicture played in Tforld 
War ii that enabled us to brimg the material to o~o_~ o~,~ forces and those of 
our Allies which ~'~s able to spell the ',~'ord "Victory". 
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You "~'~re told in previous lectures how rcquir.ements for end items and 
various products were set up and transmitted to the operating divisions or 
Techr-ical Services. My discussion will be on how to preduce those require- 
me~.ts. Now in order to give you a better ~r~derstanding of some of the v~rds 
I ~.,~%11 use later on in the discussicn~ let's have a seri@s of definitions. 

Indu~tria! Installation - is defined as a m~_nufacturing pl~_nt, v~qether 
- -  , r , , 

privatel~ ~ or- go~e-rnment 0v,~ed, with all necessary appurtensmces, thereto 
inciudin{ machinery and equipment, utilities, warehouses, test buildings 
• -~nd similar items. 

._Comlmamd installations - is a term crdinariiy used to designate in- 
'sta!l.~t,i~)-ns re.~uired f~or ~'~urposes other than manufacturing. 

- .[ 

Active Installation - is a term used to describe the status of ~n 
installation currently ~u production. 

Standby Installation - is a term used to dsseribe the status of an 
installation-.nct currently in use but :~ich the ~.~;ar Department desires to 
keep in standby to resume production if necessary. 

Surplus - is a term used to describe the status of a~u installation 
v~-A ch had .been determined by the ]~ar Department to b!e no longer needed for 
its immediate or foreseeable requirements. 

/rod now if you have the definitions fairly well in mind, let us find 
out v~lat happens ~.'~en a :~±ecnnl~al" " ~ Service receives a statement 05 require- 
ments. For exa:~=~l.,, let us say that there is a~-~ increased requirement for 
25,OC0 ~ounds oer month of 105 ~.:i' artillery ~ "+" .... ~mun1~mon. There is present!y 
~Inder procurement 23~000 rcu_nds per month. In this.case the Ordnance Depart 
merit, through their District Office, determine whether their present sUpplie: 
has the capacity~to meet the increase. Since the increase represents 'double 
~elr present rate, it is very unlikely tht.t capacity ~,.dil be available, 
t..erefore Ordnance must of necessity find other sources for meeting the 
requirement. They refer to the ge_uerml policy in PrSburement Reg,~!a~icn 
}~o. iO as a basis or guide in their study. PR IO, Section I, paragraph 
IOO1, outlines the "iener-~l policy i~ reg~-rd to new facilities, This policy 
is "The consorvmti.-n of critical mater~al' and th~ fu~es~ + possible utili- 
zation of existing facilities, whether structures, machinery or equipment, 
requires tb..~ [~reference in placing contracts should be given first to 
contractors ,~.o have existing plants or machinery available and second, 
to contractors ~4~o need to acquire the least %mount of additional facilities 
for performano¢ of the contract. .~ere it has been determined that nev¢ 
facilities are essential, preference should be given to contractbrs who 
will themselves finance such facilities. So far as practicable, direct pay- 
ment Or direct reimbursement b.y the gov,i~,rnm.ent for the cost of new faci!itie: 
should be. confined %o facilities vihich themselves form a separate unit (on 
land covered by the facilities conzract or controlled by Tong term lease) or 
"a;nich are readily' removeable from the contractors' existing pl~nt z~thout 
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~ureasonable expense or less of value• Thus, so far as practicable, build- 
ings could not be erected a~ the government's expense on l~ud ov~ed b? the 
contractor unless the government is given an option to lease on an 
appropriated basis for a s ubsto_ntial term after the emergency or an option 
to buy the plant ÷~t a reasonable price now or l'ater determined by nego- 
tiation." In connection with the new construction projects, the site ~i!l 
be selected ';~th a view to minimizing the requirements for additional utili- 
ties, transportation and housing facilities. ~tn effort .:ill also be made 
to a~oid the necessity of multiple-storied structures. ~,herever possible 
structures should be of a temporary n:,ture and should be of the simplest 
construction consistent -~ith the proposed use of the structure and the 
app!icable building codes. Construction in general v.dl! be limited so as 
not 5o use critical material. 

From those few facts you can see that the Technical Services had to 
t~ke into consideration quite a few points '~£nen they were considering an 
export s i on • 

Cnce it has been determined that the only v~y the increased require- 
ments can be met is by expansion of an existing installation or by con- 
struction of a new one a~.d after the Technical Service has selected ~n 
operator or contractor, they then tdrn'~tc~'SeciiioH II of'PR I~ "~)uich'out- 
lines the method for providing new facilities• I believe Captain Loven- 

stein covered these points, but in order to refresh your memory, I rill 
repeat them, There are five (5) basic plans a.vailablc: 

Privately o,,,med with no Government interest. 

r~iva.~ely ovmed with Government interest - emergency pls~nt facilities 
co.:~r~cb for cases in ~:~ich the contractor is to o~ reimbursed by the 
Government and desire to retain .... " ~ ~ "~" T~ = _,u~'~ ~ interest in the f~c~Iz~les ..... 
contractor . . . . . . .  ~,il! be repaid by ~ne Goverr~ment. inanolng the construc ~on 

Goverrunent o~,a%ed. T",~s..~ plan is ~''~s ~ for cases in .:,~ic~: the contractor 
constructs ~C-c~i ~ - * - ~ , ~ ' . ~  ~ .,.~.,.~,., for the Govorr~n. en5 and at Government expense. 

Government o~.~ed ~o,- - j~.~ Lease• This p!~n ms used for c%ses in ~ich 
DPC pays for the facilitieS. In fin-~.cing this :.an the D;b, upon reoo..~men- 
dation by the War L~partment, (in the case o£ the Nmvv, by the I[~,mr_.~ Depart- 
ment) enters i~tc an :~greement of Lease v.dth the contractor, who as agent 
for and in the ~a~m,~ of DPC, constructs the buildings and purchases the 
maci~inery and then leases the f.moiiities from D?C at an agreed rental, ,~,ith 
option to buy ¢-t the end of the lease. 

Goverra~nont o'zmed - Supp]Ty contract. For cases in v~ich the contractor 
v cill acquire facilities (oth~r th,~n rc-~! estate and buildings) for the 
.account of and to bc paid for by the Gcver.~ent; facilities to be used by 
the contr.~ctor to m~ufacture supplies ~uder ~;ar Department supply contrzct; 
contractor responsible for return of facilities in good condition 
except for reasonable wear sz~d tear and loss due through stated 
perils. This plan is financed with Government funds. The title 
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to the equipment is vested in the Government ~'ith the option in 
contractor, in certain cases, to buy at cost less depreciation. 

• , . . , ,  

After the method of .... ~ ±inancin_,.h,~s been ..determined the Techni- 
cal Service is ready to submit an application for aoprovsl of the 
~roject. Allr~quOsts involving the.,use of expediting production 
funds and all .:7 ;euests invol-win~ more than " IO0~000 of other type 
funds had to be snbmdtted to the Production Division, Hq.,. !::-F~- 
for their ap0roval ,?.nd for clearance by all other interested agencies. 

If the )reject involved more than ":25~000 of expediting pro- 
duction funds or other funds in excess of ~i, IO0,OOO, the Technical 
Service v-as required .to include• the foll~,Ting information in their 

consloerable dot a-il project a0plication. I ~cill give you this iff "~ 
to bring out the point so that you can better visualize the extent 
to v'hich the checkin5 had to :be done before they could subm,it an 
application, " .  

Name and location of project. 

• Name and address of ooerator. 

P r o d u c t  . . . . . . . . . . . . . . . . . . . . . . . .  and oroduc~ion rate to be created by tbc project. 

General statement of c rocesving operations to be performed, in 
the olant. "- ~ of %_.-de machine tools end other equipment necessary there- 
fore. 

Generel description ~T-~;i ~og0sed construction or rehabilitation. 
For nm ~. construction state number of buildings and acproxim2tc floor 
s p a c e .  • . . . . . . . . .  

l.~bcr information, such as the ~mount of additional !sbor re- 
quired, the labor cchditions Jn that arc,o~ etc. 

[taxim~am a<:3itional pc' er required and the. 9esouroe. 

The additional fuel requir-:d, .quantity end type;. 

,Z~.ateme",t of adequacy of v:ater, sewage d!sposa!, rail and high- 
vre~r transoortation and housing • " "L' - 

• ~ All these factors hod to be considered. He had to give reasons 
for the selection of +~is oart$cular facility .or s!o~. 

. ' : .  ~ ~r.~ 1 Statement o_,. estimated costs xvas broken dov'n by l~nd, ~<:ildin~s, 
p r o d u c t i o n  e q u i p m e n t ,  a n d  s o  f o r t h ,  . . . .  . .--  . . . . . . . .  . .... . . . . . .  

& 
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Statement of requirements for item to be produced and existing capacity 
for such production. 

Method of financing, if use of expediting production funds is required, 
he had to give a_n esti~..ate of the amount~ and ~iso the estimateddates of 
initial operation, completion of construction, and of final operation. 

After the project was approvedby the Director, Production Division, 
HT.~ AS~ ~, that Division submitted it to the Facilities Corz~ittee of the 
i~ar Production Board for approval. The Facilities Co~.ittee, ~ich consisted 
of representatives of the Army~ Navy, A!r Yorces, TIPB, !¥ar ~anpo~,~r Commission 
National Housing Authority and othersj checked it over carefully for locati.on, 
utilities facilitiesj !abor i etc., and reported their decision back to t~ae 
Production Division, 

At the time the Director of the Production Division or the Director of 
Materiel apprpved the project, approval memoranda v~re prepared for the 
s~g~qature of .the Cnder Secretary of ~ar' all'ocat'ing to the project the 
expediting production funds requested in the project application. If app- 
roved by him, the memorandum is .for~.~rded to the Budget CCfice of the V;ar 
Department f:or the ~!.llocation of funds to the Commandi~g General, AS_P, This 
document is then sent to the Fiscal Division~ :~o~, ~,~ere the funds are sub- 
allo~ated to *~he originating Tec.hnical Service. The original approT~l 
memorandum is returned to thezOroduction Division and becomes a part of the 
permanent project records. Notification of the approved allocation is 
sent to the Technical Service bY the Production ~_vision. The Production 
Division, in turn, notified the Techmical Services that the f~uds had been 
allocated and approved. 

A~ ztez notification by the Production Z~_vision that the project had 
been cleared by all necessary staff divisions and other agencies~ ~.~e 
Tec1~nical Service instructed the contractor or, as the case may be, the 
Corps of Engineers to ~ub.m.it to the 7~r Production Board through the Tech- 
nical Service a U:TB 617 (priority) app!ic~tion covering the entire project 
-if construction ,'~s involved or a PD 3.~ (~pplication for priority rating 
to purci~asc) if th'., proposal i~cluded only°~aachine tools and e~uipment. 
To these applications ~,~s attached a copy of the I~B Facility Co~.m~ittee 
approval. The approved ,'PB 617 or PD 3A is transmitted to the contractor 
t~wough the Tcchn!cal Ser~icc, The contractor then proceeds ~,zith actual 
construction of t~.e project and starts the acquisition of equipment. 

As previously ~ ~ ~ ~ ha~e purposely gone into a rather d et~ailed 
description of the steps taken in preparing and processing a request for 
construction of ne~ fac~±ztzes or an expansion of existing zac_iztzes in 
ordcr that you can appreciate the details involved and so you ~dll have 
some k~qowledge of the magnitude of the job that ~,vas done in providing 
industrial facilities to produce ~ar ;.~r ~~ "~ ~o~,s. In so far as it ~'~..,s 
possible to do so, our existing in~ustriai capacity ~s utilized. You 
just do not go out and say "Joe Doakes~ ~ou expand:" Thcre is a let 
of consideration t.~at has to be gi~zen. V~ere there ~asn:t sufficient 
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capacity to meet requirements and v/nero private industry "did not expand 
v~th its o~a ~. ea[:[tal, the Technical Service h~d to provide the capacity 

through the procedure outlined above. 

The records show that, including the old line arsenals, there v~re a 
3~, 000, total of 627 complete industrial plant~ :'ith a ~alue of ~7, ~ 

@Y,333,000,000 constructed (including struct6ral:additions to existing 
installations) ~ by the Government for the ~jar Department during ~orld 
War II. Of this total 245, with a value of .~., 855, 000, 000 were for the 

/ "<~qh : 
Air Forces. Three hundred @ighty-tv~ ~.~0~, ~.dth a value of $4, 47~, 000, 000 

"" were for the i<rmy Service ForceS. Those are a lot of plants. ! want to 
emphasize the poin£ that these are complete:plants. That does not include 
the simple addition of machine tools and production equipment. 

:Of the 627 pl~nts, 253 vere War Department o~mued (including Emergency 
~ 45"~ 0 0 0 , 0 0  o, Plant Facilities and buildings on leased la~d) vith a value of ~4, , 

Of this number 212 valued at .@3, 967, 000, 000 were for ASF and 41, valued at 
f~-:485,000,000 were for ,~AFo 

374 with a value of .~2,~0,0OO,000 were DPC.o~,ned... Of this n~iber 
170, with a value of ~5].i~000,000, v~re sponsored by the -<SF. 204 v~ith~a 

value of ~" ~ .~.~,369,000,000 were sponsored by the .~,~F, ~hat gives y9 u a break- 
dovm between the ¢~ar Department-o~.,-.med and the DPC-oi:~ed. 

From the figures previously given, you get an idea of the magnitude 
of the Governmemt financed, complete industrial facilities built during 
ti~.is ~,~r. in addition to the complete installations mentioned there were 
many other Government financed expa~nsions, v~ich consisted only of the 
addition of machine tools and oroduction equipment tc privately o~'med plants. 

Let us deal, for a moment v~ith0ne phase of the financial arrangements 
~nzcn. had be 1~.ade to carry ,out this tremendous program.. We -..~.rill take as 

~xpe~_tzn,:~ Production Funds, as an examole Expediting Production Funds, ~'~ ;~ " '~ 
previously defined, are funds approDriated by Congress to the 7ear Depart- 
ment ~or use in expediting production. The use of these funds consisted 
principally of financin~ construction of nevr facilities or modification 
of existing faci!ities and the acquisition ~of machinery and/or oquipme_~t, 

'~ J~O,~00 of such f~nds ~.~re spent. : From July 19~0 to date, over ~I~,000, ~'' ~ ' 
Each expenditure of such funds has to be related directly to a project. 
_Our records show th'~t for the period July 1940 to August !94~ there were 
1,488 " ~ This figure includes ~ ~ ., _ orooec_ u,~. ..~s~ of thos ~ already mentioned plus 

.::&c ~i ~.. e n~m~erous other expansions which consisted simply of the addition of ~- ' ~ 
..... olo and production equipment to co~nercial f%cilities that v~ro already 
in operation. The ntunber of projects is not indicative of the number of 
complete installations since each project includes one or more additions 
~,~ich might be construed as expansions to the 'ori~inzl project. To give 
you an indiOati0n Of the volume of projects approved and the cost, in 

i~ay 19@2 there were approved 162 projects, value ~770,215,713 
I,:arch 1945 :' " " 6.:;0 " " 120,785,480 
August 1944 " " " 147 " " 298,964,@54 
January 1945 " " " 92 ., " 377,198,&40 

- 6 -  

RESTRICTED 



i'(!-5 11 IUI i'U 
-g .~  . . . .  

These figures include Complete ne~v projects, expansions of existing plants, 
additions or augmentations and increased costs, involving Expediting Funds 
and/or DPC funds. 

~:uqd nov: let us see v~at happened in the field of privately financed 
new facilities, including real estate, buildings and/or production equip-• 
monte 

:is an incentive for inducing industry to spend private capital, the 
Tax mnortization scheme ~,~,s dezelopee and enacted into a le,~, in 1940. 

Private industry ",~,s naturally reluctant t o  risk its funds for the 
creation of ~var facilities. The Tax ;~mortization La',v (~ " 24 ~ectlon 1 cf the 
Internal] ~'evenue Code) ,~s designed by Congres.~: chiefly to encourage industry 
to use its o~,~ capital in building ~,~ar facilities. The la~.v allo~..~ a deduction 
in the comput£tion of taxable incoF~e for the amortization of the cost of 

• " ~+-'~ period of 60 months or less. The allo~;rance of emergency facll ........ s Over a 
this deduction is subject to certain conditions ",'i~ieh include the issuance 
of a Necessity Certificate u~nder regul~ti'ons prescribed by the certif~[ing 
authority with the aporoval of the President. V,hen covered by a Necessity 
Certificate, the cost of privately o~,med emergency facilities may, at the 
taxpayer's election, be deducted over a period of 60 months or less and is 
in lieu of normal depreciation for ~hc purpose of determining the net 
taxable income. Before a Necessity Certificate could be issued, it ,;~s 
necessary that the tc_xpdyer file an application sho~ring the need of the 
facility and the supply to be produced, or service rendered. He ~vas also 
required to sho;v that the facility ~s acquired or constructed after Dec- 
ember 3i, 1959 and sponsored b) ~ one of the Tec~ical Services of the 
AAF. The regulations set no hard and fast rules except as to )~urely 
procedural matters such as timeliness of filing. The guides to be follo,,,ed 
in determining necessity ~ere quite simple and can be briefly sum~rized 
aS ~ ~o±lows: The necessity of a facility ~s to be determined in accordance 
:,,~ith ~':hether the supply it produced v~s required in the interest of National 
Defense: during the emergency period and essential to the Armed Forces. 
Shortage of capacity in the industry must ordinarily be sho~,m in order 
to justify an expansion. The basic reason for insisting on a sho'ving for 
a shortage of capacity rather than to increase the capacity of a particular 
company to meet its contract ~ -" . . . . . .  -~qu~_ em~.~t~, ~,~s the desire to spread contracts 
more evenly among all portions of an industry c~pable of producing required 
i~emso 

In the period bet:~men the passage of the Tax. /~nortization -\or ~nd the 
transfer Of the certifying authority, ~ to the i~r Production Board, nov~, 
CPA, the industry filed 31,~47 applications for Necessity Certificates, ~vith 
the V Iar Department. Of that nu~foer, the ~'ar Department issued 2.6,775 cer- 
tificates. The tctal dollar value of the facilities certified, on the 
basis of their est-mated ~,~¢rth on the date of application, vras approximately 
five billion dollars, So, private industry did a ~ale of a job in this 
~hing, too. Of course, there are many other factors v rhich enter into it. 
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During the period in question, the Navy Department had a similar 
procedure for ~he processing of applications for Necessity Certificates 
~Kth respect to those facilities producing supplies under the cognizance 
of the Navy Department~ 

After the transfer of the certification of authority to the ~ar 
Production Board, the War Department's action upon new applications ,~as 
limited to making recommendations at the request of the ~ar Production Board 
v~qen it ~s claimed that the facilities were necessary for military 
Supply. 

On September 29, 1945 the President signed a proclamation ending the 
emergency period aS" defined in Section 124 (e)(2) of the Internal Revenue 
Code. In view of this proclamation, no Necessity Certificates under 
Section 124 of the Code were issued for facilities to be acquired after 
;September 28; 1945.-" 

A geiieral description of the products ~inich ~mare produced with the 
facilities, ~,~ich. ~mare made the subject ,of Ce-~tificates of Necessity, 
included manufacturing of aircraft engines , parts and accessories, ship 
construction, combat and motorized vehicles, guns, ammunition, shells and 
bombs, explosives and ammunition loading, basic and fabricated iron .and 
steel, aluminum and magnesium., machine tools and various machinery and 
met~l wor~<ing eq'~uipment, che=icals, coal and petroleum, products, aviation 
gasoline, food processing, mining, electric power generation and tr&ns- 
mission rails, pi-~e lines, terminal facilities and co~nu_nication equipment. 

In summarizing what happened as far as industrial installations are 
concerned duri_~g World 7~r I!, we have the 627 .complete Government -o~med 
industrial plants employed by the 5"at Department, we have the 1,488 projects 
involving morc than ~I0,000_~000,000 of Expediting Production Funds, which 
includes some of the above, and we have 5 billion dollars worth of facilities 
financed -~'ith private funds ~£th the Tax Amortization privilege as an 
inducement to expand. 

- .,. 

Now let us ~ take a look at the ]%SF plans and recon~r.endations for the 
postv~r era, This ~.~ii cover recommendations for plants to carry on 
research and dev'elopment work; to produce some military materiel during 
peacetime and to provide a nucleus of industrial activity in the event 
of a future emergency. • , . 

As a result of basic pl~ns and assumptions laid do:m by the %~r 
Department Special Staff .~nd as a result of m~ny months of planned activity, 
Technical Services of the Army Service Forces have reco~.~ended retention 
of .~ group of industrial facilities, including the old line arsenals, 
as their post~,~r ~ndustrial military establisb~ment. 

:-:. ' 

Previous lectures have to~gched on the subJset of the lVar Department 
V~mr Reserve, now known as the ~.[obi!izmtion •Reserve. You ~rill reczll that 
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each Technical Service -~as required to determine the q,~ntity of either their 
end items or compqnents thereof required to supply, equip, amid maintain a 
4,500,000 man Army by 18 months after a future ~I-Day. The Technical 
Service ~s also required to indicate how they planned to meet those require- 
ments. There are four basic methods: (i) from reserve plants (2) from 
commercial sources (3) from converted facilities and (4) from new facilities. 
Obviously, no ne ; facilities can be constructed at this time and the Tech- 
nical Services, based on experience gained during this ~ar, know how much 
equipment may be expected from cormT.ercial sources. The remaining two methods 
of those mentioned above, i.e., (1) reserve plants and (3) converted facili- 
ties, will be the subject of ~ remerks on postwar establishment. 

The War Department Special Staff laid down cert~in criteria and princi- 
ples that were expected to be followed or used by the Tecltuical Services 
as a guide in their selection of installations to be retained. A few of the 
principles 9m.d criteria I "will read to you: 

(a) The production obtainable from operating arsenals and industrial 
reserve facilities for each item, to meet the War Department ~r Rcserve 
of that item and production ~hich reasonably m~y be expected to be obtained 
from commercial facilities in the time required, shall be sufficient to 
equip, supply and maintain an Army of 4,500,000 mcn, both in training and 
in active operations, for a period of 18 months follo,a<ng a future M-Day. 
In this manner, there is an assurance that on an outbreak of a total vmr, 
production facilities i~m~ediately needed ~<ll be available many months 
sooner than would othcr-,~e be the case, and tlhere would be time to build 
and place in operation new facilities of the most modern production 
characteristics to meet the future expansion of the forces. 

(b) In general, production capacity is preferred to a reserve, al- 
though both should be provided in all appropriate cases. On the other 
hand, production capacity dependent upon strategic ,materiel which may not 
bc available in the event of a future conflict, can supplant a physical 
• ,,~r reserve only to the extent that such materiels are themselves acctumu- 
lated in reserve. 

(c) Careful consideration will be given to the vital need for a 
continuing, comprehensive, fully supported research and development program, 
so as to keep abreast of scientific and technological progress and to 
avoid future d~oendence upon obsolete equipment and facilities and a pursuit 
of outmoded practice. 

Under the criteria, some of the instructions were: 

(a) Uherever possible, private commercial sources of supply ~.rill be 
used to meet requirements, except in unusual cases ~ere security rcasons 
make this inadvisable° 

(b) If private commercial sources of supply cannot be used, civilian 
industry should be converted for use ~herever possible , and special mac?ine 
tools and production equipment retained in reserve for this purpose, r~ther 
th~n retaining the plant as a ~.ole. 
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(c) There onould be retained only special purpose plants or those 
~vhere the production which may reasonably be expected to be obtained 
from commercial facilities falls short of military requirements. 

(d) In ~ selection of the facilities to be retained, full consideration 
should be given to the following: 

(1) Adequacy of design, construction and equipment. 

(2) Relative maintenance costs. 

(3) Relative production costs. 

(4) Condition of buildings ~ud equipment. 

(5) Location Of facilities ~th respect to availability of 
sUbcbntracting, fuel a~d p0~r, transportation, raw materials and depots 
and storage facilities. 

(6) Physical location of facilities with respect to security. 

(e)' ,~ere it is determined th,.t an inst~llatlon should be retained, 
careful consideration should be given a s to v~ether that installation 
should be sold or leased for co~.~nercial use, provided the•use proposed would 
not interfere :~dth the reserve of the plant to the desired military pro- 
ducti0n at the time required. 

The ab~ze principals and criteri~ clearly demonstrate that the ASF a r e  

relying i n the ability of ~merican industry to provide the major portion 
of industrial capacity re.~uired to pr6duc~e war materiel in the event of a 
future e~:ergenc},'. 

As a reault of the apolication of the above principals and criteria, 
the ASF recom:,,ondations cover a n~mber of installations of such types as 
arsenals, providing grounds and speciul projects which ~,~ll be devoted to 
a continuing program of research and development, pilot line and .job lot 
production and the maintenance of "kno~v-hov~' re, cords, and special purpose 
type plants designed and constructed for the-production of selected critical 
items of materiel for ~vhich there is little or no co~mercial productive 
capaci~'. • 

In the ASF there are a total of sixby-t~ (G2) industrial installations 
with a value of $2,220,840,000 recommended for retention. These are 
recommended by four of the seven Technical Services; the Ordnance ~partment, 
Chemical Warf~re Service, Corps of Engineers .~d the Quartermaster Corps. 
The bulk of the installations fall ~.~ithin the responsibility of the Ordnance 
Department and Chemical VCarfare Service since they are the principal Tech- 
nical Service charged with supply of specialized military type weapons and 
equipment for -,,~ich there is little or no commercial production. The 
recon~mendations of the Corps of Engineers and Quartermaster Corps are 
concerned mainly with research and development and related facilities. The 
other Technical Services, Signal• Corps, Surgeon General and Transportation 
Corps, are not retaining any industrial plants in reserve since practically 
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all of their production comes from cor~ercial industries ~o also conduct 
research and development work for the type ef item required. 

if you were to see a mp of the Army Ser~-ice Forces post~:~r industrial 
installations that are recommended, you ,,muld note the high concentration 
of plants in the ~lidd!e 'J~est and on the East Coast. ,. There are quite a few 
reasons for t.l~t. , 

You, in all probability, heard me read a statement about security. 
Well, one of the criteria for security v~s 250 miles from the coastline. 
Soj it is quite expensive and not too practical to pick up. lock, stock and 
barrel the old-line arsema! that v~s ,concentrated mainly along the coast- 
lines and move it inland. With the atomic bo=#o, t.~.~ 250 miles probably 
doesn't mean anything anyhow; especially with the airplane development. 

ivlost of the old-line arsenals "~ ~...m~ be continued in operation on a 
limited scale in research and deve!opmGn%~ pilot-line production, and the 
maint'en~nce of k~,ow-ho:v personnel. 

In addition to the arsenals that are" in operation or in the standby 
category~ ;,~ have asked to keep~ I should say, some II~800 items of machine 
~ools and met~:l-forming and shaping equiF..ment~ plus other production equip- 
ment wb±ch :,~_].! be used to ]u~,ment the production facilitie s of co~r~mercial 
establishments. Practically all of this equipment is of a special-purpose 
type and has little use as far as co~erciai production is concerned. 

From these co....~aents you o~.'~'~ an idea of the extent of t h e  ~lanninE 
o p e r a t i o n s ,  

i have a beok here that we have put together. Cne of the authors of 
• .Jolo~.,el ~harles ~,'. ~erriman, it happens to be a student in this class, Lt. ~ ~ ~ 

-~.o helped to prepare it before entering this College. It goes into detail 
for each individual instailation, ~,~th all the pertinent factors regarding 
each f aci!ity. 

These studies are all present!y in the Office of the Under Secretary 
of War for approyal. He has indicated tentative approval. The ~,_rY..:y- Air 
Forces have a similar study and I ,~F.~ told the }~:y has a simil~r study 
under ccnsideration, all of ;~~ich v~dl! be sent to the Army mud Navy 
51unitions Board s~nd then taken te Congress for approval. 

in this connection I :~.ight also say th.er~, ~ are quite a few do.liars in- 
volvc.d for the ;.,~intenance cost of these instails~tions. It depends upon 
Congress and their attitude as -be ho'x much money the Services v..dll have to 
retain these installations and the equipment. It is .~ossible that zhey 
won't get enough :'~oney tO retain all of th,~,m; if ~.ot, they ;~rill h~ve to 
cut them out. 

That abou:~ covers my remarks. Dontt fire tee m~ny questions because I 
may not be able to answer them. 
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Have you an S, information on the length of ti e involved in constructing 

and completing thos'e different types o$ ~ plants? 

No, sir, we do not have that information, General. There hays been quite 
a number of guesses, though, i understaid that v~_s the subject of study of 
some of your eom.~.~ittes d6":.,m here. i~e have worked -....ith them and given them 
such information o.s ~,~ have in cur files on it. I th:-nk they have also 
checked vrlth the orps of Engineers at M~e time.the Technical Services gave 

• "N~ l l r  them the go-ahead untli the faCi].ity v~s fl .... l~j completed. 

GEI(Efu~L f~P&;~STRONG : 

I tl]ink the Army and Navy ~d~nitions Board ougl{t to have that information. 
it seems to me a very strong arg'~ment for the retention of at least that 
number of ,,lan~,:. 

'~ ~ .' U DEh = : 

~1,800 itef~ of special purpose -m-mchine tools You mentioned, I think, 
and equipment. 

"- ~ T [ O ' "  
COLONEL ;I~JER: 

Y e s ,  s i r .  

S'fUD[']NT : 

Is that,all they are going to keep out of th"b outfit? 

COLONEL H OUS ER: 

That is the equiphcnt. That is in addition to the equipment that is 
located in these instai!,~r, ions. 

,~ <~UDEN~ 

In a< dition 

COLOKEL HOUSER: 

o the equipment already there. 

.~_ -'- • + eouioment Ii, 800 Y ..... , sir, You ~,,;lll recall I co.m_.mented uha.. of the ~ 
items were for use in converting facilities-of com~.ercial est~blisb~nents. 
In other :'~rds, if your plant needed a special nil!in6 machine and lathe 
to augment its production, you may have it. 

A ~) l ' . ; J J s N l  : 

• 0r~e in%cresting thing during th%t hea-~; artillery a~r.~munition program. 
~,~...s t h a t  f r o m  t h e  t i m e  t h e y  d e c i d e d  t h e y  , Y e e d e d  h e a v y  s . ~ m u n i t i o n  i t  t o o k  
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exactly eight months to convert plants ,and get them into production. There- 
fore, that would be a good talking-point in favor of retaining some of the 

plants in a st,~udby condition. 

COLCNEL HOUSER: 

}.lost of that v~s  due, I think, to the m,~nufacture of peculiar equip- 
ment. Practically the major portion of the equipment needed for the pro- 
duction of shells had to be made new because there had never been production 
of that qua~utity of shells. I am thinking particularly of the forging 
equipment. Therefore, it had to be built. ?ihe forging people, I .':tight 
say, did a marvelous job on that too. They dLd in five, six, or seven 
months ~.~at it v~uld normally t~ke tv~Ive to fifteen months to de. 

A STUDENT: 

t:,at hearty forging equipment ~ Have you set aside ~ 

,~0~- ...... t!OUSER: 

Some o f  t h a t  h a s  b e e n  s e t  a s i d e .  The O r d n ~ o e  D e p a r t m e n t  h a s  r e t a i n e d  
some of it in their ind~stria], reserve and sorae in the complete installations~ 

A S rUDEiI-T : 

I can tell -ou it v~ll take from 18 months to t,,,m years %0 build m a c h i n e  

s h o p s  t o  do a n y  b i g  .c.o l i k e  t h a t .  

COLONEL HOUSF.~I: 

! don't t h i n k  you vmuld" have ~e,ny argument as to oha~. 

COLONEL B RC~'I : 

~h~u the g~.tlem.~n v~s I neglected to tell you ~ ~ ~ ,~ a'n expert on machine 

tools and a distinguished associate of Captain Her, ning. 

A STUDENT: 

Tax .~m~_crtization Certificates are something I do not like very -.'~II 
~.. " ~ ce_~,.s on a dollar, because ',vhen the JOb is done you give a man I0 or !5 ~ 

~ore~ment has nothi~ug to show for it dependin~ on the t~x, and the ~ ~ 

C 0.~.~ Oj.~ .~  HOUSER: 

~.,aic~ . comment. No thought has been given to I am sorry I c~nnot ' ~ any 
that, that I kmow of, at the moment. 

A STUDENT : 

Color.el, there were about 3,066 soldiers', furloughed by the Army to 
the heavy artillery ~.~muniti~n industry in order to catch up on that pro- 
gram when it first started. Now were they scattered throughout the country, 

or were they concentrated in a small number of plants? 
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Quite a n'~mber of t::ose men went to the people :M:o were producing equip- 
r.ent vital to the December a~:muition program... Then there were some in the 
shell-manufacturing plants themselves, but not nearly ~s many as there vrere 
in the production-equipment field. 

A STUDENT : 

But it v~s all connected' :,,.dth the production of the end-itcm of he9~/ 
artillery. 

C~ONEL ....... -~' 

It " . , ,~ .s  connected, directl F or indirectly. 

. . . .  .~ UD~:,: ]7 : 

I have experienced considerable delay in constructing plants such as 
you speak of due to the priority sz;stom breaking dov,.~. Have you had any 
similar experience in ~ "~ ..... " ~'~ ~ I had in mind ~o .... ec~l<~, v~.th obtaining materials: 
construction materials, machine tools, and so forth . . . .  

COT ,",:,: :T HOUSER: 

The order of precedence, ::'hich i believe Captain Henning talked about 
or ~r~s going to talk about ino~le of his talks on the allocation of machine 

tools, and tb.e urgency of the job dictated which tool ,vould be shipped 
first. The question of components for the production of machine tools 
':~s very cri%ical all along during the ,~,~.,r. The question of material for 
machine tool man~facture, also, vms quite critical all .J~a~ing the vat. 
The ~#rgency of the program dictated, as far as priority v~s concerned, 
v,,inich job would get the equipment a~d material first. 

A ~: a U D  . . . . . . .  : 

But there .~s a long delay in :vorking that out. 

t ' l  ( ' , T  (-]~T r~T  
~ . - ,  J:.~ n , ~  HOUSER: 

There :,'m,s q:.[~c some delay, but there v.~s a mul.citude of orobiems 
to be c o . ~ o ~ ( ~ e r e . ~ .  

A STUDENT : 
I 

Arc you people studying or doing anything to get those plants further 
Vfest or undergrou~nd? 

. . . .  : ~  ! I O U S E R :  

I do not know of any movement in ,that direction. 
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Either West or do,;~m? 

COLO,NL% HOUSER: 

I don't !~-~ow of any move in that direction. There have been, I know, 
some committees dcvm here that have been talking of moving tmdqrground 
as far as m3_uui:aeturing facilities are concerned. 

COLONEL BR0 3N: 

Let me put my question, if I can state it coherently. Let's make an 
ass~=ption: Lot's assume three months from now there is a declaration of 
vnr, or a recognition of a state of v~r. L~t's also assume that the 
Congress of the United Sts.tes hands you the ~,~hole United States Tr@-~sur~, as 
i% is pr6no to do on :/oclar~'.tion of vr~r. Now how long v~_ll it t~ke you to 
get thoBe plants all back into operation? 

COLONEL HOUSER: 

The Technical Services v~re asked that question ~vher~ they co,me forv~rd 
vAth a recomv:ondation on the ple~nts to be retrained. "~o-v I will just pick a 
facility at r-~ndom as ~n example: Here is the '.Tatertovm /~sena!. They could 
get into full production, or rather into full operation, in another ].2 months. 

COLONEL BRO".;G : 

I wonder just how long it :.,~ii take them to get into half production? 

COLONEL HOUSER: 

Ks!f? It :,~!i be only tbmee months, I ~vould say. Cer~inly they v~ll 
be back in operation much faster than 12 months. That depends, of course, 
on the availgoility of raw m,%teri~!s to do your processing. 

COLONEL BRO.:'~[ : 

And as t ime  passes it ~,rili become more complex getting these plants 
b~ck into operation. In all prob~biiity, some of them ,,,.i!l disappear 
entirely. 

ooL'o~,! ~',', HOUSI']R : 

Some of them will, that is right. 

A STUDENT : 

I :.',_ight ad£, sir, th.--~t one of the big time-constuming things is your 
collateral items, such as personnel, housing and grocery stores, and things 
that draw off o,~r labor. 
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COLONEL B i,~0 :~'~ : 

The object of my q'4estion :'~s accomplished ~,i~.er. he s~id the Techluical 
/ 

Services had bee~ faced with this problem and that they -;~erc thinking abcut 
it, because I h,~.~-s been thinking abou~ it from reading the daily pap,-ers° 

.~%n}; further questions, gentlemen? 

Thank you, Colonc!.Houser. 

2A Sept. 19A6-200)No 
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