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The most r e c e n t  s t a t i s t i c s  show t h a t  we have f o r t y - f i v e  e l e c t r i c  

s l a v e s  working f o r  each  wage e a r n e r  i n  t h e  U n i t e d  S t a t e s .  With an e s t i -  

mated ou tpu t  o f  e i g h t y  b i l l i o n  k i l o ~ t t o h o u r s  o f  e l e c t r i c  ene rgy  i n  t h e  

U n i t e d  S t a t e s  i n  1927, we a re  v e r y  l a r g e ~  u s i n g  e l e c t r i c a l  e n e r g y  t o  r e -  

p l a c e  t h e  man power e n e r g y  of  fo rmer  d~ys.  

In  t h e  s o l u t i o n  of  one o f  t h e  problems l a s t  y e a r  i t  was p o i n t e d  

out  t h a t  t h e  p r o d u c t i v e  c a l ~ c i t y  of  t h e  a v e r a g e  American,  due t o  t h e  u s e  o f  

e l e c t r i c a l  and mechan ica l  power,  i s  t h i r t y  t i m e s  a s  much as t h a t  o f  t h e  a v e r -  

age C h i ~ a n ,  about  t w e l v e  t i m e s  t h a t  of  t h e  R u s s i a n ,  and two t o  t h r e e  t i m e s  

that of the "~,uropes.n. Every kilowatt of power installed in our central sta- 

tions, every auto truck and tractor, even every mule, enables ~he United 

States to meet a war emergency with greater efficacy. Power is behind them 

all. It releases men for the flghti~ line by reducing the number of men 

required to produce our munitions, our food, and our ordinary necessaries of 

life. 

Relation of Power to other Industrial ~bilization. 

On the other ha~d, the relative position of power with respect to 

a procurement program must not be lost sight of° Power is only one of the 

elements entering into the problem, To show the interrelation of those 

various elements I have included t~ charts, which were used in a previous 

lecture. The first of these shows the broad interrelation of industry. 

In this chart, in the first column, ere sho~n eight occ~q~ational groups, as 

given by the 3ureau of the Census. These groups include all persons in 
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gainfully employed. In the other columns are indicated: 

The numter of establishments. 

Persons employed. 

Domestic m a t e r i a l s  r e q u i r e d .  

Fore ign  mat e r i a l s  r e q u i r e d .  

l ~ t e r i a l s  produced or work accomplished.  

I n s t a l l e d  horsepower .  

T ranspor t a t ion°  

C a p i t a l  inves ted°  

Oommunicat t one. 

Other columns, such as i ~ e l ,  might be added° 

By d r a w i ~  the  l i n e s  between t h e  c o l d , u s  f o r  each of t h e  e igh t  groups 

we h~ve r e c t a x ~ l e s  formed, each of which cou ld  r e p r e s e n t  a n ~ o r  problem of  

each  of  t he  ~s~or  ooc~oa t i cna l  groups .  For example, under  A g r i c u l t u r e  we 

could have t h e  number of farms i n  t h e  coun t ry ,  t he  number of  persons employed, 

t h e  m a t e r i a l s  of f o r e i g n  or  domestio o r i g i n  r e q u i r e d  to  c a r r y  on the  a g r i c u l t u r e  

of  the  count ry ,  e t c .  Under e n g i n e e r i n g  we could make a s tudy of the  number of  

e s t a b l i s l ~ e n t s ,  t h e i r  s i ze ,  i n~or t ance  and c l a s s  of work accompl ished.  The 

problem in  any one block alone would r e q u i r e  y e a r s  of s tudy fo r  complete  so lu -  

t ion.  

Goal of our  I n d u s t r i a l  P l a n n i ~ .  

In g e n e r a l ,  we might say t h a t  the  purpose of i n d u s t r i a l  m o b i l i z a t i o n  

i s  to  solve t h e  problems of each of t h e s e  b locks  and to p lan  so t h a t  in  making 

az~ necessacy  adjustment  in  one b lock o t h e r s  w i l l  not  be a d v e r s e l y  a f f e c t e d .  

In  a second cha r t  |Char t  2} the d e t a i l s  which p a r t i c u l a r l y  concern war t ime p ro-  
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curement a r e  cons ide red .  For many yea r s  Colonel Ferguson had t h e  f e e l i n g  t ha t  

a l l  o f  the  supp l i e s  of each of ~he branches  could  "be c l a s s i f i e d  i n t o ,  say,  t e n  

groups each.  T h i s  c l a s s i f i c a t i o n  c o u l d  be i n  accordance  with any a r b i t r a r y  

grouping ,  as  d e s i r e d  by the  branch,  but would inc lude  somewhere w i t h i n  one of  

t h e  groups every f i n i s h e d  a r t i c l e  r e q u i r e d  by t h e  branch.  An a d m i n i s t r a t i v e  

p lan  a l so  w i l l  be r e q u i r e d  fo r  each branch.  

I t  w i l l  be no ted  t h a t  the  cha r t  has  columns for' .  

(1) Elements  e n t e r i n g  t h e  problem and r e sou rce s .  

(2i Each of the  supply branches of  t h e  .~m.Y.' 

(3} The A s s i s t a n t  S e c r e t a r y  of Ws~r. 

i4) The Navy Department.  

(5) Other Gover~nent Departments.  

(6i Civilian needs. 

and at the right two colunms headed~ 

(i) Plans for  Federa l  c o n t r o l  o f  i n d u s t r y .  

i2) P lans  fo r  p r i v a t e  c o n t r o l  of i n d u s t r y .  

• - S h o e s .  

Let us now assume one item or group of  items r e q u i r e d  by the Quer i e r -  

mas te r  Corps. Let us t a k e  shoes,  f o r  example. In  order  to  o b t a i n  shoes,  t h e  

Quar termaster  Corps must f i r s t  of a l l  have an o r g a n i z a t i o n  t r a i n e d  and equipped 

to  p rocure  the  i t em.  In  o t h e r  words, pe r sonne l .  He must have s p e c i f i c a t i o n s ,  

must know h i s  r equ i rements ,  should have de te rmined  the  raw m a t e r i a l s  e n t e r i n g  

i n to  t h e  manufacture  of shoes,  f o r ,  s t r a n g e  a s  i t  may seem, some e l even  thousand 

pounds of copper per week are required ~o make ~he eyelets for the six-hundred 

and twenty-five thor=sand Army shoes required per week. He must know the faci- 
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lities capable o f  p r o d u c i n g  t h e  A r ~  shoe and must know, in general, that the 

transportation, power, labor sad funds are available to meet the program. In 

order to avoid complication with other Government departments he must have the 

facility allocated to him. In other words, under one cover, an inexperienced 

procurement officer will find sufficient information to enable him to immediate- 

ly enter into negotiations for the procurement of the proper number of the 

t h i r t y - s i x  m i l l i o n  p a i r s  of s h o e s  r e q u i r e d .  

However,  even  i f  t h e  work  o f  t h e  Q u a r t e r m a s t e r  Qene ra l  h a s  been  com- 

p l e t e d  and every element within his control considered, still he is not, nor is 

~he  A s s i s t a n t  S e c r e t a r y  o f  War, a s s u r e d  t h a t  t h e  shoe  p rog ram w i l l  move a l o n g  

w i t h o u t  a h i t c h .  The r e a s o n  f o r  t h i s  i s  e v i d e n t  by a g l a n c e  a t  t h e  c h a r t ,  

Fo r  example ,  unde r  power ,  we r e a l i z e  i m m e d i a t e l y  t h a t  t h i s  v i t a l  e l e m e n t  e n t e r s  

~uto  t h e  p l a n s  o f  a l l  o f  t h e  o t h e r  Government d e p a r t m e n t s  and o f  t h e  c i v i l i a n  

p o p u l a t i o n .  The p l a n s  o f  t h e s e  o t h e r  a g e n c i e s  mus t  be so drawn t h a t  each  w i l l  

o b t a i n  i t s  f a i r  p r o p o r t i o n  of  t h e  power  and o t h e r  i n d i r e c t  e l e n e n t s  e s s e n t i a l  t o  

t h e  p l a n .  I n  g e n e r a l ,  t h e  d ~ y  o f  c o n s i d e r i ~  t h e  p l a n s  i n  a v e r t i c a l  d i r e c t i o n  

falls upon the Chiefs of the Supply Branches, while the duty of making plans and 

studies of the indirect elements rests, by law, with the Assistant Secretary of 

~ar. The execution of any such plans as,,~ay be drawn by the Assistant Secretary, 

or by the supply branches, rests with the ~e~cy designated in the plan, but 

onl~ ~er specific approval and desigr~tion by the l~esident of the United 

States and existing or contemplated law. This, I ~elieve, gives a perspective, 

which places power in its proper relation to the other elements of procurement 

planning. 

Let us now see whet the Assistant Secretary of ~az has done in pre- 

pari~ plans and making studies which will assure adequate provision for the 



mobilization of power in time of war. In other words, to consider power along 

the horizontal line on the chart. A little history might be of assistance. 

Power the World War. 

During the World War shortages of power occurred in various sections of 

the country, particularly at Ni~ra Falls, Pittsburgh, New York, Philadelphia 

and Birmingham. As a result of these shortsges, which first became acute 

around Niagara Falls, President Wilson asked Nr. R. J. Bulkley to investigate 

the situation and report to hin~ In gathering information on the subject ~r. 

Bmlkley consulted with Colonel Charles Keller of the Corps of Engineers, who, 

for years, had been District Engineer at Buffalo, New York, and had been engaged 

in supervising the terms of the treaty with Canada pertaining to the diversion 

of water from the Niagara River. ~r. Bulkley and Colonel Keller went to 

Niagara Falls and held public hearings, at which were represented the large pro- 

ducers and consumers of power. Ultimately, the entire output of the power com- 

panies i n  t h e  r e g i o n  was t a k e n  ove r  by t h e  Government and a p p o r t i o n e d  in  t h e  

best interests of the United States. Industries, whether working upon primary 

or secondary contracts for the Government, or manufacturing supplies essential 

to the winning of the war, were given first consideration. Further steps were 

taken to increase the output of the Niagara Falls plants. This was promptly 

accomplished, due to the detailed information that Colonel Keller and the power 

companies had as to the situation in that vicinity, 

Following this experience a Power Section of the ~ar Industries Board 

was set up and headed by Nr. Frederick Darlington. Surveys were made of the 

power situation in various sections of the country where shortages were threat- 

ened. Voluntary measures were adopted, power conserved by appealing to the 

patriotism of consumers, greater u%ilization made of existing power by means 

of interconnectio~1 and of utilizing off peak loads. Also, new units were 



installed where the same could be done in a reasonable length of time. 

Power S u r v g y  bY c o r p s  o f  E n g i n e e r s .  

At the end of the war Colonel Keller wrote a report of these activities 

to th@ Secretary of War, which as published under the title of "The Power 

Situation during the War". In this report he recon~en~ed that a continuing 

survey be made of the power resources of the country in order that in any future 

emergency d a t a  would be on hand which would enable  a power d i r e c t o r  t o  e f f i -  

c i e n t l y  ~ud p r o m p t l y  t a k e  measures  to  u t i l i z e  our power r e s o u r c e s  t o  t h e i r  maxi-  

mumo 

I n  1920, p r i o r  to  t h e  c r e a t i o n  of  t h e  O f f i c e  o f  t he  A s s i s t a n t  S e c r e t a r y  

o f  War, t h e  @eneral S t a f f  a s s i g n e d  t h i s  du ty  to  t h e  Corps of  E n g i n e e r s .  The 

s u p e r v i s i o n  of  t h a t  survey has  been c a r r i e d  on by t h i s  o f f i c e  f o r  t he  p a s t  s i x  

years. 

In brief, the power survey consists of an investigation of all central 

electrical generati~ stations and systems with a capacity of five thousand 

kilowatts or over. The survey is m~de by the District Engineers in charge of 

R i v e r  and Harbor D i s t r i c t s .  There a r e  some f o r t y - t w o  of  t h e s e  l o c a t e d  in  t h e  

p r i n c i p a l  c i t i e s  o f  the  Un i t ed  S t a t e s .  The r e p o r t s  of  t h e  D i s t r i c t  E n g i n e e r s ,  

with maps, showing the location of the generating plants, the capacity, the 

annual production of electrical ener~, the transmission lines ~nd principal 

s~bstations, together with information as to the phase, voltage, frequency and 

capacity of the transmission lines, are submitted to one of eleven officers, 

each placed in charge of one of the power zones into which the United States has 

been divided. These zones were m~de up to conform as closely as possible to 

our War Department Procurement Districts and still be of a size permitti~ easy 

administration. The boundaries were laid out so that a minimum of power 
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c r o s s e d  t h e  boundary .  The comple te  r e p o r t s  by each  of  t h e  o f f i c e r s  i n  

charge of the zone surveys are suhuitted annu~lly to the Chief of Engineers 

and t h e r e  c o n s o l i d a t e d  and f i l e d  f o r  use  of  t he  A s e i s t a n ~  S e c r e t a r y  of  War. 

Determination of Demand. 

Through the medium of the power survey the Assistant Secretary learns 

of the power resources of the country. His second task is that of balancing 

the power load against these resources in a manner to assure adeq~te power 

for the essential industries. Upon this second part of the problem progress 

has  not  b e e n  as s a t i s f a c t o r y  a s  upon t h e  f i r s t  p a r t .  The r e a s o n  f o r  t h i s  l i e s  

in the fact that the power required by the various facilities at which ac- 

cepted schedules of production are to be placed canuot and should not be deter- 

mined until or at the time those schedules are being placed. In the sm~uer 

o f  1927 a s t udy  was made o f  one o f  t h e  power zones .  At t h a t  t ime  o n l y  f i f t y -  

five per cent of the money value of the expected war load in that district had 

been placed. It is evident, therefore, that the total power requir~ents in 

any zone are not yet available. However, as the direct load placed upon any 

d i s t r i c t  by t h e  War Depar tn~n t  b e a r s  a smal l  r a t i o  t o  t h e  t o t a l  m a n u f a c t u r i n g  

l o c i  i n  t h e  d i s t r i c t ,  i t  i s  a p p a r e n t  t h a t  we w i l l  n e v e r  o b t a i n  t h e  t o t a l  war 

l o a d  i n  a d i s t r i c t  by m e r e l y  add ing  t h e  power r e q u i r e d  t o  c a r r y  out our  p r i -  

mary c o n t r a c t s ,  or  even  our  s u b c o n t r a c t s .  We can ,  however ,  d e t e r m i n e  in  

time of peace the ~ o u n t s  of power required by each facility to carry out its 

a c c e p t e d  s c h e d u l e  of  p r o d u c t i o n .  

This problem, in itself, is one of some ~nitu~e. However, it may 

be approache~ in a reasonable manner much in the way it was tackled in the 

World War. The Power Section in the Wa¢, in Priority Circular No. 45, is- 
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sued  i n s t r u c t i o n s  t h a t  c o n s ~ n e r s  h a v f ~  a c o n n e c t e d  l o a d  of  one hund re~  

h o r s e p o w e r  o r  l e s s  wou ld  no t  have  t h e i r  demand c u r t a i l e d  excep t  u n d e r  v e r y  

e x c e p t i o n a l  c i r c u m s t a n c e s .  The s a v i n g  o f  e l e c t r i c a l  e n e r g y  t h r o u g h  a 

c u r t a i l m e n t  of  t h e s e  smal l  c o n s u m e r s  wou ld  no t  j u s t i f y  t h e  l o s s ,  damage,  

i n c o n v e n i e n c e  and  i n d u s t r i a l  d i s t u r b a n c e  t h a t  would fo l low.  I n  t h e  same 

way ou r  s u p p l y  b r a n c h e s  w i l l  soon be c a l l e d  upon t o  submi t  s t a t e m e n t s  show- 

i n g  t h e  c o n n e c t e d  e l e c t r i c  l o a d  ( i n  k i l o w a t t s }  and  t h e  m o n t h l y  c o n s u m p t i o n  

( I n  k i l o w a t t - h o u r s )  r e q u i r e d  t o  meet  t h e  a c c e p t e d  s c h e d u l e s  o f  p r o d u c t i o n  

p l a c e d  w i t h  each f a c i l i t y .  From t h i s  r e q u i r e m e n t  w i l l  be e x e r t e d  a l l  

t h o s e  f a c i l i t i e s  h a v t ~  a connecte~i  l o a d  o f  l e s s  t h a n  o n e - h u n d r e d  k i l o w a t t s  

or  a c o n s u m p t i o n  o f  e l e c t r i c a l  e n e r ~  o f  l e s s  t h e n  t e n - t h o u s a n d  k i l o w a t t -  

h o u r s  p e r  month .  These  r e p o r t s  w i l l  b e  c o n s o l i d a t e d  i n  t h e  O f f i c e  of  t h e  

A s s i s t a n t  S e c r e t a r y  o f  War by c i t i e s  and power  zones  and  f u r n i s h e d  t o  t h e  

o f f i c e r s  i n  c h a r g e  o f  t h e  power  zones .  These  r e q u i r e m e n t s  c an  t h e n  be 

m~tched  a g a i n s t  t h e  a c t u a l  r e s o u r c e s  by l o c a l i t i e s  i n  each o f  t h e  power 

zones .  I n  t h e  g r e a t  m a j o r i t y  o f  t h e  c a s e s  i t  w i l l  be f o u n d  t h a t  t h e  s u p p l y  

i s  q u i t e  a d e q u a t e  t o  mee t  t h e  e x p e c t e d  den~ud,  a s  shown by t h e s e  f ~ u r e s .  

I n  c e r t a i n  c a s e s ,  howeve r ,  an  e x c e s s  w i l l  be i n d i c a t e d ,  which  w i l l  r e q u i r e  

d e t a i l e d  s t u ~ 7  i n  t h e  power zones  to  a s s u r e  t h a t  t h e  f a c i l i t i e s  r e c e i v e  t h e  

amount o f  power  r e q u i r e d .  

T h i s  d e t a i l e d  i n f o r m a t i o n  r e a l l y  r e p r e s e n t s  t h e  g o a l  we a r e  s t r i v -  

i n g  f o r .  Wi th  i n f o r m a t i o n  as  t o  r e s o u r c e s  and a s  t o  demand i n  u s a b l e  form,  

generally pl~ns will be altered if any shortage is indicated. On the other 

hand, if it is impossible to place orders elsewhere then the situation is 

clear as to what action must be taken in time of war. It is the basic data 

upon  which  any  c o ~ r o l  o f  power natst d e p e n d .  Months o f  t i m e  w i l l  be s a v e d  
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and, ~n general, shortages of power will be eliminated before they occur. 

It is possible that no drastic control will be required. However, the in- 

direct demand and the unknown elements in the problem are so great that a 

plan for a control agency is deemed necessary. 

P l a n  f o r  C o n t r o l  o f  Power .  

With this in mind a plan for the control of the power industry in 

time of  war was prepared in 1926. I t  w~s submitted t o  the central station in- 

dustry f o r  c o ~ e n t .  A f t e r  t h e  c o n ~ e n t s  h a d  b e e n  c a r e f u l l y  c o n s i d e r e d  and i n -  

c o r p o r a t e d  it was presented to the National Electric Light Association, which 

Association represents almost one-hundred per cent of the central station in- 

dustry, - by the Secretary of War in ~n address on June 9, 1927. Definite 

action approving this plan has not yet been taken by the National Electric Light 

A s s o c i a t i o n ,  but  i t s  e a r l y  a c t i o n  i s  e x p e c t e d .  

This plan is based on five general principles, as follows:- 

"(1} The ~overnment  s h o u l d  n o t  t ~ k e  o v e r  any  p l a n t  o r  power  

system unless necessary to insure the efficient prosecution of 

the war. 

"(2} No additio~l control should be exercised in regions 

where  power  i s  a d e q u a t e  f o r  p r e s e n t  and  immedia t e  f u t u r e  n e e d s ,  

b o t h  c i v i l  and m i l i t a r y .  

"{5) When s h o r t a g e  o f  power  f o r  e s s e n t i a l  n e e d s  e x i s t s  o r  

i s  t h r e a t e n e d ,  t h e  Government s h o u l d  t ~ k e  o v e r  t h e  e n t i r e  o u t p u t  

o f  t h e  p l a n t  o r  p l a n t s  i n  t h e  l o c a l i t y  and a p p o r t i o n  t h e  power  

o u t p u t  t o  u s e r s  i n  t h e  b e s t  i n t e r e s t s  of  t h e  U n i t e d  S t a t e s .  

This action should set aside all existing contracts for the sup- 

ply o f  power  w i t h  w h ich  such  a c t i o n  c o n f l i c t s .  
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"(%) If the preceding methods fail to obtain sufficient 

amounts of power, the ~overnment should undertake actual 

operation of such plant or plants. 

"(5} The existing organizations of any companies taken 

o v e r  should be utilized in their operation, in order to make 

full use of the experience, training and skill of their per- 

sonne I," 

Emergency Power D i r e c t o r .  

"With t h e s e  p r i n c i p l e s  in  mind t h e  p l a n  c a l l s  f o r  t h e  e e l e c t i e n  

by the President of an Execut lye Assistant, to be known as  'The 

~ n e r g e n c y  Power D i r e c t o r ' ,  who would be r e s p o n s i b l e  f o r  t h e  e f f e c t -  

i ve  u t i l i z a t i o n  o f  t h e  power f a c i l i t i e s  o f  t h e  c o u n t r y .  The ~ n e r -  

gency  Power D i r e c t o r  would be a s s i s t e d  by an E x e c u t i v e  Comni t t ee ,  

the n~jority of the members of mhich would be nominated by the 

National Electric Light Association, and ~proved by the Emergency 

Power Director. These men would serve in a civilis~1 or military 

c a p a c i t y .  The Committee would s e r v e  under  t h e  d i r e c t i o n  of  t h e  

Y~mergency Power D i r e c t o r  and would be the  mediwn t h r o u g h  which t h e  

m o b i l i z a t i o n  and c o o r d i n a t i o n  o f  t h e  po~er  sys tems would b e  c a r r i e d  

out  a ~ l  e f f e c t i v e  c o o p e r a t i o n  s e c u r e d .  

"The f u n c t i o n s  of  t h e  ~mergency Power D i r e c t o r  would be c a r -  

r i e d  out  t h rough  t h e  E x e c u t i v e  Committee and a smal l  f i e l d  f o r c e  

in  t h e  s e v e r a l  power zones i n t o  which t h e  c o u n t r y  would be d i v i -  

ded.  At p r e s e n t  t h e  c o u n t r y ,  f o r  t h e  purposes  o f  c a r r y i n g  on t h e  

power s u r v e y  which I m e n t i o n e d  above,  has  been d i v i d e d  in to  e l e v e n  

power zones .  These zones  might  be u s e d  a s  t h e  b a s i s  f o r  t h e  

power c o n t r o l  zones in  ca se  of  an emergency.  Each zone d i r e c t o r ,  
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u n d e r  t h e  d i r e c t i o n  o f  t h e  Emergency Power D i r e c t o r ,  wou ld  be 

r e s p o n s i b l e  w i t h i n  h i s  zone  fo r  t h e  b e t t e r  u t i l i z a t i o n  o f  

e x i s t i ~  s o u r c e s  o f  e l e e t r i c a l  aud  m e c h a n i c a l  power .  ~he i n t e r -  

e o n n e c t i o n  o f  e x i s t t D g  s y s t e m s ,  and  t h e  deve lopmen t  o f  new 

sources of power, particularly for shipy~ds, munition plants 

~ud i n d u s t r i a l  f a c i l i t i e s  engaged  i n  t h e  . ~ n u f a c t u r e  o f  com- 

m o d i t i e s  necessary and essential in the prosecution of the war, 

an~ for the ascertaining by inspections that priority policies 

formulated by proper authority were obeyed. 

"~he plan further prov ides th~ the Emerg~cy Power Di- 

rector, or his duly authorized representative, would normally 

leave the man~ement of the pl~uts in the hands of the Execu- 

tive Staff or or~nlzations of the companies, even in the case 

the output has been taken over. In this case the compensation 

to the companies will be at rates established for similar ser- 

vices by the U~ility Commission of the State or District in 

which the plant is located, or in the absence of such fixed 

rates, at the same rate as paid by private consumers for simi- 

lar services, 

"The'plan fur%her states that no physical pruper~y of the 

power companies will be taken over unless absolutely necessary, 

In these rare cases where this action is taken, the prope~y 

will be all propel~y used in the generation, transmission and 

distribution of power, the n~terials and supplies on hand at 

the time possession is assumed, all balances in the account or 

accounts representing the total or accounts receivable as of 
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that time, and s working fund, if in the treasury of the com- 

pany, n o t  i n  e x c e s s  o f  an  amount n e c e s s a r  F o r d i n a r i l y  t o  c o v e r  

one m o n t h ' s  o p e r a t i n g  e x p e n s e s .  A l l  t h e s e  would be c r e d i t e d  

to  t h e  company.  The U n i t e d  S ~ a t e s  would  pay out  o f  t h e  f u n d s  

c o m ~ g  i n t o  i t s  hs~uds f r o m  t h e  o p e r a t i o n  of  t h e  p l a n t s ,  o r  

o t h e r w i s e ,  t h e  e x p e n s e s  o f  o p e r a t i o n  o f  t h e  company u n p a i d  a t  

t h e  t ime  t h e  p o s s e s s i o n  was a s sumed ,  sad c h a r g e  same t o  t h e  

company. I t  would  l i k e w i s e  pay j u s t  c o m p e n s a t i o n  f o r  t h e  u s e  

o f  t h e  p r o p e r t y  d u r i n g  F e d e r a l  c o n t r o l ,  a s  p r o v i d e d  l a t e r ,  and  

wout~ a l s o  p a y  a l l  t a x e s  a c c r u h ~ g  d u r i n g  F e d e r a l  c @ n t r o l ,  ex-  

c e p t  such  a d d i t i o n a l  war  t ~ e e  as  might  be  l e v i e d  i n  c o n n e c t i o n  

with the then existing war. All revenues from operat  ion during 

F e d e r a l  c o n t r o l  wou ld  b e l o n g  to  t h e  U n i t e d  S t a t e s ,  and  a l l  ex -  

p e n s e s  o f  o p e r a t i o n  d u r i n g  F e d e r a l  c o n t r o l  wou ld  be  p a i d  by t h e  

United States." 

ComPensat io n .  

"Compensation to  be paid the company would be a sum equiva- 

lent to the average net operating income of that l~Lrticular com- 

pany during the preceding three fiscal years, except that if ex- 

ceptional or abnormal conditions were found ~2 the President to 

exist during all or a substantial portion of such period of 

three years, ~hich would justify a larger or smaller comp~- 

sation, provision would be made for such larger or smaller com- 

pensation as might be found to be just and equitable. Due allow- 

ance in the compensation would be made for the use of additions, 

improvements, or equipment, the use of which ~s not rally re- 



flected in the ope~ting income of %he said three years, or a 

substautial portion thereof. Condensation w~uld be paid to 

each company in quarter-annual payments. In taking over the 

company, a contract would be entered into, stating and defin- 

ing the rights and obligations of the parties." 

The legislative plans of the office include provision for the 

c r e a t i o n  o f  a power d i r e c t o r ,  wi th  d u t i e s  a s  o u t l i n e ~  above .  I n  ca se  o f  

the creation of a War Industries Boar~ he would be subject to the decisions 

of the Chairman of that Board in the matter of priorities. 

F el I.dus r . 

We now come to the relation of fuel to procurement planning. Plans 

for the control of this industry are not as far advanced as in the case of the 

power industry. There are many reasons for this. Pri~rily, it is due to 

the fact that the fuel industry is divided into sever~l large groups which are 

more or l e s s  i ndependen t  of each o t h e r  and which  do no t  work w e l l  t o g e t h e r  

even within the groups themselves. These may be given as the bituminous in- 

dustry, the anthracite industry, the coke industry, the oil industry, sad the 

gas  i n d u s t r y .  Each one has  been  hav ing  i t s  t r o u b l e s  in  r e c e n t  y e a r s  and  f o r  

v a r i o u s  r e a s o n s  i t  h a s  seemed i n e x p e d i e n t  t o  a~tempt t o  o ~ a i n  t h e  approva l  

o f  p l ans  f o r  t h e i r  c o n t r o l  i n  t ime  of war .  

I will take up each of these briefly: 

Bituminous Coal. 

In the bituminous industry, which produces some five-hundred million 

tons of coal per year, the situation has been particularly bad of recent 

years. Labor troubles, Government interference, and general disorganization, 

have been the outstanding features. In 1924, at the time of the Jacksonville 

agreement, fixing fairly high wages for union miners, over two-thirds of the 



b i t u m i n o u s  c o a l  o f  t h e  c o u n t r y  was mined  by u n i o n  l a b o r .  The J a c k s o n v i l l e  

ag reemen t  p l a c e d  t h e  wages o f  t h e  m i n e r s  so h ~ h  t h a t  t h e  u n i o n  mines  were  

u n a b l e  t o  compe te  w i t h  t h e  n o n - u n i o n  m i n e s .  W i t h i n  s i x  months  many o f  t h e  

u n i o n  mines  were  s h u t  down and r e m a i n e d  so.  G r a d u a l l y ,  t h e  p r o d u c t i o n  i n  t h e  

n o n - u n i o n  f i e l d s  o f  k e n t u c k y  and West V i r g i n i a  c r e p t  up ,  w h i l e  t h a t  i n  t h e  

u n i o n  f i e l d s  o f  P e n n s y l v a n i a ,  Ohio and  I n d i a n a  d e c r e a s e d .  I n  t h e  u n i o n  f i e l d s  

o f  I l l i n o i s  p r o d u c t i o n  h e l d  i t s  own, due  t o  i t s  s t r a t e g i c  p o s i t i o n  n e a r  t h e  

g r e a t  C h i c ~ o  m a r k e t .  One s k i r m i s h  ~e tween  t h e  u n i o n  a n d  n o n - u n i o n  f i e l d s  

h a s  j u s t  been  won by t h e  u n i o n  f i e l d s  i n  t h e  I n t e r s t a t e  Comuerce Co,~uiss ion  

d e c i s i o n  d e n y i n g  t h e  r e d u c t i o n  i n  f ! e i g h t  r a t e s  f rom k e n t u c k y ,  e t c . ,  t o  t h e  

l owe r  l a k e  p o r t s .  

L a s t  A p r i l  a g e n e r a l  s t r i k e  i n  t h e  u n i o n  f i e l d s  was d e c l a r e d .  P r o -  

d u c t i o n  i n  t h o s e  f i e l d s  d ropped  t o  ze ro  and  r e m a i n e d  so f o r  s e v e r a l  mon t hs .  

I n  g e n e r a l ,  t h i s  s t r i k e  h a s  c o n t i n a e d ,  a l t h o u g h  a g r e e m e n t s  have  been  r e a c h e d  

i n  c e r t a i n  f i e l d s  and  p a r t i a l  p r o d u c t i o n  h a s  f o l l o w e d .  ~ e ~ u w h i l e ,  t h e  p r o -  

~ u c t i o n  of  t h e  n o n - u n i o n  f i e l d s  h a s  i n c r e a s e d  aud no s h o r t a g e  and  no r i s e  i n  

p r i c e s t i ~ w e  t a k e n  p l a c e  a s  a r e s u l t  o f  t h e  s t r i k e .  P r o d u c t i o n  i s  l i m i t e d  o n l y  

by demand and even  now, t e n  months  a f t e r  t h e  d e c l a r a t i o n  o f  t h e  s t r i k e ,  t h e  

s t o c k s  on h a n d  a r e  f a r  above  n o r m a l .  I t  would  t h u s  a p p e a r  t h a t  one  o f  t h e  

major problems of the bituminous industry has more or less worked itself out 

in favor of the employers, although we are right now in the midst of another 

investigation by Congress o f  the bituminous industry. 

Perhaps sixty per cent of the bituminous production is now repre- 

sented directly or indirectly by the National Coal~Association. The head- 

quarters of this Association is in Washington and contact has been mmle with 

it by t~his office. In 1922, at the t i m e  of the bituminous strike and the 
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threatened railroad strike, plans were worked out for the distribution of 

coal. A complete organization was set up with coal distributors at crucial 

points, so that if tee railroad strike had occurred, fairly efficient control 

could have been exercised very promptly. This Association stands ready and 

willing to assist in our plans for distribution and control. Nothing defi- 

nite has been put do~ as yet in the nature of an agreement between the War 

Department and the coal industry. I believe that some steps alo~ ~his line 

could very properly be taken during the next year. 

  _z'acit e Industry. 

Turning t o  t h e  a n t h r a c i t e  i n d u s t r y  we f i n d  an e n t i r e l y d i f f e r e n t  

s i t u a t i o n .  I n  p l a c e  o f  t h e  compe t ing  and  h o s t i l e  groups  t h a t  a r e  found  i n  

t h e  b i t umi nous  i n d u s t r y  we f i n d  a s t r o n g l y  e n t r e n c h e d  and t h o r o u g h l y  c o o r d i -  

n a t e d  a s s o c i a t i o n  of  a n t h n a c i t e  o p e r a t o r s  i n  f u l l  c o n t r o l  of  t h e  b u s i n e s s .  

The l a b o r  s i t u a t i o n  i s  more c l e a r l y  d e f i n e d .  Two y e a r s  o f  a f i v e  y e w  a g r e e -  

ment on wages have p a s s e d .  Both miners  and  o p e r a t o r s  have  l e a r n e d  t h e i r  l e s -  

son from the strike of 1925-1926 and realize that anthracite is not essential 

to the people of the country, - that oil furnaces, coke and low volatile bi- 

tuminous c o a l  a r e  s a t i s f a c t o r y  s u b s t i t u t e s  f o r  a n t h r a c i t e  and t h a t  any  undue 

d i s t u r b a n c e  o f  t h e  a n t h r a c i t e  i n d u s t r y  w i l l  m e r e l y  f o r c e  a f u r t h ~  l e s s  o f  

consumers .  No a c t i o n  h a s  b e e n  t a k e n  to  o b t a i n  t h e  c o o p e r a t i o n  of  t h e  a n t h r a -  

c i t e  o p e r a t o r s  i n  ws~r p l a n n i n g ,  a s  i t  i s  b e l i e v e d  t h a t  p r o o f  a c t i o n  cou ld  be 

o b t a i n e d  f rom them in  t ime o f  war.  

The 0il Industr~f. 

The exposures some three years ago in the oil industry have made i~ 

inopportune to appr~ch the oil industry with respect to control in time of 

war.  P r o d u c t i o n  has  i n c r e a s e d  by l e a p s  and bounds.  The f l u s h  p r o d u c t i o n  
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of 1925 very  s e r i o u s l y  a f f e c t e d  the o l l  i n d u s t r y .  I t  r ecove red  somewhat 

in 1924 a~1 1925 but overproduction again occurred in 1927, in which year 

some nine-hundred and fifteen-milllon barrels of crude petroleum were pro- 

duced° This production - some seventy-two per cent of the total world's 

production = was far above the normal consumption. Prices were forced 

down and a r e  s t i l l  a t  a low p o i n t .  As a consequence of  ove rp roduc t ion  au~ 

a g i t a t i o n  by c e r t a i n  o t l  magnates fo r  conse rva t i on ,  P r e s i d e n t  Coolidge 

appoin ted  t he  Federa l  0 i l  Conserva t ion  Boar~ in  1926 to  c o n s i d e r  t h e  ways 

and means of conserv ing  our r a p i d l y  d imin i sh ing  o t l  r e s o u r c e s ,  - - t h i s  Board 

c o n s i s t i n g  of the  S e c r e t a r i e s  of I n t e r i o r ,  Conferee ,  Wa~, end Navy, under  the  

Chairmanship of 3~cretary Work, and h~s gathered a vas~ amount of iuforn~tlon 

concerning the oil industry. Various pan~hlete end booEs have been pub- 

lished. : The concrete results, however, have not been very great. Elimin- 

ation of waste in some of the produci~E and refining methods has resulted. 

Any reduction in actual production of crude oil has not been visible. The 

reasons f o r  this are manifold. To be~in with, unless the National Defense 

Clause of the Constitution is invoke~, the Federal Government has no consti- 

tutional a u t h o r i t y  f o r  c o n t r o l l i n g  t h e  prod~lction of pe t ro leum.  That i s  a 

sub jec t  which f a l l s  w i t h i n  t h e  j u r i s d i c t i o n  of  t h e  s t a t e s  and the  s t a t e s  

have been loathe to exercise their authority. Limitation of production, 

as recon~ended by some of the big oil companies, is, of course, for the p~r- 

pose of raising prices. Our whole economic theory has been contrary to 

such control, so that at the present time we have an absurd picture of the 

oil industry endeavor~ to llft itself up by its boot straps in a vain ef- 

fort to control production withou~ admitting that they are endeavoriz~ to 

control prices and, further, throwing up their hands in horror at the idea 
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of Governmente~l control of the industry. It seems reasonable, however, 

that if the companies are given authority to combine, for the purpose of 

limiting production, that they must fall under the jurisdiction of some 

control agency of. the states or the Federal Qovernment. At present, the 

committee of nine appointed, with three members from the American Petroleum 

Insti%ute, three from the Government, and three from the American Bar As- 

sociation, are endeavori~ to decide these complex legal questions, 3~es~- 

While, the law of supply and demand is at work an~, fin~lly, after twelve 

months  o f  o v e r p r o d u c t i o n  low p r i c e s  have  f o r c e d  t h e  c u r t a i l m e n t  o f  w e l l  

drilling to a point where consumption is about equal to production. 

I n  t h e  m a t t e r  o f  t h e  c o n t r o l  o f  p e t r o l e u m  i n  t i m e  o f  war ,  i t  h a s  

been  a g r e e d  t h a t  t h e  Navy s h a l l  t a k e  t h e  l e a d .  T h e i r  den~nd f o r  f u e l  o i l  i s  

f a r  i n  e x c e s s  o f  t h a t  o f  ~ h e  $~my. The r e q u i r e m e n t s  o f  b o t h  s e r v i c e s  have  

b e e n  computed  a = l  a r e  known t o  e a c h  o t h e r .  I n  t h e  m a t t e r  o f  c o n t r o l ,  no 

p l a n s  have  been  pu t  down i n  b l a c k  and w h i t e .  However,  c o n t r o l  c o u l d  be  ob -  

t a i n e d  v e r y  p r o m p t l y  t h r o u g h  t h e  e f f o r t s  o f  C a p t a i n  P a u l  F o l e y ,  who r e t i r e d  

from the l~avy a~out ~hree years ago and is now employed by the Standard 0il 

Company of l~ew Jersey. In brief, %he plan consists of the formation of a 

war service committee, consisti~E of the Presidents of the Standard Oil of 

New Jersey, the Texas Company, the Gulf Refining Company, and, perhaps, 

several others, to deal directly with the War and Navy Del~rtments, or an 

oil division of a Fuel Administration, in assuring the delivery of adequate 

petroleum products to the services at prices to be ~gree~ upon at the proper 

time. The control is so centralized in the oil industry that it is felt 

~l~t no difficulty would be encountered in a~y of the four branches of the 



ind~try - production, refining, distribution er marketix~. 

The only real problem arises in the transportation of petroleum pro- 

ducts, and, gradually, the situation is beiDE alleviated by the construction 

of more pipe lines, tank steamers, and tank cars. The present plarmlng with 

respect to petroleum is bei~ done by the Petroleum Oon~odity Committee, but 

in case of an emergency and the appointment of a Fuel Administrator, as out- 

lined in the Legislative Plan of the office, all petroleum products would fall 

under his jurisdiction. 

~s  Industry. 

NO a c t i o n  has  b e e n  t a k e n  w i t h  r e s p e c t  t o  gas ,  which i s  a n o t h e r  of  

t h e  main b r a n c h e s  of  t h e  f u e l  i n d u s t r y .  At t he  p r e s e n t  t h e r e  i s  a r e p r e -  

s e n t a t i v e  i n  Washington o f  t h e  American Gas A s s o c i a t i o n ,  t h e  Amer ican  E l e c t r i c  

Railway Assooistion, and the l~ational Electrlc Light Association, who is at- 

tempting to cooperate with the War Detriment in furnishing full information 

with respect to public utilities required by the Army, both in peace and in 

time of v~r. No pl~ns have been tsken up with him as yet because he has been 

quite busy in a vain endeavor to keep Congress from investigating the public 

utilities of the country. 

In closing, it might be added that we find all of the large indus- 

tries wllli~ and ready to cooperate in EiviDg service in time of war. The~ 

are reedy to accept a~v reasonable control measures that are deemed necesssry 

by the Government at that time. Any detaile~ work placed upon them in time 

of peace soon becomes a burden, and, hence, only the most essential informa- 

tion which woul~ enable any control agency to start to function has been, or 

should be, asked of the industry. Qradually, not only ~hrough our own ef- 

forts, but those of ~he Department of Commerce ~nd Department of Agriculture, 
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statistics are being g~thered and kept up-to-date in such a way that ef- 

fective control can be exercise~ much more rapidly au~ imtelligently than 

was the case in the World War. 

mfl 

EDWIN C. EELTON, 
l ~ o r ,  Corps of  E~ineers. 
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