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"THE PL: NNING BRANCH AND ITS PROBLEMSM

P.RT I

Dovelopre nt of the Planning Branch

Procurement in war hos always been a most important and a most
difficult wetaivity In the Revolutionary Var, before this Government
wos well orgonized, Congress i1tself did much of the procuring for the
needs of the crmed forces, ¢s shown by the following rcts of Congress.

September 23, 1775
Procurement "RESOLVED, Thet ¢ committsee be py inted to purchase
a guantity of woelen gocas for the use of the Lrmy to the
cmount of five thousand pounds sterling.
November 2, 1775.
Initicl "RESOLVED, Th.t 3,000 felt h ts, 3,000 worsted cayps,
Order
3,000 psir of hickskin breeches, 3,000 poir of shoes,
3,000 pair of yorn stuckings, and 3,000 w. istcoats, suit-
able fur the seasin, be 1mmedictely purchused . .
November 18, 1775.

Conservaticn "The Commissary~Genseral t- order all the hurns of the

bullocks th-t are killed for the use of the .rmy to be
seved end sent tothe Q II Generrl, who 1s olso to pro-
vide s meny &s he con get, and hove the whole made into

good powderhorns fur the use of the troops.



wugast 28, 1776

Secondary "RISOLVED, Thet 500 pounds of gun powder be delivered
Requirements

to said lMease ard Caldvell for the purpose of procuring
deersking to make breeches for the soldiery in the Service
of the United Stetes; they to be accountable.
Warch 12, 1777.
Commandeering "RESOLVizD, Thet 1t be recommended to the legislatures,

or, in their recess, to the executive powers of euch of

the United States, to cuise cssessmerts of blankets to be

mede.
June 3, 1777
o &N "RESOLVED, That o committee of three be appointed to
Commodity
Cormittec devise voys ard means for supplying the United States waith
galt."

The needs of the Conbtinental troops werc so simple «s to throw
what would now be considered &« very light lo.d on industry, but in those
days this lowd wes relatively ws heevy o&s the locd on our industry during
the World Wr.

In the Civil Wer the Governmert dep rbtments had long been in
being and in the War Department most of the present supply brenches wers
well est olished. But in the Civil War we had an sre of what might be
termed politic } prouring, thot is,--1f the supply bronch did not carry
out 1ts procurement functions 1n . ccordance with the wishes of the manu-
facturer or middleman, ue went to the Var Dep. rtment, or even higher, and
secured action s. tisf. ctory to him. TFor example, 1a the Ordn.nce Depart-

ment many, muany consignmemts of arms and ammunition were rejected ws
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being not up to the required stundard. But history will bear me out thet
in practicelly every single case a political decision c.usced the materials
in question to be accepted.

In the Spanish fmericon W.r we muddled through  The stress on
industry wes not sufficient to really form o test, but cven so there were
scandals cbout embrlmed beef, defective matericl, end liks conditions.

The condations in the Wor ld War and up to the amendment of the
National Defense Act in 1920, oxd the establishment of the Planning
Branch thereafter, have been vividly portrcyed to this College by Generel
Saltzman  The scheme of War Departmernt procuwremcnt control develcped by
General Wiliicm 3 Peirce of the Ordrc nce Department and by General
Saltzmon was approved by Mr Bengamin Crowell, fssistant Secretery of Wer,
and, l.rgely through the support of Mr Crowell wes incorporated in the
Notional Defense Lct as Section ba. I should like to state that in my
opinion the College wes very fortuncte to have heard at first hand from
80 active a participant as General Saltrman the happenings of those days
I was particularly glad to h.ve General Saltzmon emphasize the sccom-
plishment s of the supply branches In these days we hear a lot about
superagencies and other coordirs ting bodies, and ere apt to receive the
impression that these bodies, to use a colloguicl expression, "won the
wer " It 1s far more Just, in my opinion to stoete that the supply
branches "won the war " We are prone in these days to citeall the
failures of the supply brrrches and to omit to record their successes.
Bven so 1t must be remembercd that the malfunctioning of procurement
cansed the enactment of Section 5Ha of the National Defense unct

Coming to the responsibility placed on The assistant Secretary



of Yer by Section 50 of the Nationel Defense lLet,--
"Horeafter, in addition to such othor dutiss as may

be cssigned him by the Scerctary of War, the Lssistunt

Secretary of 'rr, undor the dairectiron of the Secrebury of

Var, sh.ll be charged with supervision of the procurement

of all military supplics and obher business of the Ver

Department perbtc ining thereto snd the agsurance of adequate

provision for the mobilization of matériel and industrial

orge ni1zat 1ons essenticl to wer~time nceds W O* * ¥ ¥ ok ee
I feel thet perh-ps 1t m.y be of intcerest to record the gr.dual develop-
ment, growth and definition of the Planning Brench from the point where
Genor.l Seltzmun left you, that is,--where four officers Just graduated
froun the ".ar College hcd been ssigned to the Planning Br.nch and were
discussing among themsclves what the problem consistced of. It 1s vory
fortunate that thesc four officers amd those loter associated with them
gstarted off their work by thinking. It 1s to the credart of 11 the of-~
ficers who have becen in the Planning Br.nch frouw thet early date to this
that the tendency to go of f half-cocked has boen gnarded agseinst and
that those things thet have been done hove come s o result of serious
and sound thinking TUnder these conditions progress 1s necessarily slow,
but, ¢s long 7o progress proceeds along sound lines, slowness can bé
oxcused, for if any unsound wctions .rc tcken the penalties perd in the
next w r for thes: unsound policies will be very grert indeed.

It will be interesting, I think, to discuss the ciarlfylng
processes which have resulted in the presemt clear-cut delinie tion in

the division of responsibilities botween the Gener.l Stoff and the 0ffice
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of The Agsist.nt Secretsry of Vur. To begin with, Section 5 and Section bBa
of the Nationul Defense Act are in themselves contradictory, oas Section b
places upon the Ver Depnrtment Genercl Staff the mundnte to preparc plens
for nation.l defenge * * * * * nd for the mobilization of the manhood of
the nction end abs meteriel rosources 1n on emergency. Scchbion 5o places
on The Agsistent Secrib.ry the responsibility, under the direction of the
Secretary of "t¢r, of supervising the procurement eof all milit.ry supplies
and other business of the Vor Dep rtrent pertaining thoreto, «nd the ag~
gurance of cdequrte provision of mobilizction of mrteriel and industrial
organiz. t1ons essential to w r-time needs Upon the recormends tions of the
Horbord Bozrd, the Secrctery of Yur, on Scptombor 6, 1921, clurified thas
contradiction by wssigning the cnbtare responsibility in connection with the
mobilization of nmeteriel resources to The Lssistent Secrcetery of Ve.r,

'hen Section 5z hed been studied «nd the responsibility of The
Legsistant Secret-ry of TLar clirified, there arose the question ag to how
this nov responsibility of The wssistant Secret ry of Vor should be ad-
ministered  Under the Vilson sdmainistretion The nssistant Secret.ry of VWer
considered using the Gener.l St ff to ccrry out this legislative mand: fe
for him and requested the Supply Division of the Genercl St £f to wgsign
¢ sufficient number of Gemral Staff officers to this industriel planning
work The activity of industranl plamning wus therefore initiuted by The
Assistant Secretory of 1 ar, using the General Stoff ws his rgency In
1921, ofter the inwuguretion of President Herding, the now Lssistant
Secretury of Var decided to esti:blish his own industrir 1l planning orgoniza-
tion and carry out his responsibalitics direct vith the supply brsnches

rather than through the agency of the Gener.l Steff. It wes this decision



which resulted 1n the estanlishment of the Plcnning ABrench, which today is
the agency of The Lssistant Sceretcry of Ver to carry on this work of in-
dustrial plemming

It was «t this stage that the four officers who had jJust been
gredu: ted from the Ver College were cssigned to the duty end it was thas
problerm which w.s ccusing them such mentcl disturbuncc at the time that
Gener.l Stltznen's t.lk clogsed. The gquestrons that wrose in their m1n§s
wer. of the following charcctor. 1ho should be responsiole for the com-
putction of requiruments® Vho should be responsible for decisions con-
cerning the war rescrve of crms, crmunition, ¢nd egquipment® Vho should
be rcsponsible for ressrrch, devolopment end’ stend: rdizetion of types?
Tho should be responsiblc for the premrution ard clewrance of specifica-
tions® Hov should munufccturing focilities be alloeated® 1Vho should be
responsiole for storwge and 1ssue of munitions? Vho should be responsible
for construction .ctivities? Vhat reletions would industrial planning
heve to budget 1wking® How should planning for procarement «nd industrial
ricbi1lizubion proceed? I

In the beginning the vievs of the small group of officers in the
Plamning Breuneh verc guitc drvergent, ranging from the position thot the
Planning Brench should Ir ve jurisdiction over all the cbove questions, re-
ceiving from the Genercl Steff tho nmilibtery obgective, to the other extreme
that the Plenmning Br.nch should have Jurisdiction over none, bub s:mplyﬁ
vould be 9 procuring ~gency to cw.rry out the directives issued by tho
General Staff  The final decision w.s a middle-of-the-rood decision «nd
one th-t I consider to be sound  These matters wore clarified one by one

and after rmch discugsion and deliberation.

-—B -
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Requir ements The Gener 1 Staff presceribes the method of com-

puting supply roguirements, prescribes wastc ge end replacement fcctors and

the time elements i1nvolved in supplying troops The Generel Staff approves
orgenization tables, equipment tcbles and s llowvance tables. The supply
br.nches, under the dir.ctives of the Gencer 1 Staff, corpute the supply re-
guirements which are submitted to the Gener.l St~ff and are approved in the
nome of the Secrctury of Vir L copy of these supply requirements is fur-
nished The fssistant Secret-ry of Var The supply br.nches then, acting
under The .ssistant Sccretery of ‘ar, convert these supply requirements into
procurement requirements, taking into sccount the existing war reserves and
the time f.ctors necessary te trensport the completed articles from the
factory to the supply channcls of the army. Thus the supply requirements
are compubed under the direction of the Gemorsl Steff, the procurement re-
quiremonts under the direction of The Lssistent Secretary of V.r,.

Specifications. In the original conception of thig office, 1t

had nothing to do with specific tions. It wes not until 1926 that this

of fice hed any responsibility in this connection ut thet time o study was
mede and, as a result of that study, recommend.tions were submitted, which
were ofterward approved. This decision rosulted in the present situation
with reference to specificctions, w8 follows,--the Gener. 1l Stcff 1s charged
with the responsibility of . pproving the militsry chorseteristics of the
1tem desired. The supply brenches develop the item which 1s then service
tested by the using arm  Vhen the using Lrm's decision with refersnce to
the i1tem 1s fuvoranle, the chicf of the supply br.nch recommends stundord-
1zation of the 1tem and this stcndrrdization 1s a rosponsibility of the

General Stuff  sfter stendardization, the supply brirnches, under the



direction of The assistont Secrebtury of war, prep.re the necessary specifi-
cations, which after completion are cleared for procurement by the 0ffice
of The assistant Secretary of Var  The responsibility of The Lssastant
Secretary of Vur in connection with specifics trons 1s therefore (1) to
¢lecr them for procurwment, being wssurcd thoat the specificetion subrutted
1s of such - chcracter s to permit rass production of the atem and (2) to
gee that specifications are prepared.

Var Reserves. The esteolishing, safeguarding and maintaining of

w.r reserves are responsibilaties of the Genersl Staff. The .ssistont
Secretary of ‘ar, however, 1s deeply concerned 1n war reserves, as such
reserves must bridge over the period from the declaration of war until new
production overtaekes consumpbtion.

Comrmodities and Raw Mﬂterlals. From the farst incepbion of in~

dustrial plamaing these matcrials have been considered wholly and unre-
strictedly a responsaibility of The Assistant Secretary of Var.

Stor. ge and Issue. Supply of troops 1s a responsibility of the

General Staff  Thereforoe, storage and issue come under that organiszation.
The responsibility of The Assistant Scceretury of Var for complcted materi-
ol ends when production has beon completed and the supplies are trans-
ferred from the factory to the stor.ge system of the Army.

Mamafucturing Facilities. In the earlier days of the Plannaing

Brunch the supply bronches were much confused s to requirements, but re-
sulting from war contacts had o good working knowlcdge of the capability

of American Industry to produce, so the supply branches therefore began
early to request allocetion of fecilaties for lhe production of the materi-

als under their Jurisdiction. This allocetion proceeded rather blindly,
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in my opininn, riany supply branches requesting ficilities thet they con-
sidercd to e useful, but to vwhich they h d no definite tusk to 1lok.
There he s been in the lest few years a reduction in the mumber of focali-
t1es alloe .bed but this reduction he s cume about through o better under-
standing of the problem and a clecror concepticon of the uses to which the
allocated frcilities vould be put Lt the present time, although the
ymmber of alloc.ted fcerlities 1s less than ot any time since 1926, the
understending of the problem i1s far clewrer and the £llccation meons much
more now thun ever before. Lllocotron ray be defined roughly s a placing
of a production freility ot the disposal of a supply brench to preduce in
war for thot sapply brench the materizl it needs. L plent once allocated
1s there.fber not open tc other supply brenches for work except upon ap-
provel of this cffice.

Construction. This 18 o nmost confused rmtter at present, due

o leck of clarity in various regulations relating to construction. Steps
hrve been ti1ken to attempt tc clarify thesc regule tions so that planning
for constraction < nd construction matericls may proceed intelligently with
definiteness, The Gener.l Stuff 1s respensible for supervision of command
construction The hLssistent Socretary of 'or 1s charged with the supervie
sion of construction necded for procurement «ctivitries. The Corps Lrsea
Commander, under present regulaticns, is charged with retual construction
for needs of troops mooilized in his corps arce  The OQuartermaster Gener-l
18 charged with all other construction. an éxumlnwtlon of these st tements
will show the confusced situation In saddition, The Lssistant Secrctary of
Vor 18 charged with the supcrvisaion of the procurement of all Viar Depart-

ment construction materialse.

- O



Budget There 1s o represent tive of The Lssistant Secretary of
Vor on the Budget Advisory Comriittee to presont to that body infermation
and advice relating to the procurcment functicns f the 'ar Department
which huve to do with acquisibion of war rk terials.

lor Profits and Industrial Control. The questions of profit in

wer ~rd control of industry h.ve beon live ones since 1919. The American
Legion hs long sapported the universal dr.ft of Americcn ressurces &s
well as americin ran pover The Var Department h. s been symp: thetic to any
steps which night prevent undue profits and which would insure o fair pro-
fi1t provided th.t such steps werc not of ¢ cherwcter that would hernper or
destroy the industricnl effort in war. In 1931 the Jur Policies Commission,
which hrd been crowted by an et of Congress and which w.s composed of
Cubinet Officers, Sonators <nd Congressmen, submitted i1ts final reports.
These reports werc based on long and searching hoarings in which every one
having any views concerning profit in war snd control of industry wes al-
lowed t> appear and to have his say  The herrangs before the Vor Policies
Commissicn contain preetically all of the well-considered thought concerning
industriul plamming. The present Industric l Mobilization Plan which wes
approved in 1933 by the Secrstury of war and by the Secret.ry of the Nuvy,
embody the necossary organizations, working pranciples, and control messures
that would be needed in war to insure the industrial resources of this
country being employed in full support of the milaibery effort

Therc hc s been a gr dul growth in industricl plenning but time
does not permit 1ts delinmigtion in this pcper Onc point 1is worth em-
phesizing, hovever. 1In developing the functi.ns and organizc tions of the

Planning Br.nch the originel group gquite properly c¢nd guite clearly under-

- 10 -
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stood that the supply br.nches actually did the procuraing and that the role
of +the Planning Brawuch ard of The ALssistunt Secretery of Var was .ne of
supervision and help and not one of ¢perction  Therefore, the recommenda~
tions of the supply bramch chiefs were invited as to the organizetion and
adninistrative methods Yo be used by the Planmming Branch These recommends—
tions were subnitted ard were very helpful. Many of the recommendetions of
the supply chiefs werec adopted and the present org.nization reflects to a
large degree what the supply branches feel such an orguniz.ticn should be.
On the wall behind me 1is the present orgenizetion o>f the Planning
Brench The we.r orgaenizetion for the Director of Procurement 1is practi-
cally 1denticel with this chart Sincc each of the divisicns in the
Plamming Brunch will later be the subject of ¢ detairled discussion by its

chief, I shall not go into any further det.ils cuncerning this orgonization.

PART IT

The Problems of th. Plamming Branch

The Plamming Branch having been established by The Assistent
Secretary of "ar «s his cgency to plan his supervision of ‘ar Department
procurement in war ¢m to plan for the industrial mobilizetion necessary
to meet war-time needs, much thougdht has been and 1s contimuslly being
given to what this Planninsg Branch should do, how should i1t conduct it-
self so as to discharge 9 The Assistant Sccretary of " ar the responsi-
biliti1es he has placed upon 1t7

Coordinstiun with the Nevy Naturwlly, one of the first thoughts

to ocecur 1is that the Var Doartment 1s only one of the milit.wry arms, the

Navy Departrent 1s of equal importance in the milit. ry effort. Therefore,

- 11 -



how can cooperetion and teamwork be secured between the Army and Nuvy in
this wmpcrtant mabtter of indusitrial plenning® The creation of the Army

and Navy Munitions Bot rd 1s the enswer to this gquestion. This body is &
coordinuting ~gency of the Tar and Navy departments in connection with
industrial cnd procurement plenning. TVhile the course of the firmy sand

Navy Munitions Bosrd from its cwmeepbion i1n 1924 hes been varied and hectic,
suffice 1t to say th.t .t the present time the Lrmy cnd Nevy Munitions
Boerd 1s o virile organization, slert to rnd conscious »~f 1ts responsibilaty
and desirous of effscting real progress in the work assigned to i1t. The
association of Navy, lMarine Corps wnd Army officcers in the Army Indusitraal
Collei e has been one of the most influsncing factors in the present good
relations and good understunding betwoen .rmy and N vy representatives on
the Lxecutive Committes of the Army end Navy Munitions Bo.rd and all of

1ts sabordinte cermittees The present Industrial Mobilization Plan,
which wns approved, as stated beforse, i1n 1933, 1s an oubstanding accom=-
plishment wpen the part of the Arny and Navy Initions Boaord

Lrry crd Navy Alloc. tion of Facilities L. problem that should

be given probably more serious considerctron than any other in connection
with industrial plaming 1s tho coordination of £llocation of facilities
between the Lrmy cnd Navy. Up to the last two or three yorrs tho Nevy dad
not participate actively in securing alloc. tzon of facilities, while on the
other h.rd the Lrmy wes very active, the result being that the Lrmy hod
gome 12,000 plents wllocetod to 1t nd the N vy some 300 The Lrmy end
Nevy Imnitions Bogc rd 1s now «ctively emgnged 1n recrranging allocations

s6 that the Novy has its shere and the .rmy husg 1ts share., Vhile the con~

clusion o1 this work will teke some yewrs, the guiding prainciples have

- 12 -
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ments have been clarificd and recl progross 1s being made  LAn important

step has recently been inaugarated with reforence to Lrmy allocction of

fre1laties which will result in the loaa to be placed on each facility

being made of record

Specifications Ve have been troubled in the Planning Brench

over the standardization ond specificwtion situctron  The Lssistant

Secret.ry of Var 1g not charged with the standerdizction of equiment but

he 1s vatally inteorested in this mattaer, since egaiprent rmst be standard-
1zed beforc specific.tions con be prepmred, and Thce kssistwnt Secrotory of

Tar ig directly resoonsable that specific. biong are prcx red and that they

be of a character thet will permit mass procurement in war It 1s eosy
to understend why stundardiz.tion is delayed, but the harmful effects of
this delay wre not lessened by &n underst.nding of its rcusons The supply
arms and services develop and produwee an improved type of equipmont. The
usin,, arms g1ve this equipment service tests. The Infentry, Covalry,
.rt1llery and other technic. 1 coerds of the using ¢rms oxanine thils equlp-
nent thoroughly and in many caszes have suggestions as to 1ts improvement
The su,pply erm then he s t. recast 1ts development end agrin submit the 1tem
to the usin, arm Lgoin su,gestions may be mde for improvement These
wctivities muy tcko yoars It 1s humen nz ture to sec something Just a
little better Jgust «round the comr and t, desire to delay standardization
until this imprcverent i1s secured  However meritorivus perfeection n.y be,
1t 1s neveor arrived -+, and in the meantine the very necessary element of
Gar Demrtment procurement (thot 1s specificetions) 1s not av.iluble.

Very reécently, upon initiation of the suuply brenches and of the O0ffice of

- 13 -



The Assistant Secretary of ar, o new paragraph has been added to Army
Regulations 8560-25, whach I am going to quote:*

“11%  Stundardiz tion -~The importence of sarly

standardization of 1tems of equipment and su,ply 1is

strongly emphasized., The existeounce of o standard en~

«bles the basig of 1ssue to be debturmined and procure-

ment plemmin,, for necoessary production in war to be 1n-

an urated Items of equipment cnd supply which show a
favorusble performrc e during the scrvice test and which

wre a marked improvemomt over an oxisting adcpted

gt~ndard wrll nurmally be recommended for standerdiza-

t1on by the chief of the suoply arm or scrvice concerned
fter consultbtabtion with the using, «rm If there 1s de~

ley in stund.rdizin, such an 1tcem, the Assistant

Secrct ry of "ar may, upon application by the chief of

the supply arm or service, authorize the chief of the

sup)ly arm or service %0 1nltl.te procurcrient planning

for the i1tem considered by him most suiteble and avail-

wble for the pur ose and The wdjutant Ceneral, wpon ro-
guest, will furnish the chief of the su.2ly «rm or serv—

1ce with a tentative bcsis of issue for procurement
plamming jur poses.™

This puragraph 13 of fur-resching import-nce. Pirst, 1t em~

phasizes the necessity of esrly stendardization from & procurement plan-
ning «ngle. Second, 1t states that The Assistant Secretary of 'ar may,

when standardi-ation 1s long delayed, authorize, uyon request, a sudply

- 14 -
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branch to inaugurate prcocurement planning for the equipment which looks
most favorable at the time and that under such conditions The LdJutant
Generel will furnish o tentetive baeis of i1ssue in order that procurement
planning may be i1nitiated It 1s believed that this quite important
metter of standardization and specafic tionsg is now receiving an increased
amount of citention and thet o me rked improvement in the situstion may be
anticipated.

Gommodities and Raw Laterials The question of commodities and

raw materials 1s one fto which early attention was gi1ven in the Planning
Branch and a very creditable stute of wffarrs exists a« to knowledge on
this mmportant subject. The United States 1s very fortunately placed
among world powers as to notional regources of necessary raw matericls.
The United States 1s probably the most fortunately situated of any nation
in this regord. Still there are many and quite importunt raw materials
in which thore would be an acute shortage in war, These will be dis-
cussed later in detuwrl by llnjor Crom. I shall only mention that among
thess so-called strutegic rotericls are manguanesce, nickel, tin, chromium
ard many others wit hout which modern war could not bve wuped.

Concerning munitions ond row matorials, the present Italion
51tua%10n offers some very interesting angles., The various peace socle-—
ties in thas country and many others have branded the rmnitions marm-
facturers as the villains who cause war Vhile thas view has some merit,
1t was almost universelly acceted as being, the reual opjectionable acti-
vity in connection with the material used in wer  The cveragc man on the

street did not congider thaet ccal, petroleum products, steel, copper,

foodstuffs, ard other every-day products of industry were muniticns of

- 15 -



wer. It 1s rether interesting to note that IMassolini in Iialy bhad sc-
cepted with cum) retive equanimity the scnctions of the League c¢f Notrons
and the embargo of this ccuntry with reference to the so-called munitions
proper, but the moment thot the pebroleum supply for Italy is threatened,
Massclini threatens war, In other words, Jetroleum is more important to
him thun «nything clse 1n his war activities. Another rrther interesting
thing might be discussed axd thet 1s this new activaty of sanctions and
embirgoes, This 1s something ncew in the world and I should only say that
in my vpinion 1t mny be o two-cdged wespon. e may s.me day have the other
edge tumed «;ninst us.

Construction, The clarifacation of the construction and the con-

struction materials problem 1s esgecially desircble., Due to the very im-—
mensity of this problem it has been very drfficult to effectively grasp.
The exastin, confusion of regulations pertaining to construction and re-
sponsibility therefor has countributed to the preosent unsetisfactory situo-
tion e rre taking as positive steps as we con to clarify this condition.
This will be discussed later by Capbain ' inslow in &ll 1ts detrils. It 1s
considered a very serious problem for the Plemmin, Br.nch in the fubure.

Procurcment Plang. One of the main objectrives of procurement

plemmang, 1n tame of peace for procurement in wier 1s the preparation of
reasoncblz ard workable procurcment pluans The prceparation of these plans
1s guite properly o functirion of the supply branches and the plans should
be prepmared from the viewpvint that the supply bruanches are to operatc
thern 1n wer. The plans theretore should be preparcd in such a way as to
be most helpful to the supply brarches ain this operaticn. The principal

conclusion to be drawn from a proaarement plan is whothor or not the
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requirements of the milit.ry effort for production can be met In many
ceses they cammot be met. The question then arises as to how the General
Staff should be informed of this sxbuation This has been solved by re-
quiring 1n each and every proecurement plan o sum ry chert, prerared in

a uniform ranner, setting forth the "=-Day suoply requircrments, the stock
on hand, the suypply requirements during e¢ch month, the estimated produc-
tion during each month ard the cumulative beclance., This cumulative
balance curve i1s the solution as to whether or not the procurement can be
cffected to meet the requirements for the milit ry effort A copy of
each of these charts 1s furnished to the G-4 Division of the Gencral Staff
znd 1s notice t7 them in sufficient clarify as to establish definitcly
whether or nut the procurement of the needed articles cun be secured. It
1s then up t» the Plannin,, Bronch and the Goneral Staff to take such re-
medial zebion as moy be possible to impreve the conditions. Quite com=-
mendable progress has been mace 1n the preperation of procurement plens
but the work 1s by no means completed and the plans can be materially im-
Jroved in subsequent revisions In considerin, procurement plens it
should be borne in mind that i1n war the compebitive badding regquired
under Section 3709 of the Revised Statutes for pe.ce~time procurcment
w1ll be disc-rded nd that var-time procurement will be based on an «llo-
cation of facilities t~ the work «nd the prices paid will be arrived at
by negotiation «nd ¢greement Comuetitive bidding in wer invariably re-
sults 1n confusion end the competitive demoand results in rising prices.

Contr.ctual Procedurc. Durin, the 'orld lear, due to need for

haste, leack of specifications, luck of dofinitc reauirements, and because

of the nonccmmercial cheracter of many rbcems, the practice grew up of
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awerding thoe so-c~llcd Cost Plus Contract. The profit an this contract
ncre. sed with the amount of moncy spent by the contractor Grave tbuses
developed with this type of conbr.et and 1t quite properly became much
disfuvored. For the past ton years there has been & Yor Deparbtment Con-
tr ¢t Bo.rd ¢iving, consider bion to development of uswble contructs of
gt. nderd fom . nd vhich would perriit productiin of noncommercial i1tems,
of cormerciil 1temns, cndl construction activities, and which would prevent
imordinate profits from being made and ot the same time insure a fair
trofat to the cmbraetor. This 1s not on ewsy undertaking, but us « re-
sult 2t much th.ucht «nd consideration tent tive forms were developed and
hove been aatbmatted to the procurement districts for comments. Criticism
~nd cmments have been rocecived and have been wnulyzed and digested, and
durin, the st yz r five contr.ct forms for w.r procurcment have been
asroved by The Lssistunt Secretary of ler Threte of thesc are for con-
struction wctivitics, onc ¢ Fived Praice Contruct, c¢ne an Evaluated Foe
Contract, «nd the third o subcontractor form of comtract. Tw are for
namfe cturin, productiuvn contrecets, one beine o« Fixed Price Contruct form
for commercr 1 itens *nd for some noncommercial i1teoms, and the other an
adjgusted ccrpens.tion type of contruct frrm for certnin noncormercial
1tems for which the cost connot be esbimeted and which are of a character
forecign t the nomal prouductin of the memufucturer.

Thile the subgect of contr.etu.l procedure has not been cliri-
fied t) a s tisf ctery deyree, considerable proeress has been chieved
in the adopbion of thouse contraet forms 1ork 1s progressing on cuntrac-
tual precedurc, including such cuestrons vs ccnbr-ct review, contract

settlement, ctc,
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Price Crntrol Closely allied with the coentract activities are

those relating to price control This 18 o subject of great national ap-
plication and great notional irportance All are opreed that price con-
trel in war will be necessary in sme focrm or other  Some advocates of
praice control believe thet o ceirlin, should be placed over all prices and
that prices should not be permitted to exceed those covered by the ceiling
On the other hand, they mizht fluctuate down 1f .conomic conditions cause
this awctrion Other peopie \belleve that price control should be exercised
through progressive steps as necessity therefor ariscs, for example, the
price of basic row materials migsht be fixed first, and later on other
steps of similar nature miht widen the price control structure The ' ar
and Navy depcrtments i1n the Industrinl liobilization Plan have provided for
the second method, The important thing in this connection 1s that the
Govermment should have wmthoriaty to exercisc control over prices in war,
Such asubhority 1s contcined i1n the present Nye Bill which i1s now pending
before the Congress This b1 1l will be referred t¢ letber.

Lobor  The roblem concerming labor with roference to industri-
al planming 1s the agsurance th.t industry will not be seriously craippled
by oullin, away ibs skilled labor for the milit.ry dr.ft and at the samec
time t5 mewke sure that such deferments are not used to evade a proper
selective service acsigmment, further, that an ample supply of labor shall
be available, and thot labor shall receive a square deal along with indus-
try, Tn considerction of labor in war, contact 1s made :}Vl‘th the Labor
Detartment and with cther labor < gencies with a view t2 underst.nding the
psychology of the situation and at the stmo time recerve exgerienced wd-

vice as to how this very wmport.nt problem showid oe handled. During the
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past year the Labor Annex to the Industrial liobilization Plan and the
Lebor snnex to the Unit Plin of the Army ard Navy lanitions Bowrd have
been revised ard extended In connection wath labor matters, eoo0d Judg-
ment and common sense arc esgeclally necessary

Trans portation Transportation i1s one of the fundamentals of

national life The <vailable tr nsgportetion facilities should be suffi-
cient 1f used 1n an orderly f shaion It 18 b0 secure this coordinated
control of tr nsportation that o superagency contrcl will be necessary

The rweilrcad csscciations claim that they waill be « ble to direct the
tr-nsportetion flow and yet not overlec. d the trensport.tion system. This
may be true, but &t the same time there shoula be a govermment controlling
agency which should outline the transport tion objectives < nd glve neces-—
s.wry prioraty decisions in abts direction, ard be recdy to step in ¢nd co-
ordinate the cerriers should necessity arise.

Power ~nd Fuel. Durin, the last wir theres was a shortige of

both power end fuel. iny elemonts contributed to this, cven including
we ther It 1s belicved that the power and fuel rescurces of this
country are no much more highly developed than they were in the *orld
vor, but that central control will be necessary to cst<blish the priority
of needs armd the dastrivubion of load so as nut to locally exhaust or
overburden the power .nd fuel resources The problem here, as I under-
sband 1t 1s to estcblish a cemtral body with conbrol powers, constantly
observing the growing load of power «nd fuel ¢nd to twke romedial action
0 correet inequalities of loc d In the power ficld intercommecting
systems will pe of much sssist nece in reinforcing, overloaded &reas

Ywr Trade 'aor tride 1s o very amport.nt cebivity whose cb-
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Jective should bo to sceure for ourselves trude :dvantages and ample row
materials and to deny these things to the enemy Var trade insvaitebly
brings 1n o cmsaderation of the stretegy of roaw miterials, a subject
that has not been gaven the study in this country that 1t deserves. The
Stete Department, the C-mmerce Delartment, the Treasury Department and
the Var and Navy cepartments should give mor. counsiderction to this very
importent subject Not & grect deal has becen done so far except in the
gatherin:, tcgether of factuwal deta 0 show world sources of metericls
and world trade rautes of comusrce. These are the besiec duty necessary
far 3 plan in connection with w r trede to develoy the strategy of roaw
muaterials,

Tér Panance. It 1s necessory in wr to make wvailable to in-
dustry funds with which to cper. tu where the task 1s large and the time
of completin long Throuh war finonce org niz tions govermment mrney
is mrde availlable in advince gmyments, or in sdvence crodits. The proolem
here 1s t2 have a sound lanwhich 1s finencially workeble and which will
be ave 1lable to assist war production, oot which must be safoguarded
afainst 1mproper use

Statistics Nct ¢ more dafficalt task exists than that of re-
cording cls rly and accurastely the pro,ress of production in war llany
statistical experts heve consiyderced this oroolem, but no setisfctory
solution has been worked out under poesce c-nditions. The matter 1s re-
cerving cttention but 1t 1s belicved that the actuni details of statistical
control must wairt untal the conditions of war <rc known It 1s sufficient
to say thet stetistics must be o5 simplce as will en ble correct status to

be shown.
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Persomel. Every authority asserts th & no matter how good the
or;aniz btion of an underteking may be 1t may be a faullure unless good
persomel 1g avalleble and thuat often with o Joor organiz.tion good per-
sonnel will st1ll makc the undert- king successful. ‘e have a mumber of
Reserve Officers assitned t5 the Planning Branch «nd they receive periodic
active duty truining. A rumber of Reserve Officers from the supply
branches have likevise been troincd in the Officce of The Lssistant Secre-~
tary of "ar Every pradw.te of the nrmy Industriel Colluge hos been
tr 1ned for Aty in industrial work in wor Thesce or duates now rumber
something between three wnd four hundred L munber of officers heve
served in the Planning Brench  These sources of personnel must be rein-
forced in tine of waor by carefully sclected civiliuns whose specialty will
fit into the work planned for V1th referwnce t > the supersgency, Var
Industries dministratiom, 15 1s the feeling of the Planning Branch that
this orgenize ti-n should be contrnlled by caivilions. At the same time,
1t 15 propescd tr transplant to that orgenization & nucleus or . seasoning
of wrmy and Navy personnel to assist in 1ncugurating the industrial con-
trol activities

Legislative Powers for Industrisl Conbtrecl. PFarst, there are

the undefined bubt wide powers of the President as Commander-in-Chief of
the 'nlit~ry Forces xn 'ar Second, there 1= Section 120 of the Nation.l
Definse sct, now on the Statubc B oks This Section gaves to the Adnin-
istration very dristic but lirited powers Third, the legislative

~ut hority considered necesgscry by the /rmy «nd Navy for industrial control
in war 1s cont-ined in the so-c. lled Nye Bill, H R. 5529, 74th Coungress,

lst Seesion, Report No 889, now pending beforc Congress. This bill was
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pussc<d by the House of Represent 'tives, wros drasticc lly amended by the
Special Senate Committec Inve.tigating the Iunitions Industry and was
further amended 1in the Senate INlitery nffvairs Comirttce. The mencure

wr s recommendcd for jaostage in the Senate by the Specicl Serate Committec
Investigating the Munitions Industry ard by the Senate Military Affaars
Committee  The bill is now undor considerction by the Scnate Finance

C mmittee The '&ar and Navy degmrtments are favoring the industrinl titles
of the brll referred tH) because they give the 1ndustrial controls that the
ey and Navy dezxr.riments feel are necess ry in w.re Reprosentatives of

the "ar and Navy degartrents collaborated with the Sen.te ifunitions Com-

mittee in prepuring these Industrial C ntrcl Sections.

Prainciples Governin Industrial Plannine to liect " ar Needs

1. The ler Dep ritment 1s convineed thet 1n the event of war it
mast depend upm lmericen Industry to producse the major portion of the
minitions required

2, The "ar Derertment 1s plennin, for «nd expects the fullest
¢ operatisn on the port of Industry in this effort.

3 The *wr Department 1s plerming for and expects the fullest
cHhoporation on the .art of Labor in this effort.

4. The Vor Do rtment in 2ts plons conteplates frir but nct
excessive profits for Industry.

5. The Var Depo rtrnt 1s plunning t5 elimin te compctation on
the part of Govermmont agoncies tor the products of industry  These pro-
ducts will be apyortioned t the various Govermient needs by ¢ system of

allocation
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6 The "'ar Department must be preparcd to present clearly its
side ot the procurerent picture, th.t is,--wvhet do we went {specificutirons),
how much do we went (requirerents), when do we went 1t (rate of delivery),
and businuss reletions wath industry (contr.ct forms),

7 The c¢r Depertment belicves in the principle of educationel
orders 1n time >f peace, .n the theoery thet an industry having once pro-
duced munitions 1s better dqualificd therecfter o produce punitions in wer.

8. Tho 'rr Deportrert belicves that 1n pewce on epprecicble
sorbion of munitisns mamufacture should be wcecomplished by civiliun in-~
dustry

9 The 7" r Dep riment 1s plemming 4o receive fronm Corngress
necess.ry leg.l cuth rity to wmpose where desirible the fcllowing indus-
trial controls

we Price fixing.

b  Priorities.
& Cwmpulsory srdors.
4 Cormundeering, of materials cnd plrnbs

Licensing.

fo

I Loportioming commoedities and raw metorinls.
It mast be understcod th t the power to excrcise these conmtrols must bo
valleble. It does nut necessearily follow thet ¢ 1l these controls will
be imposcd.
10. In crder to riwrshe1l all the noti nal resources 1n support
of the military effort, plins must c.ll for the cre.ticn of certain
notional super gencics which will sct directly under the President in

example of this ty.c of superagsency control m.y be crted in the war-tims
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"ar Industrics Board.

11 In indusitrial planning the necds of the civilian pupulation
mist receive due consuerabion

12 In order thot industrial pleman,, fir . wer effort may be
effective, 1t 1s mandatory thrt the "cr ~nd Navy departments participate

equally in the work.

In conclusion, I shoula like tost te that the Planning 3ranch
1s now fourteen years old fach hes becn accomplished and we have every
reason to believe the future ,rogress will be mrre ra 1d, and that {the
orgenization will hrve Justified 1ts exastonce in nere orderly ¢ nd prompt
procurement of supoplies 1f this ccuntry sh uwla ever be so unfortunate as

to9 be involved i1n another wor.
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DISCUSSION FOLLOWING LECTURE BY
Colonel C. T. Harris, Jr.

Darsector, Planning Branch, OASW
December 6, 1935

@ = The next to the last requirement you mentioned was
the superagency. We have heard a lot about 1t and 1t always comes
out that we shonld have & superagency simlar to the War Industries
Board. 1Is that ain the set-up under the present plan?

A - Yes; the Mobilization Plan of 1933 provades & super-
agency aincluding dll the orgmaizations necessarye. It 1s called the
Wer Industrzes Administration. It i1s really a fainance, transporation,
and a number of other different superagencies.

Q@ = It 18 said we shald have an agency similar to the Wa-
Industries Board. Why don't we have a War Industries Board?

A - We don't think the War Industries Board is the proper
set~-up. The Nye Committee divided 1ts orgsnization intec two parts -
war rosources and war finance. We are revising the Industrial ¥obiliza~
tion Plan now and consider combining all under ome orgamzation. In the
last war in spite of the Overman bill there was w@s a great deal of
legislataive aunthoraty for industrial cont-ol. It was imposed by agreement
and many times under duress. Under the Nye bill absolute control of
industry in war ais provided for.

Q = In gebting into these joint boards, I find approximately
eight of them but I can't find out, on authority, ac to whether they
are all subordinate to the Army and Navy Board. Will you comment on that?

'A = There you have the old question of the commend side and
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the supply side. I have no doubt the Joint Board thinks the Army
& Navy Board is under 1. I have no doubt the Army & Navy Board thinks
1t 1s not.

@ = In the coutrol of industry in your war plan where is the
head placed?

A = In the President of the United States. He will coordunate
both finance and procurement.

Q = Where will procurement head up - only procurement?

A = In The Assistent Secrebary of War and he has an organazation
planned for him called the "Coordinator of Procurement”

Q - What effort i1s being made by the State Depariment, i1f any,
to provide us with the strategre raw materials we do not have ourselves,
and what are the comnecting links between the State Department and the
military?

A = The connecting links are generally between the Wer Plans
Davision of the General Staff and the State Department. With reference
to stratetic materials, there was submitted to the State Department through
the Secrebary of War a report on strategic materials end some effort was
mede to find out 1f the foréxgn countries owing us money would pay their
war debts in strategic materials but they were not interested in paying
their debts anyway. We put up the question of mining some manganese in
Montans but for some reason we never gobt %o first base.

Q = What 1s the stabtus of the war reserve. Have we any at all
wn strategic materials?

A = Only in the case of two. American industry has quite e

reserve = usually about & six months' reserve., That, 1n general, 1s our

-2 -



TPANTEN S, W AT RGEYE T mEmw ome Il i it & AL D L A~ C e

reserve, and all we have. In the case of platinum, there i1s & 25,000

ounce reserve in the New York treasury. In the case of nitrate of sode
we have a few thousand tons bubt 1t 1s rapidly disintegrating and may be
gone. In the case of nitrate of soda we are no longer dependent on 1t.

Q = I would laike to ask what 1s the plan sbout educational
orders under the law of competitive bidding and waith the Compiroller
General watching every action under 1%?

A = We would lake te have them but we have never gotbten subhority
for educational orders, Congress will not approve anything in time of
peace that does not conform to Sectinn 3709

Q = W1ll you say something about the size of the field force
for carrying on procurement plamming?

A = There 15 & limitation on the exaistaing foree, placed through
the efforts of Mr. Collins three years ago -~ that 1% shall not exceed the
appropriations that existed in 1929. There ar~ approximately 126 people
on proocurement planning - so regarded in our reports. Of course, if you
consider that development and standardization are plamning, there would
be more. I only refer to those that are strietly procurement planninge.
That 1s arrived at by adding the part time of mumerous people to make
whole units.

€ - In the procurement districts = the fourteen districts =
we have for instance, an Ordnance offacer and & Quartermaster. Who 1is
the coordinating agency?

A - They are coordinated by their own chiefs, and not in the
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field. TIn time of war there are provided zone advisers(end that
wntroduces & very controvergial subject) and there would be in each
of them a representative of The Assistant SecretZry of War. Many
think that 1s a source of trouble and others nob. My opainion xzs that
1f the man 1s the right type of man and free from personal ambition
he can be very helpful. If he tries to get into the actual thick

of the operations and gets crossed between the distriet chref and his
own chief in Washingbton, there will be trouble.

Q = While they are out there under their own chiefs of branches
does The Assistant Secretary step in to say "you can have such or such a
facrlaty"*

A - Yes; he says that. All allocations clear through the
Weshington office and when we find a conflict we attempt to adjust 1t.
Then 1t 1s not possible an arbitrary decision has to be meade.

Q ~ Did the guestion of negotiated conbtracts come up in the
Nye Committee mestings?-

A = That was under fire in the Nye Committee to & wvery large
degree. They pointed out that there were six or seven negotiable items

and 1t looked as 1f the war would be over before we reached an agreement.
We got around 1t by having a primery agreement made outlining in general
what ‘they would be and others to be settled later on. Personally, I am
very skeptical as to whether or not the adjusted compensation contract mey
be quickly epplied, and we may be forced back in the next war to a cost-plus-
something.

@ - Hes the orgenization headed by Admiral Peoples in the
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Treasury Department had any effect on Current Procurement?

A = I think I shall refrawn from answering that.

@ = I notice in the afterncon paper that Congressmen Dunn
of Pemnsylvenia states he will introduce a bill in the next Congress
to provide for the Govermment to mamufacture 1ts own airplanes for
militery purposes. I wonder if that will be an issue and what 1s the
sentiment of Congress.

A « The Nve commttee started off with the xdea 1t would
nationalize airplanes. The Wer Department opposed 1t; the War Department
kmows 1t will have to depend on industry and therefore should educate 1t now.
It looked like the end of the hearings, and they have had to abandon that
feature. I suppose you will find & minority who will favor nationslization
but the majority are against 1t.

@ = I would laike to ask whether or not the proposed legislation
we have in mind is known to the Congressional committees concerned. Will
we meet a lot of obsbtacles in getting 1t throughs

A = In the Nye Committee investigabtion they took the Industraiel
Mobrlrzation Plan all to pisces. The Legislataive Annex engaged their atten-
tion and they started to question this plen, but fortunately, right on the
front page 1t said you could buy 1t at the Govermment Printing Office for
15 cents & copy. Senabtor Clgrk thratened to introduce our W1ll and he
did but on the other hand he is a member of a@cmmlttee that 1s supporting
legisletion right now that has everything we have snd more. I think he has
changed has maind.

Q@ - In connection with strategic reav materiels, has any effort
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been made to enlaist the axd of the Bureau of Foreign Commerce or
would they be of any assistance?

A =« The Deps ~tment of Commerce and the Bureau of Mines can't
do enything. TWe are in constent touch with them.

Q@ - As to locating sources?

A =~ That is the dubty of the Bureau of Mines, - Lo locate
sources and make studies. There are plenbty of studies aveilable as to
our capacity for rew materiels. Manganese, for exemple - all of which 1is
of low gradé?nd has to be processed to carry from 18% up to 52. That
costs money and therefore Russia, the Gold Coast, and Brazil cen invede
our markets and undérsell us. There 1s not a great deal of manganese
in this cantry except that low grade ore.

@ = In the last war there were several months delay between
the declaration of war and the time funds became avairlable for procurement.
Is that situation being studied, and is there no solubion for i1t?

A = That 1s releated to our work but there 15 no agency that
is charged with 1t. It was the subjsct of 8 conference here in the College -
to provide 2 budget advisory commitbe for war-time needs similar to the
Budget Advisory fommittee for peace~time needs and have 1t collate and
gather sll the information that i1s required, Under present instructions
the Chief of Finance has been directed to prepare estimates requaired for
the war effort,

Colenel Jordan: I want to invite atbention to three things
that Colonel Harris has brought out which certainly merat sttention and
study by every one in the class. First, standardization; second, allocation,

and third, the Army & Navy Munations Board. These are the three keystones
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of the whole plamming activaity, and 1f these three things waill work

the Planning Brench will work,

T



