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Allocation - purpose, advantages, disadvantages,

Development

WeI.B.
1922 -

1923 -

1925 -~

1926 -

1927 -

1928 -~

1931 -

1932 -
1933 -

1934 -

1917-1918. Clearance Committee-Need for survey of industry.
Decaision to allocate facilitires ~ questlonnalres.

Allocation (tentative) for survey only. Release of facility
to more than one S.A.S.

Joint Navy Allocations.

Bureau of Census Surveys.

Too many allocations for Services to survey.

Allocations restricted to Prime Contractors - Raw and semi-
finished material to be cleared thru commodity committees —~
allocations only for essential items.

Allocation for production baused upon accepted schedules.
Attempt to tie in with procurement plans.

Reserve Capacity ~ load reports over 50% capacitys.

Too many allocations,

Allocation disapproved for minor requirements of strictly
commercial i1tems.

Cancellation food facilities (4000},

Allocation includes all pluants and divisions, mein office,
but not subsidiaries.

Load restricted 50% normal capecity.
Policy 1925 re contributory items partly revoked.

Allocation by capacity credits -~ Annual load reports. -

Definition of capacities.

Priority of item to determine whether allocatron 1is
necessary.

Survey before allocation of unallocated and reserved
facilaities.



1936 - I.M.Ps = Prioraty decision for procurement planning.

3. Future Work.

Army-Navy Coordination - Division industrial capacity - adjustment
of allocations - capacity credits - commodity allocations,
basic steel, machine tools, etc,.

Capacity, definition for normal, peace time shifts, hours, and
equiprent 1n use.

Load, 1tem, Disruption per cent total plant, by industries,
Conversion, subdivision and regroup.ng of commodities
30,000-~40,000 cards, changes.

Distribution of load, territorial, 50% facility limit.
Revision Form 100 and Cir. No. 1 OASV.

Completion of Records.

4. Records and Routine.

5,

tllocation wnd survey (Form 100), 10,000 Pacilities.
Directory of Allocuted and Reserved Fucilities (Geographic),
Directory of Load (Industrial),

Index of Pacilities (Alphabetical),

Answer to Sec. ba.

Policies for future allecations.
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4. INTRODUCTION,

Much that I shall say in this discussion will be old to most
of you. Iattle 1f any of 1t will f21l within the rule I heard pro-
pounded here a few weeks ago that a thing i1s new unless it has bsen
repeated more than three times. But in spite of the fact that allo-
cation has been extensively discussed there still 1s plenty of room
for sound thinking and constructive action. It 18 for this reason
that the subject 1s so interesting.

The main business of the Allocation Division is "allocation".
More specifically, the responsibilities prescribed in the Peace
Organization, Plamning Brench, 0ftice of The Assistant Secretary of
War are:

1. Avthorization for survey of facilities by the supply
arms and services.

2+ Requisition on the Army and Navy Munitions Board
for cupacity crsdats on reserved facilities for the supply
arms sl Services.

3+« Allocation of facilities and assurance of suitable
daistraibution of load,

4, Recommendation of policies for conversion of facilities.
5. Maintenance and publication of Directories of facilities.
A definition seems appropriate at this point.

1. Definirtrion. The Industrial Mobilizataon Plan, 1936,
states (page 8) that "where the ratio between productive capa-—
city or availebility «nd the combined Army ond Navy demands
indicate the necessity therefor or when such combined demends
create critical problems relative to power, labor, trensportation
or material a proportional division of industricl resources
shall be made." This in a broad way i1t terms ".llocation".

In a more limited sense, und as now commonly understood, by
allocation 1s meant the assignment by proper authority of defimite
fucilities or mwterials, or purts thereof, to the iLrmy or Navy,

or their authorized procurement wgenciss, to supply the needs

of the service concerned.

2+ Purpose of Allocation. The subject of allocations goes
ultimately to the root of all procurement planning, that is a
determination of requirements, without which intelligent allo-




cations cannot be made. We have then on the one hand the needs
of the various services, that 1s, the Jop, and on the other hand
the industrial resources or facilaities, the means to do the job.
Through the allocation system we attempt to bring resources

and requirements togebther in balance for those i1tems or com—
modities which present critical problems in procurement.

But allocation goes furthei. As Colonel Harris has said
on more than one occasion, 1t 18 the key to the supervision of
procurement. The success of our whole procurement set-up hangs
on the soundness of our allocation system. Experience has
demonstrated that in order to procure supplies in a systematic
manner in the time required, and without unduly disrupting
ndustry, 1t 1s necessary to i1nstitute some form of control
which can be used to prevent undesirable competition between
the War Departmeat procurement agencies, the Navy, «nd others,
both civil and governmental. The allocation system properly
administered, not only should obviate such competition among
procuring «gencies, but it i1s necessury to assure a proper dis-
tribution of the incustrial load geographicelly and strategically
throughout the country, «nd to safeguard essential civiliwn needse.

The following are some of the more detailed adv.ntages offered

by the system (I.M.P. prge 11)-

1. It permits exact and desirable prearrangement for pro-
duction of munitions, which should fucilitate insugurution of
the procurement program.

Re It permits orderly distributioa of the w.r load, especially

initiael production. Any other system might throw this load
haphazardly upon the country in an intensive and confused pur-
chasing campaign when time 18 ot « premium,

3. Each allocated plcnt 1s forewarned of the tesk it will
be expected to perform, and can make preparetions to meebt i1t,
thus frcilitating early production.

4, Undesirable competition among procursment agencies for
the output of a single plant 1s reduced to a minimum,.

5. The elements of cost may be studied in peace time,
permitiing the development of war time contracts which should
protect both industry and the govermment and facilitate deter-
mination of prices by negotiat.on at the outset of the emergency.

6. Post war readjustment will bhe sased, since an effort
1s made t0 maintain a nucleus of civilian trade in each facility.
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Now let's examine some possible disadvantages of the system.
These I believe apply mainly to administrative control after M-Day.
Political considerations may be the most serious problem if the system
18 extended too far. Excessive allocations will bog down in red
tape and might cause the whole system to collapse unless the temper
of the people would permit a very rigid and extensive economic
control which now seems undesirable and improbable. As allocations
are increased the opportunity for free competition between producers
for government contracts decreases. In either case prospective
manufacturers who are shut out may become dissatisfied and foster
political repercussions «nd congressional investigations. Negotiated
prices that are too high will braing public condemnstion, those which
are too low will discour.ge effective prodution.

Our «llocations therefore must be sound and Justificble before
Congress &nd the poople. Otherwise the whole set-up will fall, For
these «nd other reasons «llocations in pesacs time are held to a
minimume I mention these fucts, which are not new to you, t0 ex-
plain the reason for some of the policies to be outlined later.

B, HISTORY OF ALLOCATIONS TO DATE.

Turn now to & brief history of allocation. This word does not
appear 1n the index of the Final Report of the War Industries Board.
It had 1ts inception, however, in the Clearance Committee, estab-
lished early in 1917, as part of the General Munitions Board {page
12). Requirements were sent to the Board and went to the Clearance
Committes for action. The Committee prepared clearance lists set-
ting forth the i1tems in whaich a shortage existed, and orders could
not be placed for these items until a clearance was obtained. "later
the requirements of clearance was broadened to include all orders
to be placed within districts determined to be already congested
with war orders, and all orders resuiring ths creation of new
facilaities," (page 12}.

The method followed at first was for each purchasing depart-
ment to read 1ts projected orders daily befors the Committee, and
1f no objection arose the order was cleared. If objection de-
veloped the order was referred to the proper agency for adjustment.

It 1s obvious that such a method was only an expedient pending
the creation of a more effective mechanism. As the list of shortages
increased the Committee was soon bogged down i1n a mass of details.
The need for other agencies was imperative. You know the results.

A Requirements Division to forecast requirements and make definite
plans for the future was created in June 1917, and a Priority Com~
mittee in the summer of 1917. By July, 1918, the Commodity Sections
had developed such strength that these took over the clearance
functions and the Clearance Committee was finally displaced by a




Clesrance Office which simply .ntlyzod the projected orders «nd re-
ferred them to the . ppropriite Commodity Section.

By 1918, the rule was made thet 11 orders to be placed 1in
the congested area and all orders involving new tonstruction hed to
be clearcd. Iate in 1918, the rule was estapnlashed that all orders
ready to be placed had to be cleared. The Commodity Sections scted
in one of six ways.

l. Clear without comment.

2. Restrict to a certain area.

3+ Restrict to a certain power arst.

4. Restrict to certain named plants.

5. Actuanl allocation to o certain plant.

6., Clear with advice regarding suituble solirce.

This method of clear:snce could not control prices or priority.
It 15 to be noted that essentially the War Industries Board cleasred
orders, 1t did not allocate facilities. It designated sources of
supply or restricted orders to certain areas.

Altogetuer thers were 29,000 clearances, 80% War Department, 15%
Navy, 5% all dthers. This 1s shown graphically on the chart familiar
to you all which was prepared by Major Nix. {Exhibit "A"™ - Not repro-
duced). I would like at this tame to recognize the great contribu-
tion he made to industrial preparedness not only by his work in the
Alloecation Division, but also in the preparation of the first basic
steel plan. The figures on this chart (Exhabit "A") are interesting
in that they indicate about what we now estimute to be the propor-
tional requirements for the Navy, 15 to 20% of the whole.

Bxperience during the last war demonstruted the need for an
adequate and complete survey of industry in pecce time, as well as
a determination of reocuirements os far as possible before war comes.

And that calls to mind onother point. We probably will never
mobilize man-power excctly on any plun we prepare in peacs. This
will necessitate rcpid computation of requirements. The m.thod now
ussd seems inadeguate not only for w.r but also for peace in thet 1t
takes too long. A more flexible cnd ropid method scems imperative.
Otherwise peace-time «llocatrion will be seriously deolayed from time
to time as mobiliz.tion plans (re revised, and even cmsrgsncy produc-
tion mcy be retarded from lack of requirements duce to this alone.

Experience obtained duraing the World War led those in authoraty

to believe that the system uscd ot thet time was not altogether
efficient and that = more effective method of procuring supplies in
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s Puture war should be instituted. The result is our present system.
Let's examine briefly some of the steps leading uo to at.

There was at first some doubt whether allocation, especially to
the Navy, could be made except by a superagency. But in 1922 the
decision vas made to allocate facilities (Records 0.4.S.v ). A
that time, February 6, 1922, Colonel Ferguson made a statement which
seems well to note. He said, "No matter now allocations are madc,
they will be changed 1f they are not properly toought out and made
as free from crror as possible. No mabtter wno makes thom, we or a
superagency, they will be changed 1f they are not made properly."
That statement holds today.

The Army snd Novy Munitions Board 1f you recall, was estab-
lished in Junc 1922, out made no ollocations vnvil about three years
later,

On Novewber 1, 1922, the Office of Tho Assistant Secretary of
Wor dirccted the supply arms end scrvices to requisition faeilaties
and furnished a blank form for thot purpose wnilch celled for a
stotement regerding productive capceity, and load reguirements to be
placed on ecach facility. For some unknown recson the requirement
regoarding lood was dropped. You of coursc realize thet at farst
the military requirements were not knoun, We had no mobilization
plan until 1924, Lattle progress was made until that time, except
to forece the military plan, because 1t 1s difficult to approach
industry wvathout definite requirements.

Allocations originally were for survey and were tentative for
one year., However, tnose made werc never revoked. The first requi-
sitions wore received in December 1922, aad the first allocations
were made by the Office of The Assistant Secretary of War in January
1923. The first Directory of Allocated Facilities, published in
February 1923, listed 5450 facilities.

On November 13, 1923, the Office of The Assisiant Sccretary
of War by memorandum announced that "The allocation of a facility
to one supply dbr.nch does not mean that another branch 1is pro-
hibited from getting supolies from that facility, but that the
branch to which sllocaled shall have grioraty on 1ts output, and
that all demands of other branches on this facility must be pre-
sented to 1t through or by satisfactory agreement with the branch
or branches to whom 1t 1s sllocabed."

The besic purpose of the memorandum Just quoted apparently was
to open the way Tor utilizailion of the whole facility rather than
to restrict the load to o small percentage desired by one bronch.
And this touches a vital problem, Ever aow the moienl o plent is



allocated to a service that service wants everybody else to keep
away. The result 1s loss of a great deal of production. The load
could be more evenly placed if that surplus capacity were made
avallable to all. It as probable too that a superagency would not
look with favor upon large numbers of straight allocations carrying
small loads. It has been suggested that instead of the "keep away"
attitude on allocated facilities the service to which allocated
should act as an expert and make a detarled survey of the facility
end advise all concerned of the remasining ccp.city, with a view to
placement of lowds desired. This 1s being done in a fashion now,
but the method 1s too much dependent on the human element to make
1t generally applic.ble. The services are $00 jewlous of thear
prerogrtives. Another advantege suggested for this scheme is that
1t would help to reduce to o minimum the annoying contacts with
industry. But planning has now progressed to the point where con-
tacts should not receive unfavorable reaction.

And this all points to wse of capucity credits generally as
the solution of this problem, especially when two or more procuring
agencies have important interests. This policy would place the
grect bulk of the productive c.pacity in the reserve class, which
perhaps 1s the best category for supervision.

The large amount of vork in the early days brought about by
more allocations than the supply branches could survey, and can-
cellations of facilities going out of business soon indicated a need
for restriction on the number of allocations. On October 7, 1925,
the Branches were requested to furnish "A priority list of essential
1tems" and allocation was t0o be limited to facilities required for
these essential i1tems. At that time also 1t was stated that facili-
ti1es rated less than "A"™ in Thomas' Register ($100,000) would not

be «llocated except in special cases. I[hese polieles were not
strictly followed.

Two years later, May 25, 1227, the Office of the Assistant
Secretary of War made an importunt proncuncement in disapproving
a request to place schedules calling ior 104 glass beakers znd 26
condensers, by stating that "A listing of sources of supply for
minor requirements of strictly commercial i1tems in lisu of accepted

schedules of production is believed to be adequate for the purpose
of procurement planning."

That policy suggest:d a reasonsble conmsideration in the ap-
plication of allocations, but I feel 1t did not go nearly far enough
in restricting nmumbers.

And today there is considerable confusion sti1ll in the minds of
many, notably one supply «rm and service, as to how far we should go.



One service at least would like to allocate for everything 1t pro-
cures, and uses as an i1llustration the aitem of hand tools now pro-—
cured by two or more services and in which there is no shortage.
The service in mind fears that on M-Day 1t might be left in the
cold due to the placement of orders by another service for the cream
of the supply in a certain dastrict. Rearrangement of the 1tems
to be procured by each service should help t0 relieve this objectlon.
Perhaps a pooling of similar items for procurement by a designated
agency could be had in many cases now handled oy two or more ser-
vices. Distribution could then be made in accordance with priority
needs. This seems 10 me to offer a fertile field for constructaive
work. Colonel Barnes I believe 1s now working on this reclassifi-
cation. Definite policies on contract procedure for M-Day should
also help, and I understand Magor Fenn is solving that problem.

One of the basic functions of procurement planning is to make
and keep up-to-date a complete survey of andustry. In my estimation
the allocation system 1s jJustified 1f 1t does nothing more than that.
Some supply arms and services now are surveying with a view to ascer-
tainine the maximum capacity of industry to produce. Others I fear
survey merely to place the load apportioned to the several districts.
The desirability of the former is obvious. I believe that were 1%
not for practical limitations of funds and personnel survey should
cover the whole field, and that copies of all survey reports might
well be filed in the Office of the Assistant Secretary of War for
purposes of analysis,

On several occasions survey was atbtempted through the Buresu
of the Census. In December 1925, 1t sent out Form 100-A to all
facilities having & value of product of $500,000 or more a year, or
to about 15,000 facilities. The form included five questions:

1. Principal commodity manufactured during the war.
2+ Amount produced.

3« Present Status

4, Type of work for which best surted.

5. Alterations necessary.

I imagine these forms were not very welcome to industry coming
as they did shortly after 1ts adverse reaction to the fleed of
guestionnaires in 1922, However, reports were received in 1927,
and as a result some 500 allocations were made of which 100 went to
the Navy. A second census made in 1927 and receivea 1n 1929 proved
to be of little value. In 1929 a third census, limited fo information
regarding skilled labor was made for the Navy and the Ordnance De=-
partment.
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In order to avoid antagonizing industry, up to about two years
ago, contact and survey could not be made until the facility was
wllocated. This naturally required first allocation, then survey,
then upportionment, and finally schedules, snd inc.dentally many
cuncelletions. This proc.dure seems & little clumsy but probably
was the best that could be done under the circamstances. The im-
portant thing is thet something was done. The present policy is to
have some degree of assur nce thet the facility will be regquired and
thus avold unnecessary . llocation and subsequent concellation,
Therefore uncllocatcd <nd reservad facilities may be contccted wnd
surveyed freely wiu.in tho practiccl limitetions indicated above.

In this conncction we should apporeciate the great amount of work
which the 1ield force does to accomplish surveys. Inguiries last

year disclosed that i1n the districts more taime w.s devoted to surveys
and loccting prospective facilities than to wny other aetivity, that
o sme 11 percentags of w.lloc.ted pl.nts h.ve not besen resurveyed since
1929, and meny not since 1933.

Now let®slook ¢t o few more import.nt docisionse.

In 1925, a wmemorandum 1esued from the Office of the Assistent
Secretary of War st.ted that "No allocc tions would be mude for mater-
1als or supplies b0 be obi.ined by prire countractors from subcontractors
except 1n spaci.l caszs, Raw and semi—~funishasd materiels will be
cloured throngn commodity committees." LAlthongh this restriction
was never rescinded rmuny allocations were maiae for both contributory
1tems ~nd raw meterials wnd rightly so.

In 1933, the policy regarding contributory items was changed
and the sup.ly arms and services could obtain allocation for contri-
butory i1tems puichased direct, whereas those to be obtained by prime
contractors were to be cleared through this office by forwarding a
copy of the subschedule of production. These subschedules were
eventually to show the total demands and be the basis for fubure
definite allocations.

In 1934 this policy was changed. Planning Branch Caircular No 1
of that year states tnat "The priority of the 1tem will determine

whether allocation 1s necessary. No distinction will be made be- “
tween primary and contributory items and/or services, nor whether
the supply arms and services or the prime contractor will place X

the contract". This was an important decision in the interest of
sound planning.

We might mention at this point a little of the history of
Novy allocetions. You rewlize that the Nuvy w.s never very much
enthused about the subject until recently.



In 1925, a letter to The Assistant Secretary of the Navy re-
gquested Joint action regarding motor vehicles, casings and tubes and
other i1tems. A Committee at that time apreed to joint allocation
of 17 facilities. These included Buick, Cadillac, Goodrieh, Goodyear,
Midvale, and Newport News Shipbuilding. These allocatbions, Jjoint
with the Army, were the first made to the Navy, and were made by the
Army and Navy Munitions Board.

In 1927, about 100 facilities were allocated to the Navy from
data furnished by the Burcau of Census. These included facilities
for blankets, buttons, boilers, clocks, clothing, lumber, shocs,
steel, ships and drydocks, turbines and others.

In 1929, the question of shipbuilding ond dock facilities to
meet the Navy mexamum color plan was settled by alloceting about
100 facilities to that service. In addation to these, in 1929 there
were ten jJoint allocations to the Navy and Army Ordnunce, and ten to
the Navy and Army Engineers, covering shipping ¢nd steel fucilities.

In 1934, cert-in storcge facilities on the west coast wers
«wllocated to the Nuvy by the Joint Bo.rd. Of course many of these
origin.l Nevy allocations have since been chonged.

During 1935, 116 faealities alloccted to the Mzdicel Department
ond the Quartermaster Corps were realloccted o the Nuvy. An agree-
ment was wlso rsached regrrding £ll fucilities <llocated solely to
the Medicel Department of the Army. These medical sllocations stall

stond but many of them should be cancelled as unnecess.ry.

There are at present & total of about 10,000 wllocations
«nd 370 reserved f.cilities. Of these the Nevy 1s Iin on (allocat ions
and caprcity credits) .bout 650 facilities. It 1s obvious, even con-
sidering thot the Nuvy requirements will be only about 204, that 1ts
load 1s fur from placed. One of the big problems 1s to obtain the
Navy requirements snd adjust them with Army requirements. This will
mean 1n the end a readjustment of meny of the Army allocetions. But
this hd better be done now than on M-Duy, for the Navy certuinly
will get high priority end the problem will be more ce.sily solved
to recognize thot fect and plen accordingly. Colonel Harris
fortunately for us all hes infused ¢ spirat of cooperation which
1s beginmning to bear fruit. Navy requests for wllocubions or
copucity credits arc now coming in  And a grett stumbling block to
wllocations will be removed 1f and vhen the priority decision for
brocurement planning between the Army wnd Navy, and which 1s now
before the Joint Board for sign.ture, i1s promulgerted. Colonsl Harris
1s responsiblc for pushing this very difficult gucstion to . reasonanle
solution. It v1ll mark one of the mejor steps in procurement plenninge
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C.FROBIEMS. Let'sexamine now some of the more detairled problems.

l. Capacity and Load. Turn first to the question of capacity
and load  Herein lies a difficult problem, but 1ts satisfactory
solution 1s basic to the progress of sound planning. GCapacity and
load have probably caused more hesdaches and more dissatisfaction
among the supply arms and services than any other one thing connected
with procurement plavning. I am convinced that much of the t roubid
1s due to inconsistent and confused definitions and failure to
anaounce definite policies. Now why do we need load reports?® Load
data 1s amperative in order:

8. Thet suitable distribution may be assured, or con-—
versely that we may have an indicution of the industrial capacity
reme 1ning after the war load hus been ploced, ond its location.

b. To insure that i1ndividuasl facilities are not over-
loaded, thet & proper i1eserve 1s mainb.ined and that civiliun
needs ore properly considersd.

Ce To give en 1ndication ol the .mount of conversion, ex-
pansion and new construction that will be required to carry
the war load.

8. To afford deta for anclysis of the problems of labor,
power, construction .nd trensportation,

In other words a proper report on cupacity and loed 1s absolutely
vital to 1ntelligent alloc.tions.

Tt secoms that os early s 1928 the Office of The Assaistent
Secretary of War suggested o foctor of scfety in cach facility by
utilizing 1ts capucity only in part, and by setting cside a few well
gstablished facilities. In thet sume ye.r Colonel Ferguson suggested
that erch br nch be recuired to report all fecilities being ubirlized
in excess of 50% of the peace timc c.pecity. He estim.ted that the
war load would be 15% or less of the cepacaty to produce. He also
recommended setting aside certoin plants 8 a gencral reserve.

The Check last, June, 1926 {par. 16) mentions a "semi-snnual
report of locd to be renderca by the brrnches, to include the name of
each fuacility where the load exceeds 50% of ¢ p.city. The thought
apparently wes crystallizing that cup.city equivalent to about 50%
norme.l should be reserved for civiliwn nceds, .nd in 1932 the load
on allocuted fucilities wes rostricted to 50% normal capacity. But
no where c.n I find thet normel c. pacity had been aefined,
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Up to 1934 considersole more or less uncosrdinated work was
done 1n an effort to obt-in nd wnalyze lood figures, but little
of value seems t0 have been accomplished. A positive step however
was taken in October 1934, the Director of the Planning Branch
announced that an anmial load report would be submitted by each
supply arm and service.

The first load reports under this directive were sent in by
the supply arms and services on October 1, 1935, But unfortunately
due to the use of the several definitions of capacity, and lack
of uniformity in the reports the load figures are not sasceptible
t0 the analysis for which they were intended.

In our present Circular No. 1, issued in 1934, several kinds
of capacity vere listed, notably normal, potential and totel plant.
Normal c. pacity was defined as the output of a facility ordinaraly
to be expescted for the product desired if working with the usual
pewce~time number of shifts, using 4ll i1nstalled equipment suited
for i1bts production together with the neccssery personnel thersfor,
I cen subscribe to that definition, because essentirally 1t tles in
with what the facility 1s doing now, a knoun gquentity. But I do not
agree with the definition finally evolved later after many changes
in form and interpretotion, some unforutnatsly more or less informally.
This reads about as follows "Normal c.p.city 1s defined &s maxamum,
one shift, ¢ pceity on . monthly b.sis, using 1l installed machinery
and the full complement of persomnel". Ons shift I believe usually
has been construed to mewn 8 hours, although other interpretations
have been ¢ pplied.

Under this defanaition the Quarterm.ster Corps reports load
by commodity and not for total plunt, on «n 8 hour shift as normal;
the Ordnence on the total plant only, generally on a basis of 2-10
hour shifts, «1l incidentclly on the 1924 plan until quite recently,
and the Chemical Werfare Service claim they cennot tie the load to
any one shift since meny of their plcnts will run continuously. A
similar situation exists for mony of the Ordnunce plcnts.

Also we have been following the rule thut 50% normel c. pucity
should be reserved for civilisn needs but such . rule 1t scems to
me 18 not equitable 1f 1t reserves only 4 hours from .n industry
normelly running 20 or 24 hours d.ily while «t the s.me time resoerving
4 hours from one running normally 8 hours dcaly. I believe the spirit
of the 50% rule wus to safeguard the equivalent of half of the normal
peace-time output of . fucility or an industry for i1ts civilian.trade
demands.

Now 1f we remember thit war load as defined in the Industracl
Mobilization Plan 1s "the amount of materical that must be produced
in war over and above {or at least different from) that produced
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1in peace" {page 5} 1t seems reasonable that we should attempt %o evaluate
the load i1n terms of peace-time production whatever that may be.

Even using known peace~-time capacity as a base, war load at best must

be an estimation and necessarily involves many intangibles. These

mast be held to a minimum,., The problem must be kept as simple as
possible and the supply arms and services must be given some freedom

1n 1ts solution. EBstimates within plus or mimus 5% certainly should

be acceptable.

With these facts in mind 1t seems that we should use only one
definition for capacity. Let usg all call that normal, «nd meke 1%
gssentially the same as given originally in Carcular No. 1, 1934.

And state thct 1004 normal cepacity is whot the fucility may reasonably
be sxpected to produce running s 1t ordin.rily doses wath 1ts usual
peace~time number of shifts, hours, and productive equipment normally
in use.

And again, in view of the diversification of industry, I
would like to mrke anothor radic.l deperture from present procedurs.
It seems impracticeble to prescribe & common denominator for com-
puting lo.d which will be cpplicable to 11 supply arms and services.
Therefore I would permit cach service to «dopt the msthod 1t Judges
best to gave . proper load fagure to suirt each particular cese, so
long as 1t indicates the method 1t has used. In other words the
services cre the experts, and once we 1ndicuate cle.rly the problem
to them, meximumn frecdom should be allowed in 1ts solubion.

Form 100 1s being revised for « new issue ond will carry
suiteble herdings for load. A specinl form, however, standard for
«1l supply crms nd services to simplify anmd reduce the burden of
preparstion of losa reports, will prob.bly be issued.

Load reports should show the psr cont of ench commodity taken,
ag well as the load against tot.l plant, both sxpressed in terms
of norm.l capacity, the number of shifts and hours normally opersated,
the expansion or new construction contemplated, 1f any, expressed
in per cent of normal capacity as a part of the commodity or plant
load, whether or not conversion is involved, .nd the method used
in computing the load.

The figurces we now have do not permit us to determine the load
on < facility in mrny cases, especially in reserved or joint alloca-—
tions bec.usc they are not wdditive. But 1f reported as outlined
wbove we ultimetely will have deote which will be of great value not
only to the Office of The Assistunt Secret.ry of War but «lso to the
supply «rms «nd services.

13—



R

2+ Allocation betueen Army nd Navy. As st.ted before perhaps
the greatest task ot hand 1s to secure o balenced allocuwtion between
the Army and Navy. A groat dewl of coordinction ~nd tact, give .nd
take, will bc necessary through the medium of the Army ..nd Navy
Munitions Bosrd. The requircments of all concerncd, including the
Navy rmust be equitably apportioned to the productive sources, with
due regard to wilitary priorities set up in war plans and by the
Joint Bourd,.

Let's exwmine some recent activity clong this line.

&o Acroncutical Equipment. Division of primary fcoilities
hos been made on a 50-50 basis, but there are st1ll shortages. Con-
gsequently, certain mejor automotive concerns, potential producers of
tircraft, have been suspended by the ANMB until Juns 30, 1937, in
order to pocrmit the respective Air Services to conmpubts requirements
«nd come in on a divaision of capacity. We are now sounding out the
Army Air Corps on o 50-50 divigion of sm.ll parts mamuf. cturers for
the aircraft industry.

b. The nean facilities for optical glass have been ¢llocated,
but & division of the facilities producing optical and precision in-
struments 1s yet to be mcde. The ANMB llocation sub-committce is
about ready to rcport on these items.

Ce Basis Steel Fecilities. Here ruch work renains to be
done to allocate properly a long list of fucilibies, an spite of the
fect thet o revised stoel plan, apportioning c. pacity credits, is about
ready to be 1issued. 7You realizc meny of these hig steel fccilities
carry fabriccting ccprecity, i1n addition to busic stoel, which must
be divided, not only between the Army and Navy, but also among the
supply arms and services.

8. A division of the importent gnge facilities wes upproved
by the ANMB, Oct. 15, 1935. Allocction of small gage fucilities is
st1ll under way.

e« A davision of Machine PTool Freilities was approvud by
the ANMB on M y 14, 1936. .llocation of the frcilaties apportioned to
the Army wos rscently mode to the services concerned.

f. The capacity for & numosr of oth.r 1tems of lesser im—
portence has either been divided or is in process. But there remein
many very important critical items whicn we hope mey soon be pushsd
through the mill. Let me name a fow  Airplanc bombs, shell forgings,
opticel .nd precision instruments, powder and explosives, aluminum
products, blankets, woolen cloth, shoces, duck «nd wcbbaing, and rubber
goods, all types. Muach of the pick =nd shovsl work of courss will
be doune by commodity ¢nd allocation sub-committess of the ANMB.
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3. Summary of Allocations. The present status of allocations as
respects numbers and classes and interested services 1s shown on the
charts. (Exhibits "B" and "C")}. You will note that 1926 was the banner
year in rumbers. The large drop immediately after 1926 was due to
the cancellation of about 4000 food facilities for the Quartermaster
Corps. The mumber of allocations are gradually being reduced, and
meny more with extremely small loads or for other reasons should and
w1ll be canceled as the records are reviewed., The load report 1is
slmost indispensable in this connection to show up allocations which
should be questioned.

Many of the cancellstions during the past year were for raw
materials. On September 1, last, the list of materials for which
allocctions were not to be mrcde included-

Building moterials {lumber, cement, sand, roofing, etc.)

Coal, coke

Gasoline, lubricating and fuel oils.

Food

Farniture {except field)

Office supplies and equipment

Poaint and paint products

Raw materianls (manganese, cotton linters, wool,hides,
leather, etc.)

1. Animals, riding and draft.

* L L 4
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Sales «wgenciles, Jobbers, and importers (only) are not ordinarily
allocated.

The tendency should be toward allocction by Capacity Credats
which will sutomatically place such focilities in the reserve categorye.
Any f.cility now required by both the Army end Navy is reserved (ANMB)
«nd any of primary interest to two or more supply arms .nd services
should be reserved, unless there 1s good reason for not doing so.
Important fucilities such «s those producing machine tools, basic
steel, opbical glass, aluminum products, and .utomotive equipment
fall within this cetegory. Pleocement of fucilities in this class
however makes more work for the Allocation Division.

D. ROUTINE AND RECORDS. Turn now to the routine of the office end
the records we keep. The work of the Division 1s closely t1sd in
with other divisions of the Planning Branch, especil.lly with the Pro-
curement Pl.ns and Commodities. Obviously ve must work very closely
with the Army and Navy Munitions Bo wrd.

The Allocubtion Division meintuins the following records.

l, Mrstar Faile. Thas consists at present of over 10,000
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load placed or to be placed on each facility. Unfortunately, the
load figures as far as they go are recorded either in per cent of
commodaty taken and not total plant, or in per cent total plant
and not commodity, each computed on different base.

The Load Directory is far from complete. The annual load reports
recerved from the supyly arms and services over a year ago are only
about half checked and recorded. Here again the large amount of
work involved 1s apparent. It 1s estimated that to meintain this
load directory, 1t will be necessary to post, classify, file, and
keep up-to~-date some 30,000 to 40,000 Kardex cards. The changes
referred to above are now coming in in five to twenty page lots, each
line of which reguires a minimum of 2 end in some cases 4 or 5 pos-
tings. (Illustrate). If we are to get above water with the present
clerical help 1t will be nscessary to cut down the work. This might
be done by reducing the number of items on which we now regeive
load reports, or, not require a change in load unless 1t exceeds
say plus or minus 10%, or possably rogroup and reclassify which now
would be « tremendous task to wccomplish gquickly. *

This Directory 1s published as « confidential document. While
mach remains to be done on the Load Directory, I wunt to give credat
to the lc rge amount of work done by Colonel Skelton in brainging it
¢g far along es 1t 1s.

4, Another file 1s also kept by the Allocation Division,
namely an Index of Alloccted and Reserved Fecailities. This is o
single . lph.betical list showing the nome and «ddress of each facility
the procurement «gency to which elloccted or reserved, nd the commo-
dities which ewch facility will furnish, I visu.lize mcking this
index more useful by indicating the totwl plont load for each facility
when such figurces become avcilable. At no place is the total plant
losd now recorded.

It 1s imper.tive that the files and Dircctories issued by
the Allocation Davasion be complete .nd up-to~dete. This davision
1s the office and the only office, of record for #nll allocations, Nevy
w8 well «g Army. While the Industriel Mobilizition Plan now perrmits
the Neovy to designate facilities and even to sot up for i1tself an
*1locotion system similar to ours, I doubt 1f they vill feel the
need so long as we publish and 1ssue the Directories I heve described.
These Directories vhen completcd «re en wnswer in two nutshells
t0 the mandate in Section ba.

In conclusion, let me cmphesize thet 1t as necessary that wo
clarafy ond samplify the matter of locd for two reasons

8¢ To retain the coopreation of the supply arms and scr-

vices ond
b. To complete the records of our officc.
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Much will be done in that dirsction by the revision of Circular
No, 1, now under ways This oircular should be kept up~to-date by
revision to include important changes in definition or policy. I
believe Circular No. 1 should be the Allocation Bible,

E. POLICIES.

Finally, let me read what I think should be included therein as
important policies for Ffuture allocation. Most of these policies are
old. Some changes however have been made, and a few new ones have
been sdded. These policies, backed by o clear definition of capacity
and an explanation of the objectives of load and how 1t is to be
reported, will, I am sure, enable us to retain the cooperation of
the supply arms and services and go forward on & sound basis.

1. In general, 1in the case of & facility in vhich two or more
procuring agencies have, or may have, .n interest allocation will
be by c.pacity credits.

A schedule may be placed by one supply arm or service for
«~nother providing the supply arm or service Placing the schedule
has o preponderwnt interest in the fucility. In such cwses the total
load on the facility will be reported by the supply arm or service
to which allocated but will be so listed as to indicate clearly the
load for each supply arm and service concerned.

In cases where only one procuring agency has an interest,
such as total conversion %o the production of noncommercial items, or
where the facility 1s surted to the production of items for only
one procuring agency, allocation will be oatright by facility.

Joint allocations are discouraged.

2, Allocations will be confined to those 1tems or commodities
which present critical broblems in wer time Procurement. Where
normal or converted copaclty 1s equal to or greater than four times
the combined requirements of the Army and Navy and where the require—
ments do not i1nvolve substantial umounts of strategic or critical
materials, allocation will not ordinarily be mcde. The allocated
locd mist be equitably distributed among all prospective and
legitimate producers. Judicious allowance should be made for pos-
sible insolvency or discontimuance of one or more foeilaties wllo-
cated to a procurement agency to guard igoinst serious disruption
of the procurement program,

3« Cap city equive lent to 50% normel will so fur as possible
be held for essential civilirn necds, for contributory requirements
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of industry as o wholo, «nd for unforse.n cmergency dem.nds. The
remaining cc pacity, and ony addition 1 cupacity added by oexpansion,
addition.l shifts or now construction, 1s norm.lly aveilable to meet
the military progronm.

Insofur as prreticable requircments will be obtuined by utili-
zation of not to exce-~d 50% normal cuap. city. Confirmction by
the OAS" must be obtained for « 11 loads, i1tem or totel plant, in
cxcess of 50% normal cepeccitye

4, Subsidiaries are normally llocated separctely. Allocation
by plonts ws separate enbities wheore loc.ted is preferable to
< llocation of the centire orgenization by mewin office. Plunt »llo-
cation 1s p.rticulerly to0 be preferr.d in the case of important
plints widely separcted or situated 1n differunt procurcment districts.
In any event, load will be reported by pl-nts so far as practicable.

5. In general credits g inst rescrved facilitieg will not
be wpproved until total requircments in their rclation to productive
cepacity ore known, Demands of the several supply :rms and services
w1ll be coordinatcd by this office. Total Army requirements will be
coordinated with the Navy through the Army «nd Navy Munitions Board.

64 Military praiority of items governs in case of conflicting
demands. In this connection, quantities needed at specific times will

be considered to insure effective time coordination of the productive
progran.

7. Productive sources of basic raw materials are not generally
allocated Allocations or capacity credits will be granted against
preoductaive sources of essential contributory requiremsnts in com-
modities which present craitical problems in procurement, and which
sources constitute productive manufacturing facilities subgect to
diversion to less essential needs Notable examples are machine
tools, basic steel products, aluminum products, and opbtical glass.

Such allocations are contingent upon the practicability of
making a reasonable division and assignment of the available capacity
to the procuring agencies, which will normally be decided upon the
recommendation of Cormodity Committees In such cases, when the
plans have progressed to the point wherc a satisfactory division of
capacity can be made, the problem then falls within the purview of
the Allocation Division for odministrative control Commodaty com-
mittees normally will be continued in a fact-finding and advisory
capacity

8. Ordinarily, allocations will be confined to facilities
capitalized at $50,000 or over.
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é. In gencral food fucilities will not be allocctea  Facili-
ties producing i1tems 1n addition to food may be alloc.ted for pro-
duction of such items.

10 Allocation of f cilities in Zone I will be inhibited unless
1t can be shown that suiteble production is not aveil.ble elsewhere
In the distribubtion of the industrial lo.d preforcnce will be given
proauctive sources loceted inland, c£nd cutside of congested industri-
al centors The locd will be so distriouted s to cbviate unnccessary
requarements i1n pow.r, labor, trensportation and construction, parti-
cul-rly at points oi cong.stion.

11 Complete survey of the productive cipecity of industry is
to be desired in crder to facilitate intsiligent .nd equitable alloca-
tions

12 Governmental facilibies and £ cilities outside the centinen-
tal lirats of the United Stutes will not crdanarily be allocated

13 Load on allocated and reserved facilities will be verified
at least .nce every three yesrs A revised load report will be sub-
mitted on each facility whenever the lo.d placed in any 1tem differs
from that proviously reported by rorc than 10% of normel capacity
Allocations in force for mcre then five years and . gainst which no
load has been reported will be ccnsidered as potentially available
for concellation and reassignment.

Confersnce open for questions and discussion.
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| ALLOCCLTIOGNS

(Juee 30, 1936. )

1923 1924 19526 1928 1932 1934 1935 1938
Q.M,C. 2463 2110 136656 9232 8012 8252 7805 6604 Q.M,C,
Oe Do 1082 1328 1375 1140 818 916 874 868 0,D,
Co Eo 82 993 2134 1738 1167 922 854 7€l CLE.
A.C. 400 590 700 623 572 526 470 422 ALC,
M.Da 872 524 1252 1196 1031 738 594 525 M.D,

. 340 290 428 522 467 572 523 506 350 8.C,

y CaWala -18¢9 284 330 304 402 406 372 278 C.W.S.
Navy 17 171 249 251 367 395 Navy
J.le 82 217 460 271 283 291 378 " 419 J.A,

*
Totals 5450 13872 20455 15142 131u8 12825 12220 20572 Totals

% 419 Joant Allocations involve only 204 Facilities.
*%  Deducting 2 difference of 215 for Joint Allocations, the to-
tad number of Facilities allocated 1s 10,357
Reserve Facilitics 370

Grnd Total 10,727

Exhibit "B,



Totnl
Total

Total
Total
Total

Total
Total

Total
Total

Total
Total

SUMMARY OF ALLOCALTIONS, June 30, 1936.

Allocations (including joint)
allocations approved by ANMB -- Army 824,N vy 395

facilities 1llocated
facilities alloeated (Arry)
Facilities nlloeated (Navy)

jJoint alloc.tioms to SA&S
facilities jointly 2lleocited to SA&S

reserved facilities (OASW)
reserved facilities (ANMB)

approved capacity crocdits to SA&S
approved capacity eredits to Novy

Per cent of totel allecations that are locited in Zone I
Per cent of total reserved facilities thot are locoted an Zone I 58.1%

Fxhibit "C",.

10,572
1,219

10,357
9,962
395

419
204

370
272

166
187

48 ,3%
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A _‘“ﬁi NORMAL CAPACTTY
| -
Rew- Avarl—y EXPANDIQN“' — A.Automotive Dept.,50% of total activity
served | able | Normally | AL ITY Lo 0T of Facility.
for | for I use all B.ATRCRAFT ENGINE DEPT.,25% of total ac~
Ci- Mili- : for Mili- | - tivity of Facility.
‘ﬁéééin t§§¥am,ffrz,§f?§?fT (3,000 engines yearly).
:/“‘“\f”“-»»”" C.DROP FORGING DEPT. ,255”0 of total activaty
[ Exisbing of Facility.
Facility (Mi1scellaneous Drop Forgings)
LIRCRAFT
ENGINE
i
| DEeT.

P L/ d !
{ L= 529 WAR LOAD

p 2,250 engines yearly,1tem load 75%,
7 ST PLANT LOAD 97, NORMAT, CAPACITY.

%

/
N

N
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AUTOMOTIVE DEPTe Y
A
1
i

(Drop Forged crankshafts & gear blanks,
\ . 1tem load 50%,
PLANT T.OAD '2/, NORMAL C/PACITY.
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Reserve 70% normal capacity,

Expansion may be obtained by
(a)e Placement in operation of a part of the Facility net normelly used.

(b). Additional shifts,(more hours).

(¢)+ New construction.

NOTE  Xach to be reported in terms of percent of normal capacity. BExhibit "D"
Conference Plonning Branch
0 LS, 0ct.13,1936



