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"THE PLA~_'~ING BRANCH AND ITS PROB~,~S" 

PART I 

Developme_n_t of the Planning Branch 

Procurement in w~r has always been a most important and a most 

difficult activity. 

was well organized, 

needs of the armed forces. 

In the Revolutio1~ry War, before this Goverrnnent 

Congress itself did much of the procuring for the 

The following Acts are typical: 

September 23, 1775. 

Procurement "RESOLVED, That a co~uittee be appointed to purchase 

a quant "~ f i~2 o woolen goods for the use of the I~rn~ to the 

amo~uqt of five onousana pounds sterling. 

November 2, 1775. 

Initial 
Order 

"RESOLVED, Tlmt 3,000 felt hats, 5,000 worsted caps, 

3,000 pair of buckskin breeches, Z,000 pair of shoes, 

3,000 pair of yarn stockings, and Z,000 waistcoats, suit- 

able for the season, be im~nediately purchased..... 

Novelrber 18, 1775. 

Conservation "The Com~missary-General to order all the horns of the 

bullocks that ~.re killed for the use of the Army to be 

saved and sent to the Q. M. General, who is also to pro- 

vide as ma~y as he can get, and have the whole made into 

good ~owderhorns for tho use of the troops. 



Secondar~ 
Requirements 

August 28.,. 1776. 

"RESOLVED, That 500 pounds of gun powder be delivered 

C o mmande er ing 

to said Mease and Caldwell for the purpose of procL~ring 

deerskins to make breeches for the soldiery in the Service 

of the United States; they to be accotu~table. 

~rch 12, 1777. 

"RESOLVED, That it be recommended to the legislatures, 

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

the United States, to cause assessments of bls~Ikets to be 

June 3, 1777. 

A. & N. "RESOLTED, That a con~znittee of three be appointed to 
.C onm~o d i ty 

Committee devise ways and means for supplying the United States with 

s alt." 

The needs of the Contir.ental troops were so simple as to throw 

what would now be considered a very light load on. industry, but in those 

days this load was relatively as heavy as the load on our industry dtu.ing 

the World War. 

In the Civil War the Government departments had long been in 

being and in the War Department most of the present supply branches were 

well established. But in the Civil War we had an era of w~t might be 

termed political procuring, theft is,--if the supply branch did not carry 

out its procurement DJa'Ictions in accordance with the wishes of the manu- 

facturer or middleman, he went to the ~Var Department, or even higher, and 

secured action satisfactory to him. For example, in the Ordnance Depart- 
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merit mar4y, many consigTunents of arms and ~imcuqition were rejected as 

being not up to the required standard. But history will bear me out 

that in practically every single case a political decision caused the 

r~teri,%is in question to be accepted. 

In the Spanish American War we muddled through. The stress 

on industry was not sufficient to apply a real test. Even so, there 

were scandals about embalmed beef, defective material, and like con- 

ditions. 

The conditions in the World War have been much discussed. 

In these days we hear a lot r, bout s kpera~encies and other coordinating 

bodies, and are apt %o receive the impression that these bodies, %o 

use a colloquial expression, "won the ,,'Jar." It is far more just, in 

my opinion to state that the supply br~nches "won the war." We are 

prone in these times to cite all the failures o~, ' the supply branches 

and to omit to record their successes. Even so, it no.st be remembered 

t~t the malf~nqctioning of procurement caused the enactment of s~ very 

vital suction of the Natio~l Defense Act. 

Without going into the reasons therefor, the confusions, 

delays, uncertainties and misdirected efforts of the Government in 

gu~iding industry in the World War caused the Congress, after full con- 

sideration, %0 decree~ in Section 5a, of the Nations~l Defense Act, %b,~,t 

. . . . .  : n ' ~ r  ~_ " ' ]  " in time of pe:.ce an ~g~..1.c~, ,~ou.~ concern itself with pla:ning for pro- 

curement in war and for the assurance of o, de%u&te mobilization of in- 

dustry in support of the military effort. This rcsponsibility was 

placed upon the Assistant Secretary of W,~ who has organized in his 



office a Planning Branch to which he has delegated the duty of carry- 

ing on, under his direction, duringthe peace years, a continuing 

study and a continuing plan for this very important part industry will 

play in a war effort. I am the present Director of this industrial 

planning agency. • 

I feel that perhaps it n~y be of interest to record the 

gradual development, growth ~ud definition of the Plar~ling Branch 

from its original organization, that is,--when four officers just 

graduated from the War Collef~eo_ in 1921 were assigu~ed to the Pla~nqing 

Branch and be~n discussing a~2ong themselves what the problem con- 

fronting them was. It is very fortu~ite that these four officers and 

those later associated with them started off their work by thinking. 

It is to the credit of all the officers who have been in the Planning 

Branch from that early date to this that the tendency to go off half- 

cocked has been guarded against and t~hat those things thc~t have been 

done h~ve come as a result of serious ~nd sound thinking. Under these 

conditions progress is necessarily slow, but, as long c.s progress is 

along sound lines, slov~ess can be excused, for if ~my unsound actions 

are taken the penalties to be paid in the next vr~r for these unsound 

policies will be very gre~t indeed. 

It will be interesting, I think, to discuss the clarifying 

processes which have resulted in the present clear-cut delineation in 

the division of responsibilities between the General Staff and the 

Office of The Assistant Secretary of War. To begin with, Section 5 

and Section 5a of the National Defense Act are in themselves contra- 
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dictory, as Section 5 places upon the War Department General Staff 

the mandate to prepare plans for national defense * * * * * and for 

the mobilization of the mar~ood of the nation and its material re- 

sources in an emergency. Section 5a places on The Assistant Sec:retary 

the responsibility, rudder the direction of the Secretary of War, of 

supervising the procurement of all military supplies and other busi- 

ness of the War Department pert~:~ining thereto, and the assurance of 

adequate provision of mobilization of ~,~eriel and industrial organi- 

zations essential] to war-time needs. Upon the recommendations of the 

Harbord Board, the Sec~'etmry of War, on September 6, 192]_, cl~rified 

this overlapping by assigning the entire ress, onsibility in com~ection 

with the mobilization of r~z~teriel resources to The Assist~nt Secretary 

of War. 

When Section 5a had b~en studied and the responsibility of 

The Asslst~nt Secretary of War cl~rified, there arose the question as 

to how this new responsibility of The Assistant Secretary oi War should 

be administered. Under the Wilson Ad~inistration The Assistant Secre- 

tary of War considered using the General Staff to carry out this legis- 

lative mm~date for him and reqmested the Supply Division of the General 

Staff to assign a sufficient nr~nber of General Staff officers to this 

industrial planning work. The activity of industrial pla~m~ing was 

therefore initiated by The Ass'Lstant Secretary of War, using the General 

Staff as his agency. In 1921, after the inauguration of President 

Harding, the new Assistant Secretary of V, rar decided to establish his own 

industrial plar~iing organization and carry out his responsibilities 
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direct with the supply branches rather than through the agency of the 

General Staff. It was this decision which resulted in the establish- 

ment of the Planning Branch, which today is the agency of The Assistant 

Secretary of War to carry on this work of industrial plar~uing. 

It was at this stage that the four officers who had just been 

grad~ted from the War Colle~e were assigned to the duty, and told to 

initiate the work. Questions arose in their minds of the following 

character: Who should be responsible for the computation of require- 

ments? Who should be responsible for decisions concerni~ the war 

reserve of arms, anm1~mition, and equipment? Who should be responsible 

for research, development and standardization of tjpes? Who should be 

responsible for the preparation and clearance of specifications? How 

should manufacturing facilities be allocated? Who should be responsible 

for storage and issue of m~mitions? Who should be resporLsible for con- 

struction activities? What relations would industrial planning have 

to budget making? How should plarnling for promn'ement and industrial 

mobi lizat ion proceed? 

In the beginning the views of the sm~ll group of officers in 

the Pla~ming Branch were quite divergent, ranging from the position 

that the Planning Br.~nch should have jurisdiction over all the above 

questions, receiving frc~ the Cener,ll Staff the military objective, 

to the other extreme ti~tt the Pls~ling Branch should have j~trisdiction 

over none, but simply would be a procuring agency to carry out the di- 

rectives issued by the General Staff. The final decision was a middle- 

of-the-road decision and one that I consider to be sound. These matters 

were clarified one by one and after much discussion and deliberation. 
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Requirements. The Ger:eral Staff prescribes the method of com- 

puting supply requirements, prc~scribes "~-~stage and replacement factors 

and the time elements involved in supplying troops. The General Staff 

approves organization tables, equipment tables and allegiance tables. 

The supply branches, under the directives of the General Staff, compute 

the supply require~ents v~hich are submitted to the General Staff and 

are approved in the name of the Secretary of War. A copy of these 

supply requirements is furnished The Assistant Secretary of Wal ~. The 

supp y branches then, acting rudder The Assistant Secret.~.ry of War, con- 

vert these supply requirements into procurement requirements, taking 

into account the exist" " r ins war ~serves and the time fs~ctors necessary 

to transport the completed articles from the factory to the supply 

channels of the Army. Thus the supply requirements are computed under 

the direction of the General Staff~ the procurement requiren~ents under 

the direction of The Assistant Secretary of War. 

Specifications. In the original conception of this office, 

it had nothing to do ~:~ith specifications. It ~w~s not until 19~6 that 

this office had any responsibility in this connection. At th~.t time a 

study was ~de and, a reco~mended procedure was submitted, ~:~hich was 

afterward approved. This decision resulted in the present situation 

v~ith reference to spec_ilca~lon..~, ,-~s fol!ov~s,--the Gene ,~-~'I Staff is 

charged with the responsibility of approving the military charc.cter- 

istics of the item desired. The supply branches develop the item 

which is then service tested by the using arm. Vghen the usir~T A~'m's 

decision with reference to the item is favorable, the chief of the 



supply branch recommends standardization of the item and this stan(!ard- 

ization is a responsibility of the General Staff. After standardization, 

the supply branches, under the direction of The Assistant Secretary of 

War, prepare the necessary specifications, which after cor.~pletion are 

cleared for procurement by the Office of The Assistant Secretarlr of 

War. The responsibility of Tile Assistant Secretary of W~r in cormection 

with specifications is therefore (1) to clear them for procurement, 

being assured that the specification submitted is of such a character 

as to permit mass production of the item and [2) to see that specifi- 

cations are prepared. 

War Reserves. The establishing, safeg~larding and maintaining 

of war reserves are responsibilities of the General Staff. The Assist- 

ant Secret~ry of Wa. ', however, is dRepl'., ~ concerned in war reserves,- as 

such reserves must bridge over the period from the declaration of war 

until new production overtakes consumption. 

Con~noditics a~d Raw " ' - -  - J~terials From the first inception of 

industrial plam~ing these n~u-i:erials have been considered wholly and 

unrestrictedly a responsibili~ oy of The Assistant Secretary of %~/ar. 

Storage and Ismao. S-@ply of troops is a responsibility of 

the General. Staff. Therefore, storage and issue come under that organi- 

zation. The responsibility of The Assistant Secretary/ of V/ar for com- 

pleted material ends ~:.~en proau~ion has been completed and the supplies 

are transferred from the factory to the storage syster~i of the Arm%-. 

Construction. This is still a confused matter due to lack 

of clarity in various regalaLions relating to construction. Steps have 
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been taken to attempt to clsa'ify these regulations so that planning 

for constl'uction and construction n~terials nay proceed intelligently 

v~ith definiteness. The General Staff is responsible for supervision 

of command construction. The Assistant Secretary of War is ch~rged 

with the supervision of construction needed for procurement ~c%ivities. 

The Corps Area Co~nander, under present reg~l~tions, is charged with 

actual construction for needs of troops mobilized in his corps are~. 

The Quartermaster General is cho~ged ~ith all other construction. An 

examination of these statements will sho~1 the confused ~ituation. In 

~ddition, The Assistant Secret~ry of Wo.r is charged with the supervision 

"T of the procurement of all ~r Depc~rtment construction n~.terials. 

t" of The Assist~nt S6cretc.ry Budget. There is ~. represen~lw ~,' 

of War on the Budget Advisory Committee to prcscnt to tk~t body inform- 

ation c~nd advice relo.t Lug to the procurement functions of the ~s.r Depe~rt- 

ment which have to do ~vith ~cquisition of v~tr r~tericolS. 

War Profits and Industrial Control. The questions of profit 

in ~var and control of industry have been live ones si~ce 1919. The 

American Legion h~s long supported the univers~l control and use of 

Americ~n resources as v~ell ~.s ~t~erican n~tn power. The ~c~r Department 

has been sympathetic to c~ny steps which might prevent undue profits ~ud 

which would insure a fair profit provided t~t such steps were not of 

charc.cter that would hamper or @.estroy the industric.1 effort in w~.r. 

In 1932 the War Policies Co:~m~ission, which h~d bcen created by an Act 

of Congress e.nd which ~v~s composed of Co.binet Officers, Send, tots and 

Congressmen, submitted its fino.1 reports. These reports ~ere b~sed on 
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long and searching hearings in which every one having any vie~s con- 

cerning profit in war and control of industry was allowed to ~ppear 

and to have his say. The published hearings before the %~'ar Policies 

Commission contain a foundation of well-considered thought concerning 

industrial planning. The present Industrial ~obiliz~tion Plan, Re- 

vised 1936, approved by the Secret~ry of War and by the Secretary of 

the Navy, embody the necessary organizations, working principles, and 

control measures that would be needed in war to insure the industrial 

resources of this comltry being e~uployed in full support of the mili- 

tary effort. 

There has been a g~'adual gro~vth in industrial plarming but 

time does not permit its del" ~ ine,:~ion in thls ps.per. One point is 

worth emphasizing, hovJever. In developing the fm~ctions cald o~-guni- 

z~tions of the Plam'~ing Branch the origirm.l group quite properly and 

quite clearly understood tl~t the supply branches actu~!ly dici the 

procuring and tkuzt the role of the Pl~nnlng - ~ Br~ncn and of The Assistant 

Secretary of War was one of supervision and help and not one of oper- 

ation. Therefore, the reco~'.endations ~' ~ of the supply br~.nch chiefs 

were invited as to the organization and agu~inistrative met!-ods to be 

used by the Plarming Branch. These recor~mendations were submitted s~nd 

were very helpful. ]{~ny of the reco~mendations of the supplj~ chiefs 

were adopted and the present or~.nization reflects to a large degree 

what the supply branches feel such an organization should be. 

On the ~,~ll behind me is the present org~.nization of the 

Planning Branch. The wc.r organizat ion for the Director of Procurement 
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is pro.ctically identical with this chart. Since each of the divisions 

in the Plt~.>x~ing Br~:nch will lc~ter be the subject of a det~iled dis- 

cussion by its chief, I sl~ll not go into any further dots.ils concern- 

ing this orgn~zizmtion. 

P)~RT II 

The Problems of the Plmrn~in/~Br~nch 

The Planning Branch hc~ving been established by The Assists~It 

Secretary of War as his agency to plan his super:vision of UT~r Depart- 

ment procurement in v~r and to plan for the in&ustrial mobilization 

much thought iuzs been ~nd is con- necessary to meet v~.-time needs, 

tinually beln~" ~, given to what this Pla~m~ng~ ~ " Branch should do~ how it 

should conduct itself to aischarge "to The Assistant Secret~tr¥ of ~Jar 

the responsibilities he h~s placed upon it. 

Coordination with the NavL~. N~turally, one of +i~e first 
• ., ,, , 

thoughts to occur is that the War Department is only one of the mili- 

tary arms; the Navy Department is of equal import~.nce in the military 

effoi~t. Therefore, holy can coopel~tion and teamwork be sectu'ed between 

the Army ~nd Navy in this important matter of industrial ple.nning? The 

creation of the Army and Navy ~?tulitions Board is the ans~,:;er to this 

question. This body is n coordinc:ting ~d~e~cy of the Uo.r an<[ Navy 

departments for industrial c.n¢! procurement planning. %q~ile the course 

of the Army and Navy i~fu~litions Board from its conception some 15 years 

ago Im.s been v~ried and hectic, suffice it to s~.y ti~t at the pi.esent 

time the Arr~ly and No.vy L%n~itions Boc.rd is ~ virile or~nl~tion, c.lert 
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to and conscious of its responsibility and desirous of effecting real 

progress in the work assigned to it. The association of Na~:, I~rine 

Corps and Army officers in the Army Industrial College Ires bee~ one 

of the most influencing factors in the present good relations and good 

understanding between Army and Navy representa~ives on the Executive 

Committee of the Army and Navy ~huqitions Board and all of its suBordi- 

nate committees. The present Industrial Mobilization Plan, is an out- 

standing accomplishment upon the part of the Army and Navy ~[unitions 

Board. 

Allocation of }i%nufacturing Facilities. In the earlier 

days of the Planning Branch the supply arms ~id services were much 

confused as to requirements, but had, from their war experience, a 

good working knowledge of the capacity of ~nerican industry to produce. 

The supply branches began early to request allocation of facilities 

for the production o f  the materials under their jurisdiction. This 

allocation proceeded rather blindly, in my opinion, many supply branches 

requesting facilities that ~ ~ ' " ' they considered to be useful, but to wi%icn 

they had no deffl~ite task to ~llot. There b.s been in the l~st few 

ye~.rs a reduction in the number of facilities ~llocated but this re- 

duction has come about through a better underst~nding of the problem and 

a clearer conception of the uses to which the allocated f:'.ci]ities would 

be put. At the present time, :~.Ithough the number of allocated facili- 

ties is less than at a~% ~ time since the pcak in 1920, the understr~nding 

of the problem is far clearer and allocation me~ns much more novr than 

ever before. Allocation deals primarily with the division of c~pacity 
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and the assignment of productive facilities to the supply branches 

of the Army and to the Navy to meet their needs. I~Iore specifically, 

and as now generally used, allocation means the definite assignment 

of a facility, in whole or in part, to a procurement agency for its 

use in peace-time planning and war-time procure~ent. Capacity once 

allocated is not open to other ~gencies except upon approval of this 

office. 

Up to the last t~mee or four years the Navy did not ps, rtici- 
• J 

p~te actively in securing allocation of facilities, while on the other 

h~nd the ~ Army was very active, the result being tb~.t the Army had some 

12,000 plants allocated to it and the ]{~vy some 300. The Ar~y and 

Navy ~kuuitions Bo~rd is now ~'.ctively engzged in rearranging allocations 

so that the N~vy has its share and the Army has its shL~re. While the 

conclusion of this work will take some yer~rs, the g~iding principles 

~re being estc~blished, the objective is being clearly defined, working 

arrangements are being clarified and real progress 9~s been made. An 

important step has recently been in~ugttrated with reference to ~llo- 

cation of facilities which is resulting in the load to be pl~ced on 

each fc.cility being me.de of record, not only to show the item to be 

produced, but ~lso to indicate the percents, ge of the cc.p~city absorbed 

thereby. 

Specific~tio~_s. We h~ve been troubled in the Planning Brsnch 

over the st~ndaraiz~tion ~.nd specific~tion s ituL~tion. The Assistant 

st~.nd~rdlz~tion of equipment Secretary of War is not c~rged with the ~ ~ " '~ 

but he is vitally interested in this matter, since equipment must be 
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standardized before specifications can be prepared, and The Assistant 

Secretary o£ War is directly responsible that specifications are pre- 

pared and that they be of a character that will permit mass procurement 

in war. It is easy to understand why standardization is delayed, but 

the harmful effects of this delay are not lessened by an understanding 

of its reasons. The supply arms and services develop and produce an 

improved type of equipment. The using arms give this equipment service 

tests. The Infantry, Cavalry, Artillery ~nd other technical boards of 

the using arms e~mine this equipment thoroughly and in n~ny cases have 

suggestions as to its improvement. The supply arm then has to recast 

its development and again submit the item to the using arm. Again 

suggestions may be made for improvement. These activities may take 

years. It is human nature to see something just a little better just 

around the corner and to desire to delay standardization until this 

improvement is secured. However meritorious perfection may be, it is 

never arrived at, and in the meantime the very necessary element of 

W~r Department procurement (tI~.t is specifications) is not aw~ilable. 

Two years ago, upon initiation of the supply branches "~ud of the Office 

of The Assistant Secretary of War, new paragraphs were added to Army 

Regulations 850-25, which permit procurement to be in~ugur~tea on 

promising desi~s before final standardization of equipment. 

The change is of far-reaching importance. First; it empha- 

sizes the necessity of early standardization from a procurement plan- 

ning angle. Second, it states that The Assistant Secretary of V/ar may, 

when standardization is long delayed, authorize, upon request, a supply 
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branch to inaugurate procurement planr~ing for the equipment which 

looks most f~vorable at the time ~.nd that under such conditions The 

Adjutant Gener~l will furnish ~ tentative b~sis of issue in order that 

procurement planning n~y be initiated. It is believed t~L~t this quite 

importo.nt matter of st~ndardizr~tion ~nd specifications is now receiv- 

ing an increased amount of ~ttention ~.nd that ~. m~rked improvement in 

the situ~tion is being ~chieved. 

Commodities and Raw T_~terials. The question of con~nodities 

and rav~ materials is one to which early atte1~tion was given in the 

PlaJ~uing Branch and a ver~ ~ credit~ble state of affairs exists as to 

knowledge on this important s~oject. The United States is very fortu- 

nately placed among world po~rers as to nL~tional resources of necessary 

raw materials. The United States is probably the most fortunately 

sit uate~ of any nation in this regard. Still there are mars ~ a~d ~uite 

important ra'¢~ materials in ~hich the,-e would be anacute shortage in 

~ar, These will be discussed later in detail by the Chief of the 

Commodities Division. I shall only mention that among these so-called 

strategic materials are m~_.g~.nese, nickel, tin, chromimn and ma~F 

others without which modern war could not be ~:/~ged. 

}~luch of the i'i~tJmg today it, the world is to gain adequate 

raw n~terials. The various pe~ce societies in this country o~.d maa~y 

others h~ve br~nded ~he mtu~itio~s :]mnufacturers ns the vill~,ins who 

cause ~,ar. While this vie~ may have some merit, it w~.s ~-id~ly c.c- 

cepted r.s being the real objectionr.ble ~ctivity in co~mcction with 

the n~teri~.ls of w~r, The ~ ~ ~ ,'~ ~.vur~og~ man on the street did not consider 



that coal, petroleum products, steel, copper, foodstuffs, and other 

every-day products of ~ industry were munitions of war. It is rs.ther 

interesting to remember that ~[ussolini in Italy accepted with corn- 

pa r r ,  t i r e  e q u a n i m i t y  t h e  s a n c t i o n s  o f  t h e  L e a g a e  o± ' N a t i o n s  a n d  t h e  

embargo of this country with reference to the so-called m~nitions 

proper, but the moment th~t the petroleum supply for Italy was 

threatened, ~Jhssolini threatened war. In other ~=~ords, petrole~un was 

more important to him than anything else in his war activities. 

Another rather interesting ~ " ~ tnln~ might be discussed and that is this 

new thought of sanctions and e~oargoes. This is something new in the 

world and I should only say that in my opinion it m~y be a two-edged 

weap o n. %~e may some day have the other edge turned against us. 

Construction. The clarification of *~he construction and 

the construction materials problem is especially desirable. Due to 

the very immensity of this problem it has been very difficult to 

effectively grasp. The existing confusion of regulations pertairing 

to construction and responsibility therefor has contributed to the 

present unsatisfactory situation. We ~re taking as positive steps 

as we can to clarify this condition. This will be discussed later by 

the Chief of the Construction Division in &ll its details. 
i 

Procurement Pla~Is. One of the main objectives of procure- 

ment planning in time of p~.ce for procurement in war is the prepa- 

ration of reasorL%ble and workable procurement pl~ons. The preparation 

of these plans is quite properly • ftulction of the supply branches and 

the plans should be prepared from the viewpoint that the supply branches 
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are to operate them in war. The plans therefore should be prepared in 

such a way as to be most helpful to the supply branches in this opera- 

tion. The principal conclusion to be drav~n from a procurement pl~1 is 

whether or not the requirements of the military effort for production 

can be met. In many cases they cannot be met. The question then 

arises as to how the General Staff should be informed of this situation. 

This has been solved by presenting to the s~aff periodic studies to 

show procurement possibilities to the needs of the man power program. 

It is then up to the Ph~n~Ling Branch and the General Staff to take 

such remedial action e.s ms:y be possible to improve the c-nditions. 

The recent revision of the ]~/cr Department mum power mobilization plsn 

is noteworthy in this ef1"ort. In con~::idsring procurement plans it 

should be borne in mind tbmt in war much of the con~petitive bidding 

required under Section 5709 of the Revised Statutes for peace-time 

procurement will be discarded and that war-time procurement will be 

based to a large extent on an allocation of facilities to the "~ork and 

the prices paid will be arrived at by informal bids, negotiation and 

agreement. Competitive bidding in waz for ~terials in which there is 

a shortage invariWoly results in cot fusion and the competitive dez~nd 

results in rising prices. 

C ontractu~l Proced~re • Dttring the World War, due to need t~r 

haste, lack of specifications, lack of definite requirements, and be- 

cause of the nonco.,~zlercial character of many items, the practice grew 

up of awarding the co-called Cost Plus Contract. The profit in this 

contract increased with the amount of money spent by the contractor. 
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Grave abuses developed with this type of contract and it quite properly 

became much disfavored. To assist in the solution of this problem in 

preparation for a future emergency, a War Department Contract Bo~:rd 

w&s created some 12 ye~-rs ago. This Board, with the objective in mind 

of preventing inordinate profits v~hile at the sc~me time insurin~i: fair 

returns to the contractor, ~s been giving conside~'ation to the develop- 

ment of standard contr~<ct forms to cover production not only of com- 

mercial and non-conz~ercial items of munitions, but also of construction 

activities. This is not an easy ~uudert~.king, but co~end~.ble progress 

has been made. The importance of sound contr~'~ctual procedure cannot 

be over emphasized. This u~ill be explained fully later in the yec.r by 

Major Fenn. 

Price Control. Closely allied with the contr~.ct activities 

are those relenting to price control. This is a subject of grc t 

nation~%l application and gree~t national importance. All ~re agreed 

that price control in ~ar will be necessary in some form or other. 

Some advocates of price control believe tim t a ceiling should be 

placed over all prices and tl~%t :i~rices should not oe permitte~l to ex- 

'~ they might ceed those covered by the ceiling. On the ethel ~ n~:nd, 

fluctuate do~n if econo~ic conditions cause this action. Other people 

believe that price control should be exercised through progressive 

steps as necessity therefor arises. For exam4Jle, the price of basic 

racy materials might be fixed first, and later on other steps of similar 

nature might widen the price control structure. The W;~r and N:~vy de- 

partments in the Industrial i~obilization Plan have provided i or 
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flexibility so either method ~ be used, as determined at the time AAA~j • 

The important thing in this connection is that the Government sho~Lld 

have authority to exercise control over prices in war. Such authority 

is contained in present bills which are now pending before Congress. 

~nd~.s- Labor. The problem concerning labor with reference to " -I' 

trial planning is the assurance that industry will not be seriously 

crippled by pulling away its skilled labor for the military draft and 

at the same time to make sure t!~t such deferments are not used to 

evade a proper selective service assigmment; f~ther, that an ample 

supply of labor sh~ll be available, and that l~oor shall receive a 

square deal along with industry. In consideration of labor in war, 

contact is made with the Labor Department and with other labor agencies 

with a view to understanding the psychology of the sit~ztion and at the 

same time receive experienced advice as to how this very important 

problem should be handled. Three years ~go the Labor A~mex to the 

Industrial Mobilization P2an ~r~!~ the Labor A~nex to the Unit Plan of 

the Army and Navy ~unitions Board were revised and extended. They 

o.re now again tu%der revision• In connection with labor r~%tters, good 

judgment and common sense are especially necessary. 

Tr~nsport~.tlon. Transportatim~ is one of the fundrmlentals 

of l~%tionc~l life. The avail~ble trans±:ortation facilities should be 

sufficient if used in ~n orderly fashion. To secure the required 

coordination of transportation a supers.gency control will be necessary. 

The railroad c, ssociations cl~.im th~.t they will be able to direct the 

transportation flow ~nd yet not overload the tr~nsportation system. 
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This n~.y be true, but at the same time there should be a goverimaent 

controlling c.gency which should outline the tr~aasportation objectives 

and give necessary priority decisions in its direction, and be re~.dy 

to step in and coordinate the carriers should necessity ~rise. " 

povler and ~ol. During the last war there was a shortage of 

both power and fuel. },k~4y elements contributed to this, even includ- 

ing weather. It is believed that the i~o~-~er and fuel resources of this 

country are now much more highly developed th~n they were in the World 

War, but tl~.t central control will be necessary to establish the pri- 

ority of needs and the distribution of' load so as not to locally ex- 

hnust or overburden the pov~r ~.nd fuel resources. The problem here, 

as I understand it is to establish ~ central body with control po~,-sers, 

constantly observing the growing lo~.d of power and fuel c.nd to take 

remedial action to correct inequz~lities of load. In the pov~er field 

interconnecting systems will be of much assistance in reinforcing 

overloaded areas. 

War Trade. War trade is a ver~ iron,errant activity whose 

objective should be to secure for ourselves trade advantages and ample 

raw materials and to deny these things to the e;~emy. War trade in- 

evitably brings in a consideration of the strate~j of raw materials, 

a subject that has not been given the study in this country that it 

deserves. The State Department, the Conz]erce Department, the Treasury 

Department and the War and Navy Departments should give more consider- 

ation to this very important subject. Not a great deal has been done 

so far except in the gathering together of factual data to sho~v ~:/orld 
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sources of n~terials and world trade routes of co.~m~.erce. These are 

the basic data necessary for a plan in com%ection with war trade to 

develop the strategy of raw materials. 

War Finance. It is necessary in war time to 1~ke available 

to industry funds with which to oper:~te where the task is 1c~rge ~nd the 

time of completion long. Through ~r~r finance org~nizations government 

money is m~.de avai]~'~ble in adw.nce pa3T;.ents, or in advance credits. 

The problem hero is to b~.ve a sound plan which is fin~%cially ~ork~ble 

and which ~,ill be aw.il~ble to ~ssist war production, but ~hich ~st be 

s~.fegu~rded ago.inst improper use. 

Perso~mnel. Every authority s.sserts that no matter how good 

the organization of an tu~de;~to.king rm~y be it mc.y be ~. fo.ilure unless 

good 9ersom%el is ~vc.ilc.ble c;nd t~.t often with a peer organization 

good personnel will still make the tu~derto.king successful. We he.re n 

number of Reserve Officers assigned to the PIc.rming Brc.nch cad they 

receive periodic active duty training. A number of Reserve Officers 

from the supply br&nches have likewise been trained in the Office of 

The Assist~%nt Secreto.ry of War. Every graduate of the Army Industri~l 

College h%s been trained for duty in industrial work in war. These 

graduates now number somewhere between four and five hundred. A 

number of officers b='~vc served in the Pl~nming Branch. These sources 

of personnel must be reinforced in time of vm~r by cc.refully selected 

civilians whose specialty will fit lute the work pls.nned for. With 

reference to the superagency, War Resources Adninistrs.tion, it is the 

feeling of the Pl&~nning Br~,.nch that this organization should be 
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controlled by civilians. At the same time, it is proposed to trans- 

plant to that organization a nucleus or a seasoning of Army and Navy 

personnel to assist in irm.ugurating the industrial control activities. 

Legislative Powers for Industrial Control. First, there are 

the undefined but wide powers of the Government and of the President 

as Conm~nder-in-Chief of the ~iilitary Forces in War. Second, there 

is Section 120 of the National Defense Act, now on the Statute Books. 

This Section gives to the Ad~ninistration very drastic but limited 

powers. Third, the legislative authority considered necessary by the 

Army and Navy for industrial control in v~r is contained in bills now 

This subject will be further discussed later in pending in Congress. 

the year. 

Principles Governin~ Industrial Plo~<u!ing to Meet War Ne~ds. 

I, The W~.r Department is convinced that in the event of war 

it must depend upon Americo~n Industry to produce the major portion of 

the munitions required. 

2. The V~ar Department is planning for and expects the fullest 

cooperation on the part of Industry in this effort. 

3. The War Department is planning for and expects the fullest 

cooperation on the part of Labor in this effort. 

4. The War Department in its plans contemplates fair but not 

excessive profits for Industry. 

5. The War Department is planning, to eliminate ]mdesirable 

competition on the p~rt of Government agencies for many products of 

industry. These prod~,~ts will be apportioned to the various Government 

needs by a system of allocation. 
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6. The War Department must be prepared to present clearly 

its side of the procurement picture, that is,--what do we w~jnt (speci- 

fications); how much do we want (requirements l; when do we want it 

(rate of delivery); and business relations with industry (contract 

forms). 

7. The War Department believes in the principle of educa- 

tional orders in time of peace, on the theory that an industry having 

once produced munitions is better qualii~ied thereafter to produce 

munitions in war. 

8. The War Department believes that in peace an appreciable 

portion of munitions manuf~cture should be accomplished by civilian 

industry. 

9. The War Department is plamnimg to receive from Congress 

necessary legal authority to impose where desirable the following 

industrial controls: 

_a. Price fixing. 

b. Priorities. 

c. Compulsory orders. 

d. Commandeering of ~nterials and plants. 

e. Licensing. 

f. Apportioning commodities and raw n~terials. 

It is essenti~l that the power to exercise these controls be available. 

It does not necessarily follow theft all these controls will be imposed. 

10. In order to marshe~ll all the 1~tional rcsources in support 

of the military effort, plans must call for the creation of certain 
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national superagencies which ~;ili  ac t  d i r e c t l y  under the P re s iden t .  

An example of this type of superagency control m~y be cited in the 

War Industries Board of the World War. 

ll. In industrial plarming the needs of the civilian popu- 

lation must receive due consideration. 

12. The plans for industrial mobi!izmtion nmst be so fornr,1- 

lated as to reduce to a minimumthe disturbance in the normal economic 

I i fe o f the country. The production lo~td must be equitably distributed. 

13. In order tl~t industrial pla~ming for c. v~.r effort may be 

effective, it is m~%ndatory theft the War and Navy departments participate 

jointly in the work, c.nd that their c.ctivities be coordin~ted. 

In conclusion, I should like to state that in the sixteen 

years during which the Pl~nnh~g Branch has been in existence the pattern 

has been established and much has been accomplished. Although much re- 

mains to be done, we have every reason to belicve that we ~re proce~ding 

in the right direction, and theft the organization will have justified 

its existence in assuring more orderly and prompt procurement of sup- 

plies should this country ever be so unforttuuate as to be involved in 

another w~r. 
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