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THE ALLOC,TION SYSTEM

SECTION I — INTRODUCTION /ND WORLD WAR EXPERIENCE

1, Introduction. This morning we are to discuss the
$1locetion System. It 15 gretifying to note the intercst
whicn this cless hes teken in the subject, ond I em gled that
in gencrel your committecs epprove vhet we ore doing. You
w1ll recell the thorough mcrmner in which your committec on
#The Industriel Ver Lo d “nd [1llocrtions' covered the ground,
I hope thet what I shell scy now will ~dd o few points thet
perheps your Committece did not lheve time to cover. For
further deteils I refer to your Committee!s Report on Problem
Noe ©, 1 «L,C., Fcbrucry 2, 1938, ¢nd to my mimcogrephed
lecture which, I believe, hes been distributed.

The subgect, e2s we alreedy know, 1s complex —
complex in thet 1t hes so meny remificetions, yet in principle
cellocetion 1s simple. The term s generelly understood means
the essignment of o frcility in wnole or in pert to a procure-
ment agency for 1ts use in pecce-time pl-nning end wer—tine
procurem:ant. Plecse note 1in this connection thet a facility
1s 2 fectory, plent, or socurce of meterial with 1ts perteining
orgenizetion end equipment.

The system ~s you know heads up in the rmy and
I'ovy Munitions Boerd, end covers both /rmy -nd Nevy. In
fact, 1t goes beyond the services in thet 1t considers
civilien needs. For the guiding pranciplesond their cuthority
for ellocetion, reference 1s mede to the Industriel Mobilizection
Plen, 1936, It 1s with the proportional division of industrisl
resources between the frmy -nd Nevy nd with the cssignment
of aefinite fecilaities to an euthorized procurement .gency to
meet 1ts necds thot alloe~taon 1s prim-rily concerned.

Thet alloc-tion 1s fund-mentel in the framework on

which 211 our procurcement pl-ns ere built i1s now well recognizeds
®c do not pretend th-t 1t 1s o cure—cll. It doubtless has meny
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imrerfections, to oome o»f whaich I shall refer lever, or to
whicn yod will ecll ~ttantion 1f I should fcrget, Lot us
ne exr decaive curoelves into thinking thet we will ever
have p.rfect system or th-t we sholl ever get to that

st ge 1n plenmirg where o1l we need to do 1s to press a
button in the evering ona oroduction will be running
smccthrly Ly morning, I «scurc you thet if M-D-y ever comes,
end 1t m y be nec.er nov thet we rerlize, there will still
be & y1 vaum on sood Julerent nd hord werk. Eut with any
whckrose ot w0y heve, I ém convinecd thet the systen is

g% ind ~na rorkeble, turthernore, thot 1t 1s ~bsolutcly
1wispenseole te the tamely ~na ords rly procuicment of
Adegurte muniticras An wo T,

Ir view of wh t you beve lrcedy covercd in your
coursc, I stell corfirz my rem-rke meainly to the syctem
o Jdrinictbog d through the alloe-ticn Davisicn of lhe
Flonrang Br~#iche  PFurthcrmorc, chis Div.sion hes becn
¢t "rged by otk Maritions Bo-rd wath the r sponsibility fer
m mb.ncre. of the allocation records,

Rro~aly speeking, tuc activities of thse Division
cov ro th follciing

wurv y ol Priduction Frcilities.
¥ teh ¢ preatues. to Reguairor.onts
Distribut> Industricl Lo~d,
W.antcin rd Publish Dircctories.,

oo forje

-

These responsikailities tonch procticelly <vary
pr-s. of precurement plonning, Our work lrings us into closc
rontc ot v itk the Manit.ens Boord, with the Nevy, ond wita ¢11
the othwr davisiors of the Plennirg Rrerch, Of neccs aty,
our 2etivitices cornot he ana  ctor faght comprrtment,

2 World® ~r E.perience, !

2. Corfu zon ™~ to Compztiticn. To find the
»co30r for n clioe tior system ve ac.d only to glcnece ot
dorld -1 xp ri rc . Thot cxpori.nc. vas h~d mere then
ninete.n yoors -0, yob 1t rumoins o wost valuable 1l.sson
iron which to buse Ilutuare policies, = post mortem in the

2
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light of th.t experience discloses meny things th-t could
h~ve been done before the storm broxe out ain 1917 whach
would heove casca the stress on the economic structure. It
also shows how things shoula not be done in o future
cmergoneys. This 1s ospociolly truc an respect to the
distribution of the industricl loerd.

You er. 2ll fomili~r with the corfusion c-us.d by
the extreme compoetition between procuring ogencics for
preferentiel trectrent ~t the hends of ¢ fuw preferred
sources, M -nuf-ctur rs, under e cross—fire of conflicting
demonds, ottempted to plessce too mony procuring aguencics,
at nomc .nd obroad, .nd boceme  hopelessly overlocded.
Promises werce given which were impossible of fulfillment,
Scme of the prime controctors sublet the mejor portion of
tneir contr-cts, In re-lity they bocame » secondcry lanc
of goviernmentel procuring ~gencies, extending the confusion,
thet v o8 the result®

) Deley ~nd loss of v-lucble tinc

) Overlo~ds on certein e¢r ~s while ceprcity
remeined unuscd clsewhere,

) Unnecessery cong.stion 1n treffic.

g Unduc costs, higner prices, excorbit-nt profits.

)

Fav b

(
(

Promiscs 1upossible of fulfillirment.
Gre~t confusion.

Ul W

(
(
(
(

be Clecrance of Orders. It wes in the tuiroil of
this confusion thet the gerr of 1locetion originetcd. E-rly
in 1917, the Genercl Munitions Borrd in -n effort to rclicve
the situntion esteblished the Cle r nece Cormittce. (5 ¢
fin 1 r port of the Chrairmen of the +or Incustrices Boord
te the Prosident of the Unmited Stctes, Febru ry 1919, pp.
12-1%, TU.S. Gevbe Prainting 0ffice, Veshingbon, 1935), Itcrs
in Jhich thore wers knovn shortoges were cle~red prior to
purchese, Loter the regquirvenunt of clouerence was bre deoned to
include ¢11 oracrs vhich involved productrion in congested
creas eond 21l orders neeessaitebing new construction,

This method, however, wes only ~n c¢xpedient pending
the ercation of more cffective mechenism. Cther .gcncies
¢ rc 1nto being. By July 191€, the Comrodity Scetion of the
B
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Ronrd for cleorance, the nature of which deponded upon the
1m odicte saitu~tion in the corwodity in gquesticn,.

slBggether there were som: 29,000 cle. rances, 80% of
which werce for the Department, 15% for the Nevy, cnd 5% for
all other ~gunciesa

Ce Anelysis. This method of clesrence wes ~pplicd to
~rcéers as sach, not te freilaities. For the averege order
neithor thc rrocuring agency nor tho supervisery .gency knew
vh t productive c.pocity we~ ovairleble, Time dad nct permit
the enllectaicn of detciled inforroticn fror aindustry. Che

f the greot hondaceps referred te in the Fanal Report of
the  »r Industries Boerd was the leck of curplete and
flexible st taistacs of the menufoctaring resources of the
nti n, T2 r.ct that deficienecy, & focilities davision

~s erceted o obtoin o working inventory of cvailable

f erlitics, The results of 1ts effcrts, however, were not
sctisfretery ~nd pointed cleerly te the fect th-t such deta
rucst be ocllceted ond crrefully nn~lyzed in pecce tire in
order th t they mey be swoac effectave upen industrial rebili-
Zot1on,.

In def~ult of det 1led anformction on facilities,
cl.sr-ne s were necessarily brocd. At best they mercly
r.duc d in scwre necsare the arees of conflict. It 1s to be
roorpered olso thet clesrance by crders neturelly forced
the ~ rdineting egency antce deteils which could have been
b ndlcd 1 re pr¢pcrly by operoting personncl,

SECTION IT ~ INITI TICh OF # NEU SYSTED

le Anclysis of the Froblam. Neturelly these in
cutl rity gust ¢ fter the World Ww-r £ 1t thet the systen
wrich bod bocn used wos reot eltogether efficaicnt,
C nscquently, one of the first problems to which the har
Depe rtiient eddressed 1tsclf vas the fermuletai-n 2f ¢ scheme
f r ~ssu"ing ~degaate prevision fer future crergency needs
thrcugsh o . systen ~f centrelized supervision diveorced fro.
deteiled  perotacns, It wes felt also, with due regerd for
stretegie corsidereticns, thet the procuring -goncies
st uld spre~d the loed cvenly .ver industry. This nct cnly
we 114 tend to obvaiate undesirable competitien but would

P -
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reduce the westages due t. 1dle c-pecity cnd would ritigate
s.me c¢f the %ffects of the usuel rost wer slunpse. esscciated
with the dosire to spr.cd the losd wes the gensral aim cof

s¢ febuarding the essential needs of the civilian popul-tion

end industry ct lerge ~nd of prcviding resiliency for the shock
of ony unforcoscen contingencics,

It wos in the light of thest facts crphasized in the

. herd schc 1l ¢f wer, th~t Section 5a cf the Neti nal Defense
fct came into being. Under thet mendete, the attack on the
"what, where, and h.w® wnas i1neugureteds. It 1s the "wheret
with which allce ti n pramerily is cencerned, for ellccaticn
~nsvwers thot questi-ne This quisticn of vhere tc get the
1tems 1in the time and quantatics required involves two mein
censiderations 1y It 18 necessery to determine the capacity
¢ f industry » of specafic fieilaties evealeble -nd suiteble
te perform the reguired producticn, &, This cepacity must
be ~p.crtioned cquitebly -mong th. rrocuring agencies, including
the Navy., If trer. i1s not encagh existing cepeocity ~ plents
in bcang —~ suiteble for the rurposc ti reet oll ecsential needs,
then pl-ns must be wade for cxpansicn or for new ccnstiucticn,.

On the -ne hand cre the ne.ds of the vericus services -
the job, 1f you please, n the (ther hend, the industri~l rescurces
cr frealaties — the means to do the jebe Thrcugh the allocation
system requirements rc ticd tu resources in on atteupt to
securc ¢ balance for those i1tems which present s.ricus problems in
prceurennt.

Qe Purp se ¢f 21lceations. BRut ~llocet. n g s further,
rore sy.cifically

8¢ It permits exact and desirable prearrengcricnt by
the procuring <gency ond by the plent, fer prcducti n £
ranit.ons. Eoch »1llicated plent, forewerned of the task 1t
will be expected tc perfirm, can row reke prepar-ticns to meet
1t, thus facilitating ecrly producti.n.

be Tt pexmits « rde¥ly daistributicn of the iar lo-d,
especrally initial production. Withcut such o system this
loed right be thrown hophezerdly upon tho country in an
mtensive ~nd confused purchasing cewpailgn when time 18 vital,

¢+ Undesirable competiticn, especiclly for the
output of o single pl-nt, 1s reduced tu a minimum,

5
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d. Allocetr n sho 1d =21sc cesc pustewr reedjustment,
sinze ~n cffort 1s mede tr meintcin nucleus of civalicn trede
in c~ch feecilaity. Essential civilien needs re safogu rded.

In ther words, 1t pormits us celmly te reke
deeisiors nd cdjustments now which ctherwise would have tc be
1 dc n cr shcrtly ~fter M-Day. Th t 1s f trernendcus ir pertance,

%« Decisicn to Allccate Foeilities, Pursuent to the
wrnd-te an Scetien 5o 1t ras decided, cerly in 1922, thot
frcilitics shiuld bo 'llccoted, How this wes tc be d'ne ond by
wh m w~s 2 qucstion th t coused censidereble discussi ne Therce
1es deubt ot first whetboer alloe ti ns, especielly tc the Navy,
cculd be ncde cxecept by a supcrogency. Novy requiremants

bvi usly hed tou be cunsidereds The 'rmy end Nevy Muniti ns

B rd w-s est~blishcd an Junc 1928, but wes not in shrpe to

et n cllieetions until Lbout three years later. There wes no
cther higher ¢ rdinating ¢ zency in sight,

Ccl nel Forgus.n, Corps of Engineers, then the
Dircctor of Prccuraont, by—pessed the issuc in the follewing
sigrificant decleraticn rmode <n the 8th of Februsry, 1922

"Ne natter hw 2llocetiins ore mede, they will
be chnged 1f they ore not properly thought cut
nd r de .8 frec frcr. err r ~s possible, N2
riotler who mokes thum, we cr o supcragency, they
w1ll be chenged 1f they ~re net mrde preperly.t

Cbserve, 1f you please, thet ot the very beginning
15 enpr-sized the feet thet all clements must be cerefully
balrnced an . aking olloecti ns, ctherwise they will not stand.

It finally sas decided in 1982 th-t the Offace
«f The :ssistant Secrctory of W r weuld allcente facilatacs
tc vc t or Deperitnient roguirerients, 1In eny ovent, Judging
by vrrld ~r cxrerience, thc w-or Dep-rinent c uld cwxpect
t rceount ftr the we) v portion of the totel industrial
nor leeds It wes felt, hosover, thet the wor Departient
sh uld ¢ nfine 2tself t holf the prcductive cepecity in any
given f r1lady, the rernining capercity weald be held as a
facter ¢f sefety fecr the Novy and for civailian nceds,
Sev r L yerrs loter, vhen the Navy bcgan t. particip-te,
this pclicy vos nodafied to previde for lurating the conbined
1I-cd vn ¢ gaiven freilaty te helf of 1ts preductive cepacitys

B
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On Neverber 1, 1922, The sssistant Sccret-ry
dircceted the Supply 1rs ona Servieces t requisitien
feciliti.se o blonk f7rr &5 pruvidcd fer this purp. se which,
f r .cch frealaty deswred, celled fir ¢ stoturent of pr ductaive
copreity nd £ 1 -d tc be pleced, It wos reelized thot both
<f thise st tur nte w uld b esti eted nly. Nect until 194
wos there o renl rlatery n bilaizctaion ple n upen which
requirer-nts c-uld be boced, -nd since 1t 1s diffieult to
appr-~eh wnlustry wath ut definite requircemonts, lattile
priegress vos » de untail tlat ta1 e, cxcepd t oenc urcge
el ptrn farmulav ry plon, W¥r. t the prind, thc rcally
L perbent tning thet the allcecrticn systen bad been
lour ched.,

Lli~zeta: ps matilly were t o be rade for
survey ~nly, t.nt tive fir ro y.ore These ninde, Pwever,
virre nuever revobed,

The first rcquisiti ns neturally worc o~scd
‘n the frcilaties which ned scrved the several scrvices
durin, the ,-r, an unb-lenced 1.~d dastributicn fron the
st rt which vr~s t-ken yoers to adjusts F rtunctely, os we
shell sce loter, this ¢ nditicr 1s arv foirly satisfoetory
vher leod =o 7 ih 10 1s crnsidered.

SECTLCN ITI — +LoCC TED ND RESERVED F CILITIES

le Tnmaticl 11 ¢ ti.ns, The first rcquisiti ns
were rceeav.d an Deeorber, 1922, nd the init cl (1lce~li ns
w re 1~de 1n Jrury, 1973, jgust ~boat fifteen y. rs o o,
The first Direct-ry «f 11 crtud Ircilitics, published in
EFcbru ry 1973, listed sr1e 5,400 c~ncerns,

In the some yeor, cn 1nportont policy, still in
¢ flcet, wee onncuncea (in Mororendum of Novewncr 13) as
f~11 ws

"The e11 e-~tai-n ~f a freilaty t¢ ne supLly

bronch d e¢s rrt rvan thot “ncticr brench is
pr hibit.d fra. g .tting supplics fi-r thet fecilaty,
but thet the bronch t which all eccto ¢ shell beve
pricrity n ats cutput, -nd th-t ~11 deiwnls ~f

thcr brenches on this fecility rust be prosented
t 1t through, or by setisfact.ry err.ngemonts
vith, th brcneh r branches t~ which 1t 1s
allocctec
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The basic purpcse cf the peligy Just queted was tc open
the wey fer full utalizotacn of the alliwable cepecity of the
whe le facilaty.

Re Juanb Allcc-ticnse however, 1t has alwrys becn
preferable, in so for os precticable, te e2llccete e facilaity
exclusively t. ¢ single prceurenent cgencys In this way the
p.ssibility ¢ £ conflicts sh.uld be -bviated ~nd the burden
rf c.ntaets «n the facilaty rcduced.

But fr.m the beginring 1t wes found ncecessary tc
approve Joint allee~ti ns. Fror time tc time effcris have
bern gede te oliran-te cr, et leest, irhibit theris At
pres.nt the policy is to dasccurage jeaint all.e-tr ns end to
substitute therefcr ellcceti n by c-pecity credit, which wall
be dascussed loters

dhen ¢ facilaty s Jeantly 11 coted the Scrvice
fovirg the basic ~llce~ti n surrenders 1ts <xclusive interesth,
If the requircments of cthier services .on the facilaty are
rcl-tively smell, 1t 1s preferable t. ~v 1d jeint cllccataon
by pleeing their requaremonts through the prccurement sgency
helding the riginel cleim,

3. OSubsidicries, Plents, ond Divisinse. QOriginclly
the cllce taen ¢f » facility included ell of 1ts subsidieorics
ord plonts, no rotter where Iceated, Crnsequently, in mony
ras>s the pllce~ty n wes so broad °s to permit undue ceonflicts,

In 1931, 1t wes cnncunced thet cllicetivn of fecilaty
included the plonts ~nd Javaision cper ted darectly under the
mrin ffice, but dad nct include cerporate subsidicries, Thas
p licy 1s still in ¢ffect, In foct, 1t los recertly been
cxteinded ©  enc urcge plont ellcceti~ns, Scperate all cations
cf rlants 1s periicul-rly t. be preferred in the case ¢f i1mper—
tont plonts widely sepercted or situsted in dafferent procure~—
ment daistricts, -nd in shich the main office of the contrelling
foealaty pormits diroet plannirg contacts wmth the plant,

Llloe tiin oy plont n 4 nly freailit~tes deteiled plennang for
productaicn, but als. off rds a better supesvision ol lood
cis*ribatiom, showing th. prcdacticn in the spet where 1t
eet13lly 1s locatea.

bl
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4, Pestrictions on Numbers of 'lloc-tions
Noturelly ot first there was o rush for fecilaities, By the
sum. er of 1925 the Services hed requested nd h~d been given
more ~llocctions thon could be surveyed. Meny of those
grented ecrlier h-d gone out of business and cancelletions
woere 1n order.

‘ccordingly on October 7, 1925 the bronches were
required to furnish " Priority List of Essential Items! for
which procurement plans would be prepered. .llocetions wvere
to be limited to freilaties required for these cssontaicl
items, * reting of ot lecst w'w ($100,000) in Thomes!
Register wes e2lso stipuleted for alloccted frcilaties,
except 1n spacial ceses., This lamt has since been reduced
to $50,000s These policics rer. not strictly followed.

¢1locations < re not restrictcd to those 1tems
or comnoditics which prescent scrious problems in procure—
ment., h.rc potential capacity i1s grecter then four times
the combined requirements of the nrmy ocnd Nevy, end where
the requiremenbs do not involve substontial smownts of
stretegie or cribical moter ¢ls alloc tions (re not
ordincrily m de. These rules of eoursc .rc not ircncled
ard must be applied with reason.

Cn May R5, 19R7, the Office of The ssistant
Secretory mode ar importart pronouncerment in dasepproving
¢ roguest to place schedules for a small rumler of insignifieart
commercial items, It stated thot w4 lasting o1 svurces of
supply for minor reguirements of strictly commercial itcms in
licu of accepted schedules of production 1s believed to be
~dequate for the purpose of procurcment pl-nning." (For
further historicel deteals in the development of allocotions,
see Lt cture on nlloc-taon System February 23, 1937, 7.I1.C.,
pp. 8-9.)

. llocetions are now restricted to tneose itims or
commoditics v hich presunt serious problers in procurcrent,
Iv 15 neither necess~ry nor dusareble to allocate specific
faerlities to produce all the reguirements. Most of the mtoracl
th~t 1s of commereiel nature cen be procured in time in the
usual menner under competitive bidding, It 1s desircble
of couarse to obtain competition vhercver it i1s procticoble to
do so. It 1s meinly for the technicel items with no commercial
counterpart or wherc there 1s a shortege in copecity ~nd
serious procur<ment probluns will be encountercd, that
olloccticn 1s wede, for example, to cover items like guns,
mlitery cairere ft, ammunition, fire control instruments, gzs
1"sks -nd speclol motor vchicles,

—0—
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It 15 ¢£lso necessery to llocete sources of cert-in
contributcry materiols, cxamples re machine tools nd geoges,
withoat whach 1ass production of critical munitions would be
wrposcibles Obher cxamplcs of irportent cortributory items are
woolen cloth, ducl ~nd web.irg, ruboer goods, ¢luminum
products ~nd sic.l products. For basie row m-terirals, hoacver,
like cool, 1ron ore, copper ond cobton, alloc-tion 1s not
gunerolly nedes  Plons for such meteriads fall under the
Corriodities Tivision of the Office of the assistant Secretory
of Wwer erd mnll be covered loter by a rerrescntetive of that
Divisione

The priority of the itcw deternincs vhether allocation
1s neeessery. No distinetion 1s 1ade between pransry end
cortributory itens, ror whither the supply err or scrvice or
the princ contrector wall place the contrecte. In othcr words,
1t 1s ampossible to draw o str-ight line, to sct up ~ny hord-
end—fast rule to seporatc those 1tcns whach shoula be
controlled by ~llococtions from those for wrich allocations
~re not desir-ble, Espeeially is this truc in respect to
corponents ntoring into the finishea 1tem. Eech crse must
be woighica on its own r rat due considcration being given to
the 1rportnee of tu e coordit.tion of the productive progran.

To 1liustrate The Quarternaster Corps has a
fre1laity <1lloc ted for production of spceiel 1 otor vehicles
in the Detroit frea, This focility in peace tame obteins
1ts chessis frores fror cnother independent concern ncer by,
and 1t dusires to do so in wer time., Therefore, othcr things
biing equel, 1t would eppcer desirable to ollocate the
ndependent concern te the Quartermaster to seofeguerd this
contribatory source tc the prire contractor. Yet 1t would
S.c1 unn.c.ssory to olloc~te tle soles ~gency fromn which
the prive contrectlr procures his points, or the publie
utility fror which h. gots his clcctricity.

5. 2zntrabubory Requirements. The question s to
whethor cowodaitics like mechine tools, besic steel,
~lurinwi products, na opticel gless should be controlled
tarcugh ccru odity cornrattees r by ~lloc~tion 1s e netter
fer erreful study in ¢~ch cese, In this conncetion I
rcfer to our ellocetion bible, "Plenrang Rreonch Carcular
No. 1," Jor the guiding policy on borderlire cormncditics.,

1 O
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It states, in <ffect, th-t for besic raw nctiriels,

gllccitions ere not gonerally medes. {llocations arc grented,
hov ever, for .ssential centributory requircerents in corroditics
which present sceriocus problens in procurenent ond wnich are
produccd by rtonuf cturing fecilitics subgect tc daiversicn to
less essantiel ngbds,

Such e#llocativns er. contingent upon the pr cticability
of raking & r. son~ble divisicn and ossigmient of t he evaileble
capecity tu the proceuring ~gencicse. This nonwelly s decided
up n the rccor wnddtaon of cowrwedity or ellcecetion commttees
cn which o1l interestod procuring cgencies h~ve representeirnn,
Wren the pl ns heve progressed to the point wherc o satisfactory
division of copecity can be mrde, the problem trun fo1lls rithin
the purview cf the allocctil n oystem for adrinistrative cortrole
In such cases, cormodity cormittces nem elly arc continued in
a fect—finding ~nd advisory copecity. Typical cxanples of
corrcdities hendled an this wer re nachins tocls and besic
stuel,

o lerge group of furmer ellocrtions nove been
concelled ccvering such row reterials s rianganese, copper,
cotten lint.urs, cc-1l ond coke, am well os scrie sermfiniched
products th-t rightly b.long ander the jurisdicticn cf
Corrodity Curmittecse

Iters thus relecsea from allocetion contrcel include
building r~teriels such s lumber, coment «ni plurkimg
supplies, petroleam products, inzluding .csolire, kerosene,
lubriceting -nd fuel o1l praint ond peirt vroducts, cnd
offiec supolies and egu.pment like poper, pcneils and
Parnature,

+1locotions 1n the gre-t mejority of cases nro
confined to potential m-~nufreturaing frecilities. Sales
cgeneies, Jobbers, end importers re not ordinarily sllccated,
neitkher are governmmental foacilitics -nd focilitics outside
the containent~l lirmats of the United Strtes,

Lot me mention what might constitute on exception,
The Munitions Board recently divided the shoe crpreity of
the country between the . ,my -nd tre Navy, One scirce
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cprortioned to the Nevy for shoes was the Federal Penitentiary

¢t Le~venworth, K-nses. 21so the opticsl glass capacity ot
the Bireau of St-ndords hes been ~8s _ cu vu uvue weVye

Initiclly ~llocation of some of the more complex
f cilities we3 suspended pending study, ~nd the development of
requircmentse.  For exemple, Gonersl Motors wes not rele-sed
w tal _9%7, the Uc Se Rubber Co, 1978, nd L. S. Sterrctt
until 1908, Ginorel Floetrie, hestinghouse, -~nd Stend-:zd
011 wer. suspendzd in foct untal the "Reserved Feealaty™
crtegory wos cstablashed,

Be Feservea F cilities. Thus £ r the discussion
5 been confined mrainly to allocotions m-de outraight, ¢s in
the cese of freilaity ssoigned wholly to 2 single serviee, or
Joantly to two or more services., I vould li.c to exploin
now bricfly the cctcgery know os "Rescrved Focilitics.!

There  ro two clesses, first those reserved by the
Munitions Bo-rd ~ so called ANMB F-cilitics in which both
trmy -nd Novy have ~n intersst, cnd secondly, those reserved
by oar offices ~ th~t 1s, 0ASW F cilitics. Allocction of
the rroductaive copecity in these cnses 1s made by grentaing
crpecity crudits, espceiclly cpplicable to certrin lorge
f calities in which 211 serviccs inevitably will heve
requliremcnts.

In tre cese of lorge complex orgenizations,
production 1s so interdepcndent on common "bottle nucks™ ond
oth r common factors th-t the resolutior of conflicts through
str-ight elloceticn 1s inprocticeble, The first step wos to
greap for special treatment 211 those frcilities to vhich
str-1ght allocrtions could not wcll be op lacd, These
inecludaed bosic steel, the m-chine tool ond gige focilatacs,
ona otkors jointly ~liloceted an which three or more services
wore 1nter_stcd. They were listed scparetely under the two
r.scrved 2 tegories to which I hwve refcrred,

7« Copacity Credit. OF course you understand the term
"r served” does not mcan tret such frealities are not cvaileble
in pcmce time to the procuring cgencies. Once the productive
c prrity of 2 reserved facility h-s been estimated, portions of
the cvailable copeeity, commensarate with their necds, cre
"ss1gned to the services upon request. To thesc portions of
productive capacity 15 cpplied the term Mcapacity credit!
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It 1s now folt thet, in generzl, when two or morc
services hove or mey beve m portent int.rcsts, ellocation should
be ty cep-city crodat, This adealized concept of elloc~taion
poved the wey for ¢ fuller ubiiie. cion of the evailable
preductive caprcity nd for morc effective coordinotion of
the s.perete d.mends by a syster of centr-l contrcl. It 1s
especielly op dicotle in situations of indefinite or ropidly
changing roquare.orts, vhere mexamum flexabilaty with
centr lizes control 1z desimeble,

8+ Arolysis.  Per.-ps thc grestest discdvontege of
the e1loccticen sy=ten epplics to cdmnistretive control ofter
¥-Doy, cvspeclally 1f the systum 1s cerried too for, Some
roople would elloccte for overything — otncrs for only the most
criticel aters Botween thesc twe extremes i1ic 2 twilipght zone
trrough which rcoson (nd good judgment 1ust point the wey.
Exczosive alloc taons will bog down i1r red tape -rd right
cause the vhole systum to collepse, As ~lliocntions are increcsed,
the opportumity for frec competbition deerc-scs, Negoticted
prices tret ~re too high will brirg public condermotion, those
which erc too low will dasccurcge e¢ffective production, aAllccae
tions, in order to stend, must be sound ~nd gJustificble before
Congrcss nd the pcople. For these remsons, the rurber in
p.cce tare shoirld be held to - gustafai~ble minirum.

A

SECTICN IV — SURVEYS #MD SCHEDJLES GF FRODUCTION

le Questionneares. To moke intelligent alloc-taons
not only rust reguiriients be known but elso infern tion os to
whet the indivaduel foeilaty con do 1is essentiel, It ais
neces ~ry to find out how ruch cepacity thcre 1s ond where 1t
1s loceteds Plents must be studied ¢nd the men~gement must
be corsulteds Obviously, not 11l firms src suiteble for naking
munitions, nor 18 1t desir-ble for some of thum to «tterpt such
productione The first 1.thod usca in -on .ffort to gct thas
nferretion wes to flood industry with questionneircs relating
to shop cquipent end productive capecity. 1In riony coascs
~8peeilelly in th 1 rger conccerns, 1t would heve trken
conside reble tiw and .ncrgy to coapile the inform~tion
r gucsteds The rozction from industry wes not fevoiable znd
some concerns conpl-oincd to the Sceret-ry of ware In Mey
1983, the use & questionncair.s was forbidden. This o n 1s
st1ll in offect,

15—
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2e DBurecu of the Census — —~ Genercl Informetion
¢s an ~lternatave 1t wns thouglt ot one tire thot the Burecu
of the Census could be used to as.ist in surveying 1ndustrys.
L te 1n 1945, the Bureau sent out special forms to some
15,700 1-cilities esch revang a velae of product of $500,000 or
more rar annum, Tre f-cilities were asked to state

Principsrl commodity prodiced during the wer,
Im anv produced

Pre<ent stetus

Tyoe of work for which best suited.
r1lterstions necessery,

»

1@ l2lo o

The rerorts wre received in 1927 nd resulted in some
oCO rew eollioc.ticns,

A second (ensus convns  wes nede from 1927 to 19R9,
but proved of little value, A tbard, in ugurcted in 1929,
completed 1n 1931, obt-ined certein irform-tion reg. rding
skilled 1 tor for tre Nevy mmd the Crdn-nce Depertment, butb
w8 of no gre~t wmoortinee.

oome ~ssist-nce 5 to cep-city nd daistrabuticn of
industry 15 1lsc obicined from tume to time 1n publications
of cth.r Feder~l Departments cnd of Stete Governments.

3, Territorizl Dceentr-liz.tion. Expcricnce has
srown, lrowever, ih~t for < det-ilcd study of indivaduel
feeilaties requasite for plonning ~s well as for procur.ment
n wer tiwe, » tereitorinl decentraliz-tion of eetivatics
1s essuntial,  kech of the services responsible for actuel
procarcm:rt hes divided tre country into proeurcment districts,
the namber nd bounderies of which heve becn set to meet 1ts
porticuler noeds.

In the ~versge district there 15 ¢ skel.otonize

st {1 consi-ting of the dastrict ctief, usually -~ prcminent
busine ss man 1 siding in the locolitv who mecy or may not he
2 Fus v ofizcer, an exccutive assistert who 1s o Regular
offircr of Lk brenen concerncd, nd tho nccessary clerical
pcrsounel, The dictrict organizotion 1s weainteined for two
very irportart recsons: First, to m ko det-iled survey nd
study ¢f .~ck plont to be uocd, ~nd sccordly, to form -
nuacleus for cxpansion in ec~sc of cmergency.
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RESTRICTED



TF FLRVIFYIRETY o I, & ey I L R RY

A -

RESTRICTED

4, Sarvey of Industry. The Regular fymy porsonnel et
the secverel district becdgu-rters ¢r. liter.lly on thc "firing
line," for 1t 1s through them thet the great mejoraty of
conthtg e’giegzde with industry. They ~r¢ the cducationcl
ond S”le%/?ér procurcment pl-nning -nd 1t 1s through them that
good vi1ll, so .sswntairl to effective industriel mobiliz tion,
1s built upe. By thc procedurce known es "sirvey" thoy ccguare
dutealed inform tion rcl-taive to -~ fecility's cquipment, its
coprerty, ~nd prospcctive suit-baility to produce items rcquired
by ¢ procuring ~g ncy.

Un~llocrted ond Roserve Focilitics mey be opproached
frcely. Those 2llocoted to -notbh.r prociring ~gency mey not
pe approached without prior -~rrongem.nt with the procuring
egeney to rthich olleereteds Up to ebout three ye-rs ego, 1n
order not to antogonize industry, surveys could not be made
until fecilities hod been ~llocctede The normel cycle wos
recaisition, ellocetion, survcey nd then cencclletion or
plccerent of schedules, Tnis resulted in ruch wosted cffort,.
The present policy, with more cxperioncea personncl in the
ficld, 1s to permit preliminory survey in odvence to
d.tcrmine suitebility before 1locction, This policy not
only res fociliteted plenning in the districts but clso has
obviatcd much useless work,

We ottempt so : r s precticable to ~rronge for ,oint
surveys end to present combined regquirements on importcont
facilities ot one time, In some cases, especially wherc two or
more executives are stctioned in the s-me city, they ast as ¢
Joint commttee to n-ndle certein problems, Joint production
studies have been mrde of General Motors, Reusch and Lomb,

Budd Mfg. Co., Murray Corp., Internationol Harvester, "nd
others,

Let 1t be remerbered in passing, thet survey of
industry touches one of the vitel elements in procurcment
plenning, It will be recalled thet one of the great
wesknesses ~t the beginning of the last war wes the le ck
of comprehensive st~Tistics on manufrcturing facilities,.
It 1s desaireble to hive & complete ~nd up-to—dete survey
at 211 tanes, not only to facilitete antelligent and
cquiteble <llocatrons but 2lso to furnaish deta for the
ataliz-tion of competitive bidding when in the interest of
the Governrent. Obviously, the survey work i1s o contiruing
function, This 1s necesscry becaise n.ither requirements
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nor resources cen remein fixeds Policy cnlls for a survey
of 211 alloceted facilaitaies et leest orge azvery three years,
It mact not be forgotten, however, tret surveys entail a
grezt amount of work -nd sre restricted to fiscal limie
t-tions, Ingalries lest yerr dasclosed tnet i1n the districets
more time wos devoted to surveys end loceting prospective
freilities than to any other ectivitys

The supply erms cnd services, hoving computed
their needs under the mobilizction plans set up by the General
Stuff, epportion these requirements to tleir several districtss
In doing this trey attempt to spread the lced es everly over
the country as practicable, Basea upon the data which they
have available or upon :dditional surveys 1f necessary, the
districts search oubt the facilit.es best suited to do the Job
and submit requests through their branch chiefs to our office
for definite assignment of the plants, These requests usually
come 1n on specilal forms to which reference again will be made.
Wren the r.quests for allocations are received in the
Allocation Division they are analyzed to see 1f there will
be any conflict with other services or with the Navy, and 1f
so, adjustments are made.

If there 1s shcrbage of capacity, ac in the sase of
certain critical items, 1t sometimes becomes desirable to have
special studies made by allocation committees on which each
interested cervice is represented. Notable examples where
this las been done are i1n ire cases of zeronautical materiel,
machine tools, and powder and explosivesz In such cases, of
course, 1t 1s very important that the capacity be divided
equitably in line with milatary pricrity. Attempt is made
to meet requirements with exasting plants, bat in some cases
1t 15 necessary to plan for expansion or for new constructions
Special studies have been made by the Construction Division
of the Planning Branch and the areas where there 1s liable to
be corgestion in the building industry have been spotteds
Any new construction 1s kept our of these areas as far as is
po sible to do so,

5a Lccepted Schedules, After the plants are
sclected and tre allocations approved, the requirements on each
facility are finally submitted to the management by the
districts on what 1s termed a "schedule of productionty The
management!s signature to this schedule indicates the
willingness and abality of the farm to produce the i1tems at
the rates prescribeds The M"Accepted Schedule of Production®
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18 the lank which actually ties in the requirements wath the
resourcess

Let us >xamine tne accepted schedules a little further,
Trey perform a very important furction, True, tres are act
contracts, nor do trey bind tre Coverrment o1 the faciiity in
any waje PRubt they do afford an in~entive ana fix defirite
objectives for the fasiliity to plar in detarl, and torcagh tre
close ccnteets tius afrlorded, the el-ments of cost may mrre
reaaily be stuailed .n ine developmert cf var dire senuracts
whict =hoild protest hotn indusiry end the Covernment,
Determanation of prices hy negotiation at tre ocutset of the
cmecgency will be Ffacilitated, More important, perhaps, 1is
toe fact that tnrough *trese scheduies industry hezeomes
corsciols ¢f oar regquiiements and our pwx blemse

I large mabcr of prospective facilities have teen
survey~ds The vork has been 1n rregress almost contiruwously
since the World Var, From among this rmurker scme 10,CCC farms
rave bteen sclented and are ncw on the allocated L.st,
Thoisands of these, without amny obligaticn on the pait of the
Goveramert, have taken tre preliminavy steps incident to
Froductiors Mary rave prepared factcry planses Trey have
catalogad tne additional machiile tools regaired, they rave
stucied their scurces of raw materiais, and they lave mwade
plers for conversior and efgpansion frem their normatl
products to the nonegmmorcial military iters. In many
instances Reserve officers bhave rendered invalaahle assistance
in the preparation of prodartion stiadaes vertaining te freir
owr. crgarizatiornss Withcut allocation trese essertial
activities could not well he accomplicneds This preiiminery
work w111l save morths nf 7itel time in startirg rroduchion,

In all trese activities the har Dcpartmer— has recoe.vea whcl >~
reerved socperatior from 1ndustrye

It 15 to be roted trat *t~ sarvey of indnstry
by tne War Department is perform d »v +the Supply Azme ard
Services 1r accerdance with policies formulated by tle
higrer echelons in the Aliocation Systems In allocation,
tre ragaer echelors are corcerned prime.ily witn matters
of poliry, arvisicn of capacity, assigrment of tariiitaes,
and Zendral superr.sion nver tre cieb abution of load.
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SECTION V ~ LOAT

Let us turn now to a censideration of lead, ~ne cof
the mest dafficult yet one of the most vatal elements in the
wrol. allccatior syltem.

1ls Purrose, Tne purpose of recording the industrial
caraclty at.lized »y thc several prccurirg agencies 18 1o
affords.

as A broad picture of the war load to + rplaced
on 1nd.sbtry, so trat suitebie distribation may bte sm:_=d,
cenvers-1lv, an indiceticr of the indastriel cap.city emaining
aft . *re 1o3d nas been placed, ard 1ts lceation.

b, } check on the loal placed on individaal
T o .1ties or industri.s to insare that lhey are net vnrecessarily
nt ~.oaded, tret a prorer reserve 1s maintained, ara bred
caTriian meeds are censidereds

Ce ont w71~ Faon of tre ameurt of conversion, expan-
510% 2nd new ccastrcticn tnet will be required to carry the
1nade

Ade Detn for anolvsis of tre problems of laber, power,
construction and transpert ticna.

ce Mot rtarl M cceatys Load 1s the proportion of the
petential erpooiby of ¢ faolliity wlaicn will be used to meet
wer—time cequlr nments, DPotential cepacity, which 1s the
meximim onbpit »f -n existing facility, e teken as t'e lase
«ga.nst wraie 1 lead is ~cenmputeds Thais bhase 25 given -1 irdex
val.e nf 50 poirts » oo dless of tle number of s'aflz o1 J
n0.18 Ukt the Zreility con be operat~ds It 15 assumed that
in wer-*.me tr- groeet majerity of itecilities nan 1un on e
«4 1car besis, 1saally three 8-wurr) snilbts, Since Shree
Arcur shafis 2xc feker fo be cqu.vaifnt te two ond ore~talf
tiwes ore srift, tre <50 point ardix 1s based essentially nn
L os~lle 1 osrift eguel to 100 proints, & snifts, 20C points;
erd 3 srarts, K50 poirtse

e Beportirng of To~d, The load 1s now .epoxted
separate.y-ler e f ' 1tem under twe ¢ tegories, name v, 1tem
cnd plenta
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s Item Loed 1s the muamoer of poirts of cepacity
out of 250 potential in any given item whichk 1s 1o be ebscrned
in mecting o given schedule, For example} SULpOse We lave a
faci.ity prodicing orly two items, shoes ~rd ov.recnats, ard
tret the wer ioed tekes the meximum outyus from the shoe
departmert, Tre 1tem load for this commodity ther wn.dd be
250 rcints pctentaal

be Plent Ioad on the cotier hand 1s the

prooortLOH of thd £5C points potential of the whele plent
wnich 1s to he apnsorrked in meetirg glvkn scheaule, In the
1llustration jJust given, 1f tre rroauction of sh.oes abeorbs
ore~half the activities of the whole farility, and we teke

11 the shoes, then the plart loed for s1o0es would ke ralf
of 250 nr 12b porntss (Bxbaihit "4 1ilustrates metrod of
compating «nd repertirg loed),

Ce Commodity Svmbols. Item lccds cre grcuped
into gener~l rategories to 2nrrespond with subdivaisious of
produective 1ndustry, To cech commecity group 1s 2ssigned
a sommodrty symbcl consisting of e-combainetion of lesters on
tle plan olutlined an the Federal Stock Crtologs

4, Verafaicebion of Lordss, Ir spite ol tne importarce
of Lned 1t appears trat no saccessfl effort tr chiain
ccmprehensive deta therenn wes ~ecompiished untal 2935, On
Cctoter 1 of “het yiar the S.S rendered lo-d repcrits fer all
thear ellocated facilitaies, Reports of changes ir old loads
~rd reporis for new loedings ore now beirg submitted (s threy
oceurs  Trivielloed caorges ~re not reported,

A11 loads esre reguired to be verified at least
cree overy three ye.rse Since the last revision of Dlamnirg
Frencn Circuler Nos 1, Nov, 14, 19%€¢, £4% o1 tne alloceotion
-1istings reve heen coversd by ;ev1sed CoheSel o Forms 200,
Two services repert 100% covorage, allioc tiens an force
Zor more than five ve~rs rnd against vhich ne lood ras heen
reported ~ro considereu £8 potentially availeble for
cancclletion cnd reassignment,

5s Iaimitotion on Loeds, .lmest frem tre st.ort,

~ensin Te tiow Pos heen given to limib biors cn innce  Ir
1026 1t wos siggested trat a factor of seiety be reserv-d
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in ep.h ollocated facility, end in tret same yeer the 5.3
were required to report -1l facilitises reing lceded 1n
excess of helf their reace~btime capacify. 1In 1932, Inads were
limted to half the productive capacity excerv in specific
caces autrorizea an advance, Tris policy with ceitain
modificevions 18 still in effest, Any cepacity added by
rl'nt expension or new constructicn may all be taeken for the
militery progrore -

Ty rroper sapervasien an tha tigrer echelens, 2
rensonghly even distrz™ition of lred ovar indastrv s
assar de  Tfavidaal rlants ere net loaded heyend allowebie
caperitye Af 1 rosuib tre 1rad as a whnle 135 new fasioly
nell A1stoiouteds T 1o shoild he novicious corpetiticn
cmcr g *he pencl g agencien for dhe ouvpul of 2 single
r<nt o8 wac so poevoient 1n the Jeshy were OJverinading
nf 1lonts ara ueas will be redaced 0 a WY 1M

SECT N VI ~ ARNY AND N VY VUNITICNS RCART

1,; Neww TPT?&C%P%?}”H' Let us examine 10W ~OmE
I~ oares ~f&\avy ~1ilocat.crs,e Tae Army end Navy Wunitiers
Fo rd mes esirbiisred ar 18«2, »ut made ro gliocetions un t1il
aboat thoee yeors later, In laaa ore of 1t3 committees
pgreed *n go.r® eliceniinn nf severteen facililies, Lhe first
tn tke Newvys Tiom ol oF tare on allocat.ocre te the Nevy
inrrsased, vt .t 1s ~rly wrtnin the last few vea.s that they
fave ass.med redl signlficalicey

™2 past yvear Fas seen a gieetly i1uncreasc 1 cctivaty
rn *le perb of *re \avy, Iris 13 1e5e.ted 1n abcvt a 0%
.rev ase 1n *he rumbar nf srmy and Vavy lnitions Board
T ralaty Zasbidess To serure 2 proper hal-mce between tre
drmy oard day will reguire o grealt A-el of give and taxe
ann coordin~tion Bl rough the mediam »F the L.mv and Mavy
W1 1tucns Roerd, Pradu~taive coparitv mist be scustably
appert ioredy  Ir case of corfiiet milata.y rricizty wete—
T 1n war piacns end oy the Joant Te rd wiil gove.n, Thes
Wil meAn altaimetely o roadjustuert o1 menv of t'e a.n
colocetinrs nd peacrment or additioral tacviltilo- .ni 714
Tegexved AVWR) enveger v, s has hren dope al.eiwov ar
reThaIn raseS, XbInit Wel! sncrs zaciiities by
coLegn1l»s ~na cb.nges diuring post yee r;/

2e TO
I utical, ge
Tari L LL1es 1wl

allastrote, 1ot me tention the medical,
cge, mach;r@ tocl, rrniectile, ~ad steel
acl Fle sapzeity hies been apportig e ana
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recorded, Allocation or commodity subcommittees are now et
work on eirplane bombs, shell forgings, opticel and precision
instruments, cluwmnum products, blankets, woolen cloth, duck
and 1 Wepbing, powder -nd explosives, rubber goods, all types,
wire cable, and redics, It 1s expected thet e divaision of
capacity for some of these 1tems wall be mede in the neer
future, (For further discussion of the fore,oing items, see
Lecture on Allocetion System, Feb, 23, 1937, f4T.Ce, pre 17
18)a

3¢ It seems appropriate at tris time to single
out three extremely important categecries for a little more
discussion. Reference 1s made to aeronautical, mechine tocl
and powder and explosives,

as heronoutical Facilities As regerds production
of mirzreft a division of capacity between Army end Navy of
aircraft facilities has veen made essentizlly on a 50-50
basise This 50-50 poliey also holds with respect to airplane
parts menafgctures, The division of airplane facilities was
made upon the recommencation of the Reronautical Board, end
the policy was followed by the Munitions RBoamrd to allncate
facilities as far as practicable outright to the services,
Some officers now feel that all airereft plants should be
Reserved (#NMB) Facilities with half interest in each 1o
hrmy and helf to Navy. C(ther officers are just as strongly
opposed, md believe that single allocetions should stand
unless very cogent reasons can be shown for the change, The
"eronautical Bo rd has a stending request to consider
continu ously all current work ond make suitahle recommendations
whenever a change in allocation stotus becomes desir.hle,
Only a few days ego 2 recommendation came through from the
Bocrd that the Gurtiss Aereplane Division, Buffele, end the Glenn
Ls Martin Co., Rel*amore; be changed from single allocations to
reserved facilities with a 50-50 crpecity credit for each services

The Aeroneutbical Boerd hos submitted also its
recomnendstions to cover seronsutical loads to be placsd on
certein large automotive concerns. After considershle study
end some changes, the loads have been approved by all concerneds
This wes en 1mporbent accomplishmert during the past year ~nd
opens the way for detailed aeroncuticel plarnirg with tlre
automotive facilities in questione (feronautical Board,

Case Noe 84),

R L
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h. Machine Tools. Similarly, much work has been
done on the machine tool problem during the past year In

1936, the machine tnol facilities were allozated, some

outright to the Navy, some to the Army, and others were helid

as a reserve for both Army snd Navy. It 1s recognized of course
that adjustments in these allocataons will have to be made as

requirenents change and planning devel ops

Since 1936, plant surveys have been madec of about half
of these on the last  We are carrying at present on our
allocation reccrds as sources and potential sources of machine
tnols some 350 firms There are about 150 concerns in the country
now engaged praimarily in producing machine tocls. Some of the
plants we are carrying are sources for special and single purpose
machines, others make machine tools only as a side line

In our planning we need the capacity of each machine
tool facilaty by size and type of machine At a recent two-day
conference held in the Planning Branch with representatives
of tre .ndustry the whole problem was carefully considercd
The National Machine Tool Puilders Asscciation agreed to send
out questionnaires, which we helped to prepare, to get the
ictual production of each farm from July 1, 1936, to June 30,
1937, by uypes and sizes, and their estimated potential
capacity  The output over the pericd mentioned should reflect
quite well the potertial war—time prcduction, since the
irdustry during that year was running at about maximum capacity.

But 1rrespective of peace tame allocatrons for machine
Seols, our plans provide for certral control in war time It
18 anticipated that within a few hours after M-Day the Var *
Service Committee for this industry will be in Washington to
81t down with corresponding personnel of the Army and Navy
to allocate or apportion the capacity in accordance with
priorities dictated by the situation at that time

¢ Powder and Fxplosives. Along this same line
1s tre question of powder and explosives, and the presses
and special machinery necessary in their manufacture. At a
recert conference with the Hydraulic Machinery Manufacturers
Association a working committee consisting of representatives
of the industry and of the Army and Navy was created to study
the subject of hydrsmlir machinery with special refe.ence to
forging preasses, and macliuery for makiag powder and '
explosives,
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This commitiee on hydravlic mechinery will work in
cl~se ceoperation with the Ordnanse personnel now engaged at
Wilmingten cn the preparetion of the joint powder ard
sxplosives plors When vhis plan is complete ona approied 1t
will daduste - dlvision of capecity upsn wrish allocatior
ard load ccn be bhesed. In the meontime, IhPont, dercoules,
ard »tles Powder Componises, tre main existing ccmmercial
fasilaties, ~re carrizd es reserved withs.t defirite lrad
so {er as pecader crd explosives ave concerned, It 18 to be
netad trhet e tremendcus expansion ¢f sxasting caracity will
be necessary, invelving a large amouny ¢f new sonatructione

4. Boumbine t this time I wruld like to explain
more filly the normel roavine in meking eilocetions. (Eabibit
®B1), Take the Army s1ae firsts A\ request for zm alincation
or cepecity credit comes in from ¢ supply erm or service on
OclaSeWey Frrm 100. If the reocuesh 1s 1n order ernd 1t 1s
evident the Nevy res no interest <tre alincatior 1s arpraved
by our offica, If there .8 any pessibili‘y trat the Navy
has or may Pave an ir*ersst, the requaest 18 referred tn the
Munzticrs Bo~rd for eonsider~tiore If 1t finds thet the
Nevy 1s not conrexrned nar office 15 sn advised end the
allocation 18 grented 1n the usual marner, On the cther hond
1f the Navy dces have zn interest, tre matter 15 adjasted by the
Muratirrs Bosrd zlore cr by assisteree of an alloretirn
subrommithtes wrich 1t may sppeint eompnsea of representatives

“he interssted services, rrmy arc Navy, Conflicts
€¥cLis_vely arcrg tre supply erms ernd services are adjusted by
our cffire withoul refererce to the Munitirns Roard,

Similar procedure 1s ~pplicabl~ on the Navy ride,
Braopt toot through t¥e Munitiops Reerd cur cffice rocaives
copaes cf all approved alloc~tirns er capacity eredits to the
Mavy ir order thet lcad dnta and other readrde may b> complete
&t .11 timese No leoeds of rcurse can he placed on a Reserved
ANMB) Foeality artfomt prinr nppreval of the army and Navy
Marat.ons Board,

SEGTION VI — DNIFECTQRIFS :ND FILES

\k Before lraving the sabject of allecations, 1t seems’
approprinte to exsamine the rercrds, .s and.cated beirre, Lhe
Allczetion Divesieon 15 tre sffice nf record for o1l matters
perteiring %o allocatiecrs, It meintains a master file to
Weh you rerkaps rave seen recent press referencess he
alvosicn £1s0 puclistes per.odically several Dixe~tories.
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1. NMesler Fale  The mester file consists of
completed @ £.5 . Forms Nurbor 100 1 hich originc te in the
field «nd corry en ebstrcet of pertinent survey dete. The
forns cre crrenged clphobetic-1ly by facilities an o visible
Kerde: file. These forms «re the medie betveen this office
end the opereting cgoncies, through vhich the field
reguisitions clloc~tious end cepecity credits, Exhibit noH
shows onc of the forms, The detc on file for eech ¢llocated
f~cailaty include such informetion £s nemc .nd eddress, last
of pl-nts opcr-ted wath their locstion, number snd kind of
emplovees, fin-nercl reting, normel production, 1tums to be
preduced in en emergency, acte of cccepted schedule, ond the
¢ peeity utilized by the loods In support of these deta is
2 mess of detqiled survey inform tion meinteined by the s.rvices
~nd the districts. In the currcont sectiom of the Mcster file
~rc¢ rcecorded tronsections covering over t~n thousend f-cilities,
AS one wriler recently pub 1t, ®"ebout 12,000 nemes now slide out
cr steel files for reody ro ference «t the touch of ~ finger.th
(Busircss weck Bureru, 12-12-30).
?s Directory of flloceted cnd Reserve F-cilities,
i e PLOIL Lhe B st €200 38 maintsoineo & Darectory.oftlloce tod- -
~nd hescrved Frcilaitics, whercin the n-mes of fecilaities
“r1~ng2d gecogrcphicclly cecording to zone, stete end city.
To the fireld end other interested agencies 1t indicetes the
st tus of ~llocetions in force, ¢na is for thum the besie
ollocrtion reforencc.

~ ' -

5, Directory of Lo-d. .nother document 1s the
Dircctory of Loed. In this Directory cre indicatea not only
the fecilities to be utilized for o h comrodaty, but ~lso
the geogrephicel distribution of the loed under each commodity
¢ bt.gory by zone, stete, and city, cnd the lo-~d pleced or to
be pleced on cech fecility. The commodities arce orgenizcd
into over fifty mejor industriel groups with eppropricte
subdivisions under ecch group. . 1 rge emount of work is
involved. Yet 1t 1s gustified, for 1t effords e meens for
checking cllocetions ond for as-uring e proper distribution
of locde Inequiteble locdangs os beticen end within difforent
procurcmenmt districts vtometicelly orce signelled for
corrcection,

4, Index of f1lloc-~ted end Rescrved Facilaties.
Stall ¢ third file as kept by the fllocetion Divaision,
Oemely ~n Index of jlloe~tcd end Reserved Fecilaties. It

—24.-
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15 published sinultaneously with <nd forms a cross reference
to the two directories just described. Essentially the

index 1s a single list in alphabeticel order showing neme

and address of each facility, the procurement agency to which
alloceted or reserved, and the commodities which each
feeility 1s to furnish.

5. Trese records ere meintained on some 50,000
unit cards posted day by daye. The informetion recorded is
published to the procuring sgencies by lithographic reproduction.
By this ne-ns, both the Prmy and Navy, including their
respective field agencies are kept advised of the status of
allocetions ¢nd the distribution of load. These records are
kept in such shape 25 to be readily aveileble for use by the
Munitions Beard or a supercgency.

6, Analysis of Exhibats. £t this point let us
examme Exhibits “pm, "E¥, end "Ft,» They ere self-explon~
etory, .nd require only a glence to note their significance.

For exemple, fxhibat YD indicetes how numbers of
gllocctions heve run by services since 1923, Note that
with exception of the Nevy there was a comperatively repid
build~up in numbers for the first few years, then a more
0r less grcduwl ieduction which is still in progress cs the
unjustifiable ellocations cre being culled out. The large
reduction in the Quoritermaster Corps number in 1928 w.s aue
lergely to the cencelletion of its food facilities. The
Navy sterted in vaith 17 (joint vith the Army) in 1926 ¢nd
hes bad ¢ conservative increcse since that dete.

Fxhibit “EY shows the percentege distribution of
ellocations ond load (money v.lue) by zones .nd services &s
compered with the 1929 production (money vaelue). The totel
Army lo~ds for Zones I znd II zre only slightly lerger than
the 1929 production figurcs. The Signel Corps load for Zone I
1s 59 per cent of the total, yet 1t must be remembcred thet
cbout 75 per cent of the communication cquipment ceapecaty

s Figures for column heeded 1929 productiont in Exhibit nge
vere teken (necrest vhole per cent) from Committce Peport
on Problem No. 12, * I.C , Course 1936~1937

25
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of the country is in Zone I, The Clemical Warfare Lervice
shows a very favorable load with respect to Zone I, and a
comparatively heevy load in Zone II. Yet 1f the load to be
placed on Edgewood frscnal wer. included, Zone I figures would
be materially increaseds. AS will be seen later in Exhibit u#Fn
the Signal Corps, Medical, and Chemical Warfare loads are small
in compariscn with the whole, and do not greatly influence the
percentage distrivation of the boltal War Department load.

The Air Gorps shows 34 per cent load for Zone I, a
slight over lecad in comparison with present eircraft productive
capacity of about 30 per cent., For Zone IT 1t shows 49 per cent
load as against present capacity of about 40 per cent, and for
cone IV, 17 per cent load as ageinst about 30 per cent present
capacLiye¥

The Ordnm ce Pepartment losd in Zone I shows a close
correlation with 1929 production, while Zone IT load
slightly above 1929 productiones Its load i1n Zone IV/comparatively
small but 1s expected to increase (Exhibit "D-2" shows facilities
by V.eDa Zones and changes during the past year).

Cost figures for Navy load were not available, but
1s to be noted that 59 per cent of its allocetions are in
Zonc T,

While these figurses do now show local overloads, i1f
sny, they do indicate e fairly equiteble distribution of the
lozd ¢s 2 whole 1n comparisen with 1929 productions

Exhibit ®F" shows the nurb:r of ellocations end
canecity credits (intercsts) -t the present time by services
rgoanst corresponding loads in dollars for the first y« r onlys
The aver~ge locd per interest 1s about $700,000,

It 1s interesting to note that the Ordnance Departs
ment carries elmost helf the total ~lloceted load on 1ts
1074 interests (mllocations or cepacaty credits), am average
of some three million dollers per intereste The Quertermaster

¥ Presant cupacity figures taken from Committe Report on
Problem No. 12, A«I.Ce Course 1936-1937.
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Corps, on the other hend, has 85901 interests to meet less

then one—third the total loed, an aversge of ebout $300,000
per interest, This sug_ests the thought that typically the
Crancnce decls with relotively lerga-scale industriel unitse

It 15 to be noted thet the Quartermester Corps
locd given in Exhibit "F% does not include subsistence,

At the moment the Navy bes 656 active interests,
Aosuming 1bs requirements ¢t cbout 20 per cent of the whole
1ts load would fall somewhere under the QsMsCe load, between
one ~nd one and one-half billion dollers.

SECTION VIIT — M-DA¥ (CTIVITIES o»MND DECISIONS

1« PLns for Pxn-nsion. Deteiled plans heve been
mede for expansion of the three fecilities divasions in the
allocetion system to bandle the increased work in an emergencys
The duties will be analogous to those in peace tine, The
Allocezticon Davision will administer 2llocetions within the
War Department, and will submit requisitions to the Army end
Navy Munitions Boerd, or higher suthority, for edditional
fec1laities required to meet the needs of the supply arms end
servicesas The Feeilaties Division cf the Munitions Board
wi1ll coordinate e¢nd sdminister rllocetions between the
Lrmy end Nevy, end the Fecilities Division of the superegency
for the notion as a wholes Suffice 1t to say that the
orgerization set-up 15 cample snd fRoxible and built for
soooth transition to en ercrgency hesles

2e¢ Authority. For authcrity to suspend competitive
bidding reference 1s mede to Section 3709, Rcvised Stetutes,
*rirt czds in part thet "When 1mmediate delaivery or performanoce
L .cguired by the public exigercy the e2iic.es or service
ifrguired mey be procursd by open purcnec or contracte 43t
This wes used in the World Were. Teb me Juote one paragrerh
of Mr. Reker's letter of apral 18, 1917 (General Orders Noa
4‘9 ‘\IQDJ 1917) H “ORDERS

le IT 1s hereby declared that an cmergency exists
within the meening of Section 3709. RsSe, and other statutes
which except in cases of emergency from the requirement that

—g T
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contracts for end on bebalf of the Government shall orly be
made efter rdvertising, as to all contracts ander the Wer
Department for the supply of the Wer Depertment end the supply
and equipment of the 2xry end for fortificetions and other
works of defense, ond untal further ordered such contrezcts will
be mede without resort to edvertising for bads in the letting
of the semeltt

Section 120 of the N-tionsal Defense ;clt gives
specific 2uthority to the President to place obligatory orders
in wer or when wer is imminent, end to appoint e Boerd on
Mcbilazabion of Industries Essential for Miliatary Preparcdnesss

Bcck of 211, of course, szre the wer powers of the
Presadzant,

3a Adjustmenbds and Decisionss. In~ugursticn of the

system probably will r.quire some adjustment in peace~time
allocaticns, By wvirtue of t1e complexity of the problem

scme decisions must of necessity be left for M-Day. Current
gov rmmentel orders in allcceted facilitics natirally will

be giv.n full considerstion, Any necesscry or desirable
~djadications in such orders or allocations will be made by
tre proper authority as circumstences mayv dictates It as
expected that govermment conitracis in force on M-Day normally
will be carried to completione If 2llocatiors are adjusted
in peace time to teke full advantage so far as practicable of
xperience on current work as 1s now being done, then the
number nf clanges 1n allocaticns es a result of suach orders
will be reduced to a mininim,e

The extent to which eliocations are to be applied
will depend upon the neture of the emcrgency and other
circumstences which cannot now he determned, If 1t 1s
a mexamom effort, the problem 15 comparatively simples If
& lesscr effort, a grecter degree of competitive bidding
mey Yo usedy In either case some desirable competition will
obt-in even cmong alloceted facilities within ecch services
During the pcriod of streined relations information would
undoubtedly be available apon which reasonable decisions
couid be mede as to what itcmws should be ploced an a2llocetion
and vhet feealataes should tool up for their production,
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Tet us remember that the system 1s flexable —not fixed—
moving—mnot stetic-—responsive to changing conditionss

If 1t 1s not kept up~to-date and fully in accord with the
tines 1t will lose of course much of 1ts valaes

SECTION IX -~ SUMMARY

Conclusions In conclusion, the Alloc tion System
srew out of Jorld War experience, Its purpose 1s to obviate
undesirable procurement feabures of that experienge in a
future cmergency, -nd to fecilitete procurement, To the
procuring agencies sre left the operationel deteils, to the
central agency 1s given on effective meens through which wrre
time control meesures mey be applied, Allocetion enters both
phases of the responsibality under Scction Sa, It 1s en
essuntisl step i1n procururent plenninga It also onters
industriel mobiliz tion in thet the system 1s built to
continue to deal with those industricl anits which ore to
function 1n war,

Within the pest fow yo 1<, ander the dircet
personal leadership of the present Tirector of the Flenning
Bronch, the Allocation System hes deviloped into o potent
force 1n the scheme of industri~l ri parednesss True, only
the pattern has been fanisnca, Mich work remains to be donc.
But policies have been esteblished end principics enuncietcd
to guade future cctivitiese Tn 211 procurement pianning 1t
1s exiom tic thot the c¢fforts of the Army -nd Nevy should be
coordineteds Thet coordinetion is provided for in the
Industri 1 Mobaliz-tion Flen of 1936, The Army -nd Nevy,
through the Army end Navy Munitions Board, orc now working
side by side to match reguirements in the solutzon of
ellocetion problems which -re common to both scrvices,

Throagh the Allocetion Systum effective
decentrelized procurement planning is rcalizede In fact,
el ccetion 1s vatael in the fremework upon whioh i1s built
all deteiled planse In thc words of Colonel H-rris, it 1s
the key to the supervision of procurcment,
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i 5 I
EXHIBIT "D¥ 2/18/38



1/1/38 FACILITIES, ALIOCATFD OR RESFRVED - 1936 - J’,958 BY CATECORITS
i ] |
; t RESERVED JOINTLY 'f SINGLY ALTOCATED
|| TOTAL | :
1 TOTAL AVB 0ASW ALLOGCATED TOTAL NAVY ARMY
H I
JUNE, 1936 ‘ 10,728 370 ano 98 205 10,1553 395 9758
% 100 5 4 2.5 .9 19 | 94 7 3,7 91.0
Net Changes -~ Juné| - Dec 1938
Additions 9 14 1
Cancellations 433 5 443 21 422
JANUARY, 1937 10,295 379 286 9% 2086 9,710 374 9336
% 100 3.7 2.8 9 20 94 3 36 90.7
Net Chenges -1937
Addirtroas 157 137 20 23
Cancellations i 780 52 885 208
i
JuNUARY, 1938 9,515 536 423 113% 154 8,825 397 8428
% | 100 5,6 4,4 1.2 16 92 8 42 88 6
£
TXHIBIT - D - TR
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1/1/38 PATCILITIES, ALLOCATED OR  RESERVED 1936 - 1938 BY W.R DEPARTMINT ZONES
ZONELS
TOTAL I 1T IIT IV

JUNE, 1936 10,728 5,254 3,756 943 775

% 100 49,0 35.0 8 8 7 2
NET ADDITIONS -~ June -~ December 34
NET CANCELIL.TIONS - June - December 433 319 120 28
JLNUARY, 1937 10,295 4,935 3,636 977 747

% 100 47 9 B5.3 9.5 7.3
NET ADDITTONS ~ 1937
NET C..NCELLATIONS = 1937 780 440 319 16 5
JANUKRY, 1938 9,515 4,495 3,317 961 742

% 100 47,3 34 8 101 78 %&3

EXHIBIT ~ D=~ 2
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1/1/38  ALLOCATIONS XD C.PoCITY CREUITS - BY PROCURING .GEICIE3 .ID C.TTG0RIES
W.CTLITY AT LOC..TTOWNS CouP CTTY CRriITS
INTERESTS || SINGLE JOINT w B 0 .SV
TOT..T 9880 8825 327 596 132
A 100% 89.4 B3 640 1.3
.‘.:-5'.:::’_:“::’_"_"—‘“_—‘?:——“—""—"" T T T I T T T T _"——"’T.';’?’:—’:Tf:’—::::_:' -
NaVy 656 397 - 259 -
4 100 60 5 39.5
LRMY 9224 8428 327 337 132
% 100 91.5 3.5 3.6 14
Q 5901 5772 72 41 16
% 100 97.8 1.2 .7 3
0 1024 793 113 79 39
% 100 79.5 11.0 7.7 5.8
A 517 404 57 43 1%
A 100 73,2 11 0 8,3 2.5
E 555 447 a7 37 28
% 100 79.8 8.5 6 7 5.0
Cc._ . 288 2473 17 15 13
% 100 84 4 5.9 5,2 4,5
S 376 348 13 6 9
- 100 92.5 3,5 1.6 i o.4
M 563 425 8 116 14
% 100 75.5 1.4 20.6 2.5

EXHIBIT

D-3
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171/%8g INDU'STRIAL STATES ' ITH 100 OR 1ORE F CILITIES »LLOCATED OR nEdeh iy &Q§
FuCILITI®S 0 L L 0 C A TE D PESSRYED
- D INGLY JOINTLY HLLB 10 SW
TOT'L 9515 88e5 154 423 113 |
ZONE I 4495 446 | 5 & [ 60
New York 1397 1275 15 75 52
Pennsylvania (East) 1146 1083 12 45 6
Massachusetts 758 701 17 35 5
New Jersey 372 384 5 2o 7
Connecticut 329 292 3 27 7
Rnode Island 1556 1:4 2 7 2
Maryland {Fast) 141 105 L 4 1
Balance 197 182 - 15 -
Z0ONE IT S3L7 S011 91 L70 45
T Illinois 822 758 <3 <7 14
QOhioc 774 682 33 44 15
Michigan 232 284 b 33 9
| viisconsin 282 ~od 7 10 2
Indiana 241 221 8 10 £
Pennsylvaiia (West) 230 197 7 26 - }
I
Missours 216 200 2 11 3
i
Vinnesota 121 120 1 - -
|
!
Balance 299 286 4 9 -
|
7ONE 111 981 v42 4 il 3
Texas 190 130 - - -
Georgia 167 166 1 - -
North Carolina 142 140 1 1 -
Balance ) 462 446 2 11 3
ZONE IV 742 726 4 7 5
_ Calitorma £46 533 4 b 4
JYeshington 103 100 - 2 1
Balance 93 93 - i - ! - -
L]

EXHIBIT D - 4
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/\LL\/CAT*OND CH\ITER&STS)
LOAD l““’ SERVICES

Jdnuary l’ 1938,

ALLOCATIONFS

i"=1000 Allocubious
a0
C pacity C.edits

LOAD

it = Qae 31llion Dollars

1
i
|

{f,oures shown arc in
m1li_ons of dollecrs)

| 104
€56 .
i bes 7 563
I t i " 2ol i
13¢
; _,all'] § "ﬂ‘ m {
Navy [Tetsz[ o ] | = I
AV oRAGE LO oD PER Il\TﬂEng_g_T .
$[ 700, 906[5¢0,600 [%,000 00}t ,.,00,®0] 1,200,000 [ 470,000 | 400,000] 127,000
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