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LECAL DiVISI01[ - PLANNI~G BRAFCH 

The Legal Dlvlslon of the Plannlng Branch has tv, o funaamental 

responslbllltles - (1) Lar c@ntract procedure, (2) L~islatlon perta~n- 

Ing to industrial moblllzatlon. 

The problem of ~ar-tnne contracts is in resllty one of aevelop- 

ing the tools of elflclent governmental huslness procedure unaer war 

condltlons. The task as we see ~t is to avold the contractual plt- 

falls of the World War, and to flt into present procurement plannlng 

the necessarv contractual rel~tlonshlps to affect a ~ ar proauct~on. 

In contrast to the war contracts of 1917 and 1918, thls ph~s~ of pl&n- 

nln~ has ~dvanced in ~ conslderable degree. 

W~thout crltlclslng the ~ener~l cont~otlng procedure ahlrlng th~ 

Vrorld War, whlch h~d ~ s ~ ~hol~ gr~tlfylng results, ~ few of the prlncl- 

pml dlfflcultles in c~rr~Ing out ~'orld ~L r contracts will be dlscussed. 

First, it m~y be s~id that in 1917 e~ch of the then slx supply ~rms 

and servlces h~d Its own "h~nd m~de" contr cts. As u result contr~ cts 

were let on ~porox~mqtely A00 d~fferent forms ell of which h~d to oe 

• nterpreted ~nd construed. Second______, le~l nd f~n~nci~l d~ff~cult~es 

were encountered ~n i~xed-prlce contracts vher~ no ~llow~ce w~s ntde 

• n the contracts for future wr~tt~ons ~n the price the contractor was 

forced to p~y for mater~ls aria labor. Thlr~d, the legal d~ff~cult~es 

which resulted from hov~ng no termln~t~on clause ~n ~s~r contracts, ~nd 

1 stly. the ~rregular s~gnlng of contracts on the part of the Government 

by deputies appointed by the contracting officer, who signed the name 

of the contracting officer named ~n the body of the contr&ct ~nd then 



Sl~n~d th~ir own n~me th~re~ ft~r. Contr cts slgned In thls mmaaer 

v ero oen~rally c~ll6d ~oroxy-slgn~d contracts. Strange ~s it muy s~om, 

of th~ 27,000 contracts of the W~r Dop~rtm~nt in ~x~stenc~ on Novomber 

12, 1918, 7,d00 ~ere proxy-oigned. Th~ th~n Comptroller of the Treasury 

held theft th~so contr~cts u, cre not 3nforce~ ble ~g~inst th~ Unlted 

States (XFVI Dec. Comp Tre~s ~98), ~nd clted in support of thi~ 

holdlng ~ declslon of thu Unltcd States Supreno Court of 1915 (N I. 

& Porto Rico S S. Co. v. U.S. 239 U.S. 88). In t~rmln~tlng thes~ con- 

tracts the Socrot~ry of W&r w~s rustrlct~d to payments for goods h~d 

~nd r~celved ~nd sorvlces r~ndored tc ~nd ~cc~pted oy th~ Unxt~d States - 

r~str~ctod to whut xs legally known ~ s a quantum neru~t or quantum 

veleb~t settlement. Th~s, Dowcver, ~ould not do 3ust~ce to the con- 

tractors, for ~n ~lmost every lns~nce there were goods ~n process, over- 

be d oxp.ns~s, ~nd other ~toms which ~ould not be covorud ~or rcmmbursud 

by ~croly t ~k~ng over th~ fmnx~hed prodmct ~t tho stated v~lue The 

Secrst~rv of War could not &mend these contracts ~ s he could ~n the 

c~ se of groemonts p~operly s~gned for it ~s ~ ftu~d~ments~l pr~nc~plo of 

l~,~ that an an~ndme~t ~s ~tself a ne~ contr~ct, ~ud that no contrsct may 

be m~d~ ~xthA~ consxder~t~on. That ~s, ~n ordur to m~ke ~ wl~d ~end- 

ment, som~th~n~ of w lu~ must p~ss to the United St~tes Now, ~s thxs 

th~n adjudged ~nform~l contr~ct w~ s not enforceable ~ g~nst the Unxted 

States, no ~ndment to the contract w~s lcgtlly possxble. 

It became obvious that ~n order to do ~ust~ce to meet the s~tua- 

t~on action by Congress ~as required, Some months l~ter the so-called 

Dent Act was passed. Under thxs act the contractor w~s obliged to f~le 
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hls claim wlth the W~r Dep~rtment ~ nd Bo~ rds of Contract Adjustment 

c~m~ into belng whlch found themselves flooded ~ith work. All thls 

tlme the contractor ~s put to ddltlon~l expense in presontlng his 

cl ~ im, ~s deprlved of hls money, ~aqd in most Instsnces Interest 

thereon, through no or httle f~ult of hls own, ~nd hls ~ ~r p~trlotlsm 

~ent to ~ lo~ ebb. And Al~ny so-c~llGd rea t~pe gets the bLms' As 

paraaox it may be sald that In 1925, after these contracts h~d in 

most c~ses oeen settled, the Supreme Court held that a proxy-slgned 

contract of the Gu~rtermaster Corps wlth Swlft & Com~ny was a v~ild 

contract (U.S. v Swlft & Co. 270 TJ.S 12~). Howe~er, the court held 

In thls case that the Contract±ng 0fflcer had by actlons subsequent to 

the initl~l s~gnlng of the contract conf~rmed ~nd recognlzed the &uthorlty 

of his subordlnate. In other words the law of a general agency would 

not a~oply ~nd govermnent~l llab~i~ty in e~ch such c~se would depend 

on wh~t f~ct~ might develop ~fter the proxy-s~gn~ng of the contr%ct, 

which ~ould undoubtedly ~nvolve many ~eg~l entanglements ~nd complicated 

proof during a vur per~od when transfers and ne~ assignments of officers 

would be mo~t frequent. 

Before d~suuss~ng the present plans for war contract procedure 

a brxef consideration of war profits m y be of xnterest. Th~s N~txon 

• s g~ner~lly united mn the oo~n~on that ~f s~notnor ~r ~s necessary - 

there w~ll be no e~cesslve w~r profits. 

V~rxous theorxcs of ~ w~r profits t~x h~.vo b~en ~dv~nced. It 

w~ll be rem6~bered that the W~r Pol~c~es Comm~ssxon r~com~ended ~ tax 

of 9~% of ~ ~r profit above the previous three year ~vcr~g~. Thu House 
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durlng the ?Ath Congross passed ~ bill (H.R. 5529 introduced by ~Lr. 

~cSwaln) c~rrylng in ~ener~l t~rms ~ ~ar excess proflt t~x of 100 

per cont. The ~Tys Commltt~3 reported ~n ~nendment to thls bill 

t~xlng industrv all ~r proflt over ~.7% of the ~d@ustod decL r~d v lue 

of its capltal stock and a 100% of all personal incomes over ~lO,000. 

The Senate Finance Committee substltuted ~nd reported an ~mendment 

c~rrylng an undlstrlbuted proflt tax of ?7% and ~ r~ther hlgh rate on 

personal incomes, wlth low exemptlons. 

The War Dep~rtment h~s conslstently refralned from submittlng 

~ny particular ~ar t~x provislon under the premlse that thls is 

respons~blllty of the Treasury Department. Ho~ever, the Wsr Dep~rt- 

ment h~s maintained ~ strong attitude that a war taxation measure 

must not ~mpose so much of u bard~n on ~ndustry that the production 

of war munitions m~ght thereby be h~mpered, crippled or destroyed. 

As Secre~ ry of W~r Dern stated before a Congressional Committee 

"F~lure to produce munitions when needed m~y have to be p~d for, 

not ~n doll ~rs ~nd cents, but ~n l~ves end the consequences of pos- 

sible defeat." 

Kr B~ruch recently ~dv~sed the Nye Committee 'In . ll solemnity 

let me s~oy, there ~s such ~ th~ng as t~k~ng the profits out of war ~t 

the cost of losing the w~r. Ve should th~nk pe~ce, talk pe~ce, and 

act peace, but ~f war comes, we should be re~ay to f~ght ~t ~nd sur- 

vive ~t W~rs are never won, but they can be lost Let us at least 

~vo~d self-imposed defeat." 
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~he Senate Finance Commlttee recognlzed the~e prlnclples in its 

report on the Nye 0111 The Commlttee ~ald. 

"A tax law devised to yield revenue sufflc~ent to run 

~ w~r, should, in ~ddlt~on, be constructed so as not to hlnder 

the productlon of war m~terlals nor curo the lncentlve for con- 

t~nuous economic activity. I~iore than on any other occasion, 

In ~ tlme of war the marginal producer is as necessary ~s the 

lo~-cost large-sc~le producer. His productive ~ctlvltles must 

therefore be fostered ~nd m~ int~ined." 

Upon inl~1~tlve of the Amerlc~n Le61on, comp~nlon b111s wer~ 

introduced in the let Sesslon of the present Congress kno~n ~s the 

~hepp~rd-H~ll o~ll, ootn of which h~ve been raport~d out of the L~l~- 

t~ry Committees The Senate b!ll ~s now bofore the Senate F~nance Com- 

mittee for cons~der~t?on of the t~x pro~s~on The House I~l~t~ry 

Affairs Committee ~n M~y 1937, r~ported the b~ll (H.H. 6704) ~th a 

t~x provision which r~ads- 

"SEC 9. (~] During ~ny w r ~n ~h~ch the United States 

is engsgud ~here shall be In effect ~ system of tax~ tlon, whlch, 

%~thout provontlng & f~Ir normul retarn to i Dot, m~n~gomelqt, 

~nd ~nvested c~ p~t~l, such return to be f!xod b$ Congress, sh~ll 

~bsorb ~ii surplus profits ~bovo such r~tarn. 

(b) When~v%r Congress sh~ll docl~ru ~o~r, th~ S~cr~t ry 

of the Treasury sh~ll ~thxn thirty ~ys thoreaftor r~commond 

to tha Congless a plan of t~x~tlon (rctro~ct~v~ or oth~rw~se) 

m~k~ng effective the prov~smons of suoscct±on (~]. 

A 
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(c) To thls end the Secretary of the Treasurv is hereby 

~uthorlzed and dlrected upon the enactment of thls Act to cause 

a contlnulng study to be made from year to ~ear, wlth such in- 

vestlgat~on and acc~ulatlon of data as maj be necessary whlch 

would be the babls in formulatlng a plan of taxatlon as outhned 

by subsectlon (a) to be tr~nsmlttea to the Congress upon a declara- 

tion of war." 

Ab you know the Presldent h~s recently advocated t o ConGress the 

enoctment of "leglsl~tlon Limed ~t the preventlon of proflteerlng in 

tlme of w~r." 

~{r ~,~ y, the new Chalrm~n~ of the House Con~nlttee, has lust sub- 

mltted a substitute tax provlslon as Sectlon 9, whlch it is understood 

h_s the l~test Co~nlttee approval Thls substltuted s~ctlon provides 

"SEC 9 (a) Durln6 ~ny v,~r in whlch the Unlt~d steres 
i 

m~y be engaged there sh~ll be in effect a system of t~x~tlon 

which shall absorb ~.ll proflts ~bove ~ falr normal return to 

b~ flxed by Congress. 

(b) To thls ~nd the Secrot~rf of the Tre sury, upon 

th6 sn~ctment of thls Act, sh~ll c<us~ ~ contlnulng study to 

cb~ m de from year to ye~ r, wxth such investlg~tlons ~nd 

~ccumul~tlon of d~tc as may be noce~s~ly to formulate such 

plan of taxstlon. 

(c} The Secrct~ry of th~ Tzo~sury shll on th~ f~rst d~y 

of the Scventy-s~xth Congress ~nd e~ch succeeding Con6ress 
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tr~nsmit to the Congress c~ recommend~tlon for such plan of 

t~x~tlon whlch upon its ~doptlon by tho Congross shall b~come 

~Ifoctlve upon ~ decl~ratlon of w~r by tho Unltcd States." 

Should thls prov1~lon be enacted into l~w, thon the Tre~ bury 

Dep~rtment ~ould h~ve ~ m~nd~te to c~uso ~ contlnulng study of w~r 

taxatlon nd tr~ nsmlt ~ bill to Congress on the flrst d~y of e~ch 

succeedlng Congress. Thls mrnd~te would be comparable to tho statutory 

dlrectlvo to the Asslst~nt Secret~ry of ~,Lr to pLn for w~r procurement 

and industrlal moblllzatlon. 

Industry as a whole may now be qald to appreclate that another war 

will brlng only a normal proflt return, and that cooperatlon ~lll be 

extenaed on that basls wlth the hope and trust that producers will be 

protected agalnst lo~s and r~in. 

In vlew of the fact your recent Commlttee on War Contracts gave 

an able presentatlon of the subject, and you have recently heard a 

lecture by ~&~or ~cCross~n on modern appraisals ~nd v~lu~t~ons, I 

shall no~ only outline the present plans for w~r contr&ct procedure. 

~he policy of the Planning Br~nch ~s to follo~ pe~ce t~me forms ~s 

closely ~s ~v~r cond~tlons w~ll permit. The current procurement forms 

for ~nform~l centr~cts ~nd purch~ ~e orders ~ re ud~pt~ble to w~r pro- 

curement. The present ~dopted form~l w~r contr~ ct i orms h~v~ boen 

the subject of m~ch study by the Pl ~nn~ng Br~nch, snd by th~ ~r Con- 

tract Board which ~s a permanent Board w~th~n the W~ r De~rtment, 

the personnel being m~de up from officers of the Planning Brnqch ~nd 

from the v~r~ous supply ~rms and services. F~ve contr~t forms h~ve 
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been tentatlvely approved by the Asslstant Secretary of War. 

1. Contract for Supplies (Fixed Prlce}. 

2. Contract for Constructlon [Fixed Prlce]. 

$° Evaluated Fee Construct lon Contract. 

4. Evaluated Fee Construction Sub-Contract. 

5. Adjusted Compensatlon Contract. 

The forms now adopted do not carry the name of the contracting 

officer ~n the body o~ the contract. The preamble states that the 

Government Is "represented b~ the Contractlng 0fflcer executlng thls 

contract." Thls deslgnatlon in the ocdy of the contract is legally 

sufflclent, ~nd if slg~ed by an ~uthorlzed contractlng offlcer, the 

dlff~cultles encountered ~ith the so-called proxy-slgn~d contracts will 

be avolded. Termlnatlon clauses ~re now included In all w~r contract 

I orms. 

The flxed-prlce supply and constructlon contracts Lre in the maln 

the same ~s the pe~ ce tme forms ~xcept for ~t termlnatlon clause ~nd 

a flexlbl~ prlce clause rel~tlng to mEterlal ~nd labor ent~rlng into 

the particular prod~c±~on~ There ~s no doubt that the ~nclus~on of 

the latter provls~on w~ll encourage ~ormal and ~nformal compst~t~on 

~nd contractual n~got~at~on for a f~xod pr~c~. If the contractor ~s 

assured he w~ll b~ compensated ior radical price ch~ng~s he w~ll feel 

more ~ust~f~d ~n m~k~ng a set price ~greement. Tho Assistant Secretary 

of War r~cently spproved ~ recommendation of the W~r Contract Bo~ rd 

which has broadened the original provls~ons of thls &d~ustment clause. 
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The flxed prlce forms for the purchase of supplles and constructlon/ 

! are to be used where procurement may be based on competltlon or nego- 

tlatlon. In other words where peace-tlme procurement has lald a basls 

for wa~-tlme expanslon and a s~tlsfactory determlnahlon of a falr 

price can be had - then the flxed prlce forms may be u~ed. A thought 

in thls connectlon is that the Quartermaster General now plans to let 

cantonment constructlon contracts on a fixed prlce b~sls ~fter ±ormal 

or inform~l competltlon. This lllustr~.tes one of the developments 

in procurement pl~nnlng slnce the ~Iorld ~,ar, when ~ll such contracts 

were let on & cost-plus basls. It will be rememberud in connectlon 

wlth w~r procurement, thst the pc~co-tlme compulslon of form~l compe- 

tltlvo blddlng set out in R.$. ~709 Is not m dlrectlve to war-tlme 

contract procedure, but rm y be short cut In the dlscretlon of the Sec- 

retary of Vrsr, under th6 provlslons of the s~me st ~tute. 

~%ore competltlon is possible wlthln ~ procurement dlstrlct, 

more sstlsf~ctory rosults w~ll be secured by open b~dd~ng. Th~s ~s 

tru~ even ~mong ~lloc~tcd f~c~l~t~es where r~qu~rements ~t the t~me do 

not exceed the production capacity for the ~tom concerned. ~ ~r cond~tmons 

m~y change thu method of securing competition ~nd the number of pro- 

ducers av%~l~ble m~y be limited, but the policy of op~nlng o~dd~ng ~s 

sound ~na hould be ~osndoned only when the necessity of the s~iuatzon 

may so ~equmr~. The greatest &av~ntage of the f~xod price contract 

• s theft ~t ms the customzry method of do~ng b~s,ness. Other forms m~y 

seem sound theoretically but do not al~gs work out well ~n practice. 
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In the event a constructlon project zs not one suoject to a 

flxed prlce contract, then the use o± what has been ~pproved as the 

Evaluated ~ee Construction Contract is contemplated. Expanslon of 

exlstlng chezlcal plants ~nd alrplane factorles, and the bulldlng of 

plant ~ and ~ddltlons thereto nece~s~r2 in ordnance m~terlel productlon 

will ~rob~blv come wlthln thls category, if done at Government exp~nse. 

The Evp~l~ted Fee Constructlon form is in general modeled ~fter 

the cons%ructlon contracts usod durlng th~ l~tter pE~rt of the ~r 

and founa in ooeneral to %e s~tlsf~ctorv. The prhuclpal cnLng~ from 

the old form l~ t~e incluslon of ~ v~rloble f~e between cort~in per- 

cent~ge ~imit~t10~S, the s~dJustm~nt to be b~sed upon efflclency In 

perforn%~nc~ by the Contractor, vlz., speed of p~rform~nce, quality of 

m~nuf cLur~ ~ nd ~conomy of periorm~.nce. The Ev ~lu~_ted F~e Construction 

~uo-Contr ~ct e~tends th~ pr~nczples of Evaluated Foe Contract to ~ll 

of tho subcontractors. 

~ltDough the ~,(~r Dop~rtment pollcy z~ to u~e th~ f~xed przce con- 

tr ct ~ f~ ~s practicable, ~t zs cert~xn th r~ wzll be some s~t~txons 

hero = coqtr~octor w~ll not o~ in ~ pos~tzon to b~d ~ f~xcd ~rzce or 

one th,~ ~s s~t~sfactory to the ~ow~rnment. Th~ ~rt~cle m~y bo an 

~xtromely ~ntr~c te invcnt~on that h~s never b,~en m~nufacturcd ~n 

qu nt~t~. Conpl~te conversion of pLnts m~y bo required, for example, 

• f ~n ~tomob~l~ m~nuf~cturor were to manufacture ~rpl~nes Th~se 

~rc ~tu~t~on~ ~huro contr~ctors m~&ht be mor~ ~nx~ous to protect them- 

s~lvos h~nst loss th n to m~ke l~r&~ profits They ~y expect thn% 

tho Government w~ll take most of tholr profits through excess profits 
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taxes in any event, and for that reason mlght prefer some sort of a 

cost plus contract. For the~e ~nd ~Imllar sltuatlons there has been 

developed the Adjusted Compensatlon Contract• 

Your Commlttee has already analyzed thls form. I may say in 

brlef that thls for~ proposes to relmbUrse the contractor for the cost 

of the work, and pay ~ profit whlch is b~sed prlm~rlly on the property 

investment, that is, the value of the bulldlngs, m~chlnery ~nd faclll- 

tles utlllzed under the contract plus in.erest on ~ worklng capltal 

Addltlonal proflt r1~y be galned by a savlng betwGen the estlm~ted ~nd 

~ctu~l cost of productlon, the aot~l p~ument to be in general 25% of 

tho dlfference or potent ~l savlng involved. 

The Adjusted Compensatlon form represents conslaerable thought 

and consideration by ver~ous experts. There are numerous ~nstances 

in whlch it would undoubtedly be used as a workable contract. It was 

subjected to certain crltlclsm by the Nye Committee and has slnce been 

ch~ngea ~nd improv~d in some details. Its prlnclpal fault lles in the 

fact that ~ ~ ~dmlt that the form ~s to be used for the manufacture of 

~rt~cl~s about ~ h~ch there ~s llttle ~nform~t~on as to cost of produc- 

tion bv the fac~hty concerned, ~nd st~ll the f~rst ~ greemcnt necessary 

under the contract ~s ~n ~stlmate of cost ol l~bor ~nd m~t~r~l ~nd 

overhead necesmry to securo thls s~ne production In self protection 

the contractor ~s going to get those f~gur~s ~t ~ h~gh s~fcty m~rg~n, 

~nd ~s h~ ~lroady boen noted, a p~rt of h~s profit ~s 0as~d on 

percentage of t~e d~ffersnc~ b~tween th~ estimated ~nd ~ctual cost. 

The suggestion has been made by the promoters of th~s~form that 
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in cases ~here no tellable flg~re~ are available for g~laance in de- 

te~mlnlng the e~tlmated average cQbt of t~e wolk involved, the lapsed 

tlme of the contract may be llmlted to 4 or 6 months, so that ample 

opoor÷unlty may be 61ven to secure reliable cost data under actual 

~roduclng condltlons, ~hereb~ the contract nay be contlnued at the end 

of Its inltl~l p~rlod on a mor~ accurate basls. The dlfflculty with 

thls o~oposed arrangement i~ the ~m~oqslb111ty of m~k~ng ~ legal con- 
9 

tract for the total it~ms at ~ future flxed prlce. 

Thus it will be seen that the problem of adjust lng ~ w~r-tlme 

contrc~ct to meet thls p~rtlcul~r sltuotlon Is ho~v11~ involwd. A 

straloht cost-plus contract could never be def~ndcd s~nce our World 

~ar experience ~ ~th th~s form. Contracts b~sCd upon estimated cost 

of production h.v~ th~ ob~ct~on~ole profit f~stur~s 3u~t d~scuss~d. 

A f~xod unit p~of~t leaves no control ov~r m~nuf~ctur~n~ costs p~d 

by the Govornmsnt, unless ~ profit or p~n~lty foe b~scd on ~ nostmm ted 

price ~s ~lso prov~@ed. 

The L~£~l S~ct~on h~s completed ~ dr~ft of ~ supply contract to 

bridge the f~cld between th~ F~xed Pr~c~ Contr ~ct ~nd the A d3u~tod 

Compens ~t~ou Contr ~ct. Represent ~t~vos of the Tr~sury Dop~rtment, 

the Int~rn~l R~vonue Burc~, ~nd wrlous c~v~ll~n ~nc~es h vo been 

consulted ~n refer~nc~ to ~ts promul~ t~on. 

Th~ objective h~s been to dr_w o contract ~s s~mplo ~s possible 

under the clrcumst~mcos, to ~vo~d the necessity of b s~n~ th~ price 

on ~n est~m~ted cost of productxon, ~nd to d~do the profit ~nto 

elements ~h~ch m~y be controllod to f~t ~ p~rt~cuhr contr~ctu&l s~tua- 
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~lon Profit is based on rental of facllltles and a fee for management, 

the Covernment psylng the actual cost of work performed. The con- 

tractor t~en is assumlng no flnanclal rlsk in connectlon wlth hls 

man~f~c tu re • 

The management fee is based on a maxlmum and mlnlmam slldlng 

scale descendent upon ~peed ~n performance, quallty of work performed, 

and low cost conslstent wlth speed and quallty of productlon rendered 

to the Covernment. As the total cost of work (excluslve of r~nt~l) 

Incre~ses the pcrconts6es governlng +he fee or proflt decrease. Thls 

s~m~ prlnclole of compensation h&s alre~ay been ~pproved in the Evaluated 

Fee Construction Contract. 

The origlnal dr~ft of thls contract w%s submltted to industry 

through the v~rious stlpply ~rms' ~n(i servlces' field p~Inn!ng repre- 

sentatives. As a rcsult ~ ntlmber of changes h~ve been incorporated 

in the redr~ft ~hlch ~s now before the Judge Advocate Central for 

revle~ One of the prlncip~l uddltlons is a new sectlon provldlng 

for a board of aroltratlon composed of thr~e mumbGrs, one selectud by 

th~ Chle~ of Br~nch concerned, one by the contractor ~nd the third 

by the t~o rcpresent~tives ~o selected It is proposed that thls 

bo~rd will ~ct in an advlsory capaclty to the Asslstant S3cretory of 

War on cert~In ~tppeals permitted to the contr ~ ctor under the provls~on 

of tn~s section. Special <~uthor~z~t~on ~n ~ppropri~tlons ~ould be 

necessary to p~y the Government's shar~ of the ~xpenses of such & board. 

~mt ~e h~ve ~ttem~ed in tn~s new contract ~s to take vh~t we 

consider th~ best ~lements of the AdDusted Compensation Contract ~nd 

the Evaluated Fee Cons%r~ct~on Contract ~nd ~pply them ~n prlnc~ple 



to d sapoly contract for us~ ~hen the p~rtlcul r clrcumstEnc~ of 

m~nuf cture are not subject to ~ flxed prlco contr~ ct You w111 remem- 

ber t~ t clght dlff~r~nt estimates s~ro n~cess~ry under tDc Ad3ustcd 

Conpenso~tlon Coutr~ct -cost of m~t~rlal, cost of L~bor, co~t of 

overheard, co~t of n~w con~tructlon (if ~ny n~c~ss~ry), t lm~ of per- 

~ozm~ nc~, rohL~blllt~tlon, w~lu~ of f cllltl~s ~md depreclatlon. Thls 

new contract reduces the est1~ tes n~cess~ry to the l~st t~'o - v lu~ 

of f~cllltles ~nd d~precl~tlon, ~nd th~sc t~o r~y be ~djusted, w~ 

bell~ve, In ccorg nc~ ~th proc~dur~ ~nd practice mor~ or l¢~s r~cog- 

n~zed ~n, ~nd f~ m~l~,r to, the bu~n~s ~orld today. 

For the pa~t s~x months the Legal Section has, among other th~ngs, 

been ~tter~t~ng to draft an Army Order under section 120 of the National 

Defense Act (UTC ~0 ~0) ~n such form that ~t may not be repulsive to 

the m~nufacture ~n the ool~g~t~on ~mposed, ~nd permit the w~ys and 

means of adjusting and determln~ng a fair and reasonable prxce for the 

mater~al required. Th~s fo~m ~s now before the Judge Advocate General 

for cons~aerat~0n. It ~s hoped that ~t may eventually be coordinated 

w~th the Navy. Advancement ~n procurement planning ~n respect to the 

c~pecxty of v~r~ous f~c~l~t~es to produce the necesssry w~r m~terxel, 

th~ d~trzbut~on of the w~r los d, and ~nalys~s oy the manufacturer of 

the productxon whxch he h~s agreed to undertake mn the event of a 

n~tmonal emergency, has brought ~nto prominent consideration the use 

of such ~n order as ~ mesons of mutually ~rrlv~ng ~t & fair =nd reason- 

~ble price, ~nd of plao~ng v~thout deLy ~ legal order for production. 
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C ~ ~ 

Thr~e masns of price adjustment are provlded 

i. Fixed prlce by form&l or inform~ 1 hladlng, by ne- 

gotlrtlon, by executlve prlce flxlng, or by detormmr~ tlon from 

me r~et prlce or avollable co~t ~&t~. 

2. Provlslonal prlce to t~rmln~te into [ flxed prlce 

ithor aurlng the fulfillment of thG order or ~t its ter~in~tlon, 

thus supplyln@ the producer wlth necessary _gt~nds to c rry on 

productlon in the lnt~rlm nd l~vlng opon the opporttullty for 

nogot~t~on for flx~d price. 

~. Exp~rlment~ 1 production of ~ desl6n~t~d number of 

units on ~ fec b~ sls, with ~ flxed prlco thore ~fter for the re- 

manning un~|ts r~q~ir~d under the order. By th~s m6~ ns ~ le~ 1 

st~ tus ~s g~ven for the production of tho total numbor of 

units required. 

The dr~ ft of ordur no~ under cons~der~t~on follows. 

WAP DEPARTmeNT 

OFFICE O~ 

TO 

~_RMv OPDE~ NO. 
Dated 

SIR 
1 I n  ~ c c o r d ~ n c e  wz th  t h e  p r o v z s z o n s  o f  S e c t i o n  lZO o f  t h ~  N ~ t l o n a l  

D e f e n s e  Act  (U S .C .  50 80,  q u o t e d  i n  p ~ r t  on t h e  b ~ c k  o f  t h i s  page ]  ~nd 
cctlng under the dlrectlon of the Pr sldent of the Unlted St~t~s~ ~n 
order is hereby pl ~ced with yo%L under thc condltmons strt~d in sub- 
p~ra6rap~ (suDparagr phs nd are ellrlln~ ted ~ rd not ~ part 
h~reof) to furnlsh ~nd deliver FOB your 91~nt ~ t , the products 
~nd/or m terl~l n~edod bj the Army ~s speclflga in the shoots 
attached ~nd m~de ~ p~rt hereof. Compliance ~ith thls order is obllg~- 
tory under the law ~nd shall tcke preecdence over all oth~r commsrclal 
orders and contracts pl~ced with you. 
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. A pr~co of @ __por unit ~as b ~n determined ss ~ r~ason~ble 
price ~nd ~f ~cce~tsbl~ to you, psyment w~ll bo n~ de accord~n~ly ~nd 
sccept~nce of th~s price ~ll bo considered ss constituting a formal 
relo~so of ~ ll cl~ms ~r~s~ng under thins order. 

b. ~s ~t ~s ~mpr~ctmc~ble to no~ determine just compensation for 
the mat--er~al and/or products here~n specified, the f~x~ng of the price 
w~ll be subject to later defiem~nat~on by the Secretary of V~ar. Pendmng 
th~s determination you w~ll be pa~d a prov~s~onal price of $_____ per 
unit, wroth the understanding that such price v~ll not be considered 
ss hav~ng any bearing upon the prince to be subsequently f~xed as fair 
and lust. Any d~fference oet~een the amotu~t of such payment and the 
amount f~nally determined upon as just compensation will be pa~d to you 
or refunded by you, as the case may requmre. 

c. As ~t is ~mpract~cable to now determine just comp~nsatmon by 
s unit price, p~3~ment of f~rst units required under the terms of 
th~s order shall be the actual cost oi prod~ct~on plu~ a lump sum 
profit of ~'! .... (~rofxt clause not used w~ll b~ deleted and ~n~tx&led 
by officer lSSu!ng the order) plus a profit of ~er cent on 
s~d cost. Allowances under actual oost of proauct~on ~re defined 
under par=graph 1 of "Conditions" on back of th~s p~ge. Costs as thus 
def~nod sh~ll bo subject to Cov~rnmental approval by pr~or to 
payment tgsreof. Af~ r p~oduct~on on a cost b~s~s of the r~q~mr~d 
number el ~ems a~ores~d, ~ unit price shall be aeterm~nod by the 
Secretary of W r for rem~ ~n~ng production r~gulr~d under th~s order. 

2. Thls order must oe compiled wlth In ~nv event. If plsced in 
~ccord~ nce ~Jlth subpuragr~ph ~_, you s~re only roqulred t o Indlc~ t~ be- 
lo~ ~h~th~ r the prlce stated ~nd flxod is oocc3ptable or is not ~ccept- 
~blc. I~ not ~ccept~ble, ~ separate letter of comment ~nd qaEllflc~- 
tlon must ~ccompany the orlgln~l order theft is to be slgned by you 
nd r~turned If the order i~ placed under subp,~ragr ~ph b or c_, 

th~ orlgln~l ~s to be slgned ~ nd r~turned Do not m~/~e ~nj ~ltora- 
tzons ~n thls order Tn~ order must be blgned w~th the n~nne of the flrm 
or company eve± the tctu~ 1 slcn~,ture of ~n offlcer of the comp~uy or 
momb~r of th~ ±~rm, ~ ~th tho off~c~ml c~p~c~ty of the s~gner ~nd~cate~. 
Th~ duplicate copy ~s to be rot~ ~ned by you ~n e~th~r c~se. 

3. (Allowcnce lor fluctu~tlons in prlces of l~bor ~nd m~torlall 

4. ( Ch~ngG s ) 

5. (!nspactlon.) 

6. (Acc~pt~nco ~ nd paym~nt.l 

?. (Bosrd of Arbltrs~tlon.) 

9 (T~rmln tlon ) 

By d!rectlon of The Secret~ry of ~'~ r 
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(B~ CT< PACE OF ORD~I~R ) 

Extracts from N~t~on~l Defcnse Act 
(U S C. 50 SO) 

Sec. 120. IA~rch~se or Procurement of I~[~lltary Sapplles in tlm~ of 
~ctu~l or In~nlncnt ~lar.-fhe Pr~sldont, in tLmo of ~ ~r or ~Pen w~r is 
irmn!ncnt, l~ empowered, throu6h ta~ he~ d oi my dep~rtmont of th~ 
Govern/nent, in ~ddltlon to th3 present ~uthorlz~d m~thoas of purchase 
or procurement, to plgc~ ~n order wlth ~ny ~ndlv~au~l, f~rm, ~ssoc~- 
t~on, company, corporst~on, or organized manufacturing ~ndustry for 
s~ch product or m~terlal as may be required, and whlch is of the nature 
and klnd usually produced or cs~p~ole of beln6 produced by such indl- 
vldual, firm ~etc~. Comphance wlth all such orders for products or 
materlal shall be obllg&tory*~**and shall t~ke precedence over all 
other orders and contracts th~retofere placed ****and ~ny mndmv~dual, 
±~rm, ~tc.u 7 or the responsible head or hes, ds thereo± owning or operating 
any plant equipped for the ~nuf~cture of ~rms or ammunmt~on or pprts 
of ~mmtu%mt~on, or ~ny necessar~ sup~ol~es or equipment for the Army, 
~nd ~ny xnd~v~dual, firm, ~tc-._~ or the responsible he~d or he~ds there- 
of owning or operating ~ny manuf~ctur~ng plant, which ~n the open,on 
of the %ecretary of U~r sh~ll be capable of oe~ng readily trqnsform~d 
• nto ~ plsnt for the ma~uf&cture of ~rmo or ~mmtu~t~on, or ~ x~ts thereof, 
or other n~cess~r 2 suppl~es or equipment, ~ho sh~ll r~luse to g~ve to 
the Unxted ~t~tes such preference in the m~tt~r of the execution of 
orders, or who shell refus~ to msnuf~cture the k~nd, quantity, or 
quality of •rms or ~mmunmt~on, or the parts th~r6of, or <ny necess~ry 
supplmes or oqumpment, ~ s ordered by the Secrot~ry of V~r, or who sh~ll 
refuse to furnmsh such ~rm~, ~mmuz~t~on, or p rts of mmunmtlon, or 
other s~ppl~es or equipment, t ~ re, son< ble ~r~ce s~s aeterm~n~d by 
the ~ecret,~ry of ~,~r, then, ~nd ~n exther such case, the President, 
through the he~ d of any de~ rtment o± the Government, mn ~ ddmt~on to 
the ores6nt ~uthorxz~d methods of purch~s~ or procuremont h~re~n pro- 
v~ded for, ~s ~erooy author~zod to t~ke ~mmedm~te possession of eny such 
p]~nt or plants ~ .  

C OIKD!T IONS. 

(Draft ol order ~s d ch~rt w~s hofore the cl~ss ~nd ~n inform~ i ex- 
pio~ng t lOn follow ~d). 
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A brlef summary of a few legal declslons respectlng orders under 

sectlon 120 and the slmllar Navy Act of ~aroh 4, 191V, rosy be of in- 

terest. 

V~hat may be ordered as "necessary supplles or equlpmcnt for the 

Army"~ In a late declslon of the Supreme Court r~ndered in 1931 (In- 

ternatlonal Paper Co. v. U.~., 282 U.S. Z99] an Army order issued 

darlng the l~orld ~ar concernlng water power was upheld. In thls case 

the Court, speaklng through N~. Justlce Holmes, sald 

"Th~ Government has urged dlfferent deienses wlth varying 

energy ~t d~ffer~nt sta6es of the case. The latest to be pressed 

is that it does not ~Dpear that the actlon of the Secret~ry was 

authorlzed by Congress. vre shall 6lye scant conslderatlon to such 

r~pudlatlon of responslblllty. The Secretary of War in the name 

of the Presldent, ~ith the power of the country beklnd hlm, ~n 

crltlcal tlme of War, r~qalsltloned what w~s needed and got ~t. 

Nobody doubts, ~e presume, that ~f ~ny technlcal defect of ~uthorlty 

h~d been polnted out it would h~ve be~n remedled ~t once The 

Government exerclsed its power in the inter~t of the country ~n 

~n ~mport~nt m~tter, w~thout d~ff~culty, so f~r as appears, until 

the tnne comes to pay for what ~t h~s h,d. The doubt ~s rather 

l~te. v'e ~hall ~ccept ~s sufficient ~ns~er the r~f~r~nce of the 

petitioner to the N~t~on~l D~fense ~ct of June Z, 1916,****g~v~ng 

the Pros~dent ~n t~me of w~r ~o~er to ph~ce ~n obligatory order 

v,~th ~tny corpor~tlon for such product ~s may be required, which 

~s of the k~nd usually produced by such corporation." 



In the case of Ll~gett and Neyers v.U.S (27A U.S. 215) declded 

oy the Tupreme Court in 1927, the vahdlty of a Navy Order ior tobacco 

products w~s recog~ized as an order for "war materlal". These two 

cases speak for themselves as to the scope of authorlty whlch may be 

exorclsed under thls Act. 

The ~Tew York State Court of Appeals, the ~ ighest appellate court 

in that state, held in 1920 "that the Presldent had the rlght under 

thls soctlon to selze and operate plants for the m~nufacture o± y~rn 

and to selze all the y~rn in tho country, or that came into the country, 

~nd through ~ Government agency to control its use." (Crown Embroidery 

Works v. Cordon, 190 App. Dlv. 472, Sect. 194~1 Ikll. Laws 1929) 

An inport~nt advantage to th~ m~nufacturer res~itlng from the use 

of thls order is the lo~al rellef thus glven hlm from ll~blllty for 

bre~ch of contracts wlth prlvatc persons whmch he ms ungbl~ to carry 

out because of the Army order. As to the llablllty of the Government, 

the Supreme Court in 1923 p~ssod on a case (0mnla Co. v. U S., 261 

U.S 502) in whlch sult w~s brought agalnst the Government to recover 

d~m~ges resultlng from breach of a prlv~to contract oy t~e Allegheny 

St~ol Company due to requisition by tha Covernmont of th~ entire output 

of steel plst~ from that company for the year 1918. Th~ private con- 

tr~ct w~s ~ price o~low the n% rket ~ nd the ~ppell~nt cl~med a loss of 

~990,000. 

~@. Just lca Suthorl~nd speaking for the court ~n denying recovery 

s~id 

"The concluslon to be dr~wn from these ~nd other cases 
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~hlch mlght be cited is, th t for consGquentl~l loss or injury 

re~ultlng from i wlul go~orn~nont~l ~ctlo~, the l~w af±ords no 

remedy The character of the power ~xerclsud is not m~teri~l. 

~If, tuld~r ~ny power, ~ contract or other property is t ken 

for p~bllc use, th~ Government Is ll~bl~, Out if in0ured or 

destroyed by lawfal actlon, ~ithout a taklng, the Government is 

not llable. ~qast ~as here requ~sltloned ~as the future product 

of the Steel Company, ~ ~ .  

"In exercising the power to requls~tlon, the Government 

dealt only wlth t~e Steel Company, whlch company thereupon became 

ll~ble to dellver its product to the Government, by vlrtue of 

the statute and in r~sponse to the order. As a result of thls 

lavful governmental actlon the perlormance of th~ contract was 

renaered imposs~bl~. It ~s not &ppropr~ated but ended. 

"P~rt~os ~nd ~t subject-retorter ~ro necess~ry to th~ ex- 

istence of ~ contract, hut neither constitutes ~V p~rt of ~t - 

the contract consists ~u th~ ~gr~em~nt ~nd obl~g~t~on to p~rform. 

If on~ m~kes a contract for th~ personal ~rv~ces of ~noth~r or 

for the s~le ~nd del~verj of prooorty, the Gov~r~nent, by or~ft- 

~ng one of the p~ rt~ ~s ~nto the ~rmy, or by requisitioning the 

sub~ct-~rtter, does not ther~oy t~ko th~ contract.**** 

"~he Government took over dur~n~ the ~r r~Iro~ds, 

stool m~ll~, s~p y~rds, tole2hone nd t~logr~ph l~nes, the 

c~ p~c~tv output of f~ctor~os ~nd oth~r producing ~ct~v~t~cs. 

If ~opell~ ut's contention zs ~ound th~ Government t~er~by took 
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~tnd b~c~me llabl6 to poy for ~n appalllng numbor of ~xlstlng 

contracts for future ~ervlc~ or d~llvery, the performance of 

whlch its ~ctlon m~de imposslble. Tn!s is in~dmlsslble° 

Frustr~,tlon ~nd ~pproprl~tlon are ossontl~lly dlfferont tblngb." 

It Is im~ort~nt to note that under the l~ws in effect today the 

issu~u~c6 of an order unaer section 120 ~s the only legal means by which 

contr~ctor m~y avoid respons~o~l~ty of existing prmv~te contracts. 

In 191? the following op~n~on oi the Judge Advoc~ te Cenersl w~s 

~ppr eyed. 

"Under section 120 ***the mere placing of ~n order for 

the supplies or m~t~r~ls requmred ~s suffmc~ent w~thout the 

execution of a formal contract thorefor. No ~dvertmslng for 

b~as in ~ny fo~m whatever or f~l~ng of b~ds ~s necessary. R S. 

3744 ** ~o!e-~ not ~pply to s~ch contracts. (Sec 2055, Dig. 

Op. of tho J.A G.) 

U~ider Its pfOVlSlOnS, section 120 becomes effective "~n t~me of 

war or ~h~n wsr ~s ~m~nent" Advancement year by year ~n procurement 

planning Orlngs the War Dopqrtment and ~ndustry to &closor rel~t~on- 

shmp in ~ ~u~tual undorst~ nd~ng of w~ r procursment problems ~ nd respon- 

s~b~l~t~es. Ths r~cont Prcs~centl~l r~commend~t~on for the purchase 

of spool 1 m~cb~nory for ~r proauct~o~ to ~ugment the msnufsctur~ng 

c~p~c~t# of cert.~n f~c~l~t~s, snd the congressmen 1 ~pprov~l of 

educational orders wmll, ~f ~uthcr~zed, pl~c~ ~ d~rect responsibility 

~n the War De~rtment ,rid the f~c~l~t~us concerned for the ±ulfmll- 

mont of ~ defln~te war procuremont mission in the event of sn en~er6ency. 
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Purs n~lly I c~n seo nothlng repoll&nt to oJop~r~t1~n in Immcdl~tely 

placing ~n Irmj Order urdor scotlcn 120 f~r the requlrsmonts 

pl~nned, thus glvlng ~ leg~l ~t tus to immedl~te productlon p~r~- 

tlons. ~ f~ir and rcason~blo prlco s~t~sfsctory to th~ producer 

will be tho problem cf the moment. If tho form of order itself 

pr~vld3~ th~ n~cess ry berns ~ither fcr ~ fl~ed prlce or < f~ir 

mc~ns of establlshlng ~ flxod prlc~ accoptablo to the producer, th~ 

legal oollgetlon imposed by the order will be no dllferent than that 

assumed by a contractor in any war contract. In other words, if the 

oblicatlon is voluntarily accepted, there is no compulslon. Co- 

oper~tlon then ~ just as complete as In any other war contract. 

In closlng the sao3ect of w~r contracts, let me ssy this. The 

perfect contr~ ct in or out of the Army, is still to be dr~wn. If 

such an instrument were po~slble a large num0er of l~w office shingles 

~ould be lowered to half-staff. Of th~s I am s~t~sf~ed, ~owever. 

~ ~re oolng to h~v~ bettor contracts ~n s~nother ws~r th~n we had ~n 

the ls st. 

WAR EN~2~RGENCY LEGISLATION 

Lo~sl~t~ve propossls rol~t~ng to ~ndustr~ol mob~lmz~on mn 

t~me of w~r h~ve ~n the p~st fe~ years rece~ed consider bl~ Con- 

gress~on~l ~ttent~on and consmder~t~on. In April of 19~, a Special 

Committee on Investigation of the ~lun~t~ons Industry (known us the 

Nye Committee) w~s ~utnor~zed by the Son~te nd d~rected ~mong other 

th~ngs, to review the f~nd~ngs of the bar Pollcles Commission msd~ 

• n ~ts report of 19~2. Pursuant to th~s ~ens~to R~solut~on public 

6 

v 
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he%rlngs were held In ~¢ptemDor nd December of ±93A and throughout 

th3 flrst i months of 19~5. As ~ !esult our 19~$ Industrl~l 1[obmll- 

z&tlon P1 ~n bec~ne c~ ~b3ect of study, comment ~ 11d crltlclsm, ~ nd no 

sr ~l! ~mount of credit is duo our present Director of the P±~nnln6 Branch~ 

Colonel I{~ rrls, for hls efflclent und effectlvo expl~n&tlon of th~ pl~n 

nd its d~iense before the Com~nlttee wh~ro s~cn defense w~s found 

~ecess~ry. The so-celled Nye bill (H. R. 5529, 7Zlth Congress) e~me 

from thls Com~ittee, ~11d the lndu~trx i features of thst bzll were 

fln~ll$ ~ pprovod by the ~6n~te ~111t~ry Aff~irs Cormllttee in such 

form that thls section ms 11o%, incltlded in th6 ieglslstlve ~ itnex oi 

the 1956 Tndllstrl&l ~{O0111z~tlOn Plan. \hlle ~e nsy personslly 

dls~gr~L ith some of the prlnclples ~nnounced by cert~ ll~ mumburs 

~nd ass ~cl~ tes of the ~Tye Com%llttee, +he fact rem ~ ins th~ t ~ better 

u~dorst~ndlng of thu ~r~r Dep~rtrent's alr~S, purposes end pl~ns h~s 

~es~itcd from those hearings 

mhe %~ r ~nd Navy Dep[rtrents have s~pp~rt~d the sc-c~lled Shepp~rd- 

HIll Dlll before the plesent CDngross. Col~nel H~ rrls ~ppear~d before 

the Se±~tL ~nd house ~lllt~rv Aff its Cor~itt~s as the ~ar Dep~ rtment 

reprcsent~tlve on th~s leglsl tlon C~pt~in Allen ~ppe~red f~r the N~vy. 

Their testl ~uny r~ay be f>und in the prmn~ed he~rln~s ~nd you would f~nd 

it both intore~tln~ ~md instfllCtlvc, l~r B~ r~ch, Cancr~ i T hnson, the 

N~tlcn~l Colander ~nd the Leg~sl~tlvo Roprgsontutlvo of the ~orlcan 

Leg~on, ~nd others ~ll test~f~od in f~vor el the b~ll. The principal 

~pp~s~t~on c~me from peace nd "plnk" crg&n~z~ tlons and str~ nge ~s it 

m~,y se6m, these soc~et~e~ h~ve by org n~zed mls~nterpret~t~on, b,~en able 
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to m~qtor some OppOSltlon tO the b111. As a m~tter of f~ct, the 

'Vsr Department prefers thls bill, ~ith certain m~nor amendments, 

to the more detailed le~isl~tlon now set up in the leglsl~tlve annex 

of the l~dustrlal Moblllzat~_on Plan. 

The enactment el such a bill in time of peace ~ould glve the 

service ~ a sound legal bas~s for procurement planning, and avold con- 

fusion ~nd le~islatlve del&ys at the throe of an emergency. The con- 

trol~ extended bv thls bill ~re not m%nd~tory, but optlon~l in the 

dlscr~tlon of the Ples~aent ~t such tlm~ as ne m~j deem our n~tlon~l 

nd economlc securlty imp~rlled, a~ter ~ declaz~tlon of ~J~r by Congress. 

&uthorlty for price %nd w~ge controls, enforceable prlorltles 

~nd llc nscs, el lmlnati on of w~ste, ~uthor~ty to req~xs~t~on and com- 

mandeer on th~ "hom~ front" ~s I~ILr. B~ruch c~ lied ~t, ~nd ~uthor~ty 

to tr n~for tb~ duties and functions of wr~ous e~ecut~v~ agencies, 

aur~ng ~ n~tlon~l emergency, ~r< ull v~r powers of Congress ~nd not 

~ncludua ~n the w~r powers of the President. To h~vc p~rm~nent 

st tutus del~gs~t~ng tnes~ controls to the Pres~aent ~n t~mo of w~r 

nd g~v~n~ h~z discretionary authority to ~mpose one or more of them, 

if nec~ss ry, on }Z-a&y or thereafter ~s the s~tu~t~on m~y develop, 

r~ e~sent~ i measures of n~t~onal defense. In the ne~r future you 

~r~ to h vc ~ student con~ttee on the V~r ?owcr~ of the President 

end one on Price ~na Orofmt Control ~n ~m~ of ~r. At theft t~m6 

tne~o ~ntorestmng phases of ~ndustr~~l mobilization vmll, I am sure, 

rec~iv~ c~ relul cons~der~tlon ~nd ~bl~ presont~,ot~on. 
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In clo~ing m~ y I quote from the House ~[lllt~ry Affalrs Commlttee 

report on the Shepp~rd-Hlll bill 

"~the psossage of the bill would brlng to the ~ttent~on 

of other n.~tlons the f~ct that If we were ~g~in forced into w~r 

our ~Jhole economlc, lndustrl~l and fln~nclal llfe would be 

effectlvoly and efilclently moblllzca for the protectlon of our 

country, we ask psssage of this bill ~s one more important step 

to the gre~t goal of pe~ce." 
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