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THE ALTLOCATION DIVISION

SECTION I - INTRODUCTION AND WORLD WAR EXPERIENCE

1. Introduction. This paper deals with the Allocation
Division, Planning Branch, Office of The Assistant Secretary
of War., Collectively the duties and responsibilities of the
Division fall wathin what 1s termed the Allocation System,
which covers the allocation of productive capacily to meet
war-time needs.

The subgect of allocation is complex - complex in that
1t has so many ramifications, yet in principle allocation is
simple., The term as generally understood means the assignment
by proper authority of a facility in whole or in part to a pro-
curement agency for i1ts use 1n peace-time planning and war-time
procurement Please note in this connection that a facility is
a facvory, plant, or source of materiel 'rith 1ts pertaining
organization and equipment.

The allocation gystem heads up in the Army and Navy
Munitions Board, and covers both Army and Navy. In fact, 1t
goes beyond the services 1a that i1t considers civilisn needs,
For the guiding principles and the authority for allocation,
reference 1is made to the Industiial Mobilization Plan, 1936.
It 1s with the proportional division of industrial resources
betireen the Army and Navy and with the assigament of definite
facilities to an authorized procurement agency to meet its
needs that allocation is praumarily concerned.

It 18 well recognized that allocation is fundamental
in the framework on which all our procurement plans are built,
Furthermore, 1t 1s tne ke,stone in the arch for successful
industrial mobilization. We do not preteau, however, that 1t
1s a cure-all, It doubtlegs has meny impe:rfections, to same
of which reference will be made later.,

Let us never deceive ourselves into thinking that we
will ever have a perfect system or that we shall ever get to
that stage in plaaning “here all we need to oo 1s to press a
button in the evening aad production waill ve running snoothly
by mornming. I assure yov that if M-Day ever comes there will
st1ll be a premium on good judgment aa. ,Lard 1o~z DBut with
any weaknesses it may heve, I am convinccd that the system is
sound and workaole, furthermore, that it i1s absolutely in-
dispeansable to the timel; and orderly procurement of adequate
munitions in var,
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The followming remarks deal mainly with the system as
adninistered through the Allocation Division of the Plamming
Branch, This Division has been charged by the Munitions Board
1nth the responsibirlity for meintenance of the allocation
records.

Broadly speaking, the supervisory activities of the
Davasion cover the following:

« Survey of Production Facilities.

. Match Capacities to Requirements.
Distribute Industrial Load.

« Maintain and Publash Directories.

Iglclold

These responsibilities touch practically every phase
of procurement plaaning., Our work brings us into close con-
tact with the Munitions Board, nth the Navy, and with all the
other divisions of the Planning Branch., Of necessity, our
activities cannot be i1n a watertight compartment.

2. World War Experience.

a  Confusion Due to Competition. To find the reason
for an alToca¥ion system we need only to glance at World Var
experience, That experience was had more than twenty yeais
ago, yet 1t remains a most valuable lesson upon which to base
future policies. A post mortem in the light of that experience
discloses many things that could have been done before the storm
broke ocut in 1917 which would have eased the stress on the
economic structure., It also shows how things should not be done
1n a future emergency. This i1s egpecially true in respect to
the distrabution of the industrial load.

We are all familiar with the confusion caused by the
extreme commetilion betweea procuring agencies for preferential
treatment at the hands of a few preferred sources. Manufacturers,
under a cross-fire of conflicting demands, attempted to please
oo many procuring agencies, at home and abroad, and beceme
hopelessly overloaced, Promises vere glven which were impossible
of fulfillment. Some of the prime contractors sublet the major
portron of their contracts. In reality they became a secondary
line of povermmental nrocuring ageancies, extending the confusion,

What was the resull?
(1) Delay and loss of valuable time :
(2) Overloads on certain areas while capacity

-2 -

RESTRICTED



— e

i = e o hd ~ [ &w;;g

G et
RESTRICTED

remained unused elsevwhere, or was
devoted to non-essential production.
(3) Unnecessary congestion in traffic
(4) Undue costs, higher prices, exorbitant
profits in some cases
(5) Promises impossible of fulfillment.
(6) Great confusion.

b. Clearance of Qrders It was in the turmoil of
t.ais confusion thal the germ of allocation originated Early
in 1917, the General Munitions Board in an effort to relieve
the situation established the Clearance Committee. (See final
report of the Chairman of the War Industries Board to the
President of the United States, February 1919, pp. 12-13, U. S
Govt. Printing Office, Jashington, 1935)., Items in which there
were known shortages wvere cleared prior to purchase. Iater the
requirement of clearance was broadened to include all orders
which involved production in congested areas and all orders
necessitating new construction.

This method, however, was only an expedient pending
the creation of a more effective mechanism. Other agencies
came into being, By July 1918, the Commodity Section of the
War Industries Board took over the clearance function, The
Clearance Committee was finally displaced by a Clearance Office
which simply analyzed the projected orders and referred them to
the appropriate Commodity Section for clearance, the nature of
which depended upon the immediate situation in the commodity in
guestion.

Altogether there were some 29,000 clearances, 80% of
which were for the War Department, 15% for the Navy, and 5%
for all other agencies.

¢ Analysis., This method of clearance was applied to
orders as such, not to facilities. For the average order
neither the procuring agency nor the supervisory agency knew
what productive capacity was avarlable Time dad not permit
the collection of detailed information from industry. One of
the great handicaps referred to in the Final Report of the War
Industries Board was the lack of complete and flexible statis-
tics of the manufacturing resources of the nation To meet
that deficiency, a facilities division of the Board was created
and made a hurried attempt to obtain a working inventory of
available facilities The results of 1ts efforts, however,
were not satisfactory and pointed clearly to the fact that such
data must be collected and carefully analyzed in peace time in
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order that they may be made effective upon industrial mobili-
zation.

In defanlt of detarled information on facil.ties,
clearances were necessarily broad. At begt they merely re-
duced in some measure the areas of conflict. It 1s to be
remembered also that clearance by orders naturally forced the
coordinating agency into deteals which could have been handled
more properiy by operating personnel.,

SECTICN II - INITTATION OF A NEW SYSTEM

1. Analysis of the Provlem, Natwally those in author-
1ty gust after the World War felt that the system whach had
been used was not altogether efficient. Consequently, one of
the farst problems to which the War Department addressed 1t-
self was the formulation of a scheme for assuring adequate
provision for future emergency needs through some system of
centralized supervision divorced from detailed operataons.

It wag felt also, with due regard for strategic considerations,
that the procuring agencies snould spread the load evenly over
industry. Thas not only would tend to obviate undesirable
competition but would reduce the wastages due to 1dle capacity
and would mitigate some of the effects of the usual post-war
slumps. Associated with the desire to spread the load was the
general aim of safeguarding the essential needs of the
civilian population and industry at large and of providang
resiliency for the shock of any unforeseen contingencies,

It was 1n the light of these facts,emphasized in the
hard school of war, that Section Ha of the National Defense
Act came into being, Under thnt mandate, the attack on the
"what, vhere, and how! was inaugurated., It 1s the "whers!
with vhich allocation primarily i1s concerned, for allocation
answers that question This question of where to get the
1tems in the time and quantities required involves two main
considerations: 1. It 1s necessary to determine the capacity
of industry or of specific facilities avairlable and suitable
to perform the reguired proouction. 2. This capacity must
be apportioned egquitably among the procuring agencies, in-
cluding the Navy., If there 1s not enough existing capacity -
plants 1n being -~ surtable for the purpose to meet all
essential needs, then plans must be made for expansion or /
for new construction.
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On the one hand are the needs of the various services -
the gob, 1f you pleage, on the other hand, the industrial re-
sources or facilities -~ the means to do the job  Through the
allocation system requirements are tied to resources in an at-
tempt to secure a balance for those items which present serious
problems in procurement.

2. Purpose of Allocations, But allocation goes further,
More specifically:

a. It permits exact and desirable prearrangement by
the procuring agency and by the plant, for production of muni-
tions. Each allocated plant, forewarned of the task 1t will
be expected to perfoim, can now make preparations to meet it,
thus facilitating early production.

b. It permits orderly distribution of the war load,
especially initial production. Without such a system this
load might be thrown haphazardly upon the country in an in-
tensive and confused purchasing campaign when time 1s vital,

¢. Undesirable competition, especially for the out-
put of a single plant, 1s reduced to a minimum,

4. Allocation should also ease post-war readgustment,
since an effort 1s made to maintain a nucleus of civilian trade
in each facilaty. Essential civilian needs are safeguarded.

In other words, 1t permits us calmly to make decisions
and adgustments now vhich otherwise would have to be made on or
shortly after M-Day. Thalt i1s of tremendous importance

3 Decision to Allocate Facilities. Pursuant to the
mandate in Section ba 1t was decided, early in 1922, that
facilities should be allocated. How this wvas to be done and
by whom was a question that caused considerable discussion.
There was doubt at first whether allocations, especially to
the Navy, could be made except by a superagency. MNavy require-
ments obviously had to be considered, The Army and Navy Muni-
tions Board was established in June 1922, but was not in snape
to act on allocations untal about three years later. There was
no other higher coordinating agency in sight.

Colonel Yerguson, Corps of Engineers, then the Director
of Procurement, by-passed the issue in the following significant
declaration made on the 6th of February, 1922:
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"No matter how allocations are made, they will
be changed 1f they are not properly thought out
and made as free from error as possible, No
matter who makes them, we or a superagency, they
will be changed if they are not made properly."

Observe, 1f you please, that at the very beginning
18 emphasized the fact that all elements must be carefully
balanced in making allocations, otherwise they wall not stand.

It fanally was decided an 1922 that the 0Office of
The Assistant Secretary of War would allocate facilities to
meet War Department requirements. In any event, judging by
World War experience, the War Department could expect to
account for the major portion of the total industrial war
load. It was felt, however, that the War Department should
confine 1tself to half the productive capacity in any given
facility, the remanning capacity would be held as a factor
of safety for the Navy and for civilian needs. Several years
later, when the Nawy began to participate, this policy was
modified to provide for limiting the combined load on a given
facility to half of 1ts productive capacity.

On November 1, 1922, The Assistant Secretary
directed the Supply Arms and Services to requisition facili-
ties, A blank form was provided for this purpose which, for
each facility desired, called for a statement of productive
capacity and of load to be placed., It was realized that both
of these statements would be estimates only, Not until 1924
was there a real military mobilization plan upon which re-
quirements could be based, and since 1t 1s difficult to
approach industry without definite requirements, little
progress was made until that time, except to encourage adop-
tion of a military plan, More to the point, the really im-
portant thing was that the allocation system had been launched,

Allocations inmitaally were to be made for survey only,
tentative for one year. Those made, however, were nevelr re-
voked.

The first requisitions naturally were based on the
facilities which had served the several services during the
War, an unbalanced load drstrabution from the start vhich has
taken years to adjust., Fortunately, as we shall see later,
this condaition 1s now fairly satisfactory when load as a
whole 1s considered.

- B o
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SECTION IIT - ALLOCATED AND RUSERVED FACILITIES

1, Initaal Allocations. The first requisitions were
received 1n December 1922, and the imitial allocations vere
made in January 1923, gJust about sixteen years ago, The
first Dairectory of Allocated Facilities, published an February
1923, listed some 5,400 concerns,

In the same year an important policy, still in effect,
was announced (in Memorandum of November 13) as follows,

"The allocation of a facility to one supply
branch does not mean that another branch is
prohibited from getting supnlies from that
facility, but that the branch to which allocated
shall have priority on its output, and that all
demands of other branches on this facility must
be presented to 1t through, or by satisfactory
arrangements with, the branch or branches to
which 1t 1s allocated,"

The basic purpose of the policy jJust quoted was to
open the way for full utilization of the allowable capacity
of the whole facility,

2., Joint Allocations, However, 1t has always been
preferable, insofar as practicable, to allocate a facility
exclusaively to a single procurement agency. In this way the
possibility of conflicts should be obviated and the burden
of contacts on the facility reduced.

But from the beginning 1t was found necessary to
approve jgoint allocations, F¥rom time to time efforts have
been made to eliminate or, at least, inhibit them. At present
the policy 1s to discourage joint allocations and to sub-
stitute therefor allocation by capacity credrt, which will
be discussed later,

When a facility is Jointly allocated the Servace
having the basic allocation surrenders its exclusive anterest,
If the requirements of other services on the facility are
relatively small, 1t 1s preferable to avoird jJoint allocation
by placing their requirements through the prorurement agency
holding the original claim,

-7 -
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3, Bubgidiaries, Plants, and Divisions. Originally the
allocation of a facility included all of its subsidiaries and
plants, no matter where located. Consequently, in many cases
the allocation was so braod as to permit undue conflicts,

In 1931, 1t was announced that the allocation of a
facility included the plants and division operated directly
under the main office, but did not include corporate sub-
sidraries.. This policy is still in effect. In fact, 1t has
recently been extended to encourage plant allocations. Sepa-
rate allocations of plants are particularly to be preferred in
the case of important plants widely separated or situated in
dufferent procurement districts, and in which the main office
of the controlling facility permits direct planning contacts
with the plant. Allocation by plant not only facilitates de-
tarled planning for production, but also affords a better
supervision of load distribution, showing the production in
the spot where 1t actually i1s located,

4, Restrictions on Numbers of Allocations. Naturally
at farst there was a rush for facilities, By the summer of
1925 the Services had requested and had been given more allo-
cations than could be surveyed. Many of those granted earlier
had gone out of business and cancellations were in order,

Accordingly on October 7, 1925, the branches were
required to furnish "A Priority List of Essential Items" for
which procurement plans would be prepared. Allocations were
to be limted to facilities required for these essential items,
A rating of at least "A" ($100,000) in Thomas' Register was
also stipulated for allocated facilities, except i1n special
cases This limit has since been reduced to $50,000 These
policies were not strictly followed.

It 1s the policy to restrict allocations to those
items or commodities which present serious problems in pro-
curement. Where potential capacity is greater than four times
the combined requirements of the Army and Navy, and where the
requirements do not i1nvolve substantial amcunts of strategic
or critical materials, allocations are not ordinarily made,
These rules, of course, are not ironclad and must be epplied
with reason.

On May 25, 1927, the Office of The Assistant Secre-
tary made an important pronouncement in disapproving a request

to place schedules for a small number of insignificant com-
mercral items. It stated that "A listing of sources of supply

-8 -
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for minor requirements of strictly commercial items in lieu of
accepted schedules of production is heliéved to be adequate
for the purpose of procurement planning.! (For further his-
torical details in the development of allocations, see Lecture
on Allocation System, February 23, 1937, A,I C., pp. 89 )

It 18 neither necessdry nor desirable to allocate
specific facilities to produce all the reguirements. It is
estimated that fully a third of the Army's requirements in
time of war should present no real procurement difficulties.
Most of the material that i1s of a commercial nature can be
procured in time in the usuval manner under competitive bidding.
It 1s desirable, of course, to obtain competition wherever it v
1s practicable to do so It ig mainly for the technical items
with no commercial counterpart or where there is a shortage in
capacity and serious procurement problems will be encountered,
that allocation 1s made, for example, to cover items like guns,
military aircraft, ammunition, fire control instruments, gas
masks and special motor vehicles,

It 1s also desirable to allocate sources of certain
contributory materials, examples are machine tools and gages,
without which mass production of critical munitions would be
impossible, Other examples of important contributory items
are woolen cloth, duck and webbing, rubber goods, aluminum
products and steel products, For basic raw materials, how-
ever, like coal, i1ron ore, copper and cotton, allocation 1is
not generally made Plans for such materials fall under the
Commodities Division of the Office of The Assistant Secretary
of War and wll be covered in a lecture by a representative
of that Division.

The priority of the item determines whether alloca-
tion 1s necessary No dastinction 1s made between primary
and contributory items, nor whether the supply arm or service
or the prime contractor wnll place the contract In other
words, 1t 1s difficult to draw a strarght line, to set up any
hard-and-fast rule to separate those items which should be
controlled by allocations from those for which allocations
are not desirable Especially i1s this true in respect to
components entering into the finished item. ZFach case must
be weighed on 1ts own merits, due consideration being given
to the importance of time coordination of the productive
program,

To 1llustrate* The Quartermaster Corps has a
facility allocated for production of special motor vehicles

“9-—
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in the Detroit area. This facility in peace time obtains its
chassis frames from another independent concern near by, and
1t desires to do so in war time, Therefore, other things being
equal, 1t would appear desirable to allocate the independent
concern to the Quartermaster to safeguard this contributory
source to the prime contractor. Yet it would seem unnecessary
to allocate the sales agency from which the prime contractor
procures his paants, or the public utalaty from whach he gets
his electricity.

5, Contributory Requirements. The question as to whether
commodities like machine tools, basic steel, aluminum products,
and optical glass should be controlled through commodity com-
mittees or by allocation 1s a matter for careful study in each
case, In this connection reference i1s made to the allocation
bible, "Planning Branch Circular No. 1%, for the guiding policy
on borderline commodities, It states, in effect, that for
basic raw materials, allocations are not generally made, Allo-
cations are granted, however, for essential contributory re-
quirements in comnodities which present serious problems in
procurement and which are produced by mamifacturing facilities
subject to daversion to less essential needs.

Such allocations are contingent upon the practicability
of making a reasonable division and assignment of the available
capacity to the procuring agencies This normally is decided
upon the recommendation of commodity or allocation committees
on which all interested procuring agencies have representation,
Then the plans have progressed to the point where a satisfactory
davision of capacity can be mace, the problem then falls within
the purview of the allocation system for administrative control,
In such cases, commodity committees normally are continued in a
fact-finding and advisory capacity, Typical examples of com-
modities handled 1a this way are machine tools and basic steel,

A large group of former allocations have been cancelled
covering such raw materials as manganese, cooper, cotton linters,
coal and coke, as well as some semi-finashed products that
rightly belong under the gurisdiction of Commodity Committees,

Items thus released from allocation control include
building materials such as lumber, cement and plumbing supplies;
petroleum products, including gasoline, kerosene, lubricating
and fuel oi1l, paint and paint products; and office supplies and
equipment like paper, pencils, and furniture.

- 10 -
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Allocations in the great majority of cases are con-
fined to potential manufacturing facilities Sales agencies, ,
Jobbers, and amporters are not ordainarily allocated, neither
are govermmental facilities and facilities outside the
continental limits of the United States.

The following might constitute an exception. The
Munitions Board recently divided the shoe capacity of the
country between the Army and the Navy. One source apportioned
to the Navy for shoes was the Federal Penitentiary at Leaven-~
worth, Kensas Also the optical glass capacity of the Bureau
of Standards has been assigned to the Navy.

Initially allocation of some of the more complex
facilities was suspended pending study, and the development
of requirements. For example, General Motors was not released ;
until 1927, the U, S Rubber Company, 1928, and L. S Starrett,
1932, General Electric, Westinghouse, and Standard Oil were
suspended in fact until the YReserved Facility" category was
established,

6. Reserved Facilities Thus far the discussion has
been confined mainly to allocations made outright, as in the
case of facility assigned wiwolly to a single service, or
Jointly to two or more services., I would like to explain
now braefly the category knowmas "Reserved Facilities "

There are two classes, first those reserved by the
Munitions Board - so-called ANMB Facilities, in which both
Army and Navy have an interest, and secondly, those reserved
by the Office of The Assistant Secretary of War - that is,
OASW Facilities, in which usually more than two Army supply
agencies have an interest. Allocation of the productive
capacity in these cases is made by granting capacity credits,
especially applicable to certain large facilities in which
all services inevitably will have requirements.

In the case of large complex organizations, pro-
duction 1s so interdependent on common "bottle-necks" and
other common factors that the resolution of conflicts through
single or Joint allocation i1s impracticable., The farst step
was to group such facilities for special treatment. These
included basic steel, the machine tool and gage facilities,
and others gointly allocated in which three or more services
were interested. They were listed separately under the two
reserved categories to which reference has been made.

~11 -
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7. Capacity Credit. Of course you understand the term
Hreserved" does not mean that such facilities are not avail-
able 1n peace time to the procuring agencies Once the pro-
ductive capacity of a reserved facility has been estimated,
portions of the svailable capacity, commensurate with thear
needs, are assigned to the services upon request. To these
portions of productive capacity is applied the term "capacity
credat M

It 1s now felt that, in general, where two or more
services have or may have important interests, allocation
should be by capacity credat. This form of allocation paved
the way for a fuller utilization of the available productive
capacity and for more effective coordination of the separate
demands by a system of central control. It 1s especially
applicable in situations of indefinite or rapidly changing
requarements, where maximum flexibility with centralized
control is desirable,

8. Analysis. Perhaps the greatest disadvantage of the
allocation system applies to administrative control after
M-Day, especially 1f the system i1s carried too far. Scme
people would allocate for everything - others for only the
most critical items. Between these two exiremes 1s a twalaight
zone through which reason and good Judgment must point the way.
Excessive allocations may bog down i1n red tape As alloca-
tions are increased, the opportunity for free competition de-
creases, Negotiated prices that are too high wall bring public
condemnation, those which are too low will discourage effective
production, Allocations, in order to stand, must be sound and
Justifiable before Congiess and the people.

SECTION IV - SURVEYS AND SCHEDULwS OF PRODUCTION

1  Questiomnaires To meke intelligent allocations,
not only must reguirements be known but also 1aformation as
to what the individuwal facility can do is essential., It 1s
necessary to find out how much capacity there is and where
1t 18 located Plants must be studied and the management
must be consulted. Obviously, not all firms are suitable for
meking munitions, nor is 1t desirable for some of them to
attempt such production. The first method used in an effort
to get this wnformation was to flood industry with question-
naires relating to shop equipment and productive capacity.
In many cases, especially in the larger concerns, it would

HESTRICTED



ket i e el NS dhe wlaalidhs
ittt

G4

have taken considerable time and energy to compile the informa-
tion requested. The reaction from industry was not favorable
and some concerns complained to the Secretary of War In May
1923, the use of questionnaires was forbidden Thas ban i1s
st1ll in effect.

2. Bureau of the Census -~ - General Information As an
alternative 1t was thought at one time that the Bureau of the
Census could be used to assist in surveying industry. Late in
1925 the Burean sent out special forms to some 15,000 facili-
ties, each havang a value of product of $500,000 or more per
annmum. The facilities were asked to state:

Priacipal commodity produced during the war
Amount produced.

Present status.

Type of work for which best suirted.
Alterations necessary.

»

loteioloty

.

The reports were received in 1927 and resulted in
some 500 new allocations

A second Census canvass was made fram 1927 to 1929,
but proved of little value, A third, inaugurated an 1929,
completed in 1931, obtained certain ianformmation regaraing
sk1lled labor for the Navy and the Ordnance Department, but
was of no great importance

Some assistance as to capacity and distribution of
industry 1s also obtained from time to tame in publications
of other Federal Departments and of State Govermments.

3., Territorial Decentralization, ZIExperience has shown,
however, that for a detailed study of individual facilities
requasite for plamning as well as for procurement in war time,
a territorial decentralization of activities is essential,
Accordingly, each of the services responsible for actual pro-
curement has divided the country into procurement dastricts,
the nmumber and boundaries of vhich have been set to meet 1ts
particulacr needs,

In the typical dastrict there 1s a skeletonized gtaff
consisting of the District Chief, usually a prominenl business
man residing in the locality who may or may not be a reserve
officer and who, incidentally, 1s a dollar-a-year man, giving
of his time voluatarily, an Execubtive Assistant who 1s a
regular officer of the branch concerned, and the necessary

- 13 -
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clerical help. The district organization i1s maintained for
two very important reasons

a. To survey industry and to meke a detailed

- survey and study of each plant to be used
to produce mumitions,

b. To form a nucleus for expansion in case of
war for decentralized procurement.

4, Survey of Iadustry. The Regular Army personnel at
the several district headquarters are literally on the
"firing line," for 1t is through them that the great magority
of contacts are made with industry. They are the educational
and sales agencies for procurement plaaning and 1t 1s through
them that good will, so essential to effective industrial
mobilization, 1s built up. By the procedure known as "survey"
they acquire deteiled information relative to a facility's
equipment, 1ts capacilty, and prospective surtability to
produce items requared by a procuring agency,

Unallocated and Reserve Facilities may be approached
freely. Those allocated to another procuring agency may not
be approached without prior arrangement wath the procuring
agency to which allocated. Up to about four years ago, in
order not to antagonize indugiry, surveys could not be made
until facilities had been allocated. The normal cycle was
requisition, allocation, survey and then cancellation or
nlacement of schedules. This resulted in much wasted effort,
The present policy, with more experienced personnel in the
field, 1s to permit preliminary survey in advance to deter-
mine suttability before allocation This policy not only
has facilitated planning in the districts but also has
obviated ruch useless work,

We attempt, so far as pract.cable, to arrange for
Joint surveys and to present combined requirements an im-
portant facilities at one time., In some cases, especially
where two or more executives are stationed i1n the same city,
they act as a jJoint commitiee to handle certain problems,
Joint production studies have been made of General Motors,
Bausch and Lomb, Budd Menufacturing Co., Murray Corporation,
International Harvester, and others

Let 1t be remembered in passing that survey of
industry touches one of the vital elements in procuremeat

planning, It wall be recalled that one of the great weak-
nesses at the beginning of the last war was the lack of

w 14 -
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comprehensive statistics on manufacturing facilities, It 1s
desirable to have a complete and up-to-date survey ab all
times, not only to facilitate 1nt§§3".1genf and equitable alls-
cations but also to furnish dats for the utilization of
competitive bidding when in the jnterest of the Govermment,
Obviously, the survey work is a contimung function, This is
necessary because neither reqmrements nor resources can re-
main fixed, Policy calls for a survey of all allocated
facilities at least once every three years, It must not be
forgotten, however, that surveys entail a great smount of
work and are restricted by fiscal lumitations. Inquiries
disclose that in the districts more time i1s devoted to surveys
and locating prospective facilities than to any other activity.

The supply arms and services, having computed their
needs under the mobilization plans set up by the General Staff,
gpportion these requirements to their several districts, In
doing this they attempt to spread the load as evenly over the
country as practicable, Based upon the date which they have
avallable, or upon additional surveys 1f necessary, the
districts search out the facilities best suited to do the
Job and submit requests through their branch chiefs to the
Planning Branch for definite assignment of the plants. These
requests usually come in on special forms,to which reference
again will be made, When the requests 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 if 850, adjustments are made.

If there i1s shortage of capacity, as in the case of
certain cratical items, 1t sometimes becomes desarable to have
special studies made by allocation committees on which each
interested servace is represented, Notable examples where thas
has been done are in the cases of aeronsutical materiel,
machine tools, and powder and explosives. In such cases, of
course, 1t 1s very important that the capacity be davided
equitably in line with military priority. Attempt i1s made to
meet requirehments with existing plants, but in some cases 1t
1s necessary to plan for expansion or for new construction.
Special studies have been made by the Construction Division
of the Planning Branch, and the areas where there is liable
to be congestion i1n the burlding industry have been spotted.
Any new construction is kept out of these areas as far as 1s
possible to do so,

5. Accepted Schedules, After the plants are selected
and the allocations approved, the requirements on each
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facilaty are finally submitted to the menagement by the districts
on vhat 1s termed a "schedule of production " The management's
signature to this schedule indicates the willingness and ability
of the firm to produce the items at the rates prescribed, The
"Accepted Schedule of Production" is the link which actually ties
in the requarements with the resources.

These accepted schedules perform a very important
function True, they are not contracts, nor do they bind the
Government or the facility in any way. But they do afford an
incentive and fix definite objectives for the facility to plan
1n detail, and through the close contacts thus afforded, the
elements of cost may more readily be studied 1a the development
and application of war-time contracts which should protect both
industry and the Govermment, Determination of prices by nego-
tiation at the outset of the emergency will be facilitated.
More important, perhaps, 1s the fact that through these schedules
industry becomes conscious of our requirements and our problems

A large number of prospective facilities have been sur-
veyed., The work has been in progress almost continuously since
the World Tar. From among this numoer some 10,000 firms have
been selected and are now oa the allocated list, Thousands of
these, wathout any obligation on the part of the Government,
have taken the preliminary steps incident to production., Many
have prepared factory plans, They have cataloged the addi-
tional machine tools required, they have studied their sources
of raw materials, and they have made plans for conversion and
expansion fram their normal products to the noncommercial
military i1tems., In many instances reserve officers have
rendered 1nvaluable asgsistance i1n the preparation of production
studies perteiming to their oun orgamizations Without alloca-
tion these essential activities could not well be accomplished,
This preliminary work will save months of vital time in start-
ing production. In all these activities the War Department has
recewved wholehearted cooperation from industry.

It 1s to be noted that the survey of industry oy the
Wear Department 1s performed by the supply arms and services in
accordance with policies formulated by the higher echelons in
the Allocation System, In allocation, the higher echelons are
concerned primarily with matters of policy, davaision of capacity,
assigmment of facilities, ana general supervision over the
dastribution of load, -

- 16 -
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SECTION V - LOAD

Let us turn now to a consideration of load, one of the
most d1fficult, yet one of the most vital, elements in the
whole allocation system,

1, Purpose. The purpose of recording the industrial
capacity W 1lized by the several procuring sgencies 1o to

afford:

2. A broad picture of the war load to be placed on
industry,so that sultable distraibution may be assured,
corversely, an indication of the industrial capacity remain-
ing aifter the load has been placed, and 1ts location.

b. 4 check on the load placed on individual facili-
ties or industries to insure that they are not unnecessarily
overloaded, that a prooer reserve is maantained, and that
civr lian needs are considered.

C. An 1indication of the amouut of conversion, ex-
pansion and new cnstruction that will be required to carry
the load.

d. Data for analysis of the problers of labor,
power, construction, and transportation.

2 Potential Capacity. Load is the proportion of the
potential capacity of a facility which will be used to meet
war-time requiremenvs. Potential capacity, which 1s the
maxamum oi.put of an existing facility, is taken as the base
against vaich 1oad 15 commuted, This oese 1s given an index
value of 2E0 noints regardless of the aumber of shifts or
hours that the facili*y can be onerated. It is assumed that
in war time the great magority of facilities can run on a
24-hour basis, usually three 8-hour slufts. Since three
8-hour shifts are taken to be egquavalent to two and one-half
times one ghift, the 250 point index 1s based essertially on
the scale: 1 shift equal to 100 points, 2 shifts, 200 points,
and 3 ghifts, 250 puints.

3. Reporting of Load., The load is now reported sera-
rately for each 1tem under two categories, namely, 1tem and

Elant

a. ltem Load 1s the number of points of capacity
out of 250 potential in any given item which 1s to be

- 17 -
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abgorbed in meeting a gives schedule, For example, suppose
that ve have a facility producing only two 1tems, shoes and

overcoats, and that the war laad takes the méxamom output from

the shoe department. The 1tem load for thig commodity then
would be 250 points.,

b. Plant Load,on the other hand, is the proportion
of the 250 points potential of the whole plant which 1s to be
apsorbed i1n meeting a given schedule, In the illustration
Just mentioned, 1f the pioduction of shoes absorbs one-nalf
the activities of the whole facility, and we take all the
snoes, then the plant load for shoes would be half of 250, or
125 poants. (Ex%lblt HAR 1llustrates method of cemputing and
reporting load.)

¢ Commodity Symbols, Item loads gke grouped into
general categories to correspond with subdivisions of pro-
ductive andustry., To each commodaty group is assigned a
commodity symbol consisting of & combination of letters on
the plan outlined i1n the Federal Standard Stock Catalog.

4. Verification of Loads,. In spite of the importance
of load, 1t appears thal no successful effoct to obtain
comprehensive data thereon was accomplished until 1935, On
October 1 of that year the SAS rendered load reports far all
their allocated facilities. Reports of changes i1n old loads
and reports for new loadings are now being submitted as they
occur. Trivial load changeés are not reported.

All loads are required to be verified at least once
every three years. Allocations i1a force for more than five
years and against whaich no load has been reported are con-
sraered as potentially available for cancellation and re—
assigament,

5, Iamitation on Loads, Almost from the start, con-
sideration has been given to limitations on load. Ia 1926
1t was suggested that a factor of safety ve reserved 1n each
allocated facility, and in that sane year the SAS were re-
quired to report all facilities being loaced in excess of
half thear peace-~time capacity Ia 1932, loads wers limited
to half the productive caracity except in specific caces
authorized in advance, This polacy,fath certain modifica-
tions, 1s still in effect, Any capacity added by plant
expansion or nev construction may all be taken for the
military program, ;

- 18 -
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By proper sunervision in the higher echelons, a
reasonably even distribution of load over 1adustry 1s assured
Indavidual plants are not loaded beyond allowable capacaty
Ag a result the load as a vhole 1s nor fairly well distributed
There should e no vicious competition among the procuring
agencies for the output of a siangle plant as was so prevalent
n the last war Overloading of plants and areas will be re-
duced to & minamum

SECTION VI - ARMY AND NAVY MUNITIONS BCARD

1. Nevy Participation Let us examine now some features
of Wavy allocations, The Army and rVavy Munitions Board ves
established in 1922, but made no allocations until about three
years'later. In 1925 one of its committees agreed to jJoiat
allocation of seventeen facilities, the first to the Navy
From that time oa allocations to the Navy increased, yet 1t
1s only within the lagt few years that they have assumed real
significance

The past year has seen a greatly increased activity
on the part of the Navy, To secure a proper balance betueen
the Army and Navy will require a great deal of give and take
and coordination through the medium of the Army and Navy
Munitions Board Productive capacity must be equitably
apportioned. In case of conflict, military priority set-up
in var plans and by the Joiat Board will govern  Thas waill
mean ultimately a readjustment of many of the Army alloca-
tions and placement of additional facilities in the Reserved
(ANMB) category, as has been done already in certain cases
(Exhabat "D-1" shows facilities by categories and changes
during past year )

2. To 1llustrate, let me mention the medical, shoe,
aeronautical (to cover asroneutical requirements also on the
automotive industry), gage, maccine tool, ontical and ore-
cisiloa iastruments, ana steel fecilities 1a vhich the
capacity nas been anportioned anu recorded, Allocation sub-
committees are nov at vork on airplane bombs, blankets,
powder anc exdlosives, radio equipment, shell forgings, wire
and cable, 71 ruober goods, all types. Davision of capacity
in some of these categories will be made 1an the very near
future (For further discussion of the foregoingz items, see
lecture on the Allocation System, February 23, 1937, A.I C.,
pp 17-18 )

- 19 -
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3. It seems approoriate at this time to single out four
extremely important categories for a little more discussion.
Reference is made to aeronautical, machine tool, optical and
precision 1nstruments, and powder and explosives,

a. Aeronautical Facilities. As regards proauction
of aircralt a division of capacity vetveen Army and Navy of
orimary aircraft facilities has been made essentially on a
50-50 basis. Thig 50-50 policy also holds wath reshect to
airplane parts manufactures. The division of airplane facili-
ties was made upon the recomnendation of the Aeronautical
soard, and the policy was folloved by the Munitions Board to
allocate facilities as far as practicable outright to the
services, The Acronautical Board has a standaing request to
coasider continuously all current ' ork and make suitable
recomnendations vhenever a chanze in allocation status becomes
desirable. During the past year a recommendation came through
Ifrom the Boara that the Cuitiss Aeroplane Division, Buffalo,
and the Glenn L. Martin Comoany, Baltimoie, be changed from
single allocations to reserved .acilities vath a 50-50 capacity
credat for each service (Aeronautical Board, Case No. 85.)

The Aeronsutical Board hay submitted also i1ts recom-
mendations to cover aeronauticol loads to be placed oa certain
large autcmotive conceras., After considerable study and some
changes, the loads were aporovec by all concerned. This was
an umortant accomplishment and opened the way for detailed
asronaublcal planning with the automotive facilities 1n
question (Aeronmutical Board, Case No. 84 )

b. Machine Tools., Outstanding in our work with the
Navy during 1938 viere the agreements oa the division of
capaclity for machine tools, and for optical and precision
instruments. (For further details on the division of capacity
for optical and precision instruments, see Report of Sub-
committee, Army and Navy Munitions Board, on Cptical Instru-
ments, March 21, 1938 } In comnection wath machine tool
allocations, we hao a two-day conference in Janvary vith
representatives of the machine tool industry, during which
the vhole problem was carefully considered. The National
Machine Tool Bualders'! Assoclation a.reed to send out ques-
tiomnaires, which we helped to prepare, to get the actual
production of each firm from July 1, 1936, to June 30, 1937,
by types and sizes, and the estimaled potential capscity.
The output over the period mentioned shoula reflect quite
vell the war-time prouwuction, since the industry durang that
period was runaing at maximum capacity As a result of this

- 20 -
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extensive survey ve have on hand in the Mun.tions Soard a mass
of valuable data on this industry which is no being analyzed
in the light of our requirements, with a view to further
corrective measures and adgustments wherever necessary.
Similarly, we are utilizing certain other trade associations
and. technical socireties in connection with allocations iasofar
as 1t 1s practicable to do S0y

But irrespective of peace-time allocations for
machine tocls, our olans provide for central coatrol in war
time, It 1s anticipated that wmithin a few hours after M-Day
the Tar Service Committee for this radustry viill be in esh-
ington to sit domm with corresponding personnel of the Army
and Navy to reallocate or reapportion the capacity in accord-
ance with priorities dictated by the situation at that time

c. Povder and Explosives., These items, and the
presses and special machinery necessacy in their mamufacture,
present a critical problem in war time At a recent coanfer-
eace with The Hyoraulic Machinery Manulacturers Associration
a working committee consisting of represeatatives of the
industry and of the Army and wavy was created to study the
subject of hydraulic machinery, 'nth special refereace to
forging presses, and machinery for mal ing, povider sac explo-
sives The Association also agreed to swivey i1ts iadustry
for the Army and Javy and submit the reports to the Munitioas
Board, as was done by The National uacnine Tool Builders!
Association for the machine tool industry The survey has not
yet been completed.

It was intended that the compittee on hydrawdic
machinery shouvld work in close cooperation nath the Ordnance
personnel which 1s engaged at tilmington in the preparation
of the joint powder and explosives nlan When this plan 1s
complete and approved 1t will indacate a davasion of capacity
upon which allocation and load can be based. In the meantime,
DuPont, Hercules, and Atlas Povder Companies, the main exaist-
ing commercial facilities, are carriec as reserved without
definite load so far as powder and erplosives are coacerned
It 15 to be notea that a tremendous expansion or existing
capacity will be necessary, involving a large amount of aew
construction,

4, BRoutine At this time I would like to explain more

fully the normal routine in making allcocations. (I-habit "BY )
Take the Army side first, A request for an allocation or
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capacity credit comes in from a supply arm or service on 0.A S W
Form 100 (Fxhibat "C"). If the request 1s in order and it is
evident the Navy has no interest, the allocation is approved by
our office If there 1s any possibility that the Novy has or
may have an interest, the request is referred to the Munmitioas
Board for consideration If 1t finds that the Navy is not con-
cerned, our office 1s so advised and the allocation is graated
in the usual manner On the other hand, if the Navy does have
an interest, the matter i1s adjusted by the Munitions Board
alone or by assistance of aa allocation subcommittee which it
may apooint composed of representatives of the interested
services, Army and Navy Conflicts exclusivel, among the supply
arms ana services are adjusted by our office without reference
to the Munitions Board.

Similar procedure is applicable on the Wavy side,
ezcept that through the Munitions Board our office receives
copres of all approved allocations or capacity credits to the
Navy in order that load data and other records may be complete
at all times No loads,of course, can be placed on a Reserved
(AlB) Facility wathout prior aporoval of the Army and Navy
Munitions Board.

SECTION VII - DIRSCTOAILS AUWD FILLS

Before leaving the suoject of allocations, 1t seems
appropriate to examine the records As indicated before, the
Allocation Division is the office of record for all matters
pertainins to allocations. It maintains a master file to
vhich you perhads have seen recent press references, The
division also publishes periodically several directories,

1. Master Fale The master file consists of completed
0 A.5. .. Forms .lumoer 100 vhich originate in the field and
carry an abstract of pertinent cucvey data  The forus are
arransed alphabetically by facilities in a visible Xardex file,
During the past year -e have handled aeaily 4,000 of these
forms. They are the media betveen this office and the operat-
ing agencies, through vhich the field requisitions allocations
and capacity credats., ZZzhabit Y"C" shows oune of the forms.
The data on file for each allocated facility anclude such
1aformation as name and address, list of plaants operated, vath
their location, number and kind of employees, financial rating,
normal production; 1tems to be produced i1n an emergency, date
of accepted schedule, and the capacity utilized by the load,
In support of these data i1s a mass of detailed survey informa-
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tion maintained by the services and the districts In the
current section of the master file are recorded transactions
covering over ten thousand facilities.

2. Directory of Allocated and Reserve Facilities From
the master file 1s maintained a Direclory of Allocated and
Reserved Facilities, vherein the names of facilities are arranged
geographically according to zone,* state, ana city. To the
field and other iuterestea agencies 1t indicates the sltatus
of allocations in force, and 1s for them the basic allocation
reference, It 1s kept up to date by o series of monthly change
reports that are issued to the services by the Planaing 3ranch

3. Directory of Load. Another document 1s the Directory
of Load In this Directory are incicated not oanly the facili-
ties to be utilized for each comuodity, but also the geograph-
1cal dastribution of the load under each commodity category by
zone, state, and city, and the load nlaced or to be placed on
each facility. The commodities are organized into over fifty
major industrial groups ith appropriate subdivisions under
each group. A large amount of worlr 1s involved. Yet 1t i1s
Justified, for i1t affords a means for checking allocatiocas and
for assuring a proper distribution of load  Inequitable load~
1ngs as beteen and within diffe.ent procuremeat districts
automatically are signalled for correction.

4, Iondex of Allocated and Peserved Facilities, Still a
third file 1s kept by the Allocation Division, namely, an
Index of Allocated and Reserved Facilities It 1s published
sumiltaneously with and forms a cross reference to the two
directories Just described., Osseatially the index 1s a single
list in alphabetical order showing name and address of each
facility, the procurement agency to ihich allocated or reserved,
and the commodities which each facility i1s to furnish

5. These records are maintained on some 50,000 unit
cards posted day by day The information recorded is pub-
lished to the procuring ageancies by lithographic reproduction
By this means, both the Amy and Navy, inclucing their re-
spective field agencies, are kept advised of the status of
allocations and the distribution of load. These records are
kept in such shape as to be readily available for use oy the
Munitions Board or a Superagency.,

-3 -

* Note War Department Zones have been eliminated (Letter
AG Wovember 8, 1938, AG 400 1 (10/20/38) (Misc.)
ASW-D )
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8. Analysis of Exhibits., At this point let us examine
Exhibits DV, "RV, and "87,* They are self-explanatory, and
require only a glance to note their signmificance,

For example, Exhibit "DY indicates how numbers of
allocations have run by services since 1923. Note that with
exception of the Navy there was a comparatively rapid btuild-
up 1o numbers for the first few years, then a more or less
gradual reduction, vhich i1s still in progress as the unde-
sirable allocations are being culled ocut, The large reduction
1z the Quartermaster Corps aumber in 1928 was due largely to
the cancellation of 1ts food facilities., The Navy started in
ith 17 (Joint wath the Army) in 1926 and has had a conserva-
tive i1ncrease since that date.

Exhabit "EM shows ihe percentage distribution of
allocations and load (money value) by zones and services as
compared with the 1929 production (money value). The total
Army loads for Zoaes I and 1I are o.ly slightly larger than
the 1929 production figures. The Si nal Corps load for Zone
I 1s 39 percent of the total, yet 1t must be remembered that
about 75 percent of the communication equipment capacity of
the country 1s in Zone I  The Chemical Jarfare Service shows
a very favorable load with respect to Zone I, and a can~
paratively heavy load in Zone 1I, Yet if the load 1o be
placed on Edgewood Arsenal were iacluded, Zone I figuies
would be materially increasec, As will be seen later in
Ixhaibat "M, the Saignal Corps, Meaical, and Chemical Warfare
loads are small in comparisoa —ith the whole, and do not
greatly influence the percentage distribution of the total
War Department load.

The Ordnance Department load 1a Zone I shows a
close correlation with 1929 nroduction, winle Zone IT load
1s slaghtly above 1929 production., Its load in Zone IV is
comparatively small but 1s erpected to increase.

Cost figures for Navy load were not available, but 11
15 to be noted that 52 percent of 1ts allocations are in Zone
I.

- 24 -

* Figures for column headed "1929 production” in Exhibit "G
were taken (aearest whole perceat) from Committee Report
on Problem No. 12, A.I.C., Course 1936-1937,

RESTRICTED



RESTRICTID

While these figures ao not shov local oveiloads, il
any, they do indicate a fairly equitable distribution of the
load as z whole in comparison with 1929 production.,

Exhibit "F" gshows the number of allocations and
capacity credits (interests) at the present time, by services,
against corresponding loads in dollars for the first year only
The average load per interest is about $700,000

It 18 interestinz to note that the Crdnance Depart-
ment carries almost half the total allocated load on 1ts 1061
interests (allocations or capdcity credits), an averase of
gome three million dollars per interest The Quartermaster
Corps, on the other hand, has 5810 interests to meet less
than one~thaird the total load, an avera,e of about 300,000
per interest. This sugzests the thought that fypically the
Ordnance deals with relatively large-scale i1adustrial units.

It 1s to be noted that the Quartermastec Corps load
given 1a Dxdnbit "IW does not 1aclude subsistence.

At the moment the Navy nas 086 active iaterests.
Assumiag 1ts reguireneats at about 20 Hercent of the +hole,
1ts loaa would fall somevwhere under the Q.' ¢ load, beteen
one and one and one-half Dillion dollars,

SECTION VIII - M-DAY ACRIVI ITS AUD DZCISICHS

1. Plans for Ixpansion, Detailed plans have been made
for expansion of the three facilities cavisions 1a the alloco-
tion system to handle the increased 'rork in an emergency. The
duties mall be amalogous to those in pesce tine., The Alloca-
tion Davision 1ll admiaister allocotions vathin the ‘ar
Department, and wall submit requisitions to the Ara/ and Javy
Munitions Board, or higher suthority, “or aduitional facili-
ties requaired to meet the needs of the suoily arms and
services, The Facilities Davision of the .funitioas Board
will coordinate and adninigter allocations betyreea the Army
and Navy, eno the Facilities Divigsion of the superagency for
the nation as a whole 3Suffice i1t to say that the orgeniza-~
t1on set-up 1s sumple and flexnible and burlt for smooth
transition to an emergency basis.
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2. Authority. For authority to suspend competitive
biddagg, reference i1s made to Section 3709, Revised Statutes,
which reads in part that "When imuediate delivery oi per-
formance is required by the public exigency the articles or
service required may be procured by open purchase or contract
* % x t Thyg was used an the World “ar. Let me guote one
paragraph of Mr., Baker's letter of Anril 12, 1917 (General
Orders ¥o. 49 7 D 1917)+ MORDERS,

"1, It 1g hereby declared that an emergency
exists wathin the meaning of Section 3709, R S.,
and other statutes which except 1u cases of
emergency from the requirement that coatracts for
and on behalf of the Goveranent shall only be
made after advertising, as to 21l contracts under
the War Depaitment for the supply of the lar De-
partment and the supply and equipment of the Army
and for fortifications and other works of caefense,
and until further ordered such coatracts will be
made without resort to advertising for bids in
the letiiag of the same."

Section 120 of the Nationsl Defense Act gives spe-
cific authority to the President to place obligatory orders
in wvar or vhen war 1s immnent, and to appoint a Board on
Mobilization of Industries Dsscabial for Military Prepared-
ness,

Back of all, of course, are the var powers of the
President.

3, Adjustments and Decisions. Inouvguration of the
system probably will require some adjustment i1a neace~time
allocations 3By virtue of the complerity of the problem
some oecisions must of necessity be left for M-Day. Current
governmental orders in allocated facilities naturally will
be given full consaderation  Any necessary or desiraole
adjudications in such orders or allocations will be made by
the »roper authority as circumstances may dictate. The ap-
proved policy now provides that government contracts in force
on U-Day normally will be carried tn campletion If alloca-
tions are adjusted in peace tune to take full advaatage so
far ag practicable of experience on curreant woik as 1s o™
being done, then the number of chenges 1n allocations as a
result of such orders will be recuced to a miaimum,
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The extent to which allocations ace to be applied will
depend upon the nature of the emergency and other circumstances
vinach cannot now be determined If 1t 1s 2 maximum effort, the
problem is comparatively simple. If a lesser effort, a greater
degree of competitive bidding may be used. In either case some
desirable competition will obtain even among allocated facili-
ties wathin each service During the period of strained rela-
tions information would undoubtedly be available upon which
reasonable decisions could be made as to what i1tems should be
placed in allocation and what facilities should tool up for
their production. Let us remember that the system i1s flexable —-
not fixed--moving--not static--responsive to changing condations,

SECTION IX - SUMMARY

Conclusion In conclusion, the Allocation system grev
out of World War experieace Its purpose is to obviate un-
desirable procurement features of that experieace in a future
emergency, and to facilitate procurement. To the procuring
agencies are left the operational details, to the central
agency s given an effective means through winch var-time
control measures may be applied. Allocation enters both
phases of the responsibility under Section 5z It 18 an
essential step in procurement plamning. It also enters
industrial mobilization in that the system 1¢ built to con~
tinue to deal wmath those industrial units vhich are to func-
tion in war,

The Allocation System has developed into a potent force
in the scheme of industrial preparedness T ue, only the
pattern hag been finished, Much work remains to be done.

But policies have been established and principles enuncisted
to guide future activities. In all procurement planning 1t

18 axiomatic that the efforts of the Army and Navy should be
coordinated., This is provided for in the Industrial Mobirliza~
tion Plan of 1936. The Army and Navy, through the Army and
Navy Munitions Board, are now working side by side to match
requirements 1n the solution of allocation problems which are
common to both services.

Through the Allocation System effective decentralized
procurement planning i1s realized In fact, allocation is
vital in the framework upon which is bwalt all detailed plans.
In the words of a former Director of the Planning Branch*, it
1s the key to the supervision of procurement.

% (General Harris, Assistant Chief of Ordnaace)
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Circular No 1, November 14, 1936

—LOAD—

¥
(2?50 engines yearly
Tterm Toal=250 x 75=190 Points
Pl -nt poed =120 x 25 = 48 Points

Half of Drop Furge Dept converted

to procduction of ~rmor plate cast-
ings by imstallation of high fréguens.
cy induction furnaces '

Iten Load Displaced =250 x.00==idl
Plent Loaa=125 x .25=231 Poinis.. :

POTAL PLANT LO.D = 48 +31=80 Points

EXHIBIT naAn

i
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1/1/38  FACILITIUS ALLOCATED OR RESERVED -~ SUIMMARY BY YEARS =~ - - 1923 - 1938

- -~ . i
1923 1 194 192¢ | 1928 | 1925 | 1936 | 1638 |
|
TOTAL 5,450 1 15,872 20,455 15,142 12,624 | 10,728 9,815 {ToTAT,
poseny —— povc Iarei- Sl
. R_F |18 B R _V E! D P, CILITILS ’
TOTAL 597 370 536 _ _NTOTAL _
ANMB 355 272 423 ANMEB
B |
QASW 242 g8 113 t OASW

JOINTLY JALLOCAaTED FACIHTLITIES (AR} -

62 217 460 271 185 205 154

ACILIMTIZES

st

SINGLY 4 L LIO0OCATHD

TOTAL 5,388 | 13,655 |19,995 {14,871 | 11,842 | 10,153 8,825 | TOT/L
NAVY 17 171 367 395 397 || NAVY
S RMY 5,388 | 13,655 |19,978 | 14,700 , 11,475 9,758 8,428 || ARMY
s
Q 2,463 | 9,110 |13,665 9,232 7,805 6,604 5,772 1 Q
~, b
i
0 1,082 | 1,328 | 1,375 1,140 8974 858 795 | 0
5 pe = oo
|
A 400 590 700 623 470 422 404
| _
E 82 993 | 2,134 1,738 854 nal 443 E
C 199 284 330 304 572 ang 243 c ;
~ }
s £90 426 522 467 500 350 548 } s
1
Y
1

M 872 924 1,252 1,196 594 525 425?
t ! i
: i

EXHIBIT "D"



12/ l/ 38 FACILITIESY ALLOC:TED OR RESERVED -~ 1936 - 1938 BY CATEGORIES
!
RESEBERVED JOINTLY SINGLY  ALLOCATED
1
TOTAL TOT/L ANMB 0/.8W ALLOCATED TOTAL NAVY ARMY
JUNE, 1936 10,728 370 272 98 205 10,153 395 9,758
% 100 Bl 2D 9 1.9 94,7 27 91,0
Net Chenges = Judp -Decel936
Additions 9 14 1
Cancellations 433 5 443 pAR 422
INUARY, 1937 10,295 379 286 93 206 9,710 374 9,336
% 100 ks Wi 248 o9 2.€C 94,3 346 90,7
Net Changes-193Y
Additions 157 137 & 23
Cancellations 780 52 885 908
JlNUARY, 1938 9,515 536 423 113 154 8,825 397 8,428
% 100 Se 6 Lok 1le2 1.6 92.8 442 8846
Net Changes-193#, up to 12/1)/38
Additions 14 13
Cancellats ons 58 2 16 56 69
DECEMBER, 1938 0,457 534 437 97 154 8,769 410 8,359
> » L] L ] 4:- 5 88. 5
% | 100 5.6 446 1,0 1.6 92.8 £ o~
EXHIBIT D=1

L
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tand I
DATE  12/1/38 ATLOCATIONS AND CAPACITY CREDITS = BY PROCURING AGENCIES & CATEGORT
FACILITY AL L0 CAT T ONS CAPACTTY CREDTTS
INTERESTS)  STNGIE JOINT AuNMBa | DehaS.l,
T ’7‘
TOTAL 9,869 8,769 328 638 134
Yo 10Q 8849 3,5 645 1o
N A VY 686 410 0 276 -
% 100 59,5 - 40,5 -
ARMY
9183 8359 328 562 1%4
% 100 91.0 3.6 349 1.5
13
Q ™M C 5810 5670 78 46 16
Y
Vo 100 97.6 1.3 0.8 0.3
ORD D 1061 832 113 77 39
Yo 100 7844 10.6 7.3 3.7
AIR C 50% 390 52 48 13
Y 100 77 o6 10.3 9.5 26
C.wr & 510 399 44 40 27
Y% 100 7843 846 7.8 5,3
C w 8 283 238 17 15 13
Yo 100 84.1 640 5.3 4.6
Sia C 412 370 15 . 18 11 -
Yo 100 8948 346 349 247
MEDICAL 604 460 9 120 15
“o 100 7641 1,5 19,9 2¢5
EXHIBIT B-2
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1/1/38 INDU™STRIAL STATES ' ITF 100 0 IORE F.CILITIES ~LLOCATED OR RESE%%%éwkémﬁ%wﬁ

FACILITIES| ' LLOQCATED RESTR' 3D '

SINGLY JOINTLY Nl 3B 0 'S W |
TOT* L, 9815 8825 154 423 113

ZONE T 4495 4146 55 234 60 i

New York 1397 1275 15 75 32 g
Pennsglvania (Bast) 1146 1083 12 45 6
Massachusetts 758 701 17 35 5

New Jersey 372 334 5 <6 7 K
Connecticut 329 292 3 27 7
Rnode Island 165 lad 2 7 2
Maryland (Tast) 141 135 1 4 1
Balance 197 182 - 15 -
ZONE 1T 3317 3011 91 170 45
- Illinois 82 758 23 27 14
Ohio 774 82 33 44 1&
Michaigan 332 284 b 38 9
viscoasin 284 2bd 7 10 2
Indiana 2l 221 8 10 2
Penwusylvarnia {(West) =30 197 7 26 -
Missour: 216 200 2 11 3
lanne<ota 121 120 i - -
Balince 299 286 4 9 -

ZONE  T11 961 42 1 12 3 ‘

Texas 190 130 - - -
Georgira 167 166 1 - ~
Narth Caroclina 14z 140 1 1 -
Balance 462 446 2 11 3
ZONE IV 742 726 4 7 5
Calafornis 54b b33 4 5 4
Veshington 103 100 - 2 1
Balance 93 | 93 - i - 1 -

BXHIBIT D - 3
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9183

6576

5810

ALLOCATIONz-CINTERESTS)

V5
LOAD  BY SERVICES

K~

# i
1 &ul.
&
:

¥)

Decenber 9, 1933

ALLOCATIONS

1¥ = 1000 Allocations
and
Capacity Credits,

LOAD

1" -_ One Billion Dollars

(Figures shown are 1in
millions of dollars,)

2990

l

|
! It 1848
i |
AE n“ﬂ
| M
}§ ! 1063
! |
% % u 733 51 604

686 h | 50% 510 i1z o
ﬁ Eﬁ ld | 283 Lo Wm;%SO |! .
| i | I i 2,
NAVY| asTacl Qme ] crpn [ARCT]T CE JTews [ Sic !

AVERAGH

LOAD

PER

INTEREST

i
$ 700,000 | 300,000} 3000,0000,500,00d1,300000] 500,000 | 400,000 110,000

Exhibat g
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DIcUSsIoN
following lesture by Major Scott B. Bitehis, O.D.
Decenber 9, 1038

Q ' Tou spoke of the sviation figurés on open allocations
ab Yeing 37 to 20§ of production capacity, with enly 17¥ allocated,
Aoy and Ravy.

"4+ Yes, that is under very careful vonslderation now. You
know the whole problem of amimt of aviation capacity ia
Setsg vy cavefully stulfed and prodebly some adjustments will be
made very shorily. \

Q  Major Ritchis, I wonder if any consideration bag heen
givan to the poesidility that in anotler war we may heve sn ally
who iz going to'uss mome of thess facilitiest

A. Wall, as you know, all our planning for industrial
nobiligation 13 based on & major war, & maximom effort. Whather
or not w will have allisd, of course, is something that camnot
“be deteimined now. The mabter has recelved considsration and been
stadied By certain comittess, but 1% is aiffioult, in connection
with allocations, %o change the system or meke adjastments on
the ssmmpbion of allfes. We corfine cur allocations, of course,
to' the tonbinental Iimits of the Dhited States.

Q% 1 reallze the question iz & Aifficult one, bt i1 seenmg
o me, as I understand the problem, we have pretty nearly ahsorbed
the netional indusbry ourselves, and I was just wondering if sach

" a situation would not throw our plans out of whack consideradly?

)
&
*
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| A. Woll, wa attempt to kesp the plans flaxible to meet any
contingencies and we fetaineattempt to retain in all our facilities
a maclens for oivillms trade. That nucleus constitutes reserve foo.
tories for shifting from ons ares to another to care for unforesean
contingenaiss and there ars many anlisrnate facilities which alsoe
osn ba tarvied to, at least for certain types of production. The
distriots maintain & 1ist of a1l the fasilities they have, and if
the load must ba shiftel from one districd to another, the district
mows 1tn capacity, knows what in avallsble and ¢an resdlly tuke
sare of any change in ths sitwstion. Dat we smat be prepared bo
nost any ﬁmim Y Sff: davelops snd we camot say whether the
war 45 going ta be om the Sash, West, South, or North,

Salonel Miles: I'd like to pull a Dr, Fridey right hare.

Tou know you can mometimes make solossal errors by generalixing and
you gonetines it the nall on the head, Duving ths last war the
Traasury dshursmants totallad about 24 bi1lien dollare. Vell,
1t 1a aspumed thé»ﬁ that wag for two years, that tho dishorgemante
for either of the two years wers 13 dillion dollers, Now, I am
trying to got at your mestion, I the dishursements in a pare
timlar avea were X2 billien dollars, approximately somewhore bew
twaon 6 or B billion dollars only of that ameumt were for techmical
itemp-~aertainly not mors than betwsen 6 or 8 billion dollara.
Now, if we have a produsing capaocity in thin couwntry in round muh
bore of B0 billion dollave, we are ot gebting periloudly cloge
%o oversconwampticn, so to speak, when we only talke about & or 8

- -
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bililon out of 80 Billion dollars produced. BSo 1t fs more a gues.
tion of bottlenecks and techntoal matbers thon 1t is of using wp
tha tolal produstive capsoily of the country. As a mattor of fack,
mmiynma #onll proportion of the preduntive capacity in time
d:!’ wary 2&&# the trouble Ls %mt we vee certaln portions of wur pro-
duptive capaeity in mmmitm It shows that by propar adjust
ment, such ne we are shiaining with cur alloeations system, that we
gon proYetly spread that load of 8 bllion dollars very bendlly over
& vary mmch lavger produontive capmeity. I fmagine the producstive
papacity for war items, if properly distrihuted, could be raised
&8 high as 48 to EO Dillien dollars' produstion in a gliven year,
ﬁaﬁmw&@w% spread 4% dut, find 1% and pab 1 o work.
ﬁtm, you m ges that the allocations systam is $denlly set up to
,r wm}ish that fant. I also wanb to mention another thing right
‘ now; and that is in the World War the bottlenecks cavsed delays in
prodnction, snd vhils ultimstely the system s it was muidled through
‘and Mually got production, we didn't get production as early as we
might have 1f we hed hat w1 adequate oysten beforshand, e tad &
Aot of overhead people shoved in on the witustion. Now, the ldea
‘was that that overhesd cowld facilitate production. Fortunately
for that overhesd organizabion the war way over on Wovenber 11, 1918,
hocause ny porsonal opinton of 1% is Thmt Dad 1t contimved 18 would
have shown up as many bottlehocks throogh ovsrerganisation as the
£irst uystem had shom up through underorganization, and we had
1itarally thousands of people engaged in finding ways and means
of graeping ths wheuln when most of then were throwing eand in the
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mﬁm:m One grant thing that we mist avold in my opinion in the
next way is P00 enrly an spplication of this overhead control which,
to bs sure, has fing, brave powsr; but which really doem't wnder-
stand the situation at the outset of the emergency and the extent
that we throw that orgsnization on top of our sxlsting procursuent

& srganisation my moan that ingtesd of gressing the wvhesls we may

be throwlng & lot of monicey wrenshes in the machinery.

@ Then 1% is nob nocessary oz desirable to alloecate sll of
the war load, Wt the main parposs snd pr:‘msi;s&& of alloeationa is
the slimination of bottlenscks. Is that oorreot in sccordance with

whst Golonel Miles has satd? We don't went %o allosate all the
wor loed. %o went to distribute 18,

4. It i our fealing that we do not need to allopate those
3temp which do not conebituty problims in promuremsnt. Afer we
40 geb thoss problen Lbems which cometituts bottlmecks, cur allo-
pations system merves the purpose of ferveting cut thoee bottlenecks,
Taka, for instanes, the load study that we meks, ¥e actually go to
the plant and sels "hare are you zoing to prodnce this matexdsl?

On what machines? Yhere are you godng %o gob your raw materials?
How ave you going to handle thist® By dolng this we bring to light
vobtienanks which otherwisgs would de left mntil H-Day. We would
sail along in total, Viiesful igmorance rizht up to them and then
we would have to make adfustments.

Q. You would say thet the primsry purpose it serves is the
slimination of bDottleniiics?

A It certatnly does. 1 think the elimination of bobtlenacis
ia one of the most lmportent things it doss acoomplich, We find

g
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ma%iﬁas, in studyite & plant, that there may be one or two
manhines through which the vhole productive capaslity of that plant
mast pass. Owr 1ten L3 only golng %o take so smch of the astivity
of thit plant Wb whon we get down to tracing that item we may
Alacovar that it necessitates certaln meching tools or cerialn
other squipment or soms other hottlaneck in there which et be
ﬂbrrmz;ﬂ., and onse we disclose the prodlem, we have gone o long
ways towards faoilitating procuvement. Tulkts the problem of shell
mackines, o have gons 4 long way in the sclution of that probdlem
ines;awi@wn@a W&m&m&h&m tool which can be made by
gw:% mechine sttep. By &aw&@ping thaue machina tools in
pwetm o at ldast the patierns for them and hoving plants
set up and allccated to that Job, we will very shortly get machine
tooks in extsbencs whleh can relisve a great load on the mashine
tool industvys Othersise, 17 we d1dn't do that we would find that
the daishine Yool industry would be 2311 forther overluaded on
HDay intrying to produce machins %scls and mashine shells,
Solonel Miles: Oontrast the well-ordersd allocations syetem
condneted caluly with & 11ttle Bit of use of the wpper story in
tlse of pesce with the sdtustion that I was confrontsd with in
1917. 1 wew then sn Urdosnce officer and wolke up one worning
and found 1 Bod besons an aselatent o the Dfficer in Cherge of
lebting the pontrests for samamition for the ¥nr Depariment, He
Eed the Inney office and my Job was to elf in the other office and
west Al talk to the insoning sanafocturera. ¥Well, there ware

» B -
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thonamnds of thas, It dldn't make sny difference whether they
had been making obtonhooke or nesdlss or what, they all thought
thay were golng to moko chells. Yom nan imagine the indescribable
eonfuiion which extsted widor that setup, wilh a war on us, &
leree mmount of money available, bub just how to place 1t and
ploos 1% svenly and do 1% with any degtee of logle or coordina~
ton wos Wimost iopossibvle. IP wam' o questlon of awount of
produstion, It was 2 question of getting the production 1ined up,
telling them shat we noedsd and gevting them sparbed, and all that
sort of ﬁhiﬂg. ¥het sn fomenss isprovenent this allccations system
is,

Q% In a 1ist T saw of the allocations in the zachine $ool
industry T was rather surprised at the large number of Juint allow
cations. Fow it wuld be desirabls o cul thoss down, wouldnté 107
Wit militates sgadnst relucing that 13547 ¥here similar facilities
exigt the Army sould say to the Bavyr "Glve me the whole of that
mzfg;mi telen Yhe whols of this,” Yhai is the rescon that that joint

“pllosetion 1ish couwldn'd be redused further? Or Is it desirvable
that you should bave a ¢onsiderable nusber of Jjoint allocations?

A, TYes, a censidorsble nubér i ncobssars, sspedially in
the meohine tool indusbry, tetsiuge nelther the Army nor the Havy
10 many Inslances z}m utillze 211 the types of maching tools to
the bost advastege that are produssd by sny one facility. Take

“WarnerwSwazey for evampls, It would be incongelvabls that efther
tha Awty or the Havy could uillize all the types of equipment they

4 %
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are produsing and which they normally would produce snd should
produos in vartime. In the machine tool industry thers would pot
- be any conversion. Thay will start right in produsing the mashine
%o0ls they nomally profuee for the time being and carry slong

; mtil the situation neceonifates atherwise. m@tygg. g@ %m:
) S pLEd
S sompanien produse, say ane sschine dool. Ono/eeyr produce a lares

aixe boring mill, snother ene a very wmll ons. The Navy noels
mﬂa&n axiremsly W mm; the Amy needs the smller type.
\ Yot that sems faollity may produce all kinds, In other onzoy,
“ though 1% 4o rather the exveption, s machine tool plant s scheduled
%o produce some other ites. Not all the fapilities we have 1tsted
&3 pachine tools are primarily machkine tos) facilitles. There are
: only about 180 concems in this country devoted exclusively to
aokBine Sools, yet we have on oor 1ist of machine tools some 260
fime, Some of those are for specisl machine tools which we are
planning to bave madn, the mackine ghell, let us say. Some of
that 250 mammfasture other items nomelly, fire contyel aqipment,
for instence. We will uss a company like thet %o mammfsoture
yenoramio sights. I don't kmow whether I have snswered your guestion
satisfactorily. It is destredle to allocate singly eo far as we con
beconse that tends Yo reflope $ho burden on industry, It gzives
the servige, whather 1t is the Awmy or ¥avy, a more exclusive
interest in that plent svd they can lesrn %o know the mansgement
8 Little better end the nenagemmmt comes to realize and take an
interest in the situstion and coopsrate in an wergeney, and a

-Tw
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© smtual undeystanding and a stronger bond grows up betwsen them than
thers wolld bs where we have Joint allocations and two different
sobs of ‘people going to the Wame plant. Bat, as I mentioned befors,
in those largery complex organizations we bave a mumber of services,
protably Wil of thes participating in the capeeity of that plant.
It is degiralle to have single allocations wherever we cen st them,
partioularly in the machine tool induatry, and that was gone into
very carefully. We attempted to get single allocations outright to
sither the Army or Havy, Wt in sone cases that wam't precticanle.
Q I understend that you have, in your surveys of plant
fag{litles, information recorded as %o sources of material snd
s ~ contrituatory services. Do you have adequate means of determining
“fron these gources’ wbether or not thoss facilities have been alloe
eated to some other agency, in order to sliminate the possitility
© o of aéaimaim the contrimtory sources of onefanility to another
Lo fmmw

‘ Au M‘B e & very laportant question you bring up. In meny
“cases the prinofpsl faotlity tas beem studled to o dsternins fron
‘what othér Zacilitles 1t would ant mmmwm/mwmn to neet
‘$he WW agcepted schedule. In other casea we probably
haveri't gone as far as we'd 1ike into thess phases. You recall
o ‘fn the conférense we hiad last week we discussed the desirability
‘of akitg wire we are not taking a contridutory source from the
prizmaxy source, and making surs that that source 1s efther sewsd
up by allocatfons or that 1t is not interested in too meny other

things. I think we had some B2 fiyus indorasd which Mr. Lee of
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Sperry sald would be neugsaary to mest hic schedule, Of course,
Sperty 1z one of tur vory lmportant fuellities. Wa studied that
et and found that we hed all Yat 17 of those B3 facilities allow
cated, w ollcy governing allosatione is to the effect that we
magk maintaln, vherever we oeny & nuclaus, proferably half of the
sapacily of a plent for the r@g&l&igﬂ,ﬁlm trade and other age
foresem purposen. That policy showed Mzt provably all those
facilities allocated which are going to be confined to Sperry, counld
SPALL Pulfill Spsrry's needs and at the sams tims meet cur nllocated
demands. S

- Solonel Miles: Wnich they brobably wouldn’t have heen able

%o do 1£ you hadn's hmd the allosations system. You have ot to
ramember that all these firms which are now allocated are getting
these contritulory mnterials vhich they are now uslng in current
production from somewhors, and while tha control Major Ritchde has
indicated as teceussrgmif that control within $teel? exigts in
peacatine, it may stand more of & drabblag than you would think
offhend. 1a warting, ¥

% It is my tmderstanding Shal the system of allocations
s Pased on mgat?&tﬁ eontracte mafnly,

- A It.corbainly is not baged on free competition.

Q  In baving competition on certain iteme, I don't see how
competitive Mdding Le £oing to operats without canaing o grest
deal of confosion in our systen of &};im&ﬁms. Por instence, 1f
sougbody who dosen™ have & tontreact offer fsn't wp to capacity,

-
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how are you gelng %o keep him from getting in on competition when
you want to uvee hls Tacllity? You are golng to be tied wp.
4. ¥ think we nll asmume tbatl in wartime the faeilities will

kave ylaﬁtiy to do, shether allooated or not, and the placemsnt of
o orders in suﬁ far ns competitbon in ellocated fmcilities are concerned
would prodedly work: someshat 1ike sdwostdons) orders ave working now.
Our educationsl erdere, while law nlsces the authority to plags
arders without eny complete messure of compstition, are olrovlarized
to got 2 neasmare of competition. The Seorstary of War can eliminate
any ho wants to; he can reducs it down %o ons. The law specifically
sm@;ﬁ ke will send thoge which in his Judgment are Best cuited %o
prodveing that munition and bast serve our interests in time of
rationsl defanse,

Colonel Miles: We are golng to heve a etrong Seoretsry of
¥ar like Newton DI, Bokepr snd he is ooing to tell these people whers
they get off. ¥e ars not golng te scrap & syatem tint wa have dew
veloped in pescetime bucause it doesn’t meet somebody's 1des of
what compatitive Mdding ought to comprize. ¥e ars going to have
some goty and we are not golng to throw aver the system which we
know W11 work becsuse of some ingonsequential competitive idea of
vhat would be done if the millennivm wers on Yand, Wo ave having
& war, not o millenntum.

folonel Ritalay Gemsrsl Willisme of the Marine Corps
leatursl to the Oolless last year spd I would like to resd o few
of the remsrics he ped. Someone esked him: *Beneral, how far do
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you think we should carry allocations in peacetime?® The General
gald: *I would sey--jJust ag far as you know your requirements. I
would allogats everything.® That is my personal opinion. If you
allocate in pescetime you have the possibility of studying the
requiresonts and making a falr sdjustment in the pleture of menu-
facture.

Colonel Miles: You can't reiterats that kind of comnon sense
to0 often. Our stulles here at the Collegd are Dased mainly on a
thearetical point of view and it is ssidnently Fitting that at times
we should ghioot Snto the brains of these gentlemen something that
is more practical.

sr Dubem: I think I was the one who asked Ganeral
Willfsms Imiv far we should carry allocations in pasacetime. I cer-
talnly disagres with hin fn s far as sllocating everything is cone
gertid When T took the Gourse hers in 1930-1931, the Quartermaster
Gorps had even gone #4 far as %o slloocats the mamufacture of egz-
beaters. You can't make me believe thet 1% io neosssary to allocate
eggbentery, There were somathing like fouwr thonsand allocations at
that time. The fact st1) remains thet that information still exlsta
in the bafn;ia of the various supply arms $n thelr files. They have
thelrold allscations. The information is still there and it hoa
bean the sxperiencs in eome cases that whan the Savy, for example,
pub in for en allocation for a certain item which 1t was seen thers
would be difficulty in procuring in spite of dur general egreement
that allocations will be made only in case trouble is foreseen, there
1s & tendency in the supply arme of the War Departwent to insist in
the treatment of that request for an mllocation for a troublegome
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'Ltem by the Navy that & credit be given the Havy and the War Dew
pertoent still Mnyain a capacity in that plant for an item which
they do not mow consider ons which will probably cause any trovble.
‘1 think we ought to recognize that thess things do exist and dies
cuse them a 1it6le Bit. I think the Bavy Department is thorvoughly
coznizant of the benefils that thay derive from the surveys that
have besn made By the Ammy and they are altogether plessed in that
reupsct, tut 1 think the Var Departuent should reslise that there
has zot to Be a 1@%‘;0:5 Zive and take thers and that we should stick
to cur principle of making joint allocations only vhen 1t is abso-
iutely m&awq to make joint sllocationm. ¥ asited Osplain Winslow
the dther day about construction and he paid, as I recall, and se
you asid this morning, there is only BOF of the cspacity of the fimm
allocated, How 1s thero any Type § construption contemplated while
we ave still on & basls of 0B b you stil) think you have to
bulld whon you have £0f of the allosation lefi?

A. - Tha policy is to utilize as we cen existing familities
and not ”‘%@ palld until 1t $o sbeolutely nacessary. Nowws would
probatly go furtbey than the 508 lisdt in that case bub we aren't
going to creste & lob of tulldings which would hang overwsmother
1ot of dsad wool after the way. I don't imow whether I could give
you & general rils, Yut in most cases we would not start new con-
s‘&mﬁ@ if thare wee sbill 50% of the capacity left. It would
depend %@pﬁm the 1ten snd the mature of the proocurement requirsd.
Our general ruls is to sainielin 50%. Fow that rule varles ass we
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go into technicsl items Because thare & plant may want Yo turn
right over and devode prackieslly all of i1%s energy to the monde
fosture of the 4{fflonlt item, Now I would like %o zo back to

ths other question. I wxbsoribe a hupdved per cemt bo what Come
mender Danhom bag seid regarding problem itens and we ars trying to
do thit rizht along. I oo convinosd that the Amy and Navy ave
getting togethar and the problems sve going to smooth out without
dny ddsturbarce. 1 sibsoribe one hundred per gent to what you
gnid sbout that, We do consider those 1tems where thers aprears
to bhe & 44Plouls problem and we are making some progress in
wa&ing thoge ont, OF course, we zmet not forget that the evpply
s or lmﬂm ies respanaidble by statute for the procurament of
1ty particular nasde and 1n gsome cases it may not sppear to us as
praper, tut to the Quartermaster Gepsral or the Signal Corps it
&&" présent a soricus problemt. Un avery comodity allocatsd there
may be the time clement there to meke 1t nscsssary to bave the
sovroe sewsd up so they con get 1t from a selection of atosk or
have the p‘m&z}% veyy promptly provided, but szain T sudcoride $o
what Coumender Danhen hes safd.

Colonel Milest I believe Gemeral Willlame hed in mivd the
present limitations of the Alldeatlons System when hs mads that
Patheir sweeping atotement.

Q. %o vhat exlent are we planning on getting thres chifta
out of plants which do normally work elght hours s day. In other
words, are we overoptimistie? We have got to heve suppliss. Whare
are we going to get them 4f we uan't get them now?
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A. That 1s certainly a very serious problam. There is no
nice elesan-cut solution. It dapends largely on good Judgment and
analysis of the case, Wt when sll the factors are considered, I
think we get s reasonsble picturs of the situation.

Q% The thing that made me bring this up, when you talk to
these manufacturers privately they assume that we are going to get
these second and third sbift men. We are golng to promiee them
all that. You know & second shift and a third, even now #ith
peopls vhemployed, are hard to get.

A. You are ceriainly right.

Q% ¥e know that our problems are largely licked through
the operation of pudlic opinfon. It takes time to devalop that
public opinion and cur system of allocations is building up.

I am wondering vhat the effect might be on the operation of the
eystem when we consider the fact that due to this delay in de
valopmenit of public opinlon we have a situation where the mamface
turer, through political influence, may be able to dictate $o us
Just what he is going %o do. I happen %0 have yun into that
attituds on the part of eome mammfapturers.

A ’ﬁa you think, though, that in time of war-~let us hope
1% 1s golng to be a popular war 1f we have to have onew-ds you
think thare would Ye any undue or extensive dietation at that
time? Yﬂm}.ﬂn‘h 1% bs 1ike the last war when they were anxlous
to serve the OGovernmant? Thay would be forced to do so by publis
opinion. We sssame pudlic opinion is going to be with us. Of
cpurge there will be acus complaint. We can't halp that, but

«il{ém
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‘bx‘and mga I think we can overcome that. Of course that depends
on the speed with which the public opinfon e developed, If the
war }s popular it w1l be a quick developmend, but how popular is
war going to be at the cutset? That would depend entirely on the
partionlar situation with which the nation s faced at that time.

7 Qe Tou safd that one of your war service committess was
actuslly in operation now?

A. I don't know whether I should say that. It has been named.
We csll 14 a war service committes. This cogmittee will be available
when we nged it and we recognize it as being in existence. In time
of war that committee will come to Washington and be available very
proaoptly.

" '@ You can appoint committess in peacetime, apparently?

A, I ghouldn't say that, This committes hasn't been appointed
officially. ¥
Q Wouldn't it be desirsble to appoint them?

A. UWell, you may get in & lot of diffioulty, politically and
otherwige, if you attempted to. We all recognize that the machine
tool fndustry ie the key to mass production, the one which we must
do everything for and get the most from, but whether 3% would be
*Mﬁm to appoint other sommittees at this time, I am not in a
position o say. We dv use other associations, however.

Qs Major Hitchie, in this allocation of our important fagilie
tien, Oolonel Milen stated & few moments ago that he thought we had
sufficient or vould get sufficlent production here to take care of
any of our m. tut supposs that we have a war similar %o the last
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one and that war is actively i:ﬁ force in Burope for a year and a
half before we enter. How, during that year and a half or more
they would come over here end they would take up a lot of facilities
that you Bave allocated. What are you going to do them to stop
those ardizs and put ocurs in in cage we want those supplies and
those fagsﬂuuﬂ
A. Well, that is & situation which we would have. We would
have tfmj% year and a2 half you speak about to work on. The Govern-
ment, of course, dould command the use of any facilities in the
ofuitry if the nationsl defense remuired it. If we were faced with
& situstion 1ike the last ons we might want %o furnish raw materials
like we did lest time and let them furnish ¢hs finished items until
ve got adjusted.
g FM*; Whatever you lose you gain in "kuow how',
The Ckoow bhow' that you develop in time of preliminary manufscture
for allies or anybody is well worth it for owr own production. How
1 bad another experience. I don't want to tell you about my experw
fencee all the time, but I was only 28 years old in the last war and
I hed responsibility far and away beyond what I should have had and
vhat any 28 year old kid s going to have in the next war, because
we sre learning now how to do thAse things. When the war started,
when 1I"was given the job of doorboy, I was also given a second job,
which I was really brought to Weshington for, but which was to be
done in addition to my other &uties. I was brousht from Pleatinny
- Argennl as an inspector of powder, explosives end spwunition. That
wa to be my Job in addition to being doorboy for General Shinkle
- 16 -
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in the outer offics. But when the war- started we had no specifica~
tions whatever for the loading of shell, other than the loading
of explosives in the shell by ths pressing method. Now we immediately
plaged orders for millions of rounds of three~inch ghell and later
for 75 and other calibere. There were no specifications whatever
for %ﬁé“laaﬁiﬁg* of ghell. HNowwhers did the gspecifications under
which I inspected come from? I not enly was the inspector tut the
tochnieal man too. dJerry Chester, who had been with Cansdien War
and Foundry snd was associated here with Mr. Bdison, had had practical
axpmm in the preparing of shell for the Russlans and for the
British. I went to M. Edieon and told him I had to have such &
waniand knew the wax that I vanted to heve, Jerry Chester. Jerry
énd 1 sat down over here in the State War and Navy Bullding and
wiots o specifications under which all the shell was loaded in the
florld War. That could not heve been done had 1t not beed for the
sxp&riméu which had %xaan gnined by the munitions industyy.

“. Qi Major Ritchie, would you say just s few words sbout the
relationship between the allocated fasilities in the United States
in sonnection with these educatifnal orders that we hear about today?
Principally, is it the plan to give these educationsl orders to
forilities that have aiready been allocated?

A, Yes, I believe thal the Board of of riéeEs which pnssed
on this edncational program included in their deliberstions a state-

ment something like this: That edneational orders will Ye confined
to allocated faullities unless redsons arve given for not doing so.
{here an order is to be placed or is placed oubside of the allocsted
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lists, steps will be talten immediately to have that facility allo~

Gatdd for that partioular item. I would like to mention also that in

the Ordnance program, which involves some ten or fifteen million dollars,

1 'velleve, at the present tims, recent orders for items under Ordnance

compatitive bldding all fell largely in allocated facilities or specific

items fc;r which we hed already bad that facillity allocated. Eighty-five

" per cent of the orders placed were in allocated facilitles. The first

avarded 1938 contracts, up 1o the time we mads the study, were 73, War-

time allocated facilities included 55, wnalloeated, 17. It so happened

these were facilities which we normally would not allocate for anything.

They were contridutory materinls in plbats outside the allocations system,

80 that in effect we are getting educational orders on open compstitive

field
bids/as well as in educntional order field.

- Explanation of various charts used by Major Ritchle followed his.

* HMiles: Are thers any other questions? Any remarics from
visitors? Colonel Hines?

Colonel Hines: I would like to say that Major Ritchie brmgh:pilai:?i i
the prodlem showing the complexities and showing how much there is to
do. The aﬁly thing left for ue to 4o is be practical and realize that
wa connot do the whole thing with the limited personnel we have. If the
Army and Ravy would get together and combine on really essential items,
and let the Navy get in Ebze:ir requirements quickly, which they haven't
done in the past, of all reelly essentinl items so we can get them, we
won't £ind ourselves in a situation 1ike we did &k the World Var. We
have got to adjust these things in time of peace or there is golng to be

- 18~
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& lot of confusion in time of war. In time of peace we have to mske
important sdjuetmente. They ought %o be rechecked from dlstricution right
back down to take and find out were we are going to get the subsidiary
components end row materis and see if there ore any bottlemecks.

Colonel Hiles: I think we-are greatly indehted to Major Ritchie
for this fing expdsition of sllovationa.

[ k]
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