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CO~,~STRUC£iO I~ {~i~ 

The preseut state el world affamrs and the necessity for 
preparedness as expressed by the Presmdenb mn h~s recent 
~uessages to Congress makes mo~e ~mportaut tna,~ ever a better 
knowledge o~ the Constructmon Industry, whmch w~ll play an 
!mportant part i n  any p~ogzam of defense. 

In each of the past two years I have addressed the Col- 
lege, my f~rst sub~ect was "The Construct~ou industry", 
and last year I mpoke on "Co~struc~mo~ Problems I,~c~dent to 
War F~, ergenc~". Th~s talk today, whmle t ztlod "Constructmon 
~n War", ~s zeally supplemental to the otne~s. 

It woula seem well to ~gamn defmoc the Construot~ou Indus- 
try • n m~s broadcs~ dof~umtmo~, the Construction Iudostry 
oncomDasses everything from tbo or~gmnal source of n~ter~als 
to p~oduct~on, fabrmcatzo~ a~d transpor~atmo~, a~d mnvolvos 
the p~oblems of f~ranca, dcs~gu~ labor, ~muua%omont and f~- 
nally tao assomblmug of all these elements m~%o a fmn~shod 
structure. 

Thins @ef~umtmon brings out the ram~f~catmous whmch must 
be co~smdered whe~] studym~g ~he fu~ctmo~z ~g of thzs industry. 

~perme~ce always zs a great teache~ so ~hat ~t wmll be 
well fmrst to co qsmder - 

A. A Brzef Revzew of the Funct~onzuf~of the Coustructzon 
Industry_~r~n~ the ~orld ya_~r 

The '~orld ~rar constructlo~ plogrs~a furnlshed the only 
real test as to c~paclty to nerTor,u that the ludustrv has 
ever e~per±e ~ced and ~rlor to chat tli~e vo±y !~t~le ~,as ~no~w~ 
concern1~g the scope of tLe z ~dus~r ~ el the atu~oer of unlts 
opera,lug l~ it. Thzs sltua~lou zs well k~ov~1 co all who 
had e~rper~e~ce in arrangm~g Ioz the co~ StlUC~lOD needs of the 
Govezl~aeJ~t durlmg the pzosecublon of that ,,a~. It was the 
utter lack of luformatlon a~ d L~owledge co~cezn!~O the Con- 
strucbzon _~d~istl2 whlch gave zmse ~o formatzon oZ ~he .~sso- 
czated General Co ~roctors of .m~ermca ~ 1919. Later, durmng 
the I R.A. permod, ~he ±.G C. took aggressmve leadership so 
that uow thzs ~ssocza~on has acctmmlated a cons±deraole 
vol~uue of znformatzon regardzug the p~ocesses of the ~ndustrj, 
the ~umber of u~mts operatm ~g rzthzn z~ so~e kuovledgo of 
the capaczty of those varzous uuzts a~d a large store of 
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data concern~gg mrs problems. Thms knowledge zs available to 

the Goverrm~eut. 

Though the ~ar Industrmes Board had geoeral charge of the 
emerge~cy program ~n regazd to the functzoum ~ of sll m~dus- 
tr~es during the ~ar, each Federal Departme ~t had zts own 
Bureaus or D~vmsmons dealmng w~th Constructzon matters. The 
D~v~smo~ ~ set up mn the ~Ta~ Departme~t found mt necessary, as 
one of zts fmrst dutzes, to @stablish a slmdm~g fee type of 
cou~ract which ~ould be equmtable and f~t emerge~cy needs. 
Ou the ~hole thins type of contract proved satmsfactory. 

Labor, mn ]~orld ~a~ days, was uumonzzed ouly zn bhe Buzld- 
~ng Trades zu the larger ceuterso The supply of workmen on 
the ~hole was ample although mn highly actmvo localmtmes a 
shorta~c of skilled mechanzcs dmd develop ~n some l~nes Fzom 
personal expermence as D~rector of Constructmo~ of the Army 
Supply Base zu Brooklyn, a ~SV,O00,O00 pro~ect, our labor 
problems as such were uoth~ng compared wroth what we may meet 
today on a very much smaller operatzon. 

The furumshmng of matermals for taese war coutracts dmd 
prose ~t some ma~or d~ffmcultmes. If mt h~d uot bee~ for the 
judmcmous use of "prmormt~es" m~ the productlon of ra]~ prod- 
ucts, pla~t fabr~catmon a~d transportatmon, mt ~s certain 
the program would have been very sermous!y delayed. 

~Imsely, the au, ard of a geaeral contract ~las generally made 
to one coastructlon compa~y for an er~tlre project. If the 
coutrcctor selected proved capcble e~d expe~!o ~ced, hc ~Tes 
able to rolleve the offlcor m~ charge of much doL~ll ~o~k of 
plmro~m~g e~3@ orge~mze~mon. It ms o general builders duty on 
~ny opera,men to coordm~t~ sud schedule the ooorotmou m~ mrs 
~utmrety~ thus the soloctlo~ of c gGnor~l co, tractor copcblo 
of domng thms was most esseutmal. The selectmo~ of the proper 
concern, as can well be ln~agmned, was o~e of t1~e awardmng 
offmcers most dmifmcult dutmes, and duzlng thms per~od, wroth 
very l~m±tod ~forr~atmon regar~,~g coutractors available, ~t 
vas espec~ally so It developed m~ some cases that whmle a 
construction co~q,a~y had a "nm~e", ~% had !zt~!e or uo or- 
ganzzatmon mrmuedmate]y at na~d to pmop~rl~ a~,d promptly study 
a~d handle a sp~cmfmc operatmon as ~t should be, ~hmch neces- 
sitated the employment of new outsmde d~roctz~g executives 
and asszsta~%s. Thzs proved expe~,smve z~ tmme a~d money. 

The great number a{]d slzo of wdr coutracts threw such a 
sudden and addl~moual flna#clal load o~t the co ~tzactors that 
~t ~s qumckl~ evldout tha~ p~om±)t p~lyme~It by the GoverJ~ao~t 
for labo~ and matormals contracted for was esse,%mal. If 



contractors had ou!y been pa~d monthly, less reserve, as ~s 
generally the method on p~mvate work, the whole ~r program 
would have been sermously menaced. 

From one who was very closely co~mected ~mth World War 
constructmon problems as operated m~ a ~umber of Governmeutal 
Departme~ts, I ~vmll say that the past certamuly has taught us 
a groa~ deal, and very much of ~hat ~e have learned ~s ap- 
plicable for use mn the future. 

Row that ~ze have touched brmefly on the 0ast, let us look 
~e the present and future status of Construction. 

B. ~ Resume of the Prese~t Status of the Constructmon i~dustry. 

1. Coustructmon Facml~t~esZ~oy_e_d. 

~Iost of the const,uct~on facmlmtmes, by ~vhmca ~s meant 
construction f~r,~s, are o~ly fairly well occupmed a~d except- 
mng a relatively few they are far below their capaczty ac- 
cordmn S to past sta~dards. Prmvate co~structmon ms slow mn 
starting ~fl~mle publmc work of all k~nds ms o. tme ~ncrease 
and mf the preparedness program goes ahead thms class of ~rk 
wmll be further extended. The total volume of 1958 contracts 
av, arded ms estmmated at 8~ to ~ b~llmon dollars, wh~le the 
capacmty of the entzre ~ndust~y at preseot ~s easzly ten b~l- 
l~on dollars volume per year. 

2 Present Labor Smtuatmon 

It is to be antlclpated that the present puollc program as 
it gets further under ~ay a ~d private constructlon revives 
will develop shortages in certaln trades of mecnanlcs due to 
t~e fact that few nevr mechac!cs have been tra!~ed durlng the 
last ten years and others have passed on or have e~tered other 
lmnes of employment. Labor u~monlza~lon ms still or the In- 
crease a~id the controversy bet~¢een ~he C 1.0 a~d the A F. of L. 
continues to cause some delajs a~d ~ntorru2tlon to work~ prln- 
clpally because some l±ncs of mator!als are produced by worke!s 
eff111ated ~rmth the C 1.0., ard in some areas certaln A F. of L 
c~aft unmons refuse to handle such n~torzals. Also, ~n some 
• nsCa~ces, where a contractor has been engaged to oonstlUCt 
a project for a~ mndus~rmal pla,~t whmch has been orga~mzed 
by the C 1.0 , the contractor has encountered dlfilculty in 
brluglng In hls o~v~ iorces because sach workers are A.F of L. 
aff±l~ates, fhe Bumldlng and Corstructlo trades have very 
few C.I 0. members at prese~t. 
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Personally, I be!mere that before thzs dual unmou fmght 
becomes a sermons menace to productmon, peace between the 
Labor groups or gover~aent mnterventmon wzll take place. In 
case of emergency certa~ly z~erruptzo~s of th~s kmnd will 

~ot be tolerated. 

The operatzon and enforcement of the '~agnor Labor Rela- 
tmons Act on the state of constructmon pro3ects has not 
really had a tryout Except &n a very few mnstances, the 
Labo~ Relations Board has not attempted to ta],e 3urmsdmctmon 
and zn these few mnsta~ces the questmons mnvolved are rather 
mmuor and apparontlg wore stramshtoaed out wztnout resort to 
formal hearmng or prosecution. Thms does ~ot mean, however, 
that dmffmcultmes because of thms act may not be mn store 
but rather that the Laoor Relations Board was occupied wmth 
other matters znvolvzng larger g~oups of employees. 

The Fall Labor Standards Act of 1938, colmuonly referred 
to as the Wsge a~d Hour Law, went mnto effec~ mn October. 
Thls la~, at the p~eseut tlme, ms causlmg couszderable con- 
fusion la the co~structmou industry, due to the fact that 
mt is not kno~ defmnltely whether col~structlon operatmo~Is 
at the state are embraced wmthmn the terms of the act, that 
ms, whether or not they can he construed as oemng mn Inter- 
state Commerce. The Ad1~umulstrato~ has mssued Interpretatmve 
Bulletlns Indmcatlng hms bellef that certamn classes of 
construction are wmthm~1 the act, parDmcularly reconstruction 
and mamntena ~ce operatzons on any project whmch may be used 
mn connection ~mth the production of goods or the movement 
of goods mn Iuterstabe Co~erce Hob,ever, the Ad~lstrator 
has contmnually pomnted out that he ms no~ authorized to 
~terpret the aot off~cmally excep~ for the purpose of gumd- 
~g hms own a~znzstratmve forces and has stated tha~ hms 

mn~orp~etat~ons are subject to change by court decmsmons. 
Therefore, until such coumt dec~szons have been handed down 
or Congress has taken steps to clarify the act, thms confu- 
sion ms boul~d to co ~tm~ue 

For the great bulk of COUStructlol~ ,~orkers, the mmnmmmn 
wags as fmxed by the law and the max!mtu~ hou~ s es~ablmshed, 
cause no partlcular hardshlp because most co~Istructmon 
~orke~s are pa±d far over the mlummum wage a~d the hours 
worked are usually fmxed by unlon contracts and are less than 
the maxlmtuu fl~ed by the act. Hog,ever, theme are many sal- 
armed employees recemvm~g good salarmes whose hours are very 
mrregular due to the nature of constructlon au~ themr smtua- 
tlo~ ms st!ll uncertamn. 
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The regalat~ons of the Admzulstrator also requmre the 
keepm~ of detamled records as to the tmme wo~<ed each day by 
each employee and the ~mount pared for ~mme ~orked for the 
f~rst AA hours and the s~ouut pa~d for wo~k ~ addition to 
4A hours, as t~e law stipulates that tzme worked mn excess 
of &4 hours must be pared a~ ~e rate of tm~e and a half° 

I~ add~tmon to the vlol~zon peoa!tmes as set u~ mn the 
act, every e~ployee ms gmveu the rl3ht to b~ing au action 
agalust the employer for the dmffereucs b~twee~ the wages 
actually pa~d a~d those requzrod by the act, a~d for unpamd 
ovortlm@ compousatlou, and, mr successful, the employer Is 
l~able to the a~.ouu~ clammed, plus a,~ equal addmt~o~al amount 
as punmt~ve damages, a~d the employer ~s also lmab]e for the 
cost of the act~ou plus reasonable attorneys' fees. %~nere 
ms no tmrae lz~mtat~o~ ~ as to wheu such sumts ~y bc o~ought. 

It c~u be soe~, therefore, that th±s new law has complm- 
cated the labor problo,u aria mt stroll renz~ns to be doter- 
m~od wh@thor or not thzs Industry ms under tne act. 

YUliSdlCt±Ona! dlsputes, that ms dlsputcs between two or 
more craft u~1o~s as to whlch should perform a glve~ part of 
the work, still remaln a major p~oolem. Several years ago, 
the Bulldlng aud Coustructlon Trades Degart~eut of the 
A F. of L. establlshed a pla~ ~ for the settlel~eut of such 
dlsputes, providing that pe~dzng settlement of the dlspute 
the work should go on without interruptlo~,a~a that piovlded 
the question could uov be settled locally it ,rould be sub- 
mltted to the Preslde~t of the Bulldlag and Coostruct!on 
Trades Department. Hms decms~o~ of the particular quostmon 
on the partzcular ~ob would be adhered to, pond~ug fmnal 
doc~s~o~, on appeal of ~he ~rbi~rator who is perma~ently 
employed by the Departmeut unaer the plan, the Ar0~trator's 
decmsmon to be fzual and bi~dm ~g on all wor±~ of the same 
nature m~ the luture. Unforvu~ately, thins pla~ has not 
proved successful for the roaso~ that ~ew dmsputes were sub- 
mmtted to the Arbmtrato~ fo~ such nandlm~g. Just recently 
the servmces of the Arhztrator ~cre termznatod aad at the 
p~osou~ tlme this pos~t~on ~s vacant, so that tao pla~ which 
ms st~ll offzc~ally mu effect has beco~e c d@~d mssue. 

These dlsputes 1~u no wise involve the elaployer except that 
they delcy the progress of the ,~ork and cause flnaucmol losses 
both to the O~n~er ~ud the Bollder° ~s the coutr~ctor is not 
o dlrect pcr~y to the dlspute, he is not in ~ position to at- 
+erupt to settle it. V~!ous employer groups ere mns!stm~ 
thct isbor fz~,d ~ p~ompt solution of ~nls ~st mmporv ~It curse 
~nd ere rocomn~endmug creatzo~ of a board of review wlth era- 
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ployer represer~tatzon for thzs puzpose~ szmzlar to a plan 
wl~zch e~zsted prevzous to the present set-up. Laoor, although 
cognzzant of the serzous~ess of znbernal st2zfe to thezr own 
organmzat~on,does not seem to be able to cope w~th the ques- 
tion of ~uzzsdzctzoual dzsputes. If Labor ,~zth the amd of 
e~loyers cannob fznd a solutzon to thzs problem~ the Gov- 
ernment wzll be forced to step ~n. 

5.  l~terzals Required and Avamlabzlzt~ Thereof. 

At the p~esent t~me, the construction ~ndustry ms gettzng 
znto a permod of accelerated actzvmty due przmarmly to the 
stmmulant of the P.W A Program, under whzcn approxmz~toly a 
bzllzon and a half dollar program has bee~ placed under con- 
tract wmthzn thc last three or four months. 

Industrzal coJ~structzon, as well as ooluf~ercla!, although 
bad±y laggzng, ms zncreasmng some~vhat zn volume due partly, 
I belzeve, to the amen~aent of t.ue tax laws by the last ses- 
szon of Congress wnzch modzzzed the tax on profzts used for 
capital ~mprovement s. 

In the fzeld of houszug, there ms a,~ mzlcrease due greatly 
to the Federal encourageneut, gzven mn o~e way or another, to 
home constluctlon, notably the program of the Unlted States 
}iouszug Admzuzstratlon whzch zs at last gettzng under way and 
the F.H ko 2rograz~ co~tznues to be a stzmulau~ to ordmnary 
reszdentzal constructzo,~, with the Admznzstra~zon gzvzng evz- 
deuce of an mntent!on to accelerate further tnms program. 

The present outlook :zu the coustructlon zndustry ms, 
taerefo~e, conszderably oetter taan z~ has been for some tzme, 
although it cannot ~ow be expected that the construcblon vol- 
ume for 1939 will come close to equalling the vol~u~e of the 
years in the labe t~Te~,tzes. 

There is no presen~ il~dlcatzon that any shortage of ma~e- 
rzals zs to be e~ected. '~hzle many sources of raw materlals 
have been closed do~'~ stance the deoth of the depresszon, bhere 
st11] remalns an adequate supply fez a~y program now i,-, antz- 
czpatzo~ and zt ms to be expecbed that add!tzonal sources 
co~uld be tapped w~thout much dlffzculty or delay. 

. I..V.~nagement. 

The ~a~agement facllztles of the consbruc~lon zndustry at 
the present tlme are not as great as they were ten years ago 
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±-,a ~y f~_rms have passed out of e_~zste~ce due to the depressmoz~ 
~nd othezs have been forced out by reason of operations of 
[ P ~. I~ goz~% mnto the Construction Buszness, th~s en- 
croac]m~eut by {.P.±. has es#ecza]ly affected small ]~u~uczt~al 
contractors, much of whose ~arkct has boon t~i~o~, iron tbom. 
Ho~ovo~, most of ~_~ lar~cr finns l~avc manao~d ~o survzvo 
although thozr manegomo~,t porsou~ol aas boon reduced ~u pro- 
portzon to the voltuno of ~ork a¢azlaolo. It can be s~atcd, 
howovor~ that those m~.nagcmont facz]~_t~os caa mn many cases 
be 2oad~l~ expanded by o~mstzu6 fz~ms as m~croaso ~u baseness 
~arr~nbs However, only those fmrms whmch have nazntamnca 
tncz2 pos~t~om ~n the zndustro aur~ng the slump are zn a 
pos~t~on to act promptly and uffzczontly zn an emergency. 

5 F~na~ces.  

The f~nances of constructzo~ companies obvmously nave 
suffered during the per!od of depression, l:ost fmrms for a 
t~me kept larger fozces on tnezr payrolls than was 3ustzfzed 
by the ~ount of busm~ess oq nand~ necessarmly eating mnto 
the available capmtal, bit th~s per~od of exeess organmza- 
t~on ~s now over. Co~pet~tzon for the lzm~ted amount of 
work has been so severe that the deszre for woxk has re- 
sulted often ~m unsound bzddzng ,~zth the result that the 3ob 
sho~ed a loss znstoad of a profmt. 2hms cut-throat compotz- 
tzon has greatly affected the fmnancmal posmtmo~ of many 
contractors and nas boon ospoczally fatal among sub-co,~trac- 
tois. 

Even in cases ~vhere a partzcular project may have proved 
pzoiltable, under the undzstrlbuted proflts tax pzovmslons 
of the Revenue Act of 1936 zt was mmposszble to zebumld wozk- 
lug capltal e~copt at a Leavy penalty L1kewzse, the banklng 
structure has seen vast changes and zt ~s necessary for most 
all constructlon organmza~lo~s to 2of otto thezr llues of crodlt 
and generally those lzuos of c~cdl~ are now curtazled as com- 
pared wmth the sltuation provlous to tnc dcprosslon. Thls 
condztzon accounts zn a ~ay for the fact tha~ on many of the 
larger ~ederal projects a numbe± of fzrms have pooled thezr 
zesources and nave taken bhe p~o3ects as joint ve~tures 

6. Transport m~lon 

] .u ~To preseub dlfflc~l.les have been encountered wmth respect 
to transportatlon le all k~o~ that the raiLoads are in bad 
shape flmanclally but up to the present, at least, they have 
beeT~ able to satmsfy the physlca! ~oeds of th!s l~dustzy. 
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The h~ghway transportatmon faczi~t~es ha e been mncreased 
and an ~ncreasmn~ly larger pezcentage of construct~oa mate- 
r~als are movzug ocer the h~hways Therefore, from pzesent 
prospects and unless t~±ere should be a complete breakdown mn 
the railroad structure, zt ms not antmcmpated ~hat ~mportant 
d~ff~cult~es w~il be er~couutered ~n connection w~th any pro- 
gram now ~n v~ew, e~ther of an emergency uat ar~ or ~n prep- 
arat~on for the meeting of an eraergency. 

A Statement of mh<pected Problems Dur~_~ the 2rans~tmon 
Per~od ~rom Peace to ~ar. 

Obviously, the magnmtude of these problems wmll depend 
a~os~ e~tmrely upon the e]teut to whmch the co~strucvzon 
• udustry ~s con~u~ndeered ~ evenb of war. On the presump- 
tmon that ~ne entmre ~ndustry would be maternally affected, 
the f~rst problem ~s to know which classes of pro~ects, both 
public and private, underway at the tmme, are to bo permit- 
ted to co~tznue and to ~ecomve przormty class~Imcat~o~, and 
whmch must be suspended or curtailed as bem~g ~on-esso~tmal 
to the o~ergoncy. 

It must be co~sldered that a contlact is a bl~dl~g ob- 
llga~lor between the Owner and ~he Contractor fhe cor~ractor 
in tur~ ~ has bludlng obll~atlons wlth o~hers wlth whom it is 
necessary for hmm to deal, e1~her subcontractors or furn!shers 
of equlpment a~d materlals, if a go!~g project ms deemed 
essentlal a~d should have a prlorlty ratlng, it is ~ecessary 
that all conce~_ned have thls Inforna~lo~ at the earllest pos- 
slble date~ so that the 0~ er and Contractor may know the 
status of themr ~ork ar, d also tmat bhe contractor may be 
placed in a posmt~on of au~horlty mn m~formm~g those ~ho are 
performmng for him. If, on the o~her hand, the pro~ect ms 
determined as non-esseotmal, then a plan must be worked out 
whereby appropriate notice may he g~ven to all affected par- 
t~es and, by means of some fo~m of offmczal actzon, the con- 
tract oblmgatmons ma~ be suspeuded or curtamled ~mthout undue 
loss to the partmes mv~volved° Also, suffmcment latmtude 
should be provzded so that the work ~n progress caa be ade- 
quately protected so that the portmou already performed on 
suc~ pro~ects wml± not be unduly damaged or funned through 
such suspension. 

It would also seem necessary that the status quo of the 
industry smo~id be presezved for a llmlted period durl~g 
~ra~Isltlon, otherwzse zt can be aotlclpated that a most cha- 
otzc co,~dltzo~ would result, sucn as the leavmug of pro~ects 
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by employees, the fa&!ure to conb~nue to supDly matermals and 
equmpme~t, etc. tFnms transmtzon permod offers probaoly the 
most crmt&cal phase of the whole problem and to [m~u~mmze un- 
desmrable co,~dmt~ors, an ~nf~n~te amount of pla.m~n~ coord~- 
harmon and cooperatzon ~&ll be requzzed. I am certai# that 
the constructzon mndustry wml~ gmve every cooperat&on. Speak- 
mng for the general contractors, as ~ep~esented by The Asso- 
czated General Co~tracbors of ~merzca, I know that ~hrough 
thzs organ~zatzon they are gzvmog every posszble cooperation 
that has been eztber requested or suggested. 

D A Pro~ectxon of the Constructmon Industry Into ]Jar 
Condmt~ons As of the Near l~itu~e. 

I. Coustructmon Fac~iztzes to be Emplp~ed. 

Constructzon organ!zatmon ~ust, of zecessmty, be flexlble 
from the sta~dpoznt of the slze el management f~cmlltles. As 
has already been po~n~ed out, m~uy co~s~ructlon organmzat~ons 
are no ~ore and others have reduced themr organmzat~ons mate- 
rlally. However, ~t ms not an~mc~pated that any great d~f- 
fmcult~ would be encountered ~n recrumt~ng these forces to 
meet any needs, w~ta respect to equmpmen~ because of the low 
volume yea~s smnce 19Z0, construction o~garmzat~ons generally 
have not cairned the stock of oo~uptmnt or replaced old eqump- 
meut wz~n ~ow to ~ same degree as heretofore. On She other 
hand, new equmpue~t ms much more effmc~ent and desmgnod for 
~uc~oasod capacmty. In case of a vast emergency constructmon 
program, ~t ~s probable that a consmdorable amount of older 
oquxpmont would have to be ut~Lzod. 

2 Labor 

Wl~hout a doubt, the greatest problem whlch must be met 
in the eve~It of ~a~ would be the handllug of labor. Labor 
leglslatzou placed on the statute booms wmthlu the last szx 
years has gmven labor an mudepe~dence not heretofore e~pe- 
rmeuced. Full opportu1~mty has mot yet bee~ mad to dmgest 
the effect of all these measures. 7e do ~now, he, fever, that 
mt was the evlaent ob3ect of thms leglslatmon to grant 
greater latltudes to labor and, conversely, to cartaml the 
rlghts of ~nagemeJ% !n conuectmon ~mth labor, and the law 
is certamnly workzng in trims way. Host mmpo~taT~t, these 
laws do not coutazn provisions for them~ suspensmon mn case 
of an emergency. Thc abll1~y of ce~stluc~lon to proauce mn 
an emergency w~ll be measured pr~marzly by man-pop,or and the 
oxped~tmoos use of thls avamlable n~n-power. 
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Through Gover~ eutal encouragement and offmcma! st!mula- 
tzon by labor organmzatlons, the hours of ~ork nave been 
steadily reduced, wages have been Increased and penalty over- 
tmme rates placed lu e~ eco for work outside of certain stlp- 
ula~ed hours, i~ a na~o ~ emerge~my where avazlable man-po~er 
is going to be the controlling factor, it is highly essential 
that it be possible to work thms 3abor to the very best advan- 
tage, regardless of the unions which ~y oe involved. It is 
most essentla], therefore, that the full cooperatlo~ of or- 
ganized labor be obtained in order that regulatmo-~s ~hmch 
labor might doom necessary to mrs purposes during peace t~me 
w~ll not stand as a handicap ~o produc~mon dorin;o war. 

~. 1mtoria!s Rooum,od and ivamlabilmtl fhoroof. 

The adequac~ of materials a.~d bme~r ava~labJ!it~ in the 
eye,it of ~rar ~ll depend ~0rlmarily upou the location of the 
coustructlon contem[plated as necessar~ to such an emergency. 

If bhe constrllcvlon actlvioy ms dls~rlbuted generally 
tnroughott the U ,lied States, me gzeat difflcoltv !s antlcl- 
pared, as such a coudltlon ~vould man~ possible the utiliza- 
tion of local materials a~d supplies, as 7zell as those coming 
from more d~sta~ oo~uts. Ho~mver~ ~f co~structlon is con- 
ce~trated in a fo~ areas, the propos!tlon will oecome more 
complicated by reason of tLe transportation piobloms zuvolvod. 

Prlermtles la regard to supply of materia!s should, of 
oourse, be establlsned as conditlous ~rra~$. 

. T~iqnagement 

i~ order that a given project, regardless of its magnitude, 
nay be properly coordluated, it is hlgnly essential that a 
sinole constructiou orgarizatlo~ be lU coi~plete cha,ge of such 
management, fhe firm asslg~ed to a given project should be 
fully ~an!liar ~ith the type of ~ork at hand, should have past 
ezperle~ce on a p~oject of the scope and siz~ of that to which 
it is assigned a~a have broad information and contacts vlth 
the available suppllers of matormals and necessarv oqumpment. 
Smaller const~uctmon fzm~s can be used to excellent advantage 
for different pa, ts of the wor] ~ but their efforts should be co- 
ordinated through a single head and all supplies, materials, 
etc should be handled and scheduled th,ough it. 
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Laws enacted ~n the last fmve and szx years have compli- 
cated the problems of nmuagement mater~al]y and the z mtter of 
mandatory record keepmng ~s no longer a minor ~tem. The 
national Socmal Securmty Law and the Sta~e Unemployment Com- 
pe~satmo,~ Laws, the Famr Labor Sta~dar@s Act of 1958, the 
various sales a~,d use taz laws enected by the separate states, 
all requ~e an mnf~n~te amount of detamled record keepmng, 
and these records are sub3ect to m~vest~gat~ou for varying 
periods mn the future. In addmtmon to these, there are a great 
many reports which must be made per~oamcally a~d zn some ~n- 
stances reports for each ~nd~vmdual employee must be kept. 
Trims s~tuatzon ms an mmportant cons~deratmon as mt must be 
fully contemplated ~n conuectmon wzth the contractual arrange- 
ment to be made between the 0~mor and the Contractors, and ~t 
should be recognized that whab heretofore mzght have seemed 
to be a~ un~ustzfmablo ntuuber of clerzcal employees and ac- 
countants are now obvmoasly essentmal if the contractor ms to 
comply fullg w~ bh the prov~s~ons and regulatmous perta~nmng 
to these enactments. 

5. ~lnances 

As alread ~ polnted out it has heen necessary to make im- 
portant changes l~ the flnanclal sbructure of constructlon 
f!r~is, as well as all others. There are still a suostantlal 
n~ber of constructlon flrms that are well fmnanced whlch 
could reasouably be e~ected to handle a large emergency con- 
struct~on program but m~ all contract awards current f~nan- 
elal ratlng ?us~ be graven co~szderatmon He,rover, llues of 
credlt are not as easy to estabLsh or expand as once was the 
case. it should therefore be contemplated in connectzon with 
emergencj contracts that the contzactor be relmbursed mr full 
as soon as possible for oxpondmtur~ made. The accounting 
procedure should be s~mpl~fzod and someone at the s~to should 
be autno±~zed to pass fzgally upon the suffzc~ency of the ovm- 
do~co as to such expense presented by the contractor and be 
cz~pow~rod to n~ko rcmnb[usomcnt pro~ptly w~thout trio nccossmty 
for approval to come from ~shmngtou. 

6 Transpor___ta~lon 

Based upo~ the oxporloncos of the last war, transportation 
problems agomn boco~,~o most importa~t lJ~ the prosocutlo1~ of an 
omorgonc~ program. ~Iore a~aln prloritles must oe establlshed 
and full coordlnatlon must exist all along the llnes, Con- 
s~de!at~on must be glven to the fact tha~ t~e railroads are mn 
a preca~lous poslt~oo and nave added but llttle to thelr facll- 
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l~les for a conslderable porlod of tlme. Fortunately, slnce 
the last war, hlghway transport facll!tles have been greatly 
mnc~eased and wmll, wmthout a doubt, prove af greatest advan- 
tage m~ an emergency. Howsvez, mt must be antzcmpated that 
truckmng facmlmtmes, that m~, the hauling unmts themselves, 
would have to be mncreased zn ~mmber very rapmdly mf the full 
poss~b~lmtmes of hmghway tr~nspor~atmon were to be realmzed. 

Vfnllo I have c~doavored today to touch the hlgh polnts of 
the Constructlon Inaustry in passlng from peace to war condl- 
bmous, I Dave not roforxod be the importenco of coordlnatmon 
and cooperatlon between varlous Government departments deallng 
wlth thls Industry. Relther nave I dlscussed lU any detall 
the type of contract, method of selectlon of contractors and 
subcontractors, preparatlon of plans a~d speclf!catlons in- 
volv1~g the questlon of selectlon of outslde archltects and 
en&l~eers, accountancy methods, superv~slon and znspectzo~ ~, 
etc. I~Iost of these subjects wh!ch ale essentlal in a broad 
study of the Constructlon Industry incldent to war I covered 
in my address last year, to wh!ch I would refer you, as really 
thls talk, as I stated in opcnlng, is supplemental to that. 

~ny polnts i know are in your irluds, and ~th Colonel 
Miles' permlsslon I am golng to ask you to flre questlons at 
me w~ich elthcr I~ Foreman, Asslstant ~naglng Dzroctor of 
±.G.C., or I will answer to the best of our ab111ty° 
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Dlscusslon Followlng Lecture by 
A C Tozzer 

Vlce Presldent, Turner Constructlon Company 

January 12, 1939 

Q Last year you spoke about the self control of industry. Durlng 

the constructlon of the C C C. camps, due to the fact that tlme was an 

element, in each locallty the Govermment went into the pr!ces of materlal 

Immedlately went up. Do you suppose that the industry Itself could con- 

trol those prlces in the next emergency, provlded everythlng else was 

settled? 

A I can clte the emergency of the hurr!cane up in New England, 

zhlch Is falrly recent. In New London, whlch was hlt as hard as any clty, 

we were called an there by two or three concerns for ~hom we had done 

buslness, and we went up there as soon as we could We found such 

materlals as lumber for roofang had soared to a terrafac helght, but 

even before we got there the mayor had those praces down He dadn' t use 

marshal law and he dldn't use has governmental offlce to do it, at was 

just by mere publaclty of a proclamataon. Those praces went down to 

the retall prace where they were before the hurrlcane. Of course every- 

body was sold out In two days or less. In other words, at was popular 

opanlon that kept those prlces down. If the thlng goes throughout the 

country I thank the Government has to do somethlng, wlth the sad of the 

varaous manufacturing industrles and supphers of materlal, to clamp 

down a base whlch will have to be msantalned. You can, of course, 

estabhsh it by enactment of Congress or law, but that takes a good 

while. You will flnd that publac oplnaon goes a long way on a thlng 
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llke that. It cured the sltuatlon up in New Englsmd and that was 

crltlcal up there because, as you know, New London was absolutely cut 

off from the world, roofs were off houses and people had no place to 

llve, and I thlnk that that, together wlth a proclamatlon of some sort, 

will put Industry on Its guard and it will have to protect itself. Of 

course It would be contemplated what should be set up beforehand, not the 

sche&~!e,but the method of approach would all be part of the stud2 whlch 

is presumably belng made ever these years to meet an emergency. 

Q Do I understand that in the event of war you would be unw1111ng 

to take large constructlon jobs except upon a cost-plus basls? 

A. What other basls could you take them on? You want to glve us 

a contract Well, mhat is It? I don't know. 

Q I am assumlng that you have your speclflcatlons. 

A. If you have your plans and speclflcatlons, I don I t call that -- 

that m~y be emergency work but that work can be let out on a contract 

basls. 

Q. Fixed prlce? 

A. The Government has to stand back of that contractor to guarantee 

that hls prlces that he is paylng for hls materlal are not golng to be 

jacked way up and that someone else who thlnks hls job is a llttle more 

important and has a prlorlty will get hls materlal on the flrst job away 

from the second fellow so that the second man mlght not be able to 

perform. He mlght have hls labor taken to a job whlch is consldered 

more Important. In the World War we had contracts dlrectly wlth the 

Government, we had them wlth the Navy Department I can thlnk of one 
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speclflcally, but that contract wasn't half as important to the Navy as 

gettlng some material out of a plant whlch was a private industry That 

prlvate industry got a prlorlty ahead of dlrect work for the Navy Department. 

So when you ask us, "Can you take a contract", I say that we can take it 

if we can be guaranteed unlnterrupted and falr servlce on the procurement 

of materlal and the price we have to pay for it" If it can be regulated 

so prlces can be flxed and you can guarantee them, well and good ]But it 

is very dlfflcult to do that In an emergency because everybody' s job is 
I 

the most important, and therefore I mentlon prlorltles repeatedly, and 

pr~ontles are the only thlng whlch keep the ~mportance of jobs in llne. 

Q. Assumlng that thls is s Government job and you are golng to get 

pr~orlty, you are faced then wlth two elements, posslble increase In the 

prlce of labor and materlal, is that it? 

A. Not only that increase in the prlce of labor and materlal, but 

the dlfflculty of procurlng labor or materlal. The major portlon of your 

work, as I see it, will be along the Atlantlc seaboard That ~s a 

concentrated area, whlch I referred to, where material will be at a 

handlcap Suppose you are In a place where there are three or four other 

operatlons and you want a lot of materlsl The local materlal has already 

been ordered up by the prlor jobs or by jobs whlch have a flrst prlorlty 

on them. Then you come along and have to brlng your materlal In from the 

outslde That costs more and it is also llkely to delay the operatlon 

It is a very dlfflcalt th~ng, in my m~nd, to th~nk of awarding much on a 

contract bss~s after you are ~n the real emergency, because you are 



just absolutely at the mercy of everybod7 else Howevert when the emergency 

is here the plcture is absolutely dlfferent 

Q Since thzs questlon of contracts has arisen, l would llke to say a 

word In favor of the cost plus contract. When the war broke out I was wlth 

a good-slzed constructlon company We were dozng conslderable work for the 

Eastern Manufacturlng Company, a paper concern, and we were dolng it strlctly 

on a cost plus basls. I thlnk that even in peace tlme the cost plus basls 

is a good way to handle a constructlon to get away fro~cut-throat competltlon 

You brlng a constructlon organlzatlon Into the plcture and you pay for 

the organlzatlon's expert knowledge and experlence, and prowded you handle 

It rlghtly I thlnk It is still the most efflclent way to do, and it is the 

only way to handle war-tzme constructlon I was wonderlng what your idea 

was on that 

A I agree wlth It in general only I want to say that anybody who 

has been through the mill at all knows they should not use the term 

"cost plus " The term "cost plus" queered the entlre program There was 

hardly a project for the War Department that amounted to much that WaSh' t 

investlgated, an& the cost plus element was most crltlclsed. Therefore, 

call it a fzxed fee. A flxed fee is a certaln amount of money for so 

much work, but there as not much lucentlve to a llttle fellow down the 

llne to be extravagant and buy hls materlal regardless of cost because the 

cost plus zmmedlately thanks that if he pays ten dollars more for it per 

unlt he will get a llttle more proflt and in the fee that is all absorbed 

in the buylng plcture I thlnk the thlng whlch ought to be done zs to 
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keep to the fee type of contract zf posslble rather than the cost plus. 

I thznk you will run up agalnst terrzfzc cr~tlczsm from the stsndpoznt of 

the publlc and the standpoznt of the polltlczau that there is wastefulness, 

and we can sell today a fee contract as we are selllng rlght along, but 

If we mentlon the word "cost plus" it Dust doesn't go. 

Q. I am talklng about the prlnclple. You make an estlmate c~ what 

the job is goang to cost and that estlmate is the basas, the superlntendent's 

estlmate or somebody else's, as to what that as going to cost. Maybe you 

gzve hlm a bonus for comlng under that fagure, maybe penaltles if too h!gh. 

The maan trouble durlng the war was the Government lacked that long range 

planning. Some were gettlng t~me and a half or double tlme on Sunday and 

then ~ere laad off Monday or Tuesday, and you weren't gettlng the job 

done any faster. You had contractors badd~ng agaanst each other. If y~a 

have the proper long range plan your materlal prlces ought to be reasonably 

flxed. 

A If you have competatlve blddlng you are also up agaanst the 

proposatlon of a contractor baddlng on somethzng on whzch he may not be 

experzenced enot~h to bad antellagently ~nd he is llkely to be so low in 

funds that he can' t carry through the contract It becomes a loslng 

venture for hlm The greatest trouble wlth a lot of these Government 

contracts, and prlvate the same way, is that they wzll get a range of 

bzdders and gzve it to the low fellow, and the low fellow just folds up 

He hasn I t the capaclty or fznanclal backing to carzy through hls contract 

So although at is on the statute books, Government state work doesn't 
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have to be awarded to the lowest bldder if you have sufflclent other 

reasons. There are very few tlmes on account of the crltlclsm whach arlses, 

but in an emergency, as I sald, you don~t have the informatlon, very often, 

in sufflclent shape to even bld on because they want the thlng tomorrow. 

They want the job done the next day In other words, the emergency is on 

top of you. 

I want to touch on one thlng whlch I d!dn' t touch on only brlefly 

before, - the questlon of the supply of labor, and the attltude of the 

A. F of L. The constructlon industry doesn't deal wlth the C.I.0 , e?-cept 

perhaps in a few isolated cases throughout the west or south, but the A.F. of 

L. for years has been the body we have dealt wlth. Of course durnqg the 

next war, at least in all the popular centers the men will have to be 

unlorazed There is no questlon about that, and is the unlon golng to 

take anybody in overnlght whether or not skilled and therefore very poor 

efflclency, or should they, wlth the emergency as one of the reasons for 

the dropplng off ~n number of membershlps, do something about the flll1~E 

up of the ranks for the depletlons whlch have occurred due to people 

golng to other industrles, death, Inflrmltles, etc. 

This chart whlch I have used a good deal is one I made up on the 

study of apprentlces In New York City. We have had the feellng for the 

last three years that the constructlon industry In certaln places mlght 

not be able to meet the demands put upon It as far as man power is con- 

cenned unless new men are brought into the varlous crafts. We have had 

very slack tlmes, to be sure Before the depresslon started we had a 
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very elaborate scene there of apprentlceshlp tralnlng A boy got experlence 

out on the job and then he went to night school to tle up wlth the Board of 

Educatlon for vocatlonal work and arrangement wlth the assoclatlons and 

indlvlduals for the boy to get work on the outslde. Th!s chart shows the 

sltuatlon. Thls is dlsputed I will tell you frankly, by the labor leaders 

in New York, that it Is not correct, but nobody has been able to produce 

anythlug more accurate.Thls starts wlth 1926 and the years are along here. 

Thls Is the volume of buslness, the volume of contracts, the volume of 

bulld~ng permlts issued by the Bullfhng Department (some may not start but 

that is a small factor). Here Is a bllhon dollars in 1926 It goes down 

to 900,000,000 dollars in 1927, and then look where it went to In 1932 it 

went down to about 8 percent of the peak Thls llne (indlcatlng) represents 

the supply of available mechanlcs, and on the assumptlon that there was plenty 

in the peak years whlch, by and larger, there were, there was a 5 percent 

decllne beglnnlng wlth 19~0 and through 1936. That 5 percent was deter- 

mlned -- the unlons refused to g~ve us flgtLres as to thelr membershlps 

because they had so many men In arrears durlng the slump that they dldn' t 

know whether they were members or not ~ they lost trsck of them -- but check- 

ing up wlth the total membershlp of the A. F. of L and the flgures glven 

in the natlonal report of the Bureau of Statlstlcs, Department of Labor, we 

come to 5 percent per annum decLne over a period of slx years Then that 

was increased to 8 percent due to the fact that everybody was gettlng a 

llttle older and more in proportlon were dropplng out When th~s chart 

was or!glnally made In 19Z6 of course the projectlon of thls permlts issued 

hne was just the th~ng. We dldn't know what the future had, but thought it 
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was golng to contlnue to go up. I had the whole Ludustry upset by the fact that 

we were go!ng to be out of mechanlcs in 1938, last year we were golng to have 

a shortage. Even wuth the World's Falr we haven' t had a shortage, and the 

permlts go off flato 

Where these two llnes -- three years before that tune we ought to be 

tralnl~ more men because a mechanic tal~s about three years of apprentlce- 

shlp tralnlng. It shows that now we are golng to have a ser!ous shortsge 

In 1940. We thought it could take care of itself for the next year, that 

is, In New York. The country by and large may be very much interested We 

are now very much interested in trylng to get the unlons and the publlc at 

large, the contractors, the umons, and the publlc interested in apprentlce- 

shlp tralnlng, but it is pretty hard to work up enthuslasm for apprentlces 

when only 40 percent of the men today, they say, are worklng. Yet looklng 

ahead and at an emergency program that is a very crltlcal thlng. I dadn't 

stress it much thls year in the paper because it is so open to questlon, 

but if these charts are right arzl if hlstory repeats itself, as we expect 

it will, there will be some shortages in some llnes. I bz lug that out 

because you hear a good deal about apprentlces and the Federal encourage- 

ment of tralnlng. 

Q. Mr Tozzer, I thlnk it would be of interest to hear how, from 

thas contract end, industry handles blg constructlon projects. For 

Instance, In some recent large projects, does the interested concern draw 

up all the plans and go out and get bxls? How do they do it? 
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A. I thlnk that Is pretty well covered ~u a good many ways but 

briefly today on a large operatlon It Is thls. Of course today in Govern- 

ment work the Procurement Dlvlslon or somebody else draws up the plans and 

speclflcatlons and goes out for cut-throat competltlon You know what 

happens. You had an ~llustration down here in the addltlon to the Bureau 

of Prlntlng and Engravlng That bulldlng was very serlously delayed 

The contractor took advantage of the fact that one llttle corner wlthln one 

part of the slte wasn't clear for hlm long before he got there to tackle 

it, but he used that as a reason why he couldntt prosecute the job. He 

stopped and instltuted proceed~ugs and collected a goodly sum for dsmages. 

That is one way of dolng the job. I thlnk a lot of concerns would have gone 

ahea& and done the best they coula. But where you let work on a contract basls 

where plans are supposedly complete there isn't much to be sald about that, 

that is Dust the management of the job. 

I can clte one, for instance, up at Bendlx~New Jersey. The BendAx 

Av±atlon Corp., whlch was a subsldlary of General Motors, we built a new 

plant for In the Jersey Meadows, beyond the hills, but still meadows, and 

over there we had just sGne prellmlnsry plans They showed the slzes af 

columns, plpes, somethLng ab~t foundatlons, etc. They hadn't settled 

snythlng about the internal arrangement of offices, the ~es of floors 

they wanted in the vsr!ous rooms. There we made an estLmate based on a 

skeleton speclflcatlon, an approxlmate est~nate of what we belleved that job 

should cost, and on that we determlned the fee for our servlces, and if we 

saved so much we got part of the savings, if we overran beyond a certaln 

smount part of it came out af our fee. We guaranteed wlthln llmlts As 
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the work proceeded plans were perfected and we bought all the materlal and 

put it an as speedily as we could and got the job done Braefly, that Is that 

type of contract. 

Q. In general, the practlce In andustry is not to try to do a b1~ 

job on competltlon but select a certaln contractor and then negotlste wlth 

hnn? 

A I would say good practlce was that. 

Q I belleve what the constructlon Industry can do for us in war 

is l~gely dependent on its posltlon before the war in peace We are all 
on 

Interested in a good healthy constructlon industry. I wonder If/your 

chart you would be klnd enough to pro3ect that flrst llne ahead a year or 

so and tell us what you thlnk the prospects for the industry are and just 

what Is golng to happen to it i~ the ~edlate future. 

A That isn't an embarrasslrg questlo~ Everybody else has done the 

same thlng, and nobody has been rlght. I don I t know how to answer your 

questlon It is just -- are we golng to have more pump pnmlng proposl- 

tlons, and what Is the Whlte House goang to do? What Is the Federal program? 

It depends on the attltude of the admlnlstratlon I am not talklng polltlcs 

at all, but is industry golng to be left alone so they have confadence to go 

ahead wlth private ventures or are they golng to be slapped down wlth more 

taxes, or are they golng to be persecuted from the labor standpolnt? They 

don't know where they are at. There is more confldence today than there 

was but that same uncertaanty We have thought we were goang to turn that 

darned corner, but It is nothang an the world but a round col~mn now. 
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As they used to say down here in the N.R A ,It is one blg revolv~ug door 

and the flrst thLug you know you are out in the street agaln. I don' t know 

who is golng to answer your questlon. We have all had whacks at it but 

nobody' s guess Is ar4y good. There are a lot of men maklng predlctlons, but 

where do they get? It is just a question of stab111zatlon of the mlnd a 

good deal as far as present buslness Is concerned, not speaklng of these 

government emergency programs and thls government spending, but the govern- 

ment can' t always go on spending. If I could answer that I wouldn' t be here 

today. I would have a real job. 

Q. I thlnk you have answered It pretty well The same condltlon 

still prevails and no one knows. 

Q. Mr. Tozzer, last year when you were here you told us some of the 

dlfflcultles the contractors were havlng wlth labor, a sort of a racket 

whereby labor unlons could tle up a contract and embarrass the contractor. 

Could you report any progress in the settlement of that klnd of trouble 

~er the year? 

A. I don't recall just what you mean The rackets today, I would say, 

on the whole are not as extenslve as they were. The racket on scalplng 

of wages where they are deflmtely establlshed now by schedule has been 

corrected to a great extent by uraons. In other words, there is not as 

much paylng below the scale as there was although I do thlnk there is a 

good deal of It. Just to clte on that, it was found at the Wozla's Falr 

that certaln carpenters were taklng less than the scale, and the d~fference 

between what they were pald and the scale went toward the purchase of a lot 
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on a lake front in Ma~ne. That was a brand new way of gettlrg around the 

laws I call that a racket. 

Q. Wouldn't thls problem be taken care of in ~e next emergency? For 

!nstance, in peace constructlon on Government reservstlons we had the 

trouble of the plumber and the steamfltters, the electrlclaas, not knowlng 

how far to put it into the War Department. In cases llke that the con- 

structlon quartermaster can tell hlm to ao it and It is done Wouldn' t that 

be the case in tnme of war? 

A. In tlme of war you can' t fool wlth those dorn thlrgs at all, There 

has to be a means establlshed and the means establlshed are already set up 

if they will agree to them, that there will be no cessatlon of work, that it 

will be contlnued untll the tlung can be hesxd in a proper way, adjudlcated 

for the future jobs and for the balance of that job But as it is now -- 

here is th!s Naval reservstlon at Carderock Admlral Morrell sald to me, "If 

those fellows won't operate that, we w~ll send out some marlnes " That gave 

them a llttle scare for a few moments But labor Is In the sadale, it has a 

frlend, more thau one in thls town that Is back of them, and then they also 

are thlnklng, "Well, if we make too much of a rumpus and stlr tlnngs up 
and 

maybe the C.I.O. w~ll walk in and get somethlng, or vlce versa, /it is a 

terrlble sltuatlon. But In an emergency there has to be almost marshal 

law in thls questlon of jurlsdlctlonal dlsputes. It can be done, there is no 

question about it. But your bluff was thrown by the Navy and i carrled it 

down the llne, it dld help, but I don't thlnk anybody would have been 

d~sturbed if they had watched the marLues flddle around. They wouldn't get 

far. 

- 12 - 



Q. Mr Tozzer, some economlsts thlnk that industry is entltled to a 

proflt only as a reward for the rlsk it assumes Now in an emergency if the 

entlre r!sk !s assumed by the Government would industry be satlsfled to 

produce at actual cost of productlon? 

A. First, what is actual cost? Does actual cost embrace the salarles, 

overhead expenses af the company? I thlnk if you look over the last few 

years you will f~nd that the constructlon buslness has been dolng buslness 

at less than that, so that I thlnk t~t is just a commonsense questlon, that 

nobody should make too much money but nobody should suffer When you see the 

terrlflc waste whlch if proper plannlng and proper supervls~on is made can 

be saved, thst is where the"nlgger" Is in the woodpile. Nobody wants to get 

rlch I know mlghty well that durln~ the World War we had organ~zatlons 

tled up on Federal work that could have been out on prlvate contracts which 

were for the productlon of war materlals and made more money than we could 

have by tylng up our dolng somethlng else. You don' t get rlch on war 

experience. We lost money because you don't get pald. No offlcer got 

anythlng I couldn't even get a salary increase or an increase in tltle 

becsuse I was down on or~_glnal llst at so much and had a certaln tltleo 

If that had been changed the contract would have been nulllfled. So they 

tle you down, perfectly justlflable, but I thlnk that anybody Is entltled 

to a falr proflt Proflt, as it works out on a contract, 1~n't proflt in 

the flnal analysls of the company's aunual report because there is overhead 

expense, etc., whlch has to be pald out of thls mythlcal, so-called proflt. 

You can dlscuss economlcs, of course, untll doomsday. 

Colonel Miles" I th~nk we have kept Mr Tozzer on hls feet too long. 

Mr Forman, would you care to say anythlng? 
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Mr. Forman' I don' t know that there Is anythlng much that I can 

add One of the flrst questlons about the slze of the fee. It seems to 

me that that is samethlng that has to be studled from the a~le of where 

you are going to stop measurlng your costs. That proposltlon of settlng 

up a sche6ule of fees has been under conslderatlon by the Judge Advocate 

General's 0fflce and Major Fenn and a few others for a good many years, 

and we have been in contznual contact wlth them. Before you can start 

talklng about the fee you have to know just exactly what that covers and what 

it does not cover. One of the polnts whlch we took Issue on was the matter 

of equlpment, to provlde for rentlng the contractors' equlpment They have 

a clause whereby when they pay you up to the value of that equlpment the 

tltle passes to the Government. We don ~ t thlnk that is all of the cost by 

a long shot. First of all, that ccatractor has an investment there 

Secondly, while the tltle is h!s he pays taxes on that plece of equlpment 

Furthermore, when you rent that plece of equipment from hnn he Is requlred 

at hls own expense to keep It in operatlng condatlon, or are the job repalrs 

to be part of the cost of the job All those thln~s have to be declded 

deflnltely. Otherwlse, you can' t say whether the fee at 6 percent or 8 or 

lO percent is adequate or whether it isn' t. It is a very dlfflcult 

proposltlon but I thlnk that one that should be settled before the contract 

is put into use 


