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THD &RVY AND NLVY »UUITIONS BOARD

by

Lieus Colonel Charles Hines, Secretary, L U1 B
laich 29, 1939,

Qutline for Conference

4 The Essentisls of a Flan for the Nobilization of Incustry

I Procurement rlanning
1 Detemination of the Types of Tynipmert to be Used in Jar
2. Determination of Peguirements in Time and «uvaantity
3  TDeterrinevion of Sourccs of Supply
4, llocation of Industrial Jacilities
5 Zreparation of Factory -“lans
6 Developnent of Contract Forms for use in War frocurcment
7  Plans for Contrioutory Supplics .rd Servicces
8 Plans for Strutegic haterials
9 Coordination of .rmy wund dovy Procurement Planning

I1I. Control of Jconomic Rusourcos and Mobilization oi Industry.

1.

5.

Deternination of Oconomic Resourccs Reguiring war-timo
Control

hcasures applicable to the Control of Hconomic Resources
i Jar.

Decision as to the Role of the Permanent Government De-
partnents

Organizational Plans for the Emergency Control aAgencies.

Legislation necessary for FZmergency Control of Economic
desources.

B. The Problem of Transition from Peace to War. — Iavolves a study of

the management osroolers ane of the policics, agescics and proceduwc
existing, planncd, or possible of aevelopment, in mecting the jro-
curement problcrs o. the JWar and Wavy Departriats botweeca the time
that war 1s 1mmincnt and the actual cstablishmont of suporagcnciocs

C. Pericas or ‘hases within the Transilion Period =~ In nassinz from

a peace time sivuation to a condition of war, there will prooably
be three more o. less distinct phases in that vitally important

neriod.,

a

RASTRICTED

These aLe

Fiisv, vren wee 1is inmigent, vhea oaly peace-sime legis—
lasion is 1pn effect, when only the org.nizations now in
existence and current anpropriations are avallable, and
when where 1s execubive .uthority ior Fcderal agcncics
to prepsre for eventucwlities but vhen intern-tional or
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domestic concitions, or both, requwre that preparatory
measures be attended witui the utmost secrecy,

b Second, vhen a natioanal emergency has been declared by
the Presideat ana the provisions of Section 120, wation-
al Defensce act have been invoked by the Presidont, when,
1n addition to the power conforred in that Act, only
peaco~time legislation s 1n cffect, when only organizo-
tions now 1n existence and current appropriations are
avallable, and when the attitude of the peogle 1s not
unfavoranle, and,

e

Third, waen there has been a aeclaration of war by Con-
gress, ana an aypropeiation of funds for tne first year
has been made, when no adaitional legislation has been
enccted, when only organizations now in exiscence arg
availaole, rre wvhen support by the pcople can be uscd
s a mobtive force

Orgunization and Funclions of ihe Army cna Vovy Tuvnitions Boord

Copy of lceture o vwachea for futare roefcrunce Date 1lrecdy proscnb-
ed by me, (n p. rtl, to cl-ss 1in Decembor

The Problems whicl will Confront us ouring ithe Transition “eriod

T wi1ll now discuss means of liailson with exaisting governmeat depart-
ments and agencies a1d btheir contribution during the Transition
Period  Copy avlached
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ORGATTIZAYION » D FUNCTIONS OF TdHE
AT} Y AND NLVY MUNITIONS BOARD

by

It Colonel Charles Limes, C 4 C.,
Secretary, Army and Navy Lunitions Board,



RESTRICTED

Qutline of Lecture on the Acrmy and Navy Munitions Boerd

oy
It. Colonel Charles Hineg, C.A.C,, Secretary of the Doo.d

frentlemens -~ Today we will take up the senior joinl plaaning
and coordinabing agency for procurement and economic mobilization,

The Assaistant Sccrelar; of War is charged bs existing legrs—
lation with the rospongibility for assurance of adcguatc provision
for the mobilization of matdriel and windustrial organization ecsscn-
tial to war-time needs. .owever, he nas nobt the anecessary authority
to deal wath questions rclative Lo matéricl except those pertasning
t0 the Army. The Navy Department ig as vitaily intérested in this
problem as 1s the War Department and 1% 18 necessary that the needs
of the two Departrents be coordinated, in order that there be proper
plamming, Through Joint administirative actron the necessary coordi-
nation has becrn provided for by the esbtablishment of the Arvmy and
Navy Munitions Board,

A. Army and Navy Mnaoitions Board.

1, QCreation. = Organized 1a 1982 as a roesult of recom
mendations made by the Joint Board, It was roorgoaized in 1931, and
in 1935 two additional membors, {(onc from G4 Scetion of W.D.G.S.
and cac from the Bureauw of Supplics and Accoumbs, MNavy Department),
werc added to 1te Exccutive Commitboe. Avthority. - Joint Board's

letter JB No. 346 (Serial 181}, June 27, 1922.

2y Purpose of the Board is to:

D Formulote and kocp ap o dote such peosiinens plane
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and policies as in the opinion of the two departments should be
adopted by the Federal Government for coordinating and controllang
national indastrial effort in an emergency.

Dbe Assure the necessary coordination in the procuvre-
ment war plans of the two services, and in all plans, studies and
appendices thereto intended to facilitate the Goverrment's efforis in
an emergency to promobte osderly mobilization of indastry.

c. Form and direct the activities of such joint cor
mittecs as may be necessary to vousider, invesligate, and make recom-
mendations concerning pertiisent suogects falling within the purview
of the Board's responsibililies.

4. Wien a war cmergency 1s imminent and until the War
Resources 1s funcbioning to (uide indugtr.al activities and the wii-
lization of waterials incident to the procarement programs of the
Army and Navy, ard in goneral coordinate bnc procurcment program so
that the War Resources Admianistiabion can oporate wader civeum—
stances favorablc to Lvturc control,

&« After the full development of the War Resources
Administration as a national industrial superagency, the Army and
Navy Munitions Board will contanue to function as a procurement co-
ordinating agency for the Army and the Navy.

3. Persomnel. - Consists of The Assistant Secretary of
War and The Assasbant Secretary of the Navy, assisted by an Execu~-
tive Committec and numerous divisions and scctioms. The Exccubive
Committee, (consisting, Tor the Army, of the Executive fo Fhe

Assistant Sccretary ot War, the Director of the Planning Branch,
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0.A.5.W., and one member of the G-4 Section W.D.G.S., and for ine
Navy, of the Director, Fleet llaintenance Division, O0ffice of Naval
Operations, the Chief of Procurement Planning, Fleet Maintenance
Division, Office of Naval Operations and one member of the Burcauv of
Supplies and Accounts, Navy Department). Phe Assistant Sccretarics
of War and the Novy moke up the actual peace~lime board tunat con-
siders gquestions wnvolving jJoint interests in procurement plamming
and which sends recommendations to the Secretaries of War and the
Navy for approval aad to be amounced as a Joint Army and RNavy
policy for the case i1n question,

4, The above Executive Cormittee 1s charged with.

e Coordinating the work of the divisions of the board.

b. Developing aad recommending nolicies pertaining to
procurement, in time of war, of supplies in whach the Army anc Navy
have Joint interest,.

Ce Submitting annually on May 1, a schedule of pro-
posed suvgects for future comsideration and study.

ds  "Preparing and submitting on May 1 of cach year
an anmual progress-reporl of joint procurement plenning,

=1} Cauvsing o goint study to be mrde anmually of the
several parts of the Natiomal Industrial Mobilization Plan, and sub-
mitting as of May 1, each year, a report on the status of the ™ In-
dustrial Movnilization Plan', togethei w.th any recommeanded changes,

£« ‘'Studying methods in use in the War and Navy De-
partments for determining data on wnich procurement plans are based

and making recommendations leading to the simplificatioa and coordi~
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nation of methods an order to reduce the time reguired for the
presentation of total material requirements under any specific plan
oi operstions,

g Adgusting coaflicting requirenents arising in
plans for war procurement. Any deficicncies which may develop in o
war procurement plan supporting a joint plan of operabions which
may 4ffecet the execution of the joint plan arc referred 1o the
Joint Bowrd for a military priority decision.

h, Recommending the personnel to be assigncd from
the Army and Navy Munitions Roard and from the Army ana the Navy fto
the O0ffice of the Adminislrator or War Resources, as provided for in
the Industrial Mobilizalion Plan ain case of the establishment of such
8 SUPerogency.

L. Considering such obher mattecs as may he referred
to 1t by proper authoritye.

5. A Secretary for ihe Execubive Committee is selccted by
the Army and Nevy Munitions Board from the permenent personacl of
either service with the approval of the anpropricte departmeat. The
Secretary i1g charged with the following funchionss

a. Keeping records and nnutes of the Executive Com~
mittee.

b, Performing such olher dvties as may be assignad.

The Navy 1s now furaishing an officer for part
time duty in the 0ffice of the Secretary of the Army and lNavy Muni~
tions Board.

6+ Functions. -~ The prescnt organization and funciions
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of bthe Poard, together with the principles to be followed in 1ts ac-
taivities, are laid down in the document entitled ¥Industrial Wobili-
zation Plan® approved by the Secretaries of War and the Navy in 13306,
Putting 21 in summary form, the Army and Navy Ifunizions Soard is
charged with two very important functions in connection with induvs-
trial mobrlizatbion,

Qe It provides the meebing Lroond on vhich the Army
and Navy get togelher in coordinating their respective plans ior
war procuremcnt and is respomsiblc that such coordination 1s obtoined.

be As the seunlor ageney of the Goverament involved
1n planning for industrial mob.lization in wor, the Board must in-
surc that plans involving the Nation as o whole shall be prepared
and. that thesc plans shall be adegquate and workable.

7. Principles for accomplishuent of the two fTunctions

glven above are:*

&e It 18 a conbtinmming duby or the Army and Navy Muni-
t1ons Board to further war procurement planmiag in those phases
wherein & Joint Amy and Navy interesi arises,

be. The procuring agencies of the War and Favy De~
partments are charged with full responsibility for the timely pro-
curement of tho supplics assignen to them for procurcmert. The Army
and Navy Munitions Board, in coordin-ting plans, will continually
recognize the rosponsibility of the procuring agencics gnd 1n {ormu~
lating plans wall lcave wo the cstablished procuring agercics the
greatoest frcedom of action and imitiative consistent wilh the necos-

sary inbterdepartmental coordination in bime of war.
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ce Shortages and delays in the procurement of osupplies
in time of wer wiall be minimized by peace—time studies of Army aaq
Jdavy requarements and the resources and facilities available to bthe
Nation in war and by the preparation of plaans to adjusit discrepancics
between Army and Navy reguirements and national resoutCes,

de It 1s vatal that material requarements be detor-
mined with rapidaty in orvder that allocations and prioritics mhy be
nade to meet changes in the military o1 naval situation.

&+ Procurement plans wmust be currently revised to cone
form to approved plans of militarcy operabions.

fo It 18 essenlial ior the successful launching of &
war procurement program that the War and Navy Departuents kcep
available for procurement work at the outbreak of war gualificd
personnel conversant with btho problems involvcd.

ge The personncl requircd to cope with problems in-
volved i1n procurcrent planning and war procurcment must roccive o
high degree of btraining.

h. Ian the cooscdination of procurement plans of the
Army and the Navy, cve considerstion must be given to the essentiral
needs of the caivil population.

8. Coordination ara control., - The Arny and Navy IFuni-

tions Board, although not exercising any control over civilian in-

dustry, coordinates the indusbtrial demands of 1he Army and Hevy and,
untal the War Resowices Adminisbration is created and reody 1o func-
tion, cleairs procurcmc.l 1eguiremeats for the fighting forces, allo-

cates focilities, assigus production aund delivery to meet prescribed
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military priorities, and in general coordinates the procurerment pro-
gram so that the War Besources Aaministralion can take over its

funetions under circumsbances favorable to future conbtrol.

9, Authority and Approval of Action by the Board. -

Apnroval of action taken by the Vunitions Board 1s nol reqguiccd O
cent that any plans prepaced by 1t that affect joint wair plans and
Joint Army sad Navy policy relative to the natlonal defense arc re-
gquired to nc reforrea to the Jeanl Board for comsiaeration bolore
submisgion to the Secretaries of War and Navy. Pioblems upon which
the board cannot reach an azrcemcnt ave forwarded io the Secretary
of War and the Secretary of the Navy for adjudication. The Army and
Navy Munitions Board, therefore, is not svbordinate Lo the Joint
Boara but coorxdinates with Lt and 1s respons.ble only to the Sccro=
taries of War and Savy; for its actions.

10. Mgi&g&mg£m9£gr&tlogs - when a problom witnain the
province of the Board as above outlined ariscecs in ocrther scrvice .t
18 referred to the Army and Vovy Munitions Board. Toe Secretary
forwards 1t through the co~secretary to lhe Senior Member of the
Execubtive Committee of the other service for comment and rccommendo-
tions The Exccutive Commitbee then congiders the problem cndorsed
by the views of bolh scrvices and mokes i1ts decision bascd on thosc
vicews and the intercests of both scrvieces, or, 1f 2 more aetailed
study oe necessary, 1t mey refer the matlier to the proper vivision
of the Boara for study and recommendation belore final action is
taken by the Execubtive Committes. Action having been taken by tue

Execubive Committee and approved by The Assistant Secretaries of War

-



and the Navy, 1t becomes an approved joint procurement plan, policy
ocr allocation, as the casc may be, and stands as a procedent for
future problems of a similar nature,

The Board 1s assisted in 1ts work by its own suba:vi-
sions, manned in peace by personnel holcing positiops bolh in the
Board and in the planning organizations of the two services. The
training thus made possible will be of mascrial assistance in pro-
viaing the nucleus of personnel for the War Resourccs Aamiristration
when necded, When lhe occasion requires, speclal commcbttees and sub-
committees, with egual nembershap from the two services, are eslab-
lished., So much then for that portion of the Bowerd's dubies naving
to do with peace-time coordinalion of planning activity between the
Army and the Navy. Let us now consider morc in detail the scecond
and morc amportant functrion of thce Board, that of preparing the way
for those suporagencics which mav becoue necessary in & war orer-
gency. ou will notc, irom the charis on the front board, that the
peace~time organizational sebup of the Army and Navy Monilions Board
1s practically identical with that of the proposed War Resources
Administration. This acrangement has been made, of course, with the
tnought that the Board, un cxisting agency, should oe organized to
act for the War Resources Administralion during that critical peri-
od when the latter is getting under way aund that selected porsomnel,
together with esscatial i1ccords, would Je fctually transferred,
division for davision, from the Board to the War Rescurcces Adminig—
tration. We may say, then, that the skeleton orgenization of trained

pecsonnel for the War Resources Administration, and through i1t for all
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svperagencies, has now been set up. Likewise the filing gystem of
the Board has been made in duplicate so as to permit the ready lraus-
fer of the records when reguired,"

11l. Accomplishments of Board to date, -

&s Allocation of existing aircraft manuviactoring ia-
cilities belween the Army and Navy on practically a 50-50 hasis,

b. The completion of a Joint Acronautical Plaa for the
allocation of aircraft and aircrait engines, propellers and other '
acCcessories,

¢+ The procedure by which aeronautical specifications
w1ll be cleared and promulgabed.

4., Revised comnodity studies on twenty important com-—
modities have been completed and appioved by the Board.

0. Agreement has been reached by the two services re-
garding ithe division bebween them of avairlable manufacturing co~
pacity for many items on the supoly list, Each case has becen con—
siaderced in detail by a subcommittee of the Board and approwal of
the subcommittce's report usunlly closes the motter, In some in-
stances, however, and these nearly always involve i1tems vital to
both services, productive capacity 18 not adequate to meet combined
needs, The best decision indicaten in such ceses 18 to divide the
capacity equally and a recosmendation o this effect has been made
to the Joint Board,

£, The matier of emergcncy procurcment by onc service
of material for the olher has beon clarificd, A consolidatcd list

of articlcs included in such intcr-scrvice procurcment has becn pre—

-9



pared and the procuring services have accepted responsibility for
their mnufactuore. The understanding reached, however, 1s trat the
requiring service shall provide i1bs own war reserve to meet needs un-
t1l new production can equal requirements.

g+ A policy has been agreed upon regarding coutracts
in process of being completed in alleccated facilities on M-day and
has been approved by the Board.

h., Tae Steel Plan has bean completed by Major Miaton,
0 D., working with the Planning Branch of the O0ffice of The Assistant
Secretary of War, the Steel Institutbe, and the Army and Nevy huni-
tions Board.

1. A draft for a new Chemical Wsriare agreement be-
tween the War and Navy Departments has becn drawn up and presented
to the Joint Board and that agency has opnioved the agrecment.

Je A survey of thc mach.ne tool industry, ia coopcro-
tion with the Mechine Tool Builders Association, md Joint alloca~
tion of facilities, based on the survey.

k  Preparat.on of an Aluminum Plan, 1n cooperatiou
with the Aluminum Company of Arerica  Plan not quite complete, due
to changes in requirements under P M P,

l. Establishmeat of an ocean shipping section in the
Liaison Division, including representation from the laritime Commission,

m. Close liaison with the Forer gn aad Domestic Commerce
Davision of the Department of Commerce,

n. Another accomplishuwert of the Army and Navy Voni-
tions Board 1s that of preparing plans for tae actual operation of
all the divisions of the War Resowces Administration including the

necessary steps to bridge the critical transibion period while tho
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Board i1s acting for the superagercy. These documents include an
Industrial hMobilizabtion Plaa for the Army and Navy Muanitions Board,
and an Operations Plan for the War Reoources Administration, includ-
ing Annexes on Administration, labor, War Trade, Public Reletiouns,
War Finonce, Price Control, Facilities, Commodilies, Transportation,
Powe1 and Fuel, as well az Legal and Policy Annexes. Some of these
are r.ow in process of revision and 1t 18, of coursc, the intentioa
to revisc all annexcs pericdically to kesp them abreast of crrreont
conditions. We have, then, thanks to the Army oad Navy omations
Board, o written plan for initiating the orgaanization ond operation
of those industrial control agencies which a major war may force us

to set up. It 18, of cou.se, contemplated that these suscragencies

shall be set up only af, and s, reguared and also that they shall be

domingted an all cases by cneir civilian members. The representatives
of the Army and the Favy on these Boards wall prosent ithe probleas and
viewpoints of ithe respective services, with vhe assurance that they
wi1ll receive adequate considerabion,

12, Opcration of Board from M—doy to Bstabl.samenbt of War

Resources Administration. - "Just how 1s 1t proposcd to have the Army

and Navy Munitions Boara funcelon aiter W~day and prior bto the assume—

ing of coordinating and control functions by the Wer Resources Admine

istroation?
& Tho President would be asked to 1ssue a proclama-—

tion creating the War Besources Aduwinistration under authority of

Section 120, Wational Defeanse Act.

be The newly appointed Administrator of War Resources

-11-
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would be gaven a copy of the Indusirial Mobilization Plan and the
Operation Plan pertaining to i1t, together with i1ts jJoint annexes pre-
pared by the Army and Navy Munitions Board on Commodities, Facilities,
Transportation, ete., He will be advised that thesc two plaus rep.e-
sent the best thought and yoars of planning by the Army and Navy on
Industrial Vobilization, and that the organizabioa can be set up im-
mediately,

Ce The Army and Navy Munitions Board would tura to 1ts
Unit Plan, It descrabes the steps to be tasen on M-day to bridge the
tronsition phase and to form the working machinery of the supcragoncy.
It prescribes the number of officers from the Army and the Wavy that
go over to the superagency, and to which divisions of the superagency
they go and what they do when they get there.

then the War Resources Administration starts its
operations, the Army and lMavy Munitions Board will continwe to func-—
tion as a procurement coordinating agercy for the Army and Wavy.
B. Advanbages:

le It has developed and issued an "lndustriol Morailization
Plan™ which will help mect o condition mace clear in vhe World Wor,
namely, that the cconomic aspeoets of i1.odern worfare reoguire consider—
ation equally with the stricily military problems,

2. It has i1emedaed many conditions ‘here World War experi-
ence disclosed weasness., An outslanding oae lLeaing the development of
a clcar and comprehensive program of requircmeabs for the Army and Navy.

3. It has produced a general aéreement between the Army and

Navy as bo the division of manufacturing capacity to meet these reguire-

ments.
-1 8
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4. It has produced, (and contiaues), joint studies and
plans for providang raw materials, labor, capital, etc., cequiced for
these manulactvring programs, as well ss to meet the esscnticl .esus
of the civalian population.

5. It has visualizes a possible emorgenc, wherc t.o0 -
tire cconomre system of the country might wave to be bioughl unwer
rig1d goveroment control and has planned vhe way for the agoncies to
carry oubt such control promptly aad effectively, wich & miniimum or
econorie digturbance.

6, it provides ¢ means for countiuuous development of
Joint requirenents and joint procurerent plans for ibens or equipment
and supply.

7. It provides o« means for bthe contrauved stuay of strategic
meterials wth plans for their supply, cistrivubtion, and conlrol in
an emergency.

8. It provides a means whereby a Joial agrecnient can be
reached on the allocalion of cectarn dafficult 1boms and theicby
allow peacc~time procurcment plomning bo Jrocecd on shal ovcsis.

9. It provides a means for the annal yoint study and ro-
vaision of the Indusbrial Nolilizolion Plon,

16. It provides o meeoans for obbrining o bebbter undor—
gtonding in both scrvices of bthe relationshap bebwecn vhe moorliza-
tron ratc of men ond matericls, war cescrves, ond ncw production,
thus insonraing ocetber and more practical war plaans for both services.

11. ~Provides a means for keeping the various Aunexes of

the Operations Plan of the War Resources Adminisiration up to daie

—1 %




and corrected to meet channing conditions in other goverament agen-
c1es,

12, It provides a control and coordinating agency where
Joinu problems can be analyzed and an agreement usually ceached in
cases where there is conflict bebtween the services, or where & oueso-—
tion or problom can be presenbtod for the establishment of a policy.

C. Disadvantages

1. The Board has no logal statug in casc of conflict with
some other goverament agency having same, in casc of conflict of au-
taority in peace or war,

2. Becing composcd of equal momocrship freom both services,
agreement might often be difficult and slow, thus retarding work on
peace~time procurement plaaning o0x prompt decisions in war.

3. The bulk of the personnel for peace-time work is now
operating in the Current Procurement and Planning Branches, and on
other assignments in tho Navy Degartment,

D. (Conclusions:

1. That this Board i1s most csscential and shoula be the
base upon which the wholc ochome of procurcmont planning and cor-
trol ais built,

2e That the assigned Rogular Army personnel i1s nol suf-
ficient for war~time expansion to meel essential needs of tue new or

expanded agencies planned for war procuvrement and control.
%« That the Board nas accomplished much, has cocrected many

defects disclosed by the World Wer, and 1s now becoming a very impor-

tant factor in peace-~time procurcment plamming for bobth scrvices.
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The 2ropnlens which will Confront the ..eoy asa Mavy *uaitions
Board woreing the Transition Period

by
Lieut. Colonel Charles Hines, Secretacy, A N 1. B.
laich 29, 1939 =~ army Incustrial College.

I wi1ll now oiscuss the external problems, whica will involve
contact aad cooperation wilh ageancies outside the vWar and llavy Depart~
ments.

Let vs now br, 4o visualize somne of tine difficulties which will
be encountered in converting our iacussries and resources to military vsa.

Private wndastry rrust carcy war buicens, and in so doigg muss
turn to many unfamil.ar lines of operation. Obviously, the ware lowd will
fel1l mocec heavily on coriain indasirics and localitics than on others,
sivuation which 1n turn will directly affect tue Gransposiation facili-
t1es designed to meet peace~-time requirements As for materials, lhe
demand for certain ones 1121l unguestronably far exceed the immediate sup~
ply, resulting in wside price fluctuvations Profrteering will appeair, as
1t always has in cvery past war, 1f prompt preventalive moasurcs ace not
adoptea ot the oubsct

Lot ves wvurn zor & momeal t0 owr World Wac exoerience, «nd ceview
briefly tne difiiculties encounlered.

Phe United States entlered lae war with no plan for indvstrial
wobilizalion  The Jar Deparsment procurcment organization consisted of
five semi-iandepcndent suiply agencies, which were uncoordinated, sud not
well acquainted with incustry  This condition prodvced comgpetition be-
tween sunply agencies aiw owr Allies, uneven aisbribution of {he war loaa

over industry, unaecessary delay in proauchtion, an unbalanced procuction



nrogram, unwarrantoed waste of Governmeat funos, and finally 2 serious
disarraageaeant of the economic structure This economic disarr:ngement
biought about, anmon. other thangs, rajidly rising prices, food and fuel
snortages, trans)ortation congestion, labor unrest, aad suffecing and
veasened mocale among a large portion of the civilian populwbion.

In overcolung these dafficulties, action was takon zloagx tho lol-
lowin, genersl lines.

The President was granted increased rowerss vhich at length placed
him in svpreme conl:ol of the economic effort,

Industry was obilized and resources vece controlled under a nuo-
ber o0f suvperwgencies wviaeh derivew Bleir sevilority i1rom pouer del egated
by the President.

The ar Dexeotment Goneral Staff wos reorgacized and roguired to
cotermine the requaror enls for military suoplics ao to control thoe pur-
ch.sc, stor go no issuc of such supplics.

Thaese develooments, in the abscace of ony rcdetormince ploas,
nroceeded in wa.t mi ht pe termed & tricl .nd error frshion. acsica vis
tusen . s the necessity therefor rose, or ¢0s experience proveu that o
orevious methow w.s incdegunte or improctic.ble Tue v.?r wus ne.rly ovee
before our national resources nad finally beea nooilizmed for an effective,
1f aos wholly efl.c.eal, war effort.

The Industrial :obilization Plan has two principal subaiv.sions
devoted respectively vo ‘procurement planaing™ ana to plans for the ‘con~
trol of economic cesources end the mobilization of industry™.

Today we a.e 1aterested in the lasl phase, thet of the control

of our national cconomic rosources. This will includes
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Control of Jconomic Resources and Iobilization of Industry.

l. Determination of Economic Resources Requiring War-time Control.

2 Measures applicable to the Control of HEconomic Resources in Jar

4 Decision as bto the Role of Permanent Government Denaritmeants

4  QOrganizational Plans for the Zmergency Control Agencies

5. Legiglation necessary for Emergency Control of Zconomic Resources
At this point 1t might be well ¢ point out some of the indus-—

trial features in the Diplomatic and Sconomic Annexz to a Color Var Plan

{ Tae following
outline w1ll show briefly waoat data are needed bv the Joint Board for
use in preparing the Dinlomatic and Tconomic Annex to a Joint Plan

Diplomatic and fSconomlc Situation

1. Information of the enemy, including amount, character,
ori.in and destination of essential irports and ex-
Jorls, reserves of raw materials, curcency, etc.

2. Information of neutrals who might be a source ol enemy
suiply and credit, and points of contact wisn the
eNnemy.

3.  Information of Blue, including status of strategic raw
materials ana securitv of rovtes {therevo, pertinont
Blue military plons,

Diplomatic ana Tconomic * 1SS10n.

Survey of possible measures for appnlying daplomatic and
£CONOmMilC Pressure.

l. TYeasures in neutral countries to undermine the enemy's

B



Jolisaeal posation and to secure advantages for Blue.
hsencies to undertaxe these measures.

2. Sexzure of enemy property, money and vessels. 4Agencies.

3. Trade agreements with neutrals, including their rationing
and subsidy where desirable. Agencies.

4, ZEmbargoes, coupled with import and export licenscs. 4 enciod.

5. Preclusive purchases of sitrategic materials and saipping.
AZENCLOS,

6. Control or intcrruption of msirl, cablc, md othee mcans of
communlcotion bebweon cn.ry o8& acutral countricy
AguhC 108

7 In neubtral countrics, undcrminc conomy credit ind lcquire
control of firms fuarnisning war materials to the enemy
“gencies,

Survey ol possible measures for resisting enemy diplomatic and
geononie vregsure., Simil.r to above paragraph.

Remarks,
Resonsible ofrice - Joint Board

Prevared by - Joant Army and Navy Board
Supmtted to - Pregident of the Un.ted States.

There are .40 orgaaizations or ageacies immediately availeble to
the War ond Navy Derortments with full authority to exercise that degree
of control over 211 cspects of the national economy visunlized o8 ncces-—
scry during the tronsitaion period ond belfosc our supcragencics, os ovt-—
linod in the 1936 Incustracl Mobiliz~tion Plan, ~rc cstablished.

The Army ~no I'ovy laumibions Board ppe.rs to oc thac most soit dle
agency wmmediately avairlable to the War and Navy Departments for furnish-

ing goint economic gwicance during tne tranmsition periods  The Board Jre-—
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Dared the Industraial Iobilizatlion Plan and 1ts personnel 1s conversaatb
with war-time procuarement and economic conlrol. In fact the 1936 Indus-
trial wooilization Plaa states that the Board is authorized and directed
when a wor emergency 1s immineni ond until the War Resources wdminis-
treiion 1s funclioning, to guide the industraicl acitivities »nd the vii-
lizotion of moterinls incident to the procurcment progroms of the aemy
and Hrvy, and in goneral coordin~te the procwicment osrogr-m so th + tao
Vor Resourecs \dministretion ¢ n ojnerate vnder circumst-ncss fovo.ble
to future conlrol’

Devermination o7 ovr Regaurements ior 2 rangaillon Plan

The firsl t in~ ve have to do.is analyze our requirenents for
sveh a4 plan,

l. We [fine oot there i1s ao single necd al present It s
taerefore important Lbhat e piovice for the aypointrieat and estoblish-
went of the lar Resouwrces ..arinisiration

<. The problems coalronting us will be those giving teouble in
the Jorld var acd vhich are given in tae Incustrial lob.lizetion Slon,
such as rew mater.cls {including food), transnortation, 1nousteial 1o~
cilities, laboe, casital, management, power and fuel, nupbl.city, price
control, and financiag of oJrocurerent.

3« In co.sidering ihe above problens reg iring control or co-
oraination, we st1ll have to delermine whet existing ageacies or de-
partaents are oecst svited to assist vs in tnis control. For example,
under each of thc following

Can the Feaeral Zower Commission, lational Briwminous Cocl

Commission end the Petrolewm Conservation Division of bthe Depariment of
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the Interior be used 1> war control in place of such a division in the
/ur lesources Adianissration? Slhould the statutory asvihority aow vested
in the Jederal 2ower Commission be continued after the creation of bhe
-ower and ruel Divisaon of the var Resources administration®

Var .inance - advantages or disadvantages of selting up an in-
dependent var-time supersgency for fin.ncisl contrel as opposed wo vest-
1ag control iva  slsbing ageacies vhose nomal functions are 21o0ag anal-
0,0u8 lines, such as the SIC and RFC? Shovld such linauciael controls be
confined to extoasion of essenticl industrial ceoditl and the coatrol of
sceurity issucs, or should 1t oo cxlended w0 cover a broadur fidld, such
ag t.x policios, i1.flation, barkin,, eie? Saould wo re-create an ageacy
similacr to the Jar Crew.ls Board to sdvance loans o wer conirachtors?

Publac Relations = How menv of our soverumeniel depar huents or

agencies maintain ublicits seclions® Tow covld we coordinate these dar-

1228 the transition rer.ioo 1:m supjort of ouwe war efforls, proy-ganda, ete.?

Price Cont.ol =~ wnol eteps cen be tazen oo prevenl hooraing,
soeculation and the spir-~llaing of prices (ad wages during lhe trousition
perrod? What existiay governmental dej.ituments or cgeucies are suvirtaole
and adaptable for emixloyment as machinecy for uhe stabirizzotion of prices
awnd ages”® Price coasrol inclades vages aid where spoald ladbor be rep-
rescnbted® Can such o cconomic piohlem as 118 be worked out by ¢ypurés

1n tame of peace®

Transporiatlon. - vhich o. our ex.siing ageacics could be used

in furtheraace of e teansHorvation i ograln during tracsiiion® Whot
shovld be our solic, s vo Hrioraties belwoean differcants classes of trons-
Jortation aguncizs to oceveat or do relieve coagestion?

War Trade. - what will be the possible effects of existing
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special trade agreements aad the existing neutrality lerislation on ship-
ping during was? VWho 1s responsible thet we get the data and action re-
quired to complete andustrial and tactical plans involving war trade?
Should cnanges in our present legislation be prejsared and suvbmitied miea
Wor 18 1mminent?

Jar Labor. - Vhat steis sunould we toke during the btransition oC. -
od to proveant migration of labos, stabilize wages, prevent hurtful compo-
titwon by war ana non-wer industries?® What agencies exist to assisi us
in such problems? Can we proceed toward wn.ficotion of existing Federal
and State mediation amencics Jor the adouslaent of disnubes? Should wage
ang hour legislation bho passced durcang po.cc ad how will this help during
this pcriod? Whot faeld sgencacs have to be established to goin publiac
support of labor policics, comsorve skilled labor, obtoin complicnee with
wugG policics xd to .void disputes? VWhen shouwld the wdvisory Councal
tor the War Labor duinirstration be set up and vhal rejresensailives
should be on 1t°

Kiowing oue requirements 1or coumtrol «nd supervision, we vould
provably proceed as follows,

Transgportation.

assuming that all the annexes of the Operations Flan, Var Re-
sources administration have seen jsremared aad are on file, the Army and
Hovy Ihamitions Board, i1n «ccorosnce with ils normal mission snould pro-
ceed ot once %0 assist the war~btime President in utilizing ve the fullast
extent all forms of iransportotion with the lerst confusion or congesiion.
Also 10 coordinate the realwey, higowey, water, ocarway ond pipelaine fo-
cilitiee to the ead tnat cach will be utilized to 2bts m.ximum cadacity.

The canteol during tms {racsition peccod should be exercised
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ihroush an agency of the Izecubive Braacn and would i1unclude such supeir-
v.s10on and rezulation as will 1nsure the atiainment of the desived end
The necessary coordination in peovading the service essencial to tue
success of the war eflfoct way be accomplished ov voluntars acbion on tie
part of the carriers or 1t may be regquired. The minimum departare fror
establisred relatonships should be the rule.

“he measu.es of control will normelly include enparsgoes on low
priogity shapments, conservation and divergion of traffic to other wsaas
less ftaxed,; re.ovt.ng, control of rates, ebe,

Means immediately available would include the Inteirstetie Comme:rce
Commission, ..Ssoclotion of ame.lcan lailways, americen lrucking aAssocia-
t1on, National Association of 1 otor 3us Operators, air iransvort Lssocio-
t1on of americu, and the Mitioncl fetroloum asscocicbion

Wer Fin.ace - Durin. the truwasition from a peace to war status
and p. 102 to the orgcniz. tron « rd functionrcns of the war firance Control
Commission therc i1s no sctirfuctocy method by wolch vae wel Jin0nce ..Hnex
can be made effective under lhe ainy and FMavy :(unitions Board, as is tie
case for several of toe other inaustrial conlrol >slaus Zaabiing legis-
lzsion will be reguired $o0 wake financial coantrols eifective regardless
or by whor adminisiercd.

Juring the period or striined reialioag the SEC might assizt oy
defercing ajp:soval of any secariivy issues obviovsly not essential

Although the srry aad Tavy Iunivions Board si1l1l not cxercise aavy
fincneczal coatrol, 1% 1s cherged wish certoin runctions, such og to
formulate ond keed-uo-io-date siuech sertinent sl-as na nolicics a8 in tae

opinion of the War ena N-vy Dep-riments should be cdopted by the Fedoe-l

a
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Government for coorainatia,. and conbrolling a nabional indusirial effort
11 an elergency.

In this comnection 1t might be well to state that there are m.ny
reasons why the /[FCC should not be esfablished at all. The SEC and 27C
are at Jresent concucting their peaceo-time operations vithout admiaistra-
tive svpervision Their nornal functions are sinila: in nature 1o the
functions they will be called upon vo nzrform in war  all that 18 neeg-
ed 1s the necessary enanling legislation.

It should also be borne in mind thst tne Federal leserve Banks
arc now auwthorized 5o nosc airect locns to industry, s well s the RFC
Ia addation, w nuabcer o:r aoy deénd governmeat corgporations, sach s thoe
Fih, thoe HOLC, Farm Loan 30. ks, cote , must nz fiftca 1ntlo the war-itime
preturc.

Powcr and Fuvel - Our obg.ctive in «ny coailrol of gowsr zond fuol

auring tne btroasibtion dcriod is for th. puijosc of insuring »n odogu Lo
supply to f.cilibies vsccavil 1o wer Jroducbaon wich i@ ominlmun 01 in-

wrfcecacce with norarl Droduction, dustribubtion aa vse oy the cevil
nopulrtion

During the transition ceriod reguests will be m.de so the Fedoi—
-1 Powcr Commission Ho o1der Svca 1ntorcoanceulions nd oxch. 1,08 08 4¥e
decmed ncecssary to fcchy 24y shortoges thrt my be immaincnt.

Coat~ct with thc rowce iandustry, normrlly +to bo ost-biished cond
mrint~aned tnrough .12lc ~goncies, does not propose 0 aiscount ithe val-
ue of war service co micvees in contactins, the pover i1ndustry; however,
tne establ ishment of any ecnelons not essential 1o tns {unciioning of s

osower plan causes dela m ana coafusioun and resiricts flexroility

In regard vo 1uel, 1t is assumed 1nat such ol Jhe recoras and
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versonnel as needed fror other goverameatal ageicies dealing with fr1el
wi1ll be made available. Chief among these are
The Foliounal Bitwminous Coal Commission,

The retrolcum Conscrvation Division, Dularbtmoas of the
Inscrior, ~nd the

Burcev of I incs.
Othees arc

federel Tvgdcr joard No 1,

Foeder .l scwrolewn ageney to 1,

Divasion of Tcouomic Ausoarch, Depertuont or Commeree,

Intoerst t. 01l Jomp.cl Cornmssion {non-fcdcicl),

Hevel 2utroleum siescrves, Us 5. Movy,

Jetroleum Cowraission, nd

Army cnd oov, Funitions Bo .ra.

Thus 1t 18 .y rert that po-cec Dlaanang shoule includce cont-et
with the ~gouncies wowved bove and coopcr~tion dcrlalvely unacrsiood for
wor control in "o crergenc; na prior to the ost blisbmont of ~ny
suacragcacy, otace ta~n the wia.

War Tiade. -~ Lr10: 10 tre ceclaration of vac or Lhe enaciment

of caahling legislation, owr overnment ma' want vo teke steps, peraaos

secretly, to improve 1is economic as well a8 it8 polivical HOYLITION Wiin
neutrals, or lo preveal the prowpective caemy laking sicoyss vi.ch vould
.rove detrimenl.l to the Uniwved Stales in wvar. Durins this period the
arry and favy 1 unitioas doacd would consact other covermaental asincies
and the leaders ¢f yrirsley cad colmerce.

It ¢ ounla nc ssnmed that the Joint 3owrd hus predared tne Dijlo-

HaTlCe wad Beconomic .ancx to the Color uar 2lcu to be used.
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Luong the acencies whose facilities will oe esseatial to the
W13, aad weo should be contacted in the eairly stages o1 any emergency,
ares

State Deuvartment

Division of Trade mgreements
Oifice of arms ana Junitions fontrol

Depactmens of Commerce.

Burean of Foreilgn and Domestic Conmerce
Bureav of Iacrine Inspection and Navigasion.

Treasury Deparbment

Bureau of Customs.

OLhor acencies and Committees

U 5. laribime Commission

Trade agreements Committee

Committeec on Beeiprocity Information

Jxecubive Commitbtec for tac Coordinavion of
Commerciwl Policy.

Foderel Trade Commission

dorciga Tradc Zonc Board

Teriff Commission

deconstruction Finonee Commission.

2x230rt - Import Bank.

Commodity Crodit Corporation

Considering the avove list 16 should be apoarcat thet our cfiorts, 14
order to secure vhe maxirum effectiveness ard coo.dinat.on in the uvesired
direcsion, shouldﬁe under one resnonsible head. Lntil 2 War Trade Admin-
istrator 1s aprointea ana the necessary enabling legislation enscted, she
AAB shounld be wne means vo contact the Jroper agencies in ovrder to carry
out 1vs gregcared plaas or shose of tae Joint Boarsd

Price Control - I% 18 not believed that the wilB can be employsed

advaniageously as & btrars.tion eccacy for othe stabilization of prices at
the outbreak of war. Tic initiavion of such o non-mililery Junction es

price control migh'l no rescnbted by svhe public Vhen waer 1s inmincnt the
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Board should confine 1ts activities to the preparatioa, 1n cooperation
vith existing gover mental agencies and non-governmenital organizations,
of recommendations for the initiation by obther agencies of all Zrice con-
trol measures permissible under the law or practicable of accomplighment,
throvwgh cooperation.

Therefore car peace-ftime plamning, for regulation of prices in
war, should undertake only a study of the problems of price control itself,
and to nropose an organizaiion capable ol initisting control in whatlever
menner circumsitances dictate as aavisable., Price regulation ca.mot be
inityr ted wntil 1t 1s authorazed by Congress, aond such sroposed legislation
forus a pert of the Llans progarcd tor the supcragoney. In the transiciocn
pecriod the AMIB should t.se sweys tacough our oxistiag sublicily agencies
to crystaillize puolic soatimeni agoinst rising prices, hoording, spccula-—
tion nd wasto, aan ia iavoe of maximum production and conservation.

dac Labor -~ The wecesurces to be ftascon at the beginaiag of any
emergency should srovide for the employment of our men Jower as an in—
tegral nart of our mobil.zation of economic resoarces, the salfeguarding
of 1.e rights of workers and cibizens. DThese plans have 6o be put 1ato
operation through sach existing ageacies as the Department of Labor,

Labor Unions, Trade 4issociations, etc , until the necessary enaonling legis—
lztion 18 enacted.

I feel tnat soe Ver Lgvor idministration «nd she Selective Service
sdrinistration shouvla nc created carly in ~ny emergoncy, since coordina—
tion of their [unctious Lhrough thc WRA 1s eésscnliawl from she boegivming

Sumnarye = “.1s orief discassion of some of the problems shoula
emphasize the necew.sity lor the creation of the Var Resources ..dministra-

tion at the earliest sossible date., Jith ao single head for our peace-
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time boards, the only sclution thatl will giv> the necessary yi1ompt exec-
utive action 80 esseutial in an emeggeancy 18 the p.orpt appointment of a
Jar Resources Administiator wita delegated Presidenticl powers. Then
coordination can »e obtcined guickly, eirther by volunterr acbion ox oroued,
and our preparec Jlans carried out as 1ntended

dow, let us consider the aature of the or_anization required dirc-
g Lvhe critical traasivion period.

Action must be prompt, aefinite and imuartial. In wor there cuan
ge no compromisc.

It 18 assumed tnat vhe war effort will ve Doy ular ena have the
patriotic support ol the Congress and the peoyle

The neceds of tne Heople must be kept in miage and earcful taoughi
acvoscd to the realizabtion of the foect that action debrimentcl to nost
war readjustment should be avoided whensver possible

The AND setup diffuses resyponsibility, i1s fitted for deliber-
ating over policizs but not filted for directing operations, since 1t
acts slowly I feel Jhal a single exyecutive head, with delegoted Presi-
dentiol powers, 18 a niower setud wnd Lnat the aprointmnent of o e Roe-
sources administrator scoms to be iadicated for the tronsition ried,
taereby oroviwing an cxcecubtive hoewa for the army ~ne dovy runitions Boiw
onb-doy or cvea before.

The Council of .ational Defeuse covld 1ot be vged as a substitate
Iv lacks the ezecubive autiior 3y o operate.

It 1s believed t.at this couacil furnishes 3 most valuable orsaa
for the formulation or woroad edvisory ana coordinat.ng policies ard that

1t should be limifted o bthese auties. When seccecy 1s reyvired 1t mighs
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wrform 2 very useful jurpose i1a eaxrly prep.rabions nw coordin. tion, us
1ts cctivisies vould be unnoticed.

Let us aov consider the supcragencies that will be Formed.

I believe that the full superagency organization provided for in
the 1936 Indusirial sobilization Plan .s entirely adeyuate to cover any
ingvstrial effort 14 a major emergency However, legislalion aud con~
siderableo time may oc required to start some of lhem fuactioning efiec-
tuvely.

Obvicusly the Iull supcragency setup will not be icalized waoring
the first $wo shases; 2nd Hrobably not until the ond oi the third phasc
of th. transaition Lcriod.

It 18 believed that a WRa, 1n coopecation with existing govern~
mental dejariments aid indeneadeat ageucies, durin, the second aad thisd
ohases, snovld endeavor 1o cover all jroblews 1hat notmally wovld be
handlied under full susrcragency oneration It i1s ry opinion that the or-
ganizavion of the URA saould take nlace at the end of the period of se-
cruey aad be considored nvh the 1uvocation ol Scction 120, Iutionrl De-
fensce act by bhe “resident

The or anizavion of this body 1s aubhorized 1n on emclewncy vith-
ovt wawbliing legislation., Tho confadenticl scolcetion of the wdiizals—
tretor should be coomplashed during the poriod o. sce.oey This would
arlord him opportuniiy ‘o conbtact leaders of industry ard maxe tentative
selecorons of key personnel and i1t wovld also previde a much needed
oxecubtive head sor the A1B.

The AlW3B 1s the nearest thaing o a supecapgency that egists or is
contemplated for peace~time opecrations. It apjears o be the logicel a_oca~

cy to furrash ihe suclons of an organization for the controls requiled
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during the transition period  asmong lhe factors which particularly fit
this Board for the svggested role, are 1ts organization in general
parallels that of lne 0aSW and wWRA, 1t already has anu 1s conversaat wvith
the records and plans for the WRA and the other sureragencies that may be
set up, and 1t has a nucleus of personnel familiar with the problems to
be solved snd who caa guide tne key civiliaa heads in the early stages
of the emergency along the lines desired

On the other side, the Board has socme distinct c.sadvantages
1t has no legal status and 1s entirely dependent upon voluntery cocpera-
tion end agreerent between the two services, has no defli1aite head capable
of and authorized to maxse prompt, definite oud 1mpartial decisions, gues—
tions upon which decisions are rot readily reached are deferred, pending
further consideratioa  This reswlts in delays, which whilc of slaight
herm 1n peace time, would have dangerous poss.bilities in war time

Fowever, an attenpt to provide a single heac for this Board in
peace time 18 not feasible ana would result in undoing much ot the bene-
ficial work already done, and vould also result in preventing the very
valuable work wrich can be logically expected of i1t in the future.

Lfter careful consideraticn of all factors, the suggested solu-
tion for the Transition phase appears to be the i1mmeciate appointment of
a War Resources sdministrator to head the aNVB and i1he early setting up

of the WRA around a nucleus o. personnel from the 0ASJS and the ANNB.

Tarch 29, 1939



