THE ARMY INDUSTRIAL COLLEGE
l~shington, D, Ge

Courge 1938-1939

MOSILIZATTON OF IIIDUSTRY
by
Corur~rder John M. Hancock,
Partner, Ichman Brothcrs

Moy 26, 1939,

ATC 248 (6/3/39} 10h

b

B

[



MOBILIZATION OF INDUSTRY

You can have no appreciation of how grateful a former
Navy man {eels over an invatation to come pack hoere for I
was here o vear ago., I kuow of no one who can extend a more
cracious invibalion than Colonel hiles. As he heard me last
yvear and asks me here this yvear, I assmue that, here as in
business, a repeal order means a satisfied customer ~ satis-
fied up to now, at least.

In & very gencral way T know this instituwvion, 1ts purposcs,
1ts mebhode «nd means of preparing the military force of tne
nation for wer, I am impresscd very much by tnc wide scopc of
the eourse of study hore. Realizing th.t I cannot atlempt to
gover My views on the cnvare Mobilization Plan, 1 have thought
I might make some obscrvationg which will pear largely pon your
general thinking reszipding 2 mobilization plan I may be .ble
To emphisize cortain points concerning which one mignl not be
wmpressed csecpt throuch having & similar cxpericnee hinsclf,

T thiak T w.s al Eh foccl porint of all nnval procuremcnt
work from 1914 to 191. auriap the enbire World War and that I
saw cvery acve lopmeont ol 1he war machinery hore, «nd particularly
the Gonoral Munitions Board and tho Wer Indusbrics Boord over
their onlire operatiapg lafe. 1 worked rith all of Gthe men at
the control poirbe 1a bcth these organizatbions. Boih before and
during the Var I workcd with many of your officers cngaged in
procuremncnt work. [t 1s out ot trat cxpericnce in war days that
theoe rather gener.l opsorvations flow,

T wonldn't have ;ou think that my oxpericnec sincc war days
has occcn entirely frec of the problems of mar days My peace
time cxpeoricuncc in busincss has n~d many of the aspocts of war
but the field of operations has boen differenc. EBvery kind of
attock dovelonod ip the World War nas beon dircesed al banking
and busincs., bankcrs and busincss mon, over soveral yoors, cach
onec using i1its preforrod weepons. Competitors, 1o bor unions,
stockholders, customérs and polslicians with their oubput of
laws and rogulations, have brought me to realize that the prob-
lems of the Army ond Navy in war time hove much in common Jith

ne probleme of indusiry 14 peace timc., This visat with you
represcuts veoce in ¢comparison with my cxpericnerg during the
logt Tave ycars of my novel sorvice and the twenty yoars since
my cabry into busincss,

I vash very muach 715 2ll of the men in tac procvrenmcat
vork durang tno World War nad beun 2blc b0 hove the nencfit of
the work you are doing heee now, So far as I know ao onc in the
mnilitary sorvices appreciatced in dvaace the problions of the war



While much work has bcen done in anticipation of war probloems
there had not been any realization, so far as I know, of the
scope of the problem. You have a great benefit in thal you are
able now to build on an actual experience of other men rather
than entirely upon future probabilities. Hindsight always has
been belter than foresight, but both are necessary in war plan-
ning, In World Wear days there wasn't much in the way of war
gxperierce t0 look nack toward oxecept as tnat war experience hed
been ermbodied in the every-day operations of the services.

The Jast war brought new conditions and the next war will
undoubtedly bring still obher conditions for the scrvices to con-
front. The problem will sbill remain essentially as onc of men,
noney, morale cnd materials, but on top of all of these the wis-
dom to u.c tham rwoet effecrvively.

$ 18 1n bthrs segmeoni of the problem, tho wisdon to use the
national rosources effectively, thav I can .nake a frank admission
Though I had no conccern over my ability to work with the verious
civilians who were brought into positions of imporitance during
the wWorld Wae, I was somewhat concernced in advance that tney
mipht handicap mo in doianp, what I thought I could do without
sheir awd, bul my greatest concern was that unless their authority
wag t0 be clearly defincd and unguestioned in the field of opora-~
tiong assigned to them, tho rosponsibilaity for failurc might rost
in large ncasure upon bthe military and naval men. My frank admis-
sion 1s that before I know tho men and worked with them I had
those fears. As I worked with them I found that thoey woere as in-
tenscly loyal to tho causce as I. I found that there were certain
ficlds of knowledge and expericunce in which they could be of
great help to me, and I endcavored so far as I could to have their
aushority clcarly and authoratatively defined and, untal that
wags done, Lo surrcndor mothing of ithe responsibility placed upon
my servico by siatute, or by the gonceral public understaunding so
for es I could sonse 1v. My war oxperioncc tells me that when
the noxt war comes if you can scecure the servicos of such men as
¥r. Barueh, Mr. Lesio, Mr. Scott and ¥r. Poek -~ to meation only
a Tow - you will nave donce the one mogt important thing which
will a1d the servico 1a winning the war,.

Any man who is going bo have the power of deccision as the
hoad o1 any board o1 group has to have an unusual combination of
the bost qualities of a negotiator, a conciliator, a wisc scleector
or mren, a salosman, and a judge. He must bo a good lastencr but
muat not vormit immeatoerial thinge to divort his attontion or take
his time frowm the mosgt important things, and he must bec able to
carry conviction to hiz agsociates that the coursc he advocatos
or finally de@idesupon is tho best coursc for -1l concerncd.
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He must sonse which arse the ampordtint mebtors and those must be

~ndled o o cenclusion promptly «»d coundly. bego o Qi
hondlod wo 1 n promptly i coundly. Thesc gpeerfica

tiens weomy andt .99l of Iir. g rich.

It 18 srposwinle oven to mention mony of tnc men who did
sueh 1mportant vork, but in bthig placc T f.cl thet I should
mention }r, Bolkor, your groat Oeerctory of Jar. I rocall very
sharvly ¢ roetinor ob waleh come ¥.cty men from the scrviels were
callcd tescther so Scerobary Buaker's office to mect the irembers
of the Britigh anc Irolch 11SSL01 Wno Calic over ooon  fter our
doclexataion of w.r 5O Tell as trori oxporicnces in Sthe rope that
e might get sorwe berofis out of them 1n our o m nlaaniu’ opola-
tious., As I roeall, vho session aad losted aboub three o four
hours, Mr, Billour of the Bribtish mission, one Mre Lavboa, who
hod beea the Acwist-at Dircctor of Ywnibtions under Llovd George,
were the principal speakers. At the ond of tho 1wccting Seere-
tery Soker iskod thot ve sbay for o fow mainules ns he would like

1o roviow che talks of lne oftuprnooa. wWithoul tnoe 210 of a oingle

notec he revievwrd 11 ien minuter ovory import-ut point brought outb
in the cavire afterncon. ly own notes on the seveoral t-2lks were
very compleite md Mr. Bokor discucsced the poi~ls 10 order os they
had beoen proescnted i3n the afteraocw, Hio prescnibaticn was cou-
plete, condensed, ccceurete, nd leil obeclfl to dafinmaite opora-
bions boeause of chosc quelitios. Mr, Laybton preponted throe
points thich I beliove were quite noew to 11l of use The Tirst
relatod to good organization aad ho strcssed the imporelence of
having o 1c man supervi~o ond dirvecet the work of a0t more thha
five olhers. His oraanont wes forecfully mode and L belicve 1t
18 besicolly sound. Fie second point of emphasis s thal all
supplics and oguigriont re coacumeble, I tnink that up to that
time we bhd been 1rclincd o look - as ~n oxnmple - wpron irbil-
lory £s o pext of our "ecpitel assets". His thsrd point atress-
od the importince of wteniag for ‘hottlc necks'! ~ a ncw oxpred-
g10a for w. bub mMade awply cloar vhen he reforred to occan ship-
ping as the polble neck of the tone. The wvoidnec of ‘bootl:
necks? 1 av the found-izon of 11 cffectave vork i1» wor planoing
and operation.,
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So far ¢ I knev, Scercetary Daniels was the Tirst man to
speal puolicly ~beut the a~tter of coptroll-ag prolilc vuring
mr. That vos a problop and will undoubtedly roen in cuc.  Then
the decrwion 1e .nde to control piolits Jdurirg wor, tnc diffi-
culty oriseos 19 1o ihe ci-rcocter »nd tn. dogree of the linita-
118, Taco danpor 1 sec 18 thob public clarore will seb up so
muel control or control of suech - cacracteor as to nake 1t an-
possable 1o win 1% wir. I ooube there is nay fornal- whlicn can
pe sob up mox ith ccoterawy Lbhod a2t will work nroor Othor con-
ditiong <t -one fubure war. OF course, a great deal of studying
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can be done, but in the end thore must be men whosce judgment

18 sound, who are entitled to ond wrll have public confidence
and respect, and that kind of man will be able 1o meet the fu-
ture condibtiong, when they come, in the most officient way if
he is not hampered too much by laws fitting another situation
such as the past war. I wouldn't be so bold as to say that
nothiag 1n this field should be done through legislation but

I do belirieve that any proposed limitation upoa the sound judg-
ment of the men handling future wars should be viewed very cri-
tically.

In ithe broad aspects of the organization problem I tnink
thet there was a vendency in war time -~ now carried over into
your wai organizabion plans - to recognize too many interests
and there survives a fear of giving power to some individual,
The tendency has been to give representation to every one with
the slighlest shadow of intercst in a war situation. The ten~
dency has been to have all mecmbers of a board viewed as equal
in power. The result 1s that large boards have tended to be-
come mere debat.ng socirevies and the rosponsibility for action
1s destroyed. This is a natural development in a democracy in
peacce, but 1t canaot long survive in war. Thore used to be a
cynical saying in the Navy that a board 18 something that is
long, narrow and woodon - long in sossion, narrow in point of
vicw, and wooden 1n resulis. DBoards 2nd Commission. will serve
better 1n the ficlds of politics and policy planning but they
fail as an operating body. The need for prompt decisions in
time of war is so great that tnere is a great danger in over-
doing the demoeraiic processes of poace. Mr. Baruch was care-
ful to guard against this danger during his chairmanship of the
War Industriecs Beard. With the ultimate power of deeilgion which
regted 1n ham there was alweys the danger thot tho public might
view nin as a dictator under the President. I belicve the 1m-
porvant thing to do i1s to find the men who can handle people
and 1issues =0 wisely that this one srgument necd not arisc. I
want 0 stvress the importance of having men et these control
points 1n war planning who are viewed ag both tactful and force-~
ful, men who ale nover sclf scceking, 2lways Tair, qen who support
their subordinates, changing to men they can sunport Lf the nced
ariges, mon of broad coxperacnce and men used o mekaing decisions.
In pickirg a wman from any industry for heading any commodity
scebroa tne vital tning 18 t0 pick the man who has the confidence
of the leaders of his industry,.

I have the feeoling on looking over the war organization
charts that boo mueca machinery is provided for -~ probably in
a sparit of compromisc with tho oxisting organization., I
think the nced 1s not a lot of orgenization but a litile of

organization The sar machianc must be simple so that men may
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know where authoraty lies and where dedisions are to be made,
May I emphasize that 1f you can find the right men from indus-
try to take the key positions promptly at lhe outbresk of war,
and if tney can have a basic understandlng of what you have
been aoing, and particularly i1l you have acguired confidence in
peace times in these men who are going to work with you during
war, you will soon have a much simpler organization than is now
comtemplated,

If you can find the right men in peace time and establish
a mubtual basis of confidence I believe you will be very wise to
leave certain kinds of problems to them. Without trying to be
all inclusive tn my Judgrent 1t seems to me you should welcome
the best ecivilian ability procurable in these fields, the se~-
curing of cooperation by industry, the means of making industry
sffective, the probloms of economics, public morale, publie
financing, and the lesscning of ihe aftor effects of the war,
If these paxts of the war problem can be handled with authority
and 1f you arc given cvery opportunity to express your viows
about bthe cffect vpon the war operations of the services, you
will bo froe to do the rarticular part of the work which you
can do best and you will not be diverted into a field of work
in whieh, in my opinion, the exporicnce you have had does not
make you competent to assume the solc responsibility. These
civilians of tho kind I hove in mind know the langvage of indus-
try and thoy will know how to lead rather thar drive, but in
the ovent of nced will know algo how to drive. I wouldn't
attempt to judge the men i1un the service today but I do know that
in the World War I kaew no man in the services who saw the wholo
problem. The graduates of this institution are going to have
a tromcndous advantege over thosc of us who werc cngaged in si-
milar problems duriang that war, out I doubt that any possible
study of ihc problems involved will give you that proven know-
ledge and socurity of judgment in many fi1elds vhich 1s an all
mportant factor in a war situation,

I would stress the point that the living facts that men
carry in their minds arc the uscful facts in timc of war. If
I could say only onc thiag herc today I would say that primari-
ly your problem s MEN, V2 and MEN -~ mon who have the confi-
denee of the industries from vhich they come, men who have the
confidences of the scrvicec with which they arc going to vork,
and mcn who have won an acccepbed public standing,

In considering this mabter of men I think there 1s onc
considceration which should be very strongly in your minds, It
18 difficult to characterizc bthe types by two words, but I be-
licve these two words, ADMINISTRATORS and HXECUTIVES, suggest
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the davision which I want $o urge, I would thank of the adminis-
trators primarily as planncrs of poliey, I would think of the
execubives primarily as the men who get things donc, Prussurc

of war time demands, in my opinion, that the cxecutives be the
younger men - the men under forty. The administrators in ordi-
nary course will be older men. The older men can conbribute

far more toward policy and planning. Your executives will have
to be nimble men, pood open-field runners, with a lot of resource-
fulness, ingenuity, and vital heallh, with a complete knowledge
of their objectives, their needs, their machinery for getting
things done 1n a legal way, and, above all, that human touch

that makes easy lne nceded cooperation with other elements in
the war machine.

I see 1n a general way what you have done for settling
your own problemns betwoen the Army and Navy. I taink 1t 1s
wige to recognize that this is worth while, I wouldn't try
to creato the Lapression thet there were no conflicts botwecn
tho services in tae last war, but I am conviaced that when any
conflicts arosc they were magnified very much by people who
likxed to eriticaize the conduet of the war. It 18 going to be
very difficult for the represcentative of cithor service 1o
acecpt tho entire reaponsibility for yiclding in any situation
to the othor sorvice. I know that we in the Navy during the
war ‘thought first of our ovn responsibility, and thosc who were
a0t k1adly said we thought only of our own responsibility. I
wouldn't attompt to say how truc the cnarge was, bur so far as
I know thore was nover a sibuation i1an whach the Navy was accuscd
of grobbing things first whou the War Tndustries Board was not
plainly told that 1f Lhe dee.sion was made by responsible peo-
ple after a showing of faets, and 1f the lavy then had to sur-
rondor 1%s aavaatageous position i1t would do 1t with a smile.
Wo occagionally did jusi that

I have menbioned the matter of rigidaty in plans - the

inflexability that handers rcady adaptation to new situations

T well recognize that in your Mobilizabion Plan 1% may not be
#1sc to emphasize the flexibility of plans. I believe T can
stress tnis point now for I am convinced that unlcss your plans
are floxible thoy will break undor the preessurce of war, Some
of them will break of their own weight, and many others will
be broken.

Anothor danger I sec 18 that you may scck to control so
many o1tuations bayond vour capacity to control, and that in
tryvaing to do tooc muchk you will accomplish very little., Fronm
my cxpericncc I would say {hat as long as things will run thom-
gelves the wise course of planniag is to allow them to do so.
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I have scon scoveral abtompts at regimentation of industry and,
forgetting all about the other arguments that arisc 1n connec-
taion trith this rrobleom, my main difficulty 1s that I do not
find the men who have the ability to plan widcly oxtonded op-
crations wath a full knowlodge of the ultimatc resulis,

I am bold to suggest that your plan of the control of pur-
chascs through corps ireas will undergo a change very quickly
afler wae starte unlcess you very definitoly limib the itums 0
which this conbtrol may be applicd, Procurcement in a major wvar
1s onc function demanding carceful unificd opcrations and control.

I doubt thal the problem of praces for supplics is going
to be solved by any formula or rule developed during times of
peace. I saw no formula which will adequately meet all situa-
twns. I stress again thot the soundness of your price policies
involves many factors, the esscntial onc of which is the judgment
of she pirson dotermaning the poliey at the time. Of course,
competttive bidding i1s the 1deal situation i1a poacc time when
supplics ordinarily cre ample. In war time it will st1l] be the
best poliecy oub 1n a8 Iimited fieloa. Of course, 1t 18 casy to
condemn: cost plus contracis, and fixed price contracts will curc
some of vhe dafficultics, but they will only ereatbtc other pos-
s1bly worsc difficultzies. The Judgment which can decide the pro-
babilities 1n cavance 28 to ‘hich wall be advantageous in the
¢nd 1s the judgnent vhich ought to be secured and put to work
on the problcm. A groot doal eon be donc in doevelopiag the plans
of proccdurc for the best possiblc Tlexaible prico coctract, but
1% would be tonorou,nly unwize to proviee for ils use 1n all caso.,
or to prohibit 1tg USC iR ONY CASC.

Unlesc the men in tae services have changed since rmy day
you Army men vinl service i1n the field on the outhreak of war,
Just as the ~avy men want service witli the fleet. This personal
desire 1s too strogg and the traditions are too nowerful to
have this fact disregarcdea i1n connection with your plans for
war., My only sucae.b.on 18 that the men 1n operations and in
war planning remcin o lheir Jobs and possible this can be maas
eagier 1L 1t 18 oflicially recognized in advance that fthis war
planning work 1s more impoctent professionally than mosl obther
active service. The bransition from peace to war operations
caanot be cifected obthierwise,

During the war there was a great deal of misunderstanding
about the use of commandeering powers Of course, the woxd
"commandeer” has sevcral connotetions which give rise to fear
There are obviously political dangers In the way of their exten~
s1ve use. I think we all recognize that 1f we are $0 commandeer
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plants and facilities we put the Government into business and
we assume a tremendous responsibility against the day when the
war 1s ended There are many sizuations, anowover, in which
commandcering orders sorve a very useful purposc., They mas
well afford a protcction to a manufacturcr agsinst commercial
contracts. It therc 18 any woubt about the legal power of the
government to fix priorities 1t 1s onlv fair to proteet the
manafactuccr through the use of this ultimate powee There arc
taimos whea 1t 1s wise to show bhe possibility of using this
power, and with some kinds of people 1t has to be used occasion-
ally. I taink very fow cases 2f that type arosc 1n my cxporience.
T 1ccall onlv two, for industiry was gonuainely supporbting the
war operations. There are times too vhen cerbtain goods arc ro-
quired whon 1t 1s difficult to dotormince what the price should
be, wherc 1t 15 desireble to have produetion st.rted, and to
leave the question of price for later settlement. A comman-
deering order in this casc proteccts the contractor absolubely
and cnable. laim 0 start prodvetion If a contract wero to be
awarded therc woula be delay which might beo serious

May I uggont that, in my opinion, the men in ine services
ordinarily give too little attontion Lo the attitude of Congress
The same charge lies agatnst men 1r busincss. Awamiral MNacGovan,
wno wvas my chief duriag wer aays, rocognizod the nced ond the
opportunity, ond the rosult was that we spent no time attonding
Congressional invesbications and so we were leoft free to do our
work., Tt 18 very Jdisconcerting, I am sare, to have to go to
Capitol Hill on the dcfonsive Good tactful procedurc would
certainly sugesoest that you go thoreo at the right tim- ~nd in
the right manner with 7 program that deserves consideration
and a,proval, and that you oo not wait until wer to rocognisc
thot the Congross musl have faith in the services ad they are
not soing to gol 1t 1n a hurry in the welter of wor. The Time
Lo do this 1s i1n peoacce bimo ona over a long enough pericd 1o
have beon effeclive boefore war stcrbs

Another mattor of procedure of war days dec.orves Serious
criticiem  There was an 2ttempt made o bridge over defocus
in organization through Linison officors. In my opinzon, thiz
plan proviaing some conbact and some knowledge was botteor than
doing nothing, but 1t s ot much bettor SO mhny men 1a such
po.ibions had larited Lknorleage of the operations of cheir own
office and had no awthority to do anytning on i1ts behalf. They
providea o choaicl bhrough ‘hich informetion might flow both
ways bul they served no othor purpose. The cxpericnce of wer
days rguce stroansly that opereting men shoula roprescat auth-
ority on boosds aad commibvecs aad be o constitueat part of
sucn grouns. Ualess oporating mcn arce members of the
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coordinating group and have authoraty, time will be lost and
uncertainty will persist. A group of liaison officers meets
the cynieal Navy definiticon of a board more sdequetely than
any other group the humen mind coula design for thoroush in-
effectiveness.

I would like Lo tell you one of the very inberesting
experiences I had during the Wai for 1t 21llustrates an impor-
tant point. We had made a conlract for the purchase of a
shipload of shellac for delivery in Calcutta, India., Due o0
the shortage of commercial shipping we had to send a naval
collier Yo Calcutta to bring the shellac to this country.
While ovur colliex was en route to the OCiicnt earrying 4 car-
go of coal to Manila we were digmayved to leern of an erbargo
by the Indian vernment upon the cxport of shellac. Follow-
1ng the adviee of officials i1n the State Department I went
to sqe Mr. Brodcrick, bthc commereial attiche of the British
Embossy. He gav. me a very interesting statoement of tne
re~sons why ne could do nothing 1n tho maiter. Tho esscenvial
part of his argument was that the Indran Govermment was o
colonial govermment, was anxious to cxeicise 1ts own sove-
reignty, ond that the Home Goveornment wos reluctant to inter-
forec and might lost 1f 1t atiompved to do so. Vnen I left
him I started walking down Connocbicvt Avonuc on the way to
the old Stete, War and Navy Building. I tried to think of a
cheex mate. Having becn five years on the Asintic station I
know that bthe Bratish Hovy could not live itwenty-four hours
withovl ?anila homp. At oace I saw Scerctary Baker, who
gonercusly aesumed thoet I corried the authority of my scere-
tary, and at my roquewt & cable was sont to the Governor
General of the Phalippanos asking for the placing of an om-
bergo upon tho cxport of Vanila hompe A very fow doys aftor-
waras a young man from bthe Bpitish Embassy wanted to talk to
me about the sztustion cnd I told him that I preferred to hove
relations «1th Mr., Broderick wilh whom I had had othor dealings.
When Mr. Brodorick crme to sec me I dia not admiv my perl in
the sconaing of btho ¢ ble, though he haa very definite work that
the sratintive Lad oeen mine. I $01d him in lmost his own
words that the Philipoine Qovermmont wes on insular govern-
menv, ~nd tonoy wore anxious to assort lhclr own sovereignby
and do what they could to aid in winning the war. Mr, Brode-
riek quickly saw the point and, of c(oursc, vhe thellac cmbargo
was promptly roleascd, ~rd cguelly promptly the homp cmbargo
releascd.  For full mersurce I asked for mnd sccured a cancol-
lation of the cmbarge on the oxport of ~irplane spruce from
Canade. T cite bthis 1llustration out of mamy cxpericnces of
var dnys Tor I am convinced that o thorough study regarding
all of the essentials of war, peiticulk rly 1hce essentinl raw
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metorials, will give information and power of tremendous value -
power for our own advanbtagce and for the cncmy disadvitego.

Tt will immlement you vribn a tool we di1d nobt posscss. o were
«ble Lo dopond only upon our own limited cxpericnece in Lhe

fi1cld bul after the civailian egporbts wore herc we had a great
decal of help from wen such as L. L. Summers - 1 veritable cney-
clopedia - who know the way to put pressurc on cvery such situa-
tion

If you wall forget cthe purely personal p-rt of this slory
and obsorb 1ts leggon fully and bthen realize the posgibilities
1 wise aad extonded opeoration you will hove one of the groatest
powers 1n the neXt wWals

Above all, have those words of President Wilson to the
Atlentic Flceb, become o p rt of your havit of mind "You will
win by the rudacity of nctnod when you cznnot win by circun~
speetion aad prudcnce." Thank you, sirs,

- 2
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Dascussion following lecture by
Comdr. John M, Hancock
Partner, lehman Bros.

May 26, 1939

Colonel Miles* Knowing Commander Hancock as I do, 1t 1s not at all
strange that he has chosen that last short sentence as rather an epitome
of the way we should approach this thing. I certainly agree with him
very heartily. I also agree with him that most of our executives of
Government ought to be young men, and I certainly agree waith ham that
we have to find means of making decisions. We had a discussion here yes-
terday in which that question of making decisions came up, and I think we
came to the same conclusion you dide.

Are there any questiong?

Q In continuation of our discussion of yesterday, I would lake
to ask Commander Hancock what he fthuinks abont the desirability of havang
an admimstrator of national defense to coordinate and direct the policies
of the Army and Navy Departments in peace and in war,

A I don't know, I haven't thought about 1t. That 1s wergmng, I
suppose, on the idea of a merger of the Army and Navy during peace time.

I don't think we are going to settle the question by what we say about it.
That 1s going to be a question for Capital Hill to wrangle over for at
least ten years. 1 don't belaieve you can settle 1t on principle. I conld
conceive of a sibuation beiny so bad in the personnel at the top of the
Army and Navy that in order to save faces of all parties concerned T might

put somebody over them, and I doubt that you will find that kand of
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reorgamization except in that situation.

I think there are defimite benefits of having a competitive spairit
between the two services, with some way to watch that they don't fall
into clinches, amd so on. I can erystallize 1t by my own experience in
business. Some of you know General Bob Wiood at Sears. A good many years
ago the suggestion was made and urged very strongly that Sears Roebuck
arnd Montgomery & Ward should merge. At that tame I happened to be on
the board of Sears and had been since I left the service., The argument
from our point of view was that we had the management in Sears that could
make the Ward business profitable, and Ward knew they didn't have the
management to make their business profitable., In the discussion sbout
the idea of a merger, the goverming point that deterred me from going
through with 1t was thas. I thought that Sears was a better organization,
but I thought that one of these days Ward was going to get a good manage-
ment, and then you would have a beautiful race between the two companies.
It has been for the consumers'! good and the stockholders' good. I very
much fear that had the two been merged they both would have gone soft
over the perirod of yearse That is only an argument, 1t has no force.

Ls a practacal matter, I doubt 1f you are going to get a consolidated
Var Department proper, except in a political situation where either service
loses public confidence,

That 1s not a complete answer to your question, I will admate.

Q I wasn't suggesting a consolidation in any shape or form.

A That 18 1nevitable to come from 1t.
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Q In a possible set~up of two orgamizations without actually
merging functions?

A It 1s possible, yes. Maybe I could make a comment on the
other point, as you suggest 1t there. I think 1t would be a great move
for the War Department and Navy Department to pick a skeleton organiza-
tion of the top men for a war industries board in peace time and have thenm
know your objectives and know your men at the top of your organization,
not try to make 1t an operating orgamization, but have 1t an organization
that knows what 15 going on. 7You would have a chance to gain familiarity
with the men and they to gain famalrarity wath you in advance of coming
under pressure. 1 don't know that it would be wase to attempt to go
further than that, but I think certainly that should be done,

Colonel Miles. How far in advance do you thank?

Comdr. Hancock: I'd start this mormng,

Colonel Miles: Then you wouldn't have started yesterday”

Comdrs. Hancock: No, 1t hasn't be done. I would start it raght now,
I think 1% 1s an important matter that shouldn't be allowed to await the
development of war,

Q Commarder, you have just about answered my question, but in
the Industraal Mobilization Pian it is contemplated that in this transi-
tion perrod from peace to war the Amy and Navy Munitions Board will
function untal the War Resources Administrator is appomte\d. During thas

period do you think the military men could handle the mobilization of
industry?
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A Well, I don't know the military men who would be doing 1t.
I would doubt 1t. If 1t 1s a two by four war, yes; 1f 1t 1s a twelve
by twelve war, no.

Q A great debate has been raging in the class in the last few
weeks relative to the question of using the peace-time sgencies of the

Government as against the creation of new agencies for these war-time

jobs. I believe in the last war the President himself made a very
defimte decision on that point. Do you thank the recent changes in the
Govermment, the creation of the new agencies and instrumentalities,
would change the situation materially over that during the World War,
and over that we would perhaps not need as meany new agencies as were
created in the last war?

(Answer off the record)

Q I am not so certaan that Major Longano has stated the proposi-
tion exactly. Those of us who are for using the exasting agencies don't
believe that they should be given control?}%hat the control should be
set up at the top in the War Resources Admimistration. To take the
worst example, 1t 1s Just the question of the Acmimstrator of War Labor
telling the Department of Commerce o do thus and so, simply using those
agencies that exast in the Govwernment to carry oubt certain orders and
not by any means lsaving controls in their hands,

A If the Lebor Department had an efficient territorial organiza-
tion for handlaing its problems, I would have no questaon about 1t, being
willing to utilize them to carry out an established poliey. I wouldn't

create a new machine to duplicate their machine but I would not depend

-4 -
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upon the Labor Department to shape their policy.

Q I maght say that the opponents of using the exasting Govern-
ment agencies always shift the issue. They have an old Emerson plan
which was going to turn over the war-tame control, lock, stock and barrel,
to the existang CGovernment departments. Those of us who believe in the
controls at the top as being 1n the War Resources Ammimistration don't
caoatemplate that 1dea d all. It 1s to let the power and the control be
in the War Resowrces Admimstration, the President tells the exasting
agencies,what they say goese. Madam Perkins or not, regardless of her
1deas, 1f the War Labor Admimistrator wants something done, maybe in the
Labor Department employment system, the order is given for them to
control employment.

A There are things they can do, I have no doubt of ites I haven't
been close enough to 1t. TYou will recall 1n my remarks about the Labor
Department that I said in principle I wouldn't object.

Q Along that same line, I would like to hear your opinion of
the feasibilaty of utilizing the Securaities and Exehange Commission for
the type of mwork done by the Capital Issues Committee duringe the War,

A That 18 pretty elose to home plate. I think 1t 1s a waste
of time to think about 1t, I wrll tell you why. Coming back to my
argunent that 1t 1s the men again - let us look at our Commission over
there and afterwards you can check me and see 1f I am right or wrong.
Mr. Frank, the Chairman, i1s a lawyer, has done some corporate law wock

on the side lines of financial problems bubt never any more than on the
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side lines. I don't think he ever even played in the scrubs.

Mr, Mathews 1s a very competent accountant, kmows accounting pro-
cedure from top to bottom better than anybody I know in that field of
that work,

r. Leon Henderson i1s the man - he has been a college professor,
spent ten years at the Russell Sage Foundataon trying to work out a good
social plan for handling smallZoans and loan companies.

Judge Healy was a Vermont lawyer, thoroughly honest, fine character.

Mr. Excher was a congressman and T thank a lawyer from Iows.

Now, as a seriocus questaon, I ask you 1f you had a bank and monetary
control problem, would you put 1t to that body as presently constituted?
I wouldn't. Now, I mention the particulars here, not for the sake of
being personal to those men at all, but I feel quite deeply on other
questions related to 1t. I question very seriously whether those are
the kinds of men who should be administrators of the kind of job they
have, but I certainly would fight on the point about having a financial
control in time of war ain the hands of lawyers and men who have had no
more experience witn the realities than those men. Please don!'t quote
me - I have to live wmith them. I have had several fights wath them
before.

Q During the war did you ever find a really important matter
where the law stood i1n your way®

A No, mot during the war. I have a different philosophy than

gome of your Quartermaster gentlemen had in the war. Tnere was a basic
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philosophy entarely different. Two Quartermaster gentlemen in the early
day purported this belief, They were not given speeific grant of power
in statute to do certain things and therefore they wouldn't do them.
Well, I was young - certainly young and probably responsible, and I saxd,
"T take a dufferent phialosophy entarely. I have read all 1 can read
about the war powers of the President and I am satisfied that I am going
to do anything that I believe 18 sound unless 1t has been prohibited.”
I think they took the stand that this problem 1s divided into white and
black zones. Either they were authorized to do 1t or weren't and couldn't
do 1te. My field was that here was a white zone and here was a black zone
and also a gray zone where I would act 1f I thought I could get by with
1t. If I were doing a sound thing I had no doubt about my power being
questioned, We did things as long as we felt the President had the
confidence of the country. The question of what lns powers were never
arose, I don't believe they ever wall. Maybe you can help define what
the war powers are.

Q There 1s one basic thing which i1s frequently overlooked, and in
tame of war you can fall back on 1t and do a lot. In the Eighteenth
Century they created a War Department and the Congressional darectave
was to conduct the business of the War Department as the President shall
direct. Since that tame there has been limtation and 1f they apply you
have to be governed accordingly.

A I never had any question about legal support either in theory or

practice. I do know that operations of a friendly service were hand:capped

-7 -



B T A O e L i o * | ﬁé

because of that fundamental difference of approach., It arose in the
question, forexample, when we found that early in the war there was not
enough condensed milk to go around. Competitive bidding was the estab-
lished procedure. The War Department was frightened to death - the facts
were perfectly clear and they felt they stall had to have competitive
biddaing. I have forgotten the statute - 1t 1s twenty-two years back in
memory - but I knew 1t them. I had the feeling that you can always

do what 1s sound and safe and stand on your own judgment, 1f you are
ready to take the consequences for bemg wrong.

Colonel Miies: I know exactly what you mean. I will also say one
thing, to emphasize the necessity for gettang men of migh caliber. My
experience, which 18 much more limited than the Commander's during the
war, was that unless men were broad enough that it 1s very easy for
thoge men who came i1n from civil 1ife to get into the black zone and
stay there, afraid to get out of 1t because they felt that by associat-
1ng themselves with the service there might be a tremendous number of
inhibaitions and 1f there were they couldn't do anything, and they dadn't
do anything. So I heartily subscribe to the i1dea of getting broad
men to correct the others. Otherwise they just bog themselves down,

Commarmier Hancock: I may have emphasized the point too much. I
hope you will keep 1% clear and certain that tms war planning orgam za~
tion 1s a plamning not an operating orgamzation. I think that is
correct but there 1s a little fog about one or two words in thms last

draft I saw. The operations must be left to the Department. It must

- 8 -
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not be gotten out in the hands of the strangers, not because they are
strangers but because they don't know how to do the job,that is all,

Commander Dunhams I hinted ab my question coming down in the car
this morning, I will state 1t very briefly. How much of our industrial
war planning should we make known to the publie at large, and how much
should be kept under our hats? k

A I can answer that in as general terms as your question 1s
asked. If you start gettang specafrc, 1t will be dafficult. I think the
important gmdepost or principle, I would call 1t, in that would be
this. I wuld tell as much as I had to tell to gaun the country's
confidence that the services were on the job and I wouldn't tell them
one thing more., If I were setting a broad principle, I would start
on that. That still leaves you a black and a gray zone to worr in. I
would tell them enough to be satisfied, to satisfy the country, that the
services were on the job and vecogmize the problem and had a plan for
working 1t outy - that 1s the white zone, The black zome I certainly
would not reveal any plans in so much detaal that a sharp shooter would
be able to take commercral advantage of knowing what your plans were,

Now, to try to make that general cbservation a little more concrate.
When you come to handle this allotment of funds for buying materials s
and your Secretary has asked you to be one of a commititee of ten to pass
upon 1t, I would be awfully cagey - I wouldn't tell a soul what T was
going to do because 1f 1t 1s known that you are gang to buy X tons of
tin or Y tons of rubber, or what not, you are going to be gypped. You

are going to create a situation that wall gyp you unavoidably, so I would

-9 -
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try to cover i1t in a very broad, general way. Don't get your plans down
to plant locations, geographical details, for example, so sharpshooters
may take advantage of the situnatoon -~ there are men who laive by their
wits, you know, and you wall find that kind of a man taking a commercial
advantage of plans that get too defimitave.

If the question were asked me by a business orgamzataon, I would
say you draft for me what you think you ought to tell, and I wrll tell
you where you have gme too far or not far enocugh. I can't quckly tell
you of f~hand the limts. I wouldn't have any hesitation commenting on
a cefined draft. 1 wouldn't try to arrawve at the principle firsc, I would
find the actual documents and see the effects through and see where the
spots are.

Q You just sard that you would not puclish plans to make publie
information relative to geographical details. Did you have in mind
allocation information when you said that?

A I don't know how specific your allocation information 1s.

Q A plant 1s allocated for certain production of a cefinite
1tem of equipment.

A No, I meant in a case lrke Muscle Shoals, or a new plant,
not existang facilities. I wouldn't bind myself to an allocation to
anybody. I wouldn't let any contractor know in advance of the actual
allocation that when war comes he can count with certainty, regardless

of price or other conditions, upon a continuation of War Department orders.

- 10 ~
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I would keep the control back in my owmn hand if T were runnming the job.

Colonel Miles+ All of these allocations are tentative absolutely,
depending upon coanditions existing at the tame,

Q You certainly touched on price control as to the difficulties
that are going to be encountered, Would you mind expressing an opimon
a5 ‘to a possioility of when price control is going to have ‘o be made
effective? Of course I know the situataon 1s going to control that
considerably too.

A I think that question tres back to the other question, when
I answered that I would start today. I would get your top orgamization
men that you can trust, and I would have them watching that problem
currently and be ready to shoot just the minute and not delay a minute,
ready to shoot just as soon as they can., What their plan should be, I
don't know., It mll be a changing situation ard, sad to say, 1t wall
be partly political.

The only basis I can see that has a chance of holding public
support 15 to recogmize that you probably, for a blanket order moving
fast will attempt to freeze all prices at the outbresk of war, and then
you will have to get a heat on to get them thawed out very fast after-
wards, IYou wall be thawing individual segments of it awfully fast, 1f

you don't, you will lose the war. I think psychologically you wall help

e
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the public attitade and morale by freezing or jelling the price structur e

at the mme, but you will have to recogmze that 1t will have to get

heated up quute quicklye
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Q When Colonel Scott was here he very much emphasized the point
that during the last war 1t took quate a long whmle to get the really
big men to be interested enough to sever their peace~time, commercial
affilaiations and come down here and take off their coats and put therr
shoulders to the wheel. At the present time, tomorrow, wrll you
antaicipate havaing any difficulty in getting the caliber of men you
would want?

A Yes, to have a plan effective tomorrow, you would. But 1f this
plan were worked out on the line of, at the Presadent‘s approval, putting

somebody to go ahead, and 1f you were to pick the man, the chairman,l

venture in three months he would have a skele\’rbn organization of men who
would be wmilling to come down on twenty-four hours!' notice, maybe less,
able to tackle the job. But you mll never do 1t unless you prepare
them for the condition in advance of the need. To be concrete, I dam't
doubt myself that 1f I were to go to twenbty men today, twenty men I would
Iike to have in that knd of an orgamzation,and talk to them about 1t
in generalities, - "Wall you be walling to come down here 1f you are
called, in the event of the formation of this board" - they probably
would say, "I belreve I could do 1t, that sounds very interestang,"but
when they got up against the emergency they wouldn't be able to do 1t.
But 1f you got them into 1t, with meetings, got the dbjectives defined,
got them interested in the problem, they would be interested an the job,
and I think you would get them on very, very short notice, but I don't
thaink you will ever get them except in a few cases otherwise. The men

here during the World Wer on the whole, of course, are not going to be
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very effectave because the men who were in the War Industries Board
during the World War who did the best work I would say were men forty
to f1fty, and I am taking the outside fagures pretty much. That means
that those men on the whole are gone today. There are a few of them
left, who come to the War Industries meetings every year and they maght
help to carry over the war-time experience to a new experience, but
they wouldn't do for operations. You can't think seriously of picking
those persons to prepare operations, with three or four exceptions, so
far as I know. There are about three or four that could serve a very
valuable function for carrying over a period of six months, to get whom
they could trust. I would get this organization a good deal more than
skeleton 1f I were the Mussolini of this orgam zation.

Q Another questaion which has bothered the class 1s i1n the case
of the war admimistrations, there will also be war labor agencies, war
fanance, and war trade. There seems to be two sides to the thing, that
war labor, war finance, and so on, people should be appointed and report
direct to the President., The other sude thinksthey should be under the
War Resources Admimistrator. I believe you saad that one man should have
not more than five reporting to him. 7You also saad that the War Resources
Admimistrator should be a planner and not an operator. I wonder whether
all these specific war agenties should report and be appointed by the
President or the War Resources Admim strator.

A You have a lot of questions involved in that. I think I am

going to have to separate them,
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I would not have cur present GCovermment organizataon 1f I had the
say about that. The present Government organization i1s & denial of every
praineiple of organization I ever heard sbout., The number of men report-
ing to the President 1s just beyond any possibility of having an operating
machine. That is bluntly put but perfectly frankly put. So I wouldn't
have anybody else reporting to the President, in addation to those now
reporting. I would try to narrow the points of contact in the present
organization 1f T had anything to say - luckily I haven't. I would be
wrecked politically. When 2t came to a war planmng group, I would put
every one of these planming orgamizations under the War Adminmistrator and
I would gave hom enough assistants so he wouldn't have over five men
under him, I would not give any man a great multiplicity of men report—
ing to mm. I would have three or four vice-chairmen, 1f necessary, or
five, 1f you lake, maybe six, but I wouldn't have a plan of a great
number of men reporting to anybody, and I wouldn't have too many men 1n
the group. You get a debating society, which 1s an interesting thing
to have, bubt doesn't help.

Q In connectaon with these organizations reporting to the
Aomimistrator, you have already mentioned that price control would
probably be a good deal of polatical trouble.

A It would be, certainly.

Q Do you think that the President should have control of prices
or the War Resources Admimistrator should also control prices?

A A lot will depend on who the President 1s., The President will
have control in the end - there aan't any doubt. He will have a man there

whom he will trust, who wall carry out lns views. I think that if the
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President were thoroughly wise he would try to insulate hmself from the

political impacts and turn the job over to the War Resources Administrator,

as Wilson did, I have no doubt Wilson told Baruch a lot of things, and

I have no doubt thabt Mr.Baruch didn't tell us that Mr. Wailson told him.

I would have no doubt about the President being able to make his thainking

effective 1f he picked the chief, but I think also the President would

be very wise to leave the operation of the war in the control of that

Wer Administrator. Now, behind the scenes what they might do and agree

upon themselves i1s another matter. Outwardly, that ought to be the result,
Colonel Miles: There seem to be no further questiors. I think

you will all agree with me that this talk has been very much worthwhile

and very much down to the ground. I hope we will all carry away a great

deal as a result of this talk.



