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DISCUSSION
following lecture by
Lte Colonel Walton H. Walker, G.S.C.
Wer Plans Dlviglon, WeDeGaSe

Qe The other day I tried to run down the procurement of three
1ncendiary aircraflt guns and I found in your ecuipment section and
the G-4 supply division that neither had the sum total of guns re-
gumred on this present procurement program. What is your relation-
ship wmth G=4 in determaimng the total gquantity to be procured and
the types to be nrocured.

Ae Well, we collaborate. War Plans collaborates with G-4 1n
all 1tems of equipment to be used in the theabter of operations. The
requaremenl as to numbers 1s set up by War Plans Division. It 1s
then left to G-4. However, we have a concurrent interest with G-4 in
the types and charachberisticse.

Qe TIs that actually clesred through you 1n each case®

Ae Tt comes to us for concurrence, yes.

Colonel Borden Colonel Walker wirll wait until the end of the

session so thab he may answer any questions thet aevelop between now
and thene

There was no discussion followwing Major S. Re. laichelson's talk on
"The Functions of the Office of the Chief of Staff" and no general
questions at the end of the session.

Colonel Miles+ T gust want to thenk these gentlemen for appesring

here this mormng and presenting these matters v such an admirable

form.
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needed they stand an reserve and become obgsolete. The expense of maintain-
g them is great and unless they are maintained the chances ace they wall not
be usable when you want them after a long period of peace. It seems to ne
that our better approach, with those few exceptions, where there 1s a critical
si1tuation involved, would be to depend on private inaustry which always keeps
1tself reasonably up to date wath respect to equipment; depend on that
industry to convert itself to var purposes, and to keep our plans perfected
and right up to date as far as possible. I think that probably during

the last war we went too far in creating some of our munitions ordnance
plants. They have been i1dle ever since. Some of them have rented outb
facilities to pravate firms because they had no use for the buirldings and
those facilities are tobally unusable or aincapable of being used now for

the purpose for which they were burlt because we were unable to keep thenm

up to date during this long period of peace.

Colonel Miles: Any more questions? Any questions by the Faculiy?

Colonel Borden: Colonel, would you tell us in more detail about this new

A,

division that 1s following the foreign orderss just what 1t 1s doing?

Yes, that 1s quite an interestng development that 1llustrates how flexible
bur plans have to be. These anguiries from foreign eountries for munitions
to be produced in this country were draibbling in at a slow rate prior to
August., Then all of a sudden they became overwhelming, especially after
September when war was declared, They had been handled in an informal way
preceding that, but the job got so large it couldn't be handled that way.
The question came up, "What are we going to do about 1t?" We had to give
these people an answer and what sort of an organization should be set up

for 1t. There was nothing immediately in the Army and Navy Munitions Board
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that looked suitable but we remembered that during the World War the

War Industries Board had an allied purchasing commission counected with
1t. In 1ts early days it had a clearance commitiee set up in 1t to clear
domestic orders aand keep them from getting in each others way. Well, the
logical development from that thought was that the Army-Navy Munitions
Board is in a position to do some of this work, so we picked oul some men,
a couple of men from the Board and set them up as a clearance commitiee
to make these contacts. We have contact men in each of the supply branches
that are interested and the inquiries thal sre made by foreign countries
for these materials come to this committee. The Navy is, of course, very
much interested in zt.

It 1s working very nicely so the result is these fellows get an
immediate answer &8 to the possibility of getting the materials they need
and whether 1t 1s possible to use ovr designs for equipment for their
particular use and so on. You see the advantage of having it work out
that way 1s that we can direct those anguairies to allocated firms that we
would like to have get experience 1n the manufacture of this equipment, so
1t works directly in with our plans in the way of an Educationzl Order, you
might say. A&ny of this business being placed, especially i1f 1t 1s for our
own design of equipment is adding very materaally to the resources in this
country for production in the event we need that production _urselves. Does

that answer what you had in mind®

Perfectly. Raght along that line supposing a plant was allocated up to
250 points for our Army and Navy wartime orders and a foreign goverument
should name that facility as a preferred source and wani very much to place

an order with that concern. Would we,under our present poliecy, approve that?
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Well, that raises a very nice guestion. It has largely to do with the
politacal situation. My own way of locking at 1t, and I don't know whether
everyone would look at 1t the same way, is that those people over there

we are furnishing materaals to are really fighting the war we may have %o
faght here in the course of the next few years if we get in 1t, and that
the best thing we can do with owr manufacturing facilites is Lo make
available to them the resources that they need., If I had the decision, I'd
be willing to go to the point of sacrificing some of our own sctual produc-—
t1on if necessary to help them out; not alone simply reserve capacity, for
after all if we are not using the reserve capacity there is no particular
point in keeping i1t for possible emergency. If we have current orders an
there that are required for our own rearmament program why then the situation
is dafferent. I'd even go to the extent of possibly favoring them under
actual production to give them some of the things they need because I feel
they are faghting the same battle we may be fighting in the course of a

few years.

Now that is not an orthodox way of looking at i1t but I thank probably
in the long run it would be better for us if we looked at i1t that way than
if we tried to lean over backward a livtle too fer in getting our own equip-~
ment in there or getting a complete supply of our own equipment.

Itd like to ask if any inguiries have been received from Germany to purchase
munitions in this commtry?

(Off record)

I read an article in the Times-Herald last night to the effect thet a
member of Congress has proposed that the Government sell to Fanland 10,000

Garand rifles at the nominal price of $1.00 each for the purpose of experiment
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and test. Have you had a reaction from that?
I saw it myself, but thought that it is probably one of those bills you
never hear any more about. We need those ourselves too much,
I don't seem to quite understand how these foreign orders come into your
hands. Are they sent to you by the State Department under the administra-
t1on of the neutrality ach?
That 1s right. What usually happens is that the mission comes over and
comes to the embassy of the country concerned. They send them i1mmediately
over to the State Department. Through a working arrangement we have had
for a long time, the State Department immediately sends them down to the War
Department and they are duly accredited and they see what 1s wanted and
after considerable discussion back and forth the thing is coordinated and
the country knows what 1t can look for. It 1s done through the State Depart~-
ment fairst of all.
Is there any cooperation between the State Department and the Navy Department
on these matters?

isfrom
Absolutely. This committee I speak off the Army-Navy Munitions Board,
and the Navy has equal control.
Does 1t operate under the State Department?
The Army-Navy Munitions Board @Bommittee was set up by the President and
approved by the Presidentaway back an July, and of course the Army-Navy
Munitions Board reports directly to the President. This was a sub-committee
of the Army-Navy Munitions Board that was approved by the President to
handle this particular situation and the - inquiries come through regular

channels down through this Board and presumebly this Board is handling 1t

as directed by the President.
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Does this Board consider mumrtions, manufactbured items and raw materials
as well® I gathered that they did.

Well no — the general materials that are not in the nature of specafic
manitions are not handled. We feel that i1s not our line, and that they
ought to make their conbtacts wath some other source, directly with the
vendors of those articles. We are keeping ourselves within our own field
but where we can give them a little assistanteor a suggestion of course we
are trying to do it. On the whole we keep ourselves entirely withan the
mmitions field.

Has there been any plan made for/grocurement set-up in foreign countries
in the event we would get into some difficulty wath another power?

No, nothing has been done on that to any degree of definiteness. There
will be raw materials coming from sbroad that will be handled by our foreign
trade set-up that we have under the Army-Navy Munitions Board or the War
Resources Administration, but on the whole we depend on our own resources
and endeavor to provide within our own domestic boundaries what we need to
carry on.

A further gquestion along that line. Ig thete any particular reason that
the Planning Branch is limited to domestie resources?

We have to be sure of what we can get and we can't be sure of anything from
abroad, That is why we are bringing in strategic material. It 1s very
possible that the sea lanes to the Duteh Fast Indies might be closed and
we couldn't get rubber, so we put rubber ain our stock prle. On the other
hand 1t is entirely reasonable to think that those sea lanes may be kept

open for a long perrod of time. We still have our stock prle, but the

uncerteinty as to the sea lanes makes 1t necessary that we provide within
-6
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our own boundaries here the materials we are going to need. There 1s a
chance that those resources may not be availsble and we must meke provision
to meet that particular saituataion.

Since we have changed this conference into a foreign order conference there
18 a question we would like to ask with reference to contract. Can you, or
will you, tell us whether procurementplans are being made in Americas under
fixed price contract or cost-plus contracts. Before you answer thet, I'd
like to ask one that will give & chance to get away from foreign orders. In
connectron with Eduecational Orders are we taking such steps in connection with
asserted cost of manmufacture or establishing cost accounting systems that

we can procure on a fixed price contract when we actuelly have to procure

it from these people who are getting Fducational Orders?

Well, your first guestion; I don't know what they are doing on that, We have
kept ourselves clear of any direéi relatzion between the purchasers of these
materials and the vendors of them. That 1s something that is their private
business and they do that whichever way they can do it best.

In regard to the guestion of fixing prices on our war contracts, we are

making studies of costs all the time, of course, but we believe our new forms

of contract ere sufficiently flexible to permait us to get a fair cost determina—

tion in setting up those contracts. Generally we use a fixed price contract
wherever possible. If you can come to an agreement with the manufacturer on
a fixed price, well and good, bubt there will be situations where you cannot
settle on a fixed price. There are several ways by which you can do 1t.
Probably the most flexible way is — 1f you have an order for 50,000 of the

i1tem, put in a prlot order for 2,000. Keep accurate account of the cost
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through cost accounting methods for manufacturaing that particular lot,

That is the basis for a further and larger order. It may be that you get
sufficient data to enable you to arrive at a fixed price for the whole
50,000. Meaybe you will have to have a second pilot contract for 10,000,

but certainly by that time you ought to have an i1dea of what the cost is.
Does that answer your question?

The thought had occurred to me that the Educational Order could be used as

a prlot contract. That i1s, I understand Educational Orders are given in
peace time —

That is right.

If the correct steps were taken to keep track of costs, 1t seems to me that
we would have a point established in peace time so we can immediately step
into a fixed price contract when we start procurement from these people

who received Educational Orders. That was the point of my question; whether
we are actually taking those steps now in connection with Educational Orders.
One of the requirements of Educationel Orders i1s that an estimate be made of
the cost of producang the i1tem under that method by which they have worked
out their production plan. I don'l think those estimates are going to be
particularly useful, Under an Educational Order you meke a very few of the
1tem and the rest 1s a study of the equaipment, of how you would re-arrange
the plant ain order to get into production orders. That 1g all paper work
and 1t 1s based largely on estimetes. Of couvrse they are of some use bul as
we get into quantaity production costs go down and the greater the quantity
the lower the cost. I think 1f the Government tied itself up to a fixed cost
in that wayyizuld get the small end of the deal before they got through. There

are better ways of finding costs than through Educational Orders.
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My cuestion is partly curiosaty and pardly & o It 18 my impression

that the American Army, except for the time at the close of the first World
War, was practically ignorant of the military secrets of the other armies.

It also avpears we are in a good horse-trading relationship with other
countries right now. Has anything been done to find out any of the secrets
these people have, for exsmple the British, that might be of wvalue to us?
That is one reason why we headed this thing all up under the Army-Navy
Munitions Board; so we would know what orders are being placed in this
country and what they are for. We are getting all the information that 1s
available from that source. As a matter of fact I don't think they have dis-
covered anything particulerly startling so far.

Personnel seems to be most important in carrylng;::y plan right now. Raght
now these officers are handling dusl assignmentg by being on the Army-Navy
Munitions Board. In time of war would they be moved up into the Munitions
Board only or would they continue to have dual functions?

The Munitions Board would be so busy 1t would teke their full time. I think
what would happen would be that the best men, the older men, more experienced
men, would go to the Munitions Board but their understudies would continue

to carry on in the 0.A.8.W, As I wvisualize i}, and as I andicated in the
former part of my talk, there will be a great many questions that will mean
adaptation of our plen to new conditions or conditions we have not visualized,
You must have someone in the Munitions Board thet will make the decisions that
are necessary. There will be a great many cuestions, say between the Army

and Navy, as to prioraty when the strategic situstion becomes clear. Say that

now we divide a Martin Plant for aircraft fifty-fifty between the Army and

Navy. It may be the strategic situation w1ll recuire the Navy to heve all of

-9~
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it or the Army to have all of i1t. That decision has to be made promptly
and the Army-Navy Munitions Board would be the one to make i1t. You cantt
carry any decision to non-military people to make because they don't know
all the facts and they ocught not be asked to decide on questions that are
mrlitary in cheracter. In time of an emergency the Army-Nazvy Munitions
Board would have to have the best personnel on both sides of the Army and
Navy and be ready to give those decisions. Now they could draw from the
Planning Branch, and from the Navy and get a real working organization.
It 1s quate evadent, of course, that probably the most important decisions
would be made in the Army-Navy Munitions Board so that the senior men would
go to that Board and the second line of men, the understudies, would continue
to carry on in the Planning Branch. I don'iu think they would perform sny
dual functions because they would all be busy and it would take their full
time,
Does the Plenning Branch anticipate any interference in allocating and in
procurement planning, especially in key facilities, due to & long term Army
or Navy peacetime orders? What I have in mind 1s that Bethlehem Steel 1look
the entire bomb contract for the last year and I understand thet will
necessitate considerable actavity in the shell shop until at least July, 1941,
but she has not allocated any bomb bodies for wartime manufacture and I under-
stand the entire facilities of that job are alliocated to the Army and Navy.
If war started next July what are you going to do, throw those bombs out$
The policy established by the Army-Navy Munitions Board a lattle while ago,
a year or more ago, was that any current orders in an allocated plant on M-Day
would normally be carried to completion. That, of course, 1s entirely logical.

If the 1tem is needed and the plant 1s set up and going, the economléfthlng 1s

to complete the order. That may upset the allocatzion that has been made for
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that perticular plant and I thank there will be cases where the allocations
we ere sebting up in peacetime will not be particularly applicable and will
have to be changed. That is why I say the Army-Navy Munitions Board has got
to be made strong and active immediately on M-Day so 1t can deciae suwek
guestions such as that, We must realize that our allocations are the best
solution that we can foresee at the present time but not necessarily the
final solution. We must adjust ourselves to the situation, the strategac
si1tuation that develops on M-Day and it won't be until M-Day, or very much
before that day, that we can see what those situations are and adjust ourselves
to them.

(Colonel Johnson) Major Huff is just being polite to you. He wants to know
why we can't change them now.

That i1s something for the Ordnance Department; they have the responsibility
for that,

Whet I had ain mind 1s that this i1s the biggest bomb order that has ever been
placed. A lot of new bidders came in on this order last year and I realize
that legally 1t couldn't be done, but that order could have been divided nicely
between four or five different plants as we had a lot of faeilities for that.
What I also had in mind 1s that 1t 1s my understanding that there are key
facilities —— there are certain plants that can make certain i1tems -—— they
are the ohly facilities you have and your requiremenis are much greater as
those plants are the only ones that can make the 1tem. The steel facility
may be tied up with peacetime orders and that would delay us a month or two,
Could you actuelly shift those contracts? Is there any provision under which

they could be shifted?

A. By this peacetime, this less essential business, do you mean conmercial business

11—~
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I mean essential wartime —- War Department and Navy business. For instance,
take thas particulsr bomb contract. If you were authorized to have them
negotiate with other firms to £111 the order, place orders with other plants,
and wathin two or three months be getting bombs as fast as you could load
them, and thereby you could take over the facility of Bethlehem for what

you want to use it for.

I don't know what the answer to that situation would be and you can't find
the ancwer until M-Day comes pretty close to us and you could determine
whether you needed bombs first or this other material, Now it maght be

that they would have to curtail part of the order for bombs to let something
else in that no one else could produce. On the other hand, bombs might be
the most imporitant thing on the list and you then let them complete their job.
In peacetime we can't fax priorilies between items. If 1t i1s a land war that
is one thing, af a Navy war, that is something else. If airplanes are coming
against us maybe we will need bombs and maybe we will not. What I am
praimarily interested in i1s getting the sebtup in such a position that we can
make those decisxzons promptly, based on this strategic situation that may
arise. We all realize that changes in our allocations will have to be made
and changes in all of our plans will have to be made. Now just what the
particular solution to that case 1s I don't believe anyone can say until
M-Day 1s pretty close to us and we know whether bombs are/znhlgher prioraty
on our list than forgings, or aircraft guns, or something else.

Well, say there was a peacetime contract, could that contract just be can-
celled when war started?

If it 18 wratten in his contract.

No, 1t is not written in.



A. Of course if it 1s private business under Section 120 you could do thate
If 2t 1s Government business someone has to reach a decision as tp whether
the i1tem under current manufacture is more important tham something you
want to put into the plent. If the Government thanks it worthwhile to cancel
the contract and pay them all the damages that would result from cancelling
1t, they can do that.

Q. It would probably take considerable negotiation and time to shift it around,
wouldn't 1t°?

A. Well, we hope our plans are going to be complete and are trying to anticipate
these conditions as much as possible so there will be @ minimum of that.

In spate of everything we are going to be able to do in peacetime, we wall
have many satuations such as you refer to. We must get our orgenization ready
to handle those things as they come up..

Colonel Miles: Subject to the remarks made by Colonel Rutherford, you know very
well what you would do if you had to do 1t you'd go ahead and do it and say,
"Let the chips fly where they will".

Now we have two other speakers and we do not want to keep Colonel
Rutherford too long, willing as he 1s to answer our guestions. Are there
any other guestions?

Qe In comnection with a study I am making T would like to know whether any of
the personnel of the Army-Navy Munitions Board will go to the Administration?

A. War Resources Administration?

Qe Yes, do you consider there are any problems in connection with personnel for

those two seb-ups?

A. Only enough persomnnel will go up to the War Resources Adminaistration to assist

-13~
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them 1n getting organized. We know what our plan is here. We had our War
Resources Board study it and they approved 1t. As a metter of fact, the
report of that Board couldn't have been any more approving of the scheme
that we have worked out, 2f I had wraitten 1t myself. My thought is that
enough men will go from the Army-Navy Munitions Board to War Resources Board
to get them to feeling a lattle bit at home and help them get organized and
moving along. Help them to become familiar with the plan as far as possible,
1f they aren't already familiar waith 1t because of their peacetime activities.
After all a military man's job is something that pertains to the military.

He has been trained for that and 1t would help as far as getting this thing
movaing along smoothly up there, but I think there would be more real

problems to be solved in the Afmy-Navy Munitions Board an the early stages

of an emergency than there will be in the War Resources Administration. Our
accent ought to be on the work of the Army-Navy Munations Board in that
early period and I thaink that 1s where the men should stay.

Some of those men, as you said, are coming from the Planning Branch. Do you
anticipate mny difficulty in procuring the right type of persomnel for the
Army-Navy Munitions Board?

That 1s a problem we have been givang a lot of thought to. It 1s a dafficult
problem. The more men thot come up through the ranks of industrial mobiliza-
tion, the easier 1t 1s goang to be. We have a list of men with their mobiliza-
tion assignment in the Planning Branch, which increases it materially, and
many of those men have jained experience through the Industfial College, and
the Daistricts and Planning Branch, and all that. So we have a list to draw

on that relireves our situation considerebly from what 1t was a few years sgo.

Colonel Miles: Any questions from our visitors? From the Faculty:

i



Colonel Lewis: Colonel, I'd like to question the soundness of the whole
mobilization plan we have now., It strikes me that our whole mobilization
scheme of man-power and materiel is based on using the British Navy and
French Army as our first line of defense. The evenis of the recent war
indicate that the time of the non-professional citizen soldier is past.

Qur whole scheme accepts a lag of from six months to a year before we can
do much of anybthing but be on the defemsive. I'd like your reaction to that.

A, TVWell, you put me in the position of a Marshal Foch, or someone at Congress
making our national defense nolicy. I don't know that I am qualified to
comment on that. That 13 a lattle too broad for me to answer there, Lewis,
but I don't believe the people in this dountry would stand for what you are
apparently advocating. You want a bigger Army and want 1t ready to go. I
don't know whether any forces could be brought against us other than a Naval
force and airplane raiding, that could possibly be more than something like
200,000 men, and when you think of an expeditionary forece of 200,000 men 1t 1s
some proposition, Now the Army that we have at the present time could certainly
handle any 200,000 men that could land anywhere around this part of the world.
That 1s only a small part of the satuation, so I don't know thst I go along
with your aprgument that we ought to have a big standing army ready to go
immediately, I don't believe the people in the country would staand for 1t.

Qe I'd lake to complete a (uestion asked before. There have been announcements
by the Army and the State Department about accepting the responsibility of =
hemisphered defense. In view of that, af we do accept the responsibilaty for
& hemisphered defense would 1t be so far reached as to encourage having
munitions in this country for the armement of some of our Latin-American states?

A. I haven't heard anything that would indicate that that would be the case., Our
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manufacturers are not interested in the munitions industry. They will work
with us because the Government asks them, but they are not interested in
making munitions.

Q. More money in something elge?

A. If a good sized order comes in that looks like a chance of meking some money
probably they would think about 1t, but they are definitely not seeking
munitions orders and 1t 1s being found quite difficult to get them interested
1n them. I don'{ think there s much chance of our developing mumitions
industries similar to Vickers or Krupp, or any like that.

Colonel Lewais: I notice that General Menu in France uses the term "Successive
Approxamation.” That describes the thought you have left with us.

A, T am glad that the General agrees with me.

-16-



