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THE PLANNING BP~dICH~ O.A.S2 . 

Colonel ~hles and Fellow Students of Industrza! Preoaredness 

Thls mornmng ~re are scheduled to dmscuss the Plannmng Branch 
of The Assmstant Secretary's Ofimce. Perhaps I am supposed to leave 
v~th you a very defmnmte idea of just how the War Department mntends 
to proc~ e the grea~ quantmtmes oi maternal mt ~II need mn the event 
of a major war and just how mt wm!l contrmbute to preparmng the 
country to change from a peace economy to one where sll of our 
natmona! resources are employed prlmarmly mn support of a war effort. 
But I am not golng to do th~_s mn the sense that you v~m!l be g~ven 
approved solutmons. ~ e w111 get much further mf we t?mnk cub loud 
in regard to certain flmdamentals of our job and consmder the bases 
on whmch we should proceed rat1~er than the detamls of procedure. 
So In my openmng sentence i addressed you as Fellow Students of 
Industrmal Preparedness. You mn the College here nsy be conslder- 
ed as freshmen mn the subject -- those of us who have been studymng 
the subject for years ~my be thought of as senlors -- but none of us 
kn~vs all the answers. Those documents whmch ~e call plans mn my 
offmce represent the best so]utmons w~ch v~ have been able to 
arrmve at for vhe present, but nothmng ms more certamn than that 
these plans ~o_Ii not be carrmed out just as wrmtten. It ms beyond 
human forecastmng powers to foresee the condmtmons under ~vhmch 
mndustrlal mobllzzatzon ~m!l be effected and mt ms for thms reason 
that we have no fmnal so!ut~ons ~o a~y of our problems. ~ e sho~Od 
keep mn mmnd that our so-called plans r~ust adapt tbemse!ves to the 
condmtmons e~stzng a5 the tmme of thezr executmon -- we cannot 
expect that cmrcumstances vml] fm~ themselves ~-nto the plan. Con- 
sequently, the men ~ho are 5o carry out the mndt~strla! mobmlmzatmon 
mn ~ar are of equal mmportance to those who are now makmng the plans 
The former must make the plans work and ~e shall mndeed be fortunate 
• f those makmng the plans are also prepared to carry them mnto e~- 
ecutmon That is the mdea! toward ~rhmch the !ndustrmal College and 
the Plannmng Branch are workmng. 

~e may well ask ourselves what are ~he bases upon ~hmch our 
studmes should proceed s ~Ja order that our ~lans nay contamn essentmal 
data and yet leave that f!e~bz!mty necessary for themr adaptatlon 
to the cmrcmmstances under whmch they may be ezecuted. ! recall 
very v~ll the early days of tl~e Pl~unlng Branch mn !929~ when a 
group of offmcers was assembled ~n the rear of thms ~ng of the 
l unltmons Bum!dmng to f!nd out fmrst of all what the problem of 
industrmal mobllzzatmon mnvolved. Sectmon 5a of the Natmonal De- 
fense Act had become law~ but Imtt!e had been done about it. The 
chaos of the ~ orld ,~ar permod was stm!l fresh mn the m~nds of these 
flrst offmcers of the Plannmng Branch. The vo!utamnous records of 
the ~ar Industrzes Board had not yet been made avam!able for ©on- 



venment reference, so these offmcers had to begzn themr work mn an 
unexplored f~eld, r~cn however ~n mater~al ~m~t~ng to be d~gested 
and organmzed. 

In the ~ntervenzng years, s~nce the Plann~ng Branch and the 
Industrzal College began tnezr ~, ork, mt has become clear that the 
dutmes lamd upon The Assmstant Secretary by Section 5a mnvolve t~o 
@mstmnct but related actmwtmes. The fmrst and of mosb dmrect 
~aportance to the ~ar Department ~s assuring that suoplmes and 
equmpment needed by the ~rmy vmll be avamlable ~hen needed. Thms 
we cs3 1 procurement plannmng. The second task ms the broader one 
of preparmng, as far ss mt can be done by plann~ng~ to place the 
country ~n a posmtzon to car~-y on a ma~or ~ar on the econommc front. 
Tl~s ms made necessary, as ~e all kn~,, by the fact that modern ~,mr 
bet~een great natmons l~as become totalztar~an war -- mnvol~&ng 
every matermal resource an@ every element of the populatmon. 
Although t~s second phase of the problem ms ~ot so clearly spec~- 
fzed ~n Sectmon 5a as ms the functmou of procurement plannmng, the 
~,ordmng ~s such as clearly to rumply that mndustrmal or econommc 
mob~]mzatmon was clearly vmsual~zed by Congress when the sectmon 
was added to the Natmonal Defense &c%. 

~e all understand, of course, that Sectlon 5a refers only to 
The Asslstant Secretary of ~ ar and that the Na~-j has no slmmlar 
legmslatlon. In the early @ays of frocl~rement pls~nu~ng, thls fact 
may have ]~d s~e mnfluence in postponing jo!nt procurement plannlng 
by t~he %vo ser~-ces, but the smtuat±on has long slnce been remedled. 
The establlshment of the Army snd Na~r ]'unmtmons Board, by ad~ 
mmnzstratlve actmon of the t~ro secretarmes, ]~s orovmded the meetlng 
ground where orocurement plans prepsred separately by the two servlces 
are compared, coord!nated or comblned mn a manner that appears most 
effective for the national defense. Here also the t~ o services ~,ork 
togebher on the co~on problem of econommc mobzlmzatmon of the 
country as a whole to whmch I have 3ust referred, the ~esu3ts of 
wbmch are embodmed mn the document called "The In~ustrmal Nobmlmzatzon 
Plan". 

I should llke to polnt out l~ere a few of the fundamental dlf- 
ferences bet~een Navy and A~D ~ orocurement planning as they appear 
to me. The problems of the two servlces are slmmlar but vastly 
dlfferent mn scope. ~he Navy, as the flrst ll~e of defense, must 
have mrs fleet in belng on 1~-Day and largely provlded ~th the 
armament~ ammmnltmon and other crmvlca] matermal needed for it to 
functlon. On the Army slde, however, a maxlmum effort may requlre 
the expansmon from a peace-tmme army of say 400,000 to a force of 
4 mill!on men -- a ten to one expans!on. On the supoly slde, how- 
ever~ such an army would require somethmng llke a 20 to 1 expanslon 
In procurement. It would appear, therefore, that adequate provlslon 
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for th~s expansmon of procurement ms vmta] to the ~ sr Department. 
T]~s fact explains ~ hy the ar Department feels ~t necessary to 
mnmtmate many studmes mn connectmon ~th mndustrmal preparedness 
and to carry such studmes mnto far greater detaml than the Nav~-. 
To a natmon comumtted to a small standmng army, plans for the 
rapmd e~pansmon of that army mn an emergency appear essential and, 
mn these days of mechanmcatmon, the orga~zzng of &merzcan mndustry 
for ~ts part zn the program means the effectmve u~mlmzatmon of 
perhaps our most ~portant resource for defense. 

Let us look a ]rattle more closely at our fzrst Droblen -- 
procurement plannmng. Thms involves fmrst of all defmnlng ~rhat we 
shall procure. The deczslon as to types of equmpment for mssue 
depends jolntly upon ~he usmng services, the Staff and the Supply 
Branches. The desmre for nmgh performance mn servmce often obscures 
the fact that such a tsqoe may be very dzffmcult of productmon mn 
quantmty. So also delay in reacl~ng a aec]smon on the tsqoe post- 
pones the tmme for prepa~ing 1~anufacturmng dra~vmngs and specmfmcat- 
m ons~ ~mthout ~hmch quant~_ty pro@uetmon carmot be ±hi tzated. So 
the Plannzng Branch ms much ~nterested in kno~ung that standard types 
have been adapted for ~] a~_ essentmal equzt3ment an8 that such types 
are adapted to qusntmty productmon by prmvate mndustry under var 
condmtmons. 

The computat~_on of requirements ms, of course, the second mm- 
portant element mn procurement plannlng. Thms ~rork is norms!ly done 
by the supply arms and ser~_ces upon bosmc data furnmshed by t~le 
Staff, but there ~lave been occasmons ±n the past w~here the PlannJng 

Branch has found mt necessary bobh to improvzse basmc data and to 
compute requlrements in order that progress mn plannmng could be 
made. 

The tbmrd great problem mn ~rocurement pl&nnmng ~s ~ ~aere 
can ~e obtamn our requlrements. The capac±t) of our government oTmed 
manufact~mng establmshments ms small and mt ms estmr~ed that per- 
haps 90~o of army requmrements mna ma3or ~,ar ~rou!d hsve to be met 
by prmvate mndustry. The supply branches~ of course, have thezr 
fme!d organmzatmons mn the procurement d~str~ct5 to ass!st them mn 
locatmug productmon iacm!mtmes sumtable for the] r needs. Themr 
requests for the ailocatmou of ohese manufactulmng fac]!mt±es for 
themr use come to the A]locatmon Dmvmsmon of the Plann~mg Branch 
d~ere they are coordmnated ~tb smmmlar requests from other services 
and the Navy and f~nally recorded as a part of the general procurement 
plan. You ~_!i hear more regardmng t~ims subject from tl~e CIumef of 
the Allocatmons Dmvmsmon. It ms mn tl~s partmcula~ actmvmty bnat 
~ve endeavor to obtamn the answ~er as to swhere ' the maternal can be 
obtamned. 
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But the most zmportant and the most dmffmcult problem zn ~ro- 
curement olann~ng ms the fourth one -- Hovr can ~e be assured that 
the required ne~ productzon ~vlll be forthcommng mu the tmme and 
quantity requ~red~ ~ e may have our t2-pes standard~_zed, our require- 
ments computed~ and plants earmarked by allocat~on records for the 
partmcular 3ob. But all of tl~s~ ho~zever necessary zn the ~ as of 
prelzmmnary data, zs only a paper plan unless supported by adequate 
evzdence that our a!locsted plants can actually produce at the rate 
scheduled for them mn an emergency. ~e have long been a~vare that 
produst~on schedules have been accepted mn many cases by plant e2- 
ecutmves ~zthout any adequate study of the problem znvolved. The 
result has been an unduly optmmmstmc report of production possmb~Iztzes 
Thzs zn turn has carrzed over ~nto computatzons of reserve equzpment 
needed, for ~ze must keep mn mznd that requmrements are met fro~ 
only two sources -- reserve stocks or new productmon. 

Only in the last year or two ~has the ' ar Department been em- 
powered to take steps to assure that prmvate manufacturmng plants 
would be able to oroduce their scheduled totems mn an emergency. 
Three methods are now avamlable for the purpose and, although funds 
are l~mmted in each case, much can be accomnlzshed ~th the means 
now avamlable. 

The most effectmve method of preparing a plant for a ~vsr schedule 
ms to glve mt a productTon order for the ~tem mn peace. Under the 
rearmament prograz~, thms ms possmble to tbe e~tent a!lo~red by 
aporoprlatzons, a!tuough a palt of h~ese funds go to the government- 
o1~med manufaeturmng estabimshments. The necesszty for competztmve 
bmddmng Immmts the dzstrmbutzon of these orders. However, zf in 
con0unctzon v~th such an order the contract requzres a productmon 
plan for the full war sched~Lle asszgned to the plant, the evzoence 
ms good that such a plant zs prepared for mrs war mmsszon. Such 
procedure zs now bem~ io~lowgd. 

A second method of traznzng now avam!able ms through the ed- 
ucatmona] orders program whmch began last fzscai year ~mth a two 
mllllon dollar spproprmatzon, ms contznued thzs year ~vmth fourteen 
and o~e-r~alf mmll!ons~ and for ~ ~-Lmch slxteen snd one-quarter mm]]zons 
ms asked in the budget for 1941. You ~zl! perhaps study the educat- 
monal orders program more mn detam! later, so I shs3! no~ dmscuss zt 
further other than to say that mt calls for a l]mzted amount of 
actual productmon of the item, but a co~plete productmon study for 
its pa~ufact~a~e mu vmr and a portmon, at least~ of the speclal 
equzpment needed for that manufacture. 0bvmously, educatlonal orders 
are Immmted to specmal or technmoal munmtmons, ~th vm~ch manufacturers 
othe~se would have no ooportunzty to becor~e fa~mlmar 
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A thmrd method of assuring reasonable fanml~ar~ty on the part of 
prmva0e manufacturmng plants wmth themr proposed ~mr schedules of 
productmon ms through the purchase fro~ them of factory plans or pro- 
curement studmes covermng the schedule. Genera] authormzatmon for 
the purchase of such data ~ras obtamned from the last Congress. Th~s 
method v~ll be t~sed to supplement the tramnmng obtamnable under the 
rearmament and educatmonal orders programs prevmous!y meutmoned, for 
obvmously~ stance mt results mn onl# a paper 01an~ mt ms less effeo5¢ve 
than emther of the fmrst t~o methods. The program of nrocurement 
plannmng vmsua3mzes, ho~ever~ that all prmvate plants hawng war 
schedt~es ~nvolvmng munmtmons dmff~cult to manufacture }~mll be graven 
some tramnmng fo~ themr task through one or the other alternatmves 
mentmoned. 

T~me ~!! not perrm~t me to do more than mentmon s number of 
other mraportant actlvmtmes of tne Plann!ng Branch. Of course, rots 
personnel also functmons on the Array and Navy ] un±tmons Board, of 
whmch you ~!I hear more later. In the past year~ ~he Plannlng 
Branch has taken on the 4uty of supervmsmng bu0getary est!nmbes for 
procuremenb plannmng mn the ~ ar Department, and assmsts mn the de- 
fense of t~%ese items before t ~e budget and ConLress. It has mm~ort- 
ant dutmes ~th respect to legmsqatmve matters and ~rar contract 
forms. The adr~nmstratmon of the strateg¢c materma!s stockpm]e 
legms!at~ on and the recently establlshed Clearance Com~imttee of the 
Army and Navy 1 unmtmons Bocrd; snd the general acceieratzon of plannmng 
actlvmty, have added maternally to mrs v{ork ~n the last fev' month, s. 

In closing, ! shotuld !rake to leave ~mth you the thought ~p_tn 
~£q~_ch I began. That our plans can never be consmdered as fznsl. 
~e must contmnual!y look for be~ter factual data and revmse them 
accordmngly. Our a!!oca~Jons~ for exampTe, are not dependable untll 
they hsve been proved so by some metl~od such as ! have referred to 
above. ~e must be prepared to adapt the factual data ~rhmch have 
been collected as a result of om ~ plannmng to smtuatlons qumte 
dmf~erent from ~vhab ~,e antmclpate. Co!one] Scott~ mn hms ta!Ps to 
the College, calls thms 'fmmDrovmsatmon". The events of the last 
fe~ months have emphasmzed the mnevmtabllmty of this factor. So, 
mf I ~,ere bo sum up the entmre subject of ~rocurerent plannmns, l 
~,~o~LJ ~ay ?hat mt requmres facts pll~s practmcal men~ plus fle ~ mbm!zty. 
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Discussion fo~ lowing lecture by 

C~lonel Harry E. Ru~herior~ 

at ~ne Army Industrial College 
J~u~ry 6, 19AO 

A. 

I don't know who%her ~his ~ue~ti~u is apropos right ~t thzs tlme or not 

but ~r. 5 ~  i~icat~d the othe~r day that he, as a member of Congress, 

was f~v~rable to appropriating money to set up ~ome muu!tlons ~lants to 

catch up on tha% ~ of the program ~d ~han put tqem ~slce until such 

time ~s they may be needed. I gathcr~ from h~s remarks that perhaps that 

policy has been considereg, The u~stlon l~d i~ke to ask is how does the 

War Dep~rtmen% Strand on tha% proposition? 

Wel~ it Is ra~her a %ic~llsh sltuation~ (Off record) 

That brings up a geod question as to ~heSher ~e War Dep~tr~ent should expana 

Its munitions activ±~ies~ whether ~ shotuld be more governmant-o~ned 

est~blishmen%~o I think~ as a whole, that ~t ~s not a w~se ~ea° The e 

~re ~artain e~ses where there is no e~st~ng coum~ rcial ~ndust~y that can 

be conv~2t~. There are powder plants, loaa~ng plants, and there are 

probably ohemieal plants~ and what not~ that hcve no co~ erc~ol counterpart, 

mud there is no possib~!!ty of f~ud~ng sometd~ing you c~ convert. There 

are ca~ where those act~vitzes, unless they ~re cre~ted by Government, will 

loav~a ~ery definite gap In our procurement plans. We can't po~s~ol~ get 

~lants ~O produce ~he ~tams needed in the proper tlme. Now there are a 

few ea~es like that where probably ~o~e expansion of Government actor.ties 

would be jUStlf~ed, but that, on the ~hole, ~n my judgment, ~o~ld not be ~he 

/ 

ca~ because we ~now th~ ~hen peace comes~ ~hau these pl~ts are n~ lon~er 
/ 
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mee~!ed they stand in reserve and becom~ obsolete. The expense of maintain- 

ing bhem is great and unless they ~ zmlntained the chances ~ ~ t~ey bill not 

be usable when y~a ~.ant them aft r a !on~ per_od of p~aee. It seems to ~e 

theft oun~ better a~proach~ with those fe~ excet-t~ons~ where the~e ~s a crltlcal 

situation iuvoived~ would be to ds~d on pri~ate indust1~ ~hlch slways keeps 

itself reasonably up to d~%e with r sp~ct to c q~Ipm~ut; depend on that 

ir~u~try to convort itself %o ar purT~oses, and to keep ,~ur l~us perfected 

~nd right up to date a~ far as posslble. I thlnk that probably dur ~ng 

~e last w~r ~e w~mt too far in creating some of c~r m~nitzons or~hmnce 

pla~ts. T~y hsve been ~dle ever since. Some of them have rented out 

fae~li~e~ %o prlv~te firms be~u~e ~y haa no use for t~e bua!d~ngs ~n~d 

t~s.s fac~llt~s are toto~lly ~ms~ble or ~ncap~hle of be~-ng used now for 

hhe ~arpo~e for which they were Built because we wer~ un~-~ble to keep them 

up, %0 a~te during t~h~%s long period of peace. 

~olo~el Miles*. Any mor~ q~estions~ Auy uest~ons by the Fac~!t3d 

Colonel Burd~ ~olonsl~ would yo~ tell us in ~ore detail -boat t ~ xs ~w 

division that is felio~ the foreign orders; just what It .s ,~ ~ug? 

Ao Yes~ that i~ ct~ite an inL~,~est~ ~.evelopm~mt th:~t ~ lu~.tcs how flox~ble 

bur p!n~s have to be. The~e Lu:~u~rios ITem forelgn coquet_as for ~uritions 

t~ b8 produced in t~is country were dribbling in at a slo,~ rate prior to 

~ugust. Than ~ of a sudden they b.~ame over~helmang~ espec~ally alter 

September ~ahen war ~ms dee/[areal. They h~d b~n b~ndi~d in ~ ~nformal ~ay 

pxe~ed~g that, ~at the ~eb ~ot so large it co~l~n~t be b~ndled %nat way. 
/ 

The ue~t~ca c~me up. "What ~e we g~.~ to 4~ ~boat ~t ~ We h~d to ~ve 
/ 

these people an ~m-~e~ and what sort of ~ organlz~on shoula be set up 

for The=e w~s no~ing ~med~.ateiy in the Army ~d N~,vv ~un~t~ons Board 

/ -2- 
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that looked suitable but ~e remembered that durLug ~he Norld War the 

War Industries Board k~d an a!li~d purchas~g co~ss~o~ com~ected ~th 

it. !u its early days it h~d a clear~nce co~m~tee ~et up in it to clear 

dcm~st~c orders and keep them from getting in e~ch others ~ay. Well, the 

logical ~evelo~nment from t~hst thotk~h~ ~as that the Army-Navy i~uni-~ions 

Board is i.~ a pos!tion to do some of this ~orkj so we p~cked o.~t some ~en~ 

couple of me~ from th~ Boa~d and set tl~em up as a clearance co~oz~lttee 

to make the~e contacts. We h~ve contact me~ in each of Tl~e su ply br~uches 

that are Luterest~d end th~ !~q~v:~ries ~hat are ~ade by foreig countries 

for these materl~is come to this oo~mittee. The Na D, is, of c~se, very 

much Interested ~ it. 

I% is working very ni~ely so ~he result is these fellows get an 

~mmedlate answer ~s to the possibility of getting the ~ tot!ale tlmy need 

and whether ~_t is possible t use our desi&ms for equ~pmaut for ~near 

particular use and so on. You see the s~vs~tage of D~vlng it ~ork out 

that way is theft ~e can direct those i~uirles to allocated f~rms that we 

would like %0 have get ex[~rxenee ~n the mmnth~actv~e of th~s ecu~pment, so 

it works directly iu with our plans i~ th~ way of au Educaslonal Order, you 

~qight say. Any of this bus2aess be~_ng placed, especially if ~t is for our 

own design of equipment is ~ddang very materi~!ly to the resources in t,us 

couutry for prod~ctioa is the event we need that production ta selves. Does 

that answer what you had i~ m~ud? 

Perfectly. Ihight along that l~_me sappssing a plaint ~as allocated up to 

25G po~-nts for our Army ~md Navy wart,_me orders and a forelgm government 

sho~Id name that faeZlity as a preferred source and w~ut very much to place 

~u order ~ith ~hat coacera. Would wwunder our present F ol~cy, a prove that? 
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A~ Nell, ~hst rai~e~ a very nice quests_on. It has largely ~o do ~z ~h ~ne 

poi!t~c~l sltu~tlon. ~y o~m v~ay of iookamL at it, ~. ! .onYt ~no~ ,hether 

everyone wo~ leek a% i~ the ~e way~ is bn~v those p~ople over ~ere 

we are lurching materials to ar~ re.ally figntlng the war we may h~.ve to 

fight here i~ the course of the next few ~ars if we gcD in it~ and that 

%he beat thiD~ we can do =lth our manufao~ur~g faclilt~s ls to 

avaxi~ie ~o them ~e reso~-¢es ~ha~ ~hey need. if l la~ the dec~sxon, !Id 

be %l~lng %0 go be k~e point of s~.crif~_clng ~-L o= of ~ o~ acs~ul produc- 

tion ~ necessary to help zn~n -ut; no~. alone. _~mply r~ serve caps c~_ty, for 

after all ~f we ~.~e not uszng ~he Icserve cai~.c~ty th~:c z~ no ~rticu~ 

point In kee~a~g it for po~'~ib!e emergaucy. If we h~ve current srders ~-n 

there that are _~equi~ed for our own rear~ent ~ro~mam ~ny ~han ~he s~tua%~on 

is d~ff~rent, !~d even go to ~ne extent of possibly favorLng them under 

actual production to ~ve ~hem son= of ~qe t~_,~ s they n6ed because I feel 

thay %re ~ghD~ug un~ sam~ battle we may oe fightLu g in rue c~t~rse of a 

fe~ years. 

Now tl~a~ i~ not ~m orthodox ~ay of lookzng a~ ~t but I thamk probably 

~n the long run it ~euld be better ~or us if we looked an ~ Gh~t way than 

if we tri~d t~ ~an c~er ba ~e~ard a L~tle too far in geu~ng our o~n e ulp- 

~ ~ complete supoly of our o~n c~ u~pment. merit m ~here ~r ~e~t~_ng a 

Q. i~d like to ask if ~ny !inquiries h~ve been received from Germany to _ ~rc rose 

munxtions in ~his ~oun~ry? 

A. (Of:" r~c~d) 

~. I read an article !n ~ne T~s-Eerald last ,h nzt~ t to the effect th~.t a 

mextber of Congress has proposed that Dne Gow rn~ent sell to F~nl~ud 10 ,c~30 

Garand ri~es ab the nominal p~ice of ~;i.O0 eoch for he "urpose of expez~m~n~ 



and %set. Save you had a reaction from that? 

A. I saw it myself, bat ~h~aaht that it !s probably one of those bzlls you 

never hear amy more about. We need those ourselves too ~ueh. 

~. I donlt sBsm to qui~e ~n~er~tand how these foreiga o~ aers come Lute your 

hands. Are they sent to yo~ by ~he State Department uad~r the admln~stra- 

tlon o~ the neutrality act? 

A~ T h a t  IS right. ~ha% usually he,peas is that the mission comes ove~ and 

comes %0 the embassy of t~e country ccacerned. They send ~hem i~ueda~hely 

over to the Sta~ Department. Tha-ough a work!n~ arrangeme=t ~e ~ve had 

for a long time~ the State Department i~ed~ately sends them ~own ~o the ~aa- 

Departm~at aud %hey ~re duly ~ccredited and they see what ~s wante~ and 

after eenslderable discussion back and forth the th~ug is eoor~anated and 

the ~uatry knows ~ha~ i~ can l~k for. It ~-s aerie thresh the ~tate Dep~rt- 

men~ ~ ~r~t of all. 

Q. Is there any co-petition between the State Department ~nd 5he Navy Departaent 

or, these matters? 

isfrom 
A. ~hsolu~ely. This ~ommit%ee I ~p~ak of~ the /hrmy-4~avy ~an~tions Board, 

and the Na~ has equal con%tel. 

q. Does i% o~ra~e %m/or the State Department? 

A. The Army-~avy ~itloms B~ard 8ommit%~ was set up by the President and 

approved by the ~resld~a~y back in July, and of course the Army-Navy 

Muaa~ons Board reports d~rectly to the P~esident. This ~as a sub-committee 

of the Army-~vy ~umitiens Board that was a~proved by the President to 

handle t1~s ~rticuisr situa~iC~ a~ the ~ ~ucuirl~s come through regular 

channels down thrGugh this Board and presumably th~s Board ~s handliug it 

aS directed By the President. 
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Q. Does this Board c ~nsider mum~tions, mantu~actured !~sms and raw m~ter~als 

as well? I &~t~ered that they d~d. 

A. Well no -- the general materials that a~e not in the n~t~ re of specific 

m~mit~ons a~-e not .ham~ed. ~e feel that Is not o~ in~, and th t they 

ought to make thelr contacts ~tn scms other source, lirectly ~ath the 

veneers of ~hc~e art!cles. Ne are keeping ourselves wit_bin our o~n ~leld 

but where we c~u glve ~h~u a little a~slsh~n~eor a eu~gest~on of co~rse ~e 

aze trying to do it. On ~he ~hole we ~eep ourselves ~nt!rely ~itlum th~ 

munitions fleld. 
a 

~.~ Has t~re bees any .ol~ made for/~ocureaent sew-up in foz elgn cotm~r es 

Im the event ~e would ~e% Int ~ some difficulty w!th another po~er? 

A. No, nothing h~s been done on that to any degree of def.nitauess. There 

will be ra~ na~rl~Is coming from ~broad t~at w~ll be handled by our foreign 

t~ ade se~-up thud ~e have trader the ~mmy-Navy ~au~tions Bo~d or the War 

Resoarces Adm~nlstr~tioB~ but on the whole we de;end on our o~a resources 

~md enaeavor to provide within our c~a~ domestic boundaries v~at ~ need to 

~arry on. 

Q. A f~Sher question eloag ~hat lane. Is ~here any part~cul-r r~s~Tn thst 

the Planr~ Branch is llm~*~d to d~m~s~e res urces ~ 

A. We have ~ be su~oe of what ~e c~u get ~tna ~e o~n~ be ~a~e ~f ~yh?~tng from 

~h:oad. That ~s ~hy ~e ore bring~ug ~u ~trateg~e zater~l, ih ~ very 

possible theft %he sea lanes to the ~hch Fast Ind~es m~ht be closed -~nd 

we couldn't ~et ruob~r~ so ~e put rubber im ou~ stock D~le. On the other 

h~ud it ~s entirely reasonable to t~u~k ~h~ tho~e sea lanes may oe ~ept 

open for a long perlod of time. We still have our ~ock pile, but the 

uneertaimty as to the sea lanes ~es ~t necess~7 that ~e ~rovide withzn 
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C~ 

A. 

our o~ ho~darles here the ~terlals w.e ~re g ing to need. The~ e is a 

Chance that %ho~e resources may not be available ~u~ ~e mu~% ~ake provision 

%o meet that ~r%Icular s~tuat~on. 

Since we here changed this co~jference lnt~ a foreign order c nference there 

is a auestion we would like to ask wlth reference to contract. Can you, or 

will you~ tell us whether procure~en~l~ns are being ma~e -n ~ ~ r~c~ un er 

fixed prlce contract or cost-F~us comtracts. Bsfoze you ~nswer 5h t, l~d 

like to ask one that w~ll ~lve a chance to get away from foreign orders. In 

connectlon wlth Educational Oraers are we toxing such steps in connectlon wlth 

asserted cos% of manufacture or establishing cost accounting ~Tstems that 

we can ~ocure on a flxed price contract ~en we actually have to procure 

it from these people who are sehtlng Educational Orders? 

Well, your f!rst ~uest~on; I don~t ~o~ ~Bat they are acing on t~t. We have 

kept ourselves cleer of any direct relation between the purchasers of these 

m~terials and the vendors of them. T~mt zs something theft ~s the r private 

buszness and they do that ~hich~ver way they eau do ~t best. 

regard to the ~uestiau of f-~zing prlces on our ~ar contracts, we are 

makln~ stu~ies of costs s~ the t~me, of course~ but ~e boO,eve our new ~or~ 

of contract are suff~_c~ently flexible t ~ permlt us to get a fair cost determina- 

tion in setting up those contracts. Gener~lly ~,e use a f~xed l~rxce c~ntract 

wherever possible. If you can come to ~n agreement ~-~th the ~uf~_cturer on 

a f~x~d price, ~ell and goed~ but there will be z~tuat~ons where you c~nnot 

settle on a fk<ed ~ur~ee. There are several ways By which you can do ~t. 

Probably the mo~% flexible ~ay zs -- if you have an erder for 50,000 of the 

item~ put in a pilot order for 2,0GO. Keep accurate aceounb of the cost 



Q. 

a~ 

A. 

through cost a~ounting moth.s for m~nufacturLug that particl~ar lot. 

That is the basis for ~ further aud larger order. It may be that you get 

sufflcien% data %o enable you %e arrive at a fixed p~ice for th~ ~.ole 

50,000. Mmybe you will h~ve to have a second pilot contract for lO,O00, 

but certainly by %hat time you ought %o have an i~ea of ~hat the cost IS. 

Does that ~nS~er your ~u~%i~a? 

The thought h~d occurred to ~e tPat the Educa%iona! Order could be ~sed as 

a pilot e~ntraoto That is, I uuder~ta~ E~ucatl~aal Orders are ~iven in 

p~aee tim~ -- 

That is right. 

If the correct ~t~ps ~re taken to keep tr~c~ of costs, it seems to me that 

we would h~ve ~ p~ut est~bii~ed in peace ~ime so ~ can ~modiately step 

into a fixed pri~ contract when we start proc~ merit fro~ tne~ peo~ le 

who received Educational Order.~ That w~s the point of my ,~uest~on; ~h~t~er 

we ar~ actually taklug tho~ ~teos n~w ~n connect~o~ ~th Educ~t~ hal O:de~s. 

One of the r~ quirem~nts of Educational O~ders is that an esthete be nade of 

the cost of produclmg the item ~er that method by whlch they have worked 

out thelr product$~ plan. I don~t think tho~e est~u~tes are going to be 

p~rticularly u~eful. Under an Educational Order you make a vez-# fe~ of the 

item ana ~he rest i~ a ~t~y of the ~t~pment, of how you ~ould re-~range 

the plant in order to get into production orders. That is all paper work 

~nd it ir based largely on ~s%im~es. Of ~ourse they ~re of some use but as 

we get into quautity production ~osts ~o do~ and the ~ cater the %u~mtity 

the lower the cost. I t~iuk if the Government tlcd ihself up to a fixed cos% 
~t 

in that w~y/would get the amall ond o~ the deal before the# ~ot t~ough. There 

~sre better ways of find~ug costs than through Educational Orders. 

.~. 



~ Hy ~u~stiea is p~ly ~urlosity ~I p~rt~ ~ It ~_~ ~j impress~oa 

%hat the Azeri~an Aray, except for ~he %n.me ~t ~he close of ~h¢ f~r~ V~orld 

War, was practlcally i~aorant of the mzli~a~-y secrets of the other armies. 

It alsQ a ~ears we are in a good herse-trad~ng relationship ~th other 

~ountries r~ht new. ~s ~aytbam Z been done to f~nd out any o£ the secrets 

these people .ha~e, for example the British, ~hat ~ght be of value to us? 

A. That is one reason why ~e headed thls thlng all up un ~er the Afmy~vy 

HUnitiams Board; ae we would know wh~t orders are being ~laced in th~s 

country and wh~t they ~me for. We are ge~tlng all the _nfo~n~on ~-~t ~s 

available from that source, As a matter of fact I don't ~ h~nk they h~ve dis- 

covered anything particularly startling no far. 
out 

~. Personnel se~s %~ be must important !n carrying ~y plan r~ght now. Raght 

n~w the~e officers are h ~  dual mss~g~ents by being on the ~zwQv-N~vy 

Mu~tions Board. In time of ~ar ~ould they be moved up ~nto t~e ~un~ons 

Board only or ~ould they ccatinu~ to have ~ual f~ct~ons~ 

Ao The Munitions ~ d  w~uld be so busy it w~ula t~ke the~ f~!l tame. i th~nk 

what ~oul~ happs~ would be that %he best men, hhe old~r men~ more e ?~rienced 

men~ would go to th~ ~t~uitlons Board but their ~mderst~di~s would cont~mue 

%o carry on in the O,~.S.W.. As I ~suali~e i~, ,~ud ~s I indicated in the 

f~er p~rt of my tslk~ t~-~e will be a ~reat ~y ~ u~st&on~ that ~/ul ~enn 

adaptati~ of our plan %o n~w cOndlt~ons or con~it~on~ we have not v~su~l~zed. 

Y~ m~t ~ve someea~ in th~ Muni%~on~ Board ~ h2t ~iil n~ke the ~_ocis~ons that 

are necessary. There will bs a gr~at mamy "-u~stion~, ~ay bet~een the ~n~my 

and N~vy~ as t~ prior!ty ~hen the str~ze~c situ~t~cm b~comes clear. Say %h~t 

no~ we divide a M~n Plan~ for alreraft fifty-fifty b~t.een tDe ~rzy ~d 

Navy. It m~y be the stra%egi~ s~%uation w111 re ~Ire the Navy to have ell oF 



A. 

it or the ~my to h~ve all of it. T~t decision has to be ~de ~romptly 

and the Army-Navy Munitions Board wo~d be ~he one to na~e it. You can't 

carry say deci~i~ %0 noz~-milit~ry people to make b~cau~e they don't ~ow 

%he f~ets and they ~gh% not be asked to decide on :uest!ons that are 

military is character. In time of an emergency the Army-Navy Munltions 

Beard ~ould h~ve %0 have the best pe~so~sl on both szdes of the Army stud 

Navy and be ready to give those decisioms. Now they eolfld draw from the 

Planning Brench~ enu from the Navy slad ~e~ a res/i ~orking organization. 

Zt i~ qui~e evident, of cours% that probably the most ~mport~nt aec~slons 

~ould be m~de in the. Army-N~vy ~unit~sns Board so that the senior men would 

~o to that Board and the second line of men~ the ~mderstul~es~ would contanue 

carry on in the Plamming Branch. I don~t thLuk they ~ ould p~rform ~ny 

dual fanc~ons beoause they would all be busy and ~t ~ould ta&e thezr full 

ti~e, 

Does the Plar~ Branch anticipate any interference in allocating and in 

~C%~rement pl~.nu~g, especially in key facll~ies, a~e ~o , long teem Army 

or Navy peacetime orders? Wh~t i have in mind is t~% Bethlehem Steel t ~ok 

the en t i r e  hom~ contract for th~ l~st year a~d f understand ~b~ '~2/i 

nece~sit~t~ considerable ~ctivity ~n the shell shop until ~t least J~ly, 9fi, 

b~% ale has not ailocate~ any bomb bodies for wart~m~ manufacture ~a~ ! un~er- 

stand ~he e~tare facilities of t~t job are allocated to the ~ru~" an~ N~'O~. 

If war st~r%e~ next July ~hat are you goln~ to do, t~mow those bombs outZ 

The volley i es%ah!ished by ~he ~rmy-~uvy Eunltions Board a _l~tle ,~z~le ago, 

a ye~ ~r z~re a~o~ was theft ~ny curr~mt orders in an al!oca.ted plant on N-Day 

would n~a~y be carried to ccmpletlon. ~n.at, of c ~urse, zs entzrely lo~,~ cal. 

If the i~em ~ needed and the plant IS set uo and going, the ec~nomi~thlng Is 

%0 comple%4 the ordem. T~t may upset the allocation thzt b%s oeen made for 
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that particular plant a~ I think there will be cases where the allocations 

we are s~tting up in p~ace%ime will not be p~rticul~rly applicable ~nd will 

have to be ch~n~ed. That is why I say the Army-Navy Munitions Board has got 

to be made strom~ and activm immediately on ~-Day so it can decide 

oue~tlons such as that. We must realize ~hat our allocations are the best 

solution that ~ can foresee at the present ~me but not necessarily the 

fin~l solution. We must adjust ourse!v~s u, the slt~ tion, thc strategic 

situation that ~.evalops on ~-Day ~nd it won~ be until ~-Day, or very ~uch 

before that d~y~ that ~e can see ~hat tD~se situ~t.ons are and adjust ourselves 

to the~. 

Q. (Coionsl johnson) ~aJor Hu~f ~s just being pollte to you. He wan~,s to ~now ' 

why we cantt c h a n ~ e  them now. 

A. That A~ somuthlng for the Ordnance Department; they have ~he res~ns~bility 

f~r that. 

Q. ~t I had -~u mind is h~t th~s is the blZgest Bomb order that ~s ever bc~n 

placed. A 1~% of n.~ b~dders ca~c in on thi~ o~l~r las~ year and I ~allze 

th~% legally it couldn't b~ done, but thst order could h~ve beeu div:ded n:cely 

betwe~a four or fiv~ d~£ferent plants as ~e had a lot of facilities for that. 

Nh~,t I al~o ~d :n m~ is ~h~ot ~t Is my understanding t..,~,. % ~J ~ .  ¢ are key 

facilities -- there are certain plm~t~ that can ~e c~rts~n :t~us -- t~ey 

are the ohly :acilities you have and your requirements zre much ~,ca~ar as 

those plants are the only ones that can make the l~em. The steel facil:ty 

may n~ tied up ~ith pe~c~tim~ ol~ders and that ~oui~u delay us a month ~ t~@, 

Could you actually shift those ccntracts? Is t h e ~ - e  ~ny pxov~s~on under ~l~oh 

they co~t~d b~ ~ t ~  

A. By ~hls peacetime, ~his les~ essential bus~ness, do you mean co~verc~.al bus~ness 
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or for the Services? 

I meam esseatial wartim~ --- War Dep~rtment ~md Navy b u s ~ e s s .  O. For instance~ 

t~e thls particular bomb ~ontract. If >~ were aut~orlzed %o hev~ them 

negotl~te with other firms to f~ll the or3er, place or~er~ ~Ith oth. r y~lants, 

and within two or three months be getting bombs as fas~ ~s you c~,uld load 

t.h~m, ~nd thereby you could take over %i~ facillty of Bethlehem for ~hat 

you want ~ use it for. 

A. I dontt know ~;hat the 8newer to tg~t situation ~o~ld be ~ud you can't f~ud 

the a~s~er until H-D~y comes ~uretty close to us and >~u coula deter~dne 

whether you ae~ded bombs first or th~s othe~ ~er~al. Now It ~ght be 

that ~hey would have to c~rt~il p~rt of ~h~ order for bonbs to let something 

else in that no cne else oo-~l~ produce° On the o~h~-r h~ud, bombs m~ght be 

the mosh ~mport~ut thing on the l~_st and you then let ~hem complete their job. 

In peacetime we can'~ fix priorities between items, if ~t ~s a !anu war that 

is one th~n~ ,  ~ f  a Navy ~ar, ~h~t ~s som~th~ug else. If a~rpl~ues are coming 

against Ns maybe ~e w~i! ne~ bombs and maybe ~e ~lll not. 7~hat I am 

primarily in~erested in is getting ~h~ setup ~n ~ch a pos~t~on ~h~t ~e can 

make %~hose d~o~s~ons promptly, based on th~s ~trateg~c s~t~t~on ~ha~ may 

arise. ~e all reaii~e that chan~es in ~ur ai!ocat~ons ~ll nave to be m~ de 

and changes ~n all of our pl~as wlll hav~ to be made. No~ ~ what the 

p~vti~lar ~o~t ion %o t~t case ~s I don~t believe auyone can say until 
on 

M-Day is p~etty olose to us and we know whether bombs are/a h~gher priority 

on our l~t than f~Lu~s, or a~rc~t guns, or some~g else. 

C. Well, ~y th~r~ was a peacetime contract, could D.~ ~ c~tr~c~ just be can- 

~eil~d ~hen war st~hed? 

If it is ~itten in his oontrac%. 

No~ i t  i s  no% written i n .  
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A~ Of course if it is private business under Sect~au 120 you coula do t~to 

If it is Govermment business someone h~s to re~cL a dec~slon as to whether 

the item under c~rrent m~uufacture is more ~mpcu~t~nt th~ om~hin8 you 

w~ut to out into the plant. If the Government th~uks it worthwhile to cancel 

the contract and pay ~hem all the d~es that would result from e~cell~ug 

i~, they c~ do that, 

O. It ~ould probably take considerable negotlatloa and t~me to shift it around 2 

woul~u~ t it? 

A~ Well, we hooe oar'  plans are goin~ to be complete a~d s/'e ~2ing to antzcipate 

these condlt~ons ~s m~ch as posslble so tDere ~ill be a miD~mum of that. 

In spite of every~hin~ we are ~oing to be able to do in peaeetlme, we will 

have m~ny altuations such as yOU refer to- ,  We ~st ~et our organization ready 

%o handls t~hose things ~s they come u p . .  

Colonel Silel~ Sub~e~% to the remarks made by Colonel Rutherford~ you ~now very 

• well what you wc~d do if :~0u had to do it; you'd go aaead and do it and say, 

"Let tg~ chips fly where they will". 

No~ we h~ve %w~ other ~pee~rs and we do noz want to keep Colonel 

Rutherford too long~ wxilxng as he is ~o answer our ~uestlons. Are there 

any other ~ ueat~ons? 

Q, In connection wlth ~ s~ady I am zakin~ I would llke to knov ~h~ther any of 

the p~rsonnel of the Ar~y-Navy ~[%u~itions Board w~,ll go to the Administration? 

A. ~a~ Resources Admln~st~a~ion? 

Q. Yes, do yo~ co~id~r the.re ars any p~oble~s in connectlo~ with parso~uel for 

those t=o ~et~S? 

A. O~ly enough personnel will ~0 up to the War Resources Ad~_~aishrat~on ~o a slst 
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A. 

~,ol~a~l Miles, 

them in getting organized. We know what our plan ~s ere. 

Resources Bo~d study it and they a~prov~d it. ~s a matter of fact, the 
/ 

re~t of that ~o~rd couldn't h ve~b~en any more approving of the scheme 

t~t we ~ve worked out, if I had written it my~alf. ~y thought is that 

~e had our ~'ar 

/ 

I 

enough men will go from the Army-~Navy ~unit~ons Bo~c to War Resources Board 

to g~t them to feeling a little bit at home ant help them get organized and 

movin~ along. Help t~m to bec~me f~n ~iliar wlt~ the plan as far as poosible, 

if they aren't already f~mili~r ~Ith it because of their peacetime act~vitles. 

After all a military men's ~ob is something th~ ~ orta~ns to t~e mll~ary° 

He has been trammed for that ~d it would help as far as ~ett~ng ~1~is thLug 

moving along s~oothly up there, but I th~uk there would be mor~ real 

problems to be solved in the A~-Navy ~Rmltlons Board In the early stooges 

of an emergency ~hau there will be in the W~ Resources Administration. Our 

accent ~aght to be on the work of the Army-Na~7 Munitions Board in that 

early poriod and I think that is wh~re the men s~ould s~y° 

8~e of these ma~ asyou said, are coming ~rom the Pl~nn~ug Branch° Do you 

anticipate any difficulty ~u procurin~ the right type of p~rsonnel for the 

Ar~vy I~ar~lons Board~ 

That is a problem ~e have been giv~g a lot of thought to. It i~ a d~fi~cult 

problem. The ~ore ~en that come up through the ranks of industrial mob~l~za- 

tlc~, %he easler it ~s ~o£~ to be. We have a ~st of men ~ith their mobiliza- 

tion assignment in the Plan~Ang Branch~ ~hich ~ncrea~es it mater~ally, and 

many of those men have ja~ned ~x~ri~nce through the Industrial College, ~ud 

the D~stricts ~d Plamulng Br~nch, and all tha~. So we hav~ a li~t to draw 

on that relieves ~ur s~tuat~on considerably from "~hat it =ms ~ few y~rs ago. 

Any <u~Stic~s from our v~sitors ~ From the Faculty: 



Colonel~ewa~l C~lo~el~ !id like to tuestIQ~ the soumdness of the whole 

mobilization ~ ~e have now. It strikes ms th~ oar whole mobilization 

scheme of ~ma-powsr and ~%~terial is ba~d on using t~he B~±tish Navy ~ 

Freueh Army as our ¢ir~t line of ~ez~nse. events of recent ~ar 

in~ca~e uh~t th~ ~e of the non-professional c~tizen _o!~i~ z ~.s ~st. 

O~r whol~ scheme a ~ s  e lag of from s~x ~on~n~ ~o ~ year hcfJ~ ~ ~,e can 

do ~uch of ~ayhhing but be on ~he defeas~ve. I'~ like your ~-eactlon to that. 

A. Well, y~ ~t me in %he posztiom of a Nars~al Foch, or someone at Coheiress 

m~klng our m~ti~nal defense yol~cy, I don't know that ! ~m qua!if~d to 

comment o~ that, Th~% is a little %0o broad for ~e he answer there, L£~_s s 

but I donlt believe the people in this 4t~mtry ~o ~ld st ma for ~hat you are 

~at~.y advoc~tzng. You ~a~% a b~er Army and w~ ~t rc~dy to go. I 

don~t know ~hetne~ ~ny fob'cos ~ould be brought ~ga~n~t us o~I ~r hh~n a Naval 

~orc~ ~ud ~rplsme rai~ng, that ~o~ld poosiblv De more t~,an ~omctl~ng like 

2~O,Of 0 men, ~nd when you thiuk of an exp~d~ti.a~i force of 2tO,OOO ~en it ~s 

~omo propos~tion. Now th~ Army 5h~% ~e n%ve ~t the 2re~a~t t~me coal~ cert~ inly 

handle an~ I ~0,000 ~en thst coald land any~er~ arouna this p ~rt cf t~ , ~ orld. 

That is only a sm~ll oar% of the sltuat_om, so I don~t ~mow tn:t [ go along 

~ith y~z a~_me~t th~% we ough~ to h~ve a b~g s~uding a.~my r~ady tc go 

~ed~ateiy. I don~t believe the people ~n the country ~.o~i~ sta~a for ~t. 

~ I~d -~ ke to comolet~ a uestzon asked before. There ~ave been annotmcements 

by the A~7 amd ~h~ St~t~ Department about accepm~ng t~e resDon~bil~ty of a 

hemisphered defense. I~ ~ew of the% s if ~e uo accept the res onszb~l~ty for 

a hemlsphered defemse would i~ be so f&r re~cned as ~o encoarags nav-_ng 

mun~t~as ~n this co, try for uhe ~,rmament of some of our Lat~n-Amer: ~can states? 

A. I haven't heard a~yth!ng that ~ould ina~c~te that that w uld be ~e case. Our 
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manufacturers ~re not ~nterested ~u the munitions ~naustry. They wall work 

wroth us because the Govmrnment asks them~ but they are not Luterested tn 

making munlt~ons. 

Q. ~ r e  money in ~ometl~n~ else~ 

A. If a good slued order comes in ~at looks like a chance of m ~  same n mey 

probably they ~oul~ think about i%, but they are def~nltely not seekam~ 

~nition~ o!~ers and It ~s being found cult~ d!ff~cult tc oe~ them ~nter~ sted 

in them. I donWt t~k there Is much chance of our develop!ng mu~&t_ons 

~ud~ries similar tQ Vickers or Krupp, or any ~ke that. 

Colonel L~wls: I notice th.t G-~ueral Menu In F~mce uses ~he term "Successive 

~ox~mlblon., Th~ ~ ~e~cr~bes t~e thoug~ht you h~ve isft u~bh us. 

A~ I ~ g!~d %nat ~h~ General agTces ~%h me. 

\ 
\\ 
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