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UNCLASSIFIED
. FOREWORD

This study of the expansion of industrisl fecili-
ties under AAF auspices during world uer IT wes pre-
pared by Capb. Robert Ne Russel of the Hizstoricsl
Office, Air Technigel Service Commend. (ne of a series
of studies of materiel development snd procurement being
brought out by the AAF Historieol 0ffice, this history
describes the mebilization of .merica. industry for the
production of airereft end eir egquipment for the AAF.
The main emphasis is upon the period since 1940, slthough
the plenning for industrisl mobilization in the twenbty-
yeer period between the o world wars iz also treated.

Reeders familiar with the subject malter are
invited to contribute additionsl facts, inberpretations,
and sugpestions. Tor this purpose, perforeted sheets
heve been placed et the back of the study. This history
will be hendled in strict complisumec with AR-Z&0-5,.
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Chapter I

INTRODUCTICN

Phis study deals with the mobilizetion of Amerlesn industry for
the purpose of producing eircreft and air eguipment for the Army Air
Forces in Torld 7ar II. The emphesis is upon conversion of factories
from production for ocivilien use to production for the srmed forces
end, especielly, upon the provision of new war plants. The whole
matber of producbion eontroll is discuseed only sufficiently %o show
its reletion, which waes very close, to the problem of procuring in-
dusbrial facilities for malking materiel for the EAF.

The emphasis of this study is on the sotivities and accomplish-
ments of the AAF, specifically those of .uright Fiold and the maberiel
section of AAF Hesdquarters, whioh together constituted one of the
Army's "supply services." Enough detail on militery eand civilian
agencles outside the AAF is included to assure & degree of clarity.

In spite of the fact that the AAF enjoyed & large meesure of
sutonomy in expanding production facllities, its policies snd problems
hed much in common with those of the other supply services. The Army
Air Forces opersbed under the seme laws and execubive orders govern=
ing the other supply services and bore the seme relation to coordinst-
ing end supervising sgencies. They weore affected by the same stebes

of public opinicn with regerd to the war end preperedness for war.

1. Production progreoms and combrols are the subject of emother AAP
Historicel Study, in preperstion.

wy T
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They lebored under similar uncerteinties as to the demand for their
Yend product." They encountered similar technological problems and
the seme business struetwre snd business methods. They elsc were
involved in all the great public issues comnected with industrial
mobilization for war. It would appear thet even their problems of
internal orgenizetion and procedure were to a considereble degree
typical of those of militery supply services in gemoral. This
monograph, therefore, although it covers only a limited field of
meteriel, should contribute to a proper appraisel of the whole metter
of the mobilizetlon end utilization of our economic resources during
torld tar II.

The great public issues comneoted with industriel mobilization
mey be briefly steted in advence. One of these issues wes how to
prepare in time of pesce for industriasl mobilization for war. Another
great matter of public debate was orgenizetion. Vhet zoverrmental
agencies should be charged with responsibility for industrisl mebili-
zation snd particulerly for expending industriel fecilities? Should
we have one supply service or a dozen? If & number, how should their
policies snd sctivities be coordinsted? Unfortunately, perhaps, the
ergenization hed partly to be improvised after the emergency waes upen
us.

Closely related to the issue of orgenizetion was thet of function
and general method. %o whet extent should we rely upon petrictism and
the hope of profit to induce privete owners to take wer contracks and
convert their factories for militery production or construct ner ones,

ené to what extent should we resort to compulsory meesures? In general

b P
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what controls should be esteblished over the economics life of the
netion in the interest of industrisl mobilization?

The questions of quentity end timing were ever present. How much
materiel must we have as @ minimum? How much could we have? How much
should we have? How meny way plants would be required? When should we
stert mobilizing industry? How rapidly should we proceed? How long
would it teke to get war industries into full productiont?

Another great issue was that of the oconversion of existing in-
dustrisl facilities versus the construction -of new ones. This involved
cereful considersation of facilities requirements and the question of
time required tc get into production, It involved comparative initial
costs and comparative costs of production in the two types .Of facilitles.
It alse involved the guestions of reconversion and the effect of war=
time expansion of industrial fecilities upon ocur postwar economys

Yever before in wartime have the American pecple shown so much con-
cern over the effect of wer meesures upon thelr postwsr economy as they
hove during iorld war II. Every messure proposed for procuring in-
dustrial facilities for militery production has been debated not only
upor. 1is meoribs as e wer meesure but even more as to its effscls upon
the fubure econonic structure snd system. This study deals only to
slight exbtent vith the effect of war measures upon our postwar economy,
o subject to be underteken in & separate study of demobilizabion. It
does desal, however, with the effect of public concern over postwer

econonle condibtions upon industriel mobilizatlon for war,
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PEACTTTVE PLANNING FOR INDUSTRIAL MOBILIZATION, 1920-1939

Then M=Day came in September 1959,1 existing plens for industrial
mobilizablon proved to be imadequete end ill=-adapbed to the sibuabtion.
They were scrspped for the most parb, and now plans wers forged in the
midst of the erisis. Officials responsible for industrisl plenning
sould not forezees the type of war into which the country would be
plunged nor the menner of the netion's entrence. ¥For variocus ressons
that will presently appear, they had not even been able to plmn ade-
quately for the sort of industrisl mobilization they had envisaged.
Yot somothing was selveged frow the old industrial M~-Day plans, and it
would have boon unfortunste indeed if there had beer no such plenning
at all.

Plamming for The mobilizabtion of industry pursued a very consistent
course, as far as the Air Corps was concernsd, from the close of viorld
Var I to the summer of 19358, There were few significeant chenges in
basic concepts and but few in orgenlization end procedure. The effforts
of plamning officers were largely confined to dutailed acdministration
and to the refinement of plans and methods. From the summer of 1938,
the growing thrests of another great Buropssn war, tThe icale of the
preparations, the popularization of the concept of "total" war, and
later the reality of wor with the demonstrations and foreshadowings of

the role of eair power thercin, shook planning officials in this counbry

l. President's proclowabion of a limited national emergency, 8 Sep.
1939, in Federsl Regisker, 9 Jep. 1932, p. 385l.

TFEFRICTE
gEIFAE L F B A B
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out of any complacency they mey have had and compelled them to re-
exemine their plans in all aspeobs. When 1I-Day camo, plems for in-
dustrial mobilization were in the process of being revemped.

Those offieials outside the Air Corps whe in the period 1920 to
1938 were responsible for plemning did not expeet an emergency that
would require & considereble slr force ready to go into action immedi-
abtoly or at a very early date, They coansidered the Nevy the first line
of netional defense, behind which the obher arms could complete their
preparations in en orderly fashion. Even the Air Corps, however, did
not seek to have aircraft plents sot up, equipped, and ready to go into
full production at = momentts notice. The industrisl war pleaning
agencies had as their prineipal objective the preparetion of plans for
spoedy converslon of peacetime industry for wer production efter I:-Da.y.z

Nor did pleamning officials during the period 1920 to 1938 con-
template a war thet might tax the economic resources of the nation to
the utmost and require a considersble expension of every meajor branch
of industry. Planning officers were concerned primarily with making
industrial surveys; with computing the "loads" that must be imposed
upon established industries and epportioming these loads emong plants,
cormmnities, end districts; with allocabing evaileble plents emong the

various supply exrms end servic.s; with prepsring debailed plans for

Z2e lemo for Fres., National Aeronautic association by Brig. Gene W, E.
Glllnore, Chief, liate Div., 4 Jan. 1928, in RCS 300.9, Funebions of
IPS (Previous Yeers); memo for G/AC by Brige Gen. H. C. Pratt, Chief,
Late Dive, 3 Octe 1930, in ATSC 381, Mobilization Plans; C/AG %o
Chief, Liate Dive, 10 June 1938, and 24 wrepper ind. (basic unknown),
Chief, Mets Dive, to G/4C, 7 Jan. 1938, quobting WDGS as of 17 Dec.
1937, in ATSC 38l.4, Shadow Pacbories.
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procuriag difficult or eritical items; and with preparing "factory plena®
for the conversion of specific plants for war production.

"Load" ves defined in the M-Day plans as the emount of war work %o
be required of any plant, commmity, or distriet. loads were computed
not only ir numbers of erticles end smounts of meterisls but elso in
percentages of capacities. Afber the genersl edopbion of the eight=
hour day, normal cepacity of a facility crme to be defined as what the
Pacility could produce with one eight-hour shift; potentisl capacity,
as what it could produce with three such shifts. Potential ospasity
was assumed to be 2507 of normal, allowsnce being made for the necessity
of stopplng machinery duriag the third shift for such operations as
cleaning, chenzing dies, =snd meking minor repairs. Industrial surveys
wore to be kept up bo dabte and loads and cspacities compubed with s
degree of care .4

Obvious purposes of compubing loads end capacibties were; %o
enable higher suthorities to know 'f.:ma'b could reesonably be expeocted of
industry in time of war; to facilibate the allocation of plents smong
‘the supply erms and services; and to ensble procurement egencies to
avold overlvading emy plent, industry, or community with war work with
the consequent failure to meet schedules. The computabion of loeds end
capacities would also make it possible to mobilize industry for wer with

a ninimum of interferenco with essembial civilien needs, and would

d. Majs Scobt B. Ritenle, "The Allocstion Division," a lecture before
the Jfrmy Industrial College, 9 Dec. 1938, copy in History Office,
EPD; OASW, Planning 3rench Circulsr No. 1, 19 Nove 1936, in RCS
Industrial i:ar Plans Girculars Til6. This is & typiecal eircular of
the periode.

4., 7Ibild.

£ T TS b H T
T Rl -
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facilitate as equiteble o distribution of werts economic burdens, or
benofits, emong concerns, communities, snd sectlions as strategic con=
siderations would permite.

It came to be sn established rule in industriel planning thet, in
case of war, one helf the normal capacity of any facility that hed a
oivilien market must be left for ecivilian production. Except for cogent
reoasons, not more than halif the eapacity of conmwverted facilities might
be teken for war work; but the tobtal capacity of new wartime construce
tions mizht be so ui::ili.zacl.5 It is obvlous that these rules were nob
based upon enticipation of tota) war,

From the strateglc wiewpoint, it was not considered desireble that
eny branch of war production should be highly concentrated in one ares.
Facilities in the most wulnerable arees, Zome I, were not to be gl-
locabsd unless it could be shown by the service concerned thet suiteble
production facilities were not available elsewhers, This stratezic
consideration was not taken very seriously by the Rir Corps even in the
yeers dMtheoreticel plenning.” Near the end of the period, whon some-
what higher estimates of war reguirements were being made, a highly
placed planning officer commented that, while it was necessary to give
consideration to tecticel and sirategic considerations, "any effort o
distribute the allocated load over the couniry other them essentially
in proporiion to the distribution of productive cepacity would appeer

guestionable. ué

S5« 1Ibid. See slso CASI/, Planning Brench Order No. 7 {Revised), 8 Nov.
1535, in RCS Indust. VAr plens Circulers filg. — ———

6. Memo for chiefs of mll supply erms erd services by Col. H. XK.
Rutherford, Dir., Plenning Br., OAST, 9 Auz. 1938, in RCS 300.5,
Circulars file.
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In alloosting facilities smong the several supply arms end
gservieces the industrial plenning seuthorities hed three prineipal ob=-
jeotives. They would prevent an: unseemly end time-wasting scramble
for facilities, such as followed the natlion's entrance into Vorld .er
I» They would avold competition smeng the supply serviees and, thereby,
keep down costs. And, pernaps most importent, after the allocations
were made, the euthorities woulé be eble to proceed with the formulaw-
tion of the deteiled procurement plans and factory plens thet were con-
sldered essential to the speedy conversion of industry to war purposes.

The procedure for obbzining allocations, as far as the Alr Corps
was concerned, had ‘hese essential Peatures :7 The Industriel W.er Plens
Soction of the Materiel Division at liright Field (Industrial Plemming
Section after 25 May 1937), principally through district procurement
planning representetives, surveyed industry eud selscted the fecilities
it considered suiteble for production of Air Corps materiel in time of
wars The Nateriel Divislon then made spplicaetions for allocetions to
the Planning Brench of the 0ffice of the issistant 3ecretary of var
(0ASW) through the Office of the Chief of ‘the .ir Corps (0CAC)s The
Pisnming Brench mede the ellocations, giving proper considersbtion bo
prineiples of distribution and to the cleims of other supply srms and
services. The Army=-Navy Manitions Board, furthermore, reconciled claims

of the Army snd the Navye As allocabions were made they were publishsd

7« OASVW, Plerming Branch Circular Foe 1, 19 Nove. 1938; report of
Lte Cole Ae . Hobins, Exec., lfete Dive, to C/AC, 24 Harch 1932,
in RCS 300.9, Functions of IPS (Previocus Years) /Gited as Robins
Repor_i_:?.'. -
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in & Directory of Allocsted end Reserved Facllitiess The directory was

circulerized emong the egencics concerneds The allocetlons were subject
to change as industry shifted, firms rose cnd fell, and estimates of
requirements were modified.

Faclilities thet produced erikiesl meboriels or srticles in demand
by more thon one supply service were not allocsted in the usuel sense.
They were "reserved” by the QASW, and only “capacity credits," thet is,
proportions of prospective production, were sllocated to the Alr Corps
and other services. Commodity divisions in the OASW supervised this
type of elloestion end, presumebly, in wertime would enforce conformsnce.
Noteble exemples of reserved facilities were plents producing mechine
tools, besie steel products, sluminum products, and optical glass.,

Flexning emthorities were careful not to carry the allocations
systen boo far lest it become tco wmwieldy for efficient administration.
It beceme the ecoepted rule thet no facility should be allocetod unless
it was expected that in time of wer more then ome fourth of its product
would be required by the armed forces. Fecilitles producing Moommerciel®
articles, that is, arbicles for which militery specificetions did not
differ greatly from civilien, were not erdinarily elliocated. Alse
unellocated were plants valued et less than $50,000 end,in general, sub-
contractors? facilities. Some highly placed officers thought it was e
misteke not to alloeate subcontrectors! plents ,8 but those who made

policy felt that better results could be obtained by allowing prime

8+ Eefes Cole R. I Jones, Procur. Plamming Repres., EFD, end Haje
P. Schuoesberger, Chief, IPS, WF. See Jones to Schneeberger and
reply, 15 and 27 Sep. 1859, in Historical Office, EPD, 381,
Indust. Planning latters.

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958

AAFHS~40 10

ocontractors to meke their own subeontractirg arrengements. The Alr
Gorps in actual pescetime procurement mede & distinebion betwsen con~
yractor~furnished equipment, "OFE," and govermment-furnished equipment,
"ePE," and ofton found it econamical bo go directly to smell concerns
for verious ertieles. The wer industrial plenning officers, however,
believed thet in wertime it would be well to aveid the administretion
of & vest number of contrects snd thebt therefore it would be better to
deal only with the lerger fimrms, leaving them in turn the task of
mobillizing the smaller concerns.g The Alr Corps, at least, did not
woant the job of regimenting the econamic life of the natlon end did not
believe extensive contral would be necessary.

A difficult specific question in industrial mobilizetion planning
was how end to whet oxbent the Alr Corps should plen to utiligze the
sutomotive industry in meking airframes and airplsne engines. On this
question thinl_cing underwent some chenge during the period between 1920
end 1938, In the ecarlier years it wes teken for granted thet the
eutomotive industry must be extensively utilized.m As the yeers went
by, the Air Corps watched the growth of the aeroneuticel industry
carofully end hopefully. It wes very friendly towsrd the export of

girereft, militeary as well a3 commercisl, largely becsuss such trade was

9, Memo for C/AC by Dire of Procur., OASW, 26 Sep. 1929, and 2d ind.,
tnje B. Fickel, Exec., to C/AC, 5 Oct. 1929, in ATSC 381, Nobiliza-
tion Plens; memo for chiefs of all supply arms end services by Col.
He. K. Rutherford, Dir., Plemming Br., OASW, 9 Muge. 1938, imn RCS
3005, Birculars file.

10. keie He He Armold, Exece, for Chief, Mebt. Div. to C/AC, 24 Pebe
1931, ATSC 381, Mobilization Plans; Robins Report.
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caleulated to develop productive eapecity ot home, As ‘the industry

throve in the 1920's, Air Corps officisls begen to believe thet by
using the lerger eircraft factorises primerily es assembly plants end
reguiring them to do extensive subconbrecting of parts and subsssem—
blies it would be possible o procure the required mumber of sirfremes,
if not engines, without converting smtomobile fa;;tories.lz The Grest
Depression after 1929 chedked the growth of the aeronsuticel industry,
end as the 1930's wore on, Alr Corps thinking agein swung back to the
view that in cese of e war of considersble megnitude the aid of the
sutanotive industry must be enlisted.

The detailed procurement plens covering the various items of air
Corps materiel in cese of mobilizeation were prepared by the Industrisl
Wer Plans &Gection, Moteriel Division, at iright Field. Plens for dif=-
ficult and oriticel items were required to be "intensive~formai"; for
other items they might be informal. The formsl plans were filed in
the OASW; the informel)l plens 4id not need to be f£iled there, but es=
surence hed to be given the issistant Secretery that such plans had
been mede., Plans were revised at frequent intervels to keep them
gbreast of chenging pebtterms of industry and changing prospective Air
Corps reguirements.

Essential features of procurement plens were the accepted schedules.
Planning representatives sought written wmdertskings from alloceted

concorns to produce specified items of meberiel during a period of 24

11. AAR Historiesl Studies, No. 11l: Distribution of Air Meteriel +to
the Allies, 1939-1944; Controls, Procecdures, Folicies, DDs 8=13e

12. Draft of speech éated 30 Jen. 1930, 1n RCS 30U.5, Fanetions of
IFS (Previous Years)s - - --,
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months following M-Day ao:safdiﬁg," %o*'eig;?:d-upon monthly :sc]manch:;].eas.15

The final step in deteiled plenning was the preperation of fectory
plens. Ab best a factory plen wes & debsiled plen for converting a
plant for the production of specified items of materiel efter M-Dey.
The factory plens were prepsred by District Procurement Plenming Repre=-
sentebives of the Maberiel Division with such assistence ss the manege-
ments of the factories might choose to g:i.ve.l4

Iobilization plemmers mode wvarious ecstimates of the time that
industry would reguire to get into quenbiby preduction of militery
glreraft after the po-ahead signal should have been givens In general,
as evenits proved, their estimetes were somewhat optimistic. IBj. Gen.
He Has Arnoild in Jenuery 1839 thought quantity ;;nrodnction could be resched
until the twelfth or fifteenth :t:a.c:o:rt‘;h.l5 Brige Gon. CGso. He Brett in
Moy 1932 estimebed that current production could be doubled in from 12
to 18 mozrth.ls Iypical accepted schedules of sircraft compasnles indi-
ceted seven months es the tiime required to convert from production of

a military model, essuming thet drewings, templates, jigs, end dies hed

13. OQASW, Planning Brench Circular Ho. 2, 10 June 1938, "Proourement
Plans,™ in RCs Indus. wer Pleas Circulars file; Robins Report.

l4. Capte Co Fo Vheeoler, Hat. Div., "Account of the Industriel .er
Plans Section," 20 lMay 1936, in RCS 300,92, Funcbions of IFS
(Previous Years).

16. Army Industriel Colleze lecture, "fhe Maberiel Problems for the
Alr Corps," 9 Jem. 1939, in Historical Office, EFD. A similer
estimate is in memo for Dire. Planning Br., OASW, by Lt. Col.

E. Es Maclorlend, 10 Febe 1939, in Historical Office, EFD, 3585,
Procur, Planning.

16, Report on Industrisl Planning, 4 ¥ay 1939, per. 2c, in Historieal

office, EFD.

i T -”.;S 1T
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0ll been propered in adwence. And st & procurement plenning conference
in ashington on 6 September 1938, representatives of the compemies
stated that proper retooling of a plent for quantity production would
takke froam one Ho two years .17

Since it was not anticipated thet there must be exbensive con-
struction of new facilities, the Air Corps hed no specific plems for
such constructions. The assumption seems to have been thet such ex-
pansions as might be necessary would be mede by private industry and
finenced thereby with prospect of recovory through profits on sales of
products to the government snd otherwise.

The Industriecl loblilization Plan, as revised in 1936, contemplated
thet in eese of war a olvilian Jjer Resources Administration would be
established and that it would be cherged with the expension of in~
dustrial facilitles as well as with control of transportation, power
and fuel, and the flow of rew matarials.ls

Such, in brief, were the principles and policies of plenning in-
dustriel mobilizetion in the piping yeers of peaco. Their groeat, over-
riding defect was that they were based upon the premise that the next
war, if there should be ome, would be on & smaller scale then thz last
onse And a number of conditions and practicsl difficulbies militeted
azainst effective plamning for even the limited sort of industrial
mebilization enviseged during the years 1920-1938,

The Industrisl Jar Plans “getion et Wripht Pield snd the Procure-~

ment Plenming District offices, which had to do the "pick end shovel"

17. Résumb in Hisborieal Cffice, IFD. Time intervels actually achieved,
ranging froz 20 Yo 40 months, are diseussed below in chap, X.
18. Pp. 34 £f. Copy in Hisborical Office, EPD.
STy T

.
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work, were always understa.i‘i‘ed. E):f.‘ COUrSe, tha generel public feeling

thet there wes no Imminent denger of wer was responsible for tiuis. For
the ssme reasoen, planning personnel worked without e sense of urgeney
or a high sense of Lhe importence of their tesks. Thelr froquent use
of the terms 'theorstical plemminz® and "acedemic plamning® is an
evidonce of this fact. Farthermore, Alr Corps seronautical engineers
wore constantly being drawn sway by private industry, which offered
higher saleries .20
Flanning personnel sscured their data mostly from privabe business
firms, The firms werc not paid for supplying informetion snd were under
onty a moral obligation to furnish it. Most coneerns were cooperative,
yot some feared to give oub much information lest it become the property
of competitors or be used apgainst them by government reguletory agencies.
Plenning of'ficers had standing instructions to avoid haressing or enbsgo~
nizing business by too frequent surveys or reguests for information.
Flanming officiels gave considerable thought %o the best methods
of establishing friendly relationships with manufacturers.z:l Unfortu-
notely perhaps for the establishment of the proper conbacts, plamming

officers had nothing to do directly with actusl pescetime procurement of

19. Statement to eubthor by €. D. Backvs, civilisn essistent to Chiedf,
Indust. Jer Plens Sect. and its successors from an esrly deke to
the time of writing; numerous lists of persomnel in files.

20. See, o.5., draft of & speech debed 30 Jan. 1930, in RCS 300,.,9,
Funobions of IPS (Provious Years).

31, E-g-, Je Be JOhnson, Chi.e:ﬁ', Mete Brey Eﬂg- SBG"&.; Mat. D:.I.V., to
8. K. Colby, Aluminum Co. of America, Fitbtsburgh, 13 July 1932,
in ATSC 381, Licbilization Plens; OASW, Planning Brench Circalar
No. 1, 19 Nov. 1938, in RCS Indust. War Plans Cireulars file.

,;ﬁf‘ =g Tvﬂf‘ :"?ﬂ“
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Alr Corps meteriel. The four Inspection (Procurement) Districts emd

the six Procurement Plexning Districts were not toabterminous, end in
only a few ocases were their offices in the same csi.t:i.es.22 It would
seem in retrospect that the agencies engeged in reguler peacetime pro-
curement should also have had the responsibility of planning for pro=~
curement in case of were at least they were in a betber position to
learn by experience the structure and methods of American busiress »
with which the Air Corps would have to deal on a lerge scsle in wertime.
When the emergency sciually ceme, the procurement officers seemed to
kmow as much about how %o proceed to mobilized indusbry as did the in-
dustrial plenning officers. There had been, to be sure, freguent trans-
Pers of personnel fram the one type of goebivity to the other,

Some companies which, in evext of war, would heve to be ubtilized
for the production of Air Corps metoriel refused to sign "accupted"
schedules. Their refusels were besed largely on their unsetisfachbory
experience with govermment contrects either in World Viar T or in peace-
time. In some cnses their bids had been Hoo low; they had not reslized
how closely inspectors would hold them to specificebions end consaquently
hed suffered many rejections. Scme concerns, on the other hend, ac-
cepted unduly optimistic schedules. They overestimated the quantities
they could produce and underestimated the time it would teke to get inmbo

production. There was no penalty atbeched. Acceptance of a schedule was

22. C. D. Backus, "Industriel Plamming Sectiom," in RCS Indust. War Plans
Circulars file; ATSC historienl study: Hisbory of the Army Air
. Forces NMeteriel Command, 1926 through 1971,pp. 27-30.

o, TR e iy e = kN
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by no meens the eguivelent of signing & coubrects It dld not obligate
the company to sign & conbrect 1f ome should be proffered. It did not
even gusrantee thab in case of mobilizetion the goveramont would offer
the company & con’craot.as

0f course, it was not assuned by the industrial mobillzetion plan-
ners that in case of wer the govermment would have to depend solely
upon the voluntery cooperation of memufecturers. The Nationel Defense
Act of 1916 gave the President the power to place orders with any firm
he should think capable of filling them. it made compliance obligetory
and gave such orders precedence over all others.zg:

The factory plsms for converting plemts for wer production after
¥=Day were gencrally as unrecalistie as were the eccepbed schedules.
The district procurement planning representa'bivés were not equipped +to
meke the necessery detailed techniocal studies; end the companies did
not feel that they could efford to assign compotent enginsers in their
enploy bto assist in the preparation of the plems as the govermment mede
no provision for compensabting She menufecturers for such services.

In 1938 and 1938 the approach of war iz Durope with its ominous im~
plicetions for thc United Stetes gave an unwented urgency to industrial

mobiliestion planning snd led to o more seasrching snelysis of plens end

policiess Current procurement progrens were drastically increased in

23. Brig. Gon. He C. Frett, Chief, Lat. Dive., to Vs V. Beker, sorco-
nautical engineer, Detroit, Z0 Feb. 1931, in ATSC 381, Mobilization
Plans; Gol. H. E. Rutherford, Dir. Plemning Er., DASW, to C/AC,

23 Sep. 1938, in ATSC 381, Mobilizetion Plens; Cept. C. F. Vheeler,
¥industrial iar Flens seection,® 20 lay 1936, in ECS 300.9, Functions
of IPS (Previous Years).

24, Act of 3 June 1916, sect. 120; 39 S5tat. 213.
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thesc yeers snd gave opportunity actuaelly to test industriel plens to

g limited extent. As a consequence of study eand experience several
chenges in policies end methods were mede.

#f5or conferences with the ssronsuticel companies in the awbumn of
1938, the pir Corps definitely adopted the policy that eutomotive compa-
nies "will not be troated ss 'prime contrectorst for the production of
gireraft meterlel, perticulsrly airplenes, tub will be treated solely
in the stetus of 'subconbtractorst to paremt aeronsuticel firms, such
prime contrector snd subeontractor relationship to be the result of
mutusl managerisl sgreements to thet offect "?> The adoption of this
poliocy wons dictated, in part el leest, by the clrcumstance theb the
eireraft companles hed the seronsutical engineers and hed proprietary
interest in the designs of plenes and snglnes needed by the \ir Corps.
gbviously the sutomotive compenies could not po inbo the production of
complete planes without the eid of the ssronsulical concerns or ab
least without proselyting their emgineers., And the sutomobile compenies
could not build plenes without first constructing new plents or re-
building their existing factories to provide the larger clesrences
required.

An effort wes made in these labte years to use Meducational orders"

25, lst ind. (besic unkmown), Mej. Gon. He He Arnold, C/AC to AS/W,
12 Qet. 1938, in AISC 381, Mobilization Plens: Circ. lbr., Brig.
Gens Geos He Brett, Chief, Mote Div., %o Zir Corps Dist. Inspection
Reps. and «ir Corps Dist. Frocur. Plan. Reps., 25 MYMay 1939, in
ATSC 521.9, IPS. For o brief defense of the policy see ligj. Gen.
He He ATnold, Army Indust. Collegs lecture, "The NHateriel Froblenms
for the .ir Corps," 9 Jan. 1939, pp, 10~11, copy in Historiesl

Office, EFD.
@%\ Tt s
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a8 & device for prepering s;;.;cteds;plmb&‘.‘ ;?r repid conversion to
militery production in cese of emerpgency. san Act of Congress approved
16 Juns 1888 suthorized the plecement of such orders snd the appropria=-
tion of tho meeger sum of $2,000,000 per yeer for five years for the
PUrPOSBaas begimming in the fiscel yesr 1938-1939, The director of
the FPlenning Brench, CASH, instruected the chiefs of the supply arms and
services to use educabtionel orders in such & way as to secure &t least
Tonc set of special equipment, with drewings, specificetions, patberns,
etc., permitting duplication, and such production end engineering date
a8 is possible of develomment in time of pesce to redvece to & minimum
the time to get into gueniity production in ware” Only e sufficient
nunber of items te serve the purpose of the sch wes to be meymfactured
under an edicetional crder.27 Inforbunetely educailional orders were
expensive, funds were limited, sand time wes short. Only & fewr were
placed before the emsrgency came.

The Air Corps slsc bepan to seck more realistic factory conversion
plans. In & conference convened in ¥ashingtor by the Chief of the Air
Corps on 6 September 1938, the seromautical companies very definitely
end properly indiceted that they would have to be paid for their as-

28
sistence in the prepsretion of such plens,. Cther services received

similer notices. JAccordingly the .er Department sought emd sseured an

26. 52 Stat. 707,

27, Yemo for chiefs of sll supply erms and services by Col. H. K.
Rutherford, Dir., Plaming Br., OASW, 9 Mey 1939, in ATSC 381,
Yobilization Flans.

28. 1st ind. (Dir., Flenning Br., OASW, to C/aC, 23 Sep. 1938),
C/AC to ASAT, 12 Oct. 1938, ibide; résumd of the confercnce,
in Historicel Office, EPD, 388, Aircraft Procur. Planninge.
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emendment to the Fducational Orders Aet, epproved 3 April 1939, per-
mibting procurement of "production studies, factory plans, end other

. production date snd the storsge and melintenance of geges, dies, Jigs,
tocla, fixbures, end other spocial aida.“zg Congress approprisbed
£14,250,000 for sducational orders, as now defined, for the fiscel yeer
ending 30 June 1940. A portion of this sum was allocated to the Adr
Gorps.

Thereafter the Alr Corps, in its circulsrs to mamufacturers
inviting bids on technical items, included invitetions %o bid on factory
plans as well, and in meking conbracts for such items it imcluded pro-
vision for procurement of such productlon st‘udies.so & letber of in=-
structions from the Chief of the Materisel Division to the Assistsut
Chief at Tright Field suggested thet in inviting bids for production
studies the production goal of each plsnt must be sufficientl;r sdvenced
beyond current preduction to require "explorsbion of the possibility®
of developing gpdditional subcontracting end of plent expa.nsion.sl The
sireraft companies rescted unfavorably to the emphesis on subcontrach-
ing and on conversion of non~aeronsuticsl plembs, preforring “sugmentation

32
under the mansgement, design, and direction of current producers." Only

29« Louis Johmson, AS/W, to G/AC, 8 ey 1939, in ATSC 381, Mobilization
Flens; 53 Stoabs 560e This act eppropriated £34,500,000 for educa-
tionel orders for the fiscal yeers 1939, 1940, and 1941, and
$2,000,000 for each of the four successive Piscel yesxrs.

30. Louis Johnson, #S/W, to C/AG, 8 Mey 1939, in ATSC 381, Mcbilizetion
Plans; and lst ind. (basic unimown), Asst. Bxec., Met. Dive, WF, to
Dir., Plerning Br., OASG, 26 Mey 1939, ibid.

6i. 31 Oct. 1939, in ATSC 381, IPS,

_. 32, Report’of Brig. Gen. Geo. H. Brett, Chief, Mat. Div., on Industrial
_ Planning, 4 Nay 1939, copy in Hisbtoricsl Office, EPD, 381, Frocur.
Planning.
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a very few of the new—-style lactory plens had beor secured when !=Day

f

come.,

Even before the proclamation of & limlted emergency in Sepbember
1239, developments hed compelled a drestic revision upwerd of sstimstes
of sireralt requirements in ease of war and conseguently coripelled re=-
consideration of the cupacity of industry to meet theme On B August
1939 the fssistant jeeretary of (mr, Louis Johnson, declared that a
preliminery comperison of capacities smd requirements indicebted thet
the eireraft industry might have to be expanded "several’times o0
Aidequate plsns for expending the industry must be prepared. Ie oug-
gosted three elternatives: (1) depend upon the existing industry but
require it to melze the meximpm use of subcontrachors in addi'bion- to
those customarily employed by the seronautical companiess (2) expand
existing eircraft and accessory facilities, "by Govermment finencioz,
if necessery," to provide stand-by plemts o be operated in wer by Ghe
existing coapanies; {3) build goverrment-owned plants in peace end hold
them in reserve for operation in war by privabte parties or, if necessary,
by the govermment itself. The chief of the lMeberiel Division instructed
Tright Fleld soon after UI-Day, on 81 October 1939, to procezd with plan-
ning on the essumption thet the aireraft industry must be expsnded to
five bimes its currenbt capacity. Plems which contomplated new consbruction

and new plents, he said, must be considored ms » last resort. If nsw

38. lNemo for Mpj. Gen. He H. Arnold by Louis Johnson, 8 fug. 1939,
in ATSC 381, IF3.
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construction proves necessgry, "it may be sssumed that the govermment
Will finance it." Xenagement would be delegated to “menagement groups"
of the axisting industry-54

thon lobilization Day ceme, then, industrial surveys were incomplete
and inadequate.ss Procurement plens were largely obsolete snd were in
process of being completely revised. The old conversion plens were con-
sidered of little value, and new methods were being instituted for
securing bobber ones. JAccepted schedules were unrealistic. No specific
plen had been adopted for expanding the aercnautieal industry. Al-
locations among the services were incomplete and, in the event s WErQu=
perhaps umwisely--not closely adhered to. The most valusble features of
the eariier plemning proved %o be the genersl princioles of disbribut-
ing loads and meking ellocations and the skeleton orgenization, which
of course had to be elaborabed, for performing these funchions. YMany
of the established techniques of compubing roequirements, loads, and
capacities also proved useful, as did very decidedly the knowledge of
‘the aeroneuticel industry thet hed been gained by the Regular ‘rmy
officers, reserve officers, and trained civilian persommel of the
Industrial Plamning “ection. It had always been the expsctation thab,
if and when indwstriel mobilizstion should occur, plamning personnel }
would be ebsorbed into the actzal work of procurement. This expectation

was realized .36

34, I1I 4, ibid,

85. See 8. RoPt. HNo. 430, pt. B, apps II, 77 Conges 1 SeSs., PP. 191
££. (Trumen Commitbee, 17 Iiov. 1941),

36. C. D. Backus, "Industrial Plamning Section," in RCS Tndust. wWar
Plans Circulars file.

-~
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Chapter IIX

LAYTHG THE LEGISLATIVE BASE FOR
INDUSTRIAL MOBILIZATICH, 1940

The o0ld plsns drafted prior to M-Day for industrisl mobilizstbion
wore inedegugte and ineppropriate for any sort of lerge-scale wars. It
is extremely mnlikely, however, that sany plens could have been meade in
poacebine suitable to the partiouler memner in which this nation enbered
World Ver II.

The country inched its way into wer. A reluebant Administration
led an originaslly isolationist smd aver reluctant people into the war
progressively step by step. It now undertook not to plen for sn 2=-Day
in the old sense of the bterm but to prepare for a possible D-Day, 1+
sould not set the day or debtermine with eny degree of precision the
scale of preparstion necessery or desirable,

During this period of preparstion, at least during 1939-1940, in-
dustrial conbrols adepbable Lo wartime could not be esteblished; en
only parvielly convinced publie would not submit to them. Industrial
menagement end lebor had to be enticed and prodded from their civilian
pursults, with enticement snd prodding in znieely adjusted proportions.
Every economic group watched jealously to see that there should be no
ineguality of sacrifice demandeds 3IHvery measure proposed was studied
and publicly debabted not only with refersmce to its efficucy in pre-
paring for war but also, end principally, with regard to ibs effects
upon our economic structure. MAnd--~there is no point in blinking ab the

fact--~the purposes of the Administration in this letter respect wore
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under strong suspiolon by a very large portion of the business public.
Under such circumstances and conditions legislation or industrial con=
version end expansion was literally hammered out.

The first considereble expansion of the asronautical industry for
nilitery purposes during the emergency period Sepberber 1939-1941 was
mode principelly under Allied euspices. Owr meutrality laws as of
September 1939 forbade export of munitions to belligerents. Conseguently,
when war broke out in Burope during the first deys of that month, ex-
ports of wuireraft o the powers involved hed to cesse. The netional
synpathies and interests lay strongly with the Allies, however. Accord-
ingly the neubrality lews were sc modifiled in November &s to permit
exports of manitions o the Allled powers on a "ocash end carry" basis.
Shortly these nations, especialiy Englend and France, undertook %o place
large orders. Buch orders on top of the somewhat enlarged progrem of
the Air Corps made expension of the industry necessary snd at once raised
the question of how the expansion should be finsnced,

The edroraft companies did not wish to bear the expense of expansion
becsuse militery orders might cease long before the plants could be peid
for snd it was unlikely that civilien demend would ireresse sufficiently
to allow the expended facilities to te used profitebly. The United
Stetes govermment obviously stoed bo bemefit from em enlerged mircreft

industry (o5 well as from Allied resistence to German egzression),

elthough Allied purcheses might interfere somewhet with our own.l wWith

1. I®Je Gene Tie He Armold geve & brief, clear stater.ont of the ad-
vanteges in en eddress before the American Lezion at Imdisnepolis on
28 April 1940. Text in Brig. Gen. &. J. Lyon's Project Record Books,
Book 80. Cited below as Lyon, with appropriste Book no.

et L o S W
[V Z R S A e o o 9
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same difficulby an srrongement was worked outb.

Under the arrsngement the Allles were to advence funds for the
expansion and expect to recover only in part in the form of lower pricas.z
Secretery of the Treasury Henry MNorgenthau, Jr., promised s liberal
interpretation of the law in the meabter of deduction of plent deprecisbion
in computing income texes. Earlier policy permitted the export of cb-
solescent models only snd forbasde the export of novel items. Now, under
a "new" policy mdopted 25 MNarch 1940, the Lir Corps relessed o nmber of
stenderd models of planes, engines, end items of equipment to the Allies,
and the Allies apgreed to confine thelr orders to thoze models .5 This
poliey was desipgned, of course, not only to give the Allies the best
plenes we had bub also to insure that the mew plents would be prepared
to turn to manufacburing the very latest models i'or the United States
without delsy if occasion should demend. The Administraiion insisted thet
deliveries of planes to cur ovm armed forces be deferred in the interest
of earlier deliveries to the powers actuslly engoged ageinst the Axis: snd
the Alr Corps somowhat reluctently supported this item of policy. Secre-
tary lorgenthan, who had been sppointed cheirman of & committes to act
as lialson between our govermment end the foreign purchesing cormissions,
invited lecders of the machine-tools industry to Lashingbon snd reguested

then to give priority to the orders of sirplane engine compeniese. The

2. Lyon, Book 100, numerocus docuwents; Business .eek, 10 Feb., 9 lfarch,
27 April 1940.

Se '1'1‘7.&, Tech. mecc, I.Ea‘tp! Div.; "Wash.,j to Asst Ghief, W’ 2 APril 1540
Lyon, Book 10A; AAF disborical Studies, Ios li: Distribution of Alr
Materiel to the Allies, 1550-1944: Conbrols, Procedures, POLIGLES,
PDe 13=164
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vhole srrengement, it is olesr, wes extremely favorable to the Unibed
Stutes pgoverrment. It alsc conteined hinbs of fubure problems and
policles.

Bofore the new expensions could be completed came the overrvnning
of the lLow Counbries, the fzil of Frauce, the Bettle of Bribtain, end with
them, for the first time, some widespreed reglizeticn in this counbry of
the extent of the danger which Americe might face. Qur armement progren
wes greabtly enlarpeds In June 1940, the YA" and “BY eiroraft progrems
wore devised, oslling for procurement of 18,661 plenss by 3C June 1942,
of which 10,022 were to be of combat bypes .4 The President enmounced
the goals of an eir force of §0,000 plenes, for the frmy emd Savy to=
gether, and & capacilty to produce ab the rebe of 50,000 planes = yem'.s
Similerly, enlarged progrens were mede for other kinds of munitionse
Congress appropriated the reguisite funds apd in June and July 1940 passed
& serles of bills designcd to facllitebe the plecement of the new munitions
orders.

This legisletion of midsummer 1940, insofer ac it wes concerned with
ipdustrial mobilizetion, was in line with concepts implieit in the plens
formulgted prior to I==Dey. It wes besed upon the essumption thet in-
dusiry would sccept orders if prices were reasonsble ond would itself,

for the mest purt, {inance the necessery conversicns and expensions if

4, "Historicel Rocord of ('Af end B! Programs),” compiled by Stetisti-
oal Conbrol Gffice, Mabt. Comde, WFe in History of the Army Air
Foroes Materiel Command, 1926 through 1921, epp. Ble

5. lBssape GO Gongress, 16 Nay 1940, in He DOCe Jos 751, 76 Conge, 3 Se€ss.
Pe 6244,

6+ TFor & general account of this legislation sce ALF Historical Studies,
Wo. 223 legislation Relabing %o The AAF Meteriel FProgrem, 1959-1944.
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prices were high enough end Laxes low enough to afford reasousble prog=-
pect of reimbursement oub of profits. It wes based, also, on the valid
premise that, in arming for war, the goverrment must ubilize the iritia-
tive end the menageriel and technicsel kmowledge of business and there-
fore must have its willing coopersation.

Tegislation of 28 Jure end 2 July 1940 euthorized the Secretaries
of Navy and .ar, respectively, to dispense with competitive bidding in
placing orders for specinlized articles, such as asirplanes end airplame
parts, if they should see fit, and to determine "feir snd reasonsble®
prices by nagotiation.? One object was tc save the time required for
edvertising for bids. Anobther was to raise prices snd thus provide
inducements. Then, too, negobiations would meke it possible to place
orders with weeker firms that could not meet the prices of the stronger
thus meking it possible to spreed war orders more widely end get them
filled more rapidly.a

Authorizeticn to substitute negotistion for competitive bidding also
enabled procurement egencics Lo use the letter of intenmt and the letter
contrect. Such letters stated that the govermment intended to negobiete
& contract with the menufecturer end meexwkile eubhorized him to spend
up to 2 specified amount in embicipation. The govermment egreed thet,
in case it should feil to negotiste en acceptable contract within a

speelfied time, it would reimburse the contrector for all his trouble smd

7+ Public Lew Xo. 871, 78 Cong., sect. 2, 154 Stab.e 6763 Public Lew
Foe 703, secte la; 54 Stat. 712.

8. "Priority Unemployment,” in New Republic, 105:264 (25 auge. 1941),
gives e good defense of nezobiated conbrectss
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expense. The letter of intent put the govermment at a disadventage in
negotisting and, on that account, was very accepteble to the contractorse
Bub it also offered o compensating advantege to the govermment. With it,
‘the manufacturer could start tooling up, asserble his lebor, and place
materials orders before the plans ond specificetions were complete for
the articles he was to produce, something which, forobviows reasons, he
would not dare do under the oompetitive bidding system. Plans and
specifications for sirplencs mnd other compliceted erticles were far from
complete st the outset end lagged all through the war. Therefore, the
use of bthe letber of inbent could greatly speed up procurement.

The scme ackts of 28 June and 2 July 1949, while expressly forbidding
the form of contract besed on cosh plus o percentage of cost, sxpressly
permitted the cost-plus-a-fixzed-fee form.g The first wes forbidden to
avoid giving menufacturers an inconbive to pyramid costs, as they had
done in ..orld Ver I tc the grest public secsndel. The cost-plus-a-fixed-~
feo (CPFF) contract, while it gave contractors mo incentive to keep costs
down, peve no inducement to boost them end offered several positive ad-
vanbages to the govermments, It enabled the govermment to plece orders
with concerns thebt would have feared to risk baking fixed-price conbracts
except, perhaps, et exargerated flgures. It permitted speedy signing of
conkracts for the manufacture of unfemilisr erticles whose costs of
production neither the goverrment nor the menulfacturer could estimate in
sdvence. VWith this form of contract the government stood to resp the

benefit of any reduction in costs that might flow from the applicsbion of

9. Public Lew Hoe. 671, 76 Conts, sect. 2; 54 Stab. 8785 Public Law
To. TO3, sect. laj; 54 State Ti2.
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The principal disadventage of the CPFF contract from the government!s
point of view, in addition to that of offuring no inducement to reduce
costs, was that it gove contrsctors a strong inducement to "pad" their
costs end, by consequence, compolled the povernment to meke careful audits
of contrectors? accoum’:s.lo The great sdvantage of the CFFF contract
from the manufacturerts point of view was that it relieved him of virtually
all risk.

The act of 288 June 1940 authorized the Secretary of Wer, the Secre-
tary of the Navy, end (when buying for tho Coast Guard) the Seorebary of
the Troesury to advance contractors as much as 30;7 of their contrect sums
and to meke further partial payments es production should proceed.ll The
objoct was to be able to assign defense work to concerns whose finencial
position was none t0o SLI0NZ.

An act of 28 June 1940 amthorized the Reconstruction Flnance Corpo-
ration (RFC) to meke loens Lo any corporation or to purchese its capital
shock for the purpose of providing the corporation working cepital with
whioh to engage in the menufacture of defeuse articles or underteke the

oonstruction of plents for their manufacture.lz It was the expectation

of the sponsors of this provisio:-l that the RFC, because it was a govermment

10, Some dissdventeges are stated inm IOH, It. Col. Fe 1% Hopkins, Chief,
Pacil. Sccbe Mabe Dive, Wash., to Chief, IIS, WP, 5 Seop. 1941; memo
for chiefs of supply erms by Brige Gene Ja e s Schulz, Dir. of
Purcheses asnd Contrscts, OUSW, 1 Qect. 1941, in Feoil. Br., WF, Cen.
Proced, file,

1l. Public Lew XNo., 671, 76 Cons., sect. 1l; 54 Stak. B878.

12. Public Lew No. 664, 76 Cong., sect. 53 54 Staf. 573.

]
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agenoy, would be more liberal in maling ':loa.ns for defense work than
private banks might be. More speciiicelly it was presumed that, in case
of & losu for plent comstruction snd equipment, the JFC would teke a
mortgase on the facilities ms security; then if the emergency should sud-
denly end end the facilitles lose their valus, it would be the RFC, that
is, the govermment rather than the memufacturer or & privats benk, that
would bear the IL::vss..l:5

Thus, by liberalizing the procurement laws in these mehy respecis,
Congress sousht to induece industry to accept defense orders and to pro-
vide whatever new fecilitics might be necessary. Congress did not rely
entirely onr the willing coopersiion of private industry, however. I%
added obther strings to the boiw.

The Defonse Aot of 28 Juns 1940 gave the President the power to give
Army end Navy orders priority over all deliveries for private account or
for export.lé A similer provision wes already in the lNational Defonse
Act of 1918 but was applicable only in time of war.ls

Section Bb of the same mct of 28 June 1940 geve the Secretary of
the Wavy the authority, in case he should deem sny existing plant neces=
sary to the national defense cnd should be uneble to arrive at an agrae-
mont with 1ts owners, to teke over the plent end have it operated either
by govermment persomnel or private parties end to £ixz the compensabion

to be pald the owmers. Power of seizure was not given to the Secretary

of ‘ar until Sep'&ember.ls

15. Business Veek, 20 July 1540.

14, Public Law YNo. 671’ 76 Gong., 86cha 2; b4 Stat. 876.
15, 39 Stat. 213, -

16. Public Law No. 783, 76 Conz., sect. 9, 54 Stat. 892,

g Uy
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The Defense Acts of 23 June and 2 July 1940 also suthorired the

Seeretaries of uar snd Favy, respectively, to use funds sppropriated for
national defense for the purpose of coustructing, converting, end equip-
ping facilities for the menufacture snd repair of military equipment, to
provide for the operstion of such facilitied sither by "selscted qualified
commerciel menufacturers" or by govermment persomnel, snd to lease or
sell the facilitles when they should deem it necessery in the interests
of national defunse .17 By the Pirst Supplemental Nabionsl Defense Ap=
propriation let, 1941, approved 26 Jume 1940, Congress appropriated
$3.60,000,000 to enable the Secretary of .Ar, upon the recommendabion of
the Council of National Defense snd its Advisory Commission snd the ep-
proval of the President, to "expedite the production of equipment end
supplies for the Army for emergency natiomal defense purposese" By the
Second Supplemental National Defense JAppropriation Act, 1941, approved

9 Heptember 1940, Congress appropristed an additional $152,500,000 for
the same pi.u:-pasa.:l'8 Other appropriations of Texpediting-production
funds" were to follow.lg It come to be the rule that only expediting-
produetion approprietions might be applied 4o the procurement of indug=
trisl facilities .20

The Act of 25 June 1940 aubhorized the {FC, upon request of the

17, Public Lew No. 671, 76 Conge 54 S'bat. 6763 Public Law No. 703, sect.
16, 54 pt&.‘b- 712-

18, Public Taw Los 667, 76 Cong. title II; 54 Stat. 599;FPublic Law
Ho. 781, title 13 54 Stat. 872,

19, Ilegislabion Relsbing Eo the AAF Meteriel Progrem, 1939-1944, pp. 70-
79'.

. 20. Army Air Forces Contract Handbook, prepared by the Judge Advocate,

Mat, Comde, Wk, 2 VOlSe (revised edition),15 July 1943, 800.2-2-4.
(Cited as AAF Contract Hendbook.)
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Federal Loan Administrator ﬁeé‘se Jones) with the approvel of the

President, to charter & subsidiary with power to () "purchase ond lease
lend, to purchase, lease, build, cnd expand plents, and to purchsase
end produce eguipment, supplies, end machinery, for the mamfscture of
arms, smmuition, and implements of war," (b) "lesse such plants to
private corporatlions to engaze in such menufecture," snd (c), “if the
President finds thet it is necessary for a Govermment agency to engage
in such manufecture, to engoge in such menufacture itself." The RFC
might melke loans to the subsidiary to enable it o perform the above
mnctions.zl It was under this provision of lew thet thse Defeonse Plant
Corporation (DPC) was shortly organized on 22 August.zz

It was the Defense Plant Corporation--in conjunction with expedite
ing-production funds, the cost=-plusg-a-fixed-fee form of contrect, and the
letter of intent--upon which, as events proved, much the greater part of
the mighty structure of war plents financing wss to be resred. But such
wes not the intention either of the Adninistrstion or of business ab
the timo, It wes the force of circumstenses rather then foresight thab
made the DPC the chisf of the corner.

It almost certainly was the sxpectabion in midswmer 1940 that
direct government finenecing of war plants,to say mothing of govermment
seigure snd operation, wes bo be the exception rather than the rale.

Provlision for such direcht finaneing und operation was mede lerpgely for

2l. Public Lew Ho. 664, 76 Conge, seots 5; 58 Stat. 573.

22, "The \ar Goes vo Mr. Josse Jones," in Fortune, Dec. 1941, p. 187.
According to this srticle some people in uashington oredited the
idea of DFC to Emil Schrem, then chairmen of RFC, end two RFC
Lawyers, Clifford J. Durr and Hens A. Klagsbrumni cthers credited
it to Josse Jones, Federel Loen Adminjstrator.-

-t
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admonitory purposes. I% wes expected, to be gﬁi-e‘ , that the govermment

would bulld and own, es in the lest wer, a mumber of highly specinlized
plents that wonld have no value after the war except as stand-by factories
for the government itself.

It soon becomo apparent that the new legislation did nob hold out
suffieiont inducement to bring industry into the defemse progrem on the
desired seale. Concerns engesged in production for the civilien com-
petbitive market wore indisposed to teke defense work if by so doing they
would lose any of their eivilisn customers. They even urged the pro-
curement officers to pglve the defense work %o c«:mipe‘c:H:or's.23 The public
wes in no mood to sec tho production of civilien goods curtsiled end, in
genorel, seemed to believe that the counbry could prepare for wer and
conduct 2ll its regulsr poscetime pursuits et the ssme time. The large
emount of unemployment in the country lent support to the view. In-
dustrialists, in general, tool: the line that conversion of existing plants
to wer work would be expensive and in many csses impossible snd that much
new construction end expansion would be neeessary.' The supply services
end the influentiel business men of the rew rdvisory Commission to the
Council of Hationel Degfense (the HDAC), which President Roosevelt had
appointed in sy, wore loasth to enber upon govermment c:onstruci::‘wnx.24
The banks were enxicus to finsnce the prospective expemsions bub wented

greater security.

23+ Interview with R. F. Trimbech, Chief, Fenuf. Methods Br., RCS, «F,
23 Oct. 1942; New Republie, ? Sep. 1940.

24. Hens A« Klegsbrumm, GCounsel for DPC, "Some Aspects of imr Plent
Fineneing," fmericen Economic Eoview, XXXIIY, no. 1, pte 2, TP,
FP. 119-127 (Merch 1943)s (Cited as Klagsbrurmn article.)
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FPreparedness lingered while Congress for about three months longer
considered the demonds of menegesent, lebor, end other inkerests snd
sought Lo formulate more scceptsble legislation.

Specifically, spokesmen for business demanded the ensctmont of e
tex-amortlzation plen, so cslled, which the Fresident had endorsed in
Jul‘.?‘ozs fhis would in effect permit = concerm to reimburse itself for
& lerge portion of the cost of =ny emergency plant facilities it might
provide by the simple expedient of vax deductions. Business spokesnen
elsc esked for the rcpesl of the provisions of the Vinson-Tremmel Act of
1934, es emended, which limited profits on construction of navel ves-
sels Yo 87 and on construction of mirplimes to 125 of the amount of the
contraets.ze These ere percenbtases, be it noted, of prices of the
product, not of capitel invested. Twelve per cent of. 8 price is 13.8%
of cost and might represent emy percentsce on capitsl investment from
zero up. Business spokesmen wenbed the federsal bax policy settled,
especinlly as %o excess profits. They also acked for suspension of the
Fair Lebor Standerds fict of 1938, the maintenence of which they seid
would cause labor costs to rise.

Lebor leeders on their pert insisted thet labor zains must not be

secrificed because of the emergency., They specifically demended that

25. Fortume, vol. 22, pp. 50 £f. (Oot. 1940); Business Week, 6 July,
T Aug, 1940, 4 Jan. 1941; New Republic, vol. 103,5p. 36L, 780
(S Sep., 9 Dec. 1940); memd Tor CRief of Staff, by Mej. Gen. He He
irnold, (telling of meebing with eeroneubicol companies), 30 July
1940, Lyon, Book 423 pemphlet, Factors Thich Affeot Ineressed DPro-
duction end Unit Costs of Military JArcrai®, Enpines and Acces—
SOriss, & RepOrt Of Lhe « » + RALioNal Kesoerch COUumeil s« . » 9 July
1940, seots Vil, copy in Historicel CLL1ce, ATSC. -

R6. Iegisletion Relabing to the ALF Materiel Progrem, 1939-1944, pp. 95-96.
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with the provision of the National Lebor Relations Aet requiring col-
lective bergaining. Many people took the position that, if our young
men were to be drefted into the armed forces, mencpgement smd lsbor
should also be consoripted.

Finally in September and Cotober 1940 Congress and the sdministra-
tion effected n compromise. One item of the setilement wes the tex=
amortizetion scheme. The Second Revernue 2ot of 1940 smended the Tnbernal
Revenue Code Yo permit a corporstion thet constructed new defense faw
oilities with its own or borrowed funds to racover e lerge pert of the
cost by deduotions in compubing inceme emd excess profits ’baxes.zrf It
might deduct the cost from gross income in instellments sprees through
five yeers or, in case the emergency should end in less than five years,
throush the period of the emergency. Put another WYy, & corporetion was
to be allowed to depreciate emergency facilities for tex purposss ab
the rete of 209 or more a year, whereas the allowances for deprecistion
znd obsolescence of factory buildings snd machine tools used in produc-
tion for normal pescetime demond hed been much less, perhaps avereging
5% for buildings end 1257 for machinery.28 It is ovident that by tax
eortizetion the corporetion would recover from the goverment in a
short period that percembrge of its cost which would be its averege tex
rete on incoms and excess profits during the periad. And during the

emergency presumably texes would be at their peske Indeed it is esbimeted

27+ Public Lew No. 801, 76 Cong., sect, 302 (sect. 124 of Intermel
Revenue Code, 26 U.S.C., sup. V, par. 123); 54 Stabt. 998, The
lew is analyzed in ALZF Conbract Hendbook, 800.%,

28. Internsl Revenue Code, 8585%. 115, 26 U.S.C., sup. V, per. 23,
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that the percentage borne by ’bhg:gévl-ernment will run as high as 80 %o
85.

. . The tex-amortizebion lews oonbeined deteiled provisions to protect
the interests of the noverrment &s well ms those of the corporation. To
be elirible for the amortization privilege the corporsbion must have
constructed or moguired the facilitles aftber 10 June 1240. The Nabional

Tefense Advisory Commission and either the 3Jecretary of war or the

Secretary of the Navy must have certified to the Bureeu of Inbermal
Revonue, first, that the fecility was essential to the nationel defense
(the "necessity certificate™) and, second, that the corporation either

wes not being reimbursed a second time directly or indirectly in the form
of higher prices or otherwise (Ycertificete of non-reimbursement") or,

in case the corporabion weas being so xeimbursed o second time, thet the
jnterest of the goverrment in the fubwre use snd disposition of the
feoility wes adequately protected ("certificate of govermment protoction™)e
Of course the fecilities must be employed in defense work to the extent
demended by the govermment.

Just why the emortizebtlon privilege was extended only to corporé~
tions, as it was, snd not to individuals smd pearitnerships is not clear.
The ovorsight, if it wes an oversipght, was rectified 1a'i:er.29

Congress ropeeled tho profits limitebion cleuse of the VYinson~
Premmel Act 38 business demended.so At the seme time, it increased in-

gome bexeos and imposed texes on excess profits .31 The new tex retes

. 29, Public Law Noe 755, 77 Conges sect. 155, spproved 21 Oot. 19423 56
Stet. 849.
30. Second Revenue .Sct of 1940, approved & Octe., Public Law Noe 801,
76 Conga 54 St&to 9740
3l. Ibid. it l‘l‘n gi,:,‘i"ﬂﬁ
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permitted retention of generous profits, but there could be no assurencs
thet a lster Gongress would not increase the tex rates. By enother act
Congress forbede fixed fees under CPFF conbracts in excess of 67 of the
estimated costs.32

The Fair Lebor Stendards Act wes not disturbed. This meant in
efifect thot wages would be ineressed; for when hours should be incressed,
as they must, workers must bo paid time and one-half for werk in excess
of 40 hours per weeks, The Administretion assvred lebor thet in the
future no orders would be given to employers who did not obey the National
Iabor Relations Aet. Eventually the Administration secured, in turn, &
no-strike pledre from lebor union lee.ders.33

By an act approved 16 September 1940, the act thet also provided for
compulsory militery service, Corgress greetly enlerged the powsr of the
govermment to compel meaufacturers to cccept orders for military meteriel
and sive defense orders precedence over other orders. If the menufacturer
should refuse to sccept orders or to give thom the requested priority or
refuge to furnish the meteriel at & feir price as determined by the
Seeretary of uer or the Secrstary of the levy, the President might tlwouzh
either secretary tale over the mamufecturer's plant snd operabe ite
toreover, the head or heads of the recaleitrent fir. might be deemed
guilty of a felony end imprisoned and i‘ined.g4 This act was intended to

be used in toupgh cases, nob o esteblish e usual procedure.

32. Public Law Uo. 781, 76 Cong., title I, aporoved 9 Sep. 1940; 54
Stat. 872,

33. BStotement preparcd for the use of Siduey Hillmem, Assoos Dirs, OFN,
in appeerance before llouse Judiciery Commitiee, 20 Feb. 1941, coapy
in Historical Cffice, EPD.

34. Public Lew lo. 733, 76 Cong., sect. 93 54 Stat, 892,
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\ Even belors the "sax-amortiia.tion plan was cnected into law, it had

becoms apparent thab it woull not aswure facilities expension on the

- scale then believad necesscry. Too meny coupnnies wers wnwilling to
teke even the limibed risks i.nvolved.as 1% was nocessary, therefore,
for the govorment to finance directly new defense plants on a mch
larger scale then hed been anticipsted. Threc or four different plans
or methods of direct Dinsneing werc developed and ubilized,

About the btime of the passe e of the ftax-omortization lsw, the
Nationel Defense Advisory Commission, in collaboretion with lawyers of
the Var and Favy Departments and tho Bureaun of Internal idevenue, worked
out & “bankeble! facilitiss conbtract or, as it came to be commonly known,
the emerzency-plant=fecilitics (EFF) contract.;sa The contrector, sccord-
iny to this conbract, agreed to construct or acguire the fecilities--plant,
equipnment, dareble tools~-snd the povermment sireed to reimburse him for
his costs, lneludin: interest but not overheed, in five mrual install-
ments. The title remsined in the possession of tho conbrechbor wabil he
should have been f{ully relmbursed, when it would pass to the sovermment.
With the contreet os security the contractor could, presumebly, borrow the
negessery funds from the beus or the BE¥FC.

To sive the conbtractor an incentive to lreep costs dovm end bulld
woll end to ensble hin to guard ageinst raising up competitors for the
postwer period, he was given the option of buying bho feoilities back from

the govermment at the end of the emergency. As it developed, the options

. 85. Xlagsbrunn ertiele; Business i.eek, 31 .mp., 25 3ep. 1340.
56. ALY Contract l'emdbook, 80023 Business week, 5 Och. 1940, credited

the idea to wn. G« Pobber, Cheirmen, Gutranty Trust Co., Hew York
Ci‘b}]-
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in this end other similar typow of Pfacilities combracts were of thres

prineipal forms, namely, (1) the option of buying at the end of the

- emergency &t cosv less depreciabion, depraciation to be figured by &
scale statod in the consruet; (2) the option of negotiating for purchase
within a specified period during which the govermmens night not offer
the facility for sele to oubsiders; end (3) the option, during en extended
period, of buying at the best price offered the governnent by a third
party. Vhether justified ?r not, it was the generel impresst on thet at
the end of the emergoney the contractor with an option would stand en
excollent chance of getbinz a good plent chesp.

Froi1 the viewpoint of the pir Corps and cther eupply services, the

EFF contract had serious defects. To gusrd ezainst possible loss by
reason of fallure of Congress to eppropriate funds to meet the instali-
menis, the bankers zot a clause inserted vhereby, if three months prior
to the elose of eny fiscsl year Conrress had nobt mede the funds available,
the vhole amount of their loans would be due imediately.57 Ihis clause
made it necessery for the services to set aside the whole smount of the
contract from the originel appropristion, end thus rub them in the posi-
tion of payinz interest to the barnlzs when they (the services) slresdy had
funds avnileble to psy tho grincipel. A lesser defect was that, during
the period whon the goverrnment hed en equity in the faesilities but not
title, there were difficulbies with stebe emd locel gpovernments over

3
baxes. s After a bine, when war finencing hed r eached sreeter proportions

. 37. ZKlegsbrunn article.
88, Remarks of Vol. E. C. Eermon, Caief Tecil. Br. » Contract gech., in
Stenographic Report of Conference I[eld ab WF, 11, 12, 13, January

1944 . . . Re: Fecilities, p. LL, copy iun Historiocal Ufrice, AT3C.

{Cited ss STenogrephic report of .F conference of 11-13 Jans 1944.)

1 . i. ) L .
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and the Air Corps had had some brushes with banks ovur interest raetes,

ANFHS=40 39

the Air Corps modified most of its EFP contrasts to provide for payment
| . in a lump sua end transfer of title to the govermment as soon as the
facilities should bte completed. Yor some ineffeble reason such modified
BIF contracts were known as special-fecilities (SF) contracts.39
Tn spite of the defects mentioned and others which mey appear later,
the EFF-contract plen or & modificetion of it might have become -the
principal methoed of finencing emergency facilities if the Defense-Plant-
Corporation plan had not been evolved. The latter proved more populer
with both menufecturers and the Air Corps. The DPC plan haed been devised
and tentatively tried out in Augmst 1940 but had becn held up for a time
" by tho FDAC and the Jer eund Hevy Deparbments because of opposition of
tho bankers sna genersl distrust of govermment ovmership.
Undor the DPC plen of finesncing, one of the supply servicess, the
Air Corps for exsmple, beceme ths “sporsoring a,f;e:nc:.y.“‘J”:l The sponsor
decided, subject to approvel of higher awthority, what faeilities should
be provided and for what firns. It then requested #PC to provide the
freilities. If DPC wes apreceble, it and the var Deparinent then signed
o "“ake~out" agreements The rar Depertment &-reed to pey to DPC & portion
of the estimated cost st once, vsuelly 4075 or 50:, and st the end of the

emorgeney to pey the re.aininy portion, less whetever suvms DIC should heve

38. Ibid.; ALF (ontrzct Handbook, 800,F5,.
40. Cn origin see nlegsbrumm articles Few Republie, vol. 104, pp. 53,
234 (20 Jan., 17 Febe 1941), vol. 105, p. CB1 (29 Dece. 1941). For
an exenple of benker opposition, see memo for C/AC by Lt. Col.
. L. Ee eyers, 29 July 1841, in ™S Faeil. file.
4l. Plen described in debeil in AP Contrect Iendbook, 800.€.
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realized from remtels snd sales. ' If, perchancc, DP{ should have more
than recovered the cost of the feeilities covered by th. conbrect, it
wes o refund the exeess to che YWer Department. DFPC agreed to meike no
charge for overhesd. Heving signed the teke-out egreement with the Var
Departnent, DFC then entered into & lease sgreement with the desipgnated
contractor. The lessece undertook to consbruct or scquire facilitics os
agent for TPC snd secording to plems and specifications spproved by DFC
end the sponsoring agency. DPFC undertook to reimburse the lessee, os
agent, his sectual exponses inecurred in construeting or acguiring the
facilities when he should present rcceipted bills and to pay him a fized
fee, nsually the oconventional $1.00. The lessee might not charge eny
portion of his business overhead as expense in comnection with the Ffa=-

cilities. Finally DPC lessed the subject facilities to the contrachor

for operstion in produoing materiel for the sponsoring spency under such

supplies coptrects 25 he might hold or gete Tnder the ack of 25 June 1940

DPC lessees must be privete corporetions. By esct of 10 June 1941 this

42
restriction wes removed.

A DFC sgreement, as did an BFF conbranet, ususlly geve the lessee the
option of buying the fecilities at the end of the emergency. Title was
to remein in DPC unbtil the conbrector should exercise his option, or the
facilities should Le sold to e third parby, or, in case they should not
be sold, wnbil the Ver Department should have relmbursed DPC in full, In

the latter case, titls would pess to the .Jar Depsrtment. If the lessee

42. lemo for Col. Vie Fo VOland‘b, Lsst. Ghief, ¥et. Di‘\?-, by We S Ege,
Special Asst. to TS, 23 Qect, 1941, in RCS Pacil. Bre., Process.
Froced, file.
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produced en srticleor ar’cicies'lf:‘or which he hed no competitors, he paid

8 renbel of 41.00 & year, end rent wes nobt ez item in fizing price.s If
Q the lessee produced in compebition, he pald e recl rentel, end it was

an i‘l;em in fixing price. In the latter cese the rentel was usually either

the estimeted depreciation or, for case of compubation, a percentege of

the sales wvalue of the srticles produced thet was estimebed to be roughly

sgquivalent Lo the depreciation.és

This sponsoring egency-DFC-lessee-ngent-cperetor arrsngenent may
secm unn.ecassvrily compliceted. It was complicated. Bub there were logi-
cal recsons for its inception, and it proved to have adventages ss well
ps compliestions in operstion.

The Defense Flent Corporebion, being essentielly e goverrmenb=-owned
bank, could borrow money (from KFC) end mighi take risks but was not sup=
posed to incur losses, at lesst not lerge losses. Therefore it did nob
core to finence the plents up to 1005. Moreover, while enxious to help
in the war effort, it did not presume to know who were best gualified 1o
renufacbure various articles of matberiel or whet sorts of buildings end
nmachine tools should be provided. It wisely chose to remein in the role
of e service agency to the supply arms snd serv:i.e.es.44 As for the latber--
et least this wvas true of the Alr Corps--while desiring to retsin control
of supply, thoy were willing to shere responsibility for providing fae-
eilities. TFurthermore, they had no independent borrowins power, and the
40,: or 50;: teke-out enebled them So meke their eppropristions gzo from two

to two end onme-held times as fars Ownership by DPC did not look so

43. Yobes by lLit. Col. Failip Schaceberger, 3, 7 March, ¢ April 1541; ibid.
44. "fhe Vier Qees to Lir. Jesse Jones,” in Fortune, Dec. 1941, p. 203
" Jones' Bottleneck,™" in Business ,eek, 1l CUcobe 1l94l.
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ominous to the sublic as ownership by the Var Department. Bobth the Air
Corps smd the DPC, and nesrly everyone else, wers anxious to ubilize +he
"know-how! of the contractor not only in operating the feeilities bub
also in comstrueting buildings snd mequiring tools. As for the cone
tractors, they knew e good contract when they sew it and were not to be
deterred by fear or bankers or by theorcticel opposition to goverrment
ownership, especislly when such ownership was likely to be only for the
curetion. Ths edvonbages end disedventeges of th. DPC plen are emplified
and illustreted nmore conveniently elsewhers in this study.és

&n cbvious plen for finencing industrisl facilities for defense pro-
ductlon was direoct govermment construction with fumds provided entirely
by eppropriations. This plan slso wes utilized. The construction was
done, or rather conbracted for, snd the souipment bought end instelled by
the Construction Depariment of the {marternesber Corps or, after the
tronsfer of funection in Docember 1940,46 by the Corps of Engineers. The
plents were sporsored by the verisus supply services, somewhet ss under
the DFC plen. The sporsor of eech perticular fastory epproved the plens
ard specifications snd supplisd the funds out of its appropriastion for
expedlting production. The privete compeny that 1w %o operste the
feotory upon completion wes comsulbed as to building plems end especislly
equipment, and in some cases wes itself the architect nansger under con-
trect with tho Corps of Engineers.47 The compsny operetcd the plant under

leese but was not givon the option of buyins it st the end of the emergency.

45. See pp. £0-22,

46. Yemo for C/iC by ¢/E, 4 Dec. 1940, quoted in memo for all AC stebion
commandors by Chief, Iate Div., 23 Dece 1940, in PCS Feeil. Br.,
Gene Proced. flle.

47. PBage, GC Fisher Body Div. and the (levelsnd plent,

- l".l‘w" '_‘F
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ost of the plents built by th. jovermaenb urder this nlan were intended
to be retained es stand-by fmebories afber bhe emergency.
. The govermment construction plem had the obvicus disadventage, from
the Alr Corps point of view, of reguiring the sponsor to “set up" the
entire cost, as the facilities wero built oubt of its limited sppropristion.
It also did not ubilize as fully as did other plans the business experience
and technical knowledse of the industrisl orgonlzakion which would sventually
operstae the plant, althourh the leyout plan wes submitbted to the intended
lossze end epproeved by hz'un.éa Consiructlion by the Corps of Engineors hed
other deficiensles in prectlice which can more conveniently be described
18.1:61’.49

It wogs always possible to finemce new fecilities by ineluding their
gosts in supplies contracts, althoush such costs must be peid from ex-
pediting~production funds noet ordinary suwvplies funds.so But the costs of
feoilities provided in bhis mcnnexr were "non-recoversblo" in any direct
sens¢; Lhe governmeant could mever guin title. Their provision for some
contrrsetors was unfalr to competitors who did not get them. It did nob
seen propsr to charge fecilities to one perticular supplies contract ovk
of several a menufecburer might receive. So in gemeral the services re~
fused to pay for facilities in thet way except for minor building alter=-
ations end repairs :nd occasional mechine tools which it wes incoavenient

51
to finance obherwise. Items such as jizs, dies, snd templetes (which

43. Stenographic report of WF conference of 11-13 Jan. 1944, p. ll.
49, 3ee p. 69.
. 90. Expressly permitbted in Public Law No. 671, 76 Cong., secht. 4, ap-
proved 28 June 1940; 54 3tat. 877.
5. 4AF Contract Hemdboo:, 800.0
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were useful only in the msnufecture of perbticular articles) end ex~
pondable tools (as distinguished from dureble tools) were always cone
- sidered lesgitimete items of cost under supplies conbrachs.

Before the end of 1940 21l tho plans and methods for finemeing
energoncy facilities had been developed in their essential features. AS
time went by a vhole code of variations, refinements, principles, and
procedures grew up aboat them. The govermment hed sssuned virtually all
‘the risks of indusirisl expsnsion for militury purposes. T+t reasincd to
be determined in practice whether it had mede movermment finemcing of
new fecilities so attractive to menufacturers that they would refuse to
convert their old ones. The govermment hed also buen given broad powers
‘to esteblish priorities for defense work, to £ix fair snd reesonsbie
prices for munitions and supplises, snd to seize and operate factories.
Azein, it remmined to be debermined in practice to what exbent the govern—

ment would have to use its compulsory powerse

- .@5;};9
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Chapter L

DEVELOPMENT OF AN ORGANIZATION AND
FROCHEDURE--T0 7 DECELBER 1941

The vesbly enloarpged proparedness progrem of 1940 end 1941 mede it
recessary to expend groatly and to eleborate the peacetime orgonizstion
for proourins industrlial facilities. The new funchbion or' finencing con-
sbructbion and conversion of feecilities celled especially for new agencies
end procoduros.

In the process of developiny these agencies snd procedures, there
woere bound to be some conflicts over Jjurisdiction, duplications of ef=-
fort, and snarls in the "red tape." At eny rate organizational snd
procedural problems were solved as they csme, snd, if the best solubtion
was not alweys sdopbted, at lesst the machinery was made to work.

Among the new egencies concsrned with industrial fecilities was the
Advisory Commission to the gouncil of Nabtional Defonses The MDAC wes
summoned to Washington 23 Ifey 1940 to advise =nd assist in mobilizing the
ngtional resources. Technicelly it was: to edvise the (ouncil of National
Dofense. This souncil was composed of six merbers of the Cebinet and
under the Hebional Defense fot of 1916, as amended, had certain coordinat-
irg and supervisory powers over the various departments and agencios of
the povermmens that were concerned with defense matbers. Praeticslly,
the MDAC virtually superseded the Council of Tational Defense; the latter
functioned principally to give legality to the executive sets of the NDAC

. 1
and its irdividuel members.” In addition, merbers of WDAC, individuelly

1. Code of Federal Repulations of the U.S., sup. 1940, title 32, ch.
ViL, P. 44803 "Nafional Defense; the oinews,™ in Fortune, JCIII
(Oct. 1940), pp. 52 £f. ‘ -

)
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and collectively, advised the President and the depsriments snd each
member exercised such portions of the Fresident's supervisory powers &s
the latter sew £it o entrust him with. Each of the menbers wss a dis-
tinguished specielist in a perticuler field of ouar nabional economy and
was given large responsibility in that ficld insofer as nationel defense
wes concerned. Speeking generslly, perhaps the principal function NDAC
wes expected to perforu wes to arbitrate between the demends of militery
properetion and civilisn needs and desgires.

Two members of the NDAC, in perticuler, were directly concerned with
industrisl mobilization. Edwerd R. Stettinius, chalrmen of the Board of
the United Stotes Steel Corporation, wes given large responsibility for
secing that the meberials for the menufaoture of munitions were forth-
coming in sufficient gquanbities. Willism 5. Knudsen, prosident of the
Genoral Mobors Coxporation, hed similer responsibility for the production
of munitions of cll kinds ineluding, of course, aircereft end accessories,
With his wide knowledre of the iAmerican indusiriel structure and of
menufacturing methods, he was expreted to assist the supply arms and
services in plecing their orders with menufacturers best equipped to fill
them, He was alsc expected, it seoms, to help grently in inducing his
fellow industrialists to come into the preparedness progrom. HNost spe=-
oifically, abt least according %o the general public understanding, he was
to bring the great sntomotive industry into the defense effort emnd parti-
cularly to effect an accommodebion between it and ths seronauntical in=
dustry.z

0f the commissioners, Knudsen especially proseeded to build up an

2+ For public understandinz of ¥nudsen's role, seo Fortune, XXII,
ppe 52 £f3 New Rupublic, 103:179 (10 June %949).,_ o
L ] Vi oF g et
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organmizetion. It came to be known as the Production Division of NDAC.
He brought la key men from industry, who served withous pey or for a
doller e yesr, and borrowed oslerks snd specielists from the executive
departments of the govermment. He orgenized sections according to in-
dustries end functions. Dre. George lMeed, inventor of the wasp airplane
engine, headed the Aeronautical Sectlon, and Theodore P. rrisht, of
Curbiss~iiright Corporation, was his chief sssistant. Xnudsen in person
end the Aeronsutiosl Section helped conduct negotiations leading to
placement of ordors for Lir Corps materiel and helped allocate plants,
£ind subconbtractors, and decide on expension. Kmadsen early secured the
establishment of the rule that all oonsiderable munitions orders must
clear through his office, and he personally reviewed all conbracts, in-
cluding facilities conbracts, of 3500,000 or more in emownt. IThis rule
gave the Production Division & webo on facilities projects intitisted
elsswherea

About the seme time, in June 1940, the Fresident dosigmeted Donsld
Nelson, exeoutive vice president of Sears, Roebuck, snd Company to be
Coordinstor of Defense Purchasing. It was his duty to see that the
services bought supplies in sn orderly ousinesslike menner, avoided compe-
tition with one enother, and properly distributed their purchases through=
out the country and throuzhout the yesr. He wes not so much concerned
with industriel cepecities, but ell defense contracts ineluding facilities
contracts had to clesr throu~h his office, and it waz he who officially

epproved them on behelf of the Council of Hetional Defense.5

5. Code _93’.‘_ Federal Rc,gulati:_ons of the U.85., supe. 1940, titlc 32, ch.
VII, P. 24803 Jonathen liitensll, "NelSon, Fe's Bought an Army,!
in New Republic, vole 103, p. 832 (16 Deo, 1940); Forbune, XXII, p. 58.

¥ —_
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At the turn of the year the‘Pres:.dent consolidated the new
agencies that were most directly concerned with industrial mobilization
into an Office of Production Management (OFM)., These were the Production
Division of WDAC (inudsen); the Raw Materials Division, NDAC (Stettinius);
the Priorities Division, N¥DAC (also Stettinius); the Office of the Co-
ordinator of Defense Furchasing (Nelson); and the Labor Division, NDAC
(Sidney Hillman). The OPM was headed by a four-member board gonsisting
of the Secretaries of Viar and Uavy and the Director and Associate Direc—
tor of OFif, Knudsen and Hillman were designated Director and Associabe
Dix-ec’c,c'ﬁ.".l‘L The only part of the old NDAC with any considerable vitality
that was left out of OFM was the Office of Price Administration, headed
by Leon Henderson. In April 1941 it became the Office of Frice
Administration and Civilian Supply within the Office for Emergency
Yanagement, (051‘.‘2).5 WDAC was not zbolished,

The Fresident delegated to OFY most of the powers conferred upon
him by the recent legislation relating to industriel mobilization. He
virtually gave it also the few powers that had been conferred by law upon
WDAC. ‘This transfer he effected by the simple device of establishing the
rule that OFY was to serve as the liaison and channel of communication
between NDAC and the jar and Navy Departments. In addition the President
eatrusted OPM, as he had entrusted NDAC, with the exercise of a portion
of his own authority as Chief Executive to coordinate and supervise the

departments of the government. In fact OFil had an organic relation to

L. Zxecutive Order 8629, 7 Jan. 1941; Code of Federal Regulations of
the UCS., SUDe 192}1, P 130-3.310

Be Txecutive Order &734, 11 April 1941, Code of Federal Repulations
of the U.S., sup. 1941, title 3.

o T i
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the President somevwhat difforent from that of IDAC. Tezchnicelly it was
in the 0ffice for Emergency lianagement in the Ixecutive Office,s wheresas
teclmiocally ¥DAC wgs edvisory to the Council of Nabional Defense, a
statutory body. The President practically gave OFM freedom to "write its
own tlckets" It wes tho generol axpechation that uudsen as Director
would dominate the scene.

Phe OFLI wes orgenized with & Production Division, headed by John De
Biggers, of Libbey, Owens, @nd Ford, who hed been Xnudsents executive
agsistant in Production Division, NDAC; & Purcheses Division, headed by
Doneld Nelson; & Lebor Division, by Sidney Fillman; end e Priorities
Division, by E« R. Stettinius. The Priorities Division was given a six=
member advisory bourd consisting of a shajrmen snd three other members
designated by the President, end the Director end Assceiate Director of
OrY as ex-officio menbers. Dr. l'errill C. leigs succeeded Dr,. llead as
chief of the Aeronsutical Section, Freduction Division. The Purchases
Division on 17 lerch 1941 orpgenized a Plant Site Commitbtee to regulsate
the distribubtion of new goverpment-financed facilities. The desiznation
was shortly chemged to Flant Site Board.

Haturally, sone frictions and misunderstandings developed beotween
The new agencies and their successors on the one hand and the established
procurement authorities of the jmr end Navy Departments on the other.
But in gemeral the supply services recognized their leck of preparation

for directinz the industrial mobilizetion of ‘the nation and welcomed the

6. TFor oroation of OFM sec Hxoccubive Order 8248, 8 Bep. 1982, Code of
Federal Regulebions of th:e U.S., sup. 1939, title 3; Administrative
Order of 25 llay 1940, ibid., Supe 1940, title 3, ch. VII.
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holp of the new civilien agencies. Indeed, no less £ perscn then the
¢hiei of the Air Corgs, Mnj. Cen. E. He Arnold, proposed that the Air
Corps absudon industrial plerming snd plece responsibility for expand-
ing industry uvpon industry itself and civil agencies of ‘the goverzment
such as the NDAC. This, he said, would eliminate the necessity of hev-
ing the Air Corps moke surveys in sesrch of industrial eepeeity., WDe-
velomrents during the current emsrgency have demonstrated the inebility
of the Alr Corps to select sub=-contractors who will be ascceptable to our
major prime contrachors ."7 General Arnoldts proposel was in aceord w!ith
the old plans for E"Da-yos For reasons alresdy suggested, Genersl Armoldts
proposal was not approve&.g Although insdequete, the Army end Lavy had
supply services with esteblished orgenization and procedure, while FDAC
end ORI must start Lrom seratch. Congress had chosen do enbrust the
oxperditure of oxzpediting funds to the Vear and Navy Departments. It had
giver them tho powor to commendeer facilities vhen necessary. The Army,
llavy, end ..ir Corps had the responsibility for deciding whet meteriel must
be preocured, for drawing up spocificestions, cnd for acoepting erticles
produced; therefore they wished to retein s measure of control cver the
menufacture of meteriel. The President mey heve told Enudsen end Nelson
t0 explore the limlis of their jobse IT is not likely that ke intended
thet they should develop a civilianssrvice of supply.

The Air Corps likewiso recruited oivilien experts for its procure-

ment orgenizetion. There wes no law or morel obligetion to prevent the

7. Iemo for AS/i/ by C/AC, 7 Sepe 1840, copy in ATSC 321.8, IFS; see
glso draf't of memo for AS/%’;', 20 Sepe. 1240, in Lyon, Bocok 42B.

8. See Pe 12.

9. See memo for AS/W by G/AC, 7 Sepe 1§40, and 1st Ind. by Cole J. H.
Burns, CASW, 30 Sep. 1940, in ATSC 321.0, IFS.
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supply arms and serviees from recrulting businessmen and production

exports, and, as will appesr, they did this exbtensively.
, Vilthin the Adr Corps the function of procurement resided elmost
entirely in the Meteriel Division, Cffice Chief of the Air Corps. Ib
operated prineipally st and out of .right Field, Dayton, Chio, and in its
Procurement {istricts. On 2 October 1939, the Chief of the lMateriel
Pivision with a portion of his staff moved to ljashington. There they
supervised and directed the ectivities of Lright FPield snd the districts
throuzh the fLssistant Chief end his staff et ‘right Field. The Office
of the Chief of the Materiel Division in Vashingbton wes divided into
sections snd branches corresponding closely to those et Wright Fields
Under this arrangement the Tpick end shovel" work was dome et Wright Field
end in the distriets, while the Office of the Chief formulated policy and
acted as liaison between .right Field end the Chief of the Air Corps,
other divisions of his office, the Office of the Assisbant Secrotary of
Var (the Assistent Secretery becsme the Under Secretery, December 1940),
the Froduction Division of the NDAC (after it wes orgenized), and numerous
other agencies in the cap‘ital. This arreangemenmt did not preclude the
Chief of the Air Corps or the Chief of the Materiel Divisicn from imitiate
ing faoilibties projects, conducting negobiations, or even signing contracts;
snd, especially in the eerlier pert of the emergency, they freguently
did so.

AL Vright Field before Spril 1930 the prineipel operating sections

. 10. LI No. 1, Functions and Orgenizetion of the Mst. Div., WF CF,
921.91. TFor orgenizetion cherts, see History of the army Air

Forces lateriel Commend, 1926 through 1941,

U U Y g
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hed been Engineering, Procurement, a-nd Indusbriel Plenning. Procurement
Secbion then performed all the functions of procurements Tt designed
standerd erticles or secured them from Engineering Section, advertised

for bids, negotiated snd signed conmbrects, and inspected and accepted

the meteriel bouzht. When procurement problems inoressed in eerly 15339
with the soewhet enlarged progrem, 1t was decided Ho divorce the esdministre-
tion of production from research and oxperimentetion, lest striving after
perfection on the psrt of those engaged in reseerch delay sctual pro-
duchion of standerd items of ma’berieloll For same reason, contrery to

the roport of o committee of officers eppointed to study problems of orgen=
139.'!;5.0:1,12 *producvion engineering’ wes entrusted to a seperate sectbions
ard the old Procurement vection was thus divided into three, nemely, Pro-
duetion Ingineering, Contract, and Inspection. The former Engineering
Section beorme Rxperimentel Engineesring Secizi.cm,l5 and the Industriel
Plamming Seetion conbtinued es before.

The Production Engineering Section (PES) wes directed to prepers
dosigns for standerd srticles of Air Corps materiel as disbinguished from
erperimentsl items end propare suthorities for pirchese (AFP's) for the
sene. After conbrects were let, it was to counsel with memufecturers in
problems of production end espccially to approve or disapprove changes in
designs or specifications that micht be sugpested in the interests of

asconony, improvement, or speed in menufecturs. Tbts chief funetion was %o

11. iemo for Brig- Gene Go Hs. Bret'b, Chief, ¥eat. Div., by f-{&jo Gen.

H. H. Arnold, C/AC, 17 Peb. 1939, in Lyon, Book 14.
12. Report of committee, I'aj. Fred §. Borum, Chairmen, 6 Jan. 1939, ibid.
13, Hot. Dive GO ?":8, 1 lerch 19393 GO ?;53, 1l .&Pril 1939, -
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speed up production. Conmbract Section was to do the actuel purchesing.

The vigorous chief of the new PES, !laj. K. Be W.i:}li'e,l4 built up
a stelf of meronsuticsl engineers, production enpireers, and business
men. In June 1939 he created & Production Control Bremch headed by Re Fe
Trimbach, an aercnaubticel engineer with Army experience, and compossd
elmost enbirely of production engineers, all eivilisns. This brench wes
cherged with estimebing costs of new items, estimating costs of design
chenses mede after memufecture had sterted, end reviewing standerd de-
signs with a view Lo bebter adapting them to quentity production--also
with keeping in contect with menufacturers end grenting minor devietions
in <3.es:1g,n.l5 The Corntrect Seotion, on the other hend, whether by aco-
oldent or design, came to be composed largely of lawyers.

The consequence of these developments, whether intended or not, was
that of the two sections, PLS and Contresct, only Production Engineering
hed the techniosl knowledse to say whether & bidder was competent Ho
menufecture e particuler artiols end--semethinz very essential under the
negotieted-contrect systen when it came into use--whet constituted a
repsoneble price for the artiele. By conseguence it wes principally
Production Engineering thet, insofer es Wright Field wes concerned, found
the sources of supply, virtuelly conducted the megotistions, and, if new
fecilities at goverrment oxponse wore indiceted, decided who should have

16
them snd on what scsle. The officers of the Contract Section were

14, Ile was essistanb chicd et the start end shortly became chief.

13. PES Qi No. 39-12, 17 June 1939,

16. Adequate support for this statement is lent by thc files of the
old Prod. Control Br., in Office of Manuf. Methods Br., RCS, WF.

a5 oo ".‘:,q
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refuletions end did not comtein jokers. Although this wes =zn essentiasl
and by no mesns insiguifieant task, Combract Sechkion, a3 far as the nmein
job of procurement was concerned, wes lergely shoved into & corner.
Yot, illogical es it mey seem; it was officors in Contract Section whe
signed the contresebs, whoe technicelly were responsible for their adminis-
Pration, end vino slone could zive legal ssnction %o chenges in them.ls
It if should se¢ fit, Contract Secetion could disrezard the edvico of
Production BEngineering section in meking purcheses end sometimes did so.
It very shortly become epperent thet & preat amount of detailed work
must be done in "processing! applications for poverrment fineneing of
now fecllibties. Tend sites and costs must be enslyzed, building pluns
must be studied to ses that they were sppropriste end not too lavish, end
tools nd equipment lists must be studied to see that only ibems necessary
To meeting supplies contracts were includeds. GStelffs in i/ashington were
not eguipped to do this work. PES abt .right Pield processed & few of the
early epplleations, but it wrs alrosdy overburdened with dubties end hed
had no experience with land end conmstruetion problems. AL & conference
held on 31 August 1940 in the office of Cole. Oliver P. Echols, Assistant
Chief of the !lsteriel Division, it was decided to give the new functiom

to Industricl FPlanning Section.19

The Indvstriel Plemninz Section (IPS) seemed best e quipped for the

17. Interview with Brig. Gen. 4. z. Jones, Chief ol Procur. Dive, Mete
Comd., 29 Iov. 1943, filed in ATSC Historie:.l Cffice.

18, A’F Contract Fandbook, 000,1=3, 213.3-5.

19, Totes by Lt. Col. Ps Scimesherger, Canief, If5, in Fuacile Br., RCS,
Gen. Proced. vile,
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function by virtue of forumer experience in mekin- industrial surveys
end factory plens. Then, too, it had 1ittle olse to do.zo It had bsen
the expectation thet, when !l«Day should cone, IPS should be gbsorbed by
Procurement.a The processing of fecilities epplications now gave it a
new lesse on life smd for a time became almost its only fumetion.

Ite. Cole Philip Schmeeber er, chief of IIS, was an effioient ad~-
ministrator and a stickler for rejularity in procedure. He built up a
well-knit, smoothly ruming organizstion. He prompbtly organized a
Feeilities Expension Brench end for momths geve it his close personal
at‘ben’cion.za &6 first the branch had o enlist the aid of architects in
the ofiice of the Fost Cuartermaster o review bullding plans.zs Bhortly
it managed bo et two compebent officers tronsforred from thet office and
to find others with architechurnl experience; it then set up a Utructures
Bvaluation Un.i.t.M IPS was long dependent upon Produetion Emgineering

and especially upon the enpginesrs in Production Control Branch thereof

20, 1IOL, Maje Be Es leyors to Toche Dxece, Mabe Dive, 24 Jug. 1940, in
Lyon, Boolr ll. Major lleyers said he had been reviewing the ac~
tivities of IFS5. ‘"Investigation disclosed that the Section « « »
is preparing industrial wer plens based on P.1.P. for 1939 +
The asininity of this procedure is obvlous in the face of o currcnt
procurement prograw objective which is in excess of the PJil.Pe ob-
Jective

Z2ls Brige. Gen. G. H. Brett, Chief, ¥at. Div., to "Dear Hap’ (2aj. Gen.
He He Arnold), 25 liey 1939, in ATSC 321.9, IPS.

22. Colonel Schmeeberger did much of his business in writing end mede
ccreful nobes on conferences snd telephone conversetions. He ap-
parently filed everything. His sctivities cen be followed almost
from day to dey in the files of RC3, 1F.

R3¢ I0I7, Adme. Fxess, wFs to Chief, lete Div., .,ashe., 22 Jen., 1941, Facil.
Bre, RCS, Fy Process. Proced. file,

24. 10U, I&je A. H. Harris, Chief, Facil. Expansion Br., 10 March 1841,
Taclle Bre, RCS, WF, Process. Proced. file; IFS Circuler Ho. 203-1,
15 July 1941, in RCS TP Circulaers file.

LA gt
Q‘ ' ir v -

row -

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958
X —

e ——

AAFES-40 ' 56

St g
for reviewing epplicetions for machine tools and equipnent. Evontually

it zot 1bs ovm Eguipment Evsaluation U‘::li‘l;z6 snd its own Tools Unit.27

L Applications for Certificates of Weecessity under the tox-amortization law,
when 1% was pessed, had to be studied and evaluated in much the same way
as applications for direct rovermment finencing, and a Certifications
Unit was established in Faecilities Expsnsion Brench to hendle them.za

Because of ibts former cxperlence in mekinyg industrisl surveys, IFS
was gble from the start to be of assisbance to PE3 in estsblishinpg the
necessity for sxpansion. It could often sugrest subcontractors. It
gradualily tool over the function of determining necessity, insofar ss
Wright Fleld was Involved, and eventually gaimed the prime responsibility.ag

The form on which memufacturers mado application for govermment-
finenced fecilities soon becams & lenrthy document, thanks to circumstances
and perheps Colonel Schnesbergerts thoroughness. The applicant must stats,
among other thingzs, whet he proposed to memufacture, the proportion of the
work he expuoted Vo subconbract, his presemt floor space and equipment,
whet additions he proposed, what proportion of the mew floor spsce would
be "productive" emd what "unproductive" (thaet is, space used for ade

ministrative offices, storaze, ebecs), how much additional lebor he would

25, Memo by Maje K. B Wolfe, Chief, PDS, 15 Feb. 1941, in Facil. Br.,
RC3, Process. Froced. file.

26. 1IPS Ol No. 48, 11 Decs 1941, in Facil. Br., RCS, Process. Proced. file.
The wnlt was orgenized earlier.

R7+ TIPS (Il Wo. B4, 25 Febe 1942, in Facil. Br., 205, Process. Proced. file.

- 28. lNotes by L. Col. P. Schnecburzer on telephone conversstion with

Cooper, QUSW, 27 Deec. 1940, in Certification Unit, Pacil. Br., RC3,
Proceds file; IPS Circuler Ko. 203~1, 15 July 1941, in RCS IWP Cir-

. culars fils.
29- IOIE’ Ghief, IPS’ "bO Gﬁief’ PES’ 2 Febl 1942, in Fu@il- BI‘-, RCS’
Gen. Proced, file. D
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employ by eetezories (such as mel. end female, "productive" and "un-
productive,” skilled, and semi-sirilled, snd umskilled), number of shifts
intendod, what criticel materials he would use in construction, what
tensporta.tion facilities were availeble, where end how he proposed to

zab power, light end water, the plan of finsneing he preferred, esnd, of
course, his estimaste of cost. The letter weas the most impor'{;an'b item.
It was broken down into four schedules:; I, land and lend improvements;
II, buildings; III, machine tools snd equipment; snd IV, portable tools
end sutomobive vehiclecs. The applicant must elso submit a preliminary
"Appendix A.® 1In this he gave such additionel informstion as he thought
wlight be helpful, broke down the schedules inmto lists of items, end
described plans asnd specificstions in deteil, perhaps with preliminsry
drawings.

IPS checkeod the application and sppendix "A" cerefully. This might
involve hevinz items of informebion investicated by distriet persomnel,
conferences vith the epplicant, frequent reguests for additionsl informe-
tion, and coordinetion with other sections. Estimetes of building cosbs
and of labor and oubput in proportion to £loor space were checked aguinst
‘lndicBSoso These indices showed average coshs per square fook for dif-
ferent types of strucbure, number of square feet per worker, output per
worker, proportion of workers in cach category, and other similer averazes
as reported by fecilities already in opercbion. Careful checking mipght
well result in scaling down schedules meterially snd thus save money for

the tawpeyers.

30, Idess on indices were gained from en erticle by T. Pe .right, Chief
Bngineering O0ffice, Curtiss-iright Corp., V50,000 Planes o Year « « ,"
Aviation, July 1940, pp. 34 ff.

L

1
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Afber IPS Led reviewed and revised the applicebtion and appesdix “a,"
it prepared the "processing IOM for the CGffice of the Chief of the
. Meborliel Division end hirher authoritiese. This wes esgenbially a Justi-
ficobion of the projoet. It stated the necessity for expansion, Justified
the proposed locsiion, showed that labor and trensportation would be
available, and defended the estimster of cos‘ss.al
. Experience soon revesled theb numerous speeisl matters of law, Army
regulebions, =nd business prectice vere involved in processing eprlicatlons
for facilitises ind negotiating feecilities contrects. There woerz, for
examples, the alce matbers of vhether reconversioan costs should be in-~
cluded, how "off-loesochold"” feeilities (railrocd spurs, power lines, waber
nmeins, etc.) should be paid for, the rorm of option, and the rate of
interest. To handlc wuch metbbers e special TPacilities Branch was formed

32
to operate in Cetober 1940 in the Judge idvoestets Office gt wrizht Field,

It functioned as & branch ol Goatract Section end later, when the division
wes formed, of Procureomcnb Division, litje Re e Larnon wes chief of
Facilities Branch and Cadb. Re Le Pastoer shortly became assistant chief.
Eoth served in these capmreities during the entire periol oir th. war,
Facilities Braneh end Industricl Flanning Section did en excepbionally
good Job of coordireting their scbivitiess.

Taeilities procurerent clso celled for participetior on the pert of
the districbu. jcocording to the old prs-.=Tiv plens, when th. dey should

came, proouremcnt weon 10 b. wecentrelized fron (rizht ficld to the districte.

. él. All bthese documembs, includins the spplicotion, eppe MA,Y and pro-
eesginy IUI, wert throuth s lon: process of evolution.
92a Ii. Dive Tiobice, 25 Jerae 1041, in ATSC 321.9, IFS: Froe. Div,
Hobice, 1 Jun. 1943, in Tecil. Office, TlS.
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Vihen the day did ccme, this simply ceuld not be done. 3 The districls
. had neither tho orgenizetion nor the persommele. Furthermore district
procursment would have been extremely inconvenient, espcelelly in the

esrlier part of the emergency when the prime tusk wes to expend the big

seronentical zad eccessory plents cnd line up big aulomotive snd other

concerrs o8 subeonbrictors thereof emnd expend their fscilities. Bome of
these big compsnies had brench plants in othor districts end proposed o
eroct new feeilities in other dGistricts from thas of the parent plant.
Prime contrector md subconireetor often were in different districts.
Morecver, the big compenies preferred to deel directly with .right Field
or with ueshingbon.

Hewever, the distriets were reorgenized and built up.sé: In 1859 the
former independont Inspection Districts vnd Procurement Flenning Districts
were consolidebcd into Frocuremcnt Districtss The old plenming personmel
rere shortly orgonized into Tndustrial Planning cections, end from btime
o time other sections and branches were sot ups. In genersl each district
ves piven on orgenizetion closely parslleling that of liright Field, end
eech section war given funetions in conjunction vith the corresponding
section et Tiright Field. Dach section in the district wes under the

supervision end direction of 1ts counterpart at wright Field, subject %o

3%, lobes on Industrinl ZTlemnine Polieies, 12 Dsec. 1938, in RC3 300.9,
Functions of IFS (Prewious Years); draft ION, Brig. Gen. Geo. H.
Brett, Chief, Maet. Div., to Aisst. Chief, 2 Jon. 1940, in ATSC 281,
. IFS. Io reocord has been found of r formel decision in favor of
centralized procurement.
34. @enerel sccount of distriet reorgenizetion in History of the Army
‘ Adr Forces Meteriel Commend, 1926 through 1941, pp. 20-36.
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the coordineting end supervisory pover of the district Supervisor st one

end end the Assistent Chiel of the lleteriel Division at the other. All
offieiul correspondence between the district end sright Field went through
these officers, and techmically the District Supervisor wes responsible
to the Assistant Chief for 11 the officiel esets of his subordin&‘bes.ss
With the imporbent quelificetion just mentioned, then, district In-
dustriel Plemnin-~ end Froduction Engineerine sections assisted their
counterparts et Viright Field in procuring facilities. In the earlier pert
of the cmergency end wer poriod, the distriet Industriel Plemning section
acted only on individusl metbters referred to it by uripht Field; applica~
tions end eppendix "A"s came directly to IFE, Jright Pield, without heve~
ing been inmvestizated or reviewed in the distriects, and representotives
from Yright Field went ocut into the distriets to meke independent investi-~
gations or visits and did not alweys remember to coordinate with ths
district offices. Later the distriets gained more importent func’bions.ss
The gpowing volume of facilities metters led %o the estsblishment
of & Facilities Section in the Cffice of the Chief of the Neteriel Divi-
sion in Veshington, on 25 Qobober 1940.5? Taje ¥ o Hopkins, Jr., wss
wede chief end Lt. J. C. Vaughen his essistent. They served long in these

capacities, durinsg the entire period of the war.se Facilities Section,

56. lat, Div. GO 49, 28 Dece 19393 L'at. Div. FOS No. 1, 11 Dec. 1941.
Ey en exception to the rule in the text, corrospondence might pess
directly between en fir Corps Factory Representestiv. and uwrisht Field,
with only copies to the Distriet Supervisor.

36. GSee pp. 1BE-GL,

7. Llabt., Div. Totice lio. 58, 25 Ceob. 1940, gquoted in F Tliotice, 1 Hov.
1540, in ATSC 321.9, IF3.

38. See below, p.l197.
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Weshington, end IPS, wrisht Pield, worked together very smoothly. Aside
fron the usual staff functions of prepering imstructions and framing
policies for IF3, it wes bho prineipel function of Iacilities Eection in
the capital to pet the prejects that had been processed et wrizht Fisld
approved by hicher suthority and the necossary funds “set up." On one
ocoasion Vsjor Fopking in s person:l note to Colorel Schneeberger sub=-
seribed himeelf "Your ilem Friday."

The fArmy supply services in faeilities metbers, as well as in
procurement in gemeral, opersted under the direction of the Assistbent
Secretary of .er or, as he was desirmebed efber Decomber 1940, the Under
secrevary of Lwre. From July 1940 on, Judze Robert . Patterson?g rilled
thaet key position. The Purchase and Contract Branch in his offlice dealt
with lspal aspects, snd Werren 5. Ege was made speciel essistant to the
Teder Secretary in the premises. A Faecilities Section, of the Industriel
Plamming Division, end en Industrisl Sites Board were organized To review
plans and lossbions. The imporbant roles of the Office of the Under
Socretery of Lar (OUSW) in facilities expsmsion will be emply illustrated
lzters

In April 1941 the Cffice of Assistant Secretery of Lar for Air was
revived, snd Robert A. Lovett was gppointed to the position. He did not
have sny direct officitl responsibility for expanding industriazl facilities,

but he partieipeted in many importent conferences relating thereto end

39, In July 1940 Patterion resigned s Judge ‘n the U. §. Circuit
Court of Appeals,.

40. The nomenclature was fleetinzy. Tt b.osme sueccessively the Sites
Location Bosrd end the Freilibies Board.
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gave much persoral assisbtanes to responsible officors.

The orgenizetion wnd procedursc for expsndine production facilities
flor Jir Corps meteriel at govermment expense meay now be briefly sum-
marized us they existed esrly in 19&1.41 They have conbinuved in most of
their essenbiul features unbil the time of this writing, as of the end
of the European war. There have been chen~es in nbmenclature, some shifts
in functions, snd some new agencies tnd conbtrols; these will be deseribed
later.

Liost of the big projects were originsted in Jeshinston in confersnces
and consultations emony Williem S. Knudsen, Under Secretery of War
Pebterson, key men in the feronauticsl Secetion of OF', Genersl Arnold
(Chief of the Air Corps), end Briz. Gen. Oliver P, Lohols (Chief of
tateriel Division) sfter 1 Docember 1'.2‘40.42 Other early projects were
initiabed by FPBJ, urizht Field. On an eerly occasion when OFL and Wright
Fleld did not see eye to eye on the expansion of certein plants, Colonel
Schneeberzer inquired of llejor Hopkins, .eshinzyton, whether OFl! had more
then edvisory powers. fThe reply wes, "lr. Xnudsen is in the driver!s

seab."

4l., The development of this procedure wes too complicated to trece in
detelil here. The zeneral process is well illustroted by the followe
inp documents filed in Facile Br., RC3, Process. Proced. f£ile: memos.,
Chief, IPS, 10, 15 Oob. 1940, on emergency plent facilities; LI lo. 89,
Chief, Hat. Div. to isst. Chief, & Cot. (file date 26 QOot.), on
"Procedure « o . Lew Plants or Imjor Expsnsiorns®; memo. for ASW by

. veting chiel, Ilst. Dive, 16 Nove 19403 Revised Memo. (on procedure) sas
. Approved by the ASW, 5 Decs 1940 (rejroduced as App. 1 below).

42. Geuerel hols was preccded by Brig. Gen. Carl Spasbz, who served less

then a month, end, borore Spastz, by Briy. Gen. Georne He Brett, who
. 2150 ked been very sctive in faecilities mattors,.

43+ Totes by Lbe. Col. r. Schneeberzer on conference of 1 Febe 1941, in
Facil., Br., ROS, Procaeci. .rocesd. file. OF ''s assertion of suthority
is also illustrated in memo. t'or Chief, I'st. Div., by T. Ps uright,
Asste Chief, ’ircraft wect., OFM, 15 May 1041l end memo. for 1. Se Erowrn,
Cr.ly by USu, 8 ey 1941, in Faeil. Br., 176, file on 07,
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At the conelusion of preliminery nesotietions, the menufacturer
was usually piven s supslies contraeet or letber of intent for wheac he
wes to produce with an "esceipe" clause roleting to faeilitie.. An escipe
olause steted in substence that, if thc ;jovermment should fril to provide
edequate fooilitios by a speeificd debe, the conbractor would be relieved
in vhole or in perbt oi his oblizesions under the supplies com‘.rsfc‘b.44

7rzed with ¢ wupplies contrset or letter of inkent end e preliminary
cormitnent with rerard 4o fecilitic., the menmufacturer then mede formal
application for froilities %o IFS, twisht Filold. IFS "processed® the
applicction in the rexner elrsady described srd sent it ond supporting
docurcnts, most motetly a justifiesteory letter, to Peeilities section,
vashinzton. If Froilitics Scsticn eprroved--end it rerrly alweys did--
its next step wes to seck the coprovel of the Chief of the Air Corps.
Affor Gezerrl Arnmold's approval hed been obtuined, procedure verice some-
vhet vith the plen of fineneiny proposcd or permitted.

If DFC finencingy wos indiceted, Fecilities Section now first soushi
the inforrel epprovel of key men in the Sites Locetion Cosrd, CUSYH, of
Aeronrutierl Section, OFY, end perheps of DFC. This seined, e sanguine
contrecior misht actunlly begin constructior. The Fseilities Zoction
nould then send the documents to the Furchese end Conmtreck Brexnch, CUSW,
vhich would sesure the preliminsry spprovel of the Under Sceretery and
nedertelio prelixminery pejobictions swith DrC rmd bthe memufscturer, with
an pir Corps ropresenbetive probrbly sibbing ine. These rnerotiations have

ing boen sucoussiul, Facilities Scebion would request formel spprovel of

44, +7 Conbract Hendbool, C€00.%.

uﬁ;,ﬁ';nv:r"" . 3
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all hisher subhorities. T o o
The Plexmin: Prench, CUSW, would now teke the project in hend end

secure successively the forwmel upprovel or bho Sites Locesion Doard of
0USu, the Division of Purcheses of 0FIf (Doneld Helson), the KDAC, the
Couneil of lcblonal Defense (& more technicelity), the Buresu of the Budret
ir the 0ffice of the President, end, finelly, the President. ifter the
President hed spproved, the Buresu of the Budget suthorized the llar Depart-
ment o sllecebe the fwmds %o the {ir Corps. The proper authorities in the
Tisr Departmernt mede the £lloestion snd notificd the O0ffice of the Chief of
the Air Corpse

The funds heving been "set up,™ the epplicent snd DFC negotisted a
lease arreement. A conbracting officer in the Alr Corgs signed s letber
agreement with DPC obligatin, the ar Depariment to reimburse DFC. The
Chief of the Alr Corps ond the Under Secretery of War epproved this "tseke=
cut" letter. ! copy of this lebber was sent to jaright Field. IFS pro=-
peeded Lo get & [insl appendiz "4" frow the contrzebor, end LFC proceeded
to supervise the construchtion end purchase of fecilities.

If the projeci celled for en emergency-plant-fecilities (EPF) contrsot
instesd of & DFC leese agreement, bthe procedure wes gquite similsr, except
of course for the informal, prelimirery, and finel negotiebions with DFC.
After the expediting funds had toon set up in the menner described for the
DPC plen of finencinn, the sontrect was nepobisted by Contrmet Section,
Wrizht Pields The conbrect wes then sent through chennels to the CGUSYW for
approvel. Finelly it wes returned to Contraet Section, drisht Field, for

execution, distribution, and a.dministration.%

—

45, Cherts showin. procedural stops iln ceses of UFC end EFF finsncing ere
gtteohod to ICL, Chief, Fecil. 3echt., Office, Chief, lieb. Div., to
Chief, IrS, 23 ey 1941, in Fseil. Er., PCH, Gun. Proced. file. For
one or these cherbs, €€ -Dp, 3 below. \

I | ‘
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Iff the project czlled for construction of = ple.n'b by the Corps of
Engineers, The procedure vwis the same £s5 thet in cese of the EFF contreot--
to end including the point of sebbting up funds. After that preswably
only & lease szreemernt need be signed bebween the Air Corps and the mesnufac-
turer who was to operete the plant.

Iff the spplicent wes not seeking direct govermment finencing at sll
but only tax smortizetion, the procedure differed materislly. The cor=-
poration went sheed snd built its facilities on the written or verbal
assursnce of someone in authority, perheps only of & prime contractor, that
the facilibies wore necessary to nationel defense. Then he epplied foor a
Coertificste of Necessity either +to the Tex Amortizetion Bresnch, Purchase
end Contrect Section, 0USW, or to Facllibties Brench, Contract seotblon, ‘
Viright Fileld. In either case the application wes processed in Facilities
Expansion Brench, IPS, Wiright Field. IFS made & recommendastion to Con=
tract Section as to the necessity of the feeilities to national defense.
Contreet Seetion in turn made its rocommendetion through Paeilities Sec-
tion, Office of the Chief of llateriel Division, ieshington, to the Tax
Amortizetion Bremch, OU3W. The latber sgency approved om behslf of the
Boorchbary of .ar end sent the spplicetion with the required certificates
on for the approval of ¥DAC. NDAC in turn spproved end sent the documents
to the Bureau of Inbternel Revenue-és It will be noted that the papers
did not have to go through the Sites Loomtion PBoerd, OUSW, or through the
Production Division, OFil. Fresumably the matter of location hed been taken

care of in lebting the supplies contracts.

48. Revised Memo {on procedure} as Approved by Lhe 4S/W on 5 Dece 1940,
in Facil. Br., RCS, Process. Procad. file.
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These procedures wers complicated, eve&fﬁé??%o:npliceted then here
desoribed, for some minor proceduvral steps have been omitted from this
discussion in striving sfber clarity. The complexity mey heve deterred
a few small menufacturers from seckins defense orders, at least in the
first yesr or so wheon the prosedure wes unfemilisr. ALt the end of a
long procedurel chart showine 25 steps in gettin: an EFF contract, some
wey in the Focilities S:zetion, ivashington, added & block inseribed:

“the memifacturer, happy bub weary. His trouble is now just s-barting."é'?
The procedure btook bime emd thus to some exbent deleysd dofense prepa-

reations, althoush it is rumerleble how quickly some big project could be
rushed through if w1l key figures spprovede The largest segments of the
whole period of btime were gbsorbed by the initial negotiabions and by the
offorts of wright Pield to persucde menufacturers to keep their estimates
i thin reasoneble bounds snd to present their plens in sufficient deteil.

From the viewpoint of protecting the povermment's finencial interest,
the organlszation and procedure thus briefly deseribed had the defect of
affording en cpplicant the opportunity of dealing with agencies separstely,
cne by one, oud of pleying one off erzeinst enothers If he should heve
trouble in getting o commitment from Wright Field, he might plead verbal
pssurences from Jishington or thresben to appenl to "topside." If e
decision was made in .ashingbton, which might not heve a1l the facts,
ixright Field hed to cerry it through. If promises were made by FBES or
Contract Scetion, IPS was morally obligated Yo keep them, although ifdb

had been comsulted in the firwt place it might have suggested = more

47+ Seo note 43 sbove.
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econonicnl alternative. Bir corporstions sent 1ell bslanced teams Ho
Tiright Pield or washingboa to nmegotiates the ftieams normaily heing headed
by business oxecutives ond memaed with lawyers, engineers, and architects.
They did not always meet movermnent teams and, when they did, the members
of the labtber were froquently unaccousioned Lo workine tog;eﬁher.48

A rather difficult mebier o iron oub wes the worliing relabions of
the Air Corps (as sponsor) and ths DPG, after tho lease Hyreement hed been
sisncde Various questions orose, such ag the voice ¢sch should have in
dotermining plems end spseificntions, auwthorizing chenses and overruns,
fizxing ronts cnd intsrest rebes, trenalorring the leasc from one less.e to
another, and lending or transferring mrchine tools. Of theso mabbers, the
nost difficult were changes snd overrunsS.

Beceuse ol differences in orgonizetion it would ha.e besn mors
ecomomical of bime wnd effort to permit D0 to suthorize necesséry chanzes
in plans cnd specifiosbions. DEC quickly built up & corps of residendt
ongineers cnd clweys hed on ensineer on the gite or olose by vhile a
facllity wuz being constructed or sequired. The Alr Corps as o rule did
not heve a representatiwe on the site, exeent possibly for en occasionsl
visit, unbil the facility wus in operstion. DPFC had hsd en advantage ovor

49
the Klr Corps in building up a field sitaff, Tt did not have to weit for

approprietlons &5 did the Alr Corpse. There was only one DPC for tho whole

48, B8ec Froour. Div., 4750, fmousl Reporbk, 1944, pp. 3-5, 14, and
Chart 3, in ATSC Historical Uftfice. BSez boelow, ppe 285-226.

48, Colonel Schnecberpger on several occasions unsuscsssfully vecommonded
provision for pubting roprosentatives of IS8 on the sites during
construcbkion, See, e.., notes on conforence uith Chief, Pacil.
Beot., O0ffice, Chief Ist. Div., 1 Pch. 1941, in Feeil. Br., RCI,
Froczss. Proced. file.
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country, while the Alr Corps was only one of several supply services.

Also, perhaps beczuse it was not limited by .[amy traditions of chein of
command, DFC gave itc resident representatives larper authority to saet
on their own responsibiliby. However, the Air Corps was putbing up a
large portion of the money and thersfore insisted upon beinz consulted
in the matber of chanzes. It wes responsible for produchion. Moreover,
if a change in plens end specifications should result in the costs ex-
oseding the estimetes, it would have to 7o through the whole tedious pro-
coss of [ebtbing edditional funds allossted to the projest. IFf the Air
Corps tried to avoid the latber difficulty, es it sometimes did by allow=
ing liberally for "contingencies" in making the original estimates, -the
manuf'acturer usually tried to spend the conmbingencey fund, snd DEC was

not always as zealous in probecting the fund as the Air Corps thought it
should be.

Problems such as these of chsnges and overruns were settled emicably
enough by conferenccs and correspondence emong officials of agencies con-
cerned, most notably Colonel Schnesberger, werren Se Eve {Special As-
sistant to the Under Szeretary of sar), John Snyder {Vice-President of
DFC), Hens Klagsbrumn (Counsel of DPC), end Y. L. Drager (Chief Pnzineer
of DP3). It was azreed that the Air Corps slene would heve responsibiliby
for approving the originel plens and specifications. DPC representatives
might, without reference to the IP5, approve chanzes provided they did
not increase the over-sll cest of the facility, of Schedule I, of Schedule
Il, or of the coxbined total of Schedules II end IIT, or if they did mnot
materially alter the character of the facility. Obher chenges, as well as

transfers of leases snd loans of tools and equipment, had to be epproved

. e
G,“T‘J.&fy’.:j{%,a
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by both DPC end IFS. DPC was to submit a monbthly progress report to

Materiel D:'Lvision.so

Since epprowvals of the agencies micht be given in varying sequence,
contrectors learncd to play one sgeuncy against the other. Continpencies
continued to give trouble. Other minor differences inevitsbly occurred
as time went by. To facilitate their settlement, DPC finally at the
suggestion of IFS stabioned a repressntetive, C. C. Ven Vechten, in IPS.SI
His tact, care, snd sound judgment were very helpful in keeping relabions
between DFC end the Air Corps smooth amd friendly.

Vorking rulabions bebween the Air Corps end the Corps of Engineers,
when the latber was construeting facilities under Air Corps sponsorship,
were similar to those botween the Air Corps snd the DiC. But the Ingineers
were slower in getting facilities started than were private concerns urder
DFC supervision, emd they cherged the itir Corps a percuntege of the cost
of projects for their servicss. This irired zome pdr Corps officials,
although it cennot be proved that facilibies built by the Pngineers cost

more then those privetely constructed. Ioreover, the FPnzinsers usuelly

withdrew from projects before they were enbirely complete. This wes in

50. The development of this formule oon be traced clmost doy by day in
the Process. Proced. f£ile of Facil. Br., RCS, F. See ezpecially
exchengo of letters between 1/illion larbury, Jr., Conbract Sect.,
Office, Chief, I'tt. Div., end John Suyder, 17, 18 Yov. 1940; Revised
I'emo {on procedure)} es Approved by the ASW, b Doc.: nctes by It. Col.
F. Schneeberser on corference in .ashincton, 24 Pebe 19413 ¥/ Se e
to Lts Cole F. Schmecbercer, 1 iaren {1941); dralt, dated 24 I'arch
(1941), of letber exchenged bobtieen DFC and OUSW: w. L. Dreger to
Assbe Chiof, Mate Dive, abb: IFS, 20 June (1941). !inor chenzes in
the arrongenent 1ere meds lobers

8l. ICY, Lt. Col. Do Ae Grohes, Chief, ‘dmin. Br., IES, wWFs %o Tacils Br.,
RCS, in latter's Gon. Froceds file. Venm Vechton esteblished his
offico ot ,rizht I'ield on 3 Lerel 1042,
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eccord with wpolicy. Ib ensblod the Ingincors to use thiir limited staffs
to better advantage; elso it pave the privete lessces who wore to operste
. the plents e frcer hend in selecting cnd arrenging tools snd equipment,
thus ubtilizing their “know-how" in such metters to better sdvantagze.
withdrawel of the Engincers necossiteted, however, negotistion of specisle
facilities conbrects to completo the plenis. For thess ressons, elthouzh
opinion we:s divided on the subjech, Jir Corps project officers in generel

7

preferred +to worlk with D¥C.

Mnother metber of imberagoncy reletionships thet hed to be worked oub
wes the spomsorship of expension of those facilities which were desipgned
to produce both for the Jrmy Alr Corps wnd the Havy Bureru of Aeronaubiocs.
This wes settled emicably st the start end pave surprisiogly little trouble
thereafters At & conference held in the office of Brig. Gun. Georpge He
Brett, Chicf of listeriel Divlsion, on 10 Oclober 1940, it wes decided that
in eack oase sponsorship would be by the service which would cleim the
larger shere of the product end, where expcditine funds should bo used,
expense would be divided betweer the tro in the scme proportion as the
product should be divided, messured necording to value.sa In actual prectice

the fir Corps oxpended epsroximetely the stme emount of expediting funds

for faclilities to produce materi®l for the lavy Burewu of feroreuties ss

52. 107, Chief, IFS, to Chief, I'eeil. Soci., CGffice Chief, Y¥mbt., Div.,
28 July 1941, in Feeil, Er., RO3, Gen. Corres, file; &reft report of
ile Jo Heery to Dop. Chief of Steff, et., Comd., 27 July 1943, in Pacil.
Ere., R0S, Gen. Froced. file; interview with Brip. Gen. A« Z. Jones,
Chief, Procur, Div., liat. Comd., 29 Wov. 1943, in ATSC Historioeal
Offices Stenographic report of WF conference of 11-13 Jen, 1944, p. 14;

. TvX, Chief'y Facil. Sect., lNiste Live, wash., to Chief, IPS, 25 Peb, 1942,

in Focile Br., 125, Policy file.

53, lewo filed as of 10 Qots 1940 in Facil. Br., 08, Gen. Corres., file:
nctes by Lt. Col. P. Schuecberzer on telephone conversstion with Iaj.
Fo Mo Hopitins, 1B Jen. 1941, in Fscil. Br., 205, G n. Froced. file.
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the Buresu expended for feeilitics 4o meke materiel for the Air Corps;
consequsently, neither servicc oalled upon the other for :z%e:i.z:ﬂ:mrsemen"h.E:’4E

A scacvhet more difficult question to setile was what agencies should
expend or sponsor the expenslon of industries producing mederials for
mmitions (as distinguished from munitions thomselves) such as eluminum,
magnesium, steel, synthetic rubber, snd plasties, end those industries pro-
ducing "eommon components” of different types of munitions, for exemple
sperk plugs, maspetos, gecrs, end volves. The genersl principle adopked
was that expansion of any particuler branch of industry should be spon.sored
by thet servicc which would have ¢ prepondersant claim upon the product of °
the industry. Proponderent inberest was somebimes difficult to establish,
and there wes & considercble smount of pulling end tuzging emong the
serviocs over somo brenchcs of industry. Some expesmcions were nede by DPC
or RFC without the sponsorship of sny supply service srnd in some cases OFH
or its successor, the \Jar Froduction Board (WPB), acted as sponsor. TUnder
the penerwul arrsusement the Air Corps, in the eerlier pert of the emergency
pericd, scted us spomsor for the expansion of the aluminum, the mesrmesium,

end other branches of industry producing maberiels of which there were
¥ B

55
eritiecul shortages, Loter, sponsorship ior oxpension in some of these

b4. Lemo for Lt. Col. H. A. Friedlich, Chief, Contrects and Feeill. Div.,
CUSif,. by Brine Gen. Fa 1. Hopking, Jr., 22 Decs 1944, in Facil. Bre,
128, Policy file.

6. Or this whole subject sec BAP Historicel Study (in preparation),
"Lizht lletals snd Other Criticel Airoralt Jeteriels: the Participetion
of the Army Alr Porces lleberisl Commend in the Expansion of Faucilities,
Production Control, Development, tnd fonserveabtion of Lirht lletels and
Obher Oritical aircralt lateriels during the Fational Bmnergency.' The
draft of the study wes propered by the ATSC Historical Cffice in Auge
1944. To aveoid duplication of affort, matbers diccussad in the dbove
monograph are considered in the present study only bo the extent
necessary Tor clecrness.

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958

ALFHS-40 N 72

!
T T .
meteriels industries vms tolen over by WIB. e e

Theres were to be mumercus chonges laber inm the orpmnizetion end
procedure for eoxzpending industrial facilities, but none of great conse=

guence until after by far the greater pert of the industriel expension

for wer purposes hed been acoomplished.

e
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PROCURIITHT OF ATR CORES FACILITTES
. 70 DECE BE% 1941

. Tho first big feeilities contracts were sirped in The labe summerx

of 1840. AL thet time the Army, lswvy, end British procurement progroms

called Tor approximetely 33,000 plenes by sbout April 19-&2.1 The pro=-
ductive ccpecity goal for all services wes tenbetively set at 50,000
planes & year tnd wes to be echieved by an indefinite dsrbe.2 Current
productive capacity wes estimeted ot 10,000 plenes & yesr, at the hirhest;
our planbs were not then operatinzg eb maxinum capaciby.

For » couplo of months the officials responsible for the procurement
of facilities pave proctically sll their atbention to airframs-assembly
and ensine plants to tho commarotive neglect of facilities for propellers,
turrets, end other i'bems.a This wes as it cshould bai for the engine snd
asseribly plants required, e longor period to build snd tool. Procurement
staffs were small, procedures were new, contract forms were being deviseds
Firet things must come first. It is doubtful that the steff concernsd

with feeilities ever worked under prester pressure than they did from late

4
sumner of 1940, on inbo the summer or 1941,

1, Iemo for VWillism S. ¥nudsen, UDAC, by R. P. Potberson, AS/W, 10 Auz. 1920,
in Lyon, Book 47. Obthers steted the progrems with minor wverisbions from
this muber wnd date.

2+ The Fresident's messuse to Congress, 16 Moy 19403 T. P. Wirizht, "50,000
Planes o Year., How ITuch? How Lonz?," Aviabtion, duly 1940, pp. 34 £f,
Thet not &ll hizh officisls book tho Presidont's goal seriously may be
secn in numerous deecuments in  Lyon Book 37.

,. 3. lobes by Lt. ol. P. Schreeberger oi conferencs held in offiece of Col.
0. Pe Lchols, Asst. Chief, lste Dive, &1 Auz. 1940, in Facil. Br.,
RC3, Gene Correse filo.

4e Lbs Cole Pe Schmecborger to R Uie Clark, FDAC, 26 Now. 19240, in Pacil.

Brey RC3, CGen. Correse. file. -~ -. ..
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The procuremont anthorities turncd first

compenios. Thisz sction was dietated by the cirecumsbences that the big

o the larger seromeuticsl

conpanies had designed snd vere developing the planes the Air Corps wished
to buy and must buy and thet only they hed the seronautical enginesrs who
kmew how to desizn snd bulld such planss. lorsover, it took big plents
Ho assexnble big planes .5 The Alr Corps felt morally hound by its agree=
mont of 1938 to use subomobive concerns only as subcontractors to the
aeroncuticel companios.s

Both the Alr Corps end the HDAC Alrplene snd BEnrine Section exvected
in the summer of 1940 o be able o achleve the deslired cepacity for pro-
dueing eirfreomes by expanding the facilitiocs oi the soronavntical companiese
They undertook to increase tho floor spuee of ssserbly plants by 200;i--
approximately 2507 in case of the lerger compesnies end only 60% in cese
of the smaller ones. By placin: theso expended feeilities on & three=
shift basis, when the cmergency should demend, they could pet an increase
in production of shout 4007 over current preoduction end thus an oubput of
the desired pumber of planes. Since these caleulations involved only
straizht multiplication, it is clear thet the suthoribties expected the
production of sirplenes to remain largely & hendtool indusiry; they mede
no allowancs for thoe further inbroduction of methods of quantity productiom.
They believed the smcller compenies could best serve au maker:s of training
end light carso planes, leaving the combat plenes end heavy transports to
the lerger concerns. They expszceted the componies to inerease btheir cur=

rent rabte of subconbtrecbing somevhat snd expected bo exzpsnd the fecilities

5. Dato prepored for use of tho ¢/AC end Chiof, Mabte Div., in eppearences
before the Trumen Committee, filed under date 26 farch 1941, in Lyon,
Book 69, Tt R

6., Ses p. 17. T e
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of' subcontractors, although not necesserily in the seme proportions.

The £irst formal letters iere sent out on 15 July 1940 from the
Office of the Chief of the Air Corps bo thirteen compsmies allocated o
the .az'my.a In most cases informal negobiations had preceded. The letters
stated whet the Alr Corps ezpected the respecilve compznies to moenufacture
amd requested their estimates of mew buildings wud mechinery required o
neet the proposed schedules, fizurins on the bosis of two eishb-hour shifts.
Hegotietions procecded apace. Before the end of fugust tho proposals of
five of the companies had beun processed and the approvel of pizher aue
thorities securcd. The expansion proposals of six others were epproved
in Scpbember tnd those of the remrs,;imng tio in Qcuober. Facilities con-
tracts, in ceses vhere govermment Iinencing wes chesen, were signed on
various detes frem Avgust to Docember.

These early decisions largely set the pabiern for airframe construc-—
tion throughout the war snd, therefore deserve individunl mention. The
Boeing tirplene Combeny undertool Ho expand its Seattle plant st en origi-
nally estimetod cost of :17,368,849.450 for the purpose of increesing its

. 9
production of B-17!s, and to build at .ichitn, fens. ¢ smaller plent

Te IDAC, firplcne Division Report lio. 4, 1 July 1940, prepared by
To P, Lrisht and Ae E. Lombard, dres in Lyon, Book 22; memo to AS/W
by Lt. Col. Ira C. Doker for C/AC, 17 June 1940, in Lyon, Dook 42B;
article by T. Pe wright eited in foobnote 2.

8. Infex of early correspordonce, filed as of 10 Sep. 1940, in Facil.
Br., RCS, Gcn. Corres. file; Uwr. Georpe J. liead, Dir., Jjieronautieal
Sect., 1DAC, Lo Brig. Gen. (corne U. Brebbt, 1li \uc. 1940, 2bid.

9« The gmount piven is thet of the original EFF econcract vithout interest.
In the usuel cose Ghere viere chmjes, later wdditions, tmd overruns.
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(13,367,94%) for the purpose of maliing sub-assemblies.lo The Glern L.
Tertin Compeny undoriocok to enlerge itz Middle river (B.ltimore) plent

by sbout 50% (422,578,503.50) for the purpose of constructing B-26

medium bombers snd increcsing produetion of Ifavy rBi''s and other plarves.

It vas alsc promised & lerge new plent ot mxother loortion Ho bulld ed-
divional B-86'5. lorth fmeric:n ,¥iatlioan wes to heve new tools for its
Inglewocd, Calif. fachory ({32,270,405.77) to emable it bo moke B=-25 mediwm
bombors. It was also to hev: e new plant at Dallas, Texes (§7,133,508)

in whieh to meke cdvencod trainors. The Douglas firorprt Compuny enzesed
to construct & new fecbory in Long Beach, Calif. (}11,372,730) wnd o neet

o sehedénlo of 330 Ji~hi bombers (A=-2013) = mo;rbh. The Looltheed Alreraft
Corpor-tion, wnich hed vlready becn oxpuanded considerebly under Bribich
auspices, wes o nalle & forther snoll oxpansion of its facilitics in

ordsr Lo incrosse produchblon of F-38 [ivhbers from 22 m nionbth bo 125. The
Bell Airersyt Corporation cusised bto add o now asseibly plent co ibts exishe
iny foeilities in Euffelo (i'1,023,200) to cnoble it to increace its scheduls
of P=-32tz, The Curbiss—-.rirht Corporation pot +the lorzest oxpansions. It
wes o expond its Buffalo facilities end build two now facbori.us, one et

8%. Louls rnd Ttho other at Columbns, Chio, for the purposo of imeressing
productioa of P~40%3 end other airplone.. The fira: contracts for the thres

Govaled (87,078,000 The Ropublic Avietion Corporstion agreed to mske a

10, Daba for this sbebomsnt nd the similer ubebemenbs which follow in
“regerd bo other projects heve boen collechbed fro:. verious sourccds

Tne principal ones cre correspondence with the verious companies,
on file in Wreile Br., B03, WF, under names of respective compenics;
"Tentotive Report on llow Frodustive Copeeity « « « L2 Sope 1940,"
in Feeil. Bre., HCS, Gon. Corres, file; a roport of Ghoe treusactions
of Pacile Br., froeur. Div., W7, to 1 llny 1943, copy on file in
Historioal Qffice, .73 A'F Feecilities Uxpansioas, .babtus, FProsress,
ond Performencz, wn mon'bhl;ri:(.-q}ln‘r:c vropared Dy RC3, &,

o e et ST ey

[ e i[-, E p_‘y‘n
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purpose of increesins its oubput of P-47 fishbers from 15 to 85 a ronbhe
Tultee Zirersft, Inc., undervook to expond ({14,269,793) itc plent in
Lowmeys Cslif., uherce it mode bnsie tralners. Ryan Aeronsutical Conpeny,
Sen Diepo, Fairchild Ensinme end Aireraft Corporation, Hagerstown, Tdes
and Beech Alreorsaft Corporsbion, wilchits, Hens., sll of whlch were to
manufacture troining plonos, received smeller expansilonss Consolidabed
Aircraft Corporstion was ellocabud princlpally teo tho Kavy. OSeveral of
the smoller cirplenme compenios iere not <iven new fecilities at this time,
lozotiations with airplane capine menufecturors moved somewhat more
8101#3-5’-11 The izt Aoromouticsl Corporstlon wes suthorized in August
to build & new plent at Locklord (near Cincinnati, Chio) at an estimebed
cogt of over 337,000,000 for the purpose of mswufachburing R-2600 engines.
The Fackerd Motor Cer Company engazed to convert & Ietroit plant to neXe
Rolls Royce V-1630 (Ierlin) encines, two~thirds for the British, one-third
for tho United States. Thoe original nlan colled for en expenditure of
GE0,000,000 divided in the seme ratio, ond the United Staetest poriion was
processed in feptember at (8,000,000, ALllison Division, General llotors
Corporation, Indisnspolis, made en equally large exponsion. IDAC managed
to bring in the Ford Ilotor Compeny in Sepbember, &s a licensce of Prath
and jditrey, to build & modified worsion of the P .- i/ R=2800 ensire. Ford
was to have & newv plant adjacernt o ibs River Roume plent at Dearbora,

Miche, originally estimated to cost /.21,712,120.43, The Lycoming Division,

11. Iemo for Williem S. Knudsen, by Re P. Pattercon, US/W, copy inclosed
in IGI, Chief, i'at. Div., %0 Calef, IPS, 10 April 1841, in PFacil.
Br., RCS, Ford lotor Co. TYpsilanti corrcspondence.
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Avietion Corporrtion, zob en emergoncy facilities contreet in emount of
$15578,991431 to ool wp its plant in Villiemsport, Pas., o make Z-S30
engines for treinlng plencs.

A few of ths companies named above chose bo finence their own ex—
rensions tnd cmortize tho costs for tex purposes, wost notebly 4llison
Division. lbst of th.m, however, applied for goverrment financing. The
esrlier contracts were of the emergency-plapt-facilities (EPF) type, but
shortly thereafter DPC {inancing ssserted ibs superior atérectiveness.
The emounts of thu first contr:rets werc usuelly points of depariture rather
then absolute limitabions; seldom did & company keep within the original
estinntecs Iarge as were the costs of these early expunsions, they were
strll coupored with costs of somo of the labter ones.

As soon as the compenies got their contracts or letters of intent,
or even earlier, thoy hestened to bozin construction and to plece their
orders for mechine tools. Similer ezpansion was beinz nede for the pro=-
duction of other items of munitions, such as ordnance snd nevel vessels,
Orders for the new defonse plenbts, in addition Lo above-normol pescebims
demonds, put o strain upon the machine-tools indussry, especially the
more favored firms. Tae indusiry was loath %o expand lest tho boom should
not leste It drew heavily upon subocombrsotors ond, perhaps in en efiort
to stave off compulsory priorities, besen of ibs owm aceord to pgive pri-
orities to orders for defense plents. The public began to speak of a
"machine~bools bobtleneck,” the flrst of a lony list of bottleneaks.lg

The fact did not escape nobice, however, that it wes only the general

12. Ilew Republic, 103:730 (9 Dec. 1940).
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machine tools industry which was beoing pushed. tho so-called Zeaptive®
tools industry, that is, shops that served perticuler branches of menu-
. facture (most notably the swbomotive), hed not yet been draim into de-
fense work in any lorge Woye
it this juneture ceome demends thet our ¢irplene prosrims be ln-

creased, Tho Rabble of Britain with its revelations of the effecbiveness

of boxbing put nsv emphasis on tho need for bombers. Defonse Commissioner
Knudsen spoxze of 12,000 bombers, a number not included in current prozrims.
&% the heipght of the presidentisl ccmpaisn, President Rooseveslt promissed
Grest Britain 20,000 sirplenes.

On 15 October Xnudsen eppocred before o meebin: of aubtomobile md
truck menuwfacturers in Ilew York City, orlled &b his instance,ls and on
the 25th before o lerser mesbing in Detroit which included ulso repre-
senbotives of the body manufacturers, the parts and equipment menufseturers,
end the btool end dic mskers for the :'t.nrius‘!:r;,r.l4 He told the assembled
nanufacturers thot the vastly expended nirplane industry would shortly be
overtaxed, Yend the bottleneek is tools." Speeifically he asked the
monufacturers to pive "consideration’ to subordinating model chanzes in
1941 %o the needs of the eirplane programs He asked them Lo teckle the
possible diss end stampinys for four thoussnd 4-motor bombers, wolshing

40,000 pounds gross, audeipht thousond 2-mobor bombers weighing 24,000

15. iccount of Iew York moeubing and cell of the Ietrolt mesting in
Automobile Ncnulecsurers Assoce, Fresidentts fefense Bullebin [ioe l,
17 Gobs 1940, copy on £ile in ATSC Historiocel GL1iice.

14, ™all rewort of Lebroit conferenc: by an 0 oflficer, 29 Octe 1940,

. in Tyon, Eook 48, also lubogalenufs. Lssoc., Ifresidentts Jofense
Bulletin Hoe 2, 25 Cobe lu4 ‘f‘*d Jubocquent mubers. sec Appe B,
Bolow, for jaudsen’s stabsn) in Dotroit.
T e -
L i iy Y]
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pourds [ross, asscrbling to be done by cirpleno momifecturers® snd to

“gonsider not only pieces but sub-asserblises.” T'e ssked for ¢ stecering
«. sormittee of four frer. the auvbtomotive industrie. to worl: with <two men

from the tirplenc menufecturers in studying the production problens in-

volved in tremsferring monufecturing ' from bonch to mochine." He asked

for & survey of "eguipmont now in place™ for dic work end of "plant facili-

tizs availoble for ji; sosembly of ninor ssserblies such &s winges, silerons,

tell surfececs, rudders, obc." IFe acked for en investigetion of the fory=-

inzs cituobion, both eluminum end gteel, end of faecilities sveilelble for

nechining ouch forginss. invdson srid pothin: ub these usetinns about

novr facilitios. Tho urdersbawcing ves thod ths couponics s.ould necd no

newr buildinns and for the time, ot lesst, wenld use beools elrcedy on hand

rrd sush Sooles e their orn tool end dio mekor: covld provids. Later,

vaen bhe tools situstion should heve eased, they might -ot new machine

1%

tools.

It is to bu nmoted thet Imudsen did not sok The sutomolive indusiry
to convert for sirplmne prodvebion in eny vholestle fschicne e did not
ock the indugtry to curtail precduction of motor vehieles in muy degree.
Hic objectivo, o shboted, was e limited ono.

The rocord indicetes thebt the initiabive for the cutoriobive pro~rom,
linited os it wes, crre from imudsen himsolf raokher then the 'ir Corps or
the wor Departmenb. Th. idr Corps hed sskhed for tuo mew fovermncnt-ormed

borber plents for stond-by purposes, ome for esJemblin~ leevy bonmbers,

. 15. Report of 20 Oct. 1840, per. e, in Lyon, Book 4.
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the other mediums,., HKnudsen proposod ubkillsing the smtomobive compenices
to mele partc rnd Dsisted that the corpenies /nlch were to operete the
asserbly plenits must heve orders both to enlist their interest in the
plents end 5o bulld up working orzanizations. The Jir Corps, mors or
- less roluebonbly, wrons alon;.la
The maliers of motor wvehicles, at tho New Jork meotin-~, pledged them~
solves "to render their prodactive Pmeilities evailable to the Nationml
Lefonse Frogrex to the extent thelt these moy be ubilized" snd resolved
"Thet in this periocd the memufecturers of mobtor wvehicles, the tool snd

die malrers cnd sutonotive body producers should subordinate wori on

sutomotive moedel ehtnrses to the necessities of the Jefense Frogrem end
spocifically to aviation procurenent."ll? At Usbrolt the assexbled monu=
facturers created sm "Aubonotive Cormittee for Alr Defense,™ which, in
turn, wes to develop an orgonisation to mele the requested surveys end
rroéuction studies. Thu govermment bore the expense. .risht Teld ond
the Glenn L. Dartin Compeny senbt mumbers of dotailed drawvings end actusl
perts te Detroit, which werse exhibited uwo elizible persons et the head-
18

quarterc of tho Aubomobive Commithes. The Committee retiined ./. Fe

19
Delrogt, asrovautiocal cngineer, cs tochnical sdviser. The menufacturers

16, The Air Corps' purt in the dinception of the so-celled fubometive
Freogrem ean be traccd in Lyon, Dock 48. Bee especioelly meno for
P« P. Patterson, .8/, by Nri. Gene He He fArzold, 4 Octe 19403 momo
for $AV by General Arnold, 26 Cot.; end "Hotes on the Construction
of Adreralt Feeilities," filed as of 14 Qct.

17. Printed text of "A Resolution Offering Automotive Industry Facilities
« » « Adopted ot a lleeting in lew York City, Getober 15, 1940," copies
in ATBC Historiesl Gffice smd Lyor, Book 48, Tie italies have been

. supplied.

18+ Auto. lonufs. Ascocs., Presidentts Defense Bulletin Xo. 3, 30 Cob. 19403
interview with E. A. Burdc, . onULe | ©CHOUS Bres RGO, Who served es
& vright Pield representative,

19. Ifutbto I'enufs. Assoc.s Fresidentts Defense Bulletin 10e 6, 5 liove 1940.

f
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wore informed that the B-26 end tho B-24 had becn tentebively approved

for stemderdized construction ci' subsssemblies by the sutomobile companies.

The sctions of Enudsen snd the motor-vehicle merufeeturers, which
woere perheps too well played up by the press, stirred public imajinstion
end caused sreat expectabions.zc They no dovbt also had something Lo do
vith the emnouncement of the “Reuther Flan."

In December 1940 Lelter Reuther, sn officisl of the CIQ0 Unibed
Lubomobile Viorkers of Amerieca, outlired a plan vhereby, he soid, the
eutomobile industry within six months could be twrming out fizhter plenes
at the roke of 00 « dey ard thet without interfering with normel pro-
duction of mobtor wehicles. His plen wes prediceted on the over-sxpension
of the sutomotive industry. He seid tho industry wes equipped to turn oub
8,000,000 cars end trucks & yeer but metuelly produced only 4,000,000,

The essentiol festurss of tle Reuthcr Plan were these: (1) forpoing the
customery medel chanpes for tho aubemobive yecr 1942 in order to relesse
thoe tool wnd die nekers for tooling up the plents for cirereft production,
{2) "pooling® the machine Hools of the imdustry co thset specific tools
could bo moved frou one plant o wnoilier es needed, :nd (3) formabion of
& menegement-labor cormittee to supervise the institution end worlcing

of' the plan.z:l

It is evident thet from the viewpoint of the procurement suthorities
the Renther plsm wes based upon misconceptionse First, the sid of the

aubonotive indusbries wos being sourht for tho production of bombers rather

20. Business ek, 2 Nov. 1940; Ilew Erpublic, vol. 103, p. 659 (11 iov.
10407, eud p. 868 (23 Dec. 18400
21, Time, 30 Deec. 1840, p. 13; Nev Popublie, 104:256 (17 Feb. 1941).

P
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then fizhters. Second, the .ir Corps felt morelly bound by sgreement to

= 4

employ bhe eubomobile concsnies only es subconbracbors ol the ameroneubical
firms, Third, the procurement authorities were not envisegine the need
for producticn of sireraft in such vast numbers es Reuther claimed to bo
possible, However, tho Reuther plem hed obvious merits. That the aubo-
wobile industry had grest surpluc cepseity wes commonly known. Its

tool and die mekers were not currently entesedin dofense work slthough
they were bedly necdede fnd a large proportion of eutemotive tools could
be adepted to aoronsubicul work. This Knudsen hed slresdy assumeds IE
hed alresdy boen de~onstrated in sever:l individusl csses, where firms
had telren subcontrpets for sirplene perts nnd had worked production rizht
into their repular production 1:1nes.22 It was emply demomstrated when,
after the attack on Pearl Harbor, thc sutomobile industry wes foreced to
convert end did so to a remarkeble dezres end in a remcrkebly short ‘t:im».23
Certein high officials in the lsr Deparbment and the IIDAC were ssid to be
favorably impressed by the Reuther plon, bubt eventually it was rejected

in toto.

The esutomotive concerns vere nob drovm vory far into defonse work
before the declarstion of war in December 1941. Tre industry produced more
cexs end trucks in 1941 then in eny former yecr of its history cvxecpt 1929
end Aid nobt taper off production until late in the yesr. It thercbhy used
materials, skilled leber, engineorin~ talent, end hishly sblo menegers thet

might otherwise have becn employed in the production of munitions. The

Fab}
0
.

Ee Ts Hellor, president of Ghrysler Jorp., told the Debtroit neeting
of Chryslorts exporicnco. Repors, 29 Got, 1540, in Lyvor, Eook 48,
Felow, pp. 120-124,
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industry tooled up for 1942 models ond until tooling s corplete (about

&
Cotober 1941) lersely 1ithheld its tool and dic meker: from defonse work.
Tn the nain, insofer re aubteamctive concerns vere draim inte defomse work
et 211 bofore Porrl Harbor, they zot new tools and mew plunts, although
therc were numerous cascs of partisl conversion.24 whet was true ol the
sutomobive industrr ies also true of tho obthor durablo -~ocds industries
that produced for tnu coxpetitive eivilizn morket.

As the defenge pro-rexm lasped wnd especiclly aftor tle oubtbree: of
wer, when pecople becenie wore wrare of derieiencles, thiro were eriminations
and r.oeriminctions ovor the delay in conversion and demends that responi-
ble heads roll. bwere ley the fault? The explanation wes not simple.

For one thins, in the fall of 1940 and for months theresfter, the
Alr Corps, as one service, simply did not have rdequete desins Pfor all-
out preoduction, cvlithouzh presumebly it could provide th m es fost es
fecilitios could be provided.»gE Camingars wore workin~ clmost nisht snd
daye

fmbonobile fmctoricy oculd not be used f'or cvirplene asscebly plents,
ah locot not without extonsive alborstions. They did not have nrest
enoush clearences or lony enoush asscrbly linese. If new assenbly plants
must be builb, there sios no groat point in hestenins oomversionm of tho
autoumobile Lectories for the purposs of melzinz pards :tnd subessemblies;
for it would bolie considersbly lomzer 4o tuild snd equin the new as-

o

a3
sembly »lonbts, Inudsen estimabed the Tirc at 20 months. It actually

24. S. Dlopb. ios 420, 77 Cong., 1 ses8c., app. II, nb. §, ppe 191 ff,
{oraon Comnittes ).

2B, Iursrous docurunts in Lyon, ook 48, dealin~ with choice of planss
for tae aubomobive prorria.

26+ 1o Lor AS/. by 18 Gen. M. il. irnold, 4 Ceb. 1940, .in Lyon,
Book 4834
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took several months lon;_:or.27 AR T

To some exbent bhe jovermeent plens of Tinemcin: fecilibics cone
tribubsl o contrectors! preference for n.xv conshructlon as distinzuished
from corwersion. Ior reisons flready stabed the DEC plen of Pincneing
had become the preferred plon. Bubk DFC did not like to essume rehebilim
tation cosis such a8 thoso of moving partitions mmd strenjthenin~ floowrs
in privabely ovmaed bulldiness,for such costs wore 'mnon-recoverabls.®
Under some pressurc DPU conscubed So ascopt such costs to wn waount nob
in oxcess of 57 of the tobtul cosbt of o Projechte DIC, &5 well es the .ar
and Navy Deperimonts, refused pemerally to pey reconvercsion costs, thad
is e pub combractorst buildings end machinery boa in their former stake
after the ¢merjoney should have ended.

The alreraft coprmios, holdin~ the orimo eombrests, 418 not propose
to subcontract ior't s long as there was tny reesonsble possibility of
doing it in their oum plants or in plants thoy eculd induce the sovern-

28
nent o provide them. They wore espueially snxious not bo subcontrech
to compinics that misht learn to be postiaur compebitorse

The subomobilo memufecturers were maturally locth to Sivo up any
port of tho host business they hed hed for yeres. Gne covpany eould not
or would not converit tnd forvo cor proiuction and lose customers unless

211 would do so pari passu. C(ne compeny could nob refrain frem malting

1942 model chonges umless all its conpetibors would ajree to do the same.

27. Below, pp. 223-224,

28. Buginess Leck, ¥ Jume 1920, ppe 51-54; pomphlot, Factors wWhich
LXPoes Tneressed Production and Unib Cosbts of ilI%ery ATorort,
Ensines srd AoceSSOricd, 6 repors ol Ghe e e e LaCilonal RESesrch
Council Committes on Adrcreft Production + « 5 9 July 1940, Pps 19,
25.
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In short, nothing but poverment compulsion could bring about whole=
sale comversion of tho oabomotive snd other durable joods industries.
And o -chab ncither IDAG, OF.', nor the departments wero willing to resord
in sny offovcbive Toshion hofore our formal enbrrnco into the war.

Public opinlon was befuddled snd divided on the conversion issus.

The sutomotive companics zave oub shat only 107 or 15 of thelr tools

could bo used in othor sorts of producbion?g and that their plenks could not
be adepted bo tho assembly of winzs, tails, and noses. They moanazed to
raise the “socimlistic! bozey by playing up Reuther's proposal of poolina®
$o0ls end his demand for labor perticipation in plnnning.so Reuther
cerbainly did nobt speal for ¢ll of lebore It wes porhans the more cormon
labor view thot defonse vwork should ubilize ner facilities end currently
idle buildings snd ebsorb Uhe lebor currently wueoployed before meking
inroads upon active induﬂtrY-Sl A large sechion of the publie, includ=
iny elements strongly interventionist, incisted we could have both guns

end buttor.sa The Presidont was understood to hold the combrary view ond
to profer gunss bub he did not inbervens.

Llthough there was no wholesale conversion of the subomotive md obher
dursble rocds industries for over & weur, the doumdsen futomubive Progrem

was earried throush in nodified form.53

It was decided to bulld four bomber essembly plants, two for essembling

29, Tho mebual percenmbagze in June 1943, aftor e larze messure of con-
yorsion, was over 66, according to the Automotive Council for War
Production &3 quobed in Business week, 18 June 1942, p. 15.

30. "The Reuther Flen--Up for & novival,n in Business .sek, 6 Dec. 1941.

51, llew Republic, vol. 103, pp. 800 (16 Doce 1540, 8ua (00 Decs 1540).

32. 1Ibid., vols 103, p. 474 (7 Cobe 1940), vol. 104, p. 251 (17 Feb. 1941).

33. Yhe successive choantes cun be followed in Lyon, Books 48, 42Be. $&ee
also note 10, sbove,

I, 5 T
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originelly planned. The chomze wes made beeeuso it 1-:&:; Pesred the cities
oririnally selected us sites could not furnish sdeguate lebor for plants
so large s they must be if only two were to be built. There is an implie-
cation in the documents alsc that officials believed four plants in
four towns would meke it easier to step up production if thet should prove
desireble., The two medium borber plents were desigmed vi th lerge emough
clearsnces bto permit change-ovor to produstion of heavy bomber.. All were
plenned on & large cmough scaele to peormit them to meet thelr schedules
with only one sight-hour shift. Tho aubtomotive compenies enlisted in the
Enudsen Frogran zot neu plants and mechine tools to s comsidersbly greater
extent thon Enudsen inbtended at the start.

locording fo the Imudscn plen as finally tworked out, the Glenn L.
Martin Company wos bo operstes the sovermment-built assembly plant atb
Omahe end there assemble 100 E-26 modium bombers a month from perts end
subassepblies to ve manufactured by tho Chrysler Corporation in Detroit,
the Hudson lobor Car Company, Detroit, and the Goodyesr Zireraft Cor-
poration, Akron. It was understood that engines, propellers, end meny
items of equipment would be made elsewhere. Chrysler, Hudson, end Goode
year wers to gobt DPC financing for new tools wnd rehsbilitation of builde
ings but not for new buildings. Chrysler, hovever, undertook to ersch a
now building end finance it privebely. larbin wes bo rebain engineering
control. Yorth Ameriecrn Aviation wes selected to operete the sscond
nedium~bomber essembly plent &b Fensas Ciby, Iens., vwhere it undertook
to assexble 100 B~25's & month Lrom parts and subessenbliss to be made
by Yorth American itself, Fisher Tcour Division of General Hobors Cor-

poration, andother subconm:rector: to bs mershelled by Fisher. Fisher

R N T N
R yf-ﬁf"fw‘ ek rrimaiih
oy )
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Body pgot DPC finsncing for new tools end rehai:ilitwbion costs for plants
in Detroit, luncie (Ind.), end lemphis.

Tulsa end Fort wWorth were selected es sites for the two heavy=-bomber
asserbly plemte. Douglas Aircraflt was chesen to operate the Tulse plsub
end Consolidated Jdreraft Corporstion the one at Port liorth. 3ach wes
to assemble 50 E-24 bombers a month from subassemblies to be made by
the Ford lotor Co.pany. Consolidated, which wus already mokiny B-247s
in 8an Diego, vies to havs enginecring control. Ford Llotor was to meke
100 "kmockdorm" sets a month consicting of corplete winzs, complete bail,
main leading gecr, nose lunding gear, ond fuselc~e. It wes o have DEC
finaneing to the emount of 2,303,000 for conversions in its River Tiouge
Plont, Deorborm, sxdt> the smount of 57,054,254 for & new plent ot Lillow
Run, nesar Ypsilenti, & smell toun 32 miles west of dowstown Detroit.
Alnost certainly Ford was already plunning to try out mess production
methods on complete bombers, althouzh this docs not cpyesr in sveilsble
records. Lithin o few weecks of the orizinal arrengements, the company
requested und recoived permission to abeandon the proposed conversions ab
River Rouge end concentrste all the operebions et Willow Rum. Th is alow
o be noted that Villow fun wes far enoushfrom Detroit o permit the con=
struction of an edrfield, a feature of no use to o subassembly plan'b.34

The several antomcbilo compenics inveolved in +the Knudsen Progran wers

34&.  Wibel /ﬁord? To .'sst. Chief, llat. Div., abt. Conbrecting Officer,
3 Fob. 1941, end Ixec., iF, to Ixocs, liabe Dive, .25he, & Febs, in
Facil. Bre., RC3, Ford-Ypsilentl Corres.; nobos by Lte Ccl. P.
Jchneeberper on confercnce vwith 1lsj. Jomes H. Doolittle, isst, Supt.,
CFD, 28 Feb., snd Col. T ¥. Volandt o Ford I'otor C0es 28 Fobae, in
Fecile Bra., Ford Dearborn Corres.; numerous documents in Facil.Bp,,
113, Ford-Ypsiloati filo, notebly memo for R. F. Fetterson, US/w, by
Donald Nelson, 17 ¥ebh. 1941,

-'wf‘r_\r‘g'
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piven lerge educctionnl orders to cnable them to sein fecilidrity with
problens of aireraft nenufecture before enbering upon quentity pro:luction.55
Intricate nezotiations were required to caumplete the arr:inzements
that have been deseribed in precedin: pa‘:\.rtxg'.r'aph.a.E56 The =overnent had
o persusde each of the sircraft companies involved to nceapt the particular
aubomoblle compenics as subcontraoctoris The cireraft compeny snd its
subcontractors, with povernment representetives sitbing in, had thon to
nerotinte ecrcomentc es to (1) vhct parts wnd subssse.blics ench was +o
me're, (%) tho licensing or' the subeontractors to use airerafi patents,
end (3} the flor of enzZinsering irfornclion from ono to sumother. In the
cese of the B-26 tie-up the nerotisbions involwved five partics~-tho novern-
mens, l'artin, Chrysler, Hudson, end Goodyeer. Tho ne-obictiors om the
soverrrent side were lorgely conducted by Dre Georse '‘ecd, Chief of the
ferorautiosl Sochlon of IDAC (later 01). Cnly afber Shese resotictions
vere oll edvineed vrs 1t possible for IFJ, irisht Wield, to proccss the
epplicebions for freilities.
The choice of rmahe, Henses City, Tulst, snd Tort ..orth es sites for
bhe povermusnt-owmel nssenbly plants mey be aseribed to seversl concidere-

37
tions. Those citics werc in surplus lebor erens. They were nob likely

$6. Logislation Holatiny to tho AAF I'steriel Prosqrer:, 1939-1544, De 69

36. liet all on rocord. (Genersl oWGlines oL be rrined from memo for
Fe Lo Lovett, £8/5 Por iir, b Drize. Gone Qs Po Echols, on
“lozobietions . . . Bomber futamcbilo Frogrem,” 7 .pril 1041, in
Tyon, Bool £2Bl; I j. J. E. Deolittle to Asst. Ghief, lab. Tive,
9 Jena 1941, in Freil. Br., KOS, 777, Ford Deorborn Corres. s IGY,
I'njs E« B SJolfe to Chiof, lat. Div., 17 Jan., ibidj *, Ford llobor
Coe to Cole ... P Volandt, 13 lmrch, ibids trexseriph of telephone
conversatlion betucen Lt. Col. L. B. Tolfe and Tessrs. Thel end
Rowlend of Glerm L. “artin Co., Faclil. Br., &3, Ford-Ypsilanti
Corros.

37. lewo, for Boord of Officer: eppointed to sclect sites, 26 Cet. 1940,
in Lion, Hock 37; memo for !oje Gens He . Srnold, by Brig. Gon,
Ge He Brott, "History or thec Floot Ceso,™ 27 Dee., in Irron, Book 37;
muzercus docurents in Lionm,. Poclz 43.
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to heve as hesvy Ifwbture demtmds mado upon then by the defense progren as
the more industriclized rogions. Asscmbly reculired s smaller proporticn
of Mdrhly siilled nechonics then did parbs menufzebure, end thercfors as-
sexdly pleats could riore safely be locebted in aress less ~iven to heavy
industry. These citics poscossed comprrobively good £lying weather :nd
wide~open spuces for flyins fields. 2And other thinys Veing ogual, the
government preferred to loente such fectories deep in the interior for
shrobegie ressons, espicislly if they were to be retzined afber the
ewergency cs stmnd-by footoricss OF course, £s ig usurl in the loeation
of such importent installetions, cherbers of commerce ond other inberested
parties exertod waat pressure end influence they covld to secure the
locetion for thuir respective citics. These perticuler plembs woro planned
in & substantisl enoush style to be kept for stend-by purposes,

Provision for cazine marmfechurin: cepacity for both the fnbomotive
Progrow and the esrlier progroms ims mede concurrently with provision for
sirfreme capecity. suchinston euthorities selected Buick Mobor Division,
Generel llotors Corporation, o menufecture 5,000 edditionsl Frats snd
Lhitney R-1830 engines (for B-24's and other plones), of vhich 3,000 were
to go to the British. Euick wes to have a new DPC plemb, originally
processed in the mmount of {i51,075,180. The proposed site was changed from
Flint, Michigen, home of Buick's prireipal wvorks, to Melrose Dark, neor
Chice 5o, to aveid the labor conzestion slrecdy threatened in the ¥lint
areas The iright lferonmubicel Corporetion pleamt st Test Patersom, I'e Jes
was expended to inercese productioa of R~1820 engines (fo£ B-17'z end
others), Studebeker Corporstion wes brought in to produce R-2600 engires

(for B-256's). It wes to have three lerse new DIC plambts locsted at Chicago,
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South Bend, and Fort .aynos the three were oririnelly proecessed in the
przount of 49,786,140,

The newv fecilibies for the .atemobive mmd other early prosroms were
set up on &« poncrous scale es compared with the supplies contracts cone
nected therewith. They were designed o build within short pericds the
nmsbers of planes or engines the conbracts enlled for end bo achieve these
heavy schedules while oper:ting at considersbly less than meximum cepaciby.
Many wers expocted Lo meob tholr schedules with two B-hours-per-day, 40
hours-per-ieelr shifts or bthe equivelent. The purpose of' using this basis
is obvious. It wes snticipabed that, if put on o three-shift besis wnd
plven some additicnel tools, the plants could increase their rates of
production by 25,. or 20l

Alwost before nezotistions for facsilities to mzet the Lutomotive
Procrer were complobs, new prosrens vere adopted which celled for still
further exvansions. Cn 11 Merch 1941, the "EY or "First Defense Aig®
prozrem wes epproved, celling originelly for 9,894 planes disbributbed
gmong the various eclesscs. Oa 5 April the BCY or NAubomobtive® prozrsm was
epproved in sm enlerged form (5,025 bombirs), and in June the DY or
"12,000" program (12,856), the latbor ineluding 726 superbuambers. As
indicated ebove it vwies not so much the numbers of plenss ordered ss it weas
the schedules thet determined the cepseiby requiremcnts. The totel cepa-
city zonl wacs by larch inerccsed from 50,000 plenes o yesr to 60,000 The
goel for hesvy boubers was roised fran sbout 200 a month to £00 s nonth,

and the capocity gosls for light bombers, fighters, and other types were

48. liotes by Lt. Cols Pe Schmeeber;cr on telephone conversabtlion with
Lt Col. Te s Hopkins, Jrcg 1 Junc 19"’3.’1, in Facil. Bro, Ecsj’ el
Proced. file. N
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conslderasbly increased, al'tnouc,h not in the ssme prcporta.on.sg

For these new progremss it wes not deemed necessery Lo seek msny new
conbrecbors for sirfremes ond engines. It was considered aedvisable to
expend the facilitics of compsttios slready holding conbracts. And since

most of the new facilities clready contracted for were still incomplete,

in some ecnses not even begun, thero was mo great difficulty in adepting
plens end specii‘icati.ons.40 The authoritios were able to secure & some-
whet lerger propordion of conversions thuan earlier.

Boeing was to reb a cowpersbively smerll ezpansion in Jeottle to
permit Incressed production of B-17's and evenbuelly to build B-29's, and
& lerge new DPC plant at .ichite for meking B-28's ({17,5G0,000). Douglas
Adreraft was authorized ‘o build a neir plant in Long Beech ($11,254,000)
for sxking B~17's under license from Boeinj. Lhis would relesse Boeing
capaelty for produeins E-29%ta, Vepgs Aireraft Corporation, Burbenk, Gslif.,
by this timo o subsidiery of Lockheed, wus alsoc brought in to round out
the B-17 combinabion and was sllowed a lerpe expension with DPC and
specicl-facilities-conbract finencing. New B~l7 facilities were planned
so that thoy could be chifted to production of B-29's when thet plane
should be recdy for produection. Ford Ilotor Tompeny was authorized to
enlarge Tillow Run by esbout 200%. Tt wes now scheduled to mske 150

"Imock dom™ sets of B-24 subsssemblies, instecd of 100, snd to mske 200

89. TIlokes by Col. ... J. Lyon, 14 larch 1941, with roeference to secret memo
by R. L. Lovett, dated 21 Peb. 1941, in Lyon, Book 42B1.
40, There is & guite conplete summery of these exponcions in "Debroit's
wer Loed," Businoss Veek, 17 Jan. 1942, pp. 16 £f. See gonersl
. Q roferences in nobe 10; motes by Lt. Col. Lehncobergzer om Frogrem "B,
10 I'ay 1941, in Facil. Br., RC3, ..F, Ford~Ypsilanti Corres.

Ermm
vt ‘3 "”‘;21"‘(3:,;.&
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Wbly plents operutbed by
Douglas end Consolideted st Tulst and Fort Uorth wore enlearped to es-~
semble 756 B-24fc each & month instead of the originel 50. They vere
desifncd to bo shifted to melting B-32 "Dominetors™ vwhen that ploxe should
be ready for guentity production. OFf those erpouncions, the hithest
povernmont priority wos jivin to Fordts ,illow Run wnd Boeinsts Lichita.

The mew prozrems celled for preabor ontine buildin-~ capeeity es well,
Buick azreed $o convert some of itc Flint plint buildings, ot & cost pro-
cesced et . 10,267,043, in order to inecresso its produchion of R-1930

"
¢enzines from BOO to COC & month. Ford !.obor wns reguecsted to ineresse its
schedule for K-2E00's from 300 to o600 per mombh and to Lurther enlerie its
new Deerbora enginc plemt (obout 14,000,0C0). Chevrolet I'otor Division,
Genoral lotors Corporstion, wes now wrouzht into the sirplene-en~ine
picturc end encesed to construet two now DEC plents, one at Euffelo and
the cther at Tonciwalny e Yo (%37,151,530.10) for the parpose of building
P & R-1330 engzines. Jucobs Aireraft Dngine Compeny's plant, at Pobbstovm,
Fa., wn8 bo be greatly mlerged (313,056,327). Jeeobs made engines for
trainin: planes.

A8 soon as they hed made arrangements for fecilibies for airfremss
and engincs under tny wrosrrm, tie prosurement ssencies burned to finding
erpocibies for lendlin; renr, wropsller,, Purrois, snmd Hho numercus othor
itoms that <o into eo.plebu military plenus. Tk serorcl sdory is sinilar

Go thet for mirfeimes md wngines. 4% the ouksob o four companies held the

patents end hed the desizners end the ranofacburin- experience. They

41, I l', Bria. Gunie Qe Fo Teliols bo FA-T A A Chiei., ok Di‘v., 1 I‘:{‘:}' 19{’;‘1,
fmex 4, TFeeils. 3re, 2032, ;aﬁ.,*rc =d. filae,

o oty
Ty r;f\iw.«#*t»‘a
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“l:fies were usuclly ex-
ponded wntil it epporred umidse to diluke their managorirl end engpineor-

. ine obeffs sny farther. .hen the ~overnnent succesded in indweirn; thenm
to ljcense othor concorns snd to subeontrsct o portion of their worl:, they
soucht o throw the work to subsidierics or Pavored subeontrsectorss The
1ettor found difficulbties sbout coaversion and opplied for new facilities.

When 1ljor wolfe, Chisf of Production Tnzineering .ection, uriczht

Pield, had esitoblished the Producticn Control Braonch in June 1933, the
designeted cuief, Re Po Irimbach, bold hin that oleo strubs vould be the
. . 42
rwost oritical itom. Ue was mot far wrons. To firms, Cleveland
Fnewrnbic Tool Compeay end Bendix Products Division, Bendix fwviation
Corporabion, South Dend, Ind., mede precticelly o1l the struts end held
most of the patentc, Both rectived ler~o oxponsions. In the sprin~ of
1941, in cormection with the enlerged programs, FEs went on a hunt for
new sources tnd rana~ed to brinz in Delco froducts Division, General
lotors, Dewton, Chins Ford Ilobtor Company, im its River Rouze Plents bhe
Lie 0. Smith Corporation, "ilwcouiree; the lenesco Yenufacturing Compory,
Burbent, Calif.; emd, on the insistence of Inudsen, thie Hushes Tool
Company, of Ilousbon, Texas.'}z 411 required mew tools. [ughes got
Tirtuslly o new factory. Those new °0ueorns weru brouzht in as suppliers
of struts o the mircrsaft compenies. Bondix end ospoeislly Cleveland
Preuretic opposed brinzing lu cubsider.. iateriel Division had portiecular

difficulty in porsuading che Glomm L. Lartin Compeny to tronsfer its order

'. 42, TInberview with ... T. Yrirbech, 25 (ot. 1944.
4%. Yomul. Mobhods Br., PC3, file 452.024;3 notes wir Lt. Gol. Schneeberier
on conference with Jejs F. ™. Hopkins, dJdr., 1 Peb. 1941, in Facil. EBr.,
Brocess. Proced. files TuX's Pueil. Jech, .ash., to FE3, WF, 22 Jone,
Toliols to sste. Chiel, 27 Jon., end [aoil. Jeet., Vash., to Irg, in
Taoll, Eres TG0, Tushos Tool Coa. Corres. |
1 3 - AT

%&s ] iia‘:—-- -
Noes me - - ' P L
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for B~26 struts fron Clevelend Pneumstic to Huzhes Tool.
1 45 3 o 3 = 3
Barly ordors for gun turrets  venbt to Bendiz froducts Division end
Szerry Gyroscops fompany, orooklyn. Operry, for one, wade mony dif-
forent ibtems end held many prbtenbs. Ibs facilities were zreatly expended,

end it wes locded with orders to the limid of its voseibilitics. Sperry

wes noburolly moss cnxious mot to lose control of snythint. It accepbed

Brizes Uenufecturing (onpmmy, of Detroit, eo o llicenses to make turrets.
Brisps mot an now DEC plent ((8,948,542.51) but coulé not give sabls-
feobory essuronco aboub meebing schedulss wnd was indisposed %o do onough
subcontracting, lateriel Division oo snmious to bring in other sourec:s
snd decided on Fmerson Dlecbric Compeny, St. Louls, end Stecl Products
Fosinecoring Compony, Springfield, Chio. Operry ond Sri-gs resisted
stronzly. Finally ‘ateriel Division "eracked dowm," Cole L. B. Lolfe beer~
ing the brunt, end foreed Sperry to turn over tThreo types of turrets to

be placed zs lmbteriel Division might ohoose.46 Mmerson wes subhorized to
bulld & larce DEC plent (310,529,175), end Steel Produchs Enginsering was
given a smoller expension. S§5ill later Genercl Eleetrio Compeny ceme into
the turvet progrom in « large woy and ot nou or enlerscd facilitles ot

gsaveral locebions.

&4, L. Col, L. Be uolfe to Martin Co., 21 dJuns 1941; Buzhes Toel to
Mertin, 29 Jaly; ifartin to Chief, P73, 8 Aus.; Chief, FES, bo .arbin,
26 Seps; omd tromseript of beslephone conversasion betwesn liaj. Crvsl
Cook, Fi3, and Glenn L. llartin, 1 Cet.; cll in ADSC Contract files,
contrect DA~L6.

45, "Development of Alrerafs Gun Turredts in the Army JAr Forces," dreft
227 Historieal stady.

4G, Sce ospoeinlly Lreaseripts of telephone conversabions under debes of

__. 26, 28 fuze, 24, 2D fep., 1941, in ATEC 473.5 Gun Turrets: Memo. Eph.
Frod,.-:1-239, 20 jut. 1241, in Frxmaf. I%ethods Br., RC2, file 411.1,
Facil.
Q:‘ji' A ;Zn-'m.. i
AR L oy
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Frime conbroctors were able to £ind zood ressons for not letbing out
a larger proportion of th= work cand %o put various obstacles in the way.
Thoy could not find suiteble svbconbractors. If firms were suzgested to
then, they did not trust the wensrements, or did nob belisve the nen

sould vorlz to eclose enourh tolerances, or could net arrenge terms. If

persuaded to license other firms, thoy often delayed sendiny The prover
drmiinms ond production models. Colonel tolfe once put the matter tersely
in a telephone conversution: "joll, these subcontractors have jobtten &
lot of run-around from these prime contractors, and wetre breseking it up
here a3 Fast &5 we cen. It has been a long=drewn=-cub proposition, bub
waelve really got this . . . crowd now."é’z Howvever, the difficolty of
finding suitoblo subcontractors wes often very real.

Variovs acencies btried their hands et spresdinsg defense work more
widely and employed divers methods smd, perhaps, hed somewhsat different
motives.

Cne method of cpproach vms to meke Industrisl surveys to uncover
capacities. 1In tho esrlier pert of the emerzency period, the second half
of 1940 especinlly, o nmmber of genertl survays wvers made to Giscover
copeeities for meking onc or ancther ariicle or materisl. Theo surveying
ageneyr in each case assuwmed that ne previous surv.ys had been made or that
thoy hed been inadequate. In come ceses the agency was correct in ids
assumpbtion. In others it wes merely isnorant of whet hed been done befors,

and people vho had worked in the old Industrisl Flamning offices were

‘. 47. Transcript, Sep. 24, 1941, in TGC 478.5. All stendard reasons or
axcuses Tor inebility to find suiteble contrasetors are illustrated

in letter, Asst. Comgstroller /Company/ to Contract Distrib, Sect.,

OF', ath. B. F. BEaincs, 17 love 1941, in Pacil. Br., 198, 0¥ file.

qn!‘ o
‘%ﬁﬁ heTT -
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freguently pained to sce¢ thelr extonsive files of information on American

industry neglected by newcomers. E£urveys were usually mede by the question-
neire method. ©BSone were made LY feronaubicsl Seotion, M¥DLC. Cbhers were
mede by IPS or FES, wright Field, sometimes of their ovmn motion bub more
often upon reguest of IDAC, the OUSI, the Chief of kateriel Division, or
someone else in \ashingbon. Some were made by ocutside asencies enxious

to be helpful. On one esrly occasion, e e Clerk, of the IDAC Aero-
asubicsl Seotion asied the chief of IFS to find oubt whet 1ldle machine tools
oould be mede available for Alr Corps facilitics. The chief of IFJ, in
roply, zave daba from sn esrlier partirl survey and susjested thet Claric
abtempt to pet further informebion throuzh chambers of camerce. "I you
can not do it, let me ¥now," heo wrote, "as I may wish to put it up to some
other Governmont ﬂgency-"és Some surveys duplicated others in vhole or
parts They bessn o bo haressing to business, mnd it became necessary to
do & betler job of coordinating.

Donald lielson, &s Coordinstor of Lefemse Purcheoses, adopted & dif-
ferent spporoech to the problem of spreading defense work, He secured the
establishment, in esch of the more importcnt Federal Reserve System
banks, of an office to fet ¢33 (n intermediary for bringin-+ prime contrac-
tors tnd prospective subcontractors together. The offices kept lists of
price contractors end conbreets ond bepen to assemble lists of pros-
pective suboontroctors and vwhat they were prepared Lo do. The lists were

larpely duplicntions of lists ¢lroady rsocombled by district procurenenmt

48, 25 Cet. 1949, in Pacil. Fr., 203, Gen. forres. file.
4%. 10", Toch. Exeec., Irk. Div., 4sh., to Tech, Czec., F, 26 Oet. 1940,
in Facil. Dr., RC3, Gone Corres. file.

'\i.‘
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offices. The benks were propured to surply the subcontrectors with work-
ing capital., Jesse Jones, Foderal Loan Administrstor, smounced that
Reconstruetion Finonee Corporstion would meke lesns to eonbrascbors cb
1%%. Frivebe bankors protested thet this would te unfeir compeblitlon; Jonss
then modified his offer o the exztent of confinin~ it to prime contractors.so
llelson engesed Joe end Freneis Trecker, specialists in subeontracting, to
esuist in breeking down prime conbrmete inbo logleal ecorponent. for sub-
contreeting wnd to edvise in regerd toschedulin: of duliveries. lhien OFY
vag orgonized, it ook over the Uefense Conktrset berviee oo the Conbract
Distribution Joction snd rppointed X« L. Iehornsay, Iansas City furniturs
mon, to hesd it. He omployed industrizl engineers to ferret oub possible
subconbtraciors cnd bring thoum inbo the oi‘flces.51

In zeneral the Cefonse Coabrach Service wes based upon the premises
thet prime cortrretory :nd potential subconbractors wore desirous of find-
ing each othor (nd thet the "litble fellows" rmst heve loans to provide
working cepital. To tho exbent the promises were sound, thu service could
be helpful, OJome smell shops, perhaps, hed not bsoa seekins defonse work
either beeruso they did not Imow the possibvilities, or feired roverrment
"red tnpe," or hri exmjsortted foirs of jovermment tolerances. A “pro-
duction olinie! hold in Euffelo in I'ry 1941 wes anid to heve hed ~ood
rocult.. Kero prire coniroackors snd govormment counseclors .et chous a
lorpe room with Ghcir bluc prints end other oxhibitu. Fotentiul sub-
controctors come in wnd talgad things over, end some of thim rot con-

&2
trocts. There were numsrous other production clinies, cepscinlly in the

£0. Business wnedlk, 25 Jema., 25 lpril 1941,
5l. ¥eo clso Ui Lepublie, 104:(35, 178 (20 Jom., 1u Peb. 1641).
52. Jpusinsss | .er, 24 gy 1041,
Bl e
SRS
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Tastorn rrocurcment District, cnd thoir sponsors vere Srabilied Ly the
B3
results. Bub the premises on which Tefoerse Contreeb Servier wes besed

. vore correct only o e degree.  ESmoll merufoebvrers, like the lorper
oros, preferrced not to telie defomse orders 1f, beerusc of dolnt so, They
mnct roefuse orders from elvilion custcmers.

Business gpolzosmon took cormizinee of th: drive for subeontrootinz.
Tare "lax wevinc® ypuld not prorote it, theyr svid; snd they susrested

(=L

that the rovernzent malic it worthwhile for prime controctors to sub-

controet (1) by inoressing thsir delivery schedulos to the point where
they must subcontreet to meot thex wnd \2) bv poylar bonuscs, thet is
hi<her prices, for sccelerabing production. This the Urnder Sceretery of

54
Tiar refused to countonenco ot tho time.

In fpril 1941 e Specirl Senate Comitbes, commonly lmowm as the
Trucen Comittec, bezan rn investisrkion of the nationel dofense prosrim.
The circumstoneos of the apwointicent es well as the wording of the
resoelutica by vhich it vao initicted indiecbed that it would bo concerred
prineipelly wilh eosts, profits, peosrephiecel distribution of defense
plrots, =md chorges of discerimincstion aeinst 1little business in evard-
inx <=<;srrt:::;'mﬂ:s.55 It vies not so much concerned inm this cerly psriod as
lator over the larging of the defense prosriw. To insist, as did the

ccxmittee, on gpre: din~ vork by civine conbrasts to "litile follovs™ and

at the seme btine to lock cshkance &b cost=-plus-a-fized-foc contrsctsinvolved

83, 8¢e file on thy svbjeek, in Toeil. Cepmelties Fr., ZED, 337,
Confercences: Defonse Froduction Clinies.
. . 54, _Bisliness weeh, 18 llarch, 10 ITry 1841,
56. 8. Les. 7L (L _arch 1941}, 77 Comze, 1 sess.3 Se Repbe To. 470,
pte B, 77 Cons., 2 soss., pps 1, 37, 191-99,

e T=.0 - mT il
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a degreo of inconsisbeney: for, if' contrscets vere to o by competitive
bidding, the bis concerns werc more likely to get them, cnd, specking
renerally, the less subcontractins they plemned to do the lower they
eonld bid.

Perhaps with o view to denonstreting & proper roserd for the in-
torests of smrll conesrns, tho CUSYH orgonized o Facilities Division,
lator Contreset Disdribubion Division, in its Plemming Brench, hesded by
Lts Col. R. !. Harc. Since thec brunch neibhor signed nor rovieved con-
treets, its functions wvere principelly informetive snd a::hor’tatory.as

Yemmwinile, the fir Corps, £8 one of the cuprply serviees, haed been
developing ¢ somewihet éifferent and perheps more prastical spprosck to
the problems of sproadinz defonsc work.

Thors cunr be littlo doubt thet Ilateriel Division would heve profer-
red to place a limited mmber of primo coumbreets for ¢ limited mumber of
items end lesve it to the prime conbrectors to conducst, in the memmer to
which businessmen are accustomed, oll the multitudinous ne~otietions
commected vith plecint subcontrects end buyine peris, sccessories, snd
aquipzzzentsrf--negoﬁia'tions for which et the outset Army procuremont siaffs
wore inadequotely treined, to ey the leest. Tney would thus have slso
loft to prime conbrectors ths whole difficult task of scheduling bthe
production of sccessories cnd equinment so that thor vould srrive st the
ascembly plants on tine end nob so far checrd of time thot bhey would

clutber up the stoek rooris.

58. Direotive, Brig. Gen. Cherles Hines, Tir., Flan. Bre, 075, ned.,
copy in ltr., Lt. Col. Leird to Chief, IFS, ¢ June 1941, in Fecil,
Br., 08, Gen. Corrcc. filo.

57, Sce, gefes roport of ¢ cormibbec wppointed by Cole we Fo Volandh,
Asobte o Cldel, Int. Dive, for use by C/.&G end Chiefl, llwt. Div. in
tostifying Lefore the Trumen Commitiee, 26 'farch 1941, par. 33 in
Iyon, Bock 85 e

s ) | e T
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It the beginning of industrisl mobilization, if s prime contractor
ropresented that he could not produes the required mmwbcr of articles wikth-
out such end such new froilities, the sections et (ric~ht Ficld wwere hardly
in a position to contradict him with expexrt knowledge. If he asserted
thet o sugpesbed subcontrector wers not competont to do the work, they hed
to defer to his judgment. If e conbrsctor or subconbraobtor promised to
meet o pivon scheduls, they wore not in ~ood position to essess his promises.
-8 time went by tnd Jright Pleld built uo its steffs wibh production
enzineers, machine tools men, end business mon, it becime more competent
in these metters. The sections leerned to insist on the percenteze of
subcontrecting they deemed adviseble es a condition of letting contracts
or finsneing new fuellities end to rcly on bheir ownm Judgment =8 to the
compotence of subconbtrectors. And they leerned to schedule production
more scientifically--for exemple, to refuse to accopt unrcalistic schedules.

On 16 Decermber 1940, Colorel .olfe, chief of Froduction Engineering
Section, smmounced the formation of & Gehedulines end Friorities Umit ia
his section.ss It shorily became the Froduction Surveys Brench. The
branch deelt with cendrector-furnished equipment (CFZ). Among its:wida
veriety of functions were tho Tollowinz: (8) bo £ind ner subcontrsctors
end to divert subconbractors from onc prime contreetor to wunother; (b) to
study subecontroctors! productive capneities wnd see thet their schedules
were in accord; (e} to initiate recessery action for the expensicn of

facllities for contrector~furnished equipment; md €d), in gener:tl, to

s . . . &9 )
try to erpedite it. production. Other branches of FES were doing similar

58, AYSC 32l.9, Scheduling and sfriordibtiec Tnit.
59. tES O Fo. 41~-88, 2d lLpril 1341.
S
et -

-
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things in the ficld of govormwemt-furnished equipment (GFE). The
Production Conbrol Branch, hesded br X, 7. “rimbech, corbimied to find
80

nEW SOUrces.

45 the defunse progrinm clowly pobhered volume, obther problers arose.
The mechinc-tcols bottleneck contimued, cnd shorbsces appesred of some
meteriols required in munitions production. The suthorities upon whom
prioritics powers had bien conferred begen to employ theom, ab first very
cautiously, to keep the tools rnd meterisls fleding. Donald Felson,
Sdministrefor of Priorities in IDAC, cmounced in Septembor L1040 that he
would depend on n voluwbsry syster of priorities.EI Edwerd R. Stettinius,
who when OF!! tue established beceme the hend of its Division of Priorities,
continued this systom for a tirme. On 28 Iebruary 1941, he gave priority
to all defcnse plant wmechine tools orders-sg This did not bring inte the
defense prozran the "eeptive' tools mekers. Then produally Friorities
Division begmn to give priorities to orders for eluminum, marnesium, and
otker moterisls to be used in defense work. It exbended Manbometich
priorities to ¢ll orders to vhich the Jrmy-llovy Nunitions Zoerd assizned
rreference ratings.ss OF2! gained mn sprecment from the aubomobile industry
to melze a 201 eut in production after 1 “ugust 1341 end not to retool for
1943 models. OSome concerns engeged in civilien production s the drift
and overbullt thoir invenborics to the debriment oir their compebitors snd

the defensc effort.

0. I®rmo for J, I, Lhiteler, by 3. F. lcines, Div. of Contract Cige
tribution, GE:’, 27 Cot. 19‘“.1, in Peell. BI‘., i_‘"'s, OF1 file.

6l. Business .eel, 21 Jcp. 1940, p. 5.

2. 1bid., O Febe. 1941, pe 1¢. Darly histor of vriorities osn be fol=
Iowed in Ccde of Federsl Teruletions of tho Us Se, supe 1840, Hitle
32, ch. IX; ibid., Supe 1091, GiGIC 6%, Che THs

63. l'smo for US/\ ond US/I, 12 Febe 1942, in Tucile Bres, 153, A~ITB file.

P [l = -
. A b ST e = gl

Jl,i'i DELIVEE S S B o

vyl e S .

- s

(—_.a

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958
—

ALTHS =40 el iee ewa 2 103
L - i

RN

The Desfense Flent Corporation made notable conbributions to easinz
the mechire tools stringency by tools pools (nd “rentre" agreements.
The tocls pools vere merely c deviee for keeping the tools-building in-
dustry running full blast. Toeols builders wore naturclly hesitent to
build tools in adwvence of orders. Thercfore, DEC ploced lump orders for

specif'ie guentitios wnd types of tools likely to be roguired in cxpsnd-

ing defenso industry. Then &5 such mechine tools were tpgaroved by IF3
end othur azcnsice lfor purchase by monufacturers wnd for wmergeney-plent~
fecilitics combroets und DG leases, cnd os the menufreturers ploeed their
orders with the builders smd secepbed deliveries, the builders reduced the
DiC orders in like emounts -64 he DZC end tho I'nkeriel Divizion elso
worked out a most flexible arrcngement viercby DiC-~aimed, fir Jorps-spon-
sored tools could ko tr:insferrcd from one conmtractor to another.ss

In Moy 1941 the Alr Corps presented some off its procurement difficul-
ties to the }.‘-rcsident-es Tachine Lools iould probably be the jreatest
bottlenselr of the expemded progrix, it stebtod. Iloreover, the subomcbile
industry was ‘consuriine large cuentities of motoriels which arc used in
the manufectore of circraft cnd sireralt eguipment. It ic bslioved that
o, further curtoilment ol cubomebile produstion in this couniry is nccessary
for tho successfnl prosecution of thic provrem, not only in the meking

availeblc of mochine tools; bub in th. conservetion ol rew naterials,”

64. Hens Ae. Kle3zsbrumm, Counsel of i-C, "3ome As,ects or sar Plent

- Fineneins," Amcricon oonomic Review, X0IIT, no. 1, pte 2, sup.
(Tarch l:?éo), e 128.

65. Development cen be troced in greot dobsil by dooumentc in Freil,

. ‘ Br., E03, Gon. srocea. $'ile. Sce esnaoa.cll" TW¥y P oil. feot.,
Wwiohe, ©O 188, WF, & June 1241, ~iving agreorron‘c botirecn e Ao Lovetb
and C. J. Darr, of u‘C, & June.

66. 107, Brig. Son. Q. Po Zehels, Chicf, lante Dive, to fsste Chief, 1 ppich
1941, with ebbrohed cogr or ¢ lobber bo she h'es:.den'b end znuex &,

¥Meilities," in 7 c::.l. Pr-,ru’ﬁu, Zen. Froced. {ile.
- " oo
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In July, Leon licndersom, dirscbor of tno Gffico of frice Administre-
tion end Civilicn Supply (OPACS), acbin: with doubbful anthority,
“tenbebively” ordorcd tho automoebive indusbry Lo eub it production of

. o am e G0
1942-modol passenr-er sabomobiles ind Lisht trueclins by 50, 0z 1 reassnted
the setion, omd vhe Fresidens stepped ine. le ineraised the powsr ol 04500
ovor priorities by requirin: dhe covor:l othor deprriiont. +nd arenecl s
with stababory priority nowers ho coordinate vwith C7L. Ie tronsferrcd
control over civilisn supply from OFLHCS Lo OFf, paring GRS down Lo Qoie
To givo obther arsneics councerned n volee in prioritics macters, ho crerted
a Supply, Alloentions, tnd Priorities Posrd (S2AB), snd rrv. it euthority
bo debermino the psllei:.s cnd rules under vhich OF mi-ht smercise iks
novvers of estrblishin s prioritien ond rllocections. SP/D wes corgosed of

the Dirscbor cnd locociabe DHrector of 057 the Swveorcebery of ar, the
seerebory of the Yawy, the Sirscbor of Lend Leoose, the Adminmistrotor of
CFA, end the Chnirmen of the Zeononie TDefunse Boord (Viee Frosidond

638
FEonry .2llae2), vho wos nemszd cheirmen. Donald Yelson beoeme heed of
the Priorities Division, 0F%, ond Pxzecubive Direebsor of SPAR. Yeolaon
end SPA3 rroatly modified Hendcrson?!s ordor limibin- aubomobile pro-
duction but in genorel pushed priorities snd allosnibions wmore vigorously
than they had beon pushed beforoc.

Breniually the usce of prioritiec for dofense orders for masborisls

in wvhieh there were shortezes bogrn to slow dovm industries thot wvsed such

87+ Dusinoss wel, 26 July, pe 7y £ue Codo of _‘eder.l Re -ulobions of
THO Ueies oUBe 1940, bibls B2, che Liy Dese J/0s D3L, TOT Toviscd
Bnd supplercatery orders.

68s Czmoubive Order 35875, 235 fw-. 1041, Code of Fodoernl Fe-~ulotions of
the U.de, supe 1941, Teoder the FodoTol Lonn AAMinisorecor Lac eaded
Fo ST, Do 1lso Tieheol Strai-ivk, "Ponald Telzon Tokes Over,”
Iz Republie, vol. 105, 529 (15 3:p. 1941},

i1 T L oa
i 5, i
.- -
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materisls in civilinn produckbion. Firms which hod been unabls or un-
1i11ling to build up inv.niorics or htu nonlecsted <o do <o vers hit rirst.
Some comamitizs ware wlfcoted more tirn obtherc., hout Ausust 1041 the
public besen o hear of "priorities unemployment™ snd Ydistressed com-
manitics.® Monufoeburers who bofore had shunned defense orders now

gonght them and evon domended thom. Thoss peopls wiie hed been eolliny

for vider distribubion of defense worl €2 o means of spoediny up the prepa-
reticns for o wor Ghey s¢v oonio~ were ncy joined by others more concerned
to keep frotorisi busy, labor cnployed, and their couwmunities prosperous.
The cherpe wns nod more frequently heard thabt the OPF7 or, more often, the
srey and Yavy "brass hats® did not want to give conbractc to little follows
tnd disecurased .ubeontracting. Fublicists invited stbeonbtion to the facts
that 75,0 of defonse <ror: hed boen mtrdedbo 58 biy corpornbions wnd thet

63
shey hwd subcontrected omly o smsll proportion.
OF" took cornizonee of the rew interest in contreot distribution snd
elevebed its Conbruct Distribuvion Scotion Go the svetus of a Division

repoxrting dircetly to Dirsctor Tnudsen. The Frosident issucd an srxecubive

70
ordor irsbitubin- it. The proemble of the order strbed thu objects to be:

Tgo provide fer thu rore offcetivo ubtilizabion of existing

plent foeilibies for defense purposes; the converslion inbo
dofcpsc preduction of elvilian industrice affected by priorities
tnd rev moteriels shorteres; the ellovinbion of unemployment
crused by tho offects of sueh priorities and shorbases; the loeel
pooliny of feeilities rnd eguipmeni; subeonbracting; sud the
vider diffusisn of defense conbracts emong the sraller business
enberprises in every part of the nation.”

69. Business ..celk, 28 Jup. 1941, ». 15,
70. lmecutive Urder B391, 4 Sop. 1041; Code of Tedsrel Re ulebions of
the U.S., sup. 1041, - —
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Undor Seerebary of . ar Patberson aclknowledrned thet the ucr Bopartment
shared responsibllity for slleviabing "dictrecs" in industry couscd by
the displeccemoent of workers and materials duc bo defensc messurss, O
ond the .ar ond Lovy Departaents made ¢n ogreomont in rogerd bo methods
‘o be employad in zlleviabing distress in :i.nd1.lstr;f.71

According to their agresment, whea snd if CF’ should cextify ¢ then
that e cormunity wno threatened with prioritics unemployment, the depark-
nents would swoard combreets bhore on & noncompotlbive bosis &% prices not
mors thim 157 higher than thosc of the latest co webitive conbracts. The
departments would employ nejobisted convrachs to & sreaber exbent then
formerly to accommodate ormell firms wuich could not compebe on oven terms
with lerger. Inbo controcts with the stronmer concerns they would insort
provisions requirin; the subconbroeting of n pereccntesy of the work, snd
the agencics weuld withhold priorities, if nocesscry, to enfores such
provisions. They would cncoursage smnll ccncerms to pool thoir resourcss,
tools, ond skill wnd zmcko jJoint bids, Tho Justice Depertment ruled thek
such pooling would net consiitute a wiolabion of the cnbi-brust laws.?a

One consequence cif Giwc maberials shortese rnd lhe new turn of publie
opinion wos thet procurement agencics eould tg'ze r. firmer tone in jnsigk=-
ing that conbrecbors must subcontract to o srester exbent and must convert
their old facilities rather them ezpect new buildings wnd new cools. I3
at iright Field recoived instructions to serutinize epplications for new

facilities more rigerously end wos wernedthat it wes becomin: more difficalt

7le Guoted in IQIY, Asst. Toeh. Exec., wl', to sect. chiefs, 5 Iov. 1941,
in Facil. Br., BEC3, Frocsss. Froosd. file.
78. John Lord ('Brien, f#en. Counsel to tho Ztborney Generul, 30 Sep. 1941.

——
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to pet epprovels from OELI.TS The 0USW issued instructions on 5§ iLepbember
1241 that comirectc regquiring eoxtonsive new construction shouldnot be
oritered into iithout itz specifiec authority, end, in penersl, there was
& bishtoning up on new faeilibies and rn emphasis on conversion all along
the 1.’1.113-?4 when, in Tovembor snd December 31941, €77 sent three Defense=
Speecinl treins about the country exhibiting defensc meteriel thst trs
beins neoufeobured, Wrizht Ficld recelived fer more reguests for orders
than it could meet.

Vhen the atiock upon Pearl Herbor ceme in iocomber 1941, the Army
Alr Torees vere certeinly nob prepeared for tobel war. They hed fewer then
5,000 trotical planes on hend, of which a large perconttze were unfit for
medern corbet. The production rete for tacticitl planes of ell types wes
chout 880 & nonth and for henvy borbers 50. Ilot one of the newr plants
cuthorized afler Junme 1940 pnd designed to build coxbet planes had yob
produced . sinyle planc; end none of them vwas destined to net into full
production bofore 1043, 7° Fortunctely this statexent does not spply to
existing slrpleme plonts whose exponsion hed been authorized in the sumer
or euturn of 1940, The convercion of the dureble-goods industries had
only woll begun beforo 7 Escember 1941, Represcnbebives of the aborotive

industry testified at the bturn ol the year thiet only one-fifth of its

76+ Chiel, Frecll. Sect., Cffice, Chief, Ilrt. Div., to Is8, 4 Uep. 1941,
in Yacil. Br., RCJ, Jen. Froced. file.

74, llemo for chiefs, suapply erme end services, by Brir. Gen. H. T
Rutherford, Exec., OUSW, 26 Seps 1941, ibid.

75+ IG7, C:pte 3« Ko Bruxbaush end Lt. J. J% Friedmenn to Cols 3o Ee
dJones, Chief, Contrast Soot., "Repord on Gi. Rell Exhibits,™ 27 Dec.
1941, in lenul. Lothods Br., E0O.

76. lonthly Fectory Leliveries of Alrerelt by Conbrect sod Froqram,
prepered by Ltatisticel Control (ffice, AToGe (Lible has veried
slightly from tinmo to tine.)
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workers wocre envi~ed in ver vork. The Jpecisl gemete Committee
Investisebinyg the Febionel Defense Frosrenm concluded thot, if military
cers end truecks be exeluded, th: subtomobive comprnies had produced only
;266,303,000 of dofemse meteriel in 1941; the wholessle velue of arto-
mobile preduction for 1939 hed been 2,918,030,000, nearly 1l Gimes as
19-1'&“,0-77 In the <wrords of one officiel, our defense progran on the eve
of wer depended upon Miewly improvised factory unlis, the surplus enersy
snd imesinetion of our finest memecemont groups, who are still occupied
with their ruguler responsibilities, and upon lebor foreccs recruited

78
lergely from the unomployed.™

77. 5. Bopte, 10, 450, pt. B, 77 ConZe, Ll 5235., Do 3.
78, Steey Tew, Dir., Resesrch ond Jtetisties, OFL, as gquoted in
liew Depublie, 105:577 (3 Ilov. 1241).

—
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Chepter VI "
FACILITIE. PROCUREIENT I THE EASLY LOUTES OF THE AR

’Imaediataly after the Jepsnese atbaclk upon Peerl Harbor the
Tateriel Tivision lpstrucbcd mimufwcturers producinsm ALF materiel to o
upen a meximum production basis. In cese tiis should iavelve overtime
for workers end, consequently, timo-rnde-ono-hslf wares, aterisl Division
undertook to sdjust prices Lo mcet the imcreascd costs.l This move had
boen conbemplated frow the sbtert end vwes oxpected bo inerecese production
2077 to 30;%.

A% the seme time the Industrial Plenning Zeetion, Lright Field,
wrote all cortractors whose freilibics hed boen exprnded under Army JAT
Porces sponsorship to submilb their reguests for the e ztre machine tools
necossary to briny thedir plents to merinmum erpecity. TUpon request of
Prodvetion Dozineeriny Section, it did the szme wslso for obther con-
treetors working on AP materiel-z Taterisl Division also insbtructed
controactora wro were then emjaszed in building fecilities with povernment
funds under “UAF sponsorship to put construction upon a 24-hour schedule.
Tn this case, too, ib undertook to bear Lthe inerersed costs of oo-

] 3
colerotion.

l. ‘?emo by F. Po Pabierson, 8 Doe. 1J4l, in Tooile Bre, 700, Goille
EFrogeds filec,

2. Tlotes by Col. F. OUchuecborjor, 11 tnd 13 Dec. 1941, ibide; circ.
ltr,, 15 Dec. 1941, in Facil. Bre, RCY, Pord-Ypsilanti Corres.

3. Totes by Col. Sehueeborger on telephono conversabtion with Chief,
Peeils Seobs, I'at. Dive, ash., 9 Dec. 1941, and notes, 13 Doce,s in
Foacelle Ere, RO5, Gene Proced. Tile; Fform tolerrss. So conbractors,
13 Dece, Ford~Tpsilanti Corres.

o
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The Iewy Bureem ol Aeronaubics foll el the %Leacl of the Lateriel
Division in the mobbers mentioned.4 Dofonse Plant Corporabion recdily
roresd to approve inercegsed costa involved in this expediting prosrom.
Txpedition vwes lozierl mnd hoed been nnticipeted.

Shortly before Poorl Herbor it voec the belief thel Ghe period of pew

eonstruction e cbout over, thot not neny more new focilibios vould heve
to be provided. nd shortly after the atbuck, Undor Seorebory of .ar
Patborson instructed the scrvices to hold nov constructicon to the sbsolube
minimum end to do all poscible to convert plonts to war work bthat vere
idle beeause of materials shortc.;es.s This policy--if indeed it wes a
considered policy--wus sbondoned almoct as ascon a5 stebsed, snd the ALR
aod obher sorvices leunchod upon sn cxbensive new prosrom of exvansion end
Wergon pracs" construction.

The policy ol expsnsion scams to heve besn inspired by seversl con~
siderations. Tho war loomed bizser then it had then our enbrance wos only
prosgeciives. It hed core corlier bhon enmpoeied. The need for plenes wos
nore irmediate. Winston Churoehill smd Lord Bcaverbrook, tho British
Dinister of fumibions, vno rushed over efber vhe United Sbates! entry into
the war, ur_ed » lorzer sir fores. And, it sesms there sere thosc in
hizh ewbhority wio s5ill overostimatoed the difficulbics of converwion cnd
tho cdvintoges of cnbrusting menesement to the estchblished, oxperierced

acrontutionl coupenics, nokrithobendins th. fact that their menszoriel

e 105, Lt. Col. . V. Iophkinms, Jr., to Chief, Ix3, 24 Doe. 1041, in
Preil. Dr., 3005, Gone rreeci. £ilo.
. S« N. ¥. Pobboroon to Joose Jones, 2 foce. 1241, i'bicl., Col. P. Ichneesbverrer
S0 317 He Hlnbmiug .t’rbs-g D¥z s 17 Uso. 1941, lbld-
6. WK BEri~e. Gons 0. Pe Tchols, Chief, I't.te Dive, B0 s8cte Chief, i,
17 Docs 1041, in Froil. Br.e, TC5, %one Proeod, flle,

i
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staffs vero beinz stretched to the bresiing point. At amy rete the
erthoritios decided to doublo vhe ceopacity for building heavy bowbers end
- . to jreatly inerecse the capreity for mering dive borbers ind other types
of plancs.7
In mid-Decenber the Director of OF' anmounced thet six new borber as-—
seribly plants icould be constructed.s On 22 December officiuls of wrisht
Field and firereft Joetion, OF, in conference in tho Iaberiel Division
offlcos in yeshington, arrived ut tentstive decisions on o long 1ist of
new constructions end extensive expansions.g Scue of these were votoed by
inudsen or Fatborcon end others wore medified in the procass of pepotbiati on.lo
Tost of thenm wen: throush. Projects were eleared in advance by the Plent
S1te Poard of 0?1’.11 Tegotiations were brief, end processinyg wes greatly
expedited bobh at lwri-ht Fleld cnd -Ashington. The OF Priority Division
save tho projoets hish priorities for 7,000,000 toas of construction steel.
Under the new facilities-expsnsion program, lUorth jmericen iviebion
wes chosed Lo operate & new DFC plant at Dellas, originally estimated to

12
cost (*83,905,000. It wes Yo build B-24ts, Iisher tody Givision of

7e l'emo for Bricz. Gone O. P. Echols by Robert . Lovett, 14 Dee, 1041, in
0ffice, Dep. .,’s.C/ﬁS 148, Feclle file; notes br Col. I Schneeberger,
27 Doce 1941, in Facil. Br., 0C3, FPord-Ypsilonti Corres.
8. Business .eck, 20 Doc. 1941, pe 20,
9. T. P. @riphtts minutes, copy in Office, Dep. AC/AS, 115, Tecil. Files
10. Brig. Gon. 0. Po Doliole Lo Asct. Caief, \.F, 27 Jon. 1942, in Peoils Br.,
RCS,s Gen. Froced. file.
11. ICH, Zxec., I'ab. Div., 1@sh., to Asst. Chief', .7, ibid.
12. Debta to support this stabemcnb cnd the siriler steToments which follow
- in regard to obher projects heve becn collocted from verious sourcss »
chiefly notes on confersnco in Bri.. Uene O Pa Tchols! office, 22 Dec.
1241, in Pacil. Er., EC3, Process. krroced. fMle 5 correspondence with the
. . various coupanies, in Faoil. Br., Its, under nsmes of respcobive
compenles; & report of the tronscebionz of Taeil. Bre, Frocur. Div., 7,
bo 1 ey 1943, copy in LTSC lListorie:l Office; AN Foollities Fxpeansions,
Status, Trorress, snd Ferformencu, o monbtinly report prepared Oy [Coe

B [ N
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Genersl Lotors wes desiznsted to build complete B-29ts tnd B-29 sub-
13
gssemblies in e new pleut at Clevelond. This plens wes o be bullt by

the Corps of Enzincers, end it eventuslly coat about §$20,000,000., Eell
Aircraft Corporehlion wes solected to operate a mew B~29 assembly plsnt to
handle the cubmssemblies made by Fisher. The Bell plent, also to be
built br the Corps of Enrineors, wos located et lleriette, Ge. It eventu-
ally cost over (i51,000,000. Dougles Aircraft Go:rpora:bion was designabed
$o asserble mediun crrso plancs in a plent to be bullt by the Engineers
in Okleheme Citye This plant cost approximately 744,000,000s Dougles
yo5 also selected to wcle C-54 heavy brenmsports in e bir government-owned
plent to bo built resr Chiecarno. Curtlss-,rizht Corporation was mthorizéd
to construet a new DPC~financed plomt at Hermore, ¥. Y., to be employed
in meking C-26%'s. Roepublic Aviation Corporstion wes engaged to build and
cperate & new DFG plsnt at Evensville, Ind., and to greatly enlarge 1ts
plant ot Farminzdals, Lon; Islsnds Ib was to meke P=1i7ts in both pla;:es.
Unde:r the new expansion progrsa, also, all the bir alrcraft compenies were
anthorized to melke further lerje oxtonsions of their exzistiny fecilities,
Before the United Sitates entored the ver the smeller sirplene compae
nies hoed beon ~sivon only smell expansions or, o8 wes btrue in most cases,
none at all, end wore expocted to operate chiefly as subcontrectors of
the lorger concerns. They were nov losded with orders end given new plants
or considersble ouxbensions. Amongz these small coapcnies vwere eronca, of
1iddleton, Ohio; Beech, of .ichita; Bellemos, of Tew Castle, Del.; Feir-

child . vietion Division, with « new DPC plant at Burlin~ton, IT. Ce.; Globe,

18. It did nmobt pobuall bulld corplcte B-B9ts; the plenm wes clirnged in
this respoet. Floms for £ll plintc were subject to chonvg, of course.
R e T AR
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of Fort ..orths; Houerd, o st. Chirles, I1l.; lleDounell, of llempnis, Teomma.:
and Horthrop, of Eewthorno, Calif. Theso smell ewipimies, with the excap-
tion of lorthrop, mads breincrs or li~ht transportc.

Under thc new fecllitics-ezpanmsion progrem elso, Who principel govern~
menb-financced cirplune cnsine plonts vere grectly cnlerged=-2ilison, Duicls,
Chevrolot, Ford, Studebrlor, emd right. Dedrme Division of tho Chrysler
Corporstion, vwinlca hed boen petilnsg Ordnrmce conbroebs wrineinclly, vno now
called vpon to build rni opernt. ¢ vast new DrC plunt in Chicsno. iith
laber ezpenoicon bhis plinb cventurlly hed a floor erer of 6,793,636 squore
feck, cost over . 175,030,000, wud Loewne the largest [sP-spongscred project-=
larger then Willew Pun. Conslnentel Mvistion wnd Ln-ire forpersbiocs ot e
biz new LPC engire plent b Luskegon, 'iohe Someuins leter the wriszhé
Aerorenticrl Corporclion wirs cuthorized br build o vory lerse rew DED plent
ot woodridse, Ile Je, for the arposo of melting L3360 en-ines (for B-2@ts
and B-32!5), end o meke & sbill lov~or exbension or itc Losklend, Chie,
Flomts  The Lwoodridse plant ven origindlly esbiruwted to cost 51,845,712,
ond the jecklend exbension, : 98,120,000,

In oerly 1943 cibonsive eupersions oud now consiructions werc authorized
also of freiliticu for the memulucburc of other sorby of AT nuberiel,
rosebly suporehnroers, ponsrohore, conshes, ploton rires wnd other nachined
perts, steel for:in~s, rnd instrumonts.

In gemeral the floor spreo cuthorized in 1042 to be oddod to “AF~
sporcorcd feollitios wis srocter by ebout 165 thon that cubhorized in 1041.
The seburl consbraction im 1842 tis fer crector thenm in 1241, for meny of
the freilibies authorized oerlicr were Lallt or complcted in 1942, while
reny of those outhorized in 1942 were elso built in thrt year, uch the
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sreater part of the cuthorizebions of 1242, gsbout 85 ), csme in the first
four nwonvhs of the ves Jt'..]‘é

It was two or three montis after Fewrl Horbor before the conversion
of bhe dureble gocds industries for wer px_'oduction wes undertelen in &
lerge way,

The Supply, Priorities, cnd Allocebicns Doerd end the Office of fro=
duction anegement still moved slowly and ccuticuslys They were still
undecided &s to the oxbent of conversion thedt weg possible mnd desirable
end still hed no plen es bo the way o bring skout conversion. For that
matver, the sorvices therselves had no conversion plans exespt to place
ordors znd to supply the machino tools that might be epplied i‘or.:LS
Tanegemont wes naturolly still looth to tslie the losses it would incur dur-
ing ¢ conversion poricd omnd fesred dispercion of f oremen exdskilled labore
It wes anxicus ebout reconversion costs emd ocusht « sovermments comnli-

ment to essumo them. Umsll bucinesssy ltrowlng they would experience «reeter
difficulties then lorpe coscorns in getbing orders wnd in converting,
dercanded preferential trentment. Iany lsbor lesders still fecred wido=

spreod unemployment during o transition period snd loss of old Jobs end

s . 16
seniority rishts.

‘cemwhile, a5 inberest shirted from pesceful pursuits wo war, publiec

14, Percenteges derived from LAT Prcilities Pxpensions, Jtetbus, Procress,
and Perforrence, a monthly roport prepercd Ly HUSe 566 onert FolloW-
ing.

15. TI'zteriel Division mede its firat significant move %o initiste o S wrvey
of the mabo industry, 19 Jem. 1942. Bri~. Gen. . Ce Fermey, .sste
Chief, to Dist. Bupervisor, CFD, in Fueil. Br., RCS, Gin. Corres. filee.

16. Diverzent viows are well swmarized in S. Repbt. Mo, 10, 78 Conles
1 sess., pb. 4, arp. 3, pp. 81-82 (Trumen Committec, 18 Jime 1542);
speech of .illis. L. KnuGsen, before . Y. Div. of Cormerce, copy in
Facile Br., COFD, 337 Corfercnces: Defense Production Clinicss see also
Eusiness Vgok, 2l Decs 1941, pp. 15-16; ibid., 21 Feb., 1942, Pe L7

’ I ¥ ok i

e
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demand for conmversion snd for chu airbtilment of the less essenblel in-
dusbries prevs Vorious influenticl people in OFL end out, o1 whom Donald
Telzon a5 best lmewn, boyen to insist that the way to secure conversiom
ves to foree it by cutbting off supplies of meterisls for produaction for
civilisn use. Curt ilment beccwme aluoat imperstive in the cese of the suto-
mobile industry, for one, wien the Jopsnese overren the lLalay Stefes and
the Mstherlends Lest Indies cnd doprived us of our principal soarces of
rear rubbor. )

In corly Jeauery 1042, OF! asserbled ancther cenference in Washington
of the automotbivo :i.nd.ustry.l7 The conforence spent nost of ibs bLime
threshins over the old strew of the yeur before. Lebor agein presented
the Reuther plsn, snd represcubabives of monsrement spent ramch of their
enorgy in dencuncing it. To be sure, thu originel Fsuther plen ves de-
signzd to enable thes eubomotive industry to build £00 fichter plenss a
dey vhilc contimuing normel production of mobor vehicles; bub Reubher hed
adroitly modified his plan bo it the chenszed circumskences. However, the
conference 4id resch the inmportant azreemont that production of aubomebiles
wes bo sbop on 1 Februery and of lighi trucks for civilien use, on 1 Iareh.
Tre conference also gzoreed co the epnointment of & seven-member menszement-
lebor comitbbtes with an outsider, C. K. Ching of the rubber Industry, as
cheirmen o advise OFT on tho conversion of the autonmotive industry.

L four doys after the autonctive conference closed, the President
abolished OPRE by euccutive order end cresbed the .ar Productbion Board.

WEB was iven the same nerborship as 5P'B bub larper powers snd a different

17. PBusiness ..elz, 10 Jen. 1942, pe 153 ibid., 17 Jam. p. 183 llew Republie,
vole 106, pos 72=75 (19 Jan. 1242)3 Tow York Times, 5-9 Jun. 1948.
18, Ixecubtive Crdcr 9024, 14 Jon. 1942, Code of Federtl Iesuletions of the
U. S., cumulebive sup., title 3. - —
) T et )aiﬂiimlvM
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orpanizetion. The chairman elone ses towaercise the anthority of the
Board, ard thoe obher membors were to give him "edvico whd assisbance.™
Thoe VFB chairmon wes plvoen suthoritcy to determince the polieiles, plens, and
procedures of tho seversl federsl departmonts and fgencius in reupeet o
the preduetion ond procurenment of war msteriel cund of feclilitiss snd to
issue such directives in regord thereto vs he mirht deem necesscry end sp-
proprictc. Ho was Lo perform the funchbions send ozercise bhe povers of
SPAB. Ile was to supervise 0OFF tnd "dirsob suen chamzes in ibs orsanization
as ke muy decn nocescary.® Tho Army-llay Manitions Boerd, which had clashed
with SPAB on varicus cccssions, vns nob sbolished but wes sabordincted to
WF3 by ¢ provision of the executive order that thereclter it shonld report
to the Fresicent throu~h the chairmon of WER. The IProsident aprointed
Doneld Yelson nAs choirmun. (o 284 Juruory, presuvably et Ilelcon®s in-
gstanceo, the Fresidont formally abolished OFI and dremsferred its personnel
and funeticns Lo lelsoen's office.l By usene the entire orsanizotion, not
meroly the borrd, ccme o ko crlled \FD. The net sun of all theue chenges
wss bo trensfori: OF7 inbte JFF with o noy herd end enlarped powers wnd to
. 20

reduce SEAB to tho role of en sdvisor: borrd. Cn 7 April the President
alse cubordinsted the Offlce of rrice fdrinistrition to the chairmon of

21
VIR

The new ehalirira of B did not Imrediately molie eny drectic chenves

in the persomrwel or polieies of tho orprmization. Bub, vith the sapport

19. Izeeubive Grder $040, ibi.d.

Z20. Sce PBusiresc wacd:z, 17 Jer. 1842, p. 1¢; ibid., 24 Jine 1942, p. 53
Teis Bopublic, 1U5:1056 (26 Jin. 1942); 127 Tor: Times, 15 Jan. 1942,
Pae 1c).

2l. Dxecubivo Crder 2123, Code oi Fudornl Rer~dlitions of the U. S,

At r—r—

cumulabive oupe, ikl Se
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of public opinion rna the rorce of eircistances, he pressed hrrder for
conversion cud bozen slowly to clemp dovv on msw coostruchion of wer
plontc.

Verious imdustries vere curteiled or fopped in their production for
olvilitn use wn2 by ona throush late wimbor, sprin-~, rnd scommer of 1042,
The tire rnd cxbens of surtailment in onch ease wes uweuclly the resultent
of r proess: of "pallin~ tnd hewlins" within (3B. The 'dvisory Comitbes
for the industry, btechnieally cdviscryio tho braneh chicf [or the in-
dustry in the Burcua of Industry Tremchus, worr:lly fouhb e~cinst cur-
beilmont cnd for coatinued croduction. So also usually oid the Industry

Brenche Tio comrodity branchss in the I'rberials Ddvision, insisted oa

©

resoic curballment bo save ceriblerl moterisls. The Division of Civilien

2

upply, widch hed boon ercited to pusrd oivilitm interests, znd, strongely

!

enouri, Gio Lebor viviscion, bobth usur 11y contenied Pr early curtonilrent.
aa

uhen eases wers tellem to lelson himself he usuelly supporited curtciliient.

By end ler-c, *aen the subomotive industry ~ot its sbop order, = med
rush encuod. The sorvices 8 il "shovslled® oub consrnybs, wndy of coursa,
they suthorized 5he nacessarr cosversiom expanditures. All wore rnxious
%o mvnil thomsolves of the broime, s'till, tnmd meehdines of the 1a wrest o=
rregovdon of mobal-uoritine enproit in tho worla. For recsons already

Getod, the ANF ~ob the lorrest sharc. The several euwtomotive conserns

Took all the orders thwy coald ret ond rorsonchbl:r wxoost Lo hanile wJth bie

£2. Business L.eck, 21 Peb. 1942, ppe 17 £fe; Z. Jepb. Hoe 10 723 Cone,
1 sess., pte 4, opoe 3, ppe 79-8), revisuia® chories nade by
. . Robert Tl Guthric, wio resizned froa JFB in protest azainst slle-cd
inberforonce - dollar-a.—"ear min with the curbr ilnent pro-ro-,
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edd of bhaeir ro-nler subeoncreetors end supnlicrs, wiwea bhey propesed o

brie ecre ol oiber themsolvec. Oo 7 Dosember 1341, i vis cstizmnsed,

the puto industry held orders For iaw redoricl wmounbir vo . 4,000,000,000
mdwes troducin: ot the rats of only [ 500,000,000 & yerr. By 1 June 1942,
secordin~ co roports, 1t hod @ 314,000,0.0,000 in ordors, rnd it wiic exe
peeberd ko produeo meieriel during Goue yerr volued ob 5,250,000,003.25
In pensrel the seversl serviees deelb wibi: ench coacern seporchely, anmd
each covcern looied oat for itsclf. Bub some effort wear wmadic botu by a
povormment (nd orsrnized industry o ~ulds the proocss of corvorsion and
seo theb it wes done in en orderly comner.

WEZ Chairmen Nolson sent Zrrest C. lanzler, o former cutomobile pro-
due tion man, to Dotroit with Jrrge povors to eot for +IB. Isnzler under-
toolr to find ont iwt the variovs rmenufacturers preferred Lo maze tnd were
best prepsrcd to mure .or the serviecs scd to help distribuie ordsrs in

. . 24
the most lo-ical memmer. Fnudsen, who hed been co xissioned s w
licubeniud ~onerel con 28 Jwuery 1942, elso wenb o Detroib bo assist in
his new capaclby oo Director of froduebicn in the Office of the Under
Seorctery of lLor.

The cutomotive industry orgrmized the Jutomotive Council for War
Froducbion, with Alven Jacanler as presidonb. This couneil ropresented
slxz poverful orjwniz:itlons of long stordin, nomely, the umtounobile 'anu-

facturers Ascocistion, tho fwbomotive Ferts end Ewmipment lenufochturers

23. Busincss .oek, 1% Junce 1943, p. 15.

24, Ibid,., 31 Jen. 1242, pp. 15 £f.3 S. Ce Yonzlor to Chief, Xab. Div.,
Tarou~h Dir. of Furcheses, CUSW, a Pareh 1942, in Facil. Dr., %08,
Gen, [roced. files rowmo by T Dberstadt, AIIR, 19 T b. 18242, -iviam
lists sub~dvbed by Ulomzlar, in Poeil. Br., I''5, Folicy fille.

[ ¥ *ole oy St ——
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Associstion, the subcrotive Tool wnd Dle Irmufocturers ‘ssociebion, the
Tationsl Shenderd Perts lssocirslion, the Yobor Truinment lenufecburors
fasceintion, wnd the Doelety of /mbonostive Earinegra. The eouncil throush
corpiibiecs made m 3urvoy of the mechine tools oi the industry ond dreulerized
the report es well as 1ists of tools degireld by individucrl menufacturers.
It also underbook to Lring munufacturers wnd tool end die mellers Logelher
md to eect o5 & clecaring house for information on production methods.
The eounell hesitated Lo sponsor bools peools, but individucl namufecturers
sold end ronted topls to one cnother Lo ¢ comsidersble exteant. Further-
nore, DPi-owvmed machire tools wvere trorsferred Lrom ons eontrzotor to
enother under procodures tlrecdy deseribods The comneil likewiso worked
outb + plom for tihe lomm of worlzors frc: plonbts idls durinrs conversion and
25

for their reburn withoub loss of senioriby rirhbs. Thus sone features
of thke Deuthor pleon wore rwesurebly reclizoed. Orpinised lebor wes ~iwven
no representstion in the Jusomotive Council for :.sr Production. Fowever,
bir~ putoncebile eompanies thrt hed becn Tishbting the unions nor came bo
berrain as recuired by lew end ey controets, with thoe TUnited ‘uiomobile
Vviorkors of fLnerices

The cotucl comversion of the subo industry, once it was undertelen,
wes effested in & rerarizably shori 'E:ime.% The seme nobives that formerly
hod led memazerent axd lobor bo fear conversion and to procrszctinate

spurred them now to hasbten the proesss, reinforeiny thelir patrioctism

80, Tui's, Col. A. 1l Drakoc, Dup., CPD, to Asste Chiof, I'ab. Dives 13,
51l Jru. 12483 report of Lib. Cole Co Ss Irvine and gje we Lie iuston
en trip to frtrolt ond Teoledo, 9, 10 Feb. 1942; nobtes by Col. Fe
Sehnsoberger, 23 I'esb, 1942, all in Paoil. Br., RG0S, Goaes Proced. file;
Business :ek, 31 Jan. L1942, p. 153 ibid, B0 June 1942, p. 52.

26. TUropnic eccount by I'arc A. Foseo, YDofroib: [Tillion [Tam Arsenal,t
Reeder's Dinest, Isy 1222, pp. 13-18, condensed f£ron Forbes.

o NI T
- e ey
ot "

' <

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958

A
- 3w by vk T ~
= il i
"

340 - - T 123

>

“j

.

L

Jawﬂ:’“”m
awar BT

instesd of rurning co nbter to it. ohere necossery, ¢ostly nechinery es
set out in the weabher, covered only oy hesvy conbs of prerse. Inbtri-
cate inmstaillations werc cub to pisces 1ibh neobylene vorches. IEncincers
worked night :nd dey sebting up new production lines, The 50 engineers
and exocutives of one plant worked from T:00 L.l to 9:00 P.lf. sevend oys
a vecd: for a month. A4 Ford Ilotor Compeny executiv: asked Brin. Genle Ye Be
Wolfe not o pive his compony any more orders for o while; his engineers
27
were goinst to tho hospital, While conversion i.as proceedin-, grest
sehools wore mut into oper:tion Lo train worirers for thoir nev work.

Labor lecders tmd others hed ferrod that the conversion of bhe aubo-
robile industry vould throvr 380,000 people out of worls for months in the
Detroit arca. TIhe gotunl number never excoceded 180,000, snd by sprinz the
number of unsmpleoyed wes shrindtin: repidly. The demcnd for construction
worlters, the schbual vori of tooline up, end the troinin~ schools, ss well
as the spood of comversion, £ll helped to keop the numbers dom. Soon
Detroit vras taliziaz of the necessity of brinsin~ ia 200,000 workers trom
the outslde end of employing wmien in frr preoter nunbers then ever before,

The ingenuity smd resourcefulnccs erercised in convertin: plents were
remerkablye  Hew mechinery wao installed, to be ware; btus of 183,000
picces of tubomobive machine tools mnd eguipment listed by the Jubomotive
Counell, €€ weore beolny operated in wor vork by June 1942, nd 3! more

; 28
were earrsrked f'or the parpese. Siork on now ertleles often weo started

27. Trinscript of telephonc couvorsstica, 3 "arch 1942, in Foeile Dr.,
RC3, Yord-Ypsilenti Corres.
23, DPusinecss Visek, 15 Junoc 1942, p. 15.
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on improvised produccios lines with ihasbever tools were r viilablo Juring
tho time while the resuler production lines werc beinzwi up in the scme
or neishborin, buildin~s.

The specd tnd comparetiv. ease of the cowmversion of the ewbomotive
indusiry do not prove lhat en pdvrres plen for orderly conversion would
nob huwe been desirables They do prove bhebt mony of the fecrs rod ob-
Jections whiecli delryed ecomversion, vhile not ~roundles., er - proctly
eroirerateds  Thoy olse prove thot cnr plua for o nversion siould Lo do-
Ticient that doos rnot pleee rolicnes on kg in~enuity, resoarceiloesc,
tnd initiative of sooplo in the plents to be convorbsed.

Convercion of othor durcblc ~oods indmabries -roccoded jm n Cashicn
girdler to thet of tlo cubomsbivo industry, bus with less fonfrro.  The
household wosher wnd ironer indus trrs Dor omo, roe.ivod pablic nobice for
oxtongive pooline of tools. F3 orprnized ¢ Comvorcion S.ction in iks
Divigion of Imdustricl Cporctioms, end Ird, wricht #ield, esteblishId ¢

: vy 29
Industrisl Converzios Ynit. These vnits wore helpful. lhostly, hevever,

conversion wos o meobber of the eersise ol Judrment en the pert c:i‘ pro=-

eurcrient authoribies in plreln: crders, the exorcise of Judmment by con~

trectors in recopbivs vork they voro competent o do, thi usc of iLnzenmuits

end 6111l by en~inesrs rnd operativur in tdepting equipront, cnd bhic op-

pliection fer end wrovision of DFC~cunced meshine tools in the normel menner,
Ome importont chemne wes redo in bhc rales of -overmment Tinsneing

of freilitice thob operetod o meky covversion somevhon rore atbr ebive to

renufcourerss I¥C, wilioze finemelns s othormsicc proved the nost attrective

2% € 32149, Iro, 29 “ayv 1942,

[ ‘_l“.: 5
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form, hed been ovorse to finsncin; nourecoveranble iters ol cost (auch
o5 those of movin: partition., strenzbhening floors, snd rcpeiring
roofs in privetely owned buildings) ead hed adopbed the rule that it weuld
not agprove such rehebdilitstion costs in ezcess of 57 of the tobsl cost of
the project. TUpon insisbence of IF3, it ncw arrced o rise ifs limit fo
107 axrd to cousicer on their rorits speeinl cases in wiadeh o s5ill hicher
percentaze mirht bo adviseble.

enufecturers continued also to press for sovernment essurption of
reconvorsion cogbs, thot iz, the costs of mubbing converted plents beck
into their pro-coaversior condition &t the ond of the wer. lost of the
responsible officisls ob Wwright Pield vere favorcble. Ilowever, 1iajs ide Co
Hermon, chief of Facilities Branch, Contreot fechbion, juve en adverse
opinion, bescd not on lav but on policy.:ﬂ The metter wes referred throuzh
the Under Suerctary of Lar to uFB, whieh decided sjeinst assumption, and,

32

DEC accepted the deecisiome  Allowence of reconversicn costs lojieelly
appears lozitimete snd certainly would hevo exzpedited conversion. Ilow-
ever, it wonld have led to &£ll sort. of prectierl diffieculties, for exemple,
disputes c5 to what constitubed pro-conversion condition; dispubtes over

wnother nochines sllegcd to heve been injured by roving end storase in the

&0 T-I'l}:, II‘S, ln-j..", $o Toecil. ﬁect-, Offiee, Chiocf. lcts Div', .,E.Sh.., 3 Jan.
1948, in Pueil. Gre, RC3, Frocess. Iroced. £ile; memo for Col. . Fe
Volondt, by . 3. Dze, CUS, 17 Feb. 194235 report, 18 Teb. 1942, of
trip to .ashin~bon ond conferonces with Iye, CUCI, end Snyder, of DEC,
by 1'js We Le Jinsbons report, 21 ‘arch 1942, of lzj. He G. Harron %o
Chief, IF3, on conforences with DFC Counsel (Fle~sbrumn and O'Dars)
endl meme ol enrecment reached, all in Fredils Dr., ROS, Gen. Froced. flle.

3l. UTab. Div. Contract .ecte, Cf llo. 43-32, 9 Feb, 1942, in ATSC law Library.

3%. lotes by 1'nj. %e I winston on conference with ilsj. Farmon et el, 30
June 19423 notes by Copbe Jeo He Srey on policy edopbed by DFC and ASF,

13 Feb. 1942; memo for Col. .. T« Tolendb, by 1.« S 70, (08w, 17 Fob.
18423 all in Puells Bre, RGOS, O.ns Froced. file.
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process of conversion shouf‘d?‘ Dy ;ﬁ@e;@%bzr ‘new oncs. [urther, it wpe-
peared exbremely unlikely thet msnufcoturers ot bhc cnd of the war would
ca.re"bo pat their plents beck imbo thulr prewver condibicns they mizht hope
to sbart peacetime production axein wiuh improwv.d freilitie.. A few compe-
nies hed bargained effeotively onoush earlior in the emergency bo r et re-
conversion provisions in thelr contracts with the fir Corpu. These pro-
visions proved most troublesore.

In peneral the AAT, the .ar Departmont, tho DEQ, and other government
sgencles, in thelr effortc %o expedite industrisl nobilizebion during the
first few months efter we entercd the var, all lowered the safepuards they
had erected to protect the public pursc.

A& few doys afbor the outbreck of ver the Chief of the Ilateriel Divi-
sion requested DrC to oxpedite construction ov fecilities., DPC promised
to do co nmd offered the supgestion thet +the division relex many of its
"ricid TGQuiremonts.“35 Colonel Zehmeebersor pub up quite & battle for
his stenderds but wes overruled for tho most pert. An arroement oo
recched that IP3, in processine sppliceibions Lfor freilitics, would liber-
alize its estimabos ol costs by incressing the cllowrmee for "eontinguneiesh
to 1075 for lemd end lend improvemenmts, 20;) for buildings, 157 for mechinery
snd equipmont (the bi~sest schedule), end 107 for portable tools and motor
vehicles. Tho DFC resident entirsers wore subhorizcd to poreit expondi-
tures to the full omounts of tie estirctec, including ellovances for con-
tingencics, iithout securin: spprovel of the sponsor. They michb ellow

substitution of speciul-purpese ior rerercl-purpose tools; the former would

3¢ TX Feeils Socta, (ffiee, Chief, 7at. Bive, ..ash., to Chief, 118,
W'y 17 Dece 1041, in Pacil, Ir., 188, Procoss. Froced. fils.
ﬁz& 'v_:i'!‘ .~ .
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have less resale velue. They nirht sllewr, vl thout AT cpprovel, peyment
of prepiums for cceelerrted deliveries of tools end construction meteriel
and poyment for overtire worl: on construction, even thouh such costs
would ceuwse overruns. They misht sllow conbreclors Lo purchese equipnmentd
34

end s ecure construction of buildinrs on & cosb-plus-e~fixed-fee basis.
ALl these rolezations, und othor minor ones not listed, were cclouleted
To ineressc costs end dide

In generel c<urins the "heoetic poriod” that followed the deelirstion
cof war, the euthoritios reolexed thiir ri~ld serubiny of ¢polieclions for
rovermient fineneinc. Thoy took menufneturers! estimestes with 1ittle
guesbion snd sporoved overruns, rebrogetlvity, end -bail-outs® olmosi os
o matter of courses. The Feelllibiss Jeetlon, in the C{fice of the Chalef
of the leberiel Oivision in Lashiansbon, showed impaticnce wibth IS5 for not
processiny epplicstions facter, althourh IID ves brediins ell its former
reeords cxdmever schioved the strs speed in later poriods. 0On ore oe-
cazion the Chief of !atericl Division instructed IF: to "stort building

36

richt now rnd justify later"s ond on 1 April, just before \FR crecked
dovn, he onece rnore pev  the injunebion "™bo process first wnd Justify later,”
Oy 15 Jaonery 1942, the chief of the ‘'ceilities Leetlon, Offiea of the
Chiof of I'mteriel Divisions set 41 Jonvery as <ch  doedline for Yeveryone of

"

. . . . BT
theso new expamsicns” to bu in thu hexds ol thr « pprovin~ atoncics.

3%s J%r0 for we O 2@, 072, by Col. e Pe Volondt, 7 Jen. 1248 nd rep Y
1o Jen. 1042, in Foelil. Bre, 0L, srocess. .rccede file; nobes by
Lt. Sol. Grohem, Chiof', Pacil. Br., I:3, &1 Jon. 1942, TE's ol b0
Peell. J.ece,  ash., end roply, 20, 27 Joun. 104%, in Pecil, Dr., .00,
17, Gon. Eroecd. ryilej ramo v'or .riorities Ir., W3, eboub 5 Feb. 1842,
in T..ell. Br., I''S, JE filc.

55+ TiL, Pacil, Jicce Bo Chiof, Ir3, 29 Dee, 1941, in Freil. 3r., ©03,
Procoso. krocod. Uilc.

oBe Tuele,y racil. SCOt-, u‘.’._i:,h-, brfad

57. ibid.
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Somauians lovor, thile conversion of Dotroit was oé full tid., ho tocin

vrged Lusfe in proecssings his orficu nid stoppzd oub on e limb," ho

snid, and si-ped lelbors of inbon: ior over 260,050,000 ot moeshine Lools
. . 38

for over 100 projecig.

Zefore the onbry into wor the llnbericl Division had kesibated to
approve Lbic finemcins of foeilities Gheb mi~ht not b. necded. How it
kasicated o discpprove feeilibiie “hais mi-hb te ncoded. Yhe oiled of
F2%, on one oczesion, sent the otief o1 I&5 o quenbity oy estimabes of
requiresents for zoverrmcat-furnishod equirnont, upon which IF3 must base
esbinatos of mev foeilitios roquirement.. Yo chiof of B3 vxplained thet
he had cdded 85 for comblngeneies, 25, (of 135 ) in entieipatica of the
“Frosidentts Provros," end o sufficiont additioncl poreonteye (of 189 0)

s \ . ¢ n . 39
for sparos to brin~ the tobel bo 225,. of th: current proprom.

Ihout 1 fipril, LEFD tnd the uor wnd Yzvy Dopartmonts besea definitely
to tighten up on the constraction of neow fecilitios. On that date the
Aemy-tlavy lunitions Poard issued ¢ 1iss of eribicul maberials chet mizht
not be used in constraction at all. FB ond tho departments declarcd s
virtuel moratoriun on nev plant construction for 111 services except the

. £0
Ay Jir Porcese For the MF they forbade pormencni types of con-

struction unless thoy were absolutely nocogsery and requived thet stesl

be elimincted frow specificaticns co for as possible. The Tnder Secretary

88. TUE's o Chief, Irs, 1, 4 Avril 1942, in Pacil, Dr., AC3, ibig.

39, I0T GO Bris. Cone fe 1 Vanamm, 0, ,.a.'t..cen., 23 ’uril 1942 in
Paclle Br., 108, Gin. Frocod, P£ila.

40+ Prode Br., $03, Cffice Ordor "o. 6, U My 19.2, in Pacil. Bre, 'S
Poliey file, und .cil. Br. RCE, Gin. Froced, fllo.
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of' war sek up & speeial ccamities under the dirscebion of . J. llndizsn
to melie en "exhwastive stady" of requests for nevr tuildinzs end to
41
"polico! consbruction already spproved.

The chief of IS protosted., He asserbed thut all momfaciburers in
presonbing their appondiz "Als were "conscious™ onlwy of the use of stecl
ond feur of thom lmewr of the "use of wcod." Ho thou~ht engine end pro-
peller plants, the operntiuns depertmencs of larpe airplaone plantsz, end in
genersl buildinns for hi<h precision febrication or fTor processes involve
ins oxtre fire hozards should 1l be built of stoel skeloton or reine-
foroed conerctee Mo wits concorred espescirlly about the bl~ Dodnge enzlime
plant ot Chicowo, uliich, he implied, ho hopod woald be retcinel as s

. . 42 . .
stand«by Loctory after the weor. Undimcn mode caly orell concessions oS
to steel and irdiedtod that ro buildin: would bs counbonenced thns sns
plauned for £ lonzor life thunm from 7 to 10 yerrs., Zenersl Zeaols earried
the matter to conald Ielson end eorro mmy with the imprescsiosn Ghes thoe

L] - [ k| k, (3 - 4:5
policy wes Lizcd emd bhe end of mew conubruction ves spprocchinz. Ths
Ire Peeilitbicos Brinch sccordinsly wdowbed the evaluablon rules tnd ¢he

44
clocv serubiny necessery bo Justify its projects o hisher euthority.

W

In Izy the rublic lerrnod that Doneld Ielcon had direcbed thabt Ghe wer-

41, TV Tes. Dlve, 1ab. Comdey 1.06he, Bo Chilof, I53, 17 April 1842, in
Freils Ire, 08, Trocesu,., Lroecd. f'ilc. TFosources Divisicn sucecsded
Troilities eooblion.  In llrrelr LU4Z [nberlel divicionbierie .lateriel

Cemmend rmd  ri-ht Tield beersrs nboricl Contor. Tric. Comn. K T

Vrrgzon 106 desl-pesod Commend. n Monerel of Tatericl Center +with his

officu ab ,ri-nt Ticld.

ToX's bo Chiel, fes. Dive, wash., Zu Spril (nd 1) Py 1042, in Teeil.

Eres H03, Cone froe o file,

TuX Chicfy Ness Div.e, Wodhey, %o C0-2, Te3, 12 Jryy ibid.

Fooile Ere, T8, "0 Ve 4713, 13 Tow 1242, Ln FoGile Lles Xoms

Frocesne frooed. filo,.
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plant-exnension pro~rir. be revicwsd nd curtailcd.

In the lotber half of 1042 the .7 rat able Lo meet sosv of its

rocds for faciliticr by *diing over ¢ muwber of plenbi thot hed boen
.
workins on Ordncnee contracts. It hod bocn found thrt, undsr current
46

prosrems, Ordusnce hed nore fecilities then necessery for certain items.

Leforc the crd of Lho vor cize there were te bo noce now consbtruc-
tions nd exponsirns of foeilitics for meking LA7 meberiel, some of thom
lerpe oxes. In penorsl such edditions vere ned. necessrry by the cheng-
inz dememd: of weor robher thun laer of over~sll etproiby. There vt to
te & conbinved ler~e doisnd for rachine tools. Thore wis some reloxation
of the ri~id requiremontc for csprovel of projoctc o the mabtericls
situstion eased. Bub bhe poriod or hurried covin- of newr ver plents ower
the face of the land wnd of feveriskh conmversion wrs over or, rathor, would
be over s the ezprasions ond comverslons subhorizod early in 1042 should
reor corpletions Of ©he totrl sum of covermment funds gobhorized for

Preilities undor ALF cosmizance to the end of 1944, mesrly 64.: was author-

o

zod in tho yerr 19423 snd mmeh the rroater part of this rerocniege was

eubhorized in tho first fevv nonths ol the yesr. Only 220 of th. total

a7
sum wre eubnorized afbor the end of 1942,

45, Sou Richord Lee Strout, "irmerice Dabers e Shortage Doonomy," liew
Ropublic 106:818-10 (15 June 1042). -

46. Totes by Col. Fe Schpecborger, 14 July 1942, on conference in ofifice
of Col. 1. . Eurn.sid.@; EES, 15 -Iuly 19‘:{2, in I"B.c:'l.l. Br-, RCS, jehe
Froced. files nwercus doowenbts in Ilomufe Ifethodo Br., KOG, file
211,1, July snd leser; ICH, Col. Ce S Irvine, Tzoc., Frod., Dive, to
0G, l"ot. Comd., 14 Cobt. 1942, in of'flce, Dep. iC/18, 148, Feoll. file.

47, Fercontewes derived from A'F Facilities Ixpansiors, Ubotus, Procress,
and Fofformence, & ronthlr roport provared Ly Hiu; report of the
Erersoetions of Facils Tr., Procurs Div., "0, to 1 Ifay 1943, copy in
MToC Historieel (ffiee. floe soo chu chert opposite p. 155,
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The decigion in the sprin< of 1942 thelt the timo had cone bo put less

e

meterinl and lobor inbo buildings e¢nd mrcehine tools and more into the
actucl producticn of mumibtions obviously could have kecn little nore than
a puess, at lonct as far ey fecilities for melting LAF mabteriel were cone
gerned. Airplsnc ssscmbly emd cirplone engine plants muthorized in the
spring of 1942 could nmob ressonably be expocted to get imbo full production
before late the next yoar. Time mizght shew wo hed beoo meny or teoo few
facilitics for the necds of the ermed forces or for the availeble materials
or laebor. Seobtbinzy up wer plembs could not be en exect science.ﬁs The
demends of warfarc cculd nob bo forecest with accuracy. llanufacturers
were muking uwnfemiliar erticles. They would heve bto employ much new labor.
They oovld not estimebe cceurstsly vhet thuir preductica reabtcs would be.
Cne thing is eertein: responsible oifficiuls preferred to err, if err they
must, on the sice of tn excess of facilities rather then on the uide of
o doficiency.

In lete sumser 1942 thers wos o tendemey to tishbin up also on financ-
ing new mechine tools tor converted plembs. Too much hi~h-;rade steel

49

required for spocisl perts wes found goin~ inmbe new bools. It wes Ffound
elso thet monufeoturcrs, preforring to et new DFC-ovmed bools, were with~
holdiny their ovn tools from goverrment work. Sore thousht wes oven niven
o ecommendecring or draofting the "thoussrds® of eveilabl. machine tools

-

thet were not boins employcd.oo

48. Ixcollent stsboment on this zoind by Lis. Gon. Brehon 3. Scmervell, ©%,
48P, in memo for the UB/(.’, 11 June 1943, in S. Tephe Ioe 10, 73 Conze,
2 se¢se,, phe 16, ro. 173-32, - - =

49. T.X Res. Dive, wushe, to I:3, att. Tools Br., 13 July 1942, in Fueil.
Br., ECS, Gon. Proced, file,

50. Uot-s by Col. F. 3chneebor=er, 1 "u-+, 1942, on corference in Clevelend

betweon AAF end Grdnc-nca,.'m eouf. Tetheds Fr., ACI, 411,1

%‘:j’_m{‘%gsm
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The hazards of sotusl vor mede it sécm prucent to cemouflege ouy

more importent wer plants loceted neer che eonsts 1nd to nele provision
for Vbleckouts." It wos also meacssory to suerd e-ainst schobaze wnd
espivpsce in ver plonbs Shrousheut the covniry, ond for this purpose
hi~h, heevy-stool wire forocs werc erccted and other dovices providcd.
Tho cosbs hed o be borno by the soverrmment, and, citer some diccussion,

51
it wes deocided bo Pinenco thom so “"ecilities .M Tt would be all buk

impossible to deterndince how mmny millions of dollars werc spent for cemou-
floge ¢nd bleckout, wuiocl, witu sone possible execptions for bloczcut on
the very scebosrd, evints proved Ho heve boen entircly unnsecssory. Lub
there wes mo wey of Imeving beforehrnd that thsy would not be necessory,
end cuthorities déred not tolic she risk of omittin~ theme The fencin:
cbsorbed hundreds of thoustnds o1 dons of stoel thab wee bedly needed for
munitions end wachinery. IFS sousht o hold exwmerditures for sll these
items to & minimum. Cn L 1y 1942 It. Cen. Erohon B. Sorerwell, Chief of
tho Jervices of supply, Torbede further use of ohein-link- fencos.5
Fortunatelyr it wr. nobt nesessary in this cousbry, us it wos in some
of the other metiors ai ver, 4o build mcbile plents rnd undor: cround alir-
plenc feetoriens Tho Beoins plent in Lesttle, vhich made 23-17's, sesrmed
espeelally vulnerzbls. In the oorlier part of the .or o complote sob of
stend-by tocls, jize, dics, end drovines for melin~ th.e borbers was os-

serblud b an inbdsrior point, Dallas, ond kopt up to dute. Aftor the

a——

51. Col. P. Gelmesberjer to Fres. Jcx Lusbinds, DPO, 17 Doc. 19415 end
opinion of fiej. a. C. Darmon, Ficils. Pr., Conbruch Secie, 5 Jrdae
19425 in FPrail. Br-; T\’GS; Gene rroced. file.

+ Dircetive bo culefs of vupply servic.s, ond I01, "a,j. Js Go Your
Aozt Ghv‘ei‘, THese Dive, .oche, to Chicl, 1.3, 7 Ty 1042, in Froil.
Bro, RQH, Gone froeced, filo. -
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cerjspey hod pesscd, sonl of thew weres seat 5o Yhe TVens olomt b Lurbsns,
535
Coelife, rnd usaed in srodachions

Frozuresent officers during the ripid robilizetion of industry in
1042 did nob cntirely forrot principl.oc of distrilution of wrr plints :xd
wer worize  Dub they did mot slleow princinles to inSorfere with expadibing
rroducition,

IZ hed bewa tn iter in =Uuy planc not So erec’ runitions foebories
within 2C0 niles of the Loundorics unless there wore compolling recsons for
doing so. Tor ¢ tire oiver T Decsrbor the CGUSY vams inelined ko enfores Lhe
rule strictl;s for the obrips slon the serconss. Iovavar, tho desirnbility
of putling plents shore sizilled 1l Bor tnd netal<rori-ia~ indusiries vere

54
leseted vos nearly cduuys cowidered o conpollin-~ rescon. IZxespt thet
partly buewmne o1 strateric principles she pi: ~overament-cimed bombor olants
wore built dsop in the interlor, concidorabions of siratosy cifeoted the
disbribution of AZF-sponsored projectis bub 511 hisly.

The $ask of sgreading wwir vork rons sull coneerns 585 well &s lor-e
ones wnd thus wbilizing their noanzo.ont, labor, rmd nschines proved cone
siderobly ousier afbcr ocur ombrancs inbto the wor thin it hed bean before,
The rrocurcinenb entlorities hod rmeh reaber lovere~e. Thoy ecombrolled the

fiin

flow of naberirls, machine tools, snd lcbor. Thoy lot the comtrachs under
uhich most of the monufseturing of the country vrc to L. done. Tor most
soncerns 1% wes rovermient work or littlo or no vor: ot ¢1l., The -oworne

meny evmed ¢ lorse pird of the tovli. Ss o lrsh resory, procure =nt

82, Imborvieus with 0. '» Trirbuch, Chicf, ond T. .. Turdr, rrojuct 0f-
ficer, lsnuf, "ethod Dr., 20S.

e 200, @e3e, nobow b Qol. r. Schnesber-er, lo doxe 1942, in Freil. Br.,
Gon. rrozcd. fila, Tt
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inbshoritios could soize end opurite feosories, shops, smd wmills, end thoy

now had fthe wanpors ol publiec opinion 1or thelr me:rsurss. Under tio cir-
cumstonces & govermint roquest to a primc coubroctor Lo subeontroet &
specificd portion of bhe irexdr 50 & proticuls, subeonbractor wos oluost
Yonbemount Lo &n ordor to do so. Larse concorns wore often inberested in
toliiny eare of cholr renuler subeonbrreteors snd mueppliers and, ir fnob,
ofen reccorrisnded expgansion of subcontrretors’ facilitiog.

Gutsldo thr Services, effTorts were conbinued bo ive saall concerns
spooicl help to offnot nscured or recoqnized dissdvanboges in cornebibione.
Cn 1 April 1942 bhe Fregidenbt issued en order emthorizins the EPC ond the
Fedeoral Tieserve Systen bemio So rueke lorns un bo 109, of requirenonis to
coupruics enzorin: in wor wori, Uorthe ;arposs of providing sworiing copibal

~ 'y . » 55
tnd mecting conversion and mntericls costs. IThe 5 ervices already had
suthorlby to cdvoneo conbractors ns much as 307 of The emounts of supplies
58 N ) i
conbracts. In June Conzress created o tmailer ar Plents Corporction

87

(317F2), end provided it with a cepitol of 150,000,000, This COr[Ora=

W

tion was expowercd to ool mmd asceept prims wor conbtroots and aubled the

L
-
=
o]
tod

work bo smell plenty so rcite loens to o eorcorng rnd o provide finans
clal and (niirserins &ld to chop pools thet ouch [irms mi-ht forms 1 FB wBsS
eubhoriz:d to corbify srell budns®:s .o the procurcnont subhorities s cone
potent to hendle sprelfie jobss thet is bo soy, wFB could virtuclly cxdor
the serviess to let spocified combracts ©o specificd firs.

Donald llolson, Wrd cheirapn, chosc o constrae bthe 8,00 Act £5 o var

measure roather thvn & relief moasurs., Te saids

S0s Businoss el ¢ .pril 1942, pe 7.
80. ° ¢ sbove, pe 208,
57, Public Law Ioe 503, 77 Congz., aprroved 1l June 1U42; 58 5tot. 3ol.

]
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Mhat we have in th. Smoller r Flenss Corporetion is

s mechanisn to holp us inerense the total quenbtity of essenbicl

rgoods needed in this woy r:ther t.in & relief ageney. If it

should unforbunebely develop thst oubrighkt relief messurcs for

stanll business are necessary, it must be recllized that e

mechmisrgsother then SvEFC must be found for exbending such

ralief.*

SUWEC itself opserwied in & conservetive menner snd oid not try to force the
gervices to let conbracts to concorns nob compotent to hendle them. The
AR lateriel Comcnd (the lateriel Division hed beon so redesiguoated in
Parch 1042) held no brief either for or copinst smell business s cuch.

It was interocted in gobiing wmelberiel made o expeditlously ss possible.
It did prefer, other thinws keing egnal, as hed beon nobed, to keep the
nunber of prime contrnebs btoMminimum and let prinme conbrectors breclk
dowmn the jobs ond distribute the vork to subocontractors.

To surmariss, tho btransition fros preparstion for possible war to
conditions of sctucl ver did not necessitebe =y considereblc chomres in
legislation relating bo mobilization of indusoriel fecilitiec. Nor did
it require eny fundcmentel chenges in orpenizeiion or proecedure. The
ground vork hed been leid before the war. It did, however, ~ive & new
urgency o measurus for indusiriel ezpimsion end brousht o chango in the
public attitude towerd thez. It ondbled the authoritics to use methods

end devices which, alvhough thoy were permitted by law, they hod hesitated

to employ before the esctucl outbredl: of wer.

58. Guoted in Eusiness .celz, 18 July 1912, p. 32,

t i
ey
@%‘g'"‘ 1 - .
A R ,_E‘ 5
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bs the demands of defense nd then of war increuscd, the novern~

ment was dravn forthcr snd ferther into the whole ficld of produstion

consrol. It mot only found it necessory, 85 has toen sesn, to five
sorm: deflence ordors preferonce ovVer obhors, to Sive war work priority
ovor productica for eivilian use, tud to bell coabrocsors ith uvhomn
thoy must subeomtract or piooe supplics orders crd o vhet oxbent.

1t also found it mecesiLry vo repulete the {low of meboriels, prrbu,
rnd lebor to the wonr plents rnd even 4o copcorn ibtscli with the
internal orginisniion, the shop pennrencat, snd the menufecturing
methods of she conesyuy cmzesed in defense or wor production.

The ~overmuzcnt could not avoid cuch rezulstior. It had undortelien
to provide o lerge progortion of the fooilities end wes thercfore
entitled so be sotisfied taxt thuy wore boiny operatcd to capneity emd
in sn officient menner: the mors efficiontly thiy werc run, the fewor
novr feoilitios must be provideds The sovermment wes peylug for the
products of the Preilities wnd therefore ued o finansicl inberest in
seein; that thoy produced ac ccomomicrlly as Doz sible under the
cireurstancoss L6 had the sroat overridiny obligation of secind thet
munitions wers produced in sufflcient cuwntitics end ol proper qualities
%o meet the regquirencnts of the arrsd forees. Tt coald not permit

faotorics to bec idle becamuse of maldiskribution or tools, materials, or

. . labor.

|"‘ai|."'
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The task of insuring 'ad adequate £Low aad the proper distribution

of materials, machine tools, and standard components became increasingly
diffieult through 1941 aad on through 1942. Divergent views developed
as to policies and methods. These, at least in part, were the cause
of conflicts over jurisdiction. The most serious organlgzational
difficulties and inter-office quarrels that have occurred at wrigit
Lield were involved with materials control and tne very closely related
probleri of scheduling production. Also the principal misunderstandings
between the Lateriel Comrmand and +FB arose over the same matters,

yhe early system of controlling the distribution of tools and
materials by priorities largely broke down under increasing stralus.
he demand for machine tcols remsined great all thrcughout 1942 and
the first moiths of 1943, and the demand for fabrication materisls and
componeats increased prestly as new plants came into operation. Some
contractors were slow in placine orders for tools and materials.
Uthers overbourht tools aad managed to build up excess inventories of
materizls and parts, thereoy inereasing the ditficulties or tneir
fellows. ravorsd tool makers had great backlogs of orders, while
others were even yet not fully employed. To some extent the supply
services theuselves contributed to the botilenecks by comreting for
priorities for their respective contractors and by over—gcheduling the
groduction of corponents, eouipment, and spares.l It is evident that
overproduction of sorie items might result in underproduction of others
3f sunh excess iters absorbed the machine tools and c¢ritical materials

needed ror the others., sAnd the shortage of essential parts, components,

1. See 5. fect. do. 10, 78 Coacs, L sess., pt. 4, pp. 7 £f.; Col. 7. e
Powers, fdmmnlstrator of 4SU, to eircraft manufsctvrers, 24 April
1942, in Certificebions Unit, LT3, kFroced, file.

i
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or equipment would keep olnerwise complete plenes, guns, and tanks out

e
of action.

Tt will be recalied that in December 1940 Col. XK. 3. Wolfe,
chief of Froduction kngineering Section, had established a Scheduling
and Priorities Unit in his section.2 It soon was renamed the Produc—
tion vurveys Eranch, perhaps to distinguish it from the Lircraft
Scheduling Unit, which CPL shortly est: blished, Froduction Surveys
granch dealt with the preduction of contractor-furnished ecuipment.
irong its numerous dubies with regard to such equipment were those
of making surveys to discover capacities, scheduling ‘be production
of manufacturers, and interceding on behalf of ALF contractors with
Friorities Division, CFl, in matters of priorities and allocations of
wmachine tools and materizls of which there were critical shortages.3

In Yarch 1941 OFL established a unit at . right ?é‘:i.elcl4 that was
soon known as the Aircraft Scheduling Unit (4SU). It was set up with
the approval of bhe .ar Departuent and the Joint Aireraft Committee
(J.6) of the ‘rmy, Navy, sad Eritish lir Commission. ASU was headed
by an administrator desipnated by (F.0 and a representative each of
the Arm; Air Forces, the Nevy Bureau of ieronautics, and the British
sy Cormission, ‘The £3U functioned for the whole alrcraft industry
of tiie country. It was authorized to exercise control over all

contractor-furnished aeronautical equipment (CFL) as well as over

2. Above, p. 101.

3. PES CI Yo. 4155, 26 April 1941,

4« To be precise, it was located in downtown Dayton. The UYateriel
Division outgprew accommodstions at .right Field, and for a time
a number of units were located in the city. ALl are referred
to for convenience as being at wWright Field.

J‘-_ [N
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all critical materials allotted to the aircraft industry, and to allo-
cate them within the industry. It was to discover all critical shortages
of CFE uad all difficulties that were calculated to delay aireraft
production., It was to conduct surveys, when authorized by OFk, to
discover what the industry's capacity and reaquirements were. It was
to conduct surveys, when suthorized by OPM, to discover what the
industry!s capacity and recuirements were. It was to receive from the
industry its requests for machine tools and forward them with recommen-
dations to OPY. It was also to advise the supply services represented,
that is, llateriel Division, Navy Bureau of Aeronautics, and the British
Air Commission, of allocztions made of orders for critical items of
government-furnished equipment and assist them upen recuest in over-
coming critical shortages therein. Finally it was to refer to OFM
discutes between the aircraft industry and other industries.5

Phe ASU underbook to perform its functions through the persomel
of the services and particularly that of Production Surveys Branch,
PLS. Production Surveys Branch thus functioned in two capacities, as
a branch of Pi3 and as a unit of OF. Such an arrangement was
authorized by the presidential order establishing OFl, Tt was
economical of manpower. Unfortunately it was also-likely to lead to
disputes and misunderstandings.

The line of division of authority between the supply services

and 4ASU was not drawn very distinetly at first, The directive setting

5. lemo for manufacturers of aireraft and aeronautical equipment
Ly Lerrill C. Meigs, Chief, Aircratt Sect., OF, 5 Kay 1941, in
ATSC 321.9, Scheduling and Priorities Unit,

Ty s
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up ASU was revised and ::?es-zw:ﬂr:i.sedw6 Bitte;"c;uarrels occurred between
ASU aad PES over jurisdiction and poliey, particularly over scheduling
and requirements. ASU believed PES was overscheduling. PES felt that
ASU was encrozching unnecessarily on its preserve.7 .

fHuarrels also cccurred between Production Surveys Branch, PE3,
and Hecuirements Branch, IP3, over the making of industrial surveys.
fhe lstbter was making such surveys by authority of OFM. FProduction
Surveys Branch claimed to be the sole authorized surveying agency for
the aireraft industry. Indeed, it had at cne time been so designated
by OPM.S

Tn an effort to end such disputes, the Chief of Materiel Division,
upon reguest of OPi and the*Under Seecretary of tar, transferred
Production Surveys 3ranch from PES to IPS with all its functions in
connection with ASU, on 16 Uecember 1941, The Chief of IP3 or someone

designated by him was to serve as the Army member of ASU.9 IPS was as

b, See, e,g., mano cited in footnote 5; TI No. 686, Office, Chief,

Lat. Div., iash., 28 March 1941, in ATSC 321.9, S and P Unit; IOH,
Laje Re we Hawlings to Chief, Mat. Div., 22 lay, inclosing proposed
revigion of "Iirective and Instructions for the Operation of the
OP¥, 8U, sircraft Zect., LF, Dayton", ibid.; Change Ho. 1, Mabe Div.,
GO 5, 17 Hove 1941, Directive Hstablishing scheduling Unit, in ATSC
Contract Files, 321.9, 48U,

7. IO and memo, Lt. Col. XK. B. lblfe to Chief, lat. biv., 18 Oct. 1941,
in ATSC 321.9, S5 and P Unit; IO, tlaj. J. ¥ Barly, Chief, Prode
Surveys Br., to Asst Chief, Lat. Liv., 31 Oct., ibid.; ION, Lbt. Col.
K+ B, uolfe to Chief, lat, Div., 11 April, 1941, ibid.

¢, OPF Admin, Order No. 1, 28 Feb, 1941, in Facil, Br., Res, Div,, M&S,
0Pl file; ICM, Maj. J. F, Parly to Chief, PEs, 1 July 1941, ATSC
321,9, S and P Unit; IO, Maj. fi. W. Rawlings, Chief, Budget Cffice,
to Chief, FE3, 10 July, ibid,; IO, Chief, IPS to Chief, PES,

4 huge, ibide; ICH, H.C.T., Prod, Surveys Er. to Chief, PES, 31 Oct.,
on division of responsibility between IPS and Prod. Surveys Br., ibid.

9. IOM, Brig. Gen. O. P, Nchols, Chief, to fsst, Chief Brig, Gen. G. C.
Kenney, 16 Dee. 1941, in ATSS 321.9, IPG; transcript of teliephone
conversation, Lit. Col. F. I. Hopkins, Jr., and Col. F. Schneeberger,
17 vec. 1941, in Facil. Br., RCS, Gen. Proced. file; notice, 8 Jan.
1942, sigaed Brig. Cen. G. C, Kenney, Asst. Cnief, Mat. DPiv., in
ATSC 321,9, IPS vaui'x ‘w TR el
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much disposed to dispute in prineiple the jurisdiction of ASU as PES
had beenj but wractical working relations were inmproved, at least for
a time.

The IP3 transformed Production Surveys Branch, when it came over,
into the laterials Control Branch.ll Shortly it divided the branch
an& egtablished a separate dachine Tools Branch.l2 ASU, on its part,
egtablished a Tools Coumitbtee, a sort of little 4SU, to work with and
supervise the lL.achine Tools Eranch. It consisted of one representative
from WPB, one from Lateriel Tivision, and one from the Navy Bureau of
seronautics., The committee bore the same relation to the ilachine Tools
Branch that ASU proper bore to MYaterials Control Branch. Navy Bureau
of Aeronaubics personnel were brought into the Machine Tools Unit as
well as into llaterials Control 3ranch.

Under the system as it developed, the Lachine Tools Zranch and
the Tools Committee functioned for the entire aiveraft ind.ust.ry.l3
They surveyed the industry, compiled its reauirements, and presented
them through military channels to "PB. /P2 allocated the country's
entire machine~tools production to the various services and to

industries engaged in production for civilian use. The Tools Committee,

10. See, e.g., notes by Lt, Col. D. A. Crahaw, Chief, Adm. 8r., IFS,
11 Jan, 1942, on basic authority for .S, in Facil, &r., uCS,
Gen. Proced. file.

11, I3 O No. 72, Amend. No, 1, 31 Jan, 1942, ibid,

12, IFS O No. 8k, 23 Feb, 1941, in ATSC 321.9, 1FS.

13. Account based chiefly on Maj. H. E. Sage, former Chief Tools Br.,
"Tools Unit, 1CS, Past and Fresent", ms. lent to the author;
written account of his duties by C. Vs Scheble, Givilian Chief,
Tools Unit, uCS, and interview, 20 Cot. 19443 interview with
Capbe Lo L. Bushong, Chief, Allocatioans subw-unit, Tools Unit,

20 Cet, 19443 and unsigned memo on procedure of Plant racil. Sect.,
Navy Bur. of iseronautics, in racil. Br., 503, Gen. Proced. file;
numerous documeabs in ATSC 360.01/317, Policy, Critical Shortage
Eeports; detailed charts showing authority and functioas of ASU,
in ATSC Historical Uffice,

.
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throu-h the Tools Branch, in turn allocated the toosls allowed the air-
eraft industry in general smong bite army, the .avy, und the adritish
for their respestive facilities, and also to eivilian aircraft pro-
duction ~= the litile that was left of it.

The cormittee and the branch, that is, in practice the branch,
employed various expedients to make bthe available tools go around sad
to overcome critical shortages,

For one, bhey assigned the "urgency standing" numbers to machine
toosls orders on Friorities Sivision form "PD-3A," Urgency standing
pumbers were still useful to a degree,

Another expedient employed by Tools sranch during tie period when
denand for tools was greatest was "status' reports. .anufacturers were
remired to subnmit such reports at intervals. The status report was
designed to wisclose surplus tools aad to compel contractors to study
their tools resuirements more carefully rather than to "make a guess
ond multiply by two.! The device was eventually abandoned because it
reauired a closer follow-up by plent inspections thun the liwited staff
could accomplish,

Other expedients to 3id in distributing tools involved the ase of
foru ASU-29, “icouest for Improved velivery," coumoaly called "Cribical
Shortages." rhe manufacturer first applied to the ALF or lNavy factory
representative, vho undertosk local action, if possible. The factory
representatives were handicapped b the necessary .F3 rule that the
services might not make direct coatact with machine tools builders,

If local efforts Lo remedy the critical shortage proved unavailing, the
ASU=R9's were forwarded to ! achine roq}??hagg%rﬁt Fields

e
- -~ n,:ﬂ(z(‘*k () w\'“ !&M‘"
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Tools Branch, in such cases, might atbempt diversion, That is,
by direct contacts or through .PB, which kept a master list of all
the tools built or beinz built in the country, it might find another
manufachurer who was having tcols built similar to those requested
but who would not need them so soon as the contractor who had sub-
mitbed the critical-shortages report, The Tools Branch then reguested
the second manufacturer, if found, to let the first contractor have
priority. If consent was secured —- and it was, for the second
contractor might also resvire favors sometime w- Tools Branch sent
the proper notice to Tools Division, WPB, lashington, which issued
a "Diversion Order" to the tools bailder.

If diversion dld not appear feasible or desirable as the method
of relieviang a particular critical shortage, Tools Branch might
effect a transfer of tools from a contractor who had surplus tools
or temporarily idle tools. If the tools desired were privately owned,
the branch persuaded the one contractor to sell, lease, or lend them
to the other. If the tools were owned by DPC, as in the great
majority of cases they were, the branch persuaded the lessee to re—
lease them; and DPC, whose concurrence in the trausfer must of course
be secured, e¢ither lent, rented, or sold them to the olher manufacturers
Eventually transfer of tools became the principal corrective measure
and, after the war plants were once fairly well tcoled up, the
principal funciion of the Machine Tools Branch.

It is obvious that this system of controlling machine tools
reouired the keeping of intricate records, Tools Branch, according

to its own admission, did not have a satisfactory system of records
o an T

oyt
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until afber the most difficult pericd wes over., It was very hard

to keep tools lists up to date when so many tools and so many agencies
were involved, not only central offices bub district procurement
offices as well.

It may also be obvious phat «F3 was the proper agency to keep
the master tools list and to exerciss general coutrol, Machine-
tools builders frequently served all branches of industry. They
build machinery for manufacturers who were prodacing goods for
eivilian use as well ag those enraged in producing munitions and
supplies for the armed forces. & large proportion of the machine
tools, perhaps a half, were general-purpose tools capable of being

used in more than one branch of indust.ry.lh

Often several manmufacturers
had their names on the waiting list for the same tool. Not only did
the manufacturers compete for tools, but the supply services also
competed on behalf of the manufacturers over whom they had cognizance,
A naval officer engared in tools control listed as one of his duties
that of watching to see that other services did not “ifilch" the Javy's
tools. It was difficult to keep over-zealous representatives of the
services in check.

The IP3 Materials Control Branch, working with and under ASU,
did much the saue things and in much the sause teanner with regard to
contractor-furnished ecguipment and materials for fabrication purposes
that the llachine Tools Branch and the Tools Counittee did for machine

tools. They too functioned for the entire aircraft industry of the

counitry. The work of their landing Gear Sub-Unit in procuring eleo

14. Estimate of Capt. G. G, Hathaway, formerly of Tools Unit, KC3.
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struts may be taken as typical of their aetivities and methods.l5

The Landing Gear Sub-Lnit compiled the numbers of struts of
various types recuired. This was a2 simple operation of derivation
froz the monthly schedules of airplane deliveries. Cnly the determina-
tion of the proportion of spares was difficult: WPB sought to keep
it down in the interest of econony of materials and labor; the ALY
sought to keep the proportion up to preserve a margin of safety,

The nurbers once determined, the sub-unit advanced delivery aoctes

60 days over “he delivery dates for applicable planes in order thab
there be no delays in the ussenbly plants. Then the unit allocated
strut production amons the struty meaufacturers and fixed their monthly
schedules. This involved meebings with representatives of the companies
and oiten involved changes in schedules afber conbracts had been
signed and production begun, for manufacturers could not always nieeb
accepted schedules, If = shortage of [acilities appeared, the sub-
unit recommeaded expansion through ASU to Facilities sranch, IPS.

ihe unit also acted as a clearing house for problems of the strub
makers, coordinabing with other branches and units at rigat rields
For exammle, it used its soocd offices with Lachine lools oranch to
exnedite dellveries of tools,

Cther jindividwal items of upE and various materials became the
charges of other units and sub-units of Materlals Control Branch,.
Aluminum and magnesium, both raw and semifabricated, were so imnortant

in aircraft constructicn asd shortages were so eriticel that their

15, 1erio on oleo strut production, 11 Yay 1942, by .illiam T
Cazelkack, corvamltant, inclnsed in letter, T. P. Lrisht,
Asst. Chief, Lireraft Cect., F3, tolaj. Gens 0. P. Zchols,
20 Lay 1942, in DeS, ush., "Itruots-.PB"; numerous documents

in LISC 360,01/317, Folicy, Critieal shorteze neportss
muwmw#wm«;; A1y, CoT
i Lgizzainhﬂ_ -
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allocaticn was entrusted to a special branch, esteblished in April 1942
and renamed the Light ‘etals Pranch the following month. It too

. functioned with 43U for the eatire airerait industry in a manner
similar to that of the l'aterials Conbrol Eranch for other items. The
functions and working of the Light "“etals Branch sre deseribed in
detsil in ancther study.lé

Unfortunately the inherently great difficulties of determining
requiresents, alloecating, and scheduling were augmented, to a degree
impossible to determine, by organizational changes and experimenta~
tions, especislly at ripght Fleld. Changes and frictions may have
been largely inevitable under conditions of sudden assampiion of new
responsibilities and wushrooming growbh. ‘uicker and more impetuous
officers were likely to hecome inmpatient with the cautious and method-
ical approach of scue of their fellows.

In February 1942, shortly after the transfer of Froduction
Surveys Brench to IPS, PLJ esbablished a follow-up organization with
the gencral function of expediting production by work in the field.
The chief of PL3 contemplated that it would gradually assuae most of
the current Cfollow=up functions not only of PL3 but also of IPS,
the Budget and Fiscal Office, and "perhaps supplement, but not eatirely
supplaant ,* those of the Conlract Section.” Circumstances alier cases,

but it is conbtrary to a general. principle of good administration to

1é. A'Y Historical Study (in prepsration), "Light Metals and Other
: Oritical Aireraft !llaterials . . o

. 17, ICM, Chief, PZ3 to Asst. Cnief, Mate Div., 20 Feb, 1942, in

) A103C 321.9, Frod. Dlv,

B R

Wirrr. -
TN e,
e e bew - -

t

THIS PAGE Declassified IAW EO12958



This Page Declassified IAW EO12958

e ——

T .

LAFIE=L0 SR 147

set a unit to correcting the work of other units of coordinate or
. higher rank.

On 1 April 1942, P53, IPS, and units of the Budget Office were
combined into a2 Froduction Division, "in order to iumprove efii‘in:i.e:m;';r.“}'8
The former chief of PES, as senior in rank, became the chief of the
new division, &t the same bime a new Froduction Control Section (PSS}
was established in the Froduction Division. The new sectlon was
instructed to "follow up" the "basic program" through PES, IF3, and
Contract Section by liaison with the branches thereof until the
conbtracts should have been released.19 This caime close to giving one
section supervision over the activities of organizations of ccordinate
or higher rank. Contract Section was of equal rank with Production
Division, PCS also was given a number of duties that largely duplicated
those of units of IPS. Budeget Office managed to retain the functions
supposed o be transferred to PC3, TIPS resisted attempts of PCS to
encroach on ils prerogatives and was supported by I«.SU.EO

In June 1942 a conference of representatives of the ALF, the Havy
2ureau of Leroaauties, wnd JFB agreed upcn a new method of determining
the aircraft industry's recuirements for raw materials. Tne conference

requested the estoblishment of a unit in the lLdministration Branch of

IE3 to administer the plan. The chief of the Production Division

18, at, Comd, GO #5.
19. Prod. Div. OF Ho. 42-12, 23 lfay 1942, in ATSC 321.9, Frod. Div.;
ICH, Col, ‘fs De Eckert, Exec, for Prod. Control, Prode. Dive, to
CG, Nat, Cen., 27 Ccb. 1942, ibid.
] . 20. Col. Don Hutechins, Chief, PCS, to Army Member, AS5U, 17 Oct. 1942,
and numerous other docunents in AT3C 321.9, Prod. Control.
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vetoed the arrangement and recuired the establishment of a Production
Reguirerents Plans franch in IPS, "for the purpose of coordinating and
effectuating all activities of all Branches of the IPS and other
Division zctivities pertaining to PRP," He designated the chief of

the new branch, a civilian persecna non grata to the chief of IFS in
21

this tase. This action virtually deprived the chief of IPS of
supervisory control over one important phase of his section's activities.
The formation of Production Division did not result in improved
coordination between PES, PCS, and IPS, the three sections. On one
oceasion in August 1942, the chief of PCS proposed a committee composed
of members from the three sections to coordinate their activities in
the matter of computing the recuirements of the aireraft industry and
to nrevent duplicstion of effort by the sections. Coordimation of the
three sections was properly a Production Division staff funetion.
The chief of IPS assented to the formation of the prorosed inter-
sectional commititee subject to the sweeping provisc that it showid
not affect the secope of the actions and responsibilities of the several
sections and that the current functions of Recquirements Branch, IPS,
remain with that branch in their entirety.22
In February 1943 UPB decided to institute allocation and
scheduling of the production of 28 "common components,” of which there

appeared to be critical shortages. It assigned nine of these eritical

21, Memo for Dep. Dir. Prod. Div., "PB, by Chief, Navy Bur. of fero-
neutics, 8 June 1942; T.X, Zxec., 4D, .ash., to CG, Mat. Cen.,
13 June; IO, Chief, Prod. Div., to Chief, IP5, 13 June; all
filed in AT3SC 321,9, Prod. Div.
22, Notes by Col. P. Schneeberger, 12 Aung. 1942, in Facil. Br., 505,
Gen. Froced, file,
*;ﬂ&!; 'tgﬂ%\i”;«t :s" ﬁ;ﬂ
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common components to ASU, Wright Field, for administration, namely,
actuating cylinders, spark plugs, starters, carburetors, magnetos,
generators, gears, fittings and valves, ana fuel and nydraulic pumps.
In the case of tirese couponents, it was decided that ASU should
funcblon through FC3 rather than through IS as it did in the case

23 this deviation further

of maciine tools ani critical materials.
complicated the administrative pattern.

lack of proper coordination within Production Division, between
Production Division and Contract Section, and perhaps between ¥right
tield and rashinebon resulted in a breakdown of the machinery for
forecasting needs for further expunsion of facilities for producing
JAF materiel. Afher the transfer of Production Surveys 3Svanch from
%3 to IPS in Decenber 1941, the function of determining necessity
for expanagion rested with IPS,ah but IPS was largely dependent upon
Contract Section, Production ¥agineerine, and Production Gontrol for
information with regard to programs. To one of several requests for
an estimete of future facilities expansion needs, in Susust 1942,
Colonel 3chneeberger, chief of TIPS, replied that he could not give
one becaus. his section ™ias nc advance ideas of what requests will
25

corme in until they coue in."

Production Control Section underwent freguent reorganizations

23, PC5 O Wo. 43-166, 15 hpril 1943, in ATSC 321.9, Prod. Div.;
Coi. T. %, Powers, Adninistrator, ASU, to Chief, Prod. Dive,
9 Awpril 1943, ibid.

24, IOM, Col. P. Schnesberger to Chief, PI3, 2 Feb. 1942, Facil.
Br,, RC5, Gen. Proced., file.

25, ICH %o CG, Lat., Comds, att. Chiel, Res. Div,., 27 Aug 1942, in
Facil. Br., RC3, Gen. Proced. file.
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that were very conducive to inefficiency. Its organization was in

an almnost constant state of flux. In spite of its difficulties in
acquiring funetions, it assembled a personnel of over 1,000. It
could not keep them all effechively occupied.26
In May 1943, after both Froduction Division and IPS (which mean-
while had been renamed Production .lesources Section) had acouired new

<7

chiefs,”" organizational conflicts and difficulties were resolved,
Col. Orval R. Cook, the new chief of Produetion Division, acting on
an earlier supgestlon of 3rig. Gen. Arthur 1, Vanaman, Commanding

2z

General of the lateriel Center, appointed two trained executives

to make a study of FG5 to see if it could not profitably be combined

with IPS (or PiS). They reported that such a consolidation would
eliminate duplication and overlapping of functioas and would improve
relations between Materiel Command on the one hand and ASU, 4PB, Air-
craft Hesources Control Office (described below), wWar Vanpower Comuission,
and the iavy on the other.za By & Froduction Division office memorandum
of 19 June 1943, Colonel Cook consolidated Production Control Section,

Production Resources Section, and Yanufacturing Methods Section

(uescribed below) into a Resources Conbrol Section (RCS). Some of

26, ICM, Irig. Gen. Arthur /. Vaneman, CG, ¥at. Cen., to Chief, Prod,
Div., 18 March 1943, in ATSC 321.9, Prod, Div,

27. Col, P. 5chneeberper was retired in Septewber 1942 because of ill
health. Brig. Gen. K. B, !olfe left . right Field in February 1943
to take charpe of the special 5-29 project. TIun June he was placed
in command of the 53th Boubardment yinga

275, Tae Materiel Divislon at .rignt Field was redesignated the Yateriel
venter in Varch 1942,

228, deport of Cols. i. R. Herod and B, w. hawlings to Col. 0. H. Cook,
24 Fay 1943, in ATSC 321.9, Prod. Uiv.
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the units of the former FUS were absorbed into KCS. Ubhers were dis-—

banded. The clear iuplication of the report of the officers who made
the study of PCS and of the actions taken with regard to it is thati
EGS should never have been organized in the first places

Yeanwhile an atbtempt had been made to solve the Jurisdietional
difficulties that had obbained awong higher authorities in Tiashington
over the control of 45U ig particular and aircraft produetion in general.
The solution was wrincipally the creation of the Aireraft Hesources
Control Office (ARCO) of Aireraft Production Board.

The establishuent of ARCO came about in this fashion: In September
1542, Charles I, uilson, vice chairman of UFB, had been given the
special assignment of ellidnating the botblenecks waich were retarding
the production of airceraft, .ilson secured the establishment of the
Aireraft Production Board,29 AFB was composed of C. B, .ilson himself,
as chairman; Lt. Cen. .. S. fnudsen, representing the under Secretary
of .arj Yaj. Cen., O, P, Fchols, representing the AATF; Admiral B. M.
Pace, Jr., regresenting the lavy Eurcau of Leronautics; and T. P, ‘uright;
of iircraft Froduction Division, .FB, as recorder. APB thus itself
became a little LE3 for the aircraft industry. APB in turn, by order
of 19 rebruary 1943, established AECO as its exesutive agency in all

matters of maapower, materials, and machine tools, This order was

confirmed by ‘.IPB.BO

2%, P8 Gen., Admin. Crder Mo, 2-72, 9 Dec. 19423 Henry L, Stimson to
Uonald Nelson, 28 Nov. 1942, in Dep. AC/AS, L&S, lovett file;
Lb. Gen. H. 4. Apnold to Yelson, 22 Nov.}942, ibid.

30, «FB Gen, hdnine Order Ho. 2-82, 3 l'arch 1943, copy ia Facil, .,
RCS, Ren. Proced, file. The establishment of ARCO involved many
conferences and adjusting of conflictiag oplnicns and interest.
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upon metal-working establigments , engineers, and workers in ceneral
and especially those with experience in precision fabrication.
Consecuently, as has been shown, there was a strong tendency on the

pirt of the \'F end other services to pour orders into communities
where such industry had beea conducted while leaving other communities
comparatively neglected, This created labor shortages, housing shortages,
and transportabtion difficulties in some rlaces while leaving surpluses
of labor and housing in others, The erection of numerous new plants

in locations remote from workers; residentiel districts also contributed
to labor dislocabtions. As early as 2 March 1942 the Plant Site Board,
“FB, declared that no further expansions would be considered for the

31

Detroit area, It could not enforce the rule, 3By llay the Flint,

Saginaw, Indianapolis, and Buffalc areas also had critical labor
shortagas.Bz
Taking cognizance of labor shortages and dislocations and the
ineocvalities of demand upon various communities, the President created
a iar Yanpower Commission (Y1C) on 18 April 19}42.3 3 Tt consisted of

representatives of the vepartments of i'ar, Navy, Agriculture, and
Labor, the .FB and its labor Division, the Selective Service Systen,

and the Civil derviece Gommission. Thus the Hanpower Commission

contained spokesmen for all the great branches of the natlonal economy.

3l. T.X, Facil, fect., Office, Chief, Lat. Div., .ash., to Chief IFS,
Kanuf,. lethods Br., HCES, in K03 racil. file,

32. Twk, ites, Div., Bl&D, .ash., to Chief, IPS, 17 April, in Facil,
Br., 103, Process, Proced, file; Chief, IPFS, to Disl. Sup.,
CFD, 17, 25 April 1942, ibid.

33, ixecutive Order 9139, Ucde of Federal iegulations of the U.S.,
curmlative sup., btitle-3.
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Practically ALCO did the staff work in . ashington for ASU,

Lright Field, representing the latter before the various .¥B divisioas,
and acted as liaison between WFB and 4FB on the cne hand and the Joint
sireraft Committee of the Awiy, Mavy, and British Purchasing Commission
on the other., ALGC was headed by a Direchbor, designated by 4P2, a
representative each of the Sromy Air Forces and tiie Vavy Bureau of
Aeronautics, and a recorder. The staff consisted of personnel drawn
from the Army Alr Stoff (especially from the Resources Division of

the l'ateriel Command), the ‘avy Bureau of ieronautics, and Aircrsft
Froduction Division of ".FB. The last naned unit was abolished as

such, Thus ARCO was for limited purposes and to a limited extent

a merger of portions of 2B, the Arny Alr Forces, and tne Yavy Bureau
of Lercnautics, with ,&¥B the dominating ingredient. Its pattern of
organization was ihe same as that of ASU, Uright Field.

In brief the creators of ARCO and ASU sought to resolve
Jurisdictional disrubtes amonr agencies and certain coordination
difficulties by combining portions of those agencies while legving
the agencles otherwise intact and functioning in their rormer wanner.
Although such creations violate all the standaw principles of
administrative organizatior;, ASU and AKCO were successful, perhaps
because the 7B ingredient deminated. ALl the basic policies and
procedures  enployed by LSU and by ALCO had been developed before
the latter was established. ARCO may have helped to imorove
adninistration,

The manufacture of airplanes, airplane engines, accessories,

and instruments, as well as other wunibions industries, put a premnium

AT K LTI 81 3 el
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Paul V. Xelutt, Federal Security Administrator, was appointed chalrman.

The AAT “ateriel Command was a claimant agency for industrial men-
power. As such it continued for a time to attempt to place orders
with concerns and in localibties best qualified to meet them and, in
the main, considered that the responsibility for distributingwar work
ecuitably among localities and industries and for minimizing labor
dislocations, housing shortages, and other stresses and strains rested
with “LC and other apencies. However, baberiel Command found it
necessary bo establish units to present the luber requiremnents of AALF
contractors, to attemrt to improve labor utilizavion in aircraft
factories, and to deal with other labor matbers. Iis activities in
these respects are described briefly in the next chapter.

As the war's dewands increased, the government found it advisable

to concern itself with the internal orranizaiion, the shop management,
and the actnal manuiacturing methods of the coaceras enraged in war
produchion.

‘he | ateriel vommand had abundant onportunibles to impose
conditions and offer sucpestions with rerard to manepemnent and methods.
Contracting officers could recuire fimus with organizational weaknesses
to sLrengbhen their orranizations as a condition of belng awarded
conbracts-—to replace an incompetent plant superintendent, for example.
Tae project sasineers in Pi3, who were respoasible for designs,
specifications, and chaares therela, were in an excelleat position to
make suzrestions as to mamufacturing methods. [lae functlion of
- . scheduling production included making investigations to see why
accegted schedules were anot being met and redueing schedules if necessarys

18 VL =
FEVRET - 2SIy, -

- - S

14
“

THIS PAGE Declassified IAW EO012958



This Page Declassified IAW EO12958

:
LLETIC=40 "

In conseduence, it included the authority o denm;xd changes in manage—
ment and methods as & condition of retaianinpg sehe.mles, The processing
of apslications for new machine tools gave Facilities zZramch, IFS,

the rower to insist upon improved use of tools already instzlled as

a conditieon of the receipt of more tools. The inspectors, who zccepted
or rejected the articles as they came from the production lines, could
nake velusble suggestions to manufacturers as to how they might

imocrove their own inspection systems and manufactburing metheds all
along the lines and thus reduce rejections at the end with adventage
both t» the povernment and theuselves.

In general, contractors were conpetent and knew what they were
about., Inaustry supplied the great buik of the ideas and improvements.
Government interference was occasional and corrective rather than
constant., Perhaps the best thing the representatives of the services
dld in this regard was to rain ideas from the best-run establishments
and carry them to the less effieient onca.

Some of the best work in the field of shop management and manufac—
turding methods insofar as Materiel Command was concerned was done by
the Fanufecturing liethods Shaff. The steff consisted of 3 number of
eivilian production engineers all of long shop exjerience, headed by
E. F. Trimbach. It had been first organized as Production Control
Branch, FI3, and as such performed a variety of duties, which heve
already been described.% It became the !'annfacturing !ebhods Branch

in PCS when that section was established in April 191;2.35 In llovember

3h. See p.53.
35, Frod. Div. (I Yo. 42-79, 19 May 1942, in Januf. llethods Staff,
ﬁcs, Prods Dov. Clis fil?. Oy l .
Y Sl ikt
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1942 it was elevated in rank, becoming the MNanufaciuring lethods

36

Secbion, Froduction Division, In the reorganization of June 1943,
it was reduced in rank and was attached to tae Industrial Service
2ranch in the new Desources Coatrol Section.37 Its specialty was
making investigations of plants that were having production troubles
and recopmending corrective measures. It made literally scores of

38

such investigations, Cther units of lateriel Cormand also possessed
individual rroducticn engineers of outstanding ability. For example,
and without disparagement of others, Capt. G. G. Hathaway, long in
the "achine Tools Branch, was rejuted by his colleagues to be one of
the best tools men in the entire country.

General Enudsen, Director of Froduction in the GUSY, in his
frecuent tours of airplane factories was able to make most valuable
suggestions as to snop practices, B officials likewise made
occasional inspections of aireraft plants end supgested corrections.39
On cne occasicn . FD organized a group of production specialists to
assist the services in remedying urgent production difficulties that

L0

were beyvond their scope. There will be occasion later te mention

nunerous labor ubilizstion studies thet were made afber manpower

36. Prod, Div., (I Mo, 43-183, 17 Nov. 1942, ibid,

37- RGS t:otice, g July 1911.3, in ATSC 321.9 Proda Dive

38, Reports, filed by numbeprs in Yanuf, Sr., &S,

39. See, @.g., repert of G, w. Herkner, Tools Zr,, WPB, on inspection
of west Cozst airframe prlants, 27 May 1942, in Facil. Br., EC3,
Gen, Proced, file,

4. C. 3. Gary, Regional Office, UF3, Cleveland, to Col. 4. E. Herod,
Exec., Prod, Div., WF, 19 Feb, 1943, in Vanuf, li<thods Br,, RC3,
Facil. file.
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shorteges beosme critical.él égéiiéﬁﬁé$%?§?"

Cne cxzpedient ndopbcd in 1842 thet oreatly expedibod cirerslt
production wes tho establishmont of modifieation oanters.42 Escentislly
en aireraft modificntion centor as cny establisbment nore or less
resulerly onjeged in making chenses in alreraft after they come off
the asserbly lines of the alrplene plombc. In the neture of th.: cess,
nodificebion centers emnloyed hend tools bo a much srester extent than
éid the rezuler oircraft factorics; their mothods were "guids ond dirty."

The first aircraft modification centers were established to mske
necossery chsnses in aircraft thab hed alresdy boen accopbod and were
prosumably reedy for eaction. Ifter the disasbters abt Peorl Herbor cnd
Clsxl Field, the govermment took over & larfe nuboer of plones that
ked been built on cceount for foreisn covermments ind desired to
substitute in then standard Zmeriecrn instrurents and arwmemont. Tikew
wisc, oarly combat cxperience showed that our plencs had sed defi-
clonciess for oxumple, The B-1T7 had no tell ~zuns. Such deficiencies
had to be correcb:d if vossible.

In the emerpgency, the Iatoriel Division praciiecrlly c¢ommmdecred
the maintencnee snd ropalr depots of cormersinl sirlines for the
purpose. By utilizing the skillcd mechanioes, the buildings, and the
tcols of the nirlines, it sveided inberrvunting the re~ular vorl of

the eircraft companies, which were then bein< pressed to iLhe limit.

41, Jee ppe

42+ licdificcbion conters arc trested in /F Historicsl study (in
preperetion), “The Modificstion of Mreraft, Procudure, rolicies,
and FroblemaseY

4%« Sce articlo by Peul Gallico, "Quick end 5irsy,” in Saburdsy
Lvoninsg Poskt, B Oobe 1043, pre 9 £F.
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Toe modifieation centers thus established were often used also
in the early parb of the war to install ecuipment that had arrived too
) . late for Lie asseubly lines, The scheduling of the production of
equipment, both GFE and CF%, was far from seientific in those days.
To hold the planes abt the aircraft factories until the tardy items
should arrive would cause congestion. Furthermore, the slpht of
nurbers of idle planes about bhe factories was likely to depress the
morele of workers, who had been told how badly their planes were needed
at the fronts.

As time wenb by the LAF found a move legitimabe funstion for
uwoaification centers.m That was to make prior to azcceptance of planes
frop the manufacturers desired changes which could not be economieally
introduced into the regpular production lines, MNxperience in combat,
transport, and training constagbly suggested desirable changes in air-
craft, thousaids of them. To insist upon provision in the production
lines ffm these chaages as soon as they were concelved would have
kept the lines in a consbant state of retooling and made the use of
quantity methods of production very difficult. Some of the changes
were nob needed in all the planes of a given model but only in those
destined for particular theaters or special missions. Furthermore,
it took a lony time for an airplane to go through the production lines

of aircraft factories; and retooling would effect changes only in those

Lh. fHeport of Lt. Col. Sigaer for Col, B, l. Zoatner, Chief, Speecial
Projlects Sect., to Chief, Frod, Div., on Functions and activities
of the Special Projects Sect., 5 Jan. 1943, in AT3C 321.9, Prod.
‘ Dive; Frod. Div, Of Ho, 43~246, 13 Jan. 1943, and Ixhibit A
- attached; Lt. Allan R. Scholm, "Buperfortress lodification™, in
Air Jews, Jan., 1945, pp. L5~46.
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planes or parts that had nobt already passed the partieular stations

in the linea in which the retoolinz had beenr done, On the other hand
to inbrodice noae of the changes into the production lines and leave
all to pe nade with hand tools later would largely have deprived the
ALF of the benefit of cusntity methods of production, ‘any changes
could not be made with hand tools at all after a plane was complete.
The solution was & compromise. Aircraft companies were reouired to
incorporate chanzes in various stations oa the production lines after
an agreed-upon "block" of the part or assembly concerned, say 50,

had passed. Other desirable chaages, not caught thus, were left to
be made in the modification centers, Modilications of this last class
may be said to have become almost a norwal part of the process of
ranufacturing aircrafb. Ifost of the modifications in the later part
of the war were of this t pe.

48 time weat by, the hastily mobilized maintenance depots of the
commercial airlines rave way to modificabion ceaters built and eouipped
for the special purpose. The ASF sronsored the coastruction of 19 of
them, wiich together cost over 75,000,000, Uf these, 16 were
ceanstructed by the Corps of Ingineers and three nnder the UPS snd iPF
plans of financing.h5

shen the wodifieation centers were operated by the airline companies
or other independent concerns, the tasks of scheduling the ever-changing
jobs of the centers, coordinzting their work and that of the manufac-

turers, and preventing the latber from leaving too many things for the

Wb, ALF racilities Ixpansion, Stabus, Progress, end performance,
nonthly report pregared by K5
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modification centers to finish were most difficult and tedious. Tie
LAF found it sdvisable as tise weat by to eatrast the cperation of
the modifTication centers 1o Lhe companies that assembled the airplanes
and to resuire that modifications, insofar as then deternined upon,
be incorporated before the planes were accepbed. This new "single-
acceptance" poliey had the ndded advantage of utilizing for modifica-
tion the technical coupeteace of the stafis of the munufacturers that
nade tne pll.aw‘xes.l{’6

Soue of the modification centers were located so c¢close to the
assenbly plants bthab the planes could be towed frou one to the other.
Others were remote, For example, the B-24's made by Ford !otor
Company in the Lillow Lun plant, near Ypsilanti, ldich., wers flown
to Birmingnam, sla., for modification.

Modification Centers were handled at .ripht Field as a speciel
project, and the adwinistrabive work was parcelled out awcag sections
and branches in a manner different from the usual procedurs. The
problen of gebtine the first centers organized in a hurry wasYdumped
into the lap" of I1t. Col. Bryant l. doatner, chief of Special rrojects
Branch, P33, He "bulled it throughs" As the project grew his branch
retaine.d control, enlisting the aid of other sections aand branches as
needed, In Cctober 1942, General .olie coaverted the braach into the
Speecial Projects Section of Production oivision, and modification

Wt

matters were assipned to the ndification Center Branch. ' rnis branch

in turn became the sireraft lodification Section in February 1943 ,AS

and later underwent additional orsanizational vieissitudes,

46. Labt. Coade PO e, 152-2, 6 June 1944, "lodification", in ATSC
L5241, Alrplanes, General, & odifiecation,

47. Fred, Div, C¢'fo. 43-123, 10 veb, 1942, in AT30 321.9, Prod, uiv.
report of Lt, vol, Jiesner, 5 Jan. 1943, ibid,

48. Frode div. ! Jo. 43-271, 1. Feb, 1943, ibid. W
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Chapter VIIL

FLCILITILS FulOULE ENT, 1943-1944

The volune of expansion of [iF-sponscred industrial facilities
suthorized in the later part of the war wes srall as covpered with
that of the esrlier part of the emergeney pericd. In 1943 the
priacipal Iimiting factor was not so much estimutes of sirplane ve=
oulrenents as materials shorteges and, especlally, labor shortages.
8y 194} the ,..F found itself with an over-zll excdess of industrial
freilities, 1Ine princinel tasks of facilitles procurement officials
were then to provide for the limited expansions that were still
necessary in special cases, to avold financing unnecessary expansions,
ana to make proper disposition of surpln~ facilities.

The rachine-tools bottleneek in setting up facilities and petting
thed into operation had beea virbtually eliminated by the end of 1942
or early 1943. The construction materials shortage was sufficiently
alleviated by the middle of 1943 to pive little more concern, Leasures
taken to #lleviate tools und materials difficulties have already been
deseribed. The T~bor bottleneek ceveloped later than the other two
and ocutlasted them.l

Local and mrea labor shortages appeared as early as the spring

of 1942. Shoriayes became increasinegly serious as more ond more of

i, It is not intended to atbenot a detailed snalysis of the manpower
probles in this study. Lebor in the aircrafb industry is the subject
of another menograph in this series. Eut it seems necessary for the
sake of clearness to show in & general way wny labor became a bottle-
reck to facilities procureneat and later ceased to be one.

z Vs g TT?T‘)T,W
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the new plants went into operation, By eardy 1943 processing officers
at .right Field had to be especially careful to surply complete and
satisfactory labor data in tneir processing interoffice memorandums
(ICiis) if they were to get their projects by the Facility Ulearance
Board, .'zPB‘z By June the '‘ateriel Command was acutely aware thal
labor shortages and problems were holding back production in numerous
plaats producing AAF materiel.B is the swmer went by, all discussions
of further expansions turned on the availability of manpower, The
chairman of the new Industrial Facilities Committee, WFB, arranged to
have a menber of the "ar !lanpower Commission present at all meetings.‘*
In September the Desources Conbrol Section, Wright Field, established
an Tndustrial Yanpower and %ar Housing Cffice to collect information
on labor conditions.g The Compirollerts Cffice was given responsi-
pility for collecting manpower statlstics from AAT contractors and

6

recomnending action to be taken with regard to labor matters,” TLabor
continued to be a limiting factor in aircraft production until the
gpring of 194k, as well as a deterrent factor in facilities expansion,

at least in the more congested aresas,

2, I0S, Lt. Col, George H, Horiarty, Chief, Indust. Hes. br., RCS,
to Chief, P'acil. Unit, 9 Favech 1943, in Facil, ¥r., ECS, Process.
Proced. file.

3s ICM, Cols X .o Rawlings, Chief, »C3, to Chief, Personnel Sect.,
Lat, Comd., 8 June 1943, in Facil. Er., RC3, Gen. Proced. file.

b4e Yewo for uist, Supervisors by C. b, Chapman, 3 Aug. 1943, ibid.

5. 103, llaj. J. L. Dowling, Cnief, facil. Unit, to #aj., &, P
Dvens eb ai, 22 Sep. 1943, in Facil. Br., U3, Process. Proced.
file,

6. IOV, Col. .. D. Bckert, Comptroller, to Col. O. H. Cook, Chief,
Prcd, Div., 21 3ep. 1943, in ATISC 321.9, Prod. Liv.
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The reasons for labor sﬁortag,m:i:er to analyze in rebro-
scect than they were during tue confusion of the 'l}:i.m.e-s.7

It took time to reeruit labor, .orkers had to be forced cut of
civilian industries that were being progressively curtailed and drawn
into new planits and jobs, Housewlves had to be enticed from their
homes, FPeople who had never before worited for wages had to be per-
suaded to change their attitude, For reasons already stated, the
new war industries were not distributed about the country in the sane
proportions as the worqsers chey sougihit to wtilize. Therefore, workers
had to be brougnt fror the surplus labor arszes ints the neignborhcods
of the war plants. They were deterred fron moving by disinelination
to leave hoses and fariiies, by shortage of houses, spartments, and
rooms, by lack of recreational opwortunities, and by reneral unsatis-
factory living conditions in the conpested areas near the war factories.

vuring tae period of rapid coastruction of new industrial facil-
ities a great nuiber of workers were not available for wo;:'k in the
factories because they were employed ab high wapes in coasbructiog
otherplents and the hundreds of cantonments, posts, air fields, and
other inshallatlons for trainineg and defense that were belng provided.
Vany workers were enrared in construcliag war housing and installing

ubkilities in the vicinities of new war plants and Army and "lavy posts.

7+ The anzlysis which follows is vased largely on iergnautical tionbhly
Progress Report ifo. 3, Trounlie Chuart, prepared by the Uffice of the
Corgrolier, “ate Comd.; U.3. Depbs Of Labor, Bullebtian No. 800, War-
time pevelopmeat of the Lircruft Indusbry, prepared by the Dive of
Construction and Public Luployment (Nov. 1944)3 Manuf. Methods Staff
reports on visits to plants, in Vanuf, lethods Br., dC3, ATSC files
004,06, Labor Utilization, 004.06, Labor .;tatistica, and 004,06,
Labor }?eﬂulrement.s, §ord-f£psilanti Corres, in racil. #r., G05.
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As late as Cebtober 1942 Donald Ngisoa'ésﬁiﬁétea that frow one-fifth

to one-fourth of our total war effort was going into construction.8
In tlay 1943 a WPB vice chalrwan asserted thet in the thres years
1940-42 inclusive alnost 38,000,000,000 had been expended upon
facilities of zll sorts and less than .43,000,000,000 upon actual
munitions, Thus in the threc years 90Z as much effort had gone into
construction as into production of munitions.g Likewise hundreds of
thousands of civilians, who might otherwdise have been employed in
mpnitions factories, were employed on military posts and bases or in
providing services of various sorts for the mililary snd civilian
persomel of such military installations.

As a conseguence of conditions described, the absentee and turn-
over rates were high in munitions factories as caupared with rates in
peacetime industry. The average absence rate in airframe, engine, and
propeller plants in 1943 was 7.35, and the separations in that yeer
were 68,6% of total employment, Sinmple volunbary "quits" amounted to
59.9.; of total employment. Yost of the remaining separabions were
occasloned by Selective Service, IZmployers fired comparatively few
war workers, "Iomigrant workers, tired of poor living conditions and
separation fron fanilies and friends, oult theixr new jobs to lock for
cther jobs nezver their hozes, Nany women wor:ers followed their men

folk, when the latter were drafted, and took up residence in the

8. Donald Helson to Henry L. stimson, 20 Cct. 1942, copy in Facil,
Bre, Vg, WPB file.

9. Falph J, Cordiner, "\ Leview of rsacilities a1i voastruction,"
b sy 1943, a statement for preasentation to .P3, ibid.
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vieinity of the camps. lomen new to industry took time off o go
shopping. Arcengements for care of thelr children often broke down,
and they hud t~ take tize oub to meke other arrangements., People
took time off to visit their old homes or to visit boys in the camps.
Hew workers unaccustomed to factory discipline and fatigue took time
off to rest, There was considerable illness due to unusual strains,
changed eating habits, sad inadeguate housing.
wnen the new plants went into oneration, the great majority of
the workers were inexnerienced in the particular operations they were
called on to perform. A large proportlon were untrained and undis—
clplined in industrial labor of any sort. The rapid turnover alreaqy
mentiosed agrerevated this coadition. !I'anarement too was often green.
And, even if not inexperienced, it reouired time to get kinks out of
the production lines., There were often too many workers at some
stations or in socue deparbuents and too few in others; the conseouence
was that scze workers were idie while waiting on their fellows., 4is
has been noted, there was difficulty about the Ilow of materials,
parts, and ecuipweat from suppliers, subcontrastors, or the governmenb,
with consutuent enforced idleaess while waiting for the delayed
naterials or parts. Eecasuse of untrained workers and inadeguate
inspection systess aloag the nroduction iines, the percentage of final
rejections vas hirsh. 4s a result of all these inefficiencies, it
usually took far more man-hours to build a plane, an eagine, or a
propeller in a new plant than it had taken in an established plant,
on the basis of whose experiencu the new facilities had been set up.
Faznagers "bulled" production throurh by sheer force of numbers, This
S
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mebhod was, tv be sure, aot uncomwon in' new plants evea in peacetime,

But when early in the wir hunareds of concerns were using it at the
same time, it entailed & trexendous desand for labor. Ineffectiveness
was rreater peranaps in 2irerzit faelories than in other rmnitlons
plants because in general the operations were less similar to those
in which eapineers ana hands hrd been e-ployed before.

lhen, too, tnere was for n whille considersble hoaraing of labor,
just us there had heen hoarding of maberials. .eny ianagers hired
more people than they could utilize at the time because the: hoped to
sel rore coatracts or increased schedules lsher, ‘iney thus econtributed
to the lacor diffieulbties of thelr comnetitors and helped to create
both loezl and national sncrtages.lo

Contractors were not under strong incentives te pare down their
labor resuiremeants or, if the;s conld get labor, to iuprove efficiency,
wzny contraets were of the cosleplus-fixed-fee type; the roverurent
raid the honds. And Jn eases of fixed-price centracts, t,.e prices had
been placed so hiyh that there was 1ittle incentive to try to cut costs.
wearly 211 of the added profits that aight be made thereby would have
to be repaid to the rovernment in the fori of inecre and execess pro=
fits taxes,

all these fuctors end conditions that silitated to produce the
l«bor bottleneck were purtially offset, to be sure, by a few other
feetors which operated the other wa~. Hours were lengbhened, and,
albthough productivity per worker was not thereby increased in propor-

tion, it wus incrensed, Improverent in wazes was ancther fachor,

10, see 3. Zept, 0. 10, T8 Cong., 2 sess., pt. 16, pp. 23 f£f.
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Hot only were rates per hour increased bul workers! total wages were
inereased considerably by the extension of hours, by the payment of
time and one-half for hours in excess of 40 per week, and by more
steady employment. Increased wazes were the most powerful aid to
recruiting, The fact that laborts no-strike pledge was remarkably
well kept also helped ease the situation. But since both direct and
indirect loss of man-hours from strikes had been even in normal times
only a comparatively small, although by no means inconseouential,
percentage of tne tobtal of man-hours employed, the no-strike pledge
could be only a winor factor in increasing the tobtal of man-hours of
wark.ll Finally, the national peril no doubt was an incentive to
nanagenent and Jzbor alike to work harder.

Various temporary and localized measures were taken in the attempt
to ease the stresses and strains of labor recruitment. lost of them
were of the nature of trying to prevent the services from pouring new
coatracts and new faecilities inbo favored areas or towns faster than
the communities could absorb the workers that must be brought in,

This was the course haken by »FB. It was also the course of the jar
lanpower Goumission. WG looked upon itself as a service ageacy whose

funcbion was to find the labor and supply it where needed. But it had

1l. Man-hours of labor lost both directly and indirectly from strikes
in industry in 1943 are estimated to have amounted to about 0.25%
of total man-hours worked. This may be compared with an absentee
rate in the ailrcraft industry of 7.34 nearly 3¢ times as great.
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to try to impose some restraints on too great a concentration of war
work in certain areas. Such concentration, if uncontrolled, would
defeat the very purpese intended., It would have prevented concerns
with orders from getting the 1sbor with which to meet their schedules.

In Decesber 1942 110 published a classification of labor market
areas, Group I covered overcrowded areas. In these areas no new
contracts shoald be nlaced and no expiring contrachs should be re-
newed if facilities were available elsewhere, In Group IT were areas
in which large-scale recruiting was going on and which were having or
had had substantial immigrations. In these areas only contract re-
newals 2t current levels shouald be made if additional facilities re-
cuired could be found elsewhers. In areas or Group III new coatracts
might properly be placed if they could be completed within six moaths.
Groap TV, a sizable list, covered areas still open to placement of
new conbracts and new facilities.

kBeginning in Jenterber 1943, P28 set up Area rroduction Urgency
Committees (APUC) in areas of critical labor shortages, 4ll1 agencies
concerned, including ¥ateriel Command, were represented on these
comnittees. Tthereafter area or district offices had to obtain clearance
fron the appropriate AFUC for any nsw contracts or facilities which
Materiel Coamznd proposed to place in the area.lz

Jecause ol bthe construction materials shortage and more especially
the labor shortage, the AAF had to forgo, particularly durinz the

period from late 1942 throuch 1943, 2 number of prospective expansions

12, B3 Gea. idmin. Order Lo, 2-1256, in Facil. ur., . &S, Folicy file;
Cnief, ues. uviv,, 2%, to CG iat,. Comd., abtb. Lb, Uol. G, Ha
Voriarty, Chief, Indust, Service sr., #0803, 15 Cet. 1943, in lraeil,
Br., .05, Gea. rroceds file. T

|\!m > _..*
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that it had looked upov with favor. Some c;f them it ecarried to the
point of petting informal vetoes from the Facillty Clearance Zoard,
WFBy> The few major expansions that were approved during the period
of eriticsl labor shortages were mostly for the production of new
types of planes, eazlnes, or other items which the turs of the war
had demonstrated to be critically needed, Efforbs were made to locate
these new facilities in surplus labor areas,

A great need developed for heavy cargo planes to carry supplies

to South Lmerica and the Uaribbean and across "the hump" to Ghine, to
expedite the transport of hey persomnel uad valnable repair parts to
the coubat zoaes, and to evacuate wounded, In .Joverber 1942 the
Hipgir~ fireralt Corporsction was autnorized to build an exbteasive
factorys near .ew urieans with JPC finaacing for the purpose of making
C-76 transports of plywood consbruetion.lh The original estimate of
cost was 23,735,000, llew Urleans was not & critical labor area.
In July 1943 the .airchild Aviation vivision, sairehild .agine and
Airplane Corporation, was givea an SF coatract to bulld a plant at
Heperstown, ['d,, for makine U-22 heavy transpovrts. lhe cost was
estimated at 3,596,790,

The decision te increase production of B-29 lonp-ronge, heavy

bogbers, with their large asserblies and nunerous new type instruments

13, Ti.i, nes, Uive, totw, o deinlstrabor, sbu, 10 reb, 1943, and
reply, 11 reb., in racil. Br., 703, Ford-vpsilanti corres.

14. Tols stotement and similqr statements that follow about other
corpanies are bused on duta pained from AAF racilibies ,xpansions,
Status, trogress, and Performance, a monthly report prepared by
5)¢; correspondence fileo oy Ll ol c.npony and projsct, Facil.
ory, :£3. Higgine did not, an faci, build C~76's, Not all
faeilitics were employwd for the purpose for which they were
ori; in.ily planned.

R
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and sceessories, called for extensive retooling of meny plants and
gone new construetion. ¥n lay and June 1943 the A. O. 3nith Corpora~

. . tion was authorized to build a new plant in !ilwaukee and to do
extensive retooling of its existiny facilities in .Hdlwaukee and 5t.
Paul for the purpose of producing propeller blades for the 3-29ts,
The suthorized costs of all nere over ;23,000,000. The Jurray
Corporation, Detroit, was engazed in awsust 1943 to build a DFC plant
at 3eranton, la., abt a cost of 5,748,000, for malding Superfortress
cuter wings. Seranton, considered a Llabor-surplus town, was chosen
although the AsF had hoped thai Ordnance would release a Fisher Zeody
plant in Flint for this project.15 The (eneral Hailway and Signal
Company, of Rochester, N. ¥,, was given tools for making remote-
controlled turrets., fThe .anger Adrcraft Division got a new IFC plant
&% Jamaica, Long Island, to make supercharser auxiliary power units
at an anthorized cost of .£,892,760.

Other considerable expansions or retcolings were necessary to
initiate production of the new attack bomber, the A-26 "Invader,!

The government plant at Tulsa, operated by Douglas, was retooled for
the purpose at a cost of over 3,000,000,

The construetion of four of the big modification centers was
authorized after 1 Cctober 1942, for reasons already given. The four
were located in Denver, Bimmingham, Tulsa, and Oklahona City, cities
whieh were not experiencinz labor shortagzes.

During the period of sreat labor stringency there were also

15. Yemo for laj. Gen. O, i. Zcnols by srig. Gen., F. i, lopkins, dJr.,
12 July 1943, in office, Dep. LC/AS 1&S, Faeil, file.
‘O!I&In‘w:a .;r;:‘ﬁ,;*;; - —lf -
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nunerous authorizations for the purchase of new tools or for minor
structural changes and additions that were deemed necessary or
desirable to round out new facilities, to permit auguented production,
to convert plants for war work, or to facilitate change-overs from
production of one type or model to production of another. Nost of
the changes of these classes did not require the employment of
additional labor, although many did.

Gradually the labor stringency was overcome or disappeared. By
January 1944 the worst was over, Thereafter there was no over-all
shortage in the aeronautical industry or for that aatter in munitions
industries as a whole, ‘'ihere were, to be sure, local shortages here
and there and sporadie shortages in various areas because of sudden
increases in demand for garticular items or too zreat a release or
loss of workers to nonessential industries.

Several conditions and nunerous agencies, public and private R
contributed to this eliminstion of the labor bottleneck, kecruiting
prograns were successful. High wages continued to atbract. Thousands
entered war industries in the hope of avoiding conscription into the
armed forces. Dependents of servicemen often found it necessarr to
eke oub incoues., Living conditions in industrial sreas became less
of a deterrent when new houses were built, people learned to let out
rooms and apartmenis, and people became more accustomed to crowding,

Absenteeism declined a little from a high reached in December 1943
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In selected representative seguents of the aeronautical industry

employment rose as follows:l6

Jane 1940 ... 77,500 Jan, 1943 ... 1,028,000
Jane. 19111 ewe 19‘]-,000 NOV. 1?1}3 ere l, 326, 000
Jaﬂ. 191}2 -v e 1;-60,000 Jant 1-91!1} *ow l, 308,%0

Zaployment in the industry was at its peak in MHovember 1943. The
number of worxers in mamufacbturing industries as a whole increased
from 8,192,000 in 1939 (annual average) to 13,988,000 (estimate) in
September 1943, an increase of 70%4., The increase in the number of
man-days worked in manufacturing was even more lapressive; it was
89,6% greater in 1943 then in 1939, The number of people in all
gainful nonagricultural occupations in the country rose fron
37,400,000 in July 1940 to 45,100,000 in July 1943 and was 43,600,000
in Yarch 1944 (estinated). These remarkable increases in employment
nhad been atbained despite the faet that b, January 1Shh well over
10,500,000 people viere in the armed forces. Included in the figures
for gainfully employed were members of the Civil Serwvice., The number
of people in the Federal Civil Service increased by 1,772,000 between
1940 and 1944 and decreased by so many the number available for war
industry.l7
Ls construction of new facilities, both industrial and military,

tapered off in 1943, construcition workers were released for work in

16, Derived from Aireraft Frogram Progress feport, a monthly publieca=-
tion prepared by Office of the Comptroller, Mat. Comd., L F; and
U,S¢ Dept. of Labor, Bulletin No. 800, lartime Development of the
Aircraft Industry, p. 5.

17. Figures from Statistical Absiract of the U.S5., 1943, pp. 139-40,
and porld Almanac, 1943, pp. 16, 662, The decline between July
1943 and Yarch 1944 in number galnfully employed was a little
greater then the normal seasonal decllne.
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manufacturing, Construction activity declined uninterruptedly from
a peak of J1,468,000 during Zugust 1942 to an estiaated 361,000,000
during December ?!.‘5?1;.?,'...]'8

Improved efficiency in war industries likewise was an importsnt
factor in overcoxinz labor shorbages. As the efficiency of workers
improved with experience, it took fewer of them to produce a given
number of planes. Their skill increased, and those comparatively
new to industry became less subject to fatisuwe, Llanagement also
learned by experience, In Jineers wers able with time and effort to
get kinks out of production lines and to introduce labor-saving
devices and methods. As has been noted, the Materiel Command, through
its lenagement lethods Staff and other units, was able to make a
noteworthy contribution in the matters of factory marazement and
manufactaring me'bhods.lg

workers' morale luproved as the war beceme of more absorbing
interest. Especiglly after our troops went into action in vardous
theaters and longer casuwaltyr lists began to come in, people setiled
down better to the grim task of winning the war. The "slow down',
o conmon method used by labor to make the work go around, became legs
evident, and apparently labor became less hostile to the introduction
of labor-szving devices as full employment was attained. IHfanagement-
labor relations were lmproved somewhat, Labor incentive schemes were
suceessfully introduced in a nuwber of aireraft factories,

listeriel Command did not venture far into the difficult field

18, Burezu of flanning Statistles, B, par Construction and Facilities
Summary, 31 Cect. 1943 (paughlet).

19, 5ee p. 155, Do T
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of labor relations, preferring to leave it to the regular civilian
agencies.zo However, Factory lepresentabtives were instructed to make
timely helpful suggestions and to cooperate with civilian agencies,
Intelligence officers concerned themselves not only with disloyalty
among plant personnel but also, to some oxtent, with influences
detrimental to workers! morale.

Various measures haken by 1IB and the ZAF to rezulate the flow
of materisls, parts, and articles of eguipment to the plants were
also conducive to increasing their productivity by reducing the amount
of enforced idleness, Such measures have alrezdy been briefly deseribed,
ILnproved scheduling of production by 45U and !lateriel Command by help-
inz to stabilize [ndastry also contributed to increasing the effective-

ness of the plants.,

Unfavorable publicity directed at manufscturers was perhaps the
most effective remedy for labor hosrding. Also effective in this
rezard, as well zs in i.proving labor utilizztion senerally, were
lshor utilization studies and the estoblishment of labor ceilings.

Lebor ubilization studies were made by several azencles, the
majority by the Llar lanpower Commission.zl Cne of the first and most
influnential ~- a study of Worth imerican Aviation's Dallas plant —-
was made by the Senate Specisl Committee Investipgating the Kational.

Defense Frogram, the YTruman C‘.e:::nnl:i.'tfl:ca'a."22 A number of studies were

20, Statements of policy in AAF uzepresentatives .anual, issued by the
AAF Hat. Comd,, edition of 1 Jan. 1944, sect. 313, "rersonnel-
. Contractor.t
21, 7C had completed 1500 by 3 March 1944, S. Repb. lo. 10, 78 Cong.,
2 seas., pbe 16, p. 2he e
2. Ibid.’ 53518 25=27. b —x-u,!rﬁur‘mr‘u“!i' K

A
bt
- - \F —
N il T v g
T et

THIS PAGE Declassified IAW EO12958



This Page Declassified IAW EO12958

. -
e _:’w,, JRESE i
e A - [ .

AAFHS-40 C aer e ;:‘!“‘1‘; i: T - 17C

made by Hateriel Command Procurement District officers. A few were
made upon reguest by oubtside, independent surveying agencies., Some
were wade by .0 and Procurement Uistriets in collaboration.23 The
initiative in arranging for a study might be taken either by ‘A0 or
Hateriel Command; but ."C had to obtain tiwe pemmission of the Assistant
Chief of Alr Stafl for .lateriel, !lalntenance, and Distribution,
w.ashington, to make a studs in a factory under AAF cognizance. Ko
cases of refusal have been noted, kiateriel Command frequently requested
i to make studies. Frocurement Disbricts secured the approval of
the Comptroller, -.rizht Field, before initiating utilization studies.Z
Labor utilization studies proved wvalusble in the respect that they
revealed to management and procurcment officers the weak spots in

plant organization and suggested local corrective measures.zs They
were useful alsc to officials charged with the establishment of iabor
ceilings.,.

Labor ceilings for plants employed principally on ALF contracts
were esbablished in the following way: A4 conbractor submitled his
labor requirements to the Compiroller, ".right Field. The latter re-
vised the contractor!s estimate, using information gained chiefly from
formal and informal labor ubtilization studies and also using projections

of Yprozress curves,!! FProgress curves had been secured by plotting the

23. Table of surveys of 23 4AF-sponsored facilities, file date 12 Jan.
1944, in ATSC (GO4.06, Labor Utilization.

24, Col. W D. Eckert, Comptroller, lLab, Comd., bo Dist. Supervisors,
21 Jen. 1944, 310 Area Div, Senior Utilization Consultant to
¥aj. M. A. Orr, Indust. Relations Sect., AAF, Deyton, 7 ifar. 1943,
ibid.

25, See, e.g8., Yaj. J. N, Delaney, Comptroller, to Dist. Supervisor,
1LPD, 24 fpril 1944, on results of the M0 ilanpower Utilization
Survey of Imerson Llectric lifg. Co., St, Louis, ibid.
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increasing productiveness of meny factories engazed in various types
of work as they had galned experience and solved diffienlties. The
projections, of course, merely represented reasonable expectations
of further improvement, The Comptrcller sent his revision back to the
District, which sought the comments of the mamafacturer. The Comp~
toller then made his final revision and sent it to 1.1iC, which set
the ceiling for the plant in question.26

The establishment of a labor ceiling gave a contractor further
reason for trying to improve plant efficiency. The sum of the ceilings
of the plants in a community presurmsbly determined the labor require-
ments for the community. The process might well veveal that coununities
which had been presumed to have all the war contracts they could handle
could accozzodate more and mizht safely be sllowed new facilities.

Mso effective, perhaps, in promoting efficiency in war plants
were the renezotiation of war contracts, the substitution of fixed-price
contracts for cost-plus, and more realistic price determinations in
general.27
It will be recalled that cost-plus-fixed-fee contracts had been

authorized in the first place and many of the type had been signed be-

cause nelther manufacturers nor procurenent officers had any way of

26, YFrocess illustrated in numerous documents in ATISC 004.06, Labor
Recuirezents., Jee, €.gs., Laj. J. L. Delaney, Comptroller, to
Tist. Sup., WD, 19 Feb. 1944, in regard Lo labor requirements of
Louzles Lircraft Co., Long Beach; and Yaj. Delaney to Dist, Super—
visors, § July 1944,

27. The documents on these subjects at \.rivhi Fleld are as voluminous
as those on the whole subject of facilities exgansion. A sumpary
of the lssues involved in renegotiation may be found in 3. Zept.
Ko. 10, 78 Cong., 2 sess,, pt. 16, pp. 40-64.
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forecasting costs in new operations and under wartime conditions with
any degree of accuracy. Furthersore, many of the early fixed-price
contracts had named prices that were little more than skrewd guesses
and that made liberal allowances for anticipated production difficulties
and feared warbtime inflation., Zxzperience soon showed that some of these
early contracts —- most of then in fact -- permitted excessive profits,
As they learned more about the actual costs of munitions production
and s wages and other costs were stabllized to a degree by the establish-
ment of wage and price ceilings and other controls, it became possible
for procurement officers to determine fair prices uore scientifically
and to bargain more effectively with contractors.

The matters of contract renezotiation, price adjustment, and
price determination are very complicated. They recuired extensive
orgarization, special procedures, snd bodies of rules and prineciples.
It is not within the province of this study to discuss them. Suffice
it to say that considersble projress was made in reducing prices and
profits, kothing could be achieved that approached the results of
free competition in normal times in fixing prices and profits. But in-
sofar as the prices paid the .ore efficient concerns were brought within
reasonable approach of costs and, especially, the prices paid the firms
that had shown themselves less efficient were brought more intoc line
with those paid more efficient firms, price readjustment must have
contributed some incentive to manufscturers to improve efficiency in
production,

The proportions in which various measures and conditions promoted
efficiency cannot be determined. Of the result there can be no doubb.
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In airframe plants, for example, in January 1943 it required on the
average 2.3 man-hours of direct labor per pound of sirframe accepted.
This ratico was reduced rather steadily from month to month until in
July 1944 it reguired slightly less than one man~hour per pound of
zirframe, Thereafter the gverage ratio renxined almest stationary
until the end of the ;Jea.r.28 There can be little doubt, however, that
it would have been reduced still further had it not been for nuaerous
change-overs in many plants from one type of plane to another and for
the emphasis placed on Lypes with a high labor ratio, notably the 3-29.
Dareful studies made by the Analysis and rlanging Sranch,
Statistical Conbrol Oifice, lateriel Command, revealed quite a strong
gimilarity in the progress carves of different airframe plants, The
nuzber of man-hours per plane was very high waen a new plent first
went into production or even when an experienced plant changed over
to the production of a new plane, The number fell off sharply during
the first few months and then more and more slowly as the months went
by, but normally continued to decline even after one and one-half or
two years of continuous production of the plane, That is, the number
of man-hours per plene coatinued to decline provided schedules were
maintained; a drastic reduction in schedules adversely affected the
curve, The table below illustrates increase of efficiency in four

plents workinz on three different aircraft. Consolidated had had

28, TFigures given in this and the subsecuent paragraph and in the
table on p. 179 are taken frow tables acd charts in issues of
two wonthly publications of fateriel Co.mand prepared by the
Office of the Controller, nanely, Aircrafl frogras rrogress Lepord
and Zstimated Operabing Ratlos in the firplane Industry.
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eongiderable experience in bufldmg;, B-.%'is before Lo first date sziven.
Ford "otor Company had completed ibs {irst 3-24's in September 1942,

- . and Pepublic, ils first £=47's in March 1942, Boeing, Wichita, had
completed its first B-29's in July 1943. The slight recessions shown
by three plants near the end of the year may be attributed to reduced
schedules and model changes. The ratios should not be used to compare
coapanies or planess there were too many diversities, for instance in

methods of reporting and use of machinery, which afiected plant figures.

DECCT MaN-HOUsS PER FOUND OF ALKFRANE

¥onth Ford Fotor Gongoli~ Boelng Republic
W ow Lun dated Wichita Fermingdale
San Diego

B-24; B-24 B-29 bP=iy7
dan. 19"-[—3 5.03 loll — 3082
Feb, 1943 ReH2 1.X0 - 2.78
Har, 1943 1.77 1.04 — 2.49
L:ay 1911‘3 1.03 0092 — 1090
July 1943 1.3 0.27 — 1,70
Sep. 1943 0.81 Q.70 5.60 1.62
Kov. 1943 0.70 0.57 3.23 1.62
Jan, 1544 0.56 0«63 2.60 1.42
Lax, 1944 0.52 C.52 2.36 1.38
Vay 1944 0.56 0.50 1.55 1,12
July 194k 0.38 0.50 1.39 0,99
Sep. 1944 0432 O.oh 1.13 1,02
Dec. 1944 0.36 0.60 0.86 1.16

“ith the machine tools bottleneck, the materials bottleneck, and
the labor bottleneck whipped and vwith producilive efficiency in the
factories and shops still rising, it would have been possible to econtinue
to enlarse programs and increase production of munitions and supplies
in proportion, and this without further curtailment of production for
civilian use, which had by no means reached rock bottoma TFortunately

the exigencies of the war did not require all-out production of

LT e i, A S
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munitions and supplies. There were occasions, to be sure, wnen demand

wr

at the fronts for some items outran production at home, but such
conditions were due to miscaleulations. In general we had more
industrial capacity than the war reguired. Le could nave fought on a
considerably bijgzer scale if tae war had demanded it, at least after
about Hovember 1943,

In the case of airplane production under IAF cognizance, the
official forccast at the bezinning of 1943 for production during the
year was 99,373 airplanes of all classes. Actual deliveries were
68,194.29 This disparity was due largely to failure of new plants
to get into production as early as expected and to improve schiedules
as rapidly as anticipated., In fact many important plents did not hit
their full stride at all during 1943, partly because of delays in re-
eruiting labor. But the fact that nroduction did not meet the forecast
wes to some extent due also to cutbacks that were made in some coniracts
aven that early becsuse the planes they called for were not needed in
such large numbers,

The actuzl deliveries in 1944 amounted to 71,154, only L.4j greater
than those of 1943, To be sure the total welght of planes produced in
194k was greater by 4A.Gx than the neizht of those made in 1943,30 and
weight is a vetter index of groduction than numbers. Furtheruore,
chanze-overs in 1944 seen to have been more labor-consuming than those

of 1$43. Bub there is no doubt that 1944 production could have been

29. lonthly Fzcbory Beliveries of airerait by gontract and lrogram,
a lat. Comd, report ort pregared by hCS.
30. c"c.:;rl;:w;t,:l.cs on poundaze have been sugplied by ATSC, lanagement
Control, Statisticzl Control Office, Cee chart, app. 5.
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zreatly increased had it heen deemed necessary to do so. trogramns
were actually reduced and production held down. The number of employees
in facilities under ALF cognizance declined from 1,311,000 at the
beginning of the year to 1,045,500 at tie end, that is, by 20,1552
Although there were concerns that failed to get all the hands they
reguired to meet schedules, most of them lsid off hands and there
was a notable reduction in third shifts, There can be no doubt that
the nomber of workers could have bheen maintained abt the figure for
January or even inereased ir it had been considered necessary to do s0.

As & conscguence of inereased efficiency in the plants, reduced
programs, and & linited amount of expansion, the AAF came to have an
excess of industrial facilities available for its use., rfhere were
glgnhs of an impending excess of facilities even before sll the early
mzjor prejects had gone into ogeration and before the idea of the
progress curve had beea fully srasped. A& surplus of maechine tools in

32 and the following

some logzlities was noticed as early as Jugust 1942,
montth IFS, uright Field, learned that some facllities provided under
AAF sponsorship were nobt being used a2t all and some not for producing
AAF materiel,?? In larch 1943 the Chief of Staff, liateriel Center,
wrote the chief of the Froduction Division telling of cutbacks impending

and advising of the need for close ceordination between Production

3l. Aireraft Irogram Progress ieport, monthly, clted in note ; U.S,
Dept. of Labor, SBulletin No. 800, _artirte Development of the Alir-
craft Industry, p. 5.

32. I0¥, Col. F. !, Hopkins, Chief, ..es, Div., Uffice, Chief Mat, Cond.,
to IFS, 1F¥, att, Tools Er., 25 iug. 19kZ, referring to letter, US«
to DFC, in Facil. Sr., o0S, Gen. rroced. Iile.

53. OCol. B, Schneeberzer, Chief, I3, vo Dist, Sugervisor, .ID, 5 Sep.
1942, ibid.
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Engineering JSection, I*roduct'ion Cont.rol Section, and Conbract Section
to see that cutbacks be uade First in facilities not already too far
alonz to be eccnomically teminated.% In Zpril . TB sought assurance
that full ubilization was beinz made and would be made of all produc-
tion machinery, as a condition of clearin; new projects.Bs The Trumsn
Comnittee began to look into the matter of excess capacity, In a
meetin., of his . %D staff, General lchols expressed concern that "we
may become over-expanded! and taat "we have wore copacity than we think

36

we have,! Lalph J, Cordiner, a "t3 vice chairman, estimated in May

that in mebal-products industries generally, plant utilization was
37

only akout 60 hours a week, The prewar mobilization planners had
considered full utilization to be 120 hours a week., On Z1 Nay 1943
the new LB Industrial. Facilities Committee heard the view expressed

38

that we had an over-all surplus of tools and construction, It was
estimated that there were between 30,000 and 50,000 surplus PFC~owned
machine tools in the country. BEBefore the end of the year all coneerned
frankly recognized that we had an over-all surplus of facilities unless
the war should take an unexpecbed turn for the worse,

After it was established that there was an over-all excess of ALF

facilities, there was another definite tishbeninz-up in processing

applications for expansions. Farticularly it was necessary to certify

3k, 9 Jarch 1543, ibid.

35. OCol. BE. . Hawlings, Chief, riS, to Dist. JSupervisor, .r'D,
7 April 1943, ibid.

36, 30 April 1943, ibid.

37. UA neview of Facilities and Conmstruetion,” copy in Faeil. 3r.,
&S, '&3B {file.

38. Br:.b. ten. F. :{, Hopkins, Jr., Chief, Les. Div., .1&D, to Admin-
istrator, i3U4R1 llay 1943, in Facll. ore, .i&S, ASU i‘:.le.
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that no other floor space accepitable for the purpose was avallable

within the district and that tools intended %o be purchased new could

not rather be procursd from surplus tools lists.39

However, even after the general excess of facilities had been
recognized, there was congiderable further expenditure for facilities.
Yost of it was necessary.,

Under the uncertain conditions of war and of putbing new industries
into operation it had heen impossible to forecast requiresents or
production with any degree of accuracy. It could easily turn out, and
indeed did, that although after a given date there was an excess of
facilities in zeneral, there was a deficiency for producing particular
items.ho

Some models of plares, engines, or iteams of ecuipment becane
ohsolete as the war progressed, und their production was discontinued,
The plants then had te be retooled for the production of new models
or different articles. aebooling vias expensive. Often subcontractors!
planis had to be retooled as well as the parent plent. Cecasionally
it was advisable Lo retool one factory for a change-over from one plane
to another and at the same tine retool another plant to carry on the

production of the displaced plane on a reduced scale, DLven changes in

design recuired new tools,

39. TuZ, Col. lie in. Herod, Acting Chief, RCS, vo Dist. Supervisor,
HPD, 12 Feb. 1944, in Facil. fr., K0S, Gen. Froced. file; IOI,
Col. h. C. Harmon, Chief, Faeil., 3r., troeur. Div., to Chief,
ECS, ipid.

10, For an excellent statement of this point see memo for US/. by
1t. Gen. Grehon B. Jomervell, CG, A23 1l June 1943, 8. zect.
No. 10, 7& Cong,, 2 sess., pt. 156, pp. 178-84,
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Tre AJF also found il necessary 0 conduct an elaborate experi-

rental program to keep up with or akead of our enemies. This program
necesslitated considerable excenditure for facilities,
fis time wenbt by, machine tools and equipment in war glants wore
out and had to be replaced., .xperience dictabed plant alterations
or additions. Hew labor-gzving devices and processes were invented
whose installation was justified even though it rendered zood machinery
and eguipment surplus, For a time in 1944 an effort was being made to
establish better in-plant feeding fueilities, rest rooms, etc, with
a view to improving working conditions and thus keeping workers in
the plants. TIhe President personally intervened in behalf of these
labter classes of facilities expenditures.hl
To soue extent, however, the continued expenditures for facilities
may be atbributed to the yielding to pressure. The pressure fronm
contractors for new facilities with government financing was very great
and hard to withstand., A1l who zot government conftracts seemed anxious
to have new machinery or new bulldings or both, To some extent the
pressure for new facilities was prompted by the nabtural desire of
people who must meet production schedules to have asple floor space
and ample machinery of iae best sorts with which to sccomplish their
Jobs. To an extent it was prompted by a desire to get facilities in

wartice for postwar use in coupetitive industry. the implication is,

41, Franklin D, foosevelt to Donald ilelson, 22 Dec. 1943, copy in
Fagil. sr., kes, Div., &S, Folicy file; Cen. H. H, Arnold, CG,
MF, o CG, .{at. Comd., 23 June l9hh, cltlng directive of the
rresident to the 3/, 22 Dec., 1943, in racil, Br., LGS, Ford-
Ypsilanti Corres,

M
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of course, that manufacturers expected to exercise their options at
the end of the war and exgected to buy in the government-supplied
facilities at bargain prices. LIvidence .f the exbtent of the pressure
for new facilities is given in the next chapter. It is mentloned here
only by may of showing why the government continued to provide new
Tacilities after there was a recognized excess.

The largest single authorization for a Mgreen—grass” plant made
late in the war was for one to be construchbed by Continental Aviation
and Engine Company, of .laskegon, l.i:'t.ch.‘“2 The authorized cost was
40,000,000, The plant was to manufacture V-1650-3 (Merlin) engines,
of which there was a critical shorbtage., This tywe of eagine was used
in the 1'-51, which had proved one of our .ost effective fighters.
dbout the same tice, in Jamuary 1944, Fackard llotor Company was
authorized to build, at an originally authorized cost of 7,421,717,

& factory in Toledo for the menufacture of engines of the same type.
These-new enzine plants could not possibly be got into full production
until sometize in 1945. In July 1944 the General Eleetrie Coupany
was engazed to convert s Navy turbine plant in Syracuse abt a cost of
over 25,000,000 for the manufacture of I-40 jet=-propulsion engines.

Inst of the other very considerable suthorizations of the late
war period were lor extensive retoolings. In June 1944 Buick contracted
to retool both in Lelrose Park (Chicago) and Flint at an estimated cost
of 418,239,847 for the purpose of making R~2000- Fratt and .hitney

engines. In September Allison Uivision, General .‘otors (orporatiocn,

L2. GSee footnote 14 zbove.
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Indianapolis, was authorized to retool and make a small extension at
a cost of over . 12,500,000 to enable it to build I-40-3 engines, Iven
tooling a factory for making couparatively minor parts ofven involved
a great deal of monmey. For expmple, Graham Izige llotors Corporation,
Letroit, gob ,5,270,405 of jovermment funds to convert a factory for
the purpose of making master connecting and artieulating rods for
A=2600 engines.

Ihe total expenditures authorized during the 13 months from
Decerber 1943 to December 1944, inclusive, for directly jovernment-
financed facilibies was 269,200,522, This was 8.75 of the total for
the whole emergency reriod up to 31 Decevber 1944, The expenditures
recommended for amortizsblon under the tax—amortization plan awounted
to eporoximately 50,100,000 during the same period. This was 8.4%
of the total recormended during the whole emergency pericd up to
31 Decenmber 1921.4.1‘”3 ‘These expenditures were sizable considering the
over-all excess of faeilities.

M the sane tiaze that these labe, limited expansions were being
made under circumstances described, procurement agencies were begimming
to tackle the job of disposing of surplus facilities. Thervere termi-
nating contracts in = fairly larze way, guardedly releasi'ng war

contractrsto produce for the civilian market, and selling or storing

43, Figures derived from AAF Industrial Faeilities Zxpansion, Status,
trogress, and ferformance and A4F Industrial Facllibles .xpansions

by Lype of Financing, the second a summary of the first, monthly
cublications prepared by .0S; a tabulation of reccmmendations of
certificates of necessity made by uCS; a report of Mihe trans-
actions of the Facilities Br., rrocurement Div., «F . . . o

Yay 1, 1943%, copy in ATSC Historicsl Office., See chart opposite
p‘
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surplus tools in considerable numbers. Ihe disposition of excess

facilities called for changes in organizabion, new procedures, and
. new sets of principles. ZIven in its early stages it raised the

issues iavolved in demobilization and planning our postwar economy.

Industrial demobilization will be the subject of a later study.
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Chapter IK
PROSLEMS IN ORGANIZATION AND ADMINISTRATION

Changes in organizaetion for facilities procurement were minor in
the later part of the war., The district organizations were built up
and given larger functions. WFB extended its control. Administration
continued to be very difficult,

As the war went on it became both more necessary and more practicable
to increase the duties and responsibilities of Procurement Distriet
officera in the matter of facilities procurement. In the earlier part
of the emergency, as we have seen, the chief burden had been to allecate
the larger concerns ameng the services und ¥o expand their facilities.
This required centralized plenning. The big companies preferred to
deal directly with Vashingbon or Uright Field., Siace the facilities
were still to be built for the most part from the ground up, their
applications and their aprendix "Als could be analyzed about as well at
Viright Field as on the spot. Haste was urgent. In the later period,
big expansions were comparatively few, and the principal job was to
analyze the hundreds of applications that came in for small extensions
here and there, minor alterationa and improvements, the addition of new
tools and equipment, the traaafer of tools from one conbractor to
another, and the disposition df surplus tools, These applications re-
guired local investigation to verify statements. In the earlier period
the districts had inadequate, unirained staffs, It toock time to add

perscnnel and train them., FProcedures had been in process of developments

! ! s
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larger use of the district organizations would have complicated the
process.l Gradually district staffs were built up. Once procedure had
been definitely established, it was easier to utilize the districts.

The process of conferring functiona upon the districts was a
gradual cne. It is true that Naj. Gen. Charles E. Branshaw, who became
Commanding General of the lateriel Commamdon 27 Karch 1943, made
"decentralization" a definite policy., He hastened a process already
begun and made Wright Field more Mdecentralization' conscious.~ As
early as 21 February 1942, Brig, Gen. George C. Kenney, Assistant
Chief of the lateriel Division, had urged the DUistrict Supervisors to
expand their follow-up organizations as rapidly as possible and, among
several things, to keep a close check upon facilities in process of
construction.3 On 24 March 1942, Col. R, W. Propst, Assistant Chief
of IPS, Wright Field, gave instruetions that the Distriet Supervisors
be informed of facilities expansions immediately the take-out letters

had been signed.h

IPS gradually developed the practice of referring
specific matters connected with expansions to the districts for investiga-
tion until it became almost routine to do 50.5 When allocation of tools
and materials and obther methods of production control were instituted,

it was necessary to utilize local representatives to investigate need

of contractors for tools, to collect bills of materials, to take such

local ection as was practicable for relief of critical shortages, and

do a variety of other 'bhings.6

l. BSee pp, 528-00,
2. History of the LAF Materiel Command, 1943, pp. 2-4.
3. In Facil. Br., RCS, 'F, Gen. Proced. file.
he Hote for staff, ibid,
5. 1IDC, Lt. Gols R. Shawhan, Chief, Facil. Br., to Exec. Office, IPS,
11 Aug. 1942, draft of directions to Procur. Districts on functions
6 in regard to fg.cilit:‘.es s in Faeil. Br.,, RCS, Gen, Proced. file.
o See pp. 141-1456,
kP it BT
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On 10 November 1942 representatives of IPS, the Technical Executive,
and representatives from the procurement districts agreed, in a conference
at Dayton, on a list of activities to be handled by the districts., In
addition to these funetions mentioned in the preceding paragraph, the
district Industrial Planaing Sections, upon notification by IPS, Wright
Fleld, that facilities expansion was necessary, were to locate concerns
and plants that seemed to meet reguirements. ¥right Field would select
the ones to be expanded, Then the districts would receive the applica~-
tions and appendix "A"s and forward them with recommendntions to Wright
Field. However, if the appllcants preferred to send in their applica-
tions direct they might do so. Also the District Supervisors through
the Factory Eepresentatives were to determine need for additional tools
applled for, whether or not the operstions concerned could rather be
acconmplished by subcontracting without new tools, and, in case need
for additional tools should be indicated, whether or not the tools could
be secured by transfer from cther contractors rather than by purchase

7

of new ones,' Shorbly thereafter Froduction Resources Section (IPS
with a new name) Wright Fiseld, took the further step of requesting
written reports from the distriet Production Resources Sections
(technically from the District Supervisors) on every application for
directly financed faecilities that came from their respective d.i.sta:‘:i.c’t:.s.8
In May 1943 PES, upon the insistence of General Branshaw, took the

final step of requiring that all applications for direct government

7. ICK, Col. Alden R. Crawford, C/S, Mat. Cen., to Col. B, W. Rawlings,
h:.ef IPS, 18 Nov. 1942, in ATSC, 321.9, IFS,

B. JOM, Gol. E. W, Bawlings to Asst. Tech. Exec,, 29 March 1943, in
Facil. Br., XG5, Process. Proced. file.
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finencing be first presented to the district offices,’ Later in the
month the districts were also given the regular funetion of conducting

‘ investigations imconnection with applications for necassity certificates
under the tax-amortization plan of f:inancing.lo

As the distribution of functions was finally worked out and
embodied in a Materiel Command directive on 30 November 19#3,11 the
applicant for facilities was fo present his application to the district,
The district was then to consult Uright Field as to whether, "in the
light of the over-all sireraft program," the proposed project should
be accepted for processing. If the query should be answered in the
affirmative, the districet Resources Control Section would prepare the
processing letter and forward it to Resources Control Section, Wright
Field (RCS had meanwhile succeeded PRS), RCS3 would check the papers,
and, if desirable, revise them and send them to Washingbon, as there-
tofore. An exception to the rule was that in case of certain large
projects that were scattered through several districts--for example,
the Curtiss<iiright suppliers project--the applications were still to
come direet io Wright Field, which in turn would refer such matters to
the districts for investigation as 1t might deem necessary. District
" officers had also gained authority to approve, independently of \right

Field, transfers of funds from one schedule of a final appendix "A"™ to

another, provided the total of such transfers did not excesd &'525,000.12

9. Col. B, W. Rawlings, Chief, PES, to Dist. Supervisor, CPD, 5 Lay 1943,
in Facil, Br., 50S, tGen. Proced. file,
10. IDC, 1b. L. L. Bushong, Chief, Certifiecations Sub-Unit, to Maj. J. L.
. Bowiing, Chief, Facil, Unit, 18 Iay 1943, in Fac. Br., RGS, Gen.
" Proced. file, attached to letter of 5 May.
11, FOM 87-1, in Publicabions Seet., AGD, ATSC.
12. GCol, w. R. Herod, Acting Chief, RC3, to Dist. Supervisor, VFD,
27 Nov. 1943, in Facil, Br., BC3, Process, Froced, file.

voa X
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District officers also gained authority independent of Wright Field

to approve items of expeaditure of "continuing=-capital-expenditure"
" . funds. The use of these funds is described below.

Considerable difficulty was encountered in effecting "decentralizs-
i‘..icm..“'.l'3 Experienced personnel had to be sent out to the procurement
districts. Officers from the districts had to be brought to Wright
Field for training. Wright Field officers did not always trust the
findings of district officers and continued on occasion to send trusted
agents out to see for themselves, The district officers on their part
were inclined to reseat overruling by lWright Field and to feel that
they should be accorded larger independent poweras.

Decentralization from Wright Field to the procuremeat districis
had its counterpart in decentralization within the districts. 4n effort
was made Lo give larger responsibilities to Area oifices and to Resident
Representatives, Decentralization within the districts was also
accompanied by stressea and strains,

It is evident that the term "decentralized" is a misnomer as applied
to the organization just described., Noxr is the phrase "decentralized
operations and*centralized control," which was often used at Tirlght
Field, much more accurate as a description, at least as far as facilities
procuranent was concerned. Nobt only did distriet officers operate under

policies, directives, and procedures formulated by nright rierd or by

13. Im's, Majo J. Lo BOWling to Lt’o COl. G. H. HDI‘iaI’by, 3 Ju.ne 1914'3,
Koy Meisinger to laj. Bowling, &4 June 1943, liaj. Bowling to 1t. Col.
-' Loriarty, 27 Oct. 1943, in Facil. Br., RCS, Gen. Proced. file;
Stenographic report of WF conference of 11-13 Jan. 1944,
T
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higher authorities, bub they had auite limited au!t‘ho‘rity to act on
their own responsibilibty. Their prineipal functions were to observe,
investigate, report, and recomzend, and to inform contractors of
actjon taken by higher authorities. Lateriel Command did not delegate
as large a share of responsibility to its local representatives as
did DPC and the Corps of Zangineers, for example, to theirs. To be
sure, district officers frequently exercised greater authority in
practice than they were supposed to on paper. They frecuently gave
agssurances to contractors on which the latter proceeded to act, and
then Wright Fleld was morally bound to approve because the contractors
had M"acted in good faith.t

The channels of comunication employed between Wright Field units
and distriet units should not te allowed to conceal the essential
features of the organization. TFor example, a letter from Facilities
Unit, RCS, %right Field, to Facilities Unit, HCS, Central Procurement
Distriet, was written in the name of the Commanding General, Hateriel
Cormand, to the District Supervisor, CPD, attention of the Facilities
Unit, RCS., If an officer of the last named unit sought information
from a contractor, his channels were through the District Supervisor
and the AAF Resident Hepresentative in the contractor's plant, or if
there was no factory representetive, the AAF Area Representative,
Practically, to be sure, much business was done directly by telephone,
with only "important" messages being confirmed by letter through
channels., The use of channels was necessary Lo enable District

Supervisors and Factory Representatives properly to coordinate and
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supervise the activitles of the personnel of their districts and plants.
Technically, with exceptions, they were responsible for all the official
acts of their subordinates.lh
Changes of some imporbtance as regards facilities procureament also
occurred in orgenization at Wright Field. OCn 6 April 1943 the head-
auarters of the Commanding General of Materiel Command were moved from
Washington to Wright Field. The designation "Materiel Center" was
dropped. General Echols retained his staff and remsined in Washington
as Assistent Chief of Air Staff for Maberiel, Maintenance, and Distribu-
tion (ME&D). On 17 July 1944 Materiel Command was united with Air
Service Command into AAF Materiel and Services, Lt. Gem.¥William S.
Knudsen was designated Director and Kaj. Gen, B. E. Meyers, Deputy.
At the sane time the designation of the controlling staff in AAF Head-
quarters, .ashington, was changed Irom llateriel, Maintenance, and

15

Digbribution to Materiel and Services. Effective 31 August the

combined commands were redesignated Alr Technical Service Command.16
The office of Chief of Engineering and Procurement was established at
Headquarters, ATSC, to direct most of the operating functions of the

1 Brig. Gene XK., B. Lolfe {soen to be a major

former Materiel Command.
general), was designated chief, shortly after his returmn to Wright
Field to becomne Commanding General, Materiel Command,

In the reorganization which accompanied the establishment of ATSC,

14. One exception was contracting officers in matter of administration
of contracts. AAF Representatives lanual, issued by ALF, Mat. Comd.,
edition of 1 Jan. 1944, sect. 241,

15, AAF GO #10, 17 July 1944, and AAF Reg. No. 20-43, 17 July 1944,

16, ATSC Reg. Ho. 20"'1, 1l Sep. 1944,

17. LT5C Reg. No, 20-17, 1 Sep. 194L.
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the Procurement, Production, and Inspection Divisions of the fommer
Materiel Command were united into a single Procurement Division, with
Brig. Gen, O, R, Cock as chief.18 In the new division most of the
units of the former Procurement Division and former Production
Engineering Section were combined and integrated into a single Produc=~
tion Section. The production engineering functions proper of ithe
former PES wenb back to Eagineering Division. Resources Control Section
was left for the most part intact. The former Inspection Division be-
came Quality Control Section in the new Procurement Division,

Insofar as procurement of facilitles was concerned, the principal
effect of the reorganization was to end the old difficulties of
coordinating the activities of the former Procurement Division and the
old F3S. Several references to these difficulties have been made.

In general, it may be noted, the organization of the new Procurement
Division restored the msin features of the organization as it existed
before April 1939, before the then existing Procurement Section had
been divided into Production Engineering, Contract, and Inspection
Sections, Thus, by the time the war was in its later stages and the
more difficult precurement problems solved, organization had made a
full cycle.l9 This fact does not necessarily prove, however, that the
division of the prewar Procurement Section should not have been made
in the first place.

As late as February 1945 Procurement District organization was
still in process of beinp altered to conform to the new crganization
at lWiright Field.

18, ATSC Reg. No. 20-19, 1 Sep. 1944, and appendixes.
19, Proecur., Div,, ATSC, Annual Report, 1944, pp. 3=6.
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The organization and procedure in Washington for reviewing applica-
tions for direct government financing also underweal changes as the
war progressed. It would be tedious and confusing to recount all the
successive changes; most of them were minor. In general, organization
and procedure were siuplified and, as in other fields, WPB asserted
its authority to a greater degree. From Lay 1943 to the present
writing the orgenization and procedure have remained camparatively
stable and may be briefly described.zo

The processing interoffice memorandum (rum) went from RCS, Wright
Field, to Rescurces Division, WN&D (or, after 17 July 1944, Liateriel
and Services). Tt there first received the attention of the Facilities
Branch, Hesources Division, If it was approved, the branch wrote a
letter of approval for the signature of the chief of Hesources Division.
If he approved, the letber went over the desk of his depuby to the
AC/AS, VM&D, If the latbter aporoved, the letter went back to Facilities
Branch, which prepared a letter for the Facilities Commitiee, WPB, or,
as later named, the Construction Reguirements Committee.

The Facilitles Committee, WWFB, was composed of a representative
each of Army Air Forces, the Navy Bureau of Aercnautics, Ordnance,
the Maritime Commigsion, WiMC, SWPC, ete., and it was headed by a
representative of WPB. The chairman had all the authoriby; the other
members acted only in an advisory capacity. Minor projects were acted
upon by the chairman or by an assistant withoub being submitted to the

Committee.

20, TiX, Brig. Gen. ¥. ii. Hopkins, Jr., Chief, Res. Div., MMRD, to
Administrator, ASU, WF, 21 Vay 1943, in Facil. Br., O3S, Gen.
Proced, file; report of C. B. Chapman, 21 June 1944, on trip to
Washington, ibid.; remarks of C. B. Chapman in stenographic report
of WF conference of 11~13 Jan. 1944, pp. 95=96.
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The Facilities Committee had a Projects Essentislity Divieion
which made an independeni investigation of projects. When an applica-
tion and an sppendix "4 came to HCS, Wright Field, copies were sent
at once to the Facilities Committee, for the attention of the Projecits
Essentiality Division. The Division made its investigation, utilizing
WPB regional offices and the information on file in WPB lashington
offices. Therefore, when the Facilities Committee met, it had the
results of two independent investigabtions before it. RCS, Vwright Field,
had to "keep on its toes.!

After the Facilities Committee had approved a project, it informed
RCS and DPC by letter, If DPC informally approved, Resources Division
took the project to the OUSW for final approval and for the take-out
letter, as formeriy.

Changes in organization and prganizational terminology should not
give an wnjustified impression of instability in administration of
facilities matters. Key men had long tenures as a rule. General Echols,
AC/AS, Materiel .and Services, had served in that capacity or its
equivalent since ovember 1940, Brig. Gen. Frederick K. Hopkins, Jr.,
Chief of Resources Division, &3, had served in that position or its
equivalent from the very beginning of facilities expansion in the
national emergency, rising meantime from the rank of major. Col. J. C.
Vaughan, assistant chief of Resources Division, and Maj. M. L. Hay,
chief of Facilities Branch, Resources Divislon, had been Hopking'
right-hand men in facilities matters almost from the start. At #Wright
Field, Coclonel Schneeberger, long Chief of IPS, retired in September
1942, Others had longer tenure. Col. &, if. Rewlings, his successor,
gserved almost as long and had been more or less directly concerned with
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facilities previously. Col. George H. loriarty, who succeeded Golonel
Rawlings as chief of RCS in July 1944, had been concerned with facilities
since he caze to {iright Mield in 1940, L4t, Col, J. L. Bowling, chief

of the Industrial Service Sub-Section, HCS, had been concerned with
facilities egually long. Maj. Travis G. Walsh, chief of Faeilities
Unit, came in abt an early date to evaluate structures., Two civilians,

C. B. Chapman and F. k, Opitz, through a long portion of the period

bore the brunt of deciding whether particular expansions proposed were
essential, Other men equally deserve mention for service and tenure,
Those named have been mentioned to support a point. Tenure in §FB

units concerned with industrial facilities was oniy slightly less stable.

The Facilities Committee of ©FB also acted upon applications for
Mecessity certificates" for facilities to be financed under the tax-~
amortization plan. Administration of the tax-amortization laws became
more difficult as time went by. In this field, too, WPB saw fit to
exctend 1ts authority and activities at the expense of the Var and Navy
Departmeats. The story of its encroachment and assumption is most
illuminating in several respects,

In the earlier part of the emergeacy period, when the problem had
been one rather of finding facilities to finance than of avoiding the
financing of unnesded facilities, Lateriel Division as sponsor had
attempted to persuade contractors to choose the tax-amortization plan
of finaneiang rather than the DPC or EFF plan.2l IPS at Wwright Fleld

and the stalf in VWashingbon scrutinized applications for necessity

2l., Interview with ¥aj. R. L, Pastner, Asst. Ghief, Facil. Office,
HCS, 13 Hove. 19‘}}4-.
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certificates much less closely than they did applications for diract
financing.'?'z They recommeaded certification for ZI.O(";_.-?&r of cost ag a
matter of routine, without being too careful to assure themselves
that the plants would be employed exclusively in defense work. Kateriel
Division was also guite easy-going in the matter of establishing
necessity for exnansion. Normally the contractors went shead and
econstructed their facilities on verbal assurance that the facilities
would be needed--the assurance coming from someone at .right Field
or in & District Procurement office or, as likely as not, from a prinme
contractor. fnd normally in such cases Hateriel Command would recommend
certification, even though there was no actual necessity, if convinced
that the contractors had "acted in good faith" in assuming the need.
There were several reasons for this easy-going behavior on the
part of the procurenent authorities. Tax amortization did not cut into
the appropriations of expsditing-production funds, which the services
were trying to make go as far as possible. Frocurement officers
believed, unwarrantedly, as it turned out, that since under the
amortizabion plan manufacturers financed facilities themselves at the
oatget and would never recover the full amounts, they would exerclse
sufficient diligence in keeping costs down. Some project officers
apparently assumed thal because tax-amortized tacilities took no money
out. of the Ireasury -- only kepb it from going in -- they did not cost

the government anybhing.23 Staffs in the ezarlier years were tco small
to serutinize evexything rigidly anyway.

22. Notes on telechone conversation with CUSY, by Lt. Col, P. Schneeberger,
27 Dec. 1940, Certif. Unit, KCS, Gen. Proced. file; interview with
C. G, G‘I'imett, Chief, Certif. Unit’ RCS.

23. Capt. L, L. Bushong, former Chief of Certif. Unit, A0S, steted that
he had to conbat the idea. Interview, 20 Oct. 1944.
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Congress contributed to the benevolent attitude., The original tax-
amortization law required the issuance of the necessity certificate be-
fore 5 February 1941 in case of facilities begun or acquired between 10
June 1940 and that date and before beginning of construction or acquisition
in casze of facilities begun after that date. A House Hesolution approved
30 Cctober 1941 provided that contractors would be eligible for tax
amortization if the certificete should be issued before 1 December 1941
or within six months after beginning of construction, whichever date
was 1a.t.er.2h Thie provision brought in a number of applications from
contractors who had i‘oz"gotten to apply within the original time limits.
The resolution also repealed the provision requiring approval of
necessity certificates by the Advisory Commission to the Council of
National Defense as well as by the Secretary of ilar or the Secretary of
the Havy. The effect of this latter liberalization was partly nullified,
however, by an Executive Order directing OFY to set up an advisory Tax-
Amortization Committee to assist the secretaries in examining applications
involving more than %250,000 and in determining questions of pf::»li.e:,r.:’:5

After the authorities had tightened up greatly on new facilities
with direct government financing in the last half of 1942, tax amortiza-
tion became much more popular with contractors than therebofore. Congress
again came to their aid. By an amendment of Section 124 of the Internsl
Revenue Code approved 21 Cctober 1942, Congress moved the beginning of

the emergency period back in retrospect

2k, Public law Wo, 285, 77 Cong., 30 Oct. 1941; 55 Stat. 757.

25. "Regs. Prescribed by the Sec'y of %ar and the Secly of the Navy
s + o Coverning the Issuance of Necessity Certificates," filed
18 Feb, 1942 in Certif, Unit, RCS, Proced. file,
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from 10 June 1940 to 1 January and extended the tax-amortization
privilege to include individuals and partnerships, in addition to the

. corporations originally provided for.26 This new provision meant that
corporations would now be eligible for necessity certificabes on
facilities begun or acouired between 1 January and 10 June 1940 and
that individuals and partnerships would be eligible on facilities begun
between 1 January 1940 and 21 October 1942 provided, in both cases,
they made appiication before 21 larch 1943. The provision brought in
& flood of applicaticns, especially just before the deadline,

It was not until the summer of 1943 that any strong effort was
made te hold down industrial expansion under the tax-amortization plan.
On 14 August Under Secretary of dar Patterson issued a memorandum on
the subject.27 The second guarter of the year had shown a marked
increase in applications, he said. The need for manpower and materials
required curtailment of construction. Private expansion should not be
encourapged® except in those "relatively few cases' where additional
facilities were essential. Processing officers should recommend denial
unless necessity was clearly established,

On 5 October 1943 the President signed an amendment to Var
Department and Havy Department regulations recuiring that necessity
for expansion be established before the beginning of construction and

that it also be determined that private financing, rather than direct

26. Public Law No, 753, 77 Cong. seet., 155; 56 Stat. 849; I0M, Col,
R. C. Harmon, Chief, Facil., Br., Contract Sect., to Chief, TIPS,
- . 11 Nov, 1942, in Certif, Unit, RCS, Proced. file.
7. Memwo for CG's, AAF and ASF, in Facil, Br., RCS, Gen. Proced. file.
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government finaneing, would be to the advantage of the government.
In accord with the intent of the amendment, the Under Secretary of iar
instructed ASF and AAF to persuade contractors to accept DPC financing
rather than ask for tax amortiza:tion. This change in policy was based
on the logical presumpbion bhat, since apparently the war was far along,
the resale value of DPC plants currently begun would be greater than the
portion of the cost not amoriized under the bax-amortization plan —-
about 15% to 20%. Pursuant to this change in policy, the Facilities
Unit, .right Field, adopted the rule that recomenda{tion of necessity
;zertificatea would be denied in those projects which lr. Van Vechten,
the DPC representative in the Unit, should declare eligible for DFC
leases. In view of the surplus of IPC tools, recommendation of
necessity certificates for purchase of new tools would not be made ex-
cept in gpecial ca.ses.29
Contractors protested the new rules., They quite logically con-
tended that, if they had already begun construction before 5 Cctober
wi.th the presumption that they would have six months in which to
establish essentiality, they should still be allowed the six months,
They gained this po:l.ntu30 They alsc managed to get & statement from
Tax Amortization Sranch, CUSK, that the branch would approve applica-
tions for certificates in spite of the rules, if uright Field would

write a letter ("predetermination" letter) saying that the new facilities

28, Mmeo for CG's, AAF and ASF, by US/W, 5 Oct. 1943, in Facil. Br.,
RCS, Gen, Proced. file,

29. Draft by Capt. L. L. Bushong, Chief, Certif. Sub-Unit, 29 Oct. 1943,
in Certif, Unit, LhCS, Proced. file.

30. Chief, Prod. Div-’ II‘PD, to Ghief, I\’:Jat. Gomd.o, Att. RCS, 18 DBC.,
and lst Ind., Chief, Tax Amortization Br.,, CUSW, lbid.
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concerned were part of an over-all expansiogl started more than six
months before 5 Oc’c.ol::er.31 WPB at first flatly rejected this last
relaxation, but later accepted it,

On 17 Decerber 1943, LWFB took over the issuance of necessity
gertificates from the war and Navy Departments excepl that the depart-
ments might continue to act on applications filed prior to 17 December

for facilities begun or scguired before 5 Cctober.3 2

The loophole
proved a big one. Ubord must have got around that WPB was taking over
and would "elamp down,® for RCS, iiright Field, received nearly twice
the normal nunmber of applications duriag October and l‘Ic:r\reml::er.33 RCS
continued to process applications for necessity certificates on behalf
of Tax Amortization Branch, Facllities Bureau, WFB, as well as the
exceptional cases for the CUSYW, bubt uader more rigid rules,

In general the har Department and the supply services found it
more difficult to hold a tight rein on facilities than did wPB, Their
first responsibility was to supply sunibtions for the armed forces in
adeguate quantities. It was natural for them to prefer to err on the
side of an exceas of facilities and to try to keep the good will of the
manufacturers. Furthermore, organizations set up to find and expand
fecilities may have found it hard to reverse the direction of their

efforts. WFB, although it too was responsible for promoting war

31. Col. W. K. Herod, Acting Chief, RC3, to Chief, Faeil, Br,, Procur,
Div., 22 Ocb. 1943, ibid.

32. Exec. Order 9406, in Federal Register, 8:16,955; memo by Capb.
C. G, Clark, Res. Div., Mi&D, on telephone conversation with
Col. G. H. Foster, Chief, Tax Amortization Br., Purchases Div,,
ALSF, 2 Dec. 1943, in Certif. Unit, RCS, Proced. file; anncuncement
by Col. Foster of the change with copy of the E.0., 17 Dec., ibid,

33. TWX, Col. W, B. Herod to AC/LS, MM&D, 2 Feb. 194k, in Certif,
Unit, RCS, Proced. file,
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production, was also charged with arbitrating between the demands of
the armed forces and civilisn needs., Being a civilian agency, it was
more sensitive in bthe matters of the cost of the war and our postwar
econoiye

In March 1944 WFB hit upon the expedient of certifying for tax
amortization a percentage less than 100% of the estimated cost of the
propoged faecilities in cases where contractors were unwilling to accept
DFC financing. The percentage varied from 35 up, depending upon the
probable postwar utility of the facilities: 35% for those fully able
to compete in producing for peaceful uses, a larger percentage for
those more specialized for war production. The 35% was merely an
estimate of the inerease in costs of wartime construction and tools
over costs in the basg period 1937-1939 inclusive.%

The expedient seems to have been a good one. One applicant, for
example, was offered a recommendation for 50% certification but was
told he was eligible for UPC financing. He then changed his mind and
applied for })PC:.3 5 In this particular case, it is interesting to relate,
the applicant made the mistake ¢of also increasing his estimate from
w2Th,000 to ¢441,000 and, as a conseguence, got nothing. After a few
months of experience, WiB decided that in general 35% certification

36

was preferable to government financing.

34. Notes by Gant. L. 1. Bushong on tslephone conversation with M. E.
Bowlus, WFB, 14 April 1944, ibid.s WwFPB Sup. Ne. 1 to Gen, Program
Circular Jo. 33, "Criteria for Freparation of Necessity Certificates,n
inclosed in ICL, Brig. Gen. F. M. Hopkins, Jr., to Lt. Col, G. H.
Moriarty, 16 May 1944, ibid.

35. Documuents in Certif. Unit, RCS, under name of applicant.

36, T.K, Dir., ARCO, to Capb. L. L, Bushong, 18 May 1944, in Facil. Br.,
RCS, Gen. Froced, file; "Some Notes on Tax Amortization," by
J+ L, Lineoln, Tax Amoxtization Br., WFB Facil. Bur., 21 Aug. 1944,
copy in Ceritif, Unit, KOS, Proced. file.
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For reasons not apparent the \ar Department instructed the services
not to recommend a percentage to WFPB but only to recommend as to need
for more facilities.37 Facilities Unit, RCS, contimued to reccmmend
percentages. In faet it often recommended two percentages, (1) the
percentage: of the proposed facility's product expected to be for war
purposes and necessary to the war effort and (2) the percentage of the
first percentage deemed proper for tax amortization. For example, if
a proposed facility would be used 50% for war production and 50% for
eivilian goods and should be deemed fully competent to conpete with
similar plants after the war, RCS might recommend certification of
35% of 507, that is, 17.5% of the total cost for tax amortization.

The assumption by VPB of authority to issue certifications of
necessity, occasioned minor changes in procedure as far as Materiel
Command was concerned. Applications were filed with distriet LFB
officeg instead of with the Tax Amortization Branch of the QUSW as
formerly. Those of interest to the AAF were ssent by the district WPB
offices to the nearest ALF Resident or Area Representative, who made
an investigation and forwarded applications and findings to his
Procurement District, The distriet investigated each case and for-
warded the application and a letter with its recommendavion as to
priority for construction materials to the chief of Projects Rating
Branch, Aircraft Production Board (/FB), Bashington. The Procurement
Distriet also sent copies of these documents to RCS, wright Field,

together with its recommendations as to the necessity for the proposed

37. Tuk, Gen., He H, Arnold to CG, Hat. Comd., att. RCS, 24 March 1944,
ibid.
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facilities, Facilities Unit, RCS, sent its recommendations to Tax
Amortization Branch, Facilities Bureau, Tﬁ?PB.38

No matter what the policies, the organization, or the procedure,
no matter how many agencies double checked each other, or how many
superior officers or staffs of higher echelons reviewed the findings
of subordinates or lower echelons, individuals had to grapple with
individual cases. The pressure was great and the ramifications many.

Perhaps enough has been said already about the difficulties of
determining necessity, evaluating plens and specifications, analyzing
esbtimates of costs, and forcing prime contractors to subcontract.
There were other problems of administration of facilities expansion
that should be considered. Xost of them, not all, were especially
difficult during the latter part of war, when the pressure was greatest
for new facilities with a view to postwar use,

Une problem that always arose in comnection with finaneing those
new plants that were located, as many were, beyond established factory
areas was the problem of toff-leasehold expenditures.“z' g These were
expenditures for the construction of connecting highways, railroad
spurs, power and light lines, telephone lines, gas mains, water mains,
sewers, and other ubtilities. It was the policy of the federal govern—
ment to induce the contractors or the utility ccmpanies and the
municipalities that stood to profit by the extensions to bear the cost.
However, the government most often had to finance construction initially,

&nd always, as was proper, had to guarantees the utility companies or

38, ICM, Capt. L. L. Bushong to Chief, Facil. Br., Procur. Div., att.
Capt. R. L. Pastner, 2/ Feb, 1944, in Certif, Unit, RCS, Proced.
file.

39. AAF Contract Handbook (Revised Edition), 15 July 1943, 800.7.
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manicipalities against loss. When the goveﬁ:’nﬂient financed construction,

expenditures were charged to expediting funds rather than supplies
funds and were classed as "non-recoverable." It was legal to use
supplies funds but impractiecable because of the impossibility of
apportioning them equitably among several contracts,

Private utility companies commonly constructed their extensions
under either the cancellabion or the refund type of conbtract. Both

types were adaptations of contracts employed by the companies in

. dealing with private customers and occasioned nmo special difficulty.

Under the cancellation type the utility company financed the extension
on condition that, if the government (or its successor) should cease
to use the service before the expiration of five years, the latter
would pay as a cancellation charge that percentage of the cost which
the unexpired peortion of the period should besr to five years., Under
the refund type of contract the Government bore the entire cost of
consbruction initially and the company agreed to refund during three
and one-half years that percentage of the monthly bills which was
egtimated to be necessary to return the whole cost by the end of the
period, This contract had the disadvantage of requiring difficult
negotiationy over the estimates of probable use.

Extensicns of municipally-owned utilities for which service charges
were commonly made, such as water and light, were consbructed under
arrangements similer to those made with private ubility companies, It
wag different with highways and airf.‘ields.z"o Seldom was it posasible

to persumde local povernments or even the state governments, which

4Q. Stenographic report of WF conference of 11-13 Jon. 1944, pp. 103,
105.
":‘\ e f;:' ‘:v:: ‘5.3*,"\
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collect gasoline taxes and licenses, to ‘bear any considerable share
of the costs. The excuse was, of course, that the highways and air-
fields would not be used after the war.

In the cases of DPC and EFF facilities, the negotiations with the
utilities companies and the municipalitiea were usually, and wisely,
left to the lessees. Fortunately for harassed precurement officers,
utility rates were publicly regulated and no one cculd bind the
government to pay higher,

& most diffieult matter to handle throughout the entire period
was Yoverruns." Technically an overrun was an excess of cost of a
facility (over the amount of the DPC or EPF contract) not due to
changes in plans and specificabions,. MNany overruns were eatirely
legitimate., They were caused by rising labor, materials, and tools
costs or by needs for equipment and machinery not foreseen by either
the manufacturers or the procurement officers, Many overruns were
occasioned otherwise, however. Contractors sometimes underestimated
costs to facilitate getting their applications approved, knowing full
well that the government could not back out once construction was well
under way. Occasionally, it appears, the processing officers reduced
applicanta! estimates unrealistically in the hope of giving them greater
incentive to keep costs down. Overruns were occasioned also by careless
detting of construction contracts on the part of the lessees. liany
times they were the product of an accumulation of numerous minor changes
here and there, any one of which might plausibly be considered to fall
within the scope of the project but all of which taken together modiw

fied it considerably and made it more valuable for postwar use,
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Such minor changes inciuded "trim" or "embellishmwents," which
were most often made in administration buildings., One company, for
exsmple, managed to get & three-story, black marble facade and marble

railings for the stairways.l*l

Embellishments also included such things
as carpets, Venetian blinds, private dining rooms, elaborate landscaping.
Such embellishments caused more public criticism, becanse more obvious,
than other items of extravagance, Their cost might actually be far

dess than that, for example, of employing a more ea;pensive type of
construction than was supposed to be employed in temporary or "semi=
permanent! buildings. Some ccmpanies added the embellishments and
vanities at their own expense after they had been disallowed by the

rrocessing officers.hz

The public did not know this. Once Colonel
Schneeberger suggested that lessees who put their own monelv into
embellishments should be recuired to put up\ signs saying r.w.‘[L3

Overruns graded insensibly into "bail-outs.! Technieally a bail-
out was an unauthorized change in plans or specifications which neverw
theless was allowed retroactively by the authorities. One manufacturer,
for example, in applying for a bail-out without using the term, explained
that the floor area was larger than originally planned, the structural

specifications for the test area had been changed, and the following

41. Supporting documents are filed in Facil. Br., A0S, under name of
the company. This item and numerous others in the remainder of
this chapter are t ypical, and to name the individual company would
serve no useful purpose,

42, Maj. R. C. Harpon, JAGD, Chief, Facilities Branch, Contract Sectian,
Katerial Division, gave an opinion that this was permissible pro-
vided the contractor agreed that the costs were non-rscoverable
unless he should exercise his option at the end of theemergency.
ICL to Chief, IPS, 11 July 1941, in Facil, Br., RCS, Gen. Proced,
filB-

lPSo IDG, 9 Feb, 1913'2, ibid- =TT ;f?ii:"?-xw

! l_!‘i.
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important additions had been made: a chip and oil storage house, &
pump house, a mezzanine floor over part of the office area, two- guard
look-outs, increased blackout. Another lessee, whose project was a
large one, increased his floor area by 500,000 square feet over that
called for by the appendix "A.®

YXany of these unauthorized changes were justified. During the
hectie weeks just after the attack on Pearl Harbor, especially, cvery-
body connected with facilities was in a hurry. There was no time to
prepare careful plans. Flans were avowedly incomplete., Construction
was often started and plans prepared as the work progressed, Lessees
were given to understand that the government expected them to go shead
and use their judgment and it would foot the bills, It is doubtful that
many took advantage of relaxation of correct procedure in those dark
days. There were other cases in which contractors honestly felt that
the public interest recuired that they make changes and additions
without waiting on official red tape; and perhaps occasionally public
interest did so require,

There can be little doubt, however, that the great majority of
unauthorized additions were prompted by a desire to get, at publie
expense, betber facilities than the sponsors had intended to allow them,
This was especially true of the later period, when peopie were more
prone to look forward to their postwar competitive position. When and
if lessees in such cases were reprimanded for going ahead without
authorization and threatened with refusal to allow the excess expendi-
tures, they always had a ready jystification. The AAT Resident
Representative had given verbal assent, it might be said, or the project

officer had suggested it would be & good thing, or General Such-and-Such

i

B ) ; "
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had visited the plant and had said "go ashead and use your judgnent.“hh

In the vast majority of cases the government had to bail whe manufacturers
oub, It needsd their production. I{ was extremely difficult to tell
with assurance when they were not "acting in good faith." lore likely
than not, someone along the line had given verbal assent; and, while
that was not & contract, it might create a moral obligation., At least,
presumably, the DPC Resident Engineer, or the AAF Area Representative,
or both had seen what was goiag on and had acquiesced, In fact staffs
were often too small to be asble to see everything, and they could not
always have prevented headstrong executives from going ahead even if
they had seen.h's
One special form of bail-out was for plant sites, Not commonly,
but in too many cases for comfort, lessees took advantage or tried to
take advantags of their position of agency to unload land in excessive
amounts at excessive prices. Colonel Schneeberger spent much energy
trying to pare down land costs, although in general land was & small
item compared with buildings and machinery. A District Supervisor, CPD,
raised the question as to who should initiate appraisals. He asserted
that lessees were acting in collusion with friends who had sibes Lo sell
to get high appraisals.l’é

Facilities officers learned that war plants are never complete.

44y, See remarks of It. Col. G. H, Horiarty, Chief, Indust. Res. Br.,
RC3, in stenographic report of \F conference, 11-13 Jan. 1944,
Pe 330

45. IO, Chief, IP5, i¥, to Chief, Facil, Sect., Office, Chief, Mat.
Dive, Wash., 16 Feb. 1942, defending his section for not preventing
additions being made without authorization; in Facil, Br., RCS,
Gen. Prcced‘ fileo

46, Maj. Ray D. Smith to Asst, Chief, Mat, Div., att. IPS, 17 Jan. 1942,
attached to IOM, 27 April 1942, in Facil. Br., LOS, Gen. Proced.
file. . .
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As soon as plants began to approach complebion under the original
contracts, or sooner, most of the lessees began applying for changes
and additions. They discovered things that had been "overlocked" in
the original appendix; and in the early days, when so many manufacturers
were undertaking production of unfamiliar articles, many things had
indeed been overlooked both by contractors and processing officers,
Then they found they required air conditioning for their processes,
larger stock rooms, greater office space, another parking lot, a winterw
test hangar, a new water main, or new machine tools for special purposes.
A change in the design of the article to be made or an increase in the
monthly schedule was almost certain to bring reguests for new facilities,
It was most difficult to know what additions to allow and which to
disallew. Officers were wery hesitant to deny requests for additional
facilities if there was any likelihood whatever that denial would delay
production of articles badly needed in combat or even that delay might
plausibly be attributed to such denial. Some applicants were most
persvasive and importunate. Some gave Materiel Command the "rush act.t
Tney delayed sending in thelr applications until the last moment and
then urged haste because winter was coming on or production was being
held up. One one occasion, when the general superimtendent of a large
concern learned that an application was belng unfavorably considered ab
wright Field, he wired General Branshaw as follows: "Our request for
a building . « « has been turmed down.. . . If we are wrong in supposing

that you want us to meet 8L Program, we should be notified," 7 He got

47. lemo by Donald D, Davis, Chaivman, Facil, Can., WPB, 11 July 1944,
copy in Faeil. Br., KR0S, Gen. Corres, file,
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his buildiny. Phe bigger the company the more likely it was Lo get
its applications approved.

A special problem in the field of amendments to facilities contracts
was the practice of coming in for extra tools after "eut backs." Prime
conbractors whose schedules had been reduced would attempt to keep
their plants going full tilt nevertheless by bringing in work that
formerly had been subcontracted. They accordingly applied for special=~
purpeose machine tools for the new processes, The policy of Materiel
Command in such cases was to find new work to absorb the excess
capacity if possible but, at any rate, to insist that the proportion
of subcontracting remain the same. Additional machinery would be denied.
But the matter was hard to poliee.

There was, of course, even in a completed new plant a continwing
need for expenditures for capital items, For example, it might be
necessary to replace broken or worn-out machine parts, to alter the
arrangement of production lines, to move partitions, to replace broken
dishes and lost cutlery in the shop cafeterias. To have gone through
the whole processing procedure every time such a capital expenditure
becare nacessary would have been most tedious and time consuming for
all concerned. To obviate the necessity for doing so, the device was
hit upon of sebtling up & special "continuing-capital expenditures® fund

L3

for each of the larger projects.

48, The device seems to have been suggesied originally by representatives
of Douglas Aireraft and Curtiss-liright Corporation, and the essential
features were worked out by Col. P, Schneeberger, Chief, IPS, and
L, B, Wangh, Counsel of IPC., HNotes by Col. Schneeberger, 5 Nov, 1941
and 3 Feb., 1942: Col, Schneeberger to lraugh, 5 Feb, 1942, both in

Facil. Br., RCS, Ge. Proced. file.
I g
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After the device had been perfected, it was the practiece to set
up the fund by the usual processing procedure for a year at a time,

The amount was fixed by negotiations with the lessee and was a percentage
not over 5% of the previously approved total cost of the project.
Expenditures for items within the permitted classes might be approved
by the District Supervisor and the DPC Resident Zngineer without
reference to higher authority in case of DPC facilities or by the super-
visor alone in case of EPF or SF contracts., The fund might not be used
for any new structure costing more than 325,000 nor for camouflage, new
adeinistration buildings, or cafeterias, It might, however, be used
for alterations or expansions of such items. The fund was divided into
quarters for quarterly periods., An unexpended balance from one quarter
might be carried over into the next quarter year; but funds designated
for a later cuarter year might not be used in an aarlier.w On the
whole the device worked very satisfactorily.

Applicants for facilities, especially the bigger firms, whose
applications had been denied at Wright Field frequently appealed to
Washington. They were often successful. Cases have been noted in which
the reversal seems to have been against the clear weight of the evidence,
No doubt there were pressures or special considerations of policy ine
volved that do not appear in the record., Applicants sometimes told
district officers they might as well recommend approval, for "the skids
are all greaged" at Wright Field., They then told Wright Field officers
they might as well approve, for their projects had been given the "green

lightt' in E*;ashingt.on.ﬁo

49+ AAF Hat, Conmd, FOM No. 87-2, 8 KHarch 1944.
50. Stenographic report of WF Conference, 11;-]:3 dJane 1944, pe 33
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It may be remarked that approval of contractors! appl:ications for
reimbursement for expenditures even by auditors and contracting officers
did not guarantee repayment., Claims had still to run the gauntlet of
the General Accounting Office and would be disallowed if contrary to
law or regulations. For example, cosi-plus-g-percentage-ocf-cost contracts
were expressly forbidden by law. Architects had commonly charged lessees
a percentage, say 4%, of the amount of the facilities contract. Fre-
sumably that was allowable because the fixed sum fixed the fee. Iowever,
grchitectural firms had also claimed the ssme percentage on overrunse
That, in the event, could nob l.;e allowed, because, while again an
amendment to a facilities contract to take care of overruns could fix
the fee, the prospect of the added fee could have been responsible for
the overrun. Some lessees have let general construction contracts on a
cost=-plus-g-percentage basis. This would appear to have been a clesar
violation of the la.w.51 As another example, standard.IPC, EPF, and SF
contracts allowed the lessee a fixed fee (usually $1.00) and his actusl
expenses for constructing a facility but did not permit reimbursement
for any portion of his overhead., The question as to just what constitutes
cverhead is a nice one, It is very likely that, if and when the Gemeral
Accounting Office disallows claims, some concerns will appeal to the
Court of Claims and litigation will drag on for years.52

It perhaps goes without saying that, with such a strong demand for
government-financed facilities, occasional contractors or their over-

zealous agents might be tempted to hold out special inducements to get

51, Contract Sect., WF, ON Noe. 42-7%1, 18 March 1942, in ATSC Law Library.
52, Interview with Maj. R. L. Pastner, Asst. Chief, Facil., Office, RCS,
11 Nov. 1944, o e -
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their applications approved. Indeed instarces in which bribes were
both offered and taken have been reported in the public press. It is
not the intention of this study to attempt an estimate of the extent
of venality in connection with facilities procurement, only to suggest
that the demand for facilities was great enough to occasion some. It
is confidently believed that the number of cases of corruption in its
grosser forms was relatively small.

Perhaps much more common and more costly to the public purse have
been the more subtle and less heinous forms of corruption. Project
officers who kmew the ways of the world and wished to keep their judg-
ment clear had to be careful from whom they accepted favors. Section
and branch chiefs had to be aware of the off-duty habits of subordinates.
One project officer stated that he likedsteaks as well as anyone bub he
had to live with himself the rest of his life and M"eould not afford to
sell out for a juicy steak." Cne large concern, with a DPC plant far
from the down-town district, repaired an unused school building that had
been damaged by fire and fitted it up as a club for the officers on the
AAF Resident Representative's staff. There was no official intervention
although there may have been lifting of eyebrows. One company furnished
and decorated a couple of brick houses near its plant and rented them
at a "nominal® rental to officers of the Factory Representative's staff,
In this case all concerned seem to have been somewhat obtuse as to the
purpose or ab least the effect., Vhen it seemed desirable to move the
houses because they appeared to be flight hazards, the company protested,
A high executive called a high-ranking officer at jiright Field and told
him that the houses were rented to a couple of "your delightful

lieutenants" at & "nominal® figure and he did not want them disturbed.
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The high-ranking officer, in turn, called Washington and supported the
protest. He mentioned the occupancy of the houces, "which is swell for
us, and makes the officers convenient to the plant and everything else,t
The Distriet Supervisor also thought it was to "our interest! to have
the officers there.

One reason that Wright Field officials were disinclined to give
larger powers of independent action to locsl representatives was that
they too often acquired the "factory point of view," An explanation
which district and factory representatives gave for being liberal in
their recommendations and allewances was that fwe have to live with the
companies," Colonel Morisrty, when chief of Industrial Service Branch,
RCS, once suggested that it might be wise to limit Resident Representatives
to a one-year tour of duty in a plant and then move them on.53

Speaking by and large, putting the matter baldly, manufacturers
used all the methods customary in competitive business to secure the
facilities they desired. The fact that, under the DPC, EPF, and SF
plans of financing, the lessees constructed or scouired facilities as
agents of the government seems not to have affected general behavior
greatly. Facilities officers had to assume, and did assume, that it was
the contractors' job to get the best bargains from the government they
could and that it was there own job to protect the public interest as
best they could, employing methods imposed by Amy and Civil Service
standards. Maj. J. L. Bowling, then chief of the Facilities Unit, put
it thus: "If we don't lock out for the interests of the AAF budget,

nobody else will."sb' The major probably intendsd to cast no reflections,

53. ©Stenographic repoxrt of WF Conference of 1l-13 Jan., 1944, pe 36.

54, Transeript of telephone conversation with Oscar Sjoholm, EPD,
3 Karch 1943, in Fac, Br., RCS, Gen. Proced, file.
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In general the facilities project officers, all of whom had had business

experience, felt that businessmen in general dealbt with the government
in an honorable and creditable manner.
- Vateriel Command experience seems to indicate that there is no
advantage in putting facilities procurement offiecers in uniform and no
disadvantage per se., Scme of the best have been business men, production
engineers, and architects secured by the reserve-officer route., Some
of the best have been civiliang with similar training. The civilians
probably would have been in uniform if they could have met Army age and
physical standards. In general too great reliance on men in the military
service would have been undesirable, for, Army standards of age and
physique being what they are, there would have been considerable lowering
of the age and experience level., The principal qualifications for
procurenent officers in the facility field seem to be relisbility, acumen,
and business and producticn-engineering training and experience,

The men, whether in uniform or out, who lsbored awsy year after
year at the unspectacular task of procuring facilities, and not too many
facilities, and maintained their zeal and kept their records and consciences

clean degerve every praise,
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THE ¥EASURE OF ACHIEVZEXNT IN FACILITIES EXPANSION

If the money value of machinery and equipment utilized be taken
as the criterion, the aercnautical industry under ALT cognizance was
expanded by about 700% between September 1940 and the end of l%lp.l
If the ability of plants to turn out airplanes, measured by weight, in
a given time be taken as the criterion, the industry was expanded by
about 1,900%.% If the fighting power of the airplanes that the plants
could produce be taken as the basis of comparison, the percentage of
expangion was alwost astronomical, September 1940 is the date when the
government definitely began to expand defense industries. By that date
the aeronaubilcal industry had s;lready been expanded considerably over
its capacity as of September 1939, when war broke out in Europe.

But capacity at the end of 1944 is not the most significant figure.
The war was in its laber stages before all this expanded capacity was
availablc. XNore significant are the capacities available when planes
were needed for preparations, reinforcements, and replacements,

It is not proposed to discuss aircraft capacity in relation to

specific military requirements throughout the period. But it is believed

1. An estimate by the author. MNo way is lmown to determine the propor-
tion accurately if, as they should be, the value of the machinery
in converted plants and the pro rata value of machinery in plants
working only part time on aeronautical materiel be included.

2. Also an estimate insofar as percentages of capacity at which plants
were operated at the two dates are involved. Ileights are known with
reasonable degree of accuracy.

T - -a”
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the )simple table on the next pe;ge is very suggestive in this regard.
In reading the table it should be borne in mind that in September 1940
the industry was still meking many commerical airplanes and was operating
at about 607 of capacity. It was still operating at less thaan capacity
in Tovember 1941. By June 194 it was again operating at something
less than capacity. It should also be kept in mind that the life of a
tactical airplene is cuite limited, and therefore that the cumulative
totals in colwms 4 and 5 are not nunbers of airplanes available on the
dates indicated., The numbers given are for airplanes produced under
Army cognizance only, although the inclusion of alrplanes built under
Navy cognizance would not change the proportions significantl.y.3

The total weight of airplanes produced under AAF cognizance in
1943 was 126,1% greater than that of those produced in 1942, Both
years were years of war, and in bobth,the aircraft industry was operating
at capacity or very near it. The total weight of airplanes produced
in 1944 was 46.9% greater than that of 1943 and 232.1: greater then

that of 1942, but the industry did not operate at capacity in 19M.h

3+ Numbers are from Honthly Fastory Deliveries of Aircraft Actual from
[the period], and Estimated Future Deliveries, Arny Comizance Only,
prepared by Mat. Comd., Uffice of the Comptroller (the title has
varied slightly from time to time, and the office preparing the
report has also varied.); Daily Report of Afrcraft Acceptances and
Deliveries, prepared by AT3C, Statistical Control Office; Aircrafti
Acceptances, Factory Deliveries, and Departures from the U.S. by
Type, Model and Recipient Country « « o for Period January, 1941-
December, 1943, Inclusive, prepared by Analysis and Flanning, Air-
craft Delivery Unit, Statistical Control Office, Mat. Comd,

b ‘u&.’eigh‘h§ supplied by Statistical Control Office, ATS5C. See app. 5

chart}.
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During the caiendar years from 1940 to 1944 authorizations were
made of expenditures for facilities under AAF cognizance as indicated
in Table 2. Only direct financing ds included, If certificates of
necessity under the tax-smortization plan were also included, percentages
would be a little higher for 1942, 1943,%and 1944 and correspondingly
lower for 1940 and 1941,°

Year Amount Authorized Per cent of Total
to be Expended for the Five Years

1940 cee  ¥L51,298,472 veienveccrcrenress  had
1941 cew 629,999,116 cereeeenneeecensss 2043
1942 see 1,665,972,00k veveovenreanannees 5348
1943 wee 426,360,787 seevereereereesees 13,8
194 see 222,504,289 seeeecevessecnssas  To2

It will be noted from the table that well over half the authoriza=

tions were made in 1942 -~ after we entered the war. Nost of those made

5« Amounts derived from AAF Industrial Facilities Expansion, Status,
Progress, and Perfommance, monthly, prepared by h(S; a monthly
sumary of the report named, also prepared by RCS; and, for the
earlier period, a "Report of the transactions of the Faecilities
Branch, Procurement Division, Wright Field, from the beginning of
the existence of such Branch to May 1, 194", copy in ATSC Historieal
Office. Also see the chart following p. 113.
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in that year were made, however, in the f£irst few months. In some cases
construction started before formal authorization., In fact many of the
authorizations were for "hail-outs! and "overruns," If figures for
cortificates of necessity were included, the table would distort the
pleture of inception of projects stili more unfavorably. But in the
majority of cases authorization preceded the beginning of construction
or conversion. And once construction or conversion was begun, it took
time to get the plants into full operation. The lag ranged up to three
and one-<half years. The majority of our war plants making materiel for
the AAF got into operation in 1943, especially in the latter half of
1943,

From the moment a facilities contract was signed or a letiter of
intent executed, it took on the average over 31 months to build a new
airplane assembly plant and bring it to full production.6 That is a
long time in war. It Took on the average 18 months to build the plant,
equip it, and turn out the first acceptable plane, It took on the
average eight months more Lo bring it up to ons-half a full schedule,
It then took from five to six months more Lo bring it up to full

production,

6. This statement and similar statements which are made in several
succeeding pages are based on data derived from several socurces.
The most useful are: the publications cited in footnote 5, for dates
of facilities contracts; the publications cited in footnote 3, for
delivery rates by factories; and files of Facilities Branch, LCS,
WF, under names of individuzl concerns and factories. In a number
of cases beginning dates for calculations of elapsed times have been
used which were earlier than dates of facilities contracts or letters
of intent. Tae object has been to calculate from the dates when the
companies gol their go-shead signals. It has been unfortunately
necegsary to disregard the preceding period of preliminary negotia-
tions because of indefiniteness.

5
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Elapsed time varied, It took longer in case of plants designed
to build big or especially complicated airplanes than in case of plants
designed to make smaller or less complicated craft. The B-29 plants
reouired about 40 months each; but "bugs® in the plane contributed to
stretching out the time. The big (=54 plant in Chicago recuired nearly
three years to get on full schedule., 3Bub it took only about two years
en the average to build plants which were designed to make fighter
ajrplanes and get them fully into operation,

The time reguired varied with the management. In fact a very few
concerns were so slow in getiing into productiop that their contracts
were canceled before they had reached anything like their anticipated
schedules, although the fault may nob have lain entirely with management.
‘Yheir projects. have been omitted from the tabulations on which the
averages given here are based. Viith these omissions, the range in tine
that may be atiribubed to differences in management was only a few
months at most,.

The time recuired to get a new assembly plant into opsration varied
with the state or stage of the designing of the plane. In peneral it
tock a few months longer where tooling had to be begun before the design
was reasonably well established. It took a few months less to get a
second new plant into operation for making a psrticular model than it
did for the first. Dlapsed time was a little less for plants begun
Jater in the period than for those begun earlier, orineipally, perhaps,
because of the easing of the machine-tcols sibuation in 1943. But
with all circumstances favorable —- management, location, design,
former experience, tools supply -~ it was possible to ¢lip off more

than two or three months from the average.
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On the average during the emergency period it reguired about 21
monbhs to expand & plant already producing a given model of plane and
get it up to its proper cenlarged schedule. But the average should not
be taken too seriously, for the time depended a great deal on the scale
of the expansion, In general the saving was made in the earlier stage
of the process, It took about as long to get into full production
after the firet increase in output resulting from the expansion began
to show as it took in entirely new planis to get on full schedunle after
the first acceptable plane came off the assembly line, The principal
explanation of this fact is that in both cases there was the same
problem of recruiting and training the necessary workers and supervisors,
I+ has taken on the average about 28 months in a eompleted and
operabing plant to make a change-over from cne plane to another of a
quite different model and to get into full production on the new plane,
for example, to shift from the AT~6 to the P-51. This average is based
on & relatively small number of cases —- six, The average time between
the first accepted plane and a satisfactory schedule was the same as
in the case of new plants going into production, However, it was
possible in the six cases studied to taper off the production of the
first plane, as the change-over was effected, in such a manner as to
intexrupt the full production of the plant, on the one model or the
other, for enly four or five months on the average. Thus, if the model
originally produced was not obsolete during the period of change-over
~~ that is, if its production was not continued only to fulfill a
contract and to keep the workers from dispersing —- the loss in produc-
tion by reason of a change-over was relatively small., In case it should

not have been considered worthwhile to continue the production of the
S f;'-‘"" }
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older model while tooling up for the newer, no doubt the process conld
have been speeded up considerably. There were no clear-cut instances
of this character,

From the time the facilities contract was signed or a letter of
intent executed, it took on the average 23 months to build and equip a
new airplane~engine factory and get it into full operation. That,
agein, is a long time in war. It took about 14 months from "green grasst
to the first accepted engine and about nine months more to get up to
the schedules properly expected. As in case of airframe factories, the
time varied with the type of engine the plant was designed to make, the
gize of the plant, the management, and other circumstances and conditions.
It took 33 months to build the enormous Dodge Chicego factory and get
it into full production. The production engi.nee;'ing difficulties for
the B=3350 engine (for B-29's and cther aireraft) were very great,
Cmitting this exceptional case, the range of elapsed time for new
engine plants was from 20 to 24 months. The average time for new
engine plants, it will be noted, has been about eight months shorter
than the average time for new assembly plaunts., This was contrary to
earlier expectations.

During the war it took about as long to convert an automotive
engine factory and get it into full operation making airplane engines
ag it did to build a new plant and bring it up to its proper schedule,
The explanation lies in the faet that it took as long to build the
special-purpose machinery as it did to build the factory, and the factory
could be built while waiting for the machinery.

However, considering all items of AAP materiel, it normally required

congiderably less tire to convert plants than to construct new ones,

it Y
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The saving depended principally upon the sorts of machine tcols required
and the extent to which those of the plants undergoing conversion could
be utilized.

Wthether by the process of new construction or by conversion, it
took time to get our war plants into operation. The time was extended
somewhat by the machine-tools and other bottlenecks. In retrospect,
however, most men of business judgment seem to have been surprised and
gratified by the speed with which industrial mobilization was accom—

plished, once it was undertaken in earnest.

Experience during the emergency has not entirely settled the
question, much debated earlier, of the wisdom of relying on automotive
companies to go over into the meanufacture of airframes during war,

Such companies certsinly built all sorts of subassemblies with great
success. The Ford Motor Company is the only automotive company, how=
ever, that undertook to make complete airplanes and did it successiully,
in quantity,

Tt took the Ford Hotor Company 18 months from the time it chose
the site at Lillow RBun to produse its first accepted 8-24, It took 38
montihs to achieve full schedule. Three aeronautical companies got
plants for assembling B-24's into full operation in 25, 31, and 32
months, respectively.7 The Ford lotor Company had the advaniage of
being nearer centers of the machine-tools indusiry. It was located in
an area having a larger proportion of labor skilled in mechanical trades,

It had a highly capable menagerial and engineering staff. On the other

7. North American Aviation, Dallas, Consolidated~Vultee, Fort iorth
(govermment~built plant), Douglas hircraft, Tulsa (government-built
t) . ) N
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hand Ford experienced extraordinary difficuliy in recruiting and
maintaining an adequate labor force, because of the unfortunate loca-
. tion of the plant so far from adequate housing. It had to move much

of the machinery that had once been installed in Willow Run to Detroit
and elsewhere because of inability to £ind workers to operate ;.t at
Willow Run. Ford undertook to make more of the airplane in the plant
(to do less subcontracting) than did the other contractors. Its
schedule was stepped up several times, requiring alterations in the
assembly lines. (onsolidated-Vultee, which operated one of the new
plants that made B-24's, had had earlier experience in makiag airplanes
of this model. Cn one occasion a Ford offieial in explaining his
company's delays "said that Consolidated had years of experience and
experienced pe&rsamua}..“8

Time is not the only element on which to base comparison. Event-
nally the Ford Hotor Company had the lowest ratioc of direct man-hours
per pound of airplane of all the companies making a:i.:r-f::'axmas.9 Furbher-
more, Willow Run was never used to full capacity after the bulk of the
engineering difficulties had been overcome, This does not necessarily
mean that Ford produced most economically of all. It had more expensive
labor-saving machinery. Ford had hoped to introduce the guantity
production methods of the aubomobile industry into the airecraft industry.

It succeeded in doing so to a greater extent than any other company but

8, Report of Col. G. 3. Strong, Internal Security Officer, CPD, to G,
Mat, Cen., att. Tech, Exec., 13 Feb. 1943, in Facil. Br., K0S, Ford-
Tpsilanti Gorres.
) . 9. Adrcraft Frogram Progress Heport, monthly, prepared by Office of the
Comptroller Ela.ter Yanagement Control, Statistical Control Office);
Lstimated Operating Ratios in the Airplane Industry, monthly,
prepared by sane office. LSt g
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not to the extent it hoped. The aeronautical companies with far larger
orders than formerly also were able to ubllize guantity methods to a
greater extent than before, At least the Ford experience proves that
auboobive companies can go ever into the production of airplanes and
in a reasonable length of time . produce them snccessfully.m

Of the government expenditures for facilitlies under AAF cognizance,
1940-1944, about 61% was for machinery and eguipment, 357 for constructing
and altering buildings, and 4% for land, land improvements, and
miscellaneons itans.ll Machine tools were the big item and the first
bottleneck,

Of the floor area utilized during the war for production of ALF
materiel, 61.5% was provided by construction, either of new plants or
of extensions of old ones, and 338.5% was provided by conversion of
buildings previously carec'l-.ed..12 It does not necessarily follow, however,
that the amount of production was greater in the new structures,

The facilities employed at the end of 1944 in making AAF materiel
were approximately 558 government owned, 45% privately oweds ™

It cost the government on the average about three times as much

per square foot in initial capital ountlay to construct and equip new

10. Statementsin regard to Ford's record are based on voluminous Ford-
Ypsilanti correspondence filed in Faeil, Br., RC3, UF, and inter-
views of projeot officers in Faeil. Br.,

11. Careful esbinate derived from figures broken down in a somewhat
different way in AAF Industrisl Faeilities Expansions, Status,
Progress, and Performance, monthly, prepared by RCS.

12, Ibid, Proportions cover only facilities directly financed in whole
or in part. Proportions for facilities privately financed under
tax-amortization plan are believed to have been not greatly different.

13. Careful estinate by an intricate process. It is believed that the
precise proportions can never be determined.

b ﬁb
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plants as it did to convert old ones for the same purpose, The
ratiog varied greatly, though, with the items to be manufactured,
The comparative costs fo the govermment in the long run of employing
new facilities and of amploying old cannot now be determined. Perhaps
they never can be, There are too many factors involved, These factors
include what the government will receive for its war plants when it
sells them, what it shall have received as rent for their use, what it
shall have paid (in the form of higher prices) for the use of privately
owned plants, what it shall have recovered in texes from contractors
in the two classes of plants, and the comparative prices paid for the
products of plants of the two classes. And, after all, cost may be a
matter of minor importance in an emergency as compared with time.

Some effort was made by procurement authorities in expanding
facilities to distribute them equitably smong re-ions and localities,
However, this effort was concerned with war plants as a whole, not by
categories, Table 3 shows the distribution by standard regions of
direct government financing of AAF-sponsored aeronautical facilities as
compared with the prewar distribution of the aireraft industry and of

15

manufacturing in general. If finaneing under the tax-amortization

plan were included, the Pacific region would make a somewhat better

14, ZEstimate derived from figures in AAF Industrial Facilities Expan~
stions, Status, Frogress, and Performance,

15, Column 1 coupubed from AAF Industrial Facilities IExpansions, Status,
Progress, and Performance; column 2 from Statistical Abstract of
the U.S8., 1943, p. 801l; column 3 estimated from tables in Sixteenth
Censug of the U.S., 1940, Manufactures 1939, ITI (figures for
several states are withheld from the ta.blesj.
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showing in eolumn 1. If financing under Navy auspices were included,

the percentages in columi 1 would be changed considerably.

TABLE
(L (2) (3)

Region Authorized Costs Value Added Humber of

of AAF-sponsored by Fanufaciur- Zmployees in

Facilities, 1940-  ing in 1939, 1939, Percentage

1944, Percentage all branches, of Total, dstimate

of Total Percentage of

Total

Tast He 5501 33.5 600
Central
Middle 21,0 2908 1909
Atlantie
West S. T4 3.3 0.0
Central
hest d. 5.3 5.5 3.1
Central
Pacific 3.8 6.5 39.4
South 3,8 9.1 12.8
Ablantic
East 1.7 3.4 0.0
Central
New England 1.4 9.8 12.8
Yountain 0. 5 1.1 0.0

Whether the war made any permanent change in the geographical
distribution of the aeronautical industry remains to be seen, Most of
the plants will have to be used for other purposes after tl;e war, Some,

- . particularly government-built plants in the West South Central and West
Horth Central, will no doubt be retained by the government as stand-by

plants. It may be that the factors which determined the distribution

e T Ty
L T e o eciinag,

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958

AAFHS-40 Y 232

of the industry before the war will reassert themselves after its
close,

The wLobal authorigzationa for AAF-sponsored aeronautical facilities
with direct government financing amounted to §3,096,134,668 to the end
of 1914#.16 Certificates of necessity were recommended to the amount of
$648,858 446,77 If we assume that eventually expenditures shall have
equalled the authorizations — o safe assumption at the time of this
wribing -~ and that the government shall have borme 70% of the cost
under the tax-amortization plan, then the government eventually shall
have expended over i$3,550,000,000 for aeronautical facilities sponsored
by the AAF and authorized by 1 January 1945. This is a sizable sum.

But the sum is small {(and part of it will be recovered) in comparison
with the amount that shall have been expended for aircraft under supplies
contracts, As of 1 January 1945, the government had spent and committed
itself to spend over .43,862,559,000 for aireraft and accessories under

ALP contracts and ccm:m:ii'.merrl:.:s.]'8 The final total may be much greater.

16. AAF Industrial Facilities Expansions, Status, Progress, and
Performance.

17. Total supplied by C, C. Grimmett, Chief, Certif, Unit, aCS,

18, #"status of Expenditure Program, Fiscal Year 1941, as of 30 June
1943, prepared by the cudget and Fiscal Office, Lat. Comd., for
insertion in History of the Lateriel Command, 1943, app. 1; "Status
of lxpenditure Frogram, Fiscal Years 1942, 1943, and 1944 as of
30 sepbember 1944 ," prepared by same office, ATSC; “Status of
rxpenditure Program, Fiscal Year 1945 as o:r 31 December 1944," same

office . .
» et T Wﬁ » D
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{Jourcss espesivlly usoful are indiecied by actorisis.)

Officisl Fublicstions snd Documents of thoe
. PedOTel OVCTIICHGs LACODGLI" BIE AWy il LOroeS

* Gode of Fodercl Resulations of bho United Ssabes of fmerice and
‘Jupple:,.:anu.

Iniispsnsoable for IZoewtive Crdors cnd for cudninistrative
orlors of wv-ricus deperlmonts :ad bureans.

Dorortrent of Lfoor, Iulletin 1o, BODJ, Lartimog mv&lomcnt ol
thn Aireredft Indushry, 110V. 1044. Jrropvrcd ¥ The Uive of Cou-
struetion and Jublic Jnployment.

Federol Toicbor.

Useful to supplament the Code of Feder:l Fesul: Sions.

Fetionel Resources Plomuing Tocrd, Industriol Leetlion, Eremner,
Telvin te., Fost-.or Froblews of the fireraft Induciry, fus. 1943, 2
rolinizory roport.

® Jenebe cyorks, 77 Con~e, noe« &0, pbse 1-143 75 Conites noe 10, pts. 1-19,

Verious reporks of Gtho Jpscirl iommitbee (Trummn) Inveoblelin: the
Totiom 1 pulense tro ;re.L..

Sizteonth Crmous ol the Tnited Jtebes, 1040, lrnulscburcs, 1969, IIL.

Shotistlierl Mhabroet of the united Stekon, 1043,

Tnited Stetes Code, 1040 edibion smd surplemorts 1 (1u4l), 2 (1242), and
(15787

United chutes Stetubes at Lirno.

wWor Fredoebion Iecrd, firesrafi iromch, fireraft Toport(s), commonlic Imowmn
£s thie ‘Serics Feporks,™ (e)

Those reports were issued ¢ irrealer dotes be-irmirs in 1940 (b

T'Iu)e They are nurbured in frsbic nuorals for senmerel subject cond lor

. . lobtors for semucact, amd hrere verioas LIbles: Sefey 504 15-1, 10 Jlrch
1042, Jirplene roufeoturing Capeedty Toscd oa reelory: [rocs.
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Publications of LHa‘.{.;;"rE £ Iznﬂcfl cervice Commrand

Fnd its Predecegsors

Reeurrin; Reports

avrontaticsl Tonthly Fro-ress Leport I'os 3~~Troubls Chart.
Tropsred Wy Gfficc of the Conpbtroller, Itb. Comde, .

sreraft Frosrem Frowroas Repord. Donmbhly. Prepared by 5CO0,
ot Gomd-, .

Tspecinlly useful for lubor utilizebion. Lhis report
wes sugerscdes by labor Stabtisvics for bho Alreralt
Industry, listed helcw.

AT Lirereft Frocurement Frofrexs, Fiseal Ysor Funds (Years),
Humber of Airorels on Frosran, on fpproved Formel Contrecth,
on fmnrovul Lettor Contract s On . AF.Fo or Unapproved Letter
Uonhract, on C.T.Ts Relecses, ’.’o Frocurenont [ stion, snd
Thurber Accupted tg Datoe I.on-‘unly. Fropered by ECS, TiFe

LT Industrial Fecilities Expunsions by Typo of Finencin=.
Tonthly. FPFreparcd by FC3, L.

i sumngry of the noxt listed publieation.

* AAF Industricl Peeilitices Expensions, Stabus, Frovrecs, and
Prei’omnee. ilonthly. Prepereod b LO3.

Todispensable for this study.

Deily Digest of Lircreft Accepterces wund folivories Compered with
JAC ond ATSC Schedulcse Frepored by 5C0.

Useful o supnlerent the monthly reports listed below.

Deily Heport of fireraft feceptonces cnd Doliveries. FPrepsred
by SC0.

%* Lobor 3batistics for the Alreraft Indusbre Ilonthly. Fropared
by Imupower Office, nnazement Control.

Superseded by rircreft Prosras Frotress Tepord, lisbted sbove,
July, 1044,

T'onthly Dizest of receptoness by Feellity end Type of Adrplene.
Frepared by 5C0.
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* Tonthly Probory Teliverlies # Zarerata,! sctur 1l {(dcte) to Tabe,
ard Lobimotod Fature Doliverics, friy Cornizopee (nlve Fropared
by Prod. Conbrol Ur., irod. Leste, srocur. Dive

Titlc end preporia; unlbd hove varied.

Quercbin~ etios in tho Airplenco industry. Nonthlye frepared by
' GiTice of tn- Cozpbroller, "rb. Cord., I

Supplerents Alrercyt frosras Ironress Report ¢nd Lebor
Stabisties for the Alrereft Iudustry, listed above.

Status of Experdiburoc Fro e funds for Fxpeditin- Prograr, Tigenl
Yoor (or Yeers)--e Jouthlye. cropared by Budset snd Fiseal Offices

Tobe: The ATOC Tizboriesl Cffice hos rn inccrplebe bub quﬁ'be
adeauste col 1ec’w.on of the Loeurrin~ Fublles.ions listed cbove
end wlso of the Gocasional Fubliertions listed bolow.

Oeessionel Fublientions

* Mreroft Jocopbences, Probory Deliveries, snd .opartures frono
UeSe b" TvEes lledel end Seoinient Counbry Rrsed o Contrechs
otive ¢ £s of Jenusry 1, 1941 {Ixecludin~ Direct avz Tavy Lend
Iccoo end Comr::crcml) for reriod denucry, 1o4l = Decerber, 1uls
Mmolusive. Ireprrcd by ot Coride, w0

% AVP Gombrech Temdbooks Frepercd by tho Judse fdvocate, et. Cond.,
2 vols. (Fevised dition), 16 July 1945.

Muis cdibior is mors useful than lober editicns bectuse it
contains more eitations of opinicns md eorrespondcnce
illussrecine dovolorment of polier and procedurce Scction
800 is ecpeeielly usefal.

A'F Tepresenbotives omuel, 1 Junuery 12°4.  IFrepered with ths
coopersbion of the Districl wuyomsor«‘: by Techmcal Infor ablon
Br., Technic:l Dabta Leborstory, Lo le., 5% PR o) 11

» Gounfercree Held cb Trishb Pleld 11, 12, 1% Jonuery 1344 between

Eepresentotlves of yoovroment Disbricts (nd versourel ol [ eteriel
Commend Mo: Fpoiliticse

2 stono~rrohic roporde Cory in f236 Historicsl Cffics.

freevreent Division, 4700, Zromuel Roport, 1844,

. . * Pyropscobions of tle Freilitics ®reneh, rrooure ont Dlvision,
uricht Tield, fror. Ghe Re-innin~ ol the Ixisberce of such vrench 40
Tay 1, 1945,
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Yory usciul in esteblishin-~ dcbes wud emounts of freilities
conbrects nd recowmendebiors fer cortificeter of necocssiby

Jir Technical Service Comond, lright Pleld TMiles

. Tiles of sdjutant Sernsralts Office, Tublicabions Deebion

This brench hoo cowplebe files of atoriel Division, Isterisl
Cenbeor, llaberiel Commend, end Alr Technical Service Command
G0ts, Ciits, FU't*s, Circulers, Motices, etc., These are

esgenbicl for trociny development of orpenizations and functions.

Centrel Files
004.06, Lobor, subhecdings: Reguiremonbs, Stotistles, Dbilizobion
* J2le8, Crmrnization, subhesdinzs: Adrereft ~cheduliny Unit;
Trdustrial Plenving Section; Produchion Gontrel 3echions Fro-
curcment Division; Froduction Division; Seheduline :nd Prioritics
Tnit

%60.,01/817 Policy, Critienl Shorte~c Reports

Uasoful for opercbicns of L30.

¥ 581, llobilizetion Flens

(<3}

58144, Shadouwr eetories -
£82.1, firplencs, denorsl, Yodification
478.5, Gun Turrets

Contreet Piles

Jrreosed by eoncract marberc. Useful for trecin- ro-obiations
reloting o peenlisr provisions of individucl feeilitiecs contrecis.

Files of /ISC Historicel Cffice

D.ily Disrles (mctbivity reporbs) ol Iiesourccs Division, ﬂs/hs, V1D
(aftor 19 July 1944, :”3), 31 rerch 1943 to 51 Cobchar 1544

ierofilu copve. Criginsl copy in AAT Historical Office,
washin-ton,.

. . ¥ Lyon Project Necerd Pools (cited rs Lyon)e.
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Zderofiln copy. These reeords srce 119 "bogis" or files of
documcnty on the sebivitics of the Latesriel Dvision ss-
sembled by Col. e Je Iyon vhile ho wos Dxzoubkive in the
. . OfFice of the Chief of the .'storiel Division, .oshin-ton.
The lest volumc Is & teble of combembts ror procedin-
volumes. The documents oro espocislly nuwnerous for 1940
and ths first holf of 1941l. The ori-~inel collecbion with
o Powv books missing is filed in /0/53, 15, .ashinsbon.
The moot ucoful "books" for this study vore los. 104, 100,
22, 22;!.’ 57’ 41, 42, 42B, 4231, &nd 48!
Files of Nusoureces Control Seetion Procurement Division
Qffice of the Chiefl, Fescurecs fontrol Scedion
300e5, Cireulars
30049, Functions of IFS (Previous Years)
Industriel Wer Plons Circulers

These files ore slendor but are wolueble, espocially
Tor =Der plamning.

Puellitics Erunch
* Generwul Correspondenco
Ecally & policy file.
* General Frocoedure

ilso eonbains much informction on orpenizstion wnd
policy.

* Proccssing Frocedurs
Contoins much morc then processin- procedurs.
* Nanufecturers! files

Lrrenged by company end projsct. These files are Tery
voluminows but arc irdispenssblc for sprcifiic projectc.

Certificentions Tnit
¥ Frocooure
. . This is ¢ pollcy file ez 1ell.
= Maymfeoturers! £iles

Lrrensed by company wxd projech.
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trpufocturing "etheds Branoh

31841, . omorandws Loports (of visits to plonts)

4£11.1, Pacilities

ATP file
lzoful for nobabicns racomiendinn 509rcoss
Tiis branch hes kept its files {rom the cire of ibs
orjenization ac Froduction Conbrol Zrenchk, Fid, in June
1839, Ther arc espocizlly valusble for the goriod

before Pesrl Hsrbor, when the branch wes the prineipcl
etensy Yoy finding now sources of produchion.

Jir Teechnienl Sorvice Comrend, Tectorn District Files

Elgtoricel nffica

Ihis office has colleched md procervod inporint doows:nts trom
the old Industriel Fleonin: Officc [iles.

Pacilitics Branch, Files of former Cupasities Lronch
2%, Orponizocion of ‘ir Corps Gnits

537, Conforoncas: Defense Frednehkion Clindes

A0F Tozdquorters, ..oshin~bon, Tiles

GfTice, Dopuby L0/13, T8
Foeilities
Lovett

Comtoins correspondence rolating to tho osteblishmend cnd
funationing of LIP3 ovd FLCO.

Fecllitics Drenmch, Lesources Division, JG/83, 7.5
Army=Tevy imitlons Tonrd
Tigbor:
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Gas only, r joint AAF=LED investioction of the relotlons
of IF; rnd [Ilu.

. . onafesturers! Miles

Lrrcnged B oconneny cnd projoet.  Verw useful Lo supple-
=

mont girdlorly sxrenced Milos in Tuollities Brenmch, 203, WD.
Tebional Rosouress Plaming Joard
(ffico Produetioa Tina-ser ol
« ffoliey
sohedulior Unit
Victory Prozrom

« oy Frcduction Foord

Historiecal lonoroghs

AP IHohoricol Studics: Tioe 11, Distrilution of ‘dr i'nteriel bto tho
21lies, 1030-1347, Controls, Troccdures, Folieies, Fropored by AC/AD,
Intellimenco, Iistoriesl Division, July 1044,

A Fichoricel 3todico: Io. 22, Terislation Rolotins to tho AT
Tetericl Irogrim, 1050-1044, Fropoecd by .£/03, Inbelligenco, .
Micteriecl Diviaion, Vov. luad,

Higtory of the ‘AF I'nboriel Cormurmd, 1043. Propared by AT3C Historieal
Cffice, July 104l

Eistory of tho Army JSdr Foroes ‘nberiel Comond 1923 throu-n 1041,
Frepored by T30 Fistorical CILfice, Jov. 1043,

"Hebory of ths Poabeeek irercft Corvorntlion, Doelcad, Tloridea." Ire-
pered by LTO0 disuorierl Cffice, 1044,

“Tight Ixtcls ond Qcher Criticel firerart lioberials: the Pertieipation
of the AP I"tteriel Cormend in the Ixptrsion of Teaeilaztie., Froduetion
Control, Dovelopmont, wnd Corservetion of Light !'stals enmd (bher Critierl
Areraft ratericls durinr the I'abiloncl Tmerency." Frepered by AIEC
llistoricel Cffiecs, fu~ust 1944,
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Auboriobile Irnufacburers fosocicbion, g;residant's Lofense Lulletin,
Tose 1=64 17 Cobe~5 llove 1940 Coples in INstoricel Offico, .TEC.

Jutomeblle enufretureors ficsccietion, 4 Resolubion Offering Automotive
Industry- Foeilitios « o o Adopled at a leebiny in lew York City,
October 1o, 1940. Copy in Historierl 0Office, ATEC.

Gallico, Paul, "ouick end Dirdy,® 3eburdsy Evenin- Fost, € Cob. 1943,
Ppe 9 e Tealo vith modificetion cenbers.

+ Klagsbrunn, Hans ., "Some speets of .ar Plant Financing,”
fmericen Tecnomic Review, ZZXIII, no. 1, pb. 2, sup., 118-27 (I'arch 1943).

Ielauzhlin, Glemn L., ".ertime Tzpemsior in Irdustricl Cronecities,®
fmorioen Feoremic Noview, XMXITI, no. L, pb. 2, sup., 108-18 (March 1943).

“Tationel Defonse: <the Sinews," Forture, XIII, ppe. 52 £f. (Nct. 1940),

Tetioral Research Council Cormittce on Alrcraft I roducticn, Factors which
Affect Tuncrecscd Iroduction crd Uait Costs of Vilitery Airereit, Engires
and lceessories, July 1940 (pemphlet).

Rose, Iere A., "Dotroit: Iillion lm Arscnal," Recdert!s Dijesh, I'ay
1942, pp. 13«18 (cordenscd fre. Porbes Linzazine)s

Scholm, Lt. Allan Re, *Suporfortress ledification," Alr Fews, June 1945,
PP! 4..‘5"‘4:6.

“Tho Var Gees %o lire Jesse Jones," Fortune, Dace 1941, ppe 90 f£F.

Virdsht, Theodore P., "50,000 Plenes & Years. How lmchi How Longi™,
Aviation, July 1240, po. 3¢ L1,
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Appendix 1

walk DEPARTLENT
OFFICE QOF THE CHIZF CF THE AIR CORPS
wASHTAGTON

Revised Yemorandun as Approved by
The Assistant Secretary of ..ar on
December 5, 1940

The Advisory Commission to the Council of Hauvional Defense
has approved four plans for financing the expansion of industrial
plant facilities reouired by the Joint Army-ilavy Aircra:t Procure-
ment Program. Of these, Flan 1 calls for absolute Government own-
ership and Plan III calls for absolute private ownership. This
memorandum deals only with Plans II and IV, which seek to combine
Government financing of expansion of industrial plant facilities
under Plans II and IV are being made to the Viar Department, the Ad-
visory Commission of the Council of National Defense, and the Recon~
struction Finance Qorporation. It is believed to be essential that
the departments concerned agree upon & definite method of handling
such applications., The establishment of the following procedure by
the departments concerned is therefore recommendeds

1. All applicants shall be referred to the Office of
the Assistant Chief, Materiel Division, uright Field,
Paybton, Ohio.

2+ The Office of bhe Assistant Chief, Materiel Division,
wright Field, shall obtain from the applicant the
information upon the bagis of which a report can be
prepared covering the following items:

a, Nanmne of applicant.

b. Amount of proposed expansion in scuare feet,
with location of expanded facilities or new
plant,

¢, Contemplabed waxinum capacity.
d. Labor reouirements.
€. Power, transportation, wabter, and fuel recuirements.

£, Ixteat to which the proposed expansion should be
approved in principle as pecessary and appropriate
to the Joint Army and i.avy Frocurement Progran.

4 ks b g
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In this connection the following factors, among
others, should be considered:

(1) Subcontractors should ordinarily be used to the
. . maximum before expansion will be considered,

(2) If existbing facilities are insufficient to achieve
delivery schedules, resort may be had, where lawful,
- to splitting awards, and where the proprietary nature
of the article makes one manufacturer the sole source
of supply an effort should be made to arrange for
licenses to dher manufacturers.

(3) ¥ew plant facilities shall, where practicable, be
located within the strategic area.

(k) The extent of the necessity of the proposed expansion
in the case of applicants who are prime centractors
with the Government shall be determined on the basis
of supply contracts with the Government existing, in
process of negotiation and in reasonable progpect.

(5) The extent of necessity of the proposed expansion
shall, in the case of applicants who are subcontract-
ors, be determined on the basis of supply contracts
with prime contractors with the Government, which are
actually in existence or under negotiation, or as to
which a written statement of intention to negotiate
signed by the prime contractor is iurnishel,

(6) The expansion should be analyzed on the basis of in-
dices establisned by the Advisory Commission to the
Council of National Defense to debermine whether they
are appropriate to the production requirements and
whether the productive capacity of the expanded facil-
ities in relation to the cost will be normal for the
industry.

g+ The extent to which the applicant will be reimbursed in
whole, or in part, for the cost of the proposed expansion
of facilities under supnly contracts with the Gover-ment
or with prime contractors who have supply contracts with
the Government, It should be noted that all such reim-
bursement, except normal depreciation, where necessary, in
order to equalize competitive conditions, and except rental
actually paid to the Defense Plant Corporation should be
eliminated from supply contracis with the Government,

h. The exteat to which the proposed expansion of facilities

) . will ke used $o fill orders which are nobt regelved from
the Goverament or from prime contractors with the Covern-

ment. o
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The plan of finaneing recommended. In this coanection
the following factors should be considered:

(1)

(2)

4 ,f‘li
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~here the proposed expansion is in its entirely
necessary {or the fulfillment of supply contracts
with the Governueat {(existing, under negotiation,

or in prospect) and the applicant desires to have
the Goverament finunce the expansion, either an
wmergency Plant Faeilities Coatract (Flan II), or

a lease of facilities from Defense Plant Corporation
(Plan IV), is approvriate and the applicant should
be rermitted to take his cholce, provided that the
proposed expansion involves no building construction
on land with which the applicant cannot reasonably be
reguired to part. If the conditions set forth in the
above proviso do not exisv, then ordinarily Flan IT
alone is available,

Where sunplies are purchased on a competitive basis
and the expansion of the applicant's facilities is
required, ordinarily if Flan II is employed the
applicant should be required to accept reimbursement
subject to the deduction of normal depreciation on
the plant facilities involved or, if feasible, pay
an ecuivalent rental, or if Plan IV is employed, he
should be required to pay an eguivalent rental, %o the
end that the applicant should not receive an unfair
advantage over his eompetitors who are obliged to
include such depreciation in their costs.

It should be noted that the Government cannot ordinarily
be called upon to pay for plant expansion recuired to
enable the applicant to perform existing Sunply Contracts
where those contracts do not expressly recognize the
necessibty for such expansion, In general, an applicant
who has agreed without qualification to furnish supplies
for a specified priee, at a specified tiue, is in no
position thereafter to seek reimbursement for plant
expansion, or to have his pl.nt expansion handled by
Defense FPlant Corporation unless some sodification

of his contract obligations is coateaplated.

unere the proposed expansion is only in part necessary
for the fullillment of sSupply Contracts with the
Governuent (existing, in process of negotiation, or
in prospect) and no ouestion of subcontracting is
involved, Plan IV may be preferable for the reason
that the rental provisioas of the lease can be adjuste
ed s0 ag to require the appiicant to pay for the pro=-
portionate part of the proposed expansion which is not
regquired for purposes of National Defense, If Plan IV

-
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is not available hecause of the location of the anew
facilities, Plan IT may be employed, provided that
special provision is made for the payment of a propor-
tionate amount to be deuucted from the Goverament .e-
imbursement for Plant Costs, Attentlion is called to the
last two paragraphs of (1) above, which are egually
anpplicable here.

{3) .here the proposed facilities are to be used in part
for the fulfillueat of Supply Contracts with the
Government, and in vart for the fulfillment of contracts
with other contractors having prime contracits with the
Government, or solely for the latter, the applicant
should ordinarily not receive Government ald, unless he
can satisfactorily establish that the proposed expansion
will not be paid for by the prine contractors, and if
he does receive Goverament aid provision should be made
for the payment of a proportionate rental or for a pro-
portionate deduction in CGovernwent reimbursement to the
extent to which the prime contractors are paying for
the expansion. In such cases either Plan II or Plan
LV would seem to be appropriate within the limitations
hereinbefore indicated as to location, Attention is
called to the last two paragraphs of (1) above, which
are coually applicable here,

(4) here the proposed facilities are required in part for
the fulfillment of contracts with prime contractors
with the Government, and in part for other business nob
connected with the Joint Army-lavy iircraft Procurement
Program, whether or not the facilities are also to be
used in the fulfillment of prime coantracis with the
Goveroment, the preferable method of Government financ-
ing would seem to be Plan IV. In general, Flan II
would be aprpropriate in such a case only if special
provisions for proporbionate deduction from reimburse-
ment or for payment of nroper rental could feasibly be
made. Attention is c¢alled to the last two paragraphs
of {1) above, which are eoually applicable here,

J. The amount of money involved, with a statement in genersl
terms &s to items to be included, such as buildings,
machinery, eguipment, etc,

K. hether the applicant is in competition with other manu-
facturers.

3. The Office of the Assistant Chief, Materiel Division, aright
Field, shall prepare a report as outlined above, and forward

]

b~ e TTT e

THIS PAGE Declassified IAW EO12958




»

This Page Declassified IAW EO12958

ALFHS-40 247

the sauwe to the Office of the Chief of Air Corps.%

4. The Office of the Chief of Air Corps shall determine whether
Plan IY or Plan IV iz the more appropriate, after giving due
consideration to the relative merits of the respective Plans
in the particuolar situation and after consulbtation with the
vefense Plant Corporation and also, if the manufacturer desires,
with the manufacturer, and shall proceed with the selected Flan
after obtzining the informal approval of the Chairman of' the
Sites location LBoard of the Office of the Assistant Secrebary
of sar and of the Production Division of the Advisory Comnmission
to the Counecil of Jabional Defense.

5. In case Flan II is chosen the procedure to be followed shall be:

a, The Office of the Chief of the Air Corps shall immediately
request the formal approval of the Chairman of the Sites
Location Board,

b. The Chairman of the Sites Location Board shall obtain from
the office of the fo-ordinator of Jefense Purchases the
formal recommendation of the Advisory Commission to the
Council of National Defense, ¢

¢+ The Chairman of bhe Sites Locabion Board shall then forward
the recommendation of the Advisory Comnission to the Sec-
retary of the Council of dational Defense, who shall, if
necessary, ootain the recommendations of the Council, and
shall request the approval of the President.

de Upon receipt of the approval of the President, the Fiscal
Officer of the Office of the Assistant Secratary of ,.ar shall
reguest the Chief of Finance to make available to the 0ffice
of the Chief of the iAir Corps from funds appropriated to
expeaite production, and coabract authorizations for thatb

*If it is determined by the Materiel Division, .right Field, that the ap-
plicant is not entitled to financing under either Flan II or Plan IV, a
report shall be made to the Office of the Chief of Air Corps, giving the
naine and address aand type of business of the applicant and the reasons
why such financing is deemed unjustified or igappropriate,

#%The steps oublined in sub~paragraphs b, ¢, and 4 of this paragraph 5§
presuppose the use of funds appropriated to expedite production by
statutes requiring the recommendations and Tresidential approval re-
ferred to. Tf other funds are available for use, such recommendations
dnd approval may not be required,.

.
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purpose, the sums recuired for the purpeoses of the pro-
posed Emergency Plant racilities Contract,

Promptly upon the receipt of the preliminary approval of the
Production Uivision of the Advisory Commission, the Office
of the Chief of the Air vorps shall notify the office of the
ALssistant Chief, laberiel bivision ab wright Field to pro-
ceed with final negotiation of an .mergenecy Plant Facilities
Contract.

The Office of the Assistant Chief, lateriel Division,
wright Field, shall obtain from the manufacturer detailed
data and shall prepars an .merency Flant racilities Con-
tract, to which shall be attached an Appendix A with
schedules setting forth the details of the proposed ex-
pansion,

ihe signature of the manufacturer shall be obtained, and
if funds are available at .right rield the sipnature of a
Contracting Officer shall likewise be affixed. The cone
tract signed by the manufacturer, and in appropriate cases,
by the dontracting ufficer, shall be forwarded to the
Uffice of the Chief of iir Corps.

shere the contract refers to the issuance of amortization
certificates, the signed applications of the manufacturer
for such certificates shall also be forwarded to the Office
of the Chief of Lir Uorps with a report recommending issu~
snce of's

(1) Hecessity Certificate,

(2) vertificate of Lovernment Probtections as to the
-mergency Plant raeilities Uontract.

(3} Certificate of .Jon-.eimbursement under existing
supply coatracts with the Government.

If the contract has not teen signed by the Contracting
Officer at Jright Field, then it shall be signed by a

Contracting Officer in the Office of the Chief of Alr

Corps. In ecither event, it shall also be recomuended

for approval by the Chief of Air Corps, or the icting

Chief,

The contract, together with the appropriate recomriendations
of the iir Corps as to the issuance of the amortization
certificates, and the applications of the canufacturer
therefor, shall be forwarded to the Furchase and Contract
Branch of the Office of The Assistant Secretary of .ar

-
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which shall submit same b0 The Assistant Secretary of
ar for approval,

. . ke The Furchase and Contract 3ranch shall forvard all originals
of the contract to the Office of the Chief of Air Corps.

1, The Office of the Chief of Alir Corps shall forward the origi-
nals of the contract tc the Office of the Assistant Chief,
Yateriel Division, at Wright Field, for distribution and
adninisbraticn,

m. The Furchase and Contract Branch shall forvard the amortizé-
tion certificates execubted by The Assistant Secrebary of
nar, and substantiabing data, to the Office of the Co-
ordinator of Purchases of the iLdvisory Commission for execuw
tion on behalf of the Advisory Comnission.

ne Upon receipt of the executed certificales from the Advisory
Commission, the Purchase and Contract Branch shall issue the
seme /7 _/ to the Comrissioner of Internal /7 / Revenue and
notify the Office of the Chief of Air Corps and the appli-
cant.

6. If Plan IY is chosen the procedure shall be as follows:

a, The Gffice of the Chief of Air Corps shall obtain the ine
formal approval of the Chairman of the Sites Location Board
of the Office of the Assistant Secrebary of War and of the
Production Division of the Advisory Commission to the
Council of Hational Defense.

be. The Office of the Chief of Air Corps, with the assistance of
the Contrazet and Purchase Eranch of the Office of The Ag-
sistent Secretary of war, shall notify the Defense Plant
Corporation and nepotiations shall follow bebween the
Office of the Chief of Air Gorps, the Office of the As-
sistant Secretery of Var, Defense Flant Corporation, and
the applicant leading to the preparation of the following
papers 3

(1) Lease {or other agreement) between the Defense Plant
Corporation and the applicant in question,

(2) Letter of cencellation addressed by the applicant to
the contracting agency or agencies which has, or have,
negotiated Supply Contracts which contain escape clauses,
and to the parbicular officers who have issued Letters
. . of Intention,

(3) An apreement in the form of a letter between the war
Department and the Defense Plant Corporation with
%3 T, e
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respect to the reimbursement of the latter for the
whole, or some proper proportion of the cost of the
construction,

The Office of the Chief of Air Corps shail recuest the
formal approval of the Chairmen of the Sites Location
Board of the CGffice of The Assistant Seeretary of Yar.

The Chairman of the Sites Locztion Board shall obtain from
the O0ffice of the Co~ordinator of Defense Purchases the
formal recommendstion of the rdvisory Commission to the
Council of Wational Defense,¥

The Chalrman of the Sites Location Board shall then forward
the recomrendation of the Advisory Commission to the Secre=
tary of the Council of National Defense, who shall if neces-
sary obtzin the recommendations of the Council, and shall
recuest the approval of the President.

Upon the receipt of the approval of the President, the
Fiscal Officer of the Office of the Assistant Secretary

of uar shall ask the Chief of Finznce to make available to
the Office of the Chief of Air Corps from funds appropriated
to expedite production and contract zuthorization for

that purpose, the sums recuired for the purposes of the
proposed agreement between the ar Department and the De-
fense Plant Corporation as to reimbursement.

Ihe applicant and the lefense Plant Corporation shall exee
cute the lease and letters above outlined.

A Contracting Officer in the Office of the Chisf of Air
Corps shall execute the agreecment to reimburse, which
shall then be reccmmended for approvel by the Chief of
Alr Corps, or the Acting Chief.

The agreement to reimburse shall be suomitted by the Pur-
chase and Contract Branch of the Office of The Assistant
Secrstary of ar to The Assistant Secrstary of .ar for
aporoval,

The approved agreement to reimburse shall be delivered to
befense Plant Corporstion, which shall deliver to the Pur-
chase and Contraet Branch of the Office of the .ssistant
Secretary of ifar, copies of the lease.

*The steps outlined in sub-paragrephs (d), (e) and (f), of this paragraph
6 presuppose the use of funas sppropriated to expedite production by
statutes requiring the recommendations and Presidentisl approval referred
ta I other funds are available for use, such recommendations and ape
proval may not be required.
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ke, The Purchase and Contract uranch shall forward copies of
the lease and of the agreement for reimbursement, and the
original of the letter of cancellation to the 0ffice of
- . the Chief of Adr Corps.

1. The Office of the Ghief of Air Corps shall forward copies
of the above papers (or the originalis, in case of letters
addresged to ‘right ¥ield) to the Office of the Assistant
Chief, Yateriel Division at “.right Field, with instruc-
tions to obtain from the contractor data for evaluation,

m. The Cffice of the Assistant Chief, Materiel Division at
wright Field, in cooperation with the Defense Flant Cor-
poration, shall obtain from the contractor full details
as to the proposed expansion, and, pursuant to aubthority
granted by the Chief, Materiel Division, shail, after
evaluation of the data presented, authorize the contractor,
with the approval of the uUefense Plant Corporation, to
proceed with construction and acoulsition pursuant to the
terms of the lease,

We Fo VOLA2IDT,
Colonel, Air Corps,
Assistant Chief Materiel Uivision.
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BASIC PRIMCIFL:S FOR F¥PLTSTON OF FACTLITIES
oI TH COVERNIIIT ATD

La The Air Corps will not entef into a c¢ontract with a prime or
subconbractor to {inance the acquisition or construciion of additional
exergency plant facilities, = land, buildings, machiaery or plant esuipe
ment, - unless the following can be clearly demonstrated:

8. That the materials to be manufactured with the additional
facilities are essenbial Lo the program of nationszl defense,

b. That the major amount of the products are to be manufact—
ured direct for the Army Air Corps, or are required by a subcontractor
for the Army Air Corps.

¢+ That the existing plant facilities for the manufacture of
such materials are inadequate,

d. That the additional facilities are essential to enable
the prime conbractor or the subcontractor to manufacture and deliver
the materials in accordance with the terms of proposed contracts
within the time specified,

€. That the additional facilities are the only practicable
means of providing the necessary productive capacity.

2. The Government does not start industries from the ground up
in order to obtain capacity reguired for the Defense Program. Yhere
Governnent aid is authoriszed, it is ordinariiy provided for those ine
dustries that are in being and are producing maberials or services re-
cuired for the Governmzent, if their production is inadecuate to meet
the proposed reguirements for the Uefense Program, and if there iz no
other industry which can meet those proposed weovirements without
Government aid.

3. bBaergency Fleat racilities vontracts or vefense Flant Uorpor-
ation leases to provide the extra capucity are not ordin.rily entered
into to restore working eapital. racilities contracts or leases for
prime or subconbractors are made avallzble only after careful investi-
gation by the Lir Corps,

The following to be added as puragraph 9, and present paragraph ¢
reaurbered paragraph 10 on cr about Sephember 15.

9. CGCoveroment financial =sid is not exbended to facilities in order
to enable them to rill orders on their books. The Company can hardly be
expected to take orders in excess of its capacity to proutuce and then
come 1o the Uoverntent for funds te meeb any porv of ils bagklog.
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BASTC FUINCTIFLTS FOX ZEPAISION OF FACILITIES
wITH COYmbczdl AID = {COSTID)

L. A company being expanded for the Defense Frogram must make
it evident to the Uefense flant vorporatiovn or to the /jar Depariment
that it has sdeguate working capital to engarse in production on the
scale necessary to meet Governmental regquirements. This working cap~
ital is not furnished by the l.ar Lepartmeat or the Defense Plant
Corporation. workiag capital must be secured by private loans, by
borrowing from the Eeconsiruction Finance Jorgoration or other ageney,
from the company's ovn surplus capital, or by such advance paymenits
on supply contracts as the company is able to obtain,

Se Naximun use must be made of a company's exisiing plaab before
expangslon of bhat plaat, ececkion of new facilities, or additional machin-
ory or ecuipnent are authorized by Covernuent aid., This fact must be
dexonstrated bepond a cuestion of dount, and will be subject to thor-
ougit investigution by the .ar Depqartient,

B The expansion of facilities will normally be limited Lo prive
producers and their most iaxporlant subcontractors, The expansion of
sub-contractors or veadors will not ordinarily be allowed, inasnuch
as it is difficnlt to establish the necessiiy for same.

7e The Governent does not enbter into a contract or lease for
erection of new faeilities for a company that is operating in a leased
bullding whea that coupany proposes to relinquish its leased area and
transfer its eguipment inbo new ouarters built at Governnent expense.
1f a conpany occupies leased onarters and requires expansion, it must
continue to produce for the defense program in the leased area, nor
does the Government auvthorize a company operating with leased eoulpment
to cancel such a lease for the purpose of scquiring new ecuipment,

8. Expansion of facilities with doveraneat aid is authorized only
for the production of items that are standard with the Air Corps., No
part of funds reguired, therefore, for expediting production may ineliude
costs for experimental work, development, or research. Machinery, plant
eouipment, or building construction remuired for routine testing of
standard items is scceptable and may be included within facilities
conEracts or leases,

% (See Addenduwy ihest)

10, Prime producers, subcontractors, vendors, or sub-subcon=
tractors that expand their facilities with their own funds in order to
meet reouirements for the Defense Program may receive benefit of certi-
ficatioan, authorized by Sections 23 and 12k of the Internal Revenne Code,
as amended by Title ITI of the Second Revenue Act - Approved Oct. &, 1940,
This certification allows costs applying to their expansion to be anor-
tized over a period of five years, provided the costs of expansion are
not included in the cost of the product.

-y P f -
-2 s £V
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' Hlevised August 1, 1941
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Appendix 4 N LR
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MASTUR AGREEENT OF LEASE - DP Fomi 2

&

THIS AGREZENT made and entered into as of this day of
194 4 by and between Defense Plant Corporation zhereinafter referred Lo
as "Defense Corporation®), a corporation created by neconstruction Finance
Corporation pursuant to Section 5d of the heconstruction Finance Corpora-
tion Act, as amended, to aid the Government of the United States (herein-
after somebimes called the "Goverament") in its Hational Defense Frogram,
and (hereinafter called "Lessee")}, a
corporation orpganized and doing business under the laws of ihe State of

-
.

wITHNESSETH:

WHEREAS, the production of for the Govern-
ment and the expansion of capacity within the united States for such pro-
duction are important in the interest of the iJational Defense Programjand

WHEREAS, the Depariment has advised that the establishment of an
additional plant for the manufacture and furnishing of such
at or near ’ ’
having a productive area of approximately
( ) square feet and the acquisition of additional machinery
and eguipment for use in said plant and in Lessee's existing plant (such
machinery and eguipment, exclusive of items commonly classified as expendable
items, being hereinafter scmebimes called the "Machinery"), are in its
opinion necessary in the interest of national defense; and

WHEEAS, Lessee has acauired or proposes to acquire a site at or near ’
, consisting of approximately
[{ ) acres of land suitable for the locabion of such additional
plant; and

WHEREAS, Lessee has entered into a contract or contracts with the Govern-
ment or with suppliers of the Goverament in order to enable such suppliers
to perform coniracts with the Government Por fhe.manufacture and furnishing
of 3 and the establishment of the additional plant
above referred to and the acquisition of the Machinery to be provided
hersunder are essential to enable Lessee to mamufacture and furnish and to
expedite the delivery of such products in accordance with said contract

or conbracts; and

-HEREZAS, Lessee represents that, in the price charged the Covermsent or any
supplier for the Government for the manufactures and furnishing of such
products, bthere have been eliminated all charges (including amortization

- . and deoreciation), exclusive of the rental, maintenance, taxes and in-
surance provided for herein, for the additioanal facilities to be provided
for hereunder;

-os pkA L

) b v

-1<="
800.6(17) J.hui.F. 7/15/k3 [01/23/u2]
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WO, THEHEFORE, in consideration of the mutual covenanbts herein conbained
it is agreed by and between the parties hercto as follows:

ONE: Lessee agrees forthwith upon the execution of this agreement to
convey or cause to be conveyed to Defense Corporation the plant site in
fee simple, and Defense Corporabion agrees to purchase sucih site, The
title to the site and the price thereof shall be satisfactory to Defense
Corporatiocn.

Tu0: Legsee agrees forthwith and from tlme to time to prepare, or cause
to be prepared, and to submit to Defense Corporabion and to the ____ Depart=-
ment for their ap.roval such plans, designs, specifications, and schedules
for the coastruection and €funipment of the plant and the acouisition and
instalistion of the Machinery (which shall indicate the estimated cost
thereof, stating as to ihe Machinery the estimated price of each item), as
they may resuire; and Lessee agrees, upon approvael of such plans, desigas,
specifications, and schedules by Defense Corporation and the Depart-
ment, to proeceed in accordance .therewith and complete as soon as practicable
the construction and e~uipment of the plant (hereinafter called the "Con-
struction Progzram") and the acquisition and installation of the Machinery
(herein after called the MAcguisition Program"), with the approval of
Defense Corporation, Lessee shall have the right to make any alteration in
tne plans, designs, specifications, and schednles approved pursuant to
this paragraph T:+0, provided, that if such alteration will result in sub-
stantial delsy in effecting, or a maberial alteration in the character of,
the Programs or will increase the ageregate cost of said Frograms beyond
the aggregate amount of such estimates, Lessee shall likewise obtain from
the Department its approval of such alteration.

THREE: In carryings out the work to be psrformed by it under the vonsbtruction
Program Lessee ray employ such contractors and enter into such contracts
with them as it may deem advisable, with the written approval of a desig-
nated representative of Defense vorporation.

FOUR: Defense corporation shall advance the funds necessary for carrying
out the Construction Progran, from time to time as the work progresses,

upon reoculsition of Lessee approved by Defense Gorporation. A representative
of Defense Corporation subhorized to approve such reguisitions on its behalf
snall be stationed at the site of construction during such times as Lessee
may recuire,

FIVz: Lessee shall from time to time advise vefense Corporation, in
writiug, of the items of Lachiaery wirich Lessee shall propose to purchase
for the purpose of the icouisition Frogram and the estimated cost thereof,
and shall forthwith proceed o purchase the same in the nawe and on bshalf
of vefease Corporation; provided, however, Lhat no such items shall be
purchased or installed il Defense vorporatbion shall object thereto within
three (3) days of the receipt of such written advice. wvsfense Lorpcration
shall, from time to time, furaish to Lessee such evidence as Lessee may
resuest with reference to its authority to wmake such purchases on behalf
of vefense vorporation.
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5Ine Lessee shall furnish to vefease Corporation and to the Jepart-
ment & deseription of each item of nachinery so yurchased 0 that it shall
be capable of ideatification, and, to the exteni practicable, eauch item
snall be marked or stamped by Lessee in a way satisfactory to befense
Corporation so as to indicabte Defense Corporation's ownership therein.

SEVEN:  All bills of the vendors for Machinery purchased by Lessec for the
account of Defense Corporation pursuant tothe provisions hercof shall be
eranplly subsitted by Lessee to Defense Corporation accompanied by a
certificate of Lessee, exscuted by one of its officers duly designated
for that vurpose, to the effect that the items covered by such bills are
included in and necesszry in ccnnection with the Acouisition Program, that
the prices thereof are in its opimion fair and reasonable, and that such
bills are proper for payment, Such bills, and other costs of the Acqui-
sition Program when approved by Defense Corporation, shall be promptly
paid by Defense Corporation.

TIGHT: In the execution of the Proprams Lessee agrees to comply with,
and give all stipulations and representabions regquired by, applicable
federal laws and further arrees to rerulre such compliances, represen=
tations, and stipmlations with respect to any contract entered into by
it with others under such Programs as may be reruired by applicable
federal law; and notwithstending the generility of the foregoing, Lessee
agrees further that in the performance of tiais agreement it will not
discriminate apainst any worker because of race, creed, color or nation-
al Origi—no

NIlJE: No salaries of Lessee's executive officers, no fees of its attorneys,
no part of the expense incurred in conducting lLessee's offices and no
overhead expenses of any kind shall be included in the cost of the site

or of tne rfrograms, except that direct expenses of Lessee's officers or
enployees and fees of attorneys retained or employed by Lessee in connection
with the acouisition of the site and the Frograms may be so inciuded to the
extent approved by Defense Corporation.

T.M: HNotwithstanding any other provision herein contained, the maximum
amount which Defense Corporation shall be remuired to expend hereunder
shall aot exceed Dollars (& Yo

FLEVEN: Title to the site, buildings, and Machinery to be acouired
hereunder shall, unless and until the same shall be transferred by
Defense Corporation in accordance with the provisions hereof, be vested
in Defense Corporation, and such Kachinery shall remain personalty not-
withstanding the fact that it may be affixed or attached to realiy.

T.7LVE: Subject to termination upon the terms hereinafter in this para-
graph T, ELVE provided, Defense Corporation hereby agrees to lease, and
does hereby lesse, the site, buildings, and Yachinery to be accuired
hereunder, to Lessee and Lessee dows hereby lease the same from Defense
Corporation for a term ending January 1, 1946, which term, upon its ex-
piretion, shall be automatically extended, suvject to similar termination

i $
-3 - - L"";"‘.""";'ai.lgk_u
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for an additional period ending Jamuary 1, 1948, Defense Corporation
and Lessee each agrees, upon the writien regquest of the other, to ex-
ecute and deliver such additional instruments of lease as may be anecessary
. . to carry out the provisions of this agreement.

This lease or any extension thereof under this perapraph TVILVE may be
terminated by the narties hereto in the manner hereinafber set forth.
At any time when substantial use by Lessee of the site, bulldings, and
liachinery shall be no lonser resuired to emable Lessee to furnish the
Government with products rezuired by it, or to furnish suppliers of the
Government with products in order to enable such suppliers to perform
contracts with the Covernment, Defease Corporation may, with the written
approval of the Department, give written notice to Lessse that such
substantizl use is no longer reouired and that Defense Cornoration there-
fore proposes the termination of the lease or extention thereof, and
Lessee may give similar written notice to Defense Corporation and to the
Department stating that Lessee therefore pnropeses the termination
of this lease or extension thereof. The lease, or extention thereof,
shall terminate ten (10) days after receipt by Lessee of the notice from
Defense Corporation above provided or after receipt by Defense Corporabion
and the Department of the notice from Lessee above provided, unless
within that time Lessee or the Department, as the case may be, shall
recuire by notice in writing or by telegraph to the other and vo Defense
Corporation, that the facts necessury to termination, as hereinabove pro-
vided, be submitted for detemmination by arbitrators, in which event the
arbitrator to be appointed by the party giving the notice of arbitration
shall be named in the notice, the arbitrator to be appointed by the other
party to the arbitration (Lessee or the Vepartment, as the case ray
ve) shall be named within five (5) days of receipt of such notice of ar-
bitration, and an additional arbitrator shall, withia five (5) days of
the appointment of the second arbitrator, be selected by the two (2} ar-
bitratoras therctofore sppointed, but if one of said pariiess shall have
failed to appoint an arbitrator, the sole arbitrator shall arbitrate the
question alone. If two (2) arbitrators shall have been appointed by the
respective parties to the arbitration and shall have failed to select an
additional arbitrator within the above stated time, the additlonal ar-
bitrator shall be appointed by the senior Judre of the Circuit Court of
Appeals for the Circult, uwpon application therefor
by either of said parties to the arblbrablon., Ihe dezisiowx of a majority
of the arbitrators so appolated, or if either party shall have failed to
appoint its arbitrator, the desision of the sols arbitrator, shall be final
and binding uvon the Lessee, the Department and Defense Corporation
for all purposes., ihe cost of arbitration, except the cost of the ar-
bitrator appointed by the Department, shall be paid by Lessee. The
arbitrators, or the sole arbitrator, as the case may be, shall give prompt
notlee in writing of the decision to the Departuent, to Lessee and
to Defense Corporabtion, and if the decision establishes that the facts
necegs.ry to teruination exist, this lease, or exiension thereof, shall
’ . terminate on the fifth day after the giving of notice of the decision.

TS Ty
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THIKTEEN: In consideration of the covenants herein contained and as
rental for the site, buildings and lachiunery Lessee agrees to pay to
Defense Corporation the following percentages of Lessee's aggregate
net sales (whenever liade) of all
and other products manufactured or furnished by Lessee (whether through
the use of the plant and facilities, hereln provided for, or through

the use of any other plant or facilitles now owned or hereaffer acguired
by Lessee) during each year of this lease or any extension thereof,

beginning y 19 :
on the [irst ¥ of annual net sales or part thereof %
on the next of annual net sales or part thereof %

on the next of annual net sales or part thersof £
and on all annual net sales in excess of § Z

provided, however, that when the total amount of rental which Lessee shall
be regquired to pay hercunder shall eoual the amount expended by Defense
Corporation under this agreement nlus interest on each expeaditure (such
expenditures to include all direet expenses, without overhead, incurred
by Defense Corporation in coannection with the site, buildings and kachinefy
or in connection with this agreement) from the date thereof at the rate of
four per cent (4%} per annum less an amount etual to interest ab four per
cent (44} on each rental payment from the date of payment thereof, Lessee
shall not be required to pay further rental. Such rental shall be paid
quarterly not later than the twentieth day after the end of each cuarter,
beginning with the cuarter ending s 19 »
until all

and other products masufactured or furnished by Lessee during the period
of this lease or any exbeasion thereof have been sold or disposed ofs such
quarterly payuents shall be calculated so as to exhaust during each year
the brackets of annual net sales in the order hereinabove set forth., fhe
term "net sales" as herein used shall mean gross sales less return sales,
trade allowances and cash disconnts.

FOURTERN: Defense Corporation, by notice in writing with the approval of
the Department noted thereon, msy, in addition to all obther rights
with reference to termination under paragrarh T.ELVE hereof, cancel this
lease, or extension thereof, in the event (a) all or substantially all of
Lessee's conbtracts with the Government or with suppliers of the Government
in order to enable such suppliers {o perfomm contracts with the Goverament,
at any time outstanding, for the manufacture and furnishing of

and other producks shall be terminzated or canceled prior

to completion, or (b) the Coverament shall reouest priority with respect
to the wanufacture or furnishing of any products with the facilities to be
provided hereunder, and Lessee shall fail or refuse to give such priority,
or (¢) a receiver or trustee is sppointed for Lessee or its property, or
Lesses makes an assignment for the benefit of ecreditors, or Lessee becomes
insolvent, or a petition is filed by or against lessee pursuant to any of
the provisions of the United Ltates Sankruptey iet, as amended, for the
purpose of adjudicating Lessee a bankrupt, or for the reorpanization of
lessee, or for the purposc of effecting a composition or rearrangement with
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Lesgee's creditors, and any such petition filed arainst Lessee is not
dismissed within sixty (60) dzys, or (d} of any violation of any of the
terms, conditions or covenants of this lease or exteasion thereof by

. Lessee and the failure of Lessee to cure such violation within thirby
(30) days from the giving of vritten notice thereof by Defense Corpora=-
tion to Lessee. Upon the expiration, termination, or cancellation of
this lease or extension thereof, Defense Corporation shall have the rigat
to invoke any remedy permitted by law or in eguity for the protection of
its interests hereunder, and Lessee hereby expressly waives all rights
vhich it may have to redeem or to be served with any further notice of
Defense Corporation's intention to cancel or terminate this lease or ex-
tension thereof other than as herein provided.

YIFTIN: \Upon the expiration or termination of this lease or extension
thereof pursuant to paragraph T.IL.Z hereof, or upon cancellatiocn of this
lease or extension thereof pursuant to clause (a) of paragraph pCUILN
{unless such cancellation shall have been effected because of a viclation
by Lessee of the contracts referred to in sald clause (a)), Lessee shall
have and is hereby granted, for a reriod of ninety (90) days after such
termination, explration or cancellation (hereinafter referred to as the
"Option Period") the right and option by written notice to vefense ucrpom
ration and to the Uepartment, to purchase all but not part of the
site, buildiners, and Machinery at the rollowing prices:

(a) If exercised within eiyitt (8) months from the date of execulicn
herecf, at the actual cost to Defense Corporation of the site,
tuildings and Machisery (including all direct expenses, without
overhead, incurred by Defense Corporation in connection there-
with or in comnection with this agreement), plus inderest thereon
at the rate of four per cent (4%) per annum (such interest to be
calculated on each item of disbursement made by Uefense Corpora-
ticn from the date thereof), less the amount of any rentals
theretofore paid by Lessee to Defense Corporation pursuant Lo
thie provisions of raragraph THIRIZEN hereof, together with in-
terest on esmch such rental puyment from the date thereof at the
rate of four per cent (43) per annuay or

(b) If exercised after eighb (8) months from the date of execution
hereocf;

(1) At & price determined as provided in subparagraph
(a) above; or

(2) 4% the actual cost to Defense Corporation of the
site, buildings, and Nachinery (including all di-
rect expenses, without overhead, incurred by De-
fense Corporation in comnection therewith or in
connection with this zpreement)}, less an amount
' . representine depreciabion, obsolescence, and loss
of value due to use for national defense purposes
for ezch ycar or fractional part thercof at the
following rates for the following classifications

fipdani LRI
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of eouipment, whieh classifieations shall be de-

terudined in connection with the various items as

the construction and accuisition of the items com~
. . prising the Programs proceed:

1. Buiidings, Improvements (fencing, paving,
spur tracks, etc,) and Building Installa-
tions other than mechanical 5%

2. Installations (mechunical), Bouipment,
Machinery, Shop Fixbures, Laboratory and
Test Zouipment, Murniture and Fixbtures,
Trucks, etc 12%

3. Portable Lurable Tools and Lutomotive
Zouipnent 25%

provided, however, fhat the minimum residual
value on all items shall be 15%

whichever is the higher.

[uring the Optlon Peried Lessee shall have the right to negotiate with
Defense Corporation and the Department for the purchzse or lease

of the site, buildings, and Yachinery, or any portion thereof, and, upon
the establishment by the lesseve, Defense Corporation, and the De-
partment of mutually satisfactory terms and conditions, Defense Corporation
will sell or lease, as the case may be, the property covered thereby to
Lessee, Defense Corporation further agrees, to the extent that it law-
fully mey, that it will not sell the site, buildinygs, and Machinery or

any rart thereof to any party or p-rijdes other than anobher branch of the
Covernment (in which event such sale shall be in all respects subject to
paragraph T.7ZNTY-SIZ hereof) for a period of ninety (90) days following
the expiration of the full Option Period unless it shall first have

offered the same for sale to Lessee at a price equal to the best offer
received by Pefense Corporation and Lessee shall have failed or refused

to purchase the same within thirty (30) days after the receipt of such
offer.s In the event of any sale to Lessee pursuant to the provisions of this
paragraph, transfer of title shall be made without any representations or
warranties whatsoever on the part of Defense Corporation.

SIXTEEN: So long as this lease repalns in full force and effect Lessee
shall proeure and maintain at its cost insursnce on the buildings and on
the Machinery to be acouired hereunder aguinst fire, windstorm, and such
otlier hazards, in such companles, and in such amounts as shall be satis-
factory to, or resuired by befense Corporation. The policies evidencing
such insurance shall be made payable to, and deliverea to, Defense Cor-
poration. In the event of loss under any of the policies, the proceeds
* . may, upon the written request of Lesses prompily made, be used by lLessee
for the repair, restoration, or replacement of the property demaged or
destroyed, and to that end Defense Corporation shall promptly make avail-
able to Lessee the insurance proceeds received by Defense Uorporstion.

! - . b W
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Any property acquired in replacement shall bgquga;::;erty of Defense
Corporation and so ideatified and shall be subject to all the terms
and provisions of this agrecment,

SEFTITEEN: Lessee arrees to save Uefense Corporation harmless against

any liability whatsoever because of accidents or injury to perscns or
property occurring inthe operation of the plant or the use of the Machinery
by Lessee, Lessee also agrees that during the term of this lease or eny
extension thereof, it will procure and maintain at its cost public lia-
bility insurance and property damage insurance in such amounts and with
such companies as Defense Corporation shall approve or retuire, The
policies evidencing such insurance shall name Defense Corporation as an
assured and shall be delivered to Defense Corporation.

FICHTTEN: Iessee shall use reasonsble care in the use and operation of
the site, buildings and the Machinery to be provided hereunder and shall
keep the same in pood state of repair (ordinary wear and tear excepted),
and upon the expiration, temination or cancellation of this lease or
extensions thereof, and upon expiration of the Option Period, if any,
Lessee shall forthwith yield, and place Defense Corporation in peaceful
possegsion of the site and buildings and of all the Machisery to be pro=-
vided hereunder free and clear of any liens and claims other than those
resulting from claims against Defense Corporation; and if any of the
Machinery shall be then located elsewhere thun in the additionak plant
to be provided hereunder, Defense Corporation shall, in addition, have the
rirht to remove, end upon the wrltten reguest of Lessee, shall promptly
renove, at its own expense, such Lachinery, and 1f such removal shall not
take place within sixty (60) days after such resucst, Lessee ma, remove
the Machinery and picce it in storsge for the account and at the éxpense
of Defense Uorporation, and Defense Uorporation shall heve corresponding
rigats and Lessee shall have corresponding rights and oblipatlons with
respect Lo removal and storage of all machinery not owned by Defense
Corporation that may then be locatéd in the additional plant to be pro-
vided hereunder. XNothing contained in this lease shall be construed to
permit Lessee to use or operate during the Option Peried, if any, the
site, buildings and Machinery to be provided hereunder, or any portion
thereof, for the production of or any other
products, unless the consent in writing of Defense Corporation and the

Department to sueh use or operation shall have been obtained by
Lessee,

HINDIZEN: Lessee shall use such ibtems of lachinery as it may designate in
writing to Defense Corporation, in connection with the manufacture and
furnishing of and other products for the Government in
any other plants of Lessee. Lessee may also, with the written approval

of Defense Corporation and the vepartment, lease or lend to any supw
pliers any item of Machinery, the lease or loan of which it may deem neces-
sary for the performaance by Lessee of its contracts with the Govermment, 4ny
such lease or loan shall be upon such terms and conditions as Defense Corpo=
ration and the Department may approve, and Lessee shall in no event

by any sucii lease or loan be relievea of its obligations under the provisions
of this agreement,
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T.ILTY: Lessee aprees 1o puy (o the proper aubheriby, when and as the
same pecome due and payable, all taxes, assessments, and similcr charges
which at any time during the term of this iease or any extension there-
of mey be taxed, assessed or imoosea upon vefense vorporation or Lessee
with respect to or upon the site, the buildings, or the Machinery, or any
part thereof, or upon the ocecupier thereof or upon the use of the site,
buildings or L.achinery., Lessee zlso agrees Lo pay all claims or charges
for or on account of water, lipht, heat, power and any other service or
utility furaished to or with respect to the site, the buildings or the
Hachiaery, or any part thersof.

T difI¥=imy  In carcying oub the frograms and in the operation of the
plant and any of the Machinery to be acouired hereunder Lessee agrees

to comply wich all appliczble state, munieipal and local laws and the
rules, orders, rerulation and reaouirements of any departments and bureaus
and all local ordinances and resulztions and furiher agrees to indemnify
and hold Defense Corporabion harmless Iroa eny liablility or penalty which
may be imposed by local or State asuthority or any department or bureau
thereof by reason of any asserted violation by Lessee of such laws, rules,
orders, ordinances or repuiations.

TLEITV-1.0:  Lesger zrre < Uvah it will not, without the prior written
consent of De¢fense Corporabtlion and the Department, use such site,
buildings, and Machinery for any purpose except for the manufacture and
farnishing by Lesses for sale to others of
and of 21l other products., Lessee also agrees that as long as this lease
or extension theveof remains in effect it will eliinate all charges
(including all charees for amortization and depreciation), exclusive of
the reatal, maintenance, taxes and insurance provided for herein, for
the site, buildings and the Lachinery to be provided hereunder, from any
price charred the Governnent or any suppller for the Government.

I EiTY-TiAZ%: S0 long as this lesse or any exteasion thereof remalas in
effect, lLessee shall maintain a metheod of separate accounting of the sales
of all , and of all other products manufactured and/or
furaished by lLessee throurh the use of the plant and facilities herein
provided for or througzh the use of any other plant or facilities now

owned or hereafter acouwired by lLessee, and agrees to make avellable to
pefense Corporslion and the Department for andit znd inspection,

its records pertaining to the acquisition of the site and the Prograus

and the operations of the plant and any of the Machinery, the number of

, andfor of all other products manufactured
and/or furanished and sold as above stated, aad the payments Lherefor.
pefense Corporaztion and the Department shall have the risht to in-
spect the site, buildings and Machinery to be provided hereunder at all
reasonable times duriag the continuance of this lease or extension thereof.

A LTi~FCUR: Lessee will not withoubt prior written consent of Defense
Corporztion and the anproval of the PYepartuent sell, assim, or
predre this lewse or any of its richbs or oblirations hereunder or sub-
lease or pernit the use by others of any of the property covered by this

Y, o L S ——
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a&’*""hw
lease, except to the extent penmiﬂega-ggﬁparagraph NINITEEN hereof.

TWITI~FIVE: The failure of Defense Corporation to insist, in any one

or more instances, upon performance of any of the terms, covenants or
cenditions of this agreement shall not be construed &s a waiver or a
relinquishment of the future performance of any such term, covenant or
condition, but Lessee!s obligation with respect to such future performance
shall continue in full force and effect,

TLodTY-STH: It is contemplatbed that the site, buildings, aad Yachinery
to be provided hereunder may be transferred and conveyed to another
branch of the Government and, upon such transfer, the Government, acting
through the Department, shall succeed to a1l the rights, powers,
privilegmes, discretion and obligations of Defense Corporation hereunder,
retaining, hovever, all diserstion and power of approval herein vested
in the Departuent, In the event of such transfer, Defense
Corporation shall cease to have any rights, duties or obligations
hereunder and all powers in Defense Corporation to give any notices,
consents, or approvals or to raise any cbjections md the right of
Defense Corporation to receive zny notites provided for herein shall
teminate and therealfter shall be vested in the Department,

TIITY-8ZYE:  [lo mewmber of or Delegate to the Coneress of the United
States of America shall be admitbed to any share or part of this agree-
ment or to any benefit arising therefron.

T ZIIY-EIGHT:  uhenever used herein, the term W Department® shall
mean the Secretary of or
or any person aubhorized by or acting on behalf of any of the fore-

poing.
TRTI-RTYE:  fny nobice remired to be given o the Department

under the provisions of this agreement shall, in addition to the require-

ments, if, any, of Paragraph TuliTT-TIGIT hereof, be addressed separately

in writing to the Under Secretary of and the Chief of ’
Department, uashiagbon, T. C.

[VITICSS CLAUSE -

To state date Yas of" day and year in eccordance

with page 1, line 1 of this sgremient ]
Attest: DIFRIST PLAUT CORFURATICH
. B:r
Secretary President
hLttest:
By,
Secrabary President.
Licknowledements)

=5 Ty B ¥l
! I L T‘i’ﬂ'ﬁ .
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Appendix 6 N ol

anclosure Ho. 1
KOT ¥OR PUBLICATICH Defense Bulletin No. 2

/75 Oct., 1959/

STATSEAT BY Lo, KNUDSEN

Last Tuesday a week ago I appeared before a meeting of the auto-
mobile and truck manufacturers of the United otates and asked that con-
sideration be given to the subordination of model changes of 194l to the
needs of the alrplane program which at present covers bhe period July 1,
1940 to April 1, 1942,

They pranted the recuest for such consider'mion and the meebing
today is for the purpose of discuscing the needs of the program and meuns
of execution,

The gituation iz frenkly this: The present program calls for the
delivery of some 33,000 airplanes by April 1, 1942. &1l plant expansion
for this cuantity is under way and the bobtleneck is tools., Airplanes
is a vague name for the product, as training planes weigh 4,000 lbs., and
the bigegest bomber, approximately 40,000 lbs, If we were to turn out
33,000 four thousand pound planes, there would oe no problems, but only
30% are training planes, and the rest are combat planes and bombers.

Therefore you are asked to tackle the possible dies and stampings
for four thousand L-motor bombers, weighing 40,000 1lbs. gross, and eight
thousand 2-motor bombers welshing 24,000 1lbs. gross, assemblinz to be
done by airplane manufacturers. You are asked to censider neot only
pieces, bul sub-assemblies for this cuanbity of planes., It should be
renenbered that plunes to date have been more or less handmade and that,
in order to transfer the operating to press and die work, production

R 1.“41:.';4'
W“’*WM,, <
L3 B RS - L e

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958

ALFHS-40 267

> it

studies will huve to be mzde,

It is therefore proposed to secure floor space in Detroif, in
charge of Lir Corps officials from .right Field, and to secure a set
of parts for each plane as desiened now wlth the corresponding draw-
ings, and study such production chanres as are necegsary to transfer
manufacturing from beich to machine. To accomplish this we ask that
a sbteering committee of four ve appointed vhich, with two from the
plane manufacturers, push this vigorously.

It is also proposed that while the parts and drawings are being
secured, these six men visit the two airplane plants where the bombers
are now being manufactuped in order to get the proper picture of the
method of jipping aad manufacburing as now done in production.

It is proposed that a survey of eocuipment now in place be secured
and as allocation of die work is made, the order for the reguired num-
ber of pieces follow the uie order wherever possible so as to get im-
mediate action after the try-out. Also a survey should be made of
plant facilities available for jig assembly of minor ussemblies such
as wings, silerons, tail surfaces, rudders, ete,

It is also desired that the steering committee investigate the
forging situation, both aluminum and steel, plus the machining facili~
ties availobie for such forgings -- there being a serious shortage st
the moment of facilities of this order. In other words, we are irying
to get from Lhe industry a coordinited branch of our .ashingsten setup
to deal with sub-assemblies and pieces rather than the complete assembly
as dealt with by us in ,;ashington.

I need not stress how I appreciate the generous assistance offered
by you gentlemen and the dire need for all the help we can get in order

that the defease program may be sucqgssfully complieted.
' ’ T ' &-——M-_. - -~
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A

A-20, 76

A-26 Invader, 170

"AM ajrceraft program, 25

Aet of 25 June 1940, 28-30

Adrinistrator of Priorities, NDAC,
102

Advisory Commission to the
Couneil of National Defense
(woac), 30, 32, 35, 37, 39,
1#5"11-6, 50, 6‘4"65, 773 83’ 86,
89, 200

X

Autonotive Committee for Air
Defense, £1

Automotive Council for tiar
Production, 121-23

dutonotive Parts and FEoulpment
Yanufacturers As

Automotive Program, -21

Automotive Tool and afactorors

Asso,, 122

B

Advisory Comaittee, WPB, 120

Aercnautical Sec,, Froduction
Div., OPY, 49, 62-63

Aeronca, 112

Agriculbure Dept., 153

B=17, 75, 92,
B-24, 88, 90,
22728
B-25, 76, 87,
B=26, 76, 87,

132, 157
93, 111, 160, 179,

90
89, 95

Alrcraft Modification Sec,, 160

Aireraft Production Board, WPB,
151-52, 205

Alrcraft Resources Control Office
(ARCO), 150-52

Aircraft Scheduling Unit (ASU),
135, 0-42, L4447, 149-52,
17

Airplane and Zngine Seec,, WDAC,
Tk

Air Service Comd,, 194

Air staff, 152

Air Technical Service Camd,, 194

Akron, Ohio, 87

Allison Div., General Lotora Corp.,
Indianapolis, 77-78, 113, 185

Area Production Urgency Comnittee
(AFUC), WI'B, 168

Areu Representative, 211

Army-davy Lanitions Board, 8, 102,
119, 128

Arry Service Forees, 202

AmOld, Maj. Geno H. H., 50, 62'-63

A3U-29 form, 142

AT-6, 225
Automobile Nanufacturers Asso,,
121 .

B-29, 92, 1l2-13, 16970, 178,
22, 226

B-32, 93, 113

"B* aireraft program, 25

Beaverbrook, Loxd, 110

Beech Aircraft Corp., 77, 112

Bell Adrcraft Corpe, 76, 93, 112

Bellanca Alrcraft Co., 112

Bendix Products Div,, Bendix
Aviation Corp., 94-95

Biggers, John D,, 49

Birmingham, Ala., 160, 170

Boatner, 1t, Col. B, L., 160

Boeing Airplane Co,., 75, 92, 132,
179

Bowling, Lt. Col. J. L., 198, 217

Branshaw, Maj. Gen. C. E,, 189-90,
212

Brett, Srig. Gen. G. H., 62 (n 42),
70

Briggs Mfgo Coe s Detvro.it’ 95
British Air Commission, 138
British Purchasing Commission, 152
Brooklyn, He Y., 95

Budget, Bureau of, 64

Budget and Fiscal Office, 146
Budget Office, 147

T
z'_i }
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Buffalo, 76, 93
Buick YMotor Div., General Motors,
90, 113, 185
Burbank, Galif.,, 92, 94, 133
Bureau of Industry Branches, VWiPB,
120
Burlington, H. G,, 112

C-46, 112

=54, 112, 224

C-76, 169

c-82, 169

Central Procurement District,
Distriet Supervisor, 211

Certificate of Necessity, 56

Chapman, C. B,, 198

Chevrolet Motor Div., General
Motors Corp., 93, 113

Chicago, I1l., 90, 113, 129, 226

Ching, C. K., 115

ChrySler Corp., 87, 89, 113

Churchill, iinston, 110

Cincinnati, Ohio, 77

CIO United Automobile workers of
America, 82

Civil Service Commlssion, 153

Civil Service employees, 172

Clark, R. %., 97

Cleveland, 112

Cleveland Pneumatic Tool Co., 94

Coast CGuard, 28

Columbus, Chio, 76

Comptrolierts Office,
162, 175-76

Congress, 25, 29, 36, 38, 134, 200

Consolidated Alrcraft Corp., 77,
88, 93, 179

Consolidated=-Vultee, 228

Construction Depts, QI'C, 42

GonsZruction Requirements Commities,
19

Continental Aviation and Engine
Corp., 113, 185

Contract Distribution Div,, OUSW,
100

Contract Distribution Sec., OF,
98, 105

Contractor—furnmshed equipment,
(CFE), 138-39

uright Fld.,

\ 269

Contract See., IPS, 52-53, 58,
6k, 66, 1hb-47, 149, 182, 195

Conversion Sec., 124

Cook, Col. O, R., 150, 195

Coordinator of Defense Furchases.
See Nelson,

Cordiner, R. J., 182

cost-plus-flxed-fee contract, 27«
28, 36

Councll of Nationasl Defense, 30,
L5, 47, 6k. See alsc Advisory
Commlssion.

Court of Claias, 215

U0ritical Shortages," 142

Curtiss-Wiright Corp., 47, 112,
213 (n 48)

D

D" program, 91

Dallas, Tex., 76, s 174

Dayton, Chio, 138 (n i)

Dearborn, ¥ich,, 77, 88, 93

Defense Act of 2 July 19&0, 30

Defense Act of 28 June L1940, 28-30

Defense Contract Service ORH 98

Defense Plant Corp. (DFC), 3
3941, 63-64, 67-69, 71, 73 85,
87-48, 90, 9293, 95, 103, 110,
113, 125-26, 131, 143, 170,
19798, 202, 204, 208, 21517
Resident Engineer, 211, 24

Defense-Special trains, 107

De Great, W. F., 81

Deleo Products Div., General
Motors, 94

Denver, 170

Detroit, 77, 79, 81, &7-38, 121,
123’ 128’ 186, 2%

Directory of Allocated and Reserved
Facilities, 9

District Bupervisor, 69, 190, 21k,
247

Div. of Civilian Supply, WPB, 120

Dive of Purchases, CPU, 64

Dogge Div., Chrysler Corp., 113,

Duuglas Aircraft Co., 76, 88, 92~
93, 112, 170, 213 (n 148)

Downey, Calif., 77

Drager, V. L., 68

#A‘ﬁmﬂ

!
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B

ug" program, 91

Eastern Procurement District,
99

East Paterson, N. J., 90

Echols, Brig. Gen. O, P., 62,
129, 151, 182, 194, 197.
See also Hateriel Div.,
Chief of.

Economic Defense Board, Chairman,
104

Ege, W. 5., 61, 68

Exergency-plant~facilities (EFF)
contract, 37-40, 64-66, T8,
198, 208, 214-15, 217

Emerson Electric Co., St. Louls,
95

Eng%neering Planning Sec., WF,
5

Engineering and Procurement,
Chief of, ATSG, 194

Engineers, Corps of, 42-43, 69,
112, 159, 193

dquipment Evaluation Unit, IPS, 56

Experimentel Engineering Sec., 52

P

Facilities Br., Judge Advocatbe's
Office, ¥F, 58

Facilities Br,, Resources Div.,
L&D, 196

Facilivies Br. and Unit, IP3, 65,
127, 129, 155, 193, 202, 205-06

Facilities Com., WFB, 196-98, 206

Facilities Div., OUsw, 100

Facilities wxpansion Br,, IFS,
55, 65

Facilities Sec¢,, Materiel Div.,
60, 65-66, 127

Facility Clearance Board, «PB,
162, 169

Fairchild Aviation Div., 112, 169

Fairchild Engine and Aireraft
Corp., 77, 169

270

Fair Labor Standards Act of 1938,
33, 36

Farmingdale, L. I., 77, 112, 179

Federal Loan Aduinistrator, See
Jones.

Federal Leserve System, 134

Federal Security Administrator,
See McRutt,

First Defense Aid Program, 91

First Suppiemental Natlonal Defense
Appropriation Aet 1941, 30

Fisher Body Div., General llotors,
87-88, 111-12

Flint, Kich., 90, 185
160, 179, 227-29

Fort wayne, Ind., 91

Fort worth, €8-89, 93, 1li2-13

G

General Accounting Office, 215

General flectric Co., 95, 185

General Motors Corp., 46, 87, 9,
112

General hailway and Signal Co.,
170

Globe Aircraft Co., 112~13

Goodyear Aircraft Corp,, 87, 89

Great Britain, 79

G’uthrie, h. R.’ 120

H

Hagerstown, Md., 77, 169

Hare, lt. Col. R. M., 100

Harmon, Maj. 4. C., 58, 125,
209 (n 42)

Hathaway, Cap‘b. Ge G’o, 156

Hawthorne, Calif,, 113

Hay, Kaj. Ms M., 197

Headerson, Leon, 48

Higgins Aircraft Corp., 169

Hillman, 3idney, A48-49

Hopkins, Brig. Gen. ¥. M., Jr.,
60=62, 197

Houston, Tex., 94

Howard Lircraft Corp., 113

NS TN I

WAT [
‘4511’]1 R TR

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958

AAFHS-40

Hudson Motor Car Co., 87, 89
Hughes Tool Co., louston, Tex.,
=95

I

I-40 jet-propulsion engine, 185-86

Indianapolis, 77-78, 113, 186

Industrial Facilities Com., WFB,
162, 182

Industrial Manpower and rax Housing
Office, 162

Industrial Planning and Production
Engineering Secs., 60

Industrial Planning Div., 61

Industrial P’lanning Sec., ?‘F, 55,
58-59, 60-61, bk, 69, £9, 96-97,
103, 1C6, 109, 124-27, 132,
140-41, 147-48, 161, 190, 198
hssistant Chief, 189

Industrial Service Br,, kC3, 156,
217

Industrial Service Subw-Section,
RCS, 198

Industrial war Plans Sec., B.
See alsgo Industrial Planning Sec.

Industry Br., WPE, 120

Inglewood, Calif., 76

Inspection District, 59

Inspection Div., Materiel Comd.,
195

Inspection Sec., 52, 195

Internal Revenue, Bureauw of, 35,
37

Internal Revenue Code, 34

J

Jacobs Aircraft Engine Co., 93

Jamajieca, L. I.,, 170

Joint Aircraft Com. (JiC), Army,
Navy, and British Air Cormission,
138, 152

Jones, Jesse, 31, 98

Judge Advccatets Office, WF, 58

Justice Depb., 106

[ L
T oy
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Kansas City, Kans., 87, 89

Kanzler, E, C.,

Keller, K, T., 83

Kenmore, N, Y., 112

¥enney, Brig. Gen. G. C., 189

Klagsbrunn, Hans, 68

Knudsen, Lt. Gen. wllliam 3.,
L6=k7, 19-50, 62, 79-82, 84,
86-87, 104-05, 111, 151, 156,
194

L

Labor bept., 153

Labor #iv., NDAC, 48

Labor Div., OFil, 49

Labor Div., WrB, 120

Landing Gear Sub-Unit, 1h4-i5

Lend Lease, Direcitor of, 104

libbey, Owens, and Ford, 49

Light Ketals Br., 146

Lockheed Aireraft Corp., 76, 92,

Lockland, Ohic, 77, 113

Long Beach, Calif,., 76, 92

Lovett, R. A., 61

Iycoming Div., Lviation Corp.,
77~-78

M

Macauley, Alvan, 121

Mcbonnell Aircraft Corp., 113

Mclubt, Paul V., 154

Mach%ne Tools Br., IPS, 14), 1li4,
15

Machine tools Upit, 14l

Yadigan, M. J., 129

Yanufaeturing liethods Br., PCS,
155

Kanufacturing Nethods Sec., Produc-
tion Piv., 150, 155-56

M-Day, 4-5, 25, 50, 55

Marietta, Ga., 112

Maritime Commission, 196

tor
-

THIS PAGE Declassified IAW EO12958




This Page Declassified IAW EO12958

Bl

LFHS-40

Martin, Glemn L. Co., 76, 81,
87, 89, 9%

Materials Control Br., 141, 14445

Kateriel, Faintenance, and Distribu=
tion (AG/AS), 175, 182, 194, 196

Materiel and Services (AG/Au) ’
194, 196

iateriel and Services (command),
194

Materiel Center, 150, 181

Materiel Comd., 129 (n 41), 135,
137, 154-55, 162, 168, 173-75,
g&g s 191, 193-94, 205, 212-13,
Yanagement Yetheds Staff, 173
Analysis and Flanmning Br,,
Statistical Control Office, 178
Commanding General, 193-94

Materiel Div., OCAC, 8, 51, 69,
95, 100, 109, 114 (n 15),
128"29) 138 (n J-I—), 1393 ll-l-l’
150 (n 27a), 157, 198-99
Asst., 51, 97, 126-27, 189
Office of the Chief of, 51, 58,
127, 140
See also Materiel Comd,

Mead, ur, Geo., 47, 49, 89

Mehorna.y, Re Lo, 98

Meigs, Ur. Herrill C., 49

Melrose Park, I1l., 90, 185

liexphis, Temn,, 88, 113

Menasco Mfg, Co., 94

Keyers, Maj. Gen., B. E., 55 (n 20),
194

Middle River (Baltimore) plant, 76

¥iddleton, Ohio, 112

Vilwaukee, 170

Modification Center Br., 160

Moriarty, Col. G. Ha, 198, 217

Motor Equipment Ilanufacturers
£3550., 122

Muncie, Ind., 88

Murray Corp., Detroit, 170

Muskegon, }¥ich., 113, 185

N

National Defense Act of 1916, 29,
b5

h
:55‘,' t‘ru .
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o
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National Defense Advisory Commission.
See Advisory Commission,

National Defense Program, SL

National Labor Helations Act, 34,
36

National Standard Parts Asso.,, 122

Navy Bureau of Aeronauties, 70,
:]l-;gs 138'39; l}-ll-l, 11-!-7, 151""52,

Navy Dept., 37, 39, 18, 76, 85,
128, .U-j-h, 150, 152-53, 201 203,
231 See also Sec, of Navy.

Nelsofi, Donald, 47, 50, Gk 97,
102, 104, 115, 119, 121, 129,
135, 164

New Castle, Del., 112

New Orleans, 169

North American Aviation, 76, 87,
111, 17

Northrop Aireraft, Inc., 113

0

Office of Asat. Sec. of War (OASW),
8""9’ 51

Office of Assb, Sec. of War for
Air, 61

Office of Chief of the Air Corps,
(OCAC), 8, &k

Office of Coordinator of Lefense
Purchasing, 48

Cffice for Smergency Lanagement in
the Executive Office (CEM), 48-49,

Office of Price Adminigtration
(oPa), 48-50, 62, 98, 102, 105-07,
Administrator, 104

Office of Price Adminigtration and
Civilian Supply (OPACS), 48, 104

Office of Production Management
(oFPy), 4B-50, 62, 98, 102, 105-07,
111&“"15, 119 » 138"“!-0, 200
Agsociate Dirsctor, 48
Director, 43. See also Knudsen.
Priority Div., 111

Office of Under Sec. of War (CUSK),
61, 64, 107, 121, 156, 197, 203

Oklahoma City, 112, 170

Cmaha, 87, 89

gl “. ?W“
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Opitz, Fo M., 198
Ordoance Depb., 130, 196

P
P-38, 76
P-39, 76
P~40, 76
P~LT, 77, 112, 179
P-51, 225

Pace, Adm, B, M., Jr., 151

Packard Motor Car Co., 77, 185

Paige, Graham, lotors Corp., 186

Pastner, Gapt. R. L., 58

Patterson, R, P., 61-62, 106,

FBY, Navy afe, 76

PD-3A, Priorities Div. form, 142

Pearl Harbor, 107, 109

Planning Br., OUSY, 64, 100

Plant Site Board, 153

Plant Site Com., 49

Post Suartermaster office, 55

Pottstown, Pa., 93

Pratt and Whitney, 77

President (Roosevelt), 25, 31,
33, 36, }*6’ 1}8—1}9, &I-, 863
13k, 153, 184, 201

FPresident!s Program, 128

Priorities Div,, OFL, 48-49, 138

Procurement Div,, lateriel Comd.,
58, 195

Frocurement Sec., Materiel Comd.,
52, 195

Production Control Br., PES, 55,
155

Production Control Sec. (PCS),
Materiel Comd,, 147-51, 182

Production #iv., Materiel Cound,,
47, 51, 147-50, 181, 195

Production Div,, WDAC, 47-48

Produetion Div., OPL, 65

Production Engineering Sec. (PES),
WF, 52-53, 62, 66, 94, 97, 101,
109, 138, 140-41, L46-L9, 181-82,
195

Production Requirements Plaas Br.,
IrFs, 148

Production Resoureces Sec., IPS,
150, 190

Production Surveys Br., PES, 101,
138-41, 146, 119

Projects Essentiality Piv., 197

Projects Rating Br., Aircraft
Production Board, WPB, 205

Propst, Col, R, W., 189

Purchase-and Centract Br,, OUSY,
61, 63

Puzchase and Contract Sec., QUSY,
>

Purchases Div., OFM, 49

Q

Luality Control Sec., Procurement
div,., 195
Quartermaster Corps, 42

R

R-680 engine, 78

R-1820 engine, 90

R-~1830 engine, 90, 93

R=2000-9 engine, 185

R-2600 engine, 77, 186

k-2800 engine, 77, 93

R-3350 engine, 113, 226

Ranger Aireraft Div., 170

Rawlings, Col., E. W., 197~98

Raw Materials Div,, 48

Reconstruction Finance Corp.,
3(-1;{0), 28"'30, 37, ll-l’ 71; 98;

Republie Aircraft Corp., 76, 112,
179

"Request for Improved Lelivery,"
42

Requlrements Br, (IP3), 140, 146

Resident Representative, 210, 216

Resources Control Sec, {HCS),
150~51, 162, 191, 196~97, 205

kesources Div., Materiel Comd.,
129, 152

Resources Div,, Vi&D, 196-97

"Reuther Plan," 82-83, 115, 122

Reuther, walter, 82, 86, 115

River Rouge plant, 77, 88, 9

Rochester, N. Y., 170

Rolls Royee V-1650 (lMerlin) engine, 77
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Roosevelb, President, 32, 79
See also President.
Ryan Aeronautical Co., 77

S

St, Charles, Il1l., 113

5%. Louis, 76

St. Paul, 170

San Diezo, 77, 88, 179

Scheduling and Friorities Unit,
101, 138

Schneeberger, Lt. Col. Philip,
55-56, 6162, 67 (n 49), 68,
126, 149-50, 197, 209, 211,
213 (n 48)

Schram, Emil, 31 (n 22)

Scranton, Pa., 170

Sears, Roebuck, and Co., 47

Seattle, 75, 92

Second Hevenue Act of 1940, 34

Second Supplemental National
Defense Appropriation Act 1941,
30

Secretary of the Navy, 28-30,
35=36, 48, 10k, 200

Secretary of the ‘freasury, 28

Secretary of lar, 28-30, 35-36,
48, 65, 200

Selective Service Sysbtem, 153,
164

Senate Special Coumittee Investi-
gating the lHabtional Defense
Program, 99, 108, 1l74s See
also Truman Committee.

Sites Location Board, OUSY, 63-65

Smaller dar Flants Corp. (SWPC),
134-35, 196

Smith, A. O., Corpe, 94, 170

Snyder, John, 68

Society of Aubomotive Engineers,
122

Somervell, Lt. Gen. Brehon B,, 132

South Bend, 91

Speatz, Brig. Gen, Cari, 62 (n 42)

Special=facilities (SF) contract,
39, 21415, 217

Special Projects Br,, FE3, 150

Sperry Cyroscope Co., 95

I
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N
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Steel Products Engineering Co., 95
Stettinius, E. R., 46, 49, 102
Structures EZvaluation Unit, IPS,
55
Studebaker Corp., 90, 113
Superfortress. See B-29.
Supply, Priorities, and Allocabions
Board, 104, 114-15, 119

T

Tax Amortization Br., Facilities
Bureau, WPB, 203, 206

Tax Amortization Br., OUSW, 65,
202, 205

Tax Amortization Com., 200

Toledo, 185

Tonawanda, N, Y., 93

Tools Com., ASU, 141-4h

Tools Div., W/FB, 43

Tools Unit, IP3, 56

Trecker, Joe, 98

Trecker, Francis, 98

Trimbach, A. F., 53, 94, 155

Truman Cowrittee, 99, 174, 182,
See also Senate Special Coumittee,
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