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PRIORITIES AND THE PREFERENCE RATiNG SYSTEM 
• , , . .. 

'. " ' " 15 February i19~6 : 

GENERAL ARMB~"~ONG." " : " : 

Gentlemen, the speaker this morning is, in a s@nse, coming back home 
b e c a u s e  .in 191,1 he::'~as &n i n s t r u c t o r  i n  .the A~:my I n d u s t r i a l  C o l l e g e .  
He is pretty good. ':~I might as well tell you I tried to get him back here 
six or seve~ months ago, but it did not work. 

Colonel Hutchinson is the Executive Secretary of the ~ and Navy 
Muni t i ons  Boa~l~ He has been  on t h e  ANNB, o f f  and on, f o r  some t i m e .  
He has also been in t~e Army Service Forces , ~n Headquarters. He is 
p a r t i c u l a r l y  w e l l  q u a l i f i e d  t o  s p e a k  on t h e  s u b j e c t  o f  p r i o r i t i e s  and 
the preference rating s~s~em. 

• Gent lemen)  Co lone l  H u t c h i n s o n .  

COLONEL HUTCHINSON: 

• "Gener~l~ A~mstrong-o~entlemen 

It is a plea~are to be here this morning, at least it will be~for "~ 
the first twenty minutes, but the questi6n period I may say I do not look 
forward to with keen delight, especially when Colonel Bro~u~ is in the 
room. He unerringly picks the spot where one is weak in facts or 
reas onin 6 . 

Priority as applied to the systems employed during World War II 
means the preference of one need over one or more other needs. It is 
a discrimination against Various uses in favor of a particular use. If 
there is an abundance~t0 satisfy all requests., there is nonecessity to 
invoke priority but if there !.s a :scarcitY of materfals and facilities 
in a given tim~ period, a priority system is necessary to allow the avail, -~ ...... 
able materials and facilities to be used f.or tha more ess@ntiel uses. ~t~ ~ 
is fundamental, therefore, tha1~'-youJ6n~y use priority when thereJ.Is'- a 
shortage or a thr~6atened shor.~ge. .~ i :,; .~-~ " '~ 

In the summer of 19h0 when our .defense p:~-ogram increased to ~n.~ap=: " 
preciable volume, fit was seen. that', ;unless military orders were preferre~ . 
over the nonmilitary ~hey would, not be co~ple'~ed at the time desired. ",," ~:~. 
The facilities and tools available C'ould not produce at the same tfme 
all of the mill tary':'&nd civilian items deslred. - ; ~' 

In order that a military order ~ulg'ht be ~bagged so that it woula be • ~ 
produced first, it became necessary t0~'give~It a symbol denoting it as ~ 
such. As some military ~items were ~ore urgently neede~ than others, it 
was also necessary ~o have a series~'~of symbbl~ which would differentiate 
the degrees of urgency within the field of military items. 
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The Army and Navy ~itlons Board iln July 1940 organized a Priorities 
Committee to initiate a priorities system for defense" orders. A series of 
symbols was chosen, denominated A-l, A-2, down through A-lO; A-1 being 
the highest. These were called preference ratings. In order that there 
be uniformity in the application of these symbols to contracts and not 
have it subject to the whim of the contracting officer as to what he ~: 
considered the most urgent order, the Joint Board of the Army and Navy 
compiled a llst of needed items divided into ten categories, the first 
containing the most urgently needed &nd the last cove r!,r ~ the least urgent. 
Contracts calling for the production of critical articles in the first 
category were entitled to be assign@d a prefere~nce rating of A-1 and so on 
down the llne. For example, items required to complete the equipment of 
the authorized active elements of the Regular Army ~ were Included in A-l, 
as were items essential to the ~ upkeep," repair, alteratib~ and operation 
of all existin~ ships. Every contracting officer was Of course anxious 
to get his contracts completed on time and so, although the preference 
ratings were to be placed on contracts for critical Items;br~ly in" the 
designated categories, in three months time so many contracts had been 
rated A-1 that it was necessary in order to bring a semblance of order, 
to divide A-1 into A-l-a, A-l-b, and so on, down to A-l-j. Aol-a was 
at first reserved for supplies for machine tool builders as~the tooling- 
up program was at that time of the first impQrtanc.e. Another example of 
the pressing need for facilities was that plant equlpm~nt for~producers 
of destroyers and light cruisers was found in A-1-.b, although the ships 
themselves were only entitled to an A-l-c~ The document which listed 
the items entitled to dlfferent preference ratings was called a Priorities 
Directive which name was used throughout the war. ~ 

• • In recognition of the fact that preference ratings should only be 
~ used ~here articles were scarce, the Army and Navy Munitions Board 

ipu~l~shed a Priorities C~itical List which was amended monthly. It 
~ enumerated military artlcles , commoditles and component's of which there 

, w~ a shortage; and unless the item appeared on this llst, an order for 
i~ i~ could not be given a pr@ference rating even though it was included in 

• a broad category in the Priorities Directive. 

When a contracting officer placed an order and wished to gi;ve it a 
• rating, he first consulted the Critical List Let ~us assume that the ; . o 

.... contract covered aircraft machine guns, caliber .56. He found on the llst 
~ chine guns: . all types and calibers wit h mounts , sights and tripods. 

/ He Was free, therefore, to rate the order; and. examining the Priorities 
Directlve he discovered ajircraft machine I guns;" caliber .~0 under a 
certain category, say A-l-e. The contract with a rating of A-l-e served 
as a notlce to the supplier that preference must be given, if necessary, 

• over contracts of lower rating to meet the delivery*date. It did not 
• mean that work on lower-rated items need .cease if that was not necessary 
, ~ •in order to meet the delivery date. It was imperative in the interests 

of 'successful product io D program con%rol tha~ completion dates.be set 
in acc0r~lance ~wlth proper scheduling, that is# no earlier than •actually 
required but too often that was not observed, " " -- 



Preference ratings were iass igned by-the'~ issuance of, ~ ra~Ing certificates 
signed by %he~ cozitr~ctlng officer an~ delivered to • the prime contractor. 

-..z If the prime could hOt'get the'necessary materials or components to fill 
~hIs order without a ~ating, he could extend the contract, rating to hls 
subcontractor but It took another rating Certlflcate to accomplish this 
and each certificate had to be countersigned by an Army or Nav.y ~ officer. 
• Thero~JeCt of the'countersignature was to prevent~the rating of more 
materials than:.were ne'c'essary to fill the order~ and'~ the ~ fixing of a 
delivery date earller~ than a~tually required. A8 many.~of you know, the 

; number of these ex~en~.~on certificates ~rew by leap~ and'. bounds so that 
some officers dld.mothlng but countersign all dayvlon~. ~Naturally it 

• -was-impossible, under~-these'~Ircnm~tances, to do-any real Checking of 
delivery dates or quantities" ordered.. In the springoof 19h2 the neces- 

' -~slty of issuing, thez'e extension certificates ~ras el1~nated and contractors 
and subcontracto.rs were authorized to extend ~tings by a certification 
on their orders. ~. • .. - :  , 

• At the same tlm~ the. Priorities Critical List, which had expanded to 
resemble an encyclopedia, • was mbolished so 'that ratlr/gs thereafter were 
not limited to particular materials and components. 

. . .  . . • 

• "Ata mu~h-later tlme the Services were given the option.of doing 
away wlth a quantity' of paper work by using s~ indorsement on the contract 
for the assignment of a rating rather than "us:Lug a 'certificate. Some 
bureaus and technical service~ preferred to ~t~in the ~certificate 
method In the ~interests~of control.' .: ........ '~: 

• ' ,;~. "~ . . . . . .  ,,.., 

After the ratin~ A-I was subdivided, many contracts wlth the lower 
'ratings, A-I-~, etc., ~ere ~elayed in' deliveries due. tu precedence of 

• other work be~rlng a h~er .rating.. As 'Is'.ma-'~ural, the con~ractlng of- 
flcers responsible for.these contracts .~ere'anxlous to have them.elevated 
In ~rgency a~g .the Army and Navy Munitions .Board Priorities Committee 
was and continued to be for ~ny months overwhe]_med with requests for 
higher ratings ~n~ particular prime and subcontracts and also whole ~, 

• programS, A ratting higher than that allowed b~ the l>rlorities Directive 
was called ~h <>u~-of-llne rating. Thls Committee had ~0me hundred Army 
and Navy.off.$cers" screening .these applications to deteam~ine actual urgency 
and inter~6~enc@ Withother ~ord~rs/and programs. 'Each ~ivlslon of the 

. comm~'ttee gaS headed by a n ' A r m y  and Navy •officer sitting ~side by side. 
All approvals of the•granting .of an out-of-line rating had [to be con- 

.... curred~ in by~:~oth.6fflcers.. ,"In thi~ w~y Jr.'was posslble.:',to ,keep informed 
• ~ of the .Interference of ~n ul~rating' of a Navy ord@r:~ith a~ Army contract 

, :and w$ce versa, . . '  Colonel N@Is a~d 0ommander Freile.'occupied positions 
• - of respons~bill,ty on :this' 'commerce and are more conversant :with this 

. . . .  -type Of actlvi~y than I am. " : 

~ "  It took a year and'one hal.9-:wlth thls,:upratlng activity going on for 
; :the A-l-a ratlng band t~O get so full that t~%ere was no selectlvlty left 

. ,: .~u:-~nd. ~n%erfe@elicesln the ~ band 1-~s'elf were irinumerable. The solution took 
::~>~~ the.~'0rm of ab611shlng~:the slngle A series of-ratl~gs and~'Idstltutlng a 

"'. i~ double A series 'AA-I, A~-2, 3, ~ and D. A new Priorities Directive 
approved by the PresIdent was issued in June 19~2 whlch, in general, 
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provided that 50: percent: of. the. 1942 military program might be kate~'~AA-i 
and the remainder.AA-2.. Materiel ~nd equipment needed for later programs 
were placed in AA-3 • and~. Each bureau and technical sBrvlce ar~l the 
Army Air Forces were required to submit catalogues to the Prloritie~ 
Committee for ~ppro.vel settlng ~out the ~It-ems it' desired to rate AA,1 
a n d  A A - ~  . . . .  - . -  .: , ., . . . .  • . . . .  ~.. .. 

c ' I t .  i . s  n e c e s s a r y  t o  d i g r e s s  , f o r .  a .  m o m e n t  a n d  m ~ n t i o n  t h e  c o n t r o l  

• agen.cies ~ for. th~ operation~ of. the. priorities system, The system in-. 
augurated by the-ANMB in the s~m~er of 1940 was ant.irely v.oluntary and 
mafn~facturers:w.ere not. compelled to comply.. In the fall• of. 1940 the 
Advisory Commission to the Council of National Defense organize•d a 
Priorities Board, comprised wholly of civilians, to have cognizance 
of. all priorities bo,th for the military-and• civilian; orders. The 
P r~sldent delegated, to the, board the .power which he had received by 
statute to enforce mandatory prlorities.. This power was given to the 
Office of Production M~nagement when it was formed in 19~l and later 
to.~W~.r ,Productlon Boa~xl when it succeeded .OPM. Each of these agencies 
delegated to the ANM~,, the right to prescribe, and assign preference, ratings 
for military, contracts u~der r.egulatlons issued by themv~ . .~ 

Each of these civilian agencies during its existence prescribed and 
issued ratings for civilian and indirect military production. They, of 
course, had the .right to use the same ratings as were bein~ applied to 
m.illtary contracts as well as ~o~er ones and the ANMB we@ed, a contlnual 

..struggle to keep. as manF,.clv-llian r~tlngs as po'sslble, b~iow ~he.p'-lar~ of 
tho, s e.asslgned to. military orders:. As,might be expec..~e~.'_theArmy,.and 
Navy. were nevez:wholly suocessTul. :. - .~.~ ...:- ~. 

. , . .To revert to the e-voultion of preference ratings, the next and~ last 
m~J~.~,~:change Occurred in 19~ .;. At" that time WPB agreed that the.-ai:rcraft 

:_.p~ogram generally might be rated AA-I.. Sixty percent of the req~ulr-ed. 
~,.. prodactlon of equipment and supplies in the Army Supply Program.'was:.;also 

siven this: rating on the theory that this amount would be used in' abtlve 
.theaters in" any.succeedlng six months. Thls.was not limited toahy:"-. 
one. Army ~up~.ly Program and therefore constituted what was: called a~ --. 

. ~,-roll-lng .barrage which always' kept 60 percent of the progra~. In.~ A~-lx, 
.~..: .This-was 60 .perce~.t ,.of.-~-he-~oi!lar, value of the :program and notl 60:;.percent 

of. t he~. n~lm_ber: o.f-each item; aD.@~,~he Technical Services we.re allowed to 
de s.ignate that .po.rtlon of their,,.p..rOgr~m_~ to be rated AA-I. "The Navy. was 
given the right to rate AA-I all materials supplies and equipment for, all 
combatant .vessels shown in the Bureau of Ships Progress Report for 
completion in 194~ an.d.~ ,l~,~ .. You will re~.dI%, y appreciate .the: fact that 
• -as S h£ps were complet~d.:.the-amount of shipbuilding authorized .at-.AA-l 
kept[d:ropplng and.cur..rez%t.~:work, on 19~9 shlps,st.ill~remalned i.n the second 
rasing ,band, This. condition bec_~m~ so acute in the fall of 19~3 tha,t/WPB 
authgrized a rolling-.~arrage for, the Navy.with .a continuous •flow of. ships 
Intg. AA-i rating by ,ha~ing new co. nstruction~movlng .from• lower ratlngs as 
it reached a certain degree of completion. As the new rating took effect 
as of the date of the assignment of the old rating and this was well 
known to the shipbuilder at the time of the signing of the contract, 
all of these ships for all practicable purposes had the benefit of an 
AA°I rating through the course of its construction, 



i "  
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After VE-day the Military was given the privilege of usin~ a new ~M 
rating for all of its procurement. Thls rating was superior to ~&-l and 
the old series. As a matter offact,the Military (Army & Navy) prefer 
to use an MM rating on all its procurement even now. 

Soon after war orders began to flow in earnest it ~as found that 
manufacturers of shelf items and common components, such as fractional 
horsepower motors, bearlhgs, nuts and bolts and .similar items,, were bogged 
down In paper work relating to preference ratings. Thousands of ratings 
would be extended down from different contractors to one manufactur@r' of nuts 
and bolt s. He would in turnhave to basket these ratings together to . .  

extend for.the procurement of steel. 0nly the same class of ratings could .~ 
be grouped on the purchase order. The buyer of the bolts want~ed,,them 
immediately and therefore they had to be kept in stock but the manufacturer..., i" 
could not keep them in stock if he had to wait to receive a rating before ~ 

he could place a rated order for his raw materials. This condition, led : 
to.~%he creation of what has been called a cow rating as opposed to a horse 
ratln~. The horse rating Is the one that is given by the Military to the 
prime contractor and which he extends to his subcontractor and which is 
extended p~n down through the chain of .contractors till it hits the brass 
or steel~Jmill. The cow rating Is one authorized" directly by W~B to 
manufaeturers-~f common component~ and shelf items whlch they can extend 
for mater i~is without b0therlng about the ratings received on orders placed 
wit~ .them'j" • . . . .  . 

. i';~Thls type of'ratlng has .been~n inherent ele~nt of the Defense Sup- 
pli'es),-Rating.Plah.,, production Requirements Plan, and Controlled Materials 
Pl&n%~hich will be discussed by subsequent speak e.rs. . ~  

• • . . . • • .. • . . .:. . . i 

"": Anotl~er effort' to reduce the paper work :involved in the 4x.tenslon of 
preference ratings was the Institution of the Preference Rating • Orders, 
popularly .kn0wn:,as,P~orders. For instance, the aircraft industry was 
engaged solely or~ mllitary Pr0duction~ It wa~3 a useless .gesture to compel /.'• . . 

alrc~aft manufacturers to institute the controls and.procedures-n.~cessary 
tb extemd a.ll of the Var'ious.reting s %hey received. Therefore, WPB 

. fssued a .P20r~er which authorized.all aircraft manufacturers to use one 
'rating when they wished to procure their raw.materials. 

At the inception' o~ the pmef.erence rating sys.t.em a contractor could 
use the rating 0n his contract to secure tools, equipment and to construct 
a facility, l%':~as soon:f'o~nd .that this. was capable of wide abuse. It 
~has been •told that one manufaot.ure~'built a mllllon dollar factory using 
a prefer.once rating which he had received on" a $900 order. To prevent 
thls type o~ operat~ion It was necessary to ~Chinge the rules to provide 
that a contracto.r~n eding eouipment .to"6omplete military contracts was 
required to go-to_ hls contracting .officer to secure a rating to be used 

~, solely for the procurement Of the. neces~a.ry tools and equipment. In 
~.thls way it was posslble to check t~e ~ssentlality of Such equipment. , 

..... I~ was ~fel% that constructlon#,~bfi~'the other hand, needed a central 
[cont~pl and underl new rules and, therefore, all applications for a 
onst .ructian ratln~ which was related"to the production of a munitions 

item :~as f~ele'd" ~o the ~Pri0rltles Commlttee of the ANMB. Here the 
-.f - , •. • / 

• . . . ~ .  • , .  . f . .  • . : . . .  . , ,  
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plans and drawings were examined and the bill of materials was screened. 
If a rating was issued, it was in the nature of a projebt rating which 
might be used for all equipment and materials for the Job. The k~PB 
later took away from the Military the right to issue construction 
ratings except in the case of c omm~nd construction. 

A manufacturer was also barred soon after the initiation of preference 
ratings from using a ~ rating he received on a contract for the purpose, of 
maintenance, repair and operating supplies. As the maintenance of the- 
industrial machine and contributing services, such as railroads, was" of 
equal urgency with the production of the most needed items a system was 
ewolve d whereby under the authority of WPB manufacturers of highly-es- 
sentlal items and services of llke degree of essentiality were authorlzed 
to ~ use the top preference rating to secure these supplles." A sacond 
grouping of other producers and ~ services was empowered to use the second 

~ highest rating for this purpose. Allwere limited to a quarterly dollar 
quota based on past purchases. 

'L 

From the first Priorities Directive it was understood that a system:of 
preference ratings to be applied automatically Could not anticipate all . 
bottlenecks that might arise, or solve conflicts between several orders ,,:. 

bearing the same rating and the same delivery date requirements. An" . 
emergency rating was provided to be granted on special application for ~ 
individual orders after 4nvestigatio'n and weighing of various ~ factors 
of relative urgency, degree of Interfer.ence, actual delivery requirements , 
alternate sources of supply or substitution, When the base ratingswere 
in the A .series AA was the emergency rating, followed by AAA when base ~ ~. 
ratings were A~rl, etc. These emergency ratings could only be issued ~ 
by the Special Ratings Branch of WPB. Attached to this branch and 
physically located with its members were a m~mber'of Army and Navy of- • 
ricers who screened each request, cleare~ ~with the opposite" service, 
and presented it to WPB for approval of the issuance ~ of an emergency - 
rating . . . . . .  

So long as mun%tions could be produced with interference oniy/with 
unrated "business as usual" orders, the preference rating system alone ~• 
was sufficient. But ~when the munitions program grew to such size Shat • 
there were not enough raw materials and manufacturing facilities even 
for munltions~, other controls were necessary. At this point a great, cry 
went up that preference rat in~s had failed. They had not 'failed t0~do '.. 
the job for which they were designed, that of differentiating between 
degrees of urgency. Preference ratings were never expected to limit 
the amount of procurement to the,materials and facilities available. 
If you ~remember nothing, else fTom what I said this morning, I trust you 
will remember that statement', especially when you hear some other speakers 
on related ~control plans. , 

Nor were preference ratings designed to perform the two remaining ~' '~ 
functions of prioritY.Control , namely, that of directin~ the flow of 
materials and services as to provide for themost effective production of 
war requirements :sec0n~ , that of dive~ing resources from nonwar. ' t o  
war production. T~e ~ first implementing control~ along these lines were the 
"M" and "L" orders. ~Z~Th~ "M" or material orders.restric~ed the use of, "~ 



materials by prohibiting cer~Inus4s~and~allocat•ing available supplies 
to tke.most important, uses. "L"~or limltatlon orders, restricted produc- 
tlon, sale or delivery•of, products an~also effectuated standardization, 
slmpllflcation:or i~strictions on~q~ntities of material~-:used in permitted 
production.. " ' . - . .  ' : ~  ~ :  " 

I was found after a time that these were not s~fflbi~nt and finally 
CMP was inaugurated to keep procurement within the bounds of available 
materials. ~ 

The use of mandatory preference ratings had a result 'that was not 
immediately appreciated at the time they were instituted. In 19~0 and 19~l 
there was a great reluctance on the part of industr$ %o @lYe up profitable 
peacetime business. Preference rated orders which had to be ac.cep ted by a 
manufacturer solved this problem and was the main factog~in the great 
transition from nonwar to war production in that period. 

That preference ratings were the best means of performing the Job they 
weze'Eiven, that Of getting the most urgent ozder outfirst, isevldenced 
by thefact that ~rom the summer df 1940 Until,the, end of the war, despite 
all changes in methods of-materlals and production controls, ratings 
remained an essential element of every plan that was adopted..~ 

I thank you. 

GENERAL API~BTRONG: 

Any. ~ questions, gentlemen? 

~C 0Lo~ . 
. . ~ o u  w e r e  h e r e  a s .  a . - s t u d e n t  

Augustvl9~O. On graduation you 
lectlon is that you played with 
that time. Now why did not you 
difficulties ? 

COLONEL HUTCHINSON: 

q.~. ZI• . 

• ° 

in the Army Industrial College In 
were assigned as an instructor. M~..recol- 
priorities and. preference ratings ~ll of 
foresee, during that period, all of these 

There ~were many things we did not foresee.in 1941. 

' COLONEL BROWN: . ': :~:~.i "i'~ 

He admitted that his lectures were usually the subject of frequent 
criticism. It seems to me that with three or four years of ~ delivering 
those lectures all the. kinks should be ironed, out by now. 

A STUDENT: 

I would llke to bring out one point in connection with preference 
ratings for spare parts for dead-end equipment. 

'~, ~i' 

• .. .The. War P'roduction Board made us certify equipment as "dead-end" 
before they would give us a preference rating at all. I think it would 
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,.. into because if too long a wait for. the stuff, 
_..ithey do not want the things. 

COLONEL tKJ~ttINSON: 

be much better if they would take into consideration the lead time because 
all of our stores had to go through a storehouse .in order for them to 
be issued. We had to have a lead-time of aP~rOXlmatel.y onexear to get 
the stuff out into Zhe Southern Pa5ifie. That IS what they ought to go 

finally theyLw~ll find 

Was that automotive equipment? • 

A STUDENT: 

Yes, sir.. 

~i ~ !.-coLoNE L .HUTCHINSON: 

"[ 

They did that because of the/great need of spare parts for civilian 
automobiles.• As a matter of fact, the demand of the Military: for 
automotive spare parts had been so great that the shelves of the stores 
in the country had been stripped, so that the civilia n garages had 
practically nothing left . . . . .  

A STUDENT: " ~. : : '~ 

The civilian garages, of course, do not have to" h&ve all those spare 
parts that we need. They Gould.get out of it by giving us .the preference 
to take care of the lead time because--for instance,' "if I was going to 
run my storehouse in Joliet, well I had to get my stuff~ in there fully 
one year in advance in order to get it to the South Paclflc when it was 
needed. When a Seabee battalion was sent there we had .%° antlcip ate~ its 
needs one year ahead. We all know there cannot be a long time of waiting 
for the stuff to come up. 

COLONEL HUTCHINSON: 

Yes, ~hat ~s Correct. 

A STUDENT: 

Colonel, so that we can all understand the situation, .just'~hat is 
meant by dead-end equipment? .... . .. 

COLONEL HUTCHINSON: 

"Dead-end equipment", as I understand it, is equipmen~ that~ :cannot 
run,-and is out of commlssion entlrelyunt~il the spare part or replace- 
ment par%~can be 0btalned for it. .~ 

.! 

A STUDENT: 

• shot too':.' ,:. That is right The stuff out there i~s usuallyall up~ .... 

8 - , . . L • , . 



A STUDENT: 

I would llke to ask, in the planning of that syAtem of ~i~rltles, 
what was goln@ to ~e'done inthe c&se o£ these l~ priorities.?...You would 

.,=T ~e~6~ :ge:@/~he. 's't~f. if •they kept "folio.wing that sYsti~m of priorities .... We 
have never had. that satisfactorily explained . . . . . .  

" C O L O N E L  H U T C H I N S O N  : , '  . • : ..! ~ .  :-=,? ' .  

. . .  2 •  , • 

- : < '  Exactly to ~ha~ situation are you :referring? ° "  " , : , ,  

A STUDenT: . .  . .  . : .  ' . .  

Well, if a man h a d  a shop full of stuff ~:[th AA-I rat in~s -: and .then 
some other contractor would have stuff•:tha, t he could get no. higher than 
an A-~ rating .and he-extended it down to the •gubcontradtors, and ~!t. was 
nec'essa'ry to furnish that A-3 equlPment,~ he never ~ould :6etl .arou.~.. to- 
.malting the A'3 because he fiever got, out. the lot . o f .  A~-I stuff, . : . :  • : :  

.. . . , . 

C O L O N E L  H U T C H I N S O N  : " : '  ~ :~ : " " " . . . .  : " " 
• . ' . . . .  : ' ' ' . ' F  ~ " "  .: ' " : :  " :  . j ] .  ; . 2 . .  . . . .  . .  : 

. - . :  • . . ,,.-° 

'~.That is :because at %:hat time there was no control on' the ~mou~t of : , 
procurement that was authorized. There.were actually m0.r~,'c~ontract s .' 
out, fromthe. Army and Navy, than could possibly be f&:ll~d fn the given 
time period by the facilities available or from the materialsthat were 
ava$1able during that time. Somebody' had to go by the board and. it was 
always the. AA-2 or AA-~ man. - In fact, .at. one time)=6r before the 
Controlled ~,~te.rials Plan ~as initiated~ there were more AA-~ .than could 
be completedand delivered by the time the~ were required to'be:: : 

A S T ' C ~ T :  ~ ' " 

Was It not that condition tJ~t brought on the ~reat scourge..of 
expediters to get the stuff ou t .i n sp.ite of the,'~ys%em? 

COLONE~:HUTCHINSON: 
- 

I t  n ~ . y  w e l l  b e .  

CAPTAIN: ~ E ~ n ~ G  

• , • .- - . " 

I would like to confirm what the Colonel brought up. 
: : <?/ 

• C- 

I, personally, think the Preference Rating S~stem is &~ittle weak- 
kneed to lean upon as a ~eneral control in war. As the Col on.el..poin%ed " >: 
out you build up these A-1 in machine tool plants, go in theOremSand 
everything eventually on the boaks was A-l, while the Ordnance program 
~,~hlch was A-1 at one time, ¢euld not get. anything. :directly', It can be ."~; ' 
applied, to a certain~ degree/~ In the start of a war--the military require- 
ments against'luxury civilian items, and things of that sort. [ :.~.. 

.. <.-.:=.. .:;':-, ... . .; .< " 
. : .... . ',""i • 



~ lI~thlnk the sound control is an allocation syste~ by Which the-whol~ 
pro~r4m~is ':brought forward in balance. Time after time We see one program 
ge't ~-a~--Air COrps, ~ Ordnance, Navy 0rdnance at ~ ~the ~ beginning of thB w~r-- 
and they were freezing out all other deliveries of machine tools and oc÷ 
cupying that favored position which led finally to a lack of ~ economy. I 
know, for examplej that the Bureau of Ordnance contractors who were order- 
ing in their ~O-mm program and 20-mm program ~ were"ordering sometimes 500 
or 400 percent more tools than they actually needed. So we eventually, 
on machine tools, went to the allocation system. We divided up the swag 
so that everyone would get a cut, based, roughly, on the orders they had 
on their books. 

Now I do not see how in the world any masterminds can sit down in 
Washington and say, '"We think this ~orlng machlne •ought to go to this 
fellow." •I think we have to have preference ratings. True, they do have 
a certain part to play, but I think it would be dangerous to let the 
students get in their mlnds--particularly those who are not familiar with 
It--that the Preference Rating System is something to lean upon as the 
basic control in the distribution of materlalj We did not ~ •dglt , 
remember, with our raw materials. We had to go to the Controlled ~ 
Materials Plan. With plant equipment we had to go to allocation. 
Pref.erence ratings broke • down completely In the distribution of machlne 
tools, and all other plant equipment. ~ • . : ..... 

For the '~" PrOduCts, we had to go on to Production Scheduilng,~ 

So, in the final analysis, while it has its place, I do not think ~ 
it is acceptable as a basic control. 

COLONEL HUTCHINSON : • ~ . . . .  • : ~ . .  

I do not believe, Captain, that priorities broke down on the job 
they were supposed to do. You say we should have had allocatlon, which 
is true, and allocation is a means of control of procurement. When 
a machlne-tool facility was allocated and so much was given ' to Ordnance, 
it meant they could buy so many machine tools; but in that allocation 
there was what amounted to a preference rating system by the use of 
urgency numbers. 

CAPTAIN KENNING: 

That is right. 

COLONEL HUTCHINSON: 

• ?7 ." 

In other~words~ the Contractor with the ~hlghest urgencynumber 
received delivery of his maChine tool first. " : 

The point I want to make again is that preference ratings are not 
supposed to do the whole control job in a war. 

- lO - 



C m T A ~  ' l i l ~ N . I N e , :  . ~ ' ~  "'" • ; - :  ~::,~,,; . - ' . -" :*~:: ".:'~.:- . . . .  : ~ .  ,-. : - .  ,~.~: .. 
' • . . ~  ~ : ~ . . ~ . ~ ' 3 ~ : : ~  : : .  . ,  + .  , ' . .  . . i ~ > , : - . ; .  +~ ~ ' "  " " $ U , :  .o - : L  ~ , . .  " 

. I f  i : c o u l d  s u m  i t ' .  a l l " ' u ~ ' * : { - n  ' a '  $ 6 r ~ : ' ,  I t h i n k  : t h e  b a s i c  p r i n c i p l e . . ~ :  .L, 
tha~ 'wi~h m~chlne tools R~ :~*.rbeht" was given to no~m~.l;itary uses and: 7,.~.~.: 
p e, rcen%: ~Bnt ~ to.th~:Miiita~y. ' "'We then cut that down between the bureaust 
a n ~  b r a f i c ~ e S  a n d  t h a t  s # s ~  ~ o r k e d .  ' , : . - :"  . . . .  ~,., 

I do not think the latter system would be. satisfactory because;-,i,t.w'..; 
would freeze out people who are lower down on the priorities llst. They 
cannot get any higher at all. They cannot even set their p;llot ll.hes.tO 
igo into ~roduction. I do not think any virtuoso can sit down in Washington 

J~hd ~a,yr~iN!i amg~in~ t0"g@t the turret lathe to go on,to that fellow." I 
thlr~' tlie~ md~t b'e~ii"al;i~cationwhlch glees everyone a shot at. the wklte 

' " " ~  ' + ( ) W l . '  ' ! " "  *;~ '- '  ~ " "  " : " + ~ " ~  ". ' " " ; ' ' . .  ~ ; ; :  

G ~  ARMBT " : "  '~ RONG : '  ~ : ' J  " . . . .  . ,:.~,~ .:" • ' 

• . .  ,~.... . . . . . .  : i ,  , :  

I think, .~n.d4fd~e of our ' speaker here,, t;~at--at .least:he did to me-- 
he made it pretty clear that he was talking abont preference rating as 
only one tool. He admitted that it was not the panacea for allthe .~ 
Ills; there were some other things that had to b e  done. 

• . . :  . ~ . / ,  • . ~ .  . , , ! . - , ~  
. . ..-, . : . . ? , ' ~ . "  : ~ ,  . , , "  , ' ~  • ( ;  ' . . : .  

. . . ~ . ,  . , ,  : , .  • . . .  , ; ' .  ' .  . 7 . . . . , . , ~ "  • . . . .  , .  , 

~<" " l : ' m a  sure i r~liz~d • that~,,bu%"-I w a n t e d  t O ~ m k e  'certaln>the,:students 
" d i d .  . . . . .  " "  "~ ~ ; ~  - : .  "~:'- : : . . : . ' : . , : -  , . : : "  > . i :  , . ' ,~;. ,  : ' " . '  , ' i  .,~,:.. ~.,~:~.~::...'.," ......:.~ 

. . . . . . .  ~ . , , : , "  ; . .  J; .~f : i I .~ 

GENERAL ARMSTRONG: • . ~ : : ; , '  . . . . . .  , ,  . : ' . , ,  ~>: i , . '  ~ ' . :~ .. , , . , :~'~"z::,  

• " ~ : "  C6~l6ne~"Hutch~rm'bn wha£r~wao ~ a % . !  y o t ~ - B a i ~ " ,  y . ~ "  wahte~ ev~d~ to 
y f om . . . .  • . . . . . .  - . . . . . .  a h e r  . : . :  < : ~ : ' .  ' "  , ' . . - ; ; ' : ~ : - ,  ~ , ~ ,  - - ; .  . . . . . . . .  " j , ~ . . . . v L l ~ b  

- : : ' .  • " ,  ' ', . . J ' ? . ; : ;  ~ . i  . £ ; ~ *  .L L+' ; "  : ; q  , ' : - ~  c . : ' . ! ' . i  : : ~ : ! J  °<~;Z:;, ~;; ' . :  " ,g 

; , .  , . . . . . . . . . . . .  c - ~ , .  . ~ I z E / l ~ ; i : J - i  <: I f ,  -'7<'+. ",'. : . '  . ' , : ' . : ; f ' ~  .. '.- ',d . . , '  * < ; i ; ; : ~ , . ~  ~ 

• T~a% ~' pref:erehce"r~in~s:'~i~chd~"~.~1,1 ;-. they d i d :  not ~ a . l l  .~r~ t e h ~  4 ~ . b :  

they were designed to do, that of differentiating between urgen6ies. 
The#:Qier@" r~t desig~ed;tO'=contrbl th~ '+ ~FO~&I'" amo~ ~ 6~ p~curemen~,l 

v , .  . . , , ~ , : ,  . . . . - : t  . -  ; . :  ~ . "  " .<3 , .  " ~ ' ~ . . . : . , " ~ u . ~ -  " , ' 0 ~ < (  ~ *_.~ 

GENERAL ARMSTRONG: 
" . ~ L ~ : ) T : , . ; ! i  . . .  L . ) : ' . .  

Then your, next statement, I think, was that other controls were also 
needed. . ,  . :.. n ,  , . : .  . ; .  ; . : ' ~ " :  . ; : : '  ":~,~..~ u':~-~,',~:. ..,,n.:.:'.", . 

COLONEL HUTCHINSON: 

' "' ~ Tha~ i's' COrbeL, :"-'in"the' COn~'~ol~6~i ~ 'Ma~Je~1~i~ ~lan,. wNen for instance, 
they :would .............. all~ 'so ~ much, s~l'-/:Irrh~@s an~ hlum.Cri~, the, Ordnance ~Depert- 
merit for a quarter, the Ordnance Dep@~rfC:'h~d~.<~.~ak~ • Up:".~ts mind:.~hat 
it wanted done with that and how it was to be used. But the same pref~ 
eren~e rltlngs~ wereused on all the orders that 0rdr~c@l~.~Ut'~, :1~t>',~ 
went on down the line of contractors and governed the time in which those 
orders-e~d In~~dellvered, Which Ones- sl~oul~:rb@'~ &'~l~ered ",~i~:st. "-~ 

-- "ll - 



The Preference Rating System was used with everyone of those con- 
" trols. When you gave Ordnance a certain a!lqcation..for a qua~er, ..of 

different types of. ma, ch~r~e "tq6-1s and the ~c6ntractqr%-b~'.vi=~ :d,~ff6~r~t 
urgency numbers,.L£h~.'~in']w&t~ the' highe'st: ntun. b4r • i0.t/h.i~ ..t~o,ls.,~ f~"9St ~, 

• As: I understand,'it, if.thera~ were more ntnnbe.~,, ~ o.r..~.co~tz~ct~s with 
::~,,,~:urgency numbersdesiring that type ~ "of tool within "that period than could 

be manufactured in that plant, some of those men. with.-lower urgency 
• c 

~,get " ' ..... ' ' ' numbers did n~t anything,,in that"quarter;" .%..?::: .--. 

C T   • fNCi • ' : " " • 
• -.. ,:;" "~ ~,"' " .~ ".~ L:"::.~. ' " ' 

:.,-~.r ~ ' - '  ' T h a t .  i s  r ' i gh~ ' :  .But  Ordnance"  ' ~ i d  M v e  a C h a n c e  ...to, g e t  t o o l s  T b r  Wha t -  
'e,ver~ they • considered most impo~taflt, But+ in one period Army 0rdnance 

.~.!~::-had noc,hance to get tools simply because they were 'way down on %he list. 
Navy Ordnance and Air Corps put pressure in high places and ~hey/~got their 
A-l-a and the other claimants were closed completely out. That is the 
principal danger of the straight Preference..Bating,System against an ai- 
location system, which gives • e ve~on4%c& fair consideration.. : 

A STUDENT:: - '~:~ ' - ..... • :~ " 

Based on my'experience it seems to me the basic cause .of.'.,thd.~fai'l~re 
of the PRP and finally going on to CMP and in .the allocation of machine 
tools was lack of an over-all planning division for the ~technical sere.Ices. 
Nobody did the over-all planning.function': I was wondering if there"i~ 

.:..any,:thoug~t b~ing" 6iven to using the fundamental principles of industrlal 
plant scheduling as controlled and handled by an over-all plafinl-ng: " " " 
division for the technical services. 

• : . • . ,. " •L: "J." : " 

I would like .to expand and :m~ke'~y point cl'earer: We :aTI~ know what ~ 
deli..very ~a'.%es are required, We all know the beginning dates of p roduct.lon. 
We all know the lead time required to get the machine ~qels[ ifi~] the 
plants. We also know the lead time required to undergo plant changes, 
It seems to me we have no over-all planning div.ls!on at ~thls...~Ime~ :and in 
getting into PRP we would have go~ten ~he :prod~cti0n..jo~done,..fad~er, '~ 

N o w . . ~ w o n d e r  If.lthere ..is any, thought be~lng given to that in the 
higher e~i~l'dns"abbve the technical services? '. 

• ,° •• 

COLONEL HUTCHINSON: . . . . . .  : ,: - 

~.:~ . : I  cannot ~nsw@r~that question because I am not in A.S.F . . . .  l 

. . . . . .  . :  - ' j ' . :  . . . .  . 

A STUDENT: 

Who would control, that?' .Why w~uid not ~he Army ~nd.: NavylY~n[tions. ~i 
• _ planning ~i~is.~en.f~9 the"' 
hnlcal Services in the n x~,i~ar.? '.'"- ,: i} • ~ :: '"" :: 

COLONEL ~U'I'CHINSON:: . • ,- ,., ~ " . :~ '. " " 
, .'./ • ' .~ : " i.-.~" ...... ' :!~'~.." '. "~"" ~'" 

- i.~" '~'" .":'"~ ....... . :,.. ...... ." ~ 

~: ,:.The Army and Navy MunitiQns :Board"qs: ~ot" ~n Op'erating agency. 
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A STUDENT: 

.... That is the poin~ I am trying t6 make. 

' COLONEL HUTCHINSON: 

The basis on which we are proceeding now is that the Army and Navy 
Munitions Board may lay do~ broad policy, but that the actual operation 
is performed on the army side by the Air Forces and Service Forces. 

GENERAL ARMSTRONG: 

That certalnl~ ~ould be taken care of in the new Supply Division of 
the General Staff of whlchGeneral Lutes will have charge. But I think 
that point should be made in these reports that come out of this College, 
pointing out the need for it. 

COLONEL NEIS: 
+~ . . 

I have a little thought to throw intothls disc~sslon. The 
advocates Of the allocation system should, I would thlnk, bear in mind 
that the machine tool industry is an industry peculiar unto itself. It 
is an integrated industry. Our experience in allocation, • so far as 
machine tools are concerned, are peculiar. I am not as enthusiastic as 
some are of the allocation system for end prodmctsin~flelds-~other than 
machine tools. 

Colonel, I am •very happy yo u brought out the fact:that priorltles 
Were an indication of relative urgency, and t~t the Controlled Materials 
Plan, or any other allocation plan, would not have worked unless wehad 
some indication of the relative urgency of the en& product, 

COLONEL BROWN: 

If we keep on talking aboutmachlne tools Captain Henning is not 
going to have to deliver his lecture. 

A STUDENT: 

It seems to me there is one more step we have to consider in our 
controls, with CMP, and that is even though you have A-l'a on your 
order, and you have an allocation down there, you still do not tell 
the manufacturer of an article that g~t9 4,OOQ A,l~a orders, what 
relative urgency your order bears. 

COLONEL HUTCHINSON: 

You m ean::wi%hln':A-l-a'. ' ~' '' 

A STUDENT: 

.." °. /,o 

• i'," . 

• + • 



A STUDENT: 

T,hat's true. But we also had relative urgency of various projects 
that material was going into which the contractor had no knowledge of 
whatsoever. There was no indication to him at all. 

COLONEL HUTCHINSON: 

Did you have the same trouble under CMP? 

A STUDENT: 

Yes, that was done by giving each manufacturer a priorities llst of 
Army and Navy items in the order in which they were to be turned out~ 
He did not know what his precedence rating was with respect to some other 
manufacturer, but he knew within his own district. 

COLONEL HUTCHINSON : •,~ 

You had your Own • precedence list and you simply broke dow~:.AA-1. 

A STUDENT: ~ ~:• ... 

No. We gave them actual numerical ratings. ,, 

coLo % mTC INSON.: ' . . . .  

• However, the numerica~:ratlngs appliedwlthin separate rating bands 
s.e t h a t ,  ~ r i t h i n  one r a t i n g - o n e  o r d e r  was more i m p o r t a n t  t h a n  a n o t h e r ~  
it had a higher degree of 'selectivity. : .< 

COLONEL BROWN: • • • 

. Jus.t for ciarification,, when was it first realized ~hat orderly 

production:~as dependent upon procurement controls 'as well as preference 
ratings ? " :: ' 

COLONEL HUTCHINSON: 

W,~]?./ I think some people realize ~ it from the first. 

." ..'- j • 

COLO}!LL I~.~ %U~ ~: • 

.: ... 

-I 
• 1~i"~-~ ........ .'~'~ P.R.P. instituted? : : : : , 

COLONEL }~0TCHiI~TSON: -- 

In 1942 ;"I ~hlnk it was .in the second, or.. the third, qua rter..<~. 

COLONEL BROWN: < .... . ., 

I still want to get back to this first questi0n: Why did not we 
realize sooner something like procurement control was going to be 
absolutely necessary? Why in the world did" w@ .h~ei to wai~ So..:.long? 
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A STUDENT: 

Colonel, I think that can be best answered by asking you, when we 
entered into thls War, whether we knew we were' goln~%b b~ the Arsenal of 
~emocracy and that our requirements were going "~o mount to ~such staggering 
proportions? ~ 

A STUDENT: ~ ., 

Well I, for one, realized that We realized It before we got into .. 
thewar. We were already the Arsenal of Democracy. 

COLONEL BROWN: 

I think ther~ was no understanding we were going to produce in bil- 
lions of dollars as we did. When I first came "5o the Army Industrial 
College I can remember a great many of the form.~r students were beating 
their fists and telling how they had revised the Industrial Mobilization 
Plan, the I.M.P., because It was physically impossible for them to implement 
an army of three million men within the remalnl:~ short time originally 
contemplated. 

I really think most of this trouble has arisen due to the fact that 
there was no definite understanding of the problem we were going to en- 
counter during the war. 

Colonel Hutchinson, I apologlze for that question. 

COLONEL HUTCHINSON: 

That Is all right• 

CAPTAIN HENNING: 

Some of the contractors received more machine tools and supplies 
than they needed simply because their production schedule Was falling 
behind. The Industry Integrating Committees came in and helped out on 
the ones that had the lower urgency ratings by transferring the machlne 
tools and supplies to some of the plants that could not produce the 
quantities that the Integrating Committee was taking care of. 

GENERAL AR~TRONG: 

The class has not heard about the Integrating Commlttees yet. I 
think we will take that up later. 

A STUDENT: 

Basically, I do not think It is very difficult to clear thls thing 
up if a person realizes thatwhen there are priorities, they are good 
only when there is enough to go around. That h~s been the trouble. 
Priorities are always based on scarce articles; there wash or enoughtto 
go around. 

- 15 - 



COLONEL HUTCHINSON : . : .... " ~ ...... ' ." 
":~ A - 

I am sorry but I dls~gree wit~ you on the point thatpriori£igs.: are...: • .  

good only When there is enough to :go around. When there is enough • to go 
around priorities .are not needed. It is only when somebody has to be•put 
off and: not given what he wants at the time he wants it .that a preferBnce 
rating system to establish relative urgencies is essential. 

L 

GENERAL AI~TRONG: 

We seem to be getting into the problem of semantics now 3 so I guess 
it is about time to let you go, Colonel. I do want to thank you for your 
very excellent contribution here this morning. 

.,•. • . .: 
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