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PRIORITIES AND THE PREFERENCE RATING ‘SYSTEM
" 15 February 19&6 )
GENERAL ARMB”RONG‘ .
Gentlemen, the speaker this morning is, in a sense, coming back home
because in 1gkl he” was an instructor in the Army ‘Industrial College.

He is pretty good . "I might as well tell you I tried to get him back here
six or seven months ago, but it d1d not work.

Colonel Hutchinson is the Executive Secretary of the Army and Nevy
Munitions Board; He has been on the ANMB, off and on, for some time.
He has also been fn the Army Service Forces, in Headquarters. He 1s
particularly well qualified to speak on the subdect of priorities and
the preference rating system,

Gentlemen, Colonel Hutchinson.
COLONEL HUTCHINSON:
- -GeneraliAmmstrbng-zoentlemen

It is a plsaBure to be here this morning, at lsast it will be‘for
the first twenty minutes, but the question period I may say I do not look
forward to with keen delight, especially when Colonel Brown is in the
room, He unerringly picks the spot where one is weak in facts or
reasoning.

Priority as applied to the systems employed during World War II
means the preference of cne need over one or nore other needs. It is
a discrimination against various uses in favor of a particular use, If
there is an abundance to satisfy &ll requests, there 1s no necessity to
invoke priority but if there is a'scércity of materials and facilities
in a given time period, a priority system is necessary to allow the avail-

able materials and facilities to be used for the more esséntial uses. ;;@ng‘,f

is fundamental, therefore, that.'you: only use priority when there: 18 a
shortage or a threatened shortage. : LE
In the summer of 1940 when dur -défénse pﬂogram increased to ‘an ap-';
preciable volume, it was seen that ‘unless military orders were preferred
over the nonmilitary ‘they would, not be- completed at the time desired. -
The facilities and tools available could not produce at the same time ';
all of the military and civilian items desired : S

In order that a mllitary order mig ht be tagged so that it would ‘be .
produced first, it became necessary to'give it a symbol denoting it &as ° .
such. As some military items were rore urgently needed than others, it
was also necessary t0 have a seriesiof symbols which would differentiate
the degrees of urgency within the field of military items,



The Army and Navy Minitions Board in July 1940 organized a Priorities
Committee to initiate a priorities system for defense orders. A series of
symbols was chosen, denominated A-1, A-2, down through A-10; 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 list of needed items divided into ten categories, the first
contalning the most urgently neceded and the last covering the least urgent,
Contracts calling for the production of critical articles in the first
’category vere entitled to be assignéd a preference rating of A-1l and ‘80 on
down the line, For example, items required to complete the equipment of
the authorized active elements of the Regular Army were ineluded in A-1,
as were items essential to the- upkeep,” repalr, alteration -and operation
of all existing ships. Every contracting officer was ‘of ‘course anxious
to get hils contracts completed on time and so, although the preference
ratings were to be placed on contracts for critical items only in the
deslgnated categories, in three months time so many contracts had been
rated A-1 that it was necessary in order to bring a semblarce of order,
to divide A-1l into A-l-a, A-1-b, and so on, down to A-l-j., A-l-a was
at first reserved for supplies for machine tool builders as the tooling-

up program was at that time of the flrst importance. Another example of
© the pressing need for facilitles was that plant equipmént 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 difforent preference ratings vwas called a Priorities
Directive which name was used throughout the war. e

o - In recognition of the fact that preference ratings should only be
used.Vhere articles were ‘scarce, the Army and Navy Munitions Board
published a Priorities Critical List which was amended. monthly. It

'~.ﬂenumerated military articles, commodities and componenﬁe of .which there

.. was a shortage; and unless the item appeared on this list, an order for
, it could not be given a preference rating even though it was included in
.:a broad category in the Priorities Directive. :

When a contracting officer placed an order éhd'wished to gire it o
- rating, he first consulted the Critical List. Let ‘us assume that the

'41 contract ¢overed aircraft machine guns, caliber 50 He found on the list

"mechine guns: -all types and calibers with mounts, sights and tripods."”

'i{fHe vas free, therefore, to rate the order; and. examining the Priorities

‘Directive he diecovered alrcraft macnine,gune caliber .50 under a
certaln category, say A-l-e The contract with a rating of A-l-e served
as a notice to the suppller that preference must be given, if necessary,
over contracts of lower rating to meet the delivery date, It did not
meah that work on lower-rated items need cease 1f that was not necessary

. ‘1'in order to ‘meet the delivery date, It was imperative in the interests

of ‘successful production Pprogram control that completion dates- be set
in accordance :with proper scheduling, that is no earlier than actually
required but too often that was not observed. :
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Preference ratings vere: asaignod by the issuance of zating certificates
signed by the: contracting officer and delivered to the prime contractor.

-1 If the prime could not'get the necessary materials or components to fill

'his order without a rating, he could extend the contract. rating to his
"subcontractor but it took another rating certificate to &ccomplish this
and each certificate had to be countersigned ty an Army or Navy officer.

" 'The obJect of the countersignature was to prevent:the rating of more

‘materials. than.were néceésary to fill the order'and” the fixing of a
delivery date esrlierithan actually required. Ae many:of you know, the
number of thése extension certificates grew by leaps and: bounds so that
"some officers dild nothing but countersigh all day long. "Naturally it

‘j—wae«impossible, under theése.circumstances, to do any real checking of

delivery dates or guantities ordered.. In the spring-of 1942 the neces-
’sity of issuing these extension certificates was eliminatsed and contractors
and subcontrectors were authorized to. extend ratings by a certification

on their orders. , . ,

.At the same time the Priorities-Critical List, which had expanded to
resemble an encyclopedia, was abolished so that ratings thereafter were
not limited to particular materials and components.

At a much- later time the Services were given the option.of doing

~ “7away with a quantity of paper work by using an indorsement on the contract

for the assignment of a rating rather than using a certificate. Some
bureaus and technical services preferred to retain the certificate
method in the interests .of control ¥ :

After the rating A-1 was subdivided many contracts with the lower
'ratings, -A-l-B, etc.,, were delayed -in deliveries due. to precedence of
other work bearing a higher rating. As i1s mnatural,: the contracting of-
ficers respomaible for .these contracts were aaxlous to have them elevated
in urgency angd the Army and Navy Munitions Board Priorities Committee
ves and continued to be for many months overwhelmed with requests for
higher ratings on particular prime and subcontracts and also whole:
- programs, ' A rating higher than that allowed by the Priorities Directive

 was called an out-of-line rating. This committee had scme hundred Army

and Navy officers screening these applications to determine actual urgency
and interference with other ‘orders. and progrems. Each division of the
committee Was headed by an Army and Navy officer sitting’'side by side.

- AlY approvala of the. granting .of an out-of-tine rating had to be con-

curred in by both officers. In this way it:waes possible:toc keep informed
of the -interference of ian uprating of a Navy ordeér:with an Army contract
‘and’ vice versa. -'Colonel Neis and Commander Freile ‘occupied positions

-.of responsibility on this committee and are more conversant ‘with this
type -of activity than I am. o : : . .

It took a year and onie half‘with this uprating activity going on for

- .the A-l-a rating band to get so full that tHere was no selectivity left
¥ “and - Interferences in the band itaslf were innumerable., The solution took
vt the-form of abolishing:the single A series of ratings and“irnstituting a
. double A series AA-1, AA~2, 3, ‘b and-5, A new Priorities Directive

approved by the President was issued in June 1942 which, in general,
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provided that 50 percent of- the 1942 military program might be rated AA-1
end the remainder AA-2. . Material and equipment needed for later programs
were placed in AA-3Z and. h - Each bureau and ‘technical service amd the
Army Alr Forces were required to submit catelogues to the Priorities
Committee for approval setting out the items iv desired to rate AA-l

-and AA-2, - . . L A . L

. Ip is necessary to digress for a moment and mention the control
.agencles- for the operation: of the priorities system. The system in- .
.augurated by the ANMB in the summer of 1940 was entirely voluntary and
manufacturers. were not' compelled to comply. - In the fall of 1940 the
Advisory Commission to the Council of National Defense organized a
Priorities Board, comprised wholly of civilians, to have cognizance -
of .all priorities both for the military end civilian orders. The
.President delegated to the: board the power which he had received by

gtatute to enforce mandatory priorities, ' This power was given to the
Office of Production Management when it was formed in 1941 and later
tQ: War Production Board when it succeeded OPM. Each of these agencles

»g;delegated to the ANMB:the. right to prescribe and assign preference ratings

for military contracts under regulations issued by them. .

Each of theee civilian agenoies during its existence prescribed and
issued ratings for civilian and indirect military production. They, of
-course, had the right to use the pame ratings as were being epplied to
military contracte as well a8 Jower ones and the ANMB waged- a continual
.-struggle to keep as many- ¢civilian ratings as poseible below the. planes of
. those assigned to military orders, As might be expecméﬂ;:the“Armyuand
Navy were never. wholly suocessfnl " : S i
To revert to the evoultion of preference ratinga the next and last
m&Jer ‘change occurred in 1943%,.. At that time WPB agreed that the.aircraft
program generally might be rated AA-1, Sixty percent of the regulred.
~production of squipment and supplies in the Army Supply Program was..also
given this: rating on the theory that this amount would be used inm active
theaters inm any succeeding eix monthe., This. was not limited tOfahy:z
one Army Supply Program and therefore constituted what was: celled a) -

» »rolling barrage which alvays kept 60 percent of the program.ini AA-1.
;. This wag 60 percent of -the:dollar value of the.program and not 60.percent

of .the: number of  each 1tem, and..the Technicel Services were allowed to
deeignate that portion of their programs to be rated AA-1, :The Navy.was
given the right to rate AA-1 all materials supplies and equipment for all
combatant vessels shown in the Bureau of Ships Progress Report for

- completion in 1943 and.l9bk. . You will readily appreciate the:fact that
-as ships were completed. the.- amount of shipbullding .authorized at-AA-1°
kept-dropping and .current. work.on 1945 ships - still ‘remained in the second
.rating band. This condition became so acute im the fall of 1943 that. -WPB
authorized a rolling:harrage for. the Navy with a continuous flow of ships
1nto AA-1 rating by having new construction :moving from lower ratings as
1t ‘reached a certain degree of completion, As the new rating took effect
a8 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-1 rating through the course of its construction,
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After VE- day the Milltary was given the privilege of using a new MM
rating for all of its procurement, This rating was superior to AA-1 and
the old series. As a matter of fact,the Military (Army & Navy) prefer
to use an MM rating on all its procurement even now,

Soon after war orders began to flow in ezrnest it was found that
manufacturers of shelf items and common components, such as fractional
horsepower motore, bearings, nuts and bolts and simllar items, were bogged
down in paper vork relating to preference ratings. Thousands of ratings
would be extended down from different contractors to one manufacturér' of nuts
and bolts. He would in turn have to basket these ratings together to ' .
extend for .the procurement of steel. Only the same class of ratings could -
be grouped on the purchase order, The buyer of the bolts wanted . them

immedlately and therefore they had to be kept in stock but the manufacturer -

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. Thils condition-led

to «the creation of what has been called & cow rating as opposed to a horse
rating. The horse rating is the one that is given by the Military to the
prime contractor and vhich he extends to his subcontractor and which 1s
extended on down through the chain of contractors till it hits the brass

or steel. mill The cow rating is one authorired dlrectly by WPB to
»manufacturers 6f common componentg and shelf 1tems which they can extend
for materials without bothering about the ratings received on orders placed
with then."

: ?his type of - rating has been dn inherent element of the Defenee Sup-
plies Rating Plan, Production Requirements Plan; end Controlled Materials
Plan which will be discussed by subsequent speakers. 4 s

Another effort to reduce the paper work: 1nvolved in the extension of
preference ratings was the institution of the Prefierence Rating Orders,
popularly known:as. P-orders. For instance, the aircraft industry was

. engaged solely on\military production. It was a ussless .gesture to compel

h}aircr&ft manufacturers to institute the controls and. procedures- necessary
to extend all of the Various ratings they recsived. Therefore, WFB

\fiiseued a P-order which authorized ell aircraft manufacturers to ‘use one

rating when they wished to procure their raw materials.
At the 1nception of the preference rating system & contractor could
. use the rating on his contract to secure tools, equipment and to construct
a facility. It was soon.found that this was capable of wide abuse. It
“hae been told that one manufaoturer built a million dollar factory using
‘a preference rating which he had received on 2 $500 order. To prevent
this type of: operatlion it was necessary to change the rules to provide
that a contractor»needing equipment -to’ complete military contracts was
required to go-to-his contracting officer to secure a rating to be used

- polely for the proourement of the. necessary tools and equipment. In
Af-uthis way it was possidble to check the eesentiality of such equipment,

It Was Télt. that construction, “ni the other hand needed a central
fcontrol and under new rules and, therefore, all applications for a
construction rating which was related to the. production of a munitions
1tem Was funneled to the Prioritiee Committee of the ANMB. Here the
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plans and drawvings were examined and the bill of materials was ecreened,
If a rating was issued, it was in the nature of a project rating which
might be used for all equipment and materials for the job. The WPB ~
later took away from the Military the right to issue construction
ratings except in the case of command censtruction, '

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
evolved whereby under the authority of WPB manufacturers of highly es-
sehtial items and services of like degree of essentiality were authorized
to’ use the top preference rating to secure these supplies., A second
grouping of other producers and services was empowered to use the second
:“highest rating for this purpose, 'All were limited to a quarterly dollar

quota based on past purchases. ’ '

From the first Priorities Directive it wae 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 - -investigation and weighing of various factors
of relative urgency, degree of interference, actual delivery requirements,
alternate sources of supply or substitution. When the base raetings were
in the A series AA was the emergency rating, followed by AAA when base . |
ratings were AA-1, etc. These emergency ratings could only be iesued
by the Special Ratings Branch of WPB, Attached to this branch’ and ‘

physically located with its members were & number of Army and Navy of-
ficers who screened each request, cleared with the opposite service,
and presented it to WPB for approval of the issuance of an emergencJ -
rating. .

So long as munitions could be produced with interference only with
unrated "business as usual" orders, the preference rating system alone
was sufficient; But when the munitions program grew to such size that -
there were not enough raw materials and manufacturing facilitles even
for munitions, other controls were necessary. At this point a great: cry'
went up that preference ratings had falled. They had not failed to 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’ from 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 directing the flow of
materials and services as to provide for the most effective production of '
var requirements and, second that of diverting regsources from nonwar, to. - A
wvar production, THe firet implementing controls. glong these lines were. the'
"M" and "L" orders,- The "M" or material orders restricted the use of -
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materdals by prohibiting certain uses, and allocating avallable supplies
to the most important. uses, "L™ or Timitation orders. resétricted produc-
tion, eale or delivery of. products and also effectuated standardization,
simplification or restrictions on’ quantitlee of meteriele used in permitted
production, - »

lhwae found after a time that these were not sufficiént and finally
CMP was ineugurated to keep procurement within the bounds of available
materials, X

The use of mandatory preference ratings had a result that was not
immediately appreciated at the time they were instituted. In 1940 and 1941
there was a great reluctance on the part of industry to give up profitabdle
peacetime business., Preference rated orders which had to be accepted by a
manufacturer solved this problem and was the maln factor: in the great
transition from nonwar to war production in that period.

That preference ratings were the best means of performiné'the job they
were given, that of getting the most urgent order out first, is evidenced
by the fact that from the summer of 1940 until.the end of the war, despite
all changes in methods of materials and production controls, ratings
remained an esséntial element of every plan that was adopted.

I thank you.

GENERAL ARMSTRONG
d Any questions, gentlemen;”
COLONEL BROWN B

. Ybu were here as. a student in the Army Industrial College in
August 1940, On graduation you were assigned as an instructor. My.recol-
lection is that you played with priorities and preference ratings all of
that time. Now why did not you foresee, during that pericd, all of these
difficultien?

COLONEL HUTCHINSON:
There were many things we did not foresee.in 1941,
- COLONEL BRCWN:

He admitted that his lectures were usually the eubject 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 like to bring out one point in connection with preference
ratings for spare parts for dead end equipment. »

- The War Production Board made us certify equipment as "dead-end"
before they would give us a preference rating at all. T think it would
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be much better if they would teke 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- approximately cne-yesr to get
the stuff out into the Southern Pacific., Thet is what they ought to go
into because if too long & wait for the stuff finally tney Will find
they do not want the things, :

* COLONEL HUTCHINSON: ' » . A

Was.phat automotiye equipment?-

A STUDENT:

Yes, sir,:

" COLONEL 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 eountry had been stripped 8o that the civlilian garages had -
‘practically nothing left S - . :

A STUDENT'

The civilian garages, of course, do not have to have all those spare
parts that we need. They could get out of it by giving us -the preference
to teke 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 Pacific when it was
needed. When a Seabee battalion was sent there we had %o anticipate its
needs one year ahead, We all know there cannot be a long time of waiting
for the stuff to come up.

COLONEL HUTCHINSON
. Yés, that 1s correct
A STUDENT:

Colonel, so that we can all understand the situatlon, .Just yvhat 1s
meant by dead-end equipment? ‘

COLONEL HUTCHINSOV-

"Dead-end equipment”, as I understand it, is equlpment that cannot
run,- and ‘is out. of commission entirely: until the spare part or replace-
menx part..can be obtained for it.

A STUDENT:

That is right. The stuff out there i» usually'all;gggt_up;‘tqgs*:
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A STUDENT:

I would like to ask, in the planning of that system af prierities,
what was .8oing to be-done in the case -of, these 1low priorities? . You would
s never‘get ‘the stuff if they kept following that system of priorities.~ ‘We
have never had that satisfactorily explained

- COLONEL HUTCHII\ISON : I SR

a -

T Exactly to whet situation are you referring?
A STUD“WT-

Well, if a man had a shop full of stuff with AA-1 ratings-and then
sonme other contractor would have stuff that he could get no higher than
an A-3 rating and he-extended it down to the ‘gubcontractors, and 1t was -
neéessary to furnish that A-3 equipment, he never would ‘get, aroung to
making the A=3 because he ﬁever got, out the lot of- AA l stuff, '

COLONVL HUTCHINSON

~ That is because at‘th&btime there was no control on the amount of :
procurement that was authorized, There. were actually more, contracts N
out, from the Army and Navy, than could possibly be £311sd in the given::’
time period by the facilities available or from the materials that were
available during that time., Somebody had to go by the board and it was
always the AA-2 or AA-3 man. - In fact, at one time;-or before the
Controlled Materials Plan was inltiated there were more AA-l ‘than could
be completed and delivered by the time they were required to be.

A STUDENT:

Was 1t not that condition that brought on the great 8scourge .of"
expediters to get the stuff out 1n spite of the: éys'tem9

COLONEL HUTCHINSON o :Lg:ff
It~mey well ve. |
CAPTATY HENNING :
I would like to confirm what the Colonel brought up.

I, personally, think the Preference Ratirg System 1s & little weak-
kneed to lean upon as a general control in war., As the Colanel -pointed
out you build up these A-1l in machine tool plants, go in there, and
everything eventually on the books was A-1, while the Ordnance program
which was A-1 at one time, could not get. anytkin~ directly., It can be
applied, toO a certain degree,’'in the start of a war--the military require—
ments against luxury civilian items, and thinbs of that sort

RUASY

“. Tl :
Lt . LRa
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-I-think the sound control is an allocation systen by which the whole
,program :1s ‘brought forward in balance. Time after time Ve see.one _program
get A-l-a--Alr Corps, Ordnance, Navy Ordnancs at ‘the’ beginning of the war--
‘and they were freezing out all other deliveries of machine tools and ocs.
cupying that favored position which led finally to a lack of economy., I
know, for example, that the Bureau of Ordnance contractors who were order-
ing in their LO-mm program and 20-mm program were ordering sometimes 300
or LOO percent more tools than they actually needed. So we eventuelly,
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 ¥»oring machine 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 minds--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 material., We did not do it,
remember, with our raw materials, We had to go to the Controlled -
Materials Plan, With plant equipment we had to go to allocatiocn. -
Preference ratings broke down completely. in the distribution of machine
tools and all other plant equipment I

For the "B" producta, we had to g0 on to Production Schedﬁlimg;, -

S0, in the final analysis, while 1t 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 allocation, which
1s true, and allocation ie a means of control of procurement, When
a machine-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 HENNING:
That is right,

COLONEL HUTCEINSON

B ;"’ w Ias

In other words, the contractor with the highest urgency number
recelved 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 Jjob in a war,
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CAPTAIN EENNING: & % - o¥ Fang o wnoi o
,'d"il.':’.:.f'."., K Péwesy s - Jhe chos
: . S

If I oould sum it all up’in a’ wofa I think the basic principle p &
that with michine tools 25 bercent was given to nonmilitary uses and: 75
percent‘went to the Milit&ry. ‘We then cut that down hetween the bureaus:
and bréhches and that sjstem worked ‘ e : Ce

I do not think the latter system would be satisfactory because 1%
would freeze out people who are lower down on the priloritles list, They
cannot get any higher at all. They cannot even set their pilot lines to
80 into production. T do not think any virtuoso can sit down in Washington
“and Say, “I am’ going to 'get the turret lathe to go on.to that fellow." I
think thsre mnst be*an aIIocation whioh gives everyone a shot at: the white
"owl. . UL

GENERAL ARMSTRONG‘ ﬂf”‘j; SRR o
I think, ' ¥n deférse of our speaker here, that-~at least he did to me--
he made it pretty clear that he was talking about preference rating as
only one tool, He admitted that it was not the panacea for all the
_ills;,there were some other things that had to be done,
RN T B T A e

CAPTAIN HENNING ! ?“{ S A L S A<t SUEU
. I am sure I realized that but I wanted to make certain the studenxs
did A . SN E B .:; 33 3;“"‘\55..'.. LAl
xu:;i:‘,j:.; el S i;tv.v". D ? B N M4 53 14 PR S LR R 228 ATy
GENERAL ARMSTRONG: CATTIIL S (e e ) et w raky
" €516nel” Hutchinson what wds bhat yow said: you: wahted! evelybody to
taﬁe &way from here° T WaaN fLs LIt e nnl, wev e
’ J*ﬁ ey oardd Med iy e TR oy
COLO ”EUTCHINSON ~‘.‘3 SRS R Y
N Colvin shzanwia Dha oo o nend ow S Rnne s L

That preference ratings d1dihot: F4l ;- they did- not rail Anc tdret Job:
they were designed to do, that of differentiating between urgen¢ies.
They‘wers not desligned o' control the'bbval amount' ofl procurement:,!

R L B AR N E RIS St e

GENERAL ARMSTRONG:

i L
Then your next statement I think was that other controls were also
needed, v o : tae AT rasimLae. Mopnaas
COLONEL HUTCHINSON: TIE

{ That 1§ corrbct "‘In-the ontrolled ‘Matowitls Plan,. when for instance,
they would al¥ot ‘go' much- stéel,  brads and aluminum .t the Ordnance Depart-
ment for a quarter, the Ordnance Departhent  had:to miake up-dts mind:what
it wanted done with that and how 1t was to be used. But the same prefs
erence ratings were used on all the orders that Ordndfive putibutl: Tty
went on down the line of contractors and governed the time in which those
orders ‘sHoUTa beldelivered which Ones should ba delivered ‘Piret,-
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The Preference Rating System was used with everjcne'of those con-
trols. When you gave Ordnance a certaln allocation for a quarter, of
different types of. machipe "tqods and the contractors-having dkfferent

;.. urgency numbérs, the man .with the’ highest number gat- his tools first,

..As I understang, it if. there: were mores numbers or. conbractdrs with

c1suxgency numbers desiring that type of tool within that period than could

fe

be manufactured in that plant, some of those .men. with- lower urgency
numbers did nct get anything in that quarter eea
,~CAPTAIN HENNING L L ?,.—:-~ .

. That 18 right But Ordnance did have a chance 1o get tools £br what-
‘ever. they considered most .important. But in one period Army Ordnance
;.-had no chance to get tools simply because they were 'way down on the list.

o Navy Ordnance and Air Corps put pressure in high plaqu‘and'ﬁheyfgot'their

A-l-a and the other claiments were closed completely out., That is the
principal danger of the straight Preference .Rating Systen agalnst an al-
1ocation system, which gives: everyené a falr consideration,.

OASTUDENT B 5 e e

Based on my experience it seems to me the basic cause of: the-failure
of the PRP and finally golng on to CMP and in the allocation of machine
tools was lack of an over-all planning division for the technical services.
Nobody did the over-all planning function, I was wondering if there i
..any,thought being given to using the fundamental principles of industrial
plant scheduling as controlled and handled by an over-all plafining =~
division for the technlcal services.

I would like to expand and :meke’ iy point clearer We .a2Y1: know what
delivery dates are required, We all know the beginning dates of production,
We all know the lead time required to get the machine tools: ints: the
plants, We also know the lead time required to undergo plant changes,

It seems to me we have no over-all planning division at -thia:- stime; ‘and in
getting into PRP we would have gotten the production Job done fasﬂer, .

Ncw‘I‘wonder if. there 1s any.- thought being given to that in the .
higher echslons above the technical services? Cor

COLONEL HUTCHINSON:
.1 cannét answér that question because I am not in A.S.F.'ﬁﬂnw
A STUDENT:

Who would control.that?: -Why' wbuld not the Army and Navy»Mhnitions”
Boarditake'-on the functions. of an overs all planning divisien for the
technical servlces 1n the next. war?'f*~

T R
: Taleo .

COLONEL HUTCHINSON

Lo, et
A “\,\\_,,,_..

+The Army and Navy Nunxtions Board‘is not an Operating agency.
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A STUDENT:
_That is the point I am trying to make.
* COLONEL HUTCRINSON

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

GENERAL ARMSTRONG:

That certainly would be teken cére of in the new Supply Divieion of
the General Staff of which General 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 into this discussion. The
advocates of the allocation system should, I would think; 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 toole are concerned, are peculiar. I am not as enthuslastic as

some are of the allocation system for end products in’ fields ‘other than
machine tools.

Colonel, I am very happy you brought out the fact ‘that priorities
vere an indication of relative urgency, and that the Controlled Materials
Plen, or any other allocation plan, would not have worked unless we had
some indication of the relative urgency of the end product.

COLONEL BROWN:

If we keep.on talking gbout machine toole Captein Henning is not
going to have to deliver his lecture,

A STUDERT:

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 ellocation down there, you still do not tell
the manufacturer of an article that gets 4,000 .A-1-a orders, what
relative urgency your order bears.

COLONEL, HUTCHINSON:
You mean-within:A-l-a’ °*

>

A STUDENT:

.Within A-3-a.



A STUDENT:
That'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 list of
Army and Navy items in the order in which they were to be turned out,

He dild not know what his precedence rating was with respect to some other_
manufacturer, but he knew within his own district,

COLONEL HﬁfCHINSON:

Yon had your 0wn‘precedence»list and you simply broke down»AA;l.
A STUDENT: | . ;

No, Ve gave them actual numerical ratings.
COLONEL HUTCHINSON

However, the numerical ratings applied"within separete ratin;‘tends
gso that withln one rating one order was more important than another,
it had a higher degree of selectivity. : :
COLONEL BROWN:

, Just for clarification,. when wag it first realized that orderly
production was dependent upon procurement controls as well &s preferenoe
ratings? ) : .
COLONEL EUTCHINSON:

'w@11 1 think some people realized it from the first.
COLCHLy, TN, '
Wion o3 P.R.P. instituted?
COLON“L HOUCHINSON: S : o .
In 1942 " T think it was 1n the second or the third quarter. ;tn
COLONEL BROWN: PR
I still want to get back to this first question:  Why did not we

reallze sooner something like procurement control was going to be
absolutely necessary? Why in the world did we have to wait s80..long?
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A STUDENT:

Colonel, I think that can be best anewered by asking you, when we
entered into this war, whether we knew we were going to be the Arsenal of
Democracy and that our requirements were going to mount to such staggering
proportions? ‘: ‘

[

A STUDENT:

Well I, for one, realized that. We reallzed it before we got into ...
the war. Ve vere already the Arsenal of Democracy. o

COLONEL BROWN:

I think thers was no understanding we were going to produce in bil- " =
lions of dollars as we did. When I first came to the Army Industrial
College I can remember a great many of the former students were beating
their fists and telling how they had revised the Industrial Mobilization
Plan, the I.M.P., because 1t was physically impossible for them to implement
an army of three million men within the remaining 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 var.,

Colonel Hutchinson, I apologize 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 thelr 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 machine
tools and supplies to some of the plants that could not produce the
quantities that the Integrating Committee was takling care of.

GENERAL ARMSTRONG:

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

A STUDENT:

Basically, I do not think it 1s very difficult to clear this thing
up if a person realizes that when there are priorities, they are good
only when there is enough to go around. That has been the trouble.

Prioritles are always based on scarce &rticles; there was not enough'to
go around.
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COLONEL HUTCHINSON: . e

,:)v'

I am sorry but I die&gfee wiﬁiiyou on the point fhét”priofiffga;éréf;

good only when there is aenough 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 wents at the time he wants it .that a preference
rating system to establish relative urgencies is essential.

GENERAL ARMSTRONG:

We seem to be getting into the problem of semantics now, so I gueés
it 1s about time to let you go, Colonel. I do want to thank you for your
very excellent contribution here this morning.

RN

(1 July 1946 ~- 200.)S
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