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"SHORTAGRS 'OF RESOURCES MD THE NERD FOR CONTRCLS DURING WRLD, WR II!' 
ll September 1946 ' 

It is hoped that this presentation will pay each of yeu a dividend 
in the-form of an understanding of certain developments which occurred 
during'World War II in,respect to our National Resources and certain 
controls which were found necessary to facilitate our economic mobil- 
ization during that period. 

The face value of your dividend check can be determined by you 
through lea before and after taking'! method of examining your under- 
standing of: 

1, What do we mean when we talk of National Resources? 

a . What do we include in our reference to Tangible Resource?? 

b. What do we include in our reference to Intangible Resources? 

2. What are the most essential controls, i.e., tools or mechanisms 
by which our nation under its democratic form of government can most 
readily be converted from a peacetime to a wartime economy. 

3. Can you readily list the essential factors af production over 
which it is necessary to provide some measure of' control in the ecenomic 
mobilization of this ceuntry, 

4. What would you say was the fundamental issue, in the United 
States., underlying the problem of economic mobili.zation fcr war. 

If you do not have the answers to these questions y&r dividend 
check will, I hope, provide you with a medium of evaluating your 
progress during the next thirty minutes. 

For the purpose of our discussion w& will consider the term "re- 
cources'I in its broadest application to mean national resources, 

In order to provida an understanding of our position in respect 
to national resources during "!orld %I- II it is first necessary, that 
we agree as to what we mean by th,e term. 

In the interest of clarification in this discussion we will define 
national resources,as including both the tangible and intangible re- 
Sources of our nation. f.‘ 

Prior to and .&ring Yorld 7%~ II we considered our tangible national 
resources as consisting of the greatest resevoir of materials, production 
facilities, trained labar, po~ver, fuel, transportation and capital po- 
sessed by any other nation. -_ 
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In the intangibLe resource clas sifTcation XT considered the health, 
high standard of living, rncr&~;s, individual, initiative and inventive 
genius of our population. 

Ifife considered that the potential military strength of the United 
States resided in the efficient mobilization and Successful uSe b$y Our 
resourcefnl population of all of our enormous treasury of resources. 

It was understood that the real problem facing our nation in pre- 
paring for a major wE-1r effort -MS definitely one of the mobilization 
of our natiotial resources. This &bilizaticn was considered to require 
an intense concentration and coordination of effort and a ccntraliza- 
tion of con;rols. 

It WE;S realizpd that the concentration and coordination of cfforts 
were to be directed principally in the field of industry but also would 
extend to an ordering ol the entire national economy. It was thought 
that certain key control mechanisms wouid provide the mediun; by which 
OUI ;~eacetii~c ecoribrily cod d most readily b:e converted into ?'wbrtim< 

e economy. 

These key mechanisms ware public opinion; price, profit Lnd ~a@ . 
control;.and pri'sr'iti>s ,and allocations. 1 I. 

G 
Kit&i the fram&ork of our mdr:strial-~~obilication Pian, revised 

in 1939, p,rovision was rriade for certain energenc~y agancltis tp be created 
and charged with the resnonsibility of dzvcloping and adrxinlstering 

"fhese controls. ~ 

Y?BT Ic: ,d: c:L‘I?;I, .h :’ - 

Every American thinks of his gcvernment as on institution existing 
for.hJs benefit, Ile does not c"or,sider himself c:s exi@ing for the Sene- 1 
fit df g~vernwnt. 

He holds to himself th& privilege oL p buying for himself and family 
whatever ix qvents and can afford.. He consider&s it his right.to go 
and come, as he wishes, tc ant what he Il.&s g,d to work et whatever, 
occ@r.tion he chooses, all without bureaucratic direckion. 

,He considers it to '0~ his url<iu.cstiorled right to own and USC as he 
sees fjt (within the bounds of safety, health and mcrality), his home, 
his automobile, his electr:.c' refriger.%tor and any other essentkls or 

1 luxuries for which he has a desire and can pay. 
. . 

lA!artima controls over our economy mans to the average Anlerican 
the temporary surrender of many of thsse privileges. He must bi: willing 
to curtail his trayel $0 thrt which is necessary. He must get along 
with his old automobile, forego'repairs on his hone or forego building 
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a new one, wear last years clothing, cbserve rationing regulations on 
.his food and fuel r.equirements, x 

In other words he must be willing to let'government direct his ' 
life:to:a degree that is entirely foreign to his background, training 
and psyehologyi.~' ,a 

How can our citikns be made to realize that the temporary surren- 
der of certain-of their privileges is essential in theeconomic mobil- . 9 
ization of our country for war. 

I. 
This can only be accomplished by placing before the public the 

facts as they exist, . . coordlnat,;tlng and disseminating all available in- 
-formation, : " 

Public Opinion based on well coordinattid and properiy disseminated 
information, IS under our democratic form of government the most power- 
ful influence in converting to and supporting a war acqnomy'.' ‘~ 

.The Industrial Mobilization Plan provided for a Public Relatiens 
Administration which was designed to coordinate and disseminate infor- 
mation to the public. 

-' 
The planned functions of the Public Relations Administration k& 

actually carried out during World War II by the 8fficc of Far Informa- 
tion, 

PRICE CCIWROL ; 

Gnder the pr&isi.ans of the Industrini Xobilizntion Plen‘tkre 
.was to,be organized a Price Control Authority, The planned functions 
of this &gency were to provide and 2.~Ln.ister.contcols- on prices, 
profit and iV&ges as might 'be required to prevent or ninim.ize di'srup- 
tion of the national economic structure r,esulting from the impact of 
thl: rapid increase of demnd on existing facilities and resources, 

In recognitior; of the importance of this control provided.under 
-the Industrial Mobilization Plan there .wes craated on 11 April L9&&, 
the Office of Price Administration and Civilian“Supply, later reorgan- 
ized end knom,-.s the- Office of Price Administration (OPA), whose 
functions :2Tere as follows: 

1. To take all "lawful steps" nC?CeSSarj~ to prevent price rises 
end..inflatim due to the 'defense pregrrlrr,. 

2‘. "p &o study civilian needs .znd determim what dislocation the 
defense pregrm would have on availability of civilian goods, and to 
see that materials not n-:cessery for national defense were equitably 
distributed, : 
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3. To determine and publish mai.mum prices, fees and coirimissions 
which should be charged for services or commodities. 

4. To inform the Office of Production Management, and later WPG, 
of civilian needs and their rel;:tive importance. 

5. To advise upon scsting legislation and recorznend additional 
legislation to secure the ';)roper execution of the responsibilities of 
the Office of Price Control and Civilian Supply. 

6. To formulate progrzs to assure the most effective use of 
civilian goods and to encourage the use of substitutes for materials 
of iimited supply. 

Here we h~va the second of tilti three tools considered essential 
in converting a democrtitic nztion from .a peacetime economy to a wzr- 
time ec0no:r.y. 

PRIORITIES 

The third essential tool or nxchanism reoerirzd to convert it den;- 
oorntic nation from a peacetime to a WC..- 'rtirne economy was under the 
Industrial Mobilization Plan considered tc be a well defined priority . and alloc;t.~on system. This tool was to be used to estabiish and in- 
dicate the relxti.ve urgencies wi.thin or between ,-,rocuremi-nt programs 
after considering $2 urgent and essential ncods of the nation. 

The Industrial 3llobilization Plan provided that priorities and 
allocations would be administered by a super agency untier ivhich the 
various emergency control agc;r:cFes would functiorl. Ihis super agency 
was TV be known as the Var Resources LJministration. 

It is interesting to note tkt on 25 l@ay l$2fc0 the Office af 3kles- 
gency Mxzgement was formally established and subsequently many other 
control ~gzrxi.cs were org;xized to be coordinateci under this sgency. 
Principal .aaeng these control qencies +vas the Offi.ce of Production 
Management, establish& 7 January l;;!L+l. 

Within the Office of Production 1Janagemcnt were five main !?:ivisions: 
Prcduction, Purchases, Priorities, Research and Statistics, and Labor. 

Through subseqaent reorgcnisn tions most of the functions of the 
Office of Production Mcnsgement were absorbed by the jhTar Production 
Board. 

Here within the 1Tar Production Board and its predecessor emergency 
agency we find recognition i;ivren LO the third cssertial tool, ,rioritics 
and allocations. 

From the foregoing we see that-the three imI:ortant tools were pro- 
vided fcr the purpose of converting our nation from a peecetime tc a 
wxtime econoq, P&&ic Opinion, Price Control and Priorities. 
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P&!Y AKD NAVY MUNITIONS BC;L.FG - PRIORITY JWJCTIODJ 

The Indtistrial Mobilization Pl2.n provided for the functioning of 
the Army &nd Navy Munitions Bo:ird* Its function in peacetime was to 
get as a. planning and coordinating agency in the plhce'of the War Re- 
sources 'Administrction and to i;rovide a foundation for the emergency 
super sgency, which wtis to come into being on.the outbreak- of w::r. 
In wartime its function was to 2ct as an umpire, in respect*to contro- 

-versies arising within or betwean the Army and Navy in rds.pact to 
f&&.%y or material allocations and to administer militcry priorities. 
The authority to adminfster military priorities wes delegr;tcd to the 
Army and Navy @unitions Board b-r the War Production Board and its 
predecessor. 

Under this delegetion the Army and Navy Munitions Board in collzb- 
oration with the :oint Chiefs of Staff developed a priority schedule 
of military requirements. This schedule in its early application g&ve 
precedence to requirement of m:teriel which would fly, float or shoot. 
This yardstick of evaluation of relative urgency had some merit in the 
early stages of our war effort, for it permitted concentration on war 
materiel urgently needed to implement forces actually mobilized. 

: CnrILIAN REGUlRB@JTS 

As.time elapsed and our initial military requirements were met, 
it was realized that our national economy could not indefinitely con:- 
tinue to live on its fat. In other words, maintenance, r&g&ir and 
opzratien requirements for our key industries and other essential 
civilian requirements must be given a relatively high priority posi- 
tion along with military requirements, For instance, tanks made in 
Detroit ?Qere of little combat value until tr;nsported to.the theater 
of operations. It therefor becemt more end more evident that fecil- 
ities engaged in war production, transport&-Lion, power plants, mining, 
agriculture, housing, clothing and other essential requirements for 

.: the support of our national economy must be accorded &!uosition of 
relative urgency on tiie priority schedule.' 

As military requirements mounted to meet our obligation as "The 
Arsenal of DemocracyI' it becsme increasingly 
ation of our capacity to meet 

eppzrent that the evalu- 
any conceivable demand on our resources 

must be reviewed and certain contr,el measures adopted to obtain the 
grectest effectiveness from our ti-&sury of resources. 

,- 
GROSS NATION& PRODUCT 

1 
6s an indication of the mounting dem:inds made on our resources 

let us review'the following data compiled to indicate the industrial 
magnitude of a wzr effort during ?~iio~ld~'T~Tar II. 

In 1939, during the year the European wer began our gross national 
product, that is, the value of 
mately 9G billion doll:2rs, 

goods and services produced was ap:Iroxi- 
We constructed,Zbout 6t billion dollars 

worth of new facilities and ,exp,orted 3 billion dollars worth of goods. 



In iy40 our gross national prodtict expanded to 100 billion dollars. 
Construction increased to about 6 3/4 billion dollars and exports to ' 
about 4$ billibns..~~~~ \ 

In 1941 the gross national product increased to about 130 billion 
dollars, construction increased to about 10 3/4 billions and experts 
to about 5 billions. 

Im 1942 as war production mounted, our gross national product 
expanded to Z5G billions. Construction amounted to 132 billions and 
export increased tra t3 billions. 

'In 1943 the gross national product increased to 180 billions.. 
Construction dkopped“to 'i' 3/4 biliions and exports increased to 1.22 
billions. 

In 19i&+ the .gross national ;)roduct expanded.to.200 billions. Con- 
struction fell off to about 4 billions and exports increased to 14 
ibillions. 

. 
ESSE&L PRODUCTION FACT= 

a 
During the oeriod of mounting production each of the essential 

factors of production, i.e., materials, facilities, labor, power, fuel, 
transportation and finance were reviewed to determine its adequacy or 
inadequacy to meet our mounting wartime reouire~ments. 

Let,us consPder certain of these essential production.factor.s 
separately and .cite the steps taken during World '%r II to provide 
effective controls in the interest of the war effort. 

MATERIALS 

First let us consider materials. Prior to Ylorid War II we .had 
always considered that for t few exceptions such &s'rubber, tin, quinine, 
hemp and a limited number of more or less'strategic materials, we had 
adequate..national reserves to permit us-to meet any conceivable demand. 

As the war progressed and military production increased it began 
to be realized that our productive capacity of certain essential ma- 
teriais was inadequate to meet stated military requirements and at the 
same time provided'~m5rkimum requirements for our essential civilian 
economy, 

The War Production Board through an sxtansive list of so-called 
L and M orders provided for a high degree of conservntion in the use, 
of raw materials by allocation, standardization, iiniitation and prohi- 
bition. 

Certain prtiducts were limited as to the, quantities that could be 
produced. The production of other products was completely prohibited. 
In some instances materials, as an example 
could only be used for c'limited number of 
for those: specific uses. 

6 -. _. 

copper, steei and riuminum, 
ap,plications and allocated 
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The use of the priority system to control the flow of nz.teria1.s 
was sctisfectory until the war production programs had increased to 
the point where the demands for material were in excess of the supply. 
At this point priorities could serve only t-s an indicrkion of the rel- 
ative...urgency of various pr0grL:m.s and the control of the flow of the 
three most esssntiiilmhterials, steel, copper and aluminum wzs accom- 
plished by the adoption of the Controlled Materials Flan. 

CONTROLLED UATE3IAL.S PLAN 

This plan provided for the establishment of approximately fourteen 
claimant agencies who acted in behalf of claimants whose requirements 
were -consolidated and submit&d to the War Production Board for quarterly 
allocation of controlled materials. 

For instance, Ordnance prime and'subcontrectors would file with 
.the Ordnance Department their quarterly requirements of steel, copper 
and aluminum needed to produce under prime and subcontracts with the 
3rdnance Depsrtment. In turn %he Ordrxnce Department would consolidate 
the controlled material requirements of its contractors .and submit them 
to the Controlled Materials Officer of the Army. At this point the Army 
received and consolidated the controlled material requirements received 
from ali of the technicel services of the Army. The Army as claimant 
agencgi then filed its applic&ion with the War Production Rozrd who 
consolidated the reciuirements of all claimants snd tried to balance 
requirements against tvailzbie supply. 

As shorteges of controlled materials developed it often happened 
that substentiel cuts were made by 'F .uPB in the amount of materials 2110- 
cated to the claimants. Yhen this occurred it was often necessary for 
the chiefs of the technic4 services to decide which of their programs 
should receive their full allocations and which ones should receive 
less controlied materials than rxquired for fuii production. 

It can be said that the Controlled Mnterials Plan as in operation 
qn V-J Day was an evolutionary t!nd successful. plan developed through 

'a long i>eriod cf trial hnd error and served most effectively in con- 
troliing production progrzms , giving full requirements to tha most 
urgent and limiting less urgent progrz;s. 

It is believed that in the event of another war emergency the 
Controlled Materials Plen should be adopted at the eerliest opportunity 
and that pending its adoption, a 'system of priorities designed to in- 
dicate relative urgencies of programs should be used. 

FACILITIES 

The Industrial Mobilization Plan provided,for the rallocstion of 
facilities in the event of 9 war emergoncg. 

7 
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In'confjrmance with this ;llan nation-wide surveys of facilities 
j, ,were made an-i through thc.cocrdinatin,g m,achinerp of the Office of the 

Assistant Secretaqr of Yar. certain keg i;idi&ri.$. plants were allocated 
.to t,he technic:;& serv;ces of,the Armi; to hd uSed beginning on !&Day 

_ for the. production'of predeti;r~ned',na~,~~iel. _:" . . ..' I 

. . It was,r:ssum,e~ th$t on M-Day'& shortly thergafter .n&ptiated 
contractg,woul,d be signed with these ailocated facilities c,nd the)- 
would get into early production on the particn la- materiel which they 
were scheduled to produce. 

. :. - - . ,. __ 
The fact that we did not recognize t. spocSfic U-Day ti World ??ar 

Xl: and.thz iegzl necessity during 1939, 40 and kl'('our'period.of pre- 
paredness) for placing contrxts with suc'cessful low bidders, did much 
to nullify the large amount of procurement 
done in respect to fncilitg $.'locLtions. 

plenning work th2.t had been 

It may be said that the aajor cintrols in the'hbnds 'of the govern- 
ment in respect to facilities was provided by the Controlled. Materials 
Plan through which zLloc;tions of steel,‘ copper tind &&num wore made 
to facilities engaged in 
products. For instance 

the production of munitions or other essential 
since sutomobil.es, electric refrigerators, 

vacuum cleaners and other similar uroducts were not considered essen- 
tial kd since no controiled m~:ter&s would be ellocktcd for their .: manufacture, fbcilities so eng:,.ged were auton:z~t:ticci.liy forced to convert 
to the production of.munitions or other essenticl 2roduct.s.. 

At this point it is considered xorth noting t9a.t a very high per- 
centage of thg facilities originally allocated undcr:the Facilities 
dUocatG:‘;in'Progra4m uitimately were engaged in the production of the 
-17iateriel .fcr which they were originillly allocated, 

LABOR 
,. 

P. 

'certkn 1::bor controls added much tc influence industries to con- 
.vert to war production. Eegion;il Labor Boards served to allocate labor 
to plants engaged in i:‘ar product2on. These allocations were based on 
th.e. relative urgency of the production progrzns to the war effort. 

Since in most of the so-c' Aled labor arezx there existed an extreme 
shortage of l&or, any plant not engaged in scme import:& aspect of 
war production could not eqci,ect labor to be allocated to it. 

;;. ,-'. 
..- . The mechanisms for labor controi also included the requirement 

that the individual worker b&fort: b&in g eq:loyed must pass through his 
local Labor l?eferal Board and present to his proq,ective new employer 
a Certificate of kveilubilitg i.ndic?ting good and sufficient reasons 
why he had separated from his last job. This mechanism-was designed 
to.discourage individuals frcm moving to one job. from another in an 
attempt to get manufacturers to'bid tip, for'his services. It else served 
to prchibit contractors from pirating each ot&rs‘ labor forces. 

8 



Labor in all of its World Wur II aspects will b:e the subject of 
a later problem in this course. Ccinsec;uently asidt: from the references 
here made to certaincontrol mexxares in that field we will defer fur? 
ther consideration of the subject at this time. 

PCP"!ER AND F'JH, '_ 

Power and fuel are so closely related th& we can consider them 
under this one heading. 

There existed at the outbreak of World Var II approximately sixty- 
eight regulatory bodies in this countrp concerned with providing cori- 
t.rols of one sort or another over the production and distribution of 
electric power. 

'i ',. : 
In the main electric power did not prove to be a major problem in 

the World Vs.r II production effort, Aside from certain t'conservation 
in use", control measures lvhjch were adopted, reltitivcly few %r con- 
trols were necessary. Mcst of the cower conservation problems were 
the result 'of fuel shortages, 

Controls involved in respect to Puel s wver.2 of major importance 
during World ?!ar II, Through the Solid Fuels Administration and the 
Petroleum Administration for Var, both operAin& with other agencies 
of government, there were invoked certain rationing and licensing 
procedures through which avai%ble supplies of solid and liquid .fuels 
WfZtZ allocated in conformance with the rel;tivc urgency of individual 
requirements. 

Shortages in'soiid fuels were the direct result of labor shortages 
at the mines. Shortages of petroleum developed from the unprecedented 
demands for direct ir;ilitarjr USC!. 

In .the field of transportation, as the war, progressed, there de- 
velclped en increasingly acute shortage. 

The unprecedented load of freight moved, r>long with, an all-time 
high in troop ar.d Fassengcr movements served to heavily overburden 
both rail and highway traffic. 

As stated earlier in this presentx.tion, in the early stcges of 
the wctr.effort major attentikn was given to the production of end 
products directly associated with combat. Either it must fly, float 
or shoot; otherwise any reyuirement was of secondary importance. 
This policy in' E measure VGS responsible for lack of vormal upkeep 
of our transportation facilit'izs, Only after an extended period of + 
time was it considered practical to provide A$iRC; equipment for our 
transport&,Fon and cert+in oth&r essential industries. 

. 
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The combinc?tion of an all-time high in rail and highway traffic 
and.lack of ade,quate upkeep tenued to provide a serious threat to our 
economy. 

Through controls initiated by the Office of Defense Transportation 
in the fqrm of priorities appiications, embargoes andLicensing, t3- 
gether ivith certain allocations of l$RO it was possible for the trans- 
portation systems of this country to accomplish a very creditcbie 
record. 

s;dq,qpsl;p 

As compared with the war production and finance problems facing 
,the other major world powers. The problem of war production in the 
United States usuclly was thought of as extremely simple. Actually, 
this opiriion was incorrect. 

Our funda,nentri i.:roblen is not-necessarily-solved by our trenen- 
dous reserves of national resources, our vast industrial structure 
end our gold hoard. It is not one of hov; much we should raise by 
iaxes, or how much we shall Sorrow4 These are merely technical de- 
tails,of a problem that is not easily solved. 

We have in this country, with few excepti.ons: ail the raw materials 
that we need to convert this nation into en "Arsenal of Democra.cy.lf 
Ye have a productive machine that potentially is without parallel in 
the world, PJe have a labor force that no other netian can equal in 
quantity, training, and ewertness. Further, we have mqnificent 
reserves. !"e have enough capital to expand our industrial equipment 
almost without limit. By len&hening hours 2nd bringing in women and 
the youth of the counts-v we probably can at least double our normal 
active labor force. 

'"ye hsve e standard af 1j.vir.g thnt is so high that we could divert 
enormotis amounts of producti,ve ccipacity from the turning out of con- 
sumption hoods to the making of military supplies without endangering 
the hcelth of our citizens. And, finally, we huve'so m.r;ny goods to 
export, and so much gold and foreign eAch;:nge, that paying for the 
relatively few things that we need from abroad could never possibly 
cause us any tro>Jble. 

YJhy, then: should theye,be 2 problem? With such resources and 
such reserves, why should,we 
economy into a 

h;ve any di.fficulty in developing our 
'i;:iiitsrg r,lachine_ Superior to tn.'/- in the world. 

It will be, difficu.Lt beceuse.we cannot use suc‘h 2 solution 
mqjor 'power em~Li,logs. 

as one 
VJo insist that our problem must be solved within 

the frc.,me7#vork of a democrac;r, 
ment should buy co~iodities, 

In pc:;cetime WC believe that our govern- 
not conmondeer them. Ye insist that our 

employers shall hire workers 
bargaining, not by 

at, a wage cInd hour scale fixed by private 
i?n edict oi the state. We want our workers free to 
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spend their wages for ph+t,c!ver they ~IECAS~: s'nd Et prices fixed in the 
market olece, not by go\-err;;lefi"ur 1 rjecrti<:. knd we hold it to be our 

. right to eat 2nd 7fe?r what me want :tnd CC~ afflord, not what some bu- 
reaucrat tells us to eat and wear, 

CLan ore solve our problem of wnr production and at the s,a.rne time 
hold to such beliefs and .convictions? Can we make our cconoq~ into a 
military machine compnrtble in efficiency and effectiveness to that 
of the other fire;.t pa'wers PLithout giving up something? That, in the 
final analysis, i s the fundamental issue underlying the problem of 

I controls in war production for the United States, , 

Gentlecxzn , we are rekdy'for questions, 

i: STUDENT: 
: 

Colonel, I am a'little confused on the Controlled Materials Plan. 
Now you spoke of having it in effect immediately in evendpf need. Is 
there any use of having it on a :~a terit.1 that is not in short supply?, 
In other words, would H priorities system take care of,it if it would 
not go around? 

CGLONEL NEIS: 

.I think you recall th;t 1 suggested that we put into effect' 
immediately i ptisrity plan, Qndoubtedly if we I-.gain become .the 
arsenal of democracy,, the requirements for steel, a1qi.nu.m and copper 
will mount as it did in the ,pist, Xr. Small indicated to you il few 
days ego. that it would probably be a matter of sever:J months before 
h Controiied'V~terinis Plan cotilc? be well sold and industry well 
oreintated on it. The reason I suggested, that apon the outbreak of 
the iirar, we should t&e steps to introduce the Controlled 1&tarials 
Plan is that I realize it v~ouid t.&e probably six to eight months to 
get it into actual operation. 

A STUDENT: ~ 

Sir, is it true that it has no value until the commodity or 
material itself, resource, is in short supply? 

COLONIEL NXlSr . 4' < 

No, I would not say that. It has. a value because it controls the 
,siza of programs. It is possible that the nil_itsrg may want much more I., of ever!/%hing tjl;x the:- need. The Controlled JJaterinls Plan will be 
2 grett influence in causing the ni1itary to better evaluate require- 
ment as to programs. 

Admittedly since it is goingto take a numbar of months to educate 
industry to opar;:.te it--- VW should get it into operat,ion. _iust,as rhpidlg 
as possible xnd it will serve to determine or limit the size of programs 
better than anything I know of. 

11 
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A STUDEiL'T: 

Before CT@ there was ~1 PRP . !lihtt was the essential difference? 
VJhy did the PPP break down? 

COLONEL NEISr 

The PRP r~as the horizontal application of allocations. It gave 
very little tionsideration to items that were not directly in our mil- 
itary contrect.' For instence, bolts, nuts and screws were mentioned 
here the other day, fractional horse power motors and things of th2t 
general nature. 

we would go to a Jewelry manufacturer, for instance, and enter 
onto a contract to produce fuses. He would submit his application 
for copper, aluminum and steel to the War Production Board, and under 
the PRP program his application would go into the Consumer Gsods Di- 
vision, which would act as cl?iment agent for him. 

iire found very shortl;,r that in the conferences with FPB we were 
resisting many allocations xh%ch '.,,PB wanted tc ncke for our own util- 
ization. Ye would see z requirement f'or a hundred tons of copper, for 
instance, coming in for a ,jewelry manufacturer and we would say, Ilye 
don't xsnt any *jewelry; we want fu.se~.~~ The FFP system was riot ade- 
quate in providing the information needed, "Je thought that it Would 
be better to provide a program such as the CMF where the allocations 
were made vertically right down the lzne. Fcr instance, if an alloca- 
tion was made tc Chr:Tsler. Chrysler authzxized ,z~ certain amount of 
his allocT,tion to go to Hercqlcs who made motors 2nd Hercules authorized 
a ceri5i.n =amount of his alloc&tion to go to Korthe.ast Starter Company; 
right down the line; Northeast Starter Company authorized a certain 
amount of its allocntion to 60 to a New Deps.rture Bearing Company, 
So we had a vertical ;gplicr:tion of allocations r&her than 'a horizon- 
tal application such ris +,he PEiP @an arovided. . .( 

R STUDENT: 

You spoke of the increase from 90 billior(l dollars 'in cjctput U;J 
to 200 billion doliars. Did yoau hove any xi-y- to evaluL.te, that other 
then in billion dollars? In &her words, 7.~ h::d zn incrase in th? 
csst cjf lsbor and prjces, and not onlg that but we had an increase in 
cost of tskint; certain zzount of zre and producing it into c': finished 
prodxt due to the technical nature of the ;Irotiuct. 

. 
COLONEZ, NEIS: 

It is .true thst thz'increcse in czst of production w&e'; very 
significant factor but I think it was snail as compared with the over- 
all figure. To my knowledge, there is no record a,f the reictive amount 
of 'end items aroduced but I think t&t we could take an over-all esti- 
mate of the purchasing power of the dollar-fluctuation of purchasing 
power of the dollar--between 1939,znd 1944 and pretty xell evalur:te 
What you tre trying to get at ther,e. 



A STTJDENT: 

Vi11 ,you elaborate further on your statement regarding the dis- 
regard of spending money--that there is plenty of money--because that 
appears to me to he a very dangerous philosophy. 

COLCNE? MEIS: 

But I wasnIt responsible for it. (Laughter) Gentiemen, I don't 
want to minimize the iIT@GrtanCe of the financial aspect of this thing 
but OUP maJor crbjective was to get war material irrespective of cost. 
The philosophy thet existed, was that if we could sc;ve one Aicerican 
life, we were willing to spend any amount of money to do it. Public 
opinion was very definitely on the side of gett.ing your munitions out 
there where they could b+ used and looking at the expense Aspect of 
it later, 

Now I don't went to give the impression that money was thrown to 
the birds bticause it wss not, k great many of us who came into this 
effort had a long business experience v&are every‘ dol1t.r spent had tu 
produce results. It w:'s quite a job for most of us to reconcile cur- 
selves to talking in terms of r,lillions. I would say th?:t i-n the main 
the financil.1 aspoct of this war effort was given some consideration; 
probably not the consideration that our hindsight would indicate was 
warranted but our main objc&ive, our main rsission, ws ts get the 
munitions out there where they could be used. 

Dczs th3t answer your question? 

ii S"UDEXTr 

Yes, sir. However, I would like t=, nake a comment thut it is 
my understanding that normally R hundred or a hundred and thirty 
octane gascjline can be ,produced for Pbout 15 cents a gallon in a 
l.imited quantitp and th2t the price in 1344 uas 36 cents a. gfillon 
which meant that the lsst five ilercent of ;.:raduction must have c.ost 
over two dollcrs or pcssibly three doll2rs 2 ::allon which indicator 
should have ?ndi.cnted that possibly the requirements shcul?-l be reviewed 
inasmuch as the expenditure to ;!roc!uce the last five percent meant a 
tremendous increcse in mannower, plant facilities and even the basic 
commodity, oil, itself, Therefore, when the; cc,st of any xlroduct be- 
comes excess!ve over its normal cost, the rcoui.reme.nts for that item 
sacuid he very carefully reviewed. 

COLODJEL. FLEX: 

I quite agree with you but I think WC have been, well, content 
to pay :' high price per gallon i'or high octane $35 to keep our planes 
in the air. If we had tc; spend 90 cents to get those @.nes us) in 
the air where yvye could realize on the originA investment, it would ~ 
have b?en a smart thing to do, beceuse had we not gotten these planes 
in the slir the other fellow would h:;ve gctten his there and the results 
would nave been disasterous. 1 think thct public opinion in this coun- 
try would h;.ve been right do'9.n on us like an avalanche if we nad said, 
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Wo, we can't put thet glenc in th e air bec:?u.se the high octz,ne gas 
is c3sting us, 90 cents. Vie d~'e pint tc wait around. Let the Germans 
strafe us and bokb us' until we cc;n ggt gcs+ine that is lower priced," 
That type of psychology wouidnft have lz.sted ten minutes against :>ublic 
opinion ':s it existed .rt th?.t time. 

You must remember tkei; there was hardly an American- fr:mi.l.g that 
6,idnlt have a son, brother or husband out there scmewhere in the service 
snd the YaCt that they were going to.have to pay a little more to got 
him home sxfely was pretty inuch of a secondary consideration. There 
again you have public opinioc with you and i%, &x.Ad hzve been disaster- 
ous if anybody bed stoppd to count the pennies in the winning of the 
Vm-J-. 

)a .~TUJJ~~T- . 

I didn't mean to kee;, the plx~s on the ground. 1 am talking 
a.bout that last five percent. 

COLCfLT,~ Y'GIS: 

_ Gekiemen, the statistiqians who prepr~re ~1 ge;t rrany of these 
figures 2nd. accounts include ti -mite oX L.f pirnt faciiities end costs 
and thln,& of that nature. That :,rc;b&bly is good practice in business 
but we didntt Imow when we built one US these high C)C~:IT~B plants how 
long a period it was going t:) take 'to x%ortize them, whether WEE siiuld 
write them off in five ;rezs or wh&kr the wzr would icst knger 31" 
whet&r we should write it off in txo‘pxs. 

-7, * iim IS a costly thing. It is not economical. You cnn't go in 
sn?i cocnt your pennies in any ?s;>:jct vf it. YGU must reconcile the 
public to the fact it is 2n unecxondc q)::r;:tiijn and the dollar aspect 
of the thing is minc:r cs ~~;q:i)i?ri3~d to the requirement "of s;etting imuni- 
tions cut there whers they c::n be usetl. 

Now I quite t:pee with you, 2nd I hope tkt the requiromcnts group 
@.ll take full co@,zar~e cl s::me of the elT!jrs m::de and the shortc:x2- 
xgs and bring thel; o& in their ;3rsbLems. Are you or1 the royuirenents 
study?; 

Yes, sir. 

COLCM5L Wxr3r 

That would be a vzry interesting aspect to bring up as a probiem. 

r: STLUXP T: 

little contact witti hundred :,ct'ane 'gnsoline deel.s and there were, lzst 
'. 

'. 



fall, three hundred thousand to& of high octane gas still l&ft in 
the United Kingdom, -@hi& were l-7. S. equity in that pool, which leads 
me to a pet topic which is the scanning of overseas requirements on 
some of'these items. 

" 
I agree w%th everCything you said about, keeping the aircr&t in 

the ziY, but an ex?minstion of e 300 thousand ton U. S. reserve alone 
would seem to indicate that perhaps we might have overstrained a litt 
on our estimate' in that particular commodity, 

le 

COLONEL NEIS: 

.I,, ' .,> Probably. - 
, : f : : 

.: 1: A .STUDE?JTi 
,: 

Ve are trying to USC it now before it dete,riorat&s to'the point 
'., ', where it tion'rt be serviceable. 

,a 
coLomL NEIS: . 

<' 
. . 1 

, High octane gasoline, like most surpiuses we had stbred in the 
European theater, we intended to deploy. We were go$ng to transport 
a tremendous amount to the Asiatic theater, Great many shiploads of 
trucks were scarted for the East, from England and from F'rance. ??e 
had tie 5d'ea thdt th6 Jept;nese phase of the &r pas gping,to end so 

':quickly,after the Germans gave up. There is one thing WC must bear 
in mind in computing requirements--you can't get it down to the poifit 
where the last bullet is going to shoot the Last Jap. Ypw~have got 
to be reconciled to the fact, in developing requirements--and I hope 
you keep this i.n,mind, . . . You wert! either going to have moSe,Jsps when 
tha war was over' pry&z &.+z gtiing to have more bullets. . .:' 

,; .?.. 
.,'. , 

i .s;bj&t .to.a treQe&ous 
. ' I, *. NOW frankly' WG"W timoUnt,,of criticism. 

If the foresight of most of our.peb&e is a& good as -their hindsight, 
it would have been much eesier to handle this war effqrt, 

A STIJDEl3T: . ': '1 . r, 

When we saw the end of the war with German,;J ccming--there first 
was given out an order that the shipments of ,zviation gas would stag 
on V-E Day, but we had no storage tanks in this cauntry in w'M.ch to put 
the gasoline that was in the pipeline, We had to continue those ship- 
meRts to Europe until we could divert them or else we had to build 
a.dditional. tank storage as in tl?is countrg. That was the cause of 
that trkmendous stockGil? thc:t had been built up after.the.wnr. ~ . 

.COLGNEL NEIS: 
!, .r;~.. 

,5, ,_ -' . .,,, I' 3 . ., 
Gentlemen, I want to ment'ion'that, shc&ly before the !$ttle ef 

the Bulge we were going through a period of reconversion over here to 
the extent that it had most of us alarmed. The War Production Board 



had gained the impression that .the war w:?s pretty ~11 over, and that 
it was just a matter of three or four months before the shooting woulC 
stci2 in the European theater. Conseq.uently, the mi&i.tary encountered 
a tremendous amount of resistance-in maintaining an.uninterrubted pro- 
duction pro~gam, and in getting the War Prcduction Board to czntinue 
its allocations-of materiE, t6 meet full Sccle military requirements. 

: :. Gentlemen, we have time ftir one more question. 

X STUDEY.l': 

Regarding the i.;rdblem of aviation gasoline, during the lest r*,rt I.,<' 
of the war, f%rst, the ;:rLce cjf aviation gasoline was .approximately 
16 cents a gallon; second, 300 thousand gallons of aviation gasoline 
provided about 14 days! supply at the height of the war far abfiut 20 
major B-29 raids which would have tzken ;>lace if the war had continued. 
That sur@us in England w:luld have been readily absorbed in the Pacific. 
Our aviation ges&ine consumt:tion dropped in the month of September 1945 
to :jne fourth to w,&.& it h&d been in July 1945, with a pipeline full of 
tankers which had to be c,>m>utecl ahead at le::st twa or three months 
which cculd n:st be diverted once it had left the United Stt;tes. 

CGLONEL >T\TEIS: 

Thank you very much. Thet is an int‘erestin@ CqiXient. Tha.t ~11 
goes to emi,hasize the importance sf this first problem yuu are going 
to be engaged in. 

ik STUDEETe I 

Colonei !Seis, this is 
ginning. 

about one 3f the questitins,asked at the bc- 
During the period of pruductive exr;lansion, 'from 90 to 200 

billion, I think you nade'th e statement that 14. billion vi:iS exported; 
was that during that entire period? I.' 

GOLGNzrJ h'BIS- . , .r 

1 
Oh, ilo.: In one year, 1?4b. .r<y 

A STTJj-J=$T. 

~ Did that include lend-lease? 

COLOIW. NETS: 

Yes. It included lend-lease. I did not want tc burden you with 
statistics but the copy of this presentation has listed, not only the 
national income, but al& the amc;unt of ccnstructiun and exi~iire per 
year for the period 1939 through 1945. 

16 



%w, gentie,zen, may I t: back t, the subSect of requirements. Re- 
quirernents, in my cl[liniiJn, zre the foundation upon which this course is 
built. A lack of considemtion 6f the subject of requirements is just 
like trying to buiid a hcusa vJithmt found&ion. You rmst know first 
?VHtiT YOU UNT. Next, you nust know HO7l KJCR YGU F!mT; next, T13!EN YCLJ 
WiAIT THE3l, and next, l'Hj$?E Y@U LRE aIHG TO GET THB. These four fac- 
tors con&A.l+ute the besic foundction tif requiremats, 

Thank you, gentlemen, 
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