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CAPTAIN WORTHINGIOW:

It is a pleasure this moraning te welccme another of last vear s
speakers, Colonel Maurice R. Scharff, '

Colonel Scharff is one of thc outstanding cqnsultlng en glnners in
fmerica, He specializes in puhlic utility enginsering and constructicn,
public utility valuation and rates; and is a recognized autherity in thes

elds in Armerica, After bheing graduated from Mzssachusetts Institute of
Technulo,y, Golenel Scharff embarked upon an engineering career, and his

e

‘husiness experience from.that time on ig a record of one success after

another, e . .- .

_ During World War II he spent several years on active duty with the
Arny Service Ferces and its predecesser orgenigzaticns, During virtually all
cf his four of duty he was engaged with phases of pricrity work and particu—
larly concerned himgelf with PRFP ard GMP.

After his duties with aad\u 2rters, Army Serv1ue Forces, were finished,
he was sent to Germany, where he spent several mfnt s helping General Clay
and cthers in determining tqe war potential of Germany, in order that Gérman
industries might be reduced .in impecrtarce tc the point where they were no
longer a threat tc pesce, C“ the . terminaticn of these dutles he was retired
te inactive status with the grade «of colonel,

He resumed hie =cord as s consultlng engincer, and bag Just recently
heen ap- clntea canc111ﬂtor for the Pittsh h nower gtrlge.

CCLONEL SCHARFF:

Thank you, Captain, VWhen I was asked to corie down and talk this morn-

ing abcut priorities, *R?, and CMP, I started to search my reccllecticn after =

all the years that have intervened sigce I had meen engaged in these activi-
ties, and naturally had great difficulty in re-estehlishing a sufficiebt
knowledge of the subjeet o bring you anything of value,
In fact, my first effort tc recall something ahou 5 these systems of

material‘éontrcl resulted only in my recollection ¢f a story that scmecne

told me in Englard about a 3ritish sergeant major that was explainiids to a
bunch of rockies the fine points of the Enfield rifle, According to the

story, he pointed out the fine workmanship of the harrel and explained the -
opératlon cf the firing mechanism, ' Then he finally called their attention
td the stock, and -he mentioned t¢ them that early in the war the stock of
this rifle was made, as he said it, '"out e¢f ghcd o¢ld Hinglish hoak," At
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that point a veice in the rear of the room spoke up and said, "Sir, you mean
'oak,! don't you?" He said, "That's wsat I said, Shut up."

He went on and said thst later on, when oak was uncbiainadle, the stocks
were made "out of helm and hash,” The same veice said, "You mean elm and ash,
den't you?"™ UThat's what I said, Shut up,”

Then he said, "Later on, when we couldn't get helm and hash, we used 2
very 'ard wood called lignum vitae, This is a very derk wood, It has many
uses, as 30“ may know, The Royal Wav¥ has used it for piles for piers, And
when I say 'piles for piers,' I might explain tc the heducated hidiot in the
rear, 1 6 0 n't mean ’eumﬂrrh01ds for blocm;n nohlemen, :

I supncSe the difficulties with cak and elm and ash were simllur tc
many difficulties we had to cope with during this war,

In trying to tell you abeout these contrcls that were adopted it would
seem to me not worth while to go intc many ¢f the details of the forms or
the complicated procedures that were invelved, For one thing, there woulda't
be time, I hope to cover the subject ranidly enough so . that some time may he
available in this shert veriocd for auestions, which I will e glad tc answer
if I can, :

For another thing, I couldn't remember the details, So many things
have happened since I terminated riy connection with PRP and CMP that I wculd
have the greatest difficulty on any matters of detall, For a third thing,
it weuldn't be very useful, hecause both military arts and industry are
dynamic and are constantly cnanglng. “Whatever. of value we may get out of
" our exoerience with these control systems, we wouLd all have to recognize
that in any future emergency the dctQ1¢s of the system that will be applied
could not pessibhly we the same, Sc I would like to discuss, instead ¢f the
details, the background of these centrcl systems, their chjectives, the
general plans thdt wer: adopted, the results that were accemplished, the
deficiencies that were demonstrated %w experience, and the suggestions that
we can obtain from that experience for our guldance in any future emergsncy.
But first I would like to trace very briefly and rapialn the hlstcrlcal
develooment of these centrol plans, ' ) :

It will %e'recalled that in‘1939 “the year in which the war in Zurope
began, our country wis at peace, “Our gross national product.was esstimated
at ninety billion dollars,  We were constructing ahout six and a gquarter
billion dollars c¢f new facilities, and were exporting. ahcut thres dillion
dollars of goods, Our cempetitive price and profit su~tem was overating under
more or less nermal peacetlme conditions and with no specialized governmend
controls, \ :

In 1940 the gross nat 1ondL product increased to 10C hillion dolla‘g.
Our construction increased to 6-3/4 billion,. acd our exports to 4% billion,
These increases were otlmula+e@ hy the be ginning of our :defense production
and by owr effcr to eorimence tc serve as the arsenal of dernocracys,
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It has always seemed to me & very striking demonstratien ¢f the deli-

cacy with.which cur competitive system Malances cur facility capacity and

cur distribution ¢f materials and laber to meet the requlrements cf preducticn
that .even this small increase in naticnal preduct resulted in & sufficient
degree of unbalance so that in the fall cf 194C it became necessary 1o ecs—
tablish our first priority system, This was a very simple system, that
assigned, as I recall it, only twe grcups of priorities, A and B, to military
prinme centracts and to scme extent to their subcentracts,

In 1941 the gress national product increased to 130 hillicn, cur con-
struction increased tc¢ 10-3/4 hillien, and ocur experts to five billicn, Ab
the end ¢f the year came Pearl harber and cur entry inte the war,

Under the influence of these increased reguirements of essential pro-
duction the priarity system was expanded tc avply tc certain essential civil-
ian production as well as military centracts, The simple.A and 3 -priority
system was expanded early in the year to a rmore elabcrate system ilnvelving
priorities running frem A-1 te A-10, Later in the year there was an inflaticn
of the A-1 hand which hegan irmmediately te make itself apparent and led to
a hreaking up of the A-1 pricrity hand to a series of priorities runnirng fronm
A-la to A-1]7, ,

Luring this pericd alsc it was found necessary tc supplement the prior-
ity system by the first of the series of L and M orders relating to allocaticn
of certain critical materials, conservation, standardization, limitation, and
prohivition, ¢f some types of production, the ﬁnst'imprrtant of which perhaps
was the crder that became effective early in 1942 eliminating the preducticn
¢f civilian motor vehicles,

In 1842 our gress national preduct expanded to 150 million, censtructiern
reached the peak at thirteen and a half hillicn, and exports lhcreased to
eigh%t biilion, The A-la prlorlty band 'in turn becams sc- inflated that at the
niddle of the year 1%t became necessary ic establlgh new series of AAl to
AAD priorities,’

During the sarly part of the year an experiment wos tried in'material
allccation as a means of pregram control known as the Defense Supplies Rating
Plan, Then in the third guarter ¢f the year PRP, the Production Requirements
Plan, of which I will speak further in a moment or‘+wo wag estahlished,
Almost immediftely. the inadeguacies of this plan hecame apparent, and in
lcverber the Centrolled Materials Plan was first anncunced, tc he put into
effect in the seccnd quarter of 1643

In 1943 the gross national product expanded again to 180 hillion, cen—
struction drepped ¢ff %9 seven and three quarter hillion, and exports in-
creased further to twslve and a half hillion, The AAL band of priorities
went through the custemary cyele of inflation, and it hecame necesgary to
develcp the AAA and directive systems fer hreaking hottlenccks,
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CHP zot into operation and wes continucusly studied and imvroved.
Toward the end of 1943, 1t became apparent that it would be necesaary
to suoplement these previous svstems Ly the scheduling of critical
comporents. So that scheduling was established, to be -~ub into eiicct
at the beginning of' 1944; and at the sane time the development of
manpower controls was under+a¢en.» :

In 1944 the gross naticnal product reached its peak at 200 billicn del-
lars, construction fell aff to four billion, and exports expanded still fur-
ther to fourteen hillion, At the termination of nostilities in 1945 all of
the contrcls te¢ which I have referred except the Producticn Reauirements Plan,
which had fallen by the wayside, were in effect and constituted a comprehen-~
sive system of material and program confrcls thatv was the result of scme five
years of experience and develoomont

Yow, out of this experlence it seems to me that some general principles
can be derived, :

When the supoly exceeds the demand, our ceompetitive systen operates
satisfactorily to adjust the facilities cepmcity and the distridbuticn of
materials and lahor - -tc the- reuul*uments«w1thcut any special controels of the
type I have referred to, That is true when the ouﬁcly either equal s or ex-
ceeds the demand, o o :

When demand commences to excecd supply Mut capacity is etill in excess
of demand, producticn expansion to meet all the requirements can eventually
e brought about, 3ut when time has become of the essence with respect to
essential deliveries, a priority system ig essential in order %o accormplish
that result, : ‘

When demand exceeds capacity, hcwever, fur*her contrels are required,
Cur experience demcnstrates, I think, that thede controls musst be aimed at
the control of pregrams, that is, at the control of procurament dy procurlng
agencies, and prov131cn made t¢ meet such contrrllad demand,

Cur experience alsc demenstrates, I think,that the control of selected
raterials, which was adopted as the hasis of the Controlled Materials Plan,
provides a satisfactory gross adjustment of pregram te cepacity, It cannct
accomplish satisfactory program control »y itself, but must be supplemented
by the fine adjustments ¢f compcnent, product, and other material allocations
and scheduling, with manpower controlled to effect distridution of the avail-
able Manpowers . ‘ , : .

The priority and CiP controls, thercfore, ars onlf part cf the s*stem cf
controls that are necessary under emergency conditions, I think I should
add that in my view the entire SVStem of progran and raterials contrels it-—
self is only part of the larger program of social and economic contrel that
is inevitable in warfare, a problem which I think our experience of -the past
vear and cur experiences at the present time indicate we did nct sclve satis-
factorily in the last war, For tc me it hecomes agparent that if we are to
aveld the unhalances and the feelings of discrimination that are respounsible
for the present situation in our ceuntry in ancther emergency, it will be
essential that we flnd a way %tn assure mcre affectively the universal service
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of our entire population and the avoidance ¢f the extreme unbalances or the
feeling of unbalance in the distribution c¢f income and profits that has con-
tributed to our present situation,

Turning now to the Production Reguirements Plan, which wes aar firét
attempt at program control, those plans wers applied to all wsers of Jvre thar
five thousand dellars worth per quarter with respect to sore thlrtv ‘gdd criti-
cal materials; and users in this group had to apply fer authorization ¢f use
of these matorlals and of a large nurher ¢f cther critical ma terlﬂle and:
alloyse :

The PRP system has been described as =z herizontal system., A single
application, which was known as the PD 25-A form, was submitted for an entire
plant cewering the requirements of 21l the products made in that plant, It
‘comprised fifteen or twenty pages, I am sorry that I -haven't cne of those %o
show vou, hut my. files have disappeared since my experlcnce with thig matter.

That form required 2 staterment ef shipmehts in ¢he prier quarter, the
estimated future quarierly shiprments, firm orders on-hand, the preference
ratings applicable to those erders, the end uses ¢f materiel tc be produced,
inventories on hand at the beginning of the period, the estimated use of cach
cf the materials during the pericd, the estimated inventories at the end cf
the periocd, distinguishing between usadle and non-usable shapes and sizes,
and = listing of the reguiremsntes for certain critical compeonents,

Thegé forms were submitted to the industry divisions of War Production
Beard, in which we had Army and Navy officers stationed to participate in the
precessing and tc de what we could to protect the interests of our military
contractors =nd subcontractcrs. Therce they were analyzed. They were ftabu-
lated, The total of stdted requirements »f each of the eritical rmaterials
was compited, These tabulatiéns were subnmitted to the materl 1] div151ons of
the War Production 3ocard for advice as %¢ the cxtent tc which the requirements
could e met, Percentage scale-down factors were established in each division
cf the War Producticn 3card, and in scme cases for all divisiens cf the War
Producticn 3nard, tc We applied to the quantities reguested, in crder %o
bring the autherization within the estirated supply,

Two guarters of expérience with this herizental systen demorstrated
‘effectively that it could nct nperate as & satisfactory system of progranm
centrol, There was ne way of telling under this system, when a ‘manufacturer's
anplicaticn was reduced by thirty percent, for example, what effect that cutb
was g6ing ts have on the prhductlrn of another marufacturer te whom the first
ranufacturer was a supplier and wno might in turn he reduced by only twenty
percent or by forty nercent, '

‘I remermher VLrJ well the irpressien that I had during the Tonths I »put
in there, that we were literally geing at i1t wlind, and preces 51rg of papers
without kncwing wvhat we were dcing,” The confusinrn that spread throughout
industry as a result led to an urgent demand for a new and lmproved «wstem
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After several months of study, in Noverber of 1942 it was announced
that PRP would e ahandoned snd that the Controlled laterials Plan would
ne put in effect in the second quarter of 1943, with provision in the
regulation for an overlap, so that producers who had operated under PR? in
the: first quarter of 1943 might continug t» procure materials under their

~first . guarter application, for the secsnd tuarter of 1943, in case they 4id
not receive their OwP authorlzablon in time %o prevent interruption of

producticrn,

CvP was hased prlmarlly on the control of programs bthrough limiting
the authorized use »f four selected materials ~-— steel, copper, copnerbase
alloys, and aluminum, As %o about 70 or 80 percent of the use of steel, for
example, it was a vertical system, as contrasted with FRP, wvhich was a
horizontal system, TFor as to this proportion of the use of steel in what
were designated as A products, the authorizations were passed down vertically
through the production system, Only the so-called B products econtinued to
have authorized use of ﬂaucrlal an Whut was in effect a horizontal or FRP
system, '

For the purpose of CMP and 3 prcducts were defined by listing some
five hundred types of products, most of them products that were widely used
in civilian industry and many of them commoy components of a very large
number of end products, Huts and Molts were, of course, a particularly -
good example of B products, A products were defined as all products not on
the 3 product 1ist, '

The general basgis of that Controlled Materials Plan was a prohibition
of the mill shipment or the acceptance hy any plant of delivery of any af
these controlled materials excepting on the delivery of a valid allotment,
The A product allotmentswere made hy the War Production Board operating
through the Requirements Committee tc the claﬂmant agencies, consisting of

the military services and, at different tlmes, some ten or twelve agencies

representing the halance of the écanomlcVFVStem on applicatidn from the
claimant agencies, They were then passed on in furn by these agencles through
their procurement services to their prlme cortractor, thelr suocontr°ctors,

on down to the sub-subcontractors as far as the chain ran through successive
A products, ’ v : '

The 3B product manufacturers made their avpllpatlJns direct to the
industry divisions of the War Production Board; and the allotments for the
manufacture of 3 products were made by the Requirements Committee through
the Operating Vice-Chairmen of the War Procduction 3oard, who acted as claim-
ant agent for the 1ndu~try division, Ee in turn broke up those alloiments
Yo the industry d1v1510ns, which in turn passed them on to the 3 product
manufacturers on their, applications, They in turn cither used the materials
themselves, or if they had to procure products which were A products, passed
on portions of their 2llotments to their A product component manufacturers,

For the operaticn of this system a series of CMP forms, »f which the
principal ones were CMP 4-A a2fd CeP 4-3, for A and 3 products respectively,
were devised, They were much shorter and éimpler than the elahorate PRP
application had been, As I recall it, each consisted »f only twe or four
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vages, They reculred the subm1sslon vf productlon dchedules for each product
to be mahufactursed for four to six qudrterq in the future, the controlled
‘naterial requirements of these- schedulus by quarters,” 1nveptﬂr1us at the -he~
ginning »f the period, the use in each quarterly perlod and estimated in-
ventories-at the end of the period.. : g ‘ S

‘. The regulations prescrlbed the procsedure to Be f llowed und in addi-
‘tion defined the oreeedure for the estanhlighment of hills of material, the
establishment of. lead times for relating controlled materlal dellverlbs ‘to
end product gschedules, and sther det ils, . '

These apnlications, submitted as they were by manufacturers, and reach—:
ing the claimant agercies, in the case of A product manufacturers, and the
industry -divisions of WP3, in the case of 3 product manufacturers, were
tabulated and summarized and subdmitted t0 the Requirements Committee and its
working suhcommittee, the Program Adjustment Committee of the War Production
Board, along with the reperts from the material divisions of WPB- as to the
amount of controlled materlals cxpccted tJ he avallable.

After full consi&tration’and discuésion; *he Requirements'Committee'
made 1ts allocation to the claimant agencies and %o the Opérations Vice-
Chairman of the War Production 3card, The Operations Vice~Chairman, es I
‘have indicated, dbroke his allotment ‘down by industry divisions, and the.
1ndustrv divisions in turn passed them on to the 3 product manufactursrs,

To illustrate the procedurc for the claimant agenciesy The War De-
partment received its allocation from the Reguirements -Comnittee of. the War
Production 3oard, turned it over to the Cantrolled Materials Cfficer of -the
Production Division of Army Service Forces, who broke it down betwesn the .
supply. services on the hasis of their estimates of their requirerments,
holding out a snmall kitty to meet emergencies as they would arise, and :
passed the allccations on to. the supwly serviees, which in turn passed them
oen to their prime contractors, who in furn passed them on their subcontrac—-
tors and down through the chaxn to the suh—subcontractors as far as the A
fproducts rkaln ren,

The CAP regulatlone also orov1ded f r a complete accountlnb and rg-—-
porting system, so that the War Productisn Zcard had at least the machinery
for -enforcing conmpliance with thc”re?uluticns and assurance that no manu-
facturer viclated them either hy réceivirg controlled materials without the
delivery of an approved or valid allotment certifieate, or by huilding.up
inventories in excess of the limits prescribed by the rpgulatlans.

~ One of the things that interested me about our experlenCe with the: -

- Centrolled Mabterials Plan was the 51m1lmr1tv which that exXperience bove

to that of the Germans with their metals contrel plan, as:I “saw the effect
¢f it during my later echrlonce w1th the” Controld Coureil-in Germany, I
have been told, and I assume 1t is probahly correct, that our Controlled
Materials Plan was based in part upon study of the“Gorman>metals contrel
"plan, We learned in Germany that its operaticn was very definitely similar,
the principal differsnce “eing due tn a characteristic difference between

e
RESTRICTED




the German and our own industrial and social organization, in that in the op-
eration of the German plan the Germsn priviate industirial groups, the Rings
cr cartels or trade associatinns, played a/large part in handling directly
the allocation &and distr%bu;ioq of materiéls allotted to then, taking the
place in that Tespect of our governm :ntal claimant agencices and the goverh=
rnental industry divisions of our War Production 3oard,

. The operation of the Controlled Materials Plan,.in-my opinion, made a
great contribution to our war effort, I think everycne who had anything to
do with it would have to admit the fact that it was not a complete success
and that opportunities exist for its inprovement,

We never succeded in overcoming cortpletely the teqdenc -toward :inflation
of requirerents by clairant agencies and by manufacturers in the expectation
that they would be reduced, That, Dy the way, was an experience that was
exactly 3 aralleled in Germany.

We never secured satisfactory inventory controls within the limits:
prescribed »y the regulations, That agaih was an experience that was
paralleled o an even greater extent in Germany, for the inventories we found
in German-plants after the Germans surrendered demonstrated that the inventery
regulations of the German system had been even more grossly violated not
withstarding the dictatorial central control, than had been our experience in
industry here at hone, o : .

We never succeeded in adapiting the production of 3 products adequately
te thelr reguirements in connection with our production program as a whole,
for the 3 product system was a horigzontal system, like the Production Re-
aquirements Flan, It suffercd from the same defects as the Broduction Re~
duirements Plane Although our scheduling procedures that were developed :
helped a great deal with Trespect to the selected criticel components that wdre

scheduled, it still is apparent that the adjustment of 3 product productlon
to our production progran was never adequately solved,.

These deficizneies sugsest scme,cf the line along which, it seems to
me, improvement can bhe sought, I always felt myself that. therp wag an cppor—
tunity for a very con31deriblo extensicn of the A products.-procedore in
connecticn with a simplification of the allotment extention procedure, which
would have acgomplished a much more effective program control and would have
greatly narrowed the area in which the difficulties we experienced w1th 3
products were enCJuntered

There was some feeling in somc cuurtcrs in the War productlon 3oard
that it might even be possivle to aholish the 3 products orocedurc and %o
carry on all production through a vertical extension of allotments, utilizing, .
as it was suggested, some form of allctment anKln5 or. currency wherc the |, -
extension of allotments would be as 31Fnle as passing doliar »ills or bank
checks, and where central clearing would he accomplished through branch
allotment banks and a central allotment bank analcgous to our Federal Reserve
hanking system,
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My own view is that the continued studv of this experience is wéll
"worth while, continuing the expansiocn of these types of developments that
have been suggested; and that out of that study it .should be possihle %o es~-
tablish ot least the general contours of a plan that might be promwtlv adopted
in case of another emergency and give us at the very beginning or very near
the beginning the advantages that it took us four or five yvears to -dévelcp in
the last war,

o It seems to me too that the study that you are giving of these sudjects
in this institution and the opportunity that exists to extend those studies.
moré‘widelv tc the ranks of Reservists throughout the country, and orooably
withis the ranks of industrial executives not in the military services,
sugsests a way in which our intelligence can he centered on this prohlem, and
knowledge of the result may be widely spread (80 that an earlier start may .

be made on-an adequate organigzatior in case of the developnent of a similar
cmergencv in the future,

In closing I would like to say that such consideratlcn, I foel mist
recognize that nc one sinple set of controls can wossibly nroduce thu result
we desire; that what we must seek is first a system of program control
supulemented by additional controls of the type we developed during the war,‘
which cperated as a combined system and which produced the maximum effective
production from our various facilities and materials and manpower,

I would like to add, aszin, that even .the combination of these Drogramns
of material and comporient and menpower distridution controls cannot be effec—
tive in producing the alle-cut effort that any future emergency will call for
unless it 1s integrated into a more succsssful over-all system of -gsoclal
and economic controls than we had in the last war, which willk make atvailable
cur entire adult man and woman power for the purpeses of the emergency and
effect a distribution of income and profit and control of prices which will
lead to less-unbalance and'less dlleChltV in the recenversion to normal
cenpetitive condltlons thet have to be bncounterbd afper any: surh future
EMergency. : v

CAPTAIN WORTEINGTON:
. We aré readyﬂ£of qu?gtions;;‘ ' , B - S K
A STUDENT: : -
Can progr%m coatrol be Pccomollshed bv flSC?l meaﬁs 1n‘wér?v
“OLONEL SCHAR&F.,.‘ | |

In ny onlnion lt cannot he, Incidentally, a suggestion was made in
the latter .-part of the war, when scme of the &eflclenc1ws of cur Controlled
Materials Plan cr supnlemsntal contrels were be ccmlng apparent -— thiyg sugges—
tion was made in the Armv Service Forces, There was a group of officers
that became convineed there was merit in the sugrestion -- that we night
effeect program control dlrectlJ through fiscal control, that is, by authori-
zing programs such as procuremcnt programs and prodiaction programs, in dollars.
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It was always my feeling that such a procedure would be a very great
step hackward; that just as control of the selected four CMP materials could
accomplish only a gross adjustment and had to be supplenented by scheduling,
by other naterial allocations, and so forth, a program authorigzation in dol-
lars would be even less effective and would require even mpre complete
supplenenting, 1nclud1ng, I would imagine, something like the Centrolled |
Materials Plan with regpect to the allocation of selected,materlals.

A STUDENT:

What dc you think might be done adbout preparing ourselves fpr the next
emergency? We have a fairly well-tried system in CiP, In case of 2 new
emergency, which probably will cccur a little faster than the last one, do
you have any suggestion as to how we c"n have the machlnery crganized and
ready to he set . up qulckly? ' :

I have one other questlon. What is your personal opinion o¥ tne wossi-
hilities of the allotment—currency plant - ‘ -

CCLOWEL SCHARFTY - .

As to the first question, I intended to suggest.in general terms that
I thought =2 great.deal could be done in the way of preparation in order to
save fire at the beginning of another emergencyv, I think certainlyv.thers is no
necessity that we again pass more than two years, as we did this tine, before
we establisgh any system of progrum control.

The things that seem tc me to Me possible to do are: First, continued
study and analysis of the control:plans developed in the . last war, such as
you are cerrying out here, and the:development posclblv of a ccnsensus of

opinion within the services of the general.features of the contrel programs
tc he estebhlished at the beginning of another energency,

Second, the spread of the knowledge of thet plan and its general fea-
tures throughout the military estedlishment and through the peserve organi-
zation, ard, if possible, through industry, so that we may maintain an asset
which I think exists today, that is, a gensral knowledge of these .types cf
control systems, We should keep it coastantly available, sc that when 1t
becomes necegsary to put into effect such a control plan, oerscnnel will be
available who understand it and accepiance will e availadble on the part of
industry. t seens to me that a grest deal can be done, some from this group
here, to acccemplish that type of preparatian,

Now, relative to the allotment-currency system, I was always greatly
intrigued by it myself, So far as I know, nchody ever worked out the detalls
of such a plan sufficiently s6 as to justify any final opinien, I never
felt myself that I could arrive at a final opinién with respect to that,

My own ideas were in the direction of simplifying the Aallotment X
tension procedure, and at the’ ‘moment my 1deas tended tc coalesce with those
thut supJortLd the allotment—curruncv sy%tem, I think that it is a. m“tter
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that is well worth much more consideration than it received during the war,
and that it may be the solution of the provlem of the extension of the 4
product system to cover all industrial products, I never succeeded, however,
in arriving at’anx final opinion except thaty
DR. YOSHPE: .
Except for the three hasic metals —- copper, steel and aluminum —-—
which aame under CMP, and a number of other items, such as tires, textiles,
and knit goods, which aame under a budget allotment plan during the latter
part of the war, the priorities system remained a fundamental material contrcl
mechanism throughout the war, During the course of its history it underwent
substantial improvement, and by the middle of 1942 we came to adopt the idea
of time and quantity limitation in the use of priorities and of halanced pro-
duction programs within particular periods, Assuming, then, that we can gear
our requirements to our production potential and think in terms of halanced
production programs for particular periods, do wou think that we can work
out a priority system to meet the needs of a war economy without the elaborate
and cumbersome machinery required in CHP? :

COLONEL SCHARFF:

In my opinion, such a course is impossidle, Priorities wers in full
use as the sole control during the early periocd, when there was assurance
that everything ordered would be dclivered and the enly question was meeting
the time limit on the more essential production., 3ut it alse performed a
most useful service throughout the war and up tc the very end as a method of
solving conflicts in detail of determining, if two orders should mect in the
shops, which one would go first and which would go second,

But from the very »eginning it has been my view, and it was our ex—
perience, that priorities were totally ineffective as 2 basis of progranm
control, In fact, so far as that having any influence, it scemed to me
that it was in the opposite direction; that the tendeney in the priority
system was to encourage inflation, I have never been able to conceive of
any development of the priority system that would meske it an effective sysiam
of progrem control,

The allocation of a sclected list of materials -- and our experience,
I think, showed that the three sclected werc a reasonahly satisfactory
selection ——~ was the best idea, I feel, that developed during the war for
bringing ahout that halance hetween the requirements or demsnd and the capa~
¢ity or sugply that is essential to get even the limited benefit that a
priority system makes available,

MR, SWAEEN: . : S
In scme recent studies of facility expansions some interesting factors

peinting to the necessity of early contrels were developed., The first
cemputation on proper requirements, made in the late suwmmer of 1941, indi-
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cated requiremerts two'and one half times greater than the available supplies,
This:tendency was experienced in all of the nore critical materials as well

©ag in requirementg.for eand products, The result was ‘a snowhalling of demand
for increased production facilitiés., So great was the demand for critical
materials to he incorpcrated in facility expansion that hy the last cuarter
of 1942 and the first gquarter of 1943, 90 percent of many crifical materials
was scheduled for increased preductive capacity, In order tc cope with this
situation, drastic chHanges in snecxflcatlons ana an extenslvo nrogram of
ubstltutlon were necessary, fe

CAPTAIN WCRTHINGTON: oo e
Thank you, Colonel Scharff, for a most valuable talk,

¢ L.
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