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It is a pleasure t!lis marning tc .welccme another of last year Is 
speakers, Soionel b!e.u.rice B. Scharff. 1 

3olonel Scharff is one o’f the outstanding c5hsulting engineers in 
Aner$ca, He specializes in pu?lic utility e ngineering and csns truction, 
pu?l,ic utility valuaticn arid rates; .and is a recognize& authcritgr in . 22s se 
fields in berica. After being graduated. fr3m Wessachusetts Institute of 
Tcchnologp, Gcltnel Scharff em%crked u>on an englneerl-n&; career, and his 
3usiness experience from .that time on ia a rcccrd of one success after 
nno ther, . ’ 

%ring Wcrld War II he ‘spent several pears cn active &uty with the 
Army Service Fcrces and its :Jredacasscr orgasizaticns, Euring virtually all. 
cf his tcur of Guty he was engaged with phases of pricritg wcrk a~-~3 particu- 
larly concerned himself with 132 and GOT 

After his duties with Hza&urrters, Army Service l%rces, were finislzed, 
he was sent to Gernany, wiiere be qent several m2ntb.s hel2i,ng General Clay 
and ethers, in determining the war gctential of Qe rmny , in crder that Gcrnan 
industries might be reduced .in irqcrtance tc, the pcint where they were n3 
longer 3. thre8t to peace. CL the.. terminaticn of these duties he was retired 
to inactive stat.us with the grade cf c~loml, 

Xc resumed hit r-ccr@ as a. Corisulting engi.ni:er, a& has just recently 
‘leen a,?:zinted ccbnciliator fzr the PittsMrgh rower strike, ” I 

ccIJomL SCFrnF: ,, .’ 

Thank ycu, Captain, Men I was asked ts come &r,wn and talk this mcrti- 
ing a?cut prisritias, 3‘ 2, 
all the years that have intcrvem7 
ties, 
al0~1 Q:e of t e 1 ‘&, e 1 h sub j ec: 

arid Cb?, I started to search my reccllccticn after s 
.Ltd since I had ‘reen engage3 in these,,&tivir 

and naturally had great difficulty in re-este3lishir-g a’ sufz?i.cietit 
t 0 %ring ‘23~ a:qitkring of value. 

. 

1x2 fact, my first effort tc recall something a\out the& systems of 
material kontrcl resul.ted oz:lr in my recollection cf.5 s$cry that scmecne . 
tsld me in 3ngla.r.d e?,out a 3ritish sergeant na,jor that was expla.ini&z tc a 
bunch of rookies the fine points of the Infield rifle, According t.1 t.he 
story, he, poinfed out the fine workmanshin of the barrei and explained the - 
operation cf tine firing mechanism, 
to” the stock, and,he mentioned, ti, 

Then he finally cai.le$ their attention 
them that early in the war t,he stock cf 

this rifie was made, as he said it, “Out cf &cd old Iiinglish ho.ak, ‘I At I 
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that :pcint a veice in the rear 6f the re?m spnke u? ‘znh said, “Sir, 370~ mear, 

'oak,' don't ~ou?~' Be sa.id, r'That I s, wkat I sa.id. Shut up.” 

He went en and said th.:,t later on, when oak was unch taina’ele, the stccks 
were made “cut of helm and hash. n 
don I t ycu? fl 

The same voice said, “You mean elm and ash, 
“That Is what I said. Shut ~1p. ” 

IThen he said, %ater on, when we coul.dn ’ t gc t Lelm and has!-, , we used a 
very ‘ard W&a called lignum vitae, This i.s a very dzrk wend. It has rw.c!~~ 
uses, as :70’2 ilay know, The Royal 8av:r has used it for piles fcr ;$iers. And 
when I w-y ‘piles for piers, 
rear, I don’t mean 

’ I night e.x$ain tc the heducated ?idict in the 
‘emmcrrhcids fer bIocminl .no73lemen, ‘I 

..: 
I suppcse the difficulties witi- -, oak and elm and ,a& .were similar tc’ 

many difficulties we had to cope with during this war; I,*., 

In trying to tell you abhcut these ccntrcls that were adopted -it would 
seem to me not worth while to gc intc many cf the details of the fDrms or 
the complicated procedures that were invclzed. For one thing, there wculdn’t 
-be time. I hope to cover the subject rapidly enough so that. some ,time map be 
available in thi’s ShG'rt period for ouestionst 
if ‘I can, 

which I will 5e ,glad tc answer 

Fcr another thing, I couldn’t remember the deta$ls, So maq things 
have happened sintie I ternina.ted ri:i connecticn with PI5 and CXP that I wculd 
have the greatest difficulty on any m$.tters of detail, Fcr a third thing, 
ii- wculdn t t be ver:! useful, “Jecaszso Sctiz. military arts and industru are 
dynamic and are ccnrtantly ,chnnging, Whatcvernf value we may get out of 
our ex->er;ence witb h theqe ccntrol, systems, we. vmiql ai1 have $0 recognize 
that in any future emergency the details of the system that will %e applied 
could not possi?ly Se the same. SC I would like to disc-uss, instead cf the 
details, the %ckgr‘cund of these ccntrcl systems, their cbjectives, the 
general plans that wer? adopted, t&e results that were acccmplished, the 
deficiencies that were demonstrated F,:J cxj;.erience, and the suggestions that 
we ccn obtain from that experience for our guidance in any future emergency. 
silt first I would like to trace very %ieflg and ra;BidJ.g the histcritial 
development cf these ccntrol plans. . 0 

It will %e’.rccalled thn.t in.1939, “the ,ycar irL &icL the war in Europe 
begar,, cur ccuntry w’s at peace. “PD gross nntional product, was es timatad 
at ninety billion dol’lars, We were constructing a’?cut six and a quarter 
Sillion dollars cf nek! facilities, and were exprtirg a’5cut t$rse 3illion 
dollars bf ‘goods, 9ur’ ccmpetitivc price and -9rofi.t s,stem was onerating u&or 
more or less norm&l peacetime conditions and with no s3ecialized’-~~?vernrlenf 
controls, ” 

., 

In 1940 the ‘gro SF national’ product increased to ZOC 3illion d0vh. 
Our construction incr’eised to ‘6-3/4, Silli.c;n,. and our experts t,o 44 billion, 
These increases were ,stimulated’ 3;~ the heginnir-g of our :defense production 
and ‘ey our effcrt to corime&e tc sbrvc as the arsenal of bnocrscy. 
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It has always seemed to me a very striking demonstraticn c’f the deli- 
cacy wi-th.which cur competitive system~5alances cur facility capacity and 
ear distribution cf materials and labcr to meet the requirements cf prcducticn 
that everi this small increase in national prcdxc,t resulted in a sufficient 
degree of unbalance so that in the fall c.f 194C: it became necessary to cs- 
tablish our first priority systen. This was a very sim@e system, that 
assigned, as I recall it, only twc grcups of priorities, A and 3, to military 
prime ccntracts ‘and to scme extent to their subccntracts, 

In 1941 the grcss national product incrkased tc 130 Sillicn, cur con- 
struction increased tc lo-3/4 billion, and our experts to five billicn, At 
the end cf the year came Pearl barber and cur entry into the w&?r. 

Under the influence of these increased requirements Gf essential prc- 
duction the priarity system was expanded tr: aj;ply tc certain essential civil- 
ian prcducticn as vcll as military crntracts, The sim2le.A and 3 priority 
system was expanded early in the year to a more alabcrate system invclving 
priorities running frcm A-l to A-10, Later in the year there ~1;s an inflation 
of the A-1 band which be?n immediately tc make itself allparent and led to 
a breaking up of the A-l pricrity 7;and to a series of priorities running frcm 
A-la to A-lj, .’ 

: 
Curing this ;?ericd also .it was fcund necessa.r:r tc supglement the prior- 

ity system by t,he first of the series of L and 1V; crders relating to allocaticn 
cf certain critical materials, conservation, standardization, limitation, anpi 
prohijitiQn,, cf some ,types of praductic;?, the rwst impcrtant cf which; perhajgs 
was the crder that became effective early in 1942 eliminating the productic!n 
cf civilian motcr vehicles. : 

In 1942 our grcss naticnal prc.duct expanded to 1.50 %illion, ,constructicr 
reached the peak at thirteen and a half Sillicn, and exports increased to 
eigh”, billion, The A-la priority band ,in turn hccame SC.’ i-nfl:lt’ed that at the 
middle cf the T;ear ” it became necessary tc esta\lish ‘a new series of AA1 to 
AA5 ,;jriorYties, 

Ewing the’ early part of the year ’ an experiment w>.s tried in-material 
allccation as a means of prcgram control known as the defense Supplies Eating 
Plan, Then. in t,he. third quarter cf the gear E.P, >he Production ~equirenents 
Plan, of hrhich I ,wi.ll speak fa’rther in a moment c’r two, was established. 
Almost immediately the iaadequaciss of t&is plan became a;:pa.rent, end in 
Ncvember the Ccntrcjlled Piaterials Plan was first announced, tea be put into 
effect in the seccnd.qusrter r,f 1543, 

In 1943 the gross national prcduct expanded again to 180 billion, cm- 
struction drcpped cff tb.seven and three quarter ?i.llinn,;and exports in- 
creased fwth.er to twelve and a hmlf billion, The A&l ,band cf priorities 
went through the custwiar;~ cycle of inflation, and it became necessar;’ to. 
develop the AU and directive sgst.ems fcr breaking h6ttlencnks. 

‘. 9 
., 
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C51P got into operation and was continupus?y studied a:id .+JrO'lJed* 
Toward the end of 1943, it became apparent; ihat it; T$rpl"~3.:i '.i e 2 ec es s ai-y 
to suaplement these previoils s:.rstems 1::; -the sohed,~ling of critical 
cor,;,or:en+,s. $0 -bat sclieduling 'I. -gt& c< . es tzclished, t* -:,e .:u-: i.:;-ho ei Ycct; 
at the beginning bi 19<&-; *ylcl. at i;he s3;1:.e time the ievelopemt Of 
manpower coi;trols was undertaLcen. 

In 1944 the gross'national _uroduct reached its peak at 200 billion dol- 
lars, construction fell off to four billion, and exports expanded still fur- 
ther to fcurteen billion, At the termination of hostilities in 1945 all of 
the contrcls tc which I'have referred except the'Prcdusticn Xeqiirements Plan, 
which had fallen 'I;! the wayside, were in effect and constituted a comprehan- 
sive system of material and prcgr,am controls that was the result of some five 
years of eK?erience and develo>msnt, 

T i OF?, out of this experience it seems to me that some general principles 
can Se 'derived, 

When the supolg exceeds-the &mand, our competitive system operates 
satisfactorily to'adjus.t the facilities cz:Jacity and the distribution of 

L materials and labor,to the re~~uircments:,withcut ang sFecia1 controls of the 
type I have r&ferred to, 

. . , ,, 
That is true when the sug,nlg either equals cr'ex- 

ceeds the demand, 

When kenand commences to exceed sugplg %ut capacity is still in excess 
of demand, prcducticn expansion to meet all the requirements can eventually 
be brought about,. 3u.t M&en time has become of the essence with. rospoct to 
essential deliveries, a griori,tg system is esscnti-21 in or,der to accoJmolish 
that result, 

When demand exceeds capacity, hmever, furthg contrcls are required.. 
Cur experieace iiencnstrates, I think, that thcs'e controls must 36 aLime& at 
the control cf ,programs, that is, at the control of procurementiy prccuring 
agencies, and prrvisicn made tcJ meet such ccntrcllcd demand. 

?ur experience also demcnstrates, I'think,that the central of selected 
materials, which was adopted as the basis of the Ccntrolled Waterials llan, 
provides a satisfactory gross adjustment of prrgram to cqacity, It cannot 
accomplish satisfactory, $rogram ccbntro15y i tsolf, but must be sup:;lemSnted 
73.y the fir,e adjmtments cf mmgrzen.t, prctikt, and other material allocations 
and scheduling, wit'n rmrqower ci2ntroli.d to effect distrj.?utior cf the avail-- 
able nan;?cwer. . 

The priority and C>9 ccntrols,.ther fore, are dnly nart of the s:!stem Pi 
controls that are necessary under emergency coqditions, i' tkirik I ShOilld 

add that in my view She entire syst& cf prcgram arid'msterials controls it- 
self is only sart of the larger Irogram of social and economic control that 
is inevitable in \7arfare, a problem which I think our experience of the past 
verr and our experiences at.the present time indicnte we did net sclve satis- 
Yfactoril;: in the last war, 2cr tc! mc it bucome,s a!>parent thnt if we are to 
avoid tne ur<:alances and the feelings of discriminatinn that arc respmsible 
fcr the present situation in our cruntrp in aricther emergenclr, it will be 
essential that we find a way to assure mere affectively the universal service 
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of OUT entire population and the avoidance cf the extreme unbalances or the 
feeling of un5aljnce in the distribution cf income and profits tha.t has con- 
tri?uted tc our present situation. 

. 

Turning non to the E’roductisn fiequirements Plan, which ‘kas cur first 
a.ttempt at program control, those plans wer!; a:?plied to all users Of %cX’e thar 
five thousand dc liar s worth per quarter with respect to some’ thirty 9dd criti- 
cal materials; and users in this group had to alJply fcr authbrizati'on c.f. use 
c?f these materials and of a large nuTher cf rther critical, materials ard’ 
alloys. 

. 

The FTE? sys2em has been described as a hnrizontal system. A single 
application,, which was known as the PD ,&-A form, was su3rritted fcr an mtire 
plant ccoering the requirements of all the products made in that plaEt. It 
comprised. fifteen or ‘twenty pages. I am sorry that, 1~ haven’t one of those to 
show you; hut my. files have disappeared since r?g experience with this matter. 

That form required a statenont af s@pmetits ir, the prior quarter, tke 
estimated future quarterly shipfients; firm orders on hand, the preference 
ratings applicable to those order’s, the end uses cf materiel tc he produced, 
inventories on hand at the ‘beginning cf tke period, the estimated use o$ each 
rf the materials during the period, the astimat.ed inventories at the end cf 
the Txeriod, distinguisl;ing ‘7e tween usable and ncn-usable shapes and sizes, 
and k. listing of the requircme~ts for cortain’briticai compc,nents. 

. 

These fcrms were su%nitted to the industry divisions of War Production 
Zoard, in tihich we had Army and ?8avy officers static’nad to participate in the 
processing aad tc dc what we could t,o protact the interests of cur military 
contractors and su%csntractcrs. There the:? were analyzed. They were ta%u- 
lated., The total cf -stated requirements of ‘e&k of the oritical ,xaterials 
was ccnpdted, ‘These ta%ulatiCns were subnitted te the material divisions of 
the.-War Iroducticn 3card for advice as tc the extent tc which~the requirements 
could 3e met, -Percentage scnle-down factcrs.weke established ir, each divisior- 
rf the War Producticn 3card, and iri scme ctisos for till divisions cf the %-a?? 
Producticn 33ar1, tc Ye iippliei to the quantities requested, in crder tC 
brir,g the autk.crizatiore within the estimted supply. 

&TO qmrters of ex’eriencc’ with this hcrizcr,tal system denomtrated 
‘effectively that it could net ‘nperate as a‘ satisfsctcry systcr, cf propraE 
ccrLtrol. There was r-s way of tcl1ir.g under this system, when a manufacturer ‘S 
applimticn was reduceI- 77y tkirty perCent, fcr example, d-at effect that cut 
we.8 ‘gbir-g tr: have cn the psrdixcticrl of anothe’r manufacturer t,c whcm the first 
KanufEcturer ms .a supplier and w?.o mi&ht in tub he reduced %y only twcr:ty 
percent. cr 5y fcrty ‘percent. 

‘I remember ve’sy well. the ir;l?ressi.en that i kad durir_g the’ months .I 1~u.t 
in there, that, ‘me were literally gci.ng at it ‘blind, aqd prece5sir.g of papers 
without kmwing trhat ‘Ge were do’ir,g,’ The co.tifusinr+ that. sprcan” throughout 
industry as a resuJ..t led to a~ urgdr,t dermrid fcr a r;ow and irr~roved slr,iitem. 

’ . . . 

. ” ‘__’ 
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After several months of study, in LE movember 3f 1942 it was announced 
that PAP; would ?e a'qandcned end that the Controlled Materials Ilan would 
5e put in effect in the second a&uarter of 1943, with provisian in the 
*egule.tinn for an overlap, so tha-, producers who had operated under PEP in 
the first',quarter of 1943 night c'yntinue t,> prooure materials under their 
Eirst.qnarter a.qlication, fcr the sec5nd :parter of 1943, in case they did 
not receive their CL? authorization, i.n time t:, :prevent interruption of 
pr5ducticn. 

.' '. 
.I.; CZF was'hased primarily cn the control]of programs through limiting 

.I 
. . the authorized use of four selected materials -- steel, copper, cDQ.,erbase 

alloys, and aluminum. As te about 70 or 80 percent of the use o'f steel, fcr 
example, it was a vertical system, as contrasted with FE, which was a 
brizantal system, For as to this proportion of the use of steel in what 
were designated as A products, the authsrizations were-passed down vertically 
through -the production system, Only tpe so-called B products continued t3 
have autiicrized use of material c,n what was in effect a horizontal or 9,3P 
qys tern. 

I%r the purpose of GIL3 and 3 prcducts were defined by listing scme 
five hundred types of products, mo'st of them products that were widely used 
in ci-vilian industry and-many of then commoq components of a very large 
number of end pr,Iducts, Suts and 'lolts were, of course, a particularly. 
g2od example of 3 products. A products were defined as all products not on 
the 3 yrcduct list. 

The general basis of that Sontrolled Materials Plan was a prchi%iticn 
of the nil1 shipment or the acceptance: 7;‘y any plant of delivery of any af 
these controlled materials excepting on the delivery o-f -a valid allotment. 
The A product alIotien+$swere made 5,~ t&e War Production 3oard operating ,, 
through the B-equirements Cqnnittee tc the claimant agencies, consisting of 
the militaql services and, at different t&s, some te'n. or twelve agencies 
representing the balance of the ecan3mic,s;&tem, on apglicatiSn from the 
claimant agencies. They were then passed on .i.n turn 4y these agencies through 
their procurement services t:! their ;srime cantractor, thei.r‘su"ocontractors, 
on down to the sub-subcontractors as fai'as the chain ran'thrcugh successYve 
A products, , ,. 

. 
. 

'i'he Bproduct nanyfacturers made tb.eir ayqlications direct tc the 
industry divisions of tlhe Var Froduction 3card; -and the aliotkits for the 
nanufactu:?e of 3 products were made 5:; the Requirements Committee through 
the 02erating Vice--Chairman..:)'f the '&r Iroduction Soard, whc acted as claim- 
ant agent for the industry. dktisi'cn. Ee in turn broke up th?se allotments 
TV the industry divisions, which in turn passed them gn tb the 3 product 
manufacturers on their,~applications, They in turn either used the materials 
themselves, or 'if 'they had tc, >rccure products wl$.ch.were.A products, passed 
on portions of their e.llotmer,ts to their A product component manufacturers. 

For the operaticn of tbis system a series of CMP f3rms, of wEc2l the 
principal ones were C&i? 4-A and CiL9 4-3, for A and 3 products respectively, 
were devised. The y were much shorter and simpler than the ela'corate 3W 
application had been. As I recall,it, each consisted 3f only two or f?ur 
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mm, Thev recuired the submission’ o’f production’ schedules for each pro&& ” 
._ to be manufactured for four to six, quarters. in the future, the controlled 

nateria.1’ requirements of, these .schedules by quarters, inventf?ries at the .be- 
ginning of the period, the use in each quarterly pdriod; and estimated in- 
ventories ,at the end qf the rgeriod.. , 

,. 
! . The regulations prescribed the procedure to be followed, and in addi- 

tion defined the Trccedure fcr the .esta~l~i.shment of bills cf material,.., the 
establishncnt of lead times for relating cont.rolled material deliveries -to 
end product sch.edules, and other details;, 

These a:;::lications, submktted as they were ‘by manufacturers, and resc:1-i 
ing ‘the claimant ‘agencies,, in the case of ‘A product manufacturers,, and’ the 
industry divisions of WP3’; in the case ?f 3 product manufacturers, were. 
tabulated and summarized and submitted to the Requirements Cotiittee and its 
working su’ocommi t t ee , the Progrm Adjustment Cofir?ittoe of the Tflar 2roduction 
3oard, along with the reports from th e material divisions of W?B..as to the 
amourit of controlled mat’erials expected to be available, 

I 

., 
After full consideration and discussion, the Requirements Committee 

made its allocation to the claimant agencies and t2 the Operations Yice- 
Chairman of the War Production joard, The Operations Vice-Chairman., ,as I 
has-c indicatedj broke his allotment ‘down .by industry divisions, and the 
industry divisions in turn passed them on to the 3 product manufacturers,. 

, 
To illustrate the procedure for the claiman? agencies;. The War*De- 

par tmcnt received i-5s allocati-on from $he Bequirenerrts’.:Camr:ittee of. the War 
Production 3oard, turned it over .tc the ,Cbntrolled Ma+%rials Cfficor of. the 
Production ijivision of Army Service Forces, wlw .broke .‘it down between the 
suppla7, services on the- basis of their estimates. of their .?eqq,iramnts, 
holding out a snail kitty. to meet emergencies .as tbey’%would arise, and 
passed the allcdations on <to .the su;‘:>l~; scrvi ce s , Y -which ‘in turn passed then 
cn to their prime contractors, Wlie in ‘turn passed- them on their subeontrac- 
tars and down through the chain to the sub-subcontractors as far as the A 

.‘products chain ran, ‘, 
. 

‘W, 
The CXP~oegulations also nrovided,for a complete’ accounting and re- 

porting sys tern,. so that the ,War Product.isti .?aar’d had at least the machinery 
for enforcing compliance with the rc&ulaticns and assurnnc’e that no manu- 
facturer violated them either by receiving controlled Ratcrials wfthzut the 
delivery of an a-pproaed or valid allotnent certificate, ‘or b:r building.up 
inventories in excess of the limits prescribed by the regulations. 

‘. ; ). 
One of the things .that interested me about our experience with the 

* Centrolled Iviaterials Ran was the si&ilaritg which that eziperience bore 
tr, thrit of the Germans with their metals control plan, aad1 ‘saw the effect 
cf it during my later ex;?srience wi,th .tlie’ CcntroJ Council .i‘n Gebmny. I 
hatis been told, and I assuve it is “probabl y correct,. that our Controlled 
Materials Plan was based in part u?on study of the *German r.btals contrcl 
plan. We learned in Germany that its 0perctic.n was very defi&.tely similar, 
the principal difference being due t? a characteristic difference between 
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the German and our obrn industrial and sdcial organization, in that in the op- 
erat.ion of the German plan the German pri&ate industrial groups, the Rings. 
cr cartels or trade associations, pla:Ted a,‘.,large part in handling ,direbtly 
the all.oc~.tion and dist$butisn 52 me.t.,eri&ls allotted to them, taking the 
place in that’ respect of our gover-nmental claimant agencies and the govorn- 
mental industry di+l,si.ons ‘of our War Production 3,oard. 

The operation of the Controlled Materials Plan,, in.my opinion, made a 
great contribution to our war effort. I think evdrycne whs had anything. to 
do with it wculd have to acbit the fact that it wizs’not a csmplete success 
and ttiat qportunities exist fcr its improvement, 

We gever succeded in overcoming,completely’the tendency toward inflation 
of requirements 3y claimant agepcies ?Sld 5:7 manufacturers in the, expecbtion 
that they would be reduced, That, 3;’ the way, bk4.s an experience that was 
exactly paralleled in Germany, 

. 

.We never secured satisfactory inventory controls within the limits 
prescribed: %y the reg$iations~ Tnat again was an experience that was 
paralleled to an even greater extent in Germanyy, for the inventories we found 
in GeTmanpiants after the Germans surrendered demonstrated that the inventcry 
regulations of the German system had been even more grossly violated‘not 
wi ths tar-ding the dictn torial central control, than had bsan our experience’ in 
industry here at home, 

We never succeeded in adapting the production of 3 products adequately 
to their ,requirements in connection with our production program as a whole, 
for the 3 product system was ‘a horizontal system, like the Production Re- 
quirements Plan.. It’suffered Fran t:?e sa& defects as the Production Re- 
&irements Plan, Althaugh o’ur scheduling.procedures that ,were developed. ’ 
helped a great deal with, ‘respect to ‘the selected critical copponents that w&e 
scheduled, it still is apparent that t&c adjustment of 3 product production 
to our production program was never ,adaquatcly solved, 

’ . . ‘. * 
These deficiencies sugc,est some of the line along which, it seems ‘to ‘, 

me , iti>rovement can be .SOU&t, I always felt myself th;t there was 2-i cppor- 
tunity for a very considerable extensior, Df the -4 prodilcts.,~~rocedt:re in 
connection with a simplification of the allo bent extention procedure, which 
wauld have accomplished a much more effective program control and would have 
greatly narrowed the area in which the difficulties we experienced with 3 
products were encauntercd, 

There was some feeling in some &arters in the War Producticn Toard 
that it might even be passi51e to a>oli.sh the 3 >r.educts pr.ocedur,e nnd to 
carry on all production through a vert,ical extension of allotments, utilizing, 
as it was suggested, s3me form of aflotmont banking or currency where the , ‘t 
extension of allotments would be as ‘sim,ple as passing dollar bills or Sank 
cIke dks , and where central clearing would 17~ a.cco’m>lished through 73rnnch 
allotment backs and a central allotment bank ann.lcgous to our Federal Reserve 
banking sgs tern. .I 
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My own view is that the continued stud;7 of this emerience is well 
‘worth while, continuing the exp‘ansion of the;& tynes of devcloments that 

ha.va been sugg’cs ted; and that out of’t22.t study it,~hould be r;ossible to es- 
tablish et least the general contours of &plan that might be prom,utly’adopted 
in case of another emergency and 
the beginning the advantages th2.t 

give Us at the very beginning or voq near 
it took us four or five gears to .develc,p’ in 

the last war, 

It .seans to me too that the study that you are giving of thebe su’oJects 
‘iti ‘this institution and the OpportUnity that exists to extend those studies 
more‘widely to the ranks of Beservists throughout the country;,and :$robabl$ 
withih the ranks of industrial executives not in the military services, ‘, 
sugEests a way in which our iatelligence can be centered on this :?roblem, and 
knowlodge of the result may be widely spread,. so that an earlier start ,may 
be made on an adequate organizatior in case of the development of a similar; 
emergency in the PJture. ,. .,, 

In closing I would like to say that such considera.ticn, i feel, must 
recognize that no oae siqle set of controls can possibl, 71 :sr,oduce the ,result... 
we desire; that what we Rust seek is fSrst a system of program c’ontrol ’ 
sup4ementod.by additional controls’of t hG ty:>e we develqed during the war, 
which cperated as a combined system and which produced the maximum’effective: 
production from our various facilitias.and r?aterials and manpower, 

I would like to add, again, that even .the col?lbination of these ;>rograms 
of materia.1 *and corqo’ne’nt and ma.npowcr distribution. controls cannot be effac- 
tive in prod.ucing ‘the all-out effort that an:? future, emergency will call for 
unless, it is integrated into a. nSre successful over-all system of soc’,ial 
and economic controls th&n we had in the ,lsst war, which: will make a&.ilable 
our entire adult man and wotin powor far the puqoses of the emergency and 
effect a distribution of income and profit and cortrol.of prices which will:. 
lead to loss ~unbalance andless difficulty in ths rccaaeersion to ndriml 
coqetitive conditions that hive to ‘w encountered after &ny sudh future 
emorgencq. ’ 

CAPTAIN WCX&INC-TCN: . 
< 

, 

8 We are ready <for qu;?stiQns.’ 
I .: . . 

A STJDEZQT : .’ 

I 
: 

.r . . . t 
Can progran control be accomplished %y ‘fisca.1 neang in war? 

,’ ..’ ” 

CGLOLBL SCaQF: . I ’ I -‘- .: : 

1; np G-pinion it c3mot be, IncidcrLtalj.y, a suggestion was .maae ic , 
the lct,ter .part o.f the wa.f,’ -ihen scrqe i1.f the deficiencias of, our C~~tf>lled 
Materials Plan CF s~y;leme,r.tal cc’ntrcls were ho,‘coning aj;parer,t G- th.?i’s -sugges-” 
tisn was made in the ;Army Service hordes. There was a group of officers 
tha.t becme convinced tharc was merit in the sug:!,estion --- that we might 
effect program control directly through fiscal,, control, that is, by authori- 

zing programs such as procureKcnt prcgrar& ai-~d production programs, in dollars. 
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It was always my feeling that such a procedure would be a very great 
step backward; tha,t just as control of the selected four GNP materials could 
accomplish only a gross adjustment and had to be su;r$lenented by scheduling, 
by other material allocations, and so forth, a grogram authorization in dol- 
lars would be even less effective and would require even mpre complste 
supplementing, including, I would imagine, something like the Ccntrolled ~ 
I$aterialy 31an with ,res;pect to the allocation of sclscted,materials. 

A STTJ)&': 

What do you think might be done about preparing ourselves $or.the next 
emergency? We have a fairly well-tried system in CXP, In case of a now 
'emergency; which probisbfy will occur a little faster than the last.one, do 
you have tiny suggestion as to how we csn have the machinery crganizei! and 

ready to be seti up quickly? . 

I'have one other question, W23.t is your parsonal cy?inion,of the -gossi- 
bilities of the allotment-currency plan7 I . . 

CcLomL S+CPrn* . 

AS to the first question, I intended to suggest. in general terms that 
I thought a great deal could 332 done in the way o f preparation in order to 
save time at the beginning of another emergency. I think aertainl;?.ther: is no 
necessity that ww again pass more thLen two years, as we did this tine, before 
we establish any system of program control* 

. 

The things that seem to me to ie possible to do are: First, continued 
study and ana.lysis,of the control .2l,ans developed in the: last war, such as 
ycu. are cerr,:7ing out here, aLd the.dovelopment possibly pf a ccnsensus of 
opinion within the services o f the generalSfeatures of the control programs 
to bc established at the beginning of another emergency, 

Second, the spread of the knowledge cf t hat plan and its general fen- 
tures throughout the militai-y establishment and through the Beserve organi- 
zation, and, if possible, through industry, so that we may maintain an asset 
which I think exists today, that is, 
control systems. 

a. general knowledge of thesetyues of 
We should keel? it constantly availa=ble, so that wnen it 

becomes necesserg to put into effect such a control plan, perscnnel will be 
available 1~53 understand it and accepr,o.nce will be aveila'ole'on the ;>nrt Of il 
industry. It seems to me that a grerlt deal cnn be done, some from this groWup 
here, to accom!?lish the.t t;l?e cf areparation. 

xow, relative to the allotment-currency .sgstem, I wets always greatly 
intrigued by it myself, So far as I know, nobody ever worked out the &tails 
of such a plan sufficiently so as to justify any final o;3inion, I never 
felt myself that I could arrive at a final opinibn with respect to that. 

My own ideas were in the direction of simplifying the'allotment ex- 

tensiop procedure, and at thc'nsmen.t my ideas tended to coalesce with those 
that sup>ort&d the allotment-currency system, I think that it is.,amatter . . ,. ', 
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that ?.s'well"worth much more consideration than it received during the'war, 
and that if-:mag; be the solutioa of the pro'olem of the extension of the A 
product system to cover all industrial products, 
in arriving at any final opinion except that, 

I never succeeded, however, 

L . 

DR. ':@S;RP?!j: . 

Exce;?t for the three basic metals -- copper, steel and aluminum -- 
whicheme under CN?, and a number of other items, such as tires, textiles, 
and knit goods, which oame under abudget allotment plan during the latter 
part of the n~~zr, the ;?riorities system remained a fundamental material ccntrcl 
mechanism throughout the war. During the course of its history it underwent 
substantial improvenenf, and hy the middle of 1942 we cane to adopt the idea 
of time and gWntity limitation in the use of priorities and of 3alanced 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 :rou think that we can work 
out a jsriority system to meet t:?r needs of a war economy without the elaborate 
and cumbersome machinery required in GXP? 

ccLo;:L sC;hmFt 

In my opinion, such a course is im2ossi%le, Friorities were in full 
use as the sole control during the early period., when there was assurance 
that everything ordered would 3e dcliverod and the only question was meeting 
the time limit on the mere essential protraction, 3ut it also performed a 
most usefill service throughout the war and J.? to the very end as a method of 
solving conflicts in detail of determining, -if two orders should meet in the 
shops, which one would go first and which would go second. 

3ut from the very 'oeginning it has bten rn;? view, and it was our ex- 
perience, that priorities were totallg ineffective as a basis of program 
control. In fact, so far as that having an:' influence, it seemed to me 
that it was in the opposite direction; that the tendency in the priority 
system was to encourage inflation. I have never been able to conceive of 
any development of the priority system that would make it an effective system 
of program control. 

Tne allocation of a sclscted list of materials -- and our oxgerienco, 
I think, showed that the three selected were a reasonably satisfestorg 
selection -- was the best idea, I feel, that developed, during the war for 
bringing ahout that balance Sst+een the requirements cr demand and the capa- 
city or su,~ply that is essential to get even the limited benefit that a 
priori@ system makes available. 

m.. Slfrnrn: * * 

In some recent studies of facility expansions some interesting factors 
pointing to the necessity of early contrcls were developed. The first 
ccmputaticn on proper requirements, m:tde in the late summer of 1941, indi- 
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cated require&erIts ttio :and one half tines greater than the avkila%le supplies, 
This tendency was ex$erienced in all of th6 WI-E- critical. materials as well. 
as in Requirements .-for ead pro ducts. The &s&t was ‘a snowballing of denand 
for increased production facilities, So great FJ~S the denand for critical 
materials to %e incoqcrated in facility expansion that~ by the last olmrter 
of I.942 az.d the first qmrter of 1943, 90 parcerit of I?ar,y critical. msterisls 
was scheduled for iqcreased prcductive cspaci ty. In crder to cope vith this 
s5tuation, ‘drastic dhanges,.‘iti specificatioris and’ati extetisivc program of 

. su%stitufion were necessary, 
. ., 

C+STP Ii” WCBTSIBGTO$I* ,, .. ..*. : ,. 8 * \ . 
. 

Thank ycu, Colonel Scharff, for a mest utilua’ele talk, 
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