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LIRUTENANT COLONEL EAAS: The subject of my talk is the "Determina-
tion of Requirements for Raw Materials". Unfortunately, 1t was also
the subject of a conference with Subcommittees 5 and 6, a2t which I stole
most of my own thunder. So some of you gentlemen will have to hear
repeated a lot of what I said then.

The first question that comes to mind 1s, "What are raw materials?"
Let me disabuse your mind on this point, I am not going to limit my
discussion to raw materials alone., So, rather than give you a defini-
t1on which will have little use at this time, I will define the limits
of the field to be covered, Origirally, I thought of saying that every-
thing whaich 1s not an end-item came under this heading. But when it is
recalled that what one user considers an end-item is merely a step in
another's manufacturing process, I decided to be more specific in my
definition, ‘There can be little question regarding the basic raw materials
such as coal, o011, and steel, By any definition, they would fall inte
the category under discussion,

The next type of 1tem which we have chosen to include in this field
15 the semi-processed material, such as castings and fergings. There
should be no quarrel with the inclusion of this class of materaal in
this discussions We have also included in this category materials such
as sheet steel, rolled brass strip, copper tubing, and 1ron pipe. These
are the materials which find treir way into many different manufacturing
processes and are even occasiorally used as end-i1tems. Beyond tris
point-~to coin a phrase--I am going to tread on moct ground,

For the purposes of this discussion,and for that alone, we have also

‘ancluded the broasd category of materials commonly called comnonents and

assemblages, Many of these in the late war were the so-called "off-the—'
shelf" 1tems of the ¥B" list, However, we cannot anclude the list as a
whole because many of the items on the list are quite definitely end-
1tems,

Incidentally, tc answer the question asked of Mr., Small yesterday,
typewriters were a "B" product., To 1llustrate the scope of the list,
sn were the tractors used by the Corps of Engineers. To sum up, we have
lumned tngether for ouwr own purpeoses all those 1tems variously referred
to as basic raw materials, raw materials and contributery materials,
By combining all these 1tems under one heading doesn't mean that we
consider them all to be raw materials., Certainly no defination of the
term would cover such a broad field, It doesn't even mean that we
consader the problems inherent in determining requirements for the various
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members of this group to be the same., It does mean that we consider
all elements of this class far too important to te overlooked and teco
often that 1s exactly what haprens tnless they are specifically
mentioned,

The importance cf tnis typve of material i1s perhaps best 1llustrated
by the fact that during the late war many of the threatened production
breakdowms and most of the slowdowns or decreased schedules were
traceable to shortazes of 1tems that fall into thas field., It was not
lack of heavy truck asscmbly capacity that caused the shoriage mentioned
by General Lutes an his talk. It was a lack of forge cawnacity and gear-
cutting capacity to make the gears for transmissions and axles that was
one of the prancipal bottlenecks., This 1s ornly one of many similar
cases that could be cated.

These shortages came about mairly because in planning the expansicns
to produce the necessary munitilons--the end-items--there was little
cognizance teken of the needs for the intermediate productse Requirements '
for end-items and major compcnents were generally estimated with some
degree of accuracy. &ven the needs for basic raw msterials were usually
stated 1n the correct megnitude, 3But high-level precduction planning for
the stevs between these two extremes was either never donc or was
completely out of line. Within the military services during reacetime
there had been littlc or no expcrience with these problems. Because
of the complexitiecs and lack of experience with them, thers was a great
tendency for military personnel to oversimplify in order to solve the
problems by use cf methods with which they were familiar, As for these
who had corme from industry, they hzd never before cerncerned themselves
about the capacity of their suppliers. It was something that was taken
for granted: If one source proved inzdequate, another was always avail-
able, There was apparsntly no cne whc rnew enough about the parts and
preccs, the shapes and sizes thal made up the overall production nicture,

This lecture las been scheduled tc insure that yvou will include all
of these elecments in your s*tudy of requirements determination. We feel
there 1s a great nsed for acquiring and disserinating informaiion
pertinent to the problems inher~nt in the detormination of rcquirements
for raw materials. You can sce ithe amportance we attach to this subjzct
since we arc directing the ciforts of two subcommittecs to a study of it.

The farst step in sclving @ problem 1s rcocognizang that one exists.
It seems hardly necessary today, with the example of the late war
befere us, to prove the importance of knowing ir advarce what our
needs for raw materials will be during an emcrgency. It is recognized
that this 1s a tough problem, but the very factors which mzke it
diffacult are the cnes which make tlzs forecasting so necessary. There

1s no definite way cf knowing how far off the emergency might be that
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we must plan for; but when 1v arises, we must be preparecd to state our
needs quickly. And we must be ready to state them In appropriate terms
for use at each of the broad levels--the manufacturers, the milatary,
and the over-all, Unless all concerned have knowledge of these
requirements, or can be told what lhey are quickly and ccncisely, no
careful planning is possible. Without plarning, there is inevitable
waste, .

By now, 1t 1s pretty well recognized that cur resources must be
carefully husbanded if we are to weather the storm, le krow now that
the barrel has a bottoms This was far from truve the last time and was
probably due to the fact that in a normal economy our demands in tnis
country seldom exceeded our supply, for when they did, additional supply
immedaately came forth to effect a balances This gave rise to a general
misconcention reparding cur self-sufficiency, However, during Vorld Var
II 1t was only by a careful system of allocating the available supply
of certain i1tems known as the Contrelied Materiels Plan) that we were
able to mecet the demand., Even today, after almost twe years of more er
less rormal overation, there are many 1tems in short supply. And, to
anticinate the thoughts of some of you, tlese shortages are not all the
result of labor difficulties, A4s an exanple, take the case of geod
lurber, or good liguor--both need aging; there hasn't been sufficient
tiume tc replenish the depleted stocks,

Regarding the subject of timing in these determinations--in other
words, the phasing--it 15 not only important to know the "how much" af
any requirement but also the "when", In 2ur system of mass cvroductienm,
most materials that enter irtc the manufacturang nrocess are not
stockpiled to any great extent, Cur modern proaucer does not provide
room in his plant for enorrous reserves, He relies uzon an uninterrupted
flow of raw materials, castings, and corponents from his suppliers,

In effect, the production line in any plant extends back to the mine
or the cornfield and includes the railroed lines that help feed it,
These are the elements which, i1n general, makec up the vwroduction lead=-
time, With this setur 1t 1s readily avparent how necesszry nroper
timing becomes from a manufacturing standpoint.

Annther aspect of timing 1s the problem of determining which
material requirements are to be filled farst., This, of course, 1s
partially dependent upon the relative urgency of the end-item, However,
as we must maintain a balanced flow of munitions, the philosophy that
"first things come first" cannot be followed too rigadly, It would be
entirely ridiculous to supnly all the steel for all our battleshirs
before givirng any for the production of rifles or refrigerators, merely
because battlezhips are deemed rmore important than these other cbjeets,
Each has its place in a fighting ferce and the time would come whepn
rifles would be the more urgently needed 1tem.
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Another facior that occasionzally may overrule relative urgency 1s
the production need, When lack of materials might shut down a plant
that 1s preducing munitions of less immedizte wrgency, diversaon of
materizls may have to be made in order tc avert szricus labor difficulties.
For these varinus reascns 1t becemes obvious that materiel requirements,
just as,any other needs, must be stated in terms ¢f time as well as
gquantity. This zs true a2t zll of the levels previoisly mentioned.

Cne might consider it almnsi unnecessary to merntion that no deter-
mination of requirements can be attempted unless a geod descrapticn of
the meterial involvea is includeds During the late war, however, we
were constantly bumping our heads on this problem, The rost comron
difficulty thaet arose was an adjusting total stecl requirements tn
total steel producticn. In order to bring these, twe figures into balance
for any given quarter, cuts in stated requirermcnis were made. No atten-
tion was paid to the type of steel that was going to be produced or the
specificaticn of the steel that was desired., It w25 assuned that the
demznd and supply would be in balance, To : great coxtent, this was
true; but there werc many winstonces of 2 manufacturcr having ar alloca-~
tion for steel but being unadlc to ploce an order, This cccurcd bgcause
re steel mill was producing the type of stecl he rnersded duraine the
period fer which he had 2n #lioca*irn, In suck cascs, the alloecstien
merely became a hunting licensc.

Another place where a gooa descrantion of the item wes nceded was
1n looking for manufacturing facilitiss 1o preduce what appesred to be
a commercizl item, A gocd exomple of this 1s the case of heavy truck
wheels, +It was found at one tirme that an expansion of thris industry
was necessary. when approval was sought from WPB some officizl, who
had come from the wneel indusiry, callca vp a fraiend and asked if he
hed any additionel capgacity. He was assured that such ceapvacity existed.
It took six weexks of careful checking of all facilitics to prove that
this open cavacity could rot preduce the kind of truck whecls that was
reguireds To parcohrase zan old saw, thorce were too many instances of
neovle szying they wanted fruit whan they rezlly meant apples.

The next point to bhe considered i1s the agency to be chargzsd wath .
determining requarements. Here as where the levels which I mentioned
carlier have acfinite significance. To scy 2t what level any particular
requirements should be calculrtcd, cne st know for what purrose the
results <re to be used, In Werld War II, the WPB wos charged with over-
21l supervision of all croductionty One of 1ts er-rlaesh problems was tn
determine- whether or not sufficient capemcity existed within any given
indusiry with 2 view te plenning expansicns if nccessory. Naturally,
the first- thing the WPR wanted te lmow was what were the requirements,
It was a relatively samplce problem to get 2 statement of end-item
requircments. Everyone adopicd the attitude of the Tullman porter who
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was asked by 'an inexverienced traveler the averagc tip vas for a cross-
country journey. The porter blandly replicd "$5.00". Thc traveler

gave ham this sum. Thc negro aprearcd cmbarcossed end then said, "Bess,
ah reckons ah oughtn tell you that, so for, you 1s de first pcrson whats
come up to de average." Like the Pullm~n perter, everyons askcd for
nlenty. .

With regord to civilian-type end-1tems, WFB kept the responsibility
feor expsnding these industries, Usually there was enough information
.2vailable to mcoke a2 ressonably good arnalysis. The claimant agencies
which,1n the main, were the military services, were charged with
sponsorang all expansions for "A" or military type end-items, Here, too,
after consultaticn wxth the manufacturers, fairly good decisions could
be made, Howevcr, when WPB tried to itranslate end-item requirements into
terms of castings, forgings or compcnents, 1t fcocund 1t was impossible to
compute these needs- a2t that level, The Board even found 1t ampossible
to comoute requirements for thc three controll~d materinls——stecl, copper,
and aluninume So 2nother aoproach was ~dopteds. The WPB called ain the
manufecturers on an industry-wide besis. By consultation with these
oroducers and by studying order bosrds to dutcrmine urgency of crders,
the Bosrd then determined which industrirs-—--gznerclly in the so-ca2lled
componiert field--~had to be kept opcrating st 100 percent of capacity.

To each producer within these industries ther: vi:s allocated 100 nercent
of ris stated requirerents for the controllcd matecrials. This vns 211
part of the Centrolled Materials Plan. As you tsveé adequate informaticn
on that subjcct assigned for reading, T will not go into any further
details about 1t,

At this time I would like to daigress a moment to pecint out that no
survey can be considcrcd worthwhile unless 1t 1s ccerprchensive. Thas
statement would be ¢n 1dle plataitude 1f there hed not be:zn some serious
errors comritted in pl-nning, due to incomplet: analysis. The most
glaring example I can recall from the late war wes in theo synthetac
rubber program. Here was a critically .nceded substance that had tep
praority, cven to the extent of being set un under 2 séparate darector,
Everything necessary to get the progrem roliing was supposedly done,
Just aboul the time the new nlants were due to go irto action, a shortage
of one of the necessary elements in rubber production, carbon black,
was discovercds. Thore was much scurrying 2nd head-knocking in the next
few months tn overcome the deficaency.

This was cited as an example of what c2n occur when planning 1s not
thorcugh and 1s not intended as = criticisr of the over-211 job dene
by the supcragencies in World War IT, !
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During peacetime, both the Govermment 2nd industry ere constantly
engaged 1in determining requirements. One micht at farst wonder why,
in our normal, rather "lzissez—-feire" system of operations, the Govern-
ment would be interested in thas field, It right surprise somc to
learn thst the Department of the Interior i1s charged by law with
cstimating requirements feor oil, Furthermore, every time that Congress
decades to investigate some aspect of ame industry on a country-wide
basis, another of the Nation's exccutive departments has o new survey Joos
During the past few months, for cxample, the Bureau of Mines has bcen on
the hot-spot cver the coal situation. It has had to furnish an ¢ndless
stream of statistics to cverybody. It 1s not cnly Cengress that calls
on these agencics for facts and faigures, Our hard-bitten industrislists
have grown accustomed to placing reliance upon them for the same type eof
informations They are the first oncs to scream when cuts in government
expenditures threaten to dry up thcse fonts of knowledge.

The government agency most familier to all of us thet 1s constantly
concerned with requirements in the Munaitions Beard. It is continually
assessing the industrial mobilization requirements for materials and
marufactured products necded in cese of en emergency. The Board, in
turn, has charged the Technical Scrvices, the Burezus, zna the Air Force
with tiese computations for militery requirerents, Although they do not
have the responsibilaty for colculating civilian crcrgency requarcrments,
they are 2t prescnt engeged in these computatioms; no other agency 1s so
doing and without some such cstaretz, the owver-2ll Mobilizataon Plan
would be worthlsss, It 1s expected that the Natienal Security Reosources
Boord will either 2ssume this duty when 1t begins te function or wll
assign responsibality for these calenlations to some other agency.
Inasmuch as you hrve 21l beern gaven litorature on the opcrations cf the
Munitions Board, and I might also 2dd, inasmuch as the Board 1s at
préesent in 2 state of reorgarnization, I will rnot go any further into the
subject,

Cn the next level below the Government during peacetime, where
reguirements computation 1s 2 constant activity, stand the various trade
organizations. These are important sources of information for thear
various members 2s they present an industry-wide picture., The imporiance
of getting this broad picture was clearly recognized in the 1lnte war,

The best method of obtrining 1t was found to be the Industry Advisory
Cormittees. They proved tc be invaluable aids both to WPB and to the
Armed Forces. One of the faukts that developed, however. was that in
some cases they assumed too much power--WeB often allowed them to dact-te
policy, An example of this, waith which I am most familirr, occurrcd in
the tire-chain i1ndustry, The Army was persistently unable to meet 1ts
requirements for this atem and continually tricd to cxpand the industrys
WPB, acting under the guidance of the Industry Advasory Commitiee and
being under the supervision of a man from the industry, insisted that
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capacity exasted. It was not until the Army made a thorough 90-day
survey of the industry that it was able to prove that there was not
sufficient capacity to meet both military and civalian needs.

Remember, this was a "B" item, so the survey was unofficial and the
industry not too ccoperative, The problem was solved, incidentally,

by a voluntary moratorium on civilian orders declared by the industry--
after the facts had been well-publicized !

The next level below the +rade association is made up of the mass
of individual manufacturers. In the normal peacetime operations of our
large and small industrial concerns, requirements determination 1s an
everyday occurence, just as it was during wartime, They have two
different kinds of requirements to determine, front-door and back-door,
Expressed in other terms, they must estimate their customers! demands
on them and their demands on their suppliers, Lach of these demands in
turn must be estimated on a short-term and a long-term basis. Though
1n many industries today, potential sales are greatly restricted by
production limitations, either within their own or in thear suppliers
plants, under normal conditions back=-door requirements are dependent
upon the front-door estimates. This short-term front-door estimate or
sales forecast, as 1t 1s commonly knewn, 1s one of the most valuable
tocls in the hands of industrial management. Executives use these fore-
casts to regulate every aspect of their business, Production departments
use this short-term fagure to set thelr goal and to calculate their
material requirements, Purchasing departments must know quantities in
order to establish sources of supply and to get better nrices.,

Undoubtedly some of the most 1rportant decisions that management is
called upon to make are based upon the long-term sales forecast. This
1s particularly true waith the basic raw materaals. When 1t is realized
that plans for the development of mines and the erecticn of refineries
must be based upon estimates of the probable consumption of a product
ten years in the future, the crystal-ball gazing has to be good. Some-
times, though, the crystal ball tells a different story to different
pecple., Witness the recent controversy betweer. the Government and the
steel companies over the expansion of that industry,

As you can see from what I have said so far, the determination of
requirements is certainly one of the vital forces guiding industry
during peacetime just as it was the alpha for our great wartime log-
istic effort, Certainly a problem as important as this warrants some
careful consideration in the selecticn of methods of solution. There
are almost as many methods as there are people estimating. Colonel
Mickelsen has told you previcusly that for each purpose--at each level
for each item--a different method may be necessary., This statement is
certainly as true cof this class of materials as of any other,
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The method most familiar tc all of us in the military servaces is
the summation method, baced on bills of mater:ial. This is the method
gererally used by purchasing agents tc do their actuzl buyings. The
starting point for these calculations 1s an estimate of the end-item
requiremerts., Each end-item, in turn, 1s broken down, in so far as
possible, into 1ts many constituent parts, Like pieces are then grouped
together vherever feasible and then, by a series of multaiplications and
additions, the final, vprecise figure 1s obtained, Without a doubt this
is the most exact-—-and exacting--of all methods, oroviding an answer
that 1s mechanically perfect,

What 1s generally overlooked, however, 1s that no solution is any
more accurate than the least accurate facteor which has been used an the
determinations Quite often, scme empiracal figure 1s used in the estima-
tion of end-i1tem neecs and then the balance of the operation vroceeds with
pin-point accuracy. The fallacy of this 1s rather obtvious. It is perhaps
necessary for a purchasing agent in scme company, that car be supplied
with a precise bill of material for some one vroduct of ‘which the final
desaign 1s frozen to use this type of operation. 3ut, to use 1t when cne
1s estimating over-all raterial requirements for economic nebilization,
seems a bit far-fetched, In the first place, designs are never static,
certainly not until producticn starts and often not even then., In the
second place, 1t 1s 1mpossible to get a naticnal bill of material or even
a military bill of material ain the detailed form {hat would be necessary
to make this a workable cperstion. You might try to get bearangs,
sufficiently well celineated, as a starter, In the third place, even
1f ther= was a sufficient guantity of lightning mechanical computers
available, zt would st211 take too long and use toc many pecple to
correlate the myriad elements of the total picture. And, in the fourth
place, as 1 have previously indicated, the methods used to estimate
end-1ten requarements are not sufficiently accurate tc warrant such
attempted precisicn. Certainly the summation metlod has 1ts uses,
mainly for procurement purposes on & short-term basis when relatively
few items are involved., Its use shculd be restricted to this or similar
operations,

It seems that this 1s the appropriate point to describe briefly how
over-all reqguirerents in the past war for the three controlled materials
were adjusted to productaive capacity.

The first step was for WPB %to obtain from the claimant agencies a
staterment of requirements, or "guesstimate'", of the materials needed 2:n
the manufacture cf the "A" or military type end-items., Simultaneously,
1t obtained the same irformatiorn from the »nroducers of "B" products.
Next, after corsultation with the industry concerned, 1t estimated petential
cutput. Vhenever requarements exceeded capacity by more than 10 percent,
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WPB requested the claimants to review their statement of needs. This
usually resulted in some reducticn, Then, if capacity was still lack-
ing, an adjusiment had to be made,

Usually the claimants involved were the military services, 3o
WPB would get frcom the Joint Chiefs of Staff a decision as to which of
the various major end-item progroms were not to be cut. After making
allowance for these inviclate programs, the allocaticn of materaals for
the other military programs were reduced on a percentaze basis,
Generally, these cuts were made on a short-term basis, gquarter by quarter,
and did not affect long-range requirements . When future shortages were
forcseen, exvansion of facilities was planned to eliminate them,

4s I have previously stated, industiry has core to prlace more and
more stress upon estimating future demands. I wall describe a few of
their crystal-ball gazing methods that seem 4o have some possibility of
utilization by the military services,

All of these methods observe certain principles which are equalls
applicable to military and andustrial use. First and foremost of these
1s to know the purnose for wnich the forecast is to ne used. Second,
choose the method best suited to that purpese. Third, collect all
rertinent data and zresent it in a readily understardable form. Fourth,
analyze these data and draw conclusions from them. Tifth, check actual
resvlts with estamates in order to revise the method of forecasting for
future use,

The cldest and simplest of the rethods in general uses relies upen
the estimates of top cormvany executives, These men are supplied with 211
possible factual data upon which to base their corclusicns. Inasmuch as
these officials come from different fields of onera*ticn--sales, production,
finance, etce-—thcir viewpninis differ, By corbinirz .nd avera;ing

these views a good rcsult csn be expected. Althoush 1t can be argued

that this method relies to a great cxtent unon personzl ovinicns, they
have the weight of provin good judgment.

Very often,perscnal judgment is supplemented, in vsri or whole, Y
some statistical methods There ere mary forms that this moy teke Ore of
the most popular uses corrolation analysis, which 1s 2 method of measur-
g the relaticn between +4wo or more factors., It 1s rarticularly useful
m forecrsting the nroboble long-term future trend of requirements for
some of our basic raw meterials, In this instance, the forecast 1s usually
made cn an industry-wide basis. Once thz tot2l has been forecast, the
individual company estimztes 1is own share, The correlation 1s made
between past requirements for the moteraal under consideration and somc
other base figure of which the future trend 1s more eas1ly predicted,

Cne commonly used basc figurs 1s known zs the Gross Nationzl Product.
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A rather serious limitation to this methed 1s that 1t 1s based upen
past trends and fails tc take accownt of technological develonmenis
thet may alter the trend in eszther direcction., This, rowever, is a
czliculated risk thet must be taken, It is faxirly safe 4c assume that
should something occur that vould decrease consumption of one of cur
basic materials, the industry concorrcd would probably find additicnel
uses for the material tc act as 2 balancirg factor.

Another forecasting trehnique, particulsrly aaantable for use in the
field of raw matertils, d.pe¢nds upon an analysas of the future trends in
certain consumirg rouwstries, It 1s bascd on the fact that the major
demands for any »ow material, or type of mrteriel, are found to core fron
z relatavely small perccntage of the many actual consumers. By 1solating
the 10 or 15 percent of the users whe consumc 85 to 90 percent of the
output, 1t becomes a much simpler task to prrdict future dermarnds. An
allowance factor can be included to take care of the other ussrs.

¥any industrizl corncerns have Tound 1t wor
more melhods »f forecasting sc that a
other, If there is 2 recsonable deg
more ccnfidence i1n the results,

In summing up, I should like to repecat a fow points for emphasis:

First, there is rc one simnle forrmula that can be applied to all fore~
castings The method used rust suit the vurpose for which i1t 1s intended,
Second, the better the wnformeotion on which determinaiions are based, the
better will be the results, Therc is usuelly much pertinent datum avail-
able that 1s never useds Thard, the mcthod selected must be capable of
producing an answer, int time tc be of use te those who need that answer

to meke decisions. 4And, fanelly, there 1s ne scbstaitute for good judgrent,

Thank you.

Any questzons”?
MR, MASSLLUAN: In conrcction with your forncasiting of the use of
revw matericls, you suggest you use the mothed used by industry.

Thet 2re you going 1w do in 2 cose where indusiry daffers widely
from what the Government offacinls sugzosi should be the future
u

T
cersumption, such as an the presont controversy over steel, where the
two are so far apart” R

LIEUTENANT COLOKEL VAAS: Dad you szy, to strt with, I suggested
vcu use the method used by industry? I suggested that you study the
method used by industiry and siuvdy the metlcds used by other government
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departrments then decade which 1s best feor use in any one particular
fields I am *trying te avoid recommending any rariicuvlzar methed. That
is what the comr:ittee 1s supposes to do.

lire MASSLIWAN: Yes, but something should fit ain between,

LISUTTNAIT COLONEL PAASe MNaybe they will have to find a balance
between the two methcds. I am merely trying to recommend that these
methods be studied; not that any one partacular method be used. I hope
T ¢did not give the impression I was recommending any ore particular method.

CCMLENT TROM TEL FLOCR: I thought they were studicd during the late
war, It seems to me that the Army ard these other »nlans finally wcund up
with the Controlled uaterials Plan whach, as I understanc 1t, is ycur
surmation method, It seems to me that that did work cut pretty well,

I cannot see where you have a good cbjection to that system.

Although I am ol in the Requirements Section, and not perhaps quali-
fied to state, :t dces seem we had some of the best talent in the country
werking on the summation system that finally cawe out in the form of (P,
For the Imlitary's use, that 1s about tne only good nractical systerm that
canr be used.

LINUTEVAI'T COLCINZL HeAS: vell, T'a afraid you heven'i stucied the
Controllecd Materials Plan well ennugh or you woulan't hovwe made that
statement, because the Contrclled Malerials Plan is definitely not ihe

sumration method.

COMENT FROY THE FLOOR: I'm a little rmixed up on the surmation method,
perhaps,

LIEUTZNANT CCLONEL EAAS: The summation method, as I traed 1o show
you, starts out wxth a ball of materizls. You aterize them very carefully
all the way down the line. You multaiply 211 these 1items by the total
numper of 1tems that you want cf this martscular thing and you come cut
with a figure. Then ycuv ada up all the f:gures together and corme out with
a tctal at the botiom.

QUESTION: Isn't that what the clairant agencies dad in order’ to
submit their requirements”? After 2ll, the Navy caid, "We're going to
build sc rary aestroyers, battleships, or sometaing else,". Although they
did rot go through, perhaps, all of the details, they did brang out the
fact that so many vounas of lead were going to be uscd in the construction
of the battleship, They had a pretty good i1dea, Using that as a basis,
they did come out with their requircments, In other words, they used, I
think, a medifiec surmmaticn system.
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LIEUTENANT COLONEL MAAS: Do you recall what Yr. Small said yesterday
when he said we migcht be zble to contrel sometbing by isola’ting one
thing and analyzing our reguirements for trat cne thing very carefully.
That 1s, in effect, what Contreclled haterzals did in the case of copper,
steel, and aluminun, But you had the whole "B" List on the side, There
were thousands of 1tems they dadn't do that for; they never started out
wth a bill of materials for those.

I do not want 1o go into a whole discussion of C¥P. They asked
industry to come up with their requirerments, Industry came to thom,.

Certainly you can't start production without a ball of materials.
We are talking about en over-all top-side agency which will start out
with a bill of materials at the top and faigure out 1ts requirements,

COMMENT FROM THE FLOOR: Well, I do think the Controlled Materials
Plen was o modafied form of the summation system for those three
categories of meterial, I might be wrong. perhaps am.

LIZUTENANT COLONEL HAAS: Do you think WPB sat down and figured out
the requirements for all of them?

COMENT FROM THZ FLOOR: I den't think any one oerson did., I do think,
before the cleiment sgencivs could submit ileir reguiremenis, they had to
go through a mcdificc form of summation.

LIEUTENANT COIONEL EAAS: They didn't, notall of ther, I can assure
you., I mean they very doiinitely did not sit dovn eand faigure out the
requirements all up and down the line., They dad produce the figure
finaliy, yes; but industry did most of the calculation and gave the
figure to the claimant agencies,

cer couldn't sit

COIMPENT FROM THE TLOCR: OCh, surel! A navel off:
sC on.

n
down and say, "I heve to have so much steel,” and

LIEUTENANT COLONEL HAAS: Yeou cannot start with » baill of materisls
at the top and try tc figurc ouvt regquarerments =211 the wray dovm the line,
I don't say your bill of mat-rials hasn't a use; 1t has, But you can't
start vath 1t 2t the highcst level 2nd faigure out all the way down the
line wath zt,

Are therce any other gquestions besides b1ll of matericls® Docs any-—
body thirk I should have gonz further irto that? No cther qucestions?
(o resoponse).

That's all, gentlcrmen, Thank you.

(20 November 1947--450)3.



