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GENERAL ~cKIh~EY: Gentlemen, today we continue with the tenth 
in the series of lectures carried throughthe course under the cogni- 
zance of the Organization andA~ministration Division, 

Our lecturer is a graduate of }Jmssachusetts Institute of Technol- 
ogy and is recognized as an outstanding consulting mngineer in the 
fields of public utility engineering and construction. He comes to us, 
however, on account of his experience as a colonel during the late war, 
at which time he vms With the Army Service Forces, and later liaison 
officer wi%h the War Production Board, where his assignment required a 
thorough knowledge of the theory and practice underlying priorities and 

allocations. 

His subject today is, "Organization for the Administration of 
Priorities and Allocations." I take great pleasure in introducing to 

you Colonel ~urice R. Scharff, 

COLOneL SCHARFF: Thank you, General. 

Gentlemen, with the kee~ appreciation I have of my inadequacy as 
a speaker on organization for priorities and alloc~tiens, it vms nat- 
urally a source of great gratification to me to receive an invitation 
to discuss the subjoct with you for the third successive time. 

Of course, that gratification might have been accompa/nied by a 
sense of grievance because, as a rcsu!t of the efficient management 
of your courses, I understand my remarks last year were token do~ and 
mimeographed and have been required reading for the me~ers of this 
class .. So that I do not hav~ the opportunitythat I might othom~so 
have of continuing to repeat the same talk ov~r and over, year after 

year. 

But I assure you I have felt no such sense of gric~vanco. On the 
contrary, this fortunate circumstance relieves me of the necessity of 
repeating any of the detailed references, which I made last year, to 
the historical development of our material controls during World Vfar II; 
or to such details of the procedures and of our experience as it then 
seemed worth while to refer to. 

Instead, I feel that, having presented that experience to you as 
fully as I did last year, and since you have h~d an opportunity to road 
my remarks at that time, I may pass over the field I covered in my 



preceding talk with no mor~ than a g~n,~r:~], summary, recalling to your 
attention the principal featugo~s of the control systems to which I 
then referred. 

I have in mind, ther<~fore, only to mention at this time the 
demonstration wo had in that.experience, that no sin~le ~ o sys ~m of con- 
trol and sllgcation can be adequate by.itself to direct the compli- 
c:~ted program that w~ h~'~e/to carry out in time of ¢m~rgcncy. 

You v,ill recall, too, thatI rcf,srred to the limited but very 
essential rQl.~ played by priorities in establishing th<~ basis of dis- 

; " tinguishlng-betu~.~een the rel.ativo urgencies of different requirements 
.... at points of.conflict, i~nd in directing materials into channels re- " 

: " .quired to meet the most urgent demands; and to the fhct hhat~ in the 
~.arly ~ port-ads ~'he. n supply ~nd~demand are reasonably in balance, all 
that is necessary in order to accomplish essential ands is torecog, 
nize those relative diffor<-'.ncos in priorities, 

• - - [. ~ 4 

" . . -  I p o i n t e d ;  o u t ,  h o w e v o r ,  t ? - a t  ..,he,.~ d~mand c x c e o d s  the, ~ c ~ p a c i t ¥  ¢ f  
existing fucilities, the us:~ of.p~'iofSti:~ s alo,uc no longer suffices, 
a'_.'~d it becomes necessary to dow~l~p'~, control system yhi6 h will be of 
such a n~ture .-s to ~.,~xcrcise program control, and .uotmcroly to affect 
the distribution of materials arfd cnd~products..Our ~xperience with 

• the different typ:.~s of controls we tri.~d in the l~te War demonstr~..tes 
• that 'the mere control of ' .... ~.~lon<~ not a drstr.~out~.on is " " ' that . . . .  one,ugh and 

S'ys~em must b.~., found "th", t  ~;rill ~c±ual~ix bring aboht p r o g r a m  control. 
: , . . . . " . . . . - .  

In my previous talk, i also. roforr<~.d to the proof we hadin Our 
" exp6rionc~, that a horizontal plan, like th,o Production 'Rbqair~.v~cnts 

..... Plan, cam]or!possibly yi~ldthzt n-~.oasuro-.of program control which is 
essential, nor brin~ about anything like r~,asena~31? qorr#spondonce bo- 
twJon .the distribution Of basiclmaterials .to the diff~.~r~nt cla.sses of 
compone~ts at'd to the' @nd br6du:ots:,th~t ~ntor]. ~to ithO" r6~uirdmonts of 

' both the. m i l i t a r y . a . n d  c ;< i~ i i ian  . p r o g r a m s . .  . " ;i '. " , ' 

• ( , ~  4- 
Y O U  will rec~ll, too, th:',t I sug~s,cd~ that 6v~r ~.xp~:r!o_~c.. ~ " " ~--, had 

demo.ustrated th:~t .the Controll~,d i,.htorials Plan, through the wise s~.lec- 
tion of the ~/pe.S ~qf.matorials ~to b:~ coi~t.r.oll~/d and tnrouoh the develop- 

~ mont. in a. largo aroa.ofa mi~%hed of~vertical..ail.otmOnt, " provided the 
mo st.hopo.ful contribution toward the solution Of the problem of realiz- 
ing progr~m..cbntrol su'ch as is essen-bi=~l. in such n.n emergency. 

The f'~ct is, howew~.r, th:'.~ Such a v.~rticn.l .allotment systsm as the 
Control:led.2'~nterials Plan can provide no more thanwh-~.t i called last " 

/, 

.$ 

/o 

year .a ."..gros s i'adjustment," Ica~=ing %he.-finer adjustment .of distribution 
" ~to requirements to bc ~ccomplishod by.,a v.~,rie]ty~f supplc~m,~:ntal controls, 

including th.~ direct zllOcation of certain selected mi~torials outside 
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of the controlled materials, and available i.n limited quantities; the 
actual s~hcduling and distribution of certain types of components 
entering into ~vs, ricty of en d products; and a series of conservation, 
standard-~zntion, and limitation orders vJhich vJill effect the maximum 
possible dcgrco of conservation of those materials in limited supply, 
or v:hich ~will limit the quantities of end products in the less-essen- 
tial fields that may be manufactured--which am2, in turn, have to be 
rationed in order to secure their equitable distributiQn--or prohibit 
the manufacture of those t',pes of products which would otherwise inter- 
fore unduly with the accomplishment of the resu&ts desired. 

You ~:.dll recall that I sug~stod that all of these different 
varieties of controls ~::erc developed du~ing our experience in iTorld 1~'ar 
II; th.~t all of them, in some degree or other--even the Production 
Requirements Plan, in its relation to the B product part of the Con- 
trolled ~[aterials Plan--were in operation to some extent at the end of 
the war; and that it could not be hoped that any siuGle system of oom- 
troi could be'developed tha't ,:ould h~k~ the place of these various 
supplemental programs. 

You will recall, too, that I pointed out that T.:hile the most im- 
portant result of this combined system v~as the degree of program con- 
trol that v,~s accomplished through the ope~,:tion of the Controlled ym_ 
terials Plan, the final combination of controls [eprescnted a tremen- 
dous advance over the methods ~:~th T:hich :':e entered t/~e f;ar, and pro- 
vided in many respects a reascncbly satisfactory solution of the prob- 
lem of meeting our requirements through the use ef priorities and 

allocations. 

Nevertheless, :~s i pointed out, there ~,vcre some" outstanding re- 
spects in ~'hich even this combined" system of controls fell short. Our 
oxpcricncc domonstr0,tQd that there ~::cre large oppor~anitios for further 
dcvelopmbnt and improvement. Among those deficiencies and opportunities 
for improvement, I called attention to the fact that ~::o never succeeded, 
in the operation of the Controlled i'."~terials Plan, in getting a~Tay from 
the inflation of. requirements by agencies that anticipated that their 
requests ~;ould be reduced and, therefore, included iu their estimates 
quantities to offset those expected reductions. 

The feature of the Controlled Z:htcrials Plan that iris originally 
designed to scr?e as a check on this no, rural human tendency--the do- 
vclopmcnt, adoption, and approval of standard bills of materials for 
all types of products and components--was developed to only a lizitod 
e.xtqnt in the use of the Controlled ~,~terials Plan. I have felt that 
there were definite opportunities for improvement in this respect by 
further development along that line. 

" "  t ;  ~ - -  :'- ' : "  
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We never succeeded, in thc operation of the Controlled l.iatorials 
Plan, in making the invuntory restrictions fully effective. As I 
point@d out last year, mn d as I. learned from my ovT_ exper:iences ir j 
GOrmany, vre dofinit~ly were more soccessful.in that respect, in deal- 
ing with American ~ industry, th~n the Germans, vith all of their con-. 
tralized control, were in the:it relations :~,ith German industrial organ- 
i.zations. ~ ~no inventories we found in Germany st the end of the War 
were far more out-'of balance~ v~_th.the .German inventory restrigtions 
than .our ~oval indtlstr[il i'nventories ever came to be with respect to 
our inventory res;trictic~ns, There is, without a doubt, however, .a field 
for improvornont'in our allocation and control.systems so ~.ns to bring 
about better compliance ~,ith r0asonable standirds Of inventory control, .• 

., . 

Perhaps most important of the lessons which I f01t we le~.~rned from 
our experience v.iththo Controlled !.Jater.ials Plan, ~.nd which • I men- 
tionod last y0ar, was the fact that we never succoede~ in devolopir.g 
programs for B .product production, through that portion "of the Con. 
trolled I:i~t0rial s Plan that corresponded with the horizontal Production 
Requirements Plan, that adequately kept then in balance with the pro- 

.' duction of products for which allotments were madethrough'the A prod- 
ucJc p r o c e d u r a .  

I came to fool--as I suggostcd it to t h e  c.lass last year--that one 
of the most important opportunities for .the improved.neat cf the Con' . 
trolled ~atorials Plan lay in the direction of..o,,t~..d~.ng the A product 
procedure, through Slmpllf~l-.5 and facilitatinz the pr0c.'~dur~ for ex- 
tension of al.lo.tmonts, and in thalt marm_.~r applying to a substan%ially. 
larg~:r proportion of the entire production .system t '~,~ vortical, pre- 
medure ~.~ich ties up thu production of end products and components and 
subcomponents and sub-subcomponcnts, all the ~y dovm the line, from 
top to bottom, to the distribution of tha'basic matori~'is. 

• ..Duri~.g ?/orid Y/ar-TI, as T pointed out ~ _ . . . .  ~ ~./car, Suggestive pro- 
oosa!s wore made with respect tc ~applying in this fi,.~Id various.t~oos 
of allotment cu.rrsncy .~nd aliotmont bn~d-~ing; "with the h~., of . . .. p,~ a CO OEI~ 

pli~ing ~he result to.which' I have just ro£orred, nam~l~, simplifying 
and faci!itdtin C the extension .of al!o~c:Tts. Some of those proposals 
would have established control through acc!-unting methodS, ,or .through 
something like a bnr~ing ~ystem n~~d contrai allotment bank. I: a l~mys " 
felt th:~t these suggestic.ns had ",': '"":t pro~ise "~nd that they ~;,~ere not 
adequately explored ;during bcrld Uar II. $.0 . . . .  -,~_~r~., agair, is a field 

' for.dcve!~.~pmont and improvement to wl~ich I h...'pc s. gro?.t d~al of atten- 
tion will be paid bef.or~e the ti:uc c~mcs ",."hen we actually have to under- 
tcJ<e th~ 'dovclop'~tont~"cf pri,~rity and allocation con~ro!s. 

,',ruth this general reviews-almost entirely a repetition of what I 
placed before the class last yoar--I f~oi '-have dew'todas'much time 

: 
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as will bc ~,zorth your while to these dotailpd considerations of the 
expOrionce we had in ~.orld i,~'ar II, of the procedures ~.rhich °,;o the~ de- 
ycleped, and of the lessons ~'~hich we learned from that experience. 

• I would like, therefore, .to devote the balznce of my time before 
the question purled bc ~ins to the discussion of one or tu:~o more gem- 

• oral aspects of this control problem, to which I only alluded in pas- 
sing in my ror,~.c.rks last year. I have in mind so~,~e consideration, 
first, of the philosophy that underlies .material controls in time of 
,.~ational emergencies in.a democratic, •capitalist society; and, second, 
the relation of these controls to the broader program of ~lational 
mobili za$ion. 

~s I suggostod to the class last'year, in what we like to think 
of as "nor~.al times," our competitive economy is a very delicately 
balanced system. 2acility capacity, the di.stribution of mat(:rials and 
lab:or, and production are quitd precisely 'adjusted to the requireluonts 
of demand. ?~'ithin certain definite limits, variations of demand and 
• supply result in the maintenanco of that adjustment by additional in- 
vcstmo.ut or by capital withdra~val; by facility construction or shut- 
do~m; by increasds or decreases' in prices and wages; by redistribution 
of materials and labor; by financio.1 roorganiza ti(~n; ,~nd by the other 
factors :thai work um_der the influence of competition. The accomplish- 
moats of this .system, which we' h:.vo come to call "free enterprise," 
have been one of the marvels 'of our age. 

But ",re tend to forget that those more or less automatic control 
mechanisms, like the sorvo-mochaniszls that engineers use tc control mo- 
chsnical, electrical, chemical, and p~ysical processes a~_id systems, can 
operate-successfully only bet~,;oon tho~limits of variation for ~,,dqich they 
arc designed. Beyond those limits the system simply carn~ot satisfy the 
requirements of a modern democratic society sufficiently, and in time) 
to maintain that general support ",,@~ich is bho indispensable basis of 
social stability- in such a society. 

• .I 

At such'times some other action--o,t lo~Lst for lilmitod periods of 
timo,-is necessary to moot the simulation. " Since we have never devel- 
oped any social mocha1~ism, other tha~ g~-vornmont, th:~t can act effect- 
ively in such situations, this means govcr~w,Icntal action. For, as 
Abraham Lincoln said in one of his hand--~',T,itton memorr,,nda, amcn'g the 
Lincoln papers made public last summer, "The legitimate object of 
government is to do for a co~m',ua~ity cf people ~-~-hatcver they need to have 
done but cannot do at all or can:-~ot dc so well for themselves." 

During iiorld i.~ar ZI the necessity for •such action was universally 
recognized. It alvmys Seemed to me to be a striking phenomenon that in 
a socioty so generally dedic.a,tcd as ours to the. support of our free 
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enterprise System, and so Linclined to look upon governmental economic 
+ controls as destructive of that system, practically no. voice was 
raised anywhere durin~ the vmr :to suggest that the requirements of our 
Armed Forces and our essential civilian requirements could be met by 
the uncontrolled operation of the competitive price and profit system. 

In my own experience, I can recall only one such proposal. At one 
time, when we were desperately struggling in ASF wit}i the problem of 
increasing the production of. aubomotlve engine ~ Cast:i~ngs wi%hin th.e 

. framework of. our. materihl, manpower, ~nd price .controls, a repres~enta- 
rive of the foundry, industry did come' to .~e and say, "If you can arrange 
to free the foundry industry completely of all ~ge, price, and profit 
limitations, we will give you all.the engine casting s you want." But 
even he .did not wan~.hi.s suggcStionladopted, for: h~ added, somewhat rue- 
fully, ~"But. if you do it, I wouldnlt claim: ~+~e .wouldn*t ~;~Tock the land- 
ing'cra~t ~ program, and some oth~r !.program.~. "~ '+"." i ~.. 

. . . .  • .. ~ :." 

~ So I thinks:Jrmaybe said that even %ho'mostoxtreme advocates of 
the free enterprise , competitive price .and profit . ~yst~m agreQ that 
s~0h •controls as we are discussing are inevitable and e~.sential in time 
.of.-.. war. . . . . . .  . ' +  . - .  

• . . . , + -  • : . 

, . .  . . 

• ' P a r e n t h o t i c Q l . ! y ,  i t + s o e , n s  t o  m e " u n f o r t u n a t +  that t h i s  l r ~ c o g n i i + i o n  

does. not comprise an underot~nding in all cases th+~t such ne+cossity + 

arises from an unbalance be$~;+een supply and demand beyond thelimits 
within which the 5utematic controls of our competitive system can opsr- 
ate .Successfully;. and that it is ,ontirely possible to havc such un, 

...balances at ti-nes ether than periods of actual hostilitibs,'.during which 
shuilar govcr:~uent~l measures may be temporarily required. • 

I.mention this at this time because+ in the current debate On the 
~rshall Plan for aidto. Europ@, and for.the maintenance of an area in 
the v~orld in v~hich our American ,.~,;ay of life can continue to 0porate, 
so many of those who speak and ~',Tits .on the subject mak~ the mistake 
of referring to econo~ric controls as "police,stats methods," and of dis- 
cussing the possible application of oven limited controls of this charac- 
ter during the period of emergency as :if it involved a quostion0frc- 
ligious faith, rather than one of practical statecraft. ' 

a matter of fact, it"is my o~n view that no higher exprcssi0n 
of dontocracy can be found than "~s ~ "'-" • .+~ ~.b~ty in time of war, and when 
necessary in othc.r periods of national em~rgency, to develop and adopt, 
after fro9~ debate in icgislaturos, in the p~css., and on the radio, " 
through vote of representatives of the people chosen in free elections, 
the ~emoorary measures necessary to:mobilize ~nd apply to national aims 
the+ fuli power of the+people and t]~cir resources--then; at t~e end 0f 

,. . . . 

the emergency, to. put an end to those measures and to •restore thefree 



economy. With adequate leadership there is no reason why such neces- 
sary temporary measures ca~ot attract as universal support in oth~r 
national emergencies wh~ro they are required as the control measures 
v~hich we did adopt during World War II. 

This brings me to my second general topic, vinich I v~ish to dis- 
CUSS briefly ~.~ith you: The relation of material controls, of v:.hich 
we have been speaking, to the broader program of national mobiliza- 
tion. 

As I mentioned in my talk last year, during 1945, in the middle 
of V;orld %~ar II, it was foum.d necessary to begir~ the development of 
certain limited controls Of the distribution of manpower. In 194~ and 
1945 there was wide discussion of so-called national serviec legisla- 
tion, although the bills actually introduced in the Congress v~oro 
practically limited to providing for the elimination of strikes and for 
the recruitment or drafting of needed industrial workers in war plants, 
and did not attempt to provide a comprehensive system of universal 
service, : 

E.von these limited bills v,Dro never enacted into la~v, I do not 
think it can be disputed that "~o never succeeded in 7[orld !'Tar II in 
Securing ~n acceptance by the entire civilian population of the same 
obligation of service to the Nation as that to ".~'hich the military per- 
so~Ael and other personnel in the service of th<: Government ~,roro. sub- 
~octod. 

Lot me recall to you the joint statement of the Secretary of 7rat, 
the Secr0tary of the Navy, and the Chairman of the U. S~ i~aritimo Com- 
r~ssion, dated 20, April 194~, almost on the eve of D-day at Rormandy, 
in which the thr~e men most • directly rosponsibl0 for our war production 
said, in support of 19gislation then under consider~tion in C0ngross, 
"V re are poised for our greatest undertaking as a nation since v~o 
achieved our national independence and unity. I Ve dare not falter at 
the front or at home. Present z~othods have not solved, and are net 
solving, bur critical manpower problems. There is little evidence to 
b01iOve that they "~iil provide for the greater problems of the future. 
From the experience of our allies it can be predicted that once the 
obligation to serve is made a dut~j by lavT, the volunteers will come 
• or~ard. Be thc t as it r.ay, bh~ need for a law to mobilize and man- 
curer the industrial manpower of the Nation ca~ot, in our jud~uent, 
be denied or evaded." 

Those words, ~'~itten under the stress of the greatest d0mands of 
the war upon our Nation, express a fooling ~hich I believe is deep- 
seated in the hearts of our people. V~hon we come to consider the type 
of conflict ~orld V~ar III is likely to be, if it over-occurs, and the 
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threat which it will bring to our very exiat~nco as an indcoondcnt na- 
tion, I do not see how wc can help recognizing, as I suggeste.d at the 

~ t a . .  b e : s t  re- close of my talk last year, tM~t even the aoolication of '~ 
sults of our experience in bo-~d !Var II, with r~mterial, component, and 
r.anpower distribution controls, ~~ill not be sufficient to produce the 
total all-out effort that ar.y such future cm.~rgcucy will require. Such 
a result can be accomplished only if these controls are integrated into 
a more successful ow;r-all system of social and economic controls than 
vzo had during the late vmr, including a system of universal service 
za~_on v~il! make available our entire adult man and woman oor.~r for the 
purpose of the ohorgcnc~y, and which will permit the universal, free 
expression of th 9 ~ge to scryc which will be in the heart of every 
good American~ ' .. . .' 

I hope, therefore, ~]ia~ your class, as well as the }iunitions 
<B'bard, the:National < Security Resources Board, i a.nd all of the other agcn- 
.:¢ios that are studying the. pro]~lom of national mobilization, will ce~- 
sider theso problems of m:'~t~riai control--pr{oritios; PRP, C?.IP, com- 
ponent scheduling, allocation~ conservation, standardization, li..mita- 
tion of production, an d prohibition of production,,not as separate, 
isSlatcd problems but, rather, as parts of the: g~.~n~ral problom.:v~hfch 
has become of such oVcmvhcl;z!ng importance to ,~s all, thct of nationhl 
mobilization in emergencies, in such a way as to maintain our ~.ation~l 
unity and to develop, when necessary, our maximum national military.po- 
tential, 

.... ~c ~omo que.stions? . 

l 

COL'0~L ~IS: I a m  going to ask *~ " . . . .  colonel Sc~mrff the same question 
I.  a s k e d  J a c k  S m a l l  r~'i~on he w a s  dov.~ ~. h e r e  [ l a s t  we~k,  i f  hc ~,.~outd expand .  
on ~ho theory, of tlqc warrants plan. You touched or. it as you dis- 
cussed a b~.~In~ system of material dlst. lba~l m. ! 

COLO}~EL o o n ~ . r . .  : V ; c l l ,  a s  ; h a v e  s a i d ,  t h e  w a r r a n t ~  p l a n ,  o r . : t h o  
allotmcr.t currency plat, or the ~llo~mcnt ~~",~-~'~- ~lan a!v,..~ys intrigued • • . . ~ '~  . ~ , _ + ~  

ale great deal. I aivmys bcllcv.ad "' .... i~ was ~/ortbj/. of much moro consider.h- 
tion and study than it received, so far <'.s I k~ow, during.:.iorld l:ar II; 
.... ~ '+ ~ "'"~ ........ " ~" ~" + ..... wider apnlication of the. ~,.d t , L ~ t  l~ ,.~l~.,t ofz~z a ~.~oc.l .... !~ . , :~  ..or b-,~:~ . .  

A - p r o d u c t  p r o c e d u r e ,  w h i c h  a l w a y s  s e c mc d  -be m~ "~ t o  .be e x t r e m e l y  d a . s i r a b ! 0 .  

~:0f cour.se, it i~ conceiv~.b!e that that rcsult'r~ight be .acc.omplish~d 
in a nu,mbor of different vmys. For example, the simplification of the 
s ~a~.d~. d A-product ~llo~nent-oxtcntion procedure, t.hro~gh the use of 
standard~ farms :more readily ad~,.ptablo to the subdivision of allotments 
received .nnd. capable c f being corYoinod in the. r.~.~ords cf recipients in 
combincd~ quantities, tc bc recorded ih the ..II.~ c.tm.~.~t ~. aocou~ting. ~ro-.. •. 
coduro, i without the Use of ;'mrgants and without the development of a 

8 
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banking syste.m, could, I bclicvc, grcatly facilitate the extension of 
the A-product procedure. But oven that r~]ativcly simple proposal, 
v~hilc it was discussed to some extent, never, in my opinion, received 

adequate consideration. 

In making this coL'~..cnt, I have in mind merely the normal allot- 
ment procedure in which the standard forms issued to a specific allot- 
mont holder for a specific purpose and for a specific program and pro- 
duct might be simplified and eor~bined in such a ~vay as to extend groat- 
ly the application of the A-produc t procedure. V.hothor t.hat extension 
could be carried far enough to ~accb~plish the optimum application of the 
A-product procedure, I do not hne~vo 

It has always seemed to r.~.o that it may be worth while to go be- 
yond that and to give consideration to the use of warrants, allotment. 
currency, or material checks the datails of which could be accounted 
for adequately in the records of the issuer and the recipient, in such 
a ~,ay that they could then be transferred, oollected~, and turned in, to 
allotment depositaries, corresponding v~ith the ba~cs which, in turn, 
v~ould clear their dcposi~ts through a central allotment banking agcncyo 
Such a procedure migh~ permit the record cf the complete details of 
initial allotments to be confined to the record of the original issue, 
and thereafter mc_ke possible tile ace, umul'.~ticln and accounting• for allot- 
meats/through the bar~ing ~ystem in broader and broader co tegorics, 
• loading up to the supply programs of the various agencies at the top of 
the • system, 

The possibility of the development of such a scheme, as I said, 
seems to me to bc very great. It might require additional paper work 
and complicate procedure to an extent ~.vhich would render it undesira.ble 
if it were possible te ~ acco~.plish substantially the scJ.~e results-by the 
simplification of the procedure for extending allotments. 

But, So far as i knob,r, no eric over made a sufficient analysis of 
either of. those suggestions to justify any final conclusion. To me, it 
~vould seem tc suggest a type of research program for some of the agen- 

.~s problem through ~Jhich very important cios no~ ~ cDgaged on a study of ~'"" 
and helpful contr~out1~ns could bc ~uado. 

DR. YOSHPE: I v~cnder if v;e could have your vio,.vs as to ~vhere the 
basic priority and allocation po~Tors should bevcstcd in the emergency 
organization; also, the extent to ~vhich v~@. must delegate portions of" 
this basic priority and allocation responsibility in a war emergency, 

COLOHEL SCH~IRFF: I camc to fool that in our experience in ]~orld 
VJar iI in that respect we developed a reasonably ss.tisfactory conclusion. 

9 
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779 started out with a distribution of the priority and allocation' 
powers betv~en various agencies, ~ first, ~nc'mi!itsry priorities, 
which were the first to be applied, wer~ handled in the Armp- and Navy 
~..mr~iti0ns Board, Subsequently, v.~hon it became necessary to apply 
priorities to other programs, a civilian agency was sot up which ap- 
plied those priorities, 

In time, this dispersion of authority proved to be -0norougnl$ Un- 
satisfactory, The placing of the priority:and allocation authority in 
the hands of the chain:an of. the iTar Production Bozrd, by Executive 
Order of the ~resld~nt; bhe integration of the Army and ~.]avy Idunitions 
Board with the 7/or Production Bqard by the location of Army and l[avy 
officers in all of its various divisions; the adoption by the Require- 
ments Co~.,n, tt~e, in which all of the agencies r.;erc represented, of 
~priority. schedules for the difforo.'.rb programs and subdivisionS of. 
programs; and the administration of thosO prio.ritios, nfto.r they had 
been authorized , through the variouz prccuromep_t agencies and the 
divis'ions of ths;/ar Production B~ard, seemed to me to Pr9vide , in the 
end, a very satisfactory solution to the problen~ . . . . .  

' ' In other words, it is my thoucht theft the authority for ~ " " o prl0r~t~c s 
and alloca.tions must be placed in ode: place;: namely, t}ie head of the 
top ..... organization~ oo'~~nerall'~ y rpspensiblo for priorities' and. allocations. 
The.a&v.inistr~ticn, howeYcr , can b~ decentralized by having~ tha~ head 
6rganizatien lay devm~ the g~nund rules, ~ ~'~' " .- . . . . . . .  as.~::~tn; priorities . ~ 6  be 
applfed totlie dlffiercnt classes of programs, "~" .~ur full,discussiOn-in 
which the agencies po.rticipate; the central agency revio~-.~ing and check- 
ing the admiz~istration but dqcontralizing the actual a~aiuistration 

• . ~ . . .  

'~nd a~6plic~'tion in the. procurement: algenc:icsL and, in th~ industry. divis- 
ions of tl~O central, over-all or.ga~ization. , ~ ' 

, . , . . . 

-. " :.. i ~ ": :. 
i ~ ' "  ~'~ . . on~s qUE Tl0~'k: I notice that under the ~£arshall: Plan, C ..... '~ has 

asked Socra"tary Anderson to make a sgady of the food situation here 
• at h o ~ . ~ o ,  . . . . . . . .  : .  ,. 

During !:/orld L ar II,. aqn you ~olI me. hO::r !end-l:ease ~'ms coordi, 
mated With priorities and allo~ations; and if it vmS de6ided to gi~o 
something on lend-lease what. co~_try they. decided to give it.to? 

-' ~-~ 

COL0h~L .. C~R~ ~ : Lend-Lease_ vas one cf the agencies represented 
on ~th0 Requirements Co~itto~ of the Uar Production. P~oard, along with 
the Arr~ and Na~z, the Air Force, the Civilian R .... ~-.~ . . • . ,~-~_ .~m~nts organization, 
the Transportation organization, the ~aritime Cor~isSi6~, the vice' 
• chairman of %]~e "Jar Production Bo~rd, representing the various industry 
divisio.n, and various others, to.taling up, ms I ~rocall its, • to I a number 
that varied at different times botuveen about 12 and 1S, 

e "  - 

: . :  I0 !I 
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The Lend-Lease Administration subm..itted its programs for re- 
quirements and entered into the discus~sion of its relative prio.rities, 
in the Program Adjustment Co~uittoo and in the Requirements Committee 
of the .Tar Production Board~ on the same basis as all the ether agen- 
cies, So .that when the priority schedules wore finally rccom~..ended by 
the Requirements Committee and approved by the chairman of the ~ar Pro- 
duction Board, and when the allocations of materials or ether allocated 
components ahd end products wore roco.mmendcd by the Requirements 
Committe 0 and approved by the chairman of the -far Production Board, they 
then becaz~.c applicable to the Lend-Lease A~ministration as ~ll as to 
the other claimant a~encies. 

As to the program of the Lend-Lease A~ministraticn and the division 
of its requirements bct~veen the different countries to which shipments 
~-mre to be made, that was, sc far as I know, a matter pri~tarily within 
the control of that Administration itself, It developed its program 
and submiStcd it to the Rcquirm~onts Co:~.~ittee whore it was subject to 
criticism and d0batc just tho same as the programs of the War and Navy 
Departments were subject to criticism and debate. 

But each aooncy developed its ovm program and final approval by 
the %far Production Board set the pattern of priorities as well as the 
allocation of me, terials and other allocat~d cor:~.po.~ents and end pro- 
duet s. ' ~ 

QUESTION: Hew long did it take for the Controlled ~laterials Plan 
to become fully effective after it was first introduced? And how can 
the original time bc cut dovm in the event of any f~ture ~,~r? 

COL0h~L SCI~IRFF: I thi1~ the tizle can unquestionably be cut 
dov~ by plalming in advance, As I recall it, the Production Rcquiro- 
~ionts Plan was adopted, if I r~ncz~bcr right, in the su~.~mlor of 1942, 
Is that correct, Colonel Ntis? 

COL0~L NEIS: Yes, sir. 

COL0k~L SC!L~RFF: And in }[ovonber 1942, it had already been 
proved that it was net the solution. 

t 

The Co~trolled I,~tcrials Plan wa~ brought out in November 1942, 
to bo effective in the second quarrier ef 1943. There'was a provision 
that comps.hies which operated i~ the first quarter under the Produc- 
tion R0qnirements Plan could, at t!icir option, continue to operate 
'under the Production RoquiromontJ Plan or go over to the Controlled 
I,J~aterials Plan in the second quarter. So that the 'Controlled Mater' 
ials Plan was not, I believe, ±ul~y i~ operation until th~ third quar- 
ter of 1943, or very close to two years after our 'entry into the war. 

II 
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There is no question in.~ V mind that those t~vo years wore large- 
~: ly lost in obtaining experience and developing those systcms° If 

adequate plai~iinej and adequate educational programs, i n the i~rmed Serv- 
ices, in the other branches of the Govorik~<~.nt service, and in indus- 
try can be carried out in advanoc , there is no reason r/by at Ie~st a 
largo part of those two years could not.be saved in some future emer- 
gency. 

. QUESTION: Would you like to or/argo somewhat on your stc~e ~~, ~ ...... t 
about the standardizaticn of bills of ma.terial? 

COLONEL ~:~_~rT~°~.~'~. If you have studied the Controlled ivhtorials 
Ply, you will. recall that bhat was an important part of thJ original 
plan. It was intended th:~t Per every end product to be included in 
the procurement progrmu -~ of ,~.~ one the sew~ral ~ " ~ to all ct- a~ .... oleo which _ 
meats were to be made, and Tot which they were to be authorized to 
issue allotments t~.their prime contractbrs there should be dovclope.d 
standard bills of material, which vtculd bu passed upon by the ].ar Pro- 
duction Board, and ~lich would then bocome the basis of estima~Jing the 
requirements. " 

In theory, it was believed that those bills of material mlgiit be 
collected by the procuring ....... 4~o <.,u,,.~..~.~, do~;m throuzh the chain of pro- 
duction, first s ~,,.~;~ the controlled materials and the components 
going into the end product for. which roquircm~.ents ~;orc to be estimated; 
and then each of t h o s e ,  components to.bo supported by a bill of con- 
trOlled materials and subcozpononts at the nexb ]]ovei, .~nd then each 
of the subcomponents and sub-subconioonents, in turn, supported by a 
similar bill of materials all the vmy dov.~_ -th.~ 'chain of production 
which, as I recall, frequently wont through many Steps.. i~fy recollec- 
tion is we had senti cases b~u. Lt'~ ~" ~-o~ :".u.~ attention in which thbro.woro 
as ,many as 17 or 18 successive levels at which components t'~eFo asse.'.u- 
bled and passed on up until they finally found thmir resting place in 
the end product. , ~ 

I. It was though t that the dcvelonment~ of those, standard~ b~s-"' of 
material and their review and. approval by a Bill of J~a'"~erlals" So ~" v ~l on: 

in the \~ar Production Board might hprovide a standard basis of estima- 
tion of requirqmonts and thus oxoz:ciso some control ~o~er the tendency 
to- inf!ation •ii.~ ~ ~-- cr,<or to anticipate cuts to-be made. In theory.it 
should have that. rosult;"practioa, l]y, ib added an elemgnt of complica- 
tion of such enormous magnitude that it never received any-vory ex- 

tensive application and,':t:) a considorab!O extent, .:get .test in the 
shuffle, ' 

- I think that the program was too ambitious to'be .carried out to 
the extent that its original advocates thought possible. But, on "the 
other hand, I thir./< it might have .n.ac, a wider application tna_. it did 
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have" and that there is an oppcrt~anity to develop bettor control of 
this inflation t:~ndency, through grorrth in the use of standard bills 
of materials, than ~ms done during the late ~:~r. 

COLOhVEL McKENZIE: Colonel, , ' ;~-ill you give us your ideas on the 
timing of these controls ~:~qich you advocate; that is, the time at 
which they should be instituted. 

I ~ thinking new of two arguments| One that says if you put 
them in at the outset of the emergency, you are going to keep things 
in balance and y'~u are going to save time in the lon~ run. The other 
argument, of c~urse, being if you have unemployment at the institu- 
tion of an emergency, there is no po~-centage in putting in universal 
service at that time. If you have surpluses or a sufficiency, shall I 
say, of materials, foodstuffs, that the institution of rationing is 
. orly a waste of time and slews up procedures; thnt you ~hould let the 
normal trade channels operate as long as they possibly can. 

bill you elaborate on those $:.~o viewpoints? 

COLONEL SCI~LIRFF: "_'~ly o%~ view has been, evqr since our last pre- 
vious experience, that when controls are n~cossary, the earlier they 
can b6 instituted, the better. Even though, in spite of the be, st 
planning and educatiSn in adv~nco, there m.~qy be some confusion and 
some waste motion and loss of production in the early days cf making 
the controls operate, it is my view that the losses from sthat cause 
will be less than the losses that would result from continuing be al- 
low industry to cpers, te without controls, and te continue for perhaps 
months or, as we did in the last ~mr, for longer periods, to select the 
products to be manufactured and to apply labor for normal peacetime pur- 
poses in producing ~h~se products out of which ~ne largest i~ediate 
profit can be, made. 

So that, in either case, I thi!ik a certain amount cf less in 
contributing to the major end of promoting the war program would be 
involved. But I cannot help fooling the losses duo t6 continued ab- 
sence of controls w~:uld be grcator than the losses that would accom- 
panythe institution of controls at the o~rliest possible date. 

GEt.PulL McKIh~LEY: I may have mentioned it when you w e r e  dc~,n~ here 
last ye~.r, but in those indus-try advisory cc, mmitteos we had me%~i%h 
the College about a year ago, covering agrce, t many industries, that 
was one of the questions we had on the agenda. It was w~,rv intcrestin B 
to me--it f~dnrt make any difioroncc whether it was power, mach~c 

tools, or what kind of an industry--that the consensus was that CI~{P 
was very satisfactory; that it was the least with ~{hich they could hope 
to start the next emergency. ,They only hoped they could get it before 
the blitz. 
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COLO}[EL SC~IRFF: That is very interesting to me. That is really 
the reaction I u~c~uld e:q)oct to got from industry. 

GENE~:L i~!cKINLEY: They wanted it when the war-clouds wore 
gathering, They did not ,~ant to ~ait for the hostilities to start. 
They would expect nothing less than that; and the sooner they i~ot it, 
the bettor. 

COLO}~L SC!~RFF: As I pointed out, such losses as ~,:ould result 
in the initial, stages ~~ould be loss than' those that would result from 
delay in establishing controls.. 

GE}~%L .~;rcKI}YLEY: You let too much get out of balance that you 
cantt get back. • 

QUESTION: That loads exactly to my ~question: What agcnc~ ~ should 
do the detaihid• peacetime plar~ling for these improved procodu'~-es? 

COLONEL" SC}L[RFF: 7£o11, th:1.t is scmcthinc I have ~?ondered about 
myself and I ~m not sufficiently familiar, unfort~Lnatoly, with the dis- 
tribution of functions bet~'.~oen ~h~ agencies that have recently boon 
set up u~nder the -horger Pla~1 to knc~w v:hat tnu prep0r ansv~r t'~, that is. 

It is my understanding the pla~uning functions in this Ticld of 
national m sbilization are largely concontr~ted in the ~,~unl%_ons Bc, ard 
and in the National Security Resources BSard, But j~st what the dis- 
tributi~n is bc~:eon them, ~nd what %heir respective functions are ~.~zith 
rgspoct to: th~ pla~ing of this type c~f ciontrbl, I d,:: not kn~u-J. I 
r~i sh I did . 

you have an opinion v~:u!~% you give• it to 
us as tovrhat sort .sf agency it should be? • . : 

COLO~'I~L SC}5"~RFF: 7:hi!o I have al~vays boon interested, naturally, 
in the Liergo r Plan, I h~ve not kept as closely in %ouch as perhaps I 
should and, therof:-~rc, do no~ understand it as clearly '~s I ~lSn"" ' I did. 
But it i~.ny impressi:>n that the general phil~sephy of the plan has 
been to make the over-all plan~ting in the field of national mobiliza- 
tion the ftulction of the Natio~nl Security Resources Beard and to make 

~I~ ~ " of the" I..~un_tlons Beard a cooperating ag~encv for the ~ilitary services. 
Now if th':t is vrong, I r~ish soda,cone V~culd sot me r~ght on ire But if 
that i].upr0ssion is corr:oct, tho~.: the initial .and over-all plauning would 
normally be the function cf the ]~ztional S~curity Resources Board. 

General ~cKi~_loy, .could you cnli{<h6cn ~u6 on that? 
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GENE/D'~ L ~cKINLEY: No, sir. That is ~xnctly the way I read the 
bill. I do nct kn~w what int6rpretaticn has been made an~vhsrc of it. 

CDI,.~vENT FRO~i THE FLOOR: I gathered from y~ur re~aarks you favor a 
national service law in time of war for all personnel of the United 
States, 

COLONEL SC~L~RFF: I do. 

CO~.£vZNT FROI~i THE FLOOR: ~Tith that, I would disagree with you. 
Would you care to try to convince me, sir? 

COLONEL SC~LIRFF: I think that would probably take too much time; 
although I think perhaps I could convince you. 

Although I favor such a step, I ~ouid be the first to admi't I am 
not prepared to offer you a detailed program for carrying it out or for 
implementing it by all, of the other types of adjustment and control that 
would be necessary to make it work, 

But I can stat~ briefly the throe principal reasons that have led 
me to feel such a step is not only desir~bl~ but would be essential in 

future war. 

First, I am of the opinion that the double st~ndnrd of morality 
~vhich,~ in time of war, requires or oermits the !~lilitary Services to 
offer their services and their lives to the Nation, and loaves in- 
dustrial workers and other civilians free to pursu~ their own selfish 
interests in carryin/ out the necessary pro:}uction to support the ~L%li- 
tary Services, is indefensible. • 

Second, I am persuade!, as !~. Baruch has baen for so many years, 
that the absence of universal service and of some form of universal 
price and income control has unneo~ssarily inflated the costs of our 
wars. I think }."~. Baruch is right in saying th.~,t with such a system 
we mi[~ht have reduced the cost ,of }~brld V~'ar II by at least fifty per- 
-cent, or possibly by some 150 billion dollars. The withholding of such 
an amount from the channels of trade and the pockets of consumers 
would have greatly lessened the strains v.~hich have bcon put upon our 
economic and ~ocial system in the ?.ost~ar p•,3rio.d, which have made our 
reconversion so ~[if£icult, and which have subjected us, as I feel, to 
gravG dan~ers-_which are still before us--of political and social 
changes as a result. I am not at all certain that we could success- 
fully maintain our present social and political system through another 
such experience. - 

And my third reason is that I do not believe the people vaho make 
up the fighting forces of the Nation ~ill go on fore-cot an~ car~y the 
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burdens v~'hich they have to carry, ~,rhile so large a part of the civilian 
population continues to pursue at home its o,.~m selfish aims in time 
of war. In a long drav~ out ~.,r, the resultant destruction of morale 
among the fighting forces might readily cause us to lose a war. 5'or 
belief in what ~*;~ are fi:ihting for is an essential part of the will to 
,-~n and a prerequisite for victory. ~ 

' Those are the reasons ~vhy I thir2 %hat in a future war we would 
have to expect to have, and ou*gh%' no~ to b'e pl-annlno~ for, a system 
of universal service. 

GE}~RJIL MoKIKU~EY': And I might add that their attitude toward 
that will be decidedly changed if the bomb hits here first. 

• Colonel, i think ~,~e had better break it off right here. fie cer- 
tafnly are indebted ~ to you, sir, for coming do~,aq and giving us this• 

@ 

stimulating talk. Thank you very i.~.uch. ~ 
\ 

' COLONEL SC~i;~RFF: Thank you, Generali . . . .  

q ,r 

• .:: 
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