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TIIE IMPORTANCE OF PRIORITIES aND ALLOCAJ-.~v~'~S IN A ~ , , . . ! , . z .  ECONO~ 

. 14 October 1 9 4 8  ' 

COLONEL ~EIS: Gentlemen, one of the main problems or main tasks of 
~e agencies or individuals engaged in economic mobiliza%ion planning is 
~e conversion of the existing economy, into a ~arti~e economy or the con- 
truction of an entire].y new economy, .I ,think we have all been in this 
curse for a sufficient length of time to realize .that ~,'e do have to 
perate under a .differelnt system in a war %mergency from that in normal 

e a o e t i m e .  - . . . , : 

There• are three basic tools by ~hiCh this couversien or new construo- 
ion can-be accomplished, we like to think of those three tools as 
riorities and allocations, oUblic opinion, and price control. When we 
pe:ak of price control, we think of the entire field of economic stabili- 
ation,-pr%ce control, profit control, wage control, rationing, and war 
inancing. I hope that we can get you to think of this tool chest. You 
ust have tools in order to accomplish this reconversion or the construc- 

ion of a new. economy° 

The materials that you will use for either the alteration or the new 
~ or s onstruotion are, of course, the essential ~"a^t of production, that is, 

ower, fuel, transportation, facilities, manpo~er, and materials. But 
cu must have tools, and in this vertical phase of the course conducted 
y the)Mobilization Branch we attempt to bjing to you an understanding Of 
h~ potency of these three tools. This mofuing we ar~ extremely for- 
unate~ in having Co ionei Scharff here with us to disc'ass the priorities 
nd allocations aspect of mobilization, and the importance of these par- 
icular tools to economic mebilization. 

I might tell you that Colonel Scharff has had a very wide and Droll- 
able experience in the field of priorities and allocations administration. 

' V , f  hen We found during ?~orld ar II that we could no longsr control the size 
f programs or adequately control the flow of materials by the use of 
riorities, he had~a Very active part in the dev~lopment of/the allocations 
ystem, the so~called "CMP system". I think we are extremely fortunate 
n being able to have ~vith us her~ this morning a man who has had so 
ital a part i~ the developmeht of these basic tools. It is with great 

leasure that I present Colonel Scharff~ " 

COLONEL SC~RFF. "~ Gentlemen, I would like to s~y first that I appre- 
late Wry greatly this ~ opportunity to continue my discussion of the var- 
ous phaSes of priorities and-dllocations with the members; of the Indus -~ 
rial College of the Armed Forces for the fourth successive year. I under- 
rand that my discussions of last year and the year before were mimebgraphed 



and have been made available to the~ members of the cla~s~-as texts. There- 
fore I do not wish to take any tinle for repetition of any of the discus- 
sions of details that I had the Op~Noztuni~y~t~ present at the time of 
these previous visit&. I would like, however, to introduce my remarks 
today b~ recalling very briefly in summary form the ground that I covered 
in those previous discussions° 

. . . .  . . • . .:~ • 

Three. years ago, and again t~vo years ago, I' had the opportunity to 
review her~ the historical background of our priorities and allocations 
systems and the history of the development of our priority system , the 
Production Requirements Plan, and the ~Dontrolled l~aterials Plan, with 
their related control measures, during World War Ii. I pointed out at 
that time that our experience had demonstrated, effectively I t~hought~ tha 
no single system of control can suffice to effectuate maximum productlbn 
for national purposes in time of emergoncy; that priorities play a useful, 
and indeed an essential, role in the early stages of an expandling emer- 
gency ooonomy.~fhen capaoit~ still exeoeds demand, .and when all tha~ is 
required is to secure delivery of emergency needs on $ime; that oven in 
the later stages of the development of an emergency economy, ~vhen d~mand 
is in excess" of capacity and ~;hen allocations become necessary, priohitie~ 
are an ihdispensable part of every complete system of controls, slnc@ 
they provide a moans of solving, in accordance with relativ~ urgency and 
the maximum over-all advantage, the conflicts which inevitably ~rise oven 
under the most comolct~ control system. 

" I pointed out that the Controlled ~4aterials Plan, op.erat$ng through. 
allotments oTa selected limited number of materials, proyides an offec-, 
rive moans of gross adjustment of programs to capacity, and of production 
to requirements~ but that it is necessary to provide for fine adjustment 
by supplemental con~rbls, including scheduling of critical components, 
all oqation of critical materials, conservation, standardization, limita- 
tion or prohibition of production, and so •forth. 

I called attention then to the degree of success which We accomplished 
by th6. combinod system of controls which we developed during World War If. 
But I pointed out aIso that we had fallen short of success in avoiding 
inflation in statomonts of requirements, in ~stablishing effective in- 
ventory control, and in adjusting B produet production under the CQntroll,e, 
Materials Plan to the requirements of the A product programs. 

I therefore suggestod at that time further study~ of, the oossibility 
of solving these unsolved problems by additional dcvelopmontof standard 
bills of materials and standard l~ad times for products and components; 
and by extension of the A product procedure under the Controlled M~.~erialS 
Plan to cover a largQr proportion of the ontir~ production field in con- 
junOtion with some form of simplification of procedure for a&lotment Qx- 
tension. 

z 
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.Last. ~ear I oonti~nUed my d~S:plus~9! on 9 f .the..... 9,,9;. Y .... C 'o ; a r i s e s  

Lon t0. the fact t h a ~  t h e - n o C e s s ' i t ' y • " f o r " c o n t r 0 1 s  an a v;ar ocon my.~ ., 

~uid be heipf~ui~ if ;this fao~" oould'~b~ - ~ore l~onerally r~cognized in times 
unba'lancei~due'to ~t~on/~J'emer~enc~ § 0f bther t~s than-~Jar, as a 

~estion of practical" statecraft ra~h~i %~/n aS one of ~partisan or re- 

igious faith. " " " ' • • 

I a! controls to the 
omplcte ding univcr sa~l 
~tional emergcncyo And" 
suggested that %hey be considered, not us sopcraze, ~sOlatod probTems, 

~al mobilization in 
~t -rath~ ;o develop ~vh~n neoes- 
~ch a ~w7 
ur~ our ;h tempi ore utiliZa- 
ion~of, ~rces. And may I re- 
ind ~ ~ou ~hilosophy~ of priori- 
its a~d control of programs 

h~ ~ .ials and industrial 
nd t e . . . . . . . . . .  
roducts, but als'b'thr0ughout ll the Complete system of social and economic 
ontrols, including controls of nmnpower, power, fuel, transportation, 
ommun~c~t~on , "credit, ~ eta. 

. " '~.: V " ' ~ : , Y.. ; 

This year I have boon asked to discuss the' importS.no0 of priorities 
nd allocations in a war econo.~, I suppose I could dispose of the sub- 
oct ~/~a singl~phras~ ~Y ~oi~tmng out~ as I have don~ previously, ~hat 

~sent£~l. ..... ; " . i ; , .  .. 

Hov, ev~r~"irath~r.'th;'.u loav6.'thc =attor thcro, I ~;,ould like to oaf!. ".. 
our attention to is ome; of the demonstrations 'of the importance of ma- 

or'i'~.~var r I .  T have in-mind: particularly the difficui~ieS .and rep0ate'~ 
hut-downs that s6me in~ustriai establishments hav~ oxporio~ood duo %0 i 
hortages of steel; the grov rbh and development of gray markets; the ~ Off errs 
hat have been made to allQviate these difficulties by voluntary alloca- 
ion s~st~ms;; the occasional use of priorities or s~t-asido orders.to 

'- :" .... • ~ ...... ~'" n aid re rams" and~he orovisions, of the ssure d~!~v~e s ~or ,fore~g , p. g . ~. • :. • ~ .. . .. 
~l'~d~'i~oiS~rv.ice'Act of 1948, authorizing priorities for defense otters, 
nd alioc~ions. Or sot,aside 0r.ders'v, hon necessary to aSSure delivery of 
tee i %o: m&n%faotnrers o£ prS'ddet~ requir0d by the Armed Forces. Also I 
~,o ~ ~ +.~ ~:Oortod ~a~ilitv" of the Munitions B~rd to orooo.0d more 

% 
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c6nsidor~tion that h~s been givon'tS"ob~'s£ble voluntary or comoulsory 
aliocations"as, a means ..... of assuring. ,~.:,..-..':bmdr~ .... rapld~ ''"" progrds~,' ' . . . . .  ' 

inoidenta!iy, within thelast fewd~y~ i have notedstri~ing evideflces 
in the newspapers of the limitati0ns that are]applidabl6to attemotsto 

r ~ , t t  - ". ' " . I t  

solve,these problems by so-ca~led voluntary action. I re£er particu- 
larly/ to statements by industrial loaders and'by the:Chairmanof the ~luni- 
tions Board and the.Secretary of Commerce thattheSteel industry was 
already taking care of as many programs Of p~&blic interest by voluntary 
allocation as possible, and that no additional burden could be put upon 
the volum_tary steel allocation.system. I refer, also, to the report that 
an effort had been made to induce the copper industry to make voluntary 
allocation.s for-stockpile purchase, and that the proposal had been re- 
jected, b~ %h~ industry on the ground that the Government had not yet 
exhausted t~e possibilities of normal purch.~smne procedure~ 

These experfences seem to me to illustrate effectively how impossible 
it iS .t° carry out programs of vital public interest requiring materials, 
for which the demands of private industry are already absorbing substan- 
tiall~ the entird supply, ~mtnout" " the use of priorities and allocations. 
And ~hev afford a demonstration on a small scale of the vastly greater - .~  

importdnc 9 Of those controls to the supreme public need for the dcvelop- 
-moat 9fmaximum national military potential in time of war. ~ - • . 

i Could also like to enlarge briefly upon two paragraphsof my dis~' " 
cussion of last year, which I am taking the liberty of reoall~ng to; yo,~r 
attention by quotation, as follows: 

"* • * inwhat we liko to thi~mk of as 'normal times,' our compo.- 
titiv& oconomy is a v.~ry d,'-~licately balanced system. Facility capa- 
city, the distribution of materials and labor, and production are 
quit 9 pre cise!y adjusted to the requirements of demand. T~ithin Certai~ 
definite limits, variations of demand and supply result in the ~ main- 
ten,nnce of that adjustment.by additional investment or by capital 
withdrawal; by facility construction or shutdovm; by increases or 
decreases in prices and wag~s; by rodis.tribution of materials and 
labor; by financial roorganization; and by the other factors tl;~t work 
under the influence of competition° The accomplishments of. this sys- 
tem, ~,hich we h~.vo come to call 'free Ont:arpriso,' have been one of' 
the marvels of our age~" 

"But we tend to forget t~hat these more or less automatic control 
mechanisms, like t}~b servo-m~chanisms thqt ~ngineors use to control 
mechanical,' aloctrical, chemical, and physie~l processes and systems, 
'can opera, to successfully only between the limits of. variation for~ 
which they are des~gl}edo Beyond thoso"limits the system simply can- 
not satisfy ihe requfremonts of ~ moderi~ d~mocrati~c society- suffi- 
ciently, 'and in timo:/-to maintain that general Support which is the 
indispensabl~ b~is of-'sd'cfdl st~,~bility in" S'uch a society.." 
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Y~reason for recalling these ~vo paragraphs to your attention at 
~is time is that they see-lie me to emphasize that'the importance of 
• iorities and allocations extends far beyond the limits of their appli- 
~tion.in tiine of %~n, Indeed, c0nsideration of these matters calls atten- 
~on S~riking . . . . .  

isticsofour competitive ~pitalist ec 
have a better u~.derstand- 

~ ifwe are fully in the great competi- 
~on that is social organization in 
~her parts o 

Secretary of Defense Forrestal was quoted in the newspapers recently 
having pointed out that the 15 billion dollars a year or so that we 

• e planningto expend On national defense, together with other govern- 
~ntal programs, are already assigning tonational aims a proportion of 
~e national income and production which is imposing a severestrain upon 

d0m~stie economy and wn~cn he ouggested may well require some form of 
~onomic Control in order to oermit it to continue. He went on to say, 
~d here I quote: ~'that any level substantially beyond that figure would. 
~evitably demand thecreati0n of controls%, pri0rities,_ andallocations." 

Everybody recognizes ~hat.there is a limit beyond which the competi-: 
.ve price and profit system cannot operate to meet the requirements of 
~ch national programs without the creation of intolerable social strains.. 
have seen the process carried to the point of disaster in some other 

~untries; and ~e are today witnessing with anxious aoncern the struggle 
~r the restoration of economic and political stability that is being 
~rried on by some of our closest friend's and allies. Nor can any 0fUs 
sure that similar disaster will not overwhelm us if we do not have 

~e intelligence and the strength Of character to take the necessary steps 
time. 

But what are the limits within which "our normal corrective mechanisms 
~n operate successfully? And what and wh~re are the danger signals that 
must learn to recognize in orderto take the necessary action in time 
avoid social disintegration? 

It seems to me that the Council of ~oon0mlC Advisers, establishedby 
le EmplOyment Act of 1946, could perform no more vital function in its 
~ntributions to the Economic R~.p.ort of the President than to carry for, 
~rd studies designed to develop standards and yardsticks for measurement 
'the answers to th~se urgent questions. And the National Security Re- 
~uroes Board, as thor civilian component of our defenseor~anizati0n 
~argedwith planning'the effective application of our n~tional res0 
' meetin~civilian and mil~a .... ×~,~A__~_~. _ . urces 

~ ~J ~:~men~s in times of national emer- 
~ncy, might well consider this problem of timing, the initiation of con- 
'ols at the proper point in the expansion of a war economy as one of the 
'gent aspects of the broad problem of national mobilization. Let us not 
this, or in any other part of this program~ so vital to our national 

,curity, be "too little or too lat~." 

~.i~ ~ ~ ~7~ ~ ~I ~ ~,~.'~ ~-~ 
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Priorities and allocations are by no means the only forms of controls 
that will be required whenever the accomplishment of national aims be- 
comes impossible through the normal operation of b~e ~ free.competitive 
system, whether in times of war or in tim~s of other types of national 
emergency. But in every such case I am confident that Drier±ties and 
allocations will be among the earliest types of supplemental oontr61s 
that will be required; and as the emergency develops, their importance 
will inevitably be recognized to such an extent that they will surely 
become an essential part of every comprehensive system Of social and 

~conomic controls. 

Thank you very much. 

COLONEL NEIS: I would like tc lead off the discussion with one 
question. You mad~ reference to A and B products. I believe that most 

opportunity to hear of them b~fpreo Woul 
of the students have not had an 
you elaborate on them for a moment, please? 

COLONEL SC!~RFF: I shall b~ Glad to try :to do so, and then I Shall 
refer the students to the mineograph~d copy of my remarks of two years 
ago, in ~hich I endeavored to explain the system, perhaps vJith greater 

S ~ C C @ S S .  

The Controlled Ivhterials Plan, as those of you who have stud£ed it 
know, ~as based upon the allocation of a s~lected list of n~t~rials of 
general application--steel, copper, copper alloys, aluminum, and so 
forth--to manufacturers, who were prohibited from accepting delivery of of valid 

• . r or from utillzlng any of those materials without the possession 
allotments. Under the Controlled Materials Plan, allotments were made 
in two ways: to A products, by what may be described:brieflY as a vor- 
tical procedure; and to B products, by what may be described briefly as 

a horizontal procedure. 

Under the plan, B prod ~cts ~crc selected as products of general use 
in a wide variety of programs by different claimants undbr the ~Contr°lled 
l~aterials Plan. The best example of B products is the classical one of 
nuts and bolts. A list of some A50, as I recallit, products of this 
general charact~r:tha6 wsnt'into a ~ide variety of end product programs 
was made up, and they ~;ere dusignatod as B products. The 0potations 
Vic0-Chairman of the War Production Board, under ~homthe industry di- 
visions of that organization opcrntod, acted as tho claimant for all 
manufacturers of B oroducts. He submitted their applications for con- 
trolled materials to their appropriate industry divisions in the War 
Production Board, which in turn made allotments tel these manugacturers 
out of the B product dllooa~ion made by the Requir~monts Committee a~ 

its quarterly allocation meetings. 
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re dofined"as"Aipr:educts' ~:Al'i aIlbtment-S'~%o~).Pr~duc~ '.manufactur0rs~' 
e ~ .... t. ±~ T o~ ~v a 'vcrti~C'dl system,-"That~mo a~nt that th~ 01aim- 

Na the Air Force, .the tr~nsportation~..system~, the" nts--the Army,- th o vy,? . , ,  . ~ . . . . .  . ~ . . .  . , .  . . . . . . .  . : : ~  . . . . . . .  . -  . : :  . -  : .  • 

ommunioati0.ns, sys't.em;-, agrioUlture, • c~vZ~~n:~ze,, qu~r'°mO,n~'• -.and. so ..fort~-- 
ado up .~heir pr:0g~ams and( estimates of ~ re~ircmo~ta :~Zor .,thes.e~. cbntrollo~ 
at.erlal~Si V~on m0dif.io.d and; ffnall~ hdjusto.db~ .i~hq.~equir~ m~'n~s-.C°r~': " ".~ 
itto • Of th~ war'~ProductionBou~rd~; i~th°s~ "requir-omonts beCam'e tho.basis '. 
f allocation of Controlle~ materials tO-..th~.~ cla~m~ a.gonez.os tnOm~l~ve , 
athoS: th~n. to "the .industry diVlsions..of the Wqr ~roduot.ion Board,...to be 

0 ~ 6  ~ h ' o i ~ . ' p  g r n  . . . .  ppli " • • • d :  re : m s . 6 .  , , ~  . -  , . . . .  , , . . 

Those claimant agencies then, inthb. 6aso of those which were pro-. 
urin~ ,agc.ncies,~ like the Armed Service.s :, m~de allocations, to.their prime 
ont~cte.rS' for the materials requSred for. the manurac~e, o~ ~.pr0au~ 
hat %K69L': ha"dundertakont0 produce. - In the casu of. Gluimants .WhD iwore " "~ 
ot pr'Oc~ring agonoros, "such .as,the Director of Transportation and .~he 
if ice o9-Civilian Requirements, allocations wer~ made to appropriate 
rograms and through corresponding divisions .of. the War Productlon!Boar d 
o tho~:~,ahuf~o~urers themsolvos.' " . : 

• The .prime..:'.cQntraetors .of procurement ag0nci.es ~nd the manufacturers 
ecei~Ing: ~l~ocations;." that is, the manufacturers ofA pro.ducts~:.rboeiV- .... ;u. 
n~ a~iboations from no.nprocurement agencies, used those alloc~tions-- 
ir st,.. tO proedre; %'barrelled materials that they used in thelr:own 
la.nts, ~and., ._ sec.ondly,., to pass onallotments to" their subo0htr~ctors~; ~, 
hey in~tUrnused a ~s mu0h of"the allotment as was needed for thei9 o~a~ ~: -i... 
pera't!'en~ ;h.nd passed on their remaining allotments to thei~ ~sub,ssb~ [ ;. ..-i " i:i: [ 
ontrae:t.ors.; ~ they in turn passed a portion on to th~irown,s'ub-sub-sub-~ :.....:: 
ontractors; ~and So on d0va~, the line as,far: as..tho prodSaot~on ~ prece~.S! in-.~. -~- .... 
olved thOPUrChase by;.a higher level' oontra~tbr of an A produc~ c.om~ / -' .. . 
oncnt from a loJ~er level contractor, ~ N o  passing of allotmbn~sT:~n t~e " 

ertical chain was .required for B products, because at any stage,of ~th 0 
~oCOss a manufacturer .got his B products diroCt from the manhfaC~i~or,.. 
he ~niturm ~ot his al, lbtment.diroct: from the industry divisidn of tho~. 
.~r Produeltlbn Board, .... ~. 

We found in some studies mad.e .of,. the..extent to wgiich this" vertical 
~ssag~. Of allotment.s .was_ ear.rled .o~i. that,- in ~son%o instancels, .. it vJ~nt 
o a considerab'lo extreme, ~', MY- rol-colloo ~tion is that we:i found o.no 'instance ~. 
a which an A •product allotment had been..passed dovm .through. a chain to 
ne eighteenth, subc0ntractor in the producti.on chain~ 

That,. I think,. ~ should" g'i~e you at least a general description of the. 
istinction be~weon B products .snd A p~oduats.. And I .think it~'als6 'carries 
ith it necessarily an~-implloation-oT th.e:difficulty t o '  v~hlch':I pro- . . : 

ious ly r~oforro.d ;. th~t :. ~s,-. ,,6~f havlng ~he- B:~ prodhe,.ts"~':pr dduction, i ba ~d 
con allotments :r~coiVed from' the industry divisions of the V~ar Production 

? 
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Board,' Cofrospond With the B product rcq.uirfmfn.ts.-of the .A product 
program manufactur@rs, who secured their contrq$1.ed.~,materials ~hrough 
thevertical alle.tmont procedure... ~ , . 

As I suggested Darli0r, that!w&s?a problem ~hi~t ~jo n@~er solved ~ .... 
satisfactorily-~.""We were cTonslantly.:bothered,by :lGck of co~.rospondonce 
bct',~$een the B, ~roduct .prod.uction resulting .from. the B, product allot- .. 
merits t~at had boom mado,wi~h the requirements o,f the..A produot'manul - 
faoturers for, B pnoduct".c0mpohents.. We:. never.. Sol~ecLthe problem, saris, 
factorily. I camO~.to boli'eve that it could-never .be s:plv.od except b.ya 
cor.siderable extension of the scope of rheA product procedure and by. as 
groat a compression and limitation as is practically possible of the 

applic~tion..of--the B product procedure:. .. 

: QUESTION: ~. Would it not have been a so!utibn to give th0 B produ0,t . 
manufactarers::an, original a!lotment an~ then pass allotments to the .A 
produ0t systOm and"let him koop his B product manufact.urer's allotment 
ba_.nkod.:u~,?.~ 

COLONEL SCHARFF: That is an interesting suggestion:, v~hich~might 
permit the B product manufacturer,s allotment then to be retired and 
cancelled when replaced, The difficulty, of it is, of course, the same 
as that:which,led:to.:the adoption of the B product proced.ure-,the d]iffi- 
culty, of subdividing the. A. product allotment ad infini~mv, and.providing, 
for example, as an-~xtreme example, a nut and-~ol~' manufaoturer the 
thousands or mi-llions of fractional allotments tho.t b:o would, htvo to ~" 
get ~o replace his B product allotment. In other words, %hmt wou!dilbo 
more or-l@ss the equivalent of using the A product procedure on ovory~ .. 
thing;, and nobody, not evo~ an enthusiast like myself,-who #hought.that . 
it Should be considerably extended, ever believed that i.t o0ulk be made... 
universal. S~o that suggestion, might be. adopt~ d perhaps within soma 
limited extension of the A orodust procedure, but it could not prac- 
tical~y-be applied to entirely eliminate the difficulty. 

COLONEL NEIS : Would you .cormment on. the inflationary evolution ofth~ 
priority system, just a word or two, that lad to the u!timate adoption 
of C ~:iP ? 

COLONEL S. CIL~RFF: I don't know .v~h~ther a.ny of.those who were re- 
sponsible for the dovelopn~en~ of our original pr$.ority systom.evor-..had 
any idea that .it could be used as a sole-measure of.-control and as a 
moans of successfully~.limiting the size of pfograms .within our produc- 
tire capacity, or whether it could not. Cortainly our experience indi- 
cated that it.-could not possibly be used in that way. ~., 

Our first priority system,.as. ! recall it, 'sta.rtod in about-:1940: and 
was practically .limited bo"s.omething !ik~ the.:prooodume.ithat~is in the 
pro.sent Selectiv.e~ Service A~ct~ that.is,, ths authorizatien,:and .priorities 
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~o manufacturers of military products. But as production expanded, even 
)efore weenteredthe War, that v~s found to be inadequate to take care 
)f the widely varying urgencies for types of products that commenced to 

~0mpete with that single Class of priorities~ 

~ad at the beginning of the war a relatively simple systemwhioh, 
~s Ire callit, attempted~to classify P r°ducts by relative urgencies in 
~bout ten or:a dozen cl~sses~ which were designated as pr%orities A to 
[, inclusive:, iImmediately, t~e pressur~ ofthe lower-urgency group to 
;et imto the A~priority group or the B priority group oo~mmenced to mount; 
t continued to mount andbecame s~o overwhelming shortly after we en- 
tered the war that that systemwas wrecked, so that it was not possible 
~o give effective meaning to the higher priorities, There was therefore 
~ubs~ituted a new classification of priorities that ran from A-1 to A-5 

• • • " I e ~r something of th~kind--about five classes of prmorm~mes, wmth tn 
~ili~aryprograms largely i~A-1 ~ and A-B and then the other types of 
,rogzams spread through the rest of ~ the bands. 

The same process was i~mediately repeated, and each agency that had 
uthority to assign priorities ~ttemp~ed at once to~ get its products, 
hose that it was interested in, into higher and higher priority bands, 
he pressures again became so great ~hat they had to be mot:by conces- 
ions at various p~ints until the A-1 band became so inflated that :it be- 
ame necessary to ha~o an:AA-i band, which was supposed to be limited 
nly to the most urgent programs, and, I think, an AA-2 between that and 

Then the same thing was repeated all over again. The AA-1 band be- 
ame load>d to a point ~;~Jhere it v Jas necessary ~o set up an AAA system 
or programs of such urgency theft an AA-1 priority would not produce 
hem• in time. Finally even the triple A began to get crowded to a 
oint where a ~PB~ special directive procedure was authorized, ~ That was 
yen mgro effective than the triple A and was guaranteed to vmock ~ any- 
hing in order to get results. 

I think that that experience 8emonstrates two things: first, the 
oral inability of a priority system to do anything except act as a 
~aSuro of relative urgencies and to solve •conflicts in accordance with 
he greater need; and secondly the total inability of such a system to 
imit the size of programs and to dothe job that an alTo cation system 
s needed to do. It also provided a striking demonstration of the fact 
hat th~ pressures put upon a priority system from the very beginning 

its initiation are enormous; and that careful and intelligent plan- 
ing in advance, a clear understanding of the purpose and nature of the 
riority system when it is put into effect, and great ~ determination and 
tr0ngth of character after it is put into effect are n~cessary in order 
o make it accomplish th~ results that it is capable ef accomplishing as 
~rt of a control system. 



QL~STION: Oolonel, what types of inspection, if any, did you have 
to determine whether or not manufacturers were p!aying ball with us with 
these ~o systems? 

COLONEL SCHARFF: The War Production Board had a division set UP for 
the purpose of enforcing compliance, called the Compliance Division. 
That division operated through the regional offices of the T~lar Produc- 
tion Board in making actual physical inspections of some plants ~nd : 
actual accounting inspections of the CMP allotmdnt records which were 
prescribed, which manufacturers and recipients of the allotments were 
required by the regulations to maintain. 

Those inspections were, however, extremely limited in scope. The 
personnel assigned to them was never large enongh to do more than spot 
check a limited portion of the field. They did, however, uncover 
occasionally some striking cases of violations, and by giving publicity 
to those violations--such as Violations of inventory regulations through 
the maintenance of inventories several times what was prescribed, viola- 
tions of the ~pplication of priaritieS, violations of the CXP regulations 
with respect to procuring controlled materials without the possession of 
valid allotments, the application of controlled materials secured by 
allotment to purposes that were not authorized by the allotment--enough 
violations of those characters were obtained to make it possible in some 
oases to institute effective legal complimnce action. By giving publi- 
city to those snccessful cases I think a great deal of good, that ~s 
entirely out of proportion to the amount of inspection that was done, 
was accomplished. 

I personally think that, ~hilo undoubtedly there were largo numbers 
of violations, the general compliance record of American imdustry with 
these regulations during the war was hdmirable. I thiCk/to0, that this 
compliance procedure, through the intelligent use of publicity in connec- 
tion with a limited number of violations, was relatively effective. 

COLONEL NEiS: General Holman, have you a comment? 

GENEP~L HOL~,~N: I was interested to note that one of the importint 
fmctors that you introduced here is tho so-called tool of pub~io opinion, 

COL01~L SCI~RFF: 
question. 

That certainly is directly applicable t~ this 

QUESTION: Could you tell us what was the reaction of imdus~y to 
these various plans--the one by which rheA products were released and 
the one by which the B products were released? Did industry favor one 
over the other? :. 

lO 
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COLONEL SCF~RFF: The whole development of the allocation procedure 
tarred even prior to the development of the Controlled Materials Plan, 
ith the Production Requirements Plan, and with the experimental alloca- 
;ion plan that was tried before that. All those developments wore 
arried out in the closest cooperation vrith the industry divisions and 
;he advisory c o~ittoes that were established in the War Production 
card in planning and developing this system, There was the fullest 
,pportunity to criticize and to discuss and to debate. When the de- 
~isions were made to try out these successive plans, my o~vn impression 
s that they were generally ~ccepted by industry as sincere efforts to 
olve a difficult problem. They gave them cooperation and every oppor- 

;unity to succeed. 

In the case of the first two allocation plans that were tried, ex- 
perience demonstrated that they were unsatisfactory and could not be 
ride to WOrk. The Controlled ~terials P]~n, when it was put into 
~ffeet, received general approval as a major improvement over what had 
~ecntriod before. Details of it wore s~jcoted to continuous criticism 
~y industry~ and many chsnges in details ~cre ~de during the progress 

,f the plan, by modification of regulations, 

This difficulty about the inability to Got B product components 
~ecessary to carry out A product programs was naturally one of the sub- 
iects of difficulty and criticism. But I think that the plan in general, 
s it was developed, r~ceived the~fullost possible acceptance and 
:oopera%ion from industry. The plan receivcd the benefit of 6ritieism 
Prom industry~ I think it was generally recognized that, while undoubt- 
edly there were cases of particular firms that had unhappy experiences 
nd never felt fully reconciled, as a whole, it ~a~s felt that the plan 
s it developed was a reasonably satisfactory solution of the program 
~nd one that justified the full support of industry. 

COLONEL NEIS: We arc certainly deeply indepted to Colonel Scharff 

~o !or taking the time ~r m his many duties to prepare this lecture and 
~ome dovm here from New York~ I cannot help but feel that each ~f us 
• ealizes after hearing Colonel Scharff that the subject of priorities 
md allocations will have increasingly~broad interest with respect to 
~r~ctically everything that we expect to bc currently studying, We 
~ave placed this lecture in the program at this time because of its broad 
pplication, just as we have placed in the curricul'~m the oublic opinion 
~tudies at this time because of their broad application. There is hardly 
study that you will pursue from now on ~here the subject of priorities 

nd allocations will not have broad implications. It is the feeling of 
;he faculty that it was very desirable that we have Colonel Scharff here 
~t this time to give us a basic understanding of this important control 

;ooi. 

Colonel Scharff, on behalf of the Commandant I wish to thank you again 
~or your fin~ contribution to our course this year. ~ 

4 November 1948--450)S. ~. 
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