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THE TMPORTANCE OF PRICRITIES AND ALLOCATIONS IN A WAR ECONCHY

14 Ocbober 1948 .

OLONEL NEIS: Gentlemen, one of the main problems or main tesks of
1e agendies or individuals engaged in economic mobilization planning is
ve conversion of the existing economy into.a wartime economy or the con=
truction of an entirely new economy, .I think we have all been in this
ourse for a sufficient length of time to realize -that we do have to
perate under a ‘different system in & war emergency from that in normal -
eacetime, - .. R * '

. There are. three basic tools by which this conversion or new construc-
ion Qanabe,aqdompiished. We like to think of thosé three tools as:
riorities and.allocations, public opinion, and price control, When we
peak of price cgntrol,,weuthink/ofvtheyentire‘field;of gconomic stabili--
ation--price control, profit comtrol, wage control, rationing, end war
inancinge I hope that we can get you to think of this tool chest. You
ust. have tools in order 4o accomplish this reconversion or the construc-
jon of & NeW. economys o : AR ‘

The materials that you will use for either the alteration ér the new
onstruction are, of course, the essential factors of production, that is,
ower, fuel, transportation, facilities, manpower, and materialss ‘But
ou must have tools, and in this vertical phase of the course conducted
y the:Mobilization Branch we attempt to hring to you an understanding of
he'pqtenoyﬁof'these~three tools. This morning we are extremely for- .

unatse: in having Colonel Scharff here with us to discuss the prioriti§s /

nd allocations aspect of mobilization, and the importance.of;these”par—f"
icular tools to economic mobilization, ' ’ ’

I might tell you that Colonel Scharff has had a very wide and profi-
able experience in the field of priorities and -allocations administration,
hen we found during World War II that we could no longer control the size
f programs or adequately control the flow of materials by the use of
riorities, he had.a veryvactive.part'in,the-deVelopment offthe'allooations
ystem, the soéoalled~"CMP'syStem"; ‘I think we are extremely fortunate

n being able to have with us here this morning & man who has had so '
ital & part ‘ih the development of these basic tools, It is with great
leasure that I present Colonel Scharffe = .= S : P

COLGYUEL SCHARFF: Gentlemen, I would like to say first that I appre-
iate very 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-
tand that my discussions of last year and the year before were mimeographed
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and have been made available to the members of the class-as texts, There-
fore I do not wish to take any time for rcpetltlon ‘of any of the discus-
sions of details that 1 had the. opportunity to present at the time of"
these previous visits, I would like, honevbr, to introduce my remarks
today be recalling very briefly in summery form the ground that I sovered
in these previous dlscussions. ~

Three years ago, and again two years.ago, T had the onportunlty to _
review here the historical background of our priorities and allocations
systems and the history of the. development of our priority system, the
Production Requlrenen+s Plan, and the Controlled Materials Plan, with’
their relaued control measures, durlng Worid War II, I pointed’ out at
that time that our experience had demonstrated, effectively I thought, tha
no single system of control can suffice to effectuate maximun productlon /
for national purposes in time of emergency; that priorities play a useful,
and indeed an essential, role in the, early stages of an expandlng emer=
gency economy when capacity still exccods demand, .and when all tnut is -
required -is £0 secure delivery of emergency needs on time; that" oven in =
the latbr stages of the development of an emergency economy, when’ demand -
is in excess’ of capacity and when aulocatlonb become necessary, pr;orltles
are an- 1nd1spensablc part of every complete system of controls, s1nce
they provide a moeans of solving, in accordance with relative urggncy and -
the maximum over-all advantage, the conflicts which ineévitably arise even
under the most complete conurol system. :

’ I p01ntcd out. that the Control’ed Matprlals Plan, operat;qb through
a11otments of a SblOGu d limited number of materisls, provides an effcc-'
tive means of grass adjustment of programs to capacity, and of. production.
to ruqulremunts,dout that it is nccessary to, provide for fine adgustment \
by sunplcmontal controls, including schudulﬁng of .critical components,
!allocwtlon of critical materials, conservation, stapdardlzatlon, llmlta-
tion or prohibition of production, and so forth, ' :

L. called attention then to the degree of success which we dccomplished
by thc combined system of controls which we developed during World War II,
But I p01ntpd out also that we-had fallen short of success in avoiding -
inflation in stateomonts of requlremcnts, in estoblishing efféctive ine
ventory control, and in adjusting B préduct produotxon under the Controllu
Materlals Plan to the. requirements of the A product prowrwms.-~

I therefore suggestod at that tlmo further study of: the nos51b111ty
of solv1ng thesc unsolved probloms by additional developmont of standard-
bills of materials and standard lead €imes for products and components ;
and by cxtension of the A product procedure under the Controlled N“tcrlals
Plan to cover a 1argar proportion of the entire production field in cone.
Junctlon with somu form of 51moll¢1catlon of proccdurc for allotment @Xm: -
tcn31on. : . .




”bﬁ§ on. of the shbg cb by ca111ng atton—‘”
y‘for controls in a war cconomy &rises,
bat as such, ewt, rathor from the in-

1 adjust. 1tself to the roqulromonts
of the -ndfmai ﬂontrols and ‘corrective
r¢tors of price, nage,'and‘bapltal, ompetltlon and I suogestod that it
>uld be . Helpful if ‘this fQQ coul more’ genorally rocognized in ‘times
f unbalonce due’ %o natlonalxemorgenc o8, of ‘other typvs than war, 88 8
iestion of practlcalistutecraft rath»r :han as one. oJ purtlsan or re~ -’
lglous fa 1th‘ R : . . ~ .

Last year 1 oontlnuad my ai
fon to the fact that'the nocessit
ba from,the ex1stencc of war or. ¢
alllty of' our freo-unterprlse
£ the emergcncy by the operatio

4“, oE .
v . e

I also dlscussed 1ast ycur tho rclatlon of mat~r1a1 controls “to tho“
ompletc progrnm ‘of social and econcmic cdntrols, 1nclud1n“ unlvbrsal
ational service, whlch will be requlrad in any. future eMergencys And -

suggosted that ‘thoy be con81dorcd, ‘not 2s scparwte isolated problems,
at rather as .part of the gencral proolem.of national mrblllzatlon in .
ach ,fway as to malntaln our nationnl unity, and to devclop when' necesﬁ
ary. our maximum, national mllftary potsnt;al turough comﬁlute utlllza-
1on_ f our, n&tcrlal, manpower,’ﬂnd spiritual resources, And may I re-
ind’ you in this c0ﬁnuctlon thot he cone cept, th philosopny, of prlorl-
ies and. allocations is applloable rot only to the comtrol of progroms =
nd tnc resolution of confllcts in the use of materials and industrial
roducts, but algo. “throughout the conplete system of social and economic
ontrols, including controls of manpower, power, fuel, transport tation, -
ommunlcmtlons, crcdlﬁ :utc.- : : o

ThlS year I have been asked to discuss the importance of priorities =
nd gllocations in a war uconomy. I suppose I could dispose. of the: sube
bct in.a s1ng1c phrase by ﬁoxﬁtlpb out, as I ‘have done wrCV1ously, thot
uch material controls- are-an’ wbsolutoly GSoCntlﬂl part of the comblnod
ystem of controls that is nocgssary in time of war, CAxd certalnly no . .
uestion can e rulscd as to th& 1mpertﬁﬁcc of that which is absolutcly
ssentlal. ST ;»\“c;;z R , . . L .

~a

Towever, . ath&r than luave thc mpttpr theru, T would like to c Tl
our attention 40, somé ‘of -the demonutratlons ‘of “tho 1mportavce of mhe
orlal ‘controls we have been heving during the years sinco the end of
orid. War TI, T have in mind partlcularly the dlfflcultlcs and rbpuatod
nut-dovns. that seme’ industrial- ¢stablishments have oxperionced duc to.) -
hortages of steel; thc growth and development of gray markots; the offorts
hat hﬂvu been made to allgviate these difficulties by voluntary alloca=

> the. occas;on&l use. of prlorltles or set-aside orders, to

su q 11.3’165 for for01gn—a1d programs, and the provisions. of | thu
eléopive Service "Aet of 1948, authorizing prlorltlos for dofense orders,
nd &1locut10ns or’ sbt-“31de orders whon necessary to. assure delivery of
teel to manufnscturers of products required by the Armed Forces. Also I
ave in mind the roported 1n‘b1l1ty of the Munitions- Board to prooeod more
apidly with- thb Strat‘WlG maber 1als stockﬁlling program, . and. the reported




con51dcratlon that hys boon &iéc £ “DOSS;OLO volu ntary or comnulsory
allocutlons .as a means” of assurlné m rb rupld progr ss.
: IncldemtaTIJ, w1tn1n the’ last few days I h“vc notud strlkl £ nv1dences
‘in the. newspapers of the lJmltatlons that are &Dbllcablu to attempts to
solve these problems by so~-callcd ' voluntary action, I rofor partieu-'
larly to statoments by industrial leaders and’ bv the' Chairman’ of the Muni+
tions Board and the . Se crctary ‘of Commcrce that thc steel industry was o
already taking care of as many programs of publﬂo interest by volun tary
allocation as possible, and that no additional burden could beo put upon
the voluntary stecl allocation. system. I refer, also, to the report that
an ¢ffort had boen made to induce the copper industry to make voluntary
allocutlons for stockpile purchase, and that the proposal had been ro= -
ceted by the 1nduotry on the ground that the Govermmont had not yet
exhaustcd tﬁc poss1b111tles of norma 1 purch“s1n procodure‘

i

- These cxnorlcnces soom to me to 11¢u°tr¥tc effectively how impossible
it is to carry out programs of v1tw1 puolLC intoerest requiring materi als,
for which the demonds of private industry are already absorbing substan
tlallf thb entire supply, Wltnout the use of prioritics and allOC&ulO“S.
And they a ford a demonstration’ on a small scale of the vastly gro ator’
importaice of these controls to the supreme, public need for tno dcvelop-e*
-mont of mameum natlonal military potential in time of war, P
, I frould also like to enlarge briefly upon two paragra phs of my dls-~f
cussion of last yoear, which I am Toking the liborty of recalling to your
attention by quotation, as follows:

e

% % dintwhat we lik to think of as 'normal times, ¥ our oompeh
titive economy is a very dslicately balanced system, ﬁaclllty cap-"’
city, the distribution of materials and labor, and production are
quite precisely adjusted to the roquirements of demand, Vithin certair
definite limits, varictions of demand and supply result in the maln-"
tenance of that adjustment.by additional investment or by capital
withdrowal; by facility construction or shutdown; by incrcascs or
decreases in prices and wages; by redistribution of naterlalﬁ and
labor; by finoneial reorganization; and by the other factors that work
under the influence of compebition, The ucoompllshmouts of thls sys-'
tem, which we hove comg to call 'free Cfturbrls o ! havg been one of .
tne Marvgls of our age : ‘ :

"But we tend to. forget that ‘these ‘more or 1oss aut OWMtlc control
mechanisms, 1iké the survo—meohanlsms that Vdglnucrs use ‘to control
mgchanical, cloctrlo“l, chvmlcal, and physical processes and systems,
‘can operate succe gsfully only between the limits of- varlatloh for: ;
which they are designed, Boyond tﬂOcG 11m1ts tnp’SJstem simply can—
not S&uléfj the rcquiromuntu of a modorn aumocrftﬁc socieby suff1~
‘ciently, ‘and in tlmu, to, malntaln that gcnural support Wh;ch is. the
1nd1°ncnsab1c bdsis of -social Stublllty in"such o society,"

¢
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My reason for recalling thé$e/th'paragraphs to your attention at -
s time is that they seem to me to emphasize that’'the importance of
‘iorities and allocations extends far beyond the limits of their appli-
vtion in time of war, Indeed, consideration of these matters calls atten-
lon strikingly to;some'oftthe-bgsip'pharagteristics‘of-ourrcompetitive
pitalist economy, of Whioh,I’bélie?gfwélmust'have a better understand-
1g”if"wefére gcing'to.hame,iﬁ'opératefsuOGessfully in the ‘great competi-
lon thét ié;n6W;under,way With,éthergférmsggf social organization'in -
her parts of .the worid, = .+ R SR R '

Secretary of Defense Forrestal was quoted in the newspapers recently
s having pointed out that the 15 billion dollars & year or so that we
e planning[to expend on national defense, together with other,gqvgrna
sntal progrems, are alrsady assigning to national aims a proportion -of
16 national income and ?roductibn'Which'is‘imposing"a severe strain upon
r doméstic economy and which hefsuggestedAmay'well require some form of
sonomic sontrol in order to permit it to continue, He went on to say,
Wd here I quote: "that any level substantially beyond that figure would
levitably demand the creation of controls, prierities, aﬁd"allocations."‘,

Everybody recognizes that there is a limit beyond which the competi-
Ve price and profit system cannot operate to meet the requirements of
ich' national programs without the creation of intolerable social strains, .
: have gseen the process carried to the point of dissster in some other
untries; and we are today witnessing with anxious concern the struggle -
r the restoration of economic andfpolitigal“stability;that is being
'rried on by some of our closest friends and allies, Wor can any of us
» sure that similar disaster will not overwhelm us if we do not have
10 intelligence and the strength of character to take the necessary steps
L bime, o ooromEm o e e EEY St

But what are the limits within which ‘our normal corrective mechanisms
‘n operate successfully?- And what and where are +the danger signals that
» must ledrn to reoognize in.orderfto’take the necessary action in time
> avold social disintegration? - o R

- It seems to me that the Council of Eeonomic Advisers, established by
16 Employment Act of 1946, could perform no more vital function in its
miributions to the‘EdQnomic'Raport,of the President than to carry fore
wrd studies designed tO‘develop stdndards“qnd yardsticks for measurement
' the answers to these urgent questions, Axd the National Security Re-
urces Board, as the civilian component of our' defense- organization
wrged with planning the effective dpplication of our national resources
) meeting civilian and military requirements in times of national emerw
mey, might well consider this problem of timing_the‘initiatiOnVOf con-
ols at the proper point in +he expansion of & war economy as one of the
‘gent aspects of the broad problem of national mobilization, Let us not
L this, or in any other part of this program, so vital to our nationzl
rourity, be "too little or +too late,™ -

<




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 ‘the free-competitive
system, whether i times of;War or,in,times of other types of national -
gmergency, But in every such case I am confident thatipriOrities and’
allocations will be among the earliest types of supplementalfdontréls 
that will be required; ond as the emergency dévelops, 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
sconomic conbrols.. ‘ - o

Thank you very much. -

~ COLONEL NEIS: T would like to lead off the dis¢ussioﬁ with one“ :
guestion, .You made referonce %o A and B productse 1 pelieve that mosh
of the students have not had an'opportunity 4o hear of them before. ,Wle

you elaborate on them for o moment, please?

COLONEL SCHARFF: I shall be glad to try to do so, and then I shall
refer the students to the mineographed copy of my remarks of two years
ago, in which I endeavored to explain the systom, perhaps-with greater
SUCCESSe : ' ' o

The Controlled Materials Flan, as those of you who have studied it
know, was based upon the allocation of = selected list of matericls of
general application~-steol, copper, COpper alloys, aluminum, and so
forth--to manufacturers, who were prohibited from acoeptingvdelivary‘of_
or from utilizing any of these materials without thé'possessionuof‘vglid
allotments, - Under the Controlled Moterials Plan, allotments were made
in two ways: to A products, by what may bo described briefly as a ver-

$ical procedurec; and to B products, by what moy be described briefly os
a horizontql_prooedure.- o . i

Under the plan, B products were sclected as products of general use
in o wide veriety of programs by different claimonts undér the Controlled
Moterials Plan, The bost oxample of B products, is the classical one of
nuts and bolts, A list of some 450, os I recall it, products of this
general,ch&rqcter:that went-into a. wide variety of end product programs
was made up, and they were designated os B products,_'The,Qpcratiéns
Viet-Choirman of the War Production Board, under‘Wﬁom,the industry di-
visions of that organization operated, acted as the olaimant for all
monufacturers of B products, He submitted their applications-for'con-'
trolled materisls to thuir appropriate industry divisions in the War
Production Board, which in turn made cllotments tof%ﬁpse,ﬁanufacturers,
out of the B product sllocation made by the Requirements Committec at
its quarterly allocation meotings.. ” ‘ .

TENTER R e ar Nt B e ok U T
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Under tho plan 411 products the vero not n,the 11st of B products
ere’ deflned\as A products. A1l allotment* towA prnduct manufacturors
ore m&de,- s I said, by a vertieul system, ! That meant that the claim= - .
nts-~the Army,. the Navy,: the Air Foroce,.:- the tronsportation system, ther:
ommunlcatlons systcm, agrlculturc, 01v1llan requlremunts, -and _s¢ forthe=
ade ‘up. their programs and’ estlmates of- requlrum@nts for -these. oontrollcd .
aterialse Wien modified and flnally ‘adjusted by the ReQulreants Come:
jtteo of the War Productlon Bowrd, ‘those rcqulrem@nts ‘beeame tho basis
£ allocatlon of controlled matorlals to ‘the. clalmanbfagenolos tncmaelves;
ather. than %o “the. 1ndustry d1v151ons of the War Productlon Board, to bo
pllod to thol: progrnms,;,n . _{ R L L IUT ATt I S
Those clalmant agchIOS thcn, in the ase. of those Whlch werq pro—
urlng agencies, like the Armed Serv1cps, made ollocations. to their prime
ontrgctors’ for the materials roquired for the monufacture. oft A produots"*'
hat, ﬁhuy had - undertaﬂan o produce, - In the casc of claimdnts: who - Were .
ot procuring agencieés, such as the Dircetor of Transportationm and %ho
ffice of Civilian Requirements, allocations were made to approprioste
rograms and through corresponding lelSlonS of. tho War Productlon Board
o the manufacturers thomsolves,» ‘

The prlme cqntractors of procurengnt aguncles and tho manufucturgrs
co;vlng allocatlons, that is, the mamufacturers of A: products réceiy= "
ng wllocutlons from nonproourement agenoies, used those allocwtlons—~*}g
irst,” to procuro controlled materials that they used in their own . -
lants, and, secondly, to pass onallotments to. thoir subcontr“ctorsg,l ‘,h,3
hey in turn ‘used as much of ‘the allotment as was needed for 'their own -
perdtzons -and passed on' their remaining allotments to tHeir' sub-subw
ontrectors, they in turn passcd o portion om to their’ own sub-sub- N
ontraotors ‘and ‘50 on dovm. the line as,far: as. the’ produotlon process ine
olved thy: purchase by 2 higher level contractor of an A product, oom-_ﬁ
onent from a lower” loVol contractors - No passing of’ allotmpnus ‘in the
ertical chain was required for B products, because at any stage of the.
pocess a menufacturcr got his B products dircet from the manufacturcr,
ho in turn got his alTotmont dirvet from tho'lndustry d1v1s1on of tho
ar Froductlon Boqrd. .

“We found in. some studies made of-the oxtunt to,wnlch thls vertlcal
ngsage of alloﬁments was. carrled on, tha t, in:  SOmC 1nstanccs, 1t wont :
o a; oon51derablc extreme. My ruoolluoblon 1s that we: found onY dnsta nee. B
a va1ch an A product allotment ‘had been: pasoed dowm’ through chain to
he blgntbcnth subcontruotor 1n thp productlon chaln. e e

Thvt, I thlnk, should glvb you at laast gcncral descrlpulon of the |
istinetion betweon’ B products ond: A produots. And I .thinpk it nlso carries
ith it nocessurlly‘an 1mpllcatlon of the difficulty to which" I pre~’ '
iocusly roferreds that. isy. of having the: B products ~production,. baged”
pon nllotments: recoived from the 1ndustry divisions of the War Production




Board Qorrcspond with the B product requirements.-of the.d ‘product
program: manufacturcrs, who ‘securded: thulr controglod matorlals “through .
the- vnrtlcal allotncnt procedure. R T %:‘.

o N

As I suggested earllur, that Was problcm tnat wc ﬁcver solved
satlsfwctorllyg ‘We' were "constantly. botnerod ‘by 1qck .of corr@opondonoe
between. the B product production resulting from the: B product.. allot- o
ments’ that had boen made; with the requlrcmcnts of the & product manu~- _
fdcturers for B product comporents.. We.never-solved.the problem. satise
factorily,” I cam¢vto believe that it could: never be solved. except by a-
considerable extension of the scope of the A product procoduru and by, as.
great a compression and limitation as is practlcally p0551b1 of the

'appllcaulon of the B ‘product procedure, g R

i i .

QUESTION Would it not have bucn a solutlon to give tho B product
ranufwcuurcrs an original allotmént and then pass allotments to the .4
product systom’ and let hlm koop his B product m&nufacturer's allotmont

nkbd up? ;

COLOWEL SbHARFF That is an 1ntercst1ng suggcstlo 2, which: mlght
permit the B product manufacturcrts alletment then to be rotired and
concelled when replaced, The difficulty of it is, of course, the some
as that which. led to'the adoption of the B product procedure--the' giffi-
culty of subdividing the A product allotmunt ad infinitun and. prov1d1ng,
for example, 4s an extreme example, a nut and bolt manufacturer the "
thousands “or millions of fractional allotments thot he would: have to.
get to replace his B-product allotment, In other words, thot would, bu o
more or less the equivalent of usin g the A product procedure on overy=, ;!
thlno' and nobody, not even an cnthusiast like mysolf, . who . thought” that
it snould be considerably extonded, ever believed that it eould.bs made
universal, ' So that suggestion might be adopted -perhaps within some = -
limited extension of the A product procoduro, but it eoculd not prlc~ o
tlcally ‘be &lelcd to cptlroly ellmlnatu the dlffaculty. e :

COLONEL NEIS ' ou]d you commont on- tho 1nfl°tlorary gvolu ion. of thc
priority systom, just a word or two, that lcd to the ultimate adoptlon
of CWP?

ONEL SChARFW' I don’t know‘wnqthcr any of those who worc ree.
spon51blv for the development of our original priority systom.ever had -
any idea that it could be used as o sole measurc of- -cbrtrol and as a -
moans of successfully limiting the size of programs within our produc-—~
tive capacity, or whether it could not, Cortainly our oxpericnce. 1nd1-
catcd that 1t cauld not p0531b1y be used in that way. ﬁz-.., -«

Our first: prlorlty sttcm, as. L recal1 1t, stnrted in about 1940 and
was practicglly -limited to ' something like the 'procodurc that:is in the -
present Selectlvo Service’ Avt, that-is, the authorization-and prlorltles




-0 manufacturers of military products. But as production expanded, even
yefore we entered the war, that was found to be inadequate to take care
f the widely varying urgencies for types of products that commenced to
sompete with that single ¢lass of prioritiess :

We had at the beginning of the war a relatively‘simple,systemAwhich,
Ls_I%vecgll_it,nattemptedth,CIassify-products by relative urgencies in
bout: ten or & dozen classes, which were designated as priorities A to.
{, ~inclusive, = Immediately, the pressure of the lower-urgency group to.
‘et into.the Alpriority group or-the B priority group commenced to mount;
t . continued to mount and became so. overwhelming shortly after we en-
;ered the war that that system was wrecked, so that it was not possible
j0 give effective meaning to the higher prioritiess There was therefore
ubstituted & new classification of priorities that ran from A-l to A-B
v something of the kind--about five classes of priorities, with the ..
dilitary progrems largely inm A=1 and A-2 end then the other types of :
»rogramSnspread»throughgthe;rest»ofrthembands.' e S T EEIE T SEE
- The same process was immediately repeated, and esch agency that had
uthority to assign priorities attempted at once to- get its.products,
hose “that: it was interested ‘in, into higher and higher priority bands, -
he pressures again became so great that they had to be met by conces= © ¢
ions at various points until the A-1 band beceme so inflated that it be=-
ame: necessary to have an Ah-1 band, which was supposed to. be limited -
nly to the most urgent programs, and, I think, an AA=2 between that and
~le ot o ST ST ~ : L T :

Then the same thing was repeated all over again, The AA~1l band be--
ame: loaded to-a point where it was necessary bto set up.an‘AAA,system“
or programs.of such urgency thot an AA=1 priority would not produce- -
hem in time. Finally even the triple A began to get crowded to a. -
oint where a WPB special directive procedure was authorized. : That was -

ven more effective than the triple A and was gueranteed to wreck any- >

hing in order to get results,

. I think that that experience demonstrates two things: first, the
otal inability of a priority system to do anything except act as a
ecasure 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 do the job that an allocation system

s needed to do. - It also provided a striking demonstration of the fact
hat the pressures put upon & priority system from the very beginning -

£ 4ts.initiation are enormous; and that careful and intelligent plan-
ing in advance, a-clear understanding of the purpose and noture of the
riority system when it is put into effect, and great determination and
trength of character after it is pub into effect are necessary in order
o make it accomplish the results that it is capable of accomplishing as
art of a -control system, : EE
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QUESTION: Colonel, what types of inspection, if any, didsyou,havé
to determine whether or not manufacturers were olaying ball with us with
these two systems? . N -

COLONEL SCHARFF: The War Prodactlon Board had a d1v1s1on set up for
the purpose of enforcing compliance, called the Compliance Division,
That division operated through theé regional of;lces of the War Produc~
tion Board in making actudl physical inspections of some plants and
actual accounting inspections of ‘the CMP allotment records. which were
prescribed, which manufacturers and r901plcnus of the allotments were
required by the regulations to maintain,. :

Those inspections were, nowcvﬁr, cxtrpmcly limited in scope, The
personnel assigned to them was never large enough to do more than spot
check o' limited portien of. the fiecld, They did, hOIGVpr,;uncovor .
occasionally some striking cases of violations, and by giving publlolty
to those violations~-such as violations of inventory regulations through
the maintenance of inventories several times what was prescribed, viola-"
tions of the application of orlorltlos, violations of the CMP vgulat10n=
with respect ‘o procuring controlled materials without the possession of”
valid allotments, the application of controlled materials scecured by ‘
allotment to purposes that were mnot authorized by the allotmbnt-—cnough
violations of those characters were obtained to make it possible in some.
cases to institute effective legal compliance action, By giving publl—
city to those successful cases I think = great deal of good, that was |
entirely out of proportion to the amount of inspcction thab was done, .
was accompllshed.

I ‘personally thlnk thut, while undoubtedly there were. lwrge numbers
of violations, the general compliance record of American 1ﬂduatry with
these regulations during the WO was admirable, I thlnh, ‘oo, tnqt this’
compliance procedurs; Through the intelligent usc of publicity in comnec-
tion hlth o 1limitod number of VlOlDtlonS, was re latlvcly cffective,

CCLONEL NEIS: ~Genera1 Holman, have you a oommcnt?

GENERAL HOLMAN I was 1nt@rested to note that one of the 1mportﬁnt
factors that you introduced here is the so-called tool of pub]lc onlnlon.

COLORNEL SC?ARFF That certalnly is dlreotly appllcable,tg this,-'
question, : : : ‘ ' S

QU“S*LON Could you t011 us what was the reﬁctlon of 1ndustry to
thesc various plans--the one by which the A products were released and
the-one by  which the B products wero released? Did industry favor . one
over  the othor?

10




. COLONEL SCHARFF: The whole devolopment of the allocation procedure
tarted oven orior to the development.of the Controlled Materials Planm,
4th the Production Requiremonts FPlan, and with the cxperimental alloca-
:ion plan that was tried before that, All thosc developments were
arried out in the closest cooperation with the industry divisions and
he advisory committoes thot were ostablished in the War Production
\oard in planning and doveloping this system. There was the fullest
pportunity to oriticize and to discuss and to debato. When the de=
islong were made to try out these successive plans, my own improssion
s that thOyiwere“generqlly*aocepted by industry as sinccre efforts to
olve a difficult problem, Thoy gave them cooperation and every oppor-
unity. to succeed, ‘ ‘

In the case of the first two allocotion plans that were tried, ex-
orience demonstrated that they werc unsatisfactory and could not be
wde to work. The Controlled Moterials Plan, when it was put into
ffect, received general approval as a major improvement over what had
woen tricd before. Dotails of it wore subjcoted to continuous criticism
vy industry, and many changes in details were made during the progress
£ tho plan, by modification of regulations,

This difficulty about tho ‘inability to get B product components
lecessary to carry out A product progroms was naturally one of the sub-
jocts of difficulby and ‘eriticism, But I think that the plan in generaly,
s it was developed, received the fullcst possible acceptance and
rooperotion from industry. The plan received the benefit of dritieism
rom. industry, I think it was gonerally rocognized that, whilec undoubt-
1dly there wore cadcs of particular firms that had unhappy experiences
nd never felt fully reconciled, cs a whole, it was felb thot the plan
s it developed was & rensonably satisfactory solution of the program
nd one that justificd the full support of industrys

COLONEL TBIS: We are cortoinly deeply indepted to Colonel Scharff
‘or taking the time from his many duties to propare this lecture and
joms dovm here from Yow York, I carmot help but feel that each of us
calizes after hearing Colonol Scharff that the subject of priorities
mnd allocations will have increasinglyzbroad interest with respecct to
sractically everything thot we expect to be currently studying. We
ive placed this lecture in the program st this time bocausc of its broad
;pplicationy; just as we have placed in the curriculum the public opinion
itudies at this time because of their broad application, There is hardly
. study that you will pursue from now on wherc the subjcct of priorities
nd ellocations will not have broad implications, It is the fecling of
he faculty thot it was vory desirable that we have Colonel Scharff here
.t this time to give us a basic understonding of this important control
;00l, ' ‘

' Colonsl Scharff, on bohalf of the Commendant I'wish to thank you again
‘or your fine contribution to our course this ycare: '

4 Wovember 1948-=450)8,
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