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PRIORITIES AND ALLOCATION OF HATZRIALS

© 16 March 1949

MR. BAUM: Gentlemen, our speaker this morning had extensive
experience with industrial controls of inventory, producticn. and mate-
rials before he joined the War Production Board in 1942. While with
that organizetion, he served as Director of the Controlled Materials
Plans Division end also as Deputy Vice Chairman for Cperations. Last
year, on a part-time basis from industry, he worked with the Hetional
Security Resources Board on the development of plans for production and
materials controls. Fis extensive experience with both industry and
Government eminently qualifies him to speak on our sudbject this morning---
"Priorities and Allocation of Materials,!

It is'my pleasure to present Ir. Walter C. Skuce, Assistant to
the Executive Vice President of the Owens-Corning Fiberglas Cozporatlon.
Mr. Skuce.

MR. SKUCE: Mr, Bsum and gentlemen: The industrial mobilization
of American industry for war requires central production and material’
control systems to insure the meximum bzlenced production and distribu~
tion of materials and products. Such central control systems must be
easy to understand and simple to operate in order to result in the most
equitable distribution of meterials and resources to fulfill the needs
of the military and to take‘care of essential civilian requirements.

In developinv the system to be used in 2 mobilization plan, con-
sideration has to be given to those contral nechanlsﬂs that have been
used successfully in previoud periods of national emergency. Particu- -
larly, in developing a plan for '1949; we must review the experience that
we had during World War II and with the clesr vision of hindsight sim-
plify such a plan to the degree n0331ble Simplicity makes for direct-
ness and effectiveress. ‘ o

The production znd meterial controls to be. establisted and:
installed at & given time deperd upon the amount of our rescurces that
is required for war and.essential civilisn needs. In the initial stages,’
pricr to the declaration of a nzationel emergency, the military require-
ments represent only a small portion of our totsl productive capaeity.
In this period, the militery needs and the needs of rn essential civil-
ian nature have been, &rd may best be, fulfilled, without mendatory order
acceptance and the use of central production and meterial controls. Vhen
voluntary acceptance of orders is no longer adequate for national secur-
ity, & limited third war powers zect, or its equivalent, must be initiated
to provide the authority necessary to estcblish a system of mandatory
acceptance of security orders ond for the issuance of production and mate-
rial controls to assure the fulfillment of such requirements.
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Should voluntary acceptance not result in fulfillment of the needs
for national security, priority regulations similar to those used ir the
laest war would have to be reinstated. These regulations should be modi-
fied, in my opinion, to provide for a single preference rating for produc-
%lon or construction of national security programs. They should also pro-
vide an expediting rating of nonextendable nature for handling bsttleneck
items. This single preference rating on production and construection pro-
grams requires that orders with such identification be given preference
over unrated orders. Orders so rated may be applied ageinst any producer
or supplier of required products or basic materizls except &s cuzlified
in Priorities Regulations. Records of the demznd for national defense
would be maintained. Thus the impzet of national security production on
productive capacity and meterial supplies and resources of the COLntry
would be measurable.

In consideration of 2 single production and construction prefer—
ence rating, plus a "dvottleneck-breaking” higher rating, it is well 1o
review the effect .of multiple ratings in the lste war. In the late war,
preference ratings were used ranging from A4l through 445, with the ides
that preferemce ratings of varied relative importance would signify the
relative importance of programs and that such preference ratings would
effect a better distribution of msterials snd supplizs. Instead of accom-
plishing such a result, the effect of these preference ratings of waried
relative importance was to bring about centinual pressurc for rerating
upward, so that practiczlly all materizl was delivered at the higher rat-
ings. The effect was to continually change order boards. That dotracted
from high production efficiency, and it became necessary to nullify the
effect of preference ratings of varied relative impertance by what was
called "freezing" order bosrds on critical components and other itecams in
short supply. The constant "leapfrogzing" that resulted from cheng girg
preference ratings and order boards reduced by an cstimated 20 percent
the production of critical components and other items in short supply.

It is therefore my recomméndation thst we have a single priority
rating for authorized programs which must be given preference over require-
ments that are not sc rated. : ‘ '

In addition to & priority system, it is essential that specific
controls be prepared. to firect the production a;d/or distribution and/or
conservatlon of meterlals anu products in shkort suvoly.

During World War II the system of "L" and "¥'" orders was used %o
direct the preduction of products and meterials irnta types or forms
necessary for security requirements. Since priority merely gives prefer—’
ence to rated requirements within supply, sich production control orders
are necessary to insure adequate supply of recuired materials or products
where dlfferent products may be mede with the same manufacturing facili-
ties.
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Where the unlimited production of civilian products that use large
quantities of scarce materials and components may cause considerable loss
and disruption in balanced production, it becomes necessary to reduce the
production levels permitted on certain civilian items. Typical large matc-
rial consuming items of the type I refer to would be automobiles, refrig-
erators, and the like, where first measures would require restriction to
Some percentage of a base period production and curtailment of material
demands closer to available supply demands for such production prograns.
Such: production restrictions would eliminate disruption of oroduction in
mary plants that would be needed later as war production units: It would
‘also be necessary to establish distribution controls and conservation meas-
ures; Lo conserve-scarce materials and supplies, and to imsure full
employment, in crder to support production for national security purposes,
© inciuding essential civilian needs. These orders must be designed to cover
the eritical materials and many component and énd-product items, so that
they may Ye ready as required. Examples &re controls over steel, copper,
aluminum, lead; tin, rubber, zinc, and so forth, in the basic material
classifications; and such end products or Programs as machine tools, elec-
tric motors,-construction, ctc. Co :

The controls used in World War II should be revised to the extent
necessary, consistent with foreseesble conditlons, so that, should need
for their issuance arise, they will be available and ready to be put into
immediate use. . . '

The Mational Security Eesources Board is working on these basic
- controls and reguletions, I presume nany of you are already familiar with
.- the completed order it has developed for machinc tools, whish is different
~from the one we had ir the latée wer and is a much more comprehensive plan.
1t covers the preliminary actions that would be taken to insure an ade-
quate supply of machine tools in the event of snother naticnal emergency.

o I have talked about three stages in the development of production
and material controls: (1) where the demend for the military is very
limited. with respect to ocur national production capecity and, on a volun-
tary basis; all orders for the military can bé filled: (2) asﬁtheldsmand
grows a little higher, the need for giving preferentizl treatment,” sup-
ported by the equivalent of a third war powers act, so that a manufacturer
nmusE: supply the military order before he supplies =z civilina order, and
(3) as military requirements increase, thé need for curtailing the produc-
tion of certain items, so that we don't end up with "cozts and wvests and
‘no-pants! in-production shops,.and to assure that we get & balanced pro-
‘duction.of :the things we permit to be made for thé civilian economy and
. ' to insure maximum employment of our people. e o

- Obvicusly, pricrities don't produce anything; 21l they do is indi-
cate preference. Vhen the requirements of the military excsed the produc-
tion capacity of many materials--components of end products--further actions
and sontrols are'required.. You'reach a point Where’it'bébdmég necessary
- to add up what you want and see whether you can cut it st of “the size

cloth thay you have., .- - o R DR
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Priorities are insufficient in themselves if there is insufficient
supply. They are only a hunting license if programs exceed supply. Ve
found that out--the hard way--and lost production by not lesraing it mere
quickly in the last war. .When we get to. a point where priorities, in
themselves, cease to be effective, we must adopt o system that will get a8
what we need when we need it, in order tc assure that the last 20 percent
of‘output can b€ achieved from our preductive capacity.

Should requirements for national. security reach a magnitude where
military[aqd'éssential civilian reeds exceed productive capacity, priori-
ties cease to be effective without over-zll control of military and essen-
tial civilian programs. At this point it is necessary to be recdy with
national requlrements for securlty purposes and to determine, with the aid
of military and civilien claimant ‘agencies,- the maximum wer production,’
construction, and essential civilian needs that sre doable within the avail-
able raw material supply and resourcs of the Nrtion.

In order to accomplish a natlonal D“ogr&mm1ng job for ;ull mobili-
zation of our resources for national security, the Controiled Laterinls
Plan was developed in World War II, and it uscd steel copper, and alumi-
num as "common denominators." The purpase was to measure military and
essential civilian programs against productive caprcity, so thet prograns
and capacity could be matched and balanced production programs authorized.
With programs kept in line with the availability of these three materizls,
it was found that, generzlly, all other mat terials could be mede available
to support the established programs. With this basic method to guide
aathorization of balanced production programs, supgoried by priorities and
production and distribution orders, effective results were achieved.

Steel, copper, and aluminum are used as common -denominzators beczuse
of their major importance as basi{c merteriels in military and essential
civilian products., Steel is ¢f genersl importance in practically all hord-
gacds products. Copper is particularly sighificant in ordnance, communica-
tions, Signal Corps, and electrical equipment cf many kinds. Aluninun is
of major 1mportance to an aireraft program. . '

Obviously, dollars, or lumbbr, or- cctton, or meny other items that
might be selected would not give you the kind. of dencominztors that steel,
copper, and aluminum do, 4Lt thé same time, the use of threc common denom-
inators, makes it & more Aifficult job than if we could do it with one.
The Britisk used steel, and ‘there wes cons1dorgt10n in this country to try
to program and authorize production based on stecl requirencnts versus
czpacity. But it is my recommendstion--and I think this goes Jfor oy asso-
ciates who worked with this kKind of control in the lete war, not only in

the War Production Board but in all hranches of the Services and obher

¢laimant agencies-—-that we would likely want to use steal, copper, and

~aluminum as common denominators in another "all-out" war production effert,
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Another important factor that has toc be considered is the problen
of educating industry snd Government to cperate under centrazl centrols.
There are a great many people in this country who understand the operation
of ¢entral production contrel beased on the rules 2nd methods uszsd in the
late war. They were educated over a can51derahle period of time, on 2
trial-and-error basis maybe, but, at any rate, they were educated and they
know bow to make’' such =a plan: work I would hate.the job of undertalring
'*another educational progran unless it was absolutely necessary and there

v;‘was a compelling reason for a maaor chnnge.

There are many products thut closely resewble items that are made
of: steel, copper, or aluminum, for which the authorization of pro&uction
-8hould clesely parallel that of products made of .steel, copper, and alumi-
'num.. For example, a manufacturer buys certain components and assembles
them ‘on a cast-iron base with other purchmsed parts., Ee has just os
important a producztion progran as a manufacturer who happens to use steel,
copper, or sluminum in making $inilar end items. In order to take care of
such manufacturers, we established a regulation in Werld War I; whlch was

used to authorize the product1on of such itens.

In order to facilltﬁte advance measurement of the 1wpact of mili-
' ‘tary requirements on productive capacity, and for use as part of the Con-
trolled Materials Plan when, as, .and if it is put in eperation, bills of
materigls ‘should be completed promptly on important militery end itens.
After the Controlled Materials Plan went into effecct in the late war, it
was several calendar quarters, even though the Joint Chiefs of Staff had
developed a program, before we could get the program interpreted properly
in terms of the common denonlnators to provide a true staterent of require-
ments. There was considerable errar in the stated requirements of pro-
grams, I bel1eve that these misstatements of requirements arose, not from
- intent to misstate the figures, but from lack of adequatc b;lls of mate-
rlals on. key. items,

In 1941 2nd-1942 there was a considerable effort to get bills of
materials on many items, but there was not a plenned, concertrated approach
toward getting bills on important. military material-consunirg items. .We
had & bill of materials on. en eircreft instrument that took 15 ounces of
steel, copper, or aluminum, so the total demsnd for that perticular instru-
‘ment would be insignificant in developing prografis; we lacked, howover,
good bills of materials on items that consumcd very large quentities. We
had & misdirection of effort of peaple in industry, in drafting rooms and
engineering depgrtments, in calculatlng bills of materials on items of
small importance.. The papeér required.to’ preparo the bills of aterials
weéighed more than the product in some cases, :

There are only 28'major 1111t;ry classiflcations in whlcﬁ thgse
material requlrements were sizted in the records: of the late war., In
those 28 019331£1cations of" milltary end items, 1 helleve that 200 or 300
items will represent 80 percent of the requirements of steel, coppeér, and
aluminum. A good "guesstimate" could be made or the other 20 percent,
and even if it was 10 percent off, we would have a 98 peorcent stgteﬂent
of requirements, which would be wonderful



To produce 200 or 300 bills of mutcrials on 1mport.nt 1tems would
not be a grest burden on 1ndustry or on the military. It should be pos-
sible %o take any program and multiply the items. eccording %o the Joint
Chiefs of Staff's plan to develop the qubnt1tles of materials required
for each item. Many feasibility tests could. be rmade, based on alternctive
‘plans, by having bills for these 200 or 300 itens. - This would .previde =
"basis for feu51billty neasurdment. We should have these tills now. It
. would be-one of the most useful stéps the military could teke to-improve
its relationships with producers. It would eliminatc reams of phper work
and, at the same tiﬂe glve o better “esult.

-In con51dering 1ndustrinl nobilization plannlng, ‘we ‘have to think
.in terms of some kind of ‘timetable. The tlﬂetablo for tekingz the fore-
going actions is speculative, but we ought to get these production and
materials controls completed and ready for quick .issuance if necessary.
This is the time to do it. In the event of o national emergency, much
tine would be saved. . AT :

The tlme necessary for plants. now engeged in ngklng 01v1li an prod-
ucts to convert over to the production gf war preoducts 1s presently being
investigated by task 00rm1ttees under the Nat1ona1 Security Hesources Boar«
For 'a while, toward the latter part of 1948, under ¥r. George Felten's abl
direction, I lmow that very effective work was being performed With task
committees. I don't know how effectivély :this worlk is being carried on
‘now, bub I understgnd that the activity has heen considera olv curusllei.

The time necessary to convert plants is very importeru. “here zre
preople throughout industry who. have the know-how ‘to meke these plans and
éstablish such time cycles. ~ We ought to have a record of what tlmlng is
.and hcw the conversion can bvesdt be rcuomol1shed.

Durlng the early stages of +h;Ls conver31on period e should.nave
““some idea of when we are to tuke certuln actionss:. whcn to put in pricri-
ties; when to put in & bontrolled \averl ks Plan. Vhen do these various
actions take place? What klnd of . guldepost do. we: have? -

I don't know how long the converslon period would be, but if 1t
“is from six $& nine months long, the first. thing to do, of ecourse, would-
be to issue priorities regulntlons, asS soon as the requirement is great
enough to warrant their issuance., Then "L" and "i" orders should be
issued. W¢ Would ' not” want ‘to disrupt’ manufucturmng operctions unneces-
sarily as we rust keep ‘a nudleus organlzctlon to cperate every needed
facility. There must be 'an orderly job . of converting from civilian pro-
duction to- mlllbary production in euch converted fPClllty. That can be
accompllshed in the initiel stege, by giving preference to national secur-
ity items over civilian items. v -
When the demand for military production increanges tc such mngnitud
that it exceeds productive capacity, we definitely must have a programming
type of plan like CMP. Possibly by the end of the first or second guarter

o]
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' . of the conversion period, the tran31tion quarter would utcrt. Tz1l three
~menths are reguired to change over from a.pr1or1t1es syatem-to a Controlied
Materlals Plan or a complete allocation programming system, by -which all
hard-goods production of this counfry would be authorized. The change-over
is not a "quickie." It takes a long time,- ‘but 1t can be dsne in thres

"months--a tough’ three months, The change-over will have to be done in
three months if an emergency occurs.

N Prior to the declaration of & national emergency, it is possidle

'7that the, defensa program nay grow to such proportions that it will not be
- doable if the present rate of production of civilian end items is permit-

ted at présent levels. As I said before, during that periecé certain pro-

duction limitatior orders may have to be issued on materials and civilian

" end items. 1n or&er tc assure the production of items needed for the naticnal
emergency. .

Prior to this time, to assure acceptance and produchion of national
security items, it may be necessary te issue pricrlty reguletions modified
as described. . -

Today, & system of voluntary steel allocation is in effect. That
system is growing in its impsct on steel supply. If an expznsion of the
voluntary allocation plan to include other materials znd products besides
steel is indicated, it might be preferable to consider a sirngle-priority
system to insure the fulfillment of national security needs.

Let me summarize what I have asid- bv giving the pronosed actions
in sequencel

1., A simple priority system Wwith.one rating to cover production
and construction for national security reguirements. - It is contemplated
that contracts for such requirements would te autom tically assigned a
rating at issuarce ‘and that such rating would be exteniable. Such a sys-
tem will eliminate the.tons of pape?r z2nd loss of man-hours znd time that

‘wers reguired in the early days of the prierity SVoten used in World ¥

I1, vwhere you said, "You can have a vriority if you have to have it," but
you.did not start with one. Everybody thought he had to have one, and

- all aSked,for'one. ‘It -was time consuming and coenfusing.

: 2. Production, distrlbution, and . conserva*ion orders would be
1ssued as reguired, similer in nature to those used in Werld War II but
: reviged to meet the condltlons prevalllng in 1949-

o 3. The uontrolled Materials Plan ehoald te developed and ready
for use; in much the same form as. the plaq evolved in orld War II.

4, That the operatlons of & war product1on civxlian zgency dur-
ing another national emergency be decentralized, similar to that ultimately
evolved in World War II, with field officcs conveniently located for better
cperation,
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5. 1 strongly emphasize this need again. 3ills of materials
should be.completed promptly on mejor items of a military naturée cover-
ing approximately 80 percent of the total metal needs for such items. 3y
securing bills of materials on important items only, good bills may *e
secured and industry relieved of the burdensome and useless task of pre-
paring bills of materials on items of small material content that would
have small effect on over-all reqpiremeﬁts for full productlon.

6. We should have in readiness complete plans and procedures for
the production and material controls necessary for industrial mobilization.
I know that the National Military Estabdblishment and the Nationdl Security
Resources Board are working in that direction. In developing these con-
trols and their supporting internal systems for c_d.runis‘t’,rd‘clcm I know that
you are working with industry task groups. ‘I think ‘thz€ work should te
accelerated rather than lesscned so that, if =nd when such controls are
necessary, they will be available for prompt action. It must be done in
cooperation with industry so thet representatives of industry will respect
the controls and procedures. ”hey will ‘feel that way if they are a party
to them, and if their views have been taken into account; Consequently,
they will .want to make them work, and we will not be caught with a con—
siderable preparatory .and educational perlod, ‘which we could Zo through
now. c

. I realize that 1 have covered a great deal " of territory, end I
have tried to do.. 1t just as succinct and seouential manner 28 bossible. -

. It is important, for us to have a plan. Ve don't have to have the
perfect plan. I would rather have one that wasn't perfect but thet every-
body wanted to make work, than az "super-duper" that nobdody could under-
stand., .

Industry made CMP work because the plan agreed with the basic
principles of industry. ‘e didn't do 2 very good job of -educating indus-
try last time, We had to do an educational job all over the courntry
before we had the answers, and we looked pretty "hammy" ‘in front of cer-

-~ tain ”TOHPS. We could not do very much better because we were in trouble
in 1942, as our priorities system had failed. Ye had to try to get indus-
try's understanding and cooperation. , Ve did accemplish that, and, with
help, evolved 2 good systenm, ' ' e - o

. We mlst not strmve endlessly for perfectlon ‘but -rather to improve,
to a necessary degree, that plen which we know to Tte’ warkeble, and to
start taking the actions necessary to secure good Bills of materials; to
establish industry task committee work and studies of conversion tlﬂe-

. We.need the task comyittees to detern1ne what 1ndustrJ ean do from a pro-
duction capacity ‘standpoint; we need gOOd production ‘anid meterial control
regulations ready fo.use. We must have a workgble rrocedures tiecld %~ good

_practical timetables, I don't think thet it too mich to try to do. I
believe it is entirely p0331b1e of accompliqhment. -



-

I welcored the opportunity to meet with you today and to express
these thoughts to you, because I know there is much that yo can do zbout
them, L : . ‘

QUESTION: I am not guite sure I understond whot yor mean by the
single-priority system. Do you mean you would give A4s priority to cer-
tain items and no priority to all others? Would you mind amplifying that
just a little? ' '

MR, SKUCE: I said thet I would recommend a single ariority and
~also a nonextendable priority for breaking bottlenecks. We might trons-
late that into priority terms we were femiliar with in the late war by
saying that we would give everything an AAl priority that was an author-
ized program, and we would issue AAA priority only on o nonextendable
‘bottleneck-breaking basis, In other words, we would give ~ preference
reting to any program that we wanted to have produced that could stand
the test of requirements as essential. We would not give preferance rab-
ings to any ronessentizl civilian programs.

QUESTION: As I understand it, one -of the complaints thot indus-
try had 'as to the operction of the Controlled Materials Plan. during Vorld
War II was the overhead required on the part’ of industry in order to pro-
duce the materisl gnd gather the dete and so forth necessary to the reports.
Would you care to comment on that, end do you have any suggestions as to
how the system might be eimplified to reduce the men~hours required to
administer the plan? - N ’ :

MR. SKUCE:. I am very glad you asked that question, because in,
1944, after the pien had been in operation for a little over a yoar, -
* Colonel, we asked the same question of ourselves. We spid, "Haybe we ore
asking for too much. Maybe there are some things we' have not simplified
to the extent thet we might. Mzybe we are complacent because we are too
“eclose to it." S ) S .

Mr, Dave Novick, who at that time wes the Controller of TWP and
who kept all of the records of zllotments with the ‘sgencies, and I, met o
with seversl people to -discuss this matter.. There wes kr. George Reynord
of the Netional Associstion of Purchesing Agents, whom, I ¢m sure, many ..
of you know. We had representastives from the ¥ntional Association of Cost
Accountants,  the Comptroliers Institute, aid the Public aAccountonts,’ . We
met with these people and seid, Mic.-would like to-he've you caBvaSS your
membership and ask thém to irnform ypd what is wrong with OMP.: In what
respects is OMP too complicated? What thoughts do they hovs concerning
its improvement? We welcome your comstructive eriticism snd recommende-
tions. " ' : ) o - _ : L

* We received a very fine response. The Purchasing Agents, for

example, returred 75 replies, plus an snslysis end -condensablon of -same.
Of those 75 replics, 38 werc from groups in“different areas.

n
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These criticisms and observations were received after CHP was in
operation for about one year and after we were past the criticism on biils
of materiels, and meny other improvements in the CMP developnent.

They said: '"We have tzught our people to operate under the CiP.
1t works pretty goocd. Don't chznge it." Thet was the first recommenda-
tiones : c . ' o

They said, "No. 2. The bookkeeping with respect to meintenznce
repair and operating supplies is difficult, but we don't know any better
way. We would prefer to have it the way it is than to have an applicailon
system. " o ) T - )

They said, "No. 3.. You make us control inventories more closely
than we did on our own initiative. We have lesrned during the war thas
we can work with lower inventories and we Are going to try to contlnue to
keep inventories low." It is interesting to know thet some of these com-
panies are still using in their bueinesses todoy sohe of the same forms
they prepared for CMP during the liéte war. e ‘

They all objected to multiple ratings. They snid there was too
much leapfrogeging, too much order ‘schedule chenging. They recomnended &
single priority rating and a reguired delivery -date.’ Those were the com-
ments we received as well as I can pemembéf them. R

QUESTION: You speak of a single-band preferénce rating znd a
bottleneck-breaker or AAA nonextendable rating. In the early stoges, wien
you are getting military production going and before it has become very
great, I can see that and. feel perfectly satisfied that this will cover
the entire field. But later om, as the military orders dominate the field,
it isn't clear to me how you are going to differentiate between the degrees
of military urgendy in there, ' ' :

It seems to me, in the later steges of 2 war, when most of the
production is military, if you hold to the single bend and attempt to
determine it only by dates, you will get into 2 multiple-scheduling opera-
tion. . Such operation will sirk you unless you decentralize .the schedullng
to a lot of people, each of whom will be impressed, as I was in World Var
IT, with the importance of his own particular problem. For example, I
worked on landing craft during the war, I was in charge of getting that
program out, and I didn't have ~ very broad view, If I were scheduling
there, I would schedule my mzterizl so that I got it in time and so that
I d4idn't have a number of bilge ways backed up to ships that were walting
for.a condenser or boiler or some small unit, 4nd if you decentralize the
scheduling to people who are charged with requirements for one perticular
program, you are gbing to have unreascnable lead times. You Jjust can't
get awey from it, :

It isn't clear to me whet you propose when you say, "Control it
by the date." Who is going to set the drtes? 4Are we going to turn the
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Pentagon ove} to 20,000 schedulers, or do you hope to r&ise the caliber
and understandlng of the decentralized people to the polnt where they will
schedule properly?

MR. SKUCE: "I will .try to answer your gquestion, Captzin. It is a
tough one, dut I think I do appreciate just what you are saying and under-
stand the reservations thet you have in mind about & single rating, and
scheduling with it.

First of all, priorities in themselves don't produce anything.
Secondly, any established program ie within the available sugply of steel,
copper, and 2luminum, and every allocation given for steel, copper, and
aluminum has no preference rating at 211. It is good for the quarter for
which delivery is epproved.

) By the same token, let's take the toughe t items that you haove in
those programs—-the critical components. What did we do with those? In
order to get that extrs 20 percent of production on those parts, we froze
the order boards of suyplierﬂ to eliminate lempfrogging. If we don't have
that leapfrogging, we won't go through thet period, before we go to frozen
schedules, where we are losing production because of the effect of leap-
frogging of ratings. , ‘ ‘

Now, that does not mean it is going to worik perfectly; nothing
does. 1t doesn't in civilian production; it doesn‘t in war production.
You are going to have certain items on which & spoilage loss or defects
occur, or defects in schedules, transportotion,. or something :lse creeps
in, and you are just going te have something very quickly and you are
going to have to break the rules. Producticn expediting is schedule up-
setting, and an expediting rating like A2A should bhe h.rd to get.

I would not decentralize the giving of the AfS ratings. I would
run them the way you did your landing-craft program. When you hed an item
that requlred a 4AhA rating, there had to be a compelling reason for giving
it before it was issued. I think we ought to be just tkat tough if another
emergency arises, ObVlouSlJ Aﬁ-'s should not be evtenduble.

I think we can-accomplish the objectives and ézn meet these o“uta—
cles that you talk about, along the llnes that I heve suggested.

QUESTION: How would you_handle 2 project 11ne the Atumie ?nergy
Commission in your scheme? It had an overriding priority thet lzsted for
menths and yesrs, and we might hnve something similar to that agnin.

MR. SKUCE T don‘t thxnk that particular progrem veries much from
the lending-craft program. The requirements would be ;repared by the Atomic
Energy Commission in terms of steel, copper, and aluminum and other mate-
rials under ellocation. Those requirements would be matched sgeinst the
requirements of other programs and the level established for the authorizing
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of production programs for that end prdject.miﬁe would give Zllotments of
steel, copper, end aluminum, and we would give the single preference rat-
ing. When we had a bottleneck, we would make the person show just cause
before issuing a AAA priority. I am sure we will have'a number of highly
urgent programs if another war Ochrs, and each program authorized will
-be an 1mportant program and wlll carry the same rating. ‘

If we do a promlscuous job of schedule upsettlng (by issuing
AAA's), we are not going to have any plan. e just cannot handle Yoo
many things on an exception basis. ' If we do, ever rything becomes an excep—
tion and we have an all—out program—-"everfthinS, everyw“ere. all at once.”

QHESTION: What restrlctions would your exne”ience indlcate are
wise to put on initial procurement by the military? For example, we
recruit a very much increamsed staff of procurement people. Ve bring in a
lot of enthusiastic young Reserve officers. Ve say, . "Come on, let's get
this done. We'll work until mldnight. Let's grab everything we can and
get this thlng going.” R :

Some restriction is5 indicated there, and my mind is very fuzzy as
to how much that should be. Certainly we don't want to kill the enthusi-
asm and the energy of our young procurement people, who sre trying to ged
something done., Furthermore, the plac_ng of those crders -on industry indi-
cates to it, in general, whast it has to do. Of course, later on we may
change those orders, but & manufacturer who has & procurement order placed
on him, even though it may be a cockeJed end preliminary: order,. has a veb-
ter 1ndlcatlon of what is in the wind than he would have if he wer 31tt1n5
in Toledo and somebody else- were sitting here in Washington with a lot of
ideas on his desk. There is & happy medium that I think we must strike
between &n unrestricted grad by each procuring service and by each bureau
of the Navy Depertment for all the critical material in sight and restrict-
ing the ‘procurement. to the point where things do not get done fast

. ) nat WOuld your experlence 1nd1cate as wise for ccntrol in tnat_
field?

¥R. SKUCE: Captain, fror the standpeint of nmy Yar Production BOardv
experience in the late war, I -did not learn very much“about procurement; I
did have some experience with procurement in industry before I went to the
War Production Soard and during that early pericd of which you speak, when
we were trying to get production increased. vMany'éﬁry peculiar things hap-
pened, and sdme,of_them.came to our attention as we tried to put in the
Controlled Materials Plan. From that: experience, it would seem that it
would be helpful if these proarams were thought put;in terms: of the end
1tem._ . : : , S ‘
- Let's say, for exampleé, the end itenm is & 60 inch segrchllf;ﬂt
mounted on a truck. The program shéuld take into account all of its com-
ponents at the time the procurement is done, and there sheould be only one

R
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program. If you have one program for the trucks on which the searchlights
are mounted and one for searchlights; a schedule of 40 sesrchlighis o wsex
and a schedule of 80 trucks a week; the problem of warehousirg the trucks
and matching the searchlights with the trucks; and if you wave the flag ot
the person making the trucks to go from 80 to 10C per week ard tell the
fellow making searchlights he is doing 2ll right just the wad he is, you
surely get imbalance.

There are 28 major prograns eccording to the wey the stetistics
are kept. With the 200 or 300 items on which we need bills of materialg,
as I mentioned, and within the moneys that you have to spend, = little more
thoughtful planning of procurement and tying in the co~ponents wzth the end-~
product program WOuld be very helpful.

Ve were anazed one day, shortly after the CMP went into its first
transition quarter of operation, to hawe a very irnte gentleman, who was
in the business of producing airceraft wings, storm his way irto our office
and condemn us vehemently about what we were doing to him in his efforts
to win the war. ¥e said that he was producing in accordance with the mili-
tary wishes, and what we were doing to hinm was going to result in his cut-
ting his operations in half. Actually, the compeny had a 1lD-acre field
filled with wings, and we were short of fuselages, end we dldm t have under-
carriages and engines. One of the rcasons we didn't have the Juselages wag
that there was e shortage of aluminum which he wes using for producing wings.

We had 2 lot of imdalance such as that, If anything can be done
toward procurement planning on an end-program basis, relating the components
to that, in much the menner in which the ship program is built, 1t would
be a big help. A :

I certainly don't believe thet o civilisn agency could establish
limits of procurement, becouse it has no basis of measurement. It could
not do it with dollars. It has to do it with common denominetors like
steel, copper, and aluminum, *and you would not be rozdy for it =% the early
stages of a national emergency. - . =

QUESTION: What is being done by N33B %o get some mecsure of essen~
tial civilian requlrements introduced into plenningt”

MR. SXUCE: I don't know, sir, because I have not been sctive in
NSRB in the last several weeks. I know it has been working cn some feasi-
bility checks. I believe it was contemplating getfing the civilian require-
ments data from available data in' the Commerce Depertmnent.

Mr. Clewlow, would you crnre to add to that? Fr. Clewlow is in the
Office of Meobilizetion Procedures and Orgz nlzatlcr, ¥SA3R,

¥R. CARL CLEWLOW: Mr. Tupper, in chﬁrge of requiremcents, node o
talk here not sc leng ego. T would rather have him answer that some time
in the future. They do have a reguirements program in gperation.



QUESTICN: What would your experience with CMP indicatc.as w?sg
. for assigning products as "A" products or "BY products?. Would you te
‘interested in & more extensive list of "B" products. than. thero was last
time? e

MR, SKUCE: I will try to define a "3" product for you 'in simple
terms. Actually, there are two different methods of manufacturing AT
goods. - Cne is to manufacture, to a given order,_a specific item.fqr a
given program; the other is to.anticipate orders end te mzke items in
anticipation of orders. For example, if you went to take extremes, one
extreme is 2 battleship, in which case you make it directly to the order,
The other extreme is fastening devicee, in vwhich cass, obviously, you
would not want to put o person on a basls of never starting to make 2
screw until he had an order thzt emanated from a battleship. The detor—
mining factor as to whether a2 product is a cluss A or eclass 3 depends on
the method of manufacture eﬂploved

I"'Electric motors," for example, is a generic namo. - I think we
cught to appreciate, when we consider smnll motors of betwben 1 and 200 -
horsepower, alternating current, induction, that there are 1,360,000 Uos—_
sible standard design combinntions in the handbooks of manufacturers for:
those products that they offer for sale. Those combinations come from
differences in spced, voltage, method of closure, type .of installation,
and what not, that make up such standard units. So the neme "mobors'
applied to them is not specific. Acturslly, 1,380,00C possidle stcrdard
motors arc produced with zbout 80 sets of parts. You can mass producc
bearing brackets, bearings, shdafts, stator and rotor laminstions, wire,
and all the rest of the components. It used to cosf about 26 ceants to
asscmble a 50 horsepowcr motor, 30 cents to tpst it, und 25 cent¢ to ori;t
it. ‘

Actually, that is producing » motor, if you mess. produce ports
and bring them forward teo o point of “fluid! stock. .

If you start putting such productsion & made-to-order basis, ond
if the manufactursr could stort production on rececipt of order, the pro-
duction cycle time would be three months. I know the Favy ncver would
accept three months'! delivery on 2 motepr. . THe method of manufacture’
requlres that they be a "3 product. e : '

We could not nred;termlne rnuuxrennn+s for npst class B! aroducts
Yo had to work on an after-the-fact bosis and noke producers jastify- thgﬁ
thelr output was in keeping with the Tequircnents of the - military snd of
the essentiel 01v111an econo%y. I thipk we did pretty well.

GENERAL QOLMAﬂ' Mr, Skuce,.in working up an energency rcouiremenits
progran, the planners are coqfrorted with conflictes betweon the cnd-item
requirenonts and the sccondary requirenents, which involve tooling, now
construction, conve¥sion, and matcrirls., VWould you plesse discuss the rela
tionship between end-iten sané sccondary requirements with respeet to allo-
cations and priorities, which would denl with thet particular conflict, as
viewed by the Wer Production Bcn d'li
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MR. SKUCE: If I understand your question correcily, Genernl, you
refer to the conflict between constrictisn and facilities requiremcnts as
against those for end items. What comes first, the chicken or tho ogg?

GENERAL HOLMAN: Thet's right. 1t takes end items to win a war,
but we must have tools and construction meterials in order to et up to
the volume of producticn we would like to see, say, a year or 18 months
hence,

MR. SKUCE: Yes, sir. I may have gone over it o little quickly
ir delivering my presentction, but I censidered progrems not only for end
l1tems but for construction as well. The constructizn pericd f£5r a naw
plant night be as leng as the construction period for a ship. So lead
time is always taken into account in the impaet of requirenernis for con-
struction programs in competition with those for other progrars--and
requirenents stated in terms of steel, copper, and aluninum.

We finally developed, I think it was under C}® Rezulation 6, a
construction order in the Controlled Moterizles Plan that required appli-
cants to indicate what they nceded hy quartere for constructizn purposes,
so that we could measure the anount reguired for construction along with
that required for production programe, and we cnuld natch the reguircnents
for the construction of 2 rayon plant against an anmunition preogram or an
ordnance program. Then we had tc decide whether the stors at this time of
that facility was needed as badly as the nther items.

It is a grueling process, and I think the Requirecmconts Committoes-
I am sure you are faniliar with its operation~~had some very difficult
decisions Vo arbltrate during the late war, when there wns an oizost cqual
desire to have both construection and productian progroms.

I see no other way than t2 bring all such requirements tcgether
and let the production progran rest on its swn fect as against the cone
struction project. ZEither one nr the other will be authorized if hoth
can't be produced within available supplies.

COLONEL HOZFFER: Mr. Sluce, it seone that you have answered 2ll
the questions for the College and cur guests. I thenk you for a vory
informetive talk on priocrities and allsecntions.

MR+ SKUCE: Thank you, sir.

(20 April 1949.-750)s.
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