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MR. BAUM: Gentlemen, our speaker this morning had extensive 
experience with industrial controls of inventory, production; and mate- 
rials before he Joined the War Production Board in 1942, %Chile with 
that organization, he served as Director of the Controlled .:ater~als 
Plans Division and also as Deputy ViceChairman for ~,erations. Last 
year, on a part-tlme basis from industry, he worked with the ?T~--tional 
Security Resources Board on the development of plans .for production and 
materials controls. His extensive experience with both industry and 
Government eminently qualifies him to speak on our subject this morning-- 
"Priorities and Allocation of Naterials. " 

It is my.pleasure to present l'[r. ~,'~'alter C- Skuce, Assistant to 
the Executive Vice President of the 0wens-Corning Fiberglas Corporation. 
Mr. Skuce. 

MR. sKuCE: Mr. Baum and gentlemen: The industrial mobilization 
of American industry for war requires central Production ~md material 
control systems to insure the maximum belanced production and distribu- 
tion of materials and products. Such central control systens must be 
easy to .understand and simple to Operate in order to result in the most 
equitable distribution of ms terials and resources' to fulfil], the needs 
of the military and to take care of essential qi.vilian requirements. 

In developing the system to be used in a mobilization plan, con- 
sideration has to be given to those control mechanisms thst hove been • 
used successfully in prevlou~ periods of natiqnal emergency. • Particu- 
larly, in developing a plan for•'1949 , :we must review the experience that 
we had during World War II and with the clear vision of hindsight sim- 
plify such a. plan to the degree possible. Simplicity makes for direct- 
ness and effectiveness. 

The production and m~terial controls to be.esteblished and 
installed at a given'time depend upon the amount of our rescurces that 
is required for war and,essential civilian needs~ In the initialstages~ 
prior to the declaration of a netionel emergency, the military require- 
ments represent only a small portion of.our total productive capacity, 
In this period, the milit~,ry needs and the needs of Pn essential civiL- 
Jan nature have been, and may best be, ~fulfilled, without m~nd-at~ry order 
acceptance and.the us:e of central production and m~terial c0ntrois° When 
voluntary acceptance of orders is no longer adequate for national secur- 
ity, a limited third war powers act, Or its equivalent, must-be initiated 
to provide the authority necessary to establish a system of mandatory 
acceptance of security orders ~nd 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 need~ 
for national security, priority regulations similar to those used in the 
last war would have to be reinstated. These regulations should be modi- 
fied, in my opinion, to provide for a single preference rating for produc- 
tion or construction of national security programs. They should also pro- 
vide an expediting rating of nonextendable nature for handling bsttieneck 
items. This single preference rating on production and construction pro- 
grams requires that orders with such identification be given preference 
over unrated orders. Orders so rated may be applied against any producer 
or supplier of required pr@ducts or basic materials except as qualified 
in Priorities Regulations. Records of the demand for national defense 
would be maintained. Thus the impact of national security production on 
productive capacity and material supplies and resources of the coun%ry 
would be measurable. 

In consideration of a single production and construction prefer- 
ence rating, plus a "bottleneck-breaklng" higher rating, it is well to 
revie~ the effect.of multiple ratings in the l~te war. In the late war, 
preference ratings were used ranging from L~l through %~5, with the idea 
t~ot preferemce ratings of varied relative importance would signify the 
relative importance of programs and that such preference ratings would 
effect a better distribution of materials end supplies. Instead of accom- 
plishing such a result, the e~fect of these preference ratings of -~ried 
relative importance was to bring about continual pressure for reratlng 
upward, so that practically all material was delivered at the higher rat- 
ings. The effect was to continually change order boards~ That detracted 
from high production efficiency, and it became necessary to nullify the 
effect of preference ratings of varied relative importance by what was 
called "freezing" order boards on critical components and other items in 
short supply. The constant "leapfrog~zng"~" that resulted f~om c~nging 
preference ratings and order boards reduced by an estimated 20 percent 
the production of critical componentsand other items i~ short supply~ 

It is therefore my recommendation that we have a single priority 
rating for authorized programs ~hich must be given preference over require- 
ments that are not so rated. 

In addition to a priority system, it is essential that s~ecific 
controls be prepared to ,direct the production and/or ~istribution and/or 
conservation Of materials and products in short supply. 

During World War II the system Of "L" and "E" orders was used to 
direct the production of products and materials into t~es or forms 
necessary for security requirements. Sincepriority merely gives prefer-: 
ence to rated requirements within supply, such production control orders 
are necessary to insure adequate supply of required materials or products 
where different products may be made with the same manufacturing facili- 
ties, 
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~Cnere 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 mate- 
rial consuming items of the type I refer to would be automobiles, refrig- 
er~tDrs:, and tke. llke,.where first measures would require restriction to 
.some percentage of a base period:production and curtailment "ofmaterial 
demands.closer to available supply demands for such productio~ Programs. 
Such~production restrictions would eliminate disruption of production in 
many plants that would be needed later as war production unitB It would 
also be necessaryto, establish distribution controls and conser~mtion meas- 
ures~ to.,conserVe-scarce materials.and'supplies, and to i~sure ftull 
employment, in order to support production for national security purposes, 
including essentialclvillan needs. These orders must be designed to cover 
the critical materials and many component and end-product items, so that 
theymay be ready as required. Examples are controls over steel, copper, 
aluminum, lead, tin, rubber, zinc, and so forth, in the basic material 
classifications; and such end products or program s as machine tools, elec- 

, tric motors,.construct~on, etc. 

The controls~s.ed in World ~ar I! should be revised to the extent 
necessary, consistent with foreseeable conditions, so that, should need 
for their issuance arise, they will be available and ready to be put into 
.immediate use. 

TheNational SecUrity Resources Board is working o n .  these:basic 
control.s and regulations. I presttme many of you are alreadi? familiar with 
the completed order it has developed for ._machine tools, which is different 
from the one we had in the late war and is a much nora comprehensive plan. 
.It. covers the preliminary actions that would be taken to insure an ade- 
quate .supply of, machin;e tools in the event of another national •emergency. 

. ' I ha~e talked about three stages in the development of •production 
and material controls: (1) where the demand for the military is very 
limited, with.respect to our national production capacity and, .on a volun- 
tary basis, all-orders for the military can be filled; (2)~s.the.demand 
grows a li.ttle higher, the need for giving preferenti~.l tre~&tment," sup- 
port#d by the equivalent of a third war powers act, so t~t a manu~.acturer 
mu.s~'~Supply #he military order before he supplies a civilian order",and 
(3) as military requirements increase, the needfor curtaiiLng theproduc- 
tion of certain items, so that we don't end up with "coats.~nd vests and 

.... no-.pazts" in production shops, .and to assure that we ge.t a"balanced pro- 
:duct!an ofthe things we permit to be made for the Civilian economy and 

~-- to insure maximum employment of our people. • ' :. .... 

.... Obviously, priorities don"t produce anything; ail they do is indi- 
ca.te preference. ~nen the requirements:of the-militar~-exceed the produc- 
tion capacity of many materi&l~-~Componentsor end products.--Turther actions 
and oontrols are 'required...,Youreach a point t~here it I bec6:~es necessary 

• to add up what you wait and s.ee whether you c~n cut it 0~{t 3f:the size 
cloth thay you .have. • ~ . :  " " • . . . . .  



Priorities are insufficient in themselves if there is insufficient 
supply. They are only a hunting license if programs exceed supply° Ue 
found that out--the hard way--and lost production by not learning it mere 
quickly in the last war..h~en we get-tea point ~here priorities, in 
themselves, cease to be effectlv~, we must adopt e system t~t will get ~As 
what we need when we need it, in order to assure that the last 20 percent 
of output can be achi:eved from our productiv e capacity. 

..f 

Should requirements for national securlty reach a magnitude where 
militaryand essential civilian needs exceed productive capacity, priori- 
ties cease to be effective without over=all control of military and essen- 
tial civilian programs. At this point It Is necessary to be ready ~;ith 
national • requirements for securit~ purposes and to determine, with the aid 
of military and civilian Claimnnt~agencies~- the maximum war production, 
construction, and essential civilian needs the, are d0able within the avail- 
able raw material supply and r4s0urc~s of the ~ction, 

In order to accomplish a n~tional programming job for full mobili- 
zation of our resources for national a:ecurit~, the Controlled .~a~erl:.is 
Plan was developed in l~orld lear If, and it used ste ei, copper, ~md alumi- 
num as "common denominators." The purpose w~sto measure military and 
essential civilian programs against productive:cap~cl~v~ "~,,, so that programs 
and capacity could be matched and balance~ production programs authorized. 
With programs kept in line with the availability of these three materials, 
it was found that, generally, all other materials could be made available 
to support the established programs. ~Ith this basic method to 6~uide 
a~thorization of balanced production programs, supported by priorities and 
production and distribution orders, effectf.ve results were achieved. 

Steei, copper, and aiumin~m are used as c0mmon denominators bee&use 
of their major importance ss basle m~teriels in military and essential 
civilian products. Steel is 0f general importance in practically all hard- 
goods products. Copper is particularly significant in ordnance, communica- 
tions, Signal Corps, and electrical equipment cf mnny kinds. Al~nin,~m is 
of ma~or importance to an aircraft program. 

Obviously, dollars, or lumber, or cotton, or m~ny other items that 
might be selected would n~t give you the kindler denominators that steel, 
• copper, and al~mintLm do. At th@ s~me time,• the us~ of three common denom- 
inators, makes it a •more difficilt :job t~n! if we could do it with one. 
The British used steel, and there was consideration in this country to try 
to program and authorize producti0n based on steel requirements versus 
capacity. But it is my re commend~tion-,and I think this goes for my asso- 
ciates who worked with this kind of control in the late war, not only in 
the War Production Board ~ut in all branches of the Services and other 
claimant agencies--t~t we would likely want to use steel, copper, and 

.al~minum as common denominators in another "all-out" war production effort. 
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Another important factor that has to be considered is the problem 
of educating industry and Government to operate under central controls. 
There are a great many people in this country who understand the operation 
of central production control based on the rules s~ methods used in the 
late war. They were educated ~ver a considerable period Of time, on a 
tyial-and-error basi~ maybel, but, at any rate, they were educated and they 
iknow how to make'such a plan~work. I Would hate %ke job of undert~ng 
:another edueetional program unless it was absolutely necessary emd there 

.... waS. a comPelling reason for a major.change. 

There are many products ~hat closely resemble items that are made 
o~steel, copper, or alumlnum, for which the authorizatioh Ofproductlon 
~ould closely, parallei t.ka~ of products ~ide Of steel, copper, and alumi- 
num,...For example, amanufacturer buys certain components and assembles 
them "on a cast-lron base with other purchased parts~ He has just as 
important a production program as a manufacturer who happens to use steel, 
copper, or alumlnum in making ~imilaren~'items. In order to take care of 
such mantkfacturers, we established a regulation In World ~r II which was 
used to authorize the production of such items. 

.. In order tb facilitate advance measurement of the impact of mili- 
tary requirements on productive capacity, and for useas part of the Con- 
trolled ~terials Plan when, as,.and if it is put in eperatlon, bills of 
materials should be complet& d pr%mptly on important military end Items. 
After the. Controlled Materials R~an went into effect in the late war, it 
was several calendar quarters, even though the Joint Chiefs bf~Staff had 
developed a program, before ~e could get the program interpreted properly 
in terms of the co~mon denominat0rs to provide a true statement of require- 
fonts. There was considerable error in the stated requirements of pro- 
g~ams. I believe that these misstatements of requirements a~ose~ not from 

• intent to misstate the figures, but from lack 0f adequate bills of mate- 
rials on. key. items, . - ~ 

In 1941 and:1942 there was .a co~siderabl6 effort to get bills of 
materials on many items, but there was not a planned, concentrated approach 
toward getting bills on Im~ortnnt. miIitary materlial-cons~ming items. We 
had a bill of materiaZs onlan Aircreft instrument that took 15 oun~eslaf 
steel, copper, or aluminum, so the total demand f0r that Rartlcular~instru - 
ment wottldbe Insignificant in developlngprograns: we lacked, however, 
good bills of materials on items that consumed very large quantities. ~e 
had a misdirection of effort of people in industry, in drafting rooms and 
engineering departmen:ts~in calculating bills of materials on items of 
small • imP0rtance.. The paper required to prepare the ~ills of •materials 
weighed more than th~ product in some cases. : i 

". : - . . 

There ~re only• SG~aJozmilitary classifications ~n which these 
materlal requirements were stated in the records of the late war. In 
those 28 c!assific~tiens 0f military end ~tems, I believe that 200 or 300 
items will represent 80~P~rcentlof the requirements, of steel, copper, and 
aluminum.. ,A good "guesstimate" could be na&e on theother i~O percent, 
and even if it was lO percent off, we would have a 98 percent statement 
of requirements, which would be wonderfttl~ 

~ ,  ,° 
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To produce'200 or zoo bills • of materials on importmnt' items would 
not be a great burden on industry or on the military~ it s.hwuld be pos- 
sibl~ to take any program and multiPly the.items.accordingto the Joint 
Chiefs of Staff's plan to develop the quantities of materials required 
for each item. Many feasibility tests.could•be made, based-onalternativc 
"plans, by having, bills for thesei2Q0 or.300 items, .•This would.providc a 
• b&sis for f~asiBilit~meaSuremen~ We sh6uld~ye these bills nowo It 
would be.one of the most useful steps the milltazy could.take toimprove 
its relationships with producers. • It Would .eliminate reams of paper work 
and,:a~ the same time, give a better result, 

In considering i'ndustriai no~ili.z@tion planning.,w~.have, to think 
.in termsof some kind oftimetable', The. tinet~blc for taking the f~re- 
going actions is speculative, but vie ought to get these production and 
materials controls .completed and ready .for quick!:i.sfluance if necessary, 
.This is the time to dolt. In th~ event of ~ natignal emergency, •muCh 
t i m e  w o u l d  b e  s a v e d .  :. , .  . . .  ~ . . .  • i .  

. The tlmenecessary for plants now engaged,in making-civilian prod- 
u~ts' to convertover to ~he.productlon of war products is presently being 
investigated by task committees under the National..Sec,~rity ResourcesBoar( 
Fora:while, toward the latter part 0f1948, ~der Xr. George Felt0nls abl~ 
• direction, I k~owthat very effective.work was..being.performed:with:task 
committees. I don'tknow how effectively~.this work is being darriad on 
now, bu~ I understandthat the activity .has. been .considerably curtdile&, 

The time necessary to convert plants is-very important. 9here are 
people throughout industry who.have the kno~-how .to make • these ~lans and 
e sta.bl~i:sh •such tfme cycles,' We"ought to have. a record of what timing is 
and how the conversi'oncan bestbe, accompli.shed.: . . 

" : ,During the early stages."of this conversion ~erlod we shoulg have 
"some i~eao~when we are to tame certain actions,i.~he n to put in priori- 
ties;when to put ih'a:Oontrolled ~t.~aterials Plcm. l~en do these various 
actions!.take place?L~4hat'kind of.guidepost do.,we~have?.. - .  

- .  . . . . .  ~ ' . , . , . . ' : . ' . i ,  

I don't.know.how iong:.the ConVersion period Would be, but if. it 
is from six t6 nine'm0hths" long,.the first.thing ~c do, of.eourse, would. 
be to issue priorities regulations, as soon as the requirement is great 
enough to warrant their issuance. Then "L" and";.'" orders should be 
issued~ W¢"wouid:no~'lw~nt:tO. disruRtmanufactur~ng operations unneces- 
saril.y as we m~st keep :a nudleus organization to operate every needed 
faoil'ity. TKeremust bean "orderly job..o~converting from civilian pro- 
d~ct~n'.tom~litary":production in each Convente~.fa.cility. That can be 
accomplished in.the init'ial stage,"by giving pref:erence to national secur- 
ity items '6vet civilian items. 

%When the demand for military production increases to such mngnitud 
that it exceeds productive capacity, we definitely must have a programming 
type of plan llke C~.-~. Possibly by the end of the first or second quarter 

6 
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• '' "" " would start. ~all three of ~hel conversion -period, .the transition' quarter . 

• months are required to-change ove r , f-rom a priorities system-to a Controlled 
Mate?iais Plan or ia complet.e 'ailo:cati:oS programmingsystem, by.which all 
hard-goods production of this CO;unary would be authorized. The cD~nge-over 
is not a "quickie°" It takes along time,--but it can be done in three 

:months.~-a tough; three months, The change-over will have to be done in 
three months if an em[ergency occurs. 

. : . , .. 

" Prior tothe.declaration of anational emergency, it is possible • . J .. o ; 

.that the. defense program may grow t'o suchproportions that it will not be 
doable if .the present ra.te of production of civilian end items is permit- 
ted at present levels. As I said before, during that period, certain pro- 
duction limitationorders msy have to be issued on material~: and civilian 
end items, in order: to assure the production of items needed for the national 
emergency. " " . .  

Prior to this .~time, to assure ~cceptance and production of national 
security items, it maF be necessary to issue .priority" re=~ul~.tions modified 
as described. " 

Today, a system of voluntary steel allocation is in .effect. That 
system is growing in its impact on steel supply.. If an exp~;nsion of the 
voluntary allocation plan to include other mate'r'fal's "and products besides 
steel is indic@te~, it might be preferable to consider a single-priority 
system to ins<Ire the fulfillment of national security needs. 

Let me summarize what I [nave said by. giving the pro~osed actions 
in sequence: 

i, A simple Priority system ~ith.one rating to cover production 
and construction for national security requirements. -It is contemplated 
that contracts for such requirements ~ould be auto maSically assigned a 
ra~ing at issuance 'and that such rating would b.e'exten4able. Such a sys- 
Sam will eliminate.the.tons of paper and loss of man-hours and time that 
were required in the early d@ys of the priority s~stemused ~n ~Torld ~ar 
If, where you said, "You Ban have a priority if you have to have it," but 
you ,did not start with one. Everybody thought he ha~ to hax'e one, and 
all asked forone. It was time consuming and confusing.. 

"- 2. produntion, distribution , and conservatlon orders ~ould be 
issued.as required, similar in nature t0 those used in World. War II but 
red, sod to:meet the cQnditiQns prevailing in 1949~ 

: 3." The controlled Materials Plan shoul'd be developed and ready 
for use, in:much the s~me form as the plan evolved in W6rld War II. 

" "'-'. ' i • : " '" ' 

4. That the operations of a war Production civilian agency dar- 
ing another national emergency be decentralized, simila9 to that ultimately 
evolved in %lorld War II, with field offices conveniently located for better 
operation. 

~, ]-.r F .~'~ ~ ~: -~. ,~ .~.:~,-~.*.=~ .., 
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"5..- I strongly• emPhasize this need again. Bills of materials 
should be:completed promptly on major items of a military nature ccver- 
ing apprp~ima~ely 80 percent of the total metal needs for such items. By 
securing ~llls of. materlals on Important items only, g0od bills may be 
secured and industry relieved of•the burdensome and U~eless task of pre- 
paring bills of materials onlitems of smail materlal content that would 
have small effect on over'all requlre~ents fbr full production. 

6. We should have in readine.ss complete plans and procedures for 
the production and material controls necessary forindustrial mobilization. 
I know that the Natlonal. Military Establis.kment and:the National Security 
Resources Board are working in.that direction. In developing these con- 
trols and their supporting Internal systems for administration,. I knot,z that 
you are working with industry task groups.:'i"thl.nk.:tP~~work should be 
accelerated rather than lessened so that', if and when Such controls are 
necessary, they will be available for prompt action. Itmust be done in 
cooperation with industry so that representative s of industry will respect 
the controls and procedures. They will'feel that way if they are a party 
to them, and if their views have been taken intoaccount, Consequently, 
they will.want to make them work, and we will not be caught with a con- 
siderable preparatory and educational period, which we could go through 
now. , .  . 

, . • ." . : .::: . : ,-~- .. 

I realize that. I:.have covered a great.deai:0f territ0r::, and I 
have tried to do. itJust as succinct and seouentiaih:manner as possible. 

..It is important:for,us to have a plan. We donTt have to have the 
perfect plan. I Would rather have one that Washfat perfect but t~h~..t every- 
body wanted to make work, than a "super-duper" that nobody .could :~der- 
stand. .. 

Industry made C}~."work becausethe plan'aggee: With the basic 
principles of. industry. :de didn't do ~: ver~: good job "ofeducating indus- 

:: try last time. ~[e.had to do an educational job all over the Country 
,before we had the answers, and we looked pretty "hammyi" in T.zont of cer- 

' ' ~:~ain groups. We. could not do very much better becausewe werein trouble 
in 1942, as our priorities system ~md failed. :~e had to try to get indus- 
try's understanding and cooperation. . . . .  We didaccomplisH that:, and, with 
help, evolved a good System. ' 

• , . . , • ..., 

' ..We must not str.ive endlessly f0r perfecti0n;~ut-rather to improve, 
to a necessary degree, that. plsn which we ~ow-to :b.ew~r~abi:e, and to 
start taking the actio~sheC~ssary to secure good $ills 6f-'materials; to 
establishindustry ~ask committee work and studies of conversion time. 

• We..need the task ¢0m~$tte~st0:d~term:ne whatindustry can do from a pro- 
duction capacity standpoint; we need:goodproduct~onadd material control 
regulations ready. Do.u~e, ~fe must have a workable procedures tie:! t,o good 
praoticai .time~e.ble.s..ilI..don.'.t..t:hink that is too much to try to do. I 
believe it is entirely pos.Sibie of accomplishment... ' • ' ... 
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i welcomed the.opportunity t o .  meet with you today t~nd t o  express 
these thoughts t.o you, because i know •there'is much thnt you can do about 
them. : . . . .  

Q U E S T I O N :  I am n o t  q u i t e  s u r e  I u n d e r s t a n d  w h a t  y o z  m e a n  b y  t h e  

single-priority syst.em, Do.you. mean you would give AAA priority to set- 
.taSK items e:nd nopriOrity to all others? Would you mind amplifying tl~t 
just a little? 

MR. SKUCE: Isa~d that I wouid"recommen~ a sinEle priority and 
also a nonextendable prfority for breaking bottlenecks. We might tr,:ns- 
late that into priority terms we were familiar with in the :Late ~w.r by 
saying that we would give everything an A~.I -priority that was ~'.n author- 
ized program, and we would issue AAA priority only on a nonextendable 
bottleneck-breaklng basis. In other words, we would give a preference 
rating to any program thet we wanted to have produced that could stand 
the test of requirements • as essential. We would not give preference rat- 
ings to any nonessential civilian programs. 

QUESTiO}T: As I understand it, one .of the.complaint~ that indus- 
try had'as to the operation of the Contro.lled Mate'rials Plan. during ~'~orld 
War II was the overhead required on the part of industry in order to pro- 
duce the material and gather the data and so forth necessary to the reports. 
Would you care to c.omment on that, and do you have any, suggestions as to 
how the system might be simplified to reduce the man-hours ::equire~ to 
administer, the plan? . "" . ,. - 

• ° . ." , , , ° :" 

MR. SKUCE::::I I am very glad you asked that question, because ~n 
1944, after thep'lan had been in opera tlor~ifor a little over a yea.r,. 
Colonel, we asked..the same question of o~selves, We s~.id, "Maybe ~ie ~.re 
asking for too much. Maybe there are some thizg.s we=have not simplified 
to the extent that we might• Mr..ybe we are complacent because wearO too 
close to it " 

Mr. Dave Eovick, who at that time-wcs the 00ntroller of C[&? ~ud -" 
who kept all of the records of allotments with the ~agencies, and I, me~ ,:: 
with several' people to .discuss this matter:. There Q~s-[,'ir. George ?~ey'hcrd 
of..the NeGibnal Associ~.tion of Purch~sing Agents, v:hom, I c~sure, many ,:: 
of yo~ know. .We hadrepresentatives from the N~.~i0nal AssociatiOn of Cost 
Accountemts,the Comptrollers !nstitu.te,' and the Publid Accountants. • We 
met with these people and said, ~.'~e,~oul~. like • to:he:w' you canvass your . 
membership and" ask them to inform Mdu Wh~.t iS wrong with C~'. In what 
respects is CMP to.o complicated? .?Thht' tl~oughts do they haw:~ concerning 
its improvement? We welcome your, const.ructi~e:criticism and recommcnda, 
tions'~ " - .. . 

:: '.We received a very fine response. The Purchasing Agents, for 
example,' ret%{rned 75 replies, plus an analys.is and.conden.sal;ion of:same. 
Of thos~ 75 replies, 38 were from groups i~"differentare as,. 
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These criticisms and observe.tions were received after C}'~ was in 
operation for about one yearand after we were past the criticism on bills 
of materials, and many.other improvements in the C~.~P ]evelopment° 

They said: "We have taught our people to operate under the C~. 
It works pretty good. Don't change it." That ~s the first recommenda- 
tion. 

They said, "NOI 9. The bOold<eeping wlth respect to maintenance 
repair and operating supplies is difficult, but we don't know any better 
way. We would prefer to have it the ~y it is than to h~ve an application 
system°" .... 

They said, "No. 3, You make us control inventories more closely 
than we did on our o~n initiative. We have learned during the ~ar that 
we can work with lower inventorlesand weare going to try to continue to 
keep inventories low." It isInteresting tO know that some of these com- 
panies are still using in their businesses today some of the same forms 
they prepared for C~ during the late war. 

• They all objected to multiple ratings. They said there was too 
much leapfrogging, too much order 'schedule;changing. ~hey recomnended a 
single priority rating and a • reguired, delivery-date. • Thdse were the com- 
ments we received as. well as I can remember them. 

QUESTION: You speak of a single-ban~preference rating and a 
bottleneck-breaker or AAA nonextendable ratingo In the early stages, when 
you are getting military production going and before it has become very 
great, I c~an see that and feel perfectly satisfied that this will cover 
the entire field. But la~er on, as the military orders dominate the field, 
it isnlt clear to me how you are going to differentiate between the degrees 
of military urgency in there. 

It seems to me, in the lnter stages' of a w~r, when most of the 
production is military, if you hold to the single band and attempt to 
determine it only by dates, you will get into a multiple-scheduling opera- 
tion. Such operation Will sink you unless you decentralize .the scheduling 
to a lot of peeple, each of wham will be impressed, as I was in World %'far 
II, with the importance of his own particular problem. For example, I 
worke d on landing craft during the war. I ~s in charge of getting that 
pr@gram ou t , and I didnlt have alvery broad view. If I were scheduling 
there, I would schedule my material so that I got it in time and so that 
I didn't have a number of bilge ways backed up to ships that were-waiting 
for.a condenser or boiler or some small unit, And if you decentralize the 
scheduling to people who are chazged with requirements for one particular 
program, you are going to have unreasonable lead times° You just c~m ~ t 
get away from it. 

: It isn't clear to me what you propose when you s~y, "Dontrol it 
by the date." Who is going to set the d~.tes? Are we going to, turn the 
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Pentagon over to ~0,000 .schedulers, or do you hope to r~se the caliber 
• . ~h% ~ll and understanding of the decentralized people to the point where ~ " 

schedule properly? 

~iR. SKUCE:I will try to answer your question, Capt,:in. It is a 
tough one, but I third< I do appreciate just what you are saying and under- 
stand the reservations that you have in mind about a single rating, s~d 
scheduling with it. 

First of all, priorities in themselves don't produce anything. 
Secondly, any • established program is wit.bln the available su;ply of steel, 
copper, and aluminum, and every allocation given for steel, copper, and 
aluminum has no ?reference rating at allo It is good for the quarter for 
which delivery is approved. 

By the same token, let's take the toughest items that you have in 
those programs--the critical componentS. ~at did we do with those? In 
order to get that extr~ 20 percent of production on those parts, we froze 
the orderboards of suppliers to eliminate leapfrogging. If we donlt have 
that leapfrogging, we won't go through that period, before we go to frozen 
schedule~, where we are losing production because of_the effect of leap- 
frogging of ratings. .. 

Now, that does not mean it is going to work perfectly; nothing 
does. It doesn't fn civilian production;, it doesn't in ~r production. 
You are going to ~Rve certain items.on which a spoilage loss or defects 
occur, or defects in schedules, transportation, or something ~lse creeps 
in, and you are just going to have somethlng very quickly and you are 
going to have to break the r~les. Producti0n expediting is schedule up- 
setting, and an expediting rating like A/~ should be h~rd to get. 

I would not decentralizethe giving of the A.~ rating:~. I would 
run them the way you did your landing-craft program. ~,~en you had an item 
that required a AAA rat in@, there had to be a compelling reason for gi-~ng 
it before it was issued. I thi'n~ we •ought to be Just that tough if another 
emergency arises. 0bvi.ouslyA.~'s should not' be extendable. 

I think•wB can accompilsh theobjectives and can meet these obsta- 
cles t~ut you talk sbout, along the lines that I have suggested. 

QUESTION: How would you handle' a project like. the Atomic Energy 
Commission in your scheme? It had anoverridin~ priority that lasted for 
months and years, and we might ~nve something similar to that again. 

MR. SKUCE: I don~t think that • particular program w.ries much from 
the landing-craft program. The requlrementswould be preParedby the Atomic 
Energy Commission in terms 0f steel, copper, and aluminum and other mate- 
rials under allocation. Those requirements would be matche~ ~gainst the 
requirements of other programs and the level established for the authorizing 
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of production programs for that end l~roject. .h'e would give allotments of 
steel, copper,• and alttminum,~ and we would .give the slngle 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 humber of highly 
urgent programs if another war occurs, and each program authorized ~.~,ill 
be. an !mioortant program and will: carry the same ratlng~ 

if we do a promiscuous Job of schedule upsetting (by issuing 
AAAts), we are not going to have any plan, 3~e just cannat handle too 
many things on an exception basis-,, If we.~o, everyt~ingbecomes~an excep- 
tion and We have an all-out pr0:gram''"everythlng, every w~here, all at once. ~' 

'" QUESTI~)N: What restrictions ~,ould your experlence •indicate are 
wise to put on initial procurement by the military? For example, we 
recruit a very much increased staff of procurement people, ~Je brinl in a 
lot of enthusiastic young Reserve officers. ~:e'say, "Come on, let's get 
this done. We'll work. until midnight. Let's grab e.very~hing we can and 
get I this thing goings" . • 

Some restrictio.n is 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 ere trying to get 
something done, Furthermore, the placing of those •orders-on industry indi- 
cates to it, in general, whst it has to do. Of course,, la.ter on we ma?,~ 
change those .orders, .but a ~manufac:turer who has a procurement order placed 
on h%m, even though it may be a cockeyed and preliminary! order, has a bet- 
ter indication 10fl what. is: in. the" wi'nd than he would have if he were •sitting 
in T01edo and somebody else':weresitting here in ~iashington with a lot of 
ideas on his •desk. There is s happy medium that I think we must strike 
between an t~nrestricted grab byeach procuring service and by each bureau 
of the Nav~ Department for all the critical material in sight and %estrict- 
ing the procurement to the polnt where things do not get done fast. 

. What Would your experience indicate as wise for control in that 
field? : ' ' ' " ' 

i'~R. SKUCE: C~ptain, from the standpoint of my l,:ar Production 3card 
experience in the late war, I did not learn very much about procurement; i 
did have some exPerience ~itH procurement in industry before I went to the 
War Producti6n Board and during that early period 19f ~'.,hlch you speak, ~,Jhen 
we were trying t0. get productionIncreased.. Many v:~ry I peculiar things hap- 
pened, and so'me of. them came to our attention as we tried to put in the 
Controlled Materials Plan. •From that'experlence, :it would seem that it 
would be helpful • if these programs were thought Out~ in terms: of" .the •end 
item. ' . :  - . . . .  • " . . . .  . "  . . . . .  . : 

: : ' Let's say, for example, the end'item is a 60-inch searc-hlight " 
mounted on a truck. The p~ogr~m :shOuld take into account all of i.ts com- 
ponents at the time the procurement is done, and there should be only one 
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program. If you have one program for the trucks on which the searc_hlights 
are mounted and one for searchlights; a schedule of 40 searchlights a week 
and a schedtule of 80 trucks a week; the problem of warehousiz.g the trucks 
and matching the searchlights with the trucks: and if you wave the flag ~t 
the person making the trucks to go from 80 to 100 per week arcd tell the 
fellow making searchlights he is doing all right just the way he is, you 
surely get imbalance. 

There are 28 major programs according to the w~y the statistics 
are kept. With the 200 or 300 items on which we need bills of materials~ 
as I mentioned, and •within the moneys t~t you have to spend, a little more 
thoughtful planning of procurement and tying in the component.s with the end- 
product program would be very helpful. 

We were ~mazed one day, Shortly after the C>~ went izctO its first 
transition quarter of operation, to have a very Irate gentlez~an, who was 
in the business of producing aircraft wings, storm his way into our office 
and condemn us vehemently about what we were doing to him in his efforts 
to win the war. He said that he was producing in accordance with the mili- 
tary wishes, and what We were doing to him was going to result in his cut- 
ring his operations in half. Actually, the company hsd a 10-acre field 
filled with wings, and we were short of fuselages, ~nd we did~tt have under- 
carriages and engines. One of the reasons we didn't have the: ~uselages was 
that there was a shortage of aluminum which he was using for producing wings. 

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

I certainly don't believe ti~t s clvilicn agency could establish 
limits of procurement, because it has no basis of measurement° It cotuld 
not do it with dollars. It has to do i~ with common denOminetors like 
steel, copper, and alumlnum.,~and you wot~ld not be ready for ih at the early 
stages of a national emergency. . "" 

Q:JESTION: ~a%_at is being done by NSRB to get some me~.sure of essen- 
tial civilian requirement~ Introduced into planning? 

MR. Sk~UCE: I don:t know, sir, because I have not been active in 
NSRB in the last severa$ weeks, i know it has been • working cn s one feasi- 
bility checks. I believ e it was contemplating getting the civili~m- require- 
ments data from available data in'the Com~nerce Dep~r~ment. 

Mr. Clewlow, would you care t~ add to that? Mr. Cle[wlow is in thc 
Office of Mobilization Procedures and Organization, NSRB. 

MR. C A~RL CLEWL0~,~': Mr. Tupper, in C.h~ge of require:.~ents, mmde n 
talk here not so long ag O . I ~.~ould rather have him answer that some time 
in the future. They do have a requirement~ progrs~m in operstion. 
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QTIESTIOE: ~Cnat would your. experience ~zith C~P indicate as ~.~isc 
for assigning~ product:s as "A" products Or :'B" products? Would you be" 

las~ interested in a more extensive list of "B" products ithan there 

time2 " ' 

MR. SKUCE: I will try to define a "B" product for you in simple 
terms. Actually, there are two different methods of manufacturing h~d 
goods. One is to manufacture, to a given order, a specific item for a 
given program; the other is to.anticipate orders and to make items in 
anticipation of orders. For example, if you want to tske extremes, one 
extreme is a battleship, in which cese Men make it directly to the order. 
The other extreme is fastening devices, in v~ich case, obviously, you 
would not want to put a person on a basis of •never starting to ~qke a 
screw until he had an order that emanated•from a battleship. The deter" 
mining factor as t'o ~ether a product is a cl~ss A or class B depends On 
the method of manufacture em.ployed. 

"Electric motors," for example, is a generic n~me.. I think we 
ought ~o appreciate, when we .consider small me%ors of between ! and ~00 
horsepower, alternating current, induction, that there are I,S60,OOO pos, 
sible standard design combinations in the handbooks of manufacturers for 

those products that they offer for sale. Those combinations come from 
differences in speed, voltage, method of closure, type .of installation, 
and what not, that make up such standard ~uits. S O the name ........ 
applied to them is not sp~cfflc. Actually, 1,Ze0,000 possible stcndard 
motors are produced With about 80 sets of parts. You can mass produce 
bearing brackets, bearings, sDmfts, stator and rotor laminations, v~rc, 
and all the rest of the components. It used to cost about 25 ccnts to 
assemble a 50 horsepower motor, SO cents to test it, and 25 cents to p~.l~t 
it. •~ 

Actually, t~at is producing a motor, if you mass lproduce parts 
and bring them:for~rd to a point of ~Tfluid" stock. 

If you start putting such products'on a m~ade-to-o~der~basis, and 
if the m~nufacturer could start productlonon receipt of order, the pro- 
duction cycle time would be three .°o_~ths. I know the Navy never would 
accept three months t delivery• on a motc~o T~e method 0f manufacture 
requires tDmt they be a "B" product. . . . .  

We could not predetermine requirements for most class "B" ~?roducts. 
%Co had to work on an after-the-fact besis ~nd uake producers justify t-hat 
their output was in keepingwith the requirement s of *the military and of 
the essentiel civilian economy' I think we did pretty well. 

G~P_&L HOL~N: Mr.. Skuce,. in working up an emergency rceuiremehts 
program, the planners are cd~fronted with cohflicts between the and-item 
requirements and t~e secondary requirements, which involve tooling, nc~ 
construction, eonve~slon, and zatcrinlso Would you plea:so discuss the rcla 
tionship between end-item an~ sccond~.ry requirem,~nts with rcspect to allo- 
cations and priorities, which ~ould deol ,,~ith thct particular conflict, as 
viewed by the War Production Board. 1L# 
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MR. SICJCE: I~ I understand your question co_rec~ly, G ener~l, you 
refer to the conflict between constmAction and facilities requirements as 
against those for end items. %What comes first, the chicken or the egg? 

GENERAL HOnorArY: That's right, it takes end items to win a ~ar~ 
but we must have tools and construction m~terials in order to get up to 
the volume of production we would like to see, say, a year or 18 months 
hence. 

MR. SKUCE: Yes, sir. I may have gone over it v little quickly 
in deliverlr4 my presentation, but I considered programs not only for end 
items but for construction as well. The ccnstractian period for a now 
plant might be as long as the construction period for n ship. So lead 
time is always taken into account in the impact of requirements for con- 
struction programs in competition with those for other progrez:s.--and 
requirements stated in terms of steel, copper, and al%uln%m. 

We finally developed, I think it was under C~.~ Ee~ulatlon 6, a 
construction order in the Controlled Materials Pl~-un that required appli- 
cants to indicate what they needed by quarters for construction purposes, 
so that we could measure the amount required for construction along v~th 
that required for production programs, and we could match the requirements 
for the construction of a rayon plant against an ammunition program or ~n 
ordnance program. Then we had to decide whether the start at this time of 
that facility was needed as badly as the other items° 

It is a grueling process, and I think the Requirements Co~ittoe-- 
I ~m sure you are familiar with its operatlon--had some very 4.ifficult 
decisions to arbitrate during the late war, when there w~s an almost equal 
desire to have both construction and production programs. 

I see no other way tb-~m, to bring all such requirements together 
and let the production program rest on its ovm feet as against the con~ 
struction project. Either one nr the other ~ll be authorized if both 
can't be produced ~thin available supplies. 

COLONEL HOEFFER: Mr, Skuce, it seems t~t ~,~. ~u have answered o.!I 
the questions for the College and our guests. I t~uk~,~ you for a very 
informative talk on priorities and allocations. 

MR, SKUCE: Thank you, sir. 

( 20 April 1949-- 750) S. 
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