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P.~_0RI~ ]3:o ALLOCAT'[0NS 

' 2 },~ay 1950 

CO~%L&~ER BALL: General Vanaman s~ud gentlemen: The problem of 
priorities and allocations in the control of ~artt~e production has 
already been mentioned by Several speakers from" this platfo_~m. I~. 
Clark in particular, who is ~ith us again rodeo% has already given us 
a good bit of infon~mtion on this subject. I know that each of our 
industrial cormmittoes has already encot~ntored various of the aspects 
of this problem. 

Today we have invited an old friend of the college t$ return and 
tie up some of thes~ ~ loose ends and put the various parts of tl~.s problem 
into prope r perspective, You are alr~a(]y acquainted ~ith him through 
his Pamphlet ,,Control of 7ndustria! Inventories." Committee No. 40 is 
acquainted with him througi% his !8ctt~c of last year on this ss~e subject. 
During the war he served as director of thc Controlled }~[aterials Plan 
Division of the 7far Productlon:~ard and 2ater as deputy vice chairman 
for Operations." It is a p!eas~e to welcome back to o~r pls;tform l~r. 
Walter C. Skuce, who will spe,9.k on "_.~h-iorities and Allocation~." 

}:~o S~JCE: Commander Ba!l s~nd gentlemen: It is a orivilege. ~nd 
g~ a pleasure for me to appear before you to,day to talk about "Priorities 

~ e °O and Allocations.,, ~'~ether tn sub3~ct is called "Priorities and Alloca- 
tions" or ~'The System of ~rtime Production Controls," it is ~enerally 
the same subject. 

The industrial mobilization of" .&merican industz-j for war requires 
central production and material control systems to assure the maxim~m 
balanced production and distribution of materials and products. Such 
central control systems must be easy to understand and simple to o~erate 
in order to result in the most equitable distribution of materials- 
and resources to fulfill the needs of the military ancl t%ke care of 
essential civilian needs. 

in developing the system to be used in a mobilizatiOn r qan in 1950, 
consideration must be given to those control mechanisms used success- 
fully during World War if. The production and material control systems 
that are proposed in my presentation today closely resemble those that 
were evolved in l}for!d War II. H~vever, an attempt has been made to 
eliminate the features of ~ those contro].s that detracted from their most 
efficient operation during the last war or those features that experienced 
judgment indicates should be omitted from an}~ controls develoced for use 
in anothcr national emergoncTf. 

The production and material controls to be instal.led at a given 
time depend upon the amount of our •resources that are required for war 
and essential civilian production. In the _~mitial sta~es, Drier to the 
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declaration of a national ~mergency, tha military requ.ircm~nts represent 
only a small .~or-tion of o~r total producti~!o.capacity • In this -.~eriod 
the military needs and the needs of an esscntia! civili,:~n nature have 
been and may best be fulfilled without mandatory order accQpt~ice and 
%he' use of central production ~md mP.terial controls. "?ncn voluntary 
acceptance of orders is. no longer adequate for national security, a 
15~ited third war p~vers act should be initiated to provide the authority 
necessar~# to establish a system of mandatory acceptance of security orders 
and for the issuance of production and matc~rial controls to assure the 

fulfillment of such requirements. 

Should volunta~f'aocoptance not result in fulfi.llment of the noQc~s 
for national's¢~ct~ity, it is proposed that -orioritics regulations, such 
as Nos..1, 2, and 3 used in World War II be reinstated. These regula- 
tions should be mo~.mf.~ed to prov~d~ for a single.preference rating for 
oroduction or construction of national socuriby progrcms. An expediting 
rating of nonextendable native should also be orovided for breakSmg 
bottleneck items. This single .preference rating on production and 
construction progr~:ans requires ;ohat orders with such identification be 
given preference ovc, r .aurate~ orders. Orders so rated m~y be aoplied 
against any oroducer Or supplier Of required products or basic materials 

" RuCOI _o of O,~.o d~01qd except as qualified in priorities regulations. ~ ~ ~' 
for national defense will be maintained to measure .the Lmoact of these 

rated requirements on our total supply° 

It was proved during the last war that -~reference ratSngs of 
varied importance, for e~:ample, AA-1 tO AA-5, did not prove effective 
and caused many difficulties which could have been avoided if .~ s'ngle 

• ~ .... *" - used. ~ecause there were rati.n,~s of varied pre~e.~ence ~.ng had been - - 
importance, purchasing was often:improper]~ ~ affected by the relative 
importance of the preference rating t h e  n u r c h a s e r  held. Y~proper 
delive~./ of high-rated orders ahead of schedule also r~ ~ulbeo.. i,-k~rther- 

~umano for upgrading of preference rating more, there was continual ~ " -~ 
aut].or..uy because preference ~ ""~ ~ of ~ .~ ~ 9~portance affected 

proc~L~ement • " 

The effect of a multiple rating system was to continually change 
order boards, thereby detr~,ctin~ from hi{~h .production efficiency. 1% 
became necessa~, to nullify the effect of ~he multiple ratings by 
.freezing" order boards on certain components an~ .other items in short" 
supplY. The constant "leapfrogging ~ of orders with varied -oreferences, 
with resulting disruptive changes in production schedules, s]~stantially 
reduced oroduction and aggravated, shortagos o The freezing of order .. 

- ~.. ~ 4 "~" boards~ nu~.~zy.,ng multz~:,±e ratings, b~came necessary in'brd.or %o attain 
higher production levels on many of the most -~gent items. 

• . , : , p ~  Cll _C . In addition to a priority system~ it is cssenbia! that ~ ~ "P~ 
controls be prepared to direct-5h.e~ production and/or distribution and/or 
conservation of materials and prod~cts in snort ,svo :~4v.,.= ~..-~ 
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During World War II a system of "L r' and "M" orders was used to 
direct the production o£ pzoduCts and materials into t~ges or forms 
necessary forsecurity requirements. Since priority merely gives prefer- 
ence to rated:requirements within supply, such oroduction, control orders 
are necessary to insul~e adequate sup:?ly of required essential materials 
or products where different products may be made with the same manufac- 
turingfacilities. 

~erothe unlimited production of civilian products that use large 
quantities of scarce materials and components may cause .considerable 
loss and disruption in bal~iced production, it becomes neces.sary-to 
reduce the production levels permitted on certain civilian items, such 
as automobiles and refrigerators, and to establish distribution controls 
and conservation mo&st~es, to conserve scarce materials and supplies and 
insure full cmplo~uent, in order to support production for-national 
security purposes, including essential civilian needs.. These orders are 
designed to coyer'most 02 the critical materials and ~any component and 
end product items, so that they*may be ready as'required. EXamples are 
such matCrialsas stool, copper, aluminum, lead, tin, rubber, and zinc, 
and such endp~oducts or programs a~ machine tools, electric motors, 
construction, and soon. 

The controls used in World War II should bc 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. 

If requirements for national security reach a magnitude where 
military and essential civilian needs exceed production capacity, prior- 
itios will cease to be effective without over-all control of military 
and essential civilian programs. At this point it is necessary to be 
ready:with the national requiremcnts for security purposes and to 
determine, v.~th the aid of~military and Civilian claimant agencies, 
thc maximum war production, construction, and essential civilian needs 
that are doable within the available materials and rcso~wces of the Nation. 

In order to..accomplish this national programming job for full 
mobilization of our resources for national security, the Controlled 
Xaterials Plan was developed in VTorld War II, using steel, Copper, and 
aluminum as "common denominators." The purpose was to measure military 
and essential civilian programs against productive capacity so that 
programs and capacity could be matched and balanced production prograns 
authorized. ~Tith 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 progr~mms. ~;Tith this basic 
method to guide authorization of balanced production'programs, supported 
by prioritios and production and distribution orders, effective results 
were achieved. 
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Stool, copper, and aluminum wore used as common denominators Do causo 
of thoix' major importance as basic ms, tcrials in military and essontia.1. ~ 
civilian needs. Stool is of g0noral importance to practically al]/"hard 
goods" products. Copper is of particular significance in ordnance,.. , com- 
m~mications, Signal Corps, and in electrical equipment of many kmnas. 

~.].rcr,~. • Aluminum is of major importance in determining a doable ~" ~ft ~ program 

In addition to the Controlled 77atcrials Plan, during World War I! 
there was dOveloped a control to authorize the producti6n of, certain 
products not requiring steel, copper, or aluminum, but items ~Thich 
closely resembled the type of products that wore made~ of steel, copper, 
or aluminum. PR ll-A provided a method of production authorization for 
t~e mam~acture of items under this regulation similar to that employed 

in C~ for Class B product producers. 

To give you an example of this type of item, suppose you had a 
producer who provided an =ssemo..ea motor compressor tunit on a cast iron 
base. 14enifestly he manufactured the cast iron base and did the mounting 
of these other units; but he di4~i't actually have to buy any steel, 
copper, or aluminum per se for his particular job. Y,e bought him 
components and assem~-ie~hem on a common base vnit. We brought him 
under the plan throush that regulation because his operation so closely 
resembled the other kinds of producers that operated under C},[?. 

In order to facilitate advance'measurement o2 the impact of military 
requirements on productive capacity~ and for use as a part of the Con- 
trolled },~terials Plan vixen and if it is put_ in operation, bills of 
materials should be comD!eted promptly on ~mportant mi!ita~l end items. 
It is .estimated that bills secured on t~vo or three hundred important 
military end items, based upon materials ~nd component needs experienced 
in ~orld War II and modified to present-design of comparableritems., plus 
nevr; kno~m items which the militant 7~ou!d require to vcage war., would give 
the data requ~@dJ From the bills of materials on these items there can 
readily be developed statements of requirements in terms'of st@el,. ~copp@r,.., 
and aluminum and .other.critical materials and como0nents, Based on 

' " d alternate plans of action contemplate bTp .the %uilitaz~,J, s.J~.@ly oy multi- 
plying these items .by the q~antities Of: each required for the .considered 
mi!ita! V programs~,dosi~ied .bY the Joint Chiefs. o~. Staff. 

f 

It is estimated that such a iist. v,'ould" an~roxgma%e 80:percen~ of 
the total demand .of the military for: steel, coD-bet, and. . alumin~m~ and 

would permit measurement of the feasibility_ _ ..... of any .consmdereo. program. 
%Ave to throe hundred bills of. materials, ~r@Prosenting "'~80 percent,of 
the military- requirements, could be.used :as key items, to whichwou!d 
be applied multipliers developed by logistics from Joint Chiefs of 
Staff alternate plans, Which would permit measuromJent of the impact 

su:,p!~ of basic materials of those militant requirements on our entire .... ~ 
by which production is measured in America. 
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Bills of materials instructions used in 17orld ~lar II :6u conjonction 
with the Controlled Vatorials Plan could be used without revision, and 
the required bills could be developed. 

Obviously, tJz~ing is a very ~portant factor. The t~netable and 
tho need for taking the above actions are quite spcculative~ but the Dlan 
and the orders need to be complete enid ready for quick and orderly issue.nee 
if, as, and when required. In the event of a national emergency, the 
limitation ~ orders on Civilian production would nccd to be issued- ~ithout 
delay. The time necessary, to convert plants now en~aged in making 
civilian products over to production of war products should be carefully 
investigated. 

It might be reasonable to exn~ct  that it would take 18 months to 
get the first tank oroduced from a t~k arsenal, i:/e don't ]mow what the 
cycle time is for converting civilian t, mits in general over %o war prb- 
ducing units. I ,/~ould estLmate that an average time for such conversion 
would be somewhere in the neighborhood of s,_'x months. 

l,[ow~, each industry has people who can ,five very effective informa- 
tionwith respect to the exoerience that they bP~d along that line and 
tell-us about how long it would take them to ~Titch over from the-manu- 
facture of so%ring machines, let us say, to the nroduction of radar 
components. They have all been through that before. 

There is also a need for keeping the people that they have in such 
productive units employed on those facilities, because the labor force 
is as important a part of a facility as the machine tools and the plant. 
So to make an orderggf conversion ~e ~u,.st L~" the time that it is goLug 
to take to make the transition, because the transition time also directs 
what kind Of control system to use while go.-',~g through a tromsition oeriod. 

D~ring the early stages of this conversion ~er.~od, priorities and 
some L and N Orders would be the only practical method of control. The 
transition from priorities to C~ should be anticipated to become effec- 
tive by the time the ,~lant conversion is substantia!]~i nearing completion. 
Three months must be ail~:;ed for an orderly transition from a priority 
system to a C~ system.• 

Prior to the declaration of a national emergency it is oossible 
that the defense program may grow to "such proportions that it will not 
be doable if the present P "~" _ . ~e~.~o i r~ conducted pro~,~o ~.on of civi7 ian end ~ -~ ÷~ 
at present levels •. There:fore, cer-"oa'.Lu nroduction~ 3 JJ~.itation orders 
may have to be issued on materials e~nd "civilian end items in order to 
assure the production of items needed for national security. 

Prior to this tJ~e., to assure accep¢~nce and oroduction Of •national 
securit~ items, it ma~i be necessary- to is.sue priority7 regulations, modi- 
fied as .described above~ in order .to give preference to national se.curity 
items over civilian items. 
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! believe that the plan of oroduction and '~' + ~' ~ controls ! n~:,v~ 
described csm best be s'm~m.mrized and arranged as follows :. 

!. A sJmole priority system with one rating to cover oroduction 
and construction for national security requirements. It is contemplated 
that contracts for ~ such requirements would be automatically assig~md a 
rating at issuance, and that such rating would be extendable. Such a 
system will eliminate t~e tons of caper and loss of man-ho~u~s and time 
that were required in the early days ~ of the priority system usSd in 
IVor!d ~:Tar i!. A bottleneck breaking, n0nextendab!e rating ~o~Id also 
be provided. 

2. Production, distribution, and conservation orders m~rbe issued 
as required, similar in nature to those used in T/orld War !!, but 
revised to m~et the conditions prevailing in 1950. 

3 A Contro_,lea Zater~ls Plan v:ou!d be developed and  ready for 
use, in much the same form as the plan evolved in 17orld ~lar !I. 

4. The operations of the t~r Production Board dur~mganother 
nationaiemergency would be d~centra!ized in a manner sD~ilarto that 
ultimately evolved in ~orld War !!, with field offices conveniently 
located for better operation. 

5. Bills of material should be comnlcted promptly on major items 
of a military nature covering approx'unate]4 r 80 percent of these total 
needs. ~f securing such bills of material on important items on!y, 
good bills may be secm'ed and industry would be relieved of the burden- 
some and needless task of preparing bills of matsria!s on items of small 
material content that would have little or no effect on the over-all 
requirements for full production. 

6. The Nationa! Security R(~sources Board should have in readiness 
complete plans and proccd~mes for the, production and material controls 
necessary for industrial mobilization. In dev~ioping th(~se controls 
and their suooorting int~rna! systems for administration, the National 
Security Rose{trees Bos;r£ should work with other governmonh agencies 
concerned hnd<vrith industry task forces so that if and ~hon such controls 
are necossa~r, th%-will be availabl0 for use without costly delay. 

QUESTIOP[: Is it your plan to estimate at an eariy Stage how much 
of the controlled materials "~vil! be rcauired for r~ar production and then 
to allov~ the rest to continue in civilis:n oroduction? 72 the answer to 
that is in the affirmative, ~ffly wouldn't it be better to approach it 
the other way aro~d and allow only the estimated minum~.~ to go into 
civilian production, allow "0hose controlled materials even to acct~mulate~ 
if it should happen that vmy, for a tJano? %rou!dnTt that bo better, 
because of the fact that est~natod requirements for ~:mr purposes are 
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only-estimaY~es and the actual n~eds may turn out to be grcator and because 
it Lou.,_d seem ~hat ~uurmng a .uar we should save all ti~c potentially scarce 
materials m~til ~vo are sure that ~.re have enough to win the uar? 

MR, SI~CE: There are three i{~s in manv£act~aring--men, materials, 
and machines,. There is a corta~_n period of t~m~e required to change from 
civilian to war production. First~ there is the job of g~tting D!ants 
converted from civ$!is]u oroduction to production of military items~ Let 
us assize for: the p~&rpose of this discussion that conversion t~me is s.~x 
months, For those s~ months they would continue some civilian orodUc$ion, 
so as to keep their working force intact. Of course civilian oroduction 
vzould be discontinued m~ production for national defense required diver- 
s'ion of men, mater'![als, and machines. 

It is my rccom~Jendation that vze measure the impact of m±litar~# items 
through the use of bills of materials. For that purpose "~Ta should'get 
good bills of materials on all military items as quichly as we can~ 
expressed ~z.~ terms o£ stool, cow, per, and a!t~ninum as common denominators. 
Such bills of material can be measurable aga~u~t capacity in terms of 
those three basic metals. It v,~ill also enable us to meastm~o the impact 
of tl~e military progrcm~ on the prod:~.ctive capacity. Then by the use o_f 
L and ~iUordors we can restrict civilian production more and more as required 
in order to make 7zay for the increasing milita~ oroduction. 

_.acre uon't be need for an over-all control system7 ~.~ntil such t~me 
as olants are ready to cons~ne !argo a~.antitics of'stoe!~ cop=.~er~ and 
aluminum. .~] order for them be bS able to do that, plants vri]_l have to 
be cdnvortod from Civilioao. productior, to ~/ar production. There is a 
nico~ty-'of balance required to convert to f~!l .... . . . . . . .  rt_..me production. First 
of all, the objective ~ ' "  .... ~,o list all the military items produced that 
are going to use stoe!~'copper, or al~minum; and they ~ . . , . ~ ~ l  . . . . . .  be ,.~ivon ~or~_o~'er- 
once. At the same time, th.sre is need to keep the throe ~.i~s of pro~.~act_on~ 

~" ~~ + a de ~r ~0 stabilized to as ~ ........ as ~.:e-. can As inroads are ~m~do by 
miliGary production~ we want to keep a ~uc!eus of producing units intact~ 

~fe have to recognize the danger of shutting off more civilian 
production than required~ thus rendering, people ~emp!oyed~ in order'to 
build .up a bank of military materials. Steel companies~ for ex~mpU,'e~ 
never make a practice of Stockin~ steel. Some steel is stocked in the 
dealers' vrarehouses~ but tl]e steel companies themse!ves do not stock 
steel. They haven't th@stora~3e space for it. So there has to be a 
continuous f:iovr of ste@!~ and economics enters into the prob!em~ 

The easiest vray o£ keepin 3 the tD_~ee }i's intact is to do a comD!ete 
job o£ conversion based on program reqv, irements. Therefore~ the sooner 
we get program requirements meas~d~ ~n,~ sooner we Ic~ov~ what their 
impact is on £acilities. Such knovrledge offers the opportunity o£ doing 
an intelligent job d~ng the transition period• 
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.qUEST!O.~,T: In many cases of doubt that ~'~ou],d come "o.p~ ~rhich ~~-ay 
~~'ould you resolve the doubt--to~:ard more c~u~tailment "of civ~'l~An pro- 
duction or less curtailment of civilian prodt~c.%.ion? 

I',~..SICtTCE: First of all, '~ '~e should issue ~]andato~ ordc'rs that 
require the mi!itar~ .~ orders to be acceptod~ so preference is fioin~z to~ 
be given to the ;military items all,the ~ray throu~h. That is done by 
mandate ~. so ti-ere is no choice ~m it,, as long as military items have 
to be produced f~st and civilian prod;rams are relegated to soconda~ 

position. 

That is ::~£ny i sugce,st that earl~F in the progrBm ",,'~-e oam~mrk militar~j 
items with preference ratings~ ~i~ich ~,'ill automatically assure their 
Drier attention. V,[e will not be on a complote priority system during 
;Ghc transition pcrfod, nor ~:~ill prod~ction of oivi!ian, items be eomplete!:~ ~ 
denied. We ~,;il.l have a period of trs=~,sition d<ming ~:i0.ich civilians ~z~ill 

, be up agains% the problem of h~ntin~ aroi~nd to get ~naterials ~-}hi!e beiny, 
forced to give -oreferoncs to national defense requirements. The national 
defense .requirements are ~iven first ,-,,lace in production schedules, and 
civilian items fall into place as there is room for them. 

¢IU~STiO~[: You have indicated that ~'rhen the boll rinss~ the mi'_..i%ary 
representatives are goinz to got out their stamps and cut preference 
ratings, on their orders. Granted that there will be soz~o lag "of time 
7there civilians ~7i!I have to do a bit of hinting aro~nd, b.o~r do you 
propose in that. r~oriod 0:[ transition to take care of the producers of.. 
essential civilian matoriais, like the ,~achine tool producor~ the manu- 
facturer of ne~:r firs trucks~ anC. all that kind of business [;,hat is 
classified as pretty essential? As those -or!critics start f!o~;.ing do~.m 
into the various niches, ! u_uderstand that they are oxtondab!o so that 
tl~ey can got do~,m to the mfocontractors. But t.'hat happ,:ns <,--hen you begin 
to accumulate the -oriorities and out undue stress on those s~bcon%racting 
units? Do you use only the block buster soocial priorit;~:~ or do you 
foresee the time ~'~hon you may have to jump from a sin[~lo-band s~j~stem to 

a mu].tJ..ple-be~d systg:~,~? 

~J~. S!~CE: I believe you a_+e askins about throe questions in one. 
To take the first <~art of thc~ quastion~ i. suggest ~iv.~mg prefers:nee, 
ratings to the milttm..,7 for its roquiromo:cts d~'ing the c~arl; F prepared, 
mess oeriod ~:hen such ratings are demonstrated %o be required. Prior 
to a national emcrgcncy~ i doubt th.~v!~ the money provtded by Concress 
~7ould oroduco enough total demand to cause much disrupti:on in the 
orod.uct-ivo facilities of %he co~,~ntry. It ~.;,asn't ~z~ti!-col! on in the 
so-called defense period in the last v.ar that you couldn't proc~e all 
the essential civ, i!ian items and ~terJ..als 'that ~',~ere required for the 
sustenance of life and to ,keep ,~<~erica in a state of rer~air, 
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As a. matter of fact, there were no provisions made for general 
repair and'maintenance until about the time of the Production Require- 
ments Plan, vrhich ~vas either late 19Z~O or 194l. There was recognition 
of the fact that-.such provisions ~~ould have to be made ; but all vre 
v~ere asked to do then in- the central production agency of this cot~qtry 
was to •legalize 'larceny, Nobods, kn@rs u, hat it would take to Iceeo a 
olant ~m-a ~state of repair, or to take care of your vrife's ~ashing 
machine, or.to.take care ~f the family car. 

The problem of ~,'hen to do something about e.ssential, civilian require- 
ments really didn't ~ar in sharp focus until late 1942 in the last 

~Z~2 we ~,er.e approaching the peak of national security ~ar, and by late ~o 
requirements. That indicates that in the early transitional.period ~re 
don't, have the impact on essential civilian requirements that ~re have 
~Then national security production approaches capacity. 

Second, from the standpoint of establishing prefere~ce ratings 
~rith a rubber stamp at the t~me orders are issued, the last time ~re took 
a p~uuitive attitude about using a or~ference rating and se.id, 'rDon't 
use it unless it is absolutely nocessarsj." At that t.~nue I ~:ras suoervisor 
of Inventory Control at the General Electric Com~ny. ~ventory Centre! 
also included order placement, and in those days !it also included the 
handling of priorities and allocations. %Ve often wished that somebody 
-~vould "bell us ~','hether the item ordercc~ ~vas more ~mportant than refrig- 
erators, vacuum cleaners9 and other things. There -~ras no i~ray of knovring 
~'~hether it should be given preference ~ ~;hoth~r it ~ras a national security 
requirement. 

~u order to establish a oreferred status for certain orders, ~'~e 
were required to find somebody to process a decrement called a PD-3 
certificate, iVe found that the officers in the £ield had not been 
briefed on handling such matters They vrere very loa~ to sign one of 
these certificates, for fear it might cause them some difficulty, 
because they had not been given orders to process these certificates. 
Finally the' Orders cm~e through. 

But -L~h~ stack of pacers that had to be handled to try to get national 
security orders given recognition ~ras a real burden. Vee no sooner got 
such orders recognized and a priority rating established them the Govern- 
ment changed:the ratfuag system. Then vrhat ~Tas done? They issued a P 
order system, under ~rhich ever~jthing v~hich was A-l-a vras shifted to 
AA-! and v~e started revising order boards. 

ITe ought to identify national defense requirements. We ought to 
!m~vwhat they are in terms of the control e!ements I described to you, 
as sho~m by the bills of material. 1~le ought to identify the requirements 
that are goizg to be g&ven" preference over the civilian requirements. 
And then we should have control mechanisms that will enable us to shut 
off Civilian production as, the militar~T ~pact gro~vs greater, so that 
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there will be enough facilities and enough material to nroduoe the things 

vre need to defend our count~Dr. .. 

V~.en we get to the point whe're we go to a completely measured central 
nroduction control system, where we "add up all the clo¢/~ ~ze have on the 
one hand" and "add up all the suits that we have to make on the other," 
so that we ~c~i!l have suits and cloth in balance and get uniform prod-action 
.~mstead of coats and vests and no pants. At that noint this very tough 
decision has to be made, what are we going to set aside to keep ~nerica 

in a state of repaJ~? 

lVe had to make that decision in the last war and it ~~asn 't in a 
book. We set aside 7 percent. With that we took care of all the saloons, 
all the hotels, all civilian plants, the old car, the busses, trolleys, 
and railroads--~Te kept America in a state of repair. 

The complaints that came to us about scarce materials being ~~sed 
to put a new rail in a bar dovm on the corner, and such things as that, 
were n~merous. There must have been one-tenth of one percent of o~r 
total supply of materials that you could properly measure that ~ent 
into things 7~e shouldn't have allowed materials to go into. But, gentle- 
men, ! maintain that a production control system that -~Till be effective 
over the ~Thoie of the country, one that ~'.,i!! keen us in a state of repair, 
one that will permit us to wage ~,~ar~ is not going to be so precise that 
we will get i00 percent exact distribution and control. There has to 
be a little latitude. There has to be a little give and ~ake. 

After all, one thousand plants in this eo~mtry consumed 80 nercont 
of the steel, copper, and aluminum. We worked on those thousand ~lants. 
We combed them and recombed them~ They 7;ere so big that when they sent 
out instructions to their peop!e~ their instructions were even more 
rigorous and pointed than the instructions we issued from i7}TashJ~ngton. 
Consequ@nt!y we needed only a small "nolice ~' force. ~Te had about 240 
people that went around and looked at the books, audited what was going 
on, picked a few fellows ~p "by the scruff of the nook" and made examn!os 

of them. 

You ,just can't use manoower to %he o~tent necessary to do a complete 
auditing $ob on everything. }Sou have to concentrate on the big ones. 
The same thing is true in getting bills of materials. Ln approaching 
requirements you concentrate on the big demands. You use your punches 
where they are going to be most telling in developing the plan that 

you devise. 

QUESTION: On a number of occasionsj I have heard the mu!tiple prior- 
ity system criticized and a recommendation made for a sing!c priority 
system. Up to the present time ! haven lt had a good, clear definition 
of ~hat a single priority system is and h~;~ it does sxray with the evils 
of the other system. Do you mind giving me an idea of the single ~rior- 
ity system and how it would ~!iminate these other bad feat~yes? 

IO 



I:~, SICCCE'. - I will try .to. Yro either ueed something for ~~ar or we 
dol~,t. We either need something for essential Civilian nroduction or 
we don't. ~,~j thinking is -that we should tag the ones we need and not 
tag the ones we donTt need. I'don't care ~,,hothcr you stamp it 'n~lar,~' ..... 
:'Priority," or "Priority No. 1," just so you identify it. But it is 
thol identification that sszgs that under 'the law of the land this 
pe~r%icular:order has to be accepted and produced before a civilian 

order is produced. 

All the priorities are intended to do, or can be expected to do, 
is. to: give preference to something over something else. Now, what enters 
into the use of a priority? How is it used? The production schedules 
for given manufacturing .operations are lined up, and you make out your 

priority erders. 

But there is another factor that must bc ta/~en into account there, 
and that is when the £tom is needed. If I may divert for just. a minute, 
we had one gentleman come into our office in 1943, about April, or I,~y~ 
The .man looked as if he was going, to have a nervous breakdo~m on the 
premises~ and he was j,ust one of those cases. He said, "You fellows 
are ruining me. I am a producer of aircraft wings. T have an 'E' 
fly~ng o~er my plant. I?have beaten every scheduJ.e that they have 
given me, and I have been commended for doing it. I am proud of the 
job I have, done. I have a ten-acre lot full of wings. No~. ~ you give 
me a production schedule'that cuts me to one-ha3f the rate that I have 
been going. Furthermore, you set back yot~ due date ~hen those items 
shall be completed. So T am goin~ to have to lay off, not one-half of 
my employees, but, based on the stock that I have stacked up, I am 
going to have to lay off tw.o-ti~-4~ds ' of m~r people .r, 

At t!~a~ time, if you remember, we didn,t have enough fuselages 
or tail assemblies to put on all the airplanes that ~:¢ere being produced, 
because there wasn't enough alumim~. We had lots of ~rings, but we had 
nothing to out Zhem on. There were no tails for them. It ~t-asn't doing 
us a bit o£-good to have a ten-acre lot full of:aircraft wings. ?'hat 
we needed ~,ras aluminum converted into airp&anes. So we had to mdjust 
that" fello~:, ~ back to g :schedule that wo%~!d fit the nroduction of ai.rp!anes. 
Sure, he had an A'!~%, but he was. using that A-l~.a as a means Of: proCure- 
ment;witho~t any/reference to "the need or the" timing. 

.; - . ] 

So.first we identify the items that we n~edo T~o next look at our 
productio~ schedules and we rate them aecording to the scheduled date 
when those th~gs must be orodueed ~ud dolievored. Those are the two 
controlling factors-~-~hen wo need th~ item and recognition of imoortance-- 

priority. 

Let us assume that the requirement is so groat that you can't put 
everything in your production schedule, Le.t us assume that~ recognizing 

ll 
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the military requirement, the NSRB or the Uar Production Board, or ~,~-hat- 
ever the civilis~ agency is, has issued an order slmttLng off the oreduc- 
tion of civilian items$ but the re~irement is "un e~[coss of the sunply; 
V~at good does it do to put a different degree o~ ~ rating on all thi{~gs, 
all vrith valid preferences, ~niess you ~-rant all of them? Why rate -them 
m~!ess you want them? One day you may go ahead and schedule an item and 
rate it A-l-a~ The next day the item that ~".~as A-l-b is rated we to 
A-!-a and it comes in ahead because it ~;-as received first:on the schedule 
and the other iter.~] is shoved back. D~en you do that ~...'ith, let us say, 
a hundred suppliers, you can see t~e confusion that is created and such 
confusion reduces pr$ductivity° 

Priorities of different importance were also applied to components. 
People who made components said, "If you will stop juggling'production 
schedules, stop switching orders around, stop changing signals, we 
will get 20 percent more output and components won't be critical.,, So 
we "froze" order boards to e!~,ninate the effect of different values o£ 
priorities and production was increased. 

Steel, '. copper, and al~min~m were first on the priority system in 
the last war; Vfnen we adopted Ci~ we took priorities off st@el, copper~ 
and aluminum, the three basic materials that were required by al! "hard 
goods" programs. =To put a CI~ s~bo! on orders for these materials 
and that was all that was needed to assize their delivery in the swecified 
period. There vras no difference established bet~.~reen the relative impor- 
tance of such orders. 

I believe that we need a program dewJ!oped that ta]:es into con- 
sideration the requirement~ of all competing agencies and competing 
urgencies~ then deternline the total nvmber of programs that can be made 
with the total supply of men, materia!s, and machines~ and then say, 
"This is the progrs~,u. These are ±m.oortant things. These are the things 
vre must do in t!iis period of time ." By identifying these programs by 
a rating or s~.~ubol vre vri!! eliminate all the leapfrogging that was 
brought about by different value priority ratings and was responsible 
for cutting off abo~it 20 percent of our productive efficiency. 

~'~re ought to definitely earmark our national sec~urity requirements 
so that we lauovr of their importance~ so that ~re immr that they are'in 
our schedules. In the early stags of conversion to VTar production, all 
we have to do is identify those orders that are to be given preference 
over regular civilian oroduction. ~en we get to a point where require- 
ments exceed supp!y~ we will cut programs back w i t h ~  s.upp!y. I think, 
gentlemen, that this will be a more intelligent approach than the one 
we attempted the last time. ! am sure it ~~il! increase our production 
efficiency. 
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QI~STION.: If your plan is accomplished, it ~-;ou!d mean that a full- 
scale control, of production ~nqder the Controlled ~,..(aterials Plan 7;ould 
be in effc~ct 7;hile you are converting industry to ~'.~ar production. 
~,Vouldn 't it foll~7 as a natural conscouence that you ~,.'ould get thc C},~ 
full-scale control into effect und-~r your intor~ siugie priority system 
before your "demand could possibly exceed the capacity of industry? That 
is, ~;rouldn't you catch-the thing before ~zou reached this point ~here ~;~ou 
~;rould b~ve more priority orders than you had capacity to produce? 

!'~. SKUCE: I think:~~ithout question that if v~e have another national 
emergency in our time, thcrc is every probability that one year of floun- 
dering may bo eliminated by the plan ! suggest. I think that we have 
learned the hard ~;zay that some things need not be done the -~'zay ~';e did 
them the last time. 

But, no matter h~r carefully prepared ~,re arc with necessary aontrol 
mechanisms, 7ze are not going to overcome the time that it will take to 
convert our plant facilities over to a full ~'~ar program. That is going 
to take a minimum of six months, and in some industries lon~er. During 
that period of time, the impact of military programs is going to gro~ 
gradually, because the ~'~heels of production facilities won't be turning 
fast enough to require the ~ouut Of materials that ultimately ~,~ill be 
required. It ~ill al~ays be ~. gradu~.l transition. 

But I do bciieve th'~t ~;~ith proper preparations made no~;~, man?/ bills 
of matcria!s can be developed -~hich will enable us to measure any pos- 
sible Joint Chief of Staff program just by working from logistics of 
it, and coming up'with the number of each one of these indi~idua! war 
implements needed, multip~fing "them out on tabulating equipment, and 
developing the full ~rar facilities impact. I believe that at any place 
d~ing this program we "~ill be able to measure the impact of your re- 
quirements on the national economy, based on the objective and based 
on the money that has been~ appropriated. 

I do ~ think that just the sheer mechanics of the ~ritch-over from 
c~vi!ian production to war oroduction is going to take a considerable 
period of time. ! l~ov~ that }fro. Frank bh].e!d~, from'the NSRB~ (who 
is in this meeting) is very converss~nt with the need, t;ith industry's 
help, for measuring that transitipn t~le for ever~ basic industry in 
tills conntry. I hope, ~nder the n~7 and invigorating leadership that 
has now been prov ided f o r  "NSRB, "and v~rith ~.~r. o h l e l ~ o t  able d i r e c t i o n  
of his ~m Office of Production, . there v;i!l be a lot more objective 
work done along those lines to find what that cycle of time is; to 

• I q earmark the people ~-;ho '~o7, ~ such..things and can neap develon v,h.at that 
preparation cycle ~7ii! be, industry by industry; and to have on tap 
those people who are going to be helpful in the early days of a 1Tar 

. . . .  ~nc~. taintme Production program in e!.~uinat~ng tl~e floundering and ~ ~ " ° 

~vh.ich took place the last time, because they ~.~il! be accustomed to 
"playing vrith the team".and can "got o~at their suits" and be "ready to 
play" on short notice. 
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QUESTIO~[: On the subject of bills of .material, I !.n~OT~" you said the 
80 percent fi6~ure that you gave is not exact. You said that t~To or three 
h~ndred items could consume .80 percent of our resources. HoT~ much faith 
do you have it, that estimate? Do you really think it is about 78 tO f~2, 
or do 7;on think it might be 55 to 95; and T~hy do [~ou think sO? 

~'~. SICJCE: I don't ku~oT~ Trhether ~-ou have ev~r seen it, but the 
Controller of the ]Tar Production Board, ~r~ David Novick, .ism~ed in !9~., 
~Then ~-e were at the peak of o~r production, a breakdova~ showing the 
&mom~t of material that was go.-Lug into every program. He sho~red 28 
military categories. Those categories Trerc then segregated into major 
product classifications~ ! think you will find that botvreen ~ro and 
three hundred items covered byhis report detail accomntod for 80 ~erc<mt 
of the total recorded amomut of material ~hat T.-as al!6cated to the 
military estab!isD~6ent. To that has to be added ~ percentage of the 
materials that Trent into "so-ca!led" class B oroducts, T;h~;:@h in t,~rn 
were incorporated ifl the milita~Dr end items. That is ~rhy I so7 it is 
"about'80 percent," because it is hard to interpret scro~S~ mute, bolts, 
rivetS, and what not into.terms of end items. But it is uossib!e to get 
a basic measure. ~ ~.Te are 90 percent right on 80 oorce~t of the total, 
we are a lot better off t~',a~ bcln~ a =,m(:.!l~ percentage ri~ht on all 
of them, like ~m experienced in the last T~s.r. 

QUESTIO}~: Are TrO in o'~a " thinking about the next Trar replacing 
alumin~m~ T.~ith other materials for aircraft production sJnd so forth? 

l~. $~JCE: Yes; and I think that makes it.oil th<: nero Lmportant 
that we get those bills dovcioped now, .so ~Te-can {or co~torp,~.rts o.f. theso 
Lndividual items in each class. For example, Tz~ have an men,tuition ~c!ass~ 
T~ith a whole series of typos of m~munition. Z o_m sure that -the a~o~mt 
ofmaterials that ~Tas consigned N]/ eacL +,~:~c ]of a:~m~mi'i:;ion is !¢movm today. 
So~ instead of figuring our requirements on the. ~mrticular typos and 
dcsi,gns of a~:~mnition that Trcrc use6 in the last Trar, ~rc ~To!~3_d take the 
types that ~ro knott Ordnance Ttou!d spccS_fy today. ].)fe could ¢].~ t!ie same 
thing Trith field ~iecos. i sm s~e that ~m do have many ne~T dcsi~ms in. 
field pieces. ];re ought to get "~.hul roquirombnts .on such ib~ms #.~stead of 
the ones that Tre used in %he :].e~st r#ar. l~e ought to take th.c compsrab_]2 
units that go to makO ~4~ a..givc.Ti"group in the Air Force., for example, 
and detezvnine what are. the ty.pos of equi~ont required., abel.then from 
those types develop bills o~.~ i~ateris, ls, ~Tnen we are t,~i~<ing, a'oou~, future 
operations and decide that X number of units are going.to to. qmp!oyed 
in a particular area, v~e can multip];Tr the nmnber of imdividSac.! -items of 
cquipment that ~',re n~odod for a ?~&ven complement as developed h~I logistics. 

So there vre have %. good basis in. fs.ct, a good basis in jud,~ncnt, 
for approaching the problem that T re arc ta]/d.ng e~bout. I think the 
time to get busy on the job is now. I thin~:, it can be deno 5~r the 
pcoplc that Tre arc procuring cq[~mcnt from, the people ~.'ho are mc, k~g 
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prototype items for the ~ilitary. ~ e  can ]procure from them as part of 
the terms of l~urchase, an agreement, a requirement, that they submit 
bills of materials on the prototype model. Then from the bills of 

~, ~- or 7~hat- • materials on that prototype moael, we can develop .IB~I ca~flo, 
ever system is best to'use, and from them can tabulate, based on any 
multiolier later given, the impact cf such military items on our 
national supply of materials 

C ,~,~[~TD~= • Skuce, behalf of the Con~landant and the 0 ..... '~ . . . .  .,,~ P ~ - L L .  !,~'. o n  

entire Industrial Co].lege, I thanh you for a most informative ta]/< this 
morning, 

(5 July 1950--650)S 
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