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The Controlled Materials Plan

HIS year the month of May is notabl for care
caIcuIated reparatros b stry_a

o ernment or t e rnau uratro

t\?faterral Plan. The R/I eue to qo into

effect J y 1 to govern the drstrr utron of steél, cop-

Per an ugnurnum for a considerable range of de-

ens and Industrial uses. _
T e Plan In its, res? stage. s “open ended w
e avgrl besuBg les oft

Tl B B b o e
t at rs s res t e met S estrned for manu ac
re o es an many other capsumer dur-
subject to less detailed types of

rstrr utron contro

As IS well \rf & e Plan | 'f comprehensive. It is
ta en qver directly from World War 11 experience
fre it had evo ved after much experiment wjth
earlier Flevrces ﬁs the' mo%t effective rnstrurnent for
accomplishing allocation 0 stratedrc materra]s In an
emer ncy prodram As an Instrument, theref ore
lan “has areadg demonstrated Its otentra ef-
fectrveness The price paid s a great deal of paper

The CMP is called into berng at this trmegartly
in response to a genuine demand for It on th P

of pumeroys and important segments of American
business affected by the defense program. Under-
lying the demand s an increasing restlessness with

(1) Even the aﬂ&roxrmate Proportron of the totaI metals supBIy fo
be covered by CMP has not vet been released at press time. Public
discussion. in” terms of a 405 6 _coverage has never been confirmed
by mapilization authorities. In fact, some statements by NPA offi-
cials give grounds for belrevrng that' the proportion covéred is Irker

Drgrtrzeecp g ngg%F?

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

of the ControIIed

the results of the present single-band system of prior-
Ities, as referredpcarms fo? metals I¥t the forpm of
DO” orders have multiplied.

The Controlled Materrals Plan in es-
%uantrtatrve [loca-
uction. scheduling.

General A
Character §
of the Plan tron?rnied Wlt?thp
By con raat wrt] the priorities syster,
which in Part I Superse T e CMP views a pre
ferred claims fo aterr S simultaneously, and h
ht of supg res w ich are expected t.he fort
% JS esrgn to assure the fulfillment of
de nr pro dctron Rans h meanf of assurrn? the
qvaila rr % the hecessary meta oger
time and t r Spot. “cashier’s
aarnsta nowns metals replaces the * hunt
Ing-license™ type o rorry

A double-spread color diagram of the Con-
trolled Materials Plan is shown on pages 6-7.

The CMP, however, is not the only type of quan-
titative or_scheduled ' allocation which ' Is

0ssible
under srmrlar circumstances. In fact, durrn% 1943
MP was constructed on the basis of previus

W Hence with the Productign Reourrernents PIan
which was also a comprehensive allocation Ian of

the uantitatjve type hat distinquishes
qrs marn|y th vertrca chain 0 ?rocatron whrcrh

rs the haIImarko . The vertical feature IS one
whereby over-all allotments of the metals are sub-
divided” and passed along a chain from authorized

(CONTINUED ON PAGE S
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Physical Volume of Department Store Trade

rpHE new records etablf(shed in department store The accompany % cha]rts P rtray estrmates of
ga e sl cet e out reak of the Korean war can- h src | volume of t de alongside of” dollar vqlume.
not be ex arne solely In terms o Prrce ap precra c]arts agp(y to de artment store trade *n the
tion. Th ep ysical vo ume of sales no wrthstandrng Fourt District only, and represent avera es o haf
succession of ups and downs, also appears to have  year performance since the beginnin o
reac ed unprecedented Tevels during the past nine Wl aé the first quart gr of this year eyear i
months. Is used as base period: that i, each half-year entry
The accumulation of rnventorr %n (Ph sr%al IS expresse asa percentage of the ag ra19 perform-
terms) . Irkewrfe has peen substantra And over t ance for 1947 Adjustment is made for “seasonal
same " interval, certain contrastrn frends appeared varra}tron ou% out
from time to time, with resgc {0 men’s” wear, %rok ack |Jt ? in each f the iharts rep-
women’s wear and the hard-goods lings, resent the cours olfar Sf] es (or_stocks, as t
These are_the ma\n concl sions re%ched after ex e cﬁse may be F red lings Indjcate esiwmate
amdnatron of the re atron of price chan efs sales P srca V0| me T e latter is derived from the dol:
an mventorres thus [yredrn(r; estrmates of changes sales ¥ means, of CONECUOH for the estimated
np hysicalvolume, |t requies more than a super-  Influence 0 rrcec anﬁes )

rcra exawrnatri)n to brrn out the salient facts on The f arts at e toﬁp of the E e appl

cernin eP sical vol Hn?r A br|ef e){(ﬁ) anation of spectrvey to sales by all de ﬁrtments aKen tog thg
natyre origin of tne problem may be in or er and to averaﬂe ¢ mon% Inventories of L h
at the start. ¢ other four ¢ arts show sales in broa

artments
H artmenta grouprngs Women’s wear mens an
gs wear fu nrtur? and beading; household appli-

i ho
The Question of Degpartment store sales custom-
arrgr es, radios and television.

Physical Volume use a5 one rnt rcatoL of
eneral business conditions, have
received more Cp tilr attention than y uaﬂ Qg e sales by An n éhe first chart the WF” -known rrse
East ear espe ayrn connection. with the wavsof Departments |n armentsor ar sales li)r
onsumer  “scare- uyrn For instance, the con- g ﬁﬂii be sgen
e gutyrn[% wave of December and January Was [)O”OWI Ht(i broken blac eand tlnd the s
ollowe is }/ears pre- E? Fer 3|a(;k? S, Wlh (ih In eac gar rnterva Ad(!ustment rice
turn wa ne of th ﬁ”n&f atgrso Lh 8 9 y/relds he red ine, VY hIs ﬁhe estimateq
enef usmess widely discussed during Marc P_ys cal ume of sales, as related hot eal 19?
rr]Jredss time” there were some signs  of |m Qr most of the 1947 48 period { € cor ecll

provement epartment store sales.) g;cec ad]o arnv ves a, deductron rom (or e atron

At the ver erjods that store sales were particy- rsaes osition

ﬁryrn ﬁqh Shanﬂrca S were encoun%red n b{ gl q ever rdollar 53'13 as h0 n b
tfe hrna1lgrn? | accurate rnter retatrﬁns ecause eeclrngg b'the |eS§° Harp sical v?éurme ratse
AL aS SL?rthhtarres lar report§ Y e SOMES. & reason that prices fhen’ \ere etallrn Pﬁe et

the Feder Ve Sys-
tem run i dollar termsy which are unsta%le ingi- e black line.Is above the re eve i} 1049 im
cators of p mysm changes durrn% eriods Of raprd means that prices did not dec?rne all the Way t0 Htg
0

rice move xample, how much of the 1947 average level)
B i e pogia G e ol o
In order to A1l over-emehasis on the dollar data nder the Dlack hecayse prices are still higher than

in 1947, but he “deduction” for price is about the

FLALONS O QUeses 25 10 prysical volume of (rage.
gometrme? 3 flick cSimath Qi SHots s ek (W r rlrrc]eslcﬁnt”t]t?a thPath,tQSrgr Y}’ﬁ‘grjgﬁe el

more useful than none at all. In other cases, how- D h 1950 K h
ever, the quesses as to_physical volume of store sales uring {ne secon post: ore the
have rovge% 0 be wi %Ia)(%)l the mark. It is for the ?y']teuaﬁ%%? ﬁhagges Prrces are cIrmbngs arply. (Thus,

tween the black ang™the red lines_ s
Purp%ueesotron”ngtm?eaval e Information tO bear o0 yncreasiig ) Bollar v ieume of ‘sales rises markedly

ast with respect to department
store trade in the Eourth Feder%l Res%rve Drstrr but physical vo?ume a?so rises. This is true for the

t at a St e}iohas been undertaken with the rESU?tS t(he ) For more_details on the computation underl rntgtthese charts see

described supplementary “Note on Method” at the en his article.
Digitized for FRASER
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DOLLAR VOLUME AND ESTIMATED PHYSICAL VOLUME
Fourth District Department Store Trade
Half-Year Totals, Seasonally Adjusted

_ SALES

200r n200

ALL DEPARTMENTS

4T MAF - 2MD- 2 Istq. 2"ft 3R0- 4T

r“ the second haIf of Iast a the h 5|cal voI-
ol* {% arfment store sales exceeydee({ g%ygoH%am

earsflrst ua ter tota
?urah out the sam relative | ve while do ar sales rose

women’s wear have faile

e in high
g B ser Y (el Y

1947.100
-eee---1200

FURNITURE AND BEDDIN G

DOLLAR

VOLjME

1
f T Ist0.2nd. 3rd 4t

. in spite of sharp contrasts between physical vqume
and doliar volume, Sales of furniture and beddlnﬁ have
risen on both counts to record heights since the low

picsecondshatfefA94
http://fraser.stlouisfed. org/
Federal Reserve Bank of St. Louis

INVENTORIES

. the ph?/smal volume of inventories reached successive
new highs last year and early this year; the rise in dollar
terms was even’ sharper.

2nd. istq 2nd 310 4th-
1950 19 51

ﬁ]heystlca volume o¥ ﬁes 0f men’s and boy sWﬁ ar dur

i ek e s e o

sales
ere at néw highs

1947=100 f9 4 7=100

PH
HOUSEHOLD APPLIANCES, vo
RADIOS AND TELEVISION

151-MALF 2nd- 2n0-3*& 4™-
19 4 7 1 949 1960 19 51

aales of n usehold a pI| nqes radios and telewsma
HOﬂ spectacular ﬁaln pﬁ)/SICfl volume a
ollar volume dun e sec ndI h last

ast ar er showed (? gcling In physma vo1ume
ut a urther rise Iin dolla VO ume.
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second half of the year as a period, in sPne of the
fﬁ t that July sales were phenomenal %h due to
e first impdct of the Korean war, while ovem er
sales were abnormally low be%ause of the blizzar
During  the frrst uarter of this year the spread
hetween “dollar vou eand hr{srca volume widens
zﬁ prroes rise further. Xsrc volume remains. at
eveg%r position averaged during the preceding
Atythrs oomé it Is possrble to correct at least Awo
t%pe misunderstanding which were common dur
% early 1951, First, the reIatrve slackness of the
ﬁ]r East%r season was so widel emPhasrzd that
an servers falled to re]c% gnize that the first
éa ter total resuﬁ were high because of the extra
rdinar ?aes at the start of't uarter Secon
was widely unde}rstood that doII I sales shou)
discounted” for the factor of price increase, ut
man mstances the assumﬁtrons about the srﬁe of th
corréction tactor were unfounded; the dollar sales
rarsoslurrrneed was not quite so “illusory” as sometimes
umed.

Inventories e tOp A ht-hand chart deplCtS the
course of rtmen store Inventories,
expressed both n terms 0 t? ysical-volyme estimates
Hd dollar totals. As in the “case t] Rrecedr
art, whrch has been described In detail, the mve
tor hart shows the. substantial aIIowance whic
st e ma e for price mcrea es urrn% 947 an
d again |n the latter as we
as early '51.7In the mtervenrng Eerro af ecte by
the recgssion o[) 1949, the all oy)v e for rrlc) chan 8
I(aa ea ure %the mﬁ 9'” etween the ri
nesj1 8 es smalle Rrrces were alll
. The ¢ |e |ffer%n % betwe the all-dep art ent
rnventor ta]n the e artment sales chart

65 I emv r Was sharper
than the sales rrse In d oﬂ]ar n hysrca ternﬁ)se)
durrn? the latter af of 19 0 and ear
Inventory accumulation at t at fime reaI '
wag not'a mere mﬁtter of valuation.

Some caution, . however, should be emponed in

appraising the Significance of the reIatrver sharp
spurt In Inventoriés In recent periods. 1t should be
caIIed that measurement is here. made in the form
of accumulated change since 1947. It is a fact that
the Inventory-sales ratio in 1947 was appreciaply
below the traditional ratro of Brewar times, Whether
the inventory rise In late 1950 and early. 51 carried
the ratio mach_above a true “normal” |n any real-
Istic sense i difficult to ﬂetermrne In the absénce of
agreed-upon porms for t gostwar Rerro In any
event, a conclusion on such a question is beyond the
scope of the present article.

912 ) 1t may be added the first quarter phy |c voly me was, well above
that of thé final quarter of 1950, but beI that of the third quarter

of 1950, seasonally adjusted.
Digitized for FRA

http://fraser. stloursfed org/
Federal Reserve Bank of St. Louis

Contrasting Trends

Sales of The first of the four charts show-
Women's Wear INg trade by gart enwgroulos

ego(}res to saes X i

wear ra;roug Included are the a ﬁar | lines suc
coats nd Suits, dresses, etc as well as the accessorres
de artments such as millinery, gloves, shoes, etc. For
In ggartment ?tores thése Irﬂes constitute the
argest departmenta grouprng In the store.

e%atlseshg\arensbgg/nthe WOmeN’s W}ar egrOPpm?afn degta]

falle]r than
Ines urmg much of the perjod under review,
act the peak which sreached Id] the second af
of 1948 has not since heen regame elther |n respect
to dollar volume or lg)hysrca volyme.  (This state
ment, of course, is to etaken In the conte}xt of ha
Xaﬁr avera%es ‘or quarterly average in the case of

It will be noted fr?m the charts that women s wear
is oneﬁ verz ew departme rou
serres W etr thysr al vol u e 0 a % rrng the f
uarter of this year was wert an t er
the second half”of last Cyaﬁr The. weﬁ ness

Easter season was especially felt in- this group of

departments.

Sales of e]Ies of men’s an bo S’ weay were

Men's Wear [relatively stronger t womenswear
durrng e ear arto this year, as

spown in the next ¢ ar Frr tiarte erformance

owed a defmrte Fq 8 sica vo]u e over

revrous erro rt erm the

sical voH e
saeso dt men’s wear groy ?recovereda
the groun ost y the ‘recession 0 %49 although
little |f any new ground has been reached.

A comparison of the cnart for men’s wear wth
hat for women'’s weﬁr reflects some rnterestrn
erences as regards the impact of fthe two K rean
U rng waves.” In the, case of the first wave, as of
mmer certain items of women wear, %se

cra ly nylon stockmgs were leaders in the scare
q nscothm shared in the summer spurt, but
no sos ectac (ula y. The srtuatron was reversed dur-

J esecon thu |n wa]\\//lew Ich rﬁached its climax
rn nuary of this year. Men’s clothing was an ou
standing %a er, Igng with the #amrpgr har ? ds
which ? d the forward b buying. No doubf the
en’s clothing spurt at that th ew S assocrated wrtt]
the promrnence grven to ‘ou Ished stories of woo
shortages and rising . wool prices. |t appears that
some men were thin md] of surts and ove coats a a
Rartra hedqe agarnst | fIatron such developments
elp to explain why the chart shﬁws a first-quarter
advance for sales ‘of men’s clothing, in terms of
physical volume.

(CONTINUED ON PAGE 10)
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CONTROLLED MATERIALS PLAN
(CONTINUED FROM PAGE 1)

claimant a encies ch as he armed services) fo
Brrme cont act S, romt e latter in turnt ﬁ
ontractors The a otments_pass alon pat s whic
previously have heen traced by the building up of
estimates” of requirements.
While vertical aIIocatron 5 the prrncrga distin-
%urshrng feature of CMP. it. does not follow that
exe usrvely vertical, either in its World Wa

r
\S/tersr nthoart |t the resent one Iﬁ Ascaeagﬁ hoasunoegt
r

rfvanta es O?t Fexr%rht\/ 8f8ecentra zatrongh?

man ade-to-order es of operations such as
tosg found in tpe buryﬁ) gpanL or a war-
ship (‘ But In the case 0 stan ardized pieces of
‘ndus fial erﬂurgprg t%rvrch are manutactured in
arge quantities both for defense and civilian pur-
Poses and where the number of customers Is Ieoron

t 15 clear that the mdustrral cu]stomers are_hard
a_position to be a link In the chain of Issuance

of aIIotment
Hence rndu&trr | equrgment roducers anﬂ
an

for maker of standard] onent par
for the mr?rtar and crvrfran ran ?try theJ Hotrhents
for metals ev n under _the are made exclu-

sivel %rn ustrX drvrsrons of %he National Pro-
ducton Aut ority. Allotments of the latter type are
whether the produ er |s a

h%ﬁﬁfa'& trheer %% ae f\rl\rlrér1 hed product or a part;

are, there¥ore called *horizo p ? aIIocatroFr)ts (The
P which preceded CM durrng the war was

entirely horizontal.)

g distinction between “A” '\hrrodu%ts

pro uthtS under the IC rst x
ern lon one between verti ocatio
and horrzontaI iocatron as Just out?rner? aIlhus an

A and B
Products

8ro uct 1 erne as_one for which the metals are
ﬁl vertrcag that i, aprrme contractor eceives
IS a otmené om one of the au horrﬁ (iarmant

Is allotment

a{gencr%S and d SUbCOﬂtf&CtOf TECEIVES
om IS customer roducts, on the other

and, are tose which dare deﬁrgnate on a CMP
ISt 0 pro ucts and which " are bl}/ defrnrtron
aIIotted horrzonta ly. That 1s, the producer of a B
Product receives his metals aIIotment directly from
he NPA ingustry division which has jurisdiction
over the Broduct in guestron this hoIds true whether
the manufacturer r a rrme contract or a sub-
contractor, or neither. fact, the su contractrn%
ststem Is not widely emponed in the production 0
0e ”a%%om anying charts make clearer the dif-
ference betwegn X agnd B products. T he distinction

(2) DurrnF late 1942 when the first CMP_was in gestation, one school
of “thought within the War Production Board advocated a complete
system of vertical aIIocatron

Digitized for FRASER
http://fraser.stlouisfed.org/
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is of central rmﬁortance and serves to correct
taken assumritro s that certarn gro ucts are classi red
as “A” simply because the ar more essentra than

B products. In ornt offa] ro ucts and ﬁ
r| ty status withi the

ucs 8 suc equa
? eration of e Pan this éts rue In sprt%
ct that as a rue the A products tend to be o

direct mrIrtar character.

ruclal de isions ar fo_be made, however as
to how extensive the ist of B nproducts IS t0 he, a?
drstrnr?urshed from _products not Included ﬁt al
with The wartime CMP at its oht
had many t ousands of commodities on the B Tist
which were, theretore, allocated horizontally. While
it would be difficult fo estimate the reIatrve sizes of
the sectors of m%ustry covered by the Aang B are
It 1s clear that the B area w i ver%/ lar e urr
war. Likewise, the B area w ar from ne r
Bnder the present Plan.in spite of the fact tha has
een cut down appreciably by the “open end.”

Requirements A _brief revrew now follows of the
and Supplies P rlcr al steps v%ve% In_the ac-
Peratr n o the E
At an early stage in the [pre aratory work for an ey
Iven caIendar quarter, estimates of ‘prospective r
urremgnts org up t e line |n a vertical chain, and
| a sideways directjon on_the horizont patn Zthe
tter In the case of t e B Ero ucts. (See the first
the accompanying charts.) Expressed. in other
terms for A prodycts the subcontractors mform therr
TIES about therr needs for steel . copper ar(]
hnum In order to meet the Pro lected pro uctron
schedules; the prime contractors pass the estimates
to the armed forces or other cl |mant agencres e%c
At the same time, In the case of the Blp oducts, t
various manufacturers are sending their” estimates of
resurrements Irectly to the appropriate industry

rs ons of

arrﬁant ar[;encres trncludrn NPA mdustr[y
Frvrsrons then pu tor%ethe the su uirements
or their various programs and suh mrt t m {0 th

Reir(urreme s C(i ngrlrttee which 1S charged wrth
aa 3 inal balance of requirements agamst aval

I€s.
SrmLF Paneousl with the flow of estimates of re-
uirements, the sources . of metals supplies (e.g., the
steel, copper and aluminum mills, as wel] as” ware-
houses) 'are deIrverrnq estimates of supohes which
they can make available during the quarter in ques-
tron Such estimates are delivered directly to” the
A which forwards the net results to the Require-
ments Committee for balancing against requirements,
é ). No doubt in the coming experience with CMP, as was the case
urrng| the war, administrative problems will lead to the designation
of a limited number of mixed types of products which, cannot be
consistently classified as either A or"B. Thus, at varigus times durin
the war we had “Class A civilian-type end products” and_ “mixed

and B products” etc. Situations of ths type add to the difficulties of
public ‘understanding, but the problems “are not Insuperable.



GENERAL FRAMEWORK of CONTROLLED MATERIALS PLAN

CHART I Flow of 7i™ 7 RIMEN' 3 estimates red and SUPPLIES estimates (black)

DEFENSE PRODUCTION ADMINISTRATION
(Incl. NPA)

T

Hpe*tooed \V B’ PRODUCTS

(Defense Supporting)

ARMY. NAVY. AIR FORCE INDUSTRY "HORIZONTAL ALLOCATION”
DIVISIONS ff—
ATOMIC ENERGY COM.,, ETC. A

"A" PRODUCTS

(Direct Military) "VERTICAHLLOCATI<
STEEL, COPPER
and ALUMINUM
MILLS AND WAREHOUSES

PRIME CONTRACTOR LEVEL

\S A

{7

SUB-CONTRACTOR LEVEL - \
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CHART 2: Flow of ALLC : mrN S (red and PRODUCTS (black)

DEFENSE PRODUCTION ADMINISTRATION
(Incl. NPA)

tH
CMP REQUIREMENTS COMMITTEE

()ZIcU ntU t

Hethed B”PRODUCTS

(Defense Supporting)

ARMY, NAVY, AIR FORCE INDUSTRY HORIZONTAL ALLOCATION
ATOMIC ENERGY COM., ETC. D|V|NSP|AONS
rli—

Jte  "A"PRODUCTS

(Direct Military)

NON-DEFENSE

"B” PRODUCTS
STEEL, COPPER
NON-DEFENSE
and ALUMINUM
MILLS AND WAREHOUSES USES

SUB-CONTRACTOR LEVEL-

(Mnnthly Business Review, May 1, 1951, Federal Reserve Bank of Cleveland)
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Balancing and | Ne Reﬂurrements Com ittee  of
Adjustment the Defense Pro uctro rnrstra
tion s the fulcrym o alance.
On, the Committee sit representatrves of the various
claimant agencies, rnclnd the armed for%es and
pe Industr drvrsrons of the NPA serving chifly in
their capac tr as claimants,
In rts reIa lon.to the Requirements Gommittee the
ays a triple role@ First, 1t 15 itself a clajm-
ant a en y IS0 ar as It riuests a_given proportion
of the” total sutpdpg of metals for allgtmenf to the B
Rro ucers.  Secon the metals. b{anc es of the NP
ave been the collectors of information on forth-
comrng suprt)hes of ihe metals. Hence, the act 8
expert end of nestrons Thir

€ Su
E% %Up d EP& Imin ance of thf req tre
{Pseefltfls or the var OUS .C agencles inclu |ng

as one) In the i to%t expected” supplies,
and presents)such a preﬁmrnary r?raftpto the Re%)urre-

ments Committee.

The Requirements, Comgtrttee in turn makes cuté
o revrsron? where it IS gee e ggropnfxte an
makes final decisions w rch W assure
an equitable and riractrcab e divisio of the tota “ple”
of metals in the Tight of defense and civilian needs.

Allotments Once the allotments for broad pro
and Products gra sha been determ&ned at th]
_ eve are passe downt
line (i %n the cage ofArP)]roduc]tsly ri ssways (i
case f B products) throu xac\x e sa ecan
nels p revr%usl foIIowedb the flow of rermrrementa
?]trm tes, but’in the re er] drrectrri (See the secon
art.) In the case 0 evertrca p?cess for the A
Pro uts the drstrngursprng ature of the rﬂoeratron
rsg ftron r the sub Ivision of a(otmerhts
w Ich is e ate aong the respectrve inks
chain. ot only makes for a flexipility whrch
COMeS wrth decentarzed o[peratrons ut rt also
carrres the possibil rty I grea r exactnesi In the fit-
trn of supplies to nees and hence an all-important
saving In the use of materials.

AII that has been discussed abgve in terms of re-
quirements, supply estimates, and allotments occurs
at stages prior t0 the actual placing of industrial
orders,” the flow of metals, and the manufacture of
Products made from the metals. After the comPI
jon of the paper-work staqes for an arven quarter-
year of the CMP, the actual orders Tor metals n
accor ance with the frnal aIIotments are pIace with
the stee coR]per and aluminum IEants The result
In ow of etals 15 indicated on the second chart,

flw of products made from the allocated

2 As an agency .the National Production Authority continues to

cafry on man actrvrtres outside the scope of CMP These include
amon others;” rules for the conservation of strategic_magerials other
than the three CMP metals, Inventory controls, specific directives for
the channeling of production toward defense goals.

Digitized for FRASER
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eta!)s IS aI&o shown oTn chart No. é Here it should
e observeq that the flow of B products runs In two
different drre?trons In the one case, B products In
the form of finished items or parts are delivered to
t e armed forces or other defense claimants, or their
P liers.  (Whenever prod cer? of A products re-

e component parts. in the form of B products,
t e metals aIIotments involved, in the B hs have
previously been “charged™ against the over-a Iot
SRR 5 e
ctsyare delivered In thg for ?nrshed rodugts t
crvrhan consumers, Qr in e orm of rs an
equipment { rndustrres ro ucing for civy an con-
sumption.  This doubl w of B roducts hrghlrg ts
the essentra, nature of the B ist, ro ucts
Bature civilian- ty ? ucts whic appen aso t
e Important to t efense program.

The Open End A driscrrptron of the wartime CMP
ould be ¢ Ie\t/gogn% Sttr(r)g taot aplg polnt oths?ractme
wou u
metan wou(iH] pbe accounted #or r c%r (n] ﬁ?
uses, In the case of the present or opene Pan a
further modrfrcatron s required. A sragnr rca
don of the tota me% Br'X Is laid aside from t
etailed operation of the Plan. In a sense it |st
“remainder”, but the size_of this left-over part is
determrned in the course of the halancing operations
the Regurremenis Committee In the light of over-
aII mobili ﬁron 0lICies.
The detal ét istribution of the oRen enE share of
metas IS made In accordance with market forces
operat rn% under the broad limitations or restrictions

n“tarn,e rn non- CMP Instruments of the NPA, such
as orders, ase\rr]veen das under price controls. Thﬁ

el t of the sector to the CMP
rrs rdndprcated in th)e lower rrgﬁthanr& comer 0? art

implications  The inclusion of the open-end fea-
of Open End tUre in the present rilan IS, Of course,
a reflection”of the rmrJed character
of the present mobilization as contrasted with all-out
war.  The mobilization authorities In the present
erjod have shown an understandable refuctance to
ake decisions about relative preference In the pro-
duction of strictly civilian commodities. At base this
reJuctance is assqciated with a sincere effort to main-
tain the foundations of our enterprise system.
There is a technical angle, however, vihich supple-
ments the policy consideration., Even It the emer-
encP/ nro uctron controllers wished to do s, they
would Ting It extreme [y difficult to make choices for
purely civilian products In a situation short of full-
scale‘war. For example, should. automobiles be pre-
ferr?d to vacuym clﬁaners This 1s a %ueétron ordi-
narily answered by the state of consumer demand in
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the m%rket place. What criterion shoulo be sutistr a CMP at aLI Is t0 have an effective aIlocatro(n aglpa
tuted g controllers? There are no clear civilian ~ ratus in Wor mg order in case rnternatrona eV
oals” un Iolrstjtre declo]noHtrc system comparable t0 ment\s should f rce t e country |nto full-scale weﬁ

e ones esta detense sector where a L 3tt)er event en end P qem wouq
eso ve urc s ift o complete allocation 0

t
%]ven tank program |mE|es certain requrrements for
otors and’ steel. f the %oas the DPA or  metals, but othe more Serious pro Iems would take

NPA “authorities would soon run into operational its place.
snarls.

The decrsron |n favor of the open end prrncrple CMP in the The importance of the CMP t
was madfe In te ace of numerous %ma\ Sy plo-  Fourth District mdustr%/ In the Fourth F?dera(i
UC rs 0 [r%ure% civilian |tems thﬁtt atter e In- Reserve District can scarcely be
luded ithin, he framework_ of the CMP, with the  overemphasized. In the first place, the major cop-

hope that a better ﬂ

ngHU“” of obtarnrng met]als centration of the nation’s primary steel mdustry IS 1N

would _result. Emphasizing the protective rather  Pitishurgh, Cleveland and the Mahoning Valley.
t]han Ehe restrictive feature of CM such pro ucers the thre % metals, steel s commonqy re§ar od %35 Yhe
ave eﬁ{‘aﬁ“X'POaUrSt tgfSth%rerellnuét]aengeortﬁ‘ctn%nrggt?rrl?zea “controlling” metal of the Controlled M terran otan
tion 4 i oies I grant sich, plees s oeen ex In tespect [0, Ihe. A products there aré the_tan
s e o el X
designe to .alleviate the metal-pr currng robe [‘ [‘ Qh fien hoen ref Xd
R B prodiicers, INsofar g5 P len Clevelan 5 obten een, referred fo as an outstan
af orHs A ﬁosr thatk on the 'share of the metals  Ind,center of subcontracting
taken b the efenge sector t?rus reeing larger ton As. regiards BProducts business in the Fourth Dis-
Tage o crvr |an st than ' would othe?wrse be the ”lCt s 4 %vrtal oncemed. The machiner nadus
important point. an tries, which are perhaps at the core of the B products
carefu?l Wer |n N gengra apprarsaq PR lst, are eavr Jepresen fd in_Cleveland, Cincin-
partial or o en en ry nati an Pittsh as well as In man smallﬁr cen-
No doubP the ressure for the extensron of the  fers of the D'St”t Numerous products which were

P on the B list during the war and which are likely to
R St e O S o e o B 1K s manfactred 10

rea
P § rtant extent in this Drstrrct and yet are hardl

maintaine {or an |ndﬁf|nrte perrtod |sh indeed, t k ndwn'to the enerﬁ f Ic o exgm fes arion
SFOOHS b Esealt it o PRt G %Klrnlg man}/ afers e elctic ”UCk% portant t

civilian manufacturers and also to the military) and
(5) “Af the present time the Army and certain other programs have eart movrng eql“pmem
ﬁleprﬁrralnyneeds uatrttrgrott)her Jrgrngr vrghenregttteyegre auied Itso alcrrhed fna ly, in the open-end sector, the automobile aHd
out. of the requrremen |m%1e diately. g—NPA Adpmrnrs trator Manq?/ Dp lance Industries are also Very |mportant to this
Fleischmann, April 12, istrict,
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DEPARTMENT STORE TRADE
(CONTINUED FROM PAGE 4)

Furniture  TUIMNING to the charts for some important The grrce “deflators” applied to the dollar-sales series
sales hard goods departments, it now becomes are taken from the Dei)artment Store Inventory Price

clear Where new ground in- physical vol- Index rssHed semi-annual Iy br t Ureal of Labor Sta-
ume has been reached. tistics of the U. S Department of Labor. This is a specia

In-the case of fumiture and bedding it is gpparent Wpe of price d”‘?sexde!”hh%h eppearet TSt QUG PO
a:orr)%rgls]tlerrsttt qe (fe at the chart thz%orqtre Sﬁce €N yse the LIFO methoog of r%ventory accountrn for tax
the

since
% commo |ty ‘im s i “fme QThI& is'ird |cated bz olur 0S8S. Is usefulneﬁs for the presen pur%plose Ires

cularly in the fact that the price data apply excl usrve
a tendencgr tor the ver(ie from t to department stores, as drstrn uished fr other retai

he earst IS fact is undoub edly assqci- ou tlets seIIrng %rmrlar %\oods an aIso to the fact that the
te Wlt the under Ing strength of the "housing ~ departmental” breakdowns in the “index are reasonably
goom an recent u atrgn mcreases It seems prob- cIose 10 those used in- the regular sales summarigs cop-
ble that R [)amrs on the demand 3|e uted by the Federal Reserv ?stem Its use for the
ﬁave not en o?se

resent purpose. of correcting dolfar-sales series for price
es, nor by temporary oscil atgl:gr% rﬁ] UCIrrt]tand changes 1S djualrfred howeverg by at ?east two ?actorsp
H an extedt oducts such The first qualification is t hat in_the Inventory Price

s has been the case In
s et and e o 0 Tt sl A L S U 2 St
o e Sl e PP i et el 1 o
X lon-wide av lces, W

oersrstentg Prom ItS hﬁfyear durrng e He dodd)d) sa?es daa used In this_study are flom the, Fourt
t 1S notable that In this “case the recoy ¥ ter the Federal Reserve District only. The two gualifications are
re?essron was earlier and stro er than In the case of significant, Nevertheless repeated experiments with this
soft goods dlscussed prevrous method of estrma Ing rdh sical volume, as well as certain

Improvements in the” method, have grven round for con-

) fidence that the results are significant and broadly accu-
I i the rtldJ p“ b aondod Ie\t”SeIonosftrrevla(rir fate for e purpose at fiand g y

stren enera notlce The above exPIanatron refers to the divisors or “de-

able tendenc towgrd flu uatrons ca ed% sec nomrna ors applied to dollar sales in order to obtain

0

tacular highs’ during the two buvin Waves sical vol me \Vith reference o the numerators, or
tﬁe en 09 ﬁ %lrstg e od)t g hd/ dall ollar-sales serles, some recasting of Usual classifica

I§ year, sales 0 ‘f] tions was necessary In order to ohtarn comparability be-
rogucts dropped snarply from their previous high  tween _dollﬁr sales .and the price deflators, CerAarn

osItions. conventiona Y I'ECOQHIZG de artments . were regrou ed S0
On the rR(nce side, thjs Proup of de?artments 3 ho obtain dollar a{\%;rega for classrfrcarons U? nere,
showed marked price re uct ons durrng g womens wear. an COm{’OS'te 0 em%t‘s’é

h usehold appliances, radios and levis
recesalosnhov\llgt gﬁcgvletrgs th ec Ine grou rfer d%p'Ct ? men’s andp boys™ wear, and of ?urnrture and beddrng

whi Ice

Ievef for any su talnegq eriod of trr‘i nis | |nd| feQrouping was 0 TECESSAY.

cited on He”chat b e tat 1t reﬁ oo o e o e ol s

appears above the blac ur|n1gte last half ot 1949 narisons cut across annual calendars. For this purpose,

M ol s e moie evrd o s 1 (5 el A DI sonassen b

e o ToL v T [y e 5

U u

u(r)lfn%a ese|n"rshqugr|e|gn%es §n eaerre\”s.y(?r'fagr})’ﬁ of thFe) regrouprnq ofycertarn departme¥rts a few new

dechned 3,(19 3, from' the previous half-year| aveP OfU(dlﬁg d)r]tr Csl%asona variation were made for the purpose

oI rsales rncreased further. “Botd meas-

e while
u?es should be understood to refer to quarterly A final qualrfrcatron relates to the chart entries for the
first quarter of 1951 For this period, the semi- annual
averages, seasonally adjustec. rnven(dotry price rndexets were fnot?hyet avarlgbfllet Accord-
e necessary estimates for thie price deflators were
Note on Method %dl ed from. ik clothing and hoBsefurnrshrngs com-

Physical volume data mentroned throughqut this article %nents of the regular Consumers Price Index” of the
are referred to as estimates. The de(_iree of reliability of LS usrn? a link “method for obtaining the net price
such_ estimates may be better appreciated if the method of  change between the latter part of 1950 and the first quar-
obtaining them is explained. ter ot this year.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Page 11

0
o

Bank Debits*— March 1951
in 31 Fourth District Cities

Monthly Business Review
FINANCIAL AND OTHER BUSINESS STATISTICS

Time Deposits
at 55 Banks in 12 Fourth District Cities

May 1, 1951

L S5 L5E S2cs S2SETSD »
=T 1 ~ o —QO o= e
= = o DT 1LOCSES [ = X
S =3 T CSosS 2] S [
S oD S B == wZow
S=5 7 P co=—T Bth =5 (@]
= > SSE Shon SHsSiaL, &
T I O TS D= = =Cr) wn
AP = O Soi =22 mIe
29813 9 S8sESs Boa = .28 T
== NS — ST Bu3E L oS
5553 8 = TS5 SeEy 89 Yee- &
> r=oa a E 5SS o
IS = 57T o0 1oy = ~ nwmwo LuRTIH TES> BN LoD
e = N — . EgEDo SRomo> LIS s = = »
= = [ ———i mﬁﬂOW,Oeer ST mglﬂaﬁvmmw O
= B X Tass e Pl (- Oofﬂv == S —
< L o e SPose SCC b =D == an— o]
SS 5 s SLFCs P8S.SSE SEo- =R g5s §
= s=< = D= D O S LIS =20,
v= S5 = caoePdaoroagoyooanain N8 —SHSE WTPEDLD 52E (NSGS
S Q=F oo 3 e~ Do EB8oTSs T e = )
= o X D4 = Se Z=vi=cOo> BPoBL r=o=8o
SR > + S EsTH8 LS5 . EBTS Ed.wmlulw.bn r0|
m.l R=3 3T L S8 2 =L
g SIE, EEE S I LS = S S3.55 JEeSres I95F Sooses 5
o3 =] =i =5 Naao S E BRESO = aees 8RS6 I=a509 2
885 ., 53 S SEBia o= EgTe> viogiSon- Sas=,, =oa2e38
== IS G b DRONT [ oG o0 b et D = .aVEV..Umneewmwm e =P -
s 3 s n.n/mw =9 RS ST = Jout 1 Gﬂ”ﬂm% P+ Cuqmn G—DLES c
=2 ; = 5 TS5 E SE S USsGEsSs 9
= | : B 2
. : = -
— s HE S @®
f— H
= i i S= Q
o [«}]
= a
=5
y—
g S)
O i
H n
= ]
X
)
©
c

FRASER

http://fraser.stlouisfed.org/

= Sy e x
s S = _ s e T =D R
< > & Mwwﬂy"xw SSEZE S S8 = S =t D
= - D
o O s S5 o S == = = Qmumm
2 — Q === e == o =P o=
= = ZE¥S5 P55 = L SS 22
= |_ ++ + + [ T =z 2» 2 5= pre; S
= 2 ) I
a R Sa2So o= So = =g S rEds - S S G oSOt —bdoel Do
= e oifsE EE 35 »2 8 2% g : 8BS
= = S S= == S5, == T S XS — . 3
s s _—s =2 SEEsS 22 %2 2 ob T s g8 = = 3 & =
T e i el S =5 D .
< Ogg =888 555 =8 E55o8 SR o= Sz & gE < - & = < B o = a o
5 =S S=D =0 S o = =>
S =S > S=c O% = S oX _— = er
(=] — T < (=) == = =5 D, o= (&) = =
2= — 4 SL=S oSS =SB D =] © D
g3 = s ==e2 2= S BB § R S SR
< =
S & |_|+_ N R A FT==,;"8 8 == o 3 c v = EN =3
== L Q0T SO 6 SO = = . HE ] PiioiiioSe
= SERCT 2w 08 23 E 2 o B8 &5 i iiiroiii:oiiiii 88
= - T TG o 2 <= 859Q P =
S £ S %mﬂwwm == 2= Dnum g =2 >0 = S — e TR el 5 5
. > = e == oF — et . =
= Sasd o3 et} o= = = X = _ . - )
B =5 y SesgE8Ssss =2 = &5 o NS = = 2 5B " = < 5=
3 O  EeESEx@c o 55 8 O o 22 3 = A S = a =
= - Ll =) 7]
5~ — SHEECL =T EL Sn T =L = =14
= I ZSSstoog=s = 2 5= = ss*% =
o BoScos =0 = = E Sg e g =
AALS > VO °C o O = =
= = OES QURIES S5 2 OAQd T E3E
S - eSO = =2 = O &S : H =
= EXcpoB555 25 2 = Ler2 o - Ss
[¥=) y = = D = L, o =w n © S [= - =
- = - = D —_— (=] [ <
= E5Tes =550 Bul B 5o 9 RN TER TESRS TURR TR TR\ o=
i — . —
< - I S 5o8sE ooES s — Swn T 9 = e - > S,
< 2 == 0 > Stole 172} < o S = ) [=% = ==
= = ~ E GOtn“%.BmWU oS=5= V.n|v0 > fasd [ = <C = = =S
=3 9N = DLO o S oL SO
= LOSONDO<t
g o £ 3 =250 25 oS ac T2 T ° 2 SIEES gramo covm wonoow giemio wgvoe S5
S =2 m = Sm.WHt.WWt%mm R 2 T, - IW.\ CETTY CET OO AOBOM SORN aoT) =59
o = o P vwo <SS EEE A R ] S
~ i S ©T . L — =l
Se S 5 8525 S8 g Bsp S8ToS S =
p<5 NP = B rs— S ~=tL D.
= LSS =2 8 = =5 S5 B S TR SERQ SEWMQ TRMR RN ORRR 82
W = Wﬂe S =% I =t ] . =X
D, =0 o= ax .l o - @ =
S _Aln S mﬂ.aVmeng.w.Aﬁ BT Ogyr Og S5s = = = = IS =8
o0 == =S DO Bo= SO0 =.55= < L = <C =3 <
= O | FEEtog Jagces Sso So G35 — ] L
= — Soc3=2 D, =2 =2 D *x O
(&) I Socoos o oS oN o 2=

Di

iti

Federal Reserve Bank of St. Louis



Page 12 Monthly Business Review May 1, 1951

Light Metals in Heavy Demand

by CLYDE W||_|_|A|V|S Director, Battelle Memorial Institute

The count [us growing need. for
h ense Uﬁ |t|es of light werght
stren Hres nts a new
ch a en% 0 American industry and
techla [0gy. Thrs IS especially rue
of aluminum ari T 9ne um-w |ct]
occupy a central role Tn the nationa
defense Rro ram.
Demand for aluminum, the metal
that has had so much to do wrh
avratron pro ress, IS runnrng far

ahead of cur ent su [0s-
pects for rea nded r duc-
x ansron lans

tion in the near future a IJoear favor
of the three rrncrpal d)oducers 0 prrmay aumr um,

Acoa Re noI s and Kaiser, p s]
gectrve po UCErs, Harve Mac Ine ComPanh/ and pex
melting mfpam/ would increase U. S. proddction about
715,000 tons In 1950 to 1,200,000 tons

isr cent

Y This seems a Iarge]order but the record of thecalumrnu]

rndustr and Its tec nologz/ In World War 11 Indicate that
é can be done. T&Chnical progress durrn he war

gea{ feaureg the develo men tof hr her. stren dth %
improvea methods of rolling, ex ru ing and fa

tion. The cladding ofsron% aluminum alloy surfaces wrt

pure aluminum for greater Torrosion resistarice made rapid

progres
ﬁr ﬁres of bauxrte ores, from whrch aluminum is ob-

tarned are ample to suoPort iImmediate_expansion unless
a submarine menace sh d cut off the Gujanas and other
Caribbean sources. The discovery of workfrble ore (eposits
In Jamaica and Hart a3 augmented t?ta
sph re TeServes, [r ad Ition, "as a resu
work durin Word War Il, it is.n wg
quan[r |eso lower graedomestrc %
some {0 ea otentra
sion ans rs the shortage ow -COst ower rr}]t e Unre
States. Two avenues e |st for overcomrng IS obst ce]
One Is the wider use of naturalg %enera] power whic
can be develorfed more ch eam ? generated st sri%
power. New plants bein .y Alcog and Reyno
In Texas, and by Kaiser, in L ursrana wil| use thrs t?/
of i)ower In spite of the trend, however, high effrc ent
coal-generated Steam power pIans are sfill rn he picture.

t of developmental
ossere t0 uge Farge

The other avenue is to use the extensrve low-cost hYtdro-

electric power resources of Canada and Alaska IS

reported tha the A umrnum Com’baréy of Cana a is con-
{

sl errno a 500 m| lion 8rogect | trs Columbia for
producing aroun 500,000 tons of metal annually. Alcoa
would Irke {0 Set Pa 400,000-ton plant in Alaska. These
Ionger term projec

tmental U. S capacit consrderably beyond its own im-
mediate e ansron %oa a

It may De questioned whether the domestic and world

economy erI e anle to absorb expanded aluminum pro-

duction”when normal peacetime conditions return. But the

Editor’s Note:—While the views expressed on this_page are not neces-

sarfly those of this bank, the Maonthly Business Review Is pleased to
make this space available for the discussion of significant developments
Digitized for MRAmHStrial research.
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output of tWo new pros-

Western Hemi-

te
feneck to expan-

s, if realjzed, Could supplement con-

Pnostwar spurt in Bﬁularrt of the metal for bﬂrldrng
errals ships, tr %an railers, railroad tank cars
urrg tion pipe, and househo Plrances should allay
such doubts. Its versarlrt has already made aluminum
comﬁ)etrtrve on some Ieve th well es ablrshed metals.
T ough not vyet as_extensively used as aluminum on zi
volume hasis, mMagnesium Is folfowing, a srmrar successfu
gattern of deveo ment. Ample su § P raw .materials,
onstant improvement in pro uctron nd farication t echnr-
ues and acon tinually widening variet of rndustrra and
mr Iitar aﬁp [ications t{ave worked toge er t0, assyre inew
nesru increasin E Im oran osr ron rn the 9“

meas rou Asars to these factors, t rrceo
greta own a seaP/ downward trend fro %
per pound in Worfd War | to the current 2414 ents.

roductron of prrmﬁry magnesium, estimated at 16,000
tons in 1950, was E{)us ed u to an annual rate of 24 00
tons during_ the latter part_ of that year. All of this has
been from Dow’s Free ort (Texas) elecirolytic pIant which
gets its magnesium from sea water. With “the ‘planned re-

enmE of srx government lants_ and capacity output at
ow’s Freeport Operation, production Is exbec ed to reach
an annual rate of 122000 tons by late this year. This 1S
about five times present . ouépu ut strll far short of the
record 184000 tons attained In 1943 from glants having
a rated capacity of 293,000 tons, Amon I(rf Ing fabrica-
fors of present outP ut are Wyman-Gaordon oFgrni?sr)
Howard “(fou dr[y products), arid Brooks and PerKi
(wrou roqucts
age of Iow Cost ower aIso stands as a potential
botenec to expansion gans for t ema%nesrum Industry.
6& result, or attentrnrs heing focused on uctron
the so-Called [gsr |con urnac ro £ss, or(H ¥
oyed durrn%] Wor War [l o redu he Neg orcrrcal
Iréct-current conversion equipment. , rocess has, not

een as economical as the ¢ nventrona electrolytic meh d

h e, howevr of.needin

as the great a vanta (r”
smu eectncrgjn ﬁfw ich s consu] nm
e ferrosilicon ysed in the process. A ewarsend

thg p%ratrn C0sts %not in¢ly rdD amortrzaé%n of pantg
using the Pi gfon version of this process had been reduce
to a point bélow the selling price, of magnesium. Three
of the six government plantS being reopened use the
Pidgeon process, and further reduction in operating costs
IS anticipated.

Of srgnrfrcance to the future of the indust rK is the p Ia
announ ed b% Dow in 1950 to construct a co trnuous roll-
ing. mill agnesrum at Madrson II|nors It 15 desi ed
to mcrease presgnt capacity from 20 tons of sheet monithly
fo 150 tons, Through nafrowing the spread between the
low price. of ingot and the high price of sheet magnesium,
this Tacility should boost the “growth rate of the industry.

Major use tod ag for ma nesru] Is for aircraft, a Ed for
other orms of nsporta where advantage 1S taken of

renr? -welght ratio éo convert dead load into
Pa oa Recently, plans have advanced to construct a wing
of the F-80 airp Iane made en tirely of madnesrum allys;
Such a design |s expected to leave space or larger fuel
tanks, thereby providing a 30 percen Increase In ran?e
Like aluminym, magnesrums Irﬁ; fness has also made |
useful material ‘for Some houselold appliances.





