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CAPTAIK '-YOPTHINGTON: 

The speaker this afternoon is Xi. Uiner Staats. Since the beginning of 
the war he has been in charge of estitilates v;ork successively for the I‘iar Pro- 
duction Board, the Office of Price Administration, the Office of Economic 
Stabilization, the Office of ':I ar iiobilization and Reconversion and several 
other civilian agencies. He has been closely associated with the develop- 
ment of the vrartime relationships between civilian agencies and the armed 
services and has been in an unusually fortunate position to become info-rmed 
in the activities in the fields of production and procurement. 

Mr. Staats is the group head of the Kstimate Division of The dureau of 
the Budget, Executive Office of the President. Eis subject is VLe1ation.s 
Lieti:reen Civili= Agencies, i'7ars and Navy Departments." 

Z&Et, STAATS: 

Captain '~~~orthington and gentlemen: 

Introduction. 

I have been asked to speak to you on the subject of the relationships 
between the various civilian agencies and the -Tar and Navy Departments 
during the World Yar II. I understand tnat these discussions are quite in- 
formal in character and that the primary puroose of this particular dis- 
cussion is to potiit up certain general problems of the relations between 
various agencies in iill,ObiliZi.llg for syld waging war. Xhen I have finished 
my paper I shall be glad to t r:r to answer any questions relating to the. 
general subject. Before I st&t, however, I thiyllc it well to emphasize that 
the views which I s:ill express are personal views and do not represent con- 
clusions reached by the Bureau in connection with its responsibilities for 
agency crganization. Since the scope of the subject is very broad, I have 
chosen to stress primarily the relations bet?reen the economic COntrOl 
a,:encies and the ?-jar 2nd Navy Departments, and I hope you +J.l wderstand 
the necessary very general treatment of the subject. I shs.ll trace firs-i;, 
very briefly, the development of the IV= organization to em:$laslze its 
gradual evolution and consequently the difficultygresented ri,-, advance 
organization planning.. Secondly, I will refer to so:nc of the common prob- 
lems of both the civilian and military agencies in wartime and, finally, 
raise several questions for planning future wr mobilization. 

Development of Organization for :u.orld !':.;ar II did no-t reach its full develop- 
ment until the end of 1543, Froiil -the timi; of the iiunich Crisis in 1935: 
until that date, the Govern,!, --ant was in the process of developing first, 
mach!nery to study the pro'~lc;;l of war mobilization, then machinery to advise 
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the President on problems of national defense, which was followed by a perLo< 
of intense preparation for full-scale war following Pearl Harbor, and 
fin&iy, a fully-developed war organization followin?; greater knoY,ija~dgc as 
to our resources end the scope of the war itself. In general, the develop- 
ment of 1wr organization par~llelled the pattern of dcvclopment of ~'~orld 
lar I organization. The 'World Yar I dovclopment from a weak National Defense 
Advisory Commission to a stronger '.:ar Industries Board, and to an cvcn 
stronger &teotid 'iiar.Industries Board, was pnrallclled in Yiorld %r by the 
development from a weak National Advisory Commission to the Office of Pro- 
duction fianagement to the Supply, Frioritios and Allocation Board and, 
finally, the.I:'ar Production Board. In both cases the development was from 
an agency of en advisory and planning character to one with groat authority 
and responsibility, 

There.are probably many reasons, which have been fully discussed in 
previous sessions, ai to vrhy the lessons learned from World liar I experience 
and the recormwndations of the '.iar Resources 3oard wore not used to a grca-tax 
sxtcnt in establishing the organization for -lorld ;.;ar II. Hov;ovor, I wish 
to stress,that a full understanding of the development of 'iorld T&r II 
organiz,ation cannot be had except in terms of th i: manner in which this cowti 
was draJm into the war, our lack of aoprcciaton of the full magnitude of the. 
XLr and J finelly~ the climate of Am&can public opinion which was highly 
optimistic as to our ability to avoid vzx and strongly opposed to any overt 
act on the part of the Govcmmcn-t which might be construed as indicating i: 
warlike intent. Ona must roalizc that responsibic officials in the Lcgislc;- 
tive and the executive branch T;:ertit 'in a wry real sensl;, restricted by or 
motivated by the same factors l;?hich prevented the institution of a full- 
scali: wartime organization as soon as it became clear to our lcadcrs that 
war Was probable. 

l?e must look at thr: organization of World 'Zar II than as one -&ich 
developed gradually from day to day events rathsr than one w!!ich rcprcscnted 
the best.thinking of those who were r~sponsiblo for planning ?nd advising 
on the most effective Ti;artirnc organization. The period from 1938 to 1940 
may be charactcrlzed as one of the most general kind of plenning for national 
defense. It was a period of intcns2 d&ate as to the position of this 
country nith rcspcct to the: cx;o?nsion of Germany. The first org,ulizstional 
mcvc~ wq the cstabiishmcnt on iay 28, 1940, of the Advisory Commission to 
the Cowcil of National Dcfcnso within th;: Cfficc of Emergency Xanagcment 
l&hich had been made a part of the Exccutivc Office of the President under 
Bcorgsnization Plan I in 1939. The Counti of National Defcnsi: incidentally 
had been os-tablishcd 'oy Act of Congress in 1916, virtuzliy as a committee 
of the Presidentls Cabinet. The principal purpose of the Council aid of tha 
Advisory Commission .vtr& to advise the Frtis,idcnt on various aspects of the 
econorcy cancermod wi-t$ mobilizing the country for defense&-to ass~ro priority 
.for the' delivery of mat;:rials for Army r;rr'd ;lavy contrac'ts, to study labor ro- 
guiremqpts, ,and to stabilize the cost of living. In a real sense the NDAC 
provided the nu&leus for later wart&e organization. Xr. ILqudscn .$!ho had 
advi.sed the President on industri~al prodwticn bcczme Director-Goneral of the 
0% in January 1941, ';.k. Henderson who had edvisod on price stabilization bc;- 
C&m3 head of the OPACS established in April, 1941; also in iqi+l ITOY'C es- 
tablishcd such agencies c^.s the Office of Dcfensc Triinsport,:ticn, the Nationa 
Defense Mediation Board, the Economic Dcfonsc Board rrhich la-tcr becamo tho 
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Board of Economic 'krfarc the Division of Dcfcnse Housing Coordinntion and 
the Petroleum Coordinatorsfor National Dcfenso. There -&!a~ also cstabl.ished 
a speci,al tiformation Division, a Zescsrch 2nd Statistics Division, a 
Division of State and Local Cooperation, and a Tax Certification Section-- 
all under the ND&C within OEX. A Sclcctivc Service Sys-toya rLs c33blishod 
pursumLt to kct of Congress; m Cfficc of &Fort Con-trol ~2s crcnted directly 
under the Fresident to screen o~bort licwsce, tho Treasury Department ws 
asked to exorcise control over forc;ign aircraft orders, and a special 
Office of Coordinator of Inter-Amwican Affairs xas estEblishcd to pro:not~ 
1lCZliSph~T~ unit;y. The RFC wzs brought into the piciltrc to help develop 
stockpiles and in the manpo*;rer field B program TJ?.S cstabllshcd for irG~k[; 
wi-tlr:in industry. Also an important sttip KLS tnkcn in es-tablishing the 
Dofenso Rcsearch Council, The cstablishrncnt OS thcsc agcncics came r3piajTj 
-thiY? vzs no effective point cf coordination below th:; Fresidcrit; and th;:?, 
was considoi~ablo confusion as to linos of autnori"c~ and jurisdiction. 

Beginning in 1941 a-5th. tJhc CS-LdIliShiiC~lt; of the Supply3 Priori%ics 
ad kilmaticns Board, thcrc 7;:as ti recogni-Lion of defense preparations end 
defcr!se procuromcnt was r2achin.g proportioLs having 2 definite limit;l?g 
effect upon goods rind scrviccs available for the civil&n cctinomy, The ' 
establish~mcn~ of SFAB, including rap rcscp-txtion cf the Sccr&cry of Var 2nd 
Secretary c,f'tho Navy alone with other civilian agency heads, was designed 
to dotermino total rcquir~mcnts of matoriLLs and commodities needed for 
defense ?dld to establish policies for the fulfillment of those requirements; 
and to dctsrminc'pclicics 2nd regulations $ovoming allocations md prioriti 
in the prcduction of materials for all aspects of national dofcnsc irlcluding 

;power, fuel, dofonso aid and civilian supply. It was a planning agency and 
dependent upon GP1!J to carry out its directives. Thi: Chairman lacked the 
ncccssary authority to :x&i: the agency effcctivc and it became necessary to 
supersede it on January 16, 1942, with the 'ZPB. Except for petroleum, th@ 
responsibility for which had been pieced. in the Seerotary of the Interior, 
and the prices, the responsibility for which had boon @cod Ln the CPA, 
the 7PB was designed to cstrzblish a pcint of authority 2nd coordtiation 
cvcr war production, The ChairmrLn was autl;orized to exdrcise general direct& 
over VEZ~ procurement and wx producticn; to determine policies, procedures. 
and mothods of Federal agencies in obtaining supnlias; and to ronort to the 
Prcsidcnt on tho progross of VGZ producticn and war procuremcrL. The Board's 
authority could have been intororcted broadly to have: authorized the Chairmsn 
t6 trmsfer all army and navy pGocuromcnt zctivitics to the -';PB. iis such it 
wnt further thal any steDs csntcmpla-ted by any pcac~time Industrial mobilizn. 
tion plL3ri. It bec~w necessary to relch m agrccmcnt with the Services as 
to their rel&ive arcas of responsibility, and such an agreement was reachod 
in Uarch 1942 with the Xar Dopartmznt, sown to bc followed by a similar 
ngrcement with the Navy Department, under which the Y;ar Dcpartmcnt cstim~tc-d 
military needs for suppliw and equipment ad traY:sla.tcd those needs in&o 
requirements fcr resources, includtig rak matarials, plznt?,,toQxs, and l~bol- 
It wzs understood also thEt the ':;ar Dcpartmcnt would e.qcdite prcduction 
for military items, components and sub-assc&liti;s where there ~2s no confli~i~ 

with the procurement of other agcnclcs, It was tp conserve materials and 
manpower by substitution, simplification, ad standardization. And most 
kiiport?nt of all, it undertook to 
placement, 

~~chaso supplies including the nogotiatii;-r. 
cad administration of contracts. 
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Simultanecxs with the devclopmcnt cf the ::PB in thc'qritical. year 1942, 
both the per and Navy Dcpartmcnts wcrc extensively rccrganized and the 
cnm'bined bo2rd.s ~(~rc esmb~ishcd con-iati~j.ng civilia and mtiitzry rCpreSen- 
tation to devclon coordhation rrith the United Kingdom ,?nd for the dC?VClOp- 
rwnt sf joint del"cnsc pl;;-ns with Can&a. Thi; civjJ.:'im agencies likeVi% 
s:liftc:d from 2 nation.21 defense to Z. vd$inc basis by <he cstablishntint of 

a Yzr Janpo~rcr Commission 2nd z ‘;ar Shipping Administration. A Si:12131’3l? Tv~2;c 

plants Corporation was cstabLishcd by Act of Congrass to tlssist SFEL~~ 
business tii lnc;kbg ;7cn adjustrflerit from peace to war. A Fctrolmm Administra- 
tion fcr Q;zr and a S&lid Fuels Admtiistration fOr'ij3LT TXZC es-kklishcd. 
The rubber crisis led to tk devclopmcnt of 2 semi-autonomous Of~iice of the 
3ubbcr Director within the! 7:2B. And ;1. I\ia"i;icnr.l &usL'lg Agency wzs cstablishcl 
to iGox+ti effectively combat; the housing shortage. The: Lend-Lcasc and 
foreign prccurorncnt activitic?s 2nd. i;,%c control of imports an?. CXJICX+S passed 
frox3. various agencies into a Fop~ign ticollonis ~W~iinistr2tion r;,porting 
direct to the J+csidont. The ()<ficc of 2c.r 1lformntion likeli?iSe reporting 
to -I&Z Ppc!sident had been cst&l,ishtid to coordinate ir,fxraz%ion nctivitics 
at @xi~e 2xTi to assist the military smycic;s ;:nd the Office of 'klU'ar Inll^orma- I 
tion in doVCl6pilCnt ijf 2n inf~r:r;lztio~ pro& ;;ra::l dircctcd at occupied and 
onqy coxitri~s. The Prcsidcnt trlmsferrcd tktc prisrities pc,;:.Vrs relating 
to food ;md foodstuffs fro;>1 the ::JJB tc; a :i;~r Fcod kdmklistmticn cstzblisiwd 
withb the tipartmrxt of,Agrizuiturc. By the end cf 1943 the principal 
v-cirtj.mc cg::cilcies had been e&zb,blishcd; but it T;QS aiso clear by the end Of 

this prj& tlla,'c the -;-pB la&bd the ;lui;hm-ity cvld rtispcjnsibiliky to excrCiSG 
the ncccssxy dimctic;n wcr thoss cspccts GE the economy which rclztcd to 
the conduct of xonomic ccntrcls nccossr?ry for w.r, The Prc;sidcnt, thcrcforc, 
faced the sGrious problcla of coordlnztiDn xt a level above the XPB. The heed 
cf the Office of Economic 5t,zbiliz,zti~~n, which agency hzd been mrde ncci?ssZry 
i?s the xsu2.t of need for coordtinttig wages ad prices ,?nd tnc division of 
c2Uthwi-Q relative to the price OP fc;(;,& boQ;:;J(>n the 'J?z Food Administration 
and tlic~Prico Administrator, Y;:X zpp;:;jntcd in 1943 Go hcsd a. n~xly cst&lishcc 
Offi:'icc of ;;ar J;iobj.lizxtion. 'I&e v:;rious ir -g;Ilcicjs ccnccr~cd ?xith ws,r mcbiliz& 
tion, includtig the Sicrct'c+ry of irar and the Sccret.xy of the: Navy, wrc 
rcprtisentoci on 2 t/-r Xobili za-Ken Comr~it~ioc:; tho Chairwn of th.c Committee 
had broad authxity to d~~2op unified prc;grZms 2nd CSi2bliS!i pc;licfes for 
the iilaximum USC of the r:aticnrs industrial rc)s:,urccs for nilitwy 2nd 
civilian needs; to c'cvtYl.op p12ns f9r cffcctivc use of nZxpoi,:tir; for. cctinomic 
stabilization; xnd gcncrrzlly to adjust tho cconnc;:y tc, xr needs :nd condition= 
Xxile the priorities po-bi2.r~ rci,iaincd in -t,lflo Chairkn'of the ‘~233, the Director 
of OTXR h& authority to issue dircctivcs gcvcmj.ng th& WC of such priorit& 

Specific Arons cf Oporatirig &la-ticnskips Bct~~~n ]iilit;ry cmd Civilian 
Agencies During ekeld 1.21~ II. 

This pc?rt of my pnucr i s devoted t,o pcinting OKt SG:W of the principal 
~~xPc'3S cf operating rci::tionships botwcn civiiirm contrcl Ggcnci:s md tho 

militcry agerxics durirlg World 'iar II, which i,tculd need tc SC taken kto 
account in mobilization pl.2nn5ng or 2x1 :)lcnning the organization for another 
war . 
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5. Bl:/.oc&ion a-d Priorities Controls Over U~te-rials. 

1YP3 through nl&oqation controls, preference r3tings.j and the cdntroiled 
m,2teri2ls plan ch%nnelled mcterials to munitions and the other esse-iltial 
civiliafi ;orod.uction. The milit22~~ services insisted upon :issuing cuthoriza-: 
tions for materi& tp prime anti subcontractors producing Alitery end items. 
ti general, the military' ser~ices;.distri;)L.ted materials under gene+ Ltlot- 
ments fron'the,WPB to their 0~x1 prime ad subcontractors, whereas the IYPB 
distributed.aateriais to @odticers of cow~on components ,nyld essential 
Civilian items. " 

The principal departure,of the CIW from previous materials contrcls 1 
plans WLS the allocation of materials through the procurelmert q@ncy rather 
tha direct to the contractors. From the YPB standpoint this feature w?s 
particularly helpful since it resulted in 3 major incentive for the procure- 
ment agencies to tailor production programs 'to fit avr:il,?blo supplies. 

6. Production Expediting and Scheduling. 

In general, the military services assumed responsibility for expediting 
production of mili-tsr;ir end items, wherczs 1FPB h'ad responsiuiiity for ex- 
pediting production of raw materials, mnchine tools, generasl industrial 
supplies, and essential civilim items. ~WPB assisted the services in ex- 
Tediting military producti& through breakfilg supply bottlenecks through 
priorities assistance, engineering. rtknowho-6?1 <and enforcement of priorities * 
regulations. The 7.76r Wnuower Commission, in cooperation with ‘LPB, es- 
tablished a training &Lthin. industry proi;~am. YPB stimulated the establish- 
ment of plat labor m?aageiXGnt cx.L&ttees to improve l&or relations and 
increase production. In ad&.tion, XPB provitied r~1anqemor.t con'sulting serv- i 
ices to industq pr~im&i.J..$ to pro,no% the adc,p%icn of :,,rage ir.centiva pro" 
grams. WB played an irrp i ortnnt role 59 refereeing coqetition bcti:recn the 
procurement servizcs for the' capacity of individuczl pl~~is through schedul- 
ing components End freezing schedules. 

7. Conservation, S.Uvnge, Simpli.fic:Aion, Standardization and Research. 

These functions were desi.,Qzd to increase prsduction within available 
meteriLLs ilr_d capacity &d to promote the utilization of existi-ng materials 
and facilities, icbor qd plant capacity, Aithougb pri-narily a responsi- 
bility of the XPB,. the military agencies ag&.n assum~d..rcsp,o~sibi3ity with 
respect to the production of military end items. 2B .Lssu.ed periodic lists 
of critical naterials to be used by I;he services in their conservation pro- 
grams, The OCD aided materially in the salvage progrcn by enlisting the 
cooperation of state and local governmon-ts in connection with such critical 
items as paper, iron and steel scrap, cordage c;nd rubloar. Al-Lhough the 
military services had zxtensivc programs for s.implifytig and standardizing 
military items in order tp conserve ma-torials 'and 'achieve more efficient 
production, W?B rendered substan$iA 2ssist.22cc to then in achieving these 
ends. 

I 
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8. Redistribution and Control of Inventories. _ . . ..-. 

'SPB attempted to move frozen -inventories and cxccss quantities of 
materials, tools, and equipment to plants producing urgently needed ww 
munitons. The services conducted internal end interagency redistribution 
programs. 3-i generai, WB estzbiished maximum limitations on tiivantory 
h.d.~ of critical nateri&s md regulations for the sale of such materials. 

9. Requisiti&,n,g of Plants and Zaterials, 

1WB certified the need for requisitioning of materials and plants for 
war production purposes on actions initiated by the miiitary. Actual dis- 
position of the requisitioned materials was handled at times by the military 
agencies, other times by RFC or NPB. 

10. Relating Yar Production to EJanpower Controls. 

:;'pB was origjnally assigcd responsibility for labor recruitment, but 
with the establis,hment of the Gar i&npower Com~.ission. in April 1942, this 
functio-n was transferred to that agenc?y. It was csscnti2J that the two 
agencies work closciy together and to facilitate this the 3PB continued the 
Office of Labor Froduction to help ;In working out bottlenecks .in specific 
plants and en Office of &npojJer Requirements to assist in translating'?PB 
production goals to the number -and types of workers required. In order to 
aqcist the Gar I:ianpower Com&ssion in .gatting labor to points where it was 
needed most, the YPB periodicXl,ly rcvisod the Production Urgency List. It 
also advised with the Selective Scrvicc System in dct.:rmining ?;ihich I.ror;rcrs 
W2F.3 iXOSt cssentizl in War indus';ric;s. It furthcr certified to the Var 
Labor Board on occasion requests for -~~agc iricrcases which it considered 
nccessam- to assum adzqurtc labor supply to csscntial plants. J 

. _. ,.. 
11. I4aintenance of Adequate Civilizz~ Supplies, s 

The Office of Price Administration and Civilian Supply, and later the 
Office of Civilian Rcquiremonts withtil the :,I% had rcsponsibilitg for de- 
tcrmining the quantitius and types of civilian non-food items essential 
for maintaining the civilian economy. The :,ar Focd Administration was charged 
with th;: responsibility for determining civilian requircwnts with respect 
to food and food stuffs. Likewise, the ODT, thi PAC, SFK;, and NIW were 
responsible in their rcspectivo fields for mai.ntzin5n.g essential suppl.ios -for 
the civilian economy, The role of military services was to call attention to 
specific commodities which they belicvcd non-essential. 

12, Inter-kllicd Controls ZXI. Allocation of Zatcrials and Other Resour&s. -- 

Comb'iqed committees and boards with both civilian and military represen- 
tatives *~~oro cstablishdd for the principal ~urposc of aiiocation of materials 
and. other rcsourccs betwzen this country 2x2 d its allies. These com-oincd. 
committees 2nd boards were tied very closely to the sgcncies charged with 
production in each country. 
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13. Import 2nd Export Controls. 

The Board OZ Economic ;.arfarc 

. ..I..YU 
----- 

” . . . ..-s 
and Iator %ho~%orcign Economic .kkinistrn- 

tion in collaboration with the St&o Department and the WC were responsible 
for increasing impoyts of critical mateg-ials in short su:,piy.in this country 
and for cont,rolling exports of commodities neccsszry for the prcsewtion 
of the war. The specific corLJcditiOs to be controlled were established by 
the -L-PB . The FBA also had important res;J<nsibilities for eccncmic warfare 
through USC of s-uch devices as preclusive buying and the preparaticn of 
anCLlyses for the military services with respect to such activi,t%cs as 
strategic bombing. 

14. Economic Stabilization--Control of Prices, -;agss, Credit and Purchasing 
Power . 

The maintenance cf stable prices and wigcs 2nd controlled infiation had 
an impsortcnt bear ing .apon placing coIntracts and th, i: cost of ailitaryir..3ems 
as ~11 as having imoort:nt bearing upon :-corkr efficiency &,k morale. OPA 
price controls appiibd to a large number of items cf common use by military 
and civilian agencies. The bulls of military CR5 itciins ant! components were 

exempted frcm specific controls nr,cl such co:ltrzls as wrc mariutaincd were 
through the devices of ncgctiztod prices, roncgctiatcd contracts, and 
thrcugh repriCing oI contracts. -,ihilc the s i- crviccs had rcsponsibfiitg 'for 
contract pricing,. khe Proci.wement Policy BoarLJ chairmanned by the XX3 and 
including rep2 scntation from the CPA, was authorized to issue governing 
general policies. The ZPB. the Fcdor%L R~>Scrvc 30~4.. Treasury Dcozrtment, 
2Jld 
all 
and 

15. 

. . - * 
maly &the r agoncics had rosponslbilitics for the st::bilFzation progra;:lj 
made csscntial bccausc of tlic; incruascd v2~~iic of war-time expenditures 
reduced production cf civilian hoods. 

the 

Maintenance of Civilian Protection, Internal %cwriSy, and Civilian -- 
kkrale. 

Wnile the protocticn ‘ag,ainst unc:>y. hnvasiun ri:s the reswnsib,ility of 
Armed Services, the OCD; the FBI, c?nd OOC, and the WI had. important 

responsibilities fsr assisting the siiitary in wbiliziny; civilian groups 
in connection with sudh matters as the ciWi.1 air patrol, air raid precautions, 
the iW-iKLtCIl?JlCC cf esscnti:~l community 'sr?rvi&s, salvage, etc. : . 

16. Recsnvcrsion. ITl.ZliItig and Dcnobiliznticn :>f :Jar Ccntrcls. -PI 

Principal responsibility for rtic'i;n&rsion planing ybra~ exorcised by the 
WB . Actions taken by ?QB in advance of the end of the hostilities incluclod: 
(1) resubstituticn cf prc\~~ar materials in products; (2) resumption of' a 
small amount of progr3X:ie<: ci.vil.ian ;3roduction; (3j ::LuthcrizaLion, g<jr ColG- ". ,.. 
tinuance of civlian procuction rftcr ;ailitar,~ rcquirencnts hod been mot; 
(4) relaxati.on cf. restrictions cn d.Ui.1klll.i~ rind. mahncsium; (5) relaxation of 
restrictions on production cf machino tools, other caGta.1 equipment, and 
experimentai models; (6) relaxation nf restrictions on single plant productior 
of civ3Lkn ~rticlcs known ;ts the spot euthorization pktn. 

, 
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Rcccnv&r,cion plLmn&& 
in. giving civilian 

required pnrtisipation of the milit&y services 
agencies advnnce ncticc c;f militmy cut-bnc$'s so that 

adjutitmnts ccmld.,be ma& in rclexaticn of crders 2nd rcdistributi& of 
labor forms a~i in the &vclopamt of recmvcrsim pricing policies. 

' T&e military scrviccs had a great stake in rccmvcrs$on planing because 
of %hz psychdlogicni cffcct it a~uld hma as indicating the 'czly end of the 
~~21" cnc' -the fc ar thzt the nccdcd mmitif;ns prbG.Wticjn VJcldd SU~?CX through 
the efforts ,zf r.mmf~cturc;rs to rcsum civiiia prc?.uctim at the crrrlicst 
possible date. TG cvoid this, ~~ilit22-y agencies cxcrcisocl grezt infiuence 
til the VPB against premature m+&criz2tion of riviii2.n prc2ucti.m 2nd re- 
laxation of mrtim controls. 

Two very &iportmt nspects of plcanntig for the termkmtion of hostilities 
arc the s&ttle~~e,nt of war ccntracts zr1.6 the di.s+posLL of- surplus property. 
After extensive hearings the Cmgress passed legi- ,,zLim (2~ both subjects 
and established central @icy apencics to ca-rry cut the previsions of the 
gtrtutes, 231 Gffj.ce of Cm-tract Si;ttle&nt 2nd 2 Surplus Property Adainistra- 

. tlbn. In both c+ses' car'eful advzncc plmnirg m.s ncccssmy if the jobs 
l&-c: to bc done speedily. 1% lFJz..s n~c~sstz~y -LO 

LX&S for Ijliar inat@rials which woui~ 
cssiatc rcd2;ctions in requirc- 

thc.:militapy situation 
A occur under vrrginq nszumticins as to 

~~.ci 9 %n2,lly, the przpa,cA 7--tim of tcntz.%ivc! sche&lcs 
of emtract tormirmtion, pkxt by pl.mt, to xljust war prc&xticn acccrdingly, 
Since such planning had tc bc P-I ,,scd upon str,:tegic assmpticns tc 2. large 
extent, md bccausc the c,sntrr?cting officers were mst ccx$etcly fmiliar 
with the ccatract*s thsnszlvcs, it ms Icgicrzl that ;i large p7art of the 
plmning knd spcraticnal mpccts sf thr: job shxld bc dmc by the Services 
thci~s~l~~~~. ., 

It w,s &iginZly contmplztcd thnt the role cf thr, OdS 2nd the SPA 
WGIJ.lwd bc; tc, zssur~ uniL3x3 pclicics cs bc-ixmn ,cmtracting wmcics and to 
provide a potit cf consultzti2n with the civllkn xzr agcnci~&-2w Mzrrpcwr 
Comissior,, S??PC, YPB, OPA, etc. .', 

The rtzpid 2nd c~ffcctive -:;-ri< 
.' cmtrac+, 

:-rhich ha's been dmc ia ,thc fi.ci+ of 
sottlcamt offers rztha stiq 

'arrangeiaents 
.ay chn-t&t -tc the mrti curnbersocc 

2nd slomr progress in the d.isp:r;sal c;'f surpL.us prGpcrty, Evm 
after taking ir,-c12 acc;;unt the differccce in 'i;hc nsturc r,f <he %w6 jobs, I 
a.3 of thti opinion that the surplw &is;,;c'sI'.1 .przgra could have dccn hzndlcd 
UZZC(;: cffcctively by tiic pri,cure:;lent st~cncies thcmsc?lves $hm t?m&gh a 
s:'rics sf scparcttc spccializod :I.ispGsal CgWlCi;x3. 

;: PART III , 

General. &ucstions Xcltting to F'uturc I,ax~iin:: Crgz,nization, 

1.. Snould there be established e central agenc~y with rcspmsib-'lity for 
c:;nJzcls cjvtir all ecmmic res~urccs--tr~nsport~ti~n~ labor, prices, 
prodmtion, distribution an3 commnications'? 

A central economic cm'crcl zgoncy in wzrtirnc hc.s m-=uy advantages. This 
pl.an is gwerally ccnsidc?red to b=e a cc;~~c lusion of &rnnrd Baruch and is 
similar to the i.ilan r~cormcndcc! by the Liar Resources Board in ccopcration 
Mth the Arxy-Navy &km.i.tizns Bcar2 wkLch mde its rc?ort ii2 1939. It a.lso 

-9- 
RES TRICTED ---------- 
.l; _._ ~~~-~~ .._" .r-"r_ ,i. . ,, , _,.."- 



RESTRICTED ---------- 

, represents the conclusion of the Suhcom;5ttee of the Senate Committee on 
Military Affairs established to study war mobilization in 1943. Sucl-i an 
agency would clearly centralize responsibility; it would provide for more 
consistent policies and the earlier resolution of problems which during 
the past TYZ became the subject of intcr-agency differences in policy and 
procedure. It would also enable industrial groups to deal with a fewer 
number of agencies in the Government on such matters as manpower, prices, 
mges, cand priorities controls. 

Against these advantages must be weighed the difficulties of organizing 
':a central agency which world embrace a11 types of economic controls, Khcn 
an agency becomes too large in size, the result may be cumbersome machinery 
and consequent, inability to act with dispatch. Further; scparnte agencies 

.-often provide a check and balance arrangement which is desirable provided 
. that an effective point of decision is available to resolve differences 
-.s.pccdily. -.. !Jitncss the groat efforts on the Dart of the O?ACS in the defense 
period in forcing the OPLi to push for greater conversion to war production; 
witness also the influence of the military agencies .in obtaining more drastic 
curtaiimwt of civilian production clftcr ?earl Harbor. One of the most in- 
teresting organizational developments growing out of the war was the tendenc; 
for the industry and the Congress to try to push for separate c?;;cncies to 
dealwith particular problems or industries--a rubber czars a petroleum 
czar, a solid fuels czar, a transportation czars etc. 'Ze must recognize 
also th-t the element of personality enters heavily into org=aniza.tional de- 

..tc:rminations of this character. It was nzture.1 that the individuals com- 
posing the original NDAC should play a wjor role in helping to organize 
such programs as transportation, prices, production, and &od. But most 
important of all is the factor of grac3ua.L evolution of war organization 
from a defense to a period of full-scale war,. In the event of a sudden 
devastating attack, however, such a gradual evolution would not take place 
end a central Wt.r agency might be more easily achieved. 

2. Is 8 central civiliLm procurement agency for military items needed? 

The Executive Order establishing the YPB wss generalLy interpreted to 
give the Chairn,an authority to .olsce contracts directly if he had chosen 
to do so. By the time YPB was established, hOmVer, several billions in 
war contracts had already been placed by the Services, and it was generally 
considered urn&se to change the procedure, for this reason if for no other. 
It has been argued that the ,,placcment of the procurement activities in a 
supply agency 7;:ould frec'thc military for singleminded attention to war 
strategy. It is also argued that in another :jJar vrkn materials may be far 
more short than they were in this war, it will be necessary to place the 
procurement responsibility in a single agency to~provide a more.prccise 
relationship between changes in.ddcsign, procure-m&t, and production schedul- 
ing if l;re are to obtc.in th C i:E.XilTlU.~l IlSe 0 f XFJlpOWC2 r; i22~tC:riSl.S and fXilitif$, 

It is further argued that only in this w--r L3 cxm the proper balance between 
t-he needs of the various services,be achieved. In the opinion 0.f Baruch and 
Nelson these arguments are f?x outwighed by the need for a day-to-day 
relating by the Services of changes in design, specific&ions, and rcquire- 
ments to meet technical il;lprovcncnts.and battlefield strategy. The sens,e of 
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ucgoncy Jq:hich is plzccd upon an agency for fi.:;hting a liirirr3r could prcbably 
never be fully transferred t,;: a civilian procurcmcnt agency. Lhilc a pro- 
curcscnt agency und~ub-tcZ~y :nust 3d,just its ,prc;~;rXl ts rX?Ct -cvcr-all 
prc&cticn ckficimcics, chmgcs in pyxhction schcdul~;i, etc., these fat- 
tcjrs ccn b,2st be tr,znsl:-Lt,cd int, spoccific terms by the Scrvicos rzthm 
tha bg z ccntr?A su-2pI.y agency. At the SC.:.~ tixe9 IY~~~YX, if 2atcrials 
me cx$re:~cly shc:rt, there inust be SC.UC LICY”C cffectivc method for the 
central supply agency to review cc*ntrzcts GC I current basis :nd tc SC in 
a position tc require cutbacks in specific contracts if necessary. '";ithout 
this., over-extension of availabic materials could! wry well rcsuft in 
partiz.1 co.mplcticn of a numbcr of prcgrms cm2 the consequent delay in 
the com$eticn in programs,of equal GT groater im?,ort?ncc. ._ 

3. How much control should be exercised by 3 civilian afgancy zvcr such 
:nat ters as military requirements, design, spccificztions, scheduling 
of common components, and scheduling of r.iiIatary end items? 

The principal argument in favor of r:r.xi~~n contr,A., in these areas by 
the civilian agency is the need to balance ccm$cting i??ilitc:ry demnt~s with 
each cthcr and particularly to balance the milit;l.ry 
civilian requirements. 

qyxinst competing 
The civilian agency should be in n nositicn to ques- 

tion the desirability of frequent chwges in dosign and specifications which 

may net add materially to the v~?.ue of the product. It is extrcnciy diffi- 
cult, moreover, for 2. civilian rcqS.rcmcnts q:loncy to cictcn;.in:: the needs 

of the Army in relation to the Navy and Maritime Ccmmissicn for steel exce$ 
in terms of the scheduling of cox:'~on components and military end items. The 
civilian claimant agencies,.r.lorco?rer, j;i presenting requirer.xmts for such 
matters as housing, transportation, fan1 machinery, etc., would never feel 
that one claimant such as the ;AritL;e ComzLssion, the Army or the Navy, 
is ccm$etely apTare of the iz~ortance of their respective areas to the war 
effort, The question of the extent of civill~an versus ni&itary control of 
requirements, specifications, scheduiing:.9 and contract pLacement is one of 
the most difficult in the entire field of G rganization of tha warprogram. 
Even. if the military had competence, t,o do so9 it could not persua& the 
public or industry that its judgment om the need for civi>Lan gocds is 
eqwal to that of an C!lX, a W'.A, a PKZ, or. an WA. Again it is important 
to emphasize the necessity for coordinating machinery built around a central 
civkliac agency and the ne.cessity for full exchange of view as among alI 
claimant agencies, 

4. How much should the head of a civi.Iian pmdl1Ct~On, a@?nCy l~~-oJ of over- 
a11 military strategy? 

It has been argued that 
-cannot effectively de&m.ine 

the head 0f.a civilian. nroduction agency 
among competing clai.m~nts for materials or upon 

production schedules unles s he has fairly close knowledge of the plans Of 

the military with respect to over-all strategy. Into this strategy must be 
geared supply programs for food, transportation, shipping, and all other 
factcrs involved in the conduct of war. iir. Nel_son testifies ix his recent 
book that at no -k::e wzs he infor;xd of the over-all military strategy. 
The Pres,ident in wartime is the common head of civilian and military agencies 
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antis of course, must know the ~military strategy; I simply raise. the question 
whether it is sufficient that he alone atte;~ptto relate the civilian and 
military aspects of the ~(ar program. I:any argwlents between YPB' and the 
Services might have been terminated earlier and a greater sense of urgency 
achieved in the civilian agencies if secret information evailable to the 
military had been also available to the head of the Y?B. 

5. To what extent should use be made of permanent departmnts and'agenoies 
in wartime? 

Another major problem in organizing the war effort was the extent to 
which new defense and war activities should be placed in exist"ing govern- 
mentsl agencies. It can be argued that for most activities in wartime there 
is a logical peacetime agency to.administer them. However, more detailed 
study mey emphasize tioortent differences; in the first place, most peace- 
time activities must continue to be carried on in wartime and wartime 
activities must be made the additional responsibility of the agency. But 
is the particular agency ilead best suited for a :r;artime program'? 'Bee devices 
must be developed, different personnel with different background must be 
employed, organizational lines must be flexible and a sense of urgency 
which may be difficult to acquire overnight must be had. In the case of 
food, petroleu3, and fuel controls placed in the regular departments, ; 
actually separate agencies mw crer&ed to handle them, 

6, l%at arc the limit&ions upon the develop:&ent and naintcnonce of a 
detaiicd mobilization plan? 

Perhaps the; most important lk~itation upcn the development tnd mainte- 
nance of a detailed mobilization plan is the one already mentioned; namely,‘ 
the gradual evolution from pcccc to w,r -&ic!= may occur and the difficulty 
of orgnnizing.during a poacct7imo period a dcfinitc orgsnizntion plan which 
would be most effective in time of wr. Perhaps this difficulty could be 
overcome if legislati on cxistcd Trhicl-1 would give the Pr~~sidcnt authority 
to establish certain basic agcnci:zs :Irhich in a period of full mobilization 
could bc expanded and Ail.i.y dcwloped. urlcerta-titles as to legislation- 
which Congrcss will initiate, po!.itical difficultic s involved in proceeding 

.-, * rUpidly to establish aE;encies or to institute cont.rols and. fimllly, the 
tendency to organize activities arcund giwn personalitios'~~LLi al~rays be 
limiting factors in the development of detailed mpbLLiz3tion @ns. It 
occurs to me that the princip,al contribution of an occnomic nobXlization 
agency would be not so much to define in detail an or~anizntion plan, a 
logistics plan, etc., as to define the kinds of probl:ms that must be 
solved, factors to bc taken into eccoM,; in other v:ords, a check list 
together with guides representing an xgpraisal of,tho experience of 'Gorld 
Jar II adjusted to current knowledge of warfare methods. In my opinion, 
we crznnot assume- s full-blown wartime organi- ,,tion im~:cdi.atteiy upon .-the out- 
break of ww even in >n age of atomic weapons and guided missiles, It t&es 
time to employ people; to obtain appropriations, to find space, to obtain. 
supplies and equipment, to draft regulations, tc form industry advisory 
committees, and so on. I would suggest, therefore, that instead cf attempt- 
ing to fonmlate a detailed organization plan, that mobilization planning 
emphasize primarily such problcns or techniques. as. the cst.imation of 
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military requir&Ci.ents, scheduling of prorducticn and ~;:obi?.iza.tion of i>CnpovrCr, 
which xLl1 be present regardless of the type of organization formulated to 
administer it. This in no way IIJOLG~ prevent the careful 2inaiygi.s of weak- 
nesSes of the organization of the civilian agencies and their relation to 
the military agencies for use as guides in the event of future war. FCJr 
example, failure to integrate civilian agencies into a single agency em- 
bracing prices, production, manpower, pages, and transportation Should be 
studied carefully. The tendency to establish Czars over rubber, petroleum, 
transportation, I^rrel, and food despite their advantages probably could 
have been achieved more effectively within the framework of a central 
mobilization agency. 

. Only after time-consuming Le -1 lays and disputes was 
there a recognition of the problem which forced the establishment of the 
Office of Yar biobilization. 

I sugc;est alscj as an ayea for siytlcQ'/ the :'ailure to take sUfiiCiC?ntly 
tit-0 account human factors in mobilizing full produCtion. The overcrowding 
of j.ndustria~ facilities j,n<o areas lac]c;jng hxsing and Community faCiliti.eS 
invited con,estion> hardship, 2nd 10X~iTclL production D A further area of 
particular importance to cPJS.ic3.n agencies :wS the IaCk of a plan for de- 
mGbilizing eCOnOmiC COntrOlS. Boi,h W and VJ Day found us relatively aa- 
prepared with respect to the policy for Cutbacks in xar ?roduC-LiOn, the 
disposal of surplus property, tad the use of manpower ccntrcls to chSnne1 
emp1o:ymen.t back into civilian production. OF& 2nd 'Z:C I-cere both far behind 
the ;:;pD in realizing the full effect of the end of hostilities. I suggest 
for particular study thC Civj.,lian defense function and the use of civilian 
agencies federal, state <ild local, 

if many military leaders 
in the event of =another w.r, If the 

warning is correct, s-nd i am tiCtied to -feel 
the-.. have underesttinated. rather -thm overestimated the fu;il i..mpo?&mCe of 
this subject, ~-:e face a serious nroblcm of civiliaii defense in tho event 
of another war . Should the mili%;,tli:yy hS*.ve full and complete control Of 
cGmmunitics subject to bombing &ta&s ad to ?-[hat wxtont can me rely 
upcn these communities to plan their de-nloplont a-xi, activities to prepare 
for bombing attacks in a min5.mu.m of ti.in~?? 

!'Sith respect to the war mobilization agency itself, xhrt should be 
its role in. hcl@-g t,2 establish a >;ar ai;ency organization. Is it possible 
to provide in such ,313 agency a nucleus cif dqorts in those variow fields 
which could bc expanded into a fU,~iy;-&vt~iG@ '\tTar OrQ~~jJ&i(;ri? Is it 
possible to USC indus-try advisory ccrwA.ttoes ix pianninng for 1x2 ,mowbiliza- 
tion which Could like~tiiso be utilized 2n timo of war? Finalljr, study should 
bc given as to what contingency or stand-by l;:~isli --tion Should be rcquastcd 
aS a part of a mobilization clan* Sn:Juld bl&&c$ aut]?hrit;,- i;e given the 
D . ~rosident to estab:z sh agencies without sp3c-jfic icg,islatiy-c authorization? 
NIOSt Of the 3geilCies 2 s t py(ym i&s l-l;3 d dining this mar xeri: crcatcd by Cxccutivc 
order and placed:under the fairly nebulous Office for Eix2r,?pnCy Xanagenent . 
Study should be given -50 x~hcthor present legis lcticn doalicg with Such 
1nattcrs as requisitionin&, stock&in$, !:lc:npoxGr m0bili.z at-on, economic 
stabilization is deficient 2nd hG+; far XC should go in lcgisl2ting on these 
matters lx advancs nf a pwiod oi‘ c2r inobilization itself. 
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MR . s T4ATS - * 
: 

This concludes the writ-ton part of my paper. I appreciate very much 
havtig the 'opportunity to appear bcforc you. If there are any general 
quostionsp' I l;sill be very happy tc try to armmr tncm; twc of my collcrgues 
arc! here ,vith me. If I cm't msxcr them perhaps they can. 

A'STUDEKTO D 

I haven't so mch question as commnt. Tills is c3?_ %ho subjccT, of 
prccuring agencies--regardi.n~ the disposal a.ffcncies, the prcss~and the 
politicians have taken quite a lot of time 7i.u critizing those disposal 
agencies, &d I don't think it is ~m11 for national security that c:$thcr 
the Amy or Navy procuring agencies should be the disposal agmcics due 
to the lzck of confidence U-at may be raised just becmse of i;hc: trial 
that they bring out in tho papers. 

IdiF; STAATS : 

I didnrt intend to convey the i~p~ossi~~~ t&t I thought that tbesc 
policies should be laid dam by the prxurmcnt agencies. I tlxi& Cgwresc L L 
in establishing the Surpius Property Brdministration did a very desirable ' 
thing. That agency, as you lnay re.all, is located y:itlCn the Office of. 
:-T .~ar Mobilization and Reconvcrs'Lon. The principal difficulty that I see of 
having a separnte agency dispose of the property is the length of tirnc it 
takes to cstabli.sh the organization and get personnel why are fai2iliar wit1 
the location of the property it8sclf, its vnlue m.d probable market sources 
&quickly as it could bo donc .in ,tho agencies that purchased the property 
origirally. 

I rcalizc that demobilization came rapidly md i: . ‘2 ot of ithese pecple 
iElX lost Within a f;3Vi WGe!;s or lxmths bu; the job is. iar@y 2~ a&Gnistr 
-Live Job j.n 2 pc;-iG$ such zLs ;;~cJ lrz,-~e nepi,re kte don't n&d ;Zigk: prcsswe 
salesmen to got rid of property. &;Li that is ncc&d. is to get it cut md 
lot people buy it. I a;li a&y 'of the: factor that you mentiotied--the 
political criticism--but I think that if loft -~itIz&.'tho &my and r\iav-y 
particularly 3,pfc would h.~vo been sav\;d that kind of criticism, pl-ovided we 
had a central policy agGncy in the picture such as the Surplus Property 
Administraticn or Office of ':LX i:iobilizatim. I know thori, is a sharp 
difference of opinion GII that subject. 

$ STliDENT: 

Yho do these spcciaI czars report to, like the rubber czar md so on? 

iVR STAATS: 

Ejefore the Of3.ce of :'Yar ~obilizaticn was set up in 1943, they all rc. 
ported dircctlg to the President and the President was the only a@nt of 
the government who was a common supcri~r to them. 
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I miL,ht talk a little more on that pcint since it does get right at 
the: nub c=f this T;rhole issue. Instead of establishing an 3ffico 0f 7ia.r 
idicbilization to begin withg yrhich cc&d act for the Prosidcnt in rec3nciI.- 
ing different view amcng the agencies, me had to lwait until w had es- 
tablished a large number of ?@ncizs with almost o &equal authority before 
the siturztion nas recognized, and WC; did establish an Office of ?ar Xobiiiza- 
tion. 

I night add too this thought, that the Office of 'Jar Xabilization was 
conceived by the first txc heads of that ngency as IargeIy a judicial 
function. It had a very small stsff of less than fifty.'poople. ThC?y 
CCRl1Ck-l ‘t dc 8 great dezl by ?ay of farmulzti,ng plans and programs with that 
size of agency. About aI1 they could do was hear disputes between agencies 
and attempt to settle them. 
lems. I bcl.ieve 

Occasionally they did get into spxific prob- 
at one tx.iic thrrc 52s a cutback in shins. L I believe it was 

a paper cutback, if I recall the datzi1.s ccrrectly, but the cutback in 
skip w.s ordersd by OLIN in iatc 1943. There wex a few CCLSCS of thxt type 
'cut it cperated largely on the basis of settling disputes betxeen the 
varims agencies. 

A STUDlWI: 

Yould you comment on the control over nrocurcment cxerciscd by Smaller 1 
:i:ar Plants ? 

MR. STAATS : 

Yes, I rrc.uld g1.ndl.y comxnt on 3x-t. Tlnesc &hw gen-tlemcn here might 
like to comment on it too (rafcrrin:; tc Mr. Zchring :xd Xr. East). 

AS god my Ex~"ll, the prcssurc tti distribute contracts to small firms 
started early in the xw ns s jnczl 1 bus in e s s e s ?,W re denied mn",crials. They 
found that they acre unable to get mcltcrials--and ‘at that time ~';PD set up 
a contract distribution service which was designed, as I rocCL it, -kc aid 
the procnrcmcnt ngcncies in placing contracts 
that certain small firms 

and pcin-hg out to them 
YKAT in FL position io sup$y receded ITX prshction 

itCXE . That prcvzd to bi: unsatisfactory frcm, yx~ nigh!; say-, a. political 
standpoint nrid there: XF:X s::t UD a Smalicr I,iar PIants Division in YPB . 

IJow, perhaps ycu gentlemen (referring -ti, Mr. Zehrinr and. Mr d 3ast > 
col~id help ae iq expia-&lkg the crigiral allt41tzrity ;f that S:iiaII~r -:a:r 
Piants Division, but it pr::ved tc be unsati. sfactory t,:: the Gcngress and 
they established in lcp43, I believc-- 

XR. ZE:iRING: 

(Interposing) 1942 

XR. STAATS: 

( Con-tjnuhng) --a Srliallsr “7 Ir,.r ?l.axts Ccrpa-ii,zn, which had specific 
authcrity with. respect to plecemcr:t of war contracts. 
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I know tlxre is a l-e& differcilce cf ;@.nion on the subject. I have 
heard the: opinion expressed mny times that ccntracts would have been 
distributed by the p*ocur~w~ent agencies thenselvcs tc snarl bilsiness~~ with- 
out the. necessity for an cutside goveimT?ntCl zgcncy, 2nd that it CZXYZ 
about 8s the Eccessary result GE stepped u? VKC prc;duction. 

(To xl-. Zehring ad &. Bnst) Do you ~mnt tc; ccm~ent cn that? 

m. BAST: 

I just wanted tc add the-re that the cziginzl Smaller L2z Plants legis- 
lattion authmizcd the cor~orr!.t~ion to t&c! prim contracts if necessary and 
$SS .th,~:~ OEt to si2311 mmufacturers. 
cei*ti'fiebl by the head of ~Z2. 

Those ccntracts, hcxwnx, had tc be 

j?pL. S&qATS : 

The pri& contracts that shcy entcrsd .into were vmy few in number. 
I bel.ieve there was mi: for furnikxrc. There lw.s GilC, I believe for-- 

Ml? .- BAS T : 

(Interposing) --cement bcxbs 

me STAATS : 

(Continuing) --fw bmbing Frm-tice. There 'mm a fez ethers. Out3ide 
of that, my impressim-- perhqs you have sc:::x pat icular oxpcriencc fron 
visiting Smllcr %r Plmtm r3 Offices in the field is that they were lxrgcly 
needlers in detlling i::ith prccurcwnk agendas. 'They imuld bring then a 
list of firm that cov3-d woducc 
con-tracks with those fir:&. 

,2 giT!cn j*:cn md try tc get thea; to plzce 

A STUDENT: 
,... 

I an glad gcu used the vrcrd f'necdZ.cr.l~ 

MX.ST/&TS: _, 
: 

I think that the SGLL~~~ ,?7ar Pl~zts c rg2niz atim TJ3S r:c-L ‘ChC cnljr 
needler orgmizcticn in the ,grmxrrm~nt &uAng th2 wcr. 

A S!FUDENT : 

I would like to kriox if YOU ~~mLLd cmmnt on hobo &ta.ls Reserve with 
the Burem of Xines cporated tin ccmjmc-Lion with niiacs that they eqldred. 

MR. STAATS : 

I dcn't have too much of the dctciis on how Xetals Reserve Carpcr~:~im. 
operated. Xy impressicn nas thct liletrzls 3cserve ~~a.5 engaged. in a progrm 
largely of ixerseas prucurcmnt. 
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(To Xessrs. Zchring and Bast) DC. yc-2 gsntlcmen gave anything c-n thztb; 

ivE. EAST : 

I dann't think so. 

UR, STAATS : 

I am afraid +le can't ccwznt tot, much on that 

A STUDdhT : 

Y&at j..s ycur ccl;~~cni; 3r~ i2nc knc;.dedge that tlic head of the: Xar Fro- 
duct;iGn Board T,:LIS& 1la-r~ Gver-&l str~tegy~ -;z~jul&~'t it E~.~SO be necessa:-y 
for the ::\a% Frcducticn Bczrd to have full knmicdge of cxpend:Lture rates, 
inventmy, SiOCk I-OVClS, to iXkC+ Ci decision as to the contrcversies? ' 

MR. STAGTS: 

i bclicve 11~ did hzve pretty g(~od infor;lziicn 32 those subjects. 
The Program Bureau of the Iiar Production Board and the Division of Re- 
search and St:-Mstics, I'believe, had a pretty cw~rchcnsive picture: of 
the expenditure side pzrticularly.. I bclievc that knc?;ilcd@ cf inven-tc;ric,s 
x&s never quite as ccm@etz:, 

MR * BBS T ” 

That is right. It 1?2S cantin~aiiy 3 question cf stcck lcvcls in 
pipcltic and SC, in. I knovi that the stc;zks !z3.wrsc;a.s, of course, wert 
something that YPB just didn't IiZlVf2 xkguzte irifc;ri;lC+tl~3n on. 

Ni, ZEYRMG: 

1 think you night add, Xr. Stnzts, that t'hc: Amy 2nd 3axy allmys 
to 3e a little rcluctznt IX 2i.w up such -infcr~~&icn. 

A STUDENT: 

They didn't have it. 

A STUDEJJJT: 

As I -LLrderstood the picu'cru, they used as zn eqcnditupz rate to 

tlhc 

the 
X'ar Froduction Board both their st-sckpiling rescrvcs overseas znd that 
which ~2s actually spent in cperat4on, SC it wsnlt qc:ii.te f~ true picture 
thct wzs placed ugGn the Production 3oa.rd 2s to the eqenditure rcto. 

~XR. STAATS: 

In .othzr w;rds, it did net segrcgntc~zteriais beiag procured for 
stockpiles and m.tcrials gc;:iEg diwct intc w2.r prcduction ~ I had the 
impression that zt least ttig had an esti-nate Oil t&et CV~X thcugh the in- 
i'orzzztion may not hzvc been as complete. I dr;n"r, knew that I havo too 
much specifically tc ,?dd to that point; do you, Bob? 
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XR. ZEHRING: 

I think what you said generally is true. My impression, as Xr. Staats 
stated, is that :TPB% inventory information on stock levels leas volry in- 
coqlote and perhaps it goes back to the fact that the Amy and Navy didn't 
have that infomztion, althcugh I recall zt tims r,%en the Amy 2nd Navy 
did have it and were nest reluctmt tc give it up to a civilian agency, 
perhaps also for good rcasm, but it hzd the cffmt frequently of handi- 
czpping BPBls role in ,distributillg ;x?wrials, ix ;:iy opinion. 

X2.. STAATS ". 

I would like to add me further point on that, if I might. That point 
goes tc-' this gencr& quo&ion as to :;:vrhi: till;, r t;qc, :.-jzr Production Board or 
civilian supply agency shculd have the auth:ri.ty to exorcise review in the 
placement of ccntracts and question the rate at which contracts P'TWC being 
placi;d in cxder to avoid overc2xxsion of contracts 3s z.gainst available 
supplies. Currently thi; cnly parz1leL‘wo have m thr.t is t'nc situation 
now existing in case of hclusing i;~hcri: w have overex.tendod the authsriza- 
ticps to produce begmd available supplies; md the result is we haves-' 
partial c~plet icns cn thowands end thousands of h~.scs, and ~.ie cannot go 
ahmd and complete those that are mest urgently needed, 

Nm ve didn't actuaJ.ly face, I dcn't beli\?Ve, that same kind of 
situsticn during the war, but infcrmation that I have is that at no time, 
even with material cuts by VPB, did the iirmy and Mavy actually cut back 
any contracts that had been let or hold up the let-~-kg of contracts which 
had been pretty well along. In other words, there was ths possibili+,y 
that if the production of w.tcrials and components had net &en speeded 
up in a <Cm tist~~ces we would have been caught with nartiai co!npleti,ons 
on a lot cf our cintracts zld would have had to wait on perhaps .scm 'very 
urgent items to be ~~ompleted. 

,. COLONZL GALLAGHER: 

This, perhaps, Xr. Staats, is an invclved question, but you mentioned 
in the event of a future;: ::Tar it would bc held proba'Ae that the scarcities 
we witnessed in the present wzr ?;jould be much greater, That is a fact on 
which I don't th-ink canyonc could erguc. During pcaccti;;lc there is a little 
research in the field of deve1c;p::zcn-t of nw processes for utilizing sub- 
stitutes, all of the vo";riws things that XPB advocated, simplification, 
conservation, substitution through -the limitation crdcw* Aa9 and so forth.. 
Is thcrc any way you know of ir:. which a better ?;,-orking relation can be made 
between the military fcrces and :-rhat we think of as the peac.etime gown- 

.ment agencies in the field of research to develop more adcaAuate supplies 
or substitutes for th,-,se th-?ngs which we classify as critical? 

Et, STMTS: 

'. That is a -i~u@ one and a lit-tie bit out of my field. I think the 
experience we had durtilg the war :i~~ith Xr. Bushts organi,ation, the Office 

: of Scientific Research and Devclc~pr.~eni, 
&n into poacotime could do a groat deal, 

and agencies cf that kind carried 
I think that is pri;-larily a job 
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in poacetizw at least cf military agancies lending such support as they 
can through civilian agcncics such as the Bureau of St,andards end Bureau 
of Xines and possibly ether agencies that have respcnsibilities in that 
general sphers, but in y<?arttile I think you have to do something else. I 
think ycu have 'co sot up specials I i;rouid say> civilian machinery to do 
the jcb si, that it can be tied in bcth with y;;ur civilian prcducticn agency 
and your ;::ilitzry agency stretching these supplies as far c.s they vrill go 
Lmd exerting every wnce of effort. IL is very difficult to do that kind 
of jcT0, it S;)c!JS to zle, in poacctim except by the services thenselves. 

A STUD?Q~T: 

biay I have your ccmzent, sir, an the possibility of the necessity for 
a gco~rcphical organizeticn or rcgicnal organization that will have ccntrol 
0vc:f all government aqcncics in a oarticular regicn? 

m. smns : 

Yes, I v:ouId be glad to cowcnt on that. II' YOU ~Fll racall, the 
Senate ~,~ili.tary Affairs CcmzG.ttoe dealing with the subject of ~2:' orgar~iza- 
tion, included in their Draft Bill 607, a provision :21,ich would havu re- 
quired that all the civilian activities under control of the ccntra?l. agency 
be grouped togcthcr in common regional offices. I don't thtilk though that 
they had gone into that problem quite (:ts carefuliy as they mi;:ht cr they 
night have roached a little different c~nciusion. It is a highiy desirable 
objective, however. 

An effort sw.s ac.de under the Office for Eziergency Xanagement tc have 
central regional headquarters offices f:':r ali the civilian war agcncios, 
t<z house: 'chey.1 in the SX.E building and tc pr:.vide the common acMnistra%ive 
services fcr thCi2. Now that wcri-od nly reasonably wli partly because 
there wasn't any cc:r?cn head for all thcso agencies. You had '?iar Producticn 
Board, Office of Price Administratin and a numbor of other agencies. There 
was rcaliy nc cordon head at a11 in the field. ?he result ;'.KLS that they 
puLled in different directions. The fact that they were in the same building 
helped SOLES but it wasn't ewugh. Ycu i;culd fixd ~LSG tiat there: nould be 
an agency that prcferrod to now tc znsthcr city; spnee wz~s bcttcr; stcno- 
graphic help was easier to get, or for so:::e reason that wasn't fundnmen%al, 
it pickad up and roved. There was no CcntroI, central CcntroI, to keep them 
in that regional hcndquarttirs office. 

I personally think that a lot could b,e done but I think you would, in 
certain casts, find it necessary to have the main office of c2 given agency 
located in a city other thain 7!;ihzre the main office of the other agencies 
TJerc located . 

For example, the ':jPl3 and the SmaiLer %r Plants Ccrpora;icn naturally 
ostablishcd Detroit as a principal office. It is natwal to e,xpect that 
they ivoul.d and other c~gsricics found that Detroit was not a main headquarters 
office 9 so I think that gou could have different regional city headquarters, 
but commc~i-3 regj.onal bo~undaries, This wculd contribute greatly in avoiding 
frict.ion and bringing abo,~, 7 + better coordination in the field. 1 -think YOU 
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emid do a lot betwen civilian and. miXi-Lnry agencies on th,?;t SCO~C too, 
Th'e oKLy practical difficx3ty is that you don't hme any coAmon authority 
'at the l-1c:q.d of both 50 force then ,I c into thrit kind of pattern. 

You. hzvc certain other factors, too, which mc restrictive. You have 
agoncios in so~:e cities with adrsquxk space rin the ~edcxral post o.f~ice; in 
other sities WV have I several different buildjmgs owxd by the goveru~cnt. 
So it is ri:,2llg 2 pretty tou& thing to woi-lc it out except over z. long 
period of -ti.xx. 

CAPTAJX :,ORTH~GTGN: 

Thank ycu, $II. Staats 9 for a vcr~ interesting lecture. 
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