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RELATIONS BETWEEN CIVILIAN AGENCIES, WAR, AND NAVY DEPARTMENTS

24 Septenmber 1946

CAPTAIN WORTHINGTON:

The speaker this afternoon is lir. Blmer Staats. Since the beginning of
the war he has been in charge of estimates work successively for the tar Pro-
duction Board, the Office of Price Administration, the Cffice of Economic
Stabilization, the Office of Yar ilobilization and Reconversion and several
other civilian sgencies, He has been closely associated with the develop-
ment of the wartime relationships between civilian agencies and the armed
services and has been in an unusually fortunate position to become informed
in the activities in the fields of production and procurement.,

Mr, Staabs is the group head of the Bstimate Division of The Bureau of
the Budget, Executive Office of the President, His subject is "Relations
Between Civilian Agencies, War, and Navy Departments,”

MR. STAATS:

Captain Worthington and gentlemen:

Introduction,

I have been asked to spezk to you on the subject of the relationships
between the various civilian agencies and the "Jar and Navy Departments
during the Yorld Yar II. I understand that these discussions are quite in-
formal in character and that the primary purpose of this particular dis-—
cussion is to point up certain general preblems of the relations between
various agencies in mobilizing for and waging war. Vhen I have finished
my paper I shall be glad to try te answer any questions relating to the.
general subject. Before I start, however, I think it well to emphasize that
the views which I will express are personal views and do not represent con-
clusions reached by the Pureau in connection with its responsibilities for
agency crgenization, Since the scope of the subject is very broad, I have
chosen to stress primarily the relations between the economic control
agencles and the har end Navy Departments, and I hops you will understand
the necessary very general treatment of the subject, I shall trace first,
very briefly, the development of the wer organization to emphasize its
gradual evolution and consequently the difficulty presented in advance
orgenization planning,. Secondly, I will refer to some of the common prob-
lems of both the civilian and military agencies in wartime and, finally,
raise several gquestions for planning future war mobilisation.

PART X
Development of Organization for wWorld War II did not reach its full develop-
ment until the end of 1943, From the time of the iunich Crisis in 1938

until thet date, the Government was in the process of developing first,
machinery to study the proulem of war mobilizabion, then machinery to advise




the President on problems of national defense, which was followed by a period
of intense preparation for full-scale war following Pearl Harbor, and
finally, a fully~developed war organization following greater knowledge as

to our resources and the scope of the war itself. In gencral, thc develop-
ment of war organization oarkllollod the pattern of development of Yorld

Viar I organization. The Torld Yar I development from a wcak National Defensc
Advisory Commission to a stronger ‘‘ar Industrics Beard, and to an even
stronger Beecond war. Industries Board, was parallclled in World War by the
development from a weak National Advisory Commission tc the Office of Pro-
duction lianagement to the Supply, Priorities and Allocation Board and,
finally, the Yar Production Board. In both cases the development was from
an agency of an advisory and planning character to one with grnat authority
and responsibility,

Therezare.prObably many reasons, which have been fully discussed in
orevious scssions, as to why the lessons learncd from Torld Yar I experience
and the recommendations of the War Resources Board were not used to a greater
extent in ¢stablishing the organization for Vorld liar II., However, I wish-
to stress. that a full understanding of the development of ‘orld “ar II
organization cannot be had except in terms of the menner in which this couwt:
was drawn into the war, our lack of appreciaton of the full magnitude of tho
war and, finelly, the climate of American public opinion which was highly
cpbimistic as to our ability to avoid wer end btrOPgly onposeq to any overt
act on the part of the Government which might be construed as indicating o
warlike intent, One must realize that responsibic officials in the legislo-
tive and the exccutive branch were, in a voery rcal scnsc, resbtricted by or
motivated by the same factors which prevented the institution of a full-
scale wartime organization as scon as it became clear to cur leaders thab
war was probable,

e mist lock at the organization of World War II then as one which
developed gradually from day to day events rather thaon one which represented
the best thinking of those who were responsible for plenning and advising
on the most cffective wartime organization, The period from 1938 to 1940
may be cheracterized as onc of the most. general kind of plenning for national
defense, It was a period of intensc debate as to the position of this
country with respect to the cxpansion of Germany. The first organizational
move was the sstablishment on HMay 28, 1940, of the Advisory Commission to
the Council of Natienel Defenso'w*thln the Cffice of Emergency ianagement
which had been made a part of the Exccutive 0ffice of the President under
Reorganizatior Plan I in 1939, The Countil of Nationel Dofensc incidentally
had been cstablished by Act of Congress in 1916, virtually as & committee
of the President's Cabinet., The principal purpose of the Council and of the
Advisory Commission was to advise the President on various aspects of the
econory concerned with mobilizing the country for defense«—to assure priority
for the delivery of materials for Army and Navy contracts, to study labor re-
quirements, and to stébilize the cost of living, In a real scnsc the NDAC
provided the nucleus for later wartime organization. ir.s Knudscn who had
advised the President on industrial producticn became Director-General of thc
OPM in January 1941, ifr, Henderson who had advised on price stabilization be-
came head of the OPACS established in April 1941; also in 1941 were es-
taplished such agencies as the Office of Defense Transpertaobicon, the National
Defense Mediation Board, the fconomic Defensc Board which later became the
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Board of Economic Uarfarc, the Divisicn of Defense Housing Coordination and
he Petroleum Coordinator for National Dafense. Therc was also established
a special Information Division, a Rescarch and Statistics Division, a
Division of State and Local Cooperation, and a Tax Certification Section--
all under the NDAC within OEM. A Selective Service System was cstablished
pursuent to Act of Congress; am Office of Export Contrel was croated directly
‘under the President to screoen cxport licenscs, the Treasury Department wes
‘asked to exercise control over forcign aircraft orders, snd a special
Office of Coordinator of Inter-Amcrican Affairs was cstablished to promote
wmisphere unity, The RFC was brought into the pleutre to help develop
stockpiles and in the manpowsr ficld a program wos cstablished for training
within industry. Also an lmportant step was takcn in establishing the "
" Defensc Research Council, The establishment of these agencics came rapidiys
there was no effective point of coordination below the President; and thorc
‘was considerable confusion as to lincs of authority and jurisdiction,

Beginning in 1941 with the cstablishment of the Supply, Prioritics
and Alloeations Board, bthere was a recognibtion of defense preparations and
defense procurement was rcaching proportions having a definite limiting
cffect upon goods and services available for the civilien economy., The
establishment of SPAB, including representation of the Scerctery of War end
Secretary of the Navy along with other civilian agency heads, was designed

to determine total requirements of materiels and commoditics necded for
defense end to establish policies for the fulfillment of these requiremente;
and to detormine pelicics and regulations governing allocations and pricritic
in the production of materials for all aspects of mational defonse including
‘pewer, fucl, defense aid and civilian suvpply. It was a planning agoncy and
dependent upon OPM to carry out its dircetives. The Chairman lacked the
necessary authority to make the agency effective and it became necessary to
supersede 1t on January 16, 1942, with the WPB. Except for petroleum, the
responsibility for which had bcen placed in the Secretary of the Interior,
end the prices, the responsibility for which had been placed in the OPA,

~ the WPB was desigred to establish a peint of authority and coordination

over war production, The Chairman was authorized to exercise general-directic
over war procurcment and war producticn; to determine policies, procedures.
and methods of Federal agencics in obtaining supplics; and to report to the
President on the progross of war producticn and war procurcment. The Boardts
authority cculd have been interpreted broadly to have authorized the Chairmen
to transfer all army and navy procurcment activitics to the “PR. As such it
wont further thon any steps contemplated by any peacetime industrial mobiliza
tien plan, It became nccessary to reach an agreement with the Services as

to their rclative arcas of responsibilily, and such an agrecement was reached
in March 1942 with the Var Department, socn to be followed by a similar
agreement with the Navy Department, under which the War Department estimated
military needs for supplics and equipment and translated thesc nceds into
requirements fer resocurces, including raw materials, plants, tools, and labor
It was vnderstood also that the Uar Department would expedite production

for military items, componcnts and sub-assemblics wherc there was no conflict
with the procurement of other agencics. It was to conserve materials and
menpower by substitution, simplification, and standardization. And most
lmportant of all, it undertook to purchasc supplies including the negotiaticr
placement, and administration of contracts,
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Sinultenecus with the development of the UPB in the criticsl year 1942,
both the War and Navy Deoartments were extensively reorganized and the
combined boards wore cstablished containing civilian and militery represcen-—
tation to develop coordination with the United Kingdom and for the develop-
ment of joint defensc plins with Canada. The civilien agencics likewise
shifted from a national defense to o wartime basis by the establishment of
a Tier denpover Commission and a Yar Shipping Administration. A Smallsr ler
Plants Corporation was cstablished by Act of Congross to assist small
business in meking an adjustment from peace to war. A Petrolewm Administra-
ticn for iar and a Sclid Fuels Administration for ‘ar were cstablished,

The rubber crisis lcd to the development of a semi-autonomous Office of the
Rubber Dirgctor within the 7/PB, And a Nationcl Housing Agency was establishe
to more effectively combat the housing shorbage. The Lend-Loasc and

foreign procurement activitics and the contrel of imports and cxports passcd
from various agencics into a Foreign mconomic 4dministration roporting

dircet to the Prssident. The Office of War Information likewisc reporting

to the President had been esteblished to coordinate informabion activitics

at heme 2nd to assist the military agencics ond the 0ffice of War Informa-
tion in dovelepment of en informotion program dirccted at occupled end

enenmy countrics, The President transferrcd the prioritics powers relating

to food and foodstuffs from the WPB to a Var Feod Administration cstablished
within the Department of Agriculturc, By the ond of 1943 the principal
wartime agoncies had boen cstablished; but it was aiso clcar by the end of
this peried that the TFB lackcd the authority and rcsponsibllity to exercisc
the neccssary dircction over thosc aspects of the cconomy which related to
the conduct of cconomic contreols ncocessary for war, The President, therefore,
faced the scrious problem of coordination at a level above the UPB. The head
of the Office of Econoric Stabilization, which agency had been madc neccssary
as the result of necd for coordinating wages ond prices end the division of
authority relative to the prico of foods botween the War Food Administravion
and the -Price Administrator, wos appeinted in 1943 to hcad a nowly cstablishoc

ffice of Tar kobilization. The voricus sgencies concerned with war mebiliza-
tion, including the Sceretory of War and the Sccretary of the Navy, were
reprosented on & ior dobilization Committec; the Chairmen of the Committee
had broad authority to develop wnificd pregrams and establish policies for
the maxirmm usc of the naticn's industrial resources for military and
civilien needs; to develop plans for effective use of manpower; for cconomic
stabilization; aend gencrally to adjust the cconenmy to war necds and conditione
While the prioritics powcrs remsined in the Chairmen of the 7PB, the Director
cof OUMR had authority to issue dircetives governing the use of such priorities

PART IT

Specific Arcas cf Operating fclationships Between Military and Civilian
Agencics During orld .ar ILl.

_ This part of my paper is devotcd to pcinting cut scme of the principal
-arcas of operating relationships botween civilian control agencies and the
militery agencies during ‘orld War II, which would necd te be taken into
account in mcbilization plenning or in nlanning the organization for ancthor
war, : :
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5. Allocation a2r:d Priorities Controls Over Meaterials,

WPB through 2llocation controls, preference ratings, and the controlled
materials plan chdnnell@d meterisls to munitions and the other essential
civilian i’).L'Uu.leta.;_ull. The .ULJ_LJ.M,,LJ gservices insisted L..yu.u LbSu_LU.gJ cuthoriza~’
tions for materizls tp prime and subconbractors producing wilitery end items,
In general, the military services’ distributed materials under genercl allot-
ments from the WPB to their ovm prime end subcontractors, whereas the 7PB
distributed materials to broducers of common components and essential
civilian items.

T o previous materials controls
v :gh the procurement agency rather
tho iDR cxnnﬁh01n+ this feature was

~ O

he principal departure. of th
plans was the allocation of materdi
than direct to the cantractors., Fr

J

purtlcularly'ne]pfu1 since it resul t d in o major incentive for tae procure—
ment agencies te tallor production programs bo fit availlable supplies. ’

6. Production Expediting and Scheduling

In general, the military services assumed responsibility for expedltlnr

duection r\f‘ mﬂ1 itoryr end dtemns . where PR had racrhomadind ity for ex—

prow Voaka Al d JL.J.A._I-VMJ_J SrLldvg .I_U\IJ.LLLJ’ VLI LD G BV L LS ALCANA J.UL)_LJU.LLLJ B e \JJ -L\J-L AN
pediting production of raw materials, machine tools, general industrial

supplies, and essential civilian items., " WPB assisted the services in ex~
pediting miiitery production through breaking supply bottlenecks through
priorities assistance, engineering. "know-how" and enforcement of priorities
regulations. The Ver Manpower Commission, in cooperaticn with WPB, es-
tablished within industry program. WPB stimulated the establish-
ment of pl mittees to improve '

men<v oL pL ant labor m:nagc* prove labor le.a.CuU.LUIlu and
increase production, In addition, WPB provided munﬁnemert comsultlng BETV-
ices to industry nflmhr11v bo promote. 1ho ader f wage incentive pro=
grams. WFB plgycd an 1mbortanu role in refereeing bOM““tltlon between the

rocurement services for the capacity of individual vlants through schedul-
ing components cnd freezing schedules,

r e i e

7. Conservation, Salvageg Simplification, Stendar

Q,

ization and Resecarch,

These functions were designed to increasec prounﬂfﬂcp within available
meterisls and capacity md to promote the utilization of existing materials
and facilities, labor and plant capacity. #Although primarily a responsi-

bility of the WPB, the military agencies again assumed. wosnau5101lLty with
respect to the production of military end items. . 7PB issued periodic lists
of critical naturlais to be used by the services in their comservation pro-

grams. The OCD aided materially in the salvage progrem by enlisting the
cooberation of state and local governments in connecticon with such critical

1tums as paper, iron and stecl scrap, cordage end rubber. Although the ‘
military services had extensive programs for simplifying and standerdizing
military items in order to conse*ve naterials and achicve more efficient
production, WrPB rendered substantia L assistance to them in achieving these
ends, o

o
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8. Redistribution and Control of Inventories,

“WPB attempted to move frozen inventories and cxcess quantitics of
materials, tools, and equipnment te plants producing urgently needed war
manitions., The services conducted internal and interagendy redistribution
programs. In general, WPB established maximum limitations on inventory
levels of critical materials and regulations for the sile of such materials,

9., Requisitioning of Plants and laterials,

WPB certified the need for requisitioning of materizls and plants for
war production purposes on actions initiated by the military. Actuzl dis-
position of the requisitioned materials was hendled.at times by the military
agencies, other times by RFC or WFB.

10, Relating ¥ar Production to Manpower Controls.

WPB was originally assigned responsibility for labor recruitment, but
with the establishment of the War lianpower Commission in April 1942, this
function was transferred to that agency. It was essential that the two
agencies work closely together and to facilitate this the WPB continued the
Office of Labor Froduction to help in working out bottlenecks in specific
plants and an Office of Manpower Requirements to assist in translating WFB
production goals to the number and types of workers required. In order o
assist the War Manpower Commission in getting labor to points wherc it was
needed most, the WPB periodically revised the Production Urgency List, Tt
also advised with the Selective Scrvice System in detormining which workers
were most cssential in war industries., It further certified to the War
Labor Beard on occasion requests fol wage iricrcases which it considercd
necessary to assure adequatc lsbor supply to csscntisl plants,

11. Haintenance of Adequate Civilian Supplies, .

The Office of Pricc Administration and Civilien Supply, and later the
Office of Civilian Requirements within the 7/PB had responsibility for de-
termining the quantitics and types of civilien non-food items essential
for maintaining the civilian cconomy., The Jar Focd Adninistration was charged
with tho responsibility for determining civilian requircments with respect
to feod and food stuffs. Likewise, the ODT, the PAC, SFAW, and NHA were
responsible in their respective fields for maintbaining essential supplies -for
the civilian economy, The role of military services was to call attention to
specific commodities which they belicved non-essential, '

12. Inter~Allied Controls and Allocation of iMateriaels and Other Resourcas.

Combined committees and boards with both civilien and military represen-—
tatives woere csteblished for the principal nurpose of allocabion of materials
and other resources between this country and its allies, These combined
commitiees and bogrds were tied very closely to the agencies charged with
production in each country, o
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13, TImport and Export Controls,

The Board of Economic tarfare .and Latcer the FLT zign Beonomic Admlnlstra-
tion in collaboration with the Stote Department and the RFC were responsible
for increasing imperts of critical materials in short supply 4n this cnuntrj
and for controlling exports of commcditics necessary for the prosecution
of the war. The specific comacditics to be contrelled were established by
the 7PB. The FEA alsc had important respumsibilities for eeononmic warfare
threugh use of such. devices as preclusive buying and the preparaticn of
anslyses for the military services with recspect to such activities as
strategic bombing, : , -

14, Economic Stabilization--Control of Prices, ‘lages, Credit and Purchesing
Power,

The maintenance cf stoble prices and wages and controlled inflation had
an dmportent bearing upon placing contracts and the cost of mlllt&ry Adtenms
as well as having imnori:nt bearing upon worker efficiency and morale, QPA
price controls applied to a large number of items of comnon use by militery
and civilian agencies. The bulk of military end itcms and compenents were
exempted from specific controls and such controls as were maintained werc
through the devices of negotic tcd prices, renegotisted contracts, and
thrcugh repridéing of contracts. 'thile the Services had responsibility for
centract pricing,: the Procurement Pelicy Board, chairmanned by the WPB and
including representation from the CPA, was authorized to issue governing
general policies., The WPB, the Federal Rescrve Board, Trcasury Depcrtment,
and many oOther cgeacics had respensibilitices for the stobilization program;
all made essential because of the imcrcascd veluse of wertime expenditurcs
and reduced production “i civilian goods, ' '

15. Meintenance of GlV ilian Protection, Internal Sgcurit and Civilian
2 3
Morale,

While the protecticn against enomy. invasion was the fLSDLnSlb*llty of
the Armed Services, the OGD, the FBI, end Q0C, ond the 001 had important
responsibilities for assisting the nilitory in nobillzing civilian groups
in comnection with such matters as the civil air petrel, air raid Dreﬂﬁutl
the maintenance of ess bntlﬂl comuunltylwurv*vub, oulvugv, cte,

16. Reconversion. Planning and Domobilization of Har Coentrols,

Principel respepnsibility for récenversion planning was cxercised by the
WPB. Actions token by WPB in advance of the end of the hestilities imcluded:
(1) resubstitution c¢f prowar moterials in products; (2) resumption of a v
small amcunt of programmed civilian prodectiony (2) autherization for COR
tinuance of civlian production after wilitory reguircments had been mets
(4) relaxation of restrictions on aluminum and magnesivmg (5) veluxatlon of -
restrictions on production of machine teols, other capital equipment, and
experimental models; (6) relaxation of restrictions on single qunt Droductlor
of civilian articles kmown as the spot authorization Dlan.
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Recenversion plarﬁlnb requircd participation of the militdry services
in. giving civilian agencics advance notice of military outnbacks so that
adjustuents could be made in relexaticn of orders ond redistribution’ of

labor forces and in the duvelopment of reconversion pricing policies,

_ The military scrvices had a great stake in reconversion planning because
of the psychclogical effect 1t would have as indicoting the carly end of the
war ond the fear thet the needed muniticns production weuld suffer through
the efforts of manufocturers to resume civilion precuction at the carliest

possiblo date, To aveid this, military agencies cxcreiscd great influence
in the WPB agulnst premnature autherization of civilien preduction and re-

£

laxation of wartime controls,

Two very impertent aspects of planning ior the terminaticn of hostilities
are the settlenont of war conbracts and the disposal of: surplus property.
After extensive hearings the CuhngSS passcu legisletion on both subgects
and established central policy agencies to cerry out the preovisions of the
st;tutos, an Office of Centract buttlement and a Surplus Property Administra-
ulon. In both cascs careful advence planning was necesscry if the jobs

rerce to be dene spccdlly. It was nocessary to estimate reductions in require-
nents for wer materials which would occur wider verying assumptions as to
'uhe‘mllltarj situatior and, finolly, the preparation of tentative schedules
of contract termination, plant by plant, to adjust war prcduction accordingly.
Since such planning had tv be based upon strategic assugptlcnc tc 2 large
extent, and becausc the contracting cofficers were mcst completely familiar
with the ccntracts themsclves, it wos logical that a large part of the
plenning &nd operaticnal aspcets of the jeb snovld be denc by the Services
thenselves, N

It wes vrlg;nu*ly conteuplated that the role of the OCS and the SPA
would be to assure uniforn pelicics cs between contracting agenciecs and to
~provide a point of consultation with the civilian war agencics--tar Manpower
Comnission, S\PC, FB, OPA, ctc,

‘ The repid end effcctive work which has been done in thp Ilcld of
“contract scttlemont offers rethor sharp contrast to the nore cunbersone
‘arrangenents and slower progress in the U*uozoﬁl of surpius property. Bven
;after taking inte account the differcnce in the nature of the tWé job I
- am of the opinion that the surplus dispesel program could have beo huﬂJlOd
cmore effectively by the procuromcnt agencics themscelves than thr ug h a
© scries of separate specialized disposal agencics, -

PART IIT

~General Questions Relating to Future .artime Orgenization,

L. Should there be established e central agency with responsibility for
contrels over all econcmic rescurces—-transportation, labor, prices,
production, distribution and communications?

A central sconomic cgntrcr sgencey in wartime has many advantoges. This
plan is gencrally considercd te be a cenclusion of Bernard Baruch and is
similar to thc plan recommended by the “lar Resources Board in ccoperation
with the Army-Nevy Munitions Bcar'1 which made 1ts rLQO“t in 1939, It also
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‘represents the conclusion of ﬁhe Subcomnitiee of the Senate Committee on
" Military Affairs csteblished to study war mobilization in 1943. Such an
. egency would clearly centralize responsibility; it would provide for more

consistent policies and the earlier resolution of problems which during
the past war became the subject of inter-agency differcnces in policy and
procedure, It would also cnable industrial groups to deal with a fewer
number of agencies in the Government on such metters as manpower, prices,
wages, and priorities controls,

" Against these advantages must be weighed the difficulties of organizing

;a central agency which would embracce all typcs of cconomic controls, %When

an agency becomes too large in size, the result nmay be cumbersone machinery
and consequent inability to act with dispatch. Further; scparatc agencies

‘ofteri provide a check and balance arrangement which is desirable provided
. that an effective point of decision is avallable to resolve diffcrences

“speedily. Witness the great efforts on the part of the OPACS in the defense

period in forcing the OPM to push for greater corversion to war production;
witness also the influence of the military agencies in obtaining more drestic
curtailment of civilian production cfter Pearl Harbor, One of the most in-
teresting organizational developments growing out of the war wos the tendencs
for the industry and the Congress to try to push for separate ogencies to
deal:with particular problems or industries--a rubber czar, a petroleun
czar, a solid fuels czar, a transportation czar, etc., Ve must rccognize
also that the element of personality entcrs heavily infto organizational de-

“terminations of this character, It was natural that the individuals con=

posing the original NDAC should play a major role in helping to organize
such programs as transportation, prices, preduction, ond fuod. But most
important of all is the factor of gradusl evolution of war orgonization
from a defense to a period of full-scale war,. In the cvent of a sudden
devastating attack, however, such a gradual evolution would not take place
and a central wor agoncy might be morc casily achicved.,

2« Is a central civilian procurcment agency for military items nceeded?

The Executive Order csteblishing the UPB was generelly interpreted to
give the Chairman authority to place contracts directly if he had chosen
to do so. By the time TPB was cstablished, howsver, several billions in
war. contracts had alrcady beon placed by the Serviecs, and it was gencrally
considered unwise to change the procedurc, for this rcason if for no other,
It has been argued that the placement of the procurcment activities in a
supply agency would frec the nilitary for singleminded attention to war
strategy., It is also argued that in another war whon materials may be far
nere short than they werc in this war, 1t will be necessary to place the
procurcment responsibility in a single agency to-provide a morc precise
relationship between chenges in-design, procurcment, and production schedul-
ing if we crc to obtein the moximun use of manpower; metcerials and facilities,
It is further argucd that only in this way can the proper balancc between
the needs of the various services be achicved, In the opinion of Baruch and
Nelson these arguments arc far oubweighed by the nced for a day-to-day
reclating by the Scrvices of changes in design, specifications, and require-
nents to meet technical improvements.and battleficld strategy., The sensc of
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urgency which is ploced upon on agency for fighting a wer could prebably
never be fully transferred te a civilion procurcment ogency. while a pro-
curement agency undcubtediy must adjust its progrom o mect over-all
prcducticn deficicncies, changes in production schedulcs, c¢te., these fac-
tors con best be tromsloted into specific terms by the Services rother
then by o central supply agency. At the scac time, however, if matericls
are extrencly short, there mist be scme merc effective method for the
central supply agency bo review contracts cn a currcent basis ond to be in
a positicn te require cutbacks in specific contracts if necessary. “ithout
this, cver-extension of availoble materials could very well result in
partizl cempleticn of a number of progroms ond the consequent delay in

the completicn in programs of equal or greater importence.

3, How much control should be exercised by o civilian agency cver such
matters os militery reguirements, design, specifications, scheduling
of common components, ond scheduling of nilitary cnd items?

The principel argument in favor of maximunm control in these arcas by
the civilien agency is the need to balance competing military demonds with
gach cther and particularly te balance the nilitory against competing
civilian requirements. The civilion agency sheould be in a position to ques-
ticn the desirability ¢f frequent chenges in design ond specifications which
nay not add materially to the volue of the product, It is extremely diffi-
cult, moreéover, for o civilian requircments sgoncy to detocrmine the needs
of the Aray in releotion to the Navy and Maritime Commission for steel except
in terms of the scheculing of common components and military end items. The
civilian claimant agencies, moreover, in presenting requirements for such
matiers as housing, transportation, farm machinery, etc,, would never feel
that one claimant such as the laritine Comulssion, the Army or. the Navy,

- is completely aware of the importance of their respective areas to the war
effort, The question of the extent of civilian versus military control of
requirements, specifications, scheduling, and contract placement is one of
the most difficult in the entire field of organization of the war progranm.
Even' if the military had competence fto do so, it could not persuade the
public or industry that its judgnent or the need for civilian gocds is

equal to that of an CDT, a WFA, a PAY, or.an NHA. Again it is important

to empnasize the necessity for coordinating machinery built around a central
civilian agency and the necessity for full exchange of views as among all
claimant agencies.

4. EHow much should the head of a civilian production agency know of over—
all military strategy?

, It has been argued that the head o a civilian production agency
~.cannot effectively determine among compebing clalimants for materials or upon
production schedules wnless 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
facters involved in the conduct of war., Iir, Nelson testifies in his recent
book that at no time was he informed of the over-all nilitary strategy.

The President in wartime is the common head of civilian and military agencies
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and, of course, must know the military strategy; I simply raise the question
whether it is sufficient that he alone atteupt. to relate the civilian and
nilitary aspects of the war program. Lany argusents between JPB and the
Services might have been terminated earlier and a greater sense of urgency
achieved in the civilian agencies if secret information evailable Lo the
military had been also available to the head of the WPB,

5. To what extent should use be made of permanent departments and agencies
in wartime?

Another major problem in orgsnizing the war effort was the extent to
which new defense and war activities should be placed in existing govern-
mental agencies. It can be argued that for most activities in wartime there
is a logical peacetime agency to.administer them, However, more detailed
study may emphasize ilmporbent differences; in the first place, most peace-
time activities must continue to be carried on in wartime and warbime
activities must be made the additional responsibility of the agency. But
is the particular agency head best suited for a wartime progran? HNew devices
must be developed, different perscnnel with different background must be
employed, orgenizational lines must be flexible 2nd a sense of urgency
which may be difiicult to acquire overnight must be had. In the case of
food, petroleum, and fuel controls placed in the regular departments,
actually separate agencies were created to handle them,

6. 'hat are the limitations upen the developasent and maintenance of a
detailed mobilization plan?

Perhaps ‘the most important limitation upon the development end maintew
nance of a detailed mobilization plan is the one already nentioned, nanely,
the gradual evolution from peace to war which nay occur and the difficulty
of orgenizing during o peacetine poeriod a definite orgenization plan which
would be most effective in tine of war. Perhaps this difficulty cculd be
overcome if legislation cxisted which would give the Prosident authority
to establish certain basic agencies which in a2 period of full mobilization
could bec cxpanded and fully developed. Uncertainties as to legislation-
which Congress will initiate, political difficulties involved in proceeding
rapidly to cstablish agencies or to institute controls and, fins2lly, the
tendency to crganize activities arcund given personalitiecs will always bo
limiting factors in the development of detailed mobilization plans. It
cccurs to me that the principal contribution of an economic mobilization
agency would be rnot so much to definc in detail an orgenization plan, a
logistics plan, etec., as to define the kinds of problems that must be
sclved, factors to be taken inbo account; in other words, a check list
together with guides representing an azppraisal of the experience of World
War IT adjusted to current knowledge of warfare methods. In my opinion,
we cannot assume a full-blown wertime organization lmmedistely upon.the out=-
break cf war even in an agec of atomic weapons and guided missiles, It takes
tine to employ peopley to obtain appropriatioms, to find space, to obtain.
supplies and equipment, to draft regulatiocns, to form industry advisory
comaittees, and so on. I would suggest, therefore, thet instead of attempt-
ing to formulate a detailed organization plan, that mobilizetion pleanning
enphasize primarily such problems or techniques as. the estimation of
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nilitary requirements, scheduling of production and mobilization of menpower,
which will be present regardiess of the type of organization formulated to
administer it, This in no way would prevent the careful analysis 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. For
example, failure to integrate civilian agencies into a single agency em-
bracing prices, production, manpower, wages, and transportation should be
studied carefully. The tendency to establish czars over rubber, petroleunm,
transportation, fuel, and food despite their adventages probably could
have been achieved more effectively within the frameworik of a central
mobilization agency. Only after time~consuming delays and disputes was
there a recognition of the problem which forced the establishment of the
Office of Wer Mobilization.

I suggest also as an area for study the failure to take sufiiciently
ihto account human factors in mobilizing full production. The overcrowding
of industrial facilities into areas lacking housing end community facilities
invited congestion, hardship, and lowered preduction. # furthsr area of
particular importance to civilisn agencies was the lack of a plen for de-
mebilizing economic controls. DBoth VE and VJ Day found us relatively wm-
prepared with respect to the pelicy for cutbacks in war productlon, the
disposal of surplus property, znd the use of manpower controls to channel
employment back into civilian production. OPA and WHC were both far behind
the PR in realizing the full effect of the end of hostilities. I suggest
for particular study the civilien defense function and the use of civilian
agencies, federal, state and local, in the event of another war. If the
warning of many militery leaders is correet, and I am inclined to feel
they have underestimsted rather than overestimated the full importance of
this subject, we facc a serious problem of civilian defense in the event
of another war, Should the milibary have full and complete control of
commmnitics subject to bombing atitacks and to vhat extent can we rely
upcn these communities to plan their development and activitics to prepare
for bombing attacks in a winimun of time?

With respect to the war mobilization agency itself, what should be
its role in helpitng to establish a war agency organization., Is it possible
to provide in such an agency a nucleus of oxperts in these varicus ficlds
which could be expanded into a fully-developed war organization? Is it
- possible to use industry advisory commitices in planning for war mobiliza-
tion which could likewisc be uwtilized in time of war? Pinally, study should
be given as to what contingency or stand-by logislation should be requested
as a part of a mobilization plan. Should blanket authority be given the
President to establish agencies without specific legislative authorization?
Most of the agencies established during this war were created by execubtive
order and placed under the fairly nebulous Office for Emergency Menagement.
Study should be given To whether present legislation dealing with such
matters as requisitioning, stockpiling, nenpower mobilization, cconomic
stabilization is deficient and how far we should ge in legislating on these
matters in advance cof a period of war mobilization itsclf,
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MR. STAATS:

_ This concludes the vritten part of my paper. I appreciate very .much
“heving the ‘opportunity to appear beforc you. If there are any gencral
'qucstlﬁn ‘T will be very happy to try to enswer them; two of my colleagues
arg horb vltn me, 1f I can't answer them perhaps they can.

“A STUDERT

I haven't sc much guestion as comment. This is on the subject of
procuring agencies—-regarding the disposal agencles, the press: and the
politicians have taken quite a lot of time in critizing those disposal
agencies, and I don't think it is well for nationel security that either
the Army or vay procuring agencies should be the disposal agencies due
to the lack of confidence that may be raised just because of the tridl
that they bring out in the papers,

MR, STAATS

I didn't intend to convey the impressicn that I thought that these
policies should Ye laid dowm by the procursment agencies. I think Congres:
in establishing the Surplus Property Adninistration did a very desirable
thing, That agency, as you may recall, is located within the Office of
“War Mcbilization and Reconversion., The principal Jdifficulty that I see of
having a separatc agency dispesce of the property is the length of time 1t
~ takes to establish the org;nlz_tion and got personnel who are familiar witl
the location of the property itsclf, its valuc and probable market sources
as quickly as it could bo done in the agencics that purchased the property
originally. '

» I realize that demobilizotion came ronz&ly and a'dot of ‘these pecple
Wwere lost within a few weeks or wmonths but the job is lergely en administr
tive job in & pericd such as we have now, le don't need high pressure
salesmen to get rid of property, All that is nooagd is to get it cut and
let people buy it., I am awarc of the facteor that you mentioncd--the
political eriticism-—but I think thot if left within the Lymy end Navy
‘particularly we would have been saved that kind of criticism, provided we
had a central pelicy ageney in the picture such as the Surplus Property
Administration or Office of War dobilization. I know therc is a shar
‘difference of opinion on thot subject. o

:&_STUDENm:

Who do these speecial czars report to, like the rubber czar uﬂd 50 on’
MR. STAATS: :

Before the 0ffice of Tar Mobilizaticn was sebt up in 1943, they all r¢
ported directly to the President and the President was the only agéent of

the government who was a common superior to them,
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I might talk a 1ittle worc on thet point since it does get
the nub of th‘ whole issue. Instead of esteblishing an ufflco of
Mobilization te begin with, which could act for-the President in reconcil-
ing different views among the agencles, we had to wait until we had es-
tablished a large number of agencies with almost co~egual authority before
the situation was recognized, and we did establish an Office of TWer Mobiliza-
tion, - ' : o .

I might add too this thought, that the Office of War Mobilizetion was
conceived by the first twe heads of that agency as largely a Judicial
function. It had a very small staff of less than £ifty pecplé, They
couldn't do a great desl by way of formulating plans and programs with that
size of agency. About all they could do was hear disputes between agencies
and cttempt to settle them. Occasicnally they did get into specific prob-
lems., I believe at one time there was a cutback in ships, I believe it was
a paper cutback, if I recall the details ccrroctly, but the cutback in
shins was ordered by OWM in late 1943, There were a few cases of that type
but it cperated largely on the basis of settling dispubes between the
varicus agencies.

A STUDENT:

-
'

TWould you comment cn the control over procurcment cxercised by Smaller
War Plants?

MR, STAATS:

Yes, I would gladly comment on that, These other gentlemen herc might
like to comment on it too (referring to Mr. Zohrlng ond v, Bast),

As you may recall, the pressurc to distributc contra ts to small firms
started early in the war as small businesses worce denied materisls, They
found that they werc unable to get matcrials-——and at tl*t time TPB set up

a contract distribution ssrvice which was designed, as I recall it, to aid
the procurcment agenciecs in placing contracts and Uo¢nt13g out to them
that certain small firms were In o nosition to supply noeded war production
items. That preved to be unsetisfactory from, you night say, a political
standpoint and there wos sot up a Smaller Yar Plants Division in VPB.

Now, perhaps you genblemen (referring bo lr. Zehring end ilr, Bast)
could help me in explaining the originel authority of thot Swaller Yer
Plants Division, but it proved tc be unsatisfactory to the Cengress and
they established in 1943, I believe——

MR. ZEHRING:

{Interposing) 1942

MR. STAATS:

{Continuing)-—z Smaller Vtr Plants Corpoation, which had specific
authority with respect to placement of war contracts.




kno cet., T have

heard the cpinion expressed : Jould have been
distributed by the »r urbm@nt agencies trbHSbquS to smell busincsses withe~
out the necessity for an outside governmental agency, end that it came

cbout as the necessary result of stepped wp war production.

T ¥now there is a real

"(To Mr. Zehring end Mr. Bast) Do you went to comment on that?
¥R, BAST

I just wented tco add there that the original Swmaller Uar FPlants legis—
lation authcrized the corporation to take prime contracts if necessary and
vass then out to small manufacturers. Tnosc contracts, however, had to be
certified by the head of PB.

MR. STAATS:

The prime contracts that they entered into were very few in number,
I believe there was one for furniture., There was onc, I believe for--

MR. BAST
(Interposing) --cement bombs
HR. STAATS:

(Continuing) --for bombing practice. There verce a few others. Outside
of that, my impression--perhaps you have scume particular expcerience from
1e1t1n5 Smaller Wer Plents Offices in the ficld is that they were largely
needlers in decling with prcoeurcment agencies., They would bring then a
list of firms that could nroduce a given itom and try te get them to place
contracts with those firms.

A STUDENT:
I an glad ycu.used.the viord '"necdlor,!
MR.STAATS:

T think that the Smﬁllcr War Plants orgonization was not the only
needler organizaticn in the government during the wor

A STUDENT:

would like to lmow if you would comment on how Meotals Reserve with
the Bureuu of iiines cperated in conjunction with mines that they explored,

MR, STAATS:
I den't have too much of the dotails on how etals Rescrve Corperazbion
operated, iy impression wes that Metals Reserve was engaged in a progrom

largely of coverseas procurcmentd,
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(To Messrs. Zchring and Bast) Do you gontlemen have anything on thats
MR, BAST:
I don't think so,

iR. STAATS:

A STUDENT :

That is your comment on the knowledge that the head of the War Pro-
ducticn Beard rmwst have over-all strategy? Jouldn't it also be nescessar;

fa}
Tor the Var Production Beeord to have full knowledge of expenditure rates,
inventory, stock levels, to meke a decision as to the controversies?

MR, STAATS:

I believe he did have pretity zood informaticn on those subjecis.

The Program Bureau of the Wer Production Board and the Division of Re-
search and Statistics, I believe, had a pretiy ccmprchensive picture of 7
the expenditure side particulerly.. I believe that knowledge of inventories
was never guiie as complete, '

MR, BAST:

That is right. It was continually a question of stock levels in the
pipeline and sc on. I know that the stocks overscas, of course, werc
something that WPB just didn't have adequate information on.

MR, ZEHRING:

the Army and Navy always scemed

I think you might add, Lr. Staats, that t
fermation,

te be a little recluctant to give up such in
A STUDENT :

They didn't have it.
4 STUDENT:

As I understood tihe picutre, they uscd as an oxpendibture rate to the .
War Production Board both thelr stockpiling reserves overseas and that
which was actually spent in operation, so it wasn!'t quite a true picture
that was placed upon the Production ZBoard as to the expenditure ratc,

MR, STAATS:

In wther words, it did not segregatematerials being procured for
stockpiles and materials going direct intc war produetion. I had the
impression that at least they had an estimate on that even though the in-
formation may not have been as complete. T don't know that I have too
much specifically tc add to that points do you, Bob?
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VR. ZEHRING:

1 think what you said gencrally is truc. My impressicn, as Mr, Staabs
stated, is that WPB™s inventory information on stock levels was very in-
complete and perheps it goes back to the fact that the Army and Navy didn't
have that infeormation, althcugh I recall zt times vwhen the Army and Navy
did have it and were most reluctent tc give it up to a civilian agency,
perhaps also for gocd reascn, but it had the effect freguently of handi-
capping WPB!'s role in distribubing matericls, in ny opinien.

MR, STAATS:

I would like to add one further pcoint on that, if I might., That point

“goes to this gencral quésticn as te whether the War Production Board or
, ¢ivilian supply agency shculd have the authority to excrcise review in the
placement of contracts and question the rate abt which contracts werc being
placed in order to avoid overcxiension of contracts aos zogainst available
supplies. Currently the only pargllel ' we have on that is the situation
now exisbting in case of housing wherc we have overextended the authoriza-
tions to preduce beyond available supplies; and the result is we have -
partisl completions on thousands end thousonds of houses, and we camob go
ghead end complete those that are most urgently needed,

Now we didn't actually face, I don't believe, that same kind of
situatien during the war, but infcrmation that I have is that at no time,
even with material cuts by WPB, did the Army and Navy actually cut back
any contracts that had been let or hold up the letting of contracts which

“had becn pretty well along. In other words, therc was the possibility
that if the preoduction of matcrials and components had nct veen specded
up in a fow instances we would have been caught with partial completicns
on @ lot of cur contracts and weuld have had to wait on perhaps scme very
urgent items tc be completed.

COLONEL GALLAGHER:

This, perhaps, lMr. Staats, is an invelved question, but you mentioned
in the event of a future war it would be held probable that the scarcities
we witnessed in the present war would be much graster, That is a fact on
which I don't think anyone could argue. During peacctimc there dis a little
rescarch in the ficld of develeopument cf now processes for utilizing sub-
stitutes, all of the varicus things that WPB advocated, simplification,
conservation, substibtution through the limitation orders, and so forth.

Is therce any way you know of in which a better working relation can be made
between the military forces and what we think of as the peacetime govern—
.ment agencics in the field of research to develcp more adequate supplies

or substitutes for those things which we classify as critical?

MR. STAATS:

. That is a tough one and a little bit out of my field. I think the
experience we had during the war with Mr. Bush's organization, the 0ffice
. of Scientific Rescarch and Develcpment, and agencies of that kind carried

con dnto peacetime could do a great deal., I think that is primarily a job
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in peacetinme at lecast of nilitary agencies lending such support as they

can through civilian agencics such as the Burcou of Standards end Burcau

of Ilines and possibly cther agencies that have responsibilitiss in that
generel spherc, but in wartime I think you have tc do something else, I
think you have to sot up special, I would say, civilian machinery to do

the jeb so that it can be tied in beth with your civilien production agency
and your nilitoery cgency stretching these supplics as far os they will go
and exerting every cunce of effort., It is very difficult to do that kind
of jeb, it sececms te me, in peacetime cexcept by the services thensclves,

A STUDENT:

May I have your comment, sir, on the possibility of the necessity for
a geographical organizaticn or regicnal orgenizetion that will have control
over all government agencies in a vparticular region?

MR, STLATS:

Yes, I would be glad to comment on that. If you will recall, the
Senate Military Affairs Committee dealing with the subject of war organiza-
tion, included in their Draft Bill 607, a provision which woeuld have re-
quired thet all the civilian activities wnder control of the central agency
be grouped together in common regicnal offices, T don't think though that
they had gone into that preoblem guite as carcfully as they nmight or they
might have reached a little differcnt conclusicn. It is a highly desirable
objecctive, however.

An effort was made under the 0ffice for Emergency Managenment tc have
central regicnal headguarters offices for oil the civilian war agencies,

o house them in the same bullding and to provide the common administrative
services for them. Now that worked cnly reasonably well partly because
there wasn't any commen head for all these agencies, Ycou had Tar Production

card, Office of Price Administration and a number of cther agencics. There
was rcally no comuon head at all in the fisld. The result was that they
puiled in different directions., The fact that they were in the same building
helpecd some, but it wasn't encugh. You wewld find alsc thet therce would be
an agency that preferred to move te sncther cibty; space was better; steno-
graphic help was casier to get, or for scumc reason thot wasn't fundamental,
it picked up and moved., There was no centrol, central control, to keep then
in that regional headguarters office.

r
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I personally think that a lot could be done but I think you would, in
certain cases, find it necessary to have the main office of a given agency
located in a city other than where the main office of the other agencies
were lccated, :

For example, the WPB and the Smaller Var Plants Corporaticn naturally
egtablished Detroit as a principal office, It is natural to expect that
they would and other agencies found thet Detroit was not a main hezadguarters
office, so I think that you could have different regional city headgquarters,
but common regional boundaries, This would contribute greatly in avoiding

friction and bringing about betbter coordination in the field, I think you
-1
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could do a lot between civilion and military agencies on that score too.
The only practical difficulty dig that you don't have any common authority
at. the head of both 4o force them into that kind of pattern.

~ You heove certein cother factors, too, which are restrictive. You have
agencics in some citics with adequate space in the Federal post office; in
otheér citics we have several different buildings owvmed by the government,

S0 it is really a pretiy tough thing to work it out except over o long
- period of time,

CAPTAIN T/ORTHINGTON:

Thank you, Mr., Staats, for a very interesting lecture,

(15 Oct, 1946--200)L
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