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CAPTAIN "ORTHINOTCH

If'ost of you have heard Mr, Novick before in our seminar, but since
is his fjr t lecture here I will give a bricfl imtroducblom

He holds the dezree of Bachelor of Philosophy from Brown University,
Master of Arts from Lafayette Colleze and Doctor of Philosophy from Now
York University, He bas been instructor in the School of Commerce and
Finance of ew York UﬂlVqulty, ‘head of the Economics Department of Dana
Gollege and an econo mlot with the U. 3. Toriff Comnissicr. In duly, 1941,
he left <he Tariff C gsion to accept employment in the Cffice of Pro~
duction Management and has followed that organizcotion into the Ver Pro-
duction Board and to the Civilian Production Adrinistration, e hos been
Chief of- PTLO“Lfy Tesenrch and Statistics, Director of the Controller
- Division, Associlate Bircctor and Director of the Progrosm and Statistics
Burecau, and Director, Industrial Statistics Division,

He is co-nuthor of "Eccnomic Problems of Tar" and hns just cormpleted
"lontrol of Industrial Production and Distribution in ¥ertime,™

"His subject is ClVlll 1 Organizations for Production Control, and
it 1s & pleasure to introduce ir, Novick,

I, NOVTLCH: ' ' o ’
B . : o A

I want to start with 2n apology and say thot the inmedinte problems
of liguidation of the civilian cductlon and control o*gxnizaticn have
been such pressing and current ones that T haven't had an opportunity
to devote either the thought or the time to the prepa utlﬁﬂ of this
lecture thot rnight otherwise have bgen the case, As a result T will do
sometbhing thot I object to being done by others, and that is ‘"e'vJ 2
pilece that I prepéred same months ago on the snme suogect. I will prefac
it with a few words on my peroon“l conviections on the need for civilinn
control of industrial mobilization and by a few references on the szanme
subject, the principel onc being to that of the elder stalusian of war
production policy, Barney Baruch.
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In this country we met the complex problams oif modern warfare and
fhe ettendant ones of industrial prOuucflon for the first tlm in the
period 19141918, Although we won the war, our methods of industrial
control werc not perfect and such methods as were used wore not rocorded
or znalyzed to moke thom available for future guidance., Purhaps that
was due to the fact ta“f the magnitude of modern war, cven when de-

nstrated as in World War I or World War II eseapes or is too big for the
oumen individual's imagination, We talk of total war in a glid fashion
and take it for granted that this country fought a fotol war in the
poriod just cnded., 1 think there is o very scricus question as to
whether wie did fight o tetal wor in 1942-1945 and whether our ability
to fight this last woar wasn't more o tostimony to the extent of our
resouces than of our ability to organizc thom. Iost of wou arc
familiar with thoe final report of the Ohalrman of the War Production
Board, and you will find in reviewing it a rather froank admission that
the wor effort which wo made was simply superimposing the war cconomy
on a relatively fat civilian cconony. I don't know whethor any country
has ever fought a total war, iLwﬂfl" I don't know at what point total
war begins and ends. I think total wor is o cucstion of resources more
than aunything elsc. On the assumption thot somotime we might have %o
fith a total war I think w: neczd to lcarn our lesscns now and do a much
more effective Jub of organization and planning than the one lthat we did
botween the last twe wors. '

I start on a promisc which I assume we will net have o arguc, cven
though this audience is composcd almost entircly of military persomcl.
That is, "Orgonization for war production is a eivilian job,"™ I will
appeal for suthority to Bernard Baruch, and rcad you nn cxcornt from his

icon Industry in the War™, with which you are undoubtedly familiar.

It begins on page 102 and runs over onto page 104. Three steps in

i
industrial mobilization arc »nrovosed., He savs:

"First. There should be established a peacetime skeleton
organization folloWinw the lines of the War Industrics Boarde.
It should be headed by o Chairmen who should have associated
with him the chiefs of the contralized purchasing burcaus of the
Army, of the Navy, and of any othor Govermment department which
might be called upon to make large purchascs in casc of war
Other members of the Board should be selected to take chargd of
oW aterlals, finished products, facilitics, pricc conbtrol, labor,
P rity, consecrvation, and nlanning and statistics. Therce should
bo a Vico Ohairman, a gencral counsel, and a soor“—avy. To function
under the several orinceival divisions thore should be sclected about
850 chicfs of commodity scetions. Bach chicf of = c01ﬂod1t scetion
would neni a Omﬂﬂltbﬁb to reprosent the industry under his charge,
The commitbecs of the chicf industries should meot soparately as
occasion required for the purpose of k»?plnb acguainted with the
general growth of the industry and the demands which-a war would
make wpon'ite. The main organization shoula meet in genera
donfarence at least once o wvedr +o discuss and outlince plans,to

o
RESTRICTEL



o

eneral nature of war heeds, and to keep
acquainted with cne another. The.office of secretary should be
Oarmﬁncnt and salaried, and the division of planning and statistics

ought to be a mﬂuﬁratclj large, permanent organtzabion--a ressrvolr
cf information for :Ll departments of the Government and the Congress.
A1) other merbers and subgrdinates of the Board should serve without
cocipensation.

keep in touch with the g
L
U

"Jecond., During the war the country was constantly threatened
with 2 shortage of availablo supply of nitrogen, manganese, chroae,
tungsten, diestuffs, coal-tar ihvivatives, and several ether essential
materials, These materials had always been imported into the United
States but their production never develcped, although sources for
most of them exist here. The Government should devise some systenm
fer protecting and stimmlating their internal prodaction. Ameng these
nitrogen is of outstanding irmortance, not only because it is indis-
pensable for war but alse because it is almost indispensable for
agricultural nurposes. There is dnly one naturzl source 1in the world,
and the fixation process, having been preven Lo be orﬂctlca;lc, should
be developed to commercial proportions,

"Third., Under the supervision of the proper departments of the
qovernment certaln war industries should be encouraged to maintain
skeleton organizations through whicn they could develop the rapid
manufacture of guns, munitions, airplanes, and other Jdirect military
equinment . This mizht be done in scme cases through Government purchase
of factories, in others through the nlacing of sufficient orders to
permit the ownero to Aecp the pLuﬂtS in existonce, It is extremely
important that our recent develcoment of machine tauLU, in the nature
of dies, jigs, etc., for the manufacture of runitions, should not be
“allowed to dissipate. 4t an expense bearing very little relation to
the cost of building answ in time of emergency, present shtocks eould
be carried forward and suoplemented 25 new designs replace the old
in the development of war devices,

"Thege measures are suggested ns direct methods of insuring
agalnst some of the “emvy losses and unfortunate delzys which the
country experienced in the process of converting its industries from
a peace Lo o war basis. They involve very smnll current expenditurcs,
but ore copable of bﬁlqp 1nutramchto for s"v.lnT many m;LlanS of
dollars in an emergency.’

‘T think those same senbenees could be pronerly wribtten risht now. I

think it is important that we remember this as o whole because these state~

ments

were made mony years age. In the meantime we have seen the effect or

k of effect which they had upon the efforts which we made to prepare for

Later I'r. Baruch made 2 similar staterent -and went further in his

reference to the provlem of civilian versus military organizatlon and said:
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"It is absolutely impracticable for the War Department to
control industrial mebilization because (a) it is an sconomic
preblem requiring the ablest leadership in the world and is
unsuited to military administration; (b) the greatest element
is that of the civilian populstion and no single competitor
such a8 the Yar Department should be entrusted with such ad-
ministration, and (¢} the job of the War Department is to run
the Armed Forces, and that is a big job, and tec pile on top

of that the administration of econcmic mobilization would
insure the failure of both.t '

T weuld add to I'r, Baruch's stotement the Navy Departnent ns well
as the Var Department, I think the problems of industrial organization
and implementation are sufficiently different from the problems of military
organization and implementation to indicate that the two cannot be done by
the sarme people.,

Going back to the failure or lack of ability of humons to de the things
that they recounize are necessary, I would like to read a brief statement
that General Rutherford-—-with whom you are all famillisr--made when he was
serving in an important capacity in relation to 1916-1918 industrial
mobilizations

UThe chief difficulty was in the long delays and in meoting
situations as they arose., At the time they didn't anticim:
themn. These problems can be bettor solved at the outsget,!

I am in complete agreement with the lost statement that thess problems
can be better solved at the outset, and I think it is unfortunate that the
long delays in.méeting situations as they arose at that time hada't been
anticipated, at least in the introduction of the planning. I would like to
feel tHat efforts such as these in which you ares now engnged will somehow
eliminzte the possibility that another ten or twenty years will find us once
again withcut any effective industrial mobilization planning or organization,

The most immortant thing I can bring to you this morning is therefore
erphasis cn the need for more than just Yolans." The essence of successful
administration is administrative method, and when I say method I doa't mean
adainistration in the sense of procedural charts of organizntions. Procedures
are extremely irportant; tut the procedurc rust be related to the day's work.
Industrial mobiligation cannot be manned with top~-flight industrialists any
rore than an Army can be manned by Generals. In the end the v.an of cperation
mist be transcitted 2ll the way down the line in indnstrial organization just
as it is to the foot soldier or the snilor aboard shin., In this case it rust
go down towar’ the machine, and more particularly the administrative worker,
iho transmits the actusl directions, Curiocusly enocuzh in the Var Production
Board and in other Government agencies we found that when orders were not
followed by detailed administrative instructions or procedures nothing
happened, Frecguently we made grand policy or grand strabegy but forgot that
orders had to go down the line if it was in fact to be carried out. 4is a
result we found men sitting around tables making plans and relaxing when the
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plans had been made. They assumed something was going %o happen when in
fact nothing ever did happen. For the most part, there was no way of
determining what had happened and whether it transpired in the measure,

to the degree, at the time, or to the extent that was contemplated. I
think that lesson is one that is likely to escape us. I think most of

us sit back and say "Oh, we did a great job. We organized CMP," and

then forgot about it. The truth of the matter is that we did the job on
an evolutionary, time-consuming, trial-and-error Basis, just as it was
done in the last war. Whether we did the job any better or not I don‘t
know because World War II lasted longer and we had more time to get ! the
feel (f things and to learn now to carry them cut. It was not foresight
but compulsion of the moment that actually forced us to develop the admin—
istrative methods and practices. It was neéd that forced us to learn hew
best to execute production, procurement, and scheduling. Need rather

than planning forced us to develop the methodology that saw us through.
But we did do the job. It may be that the next war will be as much larger
when compsred with the war just past as this Second World Wor was when
compared to World War I. If thet is true I am not sure that we will be
fortunate encugh to have either the time or the resources.to wgddle along
until we get our psce as we did this last time.

I will now rezd to you the paper that I have preps

A review of wartine controls over nroducticn and distribution indicates
clearly that crisis organization of our sconomy by trluk—and—error fazbling
is slow, ccstly and dangerous. “le have survived the experience twice., On
both oceasions, however, the tice regiired for the transiticn froo peace
torwar, and for the delays attached to our mistakes, was goined for us by
the courage and szerifices of our allies and the strategic errors of our
enenies, There is no reason to believe that we will be so protected in
any future emergency. In fact, consideration of the swinging balance of
international vower and the development of new weapons and techniques of
offensive war indicate that if this country is again in peril, the time in
which to prepare will be sharter, the drain on our resources heavier, and
the conditions of industrizl production more complex,

Our recent history has also made it clear that even in favorable
circumstances the develonment of the rmanagement skills, the organized use
of experience in apoiying technigues of industrial contrel to specific
situations under conditions of war-emergency, cannot be expected to occcur
rapidly. In time of crisis thers is no leisure to consult éxperience.
Impelled by urgent current préssurcs, administrators hardly have the time
to plan today what the y‘w1¢l ao t@m rrow. . Dvery force is toward inmediate
action., ZIZvery crltlﬂlon. s of de But without a fund of experience

1/ Memorandum from Ir. David ﬁcvick to ir, J. D..‘xﬂjﬂ Administrator,
Civilian Production Afdministration dated September lu, 194;, subjects
Veed for Peacetine anustrlai robilization Agency



shu dleu creatively, nltqou+ a’ current plan which ouuorch ends the necessitics
of thc emergency, without the managerent skills —- the "know-how! -— head-
long.action inevitably drives into error. And once the diréctién ras been
esuaollqhed and the administrative machine has begun to nmove, it is

impos 51%10 to sta rt over agaln ann< if;lCdLb to cnange the course.

e

The sum of l9AO—l9AA experience demonstrﬂtes r"ourly %h? hlnimum_prepa—
ration which should be made now if we are Lo be rez dy Tor any fuiure emer—
zency of equal magnitude, Ve need a plan for irdust Tlaﬁ.robl lization which
includes carefully designed and exXperience-tested mothods for controlling
raterial distributioh, industrial »roduction, and the slloeation of both
materiels and finished produtts to the necaé which are pmost eoacnt'““ to-
the furtherance of- the nztional ends., -This should be rmore th?nba naper .
plan, Eyen as a paper plan, it shéuld be're alxbulc,’built upon the practices
of Abdustry and: government. If the niethods and procedyres exist and..ore
realistic and adeg u%t\, the mobilization nian would han gredtcr ABSUrance
of protection for this country than the efforts uoe”.gn jorld Viar IT. But
methods 'and o;oceaurvj, however ncrfcct, cannot be ﬁﬁd(é%ff@étive unless:
therezeﬁlot the core of an aw trwthv,Qr‘?nlzwtlvﬁHWith the trained

rsonnel necessary to 1n‘rcluce fhem ‘quickly and sorve as the srofcsglon 1
nuclu us of an expanded cr 5 ergonizotion,

The personnel should be civilian., This is froa first to iast

civilian job, It is a civillan assignment to reconci the conflicting
and cnﬁpetJtLVF interests of the gservices. It is a civilian assignoént
to nrovide the objective and 4 slrtvre ted staff., Only a civilion group

an reconecile the intorests "f Qchct wor needs with support of our allies
ang with the requirements of a sound war econory for ocur civilian pepalation,
The natural militery tendency is to concentrate on the immediate fulfilment
of direct military requirements and. to blackout of the picture all other
neads, many of whlch mast be satisfied 1f military produuulan t~ be kwpt
on qcne4ulo. : S

W e
Lo

To deal with the problen, thewc*ﬂre.vwn rust first recognize the'need
for plans and for the metheds and procedures required to rake then effective.
Next, we must develop an adeguate concept of the administrative orgaonizoation
and nersonnel necessary to make plans, to develcp methods and UroceuareA'
and, above all, to provide the orgonization which can translate plans into
ﬂoer tions ab ok time of crisis. : o

For the natient's safety we SQOLLl undertake now the meisures necessary
to provide an offective method for dealingm with the industrial dspects of
war as part of the defense ﬂrar“'m.Lnd before the next crisis is unon us.
It is, therefore, rgpc tkzt'uc now updernuxea : e

(1) To create a CLV-LLHH organization chwrwcd W1th ;csoons*ni ity for.
industrial mobilization, ' ! .

{2) To lodge in this agenc" autbarity for determining the magnitude
both the military 2hd essenticl-civilian porticns of the war program.
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ir ition te determine the nortion of ocur economic
resources to be d“vote@ to tne military and the portion to be assigned to
the essential-civilicn economy. ithin these two broad categories, it
mist have authority to establish the extent to which specific prograns
can be given the economic assistance which they seek.
- (3) To give the civilian agency responsibility not only for nlanning
in the »nollcy sense, but 11-0 for t“e continuous develepment of methods

a3
Hs)

and procedures by means of which the plans will be executed, These methods
must be continuously revised as paper wl s and as a vital ad unct to the

procurement policy of the military services and the methods used by all
segnents of the nroducing econcny.

(4) To maintain in the civilian agency a nucleus staff which will
work continuously on these problems, end an organization large enough bo
nrovide the key personncl necessary for rapid expansion in time of .crisis.
The staff should ecarry on educational nprogress, nractice field work, and
rake periodic test runs which will pernit the millt&ry and industrial
rortions of the nation to be familiar with and troined in the methods and
prece durpa which will be adonted in 2 national emergency.

(5) To wroviie for a permancat civilian organization large. enouvh to
carry out the nlanning mortion of the task and to serve as o nucleus in
time of emergency, backed by a civilion reserve similar to the military
reserve, This would mesn that individuals in time of pence would recelve
training and assume responsibility for specific assignments. If mobili-
zation should beccme necessary, bnﬁy would be called uncn to assume thelr
specific stations in the indu Gtrl&L mobilization scheme just as the trained
reserves are given specific assipgnments by the n+*ht'“v :

There is nothing new in the recommendation that a permanent clviiian
agency be established charged with responsibility for planning for wartime
industrisl mobilizition., In the final report of the Var Industriss Board,
sibmitted in Iarch 19/¢, and again in a memo for the War Policies Cuwm1531on
An 1931, ¥r. Bernard i, Baruch outlined the lines of industrial prep2rodness
in time of penc

fite
(4

. l

This advice was not fcl;owcd. Respo nolbl;lty for plannln{ fcr indnstrial
rmobillizat ion was assigned to the “>gist at Secretary of Var and o cohsider—
able amcunt of work was carried on in the next two decades of subefnntnal
potential but slight actunl use in 1940,

Others in addition to Baruch have advanced simiiar pTOﬂo als
concept is so congenial to the tradition of public planning i l'thi
that it passes as legal tender in all cir“ﬁes, industrial and go
military and civilizn, This climabe of opiniocn is o source o“ bo strength
and weakness. It assurcs o ready rqceptlon for the general ﬁrowec+ and
fosters on sasy enthusiasm for Sﬂuting up an agency, or 2 joint undertaking
“of existing,1~€MN1ou, with a staff busy laying out orﬂ"ni";t1ou charts,
drawing up plans and doing cther absorbing, time-consuming things which
are impressive in their sura of importance. It is zn &tmogpnbre fiiled
with extremc danger however. It cultivates the gsame  kxind of shallow judg-
ment which during two wnrs has been so charmed with organization charts and
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plans for policy making that it delayed coming to grips with the hard fact
that organization charts have relatively little significance,and policies
without implementation hove none,

~ This was the major weakness of the preparatory work carried on in
the decadss betwsen -the wars. It whs absorbad with ways and means of
determining what to do.and how guch to do in any naticnal emergency. It
devoted almost no attention to how to d i . The result wos that when
the time came to carry out the determine pollvies the poerating mistakes
of 1917-18 were quOat“4 in some arans, ard in others o new serics was
hatched,

It is for this reason that these recommendations rove beyond o blue—
print of organization and a %kelvten permanent structure supported by
periodic confe rOquu, unpaid oart-tine consultants, and ilimited statistical
staffs. Recommendations with respect to the organization of a government
control agency arc relatively easy to oreparea, but the Civilian Procuction
Administration's and Tar Production Board!s exnerience indicates that men
and methods are incomparably morc important than administrative rolation-
ships. Therefore, ulthouch one possibie organi zational stwucture for a
permanent industrial mobilization agency is prosented in the attached chart
and explanatory notes, it is not argued that this is either the only or the
best arrangement of responsibility and authority.

If the to-be-esta xblished Industrial Jebilization Agency 1ls to be an
effective instrument, its authority shoald Hc coturmlno s with its responsi-
bility. The 41rbcuva to I,A should define its respons ib lity and authority

2s plahning and operating agency and should clezrly deterpine its superior

£
.
108

o
cognizance with reference to all phases of indus trial mobilization, The
rost effective frame of reference is one which recognizes the functions
of TIA =5 part of the national defense of the United States, as vital to
its urot ction as the stending Army, Navy and 4ir Force., The perscanel
and the weapons in being at the onsct of an ﬂneryﬂncy which threatens the
bfcurltw of this country are the first line of protection and rust be
able tc withstand the shock of any aggression directad against us. But
it is the ab171tv to strengthen, expand and supply the force in bulﬂg*~
ruplleh-wblch res the capacity to move from defense to offense to
victory, .

Polloy mLKLQb and policy execution are the two sides of the job of
ranaging industrizl robilization, They therefore become the twin responsi~
pbilitiés of I, On the oollcy—nmking side the principal function is the
guasi~judicial one nerformed by the ar Production Board Requirements -
Committee from 1942 to 1945, The heart of this function is the accurmlation

of sunoly and requirenents aggregates in common units for each eritical
material, the creation of a bzlance by caleulated cutbacks of selected

fCOULrCMhntS qrow, and the ulotrlbutlon of the availebic supply uO pro—
grammed area

- 8- RESTRICTET
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Anzlysis of the wartize administrative and TGPOFtlﬂV problems faced
by the "lar Production Board and private industry shoul:d make an important
contribution toward the establishment of the framework upon wb*vn any
future agency with comparable responsibilities could build swiftly o
cfficiently, This assipnment—-to review critically——should be o
responsibility of the INA,

The experience of the past war demonstrated beycnd oll doubt that the
greatestvfnllure of public management was in control of nolicy execution,
Vle cannot afford to enter a comparable emergency as ignorant of the
technig juos of administration, as dependent on improvisation, and 2s poorly
~qu~nmc with methods and standards for measuring operating efficiency.

The first step toward preventing a repetition of the failure is the snecific
assignment of responsibility to Ik,

"hat wis done in the field of public administration by the War Pro-
duction Board, however, is an incerplebe.and to some extent o misleading
record. In the first place, much that wos atterpted was not successful,
and the recerd of ineptitude is cleer beyond any but pcrsonal disnut e—m
as in the case of broad woven cotton textiles. From such instances
government and industry can learn what not to doj derivaticn of o positive
program will reguire unaided affirmative exploration, oxperimentation and
adaptation. 4 second and more subtle difficulty will be encountercd in
those aspects of industrial control in which the results of cperation can
be added up to a sucmary of reasonible siccsess, yet in which it is almost
impossitle to.reconstruct the standards of performance required. tv wauge
the efficiency of mana 7cmont, in terms of mumber of pcople e burden
on conbrolled industry, or alterrate and morc econcmica dafs mP cb¢uv1n~
the same results., Finally, there is the problen of adaptotion to the nro-
cedures, record and business practices of the industrial comrunity which
are continually in flux. TWhat may have worked rather well in the economy
of 1944 may be totally unsuited to the ecconomy of 1955,

For these reasons the research uaits of IMA assigned to the dﬁvo]cw—
mont of methods and procedures of control must move beyond the record o
PB experience as the only source of pesitive and negative lessons. 1ney
mist be in the position of living general staffs in the logistics of public
administration. They rust draw up in concrete detail, plans for oxecuting
all curreni and potentinl lines of policy formation. Bat of far brrﬁt v
irportance, they rust be in a position to appraise thesc devices of policy
cxecution 1 thelr successful auaptation to the technicues of mil 1f1wv
procurercnt and the practice of the industrial cconomy.

However effcetively the nermanent IHA staff carries oul its assignments
under this program, 1+ will still be necessary in any natilonal emcrgency
to undertake o rapid ixpansion of personncl responsible for the adﬁinis—
oy

traticn of the GOUQPmV. one of the most serious handicno
duction Beardts operations was tho absorntion of inexy d
with no background in public administration and no “Mmlll rity with the

special problems of production contrel and material distribution., A

o RESTRICTED




orprehensive nrogram for industrial vnreparedness should make provision
r the supply of this essential staff, Probably the simplest and most
centabls method for doing thils would be the establishment of o civiliar
rns narallsl to the ROIC organization of the military services, Urder

o

ch o scheme, selected individuals from industry, the universities and
rno fedorfl agencies would accept teuporary appeintments to the stafl
¢ which they would marticipate actively inthe planning, experimenting,

‘

€
this economy for defensc,

icl l tests and methodological analyses carried on by the meobllization
agency. After completing their terms, these individuals would be enrclied
in o civiiian reserve from which they could be summoned to active duty in
the event of a national chiergency requiring the directed mobilization of.

Adoptiocn of sach 2 wrowossl would cnsure to the crisis successor to
I'"A a group of individucis framiliar with the problems of iadustrial control
and Tortificd by o background of ¢xperience in tested technicques of manczing
the economy for natioral ends. Tt would have imsediate benefits to in-
dustry in t*mp of neace, The industrial point of wiew and the existing
msthods end procedurcs of private enterprise would be thrast forcefully

into the skaplnd of plons and operating techniques, This should moke g
Airect contributicn teward renlistic tthking in terms of currest industrial
practice and minimize the inevitable teondency of planning grou; ﬂirect
their work toward thzoretic 1y complete and perfect systensy » than
toward the most effective cwnvromlse between the renl needs of odminis—
trative agency and the J."'H ab¢llty of the economy to functlion ¢ ciently

&nq.fithﬁuu interruption,  Returning to their own companics, the civiliaon
industrial reserve would toke back a new unqe“sn onding of the probloms

and techniques of public administration. Over a period of timz, it could
be arnticipated thot this interflow of private and public thinking, methods
and objectives would w“.bllor"te buulncus—fov rancnt ‘relationshins in time
of peace, make a significant contribution to the federal Quqtlstlcal re—
porting program, and assist significantly a rabtlional and orderly tr ansition
Ircm privote to Dub ic direction of the econony in any future nat;onal

EMergency.

~
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Industriel Mobilization Agency

IMA Advisory’'Board

Assistant for Military and
Government Relationships

Military and
Government

1, Chairmen, Administrator IMA
2. Members for:
a., Army - f. Basic Materiasl Prod.
b. Navy : ge Manufacturing
c. Air . he Distribution
de Maritime i. Trensportation
le, Other Govern=- j. Utilities ’
ment Agencies k., . Agriculture
1, Labor
Administrator

Assistant for Business, Labor
and Agricultural Relationships

Special Advisory Committees

General Menager

Research

Methods {Economic__Managemsntj_
R

esearch| | Research

Scientific

Industry and Labor
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Legel | [Stotistics|

Frocedurss. Administrative

i

Munitions Division
Ordnance
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Quartermaster
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Electricel
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Civilian-Type Items Division
Equipment, Transportation
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Wotes on Industrinl Liohilization Agency Organization Chart

General policy Jircctlon would be lodged in a top Advisory Poard.
The Chairsnn of'this Bozrd would also serve as permonent full-timc Adminis-
trator of the Industrisl lMobilization Agency. The adlitary scrvices and
the principal ¢ egmgnn of the American economy should be represented on
the Board. 8pecifically, therc should be top-raniding officers sitting
for the Army, Fovy, Alr Force, ITiritime Commission and State Departs
and civilinn members ancointed by the PAQolLbﬂt representing (1) rmining,
retal and cthor moterials nroduccrs, 23 uwnuf cturing, (3} tre
on, (h} wholesale and retail trade, (5) utilitics, (&) cgriculture,
or, and (8; a publiec membor represcnting the j“ﬂvrul intervsts of
;tuuLl“”“tiOﬂ’End price cornirol, The Board should zerve in an
7 with peneral rcesponsibility for ccunuplﬂn’ th
ning of broad policies for IUA (Industrinl Iobili-

-

inistraitor should have the only vote and his iine

nt

)

inistrator ic
zation ﬁ20ﬂ0y>w

Iy

of responsibility should be direct to the Prosi The Advisory Board
should meot once each calendsr cuarter and more often on the call of the

strotor,

The Administrator of TIA should have two permonent assistants fulfilling
on functions, one with the military ~cgencics, the sccond with indus +rj

) i tion,
It should be +hv special r;:wonsibilj+v of the sistant Adrinistrator for
: to maintaln a2 current flow of 1ﬁjor' ation related to the
tic plans of the lrmy, Navy and alr Force; to work with

's technical resezrch units in develening translation

lans and mptcricl requirencnts into the comrion units of s:pply—
for basic production mnterials; cnl to keesp the proper
divisions of the ﬁiljthry services informed sbout current information,

A

researen activities, adaptntions in industrial mobilization projcciicns,
and pro forms uz;“ncc okubt“ for tﬁc crisis eoconomy, as develoned by the
Jgrutng ect ; The Assistant Administrotor for Indusiry and

E" 3
Labor should j arallel functions for his respective arcas,

s W
and labor. These assistonte should serve as tww—Wﬂy chiannels of infors

".

Reportin? to the inistrator on a line basis should be a permanent -
General Manager of Onerations. This officer should be the firing-lins
executive with rP°DOW‘ibilit" for translating the nolicy directives handed
dowin by the Administrator into operating instructions for the staff
research znd commodity uniuo under his contrel,

of the General Hanager should he a

s, each devoting its attontion to both
The character of the work of the spocinl
2 2 (1) four zroups devoting thoir

LCuL and ay rosearch in qu(MCtisn,and mberial
contrcl meﬁho;;, »C““OMLCQ, managoment, and scilentific developmente for
warbime industry; (2) four grouns devoting their attention to current and
orojected develonments in the areas of law, statistics, TU'4 interncl pros
cedures, and IMA intornal administrotive mgﬂaggmunt and (2) four grouns of
materials and products sections responsible for planning and testing

Under the
number of Sﬂeo*
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W
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45 to the suggestion of having o stuadron orgas

‘nroduction control techniques for (a) f'.:»‘OLS items (ordnance, aircraft,
quartersestor, Nevy ond Iaritime sk terials (minerals, metols,
forost nroducts, agric u1+uval, chericals, ate, 3 (c) commonznts (electri-
cal, Mbchﬁnlbﬂl  packa~ing, ete,), and (3) eilvi ;1ﬂn—+ypv cend items (tran
nortaticn, agricultural ond manufacturing cequipment; textile ar lb.tlpL

mrocucts; ctc.).

CAPTAIN "ORTHINGION:
Are there any cuestions?

A STUDENT OFFICER:

‘ & very practicenl solution of that but I would
ask o cuesti two ns Lo how far in your opinion thot coul. |
nization and cz

industry, labor, znd other cr:ﬂrL7“*1ﬁnk ol nle in
ROTC capacity as we have done all aleng 1mr*“9 szru 5 thore a nossibility
there of also send that up is thot

inr them to school? The renson

Ly bhe rost valuable Rsserve ijLc 3rs in the
© Schoosl for about throe monthes
ails, In additicn t
tagerve olficers

to abesorb military princi Con somethin
out with this chiliuubldu organization where tauv
nians fcr yarions industrics, labor, cte., to
ould do in o narouvcr and : oy

we find that probabl
wera thosa WFO went Lo
addition to geing on these
coursc, yearly moneuvers

o

3 A >
lt, 8hc.? Tou
MR, NOVICH:

this whole vl n., LU is assuied Lere
that we Lobllizoticn B : N We
SbaLlluﬂCu the ﬂe~\rWl Comy: cations Commdssion or ny a vhricty of

inderendent offices thot make g the Exectutive Uffices of Prosident.,
It is assumed that fust as in the Foederal Reserve Boa rd an
functi ong we can 'c,t cmoctwt head

the vagaries of poLu

ther irnortant

free them from

1. Lndu :t’“ ¥,
L o staflf which we
ﬂrt’ﬁm limitoticn orders, consorve twor Orusrs,
distribution orders; and renesber that an orde
sccompaniced by the pn_ronri-’w

o )

stccl indus
nun%c“ WO

1so inclu:le

orocedurcs by
i » drplormont the actual
hig country from now on will
&l “Llltar" bu o ten billions of llars;
that there will be in : by s varying
€ ns and tanks to socks rnd hlrun which will ~fford on opportunity
for the ngency to use its im
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. This agency with a permanent staff of something under 500 will be in
a p031t10n toc absorb trainees from business, .labor, and agriculture. As
I proposed in my paper, these men would accept a term of assignment to
this peacetime agency..- A basic training course of three to nime months.
This tollowed By 30 days refresher assignments -every year or two. I am
assuming that these people will come in and actually work with the agency

for a period of three to nine months. I am assuming this idea can be .

sold tc the major industrial companies in light of the continuing mili-
tary. procurement needs to be met. I assume they recognize thé need for
such an operation in time of .war or other emergency and therefore they
would be desirous of having their bright young men know how this agenoy
operated. I think the labor leaders would have the seme idea:. I am
assuning that a number of Government agencies would be interested in
these same phases of the mobilization program. As we all know,‘we had
a rather successful social operation between the last wars in the
Ordnance Asscociation, Quartermasters Association and the like. '

This continuous movement of personnel from industry and labor to the
peacetime mobilization agency will form an elumni group which will have
the responsibility for keeping business and labor informed on what is
going on. Most important is the fact thet many of these men will come

from steel plants, woolen mills, etc., and when they go back to the. fac— ~

tories the continuous orders for woolens for uniforms, etec:, will force.,
them to dlscharge $heir. resoon31blllt1es not only to the peacetime agency
but alse to their nonpany in the actual processing of the procedural and
administrative paper Does that answer your qaestlon? .

A STUDENT OFFICER:

Yes, except one point, end that is, -do you have scmething comparable
to a maneuver . that we have in the military? For example, can you in
this organlzatlon actually send down certain directives for them to see
what sert of plans they would have to meet in .an emergency?.

MR. NQVICK:

I am assuming that we would do that continucusly and that the size
of the program would represent an important enough impact on the economic
organization to represent a continucus study.

A STUDENT OFFICER:

An agéncy,like that would have to be set wp hy Gongteés. Who would
draw up the plan? Where will it get its support? - '

MR. NOVICK;
It could be set up by Executive Order. I think it woﬁld be more

desirable to have it set uv by Congress. I think supoort for it will!
come from the industries which will s%till remember the confusion and
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and diffieculties that attended their recent wartime experionces. I think
support will come from labor. The propoaa; nay - encoun ter” the ba'ne' type _
of c;itlolsms that might attend any national mobilization act. Nonethe—
less, I.think the general public, the Ohamber of Commerce and similar.

organizations will recognize the importance of this proposal.
A STUDENT.OFFICER{

Your plan seems to.be an excellent one. Our committee has discussed
similar plwns. We feel that the ‘biggest obstacle to such a plan would
he xro+1'1nrr 1m?~nr.~.+rv to furl mm'h their pergonne el to this committee. How

Ve naps, s ek U Vit ad aady O QUL

do you propose to vet around that?
MR. NOVICK: .

That will be a major problcn because we can assume they w1ll not want
to give up their best people. On the other hand, if we have a permanent
and continuing operation we could recruit young men, so-celled junior
executives.. If a promising young men has Hud three or four years with
the company it is not improbadble that the company would be w1L11ng to
furlough him to the pescetime agency. It might be desiradle to follow a
plan of furloughing, the salary being continiied by the private enterprise.
Howover, it is not at all impossible or even difficult to provide for the
payment of, let's say, the equivalent of expert trainee salarles for those
men for the period of thcir'assignment, and the company would give them
reemployment rights SLmll ar to those granted men inducted intp the;Armed
Services. ' C a . '

A STUDENT OFFICER:

‘It seems to me that in the cases of the trainees lackKing in the
necessary -background. it would be naceqsory to carry it a little further.
How would :it be %o hawe a traince come .to a tollege like thi's for a short
period or a full -term and then! go to a board and serve on the board?

‘

ME. NOVICK: ’

Well, the trainee is always lacklng in experiente, but then the
executives may be lacking in: experience too. That was one of the leSSons
we learned during this war. That ig when e man gets' to the top he may "
have spent so much time in playing office politics or he may have been
so far removed from the actual operaticn such as the actial passing of:”

a purchase order that his experience may no longer be of value in a nevw
task. ~ I am assuming that those young men would get their training in
the paper pushing operation and go back to their company and carry theirs
experience with them into the company progran.

A STUDENT OFFICER:

- Mr. Novick, realizing that ‘industrial mobilization is j?st ag im=
portant as militaery mobilization, and now thet we have o military

15
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National Guard the members of Which sre tompénsated by the Governmment for
the time that they give to their training, what is your comment as to the
¢creation of an industrial national guard, with the appointment of your in-
dustrialists to the level of Mzjor Generals and Genersls, and Colonels,
with a cadre the equivalent of noncommissioned officers, the time that
they devote to their training in industrisl mobilization to be compensated
for by the Government the same as the men are compensated in the military
mobilization of & military Fational Guard? L o '

MR. FOVICK:

Agsuming -that this training is as valuable to the company-as it is
to the Government, whether the Government intends to use men from a steel
plant, a trsde sassociation or an agency of the Government, 1 frankly don't
s¢e the need for this compensation. I think the training of those par-.
ticipating is compensation to the agency supplying the porsonnel. Further—
more, the demand on ones time for this kind of thing would not be as extra-
curricula as going to an armory and drilling once a week. It is my assump-
tion that from their continual contact with procurement, the use of the
apprgpriate forms, orders and directives and regulations when thd men went
from the training courses back to their plants they would bring a real

“value back with them. They would undoubtedly excel in hendling some of
the problems they would now encounter in the company, .since the operaticn
of the mobilization agency would continubusly affect the peacebime oper-
ations of business organizations. They, I -think, would want %o know how

this thing worked.

A STUDENT OFFICER: »

_The question is whether or not. the continued interest could be main-
tained on the part of a large number of men in the various echelons of
suthority to remain in the establishment over a period of years that -
they might acquire this knowledge. '

MR. NOVICK:

You.may-have noted that in the personnel structure of many of our
corporations, &t a ceértain poinit, a group of men in their 30's is selected
for future leadership and frequently some of them are sent %o Washington
to do a term of office. That is how business gets its knowledge as to
how the Government operates. e ' .

A STUDENT OFFICER:

I am assuming that this industrial mobilization planning organiza—
tion will he planned for the stockpiling of strategic and critical materials
where they plan expansion, and for the transportation control needs for
it, and it would appear to me that it would be impossible to have such
an organization that wasn't closely sllied with the military logistics
planning because that is where you are going to get your whole require-
ment. The civilian regquirement would be not more than 40% of the whole,

16
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and I should think that your military logistics planners would be under- -
that organization. :

MR. NOVICK: ;

The actual orgenization would include almost every facet of our mili-
tary as well as our'civilian economy. I am assuning that we will have a
full-time administretive orgenization as well as an advisory board. The
advisory board would include the Army, Navy, Air Ferces, Maritime Com-
mission and such other organizations as might seem appropriate. - There -
would be representation from some of the other Federal agencies. I anm
also assuming that there would be one assistant administrator who woald
devote most of his attention to the militery and- other governmental agency
side of the picture. Another assistent administrator would ‘devote his
attention to. the, industrial, labor, and agrlculturnl side of the picture.
These major asslgnments would' of course break down into smaller.assign-- :
‘ments to sub-admlplstrators who would work in specialized fields.

A STUDENT OFFICER.
Would this agency be similar to the British Ministry of Muni@ioﬁs?
MR. NOVIGK' '

Frankly, 1 don't know anything about the poacetlne operatlons of the
British Ministry of Munitions. Whether this proposed agency would be
similar to it or not I don't know, However, I do want to point out one
thing and that is that when we start to consider British experience-we -
must récognize the size of the English industrial econonmy, which is some-
what different from ours. One of the reasons I think the United Kingdom™
did such an excellent job——and I think they did a very good job--was that
controlling their steel industry is a smeller tesk than controlling one
mejor comvany in an-industry as large as ours. '

A STUDENT -$FFICER: -

You provose sending business people to the Government %o find how
the Government works. Is there any objection to sending the Government
down to industry %o see how that workq and what their. proulems are?

MR. NOVICK:

I ax aséuﬁiﬂg“they would do‘tdct ail the time. I don't know how. -
familiar you are with peacetime Governmental operations. 1 am in the
public service arnd I think in the Tariff Commission where I took my

training the commodity exoerts spend up to a quarter of - thelr tlme v131t«
ing plants and consultlng with bu51nesg men. ‘

A STUDENT OFFICER: .

I meant working with them,
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ME. NOVICK:

I meant working with them, I mean in the operatlng Problem. I
‘mean working with them in the factories, on the job, at the machines. .
The man in the steel industry job would know the techniques of the steel
industry., It would also be his job to work with the steel industiry on
the paper passing problem, the reporting and production problems, and
allied situations, for tqey have become extr Lmuly import@qt in a wartime
organlzqtlon, :

A SIUBEN” OFFICER‘

Gan you expreos an. oglnlon on the plan of hav1ng an @conomy—mlnded

;. man bomg in tqe office of & mlllta“y bureaucrat?

~WP NOVICK' .

I th 1inic that is as mach a question of luck as it is of loglc,* If
the plan.were presented properly to certain Senators it might be adopted.

I feel sure this idea could be sold to a logical, herd thinking man. The

cost wouldn!t be greats. If Barney Baruch and some of the heads of the
mejor companies like steel and automctive compsanices would’ supuort it
there. would bc a very good chance of getting it through.

A oTUDENT QFFICER:

In case it doesn't go through what are you zoing to do fcr industrial
mobilization?

MR. NOVICK:

Do. exactly what we did.
A STUDBENT OFFICER:

If your thought is good and it works out as planned what is going to
prevend’ in the mext war the President from issuing en Execcubive Order and
before yourhave this industrial moblllzutlon brlnglng in a2 captaln of
industry like we have and stertizng from scrateh?

MR. NOVICK+y

That is one of the problems of = Democracy. I go on the assumption
that ifa man builds a better mouse trap he will catch the mice.

A STUDENT OFFICER:

Assuming that such an organization as you propose can be established
and maintained by training and that plants can be trained to be ready for
economic mobilization, what assurance have we that Congress will graat
the necessary authority to enable it to operate umtil things are in such
a muddle that it is really too late to do effective work?
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MR. NOVICK:

I am assuming that it would be set. up by law. A major troudle will
be in getting the men to. administer 1t'¢,nd that 1s something that hasn't
béen mentioned. . R :

STUDENT- OF”‘ICER‘ -

It seeme to me you would still in your plan have to overcome the
basic difficulties thet we had with the industrial modilization plan
in 1939, and one is the problem of getting the people to mccept it, and .
the other is to get the men that you want %o head the job. In other
words, I would suggest if I may an amendment a along the lines of this propo-
sition: I believe Senatdr Fullbright has brought up & constitutional amend~
ment providing for an sdditional Vice-President. We know of hundreds of
companies that have numerous Vice-Presidents, The United States of America
has only one, and when he takes the place of the President there is no §
Vice-Président. What I meen is this: We have got to zo to the people in
a question as important as this and tell them frankly whst we are after,’
instead of resorting to eny back-stage method and tell them what we .want}
that wé want a Vics—President elected by the people tobe in ckarge. of
all mobilization and national ‘secuPity, or whatever you would call it,
and to put him ip 'a vosition where he w1ll have the responsibility of
leading the Government in the job in time of peace and providing the
mechinery for operation in time of war.

b e s
LRI

MR, WOVICK: i
I think your basic question is one that has to be roso¢ved. und

that is, ™o we establish a Peacetime Mobilization Agency by législaticn

or do we do it by executive order?" I assume the best way to do it is

by legislation, in which case in the normal process after the introduction

of a bill hearings are held and the public Has an opportunity to express

itself as to its desire or lack of desire. One thing that has not been

.emphasized cnough in my statement is that there should be & basic career

organization, one that has continuity and permenence. It would be aug—

mented by people from 1ndastry. commerce, Government;vtrade unions, trade

associations and: the like, . I; fhink that if the agency was well constltuted,

once started it would grovw in strepgth and stature automatically.

A STUDENT OFFICER:

HEw do 'the senior.executives feel about coming down here and working
fer the GoVernment a while?. ’ . e

MR. NOVICK:

. A1 I can say is I think six or nine months urobﬂbly would not be
;tuo much of a contrlbutlon to make to the cauntry for bither the Govern—
. ment or the company., I tkink the junior executivc woauT r1sc in value
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to the company because c¢f the new knowledge he had required. I am
assuming that in all likelihood he would learn some things that would
be valuable to him in production and procurement.

CAPTAIN WORTHINGTON

We certainly avpreciate your very forward-looking talk. Thank you
very much.

MR. NOVICK:

Thank you.

(17 Feb, 1947--350)E
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