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ORGANIZATIONAL A~.~ ADMINISTRATIVE ASPECTS OF ~ .. ~i~; R xI?.kE RAT!O?~ING'." 

II June 1948 

DR. YOSHPE: We are devoting this morning to a dis ~-o" cu~o~.on of t]~e 
Organizational and Administrative Aspects of ~.~artime P~tioning. Ration- 
ing has been characterized as the stepchild of t~e ~.','ar effort, it has 
had a very stormy career for reasons which our speaker can explain far 
mqre authoritatively than I can. Nevertheless, it has been clearly 
demonstrated that • rati.oning is an. essential spoke in the stabilization 
wheel, and it is a basic mechanism for the equitable distribution of 
scarce consumer goo@s. 

Our speaker this morning is kn.~,m to all of you. You heard him 
earlier in the course in a lecture on food as a v~'ar resource, ant? some 
of you have bad the privilege of hearing n_m in a seminar on economic 
stabilization. He has been v~th the. Brookings Institution for many years 
and. has been ac.tive in various capaci~es in the Gover.mment throughout 
the war pericd, particularly as the Director of Food P-~tioning. 

, Dr. Ro~ve has.been engaged in the preparation of e comprehensive 
study of World !~.~ar II expericnce v,dtb food problems~ including price ~ 
control and the rationing. I am veldt h~ppy indeec ~ to u'eicome b,~ck to 
the rostrum Dr. Harold B. Rowe. 

DR. RO~E. i ~m honored snd very ~re~tly ple~se~ by t n~o invitation 
to address you ~ second time on ~ r~al!v ~r~+. tcpic vd~tb!n your 

"E-one " course on ~ ~m~_c Nobilization." This whole subject of economic mobili- 
~h_t we zation is of intense interest to re. Although i sincerely ho~e ~ 

shall not again here to mobilize ~, ecoflemy of ~nms country for war, 
I deem it to be of the greatest importance that the best possible plans 
for such mobilization be developed and conomnu~.l~y improved. 

Noreover, for one who is concerned ~s I sm v,dth understanding the 
organization and operation of our pe~cetim6 economy, analysis of the 
problems involved in mobilizing that economy for effective national de- 

~77 fense o~n be both interesting and very i~ormative. F~n .... y~ the problem 
area we are discussing tod~y is naturally of particular kn,~rest to me 
because I was plunged deeply into it during the rece~.t war. 

i have been invited to direct.~: discussion to "An AnalTfsis o£ the 
Objectives, Scope ~nd ~..~ethods of Dati0ning, ~n@ the Economic, Political, 
Organizational, and Administrahive Aspects of that oroo!em in ~:~artime 
and in the Postwar Period." Of.: course, no one coul6 possihl$ ~ examine 
the many important aspects of ,~uch abroa~ topic vrithin a single lecture 
period. Nevertbeless, after some thought, I have @ecided upon a rather 
reckless attempt to open up for your further consideration problems, ideas, 
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controlling--or at least dampening down--aggregote, effective de~r~.~J. 
and, hence, prices for the controlled item. 

Other purposes con be cited~ ~at Tsm inclined to think that upon 
close examination those which are valid can be placed in on8 or another 
of these three ¢!sssifications. In fact, the classifications themselves 
overlap considerably. The reasons for my believing it to be helpful to 
distinguish them will become apparent, I think, if we consider how dif- 
ferent the relative importance of these purposes may be and what v~.d.sly 
different employment of rationing controls may be suggested, depen<~ing 
• upon hbw the economic stabi!ization problem is to be dealt with in the 
Xobilizati on PI~. 

~/hen i met with you earlier in the year to discuss the general prob- 
lem of planning for mobilization: in the food sector , I used some time, 
too much time no doubt~ in tryin~ to explain my conception of the over.- 
all task of economic mobilization° In brief, I state@ this ss "fund~ .... 
mentally a task of ~ccomplishing a unified @ireetion or m~n~gement of 
the economy so as to secure its best possible performance over all phases 
of the war cycle." 

Dr. Hefflebower tells me that in his more recent ioct'are he or.played 
a su~hst~ntially equiv~].ent-strtement. I also m~d.~ ~'~ bn~ ~oint--which Dr. 
Hefflebower elobor~ ted more fully--ths t among the greatest obstr c!es to 
the accomplishment of such ~n effective m#a~gement of the econe~j7 is the 
inf!stion potentis! whic!a is generated during the emer~oncT# economic cycle 
and which constitutes one of the characteristic fertures of that cycle. 

Now in theory this feature of the w,~r cycle presents the mobiliza- 
tion planner with a choice among thre~ basic aiternctives. ~c first 
alternative that ~.~ight be considered would be that of preventing infia- 
tionary increases in consignor purchasing power by fin~nci'ng the war with 
s~£ficiently heavy taxation. It ~s general y assrmed that such drastic 
taxation in wartime iS practically impossible, i agree part!y because 
I believe that it is politically impossible to reach the necessary agree- 
ment as to how the burdens of the war are to be distrib~tod, and partly 
because it seems almost inevitable that tax revenues ~'7ili lag behind 
government expenditures in a period of emergency general mobilization. 

I should lik~.~ to say for the record~ however, thct I personally con- 
sider it desirable to go as far ss possible in the direction of heavy taxa- 
tion, and I believe that in a futlme emergen~f we shoui@ Co very much 
further in that direction than this country hos ever serious!}~ contemplated 
going. 

The second alternative would be that of substantial deficit finan- 
cing of the war, v~th no effort to control the inflation potential--let 
it go. Under this course of action, government expenditures in excess 
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called, perhaps incorrectly,, the fundsmenta! stabilization strategy to 

be incorporated in the Mobilization Plan. ~ 

The point that I would like %o establish is that.the purposes which 
rationing may serve in the Mobilization Pl~n, and hence the importance 
that it c~n have, depend upon the kind of economic stabilization strategy 
that is adopted. In order to .make this poin,t as clear as I can, I shoul~ 
like to have you co~ider for a moment the quite different uses for which 
rationing might be employed under three alternative pls.ns that conceivably 
could be used. Please bear in mind that these are selected for illustra- 
tive purposes an4 do not by any means represent the only alternatives 
that may be considered. 

One plan v~'ould be to tax up to the limit Of v~ar~me political feasi- 
bility, not attempting any direct Control of the inflation potential, 
but try to provide such minimum economic controls as become necessa.ry~ 
(a) to prevent undue diversion of resources a}vay from the imnortant war 
purposes and (b) to prevent intolerable adverse reactions uoon public 
morale. This p!sn ~voul@ be ~ reasonably close oarsllel to the economic 

,.or-d War I stabilization strste~r odopted by the United Stetes during -v ~ 
It it should be adopted in a future emergency, the ~minimum of supplement- 
ary controls tb~t :vould be necessary ~vould depend upon many things--in- 
cluding how f~r texation wos, in fs.ct carried; the scale ef the" emergency; 
an~.~ conditions ,;~thin the economy at the ti~ . In the li ~,+o~ ~ o~.~ our nor e 
recent experience, hey:ever, it is clear thet shortrges would ~ppe~r for 
many individurl civili~un items, some Of which would be essenti&!, either 
basicnlly or from the point of vim~ of morale. Numerous iliustr~tions 
ccn be cited. Gasoline, tires, ~nd fuel oil during the recen~ v.mr pro- 
vide ex~mnles~ of items that h~d to be r~tioned so that ~o~ ~vailable sup- 
plies could be conserved for their most essential uses. I would cite 
coffee as perhaps illustrating a situation where rationing ~ou!d be re- 
ouired for t~e same purpose even though the item itself has no imoortance 
except to morale. 

In esch of these cases the purpose v¢ould be of the first type vrhich 
i mentioned, namely, "to .control the allowance or Share of critically 
short cssential items to each use or each individue] consumer in order 
to conserve the limited supply available for the needs deemed to be most 
important." 

There is another type Of situation that probably ~vquld develop, ho~. ~- 
ever, which r~ght also call for rationing® Si-nce a sizable inflationary 
demand for civilian goods would develop, there would be strong incentives 
to divert resources a~'ay from war uses and into the increased production 
of these items. In the industrial field it is quite possible that this 
problem could be solved through the effective control of materials. I 
would add the proviso, however~ t~t controls over the use of materials 
of the kind v~'e had during the hast war ~rould have to be supplemented by 
a much more comnrehensive and stgingent control of msnpovrer than we have 
ever exnerienced in this country~ 



directing tn_. use of resources, .of cours~ you undcrsLand thet fk':~ direct- 
ion would trke place by limiting the demrnd and hence c':~eci~ing price in- 
creases for items such as meats. At the same time the" use of grains for 

±no food and the prices of grains would not be restricted. ~'- re~ulDing 
change .in the relations.hip bet~veen meat and grain prices, would reduce the 
incentive to feed grain to livestock. Bt~t when ceilings cre imposed in 
accordance v,ith a "hold-the,line" POl.ioy~ the relationships between meat 
r.nd grain prices are fixed. It is no longer possible touse rationing 
as the "~ pr~:..ailff control t6 influence the use of resources, because (a) it 
would be politicrlly unfeasible, if not impossible~ to set the ration 
so low as to depress meat prices below their established ceilings~ and 
(b) the ceilings on grain prices would keep feed grains "cheap" and there- 
by maintain the profitability of livestock feeding. 

It should also be noted, although I shrll not eieborste t]-.o point 
here, thnt effective @irection .of the use of resources through the mani- 
pulation of demand could not be accomplished through civilian rrtioning 

. , *'~,~'. inte- rlo:~e. Since civilians orovide only prr-b of the tote] ........ nd, an 
grated direction of government purchrses for militerf< Use, for lend-lease, 
rnd for stocq:piling woulc7 be required. 

Although under a stabilization strr~ueg~:~ which . . . . .  p_L~ced" ~ nrima~r r~ii~=.n ..~~"'- ~ 
upon price controls the second type of purpose ~hicS. I out'...inod would not 
be ve~- important, a ~alrd p~.rpose would .be identified. ~%th restrictive 

o° ceilings imoosed uoon~ prices~ demand would excee~ the ~°u~-i<''~z ~--~ w av~.ilable~ 
and some form of r~tioning would be called _for. In all ~-.-~,~.o~.~b._Im< " {7,~ the 
purpose woulg'. "oe strted in terms of insuring ,~q~-"..~.._+-.~~......~.~ .~istribution, pre- 
venting horrding, or trkimg the pressure off the price -<-"~ ~ ~..:~ ,~ro~ ~. The 
real purpose would f~ll in the third cs.tegory which ~p..c±~mmd as 
li~it expenditures for an item or items as a moans of r6stricting the 
use of purchrsing cower and th,~reb¥ controlling--or at least dsmoenin~ 
do~..m--aggregate effective de~mnd and~ hence prices for the controlled 
items°" 

For further comparison let us see hg;~ the situation might be changed 
under a third type of stabilization strate~sy. Let us assume th< t it dif- 
fers from the preceding one.onlyin the. generol method by which it con- 
templates control of the in.f!ation potential. Insterd of relvin ~ primo, r- 
il V uoon comprehensive price controls, thereby substantially abandoning 
the market mechanism for directing use of resources and dist~bution of 
products throug]~ competitive price adjustments, this p!s.n would seek to 
retain those functions for the market, so far ss it ::.~ss possible to do so. 
To this end, it might p3ree chief reli[nce upon a broad control over ag- 
gregate expenditures for civilian items, while ot~em"ise !coving the mar- 
kets largely uncontrolled, P~.tioning provides the moths b> ~ <:bich this 
control oyez" aggre[ste expenditures night be imposed. 

In practice, the control nrobsb]y could not, or shr.u!d not be ex- 
tended over ell civi!isn items. Perhaps it could be opplied to foods, 
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and how +io organize~ as well as the administrative and political problems 
to be resolved, defend in no small part upon the basic decision regarding 

~. over-~±~_ pTan. the nlace which rationing is t o  have in the " ~ ~ 

Now, let us Consider the methcds of rationing v~hicb are available and 
their relative effectiveness for the purposes we have identified. 

First of all, let me say that only formal rationing that e~pioys some 
type of ration currency (v~hich must be surrendered to the vendor in order 
to make a purchase or obtain delive~£ of a controlled item) v,~i!l be. considered. 
~ere are various nossibilities of working out informal controls which have 
more or less merit for limited local application, such es in a loc~! emer- 
gency created by a temporary interruption of food transports±don into an 
urban center. But it simply is not worth your time to consi¢~er, nor ~ time 
to discuss, any of these for n~tion~vide use within a general mobilization 
plan. 

Second, let me state, ~[thout taking time to elaborate fully, that 
no method should be considered unless it re].ies unon this cur_e~.cy to con- 
trol distribution at all levels. By this I mean ~ + < , ,~  <,  consumer buyers should 

:ao~.on currency and obtain their supplies at any be free to present their ~ ~ 
retail outlet they ~".msh. Similarly~ each retai].er should be ~us_!my free 
to purchase from any wholesaler. But both re tailers~ and wholesalers should 
be allo~~'ed to obtain their supplies only by, in turn~ surron@ering the cur- 
rency t.h~ collect <' ~ ......... ~ro.,~ their c~st~mer °. Wen people move into a defense 
area, let them t~ke their ration books v~th them, and the volumes that the 
retail stores can handle z..~ll be adjusted automat:Lcally to the demand, be- 
cause volu~_e, depends upon the ration currency presented. Beyond t~his there 
Should be no ~limit~.tion upon the volume o~ business ~ ..... _. o.~..~o c~" bc done by 
any retai! or wholesale distributor. There is simply no place in a ration- 
ing system, to be used under conditions such as we have in the U • "~ , ~_mo~d States, 
for quotas or other restrictions Upon shifts of b~siness mr~ong distributors. 

This does not mean that quotas may not be applied to primary o~..~trl- 
burets, ~'oi~+,t ~ is, proSucers. On the contraryl quota control over ~orocessi~g-- 
or production may be very useful in certain cirm~stances. An illustration 
would be the ~laughtering quotas for meat packersworked out~ but only inter- 
mittentlx employed, in the recent:.war, to dealwith the soecial. .situation create~ 
by the fact that some ~,adkers"ar@-.federai,ly ihspected~and, some. are~not~_ The 
Federal Govern~ent..coul~. b~y only.gram inspected plants.,, thereby taki~ga.fpart of 
their volume, but the product of the nonfederally inspected plants could 
not be shipped across state lines. You see the extent of the problems which 
this created in m~int~ining uniform distribution un@er the rotioning pl~n. 
An even better s though less publicized~ illustration was the su~s.r zoning 
order un@er which deliveries by refi.~lers an¢ processors were rcrstricted to 
specified zones. 

Also there may be exceptions to my statemen~-~e,~ applied to conditions 
of co~mtries having a compac t geographic s<rea, a not too complex distribution 
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be used in this "price system" is controlled through the issuance of point 
alloy:antes. These allowances represent the authorized e.~u:cnc!itures of 
points for the purchase of the ~ontroi!ed items at the q~'oted "point 
values" or prices. The most significant @istinction: bet~::Oen this t~.rpe 
and expenditure rationing is that under pointrationing t!~e "prices" ~:bich 
control the amount of the respective items which c~n be obtained v,<th 
the a!l~red expenditure are in a separate currency anc~, therefore~ c~n 
be controlled independently from the money prices; ~vherces vnc!er expen- 
diture rationing they are i@entified ~th an@ in feet are t}:e mon:~y prices. 
Othen~.se, their operation is identical in ~!i significant respects, 
The importance of the distinction ~vill be brought, out more clear!~r after 
~:e consider some of the problems involved in the use of those methods. 
l%e principel requirements to be satisfied for e~# or ell of t~ese sys- 
tems to be effective again f~ll under three beads. The main orob!ems 
of administration arise in the attempt to meet these requirements: 

i. Counterfeiting and theft o£ ration currencymust be prevented° 
This requirement is so obvious that ! shell not elaborate on it. But 
make me mistake, it raises real problems v~hich v~rra~t consideration~ 

2. All of the co~modity must be brought into the system at the point 
of primary distribution. By this i mean thst there must be no supply 
of the con~nodity ~vaz±able for purchrse except throu, gh the surrender o_f 
rationing currency. You simply ca~ot ration part of the market and leave 
the rest of it unrationed. This is why so many problems arose in fitting 
together the civilian ration controls and the military, prom~rement .sys- 
tem~ and in ref~sing to all~v cxceptions~ or have an F supplies not con- 
trolZed. Unless primary distributors can be require@ -be collect rntion 
currency for everything they produce and sell, there %,~i!I be a potential 
supply for bl~ck markets. This is the most f~andamentsi requirement for 
maintaining effective oontrol~ In my judgm6nt, it also presents the great- 
est administrative problems an@ is the most diVficu!t to s;,tisfy. 

The difficulties on this point very more es betv:een commodities th~n 
they do bet~veen svstems of rationing. I would like to illz~strate by one 
comparison. Sugar is not ve~# dif£ic~It in this respect because there 
are only a fe~,v sugar refineries ~:nd beet sugar processors. There is no 
difficulty in checking their compliance, as to whether they hsw~ collected 
• the required ~mount of ration currency for ~i~ the deliveries they have 
made. This is especially true because they have no ra~ m~terials ~,Cth 
v~hich to operate except those-given as raw sugar quotas. Now consider the op- 
posite situotion v~dth respect to butter, v~here 30 percent of the butter 
is made on f~rms end sold direct to consumers v~dthin the same communities. 
The problem of enforcing compliance upon '~o m~ny small farm producers is al- 
most impossible unless some very ingenious and drastic method can be 
developed. I am submitting this to you Is the most fund~mental ond the 
most diffict:it problem there is in devising a ro~tion s3~stem that ~dll 
really work in the sense of accomplishing.its purposes. 

Ii 
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, ~fith fern" if any very important except~ons~ ration .... lo~.._:~.t~s ,.~ill 
need to be established in relation to economic criteria, that is, they 
derive from the general goal of efficient utilization of resources in 

wsr~zme uses. some ~,:~ this requires a their most important . . . . . . .  In ins+~ .... 
rather oe~a_med control over the distrib~tion sn~ ~ use of inc~ividual items. 
For ex~mpie, in rationing gasoline the criteria for estab!ishir:g allov:- 
ances for use in private automobiles wo~id. ~ .  reflect decisions re~.~,~°~_.ng 

' :tWe importsnce of the contribution to the mobilization of tort ~,'hich such 
transportation service enabled individual users to make~--as pb~/sicians, 
defense plant employees, farmers~ etc. Similarly, fue!~ tires, a~tomo- 
bi!es, t~/pev,miters, etc. mcy..heve, to be spportioned according to the im- 
portance of the use to ',.vhich they v~-o~id' bc put b~; ind~ividuel coT~s~":~.ers. 
It is else. possible , in theory at least, tn~ t some iter~ ~, ~r current con- 
sumption might be so important to health or morale that the avri]ab!e 
supply would have to be apportioned to ne'~rl~.; %~c~:, indiv~<h:,-~l o S~me 
would ar.~ue that coffee afforded sn exrmp!e of this kind, rlth,~[,:h per- 
sonally i cm of the opinion that it does n~t ~nd th-~t it ~ could bc bandied 
satisfactbri!y v..dthin a general rrtioning ~,rogrrm covering ~ l~rge vari- 
ety of feed items. In sn6 ~ casc~ theimportant neint is that in all of 

. ~ ~ meth,~ these situations i hove just mentioned, unit r,~ticni]~ ~ is ~"~ .onl~ 
that can be considered. So fs.r es I kn~,', it is the .onl~.- method under 

- ,  . . . . .  b _ , . _ s h e d  J_n cc, ,-L~crr: ,d_t~r vdth which individual r~tion ellc~.:~'ences c,~n be e~t ~ ~i _ 

criteria rel~ting to the distribution of a single item for sgccified uses. 

But suppose rationing is und~rtrken for the p~;rpu, so of limiting the 
censrmption of s~me bro~d cl:~ss of goods such as foodS? in this case 
a large number of items v;o~id have to be controlled. Thoor:.~ticr.lly, of 
course, this could be accomplished by placing e~.ch item under a separate 
unit rdti6ning control. Realistically,. such a course ivould be so .Lo,:pr~ctz 
cable as to be impossible in this count~. ~uong othe.r ,things. there 
v.,'ould, be sep,..~r,?.te regalatio~is for each item, COnSUg:crs -.>,euld c~rr~., ~ a bag 
full of ration.books, and retailers cot~id n6t possib!$~ cede ~,.~th the prob- 
lem of collecting the many different coupons. Separate ration allot:mutes 
would have to be ~stablished for each item, ~.. ~ t~sk on vrhich ~ny .~._~."~_.~ 
organization of loc~l boards ti~"t I c~n ime~ine .would c::~rtainly break 
dov,~. 1[oreover,. even i.fl this te.sk coulO be. accomplished, it is probabl e 
that h~rdly anything cou!d be f~rther from s~tisfyinR: the rcqudrer.:ents 
for emergen~r economic mobilization tb.cn s dls urmbu.t!on of each individual 
item among, all cons,~mers.. Food conm~mption wries--geo~raphic~.l!y, by 
age groups~ employment~ religious bel~.e~ eta Sor~.n needle de not eat 
spinach, others abhor liver. In short~ it simpls~ ~,.'rovld be out ~-? the 
question to "spoon. feed" the po.~ul,~tion_ . of this coun~ , "  trader ~ series 
of unit rationing progr,~ms covering a lerge number of in#ivid~,,~l •~'~e ~ 
it ems. 

the criteri ,~ inSiccted in this situ- But it should be apparent ~h,rt ' ~ ...... 
aticn @o not rel~te to the distribution of.indi~idu~l items° Instead 
they refer to the aggregFtp-of s large number of go~ds. It is in such 
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£o substantial monopoly in_~luence. On the other hart@, ooint r~tioning 
may be emp!oyed--~s we @id durin~ -?h.~e i~st war--when prices are urn.or 
~omplete,; arid more or less independ@-nt, control. 

There is some sdditi.onal significance to the fact thet~ through the 
manipul~tion of ~:,oint prices, somewhat greater ~dmi.nistr~:dve control 
con be Exercised ~,~thin the point r~ationing system. Hov~ever, in :.V opin- 
ion this c~n easily be overemphasized. For one thing, the automatic ad- 
justments • which take pl~ce ~th.in the ~.[ystem ~Imost invariably are more 
satisfactory than any which con be r~de by Executive decision. In fact, 
the problem in setting point prices is mainly one of determining as nearly 
as possible the prices which would be established by a ccmoetitive r:arket 
for the supplies available and ~dth, the point purchasing porter that has 
been issued. On the whole, i am of .the opinion that. the greatest danger 
is that administrators, especially if they are inexpe~~ienced or lack com- 
petence, will try to control in too much detail~ whereas the) ~ had ~mch 
better rely uoon automatic adjustments by a competitive market mechanism 
so far as oossible. 

Not on~ is this matter of flexibility important from an operating 
or administrative stsndpoint~ b~t it also has a direct bearing upon some 
ver~y significant legal, political, and public relations aspects of ration- 
ing. Administrative decisions on regu].ato<r matters such as the determina- 
tion of rationing all~vances, of c~.rse, must be v,J_thin the lir~its pre- 
scribed in the legislation ~¢ v.nhich they are snthoriz~d. Zoreever, the 
legislation itself must corform to constitutional !i~_tetions upon delega- 
tions of authorihr and discri~_nation. From these it fol!or:'s that a ra- 
tioning agency certainly should not be empowered to estrblish rationing 
allowances excent on the basis of clearly defined standards. 

Both in legis!etion ~na in r.-~tioning reg3i!~tions it is possible to 
go s very long way in the direction of sett_~:ng t~D st~n~ords which so tisfy 
the necessary leg~l requirements and st the some time provide reasonable 
ad..~inistr~tive f!exibi!i-br, but the t~sk is very difficult. !~nere is 
too often a tendency fc.: ° executives te ask for unreasonoble discretion, 
while !eg~l ~dv_~o_s tend ~o press for rigid standards not always aopro- 
Friate to the complex eccnom_~c situation tc be controlled. ~en the 
necessary ficxibility and adaptability can be provided v,ithin the control 
m~c .... nm~m ~.s c'~n be with both ~.,o~nt ~nd .expendit~re rationing--this orob- 
lea is enormously simplified. 

Even if there were no legal difficulties, no wise executive ~wmld 
ask for authority to establish ration a!l(~,vances at his (:¢.~ discretion. 
By obtaining such authority hc would simply invite requests and petitions 
to change the cll<~.v~nces of all the individuals ~..nd grou~s who, ~vantcd 
larger rations. Horeover, he ~rouid ~become the target for cve~y fern .~" 
pressure that Could be brought tc beer in order to secure these increases. 
Hence, even if no restrictive standards were imposed uoen him~ the 
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Next, I woul@ seek imporvements of methods ~lon~ sever~! lines: 
How to lick this problem of yetting ~Ii supplies ~,mder control is the 
big one. B~yon~ that, I v~uld consider eliminating th~ cor:~trol over 
point prices ~nd sll@vtEom to be established competitively. In other 
words~ I v:oul¢] cut ~ut of Our point rationing progrgm of the recent war 
all the machinery for the direct governmental determination of point 
p~ices an,~ let them be det~smined by competition ~ithin th~ system. 

I would seek a simplification of the rctioning curremc~! alon{< r;ith 
improvement of or the elimination of the rationing banking system. Some 
of my former colleagues would turn handsprings if they hc8rd mc say this, 
but I h#ve not been quite certain in my o~m mind that the rationing bank- 
ing system was ve~# much of an asset to us. I h8ve the feeling that for 
expencSiture rationing, a much better system might be to issue five and 
one doilsr bills in en additional Oolor that could be used only for pur- 
chasing rationed goads. Then the rationing allowance to each in<}ividua! 
would be issued as a card authorizing the in@ivi6ual to obtain the spe- 
cified number of dollars in these bills at any bank in exchange for an 
equal number of dollars in regal!at currency. Tricks of this character 
provide a re~l opportunity ~o simplify these r£tioning systc>s. 

In developing the c~.teria for issuing the raii.'~n allo~':ances on ex-- 
ponditure rationing, I would particu!srly consider tv~c plans that bsve 
been proposed for overcoming the difficu!~ ~ that not excct!y +,he s~ne 
amount of purchasing power cvn be justified for ~olI in@ivi~,~!s. One 
plan that has been proposed is t.~t of pornittin~ the sale c f r~tion 
allowances by these~ ~bo, because of !sck of i>come, c~nnot expend as 
ml/ch rs their authorization csl!s for. The one tvhJ.cb I 4evise.J >$~self, 
(and, theref<re~ think a little more promising:) is tbot ^f .~]lo>,dng each 
in@ivieu~l a specified percentage of his estimate@ p~st cxpenc~itures for 
the rationed itoms~ but t;6.thin fixed ~ximum ,~n8 ~inimum limits. There 
are some 8ifficulties~ of cc'~rse, but this i<]oa h~s pretf%, go<,d p~ssibilities. 

In conclusion let me mention the problem of Organization because 
! knc~v the interest you gentlemen have i~ it. I hope this quite i~Der- 
fect rns~rsis of whet is inv,:'ived in r¢ticning v6_ll h~w) rew~sle~! tc you 
v~-brt I morns v~.an I trio@ to s<T at the seminar disct~ssicn the c.ther day, 
thvt I c.~n express rn opinion on organization only in relrtion tc some 
stete..'r-ent rst; whet stabilization strete~ you center, plate. If you are 
going to relegate rrtioning to the minor role of provieJing for the spot 
treat1.-ent of specific shortage areas~ it really doesn't make sc very much 
difference where y,"u put it in your organization plan. All it needs is 
a place where the necessary attention to the detsi!ed ec~::inistrative pro- 
cesses that are required can be given. 

If, en the other hand~ you are going to try to combine it t.ith price 
c~ntrol in the kind of program :re had in the recent war, the o~iy ~h~_~c~ 
in the v:orld that you h~ve of getting the degree of cc:'r~in~ti.~:'.n and 
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Uniter the point system of rationing, currency rnS even forms co~Id 
be d~signed ~n4~ printec~ ~dth sufficient flexibility so th~,t the~,~ weD!@ 
still be suited to the !~st minute decisions tb~t ~,vou!8 hs~ to be m~Se 
with respect to v~[~.ic!~ commodities si]ou!4 be inciu@ed. ~_e expen@iture 
9(,~.tioninz t3hpe of contr01;issom~,~h~t th~ ~sme; If th~ problems are of 
the type that I im~icsted at the end of my talk, ~e s]~cu!c] v,'or!,- on those. 
Honestly, i th~nk either a point or expen0.it~re system co~,l.~ be devised 
that could be put into operation on ve~y short oraer ~.-he:~ a c?eCeose emer- 
gency arose.. ! ~hink it ~;',-oui8 ta]<e en infinitely short time snc~ v;'oui~ 
involve ~n infinitely sm~ller cmount of pcper work thc.n t~be so-cci!ed 
~'simpler" System. 

I might say one more thing--small change is important in r,:~tJ.on cur- 
fancy systems, just as it is in our money system, and it is rstb_er h;:rd 
to provide. Fortunately, tokens--the equivalent of the red an< ~, blue 
tokens that we had in the recent war--are something that corn be devised 
quite independently from the commodity for v~hich they are to be used. 
They take the longest time in'groduetion and are more costly than any 
other preparations that are involved in a smooth~ eff,~;,ctive introduction 
of such a scheme of general r;ti%ning as I proposed. 

T " : ' ~  T ~ T ,  • ~ QUE~TI0,~. l.,~r. Rov.re, durin~ the late ~'ar ,,.'e hacl th~ ficl~ c,r~s:.qiza- 
tionel setup~ ~dth the regional of.fic~s, district ~" "~ -" ~ '~ o.t=mc .... , ~nd loc~:± b ..... rds. 
Under your suggested, plan o:~ expem0,iture retioning~ wb~t t~e. ,. o~. _.mc_.d 
organizstion~ briefly, would you rccomm..end? 

DR. R0i~: Nay I interpose one point so that I rm not misunderstood? 
You say, "m~ suggeste<1 pl~n of ~xpen0iture r~$-oning." it is tm~e that 
I do think one of the most promisingS'lines of ~ ..... ~+ .... ~-" ~ for ~ suit- 
able pl~n of r~+gicning in the next w~r is in the direction of exprnditure 
rationing. But it rerl!y is n~.t my clan: ! v~onl@ smsv;cr tb~ q~estion 
tentrtively c!ong these lines: 

First ,~f ell, your problem of the f.icld setup v~oul@ be simnlified 
+~- ..~ 

because there ~';ou!~. be really :Only one rationing progrcm ~.~d. th r ~_~.;~d 
organization to represent it. Be~r in mind. that there ~voul~. be very few 

• " "~, ~ ~.:cul~ fur- if any price c.:.ntrels over the rationed co.mmc~z~z~ c,n -~ this 
thor lighten ~he burden upo m th,,e ficl@ org~-~zation. 

The job ~o br @one in the field would be som~vhat ~iffcr.:~nt ~:n~er 
the '~.~pe. of comprehensive r.~tioning control that i sugsested. The tasks 
involved in the issuance of in~,ustrial ~n~ institutional r~ti,::n a!lo~vances, 
in the he~ring Of hardship cases, i. ~', the ~ppes.ls for"edj~s~mcnt because 
of special circumstances, wc~ul@be of small dimensions comr~arcd to what 
we had in the recent v~r. ~rc ~,veuld tm th~ one big hur~,]~ t~, get ~ver 
in the first ~ " ~ " . . . r~gms~r~t~on and issuance of Consr, mer el!o~w°nces 

Another job, the checleing of compliance at the point <;f primary pro- 
duction~ would come up an~ assume greater proportions. I v~a~t to repeat 
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DR. YO.%~{PE: I would like to,,. raise <no qnesti:on, Dr. R:m.ve. You sz;~ke 
of the nrg~nizetic.nal pattern possib~]y combining the f~.~nctio~l an~ the 
com~.eOity opprosch. In the c~.se of food, for example, y,.-.~ felt that a 
~.,~la.r Food A@ministrrti':.n might be ~ ver~ essential, t~;pe c -~ or~'.n_izetion. 
In ~,Zorl~ ~V~r II, we recrll from the record th~.t the setti.ug up of the 
comm~,dity czars in the fie].ds of petrol~am, .~.gric-~!t~rc, ~na rubber caused 
the OPA retioning euthorities considerable difficu!tyo I ~:{<'.n~er if you 
would co~mment on that, ~nd, also s~ggest, J,n te:'ms '.~f -~n ergsnizetion 
thrt combines th.'~ f~.~nctio~.al with the ce~.~e~ity r-~prooch , wbrt p!~ases 
of the r~tioning e'cthorib; would go ~,o the functional agencies sn¢l ~:rhat 
phases would go to the ec.mmo@i~y se~ents of the structure? 

DR. ROV:~: I see clearly that you intended to s~k <~-:. s c.u.~..~ .... ~±~ 
question. It is perfectly fair, you un<~erstan@. Let .me start ~.th your 
reference to ~ former suggestion that the pattern of organization would 
not have to be absolutely uniform for ell co.~m~odity areas. If i am cor- 
rect in my statement that v&thin the industrial area the ~se that is made 
of resources can be contro]_led ~.~ materials elloc~tion, by manpower-or con- 
trois, end by prohLbitions upon the production of refrig~rators, radie~, 
and things of that kind~ then it foi!o~vs stabilizabicn c<-nt."o!s ~ill not 
have to be relied upon to perform this f~~etion. Price cc,n-'aro~ can im- 
pose the desired restraint upon price increases ~n~ influence upon returns 
to producers; rationing c~n seek a satisfsct~ry d~,str'.bz~tion of the pro- 
ducts available; and these controls can be more or less in@cpeu4e:."~t cf 

• ~ e~cb. ,-..thor. in t}~is case it is .fe~.sible, and those over matermals or ..... ,. . .  

may Wen be most ~,~'orkab!e, to organize on a func~.on~! basis. 

The fret thrt this m~y be true in the in,~ustrial are~, ~earticul~r!y 
v~th respect to the more durable consumer gooCs, does n:-~t effect my ar- 
gument that orgenization by functions ~-:ill not ~:ork v~re!l in thc~ foo~. erea. 
I ~o not think there is any means o¢ ~n -~l ~o "~ ~ ~.. .... v;hether 
he sells his groin to the flour mall s or feeds it to him l.ives-tcck.; 
v:hether he uses impc~:rtr.mt fertilizer i6 the ~..':rtermelon p-~tch cr pu!~s it 
cn items thrt ~re essentie! tc~ the v:ar effort; except ti~reu~ the incen-- 
tives of fore@ by the returns he crn get for the c!ifferent pro@~,.~.cts. ~:ore- 
fore, you c~nn<~t differentiate the functi~,ns of contro].]_ing returns and 
reguirting the use of resources. 

It is part ~,f ~ 3  arg~ment thrt we h~ve not perfecte~, ~n~ v;e ere 
net likely to perfect, s~Tstems o f  Cet~'iled ccnbrols ~"~. r  c~irectin~z the 
use of sgric~11tursl resources or the ¢listrib~tic,n Of in~iviclu~rl food items 
anTi'.here herr sc go~-C as the automatic direction which the uncontrolled 
economy ~ecomplishes through competitive price ~djustments. The only 
feasible v;ry thrt I see of han~.iing ~-~e f-:~cd sitlmtion is by ~s.ing a sys- 
tem thct preserves that competition. 

Hc'v, ~ do we @o this and still accomplish st~nbilizati.:~n? I think it 
argues for ~n over-all limita~_on upon aggregate consumer expenditures 
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