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ORGAWIZATIOVAL AND ADMINISTRATIVE ASPECTS OF WARTIME RA TTUNINGH,

11 June 1948

DR. YOSHEPE: We are devoting this morning to a discussion of the
Organizational and Administrative Aspects .of Wartime Rationing. Ration-
ing has been characterized as the stepchild of the war effort. It has
had a very stormy career for reasons which our speaker can explain far
more authoritatively than I can, DNevertheless, it has been clearly
demonstrated that rationing is an essential spoke in the stabilization
wheel, and it is a basic mechanism for the equitable distribution of
scarce consumer goods,

Our speaker this morning is known to all of you. You heard him
earlier in the course in a lecture on food as 2 war resource, and some
of you have had the pr1v1lvge of hearing him in 2 seminar on economic
stabilization. @& has been with the Brookings Institution for many years
and has been active in various capacities in the Government throughout
the war pericd, wartmculgrlv as the Director of Food Rstioning.
Dr, Howe hes. been engaged in the preparation of 2 comp rehenclve
studv of Worla M'r IT expericnce with food problems ,_JﬂcluCLng price ¢
control and the retioning. I am very heppr indeed *o -welcome back to
the rostrum Pr, Hasrold B, Rowe,

DR. ROWE: I em honored and very grestly plersed by this invitation
to address you 2 second time on 2 rselly importsnt tepic within your
course on "Iconomic Mobiligation." This whole subject of economic mobili-

zation is of intense interest to me. Although I .sincerely hope that we
shall not agrin heve to mobilize the econcmy of this country for war,

I deem it to be of the grentest importrnee thet the hest possible plans
for such mobilizetion be developed and continuslly improved.

. Moreover, for one who is concerned »s I =m with understending the
organization and operation of our pesce*ime econcmy, analysis of the
problems invelved in mobilizing that economy for effective nationzl de-
fense cen be both interesting and very informative. Finelly, the problem
area we are discussing today is neturally of perticuler 1nuerost to me
because I wes plunged deeply into it during the recent war

I have been invited to directAmy discussion to "An Analwvsis of the
Objectives, Scope end Methods of Hationing, end the Econowic, Politieal,
Organizational, and Administrative Aspects of thet problem in Wartime
and in the Postwar Period." Of"course, no one could possibly exemine
the meny importent aspects of such a broasd topic within s single lecture
period, Nevertheless, after some thought, I heve decided upon a rather
reckless attempt to open up for your further consideration problems, ideas,




controlling--or at lerst dampening down--aggregrte, effective darnnd
and, hence, prices for the controlled item,

Other purposcs crn be cited, but I em inclined to think thot upon
close examination those which erc velid can be placed in onc or another
of these threc classifications. In fact, the cleesifications thomselves
overlap considerably. The rcasons for my believing it to be helipful to
distinguish them will become apparent, I think, if we consider how dif-
ferent the relotive importence of these purposes may be and what wicdzsly
different employment of rationing contrels mey be suggested, depending
upon how the cconomic stabilization problan is to be deceolt w-tn in the
liobilization Plan.

hen I met with you eerlier in the yeer to discuss the general probe-
lem of plenning for mobilization in' the food sector, I uscd som tlmc,
too much time no doubt, in trying to exnlaln mf conc sption of t cveTr-
all tesk of cconomic mobilization., In brief, I steted this eos “funda- o
mentzlly a task of eccomplishing a unificd direction or mon-gement of
the cconomy so as to secure its best pOSwlbI“ verforncnee over all phascs
of the war cyelc.'

Dr, Hefflebower tells me thet in his more rccent lecture he erployed
a subst?ntia11J equivelent strtement, I also mede the point--which Dr.
Hefflebower elrborated more fully--thet emong the grentest chstecles to
the accomplishment of such nn effoctive mensgement of the ceonemy is the
inflaticn petentirsl which is genereted during the cmergoncy cconomic cycle
and which constitutes onc of the cherrcteristic ferturcs of that cycle,

Now in theory this fecture of the wrr cycle prosents
tion plenner with a choice eomong three basic rlitoerne tives, Thc
elterrrtive thrt might be considered would be thet of prp
tionary inecrecscs in consumer purchasing power by fingne
sufficiently heavy taxation. It is general y sssvmed the t ch dra
taxation in wertime is prectically impossible., I agrec per tlf huceu
I believe that it is politicelly impossible to reach tho necessary agree—
ment as to how the burdens of the war are to be distributed, and partly
beecause it seems almost incvitable thet tax revenues will 1ag behind
govermment expenditures in a period of emergency genercl mobilization,.

I shculd 1liks to say for the record, however, thet I personclly con-
sider it desirsble to gﬁ‘ﬂ s fer os possible in the direction of heavy taxa-
tion, and I believe that in a future emergency we should go very ruch
further in that direction than this country hes cver scericusly contemplated
going.

The sacond alternative would be thet of substantizl deficit finan-

cing of the wer, with no effort to control the in fl“tl n potential--let
it go., Under this course of acticn, government cxponditures in excess




celled, perhaps 1ncorrectly, “the’ fundemental "t@billthLOH strategy to
be 1ncorporgted in the MOblllzatlon Plon.~

The p01nt that I would llke to esteblish is that.the purposes which
rationing may serve in the Mobilization Plan, and hence the importance -

thet it can have, depend upon the kind of economic stabilization strategy

that is adopted. In order to make this point as clear as I can, I should
llke to have you consider for a moment the quite different uses for which

ationing might be employed under three alternative plans that concelvably
could be used. .Pleasc bear in mind that these are selected for iilustra-
tive purposes and do not by any means represent thc only zlternatives
that may be considered. : )

One plan would be to tax.up to the iimit of wartime political feasi-
bility, not sttempting any direct control of the inflation potentiel,
but try to provide such minimum economic¢ controls as, becomc necessary,
{(a) to prevent undue diversion of resources away from the importent war
purposes end (b) to prevent intolerable adverse reactions upon public
morale. This plen would be a reasonably closec marsllel to the economic
stebilization stretegy cdopbted by the Unlted Stetes during Torld Var I.
It it should be adopted in a future bmerqency, the minimum of cupylemen*
ary contrcls thet would be necessary. would depend upon W(HV things-~in-
cluding how fer texaticn wos, in fact carried; the scrlc of the emergency;
and conditions within the eeonomy at the tlme. In the light of ocur more
recent experience, ‘however, it is clear thet sherteges wcula ~ppenr for
mony individucl civilian items, some of which would be essential, either
basically or from the pcint of view of morale, Numerous 1l¢ustrntlons
cen be cited. Gesoline, tires, and fuel ¢il during the recent war pro-
vide exemples of items thet hgd to be retioned so thet the available sup-
plies could be conserved for their most essentiel uscs, I would cite
coffee as perheps illustrating a situation where rationing would be re-
guired for thie same purpose even though the itom itself hes no importance
except to morale, » /

In erch of these. cases the purpose would be of the first tvpe which
I mentioned, namely, "to.control the allowance or sharc of critically
short cssential items to each use or each individusl consumer in order
to conserve the limited supply available for the needs dcemed to be most
importent.” o e o :

There is another type of situation thet probe bly would develon how—
ever, which might also call for rationing. Since a sizable 7nflatlonary
demand for civilian goods would develop, therc would be strong incentives
to divert resources away from war uses and into the incrcased preduction
of these items. In the industrisl field it is quite possible that this
problem could be solved through the effectxve contrel of materisls, I
would add the provisc, however, that controls over the use of materials
of the kind we had during the past war would have to be supplemented by
a much more comprehensive and stringent control of menpower then we have
ever experienced in this country,.




directing the use of rcsources, of coursé you undcrstend that the direct-'
ion would teke plece by limiting the demend and herce checiking price in-
creases for items such as mcats, At the some time the use of greins for
foed end the prices of grains would not be restricted., The resulting
change in the rclationship between meat ond grain prices would reduce the
incentive to feed grain to livestock. But when coilings ore imposed in
accordance with a "hold-the-line" policy, the relationships betwien meat
and groin prices ere fixed. It is no longer possible to-use rationing

cs the primary control t¢ influence the use of resources, because (a) it
would be politicelly unfessible, if not impossilblic, to sct the ration
so lew a&s to depress meat prices below their established culllngs, and

(b) the ceilings on grein priccs would keep fecd grains "cheap" and therc-
by maintain the profitaebility of livestock feeding.,

ot

It should also be noted, although I shell not cleborste the point
herc, thrt effective direction of the use of resourcss through the mani-
pulation of demend could not be accomplished through civilien retloning
elone. Since civilians provide only pert of the totrl demrnd, zn inte-
groted direction of govermment purchescs for militery use, fﬁr lend-lease,
end for stockpiling would be required,

Although under o stebilization streciegy which placed primary relisnce
upon price controls the sccond type of purpose “hvnﬂ T ovtlined would not
be very important, a third purpose would be identificd, With restrictive
ceilings impcsed upon prices, demeond would exceed the °urﬁiaa§ aveilablc,
and some form of rriicning would be called for. In all probability the
purpose ould he steted in terms of insuring equitrble ﬁiptflbutioﬁ, pre-
venting hosrding, or teking the pressure of f the price ¢ The
resl purpose would frll in the third cotegory which I spoeified as Mto
limit oxpenditures for an item or items as a mcens of ré¢
use of purchrsing power =nd thoreby controlling-——or ot 1
domn~-zggregete effecctive doemand and, hence prices for thp contro¢1cd
items, " :

=t
(3 0

For further comperisen let us see how the situation might be changed
under & third type of stabilization strﬂteqy. Let us assume thot it dif-
fers from the preceding one only in the general meth c by which it ccon-
templates control of the inflation potentiol, Insteed of relying primcr—
ily upon ccmprehensive price contrels, thereby substan tvellv ebandoning
the merket mechanism for dirccting usc of rcsources znd distribution of
procducts through competitive price adjustments, this plsan would seck to
retzin those functions for the merket, so far es it wes possible to do so.
To this end, it might plcee chicf PGllaHCG upon & ol over ag-
gregate cxpenditurcs for ClV]lan items, while oths > ving the mar-
kets largely uncontrolled, DRetioning provides thoe mesns by "“10 this
contrel over aggregete bxppndlturcs riight be 1Lyoued

O (

"J

R

In practice, the control nrobc 1y could not, cr shruld not be ex=
tendad over 11 c1*1llen items. Pe erhaps 1t could be opplied to foods,
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and how to organize, as well as the administrative and political preblems
to be resolved, defend in no small part upon the basic decision regarding
the place which rationing is %o have in the over-ail plan.

Now, let us consider the methods of rationing which are available and
their relative effectiveness for tne purposes we have icdentified.

First of all, let me sav that only formal rationirg that erploys some
typre of ration culrencv (whvch must be surrendered to the vendor in order
to meke a purchese or obtain delivery of a controlied iten) will be. considered.
There are various possibilities of working out informal contreis which have
more or less merit for limited local application, such as in a local erer-
gency created by a temporary interruption of food transportetion into an
urban center, But it simply is not werth your time to corsicder, nor my time
to discuss, any of these for nationwide use within a general mobilization
plan.

Second, let me state, without taking time to elaborete fully, that
no method should be congidered unless it relies upon this currency to con-
trol distribution at all levels, By this I mean thet consumer buvers shcould
be free to present their ration currency and obtain thelr supplies at any
retail outlet they wish., Similarly, cach retailer should be 2nuslly free
to purchase from any wholesaler., But hoth reteilers.end wholesalers should
be allowed to obitein their supplies only by, in turn, surrendering the cur~
rency they collect from their customers. When people move into a defense
area, let them teke their ration books with them, and the volumes that the
retail stores can handle will be adjusted avtomatically to the demend, be-
cause volume de pﬁnds upon the ration currency presented., Beyond this there
should be no limitztion upon the volume of business that can be done by
arny retail or wholesale distributor. There is sirply no place in a ration-
ing system, to be used under conditions such as we have in the United States,
for quotas or other restrictions upon shifts of business among distributors.

This does not mean that quotas mey not be applied te primary distri-
butors, thet is, producers. On the contrary, quota control over processing
or production may be very useful in certain circumstances. An illustration
would be the Blaughtering quotas for meat packers worked out but only inter-
nittently employed, in the recent:war. to desl with the qnecwal situation createc
by ~the fact that some packers are- federaliv 1nspEcted and some. are.not.- The
Federal Governfment .could bdy only from inspected plants, thereby takifiga'part of
their volume, but the oroduct of the nonfederally inspected plants could
not be shipped zcross stete lines. You seec the exitent of the problems which
this created in mainteining wniferm distribuvtion under the rotioning nlan.
An even better, though less publicized, illustration was the sugar zoning
order under wnich deliveries by refiners and processors were restricted to
specified zones, ,
Also there mey be exceptions to my stctemenu waen applied to conditicns
of countries heving 2 compact ﬂcﬂgr phic ervg, a not too complex distribution
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be used in this "price system" is controlled through the issuvance of point
allowances. These sllowances rcpresent the authorized exponditures of
points for the purchase of the controlled items at the « noted "point

L

values" or prices. The most significant distinction’ be t den this tvpe
and expenditure rationing is that under pointmtioning the "prices" which
control the amount of the respective items which csn be obleined with

the allowed expenditure are in a separate currency and, therefors, can
be controlled incdependently from the money prices; “1GTO?S rndar expon—
diture retioning they ere identified with and in fect are the moncy oprices,
Otherwise, their operstion is identical in #11 significant respecis.

The importence of the distinetion will be brought.out more clesrlv after
we consider some of the provlems involved in the use of those methods,
The principel requirements to be setisfied for eny or 1l of these sys-
tems to be effective agein fell under three heads, The mein orobloms

of dmjnl tretion arise in the attempt to meet these requircments:

1. Connterf iting and theft of ration currency must be prevented,
This requirement is so obvious that I shell not eleboraic on it., EBut
make no misteke, it raises real problems which warrant consideration.

2, All of the commodity must be brought into the system -at the point
of primary distribution. By this I mean thet there must be no supply
of the conmodity available for purchcse except through the surrcnder of
rationing currency. You simply camnot ration part of the markct and leave
the rest of it unrationed., This is why so mony problems arose in fitting
together the civilian ration conmtrols and tle military procurcment -sys-
tem, and in refusing to 2llow cxceptions, or hove any supplics not con-
trolled. Unless primery distributors cen be requiréd to collicct ration
currency for everything they produce and sell, there will be o potential
supply for black merkets, 1Llhis is the most urrﬂmunt<¢ requirement for
mainteining effective controls In my judgment, it also presonts the great-
cst administrative problems and is the most diFficult to satisfy.

T%e dlfflcultles on this point vary more es between ccmmpdl tics than
they do between srstems of retioning. I would like to illustratc by one
comparison. Suger is not very difficult in this respcect bbcruso there
are only a few suger refineries and beet sugsr processors. Therc is no
difficulty in checking their corpllance, as to whether thev heve collected
.the required amount of retion currency for 211 the HeILVereu'thmy hove
made. This is especielly true beceuse.they have no raw meterials with
which to operate except those given as raw sugar qudtas. Now con51dervthe op=

posite siturtion with respect to butter, where 30 percent of the butter
is made on farms ond sold direct to consumers within the szme communities.
The problem of enforcing compliance upon ‘so many small farm producers is al-
most impossible unless some very ingenious and drastic method czn be
developed. T em submitting this to you as the most fundamentol ond the
most difficvlt problem there is in devising a ration system that will

e2lly work in the sense of accomplishing.its purposes.




With few if zny very importent exceptions ration allowsnces will
need to be established in reiation to cconomic criteria, theot Is, they
derive from the genersl goal of cfficient utilization of rascurces in
their most important wertime uses. In some instances this reguires a
rether detailed control over the cistribvtion an’ usc of 1nr1"1mv“1 items,
For exemple, in rationing gasolinc the eriteria for ukvc%71k ing ﬁllow
ances for use in private automobiles would reflect decisions rcgard
-the importence of the contribution to the mobilization cf'ort which such
transportation service enebled individuel users to make=-zs physicians,
defense plant employees, formers, etc. Similerly, fuel, tircs, cutomo-
biles, typewriters, cte. mey. heve: to be epporticonad ccrordjnw L\ the im-
portence of the use to which they wovld: bb put by individuel consiaors,
It is elso pessible, in theoary at least, thet some itewm of currint con-
sumption might be so 1mDortcnt to hc pltn nr morsie thrt the aveilable
supply would heve to be apportioned to nerrly every individuwesl. Srxe
would arguc thrt coffee afforded en cxrmple of this kincd, 1% nwwsq DCr—
sonelly I om of the opinion thot it dous ngt end thot it could be hendled
satisfactorily within a genercsl retioning progrem covering » lorpe vori-
ety of foed items. In eny cosc, thoe importent peint is thrt in 211 of
these situations I heve Jjust mentionced, unit roticoning is the only methd
that cen be corsidered. So for cs I know, it is the only mothod under
which individurl rrtion sllowonces ern be established in confermity with
criteria releting to the dlstrlbutlon of 2 s;ngib 1tecn for specificd uscs,.

e r"tionin is undertrken for thc purpnec of limiting the
consvnrpti on stme brord closs of goods such as foods? In this casc

a lorge number of items would heve to bhe contrelled. Th ar ticrlly, of
course, this could bc accomplished by placing « snch ]tp der o sceparate
unit rdtioning control. Realisticnlly, such a course LDLlH be =0 improcti-
coble 2s to be impossible in this country. Among othor -things, there
would be separate roguletions for each item, consurcrs would chorry a bag
full of ration books, and reteilers could not possibly copc with the prob-
lem of collecting the meny different coupons. Seperate roticn allavances
would hcve to be sstablished for cach item, 2 tosk on which ony fiol
osrgeonigetion of loe~l bosrds thrt I crnm imegine would curtsinly breck
dovn. DMoreover, even if this tesk could be accomplished, it is probable
that hardly enything could be further from setisfying the réquircenents
for emergency cccnomic mobilization then o distribution of coch individual
item among 211 consumers. . Food consumption veries-~gceographically, by
age groups, cmployment, religious belicefs; ete. Scre poople do not cat
spinach, cthers abher liver, In short, it simply wovld be out of the
questicn to "spoon fzed" the pcnﬂlftion of this country under = s

But suppos
of

cries
of unit retioning preogrems covering o lrrge number of indivicnel food

itoms.

But it should be cpperent thrt the eriterir indiceted in this situ-
aticn do not relrie to the distribution of individurl items. Instecd
they refer to the sggregrto of = lrrge number of go~ds. It is in such
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to substantial monopoly influence. On th@‘bthe¢ hend, point rationing
may be employed--zs we did during the past war--when ;rihes are under
complete, and more or less independent, contfol.

There is some 2dditional significence to the fact thet, through the
manipuletion of point prices, somewhat grester administreiive contrel
cen be oxercised.within the point retioning system. However, in my opin-
ion this cen easily be overemphasized., For one thing, the zutomatic ad-
justments which teke plece wizthin the system almost inveriably sre more
atisfactory than any which cen be mede by Executive decision, In fact,
the problem in setting point prices is meinly one of determining as nearly
25 possible the prices which would be esteblished by a compctitive market
for the supplies aveailable and with the point purchasing power that has
been issued. On the whele, I am of the opinion that the greatcest danger
is that administrators, espbc$a11y if they are inexperienced or lack com-
petence, will try to contrel id too much detail, whereas they hed much
better rely upon automatic adjustments by a competitive market mechanism
so far s possibie,

Not only iq this matter of flexihility important from an operating

administrative stendpoint, but it a2lso has a direct bearing upon some
very significent legal, pelitlcel, end public relations zspecis of ration-
ns on regulavory metters such as the determina-

ing., Administrative deci:
ﬂ
C,

o
tion of rationing allowances, of course, must be within the limits pre~
by

scribed in the legisletion by which they eve euthorized. Mcrecver, the
legisletion itself must conform to constitutional limitetions upon delega-
tions of authority end ﬁisrrlmjngtLOH. From taesc it £ollows thet a ra-
tioning agency certeinly should not be empowered % : str bl_ sh rstioning
allowences except on the HﬂSls of cleerly def 1rcd trndards.

Both in legisletion snd in r"tioning reguletions it is possible to
go ¢ very 10 g wgv in the direction of setting vp strndords which sctisfy
the necess egrl requirements end ot the seme time provide ressonable
admlnlstrp.*ve flexibility, but the tesk is very dif *1c“1t. Therc is
too of ten o tendency feor executives o ask for unrcesoncble discretion,
while legrl advisors tend to press.for rigid stenderds not clngs appro-
rriate to the complsx vC“nOWlC‘Sltuﬂ tion tc be contrelled. ¥hen the
necesscry floxibility end adapbebility cen be provided v1th n tnc contro
rechanlsm--as crn be with both point end expenditure retioning--this prob-
lem is encrmcusly simplifieq.

Sven if therc were no legal difficulties, .no wise cxccutive would
ask for autherity to esteblish ration allowences at his ¢mm discretion
By obtaining such ut“01ity he would si mply invite reques ng
to change the 2llowonces of oll the Individuals #nd grovrs whee v
larger rations, lorsover, he would become the darget for «
pressure thet could be brought to bear in order to sc
ance, even if no restrictive stenderds were impnosed upvn hlm, t-

ts ond
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Next, I would scek imporvements of metheds rlong baVCW"T lines:
How tc llc“ this preblem of getting 11 supplics under control is the
big one,. Beyond thrt, I wruld consider eliminrting the cantrol over
point prices »nd sllewthem to be estrblished competitively. In other
words; I would cut out of our peint rationing progrem of the recent war
211 the machinery for the direct governmental doterminstion of point
prices ond let them be deturmined by compeiition within the systom.

I would seck o simplificetion of the rotioning currcricy along with
improvement of or the elimination of the rationing baonking system. Some
of my former collecgues would turn hendsprings if they hoerd me soy this,
but I hrve not been quite certain in rmy own mind th-t the rationing bank-
ing systen wes very ruch of an asset to us, I heve the feeling thot for
gxpenditure reticoning, & much better system might be to dssuc five and
one doller bills in en additional color -thet could be us

bﬂSlﬁg rctzoned gOUdS. ThVJ the r*+ﬂon;ng "11 Muan to each individual

c;flcd number of dollcrs in tn s¢ bllis at any bbnk in exchenge for an
cqual number of dnllars in reguler currcncy. Tricks wf this cheracter
provide 2 resl opportunity [¥5) simplify these rrtioning svstonms,

In developing the criteria for issuing the ration ellowances
penditure retioning, I would particulerly consider twe plons ithet %rvc
been proposed for overcoming the difficulty thet not exrctly the se
emount of purchasing power cen be justified for #11 individurls, One
plen thet hes been proposed is thet of pernitting the sale of retion
allowances by these, who, beceuse of lsack of ihcome, cnnﬂot cxpend as
much rs their authcrization cells for., The one which I devised ryself,
(and, theref~re, think a 1little more Dr“WlSIPg') is tf~+ ~f »llowing each
individuel o specified purc mtege of his estine ted p(st cxpondltures for
the rationed itoms, but within fixed reximum snd minimum 1ixits. There
ere some difficulties, of course, but this idea hrs p“O**" good possibilities.,

ad

In conclusion let ne mention the preblom nf crgenization because
I know the interest ymu gentlemen hove in it, T hcope this quite imper-
fect °n(1vs1s of whet is involved in reti-ning will heve rovenled fo you
whrt I mernt when I tried to sev ot the seminar discussion the cother day,
thst T cen express en opinion on orgenization only in relotion te som
steterent o5 tn whet stebilization strotegy you contemplete., If you are

going to relepgate reiioning to the minor role of previding for the spot
trectment of speecific shortege zrces, it really docsn't mcke so very nuch
dlfforence where you put it in your organizetion plan., All it nooeds is

a plece where the necessary attention te the deteiled edministreotive pro-
cesses thet are required cen be given,

(@]

ct

If, on the other hand, you are going tn try to combine it wwith price

CPﬂtrFl in the kind of progran we hed in the recent wer, the only chance
n the world thet you heve of getiing the degree of coordinsticn and
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Under the point system of rationing, currency snc even Iorms covld
be désigned end printed with sufficient flexibility so thet they would
still be suvited to- the last minute decisions thet would hesz to be made
with respect to which commodities should be included. The expenditure
rationing type of control is someéwhat th® seme; If th: oroblems are of
the type thrt I indiceted at the end of my talk, we should work on those.
Honestly, I think either 2 point or expenﬁlgure system covld be deviaed

hat could bhe put into operation on very short order when & delense cmer-
geney erose, L-think it would take en infinitely short time and woul?
invelve en infinitely smeller smount of peper work then tha so-crlled
”81ﬂnle“" system.

I mirht say one more +h1rg—-small change is irportant. in rati
rency systems, just as it is in cur money systom, ond it is rothe
to provide, Fortunetely, tokens--the cquivelent of the red and b
tokens that we haed in the reecent war--are something thelt con be devised
quite independently from the commodity for which they sre o be used.
They taeke the longest time in production end are more costly than any
other preperetions thet 2re invelved in a smoobh, effactive introduction
of such a scheme of gencral ;—«lODlnP as I proposcd.

NC Daue
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QUESTION: MMr. Rowe, durﬂﬂg the late war we had the ficld crgeni
tionel setup, with the rerional of fices, district offices, and local
Under your suggested vlen of expenditure retioning, whet trpe of fic
orgenizaticn, briefly, would you recommand?

DR. ROWE: May I interpose cne point so thet I sm not misunderstood?
You say, "my suggested plen of expenditure rrtioning.” It is truc thot
I do think one of the most Drom381ng lines of investigrtion for » suit-
able plen of raticoning in the noxt wer is in the direction »f cxpenditure
retioning. But it reeslly is n~t my plen. I wovld snswer ithe guestion
tentrtively rlong these lines:

First »f 11, your problem of the ficld setup would be simplific
beceuse therc would be reelly only one retioning progrom with o ficld
organization te represent it, Besr in mind. thet there would be very few
if eny pricc cintrels cver the reticned commedities ond this weuld fur-
ther lighten the burden upﬂn tﬁw ficld orgseni z~+1vn.

The job to he done in‘thc'field would be somewhet differsnt vnder
the trper of comprehensive rrticning control thet I suggested. The tosks
invelved inh the issuance of industrial end institutional raticn ellowances,
in the hearing of hardship cascs, in the eppcals for ”41bSEﬂunt hecause
of special circumstences, would be of small dimensichs comparcd to what
we had in the recent war. There would be the one big hurdle to got nver

in the first registration and issusnce of cerisumcr allowances.,

of complience at the point of primery pro-

Another job, the checking
sume greater proporticns. I want to repcat

<in,
duction, would come up and as

15



DR, YOSHPE: I would like to reise one question, Dr. Rowe. You spoke
of the crgenizeticnzl pettern possibly combining the fumctionel and the
comm~dity epprosch, In the cese of focd, for exfmo]e voun felt thet a
War Food Administretinsn mirht Be e very essentiel type o orgenizetion
In Werld Wer II, we recrll from the record thet the setbting up of the
commndity czars in the fields of petroleum, sgriculturc, snd rubber crused
the OPA retinning suthorities considersble & ficulty. I wnncc_ if Vﬁu
weuld comment on that, snd, 2lso suggest, in temms of rn ~rgenizotic
thet cembines the functionsl with the commedity s~porocch, whrl }V“L
of the retioning sutherits would go fo the funciioncl zgencics snd wha
phasee would go to the commodity serments of the structure?

DR, ROWE: I see clerrly thot you intended to zsk me
question., It is perfectly fair, you wnderstend. Let mc
reference to my former suggestion thet the pettern of crgenizetl
not have to be ehsclutely uniform for o211 commodity arcas, If I

o I cor-
rect in my otatemcnt thet within the ﬁﬁﬁust 1ol eres the use thet is mede

.

of rescurces cen be contrelled by materials ellnertion, by manpower con&

trols, end by prohibitions upon the l,r.'(..d uction of refrigs
and things of thet kind, then it follows stebilizaiicn corntirols T“'l not
have te be relicd upon to perform this function. Price control can i
pese the desired restreint upon price increases end influcnce upon retu
to producers; rotloning cen seek a ‘satisfectrry distribotion of U
ducts availeble; and these contrels cen be more or lces 1ndcpkhoamt
+h“se over matorials or of esch nther. In this case it is

ney even be most workeble, to crganmize on 2 functional besi
The feet thet this moy be true in the industriel arss, wnarticulsrly
with respect to the more dureble consumer goods, does nnt 27feet my ar-
s will not work well in th

gument thot orgenizetion by Tunction "ood ere
I do not think there is eny merns of influencing the Tarmer 25 to whether
he sells his groin to the fleur mill, or feeds it to his livestock;
whether he uses impertsnt fertilizer in the weternmelon poich or pubs
cn items thrt rre essentisl to the war e'Pﬂ“t excert through the dind
tives »ffered by the retarns he ecsn get for. +he different producths, Thcre-
fore, you cemot differenticte the functions- of controlling roturns and
reguleting the use of resources.

It is pert of my nrgu wnt thrt we have not perfected, ~nd we are
nct likely to pbrfect svstems » <et"1lud conbrels Yor dﬁ“nct:ng the

use of egriculturel resources or the distribution of individurl focod items
snyvwhere necr sc good og the autometic direction which the unceontrolled
eeonony sccanplishes through COﬁthlule price sdjustmonis. The only
feesible wry thrt I see of hondling the fred situstion is by using 2 sys-
tem thet prescrves the i

How do we do this and still accomplish stebilizatinn? I think it

i
argues for on over-ail limitation upen scggregate consumer oxponditures
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