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COLONEL BARNES: In this period we will have the last of our three-
lecture series on the background of economic mobilization which will be
given by lir. Niklason. I want to be sure that you Zentlemen understand
that the purpose of these lectures is background only. I have discussed
with quite a mumber of you in the last couple of days things that are

Y

bothering yous. I have met you in the halls or down in the lunchroom and.

~you have come into my office; I have sensed an attitude that I think
stems from one of two things: L

The first thing is that quite a number of you have been out on the
industrial mobilization planning firing line, You have actually been
on the operational end of putting into effect the present plans as they
exist Jor economic readiness measures; you are well acquainted with meny
of the things that have had to be placed in this orientation lecture
veriod and the reading assigmments. TYou are a little restless therefore
at having to repeat stuff you already know.

For the benefit of that part of the group I want to Just raise this
point, that we can't plan a course here that is based on everybody's
coming in knowing even a certain armount of the course.  The course has
to be planned, laid out--just as General Holman told you the other day—-
progressively, so that sach part will fit into the whole when you have
finished it at the end of 10 months., It has to be plamned also on the
basis that many of you won't know anything about what we are talking
about when you arrive, ‘

‘ The other attitude I explain this way: TYou have heard an alarming
presentation of the international situation, people who ought to know=-
George Konnan, General Wedeneyer, Father Walsh--and they have painted

a grim picture about the likelihood of a war. You are taking that
picture into vour mind and associating it with some of the things that
have been included in the background--historical stories of our past
experience with economic mobilization. TYou are coming up with questions
in your minds that are puzzling you--the tempo the course will reach
after Christmas or next spring, The fact that you have that gap of
information doesn't give you the answer to your question and you are
going around frustrated, ' v

For that group I simply say that we do have plenty of information
coming to you., Some of the questions that you are asking yourself now-—
trying to take a 10-month course in three lectures—~you will have plenty
of chance to work out the answers on and, through individual reports and




committee reports, get the information as’'to the things that are
puzzling you. So don't be concerned now that the type of lecture you
are receciving is along general lines and that you are missing detailed
study and analysis of factors affecting the economic mobilization and
details of programs, policles, and procedures. I assure you, you are
going to get uhem. C

Ncw Mre 1klwson has h%d personul cxperlenco with economic mobil=-
ization and moblllzatlon controls in World War IX.. He headed up one
of the industry committecs of the Combined Production and Resources
Board in 1943. Previously, he had served with the Office of Export
Control and the Board of BEcomomic Warfare. In fact, he was borrowed
for that pvrpﬂsc from the faculty of this college 1n 1941, . He. re301ned
our faculty in 1944 and has been with us ever since. Mr, Niklason,

MR. NIKLASON: A1l of you know that the job of mobilizing the vast
economic resources of this country in the recent war was one of tremen-—
dous complexity. As Dr., Hunter has pointed out, it called for the di=-

ersion of a large part of our résources from normal peacetime uses to
military parposes. This could be done only under the authority and
udmlmlstr“tlvc dircction of the Federal Government. Many functions
rblwtlng to materials, facdilities, manpower, and other essential factors
of producticon are involved in this task., These will be covorsd in con—
siderable detail later in the course. Today, I shall limit my discussion
principally to the organizational abd administrative aspects of planning
for»and carrylng out economic mebilization in an emergencye.

To Unacrstand what happened during the national defense and war
period of 18939 to 1945, we must go back to the carlier period of plannlng.
This takes.us back to the years immediately Iollow1ng World War I.

A1l wars have produced spectacular incidents involving ineffi-
ciency, waste, bungling, chlcancry, and gra 1f% which, in the postwar _
psriod, precipitatc sharp criticism and lively dlscu551on by the publlc,-
the press, and Convress,‘ The ultimate outcome is legislation designed
to climinate or minimize these shortcomings in the future. The National
Defense Act of 1920 was thé culmination of” this procedure following
World War I, .Under this act the Var Department was reorganized and
three aspsects of mobilization plamning were provided for as follows,

(1) the strictly military phase, (2) the procurcment phase, and (3) the
OVG“—&ll industrial or economic mobilization phase.

The scale and character of stretegic plans defermine the nature
and scope of the procurcment job to be donc, and this in turn determines
the degrce of over-all econemic mobilization thet is necessary.
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The Viar Plans Division of the General Staff was established to do
the military plamning Jjobe It developed plans for a variety of possible
war situations and determined the size and type of forses required to

deal with each possible situation. .

~The procurement phase.of plannihg dealt with the problem of making'
strategic plans effective by providing the necessary supplies and equip=-
ment in the quantities needed and when needed. - 3

The induétrial’andieconomic4phase of planning was concerned with
the economic and administrative\measures"necésSaryuto enable the civil-
ian economy %o carry the procurement load, IR - o

Although all three phases of mobilization plamning are dependent
on one another, our concern here is chiefly with the economic mobiliza-
tion plarming phase which includes its industrial. aspects,

Section 5a of the Defense Act of 1920 charged the Assistant Sec—
retary of War with the responsibility for "the assurance of adequate
provision for the mobilization of material and industrial organizations
essential to wartime nceds," but it also directed the General Staff,
"to prepare plans for . . . , o the mobilization of the manhood of the

Nation and its material resources in an emergéncy."

It soon became apparent that this ambiguity in the law would have
to be clarified before a definite and clear boundary could be estab-
lished between the functions of the General Staff and those of the
Assistant Sccretary of War, This was accomplished by the Harbord Board
and thereafter the words "and of its material resources," were elim- .
inated from general orders describing the mobilization responsibilities
of the Ceneral 3taff, With this dividing line clearly established in
Auvgust 1921, the Assistant Secretary was ready to analyze his job,
determine its principal parts and' set up an organization to carry it
out, Here was a task without parallel or precedent in any peacetime
Army organization, and his first move was to obtain from authoritative
sources, opinions regarding the organization and methods best adapted
to accomplish his mission.

. After a series'df'conferenées'a Plaaning Branch was established
in the Office.of the Assistant Secretary of War in October 1921, This
branch, never very large, was primarily responsible for the planning

.....

activities rélating to both wartime procurement and industrial mobiliza-

tion, The Navy was not mentioned in Section 5a of the Defense Act.
This was probably because of the belief that, since it was a going
concern in peacetime, it would undergo relatively little wartime
expansion, ' " , ' R : '

S
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It was soon recognized, however, that some coordination of Army
and Navy procurement plamming would be necessarye This was especially
true in regard to the allocation of industrial facilities, in order %o
prevent friction and costly competition in’ procurement between the
services. ‘ '

Tn June 1922 the Army and Nevy Munitions Board was gstablished to
meet this problems During the twenties, however, it was relatively
inactive and accomplished very little. After a reorganization in the
early thirties, greater participation by the Navy was provided for,
and the Army and Navy Munitions Board played a more important role in
economic mobilization planning activities. :

Another agency participating in mobilization planning was this
college, then the Army Industrial College. It was established on
25 Fobruary 1924, with the primary mission of training Army, Navy, and
Marine officers in problems of procurement planning and industrial mo=-
bilization, Before long, it too developed to the point where it was
pmaking valuable contributicns to -economic mobilization planning through
its close working relationship with the Planning Branch and the Munitions
Board,

These agencies developed e eerieg of four Industrial Mobilization
Plans, the first of which was published in 1931. There was great sime
ilarity in these plans. First, they outlined the major functions to
be performed in mobilizing the economic resources of the Nation; second,
they indicoted the broad organizational framework required to perform
thess functions. Another part of these plans dealt solely with procure-
ment plaming which was intended to facilitate wartime military procure-
ment. ‘ o ‘ :

Tn June 1930 the War Policics Commission was established by a joint
resolution of Congress,. Ameng other things, it was directed to make "a
study of policies to be pursued in event of warl." MNeny witnesses were
heard, including Genecral Douglas MacArthur, Chief of Staff, who presented
the first Industrial Mobilization Plan prepared by the Office of the-
Assistant Sceretary of Var, ‘ .

In its roport, dated 5 March 1932, to the President, the War Policies
Commission madé several rocommendations which in general supported the
principal provisions of the War Department's Industrial Mobilization Plan
and scrved to clarify the issues involved in mobilization planninge -

With the desired objectives more clearly defined, renewed effort -
was devoted to modifying and expanding the first draft of the Industrial
Mobilization Plan. It was at this point that the rejuvenated Army and
Javy lunitions Board took & leading part in mobilization plamming,

4




e
&
&l
&
mit
s
5
>
Ny
frta

+The basic Industrial lobilization Plan, published in 1931, was
destined to undergo three revisions, each as a result of congressional -
ingquiry and recommendations ‘or as a result of the pressure of public
opinions - The revisions were published in 1933, 1936, and 1939; these
revisions may be characterized as progressive retrenchments from a
balanced wartime .control of the Nation's economy because of pressure
from special interests and fears bred of ignorance of the ultimate
missione: o e g : ‘ o

‘The 1936 revision of the Industrial Mobilization Plan was influ~
enced considerably by the Nye Committee investigation of the munitions
industry in 1934.  This is an excellent example of the kind of pressure
which was brought %o bear against the Industrial Mobilization Plan,-
The spirit of this investigation differed sharply from that conducted
earlier by the War Policies Commission. In its hearings, ‘the Nye Com=-
mittee was very critical of certain features of the plan., Particular
stress was placed upon the inequality of the burdens imposed on capital
~and labor, the, lack of effective safeguards against profiteering, and °
the inadequate protection of civil liberties. o o

The' most important of the Industrial Mobilization Plans was that
published just before the European war broke out in the fall of 1939, -
This final revision:of the plan consisted of two distinct parts. Part
I provided for- the over-all mobilization of the Nation's productive
resources in time of war, Part II covered procurement procedures by the
arméd forces.” I haven't the time to. discuss Part II except to say that’
it was used in the war to a far greater degree than many people realize,
If any of you are interested in this phase of the plan, I suggest that
you read & report entitled, "Use. of the Industrial Mobilization Plan in
viorid War IT," which is available in our library. :

Part I of the IMP recognized the fact that all economic functions
which must be exercised in time of war are interrelated and interde=
pendent, To provide for coordinated performance of these functions, a
key superagency-~the War Resources Administration—-was proposed, It
was given responsibility for the formulation of basic policies relating
to "the mobilization and utilization of our resources to meet the require-
ments of a major war." The powers .and responsibilities of the War Re-
sources -Administration were vested in an administrator, appointed by
and respensible to the President. He was given direct control over
facilities, materials, power, fuel, transportation, priorities, clearances,
conservation, and commandeering., - s

Control over many other important elements of the economy which are
involved in economic mebilization was given to a number of independent
emergency agencies, o ' ' o : ‘

5
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In: thls category'were the agencies w%lch would handle War Labor,
War Trade, War Finance, Price Control, Selective Service, and Public"
Relations. The functions, organization, and administrative pzocedures
relating to each of these agencies were developed in considerable detail
in annexes to the basic plan which were not published.  Since these an-
nexes provided that the administrator for each agency would be respon-
sible directly to the President, this question is raiseds. "How could
the War Resources: Adminisitrator - offuctlvely exercise authority over these
agencies, most .of which had jurisdiction over eloments essential to a
wexr.. Drouuctlon proc“am?" :

low we come to the 64-d011ar quesu10n=- UWhat.happeﬁed;to the
Tndustrial Mobilization Plan when war came?" Although the administra-
tive structure finally evolved during Vorld War: II resembled that of
the Industrial Mobilization Plan, it is generally agreed that the plan
wa$é disregarded as a2 model for-this.structure., There has been much
speculation among tnose interested in the guestion as to Why the Indus-
trial Mobilization Plan, on which so much labor was spent, was® never
used~- T can . give you no final answer. I can suggest, however, a few
of uhe factors whlch 1n¢1uerced its regectlon.

.o Flrst we have the opposition- of liberal and 1eftaw1ng groups.
When first published, the plan was criticized by meny in these groups
.as . likely %o lead to something akin to industrial Fascism, - This wads
because of its great centrallaatlon of administrative authority which -
would be exercised by businessmen. This doctrine was not very alluring
to meny pe@ple after the depression struck and the advent of the New
Deal-in 1933, .

”f¢ Secona, ue hcve tne dellcate state of the international and domestic
political. 51tu 2tion. With a general election approaching and strong
;1solctlon1qt sentiment asserting itself, .the President faced a difficult
congresolonal situation. He was ttemptlng to have repealed certain -
neutrality. leows;ctlon which would then permit giving greater aid to
Great Brltuln and. its allies and thus better the chances of keeping the
United States oyt of war. . Any attempt to implement the Mobilization
Plan at that time would have Jeopardized the political strategy which
the Prosident was then attempting to apply to the situation.

- Third; there was the antagonism of other government agencies

toward the plan. The Industrial Mobilization Plan did not take into
accoimt the large number of New Deal agencies which were established
bafore the outbreak of war. Generally, the policy-making positions in
these agencies were filled with liberals who already were suspicious of
the Mobilization Plan, and, furthermore, they were jealous of their pre-
rogatives. This situation soon led to great confusion in the jockeying
for position which occurred when each agency attempted to build, on the
basis of national defense functions, an administrative empire for 1tself.

6
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The battle of the bureaus increased in intensity as the problems of
industrial mobilization 1ncreased. Since only a relatively small group
of officers in the War and Navy Departments were in a position to sponsor,
even cautlously, the Industrial Mobilization Plan in this maelstrom of
bureavcratic maneuvering, it is not surprising to find that they were
unable to make any progresse : ~

Flnally, and perbaps mosﬁ important of all, the Industrial Mobil-
ization Plan assumed that the transition from peace to war would occur
within.a short pericd of time. Actually in World War II, the transition
was made very gradually and it is this factor which logically would
appear to be the chief reason for the failure to implement the Mobil-
- ization Plan. Frior to Pearl Harbor many deferise measures had been
taken, extending over a period of more than two years. Various means
_were smployed to carry out these measures, but it was on a piecemeal
‘basis, It did not appear either necessary or desirable to establish a
war agency,. 'such as the War R“SOHTC“S Board, while still entertaining
the hope of _staying out of the war. By the time Japan attacked Pearl
Harbor, many phases of industrial. mobmllzatlon were under way and the
aum1¢lstrau1vn functions invelved wére vested in a number of agencies,
Each of the agencies intended to hold what it had and to expand its
operatlons by ﬂggr8581ve1y soeklng additional funcitions and powers,

. There seems to be a vbry pointed lesson to be learned from this
experience. The plan was sponsored almost exc*a81ve;y by the military,
and the public knew little or nothing about it,  If civilian government
agcnczcs and a representetive cross section of bu31ness and labor organ-

izations had becn properly orgunized to partlclnate in preparing the '
plan and kecping it up to date, it seems unlikely that it could have
been cast aside even under the very unfavorable conditions that prevailed
prior to the attack on Pearl Harbor. The preparation of a mobilization
plan must be dornc in such a manner as to assure the active ‘support of
the plan by all the major segmbnts of the populatlon which have a direct
interest in this problems

Now we shall con31der brlefly the sequence of events and the prin-~
cipﬁl agencies. whlch were ;nvolvcd in gvtulng the war production program
undér)wd3. e : .

No cffort was mnde by the President to create an organization which
could take chargo ‘of "the dcfense program until the fall of France in the
surmer of 1940,.. He then re-establlshcd the Advisory Commission to the

Council of National Dofense authorized by Congress during World War I,
The Commission was not an industrial’ moblllzatlon agency. . It congisted
of a group of individual advisers who had no duties other than those the
Pru31dent saw fit to assign to ‘them 1nd1v1dually.~ Tt lacked organiza=-
tional unitys it lacked the legal powers essential for full mobilization
of the economy; but it was not then thought necessary to place industry
on & full war basis.
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It was apparcnt as 1940 drew to a close. that the defense program
had expanded to the point where its execution required more than a
heterogeneous group of advisers operatan'Wlthout a coordinated organ=
»1zat;on and unable to unctlon effect;ve§§*§s an integrated unite.

Tho estmbllskment of the Office of Production Management in

January 1941 was the Prcsident!s answer to the insistent demand for

a stronger defense production aaency. He was still unwilling %o place
.a single individusl in charge of the whole defense program, In an-
nouncing the cstablishment of the Office of Production Management, the
President described the new organization as one in which all three .
elements of the defense progremw-mapagcment labor, and the m111t%ry~—
would be equally reoresented.,

These tn "ce: elements werc-to be brougbt together-in the OPMICounc1l
on which Wim. 1. Knudsen rcpresented management, Sidney Hillman represented
labor, ard the Secrctaries of Viar and Navy reprcsentcd the consumers of
defense productions The OFM Council was %to be a policy group; the COFM
itself, with Krudsen as Dirvector General and Hillman as Associate Director
General, was to be the operating body, It was authorized to take full
charge of the defense production program and to coordlnate the act1V1t1es
of the sevcr”l goverrment agencies concerned.

By the time the OFM was three months old, the duplication of com~
modity branches necessitated by its functional pattern of organization
threatened to result in the same overlapping of functions, multiplica-
“tion of liaison groups, delays, contradictory programs, and general
confusion that had hastened the end of the Advisory Commissione In -
aadltlon, as civilian 1nduatrles were brought under priority control,
it became nccessary for OPM to deal with an increasing number of 1nd1—
vidual industry representatives who were required to go to one division
after another in search of concrete information. As the Production
qunnlng Board- put it in a report to the OPM Coun011 on 10 April 1941:

"”on¢u81on exists in the defense production effort due to the plan
of organization and therefore the present OPM erganization should be
promptly rcadjusted so as to approach as closely as may be practiecal
the organization contemplatcd in the Industrial Mobilization Plan,"

Somgwhat Tater, the Production Planning Board, hev1ng q1ready
pressed with reascnable success for cormodity SuCthHS and industry
advisory*committe s similar to those called for in the Industrial
Mobilization ‘Plan, proposed a wholesale reorganization of the Govern—
ment, formally recormending on 18 June, "that the OFM Council advise
the PleSldcnt to put into offoct 1mmed1atcly the Industrlal Moblllza—
tion Plan, Revision of 1939.%
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A controversy had developed between OPM and the Office of Price
Administration and Civilian Supply, headed by leon Henderson; regard-
ing the curtailment of civilian production and the division of respon-
sibility for civilian prioritics. The President referred: the whole
problem to his personal adviser, Judge Samuel I. Roscnman, who later
reported that all concerned agreed thet there should be onc agency or
body in which all matters of supply and priority should be settled,
and one channcl for dealing with .industry, Judge Roserman believed
“that OFi was the logical agency. It was finally decided, however, to
reorganize both OPM and the Office of Price Administration and Civilian
Supply, and to establish a new Supply Priorities and Allocations Board, -
generally roferred to as SPAB, On 28 August 1941, SPAB was established
as a policy-making and coordinoting center for the whole defense programs.
The chairman was Vice-~President Henry A. Wallace and the Executive Di-
rector was Donald Nelson. The members were Knudsen, Stimson, Knox, -
Hillman, Hopkins, and Henderson. | o

‘SPAB was more powerful than the OPM Council, over which its authority
was specifically extended, It was empowered to "determine the total re-
‘quirements of materials and commodities needed for defense civilian, and
all other purposes"; and to "determine policies and make regulations
governing allocations and priorities of commodities among the -various

claimant agencies." The Supply Priorities and Allocations Board derived
such effectiveness as it had primarily from the fact that it remained

a top-level policy group, without operating functions. Its decisions
were implemented by OFM, OPA, and the armed services; and even for
staff functions it relied on OFM, :

‘The significance of SPAB was that it paved the way for the'pOWGrful
Requirements Committee of the Whr,Production Board with its allocation

approach to the materials problem.,

At the same time that SPAB was set up, the Office of Production
Management was reorganized, in September 1941, so that it might better
fulfill its function as an operating agency for SPAB. The lines of
ahthority were too tangled to work satisfactorily for any great length
of time, and, within a few days after Pearl Harbor, OPM was reorganized
again. The feasibility of this organizational move was never tested as
both OFi and SPAB were replaced within a month by the War Production
Boardo o ' IR Lo . ' : .

_ The purpose. of the WPB was to assure "the most effective prose=
cution of war procurement and productions" The Chairman of the WPB,
with the "advice and assistance" of-the Board, was directed by the
President to: "Exercise general direction over the war procurement
and production program." The order proceeds to set forth in detail
all the powers necessary for the Chairman to control every important
phase of procurement and production and concludes as follows: "The
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Chajrman may éxercise the Dowers, authority, and diseretion conferred
uoon him through such-officials or agena“és and in such manner as he
may determine; and his ‘decisions 'shall be final." On. 7 April 1942, the
PreSLdent further ‘reinforced the powers of WPB by delegating to the -
Chairman the Presideritts allocation: authovlfy under Tltle IIT of the .
Second Wér Dowers Act. S

Jith thls t“emendous grant of authority vested in one man, it was
thought that the war proquctlon program could be oulled together into -
- a more effect;ve admlnlstratlve groups C :

_ Uhfortunately this obgectlve was not achleved. This unprece-.
dented grant of authority came too late and Donald My Nelson,.who was
appointed’ Chairman, either was unwilling or unable to challenge the
1ntereébs already vested in several other agen01es.,

. The Special Committee lnvestlgotlng the National Defense Program,
‘  usually referred to as ‘the lruman Commltteo, had this to say in its
v frebort of, 11 Marnh 1943. L : : :

__f"Wno Nelson ppeured before the committee shortly after hlS appoint-
ment, The committee puhllcly urged Mr. Nelson to exercise vigorously

"7 the’ at+hor1ty which ‘the President had vested in him.. Mr. Nelson in-

formed the connlttee that he had sufficient authority to take any action
that mlght be neﬂessary and thet he proposed to excr01ue his powers und
get the job dore, ' : C :

, "Had Mr. Nelson proceeded acco"dlngly, many oP the dlffjcultles
'_Wlthlvhlcn he has becn confronted in recent months might never have
ariscne Instead, Mr, Nelson delegated most of his powers to the War
and Navy Denavtmgn ts and to a succession of so-called czars. This
made it difficuls for him to exercise the functions for which he was
_app01nted At the - ‘sone tlme, none: of the ‘separate agenc1es had suffi-
“01ont euthorlt} to Pct elono. ' » .

”Toecv, d1s0u551on of the over-211 legal . authorlty of the War . -
“Production Boerd is mére nedantry. Altlough the authorltj muy exist,
Cit hae not bc xcrc*see." o

"The WPB was des+1ned to undcrgo two magor reorganﬂzatlons 1n 1942
and during the intorim periods many lesser reorganizations took place.
in its-offices, bureaus, divisions, and sections. The confused situa-
tion which existed within the WPB, combined with its perplexing maze
ol relﬂtlonshlns with many other agenéies--most of which also were sub- .
ject to fruouent reo;ganlzatlons-—lﬂft bu51nessmen utterly confused and
dlsaruntled :
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The more important agencies,.other than the WPB, which had
Jurisdiction over essential elements of the war production program
were the Var Manpower Commission, Office of Price Administration,

War Food Administration, Office of Defense Transportation,  Petroleum
Administrator fOr.ﬂar,’National~HOusing,Agency, and the Office. of the
Rubber Director. o ' - ‘ o

The division of authority relating to the essential factors of
production resulted in a vast amount of lost"motion”in;the process of
reconciling the conflicting views of the various control agencies.
Incustrialists, from whom large production was expected, often found
it necessary to spend days and sometimos weeks in Washington trying
to get. definite answers to questions which were necessary to-avoid
holding up production. The indefinite language of the authorizations,
undcr which the various control agencies operated, fostered a very’
decided tendency to "pass the buck"--particularly when a difficult
- decision was faced. ‘ - ' ' '

Hounting criticism of this situation forced Presidential recogni-
tion of the need for coordination of  the war effort at the top level
and resulted in the establishment of the .0ffice of War Mobilization on
=7 May 1943. It was given authority over all the functions that had’
been originally entrusted to WPB and éontrol over manpower was added,

An interesting appraisal of Mr, Byrne's position as Director was .
made by John M. Hancock in an address before this college in January
1946, He said, "Mr. Byrnes had to settle debates in the atmosphere of
a Jjudge in a debating society; and I say, frankly, that is a hell of a
way to fight a war, Somebody has to have the information flowing up to
him on which to make a judgment in. advance so as to prevent friction
points from developing, rather than to try to cure them after they have
torn the Nation to pieces. That was not the concept here, It was the
best that could be done, and lir, Byrnes was a grand citizen; but it is
the wrong_idéa'to subject even as capable a man as Mr. Byrnes to that
jobutt : , , :

What part did the Army and Navy Munitions Board play in mobilizing
the Nation for war? The 1939 Industrial Mobilization Plan specifically
provided that the ANNB should assume the responsibility for guidance of
industrial mobilization during the transition period from peace to war,
Upon. creation of the VWar Resources Administration, however, the plan -
provided that the personnel and records of the ANMB were to be used to
assist in forming the nucleus of the new body. Because of the gradual
entrance of the United States into the war effort, there was no clear-
cut M-day as contemplated by the Industrial Mobilization Plan, with the
result that by 7 December 1941, several emergericy agencies had been
established which were already performing the functions that otherwise
would have been performed by the ANMB as the interim agency. Although

11
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the ANMB had no opportunity to fulfill its designated function, it
remsined in being. Its principal function during most of 1942 was -
the establishment of schedules of preference ratings, or priorities,
relating to contracts and orders of the Army, Navy, Maritime Com-
mission, Coast Guard, several other government agencies, and certain
categorics of Lend-Lease contracis. .

During this period the ANIB served as the agency by which the
Army and Kavy presented a united front in submitting their require—
ments to the War Production Board. - On 11 November 1942, the WPB was -
reorganized and Ferdinand Eberstadt, who had been Chairman of the ANMB,
became Program Vice-Chairman of the WPB. - A large part of the persomnel
of the ANEB was transferred to the Industry Divisions of the WPB and,
thereafter, the requirements of the Army and Navy were presented sep-
aratcly to the Requirements Committee, along with some 13 other claim-
ant agencics, As a consequence, there was no longer a status of military.
requirements, on the one hand, representod by the ANMB; and the civilian
demands, on the other hand, represented by the WPB. The Army and Navy
rapresentatives in the WPB acted on behalf of their respective services
and not on behalf of the ANIiB., In effect; thon, the function of the
ANIB as the representative of the military services in the WPB was
abolished, oxcopt with respect to mattzrs involving the Priorities’
System. On 28 July 1943, the President approved another reorganization’
plan for the Munitions Board which left it with only one major activity,
that of directing the work of the Strategic Materials Committee under
the provisions of Public Law 117, 76th Congress, : '

It's quite clear that one of the principal shortcomings of the
prewar vplanners was: their failure to obtain general public acceptance
of the mobilization planning program., In the first place, they failed
to bring into the planning program representatives of several of the -
major economic groups—-gspecially labor and agriculturc. Furthermore,
very little usc was made of existing government agencies.

In the second plece, and closely related to the point just made,
the little public relations work they did was principally limited to
cortain irdustry and business groups.  The result was that almost the
only knowledge of mobilization planning that the general public ocbtained
was from the scnsationalized accounts appearing in various publications
in the late 1930's. It is not surprising therefore that attempis made
in Congress to pass chabling legislation for:economic mobilization -got
nowherc.e s : : '

The success of our economic mobilization planning today will depend
in large part on the readiness of the planning agencies to face and -
solve these problems of public participation in and acceptance of the
planning programs ' '
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in;éonclusion,-lrwish to emphasize a few of the most important
aspccts of our economic mobilizetion expsrience in World War II. I
realize that what I have said portrays a secries of dismal delays and

e failures5‘particu1arly in the area of organization and administrations

Nevertheless, thaet is what happened. If we hope to survive as a free

people, we must loarn from our mistakes; and unless they are pointed

out for study, we have no sound basis for making improvements in our
approach to‘planning for‘a~future'cmergency.

Perhaps the most important points to keecp in mind are theses

le  Prewar cconomic mobilization planning was done under the
direction of, and largely by, military agencies, This fact appears
" %o have becn one of the chief reasons for the failure to obtain wide-
spread public acceptance and: supoort of the mobilization plans which
were preparads © ' o : 2 o

2e The plans wore not developed in sufficient detail to meet the
requirements of a modern, global war. ‘

3¢ They were predicated on the M~-day concept and were not flexible
enough to be adjusted to a gradual involvement into war.

4e After we entered the war, the tendency was to improvise the
organizations and procedures to meet the needs of the moment. . This
resulted in a host of autonomous agencies, each dealing with one or
more of the ‘essential factors of production. An effective means for
integrating or coordinating the activities of these agencies had not
been found when the war ended, ~ :

Some of you may say,. "Well, we won the war--why be so concerned

. ‘about our past mistakes in preparing for a.future emergency? All we

have to do is re-establish the agencies which won World War IT for us
and everything will be all right," The trouble with this viewpoint is
that it fails to take into account the long time it took to get prod- ,
uction going, and to get our administrative machinery functioning, No
~ one can deny the great production achievements that eventually were made,
' We produced 87,000 tanks, 300,000 planes, 80,000 landing craft,

17 million rifles, 2,5 million trucks, and 4.5 million tons of artillery
shells, ~ But we had to fight a delaying action in the Pacific until a
pieccmeal build-up permitted us to go on the offensive many months after
" Pearl Harbor. In Burope, we were protected by an advance base, the United
Kingdom, which we used for building up millions of tons of equipment and
supplies before we were ready to undertake the assault on +he continent,
more than 2 years and 6 months after Pearl Harbor. In the light of
present world conditions, it would be foolhardy to believe that our
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allies again can hold off the enemy for 2 years while we develop the
organizations and procedures required to marshal the resources of this
country in support of a maaor war.

The questlon of what we haVG done, since Wbrld Nar II .to prepare
for-the next emergency is not a subject for this discussion. You will
have other lecturss and:seminars before the orientation perlod is com~-
pleted which will give. you an adequate background on the current status
of plamming so that you will be in a position to embark on your detailed
branch studics with a comprehensive understanding of our natlonul sccur~
ity organlz tlon, 1ts TOSpOHSllelthS, and current status.

mhank you.

QUESTION: I think Colonel Barmes said you were with the Board of
Ecoriomic Warfare and. you mentioned SPAB and all the confusion it went
through before we came up with the War Production Board, Can you glve
us anyth ing on your organization before it ended up with ANMBY-

MR. NIKIASCN: That is an embarrassing question.
Q %TION' How about the confu31on in BEW?'

MR. hIhIASON' Yes, thoro was confusion in BEW-——confusion, period.
That is a short answer., But, as you know,. there were several agencies:
involved in our foreign acti VltlLS. The Board of Economic Warfare was
one; Lend-lease; there was a part of the State Department, the name of
which I cannoét. recall just now; and two or three others. They . were
finally brought together under FEA, o

But in the meantlmc we had a terrific duplication of e¢¢ort in those
agencies, I can recall looking for rﬂports on ccrtain items-~take metal,
for an example. .You could get a report from the BEW, one from Lend-
Lease, one from the State Department, and usually thc Armed Services
Intelligence agencies also would have one. Vhen you picked up the
reports and read thom, they werc all based on essentially the same
information and were almost exactly the same kind of report--very little
variation. Therc was a great deal of useless duplication, it seemed to
"me, and to & lot of other. pcople, All .the work on reports was finally
centralized in FEA, - There was a lot more to it than thats

QUESTION:- At what lﬁvol or in what commﬁttee were oompetlng
{rwqu rements of the sorv1ues resolved” :

MR.-TIAIASPN' Wéll the hunltﬂons Board attemptod to do it and did
~do 4% 8uring a phase of the war, But uben, as I explained, after
Ebcrstadt went to the WPB and the Munitions Board people were teken
along, thev WCere uss1gngd to the industry d1v151ons. Then the Army, the
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Navy, and glltthe other requirements were presented to the top=level
requirements- committec-=all ‘on the same basis-~and that committee was
the one that finally made the determination as to who 'got what, "

. COLONEL BARNSS: The materiel allocations flowed through that
same cormittee so that the claims, the requiremcnts, and the resources,
if I recall correctly, were merged in that Program Planning. Committee,

"IR. HUNTER: May I throw out a question? Nik, you. give ‘a picture
of organizational and administrative confusion that seems to have
carried on through a large part of the war period. Do you think it is
. possible to elimindte that sort of. confusion by simply sound planning,
- preplanning in’a prewar period? ‘ : Co

IR. NIKLASON: My ovm personal view is that to a very considérable
degree it can be eliminated, Now certainly you are always going to have
new situations arising for which you will have to make adjustments, but
I think if you once set up your organization properly that organization
can make those ‘readjustments without fundamental changes in the organ-
ization itself. I think thot involves this whols question, "How do you
do. your peacetime plamning?" That is a story that you people will get
into later-on in the yedr, ' ' B ‘

-QUESTION: The question I have is more or less along the same line
but may be stated this way perbaps: The lack of a central ecoromic -
mobilization head caused a large delay in our conduct of the war, Has -
anyone made a study or cstimate of the amount of time that would have
been saved if that thing had been initiated at the proper -time?

LR NIKLASCNS Well, I have heard various estimates made from this
platform by peoplc who khew a great deal about what went on and in whose
- Judgment I have a great deal of confidence. Certainly they did not agree
on the exact amcunt of time, but it would vary, I would say, from 6
montbs to 2 years. I think there wes 2 lot of time wasted because of
the deficiency in the organizational structure, Just how much time
could have been saved is something that would be pretty difficult to
MeasSUre, : " : ‘

 QUESTION: I understand Dr. Hunter made the statement that he
understood that prior planning would be essential, in which you
concurrede I undcrstood you to state in your lecturc a little while
2go that planning, while important, won't be too effective until we
cen scll that plan to the people., Do I understand that future planning
will contemplate the selling element to be included in the plan or is
that just a periphery element that vou throw off as essential to sell
the - olan? .Tn other words, it seems to me, "no matter how good the plans
-are, unless we get this selling game going, we might as well toss the plan
out the window., If the plan is as irportant as you say it is, then the
sclling eloment of 1% should be incorporated as part of the plan,
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.~ MR NIKLASON: I don't know whether the term "selling" is just
exactly the right term, but certainly your plan must be accepted and
supported by thé general public; otherwise, you are licked before you
start. Now the question as to how you can accomplish that, I think,
is the central theme of this whole peacetime eccnomic mobilization

~planning. - I have some personal ideas about this, - If you will come
- Yo my. room, I.will give them to you. o :

. COLONEL. BARKESt . I would just like to say that this period is not
understood correctly if your understanding is that there can be only
questions to the.speaker, I hope that the talks will stimulate comment

" from yourselves among yourselves. You don't have to just frame a ques-
tion. If you have some comment you want to make, just rise and make it
take issue with each other. That is how to derive the greatest benefit
from-these conferences, C A

'QUESTIOF- Is there éﬁy present indieation that our present plan
will be any better: accep ted now than the plan before the Second World
.T:ar : - . ’

‘ MR, NIKLASON: “I would say that the present status of ocur peacetime
economic mobilization planning has not gons far erough to carry with it
this thing that you must have, which is public acceptance and support
of that plan. But, of course, we haven't any plan yet that has been
publicized. I mean the National Security Resources Board, which is
responsible for peacetime planning, was without a chalrman for a year

- and a half or two years and it was pretty well stymied, Thé NSRB has
done a great deal of piecemeal plamming but it certainly hasn't brought
this thing together so that you have an integrated plan, I think that

. -is the thing which remains to be done and that is the thing that has to
be sold to the public, : : :

COMMENT & It is a fact that whatever planning has been accomplished
. in the National Security Resources Board has been attempted by represen—
tative groups from labor and other minority or majority groups in the
ccountry so that, in.one way of speaking, there has been a free-sounding
board which is c01pg part of this job of selling that we don't seem to
be reading about in the newspapers?

TR SI&R& I want to ask Nik if he dldn't tblnk the receptlon
the Hopley Roport reccived from the public wasn't a pretty fair indi-
cat¢on of hovr far we progreQSLd with the selling of our plan?

, MR. NIKLASON: Ubll the HOULGY chort is so 1ong ago I have

‘ forgottcr~mhat kind of rGCﬂptlon it got.

, MR, SWARTEN: Wéll, it kllled hlm. Ybu go out around Omahq, Nebraska.
The people who knew him will tell you he worked his heart out. He pro-
posed an excellent plan for civil.defense. It was probably as good-as
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any that has ever been made-~differed slightly from the one NSRB is
“trying to put out--and the columnists in the papers just jumped all
- over hims He was accused of trying to put the economy of the Nation
into chains. I think that is about as good an answer as we can gete
Personally I wondered what your opinion is on it.

COLONEL: BARNES: "I would like to kick that around a little bit,

- T will come back to it in a'minute. I want to go back and finish what
I started. The point I was trying to prescnt was that we do have evi~
dence that there was genéral public interest, and public opinion must
get interested first in order to become opinion; there is more public

- interest now in ecomomic controls--which are economic mobilization
plans—-than there was before the Korean incident, and the interest is
measured along expanding lines rather than contracting lines. The
President asked for just one or two simple controls. Congress is

coming up with a bill--which you mist admit in our system of goverrment
probably stems from a surge of pressures from back home=-for price
controls, allocations, and rationing, to give the President authority

to put those in effect when he wants to. But the President never asked
for such & bill, Tha%t to my‘mind is evidence of public interest, there-
fore, public opinicn, stemming from it. So far as certain other evidence,
there has to be.a public law finally on the subject. -

Now on the Hopley Report; I have just one comment, Mr, Swaren: +that
is a good case study, I think, of public opinions It was timed at the
wrong time for public acceptance of it. But right now what ‘is happening?
When the public intsrest is stirred by international events and they are
brought closer home to the risk they are confronted with, General (Clay
gets a job with the New York State Govermnment for being head of Civil
Defense; the governors all over the country are clamoring for NSRB!s
civil -defonse guidance document that is due out ‘in October, This
guidance documert you will hear about laters So the timing of public
opinicn is the thing. ' ' ‘ :

To get back to the original question that raised this whole dis-
cussion, . the plan itself has to include provision for informing the
public or you won't get public support. It may take the form of-letting
nature take its coursc. If we have a war thrust on us overnight, the
information is in’'the hands of the public and it is easy to feed them
the arguments for the need of control. -

- QUESTION: - I take it from what you say that the thing to do is to
indicate that we really don't have much of 2 plan, - If you have just the
beginnings of a plan so that everybody gets after you because it is not
a plan, you get fresh guidance and psychology. :

MR, NIKLASON: -That is one of the political tactics that Roosevelt
used to call:the "trial balloon " |
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QUESTION: = The President has publicis stated it is his desire that
any necessary sconomic cortrols be administered by the old-line govern-
. ment agenc;es. "Is that con81stent with the thlnklng of NSRB?

. MR. NIKLASON: V'c:ll, I am not too sure that we knOW'what the NSRB
does want, but I believe that it contemplated-~or has contemplated up
toc the prosent time and apoarently Mr. Symington is continuing the
policy=—using old-line govérnment agencies so far as possible in peace-
.bime mobilization planning. Now, of course, we are getting into a war
situation and it is quite casy to move some of those agencies. into
cperating in a. purtlal mobilization. Apparently, the President is
‘fbllowing that lead, - As you know, some.of the old~line agencies have
already been designated to . handle certain things, Commerce, for example,
is. hand’1nv orlorltles and allocations. :

I mlgrt fo;lo‘ that up., I don't want to give the 1rprp351on that
I an subscrlulng to this because, it seems toc me, as soon as you get
into a little tougher r:Ltu'*t:yon then we -are in now, .you are going to
have to bring this vhole thing under one tert and the agencies that are
now performing these various functions will simply have to be brought
together under top alrectlon. That is a long story. I will be glad
to discuss it with you if you want to come to my roome

, POLONEL BAh}bS-~ Ybu‘have;to remember that the NSRB is a staff of
the President. It has no executive status. If is only subject to the
- Prosident, © It advises the President. So you can't say, "Does the NSEB
_disagrce with the President?" The NSRB studies and recommends to the
_President. The Preosident announces his decisions Now the decision in
©this case was governcd by the current conditions. He said at this time
the Department of Commerce was adequate to place into operatien any
controls that he wished to put into effect. So it is a good guestion,
However, what you are really driving at is: Are the old-line agencies
adequate 4o take over all the economic controls and their over-all
coordination? That is a little bit ahead of our course at this time.

COMENT: I hesitate to get on my feet for obvious reasons, but
in talking about how w¢ determine public opinion, the suggestion has -
been made that we would learn of it through enactment into public law,
in the newspopers, and by means of the radio. I would like to offer
for your serious consideration a redefinition of what we call public
opinion, You conceive of it as the citigenry of the commorwealth. -
I would like %o include in it what we call ordira 1y Federal bureaus,
government bureaus, and state bureaus, If we enact legislation in
response to the pressure of public opinion, one or ancther of the
various state, county, and Federal organizations will have a finger
in ths pic even if we go to something like the War Production Board,
There is a certain degree of complacency and self-satisfaction im all
government burcaus that somehow should be destroyed. There ought to
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be some way of having them realize the seriousness of 'the situation
“or profess to realize it and ask for appropriations, and then when the
" appropriations are made, to go on their merry way, I don't mean that
~as an indictment of all bureaus, of all ‘government agencies, but there
“is enough of it obviously to be alarming and to constitute a problem,

COMLERT: This is more or less the same thing, but I feel that the
opposition to that type of legislation or administration is due primarily
to the fear of the American people of governmment organizations, The
- American people suffersd quite a bit at the hands of the economic mobil-
‘ization departments during World War II and stood in line on many occa-
sions when they could have been making a lot of overtime pay or maybe
doing their regular day's work, The whols thing was set up in such a
complicated way that the average person doesn't even like to think of it,

- I feel that, if, at this stage of the game, we could write an
cconomic mobilization plan that would be simple and would lcast incone
vonience the average citizen and could be uncerstood by the average
citizon, you would get popular aceoptance of it. T don!t know whether
it is possible to prepare such a plan so that the average cltizen can
understand its That is probably the big problem, But I thirk a big
effort should be made to construct it on command pattsern with the Chief
of Staff under the President to control the entire program, with heads
of departments or command agencics, as needed, operating agencies to
fit various components of mobilization planning. People can understand
the pyramid with somebody at the top, but I don't believe one-tenth of
the citizens of the Unitod States understood the departments that oper-
ated ceonomic mobilization during the war,

MR, NIKLASON: I would like to take just a minute to throw out two
or three ideas for your consideration on this publie acceptance of a
mobilization plan, which I think is the sssence of this wholec business.

I agree'that the Army, Navy, military; and’government departments
cannot go out and sell this mobilization plan, I don't think it is in
the cards, They are. suspects right off the bat,

Who do you turn to then in time of war? Who do you depend upon
to get your production? You have to go to industry. There are 185,000
monufacturing plants in this country. They divide themselves up into
about 1,100 industry groups. As a matter of fact, in thc War Production
Board there were over 1,100 industry advisory committees set up to help
the WPB. Now in another war you are going to be up against the same
thing or even probably something greater than that: How are you going
to get 1,100 industrics tied in so they are going to do" this job for you?
I think they should have something to say about the conditions under
which you require them to get this production, So it seems to me you
must inevitably have industry mobilization plarning committees set Up,
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I say M"industry," It is more than industry.  You can't turn the job:
over to industry and let it go at that. But T  concéive a mixed committee
where you have industry, the Govermnent, the mllltary services, all re-
presented and working together in neacutlme, A specific industry can
do its job in time of war. If those people who are carefully selected
to advise ‘come in here on a part-time basis and develop the plan, cer-
tainly they dre sold on the plan; they are the people who will-come from
each of the United States and are encouraged to go back and sell their
ovn_ community on this plan. With a planning base broad enough and
enou~h people wrapped up in it, that is the way you will sell this plan
and keep it sold., That is very sketchy. There are a lot of trlmmlngs
to that, but I haven't time %o go into it nows

- COMMEITe - I would like to make a short observation on thats -1 do
not think that the situation we are confronted with today can in any way
compare with the situation we had or which existed prlor to World War
IT. T think the public, and it has been said before, is far ahead of
our politicians ‘and our Govermment today. Stimulated by the Korean
crisis, I have made a little one-man survey during the last 30 -days out
in California and the lMidwest; there are many plumbers and bricklayers
who are ready and eager for universal military training, for all-out
mobilization, I haven't talked to the president of Standard Oil or

anyone like that, but I hove a feeling--and T had a finger on a small
pulse there——thﬁt the people don't have to be sold too much, They are
wondering when it is going to haprpen. They are not going to object
very much to standing in line and having rationing put into effect and
that sort of thing. They are getting a little tired of having that
sword out of Moscow hanging over their heads wondering when it is going
to drop. They would like to go all out and get rid of that sword and
have a peaceful way of living again. To go even stronger, I think the
great majority of the people with whom I have talked~-again the brick-.
;uyers, the grocer, and the plumber--would even countenance a preventive
war if we should go ahead, contrary to the general opinion that in a
democracy we cannot strike the first blow,

COLONEL- DnRNE Thank youe - That. is a good contribution to the.
nta tlon. : S :

orien =
DR, H*’“?R- I would like to thrnwranothériviQWDOint into the
picture on that plwnning storye. Thers. are, broadly speaking, as I see
it, two veuural approaches—-maybe you can think of two or three others=——
to planning for economic mobilization. The one which Nik has strbssed
today, as he pointed out at the begimning of the lecture, is the organ
izationsl and administrative approach which recognizes--I am quite in L
agreement with it in meny respects, as I pointed out'in one of my pre—
vious lectures--the difficulty of the manugement job in wartime, You
have this organizationzl-cdministrative approach to planning, but you .
rocognize thnt these managerial plans are of extraordinary difficulty
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.and complexity, -If you are going o sell cither approach, -there is

a -certain tendency to feel that if we can only set up this organiza=-
tional structure, if we can get these zgencies laid out in a coordinate
manner with clear-cut channels of command, and a beautiful organiza-
tional chart set up, it is all logically arranged and everything is
clear-cut; then, if the public and the Congress will only accept it,
our problems are over--it is adopted, it goes into effect, and every=-
thing rides according %o plan, :

Let me put up an argument against that just for the sake of putting
the picture of what the possibility is before you. For one thing, would
it go according to plan? Suppose Congress would enact it; suppose you
did have this coordinated scheme of agencies set up--whether they are
old-line or new wartime agencies--to handle thése various functions,
is that going to stop the pressure groups in the country from attacking
this thing and teking that and undermining this and the other thing?

I think it would help a great deal to start out in that way, but we
can't count too much on that for carrying through for any length of
time, ‘ .

There is another approach toward the plamning problem and I think
on the whole this approach has been followed by many over in the NSRBew
~although in ISRB, as in other agencies, there are different viewpoints
and approaches. I know some of those active in NSRB in the first couple
of years of its operation were inclined to play down this organizational
approach %o the plaming problem, They were inclined to feel that the
great mistoke--whether they were right or wrong is another question--
was concentrating on the organizational chart and getting these functions
all set up beautifully; that the thing to do-=az rather important thing
in planning=--was to decide what you have to do in a war economy to get
your production, your control of the economy as a whole, to keep these
inflationcry foreces under control, and to get all the factual data you
must have., In other words, make the approach from the point of view not
of organization but of jobs to be done or functions to be rerformed,

Try to get as much know=how 25 you can on those functions and how to
reckon with them, and you don't place all your money, according to

this point of view, on any particular organizational scheme. You know
that the Congress may upset any scheme you may plan on the organizational
side angd tear the thing to pieces, grind it up; and comc out with some~
thing radically different, From that approach; the emphasis has been
on function; therefore, I think that is one reason why the NSRB hasn't
come out with, and placed much emvhasis on, an organizational plan,
although I believe thoere has been some controversy as to whether it had
such a plan or note But I believe tle. NSRB has had some kind of plan
along that line, at lecast in the past year or so, which it thought it
would fall back on if an organizational plan really had to be delivered,.
But you have two widely different approaches to the planning problem,

I call attention to this other onc Just to give you the picture,
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MR. KIKLASON: T would like to have just a minute in rebuttal,.
Dr, nunuer‘accusgs me of emphasizing organization. "That is not the

(idea at dil. I am not concerned about organizatb tion, I want peoples
I want mbn who arc going to be called upon to do this job to parti-

cipate in uhc plannlng. Tney will be available to man this agency
or agencies when the™war comes, and they will know what it is all
aboute That is qulne a different concept, I thlnk from what you

" were hreuwntir

CCLOKNEL BARKES: This is a good note to adjourn one You have
two concepts there, one the problem approach and the other the admin-
istrative or the organizational approach t0 the solution of planning,
Several other things w111 have occurred to you. We will adjourn now,
Thank you very much,’ lir. Niklason. ’ ' "
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