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Mr, Harold B. Rowe was born at North English, Iowa, 18 September 1900.
His undergraduate work was taken at Iowa State College, B. S, degree

was received in 1923; his graduate work was taken at the University of
Minnesota, 1924 to 1927. From-1927 to 1933 he was on the faculty of the
Massachusetts State College. In 1933 he Joined the research staff of
Brookings Institution, Washington, D. C., and has remained with this
organizatipg.to_tha¢present time except for periocds of speeial assign-
ment with the Federal Government mostly during World War II. . He . - .-
performed special work for the U. S. Department of Agriculture in 1936
and 1940. In 1940 he became cdnsultant'to“the’Council-of'National.Defenseg,
When the Office of Price Administration was created he became Chief, Food

) Section,‘Price_Division, 1940; later he  was made Assistant Director of the
Price Division. When the rationing of materials in short -supply was: .. . -
undertaken he was appointed Director of Food Rationing 1941 to 1943. In
194l to 19U5 he served as consultant to the Office of War Mobilization

and as Assistant Director, Office of Food Programs, Foreign Economic
Administration. His experience, therefore, was unique in that it covered
almost the entire field of food control during the war period from the
first inception and planning of the program through the actual operation
and finally the administrative control in the Office of the President.

lr. Rowe is a member of the American Economic Association and the Farm
Economic Association, He is the author of "Tobacco Under the AAA M

1935, and is preparing, under the auspices of the Brookings Institution,

a study of World War II experience with food control.
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. REORGANIZATION CF THE FEDERAL GOVERNMENT FOR
ECONOMIC MOBILIZATION IN WCRLD WAR II

T Séptember 1958 -

" DR. HUNTER: This morning we have another. of the background
lectures on the organizational aspects of economic mobilization.
Washington, 1 suppose, is the mostﬂorganizationnminded place in the °
country. If you spend a couple: of years in Washington, you become
an expert, at least a science expert, on organization and administra-
tion. Quite naturally, our thinking on the problems in this field is
shaped and colored by the character of our own training and our own,

individual experiences, whether in military service, or in the social,
academic, or business fields. '

Two of our previous speakers have been,political~scientists,
and political scientists naturally think the Federal Government and
administration is peculiarly their bailiwick, as indeed it is. But
there~are.other~viewpcints:and_approaches, and that of the economist
isvespecially“important pecause in wartime the economist is just as
vital to-the‘effective prosecution,of economic mdbilizatién'as the

political scientist or the.public administrator.

Mr. Rowe, our speaker this morning, is an economist. He is
an economist who has had a large and varied experience in wartime
administration, Also he has for years been on the staff of the
Brookings Institution, a research agency which has long interested
itself especially in the relationships between government and the :
economy. SO We are delighted to have Mr. Rowe back with us again and - -
to have his views on the problems of running a wartime economy from
Washington in the last war. Mr., Rowe. S ‘

MR. ROWE: Dr. Hunter, members of the college:

It is a reél'pleasure.to have this opportunity to meet with a
new class in the Economic Mobilization course, even though I am :
appalled by the prospect of another general war in which a substantial

mobilization of the Nation's economy again may have to be undertaken.
During the recent conflict, I was continuously employed on certain
aspects of economic mobilization with so-called civilian war agencies

of the Government, - Bub much of my most effective collaboration was, and
many of my most agreeablé associatbions were, with members of the military
services. Moreover, I have enjoyed my previous participations'in'dis-
cussions at the Tndustrial College. - - EEE : .




There is onerminorqprgblem,vhowever, that has bothered me a
little in attemptingvto‘makéfan‘abpropriate selection of materials for
discussion each time I have been invited to take part in this course.
From the brief biographical skefch that has beer distribubed acd the
remarke Dr. Hunter has made, you understand, of ‘course, that my back-
ground is that of an eeonomist whose most intensive experience has been
in the field of food and agriculture. In the succession of assigrments
which I‘received:d_ring World War II, I became especially interested in
the ecororics of war, with pariicular reference to the problems of
maneging the foocd sector of *he economy in wartime--so much So that I
have continizd to devete a very considersble part of my time to study in
this fieldgﬂ Presumably, you also will have noted that my only possible.
quaiifications for discussing matters of orgarization and administration:
arise from the' fact that in these assignments I was required to assume
administrative respongibilities, at times on a very large scale, o

There is a fur+her point, however, which affects my, problem of -
making a reasonably approprigte selection of materials and which you need
to keep-ir mind when ovaluating any interpretative comments T may incinde
in my‘rémarks.s’That~is, through my experience and study, it has become
clear “to me "that ‘the most significant issues of organization and adminis-
tration can be conzidered effectively only on the basis of the best
possiblefunderstanding ol the nature of the job to be done. The way in
which the task iz visualized may very well 'determine the position that is
taken with respect to matters of organization. .

‘Conversely, the kind of organization that is established nay
very greatly influence the ability to identify and reliably interpret
the problems to be met. ‘Having sufficient knowledge of the task of
economic mobilization and of the conditions that may influence the
performance of the economy in wartime--in other words, having a relisble
understanding of the economics of war--administrative experience -can be
of assistance when deciding upon a plan of organization for the
mobilization effort. But I do not believe that there is anybody of
knowledge, or established principles, of administrative organization -
that can be used to show one organization plan superior to another,
separate and apart  from consideration of the substantive chdracter of
the task *o be accomplished. - - ' : ‘

In the past; the plan of work for the course in ecoromic’ mobiliza-
tion has focused considerable dtbention upon. the objective of ‘designing
an appropriaté organization, as I assume it will again this year. ' T
believe that I am reasonably familiar with the reasons for this approach
and I know I am in general agréemen® with the decisions it reflects.
But, because of the point of view T have just stated, when invited to
discuss some aspects of administrativeVcrganization, I usually find it
neeessary to devote most of my time to relevan®. features of the economic




mobilization task rather than to organization as such; T have feared
that this might -cause the directors of the course to feel that I had
digressed rather far from the specific topic assigned to me.

The subject I have been asked to discuss today is "Reorganization
of the Federal Government for Economic Mobilization in World War II." In
view of what I have sald, you can 8ee how this could present me with an
additional difficulty. Not only does my subject relate exclusively to
matters of organization,.but,it rather effectively precludes anything
more than a passing referencevto,food~and'agriculture-—the one area in
which I might perhaps claim some special qualificatiqns;_chwever, I
understand that today's lecture isvintendedvto,provide only a brief .
sketch of the main pattern ofﬂorganizational~developmentkduring'World

.War II as a background for your later, more detailed study of particular
features of that experience. For most of my,time,.therefore; I shall
attempt to stay quite‘close‘t0~the subject. assigned me. Only the most

“significant developments can be mentioned and none can be examined at '
all fully. As you require more;detail~0nvparticular~parts\of this
experience, it will be provided no doubt in subsequent discussions or in
your reading. : A : : '

In this connection, I suggest that you may find two volumes .
especially uwseful.  One is “The United States .at War,“kcompiled under the
guidance of the Committee on Records of War Administration of the Bureau
of the Budget. The other is "Industrial Mobilization for Var," Volume I,
issued by the Civilian Production Administration as the firgt=—and only
one published--of three planned volumes on the history of the]War,Production
Board and predecessor agencies. Although these two volumes aggregate some
1,500 printed pages, they are by no means complete. Nevertheless, from:
their'chapter'and.section‘headings-you should be able to dip in-ab o
appropriate points for almost any amount of further detail you‘may,require_
_ on those developments I shall be able to mention this morning. ) ‘

T am advised that your lecture last week covered dévelopments"
during the interwar period and considered the principal organizational
provisions of the Tndustrial Mobilization Plan of 1939, I also have the.
impression that it gave at least some attention to:théjexplanation for
rejection of this plan by the Administration. If you desire a further
interpretation'of the circumstances which appear o have influenced this
rejection, I suggest that you read the transcript of Dr. Hunter's .
excellent discussion of the topic in this. course on-9-September“l9h6.“ .

I would supplement the analysisvthatvD ..thter}contribﬁﬁed‘at-
that time only %o the extent of suggesting that two‘particular points

have been stressed in the official histories which,appearéd‘td have o
somewhat more influence upon ‘the administration decision than Dr. Hunter's -
treatment would necessarily indicate to you. One of these was. the view

clearly held in the Executive Office of the President that the 1939 plan":
was not So complete»or‘comprehensive-as its proponents arguedf—inl§act ’
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that: " ... it was a document dealing only in generalities with the .

problem of governmental ofganization-for;war-and it was formulated for
conditions unlike those which actually arose. !t - I o

The other point was the view that creation of a superagency
under a single administrator having the vast powers over-governmental
organization and policy contemplated in the provisions of the M<day = .
plan would have required such unreasonable delegation of power as to =
make 1t difficult for the President to control broad strategy and policy,
Again I quote: ™Such action would have constituted virtual abdication .
by the President and would have made him less able: to meet his R
constitutional responsibilities.” Both quotations are from "The United
States at War," pp, 23-2L,, I quote them as reflecting the ‘extent to.which
I think those views were held in that very important division within the
Executive Office of the President. Whether one agrees or disagrees with
these two arguments, I think it must be conceded that in the circumstances
at the time they constituted important factors in the. administration
decision to disregard or reject the M~day plan.. o o

The alternative course selected by the President was that of
taking only certain limited or moderate organization steps that were _
deemed to be feasible and appropriate in view of all the circumstances ‘
‘at that particular time. These steps. initiated the sequence of action
through which the final pattern of wartime governmental organization
was finally evolved,. It is to be noted that this early decision ‘
amounted“to,'among‘other4things, an effective transfer of the responsibility
for planning the course of economic mobilization and the organizational '
machinery through which it was to be accomplished away from the military
services and-into the Executive Office of the President where it remained
throughout the war. These first steps were: taken undsr authority provided -
by existing statutes. S : S :

The Reorganization Act of 1939 authorized the President, with
the approval of Congress, to reassign certain government functions among
departments and agencies.. One part of the;reorganization”plan initiated
under this legislation was the creation of the Executive Office of the
President: In this office were grouped: the Bureau of the Budget, the .’
National Resources‘Planning Board, ‘the -Office of Government Reports, the
Liaison Office for Personnel Management, and the immediate White House
Offiée. The activitises of the Bureau of the Budget were considerably *
enlarged to include study "in the development of improved plans of
administrative management.™ '

The Executive order issued 8fSeptember'1939,“establishing these
internal divisions of the Executive .Office also provided that there should
be in that office "in the event of a national emergency or threat of a
national emergency, such office for emergency. management as the President




4%i

shall determine." On 25 May 1940, the President issued an Administrative
order formally establishing the Office for Emergency Management. This
action provided the President with assistants for the coordination and
direction of emergency agencies and slso established authority for the
establishment of such new agencies as were to be createds Most of the

new organizations later established originated as units of the Office for
Emergency Managemente William H. McReynolds, Administrative Assistant to
the President, was designated as,LiaiSOnLOfficer for emergency management"
with the function of directing this new agency. ' '

on 28 May 19LO, the President announced the re~cstablishment of
the Advisory Commission to the Council of National Defense, an agency
that had been authorized during World War I. Theoretically, this
Commission was the operating arm of a Cabinet-level Council of National
Defense, consisting of the Secretaries of War, Navy, Interior, Agriculture,
Commerce, and labor, In practige,“hdwever, it was agreed that the Council
itself would meet and act in meetings of the Cabinet with the President
and that the Commission would ‘deal with the Council solely through the
President himself or his administrative assistant, who had been designated
4o have charge of the office for Emergency Management and who also was
designated as Secretary of the Council and of the Advisory Commission.
This abdication of the Council, together with the President!s repeated .
refusals to nominate a chairman 4o the Commission and his retention of
final authority in his ovn hands, meant that the Commission was actually
. established as a group of independent advisers to the Presidents

The Commission was made up of an adviser designated for each of
the following fields: ‘industrial materials, industrial production,
employment, farm products, transportation, price stabilization, and
consumer protection. Bach of the advisers was to aid, if necessary, in
getting the current job done. In addition, he was expected to make
studies and plans about what would have to be done if the country got
into war. ‘Moreover, at least some of thevCommissioners appear to have
been expected to “represent! their field of interest in the sense . of
seeing that it was not unduly disadvantaged by the steps that were taken
in preparation “or defense. For example, the consumers' commissioner- E
certainly was expected'toyrepresent consumers' interests in this way.
Morcover, it seemed clear at the time that part of the function of the
agriculturalvcommissipner was to see that agriculture obtained as large
5 share as possible in the thenefits" that were anticipated from the
expansion of activity for defense., Each of the advisers bullt up 2
small staff and later these staffs furnished an important rucleus of

personnel around which more elaborate organizations were developed. .

In practice also the theory that each adviser would function
independently in his own sphere was not maintained, Each of the advisers.
was interested in all phases of defense policy and they considered them-
selves to be a commission, not just presidential’assistants. This view-

point was shared by Congress and the general public.
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A Although the Comm1°51on was created 4, with little or no power, .
in ‘operation” it attaineqd a ‘muiber of powers S of considerabl e'*nportaneenv"
Among these ware enimersated coritract cilearance, tax certifiec: ation for
defense faCJl7t¢e°;‘an+*+”ueu cbrt111@a+1or {nd priorities, Moreover3
the preetlge of the Commission ¢ncreaqed qu;flcjen*‘y“co that i3 exersed
important advigory 1nfluences in areas far oo humerous to. enumerate.
Clea*lyg it could not become an- effect+ve aduinistrative orfanlzaflone _
Bub thHis is not svﬂnrlswng Since it was Qpee*flcaLLy designed to prevent
its becomlua such an averﬂyz Co¢1ect1vely'and 1Ld"V1duaLly the adv1sers
did expedite *he produciion and - brocurement: programs tthorized at the '
time, brought. hew and needed pers onnel into the Governmen G, initiated

.1mportant studies and. Vonbr¢beued mich teward the cleer definition_of
the kinds OL prob¢emu that mlght be expected to arise in the event of
war.,

By Decemoer 10u9 _uhere had become no doubt that'a suronger
defense crgaqiza,ion world, have %o be established, . The' greatiy'enla”ged
British aig -program ha ad been” received, which forced attention o the
1nadequaey of existing. arrargements, Memoers of the Defense Advisory .
Commission were unanimous  in dSklP” for a change, Labor orvanlzauwons
dlssatlelLd Wlth the. handllng of deP~nse contracts, were demanding
equal voice wi th management in. admlnlstratlon of the defense progremo
Othez rltlclsms vere aavanﬂeq Lrom many . Sources, .

mwn@Dwrmm“mepmnmpw<ﬁ¢mm4bweWﬁ‘%mmmmd wd
in his annual message on the staté of the union, delivercd 5 Janua“y 1941,
the Presldenc requested Congress +to, base legisiation 1rcorporat1ng that
principle, The bill wae introduced on 10 Jenuarj 1941, ‘an amended
version of whlch was oubSequently approved and =nacted on 11 March 1941,

“After con<1der1rg =evera4 alternatlve propoea for the ‘
administration of this program ', the President on 27 March 1911 designated
Harry Hopkins to advisé and assist him in carryirg out the Lend-Iease
brogram, and on 2 May‘lQLu established by Executive order in the Office
of Emergencv Management a D1v1<1on of Defense Aids Reports hezded by an
executive officer, .Thus, the initial Senera¢ system for the administra-
tion of Lend—Leuse agaln provided for retention by “he Pr931den of
control over pollcy0 Operating authorlty3 however, was freely deiegaued
Not until 29 August 1951 3id the President issue g much broader.
authorization tc the executive officer of the D1v131or of Deferse Aids
Reports and not until 28 QOctober. 1941, was the Office of Lend~iease
Administration formally established. with a delegation of power that
énabled it to handle many matters which, ountil ‘then, had required the
signature of the President., - '

Concurrently'w1th this development of Lend- Leas “ﬁhé organiza-
tional arrangements for direction of the defense progfam were. under review,
Again, the Pre 1dent declined to create an organization of the War Resources
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Administration type under a singlc head because he was unwilling to
delegate so muehupqwef:to_any,one~individual., Instead, on 20 December
19h0,hheqannounged'that oné organization, the Office of Production.
Management, would be_established,tobhandle‘whatzwere‘deémed to be the
most pressing problems.-VOther-phases:of'the defense program were left .
to incubate in the Office of Emergency'Management.;”Thus,.there began . -
a splintering of authority which, as shown clearly in the volume, S
"Industrial-Mdbilization.for*War;" p. 93 forward, to wkich I previously
referred, prepared the way for the later emergence of the idea of the '
commodity czars during the hectic time in 19L2. -

The President describsd the Office of Production Management as’
a new organization in which all three elements of the defense program--
management, labor, and the purchaseruuser-wwould'be equally represented.
These elements were to be brought together in the OPM Council, on which
William Knudsen~represenxed'management,,Sidnenyillman represented lzbor,
and the Secretaries of War and Navy represented the purchaser-user, or °
all consumers of the defense product, This Council was to be a policy
group.. The OPM itself, however, with Knudsen as Director General and
Hillman as Associlate Director-General,«was‘to be the operating bodye

The activity of (PM would be concentrated in production, pur- _
ghasing, and priorities—~considered'tO»be'the three most important areas. .
Organization was to be along functional lines, with the Division of
Production headed by John D. Biggers, who had been Deputy Director of
Production under NDAC; a Division of Purchases under Donald M. Nelson
Coordinator of Purchases in the NDAC: and a Defense Priorities Board, -
the personnel of which might shift from. time to time. :

At the time OPM was snnounced, the President indicated that
the Advisory Commission would remain substantially as it was. - The
- Commission continued to meet uantil 22 October 1941, and, indeed, was
never officially abolished, but its functions were gradually:transferred.
By the enc of January 1941, the production, purchases, and priorities
functions had been assigned to OPM:; The small busincss activities that
had been handled by Nelson as Coordinator of Purchases also went to OPM
as a defense contract service.  The Bureau of Research_andetatistics
and the Administrative Services grouvps likewise went to OPM in: February.

The Div’cion of Information and toe Office of :the Coordinator
of National Defense Housinguwere trans£erred to,thevuffice of Emergency
Management, where they eventually grew-inté‘indepéndent‘agenciesﬂ*’The
Labor Division functioned as a part of: CPM.from the beginning and was
transferred officially on 17 Mareh 19M1. 4 o E
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The Divisions of Price Stabilizationwand,Consumer~Protection
were merged to form the inggpendentfofficerf Priée Administration and
Civilian Supply, established on 11 April l9b1,A:P1ant_location functions -

of the Commission were. absorbed by the Plant Site Board in March; the

Relations .in.the Department of: Agriculture on May 6, and the Division .. .
of State and Local Cooperation was absorbed in the Office of Civilian ...

Defense on May 20. - In the summer of 1941, NDAC clearance fof certificates. .
of necessity, certificates of government protection, and certificates of ... - -

nonreimbursement, was eliminated by an amendment to the Second Revenue - -
Act of 1940. ' RS o

The Transportation‘Division of the Commission, after remaining
for a time in OEM, became the Office of Defense Transportation in .. =
December 1941, Other residual functions of the Commission were graduall
gbsorbed by other agencies, such as the Office of Petroleum Coordinator,
the Office of Defense Health and Welfare Services, and the Economic
Defense Board. T ‘ B N

I have enumerated these transfers of NDAC functions to indicate
the range of organizations which germinated from that modest and
presumably powerless agency. FEach of these furnished a line of develop-
ment that would be interesting to follow up in detail, Such treatment
is obviously impossible within the limits of one discussion, However,
since I am assuming that you are primarily concerned with the main
evolution of the principal agencies for industrial mobilization, I shall
make no further reference to these other important parts of the wartime -
pattern of organization and reorganization, Instead, I shall review.
very briefly the prineipal changes which suceseded the establishment of
the Office of Production Management, . : R

The Executive order specified the power to:

"formulate and execute in the public interest all measures ,
needful“and appropriate in order, (1) to increase, accelerate, ..
‘and regulate the production and supply of materials, articles, . ..
mand'equipment, and for the provision of emergency plant

fdeilities and services required for the national defense;

and (2) to insure effective coordination of those activities

of the Several departments, corporations, and other agencies

of the Government which are directly concerned herewith.!

In practice, of course, .such powers proved to be insufficient.
Besides this, the diffusion of leadership in the organization, resulting -
from the attempt to represent "management, labor, and the - purchaser-usert
elements in the policy~determining council, ccnstituted an obstacle to
effective coordination at all levels. Moreover, by the time OPM was

8
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three months old the“duplicabion;of,cbmmbdity branches, necessitated
by the basic functional pattern of organization, was threatening to
result in‘an impossible overlapping of functions, multiplication of
1iaison'groups,'delays,'contradidtory programs, and general confusion.
~ As industries were brought under priority control, increasing numbers
of individual industry representatives weré required to go to one

division after another in search of concrete information.

. Further difficulties arose out of the division of functions
between the OffiCe_of’Productibn Managemént and vhe Office of Price
Administration and Civilian Supply, the two largest agencies to grow
out of the Advisory Commission. The functions of the OPM were in
certain respects limited., It was concerned primarily with direct
defense requiremeénts and had received,»by'delegation»at the time of
its‘creation,‘the'priority,ppwer_yestédLin the President-~the power
to compel priority and delivery for Army and Navy orders over orders
for private account’br'éxport.“At'that time these narrow priority :
powers were all that were authorized; hence,. responsibility for civilian
production constituted a gap in the administrative machinery. The chief

operating authority of the OPM was thisAngr?pw"pricrity power., This was

not used extensively until late in 1SLl. On other matters the office
- stimulated, advised, planned, and coordinated by methods not greatly
different from those that had developed/in'thsiNDAQ.

By statute approved on 31 May 1941, the President!s priority
power was greatly broadened, This made it necessary for the President
to delegate further powers for detailed administration which, in turn,

precipitated.theviSSue'of a real definition of relations between the

Office of Production Management and the Office of Price Administration

'3

and Civilian Supply." OPACS had been'assighéd';espon51bility for directing
production of civilian goods in a manner not dissimilar to that in which
it was expected OPM would function with respect to producticn for direct
military uses. Was it, therefore, to be given the delegation of priority
and allocation power so far as these were to be applied to the so-called
civilian segment of the economy, or was the OPM to be given this
responsibility? Differences and rivalries over this and many inter-
related issues created much friction. Some of the issues took the form
of OPACS' criticism of OPM and pressure for acceleration of the defense
program, in which other independent agencies not infrequently joined.

The many diverse ingredients of “this situation led to a decision
that one agency or body should be established in which all matters of
supply and priority should be settled and in which there would be one
channel for dealing with industry. This led to the reorganization of
both OPM and OPACS and to the establishment of a new Supply, Priorities,

7
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and Allocations Board on 28 August 1941. - This Board consisted of a
policy group superimposed over ‘the Office of Production Management and

other defense agencies. The general theory was that these .chief
officials of the principal agerncies with stakes in the allocation of .
resources would be brought together for consultatidn'in»ordér;jas the
Exebutivé'order'specified, "to assure unity of policy and coordihated
consideration of all relevant factors involved in the sipply and'
allocation of materials and commodities among the various phases of

the defense-program‘and,sompeting civilian demands " -

. The functions of the Office of Price Administration and
Civilian Supply which related to priorities and allocatién in the .
civilian area were transferred to the Office of Production Management in
which.a division of Civilian Supply was established. But this divieion
was headed by Mr. Leon Hendéfson,_who,ﬁin‘his capacity q£ Pri¢e’Adminisf
trator, also became a mo ber of the Supply, Priorities, and Allocations
Board, whers he could partiﬁipate;direculy‘in:the Highest policy ‘
deliberations. . It will be noted that this transfer miade final the
separation of,price‘control-from production control that created so
many limitations but which appears to have been -inevitable in view of .
the basice decision of the administration to organize along functional

lines. Numerous other changes were made in the internal organization

of OPM to overcome the many difficulties that had developed,

. The major contributions of SPAB have been sunmed up on page 111,
Y"Industrial Mobilization for War" asg: S

1. Its emphasis on all-out mobilization of +he economy
for the meeting of direct defense and essential civiiian
requirements; 2, Its assembling and appraising"ofjtotal .
requirements for the munitions production program; and 3.
Ibs careful review of the supply and demand -situation of
strategic and critical material and tools." R

Probably its actual accomplishments were less~significant_tha@*theffacﬁ .
that it paved the way for the powerful Requiremehﬁs‘Commitbee of the
War Production Board with its allocation approach to the materials
problem. - o AR o g

Actually the lines of authority had become tangled to too great
an .extent to permit these arrangements to work .satisfactorily for any
appreciable length of time. With the attack on Pearl Harbor came the
need for all-out industrial mobilization, ‘Civilian industry had to be
converted to war production on'a more extensive scale, less-essential -
production had to be curtailed, and full-distribution control had +o be
established. Surveys were made, recommendations formulated, and some
internal changes were initiated, but within a month CPil and SPAB were
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both replaced by the powerful and centralized War Production Board.

At last there was a decision to at least partially sbandon the slow
process of debate, consultation, board actiony ané the inconclusive -
influences of advisory interdepartmental agencies: and to substitute
administrators*with.authority~to act with dispatch, together with the
power to command both public agencies and private enterprises.

On 16 January 1942, the War Production Board was created with-
all the President!s powers over industry, production, raw materials,
factories, machine tools, priorities, allocations, and rationings These
powers were vested in one man, Donald M. Nelson, as Chairman. The Board
itself was purely advisory and served to bring into weekly oonsultation'
the top production representativeS’of the War,»Navy,'and Commerce Depari-
ments, the Boards of Economic Warfare and Price Administration, and the
White House. The WFB personnel jnitially was mostly the same as that of
SPAB. OPM and SPAB were abolished. Thus, the WPB became established as
the main core of the wartime organization. Supplementing it for the
balance of the war were several other agencies of real importance.

The Office of Price Administration, which had now received a. -
measure of statutory authority to stabilize prices and to which ‘
Mr. Nelson, as Chairmen of the WEB, delegated the administration of
rationing, was, of course, the largest of these. Others included the -
War Manpower Commission, the War Labor Board, the office of Defense
Transportation, the War Shipping Administration, and the National
Housing Agency. Time does not: permit me to consider these agencies or
to review drganizationalrdevelopments in two other important areas--— ‘
food and agriculture and foreign economic programs. Tt 4is impossible
also to discuss the subsequent efforts to achieve coordination at the
top level through review and adjudication of the differences that arose
by such sgéncies as the Office 5 War Mobilization and the Office of
Economic Stabilization, both.of which were establishedvin“reqognition
of the need for more effettive.over-allncoordination.' ol

‘ Subsequent organiiational.developments,in the particular line =
of evolution with which we are concerned.today-pertained to the internal
organization of WPB and to its relations with other agencies. I have. .
found it impossible t¢ include within this one discussion any real L
summary’ of ‘these or'interpretationsfofvtheir-significance. For one. .
thing, in order to adequatelyﬂdescribe‘SuChvohanges,.it would be . -
necessary to first present a;c0mprehensive.summary.qf the.Boagdfsﬂ'! o
complex internal organization,1anlundertakingﬂwhich, bviqpsly[wouldfff;
require considerable time, For another thing, even nmore time would be
required to examine the -origin of the conditions that developed, in
ordér 1o provide a basis for' any me fingful.statsment~regarding the .

reaSOns‘for,thesercbanges;f»Finally;'controvarsial'issueq(would,be;;n-f
volved and'thé‘influence«of'perSOnalities.is by no means . absent.
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Any attempt. to do this would carry me far beyond the . se of e
assignment. For the most part, therefore, I shall limit: myself . to.an .
even more sketchy treatment than I have accorded to developmenta_upftq;.“
this point. It may possibly suggest leads that will be useful to you

in the later, more detailed study of : the WPB-~I assume you will undertake
such study. L : - ' S o,

. Although the powers initially delegated to the, Chairman .of WPB . .
were very great and subsequently were enlarged from_time~tpvtim3,aby.nc_}§
means all were administered within that agency. Mr. Nelson himself said |
that he regarded ocne of his major functions to be that,ofx"assigning all
parts of the big job to particular agencies and individuals, and
delegating authority where that is necessary for the carrying out of
responsibilities." It is my . own view that very little criticism can be’
made of this conception or of the way in which it was carried out. But
Such assignment and delegatidn-necessarily carried with it the obligatien
to review, and, in some measure, control, the actions of agencies to whom
assignments were made., It was this supervision of other agencies which
Mr. Nelson apparently.found to be very difficult. Difficulties\df this -
character were particularly great with some elements of the military
services, but they extended to the WPB relations with eivilian agencies.
Ultimately, someéwhat similar ‘problems arose among different parts of
WPB‘itS'elfo. R N R Lo . o ; 0 ’

' “/As one might reasonably expeet:in view-of all the circumstances
at the'time, the. "honeymoen". for: the new WPB.did not last long until. -
criti@isns~began'toAbe.heard.’ The taskywas,enprmous, experience limitéd*
and previous prepsration and planning had been all too_inadequate.;w _
Naturally, frictions developed at differentvpoints;in;the program: and not
all were attributed to their real cause. . Criticism of various types . 1
developed within the WPB, the military services, and the Congress., While
I cannot uhdertake.to*review"the:merits of;these:griticism§;}$_gpggest
for your later consideration a view held by &, number . of pb§§ryér§5’that,
is, for the most ‘part the criticism in this.period1he1ped rather{than L
hindered the WPB and-cn the whole.the‘alleged‘exposures;epbancgdvr?%her.
than reducedftheagtaturé'of,its4chairman.;;;;; . oo -

Undoubtedly, the most [poteworthy accomplishment of: the agéncy
in this early period was the deeision to.proceed with the Production
Requirement34Plan;m-ThiS'is.not to sg ,that(the;PRP:wgs:pgrfgct by.aqy B}
means, But it represented:the first large-scale effort to introduce a
horizontal control of materials for eaqh;plant-wcontrol"of'é'type‘that_“
can really eontribute toward effective~mobilization'of the economy. '
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: Ankimpossible'situation had developed during the first half
of 192, Pursuant to his policy of assigning and delegating responsi-
pilities, the Chairman of ¥PE had insisted that actual conduct of -
procurement should remain with the services, the War Shipping Administira-
tion, and other established procurement agencies. With the substantial
remdvalrOf'all’limitatiOns‘on appropriations and programs that occurred
immediately after the sttack on Pearl Harbor, numerous procurement

orders were placed. It was reported that orders placed in the first -
nalf of 1942 totaled over 100 billion dollars--in other words, in that
six~month period they amounted to more than was produced by the Nation's
economy in its most prosperous prior year. » ‘

Quite obviously it was impossible to. produce everything that -
had been ordered within any reasonable time. Inevitably, there were
collisions between the various programs and the men responsible for
them in their demands’for~materials.= Very soon all semblance of balance -
in the production'program~began‘to disappear.  1In the resulting scramble
there were, of course, terrific wastes. It was at this point that the
elaborate system of priorities'revaaled its inappropriateness for any
program of really largeescalejmobilization. As this system of vertical
priorities broke down through its own inherent deficiencies,; the
inauguration of a measurelof‘horizontal;control~constituted a long step
in the right‘direction even’ though there were other steps that still
needed to be taken. - S S S ‘

Early in July 19h2, a reorganization of WPB. was made. Although .-
this was comprehensive and systematic, itArepresented.chiefly an attempt
to fit a very large and rapidly groWing'organizatiOn'to.itsrwork'load ‘
and would not be profitable to examine here. R

During the year 19L2, the slack disappeared from the Nation's
economy. No longer could the production of needed items be obtained
by employing previously unemployed resources. Instead, something else
nad to be cut back. In such circumstances, for example, the supply
officer who succeeded in placing orders for, and obtaining .the delivery
of , items that would go into storage for use perhaps two years later

might believe that he was doing an effective job. ‘Actually,.of course,

he would be obstructing true.economic,mobilization,wbecauseihe would be
diverting materials and other resources away from ‘items - that were needed
immediately. S : S Cell .

In such a situation, the systematic review of all: programs in
relation to each other and the delicate integration of all demands upon
the economy became of dominant importance. After all, this is the real -
problem involved in effective mobilization planning. - :

13
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As would be expected,~his. caused much friqtion_apdiqontrove:sy.
Naturally, officials gave first thought to the particular segment, for o
which they were responsible. Perhaps.feW‘understood; and.many did not ~ -
care about, the complex interrelaticnships between. thelr particular =~
programs and the over-all success of the total economic undertaking. =
Many of these situations produced personal conflicts. From experienge,
we know that shortsighted overloyalty, or perhaps ambition, with respedt -
to their own programs did ‘sometimes bring out the worstfcharécteriStics;'f
of the individual. But I personally share ‘the view that behind most of "~
these conflicts—-whether they were between economists and business =~ e
executives, or between military and civilian points of viewf~1ay,diffiqulﬁ'
and inadequately understood problems of integration and adjustmeént %o
economic realities. ‘ . : -

This seems to me t6 characterize the situation during the ~~
remainder of 1942. By fall the maintenance of better balance among the =
conflicting programs had become ‘a major necessity. In response to this,
the second and last major reorganization . of WPB was carried out. Again,

I cannot undertake to interpret the,precisevoharacter df the internal "
changes that were made. These are explained quite fully in the references
which I suggested at the beginning of my discussion. But in general they
represented what I should consider not only a logical but somewhat E
inevitable extension and development of the principle of Horizontal céntrol-
Yo implement the kind of planning the situation really required. When - @ -
you have the opportunity to go into this experience more carefully, I
suggest that you consider whether or not the general view I have tried to
express does not furnish a somewhat better basis for understanding the o
events that took place than will any attempt to construct an explanation -
in terms of personalities, military and civilian rivalries,'contrbversy
‘regarding the advantages of commodity czars, or other alternative schemes-

of organization. =
Théﬁk.yoﬁQk

- QUESTIN: Was the Controlled: Materials Plan accepted by industry -
or the procurement agencies? . DR S RRRE
MR, ROWE:  Yes, I wouldn't: say that it was accepted in the sense'”
of every individual being completely happy.about it, but it was accepted -
in the sense of, for the first time, providing the mechanism for contriol -
of the scope and character that was required to deal with the situation.

- DR. HUNTER: Mr, Rowe, would you develop. a little bit a point
made at the beginning of the period. Perhaps .you might do it with
specific references to the area of your direct, immediate knowledge~--food-
and agriculture. You stressed the importance of understanding the area

)
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under conSideration, therhaae‘of'the econbmy, if one is to do a really
satisfactory“jobfin~organization and administration in that field. ~ Could
you point'that»upja*bit”for‘us? Y ST S ST \

. MR, ROWE: I will try, Dr. Hunter. “The trouble with that topic
is that when you get started it is awfully hard ‘to-let’go of it within
 any reasonable periodwof*time;‘ Perhaps I can point it up this way. ‘In

economic mdbilization?onvanything approaching-a.full scale, the most
fundamental“primaryvpask is.thét-of’evaluating‘thevalternative uses to
which the resources of the Nation might be pub. This is the same Job
that the ecoﬁcmy'pérform3~in-peacetime. The difference is that in peace-
time aach ofus spends his woney for the things most desired, .and the
‘aggregate demands‘from‘those“expenditures hit the markets and show which .
are the things that would“bevmore'profitable to produce. In this ‘way the
automatic mechanism of the market places a valuation upon the different
uses for availdble resources that reflactszthe'decisions of individual
users of goods as to whether a bottle of ‘beer is more important than a
glass Of‘milk;‘orMWhethertanfautomdbile is better than a new rug for the
living room, and so om. T o : g R

Now when we look into a gondition of all-out war vhere we talk
about full-scale mobilization, the difference, of course, is the basis .
of value. Individual wants are no longer very significant. ~The considera-
tion ist” 1yill further productibn“ofﬂthe‘item increase the effectiveness.
of the national effort for defense more than would the additional supply -
of any other items'bhat'coﬁld*beiproducedeithithe same resources?! -In
~ economic mobilization oh any large scale this is » matter for most careful

evaluation by the most expert people operating with full authority. - .

o One of‘the'difficulties'inrtalking about these things is in getting
at the real meaning of the word vimportant." It does not necessarily . -
follow in a condition of all<out war that an item that is to be used, let
us say;'diréctly_in-a“military‘operation is.more important than some other
item that is never going to get anywhere near the front. - The:.reason is
that the thing most important is the item that you don't have. If you
have guns.but no ammunition, the production of ammunition is- a much more
important use for resources than is the production of more guns. If you
have plenty of immediate supplies but are hampered in the production of
equipment.for later phases of the 'war because of inadequate civilian
housing, transportation, food, or even recreational facilities, then - .
production of such goods for the civilian economy may become most
important.  All of Which'is,'of"course; merelyvanhexpression.of the
economist's principle’of‘marginal analysis. -The objective that you are’
trying to attain is o 8o direct‘thesuse~ofAmanpower‘resources,'plants,
equipment, tools, and what not that youicanbachieve'a situation in which -
it would not be possible to fake a single unit of effort out of &eny oneé
1ine and move it over into another without weakening. the war effort. -

15
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Now that perfection, of COurse,,is‘not»attainable.';Butgthe., .
first decisions that have to be made are ‘those of "How shall resources,
which constitute the economic potential of the Nation, be employed.as
among their different uses in order to approach such an ideal as closely
as possible?" This. cannot be accomplished through any system of
priorities based ‘upon valuationsfwhich‘say that some items arecinﬁerently
‘more important than others. Instead it must be done through allocation
decisions as to the amount of resources to be employed in -each use so '
that the importance of these uses will be as nearly equal as possible,
It is this notion I.was trying to convey by using the word integration,
and by stressing .the -importance of getting the right combinations for '
most effective resource use. Such integrated decisions would be possible
only for a uhified agency having full information and .authority over all
economic- aspects of mobilization, Hence, consideration of - the nature of
the job to be done leads to the very ‘important conclusion that effective
administration requires a unified economic ‘high command, Incidentally,
I repeat that it is nonsense to talk about total war and at the same time
mention any distinction between military-andUCivilian\segments»or the
economy. Under definition of total war, all criteria of value disappear
except - those of effectiveness in prosecution of the war effort, ' '

" Let us.supposc that the high command has %o make decisions. on
such matters as basic allocations of resources. In order to make those
decisions rational and intelligent, it has to have information.as ts
what those resources will produce in the variocus competing uses. It must
have “information as to what can be produced in the way of, food, let us say,
with given amounts of manpower, , farm machinery, and .chemicals .for.
fertilizers made available to'agriCulture.--Therefore, the basic plan of
‘organization néeds to be .one in which a subordinate agency will be =~
responsible for.each major area of economic -activity. that competes for
the resources available, Each of these agencies can then be in a position
to. supply ‘information as to what will result from alternative decisiops
with’respéctfto‘allocatiqn.to its field. Without this information for all
areas, the high command cannot possibly approach the best decision,

‘After the basic decisions are made, they are best implemented -
through operating programs under the direction of these same subordinate
agencies, - IR : v s ' , T T

This may'suggest to you the kind of ‘reasoning which leads me to
say that the most-outstandingfdeficiehcies'Qf"the wartime organization
were attributable to the absence of unity of -command at the topmost level.
From this there resulted much of the inability to perform as effectively
as would have been desirable in this most basic function that there is
in planning for economic mobilization. '
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Next, it indicates not only unified'command,fthat is centraliza-
tion of the whole economic authority both military anavcivi;ian,at'cne
point at.the top, but an organization below on what I have come to call—~
T am a little at a loss to find words that convey this notion~="organiza-
tion on the job basis" as opposed to the arbitrary functional type of
setup. I have no patience whatever with arguments of principle”és.to
whether a functional or a commodity type of organization is universally
superiors That is begging the question..'Thefway out is to see what '
kind of decisions have: to be made and then consider in the circumstances,
including such considerations as the capabilities of people‘that'you.havef
to staff the different jobs, how you can organize 1o provide the needed
flow of information upward and effective implementation of those decisions
downward through appropriate operating programs. L ' '

Incidentally, I’hava'one;moré point;.;lh:a:situatién where it is

patently impossible to anticipate all the conditions that will arise,
there is something to be said for Qonsidering,,in:the development of a
plan of organization, how this definition of the job can be shaped up SO
that all aspects of it will impinge upon some one person in authority who
will be able to see its many sides. That was not true under the
functional assignment that was basic to our last'wartime,organizatiOn.
Leon Henderson had the responsibility of keeping prices from going wp
and for rationing supplies tozthe.consumer;-Secretary'Wickard'in°the o
Department‘of‘Agriculture had responsibility for obtainingkprbductiOn of:
those items; and various other independentfagencies hadvauthority for
other functional aspects. o o L

. Now, quite obviously under,Such,arrangements there is no
organizational necessity for either of those fellows to look ab the .
other's problem. But if you,bring'thése responsibilities«togetherg pub
one person in charge somewhere up the line so that he becomes responsible
for the way the food sector of the economy works, then the situation =
changes. He is no longer going o have any difficulty in resolving these
arguments as +o whether the food administrappr!s-difficulties‘all arise
because the price“administratdr’wonﬁt set a high enough price, or, ,
conversely, the price administratbr_has problems because production is
inadequate, and so on. When one official is responsible for bcthfaspects_
of the problem he no longer .ean alibi his 1ack .of progress on one at the
expense of the other and must strive forrintegrated effort on both. =

Thatvis‘inadéquate as'én,answer'to the qﬁeétion, but it is the
pest I can do in the amountjof time you can;afford.tOndevotg to it.

QUESTION: The other day we had a.slight discussion on the
question of whether it is possible to create, in advance of a national
emergency, an organizational plan which will adequately meet the problems
once that emergency takes place. Would you care %o comment on the ‘

possibility of naving sush a plan in advance?
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I think T
am a little
’ working4tQWard,an understanding of these

‘MR. ROWE: T can't go very far in commenting on it.
made perfectly clear in the introduction to my remarks that T
biased in my approach. - To me rKing

A great deal

. } of effective advance work can be done in putting in
shape .for the most systematic use the maximum information there.is avail--
able with respect-to these relationships. But, presenting this’ informa-
tion in a specific rigid plan does not give you the basis for a quick -
decision with‘respect:to é‘plﬁn Which"would'bajappropriate,to the particu~
lar situations ‘that you may encounter. Some situations might require a -
more intensive mobilization effort than others. - Then, I think that.some
progress can be made in considering this’question By what sequence of
organizational development‘migptryou_moVe into a: plan that would ultimately
be satisfactoryvdr‘éffeétiye to handle, let us say, a very high degree
of mobilization? * - - - R R S BRI

-4
-

I am more or less statin Which'Iyread in Dr. Hunter's

ing -something
lecture, in which he said very well ‘that there is considerable question
whether in?this'country,“with‘its System of government, with the beliefs
and.moré's'that”we'have, whether it is possible to go immediately from
no plan. to a complets one,  There is the problem of transition; in this.
matter .of planning--how and when to install the controls you must have is
an important part of the planning task. C : L

Of course, with the present sentiment of the country very signifi-
cant steps can be taken. I happen to be one of those whose experience
in World War TT revealed many instances in which the people were -ahead
of the Government. . Without passing any'judgment on whether. they are right
or not,. the people are eager toﬂgQ‘right now; most of them .are ahead of
the Government,: 'So you can'pbeGed‘by steps of different lengths,
depending”oh~the'cirdumstances. But, I ém‘very'SKeptical of; being able
to devise a plan that will be complete and have it so satisfactory that. .
when the emergency arises we can put it into effect all.at once.. . e
ani suré you will find no quarrel with this .
mostly military audience on your yieWé'ﬁhatfthe.way to organize.is to.
measure your job and " then “organize up to it. That is a job that:all.of
us as military mén are doing 'all the time and” that is about the only
principle we follows It is a practical one and we don't know too much
; ) nciples of public administration and organization..
‘back now on the experiences that you went through
in World War IT that the principle of'measuringtl}e Job first and then
organizing acbordihgiy“réally”Was,lelowed’mubh; or do you think perhaps .
the troubles and the confusions that.were'encountered were becausethey
didn*t follow that principle? T R - :

COLONEL BAHNES: T

>
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MR. ROWE: Most of experience during the war, Colonel, was in
apreas and with problems that had not received much consideration in the
general plan of organization. However appropriate this plan may have
been for dealing with some segments of the economy, it was quite
inappropriate to the food area with which I was mosb directly concerneds
Hence, my experience involved a more or less constant struggle to force
problems into an organizational mold--that had been created with little
regard to the nature of those problems. The understanding I had of the
position today's discussion occupies in the plan of your course led nme
not to say anything about the food area. 1 would now say, don't be mis-
led by the fact that I indicated in myvremarks»that, although there was
not good organizatidnal,planning in advance, successive changes in
response to the inevitable emergence of economic realities brought about
and evolved on the whole not too bad a seb of arrangements-—so0 far as the
War Production Board's general industrial area was concerned.

If you loock abt the food area, you will find an appearance of the

same trend in organization. For example, there 1s the same structure of
allocation machinery, including requirements, materials, and commodity
committees, with representation from other agencies. I am taking a chance
saying this because somebody is going o demand that I support my statement,
but T will say much of this was window dressing. Programs in the food
area didn't work that way at alle How did the operation really work?
That is the thing that you have to probe into. In the food area, alloca-
tion decisions too often were determined by the procurement officer going
out and buying what he elected to buy and telling you to ratify it after-
wards. ‘ : .

In short, my answer . o the question 1is that the principle was
not generally followed in the areas with which I had experience.

COLONEL BARNES: Ve will have to bring the discussion to a close.
On behalf of the faculty and the students I thank you very much for
coming down here. I am sure that the work you have put into this will
be of great help to the class later on. They won't have to go to all the
sources you have been to gince you have put it in one 1ittle package.

Thank you very muche

(10 Nov 1950--350)S.
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