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~. 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. Froz~1927 to 1933 he was on the faculty of the 
Massachusetts State College. In 1933 he joined the research staff ef 
Brookings Institution, Washington, D. C., and has remained with thi~ 
organization to the present time except for periods of special assign- 
men~ with the Federal Government mostly during World War YI.. He 
performed special work for the U. S. Department of Agriculture in 1936 
and 1940. In 19~0 he became consultant to the Council of National Defense°: 
When the Office of "Price AdminiStration was created he beoame Chief, Food 
Section, Price Division, 1940; later he'was made Assistant Director of the 
Price Division. 1~en the rationing'ofmaterials in short,supply ~as : ~  

undertaken he was appointed Director of Food Rationing 1941 to 1943. in 
1944 to 1945 he served as consultant to the Office of War Nobilization 
and as Assistant Director, Office of Food Programs, Foreign Economic 
Administration° His experience, therefore, was unique in that it covered 
almos~ 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. 
1~r. Rowe is a member of the American Economic Association and the Farm 
Economic Association. He is the author of "Tobacco Under the AAA," 
1935, and is preparing, under the auspices of the Brcokings Institution~ 
a study of World Wsr II experience with food control. 



REORGANIZATION OF THE FEDERAL GOVERNMENT FOR 
ECONOMIC I~OBILIZATION IN EORLD WAR II 

7 September 19%@ 

DR. HUNTER: This morning we have another of the background 
lectures on the organizational aspects of economic mobilization. 
Washington, I suppose, is the most organization-minded 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 viewpoints • and approaches, and that of the economist 
is especially important because in wartime the economist is just as 
vital to the effective prosecution of economic mobilization as the 

political scientist or the public administrator. 

}~Ir. 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. ~r. Rowe. 

ME, ~O~: Dr. Hunter, members of the college: 

It is a real pleasure to have this opportunity to meet with a 

new class in the Economic ~obilization course, even though I am 
appalled by the prospect of another general war in which a substantial 
mobilization of the Rati0n;s economy again may have to be ~mdertaken. 
During the recent conflict, I was continuously employed on certain 
aspects of economic mobilization with so-called civilian war agencies 
of the Government. But much of my most effective collaboration was, and 
many of my most agreeable associations were~ with members of the military 
services. Moreover, I have enjoyed my previous participations in dis- 

cussions at the Industrial College. 
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There is one- mi.." nor problem, however that has bothered me a 
little in attempting ~to m~@"~n appropriate' 

selection, of materials for 
@iscussion each time I have bee~ invited to take part] in; this coarse. 
From the brief biographical sket~ch that has been distributed s~cd the 
remarks Dr° Hunter has made~ yo~"underst'and, of course, that my back- 
ground is that of an e~onomist whose most intensive experience has been 
in the field of .food .and agriculture. In the succession of assigr~nents 
which I rece.ived, during... 7~or].d War II, I became especially" ~ ~ interested in 
t h e  e c o n o ~ A . c s  o f  ~ a r ' ,  ~ i t h  p . a : ~ ; i c ~ : a r  . ~  ~ ,  -~ 

• . r ~ _ e . . c n c e  t o  t h e  p r o b ] . e m s  o f  
m a n a g i n g  t h e '  f o o d  s e c t o r  o f  ~,~~ e o o n o m y  i n  w a r t d . m e . - - s o  rouen  s o  t h a t  v 
h a v e  con'Si~-~, ,~d t o  ~ o t ~  a v e v  ,°- c n ~" ~ " ~ 

, . .y o ~mde~aa.~e part of my time to study £n 
this fi.eld.~, Presumably~ you also wilZ have noted t~at my only possib]]e 
quaiific ations ~or discussing matters Of organization ,~ud adminiezrati,on 
arise from the fact that in these assignments i was required to ass~,~e 
administrative responsibi!ities~ at tim,~s on a very large scale, 

There is a fu-r+h.er point, however, which ~feots my.p_ ob~..em of 
mai~ng a re as onab.ly approprLate se?_ection of materials and which 2o,~ zeed 
to keep in mind. when evaluating any interprctati-(e comments I may include 
in my remark@.. That. is, through my experience and study~ it has become 
cleart0 me":that ~the most signi~'icant iss~}es of organization and a@~.inis- 
-raomon can be"conSidered eTfec~ively, o~oD_y on ±@~.e basis of the best. 
possible-understanding of the nature of the job to be done° The way in 
which ~he task is visualized mayvery well-determine the position that is 
taken with respect to matters of organiza~,ion. 

Conv ersely, the kind of organization that is established may 
very reat]~ in ~ g .-'~ ~±uence the ability to-identify and reliably interpret 
the problems tobe mev~ Hav~ing sufficient !~1owledge of the task of 
economic mobilization and of the conditions that may infl'uence the 
performance of the economy in wartime--in other words~ having a reliable 
understanding of the economics of war--admin.istra-oive experi@nce--cam 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 eszablished principles, of adn~nistrative organization- 
that can. be used to show one organization plan superior to another, 
separate and apart from consideration of the substantive character of 
the task to be accomplished. 

tion has In the past~ the plan of work for the course in economicmobiliza_ 
focused considerable attent.iOnupon the objective of.. "designing 

an appropriate organization~ asl assume it ~ill again this year.~ i 
believe that..Z:am reasonably f/miii~ar with the reasons for this approach 
and I know I-am in gener.a i agreement with the decisions it reflects. 
But, because of the .pointof View I have just sZatedj when invited to 
discuss some aspects of administrative organization, I usua~!y find it 
necessary to devote most of my time to reievant fe.atures of the economic 
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mobilization task ra%her than to organization as such. I 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 ~obilization in ~orld War II." In 
view of what I have said, you can see 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 reference to food and agriculture--the one area in 
which I might perhaps claim some special qualifications. However, I 
understand that today's lecture is intended to provide only a brief 
sketch of the main pattern of organizational development during 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 to 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 on particular parts of this 
experience, it will be provided no doubt in subsequent discussions or in 

your reading. 

In this connection, I suggest that you may find two volumes 
especially useful. One is "The United States at Nar," compiled under the 
guidance of the Committee on Records of ~iar Admini~tra~ior%~ thevB~au 

the Budget. The other is ,indus%r.la! i~ool~z~a _,~ first'--and only 
issued by the Civilian Production Adm~n~s~ra~lon as ~a~ • 
one published--of three planned volumes onthe history of theWar Production 
Board and predecessor agencies. Although these two volumes aggregate some 
1,~O0 printed pages, they are by no means complete. Neve$theless, from 
their chapter and section headings Y °u should be able to dip in at 
appropriate points for almost any amount of further detail you may require 
on those developments I shall be able to mention this morning, 

I am advised that your lecture last week covered developments 
during the interwar period and considered the principal organizational 
provisions of the Industrial Mobilization Plan of ~ 1939. I also have the 
impression that It gave at least some attention to the explanatlon for 
rejection of this plan by the Administration. If you desire a further 
interpretation of the circumstances which appear to have influenced this 
rejection, I suggest that you read the transcript of Dr. Hunter's 
excellent discussion of the itopic in this course on 9 September 19~6. • 

I would supplement the analysis that Dr. Hunter contributed at 
that time 0nly to the extent of suggesting that two particular points 
have been stressed in the official histories which appeared to have 
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 argued--in fact 
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that: " ... it was a document dealing only in generalities withthe 
problem of governmental organization for war and it was formulated for 
conditions unlike those which actually arose.!, 

The other point was the view that creation of a superagency 
under a single administrator having the vast p~vers over governmental 
organization and policy contemplated in the provisions of the M-day 
Plan wouldhave required such unreasonable delegation of power ~ as to 
make it difficult for the President to control broad strategy and policy, 
Again Iquotc: ~"Such action would have constitutedvirtual abdication 
by the President and would have made him less able~ to meet his 
constitutional responsibilities., Both quotationS are from "TheUnited 
States at War,,! pp. 23-2~. 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. ~ether one agrees or disagrees with 
these two arguments, I think it must be conceded that in the circumstances 
at the time theyconstituted important factors in the administration 
decision to disregard or reject the N-day plan. 

The alternative courseselected 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 thefinal pattern of wartime governmental organization 
was finally evolved. It is to be noted that this early decision 
amounted to, among other things, an effective transfer of the responsibility 
for planningthe 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 ~ere~ taken under authority proVided 
by existing statutes. 

The ReOrganization Act of 1939 authorized the President, with 
the approval of Congress, Zo reassign certain government functions among 
departments and agencies. One part of the reorganization plan initiated 
under this legislatio n was the creation of the Executive Office of the 
President, In this office were grouped the Bureau of the Budget i the 
Nationil Resources Planning Board, the Office of Government Reports, the 
Liaison Office for Personnel Management, and the immediate White House 
Office. The activities of the Bureau of the Budget were considerably 
enlarged to include study "in the development of improved plans of 
administrative management." 

The Executive order issued8 September 1939, establishing these 
internal divisions of the Executive office also provided that there should ~ 
be in that office "in the even~ of a aational emergency or threat of a 
national emergency, such office for emergency:management ~s the President 
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shall determine." On 25 May 1940, the President issued an Administrative 
order formally establishing the Office for Emergency Management. This 
action provided the President 7~th assistants for the coordination and 
direction of emergency agencies and also established authority for the 
establishment of such new agencies as were to be created. Most of the 
new organizations later established originated as units of the Office for 
Emergency Management. William H. McReynolds, A~inistrative Assistant to 
the President, was designated as Liaison. Officer for emergency management 

with the function of directing this new agency. 

On 28 Igay 19hO, the President announced the re-establishment 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 operatin~ arm of a Cabinet-level Council of National 
Defense, consisting of the Secretaries of NJ~/ar, Navy, Interior, Agriculture, 
Commerce, and Labor. In practice, however, it was agreed that the Council 
itself would meet and act in meetings of the Cabinet ~@th the President 
and that the Commission woulddeal with the Council solely through the 
President himself or his administrative assistant, who had been designated 
to 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 to the Commission and his retention of 
final authority in his own hands, meant that the Commission was actually 
established as a group of .independent advisers to the President. 

sion was made up of an adviser designated for each of 
Ction,C ommis 

T~n fields: industrial materials, industrial produ 
the follo g ' - .......... *-^n nrice stabilization, and 
employment, farm proauc%s, Dransporv~u~v , : 
consumer protection. Each 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 the Oommissioners 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 for defense. For example, the consumers' commissioner 
certainly was expected to represent consumers' interests in this way. 
Moreover, it seemed clear at the time that part of the function of the 
agricultural commissioner was to see that agriculture obtained as large 
i share as possible in the .benefits" that were anticipated from the 
expansion of activity for defense. Each of the advisers built up a 
small staff and later these staffs furnished an important nucleus of 
personnel around which more elaborate organizations were developed. 

iso the theory that each adviser would function 
• In ractioe a • • , e advisers P s here was not malntalned. Each of th 

Inde" pendently In. hls own p ~, _~ ~;~ ~,~j+~v considered them-. 

point was shared by Congress and the general public. 

5 

XE5 R CT D 



: ~- . . . . . .  ~ ~ , ~ , l ~ u ~  . ~  ...~ . . . . . . . . .  , :, . . . . .  n,for . . . .  
- .o . . . . ~ ;  . , . . . .  ~ c , . u r t l l l ~ % t l o n  ~.>, , ~ - . ~ , . . . , .  

t h e  p r e s t i g e  o f  t h e  C o m m i s ~ 4 ~  :," . . . . .  - - ~  ~ . . ~ d ,  P r ~ ° r ~ . t ! e . s o  M o r e o v e r .  

. . . . . . . .  ' . . . . . .  - ~ ' - r ' ~ a ~ e a  suzzzciens!yso t h a b  it exer.ted. 
zmpo~tant advzs.ory influences in areas far toe ~umerous to enumerate 
C!eaY%Iz,. it could not oe.come an effecttVeo a~i~inistrat[ve or~ Jzation. 
But t}~is is no.t s~'rorising since it wa~ spe_~ifi0a.L~y~ ~* designef: 
its becomi~g ~ " " " " . . . . .  ' " . . . .  [ ' ~ o  p r e v e n ~  , such an agency~ Coi!ec~ive~v ana ~ v ' ~  . . . . . .  

did expedite the mroduci.ion ~~,~:i,,~___~:'_~ < .......... ~uug.~ly., the advisers 
...... ~ .... u-=~n,:, oro~'ams authorized at the t° 4~ - 

zme~ brought, new and .needed persomnel into the GovernmenL, initiated 
important ~tudiesi mud contrib:ited much, toward the cl~az, definition of 
the kinds of proble~z thaZ might be expected ~o. arise in the event of war. " • , " 

By~Decemloer 19J~O there had become n0 doubt that a stronger" defense egg~niza ~,i6n w .... -~ 
........ ._d ha.ve_ }~o be establishedo. The great~y" enlarged 

British aid progrs~n had been received, which, forced attention to the 

• " " -" ~ " i '  .~ - "~. . . l  -." " t h e .  

dissatisfied .~rith the. handling of de?,~nse c0ntra~ts Lab°r organizations 
equal" voice ~i'~h mana~,-~-+ : ..... ' .. ~~ .~ , were demanding an 

..... ~ ........ ~m.a~mznis¢ra~ion of the defer, se Progre~mo Other. criticisms we:re advanced £rom many sources° 

During D'~cember the princioie of Lend-Lease was .formulated, and in his ~ --, 
~nn,..a- message on the star@ of the unzon, delivered 6 January 3.941, 

the President requested Congress to pass legislation, incorporatzng that principle.~ • • - ~ • - , 
• ;The  b l ~  C. was ~ n t r o d u : c e d  on 10 J a n u a r y  I ~ A ] .  a ~  m~:ended 

v e r s i o n  Of wnmcn was s u b s e q u e n t l y  a p p r o v e d  and" e n a c t e d ' o n  l l  iV_arch 1 9 h l ,  

After cohsidering sevdral ai[@i'native Pr'oposa!s"for the 
administration' of this• progr.mr., the P.,e~iden~ on 27 ~arch ,oh, 

~ , ~ -  designated Harry Hopkins to advise and assist him in c.arrying out the Lend-Lease 
program, and on 2 Wmy i,&_<o ~ established by Executive order in the Office 
of Emergency ~anagemen~ a Division o£ Defenss Aids Reports headed by an 
executive officer° Thus, the initial general system for th~ administra- 
tion of Lend@Lease again provided for retention _ty the President of 
control over policy° Operating authority, however, was freely delegated. 
Not until 29 August 191~! did the President issue a much broader 
authorizatio.~ to the executive officer of the Dfvision of Defense Aids 
Reports and not until 28 .October !9hi, was the 0?fice o# Lend-i~ase 
Administration formally e.etablished, wi~h i delegation 0£ po-~er ±.bat 
enabled it to handle m,~qy matters ~ich, until then, had required the 
signature of the Prcsident. 

Concurrentlz with this development..of Lend-Lease~ the organiza- 
tional arrangements for direction of the defens~ program were. under review. 
Again, the president declined to create an organization of the War Resources 
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Administration type under a singl~ bead because he, was unwilling to 
delegate so much power to any one individual. Instead, on 20 December 
19he, he ~announcedthat one organization, the Office of Production 
Management, would be established to handle what were deemed to be the 
most pressing problem. Other 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, 
,,Industrial Mobilization for Nar," p. 93 forward, to which I previously 
referred, prepared the way for the later emergence of the idea of the 
commodity czars during the hectic time in 19h2. 

The President described the Office of Production Management as 
a new organization in which all three elements of the defense program~- 
management, labor, and the purchas er-userk-w°uld be equally represented. 
These elements were to be brought together in the OPM Council, on which 
William Knudsen represented management, Sidney Hillman represented labor, 
and the Secretaries of War and Navy represented the purchaser-user~ or : 
all consumers of the defense product. This Council was to be a pnlicy 
group. The OP~ itself, however, with Knudsen as Director General and 
Hillman as Associate Director General, was to be the operating body. 

The activity of OPN would be concentrated in production, pur- 
chasing, and prloritles--considered to be the three most important areas. 
Organization was to be along functional lines, with the Division of 
Production headed by John Do 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 0PNI was announced, the President indicated that 
the Advisory Commission would remain substantially as it .was. The 
Commission continued to meet until 22 October 19141, and, indeed, was 
never officially abolished, but its functions were graduallY, transferred. 
By the end of January 1941, the production, purchases, and priorities 
functions had been assigned to OP~ The small bu3iness activities that 
had been handled by Nelson as Coordinator of Purchases also ~ent to OPM 
as a defense contract service° The Bureau of Research and Statistics 
and the Adminis +,rative Services groups likewise went .to OPM inFebruary. 

The Div!cion of Information and the Office of ~the Coordinator 
, ~'~" f Emergency 

of ~ational Defense Housing were transferred to the j_..Ice o 
~hnagement, where they eventually grew into independent agencies. The 
Labor Division functioned as a part of OPN from the beginning and was 

transferred officially on 17 ~arch 1941° ~ .... 
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The Divisions of Price Stabilization and Consumer Protection 
were merged to form the independent Office of Price Administration and 
Civilian Supply, established on ll April 19~l. Plant location functions 
of the Commission ~ere absorbed by the Plant Site Board in March; the 
Agriculture Division w a s ~ b y  an Office of Agricultural Defense 
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 19hl, NDAC clearance for cer~i~icatesi~ 
of necessity, icertificates of government protection, and certificates'of i 
nonreimbursement, was eliminated by an amendmenD to the Second Revenue 
Act of 19hO. 

The Transportation Division of the Commission, after remaining 
for a time in 0EM, became the Office of Defense Transportation in 
December lghl. Other residual functions Of the Commission were gradually 
absorbed by other agencies, such as the Office of Petroleum Coordinator, 
the Office of Defense Health andWelfare Services, and the Economic 
Defense Board. 

I have "enumerated these transfers of NDAC functions to indicate 
the range of organizations which germinated from that modest and 
presumably powerless agency. Each Of these furnished a line of develop- 
ment $hat would be interesting to foliow up in detail. Such treatment 
is obviously impossible within the limits of one discussion. However, 
since I am assuming that you are Primarily concerned ~th 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 sh/~l review 
very briefly the principal changes which succeeded the establishment of 
the Office of Production Management. 

The Executive order specified the power to: 

"formulate and execute in the public interest all measures.;~. 
needful'and appropriate in order, (i) to increase, accelerate, 
and regulate the production and supply of materials, articles,. 
and equipment, and for the provision of emergency plant 
facilitiesand 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-user,, 
elements in the policy-determining council, constituted an obstacle to 
effective coordination at all levels. Moreover, by the time OPM was 
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three months old the duplication of Commodity branches, necessitated 
by the basic functional pattern of organization, was threatening to 
result in an impossible overlapping of functions, multiplication of 
liais on groups, delays, contradictory programs, and general confusion. 
As industries were brought under priority control, increasing numbers 
of individual industry representatives were 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 ProductiOn Management and the 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 lfmited. It was concerned primarily with direct 
defense requirements • and had received, bydelegation at the time of 
its creation, the priority power vestedln the President--the power 
to compel priority ~d delivery ~or Army and Navy orders over orders 
for private account or export. At that t~me 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 this narrow priority power. This was 
not used extensively until late in 1941. On other matters the office 
stimulated, advised, planned, and coordinated by methods not greatly 
different from those that had developed in the NDAC. 

By statute approved on 31 }~ay 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 the issue of a real definition of relations between the 
Office of Production Management and the Office of Price Administration 
and Civilian SupPlY ~ OPACS had been assigned responsibility for directing 
production of civilian goods in a manner not dissimilar to that in which 
it was expected OPi~ would function ~vith respect to production for direct 
military uses. ~as it, therefore, to be given the delegation of priority 
and allocation power so far as these were to be applied tc the so-called 
civilian segment of the economy~ or was the OPM to be given this 
responsibility?. Differences and rivalries over this and msny inter- 
related issues created much friction. Some of the issues took the form 
of OPACS' criticism of O~Ig 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 andin which there would be one 
channel for dealing with industry. This led to the reorganization of 
both OPlvl and OPACS and to the establishment of a new Supply, Priorities, 
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and Allocations Board on 28 August I£~i. This Board .conSisted of a 
policy, group superimposed o~rer. the Office of ~'oduct~ o~ '~anagement and 
other, defense agencies. TOe general theory was that ~hese chief 
officials of the principal agencies v~th stakes in the all ocl at i On of 
resources "g0uld be broygl:t bogether for consultationin, ordez,, as the 
Executive order specified~ "to assure unity of policy and coorcbihated 
consideration o.f all relevant factors involved in the supply and 
allocation of mat~,ri&is and commodities among the various phases of 
the defense, prog.,r~.~, and. competing civilian demands." - - " 

The functions of %,he Office of Price Administration and 
Civilian Supply which related to priorities and allocaoiOn in the 
civilian area were transferred to the Office of Production~.anagement in 
which.a division of Civilian Supply was established, But this .division 
was headed by ~r. Leon Henderson, who, .in his capacity of PriCe A~inis- 
trator, also bet, aa,~e a m~mber of the Supply, PriOrities; and Allocations 
Board~ where he could parti~.~ipate. :Sirec-cly in the Highest ~z.ollcy" " 
deliberations° ~t will be no~ed that this transfer .made: final the 
separation of price cont.rol from production c0r~trol that created so 
many lJ.mitations but which appears to have been .inevitab.le in view of 
the basic decision of the administration to organize along functional 
lines. Numerous other changes were made in the internad, organization 
of OP~ to overcome the many .difficulties that had developed~ 

The major contributions of SPAB have been summed UP on page Iii. 
"Industrial ~obiliza~ion for ~'~ar" as. 

i. Its emphasis on all-out mobilization of the economy 
for the meeting of direct defense and essential .civilian 
requirements; 2~ Its assembling and appraising of total 

.... requirements for the m~mitions production program; s_ud 3~ . . 
Its careful review of the supply ~ud demand situation of 
strategic and critical material and tools~" 

Probably its actual accomplishments were less signific~ut than the"fact 
that it paved the way for the powerful Requirements Con~.~it~ee of the 
War Production. Boardwith .its allocati:on approach to the materials 
problem~ - 

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 to be 
established. Surveys were madej recommendations formulated, and some 
internal changes were initiated, but within a mouth OP~ and SPAB were 
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both replaced by the powerful and centralized War Production Board. 
At last there was a decision tc at least partially abandon the slow 
process of debate, consultation, board action, and the inconclusive 
• es of advisory interdepartmental agencies.f: and to ~ substitute 
influenc ' -'-•[-~ -.~+~orit.v to act with dispatch, together ~th the 
aam~nls~ra~or~ w..~ ~. 
po~er to command both public agencies and private enterprises. 

On 16 January 19h2, the War Producti'on Board was created ~with ~ 
all the President's powers over industry, • production, raw materials, 
factories, machine tools, priorities, allocations, and rationing. These 
powers •were vested in one man, Donald M. Nelson, as Chairman. The Board 
itself was purely advisory and served to bring into weekly consultation 
the top production representatives of the l~ar, Navy, and Commerce Depart- 
merits, the Boards of Economic Warfare and Price Administration, and the 
~qite House, The ~PB personnel initially ~as mostly the same as that of 
SPAB. OPM and SPAB were abolished. Thus, the ~B 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 Chairman Of the WPB, delegated the administration of 
rationing~ was, of course, the largest of these. Others included the 
War Manpower Commission, the %~[ar Labor Board, the Office of Defense 
Transportation, the War Shipping Administration, and the National 
Housing Agency. Time does not permit me to consi.der these agencies or 
to review organizational developments in two other important areas-- 
food .and agriculture ~nd foreign economic programs. It is 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 agencies as the Office of War Mobilization and the Office of 
Economic Stabilization, both .of which were established, in: recognition 
of the need for more effective over-all' coor.d~i nati°n" 

. . . . .  in the particular line 
Subsequent organizational developments 

of evolution with which we are concerned today pertained tO the • internal 
organization of ?i?B .and to its relations with other agencies. I have 
found it impossible to include ~ithln this one 'discussionany real 
summary of-these or 'interpretations of their significance. For one 

• e atel describe 'such changes, it ~vould b.e 
thing, in order to ad qu Y • e summar of bhe Board's 
n~cessary to first present a oomprehensiV Y would 
complex internal organization, .an undertaking which o.bvious!y 
require considerable time. For another thing, even more time would be 
required to examine the .origin of~ the conditions Zhat :developed, in 
order to provide a basis for any:meaningful statement !regarding the 
reasons for these changes, Finally, controversial issues would be .in- 
volved and the influence ofpersonallties is by no means absent. 

. .  • . . 
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While I should be perfectly willing to make my own conclusions 
on any of these issues available for ~hatever :they-may be worth, to .you, 
I should no~ like to do so except as they could be-adequateiyelab~rated. 
and the reasons which led me to those conclusions rather fully, stated. ~ 
Any attempt to do this would carry me far beyond the.scope of~my~:. ~ ~. 
assignment. For the most part, therefore, I shall limit~myse!f~to~ an 
even more ske~%chy treatment than I have accorded to developments up~ to 
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. : ......... 

Although the powers initially delegated to the, Chairman ~b~f V~PB i i 
were Very great and subsequently were enlarged from time tO time~, by no 
means all were administered within that agency. Mr. Nelson himself S/id 
that he regarded one of his maj or functions to be that of "assigning all 
parts of the big job to particular agencies and individuals, and • 
delegating authority where that is necessary for the carrying out of 
rasponsibilities.. It is my own view that very little critic~m can be 
made of this conception or of the way in which it was carried out. But 
such assignment and delegation necessarily carried ~,~th it the obligation 
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 of this 
character were particularly great w~th some elements of the military 
services,-but th~yexZended to the ~PB ~el.ations with ei~vilian agencies. 
Ultimately, sdmewhat similar ~problems arose among different parts of 
WPB itself. - : 

~As one r~ght reas:onably e:Xpect, in :view::of all the cir~cumsta~ces 
at the<%ime,.-.the. ,thone3nnoon,~ for: the new DPB:-~did not last 10ng until 
criticisms ~began to .be heard. The task~was, enQrm0us, experience limi~d, 
and previ6uS-preparation and planning h/ad .be@D. all 
Naturaily, friet£%ns developed at different points too inadequate. 

• in:the program ~d not 
all were attributed to their real cause~ Criticism of various types 
developed within the ~]I~B, the military services, and the Congress. While 
I cannot undertake toreview the merits of these criticisms, I suggest 
f?rL~°ur later Considerlation a~iew held.by a/number of Ob~!r~ers; that 
-~, ~or ~ne mos~ 9ar~ tne criticism in this period helped ratherLt~an 
hindered the~?B an@. on the -whole the alleged exposures enhanced ~ rather 
than reduced:the-:~,tatur@ of its .chairman. ~ .'- , " ~' • ....... 

Uhdoubtedly, the most noZeworthy accqmplishment of.~the agency 
in this early period was the decision, toi~ proceed v<ith the Production 
Requirements, Plan.~ This is. not to say. that thel PaP was P~rf~ct by any ' 
means. But it represented.the first large-scale effort to introduce :a 
horizontal control, of materials for. eac.•h•.plant--control of a type that 
can really contribute toward ef£ective mob~il!zation Of the economy. 
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An impossible situation had developed during the first half 
of 19~2, Pursuant to his policy of assigning and delegating responsi- 
bilities, the Chairman ~ of ~PB had insisted that actual conduct of 
procurement should remain with the services, the ~,iar Shipping Administra- 
tion, ~ad other established procurement agencies. With the substantial 
removal of all limitations on appropriations and programs that occurred 
immediately after the attack on Pearl Harbor, numerous procurement 
orders were placed. It was reported that orders placed in the first 
half of 19~2 totaled over I00 billion dollars--in other wards, in that 
six-month period they ~nounted 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. In the resulting scramble 
there were, of course, terrific wastes- It was at this point that the 
elaborate system of priorities revea±ea its inappropriateness for any 
program of really large-scale mobilization. As this system of vertical 
priorities broke down through its own inherent: deficiencies, the 
inauguration of a measure of' horizontal control constituted a long step 
in the right direction even though there were other steps that still 

needed to be taken. 

Early in July 1942, a reorganization of V, JPB was made. Although 
this was comprehensive and systematic, it represented chiefly an attempt 
to fit a very large and rapidly gro~@ng organization to itswork load 

and would not be profitable to examine here. _ 

During the year 1942, 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 
had 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 c.ourse, 
he would be obstructing true. economic mobilization, because (he wouldbe 
diverting materials and other resources away from 'items that were needed 

immediately. 

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. 
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As would b@ expected,~hiscause d much frictionandcontroversy" 
Naturally, officials gave firs~ thought to the particular segm~ntTor 
which they were responsible. Perhaps few understood, andmany did no~ .... 
care about, the complex interrelationships between thelr particuia~ , ~ : 
programs and the over-all success of the total economic undertaking. ~' 
Many of these situations produced personal conflicts. From experie~&e, 
we know that shortsighted overloyalty, or perhaps ambition, with respe¢~ 
to their own programs did sometimes bring out the worst characteristics - 
of th e individual. But I personally Share the view that behind mo~t of: 
these conflicts--whether they were betweeneconomists and business 
executives, or between military and civilian points of view--lay difficult 
and inadequately understood problems of integration and adjustment to 
economic realities. 

This seems to me to 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 precise character of the internal 
changes that were made. These are explained quite fully in the references 
which I suggestedat the beginning~ of my discussion. But in general they 
representea what I should consider not only a logical but somewhat 
inevitable extension and development of the principle of horizontal control 
to implement the kind of planning the situation realiyrequired. : Wh@n 
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 
expressdoesnot furnish a somewhat better basis for understanding the 
events that took place than will any attempt to construct an explanation 
in terms of personalities, military and civilian rivalries~ controversy 
regarding the advantages of commodity czars, or other alternative schemes 
of organization. 

Thank you. 

QUESTION: Was the Controlled:Naterials Plan accepted bY indus tr [ 
or the procuremant agencies? 

MR. R~%~: 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 ~ont~ol'.z 
of the scope and character that was required to deal with the Situation. 

DR. HUNTER: "Mr. Rowe, Would you develop ~ little bit a point 
made at the beginning of the period. Perhaps,you might do it with 
specific references to the area of ~our direct, immediate knowledge--foo d 
and agriculture. You stressed the importance of understanding the area 
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under consideratio~n, the phase of the economy, if one is to do a really 
satisfactory"job in organization and administration ..in that field. Could 

you point that. up . ~ " b i t  f or us,? . . 

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 period-of time, Perhaps I can point it up this •way. In 
economic mobilization ~on anything approaching a full scale, the most 
fundamental primary task is..that of evaluating the alternative uses to 
which the resources of the Nation might be put. This is the. same job 
that the. economyperforms in peacetime. The differencB is that in peace- 
time each ofns spends.his ~one~ for the things most desired, . a n d  the " 

aggregate demands from those expenditures hit the markets and show which 
are the. things that would be .more profitable to produce. In this 'way the 
automatic mechanism of the market places a valuation upon the different 
uses for. available resources that reflects the decisions of individual 
users of goods as to whether a bottle of ,beer is more important than a 
glass of milk, :or. whether an .~ automobile is better than a new rug for the 

living room, and so on. 

Now when we look into a condition of all-out war ~h ere 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 is.: !,SNill. further production of the item increase the effeotiveness 
of the national effort for defense more than would the additional supply 
of any other items that co~d be~ produced ~rith: the same resources?" In 

mobilization on any large Scale: this is a matter for most careful 
economic ! ........ ~. ^~,~t~n~ .with full authority. 
evaluation by the.most exper~ ~v~ ~ . . . . . .  

One of the difficulties in talking about these things is in getting 
at the real meaning' of the word ,important." It does not necessarily 
follow in a condition of all-out war that an item that is to be used, let 
us say, directly in a militarY operation is. more important than some other 
item that is never going to get anywhere near the front. The .. re as on 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 f0r-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, merely an, expression, of the 
economist's principle of marginal analysis. The objective that you are 
trying to attain is to so direct the .use -of .manpower resources, plants, 
equipment, tools, .and what not that you. can achieve a situation in which 
it would not be possible to take a singleunit of effort out of any one 
line and move it over into another without weakening the war effort. 
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Now that perfection, of Course, is not ~attainable~. 'But:the . 

first decisions that have robe made are •those of. "How. shall resources, 
which constitute the economic potential of the-Nation, be empl0yed•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 valuations which say that some items are in~erently 
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 ~vord integration, 
and by stressing .the importance of getting the right combinations for 
mos~ effective resource use° Such integrated, decisions would be po.ssible 
only for a ~ unified 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 econ,omic 'high command. Incidentally, 
I repeat that it is nonsense to talk about total War and at the' Same time 
mention any •distinction between ~ilitary andcivilian segments of the 
economy. Under definition of total war, all criteria of value disappear 
except' those of effectiveness in prosecution of the war effort. 

Let us .suppose that .the high command has to make decisions, on 
such matters as basic allocations of resources. In order to make those 
decisions rational ~nd intelligent, it has to have information., as to 
what those resources will produce in the'.various 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 , . f~rm machinery, and ~chemicals for 
fertili.zers made available to 'agriculture. Therefore, the basic "plan of 
0rganization needs to be •one. in which a subordinate agency will be 
responsible foreach 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 decisiozs 
with respect to allocation .to its field, Without this information for all 
areas, the, high Command cannot possibly appreach the best decision. 

• • . . . , .  

'After the basic decisions are~ made, they .are best implemented 
through operating programs 'under the direc~t•ion of these same subordinate 
agencies. 

This may~sugges.t to yo.uthe kind of reas.oning which leads me to 
say that the most outstanding deficiencies 'of ~ the wartime organization 
were attributable to the absence of unity of. con~aand at the topmost level. 
From this there resulted much of the inability .to perform as effectively 
as would havebeen desirable in this most basic, function that there is 
in planning for economic mobilization. 
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j " dicates not only unified command, that is centraliza- 
Next, it in --J- o1~+horitv both military and civilian at one 

tion of the whole econom~ ~.~- J 
poin t at the top, but an organization below on what I have come to call-- 
I 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 as to 
whether a functional or a commodity type of organization is universally 
superior. That is begging the question. The way 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 have 
to staff the different jobs, how you can organize to provide the needed 
flow of information upward and effective implementation of those decisions 

downward through appropriate operating programs. 

Incidentally, I have one more point, in a situation where it is 
patently impossible to anticipate all the conditions that wiZhl arise, 
there is something to be said for considering, i~ 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 %o 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 up 
and for rationing supplies to the consumer; Secretary ~i~ard in the 
Department of• Agriculture had responsibility for obtaining production of 
those items ; and various other independent agencies had authority for 

other functional aspects. 

Now, quite obviously under such arrangements there is no 
organizational necessity for either of those fellows to look at the 

• u brin these responsibilities together, put 
other's problem. But if yo .... _g~= ~n so that he becomes responsible 
one person in charge somewhere u~ ~ ....... e 
for the way the food sector of the economy works, then the situation 
han es. He ~s no longer going to have any difficulty in resolving these 

c g " . .. ...... ~i^A ~inistrator ' s difficulties all arlse 
arguments as to wne~ . . ~__~__ ...^~i÷ set a high enough prlce, or, ._ 

e the rice aam~nls~z'~u~ ','~"* " -~-~^-~, ~use oroduc~ion ~ becaus P . . . .  ; - ' - ÷ ~ ; ^ r  has orou~= . . . . . . .  

conversely, the prlce aam_tnAouA~ inadequate, and so on. When one official is responsible for both aspects 
of the problem he no longer can alibi his lack of progress on one at ' the 
expense of the other and mus% strive for integrated effort on both. 

That is inadequate as an answer to the question, but it is the 
best I can do in the amount of time you can afford to devote 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 to comment on the 

possibility of having such a plan in advance? 
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NR. ROI,~: I can.t go very far in commenting on it. I think I 
made perfectly clear in the introduction to my remarks that• I am a little 
biased, in my 'approach. To me, worming toward an understand" 
exceedingly complete!ecOnomy, ~ , A - , ~ _ . ~ L ~  . _  . . .  ~ng of these 

o{~za~o~nn onnae ~ on~V~ tomb tdealt ~h ~n accompllshlngareas any degree o~m PSs~ h e r 
to work on. 

A great deal of ~ffective 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 relationship s. , But, presenting this ~ informa- 
tion in a specific rigid pla~ does not give you the basis for a quick • 
decision with respect to a plan which would be appropriate 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 might you move into a~ plan that would ultimately 
be satisfactory Or ~ effective to handle~ let us say, a very ~high degree 
of mobilization? . . . . .  : 

I am more or less s~ating something which I read in Dr. Hunter.s 
lecture, in which he said ver~ well that there is considerable question 
whether in this country, with its System of government, with the beliefs 
and,more's tha% we have, whether it is possible to go immediately from 
no plan to a complet@ 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. 

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 /I revealed many instances in which the people were ahead 
of the Government. Without passing any• judgment" • en whethe.r~ they are right 
or not,~ the: people are eager to go right now~ most of them are ahead of 
the Government.~ 'So you can proceed by s~eps of ~ differen~ lengths, 
depending on the circumstances. But, I am very skeptical of being, able :, 
to devise a plan ~that: v~i~ll be Complete and h~ve it so• satisfactory that 
when the emergency ~arises we can put i~ into effect ail at once 

COLONEL BARNES: Z am sur  non wiil/find no quarrel with t is 
mostly military audience on ~our Views that the ~Tay to organize is to 
measure your job and then~organiz@ Up to'it. That is a job that~all of 
us as military men are doing/ll:the time and that is about the only 
principle we follow. It is a practical one and we don't know too much 
about the academic principles of public administration and organijzation. 
Do you find in looklng ~back now on the ~ experiences that you went through 
in World War II that the principle of measuring the job first and then 
organizing accordingly really ~'as followed much; or do you think ~ perhaps 
the troubles and the confusions that" were encountered were because they 
didn,:t follow that principle? 
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of exTperience during the war, Colonel, was in 
i~R. RO~]~: Eost that had not received much consideration in the 

areas and with problems 
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 most directly concerned. 
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 me 
not to say anything about the food area. I would now say, don't be mis- 
led by the fact that I indicated in my remarks that, although there was 
not good organizational 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 set of arrangements--so far as the 
Nar Production Board's general industrial area was concerned° 

If you look at the food area, you will find an appearance of the 
same trend in organization. For example, there is the same structure of 
allocation machinery, including, requirements, materials, and commodity 
committees, with representatlon from other agencies. I am taking a chance 
saying this because someboay Is going to demand that i support my statement, 
but I will say much of this was window dressing° Programs in the food 
area didn't work that way at all. 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 to the question is that the principle was 
not generally followed in the areas with which I had experience. 

COLONEL BARNES: ~e 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 v~ll 
be of great help to the class later on. They won't have to go to all the 
sources you have been to since you have put it in one little package. 

Thank you very much. 

(lO Nov 195o--35o)s. 
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