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Removal of wartime Controls

Prior to V=-J Day those who were most directly concerned
with postwar planning generally believed that an orderly transition
to a peacetime economy would necessitate maintenance of controls
over allocation of meterials, rationing of cert in products, and
continued control over prices. Premature droppiug of controis, it
was felt, would again invite & sharp rise in prices and extsnsive
dislocation in economic activity.

Planned reconversion as an accepted policy was first
recognized in the program adopted by WPB in June 1944, when optimism
&8 to the successful conclusion of the war brought the problem of
reconversion to the forefront. This program known as the "Spot
Authorizetion Plan®™ allowed the production of civilian items frow
available materials on the basis of individual auwbthorizsations made
&t the local level. Munufacturers were allowed to purchase machine
tools and dies out of surplus stocks for civiliun _roduction and
build a working model of any product planned for postwar production.
At the same time, restrictions on the use of aluminum and magnesium
were relaxed. This program, however, never got fully underway be-
cause of the unexpected shift in the tide of the war brought on vy
the battle of the Duige. OSome attempt to revitalize tnis program
took place just before V-E Day on Mey 8.

Between V-E and V-J Uay, WPB removed limitations on a
large number of small consumer goods wiich made _ittle use of steel.
In eddition, modifications were .ade in the Controlled Materials
Plan, priorities system, and scheduling procedures. Limitation
orders governing industries which had & mejor impact on rescurces
were continued in full force, altnough WFB did provide procedures
to permit operations abt & minimum rate for some consumer durables.
There was also some relaxation of major manpower controls and the
orders conbtroiling construction activities were relaxed so that
incressed annual dollar value limits on various types of construction
might be underteaken without WPB authorization. The war ended before
the success of these controls could be evalusted.

The sudden end of the wer on August 14, 1945 brought
drastic reductions in military procurement. The guestion of main-
taining controls immediately became & major public issue. The
poiicy of the adaministrabtion ou this matter was enumerated on
August 13, 1945 (Bxecutive Urder 9599) by the President, when ne
instructed the Federal zgecies "o move as rapidly as possible
without endangering the stability of the econowmy toward the re-
moval of price, wage, production and other controls and toward the

restoration of coliective bargai.ing and the free market."
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The day following the surrender of Japan, all controls
over manpower were dropped and the OPA removed ration restrictions on
gesoline, fuel oil, processed foods, and heatincg stoves. by the
end of 1945 only sugar continued under rationing control. OSever
hundred items were removed from price control aithin the first
hundred deys after V-J Day. On August <L, 1945 WPB discontinued
the "Controlled Materials Plan® which had become the cornerstone
of war production controls. The CMP was & relatively simple device
for dominating the industrial economy by giving WPB complete control
of a few strstegic commedities such as steel, copper, and aluminum.
A great many control and priority orders were revoked by the end
of kugust, including controls over most metals except tin, lead, and
antimony. Industrisl consturction restrictions were first eaced,
end on Octoter 15, 1945 constructica order L-41 was revoked by WPB
and wth it went al limits on new construction.

The production contrcls which still =ere in efiect on
Kovember 4, 1945 were transferred to the Civilian Production Administration
and WPB was elimincsted. These were mainly controls of textile,
clothing, leather, and cerbain scarce materials such as rubber, tin,
lead, and various chemicals. Simplified pricrities and some inventory
controls were alic icit to CPa.

Eefore the end of fugust 1945, the Office of Defense Trans-
portation lifted alwost all its controls over motor vehicles and rail-
roais. 7The remaining controls were mainly to supply transportation
fecilitiss for military demobilisgation. On #ugust 21, 1945 all Lend
Lease was suspended. Rarly in Septeuber a large proportion of the
controls over exports was lifted and coastal and intercoastal ship-
ping was resumed.

Because of the threut of possible inflation, the Precident
at the end of tne war stressed tne need for an Economic Stabilization
Program to hold the price line. The Price Administr.tor was specifically
instructed by the Presideunt (Executive Order 9597, August 18, 1945)
to ™ake all nece.sary steps to zssure that the cost of living and the
general level of prices shall not rise.” Price increases could only
be allowed if they did not cause increases at later stages of pro-
duction or distribution. #uge increases could be made without approval
of the National war Labor bBoard, but only if such increazses were not
to be used to seek an increase in price ceilings. :

However, reconciling labor demands for higher wages and
industries' demands for higher prices and profits presented difficuities
which the Stabilizetion Program was, in the end, unable to solve.
However, through a process of slow retreat the Program did delay and
reduce many potential .zge and price increases during the period.
Liquidation of the various programs is discussed below.
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Bages

Along with almost all other groups, labor was restive
over wartime restraints. The no-strike pledge and the "Little
Steel” formula were not popular. The relaetively tight labor zarket,
along with a reducticn in take-home pay because of the eliminstion
of overtime in many industries, gave labor « strong bargsining posi-
tion, and when the President approved in Kovember 1945 the removal
of the Excess Profits Tax, labor demands for wuge increases became
insistent.

Without the no-strike .ledge and labor cooperation the
Hational War Labor Board could not function effectively and no
alternative plans had been prepared to meet demends of labor for
substantial wage incresses. The resignation of William Davis in
October 1945 marked the beginniig of the end of an effective
government wuge policy.

By the end of October the demand for substantial wage
inereases was given formel recognition by the President. In an
address to the dation ne contended thit industry ss a whole could
grant. woce increases while ®holding the line™ on prices., Executive
Order 9651, Uctober 31, 1945 provided that wage increases could be
used in justificetion for price adjustments from OUPA in the
following instances: (1) a percentage iucresse in averace
straight-time hourly sarnings wes not ejual to the 30 per cent
increase in the cost of living between Janucry 1941 and September
1945. () There wmre inequities in wage rates or sslaries among
plants in the same industry or iocality. (3) The present wuge rutes
were inadeguste to recruit manpower in industries essential to re-
conversion. The Stabilization Administrator was given the power to
define additional classes where wage increases could be approved to
correct maladjustmerts and inequities.

Hanagement , nowever, maintzined that wage increases
across the board couid only be. granted if prices were allowed to
rise. The Labor sanagement Conference which convened on Hovember 5,
1945 ended in failure on November 30, 1945, primarily beceuse in-
dustry did not think an overall wege policy could be formulated
by such a conference. OSome segments of labor supported management's
positicn.

In asttempting to meet the serious situastion cauced by the
work stoppeges in the winter of 1945-40, the Fresident appo nted
fact-finding boards to hear the major disputes &and to make recom—
mendations for settlement. These recommendstions had no force of
law behind tnem and did not have to be accepted by the parties in
dispute. These boards in most instances a.reed that wuge increases
were necess.ry, and when the 18 cent pattern developed in February,
1946 upon settlement of major strikes effective wage controls were
almost eliminated.
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In February, 1946, the National Wage ®dtabilization Board
was ordered to approve as a pattern for guidance in approving
wage adjustments in & given industry br locality.those which had
already been worked out voluntarily, and OPA permitted price
increases where such wage iicreases caused hardship to an employer
(Executive Order 9697, February 16, 1946). After February, 1946
the Board's activities were mcinly concerned with processing cases
arising from violations of the general. wage concrols which hed
been in force before August 18, 1945. In addition, direct wage
controls were maintained until November §, 1946 in the construction
industry and these controls were &lso handled by NwSB. The National
#hage Stabilization Board was terminsted by an Executive Urder effective
February <4, 1947 and no successor agency was appointed.

Prices

The QOffice of Price Administrstion at the start of 1946
was faced with an almost overwhelming problem in maintaining & price
stabilization progrizm. The wholesale removal of WPB':s controls had
eliminated many war production controls which contained provisions
that zave support to OPA's efforts to provide low priced items for
the economy. The break in the wage line in February 1946 posed the
guestion as to wnat action OPA would take to cover increwcsed labor
costs which resulted from wage awards. The agency attempted in so
far as possible to obtain the absorption of cost increases in the
intermediary stuges in the flow of products. This absorption policy
as well &s its other efforts to maint.in the price line met with
strenuous opposition on the part of indumtry, with each aifected
industry demanding relaxations in the prices of its products.

During the first 6 montus of 1946, 60U industry-wide price
increases were grunted, 400 of them in tne second querter., By mid-
year 15 per cent of all items which had been under control h.d been
decontrolled. The UPA extensicn bill was vetoed by President Trupan
as being inadequate, and it was not until July <5, 1946 that the
President signed the revised UPA bill after a <5 day lapse of price
control authority. During the x5 day price control lapse the Buresu
of Labor Stetistics cost-of-living index showed an increase for all
foods of 18 ver cent, with the largest increases being reported for
meat, poultry, and fish which rose 39 per cent.

The Price Control Extension Act proved to be only a
temporary victory for the advocetes of price control. It was in
the ares of agricultural products that the break-dowh of controls
proceeded most rapidly. The Decontrol bBoard began hearings on
August 7, 1946. As a result of its deliberations, the Board
continued the suspension of controls on dairy products and grains.
It found that these prices had uot increased Munressonably® since
June 30. But in the livestock, cottonseed, and soy bean area, the
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Board found that prices had risen unreasonably and that price
regulation was pructicavie. Price ceilings were restored on meat
with ceilings averaging 10 per ceut aoove the June 20 figure.
hetail ceiling prices for weats were, however, delayed until
Septemper 8 which permitted dealers to dispose of the inventories
they had ;jurchased at overceiling prices. The respouse of industry
to recontrol was unfavorabie ana the fiow of ilivestock declined
drastically and the continuing shortage finaily became serious
enough foremergency action. The President announced on Uctober
14, that the only solution was to decontrol meat. Within the next
week controls were iifted on edible oils, and &ll by-product ifeeas
and mixed feeds-—industries closely allied to iivestock iniustries.
On October <3, 1946 all foods and beverages were decontrolled
except sugar and sugsr solutions, corn syru. and suger, blended
syrups and rough and milled rice.

On Novemver 9, 1946 it was officialiy anuounced by tne
President that price countrol was at an end due to the difficulty
of continuing controls on a partial basis. The only excepticas
were nousing accomodations, sugar and rice. On March 31, 1947
the power of the Board to control sug.r, the last ccutrolied item,
was extended to Uctober >1, 1947 wnen it expired. hice wus
decontrolied on June 30, 1947. The Decontrol boerd was liguidated
on December 31, 1946. The termination of the Board was placed in
the nands of the Treasury. The coutrol of rice (until June 30,
1947( and sug.r (until October 3L, 1947) wes handled by the Food
Aaministretion Division of tae Department of Agriculiture.

Productiocn

During 1946 CPA oper.ted-a streaalined system of pri-
orities, allocition, conserv-tion orders and inventory coutrols.
The distribution of tin, lead énd & number of chemicals remuined
under strict control. For other materials receaining under coutrol,
only & iimited segment of Lhe supply was chauneled to urgent
requirements and essential programs through the use of certificutions
or priority ratings. Assistunce in obtaining steel and werchant
pig iron, for instance, was given only to a restricted number of
housing items and a few other urgent uses. Priorities assist:ice
was limited to producers of alconols, leads, iuzber, rubber,
fractional horsepower motors and some housing items and low-priced
clothing items. Inveantories were restricied to a normal working
minimmm,.

CPA was cousolideted with Omik, OES, and OPA to form
the Oifice of Temporery Controls on December l., 1946. Its
functions with respect to the Veteran Emergency fousing prograa
were transferred to the Housing Expediter oun April 1, 1947. CPa
was terminated with OTC on June 1, 1947 and its functions trans-
ferred to the Department of Comxerce for liquidatiocn.
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Manpower

The day following the cnnouncement of the surrender
of Japan, all controls over manpower were dropped by the kar
Manpower Commission, and on September 19, 1945 the a.ency was
abolished. The United States Employment Service which had been
under the direction of WMC during the war was transferred to the
Department of Labor.

shen the Japanese surrendercd, the Armed Forces almost
immediately began the demobilization process «nd lowered their
demands on Selective Service. The Armed Forces reached a peazk
monthly rate of demobilization of 1.6 million in November and
December of 1945, and by the end of 1946 demobiliz:tion wes
practically completed.

Selective Service continued in operation until March
31, 1947, although the last inductions were made in October of
1946. HRegistration for induction, however, continued up until
the termination of Selective Service. Remaining functions of
the Selective Service System were transferred to the Office of
Selective Service hecords. OUn June 19, 1948 the Selective
Service Act of 1948 was passed which re-established the Selective
Service System.

Housing and hent

When commerciasl and industrial building started to
expand rapidly at the expense of residential construction after
the cancellation of Urder L-41 on Uctober 15, 1945 the Office
of the Housing Expediter was created on December 12, 1945 to
encourage housing for veterans. Wilson W. Byatt, the Housing
Expediter, announced his program in February 1946. His program
set a goal of 2.7 million nousing starts in 1946 and 1947. To
meet the goal, the program called for the reinstitution of
Government control of building, priorities azsistance, allocation
of materials, easier finencing, and premium payments to stimulsate
production of building materisls and to encourage development of
new matsrials.

In Marcn of 1946 this .rogram was implemented by the
issuance of Veterans dousing frogrum Yrder I by CPA which forbade,
without a specific sriority, the beginning of construction or
repair work except for miuor repairs. Priorities were given to
veterans' housing under §10,000 and rental units with maximum
rent of $80 a month. It also provided for help for the program
through allocsation of materisls and the use of priorities.
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During the year it was found necessary to place stricter
limitat icns on 'nonresidential coastruction in order to provide
sufficient building materials for residential constructicn. On
May 31, 1946 an order reduced the volume of nouresidential
construction authorizations to §49 miliion weexly from §145
miliicn. By August asuthorizations for nonresidential construction
sere lowered to $35 miliion weekly.

The Wyatt program was sharply curtuiled in December
1946 when Creedon was appcinted expediter. Controls were relaxsd.
Priorities for new construction were sbolished and a system of
sermite was put into efifect. Nonveterans were permitted to
bulld, sele price limitationeg were removed and new houses were
limited to 1,500 syuare feet in floor area. Hent ceilings on
new housing were increased to an average of $80 monthly per
unit. Authorigzed weekly totcl value of nonrssidential construc—
tion was incre.sed to 50 million dollars, a 15 miiiion dollar
increase over tlne srevious weekly average.

Un &pril 1, 1947 CPA controls we e btransferred to the
Office of the Housing Expediter. By June 1, 1747 the permit
system had been aboliched and premium paymsnts had been dis-
coutinued. Restrictions on nonresidential building had been
relaxed end allocations of materials .ore limited to a few iteus.

The Housing and Ment sct passed on June 30U, 1947 removed
all controlc except for construction of amusements and recreation and
entertei ment, OSubsidy payments were discontinued.

Recrgenisation Pian 3 of 1947, passed July <7, 1947,
abolished the National Housing ageacy which had been in existence
since Februusry 27, i94< and trensferred its functions to & new
oversl. housing agency, the Housing and Howe Finance Agency
vinich also iacludes the Home Loan bank board, the Federal Housing
Administretion, and the Public dousing administration. In March
1948 the remaining asinor coatrols over coustruction of amusement,
recreabiocn and entertainment facilities were removed.

Hent controls were established under the Emergency
Price Control act of 1942. The Housing Hent act of 1947 allowed
voluntary reatl incrsases up to 15 per ceunt providing a lease
was signed providing no further increase until December 31, 1948.
Rent controls on new bulldings were sbolished. The Houslng and
Hent act of 1948 extended rent controls for another year, permitt ng
a 15 per cent incre.use if leuse was signed to run through December
1949. There cen be no p,ramidiig oi 15 per cent increuses.
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Financ

Texes on business were reduced, chiefly tarough elimination
of tue excess profits levy, and texes on individusl incomes were
lowered effective a: of the beggining of 1946,

Margin requirements for the purchase of registered
securities and s:ort sales were increuwsed to 100 per cent
effective January <i, 1946. On February 1, 1947 margin require-
monts both for curchases of registered securities and short
sales were reduced from 100 per cent to 75 per cent.

hegulation %, relating to consumer credit, was amended
on three occasions during 1946. The first anendment, eifective
July 5, 1946, made the regulation applicable to ssles of listed
articles in s principal amount of $1,500 or less (there had pre-
viously been no dollar limit with respect to sales); it eliminated
attic ventilating fans and automobile tires, batteries and acces-
sories from the list of articles, and made certain technical changes.
The second amendument, offective Septe ver 3, 1946, changed the regula-
tion in two respects; The regulation wes made applicable to all
consumer credits up to $<,000 instead of only those up to §i,500;
and the maximum meturity for instalment loans not connected with
the purchase of listed articles was reduced from 18 months to 15 months.

The regulsti n was extensively revised effective December 1,
1946. The principzl changes made by the revision were to confine it
to instalment credit (by eliminsting the provisi ns relating to charge
accounts and single-payment losns) and to center it on purchases of
major durab'e goods (by eliminating many of the articles, including
all articles priced at less than {30, which had previously been isted
in the ragulation).

Regulation W ceased to be operative after Wovember 1, 1947,
in accordance with a resolution of Congress approved un august 8, 1347.

Federal taxes on individusl incomes were azai: reduced,
effective Jaunuary 1, 1948.
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