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MINUTES OF BOARD MEETING

The Economic Stabilization Board met on Friday, November 27, at
11:00 a.i.

Present: The Director (presiding), .Mr. Wickard, Mr. Jones, Mr.
Eccles, Mr. Smith, Mr. Henderson, Mr. Davis, Mr. Murray, Mr. Patton, Mr.
Johnston, and Mr. Lubin.

Mr. Henderson discussed the necessity for rationing essential art-
icles of food and clothing, on the basis of a memorandum previously circu-
lated. He emphasized the increasing recognition that rationing is an ob-
viously integral part of a comprehensive economic stabilization program. Any
effort to stabilize the cost of living must, he pointed out, include provision
for the fair distribution of essential goods which are in short supply.

This is necessary in order to maintuin the productivity and the morale of
the civilian population, thereby insuring adequute munitions and other sup-
plies to the armed forcgs and to our allies. Despite this recognition, bir.
Henderson stated that there is still atrong resistance to rationing upon the
part of many people.

Mr. Henderson expressed the opinion that our large inventories of
consumer goods, accumulated in 1941, have confused the popular understand-
ing of this problem. Despite the fact that our production of consumer goods
has been declining, incomes have increuscd; and, more important, retail pur-
chases have gone up. The result has been to reduce our stock-pile of con-
sumer goods to a very low point, and the pressure of purchasing power on
limited supplies has been intensified by the imposition of general retdil
price ceilings. as shortages appear, there will be increased acceptance of

rationing by the public, stated Mr. Henderson.
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He also pointed out that the vastness of this country prevents
any slavish duplication of foreign rationing systems. For instance, in the
rationing of fuel oil, our Government has attgmpted to distribute the sup-
Sly on a "tailored" basis rather than by sows more automatic method. The
object of this, according to kir. Henderson, was to cut down on the consump-
tion by larger houses, though this might involve a risk of public opposi-
tion.

Mr. Henderson also pointed out that public reactions vary accord-
ing to the commodity which is involved. For instance, there was full pub-
lic acceptance of the necessity for tire rationing, and yet resistance to
the rationing of mileage through control of gasoline. Therefore, each com-
modity rejuires spucial study in order to devise u system’ of rationing which
will best fit the national need and best obtain public acceptance.

There is one universal churacteristic of all rationing systems,
said kir. Henderson -- a rationing currency or card.: It has been the dif-
ficulty of preparing these rationing books which has often .caused delay in
the institution of rationing programs. These dclays have oceurred in meil-
ing, in parcel post, and in printing.

Meats, with the probable inclusion of cheese,.willoba rationed
on a point basis, thereby preserving the largest possible range of, con-
Sumers' choice. Butter, on the other hund, will probably be grouped with
other fats and oils in a similar system.

In answer to inguiry by the Dircctor, Mr. Henderson stated that
the Office of Price Administration docs not have authority at present to
determine what commoditics shall be rationed. This authority is now vested

in the various industry branchus of the War Production Board.
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lr. Murray inquired of Mr. Henderson whether the cost of food
stuffs had not risen enormously in recent months. Such increases, accord-
ing to Mr. Murray, will have a pronounced effect upon wage demands in the
future. Mr. Henderson replied that, though therc have been sharp increases
during the past year, the rate of incrgaée has been rapidly‘deceleratiﬁg,
and almost all foods are now coming under price control. 0nly fresh fruits
and vegetables will remein uncontrolled. In answer to a further question
by Mr. Murray, Mr. Henderson stated that only eight or nine percent of food
prices is now free from ceilings. When this-statement was questioned by
Mr. Murray, it wus agreed that Mr. Lubin would prepare a memorandum upon
this subject for discussion at a future meeting of the Board.

Mr. Patton asked whether the recommendations of the Food Require-
ments Committee for the rationing of food were not subject to review by
the industry branches in the tiar Production Board. Mr. Wickard stated
that as a practical matter this was the case, and blamed some of the delay
in instituting rationing programs upon this fact. Mr, Patton expressed
the opinion that the food industry branches of the War Productign Board were,
in a large measure, under the domination of food processors who would tend
to oppose. rationing.

The Director asserted that these delays, with the attendant pub-
licity and welter of conflicting statcments, constituted one of the most’
importaut difficulties in setting up a successful rationing policy. Mr.
Henderson agreed, referring to the ‘fuel oil situation us a typical example.

Mr. Patton inquired whether rationing could be utilized as a means
of control over general cxpenditures. Mr. Henderson replied in the affirm-
ative, but suid that no alternative could obviate the necessity for specific

rationing.
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The Director again inquired of Mr. Henderson as to what can be
done to speed up the preparation of rationing programs. Mr. Henderson re-
plied that freer authorization by the Budget Bureau for advance planning
would be helpful, as well as some affort to overcome the printing bottle-
neck. At present, Mr. Henderson stated, prepsrations can be made only after
a formal decisjon to ration a particular commodity or group of commodi-
ties. The Director expressed the opinion that perfection and fool-proof
mechanisms must be sucrificed to speed and simplicity. For example, he
cited the use of safety paper in the preparation of rationing books.

Mr. Smith requested Mr. Henderson to prepare and circulate a
brief ‘memorandum on the objectives of rationing so that the Board members
could agroe upon a set of comson principles. He also agresd to have the
Bureau of the Budget prepcre a similar statement setting forth in detail
the procedure by which a rationing program is now determined upon and put
into offect.

Mr. Eccles expressed general agreement with the pogition taken
by Mr. Henderson. ‘To emphasize thec magnitude of the job, he cited figurss
on increases in department store sales in various localities, averaging
about 25 percent for the entirc country. Mr. Eecles also emphasized the
necessity of parallel action in the field of manpower, production and fiscal
policy as necessary in order to minimize the difficultios of rationing and
to relieve the pressure on supplies of consumer goods. Nevertheless, he
strongly emphasized that he saw no possibility of avoiding the rationing of
essential food and clothing, and favored the institution of these measures
at once.

Mr. Patton agreed with Mr. Eccles. He also strongly urged the

necessity of centralizing control over the entire ficld of production,
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manpower and civilian economic policy, as recommended in the joint state-
ment of Senators Truman, Popper, and Kilgore, and Representative Toland.
Mr. Patton requested that these recommendations be discussed at a future
meeting of the Board.

Mr. Murray also agreed with what Mr, Eccles and Mr. Patton had
previously said. He urged the importance of maintaining civilian control
over production, procurement, manpower, and economic policy. He further
expressed the opinion that so long as procurement remained in the control
of the military side of the Government, it would be very difficult to form-
ulate an effective ‘production and manpower program.

‘Mr. Davis agreed with the recommendaticns of Mr. Henderson, fav-
oring immediate action. Mr. Davis cmphasized the importance, a;l.ong with
rationing, of assuring the pwople that a minimum supply of essential goods
will be plamned for.and guaranteed. He also urged the nccessity of ade-
quate publicity to acquaint the people with the necessity for rationing.

Mr. Eccles agreed with these suggestions, pointing out that the
maintenunce of minimum civilian requirements was equally as important as
providing for the necds of the armed forces. The Director and Mr. Hen-
derson expressed accord. Mr. Henderson asserted that in some-cases the
Army was planning its production program without adequate consifieration of
essential civilian necds.

Mr. Johnston stated that people in Governument must stop talking
and do some straight thinking. He agreed with remerks previocusly made as
to the necessity of maintuining civilian control of the uconomy. He alsc
held the opinion that the Director of Economic Stabilization must assume
more power and responsibility. He further stated that in'his opinion the

Director should make greater use of the Board mcmbers. The Director agreed

-5~

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



with this recommendution, stating that it was his intention to submit var-
ious rationing programs to the non~governmental members of the Board for
thoir review and endorsement prior tc any pyblic announcement of the var-
ious rationing measures.
Mr. Johnston pointed ovut that it was important for the Board
members to help in selling these necessary mwasures to the general public.
The Board adjourned at 1:45 P.hi. to mect again on Friday, Decem-

ber 11, 1942, at 11:00 A.M.
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