
)1111 tarT pereonne1 

Ci't'l.lUn population 
F..t4 ae.bera 
Sillsl• ooM.ero 

'J'otal. 

])lltitlltiOD&l 

All Ci'ri11an 

Total J'OpulatioD 

Fllliliee ot two or 
acre Pft'IOM 

SlJisle e~ro 

W taal.llu &Dd 
aiJI&]A eo-n 

Jlo1>&b :llrtia&te of Jllo)Nlat.1oo 
Dift.ribolUoD ill JUoa1 194) 

119, 100,000 
9,500,000 

128 ,60o ,000 

1 ,400, 000 

Haber of 
CoDSllaar 

lJIIit. 

32,800,000 

915001000 

42,300,000 

4,500,000 

1301000,000 

Nl&ber of 
PwraoM 

119, 100, 000 

915001000 

l281 60o1 000 

168 -NN 

134,500,000 

.lTer&ge H1aber 
ot JlloraoM per 
Co~r Utlit 

3.63 

~ 

3.o4 

iii"Cil m, 1942 
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Thomae B. 
McCabe: 

RMJr: 

Me: 

HMJr: 

Y.c: 

lfl(Jr: 

Me: 

HMJr: 

l!e: 

HI!Jr: 

Ke: 

HMJr: 

Me: 

HMJr: 

Y.e : 

Hello. 

March 17, 1942 
10:46 a.m. 

Good morning, Mr. Secretary. 

Mr. McCabe. 

Yea. 

169 

Good morning. I wanted to aak you, Mr. Stettiniue 
told me that he was preparing a report tor the 
Preaident, giving hlm a au ... ry ao that the 
President could l et Mr. Stalin know where ve 
have or have not tallen dovn on thla protocol. 

Yea, air. 

Raa that been given to the Preaidentt 

No , I tell you. Here's what we've done. Since 
your meeting, our tellowa have been working night 
and day with tint the liar Department to get out 
trom the liar Depart ment actually what they could 
deliver ot eaob epeoitic item trom nov to June 30. 

Yeah. 

Then we've been clearing with War Production 
Board- Bill Batt's organ1~ation- to do the 
same thing. 

Yeah. 

Nov the cueaticn arieea there betore we eubai t 
to the President a complete report, it's going to 
be neceaaary tor the Preaident to get out a 
general l etter directing what he vante done about 
the pro t ocol. 

'lee. 

Do you underatand what I meant 

I underatand. 

Becauae Bill Batt makea qui t e a point or the 
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HKJr: 

Me: 

HMJr : 

He: 

HY.Jr: 

Me: 

170 
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taot that it the Preaidant wanta the protocol 
itema put tirat, then they wan t a direoti•e to 
that etteot. Mow ••• •• 

Well bow long ia it going to take to get th1e 
out? My heavena! 

Well , now, I'll tell you what we ha•e here. We 
ha•e lined up - we were going to Harry Hopk1na 
at eleven thirty this morning • . ... . 

Yeah. 

•... .. with a letter t or the Prea1dent t o a1gn 
1t th1e meets with hie a ppro•al. And it you're 
interested, i t ' e a abort letter. 

Yea. 

I ' ll be glad to r ead it to you. 

HMJr: All right. I lUll interested. 

lie: 'My dear Mr. Stettinius: 

'Compliance with the Moeoow Protocol ie ot 
tiret importance. All tin1ehed muniti on• to 
meet the original protocol muat have tiret 
priority, and ahall be supplied by June JO, 
1942, ahead ot al l other needa . The pr otocol 
commitment tor raw materiala shell aleo haYe 
tirs t priority, except where t o do eo would 
r eeul t in an ext raordinary i nterterenoe with 
doaeet1o production ot t in11hed a un1t1one. 

0 Tbe protocol iteae shall haYI a t irst priority 
on ahipping and the ahipa r equired to del i•er· 
thea ahall be euppl1ed betore ah1pa are a..de 
eu1lable tor any other purpoae. • Now, Juet 
a aecond. I obanged t hle next paragraph. 

'You will please be reaponaible i n tollowing 
through with all the departments and agencies 
concerned, and report to me prom ptly ot any 
lag in carrying out the protocol by June 30, 
1942. 0 

HMJr : Yeah. 
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'There ehall be no exoeptione whateoeYer except 
those t hat I myeelr may sake attar reoeiYing 
your report. Aa eoon aa poeeible, I want ypu 
to submit to me aohedulea ahowing availability 
datee or both the protoo9l and non-protocol 
items between now and June 30, 1942, with 
reoommendatione ror meeting or exceeding the 
protocol amount and tor eupplying any other 
iteme or wbicb the SoYiet Union ia in apeoial 
need. 

'Copiea or thia letter are being eent to War, 
NaYy, State, Treasury, and Agriculture Depart­
mente, the War Production Board, and to the 
War Shipping Adminiatration. 

Sincer ely yours,• 

HMJr: Well, or course, it he ' d aign that, I'd be Yery 
happy. 

Me: Well , now, that'a the thing that t hie letter I 
Just tiniehed,and I wae going to r ead it first 
to General Burns and then ahow it to Harry at 
eleven-thirty at our oonterenoe. 

HMJr: Yeah. 

~c : And then have Harry give it to the President 
to aign 1t he will. 

HMJr: Well, if you do ••••. 

Me: Now, it we get that, t hen we'll proceed to -
i~~med1ately we have the Arrq uterial, bau the 
War Production Board then to compile their 
material in line wi th th1a letter. 

RMJr: Yeah. 

171 

l!c: And it aeemed to us that that must be done in 
order to have the neoeeeary dat a tor the President 
then to cable Stalin and tell him exactly what'e 
what. 

RI!Jr: Well, it be eigne that, as I eay, that would 
Cheer me up a lot. 
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All right. Vel1, nov, could I tell Harry this 
morning that this meete v1 th your approval? 

Hearty approval. 

Hearty approval. 

Yeah. And I'll be terribly disappointed it they 
don't sign it. 

Well , then, I'd l ike to do that, beoauee that 
will help thie along materially. 

No, and you can go further and aay, 'Without such 
a letter, why you mlght just aa well atop.• 

That 's exactly what we want; and with your full 
approval there, I'm aure this will go through. 

Hearty a pproval, i e what you can aay. 

Hearty ap?r oval . 

Yeah. 

And I'll tell Harry it there'e any doubt ln hie 
mind on that to give you a ring. 

That 'e right. 

All right. 

I'd eay you 've got to have it. 

Well, that ' e the way we reel. 

Yeah. 

And we reel atrongly about it. 

You might give me a ring and let ae know what 
luck you have. 

Indeed I will. 

And the other thing, don't t orget that- I don 't 
know what the color wae on our chart - thirty- three 
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Me: 

HMJr: 

Me : 

HJtJr: 

Me: 

I!MJr: 

Me: 
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to tbirty-tive daya, which ahowa up on our 
chart that that' a where t he t hing 1a bung up 
in your organization. 

Well, now, look, Mr. Secretary. I 've checked 
into that very thoroughly. :· 

Yeah. 

And there waa a question ot where the Ruaeiane 

1?3 

put i n thei r tirat requeat and the epeoitlcati ona ••. .. 

Yeah. 

••••• were cock-eyed; a nd we had to clear with 
them and clear wi th War P,roduoti on Board and 
with your people before we dared process t hose 
requiai tiona. 

Yeah. 

Do you eee what I mean? 

HJ.!Jr: 'llell, wherever it i a - I don 't care where it is -
t hirty- five daya, I t h ink, ia thirty daya too 
long. 

Me: 

HliJ r : 

!!c: 

HliJr: 

Me: 

HJ.!Jr: 

Me: 

It 1e entirely too long. 

Yeah. 

But in sany ot tboee inata noea they had to cable 
back to Moscow. 

Well. There ' • another thing, i t that's true­
and I'a not questioning you - then the Pr esident 
ought to eend a cable t o Stalin to give somebody 
authority here to settl e it in Waah1ngton. 

Well, now, I'll ahow you a s aeon ae he aigna 
th1a ••••• 

Yea h. 

••••• and we get the other- we have it all pr e­
pared - a cable t or the Pree1dent to Stalin -
a nd that'• in the cable. 
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Rlght. 

So I'll clear that with you bef ore we actually 
eend that to the Preeident. 

1?4 

Good. Well, we 're eending o~t a telegram today 
to all the ~anufaoturere who ba•e atael on order 
tor ua. 

Me: Yea. 

HMJr: And telling the~, "Now, you ba•e euoh and such 
an a llocation - eo aany tone. • 

Me: Yea. 

RMJr: •sow much ot thle would you deli•er on or before 
the twenty-tiret, the tvent7-eigbth, and the 
th1rty-t1ret. • 

Me: 

I!MJr: 

l!c: 

Yea. 

Because we've run into aome very tunny things, 
that Juat don't aake aenae. I don't want to eay 
anything unt i l we get the anever to the telegram, 
but it looka ae though aome ot t hese manufacturers 
may have got out trom under these allocations and 
that we've ne•er been informed. 

I eee. 

HMJr: But I don't want to eay anything about it until 
we get the ansvere; but when we get the answers, 
we'll let you know. 

Me: 

tiJIJr: 

~c: 

lll!Jr: 

Me: 

Right. 

But we're doing it on those three datea, you 
eee' 

Now, look, there a re two other thlnge that are 
concerning me. 

Yeah. 

One ia that the Maritime Comm1se1on det1n1tely 
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prom1eed ue t orty-t1Ye ahipe t or February. 

HMJr: Yeah . 

Kc: 

HKJr: 

Kc: 

HNJr : 

Me: 

HMJr: 

Me: 

HMJr: 

Me: 

HMJr: 

Kc: 

They later ea1d that the laet one ot the forty­
the could not berth before the titteenth ot 
March. 

:leah. 

Now, tbey '•e f allen down terribly on that 
number ot ships. They'•• written a long letter 
ot explanation on each ahip a nd what happened. 

Yeah. 

The tact ot the matter ia that we'Ye only gotten 
out aeYenteen ehip a eo tar this month, which is 
about one a day. 

Yeah. 

And it ta.kee nearer aixty to come - to meet the 
protocol. 

Yeah. 

So that 's a eerioue thing. 

Yeah. 

Nov, the next eerl oue thing ••••• 

HI!Jr: Well , bef ore you - what I would do 1a - I'd get 
thia letter by; then I think, lt I might euggeat 
that you haYe the Preeident eign a letter to the 
Kar1 t i me. 

l!o: 

HI!Jr: 

Me: 

I think we' l l haYe to. 

I think you ought to do that tbie week. 

Yee. Well, we 'll do that detini tel~. 

HI!Jr: Thie week. Putting it right on the line. 

Me: Nov, the eecond thing le • •... 
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lie: 
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Me: 

HI!Jr: 
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HIIJr: 

Me: 

IIY.Jr: 

Me: 

HIIJr: 

lie: 

HIIJr: 

Me: 

HIIJr: 
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Ot oouree, it you get - exouee me - 1! you get 
tbe t1ret letter signed, tbe over-all letter, 
tben you oould get the otber. 

Yea. Nov the eeoond thing ia, th1e shipping 
thing that you ana I thought vae eettled ••.. • 

Yeah. 

•• • •• i n Bob Patterson's ott1oe. 

Yeah. 

I understand that that'• enarled up. 

Well, wbat I've done 11 tb1e. I had my adm1n1e­
tret1ve aaeletant call up Bob Patterson ' s o!!lce 
and aeked him ror a oopy or the order. 

Yea. 

Got a little dev111eh on that, you aee. 

Yee. 

And they eaid ve couldn't get the order because 
the t hing hadn't yet been eettled. 

Yee. 

So ve're calling up each day asking tor the copy 
ot the order. 

Wonderful . 

And they ea1d - they prom1eed 1t to ue today. 

Yee. 

Bo eaoh day they're going to fet a oall, 'Where 
ie the order eett1ng that upt 

Wonderful. I think that'e great. 

And I'm not going to let it reet until I get 
the order. They eent me a reorg~nitation or 
the War Department, but that ien t vhat I want. 

1?6 
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No. 

No, I'm haYing Norman Thompaon in 117 ottiee 
call up each de7 and aay, "Mr. Morgenthau ie 
eitting there waiting tor the order under 
which General Somervell 1 e going to operate.• 

Fine. Nov, that'e, to me, that'• juet losing 
precious minutes and daye, and I reel it's 
one ot the moat eerioua t hinga in Wa.sh1ngton. 

I'll call up Patterson ayaelt on it. 

Do you aee what I meant 

1.?7 

Hl!Jr: R1g)lt. I agree with you. 

Me: And t hat, I reel , just auat be eettled. 

Hl!Jr: Right. 

Me: All rig)lt. Thanlt 70u, Mr. Secretary. 

HMJr: Well, I 1m rolloving that up with Pe tteraon ' a 
ottloe. We're calling them once a day. 

Me: 

Hl!Jr: 

Me: 

)(e: 

Hl!Jr: 

Me: 

Hl!Jr: 

Me: 

Fine. I'm so glad you called, and I 'll • •..• 

Let ae know what luolt you have. 

I ' ll call you attar I eee Ha.rry. 

And what do you hear rroa Ed Stettinluat 

Well , I was talltlng t o hill l aa t night. He eaid 
t hey put hill thrOugh the torturea or the damned 
yeaterdly. 

Yeah. 

You ltnow the exaa1nat1on or t he ltidneye ia 
no tun. 

Well , I never had it. 

And he aa1d that outsi de ot the torture he 
vent through, .. erything vee all r1g)lt. 
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HMJr : 

V.e: 

J!I(Jr: 

~c: 
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I aee. 

I don't think it 1 8 - you neY8r know in thla 
thing how eerioua - but I think with the proper 
treatment t hat he'll get out ot it orobably 
without an operation. 

Well , I hope 80. It you apeak t o him again, 
8&Y I was asking attar him. 

I ndeed I will. 

Tha.nlt you. 

Thank you. 
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HMJr: 

Norman 
ThOIII0800: 

HMJr: 

T : 

... !:'ICJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

I!MJr: 

T: 

!!l(Jr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

March 17, 1942 
11:00 a. m • 

.••. . memo that ther haven't ret got a copr or 
General Somervell 1e orders. 

Yee, e1r. 

Now, I want rou to call them up each da7 until 
you get 1t. 

I ' ll do that. 

And 1r b7 Thursday you don ' t get 1t, then I 
v1ll call up P~. Pattereon myeelr. 

I see. 

See' 

Well, I'll keep r1ght back or 1t. 

Call them up ags1n now, 

I 'll do that , yee, e1r . 

Say, "Where the hell 1e 

Yee, e1r. 

Can you talk 11lte that? 

Oh, yee. (Laughs) 

Well, try 1t . 

Okay. 

Okay. 

Good-bye. 

w1ll you? 

1 t?" 

1?9 .... 
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TREASURY DEPARTMENT 
180 

INTI!I'I OI"I"'CII CONMUNICATION 

DATil .la!'Qh 171 19,42. 

TO 
socret.alY Morgentl>au 

"'"" Jlr.!boolp80D 

11>ere is at'tached a cow of ao order obtained f'rca the UDder 

Socret.aJY of liar with reference to the orgaoization or tho Senicoa 

of SUpp:cy in the liar Dep&rtment. '1'h1a order places the Divisi on of 

Transportation Jb r tho liar Deportment under tho jurisdiction of 

General Soooervoll. 

I aa acvised as tolloora with reference to tho ••tin& held an 

lost Prl.dq in Onder Secretary Pa tter son• & ofticu 'Ih.ia aeoting was 

attended ey Patterson, SOIIOrvoll , Lew1a Douglea , end Tunlq or the 

Interstate Collll:lerco COODisaion. Thq diacusaed a proposed order with 

rupect to the consolidation of all or the tranaportation functions 

but this order waa not tinal.J;f approYecl. General SOMnell wanted 

to hne charge or all ahipoente tor tho A:rr:t as well aa for Lend 

waae. As soon ..a tho order i a t1Aal.:cy approYed, I will get a oow 
tor you . 

Regraded Unclassified



{ 

WAR DaPAIITIUNT 
KEADQVARnRS, Aa'fiCU OF SUPPLY 

WASIIIHGTOM, D. C. 

lllarcb t, IN 2 
F'rom: Comma.ncUnc Geoeral, Services~ SUppl1 

To: Chtefs ot all Supply Arms a..od Se.rvtou, Corp~: Area Commanders, 
a.nd othtr otflee:s, agencies, boards and committee• ot the War 
Department coming under the jurl.sdlctlon ot Strvlcoa of SUpply. 

SUBJECT> Initial Directive lor the Organization ot the Services ol SUpply. 

181 

1. ~orsantu.Uon ot tbe War Department hae been dt,..ec:ted by the Pr esident and Secretary 
or wa.r tn orders att&ched hereto, Appendices A and B. 

2. Tilt Servlcu ot SUpply will be organized Initially t.nd conduct their operations tn ac· 
cordanet wtth theae lnStzuctions. 

3. WIU ICMI ollbo Soroleoo ol SUpply. 
a. The .-1101 .. ol tho ServlcOll ol Sllpplyl.s te provide aorvlcta t.nd ouppllos tD 

meet mUI\arJ reqWJ'emtnb except those peeult.&r to the Al.r P'orc::e. 
b. In c:arrytnc out his duties pertalnlnc te the ml .. lon ot the Services at Suwly. the 

c..,..,.SinC Oe>oral w W report to the Ch1ot of Staff on the mUitary pbaH o1 thl.s ml.sslon. and 
wlU act wder OM direction of the Under Secret&rJ ot War on the pi"CXW'ement and rel..a.tfd phases. 

c. In c:arrytnc out their mlsslon. tho Serv\eea ol SUpply wUI apply tho detennlnatl­
cl:. and utUizo to the tllll .. t mont, the serv\en a!lordod b)' tho War Production Board In p,.... 
curemtnt mattere, and wW render to the Board 8uc.h servtcea u It rtq\llres. 

4. CoiiUIIt.ndlnc Gueral, Senlceo o1 SllppiJ. 
Tbe undersii!Md bavlng beeo appointed Commanding Gone raJ. Services ol SUpply. hereby 

~.MwntS c::ommanct ~the Servtc.es ci Supply. 
~. Gwdlnc lnstriiCUCMII lor O..pnlnUon ol Serolceo o1 Suwly. 
ltl connecUon wlth these guiding lnstrucUons, tt must be re&llzed that there a.re many 

mattera which will r equir& c:larUtcaUon by further lnstrucllona. Tbe.se wiU be issued as 
promptly u eondlttona per mlt o r as the need srlae.s. Until changed by further t.n.structtons, 
operations wtll bo curled on ln accordance wlth present procedures, except l.Molttr as these 
art modUied by theoe lnatrucUons and by the orders ol the Secretary ot War. <See Appendix B.l 
1t ll destrtd that necessary detaUs be settled locally to the full tal extent pracUcable an:1 tn the 
~at lntereate o1 the service. Operations must continue without delays or tnlerruptlons. The 
Ol!lce c1 the Commt.ndln& General, Services of SUpply, •hould not be bombarded with Inquiries. 
requests tor lnterpr-etatlon&, deet.slons, etc .• 1n connection wtlh minor matters. 

e. O.neral OI"Jul&allon ol tho Senleos ol SllppiJ. 
The lmt.ral orp.ntutlon ol t.be Services ol SUpply wUl constat ol the Commandl~ Gent ra.l, 

lbt Executive OOico o1 the Commanding General. lnc:ludln& a Cblel ol Stall; a Chief ot Procure· 
m•ct and DlltrlbuU011 with necessary a.sslstant.s; a flll>ctl~ awl t.nd oporattnc divisions ceo­
traliJ u abo"" oe <bart ODUUod "Organlzatlon ol the Sorvlcoa ol Sllppl7'' Included In Appendix 
8. 

1. r-.lceal Stall. 
Tile awl orpnlutl- wiU Include the loUowJna; 

L Admlniatratlve Assistant. 
b. Publlc: Rti&tlons and Information. 
e. Operations. 
d. Control. 
t . Training. 
f . PeraoMel. 
I · Budget and Financial Administration. 
h. Requirements. 
1. Defense AI~. 
J, R.@aou.reea. 

8. Olrector o1 Proe-uremenl and 01BtrlbuUOft. 
The Director of Procurement &tid OlatrtbuUon, wUh suc.h assistants as may be re· 

Pagel 
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Clldnd wW b&lldJe man•,. pe:ru.Wtll to tM ~ ot proc.w.DM:at &ad d~ for u.. 
Con'lm~llle Gea~.tal. StrviCN ot 8uppl)'. "nne OIJ".Ctor d Proeu.Nment and Dl.atr1buUon tl 
reepor~~lble tor the 61NeUon, e\lperv1aiCID and econl.lnaUOCI t:tl. the Pl'OCWO.merrt &ad dt.trlbtil!Qe 
ot IUJpplle..Md eQ!U!pm.tnt. 111 aceOC"dduu« wn.b approvect protrt.IM and 61.r!Oetlvee, He ta 
c.Mrpd wlt.b 1M folJowVIC; 

C1) fWJettvt U.. Jlf'OII'UI' reqrdrtmenla, dt.IH..W.te W. W o:rmatloe to au 
eooc.med. U.S take apprqorW. teUoa ta ,...r'tOCe tlMNco,. -~to­
ordbaOoll wtdl eM War~ Boar«. u .., be~. 

(ZJ otJotoc\, ......... -COOl "C'"' '-leD. ...... lopc~MC&. ~ ... 
~. ~· u:SJIIIIIIF)t•. 

m JWdu11C polldel ...t P~· 
(t) ~ $)01:kW.udproc~. 
<5) ~'"' and .wrov.l ol «C''lne:W. p~ for •ward. letttn ct lM.tM., 

nppltmtn.W ~Cfftmen.t.a. ebanp 6l'dt,., and ol.her a,crHmentt, wbtft 
dtllpted. 

c&.l ro.rmu1a1ton o1 polk let for and eoordlNtlon ot laauranee lnd advt.nctd 

paymn.t.s. 
m Arrlll(fmtrlta tor eQI.t analyl'la. 
(IJ) ~b. c~orvttopmM and f'lldnHrillc. 
m Proctllc:t~OID pi&IWtle. 

riC» Sehedlllbll ot ~ 
Cll) Aeett.nllollol~ 
(12) ~ Md ~ d Sl:lpflll• ...... IJIM!Dl. 
03) Optn.tkwl Oil twudl and paii!!RI dep(Q. 
Ut) Maim~, rtp&lt &lid~ d ltlppll• ~ eqa!pme:rA. 

8. DIUM til tM P•t1CIIIai1Wf, 
a. Adllllat..tt-atJn A.,ltUtlt. 

m Perform tu.netiOM ct otttee m&z~~.t-rntnt 1M ottle• servtee. 
<2) 1'allt a.c:Uon Ill t.bt Dt.me of lhe Chief Of'l •·ll t OUlltle adrnlnlstr atln mattere 

perll.tl'll.nl' to t.bt otnu. 
b. Public R.ei &UOM ud w ormatton. SUbJect 10 poUciN, p:rC)C4durft &lid e1..,.u.o. 

01 tbt 81in&ll crt Public Relation~ ct Ow War Deparlmtnt 
m Pmlldoe a Ill'*"' fOrt t.<m'ltn.OC! mMWic betwMD tile Oenu&1 Pu.bUc: MJ tbt _ .. _. 
(2) V~r cord:Lal rdaUQOS ar.d Ua!soo Wltal u.. GIDanl ~ otbn ..-a­

d OolrerMI.trJt. U1lt PrtSI &tid Radio. 
m Collect.. c:w.u,. ~ pns:are u.s d\IM&Joat.e ~ wor...a.. 
m E:ata.bltall led m.a.lal:alD a::; !darma.tlon NI'Yb by ~lepbc:Dt. cor• ee; ' IICI, 

ud dlr«t con&act. 
r~ Promulptt poUctM for Ul.e rWdane• Of Openunc Dlvt.stoM aliCl Corp~ ArtM 

Ill matun ptrtt.WII& to public r1laUo1111 .,._. lnformaUoc. 
CID ! ata.bll.th •ntt malAtakl nectaa.ary l.r'l'l.llfemtnt. for censorship. 

c. C)pen.Uou. 
m Ptf1*1"Uon ot pl.l.tll a:d tn:slnlctiOM on pi'OJtctecl t.nd CW'rtnt oper.aU0111 

where «~eordl•ted acttoo l8 NqU!.re4 betwtu two or IDOl'• t:i tht vutM 
()potraUftt OtVU:~001 ud tbe Corpe Areu. a.e1a matters to toebde: 
(&) Troop ~-tilL 
cw ....... ot~am~ 
Cd ......,.~Mftns .. ~with .-c:U'\c tiCtk:aJ OT ~....,..... 

or ether War Dtp&rtmeat actMd•. 
at MaltMtft CION IJ.a.l.toa w1th Dl.,locrl: o1 u. war ~ o.tRI awr _. 

d. Coauu:::a ot Uillll Arr117 GroQtii:S Port:N and Al'ln.J A1t Poreea. 

m lMPtCUCifl or a~~p«"l&ton ot lnlpec\lon ot ac:Uv1t!H under 1M Jv.r'-dlc1.loll d 
Ole Comma.ndlt.~~ GtMt'&l, Servtcea o1 SUpply tor the ptll"PCCet ot dt.CO¥ttlnC 
lac.k ot PtQCreu, delt.J;, ddlcleneltl a.nd UMa.uatactory e<)CldtuOM, anci eM• 
tfrmt.nillc Wbtre tmprovemmta la optratlont and mttboda ca.n bt madf, Ill· 
aptetlont wUJ be Ol a poe1Uve ,.~, IUII:b U...t tbt7 Will ,_lillt 1.ll corttedW 
KUoe w liQPl"'WIDftiL 

CZJ Keep tile CGm··Mtrc Gcoenl, k.rt1cM ot SllpplJ, Md Ills 9latt ud Uf ... 
tblantl, ud......,. ~. e:onr1 17 LIIIOI"aMMd ~ u. .u• ._.. ....,_ .... _........., ... _, __ ... ,.....,..,_ ._, 
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1~1 Coll.loUdatlon ot procro.mo and nqutremenla ol U.. Army, lllcludtnc n 0011 
}IEC:ullar to tht Air Force tn th1s lnst.a.nce only. wtth the proc:ra.ms and rt· 
qu.lrementl received from Oetens-a Atd and the Navy. 

(G) PrOJ)&l"' policies, pl&ll.l and d irectives on chl.nru In typos or specUic•Uono 
resullln( from dollcl•ncleo developed by uoase, and on chances In typea or 
spec:Uicatlono ruultlne from produCtion poeolbUitleo. 

('!) Preparation o1 dlrecUvu to the Openlln( Olvlalono to necute the Supply lllld 

Olber Prop'&Diolo 
(8) Prepare and dlatrlbute prellmln&r7forecuto ar requirements to pve ""'--

DOI!t:o ot&~~tlctpoted chl.nSOO· 
L Dof-A.Id. 

(II CoUtct and conoottdato the supply requlromonto, u to IJpoo, qowrtltl .. and 
time aclloduleo, ot tbo otl>or UDited Natlono. 

121 Furotah Requlremen"' the data Indicated In -ap/1 I I I above. 
C3J Prepare data to r dlrec:Uves with respect to lhe transfer and shipment d .sup. 

pltes t.nd equipment to the othe r Unlteci Naliona. 
(4) Reconcile typta ot suppllea and equ.tpment wtth available atuda.rda. 
t5) Represent the Services ot Supply on lnter-departm~t.al boards and commltteta 

on matteN pertalntng to OefH~Se Ald. 
161 Coordinate and IMure ahlpments otlldenoo Aid &llotmento. 

J. Resowce .. 
(l) WIU act u tho Army aide of the Army-Navy MIII11Uoruo Board and will perform 

the tunctSon.a btrttotore performed by the Re.ouuH Brauch of the office Ott tbe 
Under s.cr.tuy of War. 

10. ()pontiac Dlri•i ...... 
Tho oporatlne dlvt.sl- ol tbo S.rvlcea ol SUpply will compi"LL« 

L Procure ... ot and Dlotrlbutlon. !lnltlally to O!'Orate u Indicated In porasra;>h 8 

above.) 
b. Tbe Supply Arm1 ud Stn1cea. (Less W\lts and tunct1ona transferred to other 

Jurt.sdJcUon, see paracraph 14 below.) 
c. Transportation. 
A dtvt.ston. In char go ot a CbJef of Tri.Riport.aUon, 11 hereby eatabllshed to dlreet, 

aupervt.se and coordinate aU tr&Mport.atton tunctlons tor the war Department, and 1s charged 
with the operaUon of all Porta ot Embarkation. Staging Area.s, a.nd R.ecula.t1ng and Reconsign .. 
ment Stations ror overseN ehlpmtnta. 

cl. General OopoU. 
A dlvUion. In charp ol a C1>1tl of General Depots, Ia hereby utabllohed and charsod 

with the operation of all G«noraa Oopoto. 
e. Ad.miAlatratln Sen'leea. 
A dlvlsloo, In charCO ol a Chid of AdmiAI-atlft knlcu, Ia henby utabllahed to 

direct, aupervtw and coordinate tbo lllncUOM and actlvltlu of tho loUowlnl aconcteo: 
(1) Adjul&nt Gon•r&l. 
121 Provcll Maroh&l GeMr&l. 
13> Chief of Spoc:lal S.rvlcea. 
C4) Pool Exchl.nct Services, CC'hitf ol Poet l.ach&nle S.nicea) 
t5l Chief of Finance . 
161 )\>dge AdvocalO Oonoral. 
171 StatlsUcal S.rvlcu, CChlol Of SbtlaUcal S.rvteoal 
181 Chief ol Chaplain&. 

11 . Corps Areu. 
Co.,. Aroao wllllllnctlon u lltld apnls oo cleolll>aied tunctlona wblch, wrtU chanCed by 

tu.rther lnstnJC:tlnns, are tho aame lllnctlono u those bOHtofo .. performed by the Corpa ArNO· 

Page 4. 
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12• APP"'ot-oU to 1\17 -~~- .183 
TM lollow!DC -">tm- to U, pool- Cor --"oa ~ a1atlac _.. __ I, ..,. 

......,.:ed: a. Chlo! ~ Stolt - Colonel W. D. 9tJu 
b. Dlplt:J Chlo! at Stolt I~ Reqolre.mtDto 6 ~ - CoiODOI L. D. Cla7 
c. Olroetor ~ Proevem- 6 ~- CoiODOI Cbo.rloo D. y,... 

Ul Dtpllly Dlrtetor ~ Proevemom 6 Dlstrtbutloo - Oouclu c. MaciCMChlo 

C2l A .. lti&Dt lor Produ<:Uoo - MaJor O.O.ral T. J. Jla1"f 
Aulttant - A. R. Olauey. 

C3l Aulai&Dt lor PurcllatH - Albert J. 11roen1.oc 
141 Alllatantlor OlatrtbuUoo - Coloaol F. A. llolloiiWI, A~Unc. 

d. Army Member, Executive Commttt.tt, Army-Navy MuntUons Bovd. Br1pdter 

G<lnoral Charita I!IMt 

•. .--u~-. 
C11 Admlnl8traUVt A.sslatant- CoiODOI )oseph N. Oalt411 -::! 
121 Pl>bllc RslaUona and InlormaUon - Colonel A. Robert Olnsburlft 

131 Control - Colonel Clinton F. Robinson 
C4l Optrttiocs - 8rlpdler Oelleral Leroy Lu!M 

C5l Trtlnlng - Brlpdler Gtn4ra1 Clar...,., R. Huebaer 

C6l Poreonnol - Colonel James E. Whorton 

C7l Budret and Financial Administration - Brlpdler G<lneral Arthur H. Carter 

C8l ~emenla - Coloool Cyrus H. Soarcy 

C$1 Oo!onoe Aid - Brtpdlor o.n.rat HODry 8. Aurand 

CIOI Reaourc .. - Brlpdler Oeneral Charln Hlnot 

I. OptratiOII DIY!al-. 
Ul Q!.lartermastor Corps, Tbe ~rmaster Oeneral - Major General Edmund 

B. Grecory. lno c:banre> 
121 Corpo at Enclneon, Tho Cble! ~ Engineers - Major Gtnoral ~ Re1bold. 

Cnochansel 
C3l Ordnance Department, The Chief cl Ordnance - ~or General Charloo M. 

w.,...,... lno ~~ 

14l Medical Departmeat, Tho SUrceon General - MaJor Oeneral J&moo c. ~.Capo. 

cno ~haasel 
C5l Stsnat Corpo, The Chlol Sip! OUI~er - Major General Dawoon OlmstAiad. 

(no chaastl 
(6) Chtmloal Warfare Service, Tho Cble! cl Chemical Warfare Strvlce - loQ)o>r 

General WWiam N. Portu. 1no cbaasel 

171 Tranoportotloa, The Chief o1 Transportation - Colonel Charlu P. Oroeo. 

181 General Depolo, The Chief ol Central Depolo - Colonel F. S. Strons. Jr .. 
ActiOII. 

191 Admlnlatr&Uvo Sorvlcoo, Cble! at Admlnlatr&tl¥9 Services - MaJor General 

John P. Smtlb. ' 
W A<IJutanl G<lneral -Major OoMral J&mU A. lnlo. (Do cb&allt) 

Cbl Pl'<Ml8t Martba1 OoMra1 - MaJor Oeneral Allen W. OUIIIoa. lno chaastl 

Ccl Cblol at SpocW Sorvlcoo- Brlcadler General F. H. OSborn. lno elanpl 

Cdl Pool Exchanre Services, Chill at Post E'"'haast Sorv!Cu - Brlpdlor 

G<lntral F . B. Osborn. 
Col Cble! at Flnaoce - I.Ca)or G<lotral Howard K. LoUCI>ry. lno chaastl 

Ill l\ldre AdYoc&to General - Major General Myron C. Cremer. lno elanpl 

ISl Slatlstloal Services, Chief of St&Ustloal Sorv!cu - Brtcadltr G<lotral 

Leonerd P. Ayroa. (Do chaase) 
(b) Cblol at Cbapl•lno - Brlpdltr General WWiam R. Arnold. Cno elanctl •· c-Anu. No c:hl.ap lD c~ G<lneralt at corpo .v-, UCII'I tor IV c- Art&. 

(I) Commo.ndln( G<lnor al, 1 Corpo Area - MaJor Oeneral Shorman lolllee. 

121 CommoMtns Otlleral, D Corpl Area- ldajor OenerallrvlnS J. Phillipson. 

C3l Comm• '""nc OoMra!, m eorpo Arot - I.Ca)or General Wllt<>D C. RtcJuml, 

co Comma!XIIns O..Oral, rv Corpo Arot - MaJor Oeneral WW1am B.,.,.... 

l~l Commandlllc G<lnoral, v Corpl Area - Major Qonoral Daniel L. VAll Voorblt. • 

161 ComlllAildlDc 0eoera1, V1 Corps Area - Major Qonorll Jolepl! M. CUznmlnt. 

1'71 Comm•rrtl"'l OoMral, vn corpo Arot - loQ,Ior Gonoral l'redor\clt B. Ubi. 

181 COa>m•rrttns O.O.ral, vm Corpo Arot- MaJor Gonoral Rl<:lard 0ooonn. 

(8) CommAri"'"C G<lneral, IX Corpo Area - loQjor Oenerll J&1 L. B !lot 

Pllp6 
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13. Orpni..UOL 
ThAI Director o1 Pr<>C~~Hment &Dd DIStribution. &Dd .. .,h key ualst&nt appointed to laU 

e~ o1 a s tat! lllnctloa or a..,.,, eruted optralin( di.Uion will take ~ atepo to 11• 

teet 1M orpn!UI!Da with wbleh ha Ia eharcod· 
TH proc ... o1 o;rpntzatt.cm wU1 ~ a coaao•tctattc.a, ·-·1p.madCIIll aat ~ 

o1 ctrta1D a1mll&r or relatA!d .tuDc:Uoaa DOW performed ln a aumber ol. dUI'er.t am.eea or .,_tea 
oiiM War Departmen~ &Dd wblch will be tn.nlferred as Indicated In""""""' 14 below. 

Tho combination ot Chose and Choir a.malpmatlon &Dd development Into an etnclent operat· 

Inc orpnlzatlon will be accompllahed by succeeslvo planned &Dd coordinated alapa. The com­

~eu011 o1 the orp.nlaatloo proeeu will be effected with the lout practicable delay ...s • lu.o.t 
dlanpCI .. ct the pr<>Otclltlao at the work of the War Departm.,t. 

Each key ualst&nt char1r<d with orp.Diutloo u Indicated above will pr_,.. &Dd submit 

tor approval, with the lout preetleeble delay, tho ! ollowlnC data; 

L A position cllart. 
b. A lllnctlonal chart. 
c. Penonoel requ:lrementl. 
c1. Spoeo .._trementa tor oltlcee, Ole. 

e. Equipment requinmctnta for ottk•, etc. 
The chartS Indicated In a &Dd b above may be combined. The charta &Dd data are tor uu .. 

a aulde and wUI noceea&rlly be of a preliminary &Dd tentative nature. They will ha subject to 

modlllc..aUon trom ttme to ttme, u eonditlons roqu.lro. 
14. Tbe varlaua orp.nlaatlona coa.;u1.slne the Servtcee of Supply, u shown on the chart 

lneNdod La Appendix B. ..W Include unlta and lllnctlooa from the former orpnl&atloo ot the war 

Deportmtnt u Indicated below, &Dd )llrtodlctloo over, or ffiatlooahlpa with, certain achooll, 

bot.rde, eommltleea, tic. ulndlcated La Appaodlx 8. 

A881010tiNT IN THE BIRVICEB 01' SUPPLY 

L Oil'edar of Pr«•e&Delllt ud 
0\otl'lbutiOL 

b. Stat!. 

PQRIIBR A8810NMENT 

Contract Dlvlatao. Procurtmont Branell, Ofllce 
at tJDd4r Secretary of War. 

Development Brane.h, Supply Dtvtston, Wu 
Department General Stall. 

lllpp}y Arma 0\vtal-, Pr<>euremont 8raDcb, 

01!1ce ct under Seeret&rJ Of War, Oeea Air 
Corpe 0\.Uion a.>d D«enae Aid 0\.Uioal. 

O.neral OUlce, .Procurement Branch. ot1tce ol 
\Tador SocrttarY ct War. 

Oonera1 &lpj>UM, Special &lppUea, &Dd Armo 
&Dd Ammunition Sections ol the SUpply Broneh 
ct 0·4 War Otpt.rtment General Stall. 

Adm!Diatralloo, Bxec:vllva OU!ca, 
0..4 War Departmftlt General Stall. 

Ot!lce Service 0\.Uion, 
Adm!Diatratlve Branch, otflco of 
Uader Soeretary of War. 

Mll1t&rJ Por.-1 ...t C191llaD Bmpl_. a­
Ad.mia18trat1ft 8n.Dcb, 
omee"' ~· Socrttary Of war. 

ln<!uatrla1 ID!ormalloo 0\YI.tlca, 
Admlnlstrau .. Bnu:h. omee at 
tinder Secretary of War. 
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C4l ()plr&UOI\I 

(7) Bud&et t.nd Ftnanclal 
AdmW.tratlon 

()per&ttOM, ltataatlft Offtc•, G-4 War 
Department O.oeral Slalf. 

Part of Pl&nnlnc Branch, 0-4 War lloputmeat 
O.neral Slalf. 

Motor Stc:Uon, Tn.naportaUon Braneb, 0·4 
War Deportment Gtnoral Slalf. 

Approprtoc. part of G-3 War Departmct 
O.neral Slalf. 

P<tracmol In tile OU\cu of the Clllefs of tile 
Combat Armo eopced In matters pu1a1n1oc 
In alf!eor cand!dataa. 

}oint Arm:r &1111 Navy SoloeU .. Son1ea 
Commlllet. 

War Department DteoroU0118 Board. 

War Department ITnllorm Board. 

Flacal Bronch, G-4 War Gtporlmtnt O...ral 
Slalf. 

AeeOWlUAC &1111 PII1AilCt Dlvlolono, Adm!Dia­
lroUvo Branch, O!flet of U-Seerttuy of 
war. 

Tu Amol11AU.. Dlvlololl of tbt Mm!DI8-
lrall" Brancll, of tbt omce of tbt UDder 
s.c:r.tarJ of War. 

l'lnlllclal ..., 8llllpt -- of tbt Badpt 
&1111 LICjalt.U.... 8nD<II of tbt War~ 

l'uDotl- of Cllltt of ~ .. 8llllpt 
Ol!lcar of tbt War~ 

Budpt Advloort Comml- of tbt "1ar 
Dtportmlal. 

184 

Regraded Unclassified



....... 

CQ) OtftnM At4 

'" o.ctoaoc.-........ pi"'CCU't::lltllll. ~ ot Ql.tef 
ot eo..t AtUlle:ry. 

~~~---
CID .......... 

m c...Jcaa .,.,.,.. a.m.:. ell---
.... , 

,.,..,..__ .... __ _ 
!D.-& o.ara18111e'. ---- ........ Ollp&rte-o-nla.e. 
......__., ... c_..,...., 
~ Br'allteb. Q..-4 Wu ~ a..r.a 
llblf, 

W!ll_R __ ...S-~.-
111tatl B'rMCh o1 \M Of.tlct 01 thdt.t Stc:rew, 
<IIW.Z. 

Def~t Atd Stc\lon ot tuwl1 Braneb. CJ..4 
wu Dept.rtmtDt Otntrtl 8\alf. 

[)efenu Al4 otvt..lan ot tbt Proct.LH!m.tQI. 
Brt.tiCh. Ot.ttct ol UDOfr S.C.l'fl&ty o1 War. 

()tile. 01 Dtt ...... Aid Dt.Netor, Wa,r Dtpan• .... 
~ Brandl. c::me. 01 UM Uldtr ........,.., ..... 
-c..,.. a...._ 
"""""""' 
,..,.. "'...,_., m. Clot .. "'­will~ «<SreetlJ W'ldt ltc:rt'C&rF ol • .,. .. 
CMI__, 

CoaatnlcUoo aad R-.1 ~'- 8rucla. a.. 
P1Aac!Dc Md Cootrol e.ctaoa) o-4 Wlr 

D<partmtot --· 
Tn.Mponatt.ocl Brudl, ~4 War Ptpattarlftll 
Gt:Mral ettn. (LIN Motor S.C.) 

Trt.Mponattcn Dhill«~. Of.ttct•ol tbl 
Qu&rttrm.ut.or O.Uil. 

PorU 01 Btcbukatiollv 8t&ctnf AnY, ud 
RecuJattq aDd R.tcoallCft.ll*ll StaUODI for 
0\'UMM lhtpllltn11, 

Ordrl&nct ~ MIS or:tk:t Cit O.W ct 
c.o· . ArtlllUJ. 

All--· ----8_.. ..... -,.,._ ... - ...... 

... Cldlfd"'*"""" ___ ... _. ___ ...... __ 
tbl ~ 01 ftr wt~ ,...,.,n to c--. 
IIIU'tbJ aa4 C...W.lcU ...a.n,). 

~~OtnctrA~r~ 
or war. 

~ o..r-a1. tftehadklc btNtlft for 
Reserve ud ROTC .r.talt'l, ucl tM Kauo.& _... ........ 
PrQvoet Ltuah&l a.n-,.:-a~ 

CbSct o1 Spee1.al Santo•, n ... P01t 
Exehatlcee) plu jOlaf Atm'f W MaW)' Com· 
mttWe oo Wellan alliS Recrc•Uoa.. ca.. ...,_. .. , 
PoR ~ s.mc... 

---... (Pioood- ... Prartost l&&nll'al o..r..u ... AR*dla aJ ,..,..,.., 
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tl) Coaunw:ISe&tloM bttwttn fttld orpnilltiON: Wl!Ser \bt Jw1,.1c21C:UOD ot ()pent• 

toe Dlvla-..,. the Opor&ttoc Dlvlal"'" will be oddr-ocl Ia ..,. ~oct 

dlrtcU, ~ aueb orp='ut10M ud lbt ()pU"aUtC DIY1.1\c.-. 

.. Cocallllca&J.oM ...... Corpl ,.,. ................ lllatiOM! 
Dlreet ~UoG &mOCII Corpa A.Nu and uempt.s MatiCDI\s aa:nilortMd aad 

wW ewrtom&rllJ bt UHd wbeNVeJ" approprta~ lD ea.rr'J1Ac wt tbe mtaalon o1 the Se:rf1C• ct 
&lPPlJ, or Ullped tuU t.bt~er, taCtopt: 

m to cu .. ltlvolvlnc dtutrtnc• Of op.IAI.on whlcb eumot be ••ttled acif9l br ck· 

c!:bloll « the Comm•rd'nc Oeonual. 

Cll c .... laYolvlo( suboi&OIIal .._ ,._ --pollct ... 
w C....laYolwtoc - ....... whlclllloould be ......... by the c--·"'1 .. 

O...ral. s.rvtc.. « ~. 
• · Ctrt&ln routlnt cw-~nc:e may be addnaed. to Tbl Mju;l&al ~ral 

CSH APPtndlx. B.J 
f . AU commurJaUoM wW bla.r an 1dea.Wyt.nc fUt cwmbu. lnc.ludlnC a ayznbol 

Ut the •1'1tobol lptu't f or tOtatUJ~rc apecUt.c pl.l.e• ol prtpt.raUoo wttb.LD tM or1.c\D&t.. \ 

amoe " ta -.. lll U~at cftlcel. 
1- All'f"l'Plt• \o .,.....mm:tc•tiQM WUl make ~k Nf•NOOt lbi:Nto bJ' ~ 

toe rue_.,., w.t.,....... u ...a> ... c~a .. 1a u..-.....-« u.o rop~y, - 1a the 

c:a.s. ol codtd mtuapa. 
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APPI:NDIIt A 

U.CVTIQ OIIDU 

-------------
RBOIIOANIZA TIOH 01' THI ARMY OP TBI: UMITBD liT A Tl8 AND 

'I'RANIPU 01' PIIJICTIONB WITIIJH TB1: WAR DIPARTIUNT 

UDder ODd b1- al tllo •t' Itt -'d Ia-b1 TIUo I a1 tbo 1Nnt Wu ~ 
1941, owNftd Deco~ 18, 1941 (~C La aS., 'Mill c....-, ODd u C-m lor• ..... 
Cble! of tho Arrq ODd Navy ODd u Prea._ of tho UDII..t a.tu, It II borobJ o-u fol· 
lows: 

!. The Ar1117 ot tho llalllocl a.tN II norpii!Md to prot1do -tho CbW ot Bioi! a­
force. UDdar a Comm•Mtnr Otal:ral, Arm7 OroaDd FOI"CM; 8D &1r force, aDder a Commnd!l .. 

c.oen1. Arf1l7 Air y.,....i ODd a eanlce ot ~ oomm&Dd, - a C<>mmiDdq ~ 
Senicea of~ aDd aacll OWl I II dlputmela, tuk torcn, bue CO"""nd•, ~ ~ 

maoda, com:maado ID *-' ol operatloDa, ODd--•* ae tho Secntu7 ot w,•mq 
tlDd to be Metiii.I"J tor U. ut10Dil eeca:rttJ. 

2. Tbo llml:tloaa, -, ODd-· of tho ChiCo of tho toUowlllc•II&IIMCI bnDChoo of tho 

Armyot tho UDII..t- &H -...-to tbo Commpnctlnr Oeoal'll, Army Qroulld Fo..,.o: 

ID!&Dir7, Canlry, Flel4 .utllla!7, ODd Cout Artllle!7 Corpo <exe.pt thoM relollllc to pro­
ecaremeat, .toract, IDd taRe>. 

3. The llml:tloaa, clullu, ODd_. ot the Comme""'nr Geaenl, Geool'll Headqu.rlloro All' 

Foree <Alr l'o... c.-C-ODd of the ChiC oltho All' Corpo are trlzulftrred to the 
Commer.cH"C OIDera1, A.rmy Alr Pore. ... 

4. The llml:tloaa, clullu,IDd -· o1 tbo Cblof ot C- ArWle!7 relollllc to pre a 1111, 
etoroce, ODd ..,_ are -•ned to tho Comm""''nr Geool'll, S.rvlc<lo ot ~. 

5. An:! o!tlcora holdlnr o!llcu lho tuoctlona, clutlte, &1>d powers of whlob are -.ned b1 
IIlii order ebell bo N~ to lllltobla duties but aheU ccmiiDue to bold tltolr nspoctlft -
lllllllveea114. 

5. Tbo Socrotary ot War II aulhorl&ed ODd c11reot..s to prescribe auoh lllnctlCP>I, dulllo, ODd 

powen ot tho commaDders of t1to nrloo&a toroea ODd coiiiiii&DIIa of tlto Army of tho ~­
ud tbe ap.Deie8 of t.be War Dlpl.rt:meDt m:l to la8ot from tt.me to tim• IQC.b dllta1led 1DI1 '1M' 

rtcardb>c per-, ftmda. nconlo, p~. roat1nc of correspo:lde.,.., ODd otber ...-. aa 
mq be .... aaary to carry 0111 tho provii!ODS of IIlii order. SUch _., by tho 9eenlar7 of War 

are to be porformo<l lllll>jeet alw*l' to tho oaorolaa by tho Prealdeat dlroctl7 throQcb the CbW a! 
Stott of b1o tunoth>,.. u Com:maador·ID-cl>laf ID relalloa to atraleC7, tact~, aad opontloaa. 

7. Tblo order aba1l become .Utct.ln oo March 9, 1942, aad sbell rem&ID ID force dllrlllc tho 
erurtJm,_ of tho-- war ODd tor all mootb.s efttr tbo termiDelloa tltoNot. 

THE WHITE BOUSE, 

February 28, 1G42. 

APPENDIX A 
pep 1 
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WABDII:P~. 
w...._ . ... ,... I.IMI. 

WAR DBPARTMBNT BBORGANJZATION 

t. Tbo Prooldoat bu a~ a roorauJ,utloa of tile War n.p.,_, 
a.od the Arm7, etrtctlot .lfarcA I, JtU. Pttldl.,. tbe 1 ....... ot ~lied 
b>lotructlona aocltba-ln ~atlooo, a llliiUDU7 cleo<rlptlon ot lbe­
orpniNIIoo II turnllbed tor !be lntormatloo aod IUiclaoee ot all <oO<Oroed. 

a. "' 'l'be Wer Dopartmeot aocl !be ArmJ Will be orsaulaecl ao u to -
'ftcle noclu tbe l!e<NterJ ot War ODd !be Clllef of Statr a War DfparliDttlt 
Oeoeral Stall', a Orooocl l'orce, ao Air J'orte. aoc1 a Se"l* or 8oliPIJ 
OoiDIDODcl, all wltb "-dquamn to W~ D. a, aocl Ia acldiiiOD 

tbor'eto IIOdJ DDIDI>6 of on.- clepartJMala, IUk ~-ball <om-aclo, 

defentlf: eommao~ comm•Jidl 1D t.btattre ot ope:ratl~ I.Dd otbtr com­

maoda u ID.I7 be Deeea&17 lo tbe oatlonaJIIC!urttJ. Charr. A, 8, (\ and D, 
llluatrata tile orpollatloa of tba War llo>partmeot, tbe Armp Oroood 
Forc:eo. tbo Army Air l'or<ea, aod tbo StrYICOO ot Supplp. It II anllclpoled 

that tbe e.xpertenC!tl ot the Arat three montb1 under t.be oew orcanluUoo 
will lndl""to !be doalrablll(7 Of minor IDOdllltltloDI wttblo tbo prlaclpal 
..,bcll.tolooo. IIAl<oa:uDooclatiODO will be oabmltted a«o~IJ. 

•· Tbe tuo<tloao, clatlea, ODd powero of !be tbltll of tbe roUowl.,. .,_ 
art traoat~ to tbe ,larlacii.Uoa o( !be Commoodlo& Otoeftl. An111 
Oronocl J'ort011 : l ntODirJ, c .. alrp, F1alcl Artlllerp, aod Oout ArtllkrJ 
Corpo (ouept tb- "'latin& to pr<K'Ilrtmtnt, ttoroc<, aocl'-l· 

c. The tuoctlona. duU• and powel"' ot tbe Oomma.odiDI Otatral., OBQ 
Air Force (Air I'Orco Oombat Command) ano lbO Cblef of tbo Air Oorpo 
are trenaterrec! to the Jur11dlctloo ot the Commandtnc Oentral, A.rmr Air 

For(.'f:L 
11.. Tbo tao.Uooo, clatlto, aod powera or tbo Chlot of Cout ArtiUtrJ ,.. 

latin& to pJOC\IftJDent, atorac<. aocl 1oouo ""' traaatured to lbo ,larlaclle­

tlon or t11e Oommaocllo1 ~era!. Se"l ... or s-m. 
e. Sappi.J .,... aod aomcee aocl War llo>pertmeot .- aocl •coac* 

.. m tome noclor tbe dlrttt <ommaad or !be Commaadln& Ottltftl. Stnl­

or SuppiJ u lodlcattcl below: 
(1) Tb- porto of tbe otllce of tbo lli!Mr Setrotary or Wor •DP&<d lo 

tunc:tlont of procurement a.nd t_o4uetrlal mobUJI&tloo. 
(2) Tbe Buclpt AciYiaorJ Oommlttoo. 
(3) 'l'be 8urpoo OeotraL 
(4) Tbe Oblet or J::o&lnOtra (ueept with roopect 1<1 d•U run.Uooo. tor 

whleb be will lt'POrt c11rttt1J to the 8ocrttarJ or War). 

(5) Tbe Oblet 81pal - · 
(8) The Quertermuter OeoeraL 
('t) Tbo Oblef of OrclnaDee. 
(8) Tbe Oblef ot Clbemle&l Wartue S....ltt. 
(9) Prooont ou)lllly tuo<tJona of !be Oblef or Oout ArtWtrJ, aocl tba 

mWtarp aoc1 cl•lllao porooooel .. lpocl tbareto. 
(10) Tbe Oblef or ll'lnal>ee. 

• (11) Tbe l oclp AciYotale ~oraL (J:utpt wltb roopect to -rta _,... 
tlal aocl ttrtalo 1ep1 -~ tor wblcb be wW report ell.- ta !be _, 

ot War.) Tbe Oooa•aocll._ a-nta, ~ Oroaocl - aocl ~ Air 

ll'or<ta -7 ""1- lepl oploloDO tro. Tbe lodp AdY-10 aa-J ~ 

- ·-u 
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(12) Tbe A<l,latut Oot>onL 
(13) The Pro•ott Korabal Oeaeral. 
(U 1 Tho Oblllt of llpedal Ben'­
(Ill) Tbe Chief ol Cbaplotnl. 

( 18) .1.11 .. .,. ..... -·n. 
(17) All ~omll ckpoU. 
(18) Porto of .. berUtloo. atq\01 • ....., 0114 ,..aJaU.,. ADO ._.,._ 

IIH'Dt ttadool for cwedN lblp:DtDta. 
s, War Dtpartmaot Otnenl Btalr (dlart 4),-<L Tbe Olllef of 8t&J! Ia 

the Immediate od•t10r ot tbe llt<ntarl' of War oo oil matton nlaUnc w 
the mllttA1'7 eotobll>b.,.nt o..S Ia ebal'le<l b7 tbe S..:retary of War with 

tbe plaonloc. de•elopmtnt. aod execution ol tbe mtUL.IrJ ProtTa.m.. 
&. Tbe w ar Dcp~.rC:meot General Staft' under the direction ot tbe Cbtet 

o1 Stolr will coordinAte tbe derelopment ol tho ortaod force. ol the United 
8tatet and lnwre tbe ol81tnte of a weU·bllanetd and. ~ent mtutary 
,..,_ 'nle war De!llrtment Oeaerol StAir ••1m the D>let ol 8t&J! ill 

the cll....Uoa o1 tbe 8ekl GI>Ofttloo• ot the " """ of tl>e United Stateo. 
It Ia spedlkoUI dlo'llod with the datJ ol prOYICII"C oudl broad beolc plus 

u will eoable the c-moadlor Oeaen.la ot tho Al'lllJ' OI"'OII>d ro..,.., 
Arm1 Air Fo.-. Stnk<o of BuppiJ, detenoe <0111mooclo. taalr fo..,.., a od 

t.bd.ten of opert.UODI to p.repere a:od UetUte detailed procnma. 
c. Tbe War De-partment Oeoeral 8ta1'f wUIIoelade tbe toUowtna dlnalou. 

f>tc:b dl•lsJon belnc under lbe immediate <!Cntro1 ot ao Alitatant Chief 

ot Stair : 
(1) PertO• n•l Dlvltlo. (0- 1) wbleb Ia <barred. In ~nerol, with thO&Cl 

dutlee of the War DeJ)Irtme.ot General Sta.tr relatlnc to tbe penotmel of tbe 
Arnl1 1.& lndiYidUAl&. 

(2) .llUIIor'JI /ntelllg..- l)l.r.lon (G-2) wbleb le dlafle<l, ill ~neral, 

with thOle dutleo ol the War Dtpartmeot General Stair retatl"C to the 
eolleetloo, eYOiaotloa. aDd cllooemillatlon of military Wol"'DDltiOD. 

(S) Gr,.•lnllltnt ..,, 7'roi•I09 1)1~ (0-a) wllleb lo dlol'le<l, ill 

-L witb thOle datloo of the War Depert.,..,t Oot>enl St&J! relatlac 
to tbe mobl11u.t1on. traJntac. aod orp:.nt.ut:loe of tbe mll1ta17 to~ 

( 4 ) 8•PPIV Dlollltno (G--4) wbleb to <hArsod, ID ~neral, witb thOle 
dutleo of the Wor llepertmeot General Stotr wbleb relate to the aapp\1 
ot tbe ArmJ. 

(S) Wor PI••• Dlvl- (WPD) wbldlla eharre<t, In ~nerol, with tb­
dutles of the W1r t>ep&rtmeD\ General Statr reJatlna to t.be toranllatloo 

of plans and tbt 1tratqtc dlrecUon of tbe mUIC,&f'J' forctll Lo the theater 
of war. 

(8) The 8_.tlorlol, w.,. D-•1--' OeMI"'O Stoff 11 dlafle<l with 

the admlnlotrotloa of the olllee of the Ob.let of 8t&J! a ad will molntaiD o 
111......, Cooter for the ~ of S!Atr aD<! tho War Dtpartawat Qeaenl 
StalL 

4. Otl>tr War Otpcutmnt -doa (ebart A).-.. TIM L<fWotl .. • •' 
U.._ lXNI<>to, II' or o.,.,,...,., to dlarrod witb ooptnlllnr the prepara· 
t!oo of lf11atatloa rtqutOted bt the War Depertmtat, with prepari"C ,... 

portS to Com:mltt- ol Coocr- and with tho maillttnanc:e ot U.looa 
•-rt thereto. J>roporallon ol ~ru oa l._lolot!oa alr....Unc the 

Al'lllJ' Groond l'oreee, tbe Armt .llr ro..,.., or tho Bern~ of Supplt D>07 
be .. tanod to tbt eotnm&lld tonetnled. 
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t. Tbe Jllllt..-. loldll,.,.ro 8m*o, - tbo dl- ot lbo -.ot 
Cbltf of St•tr, Mllii&I'J l ntenr_.n..., VlYlloloo, War Oeoo"-nt Otn...U llld, 

wUI Ot)Croto and aulmlnlllter the eervlce ot tbe coHtctlon. compllAUoo, and 

dllltU1ln4Uon of mlltt11r1 lntelllgenee. Tbe 1cth'IU11 aod peraoouel ot l.be 

Fo,.lln Llaoon Be<>tloo of tho Air Stall are tralllferrecl to tbo ldUUuJo 

JnttUfcenct 8Hdce. 
e. D•rro• of Pol>llo R<lallo>oa.-(1) Under polldfo ~ br lbo 

S«ff!OI'J of War and tile Ollef of Sid, tbo War ~~ Do"eo ot 
Public Relatlono Ia tile·~- for tile dlaomlnatlon of mUUaq totormauoo 

to the J)Ubllc trom tbe Wor De()Ortmentt for tbe ntabllabmeot ot pubUe 

relnUnns pOIIclett and pracllee1, nnd for U4110n wltb otbe:r OoYtrnmmt 

agtol"l<'l on o1a.ttert ot mutual luterHt ln the ftehl ot pubUc relatione. 

(2) 1'bc War Department Uureau of Public RtiAUona ..UI be U1e a~ncy 

for tbe dlllrlbutlon to tbe Jl'lbllc of All War Del)artmont tnlormaUre IDII .. 

r ial of lf'Ot.ral publk lDttl'flliL 

(81 'l"h<: Wur J>eoortment Bureau or Public Relltloot, oubJ«t to tbe 

rertcw of the Dlr«-tor thereof, wUJ refer to tbt Publle Relatlooe Oftlter, 

~nl~ or Supply, publlc1C1 and censorship on aU matttn ptrtalnlnl t·• 
tJrocurement, eontrneta. I)I'Oduetlon. mat~rlel, tabor relaUooJ a_nd morula, 

.. lt'E'Chett to ,..·orkers and t'OIIImeudatlona of their t«orta. plant 1'11lta b7 lh«t 

prea. and on netl,.ltlesrtlatlot to tbe 011!\ce of the Under Secrttar7 of War. 

(~) l~obllc retaUous ollltoo of tile Commondlnc Oenerala of tbe """' 

Ground l'u....,. Arul7 Air l'l>ruo. end SUYI ... of SotJIIl7, and Olber ~" 

in the War JNIKtrtment will malntaln dlftct contat-t wl~ tbe Wa.r De­
tmr'lment Uureuu of l'ublle Jtelollons. and thttr dea.Uop with tbe pubUc 

wUI be undt•r tbe 8\l).'lerYlitlon Of t hot Bureuu. 
((!j) Jn lhO 0('111. COIHmandMA arc Jtil)OIIIIblc fOr (':ll_rrylqg out eltftbllthed 

War l)(>.pllrltUNit poJidt-1 of vublk relallonA within tbelr own comm1antlL 

J)j"ftlinp wllb the JJUblk' nt At\)' one atalloo will be coord.inatrd thf'OU&)I 

tbf. atall<m l~bUc MAlloeu. oDft. Din.'Ct conlaict btt'fltHG tbe War J)(!p&rt· 

mMlt Dul't"'ut of r ublfr RC'"Intlol13 and tvmmanden and publk ~~lkln'l 

otfttN'-;1 In th~ ftfh.t i'l nuthnri&Ml. 

4. The '"'pr..tor Otncrvl'l Dcparlmcnt tt e.harrtd In ~ot:ral wltb UMt 

Inquiry lnto, 'ind Lhe N'J)Ort UiiOO, nll matters wble:h nfr\.:ct thft f'tfti.'IC!ft~"Y 

:md (\(IOnomy ot the Army of the UnUM Statct. Dnd to ruake tuth lutpte· 

tlons. lntU:tlgutlons. an(l r<-porll u mAJ' be Jlrete:rlbfd b1 low or dlr«ted 

b,- lbe S«rotOI'J of War, b7 tho Cblef of Stoll', or req ... ted b7 tho ~­

ma.n4lln.c Otnenl• of the An:ll1 Oroo.Dd ~ ot tbe AnnJ Air Fot'ftll'. 

and or tht Sen-l<es of SupplJ, 
6. A rm:r Ground l'orc:u (c.hnrt B)..---o. Under pollc:le3 prettrlbt"d bJ the 

Chl.,..t ot Stnt!, Ute Commandln&' OeocrAI, ArmJ Ground Fortt!', tfJ C'hora:t'd 

In general wllb tbe funcUona. rC!spOnslbiiiUcs. nnd autborltica ot C<Jnuunnd 

lllthorla.ed b)' law, Army R~ulaUona_ and t\1-'tOm Ol·er lndlvJdUAll and 

uoltAI ... ,,ned to tho Ar"'7 Ooound .-orrea. 
t. The mltoloo ot the Arm7 GI'OOlld f'oreea 11 to pro.-lde croond ton.-e 

ooUa proptrl¥ orpoiJI!d, trained. aod equipped fO< combat operatloot. 

c. The Collowtnc dullea are opecllloall7 ..... 11011 to tbt A.rm.r 01'0110d 

i'OI"<'tll: 
(1) 1'he operatloo ot rnfonlf7, l!'leld Artlll<rt, <JOut Arlllleq, and 

Cantr7 replacement tralnlnl ceotera aDd tcllooll tor the Arm1 Or<~unc.l 

Porcea, lndu41D& ot11oer taodldaiAI ociiOOII for tbo ArrA7 Gmaod J'o,.... 
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(2) Tbe pro•ltlon of bOll< tralnln« tor ln<IIYI4oala In 11M An117 G-..! 

J'orte~ ln4ucted. tn t J:eeMI of replaeement lnlnloc center CAPlet~. 

(8) Tbe orcanlullon of ra<tlctl unlta u dl..,.,ted b7 tho War De!>ortmen1. 

(4 ) Tbe tnlnlnr of all tacti<AI uolta Utli!Ded to the Arm7 Grouod 

........ 
(0) Tbe orpnballon. eqal-~ and tralnlaa of oud> lull f....,. u a~ 
41~ b7 the Oliff of Stall. 

(G) Tbe d ... ,..,.,..,, of ractl .. t and t,.lnltor -..roe, tables of or­

pntAIIon, rabiN of ba1Je 1Uowa~ military dlaracterletlca ot WetlfiONI 

a nd fqutpment, Rnd operttUonal chan~tt needfd in equipment for the 

tntantr,r. Field A.rtUterr, Ooa~ Artlller1. OR,·atry, and ll)eelaltJ:ed ~mbat 

untt.a. Under the Cb1ef ot tbe Requirement• Dlt>laton, a lf'Pftrtlte 8e<'t1C)n 

wUI be ftWibllabM for 8.ch of t.be combat a.rms of lbe Arm7 Ground 

l"ortft. Bta.ded b,7 1 ~aeral omce.r from the arm ~td. eacb aadt 

-loo Is ehlr;od .. uh tho -'llbUit7 of turtbel'IDI the ordorl7 ...,_ 

Unu1t1 aod procrt~~h·e de.-elopme:nt of Itt arm. The Cbld of Ute Re­
qul~menUI Dlvlwlon wiU l"'Ordtnate the varlo\1.8 eectlonl lo tbe lntertata 

ot the AtmJ' around Fo~ u a whole. 
(7) The re•lew with the Commandtna OeneraJ, Service~ of Supply ot 

the tactJC!II dottrlnt. mtiJt.arr ebart~eter-ltt.ta of wea:pon1 and equipment, 

tabtfl ot orpnlut&on, and tables of ball<' allowances ot StniC'N ot Suppl)' 

onlta ai!OignOCI to the Ar1117 OrOttDd l'or-. 
(8) Tbe dlo<barce of perwaooel run<tlooa foi"!Mrly ll"rformed Ill the 

o- ot the Chlefo ot lnfAntr7, l'lold Artllle'7, Coatt ArtiUet'l', and 

Ca"alr1. leM Lhotle now engnce<S In tbe procu~ment of otftcer eandtd.atee. 

(OJ Tbe nsslgnment ot omeers of Lhe Armr Ground For~ lne:lodln& 

Annr Alr Fb~ a.ncl Services ot SuwiJ penoone-1 on dut)' therewith. 

(10) Tbo 10(11)17 of Infantry, Fltld Artillery, Coast Artlllt'7 and C ... al'7 

Pf,..nnd to tbe A1'1117 Air......_, !krTI<Ot of SopplJ, dt!eoae <Ommancla, 

thMttn ol operat*' and OTen!ft foreee In a«<rdaDCe wltb polldes an· 

nouti<Od b7 tho Clllt! of Stall. 
(11) Tbe tubmU.ton to tbe CommAnding General. 8<>,.1<01 of SOlllllr. 

Of sucb ~mmendattons on construction, abelter, tralnlns aids, mn"e­

mtnts. nppiJ, equipment. rent eetate, esHmates ot tunda needed for fteld 

t.ralnln~; and ttaftl, and aucll other matltn aa ma7 be nffttlll'J. 
I 12) Tl>e .,..11'01 ot Ill• upOndllure of fuo<la lllloalted to the Ar1ll7 

Oroand ...,,_ 

(18) Tl>e do•oiOI)IDOnt joloUy wltb lb• ()ommao41Q& Ot~,_l, Ar1117 Air 

l"orcu. of cround·alr tupport, taeucat ueluJnc, ud doctrine io tonto-rmltJ 
with polloi .. P'-rlbed by the Cbl<f bl StAtf. 

(J•U Tbc mlnlmt11111on of the admlnlatratl•e acUvlltee of the ArmJ 

Orouod Fo...,.. b7 utlllzlor tbe ,...let's o .. Uable 1n tho !knleee of Suppi.J 

to the mn:lmum dtetret~ tooaJstent w1tb proper t'ODtrol of the A.rm.1 
Ground...,._ 

I I~) Tbe uae or Jod- abort.u11 In pro<Odu"' to trJ)edlte oporatlona. 

8. .6.no.T Air Porcoe (d>Art 0).-o. Under poll<loa p<WOrlbed b7 the 

Obit! or S!Atf, the Commaodlog Gonerol. ArrD7 Air ,.....,.., 11 eha~ In 

ra~raa wtrh the tunellon$, rcsponslbllltlee. antl anthort Uet of command 

author1zed b1 law, Arm)' Rep)atlona, and. euatom over Individuals a.nd 
onlta .... cned to Ill• Am17 Air...,...,... 

" Tb<! m'- of tho A1'D17 Air ...,,_ Ia to poon~ro aod ma!Dtalll oquls>­

-1 ~ to the Aflll7 Air ,......., and to pro'llda a1r forte .,.ua 
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pf0110<17 -·-- traiDOd, and -IJI)fd ,.. -· -- .... ..,.-t oDd Nlotod raDCtlooa wiU be td<'Utod under tbo 41- <1 ... 
Under S«ma'7 of Wor. 

0• Tbe toltowt .. doiiN ore IPO<"IIIco\17 ••lcnod to ttw A.., Air-: 
(1) The oporotlon of An117 Air .,..,,_ ~o<tmet~t trolnlnc - - u1 

ocboolt. lnoludlnc otacer coodlclate ocboolo, for the trolnlnc of -DOl 
In pilot tuncttona and Jll')edalltt nonpllot tancltOM ~~ comMit and cr-4 
crew• an4 tn Ill dUtl('l ln\'Oh'IRJ the cart, lupplJ', All!d malntewuxe o1 
aeronauUul tl .. :drlol. 

( 2) The pro•lllon of bosle tnrlnl .. tor lndlflcloolo Ia t.bo A1"1117 Air 
Forftl lnd~-.c:ted ln uctte of repla~ent tralnlna ct"Ottr tao-dl7. 

(3) The oraanlutlon of alr furt't ta~l~l unlit u dlttt'ttd. b7 tbe War 
DtportaMDL 

(4) The tnlntnc of all tattle-at 11nJta UIIJMd to tbl Af1ft7 Alt FOfta 
(~) 1'he Or"S:ftnlsallon.. equipment,. a nd tralnlq of aodl tull: t~ N 

oro cll..,.od b7 tbe Cbld of Stoll'. 
(0) Tbe clonl....,.,ot of tactleol ond trolnl"l dodrl.., tabl• at -•1· 

utlon. tableo of boll< ollowo.- mllltarJ t ba111<'teriotlrl at olr<l'llt, 
weei'Qnt. a nd equlpulent. and oper~~tlonal Hance. nHded lft equlpeueot. 
alr<"rat~ and weapontpl!'C'u.tlar lo the Al'8l7 Air fo"Or(M. 

(1) The dlllehar-ce of penonncl tuncllone ptrtalulnc to tbt ArmJ Atr 
Force.. 

(8) Thtt UtdrnmC">nt of OCftetn of tbe ArmJ Air Jl'ol"('fl lnclu41DJ AMD.J 
Oround F"oreel and Services of SuPJ)l.7 ptreoon~l on d\111 lberewlt.h.. 

(0) The supply of air force pertonne1 and equlpanent peculiar to tbe 
Arm)" Air Forc:ee, 10 tbe Army Ground Forctl, SfM'Itell of Suooty, defenae 
rommRndl, rheaten of operation. ftnd overtel torctt: In t«''rdance with 
ooth:lrt announCf(t by lhe Ch ie-f of Stllf't 

( 10) T bt t~lpro,•al of general plaua (O\"tl'olnc 1he tonllructlon of at a · 
tiona ot abe Army Atr Fon.'ft. 

( lt) The aubmlalon to tbe Commandlnl Grn~>r•l, SP"Icn of Suwl;r, 
ot ll"K'!b rtCOmmend.atloos on con8lructlon. abette-r, l ralolnr thk mo,..,. 
mtnl., aupplJ, ftQUipmtnt. ri"al mart. ettlmatu ot fund,. end audl otbtr 
m1 tttra at ma.r be n~f1· 

( 121 The enntrol ol tile ••pooclltun ol fonds alkltltfd lo tbe Arm1 
Air . .. Ort"tt. 

( 131 The du•lopm.nt .)olnU1 with the CoiDINincll"l CH<nl, AnD7 
Oround Jo'"ort"ta. ot C"round··air tupport. cettlcat tnlntn.c. aDd. doctrine In 
ronl otmlty wUh pnlldes prHtTibtd bJ tbe Cblff of St·atr. 

(14) The lnatatlatlon of ~tttcb sptCiaUJ.fd air force fQOipmtnt and ma· 
tfor·ltl '" ma:r be prt;,·ldt'd by tbe SerTicet ot Supplt and tbe melntenant"e 
ot tuch I)OrtJou tb~rtot u Is not matntalnfd bJ tbe Stnlttt ot Supp17. 

(lG) The prt'J)Aratlon of propo!:iala and recomm~ndatloaa tor conducC1n.r 
the d" l1n eomJ~Iltlon.& authorlzrd btlaw. 

00) The ron1mand and c:-ontrol of all Arm1 Air Forff:l tltltlflnt and 
l~&<"s nol nQianed to detenec comGuandt or th~ater ronuvandf'r• aut1 a ll 
pcrlfQnnel, unha, and tnsrallatlona ther~n. l ttd tHHnc ttltlon comJ)1~m<'nt 
~rwonnet and activities. 

( 17) The tn('M!"l81on of all atr ton:t actl•ltltt In c-onntct lon wltb the 
r('l$('n~h., denloomeot. procurem~nt.. t torap. IUPftlJ, &nlllnttnlln('(', a nd 
final dl.JPMlllon at mUitary alrURCt. a('('HIC)r1H. tuDf)ltH. taellttlf'l. and 
ll"ll'lrt~attce!l ued 1n coooectloa t~rewltb. lndudlnl t«hniNl l~on 
a nd tbelleuaoN ot pertinent tedlnl~ll.nlrructlona. 
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(18) All a-1 -- ot tile .1.1'1117 .t..lr l'o....,. onopt f« -
uo1ttl tbtftof ...S.:Ofd or attacbed to otb6 C!OGUDaDde. 

(10) 'l'be mlnlmlutlon of tile admlnlotraU•a actl•IU.. of tile ........, 
Air ll'o,.,.. bJ otlllalnl !be ..,.,_ anllable In tbe l!erfl<ee of 8UpPJ 

to lbe mu:lmum ~ conat•tent w1tb. proper control of tbe A.rm7 Air 

Foroeo. 
(20) Tbt ,.. of judlc:louJI ahortC"Oto In proceclura to upedlte operatlono. 
T. lltrvlooo of 8vppl7 (dlart D).-<>. The dutleo And mponolbllltleo 

J)lll!ed on the SeeretarJ ot w ar b7 ~t1on 0. ot the Nbllomtl Oetenae Aet. as 

1~udNI, abtll oootJnue toM performed bt the Und~r S«reU.r7 ot War. The 
t:Mfft'li•r ot ProdDd.loo &hill cootlnue to perform bl1 pretent eervtees report1nc 

dlrl!<t to !be Under $o<rel11'7 of War. 
• · Ttle Comm.and1na: Geoeral. SerYI(C!It ot 8oppl7, &balL on Pl"'c:UrftDent and. 

rtlated maue-ra. a<1 u:nder t.be direction of the Under &ttffca..,. ot War and 
obal~ oo mllltaT7 _t,_ repon to tbe Obltf of StAlL Tbe c-mandl01 
o-ra~ S<r<kft of SOJ)I)IJ, lo <barwed In -raJ wltb t.be fun<tlono, 
reopooolbllltlta. and aotboritl.. of rommoncl autborlud bJ law, Arm7 
Replatl~ ud tutom OYH (J)diYlduala and UDICI alllped IO tbt Sen-lea 

or 8uP1'11· 
o. 1'be mlulon of !be &m.ea of BoppiJ Ia to prcmde oe"I<H ucl 

ruppUH to meet m1Htal"1 reqol~awnta f'J'ctpt ChfW J)f'Cullar In t~ Al'm.J 
Air Fol'ftl. Pf'ocurtm('nt and related tunetlone wlU be Uf'C:Uted uuder 
lhtl dlret.'tloo ot the (loder Seeretoi"J of War. 

d. The Senlcu ot Supply eon80IIdatett unde-r the Jurlldtctlon ol tbe 
Oo•n•nandlng General, Services of Supply, the IIUJ}I)ly arms and aervlce5. 
Cf'rlaln •HlmlniiCratlve aenlce8 o f the War DcPI.rtmtnt, ee.rt"h1 ptt.rts ot 
tht "mt'f! ot t.be Under SecfflA.Q' ot War, certain boo.r<J1 and committees, 
~ner•l dti'IOtl. porta ot embarkation and auxlllarle~t Atld t"'rp:snrea\&. wltb 
t~uch auu•lpmattlon, realloautoo ot dutltt;, and reorpulucloo n1 la oeces· 
IIU)' M IUIVlNble. 

.. 1'be lol...,..l~ dutl .. tre apec:lbll7 Ull&:nt<l to the Se,.....,. of Supply: 

(1) Tbt d.JrtdJoo and SUPf"Won of en.c1ntoerluc retHrc.h. deYelopmeu~ 
proeurtmtot. stor&#-- and dlllrlbutlon o f •u:ppllee aod equlpmeru. ext'f'J)t 
tboet peculln to tbe Army Air Fof'Ctlll. 

(2) Tile <OCabUallJ-t of purdl.ulof aod <Ontnactulll policies aod P<0-
<04.,., 

(S) ~tloo and tralllc <OOtrol. 
( • ) Coo...-loo for !be Arm7. 
(0) 1'be <OOaolld.atloo of p....,._ ao4 ffi!Uirtm•nc. of t.be Anot wltb 

the P"'OrtiDI ud rtqoJrementa re«lnd trom Dtten.M AJd and the Sa'7 and 
procured bJ tbe t.nlq, 

(8) 1'be oe<urllll of War Depert.,....t fllndo, tbe arran-t for tbelr 
d<leo10 and Jootlllc:aUOfl bttore tbe Buraau of tbc Budcot aod Cone,..... 
and tbc ooolrol of !local polley. 

(7) The odmlolatraUon of 1111 tuocUont which are Arm1-wlde Ia ecope 
and Wbldl pertain to penonnel u tndiYiduala. bolh wllltftr)' and ctvllltu1, 
to Include PremUhart lraloloc, moblllaatlon of h)(luttrlal ma_ni)O~·er, and 
htbor ttlatlooa. 

(8) Tbt operallon of repla~ment ualnln.IJ «nfe.l'8 aad atbools tor tbe 
IUJ>PIT •nno and .. "1"" in<lodlnc ollloer .. ndldott otboola. 

(81 Tb• pro•laloo of baolc tralnlllf for lncll•lduala In the Senlres of 
8uPIII11odu<tOd lA .,..._ of replo-t tralol~~& t'<!ntor <aJ)Ilc:ll}'. 
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( 10) ne _.noa of oJI re<el)tlon Cft\1 ..... 
(U) Tbe orpoluUoo at So_rvlcft of BaPOiy ullll u dlrtct..S b7 111o 

war Oel)fU'~t.. 
( 121 Tilt training of all Gollll ••tanO<t to tbe Servl* or 8uPI)f7. 
(13) Tbe tuiltlnmeut of otnce.ra of lbe Serv1Cftl of Supplr, lnchKIIOJ Armr 

Air Fort'H and Armr Oround FoMH pereonael on duty thmw'llb. 
(It ) The OIIPPI7 of Servlcee or Supply P"rOOnnel ond uultl to tbe -"..., 

Atr l<'ort'('¥. Arwy Orouod J'otctS. theetel'l of opentlon' and ovenea tol't'tl 
In tt('('lln..luDt'C! with thl! polh.1ea announced b1 the Chlfof uf Sb&rt 

CJG) The denlopmcnt of tactlml and tratnlnr doctrlnt . htbltt of or­
, 411ta.auton. tablet of butc allowan~ ntiHtary charuttrltt1C8 of WMpone 
amd Mlulvmcont, and OJ»e.raUonal chancMi: fttf!(JNl In rqulp1ut11l for t.be 
Set'\ h-ee ur :SuJ>PIY aubject to the quaiU\catlon llaU.'dln flll,ragra,ph Gc(7). 

( HJ) Th~ ('t)U&mand and control or all •I allons f'Xf"f"''K thoee •••cued A.rln.f 
A ir f 'ol't'f'l, ck•fenM: rom.mand&, aatl t.bHttnl of opentfOOf. 

1111 Tbe,... of Judklolll! sborlcutllu .,_turo to tllllt<llte OP"rotloos. 
e.. The follo•·lnc Mrdt.. uempted al•tloat. mllllarr aala&ou, ud ~ 

m~lou• ar.- placed undH the JuriidioeUon ot the authorltr ladh:ated altu 
tbt-1 r t8peC:th•t n.mee: 

t'UM Rtf,.IWCNcl••t-'•l"fJr 

Air f\1r1• Bon rd- .. - -·-------- Contm"ndlnl (:rntral. Arm.r Air 
1-'orcet. 

Oaule Mouumeoll Commillllon_____ The f.trt>eldtnL 
Jl.etleh Ero.Jou aod Shore Protection Chief ot Enclneen. 

Oonrd. 
uoerd of CommiiJ8lone.ns, UuJtt..'<l Secretary or w.,. 

StRlel Sotdlera' Burne. 
Uot~rd uf Eu.rhu .. ocl'" lor Rh·tra and 

Ht1rbu,... 
Uudget Ad•laor1 Cow.adttee-----

Chief of Encluerere. 

Commaodlnc Gtnonl, Sen·lcee of 
Soppf7. 

Calllornlo Oebrlo Comml.oiloo..-- Chief of E,.l ... n. 
Cowm.ond ana o-ral Sid Sd>ool. Commaodlor o. ..... ~ lle<'rl<te "' 

Ol....,tor or Oet.- AIL----

Sum ( .. rrl<-!>lu., oud doctrioe 
under ••P""'-loo or G-3, w. 1>. 
G. S.). 

Commaodlor Guoral. Senlcee ot 
sum. 

ladualrlal MUbtll.utloo Board.__ Oo4H:r 8eerttal'7 of War. 
)IIIJtarJ Mlutooo _ War P\&DO Olflolon. War Depart· 

Mllltor, Polk< Board-----­
AIIul&aippl RJver Commiesloo..---
Motlon Plclu~ Rntew Board_ __ _ 

Natlonel Board for tbe Promotloo ot 
Rift• Praot1ce. 

l)boto Newe Bo.rd----- - ---, ... 
United 8t•ttiiJ ltllltar7 Aeadem.J, Wee:t 

l'olnt. N. Y. 

mtllt Otneral Stall. 
Provoot Morobal Otntrol 
Cl>let of Eortneere. 
Bureau ot Public Relatlon~o 

Oomlllandlq Oenera.l. A_rmt Ground .. ....... 
Bureau of rubtlc ~lallona. 
Commlndlnif Gtnera1. St>rYioel ot 
8nt~.r CtttrriNinm 11111 dortrtne­
und••r IUJM''' ltdou ot 0-& W. D. 
o. (1.). 
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,.u.. .,.,.....,... • .c ....... 
War l)eport..l'Milt Dfc'Onttlons Boarcl--. Oommandlng Oeoeral. Sen1eee or 

8uwt1. 

war Dt"par-tlPC!t:ll Uniform Doord- ... O.mtmnudtoc General. Bente. or 
SoootJ. 

Harbor Oetenl'e lkNtrd .. ~--·---···-- Abolhthtd. 

o. War ~pnrmwot rt-laUontlhlp wUh Joint ecllvlllet~ will be mel_otAlned 

b7 tH autho rity tnt11e:~ttd: 

rua. 
A ff'OOIIUUtal Board-----··---­
~ a Dd XIY7 Wuntt1on.t BoarcL .. -
Jolnt Arm7 aod Navt Board aod 

Planntnc ComJDltt& 
Joint AnD.7 and Na.-y t•ommlttee ou 

Wdto~ o Dd Rt<THlk>a. 
Jolat AnDJ' and N&YT $6Kt1Ye Sin• 

weo..Juee. 
l otnt )JUU.arr Co• m a n lea t Ion • 

Boord. 

RlltMIMf. lt ••tMrltp 
Under Stcreltr'7 of War. 
Under Serretary ot War. 
C'bt•f of !toiL 

ComrulllndiQI Oeneral, s.rn... 
Suppl~. 

Coo111U1ndlOC o. ..... t. Senl«o 
Hu1)1>11. 

Como\andlna o ..... ra~. S."l«o 
SuvpiJ. 

uf 

Of 

Of 

10. Admlnlltratl'fe protedure to tbt nf'W orpnlaaUon wUl tontorna to the 

~--= . II. RoNHng, rv.lodW. oPMf fltldAIUI IJ( f'ddftAA,.., M "''"""'''ftliOnl.-(1) In 
both the war Depanmeot OommuniC'atlon• C.nte·r ( 81g. 0.) a od War Dt· 
partmf*nt Pot1 omee. m~ll wUI bP delh·tred lH• add~. 

(2) ln tbe future, malt and d ltPftiC'hNI, f'XCtJ)l ot provldf'() In (4) belOW, 
wUI no longer be addrCMed to Tlttl Ac1jutaut O~oeral , but to tbe­

(a) Chltt ot Suttr, Unhtd Slilltt• Army, 
(b) Commanding Ofonflral, Arm1 Ground Jrortel. 
(c) Commaudi.DJ 0Prwra.l, Armr Air Jl't'U'ffl, and 
(I) Comm~ndhiJ O('ntral, SPniC"N nt Supvlt 

or to sucb •ubdh·tal~fl.l ot tath tht.-..of • • m•t bt approprtate. 
tS. JrlaU aDd dis&••~ addreaed hi ntf> Adjutant <nnenl .. ·tJI be 

~"t'd. eorted, and dfllrtf'fd to tbe pn.~per a~nc)'. 

14 • f~en~ rf'ladnc to thto f ttUowlnl will be ad.drf'S8ltd t.o ~ 
AdJutant Ofll.tnl: 

(e) P•rrr:~anent ptf'tlf'ln!'lof"l nomrds Co~rw. ~lltted men, Orpnlud Rl'-

ttfT'ftl. ~n'f" Odletrt: 'J'Ninlnc O;lrJW) . 
C•) ClnMUk·ll11on of akUI'(. fthiiiiiN, and aptltudf'& 
(c) Marhlne ~ntOnnel rerord&. 
( 4 • Nalional Guard Bun'au n trJirt. 
(1'1• C'of'ltMmance to per80nntl a11ormenta. 
(f) l-''llbiiC'atiOn& 
(I) fulll11l J)I'O('uremenl • nd f'MIJnmf'nt of omcer& and enl b'ted mtn. 
( II) T ronAfers ot pcnonncl bt"tween aoy two u t: t he tollowlns : War 

Dt-pjtrlm4'nl Oenernl Stan', Army Air J':o~ Arm)' Oround eorces.. nnd 
&niC'("I ot SUJ)J.IIy. ' 

(U Serxmll lona trom the tervlce M f"ttfteera. wnrrt~nt omt<ers. end enllste~l 
mtn. 

(f) Ard>l<to. 
( t ) Ad.mlnt.straUon ~aun, to appolntmtnt a nd adm1811ooa ot e~~dt-ll 

to tbe Uulll'd States llllitarJ Andem7 aod tbelr lt'l)l.raUon tbt.retl'om. 
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Cl) OOvtil -~ - -- cc tile Ullltecl Btatoo DlodpUAIUJ ·­
aDd of aU ofrt'Ddera lfAt tblrttO for t(W'I0UIDIGt aDd dettatioD. 

<•) A1'1111 Po.tal !!enloe aD<I AnD1 eo.mor lltnl<e. 
(6) Tbe Ohlef of Btatr, lh4l Oommandlna C*noral, ArD>7 Oroand ro....., 

and the Comman41A& <aAeral, Anll7 Air ro.-. IDI.J fo""'rd 10 tho AdJuloot 

Geoeral of bla coauna..D4 or to Tbe A4Juta.Dt ~otrat. routtoe •••PI tor 
ad.lon aDd aonu. 

(6) C•••o4r ol COMM•MIHIIOIII .-(o) Tbe Adlataol O.DtTal Ia Jhe ...,. 

todlao of the perma.nent r«enll of lbt W•r Dfparu:oeot. The Cbltf of 

Smtr, tbe Commundtna General, Arm1 Ground F()n:ts. the Comm~ndlf\1 

Oencrnl. Army A i r Forus. and the Cotnmandlnc Oeoertd, Setvlttt ut Su~ 
ply m11.1 tttobUsh Ales o r tttnporo..,. recor<S whleh wUI be trauattt·rect 
tCI Tbe AdJutant O<!neral wht'.n no k>nger curre11t. 

(t) Tbo Chlet of SU>Ir, the Commandltle o.n .... ~ ArnU' o ..... nd F..-. 

the Commaoclln& Genenll, A1'1117 Air Forces. aD<I the Oomm•Mioa <antral, 

S.rTI<H or Bopplr, ... m ~rt to The AdJutant <anorut the ft ... that •~ 

to remftln In their pcnno.neot c:uatody, and tbat a.re to be u empttd tram 

('(lntrol ot Tbe Adjutant General, 
(c) Bec:ord• ot the General Oendqoarten, the Chlet of Jntantey, the 

Chief of Field Artillery, lhe Cblef of Oa•·alry, and the Cblel ol a.. .. 
ArtiUUJ will be tram<ftrred to the CommaD<IInr Oeoeral, Army Ground 

For«'' for tnJitable 41apoeitloD. ll«onnl of the Cblet of the Air ()of1)l 

and or the Commedlna <aoeml. Air l"or<e Oombot Coaui>anG. • IU bo 

transferrtd to the Commandln1 Geoeral. Arm7 Air ro~ for eultable 

dlspoaltlon. 
b. Orpo•lzalloK ot ""'"•P• .. .,,.,.,,- (1) Tbe Chief of Stall, the Cam· 

mon<lln& General, Army Ground Forces. rbe CommaudJoc General, Armt 

Air Fo~ and the Comntlndln.c Oen('tal. Sen·kft of ·suwlt. will e.tabUs.b 
1\K"b •uea:aae center. u may be deemed ne<ftiiJ'7 to d.lttrlbute mAU 

a.D<I dllpatdlft, ,..,.rd.,. to the War Deportmeot Poll Olll<e the 1-tlc>o of 

t.bf> meu~ce ~ter aDd Ute a.ctndee and otl5cft to be lftTf'd. tbt:rtfrom.. 

(2) u .... l" Centtr oraantulloo and pro<edure will pro•lde ~pe<lal han· 

dlln& for the tollowln& clusee of mall and dlll)ltebet: 

(o) aftiSftl:l'l reloUnc to command and combat operations. 

(b) Other coded m .... ,.,.. 
(c) Cla oalllfd mall to IDCiude aecret. eonftdeotlal. aD<I reolrl<ttd IDIII 

lnd dtapatdlft, 
{3) CoiD.IDio41ng 0eoera1o, AnD7 Air J'or<OI, AntiJ Groand ""'- """ 

ServiCN of Supply wtu. u 100n at praettcabte atttt ~.PC. tumlah War 

Plan• DIYiaton, wa_r Department Oeoernl Statr, wltb a copy of all tllftP~ 
re<:(!l'f'ed b.Y them trom eentCM outside the continental limits of che Untted 
States pcrtalotng to current or projected combat operations w'benever lM 

orJt:fnal dote not lndleate tbat tbe ·war I)(>oparUDtnl OommunJcaUont Otote.r 

baa aeat a C'QP1 d11ftt. 'l"be torecolD& t'OJJlZDindtra wiU. u eoon u pradkab\e: 

alter ~lpt tumlah the Aoalllltlt Cbl<'f of SJalr, G-2. War Dfport....,t 

a....,. a Blair, wtth a <OPT of au .,... ... ~•....s b7 thtom Cram_...., oot· 

tide lhe ~t1nentalllmlt1 of the United Statftl pe_rtatatnc: to rombat lntf:lll. 

gt>:n~ whenever tbe ortctnal doe,. not lndtcoro tbnt tbe War l)epart.ment 
Communtc:aUons Center bta eent a copy dlr<'Ct. Sllfcgu11rdlng meuu re&. u 

pre«rlbtd to AB 88()....G. wtll be taken lD tbe preparation. trAntmta:IOG, aod 

<Witodl of lb-eopl& 
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(6) &eta acnc1 t. (o) ...,.. wUI .....,. appropril.te tblrd. toutll. .., 
&tUI lifUifft to ....uJ ....,, ...... 01 tiMtr ftllldUl4. 

(e) Wu Df'pl,.,_..., a...al•c•«~ ut ~ M tot--.: 

I. OlttC ot Stall', U. S. Ar..7 WDCS.t. 
t. .u.ucuc (.-.,ttt ot lll.ff, ()o.J WDOAP 

.t. AlMII11ta.nt Clllrf Gf 8C.II', o-2-------- WDOOI 
-. Atabtuc Cblt f o1 Ita«: G-4.------- wooer 
~. Alllll.oltnnc Chief of ~Hnll', 0-4.---- -· W0008 
1.. A1111t.tnnt CJ11d ot Jtratr, \\11)0- ...... -------- WDWI•O 

(4) C'ot>nmtl lnQr lltUOilll&. 
/ , WI""• n'f'IIN to rodUi l'IIOre 6Hir'f4. tbt' cerm ··re~J t'C!QUN ttd" will 

.,. i~ttr41oto tblllocll ot lhf! ~or ~fUN'. 

t. 1~1rn wrll bNr •• ldNHtrlna Q'llllbollt lht I7IDbOI .,.c,.. to. 
ldi"'ltitJJIII' U..lpfd6t ~ ol prl!llerotiooa wtlhla tM onrtaa•l .. 
.-ce Ia t. -. b ....,..... ,.,loc......_ oad ._, .... _._I'M 

Milt Ia , .. ctMt, tbe -.e will cto. wiU. !.be ~ .....,. .. , 

fW~ ..,.,._W.tUJ'lMC&F...._ 
01' _...or nne: Sct~;~;~uT or W•• : 

Ot'ncut.: 
J . A. uu o, 

Uo)or On.f',..l, 
1'.\e A4}WI11"1 OCIICif'OL 

G. C. loiARSfiAU., 
CW6f O/ 81a6. 
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(Ofllf'S OF ld 
t N&IJI(lfi.S 

Mf OIC &l 
QC.NJtTM(NT 

(• ) Nh .. '-lr•l ... fw , .. - .. _,,_,, 

hl ....... _ ""·· ,.. ... - . IIOC I•tl .. ~tUwtl• (II# I lor fWCI'O •- 1•--"o •II~ 
...... ""''"- ···· (c) •·•- I if •tc~• tr-to. 

(I) (td - • II .. l ... ltl• h roo-11 .. '"' ( .. ,,. ....... 
If --I ,..._ .. lot tt Ito f-U-. 

~~ .. _h II•KI t• '""""'•' .. illw f w C ... ll f-U - . 
(f ....... .... ' ---'· - · - · ....... , .......... . ....... ..,_. 

OlPAIItTMIMT 

(t) ·- ·- ....... , _ ._.., ..... . ......... -
,_,......,.. ob tl- 1 II• I- • II• l.lr ••• f• ···-· ., , __ 

l',j ~~-·-•-It f-U- fll UCo 
~ . ........... If . .. ......... l hfhl- .. _,,.. ... ·-··-· IH ..,,_ ,, et .. tt 6catl•, _.....,... , .u--.., 

..tl_l ....... _ 1 .._ ..... . .. , . ....... . c•• ........... , "'" ....,.....,, ., - ,.....,,.., _ ... .. _ ...... ... _ .... ............ . 

• 
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APPBJIDDr C 

TABULATIOIII_.IIIO TIIAJIIRa AIID AIIIQIQQJfTI 
wtTIIIIf 11m ARYlCD Or IVPPLT 

POII)IER MSIGNM:&HT 

1 """'I' Dlritlon, G-4 (Leoa 
' personnel ret.alntd Ln 0 · 4 War 

l)tpartmtnt General Sta!t.) 
a. plaMlz>& Branch (Parts of) 

Plannl:>& Branch (Parts of) 
b. G<t.enl SUPIIUh, Speclal 

SO.J!IIIItl and Arna & Aa11nunltlon 
SectiORI of SuJ!IIJ;f Branch 

c. Plannln& Section or Supply Branch 
d. oeleMt Aid SecUon of SUpply Branch 
o. Depot Section of S•pply Branch 
!. Fl•cal Branch 

1• COftlln>Ctlon & Real £alate Branch. 
(Le06 PlaMlnc & COC!Irol SecUona.) 

h. PlannlnC Section or ConstrucUon & Real 
Estate Branch 

1. Control Section of Construction & Real 
Est•te Branch 

J. TreMpo.Utlon Branch. (Leu Motor Sec.) 
Motor section 

t. Devolopment Branch 
1. £xecullve OUie. 

(I) Opontlono 
(2) Admlnlatntloo 
(3) Reports & Control 

I. Olllee o1 the U""r S.cretary o1 war. 
a, Resourcee Ba~~.nch 
b. StatlsUce OlvleJon 
c. B.pply Arma DIYiolons and Ctlllnl 

01tlee, Procurement Branch. (lAaa 
Defmoo Aid Olv!alon and Air Corpa 
Dlvloloa.) 

d. Contract Otvtatoo, Procurement Branch 
t. Defense Aid Oivtatoo 
f. Mllltuy Requlrtment.o and SU,pplloo 
r . AdmtnJstn.Uve Brandl 

(I) Accounllnc and Finance DIYlaloos 

(2) -.Jon & Wor matton Olvlalona 
(3) lnduotrlal Wormotlon DIYialon 
(4) Mllltary Personnel & Civilian 

Employeu Divis ions 
(~) OUlce Service Division 
{6) Tu Amortization 

('7) Advance P,yments 

(8) Dtleptod OuUee 

UIIGJODHT Ill 11m ... VICD o r IVPPLT 

Sta!t • Requlrom""ta 
Sta!t • Oporattona 
Olroctor of Procwemont & Otatrlbutlon 

SWf - Raqulremont.o 
Sta.U • Defense Aid 
Oeneral OtpotJ; Dlvlalon 
Sta.U • BIM!cet and Financial 

Admlnt.otntlon 
Chltf of EJ>c!.neera 

Sta!t - Rlq\llrem..U 

Stall - Control 

Trltlaport.atlon Olvtaton 
St&U, .. OperaUona 
Dtroetor of Procurement & Dlatrlbutlon 

Statt - Oporau.-
Stalf • Admlnt.otntlw AaalaWrt 
Sta!t - Control 

Stall ... Re.ourcea 
Chl tf of Administrative Servlc .. 
Director of Procurement &Dd Dlatrlbutioa 

Dt.Hdor ot Proc:u.rement and Dlatrlbutlon 
Sta!t - Ottonoo Aid 
Sta.U • Requirement• 

Sta!f, • Bwtcet and Financial 
Ad.mlnl.ltntlon 

Remolna In o.u.s.w. 
St&U, .. P\lblJc: RelaUou and lnformat:lm 
Sta!t, - Admlnlatratlft Aaalotaot 

St&U, • Adm.ln1atratlve Au1atant 
Stall, - B~et and Financial 

Admlnl.ltratton 
Dlrector d. Procu.remeot &Dd Dtstrlbut1on 

Remolna 1D O.U.S.W. 

APPENDIX C. 
Pap -1· 
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•••lift' • ,_ mva:u or..,.. ... , 
lld,-~Aid 
lld,-Jiolllllt..tn rt·• 

,& ... !pt. " 
8ld, - 8allpt ODd 1"-.J 

Ad-C!D 
atatt, - llUdpt ODd l'baDc:lal 

AdlllllllMfttb> 
AdJu!aatCiaeral 

AdJ!llaat a-n.l 
Tnlwportat!C!D Dl..t.lC!D 

Com=Mdllll o-nJ, ~ ol SOpply 
Comi>!&Ddllll o-nJ, Sonleea ot SOpplJ 

Tnuportat!C!D Dl..t.1CID 

Com-..llal o-nJ, s.mc. ot 8ar>PtJ 
Com=""'ac o-nJ, - ot 311>P11 Com-..llal o-nJ, 8enloeo ot SOpplJ 
Comi>!&Ddllll o-nJ, - ot SupplJ 
O.U.ral Dopala D!..t.iOD 
Sta!l - -1 
Sta1l - TralDIDI 
Chltf ol Ad-ft Seni-

Chltf ol Ad...-tift Sonleoa 
Chltf ol A~ft Sonlcu 
Chief o1 Ad-n Sonlcoe 
Chltf ol A-ft Son!CM 
Chltf ol Ad-n Son!CH 
Chltf ot A-n Son!Cft 
Comi>!&Ddllll a-n.l, SoniCft ot 8ar>PtJ c .... _ ... ,.,. a-ra1,- ot SOpplJ 
Chltf ol 8poclal S.nlc:ea 

Staff, ... Pvz c Dll 

~~a-n.l 
lllaii,•Pw I 
Std.,. Pa 1 
lllalf, • Pw OODtl 

Co-m 'llac o-ral, Son!.,.o ol SoppiJ 

com-.,. o-ral, S.nlc:ea o1 SoPPIJ 

Chlof atc-1 Ofllcor 
~ Doputmoat 
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TREASURY DEPARTMENT 

INTC" OII""P'ICE COMMUNIC.AT10N 

OA'tC ....... rc: . .1. 7 , 1~.,..;. .. 

TO Secretary Yor1entb&u 

•- W. II. TbOOipiOI\ ,., 
I b&vo final.l7 aucceeded in obtaininB (throulh llr. Butman's office) 

a copy of the tentet1Ye dra.lt of the proposed order on transportation 

11hich was recent:!¥ discussed in Under Secretaey Patterson' 1 office. It 

bas not been a&reed to b7 the War Departaent and I aa told tb&t aDOther 

-•tinB will be held in the next day or two. When the final order ie 

a&reed to, I will obtain a copy tor you. / r _ 
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COO!!DINWON QF !Y!ffi5!IC Nip !Xj>t'Jj TJW!SI'O!!I,\UQI 199 
To upe4ite .., .. _,t or overseas abiJaenta thi"'OIjjb porta or tranashipaent 

111 
eoordinatl.nB the land and marine transport ageneie11 

IT IS DIRECTED: 

1. Each Govel't'lllent agency ID&Id.ng or controllinll overseas ahiJaents will 

rue Md ~~~&intain currently with the War Shipping Administration a periodic 

IDC)vil\g forecast or ita requirements thereof; 

2. War and Navy Departments, with reapect to veasela owned by them, and t.he 

• .,. Shippl.ni Ad:oiniatrstion, appropriately coordinated with the B.lt. of w.T.• 

,A!l>'OIIj!h the Catbined Shippine Adju.stment Board and with other shipping authorities, 

dll r- tiJoe to time Wocate shipping apace ao !ar u anilable for aucb 

rtqUirea:enta, in accordance with established priorities; 

). Authorization to move articles !or export !rom point ot production or 

storage to any port will be required !rom the Ottice o! Defense Transportation 

In colloboration with the War Department and the shippil'l/; authorities controlling 

the shipa in question; authorization will be ioaued 1n accor<lance with the ehipping 

ollocations and will only be withheld in cases where conBestion necessitates 

such aetion. 

4. Tranoport4t1on o! ouch abi~ts to the port when eo authorized shall be 

arranged by the exporting Government agency or, 1! and eo long as naadnated by 

such agency , by the War Depart:oent as its agent, and under such directions o! 

llOT....,t as 1M;y be given by the Ot!ice o! Defense Tranaport&tion; cOilZ!ercial 

export shipments being arranged under regulations to be eatabliahed. 

S. This Directive ehall be et!ective ae to sl.l ahipmenta made after April l , 

•Brittoh lliniatr;y or \~ar Transportation. 

Administrator, 
War Shipping Administration. 

Director, 
O!!ice ot Defenae Transportati on • 
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AID TO RUSSIA 

Present: J.Ir . J.lack 
Mr. Haas 
lt!r . Tickton 

March 17, 1942 
11:05 am 

199 

H.M. JR: Now give me the Philadelphia storr. 

MR. TICKTON: There was a meeting called'yesterday 
by the Quartermaster's agent to which I was invited, 
because I accidentally happe.ned to arrive bef ore the 
meeting started. At that meeting were the Pennsylvania, 
Heading, and the Baltimore and Ohio. Not the big shots, 
but the freight agents, the men who actually handled the 
cars. Representatives of Jmtorg, also the fr eight men 
of Amtorg. Representatives of Yoore-YoCormack and 
r epresentatives of the dock companies, the people that 
run the docks . The meeting was to t ry to thrash out 
same mechanics whereby i t would be possible t o get 
these cars to the ships quicker than they have been 
doing. The situati on last week wee as bad as the week 
before, if not worse . There were six hundred cars that 
were ordered between Thursday at six p.m. and Friday at 
six o.m. , which were supposed to have arrived on Saturday, 
and as of Monday morning only two hundred out of those 
six hundred care had been brought to shipside . There 
were three ships in Philadelphia yesterday that were 
actually idle. Nothing was being loaded on them, absolutel y 
nothing. 

H . ~i. JR: Wait a minute, let me just get this. Six 
hundred--

YR. TICKTO~: Six hundred freight oars. 

-
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H.Y. JR: Cars ordered--

YR. TICKTON : Ordered for shipside. Those cars 
are in the Philadelphia area . They were ordered for 
shipside between six thirty on Thursday and six thirty 
on Friday, 

H.M.JR: ~etween six thirty Thursday and--
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MR. TICKTON: Six thi~ty Friday. Those cars should 
have all arrived some time on Saturday. On Monday morning 
only two hundred had arrived. 

YR. UACK: Those were ordered in from Harrisburg? 

MR. TICKTO!I: Those were in the Phil&delphia 
environs. 

H.M.JR: Philadelphia area? 

l!R. TICKTO!l: All right, 

H.J.!.JR: What do they cdl it? 

UR. TICKTON: Philadelphia and environs. That ia, 
that covers a hundred miles around Philadelphia. 

H.K. JR: Is that how they speak of it? 

llR. TICKTOtl : Yes. That covers J.ltoona and 
Northumberland and those places , Those cover all three 
railroads, and no railroad had delivered anywhere near 
fifty percent of its re9uiramenta . Yesterday morning 
there were three ships 1dle, one at Pier 78, and one 
at 64, and one at--

H.U.JR: Monday a.m. three ships were idle . 

MR. TICKTON: And ten ships were loading. The t hree 
ahipa nere idle because of lack of cars. Ten shivs were 
loading cargo, but on those ten shipa they had thlrty­
five ganga of stnedores working, whereas a normal 
load would be fifty gangs of stevedores , 
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H.~. JR: L~ading in part? 

MR •. TICKTON: T? two-thirds capacity, let us say, 
thirty-f1ve out of flfty. That was the situation yester­
day morning. Those figures wer e quoted by the Amtorg 
man end were not disputed by the railroads, au~ hdre 
a~ltted by Uoore-MCCormack. That was the situation as 
of yesterday ~orning. Now, as a result of the very bad 
situation last week, the Karitime Commission suggested a 
plan whereby the Russians refrain from designating ears 
to go in a particular ship. but instead designate cargo 
and the railroads would agree to put on certain tracka 
all linea of aluminum on one track, all lines of steel 
on another track, all lines of braes on another track, 
machinery on another track, ao that if Amtorg should 
say in boat number so and so put in three cars of brass, 
one car of steel, the railroad would only have to pick 
those off of that line . If that plan had been set up 
six weeks ago, they might have made a lot of progress 
by now, but it is only within the last three or four deys 
that the plan has been worked out, and the Pennsylvania 
told us last night they would have all their cars sorted 
out. Up until now if you wanted - Amtorg would specify a 
car and that oar would be in a string of fifty other 
cars, all with similar commodities, but because Amtor~ 
happened to specify that car and the car was in the ~ddle 
of the line, they would have to break t he line apart, 
pull out thirty-five cars to get that middle one, and 
ship them all back in again . The railroads didn't know 
enough to tell Amtorg that those cars were all the same 
kind of commodity, and Amtorg didn't know where the cars 
were because the railroad never was able to tell them 
in what specific yard a particular car was . 

H.W. JR : Who called this meeting? 

Lffi. TICKTON: This meeting was cella~ by the 
A~' a representative at the specific request of imtorg, 
who asked that the big shots be eliminated, because the 
big shots had a meeting two weeks ago in which they 
pramiaed that everything could be delivered within ten 
hours, Actually now, the operating men think twenty-four 
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hours is going to be a tough lob. This, after they 
have alreadf sorted out all the oars. In other words, 
on the basis of the old system where the vice-
president of the railroad promised ten hours, the beet 
performance ~hat they usually got was about three days . 
Now they hope to be on a twenty-four hour basis, but 
the Moore-MoCormack line people are not aura they will 
be able to deli ver the stuff within twenty-four hours. 
Part of the problem hes been the fact that the railroad 
people - I can't say for myself that they are incompe­
tent, because I don't know anrthing about railroad 
freight management, but it appeared that they are inept. 
That is, they don ' t have the facility for making a hard 
job any easier. There have been, for example, a group 
of cars--

H.U. JR: Well, don't give me too much--

J.!R. TICKTON: Well, I mean, the cars--

H.l!.JR: Welli that is enough. I can 't get too 
many details . Wel now, is that the story? 

~. TICKTON: That is the story as of yesterday 
coming. 

H.U. JR: Well, it is no better, is it? 

J.!R, HAAS: He says there ie jealousy between the 
roads , 

liR. TICK TON: The railroads are competing ~lith 
each other terribly. Reading shoots something 1nto 
Pennq when Pemq haen' t any facilities to take care 
of it. 
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H.L!. JR: It they would send me up there, I would 
straighten it out in twenty-four hours . 

r.m. HAAS: Sure. 

Lm. MACK: The ot her morning you recall a remark 
made qy one of the Office of Defense Transvortation men 
that everything had been straiRhtened out 1n accordance 
with an order of the vice president of Pennsylvania. 

!~ . TICKTON: The operatins men admitted that the 
vice president 's promises were incapable of being carried 
out. They were just good promises. 

~~. YACK: They hed a meeting yesterday afternoon, 
I understand, at the War Department, still talkincz about 
this matter of who is going to handle t ransportation. 

)JR. TICKTON : Part of it - one detail that you 
miGht be interested in, Mr. Secret ary, a lot of cars 
were put up at t he f ront par t of the dock three or four 
weeks ago, and then f or some reason or other they wer en't 
used . There were too many or something. Nobody had 
Ruthority to pull those cars away from the front part of 
the dock. The Amtorg people didn't know they were there 
and neither did Moore-L~Cormack, and the railroad people 
didn't know what to do with the.a, and those cars up at 
the f ront part of the dock could have been clogging up 
the dock so that cars didn't have any room to come in. 

H. Y.JR: If they would send me up there for twenty­
four hours, I would straighten it out and a couple of 
heads would fall. 

UR. MACK: How many piers are they loading from? 

MR. TICKTON: They are loading fourteen ships, and 
I think it is about six piers, six or seven piers. One 
of the problems is that they put eight ships a~ ?n~ 
pier, but there are only railroad trackage facll1t 1es 
to load fou r ships at one time. That is , you have got 
room for eight ships, but you can ' t load eight ships if 
you haven ' t got freight lines. 
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~. ~CK: As I understand it, the reason they are 
loading two-thirds capacity is that they don ' t have 
sufficient stevedore crews. 

MR. TICKTON: Oh, no, they don't have sufficient- ­

YR. MACK: I mean on those that are loading. 

J.m. TICKTON: They haven't got sufficient cargos 
for the fi fty crews to work on. They can't get the cargo 
fast enou~h for these ships to warrant using any more 
stevedore crews . It just isn't there; and, while there 
is a stevedore problem in Philadelphia, a Maritime can 
said, "It is no use talking about the problem of steve­
dores when I can't keep as man;r as I have got fully 
occupied." I said, ~ell, we will take that problem 
we--

MR. MACK: It is a lack of cargo? 

MR. TICKTON: It is a lack of cargo, and the rail­
road men admit it all the way along. They admit they 
can't get the stuff to the ship . 

H.M.JR: How many ships have sailed? 

MR. TICKTON: I didn't see the one you brought in 
yesterday, Mr. Haas. 

J.!R . HAAS: Three, I think, since J.!ondq. 

H. l.!.JR: The way to do the thing, George, I would 
just run one chart. I would run the Russians as it was 
when you first showed it to me , you see. 

MR. HAAS: In Philadelphia? 

H. M.JR: Yes, just run it for Philadelphia, and 
then when you put that red line through saying they 
sailed, put down the date it sailed, and if there are any 
other Russian ships at any other port, have it on another 
page. 
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I.!R. TICKTO!f: The;r are solTing the problem one way, 
~. Secretary. Ten ships are being routed to New York 
that would have otherwise come into Philadelphia this 
next week. They are being shifted into New York so that 
they don ' t have to worry about them in Philadelphia, and 
four or five ships are going into Baltimore for the same 
purpose. 

MR. MACK: General Aurand was the fellow over here 
with Patterson at the last meeting. 

H.M.JR: I think I had better talk to Patterson 
himself. I was going to say, "I want one page fr om 
where we started, • you see, for Philiadelphia, • and 
then that would go - never mind two - I mean, wherever 
we started, the first ships as you gave it to me, George, 
and then a red line throU3h if abe has sailed, and if 
the7 add any more ships to Philadelphia, put it at the 
bottom of the page. Any Russian ships a~ere else at 
another port , I would like to watch it by ports. 

MR. HAAS: And you don't care about the Lease-Lend 
total, the British and all that stuff? 

H.M. JR: Yes, I want that on one page, but I would 
like to follow it. For instance, I can say there are 
so many ships in Philadelphia and they moved to New 
York, and we will see what they are doing. In other 
words, one page for Russia for Philadelphia, g1v~ me 
the things that you first showed me. If they sa1led, a 
red line through, sailed such and such a date. 

Now, if the;r have any other ships at any other 
port, give it to me, and then if the ships have sailed, 
a red line througn. If an;r ships have sailed from that 
date that we started. 

MR. HAAS: Monda;r? 

H.M.JR: Yes . And the other thing-­

~m. HAAS: That would be in a separate--
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H.M.JR: But all the other places on one sheet. 

All right? 

Lffi. HAAS: Yes, sir. 

H.M. JR: That is all. Thank you. 
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HMJr: 

lf: 

HI!Jr: 

HJ.lJr: 

'A: 

Thia ia Morgenthau. 

March 17, 19112 
11:26 a.m. 
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Morgenthau there. (Laugha) They want you to 
sneak at a great insurance meeting that they're 
having. Jack Ialley telegraphed me and aeked 
me it I would aak you •.•.. 

Who is Jack Ialley? 

Be's the Philadelphia Jaok Ialley, you know. 

Oh, you mean the ping-pong tallow? 

Yeah. Be eaid he wanta you or Mr. Nelaon -
wanted you first - at a huge meeting or insurance 
tederationa on June lOth and llth. 

Well, he'd better get Nelson, I think. 

You don't believe you could do it? 

Oh, I wouldn't know what to talk to - to insurance 
tell owe. 

(Laugha) All right. 

Whatt 

All right. I didn't promiae t o get you. 

Tell the11 thanks t or the co!lpl111ent, but !lY 
price ia ten thoueand dol lar• t or a speech. 

Well, I wouldn't go any lo• er than that either. 

No. 

I'll tell them that you're asking now ten t housand 
dollars. 

Yeah, that's what I want tor a s peech. 

I aee. That'• got to be a ahort one, too, doean't 
ltt 
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RMJr: Yeah, not more than t1•e m1nutee. 

w: (Laughs ) All right. 

HMJr: Well , thanks t or the compli ment. 

w: All right. All right , thank you. 
·t:r 
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llarch 17 , 1942 
11:40 a.m. 

RE CO!NERSATION WITH SENATOR BR<r.fN 

Present: J.!r. &llli van 
llr. Bell 
Ura. Klotz 

H. 1!. JR: This is an easy way for me to tell you 
what Senator Brown wants. It affect s three of you. 
Paul isn' t here, so I don' t know if it affects Paul. 

Senator Brown says he cannot deduct a sales tax 
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from the income tax in Michigan under an Internal Revenue 
ruling. You can do it in other states, but you can't 
do it in his state, and why not. He hopes that we can 
do it for 1942 ta.xes to be paid on Karch 15. He says 
he is running for office. 

l!R. SULLIVAN: He has got a hard fight on too. 

H.Y. JR: But I don' t know what it is . !hen he asked 
me, was I really serious about trying to get both future 
issues and outstanding i ssues on states and municipals, 
and I said, "Yes. • He said he wiahed we would confine 
it to future. I said, ~{o can't . " He said he thought 
he could get future issues. 

MR. BELL: He has got a Detroit situat ion. 

H.U.JR: Then would we pl ease lift tho receivership 
of the First National Bank of Detroit. 

MR. BELL: 1 am going to talk to you about that in 
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a day or two . 

H.M.JR: Preston Delano is ready to recommend it. 

MR. BELL: It has been approved all along the line, 
and it haan 't come to me except in!ormall.,y, except by 
Foley. Foley's people down the line have seen it, and 
it ought to be explained to you rather tully. 

H.M.JR: Yes, sir. 

J.IR. BELL: Before it goes through. 

H.M. JR: Yes, sir. 

l!R. BEU.: It is really Delano's responsibility 
under the law, but you ought to know about it. 

H.M.JR: Yes , sir. 

Well, there are three things that he was interested 
in, you see , and you (Reporter) give the follow-up to 
Mrs. Klotz to make it easy for these people to report 
to me. Class is dismissed. 

MR. BEll: llothing about--

I.!R. SULLIVAN: .llay I speak to teacher? 

&IR. BEll.: Nothing about savings? 

H.M. JR: Oh, he mentioned that . He thought that 
would be kind of nice, and he thought the labor unions -
he came out on the t rain wi th FranKenstein, and Franken­
stein would accept it, and he talked about it as he 
walked out of the room, so I didn't - Graves is opposed 
to it a hundred percent, and I don't know whether Graves 
is r ight or not . 

J.IR. BELL: That will require legislation to do it. 

H.ll. JR: llhat do you want? 
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MR. SJLUVAN: Two thinss. llr . Doughton called 
while I wu in the nine- thil'tf, and I called him back 
when I got out. He thought he would have to call the 
President and tell him tliat he can't handle any tax 
legislation so long as Treasury and Army and Navy are 
not in accord on these bills, and be wanted to know why 
I didn't come in and testify before House Ways and 
Means as I did before Rules yesterday. I told him that 
we had notified the Committee, that we were opposed to 
the passage of the bill and were standing on the report. 
I had urged that somebody appear there, but I didn't 
tell him that . I was home 1n bed at the time this 
took place. 

He said, •flell, I can't go on like this any more. 
This is just what happened when t he President wrote the 
letter last summer, and I am going to talk to the Presi­
dent about it ." 

H.M.JR: Good. 

MR. SULLIVAN: So I thought that you should know 
about that. 

H.1!. JR: Fine. 

MR. 9JLLIVAN: In case the President brings it up. 

H.K.JR: I am delighted. 

~. SULUVAN: Item number two. '!he figures are 
on the way over from George Schoeneman on collections 
and estimates. I think fOU told the newspaper fellows 
yesterday there might be some figures for them bT noon 
today. Dan and I are ver1 much scared of releasing that. 

H. J.!. JR: Didn't you say in your memo to me you would 
have something by noon? 

llR. SULLIVAN: For 7ou. 

H.K. JR: Well, you can tell them what i~ in the shop 
can't you, no estimates, just what has come 1n? It is 
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alreadf on the ticker. 

llR. SULLIVAN: We can tell them how much has alreadf 
been collected. 

H.M.JR : That is all right, give them that. 

LIR. SULLIVAN: All right. 

llR. BELL: I t hink the7 ought to get their informa-
tion f rom the dail7 statement. 

H.Y.JR: Well, give them that. 

UR. BELL: It goes out eney d&f. 

H.U.JR: Just do it this once. You know, just once. 

YR. SULLIVAN: Like last fear, just once. 

MR. BELL: Don't give them an estimate. 

H.!J. JR: llo, just what has come in. 

MR. BELL: In ' 37 we had the market all disturbed 
because we were two hundred million short . Thi s migjJt 
be two hundred million over and it mi ght make a good 
urket. 

H.U.JR: At Cabinet, the President said something 
about tax business, and he said, ~e are W&{ ahead," 
and I said, "Yes, about five minutes worth. He S&fs, 
"Is that nice?" (Laughter) 

l.lR. BELL: They went down yesterday. We lost part 
of that "ahead" business. 
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RMJr: How are rout 

Robert 
Patterson: Did rou call met 

!!l!Jr: Yea, I did. 

P: Right. 

!!l!Jr: Bob, I told rou I waa going t o eend ..,. men 
up again llonda7 to PbUadelphla. 

P: Yeah. 

HMJr: And I wae verr auob d1aturbed b7 the report 
be bro~t beck. 

P: Yeah. 

HMJr: And I'd like to paee it along to JOU. I'm not­
and I'm •••. . 

P: 

RMJr: 

P: 

RMJr: 

P: 

RMJr: 

P: 

RMJr: 

Have JOU got a written reportt 

He'• going to write me up a report. 

I'd like to get it • 
• 

Well, I'll tell hia to write it up and I'll 
eend it over to rou late thla afternoon, be­
cauae the ei tua tlon, it a07 th1ng, le woree. 

Yea. Boaervell told me that under thia new 
arrangement be made with Land and Eaatman that 
be wae confident the thing Will be 1n bend., 

Well, when rou eee th1e report, rou'll aee that 
it anything it'• worae. 

I want to get it. 

And I'a working *1tb rou and I'a not- I mean, 
I'a not bothering the Pree1dent with thia, be­
cauee I'a putting ..,. taith in 10u. 
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Rigbt , rlgbt. I appreolate tbat. 

Now • • •. • 

Wtll 7ou get lt o•er t o me toda7t 

I 'll tell blm to wrl~e 1t, and I ougbt" to 
get l t over 1~ couple ot bour e. 

Rigbt . I'll get lt. 

Now, l et a e - whll e I'•e got 70u - well, I ' ll 
j uet do tba t one t hlng and I ' l l be•e lt o•er 
t bere. 

P: Thank a, Henrr. 

KMJr : 'fbank 70u. 

P: Good-bye. 
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HJlJr: 

ThOIII&I B. 
McCabe: 

Hl!Jr: 

Ko: 

Hl!Jr: 

!I.e: 

Hl«Jr : 

Nc: 

Hl!Jr: 

Me: 

Hl!Jr: 

Me: 

Hl«Jr: 

Me: 

HMJr : 

Me: 

Hl!Jr: 

Hello. 

Hello, Mr. Secretary. 

Hello, McCabe. 

Karob 17, 1942 
2:15 p ••• 
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I diacueeed that very thor oughly with Berry .. . •. 

Yea . 

..••• lett that l etter wi th hia •. •• • 

Yea. 

He 's go1ng to take it u~ with the President 
thie afternoon. 

Good. 

And be' e going to oall me u to what the 
Preeident'a reaction will be to it. 

Good. 

He eaid that t he- ot oouree, it'• so obvious 
t ha t the number one t hing ie ehipe, and that 
he was debating with ma while I was there ae 
to what aight poeeibly be done to correct that 
phase ot t he situation, beoauee that's the -
ae tar aa the rate at which t he ehipe are 
clearing now, which i e eo tar in March, one e 
day, and 1n February it wae eighteen - eighteen 
in February and eo tar it'e averaged about one 
• day thle month. 

Oh, one ehip a day ie l ett United Btatee? 

Yea, that baa been l oaded a nd cleared t he port. 

Oh, are you sure ot that? 

Well, eo tar th ie aonth it'•· ··· · 

Beca uee ay recorda don' t ehow anything like 
that. 
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It above ae•enteen. 

I!IIJr: Ha•ina olearedt Ha•ing b"n auigned. 

Me: 

HMJr : 
~ -Me: 

HMJr : 

Me: 

Hli.Jr : 

Me: 

I!MJr : 

Me: 

HMJr: 

Me : 

I!MJr: 

Me: 

HIIJr : 

Me: 

HMJr : 

Mo: 

HIIJr: 

Oh, no. There were ae•enteen on berth. 

What'• that? 

Ther e were ee•enteen on berth • .• . . 

Yee. 

••.•. right now loaded. 

Yea. 

There'• ae•enteen that ha•e oleered. 

Ob, reall;rt 

And at the beginning ot tbe month, there waa 
about either ae•enteen or eighteen at the 
beginning ot the month on berth, eo tha t the 
olearanoe eo tar baa been about at the rate 
ot one a day. 

Yea. 

Now tbe - eo t o meet t h.la protocol, ;you eee, 
we '•e got to get up to nearl;r t wo ahlpe • da;r, 
around two ehlpa a da7 ••• . • 

Yeah. 

•••• . to meet the pr otocol •• .•• 

Yeah • 

••• •• ao that the number one problem, aa ;you oan 
readllT aee , la ablppina. 

Yeah. 

And that wae the one t hat Harr7 ia eo oonoerned 
about . - Re wanted to weigh that aa to what the 
Preeident aight do to better \hat aituatlon. 

Yeah. 
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No: 

HMJr : 

Me: 

!l>!Jr : 

He: 

HMJr: 

l!c: 

HMJr: 

He: 

HMJr: 

He: 

HMJr : 

Me: 

HXJr : 

Me: 

HMJr: 

Me: 

- 3-

And, ot oouree, the eecond one 18 the probl ea 
ve 41ecueeed 1n your ottice - the regulating 
at t he porta. 

Yeah. 

Becauee the ehlpe could be cleared taater •.... 

Yeah. 

• .. . . 1t that regulation vae better. 

Tbat ' a r1gbt . 

So that' s the nuaber two probl ea. 

Yeah. 

Re debated all pbaeee ot the l etter, because he 
eald thle letter vaa quite et rong. 

Yeah. 

Really what the Pree1dent vae ~y1ng 1n the 
letter, that the Ruaaian ·Protoool ahould ooae 
ahead ot eTery th ing alae. 

Yeah. 

And he wa weighing that - the 1mpl1oat1on ot 
t boee vorde - 1n T1ev ot our own ANy 1 a needs, 
you ltnov. 

Yeah. 
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And the t1nal word he eald to ••• •Wall , nov, • be 
eaid, •atter all ve'Te ea1d bare, do you atill 
aay the Preaident ehoul d e1gn thi at• 

Yeah . 

And I aaid, •Yea, ve won't ohange on that, and 
it he eigne that, then we'll eubalt to bla a 
oo•plete l1et ot ite•• that v1ll be aTailable 
and oan be eb1pped by June JO ao that he can 
ehape hla balance lllte that. • 
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RMJr: 

Me: 

RMJr: 

lie: 

RMJr : 

Me: 

HKJr: 

Me: 

RMJr: 

lie: 

IIIIJr : 

- 4 -

I ue. 

•Vell, nowi• he .. ,,, 1 it ooaee baok to eh1pping.• 
He .. 1d, 1 I tb1a latter atrong enough troa that 
ei4e beoauee it oo•ere not onlJ ah1pping but the 
war material item• and the Var Department iteae 
end tile gener al 1tea1 - ahoulll he han a epeoial 
direoti•e· on ab1pping. • And I aaid , "Well, we'll 
haYe to lea•e that to hie dlaoretion ae to whether 
hi wante that or not ,• but he eaid t or oing tb1e 
that eb1pp1ng 1e paraaount, a nd lle atatee 1n th1a 
that tile eb1pe to oarr7 the Ru11ian Protocol auet 
ha•e tiret oall. 

Yeah. 

So he got up troa the deak and walked out with 
it and he .. 1d, 1 0kar. • He aa1d, 'I'll recommend 
that be aign 1t. • 

Good. 

•And t ell Ilia that that'• JOUr expreaeed w1ah." 
And tllen he ea1d, "I'll oall JOU - t elephone rou -
t he moment he doe• aot on it, whatever he dec1dea 
to do.• 

D1d JOU tell b1m how I teltf 

I told Ilia eaphaticallJ that - I told Ilia t1rat 
ot the oonterence 1n r our ottice. Well, he ea1d, 
1 Vhen Henry get• baok ot eometlling, he never lete 
go. • And be aa1d, "I'• 4ellgbted tllat he 1e dol.ng 
1t.• 

Yeah. 

And t hen tile .. cond thing - I told Ilia that JOU 
had called t ll1e aorn1ng, that JOU were ver7 much 
concerned about th1e, and I told him I ' d read 
the letter to JOU and oonveJed JOUr meeeage to 
Ilia; and he .. 1d, •Vell , that'• tine, beoaua:,• 
be ea1d, "I'm glad that he'• i n 1t, ~ecauae, he 
ea1d , •Be ne• er leta go ot anJth1ng. (Laughe) 
Tber were Ilia worda. 

Good. OkaJ. 
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Me: 

IIJI.Jr: 

Me: 

I{)!Jr: 

Me: 

I!MJr: 

Me: 

!!KJr: 

l!e: 

I!MJr : 

Me: 

I!MJr: 

Me: 

lll!Jr: 

He: 

Hl4Jr: 

Me: 

I!MJr: 

Mo: 

- 5-

So the aoaent I hear a ny t hing, I'll •.••• 

You let ae knov. 

•.•• • I'll let you knov. 

And in the aeantiae, I apoke to Patteraon and 
he aakad ae to aend oTer the report I got on 
the ehipping conditione in Philadelphia. 

Yee. 

And I 'a a ending hi a that onr . 

Good. 

Becauae he eald it he could haTe it, he 'd act 
on it. 

R1ght. 

223 

Re wee aurpriaed thst everything waan't beautiful 
in Philadelphia. 

Yea. 

I t old hia it waa worae thie Monday than laet 
Monday. 

Yea. 

So that'• going oTer t o hia thia atternoon. 

Yea. lfel.l, we ca.n' t elq)eot anythi ng elee, you 
aee, v1th the - we're oounUng on eo auch shipping, 
and we ' Te got to haTe the cargo t here to aeet it. 

Yea. lfel.l , there were three ahipa there alongeide 
that weren't being loaded at all beoauee there 
waa no oargo ;yeeterday. 'l'h.ree ahipa. 

Well , there'• plenty or cargo t here. 

Well, i t ian't alongeide. 

No, it'• not alonga1de. It'• i n the yard. 
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'!'bat'• right. And a b.undred allee back. 

Th.t t' • r1gb.t. 

011:&)'. 

All right, Mr. Beoretar:r. 

'l'banlt :rou. 

Good-b:re . 

Good-b:re. 
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LEND-LEASE IN !?.IWERSE 

Present: Captain Hendren 
llr. Cairns 
)(r . Rostow 
Ur. Wickard~ 
l!r. Wheeler 
l.!r. Dutmore 
llr. Locke 
Caitain Rose 
Co onel Ta;ylor ' 
llr. Viner 
Mr. White 
Mr. Hicks 
Mr. Acheson" 
Kr. Hendrickson 
llr. Cox 
:Lir. McCabe 

March 17, 1942 
3:00 p.m. 

H.W,JR: Well, gentleman, the last time you were 
here we asked llr. Acheson if he would work out a formula 
tor us on how to pa;y for articles bought in the British 
Empire. That ie one part of it. '!'he other part of the 
problem ie, we have got an obligation to keep England 
in sufficient lunda so that she won't be worried, and I 
wonder if llr. Acheson would care to outline to these 
gentlemen the formula that you have worked out and how 
you would like to proceed. 

HR. ACHESON: Yes, I will be glad to. 

H.¥. JR: Please. 
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liR. ACHESON: This was put in a memorandum which the 
Secretary has had. The Secret ary's question at the last 
mee ting was whether it was advisable to deal with the 
United Kingdom for t he whole of the British Empire or 
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whether we ought to deal with each dominion separatelY. 
After working on it over at our place for quite a while 
we thought that the thing to do was to take a position ' 
which had as little effect as possible on the relations 
with the British Empire, that we shouldn' t attempt in &01 
way to tell them with whom we ought to deal, and the best 
formula seemed to be to deal wi th both the United Ki.ngdom 
and the dominions in a way which we would have to d}scuss 
wi th them and which would be satisfactory. 

(Wr. Cox, Wr. UcCabe, and ~. Rostow entered the 
conference.) 

The method seemed to be to adopt the Lease-Lend 
agreement which we have alreadJ' made with the United 
Kingdom as one which would be applicable to all the 
dominions and then get each one of the dominions, either 
by an exchange of notes or by a formal agreement , to 
adopt that as binding between itself and us. In that 
way we would have uniformity with the United Kingdom 
agreement and all the various sub-agreements so that 
there would be no difference in our treatment of anr one 
of them, and we would try to get the consent of the United 
Kingdom Government to that arrangement with the dominions. 

Now, if we could do that, it again seemed to us that 
the actual administrative machinery would - could be worked 
out by supplemental understandings, and· ths t probably the 
sound thing from the British point of view and our own would 
be to have a.ll their requests go through a common British 
source so that the United Kingdom Government would know 
what the dominions were asking for and there wouldn't be 
duplication or overlapping, and that when those requests 
were then presented by the dominion with the approval of what­
ever the British agency was, it would go through the 
recular procedure which is now established in the AM11¥ 
and Navy and Lend-Lease for the approval of requests. 
The transfer would either be through the British or 
directly to the domonion, whichever they preferred, and 
when an article was transferred to a dominion, it would 
be charged up against the dominion and not against the 
U. K. 
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That i s the formula that we worked out on the grant­
ing of Lease-Lend aid. Then on the receiving of reciprocal 
aid, we suggest in this memorandum that it be decided 
that this Government will p~ in dollars to the British 
or wherever our troops are for the actual wages of the 
troops. We will not ask them to give us the money to 
pay our soldiers or sailors. So far 4S supplies are con­
cerned, we attempt t o adopt the principle tbat--

H.M. JR: What did you say about payment of troops? 

liR. ACHESON: That we pay the troops. 

H.Y.JR: That is right. 

IIR. ACBESOtl: If we want to pay them in local cur­
rency, the Treasury would, I suppose, make arrangements 
'IIi th the Australians or New Zealand or--

H.M.JR: But we would pay our own troops? 

MR. ACHESON: Yes, we would pay our own troops. So 
far as supplies are concerned, we say to each one of the 
dominions or the U. K., wherever our forces might be, that 
the principle should be that whatever there is in the 
locality should be supplied by that government to our 
forces by W81 of reciprocal aid, that that be true whether 
it is food or whether thef are putting up works for our 
men, barracks or fl1i~ f1elds or roads or whatever it is, 
or it they are furnishing munitions, arU.menta, and such 
things. We also adopt the principle that we will send 
within the limits of shipping and our own capacity what­
ever is not present in the locality, so that we will 
build up the stocks so far as they don't already exist, 
and that the local ~overnment will give us whatever they 
have there. So much for the supplT of the troops. 

There may be some situations, we point out in the 
memorandum, where flexibility is necessary because the 
thing that the local government was oalled upon to do 
might be so extensive that it would prevent it from getting 
foreign exchange by selling what it previously had been 
accustomed to sell, and we might have to make some payment 
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to keep i t a econo~ in order. So far aa imports are con­
cerned , we suggest that - that is, imports into the 
United States from the Bri tish area, that we start out 
wi th the i dea that military imports, anti-aircraft guns 
planes, or what ever they m16ht be supplying, should be ' 
supplied as a matter of reclprooal aid, and we should 
not pay for thoee, so for the t ime being we should pay 
for all commercial imports, wool or metals or thin~s of 
that sort, because otherwise it is going to be imp~ssible 
the Treasury, I believe, thinkai for the British to get ' 
sufficient cash to pay their do lar obligations here. 
I think that covers the general formula, Mr. Secretary. 
We drew att ention at the end to some matters that ~he 
Treasuey would want to consider in dealing with this 
whole matter. 

H.M.JR: Well, I have got a list here, and I think 
it dovetails. Let me read off mine and see whether it 
dovetai ls witn yours. As I say, there are two problems. 
We have got to get enough money to keep t he British 
supplied with working dollars, and we have sort of set a 
figure of six hundred million dollars in their Treasury 
as what they would like to have . I mean, that i s their 
figure. 

Now, the firs t thing we have is the purchase through 
the RFC of the remaining British war plants in the 
United :>tates. We have had a directive from the Presi­
dent on this, for no one knows how long and we just 
haven't got anywhere, and we may have to ask the Presi­
dent to send another directive. That amounts to a hundred 
million dollars. Then the second thi.ng I had on rq list, 
the p~ent of American troops in t he sterling area, that 
amounts to a hundred and fifty million dol lars, which 
we would have to pay. Then the question coses up of 
their gold production, which I don ' t think interests these 
gentlemen, but I think would interest you, Dean, in 
South Africa . They used to send that gold here , but they 
don ' t any more . In '41 they mined six hundr ed seventy 
million dollars. Any part of that that they would sell 
to us would be just that much toward their six hundred 
million dollar balance. But they have got their troubles, 
aDd I think we will have to--
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YR. ACHESON: Yes. 

H.ll. JR: And when we take up that South Africa 
thing, it will pretty well settle the question whether 
l'le work with South Africa or with England. Then the other 
thing we have done is payment for Ar~ planes, materials 
taken from the British. The A.rul;y took a hundred million 
dollars' worth of planes away from the British which they 
had paid for in this country. You people have never 
reimbursed them. I put that down as number one. I really 
think that, if I ~ say so, that. is even more glaring or 
pressing than Mr . Jones and his hundred million dollars' 
worth of plants. You just picked up a hundred million 
dollars' worth of planes and gave them to the Russians, 
and you have never reimbursed the British for them. 
Originally the British wanted to be reimbursed and givan 
another hundred million. I said, "Well, let's get the 
reimburse.ment first. • 

COL. TAYLOR: I think, sir, there is more to i t than 
that. The British have taken credit as against t heir 
promised aid to Russia of that number of planes, or of 
cert ain of those planes, at least. 

H.H.JR: Well , if they have , I don't think the 
British Treasury knows about it, and if we could work 
with you--

COL. TAYLOR: Yes, sir, certainlf. 

H.Y.JR: Is this out of Mr. Patterson's of fice? 

COL. TAYLOR: t•o , out of Aurand's office. 

H.Y.JR: Does that come under Mr. Patterson? 

COL. TAYLOR: For all intents and purposes, yes. 

H.M. JR: If I look to somebody, who do I look to-­

YR. COX: UcCloy, shouldn't he? 

COL. TAYLOR: Yes, I think ao . 
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loiR. ACHESON: Yes. 

H.li. JR: And when we take up that South Africa 
thing, it will pretty well settle the question whether 
11e work with South Africa or with England. Then the other 
thing we have done is payment for A~ planes, materials 
taken from the British. The A~ took a hundred million 
dollars' worth of planes away from the British which they 
had paid for in this country. You people have never 
reinlbursed them. I put that down aa number one. I r eally 
think that, if I u:t say so, that, 1a even more glaring or 
pressing than lir . Jones and his hundred million dollars' 
worth of plants. You just picked up a hundred million 
dollars' worth of planes and gave them to the Russians, 
and you have never reimbursed the British for them. 
Originalll the British wanted to be reimbursed and given 
another hundred million. I said, "Well, let 's get the 
reimbursement first . • 

COL. TAYLOR: I think, air, there is more to it than 
that. The British have taken credit as against their 
promi sed aid t o Russia of that number of planes, or of 
certain of those planes, at least. 

H.M. JR: Well, if they have , I don't think the 
Bri t ish Treasury knows about it, and if we could work 
with you--

COL. TAYLOR: Yes, sir, certainly. 

U.W.JR: Is this out of Ur. Patterson's office? 

COL. TAYLOR: No, out of Aurand's office . 

H.l.!. JR: Does that come under llr. Patterson? 

COL. TAYLOR: For all intents and purposes, yes. 

H.M.JR: If I look to somebody, who do I look to-­

loiR. COX: llcCloy, shouldn' t he? 

COL. TAYLOR: Yes, I think so. 
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H.M. ~: Anywa1, we want to get a hundred million 
dollars !or England, and the Br itish Treasury, t he l ast 
I have heard, have no offset against -that. 

COL. TAYLOR: As a mat ter of fact , sir, we are try­
ing t o run . the ,thing down right now to see about those 
planes in p~rti.~ular . ~ 

H.M,JR: Then the next thing we have on our list 
is payment in dollars t o civilian natives working on 
k!erican projects. We think that should be in sterling 
and that amounts to three hundred million dollars . 

MR. ACHESON: That would be for the works that they 
were doing for our troops? 

H.M.JR: For our troops, where. they employ natives. 
We t hink those should be paid in ste rling. 

JAR. ACHESON : By ~hem as reciprocal aid?' That is 
what I sue: est ed here in the memorandum. 

CAPT. ROSE: I think tht reciprocal means by us. 
They pay their own then? . 

H. ll . JR: \\'ell, I mean if we need three hundred 
million dollar s' wor th of assistance, part in Australia, 
the .Australian Government should furni sh that work and 
pay for it. 

KR. ACHESON : Yes. 

MR. WICKARD: Yes. 

H.M. JR: To t he ci vili ana. 

MR. ACHESON: Yes. 

Do vou check on that? • 

MR. WICIARD: But does that offset anything we furnish 
them? 

H.M.JR: Well, I have got seven things here. "Purchase 
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by the United States o! equipment ordered by the Brit ish 
prior to Lend-Lease . • Wel l , I am not going to raise that 
today. We have been over that so much. · 

"Payment in dol lars for supplies used b1 and for 
Americana in sterling area and obtained local ly, a hun­
dred million dollars . " We think that that should be ! ur­
nishedi again using Aust ralia aa an example, by the 
Austra ians. Does that answer you? I mean, that is as 
far as - are we apart at all, Dean? 

YR. ACHESON: No, I think that is - these are all 
items which could be used to build up the British balances. 

H.Y.JR: That is right. 

~. ACHESOll: On scme of t hem you don' t believe they 
should be so used? 

MR. ~~CKARD : That is what I am asking, are they 
items that are used to bring up the British balance or 
are they items that you credit against things you send in 
under Lend-Lease? 

MR. WHITE·: Ther e are two categori'es . 

H.U.JR: Let me go over it again . The hundred mil­
lion from the RFC, that would go to their credit against 
the six hundred million balance, that ia number one. 

MR. ACHESON : Yes . 

B.U. JR: Do you agree on that? 

J.!R. J.CHESOfl: Yes . 
B.U. JR: Two, the hundred and fifty million t? pay 

for our troopa .in the sterling area would ala? $? 1nto 
the oritish Tr easury t oward the si x hundred mllLlOn. 
Check on t hat? 

YR. ACHESON: Yes . 

H.!J.JR: L!r. Acheson and I have had no dress re­
hearsal, it is obvious . {Laughter) As much of. t he gold 
as we can get from South Africa to b! paid for 1n dolla rs 
would go toward the six hundred milllon. 

Regraded Unclassified



- 8 -

lll! . ACHESON: That is right. 

H.M. JR : Payment for--
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l.ffi. WH ITE: As much of the gold that we get or as 
much of the gold tha t either we or the British get . 

l!. l!. JR: Well, any- waJ! you figure it. "Payment for 
Army for planes and other materials from British dollar 
contracts, a hundred million." ·.ve figured that would go 
into the six hundred million. Now, the rest - now we 
~et on a different kind. The next thing - am I going too 
fast ? 

!.!R. ACHESON: Uo, that is all right. 

H. U.JR: Now, the three hundred million dollars of 
work to be done by natives in the various areas, well , 
that would be just - that would be work that they furnish 
us - that would be t he first Lend-Lease in reverse . 

MR. A<lfESON: Yes. And y.ou could use that as e. 
flexibile item if there were no other way of getting them 
dollars . You could pay that. 

H.M. JR: But if--

Lffi . ACHEsutl: But we don't want it it we don' t have 
to. 

H.M. JR: But if they had enough dollars end if there 
is an agreement here, I think there should be somebody -
I don' t know who gives the orders, but somebody ougnt to 
iSSUe OrderS tO the Army and Jiavy, I dOn It knOW Whether 
Lend-Lease will do that or the State Department· We 
expect these various countries to furnish the work. 

1AR. Vffi!TE: At present they arc being pa~d for by 
the services, and it may be ne~essary to prov1de the 
services vnth sterling. Th~t 1s, rather than have the 
respective governments pay directly, r imagine the way 
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the work is set uv that it would have to be done through 
services. They h1re the men and pay them. The only 
change would be that· they are provided with funds 
from the Treasury of the particular country or the 
U. K. Treasury rather than from this Treasury. 

H. li. JR: Well, t hat is t he difference betwee.n black 
and white. 

WR. IVHITE: No, I mean i t goes from - it would go 
f rom the Australian Trea~ to whoever is in charge of 
the works I pr esume, rather than have the Government itself 
pay for and arrange the work. I don't know how they 
have got it set up, but it seems to me they would want 
the money and do the rest themselves . 

H.M.JR: Now, wait a minute, Harry, you are making 
this t hing, I think, mo~e diff icult than i t is. 

The A~ wants to build an air field in Australia. 
It is going to cost five million dollars in work. The 
sug~estion we are making is that the Australian Govern­
ment build this air field for us and pay for it. 

I.!R, i'IICKARD: And Australia pay for it? 

H.M. JR : Yes. 

A:R . WHITE: If t ha t is possible . I thourot the . 
services built i t , but the money i s provided ~y Austral 1a. 

COL. TAYLOR: I don't believe there is a hard and 
fast rule on it. I know in the case of the Middle Ea~t, 
a depot set up there, why native l abor was to be prov1ded 
by U. K. and at their expense. Now, there undoubtedly 
have been other agreements elseMtere. 
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B.ll.JR: That would follow the suggestion that 
I ~making, but don ' t fOU think that - well, I don 't 
know whether this should be done by Lend-Lease or bf 
the Armf or b1 the Navy, so fOU can get sane kind of 
uniformltf, because otherwise fOU are going t o have 
all kinde of agreements, Dean . 

234 

YR. ACHESON: I think that ia being strail!htened 
out. I am told that the A~ end Navy have set up e 
joint purchasing board in Australia with Colonel Roop, 
who used to be Director of the Budget, and et the 
direction of the President he was appointed a member 
of the Allied Supplf Council in Australia, and I essume 
that thef will work out the deteile as to whether the 
cash should be furnished b1 Australia to the A~ end 
NeVf and spent b1. them or whether the requieition would 
just be made on the Public Works Division of the Australian 
Government and t he1 would do it themselves, 

H.M. JR: But is it clear that it will not come out 
of the United States Treasury? 

llR. ACHESON: Now, that is the t hing that we have 
not 1et taken up with the Australians, although we have 
told them that we have some bad news caning to them 
soon, ao fOU are now deciding that at this moment . 

H.K.JR: Pardon? 

MR. ACHESON: That is what we are sort of doci~g 
now, and if fOU approve of that, we will take it up Wlth 
them, 

COL. TAYLOR: In thet connection, air, t~ere . haa 
just come in something t o do with the militer1zat1on 
of the baaea, In other words, the AnD1 ia to take over 
the construction of these bases as of MB1 let or sane­
thing like that with the exception of existin~ con­
tracts which c~ not be voided. Now, if that 1s corr~ct, 
that will perhaps complete the answer to the proposit1on 
that has been raised. 

MR. COX: No . 
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lo!R. J.CHESCfi: Wl th these bane in .luatr&lia . 

COL: TAYLOR: ill onr, 

~. COX: ill over, but you can' t answer the con­
struction point until you get agreement• with the foreign 
governments, can you, as to the whole policy and then 
the coordination of the construction job is ~easonably 
eaey, whether it ia the militarization of bases or con­
structlon of baees or the acquisition of food for troops 
but i t see1u to me you ought to get an agreement with ' 
the foreign gove.rnments first and then send throu~h 
central instructions to all the proourGent agencus 
involTed. 

liR. WICKARD: fklt are we proposing - aren ' t we 
trying t o get a proposal that we would make, is that 
what you are saying here? 

liR. COX: Yes. 

H.M. JR: Well, wouldn't thia·-

I.!R. WICKARD: I mean, '!'hat would we think would be 
fair and practical. Is that what you are askin~ here? 
Jnd then it would be taken up as a policy of tbia 
Government for consideration by the dominions and U. K.? 

H.Y.JR: Well, this is something that has to be 
taken up. I should think it would be through diplomatic 
channels to work out the formula. 

lo!R, J.CHESON: I should think in the first instance 
we would take it up with the and see if this generally 
waa acceptable . Then I think they will want to came 
over here for instance the J.ustralians and the British, 
and the A~straliana will •ant to talk 'Ill. th you about 
their sterling debts. They may aay they won't have any 
way to paY for those, because with a war in J.ustralia 
there won't be any exports, an~ therefore, they •ill 
want you to pay some of this three hundred million dolla.re 
to take care of their obligations . 
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YR. WICKARD: Are there three possibilities on this 
three hundred million dollars? 

MR. ACHESON: That is what will have to be negot iated 
out. 

~Ut. WICKARD: Do I see three, or ue there only two; 
one, we pay for them in dollars and leave the money in 
there; or second, they pay for all of it and we don't 
give them ~y credit at all; or third, we give them credit 
on the things we are furnishing them? 

YR. ACHESON: Well, I think we are always read¥ to 
give them credit on Lend-Lease . 

MR. WICKARD: Pardon? 

UR. ACHESON: I think it was intended that they 
should have credit on this Land-Lease. 

MR. WICKARD: For the construction of bases and 
things of that kind? 

MR. ACHESON: For what they did at the request of 
our military· forces . 

!.lR. ~'ICKARD: Is the t what you are recllllllending 
now? 

MR. ACHESOH: That is 'tlhat we call reciprocal aid, 
and would be chalked up to their credit . 

llR. WICKARD: That iB 1\hat your proposal is, then? 

H.!I. JR: Well, it is three hundred and a hundred 
million for supplies for Americans in sterling area, so 
we are talking about four hundred million dollars . 

llR. WICKARD: Now, did you say that after April 
first or some time--

COL. TAYLOR: Same date in there. 
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J.IR. WICKARD: We are going to build our own and 
pay for ou.r own, and pay thsm for building them. 

23? 

l.!.R.COX: No, that 1a just for militar ization ao 
it would be done by militarr operation in the whoie t hing 
oonetruotion and operating. Ian' t that intended to take ' 
out the private contractor s and personnel? 

COL. TAYLOR: Y0u probably know more than I do. 
I have just gotten back from London, ae you know. 

lCR. V.1llTE: Who is going to pay the worlcera? 

liR. WICKARD: That is what I 11111 t rpng to find out. 

UR. COX: One or both. Either the foreigp govern-
ment will construct and make the labor available, or if 
it ie more efficient to have the American military person­
nel than civilian - native civilian labor and Pll1 them 
sterling from the local Government, it would be a transfer 
of sterling. 

H, ll.JR: &It t he thing that I don't quite understand 
that Mr . Acheaon said was this, that these various 
governments agree in the aterllDg area that they will 
furnish workers and foods to the extent of four hundred 
million dollars, that they will pay for in aterling in 
their varioua countries. Then you say they will coae 
right around to me and get a loan. 

J.IR. ACHESON: No, I say that ie the proposition 
that we will put up to them. 

H.J.!, JR: But you are going to suggest that they come 
around and get a loan? 

J.IR. ACHESON : Oh no, I wae aapng their cane back will 
be that in Australia, for in1tanoe, they have three 
million dollars

1 
I think, of external obligations. Now, 

they will aay tne war has made it impossible to ~ort. 
and that sort of thing! and, therefore! they won t be lD a 
position to pay for al of t hi• thamse vee . 
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to do~it~i~: T~e;0;~; d~e~tlc!f~1~0r~Tt ~y!hing 
domestic proposition, they pal with local currency, 
The fac t that they have certa n debts to England payable 
in British sterling, which they are unable to pay by 
virtue of the shipping situation and war situation, 
doesn ' t affect adversely their ability to finance the 
local expenditures , If anything, it makes it easier. 

l.!R. ACHESO!l : Well, Harry, I waan' t defendin~ t his 
posi tion, but since I heard tham state it, I was JUst 
saying that that is what they will atate . I don ' t think 
we need to go into it . 

H.U. JR: Well, I just want to get it, because it 
bothers me, because at present Lend-Lease oan go in if 
it wants to. I mean, I just want to know 'lh&t I am 
getting into . Lend-Lease could go in today and pay 
for this stuff in Australia up to the amount that 
Congress authorized. That is one way to do it. Now, 
what we are talking about here, I find myself talking 
about it is, we say, "No, we won't do it that way, 
because we want Australia ·to pay as much as she can 
toward maintainin~ our troops and building the facilities . 
So we want something in reverse for window dressing.• 
Then after t hey do that Australia says, "Well, I have 
got to borrow fLf'ty milhon dollars in the Uni t ed States 
for the Australian Government to pay for this.• ~ell , 
if that is where we are going to end, then I would 
rather say right now, "Hell, let Lend-Lease do this in 
the first instance, because I don 't want to make any 
governmental loans unless it is really desperate. • 

MR. ACHESOII: I didn 1 t mean to suggest that they 
were going to ask for governmental loans . What 1--

H.~.JR : Because Congress can say to me, ~ell, 
what is Lend-Lease for? Here you ask so many bills for 
Lend-Lease and then you come up and want t o get authority 
to lend J.ustralia the money to feed our troops when you 
could pay for it i n the first instance . 
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KR. !CRESON: I think ;you mieunderetood me. 

H.M. JR: Did I'l 

l!R. ACHESON: Yea, What I meant to aa;y was that 
our proposition to them would be, ~u pa;y for this 
work in 1Uatralia which ie going to coat four hundred 
million dollars . " Their answer would be, ~e can' t 
a.fford to pa;y four hundred. We will pa;y two hundred, 
and ;you pay the other two hundred, • or sCDething of that 
sort, but we can wait until it does caae up. 

11.1!. JR: But don ' t encourage t hem to think the;y 
are going to be able to borrow the money whan we have 
unused Lend-Lease funds . 

MR. ACHESON: I don't think an;ybod;y - they have 
never suggested that. 

H.~!.JR : Or A~ and Navy appropriations to carey 
on, I mean, the ~ has got enough money to build the 
airfiel~, e.nd the;y have got enough mone;y to feed their 
troops . 

UR. COX: But there, Secretary, I don't think you 
ought to exclude as a very remote possibility that i! 
the;y are willing to throw in their fUll productive 
facility in terms of Australian supplies that ;you ma;y 
have a - poaaibly a case like ;you hi.d in China . How 
woUld you an awer that in terma of Congress? 

H .~.JR: Well, that ia entirel;y different . 

l!R, COX: Well, this ma;r poasi bl.y and remotel;r-­

H.M. JR: No, because China has pledged evecy dolle.r's 
worth of exportable stuff that they have got, that they 
can get out, to pa;r off their Export-I~port Loan. Jones, 
in the case of China, as I remember it rougbl;y, loaned 
them a hundred and thirty million dollars . The Chinese 
agreed to ao eo and so mu. ch to pay off the Export- Import 
Loan, which up to date they have been able to do. Now, 

• 
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they have got everything pledged. Australia has got 
nothing pledged to us. 

MR. COX: No, but the reason I say a remote pos­
sibility1 if they pledge all their productive capacity 
and suppLies for use internally in Australia and for 
use externally in the United States, you may possibly 
have a situation analogous to the Chinese one, where 
internal--

H.J.I. JR: 'l'ihat I am saying is, I would much rather 
pay them cash. I don ' t like to lend money. I would 
much rather pay thee cash, pay our own way, and then 
if they need money, because like China they have gone 
broke, to carry on their missions, factories, and so 
forth, we will lend them money for that , but I don't 
want to lend t ham money to pay for the Navy to buy a 
boat. I think that would be silly. What do you think, 
Claude? 

L!R. WICKARD: I think that is true . I don't know 
as far as AUstralia is concerned, though. I don't 
think there would be much difference, would there? 

2 -IO 

H.~.JR : Oh, yes, just as soon as you lend a f ellow 
money, you know, be beg1ns not t o like you. 

l:IR. WICKARD: Well, I wasn • t talking about the 
Treasury. 

t!R. ACHESON: That loan has not c001e up : It is 
just a ques tion of whether they give everything, or 
whsther you have to pay for some of it . There hasn't 
been any talk about a loan. 

J.IR. YilHTE: I think there is some mis~derst~ding. 
There is no limit to the ability of Auatral1a to f1nance 
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expenditures on her own soil, except either certain 
legal limitations which s.he can avoid or when she 
reaches a stage of ra~id price riaea due to an over­
issue of currency, wh~ch la the Chinese situation, 
in which case you may have to cane to her aid, but 
she is verr far f ran that position now. 

UR. COX? That is right. All I said was, -rou 
musn ' t exclude that remote possibility if it gets 
there. 

lm. Vi'HITE: It is a remote possibility. 

H.M.JR: They are not analogous , 

J.!R . COX: I don ' t t hink they are, but it is con­
ceivabl e, I can't fo resee a year fran now what the 
situation will be, and I think, f rankl y, you ought to 
consider it as a very remote possibility, 

H.U.JR: But it is one thing to do it on that 
basis, and it is another thing to have to lend them 
money to pay us . 

UR. COX: I don ' t t hink there was anr intention 
of the l atter case . 

H.U.JR: I hope not, We~l, Dean, would you ~ssume 
the responsibility for negotiating with these var1?us 
countries where the Army and Navy are located to f1nd 
out whether they wil l furnish the civilians to do the 
work which is necessary and pay f or them? 

JJR. ACHESON: Yes . 

241 
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H.W. JR: And furnish ua with the food which i a 
necessa~ to f eed our t roops? 

l.!R. ACHESON: Yes, I will be glad to . 

H.M.JR: I think that 1e the thing. 

YR. \VHITE: There is one point of difference there, 
I believe, that has came, Yr. Secreta~. 

H.II.JR: Just a minute, llr . Wickard has something. 

KR. ~!CKARD: I juat want to be clear on this last 
one. They feed our troops just like they furni shed the 
labor, and they pay t he groceries, in other words, as 
well as paying the labor, is that right? 

H.M.JR: Yes. 

MR. \\'ICKARD: For our troops? 

H.M. JR: Yes. 

l!R. ACHESON: That is out of what they han. If 
they haven't got anything in the place, then we would 
supply it under -either directly to our own troops or 
under Lease-Lend. 

l.!R. WICKARD: Now, what I am trying to find out, 
do we give then any credit for any of these operations, 
for ei ther the labor.- -

YR. COX: Oh, for both. 
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MR. WICKARD: I t is all right. 

H.M.JR: By credit you mean--

MR. ~1CKARD: On reciprocal aid, that is what you 
call it . Yes, sure. 

MR. COX: You didn't mean t o exclude munitions where 
for example in Australia they have a .303 amunition ' 
capacity which is supplied to our troops. 

H.M. ,TR: Fine. 

Mh. COX: Or whatever the muniti ons happen to be. 

H. l.l . JR: I take it we would use their railroads. 1\e 
woul d pay for that . Well, isn't that about as much as 
you want today? 

MR. WICKARD: I want to talk about the civilian supplies. ~ 
Let's take Australian wool. Did I understand you to say 
that we pay them dollars for any importations of Australian 
wool regardless of what use it is put to here, or if we 
out it to military use to soldiers we send i t over there. 
~ould there be any difference or is there complete credit 
for that? 

MR. ACH ESON: The suggestion was, what we put up to 
them at the start, i s that so far as imports into this 
country are concerned that they will give us merely 
military equipment at the outset , and that we go ahead 
purchasing for doll ars as we have in the pas t our actual 
i mports into this country of commercial goods. Other­
llise, if we don't do that, we wi ll just simply have to 
increase some other way of finding dollars for them. 

MR. \\1CKARD: Well , that might contribu~e quit~ a 
little bit here i f we can get some. of our sh~ps.conung 
back and I think there is a necess1ty for br1ng1ng s l ot 
of wool back and there might be an ovportunity for br~ng· 
i ng a lot of wool back. Now, that m1ght amount to qu1te 
a 1i ttle sum. Now, do you want to pay doll'ars for 
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that or do you want to apply that to the hundred million 
something or other you were talking about a while ago? 

MR. COX: They are both connected, aren't they? 
I f they get a dol!a.r balance of six hundred million dollara 
two months from now then you can very well aay,pursuant to 
the fundamental agreement, that they supply it w1thout 
dollars. 

H.M.JR: That is right. 

KR. WICKARD: In other worda, you only supply it up 
to the' six hundred million dollars and after that it is 
without dollars? Is that what you propose? 

MR. ACHESON: Well, I just wasn't going that far this 
morning. We don't know - this afternoon -we don't know 
what the whole dollar situat ion is going to be. 

MR. ~1CKARD : Well, I understood you to make that 
statement. 

H.M.JR: It wasn't on my list. I don't think we 
were ready. 

I.!R. ACHESON: No. 

WR. ~lCKARD: You read that, didn't you? I under­
stood you to make that statement a while ago. 

Yh. ACHESON: Yes. \~at I said a moment ago was 
that so far as imports into this country were concerned 
that reciprocal a1d at the present t ime should be r!­
stricted to military imports; if they furnish us antl­
aircnft guns or anything of that sort they would do that 
on a reciprocal aid basis, and that so far as what have 
been commercial transactions in the past , that they should 
continue to be so. 

~R. WICKARD: Well , now--

MR. ACHESON: I think the Treasury will t~ll you that 
the commercial exports to the atnling area which the 
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Eritiah have to maintain, and do not get under L•nd-Lease 
will be as much, or more than the commercial import s for ' 
which we would pay dollars so that we will have to go 
on doing that. 

Mk. ~BITE: We ruled out any imoorta from Australia 
Burma, and Ceylon in our calculations for the rest of ' 
the year,merely taking a conservative assumption that 
the shipping situation, the blockade, may be such that 
we would get no imports. Any dollars that they get from 
thei r commercial exports from Australia to the united 
States would give them dollars and would go toward the 
six hundred million . 

Mit. IHCK.ARD: Would go tourd the six hundred? 

!JR. VrliiTE: Go toward the six hundred. 

1ffi. COX: Isn' t the - movements in May make avai lable 
more ships for export s out . 

MR. WHITE: It i s possible but we wanted to be very 
conservative--

IAk. '~ICK.ARD: I think the next time I go up on Lend­
Lease somebody may ask this question. I suppose I will 
have to turn it t o you (Secretary) or somebody else, but 
vou can understand there are a lot of people who would say, 11Well • - I think I said there was more opportunity to buy 
wool than there is at the present t ime and if we keep up 
t he relationships with the Australians that we would lilc~ 
to, I wonder what I should say about it. Should I duck t t 
entirely? There are other things I can talk about . 

H.!!. JR: V:en, I would give llr. Acheson and ~. White 
a little more t ime on it . 

MR. 1\TGKARD: Oh. . . 
H. U.JR: Just give them a little more time on i t. 

IIR. HCK.ARD: All r ight. 
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MR. ACHESON: I think so . 

MR. WICKAliD: lAr . Acheson brought up 
in my mind a while ago, I am pretty sure . 
reason I was t rying to f ind out. 

the matter 
That is the 

MR. wHITE: There is one problem t hat I don't know 
whether it is clear and it is important. Lend-Lease 
just got in touch with us a few days ago with respect t o 
a request by the South African Govel"ll!llent for Lend-Lea.sing 
certain iron and steel which formerly private corporations 
had wanted and were taken off the priority list and they 
are confronted with the question as to whether or not 
they shall Lend-Lease to South Africa, which raises at 
once the question of t he gold which they produce. In 
your discussion with the United Kingdom I 6ather that 
that will be one of the points you wi ll discuss . I f 
United Kingdom is not ~oing to count t he gold which they 
receive from Sout h Af r 1ca as part of their assets, then 
i t may be necessary if you want to do business with South 
Africa in exchange for gold or something. 

MR. ACHESON: I think t hat is a question which they 
will have to take up wi th you and us . 

li .M. JR: WeU, on these i tems like the l!FC and 
writing somebody in the War Department about the hundred 
million dollars fo r the planes , those thi ngs - I will 
write letters to Yr. Jones and 1~ . Stimson about them, 
you see, and I will keep pushing on that and then Wr. ~bite 
will work with you, Dean. Now, does the Army or ilsv y want 
to ask any questions? 

CAPT ROSE : Wr. Secretary, we are paying now in 
Aus t ralia and in most of the other points for every­
thing we get for t he Navy. I don 't know of any ~nstances 
where they are furnishi~ us l abor or supplies w1thout 
paying for them. I don't know just how we stand on it. 

H.U.JR: Vias i t the Army or Navy said they were giv­
ing them chits ? 
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CAPT. HENDRB~: Army. Mr. McCloy made that state­
ment. 

lollt . WHITE: t!r . McCloy sent a letter in response t o 
that request in which he ascertained that the number of 
chits that were used were very much smaller than he 
thought, and that in fact what it at pre&;nt amounts to 
is cash. 

CAPT. ROSE: That is , the chits are being paid after 
they are i ssued? 

MR. WHITE: Yes, the practice i s very much the same 
as t he Navy's except for some procedure differences. 

Y.R . ACHESON: l!ay I ask one more question? In your 
discussions with the Brit i sh about this balance, whether 
it is s ix hundred million or something else, have you told 
them that some wa~ would be found to provide them with 
t hat balance? 

H • .'ti .JR: What is our position, Harry? 

MR. WHITE : V:ell , we have never told them definit ely 
and I think there is possibl y some reason t o avoid telling 
them speci fically the amount, but you did say this--

11 . lil . Jk: I know what I said. 'ithen Lord lialifax and 
Si r Frederick Phillips came in, I said I would do every­
thing possible within EY powers as Seoretary of the 
Treasury. 

Y.R. WHITE: To see--

H .~ . JR : I know •• To see that they kept comf?rtable 
as far as their bal ancing, but I made it very pla1n 
t hat 11ashington was a big place and there are lots of 
departments and I said wi thin the scope of ~be Secretary 
of the Treasury, I would do everything poae l~le, and that 
was about a month ago . Does that answer you . 

MR. A~HESON: Yes . 

Regraded Unclassified



•. 
- 24 -

H.K.JR: Comfortable is the word I used, wasn' t it, 
uarry? 

MR. ~hiTE : To see t hat they had enough - yea, I 
think you used the word - no, you did not. 

H.11.JR: What? 

Mk. WHITE: No, I don't think you did. 

H.M.JR: Did I say happy'{ 

JLR. WllfTE: No, I think what you said is that you 
would see that they would get ae much as they would 
need for their war effort. Comfortable, I think , was 
the word you used earlier, but they weren't here at the 
time . 

H.: •• Jh: That was the word Mr. Viner objected to, 
wasn't it? Anyway we indicated to them that I , within 
my l imitat ions as decretary of the Treasury, would do 
everything possible to see that they had enough money 
to carry on t he war . 

MR. WHITE: That is right . 

248 

H.l.! . JR: o:>ee'? Not mentioning anything. 1 have been 
burnt several t imes. 

Ilk. Yil!ITE: But this figure of six hundred million 
you will remember is something that they mentioned a long 
t ime ago. 

H.M.JR: All r ight, Claude? 

MR. WICKAED: Yes. 

H.M.JR: O.K. Thank you all very much for coming. 
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DEPARTMENT OF' STATE 
WASHINGTON 

Uurch 2, 1942 

249 

At the meeting on February 12 of the group con­

s i dering pr ocedure for reciprocal a id, you osked me to 

give you the views of t bis Depar tment as to whet her 

the arrangements snould be made \:ith the Unit ed Kingdou 

for the Bri tish Empire as a unit or whether we should 

deal directly ¥11th the Dominions. We have been a t work 

upon this question and have consult ed Lease-Lend offi­

cials and Kr. Harry White as to the practicality or 

var i ous suggestions . 
I aa encl osing a cemorundum which gives our views 

upon your quest ion and elabor a tes to some extent the 

oper n t i on of the method proposed . The ques t ior. :,rises 

as to future pr ocedure. One course would t<• for you, 

after you have consider ed the oncloscc memor~noum , to 

call a meeting of the group to ge t their views ~nd , if 

The Honorr.ble 

Henry Worgenth&u, Jr. , 

Secretary of the Treasury , 

Washington, D. c. 

it 
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it i s s .,ncr;.lly acc ~.>;>t< ble, to havt' us t<.lk •·ith t he 

:,r 1 tish Embl..ssy >md the Dominion Leg:. tions to ge t t heir 

icip:.s before v. f i nal oec1s1on i s ma de . 

I shall be gl<.d to t a lk the matter ov;:r v:ith you 

::. t your convenience . 

Ve ry !'inceJ·<.ly yours , 

f.nc l osure: 

Memorandum • 

• 

(_h o..... ' tl.. v .,.._ 

De:.n kche~on 
AssistHnt Secr~.>tJry 
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Febrnary 28, 1942 . 

.:. v .· . .. ~ 

""· "'""C"'-

inft I'"ClproChl tt i cl , o r Lenri - Lcilse 1n r t·Vt!l'SP , the ff" c­

r~t .. ry or tho 'frE-~sury c.. s: .E.ti t: t ~""tad(' l ' '": vt·· r nt t o 

C<·nsl er r. nd inl'ol·o him "hether 1n 1~s v ie~. : 11 arrcn ve-

r:tth the Un ited K1nr,<tom for thE: ' ' ole _rl thh I:npi r e or 

r·hetho· r there should be C.irc c t Lcnd-LN•cc r<'l~t ions r 1 th 

tiw J •OJHinions . 

Do'l1n1on r enr csento.tives r r:or a porovr•1 of the l'€nerPl 

nprrot ch r.fter vhich t h e finn~~irl r~~ ~~n1n1str~- 1ve 

r-s rec t s e nn be v:vr kerl ou t by t h< u, nropr1~<te •···cnc it s . 

f he plt.n i s i nt ended t o o. ,nl y t o r hf' ifnt t ed '\i ng<'om 

•. n(t the Domi ui ons, ot her t httn Ct n~<'o. or 1 ny othe r not 

l i L 1 ~ I t -. r ov ' <'.e• f'nr oc:1lin" ' ot h 
see ' ng cnd-Lca~e ~ .. . " ' ~ 

w1 t h 

• 
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•·Hh United Kingdom and the Dor.•inions under a procedure 

v.l\ich is designed not to interfere Yli th the political or 

financial relations between them . 

1 . Lend-Lease AR~eements. Eithor by an exchange of 

r.otes or by agreements auxiliary to the British Lend­

Leu"(' Agreement, t he United States , the Do~tinion and the 

United KingdO.b v:ouJ.d agree that the orovisions contained 

in the British Agre~ment are applicable bet~een the United 

States ;..nd the Doodnion and that aid transferred to the 

Oo~ir.ion shall be so r ecorded . 

~:hat transfers are to be made v.ould be determined 

u .on the .1oint requisition of the United Kingcio:.:~ and the 

Do1~1n 1on and by the decision of one or another of the 

ag•ncies of Joint High Con~and or by agre~ment bet~een this 

country, the British, and the Dou.inion. Items so trans­

ferred to a Do .. •inion and r ec orded as s uch shouJ.d not be 

entered upon the United Kingdom account . 

2. Aid to ~ericen Forces in the Field. Under the 

~rovisions of the Lend-Lease agreements relating to recip­

rocal a id , the United Kingdom and the Dom.inions shouJ.d 

YIOrk out (by exchange of notes or otherwiSe) a plan or 

~srlstance for 'American for ces 1n their respective terri­

tories or waters. 

The 
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The c enerbl ?lan sug~ested i s tr.nt this Gover~ent 

•1~)' its force s a nd other Ac:£r1can ner s onnel •y h 
" !=-Ul'C asing 

l oca currency ~lth dollars ; and Lhat wnatever it is oos-

1 1.1 c to s uor.ly locaU.v~hould be SU•l••lil c! '"' rec ~proc&l 

dd . 

Housir.g , roads , landin6 field ~ Wlu -..urk~ o!' various 

sorL~ , r epair of st.ips and ll.&terial (v.ner£ fac i lities a re 

available) should be done by and at the expense or local 

c~:tnority. Stores, provisions , 10unition s and equ1 poent, 

so t'b r ~:.s local stocks are available and tecnnically 

usable , should also be supplied by the local 6Utnority, 

The r:;ethod of provision may be either by recui s 1tion 

u •on the authorities or by provision to Uni ted St&Les au­

t.~orities of loc&l currency or both, • hichf-ver 1 s cgreed 

u ·on &s mos t or actical. 

It should be reiterated , i n thh connectio.• , U:at the 

United States wil l continue its policy o;' ""' J.Dtaininll. essen­

tl6l su~plies and materials, subject to i ts o•n shor tages 

tnc! shipping limitations, and that we will orovide .:hat­

ever T.aterial s needed for such purposes are not obtainable 

l ocally. Furthermore , it dll be clear that fina l control 

OVH local priori ties in supply will ren:ain 'l'i th the local 

f.utho r i t1es. 

In 
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I n • or><inr ou t t hE- eet~> i ls or , uch a !llan, some 

t!~xibi lity ~ould be neces sary. In c ase i t s hould be 

.... nnu t ita t ,H·ovision by v.ay oi" r £ciprocal a i el of certain 

; : e .. s , (tt•rived the oroviding government of excho.n ,;e neces­

Jr..rr to meet s orJe o bli gation f'£S en tia l t o t he co.r.n:on effort, 

"d.lus t:nen t c ould be made . 

Rcc ! t roca l o.id should be r ecord ed as r ece i ved r r ou t he 

.--.vl'rnr.en t pr o viding 1 t . The r"ce i ving agency should r e­

r-or t the a rticles , services , fac ilitie s , or other be~eiits 

~ece~veti a nd their cost 11 s f urni shed by the ;>r ovi<iing 

l' ut~orities . \\ nere money i s r t-cei ved , t he ec. uiv&lent 

~ •• oun t i n dollars shoul o be pr. i d i nto t he Treasury by t he 

' •;enc y concerned in accordance ~ i t h Sect ion 6 (b) ol' t he 

Lt>cse-Lend Act. 

J . Ai c by Exnorts to t he ~nitcd ~ta t~s or u: on i ts 

~I· ~ilitary e~uipment trans ferr ed t o t he Unil ed Sta t es 

by the Unlted Kintdo~ or a Do~inion rece i v inr Lea~e-Lend 

'!d s houla be transferred a s reciprocal a id. Y hether o t her 

l.t e:.s exported t o t his country shoul~ be s o l r ea t E>d ruu~t 

.:~p.,nd i n l arge part u pon the British dollar position . If 

the Bri t ish dollar ;>osition is o1· shoul d becor·:e such that 

~1 1 t he do l lar proceeds of i mports into this country are 

needed 
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needed to meet essential dollar requirements here, the 

nossibilities of reciprocal aid by furnishing us with im­

ported materials as reciprocal aid are limited . This 

requires continuous study of the facts . 

In some cases it will doubtless be necessary, reeard­

less of exchange considerations , to continue to purch~se 

for dollars in order to st1mul.ate production and obtain 

the products which we recuire. 

J, . :~aintenance of British Doll?r_l!esources . The 

Briti sh have dollar obligations here and elsewhere which 

wlll continue. So it is not Jossible t o get far in a dis­

cussion of r ec iprocal aid , .. i thout con~ider iur. the British 

dollar needs and azsets . Such a conslo er~t ion requires 

conclusions on the following points: 

a. The amount of the dollar ba lance ~hich the British 

need to ma1ntai.f1 as a working balance for t he ne(u~ or "'" 

sterling area, or that part of i t whil!h o:•erktes through 

thP pool. tie understand that Jir. Keynes adva'lced the 

figure of $600, 000,000. 

b . The lll!lount of the drain U'lOn -:he doll :tr fun ' ~ over 

~r<'c ifilld periods, including decis ion upon prc-Lcn<!- Lease 

c:mt racts. 

c . The amount or t he inco:ne to the pool over the same 
periods 

! 
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periods .from payments .for ion ports or services, gold trans­

fers , and other sources . 

d . The u. ossibili ty o:: so t b .ne ~u~ r~.n ee y t:~is country 

tl1at , if ne cessP.t•y, dolla r s wil l be ' vailablP v:ithia t he 

l~ ·ltation-. of a plan ernbodyin~ the conclasion~ r ea ched on 

a, b, nnd c above . 

If couc! usi.,ns can be re~>caed on these ,.oo ints after 

o,lSCUSSiOn Y. ith the i3ritiSh and the Oo.olnion>, me t hods by 

'nic~ t hey could be effectua ted are: 

l . The Briti sh should contu1ue their e fforts to main­

ta i n t he account themselves, by s~le to us o.f sup~lies and 

servic es ~ot recei ved on a r eciprocal a id basis, by dollar 

pa~~ents for the pay of troops and pe rsonnel in British or 

Do ni nion areas, and by some unde rs tanding on gold transactions; 

2 . If those e.f.fort.s pr ove i nadequate, or 1!' it seetaa 

desirable, throU&h .further war-conve rsion oi the ;;ri ~l.;,l ~r 

Do~inion economy, to eliminate certa! n transactions •hich 

•low produce dollars , such as the production and sa le of gold 

or whi skey, or the sale .for dollars o.f materi al which might 

be furnished as a matter or r eciprocal aid, the dollar 

)Osition or 't~ ater11ng area m.ight be built up and main­

ta i ned at the desired level through the use of one or more 

of the .followiq -thode alone or U1 co,.btnation; 

• • 'Bu7inc 
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n . Buying oounds v;ith dollars , R.nd holding 

the' .'OWlOS t hrough the Exch&n!!e Stabilhatlon Fund . 

<>~obably no ne\·· legislati on woul d be needed, "1-

thOUKh i f t here are pr e -war co~oitments to Con~res­

s ional co•••'ltttees, to t he effect Lha t tne Fund 

r.ould not :>urchase the cur rency or a belli{erent , it 

nay be desired to clear with the Congression~l 

c?11'111ttees before insti t ut in.:: such action. 

b. Take-over by the Ar .. y Wld iiavy of B. P . t4. 

contracts nov; 1n process ; thi~ i s a te·1:;.orary, but 

probably not a f~ll soluti on or an adequate one. 

c. Enlarge or contract the scope of Lend-Lease 

financing for British dollar purcha~es in the United 

States , within t he limitation of present cate3or ies 

or permitted purchases , to t he extent needed to 

~chieve the C6oo,ooo,ooo figure. I t .ay even be 

desirable to reduce the Britisn need : or dolla r s by 

buying certain South American ~aterials for dollars , 

and Lend-Leas in& therD to the British, althOu&h this 

process is subject to great abuse, and should be 

safeguarded . 

25? 

d. Increase in British dollar receipts, through 

payment with dollars of some of the expenses of our 

troops 
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~ r·oo·•~ , .. . ,lc:l -.e ha ve above propo~cd to be met locally 

• r• c~~roc•l aid . 

e . I. dollar l oon, -.ith or v;ithuut interest, if 

.. -r."itte.1 by law. 

I.e sugsest tna t the ulti"-&te burd otl of lon~ run i'llbal-

.ce i n the trade an:! cxc!l:tnr.e r elati ons of the United sta t es 

on~ tne s t erlin;; area, occ?.sioned by 1.ar -time trllnsacti ons, 

b~ corue by the Lend- LeE.se a ccount , not the Stabilization 

~~d , al though the Fund can act ouickly ?nd i n the first 

The ad justment of accounts needed t o ,.taintain the 

British dollar position, and otherwise to administer an 

agree.nent covering the JOints in this me,Jor andum, r equires 

firs t, an understanding with rpspeot to British e.nd Oorninion 

:Jolicy i n maintaining the ;:old and dollar •tosi t1on of the 

st~rline ~rea, and in spending the doll~ rs provided by us, 

and , second, a small standing finAncial cor~ttee, repre­

·~ntint: both the BritiSh and t he Oo:ninions, and the Treasury, 

L.\e L!!nd-Lease Administration, the State Depa rtment, and , 

toon special problems, Army, Navy, and Agriculture. 

5. Administration. The pl an proposed , invol ving both 

our guarantee for the dollar position of the sterline area , 

and 
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and the establishment of reciprocal aid relations between 

the United States, the United Kingdom ond the Dominions, 

should permit a solution of the ool1 tical and d iplornatic 
..,.. 
- as well as the financia l proble·ns !)t-esented by the ;>ropo-

259 

sal s . Our ~arantee should relieve possible British fears that 

separate Lend-Lease agreetnents .. ith the Dominions 'Kould 

brea.< up the dollar pool. The toechan i s • for r cc i J)rocal a id 

should meet the requirements of t he s ituation frooo our point 

of vi ev., so far as the limitations inherent in it permit. 

A-A:DA:PK 
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' 
INTER OFFlCII' COMMUNICATION 

DAn llarch 12, 1942 

TO Secr etary Morgenthau 

FAOM H. D. White 

At a meeting in my office attended by Messrs . Noyes and 
F.ostow of Lend- Lease and Messrs . Viner , Ca irns , Kades, Kistler, 
end !l icks of the Treasury , it was agr eed that the maintenance 
of a British Treasury cash balance ot $600 mi l lion (including 
available gold) was a rsasonable goal to shoot at . 

The appended report presents the picture as it is now and 
as lt is likel7 to be at the end ot th1a year . (See summar7 
of r eport . ) 

We es timate that the British will have less then $100 
million by the end of this year unless certain decisions ars 
~.ade now. VIe need, therefore , to find about $600 million for 
tho Bri ti sh during the remainder of this year . This $600 milli on 
cen be obtained out of the following items . I t is important 
to note that these items are lis ted below in the order of their 
d6sirnb1lity . In other words, the first one listed is the mos t 
deslrnble source from which to obtain the 4ollars, the second 
ltem next desirable, etc . 

1. Purchase through R. F .C. of remaining 
(British) war plant facilities 1n U.S. 

(in 

2 . Portion of wages of American mili tary 
f orces spent in the sterling area ••••••••••• 

} . Current gold producti on 1n the sterling 
area ($670 in 194.1) .. • ................ ·"" 

4. Payments by Army for planes and other 
materials taken from British dollar 
contracts ...... ... .... . .......... · • • · • • • · · • • 

millions) 

$100 / 

(The amount involved is uncertain but 
it 1s probably_& least $100 million)...---

- ------ ,4-td.."l:"~ 

5. Payment 1n 4oll ars to civ1l1ans,., working 
on American projects in sterling area ••••••• 

• 
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Division of Monetary 

Research 

(in millions) 

6. Purchase by the United States of 
equipment ordered b y the Br itish 
prior to Lend-Lease and not yet 
del ivered excl usive or goods the 
Army wants to take over which aro 
l i sted in No . 4 above .. .. ................ $700 

7· Payment in dollars tor supplies used 
by and for Americans 1n sterling area 
and obtained locally..................... 100 

~1,850 

The ebove items total about ~1,850 million, about $800 
million of which ~o from sources which we would be reluctant 
to tap . 

Reliance upon Item No . ' (current gold pr oduction ) would 
raise a problem or I ntra-Empire r elati one that would have to 
be discussed with the Brit i sh and probably with their approval 
with South Atrl ea . 

Copies of the appended report have been sent to Cox and 
Acheson. 
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BRITISH DOLLAR POSITION IN 1942 

u . S. Treasury Department 

Divisi on of Monetary Research 

Report prepared by 

J . E. Hicks 
T. 11. Kistler 

Regraded Unclassified



263 

The appended report on the British dollar position during 1942 waa 

prepared by£. Hicks and T. M. Kistler of the Division or Uonetary Researcll, 

The mat.erial presented in the report raiaea a numb~r or questions which 

call tor some discussion . 

Before H can be stated, even approximat.ely, wllat are tile available 

gold and dollar balances that the British Treaaury now has and will 1\ave 

by tile and or 1942, decisions on several doubttul points are necessary. 

1 . ':lhat 11 to be included in the category of available gold and 

dollar balances? 

It we include in the Br1t1ah Treasury •available sold and dollar 

asset.e" only tllose i tau which the Br itish Treasury recorded in tllat cate-

gory, we find that --

(a) On February 1, 1942, United Kingdom gold and dollar balances 

were $4S8 ~illion . 

( b) ()1 Nay 1 , 1942, the total of British gold and dollar balances 

should be approximately $218 :dlllon. 

(c) By the end ot the year 1942 the balance will have disappeared 

one! tho British will be in the red l!y about $260 lll.lllon . 

The above estimates should be evaluated in the light or t he follow-

ing emissions : 
,9ertain . 

(a) They do not include about l)l9? million t hat are{w be pud over 

to the British Treasury during the noxt raw months in payment for various 

purpoooa . 
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(b) CW'r«>t gold production or tbe British EJipiro 1a excluded b7 tho 

British Treaaury from tho category or gold and dollar assets available . 

It the bulk of ouch gold production wore included, probab:cy $400 million 

would be added to the British Treasury cuh balance by tho end o! 1942. 

(c) If "~cattered gold". and the market value o! British-hold United 
~ 

States marketable securities available f or sale wore included in the 

above estimates, another $100 oillion would be added to the British Treasury 

cash balance . 

It tho above it""s totalling all:lost :1?00 millicn are included among 

Hs available dollar assets, the British Treasury will have about $1.50 

million by the end or 1942 instead of bolnll in the rod by U260 million . 

2. What procedure are we soing to rouo-.• with respect to the 

expenditures !or and by American troops in the sterlinc area? . 

(a) It the United States Treasury pays American troops in the sterling 

areas doll(U's which they will spend in those oountries (or lnlys with dol­

lars the sterling equivalent for thA!c !rae the British Treasury) , then an 

additional $150 million should be added to British Treaaury net receipts 

1n 1942. 

(b) Expenditures in sterling areas for local civilians worl<ing on 

American projects in those areas will total about ~375 million during 

the last eight months of 1942. If the United States Treasury is to pur­

chase from tho British (or Dominion) Treasury tho sterling w1 t.h which 

top~ those civilians, the British Treasury will acquire an additional 

.300 million by tho end of the year. 
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(c) The s upplies needed !or Al:lerican troops to be aeq••ired locall,y 

t.ot.al over SlOO a~illion. I! t hese supplies are not t o be provided by tho 

Britioh as part CCI!Ipensation !or Lend-Lease shi):lllents, they would provide 

dollars . 

265 

) . Are we going to acquire certain British-owned American facilities? 

The British have already received $45 a~illion and will shortly re­

ceive an additional $12 =illion from tho transfer o! plant facilities, 
• 

there re=aine, however, $?9 m1llion worth o! plant !aeili t ies whose pur­

chase was reca:cended to the R.F .c. by the An117 and by the President eicht 

=onths ago, an additional $22 million worth o! plants whoso sale the 

British have proposed to the R.F.C., and a final group o! miscellaneous 

capital !acili ties aggregating about S25 million . If all these remaining 

racili ties, whose cost to the llritish totalled Sl26 million Ylore taken 

over, the British would receive probably about $90 million, The R.F .C: 

has from time to time indicated that t hese trMsfers requiro ~:~uch inves-

tigatory work, but we believe that not hing is being done at present to 

fUrther these investigations , 

'· Is the u. s. An;r going to t urn over dollars to the British 

Treasurz tor equi!l"ent peid for by the British but taken over by the 

Unitsd States? 

The moat recent information we have seems to indicats that the 

British Treasury is going to receive $100 million for some plane take­

overs. There are some other it.ems about which negotiations have been 

going forward for some time but the likely results are still in doubt . 
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To aiD up • - There are tbe follcwing aou.rcea of dollar exchange which 

t,.o~l $2,15:> million. A decision will probab~ soon be reached u to which 

of these i tams are to be depended upon to help make 11p the British cash 

balance deemed adequate. 

1. lion-recurrent receipts certain to be paid over 
to the British Treaslll'Y in t he next few 

(In millicas) 

mca ths . • • • • • • . • • • • • • • • • • • 200 

2. RSDaining war (British) plant facilities in the 
united Stotes that could be purchased , • • • • 100 . 

) , Current gold prodliCtion 1n sterling area 
( $670 millim in 1941) • • • • • • • • • 400 

' -· PO¥ in dollars to Al:!erican military forces in 
sterling area • • ·• . . . . . • . . . . . 150 

5. PO¥ in dollars t o civilians working on American 
projects in sterling area • • • , • • • • , • , )00 

6. "Scatt ered" gold and remaining marketable 
e8cw-1 t.ies . • • . . • • . . • . . . . • . 

? , purchase by A'tfllY tor planes already paid tor by 
Brit.ish .• • •....... . : : : ..... 

8. Po.Y~Dent in dollars for supplies uaed by and tor 
Acericana in sterling area and obtained locally, 

9. Purchase by Un1 ted States or eq\lip:oent ordered 
by British prior to Lend-Le3Se and not yet 
4ellverad .. ... . ... ... ... . . . . . . • • . . .. ... 

TOTS.L 

100 

100 

100 

?00 

$2,150 

' 

A tentative decision has been reached which would eliminate item 9 as 

a source of dollars, but no decision has aa yet been made with respect to 

other items listed, 

H. D. 1/hi te, 
' Director of Division of 

MonetarY Research 
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B.'UTISH DOLLAR POSITI<JI Ill 1942 

1. On January Jl, 1942, available gold and dollar balances of the 

United Kinsdan , reported by the British Treasury as "availsble" , amounted 

to $450 million as follows: 

u. (. Oovort1!lent dollar balances 
Oold held by U. It. Government 

Total • • • • • • • • • . 

(See Appendix A tor details . ) 

(In mllions) 

$ ss 
~ 

$ 458 

2. Dl a memoro.ndUII> sul:mittcd to the united states Treasury on 

February J, 1942, the British Treasury estimated that during the three 

~onths trom February l to Kay 1, 1942, the Sterling Area, principally 

~ritish Empire countries other than Canada and Ne•foundland, lfill have a 

net dollar outgo, on current account, of $240 lllillion, a.s follows: 

Dollar expenditures o.f Sterlinc Area 
Dollar receipts of Sterling Area 

Doticit on current account 

(In aillions) 

$ 410 
170 

$ 240 

(See Appendix C tor a detailed estill>ate of tho British Balance of 

Payments on current account . ) 

Thus, i t is expected that, if no cold or dollar balances are acquired 

frQll other than current sources, their "available" cold and dollar bal-

llncea by Kay 1 , . 1942, nil fall to (;218 million. 

Regraded Unclassified



268 
-2-

) , However, t.he British Treasury will recover during the next three 

mont.hs, certain dollar receipts whi ch should be addod to t.he $218 million. 

These receipts are as follows : 

a. The oale of Australian wool, which has already 

been arranged, should amount to about aso mil­

lion w1 thin the thre<Hoont.h period . IIOs t or t.his 

wool is already in t.he United States . 'nle figure 

ot SSO m1lllon does not include CIU'rent 1111ports 

(In millions) 

or wool on p.r1vate account 

(See Appendix D. ) 

b. Of the &?S million balance still due on the 

R.F .C. loan, ibS million should be available in 

the next t.hree mont.hs 

(See Appendix E.) 

c . Transfer of the Todd Shipbuildinc ! 4Cili ties, 

according to the llarit1ne Canmieaion, will )'ield 

~so 

rrcoo 112 to $15 lrlllion w1 t.h1n a mont.h • • • • • 12 

(See Appendix F' tor detailed account or "Take Outs• . ) 

d. Dollar expenditiU'es in Sterling Area tor military, 

naval and civilian persoMel (including $20 mil­

lion of payments tor supplies and services) will 

omount to at least $?0 million in t.ho noxt three 

months . . . . . . 
(Soe Appendix c.) 

Total • • • • 

• • • 0 • • • • • • • • 

0 0 • • 
. . . . . . . . . . . . 

?0 

$19? 
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'lhese virtually certain receipt# Of $19? llillion ahould be included 

in the potential dollar asset# of the British TNouury on llay l, If all 

these receipta are realized, the total of Britiah •available" dollar 

assets as of lla.Y l, will be approximately e41S ct1ll1on . 

4. This figure of $/.l S m.illion does not include all the actual or 

pot·ential gold and dollar assets of the British Tl'ouury and should not 

be used without qualification. There are additional gold and dollar 

asset# which tho British Treasury already hu or which it will acquire 

within tho next three months. llbether, as a buia for policy decision, 

any Or all Of these addi ticnal i tfms Should be added to the e4i5 million, 

that n~cds 
Is a mattar/tc:iee decided by top-ranki.ng otficillla , 

Those additional assets and receipts include the following: 

c.. Cold scattel'Od in various parts or the world,, • • $S2 milli on 

It ie not wholly clear Tthy this it«:t should be excluded rr~r~ 

tho available gol d and dollar assets. Proa\lllably it is a matter or 

transportation difficulties. The gold me,y be located in areas frCIII 

>~hich 1 t would be dilficul t to transport 1 t t o London or New York 1n 

leas than toro or three conths. Such a lag would justiJ)r excluding 

tho •s2 million from the assets which tho Bri Uoh Treasury has 

available for sale as of February 1. Provided 1 t 1o solely a matter 

ot transportation, it would s"""' that this gold could reasonably be 

i nc luded 1n the figure of •available" assets of tile British as of 

liB¥ 1, 1942. If, however, this gold is included in the itEm called 

"acattered gold", not because of shipping difticultieo but for ot her 

r eaoona , then the decision mi.ght be different. 

know, the problem is ooe of transportation. 

But so far as we 
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b. A mora important item is current cold prcduction. For the 

!ira t time in reporting on their dollt.r poai tion, the Br1 t1sb 

Tre&S\U'Y has asked US not to include COld fran current production . 

In Sept.t1nber 1941, the British estimated their receipt s tran 

newly-11lined gold producti on to be about &14S million !or a three-
~ 

month peri od . Actual gold production ot those areas during 1941 

averaged about $170 million tor a threo ... onth period, but the 

BriUah Treasury did not acquire all ot it. Saoo or it rtl!lained 

in the producinj; countries , It is likely that during the three 

months !ran February l to I.!!IY l, the production or """ly-Gined gold 

in Australia, South Atrica, and other areas or the British Empire, 

exclusive of Canada, will be less than Sl70 million, A shortage or 

glycerine and mining machinery, increase in transportation difficul-

ties, J apanese capture of small Pacific producing areas and the 

possible loss of other areas will doubtless reduce production. None-

tholoss, it ia certain that geld production in the British Empire, 

outside of Canada, will be greater than 5100 million during the next 

three months and probably will exceed $12S million. (See Appendix H 

!or table ot geld production of tho Sterlins Area.) 

Tho request of the British Treasury that gold acquired fran cur­

rent gold production be excluded troa the categOry of available 

assets was based on the ground that such gold is held not against 

dollar liabilities alone but against their total liabilities. They 

refer particularly to the increase or otorl ing balances which ere 

reaulting chiefly tr<n their intra-D:Ipire arrangement-s. 

• 
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It ia not clear •Jv tltis gold, 1t it 1a acquired by the British 

Treasury, should be so excluded, Wl1j' should that gold be held 

against general liabilities any more than ia tho gold or dollar 

asset~ which they have already included as among their available 

assets? There may be a question as to the ability of the British 

Treasury to acquire the bul k of the gold that will be produced in 

the Sterling Area. U the British Treasury cannot obtain that gold 

either because of the unwillingness or the producing countries to 

accept aore sterling, or of the inabilltq to repatriate securities, 

it would, of course, be justitied in excludina it trao its · re-

ceipts . But if that be so, the question arises whether, in matters 

i.nvolving dollar position and Lend-Lease, the United States Treasury 

should donl with t he United Kin1~0Q Treasury aa r epresenting the 

Dopire, or whether i t should deal separately flith each of the 

Dop1re units , aa it now does with Canada . 

The importance of the decision on t his point rests on the fact 

that newly--mined gold production or the Starling Area totalled over 

$6?0 o1ll1on last year and mq well .,.ount to oYer $400 mill1on 

during the next year . 

c , Dollar sec uri ties available for sale. 

Tho British sale of American securi ties has virtually ceased 

during the past few months . Their reports indica te they still have 

some $150 mi llion of such securitas , but almos t a halt of them are 

not marketable either because they are hold 1n small lots or are not 

easily avdlable . It would seem to be not unreasonable to estimate 

this iteo 88 cap&ble of easily y1old1n& ~S Dillion during Ute next 

three months . 
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d . Belgian gold. 

~bout a year ago, the llritish Treasury infomod us they had bor­

rowed $105 million o! gold fran Be~iw:> . The British Govern!lent tMla 

!bat it will have to return this gold when callecl UP«< to do so and 
' 

therefore, does not wish t o include it among its •avaUabld'assets , 

The above 1 t.em.s total about $.320 million . Raw much, if aJV, or this 

amount should be added to the IS415 milllon which we estimate that the 

British will have on lla)' 1, 1942, is a aatter for declaion by top orti-

cials . 

s. The oituat ion a!tor lla.Y l, 1942, changes drastically. We esti­

e>ate t.hnt, during the last eigllt months ot the year, the dollar deficit 

on current account for the British TreasUl'J' ma,y be as hisl> as $4?5 all­

Uon . (Details of this estimate are given in Appendix I.) This estimate 

of $475 million is basad on the asslDilption that imports into the United 

States trca JJ>dia, Ceylon, Australia and flew Zealillld will be virtually 

ellainatod because or enao,y interference with shippina. It our imports 

for cons\11\ption frOI!l these countries are cut only to half their 1941 

level, the deficit will be rough],)• $65 million less. 

'lhls figure of $475 ailllon de!icit does not include dollar expendi­

tures for and ~y Juieriean troops in tho St erling Area. l!a estimate, on 

the bash of t,nny and Nnvy figures of their con tetpla ted expenditures, 

that net dollar receipts of the British Treasury on this account tor tho 

eight.-alonth period, will tot.al at least 1Jl50 aillion. (See Appendix 0.) This 

not figure ot $150 million consists alnlost entirely ot the dollars !bat 

"Will be spent by Americnn rorces in the Sterling t.rea and allows about 

$25 aillion to cover dollar imports into the Sterlin& Area engendered by 
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these expend! tures and not covered under Lend-Lease. It includes neither 

expend! tures for supplies for the troops or constMlction, nor &lCp«<cli tures 

tor p~ of civilians in the Sterling Area. The deficit, therefore, will 

be SJ25 million rather than '$475 million. This estimate of a deficit of 

$J25 million is more apt to prove too high than too low. 

The deficit on current account or $325 million assumes further that 

the Bri tish Treasury will not acquire aey sold out of current production. 

(GOld produced and acquired is not ordina.rily incluclecl in a balance of 

~ents unless it is exported . For our purpose this clistinctiCil between 

exported cold ancl gold acquired by the British Treasury need not be made.) 

Act.w<lly, aa indicated earlier, if the output is maintained at present 

lovels, gold production outside combat areas durina the las t eight months 

of this yenr will amount to about $400 million. If output declines by 

virtue of lack or labor, or glycerine and other materials, then this esti-

mate or sold product.ion will have to be reduced accorclingly. 

GOld production in the Sterling Area, outeide of Australia and India, 

1o not Ukely to decline by core than a tourth. U thi.s is so and 1t 

current gold output of these countries, exclusive or t.ustralla and India, 

1o aaclc available to the British Treasury, llrit.ish holcUncs of •available• 

gold and dollar assets at the end of the year are likely to be over $500 

million, or GlOO million or more hi&her than Cl1 II~ l , 1942. This does 

not i nclude scattered gold, b>Old borrowed from llelgiuc, or receipts from 

s ale or u. s. securities referred to above on pagea 3-6. 

The above estimate also does not include u. s. Government expendi-

~ures tor supplies tor American troops in tho Sterling Area nor does it 

include expenditures to pay civilians in the Starlin& Area. U it is 
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desired to increase the dollar balances or the British Treasury, it might 

be po&sible to arr&nge to pay some or all ot the local civilians with 

sterling purchased with dollars by the u.s. Government trom the British 

Treasury. Judsin5 trom the Army and Navy estimate, this item alone dur­

ing the leet eight months of the year, may run aa high as $250 million. 

lf the U.S. Treasury were to provide dollars !or these aterlina OX]:lendi­

tures, there would still recain supply needs ot AMrican troo.,s which 

could ha 1 eft to the British to provide as oart coapenea tion for 

Lend-Lease shipooonts . 

One word about the outlook for the British dollar position in 1943· 

There are so Mny uncertainties at this aoMnt - ouch as, the areas 

thlt will ha i .n en&IIIY hands, and the shippina situation - that British 

dollar re;,uireMnts and recel.ots caMot ha !orecut with any degree of 

accuracy . liowever, certain obserTations :r.11:1 be helpfUl in giving a 

i')neral $dea of what 1s likely to be the aituation. First})', outpayments 

on rast cOI!Jlll tlo<>nts , which in 1942 will have amOttn~d to ovor .;600 l'lillion, 

11111 hove virtually ceased by the end o! tho cur1·cnt yo•r. Secondly, 
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tend-Lease machinery will have beEil 1JIIproved and ex;>lllded to cover gore 

t.t&Mactions, with a probable reaultant decrease in British dollar expendi­

wres . Thirdly, United States troop dollar expenditures in the Sterling 

Area will have substantially increased. These three changes should make 

for a conaiderable improvement of the dollar position of the British 

Treas ury . On the other side of the scale are the decreased production 

of gold, whi ch will very probably take place during 1943, and further 

intensification of the war etfort, which •..- still turthor reduce the 

e'9(1r t capac i ty of the Sterling Area. On balance, it appears that the 

British pos i tion will grow oo worse during 194) and •..- substantially 

i.clprove . 
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AFP!J\Dn A 

U. K. GOLD AND DOLIJ.'l EY.CHJ.l GE AS3STS 

(The eate&"ories in this table are explained in tho pages foll<min&") 

"A V A 1 L A B L E" 

J:arko·-
....-.r Less 
--securities 

table and direct 
Official u.s. OJ.reet I.nvest.oents 

Lollar Sub Securi- lnvoat.- J'lcdged to 
Gold Balances Total ttcs ~ents the R.!'.C. Total 

1°30 
Sept. 1 2,0)8 50 2 ,083 aaa 610 3,586 

1941 
Jan. 1 256 54 JlO 554 610 1,4?4 
Feb. 1 119 116 2)5 485 610 1 1 ))0 
:·ar. l 102 82 184 4)6 610 1,2JO 
Apr. l 92 69 161 375 5)0 1,o66 
l!ay 1 - 7 159 152 JJO 5)0 1,012 
June 1 23 115 lJS )04 495 9)7 
June )0 54 10? 161 310 495 966 
July )1 97 49 146 )21 495 962 
Aug. )0 141 54 195 )10 495 - (145) 655 
Oct. J 142 96 238 JO'I 495 - (475) 567 
Oct. Jl 2'0 1)9 )59 29? 495 - (600) 551 
Kov. )0 296 90 )86 28? 495 - (600) 568 
Dee. Jl )6J 88 451 2?0 495 - (650) 566 

1942 
- (650) Jan. Jl 40) 55 458 290 495 593 
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U. K • :l()!Jj • M: LOU...R UCH. IIJil •. ~~'TS 

APPEIIDII A-2 

('lbe categories in this t able are expbined tn ~he pops following) 

" " :. A ·1 A 1 L f', n L '!!" Grand 
Total Gold oeld Tr,Ja:ts ln "hva1,.1-against l• . :;. held Other able" Seat- ll".mediate Private for IJ. ~ . 11 . S. t'\lus 

~-t.n an tered Lt•bili- Ooll• r BMM1ct- Sec~tr"t- : "'lnav;otl-
!;gi~ ~!!!lsi tj.es Ba!ance§ fii§:l! ties Total able" 

19)9 
Sept . 1 544 290 62 8')6 4,432 

1 30 21 315 290 62 718 '.,192 
1 29 6 '95 '90 62 682 2,012 

h r. 1 21 ?SQ 290 62 662 1,892 
Apr. 1 lOS 18 10 299 290 62 684 1, 850 
P.ay 1 lOS 9 10 291 290 62 76? 1, 7'19 
Jwoe 1 l OS 11 10 310 290 62 788 1,725 
June JO lOS 313 290 62 770 1, 736 
July 31 lOS 13 10 313 290 62 793 1, 755 
Aug. 30 lOS 10 10 313 290 62 790 1,445 
Oct. 3 105 20 10 300 290 62 795 1, 362 
Oct. 31 105 33 10 311 290 62 811 1,362 
Nov. 30 105 46 10 301 290 62 814 1, 382 
I:ec . 31 105 37 10 311 290 62 815 1,381 

1'142 
J>n . )1 105 52 10 307 2'l0 58 822 1,415 
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ll . Y • GOLD >.liD OOLUR SXC!ll.r:oz ASSZTS 
AS 0!' J.>.HU/.!!1 )1, 1942 

(•xcepting where noted, these are British Treasury figures) 

"AVAILABLE• DOLLAR ,\SSETS 

1. 0~~.., 0 •• •• •••• ••••• • • 

{T~tal gold holdings of the government ~f . the · u :x:, ·oth;r· 
t~~n Belgian gold , scattered gold, and gold held aeainst 
immediate liabilities, listed below, as reported h1 the 
British Government . ) 

2. Official dollar balances ..••..•. ...... 
(1ote l dollar holding• of the Government or tho U.K. as 
reoorted by the l!ri tish Oover=.ent.) 

J. Sub-total • • • • • • • • 0 

4. U.S. securities • •... . .... •••... . • 
(Thts ficurc is the total of ;205 million of securiti es 
pledged or to be ~ledged against the R.P.C . loan, and 
or ~SS ~~llion of other readily mnrketable aocuritios. 
In additi on to the v85 million of readily marketable 
securities the British report holdings of ~58 million 
of eecurities that aro not r eadily r.lnrk, tablc . Soe 
l.onendix D, "The disposition or Britiah-owno~ dollar 
securities ," for a statement of soles and chon[l<ls in 
markot v•lue.) 

5. Dinct investments ... ....• . ...•.•... 
(This figure represents the ~900 million eati=ato reported 
to Congress in January 1941 as the valuo or British 
direct investments in the U. S., adjus~d tor J'-90 million 
&aid by the British Oove~ent to b! held 1n trusts for 
0.1. bcn~ticiaries, #80 million r cpresentinc tho value 
of tho Viscos£ CocpaDJ', and $)5 million raprt.sont1ng the 
value of tho Brown and williamson Coopeny. A study of 
British direct investments in the United Statoa, Mdo in 
this Division, indicates that the total book valu.o of 
such invcstmonts at the beginning of tho war W3s ovor 
61 billion. ) 

6. Dtduct: S~ccuriti·.s t nd direct invest:nonto p1"dtNd to th~ R.F.C. 
(On Dtcc:nlx r 2 tho Ciftt disbursement was ·ado on tho 
R.F.C. loan , 1'18~1ng the total disburscr.>orts ~)50 
million ag~inst tho d~posit or $450 mill~on of nssots , 
an~ the ~lodgo or tho cnrninzs of U.S. br~nchus of 
Brjtish insurcneo eo~anius whosc .net ansc ta nr~ worth 
e2oo milllon.) 

(in millions) 

• 40) 

ss 

;1458 

495 

- (650) 

7. Total - •nveiuble" dollar aasots. • • . . . . . . . . l.m 
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U • K • OOL~ : 1\t toLL ~ E:::CH. r;Q;; •• SSETS API"JJlJJX A- 4 . S 0. J. ~11: RY Jl, 1942 
(cxccoting whcro noted, these 3rO British 1'r enaury figures ) 

"IW.A VAI.Lidil.E• OO!lJ.R ASSETS 

a. ~~nago~~eci rr~m · B~l~~· a~d • s~id to · b~ .;,~.;iiabl~ 
because of the equal liability to tho B~lgian Oov•rn­
mont.) 

(in lllillions) 

• ,) 105 

9. a ttcrt d . . • . • • . . . • • . , , • • 
t'hc British state that t-"is '!Old is scottered in 
v, r1ous carts ot th~ ~orle and therefor£ noL 
•••llabl~ .) 

. . .. . . . . 52 

10. Oold ~d~ agalnot icnediatc liabilities .•.... 
(The l.'rUhh state thFt 1-his 1s • rcscrv~ set un in 
accord a nco w1 th the terms of cl•.ering a.r-eooents 
between the u. r.. and other countries , and that, 
bcc8use of tho t oros of those agreem¢nts, tho gold 
Is not avsilable . ) 

11. Pr vat l ar balances ...• , . , . .. , ••• 
Theec ar c U. S. Traasury d2ta . Thu British stato 
that th<se or i vate balances are at a minim~~ 
necessary to the conduct of busin~ss anrl ar~ thus 
not avoil•tle to the British Government.) 

12. Trusts n u.s. h~ld for u . ~ . benefic ar QS ' •• ' 
Theeo trusta art. established ~~r U. S. la~ and 
hence the assets may be unavailtble to the Britiah 
Oovermocnt . ) 

1) . Other U. S. s ecuritios .•.... • · • · · • • · · • · • • • • 

14. 

(The British stal-e that of th<: ->14J llillion of U. S. 
sccuntica held on January Jl, .,.58 llillion was not 
re•~Hy mark~tablo . ) 

Total - •unavailable" doll ar assots 

10 

) 0? 

15. O'!H[I TC'l'H - "available" olus "unovDtl,bh" · · · · · ;,;1,415 
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THE t iSPOSITIOH 0? BRITISH toW't Si:CUJUTIES 
(in cillicns >f d~tt4rs ) 

St.on<tard 0 
9 

Remainder after 
taking account 

Pl• ·dg<.'C! to 
i ndo• or of sales and of 

Sales 
pri ces of changus in r.utr-

R.F.C. 402 stocks kct value 1/ 

AuBUSt 10~9 
Sept. 1939 to l~r. 1940 :.. 155 

J 91 .,; 95()tf 
?9 !14'l 

1940 Vorch Jl 92 82? 
April JJ 
lay 18 

93 80J 
June 7 

8J 592 
7J 61? 

July 4 
Aubllst 6 

?6 628 
?8 646 

Ssot uber ? 81 6?0 
Cctobc:r 5 81 658 
tJovt;mbir 22 82 62b 
December 29 85 6161< 

1941 Jrnuary 53 85 54? 
Febru~ry 29 80 498 
t'arch ?0 80 4J? 
April 18 78 J92 
lloy J? 7? J66 
Jun• 8 80 J?2 
July 6 ~ 205 83 1?8 
August 7 83 16?* 
Scotomber 2 ll4 166 
October 3 80 154 
t.ovcobcr 4 7? 144 
L<ccOibcr 2 ?2 12? 

19C Jenw ry 1 ?2 143* 

• Tot nl holdings r eported by tho Br itish GovcrntiOflt . Or the vl6? million 
reported held on S..ptC!tlbc:r 1 , 1<141, only ;105 aillion ""s said to be 
rc•d! ly morkctcblc , rnd l JO million or th• t amount was oaid to be in 
amoll blocks that could not be iomc'C!iat~ly mobilized. or the ~14J mil­
l ion r eported hold on Jonuery 31, 1942, only ~85 million was soid to be 
r~td! ly markotoble . 

lJ The s mounts held Pt each dst_, other thon thoso stnrrod hove been det er-
1'\.ln~d by adjusting t.hc previously r eported holdina for s•lcs rnd for 
changes i n marke t prices ot.ch week. Since th• 1ot just!ll<:nts for ch~nges 
i n l1lf rkc t price were made from Standcrd 0 s YIO<.kly indax, tho monthly 
indox sho11n would not give cxcctly tho aamo results . Furttu,nnore, sineo 
chen10a t n ~trko t v•lue wer~ cstimotcd on ~ho basis of changes in 
Stondard 0 a index r ather ~han changes i n thd exnct ohar es held, the 
Uli~te is only en •pproxiute ono, perUcularly si nce British holdings 
include r n unknam ... ount of bonds. 
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APPEIIDIX C 

The Britiatl Treasury at various times sinee the outbreak or wu 

has sutmitted to the United S tates Oover01:1ent estimates or their ex­

pected gold and dollar expenditures and receipts .. These estimates tlavo 

undergone extensive revisions during tile past two years . Because or 

rapidl,y changing conditions, previous estimates are no guide to the 

reasonableness of f orecasts tor the tuture, except i n a very general 

sense and tllen onl,y it, after the periods for which the esti<lates have 

been made, the es tir.lates can be canpared m. th whot actually tlappened 

and a "'a.rgin ot error calculated. Re::J.abilHy of earlier estir.lates 

sulmitted to the TreaGuey, insofar u it can be GBcertained, has been 

one cr iterion used in evaluating the British forecast or the dollar 

posi t1on of the Ster lin& Area for tile current three o:ontlls . This • ..,._ 

orondUQ is r estricted t o a consideration or tho dollar transactions or 

the Sterling Area of a rocurrent type and on current account. The vari­

ous capital itec• affecti.ns tile British gold and dollar posit ion and 

prospocts are discussed i .n s eparate nuwnoranda·, 

The Britistl Treasury eatl.J:Iates tllat during tile three montlls , 

February through April 1942, tile Sterlin& ~rea will ir~ur a net l oss or 

dollar exchange on account of cu.rront transactions of a recurrent type, 

or $240 aillion. Th.is estimate does no~ allOif for t.he export of lli'.Y 

n""ly-mined gold , Estimated dollar expendi turos for the three oonths 

Division of UonPtary Research, 
Treasury ~paru.ent 
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APPENDIX C- 2 

are placed at $1.10 oillion and estiJ:Ia!Ad dollar receipts on c..u-rent &ccount a t 

$170 oillion . A s1m10ary t able of expect ed dollar expenditures and receipt s of 

tlle Ster ling Area f or t he t.h.ree-oonth p<>r!od, Februa.ry throuGh April 1942, 1o 

ct .en bel""' 

t.. . Payncn ts to IJ . s. by U. K. - . .••. 
8, Pnynents to U. S . by other Ster ling Ar on 
c. Paynents to areas outside u. s. l'equirins 

gold or dollars • • • • • • • 

Tot.sl dollar expenditures 

A. Recei pts from lf . S., by U. K. • • , , , , 
8, Rec•1pts fi'Qt,l U, S . by o t her Ster ling Area 
c. Uni dentifiable receipts of the Sterling Ar ea 

Tot.sl dollar !'Ocaipta of a !'Oeurrlzl& natu%'0 

Deficit on CW'rent account ! ••... •.•• • 

EST:W..TE:ll DOLlAR EYJ'l:.1rJITUFJ:l,; ~liD ilEC&IPTS OF l'IIE 
Sl'<J'J.UIG t.liDI, FEBRUIJll' 'l'I!J!OUQH APitiL, 1942 

A. Payacnts to U, S . by U. K. 

1 . Payment s on Bri tish Purchasing !'ission 

( In millions) 

S2?5 
110 

$ 65 
90 
1~ 

$1.10 

co:r:1i tlllent.a • • 0 • • • • • ' 0 0 0 0 
• • 5185 

This ficure i s !-15 million lower than IJle February 1 

forec.ast of the Bri tish Purchasing l:is•ion . '!'he Britioh 

Purchasing Mission for ooost " "s l awored for this tabulat ion 

on the suggestion of British Treasury repreoentatives to 

allow ror possible further delays in deliveries . British 

Purchasing !Ussi on rorecoots of par->ento due on eont racte 

are bnsecl upon delivery schedul es enllod for i n the eon­

trac:ta and, because of delays 1n shi)Dent.:s , have been con-
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.lccordina t.o a recent British ~rllnd...,, the &bove 

forecast epparentl,y i ncludes payments on contracts which 

the United St.otes Oovernment has already aareed t.o take 

over, but which to our knowleds e have not yot boon trans ­

ferred. If thoso payments are included nnd 1! tho contracts 

are taken over by t his Qoverrunent, t ho above foro c..., t should 

be lower . 

2. u. IC. P8."''"'nts t.o U. S. for other merchandisu imports 

.lPi'E!IDIX ~ J 

(In clillions ) 

outside tend-Lease .... $ JO 

Theso goods consist of the so-called "hard core" of 

British purchases of United Stetes good•, which fur polit­

ical or adminis t rative r easons are not modo tltrOU(;h Lend­

lease procedure . Included are Hritish purchneos or defense 

articles which the British assert are so urgsntl,y re~tuired 

&S tO preclude the use Of Lend- J.ease prOCOOUN , Of the 

$12.4 million of British dollar co=itmdf\t.a ovor t5,000 i n­

curred for account of the United Kingdom, Doc""'ber l2, 1941 

to February 7, 1942, ~5 .8 o:;ll!on wa:: Cor it.ecs garl:ed 

"u"gent • by the British. 

WilY these exper.ditures for p""chasos outside Lend- Lease 

are so high, and more speci!1call,y, why the so uraent SUJ>­

plies are not procured through Lend- Lea"u machinery, is not 

known . Tho t.end-LcMe author ities infom uo t!Ult, with 

ra•o oxcop~1ons, all requisi~ions are cleared completely 

within 48 hours a:ld any requisition markod "un..,nt" 1s 

clM:-od 1n cuch lbss ~ime than that . 
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'This es~iuate is 3Q.1ewh:J.t higher than ~he ficrures oub­

"itted ~o uo by the British during tho outuor of 1941 when 

the general problec of the scope of Lend-Lease procedure was 

belr.g diacuosed by repreoont.atives or the !lritish and u. s. 

'i'reasurieo with the Lend-Lea.se Adlniniotration. t'he Treasury 

has no infor:1ation as to why the esti.1ata for these purchases 

has been increased . ~Jinat.ion of the recent dollar ccrc;it.­

cents Incurred by the British indicates thet this estluate 

·. ay include dollar pa,yt.ents on corJuitl..ents which Lend-Loaso 

has ?rotlised to talco ovor it it can . 

) . u . r.. pa,yr:.ents to U. S . for services , 

a . For shipping serv!ees •..... 6 25 

This tigure seo: .• o hi&)l . Lend-! eMe J.dr.:inis~ra­

tion hns recently adopted a policy whereby practi­

cally all dollar e;cpenses incurred in the Unit.ed 

States on account of British shippina as ~ell •• 

all dollar costs of t.ransporti nc defense articles 

fra . the United States to British nreas are eligible 

for V.nd-tease pr ocedure. Because or a<t..1n1strative 

or othor difficulties, this prir.ciplo tla'/ not yet be 

fully operative, 

Up to the besin.-.illjl of 1942, the British dicl 

not su'bul~ for Lond-l.easo ocean rrei&)lt charges leos 

than $5,000 in r espect of any on• sailing of a 

vessel not owned or corotrolled by tho U. s . UaritiJ •O 

(In oillions) 

~ 40 
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C"""iasion. In January they onticipatnd that in 

the near future it would be possible to reuuce 

this ceilinc. 

•rhe nbovo llriti sh estilr.at~ f o r the current 

thr oo•111onth period is much hieher than the ficure 

submit. ted to tho United States Treasury in :Zov<nber 

191,1 . It 1s as hi&h ll3 earlier estimates which did 

not allow t or placing of any shippinc costa under 

Lend-Lease procedure , 

b. !'or interes t and film royalties • • • • • • • • & 15 

285 
APP!WIX C-5 

(In cdlliona) 

'•'his figure appears l<m in t~tJr~}rc~P!);t:o=•nt With American fila 

which provides for the payment in dollars , on 

AprU l, 1942, of SlO mi llion of acclll1iulatod 

blocked s tor line balances and for the trnnsfor 

during the year '!llding October 24, 1942, of t;20 

million of currer.t receipts, such tr..,of ars to be 

made at the end of each quarwrly period . 

Int vreat and d1 vir. end payments due frao the 

'lnH 'td Kingclao to the United States havn rmained 

rolativ~ly stable . The ~stimate for th~ current 

yenr 1a no million . 

4 , AU other U. K. payments to c . s ... • . · • · · · · · · 

Tll6Se pllymonts are for other gnod• and services which are 

urgor•tly required cr ir.eligible for Lend-Lease pr;x:eduro . 

They are in addition to the "hard core" of merchaziCiise pur­

chases mer.tioned above . The Trell3ury has 11 tl.le 1nfo1'1lla t ior. 
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as to wllat this ltG:l covers. It appeared in the British esti­

mates Cor tho first time in Septeober 1941. 

In their llovcrnbor estimates of dollar p""""ente to the 

United States, for the six months ending April JO, 1942, the 

ilri tish included $30 million for purchaaea ot Cuban sugar 

and 1110laases on the assumption that these purchases would be 

ineligible !or Lend- Lease; this r epresents one-halt of tho 

coot.aoplo ted purchases of CUban sugar and molasses durina 

1942. Ire do not know whether pa,J.'l:lents tor these CCJ::IIodi ties 

are included in tile esti.cate for the current tllre&-coonth 

period; it is our understanding, however, that they are being 

obtained under Lend- Lease . 

Among the British dollar commitments over GS,OOO incurred 

between OocCil•ber 12, 1941 and February 7, 1?1.2, are threo 

California tllX assessments totall:ing $J . 7 million . State and 

local tax lovies may be another item included in the 620 mil­

lion estimate. 

Total estimated payments to u. S . by U. K., Febru"!'}' through 

April 1942 

8. P'l:/!lonts to 11 . S. by other Sterling Area 
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AFPEIID!X c-6 

(In 1111111cns 

1. Pa,pner.ts to U. s. by other Sterling " Na !or 

merchandise imports • • • • . • • • • • • · • ... $85 

U. S . exports to British Empire countries, exclusive of 

the Unitud Kin(ldan, Canada and Newfoundlnnd, durinc tho first 

eleven months of 1941 have been running at an annuel rate of 

S650 million. The above British eotimato for the current 

three-mont h poriod is at an annual rate of $)40 :dll.ion. This 
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APPEZIDIX c-7 

( In millions) 

l ower figure a.ssumes a further expansion of Lond-Loaso 

proceduro and tight.ening or civilian impor~a ot these 

countrios u a r esult of' the critical shipping si~uation. 

If, ao we are infonned by Lend-Lease authorities, Lend­

Lease procedur e i s extended t o cover all commodi~ies 

essential to the war ef'tort of British Oceanic and Asiatic 

coun~riea - Australia, :lew Zealand, British India and 

Ceylon - and 1! the shortage of shipping leads to the 

restric~ion of imports into these cou.ntriea to bare essen­

tials, dollar expenditures on account of cocmodit,y imports 

of these countr ies ma,y shortly fall substantially below recent 

levels . Such a drop, however, may not be reflect.ed in British 

dollar expcndi turcs during the curren t t hl'ee-month period. 

2. Payments to U. S. by rest of Sterling Area f or 

services . ... . . . . . . . . . . . . . . . . . 
This est ioate is ouch higher than previous figures sub­

mitted by the Br itish to the Treasury, apparently due in large 

part to an anticipated rise in shipping expenditures. We are 

not clear 111\y U1is estimate for shipping expenditures should 

have been raised , inaSllluch as Lend- Lease A<binistration re­

ports that they are non working on a procedure undor which the 

great bulk of dollar expenditures for shippin& services rendered 

British coun tries are eligible for Lend-Leaso . They report 

that they ~ro now operating on that principle, but they do not 

know whllt proportion of these expenditures are being covered 

by lend-leQSe procedure. 
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(In millions ) 

Int.ere:t and dividend pa,yments aro estimated by the 

Bri~ish to 1111ount to about $JO million per year , 

Total po,ymcnts to U. S. by rest of S~erlins Area, 

February thr'Ough April1 1942 , , , , , , , , , . , 1 , , • 

In ¥:!£!' Q! the high estimate for shipping expur.ditures , we 

believe this !icure is larger than actual dollar <xpenditures , 

c . Py:.ents by Sterling Ar ea out3ide u. S. requiring gold or 

dollars 

1. Dollar pa,yments t or oil fra:l u. s .-owned sources 

We do not know what propor tion, if any, ot the total 

vol.me or oil !rom u. ~.-owned sources used by the British 

• • • • $ 15 

Is being obtained under Lend-Lease procedure . The Lend-Lease 

Adminis tration reports that any oil used by tho Or i tis h, no 

cattor whor e purchased, is el igi ble for Lend- Leaoe . In view 

of this fact, the above figure, although lower th:>n earlier 

British es t imates o! anticipated purchases of oil f rom 

A::>erican- owned sources outside the United States, scfJllS high . 

The British s tated in February that thAl present need for 

greatly increased supplies of oil in the Far East which calls 

!or dollar expend! tures was cited aa one !oet or a oking tor a 

worsening or their dollar position. 

2. Other dollar payments outside u. S •• • ••• • • • • • · & 10 

Tho 9ritiah have always incl uded in the Ii iJUr OS t hey have 

subni t.ted to the Treasury an estimate of es bil au~ dollar 

payments ou~oide the United Ststes. Included in vorious or 

these estimates were expected dollar expendil.uree for the 
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(In millions) 

purchose of essential cCXJCodi ties requirins p~nt i.n gold 

or dollars , as well as gold or dollar transfers to ouch 

countries o.s Turkey, I r an and Egypt. The itco apeclficall,y 

mentioned by the British as being included in the above 

estiloate 1o Bolivian tin . In the earlier estiloates the 

Dritish carried a figure for expected dollar expenditures for 

essential cccmodi tics purchased outside United SUites of 

.,..• S40 mUll on per year . 

Total estiaated dollar pa,ygents by the Sterlins Area 

outside U. S. , February through April 1942 •• , •• 

Total est.ialated dollar expenditures of the SterlinG Area, 

. . . . . . 

February through April 1942 • . . . • . • • • • • • • . • . • . • , • 

Doll ar Receipts on Current Account 

A. Receipts fr0r.1 u. S . by u. K. 

1. U. K. receipts froc U. S . for merchandise eJq?Orts •••••• $ 25 

llorchandise iloports of the Uni ted States frao tho United 

Kin;;dom have been at a monthly rate of $11 million during the 

first eleven months of 1941. '!11e above 1Jr1tio:1 forecast is 

lower than actual aports during recent months Md also l011er 

than th~ir previous estimates . '!11e figure has boen reduced 

to allow for further intensifiaction of tho Or1t1sh war effort. 

H appearu 3 l1 ttl~ low in the light of the above tJ . S . import 

figures but not sienificantly so, if allowance is .. ade for the 

fact that British eJq?Ort figures are f,o , b . and our il:lport 

Statistics are on a c . i . f . basis . 
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2. u. !(. receiots from u. S. for services 

a. For shipping services 

This is much higher t han Britieh estl.Jnatcs 

nnd presumably r eflect s higher shipping costs: 

b. For interest (not assigned against the R .~.~ . 

~) ..... . • • • • • • • • 0 • • 

This figure seecs high . It indicates that the 

,• ilrit1sh expect to receive interest and dividends on 

thei r investl:lents in the United States, at a level 

roughly one-half as high as they estilllated a year. 

ago thoy would r eceive during 19t.l . Their estimate, 

submitted a yeur ago, of interest and dividend. 

receipts from the United States for the yoor 1941, was 

SJ5 million , 

~ . All other U. K. receipts fra:~ U. S . ..•.••. 

rece!.pte are . 

Total enimated U. !(. receipts fra:J U. s . , February 
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(In aillions) 

. :; 20 

5 

20 

t.hrolll!h April~ . . . . . . . . . . . . . . . . . . . $ 65 

a. Rec•ipto from u. S . by rest of Sterlina Area 

1 . Receipts froo u . S . by rest of Sterling_l!:o~ 

merchandise exports • • . • · · · • · • • • • • 

This figure assumes that military and novnl operations 

will not interfere in the near future with shipnents to the 

United St ates fra:> British Pacific and Asiatic areos still 

ur.der t he control of the United Nations . >lith the ••caption 

80 
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of ~ustralia, the British estimate o! oxporte o! those 

countries to tho United Statos !or tho current three months 

com;N~reS closol,y with t ho l evel or actual ship>ont s during 

Ute first eleven months of 1941 , Thoro is a large discr epancy 

between actuul imports from these countries durinc recent 

months and the British estimate for the current three-<~~onth 

period , but this is accounted for by ship>ents of wool fran 

,· ~ustralia !or stock pile purposes . (See Appendix D. ) The 

abo·1o estimate of United States iloporw fraa Sterling Area 

countries, excl•Jsive of the Un1 ted Y.incd<D, D&Y not be "uch, 

if any, too hig)l for the current threo-month period , 

2. Receipts from U1 S . by rest of Sterling Aroa for 

servicE's . . ... ; ... , ... , .... 
Thio estimate is hig)ler than any of tho previous figures 

carried by the British and probably reflects Gil increase in 

anticipated roceipts for shipping services rendered the United 

States; 

Totnl estil:lated recei?ts f'l"a:1 u. s. by rest or Sterling Area, 

• J 0 0 • • 0 • 
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(In tdlllOIUI) 

$ 90 l'ebruary throug)l April 1942 • • • • • • • • • 

This ticure is probabl,y oh the high side~ 

C. Unidentifiable receipt s of t he Sterling ArB_! ; • • • • • • 0 • 0 

This is a residual it<Lt, based on the rate at which 

the Britis h hnve bee n l osing gold and dollnr~ during r ecent 

QOnth•. It may represent in part capital inflow and in part 

such itCC>s as sifts and profits of British fims receiving 

dollars for exports rroc the United Stat es to third countries . 
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Total estimated dollar receipts of Sterling Area, or a 

recurrent nnturo, Febru!ll'y through April 191.2 • • 

Estimated dollar deficit of Ster ling hrea on current 

292 
APPEIIDIX C-12 

(In millions) 

Sl?O 

account, February throucp April 191.2 , • • • , • • • • • • • • • 
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APPS!mJX D 

P!IOBJ.I!IJ'; !XlLLP! RECEIPTS 0!" THE STE!U.IN:l ,'.!'_"J> F!!~ 
T!ll. SJ.LE OF ; ,UST!U.U.:l: liOOL ro:t STOCKI'l!.i: 

Ur tn tho r.lidrilo o! February 581 thousand blllos of /.ustrolian stock­

rHo wool hrd bc<n r eceived in tho Unit.>d Stetos , ond 65 thousand bal es 

1<cre t.h~n r.float . The vdua of this wool , both t hP.t here Md oflo,t., is 

rpnroxi~rtoly $50., million . 

Tho purchesc ogrc•ment between the Uni ted St.•tos r.nd the United 

Kingdom hcs not yet been signed, although agroe100nt hes been reached 

on orlco •nd 1110st tar:u. Cons equently , tho British !l>ll.lf be apected 

shortly to receive this o50., r.lillion . 

The purchase agrecmant r uns to !.pril JO •nd •nll probnbly be ex­

tended . Luring t his oer iod eddi tionel quantities or stockpil e wool will 

be shippod fr001 .l.ustralio and t ho dollor r eceipts of thu st>rling are• 

r.il l corrosoondingly incr ease . I t h•s been usti1otod t hnt some 150 thou­

srnd bol es , f!Orth ..ill. 7 l!lillion m•y be shipped butwoon ncm r.nd !.pril JO . 

Return shipring from n~strtlio is now plontitul, nnd, b<!couso of 

tho ll~itc~ supplies of high gr~dc wool rvril•blc, thoro is a d•nger 

t•.rt """"' shios rory cooc in b.·ll~st . nceordingl;r tho British have rc­

qucsU;d, tnc! tho \l . P. B. hrs recoancndcd, •hrL thu Un!.ted Stat.s •grce 

to reeept •~ wool of lower grades . I! t his io ~ono, •~ 200-~50 

thoussnd wlcs of second gredo wool , worth '>14 1'\l.llion, ""'7 bo iMported 

for con:bined stockpile end com:oerciol uso . 

hll of t ho a bove nmounts ~ro i n od~itinn tn no~l co~rei"l 
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,\PPElitU l! 

HISTORY 0!' T!B R. F. C. LO.'.N 

On July n , 1941 the R·:construction Finnnco Corpo'"tion , nnounccd 

thol It hrd r uthorizod • fifteen year loAn of ~425 Million to tho 

United Kingdo~. Collatcrrl for the loon wos to bo provided by British­

ownc-o s~curttieo worth o205 ::Jillion end diroct inv•stnonts \forth ~5 

odllton . The errnings of theso ossot• toBOthor wi th th~ eornings of 

the United SUites bnnchos of British insurance cOO.oN>ics t<hosc r.ct 

asstls r~rc r.orth v200 oillion, were to be no•icnod to the H. F. C. to 

axp<cted thr t the o~rnings of th.:> ossots r1ould bo sufficient to r~P."Y 

lhe loan in fifteen yvars . 

The follu•ing disbursements hnvo bo~n ~da• 

(1) 

m 
(5) 

J.uguat 1 
SootJ"'Ibe r 22 
October 1 
October 2) 
Occo10bcr 2 

Toul 

~100 million ngeinot ~145 nillion of assets 
25 .Ullion ogelnst )0 Million of essots 
75 oillion tgoinst 100 nillion of assets 

100 million rgainst 125 Dillion of ossots 
_jQ l'!illion :~:oinst ~ "'illion of nsscts 

.;)50 .Ullion ng:inst v450 cillion or nssots 

There rC<",ins • 75 mlliM due, of which •10 Million will bo held 

permanently by th• R.F.C. as e part of the sinking fund , and theN rc­

nnino .50 ~illion of securities still to bu deposited . 
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i Pi'EIIIllX 0 

I.Rl'Y • ND N:,VY ES!'J'IhTBS OF IXlLL II EXP"':.NmTIIRBS FOR 
HD BY :.I!ERJ<:;N • Rl!ED FORCES IN T!IE STERLIHG ,,REI J~ 1942 

(In l'll.llions) 
J.:ilitrry Civilian Suppli-.s nnd 

Paz P~':t W..~orinls Tot al 

r.uy .. 17? ... 389 .. 116 -J 682 
lievy -22 ___n --.!2 --22 
Totrl ~ 202 .. 412 .. 134 .. 748 

or th<: tot~l of •748 oillion osti.,~t-:d by the •. r!"i)' and l!rvy for 

1942, ,134 -rillion is for SUPf'lins tnd Ntor1ds thr.t -vy b<: nbt:-in<ld 

-ithcut dollrr p:'Y!T.fltS 05 p<'rt C<rr<"nsotl,nn f~r ~ur lcnd-1.<-.:>SO essi~­

l.<lnco. There r<>:"lllins, bowev•or , v611. n1111on for rlilittry "nd civ;.Urn 

poy 1\'hich, cccording to the J.rey, "ill pra slll:\."bly be P.'id in dnllnr s, 

unless ether orr~ngc~~ts ore n3de . 

(• ) The ~17? l'll.lli on for Ailit• ry pry nf t ho hrny ~xcludos •11 

tronp srvings and nllotnents to dependents . Tho srMo is probeb1y true 

·>f tho tlovy's estirote of ..25 oillion. Th•rofnro , most of the ;j202 

oillion will ornbobly be spent in tho Sterling /.Nn Md the only off-

oct will be tho o.,unt. that. those aroos will h•ve tn spend upon 1:>­

pnrts rro-. the Urli t.cd St.•tes t.~ provide the qll4nt!.ty or type ~r gmds 

the trc• ps will buy. (, ls~ sOAo of tho soldiers ' poy will be spent 

no itC"'s il"portcd tr~;~ the Unit<-'<! Stotoo by c<mpnny c"ntoons . ) lin 

d&tn • re ovni l nblo wtth Yhich to distribute tho nnnurl tntrl nvor tho 

Yt!f'r, but , sinco A.:!:uric;-n t r?nps nr~ nnly brJ!rinni nz t.., nrrive in r"~.&"'ny 

" f lhC rr,.,t'IS
1 

the QU~Tt~rly brcr!'di"J'r.n fl'\f thO YCflT .,.y be ;'H)l)Tnxi:-V"toly 

•s follows 1 
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1st qu."r ter 
2nd qu..,.-t<.~r 
)rd qu<rtcr 
4 th qw.rt.cr 

~ 1S ••.1lU~n 
)0 n1111on 
SO n1111on 

_\22 JOJ.lli ·>n 
,202 l'll.llinn 

I.PI'c:t/IliX G-2 296 

(b) Th : csti• 'te ' f v412 "'illi .. n f "r ctv111r n P"Y 1nc1uclos "l"StlJ' 

tho "'"Y ~" t St(l.rl:l.ng l rcr. C">nstructi"n Yt"'rk~rft . Sinco the "'"rkors Pro 

1( cr 1 r<Sidcnts therd shoul d be •nly .,...,u l)fC-scts t •' this CXp<Jndituro 

f"r 1ncre•sod i~P"rts l'r<'n the Uni t od St.:ltcs " Utsido t.<,nd- Lcnsc . 

Ct-nst.ructinn r f n;tny ?t those b:!a'Js is uell untlcr ,~ry, rnd , c~"n­

uqucntly, l trSC r a t e s ' f expenditure ~n civtUrn pr.y 11111 bo r.uch D<'ro 

r rotd1y r orch::d. '!be qurrt: rly distributi" n IV'Y be rooroxi:vtol7 as 

t.r-ll,.t;s : 

1st qurrtGr 
2nd qtu:r tcr 
)rd quor ter 
4th qulll'tcr 

" 60 nillion 
100 "illion 
1'-S nilli··n 

..!a7 oilli · n 

v412 .. nunn 
t.t present tho civili•n p.•y is being rwdu with d>ll"Ts (,r with 

sterling purchnscd witt, dollnrs}. To ,, hot oxwn t this nil1 C•>ntinue 

t.r be th"" prl\ct.ice ':lC d .: n "'t yet. kn- .. . i~..,:.lw:r , nny chc"'ngo thr t nay 

be f!rctd(;.d U?<"" nill prt•b."'bl.,v n >t c•·=-: int : t..:t"'ct. ~;tnr\1 ,.nril 1, 

rt>(! ll"Utbly not be f er·; iiay 1. It """ld I>; c '"sorvrtivc , tho::r" f<>r c, 

1. t.: rll,.w .,I.J) Nlli\'n DS an astir.,4\t C. ot d~"ltr r roe.:~ipt.s •' f tht. British 

Trc•sury ~n this 1 to::~ fr<'n Fobru" ry 1 V> !lay 1, 1942. 

(c) Tho . 1)4 'llilli" n nf supplies nnd "111Wrin1s consist• m stly 

nf cr nstruct1• n oa ter inls rrd r~"ds l>•ught fT•'" civi li•n cont r act<'rs . 

~rhile ~any ~! these suppli-.s lfli'Y bu pr.•vidcd with •ut dollPr exm ndi ­

luro, it wi ll oo s·!l'.e tir'C bef? rB thosu "Trrn;roncnts ora ose.blishod · 
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(;-nSC(IUCr.~ly, ft8 "'uch :S ,..2() !lilli~n ~J:y be fl"id in d<-llr.rs during 

~he nrx~ three ~·nths, although a•mc ~r thu d~ll•r PFY=Onts nay be 

off-so~ by incrensod cxn~rts tr~o tho United Stntos. 

In sunrnnry, wo b•licve tho f "ll•'Wins is • c.msorvntive ostirotc 

of the dc.lltr rec<>;,pts th•t t he Br itish Troaoury nr.:- obtr1n on 

SCC!'Unt. "" f cx"'·ndi turcs f ·:-r nnd by ;.naricl'n rrn"!d f""rcos nbr,P.d 

during tho throo , onths !rnc FcbruPry 1 to Uny 1, 194?: 

Fr<>:o exp.>ndi tures t~r :'1111 t.l>ry pr.y 
F~r civtli•n ooy 
Pnr suppli~s ~nd -.·~rinls 

Deduct vlO :'11111• n for incrcoscd 
1 -:1ports ::t t under knd-Lcr so 

..:10 :'!ill i on 
40 .Ulli,n 
~ ,nll•n 
~ao n1111~n 

...!Q :'lillion 

.;70 nilli <>n 

During the r~•indcr of the year tho expenditures for rdl i•,ry 

pr.y will orovidc dollor r oceipts f~r tho British Tronsury of at 

l tcst ~150 mlli~n, nnd if civilir n poy r nd aupplios nnd services 

~ss1st?nce, n~r rly ~~ milli?n m~ro w?uld navo t~ bo nddcd to this. 
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I. 

, • 

11. 

11 

"'PPEmln s 
GOLD PRODUCTION 0? SI'5RLING I.RU COONTRIES 

(thousends of dol Lors) 

1941 
Estimated, ~jor 

countries nstL~tod 

1m. 121& 
fron Fodor~l Reserve 

Byll&tin fliO!.l:JiJ~ 

Countries outside the w;r zon(: 

Brit ish Guicnn .j 1,)4? :s 1,155 ,; 1,150 
B• chucnr l r nd 6o2 5?2 !I &: lgi~ n Con co l ? , )U 19,180 18, 000 
Gold Cora t 2? ,3?9 30, a:l3 31, 200 
llii')ris 896 89? 900 
Sierra Leone 1 ,1?8 1 , 144 1 ,150 
Cru:!c roon 543 500 500 
EBYl't 136 25? 200 
ErHrn l,U5 1,100 1 , 100 
Ethiopia 56) 500 500 
French EquAtorial Afrt c2 1,401 1,400 1,400 
Konyc Colony 2,?11 2, ?04 2, ?00 
Northern Rhodesic 163 163 !I 
Southern Rhodcsio 2?,846 28 ,92? 28,000 
Southwoot i.frict 52 52 50 
Sudon 263 231 250 
S\'.:ilr nd 34 )? 1.1 
Tonganyikr 4, 563 4,9?3 4, 900 
Union of Scuth :.trier 448 ,?53 491,)21 50'), 900 
Ugondr, 468 ) 8? 400 

,.596, 300 

Countrits t n the wAr zone 

!lt1' ~tlrnd 6, 263 6, 498 ) 6, JOO 
i.uat.rt11r 5?, 599 57, 5?5 50,200 
l ndic n , o?a 10 ,12? '! ,900 

Sut>-t~r.l .. 662.7«' 
Fij i ; , 350 3, 39? - 3,800 
!lew Guin•• 8,61? 8, ??? (l, ?OO 
Pr puc 1 , 289 1, 225 1 , 200 

Sut>-tctrl y6?6 . 400 
Br it1.8h llnlryo 1 , 441 1,278 ,; 1, 300 
Sorowr k 604 434 450 

Total .628,0?6 w6?6 ,144 ,.6?8,150 -
Included ll'ith other countri~s. 
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APPE!IDIX l 

ESTDIATED DOLI..J! RX1'11HlllTURES A'ID RECEIPTS 0!' 
'!HE STii!Lll'IG AREA, IIAY Tlf.lCUGH Dt;CD D!:R, 1942 

Dollar Expenditures 
(In nillions) 

A. Pa:een~s to u. s. by u. K. -
1. Payu>ents on British Purchasing l!ission 

ca.w.1 ments - !!!!:: • • • . . • • • . . • . . . . . . • • $345 

This figure is $15 nillion higller than tha FebruiU".f 1 

forecast or the British Purchasing llission ! or the p<~riod 

llay througll Dececber 1942. Their forecast was l'&U od. by 

this OI'IOunt on the assUI:Iption that the lag in deliveries o( 

British Purchasing Mission contracts at the close of the 

current year will be no gr eat er t han i t was on February 1, 

1942, when the latest f or ecast of payments was oade . The 

magnitude involved in the l ag will dininish in view of the 

fact that Brit ish contracts are nOI'I running out (Ill(! oost. of 

thea wUl ex;> ire before the close of this year. 

Accol'd.i"G to a recent British JJeaoranclw aubcitted to 

the u. S. Treasury, the above figure apparently includes pay­

aents due on contracts which the U. S. Government has agreed 

to take ovor from the llr i tish, but which so far as we can 

ascertain have not yet been transferred . If this is the case 

and if those contracts are taken over by the u. l> . Oovern:.tent, 

Division of Uonetary ~esearch, 
Treasury De;>art<>ent 
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the ..,.,unt owed b7 the British on British Purchasing llis&iCil 

ccr.mi taents, &a or February 1 , 1942, ie about $llS million 

less than their forecast of that date, which wae uaed in 

arriving at the above est iJ:Iate for the eight-month period, 

May through December 1942. 

In addition to the $320 a1llion falling due on British 

Purchasing lliesion contracts, lofay throu;:h Deeecber 1942, 

$ll. ? million falls due on these contracts a!ter the close 

of 1942 and $81.2 aollllon is owed to the French by the 

British as reiabursecents on French cCII'It.racts tal(en over in 

June 1941. Paycent of this latter a.~ount, as wall as &6. 2 

million due on British contracts after the close of 1942, 

is doubtful according to British authorities . 

Tho British contemplate placing ¥6 million of additional 

contract s, Ma,y through September 1942. 

2. U. K. p!YI'len ts to U. S. for other merchandise icports 

APPEIIDII I - 2 

{ In ailliom) 

outside Lend-Lease . . . . . . . . . . . . . . . .. s 80 

This is based on the British estimate !or the current 

three-c:onth period. The figure includes urgent.l¥ needed 

defense articles tor which the British elect to spend dol­

lars rather than requisition through Lend-Leaao. (For a 

core canplete discussion of this estimate, see Appendix C, 

1 te<J h-2. 

J. U. K. payments to u. S. f or services • • • • • • • • · 

Thie figure includes $40 cilllon !or interest pQYCents 

and film royalties and &JO .-.illlon tor eh1p;l1n& diabursa:ents . 

?0 
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APPflilln I - J 

(In cillions) 

The f'i.r•t figure 1a the British estinate carried forward . The 

ngure tor shipping is two-thirds lower thM the level assumed 

ln the British estiaate for t he current threo-aonth period , 

The British estimate has been reduced on the expectation that, 

because ~ ! t~e recent liberaliaation of Lend-Lease procedure, 

a far larser portion of dollar costs incurre<l on account ot 

BrHish shippins will be paid for out ot U!nd-Lease !undo than 

the British ..,a\llled , OUr estiaate of &JO .Ullion tor the eight 

months, II~ through December 1942, ua\llles a level or expendi­

ture closer to the British esti.cate suboitted to us in 

September and november 1941, than does the Sri tiah tisure tor 

the curr ent three months . 

4. All other U. K. pa,yuents to u. s .... . . . . ... . . . . S 55 

This is the British estilllate for tho current three months 

carr ied forward to cover the eight-eenth period, II~ through 

Dec<mber 1942. These plcylllents are fo~ urgent or "ineligible" 

&<>ad• end services . '!'he Treasury has little Wonution con­

cernin& tha. (See Appendix C, it&! A- 4, l'P• S-6.) 

Total estimAted p8)'1!1onts to u. s. by U. K., llay through 

December 1942 • • • • • • • • • · • • • . . . . . . . . 
If the British Purchasing Mission contracts referred t o in 

the aecond paragraph on page 1 are i ncluded i n tho British 

forecast of plcylllents and if these contr acts aro tslcen over by 

the u. s. Qovernoont, actual expendituros during thia period 

'0111 be lower than the above esti.cats by as cuch as $100 mil-

Uon , 

$550 
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302 
APPI:l!IDIX 1-

(In millions 

B. payment.a to U, S. by other Sterling Area 

1. pa,y~~ent.a to U. S. by rest of Ster ling Area tor 

merchandise lznports • , , , , , • • •. • • • • • • • • • • $100 

This figure i s 50 percent below the level of the British 

estimate for the current three-month period. I t assumes that 

practically all exports fr<m the United S tates to Australia ' 
New Zealand, British India and Ceylon will be placed \llldar Lend­

L.,ase procedure, as well a.s a sizable proportion ot our exports 

to the Union of South Africa. (see Appendix c, u .... B-1, pp . 

lr? . ) 

We have been informed by Lend-Lease authoritios that they 

are expanding Lend- Lease procedure to cover all United States 

exports of defense articles to Brit ish Pacific and Asiatic 

areas . Nevertheless, these countries are still expending dol­

lars for urgently- needed war supplies , 

Durinc the first eleven months of 1941, exports from the 

United States to these British countries were at a rate of S)2 

llillion per month, or l/260 aillion for an eicJ>t-eonth period, 

aa :ollows: Australia, $57 aillion; !lew Zealand, 818 million; 

British India and Ceylon, 1;65 oillion; and the Union of South 

Africa, e120 million, 

During the some period, u. S . exports to other Briti•h Empire 

countries, outside the united Jangdan and etill under Dritish 

control, were running at a monthly rate of ~17 . 5 million, or &140 

tdllion tor an eight--eonth period. This brings the ei(lht.-tnonth 

total of U. s. exports to British countries, outside the United 

UngdCI:l and st.ill under BriUsh control, to &400 1:11ll1on. 
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2. pa,yments to U. S. by rest ot Sterling Area~ 

services . . . . . . . . 
• • 0 0 

This figure as s umes p~ents ~ t he Sterling Ar ea to the 

united States of $20 million f or interest and dividends and 

$)0 millioo for shipping. This est imate of i JO "illion for 

shippin& ia only half as high as the level or the British est1-

.,.te tor tho current three ma1U.1 their figure has been reduced 

to allow tor the probable inclusion or a subs t.antial portion ot 

shippin& expendit ures under Lend- Lease. Even so, we believe the 

figure of 130 million to be high in view ot the recent policy 

decision ot the Lend-Lease Administration to accept as eligible 

for Lend-lAnse procedure prac tically all shipving disbursements 

of Br1tioh oountr1... Although our estimate assumes a lower 

l evel of dollar expenditures than t he British !orecut for the 

curront three months, it ass\llles a higher rate than their 

earlier estimates . 

Total esti.aated payments to u . S . by res t of St-erlinG Area, 

lly through December 1942 , • • • . . . . . . . . .. . 
The figure ae"""' rather high, as indicated above, in 

view or the recent expansion of Lend-Lease J>rocedure . 

C, Pay>nents by Sterling Area outside u. S. requiring gold or 

:103 
APPEIIDU I- S 

(In a Ulions) 

&150 

dollors , , • • • • • • 0 • 0 
. . 

• • • • • 0 • • • • 0 . . . 
This is t he British estimate for tho current three months 

carried forward . or this ~~~:~ount $40 million is tor the pur­

chase ot ..merican-ONned oU and $25 million to•· other purposes, 

including dollar P~""ente for aoUvian tin. The ostimata for 
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APPE!mn 1-0 

( In aillions ) 

purchases of oil rrcn United States-own ed sources aetJns 

liberal , in vi e" of t he acute shortage of tD.nkor a and i nao­

~uch as Lend-Lease Admi nist rat ion i s now accepting as elicible 

for Lend-T.oa~e pr oc edure all oil fran dollar s ourcos used 

directly or indir ectly in the war effort, regardl ess of 

place of purchase . 

Toul estilont«< dollar expenditures of the SIA!rlln& Area, 

. . . . . . . . . . . .. 
~e believe this figure oversta~s the actual dollar 

expenditures which the Br itis h will mo.Jo:e during thia eigllt­

month peric.xi . But our preference is to overest imate rather 

the:> underest imat e t heir dollar outlay. 

Dollar Receipts on Curr ent Account 

A. Receipts fr<Xl u. s. by u. K. 

l . U. K. receipts rrao u. s . tor merchandise exports •• , •• $ 65 

This is the Br itish estima~ for the current throe aonths 

carried forward . Uthougll, on the one hand, further concen­

tration of resources on the war effort will tend to r educe the 

export capacity or the united Kingd<m, on the other hand, there 

will be n atronc incentive to use cargo space of ships on their 

re turn voyago to the United Stat es. The above figur e allOifs 

for shipments of only $8 million per month. 

2. U. K. receipts f r ee u. s . f or services • • • · · • • • 

This f icure includes SlO million for int erest and $40 

llilllon tor shipping services . The est.W~ tor interest is 

50 
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t.S 01illion lower than the level of the recent Dri tioh fore­

cut. The British figure seems hich i n view of the large 

proportion of their pre-war investmen ts 1n the United States 

which has boon sold or pledged agains t ' the l'! .r" .c. loan. 

(See Appendix C, it~J A-2, p , 10. ) 
·.:r:-:-

J . All other U. K. rc"eipts fra:~ u. s .. . . . . . . 
lbb 1o baBed on the British est imate for the period, 

February thrOUV> April 1942. lie do not l<n017 what the British 

include in this figure. 

Total estimated U. K. receipts f'ra>l U. S ., llay through 
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APPE!IDIX I-? 

(In million$) 

December 1942 • . . . . . . . . . . . . . . . . . . . , . Sl65 

B. Receipts frCJ'l U. s . by rest of Sterling Area 

1 . Receipts from U. S. by rest of St erling Area for 

merchandioe e~orts • . • • • • • 0 • • • • • • • 

This estimate is based on the assumption that ordinary 

ccznercial trade bot>reen the United States and British areas 

1n the South racific 3nd Southam .l.s1a will be brought to a 

virtual hal t by the clo•e of April 1942. It trade with only 

Ceylon and Dritish India is cut off, while sea lanes to 

Australia and Ne>~ Zeal"l\d are kept open and the ability of 

those two countries to export remains undiOiinished, the above 

estimate of u. s, morchandise imports from St erling .t.roa 

countries, other than the United Kingdom, ohould be about $40 

million hi&hor, or a total of $140 oillion. If Ceylon and 

Br1~1sh India also remain under British control and trade is 

rot •overed w1 th ~ of these four countrie• by reason of war 

100 
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developnenta, the estJmate for the last eieht months or the 

current year should be ~15 ailllon. 

APP&!IDII I -8 

( Jn ailllOM) 

The !iaure or 1>100 million, i s conservati ve . Tie have WJed 

it because we wish to under estimate rather than overestimat e 

Dritish dollar receipts . 

2. Receipts !rem U. S . by rest of Sterling Are a fur 

services 

This is the recent British estimate rrojected forward 

until the close of 1942. 

Total estimated receipts f r CX> u . S . by r est of Sterling Area, 

l!ay throuf!h December 1942 • • • • • • , • • • • • . . • 

l'his estimate of dollar receipts of Starlin(! Area 

countries, other than United Kingd.,., , is conservative . 

C. Unidentit1nblo dollar receipt s of t he Sterling Area 

The Br1 tish in their estimate of dollar ox:>onditures and 

receipts tor the thre e-month per iod, February through April 1942, 

placed their unidentifiable receipts at ~5 million per month . 

Their est1mate of this residual ite:o was based on the rate at 

which they have recentl,y been l os inc .:old and dollars . Since we 

have no clear conception of what the item covers, and since in 

projecting their latest estimates forw~rd t o t he close of the 

year we made adjustments according to the information at hand, 

and since, further, we prefer to be conservative in our es timat es 

of their dollar r eceipts , we have not allowed ~hing for this 

residual i~ in our tabulation . 
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t~>t.al estimated dollAr receipts of Sterling t.rea, or a 

recurrent nature, lla,y t)u'oush Dececber 1942 • . 

This ost1nato aaswnes tltfl cessation or U. S. import trade 

wHh Ceylon, llritish India, Australia, and 118\V Zealand after 

April 1942. Total dollar receipts of tlte Sterling ~rea on 

current account are expected to be 1140 oillion hif)\er if trade 

conUnuea, nt current levels, with Australia and new Ze4land, 

./but not with Ceylon and British India. They are e"!*'ted to 

be 5115 111lUO<> 11ore than the above estimate, or a tot.al ot 

81.05 aillion, 1f trade continues with all f our areas . The 

above figure does not include any receipts rrao the export of 

newl,y-<~ined gold . 

Est.IJnateu dollat• deficit of Sterling Area on current account, 

May througtl December 1942 . • • . • • • • • • • • • • • • • 

This figures asswnes that by thB close or April 1942 

practically nll U. s. exports to C~ylon, tlritish India, 

lll3tr&Ua and tlew Zealand will have been placed under !.end­

lease procedure and that U. S. imports trao thf!ae countries 

wUl have virtually ceased. 

On tho aas1111ption that i.t>pcrts rroo Australia and tlew 

Zealand continue at recent levels, t he dollar defioit, during 

this eicht-month period , "ould be at leaot ~0 million lower, 

or $4)5 million . 

On the assunption thBt imports continue nt the current rate 

frau Ceylon and ilritioh India, as uell "" Australia and tlew 

Zealand , the ~..,..ct.ed dollar deficit f<>r the eisht...,.onth period, 
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!Ia>' th~ugh December 19a, would be reduced a further $?S 

million, or to $360 million. 

This cxpocted deficit does not allow for the export of 

newly-mined cold from the Ster ling Area. If produotion con­

tinues at current levels, about ~00 million of aolu lo'ill be 

=inod in Sterling Area countries outside the war zones during 

the e!ght.-<aonth periOd, llay ~ugh December .1942. (The 

./ Cigure or et-00 million does not include the cold production 

or British Oceanill, British India, and British llllla.y<l. ) 

.t.PPEliDn r-1o 
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lt&l'oh 17 • 1942 

Deal' Congl'ullli&.D Tol&Jlt 

Thank you for your 1ettor of 

lferch 12, 1942 and the copy of your CO!ll­

alttee'a Third Inter~ Report. 

I congl'etula te you on the tine 

• ork you ue doing. 

Seontary of the T1'taaur1. 

Honorable John H. Tolan , 
Houae of Repl'taentatl•••• 
'liaahiogton, D. C. 
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4! & - of tip ~ jkat.. 
•• ., •• C:e-trw•• DIYU'rleA ... Il'le 

., .. ., •• R' ....... - ......... ., •• l'l ... ...., ............. . ,_ .. s ·~ .. 

!l!he lo110rane llcr)' llorc-t....,, lr. 
Secret...,. ot the !I'...,.,. 
Departa .. t ot t he !I'...,.,. 
WubiDcton, D. C. 

M:r 4ear ICr. llorc-thlln: 

lluoh 12, 1942 

~olou4 1011 vUl t1D4 a cow ot the Co-.J.ttee' • 
!l!h1r4 l nhrla .hport 'llllioh 1 aa uncU ac in the 
belief t hat you vUl be lilt erute4 1D the 
rec~atlone ve are ull:1~~g to Co~~greoa. 

With ell &004 v1ahea, I aa 

~lo""re 

.. 
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•e11aa CeJUUnaa lln'UTI8ATI I'r8 
!UTi el'r AI. • a•al'raa IU8aATie" 

~.,. . • tl s ·~ 

!ho Honorable l!cr7 ICcr gentbcl, Jr. 
Secrot&r)' of the !%'.......,. 
~t .... t of the !re.....,. 
Yuhillcton, D. C. 

MT 4....- 11r. Nort;mthau: 

llaroh 12, 1942 

•olooe4 :vou vUl t1n4 a cow of t ho eo-ltte•'• 
!hlr4 Int ert. lleport which I ..,. undl111; ln tho 
ballet that ;vou vill be lnt ereote4 ln t he 
reco~~r:~on4atlone v e are mak:lng to Oo111;r111. 

Y1th all coo4 vloheo, I aa 

-..loou.ro 

...__ 
310 

-
Regraded Unclassified



Union Calendar No. 
H0111e Report No. 187'8 

NATIONAL DEFENSE MIGRATION 

THIRD INTERIM REPORT 
or,.. 

SELECT OODIT'l'EB INVESTIGATING 
NATIONAL DEFENSE JflGRATION 

HOUSE OF BBPRBSENTATIVI!S 
SEV'EIITY;SBVENTH CONGRESS 

SECOND SESSION 
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H. Res. 113 
A RESOLUTION TO lNQUllUl FURTHER INTO THE INTER­

STATE I.IIORATION OP CITIZllNS. ElolPIIASIZJNG 
TH£ PRESENT AND POTENTIAL CONS&. 

QU'ENCES OP THE lol!GRATIOII 
CAUSED BY THE NATIONAL 

DEFENSE PROGIU.lol 

On the Need for a Sinal• I'Joocunment "-"ney 

To Effect All-<>ut War Production and 

Achl ... Full u .. of Labor Supply 

KARCH I, 1N2 
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Unjon Calendar 670 
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U&ui<>tt No. 1878 

) (f 
NATIONAL DEFENSE MIGRATION 

) 

~fr. TOLAN, !rom t.bo Select. Committee lnvoetigating Nlt.ional 
' Dele""' Migrl tion, oubmiuod tho !ollowing 

TIDRD INTERIM REPORT 
.., ...... , .. u. a.. aQ,. nta eo.,.. ~ .... J 

The oeloct commitl.e<! o! fivo Membero o( the Houoe, appoint«! 
pur!uant to Ro""" RMO!ution No. 63 end eontinued punuent to Houae 
Re!olution No. 118, to inquire further into the iot.entate mign.Uoo 
o( cili!eno, •mpbui>inlt the p.-... end potoolial comequ ..... or lha 
migratioo ... .-~ by lho nauonal-<lel•noe p~, submito ito third 
interim repo"-t a ttudy looking to a bettB eoordinauoo of &he Nat.ion'e 
..rar proeurem•ot. problem &od ito eiJeet. oo induslrialj.and !ann 
migration. 

IN'I"JlODOCTlOH AND RJtcollllBn•noxa 

lo diJ<horgiog tho obligation o( tho commit~Alt> under ito .....,lutioo 
to &~udy uaUonll de!e.n1o mi.grat.ion. i~ bas proven noct.'E8ary that wft 
l~udy tJu~ UU808 of t.hliJ n1igration. It is N'Ql,tjred, Of tbo COmotiLteo 
that " '0 pn.•s(mt. to Congrea the reASOn why tbis migration bu been 
unpiiUWed and lUUlcceua.ry in mony of ita pb&S('s, creating wnunu· 

'•~ nity diatrMA and IHtrdships for thoa:o mibrrtmts. Poorly planned pro. 
" · duotion in ~bo war effort bna been t.ho primary eausa or tho unplanned 

and unnc""""""Y migrat.ion up to t.be preoent time. This hM led t.o 
an uopatnllelod wut.o o( manpower and or plan~ .....,u.-. Thoro­
lore, lhiJ commiueo in it.l socond interim rcpor&. and, once again, in 
ito lhird interim ,..port

1 
hM boon !orced t.o deal with tho n~ary 

·~ps tor &he rull utilizauon or our producth·e capacity and manpower. 
~ seeood inte.rim report dealt primarily with t.be connnoion or dur­
oble co .. umer goode induotriN. Thil repon deals with proouremeol 
lllSO(ar u this eubjeet relat .. t.o tho war production and lbo aubae­
qatnl ylanning o( tho - o( our manl"!wor. This third inc.orim ...,. 
port lbould be "'ad in conjunc~ion wnb our oeoood int.erim report, 
lo which it. 00111utut<oo an up-to-the-minute oupplemfOI. 

lt m1111 be undeniA>Od that " 'aol<'lul migrthon is an in~ pan 
o( the g.>ouaJ Wael<\ O( OUr mAnpower lltt'Ompan,ying tho failure to 
plan lor tho lull Ultl or our !a.:ilitiM. Tbii is dir«:cly reftect.od in the 
lupbuard, pi...,meal procurell\en~ procodu...,. omployod I<> ~hit dal6. 

At the ouwt ol our hearings on dclonso migrotion wo lcarnod ol 
l&rgMcalo '. ruill ... mi~tracion eo the airfields and shipbuilding plloto 
?n lba Pacific oout.. This wu a wMt.e or mAnpower. At later ho~Ll"­
Ulgll on tho Eaet oout and in tho Middlo West wo learned o( whoiCiale 
trugr&tion or industriAl manpower to great production centon ope.r-

1 
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ated by tbe oompanico which received ~ho majority or the d r 
con~IAI, leavjog ~bil)d etranded communitiO!' and darkened pj "": 

Tbia, Ule t.hird mt.<nm report. or !.he oommnt.<e appears two'" • 
a baU montba ~Iter I~ oounby'a precipit.ation in~ war. The ~ 
mony.upon which !.hie report. 18 buecl wu. taken on November 24 1~1, m H~.._, N~br., on November 26 m ~on NovembU 
26 and 27m St.: LoUIS, and on Decombu 22 and 23m w~ 
D. 0. H . bringe up ~ date matt.en !.mated in !.he aooond in~ 
repor., wbieb w~ publabed 11 _:weeks "'80· a~d which wu hued on 
ho•nnge. held dunnRScptomber In Dotrott., Mteb., and during Oet.ober 
m WMbtnjrloD D. C. 

It remaons tbe opinion or this cornmittoo, 3 months after the out­
• lwok of hostilities, that we Amcricane-our leadere in IDililary and 
- oioilian life as well u lhe general publ.ic-mun appl7 ounelvco 10 t.be 

eornmon e~or~ with a new understanding o.f ,lbo me~ of this war, 
a new realizauon or lhe "'iODOJ of our poll lion. Failure to organ;.. 
the domestic front. (or the battle or production hae already .,_ 
tnnalated directly into aerioue defeaiAI for our own armed forcee 

These set.-backo are traceable to our inability thue rar 10 co~pre­
hend lhe nature and eoale or modern warfare, and the lengtb3 10 
which our enemiee bod gone in preparing Utomoclvee. There h .. 
been no laek or speech .. CJ<hort~ tbe American poopleto lhe utmost 
effort. What bas booo lncking is an underet.andtng or the ebaract.er­
iotice evolved by other nations, both friMd and enemy, in the course 
of their adjustment.IO Ibis war. 

Modern war is a war or metals and moto._ and ru.J. as well u men. 
Manpower in lhe~ting fo.- isnoLenousJt. Courageia DO~ enough. 
The potootialitieo inhereD~ in peacetime mduatriea are not eno •. 
Only by a far-reaching rtalinement. Of the (aot.orieo and lbeir eqUJ\" 
m•ot., or tho worke.. and their skills, or tbo managerial forces and thttr 
"know bow/' of tho Government and ill oxocutiv& powers-oW, 
~~ugh aueb a realinemen~ can we bopo 10 gel the job dono-aod done 
an t.ima. 

Japan went. on a war 
1935. or 
uLmoet. 
at.oek 
Ibis 
(or 
10 ~roduco 
in September 
it• productive 

Eacbof tJ:te 
Ol(linating all 
American 

) (1 

) (f 

NATIOXAL DaJ'IINaa llllOIUTtOM 3 
Jlut if lbolut World War req_~ a considerable temporary reor­

pniz.l~ioo, thia oew co~ct., w1th eo6Dly naLio.na wboeo ecooomiM La•• (or yeara been dedicated to war, makeo far mote ut.eDoin 
c~<>n&Dda upon ua. 

Gennaoy, long ooo of the leedin& produoero or iron, aiM, alloy 
meiSis, eb<micaJa. and fuel., hae beCOme by her receo~ oooqueat.a an 
OV<Il more (ormldable n•a!· Moreo•er, by 9 years or reorpniullon . 
she hu oonnrt.ed her entue production t.o war. Her induat.ry Uka 
oUJ11 Grot tried t.o divide tho productive task between amall and lara:o 
0000:,1111 ao aa t.o oooeentra\6 all war buaineao in firm• rat.od com­
petitively moot ~fficient. B)' trial and error Ibis procodure provod a 
!ailure lor two reuona: Firs~, mAl\Y medium-&ited and tmall buai-0,.... 'were threatenod with dilott.<r u e&llelltial aupp~ea were with­
draw; and aecond and more important, tho resulting output fell far 
then of tho neoda or war. 

In lite montht just. before abo in•aded Poland, Germany deYelopod 
a comprthrnoiYO plan for pooling ber produelive facilitiea, aod .. 1>&' 
ciall! ber metal-working capacity. 

All att.empt.a in America to cany ou~ oueb a comprthenaivo .... or 
eapacity mu•t be aurroundod with aafeguards for our way or lifo. For 
lbelut 18 mootbo we in America have bad 10 deal with a eituat.ion 
which cndange.. our way or life, and wo hovoyotto solve this problem ; 
growing numbcrl of our communit.iea and their fact.oriM are loeiog 
lbeir workm tbrough dis<mployment and DUption. 

Tho difficulti,. lilfecting th- communit\1111 lhemael•,. are im­
port.ant., bu~ tho broad, underlyinc aituation which they rel!ee~ is rar 
1110ro aeriouo. Wo 6nd ow.el•,. wilh growing unemploymen~ in 
eom.muoiti.,. equipped for working metall into modem machinery. 
Our enemi,. are operatins along lbo iMor line, and oven our del eosin 
OpertUODO to bold them 1D check requif& deploying Our forcee arouod 
tho wotld. For aueb warfare we ahall need not merely 10 oqual tbe 
outJ)ut or our enomiOB but to ourpaae that outpu~ by t.hroe or (our 
UmCI. 

It is clcar that to dale we bavo not oven begun to equal their output. 
To thio com.m.ittee it is •PP"""'~ that if we foUow prevailing proceduree 
we &hall not achieve tho goals aet by tho Preeiden~ for 1942 or 1~. 
Tbeae p.-lurea have been tried during 18 montba, when our coaJa 
wm fa.ramaller, a.nd wen even Lhtn found wanting. 

There are two eunent. mileooceptions of which our poo_ple ~d 10me 
or Our loadora mue~ be disahuaod. Tho firat or u.- .. tbo belie( thai 
to appropriate it to produce. Tho aooond is tbo belief that a mere 
reobuffiing or Ute personnel or tho ...... production agencies, !"'d 
espoeially or t.hooo serving (or nominal pay or witboul oompelliAUoo, 
would muimize output. Ch~oe or personnel in war ageneiae are 
prerequitit.o, aa we can le.am from previous experience. But euch 
cbanges alone are not enough. Thee• obould.occur within t~o (ram&­
"""' or a pf01!11UJ1 whieb bas yet to be enunCIAted by thoee tn ebarge 
or W'IJ' production. . 

Tho hear~ or our problem io proeumnenl.. n.- wbo determllle 
i"'turtmtn\ procedures dot.<rmtnO tbe ~uree or tbe war .~orl. To 
daiA! authority over proeuremen~ operations hu been dinded, and 
output bu aullered. Tho lat.<al Exeeutivo order bae not ~aoged 
this situation rundament.ally. It hae merely jugglod tho wetght of 
authority. 
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hootfCTIO.H Oo.uAt AJfD 'hm: \V •• PaoDo<moM BOA.RJ> 

On January 6 t.bo Proeidon~. in W. m~o ~ Oongr- on tho llet.o of the Union, se~ tho Nation'• war-production cow for tho,....,. liU aod 1!14~· On January 16 th~ l't'eoiden~ ioouod an Exoeutivo ordtr t~l.&bli&htOj! the War ProdueLton Board and appoin~ Donald M Nelson u ole ehairtnan. On JAnuary 20 Mr. Nelson ouado publieth; aLrueture of the new Board. 
Tho Pteoidon~ eeL tho yictory productioo goal• of 60,000 plo ... , 45,000 t.anko, 20,000 antlaorcn.l~ gu01, and 8,000,000 touo of shipping lor tbe calendar year 1942; and 125,000 plauoo, 76,000 ~onka 36 000 antiaircrW~ guns, and 10,000,000 tooa ~~ping for 1943. ' ' Theoe goaJo were not even romoLe\y e under t.be ..m~ oumnenL and production procodu..... It required, tbe p,...,.r.:; aLated, t.bo use m the war clTort. of America'• ontire induat.rial plant. 
Oul' wt lt hard-our tuk b! Ullpreeedented-a.nd &M lhne it •borL We"'* .C.r&io every eailtia1 atnwnr:n""'pn)duefnl tAdlllf W Lbe ULIDOft. W• IIWil ooo­'t'U\ every availahl;i plant a.od &001 to ...,. produelioa. Taw. so. .u &be w trout lbe pftteat p&anu to the ~rom the bua• automObne lodut17 ~ d1o1 villap mAclline ebop. 
When, a lew dayo lat.lr, Lbo Pr .. idcnt took fonnal otepo ~ reor­ganize procurement and production pla.oni"i, eenl.ralizuion or mpomibility and out.bori~y wao eBectod by ~•tong in thG choinnon of • newly creatoo War PrOduction Board t.bo gonerl.l direction or tlon proeurenHlll~ and production progrrun. This Bl<>p placed authority In the bands or au iudi~iduli w6o load expreoocd dtl<lnnlnalion to adoiev~ all-out production. IL failed, bowe~er, to oeL up a oio«J• ceol.ralized proeuromen~ agency. 
Centrnlization of authority, and pnper delineation ol lho wk, in t.henosclvllS give no·assuronco lha~ tbo goalo wiD be mol, that tanb and plonoo and guna will roll off tbc uoemb\ylineo on opoeiliod dsUII. The Office of Production ~fanagcmenL wu gi•en a ruanda~ ond ,...ponsibili~y virtuolly lho ••mn as lhn~ of tho new War Production Board. A~ no limo was it hampered by lack of autbority. H ia a onatter of committee record that tho 0. P. l\t. did not rt<>Oglliu lloe U<gl!llcy Of IJStolllltiC COnv•raioo O( tho automobile induolly or tb<l aeed lor direct meoaureo to ensure tl>o fullrat participation or otnall plAnts in wttr producLion. 
Production will be acxcleratod within the coming months by the completion of a number or no~· armament planw and l>y tho portio! con•·treion or tbo eonaumu durable goods indu.ot.riM. Tbo Ameoic&n poople cannot. bo aatJsfiedJ however, with routino production incrcasca which fall short of Uoo goals oe~. Tbo tes~ they will-and should­apply JS • ·helhu we have achieved the maximum U.M of men and moebioeoo oL the earlieo~ !>OMible date. 

• T.bo IJUlc rcorganiution of our war-production agcncict by ceot.ral· u~hon ol procuromo.nt. in a civilian board bM not yet been accom· ploshed. Only by oueh reorganization can lull mobilization of the Pnlduclion front bG olfec~. The War Production Board, if limil«< by Praa.t:nt procurement organization and procedures, can at oo t~e plan for tho bes~ J>Oaoiblo way of us ing eaclo )l&rt.ieular indus~nol rc110urce. Any ottcmpt to tuperimpoae inventory accounle and anlllyaeo or locility utilization upon the ..O.tiog procu~menL ~p­porotus and proofdu,... would be a~ beet, a paper oporolion wbo<h calls alttrui~n to mistakes ft(t.er 'they aro mndo. Such pr:oeeduret arc no subs titute lor cent rfllit.ed procurement. and produetaon plan· 

) (t 

•• wbieh ba•o as th•ir ~luting point a continual .,..,._ or o'lor ~~~d~•tria1 neouroea and a comparison ol tlrese with our milit.a.ry ~ulremellw. II tbo tub or plaoniog ond eboeki"i lor utilization c1 raciliti8 are bei"i alloco~ to the lhrM new unile or tho War Production Board wbieh M r. Ntloon bu ereo~-oaonely thoR&-ircmenlo Commi~c.ee. tho P lanning Committee, a11d tho P"''l!""'! l~porting Uni~tben the act.ivitiee or tl.IN6 thrM new uniLI will or ~ty be eooJljetiog with thoooe of tho procuremon~ agmeieo whoea 
0 

tiono are noL deaignod to accommodote ov.-U planning. To tc:-ext.m" tha~ there is an au.empt t.o superimJI'C)M on tho cxisti.og 
P

rocun-.meot apparatus additi~nal mecba.nituns of a .racional and oodllltrial doaro•~. tho tfrec:toveneoa or theoe moebaniiUII lor 001>­•ortioC 011j<>r induoLriC!O and amall plant.o to wu production muot bG abon.ive. The reeponaibilit:Y and aut.borit.y for procuremeo&. ia now txtreised by 11eparato procurement. agooc.ies, and unt.il ~bo readiust­.;..~ uwndo to lbio •nd o( t.bo job, 811 otloor changeo mulL fall shol1 of•-
l)uODOCMON R.I-QU1RilKENT8 roa TOTAL W AR 

lo order to bring into war 111e every producing focilit7 •• our comtn~od we musL fin&. eenlrl.li.u the wort of pf"'C.U.mDtn\ in • tingle agt:~y. BusinOIA as usual must be abandonod for tllo durat.ion. Tho prOduct,iou or O!)nesson~lll clvilift.!l goods must. bo curtailed. Tho economic mecharu.arns which dctennmo the \'Olume and char&ct.et of produc\lon in peaeo limo muo~ bG oupersedod where noe-.ry b1 plonood direo:tiv,.. . Mr. B. M. Dar\lel>, chairman of tho World War lndW>tMOI Board1 bu ~Tillco, " Modern war is A deat;Jl grapple .boLwacn p,c.~ples an;a etOnomie systems rather than confhc&.. of annuw alooe. In thia •'dtetb gt"Apple" tbtre d no limit to the Nation's oetd for annamen&e. Jo~very weapOn \\ llith can be produced in time iA ,needed. To pa.ra.­pbi'A$0 n gtcac. goncu·fll, we mu&t. get. t.he.ro first. w1th tbe 11101t tanka 
alltl planco. ·-• · · 1 U, lheo, our fighting forcea need unlitniLeU quantlllC! .o anna 11 quickly u possible, our ~odullrial and !llanpower ~(>ICIUCI must. necmarily bo used to then ut.most.. Wath on unlurutcd demand for annamcn~ and a limited aupply o( raw W!'Lc.rials. manpo"·c~,.and t..bricating Cacilitiet, the tendency of oil pn<eo a11d wag,. wut bG up•·ard. lo the 41death ~pte" or toW, ... , tho N.at~on~l Gov~ rnent. becomes Lhc only \·ahd customer. 1{ the 51tL.:d'act•on or. tlua unlimlted d6nand wero left. to tho prcvaihng market. mecbani;Sma, priceo and wogea would ooar; lbe Goyemmen! would bG penalizo!li oil narkew would bG diJ!nJpwd in tloeor o~toono •. ond t/>e<o WO!"" appnr the prac.tieet~ of hoarding of mat.enal to obtam a higher pn~ N'(UARI to uso plan~ enpscity cxccp~ u~n tho owner's l!!rms, a.n many oUter restrictions on production m ord~r !-0 obta•o great.cr roturos. But tbia would bo ontoleroblo. Tbe Notoon at wv ClllDOt be tlm:s joopardized. ~ . Jo-.aei:ug Lho 11dentb gmpplo" with the anomy, tho Nauonnrus\, ~o­cordiug to Mr. Ban•cl•, replace tho law of supply !''!d d4ll,nand wttl• war administl'll.ti'\'e cont.rol.' Tbia centra~ adlnm~&t.rallve c:onh'Ol must tntomJ?&IS~Wery phase of tbe.econOJmesysltm. lu a \Ot.aJ war. no rtsouroo 13 unC!UitmtiaL A at.udy o( pMt and eurNnl. \\ar eoono. 
•I ).f. llarurll.T'II.tlar u.. tltolltt Out ot "•'· p.l1. 1 II ).C • ...,... ........ U. ,.,.. .. Old Ill Wv. p. 21. 
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mieo &ad the p,_,.~ coune of our o'"' wv ell'on rneolo thio e•"" 
up&Dd~ &ad e•er-¥~ eonll'ol. Mr. 0. B. Clarbon DU..ao­
of the COUlleil of National Derome in lhe World War hae 'Mid the~ 
tbe War ProduotJon Board muol "beoome lbe Yirtuol ~nel'1&loleft' of 
the eiril .life of II!• eoun!!';Y. u applied lo .,.r induotrieo." It ;. 
aupreme 1n matertala, facilities, fu:tanee, transportation and 1nan 
power. If it, in • democracy, a cenlr&llied authority ootabliohed b; 
tho no...tly of war and by common OOilliCM. Itt ann is 1o ora...U.. 
the eoonomy inlo • lotal coordinaW, mobile whole.' 

Mr. Boruch, in his Tnking Ute Profitt Out of War hAt opacified 
flvo nOO<l68llt;! olopo lo be undertaken by tbe National Oovornrncnt 
Tho Grot is ' ~hninotio~ 9f waste1.1oea, and unnoc-..?' aecurnulatio~ 
through frantto compeltlton by au procurement •senctoo, which elim­
ination is oc.bioved by rigorouo oootrol and coordmntion of them and 
tho funneling or all demand tbrougb one central oontrol a.genc

1 
,. • 

Wo call attention lo tho phrase " funneling of all dmand through 0,
0 ""nlral oonll'ol agency." This baa not yet been achieved in our cur­

rent. war effort. 
Mr. Dantch'l otber neceosary ·~are the rsti~ and allocation 

of mawiala, oonaervation of mat.erials by all poeoiblo methedt, do•el­
opmenl of oubalitulol&nd discoveries of now oourcoo of tupply.• Mr. 
Bantch .....,.,u-. in his ....,nd atop, the faclthat the eiYni&n popu­
l~t!on must forego . the llUUl)' e!OIJ!enll of itt prenouo ttand~rd. of 
livtng. By tho IO£!C of Iolii war, tf our opponent oon•ena CJvilW> 
rood• indualziel in order to increase his supply of armamentt we muaL 
ao likowioe. Our opponentt have done uaclly thAI.. And ibus, there 
is no ph ... of our eoonomic life which can be un .... nlial in Iota! war. 
Every ph~ IJ!Uit l!o planned! mus~ be guided, mua~ be brougb~ under 
c:ent.ml AdmlnlllrM•vo contro . 

Total war roquireo that our vas~ economic system be opere ted lion' 
tho orgoniutional lin08 of a &in~e industrial p lnnt. Under condt­
tione of ma.ximu1n war product.JOD, evoryda_y mnrkot. rolaLionabip,s 
virtuAlly di88ppon.r. Conaidc.ra.tiona or supply And demand, price, 
invootmcnl rotun111 and cost;t in their uaual oonso obat.ruet tho effi­
cient convel'8ion or the economy to wnr production &nd wbcrt•er 
they otond in tho way of victory they must bo invJidated. Tbcoc 
moc.banismt work in timo of pe&ee by respondi~ to t.he indcp~de.nt 
action of miUIJ' individual industrial planta, of 6uyero and oallora

1 
in 

a variety of markott. They are designed 1o facilitate the peacol.tmo 
ope.ret.ion of our ooonomy as a system of competitive froo eoterp.rite 
and not ao a single wv pl&nt.. 

J?!t!:ulliona have been initiaW looking 1o tho o~ation ~f Lbo 
factlttJoo and rooouroot of tho United Stalol u tho mun contributor 
lo a lingle llriCJial for the United Nations. Such operation mutt be 
b~ on an o•er..tl invenlo"Z~ of our physico( rooourc-'!'on, ma­
chinoo, and raw materials. Thor. must foUow oomprohen11ye pl&lll 
baaed on anolyoit of previous failures end a limo chart determined 
by a central authority. Tbeoe master plans are an .... nlial featuro. 

or courwe, every detail of production cannot be handled by •1\1181• 
Wor Production Board operating in WMbinglon. Tho oommtu .. 
has ~oard tho opera\ion of tbo nalional war plant Ukcned !0 that. of • 
mulLeplant. eorporat.1on: Thero is planning and control tn a auuclc 
centraJ. office, ftnd genara.l diroet.ivos nro given t.o the individua.l pl111la. 
Th ... tn turn make tboir own detailed plan.s by departmontt. 

' 08 • _II_. CS.I' MJII.dliMrW Al!lfflal ln U. World War p.-. 1 oiNioll--·lVhltlllt J>Nil110ulotWar,p.22,. 0 
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This technique, eo ~ecl.i¥e in muo produe!l:t..., eer .. u a model 
1 otp!llzinr our na t.oonal OOODOIII,T mlo a e -~ llriCJial. Tbe 
,:;'bdi'tisiona of tho nat.ional economy analtgnuaao the departm011tt of 
tho corporation are wbolo indus~ea &ad r~oDJ. Tb_o NatJonal War 
Production Board would alloca!O 1o each unponan~ tnd'!'try &n.d ~ 
each rogion itt quota of produclton. It would not doal wtth the mdt­
viduaiJiant probloml. It would bo tho function or tho indult.ry and 
region board• lo 1eo tba~ every facility Wider tbeirj urisdiction opcr• 
ated at mii.1Cimum offioieney. Tho National War Production Board 
,.ould allocate contraett among tho· indus~ .. and rcgiono, cheek 

Progress and ofT or ~ochnical a11iotanco on broad p robiCJns afToctinj! an 
mduslry or region. Tho National War Produelton Board would toto­
grato t ho regional and induatrial boards and sol up procedure. for tho 
ftow of materl&ls and uso of machines. Such orga.nization or the na.­
lional plan~ would provide the me&na for eeotr&Jiz.ing ko.y d .. ioion1 
and dac<ntrali%inJr actuol oporatJollJ. Both are prerequisite 1o aucb 
targe-«ale operations. H would pro••ide an organi .. tJonal /ram,.. 
..-on: under which o•ory {'loot is covered. .M tho same limo i~ would 
set up for each plant a lllllglo poin~ lo which it can tum in order 1o 
inJure that it will be uted 14 lbe muimum extont.. 

i'usE.'"T Paonvcno:< Ptocuvara ConRUrm> WtTH Toou Ro­
OVUE:o Una.a Oao.uclJ.I.nos POB TOT.u. \V • ·• 

~laoy obaen'en ha•e -umed lbat cenl1'1&1iution of roaponaibili\y 
!or war production in a oiJJale indiTidual end tho appropriation of 
huge auma of money by Congr.. during the pest monw willau~co 
to USUI1' full utUh:ation of r80urcee and achieve the war productaoo 
we need. But our app_roprialiono of over ~,000,000,000 prior lo. tho 
declaration of war failed to eocure or uutaate all~ut. productaon. 
These appropriations may b&vo lo bo doubled or tripled, but.oven 10 
t.bey are an thomaoh'OI no guamnt.y of success. Appropnat.tona, no 
mattcl' how l~o bocomo financial incidootala in a timo whon our 
country stando wi'th ita bock 1o tho wall. Then guns and tonka and 
planes take on a now qulllity of reality, an.d su~ is m04$ured i~ th.o 
<OUDI Off lhe aasombly linet. So, too, Wt~h appotn\mcnt O( ~n tndt­
vidual aa oole reaponsiblo bead of produclion. Such appom.lment 
cannot guarantee au.._ wit.hou~ t.be oomplete reorgantz.alton of 
proeurorncnL ~rocedurea which will alaR those tanks and guno and 
plaoes rolling m •olume. 

Tbe central feature of the unouc:c<aful procurement methedt em­
~loyed over tho put. 18 monlha wu the eompany-by-comp&Dy &ad 
tlero-by-item purcbaae of armamentt by thoaeparate tupply branchoo 
of the military ..,..;_ ao w.U u by other independent procurement 
~ Huge additional appropriations hue been. voted and .• 
!ingle roapon~ible bead for the program baa been appo•nted, but th11 
ineft'ec:tive procurement a~tem remains wchaa:tPd; It atandl .I:' a 
virtually inaurmountablo obttacle 1o eJJooti!e planmng and mobtltu­
tiOn on the production front. In the past tt bas been. h~!:"'edrodnot 
only by itt own iot.rioaic ioadoquiUli .. butar.o by tholimi ...... P U<>­
tion experience of Ute 1upply branch .. of the armed oervtcoo and 
p&rt.ieularly by their Umitod conception of ooovenuo!l! The abtence 
o( any considerable changoo in tho peroonnel of tho mdependent pro­
euremcn~ ngonc.ics ae weir u in tbo dlvision heads of tho War Produa. 

' Tile \\'ar DtP~rtmt•l 11M dt,_....W llobnotl • llnl1.0..,. pW!Ut« cbt~t. 01'-.11 ~ 
~~1&110. 
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lion Board iodica\40 110~ only tha~ lhe faulty JHOcedureo fonnorl omployod may be oontinuod, but tha~ lit- proeedureo will be Umi.J by a J!e.1'80DOcl which baa 00 adequat.o "\'DOOption o( lbo produotioo nece8!uhe. or total war. 
'!'be p.-nt P"!"U":"mMl ~onci<e tend~ .OOnfUM U10 lpeed with wbtcb a oont""'t 11 atgned wnh tho opeed wtth which it is fulfiUoo Who~ oompreben&ivo ~la'!ning for r.ho maximum amount of aubeoo: tracting delayed tho otgwng of a ooo~t. tb ... ag.,nciea took the pooiUoo that sueh plannlot! delayed actual producUon of ueodod annament.. h io t.tue that comprehensive pi~ for oubeoo. traoting take& lime. But tho US& of additions! !acililieo apeedo up production, and tho net effect io timo aavod. Yet, tepr<OeJli.ativea or the War Department have tealilied that in~ive planoiJJc for mui· mum aubeontraeting would alow up produet.ioo. l'ioouremont OP.UOtiouo .or the War Department have h<.'Cn dom.ionted by thio m•sooncc.pt1on. 
Eaeb of tho major oorporatioDJ bu been pennitted 1o detmnioe the oxten~ lo whieh it eould aubeootract and ~ ehooaa ita subeoo­trac~tl. With tho beat o! will, tho 60 ~ 100 eorporations cha'l!od with the production or virtually our ooLite annamcnt program oould not indivtdually bavo planned so u ~ oecuro tho !uU uoo o! our in­dustrial reaoumea. They tended, in lace., ~ -.... u much plaOL oxpa.nsion u poaalblo on ternu1 of tho g.ea~t benefit ~ thom .. lvoa Thus in the main tltoy became loaded with great backlO(;'! or work. When aubeontractin~ bccamo absolutely noooaoary, it uaui.lly ~k a form or "inbreeding' among financially a.lliliated eorporations. The effect or thio widespr<ad assumption tlll~ apeod or conlnct.ill( mcMt s(>(!Od or production was aggr&vated bJ' anotl:tcr falao hope­thoL tho efficiency of our wnrtime Cllort would bo mogic&lly eobancod br ke<ping unit COlla ... low ... poosiblo. Tho ouppooed advaotac• o lo.- un.ir.. costa •·u drummed in, O\'M if it. wtre DeceMU]' t.o •pelid more time on tl:to onlers by keeping tho bulk or tltem in the baudo of a few largo corporAtions. 1>cocetimc conception of costa of product.ion efTectivclY barred ema.ller compa.niee, witb tbcir higher costs, eYe.n rrom conaideration lor subcontract work. Tbi.a empftuis on low uni' coats is an incorrect. &od d~erous lran:l(er or peacetime C()nceptt to tho war economy. h has often been UICd to juall!y largo outlays lor apocialir.cd capita.! lneilitioa. Ilnd tltC't<l capital outlays been cha'l!ad ~ the firat 7eu or two of production-when tlte 200<Is wuo neod«!­unit 00&10 m many instanCN might actually be njgber. The policy of ~lant. 6pansion by large corporations, in oont.ra.at. lo u~e of existing faedjt~cs whctlu~.r largo or smoll, was lima largely fallacious even from a fin•ucial otandpoint. Actual production leU far short or lhe pott~>­tialitios. 

Pnocu nli:,IENT O ttOANJZATION R£Qum~:;o ron IxconroRATISO 
Saa.ALL.t~R PLANTS l.NTO \V AR PRODUCTION 

The in1dtquacire ol our procuremtnt. procedure and ptriOnoe"l are Jl.~~ably ihOVtll mbJt. clearly in OUr inability t.o make UJ.O. of tbc fl· CJhliM or &auall and rnedium..aized plants. Ono productaon expert. ... lilioo that this group or plants hu a potential contribution to "f'ii production ol ISO rniUaon tn&D·houra per week. This mMnl tha\. u utiliution or the omaller plant !acilitlco would about doublo tl•• p-n\ human nntl rnec.btmicnl effort devoted to the production of war goodt. 

0 
H werer 0 repreoenutlve of 0 . P. M ., appearing b<!!oro this oom­?11<'0 at tho end of November 1041, testiJlod that a relatively i..OC· :Jl;.,aot proportion of ~aU pi"!' I& were~ yet produciug ~ameota. Small b111in<ll hu tried ag&lD and agam to take part m .. ..,. pro­ucuon pan.icularly in tholut 8 montl:to. Bu\ many of tl:t~ firma d 1 ich havo attempted to obtain war oontr~cto !rom tho ~~<!sinning ;, 'tho defenoo program rem~in unouc.,...!ullo d~te. PoycbolOf>icaiiY, tbt uduaion of amaU bllltntll ro6eeta tho failure to reooplZO lfie requirtmtola of total war. MechaojcaUy, this f.Uluro wu inherent ·n tho item-by-it.em and eompony.by~mpany proeodure. 1 1'he findings or tJ1i8 committee show lhit.t in ordtr to iniUM the ..,!iHt ruliution o( production poujbilitiN O( thoamaU _and mNiium· moo planla regional war proeurement and product.oon plannmg boards with' Authority to allocat~ oont.recu suffirient. to mAke lull use or 'their facilities, rnu&L bo lJ!ado l\VIliloble to those pl~ut11. The tfidenc:e snowa that. the o~rallons ol auc.h war froducttOn bo&rdt obould includoaurveya o!Taciliti ... , determination o mUit.ary producta 
10 he manufoetured eatoblisbment of proper pri001 on tho heaio of ttAJld&rd pi'OCe(IUre&: 8i~iug Of oontrncte, And, final~y, techniCAl guid· anee 11nd financial a&Aiatanee. Such war productaon boards wouJ~ initiate th• O'l!ILDization of poolo of amaU produ~ and enco~ their dlorto to undertake type& of mtlitary productiOn which mdtvtdually they oould not perform. 

'rht'$e rtgionAI production boards would also have to servo All clear"­ing bo...., both lor oubeontractl and prime contraeto. Subc<!ntraet.­inr properly integrat.d with tho operation& or Ia"" oompan,.., can bn·~k open 1he bot.tltn('Cks, Prime oontracts oould be ob~!"ed without. \Ytl8hington ubrokers'' And subcontracts w~uld not. bo hm1tAxl w ouboidia.ri .. or aflili•tes. The officoa of the n;tPOnal w~ p~uo­tion boards eould, through tho uoo of tl:te explochng tecbruq~. also greelly augment. the volume ol major annamcnta by perfonnmg the function, in efToct, or d irect prirne eontMc:t.ors lor lhO Oo,v~mment.. The. laet., however, ~hot. we will not. get. aU-out. p~luct.aon ~r war toed~ until our p.-nt procedu,... are greatly mocbfi.d r•m&JOJ !ar 
!rom being uoiver.aJJy rooogniz.d. • . ·· · -'f T1le procurement orgAnizAtion needNI ia one wb1ch Ad.JU~tA IUMU to the ~eclm.iCAI mano.geruU finnnclalJ and oth£>r characte:ns~ace or sm.aJJ plAnts. Pa1i prooeclur1"'5; far (rom allowing for tu.ch adjuetnumt, bavo waded to magni!y tit- timjtations of amall b~- and Utuo hue eVc<h more narrowly limittd ill part~cipation m the. progr&m. A:J· though s.mull pla1.1s have Jimit.od teclm.ic;al and finoncaaJ ~durootb!!J tl.11'ir e·ffort t.o SCCUI'\' war coutNcLe lhey ha~·e b~n reqwre t.o 1 romptotith·eiJ on one alt#r a.nodtfr of lbe vanoua ttem5 of &rma~~t.. Although omall plant& are .:.enorally Umit.ed .with rHpec• ~ p....,..on m11rhinery, the evirlt~noo indicatrs tbat .t~IO ttcmll aubmilted to them wtNI ln . .'()U~n tly of n high order of preelliOn. Although small pla.ut. wer,. limated in prnonnCI availabiC' lor oontae&.. purrJ«~1lneve:;, thtl~ in thr\r attempt. to s«.ure Qo,·ttnment • ·o 1 • to ~ho half a do1en or more Oovernrnrnt. pl'OOuremeu~ •nc::•ee, .di.atan . m llwir ('8lllbli8hJUeote nncllittlollM!istance wus b'IVNI them m, conlAcb.ng prime. contrl\ctors.. 'Many small romp1nies made uha.~e =e~ or thcir plant., bewtd their ..... ,..in volumes and ship,.._ all O\' tr 1he country. ntt" commit.lf'!e found no doartb olaarveya. Sm 

' Th•lle.lbnu(ll • MIWI'f111011el ..... .,-~u lttW tlltlt lliiiii)IH IIO'IIfl'OMIII pw1a, ........... t» UIIIIIIC'I~ bJ ....... OlM-W. 
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plaJ?Ia ~f14!1 were fin~ tuneyed by th~TN, th.., by oulaid 
ellgUiet""' linus; and then by OU..,...,T8 procuremmt • 8 

:n1•.., wu no agmey with th~ authority.and '"!"~bility o~p.., ~d 
mg work ~ any company which off~ 1ta lacilitiN " • 

Whilc email buoinoMN .,...,.. tryillj; to aeour8 war ..;ntrocta b bl' 
eiJang Lhair facilitiea, c:ertain largo eompanie. a~opted , policy10f~ •· 
c.hUII.ll or e.ndeavono.g to pu:rc.b.a.sc the cntical machince wh!-1,.... 
conotitut8 tho •~k in trado o! the small planta. I! war ordell ,.'cb 
properly ~1stributod among those~maller companios production ba~k~ 
logo could bo reduced and lhestrl\Ul onmach•~e-too( production would 
bo, reilevcd. Ooo productoon .e.pcrt bna e,otunatod lhatomall planto 
poo&ell8 .M lc .. t 700,000 machme ~Is which could bo uood !or war 
~ucllon. 
- Whero small businessH did obt.ain war contracta., tbc oomrnit..tee 

lo¥nd that tbey were o!t.en unable ~ aceure nootaary matoriala d .. 
opoto tho !oct i'hot lhoso eonu-aeta commanded high priority ratings 
ln I he ablrnce of key busin,_ connections and bargDJning powu tb~ 
amall componii'O ,. . .,... compelled to tum ~a '""'e numD<i of nanu­
facturcll to aceurc the neecosary raw materiala. A amall manufac­
turer in netd o! a omall quantity of raw materials olton bad ~make 1 
gr8ttr number of contacta and to wait. a longer time than a large cor. 
poration, even though tho 6lll&!ler company may bavo had a higher 
priority rating. Such difficulties were noL tho reoult merely of mat.,. 
rial ohC>rtagN; they existed with rtapeeL to tho purebue of otetl where 
o .. r hall tho supply wu still avaiJable lor nonmilita.ry purpoeO.. 

Tho requirements o! total war production dictate that tho usual 
pcaeaLimo method o! i.ndividualpurehase be abandoned and that the 
pureha.,.. o! aU small companioa 1n a given regjon be char:.eled through 
tho regional war produetion benrd which would obtllin n-ry mn. 
tcriola, either directly I rom the producing companioa or through the 
war production boaids or the raw matenal induatriee. 

Mni\Y or the proooduree and mechanisms required in the mobiliu· 
tion ol email plante lor war·activity were advanced by the Defense 
Contract Distribution Division during ita 4 months or cxiatcnca, 
including t.ho development. o! industrial pool& d elenae clinieo, and tho 
exploding ~hniquu. That Division bad dovcloped a conaidemble field 
ateJT and a largo number ol field ollieea in the belief that tho arrange­
menta for t.he partieipotion of small businosa would bavo ~ be mlde 
locally. IL wu chqed with a great deal of reoponoibihty, both with 
respect to amall plonts and with respect to oom•eraion geDerally. But 
even 1n lhoao fields ol war productiOn wher8 it did advanoo workoblo 
pi'O-ut, tho Division made very Uule heedwoy beeauoo it had no 
authority. It bad no iDdependenL proeuremmt powers. No~ 
which tctlto to mobilize 6lJl&!l planl6 can do oo a~!ully unlet~ it,. 
!>lrL o! tho proe~tremeot machinery and baa procurement a uthorit1. 
For tbo full mobili11tion of tho 6lll&!ler plonta lb.,.. ahould be ooly 
one proeuremen" authority for each area. 

OaoANU.t.TION" RcQoJu:o roa Co!'fY~RSlOM or LAKOI Pu.!n'l TO 
W A_R PaooucrsoN 

!n U1c au~mobilc induotry $4,000,000,000 o! war eontroelll ,lei 
prtor to January 6, 1942, had resulted in coo\'ersion to war producLton 
o! only 6 ~ 10 pcrecnt o! tho paa.-ger ear manu!aoturing lac!l)li"· 
On January 6, I 042, tbc allocation of 15,000,000,000 o! addlllonal 

1 (( 
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...,tract& ~ bee= 117 l.llo'!aphuarcl ·~"!'inc p~ure wbieb ;. 
d.-cribed m -uoo C of this repon. This •tom-by-Item and ...,._ 

y.by-companJ' proc:edu.., inev1tabl1 ltft each automobile nom~ 
!:"competition "\'!' tho otboro lor .J~l!or supply and machine ~Ia. 
Nor wu compeuuon lor now lacilillet eradicated. Honoo while 
Ibis competition poroiata1 there ia atill no guanLDty that eon~ellioll 
..m proofed at tho mtJOmum mto. Converoion m tho automobile 
industry is crucial for tho war ol!orL, not only because this indusi.Jy 
eontrols approximaLel;r one-third ol tbo met.al·workinB capacity ot 
the count.rt but alto boeauoe ita planned converoion ,. requirtd iD 
order ~ utJ.lito tho fneilit.ice of many omnll and medium·sized plonta 
oulllide lho iDduatry whiel1 could undertake auboentroct work lor it. 

11 is cosential that for eacl1 major war industry thore be • war 
product.ion board to inluro tho boo~ ulilizat.on or tbo induot.ry'• 
faeiliti"" in acoordonoe wilh the national production plan. Such 
industry war produet.ion board• abould be directly under tho au~r­
vision ol tho Nat.ional War Production Board and their aetivitlN 
should be coordinated with one another and with lherecional PI'OJir&lllll 
preVIOIIIIy dNCribed. Th-directing ouch a 5)'5tem mould lio reopoa. 
oiblo lor pooling or the toehDieal rNOurees or the entire iDdutlly iD 
such manner .. to aclli••• muimum o!licieney iD the- or polenta, 
deaips, and engineering .-urceo. Standardiution ol produeta • 
zed operating methods aliould be undertalten with a view to inc:reuinc 
pn>c!uetivity. Tbo War Production Board lbould alao undertalto to 
merease prOduction by means or more extensive auboont.nctin,g iD 
oooperotioo witb tho ~onaJ boardo. In the CUO Of induotriM 
engaged in the production of N&eotial raw materials, aueb u iron and 
steel, copper and aluminum, the industry war production board obould 
plan the n.......,. plant expanoiona. 'rbo direction of piaM expan. 
$ion which ia now ditpon.ed among several agencies ahouJd be eon·· 
tralized under lbe NAtional War Production Board. The Nationlll 
War Production Bonrd in tum would make alloeationa nnd delegate 
rtSpon&ibilit.y to particular industry or refPonnl war production boelda. 

Tho planning and ouperviaory nctiv1ties of !he N atlonal War 
Production Board alao mua~ ne<losaarily embrace !he civilian good• 
indust.riee. 

Wbcn a nation goN really all out for war, ~e regulation o.f ita 
civilian J«K)da indualricw ia u much a put of the p1eture u the stimu .. 
lalion ofita war go<>ds iDduotritt. We have learned,~ our ooot, !haL 
l.be heaL o! war \alk neitbor bard..,. lho guns nor melta the. but\«· 
To m8CI extraordinary demandt a~ one end of our production ha~, 
tcienti6e control muoL bo bJ'Ougbt in~ pla1 all down tho lino. In au 
convertible ciTilian iDduotries, whether p&rtial.ly or nomp)eto11 con· 
verted to &l"m&M6D" manuraewre, product.ion mus\ ~au~ to 
illiUJ'e the. conTenion or a JD&Ximum amoUDL of ~ID6 !~~it.iea to 
anoament manufaet.un> (within quotu soL for -~ C!"!l.oan pro­
d~Ktion lor partially coa .. rt.ed mduotri .. ). Essential CITihan pro­
duction lbould bo concentrated withiD certain planta to be operated 
at lull eapaeiL1· Tho induolly war production boards in tb-•­
should ouperTIIo tho operation o! tho nucleus plant&' u well u wba~ 
ever pooling o.r tho ~'Gaining !aeiliti• is nee......, m order to achlove 
rap1d convenK)n, 

Quotu o! both military and civilian goods muat bo worked out for 
••c:h induatry. Tboao quotu abould be bued upoll tho nature or tho 

r 'Tbit 1WDt It • Pf)iled ln 0N•I Btl\alft lCI ... U ..t.ft *-•u.J alfGM Pf'Od.c&.l .. •ll'tllllld. 
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induetry-it& CODYQttibility 10 Wll' production &od tbe importan ( 
ite product& in tbo mainwnance or civilian health and morale. ~ 
quolu have already *" .. t lor a low indue\ri.. Induem._ wbooe 
faciliti .. ue convertible 10 war production and ,;,hoaa cil'ilian 
uCIAIJ!l•Y bedispenacd with partly~r a!tocetber abould tbuo be •= o .. r 1n largedegJ'O&IO wu (>roduction 0<, il unadaplableiO IA>Ch ..;u be curuiled or ditconW>ued for the dural.ion and tbelabor ;::; 
abilu.d clsewbere. It abould not be uoumed bowevor that 
industry en.gaged in cinliaul!OO<Io production n'eod be cw1.iled .. ;{1 
punsion of the t.ot.aJ oumbcrol workers engagM in production d;..wi:· 
<niO llo_? labor market. mil)iont or addit.ion~ workoro, may di~lat.o lh~ 
cxpansJoo <?f produclton an aomo c.tvilian anduslriea. Bu~ 80 urgenl. 
and eo. vaned arc ~bo 1~cocla of total ,war;-oven t.he ci•iliAn nteda­
that wttb proper dorecuon and coordmat10n it...,.. bigbl,y uulikol 
that a good ""'cannot be round lor mosl or our lacillti,. wbetber tb/ 
are direc~y con•ertible lo. ~~ militarJ: or not. E•ery effort.mua\ b! 
made 10 msure that tbe ciVIban worlting population be fed elotbed 
and. housed .. -~11 enough 10 at least mamtain pbyaical v.!eJJ-be· : 
Whde_,.·-aw!"" !loat a large ~r1;1on of tbo 1"\Pulation aacrifioa t! 
MStnlull. s, 1t d1~tatee that m1lhons of famihoa who have been m­
c.lothed, • -!ed, lllld &ll·h~•!ood bo pro<'idod with an adequate amount 
o( Lhe; reqUJrec:r commodatacs, &O l·hat. tbey can make their Cull 000 .. mbut10n to tho common effort.. 

Onee PN?duction quot.~;t ho.vo been set, tbc 11dmini$t.ratLve machinery 
(or aUoeahng raw mat.enal1 &bould be auc.b u to maint.aio a uniform 
Dow of raw matfrlals, no\ only for war production bu~ also for eueznial 
civilian produ~ion. Undrr our present. priori tits ayatem the one hu 
100 ~fleD ~ m oo'?'fiicl ..;tb tbo otber. ~liadirecu.d annammt pro­
d.u~!on bas JOO~ tbe n.......ary minimum of oenain suppti .. o( 
cavaltan goods~ and antast.e.noo on contmued civilian produetion hu held 
baek the output. of DOC086I.ry minim& of arms. 

I m\ividuol indu•tnc'8 ·~~.widely in tho d•groe to which pooling or 
nu:~clunery and P,hmt. f11caht10s .and joint plAns for labor suppJy llrc 
ncoo ... ry or feas•blc. Th60o ddfcrcuees depend on !l1o alloca~oo or 
producllon1 the adequacy of l~bor &upply, and tho l.oohnical problems 
ol productiOn, &od more partacu1arly those of conversion. All Lbete 
factors have a bearing on tbe type of pooling an-angemeuto, both of 
labo! and macbinory, which ml!"t be made. Por example. the eon­
••..,on of the .•~10 ind~try. J'!~g. ovmlue, wiU depend on tbe pcol!nc 
not. only of en tical toolmg facil•t.es bul &lao of !l1e buie producllOn 
f'Qt~lpment. In order to introa.ae w~r production a t. en early datt\ the 
n\AJOr auto a.ssembly J)lt.ll\.1 convert-ed to t.ank airplane and anti· 
~irorA!L production •bould hn,•o oqual ncccao w ;;!1 foeder plant& in the 
mduarry. 

A •letailed plan for the operation ol tbo automobile industry as • 
singlfi industnal pool uttdcr a labor and mMagtment WM.r produc&ion 
~rd headed by a Oovemmenl officer wu • .__ted to tbo com_ • 
mo~t .. , Tins plan is d!"""bed in section E of -u .. ;. report. So.me 
obJrcllono ba,·e *" raoood to it on tbe J<tOWKis tba~ joml plannlllft 
and pooling of facilili<t ue not tho nonnal metbod• of industrial 
O(>fflltion. But .opin, such commmta only rdlect. a fail-10 uod.,. 
s~;&nd tbe meaning and roquirtmento of lOW war. Normal mocha.­
mams o r the competit-ive economy are not onougb wbeo we hue an 
!'bnormaJ world-wido Aitua.tion to meot.J and when our tailure to mee.l. 
•L oneano the ru1d of aU normality. 

) (fl 
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A 8ingle adminiotraiOr for tho auto industry baa bOCIJ appoiou.d; 
but the ~iog of f'!'ilitieo of _lbo major compani~ is otill 10 be under­
tal:l"ll \Vill10ut t.bia, and wtlbout any chang;! "' ~umne~l pro­
eedurd. tho "'al war demauda on ll•e au10uiobile onduolly will not 
ha<e been me&.. Jimi" • rd . b Prod A number or tbe .-nt lallon o •ra 10011ed T the War uo-
tion Board with reopect 10 civilian production 'I.a .. actually aet 
monthlY q\IOW oubetanlially abo•ethe production 1>00ib of lut yON. 
One ordor pormitu.d an increaoe of 34 pereeo• over rael year's produc­
tion or medium and heavy truckt. Another order permiUod ID 
i.uen.-uc int·ho production of rofrigorat.ors over las~ yeAr'• high output., 
•bile a third allowed for a three--point. increase of automotive replace­
ment parta for t be 6rot 6 mootba of 10.2 u compared with tbe record 
oulpu• Jevelt of !94l. Tbeoe ordera are bei"l! promulplod whh the 
inttnlion of accumulatinJ{ a subetantialatock pile of eiY'il.ian 200Cit and 
tbtn oon,·trting the enure induatry lO wv production. 'But. aueh 
methods actually diven our .-u.-- 10 dhe producl.ion of civilian 
goods not noeded •• this time and postpone the ooovenion of theoe 
Mme induatrit'lt to necessary war producuon. 
· The nbove orders show t.bat. u long as t:he&e indusllie. an not. 
OJM'flllC'd with t h6 adva.ntagt'l Of pooltng, and 8.1 long at tho eon­
centratiOil of oifllilill production within a few nucleus (•IAnll il' not. 
adoplcd tl10 conversion Of civilian industries will fall abort. Of AM't\'Ct· 
10g our ~ar needs. For tho pooling of the. facilities of entire ioduttries 
aOO the eetablit~bment. of nucleus plant.t: for necei8Ary dvUiAn produ~ 
uoo .n.ul.ke. ~ble ~~e immediate .conversion of a large amoun&. of 
faciht1H whtth othei'W'ISe are. DOt avaalahle:. 

WAH PaooucnoN u"' UnuuTIOS' or LA.aoa SurrLT 

Training transfer and otbcr upoeto of labor aupplJ must be 
directly inltgrat.od ~th war production planning. Tl'IUmony sum. 
marized in section ·A and &cction B shows tbat ln.~ numbcra . or 
.. orken aro becoming diwnployed and ili~l m•!'Y wiU bo l•!>od w1tb 
extended periods of unemployment. Nauonal m.t•rreol roquor'!" lh~• 
tbeoo diaemployed workers be. reemployed as _qu•ekiY u _poao~ble 1n 
the productiOn of military oqwpmen&.. In tbe ont.enm period Federal 
wiltanoa mual be extended 10 tbeeo wor!tuo. • 

Labor aupply problems ari heine """""' aput from produei.IOD 
problema. Uurinj; peacetime a aubitential ~·of labor ~....Uy 
uiota and production decisioot ue made by mdiv&dual com~an, .. and 
corporation& on the assumption that. there will be a 1ufficae.nt. labor 
supply to meet production domando. Labor auppl,)o probl.omo aro 
treated aa roaidual to produc tion t)roblems. A!lhougb roquoroments 
by tyt>«~Of okillo are constantly ebanging due iO ehaugoa in toolmology_c• 
utd tbe compoeition or induetriet, ye~ tbeso. c~angt.W aro graduaa 
enough to permit Nl&dy adjualln<nt tiy mduatry •• gweral and monl 
p&rticularly by individual companie&. . . . 1 

Undtr all-ou• production, completo u~ihulloo ol Iaber oup~ y, 
Ktive aod lalellt, become. lhe pnme o~Jeeln-e. U .our. proclueuoo 
goal for IIH2 is"' be fuJJilled , it Will rtqwre_ tbe OOJ!lnbuoon of every 
•-ork•r. Exten&i,•e change& in lyJM'I of ak•ll roquirod and the need 
for p"'parlng large number! of pt'IO~lo ~rb<? ~usl. be drawn IIllO tb~ 
leOOr mukct will require tu~ exLc.na•v~ lrllDHlg p~m. Many O 

(111.;11\8-1::-: 
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1be 12,000,000 workaro who will be added 1o ~be,...,. Produer 
1 1942 wiU have lo bo ~ined or re~rained. Sueee. here 100 .or 

auCC<U in the utiliu~ion ol equipmen~. In man:vloea!iti<s ~~loeo 
ol eer~in eat<gori<s ol all;illed labor are ata~ 10 bo a bottJen~lt , .. 
up&n~~oo ol war productooo. Under ouch conditiona ever;y decioio 10 
with I'Oiped lo the uoe and training ol labor force baa a clireC~ t-.:.~ 
on production. E•er:v decision reopee~g productioo ""'uireo ~-,. 
d,...iono with I'Oipoe~ 10 labor uliliutioo. Efllcient planning ':rrtaoo 
production thus requirCll otllcicnt planning ol tho uae ol labor jar 
Indeed, ~bor supply cooditiono should lio an important e~..::f 1· 
de~rmonong alloealion ol eontraeca. Ill 

The War Production Board should include with every eooversio 
prol!f11!ll whether ol indua~rial or regional eharae~tr, indeed w;J: 
~very omporw~ con~l1 a plan for labor aupply roerui~ retroin· 
ong, .and tron!ler .. Tramong thus ~meo n~~ merely a ooodition lor 
.-mng the specoal granta now being oooaodtred, but ia ........_ 
10 tho worker tha~ he can look fonrard 10 a job when he ia trained 
In tho ~ of tho auiOmo~ile induttry1 for example, the projec...d 
eonvert~on program abould onclude a IICJiedulo of labor requirement& 
month by monlh, by lypeo of labor, and in relatlon 1o the existing 
labor supply. On lllo baaio of this schedule and the invcnt.o of 
!"'.ie,ting labor supply, a training and tranalcr program abouJ"J' be an1t.int.ed. · 

Reooganization ol . exiating p~s relating t.o labor aupply it 
needed. The oommott.ce wu informed by repreaentalives ol Uie 
O~vernor of Michigan thu training and labor aupply prognma were 
btong hamyered by tho fact that at PI'OIObt tht"' are often in ~· 
com.muniljes eeveral o111&Dizalions d~ with theee problemJ, ...,llo 
ovulappmg juriadict.ion and reopoosibilit.itlL Tho ......,, nat.ionali­
•at.ion o! !h• o:mplof\'1~~. ooervico can provide tho appropriate ageocy 
lor admiru~Lenng ~hC,ON 1n pureuaoco ol ~ planned labOr supply pro­
warn. This oogano .. uon must be closely outograled with the ove .. all 
WAr Production Board. For every industry and lor every locoolily 
there n:us~ be bu~ ono lljlCDOy rcspooaiblo lor labor supply. Wilhoul 
:;u~~auon ol autl:&onty, there eannot. bo centralization ol reepon· 

. Un~or condiliona ol ,all .. ut war production, where ••er:v dooiaion "'"!o .~• lo produetooo dependo on labor aupply, and w~ uuy 
doo'""!n on the field ol labor aupply ultimately oondit.ioDB production, 
there 11 both a duty and need for labor 10 J>l:l1icipate iJo llo.e pl&llllinc 
ol tho Wlll'-producLion program. Every onduotry-production board 
should be headed by a paid Oovornmcnt official. Provision should be 
made to receive t.ho ouuoiAindinll contributiona ol bot.h management 
and labor on produoLion plannong. Tho produotion board would 
~mbody tho cooporat.lvo activity ol these two elements in order t.o 
onauro t.he greatest unity ol effort in production. Represont.ativee ol 
labo,r and management, acting jointly, will inouro a maximum of ccop­
eratooo and compliance with llie docisiona ol tho board on tho pari ol 
bollo !abor and managtm<Dt ooganizat.iona. 
. This~ lor tho J>UI:icipation of labor and management in pn>duo­

ljon pllDIUDg and omplemantat.ion existe alao on a national acale. 
Tho 01nglo civilian board of tho Federal Go•eromeol, whicll abould be 
reaponeible lor botlo procurement and produoLion planning1 should be 
'l'Pr<senletivo ol tho uni1 of management and labor on tile produo­
toon front. Such a boAr would m&ko poMiblo direct contributiona 
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!rent ieduotry and labor t.o t.ho planning or war production a t tho 
Joiglleel ~iblo leva!; and it would alao provide lho board with tho 
.,.., direct contact~ 80 u lo achio•o full oooperat.ion of lloo important 
d menta ol pn>ductoon. 

•Lebo< and management can and must alao ..,....e the &ddtd luootion 
1 romoting an increue in industrial officieDcy u 1•~ unknown iJo dJ country. Tbe linea or ba ule extend into every macloino abop. 

11 Hitler;. w be defe&Led, America muat, first of all, d•lca~ him on lho 
roduction front.. If this is a w&!' of bench and la!'he1 it it noL auffi-

~ieot. u1at we have over-all planruog a.nd orga.ruzataou 10 tl1at ovary 
worker and mnobine may lind iuo placo on ,lbe produ~t!~n .Mont. 
Thare muat bo generated tho greatest enthus1asm and m1L1atave. of 
e<erY individual worker and employer 80 tha~ production ran be 
upanded 10 Lho ulmoot. 

SVKllAllT or RICOKVEND.t.noxa 

The oommittee reaffirm& ita Jrovioua reoommcndationa on full 
utilization of American indus~ capacity and labor oupply in tho 
war efrorlo. '!be committee .,.·iabeo 10 eruphasiul II11L lloo etnt.rali&a· 
tion or roe~nsibility and autboriLy in a single civilian agency, witJu:mt 
lho oo.ntrl\lir.ation of procurement, will not moeL tho. product..Jon • 
requircmcnla of total war. Tbo com!l'~t.~ce ~hcref~ro agam urges tha 
.e.ntralizallon or all procUC'$ntOL act.IYILie& 1.D a fUnglc agency ~nder 
a national war production board. . . 

h hu been averred btforo this committee tha~ uoltM tho milotal}' 
fares thtmaelveo allocate production to the indusLrial l&eiliti .. ol Ibis 
eouot.ry t.be wee.pom of war manufactured in tl1tee plane. will not. 
fuoctio~ properly. H ia lloo oommit.teo'a .,;,., tha~ ilo.o reproaen.t.a­
tiv .. of our armed forcoa are llOpocially. qualified 10 alate. the requoro­
meota ol tho mili""r aorvices lor equopment andsuppti'\"; tho)' are 
heavily burdened wtth this undortaking and woth )llalt far-flung 
obligAtions for organizing, t rausporLing, and us~g Lbt.t, matu•al for 
training and oomba~ purposllO. We must make oL P"'!"'blo !or these 
repre&enlALivea or the military foroee Lo LU!fl over their dtwtgDJ t..o a 
lingle agency for proeuremen~ and productoon. ~ch an agoney can 
11om mobilize lloo entire r-urceo of tho NallOn 10 pnS:c~uco. the 
muimum quant.i"l of !hoM armamenll in tho abo~L -obi'\ tlln6. 
This procecl""' will not only penni~ a moN> otllcoeoL u.liliza110n of 
Ammca'aauperior industrial reooui'CIII bu~ will also ponno~ lloo armed 
foroee 10 concontzato on their job of ...inning lloe war. 

On tho baait of il4 inv.,.tlgation of productoon problcono, bot'! of 
&mall and large planca, tho commi~~ find• Uoat tho appropro•t" 
methods lor decentralizing tho oporatoono ol the propoeod smgo 
pred~ction and proeUNillent agency ehould be by ragoona and on-
dlHitnN. L d rodu"" To ita recommendations lor & cont.ralizcduld p&droed urcmth en an P dation lion planninr board Ute eommiuen wo e recommeo 
the~ thio boald inclu'de re~tati..,~ of. l'!bor and managtmanl, and 
ita Oovm>mont bead abould bo an ondiridu~, ouch u tho J)<oaent 
ehainnan of tho War Production Board, who <DJ!).Yl tho luU :~~~ 
of both. Tho"""tral procurtmontand prod~tJ.on agency .o 
.. tab\iob subsidiary boardo ol aimilar oomposouoo on a rogoonal and 
iodut~al baaia. 
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_The commit'- bolieYeo lbaL s~ul mobilbation ol 
will depend not_ onl1 on the adoption ol suitable productio-J""* 
cU1t1DeoLorganJJal10nbutilioonpm:80Dnelwbo i nan P<O­
ol use ol evuy idle or convertible mdustrial rscw"':;":;,'d':rlbe Uf1l'!Oey 
in the war effort.. The committee would MCOmmend b f!Ytr){ ma.n 
vidual bet placed on 1 war production board national t at. .no tndt­
i.nduttt rial, or ~ given a responsible function 'wit.b.in it 'w'b'hnal, or 
demonttlrat.M a lull racognition or the urgency of usc of ' v . 0 ~ not. 
lacilily ond • will to adopt whatever motboda are~ ui~Jry not1'?••1 
tJ•ie u.&c. • ... "t to ac u~vo 

\Vc coneludo t.h11t in order to prevent uun~ury rnigrat'o 
of rnueh nc('ded 1\VIIilablo ma.npowe.r, and costl_r con call

1 11 
1 t ' waata 

tiona, with it. at.te.ndunt shortages of commurut.y ra:iliU! ~h pOpula. 
tto~s of . tbu War Production Donrd need rurl-her revi~io ~:~ 0~f~­
rev•mon m the procurtment procedures will eentraJizo tbem • \ II 
age.ncy, and ~imulta.ntou.!ly decCJ!lralize the actual opr:ration:"o~": 
regronal and mdutt.rial b11:11S. It 1s our studied opinion that. b this 
!DCIIll alone tan yr~ retam our present. strength of corrununrl lif 
10 many tn!aller CJtres ~nd to'!DS, preserve the great. majoritrlr ou: 
arnoller bu~m...., and mdusln .. , and make tho best use ol our 1 bo 
au~~ly dunng our aU-out war effort. a r 
. e roprint !>elo'!' <- pp. 18A-18C) our previous ,_..,mendaliona 
~our teCOnd mtenm report. ~e stress below the need for a ctntnJ~ 
be<_~ ~rocurtmtnt. agen~. This was in our opinion tbe mott teJious 
OlllUIAion I rom_ the expliCit s tatement eot.abliahlng the IV ar Produelion 
~·rd(·· ~·e .btheve, ho-.·f>,•er, t~at the power to eeotraliz.e procurtment. 
11 unp 1~t m tbe o~er. It will '?0 obsen:·ed that many of the recom­
~~~~daU4?n• mado an our second mterim report arc parallclM by ·nr 
VISIOns ,m tho 8Ublf<(uent Executive order cet.ablisbiog tho ~'i 
ProclucC 10n Bo•mi. r 

In this Cbird interim, r('port, ~hich botb eupploment8 Bnd compl~ 
montt til~ oOOvc rocommend.obons, wo havo atreascd Mpooinlly tha 
problems of J?fOCUrt.•rncn.t. Wo do so becauso it. is our OJ>inion thAt. 
the smnU bU!HIC88('8, tho small conununj ti('8 t ho oue--indu.stry town1 ~nd tl!o workerw who make up our labor su'pply unoot ba fully rn~ 
h.ll t~d 10. tho. Wt\r efrorL without ft. .re";sion Of procuremcot proc:edUI\."'8 
""hiC:h wW &unultanco.usly ceotrahz.e control over procurement- in one 
ageney and deeenlnhzo the functioning divi&ions 80 tl1at. they may 
reach d~wn LO tho gro,.. roots, whic.b must bo tappod lor all-out 
product1on. 
. The~ •-:e cer~ain cotll:icleratioos v.thich we wisb perticularly to atn!N 
tn conneeu~n "'llh lhelull ulilbation ol all busi- OJ<cept tbo vtry 
la'l!""l, wh~<h are alre&dy participating heavily in the dislribulion or 
<lODtract& ThNC considerations are as rouo .. ·s: 
. I. _Contrula m~at be let u dose as poaaible to tbe point ol pt'Oduo-
110~ 1lam.Uor bUSinesa is to do ill sbaie. This m..,. the CJftUon ol 
l'<'giOna! ~arda c.b&rgod ~th the maximum ol local autonomy &nil 
rmr.n.Siblhly con.10.n~nt wnh final authority at the oenttr. 

· ln ord~r to ulthze the small busin ..... ol America to thelullttt 
e-xtent, and ,m the I)IACC'S where they are now Joeat«f, tho Qo,•emmf'nt 
should IP,etlly what J>•rt• ond materials shnll be aubcontraeled lor 
by th«t prune tontraetor. At the present time most prime eontnctort 
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on 1ubcool1Utinc only t"- Lhinp whicb arelonnd LO be _.ty and 
cliJ6cul~ lor lhom LO manulaeture. .U &n iiiUitrstion, il a am.U, •trt 
,;,nply equipped laetory wilbln a lew hun.md milea o{ an airplane 
lacU>I)' or .-mbly plant can make br&ees or olhor items LhsL go on 
an airplane,. the Ooven1ment should direet tha~ work should be given 
to the omau .Plant •• ',l'ho large plant with ita labon~~~\"'• ito &killed 
tt~elmiei&Ja, at.s '()rotlltOO eQUipment, and all other raetJ1t.1et tbould be 
..00 on Ll1- tluup which are difficult to msnulaetUI'C and no~ wulod 
upon L11e oimplo t bi ngo t hat MD bo lannod out elsewhere. Tho 
conunitt.ce bu previoualy gono on record as favoring lhc mctbod 
known u exploding. Thia mothod has not. been put. in to pr11ctice 
10 lor onllllJ' aubolftJllialacalc. Wo lccl tha~ lhe lorogoing ougg .. lion 
as lO oompuiJOry aubcont.racting would bring about. a tnCJAiurc of tbo · 
wn• bone6ta to tho amaU concern &I would the exploding technique. 

3 Tho negoti&lod contract ohould bo further emploved in order to 
an~.-porate email faetoriea in the war act-h·ity. Thls is tapteially 
oece~5ary in \bo finL few ordtra that a amaU concern may obtain. 
Smali.J>Ianta juJL eannotoeeure w&r work under lbo p.....,L oompoli· 
uve b•dding ayatem. The .... utt is !bat larger ooncerna 1ba1 abould 
be utili.OO lor more difficult joba are makirig Lhings !hal obould bo 
made by \he lllllll coneerns. 

The lm&ll co"""m• wilbou• lull-time """"unl&nl&, auditorw, taX 
expert~, Washington agenta or lobbyists, and other aido, canno• 
...,~le with o.- oon...,. Ibn do lave lh- adnnt.agoa. Jlow­
enr with 80me help on the put. or the Government. in t.he way of 
huon a.nd guidance the_j' can make these a.rt.icles at. u low a eot\ 
as lhe larger oonceJm. Under the p"""'nl SJ"'I.em lher aro w&~tins 
a great doll ol time and money ait.empling LO bid and .,.. aoouring 
no businee~, tbua being unablo to rcndnr the war program ln.)' m•· 
tuia.l BS$i&t.anco. 

4. Tho. committ.t.-e commends such effort. in o~izing m•umfnc­
turcrs' pools among smnll buainCMrnc.n in lbc int.er-1or or tbe rountry 
AL& havo boon undcrtnknn to dat.o by t ho \Yar Production Bonrd nnd 
ita prodooeMOr ngenc.iciJ. 'fhcao operations should be ~xtended to 
reuch all 8\'1\ilobiC faet.orios that may be Bbla to ooulnbute to t.bo 
war effort. • 

5. The eommiu.oo recommends that. the Gon!rnmcnt employ pro­
duction engineers to go from plant to plant among small manurao­
'""'"' to hclp tbom got Olarled in producing war goodt. Th ... 
wginee"' should oporsle out ol the offices ol lbe reg!onal boerdo 
diseussod above. Allu having lull knowledge ol all art•d .. o~td, 
lhey could1 upon inapec:tion ol a plant, s~l what a ~ICU!arb 
planl coul<t b<o~ make, and bo•· iw work_ niigbt be dov~La~ Wll 
lba~ ol olher plsnt.a in the reg10. • n or tbo mdua!JY o! .. ·b•c.b 1l wu a 
part. n .. , obould (>tOvide ttio r.lon• Wllh spocifics~ns &nd mo_dclo, 
alkror lbl'Dl a abort tune to lf1l 1•ir hand at produetng ""\'b arlicl ... 
lithe finn is auoc...rul they should thon and lh•re D<g(lll&lAI a ~n· 
tract for tho manuJaet~re of tho said article~ at a etandard pnce. 
This same &e-n·ice: could be extended to the manufaeluren' poole 
that. haYc ~n cre'atod. 

Tbc oommiu oo bclio"CI that.. by this J?~S cotmtlC!M manufao­
curing fReilitics c&.n mnko. a direct oontnbuuoo to the w11r eiTort.. 

• 
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This will omplo1 people whore l.be1 ore, In l.beir own homo towot lhorebr. relieving tho oong01k!d oontero, olimioat.ing tbt "'. ,,.q; lot building ~·., planto, and tho •-'11 or ....... - maloriaJt lor oew maohuwy. · 
ADDI1'10MAL Vawa or BoN'. OAIL T. Cn-r11 

This re·porr., •• wtll u our previous reporta, rcprt:~enl& the gan raJ opinion or tho entire. c:oanmilteo arrived at. in a givwnd .. L&b me~ h. canno&. be Mid tbal each .entf:nce ia • oorrec:t. etatt.m&ot. or th~ eomplete vie~·• of C"leh individual member. However in addition to OtiS ltltitudo or interpretAtion l~at. should be granted, I find it --t1 to further""!',... mraollon roloreneo to lho reoommonda L"l>tls in lbis N'P,Orl lha~ .labor u well u rqaoagomon1 t.ooko Plll"l i~ our war-productton plnnnang. 
Aside lrom what migM bo aaid aboul labor and labor loadoro in this erisit, I with to point out that labor leader1bip is not qua.lilied to &peak on tho doctntrnJiution or tlao wo.r effort or on small t)ualneiiS. 01\,'11nizod labor do<o no~ know lbo iolri<&te problomo or rural areas. They do not ~pl't'lt.nt. the unorpnized workera who are tmployed in our am&.ll towns and villages. They have no knowledge or lbo operation or small planl& omplo7ing only a low work.,. aL 11oo uoosroodl. 

The opinion or some Jabor loadCf'l disqualifies tbt.m A8 Wf!lr-produe-. tion planners because or their restrictM, teetionalt.. and cJus •iewa. Ji'or instance, our heuings will abow that ct:rt&in laoor )Meters in the Detroit. an!a opposed \\'a.r fact.ories at. Chicago because or the alleged reason thn.t t-hera wero no mechanics in that great. city. Thoee Mme witnH&N decriN the idea or loeatina war industrieam the corufieid& or Iowa or "in tbe sUeb" jn Kansu .. 
This ia enti~ly A quettion of whetbar or not. a group i.s qualified to in A whc.ro it hu no experience. It is not. my purposre to grour, but merely 14 point out that. no group should Wk o planning inn fiold in which it is inexperienced. obla 

) 

) 

JIA1"UIX.U. D- KlGII.UlOJf 

)t.KOIIOIPDA'I'IOMI hoM SzcottD hiTD.I_W Ruou 
(lloooellepon No. 1663, aubmillod D-.bot IV, 1~1) 

I . PRODOC'l'lOX fU.HNUfO .L."fD PB.OC"CW:OT 

l!U 

Tbo commilloo recommend• lbaL: 1 A ainglo civilian hoard ol the Fedora! GovernmooL bo eb~ with lull reopolllibili\1 lor P~~~. ~ lor olaoDior: war pro<fuo-tion and the production or eetential caviUa.o needa. -
A. Conoplelo oebodut .. o( mUit.llf1 rt<tuirtmool& oball bo aub­miuod w lbo board b71ho Ann7, Navy, Marillme Commltoion, and lend-1 .... aulboritl ... D. Tho board aball dov.top a eomprobenoive plan lor m .. t.ing u.- requiremv>l& a~ lbe oUii01~ -'bl• dol& in lhe order of their urgency. 

z A opeoiallechnieal division manned by a stall akillod in enainoer· iog "and tn produetion boo~ under iloa board. 
A. Tbie division abaU compile and maintain a.n upo-t,o..dato oom· pleto invc.ntory on industria! facililie~. the supply of critittl m... wials, and lbo oupply o( labor. Conllnuoua, •igilanL inv,.Lip­lion o! all hidden and ourpluo alocka o( 111.w material• obould bo riJ!<>rously purouod. . 11. Contnel& ah&ll bo lo~ on l.bo baais of l.bo lindinp by this dlvision. 
0. Tbi.t division shall r;uake a CO!ltinuous chec}t on lho p~ of war work iD induatti.tl Mtabliahmenta to lD!.UH m.u!Dlum optration. 

3. R4!6icoal offieea be esl8blisbod direcUy under lbo board to execulo il& poijej,. and plana on a regioo.ol buis when n......,.,. and prao­&le&ble. 
A. Th ... offic<s shall - and luroish at all limes lull in­formation u to the inventory of mattrial and labor ao.d WIJ' work oontmcted and to ba oontrnoted. Thus, ,lhe Am~ncan people will have elos« t.o their homea all nec:ell&l')' mformatton that may bo a .. ilable in Waahi.ogton. Tb,.. olll«s oball have lullau~r­i~y to negotiate conlr&ol& w lho end tho~ omalllinna may partiCJ· pato in wilt production. 

U, OTlLtu.TJO)f 0' .UO::BICA'I IMD'CI'ITJtlAL CAPACITY 
'l'bo committee reoommmda lhat.- . . . . I. In accordaooo wilh a pcolio7 ol lull use ol omting ondualrUI capaeitf, a ayat..omatio pJan of put..ting to work all ~~e caP.at•~Y and oonvcr&ang eooaumer-coO<ls iudustriea to w&r product.1oo b_o maU~uled. A. Uodor lbis plan, lbolarna. t faeililioo ahould bo om.medoately converted; medium- and wuill-.ized pi ante be auCC(!lllllVely con· \'ert.ed. 
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B. M .. nwbile, in ordu to prv....,L oma1J buoi- ... ,,_ 
alloealioo procedure abould be geared into tbia eon•..:.O..n ~ 
b)' gnoduaung supplieo of raw maLerials for ei..Uian Produt.t: 
abuply in favor or amaJl. and medium-flized compenita. 

2. ln accordance with the previous roeo.mn1eodation and in ordtr to 
maximize immediate v.•ar producttoo no additional new plant.a or ntw 
tools for fabricating and .....,bl,y of war produc .. oo planned uniJJ 
ax~a.liug coovortiblo facilities su1table for tbia work Naoll bft ruu1 ut.ahr.od. 

3. A more forceful Bnd eomprol,cnsivo policy or plant. 6Xpunaion be 
(oUowed with I'OilJWCt t.o criucal raw materiAls such Be oluminum 
cop~r, .et.ool, cle., whoso supply limits, or is expected to limit, wa; 
product1on. 

4. Action w'it.h respect. to conversion and plan~ ~xpan.sion aha.U be 
immediately undertaken by tbo centralized board, and the aubonJinate 
regional officcetdvocated in recommendation J. 

A. The buio for tb..., actions shall oo the detenninationo of tho 
l«11nical divilion ad,·ocaled in reoommeodatioo 1. 

Ul. P,Ut'ftCIPA'YION' OF 8 )1.\Lt.. AS'D .W.:CDIUM.oSI&&:D COIIIPANLQ IX T ltiC 
WAR &PPOil'P 

Tho cotnmitt.ee recomme.nds thalr-
1. The region&l offices a,d,~oea.t.ec~ in recom.wendatton I &e-L. u dear. 

iog boUJiot!'t ror amaJI. and znedium.Qzed oompa.niea both witb rtiJJeCL 
to infonnatlon and the aetual lcttin~; of P.rirue eool.roc .. and oub­
cont.raet.t.. Jn t.hia \\' IY IJD.all compatuf'S will have ••ithin reuonable 
distance a Oovcnunent. agency whieh not. only can f,fjve ll.1em fuJI 
inJonnat.ion buc. will bo able to mako full arra.ngcmcot3 for their par. 
LicipRtion in tJ1o wllr 4lrfort. including the ncgotiadoo of oontrncta. 

2. There bo furtJICr expansion or subcontracting, or pooling dcl\'iCl'l!>, 
nnd olhur mctl1ods or moorpornting small IJroducera into tho war 
progr~tm. 

3. Tho technique of uc.xplodiug", where major wat.r produot.l tue 
subdivided into tlH!ir components and tbesc manufactured SCJ>ttratf'1y, 
should be pursued u far as possible. In this way, lhcte major war 
product& un be produced by a larg& number or &maJJ. a.nd tnOlliurn· 
si~ed f'ltablithme.nt.a. 

IV, KK\' IEW OP F..XIS'TISO COSTKACTI 

The tommiltce recomntt>nds tbat.-
1. 'l"\•try rontrae&. • •boee completion date ~.x-lends berond June 30. 

1942, and that. C\'try contraet. gretltlr than $500,000 be inunediaady 
nwio-·ed. This ~;~w should evaluate. the extt:n&. to • •bich ton· 
~~-~n be ex-pediu-d through more intensive. convtrsioo ol uiA~ing 
fuiht-JC8, t.hrot_~gh subcontracting and through Ulfl Of tfi(()Od, tlurd, 
and fourth ahilta aa largo u t.Ju:.\ first.. 

2. lf the oontr.etor, upon rc\~icw, refuses to take the u~y 
atept to aocelrl'ftle production, the contract. should be abrogftLNI HI 
whole or in f>nrt.. 

3. J.'urtJwmlONII, 111)()11 the oomplc.tion or tbc piRn of mnx-irnum v.'er 
production dt'lcribcd iu reconunNHIRti()n 1, nil contreciA wl•irh rio unt 

) 

) 

18c 

app<OT to be geared to the plan abould be revi.,.·ed and equitable 
.ajasuntnt. made in aU euee where tbe eon~tor is unable c.o t.ake 
tho • ..,.....ry a tepa to eonfonn to the plan. 

Y. TU.::IPCR OP 1...\ UOR TO W Ul WOftX 

Tluo oomrn.it(.(ooO rcoomm~nda d1at.: 
1. Tlte reemJ)Ioymeut.of tl•o u•wmploy~ and the tnnsferor work c." 

from nonmilitary t.o WM work ba an inLCgrttJ l>ttrt of Lhe. I)Jeuming of 
production. 

A. The t ransfer ot cliapltlcod work en; shaH be piRnned in advAnce 
11nd not. efter tho fact or unc.mploymt•ot. 

Jl. Tho flret. prerl~qui~itc for such plaunin~ is t1to oomploto 
inventory of U.\•adablc labor &upply as a.do;oe&ted in rcconune.ndA>­
tion r I 2.-A, on plannin~r or cldcn.se production and procurement .. 

2. Tbc ""'polll!ibili~y .for execution .. w•ll ... plannin!! •hill be 
with the central and n>giOnal boardi advocatOO m rteOmmendation t. 

3 The I'Oiablishod procoduri'O of colleeti\·e ball(&ining abould be 
em.Plot"ed • ·bcreve.r po88iblf'. The commlUfe notes -.-;tb approval 
the t.r&osrer agret':ment.. reac.h4!CI by the leading automobil~ ~mpanies 
and tbe Unitod Automobile 1\'orl<ero of Mneric&. 

4. The lull influtnc."ft of l11e Go'·~n1ment be ~.xercised in promoting 
and t>:e<uliug agroomonta by employe"' holding ....... .... ._ .. to 
ab!o.rb displaCed • ·orkcrS 'fllritllout dderiminatioo or delay. 

vt. ALLEVLATION OP' UNEMPLOYMP.S''r' .ASD TP.U:!\"U~G 0 1' Til~ Ufn:M• 
PLOYP.D FOR W' R PRODUCTJON 

Tbe committee recommend•: 
1. Tho dcvc.lopmcut.. oro ruuion&l progrnm of tl'1lining rul.\ltnul1!ftr 

or workers to war prcHI•1ction. ' l"his program sbo!ild bo mt.t'grak'\1 
wilb the J>ro<htclion plnn described in roconuncndatron L 

Ct•rtifiention tor u·aining and trtmsrcr should be witltout 
f'l'1!ttrtl to reeiderH·c or mellns test. . . . . . 

It &cen:ut to t.he cornmiLtC'C that the e."'r;tmg lfle1Ulle9 or lhe 
Work ProjC!:Cta Admin~tNuion should bP completely converted 
tor this "'ar purpost'. 

2. 1'b~ size ol unemployment. compensation benefit payment. bet 
inei'HMd and their duration e.-<tended to 26 weeks.1 

,,..._.....,......,..cu .... ..,..,.,~..,......_.,. n-. C¥tT cww ... ....,..." ••- ,._. 
c..~,, . 
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SECTION A.-PAILUllB TO USE CAPACITY OF SMALL AND 
MEDIUM-SIZED PLANT~ POR WAR PRODUCTION 

IM'l'a.ODUCTtOM 

Ap~ before the oommit~ lale io NoYOmbor, Mr. Peter R. 
NeJieinkio 1 prMeDI6d dale abowtDg that ooolnOU for ... ., ptoduetioo 
bad beeo ebanoeled throwtb a !ow lup oomp•ni ... The buodred 
companiao litled io the tab1e below h01d more thao four-fiftha of the 
toW oontrocta let.. The first 10 alooe hold two-fifw of t.be toW; 
the &rat 30 hold two-thirda. 

ProJ)O"tl01t of toUJl "'""" Q/ •vp,lv eoniH«• ovord•d 

N\lMber of eompaniM: """"' 
10 .• ••••.•••••••• ------- --------- --···························· 43 10 • ••••••••••••••••••••••••••••••••••••••••••• ••••••••••••••••• &7 
100. •• •••••• ••••••• ••••••••••••••••• •••••• ••••••••••••••••••••• 83 

Loo """"' 8bfpbu1ldioc " D.,. Doclt eo. poo a • loo 
Gru......., AJ:wot• Eqt.....ma <:or-

poralloa. 
Amtrlf:an W ooh:ft Co., Ino. 
ConttMnW Motort Corporation. 
Wettlo&bOUN Eloetrlo & Manufa.eturina 

Co. . 
RepubUc A•latlon CorporaUon. 
Wettml E!«Lrlc Co. 
P.ckard Motor C.r Co. 
Tampa 8blpbulkH.o1 Co., Ine. 
Whf\e Motor Co. 
DWncto>d T M-Car Co:: 
SW>d&nl OU Co. ot New J.....,. 
l,..U. Sltlo>I!Oildlnc c..ponu.o. &,_,.., Corpon<ioo. 
A........ta c-Ml•lnc eo. 
G.U Sl>lobuli4!ol ~ 
Savact' An. Coioora:Lioa.. 
M..,. D.,.do<k Co. 
Au ... Powdtr Co. 
Phoenla Seeurltlel Corport.tJoa. 
Cru.dbk 8t.ec~t Co. ot America. 
CoiL'• Pat.enl FlN Annt Maouraeturfna 

Co. 
Fatr~nb, Motte A Co. 
Empltt St'Cur11 18. toe. 
Ht:rcuJ~ Potfcktr Co., Inc. 
NortbtrD Pump Co. 
Flreltont 'nrt It Rubbtr Co. 
Alma Corpor&liOA. 
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•taal._ Ship B.odl .. ~ 

Doy. ---· , ... Jaterudooal llarw•~ott Co. 
LUe W..,_hwtoo Sh~py&rdt. 
&and"'d 011 Co. ol c.Jilomla. 
Seovru Ma.nur~tun.., Co. 
Ktllloy llaYtt \Vhetl Co. 
o.. .... J> • 1.-b Optical Co. 
Todd k lJrown, lno. 
l:&.tlman Kodak Co. 
AIILI .. CI~A.butn Ma1mfaet.uri"S Co. 
Wlllarneue Iron & St«l Corporation. 
Maek 'f'nlflkt ( UCI. 
MlcMo l"rlntina Prtt~. M.a.nufAc~uring 

Co. 
Proct~r 4. Oambkl Co. 
Northrop Afrcna.h. Con>Of'atlon. 
Ooodye-a.r Tl~ A Ru~r Co. 
RadlO Corporallon or An,erlca. 
n evero CopJ)er (\ U"""8, loo. 
1\orri• ~r.arnpb\1 A Muufa.tturin,s Co. 
Fal~h[ld Avl aUon ~l.ioa. 

1lo<aoy WOI'Md Millo. 
~ MaauiA<tutf"" Co. 
Fa:=~ flocioo .t AI.,._ Co.poo. 

-· .._ q.,p,.,.lloo, 
~dr"~~~tloo. 
\VbJtman, Wm. Co., lne, 
B·rtweur Aerona.ut.leal CorporaUoa. 
0 ra vo Corporation. 
Me.ta Machine Co. 
Mlsociated Shlpbulldeh, 
IA..nlldowno Steel 4 Iron Co. 
Rllth Standard Ma.nufach•rlnc Co,, Jno. 
PoUmaa, Joe. 
Ma.riet.t.a Ma.nuraet.urlntc Co. 
SbeU UoJon Ol.l Co~radon. 
Amerlea.n Finllhlna Co. 
HOO\'tn Owen• Rent~ehltr Co. 
Defoe Boat • Motor Worka. 
Kopf"'' United Co. 

Mr. Ntbrmlcist<etifled tlla4 by Augus~ 1941: 
Of Lbe 184,000 _..))IMh.....,.u reponed ia c.be Certtu.t ol ~faniiiAetUrt!l o1 ltlt, 

; the e.ee2 ~ wbkh ha\'e ft'Cf'i'fed either prime or tuboon~ ~~ 
oniJ 3 Pftftnl of UJII eaWsor7 ol poc.eocial muutuwru. eal*ft-,.• 

A tabulation pl\'pand in Doetmber 1941 abowed that u of tho~ 
datf> thf' number or romp&nie~ with war-rroduetion contnct.a had !Utn 
"' appnnimal<'ly 10,000, ouL of a Iota of 184,000 eotablilhmenu in 
the countrr.• ~l•nr. of th..., companiC8 were otiU O(><'nllin~ al r..., 
than eapaclly. \Yh1le the failure to achieve. eapacit.y production wu 
ruorc rn'Onount("41 among the small companies, i~ wu aho &rno of " 
numlwr O( tho fargo COI'J)OtatiOl\S which had been given 1\ conaider•blo 
shoro or the war ordc.rt~. In Ute ca.se of those IRrge.r cornpani01, the 
bulk or t lu'lir war production will be dono in now plf'"t.l, many still 
nndor construction ; meanwhile their e.xisti.ng idle or convertible f1,tili· 
tics nro not. beimc c.mplovcd.• 

or tho 174,000 oornpruuos which had not receivod war production 
eontmctl 10mo bavo e.n~ in production for war purposos by su~· 
plying pBrto or doing omAIJ job lot. for other manuf•eturcro. In all 
but a low caoca, bowov•r, tlley hovo been ablo to employ but a 11noll 
p<n>entoge of their ""PaciLy in this way.' Small oompani .. whioh 
ha•·o bec'n denied war production oontract.a ""' btinJ forced out of 
J>roduetion altogeth•r by M~Strictions on the 1110 of entical matA>rialo. 
Th ... oomparu .. ""' btinl! excluded from production d .. pit.o their 
detennined •lforu "' [>&rtlcipat.a in the ,. • .,. eft'ort. The .. ;d.,.. 
abo,.,. !hat 11 a ,...ult of inadequal6 production plllllliog and P!"' 
euMm•nt. man,r communities tbroughou~ the Nauon are laeed With 
C!<lOnomio clel<'noratioo and disint<ogralion. Tens of tbouaandt of amaU 

:t-,.~===~~~-f«fo. .. lblty,.,..,.,_tfA..,._._.,....__,....._, .. 
~.,...":ltt..."'!:~m.:.t,~aM~~~.~-•..._.. .......... ~."""" 
-'"'"""-"'''1ft lltd\&t I• -~- .-tloa.-o1 U.. !lr'flltlll ~ 

• T!M. ltw to~aCMIM Wfrlll!b flaw 11ft• ~to obtai• aa.y ....tt.ua.W IMIHiaDI ol = t1 .. !-l ... a.: 
~.J:.:.a; ·.~.~·..!.~'*~·:.=~~~=:~o .... , .. ~.,"!:',." 
b-ol ot aubltoMtnru •d 'lllbaoathl:b• oiJQbOoe~be lllaklr portloe d m..t erdHI 1111 '*1 
cti'Cii.a Nlll- Mil PIIWM.., C»Miln (1PIL tKtt ltldoc:a do tbe1t Mlbooi!li'ICU «'CUP!' U. .,..-.,rot .... 
u.a • ,., dAY' 1"1Wt '*"'· ~r-. 1t leatllftll • b&nd>COoiiiOIItlltt ...... ,...,. .... ~hrt J:.": 
ol OllffV-...... "''"' ......... PMt dllfpltl't'd thM "''"-' 'IIN(k •.n.ct IJent... .. ..... . 
Ill to to l)$mtnl or C.I*."IIJ," 

) 
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baSin.,. firma are being forood to lhu~ down. Poolt of unomplo,..t 
azeplhoring tbro .. boullheoouotry. Haphuanl migration of theM 
unemployed bu altioady begun. 

Erroan or AH 1KlHT8TIUAL PooL or SKA.LL ~iA .... "ftJPACTUIIU TO 
Seouu Wu CoNTRAC'I'$ 

The poor distribution of w11..r conLrac.ts c&nnot. be lAid n tht" door 
or MIJRll oompnniOI ,Or CO,rnmunitiee;. As A matter o£ f~t, f.ho oflor'-8 
and ingenuity manarCft m tbo Vllnou~ !'ttempta do&c.l'll>od fwlow of 
aU tYJJ~ of eompttnios And cornmunahes to ~:~eeuro w11r oontracte 
confif.n tho commitWo'• belier tJ:ant they are completely OOIHJJOtont 
"' engage in war ()roductlon. The ~mit.lng o! oonlriiCI.s to large and 
....,..led oxpericncod fU'mt io lito rcJOull ol an eut.irol..r faulty pn>o 
euremeut mAchinery. 

One of tho mat.hoda or acl.1iov-iug participation of un&U finn~ in war 
production io llU'Ouglt oommunity pools. Several small oompaui .. 
underulce jointly to fulfill a prime oontrae~ when individuall)' no one 
of them could undertake wal r .. ponoibilille. Thil oommtl!"" .bat 

0,;.,us1y reporw.l on tlle advan~ olllUs typo of organaauoo. 
r..,.nliog "' tho t<etionony of Mr. Nebemkis, repr....,ling the Con­
~ l)irision of tlle Office of Produ®oo Management, 100 oueh 
pools have already been organized, and 11 the time of Mr. Nehemltio' 
~atimonv 14 ol th- bad a<:lually obtained cont.ncla for war pn>­
ductionf' He reporw.l that in addition there W'ere 116 inotancea ol 
attempts to organize indllttrial pools. • 

or the pool• now orga.nix.ed, only on-; out. of se!en h11 succeeded m 
obtaining contract.3 for war producuon. TesllnlOr:'J of Mr. Lo,u 
Holland concerning tloe Mld-Ceotral Defense Industries, Inc~ , a~d h11 
effort& to secure work for ernaU businC'88 illustrated tle almot' antur­
mountable dHticultics wbiob bM•t been put in. t·he way of smal.l busi· 
ness. His testimony also aubstnntia~ the claun that s:m.aU bu.smc1101 
arc capable or maki_ng l\ real oontribuuon to war productaon oneo they 
are givon oontracts. . 

1 
d • 

Tho o'l!""ization ol tho Mid-Central AII!OOialod Defense n uotrtea 
wu d"'"'nbod 88 lollowo: 

Mr. Cu•n:t. Will 1ou d8c:r4be for the commit.tee tbe funetJon• of tbe Mkt· 
Central AMOCtated Jndu1tra., Inc.! w ·Reeou hfd. 

Mr. Uot.U.WD, h t. u out~l'Owtb of lbe ~116-Ce~t.tal ar tioo. ~ mliCM 
of .-bkh t -.m ~deaL Tbat. boArd,.. .. • ~U.S Ol"ddllu • o1 
a •rvey o1 the 81.ate o1 K.a.DMI ud ·~tem. !oliMowi. "e have the J"ttCCItde 
J42 chiN and \OW'nlla t-Mre a.nd we know the~~ work"~ 'r::.:: 
do. Alter u lntt'ftll" •udt and tlw ~had ~~Ja tbedtff"QQIt pletuN 
lnaly eon\"'.ftad lb&t theM tmall eommu,a1t~ ~ J..oduruiea. lee. M u 
IIDCitr the pt'8fll\. ees..up. T'he Mld..O.t... .L... '-1 bMcD. • 
Clrpl:lhatfooa whleh 1 • up, oompoeed ol 30 ~ ~~ -.& oou 
C.tn.e& lD h.a entire\)' if llYN u opport.u.a1ty. 

1 1lr. Ctrwna. Daft you rHfllftd ao.y cootradl.rtt ~· 
1 

bore ....... ., 
Mr How...oro Y•· _.. hav• reotiyt.d a CODU.Cl from the ~-,avy or 'i:O.. 

tolhtutentoti288,0oo, and I hAve•pf'Nd il~!~~:::':':;ot.&er 
The CHAia»•H. Do you know wbetbet )'OUT v-u 

pb.nt. ln the Vnll6d S&ataf • . 1 .. -ted b the pl&ot.l la ••aedy 
Mr, Uou..ur~o. I don't tbll)k I' baa ~0 ~ lJ t~.,. .am41 otben 

tbe Mn14 way, TheN} l:t, of courH~ tho York P · bet he w ml ht aay aad 
•bere .tbl!y have A blc corporation that. aet.f u • ~ot,b , tb::. d~dn'f do In 't~r 
taket In IOIUO lmalle.r Ont..'ll tO dO tollloe Of tho W'Ot... ... I 

'i'lllltfrlm' or l>t~ R. Nel~t•k!.. rr .. 11. LooJt bttrinp. P'· !:3. PP. 8IJT-MIIl. 
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owo. OI'PDtadoo; bu'-1010far • I bow, lhls II \be ant pool &bat It- ~ ...u lacl ... rioL .. ~ 
Mr. Cuomo. Wlla~ _..ny ~ do \t~;•rr .. a ..u ID4--r 
)b. uo ....... .-•. WeU, ol oourwo. \he eatire w.- 1e GWidt up~-~ 

IDdv.ttrill. .&vee our ~ Uxlllltriet are OOGlpll.ra\lvel.T -.u, 
Mr. Cv.rnt. Wh.a-. t.&J..e laraeat. one i.a )'out COI'l)Oratiool 
lolr. Uo&.LAH11io The la.r'pA ULa\. we baYe fn our oorpora-Uon Att c.be Loeom.ou 

Material~ Co. of At.eht.oa • .Ka..oa., and the Butler Mt.outaet.wioa Co. of~ 
Olty, Mo. 

Afr. Cuant. now muy men wiU they employt 
Mr. UOLt.AJID. J pre~Umo that they wru employ from 400 to GOO me.o taeb.• 

Tho. abili~y of ·~ indua~rial pool to handlo precision wo<k ia indi· 
··~od .. tho follow•ng wat•mony: 

Mr. CUR'l'at. Comn~e.nL h.u been ma.do froquent.ly tn the b.oarlnp ot thl.t t~om 
ml~ t.hat. tmall rna.chlne ahoSM find u. difficult. Lo meet tho cloee mublno tpecl: 
6utl<'l'lt for ordnance work. Dave you any obeervatJon In rt:(lt.td l.o that. 
quMtion? 

Mr. l-loi.LANO, I have a &ot of obee.rvatiooa. Ono of tbe p&r\1 Ultd on tb .. Job 
for the Navy callt for 6,62~10,000 of &a loch phu nothlng. mfoue 2/ 10 000. 
Tbat. II pntU_.y cbe mtMumneata. Now we put. c.bal putkW&r PN't f.n\0 the 
aho9 of the OruftiiOft INtru~" Co.. wbo manula.ec.u:re I:Un'erl:aiiNI.nlmto~ 
a nd .,. a«:u840GMcl to precue won. Tbey don't DOed \be 2110,000 ....,.., 
Tbey a.o mate I\ euet lf ~-· • 

/ . Mr. H~Uand'~ pool ap.-red to be capabla aho !'I txtn:ioing con. 
oidtrable ""cnu•~7 10 ovorcomo a ahortago of procW.n cagoo wbieh 
lhroalt'nocl 10 delay produelioo. 

Mr. Conu. ADOlber -..&emeal. trequeot.ly beard It \hat. a ~ o1 PC"' 01 all t,_ prevut.t many priaM ooot.raet.ora from .ubooat.ra.et.lo1 \belt wort 
Ca.a roo tumiM me CIOmmftt.ee with a.oy laformat.ioo aJoo.c thil UDe la \etml of 
rour own uperitnoe T 

Mr. IJOUJ.HD. I am 11&<1 101.1 btou&bt that qu.UOn up, beoa.IMI to th.it _PAr· 
Ucul&r Navy job, tome of the tO!oranoee: are very etoet. I am partJeult.rlr 
&Dxlou• Lhat. tblt bo u &ood a Job u they caa make lor the Navy, and r, ta gol~ 
&o be. We have lO have mlcromeU!I"!l up to 13 Jnebeeln 1lae &o meMure aocurat.ely 
10me ol tho par~ that. we are malclnp;. We needed about S400 wonh of mlcrom­
e&tfll in our own offiot~ for fhW ln.spectlon and For tbe Navy ll:lt(lOC-t.or t.o ueo oD 
theae tlllnp, And IOtno or the plan~ of)O((od micromet.e-rt. So J ordered about 
S400 1\'0fth of /)reelt lon lnttr\uneiiLIJ From the Ellelt Hardware Co.'" Kanau City, 
They plaeed t ~order, J think, with the t.. S. St.aneu. Co. of Athol, Mw. who 
have been malting procl•lon lntwment.s alnee 1880. Tho nut. day \twl E1rct' 
Hardware Co. eallod mo Ol\ t.be telephono and quoted from a buUelln that. they 
had Juat reCIOived. II. uld, "• now lilt. or diaeontJnued Stoma in cort.aln tl-. In 
the lnttmt. or ~he natlon&J e.mer~ency." Now lhe metal involved fn t.bo makfna 
of a micrometer II nil. It dOMn t. a.mou.nt. to an7tbln1- It It a predt&on lnt\ru. 
men\, and It there wu ever a need roT pret:fllon woe. il le: at \bill tlmt •heft we 
are m&~ln110 ma.n1 PNCil&on it.ema. He went. oo to uy, uwe reque~t you Mt to 
eall lor an1 of 1Mte dll«tndnued items. However. ir you do. \be onkrt will be 

il~~led by ue." Now. I don't c:a.re ho• cloee a email ma.ouf.c:Wttr (OOid work: 
.a..~.~nd: a eubcontract.. or lr he it wwkifts OD a prime: ecotnet. ud cu.DOt 
_, PPio hot wouldn'td.areJI!I\.a tool on a~ol metat and \bt...UbM.­
would be -• lped out ecui~y. To o«~e&. &.bis 1 bad made a nqu.t o1 tbl Na., 
Lba.t tbey lleftd ua a complet4 tet.-o1 the it.e~M \bu. we are to m.t.Du.faet.u-" ud .,. 
wiD ba.,. OM Ibm make a pp lor eYff7 ooe o1 t-.e ltau and '* Wt Pit 
bMauie 11'e ta.GACK obtaln Pft'dli$Oa iDittUmeDU \.0 met4Utt t.heiD by.• 

Mr. UoUand emphuizad lhe coml>"~ney of small mel&l abopt 
generally to parlleipata io milil&ry produelioo. 

Mr. CnTrt. J ... ..., .. to t4k 10U Lhls quesUoo. Dow would •mall roattufa,o. 
turera who have been maklnc: pfoduc.te tba·t. did not requJre precWOA lntt.namenw 
aod did not. call for Proco.et of Goe toler&aOOI 6t into tbll eort. ola picture? 

IlL IMII bWIIICl. pt.. .. .,._- llQO, 
t IL 1<0111'- llfwrofl_,, 114 . .. p, Mn.' 
• ''· ....... IIMrtnp, pt, ». p. lll2. 
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II< Bo...,.,.o. 1bey mJci>Ut Ia •e;z.w,e:. I Wok E.cJaod lou -lhn>oP 

• ,\bOUt a moa\h ,..o, I bad \be of IUDC:lairt& whb ~ 1'boiD 
=-·-ollbob8doollho8~-._-.. 11-wlllo .... ~ 1l'iJIW" G,_ Ia WNhl- aod I Nlred .lr. Thompooe 111a4 .-..y q­
Ue -'d ••Jt b .. beeD OW' .Xperieooe fa t.bt t!irtt. place tha\. ~ did:o't oeed ~ ~ 

that our ecW.noen wert oaJUoa for. But we havo beea au.rprilecl a~ tAM ..., 
=tmal-1 plantt 00\lld follow a toleraooo U ldveu u opport1.1Ait7." 1 \hlak lk 
tM:6' an~~wer to tb£t It t.bat. lbo bo7t Ia t.bo .Mki'WOt\ havo betn 1"eJ)a.lrloa t.r•dol'l 
&I)(! old f"ord cars and tbaL aon of atuf!J and t.bey b.&ve not. been eompeUed co oome 
doWII to tW'O ten4bouu.ndtbt, but. If IJIYOD a P&t tbe7aooo get. t.bt feel and t.bt1 C$0dolt. 

Mr. CuRTII. Aayou may lcoow, t.hla oommltta bu taken t.he poelt.Jon tbaLit.S. 
abeOluttly noeenary to bring tho tmall maehlDe piAnte Into tbe defen .. proxra.m 
to get. t.be prOduction which thla oountry noodi for de.Ce.nte work. 1'be commit tot 
llkewlle " 'lihee to 1e0 Lt.bor dltlocatlona and unneooNO,ry mlars.Uoo held t.o a mfal· 
mum. Have you ai)G(IIfto reoommondat.lon to help aoc:omplt.b tbeee objtcUve.T 

Mr. Uor.r...uto. v .. : I madoaau~Oitlon to the DereC$0 Commltl$oo oo De«m .. 
ber 17 of 1.14& year. At~ about. Chrlltm., time they c&me out. with lhe unouoo. 
meot.ol' the eontnc:t.Mrwlc.. I ba,d ._Jon& talk with Mr. Mcboroay a.t. tbat tJme, 
and 1 btg.ed him to"" up a plan that would Ute t.be DH!D and tbdr macbloee Ia 
\he cOmJDUAhlet where t!My wttt, and aot d'-turb t.be eeoaomJe eoodilioD ol \boet 
(:l)tlUQu_n.ltlt&. I t.alked wtth Or. Lubto about ll. Or. Lubi.a -.id that IDJ' p&a.a 
nt •ert ~ad. I talked wit.h Morrfa; Coott aod bo ~d i\ wu very eouDd. 1 
Lal)td with tbrt Army and NaY)' about tt. aod I wu told b7lhem tba& lbt rt~uJa.. 
tioot wouJd DOt allow t!Mm &o _.AD orpahatloe Ub tb:&t. ADd ooe .,._ b.atn 
iatbe Atmf iAtotmed: 11M \hl.t ••\hoee fAnDe:~S out t.Wre couldta'l wort to our tok~ 
I:IICil'S.' ' I t.laiok I\ II tbol'OUihly praetkal LO diltnDut.e this work out~ u ... 
ehopl. I tbfok that. tbe7 alr..dy b.ave \be orp.alauloa t.ba1 could baodllli lt.. I 
lhi11k Mr. Odha.co ahoukl be a.t•e:a t.M power tbtou&b his eoaua.rt dklribtdoa 
~ 10 plaee \.be whoJe oonfnct ln:tte!Wl ol begtn;g t.bele Cellon 10 .ubcoot.nd.. 
AI n. oow t._ tbe amaU ma.aufac.tum bkb OD aoiDeUii.og ba baa Df'Ver .eo Wore(· 
tbere ta oo time .UOwanoe ror educaUon.al work; the tow bidder pte tbt OODtrae 
aDd standt ._ «ooc1 eba.oee of IMIR.I IDOM1 oo tbe job. 1 doo'~o ca.n~ bow oompU· 
m:tocl the ma.chioe Jt, II you t.akolt aparl. aDd you putooe piece Ia tbll room aiKI 
oM pleoe In that room aod tutter It All ove:r and look a.tthe plooet lndlvktu.all~1 it «NCC to be a oomplleatocl plooe of machinery. 1t is ooly complicated wbeo &U 
\beee para a.ro put. to1ether and the ma.ehlne funet.iona u an Jotcc.nU whole. 
llan.y or theeo fellowt can make Lheee partt juat 1.1 weU u anybody can, ADd I 
ausxcatrd that LO Mr. Mchomay, 

Mr. CuRTIS, You mean to carry thlt out along the line ot a.ut.horb:tng .omeone 
to~o to these placet a.nd r1egotlato a contrl'et. fhtid to the plant and the cquJprutut. 
and the labor tupply tbati tti ~_y ha-ve therot 

Mr. Uor..r..uo. Ya, air. For Jnal.anco, tho Ordnance Department. ol t.bt Arrn.y 
hu bad men lo lbe fteld fo r __ yet.t1 maklns aurveys ot plante. Tbe Cont-tM:t. 
Ser .. lco bu made a aurvey. The Navy hu m&M- a survey. AU th'l eould do 
ontil oow b to 10 In aod ulc: to tee Lhat. maa•a equipment and Us& i4 aD ea&aloc IL 
Tbey toUiod adVble him that. Pont lao or aomebody elte bas a job and \bat. ho tbouJd 
write to 100m to see 11 \bey waDL to f6rm out. put of it &o bUn. We would aave a 
kK cl thne and. t fl'on and c ettome p&a.ce If wb." I ~t. •e"' doaot- a.t01t ot tt.. 
crdDa.Dce mta kaow their ~ aad what is rt!qUlrecl He could walk Into a 
lliuL and My, "Ca..n you roa.lte tha.\f" and the1 woUld...,., ' 'I don't know, I \.blnk 
l c:u ... aad be woWct .. ,.. ••we wW hd ou\ wbat7oa ea.a. do. 1.- ... Me rou make 
I or 2 aod bel out your cotW a.ad 1 wDl be bad bue. We IJil'led 10.000 wrlta of 
.U.pen."U 

Tha industrial pool deaeribed by Mr. Uo~ wu a pioneering 
now..,. Soma of lha difficull.iee elloouolen!d m 118 denlopmtl\~ an 
deoeribed in lho prep"""' a~atemon~ bo submittocl 10 lha conurull<>e. 

Ia NOl"fmber )""year 1 read In t.bo paper~ that then waa a tbortap Gl 
machine toolt. 't went to' Wut11ai'OD, eam"ln~ with me • break-down ol the 
!Udtina lOOit in thM ..,._ 1 t.&lked to J. C. Nic:bob wbo repreeented tbW ..,_ 
wit.b the Advltor7 Comm...Son on NatJonal Oefenee and to DT. leador Lubln. 
1-.bo•·ed blrn the Jilt of maehlne to01a and told blm tbat ira ,plan could be worked 
OUt.lO uae tbe tool• wht.re t.hoy we~ t.hero would be no houamg problem lovolved1 
110 waitln,r on \.Doll, and no ahortaao ot mechAoica and the economic tt.ructure or 

Ui4.1..outl bfwlnp, pl, 11, pp. ....... 
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La.. --uo.IU. woukl 1101. be UPI@L Dr. LubiD ... .....,. -..b bD~ 
later caDed aod *eel 1M \0 ... Ur. Yom. CoolL ~b. C:OC.e Mriiltct ... = 
tbe .,_ l WM W<W'-iD& 0111 ... wbal Cumany dJd. aDd lbal ~did 004. ...... 
tou.c"h p~ uatit elie de"'"'-d a way ol uhq tbe am.a1.1er J)IM:~.&. 

1 Yllted wtU• •weral mtft lD &be A!mJ' ADd Na.,- aod .... told t.balt.bttr 
rept.dcw would ftOl allow tbun to ptace eoouaett wfth dMit tmall cooet • 
tbal tht thJAI fOT lbem to do WU to ,foMOd&&.e tbeauel't' .. Wllb & b'c tocll.p&':;: 
allow tht tHa comp&D1' to b(.d oo a pnme oontrael a.nd tr auec.atuJ, IPf'tad ~ 
work oul amo~ the amaller p.laota. I advleed tbe:rn t~t I bAd sooe &o two ot 
our '-'Ifill oonetml with that aol'\ of a propoeal--tbelr replY wu th&t tbt Qo.,. 
ernment. bt.d •urvoted tbelr plane.. t.bey were qu.lt.e oe.rtaln lh'/l.ntended to _; 
t-heir faclllt'-, and Uat. they •·ould have aU &bef oould do an that tll(ly would 
not. oontlder pla.yln1 "wet nuree" t.o a lot. of amaU plant.e. I can r'Mdll; UDder. 
atand thefr "''llludo and rroan t.he.l.r etaodpolnt tbey wero probabLY co~t 

1 "''" told rtJ)61llcdJy to Wuhlngton to get • J&rge tl.rm to b(d on work &Qd 
bave ~hem farm IIi oul to the emaller r,tanta. I h&ve Jult related how tha~ WOtlc.t. 

On Dec-ember 17 1040 1 wrote a e~ter to the National Oflte~nee Commte.lon 
.endlnc U1e lot.t.cr dtrect. io Mr. J . C. Nichobl for J)teel!nt.atlon to Lho oom~~tlt~ 

1 quo&oo thla te.L&oot Ia ILl on\tte,y: 

NA<nOHAt. Daruu CoiUtltt.IOJf, 
w .. ...-.,...,o.c. 

Dacaww~ra 17, 1040. 

G&HTt.lllllf: M&Q1 ...,.e maoul-.et.U!"frtt pb.Dw • .,. boiQI buUt Ia tbl Ua.Jted 
Statee u fadOrill for tbe productioa ol artidN wh&ab t.ht 00vtm1Dtftt IU:paU

1 oeect. Ia h.1 U\MIII~ oa~Jcina! dolea~e ~ 84.10 IDOirO ol U.. W... Pla-t. 
wW bne &o be bubt ia the aear future lf t.be ~ Ia &o 1Ue0M4. OeDera&tt 
•.-t .......... ol ·- ................ io beU>c buU. ...... oloelo - .. 
mlocl. ll1 IW., I - o.bal ...., ol lbe ......... io ....... bull& 10 .... ,.,......,. 
... apedtJ hem ~ &o \be ~ ol «sr Army &ad N&YJ. n.. 
planu wW emplo7 l&tp aumtJ,e,. ol people. Mao, ol thtaa a.re bilq buD& 
wbtrt tbe boutS~ ol ta.... worten_preaeatt, & problem •blob wOJ prob&b[-7 oD17 
bo ,.., bJ bulldlo1 .............. I..WIIoo. 

h II 1111 belief Lbat a.t ~ a cen..in aiub&e I*OtDL&p ol tbe nat.&oMI detta~t 
work can be doM b7 a 'AIJ.-orp~bed utilia&Uoa ot uiiUnt ~ ftw ol wbkb 
a.re bt-ln1 pero:tiUed pe.rttdp&Uon in t.be program. becaue ot 'lwl'r laabruty to 
make oompk\e the Item. nec:88&f1 in th'- em.crgcocy. 

Tbo Mld·Oonltal War Reeoureet Board of Kanlu CUy ata.rt.td l.ut July to 
obtain lnformatlon on lht varioua manufaeturtn,gr,lant. In our uta. Knowln8 
ol the~ thort&JO of mac.bJne tool~. we have &Me:mb ed fAtt.t u to looatlon, a nil­
able mupower, and machll'lo power. From our obeoervatlon 00 percent. ol the 
emaller plank will not bo reaehed tlu·ough tho ordinary ohannela ot defe01e 
oonii'I(IUns. MOtL of tbeeo s>lant. could not handle • Oovemme11l contract'" 
ILl entiN!t.y, .. t.hey have neither the monoy nor lbe fac!JIUM for tJn, C)l)mJ•lcUon 
ot a m\lcb nOI!Cied artJele of deten8CI. 

fn our opinion, a praetfeaJ way or hnmed:la~ uliJiuUon of botb ll'IA()bJD4!1 and 
manpower In thMe amall pla.ntl would b6 to ee.t up • loeAl ooordtnaUna ud 
~nlttJ aconey &o handle delaill ot contract and .._mbl.y, fann out. to the 
ooo~tlftl pl&nte tht put. Mf.:b it beat. equippod to maaufa.eture; the~ 
pt.rq \0 btl dtllvtn!d to the ooordinaq a,pne7 tor &ae~1 &od d~h·ery. 

Thlo !iEnt O&l'fiel the dtfenae p~ to tbe amaUer tOW'DI ai.nd I~ 
~ Jt. , •• tmployment. to kDe mm abd idle mathlnerr. Tbtrt t. 1t0 
~ ooDCitt'bOCI immediate produetJoo woutd rNUJ\. "M.ere II DO 

wa.itJnc oa maftlne cocu or plAne. ('l(liMI.n.letioo &ad ..me.. U.. detente ~ 
fa over. tbe eeooomte •tnaeture il Jeto. di!iturbed u tbt mtn .,. In t.hdt owe ~ 
~umt.y. n... .mope.,. .u M«tr to <1o t.bdr pan. u .,.Jdt:oco«< br ....... r letkfl 
and Pt,.,.... ('Oftt.aet.L 

II W. P.POCram eaa bt worked out. _.. .c.ud fNdr to tJD.m.edialt(y ..te 
available Ill• - ol bomd<OCio o1 obopr, ,........,.. ol ,.._ ol oqulpmot~&, ud 
t..,. ~manpower. 

One day thll prtparation for war wiU be finilb«l. II II. cootln!Jft to bt tbe 
poll"/ ol lM OOvemmC!al to 18nore tmaO erlttJn,c plAnt. aod &o fOOtlnue co 
bull Ja.~t •lnt~lo-purpoee plan'-- t.bc finilh of the pqratn will ISDd llf wltb • 
IJO&IIr unbal.anetd tndutcnaJ and economic plet.ure. It will at.o tlnd 114! wlt.b 
•lrllle~: workcrt llvf!IS In Oovcmmen~ bowtins projeeC:a with n.o emplora~n\. 
ahead or them and probably with an inability f.o return to the~lr forme-r CIIIP 1 4 

mont bee&tiM, un1C!JI!M tb(lle a:maJJ p1Ant41 are included in t~ ~nnamen~ J)toJtl'lm, 
t-hey will. when the program I• finlabed, have dilintt'grated frOUl loreud ldlco• 

) ((I 

) 

"' 

- Uc ~·al ol -...u.a tqul....... Alreld,., &U«Dpa. ..,. blilla ... ...ar .. ......-. ,_ .._ ....u ,.... ... - eq.._, at loiPI7 ........ 
..r-, lor u.. lo &.be lupr p&uu •bleb.,.. aDder~ 

I ..... 1bo clelall ol "-ohot>o riabl clo.no 10 lbo lui .,... ..... , ........ lypa, 
aad .not the lnform.adoa ~ lo &I)Pty it I.Od h• open.c.o, 10 do &bit .....std 
work. t ftrmlY belltvt tavOtab&e ~tloa ot Lm. projeet by the DereMt 
Com-lecfon wfll a;rtatlr tt.lmuJ&tt produeUoa in a. Pf*d.bl. eooaomlo&l ,.,.. 

Mto-CilJC"t>a..lL W u Raonc: .. Bo,.a.o, 
Lou E. HOLU..HD, Pr_~. 

Late in l:Jeeember a proaram ... announc:ed to Open ofll.u. tn the Federal 
t«ten·o b.nk dl•trlet.t tbrOUf!.bOut. the Nation, lor &be purpcee 01 brlnglnl tht 
•m•ll« lndulltrl.ot Into tho dt:fcmeo plcturu. Mr. Robert L.. Mehornay headed up 
~bat· cJepa.rt.cneot. On Januwr 2.4, la.tl, I wrote a letter t.o Mr. Mehom.a_y • nd 
tocka5od a chan. which hAd been c~luUy worked out. by eosfnoen &hat. would 
,oow how the •mall manufaeturen oouJd be broushL lnto product.loa for tbt 
de(en.e Pf()lratn. 1 received no reply to t.bil letter • 

Ja february I had • loa.a: t.alk wJlb Mr. Mehoruay and LOid hJm that. U \.hey 
nukl plaoo a man In Me.h ollbtlr ooot.raet. ee:rvioe Ofll.ote wbo had authority &o 
ltlectlteta IUit.&b .. to ma.nufac:ture In tM ..,_ ud •oukl lllt a lone o1 orpnl .... 
tioCI atm-Da.r t.o that. fiUUtllted la 11\7 let&« to him. \hey ooWd 'mmediltely I'll 
woctlldion and &a aU -01 the aaaU plaatt, ln tbe couotry bluy. Mr. Mehoraa7 
WCII'tiWd me 1.bo1 bad anot.ber p&an; lhat thef ~ ~ LO Cone pn.. -... 
tniC10ft &o .u.boocttact.. We b6d a. quite 'eQct.b.J ~ Oft tJw4. wb)eol 
ud I adn.ed hbD lht: p\aa woutd DOl work M MMIC!Mifa.Dy ae he ~l it would 
~ it wu unla1r t.o a prime oonlFador •ho had a. performaaoe bo-t up wiU. 
u.e Gooterament. LO force hlm to wbaoatrae~. a pan. ol Lh&& ~ &Dd bt ,.,_... 
,tble for the •ubeon&raet.or. 

1 .... ooc. .uu.lllul lD eoavloda« )b. Mebon.7 • io our ptaa. but &bout 1 
« 4 111011.t.tae taur I talked • llh hlm aod h. laicl he thould taa.,. liAtned to ... ; 
that. be bad diecovel'9d I knetr wba& il. WM all about aad. &hal he • ., bavl111 & 

pat deal ol dJftfcui&J': lo ltlliftl prime eon&,ranon io tnllingl,y eubcoa.ttvt ~~ 
peon o1 &heir work. I knew lM atlitude ol prime oootraaon becaual 1 had 
Wbd with them. 

In Juu.ary thit yte.rt while In I>Mtol&, I rem,.ed a ~ from Mr. Plerooe 
William.~ who wu in tne ornee of Mr. Morrill Cooke. &lllns mt &o •top o« fo 
Cbica.,go to aee a oonoern &nd t.h&t. they bad • ., order for t.&nb and weN dMirou. 
of tarmJn1 out. or •uboout.r&e-tlns a part of d1.0 order. I imnlledlately weDl to 
Chleap cont.aetod thll oonotrn they inquired whether o r not. we had any No. • 
milling machine. or any W&rnero.Sw-.cyla.tbe.. I 111pUod yet-they then aald 
they wanw<l t.o buy lh~n. I txplah~ tha.t W1l did not ••aot. to dJt.totb our oc. 
com.lc eet.-up by allowh"K tnaehlne:e \0 be taken out ol tbe area, but. that. we 
Wallted to obtaln work for t.h010 machloet whe-re t.bey -.·cTe. The map J wu 
talking with uld to think twice about. acllins t.b011e mac.hinee; •·e are soln1 lO 
llll.ke a.JI t.hi.l wortt under our own root and we are colas LOJel the m.&f!bJnet to do tt.. 

I....., told on one trip to Wathlnct.oo to con~t • DWI ut the AnQy •bo wac Led 
101110 WOrk done. I oont.a4t.ed him over the 'pbooe and be Mid ''you &re the mao 
•bo hal a w.-1111. ol ra.dial drUll.., aod I replied .. Yet." He theD -'d •"we waet 
!! ~1" ~a~ I told blm lhty were not for .ale. lweol dowu &o t..bo &.fwlil.bte 
~ and bad a laJk with hi-, a~mpt.lq to 1:8 aome work ror ou:.r Idle 
maehiDea. He tumed 11)1 0\'tr &o a ooloDel-1 ~ blm our .lilt ol equlPft*tS.. 
atlcd hi.m it there _...,, ~ .. couJd do &o b!Jp OU.t. ID t.bit ~ 
ud Me frPI1 .,.. ut.bc»t ,.,._,..out Lbtn eaa't. wort &o oar~ 

Aloq ab0u1 }I"' o1 11oio you, I ... prlorilioo"""'"" ud I .'-nl ..ru_, 
bttCft U.. Thlmao comm.luet b7 a m&n from ()ftl.oe of Prodoctioa Muec " .. t 
w-.o &em6ed lht luntt.w .. ~ ln&o the ddmee propam the- more idlt ~ 
ud the more kllo IDIIn .-. wtnaolnc &o hue. .r..... . .... 

I mled a ~p tocetbtr (a our arN aad IIJ«PPted &o them &.bey In••~ 
lhe prac:&leabtli&y o1 orp.ablnc a corpon.tioo to hanciJe dden~e coau.et&. I toad 
lbt!m I could DCX &MUtt tbtm Lbet would e-ter n!fti,.e a dollar'• worth ol wOft, 
but 1 relt i' would ""'-n&then their poaltion i£ th4y were abM ~ Late • con&~ 
1ft itt mllrety wheru.. ._ lndl•ldual eonctma lbey CIOOld no~ bid oa a comp.._w 
Job. ~ rnen thou ht. w11U of the Idea and the ruult -wp tM~ we formed. • 
C'OrJ)Oilltion known u ~e Mld·Cttnral ~Lated Derenae lndustnl(lf, Inc. 

We bid on a job or boro alshLt lor tbe Navy aud were awa.tded the oont.ra.ct 
oo Sept4!mber 2-. 1041. We have 30 eon~rn1 in the eorpor•don.. Each conGeTD 
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.... 10......, olo!Od, DO.,.,~ ao-. oed 18 ol<o--wiii...U..­
Io U.lo Mler. Tbo wortr lo - f-...1 in liDo obapo ...S I - lrOilr -­
ria<ed ..... .... - - ... .,. ..... ............... ol obot>o wtll bo .. """" 
..u.f&e\017.• 

Mr. HoUand'o experiences point up tho need for proper plan.un, 
for war production. His el.&tement emphuU.. both tho produot.ive 
eonLribution of omall busirum and tho prnent.ion of the incideotal 
problcmt or migration ouch as ohortageo in houoil;f! and community 
focilitioo that would ba made ]Xl68iblo by fuUer part•eipat.ion or amaU 
plan to in tho war effort. 

America prides itaoll on ita ingenui~y and it.. groat productive 
.-urooo. Yet Mr. HoUand obowo that we are faUing 1<> make uoo or 
either. 

Mr. IIOI.l.AJtD, I talked with Muoo Britton, Chk-1 of lbe M&ehloe Tool 
DeJ)I.J'Ltneo~ or 0. P. M. Muon t.old me that S ye&rwll«Q the- volume ot mt.dltnt 
toot. manufa.c:Lured In lht. oou.nuy wu .. cwtb I?G,OOO,OOO: thu Jut,..., tbtre 
.vt S.SOO,OOO 000 wort.b ' aad tbls Yt&r It, will be S800,000t000 WOrth. Aod I 
.Ucdwbr. ileea.ld: "Webavegottoba,•etbem." lMid; "Wt bl.vt~ 
of m.~bJnt t.oot. t.ba~..,.. idle. Wb7 DO\ uae Lbtmf'" De~: ''Tbt.t..,. 
old mae:h.lot \oola. We b&ve to bve oew maehlnea." Now 1.bt7 fouod la t'.la&­
lud Lbat Lbe7 clido'l have \0 ban new maehi~ They u.d.lbtel pl.a.o\1 ...,-.. 
u...r webl,:a tbe ...n ptut. 1a. ~ ia ind''( ble ..,.... u.; \ried WUru: 
tbe mat from Lbt pl&n&a and pu_tt.i:DJ them ua ooe tq pt&o..!in~ they IOQ4] 
.... , .... boalldlq- lor ruu.r ... ....,. doriotd . ..... ol .... -
where tbey wu. aod bavlnc a ttuet co atOUlMI •ad plet up the PIWU. to be 
dttiY«t!Ci to t.bt central bale. I wu m &he plaat ot one ot the tor.dlac ~ 
&ool muulwtuttn iD UU. country. He bu ~ oo hll boob U.... wUI tan'J 
him fOt" Ttatlo ud I tpul about 4 bows there. l ubd t.blt mao bow ~ fit 
bJa ordtn were for ltDfl'al.pu.rpote maehiDN a.ad what PtfteDt wtrt ror II..P.. 
purpoee mathJD& By a alnsJo-purpoee maehl~ . [ .mean for tn1~ a bup 
machine built for drillh11 ao airplane crankCNO. e·, an att..putpOM ID6ebtae I 
meu one Ukt a ltttwl or a drill p,._ or a &CAt cutter or aomedllnfi Ukt that. 
So lta.ld: "l low rnan.f: or your ordus are tor llng.Je-pu.rpoae m.u.hloeet Ut -.ld: 
''Ltu thao 6 ptrtent.. 1 ::SO 1 aald: "Tbeo over 95 peroeot. of your orden ate for 
all-s•uq>OH m-.cblotd" He .. ld; 'll'fbat is eo~." So It appeoa,. that we 
ba,·e t ltd up thote mAChlno-toot industries and we are 'r,lna up our etee.l 1n1d we 
art making now m.aehinm t.o replaee machines that are a ready Ia oslft.eoco.u 

Two addiLionnl point.. brought out by Mr. Holland worn: 
( I) The diffioult•oa imposed on IIUlaU companioo in soouring dcle011 

work bv lho biddin,g procedure. 
(2) Tbo diffieult •oo which confront om.U busiJI....,. in OGOuriug raw 

ma~als ovm~ tl1ough they are eugaged in war production and bavo 
high priori~y ratinga for their matolial requirement~. 

Mr. Ccrant. Wbat bu beet~ yOW' ~rierl.oe la rek.!Joo to rour ablUtr f1J b1c1 
on '"""" ol'ertld br the Proeunmen.t DivWons or \be Arm.t and \.bt NaV)"f 
Ha,·e ~ fouDd a Tariet.)" ot (\ftot 'Within the ran;p or your retOOUr'C*f 

Mr. lfOt..LA.HD. lmf&btt:xpWD \hat. thS.•·ay. u ~ wouJdtwd7 t.bt ao ........ 
meat Ad'l'ert.ller that. oouw. out t:very Thttnda}'-I reoet"e h OD Tb~1 
bteauee I PI'Y lor It lO come air maiJ-.&ad you loot doWD \be U.C, JOG .tU aoa 
iaYI~AtloN to bid. aumbtn of l.bt'm Ul every '-ue. Tbe blda: are t.o be.=.;:: 
fD .fi t.o 10 dart rrom U. dme JOU rtcrive ~ ad~te. l t. .. lin 
lO ~a~d to WuhJa110ft and pl the bt~w aod &o bid intelllct'nt!r oo • Job 
a.od ba¥e It Lbe:relo tbe lime a.Uot&ed.. 

)lr. C'cnta. That. baa been tbo atory that. we ha,.. beard throulboUt. Lbt 
entire M5ddlo w.,. 

Mr. fl ot.LANO, I~ can't. be dono. I ml&bt. elaborate on. tbaL/uat. a momejt, 
il you ~•re lO bur h. 8hortl.7 alter thle corpc>raUon wu formed reoeiYtd not C11 
from the Dureau ot SuppUu and Accounts Lhat they nre pinat.o ull: tor ~ct. for 
bore tltcht.. I dkln't know w-bat a bore 1igbt wM, but. I tent. tor t.bt bhl(prinu 

~;~ &c.. .l.oi•U IINttna. pt,-. JIP. . ,,..u, 
P it, Loult hMI'IIIIlll, pl. Wi, p.alJ?. 

) @ 
&ad afwr ~laa l.be blwprta" onr I ... tha.t il .... .,...hi .. , tbal OU:r COlD• 
biiDaPoa ol iad~ could make J"-l .. 'ftll u ao7bod7 tii)U-'l, Honnr t 
cl:ID'l tbld lMN '- a tlft&)t plaat weal 01 Lbe Mr.a.iooi Rlvtr t.ba\ could ~" 
bodied lhlo pankul&r Job. Nor - ptao• Wo bi4 """"' 8 daro 00 , ... ., 

~.., be(oN t.ho bkla wert &o be Gpcoed. We wwktd eolid17 tor 1 CIA,yw and oo 
1 bad 8 mH at. m.r boutt wbo worked r:rom 10 o'dOc:t lA t.be momtn

1 ~t~~~dl ;SO io the atw.rnoon, a.od on Monda, n.icbt, I took a _pl&ne for Wuhfnct.on 
~ tbe bidl opened at. 10 o'eioct 'I'Ueida7 momla~o Tha' aboon bow cao.et¥ 
.,,. are wvrldns oo tha\. partlc.ula.r Job &o se~ m. 

) (((, 

Mr. CuaTu.. U you bad brolc:ea. tbe provcrbl&l aboe.ttias you would ntYer 
I:La~ made lt. 

Mr. Hdt.LAM'D . . Never Ia. t.be world. • • • 
Mr. CURTII. Will _you bo abto lO rooe\ tbo delivery tclwdule under yoor 001'1• 

uaet ,.;,h 'he Navyf 
)Jr. HoLLAND, We •Ill mo,.. than be able to roee.~ it If we can obtain Lbe 

aPwit.b. We are jut\ now aettlnc maUlrWa, though wo have bad tho oontr~l 
.mce September 2. 

Mr. Cu•na. Doel t.be dell) oocur 1.a aecuri.n& .PriOritiea or In &f!ttlna deUwe,. 
a/LU 11!'" pt. a ratJ~f 

Mr. U:OI.t.A1fD, Wo &OS. a priority r&UDC A-1-8 which came wltb &be ordtr • 
JllJl. 1.ut wtH, ,. .• obtalDtd \be alumtnum oo ~Older. Some 2 weeb a,co,... 
~ .ome ol the -.L Wo ba,.. DO\ .cured Lbe brua ,.u. 

Mr. Cg·ana. Wbto dkl you make tblt coatract. with the N aYyt 
llr. Hot.l.Alfo. Bkll optaod Oft AU~U~t 13, aa l ~ it. &Del n .,.,.. 

DOC.i:kd: OU Se:p-.embtf 2 \bat. wt' b6d betJI awarded lbo COOll'IC:L .. 

GEOOllAPmCAL AND IHDOITJUAL lxcmo c E or DBLOC.A.TtOHa 

Teotim<>ny based on "'porta up 1<> December 1,1941, from ropl'tOen· 
tative companioa whieh b.&vo beon forced I<> curtail production abo,.. 
tbatbundrodoof communiti<'O in more than hall theStatoaof theUnioo 
have already ll<!<lD affected by priority lay-offs and ohut-do,..,., 

lo aJI, mo.tf! than 62$ eonununlt5Mln 38 Statea bad reported lay.oCfa b1 ~ 
btr 1. Tbeae ra~l from t.bt bl.g clt.lel lO small riagJo.ind"'t.r)' &.Own.. lo 
large eltle- llko Cbleac:o. New York, Dayton, Toledo, and Trenton, tho lay~lf• 
a.re trnall compared LO the total ot lodu.trial ..... earoenJ but aro large In nurn­
ben. In &ddit.lon to dolay1, becauee or 1kUl lactons, in the tranllfer or workerw 
( tool ooot.raetfnJJ t.o erpa1\dhtf hldu1Lrica, ~be Ja.rger oeuW,rt aro alao e.xpe.rlen~lnl 
etpeeiAUy heavy dl8J)la<~e•nen IJ.nooc wblte-oolliLt worke ... engaged In mer.:han.. 
ditiog durabto oon1qrn.er a.ooda. 

Many an\&IJ induiir'lal ~nl.<ll"t are e~t.remel7 hard hit. Up to Deeember I, ln 
at &efUit 48 a.reu tbrougbou~ t.be country, wotke,. ha.d bttolaid olf, or we,. ICJM!d­
u)od ~be laid off, In oumbet"' equal t.o 23 pc!f()(ID~ or more of t.be &ve,.._. of n~anu .. 
facturin& ,.,ap earM:rt tfflJlloyocl to thoee areu durin& 1931. MOlt of thMe -48 
areu arc lotated In t.he 8ioaW ol Jlll~ Wf«<oooi.~ Miehilan. &Ad I ndiana. 
wtuch-witb the u:eepUon or Mk.bJpa-have tt«.i\'t!d tea thAn lbelr proportio• 
• ab,an, of prime w......,ppty CIODI.I'acta. For the IDOit part.. they a.re *IWI 
iDdllJI.rial dtJ,ela produdnc ooo.umers• durable Jooda. which ba\~ f'l'Cdved nu.ae..v 
1111,...., wort. Bus. t.bl u.- alto h1ehadetla.rlu cU8 .auC'b u Detro~~ Pont.iw. 
a.ad 8autoo. Some ahow proem. o1 .,·ea.tuaDr at.orbl:q \he d.ilplaeed worktn 
ie ...., prodll(1ioo whlle In othett ablorpLioa ill UJilll:el,-.• 

J>ttaiJed dal.& on labor diacment lltlbmitted b~ the 8WftiU Of 
Employment Security of tho · Seeurity Board oho~·ed that dur• 
ing the month of Novtmbtr alone tmploymen~ w01 curtailed in-
n& IIIAnldatturinc plan" employl~ &13,000 "WOrkefSi .teatt~red throuabout 10 
Sw.. Attual IA,y.off• (o t~ BnDI ant ealimated to approximat. 48,.100. 
Antir:ipa&.ed lay-otfe ..,. tspected to amouttt to 12•.000 work~ Aetual plus 
&otlcipe.tl!ld lay-otr1 tor tb..., ftrmt repn.eol mon tb&a a fourth of tl\41r tmr>lo7· 
•al Prior to ioltl.at.lnslay-otr•.• ................. _ ............. _ 
: 011·•~•ttllblnflt.l!d .. , w-.

1
1 1'. A .. OmallotlliMrl~ pl.12.p. IIJn. 

•-IINniiP.. pl. 'tt, "b l!lt .. p,ION. 
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Tbo geocraphio diotribution of lhooo lay~fra waa aa followo: 
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11,- lotH t.• 

n ia imporl&nt t.o note ~hat this survey covered only • porllon of 
tho companico which have bad t.o reduce lheir employmonl. Tho 
...,poriB oolloetod by tho B ureau of Employment Security did nol 
attemp~ t.o cover tho amnllcet plants, t.hos& wt t.b tower thftn 60 workers 
wh.icl•, u l\ group, &OCOunt. for more tJ:aan half or alJ ml\nufact.urin,g 
plan~. H io probable t.t .. ~ ~he coverage given in U1i1 Iurvey to lho 
amallcst pllnla whieh iL do"" include, is not oa complete oa that given 
.. tabliolunenla in larger bt11ekets. An analyaia of tbeoo 736 finno by 
aizeof firm it given in t.bcaocompanyiog table.u 

lf•Nn of J,... ,,.,.,,., rcdud'-- o/ Mvr•,. ."'.r-ol•, .- o.&i,.ulla_.,.l•· ., 
""-'Jr-. ., GUlli l 

- 'hal ......... ,. ........ ..... : 

,...., ........ ··-· ......... ~--·J-....:"':;f--....: .. :::-~f--....:"'~-....::·"=+---'::'"1----';;;,. 
A~ I • 2 ........ . 

~i~~~~~~~:::~::m~:~~I~~~;~~ :l ~~~- ~~~~: l j ........ : . 
lild~................ . . .. . . .. .... » • 7 • • • 

£~;,:.:::::::::::::·· .. ::.::::·::::::: 1! ....... T :~::::::~: i t 
1 On•llllt. ._.nu. fl'· n. p, IOlt. 

II Ornaht. ............ 114• iJ, 1). 8l7'L 
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.OM• ICDIO,_ Uto• .... I~=' 

Significantb', m08L of lb- lay-<>ffs took place in lbe melahrorltiJl& 
industries. Th.~u u ft group have b.jgh oonrersion po!libilititt to 
rtr production v.·hm com~red .. -iUJ olber ..-a.r-..atrected industria. 
sueb u silk, for •xample, wbich und.,.,..eo~ sharp cunailmen~ of optl'o 
otions in the monlha of Aufllll~ and S..plember, and rubber. Plan Ia 
in the L•~ler indu•try aro ltiyiJl& off large numbers of ,..orlt•rs at tbe 
pment t.me. 

Tbe JDAle;t. imponaut. rouon tor \hoe ta.r-oer. appean, c.o be Lae.k ol me.\all a.Dd 
Metal prod uclA. About. 2.50 ollhe firm• vl:slted lndJeated tb&.t. tbe)' had Ll.ld otr 
wwlcm due to 1ueh •hortaett. aad 349 &ro.a. whieb u.Ddoubtodly Included tn.&Rl 
ol the pllun.a In which lay.ofTe had a1readJ' oeeuJTed, tndieated t.bat tber anile • 
pat.ed liLyln• o4 workert becan110 of thC'lto ma&.c.rlall. Ken In lmportanee amona 
~e ftMOilll for ibe.e lay-off• WC'lro t.be lUniLaUon orden T"e*t.riet.ln.g produe&Jon In 
.eve:ra1 lndUil"lee which con•ume vlt41.1 mat.e.rl•lt and ae:rvlces oeoded by de!co.eo 
ma~:~ufaet.urert. ThtM ordert, of oourwo, arilc ou&. of lobe la.clt: ol metal.l. Up t.o 
\bo pt'fllen\. t.hno, limitation omen hAve brtlen iuuod re.t.rictltll t.he outP'It of 
au1.omob-11ew, wunfng and lronlns equipment,. allk soock. rdrigerat.Ort, meW ru,.. 
niturt, and variou. oopper produce... Ddcient wppliet of Wmicall and luk of 
otrt&in ter:t-lle yt.nll and Joodt rank ne:rL lo lmport&ooe .. rtMOnt for eurta.IJfM!nt 
of tmployment, wh..b ~laytd deUvtT)' of equipmeau.nd mt.ehine:r1 ~t. frequtolly 
ei...S.• 

Tbe geographical and indutt.rial coverage given in this ou .... ey wu 
as follows: 

Tbe are& whlf:b appean co be hatdta bh br u.e.e ~ il the OrMt. L&k• 
ood Ololo v.u.,. -., ponkulott¥<M s ..... <11 Oblo, Mlcblpa, Uli- IDdloaa. 
ood W'......... • ...... ..p.. ............ w.~ .... ,. ...., .. poodudq ...... ol· 
!t<ned bf Umhatioa orden or wb.ic.b '*" viW deleue maw-.riaJe.. Ia MiltbipA U. 
iDdufbiis afttc:\ed IIIOIU aN \he au\oOQIIOb[Je. _pran... and ~riel JochttttMI; 
lo l.ocbana &Dd Oblo, aut.omobOee.. deelrie ;;/~rs,. ~ lu..ctry equlpo. 
IIWII.\, and otbr.r houahokl appUa.ooe~• 1ft lUiDOit. • to¥U aDd Jw&U.q equ.i~\ 
and e-lfoctric-al mub.lnt.r.r lniiUdtnc raCuo., tftricerat.ors, aod _patU; ud io W.._ 
COe~~ID. aluminum coocte, 'rubbtr pod~. and bot5try. [o tbe Sou1h. ~:rUle fl~ 
ma.aura.ew~,. of t\OYiliiJ and omall ntoeW contutoer~ are reponed t.o be l'\7tn1 
fl« worke,.. ~UM of t.he taek oC oeruJn ot&W:rialt. lo New En&)and, a wide 
'fllriet.y or lnduat"-• moet. of wble.b •re am.ll ecale, are report.od \0 be layi.n1 
ocr workerw; throu1bout tho At!a. hardware and brtal limullbat ate DO\ produ• 

110mab ~no. P&. 22, 1). NOt. 
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loa.,_-.......... olf '"'.U..; "'--... 107...,-.... , .......... wlliJ>I'Obobb' .. ru~~ ... plo,.....l; lo ~ r.laod, olio -.lad...., .. 
11M--hll; .. ~~--..... -....,other ..... l.bo IUIIfo l6d s. '-7iq 0111 wort.,. diM to *lack of .J&ftl&. Uo-St.aw New Yort • r..u~ 
iDlpr.tl. 01 priortUM Ill lM automobile aDd IDdal fumitu,. indUft.rillt.. w Ia 0.. 
lndu.uill u.roc_ Clt:fUla cbem~. w eb .. t.b. \U1.Dt ud clove IDd~~A~tee. Ia 
Penn•11vula, ihe mott. ee:rio1a labor ~l&«me:nt bu oocurred In \ht .Uk ln.due­
tl'}'. Around \.bt mtuopoUl&A arua of ~ew York Cit.y, t.be oo'*-rutlloft lnd~try 
alfect.ed b7 the ordH Umh.ln1 re.ldential hou.afflc, hAl c:rea~ a dllplaoetneQl 
t i\.1.!-Atlon. Moreover aka pel"'Innel are be:lng Wd ofY bocau-. of lht l.a.ck or 
merchandiM of eere.aln &)'-pel! .uch u au~ and don'lettlc &PJ)Ilanctr~, In lht 
Central St.atet, curtailm4!ni o'i employment. a.n the WNbJng-machlne lnd1.,lry and 
plumblnJ lbtuN!t hu been felt ln Iowa; In Mh:wteota, et.ov(!l, fa_nn machlrtery 
and otlte.r metal producu· In Kan1H t.rtd Mleeouri, fabrlcat.td et ~~el prod11cte an~ 
bouecbo\d &I)J)Ua.noel. 1'te Pacific oout. is ~enclng very lluto labor dlaplar• 
ment. ~ rttuh of m.llterlal ahortAges. What lay-o.fJ• t.hat have ooe:urred have 
been m• In •mall automobile JMembly plant.s, foundrlte, and mec.al-produdnc 
plan~ In Cal.ltomta, a.nd furniture factoriee lo Wa..blngt.oo.•• 

ln Addition kl eolleeting and anal.Y'!ing dat.a from individual planll 
reporting "priority disemployment.," the Bureau of Empl~mf'n\1 &. 
curity bad made 123 oommunity survey& of disiOC".atlon. TheM were 
mode in conjunction wilh lhe procedure adopl.od by tho om ... or 
Production ManiiJlemtnt, ol certilying diatreued arua lor apecial 
ooMidtn~lion bJ tho proeu~mont branch .. ol the annod lo~. A 
lit&. of communiiW is gin:n below: 

Lill -J to•••AiiVI ..,,..,.,., 1• lobor tliql.ac.c,_,., i• eMU ai«<.J .. ..U.ca,. 
tJ/ ~ ..d liailtil;..,. onhz-1 •• of D«. $1, 1141} -

c~........ I'W!Ifltt4 ....... .. 
~ ............ Otl.an4 ........ .. o ..................... t: ... Win ....... .. 

Ko .............. . 
nu•o~J .............. i\uror• .......... . 
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l>ot11(1U ...... .... . 

do .... ....... . 
11«11• ........... .. 
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~.:~;.,;:::::: 
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=:~··~::::::· 
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II.Ct), 
~ .. -........ ,. ....... ...... . c_..... ____ _ 

n..c .. -·----··· 
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~····-··· ~~:::::: 

... ~ ............... ~{j~ 
s...-... tt::.uaa •• It::"'--............. c.n.,...... . ..... 

¥mc.-, ...... u,., CainllbtiCtuntJ' 
Wt lf;la.lt). 
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Of 123 communiti .. 1orvcyed by Dect~m~r I, 1941, 13 bad boon 
certified for &peeial tonside.ration byJrocumm~t branebes of the 
armed fo~;. two othe.rs we.re ~· fo.r cerdfieauon, and action 
" "'! peruling m 31 otbtr comm.urubeo whi~ rep,_J!tatives of the 
Uru.~ States Employm<n•S..n><:e bad apprau..d .. btmg in a eritical 
-o!:,~n. f "-' • f ·< _,c . OM o uuute.bona o ""e ee..-w.ueauon procedure, many com. 
munitiN in disu- .... re not ~g cortilied or ov•n btmg auneyed. 

Tbe oertlfioa.don pliiOt'Mure ot OfftC8 or ProdueUon Ma.n&~emont r. uetul but 
It h1.11 .erlout~limitaUOrlt. Thua far only 13 communftl~ havo been ~6ed for 
t peelaJ conajderaUon In the ••·ard of eont.raetl!l, a.od 1\o U. oi.N.r tl1at. n!llcl' in rnany o1 thCI10 oommunltJes h~ b~n lnadoquate. Tho proe«<ure e&n be appUed 0111 
wh~ro existing eontrads aro re.l6tlve11 ~all and where lhe plani8 a.ffeekd t:a~ 
~lly be OOD\'erted to war produohon. Auto etllktl like Dttroit. and FUnt. 
whkh are extremely hard bit, are not tif«:£ble betaUM \hey a.lruct1 ba n ~ 
contrac:U.. Wbat is ne«W in tuc.h ~is tiOCDet.hloc to ltoep tbe workl.cc roroe 
&.ocether UJ'Itfl the a.u&o pla.rl&..,.. rdookd. 

la o~ a:reu. •~b M lbe .Uit·&.b:rowift« area ot 8en.zt....,Wu:t-..o...n.. or 
&oWOI wlwre rubber wwi:trf proc.fomlnate. or \be lm&ll ant bc.iery etak'Q o1 
NOI"lh C&rollrta. eertikatlon bN not beat applled ~by ud larJe tho plan .. 
.,.. not oonvertible. Whllt Ia needed tn u,.,.. a.rtM ill new plant.J. new ~lne 
\0011 to reeqoJp ex:IIUo1 plaoLt or eome procedure for movlns worken to tbe 
a.etlve a.rea.e.• • 

Tho community Aurveys under discussion woro mado prior w the 
declnraLion of war. Severo curtniJmcut of many types of ac;th•ity 
1uch as mbber proc:esaing, was nor. foreseen at. tbat. time. A studY 
of tmployme~t in ru,bba.r manufacture wbieb covered virtually all 
employmen~ m tba~ 10duatry showed \hat tho 370 plant& ,.. • .., dis­
tributed among 213 eommunitin. Tho diatribution ol lh ... plant& 
and their employment by Stat• AS or Auguat 1941, prior to ~nt 
curtailmenta, ,.,... u followa: 

PoUmiol di~ioru i" t:Mpl.ovltlnU dtt• to .t4lp'POf• tf rv.tr.btr d..,M<e:AU o• •htv• 
bv "'",lq'"~' (n rwbkr mcuui,(Cidvr« in At~IWII 194 • 

.... .... 
NUill• N-1111• .. ,.. ~·um- sum- .... ,. ..... ..... ..... IIM'Ilt, ..... """ .... .. ..... ...... ..... A=r ...... . ... ·-· "" T_ .. .,,__ ... 

~· 
....,. 

s....-..__~ ' ' ... x..-~::::::::~ ' ' • ~:::::::::::: t t , .. 
~:: =~·::::::·:::~ • " .. ... • • .... " ' ... •............ ' ' .... X.nllo..MM • . .. ' ' .. ............ " .. -.ns Olllll ••••••••••••• "' .. .... 

~J:iim~;m!:!: 
' ' .. 0..00 ........•.. :: ::: ' ' .. 
' ' •• t'flUUJ'I" ... • ••••••• " " l,UC 

" I 'IJI Rhootlt bluCI , •• .. I . ... .. " . ... Scru1b CaroltNI ' " I ' ... TtiUIC!UN ....... :; :. ... ' ' . ... 
I I .. T-...... ' • " r·· ·············· • • l,lr. V-:rmont .. .. ' I ... 

~.,!..~~:::::::::: .. .. .... Vlrflnit.,,, .. .... ' ' "' .. • . ... w-.~. ' ' .. 
f:l~.:::::::::::::: • t "' w-.ra .... .. ' .., 

' • "' 
t l)oM ~.,...._M........_........_.,...I.Lo..M ........ pc..!1.p.,_ 

Rttmploymeni proopec:ta wmo poor in moN> than half of the ;,. 
portani ereu. 

Ttl<-e dae:. f'e\'M.I A OOn(lflnlrAUon or fit'l1l8 in the fo llowlns StaiN: Conn«tiwt. 
M NMt.buaett., New Jeney, OMo, MJ(!hlgat,, a.nd l ndlA11a, with tbe greate~o~ 

tt• l 161t1Dtlt\ tubmiUecl b')' W, P. A,. Orn.t.bl hfwiDCIJ. pL 12. p....,... 

, @ 

I ({j 

S3 

DA8'1'1N08 AND 0WAtrA1 NJ!BR, 

At llutingo, Nebr.,. witn...,.. dN<ribed lbe plight of thu tom· 
munity and Otbl'l1l whieb bad bttn unable to seeure war eon.,.eta. 
The story of Hutingll bas h<tn one of alow economic dekrioration 
during the Ul30'o, due lo drntljlh~ and dep.-ion. Th-1- ,..,.. 
aggra,·ated when priorities came in to alfeet. normal peecetime opera­
tions of tl1a toea) plant&, witl1 no offset. in war rontrac.ta.. To take 
advant•g• of the loeel labor supply ond tho le..,ge ,_,rvo of eloetrie 
power in t~ho Butings area, tho 1dea hiLS been put. forward that. a.ny 
mdustri11l oxp11.nsion io the field of industrial alcohol and pluties 
!l1ould favor l hio loeali~y. Thio would permi~ tho uoc of the area'o 
agricultural product& for ebemieal produetion vital to the war • frort. 

The aoeial dwoeation facing Hutingo was oummarized u follows 
by one witn•: 

Tbe C..Atluu.w. Mr. Sea.lOn, trflt 10U d.*'- fa poenJ. the died ol Lbt<ktmaa 
~ oa \.be Uut.in~ a.rea to dat.ef 

Mr. lia.u·<ut. I to&d Rep~taU,·e o.mcn a momeat. -co that it_.. to me 
t.M.' Ha.t.U~ Ia In tbe umo poe:it.ioo .. a mu who bad uletn ot \ht tton'laeb 
and JOt cul1ld of that, t hea &oi ca.naer .ad be cot cured of that, and t.bcm ha.d to 
ha,·e hit am1 Amput.at.ed and, .,·ben bo wu ft11al1,7 setU11a well, ,ot. run O\'er b7 
a tnl(!lt. 

Fiqt, we had no price~~ for our oroS)t:; then wo had our period of drou11M, and 
w.-e bad no OI'OJ,.; aod t.bcn t.ho ra.tofall umc b.e.k, and v.·e had a brlahtcr .,,. • 
a.1tur&l ple&urt: and It looked aa thouah wt were reaeblng ibe golden trail. And 
tbc-:o, all of a audden, the Go,·ernn:umt btp.n l&lin.s our youn1 men and yonac 
W'OlDf'lll into U1e etvll Rrrlee, and the m«banka toto t.be dffenee pla.nLI. And, of 
toc~rtt, the drah tiM l.Ueft liCIIMt ol our bo,.., too. Sow wt: an factd wltb p&aA·\ 
•• \-dow-.. b«au.e of prioritiM. 

;.. a ~ueooe we baTe auft'tred • lltrioca Jo. m popalaUon. .Ulna ft 
di!Beuh for • \0 ,..i labor in IDM.f--. and our maoul.ld.W"WS.,.. b6•ln.a &ll 
~~~~ dJI!Ieult. time in grttlnJ: maltriaJL 
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Wt ban loud lb&l t.o be &rue eTeD ID ow OWD. b. 'taU... W: M 
&o b&1't Htt.ala ~Meal~ aod obfm&eek, aod .... fowad lL &laDoil' ~ • "­
U... n.- O,:W~Liemeo have bad a..,.... deU IDON dle.t\.7 t.bu J &.o IlK 

Willl to. ot doe t.be:re ~ 14 eoooomlo dl:fma Uoa ~ bne. 
1<1 lbo 1ooo ol peoplo. Tbon 1o cliJficull7 "' bdioa ...... ,. lor l>ouaioo. 1ft;;!:: 
... .. bulldlAf - - <bore ........ ""'- lhaa .-. 1<1 ""'In u..m. Olir oooole .,.II•U.. lo ho,_ t.bor obolll4o"< bo w.":d­to betaUM tbtre Ate nO other bowee. ia.nd reol il 10 low t.baL IL il DO&. .. -.~161il._v~•• &o~M ~- wl 

Then. there Ll tM problem of eocl&l diaJocatJon. 1bt dele.ue 
&oro theM people out or thll territory and puL &be you~ men Ia ,~m hu 
wbleh we feel- perhl.pilt l:t 1mug of ue-don'L have the cultural and:;~:: 
adnn~ t.hat. we do have fn the ~Iiddle Wott. 

I\. i11n La very preUy picture, aod the IOft3cr il oonUouee t.ht worwe it. wtU "t\. 
&nd the IMII hOJ>O tbe.re will be of ruching a aau,ra.ot.ory 110lut.too. ._ 

Tht CNAIIIIVAH. Have any 1urveye been mado in oonnocUon wtth tho tltU&tlo 
b7 the cbambtr or conuntr(lef n 

Mr. 8u TOH. YM1.~ir. 
The Cta.AIIUriAH. what r. the natun of t.hOM eurveytf 
Mr. Su,o,., They have va.r-led. Some were on bow much labor.,. han bttt 

fn order w eeL ddenM manu/&et.uria,g either lor private ('(I&Oufae&uren or Ia ,. 
public •• ,. w. have con• Into .. ~-of popult.Uoo Yf!f'T \.boroupl_y, 'I"be 
awmora.adum frOm t-be eb&mber of C:OOl.llletCe hM eonae ft,guree oo t.h.a&. Wt hav>e 
cooe l.n&o •••T pb.t.M ot the problem &bat eeemed. \o us to be a .......,.. OM." 

Mr. Einocl, a loc.l maoura.:turv or rarm equipmeo~, dooeribed his 
eBor-. 10 gel deC.- worl:. 

Tbe ,_~ DUmber ol emplo,.._ on our pa7 roll ..au. au.:m.mer .., 40. We 
&tOW bne onlt 21 emplo1 ... ~ bave DOt cfilehatpd MJOG& Aeeordb:l:a c.o our 
~ we have Jo.l men. for the fo{k)wf.aa I'HaOQI: Two eecu.Nd dYlf.et.n.b Joboi I ... , 1<1 tile Omaha bomber plao<; 4 ,..., 1<1 oolloa; 7 ,_ o<bw 1ooa1 
emp~OJIIIft\. Bect.u. of the abo~ ol material they (ee.rtd .,. would lal« 
lay them ol'l'. Two_..,.. caUed Into lbe A.rmy; 1 joloed tb. Nav1; 1 wont. to a 
CaHfornla deleNt plao\., and 1 ol wbom we hAve no record. 

Becau• of tho eeaeonable nature of our produeu and booaUM ol our detlrt t.o 
" rvo tn tho defeneo program, • e have put forth a great. deal of etfort. In t.rrr.n1 
to eoc-ure detente wor\ for our plant. We believe it. II u.fe &.o aay .,. have 1peat. 
over $&00 In tJmo a.nd money trying t.o eecure defenee oont.raci.t t.o lnturt our 
ernplo.veo~ Jot.. Our etrort.e t.o date have been uneuOCUIIIful We have ten& rep­
rt~~~CntatlvM to t.he defen!NI contra! qmcc In Omaha, on nurnerout ooouiOilll and 
had two men awmd tho defCniiCI c:Unic held ln KAnau Clt.y, Mo., on November 7 
and 8. We have I>Nn unable t.o loca.t.e anyttuug. We have tubmfttod numeroue 
blda on deteniMI work but have not been eucoeeaful t.o date. Uoeauee ot turt.bcr 
lhrta.t.e1*' •hortaiM ot material out or whleh we eao cont.lnue to make our eta.nd~ 
ard Unt or tann equipment. w. are faced wit.h &be problem of ma.lnta.folaa em, .. 
oloyme11l or pr.ent employtt~t. We b&ve autrertd eerioual1 beoaueo or Ql.tD 
IMvln1 our employ for t..bete ruao.ru.n• 

Mr. EIHUL'I l<!ltimOilJ' illustrated bow t.ho procedureo or tho war 
oroour•ment ageneieo failed 10 allow ror p&rLicipaliion by emall manu· tacwren. 

Tbt CllAiatu,Jt. Mr. Efr:del. bow larp is 7ou:t pla.ntl' Bow ma..A1 people do ,.,. ....... ,, 
Mr. £1:~et11.. Tbt beflbt. ol our em·p\o.,meo\ UU.. aa.mmer .,., 0&1.7 40-. 

We h&v. 20 mu lo our emplor oow. 
Tbe c ............ Yov wi&:ited &he J'OCeDI. eW:Uo bU1 ta Ka.a.Mt City br Uat 

0 . P . .M., did f<MI nod 
Mr. ButuLo. I didn't &!.Lend perwoft&llr, but. J bad two repte~~ent..atfvtl ~ 
Tbe C••••• ••· I Lh.Jnk lbe ooounit&.ee woWd be vuy au&ovt &o h&v. .JOUr 

IU(!tJo.a to Lh'- 1\a.niM Ch.J clinic. u &o ita benefl~ a.nd ~blr ..., cri\Je:Um 
rou m.iaht. h•vo to make. 

Mr. £ ucu1... Our rt:preaent&tlvet •"t:re unfortunate fn oo\. btl"' &.bkl to lind 
what. we '-''l".rct look Ins for, or wbar. we h&d hoped to l'lnd. Our ~MD were unfor­
tunate In flndh'- anyt.hln• tha t.. would 6t int.o our prosratn here. On dlC few 
lt.emt that. dkl look JX*Ible, "'~ have entered bid• and wo bopo t..hat> there ..CU 
be .c>nlfl ut.IIIIU!tory retult.l. J!u' we ba\·c boeouie quito dl100uragod. boCauJO 
.,;,.~ :r~i~:U=r.t•uuo~t Tribune, a.n4 pf'lllldtllt. u-.u.,. o~~amw oc eo..-rt~t. UanlnP 

... ~l}IICJ .... DIIo p~, 21
0 

p, IW. ' 

, ca 

, co 

.... baft bid .. . C*;......,. ....... 00 tt.ea. that ... eould ..u. "' ..,.,.. 
~ ::"~.,... ~tbt •;:.::::: ~ ~ !~~ ra&eaoo \M r.w 
.,_ C.Al&IUW· Dole t.t. frefPt. ra~ oa the produet ~ua.ban~~~~aa-.t .. 

w:md it operate --.I !WI. rou. or c1o 10U mate ,aur pri(IOI; r. 0• b.f 
Mr. £ucua.. TIM bkS& I b&~ terereDCe t.o hA\'e beta r. o. b. detUA&Uoa pot a\. 

For o;ample, 001 I &em t.b&t. wt bid OD it a ))art ot a tent kJp wbScb " me.c1e ot 
~beet. metAL The CoW bkl prlot wu I1.2G and, of th&l, 17 Ge:DC.. wM ft:w fNlab&, 
•bkb COUtt.l&u* a l&rp ~ ol the prioe per pieoe ot mereh&ndlte 8acl £.a..t 
tbc bklt ran frorn 00 oonu to oo~erably lbo\'e our bid. But t.bt factl .. ,bM 
l)b.niA farther Eut, ~r to Lhe 1Upply or raw rnateriala a.od alto t.o u,. market. 
for tbO 6nlebed produc.t.-whleh It a ti1a faet.or to 8eturin& that butlneet-bld Lbe 
edJtt OD 1.1a. 

Tbe C uAtR.MAH. Do you tJ"d &.bat they a.Uow you e.nougb U.mo to 1ubtnlt a bkl 
al&.er 'be notfoet come out, or have you had torne dlffic:ultyf 

Mr. t:llrft •'-· That I• one or our II'Utet\ldlffteuiUee:and one of tbe ~tat. fault. 
we M ,.e t.o 6 "d. N a t.urally, a tmall oornpa.ny II h&Dd.tupped In no& ba vloc a tarp 
petiODDt!l of e.l'l&ll'leetl and oLt1er poop It whO ml&bt ""i.mt.te eo.~ eueu1. And 
oa. t.oP or that.., one of our bl1 worritell • be&ber material would be a v&ll&WI for 
the job. h bl very hard to "''" to fumlab u Item by a dMis:nated elate •••·a 
~ it. hat a priol'lty taLI~t&lly .Cttr you have bad 101M ~nee 
wi\li priori~od pn\b .. oo IU.Idnc Wt ddivuy. 

Tbt C••nuu.!f. la other wCII"da. a elrwlar comee OQ\ aad it hM • deadline tor 
rtetipL o1 JOlolr bid, and yov do DOl have aulldent &ime t.o .. wtA&t 1011 e&a 10 
out io tbe mark.t.. aod boy l.bt raw mac.ertal for aad mate lUte JCMl&N ptt..I.QII'­»r, £Ui'.811l.. Tbal il Lr\M, 

'T'be C~UIUUJt. AbcKIL bow mtac:h l1mt do Lbe7 &ive 1011 OD -. of U.. 
hemal' 

Mr. Eucu&.. ~t!:,~-- .... have ft!ltlelved 'be~ fi'OID t.be DeleMe c-. 
\r&d Senioe in wMeb hu beea ''frl kind itt ~ ut lD t"'-7 way 
tber can OUL bert, a.nd from ot.hCW" IOUIUII, J woctld • 1 7 to 10 ciafl.,.. .uow.d 
u a& t.be out.Mck. aod m&nJ Umea tho period ia evcm aborter. It bat P*ibly 
lcn.(t.benecl a UtUe now. Tbt tJme oo t.hNe ad'·erc..leemeoc.. tor bidt • JX*ilbfr a.m . .. ..-.,.tno. 

The CutR.MAlt. \Vb&t. OLM!r obttac:kl& are .tandinc in the -.ray ot tbe 1malltr 
planta in lbe (nt.er~r of tho eountry In their e«orta w get tbll bw.tu•f 

Mr. EtNU&.. ln our pa.rUcuiAr Uno or bUiillOif, eviaent1y a largo nun1ber of 
plalltl are eapable of dol.na •lmlll.r Una~ ol work, and obvtoualr tbe purtbNina 
ag:cnt.e t.ro anatou• to tOCuro t..har. produet u elote u tbey can t.o tbetr requlro­
ment.e. f.Mde.n lly (L Lt eulv to kuep chock on and .cwro delivtrloOt prc.un_pt)J 
from t.he lAr((tr tt'loll.nulacturett. AM J •ee h., t.he purthaalng agent ror the Oov• 
•ruocnt it no dJtrf!nlnll from any other purc.hNiii.C agen,. He automatically tJ0C!1 
to the la.r1-er concerN, o.xpect.lnc prampter 1erviee and poeeibly a be.U.er product., 
due t.o lbeir lAI'IJene.-whleb r dOn'r. boUovt be al ••aya gett. 

Tbe C tLUtM'AN. Do tou thlnlc: the OovernlDIIIt hAa l(lnt aa far .u l~ 1b0Ukl In 
brulc:ln& down J)I'Oduettont l bel£ove the Englillh eall it lbe "vplodlnK' mel.bod. 
For tumple~ t..fler. a.nt few c:ompa.n5et tn t.be Uniud SU.UII that can Sake • oon-­
trkl for a \Ank; bu\ U It It broken down ud epnlfod OQ tbe: t.able1 Uat:re .,. 
lbouaandl ot pia.at.t \hat e&n malte va.rloue p&rta of &hat.. Lank, aod it 11 not 1utb 
a di!ieult tbln1 &fttr all, beeaUM if tbey need aid io prod:ltdtll a Cllrialo attJclldlo 
that 1011 lnt.o a tank, and tbecr too• bow m&nJ ~&.bey are pill& to bu .• 
tbr7 l:ao CODttad tcw that p&n:leular pan. Do JOU thbtt tbq b.a•• poe .. fa;r 
.. . •her eaA In that lint, 

)l.r. &uru&.. No; 1 doo't, Mr Curt..it, ADd 1 eu add • ooc.e ol my ow&. h 
...._ Lo me t.hat. if t.bt Ollld for .peed k aa ~ £D this anurDtDt procram .. i& 
iedie&ted, U. methodt ot trylna to buy till aw.triaJ are maybt &be ~~ 
haDdicap ia ld-tin8 tbt Job clooM. eo ra.r .. tho tmaD ~·& is ooaett IM!d. "­.an plu&s hne ben uked to aaaJyae bilk from the NaV)' or t.be Army, aad to 
bt tare that. the1 can oompty with &ll t.bt cltt..aDa. the time a.Uou.ed hal Mt. ben 
a.fScieot. for t~m to ftaure OOIU.. Thertlo,. t.b.il is tM thought.. thaL bu oowtNd 
t.o mo: 1t emall piAIIte have a place to tblt pktu:~ it would teem thaL purc:b.l.ttrw 
mutt adapt lhtDWM".IvM \0 t.be 1ma.Jltr lndua:try•• mMhodl of dolnp; buli~M~~L AD 
f'lllineer , wt.ll e.nouah aequalnt.ed wlt.h m)' pJa.n,, t.hroo&b \be Defense ConttaCIL 
&:rY'oe ln Omaha to be ~aeonably aure &.bat.. we could produce a si'·tt~l~rn. abould 
be out IM!re •nd ehould so over t.he plan~. wJth oor engine(':r or plarit auperint.tndentl. l! IPCtd lt tbe element detlred a.nd re.uonabJen~ ln productive eapaelty "eon· 
•idetro, the deft oN ~enelf!l ousht.. to be able W> tum oTdert over to •m•JIIndu.t.riot 
by thAt mct.bod. For tmall fndu1t.ry, ' the proec.n\. melhod l8 t.lle lone wa)' •rotmd • 

1'be CnAtii.Wo\l'f, 1 t.hlnk you have bit. upon Lhc problem. It I~ your obltT""" 
l$oa that tbe Government.. dotl not have enou$h produet.lon engtneor1 Lo roUow 
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::''!.~the~,..-.- ... ~ llod ... _,.lo ripl ...... l.bt 
lb. :&Ura~o. baY't oal1 bela lwo ..,... ta OC&r 'Piaoe 10 .,.__........., __ 

.U.O. the. I:Jeclulac ol t.be dele~~~• pf'O(r'I.ID. Wr. Walbr.-;, ~ - ... ~ 
aoct r beUe.,. • 1Mul4lfta.nt. hom \he Oruba brucb o1 t.~ &. Louil ~ Depa.rt.meat., ... t.bt other. We ha" t.rt.cl to u.t. our.ehe. wltb •a.rt dei a.nd hue .ou&h~ to ooopen.&.e and MOure lOme or thlt bu•ln out ~ ...,, that. w~ ba.,. known bow. POIII!IIbly we have not known how ::0 fn ev7 

The Ca.u .... .-.w. You have a eontraet. for lOme mal.ei&l now haven'&. enouf • Mr. £1Hut.. No, air; we bave none lo the dtrenee prosram.~» ' you 
Mr. L. B. Olant.a, fry>m t.he neig~boriog communil.r o( Mindeo 

Nebr., was another typiCAl small bUJ.tneuma.n wbo dt~~pite ttre.Du . t 
pMIODA1 elf on., had (ailed t.o obl&in war contneC.:. oua 

Tbe C.U.U..Uw. ~ S. 7our buli.DeM. )fr. Gl&Dta? 
Mr. Ou.na. I Ol)fft.&.e a ~-flWIUfacturiDI pl&at.. 
The CKM&K._I'f, What. lrlnd or looll do 10u ma.ouf&e:turet 
1\l.r. GLAHn. We rruumract.u.re mo~,..tnalnt.6oanoe toola. 
The CHAIIlMAH. Do rou ecll theec tool• dlroct. Or tbrousb Jobbtrt and ,;_taU ·r Jlr. Gw.~n. We Ml tOme kl manurac&urerw aod the balAoce La wboleealers..ar~ Tbe CH.u•.w-.urf. Wbat tools &re rour prtoolpall't:msf 
Mr. ,C&.A.~. We cu.o!,da.cwte nriouf type. ol _p&,t.cuwiq aompre.o"­will•• l.il\68-, W'f'eDCh-.. a.od lfOUDd ea.-PI' &od .,.. Uve tDMulacw.red a fr. pnleft .,.Is. 
The c........... ~Do a.re .ome ol rour prfndpe.l eua.\Oment 
)fr. Gu.n-L Our ~t. outJet.e a.re t.be WMtera Auto Supply. Montc:oiDeJ')' Ward, and lbe Soap ToOt Co. We have probably 12 or 15 am.at~ ..-~ou. Tho CJU.lftliA.!f. Over whAt terrhorr ..,.. t.heeo too._ ahippodf 
Mr. O~o.urn. Wt COYer t.bo entire United States and P&rl of Ca.nlttda aod before lho ,., . .., at&rU!<I we were get.tJns quite a Uule export bllllno.. ' 
Tbe Cw.JaJu H. Could you &lvo ~. oon:unluoe aa eatimat.o o1 t.be aum..ber ot toot. you Olako a rewf 
Mr. Gu...Yn. Just. ~ins. prot.bly 100,000 u:aJu. 
Tbe C..la.M•M. Mr. Olaata, wba&. U. bteCL \M llituaUoo ta rou:r toWQ tince 

l.he deftiopmea1. of t.bl d.ofeue Pf"'OJ'&GGf Wba l bu beea the local eire« up &o da.tef Wb.t.l. il lt. dol~ 10 J'OI,lf PGPWa\AoD a.od ,OW .uppl7 ot 8toltd worltenf Mr. Cu .. ~ Deleo• work e._wbe:te hat W ea out a t&fJt proportion of our rOUftl mea. l lhiok •bat is cbJefty becaUM •boy eao reoe:iv& better pa7 ebc•·be,.. 
n lact., we have tternt1y beo&uo employh\fC men 60 w 60 yeatt~ ot ago, 'tho C RAtllM.AW. II avo maoy people movod a•ayf 

Mr. GL.ANT&. Y~!!t. I e&ll awo Bfuroa on tho elt.y, bued on t..ho number o1 r•ldont. meter u~~tr• ol cho nmnicipa waltr and lltchl plant.. lo 1039 "" tu.d 418 re.idenr. usen~; in 1940 wo had .S22, aod lo I tel we have .f."-
The Cnau.AK. Tbl, mor11~ 110me Hanln,c:t t~U~AufaeturetS wet"e beard. Tbt7 noc. only toW ollhe«r ~in manuf&e~.U:ria&. buL o8'ertd eomo d utioll 

(ot lbe haac:l1iu. of dtftmt orden, &ad I am. IUNJOQ baYe a OODtltbeiltiGa 10 make alto. Do 70U 6...-. AA7 del ease wod ia 70t1r_:_pl.ut ar.t-his tit.QtT Ao:J eontradotl' Mr. Gu:tn. X01. a t the pre.eat tima. We have bad M'Yel'&1 froftl tbo Arm.r oa our owa i~ bu' nonooaa oew produet., 
Tho CnA11tMAJt. I wbh you would teU thhi committee abo-.t. al)y e«ort you mali 

havo mado to &i.':L dt~fonn work, and tho dUOouhl(l8 you ba''O run l11t.o, a:f" 191lA J manufacturer. I think we should havo U. In tho record. Oo ~ok to your Bm ttrort. and proeecd &tyou like. 
Mr. Ci.A~TL I am .trakll! we had W 10 bMk to t.ha;., we wouldn't. bt throuflb thl:t .tumooo. h b alor~~•&.or7· TheN: were .everal ol ut who dec:ld«l that .. 

woukl t17 to ~·• tb.e a&aall m.a.aufact.urtfW and maehine-.s.bop owaen ill tbe eea•ral pan. ol N..._. and we had a lit.U. mMtift8 u Kearoet. a l whieb htJf a 
doaeo. ~ Pftllt:D'L We tbea aec. "' lO pc. a ll the!e mea tosfl-ller 10 1ry to 
Of)ttale as a unit.. W o 1Uti6e0ded a t. oDetlm411n s:e.ttittg 1.0ptber •~ Grand lllaod more than 100 •aU m.a.nuraeturera aod maebln.,..bop owue:rL Slnoe we dida't. 
l~avo any Juok iu I CUintt a con~«. a\ tbe lm ult."Gtiug then~ w11ro only 6 P"'*'"'· Tho n!Wif. had lcm. hlleN~t~t. 

I don·~ lhinlt ft. I• J)OIIIIIblo for a ••uaU manuf1cturtr to got. Jnto deleu~ wOJ"k­M a 1mall m.anufac:luro.r. r wt.s dowo to Kaaua Cily a few weeki HO• to aueiKI \he upo:_qt.ioo bekl down there, wbet"e a dM.pla.y w-.. -=~ up ror prime eontnetor» 
wbo bMI item~ to o«er. Some o1 lobe 1&..-.. lb.al we -.w out &ben ~ Yef1 .................. , ... ~ 
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lo!r, c .. ...._ h tboodd bo - lD tbo ......., ot Jollndoo, ........ 
0 

boolldl;: 
tb&l. eoeJd ~ a rail'• larp project aDd we have JlouefAC tacru a., 
haYe e~hl~ lbert \o tate~ ollbe added people •ho WOUJcl --~ 

00
, ~ 

• P!Oiee& • • • • IH:~ 

"Be CltAraw.u:. Mr. Olan'!t !i ma7 be la~nc to you &o bow &Jiat lbil 
momtoc t.M wh.,_ dt.ed w. time element ae one ol tbe lbll!lp that 
bJnderlnl_ lbfm. I would Uh to ha•e .rour Ide& 00 lhit PFOP~)t~Uoo fr ,.., 
Ftdtr&J Oovemme.nt. eould •Ptnd a Uttle more dme Ia .Plllnclhe ,m..jl m tA. 
fa.cture,. lt&ned by malcln.11 produetJon tngineett nalr.bhtlO Uiem with autbo-:t; 
lo eat.er ln&o neaoUat.td coot.ta.et.t-ln oc.ber wo:rdt, to acree on eomethlna: lb 
would I'll. the lndtvldual ftrrn-do you t.blai tbe 1maU pla.ntt oould come Into •: 
s reater _part In tht. deten.ct program? 

Mr. OLAHft. Yet: 1 think 10. My ooDtact. with the ftnalJ ma.nut.aturtna d 
maoblne~ •hop ownen~ thow that the1 waoted to get. In and help, Tbey felt. 01 ~, wu their duty to do tO. 1 think tbey wero mo~ conoenacd about &bat tba.o 
about. th_UI.ollar·•nd-oent. upeet.. 
~ ... (.~a •• u,, In tddfUon to thNe 15 or 20 triJ)II to Omab.a, ar1d your Lrf 

to Kan..,. City and Cb.lca~o. you have tpent. time bot.b durtaa: aod alter but!~ 
bouts 11.-udyln1 varkH~.t tpeel8catJonst 

Mr. o .... ,.,... I hav• become pn~tty weD familiar with thtm. 
Tbe CH•1•Nu. It .awe plan could be deviJed wherebJ eomeooe wfLh a.ulborftJ 

to ape&k and aet for tbe OoVtmmenL could P•• )'OU aumC:~t. time 14 dftoonttrat. 
what you tc>Uid do, aDd ~otiate a. ooatnet 14 tbat. end, that would bt tbt 
eotutkin for yov, .. a Amall ma.nulael.ufto:r, wouldn't ill' 

Mr. Or...urn. I tbfnJc I\ wou&d be a pee.L btlp. The ttouble .. tbat thle dtfm. 
_,wort 5I tO new to lht a~e tmall biali~ that it it 1'8l1J d.l&uJc nm to 

., lmd In a b'd. It woukl be a 1'81 bdp if ~h a ~ oouJd bt ~ \0 the 
amaH muufaccurw and mac:hioe abop OWDer.• 

One Elutinl(l mADuloelw'er who had secured a dtiMM contract 
which made partial uoe ol his lacilitieo observed thaL amall/lonto 
wera btin.J uked to perform exceptionally difficult work an wera 
being denoed tho typ<~ of contract which required Ieos preciaion. Tho 
mora CJ<acting jobe, !rom the atandpoint ol precision, could bttt be 
turned out by the larger finno holding prime contract&, be eont.endod, 
wberou omall buein.,.. ohould be favored with contr&clo with grnat.er 
IOieranoos. 

The CltAIIU.tAH. In your rnanufacturlng b r8neb of tht bullneat, wh"t. dete.,llt 
bu~inf!M ha,·e you been ablo to get? 

Mr. I.AtHIIOH. We were tucceedul l.n «eU.Ing a amall eontract tor the manu. 
faet\tre or j.SI8.000 37·tnlllhoeter ahe1Js. "\Ve have also r'll.Ado teveraJ l~mt wt1leb 
"·e bad made In former )'tats for the ltoe.k I sland Anenal, aucb .. ttut thop s:reue 
"un which, I brlleve, tM1 Ute lo tbe araenal itMif. Then thl1 year we have m6de 
2 modt"ll ot ~and oil &una whJcb t.te u:aed on the 7.S.mUIImet.er e&Doont and 
J~mUIImMt"r bowfcatn. 

The C HAIMMAN, On thla tontlut lha~ you have.. wu ft. oe«1111.tf to tetoolto 
&.DY gmt.t Hlfl1t1' 

Mr. l ..... t~IOH. Y8: h. wu n.._,., t.o bu_y a great many new I~ beaauee It r. 
vent e• Prftitloo wotlc. 

1"be C...t.taM.AN. AN t.hn'e &aJ deta.ila about the diftieultJt. that 70u mcouo-­
tt:red in l't'lh~' ddf'l*t bti8incw that rou would eare tO enumtr6~ or tbt.t. 7011 
feel the oommftLM ou•bt to lcoowt 

Mr. LAI"K.OJf. You mM.n dftta1)l oii!K01'ta~ oootraeu1' 
1'be CR.t.t .. ,.,. .• AnJ triliduna or ~ u tO s.be trMtment tbM tht 

Co'temnM"nt .. pw-fnc tbt manufaetllftt'l weh aa you:rwJIT 
Mr. L...tlf-'Oif. 1'b.i rnna.rb: wbkh Mr. Eineel mAde ~ld aleo bt •DOlled to 

our ftrm. We have fouod that In m&07 C"AJet S dayt wu all tha.t we ...a toP' 
in a bkl. Sinee we are tn Nebruka and away from the eentaw wheN we m-.t 
b4J7 ou:r auppUet, It ,. •ff1 oft.u dlfl5eult for us to obWn quotatk>ne from fact.oriel 
oa matt:rfall tbalo would bave to be tued In the bide. 

Aleo• the tpeefftc-atlont that come wltb the contraet. are In reality a who~ book. 
And by the time one tt.ltdl and ttudiN polll!llbly 15 OT 10 or 20 ot t.hCH enc.lotum 
that eome wltb a bfd1 and ._..tmiJatet &hem and tranelatea lhe.m Into terml ol hl1 
Own faetory'l Op4!fatl0 11t, of OOUrtt $ d&)'S ia 1'10\ adO(J\I&le. 

•u..u...,.,.,,.,., 114.11, Plh'lll+ot'lOJ. 
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lo """'1- ... poy lo-- v:z ., ...... ...,.. - .......... -to a cat7 or worbd lrilh IMAJ Lhoo·· - ol meo lD ooe oompu.J' ar. . for the exllfti«<ot aa.d l.henlfor. klave their old •urrovudiap, Ia M.llCMif t.hae men "have returned only to find tha t thclr job wftb u1 bM boen110~ea.r.d that. UlGrcS. noth£n& for thoco ln thll vJcinlty. &o 
We have t.~J)f!rler.oed .Omt dlfftculty In JeCurlna and holclinc: b.Jably tra· ed and 11peelalbed rN!n but tMI il beeauae of a •Y•ttmatlc atter:opt oa tbe .,.;: ol ou~t.ak f.e&oriet &o tab our b.t l&boren. W• are aure tbeit s. a lArai re.er. 

•oir ol eem.OU.kd a.bor whkb tt Jivea .ame W.trKUoa will make U.. bell kiDd ol !act.ory W'Ofk... Tbe aodiM OIIAbor fiOID Lbll territclr7 it boO& ot1l1 war~ a hatdabip 0. cu.au.faetv.rcn wboM belt. help S. oon.&anUy bein1 •l.ic:hed 1 other jobl but 5t Ukewiee workll'lc a b.vdahip upon jobber. a.ad ~\t .!!, .,.. b!lniJ ~<belt cu.tomen.• 't-"-

Mr. J. W. Creighton, 'p"'"ident of Hu tinge College emphuited 
tho seriouon ... of the Lbroatened loao of tJWi CODlmtmlly'a younger age groupo. 
The~ rdv.nu: olle40 twtal a .nou. drop In Lbe ~tion o1 Nebra.!b. nrls ~ il e.peda.DJ ~rballa &.bit IW!CtloD. ) ftltt.d ot a oorm&l ~ 

there • an .cuaa1 loll. NC!bftlllka bas been rc!dlltrlet«< with lbe - ot one Congtel!!lllman, dt-JM!tlda.ble 4Widence that this St.-to h._. not ktopt up trdlh the aorma.l incrMH ot the eouttlry ·~ large. The population ot Adam• Coun\v hat decreased to the etc.ent. that revl,lon dowttw&rd or .. lari('.s or county oiilclat. baa botm rnandat.ory. 
The YMr te.l hAt seen the end ot &he d:rouah~ _period and tbe f8.1 ~ni.n.a tor this lmt:ral arta ot Lhe dl'ectlve lnft~nce of the trt-eouaty pro}ftt~-two evau thAt aboald maU!rlaJ!r.have man.kW!d tbepoputadon umc1 trom ... ou~ to a~· bwls. . But uutltftlllt to ha,·e talkd e.o oeenr. lone.d, 1tiD mo"" cl. our Pf!Ople are Ia. vws. 
ln a tf!ntt! the latU!r oonditlon ill•·onsc than tltc fomttr, In the drou1ht yca~ many wt10 er~ .,.~re t.he naturtl tallurf!lt. They lr.tt. beeau~e they co11JtJ not euocced on thtt r~~~orrow marrln or e:dttenee obt.t.lnlng. Those teavlnt~ rto•· are the more &uperior Individuate, tll(l8e whoee nAl\tral and aequlred abllhlftlare rda­tlvely {P"eat. Wo are kllliq many ftne vourt.l men and w-omen rrom our r....., our 1&o~1 our •c.bools, and our hoMft. The men AN atti"'W:t.ed b7 the hl• h ·~ ol the ot~eo.e pi&Ju.t and tbe younc women. by the ..w;e. In omc. ot detfl:ft8fl: pl&bu and Govtm~Hat. *8ftldet. 

To au))I)Ot1. theM atatemenw, tel. me. rrpot'l that or 107 gradut.te. o1 n~np CoUC«"e "durinl the period of 1036-fO, 125 have mo,•ed (f'Om NebrA!Ib.. Of the 82~ e-tuden~A who did not ret.ul'n tor graduatlotl d•lrfn~ the &.year period, as)J)roJtmtately .124 h.a.vo ltll t.hc Slat.o. 0 1 t.he graduAte. of h~gh Jlehooll tugt~Jt~ M 1)081tible ~htdtllk for flutlop College In the a\uruner of 19 11, .163 are ~~rted to bav_e Le!ft the StAte before the opeoniag ol eoll~e. $l lOin& &o lhe one Sutt ot Calirornta. 
Ills ~Yioua lhat. the bul£n-. and IOCiaJ Ule ol th• area wUI euffet' evto IDOR t~. lb.M later -JcratJon. than from tbe depArture ol tbe ~Wkl ol the Uurt... Tbn-e ill ~nd for l.be (Nr that. tbilt at'la II to be dtlaulttd Into a.n okt-tolk111 bom~, th• Unitory that ~ly ahould he a youn11 man'• eounlry. There ls oppor1urtfr.y hero for ambftiou. Vf>'lll8 people, NpeeiaUy wltl1 the de­velopment. or J!Ower a11d i.ttl~atlon. h 13 d.cairabfo that the unnar.ural pull a""·ay be ove:reo111e to that thl1 tetuon mil$ have the nonnal development o1 prot!J>eril}' lc>«kAIIy followfnc inigation and power development.. 

There It da.n~r tbat t~ tffeeu will be more or tt. permuent.. 'fbe. Mple­t:ioa ol the youns m&.n))Cnr«r ie a.&.-.,.. .nou.. wbetber lhroup wu, pe~IJIM«y or pr'OOOWiftd ml(traUon. Furthtt, while the t.mdt:ney ol ...,...,. to follow' 
M»n~ b• eot been uft!la!V't', \beN II a trtrons probabllltr that mur famillet •iD later be at.tract.c!d an.y from tbll!l artoa.• 

Ono of the J)ro~so.ls at. Hawtin~ "..-M Lhc Jocat.ion of,. dofc~nse plttnt 
wh ich would utilize l oc,~ l lnbor supply IHHI Jocal r('8(}Urcc_'f, Mr. 
GeoJJ;e E. Johnson, genel'lll manager, Cc.ntrnl Nebraska pubhc powt•r 
and migatioo tlislrict, testified that. there was " considerable volumr o! exce~~: gtntrating eapac.ity •'•ailablt for purpoees of nr produe.cion. 

: :_ ....... _ ....... a.,..az;...r.a. 
•• pt. ll, p. lnl. 
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42 NA1'f0NAL DIP'CWIS& MIGRAT10N 

ot the Sl:at.e t.o wblch tbe del1Yef'1 ol powu for the purpoee o1 del.._ aetf'ltU. would be rDOit'e eto. ~miell Mel ..adect LbM tc. would be &o otbet ~t Wr. JotrnOW. Y .. ; IL It mort etooomkl&l to deUT1"r to the teeUoe i the North Piau .. aud RepubUou Rivet~. _,lto, the kHiatJon ot dde: b ~~· will depe.nd eon&Jderably on where they •aro located. To an 1:" ul(ju.tlr7 Columbu11and Lcudn.fllOn wt; can tcooomfcally deliver &be amotu1{ eP po~ebe'.::d without the con~~truedon of addhJonaJ traA~mM.ion llnoa, We coakl DOt'J.u that po'tHr east ol Col:u:mbut. .,., Ia our ,...up W't t&W 1:aa.-. OM a.rp ttan~m'-lon liM to bWJd. and tbat 11 .__ ooMtruet.«< b7 the Loup dislrle\ aod oul'ftlvee. We have the mone 1 , · to~ " 'CI are oontemJ,Iatfn« tonttruc.llon. We don't. know Whether wo wlfr ~ ~~.!''~ get. tbe ma-tcriate a~ this t.tme. · o The CHAlllMAH. I have atudied your tlaure.. but not be:i.Qa an tt\lfaeer a.od btlo1 aware lbat a numbtr ot peoplo • bo wlU tud tMI reeorcr aN not t:~ I ......,., you to make a f.-. oom~ Do you bow approx~Matel7 bow mu b power thlt Wahoo pl.ant will buy from youf c: Mr. JOHlf80~. About 7,000 kno~·atte, or about 0 000 horte-poVto•er The Cu~ouUfAH. What wfll tuch a plant u.eo 'hat Power fort ' Mr. JoMSSOH. Prlmarfly for •notonJ &nd llcMiftA. 
The CK~otaMAJt. h • not tbt t7pe ol plaet, .udlu ae alu_JDi:bum manQfaetu,.. itt~ Dlant. that "-tffl fumaeeet 
J-C,, JOifSS()JC, 1\o. 
The Cu~onu.t~oH. And you AAY that at tho present Ume you havo available a aurplu11 of po1\'tr or 100,000 kllo••atttf 
Mr. Jon~sOH. 1\IJo .... ·att~; not kUowat&.-houi'IL. Tba\ t. about 180000 ho-~~. 

I / .The c •• , ... ,. Caa you-'" ut aa Wuttration &o abo• what oould be done Wltb that mueh ~oq:rl' 
Mr. JOKSfiON. Tba1 depend8 on tht type of plAnt. An unusually large powdcr ptae\t t"kC!'I about 2$,000 hore4!t)Ower. Thu averAAo d<!fe.n• pl&nta that uiey are COMt.ruetl rt;K O\'e_r tho eoo:nuy at a eott. of $2$.0000000 or $30,000,000 are Ullnc Ctom ~000 to 7,000 bon•epc:n•·tr • 

. Tbt C•~ontu.l'l. In other wordt.7ou would hue ~OCMJ:&h PGW'f'l' at lhe prneat tame to take <"&te ol about. ftve Mtt:h pl.&ut.t." 
~·fr. Johnson doseribed how irrig&tion was tLilbilizing "gricultural a.cti"i t.y.- Witb proper planning, he aaid, Nebruka would be capable or rapad eeonomic development. along manufacturing u well u llgriwltural lin<S." 
Or. 1-oo l\1. Chriswnscn, ol the Univers.ity ol Nebraska, aubmittcd a prepnrod statement pro1>01dng t.ho.t. A smokeless powder plant be built, which in tho PQst.-war period could serve as a nucleus for a chemjcaJ induslry such M plastics production. 

'The Ideal df'f~Nif!llnduury I Of' Ne~ka M one that. a t. the end oil he Pm~ener ean bo aumed to the produodon of eoouaodltlM tor a peacetime economy. Bec:auto Ncbn~ekl\ h11a llul., In 1t1e \\'AY or mineral wtah.h, itt. Inevitable that. 11t1eb an In· <!uetry muat be t.!Ued upon the Ute ol farm erope, wbJeh our new lrrl.ratlon fadll­laet are makln~ more and more pttntlfuL Thua., au(!.b an lndu.Uy • cSoublJIIIIt!u.l auppl.rf-"1 MW rnarktu fOf' larm nos- u nil .. pro•ridln& oew ,_, rolll.. • . Thtft a.re many WA)'11 ol puuln« ttdt dellrable J)f'08ram IntO operatlon. The amplnntnt. and ltt-hnlttuee of rnod~m war are ~JrtAt.ly dependent upon obcmic:.al lndottr~~ and the new d~fcnte lndu1tries needed and l)ht.nned are IArJCely of thl• type. \.ill~mleal r,.ctoriN •ro 11!rrlArkably ne.lllble and n&Ay readily bt tra.Mtormed from OM OPfQ.Iion to anQt~r. Thua hill not C'lll)e('ially dllnoult to plan a ~a:a that wOI prrfonn a 1001t important .en-ice (« dd'eme and. at lhe IIAlM tame~, find n.dy a pplieation fn the ~•ar eeooomv. An txaznpk, may balound In the CMe ol the .naoufaot.ure or amokt• powder, and •ir1oe I here hn11 betn quite A lot. ot rcocnt. dllfe\wlou abouc. establlfhln8 •ueh a factor In NebrNka, It ill pertinent to eoculdt-r how it mllht be developed 10 pro­vkf,e an lmpona.nt pta«hme ulllJaadon that tw.a lut1ll&b permaneot f!mploymettt for mea both oa ranu aod In fac.toriea. :r'he IDAI\Ufact.ute ol amol~ powder l'l!qUfrel cdJulolf.. ethyl aJoohol. IMllf'urie a.ciid, nhrlo add. and a few othtr ,.,. mak rlala. or tl~. ethyl alcohol and oeUulollc ·~ derh•ablc from pretent or !)Otllllblo Nebraaka tano c.ropt. It tl~ 
• llMiilla '-100, pC, tl, pp. ..,.._.,.., • u.ar.e. iww'-P. p&. 11. pp. a:u~ 

l(ATIONAt. Dllf'llN811 J.UO:ft'A110N 
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From lhe above il is eleulhu Nebreoka baa on odequalo ,...._., ol 
Wllltillod and ....U.killod labor lor manning .tho Dew bomber pltnl • ((( 
and olh•r plOD• up&n~lOill. Some unponetAon ol akillod labor bu "-moo......,.. 

Mr. Coar1., WM there a aca.reit,: ol &killed wor-kmeclo thJt 8t41t.tf 
Mayor Dunn. Tbt.t. wu brou&hs. about. by t.be la.u &bat. we dJdo't. &et. a.ny 

iod1.11t.ry here. 11 .,. bad a Tef.r or 18 mon\ha or 2 rear. ICO, "' would bare reL&h:lfd our til: riled labor bore. 
Mr. Coa'ftl. The mon hi&bJT tk:Wed were the on01 who left. earb'·t Mayor Ovn.u. That Ia cori'6Ct.. 

• • • • • • 
Tho CHAUUIAH, I beJieve you IJ&Id t.bat.. great many ol your J>OOPio had ron• 

away f rom hctt t.o worlc In od1e.r defense lndu1t.ries. 
M&)'Or Uu,.t.n. A vo.ry larre nun:.be:r have gona to other p.lanu. Whctn tbe 

Mwtln bomber plant. •aa atartod, the compa.n,. bad d.tmoulty In setllnr •Jellied 
labor. About 7& peroent of the akJlled labor uiCKI In tbo eonetructUon ot t~ 
Mart.lo bombo.r pla.nt. ume from t.he out41cfo-.meo llkt eleet.rklant, eoa.tructJon lron workel'll, ll&dort. 

The CMAiaM.ut, That .... due to the faet. U..t tbe7 Wtre not avaJlt.br. bert? • 
While tho Omaha are& will be engaged in oonsidoroblo war produc­

tion, no provision hu yet been mad& (~r the p&rLicipat.ion or the bulk 
of amall pltn!L This poinL was empbasiud by both t.bo Governor 
ol Nebruko and tho mayor or Om4h&. 

Mr. Auot.D. Oovt:mor, wftb twolarpols:otepifltlla oewOma..aa.ud l..l.roola, 
do 7011 thl• t It would be beu:er it, lmieaa ol builkli~t~ one or two fl.S,OOO..OOO or 
S<0-.000 ab.U·bdl .. plan .... bomber planto, ... .,., .... do ... loto 6 .. 10 $1,000.000 plutt, 10 u to Nduee r:o~t 

Oo\'t'mOr O .. tWOt.D. lof_7 &tWWer to that it ••y._, but,"'" beyooct thAt. I 
wouad pmer toM work ctvu to pla.ntA: a.tre.dy in e~nce, btcaut~ tn mt.u7 ot 
our ama.Uer town1 there are amaU J)la.ntA: with 3"ood macldner7 a.od equipment. 

1 don't koow ju• b~ pracUcat aucll an etrort. would ~t but. I do know that all 
ovtr N~btuk.a are flnalltUe factoriel th&t. Al"' capabh!, wii.DOUl an7 new eontt.nao. 
tSon, ol turnS.hln1 ~mptoyment t.O a lot. o r peoplia a.nd or aJdlns the defenM ••otk, 
and I think It it mueb to be J)te(ened tb.&" t.he7 N'>OC!ive oontra.et.., .ra,bor than th.u oow J>t..nr. be oonnntet.od. 

You were o"t at Hutl~•· and you beard tbe uory out. there. 1)own In 
&atrlco, the Oempt~r Mill Manufacturing Co. •bl1~ atulr all over tho NaUon, I (/1 
down ~brousb our 8 t11Ut al'ld JIUnoie a nd Obio, and tbef!a.ro doing very Ut..lle alona \U 
dclcntt llntt. Right ht~re lo Omaha a.:re bundredf of tmall placet ttiat would bo 
well quaUfttd, whti ju.1t a few months, t.o aet f'Mdy to do eornet.bl03 eoNLructJve.l• 

• • • • • • • 
The CtrAiaM,ut, To your opinion, trill u:nel'l1plo7mt.DC. io nondeleoee fadllllrf• tu Oma.ba. bfteome a Mrioue problem! 
Mayor BuTr.&L I hawe alway.~ (eJt. and feel now t.bat we bawe lndutt'* kn11 

tht.t eoukf tab over a &ot o1 tbia Governmc.-.at work U the lar,;e eoattactl we~ 
tuble&. I tblnfr tbat '- trve Ia ewery pan ol t.be country. There '- too IDtlC-11 
awardi~ ol laf'le eontracw: whkb ahouJd be broken dowo and tublot In lt.r&tr 
dt"- wltb fnd~trite &haf. oouJd LAte over a Ia'- ol that work, Ju tw M our uo­
emploJm&Q\ r. eo~, In ~ l&at year or 18 monthe tbe cmJSed .rort:en 011 w. P. A. lltvoe beta vnllr redQOtd, A lood ~.1 ot them u,..aooe '-0 prin~.e 
pl&al.t OYV U1o1 COUQ\ty &od otbtn b:t'-0 prin~ lodusuy, .. 

A witn .. from tho ~lrol Nebruke ....,. indicalod lhel no• more 
lhon 60 oul ol approxima~yi,OOO planoa in tho SO&!A> wore •ng•Cfd in war work. 

Mr. SPAll: WAN'. What. S. happenJDJI to Ke&toe7 under the ~e0111 J)f'OIJ't.lllf 
M.r. T'HONAI, The clt.y_ll.etltf 
Mr. SPAI.lMAJ!f. And the aum>unding territory, 
Mr. THOMAJ, K~a.rney [t the CIOUnt.y ae&l or Buffalo Coun~y. I ~noot .. , .• 

you tbe exact. number of fac t.orlet and pl&lit.a: in d~ cit,y of Kearney, bul the num· 

• T""'l1a0"" t1 !fOil, Dt-n B. fluJ..'-r..L.Ihnw or Om.,_, Nebr., Oa:l&bl bewlnp, "'' n. PCh ""'urt. " 0NMM. ....,IQI'J, PI- tJ, l)p. 1:1-t. 
.. o ...... '-tlll., '"· ~ 11· 1171. 
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H&W'T'O!'f'·&:ELLOOO, IOWA 

This &rM oi>Oclafueo in manufacture of industrial laundry · menl, whioh hM been oeriou1ly rcatrictod by the curt.ailtncu~"'J>­
grams. . In &ptcmber 1941 when t be production curtailment p Pro­
was belnll fonnul_at~ •• Iurvey by tbe Labor Division of 0 n abo"'od that COOilderable unemployment already onsted in tbit • . 
mun1ty.. Of 10me 700 workua who we.re lo be laid oft' from ci~:; 
produeuoo, onl..r 200 were auurod reemplo7ment in defo01e wo k · that. ana.. r m 

Mr. John Connolly, Jr., repreoenting tho Unitod E loctriuol Rad' ~d M'!"bino_lyorke':" ~f A!norica, C. I. 0_., doacribod tbolow'level~0/ ~~dustnal acLivaty e.:c1stwg ~n tba commun1t.y and the resulting mi ~0 
110'11 from Newton of a considerable number of worker-a. gra.. 

The Uoll<d Eloelrl<ol, Rodlo, and Alad>loe W~en Uolon, ......., .,, ... 118, repre~mt.eome I, UOworUrt tmploytd in the wuhln.IJ rnuhhMt and olbe · d tries in Newton, Iowa. Tbit unton e.lai)Uebed ha fJf'll loca.1to Newton { Ul ~ May 1037. M that time IL 11poh for eom~ 2,800 t.mploveet o1 t.be Mi.v~"'a.. Ul •nd eonral hundred Additional •orkera t!mployC!d In the plantt of tt1a OnO M1 Co. and Aut.orrUt.\lo WuMnc Maehlnt Co., the Newton Poundry, and the P&rton.tnC: At t.he prt'tlent Ume. It reprt'A(IOUI worte, In All or the &bove-namec~ eomP&ni · with tbe exception ot the One Mlnutt Co., whle.b, 1lnee Utat time hM UquJda~ Newton h a community of 11,000 peop~ Tbrt wwa 11 aitua~ In u acrlall­tu,-.1 &rea. and II U mAN due _,t ol Des Moi~~a A1. the ~t ttm. I be I:UiD tnd~ ol N...,ton "cea&.ered Ia the hro •aabtr ,_ua., l faytq and Automatk Tbe em bu •1>prorlm.a.1e1y 1,200 em.ployeee-. and tbo l&~ter ba., about 2.SO ra.tto ... worltt!Til. ., 
The c:tty of Newton l"r.et and raUe with tho rate ol the&e two _pltnte and Jn f.l&rtieu.la.r, tho Maytag plant. Newton cao be cl&Nitlod u a ono-rnd~t~ to""" or bet.t,er, A one-eompany town. Becauae of tbe rt.ct that the t\ta1 c..s waabet hu u ''-malo future tb6 aluminum tub, the re~t.rledOM ~ llL&nufa.ettarinl In this plut &tt In add.itio.a to theMe reatridioae OIUied by U.. cuf'\&llaMnt ~ ~ n:w~utKtun.n,. 
The mlue'lloa Ia em~t oppottunitiet fa Newtcm. tdttet July 1131 hM l)eta Vf!f'T ttrlou:t. Wbf'reu tbe number emplo,.cl ha tha t year ail the peat amou~ted to lOme 3,300 In the wuher plant., now a mere 1,•00 . ,. employed a reduchon of approiimately 67.6 J~I'Otlnt. I t S. true tha.t aOO.at &&Q o1 tbOeo workcn wtl'(l NNOna.l wor'ken.. 1'he faet Is tb.at tfneoe April 19..18 employment hu aturli:l.y declined to the pre~~ent low point; and at the preaeni :tlmt. th (adt. tadom are that-, unleM major dftfenM work: It obtained t~ Oeclioe wUI be more d...U• and widee_p....t. • 
~ Mf..11aa Co. has work for about 200 In dottt:Mt on a tubeont.raet for o. M artill Co. ~ Automa.t.le Co. It worklu whh the Wubet- and bon« AJ8oda.. doa, ~will Jlf'Obab11 r~eth•e a portion ol the S12,000,000 order plf.Ol'!d wh.h that. 

UIOC: .. Uon by I hoe Anny Ordnano& De:pa:rtment. 
Jt t. quite obvloua tha~ bec:auf)O of the laek of ewentlal TAw m.ateriAI n~ry to the manufacture of waahert, ~be production of U1e two plaott wiU bo ourtailf!d mueh more than the pe.~centap amouot aet forth In Lbe curtAilment. order. It Ia. thereto~. lln~t eerwn that at '-tt 800 worken tn tbia community will be t.hf'C!'wn out ot work, eome petba{lt &.e"mporarily &ad otbHI pef'IIW)tOtly. 
Since l\lay 1041 a pproximatelY 200 IIM'n were l&Jd oil u tbe M,nac pluL APPf'CW!Mtt'.ly GO ha_ve been rthlred. fiOme on a wcoo,..,., buff;. ud ocbt:ra oa prodllcttoft. ApptO:XIIlL&I~Iy 76 Q}('_ft a.nd their ra.mDiea. ldnoe MaT IOU , banJ mo,·f!d out of to .. n. Some 'WI"(mt. t.o Cali!orni.a In 1he airctaft. indu.try. othent to &rte:nal!J In Mftllne, lll., And olhera to JOC'allllot otrcrlng be.t.ter ernoJoyment. 

OJ)J>Orhaoltlt'l'. A• f1u ~c-an be MctrUlinOO, only one or two ba,•c found employ· ment.a~ ~lw ordr.a.n~ plant •L Anker1y, Jo~~~o·a, tJetauiJIO or A atriet rule that orefer­~n~ 13 ~t~ven to the unempk>yed of Polk County tht~ (!()Unly to wblt.b the dtftue pro)«' rs kK'att'.d. • 
Snent•-he hornre. ba.-e -a r.b&l'ldooecl tor 1-.rk o1 emplo.J'~Dt'.DL Fumitw. ~ ~ otr to the bi'*- b&ddt·r to H"Oare II'&Bif)Or1atioo mont'Y lor thftle: nu~t. wwkt,... FIUDOytiN ~111 broken a Dd cbUdren uprooted from ~~t-book 

and friebch, At I(!Mt. four ra.antllet loo their bonl(ll\0 the mort~~ BeeauM work ha.s boe.n pla.ek, and moe-\ or the men work1n• only ha.Lf-timtt, eAtnll'll from 
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~untry, to varioua10•~mDW.1nW actncle~~ prfm.o eotttraeton and 10 r t1.h 
wou1tl become veey ho~tul that. lOme 1e.w:l' would dewelop iotO a contra~ ' We 
notbh!IJ -.n)tJid happen. By Myln~ that we were "dl.aouraced &Qd dlabto~.~le ~e.~ 
J J'MM~ there wu one point. at which wo wooden!d Sf wo were evet ht n • 
dtlt'n.e work, perhar» bfuuee we didn't. h.t.ve the rl1bt. cont.actt .: ,:e,~tf:.' 
I ml11ht. cit. one partleular enml)lo~ whlcb t. probAbly the out.et.andlnc ' 
We 'W'f:N aPed by a ~n.a.l:n bra.nt'h OT tht Oovemmt'nt,. wbJeh JeiLI CIOft~": 
t:nkr lnt.o ~.ouatJoM for the proch•eUoD ol IOlDe two or thrN mrmo. ~ 
worth ola ClrfUiD Al1kle. We wve ...._f}d to complne our bl<l whhft~ a riod 
& 1lll!dl on u an;e .. whkb prioT t.o th&t Ume we 1*1 oever -.e.. w. ~ ,t Gf 
lo .!...~ ~ wt.t tbey ~~t.~Jy wu mera;me:al. d•t 1~ 
u,...,.._.. • c.oau,_,ot.ratt a "t'7.- .... _....,... 01 U..wort.. • ~IJitd u..;a 
... dkl DOt ...... the~ IUC':hf:ot ·~ ~ to manuJ'.ecu,. an .... 
ovtwlva. Tbey &leo told Ul tNt t.bef fftOA'nlud lbal tbe tiCIIIl Wider t.bN ~ 
would be .ubd&D.tiaD.y lafcbcT thad I we dJd ha,.. the rfsbt. tiftd 01 uJ 
but that wu MtiveJt !~~~JUterlaJ, but. •bt tbey needed WM abUi\y ':! /r:c1:! 
and m&nll«e t.be mterpnee. We SOC. 2 •tt-lt-. Our enUre teebnlul 1tatr MOll~ 
the country tor •ubtonLracton and Al tbe end ot t.be t.lme we bad •n -..etr~bltd 
blfl wtlleh W'fJ aubmlued. 

The rrloe WM aubetuUaUy hl,~:her than under other eirc:umata.neot bfrrtau~~e we 
had no evtn tu) opporlunltJ to ee~ potential aubcontrt.etora acaln.tt taeh otl~oe•• 
It wu a <:Me of &eitlns: &nybody t.o aet. '-hfl Job. Our bid turned out to bt e:m' 
ban•ln• ly h(Jtb. We 1ubmlt ted our"bld a.nd "ftm! told la\4:!r It..,. too hlab •1th ~ 
.. l11a.nk you, goodby.'' We~ nothln'i mort about. lt. tor .eYeral wee~1 unUI 
WCI n.d ln the prCN t ·hat that parUeula.r Job h..c:l 10ne to a «tl"ta.in eont~ at a 
Pt"'e!t •bJeb wu eo rar below ouna. that fi m* 0\lre rldleukmal, and em~ 
Ina.!¥ btlh. w~ &leo ru.d In that. .ame etOQ that t.hla ma.outaetl.l.m' t.ct ~ 
~ ·ltad • pilot order et.rl1 ebOQC)t Ia tbe u.me ., that be hlld beta abM to 
oMaSa "'«7 *'Pfda.l madtloe t.ooll for 0\&1. putleular job, tO that- be ..,.. ... to 
1ft tM mutm.ura ~. Wt aot tiM liD~ rilhtb or Wl'Citl&l_y th&t,.. 
wwt: lnYtted 10 tubmit a bid ODIJ (Off tbt purpo.e ol haYi~aJa.upport bia'and IbM 
It m•t haYe been more or,_ ob~ from the bfcia:oinl that thla otbw ........ 
t.nu.m would get the job. Ttait ..... ~nina~-

.,,. SrA&&IIU'. Tbe other manutao&urw had Ud a.n edueatloft&l order. Yoca 
lrnow that .... have beta. maq:ed ID Cfvt.or edueaUooal Ol"deh to tboM eGDCitnlll 
that ca~ to tab them. 

Air~ MATTAO. You Mktd about dllht&rtenlnJ uperleneee and tbat wu OM 
Our wbo&e llatr W'Ol'ked their hea~ out for • coupl• or Wf!tQ and later found &hai 
th~ra wu no poulbUity of our &ettlna the Job at any time.•• 

. Tho ••l"'rience o! the MaytAg Co. illlllllrat..l the wute o! engincel'­
'"!1 effort during the put yeor and n hall. Multiply this by thou .. nds 
Of,l,ndilli~u.t p[a.nta t.hat h.a.ve I)M!~t time et.ud,ying produet.ion or one 
mthtary •l<m a!w anoth.,. lor wbtoh they aulioequ011tly !ailed 1<> get 
000 t.raet&. 

DECATO'& AS'"D BILLIVlLLI, ILL. 

. In Decat.ur &~ Be&vi&, lll .. induolrial activity J:.ecan I<> decline 
wnb the c::urtail~nt. or nonddeoae production. Tbe:re were no&. 
enough •·ar contracts to counte:rac&. the nondefense eurtailmtn\1. 
Some or the more ~ive workm in both communit.tM hue 
All'f!ady leJt. Like Hutin811:, theee communities are e:ramplea or ero. 
nomie disintegration whieli is going on in many ~ of the country 
At A result. or e:tclusion from tho war efrort. Testimony H~ce.ived by 
tho committee sbowa that. (!.X{ensivo clfort.a wcro made by t.ho eiti1ena 
ol thcso communities t.o obtain W4~r production contraet.a. 

Jt..is ovidtn\1, that in the Ab8oll06 Of adoquate planning or WAr pro .. 
ductlon, tbe rt'60urea& of All sue.b oom.mun•tiM are being ovf!rlooktrd. 
Thus tho output o! militarv goods it Iimit.ed, on the one hand, and 
tho"'!'"''"· aod eoonomie wdl-boing o! tbo eiri!i&n population ol tbM6 
l!MI 11 being atr .. ted on tho othor. 
• T.u-.,t~,..,. JIQUI: 11 .......... ,..,_ C.,.IL a...li...._ pl. .......... -. 
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IDtOtJoo~ thilt M ooe e u mple. (PolnLI to •~11 and •mall pa:ru 0111 ta.ble bel lalal We..,. pedeetlJ wiW•~:!,~ lt. on l.be DON oa. \.be lnt OODlraet. ;­bow, trom our upt:rknee Ia there It DO money iD tblt thine. 8o f e thS. rear ia Can.t.d& and Chatt.anm• our ehipmentf for tbe 1)&41. 11 Mont:' total $1,(104,000. We bave 1800,000 or our capital lnveetod, a nd our net. proa: lt J.f,OOO. Throu&b our experienoe In Canada tOI:f&y•we know wbal to expeet. &bd )'tl we..,. ~r7in1 t;o hol.d our OJ'IMiptJon t~tbe,. IUid lha.t doel not !De&A \hat ...... ~~to qu.lt try!Jll. btcaY88 •• .,.. pt.tl3 &o keep r(pt. OQ ~.QI- n.o.. al"ff ltrO ("UJD~ ol lhln.a lb&t ha1"t b.appeotd. 
Mr. Aa.ocoLD. Have contrMU been le\ on tbOM bldtt Mr. Mu~:"Mctt. Yea, •lr. We don't. know thiJI t.o boa fut. but we helle"e that Dcc.uur ts not ullcd an tmerae.ncy aru. And without proot ot our lituaUoa we btiM=ve that durlnc th.ia pertod oont~VLI were let for tbW materta.lal mud btabtr prlc. to tboee puta al tbe toa:Dt:ry without All)" &perieUO OD \bllttu:tr, but W'fdd Wfft dtcd u eiOtrJt:Oer .Stua.Uou oo -.eeount ot \Mtr tabor ahuatlon. • 
This com1>•ny is exporioncoo in milit.ory production. I ~ has 81,..1\dy oblahwd oontraeta for itt plant.s in Canada and ChatLanooga, Ttnn. 
)lr. )h:r&u.aa. I wieb to MY furt.bet, lhat Oft t.bit lype of b&&~l~ ft ba.-. beta IUII'PlYinc tbt Brithh ud cu.ctiao Oov..-nmea\a with antiaJ..ruWt ebel1a, ,.,. Und"k*tiq) U W~S. we are IIUpplyins ' \be Brilleh Oovei"DmetiL for naval lllldle We produae a lot. of other •belli a.nd lbd (lndicatlncl I• whl;t. wo are ma.ldns 1~ Cbattan~a for lhc Amerlean Government.. h1 lhe California plant. we ~ve cont.a.ct«l every agency that. we know of, tbo en«fMetl.D« ~t. ot an aYlatlon C!Ompe.n~ and wt: IDd that we C&Mol mall• m.aten.Ja that co IAt.o \1wlr ~uedon. and _.. baTG DO ~lract ,Jfl. wllh the An.'l\1 or Nnr. Tbe c ........ , . How did you tiOl'lt.aet &.N Enali.th and Cll.fttdJ.ft Oo\'tmmenetf Mr. Mmu.L&•. In 1037 alter a kip to South Ameriea I met a number of poople a nd talked lO d~m. When I came back I "''" conv1oocd thAt! there waa s-oln, eo be war. In May 1937 I wont to Ott.wa wllh our seneral D\UI.Ifr &l'ld c:alled oa &be bead ol the Onluaoce Dtpartme.n&.. In the IMt. war our O&aac:l..iu pl&ot IIW'IUf6CtW'fd munidou IOft'.AWhat tlzr.Jlar to ..._, We t.old tkm. ._ ~ coiQC: t.o make _. d'J...,. Ia our equJ;pn~t. aad lr t.beJ W'f"re tote.rerted In out mUlns h\unfC5Gn .. woukin't. tber. ttend a «>nunJ•~n down loO look O\W OUT eQIIbmleot. and ~~ee • •here •·o at()Od. 

' l' be CnAtkMMt. In yoor lelter co our c:ommtuee wfU IOU p&eMe put. a para.. .,aph fn there !.hat you are oow teUU., iO tbe c.t.o.d.l.an &ad Er~~Uih GO~"' Mr. Mc&u.&L Y~ ll.r. Alter tbat. I.My MDL ,...enJ oommfn&one u.er., Ia Ftbru..rJ' INO •• (tot. our ftnc order for lhll (lnc:Uoa.c.ln.a boosterJ. Of cou,.. the CanadiM CovemmeaL wu In A lot. ol oonfu.aion for a few mont.ht. We ecun­bJnod ou:r AMerican engineerins: daft with our Ca.r.Adlan ttaft to &et into prod11e.. ~on qufekJy. \Ve bad a etrt&[o a.mount ol equ.lpmcut. in thl.l country and •• tent h ioto Canada. Ou.r liM order, whkb tbould ba.ve beeD oompleled ID J unoe ol thil ytes wae competed Ia Doetlaber ol lMt ,...,.. We took our 6M ordtr ._, 70 ft'ftt. apieee aod M our co.u went down we volunlarllr rtduetd the priee until today It fs eold at. 63 ~tt. whleb It IOwtT t.hao \bey are P61ing IM lt. In f~ngland. Tbof. have a lot. or war maLt.rlal t.o @l ive ua but. 1\llt jusL a roaUer of c:apaeit.y, Lbat. llll. And our relAt.lon•hlp 'hero hu been IIW'Veloul. 1'bt ClJAiutAif. I don't quite get \hat.. h ill a question ot eap6dt.y. Do you IDtaft JOUr ~c.y to eupplyf 
Mr. Mc aw.cL '1'a air. 
Tbt Oa.uiUIIAM. Jr your eal)M:ity Jt taxed boea.uee ol your orders for tht EnsiiA and Cana.dl&O Oovernmen\e, wba1; about your upaclty for your own Ooverntn.tntf 
a.tr, Muau.a .. I ame~akloJolourplantlo.Canada. loCbat&aftOOSawebld on 'lh.il abdJ t'-clftlil:lsJ lMl ~Septembtr. We never made ..U. before. Now tb.a.t we are wader procfKUoca, t.be7 wut. \1.1 to espaod our fadUllel tft!ml'o~ down there. 
Mr. ARNoa.o. l• chat an f!mt.rgeocy art~af Mr. Mora,l.JlM., No, air. No more than Decatur. to (a.c:l. &here •boul1.h1't be a.n1 unem.ployme.nL In Chatta.ooou.. 
Mr. AUoLA l1labor cheaptt i.ft CMU.a.noop thaD f:D Ooeat.u-rf Mr. Mnu.a.L ~ot DOW, aad in (a.el lOme ol ou.r men from Dec:a.Wr, 14 ol Lht.m, went down to &elafob with ut at. Lb• CbaU.Ooop plan&. 

• 81, l.Aart IIMrl.n.,_ Jill. 23.. pp.. tliJ•I1,. .. 
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lUTIO:NA.L DU'&:NU JaOIATIOlt 

Ooe of the laraer mW. fndlott.oc'l. upoa our deldre to f\lrnflb t.ber~~ lf.b 
A- 1- B preference ratJn~, that. ll woukl be imP<*Ib" &o! 607 t t.ee.l r w an 
moot.ba and It waa r,rob .. -mat.loal M t.o just wben euch m hi be ru~ 3 ~ 
eecond mill W lad o.ted oo an A- I· B rat.ed ordor \hat. Uvery wru bt df 
wltbfo 2M liO 3 mooUw. A t blrd mW bM lncllc6.t.td tbfpme.nc, t.a &bout a ~ 
whieb Iii iJKieed a "'7 a..U.O\ t bfpplac promieet bu'-" UDIOI1tui&W7 tbt ~:'+ e.._ covered bJ' &.h" PIW'&Icular ordtir II wwy amaU. • - .._. • • • • • • 

IL lo _,_ ~ .,. are ..,toe "woof" -1un11 r, -~ ..: 
plant will be shut. down whb.ta l.be aur. ao &0 45 :fl!i.bowtvet we .. .: ,ov tb.&n a 3()..da.;r tuPJ>17 of tcrap ltoo, aod from &11 l UODI we .;,ill 00 • e~&h ol t.h.W material by even a&let.cbioc ..U pofot. u t.o our abillt &or. lleCV.rt 
ldc1lilonat wppUea Lo w mtr. our fouadtj operat.lon tJt.u Doc~mJ'.. 310b\&~o do not. bave qulUI a 30:.ctay ".apply or 1tecl and from prOHnt lndJoatlooa ,;1 !u~ not. obtain enough at.oel LO o~ra~ all ol nest monUl; wlt.b ibe&e two ft.emt cut o« 
Md Cl11 poaibU£~ ol our pS,~lro.a allowance beinc fW"t.bl!!l' eutiAJied for December 
~ler.u:re ialndeed a 1)0001.7 oa.e and. ot O)U,., lmptoyme.a.t will be a«eci.td 
2.0 marne decree aa our tuCCM~ t.a. obtalnloc ma&«lal8 a.oc1 .upplit&. .. 

Belleville hu been a center o(. al<>vo manu!oe~uring. Many of 
n.ue,.Uo's .. -..rkers ate od n~ed m ytan. Duoenmin&tioo api1114 older •·orkers and the added ri!b lA> such worlten, in moviofill<> other 
cent.era of war production. make their prospocta of reemployment. 
rather dark. Their problem ia not likely lA> be eolved unlcos local 
mt~nufAct-uring fa.cililioa are cnnvertod to military production 
Youngc.T workon in t.ho communit.v bavc a.lroncly begun to migrate' 

An additional (nol<>r handicappiiig BoUovillo workor.t outoido tbci; 
community is their union affiliat ton. Practically aU Belleville workert 
•ro unionized, and nearby upending establiabmento are ~parenlly 
d isc.riminating a~ainst. them beeause of thil affiliatton. This is ~ 
por~ in the followin.l! aummary o( employment p1'08pect& prepared 
by the local Sute employmon~ office: 

1'1KTe il DOl m!Xh Ukellhood tb&L workers who ate laid off eaa be at.orbed f.D 
lho llelleYille ...,,.,...,,. II lo Ukely lhat oome ol lhem ... be &boori>ed bt 
npt.ndin@: iodust.ric.w In St.. Louil, Mo., 1.$ m.Uol tro1n Beno.me. T'hil ofBee 
tto-·ever. hu no informatk)n C!Onot:mf~ Job opportunJUee ln St. Louit. Onl1 o~ ettabllahmtr;~1. ln tbe lLUno'- 100\lon or the poeat.e:r 8~. Loull labor m6l-kc~ area it 
oontemplalin~ a con.11ldenble amoun1. of tiiring • • • whJch pl£os to add 
more Lha n I,SOO ~·or»cel't during ~ho ned 12 mont.ht. BtlloviUo workert, how. 
tV(Ir, will nol bel accepc.able k> &:b.ll eompany ae praetJ4'l&IJy all &JJevDle worke:n 
6I'CI unioniled and ate wor11fnc undtr etoeed•bop "«f"nlenrt, 

The e:rperie.nee ol tM plaott:menl. de~\ or ~he Al\oo otaoe ol \.be llU.Dole 
8tal o EmploJlllC!Ol Se"ke would teem so iodica&.e that pre~enl or pre.Tiow 
.mJiatioa with uy l6bor ~ol.aaLioa is a dehl'-~ co ao appiku.t ra. employment 1rilh the compuy. 

1"btfe il uothtr r6dOJ wbkb bN atreeted. Lbe ttove fuduaUJ iD BeDe"" 
L e .. f'Omp....~\.loo wit.h OLbtr areu. A recent ~ OD lhlltob~ by lJM ~ 
viDe Emf)lo;rmt:nt Offtce la quoU!d belo.-• 

.. "rbe focsn.drle., 1rbk:b a.rt Lbe priodpal i.n.d"*'Y ol thla oomnha.ait:r, hl;vt 
tuft'ered eootSMrably d urlns the put. lew yean~ duo t.o GOmpellc.ioo wlth &n:nt 
thAc. ba,•e mo,•ed from thii V"Sclnlt.y to the South where cheaper labor ran be 
l(!eured. l t Is estimated that. oppoted t.0 c.be avar""e wage of 90 ee.nt4 per hour 
which It pt.kl io cblt v1efn l ~)', worken may be ~eeured In t.bo fa:r South tor t.bo 
Mmo t{.pe of work at. about -40 oe.nta per hour. Man¥ ot \he faetorlet be:re have 
f ound L poeeible c.o work only 2, a, or. a t. the moet., • eta,.. por w=ok; tome have 
CIMed operation eotirt:ly. For lnataace-. tbe I fou.ndry emplolinl eome 400 
W'Dt"lren wu rOn:ed. buo knkruP'CY duri.a@: .lbe put wfnw , aad at aboul 1kat .me l.bne aDOt.ber compaDf at O'Fallon, JU., "ttf'7 DIIW' BIUevWr.,.. Cocud 
t.o Uquldate. The offtem of tho ....tou. 000011tM iA'IOl'led lnd!L U... \.hit II 
C:hJtftt do• t.o lhe ....,. ai\ULfoD mt'tltioned abo.-." • 

Tho wage diJf.,..nti&l between northern and ooul.horn otove manu· 
flcLuring .,._. bu impooed one of the outot.andiog limitations on 
: aa. t.o.ll bwb:tr;a. pc. ». p, t1ao. 

Olll&b& btu!-. pL 22, Jill. toM ... 
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d .. Cblc.so Ord:na.n~. Wrlah\ llleld, ud the Brooklin N..-1 Yll.rd 
Maport. town• probJbll u. In ITW:I)' CUM ftOtD blddlnl- To aum it &od otber 
'-any further dlak>caUon, ll. il 10.n1 to end up by .Jferollnc a.U our~•~f.:_~ ther. • 6 the UDe. •1 

...._.. aloQI \1. 
ln t.be coune of t.eotimo~1 Lb.• elfor!- of local &~~ .. ille pl&n•-eeeun war work were dMC:nbed m d.e&ail: .. to 
adr. Ctrna. At. wbal C&~»tlt7 '-your p}ao\ worlllocf 
Mr. K.aa. About U perotDt. 
Mr. CV.ant. Wbeft dJd ~" .Jump -.n.r 
Mr. K••a. That hu been our npa.cit7 aiooe J m. 
Mr. Co-ana.. How ana~ weN you on\pto71ns a. year -.:or 
Mr. K•_aa. The-''-"' nu•nber of men. 
Mr. Cu•1'te. Have you rugl•tered your faoiiiU"' wl&h any Oovernme , curerutnl agenoyf - n Pro-
Mr. K .ui&a. Y-. 
Mr. CoaTu. Whtcb ont~~~t and bow l)it.enf 
Mr. K•aa. I c.b1nk Mr. Jo'oet.er hu t.ha1. fil«l bere t..uer tJaa.n 1 ba•e 
Mr. Fonaa. Tbe Arm,, tht Nawr, tbe Qv.anei'Ql&IM-r Corp.. ud u.e Onr...,. 

o...r.-oL 
Sir. Co.na. Ha~ your CIOmJIIU.T made a u-. ot tbt cktu. lt.etu ....... ~ ,. - ·- . Air. Fonc:a. That bu bem cto. 
Mr. Cu:llT&L I ..rould Ukt l.O iUk c.hil q~u to elthu one ot you or to kt 

Ehret.. To wbatexteul. ba\'1 you att.emp~ to-oeuredeten~eeontnc&.? Wou~ :rou tell ua about. your trfp. aod DC&Ot.i&tiona in thll ~ardf Proceed io 
own way, &Dd if one of you doe~n't eO\'CI~" it. all, tho Olben ean add t.o it 'l~r 
l'01te.r, will you tell u• About. tho etroru of tbao mont · ' 

Mr. Fotna. We pTCparod brief• eoneernlnK our lllAnLI for all t.beee '«end .. 
Jutt. M t.bo Gove:muwmt. req_uea;ted. We ha'·e had very valuabt.e. .uvloo from the 
eontnel. department. or St. Lout.. Tbey u.ll u.t up every day t.ellir:lc \II o1 tDdJcr... 
t.loM tor bid~. We have IILitde 100 lriJ)J or more hett to Woke advu.tap or·tbal. 
•rvioe. ud we Malted qu.IM a number of coou.et4. but mo•dy a1J tmaU ~ Mr. Ctnnu. Ra.,. yOt.tll&Ade &Q1 lriJ» to WaMI.acto-1 

!olr. POITU. Four trip. 
Wr. Coans. How IN.47 meo -.ntf 
Mr. FotTitL Oaot .U m.a. aDd I wea.t twiee alone. 
Mr. CtJJtTU. Bow about your trfpot CO ~0 and Jtlf~orille aDd elatwben:lf 
Mr. Fouu. I b.a\'t \&\ion a a:roup of men from my otrloe over thtro tour 

dllitlnet timet. and J have bean to Chleago·thtee Urn-. 
Mr. Cou~&. \'ou have 10Uon •ome amall bl .. hlt'IMf • (( Mr. Poena. Y~. 
Mr. Coa'l't8, HM it come anywhere r1car utul.aluaa fair IUUouut. of &.be cap~Jt.• of the plantat v 
Mr. }'on~a. Ju~l«ins from lbe repon. ol eaeh oaanuJa.etu,.r: no. Let. ate IUu-.. 

lrate the pomL. A Job we h&d hero lhe other day called for UOOO_!f*&al rw 1 
plan\ a.t .f.8 cmt-a~ Tbele aN liU.Ie ~tt. tor tent atov~ That it 06lT 
t. •bon Job. Thto n a:et Unus fOr Army ~ No. ~ That •ould ~ arouDd $10.000. 

Mr. <;_\liiTtl. ~lr. Ebftt. do you eooeu:r ia &htM rtpoi'CIT 
Mr. F-••n. '\ t'l!', tlr: ....., h.ue maWt.alned ono tJI the ~PM~enWati•c. d ow 

eomJ)Aa)' in Washl.n~n alnct AUJUIIt.. My 110a hal been tomlns over btft &o St. r...oull onC!e a • ·cclt. 
Mr. Ctntf'UI. What do ,vou make, Mr. Ehrett 
Mr. ~II MitT. Hr.-finK arid oooklntj: ft J)J)lit.ncot or all kind.-. 
M r, qu11T!A. I-to"'' mAn)' people •to you tmJ>Ioyf 
Mr . F."K-CT. We havo 202. 
Mr. Cunr.a. Anfi a year a~? 
Mr. t-:aan. About. 32$. 
Mr. Cents. AboutfJmDnthtqoT 
Mr. E.-U'I. About 200, 
Mr, CoaTIS. There bu.~ a padl&&l tet,.4 ln the a..t yfar. Do YOU .ltOW' 

•hal YOII wiD be_able &o do i• the nul to day. t.n o«tria.: emplo.fUWUtf 
Mr. E••n. We hope and uprrd to maint.in tbe pnwni fort.e ol U2 mt~~. 

We ha , • ., tome Go'-emmer1t «~n ttae\4. •·meen perottl t of our 'fi"'rken bere ..-iU be on Oovemmntt. contrae~ 
11 II t..• hewfalp. PLlD, .,.. ._..,_, 

XATIOM.U. D&ftlQ& WIO&A:nOX 57 
wr. Cua'l'lf ,, Abou' 16 peroefti ot your total produeUve ee.a-.eityt • 
Deelininl employment oppo.rtunitice in BeUeville hove ... ulted in 

nUgratton of the more aggr••ve workers. 
Mr. Co.,., Mr. Fora,-t. you f'f'pte~tn& a unroo; do you bOt! 
Mr Yoa.An• YN; I do. wr' ea...... Wb&" .. &he Q,&,IM ot u..., u.mo.. t 
)lr' Fo&~.n. n. laler'oatioDal II.._. &Dd FouDdty WotUrt o1 A..-,. ._t'lst. We..,. o.Jfllial<d whlo ll>o A. P. ol L 
ll.r. CcaTta. What it the t.ot.U mnnbtftblp ol )'OUt Wlloat 
)lr. Fou1"'T. Toda7 '111"8 have GM mta\ben. 
Mr CuaTII. What. wu lhe total In JuM ol lhJI ft!&rf 
11r: FottnT. I Au.t. oouldn'laa1. I thh1k J have that tn tbe brit:f. 
Mr. CuaTII. Will you 1upply that and ai:IO 'he fipret ror January a nd JuM 

1atOT • 
Mr. f'oul"r'. l could Jl''" }'OU Jul1 Hl40. We had i87 memberl. 
Mr. Cu.ll1'tt. And how DWl}' have you loda,)'f 
Mr. FoaAl'T• 8tx buodred and U.at7.,.'-· 
Mr. 0\l..,.._ About a ymd. ocrf 
Mr Poun. "nat Ia risfU. 
w:r: Cv.-na. Wbt.t .... tbe oceMioa ot thla drop iD manbenhlpt 
)l.r. fl'oun. MOlt ol them bav. pne hu:o dtlen.e ~ d,. ... their 

-and "'k"' .... -·- tloo; ~ s~ Low., -Ill. Louf&. )ol.r. CuaTia. WM it. JuA hisber wa&M that. attraeled thtm or did lhet lean 
~Uflll lhem wu • dM.lioe in lobi t.\•allabN!t ' • 

Mr. Fna""' There •·ere r10 ob8 available tor them here. 
Mr. Culrttl. Wctre they pcop e who W04&Id rtther •tay home althoush lt. mlsht 

.mt!an nCit .o IIHIC.h moneyt 
Mr. t'o•""· lr choy •'-Yed a1. howe there would be no wvrk tor thon'l. Tbe7 

bd to 10 11011\eWhere elM! to obtain eruploynlfnl..• 

WANrrOWOC AND TWO &IYEBS, WU. 

Tb(l&e two communities whOM manufacturing ac:til'it.1 teat.HI 
about the fabrieation of aluminum ~yea). the efrecta of pnoritiM OD 
ilie area. The following exOfi'J)to !rom the oommittoe beorinp, hued 
on a survey made b,r the bureau,or employment.security in M&nit.owoe 
in June 1941 showed lhe followmg: 

Aboul. 60 yean a,go the alumllnuo rn•nutaeturinlt indu11try WM twC.bllebed In )la•lilowoc wt~tn the owner or the largl'lllt.. tannery there round tiLAt. 1114 bu•lnoe. 
wAI! fallhtfiC orr. By 1030 tbc •lumluum lndu•~ry "''"' 1M maln1ta~ or employ• ll'IC'II~ In Manlto..-·oe County and In 1~1) tmptoyOO appro:clma~l1 0 portent_~ 
tbe workenln tbe area covered by une.mpk))'atenl eompenuUon. •' lcurw a v ...... 
able rof' \ .. la.:tt 10 'ftMS &bow UDI,I;iiiU..ll1 1\ab~ emplo'l'ml!Dt in tbt lndu.:t.ty. 
Thil •\&bllit1 bM been a.oootrtplithecl by manuracturinli tor .toe:•. tlmtn.&Unc '"* ffdor7 employmnt tbe ~ a.wl valleyl reM~-kinl rrocn tM .....Uty 
ol ..-of t.lwnbium.ware. Ia On Mat'da 2l l$.tl -.Jumlnum p,.,...._ were~ whlth ..ut ,_,11. 
tbt CJOmp\ete lh~t.-do~ of raet.oi'J' and M1M c:mpJo~t. in the alu•b:uu:o....,.. 
inductry. To lllutif'ate the eft'ec\1 of aluminum ~·- ftprOt..,.. avaltab&e for t-he Aluminum Goods .MAJJufaol.urlnl Co., the larl.e.t conoent Ln tM area. 
Tb(':i.r aver•~te •nnu.&lJ)UMhaaee or J>rime Alutnlnum for reeer1\. yet."' a111 12,00~.~ 
pound& or lnJO,, In t.heir manufacturln.~ procM!M they rtU.-'10 6,000,000 pounu. eo 
d1at lboy roll t.nnuallJ 18,000,000 J>OUIId4, Under pr~rillet their Ol.lnM' alto~ 
~"'- aro u toUowt: ,....,.. •r.rn 10.1 •••••••••••••••••••••..••••••.••••••.. ...•••••.••••••• tk~ 
}u: l::l:::::::::::::: :::::::::::::::::::::::::::::::::::::::: ~ ~ 
J.I,IO<I (.-tbiY ltwl---- ----···-·-·······-·····-·· ---··-·-···- 0 A ..... 11<\ • ••• : • •• ........ ••••••••••••• •...••••....•••••••••• 

111ooo M&rd> thlo ...._, w laid ott AN emp~o..-m. ,.,.., ,_ ot2.68S­
l"heir fadOrJ pa.y roll ror 1040 wu 13,.032.328. Tbe pt.J roD ror t.M WI-"-' t 

: ~ ~~ ............ pt, ............. .... _ -.pc. •• p. .... 
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--N-2.1tte,-sut,-.IJ,wllllooloo.-¥..at.,...,.t.~ 
period eoded JlilM 14, IMI, ._ $82 50IS 20 • ... _ 

llfore .-n~ data ooUoct.od by tho Eml,)lo.rmeol SorYico lor &he 
large~t. t.lumlnum-manufaec.uri_ng company 10 Lho ar• show further 
eubtt.anLial reductlo01 in employment. since midaununer. 

Lettu ~ UAJTy C. Knigbl from Paul F. CaU&ban,lnduotrial Com 
miMioo ol Wilconein, Wi&eol)!;in State Employment Servite: • 

Mr. ll4UY 0. K"IOltT, 
o\IQJW)ffr, cilr ~/ 7V• NiHTI, 1'UICJ Ri-.r1, WU, 

D•u S•• : AL your req\lftt I am .ubmittlng lnfonn.don willa rtft*-~ 1.0 t ... 
number oluDenlploymeol compeuatloa e1a.imt JUod durina dae__you PD-t l ac-Jnn 
the AhamJnum Ooodl Mt.nul&cturin& Co., of Ma.ahowoo. and Two fUvt'n. 
'l"wo runn pb.oll: 

~~u;:m~{y-=~~-7~~~i~~~-~-~~~~~-~- ~~~~::::· = 
t:Lilnwla wbld:i btoeiLa were •x • •nCb" .. ....................... 82 

,.,..,,_.. plaal4' 

~·=-~~~~~-~~-~-~-~~~~-~~~~::.: t~ 
Cla.I:IIDtlo whkb belw:lliw W'U$ ~-- __ ••••• .................. •• ~ 

A l'tftD\ ebed: ol d~ot .nlve &Je work ~ ie lhlt oCiot lodleaMd that 
&~ • .,. awodmat.lr lOO perwa~~ ~ (1'01:11 tht ehy of 'rW1) tU~ 
and app~~biWLtdy toO puiiOIDI ~ hom tbe dty ot Manho.ro.. 'J'h,e. 
lot~ aumbrr ol active work rep.c.radoca: for tbe b&lance ol Lb" dliM.rtct fodlldln• 
Multowoc Md CaJumet CourtlW r. &ppro.d:mauty 376. 

I am a1llo loetudlftl& tomparilon of the a1oolhly l)l,yroU fll\lr'CIII of the AllltOIO\I:m 
Good. Manutftdurh:tf Co. plan"' 1n Manh.owoe- ..00 T1ro RIYtN ff'Oin Janu•rr 
JOfl w Noven,btr 19 41: 

M'ulc.owoo pla.nt.t: Two River. planta: 
J&nu.t.ry .................... I, 2.$0 January ................... I, 300 
ltt~bnl.ary .................... I, 2.50 li'abru&ry ........ ............ 1, 2.39 
~t.rell ........... .. . .... ... I, m !.t.areh ................... I, 200 
Ar.rll .............. oo 0000 00 I, 200 April ......... oo .......... I, 010 
~ ay ...................... I, 190 ~fay..................... Qlll.4 
J IJiy ................ ....... 1,071 July ............... m 
&pltmbclr.. ...... . ....... r-a St-pten1ber.... ... 700 
Novtml.;er.... .. ............ &7• Novtmbc!r... .. • ~2 T• a.rt I he appro.almate fi&:u.ret for the ,•a.rlou. moadl* U1ted and ,.,ere- DO~ all 

talttQ on tbt MPK'I dar ol •eli mo.nth. It S. nay undera:L&udlna frow Mr liMI 
Vi ~A. vke'/~dfl•t o( the Alum.lnuw Cooda Ma.nufae:turinc Co., t.h.attb.l•l•lf0f111.1• 
tJon eoul be rclNMd to you beat la oot. for pubUtw.Uou. 

\ 'try truly you,., 
P.u:a. ' · c.a.a..u ,,_ .. 

· Manitow-oc was the. first community er:nifiM u a di.t1~ are& 
by tho Offieo ol Production Mao-ent lor •P<Ci•l oonsid.,.tiou bf 
tho p.rocumntnl bran<:b .. ol the armad lo...,.., Aa tholollowing ,..,,. 
mooylbon. tbe ,. • ., coot.raets which have bHn le.&. in \hfl arte han 
been inadequll• lor ruboorbing all Ul<lSe wbo ha•o bofn laid oil. 

!olr. A•aon. Mr. Knla:bt, 1 • ·o,dd Ul:e &O uk one q~lon bdon 1011 10 on 
81oee Manhow-oe,.... Cfftihd u a d~tr(N ~ hue you ha.d uy dd'tuM '*'­
oc.. at all a!toeated to that t:h.y? 

Mr. Kwutn. A1 a dlrert. ttt.uh ot \he ctrtil'!ieatlon or M•nhowoc .. • dl.tlf'Ml 
IU'M, an oNer In tbe amount. or •pproximat.eJy ono-ball mUIIon d~l.,.. wu piM'I'\1 
lot 87 Jllm., c&rLrldp C'..et. • 

. ([ 
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SECTION B.- liMPLOYM£NT IN THE AUTOMOBILE INDUS. 
TRY UNDER THE CURTAILM.ENT PROGRAM, SEPTEMBIIR 
ro DECEMBEil Jtf l 

l!rtftODtJOTIOK 

Tho evidence presented a&. the. ~mittee's hewings held in Dd.f'oit. 
durinr September 1941 indiclloo thal on the basis or the production 
or'l) .... ngor auwmobile&, .. lheo ochoduled appro.'rimately 176 000 
wo-rkar& in the State of Muiliigan alone would b; thrown out of eivrllan 
employmeo,l by J~uary 1942 •. ll wu .. timated thal employment 
in dcfcn&e mdustr•ee would ho 1nercMOO by U.i,OOO, leaving at l e.n.•~ 
100 000 without wor-k. 
'''ith tJle announcement. of tho 0. P. M. lu.rtber restricting produc­

tion u a resuJr.. of Lho outbrellk or war in tbe Far East. and the JlOMi· 
bllity or oomplete sloppage b-UBO or I rubber alaort.ago, lhc \'"ropoo­
tivo u or September 1941 h1;1 oom'/'lei.ely changed. To bnug tbia 
record up 10 date repre&l!'nUllVM o the auto indU!itcy were invil-Od 
w appeor at lhe beanngs held in WOJJbioa:wn on o_,.bor 22 and 23 
w p.....,t the moot ....,..,. figures aniliible on deronso employment 
in tho aulA> industry ..,d w rooonsidtr the situation in theli;bt or the 
furlhtl't drutic cut and the ~bilit.7 of eventual eompleLO Ct~Uiion. 

. (( 

The com.miuee was pa.nicularl,r int.ereated, too, in learning whetbM" 
under lbc impact of actual curtallm~nt. of Ci\'ili&n produehon, the ratt 
or defense QDlployment wu markedly increased. This WQ t.be a:t· 
pcctalion or the Division of Civil_i"n Supply. The oomm.it.t.M did not. 
find this lO bo tbo. c.uo. Tbo cttinll.tce of defense employment pro-
tmnt.OO by individual manufact.urcre Rt tho &ptewber hcArin.g proved I « 
on tho ba.sis of actual dcvclopmaul3 to be quite aeeurata- 1'o tlu1 
08Limat.4 of unemployannnt t.hon made, Ou~ effee&s of the new cus.enuQ' 
be added lA> give pl'OIJ"''ti•o omplovmenl under the ,..,mod .. bedule. 
No inereue in the teznpo of wa.r production in the automobile indu!lry 
is ap,.......,l from the evidence lo tho oommitl.ee. 

;-\eoording to ~lr. Paul Stanchfield, director or reeear<b of tbe 
~1•chipn Unemploymeot eom.,._tioo CommissiOn, oomple .. ohut.­
down of &he iodu!-t.ry will meen unem~1~J'1Dent. for approximaltly 
277,000 auto workers in the State of :\licbiga.n alone. 

Abou' 'lGO,OOO WU'tft'l 'frill be unemplo)'«< (o Mlcbilan btfore &.bit ttad ot t.bW 
781' M a rauJt ot redueed produetlon quou. ud material 1bort~op~a •h.lc.ll 
tlaYe l:ieeocne tvtn more ~tvert •ll'lct 1M United Statee' entrt ln&.o •M war. 
8urv~)"' tnA<Ie before Deef'n\btr 7 had 1bown thAt ~~--· UtH!rnptor,men\ 
oould be .,.-!*ted lo Ute Stat-6 a~ about. thla tlmo-but. t.be pTe-war ML lllAIM 
a ntlc.lpal.ed 1('1(111 lhan half ot the C!llOriUOill volume of t.bor diepiAOf-rucm• wlrleb 
Ia Aehtally t•klng place at. thla very moment.. 
• ln tho w~k Uiat. ended Dece.Jnber 20, /)rtllmlna.r,y report. Indicate tb.allabou' 
110,000 WOI'kera filed c.Wr'nl fQit unemp oyroeot. compensation-an IMtt ... of 
about 70,000 from the ~In& -.·et.k.. J...,.-otr, tbla Wile\ wUJ be at. toM' .,. 
bN.v,.. A ll)eelaiiJU.n-ty 0( tbo majCM' pJant. In Mieb~'• autOmobile lnd\tl.tr1, 
toOmplet«l I.Nt •t'l'k. tbo•'l that 1&2,000 o1 the 331.000 worke,.. em.rt1o1f!d b7 
ttw.it eomPillt.ial before ~her 7 .CII h&" btoeft laid oil by t.he tod. o( tbe 
)'Mr. At ltM&. .fO,(JOO more wotbn wUI have btea Wcjf olf by other p&a•h Ia 
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SECTION B~KMPLOYl\UlNT IN TilE AUTOMOBILE INDUS­
TRY UNDER TilE CURTAILMENT PROGRAM, S EPTEMBER 
TO OECDfBER lUI 

INTilODUCTIOM 

The evidence presented at. the commiuee~s bearings held in Ottro.t 
during Stpl•mber 1941 indi••l<!d that on l.be basis ol the produttioo 
ol p....,ng<r automobiloo, u tloen ocltodulod approximatoiJ' 176 000 
worker~ in t he State of Micl•igAI\ alone would\,; thrown out. of civflian 
cmplo_ymeoo~o by January 10<12. It was MtUnst«<. t hat eJHploymen~ 
in dc.1h\ll&e industrica would bo inc.reMe(l by 7S,OOO, leaving nt loon 
100 000 wilhout:. work. 

\\' ilh the s.nnouncemc.nt ol tho 0. P. M. fu.rthar _roslricLing J)•·oduo­
Lion tll" result or the out.brCftk of v.·nr in the fo'a.r East. and tho f>QIIi· 
bilily ol complete stoppage b004UIIO of a rubber sborto.ge, th•(><!""P«­
th•e u or St!pLtmber 1941 bu C()mplet.ely cltAnJ{(!(L To bnng tbit 
record up to date reprt."'8eelLativN or the auto industry were in.,it.«< 
to appoar ot the beanngs held in Wuhinj~;ton on Decomber 22 and 23 
to pt'('liMt the most. rertnt figul'fll available on defense employmtnl 
in lht~ auto induslty &nd to r~naider the eituation in tbe lig:ht or &he 
rurtber dr&sliC CUI. and the I)Oi!lllibiJi"y or lWenlual complete ee.ation. 

. ({ 

Tt.~ committee was parlieu.lari,Y inltr~tedt too, in learning whetbM', 
under the impact. of aetual curtAJlmC'!nl or civilian production, the ut.e 
or defco!oC ernpl<?.)·tncnt was mnrkcd!Y iocrcaaed. This wu tho e.x­
pocllltion o( tl1e Dl, .. isiou of Civilifto Supply. Tb&oommittee did no" 
rind this to be tbo eMO. Tha cttimatcs of defense employm~nt. l} l'&o • « 
eent..c'd by indh•idual ml)nufneturcre 1\t t lto &ptcmbcr hearing PI'<IVt.l(l 
on tho bMis or netuaJ devclopmc.nl8 to be quH . .e accurate.. To the 
01tima~ of uncmploymo.nL then made, tJu~ ctroo.t.s or the new cute may 
b6 added to give pi'OSJ)t'Ctivo cmplovmcnt. under tha revised ec.hedulo. 
No inc~.ue in the tempo of war Jn'OC.iuetion in the automobile induttry 
it apJ>UMt. (rom the evidence to the commit.tee. 

Accordin¥ to ~Jr. Paul Stanclofi<ld, din>ctor of ,_.,.,b of the 
~li(liigan Unemploymeo\ Co1npenaatioo Corn..m.i:saioo, complete thut.­
down or the indU!try will meen un ... mployment. Cor approximl1tly 
277,000 auto •·orke .. in lhe State of ~liohigao alooe. 

Abo!•• 2GO.OOO worbn will be nntmployed lo Mtchlpn bd'or• the md of d~LI 
:ttoa.r u a reauh of redueed prodtteUon q1tot.M and material •hort.t,pW whltlli 
have l~nf' e~ nlOre MYtN 1lnte the United Stat•' entry Into tbe 'lf'ltl', 
Sur,~)'l!l tmule before Jlrtc,e.nllter 7 twl 1 hown tbat. l&~se-:-eale \tntmployn~nt 
eould l;,c, t'lr~ted In the State at. 1\~lt thl.t ' line-but. tbe pro-•••r et~tlutiiC!' 
a.ndt ii)AICI'I leae titAn tullr or the MOrrnoua volume ol labor dliplaoomflnl> wtdch 
I• aetmally tRidn,; place•~ thl1 very mo-ment~. 
• In the w-«'k that> ended Deceani:M!r 20, t•reUmlnary report. h\dJca~ thai> al)out 
11 0,000 workeN filed ela.im• lot unemp oyment eompenu.tiori-'An lnetf:fM or 
about 70 000 !rom the pn'!Oedln& .-·eek. J.ay-olfl tb• 11ree.k •·Ul be at lOMt .,. 
hN"Y· A •pedal a:un·tr ol tho DlAjor J>l•nt.t In Mithi~t&n'• automobile lndu•tJ'f, 
~mpltted lut ..-.,ek, •ho• .. that 162,000 of t-be 351.000 •orkf:n e~nrtortd b~ 
lhr.it eo.o~ob be-fore ~mbe.r 7 • "01 ba,,. bcea. lUeS of! by the C"nd ot tbl!:1 rtw At kut 40.000 men worfltn will ha,·c -.. W4 qlf br othtf pta.nt• • 
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tloa o1 ....,_ wort.. who are ...-cell Iii ~ ootrO&)'ad.t to U.. ~ 
t.a YirobJa.a'f eo~ te:lplo,.._.."- IDOft Uu.al ~. o1 ~ -.. .. &te 
-c-pd (a dSArtbutJoa &ad. tbtntore. n.l7 \0 UJ t • u ... paoym.ot 61 & • (( ,..ll. o1 Lht fttu~ ellmiMdoa o1 au~ produoeJoa f01t Clf•Uie.o .... 

Mr. R. J. Tbomu, rop.-nting the United Automobile WorJwo, 
eolimoted tbo~ oomple~ ..,...tion ~f ci"!!iA.n produetion "'ould moon 
unemployment for 300,000 workers m M•chig&n and 460,000 through­
out tho Un.ited State~. 

ln the aut<>mobilo porto induatry, Mr. C. C . Carlton, p""'ident of 
t.ba Aut4mobile Parte and Equipment. ~1anuf&clure~ lnc., e&timi\Led 
that by January 31, 1942, a hundred thouoand workers would be 
wtcmploycd . 

Tho volume ol buidnMa ot the lnduat.ry i• really-very l"'&t.. r~ I• a billion 
doll.t.r lndllftry In orla:tnal equfpmeotln oorm.allime~,or ft. ww Ul, unlll the recent 
eatMlropht. 'rho repl.t.ee~ment.-paru buatn(IIIIJ f• Jbore Lhan & one-halt billion 
doJia.r lndu•lf1, a.nd we ~ould ... ,., u a rough SUeee. &h.a~ •U1hUy over 100,000 
people are enpeod IOk:ly ln the manufae&ure or tePlatemen& J)&rl&, and Ula& 
probably 160.00()' are en&apd In orifinal equipment.. Tha' U a rouah IUC. whleh 
~1' be wklfl b'{ 10 pt_teen&, bu~ i~ Jlvet you a.a ide• ol ~be altu&tlon. 

TbereiOf't, I QO autocuobiiM are produced, • latp nu.mber ot tbo.e pc!Ople wllr 
be tald Olf~ aJI ol them, becaU!IIl -.e are ebp«<d ia \.be m&aulaetu,. ot 
oriaiDal equrpnaent for trueb. &bel &btte -,a:m we eanao" _.-.,. you a deftaite 
divM4on .. to how run.7 people are e~ m tbt. l:llAnu/act.uf'l ot tJUe• P'l\8 
&ad ho•II&UJ' ht ~,.._, puu. Bot t'ertaitll7 100,000 peopa.. a.t a .,.., 
mia imlilllto, .,.. al~ laid olf or wiU be laid off b7 JanlW"7 Jl lo tbt utocaot~.,. 
part.t lndY~t,.,. Mur ollheet people ha'"e t10 dete:D~e •or* ol &o7 kind.• 

Dar&.KIE E »PLO'NE"!ft' IN '!'llB AUTOMOBILe I.HDOtT'R" 

TI1e follo••mg table wao aubmitted by Mr. B . \V, Anderson of tl1e 
OoneroJ Mot<>ro Corporation obowing defense and nonddenoe •mploy­
ment. in the p1anle of this corporation by community. According to 
this tab1e1• de({'nse emJ>Ioyment. has inereasod b_y 30,000 aince June 
1941 and os MJ><lelcd I<> increase by an addilional24,000 by February 
1942. Tlu~ oluninnlion or PASSCnge.r..car product.ioll would throw OUb • « 
of work •• of thot dat<o approXllllawly 120.000 workc,.. who were 
employC'd by this coq)Orntion during November 1941.• 

o~.,...,QJ Afoeon lottd UniUd Stolu ~'",to¥m•"' 

Cf•DI• lfiDC*T ...... ·- ......... ·- ....... ·-o.,...:::..._.GrJ ·- -- .... -~'<t'.'" .... i"t:" 
,_. ·- ~s-

.... ·- =- ·- ..., . ..,. .. ·- ':T .... 
'"' .... .... ·- .... . .. 

=--·····::::::::: ...... . , ... ... . ... ~ ... '"' .... rt,n.t ..... .. ... .... ..... ""' ~·· ..... ..... ... .. .... .... ""' :.=::~--- ..... ...... .... ·- , .. . .. ..... ..... .... u ... 
Y, T) ............. ...... ... ... u• .... ... .... ... .. ... •. ...... ...... 

JfAnOlf..U. DU'I:JrirU: WICBADOY 

Ge....- M._. ,_., U.ut.~ &.k• ~- COIIUDMCI -

On tho btaa:is or toatimony of representatives of t!to automobile tn· 
dustry U&c following lablcs "' ere constructed sbowwg the ch•ngo ~~ 
defe.n~ employment. 81 between the date or our last hearings an 
late December: 

S.plopt~t ia O•nrtol Mouwa ,...'"' i1t MUd~ Midti,o.a Cil~a u of Sfpft'I!INr 
aM N"..,...., of 1941 1 

-•u -..... u 
t: .. .. -· -...... --.. 

o.tnil.,,,~••••••••••••uoooooooooooo o••• • ~ r.: 
..... • -•••• •••ooooo£OO.Oo•••O-•••••o•• ...... 

~ ·:::-·· .. ··:::::::::::::···:::::. .., 
Stcfat.• ...t as.r Cl'l, •• •••••••••· •· -~-~··~-~f--::::=t--;~;t-.fi'ii01 1'.................................... ~~··' 
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In the ,case of tho. •'?rd Molor Co. tho l<Jot.imony did no~ penni< 
conttruct•on or a a•milo.r table. Mr. Robergo t.cstified tbn~ lbc 
~·!•pru1y wa.s Cbc.n ernploying 30,000 on dcfcnao work, 58,000 on 
c:wdu111 trucks IHicl other automotive parUJ, and u id t.bat 42 000 
would be laid off AMurning no moro pft88engc.r can~ wcro produ~ed. 
A~ the S.ptemb<>r hcllrings tlae ~'ord Molor Co. C8timated tha~ by 
Decemb<>r 1941 employmen• on defense would i<>tal 13,600. The 
flgure of ~.ooo given a~ tlae las~ hearing would indicate either a aba~p 
,.........., ID the rote Of productiOD Or 0 ~e in the d.usification Of 
defr1110 and nondefen.so work. According 1<> tlao t<Jotimony of Mr. 
Rob<>rgo, the company oxpoeu to employ approximately 63,000 
workero on delco.., by June 1942, 113 000 by DCC<>mber 1942 and 
auproxinutt-ely 120,()()() by Maroh 1943.' ' 

'I'hc Pnc.ka.rd Motor Car Co. was not. rcJH'CSC.ntod ftt l11i11 h(laring. 
Tho oommitlco cnde~tvorod to learn whotiHU' tho rostrietions m 

civiliRJ~ production ~frectivo. since tho September hearing bad ro-o 
1ulted an I'!Y sharp mcrtuc an tho allocation or defense work to Lbe 
industry. The taat.imooy or lhe indil·idua! aut.omotivo manula.ct.urer& 
waa in subs~tial ogreemen~ as to the d<gl'ee w which the leuing of 
eon~nacu had been aecclerated in the pu~ few months. ~lr. Carl !on 
nat<'<l the position of the induot.ry when he indicated tl••~ there had 
not. been t.bc planning nccf!IIAI'y to enable tJ•o indwJI.ry to t..ke on tddilionAl defense work.• 

I W'Mfl lllftOa hcwJftiD.Jif, 24, 1). .... , 
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M.t. Cuwrll. Do you &~tee lhat. our PI'OC!Ul'tment aick ot ~ bUltotw-t.be 

Qovt.nlwt-n'- lttelf-hu not. boeo Ill ~lve lo emplo1inc CIOO«mt t.o do UruJo t.blrlJI u It ahould have btfo? 
~lr. CAII,L.TO.,, I wouldn'" w&at. to rnakt tba-. tt~ot, Mr. Curt ... btuUM OW'.__ hM been to do wbat.evt-r ... cou.kt foe the Armr aad u.e Na•r aad 

Ot ~I'IIIUW'r eo.,.. lo l~ Oftl.et ol ProctllrtioD Wanall 1 "- ltl the &11\0-
aoQYt btaDOb. •• ban berm HmJW!d U.. b7 a ~' ptDII'UI. &ad ... 
biTt btU ttn~Qtba& 10 sa~ prtort\M aDd alotalioal t.o ..., our fadoriel tuMlai 011 the quot:u tba\ wue alliocatc!Cl 10 -. 

1 have beard 01 ."'~ lh.de .Plan.llln.l OD the qaeaUoa d wht.' we eoWd do &o 
take 0\"'fl' any additional l)uain-., You mw;t. thraya rt'~ber \lu.t \be pu:r­
t'haeinll and pfOC.UrtmeDL eod b.u ret:tA!d totlft1y wltbiD the anoec1 f~ o( lb. 
to\l.lltr)', and nor. In any plannin11 dh·S.~o. 

AceordinJ: to Mr. R. J. Tl!orn•• of tho United Aul<>mobilo Workcnt, 
00 c:Juau.gc bad token plaeo 111 ~he ternt>O o( war production t inea tbo 
eonuuit.L~e'• he~ry~gs lD Dotro1t.. Tb~ necessary dectsioo to eonv~ 
the emllng fac•liues of the mduauy had no~ yet been made.• 

)b . .Aa.ocoa.o. Mr. Tbol!!lat, al. ou.r *rln1 lo Dt.trolt. lMt ~btr, •e lo­
Yadpt«!d tiM t«eet o1 the order curt.aDinc riYillan auto PIOd:IH'CioG br 60 ~\. 
1lae klare 00 ~\ive UDttDDioJ'IDfDt wbleb )"OU MlhmiUc!d M. lbat t.l .. 1lu po'"ed. \0 tM an u:n~~. Cra-Cq \0 the l"teftt order fv:rthtr tellti~Jnc pro-

d~. ~.;.. pattlcu l&rty in ~rettcd in uldna you, u -..·e did the rtptf!eC!Dc.A tlvtt of the 
autor.:.obiJe lndunry yflliterday, wllAt. tltJ)I bne been Wtn in the lntC!rval 1ln<:~e 
our Se(ne.mber hearing to meet t.hCI lhrN.tt or une.tnploymeot. and lapfoa war IPro-
dueUon. , 

Mr. 'f11oa.u.1. Our orgat~laallon haa tried In every way to set additional work 
lo tbc lnduttry. 1'bere hu bee.n practleoJiy no\bing dooe, however, to rtUeve the 
fituation a$noe thac. t~t&rlng. The at.Utudo ol the nlAtmfatlUfttlt t thlnlr:, wu 
6~ y•terday by ~lr. Knud.en •htn he ,.id we bad bem at war onl.J 2 
wftb. That II a fact; yet evtr)'body koow.. aod bu koown for ~DCM~.U. .....t 
.oatblr. the dlreeUoa iD whieh -. 1lrtt"t .-.. I bt.Het'e be did ~ tbe auJ... 
-- tboiAd .. ,.,. ta .. ~ thal-),lr. AaltO&.D. A\ t.be Delnit IDCd!q \be dellrabilit.y d more priiDe C'!Oelnd.l 
iD Detroit. .... /requ~tly metltioot'CI. Jtave addltbW C!OaltUt. betft tef. tO 
tbe Detroit. manutaeturers aioct that aaeeUJ\a. to your k:ocnrJC!dctl 

.Mr. Tuo,u ... Some tank contraeY hlve been lt.t, but. nothh~.g will be done oa 
lb* jobt I would eetlmate. tor at leuL G mont.hl. That ll beeau• tho manu· 
faet.urtlrt Claim t.h011e contracts roquiro ti~ oooaLrut:Uon of now bulldln,p. l t Is 
sol.ng to take At leMt that long, and Lhey wUI have to ruah aL till\, 1.0 .na.ko 
abtolutel,y a11y • bowing at all witbJn 6 ruontba. 

Mr. Aa$OLD. We are partltularly ln\e'tfllted, In view or the outbrtak o1 war, 
In atarnln1 whet~r In your opinion. the f.aetort wbtcb you named In Stptember u rmrin1A« war p~nction have De. been etimi.Daud io tbe war tll'ort. 

~lr. Tao»AL I don' t quite u.tldt:rtt.and 1our qoe~doD. 
Mr. Auor.D. In the September a..riftiJOU outli.Ded a r.umber ol fa.eton that 
~ prualtn" ln \he Detroit llrt'll u btllll reetrktive d ...., prod~ion. Due 
they bfen tllm.IDated? 

Mr. T•OMAt .. No. "-U'""' Mr. Aasos.o. And ~rt.icular1y -.·e would 11\:e to ask wbet~. In yoor ·~ ~. 
the fac.llltb of tht. Industry whir.b ClOntrola ono-t.hlrd of the durable met.al !Jooda 
c:apachy of the NaUon, arc "beins uted In the mo~~t effeeth·e wayln th• national 
w•r~IJon. 

Mr. TuOMA&. Aro you Mking tbat. quee.lion -..·lth ~rd to r&•• mntcrla1 or 
m.aehln~ry? 

Mr. AIUIOLO, \VIth Te&t.rd to all pblliC'l(IJ ol operat~c?n. of \be automobile Industry. 
lfr. T,.o .. .u. Tbe prOduetivo ea()KI\t II no\ btll_l:IJ ~ at .U, U that It the 

qlltlltion you ..,. uklar . oeitber ln madilnM or buDd.iQp cw mea.T 
lolr. AL.,Ot..D. llun't. \here been tomt connnioo to ... ., dr0f1 
Mr. Tao.wu .. Vert little. 
M.t. Aa.~oa.o. Jn tbe e:.istlo~ radlim.t 
Mr. T•o•ua.. That. il righ\. 

I ...... lllir:WII ~ pt.,.., pp. toOHI(It.. 
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Mr. AaHOLD. 1 beUeve h wu tee:Ufiod yee:t.erday that tome of the parta bel 
~o~~embled in the newly buill. piAOtt an produced fo 'be old (a.ciJJtiel;, t. t.~~ COf'n'let f 

Mr. T ao........_ J t. If a ve_ry, very t mall pe.f'C'Ciatap. I have bere a _.,., h 
•bOWiwh&t It hapl)talo4. Tbil wt.re • from our l'tltareh dtput.:mat. I"Re.dioc:l •"'J'be Britfp Airc:ntt • ueinc all ;,.., machloe,.: the UudlloQ ~ ail 
- ~: Hudooo booobO<, abcoJt _10 - ·old -.:b.....,.; 1.1.,.7 Air. -~ .u lip oad ...... bod ... bo buill ....... - . .... - ~ - · Budd ....U .....u.p pattlr..:bullt Ia ....,. pi&A<, partir lo oAo1, Ia old pi&At ....,.: 
old lft&C:blnery. iD oe• p " UllibtJ 60 pereeas. AeW ma.ehl_,-· Paebrd &trt:rafi tnllnt, MW Jll;l.cl)lnery In new ba:Lkiiap, few depart~UI in Oics pl.t.o t. wbic:b.,.. 
on ain!ralt work u .. oW machine.., part.ieula~ly automatic ecrew rnathmt.• 
no lnfonnalion on Kelley yet. Reotnt. tun•ey Mleb(Au l>er>&nrnent of t.bof 
and Jndunry - howt In October te.t I only 14.• perct.nt. work"•eek in auto fnduetr 
dovotod to dcfcoeo work; • 1 percent In a uto parte: OV Ptrtent h• maebJne tool•. F. 

E.nmplcs of giant manufacturing facilitiee mnkin,:r no oontribiJiion 
to lho war efl'ort wera given by ~lr. Fra.ukenateen. 
~lr. FIIA.."~IItSKBH&!f. I would lib to aive you a rew tta tildts on tbt t'h,..., 

Corporatioa. I WN btre J'tll1~. aocl l think lOme ol tbe ftaune &i'"~ ~ to ~ the itut.. erroDeCMW. • 
I baYetomt ~~""on I be Dodse pknt, whh 2$,000 t!Mplofeas. h" 

not an ..-em.,.,. p&a.nt., It S.. a ma.nufaeturins plant.. Only 23 peop&e out ~ 23 000 
..,.. tftl*l«< irl: detente -~. &nd t.bey are workln, on the pna. That plarit. t. 
a huge plant; it bu t~endou. ftoor epa.ce, a roun~ry, a heat·tre.t. room a core room. a nd an excellent. mathlne thop : and yet. only 2:5 ~pie are ens~ed In dtrtniMI.' 

According 10 tbo indus try representatives it. " .. ould be i.rnpossiblo to 
perrorm finaJ assembly on more t han one al1irt.. Under the prese.nL 
ayatem ol oporation tho lull workweek ia now in elfec• only on bottlc­
ntek operat•ons.• 

Mr. A~1n::uox. r laan: never b-.n.t the fou.r .JUlie d~, Dr. l..amh. 
Dr. L..uta. I dte It OllJy boea'*' the Prt:eicteot, fn tht t:pMdl wbkb be .IUdt 

hamedtattiT after P~ lla.ti)or, mmtiooed \be four ab(fq: .. the pi of our war-tDdutlJ'y produetJon. 
~lr. ·-'~nllSOs. Pcraonallf.• l think four abJft4 would be a very i~r11. ,. .... 

ol O()tratins. 1be three •h1 "·or "nin.g.,.hift/' method, ~rru probably att•ln lh·o 
1naxlmum amount o1 prOducllon. Four ~hifta wou•d rnqul~ an etoossh•e amount 
of lOiL time a& a reeult or l hlft, ehangea a.nd luneh fi!C!rlodt, but the t.hrt'Hblft OJ)cratlon It the melt hod tha t we now h.A,·o in toroe. 

T h011o three ehilt~ are rumdn(t, In prac.tlcaUy all rMC~~. fot a days a wee!(. and 
on the~~eventh dAy at tbo preeent time wo are plekln« up 11~ laelc or rnateri&l that. 
wt &o.e during tho "·eek .. a reeull or machine brt&k-downt, or cfvioc the~ malntftlan~te to tbe equipment. 

Dr. l.Ax•. I uodt,.tand what you are dri•flll at. 
Suppoee you are operatlnc on a three.b.ili. bMil a l the ~t i.iJDe. wbt ~pordoo ol :rour tm.pioJ._ would be oa the On:t ablhf 
Mr. AI"DD!tO:c. 11uit. wou~ ckpetld ent.imy u))Oft the produet you are maau­

fAeturin&. h Yould c.hup with eaeb type Of materiaL Aa &a illuslnltlon. W 
rou'at'fl prod~~~ ahellt, .. -. are, you eot~ld ha,•e a n equal number ot employ• 
Oil tach of the three ehlfi.l,bocau..e tbero is no M&C':Ulbly that. gON a long with tho manufaeturt~ ot a eheJI. 

rr you had an a.qewbly operation, you oould probably produee, or ratl~r ~mble_ on one ehift. all you could prOduce in the 01 her t.• •o ablha. So that, 
logically, you wouldn't. ha,•ch he aame numbet of employee~ on all t.hroo thlflll. n r. L.u••· Do you think the,.. I• • margin wilbln whrch vou ~o 6tt!p up lbt ratio, to tbat. the fi rst •bJit, ro., example, would not be out o} line wltb the other 
thfrta1 That is to M.f, by rt«pnbjns rour produc.don l)l&n~, would it be pG~~~~ible 
to lnertue.. My, from a tc-bedule fft whie:b Ute ftntt. thlh hM SO pereeo' ol tbt worktt~. to ow in. wflic.b 1M ISrtt 6h.if1. You.ld drop down to 30 puoent a.od Uw otMr •hltt.l .. ould eome up? 

, . .... ...,_~Pl."-P MOL 
1 \\MII~~pt. ,_,, ........ 
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mobilo W'orkera and eubmittecl by MJ:· R . J. Thomao. Thio labl 
shows that at tho prceont time maehin<>-tool production would b • 
doubled by the inelltution of a lull 160-hour work-week." 0 

ToW. -t ... III«AIIIM 1M. s.a,.4 TM •1111 Dlf C...acU' ...,_, 
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Mr. Wi• hort, of thoU. A. W.bt<stifioo that up to a few wooko ago 
7,()()9 too) rnak~rs in lho c:.il.y or etroit were eng&gcd in rtgular auto-­
mobile production. 

Mr. W1:!RAft". One t-•c::epclon m.i&hl. be nude tben. You bad at leM& 7000 
tool makm~ l.n I he eitr ol Detroh a few •f'tb ac:o wbo .,-ere enp.pd i.D n-Paa-r 
a utOBM'IbUe produedoa. With the esu1ailmeD.t ol tbA& rqular prodllc:tioo. 1" 
wlU hne &bal fOII'ft ol7,000 tMft wbo eaa bo I"WUQI launtdlateQt 0\·er into the lool and die wort inY"olt>ed In thLI OOD\'t:nioll propam. 

~lore than that, o/ oou.-., JM union hai "lfOf"kedouta.sret:mt:n&eoa u~~­
th.t.t 1•, raiidn~ producdon work~" or macbioe-.hop operaton to I)Ofiuon~ID the 
t.oolrooto .-t~ &hey can oontributo their tervkw on •pociJJII-td operal10111 In 
t.ur-nhiJ( out the toole-, dko., •nd fi:rhlf'Cfl l"leeteeJry tor <leten~e convc-nJioo. So Wt 
don't think lhst labor, In tha~ p.artleular pl&ee, wiU bo a bollleneek.u 

llELIANCE Os NEw PLANTS Foa W AJt PaooucnoN 

The following tabulation tubmittoo by tho War Production Board 
analyzes the extf'DL to whid1 the war cootn.cLt let to the automobile 
indualry throogb Docembtr 1941 depend for thoir production on new 
pt.m. and equipmeoL or on e:tisting equipment. 
.............. ......._P'Ltt.."' ..._ 
• " ' MhlntlM lllfoowiliD, pt. !1, p. "''· 
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Tho ,.bovo dnla show that n. major portion or lho war contracts to · 
the iudustrv depend on the construction of new plsntt end the 
installntion 'or new equipment.. 'rbc negligible reliAnce on convtr&ion 
of txistin_g racililies to the production or armamcnll il tho•·n pat· 
tirularly m the aecond ta.bulationt -.here contracts for items limilar to 
the nom1al produciS ol tbe indiUiry bave been excludfd !rom the 
tnalyru. Thi• tabulation &ho .... that bnly 7 per«'Dt ~( !»Din<~ for 
oo-nautomoth•e military itf'mt were allocated to txasllnJt faahues 
v.;thou&. record of nc"•-equipmeot purchases.. More than SO percent 
or 11U military contracts (e.xclush•c of a utomotive cqujpmoot.) awarded 
to the indu&try either involvOO tho construction or entirely new 
Go\•ernuu.mr-finnnccd plants (03 J)CI'CCDt.) Or tho (>Urrhnso or new 
Oovcrnmcnt .. financed equipment ( I 0 percent). 
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SECTION C.- PROCUREMENT AND PRODUCTION PLANNING 
UNDER THE OFFICE OF PRODUCTION MANAGEMENT 

IKTRODOCTIOH 

Prior to the .,.tablishman• of the War Production Board tho ~·• agonoice cha~c<l with tho !JC>nvorsiou of industry to war produclio1~ were U•o Office of Producllon Management and the supply eenicee of the War and Navy Departmenta. While t.he foMDor wu t.heore~>o cally responsible lor oonveroion, the aupply aeni ... t.hreugb their coo~t. po~·~n e:cercised the ultimat-e authority with regard to pro­duction decuuone. 
TJ1o Jo~xeeuti vc o•·dcr wbicb set up tho Office oC Production Manage­menton January 7t _194.!, assigned to it. the specific dut..y to "fonnulate planA. ro! tbe mob•hutJon for dele~ or the producllOn laeiliti .. ol the N~oon an~ to t~e all la••ful action nee~ to carry out such plano.. Dea~•l<l tbts . clca~ut mand.ate and U1o obortage of mw p:anLcn~ls foremg tho mereasmg eurt.aahnent of tho consumer good& mdust.rios, no p1·ogram had been developed for t.be ayat.cmatie oouvu. ~on or any sind e. c~ns~er dura~e ~ indus~· to war productlon w ~e D.IJ:'~nili.t aanee all o•ruz.auon_. By Septembt:r 4, 1941, a Special ~la,•won was set up,, l)y Exccutave order, within the Office of Product~on Man~c.rncnt to •nture that ern all plaot.e hitherLO excluded ~m .wor.produ~t.•o_n would be uti.Ji7..ed. 1'hi.s dh•isjon, the Cooh"fLct.a Dllt.nb1fi..!~D D'':'i''on, was furthermore charged with the specific .... pof~f:tbd•ty to . deyclop programs lor th~ oon••eraion ol plaot.l and mdustnes from CIViJI&n lO dtft:nle producUon wit.b the a.ssist.anoo of the Oove~eut, if necessary," and atac.cd tJtat tJ:u~ di,.,.ision wu Conned .. to Josua;o unity o.r policy and ~rdi.na.tod cons!deratiou or all rt.Jt~\'llll~ facto111 ln\'O(ved lD tho rormulaliOD a.nd C.XtcUUOD o£ industry coovenuon programs and comract. distribution and luboontrac:ting )>~Urea. All tueb p~m•. or prooedu1'81 aball door t.hreug!L the Dn·~.&•on o~ Contreca. Dastnbut1on." A representAtive of the Office or Produe t•on Mnnt~g('mcot. opJ)eared bcJoro the couuni Ltcc on Docem· her 23 nnd reporwd that ordy the smallest of tbe eon•umcrl durable goodt indn•tries ' had been converl<ld and that he bad no knowleclgo ~~ nor had deared plans for the systematic oon,·eraion of a.ny other ooduetry. 

Mr. CtJIITI&. Mr. Wht~ler, I " 'ould liko to call your ftt.tentlon to /)ft8:C 32 or our ~ul lnl~rlm N!J)()rt, which include. a IL!t. o1 only eome or the lm usirie.ll " 'lllth, 1t. WAI' ~~lltr~Uy ~nl.ted, -..·ould be c•trlailed. You wm notice that lhe domftt.k!; laundry tctutpment W. virtually at. the bot&om ol \hilt lilt, wllh appro·daaattif 10.000 , ":ou.ld .rou tt:ll ua • -btotbH ("0111\m!:ion ~ ba\'C btoM de\·doptd by sour J>niuon 0! cte.red l,hroud•your DivWora, ••th reepoel to AllY olhM' ot the ind•tetrit~~ Oll thu' lh.t, or m ra.et for anr other eot .. mner durable kood.s tnclu,try? Mr. Wut:~:I.CR. 1't.e 0 . l'. M., of " ·hich we A111 a t>Art, ll'l ju11t no"'' apJ)roachlr~• the f1Ut"i11on of COI'l\'('nlion In an lndt~try."·ldc ul&rutr:r. So far. with our lln,ft~l $tafr, "r ha,•e 0011~ntrat.ed oo dilltf"fMMO: area. on hf'lpto~ pool' that ba'e btt-11 oncanlatd, and In t.ryln~e to ~ primf' tontracto;. -.o •ubc-oatraet ·-72 
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\\'e ht.\'e uo~ bAd dtc at:.JJ, u yet, but. -"-art buildl••• h. "P ud • ·e bavt a t4J JIOIII' tbAi. ia adeQuate &.o 1Lart ln, to tackle(\ lnduetry by IDdu.rtq and that . tbt ~ \he.\ i.be 0. P. M. ba.4 ia mlnd-\0 brfa1 do•• t.tre ~ pr.aee d. " ;... (reD eKb ol &.b& major lnd•lriea. \o p:\ ~ wttb ~r~~e~Dbm fll the ~d the .Aru\7• and to <lewmlne Jvn trbatt~ ind..,._ Ct.D do. · )1r. ('oaTil· ln other wont.. U1iil laundry equipment lnd~lry Ia the only 

11 •I• in that. 1_111&. whore OOJWe,.&or. h~ hCOfl cocnple.t.edf tl-~d WH.C&LIIIL That. iAJ \ruo or tbe iodualry AI; a w-110~. Wa h• ve toovt.rlf.d ..11\kJua.t plao&.t ln othe1' lndua&rk'IL' 

.o\d&SC£ or Pu1\""b'L""iO roa Cos\'EUIOS or TU& AU1'0liOfllt.& 
I S"DOBTRY 

1\'f!Limony of industry ami labor repl'~Ultt.th·~ of llw auto iudu.-.. ,11 1umma.ii&ed earlier lD lhe report>, shows thal by the end of Dt!tMl· btr'llMI only en inaignifitant proportion of au~omobile.~nufac.~u~g r1c-dities ba<l been converted to war produc\100. The lDlpo!Stbthty of obtAining convenion by limited curtailment. prognuns was dCKribcd ~y ~ l r. P•t tcreon, Under Soorotary of War. 
Mt P~oTrt:JL&OH , I can add j'*lt this.,. Jt. doe&n' t come from &be iDvta.tOf)' but 

1,.0. iay owa loquJriel about (\ Jut •Pfm&o AIMl I tu.'t ~mbu wbo told aw, .,., l toq_uiml rrom a &OOd manr people. Mel I SO'- \be balon~Atioll tbel ,.._,from 
1o 1.0 20 percent ol tLe t.oola that were fi3:bt. there ('OI.l)d be f'NdilJ' COQ\'CN.c!d. ~ow, l. of oourw. ba,·o o0 lnduatrlal kno••lt'dge or ~· o•n, but tltat. tee1rlC!d to be the conseosua of opinion, aud llnqulred frou•• good m.n)' people who OIIKI\t to 
""~:.Other t.hin1 I wked •·u th'•: " How mucb benefit.,... we coifiC: to p:\ frOm \WI cut, a eut that ouch'- to be IllUde lD lbe prod~tioo. fll ordl.urr automot.a.r• AJICl tMy aaid \.b&t. i.tWNttbet\lt. .-u •re·ry ~. DODe iU. ..U, bte&Q8UMb plaat would be «mtinulns tO make U• oulput ot a.utomobilel!; tbc! oo1y dilfm"'DC!C! •ou)d be tbat they wouldn't • •ork N many ahilt.e u th~y did, bul.> tM ~~&me t.~Kmbl)' ur1e would be t.h4lre lor produci11g, tAY, 50 peft'(!n& Instead ol tOO l>ti'Cleiii,IU.ld lll4l)' taJd: "Unlestt you ara KOiug to put. .ome company complettly out ol b!JilllM'tf and pa.ee the civilian demand on tt.. otbet pla.nu. you ha\'e 104. tO cooftrt the •bole plut Ot oooe. You can't lnte""P'. lbat ..... ~1 l!JM: Ud lt.no lbr:• swocha'! ...,. •u&oi:DObiiGI &.nd. 80ltle otber thing a\. liM -.me tliDI G~a\ of that~· n.t ~ to me tenilble. • 

The above 8lMOmwt or tho Under SC'cretary ~r War ~~phuitcs thllt. pltmniog lor convenion requirctl concent.ratlon of cn•tJut.n pro­duction in a few plants and complete tonversaon of others. On the olht-r band eompe.ny n"prteentath·es. ••hr.n quttliontd wbe_Lhrr thry h1d curuil~ productton on a unifonn plant .. by.plana. ~· or by shutting dowu IUld con\'C'rting some pla1~t1 ':0 v:ar produc.tson 1nd con­linuing othct-s on ci\'ili&u JJroducLiou, uHheated thflt. they lto.d ,1).1'0· <ee<led by th• fonner mo<hod. Thoy added th~~ a proper. dt..,llton would ha•e required provilion for tcbeclults or nuhtary ft<iUtf'f'mrnll-. 
This had never been done. 

Mr. Cua,,. Mr. Andereon, In wba~ •·•r did )'Our ()Orllf,A•'Y conform to ~he or• l~r of Aug_u•~ 30. eurtalllna automobile J)I'Oii~ IJonf ~:"tAl Y:J 1C:~~~~~~~ will• tbat order etrccted throu~h the thut-<lot'n Cled to,:: ~don in all piAnttf \ration o1 produet&on ln othe,.., or through rec u h P ._ u rtdl.lCied prod~ ln Mr •• \~o~;uo~ (~ntral M oton). GeM-rallJ ' ~IO•tbe Uni\otd Sta\41 Oo"'"· al pb.nu._ OS:tf~X the plant al Buffalo. whSeb ..., ......., 
m•~Mnt. Tba\ .--u an &IJ!IItn'lblfl>lanL. 

11 od . • ot uy ~lr, CL'RY'I~ ·l'hen does 11. follow thai -.•htn • ·e enrUl ll~ ~:~'t!'maiertl'l; l)lll!llt'11ger cans, eo far A$ l..h«: detente program Ia conct.rtH.'(I alr!J,~iiout IUid vfe do not M\'41 that. e<1uip1nt.nt toM eonYertcd mto P 
' .,._ n. w-...... 1, ~' ne-w. 01..-...., r...,.. ~ oe.r" ,.,....,. ... lC---.;.-~ ~-· ,.,. . -. .................... pi"")i.p:-M4i. 
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Mr. AHU.Oot, t doe'' follow your qUflldoa. • 
Wr, Cv.-nL J uDde'rRood you to •..r &.bat. Ia 70Ut ~. tbe tu.n..ll ..... t •• 

f!lff!d.td throuch .n tM plant.e alike.t • tl[ 
Mr. AJtoauow. 'l"'bo ~ral aebemet uoder red'uetioa, would bt tba t 8rtt 

1011 
~ 

would ~ lt. lt.ra.lftbt lh:roc&«h. Our- PfOOidiU'8 wu &0 C.C o« OUl' ttm~ 
tmpk!Yf'8-tbote not h&Ytnl &DT J».rtioula.t teniorit71&a\u8.. 1'\ton we WOUld l'7 
to run the plana. on tho basil of 40 boo:rt,. and tben perbar.' drop do.,. to J2 boura, 

Mr. Coana. Would that. poltc7 not. make li impoea(b 1 to too vert tome ot that. toQuiJ)IIM!nt. Into war f.rodueUont 
~rr. A~~tDCQ>OH. No; beeA~ much ol our oquJpmr:nt Wat converted Into _ . ._, production. 
Mr. CUIIITIIl, Mr. CArlton, how did you CArry out. th&t order or Au~tun 30T 

WAS your oompllanoe In the form or a &eneral alowlng up, or tllu~r-down, or dld you cloec tomo J)lantt enllrely •nd eoneeotrate In tho otbel'l? 
Mr. CAMt.'fON ( Motor Wheel). A$ a euppUer to praotle.a.lly every JnAn u fACturtr 

or J)Me(lnstr t'.A,., we wem &IJeeted more or lett by O''to:ry OM ol them, a.nd lht.t 
raeulced In a (Jt':n4!ral c:urtalhtlot.nL it~o all of our plat~tt. You wllJ l'l"d, Jn tbt pa.t'C.il 
plAne., more complete 2+-bour layo()ut.e t.hao io the other plant., I bC!IJe,•e. Tba.l 
tt du41 to the n«M~hy of the parta ren!'w being a lltUe rum nc,:lb&o; ao that. u 
production II redu~ he c:a.n fi-rllt cut. hia hours on all thl\.'4!: 1-hlltt, ano oventuaJJr 
eut. one ehllr. orr entirely; And lt. bas bet:o ~y for u.t 6r.-t lO cut tbe bou,.. o1 All three ahlft•, and then to drop ooe ahilt. 

Mr. Colrl'at.. It oonvtn5on to war produc:tlon ju.-1. .. n.ty uadtr that •r-tc:m 
N It )'OU ma.dt your turWiment tn A porttl)o of rour lndwtrr a.nd OORcet!llrated lbe ~lnlna dviUan produedon in anocber partr 

Mr. CAa&.TOl'C. Unlortuna.tely, iD our IAy..out. what atfoew one ..,.,.IIWIII 
a.lftclt a.U 6eput.mentt equally, and ~umtly our cltftoM work, tOme o1 11, 
.. &akt out on a 2-1-bour bub by "-"QUC~~n. S'moe tbe os:nt:nu: ot the war, we ba.-. 
bad wcter. lf"'OD \he NaYyto cec into a full24-bour PfOdut:Uoa A4 r•1~1dlr .. poiitl­blf! Mel that It belna done. 
~ .. a erne qu..tloft .. to w-betbtt that •bovld be e dart • ~ or 7. 

You run rour automobile 10 many ml1fll a y-.r ADd you bne pJMty ol Ume to 
t-. 10 rt:p&lr that. automobile. Jf you put three dril"et~ on rour aut.omobUe 
and run your automobUo 24 boun a day, you would flrwt be mec with mlnor 
broak-downe that would ft!duoe your number of mile~; IIC!oOndly you •·oukj ruoet 
wJth a maJor tw.ll-do'lll'ft that •·ould require a major on·rh&ul Job. Ttl~ mu.rt be .ome tCrl,4IIOr repalrt In tbe 24·hour period. 

M•ny o1 tbNO maehlne. are automatic. miraeuJout thh~,p h1 tbefr product &on, 
for Instance, ol 11hell Mlfnp. They are very deJieate maehfo8. •rtl41)' ffi~ulre 
ccmalAIIl Alletltlon a.nd ~·atellfng· and witboUI. An hour, Or 11 hAlf A day, or a day, • « 
ooca.lonAIIy, to overluull them, lhOf<l machines will l>rt-ak dowr~ arad productiOn will be oompletclv loll tlnd e'•eryone IAtd otf. 

Mr. CuH1Ut, r\1r. Conder, liON did your company tontouu to tht. AUIJ\I•t 30 eurtAihner~t ordtr? 
Mr.' Co~tCoU (CIIrfllut). We had a eurt.ailment in eaeh of our plantt, ratberthu 

a di!ICIOrlllnuaiiC41 Of operatlor1a In Ao_y partfeuls.r plat~t. 
Mr. Cu•1'1t. And do you chink it would have been Jl'Otllib&t to couvert co war 

product ion ju.t a.. e ... uT. .. If you had lafd it out In 10m• othet" rna nne..? 
Mr. C<l:oo'!A.. I don t 111te how anyone could ane111tter that flllnttlon wlch<MII 

knowtnc •noro or 1M lac:: c.. F« exam pie:, we ~bt to know what war PtQfhtf'­
tlon you want u. to do. rr tbat war production wu partltularl_y 6daptahlt to 
a ftrt.aln plan,, naturally it you diltondnutd oprrral.ioa. in that pl&ol, you·~ 
~ ab~ 10 ao on wfth ck:te,_ work. Oft the oc.btt band tf it ........,. a 1~ ot • .,... 
that "Wr&ll adaptable 10 .. ,·c:raJ plane., and 700 ~'TOUt produedoo In all 1.._, 
plant&, J'OU toUJ,rt " ailnd ju,rt u ftU thal way. 

~lr. CllntJ.. And h ..._...., po.aible, or al te.at h IJMn't betn .,..SIM u~~~ 
date', to know what dtl~ '»ueine. rou could tta,..at the time you W'f'f"t aaaltl..,. 
your 1Unt to tut1a.U C"ivUiaQ buliDC*? 

Mr. Cowou. That t. fit;hL I doft•t thinl: lha.t that ruethod ol tonlpl.fh-'• • itb c~ ordff hAt .Jo•t'd up I be deftnte work. 
Mr. Cvan.t.. \\'A..1 t.yourann·CTtothac.pJ"'O))fdtlon. Mr. Waldron? 
Mr. W AL.DMON' (Jiu~). We only hne one 8CL of plantt; •-e are noc like 

Cbn·sarr and Otnf'raJ Morora; •-e are a •mall unit. • 
tr.tr. Rou~eatc (•~ont). We sot alate at•rt. alter the eul in Ausu•1 an~l•"ff rlldn' 

eurrall ernployn.('nt to any Ntteut until v;e caught> up, hr raet • c lu.,·e.n t tllrt•l~l 
t'UI(>IO) tntut to any eMt<nt tu1til lut Wet>k, I would My. 

Now our dt'fNI!141 roru raef" t.,,,•en't I)Ct'n atf«tc..-d IJ+e<o:&U!IC you tulgt•l r:all tlll'lll 
t!ntfr('ly IIC'f)lllnllo II'Otll lttc arrtontOih'tl OPf'talion. 
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C'AIIiog lor a grea~r dt lf'M ot Industrial m~>lll•at lon, tho Of6oo of l'roduc Lion ManAft'tO•trl~ today annountc!d ao 01'3l.nl.aallor1 eh•ntce deel$ned to .~ up eonver'faon ol civfUan lndu11try to wartime produeUon. 
The c~e lM•olvte ,,..,._rer ol lndu.strl.&l bra.nchet uftdtr the Dlri!!&oc. o( 

Civilian Supply and tbe Oiv!.lon or .Pureh.,. to tbe dfreet. lu.Ndietion ot tllot Dimetor GeOtial aad dM! ~te Di:reetor GeneraL 
No otbu orp.nlu doa c~ are made fOr the time btf._ 
11M pramt abilt a ppliH oaly lO the ioduatrial bfMtbot ol tlM Cfvillaa ~T 

..ct Pu.rehuea Di1"'WWQ, wbk:b a.re ~T eoncemed wltb nonmilitary ~hatt.11 
produt'«< by ioduat.riet tbt.t mu.t •b.ift evt:r roore raJ>kiiT •o war wort., a nd doN 
DOt alft"('t the tM!t-Up ot \be Oh•laion ol Materia..b or the Proc:tu~ion Oh·b;~n 

Tbe o\'f"r-all poll<')', pla.nnln1. a.nd .uJf fuoetlont of the CivUI.a.n SuPJ>li and 
J'urchMOif OivW001 rt-ma.ln tho flAme, aod theM fuuetlotlJI -·m OOCltinue to bo 
Ulldt!r the aupervl.,:lon oltho Pf'CI8tnt dfrett.ol'll (Ouugl• Maol(eaehic, flutett.A~~C&. and l -eo•• lleodan10n, Clvllllm Sui)J)ly). 

IJut. Lbe aeLual operatlna work or the branehe. themlllt!Jve.-alru~ at. eon· ven~ion, pr5ority a~lleaUor~. llmltalion orders, ete.--wUI be carried on di~lJ 
uMc!r"Mr. Knu<ben • a.nd ~lr. ltilhnan•s •upervk5on. 

Under tbe joint direetlon of Mr. Kuucbttt aod Mr. IHUman, eacb bra.ttm wUJ 11Pf'_f'd up it~~ inqu:ity Into tt-12 p~&a for the lndW1tr7 ~ 
Ooe ~ Skp wilt be the OYft'.aU de~inadoit ot the millirznua rh·fuan Pf"(~ChKdOD tbal QouJd be IUdt available. 
On the t.:i5 ol tbl8 clttfftolnatioa, each end·r;wodud bran.th. coordlna1.ed with 

Olhf-r b~ Urrough 1 he l>lreetor G~ and the AA~Ndate Direc:tor Ct-oeral 
._.Ill d~oen make e\'try dl'~ to l!hih tbe ~~"~ lodu•Lrlal ~JMldty lO millt•r1 work. ' 

The eha.n~ anooun~ today are o:rganiaallonlkl and t.dmlull!ltrath·e elumftOJ, 
and It te felt. Lhat. tho JJ'IIhhtlt or war .Production a nd couve,..,lou u (A!ft '" J~lbto t"AII bo tal"rled On moro ttlllOOi bly under the ne>A• Of'itllllla.&dou.• 

L< ... than a week alter lhi& assumption ol P<roonal responsibility tor eon\•trsion on the part or ~lessrs. Knudsen and Hillman, Mr. 
Knud~en •PP<&n><l bc!ore the commitloo and indicated that he bad no 
c:omprebensi,·e plans for eonvusioo of the automobile indu.trr 
which is one of lbe fir~&. industries whose eonvenion be and\ tho 
Aooociate Director General were &mUJging. ~lr. Knudsen in the 
lollowing testimony n>P<al<!dly empha&i>.ed tbr difficulty nttbcr I han 
nett~o~tJit,y of com·erting 1lic racilities of lhis jndunry to ihe war effort. 
Jlc decned lite uscJulut!'i8 or A comprcbonsivo 8 \lf\' CY of the (IU:.ilities 
or this industry in order to match tiJom scientificlllly against. t ho 
miliLory "'!)Uircmenta or our NAtion and ill! fi(;ht.ing allies. His pro· 
posal was lmUted 1.0 coutinunnee or the \ 'Cry ttetn·by·ilem and corn· 
pa.ny·by-.compuny procedures which had reetricted aocomplishmMta to date. 

Mr. Ceu11. Mr. Knud!oom, the Divisiora o1 Civiltan Suppl1 of tbt Oflkoe ot 
Prod11ctioa Ma.nact'DM'Ill •ubmiUed a i'&attment lot' our lletiolt hcarin""' brill oa 
thcl23d and 2->Ut of Seopwcn~. Tbe •-tat.ftntflt •• to the Mrtrt \bat a u1omob0r IUod~. •ho e5titnated bd'ore curtailment,...., annountoe!d that onh• 15 peree~1t 
of 1lw-lr U,*<':it.)' could be eori\'Mied to dd'wl!lt:, f01md IIIHJU reoone:ideration th.at 
.. murh M 00 pe~n" 0011\CI'IIoll WAll possib&e. LAI.c!r 0 11, tho aUI.tement rndt: 

"In order &o promot~ rt.'(•fliJIIO)'Ule:nt. Md &:peed dcfen.o produet!(ln, tbc Offir.~ 
o r Jlroduc:Hou Manageu•t-•nt ~ont out. a group or (lll@:lllC(!nl 10 lind Ollt. ,., t.c,htr 
AutomolJIIe manuract.uron~ eould 11roduee more de(oullt! IU•n,. .. " 

(•,.,, you t«!ll u~ whetht"r auy t(lmJlrdlcnah ·e ttudy h.A• tw!en made by an)',. . ., 
-.ceney ur bf t,he Army a. to" hat. II'Cit«:nt.age or t.be e.x'-tha• faclli,k• ol ~,;~!t­
e-ar J)rodut:hou t:lllt be C'OIIYtrt.NI to • ·ar producclon, a nd what ,-oluru~ of mtlJtArJ 
JOOCLi tat.l be m..anulathlrrd lr1 tht. wayt , 

Mr. K~cDSQ;. You an 8flkln.c me what. pcnentap ol the an\oCJiob~u-
futurinc f.srilitits n..n b. f'Otlvetifd inco m.Wtitioni" l:'llaftuf.w-ture, ls that i1t 

Mr ~t:ft'l$. That -part ollhcl que..tion: !'& 
lJr t\~1 OS&.~. Thtre if;p't. anrhody that. t rW>•• lhat.. 

• ~'-ltk!d .,, " .llllluD 1 . .. ......_ w.ttt...., '-' .... pt."'· w. ftf.Httl 
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Mr. KNunecx. 8tudf4» take a Ions tlmo. and ot&e-n Produce very llr.Uo 
18111 Mr. cu.TIIJ. DecaU!tO tho )Jicturo ch&.n«f::J by ibe Urno your atudy It CIC) t .. ~ 

Mr. Kt~tu05eN. 1 fetl &hat> we oua:ht. to b6 epeodlnc our time t&ki.n
1 

et.eb Itt ot dfl'~ munJUooe Utat. we want and &eL that. tprHd u much .. poea[bleo.J • 
Furth.,. emphaaizing tho diffieultits rather than the n..,.,..;t

1 
ol 

eonverting the au!A)mobile indusb'y ~ir. Knudoeo alated that lhe 
IIi tier .-.gime_ had lo~nd it impossible to eonv•rt !<> ""'r production 
any. ••!>"tanlial pnrUon or Gennany'a eomparatovely <mall auto. mobde mdustry. 

Mr. CORTt&, Hu clU1er 31'0UJl taken any ttf-JM to Mture thai. the Putengar-~r tac.lll tlca will bo convt!rted to lhc maximum d c&reo J)(HM:Ihlef 
Mr. Ks-o-D81:K. They will bfl converted u f&SI. u the toolln1 e.u be dot1~ Conver~ion meant lhat. lh<1 diiTercot 6xturet have to bo made tor the 

014
(Jdnt U lt. t'an be u~ ai a ll. 

I told your coUe-.uc hem the other day In the om~ about our u~ lA Ocnnany. 
I u.ed to be tbe ptttl~nl. ot Genera! )lotora up &o af.eer aDd a baJ:t aso, and 

wa had hrro (aet.oricoiJ In OennaA,J'. ODe was a truck ae&ory £o Braodtn::'~ 
the Mhtr one .-..a. a ~r fae&ory near w-~ and R~.Hitbhorim, whJc:b • IJO,OOO ~ C'al"f a JMr. 

You would t.hin.k tha~ • ben the German Co"W"c:mmtnt took o,·u both pla.11a. 
you •ould Ke&- the ~ret.t.c'll!lt ~.xamplo of efl'lcleney In C!IOravera'on. .-\ lot hal bt!en told •bout. tbat. Now, 1'4!:1"0 l11 what. happened: 

Tho truek fa.ct.ory ._ ... taken over fn toto, and hu beren workiJ1g 24 hou
11 

a clay 7 days a we.ck O\'er ~~:ln()(l, 
• Tho J>A!lSCngcr-ca.r laelory thftl had ~.000 etni)IO)'ect ~·u ahut. down. The 
fllf!rl wert) carted el~whe.re; the for;:1niJ ma.ebjne• wcm put.~ work m.aklnJ~; &mall 
lo,.-lnp and aiJJ>Iane pnl"lf, and 2,000 women were put Into plante makin, afr-o plane paN. 

That made a toLaJ employme:nt olabout oi,OOO peop'- out or tho n.ooo thq 
had bdore. Tbe bala.ftte wt.re carted awa1 to ~KNne olhtr ~­

Mr. Ccnu. What. happened to the radliste.r 
Mr. K~ttrD!la.oc . Tbey are tllll there. 
Mr. Ctl'lt"n$. Not. bei111 ultfdf 
Mr. Kl'trDS£,. Xo, a:lr. 
Mr. Ctrll1'l&. Uow rtet-11\. •"AA your report on tbltf 
Mr. KNUDSEN. Throe monlhlll(to.l 

Other witn.....,o cxpr0110d n cont.-ary bclior. They statod tbot, 
dtoepitc tho unimportn nco or the German automobile mAnufaeturio~ 
facilities as compared to American (acilitios, they were being fully employed. 

The CttAit'4Alf. Wht about. Oetma.r~y? Did they eonv~rLaulOmobile produoe-o t.Jon IO defeMtt 
Mr. TAn. Ob. yett. Tbe1 kaew Pftdatty wbaL '-beJ' were ROI:n~ co do Jooc 

btloN I bey did h. 10 iL wu JuJt a matcer o1 pu&hi"' OOttone ancl ckddins how to 
.. Ina: ovtr. Soma of tbe lt.rwo American planl.l were Mid to the last tor con· 
nhlion, but- that •·a.e .1lmp1J' 'beeau .. they made a p-reuy ~ood t.ruel: that wu eufly aoM·erted to mDI~.t;ry use. 

The 0HA1R.W:A~ . h Germany or England manur•cturln1 any passenger •uto-­mnbiiN now? 
Mr. TAva . Not. that. 1 k11ow or, 1lr, except. a-uch c-Arw M tAn lie ti..Rd rorurTylnjJ 

machine gunt or military I)OOI>lc. None is being made tor expon, J am em, 
b¢eau.e d1a ~mpany "·e were ~lated wit.h-th.at t., Opt.l- ia maldns nonu . . . . . . 

Mr. St-uJC.WA.l't. X ow. l •hou~ Uke t.o aY.'Jour eommot on tbe •Lat~me:o' &hat Mr. Knud::!en made to'*" )'flll.tenlay, that tbe two (kneraJ. Mo&.Ors plati.UI Ia 
' ............. ~ .. "" ... ..,.,....,.. .......... ........:;c: ;....,,.,...,..... 
'Atfol 1'\loa .. C':ldft, ~- ......... Q,_p. oar. f1 Ole A ..... t>r-.. ar.n&. ~ttl ,.,.,_._ ,.....,.._,._ ...... '-*'- ......... pt. ?4, p.tca.. 
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Woulda"l,. t.. able. lluouab lhll mecbod of taU- Da.nlilaetu,. to atru .. ~ 
tlfNllnfT ... """ ... bla ...... of ....... ._ .. il>d ... .y ..... aloo b•-
.... lit' ..... lllooaooodo of.-! ....... ~· ,,.. "'""'<Tf 

MI. KJtVMU. Tbo ont.r reMOD fOf" Ute bUDdiDI " \hat you ba.,. to ~ ... 
buBd.iAa wflb A crane t.o atinc: tbe tmltt ia that tMk, Tbe t.nk wqta. 27 .__• 
a.od It· r. sof'll u-p to 30 t.on.. You cao•t habdle It b7 haod You lta•e ~ 
ba"-~In, wftb a C!ll'atM ia it., You hav-e ab am&U ..Muractu,... fttUl 
the Nome tan It now1 and •·e deeid«< htt"e that we woukl l'(!l another h4c a.mbi' 
~ant.. But that OOND'" ~o the mttre lank mu.t t)e manufactured In t.blt pla.nt, 

Mr. l lt..rrilon oan Jfve you • U6t or tbe auboontracton Jnvolv(MJ In ft anrl •• 
0 will ftnd tbC!'te are pl4!nty or thC!'m, ' " It 

T-he N.tte:Dtbllns plant, with • erane In it., e1-n be bull~ In a very thort time 
You ~M~tm ~ have the Ide. that. the entilll maouf&<lturlurs>r~ or the tank wUI go on In that. bulldh•a . They wiU not. 

Mr. Cva'l'tl, I reaU.e •hat. But the ooly way tho.o p~ tan bo diA­tribut.«<IJ throu~~th •ubeont.raottng, l!lu't it? 
Mr. KHVDfiiiiH. Y.-, 1lr. 
Mr. CoaTII. The PI'OCIUrement. a,geneies themaeh·ee do not 10 O\ll IU!d emJ>Ior \hf!llletmallt:r C)OIIternt Lo ma.ko a pan of a tankf 
Mr. KJtoorn:c. No. 
Mr. Cowr1t. What do you think 0( that ideaf 
Mr. KHo~u·. I don't like It, 
Mr. CoaT.-. Whyf 
Mr. KNVOI!alf, BftaUM U Ileal~ '-PGOiribiiUy th~ t-.... 0( ..,.. 

O.llor~~ and It ltav-• t~ r.pGM(bflil.y few inspedkln tot1ffi7 wtth the~ 
'nat wou.ld be a ~rrifte Job. You would ha"• to haYe a thouMnd 1~ 
f'Oln& around the fOUntry to follow up \be exeeuUoa ol the di,_t .ubcontra.et tor tbt ~HYioea. 

I thtnk wbto 70U do ft throup the prime contraetor, and rou boW him ,.. 
ponatWe for it. U~oen you pt the _proper CIOOI'dlutioo. 

Your MaUC!IIUOa bu ._n tried. It ie bt'iftl done, T'ht Ena:lilb ha .. tried il, ~1 .,.. dOh-.: U. now, U S. ncK SUoces!lf\ll. 
Mr. Con11. 1110 F:n«IW'l a.re abandonin& tbe n•t.m~ ol ''U))Iodlnl''f 11»tr 

eaU that "csploodJn1," don't they- t.akin& a romp'\ex machh~ down and IC!tin& what. J)IU'U (!An bo made by variou. ma.nuCa.eturt"f''tf 
Mr. KHUDUN, Tht-y are oontratting din!et ~·h.b the pe.r11 manufathlf"tnt. don't. bclle,•e I~ will -.·ork. 
Mr. Cua1 1tJ,. Mr. Knud!M!n, M our Sl. Loui& heAtfng, one of the wftn~ wat a 

gentl••n11m who .tetmed to me to be typleaJ of the smllll mllnufaelul"f!r oUI, Jn lhf! 
Vllrklu~ Pl~rt• ol IJ1o Vnhtd Stat~. llnd be a rgued tluu. whettM a tAnk ~·ae a vrn· 
e<>mJ•IIcaled, bellY)' Item, lllld I hero were but a few conot-rrl-1' Uu\1 could t~t.kc oon. 
Lraew ror IIH'III, a' AlmOIJt ever.v Croeat()ad throughout the United St.ai.N 1 ht~re wtn< 
wnc«'r"" thiU oould very efflcicml>.: make individual r"'''' of that.. lie aald all 
theee thiii[CIIook eoml>llcated, but 11 yo11 break them down aud have an lndlvklual 
~rl. on the table, And notbh1~t else lu the roo'!

1 
It beccunee very tlmple. 

Kow, lhON 11mall eon<lt"rtl# thro11ghour. the united Stake At1!n't ~to4n# to bne 
any material ror civilian production. M.a.ay ot tb~m are manned by vuy able and tlrll5fd rneebMJe., 

Coukln't a IIJ'Ittm be •orked out whf:rf,by tbey could be aee:fcnfd tome olt-­
fot. without the Rf!t81:ity 0( geuins the contract throucb a Pfime contractor? 

Mr. K:n: .. c~. )lr. Odium wiU h&ve a man in """"' procurtlllotQl omt. (a tlw­
United StaiC'IIWhbln a \"try ftwdaya. Ueht.sbeen &iriqappronJ to tboMapPOlnt· 
mMIJl! that 18., DM'ft to ..W:t in tlotifts ol contt"KU 'bec.wtra~ the tm&U manuf'Kturtr aod the Procul"t1Mrrc Oftk.e. 
u~ wfJJ Jllaap.it tbe.a to the prime maouf.aetun!f, ao tba&. they wtu have a fritod 

Ia ~-" aow, 1'ber wlU try to abort-cut the distaoce bet -.eta aubconttvlot ud prime tOa,tfiC'lOr, 

Mr. Cn-nt. Do you tbink we «>uJd reaeb the tame vohlrM or prod~;~cllon by lbal mdhodf 
Mr. KJri, u-.~ot . All tb.t ti\·Dia,n manutactur£n«: In the t:nlted StlitC'II '-done on tbat. prinef1,k-, 

Mr. cu.TIS, Don'' you I hlnk lbaL the !'l~·~t~m or "(':X1)1odJn"" .-o"ld enable..,. 
to lne~ our volume 0( outpur. of · ·•r maebint$! 

Mr. KJrtVDtu:l'f, lt might explode. the wrong way.u 
" w ..tllt~rw• hHrh'•• 111. 14. '"" ttll fCIO. 
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war production. Conve:reion bas boc.n one of itAt J•rime t CfiJ)On:f bilit ice by Pn.-&iden~iaJ E:n.-cutive order, a nd the f1ilure to di.tchars:; • ( i~ wu v&rtu&lly ~dmitted bolO(<! tho oommi!W!e by Mr. Knoo- in tho lollowing '-timony . 
Mr. Cu1m:a.. Oo )'OU ..,;:ree In ammll with the fiJldjns ollhe oommlu.ee lbat to dfLI.O the g~a.t. lnduatrlal tNOUI'Citt ol the C"'Untry ba.veo't~ been put. 10 \ltle a.nvwhc.rt~ ncar I be o.xtent. t.hat. they might. t-.1' 
~1r. KN'vnsr::of. 01 couree they have not. Tho wa.r '- on,y 2 weeb old." 

FAit.uac o • TB& Sorn T S&avtcr.:s TO f'vaNJSB A Scnouu; or 
M .JLITAllY R&QUIREW£~"T8 

T ho Office of Production Managom~nt has ove.mled undu very d(l6nite limitALions in atL~mpting to di.AC:harge ita responsibilitY The aupply anna and military serviC'H by tbmr ~ntrae&. autborii · ultimat.ely control the manner in whic.b war production is aUoca:.:f. Tbel'6 he,•e bow further limitation8. Tbe Office of ProduC'Lio~ Mttnflgemc:nt. hnd orig-inally been or<l•\rcd by tho Pr...sid('n t. "t. Lhe t imo of ils orgnniution to 
•u.rvey. aMJy-. and 11um:mari.te ror pu~ ol coord.ioadoa the atat.ed l't'qui~ menu ot tbe War and Na,-y and ocher ~Jfopattmen'U and a,stodel o1 the Govem. mnu. and forrip count.rie& fot materials, •niele., and equlpmmt ~ for de!fen.M. 

AIJ(>ellring bofo•·e the committee ou October 2!t IO.lJ , Mr. Nd1'0n at, t 1nL Lime ExtocuLlvc Di~elor of ~Le Supply, l"'riorilies, and J\llo­eationo Board, whieh """" • policy-making board oul"'rimpoood on the Office or Pro.luetton ~tan1gement., alated that be -.·as endrtworing t.O &t'CUre (rom the military SC'rviccs ft compr~benSi\•C sehe,.'(lulc o( their rrquiromcntl. Mr. N't~lson a.t. that. timo em pltAs izcd thot. such a &efH'flulo WJUI prerequisite lor proper planniul! of war production. The Undtr Stcretary or \Var in testimonv before th~ ec:unmitl«. appro•imatdy I year alt~r tho origin&! eolab)ishmenl ol the Offi.,. ol 
ProdueHon :\lanagement.. slAt.od that. his agency had M yet nol 1,ro-- • 11 IHU'NI tlll 0\'Cl-r-flll 8c.hedulc of military requirements. \l 

nr. l •. ua,, I hA\'41 onf> Of" two Ottlt r que!~~tiO I'Uf, Jud~. 
The fl,..l is. lu tlwt f!JteeuUve ordu o1 Ja.nury 7, \g.&.!: "!htt:h I quoted btlore. aettlnc up the 0 . V. Jt., tMre I. a ~e whkh ~: "~lturvt-!'. anaiYI#, ud .-um.urbe for pufJIOIC'S ol coordlnadoh the •••ted ~ttirrmefttl ol the Wa r and l\a•r and other dtsMntment• and ~eneiM ol the Go .. emme-nt, and of fOft'l.-.• &O\'tnunentt lor mateTial•, anlelt'lf., and equtr,ment. needed ror defen!MI." I bc-llc:we thAt Mr. Nl'lson, te~~t lfy lns before thbl committee In October, • ••hocl that u vet no eue:h ilrhf'dule had IM!tn developed, Mr. r.T'TIIUOH. Well. it may not. havo b«n done at. ooe -'ttlat. but fo tolllid­erina: tbe Yarioul ilem~ot of~. • nd tbe plannlna fM the ...,..,..\e iW.... It hu bee:ii a.rried out rl«ht ~· Th&t &a. there are no eet papers that would * • the thlna in eoMOUd.ated ronn. . 
Dr. t •• wa. I bad reference t.o the e:ommltl(!C'I report. thowfn_« the neoot~~~ft)' for such an over-all rovlew at an early date. Cor11ldera t.ion wouiCI ~ taken of thl' eloeJna down or ei¥1Uan producUon on many front•. whleh lt already ~In:• 011, by e:ur ... llmtnt ordtn: It would ttqulre a ~d«atioo nol onlJ pb.Dt bJ' pla.ftt Or fl"f'll fftd~~ bt fftdi&Stry. bul on a muth more (Ol'b~Mh-e ~ ~ of I he f'Oin-erhbaUiy ol lbe metai·WOJ"k'lns e:apM:fiT ot I he eountJ')' •~:~d 1111 tr~nt­r~rabnlty from one 11'!1 of operaHont to anolt•er-.' 
The I\ hove tC!tl timony shows that at beet. the1·e w a8 available ft JJiocc· meal d~sc::.riplion of military noeds. In the abeenc:o or fundatntl~~._r c:omprthensn-e data on mllitary requiremtnt.A systtmatio prodlK'tton :: ::..::::.:: = ::·:::: = 
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1 nninl! i• virlulllly impouiblo. On the otb• r hand, tho n-ary ~ ·~~ omgh\ b... been lortbooming bad the om~ ol Produetioo ~tan~ent "'?~ved .or . the aituation as one rt'CIUiring tho luU . U"zation of eXJOUng lacilou ... 
" 'The difficulli,. of fixing ocloedul,. of militory rt'quirementa under 
1 chrwging i.n to.mat ional military situAtion which lu\8 exis ted during 1 t,• pl&t 2 1 months muo~ be r~zad. AnT ochodule wbich would /,: .• been devised a t. any limo during tbio period ,.·ould bavo required ~·.ton Theee diffieulliea, bowa"Ytr, eont.titute no .dequate reuon 

;:;'the ·ra.ilure to meet. t.h~ fint p~raquilite f~r planning the moat ,.trecth•e tl &t'l of t.he produc.t1ve racilitiCll or U1e Nahon. 

hc.~DIQU'ATC PRODUCTl ON PLANS'TMO 8T THE \\r All DEPAK'UUNT " 

The allocation or war ~rod.uetion among '"•r:iout f,lanta is thfl kty· siOIIt o£ production planmng lD the P.f8('nl pe;nod .,.. _u•n the chaf'c.ter r \Odern war rO(IUi f (.'$ t hAt rd ltbo llldUalna12ne ICI or lbo Nall.on be 1~oncentrated on t he producli~n o~ mili~ary 1. T he a~lhonty ror this allocation has 1'('8\.ed pnma,n~Y w1th t. e armf'd st"ICf'l ~nd tb•Y thus ba,•o played the deiAmninong role U\ the war-produttooo 

p~~~et. lhO prOduction r"CqUiroDlCill8 Of lllOdfnl Wftr, it. ~S IU .. 'C~".'Y tO h11ve a cornp~bc.nsivc c.xaminati~n of our.entlrc ()J'O(h U:li\'C ra~1hllet1 and l•bor supply and a syat~at1c ma~c.~ung or l~eac to ochHwe a tcbfdule of maximum pr0duc.t10n or mahtary equ1pmenL Bu\. '!ie 
t':C ril"nee and treining of I he supply braneb. or t.be.ann~ rorcte. 0 nof uip them for production planning. Tbe~r cxprnence,tS pnrnanly J' l'~d tO lhc dC'81g»iug or m 11itary articles anc) tO turn.mg 0\'C'r £or p:~luction th~e design& t.o &llpplit•nt. Tl~o rcsua ~! thtS IH'C?tjdurc 
11 1 eoneentration o£ the bul~ o£ produc:t.on of tnlhtary thrtlt ~ '( ta t c.orponuiol\11 v.~bo dettnnme connn10n p~~ on e >&~&!' O eo':tidcrlltion1 noi ('Dti:rcly confined to m~u~-:s of nauonal n~1ty. Under sucl1 coudition.s ndcquat~ l)l&.nnmg ts J)I'X'Chulrd as 11. lllus-­l•·•,lc>d by the following tc&timony wit It rt'$pE~t to lhe oonvennon or 
th~ automobile industry. ......_..~~_ •-t.et hi rou Mid a.t. tJ. •A~·•Uis Or. L.a.w:a. I would lite to ~~~ wb' ':::;::::!to ott ,._ Snot .,.. el ;rot;tt o1 rour mnarb. and &1.110 IIOUM!"""' IC' rr-1t-...e, the lut. l,.ragrapb on tN! fiM ~: 

In your prepru« l mt~m(!Jdl"t you •t.a~o-;- wiiA~ .,,58 eallml It• defeo110 l•roJC:rlun, "'l'he War Dei)Ulnumt < not. ,v.o LD 0 d <W'ithouL to1lllkleradon ol tbe -.tutlnc in the auMn)er or &0>10, WlthouL PW"•!" more tban 20 ,.ea,. the Wt.r Pf'Odued,·e t-.P6thY ol Ame~ S"ladUIM)l~nlt.!!. Board hu--e btoea condutti.q Dtparuoent aod the Army .,_ • avy 1t..tJ:P and .,man wkh a \'lew •uno.,-. ot Amtrtt&n ma.nur..c""""' ~ilhmero"'- More 1 ban 11 :ooo dift'tftnL 10 thr!r moe:t. co:trfoCtJ,·e ueo In munltio'r Pt~r:~~,~~,:e1 to m4!tl. Mpnt-i6o munition~ f'IJII\bh&hment.l were J}ll.leetOO u a rtJf!O t. 0 rdt 1 r the )tlrp<HICl" re<tufreme-ntt and Wtlnl earmarked on our 1'\'!CO 0 ~\·elrcd tbo.m.alor p&anLI In Tt~e commiueoe auumes 'hat In your eur\·~~t!.oufO'I ever detf:nn ned the r~ .. 
tbe automobpe lnduAry. Cou"!J..~ .. ~~.: eat~~ iadwMJ woaJd nine queMIOilll oa the MMUDpbuu .-
be avail&b~ Cor ,...,. p rod:ue:tion: .... ld bCI coo,·er«!<l to ,_.-ar prOCI\let.ioa t'Snt., the p-roportion of fadiiLIM toat. COO 
ehtlply on the luuill of jig! aud 1b:,uree; " 

..,... .. "',.. rt110tl "" C'f"-"'rmc ~ MTIIII•-b•" l" • .tic ..,...ftlt~~~~,:.,w;.~ rrf • --***-~« •= ....... liNd ..... .,.,.,...... . ..... """ ....,. ,._ ... ....... """"" - -.... ...._.,A __ ._ ............. .-•• ._~,. ,,..__., • "" .. --~ 0.. --~· ............ _ .... ...,.,.,.,....,._...,~ ........... ~ ............... ~ .... ""'" .... ~ 
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&ooond, tbe prOportlon ol major lrnpl~oLI of wa r, tuch &I t.&«:•U afrplq.., anUaJror'll' cuDA, and ., ronb, which cdbJd bo produced on tbc .,.. o1 ... ~ CIOQYf!Nfon. 
'"' .. Mr. PAn>a..Oit. I wru tu.m that qtlf!lldon OVtr tO Co1oot.llfa.r. Who ...... trr. ... _ o1 u. •vtttory, Mel kaow. m\K'.h mo:ro Uout the de&ai .. ot tt t.h..a r do ~ .... Colonel H.aa.a. A number ol ,...,_ .,0 &n t'IIWon. WU m.de by I be Air ca,_ tbe Ann.y Ord:rwt.nee De~at, tht QU&tt.c!rmt.fto-r Corpe, and the Corpt or J..\n«! ooert to fit their war rtquiremenu to the rnachfnet IUld toot. or the autom~tfv, · lnduJtry. There wt.1 a ApoeiAI oommflle(l e~~tabllebed fn OtneraJ Motonr' boto! om~ In De.ti'Oit, worlr:lnc with Mr. Knudeen, to Lalit whh our~~,. and our proeute~Mt~""plannfnc ~ Tbe wort whh tJaat comlllltt.et laduded a Cll.rthlf appr.IMJ ollbe machl-.tool equlpmeos, d-. Ja btu,.._ the .euboc;totraet~111 .ou"-"l'll., a.nd p~ all eatmeott of~ produitl\·e aet-up ot General Motor&. At one dme, within the lawt. 3 J'Mr'l, Mr. Knuct.en, Mr. Budd, and a number or the top e.reeutin~e or Oenerlll Motorw., CAme to WMhlngton and In the 001(1(1 01 the Under Secretary we111. over tho completed pl.ar .. for the \liNt of the autornotr,.~ lndUl!t"-

• Mr. I>.ATTtii&01f, Tbat WMIOII)ot yeats ap. 
.. Coaooti R•u.. At that .m.e there 1l'N COftlldtrable llt:let:tt.aln1.1 Witb rr(&rd to fu«t bow muf:b &.he tooUng of the model thAt would tb~n be tn producdorl would fit. 1M type of airplane that lloo wtm &oln@ to try 10 make In an actual t!mt!tetncy We Wt!ren't. able t.o draw a vl!ry ISM bead on tf1l1 appi'Aiul of A<ll.uar machrne tooi equlJ>IUent.; b"l. ,., a tcenera.l way ••e knew that. Oentral MotoN WGU)d bt a prfQie 110uru for tuc.h thin~ as tanb, aJrplane ensSne.. aod thiQ&JJ that bad t~CNM am~­larlty to tbe nonn&l prod0<1. 

But h •a.<m't pollllible to ~l too doee a fotUa on it.. 
Mr. P.An"IUtiJOW. r N.D add fut:t this, It doc!fln'i come from the invt!ntory but f rom my own fnqulrb about. it IMI •priog. And f can't ~member • •bo told ml'! but. I Inquired f rom a good many J>eopJe and l got the information then ti!Al rrorO 10 to 20 peroent or the toob- that wore rfAAt there «>uld be rndll7 eonvertfd. Now I, ot C'OUrt~t, hne no lddtt~~trlallr:nowltdp ol my own, but that fleltaafd to be the ~-- o( opinkMII, and I inqY.ired from a pod JU.a7 pc!0p1e no ou, bt \0 know. 

Another tbibg I Nked ..-u thJa: ''Row ntucb benefit are .-.e going to got from tbiJJ cut, • eut. that ouabt to bo made In tbc production ot ordln•r)• autom<tbrlf!l, And they ~id that uniMB the euL waa \'(lry ~~evcre, none at all, beotalllln each platlt ~·"'•lid be eontftwin~ to make Ita outpul of autOmobiiN, the oa.Jy difftrenoe •ould I e that tbey wouldn't work as m&ny Mlfta w tbey dkl. but Lilte -.me ..._mbtJ Une W'Ollkl bt tbtre tor prod:udn5o ..,,, 60 perer:nt lnatted oliOO perftftt, &ad they aid, "UniNII yoa are «<Ona to put 110me rompe.ny oomplet.(!fy ou~ of bu11iftoNII and p~ the civilian demand oo tho other plut ... you ha''e sot to oonvert the ••bolo plant or none. You can't Interrupt that At18c.mbly llr1e and havo them produoo tomo automobllee and ton10 o"ber Udns •" the !&rue time 04.1~ ot tbat ma.ehinerv." That t)t(lrued to me MO:nalblt."' 
Dr. W.v•. Rdumln' to rour Pft9&red Rat.ftMnt you ay: ''l.&tllpri~t~and atoehtt~ I urpd Ute curta.IIm.ent ot ~,..,....utOII'Obtle awnufutul"f!. Tbe armcdaerviee~ ha\-e not bad the J)OllrU &ot!Ontroltueb roaue,.,•• Would 10u eay I hat the •lluatlon you hA\'ft dt«ribed eho•' • the nf!C'f'fflly ol eer•traUidn~ the rt~J.IOn•ibilily lor Jl i'OCuremcml and pl.nnnfntc ot wa.r producllonT Mr. P~oTT£11;80~. Ve!~J, I~ ill too dtetntrallaed now; I '{Corte wlth that. U you want my vle•·e. J btUeve U1 the lnduatrial mobllbadon pkn ol U~3g. Tba' if talrir rntralhed . 

. Dr L~oara. Of ftMIIW, .. ron POfnt 001 Ia your ~ •••~t. t here II a ditr~n~ ol oplnlon btt•tf':n the t!Ommiu.ee and \"'UreeJf wflh ree;pec-1 to the qua~tlon ot ot:U1ral ot>eratlon or •uch a plan-- -
Mr. P~oTTI'ltUION ((nterpoelu,it). Well, c»ut lnduAlrlAJ mobiJiaatlon pl:t.n, of eou,., rC!JUt•eonted a l ludv I hat had been made bv rho War Departmt!n' and &he Navy Oepartmenl tMI' cil the lft18 t'U"f'rSen~ • It folloW'f!d the Ct!ntt'al u_.. ol the orpnluHou that hal ftnau,. e<roh«<d In 1818. h adnxated a u -.cna n•"th like that uftdtor the plaanlnp: ~Y 1~ bv Mr. &tvdt In •••s: no\. tbe 81'11« lomMI ol Lha1 deYC'Ioptoenc, but the flnaffonn tha\. wu ln eft'eet, ln the lat~r part of 1018. 

In •e~M"ral, It Koem& 1.0 me that 1 he te4PQnslbllltyfor procurtment of munition~ a.nd mUitar.' ' equJpmerlt Is placed by law On the Anny and on t114t Navy, It ill rl«b' tbt-reln the law. OtCOiarw. tbelawcanbeehanpd. U.ut lt¥1n thetaw,&ndtbt r. the ,,.lem tha.l hN been In dfeet. •w....,_........,,.,,..,,......,..., 
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SI!CTJON D~REGIONAL PRODUCTION P.ROCllAMS 

lsntOOUCTIOH 

Prorurcment. on a ~onal basis was ~t.lt'Mdy practiced t.o 
1011 extent a~ tho tUn~ t1tit commiu.eo bold ite JlOA~ings. F or e..;:am 1

1e 
tJ1o \ \ t .. r Dopartrrwm rcpo'rtcd t.Ju~ot each of it.s 8 ~upply scrviooe: h~ u, 
licld oUices, tJto ntllltbcr varying wit.h t11o particular seniee orde 
IU\.nc~ l!&d 14 such dil"rict offices &cat.t.c.rod flhroughou~ '-be OOunlry: 
A<oord~ tO I,Jnder S<crow.ry of War Paltenon, this &1lfl.olll hod 
been buill up an the laal 10 or 15 yean 10 d....,alraliu pwda-. 
I nato'!'~ ~f evoryo'!• ~··ing tO come '? l~ubillgten he nugM go 10 Ul«' d~S~t. office an hu~ own &.rca v.~bicla 1.1 aullaol'iz«l to ntgOtiat.e 
tonLraet.s. 

. ( 

h. hu already bec!n ,indicated .in earlier.s,eetions of tJ1is repon tJ1at. 
tho. War Depart.rnNlt. ~ coucepuon of mil1t..Ary produetion WM not. 
d••s•gru>d to havo llJ)Ilrltt ular ordnanco office roiJ>onaiblo for mobilizin.g 
All t lw fnciJjties in ita nrt1tl. TJ1c. dccontralittHion of procurcman~ 
Among scwernJ agench'*' 1'"d tho policy of (l.fu'"ncling milit.a!)' pro­
duction through a few largo oorpora.~ioua prt"Chldetl aucll mobihzaLion 
by the field offices ol ll•o War Deparllll<Uit'o aupply atrvioea. On 
llao ot.her !wad, Uao loeal ordnance districl ollie.., did Jua•e 101111 
IN~way in ..:lu&lly pl..,ing mall con1rae1a within llt.;r area, and in 
f~t. W'flre aul.horiud to place in • di:slri<.&. wh.bou&. r~ruence 'lb 
\Vuhingt.On contracLI up to $50,000. Since the declaration of war 
this amount. haa bf.en raised to $5,000,000 on tlu' p&re. of t.ha War 
D<'J)Ilrt.ment.. Howcvc•r, contract.~ or $1 ,000,000 or over must.a(iiJ be 
elean'(l with tho Wnr J)roduction Board. • ( 

A& a rosuh. oC tJw failura of tJ•o armod snrvic.ca t.o draw smaiJ plant.e 
iul-0 tJto \\•&r elrort, considoroblo pressuro do\t(llopc!d early i" Uw 
defNUIC program for modification of existing procurement proet.ocluree, 
LO allow and facilitate participation or small plan \.I in war production. 
Early atlemp18 alollg llulOO lines wore rep,.,..nled by tlae ealablioh· 
mcnr. witltin Lhe Offitc~ or Production Managemern. or the DelenM 
Cont....,, S.nice and law, on Seplelllber 4, ol t.he Defense Cont,...l 
O~tribution Division. Tho Iauer wu ohargcd no• only wilh in­
aunn.g Lhat small J)lanta wero dra.,.,'D int.o war IU'Oduction, bu1. wu 
givrn iJl(' rosponsabilil.y or doveJoping and clcorin.g industry OOU• 
V(ll"8ion PtOgrams. Jfowevor, proeuromtu\t And witJl it the. rospon· 
sibiHt.y (or war pa•oduction remained witl1in t ho armed services snd 
COJl.$C(JUCntly t.ho orgimiutiorts mcnLioncd above were almost. oom· 
pi~Wiy ineffective. 
. Tb~ 0 . P. M. Contract. Distribution Division did set up a con· 

11dtnble appar-atus for facilitating c;ontact.l bet,~t~n local manu· 
facturers and tbe procurement. a,l:eneiee. An otf.cial of this Dirision 
re-portfd on No,•tmber 2G, 19-11 , that at. that time it had in opent-ion 
67 ficld ollicM locatro in 39 States. 

lttprMentath·M or a number or small and mNiium..sizOO planlf 
who had been unable to oblRin a.nv cone mcu. for war production 
or contraeta sufficicM to utilize their ~racil iLit'8 and labor Coree cmpha· 
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.;,ed lhO li_mitalioM of tbe.preee.n&. regional procurement. organiuliona 
tlld recommended lhe a.ss1gnmc.nt of co.rt.fun functions neeC~~Sary for 
anY effective produc~ioa program. Tho rcgiooal offite would llrsl 
or"all have "! .be uugned a • olumo of war prod~~<;l.ion !>-' on ;18 
industrial r .. u ..... anil labor oupplr. Such alloc:a taon ..... uld de~nd 
00 an. O\'et"'-all inventory o~ &I{Mtral eharact~ or the I'MOu.rtfll wathin 
lhe ~n and a del.emuna\Oon by the nataonal tenter (War Pro­
docl.ion lloaJ<!l wha• •'Oiume ol total produel.ioa might bo oxpeeted 
!rom Ill• particular area. 

'n1c fin!. function or tho ~ioual office would thus bo to maintain 
6 001111n·ch.cn~h·~ up·lo~~t.c in'Yent.ory of . tho reeou.reM (or war P."O'" 
dootion w1Liun 1ta area •ncludm!{ pol.cnhlll rtlSOurctoe for e.xpans•on 
of r.u:ilitice. The fMilit.y ilwent.ori01 are already under wa,y. A 
p•rtial invcnlory of labor is also a uilable through the loeal OJnploy­
mtn&. oflicCll. 
~ Ouc-. ll aay comprtbea.iYe 1111'"1 uackr way to ....._,.. lbe 
· :, 1 ol.U lncha~uiN to eottt.ribute to tiM.,._ prosn.mt ~ NcnMtna. TNR il aow btlns made the ~ ~~ I• &d-w;, for the !rtl dme the kiDd ol p&&at, a od laortut.ory IW"te,. ot wr tlapldtJ 

Wt we need. 
Mr OIM_cu. And undu ...tw.e au.oetf 
Mr. N&IJIMIII. 8)' the Division ol Con\J'tet Dltt.ribution. 
Mr' ()tJ,~CM. 11 Mr. Nel,on aLto n~kin, •uch l'n inventory? 
Mr: NIIUIUUUI. Supply, Prioritte.,andA locat.lon.s Boatd It rnaklnc an lnventorf 

of rn• materlalt. ... Mr <hl~ttcu. And you are m•kloa an lnvont.ory or fae~lit~eef 
~rr: NltUIMXII. We have been. maklns that k-ln~ or f.a.dUt.ylnvent.otr for IO!JM 

tltot Our problem. it to centrall:te the InformatiOn and make the lnformauoo 
~e. ra thil CIOD:noteUoo I W'OU~ like t.o have the ind~aCit ol u.. eo.,... 
aitt.ee t.o lbo1f thtm. what we have doM ri&bt ben I& SL LouiL 

Mr. ()hi cu.. l woukt like to ad: aoocbtt qU~Nlioa btf'Oft you &O ~n\0 *"- Tbt 
C!OIIUIUU.M to rw bat reprded the wbj«\ ol u ia'nf!l\ofy .. 1MiftC a thretfold. 
Abied: mea, mat.eriall. ~ m.aehl....., 

Mr. N'&HIUUl&. That. t1 correct. 
Mr O.MCU. Your dlvbton lt ma.kln.san lnvefttorr of maebia(!ll. 8uppl7 PJior.. 

itklt And Allocation• Board 58 ma.Jdna a.n lnvtntor{.ot maleriall. Now, • .,., 
branch ot the Oonrnmertt. making an Inventory or bor--manpowerf 

Mr. Na urJMatl. 1 don't. eee how any Inventory of machlnet oan be dlvoreed rro1o available manpo"·er. U you want. to know what. the productlvt C.JifooCitr 
or a rqlon or ~U.y ia a t. any liven Lhuo, you have to, ma.ke an Inventory of the 
Idle manpower N wen aa of tbe kUe CMoehiDM &1'Wi eqwpment., to or ntoeiiltty for 
wr tut'f't1 c.o be aicnl!cant. lt m~.a~t alto lt~elude Idle. ~power. ""~ plo 1 a.tr. O.Mia Would JOU ..cure web Wortll&bOa from t- •• ,.._ 
-~ ~--w.r. Na.t:MCI&. Wean oo•ioU..sdAolwor~out a~fOt ........ 
il, Md ulillaloc varioot t1'Pfll o1 machlaenr \bat oow etlttia U..ltld 

Mr. 0.MCU. 1a your wn-er ol me:a pa m.aehlnetlO t. d1rected priav.rilJ, or 
eoldJ, to •m•ll ent.erprilesf u,.~ w Wklnl 

Mr. Nctt&NIU&. Ell'!phadtallr, ao, ror ~~-•lmpJc =~ of oa.d~.l=- .,0 are about &Uo()ut. producbon; we are U.lklol -.uut.it. the ' UU talkln8 about ,. w•r thU ea.n be won In 11H3. The-refore, thl• me-an• a ~t u­
tion o1 every avallabla and ed11Ung ploee of

1 
~~and "':e~~~~~{ ~:e~':;:~r tJ~ be foond, whether ltlt ln a 8t.J'&8CI or a rep& r luvP, or,.,. e 

pit~'; 0..14IU "l'he point. 1 am trJI.Ill to makt k juat that. We h&nllllt eou. 
from * •r .. N'ebrwka. Your machiMt)' popultt'o~ .!u":=:r~~~~~~ 
!raotbtr •onlt themadU:DM~ buildi~_.•1W•~1' are-'a.woi ... aact 1o111C w the ~OMt .. &"-1aadt.~'lf'UY~•J• 1111ftt ·-_.:fiNS .. _.. ... Padle eout aDd ~bere. aad it • coilll t.o 1M Aft u~- ',.._. 
~ra.\oely to apprabe your ma.apcr«« lftuaUon. or dol UM lob e~\ 

Mr. S'n&MIUI. And yet, sir, I know ot no othttr ~ Brtu!: e.rpme~e. u4 
t.o do tbt.t... In that reepec.t, we hne t.o borrow rom 
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u.o nr1ou .,. .._;,,. a-nt. w1U. whlda Wo ...,...,, ... lo t ... lll&t ••-·~ 
&be \eldmofl.\1 ol Mr. Monil L. Cooke aod olbHL I bow o1 oo otbtr ; -.. 
dol~ IL. h II a dU!I.eult a.nd tDOnDouJ; ~ but lbere Ia DO otbtr wa¥ of dol~:.. 

Wr. O..c-. I wu •tl'7 muebtm.~ bftome oltbed'on.ta.t the E.dlt.h, 
hav• mad~ alooc lboet linee.. I thlilk &bey ba'•• do• a better lob tbao ... ~ 
Tbar poc:rtr.ob.lniiiWaUoo ll diJfueat trom oura. but. &hey ll!ftD 1o have adap~ 
e.a.WU.q fatillU. lO . crnt.er ext.eat t.ba.n we have bem ab .. to do.• 

ALLoCATION OP CONTRA.CTS 

As tha tettimony &ummarir.cd in section A intlicatee competitive 
biddin" hu efTootivt"ly hnrred smaller firDll from pftrtici))llting in war 
production. Thr. d i.s11rlvantap:es faced by smnlltr coueo.ma undt'r lhi.!t 
oyslem oro·d010ribcd by Mr. Nobemkis. 

Mr. O.MIIIt. r. It your contention lbe~and I &m IU~ It '• Mr. OdiUm't­
tb.d we ehoulrl u.e the ne_cotlac.ed-eontrau pla.n with 11maJJer lndu1lryf 

Mr. N11:11r.:wxa•. l wu just. eorntng to that, e:lr. Jt. bAA bee.n our e.sperf~nee 
ever elnoo tho rltfemee efforL SOL under way thAt the average emaJier manura.c 
turer t. at. a hopeleu dl&&dvantat;e In eatlmatin8" hit I*LI In ft(Utln1 on a Job 
l.broof!:h tompetldve blddin.r beeaUIIe be hae no t~Mle of ex:pertenee on whlt.h 

10 tttlmate h&. eollll In the flrn lr..-&ant'e. Tbe whole notJon ot competltJve blddin« 
1. tHJiy a e&"1-ovtr from elvilJan praetiee. UDder normal drcumti.AMelll. r. 01 
t.OOtwe hlPIT delirable &.hal. l.he tup&ye,..' tn0ne7 eboukl be «fven •"err coo­
etiYab .. proteedon and tba&- &.be lo.-.t P*fb,hs t.O&l for an7 P&rtJeulat mRit.uy 
item be obtained, bul. ln a wartime situation tompetiU,.. biddl~ lhls ,.._ 
mllt.f!tt W'tll kno•..,..trorh l.o a geat d.iaadYaD~. Aeconliftllt. Mr. OdJ•• 
rtqU81ed toanetl lor l.he Dlri$1oo to bep.a drat'U01 ~~ w-ldt.la wo.ld 
elimi~M~ .. 1M Deed (Of' eompetilive biddi.as 8.Dd o~ oertala ~ obetadel 
wbich I mJ&bt u ftll co..-u a1. t.h..r. lima. F or inltanee, i&- be beta pro\'fd co be 
&II aJmou un.IY'trMI tMe tht.-. &.he ara.aiiN eokrpritet canRO(. p.rtkfpa~ Ia dtlt~W 
prodvct;o., bftau.e tn many inscanca &heY eanno&- moe1. t.M DMCt fOtr ,.arioue 
iTJlft ol bond. Pd tha-. of eoura elimJua'tes them. J wu In~ 111 Mr. 
lloUa.nd'e 1.8tlmony, Amoo,s othu thi!lPo: becrauee be baa liven tbo rornmJt~ 
auth a cltar p~ure ol t.be place ol the fndu.striaJ pool in clet't:rl!l6 producckm. 
Undt'r exl1tlng law, for f'xample, it it im.poea;ible for tho Nav1 l>eJ)a.tt.tntnt to 
placoe a rtJiOn~ f!Ontract with A pool if ouu.lde of tllAt rqioe~ there t. a low , . 
lll)()ntlble bkt. So that type or aituAtlon bu boe.n e.Hm loated. Th(f C'Om· 
miltt!O woU kno•·• UIA\. we could lne-rea,e subcontraeWn~t_ tremendou-1ly tbrouah­
out A merle!& Jr we C0411d call in tor renegotlaUon ou.,_l..,r•illng oonlra.cil ar1d 1pocd 
up the dtlh•ery dAte. Thcro are rertain legal .. weU .. eon1thutlonal quteUon• Jnvolved 'n doln& that..1 

To corrtct. this situation tho Wnr Powers Act.• wt'-8 pnssod to pcm1it 
nf\(COtiJUions or contrnet3. The substi~ution of ncgotiat.ed c:ontract& 
Cor thB rormtr biddh~ procedure can result in incrcui.ng the work 
Jet. to amaU plnntt ir additional ehangee aro mad(!, Tht'Sa include 
coonlination or tho rune tionA or plant survey with tba let.tin~r or con· 
lrn<ll ouilNI lo lhe plan~ lacilities. Survey• have been m&do bu~ 10 
no purpoot. Maey planlS have been ourveycd by all lhe vario111 
t«hnic•ant or tht armed service'S and by thtir own en,rineerw and ha'·e 
compilod and diolribulcd exhaustive bandbookt ol lbcir maebine 
facilrtiN. runnirut in lOme instances to several hundred pag~ 

Only oome 8,600 out ol lhe 2S,OOO plan11 which ,..,.. ourveyod by 
lhe anncd ro,... a... being employed lor war produetion. The 
Dt'ltnte Contnet. Distribution Division has faciHt-1 ~rdt for eome 
40 000 planlo.'" s ... po conwnplal.ed by lho Defense ConlncL Distribution Division 
were d...,ribNI below by Mr. Nehemkis. 

: :t 1::1:=~: •··. ~ :;, =·: I ADIIf'O'WM b7 l'f'No~l, b.(l' .. brf lt. IHI, 1
• rdt N',)b,.lllt IbM lii(Wt 41Uf\IIKWI .. tome nttDI tbe 2::.\,0l) plaalt .... J"'d bJ lilt . ,.,.."'"t'? MIIDJUolil DON'\1, 

WATIOI<.U. DtlPm<U lQOJL\J'IQl< 91 . ( 

. ( 
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lb. lh-•nc .... l n that~ we ba .. et.a.r'Md the In& t«Ott. 00 • N'.U.. 
...._ bMb.. 0D NOftiDbe:r 10 J.tr. Odium ct~tpe• ' If "~ ....._. '-'ed wiUI 
budmlool-olbitoud _,_ ... ...,. braaOollllolcbt ........... 
ud lhe)'&N PI 10 t.Yfl!r'l tec:Uoo ot lht U.Dk.ed 8tatee. TIM IIIIIIDufA.il~,. 
lbt lrwc. tim«, eY8 In tiM moM. ~e put.a ol the toa:Db'y, witt • a~ to 
aM I hole part• and diKover lbat aome or tJNom are DOt •.-y dilr.,...t trom tbe 
Item• the7 hne hftn ma.kin& in t:l'f'llian produetioa. 

11M nut 1tep II to locate ~t exbibita. T'be e,. ot 0.. il t.o b. Ja 
8L l.ouft. Anothrr will M an Chleago, It. It ~rrlbty lmponant, th.at we all 
f'f':Aii»Ct 1h11 t h1t Job of aJ1-ot1t produedon can't be done unltN thtre Ia a '·"'m.rndoc• 
prow,..m o1 br("alrfn~ up th~ l•rp ordf'ts into amaH pa.rte. h It perfeetl

1 
hnllt 

10 so Into a tmall tltop and talk about. makh•.s a muhJne 3un or an anti.Jrr~fl 
gun v.b4!n I he owner of that plant h.u only ...-en ll- In the mowle.. Uut. lf you 
esplode thU ma_flhfM 4un or ant llllrtttJt. gun Into lUI COh&tl~ue.ne. PAN and 1~ 
c•eh psrt and 111ft. tha toohtl'fQ\IIred for it" produetlon, It ran b& dono. 

Mr. 0tMJCIIill, f think tfu~ oommltt.ee it on rtoord In favor ot thlt uplodln.J 
proctt~e l.ltC'lluM of tlao obvloull hLAbility ot the &mall plan~ to ru .. a t.ani!. h . 

11 ohvloo•Lhal they nmn mllk8 a pe.n ol a tank or a pan.ot tom•ot.hereompUeated 
"'•' j"'"· ~ r. NeuaNKIIIo. I w-ould Uke to ahow you a number or d.iaara.mt 1 hu• Pr&o 
:pa~ for the bt:ne4h or the ~mmlttee a eerte. of esb1blta ali.ow1n1 Ju.t wba& 
ean be done whh an M 3 tank fn•t.be ••ay ol t'splocUoa I&. 

M r. O..MICIIA. r •<Mild like to bold tht- ob[blt. p&l1. ot your rtpon to the tnd. 
b there anY mo'ftmt'nt on foot to far u ~ou know to ID&..Q It ....s.r ftW IJntJl 
prodUCf'fll tO bid b7 l"fcfon.-lbin& ot loeaUiiDtt tbto biddiQJ( fadUUNf YtiU ha-. 
fwo&rd t~ tomplalnll Mre todn and on have hnud tbtm "befOI'I Oft tbe dil'lk:uh7 
of rPtumlftl brdt on 1hi!!M- &nd tbt- di!ta~ factor tbat. enters into IL. 

Nr. N••••a.ra. For the lint. time in the bb&.ory ol dttu.e uDCtt.r tM e.,. e1 
the Pftllidtat'a F,,eruth ·e ordtr the induttrial pool~- J.nto 1 .. own, Md u.. 
Dlvia&oa el Contnct l>ittributioa U cSdi.nita., daarstd with the problem el 
.UmutatJJ\1 the orpnlaat&ol!l of autb pools. I think tbe a..rmtJd ttnlt'IN will 
eooperate onee we ~' Udt JQi.slation &nd ~1 have dear au\horH~ 
conirvt.a to poole. I am thoroughly perau.a.ded that-. will h&v• a 
Upalf"M In J•roductlon thf'011JI:hout the United Stat~ through tbt pool fM'IUU. 
of -.nved mathlnt- ~hopt and l~hiduaJ unite or induAriotw whkh are belns 
abut down or wUI tn~rnt~lnr:ly be shut down bee&UIItl or the m•ttrtal •bortacee. 
a nd 110 forth. I think Mr. lJoUa.nd b., piol'l~rtd in lbe etron to ma.lre i.he pool 
a rnlltyand hi• work hu now(l()rne to fndtlon through the t.ernu of the Executive 
order. 1 would ItO further than that. I ••ould uy that. I ltnow or no war to 
rnsh thlt d,.fen-e ""0~ a t ruly domoeratlc cfror\ unlet~~ there a re orga nbed 
U•rouJ(hD'It tbe X'atlon pool• of e'·~y type and eort to parti-cipa te tn dflfea• pro­
dueUon. You tAn't mAlle this problem of p rodueinf( for dele118e a rtall\y uniHI 
men In evei'J /Jar~ of l-he eounlry feel that. they are tttlvely parlltlp.lUQ!t In tt; 
and In my Ju( IUntnl It I• only through tbe indl.ltllrial pool lhaL we wiU achieve 
tho onlr kfnd of deten1e that It wor1b ~~hUe-a demoeratlo detente.• 
And again: 

Mr. C"WTtt. Do you fetl t.hm~ •hould be torM ebangN In reprd to ciYrtlJ 
email marmfactuttrw more time to Ct"t bleb tubmitted ai.Wf ot~ot.la~ C'ODh'MUf 

Mr. PAun. rt there are not 80mc tbanrtt. we won'·t ret "ft'1 far • lth tbe 
fkfeue P!(IC:ram. After all, where are our faeiliU.f You can epot. t.be We plaac. 
all OYC!r the eoun1ry. but whto route-\ into a ~aaunit7 aod pl I~ to to.....U 
ltm1 tocetbtr you 'have Mla~P a pool ot f&dlftielu aome of dM ~ CM"Pftl_. 
dou a.od lr 7DU doo't CO In and U!1e ~ TOU wUI DeY'f:f' pl tbt tset aad pullb 
lb&o OM ~ or the production you espee&.' 

The bruking down or contracts into smaller componeotl in order 
lA> oprud them u widely as possible includ .. both the esploding ~­
nique u well uthe mo.ro tborough planning of large prime oonlft<ta 

:::::=:=:t:::;s~ 
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05 10 draw upoo M miUI_y aulxootne10n1 u poaible- To a s-~ 10 
..,. o.be .,.plodi"'l udlwquo applitd to 111ajor l.l1IWnelllll ;. 0 a.a­

t,'lnal rather than a rfgional probl<'l!l •. More •'""!'"i•·• relian.., .on 110 
b<OntrOcting may bo uaure<l by plannang attbe wne of tbelettang 

su be rime conlr&Ctf., "'ht:lher lei. throUib the industrial or ~oal ~~iz':.tio~•· Tho need for aueb planrung is indicated in tho fo l­
lowing t.oollmony. 

The fortlolnS prooedu.-. IU\I.IttA\tlllbe diw:h•antap or initiattn~ tubcontra.et· 
•. ft~r tbe J)lanninc for a lH'Oject hu been oomplettd. ror one tltlng, the,. Ia; 
"*& • an nofavora.bla time tlemeat; weeD ud mootlu of pt.u.nh~.& n~ay bavo pre!M':~ Into the oonoopiJon of Lho p&Micular l)fOjeeL Ne''f:tt.bel-., a d4!elrJ.on enlitu.~ fcNibUity of a p~~.rclw1ar txpanl~n program and tbe ))Oirt.lbUlde~ of tub-
01! · ittlng racilhll!ll nmu b6 rcac.bed In a matter ot hour~. Vlafn,t, tho st~uut~~ :"' determlna~Son of the fetU~Iblllty of •ubeontraedns il not. at t-he plan\ 
P, ceboald but. 11 the plauahtK oe••I.Cr ol the pardeul.ar proeurerntnt. O&tablilltuaento 
.. \A! h u1rer1 tbe addldonal IIOUroe of aupplr. 
•h;1.,.~o~J.:. who ha ve cJven earetul•tudy t.o Uu! problem ol tub<'orllne-tln& 

oll.be oplaioa e.ha.L tu~ntractins hM not ~vcd to be a au~ bcoraUM, 
are other ractON, Jt hM oot betA~' wit.b" the 10uree.. T o ~taW Lbe mau.r 
amocgbat dilfe.reotb': 1"M a.t.a..ni.nc pouu. for a tubcoot-~IAI ~am It 1.4 tbe 
IIOlDC'I! 1 ra\het t.haa after a CIOftlrae:& hat beta DC~JM•r.ed. Prevbu: .cfor&a: pla!IA~:!':bcooLr&etlNJ ba•• r.uJted ill baadequa~e rt!lu!&a: laradr bec:a.Mt lbe 10

• ....,. DOt. auacttid autfiden:tl.r eulyla &be procu:maml plan..lllns Map. rc!!du~Pt \o rt:aMdJ' tblt t.lie dtltc:t. )Jr. OdlllUl bu ana.apd for t«b...s.Dal 
-..btrs oi the l&.ad' \0 be ~ted Ia. the ftrious ~t't'QMIIl ~ or 
111e -. 1n tblo war I• 1o bel- ""' ...-.,....,. .......... ..., bo wod,-;( OUI at \be tJme ol procwt'rDml klitia.~ t &lld. &.beri!after I:JecoeiM CO.. 
•rmmatM iA tbt IUbteq\aeat OOOU"aott ~lJOQS. 

TzCR.NJCAL A.NISTAMCZ '1'0 SlU.LLE.a Pt..uns 

The smaller planta arclimil~ by lhe laek of lho teclullcal rNOurooo 
which Jorge oompanict havo devclo.,.,.t over the pu~20 Y~ '!1[{. 
lack 8pee1Rii.ted enl(ineering and research pen;onn • 1 an , 1e .a • o 
teelmieal rt'IOurece they do JXM18e8S IIA\'e boon e.~pended nt ~mos i l~•st 
•thas been observed wu the case wht'n tbesmallercomp8nlt..'81~ud~eu 
~roduct-iou fll'ld tho <feeign orono military item nrt.fr auo.the.r w1tb~ut. 
ever securing contract.t. ln addition smaller ~mpamcs rue a ~ 
disadvantage in dctc.ormining their CO$l- or produc~don hf"~~te~:r lT:,~ 
production baa been under way for some conm t"ra e mth ... 
10lution indicated t.o the committee. is to ban B. ~up kr lee ~·eul.t~· 
atUc.hcd to \he r:clf~onal oni.ces who woui!Jdd~::ru~•e'!i.a~th~~ 
anal~ or the r~cahlletli or a wv;n ::p~oy s b technit:iarul in lh6 
p&rhcular plant.11 beet. Ct.J?Ible 0 

1
P ue•J:'·m.ake t.be initial detenni· 

cueoftbeama.UuoompanaNVIOudn~t.ony e echniealaMilt.­
natioo of tloe product. buL would provode the ·~.z ~ical ..-..,_ 
&nee in getting product.ton und~r -.·ay and addtUO 
anee: u required from ume to ttmthe. . 1 ·ndustrial pools it tbaL 

Oneoflheehidodvanl.aj;,.of eregoona 0". ·n ....,
0
..,..

10 while any one CO"!P•ny m•~h.tlack .adequa~~~U::Ol is aufficitot. 
plan the produe\1on of m•ht.a.t:v itBDj, rodut:tion for the ent~re 
mgin..,ring pen10nnel lA> adequat• .l' P 10 P · · tin in t.bo pool. 
group among the 10 to . 30 compamcs ~f't;teJP:n ~at.e<l item I aa 
Tbit io putieularly LnJo whon they are "~d":~ono .. ·ould o.p1•l.'f t.o 
would oft.cn be t11e caoe. The oame "!'081 J. gh ,.. ional om .... the technieal orgnnization or product1on rou G 

1 81 . ..... ~ .... .. ,.. .......... 
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NA110NAL D'EnNU lrOOb'TIOlf 

For the~ .. a whole there ia geoerall7 ad~uate poroonnolto mee~ 
the leebnic.J ·~ of the anWl comparu• il>ta leehnioal work ""'• properly orp~~ued .. 

Fnu._Not.u. Aser&TA.Not: 

In the t<ttimooy before the committee thoro appeared t.o be IOIDo 
di>isioo of opinioo belw«!n Mr. Cbes~r Da•il, of~ St. Louis FedtnJ 
R.,.....eS,..um aod Mr. Ntkemkis of the D tfeose Contract Distribu­
tioo Dimion, Office of Production Maoagomtot, ao to tho dillieuJ­
ties with "'' hicb small contrt.otors and eut>contraetors wcro faced in 6oaocing tho war production activity. Thia is iodicalod by tbe following Letthnony: 

Mr. 0..Mal6. I wa.oted that to appear with 10121' teattrooa,., Mr. Nt.bf.aW&. Now at t.o tbt two q\leiS&.iou I ba" telt, one eonttm. the flna .bdal abiUty ol.amaD CIOClttackll't a nd llllbtoolradorf. ud tbe ~ will deal whh the CIOftvt:reicm ot the-e va.rtou. plan'-. Ubdef> the ftrtt beadiq: I believe I noUeed a contradirtioo ollhe tt..t.e~t rou !!Itt !Ottb with reprd t.o lbe dlffteuttrth&t am&ll ~ntrarto,.. are ba'•ins and •"Ill ha,·e wU.b f'(!(lulrem~nc.., and tbe e-t.Ateru~t. r..tr, Davia made before U1lt committee thlt morning, Mr. Davia anticipated no dlmeully Jn ftnMcloc anu1ll conlraetorJ. 1'ba\ Ill at variance with your rc~rt.. :? Mr. Nau&\ICit. T •hould My that bl a ~me\ 1\at.e.mcn\.. I tblnk the co._. mlttee will take judielal notice M \he report. o r the Temporary National Eco­nomic Commfuee under the chairmanship ol &aatot O'MahoDeJ'. That rtpOn la I%IODOCraPh No. 17, I breUeve, wbkb dealt with the prob&mu of amall bulint:M a.b(l it poln .. out that tbe probtem ol ft.Da.bdnk lht 1maUer f:Dterpri'W't ia not a 
oew on&. Small busineet. b1 a.nd tarw-e. b&.t aJwa1• erpuie.naed dlftfeu1t&c. io obt.alnios ce.rtaln equipment and eapltal--larsely becauae tho tudalln1 10urcee of tlnaoeialtupply had been geared up primarily to handle the needt of lllrRe unit. rather tbftn trnall units, a nd tho lmpaet or deJen.te hu n't. leaetned that problem any. Oo tho cont,..ry it. hallnter\I.Uied it. Our Olvlaion reeent17 made a •tudy of eeveral buodrtd aubtootraet.o,. eft.J~ed in dercoae productloai aod we louDd t.hat 40 perc-ent were tubma.r!tlnal eredil risb. 

)[r. Ot.vcaa. W\at ia a etlbcu.rwtnal credit rbk? 
Mr. N&ahfktL A rl$k that Hn't tJ. beJd by a bank. 
Mr. O...aq. In olber 11f0rda the finaada l rt.alen)en\ would no\ juttlly Itt Mr. NI.KI.Millt. Thoee Ate tho " lhiD-w&i.eted" feiiOWI who jut\ can' t 5e\ any belp.t 

This problem hns so far roceived Uttlo att.ontion becauoo fow amall compani .. hAYe obtained conlra<:ta to date. Tho problems or omaU 
busin ... in financi04' their work an brought out mo"' full1 in the following statement by Mr. Nehemkis: 

lVitl r-eqtd ,. .,ilr otpftol.-Rmall buein._ by and r.u.:e lt.tkt •dectuat. 
equity capital wil.h whieh to finanee fta operat.lona. Jn dclauU of adequate equity caplt.al •mall ))w:inl!8 If oompeJied to r(lly IArRcly upon rnort.,ccage and 11hort.-t.erm credll~ One reNIOn for the inablllt.y of a:mall bWiinc. to Obiafo equity u plt.at lltw tn the faeL that I\ doaa not. havt tbt ame ae«~~~ to &he capit.l markeb a.• dOOf l&r(l:t busln•, tJnce tha& macblntq il adApted larttl.r &o the needt of bl~ busl "fa 

One ditneuhr whieh must. ~ taken Ulto conlkltratioo in tuppl1fnl equi.ly 
capital to amall ~ il u., ,.....Wee to lmpelrtna lu oontrol Or ah.a.rtQJ 1t1 equllf· 

WttA re.~d tt crt4it.-(o) Lon~t te'nn: Small bu.tfnC~~&Iatet the ume dllfteutlle. 
in ob\Ainh!Jt lon•·tarm credit. M It doee in obtaining equity cal,ltal. Iince Lbe ext1tinr ertdlt. fAciiiUea are not ,eared to d~al wlih tbo apccial and~""'" need!! of the amaUer ent.erprlt"-. 

(t.) Short tenn: Althoush @'hOrt:.-·cerm credit appNnt to be more avaOable tha.o toi ther equity capital or lon5-tftm Cftdit. oevertbe'-. amall btW:ne. u~., diiBeuhb fn obtatnf,.. shoft..t.erm ut!dlt from the '"'-'tat ~al t.n ~ 
80UIU$. Short.-~ ntdi\ il. howeYer, obtained th.f'OUib lbt.t-rmedlar• em:h~ act!f~C'ks. and from trade «editor., at charcet whie:b .,.. frequen\Jy hlsh and upoo U!nnt which l <":nd to be onerouJI. 

18L l..oullbtlrtnp. pt, 2J, PP.aGI81~. 
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NATIONAL OUICNU >miRATtOI< 

~~Odium ..... .-...~....- 10 <he DI.WO. 10 ,.._.. • d..,t c1 ~WI t.loL SeYeral weelt:t baYe beea IP&Lia t10a:ferri"- •ilh eou &o the anntd aervk8 a.nd otbu lnt«'MU!d SQVt'!'tl.mmtal departmenLiaOO ••~e':' The drafL hill I• r1ow before th41 Uurcau of tbe Budget; for approval prior &o t~ w bmiakm to \he Oon.«Jt'u.• 
To expedite production i~ ia app&ren~ tha~ eentralization.of laeiliti .. for financial aasiAt&nce is u eucntial as in tlte allocation of contMcta and provilion of ~mi.~l .... i~tanoo. The am• II plan~ oh(\uld !,., able to t-um t.o a fmant~al dtvtSIOn U\ t.ho aamo oflica wher-e 1t onginally &o&. lite eon Lne~ 

P.KOVI&JON POD. RAW ~{A'U!RIAtAI . 
A major difficulty laood by omall oompaniM h .. been lltoir inabiGty 1o &<eUnl rav.· material• repnll ... of the prioritf ratiago that they btld. It is a ,..ftoelion on the priority and allocattona S}'lll<m that 11nall compani('t ";th hi~th rat.nga weru unnblo to accuJ.e tho mntcriala whiJc lnrge companies, sucll fUI the n.utomobUo eompanie., ~pg;( in civUi~1 •"'rk and ~o.lding no priority ratinp .wha.taoev~, were able to conunue. producuon. Thtae lliiDIU eomp&nlee, m endul"oring 1.0 lf!Cure raw mat.eriftlt, 11re forced to tum from one produe~ l O another tJms lo8ing considrrablo Lima. tr work is spread through amaU eom: panies, there may be in one rt#ion hund~!s of amall companies.tetki.ng matmalt from one producer ahn another. Jt would then aoem n ..... u.ry to etntraHr.e the organitation of prioritiee and alloealion of raw mate-rials jtsclf wi lhin t.bo regional Orgll-nizat.ion responajbJo for war production within the area. ln it& SeCOnd Interim Report, the com .. miuoe r<OOmmt'DdC'd tha~ ouch regional om ... abould bop~~ lo ouppl.)' all ....... ,. information on availability of raw ma!enals. In view of tbc difficulties encoun!ned by the few om all companies wbieh have tJaus (tt.r obtained wnr oontracl.8, it. SOOll\8 desirable lO make a aubsl&ntia.l reorganiz.ation in the provision of raw malt'rials, by the oatablisbmtnt of nw matmal pools from which tho ~moll eompanioa oould dnw lltcir noodC'd SUJ>plies. 

N EED roR Rt:OIONAL BoARD& oP LAaoR AND llfD17BTBT RKPU'..SDTA· nva Ra70!(81•t.z roa W.u PaoovcnoM AND I...A.o~t SuPPLY 

In ita Soeond lnkrim R eport this eommittAlo indicated that effec­t ive steps to tran8(cr a nd supply labor for war production \\'ere con~ lingent. on close eoordioation between produetion planning and the labOr oupply agencies. At present tho same laek of .. ntnlir.atioo and planning exiota ~;th r.,.peet 1o the labor oupply and training u exists with respect. to war (}roduetioo. This poult was made. beloro the committee by \VendelJ Lund, exfeutive director of t he ~-1tchigan UD<lllploymen~ Compensation Commillion. 
Dr. LAM• . You .. ,. In fndlvkfual oommunft.le~~ and labor"-market ateM we need 1malJ ""'"OTkl~ council• repret~oent lng labor. ma.n63emrnt., and OovertlmeoL to •tablhl• a nd dJ.reet blt.llie coum\unity policy eonoernins labor supply _...._ Would you ..,. a word about t.Ud You ay that ofU'D. we hue~ -rilory eou.M:Ut in a "na" com.aaunlty at pwent.. •tr. Lvwo. ~Upt oow we find that in .10me commanJtJee wo ba" CO'-~ cout~tll on tralnt~ wuhtn lnc:ha1!1ry, and a.nother c:oounen on voutiooal educa~on1aJaMI l)l"rbapt~ a third council, or" IJTOUJ) or adv'-era. anywa.r . oa N. Y. A.~ ~~ .. ~· Tben the unions frequentl.r have a committee on tr'Unl..,. &Dd .,...... • .._ ' tm!')loyen., .,. aftdual.UKI. ha.-. eommitu. WOftiDc oa u.• lhJac.. 

.. ac.. ...... .,......... ..... "" .. 2ooiNI. 
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<lolDt ..... lhlo lhl"4!- bo aided - · u Uoon- - -~no~ •• ·u.ce .,.tl.n& witb the em.plo)'trtr. the uciooa. ADd aleo wlt.b U. EmploJ· ~'Servlee on thil p-roblMl ol retrt.lc.lna.u 

"";he aoovO pro~l lor c;entroli!Ation Of labOr oupply ~od \rai~ . · · in the va.noul rogJOns would appear to!,., ,..otial to aehlOT­~trnuesth·e utilization of this impon.a.nt. tlemen\. of • •ar production.. ~ •l!:,mutg clear thot the progrt6S of the war product.ion program 11.1•r crea•iniJly depond on the efficiency witlt which labOr •• trana­"'r~' trom noomiht&ry ~o. war producl;io.n. Important ,features of . rans(er .,. tho provlS>Ona lor rolratmng and upgraclina and for tluo .1 •kiUNI labor to the poinL ot whieh iL it mOl~ noodcd in .., rouhi' fflshion Tba va.riou& unions And rtpreecnta.th•C!t of the bru!;.{.0 , o! Michigan have emphAsized that defUti!e maebinery_lor 0 parti.cipatiDo is required fo! COM'tf'ltOo to . w~ ~uetlon. Ia~~ the c:a.., of production, a regwnal bOard ronmtmg of .'~duslly ,url 1 oor rcprcscntntives should J,., oct up lo cotnbhsh pohettt ana i:cilit1~t.a op~rations of the rt~ional procurement office of the Wa.r 
Pro<Juetion Boanl. 

• ,......_,., Nr. Lcmd. 'il'' llllltail.ta ~ JC.. " "-....._ 
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SECTION E.-INDUSTRY PRODUCTION PROGRAMS ( 

Under tloe oompany-by-eompany and item-bf-itA>m Pl'<l<edureo 
which have prevailed thue have been lirtually no mduatry.widc pro-
duction planning p~ams. 

The importance of the incluotry approach hao boon lonnally rocog. 
nited in lhc OJb'tlnizn tioo of industry commit.tece a.nd brane.het a 
Th(•i!o committcc.'8, consisting or industry reprcsootnti,•ce hn,•c bcf~1 merely ndvisory. The. industry branches which fonuetf opcmting 
unita within tha Office of Production Management wore concerned 
pri.rn&rily with priorities a.nd allocations. For exam ph\ the a.utoml).. 
bile-induatry bronch did not. discuss c:onvcl"8iou, basic to any produc­
tjon program. No other defense agency acted on tbia mut~r. 

Rcprt.'8entativee or tho de£cnsc agencies Slated tbftt.. lbert) WAI no 
indut~ry·•·ida plan for the eon version of automotive plant& to ••ar pro­
duc~ion, and. that. only ~ne .cons~mer-~ .lndu.stry had Men in .. 
vesttptC!d With eonv('nllon Ln mmd. This mdustry, the domtttie 
laundry ~uipment industry, was on~ of the smallett. conlumtr dur .. 
abl!'-t;OO<Ia indu•tnN.' 

The cornmittf'e had obtaint"d a first-band ftport on this convtn.ion 
P"'''""" !rem Mr. ~•hemkis,' who emph..a..t the eomptlling ad­
vant"f""' of the industry-wide and r.giooal approach. 
T~ lnd1utry Of' rtcional APJ)r'Oat'h to eonv-ersioo mt*M. aroon1 ochtr thlr~a-. 

lha.1 the bc-H~Iabllahed ~ ea.t1 eomptemtot the tooh And tqulpmt:at 
ot U~e ••nallt:r ~ Thty are a.t.Q in A bener po.ltion to ftnaDOO tilt pre. 
11mluary ~ndfltltrlna, produedoo, And CO&t rt.udjee: than a.re the •ma.ller CIOf~rn1, 
Morrow•r. by df!alfii,S: wfch the prohlem ()( eonvenion on an hutu,try-.-kte t...i• 
• ·e emil~ all or tM ronun1uurkoa ~·bich may be Alrcc:tC!d by Individual r~am 
IIIUI"'llo¥1'''' u .,.rllu 1 hC!I t.r~tlre labor supply of the lndu•try. Again, the lr•dunry 
AP1,r011eh Jll'~lllf A C'OtnJ>Mit4) J)l('ttlre of the "'·aJJable man-IIDtt,, rnaehllwry, 
toola, OOUr •pacoG, anrl related fa.tiiiUet ()( a.n enlire lndu11try. You have befOOl • ( 
you, fn •lion, 1 ho JlOI.C11\I1~1 of A vut fac:tory·in..eJ)IIOo, tho wallll Md (!(!U/na ol 
• ·hlch may ext••nd over nu111y State. and cmhraOe a laf'$.e auunhe.r of t~Omnnmflktl. 
J.~iJtallv. throuah J}()()lfn~ the lndh•ldua.l unit~~ of an lnftualry ln!A> 111 11ln•le •••ro-
gate, i)roeutt-tneflt problerru~ art •i.tnpiHled bodt for tbe lodu1try and 'he Armt'(f ltr\'1('11!11.1 

The irulu!lrv approach is essential hotb bC~cAusc of ~chnic~t l con­
sid('retiont' ftJH} the possibility it provides for tho sye:tematie piAJlning 
and oontrol or war production. 

The rorwcraion p~ntm for th~ laundry::equipmt:!nt indU5tr.Y • ·as 
d<>·clollfd by utoiT ol3 or 4 wo•kers in the 0 . P. M . during the ptrind 
Augt~<l to O.tob.r 10~ 1.• Tbe pi'O<edu•es emplo)'ed and the ,...uha 
obtaintd art deo<nbed .. follows by Mr. Ncbemk10: 

I thioll tbe OIMI t:umple ol tbe coavertion ol an ealire peM'lt'tliiMI lod..-t17 
loCo wardme prochteUoa il the eoa.vereioq ot tho bOUIIthold ~r ADd lf'OIIM>t' 
•n.........,..,.., ____ ,...,~of- ...... _ ..................... _'Z 

.... U.. ~ .,.__ .. • ..,.INtv IIIWI,...._ e1 OW 0G1ot fll "-1_. M•..__. • 
~ _.... t'- ...wr- tf' rtr. ... .....,. I• ...tdftfM M ..._ htiiiWY _ .. .,. .,. ... -== .. ~, ....................... ,~but ... for.U...::r~,...., .......... ~ .._ • .,:t:,=::.-::;:: =~~-~":, ·~~ ,.. .. ;;:::.~ .::~1 ::-=;.; 
Mot-.!llni"'4 ..... • .. -.;lft ..... flllU ... •• 11M ..,. l!lf tM lilt~ t.d:1....,., ftlflt P,-fll IIIIIINII..._. , "'•"-l.a.n llotWIMao "'· ~~ .... t~U~, <S.. &tcUo• cot t.bll S.Ooort, pp. ,.n.r t lit . ....... '-rf•'· flf: n. ... tm..-.o. 1

1'-lmOQ' ._ ,._, R, Ntbtllll. !a,llt. !..«!~ bwtq, pt. 21. p, ""0, 1 
'2'tliJIIIOOJ .. f'tCtl h, NtbtiStff, Wubl~ll '-itnp. pc. ,., p. NrM. 
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In the conT.,..;on of the auto indumy, pi-.noal, compoiiJ'-by. 
com~y procodu,... through tJu. &epar&t.e procurcm..,t tgoocieo were 
oonaidortd. The automobile branch ol 0. P. M. concemod ittol! 
primarily with eunailment and alloc:atioo of ocarce materi&lo, Th. 
l<pa.rol<l industry and labor committees w..-e merely adv;oory An.. 
tJu. declaral.ion of war this branch was Plaend by adminittrai.i~e onler 
diroctlr under the Direetor Gen.,..! and Aaaociate Diroctor General of 
0 . P. M . And they wuo elut~ed with the r .. ponsibility of convt rti 
the iudullry. A joint labor-mdustry nd'Visory commiil<le ,.

111 
set ~ 

by 0 . P.M. on January 6, but it was•ndieated that thia WA8 to function 
primorilv in an ndviaory enpacity. With tho ""tabU.hmcnt ol the w. ~- a. this advi•ory committee WA8 roconstituted. llfr. Nelson 
nppoontod Mr. Ernes t Kanzler bond of lito automobile brsneh with 
d1roet rCIJ'!)ll&ibility lor converting tho indUBtry to w~~r produet.ion 
still cond•tioncd by Ute di!pcroion ol procurement authorot.y among 
sav~ral tagtlncie. as in the pnse.. 

The a utomobile companies arc reported to have eet. up a pool or 
lhc unused macbinea which arc to be made generally .. ailable to 
members ol tho indus try. The mannfactu"'"' and t.be tnde uniona 
in lhe automobile industry ~ that tbo boulcoec:lt to .,.,,,. con­
vmion was the limittd auppl., of critical mecbino toolt agra .. ted 
by inadequate utiliution of ok:ilkd labor. Tbe importuce of tbia 
bOIUoned< ,. ... described by Mr. Roberge, of tho Ford Motor Co. 

Mr. Rou aoc. At the pr(Wftt time the bottlmedt ol our plaoe t. tlte toolrooa. 
We are ~hd up In the toolrcorn.. We are workin~ fuU f'APM:ilJ' then!, aod we 
1riD be ,,. mocut• 10 eorM. W'e have cmpioyad a)J the CMat.Sdt tool·bou"' thal 
" "'t! tan J110Mlbl7 ~. Ro \hat any ne11r eontraet. ""'UJd be d~dt:nt U(lOft our abt1il)' to ~mploy tool·hourw from tbe out.sic:k 

Dr. I~AN•. You 111'0\lld ha'-e to 1uboontra.etf 
Mr. RoUAOL \'t~~. We are doin& t-hat Dow to the utent ol hundA.'CII of t bCMliAn(J. ol tool·bour~. 
J>r, J.,u•• · So t ha t ant plan ol U.it kind would ha,•e to lnc.lud~. In your Mtr· 

mn lon, A new poolln~t of maehlno-tool eapaeitlet out.ldo or t!H) [ndlllltr7f Mr. Roncau. f::raetly. 
Dr. I.ANJI, And 11ueh poolln~ would t.ra.nsrorr11 yqur ~t.lhltUionf 
Mr. ltonno•. h wo11ld hefJ' 1r a commlctcc eould tlnd out&ldo tool •l aoun. wlllch wu ,IA\'fll't been Ablo to find M the J)n'.ftnL d mt". 
Dr. L.uut. 6ut you wouldn't be ptepal"f!d to ea..• that. 101.1 eould take 700r 

eldedng e4'J11fpmer" and ten vert. i~f 
Mr. no11ra•oc. '\!.ou can't con,·ert. ft without too1makera. 
Air. CAII:LTOH. Con\'('rL co • •bat, wouJd be a good que~~tfor~ t o ulc: ri• h' now. 

We are calk Inc abcHa& con,·trtins aome&hlng. in t:t netalitJtt, and 7011 ean onlr do t lla\ hv ae&uAihlt"t. 
r>r. l.,u;a, Jlerha.PI the onlY w-a..,y you ea.n dC!t.tnnine what/ou c-an eoan •ett to 

le to b&_.e I he eontrart• • t.tndlng in Une waiti~ ror 1otl, a.n tbe llll~lon of 
Mr. Taub. I ta.ke h., f'&Jls lew that, tbtou~h che ope,.Ho01 ol thJe lndut:t.,-...,.. 
~'' eoundt. • hkh • W be 1a a J*ltioa to .atit:it Of'dtn on a ...a. a....,. 
lba.al an_,. • hkb JOU ba,-e bten able e.o .pot*> far. 

Mr. C ULTO<ot, That nuaO. a f'Oat.pltte ref'oludon ol rour •holt ,._~, 
prqva.m, •hkh II at the moment iD the band8- ottbe a.noec1 r~ to do aU tbe 
burlft4r and PIOC"UMntlU, and cbete \'1l.tiou eommru.,. have beta down heft 
...-erk altf't Wl!t'•, and aU·~ are calk_i~ about is eurtailmen~ aad anot.tiont. a.lld 
priori&&., attd cbS. II IIOmethlnc entln!lr cliaetl!'llc.. 

J think •e ha\'e too ma.ny eommitc.oc. a lrud1• We art w&ltlpt" &hiM Ia 
C'OmmJLt~ moe-tlnp . I think your otna reeorn:meoct.tfon r. mueb beLier.• 

Tho iJnporiAneo ol upgn~dmg of labor skilla wu empiUUiizod by ~lr. 
Anderson ollho Oeneral Motors Corporation.' 

I \\'a.bfQIMIII ._.I._, pt, at., pp. tfn.tnt.. 
• Wllahlnatoe '-'i-. slt. " · "'· ,..n-w1'l. 
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le~ b)' malnt&lnln& tt..e wwktf'lt tvea. wben tb.ei.r work It u\llbed bMit ol new Job. ()Omln;s ln. It you had a Otn\ral &flenoy, fu.U aetlvU.[on '';: bo direet«l tov.-a.rd U1o actual work that wu N~N~nU&l to be dont. 111.a .. ~~ • been worked out. 
- t 

~1r, ~kentt-, of the U. A. W., empb .. izcd the need for ceot.-.1 plMnlng '"th ,...poet t.o labor supply. 
And mAY ( ra.iae &notber qutttc.ion on this ttalnJns propa.mt At \be,,_. dme, wbea we ate look.iag forward &o wba&. Ia colna &o OOCN fD. \he .,.., . 1 Uten b • very iaadeq~ U'&lnlQ& Plf'Oirs.ID amoac the auto wortaw who a year, in the elcllled bradce&.l. For lnmnoe, rn the Lrlw palo~ foundry and inti re rl. Ullitf, ttiOI'O lli'CI ~bou.ancb Of WOtkC!R who at'e DOt betog tr:a.tnod tA)

1 

go [ntO ~!t: work ••btn it will bcco•ne eMeot.la.l. 
Now1 .. ..,. &lllooklfts forward. "fa.. 8guret \hat •ere ,tvoo r..wrda~ looked f<W'W'ata \0 tbe. utili.aalioO of I be maJorfty Of tbeM peop .. la del'entt. Tocl il the t.imt \0 a&&rt. tralntng Lh• poopfe for tbe jobt tha1. they are golna to ba:: to do. We 11hould oot walt unUI tho need beeomtliiiO great tbat anot.ber bottle.oedt it Cf'tated, 
I Lbink tMre M&ln d•as. • et~:~tral plannift& -..ncy eot~ad utilist tb. Ad.i"fU. olt.bete peop-, bOW them In the community .o they don ' tmlpte-whlcb i.t 001 ol \be q\itttJons raJNICI yeet.erda,.-lteep them Ia a oent.ral wpot by traJnlng 1,bem slve them • auffielent. wage whllo tralnltJa them, and break. tt1em fnt.o the tndWi&rJ &J lbe n.c«13 become apJ)&nl:ot..ll 
The..,.. point was brought ou~ by Mr. Reuther, aloo ~preaeoting the U. A. W." 
Mr. Su~~t.MAN. Now. Mr. lleulber, Mr. Andereon, ol O.,neral Mo&.or.. YM'«­day ti&'ed tb&L a abortage of tkUied worhn preventl the utUi&aUoa 0( ~ toolt OD a full work.-eck bulL Do you a,pee whh tbatf Mr. R• vntca. That is becat1!Je fAIW:h oompany it 1b.ilt1ns for lltelt. It S. true that I he~ bAvG been C011ll)anie8 which COUldn't get llll Adequate I Upply Of tkllled meehAnie~~, and lhat ill why _... proJ)OMd an over.a.U &«eocr to IU~•IM the seotral toolinK ~m. F.vu tbea. lf lbe plana. tr)' &o utu ... aU ol tWt ~- ft.rilit-., a lboru«e ol aki:lkd help wUI deYelop. But U..\ it whcft • ·e propote the u.e ol tbe uppadio8 prlneiple-1 or IOO•in~ •killed J)oople rroro production Into thfl toolroom, lnter"-!llylng tbtur traiojng for & lew weeks and &hen U;'!ln~t them. 
We think: lt auch • rwocram were worked out.. there • no rtlll80rt ·~ we CM•t. II:Mft ev.,-y Loolroom and ieep It eoirlJ 7 ~a week. \.bree ehlr.,. a day. Mr. s, .. IIU.:f. Provkk!d you have lhit eet.-up whicb you propote, to tAke MN of itf 
Mr. lt•~nnu. 1'hat r. r-i-.M. You have a eJlu.Uon now where one eompu7, beizlf; further advancecl in jy procr&m. may haqalllort.apot &oolroorD IIIMil!lwlb for a DIOftt.b or S wetka. Some olbcr com.-n1 hM tbott! .ame medwlb, doio1 ~killed tot-. but h&ogiq on beeau• thelr toollnA Pf(I8J'Aift ie • ti.ll fn t.ho bluo-

J
)rlnt elqt. Tbie lAtter compAny'e t.0011n(( progrAm wJll materlalla:e • monlM rom now, and It t. hAnging on to thOH aldlled methataiaa betAUM It Ia BOW& &o oeed lhem 4 mood .. tat«. 
If .-e Ud M &pnt1 that «Nid uee lba" over-&11 ,._-,oo;,. ol akJJled rrM!C'laatlb. they oould be -ent into the pl.ltl1t1 wht'rt lhey a.re needed now, and not. kept. b1 lhe other pl.nnll beeau.o or a pro~rAm that. will mate~rJaUxe 4 moolba heuco. You c:Ao't approAt-h tl~o ll'(lmeodoua productive job that. d~oe .. .,. elfort. dtrD&Ucll on tM buLl ol ovew-y eompan1 opera.tlns .. •n lnd.hidu.l produedoa unit, meedfl8 iLf toolin« ptObkoml.. h• labor suPPlY problem&, iY priority problems, all within the fi"'UDI!!-"'tk oil~ own orpniU:tloft. You hAve so& \.0 do tbll 00 Ito.!) indu•try·wide bMif. 
Mr. TnOMAit. f l'l tblt elaten,enl whJeh I have btou&ht wttb me thla mora~~~~ and whkh I would like to have lnduckd In the n!C'OI'd. I •"Onder il JOG ba'"e ..a .,. oppcm~;mhrto .-.d tbe contrete propor.at. thAt I M,·o mAde. Mr. SrAUMA!'t. n~ mtlre ttAtt!neul will be made a v-rt ol t.hf! l'fiO(Ird, and many of tt•.,_e quctUon.e 'A'Ilieh we have been aubmllUng to you b.a"e belen dnu~o•n UJ> rrom thAt ataltn•ent. 

Now, Mr. Reut.btr, rou meotioo the uppadinc_ ol akiUecl WOtttn. Nr. ADdnaoa ..-, rtlemcl &.o that yfllt.fl'Cia1 Itt tUt *Umoqr. Uow ra.r baa lbal polleyp~l 

II WIMIIIIloa btar~:t~~:t. pt.,., D<D. tr5""""" ot WllolllfU ... ~ 114- a._ pp......_ 
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1. &ea. up maehlner1 by which the Go•ernme.nt wtu dl.roet-IM&ead of mt.rely t-ooou•~t.be UM of tmaJI and roodium...taed pLant. io wppltmeut tbe produo-
&lon ot plaoLI. We m.a,y need eompW.Or1 ., well u •~un~ aubco., 
traetlfi$. oluntAI')' pooU~ of /a.c:Uit.iet by emplo1.tJ'f In a ctno lft!I~J' or ~na abould be tncou.rt.pd- but •here thlt laiat. the OOVft'llmertt IOOUJd • that pOQiinr: occurs U II. wW tPHd produetlon and emDloYmt.a\. 

8. "1'be COverameatllbouJcfhave a~,. expaaded eofp. ot fDdustrial ~ 
and oc.ber C«h:nj<taJ upetV--dratla] rrom tbe too rub ot tad~ IUidt 
and ach·be tbe ~emeat. o1 IIUller coneeru la uUllaltaa tbeir taeilhJil tor ...,. PfOd:uetJoo. 1'1UI M mt wdu:ticaJ poup aboWd worlc: with lllilita17 aut.boriu.. 
m ad~tin;s tbeit apoclloa1Jom 10 f!lt indut'\rlal &ec.bnlque. ThUll tar moe;a. 01 tbt 
fnltlahvc bM betn with employv., who bavo to J•rn whar. product. are netdc!d 
And lhen bid lor tile Job O( bulldfn& tbam. In Lht future the Ptoeurementtt f.oey may have to 10 ou1. In eome~ eMM and •how tho e.mJ)IOyer how he can build wb

1
tlt n~. and get blm 41ArtCKI. 

0. Set up definite rn.&eblnctry whleb will sive OflanJaed labor a voiee ln p,lanulna 
a nd aeoeleratins t.be (OIIVt-rtkln to war produetlon. LAbor'• atAke in tho t:ru.tr.oft ot new lobe: .OOUJd tllmulale many tugettiona N to mtLbod.J, pooliD8 Of fa.clUUet. and a.bort.-euu, whit:b mllbt. be overlooked br individual tnan&semtat.-u tomt ot lAbor• tug esUon• have been owcrlooked in tt. PNt.. 

10. Evea a eombiaaUoD ol aU tbele aaelhod.t wiD DOt make WOrt: l.auDcclactfr 
for eveq mao dilpl&ced frotD hla uaual c:iviliaft wwk. SiDOO IIOtDe dvniaa pro.. d~;~dioa, will, DO doubt, tM allo..-ed lO eootlnue-t~t IH.a:t for ~ .. P'l~'­
~t. abou~ be anoo..t.ec:t t.o thoee eorumunltk!l whleh have ll'IOft diftlelillcz or dt'tay In CIOft~Son. The tame principle or allocatJon to da.t:re..ed oomrnu.n 
UM thould be obeen•ed In eonneetion wftb oerta.ln nllllt.ary lt:ema • bleb art pi'Odue«< In ordJnary ph~ntAt-tuC-h u heavy trucka. 

I I. tr "'e ha\'CI a labor turplua In the montht abeA(I, we ahould uto at Jl'illt 
p iU't. or it In Government. work projetts whleh are u~eful for defenee---p.yln,g 
a r-eAl wa.go ror t.he work that. 1.8 done. Labor powtr that. rol~tht. othe1'111"1M be Sdli 
ean be wled ln build Ins dtf4!.nM hJsbways and dto:fellM bouldn&, &fr-raid •helterJ. . 
eult.tion fadlitlttt., and .o for\h- wblcb we may oot. have tnan'J)OWU LO crtt.tt !atM. 

12. Event~. 11'0 •Ill t8btorb all or our d.ilplatoed wcri:t,. iD ddftlflt pr-. d~lioD.. \\D.ile ... wah for tht plants and plana lO be 1'.-dr, we ~bt to lral• 
"-e people In the atJJJ. \hat. ..OJ be oecded. Jt would be a rood ibTe~tmeat to 
• ppropriatefubda to.,.,. tbo equlvaltutot real w~ wblle they uebeins ttalnecl. 

The above rooornmenduions on use ol c.xla:linx facili t ies, cent.rali_u.. 
t.ion of proeurement. within a single agency, u.so of tbc directive anetJ1od 
in war production, employment. of J?roduction onginoor&-aU &UJ)J)Ort. 
tJ1o commjt.toe'IJ J't'OOiluncndnLions m jt.a Second Interim ReporL ol 
December 19, 1941 . Tl16 Governor's progr•m ndds (poinl 9) ll1o 
rt'C..'OilHnendat.tion tbat. organized labor be givtn a definite l"'ice in planning the com·enion of the industry. 
,,. uruon laltimony emphuaoo tho mall,)' tecboical problMll 

underlying con,·enion of the industry as well u lhe need for a t.iugle 
proeurt'men1. a,tency. The union ealJed for an ove~.U managtmtnt 
produet~n board madt. up of Oovf!rnment., labor, and industry, ,.-ilh 
autJ1ority and rt8pon.tibiJity for supervising tho f.roduction of war 
nuu.eriaJ.g in tJ1e intlu8lry. Tho U. A . \\', brou~ ar. forward a pfnn 
dtwclopect IMt ~'ear by Mr. Rcutller for th e oonvel"8ion or I be iudll8Cry 
1.0 be tt•lministe.rcd by such tt war production bonn:l. . 

Mr. Alex Taub, nt. t hllt. time chief euginoor in tho office of Assoe1alc 
Diroc<or or 0 . 1'. M., t""tified oo U1e tec:linical problems lo be ~~~­
rount•red in the rapid oonvtn.ion of the industry, a.nd on the adnu.n·· islrative mt<'banimuJ rtrquired. u 

Dr. w..,.. 'l"be committ8'• 4ndlnp and r IOfnda tlonllad.ieate the ~J! • olocle body--_u, WO<IIcl bo 10 ptan aod ....... r .. w ,,_ oon'.......aon ol tbe mtlre • utomoblle lnduatry. " ..... ..,..~pl.,., .......... u. 
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Karch 17, 1942 

FOLLOW-UP FOR THE SECRETARY: 

Ras Yr. Haas furnished rou with the information 

which rou asked for in the attached cemo? 

• • 
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Ur. George Raaa 

Seoreter,r Korgenthau 

l.larch 1.3. 1942. 

I wonder 1t' b7 'l'uelda7 mornin8 you can hne 
fixed up tor me a sheet arransed on the old baai a-­
&het would be =nthl:y-ehow1ng wbat orders aeoh 
airPlane tWlu1'actur1ng cggpeD7 hu tor I.-engine 
boc:lbcr s , 2-englne bombers, and then alao what thq 
lulve 1D the ''~~7 or 2- engine tight er e , a1Dgle- engine 
figbtcre , also what order s the7 have for the nav,.. 
What I h~ve 1D aind--I believe 1D a nucbar of ca~es 
the7 continue to manu!'acture models lol\6 attar we 
know that they a r e out or date, 

You had better give ne a pencil sketch aonetlme 
this oorn1ng showing wha t I ""nt before you go to work 
on it, 

I Bleo would 111ce to have on that what plnnea t heT'v" 
delivered e i noe the first ot' • nnuury ot thi s year , I 
auppooe you can get •a.nuary und P'ebruary t'igurea, 

It you h1.ve any trouble with Stacy !lay, let ~• know, 
I ' d go directly to St acy Ke7 on t h is, 
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STfliCTL Y C~NFIDENTIAl "' 
J.lrplane Manufacturing Program ot Glenn Ma.rt1n CompanJ, 

Baltimore, Mar7land. 

Manufacturing Program a& set 
up by War PrOductiOn Board 

Number of Airplanes tor which oontr aote 
had been placed January 1 • •••. • .•.•.•.•••.••• .• • 
Number ot other planes •on program• •....••.•...• . 

Nu~ber ct other planes •on tile in 1 ••••••••••• • • • 

Subtotal •.••••..•.•...•..........••.•..•••.•• 

Deduct program lteme delivered by January 1 •••• • 

Total number or planee on Mart i n program 
on January 1 •••..••••.•••..•.•.•............ 

Delivery Schedule tor 1942 and 1943 

January .......... . . .. . . .......... . 
February • . . . • .. • . . .. . .•. .• . • • . • · • • 
March ••..•...••••....•...•.......• 

April .•.•....•••...•.. . ......•...• 

Jl.ay ••••••••••••••••••••••••••••••• 

June •••••••.....•.••.•..........•• 
July ••••....•.••.• . ..•..•••......• 
Aug\1.8t ••••••••••••••••• 0 ••• ••••••• 

September ••••••••.• ... •••.. · · · · · • • 
October •••••..•...... . • . ...••....• 
November •••.••.•.•......••.....•. • 
December • . ....... ...... .. . .. . ....• 

Total ••. • ..••• . . .•. . .. ...•••• . 

1942 

57 
81 

100 
121 
146 
180 
185 
193 
201 
209 
222 

_ill 
1926 

3017 
2965 
~ 

6422 

208 

6214 

ill}. 

234 
236 
239 
242 
245 
248 
251 
254 
257 
26o 
263 
26o 

29g9 
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Varoh 17, 1942. 

ros The Secretary 

~'ROlls Ia-. SUl.llvan 

At tbt suggeet1011 of Idee Chaunce,- th:1e afternoon 
I telephoned tbe Attorney General mel told h1a I underetood 
be bad euggeeted tbat S67 111111an gal.lone of bootleg JDUb 
would be deatro,ed unless they oould be comerted into die­
t illed alcohol . Be i.aoedi.atslJ' atated tbat be was afraid 
tbia fi8ure woul.d be too M&h. I told h1a our seizures 
tor 1941 were 6,868, 078 gallons, tl».t we had deetro)'ed all 
this an:! all moonshine spirits because tbt cost of re­
distillation exoeeded the n.lue of tl». mub and the spirits 
at the time of seizure. 

He said it had not occurred to IWn that tbt maab 
was distributed over such a wide area am in euoh inaccess­
ible locations , and be could readily understand that Ida 
suggestion was impracticable. 

I told him I 1IOUl.d be glad to eend. him our ligures 
on the ~~&tter it be cared to ha~ thea. He said. he woul.d. 
J.c~ly, I sent. b1a exoerpte from IIf1 .....,randa to }'011 
ot .,arch 9th. 

315 
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~ : ~· _ __;111=-"-'~-t.:r 
.... JSal WD4 wUil \lie hontaJ7 

UOil\ WI - U lea1 t -••....,. h 
llan a W1'1U• "JOlT• 

' . 

l'r011 1 IIISS IIORTOII 
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, 
31? 

llullll 17. 1942 
a,u4o1pla l'lllll 

S.ON\UT MM".-\Jiall 

11ow \hat ,_ are 1a ol:l.up ot ttaia, I ~4 l1U 
t o mow 'llbe\her \la1JI re1 .... wu epc~~~ka- or ~ 
tile 7NU1117 att..ale\e4 U u4, 1t ao, 'IIIIo wu reapou.l­
ble. 

I • 4e11Cb\e4 wUh \h ... •"''-'- u4 hope \hat 
.. ou ,., 110re u.a th•. 

1/lf • ~;, ~ jJ(J'J;e:, 
.-, /}f. 'Y. • -1/ ,/_... .d 
'u..4P zLrr - .. ~ 

f~ ~~-- ~~.&J .. ...J 
....... .w,~ ... . !: 7 -~~y 

F ,.u_, -f. ?>/#/ 't,_ 
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.£I• NIJI!p! .. UAY TeiAY CAlli Te T1ll IIPHilT er Til TUAiftY'S 
318 

l AX p .. HSAU a• AIIAILU AI •slec&JN• Til lJIIT PU Clll'l IALU 

LtvY SUC:C:lltll IT TU IATJ .. AJ;. Allee UTi• er IIA_,ACTIUU, 

III U SPTD TU IAJI PLAI •wevu IIIAI A IIACl CWT rea lYUY WeUU II 

TIE MATiel .. T .. LY er IIC:IT na CPIT MT er lJCIIT na CPT PLII Til 

ACCUIAILATP PIJCI JICUAIU IUILTIIIC ra• IICII A TAX.• 

IIVUAY ewtLJID A lli•PeJIT CJe TAX ,.MW, IIIUCI D OSSI 

e•snTVm •1 .... Te ... , .,... ce~~eaus • 

.J/ l'7••lll006A 
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c_- 3~9 

Til AIIDICAII FDWTI• tf 114CIDS UPUUD UltMa 

tPHIITI .. ttiAY tt PltHIAU FU A .... IALU tAl• Alii DID CtMUU 

Tt PATTIU TU I.U UtDii PHIUII ArtD tu DCI ... an- tr til 

up•Q!· - VlUlAII Wl'JIIUI, &C ... ICI PltFUStl tf QIIUI Cti.UU tf .. Ytll 

fellY, IUIU1111'111C TU TIACUU FD&IATI .. , ttU TU IM$1 IIAYS AD 

IIEAIIS Ctllll,TTU TIAT IALP TAIU II .. LI lltU IUAT aAUSIIP .. tn 

LIVEST tF ALL ARIIICAI IIACI lltiPI, 

• LI .. AU ... IICAIUUI LAitl AD, 1 IAU lAY, A IIA.IUltT tr ALL TIE 

ytTII$1 AU IIJilll tn UCUTAIY tr til TUAIDY ,• 

IIITliPS SUI, •nn: AIIDlCAII "ILIC II 1 .. PIICAUI &rrlCTIULT 

~AIIIST TIE st'i' ttl ... II , .... ., TIE .ftNHU u PAX PI'ICIPLI 

IF TAXATl .. ,• 

VlTliEIS SUCCUTII tiE llllll .. tF TMI TU:AIVIT I&Cti!IIIIIIATJM 

••Ill liiCUAIU II IICtU TAX IATU Ill JIACittTI Jll.tll $2,,00 IF 

liET IIICtlllo 

IUT
1 

Ill Allll, Till IICAIU.ATI .. Ill: IIPIUllltll VIVLI Jl VILLJIC 

Tt ACCEPT Til TUAIQT ' I IICIIIIIPIATllll Ill AU., -
3111--IIO,liA 
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Deer l!Jt. Tou •al•h 

nat .... tnl7 •plfiaeat ..... ,, 
•hloh JOD aollll•tea far ua oa Seta.., anq. 
1 enJOJad an17 at.lte et 1t aa4 I • ..q 
aorry U.at lt .. •t poaalble for • to be 
La ! t w York oa that aYelllDC to trHt 7 .. 1D 
para on. 

All or u are eo gNte!vl ta rou tor 
JOUJ' wllllDC8118 te lea4 thlt .. rl11 ef 
concerti oa behalf ef Defeue BoaAa. Aa I 
t old 7ou oa tha en1llaa ef Uae tlrat .... ,,, 
•• at t he r....., .... l4er lt .. Maar to 
!:en roar e..,. .. u • ..a • .,. .. ,. 

I ~ tbat theM \rudo11t1 M•• lanbe4 
muab hard work tor 1•• Mt flU ... be nr• 
U at t be7 han glYI& plau1IPI •114 luplNtlOD 
to allllou ot llateMn. 

SlDIINlle 

Wr. Artvro Toeoa•l•l, 
:!S< th !:tr .. t 6 111Upellde111e An., 
~ lYerdele, a.. Y.rt Cl'r• 

FK/cgk 
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TREASURY DEPARTMENT 

INT£ " O""H:£ COMMUNICATION 

oAn 118rch 17, 19112. 

Secretary rgenthau 

1 . Attached to this memorandum are tables ~ 
showing (1) the number ot agents qualified to issue 
Defense Savings Bonde, Series Et at the close ot 
business on March 1~. classitien bf type of agent, 
by Federal Reserve Districts, and (2 ) the number of 
such agents on selected dates since May 7, 1~1. 

2. Agents, other than poet offices, qualif ied 
to issue Series E savings bonds numbered 20,511 on 
f~rob 1~ , an increase of 155 since March 7. 

}. On March 1~ , t here were 826 corporations 
qual ified to issue Series E savings bonds on payroll 
allotment plans in accordance with the 1nstruot1one 
contained in your telegram of December 27 t o the 
Federal Reserve Banks. This represented an increase 
of 63 corporations over last week. 

Attachments 
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Number or agento qua~1!1ed to 1aaue Sertea E 
So.v1nt!'s Bonds, Hay 7, 1941 

to da te 

!~§ : !l'!2 
!'lily : ept. : Jan. Jan . Fe • MarCh KarCh 
1 3Q J J1 28 z 14 

ColllCiercial and savings banks •• 7, 676 11, 571 13,6!8 14,097 14, 24o 14,264 14,280 

Bui1ding and loan assoc i ations 739 l ,4Sl 2,064 2,434 2, 56o 2 ,~ 2,6o1 

Cred1 t unions •• .•. • .. .. .. . ... • 8 389 1 , 368 2,080 2,479 2, 536 2, 589 

Other corporations !f •••.•••• • J 5l 686 763 826 

Investment industry •••.....•.• 37 6J 65 67 

AJ.1 others •.. . .•.. .. .......••• z 21 28 22 1JZ 144 14! 

Total other t han post offices 8 ,430 13,468 17 , l 4S 19,098 20, 165 20,356 20, 511 

Post offices • •. ....... .•...•.• 12 ,!12 16 ,422 16 ,8SJ 11 ,122 lZ ,22S 16,022 18,022 

Grand total. ••• . .......•.••.• 24 ,242 22,s2z ~ 10Jl J6,22l J8,02J J8 ,412 ~s . ~zo 

orfloe of tbe secreta~y of the treasur y, Poarch !7, !942 
D1v1a1on or Research and Statistics . 

!fIn accordance w1th telegram or December 27 , 19'+1. 

• 
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J. eoue E 

Corporations and associations : 
Federal Reserve District of : 

Boston . .................. . 

Nelli.' York • ••••••••••••••••• 

Philadelphia • •• • .••••.•••• 

Cleveland ••.•••••••••.•..• 

Richmond •••.• . . . ...•..•.•. 

Banks 

S37 

1 ,16S 

S51 

l,lSl 

1,025 

Atlanta. • • • • . • . • . • • • • • • • • • 1, 026 

Chicago. . . . . . . . . • . • • . . • . . • 2 , 31+5 

St. Louie. . ............... 1 , 379 

Hinneapolis............... 1,2S2 

Kansas City.. .. ... .. .. .. .. 1,775 

Dallas.... . . . • . . • . • • • • • • . • S6o 

San Francisco . ........... . __22h 

Subtotal. . . . ........... 11+, 2go 

Post offices ••• . . . ... . .•••.•• 

Gr and total....... . . . ........ 11+ , 260 

: u l d ing : 
and 
l oan 

:a s soc1a-: 
: tiona 

21+2 

255 
111+ 

3S5 

195 

15S 

1+79 

160 

5S 
191 

121+ 

24-o 

2,6ol 

Office or the Secretary or the Treasury, 
Division of Research and Statistics . 

Cr edit 
unions 

221+ 

1+13 
121 

31+7 

13S 

1S6 

272 

71 

76 

176 

23S 

327 

2,5S9 
---

2.5S9 

!J In accordance with telegram of December 27, 191+1. 
gj Except post offices. 

Other Irivest-
:corpora-: ment : 
:tiona .l:J: industry : . . . . 

5I+ 
61 

lSI+ 

1+6 

36 

27 

261 

1+3 

5 
19 

62 

~ 
S26 

S26 

7 
g 

17 
g 

6]. 

All 
others 

y 

2 

1 

2S 

2 

3 

35 
6 

3 

14S 

---

Total 

1,372 

1 , 969 
1 , 270 

1,96S 

l,l+o3 

1,397 

3,l+o2 

1,663 

1,1+21+ 

2 , 198 

1,293 

1 ,152 

20' 511 
1S ,059 

38 .570 

March 17, 1942 
• 
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0 

U• 

eo.puaun lkt-t of .U.a Dolri.JIC 
J'lnt ftiri- llaaLD.an ~ of liard>, :r.ll......,. aa4 laaAZ7 19-12 

( liard> J-.16 , J'M......,. J-.16, ~~ J-.15) 
Cia :tul.a of lana l'ri~ 

('-\a LD. tl>AruaD4a of 4ol.l&n) 

lel .. 
AaoDt of IDOl' .... I 

or Deonu~-} I 

I I m 1 :r.......,. 
I llaroh I :hlmaq I la.JI!Ur7 I ...... I -I I I I :r.ll....,. I 1......,. I 

a.rt .. . - Poet Otf1cee . 117.~ t511,6111 • ~,277 -· 7.350 - · 21,663 a.rt .. . - ..a 1JI, 765 207 ,ollll . 22 . '135 - 61,27! - 17,191 

Ius .. • - !o\al Ul6.029 261,651 3011,213 - 75·=: - 116,555 
lei'S" r - ..a 22,9ll 32.759 :n.331 '· 572 
lel'laa 0- Jab 102.970 l6o.901 ll!! ,0111 - 57.9)1 rz.'" 

total 'JU1~10 tll55, ]!11 t\:z2,~ -t!lll, lllll - · 211,nll 

ottsce ot tbe lecn\al7 ot \be 'lrean.q, :D1Tlalon ot laeeareb u4 1\aUaUca . 

l'ere•M&e at tao~• 
or :t.oreua H m hli"'**'J' 

rnl' ..... 
:hllraq I I!!!!I!J7 

- 13·"' - )II ... 
-~ - 1.0 

-21., - 1!1-1 
- }0.1 
-~ 

- l.l 
!b. 

- l1·"' - '·" 
llareh 17. 1§112. 

lovca 1 .All t1can- an 4epca1\a with •~~oo !raulll'&r of the 111lh4 ltatM on a ooCIIIDt ef prooaa4a 
ot Alee of 1111\84 ltatee .. rtacw boad.a. 

lot e: rtcar•• ian ll- rou414 t o alal'tlat ,hcu..,4 an4 will Dot ucHArll.T M4 •o ••tale. 
I 
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Ulfl!'li:D a~ s.o.n:ws JIO.liDS 

Da11¥ Saleo - Mal-ch 1942 
On Baoio or Iooue Price 

{In tboua&Jl4e or dollaro) 

l'oe• O!tico 
Baal< lloa4 laloo .Ul J...a.laloo 

Joa4 Ialii 
Da\o 

lorloo I lorloo I lorloo ., hl'l•• 0 ! o\&1 hri11 I lorloo ., 

llaroh 1gli2 

2 • 5,111 • 15,168 • 2.~3 • 1,726 • 26,636 • 21,671 • 2,~3 
~ 2,975 •• 1159 1,629 8,7110 11,861 11,1134 1,629 

3.395 l.ru 2,651 12,55& 211.~ 12,221 2,651 

i ~·ali' 10, 1 ,68o 11,170 23,991 111,317 1,6So 
,1~ 10,696 1,759 10,!25 23, 279 111,~ 1,759 

7 J ,liao 11,516 1,516 6, 321 19.1199 15, 1,586 

9 11,967 11,636 3.9~ s,w 31,o6S 2J ,6oll '·'" 10 2,1011 5.719 1 ,365 11, 162 11,2116 1, 523 1,365 
u J ,l56 10,002 1,533 7.2~ 11,823 13,158 1,533 
12 2,616 1,1111 1 ,1J3 5.5011 111,750 10,100 1,1J3 

~~ 
2,682 10,5911 1,o65 , .007 16,666 1,3,276 1,o65 
2,797 6,616 1,102 • 7115 12,1163 9.1113 1,102 

16 11,11611 1J,193 1,1115 8,&,3 23.301 17 .&;1 1 Ill~ 

!o\al • 117. 2611 tlU.~ * 22.'111 
I ... A~ ,_ i i2611. 6116 .... J: Mft Ia 22.1111 

ottloo ot \be loor••lll'7 ot \ be hoaftl'7, :Dindoa ot loooarch ..., ltaUoUoo. 

lovoll .U1 ttcue• aro lopoeUe wUb \ be hoa.,...or ot tho Ual\14 "•'" oa aocou\ ot procoo41 at 
1&111 ot Ual\14 1\ah• ea'l'illp llolllle. 

Jo\11 ftpne lla ... booa I'O'Uilo4 \0 -11\ Ulfta&Jlcl &Jlcl. wlll DO\ &IOIIO&I'lJ.T acl.cl. to \o\&11 . 

lol'loo I !oh1 

• 1, 726 • 32.~7 
8,710 21 ,8113 
12.~ 27.~3 
11,170 27.167 
10,825 27.1151 
6,321 22,9~ 

8,1111 
11,162 

Jli,OJ5 
111,050 

7.2r! 21.9~ 
5.5011 17,= 
~,007 19, 
. 7115 15,26o 

11.6cl'J 27."' 
.......... _ ltu1.«1lft 

llarob 17. 1gli2. 
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(In t hot.:eande o f -1~eeo ) 

Nw:ber of : ~~Number or nieces :;toe "' ~ on nn~ .lS;. 
Dleces sold manufac tured a t close or deliveries 
·this dav thls dav dav this day 

Har. l none-closed none-closed 2~ , 386 

2 3o4 500 2~ . 5S2 

3 16o 500 2~ ,922 025 
~ 171 500 25, 251 

5 200 ;oo 25 , 551 625 
6 210 ;oo 25 ,S~l 

7 211 none- closed 25,630 625 
g none-closed none- closed 25 ' 630 

9 ~~ 500 25, 786 

10 123 500 26,163 

ll 192 300 26, 271 
12 157 300 26 ,~1~ eoo 
13 193 300 26, 521 

1~ 137 none-closed 26 , 38~ 

15 none-closed none-closed 26 , 38~ 

16 271 300 26 , ~13 
orfloe of the Secretary or the Treasury, March 17 , 19'l-2 

Division or Research and Statistics. 

!I lncludes stock in hands of (1 ) Federal Reserve Banks and br anches , (2) Post 
offices, (3) FedeNl Reserve Bank issui ng agents, and ( ~) Treasury vaults 
i n Washington. 
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TREASURY DEPARTMENT 

INTER OF'I"'CE COMMUNICATION 

TO Secretary Korgenthau 

lfr. White 

Subject: Exports to Ruse1a, Free Ohina, Burma and other blocked 
countriea, as reported t o the Treasury Department 
during the 10-day period encHng l&aroh 10, 1942. 

1. Exports t o Ruu1a 

Exports to Rusa1a, as reported to the TreasurJ during tbe 
~en-daY period ending Karch 10 , 1942 aaount~d t o nearlJ 
$}}, 000,000. Landplanea accounted t or mor e than 4o percent 
ot Ul e total. ( See Appendix 0. ) 

2. Exporte to Free Oh1na and Burll& 

Expor ts t o Free Ch ina during the period under review 
amounted to $2 ,879,000. Printed matter ond explosive shells 
and project i les wer e tbe principal 1terua. (See Appendi x D,) 

Exports to Burma amounted to only ~2}, 000. ( See Appendix E.) 

3. E.xpor t a to France 

No exports to France were reported during the period under 
review. 

4. Exports to other blocked oountriu 

Exports to o1ber blocked countr1ea are given in Appendix A. 

• 
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ll 

SIMif" OP OIIHD SU!1S 
IXJIISTIC Dl'ORl'S TO 8IUCTID CQ11ft'RIES 
AS RifOR!'BD TO TIIB '1'RI!.t.SIJRI Im'.umiBHT 

:nu:. lll'ORr D!CUIU.TIOIIS RJIC&IVED 
OORDtO f!il I'BRIOD .INDICATID lf 

~ 281 1941 to Ilardi 10, 1942 

(In thowoando ot dollare) 

SIHk:iLY CON~ 
tm FOR PUBliCATION 

Jul,y 28 
to 

bbe 20 
Periodelllled 
l!bruart 28 

Period elllled 
Mars;hlO 

Tot.al 
Doaoat1e Jz:md.t 

6 

2 

2 

21639 

61933 

13,849 

6,245 

6,283 

21921 

26 

146 

183 

jJ 

80 

I )2 148S 

48 

283 

6o6 

• 2081194 

S21 6JS 

111l.OS 

6 

2 

28 

2,8)3 

7,399 

131849 

6 ,931 

Many of the export de~ationa are roceiTed with a 11i ot leftral da)'ll or 80re. 
Therefore this e~apilation does aot. aecurately repre1ent the aetuli shipnent. ot 
a particular •ask. The lonpr the pe.rlod con red, the closer w1ll these figures 
come to Oepa11ment ot Ccameree renee<! fiaurea. 

P,..,. September 11
1 

1941 to date - It. is preauaed that a large percentage of 
material liat.ed here , ecnaigned to auraa, ia deatilled for Free China. 

Includes both Oecupied and Oaoecupied Pk'anoa tbrou.jlb -k ending October 4, 1941. 
Occupied and Unoccupied hanoa separatad thereatt.er. 

Includes l!oroeco 1 Alp ria and 1'11n1Jia, 

x. .. than 1500. , 
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APPENDIX B 

Export a tl'OII the U. 8. to Free China, BUJ'IIIa and 
U.s.s.R. as reported to the !reaeury Departaent 

July 28, 19~1 - March 10, 19~2 

2S - Aug. 2 
4 - Aug. 9 

11 - Aug. li> 
1S - Aug. 23 
25 - Aug. 30 

2 - Sept . 6 
8 - Sept.l3 

- Sept.20 
llfpl:. 22 - Sept.27 

29 - Oot. 4 
6 - Oct. 11 

13 - Oot. 18 
20 - Oct. 25 
27 - Nov. 1 
3 - Nov. 8 

10 - Nov. 15 
17 - Nov. 22 
24 - Nov. 29 
1 - Deo. i) 
8 - Dec. 13 

15 - Dec. 20 
22 - Dec. 27 
29 - Jan. 3 
5 - JM. 10 

12 - Jan. 17 
19 - Jan. 24 
2i> - Jan. 31 
1 - Feb. 10 !!! 

10 - Feb. 20 
20 - Feb. 28 5I 
1 - ltar. 10 

Total 

(!houaanda or Dolira) 

Exports to 
Free Chi !'f. 

395 

309 
2 
1 

20~ 
2,281 Zl 
3,822 21 

110 
1,225 
5,312 

5 
269 

~. 772 
1,672 
2,851 
1,228 
3.239 

791 
2,337 

111 
1 

35 
91 

1 , 695 
-

6,938 
~.gs9 
~.853 
2,921 
2,879 

55,238 

Exporte to 
Burma J/ 

23 
9.992 

Exports to 
U.S. S. R. 

~.523 
551 
986 

2,735 
1,023 
~.280 
5,217 

752 
2,333 

6 
323 

,84'5 
1,92~ 

a:~~ 
4,552 
2,677 
3, 'Ji!l 
2.~36 
3,609 

12,011<> 
4,580 
1,829 
3.993 
8,2~7 
5,874 
3,885 
9 ,608 

13,31'5 
26 ,17~ 
28,119 
32. '509 

208,627 

330 

These figures are in nart taken from oopiea or shipping manifests. 
F1gurea tor export• to Free China during theae weeks inolude 
export e to &ngoon whlo h are presumed t o be destined tor Free 
China·. 

It ia presumed that a large percent age or exports to Burma are 
destined tor rree China. 

Beginni ng with rebruarT 1 tigurea will be given tor 10-d&Y period 
instead or week except where otherwi se indicated. 
~d~ period. 
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APPEliDIX 0 

Pr1noipa1 &xporte froa U. s. to U.s.s.R. 
ae reported to the Treaeur)" Department 

during the ten-da:r period ending 
Karch 10, 19~2 

(Thouaande of Dollare) 

Pr1ncipa1 Items: 

LMdplanea - bomber• 
Uotor truoka and ohassia 
I£U1tary tanka - light ( M-3) 
ltil1tar:r tanka - aedlua 
Cartridge braee eheeta and stripe 
Aviation gaeol1ne 
Pork, canned 
Tin plate 
Aircraft parte and accessories, n.e.a. 
Landplanea - pursuit, interceptor, and fighter 
11ool cloth 
Lard 
Explosive shells and proJectiles 
lle.rine enginee 
Trinitrotoluene (T.N.T.) 
Insulated copper wire 
Aircraft engines 
Sole leather 
Aluminum platee, sheets, bars, strips, and rode 
ltilitary tank parts 
Machine and aub-aachine guns and parte 
Sausage, canned 
Refined copper 
&.agar 
llen 1 a boote and shoe a 
Light reoonnaleeance care (Jeepe) 
letall1o cartr1dgee 
Brase wire 
Relief auppliee - eurg1cal, hospital 
Wheat flour 
Auto replacement parte 
Killi ng machine• 
Lubricating oils 
Relief aupp11ea - clothing 
Gun parte 

I' -

1~.~ 
2,261 
1,613 
1,275 
1,208 

936 
795 
733 
701 
6~3 

a6~ 
~7 
~ 
376 
330 
306 
286 
278 
265 
2~2 

. 239 
195 
191 
190 
186 
182 
167 
15~ 

~~ 
138 
138 
136 
132 

331. 
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APPENDI X D 

Pr1no1pal Export s trom U. s. to Free China 
as reported to the Treasury Department 

duri ng the ten- dq perl e». ending 
Karoh 10, 1911-2 

(Thousands ot Dollars) 

$ 2,879 
/ Princi pal Iteme: 

Printed matter (bank notes) 
Explosive ehelle and project1lee 
Field artillery (pack and t1eld how1ts er e) 

and accessor i ee 
Tlree and inner tubes 
Bren guns, magn~1nes , and tripods 
A1rcratt engi nes 
21 ton truoks 
Infantry support weapona ( 2 pounders) e_nd parts 
Zinc slabs 
i ton trucks (weapon carriers ) 
Metallic oartridgee 
Barbed wire 
Steel sheet. 
A1roratt oarts and accessories, n.e.e. 

632 
355 
217 
189 
175 
156 
151 
125 
111 
105 

81 
81 
67 
65 

332 
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APPENDIX It 

Prinoipal Exports f rom U. s. to Buru. 
ae reported to the Treaeur.r Department 

during the ten-da:y period ending 
Karch 10, 1942 

(Tboueande ot Dollare) 

TOTAL EXPORTS $ 23 

,......Pr1nclpal Items: 

Eth:yl t 1uid (anti-knook compounds) 16 
Other industrial chemicals 3 
Phosphorous, elemental 3 
Automobile parts tor replacement 1 
Drums · 1 

333 

¥reaeury Department, DiYieion ot Wonetar:y Reeearoh MarCh 17 , 1942 
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c 
0 
J' 

T 

uc 
!hio ' •locraa ... , ~ 
paz.phraood before beiDc 
coaouniootod to ~oDI 
otbor \ban a Oovernaontal 
w ncr. (:aa) 

AllliKIUB sr. 

CIIUIIOiWIG, ( CBIIA) VU I'. a. 

182 

roa ADLZ!t J'liOI( rox. 

March 17. 1~2 

7 p . .. 

~ :BrUiah .Aaerican ~baeeo CoYpan;v duireo to ooll 

tob~eo otorod in United Statoo aad haTI p~nt for oaao aede 

to London in poundo otor liDc ra\bor \baA in to bloclced United 

Stateo <Iollar aeoo\Ul,, A.mount involTod 1o u.s. $2, 500,000 or 

atorliAS equivalent , United Statoo !reaour)' prefore to haTO 

Stabilisation :Boazd approve tr~tion before iiiUill& l i eeneo • 

.l.ceor41D&17, Couoino of ll.ll! 11 oon41AS cable throucl> Cbinooo 

.l:ll~ao11 to ~ ..... Cben ~ tor approval. 1 • DO' aalc1Dc 

reeo-lldaUon ao 1 vov.lci :a>refor to baTI Board :.ct on .. rite of 

ct.ll, Approval of :at.!' o appl1eaUon 4.ou not aw•ar to affect 

the Board' • aoooh bu.t clooo han boarins on Cb1u1
• dollar 

pooUion, Doeio1on in...,lno prl.llar117 41opoo1Uon to aooh t an 

!'D:J'LtMI 
Cop)': iac 
3/U/42 

100.1J1S 
ACTIIIG 
(n.) 
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IJC<!!I!o a •r n '" 

llatea Muoh 17, 1942 

l'roaa Obw>ckiDC 

l'ederal R .. ern llalllt ot liev York 

f2 

Ple ... pq :SaDie ot Chba !lev York _,. .. ~T 11. s. clollare 

6oo, 000 tor credit ot llalllc ot Chba, XIIDillJic. 

St&b111sat1ol!o lloard ot Chba 

(Teat ~orrect ) 

(l!eceind 'b)' te1epbo ... troa federal R .. er~e lluk ot !lev York, 
llev York, Maroh 17. 1942) 

lc 

33? 
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1 
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0 
0 
p 
T 

lA rep]¥ refer to 
J'l) 867. 5151/236 

!larch 17, 1M2 .. 
~ 

!be Secretar,r of State preooDto bio ca.p11aoDto to 

tho KoDorab1o t he Secretar,r ot tho !reaoury &Dd eDc1ooeo 

aop1oo ot t e1ecr .. Ho. 168, 4&to4 Karch 16, 1942, from 

tho .l8or1C&D bbao17, J.nkara, !urke7, report~ t~t 

0Dito4 Stateo C\UTID~ 1o oo111DC tbrou&hout t bo Hear ad 

111441• Jut at a otea4UJ' 1ucroao1nc 4hcoUDt. 

lo.oloeQI'II 

J'roa bblo17, .lllltara, 
• • • 168, !larch 16, 19<&2. 

338 
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!' 
r 

JMI 
ruo tolec:raa "'"' be 
parqhl'aoed before belJIC 
co..uAloatod to 6A10nt 

othor tb.all a Goft1'l'llelltal 
e&ell07. (llll) 

Secretary ot State, 

168, l'.aroh 16, 1 P••• 

Datod llal'ch 16, 194;! 

~o'd 8:33p.m. 

'I'M Dopart .. llt UT tllld 1t deoll'al>lo to l.llrlto tlw 

attoatloa ot tbo '1'1'1&8UJ'Y Dopariaont to tho otoadlly 

lncroaolnc 41oooWlt at " lrlcll Ulllto4 Statu CUl'l'lllC.Y 1o oelllDC 

thl'ouellout tho !lear a.n.d H144le Eaot. .t.o &D uuplo at the 

pruont u .. tM Turlc:lob. State Il&lllc: vhlch vlll pa,y 1. 80 

Turlc:loh poua4o on a telograplrlc realtt&Dco ot one dollar vlll 

oDl,y pa,y .90 tor ono dollar ill United Statu ourrenc,y. The 
(oabarraoo1mc o1tuat1ont) 

raaoon tor tlrlo otrllc:ln& eabarraoo h tbot Unlted Statu 

C'01'1'1D07 111 colltldorablo ..., ..... to hao be&D vorlc:lDC lto va,y 4oVD 

troa colltral &ll4 oaotorD Europe t b.roacb tbo Ilalk&llo to the !ioar 

&ll4 M144lo l&at. .t.t the •- u .. tblo oourco 1o boiDC 

lllppl-llto4 b7 eubot&DUal uo=h ot ourr111o7 bro"«ht to the 

lloar &lld M144lo laot b,y Ulllto4 Statu GoftrDaODt &ll4 ropre-

I ODtatlftl ot all ool"flooo wbo aro arr1 rl"C lll ner l.llcroaolmc 

o.uaboro. .t.o ecalllot the oteadll:r lo.oreao1nc aaount of United 

Statu ourroJ>Cr bel"C IICC...,.ulatecl b:y tho b&Dl<o ot tho llear &Dd 

339 
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Kid4lo :&a8t, a nr, l1aHod -=• tlw ... of 1o l>oiDC ... \uruod co 

tho UDUod Statoo by 1lld1Tidll&le, aA4 nrtll&llT ""n' by tho 

'oallko by reaeon ot tho rhk of looo in traneU wb1oh tho balllto 

art WIWilliiiC to ao.,.., 

'rho doo1rab111t;r occur• to •• of an arr~•nt with ono 

or aore of tho ballll:o of tho Near """- ll.iddlo iaet vherob;r our 

Conruut will aoowoe tho rlok 1n1'olnd ln roturniDf> omooo 

Unltod Statoo cu.rreno;r to tho United Statu. I • peronadod 

t ho\ ..., arrancoaont li.Qder which tho bank• would l>o ... u .... d of 

the nr;y r .. l r1ok in..,lftd in tranoferriJIC thoir o:rcooo 

currono;y to tho Unitod Statoo vould roeuJ.t in tho dieappoaranoo 

ot tbo d1eoount at vh1cb United Statee ourrono;r it nov oelling. 

On tho othor hand fai lure to take pro~~pt aot1on in tb1o matter 

will roeult in contlnu.ad embarraoe,..nt and UDneoeoear;r looo to 

tho 1ncreat1DC nuabor of United Statoo roproeontati1'00 of all 

.. rncu in tbo !lear IUl4 M1d4lo kat ae perooll&l oboclto, 

tranloro choclte, draf)o on goTorlliiOntal Deparl .. nto, """- otber 

noCOtl&blo inoc..-nh cenorall;r opealdng .... DO lancer 

accoptablo. 

Of far aore 1aportanoo than tho 1noon1'on1onoe and looo 

bt1114 ou.atainod by 1nd11'1dual .Aeor1cano ao o ... oult of tho 

otoa4il;r 1noroaeinc d1ocount at which United Stateo currency io 

aollina, 1o tbo dool1ne in tbe preatiBO of tho United Statoo 

vh1ch in turn hat croatod doubt uon! tho public of &11 claooeo 
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->-
.. to tile v.ltbah o=- ot tile Yar. ID t blt co~mootioD it lt 

worth DCti"C tbat ri&btl7 or wro11&13 tile people of the lioar aD4 

Mi44lo laot b&ft tor CODturioo roprded the TalU. ot toroigz~ 

ourrODcioo 1D wartime aa a baroaetor ot tho progrou ot tho War. 

Sl'!li 'IIIIA1!:00! 

li'PL 

CopJ: loa}/11/'42 
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J'ROIU 

DATlh 

AMr1oan Couul!llonow, Union ot SoT1ot 
Soo1al1at Ropub 1oo 
Karoh 17. 19~2. ll a.m. 

I han boon i ntor•d b:y A41l1ral Ulloa t hat ho 1o 

making arrangomonto at t ho roquoot ot t ho Comadoeariat 

ot J'oroi&n 'l'rado tor shipment ot 10 tono ot s old to bo 

aado on a Br1Uoh ~•hip troa llllrMDolt. Bo added t hat 

Oobt un4orotoo4 that t h1o oh1,._1R ot gold 1.o to so to 

t ho Onitod Statoa 'b7 tn.nooh1pmont 1D oithor i nslancl or 

Ioo~d to· !.n Amor1oan waroh1p, 
:.. 0 
~· Thio telograa hao boon repoatod to KU1byohoT, 

.; 0 (- I 

TBOioiPSON 

-
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TREASURY DEPARTMENT 

INniii.OI'l'ICa COMMUNICATION 

DATR Karch 17, 1942 

'"'0 1\1 rl 0 ENTIA I_ 
Reelottred oterling tranoactlono ot the reporting banko were ao followo: 

Sol d to commercial concernt 
Purchaaed rrcm commercial concerua 

£29,000 
£ 2,000 

Open aarktt otorling remained at 4.0}-3/4, with no reported tranoactlono. 

/ .t.cco:op5J~Tln& fUrther ottorlngo ot .l.llarlcan-ownod Ct.nNUan f'undo rocehod 
!roo tbo ra llwq bond rodnptlon, tho Canadien dollar d1oc0Wlt widened to a cnr­
reot low ot 13-3/Sf. at tne cloae, COI:I])artd with 1~ on Saturda;r. 'loda;r• o turn-
.... wu placed a t 300,000 C&nadian dollaro, u e&alnot 500, 000 ;yeoterda;r. i'Urthor 
bloc<co ot Canadian dollar• will probabl.J be ottertd in t he ,.ar future, u oo:oe 
now York ~~ haye oent bondo to Canada tor red .. ptlon on behalf ot t holr cuotoooro 
and ha .. not ;yet recolYed adTlco of c.redit. 

In Nov York, cloolng quotation• !or tno torolcn currencloa l lotod below 
vere at tollowa a 

Argentine peoo (fr et ) 
Jra•ilian milreio (free) 
Oolooobian peao 
)lexicon peoo 
~"" peoo (tree) 
VeneiUelan boliYar 
Cuban p ooo 

.23&7 

.0516 

:~ 
· 5295 
. 2825 
7/3~ prol:llm> 

!hen were no cold tranuctlone couua>ated b7 uo toda;r. 

~ho Federal ReoerYe Bank o! litv Iorlt r epor t ed that fl, 7b0 , 000 1n &old arrlTtd 
•O<io¥ fr010 South J.frlca, horlng bocn ohlppod b7 tho south A!rlcen l!eae"" bank to 
'"' Kev Torlt acenc;y ot tho Banque :Bolgo pour l•J:tr~er. Tbie gold vat oold to the 
llev Yor.< .t.ooa;y Otflce tor account of the Jank ot tho »olclan Congo. 

In London, opot and forward ollTer remained at 23-1/24, equlyalont t o 42.671• 

Tb~ Troaour:r' • purchase price for forei&n ollvor vao unchanged at 351· Hand;y 
IDd Harmnn• 0 uUlemont price tor torolcn ollvtr vu aloo unchnngod et 35-1/S;. 

Vo made no purchaooo of ollYer toda;y. 

, 
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IIIU1'l38 JI)Sf SB::Rif 

{O, S, SID::RB!) 

R"!J§, Night 14tb/l.Sth, L14!ht Naval forces in co-operation 

nth the R,A,F, carried out a suecaastul attack on llilite%7 establisbMnt, port 

!Mt&llationa lila shipping 1n the Island, 'nul port was heavily bcabllrded am. on 

coapletion our Foroes withdrew UDIIOlaated, Sbippina casualties - 13th. A S00 tCIC 

Bri tiah ahip was torpedoed and 8Uil1c North or BJJNU.S, 15th. A .....u Britiah abip . . 
ns sunlc bT air attack orr PatmaL, 16th. A 4, SOO tCIC Dutch vassal also an 

knmm ship _.. 8Uil1c ott C~ poesiblT bT au~. 

2, MILITARY 

lillllM• During the w1 tbdranl trcm !WilOOH lat Burma Division 

areated a diversion bT an attack on a two hr18ade tront, 1\'!o ~es and 

SHI'IEXlYIN were captured and severe oasualtiee ini'lictod on the &DSIIIYo 

was reported to ba returning to ita former positions on the 15th. 

3, AIR QPJ!!ATIOl§ 

m!TERli .mo!ft. Hothina or iJiportance, 

l!f!!?I'm!l!4!f.AH, 14tb/15th, In coaJW>OtiOD with naval operati.aft 

alread;y •ntioned our bcabers attaclced two aerodrcaea in RI«DJS and one 1n CI!Eft , 

.willA• lSth. Bostona destrc11'd five aircrs.f't on the ground at 

t.IARTUBA, Fighters shot down one liE 109 and probabl;v destro;yed two others, 'niNe 

Taaahe.wka intercepted nine dive bcabers esoortod by tell liE 109' s aver TOBRIII, 
/ 

'!'hey pro'behJT destro)'ed one liE and poevented any duage to TOBRil!, 

WSmALIA• 14th. Eight e~ bcabere ~orted by f4bters at­

tacked lll!Uf JSLA!C), t'U'teen .u.ea north -t of CAP! Y!Jll, aD!. deatrc:red one 

!bison on the crouz>d• 'l'bree ~ airorat't wre abot down aD!. OD8 O.,S, tiBbtc' 

is aiaslas, 
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TO 

FROM 

TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICAT10N 

Secretary Korgenthau 

Mr. ICamaroll: 

SubJect: 0. 0. I. St udy, •ou and German Bt rategy. • 

The attached O.O.I. monograph, •Oil and German Strategy ~ 
I believe, should be forwarded to Monetary Research. 

The C.O.I. memorandum, apparently, is based on a British 
study. It accepts the British verdict without the accompanying 
quel1ficat1one that GerMAn production or petroleum and netroleua 
subst itutes may be increased by 2.~ mill i on tone ln 1942. Based 
on thia, the conclusion is drawn that Germany's strategy may be 
core concerned with e desire to deny Oaucaaian or Near Eastern 
o11 to the Uni ted Nations, than on t he desire to secure this oil 
for herself. 

£rna British etudy made in November, 1941 by a special 
governmental committee on the Enemy Oil Position came to the 
following conclusions: 

(s) The German petroleum position, while very serious, is not 
critical ae yet . In any oase, the svs1lable German stocks 
by November 1942, would be reduced to one mill ion tons, or 
lese than one month's consumption . 

(b) The msrgin or petroleum supplies ava i lable is extremely thin. 
Already, less petroleum is being allocated to the occunied 
countries then is needed t or them to make their maximum 
contribution to the German war effort. 

(c) Germany cannot afford to keep large oetroleum reserves neAr 
the front lines. As a reault, even temporary interference 
with her communications exposes her to great danger. 

(d) Heavy tanker losses 1n the Mediterranean, more successful 
bombing or refi neries and storage fsoil 1t ies, and the need 
tor an exceptional military effort might serve to push the 
German petroleum posi tion over the line which separates 
~ceroity from d i sast er. 

(Based on the RueRi an and Standard Oi l studies, the conclusi on 
was reached that the Germans would probably experience an oil 
crtsie ROme time this coming summer.)_? 

Regraded Unclassified



UNrrm SrA1D Govcar PNT 
COORDINATOR 01' INP'ORMATION 

W ... WUICM. D. C. 

llarch 17, 1942 

Honorable Henry MoraLnthau, Jr. 
Secretary of the Treasury 
Washington, D. C. 

Dear Henrrz 

Attached is a brief sUIIlllary 

of German Home Propaganda. 

Sincerely, 

~ 
William J. Donovan 

Attachllent 

Regraded Unclassified



Russia still placed condatentl)' above Far Bas{ Y.? ) 1. 

/ in Gerlii&Jl Home Propaganda, with key-note on •lloblle defense, 

successtu1 defensive fighting, useless Soviet aass attacks 

repelled in bard righting, some by counter-thrusts. • Mention 

or "partial encirclement• or body of German troops in central 

sector, but neither YUkbnov nor Staraya Russa referred to. 

Possibility of defeat several times referred by Goebbels. 

2. "Major landmark in hiatory or British treachery 

and brutality• marks treatment of Billancourt. Germans told 

consistently that no factories except Sevres porcelain hit and 

tbat onl,y civilians were attacked. The casualties were 1,000 . 

wounded, 1,000 dead, mostly women and children. 

J. Details of Hong !tong atrocities withheld froa 

Germans. They heard the Japanese details and were told the 

story was labelled as smokescreen tor British •atrocities• 

at Billancourt. 

4. Except for arguments that United States cannot 

? organize •production• on war basis and accounts of U-boat 

sinkings, America was played down. 

s. The American press was quoted as saying tbat 

Cripps was introducing Soviet methods in British labor. 

•Because of lost confidence in Roosevelt's supreme might, 

6ngland throws itself at Bolshevism.• 

6. All political leaders told to report immediately 

all suspected cases of typhus in February 14 issue of 

Wedizinische Welt. Public warned of danger and origin of 

typhus in BNB on February 20 and Hamburger Fremdenblatt on 

February 1st. 

7 . Swedish press accused or publishing wmeutral and 

pro-British articles, as Anti-Swedish press increases. 
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Rl!S'l'RICTED 

MID }19.1 
S!tll4t1on 
8-U-41 

No.66l M.I.D., U,D, ll:OO A.M., Marob 17, 19112. 

SI'ruATION REPORT 

I. Pacific Theater. 

~: Cp:>aol!clation of the seneral l1ne 'l'barre,.,ddJ'­
Tounso<>·Southern Shan str tee continues aa Chinese reinforcements con· 
t!nue to arrive. Australasia: Air clashes occur north of Aust ralia 
as the Allies 'bomb airfields at Pabaul and Dill!. In turn, the 
Jeponees bcabed Port Darv1n and Port Moresb:y. Prillle Minister Curtin 
aald In a eoammique ~ that the 1b Japaneos planao, which attacked 

/Dozvtn, the north coast base, :yestarda)', n ev at 1~ teet and dropped 
about eo 'bomba. 

II. Waatern 'l'be&t!£. 

llotbins to report. 

III. J:e.atern Theater. 

There !a no reported cbanse in the senerol situation. (A 
eltuatlon map will not be Issued this date.) 

IV. M144le Eastern Theater . 

Cairo c0111111mique ~ announces an increeae in the activi­
t:r or General ~1•a North Afrika Korpa in the Lib;ran Deeert . The 
RAY continues to aupport sround trocpa in the forward area and baa 
ba:had Bflll8hAz1 and Sioilian airports. The Axia ai.r torcea continue 
tho aerial ~tot Malta. 

RESTRICTED 

Regraded Unclassified
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Waroll U , 1942 

llr· 11\.0oraU 

Soorotar.r Moraoathaa 
... 

Ploaao oall up Harr.r llopkla' • S.oretar,r at tu Wllit o Bouae 
I 

aD4 oz))l a1.D tbat I'• out ot towa aDd tbat'• wt1r I'a no$ 

oell1D& Kr. llopklna Jq&elt. I 14 l Uto to 1Jn1.to b.1a t.o 

baTe laaek w1tk - 'l'llllra4q a t tho TrooauJ:J at 1100 • 

• Regraded Unclassified



Merola 18, 1942 

Dan Bell 

s eoretar.r More .. tlaa~ 

Plell .. let ,.. kllow 'l'tllln4q wlaat hapJene4 to t ile Cblneae 

loan. I A eYer llea%'4 wlletber we gnYe tbe t biA& t o ,. • 1'. 

Sooaa, .b'\1ole n rn1.ee4, bow lie reee1Ye4 lt, wllllt 414 lie 

do w1'1a 1t. WlaaH are ,..., Pl ea .. l et me know 1ll wr1t1as 

'l'lllll'e4ST -1'11111& • 

Regraded Unclassified



• 

1 wloll J'CN 110\lld &at in touoh w1 tb. Staq II8J 8.114 . .. 

whather be oaa lft •• baYo a ollan, t'llte4 up Jut llll:e tl• 

oirplaa• OllN l ~ o "!'M Ql&antu,, ot X Artiole ~ ... 

Laet fM:r"--t.be Quallt1 t.r of X Art.iolo 1n lamaaJ7 aJid 

J'o'lmaa:q 1 aA4 t.b.• t.lle Behedllle for t.be balOAOo or tho J'Mro 

Wbat. I'• 1at.o:root.e4 1a 1o Yariwa ut.i- aironn 8\IM, t.be 

• UlGR to ao wl \11, t.Jioa. all4 lht.on1As c1n1oN tor t.b.e 

Artllf to dotMt d:rplaaoo 1 m- u •radar'. 

Abo t1114 CNt fl'IOa Sqq Ma,y bow ~ rolllld8 of e-t­

t101l 4- oaoll auob. a- lloed 1 Oil t.b.o nanao, wbo11 it 1a 

110114 a4er wuo-t.S... -.sJ.tloaa. Bo mtq ban c11t'tlov.l.t:J' 1a 

&lYS... ~ tllla ttcuro, but. t.17 all4 got aamo ll:lad of " 

~. 1'4 liko to baYo t hia 1ntoxwat1011 charted to' 9100 

.,._ If• -naia6 it I'• tsoillcJ t.o baYo 1t ~t all, tor a 

••• tllldell U l caa ban it la n WMk, I 1 4 bo Mt.ht1114. 

lor ,_. or U...o pan101.Llor anioloa t.bat. I JUDt10GII41 

1 -a liko to II:IIGw wileD tbe a p;1:ropriat.1oaa won paNed, 

0114 rw bow • .., dellAroo 

I 

I 
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FROM 

353 
TREASURY DEPARTMENT 

INTER O F'FlCE COMMU N ICATION 

DATil !Je.reh 18, l '/42 
~!ra . Klotz 

Secret ary 1.\orgenthau 

:.ey eop1es of what ships ~re loHding at Philadelphia , 

or t•ny>.her e els e , till· t George H• •• a h..s been fur ni shing 

us s ince ~arch 9 t h I •ant burnt , lease. Ru ve them 

t.urnt. in your t"i repl a c e so tin t tou c.un see them 

t.ctuelly burnt yoursel f . Tho one I rcce~ eci. today 

fl'OIB Stephens , und the one I took on the fram , I 

,.crsone l ly hod t hem bur n tuem. They • re dyn!l!lli te, ond 

I ~on • t want to 't!ike any chuncea of tllE>i r ..,e t t ing out . 

I ' m having I r ey •s orgMi zat i on , • t H ns •a re·_ues t , 

check everybody th~t handl es the~c fisu=es f r om 

Phi l adel phia through t o ~eshington , so if ther e i s 

~ny leok it \'•ill be soil!ebody eloe •o office, r " ther 

thon ours . Start i ng \i.th teat:.)' , - t'ter I have read 

them I ' m givir~ them t o Ste~hens nd u&k i ng him 

pcrsonul ly to bur n them, so there v 111 be none of 

tltem in our fi l e s . 

3/19 - Krs . Klotz checked wi th the Secy today and 
he deci ded not to destroy the report which he took 
t o the President and the firs t complete report 
submitted by Haas covering t he period March 9-13. 
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OFFICE OF l.END-LEASE ADMINJSTRA TION 
FJVE.FIFTE£N ZZd STREET NW. 

WA!HJNCTON. D. C. 

ll&ro.h l8, 1942 

ICY dear llr. Secretary: 

I aa wnclcai.ng copies or tbe PreaicleAt '• 

letters or llarcb 17 to llr. stetti.niua, llr. 

lla1ll<lll and Adairal Land, which TCN. req•at.ad 

in our telephoM conTaroatioc tbia &!tarcooc. 

S1n .. rel7 TCN.ra, 

Tbaua B. lloCaba 
O.put,y Adai.niatrator 

354 
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0 
p 
1 ·~h 17, 1942 

---lb" clear llr. lfelaoo: 

I tiDd t.hat. our Prot.ooo1 ahlpo.ute to Ruael.& are at.W 
tar habin4 and that ~ ot tbooa are pl.&oed in pretennt.1&1 
llat.e which tall. behind other nquinMnto. 

I wiah that all. -ter111 pro.taed lmclor the Prot.oool. be 
nlMaecl tor ahl~nt at tho lll'll .. t pouihla clote ngud­
l.&u ot tho effect ot theae ahl~nto on en;r other pert. c4 
our war prograa. 

The Hooorabl.& 
DoD&l.d W. llelaoo 

Very ainoenl,r youra , 

I •I liiAHJa.Ill D. ROOSEVXLT 

0 . in c. 

Direot.or, War Product1Clll Board 
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llaroh 17. 1942 

ICJ' dooar .&da1ral t.odf 
I find that our Protoool sbipmenta t.o Ruaaia a... still 

far behind . I wiab to .. phaebe again t o TOU that tbe 
11eeting of the Ruasian Protocol ab&ll b&ve a firet priorit7 
in ebipping. 

I wish that TOU would teke the addi tional ebipe required 
froa the Caribbean and S<>uth """rican routaa ropnlless ot all 
other conaidarat.iofta. 

I .. iaauin1 s121lar inatructions to tba l&r Procuctioa 
BoArd and the Senic. O.part.gonta in recarcl to t.be relaaee ot 
t.be Mt.eriel proai.Mcl, ao rou lllliY expect. aclcl1t.ioaal euppllea 
•cwinc to t be !&.tern • •aboard at once. 

I ban asked Jlr. St.ett.iniua to follow through with all 
Depart.nt.e and to report. t o me prompt ./>: aey delaT on the pert. 
ot 8D!f Depertllent. in oarrying out the rotoool. 

I han f"urt.beraon aaked him to eubcdt to me at once 
ecbedulaa ~owinl a..Ulabillt;r clat.ee of both Mteriel and 
abipe tbrou&h June )(), 1942. 

!'boo a baft 1a a clinot.i're froa tbe o. in o. 

Varr aincere 17 7our1, 

I •I nwiKLIN D. ROOSJ:JVELT 

c. in o. 

a... .&da1ral lilooJY s. t.Dcl , 
Cha.1.zwan, U. S . llariU. eo-iaaiOil 
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ll&rob 17, 1942 

I aa encloo.ing lott.on wb.icb I wrot.e toclq to 
Ada1ral land, Cb&1n&n ot t.bo llariU.O eo.iooioa, ODd 
to llr. Doaald llelooa, Cboinoan ot t.bo ll&r Procluct.ioa 
Boud. 

I wi.ob JOU would ploue follow tbroup w1 tb all 
Dep&rtaonto conoemod ancl oubai t to • ooboduloo of t.bo 
an.il&b111t.T dat.oo ot .at.oriol ancl oh1pp1.ng. 

IIDoloelll'eo. 

Tho RCIDOftl'blo 

Vo17 ai.noono]¥ rouro , 

(S1.pd.) P'ralll<l1n D. Rooeenlt. 

c 1.n c. 

ll. a. St.ot.Uniua, Jr., 
LeDd.-'•" .Adaioiot.notor. 

35? 

Regraded Unclassified



- .. . 
358 

J ""· i',t.ite : 

The Secrets:y would llke to have 
you read the attacf,erl and return to me , 
please . 

;1 .;.! . Chauncey 

• 

• 

·. 
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(COPY) 
STRICTt Y CONFIDENTIA l 

OFFICE OF LEND-LEASE AD:JINISTRATION 
515 22nd St., N.'.'l . 

Washington , D.C . 

March 18, 1942 

';.y dear ~r . Secretary: 

I am enclosing copies of the Pres ident's 

letters of !.larch 17 to :Jr . Stettinius , Ur. Nelson 

and Admiral Land, fihiCh ~ou requested in our t ele­

phone conversation th i s af t ernoon. 

The honorable 

Sincerely yours , 

(Si gned) TIIOMAS B. McCABE 
DEputy Administrator 

The Secr etary of the Treasury 

STRICTlY CONFIDENTI AL 
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(COPY) 

STRICTLY CONFIDENT!~( 
THE I'll! IT E HOUSE 

VIASH INGTON 

lJaroh 17, 1942 

·~dear Mr . Stettinius : 

I am enclosing letters tt•ich I wrot~ today to 
Admiral Land , Chairman of the :uritime Commission , and 
to Ur. Donald Nelson , Chairman of the ·war Production 
Board . 

I wish you would pl ease follow tltrough with all 
Departments concerned and submit to me schedules of the 
availability dates of materiel and shipping . 

Very sincerely ~ours , 

(Signed) Franklin D. Roosevelt 

C in c. 

360 

Enclosures . STRICTlY CONF IDE NTI AL 

The honorable 
E . . R. Stettinius , Jr., 
Lend-Lease Adminis trator. 
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(COPY) • 

STRICTLY CONFIDENT! 't 
March 17, 1942 

lly dear Mr . Nelson : 

I find that our Protocol shipments to Russia 
are s till far behind and that many of them are placed 
in preferential lists which fall behind other require~ents. 

I wish that ell materiel promised under the 
Protocol be released for shipment at the earliest 
possible date regar dless of the·effect of these shipments 
on any other par t of our war proeram. 

The honorable 
Donald /.1. llelson 

v~ry sincerely yours , 

(Silgned) F!WllCLIN D. ROOSEVELT 

C. in C. 

Director , ~ar Production Board . 

STRICTlY CONF IDENTI AL 
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(COPY) 

STRICTLY CO NFIDENTI Al 
!lar ch 17 , 1942 

My dear Admiral Land : 

I find the. t our Protocol shipments to Russia 
are s till far behind. I wish to emphasize again to 
~ou that the meeting of the Russian Protocol shall 
nave a firs t prior ity in shipping . 

I wish that ~ ou would take the additional ships 
required from the Caribbean and South American routes 
regardless of all other considerations . 

I am issuing similar instructions to the War 
Product ion Board and the Service Departments in regard 
to the r elease of the materiel promised , so you may ex­
pect additional supplies moving to the Eastern seaboard 
at once . 

I have asked Mr . Stett inius to follow through · 
with all Departments and to report to me promptly any 
delay on the part of any Department in carrying out the 
Protocol. 

I have furthermore asked him to subMit to me 
at once schedules showing availabili ty dates of both 
materiel and ships through June 30, 1942. 

The above is a directive from the C. in C. 

Very sincerely yours, 

(Signed) FR.ANKLI!I D. ROOSEVELT 

C. in C. 

Rear Admiral Emory S. Land , 
Chairman , U.S. U8 r itime Commission 

STRICTLY CONF\OENT\.\ L 
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(COPY) 

OfflCI OF lEND-LEAS! ADlllNISTRATIO!f 
515 22Dd St., N.W. 

lalhllliton,D.C. 

W.rch 18, 1~ 

WJ dear Kr. Secretar,r: 

I ua encloe~ eoplee ot the Pr811dent'a 

lettera ot March 17 to Mr. Stettlnlua, Wr. Nelson 

a.nd Aclmlral Land, 'llhlcb you requ .. ted 1n our tele­

phone conTeraatlon thla e!ternoon. 

fhe Honorable 

Sincerely youre, 

(Signed) n tO'-IAS B. VcCABi 
Dlput7 Adalnietrator 

The Seoretary ot the Treuury 
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( COPT) 

'l'BI IHITI HOOSI 

WASHI NGTON 

lllroh 17, 1962 

lq dear Mr. Stettllliua: 

I aa enoloaing letter• m1ob I wrote toda7 to 
Ada1ral Land, ChaU.U ot tht lllr1t1M C~111on, ud 
to Kr. Donald Nthon, Cha11'U.II ot tht •r Production 
80&1'4. 

I wl.1h 7011 would plea .. t ollow throu£h with all 
l>epart.nh OODOtJ"IItd Ud IUbal.t toM IOhtdul .. of tht 
aYa1lab111t7 dattl ot aattr1tl aDd 1hipp1Dg. 

Ellolowl'tl. 

'l'ht Honorablt 

Vt17 •1noertl7 70ur1, 

(S1ptel) Fr1Dkl1n D. Rool8nlt 

c 1n c. 

E • • R. Stttt1n1111{ Jr., 
Ltnd•Ltal8 AdalD 1t1'ator. 
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<con) 

Jfaroh 17, l9U 

MJ dear Kr. lelaon: 

I t1nd that our Protoool ahlp.~nta to Ruaaia 
are atlll tu behllld aDd that MD7 of th1a are placed 
lD preter&Dtlal llata whloh tall bahiDd other requlr ... nta. 

I wlah that all Mhrhl prcahed 'lllldar the 
Protocol be releaaed tor ahlp.ent at the earlleet 
pou1ble date rl&lril111 ot the etteot ot th11e ahlp.enta 
on 'Ill other part ot our war progn.a. 

The B011orable 
Donala )(. Jela011 

Ver7 ainoerel7 youra, 

(Sitpe4) FRAJru.m D. ROOSEVILT 

C. in C. 

Direotor, War flooduot1on Board. 
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(COPY) 

II&Jooh 17. 1942 

.IIJ dear .ldairal Land: 

I tind that our Protocol •tnta t o Rualia 
are etlll tar behind . I whh to 1 11 .. apin to 
JOU t hat the -tine ot the Ruallan otocol ihall 
han a t1ut paoioritJ in lhippill&• 

I wilh that ,you would take the additional lhipt 
requi re4 fro. t he Caribbean ud South Aarioan routea 
reprdleu ot all other COlllidtratlone. 

I aa luulnc t lailar \netructlone t o the "IU' 
Production Board and the Senloe Dtpartunte ln repri 
to the releaee ot the .. terlel proadeed, eo 7ou .. , ez­
pect additional euppll ee .o~ing to the Eaetern aeaboard 
at onoe. 

I ha~• aek.d Mr. Stettiniua to tollow through 
with all Dtpart.nb ud to rect to .. p1'011ptl7 &D7 
4elq on the part ot &JI7 Depar nt in oarr7lng out the 
Protocol. 

I han turthei'IIOre uktd hill to eul:al t to u 
at eaoe eohedul11 lhowlnc an1lab1llt1 datil ot both 
.. tvlel and lhip• throuch June ~. 19l2 . 

the abo~• l a a direotl~e troa the C. in C. 

Vel'f einoerel77oure , 

(Slgne4) F1WlltLIN D. ROOSBVEL! 

c. in c. 

R.ar .l4al.ral ~1'7 S. L&ad, 
Cbair.aa, U.S. W.rltt.e Co.aieeion 
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Varch 18, 1942. 

MEMORANDUM 

TO: Secretary Morgenthau 
FR().\; Mr. Gaston 

We had a very harmonious discussion in New 
York.yesterday on the new scheme of harbor pro­
tectlon, Waesche, Captain Parker, Harry Durning 
and myself participating. Durning readily agreed 
to go along on a plan tliat Waeache, Parker , Johnson 
and I bad worked out here, which ia in substance 
the plan which Joe Green, Supervising Customs Agent 
at Seattle , and Saul Haas devised, which bas been 
applied successfully there and in San Francisco and 
is now being adapted to conform to the Executive 
Order which gives the Navy prime responsibility, to 
be exercised through the Coast Guard. 

36? 

There is to be a port protection commit~ ~ 
'Iii th representatives of the various FederalrtOcal 
interests concerned, and a coordinator actibg as 
liaison between the committee and the Ca~tain of 
the Port. It is planned that Harry Durn1ng will be 
the chairman of this committee in llew York and the 
coordinator 11ill either be br"''J&ht in from the out-
side or taken from one of the Treasury enforcement 
agencies . The new system, of which Parker wil l be 
in general charge on the East Coast, ought to elimi­
nate a lot of friction and obviate arbitrary and un­
expected interference by the Navy, which has caused 
some trouble in the past. 

• 
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lo!arch 18, 1942. 

llEJ,!ORANDUM 

TO: Secretary Morgenthau 
FROM: Mr . Gas ton 

368 

Waesche has at length succeeded in persuading 
the Navy Department to make better use of Coast Guard 
equipment in the anti-submarine patrol. It is a 
matter I have discussed with him at various tines . 
Captain Hemmingway, gunnery and Naval warfare expert 
of the Coast Guard, has worked out a flan for the 
use of the seventy-five footers and e ghty- t hree 
footers along the Atlantic Coast under Admiral 
Andrews, who has just been detached from the Third 
Naval District to give entire attention to the 
Eastern Coastal Patrol. These boats are all to be 
equipped with depth charge racks and fifty cal iber 
guns and are to hunt in pairs from various harbors 
along the Coast. The eighty- three footers , one of 
which you saw, are coming out from the Wheeler Ship­
yards at the rete of one every five days . The 
present order is for eighty and an additional forty 
are being ordered. 

The Navy has 1,799 sub-chasers on order; first 
deliveries are exuected in April. The greater part 
of these are 110 ~t. wood ships , to do about twenty 
knots , and the r emainder are steel patrol boats for 
convoy work. These are around 180 feet , twin screw, 
Diesel boats , built on the lines of the Coast Guard 
165 ft . patrol boats. They will do about twenty­
four knots. The 110 ft . wood boats ere to be powered 
with radial Diesels, laid flat pancake fashion and 
angle geared to the propeller shafts. 

It 
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llarch ·1a, 1942. 

ME!lORANDUM 

TO: Secretary Morgenthau 
FROM: Yr. Gaston 

SUBJECT: SS LAFAYETTE - ex NORMlNDIE 

369 

The salvage operators are engaged in cutting 
away the top t wo decks of the N~fDIE. This is 
regarded as necessary whether they scrap the vessel 
or try to raise her. It also enables the NaVY to 
postpone decision. The probability is that the 
vessel will be scrapped. Waeache tells me that a 
considerable number of Naval architects would regard 
her as a death trap if she were used as a transport 
because of inherent structural defects. She has 
always had a low metacentric height, which means she 
ia unstable, as was demonstrated by the manner in 
which she capsized. She is not strongly built, 
her plating 1s thin, and the water-tight hull sub­
division is not regarded as adequate. Her great 
carrying capacity, coupled with her vulnerability 
to attack, would make her a poor bet as a troop 
transport, it is said. 
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l!O.&RD OJ' OOVJ:Bll)RS 
Ol' Dll 

Fl:lllJW. m:smn STS!D! 
V.&Si!ING'l'Oll 

OJTIOJl or Tl!E CJ:LUR!.WI 

~larch lS , 1942. 

~. 1a a cop)' of t he ,....,_ 
randum received thio mornillC fro a 
~laD Sproul r elatin to the fl'euur)' 
t1J:Wlc~ progru vhieh ve diocuooed 
vi th )'OU )'oaterdq. I be lien thet 
it upreaoeo in general the Yievo of 
the hecuthe Cocmd ttoo of the Open 
M&rket Cocsittee. 

Sincerol)' )'Ourt , 

(Signed) M&rrlner 

Honorable Daniel V. Boll , 
11D4er Secretar)' of the !lreaour)', 
'If aab.in&ton, D. C. 

Etlclooure 
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m.MI!AM 

ECCL!S , ClUIII):.W, 
rnmux. ep;:; IIAllXE~ oo•~ ll7mll 
C/O BOJJID 07 OOVE!!l:ORS 

'l'hil 11 the otate..,nt which you request ed I oend to you: 

'The genere.l programs ouggeat ed by the Trenoury oeom to uo to 

be 1ncor::pat1ble v1th the pr1mtll7 obJectin of obta1n1n& the largest 

poao1blo OlliOWit of !undo outa1de of the bMk1114 oyotem. lly pegg1n& 

ahort.-term 1nhreat ratea at a lov lenl or iacroaoin& tho volume o! 

exceao reoeneo, or both, it vould 1ncrea ae t he 1ndw:e::M!"t to tho . 

bankt to 1nTot t in Oovernnent securities and leuen the l.nduce..,nt 

to o ther innotoro. ~a ia the renrae of vh&t ve are tr;y1.ft6 to e.c-

compl1oh . 

It the Treaoury ie not yet ready to decide upon a complete progr""' 

for fii!Mc1nc the war effort, and whhea to procood stop by atop , we 

believe it ehould c.vo 1d taking a tops ouch ne thoee nov proposed, whlch 

1n combi!lll.tion and by 1mpl1cnt1on vould aeoc to commit it to a progrNll 

1nvo l vi:~& I 

(A) .l pe&,-ed ehort r a te of 1ntereot e.t a low lnel. ~he 

poot1114 of n bill r a te o! . 26 percent by ezu:h of tl:e 

12 J'edere.l l!.eoeMO Benke would be ouch n pe£111118 

operation. 

(B) Maintenance of a l er;;e volume o! exceoo reaervea. 

An a.tteC'lpt to incree se exeeaa reaet•vea 1n l~ew York 

would nlmo at 1nev1 tably involve the mainte!lMCO in 

!low York and in the country of a 11\rgor volUIDII of 

oxcea• reaen-ea than 1a neeeaac.ry or dea1rnble. 

3?1 
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(0) lJoe of open Darltet iuueo rather than tap houoo in 

oeekl.Dj: tu.ndo tro11 inveoton ot her than l>enko. 

A ot&tement in connection with an ioouo of cortiti­

coteo of indebtedness, otreooing the fact that 

theee certificatea are offered ao a medium of in­

veot~n:_ for idle buoineso !Undo would. impl.7 that 

thio io the wa;y which hao been chosen to rollCh 

!fo would ouweot that, for the preoent, and until a ..,ro CO";>lete 

proi~J'a:> of financin(!; haa been determined 1>7 the '!Te&tur7, the D>Oat 

appropriat e next o t ep would be to incroaae the woekl.7 o!ferill(!; of 

'l'reuury billo to e. t leaa,t $200 , 000,000 per week. It thh were done, 

we are eure that the Federal Reserve Syote,, through i te Federal Open 

Market Committee , would begin building up i te portfolio of billa as 

soon e.a tho rate ranched .25 percent tuld would 1ncrooee ito bu1ill& 

preosure until the r ate reached .375 percent, &t which r a te it would 

hold the ....,.ket, 1t neeeaaa17, until there had been & further deterni-

aation of procedure 1n coneul tetion vi th the 'l'reooury. The explr.naUon 

of t he increaoed. otferiDG of '1Te&OU1'7 billo would be the •l.ll!>le one thet 

it 1o d.oolsn-d. to g1 ve increnaed tluid.l ty to the money l:W'ket end to 

=ike exceet reaervee e!feeti~ wherever they are located. 

An offering of eortiflcatea of indebtod.neoo could then be cnde in 

due courae when addi tional fund.a ere needed '1>7 the '!To"-eury. If, how-

ever, the TreAaur,y w1abea to JllBke some announcement concernine a. future 

hsue of certlficntee of lndebtedne .. , at t he ot\llll \1101 th&t the 

':'reeeury blll offerillG• are incree.a&d, this could. be done. 'lrle thi.nk it 
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vould be better not to name tba rate and &aturi~, bovenr, but merel7 

to etate that the eert1f1catee of iodebtedno .. would oupplot:011t tba 

1nere• ... d bill 1 .. ue in pro'f'icU~~g tba ..,ney =arlee to of the eountr)' vi t.h 

a typo of obliption now la.ck1Qg 1n 'lllff1c1ent ..,lume to pro't'ide the 

needed mobility ot funds. 

It h our view that until thoro ha• been a further doterctination 

o! a mro eocrplete proga>:~ of 'rreaoury f1no.nc1nt;, thh would be the 

~eat procedure . • 

SPB01JL. 
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Dal.ly oh{"nc;ell ln ~h~ e t ook or Se~iec E aavi~e hon~a on hand y 
(In thounands or pieooa) 

: ·Number or : Number or pieces 5took on lla':"l ll!M 

: pieces ;old : manufactured at clos e or deliveries 
this 1aY this daY daY thle daY 

Mar. 1 none-closed none-closed 2~.31!6 

2 3o4 500 2~.5g2 

3 16o 500 2~ , 922 625 

~ 171 500 25,251 

5 200 500 25, 551 625 

6 210 500 25,g~l 

7 211 none-closed 25, 630 625 

g none-closed none-closed 25,630 

9 Yl-4 500 25,7g6 

10 123 500 26, 163 

11 192 300 26, 271 

12 157 300 26,~1~ goo 

0 13 193 300 26,521 

1~ 137 none-closed 26,3~ 

15 none-closed none-closed 26,3~ 

16 271 300 26 ,~13 

17 1~~ JOO 26 , 569 

urfloe or the ~eoretary or tne l·reasury. 
Division ot Research and Statistics. March lg, 19~2 

!/ Includes stock in hands ot (1) Federal Reserve Banke and branches, (2) Post 
offices, (3) Federal Reserve Bank lssuing agents, and (~) Treaaury vaults 
in Washington. 
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OIIHJI l!fADS :UTUClll :JQIDI 

C..,.Z.Uft ,._,_, of 1&1 .. hr1ac 
fin\ rov.naa btuea Da;ra ef llohla. '"......, """ J•'DAZT 19112 

(llanll ~17 . I'Mnal7 1-17. J_, ~16) 
a. lute ef lane J'rioe 

("-h 1a \llouuda of 4ollan) 

a.l.ea "-' ef laa-aa 
or Deoreaa• l-l 

I m h'brar7 
llarala le'br'M1'7 1 J_, Oftl' Oftl' 

I :h'bJ'!!!7 I J.-rz I 

lert• • - lM\ Cltf1-

·~·~ 
• 57 ,25) • U,991 -· J·Oll -· }1, 7115 

hrloe • - :a...D 1 ,1 211,~}0 251,175 - ,111 - ~9.1115 

hrl• •- to\a1 195,31!0 261,~ 3lto,17} - 7},201! - 71,591 
••rt•• r - :a..u. 23,925 Jl:u!l 37.650 9.52~ 4,201 
Bert• o - :a..u. 105,532 152,0!13 - 51.517 12,02€ 

!<>\al t32~.137 t46fi,150 ~.916 -tl~1 . 31J - · 6}, 766 

r-•tace of borMea 
er liN waH 
~ I '"......, ...... onr 

:h'bJW,J7 I l•-7 

- 12."' - 35·~ 
- 1!..:1 - 15·9 

- 27.J - 21.0 
- 21.5 - 11.2 
- 35·7 M 

- )0."' - 12.~ - = 
m u. l§lil. 

11ovoe1 .U1 Uav• are &epc181\a wull \lle !Haawer of tlle 111>1\e& 1\a\M oa _, of proMe&e 

of aaloe of 111>1h4 ''-'• aa'fiaCa 'boaa. 
Jo\e l l1&Ve• llaft 'be• r-4e4 to aearoe\ \lloullll4 ea4 wlU ao\ uo•aartq a44 \0 \o-.la, 
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CONF I~ 

UIII!G S!l.!r:ES S.U'DIGS :BODS 

Da1l7 Sale • - llarcll, 19112 
Oa kala ~ Io.- Price 

(Ia ~ ~ tlollaH) 

' 
Poe\ ottt .. 

lui< Jo114 laleo J.ll Jo.t laleo .. ,. Jo114 laleo 

hr1 ... Serio• • lerioo J hriea () !otal ler1M • lerl•• 7 leriaa t ! oial 

llarell 19112 
2 • 5,811 • 15,868 • 2.~3 • 8,726 • 26,636 • 21,671 • 2,~3 • •• 726 • 32.~7 

~ 2,!175 I ,1159 1,62!1 1,780 U,s68 u.~~ 1,62!1 I, 780 ll,AJ 
3.3!15 8,ru 2,651 12,558 2~.~ 12,228 2,658 12,551 rr.~3 

t ~·16!1 10, 1,680 11,170 23.9!18 1~.317 1,680 11,870 27,867 
,17!1 10,6!16 1,759 10,~ 2J,27!1 1~.~ 1,75!1 10,1125 27.1151 

1 3.lilo 11,516 1,516 6,321 1!1.119!1 15. 1,516 6,.)21 22,,1!1 

!I ~.!167 18,636 3.~ 8,11SS 31,o68 23.~ 3.91111 8,11SS 36.035 
10 2.~ 5.71!1 1,)65 ~.162 11,2116 1,523 1,)65 ~.162 111,()50 
u 3.156 10,002 1,533 7.~ 11,123 13,151 1.533 1·;l ~:~ 12 2,616 I ,Ull 1,13J 5. 111,150 10,100 1,13J 5. 

~~ 
2,612 10,5!111 1,065 ~,007 16,666 13,276 1,065 ~· 001 1,, 
2.7!17 6,616 1,102 .7~ 12.~3 !1 ,111J 1,102 .~ 15,26o 

16 11,11611 13 ,~ 1,1115 1,6!13 23,301 17,651 1,1115 ' ·"3 27.""' 
17 2,!167 6, 1,015 2,561 !1,!161 !1.351 1,015 2,561 J2 .927 

!otal • 50.231 ·1~,1119 • 23.!125 $105.532 t27~.6o6 tl!15.3SO • 23,!125 tlo5.532 . ,)211,137 

otfioe of \be Seorotal'7 of tll.o !r .. ftr7, Dinoloa of Beaooroh - 1\aUoUoo. llarell U, ~ 

........ , All fl.cv•• are topoaih vitb tll.o !roai'Cil'er of \be tln1to4 1\oha oa acocroa\ ot proooo4o of 

Jo\o t 
aaloa of tln1to4 ltoha aa..UC. 11-• . 
Jiproo boft -. .. ...-.to4 \o uar .. t tbou- aa4 will aot uoooaari}T a44 t o t otala. 
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!larch 18, 1942. 

'1'01 The Secretary 

FROIII lo!r. Sullivan 

'!'Ilia afternoon Under Secretary R>rreatal of the liavy 
called to adviae :oe that be ~ been uked to aopear before 
the House Nanl Mfairs Cocal.ttee tomorrow ""~ to testil)' 
on the profit limting bill . 

lle said he did DOt wish to b&Ye an open break rltb 
Chairman Vinson am his statel!lent t.ad been drawn up 1n a 
manner that would present all of the difficulties of Uf¥ 
kind of profit limiting bill that had yet been devised. l!e 
ateted thet his conclusion wa• that even 1f a fair and ef­
fective profit l imiting bill could be dra.rted , the problem 
would still remain essentially one of procurement, arrl that 
success would depend upon the care with which contracts were 
negotiated . He aaid his statei1Vlnt was drawn in such a wq 
that, while not condemning profit limiting legislation 
(which the Navy did not feel free to do) , it indicated 
clearly the ineffectiveness ot such legislation. 

I edvised l'r. Forreatal that we appreciate his 
problem and realize that this was probably as far as l'.e could 
go. 

3?7 
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REPORT OF 'UX COIO!I~ 
OF Tilt EXECUTIVE COUJICIL 

OP THE AKl:RICA!I r&D£1\ATIO!l OF LABOR 

VA.R ~AXATION 

Tho Aoor1cnn Fq4orntion or Lobar rccogn1too fully tho 
urt~nt noccoolty that ovory Ameri can ahall make anor1flces to Aeaurc 
victory 1n tho pr oaont vnr. The mocbora ot tho r odoratlon will mako 
everY poaciblo orrort to oecuro the cax1=um or induotrinl production 
,."'.4 to guard aplnat otrlkoa and any other 1ntcrrupttona 1n ca.rrylng' 
out our v:tr procrOJiii . 

Tnxo.tlon 1a tho mca.na by which our Government- eocu.rea the 
necooc~ry fundo to purchnao tho toolo and eorv1coo roqulred 1n our 
sront joint wnr orrort. 

$?. 000.000 . 000 !IOV !!EQlliR!:D FROl! !I !:II TAXES 

Tho Unltod St ntea Congreea ia nov preparing to rnioo !roc 
tnxntlon ovor $7, 000, 000, 000 additional for war purponeo . It 1a 
1c,ortant to rov1ou the ontlro government to..x progrMl to dotcrm1no 
vh'lt chDngoa o.rc nooosoury ln order to moot the nayaomo.ndo ndoq\l!'l.toly 
~ wl th f a!rnoes to all groups ot our popu.lo.tlon. ' 

i~xatton should lncrence the revenue or the Federal Gov­
crn~nt tn n CAnner that wtll result ln the olnlauc 41alocatlon or 
pr1v~tc lndue try und ln tho olnlm~ or hardshi p to workoro froo 
fall!n~ atnndnrdo of living. Thio ~ouno thnt tho bulk of the 
nation a tnx revenues ohould cooc from our,lue 1ncomo, and that the 
~n1nuc should coco froa thooo contrlbutora earning less thAn enough 
to provide n hanlth Md decency oto.ndnrd of living for thcooolvoa nnd 

for thclr C:opon<lonte . 

Tho Revenue Act of 1941 made oubstnntlnl incrcaace tn 
both personal nnd corporate lnco~c taxoo, but tho United States 
TroAoury Dopurt~nt rcco~~nde the paosaac of n Revenue Act of 1942, 
wh1ch will provide tho following further 1norenooa : 

Three billlona fro~ corpora tion 1noo:e and oxcoea 
profits taxca. 

~0 to three bllllonG f roO lndlvidual inOOQC 
tnxoo and ourtnxoe. 

One bUllon rr~::> nd.U t1onnl oolcctcd onloo 
nn4 exe1se taxea . 

Ono-thlrd billion froc incrcaced eotnte an~ 
gift taxeo. 

One-half billion by clooinc 1oopholoo in 
proaont tax lnvo. 

Such n prosr= could bo di vi <:Aid cqul to.bl7 acong nll or 
our cltlzena. On the other band. 1 t uy be ::at.e vcr1 bun!.C!l&OS to 
thooe lenat ab1o to p3y, thereby cutting living otnndcrdo nnd 
roductne tho cfflclcnoy AnA ~ho produottv1ty of tho nntl~n'o workers . 

Out or rorty-a1x roproncntat1vo buelncao oorpornt1ons, 
Vlth net cerniQ£1 for 1941, otter t~xea, of over one nillton ~ollars 
ncb, only oi(;bt co::!J)<UI1Co reported cnrninga after to.xca for 1941 llt 
looc t!lac correo:;>an<ilng !lcurco for 11140, i'horcforo 1t 11ppc11ro 
eolf-ev1, ont thnt theoc higher eorporntc oarnlnee constitute a 
aubatantlnl tnxnble ourplua. 

REVISION Of EXCESS PRQriTS TAX NEEDED. 

One v4 v f?r tho sover~nt t~ substAntially lr.crcote its 
t4x rcvemao rro; thoee corporatlon.a 11 to vi t..'uir:a.v the optional 
excess proflta oxo=Pt1~n boeo, which nov pc~ita cc:panloa to avoid 
oxeoce ~rofltl taxeo on 411 oarnlnue vhlch do not oxcoe~ tho earnings 
or ouch· co3po.nloa 1n tho pre-uar por1oc1. Thin apeclo.l cxccp• .. ton 
porot tc co::tpnn1oa >ti th h ich pre-wnr e&rn1ngo to oac11pc cxecee prof1 t o 
tc aca ~n huge ~ounta ot lncoco, 1n aoco cnoee rcprccont1na 38 ouch 
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•• "-' 18~ or W ro;ur n on upi ;al. I t would coo~> thnt thn rcquoot 

of the Unl tod Stat oe Troaoury Do~rt~nt t or en OXCOGI profltl tax 

lo"IY on all corpora te oarningo above 6 jl or 7jl on 1nvo0;od capital 

voulc! bo both dooi r<lblo and tau- . Such taxes would roduco tho ' 

o:~oun t which :Nat bo r aiaod throush ;o.muon or 1nd1v1dualo in lov 

1ncooc fP"~upa . 

PAX ROLL TAXES SHOULD BE: C~IPlll£1) '1'0 SOCIAL S! C1nU7t 

OBJEC'l'fyts. 

StMng prcoourc io devclo:>ing for higher pay-roll ta.xoo 

boenuoo of tho onoo ot collection , nnd tho hl gh voluco or pay-roll a. 

S1nec vo alr04dy have the oc.ch1ncry aot up tor c.oll eot1ng lnrgo cu:Je 

1n Wne<' tllXOI undor t ho Social 8ccurUy lava , 1 t 1& IU'€1104 thAt thO 

r~tos ahould bo l norcaeod And t ho Soo1al Socur lty oach1ncry uood aa a · 

~ana of colloetlng a vago tax tor general purpoaeo. Thll 1a unsound, 

4nd lf adopted would alo?at ouroly len' to ecrloua abu~ea an4 to 

tho cxcoasl vo t nmtlo n ot l nduetrl o.l wor kore . ' 

I t la doalrable to increase total Social Security cover-ago 

~n~ t~ !~provo t ho bonoflto . But taxoo on pnyrolla should be 

re1crvcd oxclus1voly t or. Soc14l Security purpoeoo . Tho rate 

~cccncnry to cnrry out trtO roreeolng voul4 incrcauc ~he each 

colloctlone or tho Federal OOvcrnacnt aooo of whlch could be uocd 

te~rarlly t or vur purposoa, thereby lcoeoning the nccoeeity ror var· 

~rrow1ng, nnd workere woulC be cosurod t hAt in ~~ long run tho 

total payroll taxoo would bo uood for the unccplo~cnt , old ogo, end 

other bcneflta t or vhich such tAXes arc collecto~ . 

On Account ~f tho ~nzor ot 1ntlntlon. l t hno now bcco~e 

urcontly neccasary to curto.ll t.'1.o expo nell turc ot wrlcoro' pa.;rroll 

1nc~~c tor oonnunpt1on eo~(a . It vDul~ ecce far better to bring 

Qbout thla curt nllncnt by a volunt,ary bond buying plan, rAther thnn 

by o ,nyroll tnx over end nbova t he ~~~t• nccoeeary for SociAl 

SCcurtty boncf t ta . 

UM.or t."'.c Victor y War B:;,ncl PurehAae Plan now being intro­

'uccd by tho Trcaoury Ocp~rt~nt, a (Qflnltc ~unt 11 set astGo 

ench week fron tho wngoa of cooporctlng workcro , vh1ch ie dc~uctod 

rr,c poyrolle, vith thotr consent and lnvostcd ln Vnr Savinge 

Bont!e , co. turing l n ten y-care . this will provi'-o an laportant aource 

or cttcr-wor ino,~o to cushion tho Ololocatlone groWing out of the 

change-over rro~ a wor to a peaeo cconoDY, ana vlll place lo tho 

hands or ordinar y workora an 1aportant rcaorve co~pornble to tho 

aavlnga and var 9roflto avn1ln~lo to thoco in high inco~o groups. 

LARGE INCREASt:S Iii ALL !~fCOAE T.U:::S AP£ :iEED!:p 

'i'hc oovcrn:::cnt hopes to socure th.-ou&h tho 1942 Revenue 

L4~ an dd~lttonal two t o throe billion d~llnrs fro= personal tnon~ 

t~xcs and aurtaxoo ~urine 1943. TO collect any such lnrse euc , lt 

vtll bo neceeeo.r7 to vcat.ly incr-caoo call lncoce taxaa . In order 

to caso the burC.on on taxp3:rcre, th,ae ln the lover bro.ct ote ahoul~ 

bo allowed the option of pllyin8 their tnx, 1n ~onthly 1natcad of 

quarterly t notollacnta . 

Another 1C?Ortnnt help to tho worker in ooc t1ns hlo rc,oral 

t~xc&, i a tho ~dvaneO purchase of tax otn:pa dnd bOnds . Thoco oro 

ava1lo.blo 1n various dono:llnatlons . an~ by purchasing the::; eneh oonth, 

tho worker can ~etribute hlc tax bur~on thr~uuhout tho year, and 

::.cot h11 tttx bill b7 turn1no in hls Accu::ulatoC. tax 'bondo or ot&:l:;ll 

whon ho cakca up hia to.x return . 

l"!l)ERAL SALES T.OO:S 

.Aft"Cr ot..,.cr tnco:.o tax aourcca have o.ll boon incronood, 

thoro v1ll bo atead7 preaourc to 1ntro~uco hlchcr and ~14oly extended 

Fodornl Snlel t axoa in o.d(ltlon to thoac nov 1n errcc\ on auto:gbilo~ 

tlroa. gaaollnc, rofrlgorators , rAdio recc1voro , ouftlcal lnetru:cnte, 

p."t.onoer.aph rocorGa , jcvelrJ , fura, phot.ograp.."llc good#, c~o::ctlos, 

vlnca , l l quoro , ol gorcttca, cl sara , t?bBcco. and ~1 ~~.tr 

eo=.;;o(.l tlea. 

Such o.n lncrco.ee tn Feder al Salol to.xco, lt c~~b1ncd v1th 

heavier payroll Dn~ inco~ taxco , voul~ boco~o unfairly bur~cnaoco 
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to wor~cro, who aro Ill ready. race e. vi th a heavy incroaoo in Uving 
coots _uc to tho atoo.dl.ly D.<.vancing coot or noarl7 DJ.l co:x:x>d1t1eo 
partlcula.rly or tooC. o.nc! clotblng. ' 

Fprthor:>:>ro, oaloa taxes arc 48pont.c4 upon by State sovcrn.. 
:;cnte . to llU. to t he lllret>4 heavy State oaloa t.:lxoa lln aM1 tionlll 
bur<'.cn in tho ahopo or a Podorlll 5aloo tax vould be undoa1roblo one 
u:'lfnlr. 

Aa a eubatltute f or tho Fe~rol general ealca tnxce nov 
belne ouggcatoC., we propoao an 1norcttao 1n tho rAtce nov charted on 
t~c sale ot luxur1 products. It still core t ax rovonuo 11 required 
other luxury o.rtloloa ca.n be WJ.tlo ou'bJoct to aalca ttLXOO, ao urnngod 
aa not to unduly burden tho workers. A further suitnblo group of 
c~~=~dltloa , tor apcc l al oxcl so taxoaJ would be thoeo artlcloa ual ng 
atrntcg1c wa.r Mterlo.l a . 

Anything 1n tho nature of a nnnutccturorc ' anloo tnx ah?uld 
bo a.vo1Ucd , 

Any ~nutActurero ' sales t~x or ecnerAl aoloa tnx w~ul~ tend 
to bo otr~nG11 inflationary throuGh resulting price inoroocce, tuc 
to the oh1ft1nc f!)MIAK or tho tu to the coneu~r . 7h1o explains 
u:.:; 1n~1v14ual and cor ,oratc 1neocc tn.xoe nne:. 1nhcr1tanco tlleo drO to 
be preferred t? eolca to.xco . It io oat1catcC. that laat JO:>r totlll 
P"tCil anlce acount oC t? $53,600,000,000 inelu41nc $12,400 000 coo 
or f o"k.:,. . A &~ general. ealca tax 1ncludlng t ooc! wul~ not ' 
ap"l)Mx1:.:ttcly $2, 600, 000_, 000 . 'l"hla t4.X revenue vould not Juet1fy 
hie ~A~ah1pa involved ln such a tax . 

: •.. ,-1 ~ ~ ~. : ~ 

ItiHERITAIICE:~ .\liD GIFT TA:<ATION 

socc further 1ncrcaaeo l n Fc~crcl 1nhor1to.ncc and clft taxco 
wUl no G.oubt boC?:IO ncecsc!lry, even thau(;h tho eroatcGt o.:.:!lunt of 
lnerctUJC~. Cl')lloctlono ulll c i');,10 fro!'l tho :-J1dQ.c ane lover bracket&. 

nlDIRECT 'l'A..XES 

A r ecent otuc!y rcfcrro~ to by the Unltod Statco 7rcaoury 
Do~'rt=.ont 1ndlolltce that o ainGlO person oarn1ne $7&0 .00 per ycor 
(the prcnont lower 11~it on t axcbl c ealar1os) PD1• 81~0 . 00 pcr/o~r 
1n rotcrol, StlltO Mti loelll taxoo of all IUn<:o. 'Mtia is 1?. ~ of 
his 1neo::~o, and roprcaonto his total c:l.rnlnce for 01(;.'\t vocks . Tho 
sa..-x atuay 1n0.1catce tht!t a :ltlrr1cc.-. Mn vl th no dopondonta And cru-n­
lftC 61500 .00 payo $250 .00 per year 1n Foecrol, StlltO ona local t~xoe 
0~ t.ll kinC.o . 'i'IUO 1a 16. 7~ or hlo 1nc>DC a.•<l Ol):1roXl::IOtOI h18 
t>oal eorningo for eight veckc . 

If preaont in41roet tuce for a """ cornint $1600.00 a year 
Ol:lC tO $2!50.00, then tho l!J% flnt r oC.Or:ll 1neO::C tax, Vlt!lOUt llDj' 

exc:Jpt1~n~ ae roc~=onc!.ct\ by Hr. M. L. SC1d:lnn. ChAir:l.'ln o f the 
":ilxntl')n Cor.1ttoo ot the New York ao.n.rt ot '!"redo, 1n hoc.rlnt;o before 
• concroooionlll Cc=~ittco•, vould r n1ac tho totol or ol1 t~xeo pal' 
~7 auch n con to $350.00 or ~pproxl~toly 23~ of rio ino>:o , l oavinc 
n1r:t on11 Sl , l60 .00 for tho oup!XJrt of hio.oolf nr.r. hlo 111fo . 'i'hla 1B 
far below t ho coot or n health on' coecncy otan(~rd or 11v1nG for t\m 
n~ulto . Thin n~tlon cannot aff ord to tax lto workort 10 hoov1ly 
thnt they w1ll bo unnblo to rA1ntaln their health and their abilitY 
to contlnuo ott1o1ont producti on. · 

Proecnt oxoopt1&lo or $750.00 for oint lo poroono nnr. 
Sl500.00 f or e4rr1o~ pcraone and hca~e of fon11ioo ohould not be 
l0\10rc, . 

COR!\ELAnO:l OP !'EDEP..U. . STA':'E A:II> XtmlOIPAL 'l:AX.\'l':ON 

Tho accrieon Poto~tl>n of L3bor urccntl1 lltV>Cotca ~;o 
collinc of 4 J?lnt c'ntercncc ~r rcprcGcnt)tlvo• , r rc,cr~.St3tc. 
ant l!lcal ~vcrn~nto, to 7l an r~r t~ nccoeeorJ c~rrclatl~n or 
the taxinc povcro ao that double UW>t1on :-.,.y be avoil.od . Each 
level or C"lYOrn.:JC~t ahould be uourcd ot the cxcluel vc rltht to 

-see J>Oi,"' 133, 1n part 3 of :lc!lr~nc;a before the Co::::! ttcc on ll.:~.ya 
an( Koona, Rcvonuo Rcv1o1on of 1942 (unrovioo') at V~ohincton on 
arch 9, l9t 2 . Regraded Unclassified



tt:o UGC Of COrteln !Or:l8 Of taxation froo fMC lntcrfcrcncc by 6tbcr 
t~xlnC Jur1cd1et1~ne . 

_j.XC~SSIVE TAXA'i'IO!l A DANO£R TO 'i'l!E .t!ERIC.\11 SYSnlt OF PRIVATI: 
IUI'i'U'lfvt. 

• One h port=t V1U'n1n<: w ell need to hcoC. 1e thle. No trut 

~lr.~ o.toulf. bo tolcr ntod u.M.cr nny e1ro\Cotcmcce llhl.ct. will brook C.own 

tho l'ti~ !·lca.n oyotdl or pr1vo.t:c ln1tlc.t1vc . 

Inc~o to.xoo cuot not be o.llowod to boodle oo hoc.vy tho.t 
!nL-1" 1 ":Jc.lo n ne. c<Ppan1oa Cll'O <'.r1von 0\lt or b\lo1nou throueJ'l 1n~>b1l1ty 

U <:ll"n. n pro:1 t. Prof1 t 1G the l1Co-bloX. oC b\101nceo, ::nCo 1C t:uco 
:.l"'O e t. r..l~l t J\Clt there 1e nothlnc loft t-o p~vido ror tho futuro 
(,"Mllt~ .,r the buoln.eoo, to ccapcnoo.to 1 te ?vner• t or their hcu~4l"'do, 41\d 
t ":: ~-r,~u..'\.l~y , r ?vldc O"Jrc o.~cq\1llto wa.coa an~ eXl»nt'..inc d1plo;pont, thon 

vc oust t t.r.o oto,a to d1otrlbutc the burden over c. l:mcor por1ol. ot 
t::>c . ':'h1o 11111 be pooo1blo onl:r 1C tho pre cent 111>r 1G puehoO. to a 
e%l,lctc v1ct: r:r, DllklnC further vo.r 1Pprobo.blo f l)r o. ccnoro.t1on l)r 

CAPIT.U. GAI!IS 'I'AX 

One to.x which hno o.n 1Dportnnt effe ct 1n olovlnc up 1nvost­
nou ve nture cntcrprl ocs , 1& tho proaont co.?ltol cnlna tax. 

1r t::t o 1o not rc !>Cnlcd b;r tho new 1942 Rovcnuo Aot, 1t ohoulO. be 
~;; ~o~1flcd to t r:.x co.plto.l ~1no ll t lower r :-tca, o.n~ to llbcrc.ll£0 
t!:o 17MV1 s 1?n t o r the Cc4uct1?n of cop1tal l oeaca . Fn11urc t ? W..c ..;.u 

euch ~c:lon ln c~l1cr lo.vo haa led to a. ohnr, rcCUct1.,n ln ccp1t8l 
~vn1l~blo fl r nov venture cntorprleoa, bce~uoc or the heavy tnxce 
tn·r~l\•t;t". lf the 'but lncsa venture la aueceaaful, nn(. booc.uao o r tho 
f.on1o.l. o r rcnoorw.blo oro~.1t n(ln1no t o thor prof1 to 1C the now vonturo 

10 n) t euccooaful . 

R:-.-..tROAC':'IVE T:~TION 

An?t hcr :orl ~uo 11o1tnt1? n to nov bua1ncea e~terprleo la 
'he :t,b1 t of t ho Govcrnuont 1n paooln~ rctronctlvc ta.x bllln. All 
to.:-c l o:t·!.ol r·. t.1 ?n ah,.,uld nvol t'. ro troaotlvo tonturc o so that bue1ncoo o.cn 

~·1y t:n~w l' t nl l t1cco what to.x burdon will be lnvolvotl ln any 

trr..r.G:l.c ti ?n . 

'i'•\X =t!PT Si:CURI'i'I+-5 

~~ch hna boon o~1U an~ wrlttcn r.o t~ t he ' cs1rnb111tY or 
tn.xtnr the lnC?::lO rroa Stn. to nne! r:unlc1'o.l bont!a ""J\<'1. of p~l1 tlc.al 
oub(U.•Illll ~">nc thc roof. ~c A~rtcn.n i'cc"'.orntl~n f') f Lo.bOr doo o not 
r~n-:r t nx oxc :::pt accur1 ttc o, but c 'lnn1C.ora it c.Uoh.,ncst o n tho part 
ot t.:1c F\..::".cr tU oovorn:xm t to ch:lncc t.hc tort:o untcr whlch euch .. 
1neo=c 1c ~oc1vcO. Uith rccnrd to t3Xnt1~n or futuro ot nt c ~n~ 
~nl~l~ ooeur1t1co ~ or tF.1so or ??lltlc~ cu~~v1s1 ,nc thcre?f, 
the A.-.:i:r1c~n Fct'.cr'\tl"'n , r Lo.OOr h?l(:a t i" ... :lt to prcaorvc the aovcrc1cnty 

?t ~u~ sevcr Bl nn~ aoparBtC St~tc Qovc r~cnte, nne the h'ce rule of 
OU1' eltloc , t OOt the credit o.nd b?rroulnt cn!)o.clty of out• ocvorol 

·~· t·co on<'. p? Ht1co.l. eubd1v1G1ons t!lo roor ~hould bo> t~X11blo 0"77 ~Y 
t: . .., r::~"'))etlvo ot!ltoe, thua roaorvtnr t () tno Stll tc a oxe:uolvcly t.110 
rt ...... ~· . .... f tU"it 1?n, o.M. pr.Jvcnt1n: tho c'>crelon or the s .. o.t e o by t!'lo 

r . rn:. ~vcr~.cnt c.nC:. proccrt'ln: l ocnl acl.t -!.~vcm::.cnt . 

on t he othe r ho.nL. the ,\.."1C r1c::m Fc(.cr e.U'ln ? f LabOr fully 

r •e-,·111:-oo tho rl"'"ht c.n<'. Juc i:1ec ? f the rot".cr r.l G">v.:rrL--:cnt to -~o 
t l.•:- int cr c et on nil futuro Fcl~oral bonGe subje ct t? tho Foc:'l.cr~ 
1 r; : ;_:c t nY. • 

Illl'Ol't';'.I!:Ci: or &CO:IO!IY :.S 'ro :10ll-11.'<R EXP£!1llii'UllES 

~t t:l.lc t1::.0 or nn.tl ;)nD.l t1n.o.nc1o.l at roln, 1 t 10 or tho 

ut~~ Dt l~po~tnnec t hAt every cff? rt be ~(e t o cl1olnntc or ,o at~nc 
n?n-ooocnt1Al o~n~1turco . 

':? o,u::t"ltll'lt.c : 

':':'\a ,\:Jcr1C:ln f c(.Cr :Ltl?n :>f Ltllnr o.eko o r COn.(TCGD t:\o 
obacrvru~cc ; ;. the f ollOvl!\L pr1nc1 ,1CI vlth r or;n..C. to •= t ew>t1?n: 

l. \lnr t nxatl?n 
(,TOll? or our 
ehnrO or tl'.c 

ohoulC bo l cvlcC. fAirlY eo th3t onch 
poJ>ulnt1~n v1ll bonr only ito f G1r 
tnx bllrdon . 
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2. Sur?lus incooe in the hands of individuals and 
cor,orations should bear the heaviest burden of 
ta.u tion. 

3, An excess profits t ax levy on all corporate 
earnings above 6% or 7~ on inveot6d capital 
would be both desirable and fair. ' 

4 , Payroll taxes should be confined to Social Security 
purposes. 

5 . A Voluntary Bond Purchase Plan will reduce the 
danger of inflat ion . 

G. Fcdoral Sales taxes on fo od and clothing and 
other necessaries r equired by uorl'.ers, a~c 
op~ced, I t necessary as a last resort, 
hea\"ier taxos on selected luxuries should be 
adopted rather than a general retail sales 
true or a m..'Ulutacturcrs T salco tax. 

7, An increase is roco~cndcd ln inheritance and 
gift taxation. Such taxco arc no t inflationary, 

a . Loopholes in the tax la\( unfa irly benefiting 
small groups of trucpnyoro ohould be ollmlnatcd. 

9 , Co.p1to.l gains taxation should bo rovieued Hith 
the object of rc~ovlng unnocoosary hardohips . 

10 . Fodcro.l , Stn to and lt.unicipnl t axn tlon should be 
corrolo.tcd 

11 . To so.toguard State sovereignty nnd homo rule of 
our ci t ies, the credit and borrowing capacity of 
our several Statco and political subdivisions 
t hereof shall be subject to taxation cxcluoivcly 
by the res,cctive State Governments. Federal 

··truce. t1on on occur! t ics should be eont ined to 
• Fed.:~rru. bonds, and we urge all future Federal 

i onuos shall bo subject to income t axati on . 

12 , Retroactive tax lcgl olntlon is opposed. 

13. 

14 , 

Non-war oxryenditures should be postponed whorover , 
possible without injuring important social 
oorvieos . 

Exccooivo t axation l<hieh ondangors the life of 
tho American system of private ontorprioc should 
be avoided, even at tho cost of paying a lnrscr 
oharo of the war coot by borrowing, in order to 
nnportion the total cost of \l&r fairly ovQr the 
p(.o-,lo wno will bcnet1 t throu~:-~ the mnintonance 

ot t ho trcodoc for vhich our no.tion cto.nds. 

382 
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TREASURY DEPARTMENT 
383 

I NTK .. .OI"'"'C& COMMUNICATION 

TO 

SUBJEX:T : 

Secr etary Morgenthau 

Mr. White 

Silver Purchase Agreements 

oAn March 18, 1942 

The table below, comparing our silver purchases trom 
canada and Jiex1co under agreement w1 th total sn ver imports 

from these two countries, shows that we have made no purchases 

.)Uider the new llex1can agreement and that purcha.seslinder the 

canadian agreement have declined to zero in recent months. 

FRO!A CANADA FROM MEXICO 
Imports Tr eas .Purchases Imports Treas .Purchases 

under 

1936 16,692 7,497 64,925 55,464 

1937 18 ,642 I 9,759 68,179 2/ 52,545 

1938 29,496 1 14,439 96,454- 15,001 

1939 24, 018 12,136 79 ,947 

1940 20, 550 11,672 73,536 

1941 18,844 7,131 73,749 0 

1941 
Jan .-Mar. 4,501 1,427 18,581 

Apr .-June 4,789 1,952 17,524 

JUly- Sept . 5,499 2 ,852 19,749 

Oct.-Dec . 4,055 900 17,895 0 

1942 .12,632 0 
Jan .-Feb . 2,252 0 

11 Includes import of 6,687 , 000 ozs . , special Treas . purchases 

ot uarch, .April, l!.ay 1938 . 
g/ Includes 1JJ1Port ot 35,000,000 ozs ., a special Treas . 

purchase ot December 1937 . 
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The Canadian agreement, under which we undertake to buy 
up to 1,200,000 ounces a month, has been in operation since 
:.:arch 1936 . The first :L~xican agreement, with a monthly 
l1m1t or 5,000,000 ounces, was in operation between January 
1936 and March 1938. The second llexican agreement, with a 

th1Y limit or 6,000,000 ounces, has been ln operation 
s1nce December 1941 . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DATE llaroh 181 1~2 

TO 

f'ROM 

SubJ ect: 

The aaount or l i ghterage freight in s torage and on hand 
tor unloading in lew York harbor at t he end or laat week waa 
21,~99 oara -- an increase or 1, 256 oara over the previoua 
week. (See Ob!h! 1.) Retleoting th1a increase in freight 
aoou.ulation, t e additional atorage apace available waa 
r educed, &1Dount 1ng on llaroh 1~ to 7,329 oara -- a dscreaae 
ot 753 care fro• the previous week. 

The accU8Ulation or freight was cauaed la.rgal7 b7 a 
decline in exports t roa lew York, which las t week dropped b7 
881 care to an eat1 ... t ed t otal or 5,368 care, (lee Chart 2, 
upper aection.) 

Jlaoe1pta tor export at llaw York laat week r...tnad 
relativel7 unohangad, &bowing a decline or ~7 oara t o 
6,~9 oara. Raoe1pta tor expert at 9 other lorth Atlantic 
port a decl ined b7 1,2•7 oara trc• laat week'• high to a 
level of 3,631 care, Beaton abow1ng the l argeat deere•••· 
(Sea Ob&rt 2, lower aeotion.) Reoe1pta t or export at 6 
Pao1tic port a &lao dropped, bUt leaa aharpl7, reach1ng a 
level or 2,105 care. 
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HRL ?LAIN 

Ma r ch 18, 19<:.'Z 

Jll(LC:OATION , 

QUITO , (C:CiJADOR). 

173, EightEEnth . 

F:.r Mr. ?iFr-:l f. GlP seer fr •m !~ r. :! . !>. "hit £. 

~UOT~. J~E Fr1Edm~n ol~ne t · lEPV~ f r r Quit~ i n 

388 

A WeEK • r t~·: . Y-:-u f!h'Ul~ bE in QuH~ t n hElp him gEt 

~t ~ rtt~ . D0 y~u w~nt t o chrng~ ynur ol•np tn viEw · r 
Fr1£~mrn ' e EXO ECt Ed ArrivPl At ~Ult~ nr phol l Fr1E~~~n 

FD:FL: Bt!c3 

W<::LL~S 
ACTING 
(FL) 
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IlilP.L<ma!l'r OP S!J.'lll 
YASHI!IC'l'OII 

I n r •.P4' refer to 
J'D 

lla.rch 18, 1942 

!he Secret&r7 of State preaenta hla compliments to 

t ho Honorable the Sec:etazy of t he !r ... u:y and enelosea 

co,PiU of telegr..., lfo. 31, dated Karch 17, 1942, !roo t he 

Amlric&D llinister, CapotOW11, Onion of South Africa , regarc!in& 

adai niatratiTe difficulties which have arleen in connection 

with arrangement• for ~1e cancellat ion of Onitod Stntee 

currency presented by t he South A!ric&n Reaervo .Bank. 

Jr011 American lliniater, 
Capetown, No. 31, dated 
llarob 17 • 1942. 
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~c 
Thia telq:na •uet be 
paraphra1td before beiD& 
con=woicatod to &AfOne 
otbor than a GoYeraaental 
tgOIICY • (:BJ!) 

Secretary of State, 

Waehilllfton. 

Jl, March 17, 3 P•• • 

Cape tow 

Dated March 17, 1942 

Rec•d 2:33 p.e. 

Referrino; to the Department• 1 t1lqrp l/o. ll, Ptbru&r7 9, 9 p.a. 

'!ttl South .Lfriean ReoerYe Bank hal in!o.,.ed the Conl'\llate General that 1t 

390 

will 1hortly ilo.n for tranmioaion oome two hlln4red thou1and dollar• in l)l11tod 

State1 paper currency moat of which vill be note1 of tho amalleot denomination• 

and that the b&Dk mu1t obtain a receipt in full upon delivery of t he notea to 

tho Conaulate General. 

In Yiev o! the large number of note1 inYOlYed the Conoulate General will 

han neither t he peraonnel nor tne facilitieo to verify tho amounts delinnd 

to 1t for tranoaiooion it 1a conaerYatinly e1tl.&atecl that the countino; o! the 

tvo halYeo of th11 quant1t7 of cunency not11 voulcl occupy the full time of one 

of tho three officero of the conoulate General !or at leaat one o;onth and further 

ell that work would haYe to be done on the bt~l pr eaiaol eo the consulate General 

hao no facilitiel tor t he eetokeeping of vhnt nt pre1ent amounto to noout tvo 

cubic yarde of unitld stateo paper currency. 

I IUGCOit t hat the Consulate General be outhorizod to nceept t he count 

of the south .Lfrican Re1orYe Bank and to 111ue a receipt again•t t he banko 

cortificnte ao t o total value and al1o thnt authorisat ion bo ~iven to store the 

lealed poucbe1 in tho yftUlto of t he bank pon41Ab deliYory to the Poat Office ju1t 
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prior ~o oa111ll& of ~a:TTiJig nooe1. .U ~ho prootAt tiJ:o .Uploaati~ pouehoo 

are do1iTort d to ~ho Poet Office h¥ t he Conoule~o Gtntrel eglliAo~ roceip~ end 

tho Poot Office p1e.coo t ho1:1 eboerd ohl.p tho out pr oet durt would he f ollovtd 

in tho cue of pouebeo CoAteillin& noteo unlo u t lle Oona\1.J.ato General io i n-

1 t ructed ot borwieo. Tho Conoula~e General will r tquiro approximat el7 twenty 

otron& pouehol in oxceao of tbooo AOW on bend for the firot ohipgent .• 

AI on cltorne~ivo , it ia ~~ootod that tho ioderel Roeorvo B~ me¥ be 

villi n& to o.rrf>~~Co wHA ~h~ Sontb Atri cu Reurn llaDlt for t ho trenofer of 

391 

~·e no~•• dirac~ through t ho uoual chunolo. I n ~bio caoe talegr~pbic reporto 

troa ~ho South Atric&A RooerTo llal>k a1 to *"'OUlltl obipped aigbt be e.ceepttd ae 

a buil for offoct1n& dollar cr edito in liow York liAeO t ho vord of t ho b&llk ae 

to amounto unt mu.ot be &ecopt ed. in arq eaeo uclooe a oeparo.U count h made 

by pereono opoc1ally espl oyed by tho Consulate General. 

lCliDi:W. 

Copy: TW:bJ:}-18-42 
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!larch 18, 1942 

ID replf refer to 
Jr 860 D.4061 Koti oD Pietureo/14 

!he Secret ary of St ate preoeDto bio comp1t.eato 

t o tho Honorable the Socrot&l')' of tho 'l'reaowy aD4 

t raz>uito herewith a parapbraae of tol•C%'8 DO. 174 

Of .Janv.ary 31, 1942 tro .. Stocli:boa, CODCOrDiDg 

attoapted Geraaa pressure to prohibit importation of 

A.er1caa filae to ScaadiD&Yi&D countri oo. 

J:aoloourll 

IToa Stockbols, DO. 174, 
l&ZNAr)' 31, 1942. 

... 

. -
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I'Bal: .&KERIC.All ~1011, Stoclrhola 

TO: Secreterr ot State, Waehin&ton 

DJ.!l'llll: JaDUar7 31, 1942. 

lltMll!ll: 17~ 

-Athr Jul7 1 , tho abo¥!."& of .&..erican lil.mo 1n finland 

will DOt be poraitted UDder ponalt7 of prohibitiom of tho 

i~~port troa Goraa.11 of raw tila amd nacuoary cinoMUc 

aqu.i-pMnt according to intor.ation telephoned fro• Holoinki 

aD4 raca1Tod br PeriiiiOUJlt repreuntaUn. Thio pronwe b7 

Oaraanr 11 being oppooed b7 Minilter Procope 1 o law partmer 

in Haloinki, Romberg, who hao ouccaootull7 perouaded Para-

mount in Stockholm to oend t o Pinland fi•• foaturea. Tho 

ul.Uaat- of 0.1'10&11¥ waa dol1Tored when a Garman agont from 

tho beadquariero office in :S.rlln of tho Intermational J'ila 

0'-bor eocratl7 rloited Helo i olci for that pnrpooo. Later, 

a o1a1lar threat vaa delinrad to tho Swdhb fila induatrr 

vben be •h1tod Stocltbola. Rovonr, the Swedu refused to 

eubait, according to reliable information. Tho oupplr of 

raw fila and other equ.ipooent, tho Swodoo hope to obtain 

from 11nHod Stateo or hgland it thor oxh&Uot their prount 

oupply """' Germanr refuaeo to turnloh them with ndd1t1onol 

a upplloo. .t.oouranc .. han been ginn b7 Br1t1oh Leption 
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t hat 1t will a1d 1n arran;:..,ento tor tra~~opo:taUon, pur~ 

chaooo and naTicerto, Olot Andoroon, Swod1oh Film I~o-

tryo I e&naii"i 41rector, hao boon told b)' lllllter \lathillitOII tbat 

thio Lo6ntion'o prooo eection, 1t the induetr;,r ao deoired, 

would ondotn'or to a1d him 1n o'btDiniDfi oupplho in the 

United ste.too. 

fho Intornat1oncl. l'ila Cl>u'bor• 1 ettorto ind1cate a 

portion ot an 1nteu1tied progr.,. o'bTiouol)' pl811lled to ex­

clwlo troa the Sc~;n countrieo ell Aeorican opinion 

torminc aca~~cho. !be oo1suro in Berlin ot loti of A.:>orican 

t ilmo which, nccordinc t o the Swodoo, elroe.df were ~~e pr~ 

pert)' of tho swedi oh f ilm induotr;,r and the prohibition 

plaeod 'by a.rmc..v upon t ho i mport of macadnee nnd booka 

arriTin& 1n Gotoborg 'by 'boato are eloo f urther manifestntiono 

of t tlil cupa1gn. 

Holoinld 1nfor~~ed of th1o cable. 

JOli!ISOil 

• 
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Huch l!i , 1942 

The Secretary ot State preaente hie co~l1centa 

to t he Honorable the Secretnry of thAI !rena\l.r)' and 

encloaea copiaa of a ~*"~aae of telegran no , 73, 

dat ed !~ 17, 194:?, fro;o the Acer1C4D Conr.U, 

l~acov, Union of SoYiet Soetnliat Republica, trans-

aittinc informat ion concern1nc c~aonta bein6 cede 

for t. ahi pment of gold to the United Statea, 

lCncloaure: 

l roc Coneul , l·ioacov, 
no. 7) , ~h 17, 194:?. 

cop)'•laoa 
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P.lJURI!t SJ 07 !ILIGIWI IIICIMD 

ftCII1 AMriciUl Collou.l, lloocow, UlliOo of SOY1et 
Soc1&lht llepo.blico 

l».'l!il l llarch 17 . 1942, 11 .... 

110. I 73 

I ha.,. beeo 1nfo ... ed 111 Adai.ral 1111.. that be 1o 

ll&lci"C UZ"&JlC'IHDto at tbe requaot ot t he COIGhoerU.t 

Of 7orei&D Trade tor obi}aODt Of 10 tOill of f:Old to be 

..U on a llr1Uob weroblp froa llllJ'II&I1alc. He added tb&t 

Gdot UDderotood that t b le obi}alnt ot SOld h to go to 

the Uoitad Stateo ~ traooobipmant in either Z.,.l&lld or 

IceliUld to eo .U.riCIUl wuobip. 

!rbla tolosram haa been repeated to Xui~ahn. 
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TREASURY DEPARTMENT 

IHTD.O~ COMMU NICATION 

DATK March 11!, 1942 

Mr. Dietrich 

CO N FIDENTIAL 
Recleterod eter l l nc traneactlone of the report l nb bank f 

__..., • • were aa ollowe: 
. . 

Sold to co.merclal concern• 
Purchaeed f r om commercial conctrne 

£48,000 
i. 6,000 

Opon aarkot otorlln& remeined at 4 .03-3/4, with no report ed tranoactlono. 

'l'bo Canadian dollar, wbich IIOYed ott tro• ~ to 13-3/8'/. diacount In the 
laot two dayo, rocoYered to a fiD&l quotation of 12-7/8'/. today In tair lJ oaall 
tr<tdl~~t;. 

In liew Torlt, cl oolllt; quot atlono tor the forel;;n currencloo Uoted below 
vere a1 follow•: 

Arstntlne peoo (free) 
!raslllan mllrelo (free) 
Colombian peoo 
Mexican peao 
Uruguqan pe eo ( freo) 
Vonecuelan boliY&r 
Cuban peoo 

.2367 
. 0516 
·5775 
. 2064 
. 5295 
.2815 
3/lfll. promlwo 

There wore no 6(>ld tranaactlono con""""'tod by uo today. 

'l'he ltdtral Reoer.-e !ank of liew !ork reported that the South African RtoerYO 
Ballk bad ebipped $1, 7}4, 000 ill cold f r oa Soutb Atrlca to the l>ew York acency of the 
B&~~que !ale• pour l'ltr ancer. for oale to the !low York .laoay Office for acconnt of 
the :Sanlt of tbe l!alc:lan Coaco. .l olcllar obipaont, 'Jalued at $1,766,000, wao 
de scribed In yoot ord&y'o report. 

'l'he ltdoral aloo reported that the B!lllk of the Coloablan Republic obippod 
$318,000 In cold t r oa Colombi o t o tho Jedoral for Ito accouot , for sale to the Now 

York .looay Ottlco. 

'l'bo State Depart•ent forwarded a cable to uo roportlnc thllt the !lew Goldflol do 
of VtDIEuola, Lt d.. obipped $135. 000 In cold ! r om Vonecuola to the llew York &&*DC)' 
of tbe Royal !aD!< of Canada, tor oalo t o tho lfow rork .looay Ot!lce. 

In London, opot and torverd ol l'Jer remained at 23-1/24, equi'Oalent to 42.67f· 

'l'ho 'l'reooury ' o purchaoo prlco tor torelp ollYor Will nnclwlpd at 35tt· Hand)' 
and Baraan• o oettloaent prlco tor !orelgD ollYir wao aloo uocb&Dged at 35-l/SI. 

Yo &ado no purchooeo of ol lYir today. 
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'!'he report of March ll ncoind fro• the J'odoral Reoern BaDlc of Jiew forlc, 
gin~~& foroip oliC~ pooiHono of baDlco IUid. b&llltoro in itt dhtrict , renaled 
tb&t tho total pooiHon of all countr leo wao ohort the oqulTalent of $3,430,000, 
a docreaoo of $826,000 in the ahort pooitlon olnco Karch 4, !lot chan&•• vere ao 
followo: 

Shor t Poolt ion Short Pool tlon c~ ln 
c ountrx March 4 Maroh 11 Short Pool tlon• 

l::nglbnd •• $ 1. 000 (Loll(;) $ 822,000 (Lo~~&) $815,000 
.lurope 2,~,000 2,367,000 38,000 
Canada , 000 (Lolli!:) 395,000 (Lo~~&) + 9,000 
Latin .t.aorica 69,000 (Long) 138,000 (Lo~~&) 69 ,000 
JAp&n 16o,ooo 16o,ooo 

..,.Ot he r .Ui a 2,258.000 2 ,288,000 + 30,000 
All Otbero 8].000 (Loll(;) 10,000 (Lo~~&) + 5J.OOO 

'l'otal $4,256,000 $} , 4}0, 000 $S26.ooo 

• Pluo alp ( +) l Ddl ca teo i ncreaoo in abort pooit ion, or deorea oe iu lone pooiti on . 
Mtm.o al p (-) lndlCAtoo docreaoo i n ohort pooition, or luore&oo iu long pooition. 

••Combined po olt i on iu 
rogiotered AD.d open ~~.Ulcot otDerllEog. N T I Jl\L 

CO NFI M 
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Cosl1 No,~ 

IIIITISH M:lS'r SIIICRS1' 

(D,S, SrxlRB'l') 

Illto'-tion Neei.,..S liP to 7 A, ll,, 18th llv.roh, 1942. 

SMpp'pg te•u•· Pol.lotrint reported torpodced and sunt.. SIMll 

Norwegien ship t>ff 11ADRAS on 13th, A Br1 t iah 8hip or •ed1,. tonn.ae wbiob struok 

a 81ne off SUl'FOil!: on the 16th bu sunk, 

.wm:A• 16th, Small en~ farce occupied a loealicy about ton 

e'nil.os SSW or :nm'I• EneiQ' column, inolucU.ng tonla! operated in ....,a about l5 ~ 

further to SSW, llovaent olooo]J' l'llltohed b)' our potrolo and one t>f our co~, 

including oCiie arul.ser tanka, attacked causing a.- caoualtiao, 

llliiiM• 16th, '1bo pooition baa baeCM otobiliead on an Boat-loa~ 

lino about tllirt7-f1vo 8iles north of 'l'liiRIIJ.Il.UI>I , Air recor>naia_,.,. looated 

maorowo boato and r afts on the rivar HIJINl lloot ot umn twnt;y-<l'ivo llilea 

south t>t T!WUWI.I.%IDI and a ldxed ene>O" toree or about 1, 000 was l ooated duo Bast 

ot IB!P.Illtll. CbiDeae patrols •t about three lnmdred Si8110IO ot wbca about hun• 

dred ...,.. ld.lled1 
the root retreated, Chioose oaoualtioo ropcrtod one killed, 

throe W0UD15e4. Our de110l1tiono in the 1'!WUIA!IADDI ar011 ....., oxton.oi ve, 

llllliaUl• J'ieroo fi&bting continues in tho VELJZH, RZilBV, OBIIUSI 

and YllKHI«JV amaa with no oubatantiol change in the oituation, '1bo Ruuian.o are 

attocld.Jls in the area east ot E!WUtOV, 

3. AlB OP!!81liQt6 

~. 17th. Sixty-four aircratt at ttiokod, cretoro were ll&do 011 

tho aerodr<Dea at TA1tJ.LI and LUQA, a !lol.l.ington 011 the ground was deotro7ed and 

tour othv airoraft ..,.. claUced. OUr tighter• •la!...S 11Yo - aircraft 

d"""'ed, 
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TREASURY DEPARTMENT 

I NTER OFl'ICE COMMUNICATION 

oAnllsrch 11!, 1942 

Subject : 

Sec retsry llorgenthsu 

llr. !Cams rok 

American Navsl Victory 

The Navy todsy announced t h&t •combi ned ooerstiona 
or American and Austral ian land-baaed rorcea• had 
cauaed grest damage to the Jepaneee naval forces orr 
New Guinea, the details or which ere given i n the 
a ppendix. 

(Accordi ng to a reliable aouroe, a member or the 
U.S. Intelligence Joint Committee, the real story or 
what happened to t he Jspaneee is being ke pt secret 
because it ie believed that the Japanese do not know 
where Our planes Came from. 

It will be remembered that some time ago, a 
Jspenese navto.l concentration Wlls discovered north or 
New Guinea. An American striking force or two air­
c r aft carriere and escorting &hips was sent after it. 
Thie ie the same squadron which osrr ied out the 
suooeaefu.l raid on the llsrshall Islends in January. 
The American equadron came down from the north, in 
rear or the Japanese , i.e., rrom the direction ot Japan, 
and caught the Japanese completely oft-guard. 

The ona hundred odd olanee f rom the American 
carriere dropped down on the Jtoo~neee squadron out or 
nowhere, ~• far as the J aoeneae sre concerned, and 
achieved the results listed ln the sooendix with the 
lose or only one plane. 

Ths communi que stat i ng that the plsnes were 
•Ameriosn end Austral i an land-baaed rorcee • is desiQned 
to throw the Japanese ott the trail and t o make them 
run sround in circles trying t o find our bese.) 
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TO 

TREASURY DEPARTMENT 

I NTER OF'ACIE COI\4114UNICATION 

Seoret8ry Morgenth&u 

llr. Kamerck 

SubJect: American Naval Victory 

The Navy today announced thet •co~bined ooerations 
of American and Australi&n lend-based forces• had 
caused gre&t damage to the Jsp&neae nsval forces orr 
New Guinea, the details of "h1ch are given i n the 
appendix. 

(Accordi ng to a reliable source, a me~ber of the 
u.s. Intelligence Joint Committee, the real story or 
whet happened to the Japanese 1a being kept secret 
because 1t is believed thet the Japanese do not k.now 
where our plenes came from. 

It wi ll be remembered tht\t some time ago , a 
J&paneee navsl concentration was discovered north of 
Ne" Guinea. An American striking force of two sir­
craft carriere and escorting ships wAs sent after i t . 
This i s the same squadron which osrr1ed out the 
successful raid on the Marshall Islenda in January. 
The American squadron csme down fro~ the north, in 
rear of the Japanese, i.e., fro~ the direct ion of Japen, 
and caught the Jspsneee completely off-guard. 

Tht one hundred odd ol~nee from the American 
corriere dropped down on the JeoPnese squodron out of 
nowhere, Ps far as the Jsnsneee &re concerned, &nd 
~chleved the r esults lis ted 1n the eooendix with the 
lose of only one olane. 

The communi que stating that the planes were 
•Amer1c~n and Austreli&n land-based f orcee• is desi~ed 
to throw the Jaoanese off the trail &nd to make them 
run sround 1n circles trying to rind our bese.) 
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AopPndix 

(Damage done to J~peneae N~vy) 

Cruiaera put ou t or actlon: 

Sank two heavy Cl"'.11sera. 
Heavily damp~ed And prob~bly sank one 

11a:ht cruiser. 
Dama~ed another cruiser. 

Deatroz~re out out of action: 

Probably sank one destroyer. 
PoFeibly eank two destroyers. 
Dam.ged one large destroyer. 

Auxiliary Naval Vessels put out of act i on: 

Heavily damaged one aircraft tender. 
Probably sank one gunboat. 
Damag<'d one gunboat. 
Probably eank one minesweeper. 

Tranaoort or cargo ships : 

Sank or gut ted by fire flve shlpe. 
Heavy bo~b hit msd~ on two t rsnsporte. 
Damaged and left burning one transport . 
Dam~ged t~~ee transports . 

414 

4 

11 

Regraded Unclassified



TREASURY DEPARTMENT 
41.5 

INTER OFFICE COMMUN ICA TION 

D An llarch lS, 1942 

TO Secretary llorgenthau 

lh·. Kttmarck 

Subjaot: Summary of Intelli~enoe Reoorte 

British Home Ooinion 

There are suggestions that the majori ty of the 
British people, after the fla re-uo or criticism on 
t he Far Eastern events, have sett led down to a state 
ot war weariness, apathY and frustration. The wide­
spread anxiety about India continues. Immediate 
dominion status is urged. •It is thought that we 
lost llalaya through lack of sympathetic help by the 
nat i ves and that we are making little attempt to 
enli st the whole- hearted cooperation or the Indiana•. 

The general t r ends s hown sre a willingness to 
accept heavi er burdens , a demand for stronger leader­
shi p, and demands tor more drastic punishment or 
•moral saboteurs ', i ncluding not only 'black 
marketeer•' and s l ackers, but All who do not pul l 
their weight. 

(Bri tish Home Intelligence Report, Week endi ng 
llarch 9, 1942 J 

Jaoan 

The Japanese radi o broadcasts to the home 
populat i on a re more and more identifying the Soviet 
Union with the en,.my. The defeat or Rus81a thirty­
Aeven yeare ago ia t reated n~ ~ very recent, l ive event. 

(Foreign Broadcast Monitorin~ Service, Federal 
Communications Comm1aa1on, Weekly Analysis ot 
Offici al Foreign Broadcasts, Week MArch 6 - 12 , 
1942) 
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OF POSSIBLE INTEREST 

(Amusing side-li~hts or t he war ) 

Secret British Weanon: Beer Bottles 

Several pilots state that by drooping beer bottl es 
neAr &earohli~ht and anti-slroraft COncentrAtions, t hey 
h~ve succeeded 1n quietin~ the flAk end ehuttin« orr the 
searchl i~ts. Apoarently, an uncorked bottle, when 
dropped from an aircraft, sometimes ma kea en unusual 
pnd unnAturAl walling sound. 

•Enemy• 'Rhslea 

Experlenoe has shown tha t the behnvior or some 
wholea , especially t he killer whale, resembles t het or 
U-boAtR And that whelee have collAoted aulte A number 
or pnt1-eubmar1ne bombs . A whale ' s bAck hAs several times 
been mistAken for e U- bopt AurfAoin~ on her side or uoslde 
do•.tn before s inkimo: . Wholes snout1n~~: hA ve been mistaken 
fo r U-boate blowin~ t heir tanks , ond A oroject 1n« fln, ror 
A oeriscope . I n Addition, oil rises to the surfAce from 
whAl ee thAt hov~ been depth-chorged or bombed. A 1Ar2e 
specimen hAs been known to produce as mu ch AB 10 to UO 
t one or on . 

(W.I.D., Air Informa tion Bulletin, f 2) 
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UNrtm STAlU GolriiRNMatT 

COORDINATOR OF INFORMATION 

llaJ:Ch 181 1942 

The Honorable Henry ¥orgenthau, Jr. 
The Secretary of t he Treasury 
Washingto.n, D. C. 

Dear Henry : 

The attached i s a copy or the BBC 

daily dir ective which has just come to me . 

Sincerely, 

Pn4 
William J. Donovan 

41? 
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Ps7chological warfare of the ene~ is wbisperinc 

throughout Europe that Russia and Britain are read7 to 

doublecroas each other and sign separate peace. 'l'bis 

campaign is aided bJ the ene1111• a open propaganda taunt­

ing Bri tain with Bolshevi zation to annoy us into atti­

tude •hich will lend color to t he suggestion that all 

1s not well between Britain and Russia . 

2; Aim t o correct two main i mpressions : 

(a) '!'bat German srring offensive will be 

more terrific than the assault or las t summer on Russia 

while the Allies are less, not more , prepared to deal 

with it and, 

(b) '!'bat British nation is bitten b7 lethar 87 

and contusion is doing nothing to help defeat Hitler and 

is (alternately or concurrently) about to seek terms with 

the enemy or be deserted b7 her allies and dominions. 

3. Show enormous peak Br1tair1 playing, with news 

ot both offensive and defensive Mediterranean air opera­

tions, fresh particulars or Libyan Commando, British brunt 

in the battle or Java, land and air news rrom BurDa, 

Ceylon preparations . Also refer to great war production 

ot this bland nearly double that or America of which 

great part going to Russia. Besides being springboard 

of invasipn of Europe Britain i s the main source of allied 

war equipment. 

4· Hitlers spring attack cannot be as for midable 

as that of last June because of heavy losses of crack 

forces with gaps filled by hundreds of thousands or luke­

warm non-Germans, because t here is no element of surprise , 

because the Red t.rmy has gained, the Germans lost confi­

dence; and because the air position i s bound to be affected 

by the growth of the Royal Air Force both in the llediter­

r o.nean and in the west. 
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MID ;519.1 
Situation 
8-ll-41 

Jlo. 662 

ll!S'l'IUCTED 

M. I . D. 1 V.D. 

SITUATION REPORT 

I . Pacific Theater , 

11:00 A.M., March 18, 1942. 

~: The Japeneae are br1J161ns ~P reinforcements and 
otherviee eoneo1idat1ng their position in Lover Burma. A conaidorab1o 
naval force vae reported moving into tho Ba7 or l!engal via the Strai te 
or Malacea. Au.etralaaia: Aerial reeonnaieaanco on both aidee con­
tinues vith li ttl a actual land r18ht1ng. Allied a.!rcratt attacked tho 
Japeneee occupied port of Koepeng on March 18. Japaneoe llavy planea, 
according to ToQ<>, raided Port Moreeb:r and an allied air baae on Hom 
leland on March 1:5 and 14. 

II. lleotem Theater. 

RAF plaasoa dropped bombs on Oenoan terri tory during da:rl18ht 
roconnaieeance f1i8hta on March 17. 

III. Eaatern Theater. 

There ia no change i n tho situation along the general 
tront. (A eituation map v111 not be iae~od this date.) 

IV. !lfddlo Eastern Theater. 

C&iro cOlll:lUn.1quo reports a vi thdraval of Ald. a columna 
operat ing aouth or 'noim1, and a reduction in grolllld activit:r. 

BESTBIC'l'ED 
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