CONFIDENTIAL

Conference #647-A,

Conference on National Defensse,

Held at the Executive Offices of the White House,
May 30, 1940, 12.15 RB. M.

Present: Advisory Commission to the Council on National Defense:

Edward R. Stettinius, Jr.
William Knudsen

Chester C. Davis

Ralph Budd

Leon Henderson

I ss Barriet Elliott
William H. McReynolds
(Absent: Sidney Hillman)

Secretary Morgenthau
Secretary Woodring

Attorney Gemeral Jackson
Secretary Edlson

Secretary Ickes

Secretary Wallace

Secretary Hopkins

Director Smith

(Absent: Secretary Perkins)

Senator Barkley
Representative Rayburn

General Marshzall
Admiral Stark

Seeretary Early
Gensral Watson
Captain Callaghan

THE FRESIDENT: This ecarries me back a long ways, twenty-three years, twenty-

four years and the situation is a little bit like the World War period

but it differs ;lsu in a great meny respects, In 1917 we undertook to
complete neational mobilization. There had been practically nothing

done before the sixth day of April when we actually went into the war,
We had no system, we had no plan and there was imposed on the country
rather slap-dash methods., The duty of organizing an, Army of between

four and five million men, and almost doubling the size of the Navy, and




there was evolved from it a system which on the whole worked fairly well
but was very weak in a great many other particulars.

We pald very little attention in those days to certein economic
factors. Well, for example, in the spring of 1917, because of the two
previcus years when we were not in the war but theretofore, a very
vicious spiral had begun, in fact it had got so far under way that it
was practically impossible to check it. It falatad to all kinds of
things that people buy and it upset very greatly the whole scale of
wages, methods of employment and everything else.

Just for example, before we gof into the war wheat was selling for
2% dollars a bushel. Well, that affected every family in the United
States., It is a perfectly absurd price, of course, because the wheat
farmers at that time were perfectly capable of making a good living
with wheat selling at, say, a dollar and a quarter, just half of what
it actually was selling at. Cotton wes up around 30 cents a pound =nd
the whole life of the South was completely changed. The colored field
hend, becesuse of the price of cotton, the tenant farmer, was buying
silk shirts. It was not just the worker in the factorieg. The negro
field hands were buying silk shifts. Right, Henry (indiecating Secre-
tary Wallece)? It was = terrible situation.

Copper, which at the beginning of the war had been selling st a
nice profit, around 9, 10 or 1l cents, ﬁaa up to 28 cents a pound. The
result was that the copper miner was getting lﬁband 20 dollars a day.
4nd, as Tast as the cost of living went up, labor demanded, I suppose
rightly, a higher wage. And the economics of that period became fan-
tastic. Nothing had been thought out on those lines, That ie the reason
that we have added to this Commission of seven, we put on this Commis-

sion of seven, certain people who will have the duty of trying to keep




the economic level as constant as it is possible to keep it.

We have, for instance, Miss Elliott, who is going to == who has
a lot of experience on consumer protection, and Miss Flliott's == I
am starting down at the bottom of the 1list, in a semse, things like
price control at the bottom because that is a thing that affects,
ultimately, production, but in the first instance, it affects the lives
of ﬁha people of this country. There won't be very mich work for Miss
Elliott to do, except in the beginning, except to get from the different
departments all of the daily and weekly figures from all over the
country on what the cost of the consumer goods is to the consumer anﬂ'
to stop, before anything gets too far out of line, a ghortage, an in-
erease of price that ought not to be justified, and keep in constant
touch with the figures.

I do not believe that there is an awful lot of Govermment action
that is needed at the present time. We have got surpluses in almost
everything. The sﬁalves are still pretty well stocked, the retail
shelves all over the country, but it is something we have got to watch
like a hawk to keep it from getting out of line. MNow, that is Miss
Flliott's job.

In the same way, Mr. Leon Henderson's job is price stabilization
in what might be called the non-consumer goods in thelr raw state, —..
copper and cotton and wheat and steel billets, et cltara'and BO On.

We haven't got much of a problem at the present time because those
articles today are not selling out of line but they may, and he has
got to watch that like a hewk to see that they do not sell out of lipe.

In the same way, in the same general subject, Mr. Davis will

handle the fakm products end of it on an over-all basis and will try

to keep T productz in line with the general economy and see to 1t at
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least that the farmer gets, during this coming period, as much a pro-

0 portion for his money, for the continuation of his life, as other people
are getting. The Secretary of Agrieulture, who is here, will say, "We
ought to get a little more because the farmer is still out of line."™ He
is. We have had this theory of parity now for a great many years; both
political parties have tried to bring the farmer up to what is known as
"parity,™ which means essentially that we have taken an old period,
1908, 1910, in there, where the ratio that the f;rmﬂr was gatfing, by
way of his share of the national income, was in those days a good deal
higher than it i3 at the present time. We have got to bear in mind
that it is the Government objective, not partisan in any way beceause
all parties have agreed on it, we have tried to get the farmer as close
up to parity with the industrial worker, the minute man, et cetera, as
it 1s possible to do.

‘ Well, that will be, roughly, the job of Mr, Davis, working in very
close touch with the Department of Agricultures.

Then we come to -- let us see -- now we come to another phase,
which is not immediate, and that is Mr. Ralph Budd's job of adviser on
transportation.. I suppose the easiest way is to tell you what happened:

Lest August, I think it was, reallzing that something like this might ;

happen, I asked Mr. Willard, who is & very old friend of mine, who ran ,
the rallroads during the war for the Govermnment, to come down here and
tell me what sort of a setup he thought we could put into effect, and he
said he thought it depends entirely on whether the railroads are going
to be taken over by the ﬂﬂveggﬁmut or not. I said that would be the
last possible resort; I don't want to set up a system by which the
Government would have to teke over the railroads. Then Mr. Willard

said, "I think the railroads are in much better shape than they were
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in 1917." He said, "I also know that every railroad president in the
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United States, and general manager, wants to make a success of transpor-
tation in case of a erisis, a national emergency or war, raalizi_.ng that,
by gosh, if they don't, the railroads will be taken over by the Govern-:
ment." Says Mr. Willard, "And every railroad president knows the Govern-
ment the next time will never hand them back." "Well," _E said, "I

think that is a pretty good line,” And I think that Mr. Willerd wes
‘absolutely correct. .

So I éut hold of -~ oh, I asked Mr. Willard what kind of a setup he
would create and he outlined a setup which he put into the form of an
illustration. ﬁe sald, "I would like to have one room with a double
desk in 1t. I would like to have the Government man on one side of the
desk and the representative of the railroads on the other side of the ;
desk, I'd like to have Ralph Budd on one side of the desk as the
Government man, and John Pelley on the other side as the representative
of the railways." So I telked to Ralph Budd and I asked John Pelley and
this particular setup was all arranged -~ when was 1t, last August or
September?

MR. RALPH BUDD: September,

THE PRESIDENT: All right. Well, all I had to do was to get on the tele-

phone. Realph Budd turns up and here he is. "

The idea is, and this will come later on, not now, as a necessity

for the Army, the Navy or air work, Mr. Stettinius' work on raw materials
all kinds of materials just short of the finished product, and Mr,
Knudsen's work on the finished product, the moving of the material from
the mine to the Leke carrier, to the steel mill, to the finishing mill,
'to the airplane engine plant anﬁ; when that is completed, out, delivery

to the Army or the Navy.
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Now, as a matter of fact, to carry this out the theory is that
everybody concerned with production, even down to the last, will keep
Mr. Budd, as the Government man, in touch with the needs for railroad
cars and Mississippl barges and éunﬂl boats, coastwise shipping and
avarythingtalse because t;anspnrtatiun means every form. Oh, yes, busses
and trucks, too. Th&% is a very important Factor. We did not have them
in the World War much. Mr, Budd will get this advance notice of when
shipments are to be made, he will pass a slip across the desk to John
Pelley. Is that right, Ralph?
BUDD: Yes.
PRESIDENT: And John Pelley will see to it that there is no bottleneck
on the rallroads, with the certain knowledge -- he is telling the par-
ticular railroads involved, "Remember, if you do not clear this bottle-
neck, if you do not clear this stuff, the Government will take you over."
(Laughter) And we think it is going to work awfully well. Now, as a
matter of faet, at the present time there is no transportation problem,

absolutely none.

BUDD: No.

THE PRESIDENT: But if this thing gets worse, there will be, so Mr. Budd's

primary job at the present time is to get the machinery éll ready in
case there is a much heavier demand on transportation facilities than
exists today, so that he can put this clearance machinery at work on
pressing the button.
| And, of course, it means also that Mr. Budd will take up with the
different reilroads the problem of additional railroad equipment, either
new eguipment or the further repair of old equipment.

Then we come down to employment. }hu Hillman is not here today

because he has got a bad case of flu. He will be here on Monday. As I
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said to the Press, off the record the day before yesterday, Mr. Hillman

is a very old friend of mine and he occupies the psychological position

of being exactly half way between John Lewlis and Bill Green. (Laughter)
You know him, do you not?

MR. STETTINIUS: Yes.

THE FRESIDENT: A good men to work with; very quiet, semsible and, I think,
as good a man as we can get. But his problem is not just a problem of
union labor., His problem is going to be primarily employment in the
widest sense of the term,

Now, as I said to Mr. Knudsen before you came in, a part of this
general economy is going to save the Nation money if we cean cut down on
relief. Relief 1s costing us a billion dollars, a billion and a half
dollers, and it is costing the states and counties and cities asnother
very, very large sum and I want to save money at one end, sll I can by

‘ cutting down end using that saving to pey, in part, for the munitions
f that we have to order.

Senator Barkley is here and Congressman Hayburn, the Majority
Leader in the House. That does not mean that I am not going to ask
for the full appropriation of a billion dollars (for relief) to last

. until the first of Februasry. That has gone through the House already

and is now before the Senate because I think we ought to have the avail-
able funds in case we need them. I hopé with the pickup that a great
meny paupie on relief can be givﬂn*umplnymant but it is not a certainty
yvetb.

Mr. Hillman will also have general charge of the personnel training
in noncombatent work. Now, that means using, building up a great many

. . existing agencies of the Government. It means that we are putting in,

I hope -~ mind you, a good many of these laws have not finally passed;
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most of them have passed one House or the other -- we are proposing to -
put into the CCC camps noncombatant training.

Well, I will illustrate: Ome of the great needs is the need for
cooks, Now, that sounds silly. We need 10 or 15 thousand cooks, mili-
tary and navael camp cooks. We haven't got emough male cooks in the
United States. We have got to train them; that is noncombatant work,

We have got to train & lot more people to be radio mechanics and radio
ﬂpefators. We have not got near enough. That is noncombatant work.,

We have got to train automobile mechanics who would not be mili-
tarized but we need more sutomobile mechanics for ground work, for gar-
ages and all those things. I am not talking about automobile produc-
tion. I am telking about the repair gangs that go with a very large
mobilization -- Army and Navy. The CCC will be used for that,

Secretary Hopkins, in the last three weeks, has been handling the
personnel aﬁgle of this whole program and we have slready sent to Con-
gress a deficiency estimate of $32,000,000 on that end of it.

Then,we will use the NYA, the Nationsl Youth Administration, which
already 1s doing a very large training, vocational training of mechanies,
et cetera and so on. It is the elementary part of it, at least it is
something to build on, and they will contimue that end of the work, the
NYA. Then, the CAA, the Civil Aeronautics Authority, is going shead
with the base fraining of fliers. This year that organization is turn-
ing out 10,000 boys who have hed the base course snd this coming -=
from now on they are going to expand the same system, which is running
very well -- in other words, I do not like to start a new organization
if you have got something you can build on -- and with the help of a
very distinguished civilien committee they are going to try to train

50,000 pilots in the bass course.
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Now, from this civilian training, from a good part of 1it, these
boys and some girls, I hope -- going to put them in if we can =-- will
graduﬁtﬂ to what might be called the post grﬁduata courses, On the raw
materials -- not the raw materials but the unfinished material end of
things -- some of them will graduate into steel prodqution. Others will
graduate into the finished product, éuiomnbile production, airplane
production, gun plants, and scme of them will graduate into the Army
end Navy. Some of these fllers and pillots and some of the mechanieca
will go to the post graduate schools that are run by the Army, San An-
tonio and several other places, and the Navy down at Pensacola.

Then we cnmgmxﬁﬁkﬁe-two othﬁr, the two other "sections," I suppose
is a good word for-it, beginning at the bottom and, mind you, probably,
ag I said before, consumer protection, transportation, stabilization and
farm products will require relatively, and at this time comparatively
small staffe: it is a coordinating job, 1t is largely a statistical job,
g0 you will know just where the information stands at any time. The
employment section will be a good deal bigger, necessarily, and the
other two, industrisl materials anﬁ industrial production will have to
be pretty large sections,

Mr. Stettinius will handle all of the materials, as I illustrated,
from the mine up to the unfinished steel shaft for a destroyer or the
engine block, and then it will be taken over on the production end by
Mr. Knudsen's division.

I said to Mr. Knudsen this morning that this 1s s coordinating job
in a way but, at the same time it is’'a good.deal more than that. It is
getting things done. ;

Now, to go back and illustrate the Government relationships to this

Commission:
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You who are in private business know, I think, that the Government

o has all kinds of safeguards that have been built up over & period of

years so as to prevent the stealing of money by Government employees and

it has worked awfully well, In addition to that they put in the Civil
Service fifty, aiity years ago, and we want, especially when we are not
at war -- we don't want to break down Civil Service or the safeguards,
You have to go through a lot more paper work than you would in a private
corporation. You have to, because of the enormous size of the Govern-
ment's business -- $9,000,000,000 this year; it is a big business --

you have to coordinate with a lot more groups than you do in any private
industrial company, becsuse they do so many more things, the Ga';rarnmﬂnt
does. And on that end of it, you know, I have appointed the best
guelified men I know of, who have been in the Govermment for a long,
long time, and Mr. McReynolds as secretary to you gentlemen.

If you want to know about Governoment methods -- even people who
have been here in the Govermment, speclalizing on one thing, they have
got a lot to learn. Leon Henderson will have._t-::- learn a lot from Mac
(Mr. McReynolds). So will Chester Davis, he will have to learn a lot
from lMac because, when you are on one particular kind of work for the

Government you don't know very mich about what 1s golng on in the others.

When I was Assistant Secretary of the Navy I hadn't the fogglest idea of

how the Department of Agriculture was run., I have learned that in the

last eight years from Henry Wallace,

So Mr. McReynolds, with his secretarial staff, will act as a clear-

inghouse to help you in shortening, cutting red tape and shortening

the delays thet ordinarily, cquite frankly, go with Government business,
t And he 1s very good at cutting cormers.

/nd then you will run into emother question which you can always
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handle through Mac and that is the question of legality about this,

that or the other thing. That is why I asked the Attorney Gemeral to
come in slthough he is not on this so-called Couneil of National Defense,
and neither is the Secretary of the Treasury, and neither is the Director
of the Budget. But there are certain things you will want '1n1'argﬁtion
about as to legality, whether you can do this or can't do it, and through
the secretary you will be able to get, I can assure you, a quick Judg-' _
ment, even though it is a snap judgment from t}m Attorney General, with-
out delay.

When it comes to a cuestion of finences, you can take i1t up, elther
directly or through Mae, with the Director of the Budget, Harold Smith,
or the Secretary of the Treasury. In other words, I think we have got
the machinery that will save everybody time and work in together.

Then on enother phase, your relationship to the Army and Navy --
that is very, very important.

The final determination of the character of Army and Navy materiel
has to be made by the -penple who know best about 1t, in other words
the Seoretary of War, the Secretary of Navy, Chief of Staff of the Army
and Chief of Operations of the Navy, and we civilians have to be bound --
and the Congress -- in effect, by what they say they need for military
operations. We have alwaye done it that wey, with certaln exceptions .
where an importent committee of the Senate goes twice up to the proving
grounds to see a erackpot inventor set off an explosive that does not
work. Of course if the members of the Senate want to go up and see
pyrotechnics of that kind, it is entirely up to the Senate. Am I right,

Alben?

‘ SENATOR BARELEY: I think so, yes.

THE FRESIDENT: But,in the last enalysis, the Army and Navy officers and
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heads of their departments have got to determine the -ninﬂ.l and tﬁe-‘

character of the needs. And sometimes they meke awful mistekes., I was

talking to Mr. Knudsen this morning. One of the first times I ever saw

him was up in Detroit, during the war. I think it was the summer of
1918. The Navy had decided that they wanted more mass production in
ships and so somebody made the terrible mistake, not of giving the job

to Mr. Ford but of designing a ship that was completely unsafe and which,

if you turned too short or too fast, would tip over. It was called the

Eagle boat and Mr. Kmudsen did a perfectly grand job in turning them out --
couldn't have been improved on. But the design was awful. It is the
eagiest way of telling that story. We have been trying to get rid of

them ever since.

MR. KNUDSEN: That wﬁsn't up to us, Mr, President., (Leughter)

THE FRESIDENT: No, the design was entirely the fault of the Navy Department.,
We have to admit it. However,. taking it by and large, the Army and Navy
do know more about these designs than any of us and we have to depend
on what théy tell us. Now, when you come down to this work, either of
the matarial.a section or the prcductiaﬁ gection, it falls really into
three jobs: The first is reguirements. You have to know what the re-
quirements are., Then you have to put them on the schedule., It is a
question of priorities. That comes into that, and speed. And then, the
third is deliveries. # '

Now, you won't have == it will be up to you entirely -- you won't
have sny trouble when you get these things to the schedule stage, be-
cause, after all, that is your business. If you can once get the thing
scheduled and under way, then with your inspection and follow-up, you
can get your deliveries. But, I said this morning, you are going to

2
have ga'[lgttla trouble in the beginning in getting your raquirun_xmta
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listed.
The total of this program is going to be epproximately $4,000,000,000,

The regular Army and Navy Appropriation Bills, which were larger this

fiscal year, carried a totel of about $2,000,000,000, Of course that

did include pay of the Army and Navy and food for the Army and Navy and

clothing for the Army and Navy. But then, ‘some of these other appro-

priations include the same items. On top of that, another billion
dollars I have already asked for, and a fourth billion dollars that will
g0 up to Congress tomorrow for the Army and Navy. Out of the total of
that four billion dollars -- I don't know -- I have not had broken down
the amount that goes to pay and food -- have you any idea on that,
Geérga, General?

GENFRAL MARSHAIL: I do not kmow; the earnings (?) end closely allied products
alone will run up to about §700,000,000,

THE FRESIDENT: Yes. So the first job is to go through with the requirements

and make the Army and Navy agree exactly what those recuirements are.
Now, there are a lot of kinks to be ironed out, a great many, especially

on aireraft engines. And, during the past three weeks, because we did

not have this Commission, the Secretary of the Treasury has been acting
as a sort of clearinghouse, because he had been acting as a clearing-
house beforehand on the allied purchases, so it was logieal he would
act 28 a clearinghouse on the procurement of engines and planes. So he
will work -~ that, of course, is a finished product -- with Mr, Knudsen,
He will tell him exsctly what hes been done up to now, He will tell
about our efforts to simplify,
The Army had twelve or fourteen training types of engines: the

Navy had Ifour or five. The reason for that was a perfectly naturel one:

The Army wented to keep the little Plants going during the past couple
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of years. They wanted to keep them in production and therefore accepted

engines that were of a slightly different type and planes that were of
a slightly different type. But our thought as of today is that we
should simplify and get down to as few di:l‘fe:::ent types 01'.' planes and
engines as it is possible to do.

Then, as I say, on that end of it Mr. Morgenthau and Mr. Knudsen
will exchange views and you will get from him everything that has been

= done up to date on that line. The same way with machine tools, which

is very, very important. We have done some preliminary spade work but

t:h&t part is not straightened out entirely yet.

Then, there is another phase, just to illustrate what we have been
doing, and that relate;; to certain of what they call eriticel raw
materials and that falls into Ed Stettinius'! field. Starting three
weeks ago, I turned that over, because there were s0 many departments
interested in it, to Harry Hopkins and he has got that in very good
shape.

There are, roughly -- what are there, Harry, twelve?

MR. HOPKINS: There are fifteen of them.

THE PRESIDENT: There are now fifteen critical rew materials.  Now, of course,
if you read some columnists, you would say this country is going to fold |
up if you did not have a three-years' supply of all thaala materials on
hand.

The problem is much simpler. Out of fifteen different things,
twelve of them are very small, both in volume and price, and there is
before the Senate and House today, in two different -- three different --
four different bills, a total of $60,000,000 for the purchase of thease

raw materials., Well, there are things, for instance like three million

dollars! worth of ouinine for the Arm;i' and Nevy and Public Health Service




#647-A == 15
409

because we haven't got a big enough stock of that. That comes almost

entirely from the Dutch Indies. We are trying to buy it now through the
FProcurement Office and we hope to get in under the wire before thg Japs
or the Germans take them,

And then there is an item in there for mercury. We have not got
enough mercury in this country in storage. There is an item of four or

o five million dollars for chromium -- things of that kind, all relatively 'I
small.

Those are being handled, those twelve items, that comparatively
small total of 360,000,000, by the regular Procurement Service of the
Govermment, to which was appointed yesterday Mr. Nelson of Sears Roebuck,
to the head of it. Aind, mind you, a great many uf all these articl-naa
that are needed by the Army and Navy, a large portion of the purchases
will actually be done through the regular Procuremsnt office, which is
buying -- I don't know what -- three or four billion dollars' worth of
goods of various kinds every year.

Then that leaves you three critical raw materisls -- tin, rubber
and manganese.

Well, let us take the case of manganese: I don't think the steel
people are very much worried about that problem. We are getting most
of our manganese from the Straits Settlements at the present time be-
cause it is the cheapest place to buy. There is some in Brazil snd
there is a lot of high-class mangemese in the United States. Now, we
can't ask the steel companies to lay in a large stock of manganese at
a very high price. They now have somewhere around si::imanths' supply
on hand.

. MR. STETE[RI‘D_’S: Six months on rubber.

THE FRESIDENT: Is that 1t?
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MR, STETTINIUS: Two years on manganese.
THE PRESIDENT: You see, manganese is not a very serious problem, but we are

going to set up a corporation, a Government corporation, and lend it
the money through the RFC, and try to get a little more mangenese in
gtorage in this country.
At the same time, through Stettinius' organization, he has got to .
have ﬁ study made of how long, in case we get into a long war, how long
11:. would take to put our own manganese mines into operation --
MR. STETTINIUS (interposing): Right.
THE PRESIDENT: -- and be ready to give an order and have those mines in opera-
~ tion by the time the storage supply gave out,
The next item, rubber, there again nearly all of that comes from
the Dutch Indies and may be cut off by water, and we have got only a
six-months' supply and you cannot blame the tire manufacturers because
‘ rubber is selling at a pretty high price and they don't want to get
stuck with an enormous supply and then suddenly have the price cut in
half. So we =sre going to finance that through Jesse Jones and have a
corporation to buy the rubber and get it here, if it is possible to get
it here, from the East Indies and ereate, in éffect, a revolving supply

of rubber, which will be turned over to the rubber menufacturers. To

put it snother way, we guarantee them against = loss on their own raw
materials. |
So that setup is ready to go as soon as the bill goes through giv-
ing Jesse Jones the 'right to organize those three corporations.
Did that go through the Senate yesterdasy, /Alben?
REPRESENTATIVE RAYEURN: The House Committee reported it yesterday.
. SENATCR BARKLEY: Thet has been reported out of committee.

THE FRESIDENT: So -- one other thing: Stettinius has got to start in with
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the scientists because we might be cut off entirely on rubber, and we

have only got a six-months' supply on hand -~ to produce in this country

rubber substitutes which can coms from the Guana (?) -~ some kind of a
plant == and I think i1t was Mr. Ford that proved it could be made from
goldenrod at a much higher cost and, of course, it can be made synthe-

tically from oil residuum -- now, we ought to be ready, in case we get

cut off from the supply of natural raw rubber that comes from Brazil but

mostly from the East Indies -- to make our own home grown supply of

rubber.

Cn the question of tin, it 1s very mueh the seme situation. We have
a supply of tin on hand. I do not remember what it is -=- six or eight
months,

MR. STETTINIUS: A year, sir,

THE PRESIDENT: We probably can get more out of scrap stocks in this country

than we are getting now, but still we have not got enough tin. That

comes from the Straits Settlements, It might be cut off, There is still
another market, Bolivia, which is a higher cost market and that, because
of German activities down there, might be cut off from us, That is a
little bit of a difficulty. We have no tin in this country and it is
largely a metallurgieal question of trying to substitute for certain
articles that have a tin base today -- to substitute other metals,

MR. STETTINIUS: We have no tin refinery, which is just as important,

THE PRESIDENT: And we have no tin refinery elther.

So that part, these critical war nﬁteriala, I think we are pretty

well on top of in purchasing sll we can gﬂﬁ now, but we have not yet
carried th;uugh the study of putting our own machinery at work to create

what the Germans would call "ersatz" materials and supplies,

Now, it is my thought that you will find, all of you, that the Army-
- !
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Navy Munitions Board has available a perfectly grand mass of materiel

and I think that you should, as a Commission, have certainly a liaison

with the Army-Navy Munitions Board, through some member of that Board,

an Army nf}ic er and a Naval officer, or that you may want more than

that. On some of these sections ‘perhapa Mr. Knudsen ought to have, on

the production end, two people frnp.ﬁhe.ﬂunitionﬂ Board and Mr. Stettinius

on his end ought to have two people from the Munitions Board. Some of

the others won't want any -- Chester Davis, on the agricultural end, -

probably won't need enybody from the Munitions Board, and on the two

price sections, I don't think you will need anybody from the Munitions

Board because you will be keeping in touch with the proposed lrdera
when they have been decided om, in other words when you get past the
requirements stage.

MR. HENDERSON: I have a certain knowledge of what they have been doing over
a period of time,

THE FRESIDENT: Yes and you (turning to General Marshall) have got plenty
of people that know that arrangement?

GENERAL MARSHALL: We can arrange that very simply.

THE PRESIDENT: Now, just one word -- my Lord, I seem to have talked an
awfully long time -- one word about the present situation. I will tell
you all that I know in the international situation in a very few words:

It is extremely serious for England snd France, We are not saying
so out loud because we do not want to imtimate in this country that
Eﬁglund and France have gone. It would hurt their morale terribly if
we mention it out loud, but it looks very serious,

The German personnel and German materiel is so infinitely larger --

I do not sey superior in efficisncy but so infinitely larger -- than

the combined personnel and materiel of Englend and France that, just on




the doctrine of chance, they will Ii;.
It means two possibilities, if and when that happens == it happens
with the aid of all the resources of Italy because it looks today as if
they will come in somewhere, sometime in the next two weeks, maybe next
wnék, maybe the week after, but it is reasonably certain that Italy will
come in, That will mean the complete domination of Burope by the Nazi
forces, with the Faseists acting as their 11autenantﬂ.‘ It will mea.nltha
complete domination of Afrieca, which is wholly owned by Furopean nations,
and a very definite desire on the part of the people who run Germany to
destroy the power of the British Empire and England especially.
It does not mean of necessity that they will be coming over here
but it meens possibly that they would set up an economic union, a tariff
union, whiech they would control emtirely and then ssy to the people
outside, "Yes, you can Jzin that tariff union on our terms." They could
say very readily to nations where they have a large infiltration, like s
South America, they could very well say, for example to the Argentine,
"If you will join our economie European union, we will teke all of your
meat, your wheat and your corn, on which, the export of which you live
on., We will take them on our terms; we will guersntee to teke them.
We will pay for them but there is no such thing as foreigm exchange in
the old sense, based on gold or anything like that, so we will pay you
in goods which we will decide on. We may send you steel rails from
Belgium, which is part of our tariff union, production union., We may
send you toys or steel from Germany; we may send you knives from
Sheffield, England, because we dominate the entire economy of England,
Scotland and Wales. And if you don't want to teke it, if you don't
want to join this union of ours, you don't have to."

Of course that puts it sguarely up to the Argentine, which has a




very large German population already. If they do not accept, there is
no place else in the world where they can sell their beef, corn and
wheat. Stuckl ‘Ihat is one of the things we have got to face,

That will be a peaceful process in the sense that the Germsns and
Italians send no armed forces over to our hemisphere. It will mean they
will make no attempt or effort to take posseasion of Canada or the

1 British West Indies or the French West Indies. Therefore, technically,
they would not be violating the Monroe Doctrine end, through e peaceful
process of control, they would, in effect, dominate all of South Amg;ica,

Central America meybe, and they might even ask us to join the customs

union. I can see a pleture of what would happen in this country if they
= said to the South, "We will take all your surplus ecotton, take 6,000,000,0600
bales of your cotton and we will pay you in steel rails or we will pay
you in cheap German automobiles." Of course it would mean a complete
revolution of thought, political thought, economie thought in this
country as to whether we will retain the tariffs and keep the equivalent
of 6,000,000,000 bales of cotton, translated into terms of smtomobiles
or steel rails or anything else, whether we will accept that and go on

a straight barter basis of export and import or whether we would retain

our. present methods. And I think the country would be split right
across the middle on it and I don't know what the circumstances wngld
be or what the answer would be.

On the other hand, a victor of that kind may think at the beginning
that he is not going to conquer the whole world but, when the time comes
and he has conouered Europe and Africa and got Asia sll settled up with

o Japan and has some kind of a practical agreement with Russia, it may be
human nature for victors of that kind to say, "I have taken twn-;hirds

of the world and I am all armed and ready to go, why shouldn't I go the




whole hog and control, in a military way, the last third of the world,
1

the Americas?" And there is no one of us can guess definitely as to
what will be the decision on the part of Germany and Italy if they com-
pletely control all of Europe, including the British Isles. We don't '
know. That is the reason for this program. It is because we don't know.
That is the primary reason. A good many other victors and conguerors
in the world have said, "I only want so much,” end when they got that
they said, "I want only so much more,” and when they got that they said,
"I want all the whole known world."

So there is the situation and thet is what we have got to prepare

for.

One mmre-thaught comes to me and that is this: +that in all this

production work, I think we have got to bear in mind not that we are
filling an order. We have got to do more than that., We have got to
say to ourselves, all of us, "We are filling a specifiec order that is
given to us by the Congress of the United States but, at the same time,
we are preparing all the plans and, perhaps, even doing construction
work against the time when that particular sized order is going to be
doubled or trebled.” In other words, on the questicon of -- what?
airﬁiaﬂﬁ engines, we may be able to get the engines we want from exist-
ing plants but we have got to think_gf the possibility and, perhaps,
prepare for it, where we may have to turn out infinitely more engines
than this particular order calls for. That brings in a military considera-
tion. Nearly all, so meny 6f oyr plants are situated on the seaboard,
on the Eastern seaboard, some things on the Western seaboard and, from
‘the military angle, on additions to present production I think we are

all agreed that we want to put them in the Middle West or the north part

of the iiddle South, just for ordinery precautionary purposes,




I do not think I have got anything else -~ if you want to ask

questions I will be delighted to answer them. : £

REFRESENTATIVE RAYBURN: When are you going to send this adﬁitionai estimate

up to the House?
. THE FRESIDENT: Tomorrow morning, if I can get through with the Army and Navy.

I think I can. What I am going to do, Sam, is to send it up in rather

general terms, without giving, probably, a specific figure. The Army

estimates run around 700, 750 million dollars more, and they cannot

probably, of course, be spent, all of it, in the coming fisecal year,

and this thing will have to be broken down by the Army before the Appro-

priations Committees.

REPRESENTATIVE RAYBURN: That won't require any additional legislation like

we are passing this week or last week -- this week on the Army and Navy?

THE PRESIDENT: I don't kmow; how about that? '
GENERAL MARSHALL: Not for the Army, sir, . . :
THE PRESIDENT: You don't think so?

GENERAL MARSHALL: No.

THE PRESIDENT: Aind the Navy I haven't seen yet.
HEFREEEMT-LTI‘FE RAYBURN: That is the deficiency program?

THE FRESIDENT: Yes. - We want to eliminate, of cmréa, from the Army and Navy

figures‘ things that are all second and third priority. I want to stick
to the first priority and 1t will take at least until the autuma,
brobably November, before those orders can possibly be let and I think,
as we all know on the doctrine of chances, that if this world situation
continues the Congress will be back here after election day.
SINATOR BARKLEY: What you are sending up tomorrow is in addition to the
‘ #1,182,000,000 asked for in the pending bill, and that is either author-

1zed or based on suthorizations anticipated in the pending bills, Naval

e




and Army, which are now on the cslendar in_ the Senate and House t00?

THE PRESIDENT: And, of course, you cen authorize the contracting for certain

sums which would mean that the greater part of the money would not come
out of the Treasury until a greet deal later.
SENATOR BARKLEY: You spoke of $4,000,000,000 a while ago?

THE PRESIDENT: Yes, it will be about a billion more.

SENATOR BARKLEY: How is that broken down? You have got your $1,182,000,000 —-

THE PRESIDENT (interposing): It is mostly on three or four related items;

aireraft; airecraft guns to go on the aireraft, both Army and Navy; anti-
aireraft guns for both the Army and Navy; ammnition to go with it;
certain things like tanks, whiech run up to £90,000,000, Those, I think,
are the principal items. It is guns, amminition, tanks asnd airecraft.
That is the bulk of it, and both services.

ADMIRAL STARK: Flus some Naval ships which are already authorized, if you

approve them.

MR. KNUDSEN: Mr. President, may I ask & cuestion?

THE PRESIDENT: Yes.

MR. ENUDSEN: In the physical setup of this Committee, is that Committee
charged with setting up the details of its own operation?

THE PRESIDENT: TYes. .

MR. KNUDSEN: Where do we go finally, here?

THE PRESIDENT: No, Bill. Mac, what are you going to do?

MR. MeREYNOLDS: The Federal Reserve Board has offered us quarters in their
building.

TEE PRESIDENT: Good.

ME. McHEYNOLDS: If you will let us go that far away.

THE FRESIDENT: It is one of the most beautiful buildings in Washington and

directly opposite the Army and Navy buildings.




SENATCR BARKLEY: It is a very cold looking building,

TEE PRESIDENT: Well, after these .h-n:,ru and girls get into it, it won't be
cold.

MR. HENDERSON: The best lunch in town -- better than the White House lunch.

THE PRESIDENT: Sure; I haven't got any sircooling here,

MR. DAVIS: Does the @ommittee have any other functions as & whole Committee?

THE PRESIDENT: Except to coordinate your work.

SENATOR BARKLEY: I have been asﬁea several questions sbout the status of this
Commission. Of course the Act of August 28, 1916, is still in effect,
providing for the Couneil on National Defense. During the World War
they created a War Industries Board, which was an offshoot of that,

THE PRESIDENT: It was an offshoot of the Couneil of National Defense in 1916.

SENATOR BARKLEY: Is this Commission of the same nature, that it is supposed
to operate in connection with or as an offshoot of the Council of Natiomal
Defense?

THE FRESIDENT: Of course the Council of National Defense is one of thoae;
paper things that 1s pure fiction because it contains six members of the
Cabinet at the present time. It is essential that the Secretary of the
Treasury be on that and fhe Attorney General on that. The only two
people who would be left off would be the Secretary of State and the
Postmaster General who have nothing to do with this end of the work.

Now, obviously, we are not going to have that Council of National De-
fense meet at all. It will meet as part of the Cabinet., But they will
be available to this Commission at all times in their respective duties,
in their different departments,

SENATOR BARKLEY: The question thaet has been asked is under what Act ==

THE PRESIDENT (interposing); Under the Act of 1916 which sets up, first,

this Council of National Defense, which is pure fictiop, and the Advisery
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Commission to the Council of National Defense, which is this body. And,

when they were appointed originally in 1916 they were the coordinating

body, just as this is, for the whole works. And the Council itself

never sat except in Cabinet.

Now, we are just repeating that and, as I said the day before yes-

terday to the Press &;d as I said this morning, at the present stage
-we are still at peace, we are not at war. We are not trying to raise
and eocuip between four and five million men for the Army and 500,000
| men for the Navy -- we bave not reached that stage. W
Now, if we should get into the war this particular Council is going
to have a grgat many more problems that may require certain additionsl
machingry == 1f we get into the war ourselves.
' MR, KNUDSEN: Where do we head up at the moment?
THE FRESIDENT: At the moment you head up in the Federal Reserve Building and
 Mr. McReynolds will start there -- |
MR. ENUDSEN (interposing): I beg your pardon; I meant, who is our boss?
(Laughter) .
THE PRESIDENT: Who is your boss? Well, I guess I am, (Laughter)
MR, ENUDSEN: All right. (Laughter)

THE PRESIDENT: And I have asked Congress for a million dollara! appropriation

right away for the Council. <

As I-say, some of it will be very small in its starting. Two or

three, the employment end, the industrial production end, the industrial

materials end will require a very large staff and it will be up to you

to pick your own staffs,

When 1% comes down to clerical help, of course I think we will not
have very much trouble -- we are not bound by the Civil Service.

MR. MhREgHﬂLDE= Not on this appropriation.
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THE PRESIDENT: And, of course, you will be able to get a certain number of

people from Government departments and bring the rest in.

MR, STETTINIUS: Would you reta_r to them as dollar-a-year men?

THE PRESIDENT: No, they will get paid.

MR. KNUDSEN: I would much prefer that they get paid.

MR. STETTINIUS: With a few exceptions: as far as we are concerned, we do
not care.

THE PRESIDENT: Yes, and it is a good thing you don't have to put them in
uniform.

MR, HENDERSCN: On this maximum compensation of $6,000 on these emplnyeaﬁ,
will it require confirmation?

MR. MeREYNOLDS: ©No, not as it is drawn.

MR. HENDERSON: On the basie Aet, I will risk you a nickel that it does.

That is a big risk, Mr. President, with Mac.

MR. McREYNOLDS: Make it a coca cola.

THE PRESIDENT: We ought not to, as a matter of fact, because we run into all
kinds of difficulties -~ it upsets the rest of the Government -- we ought
not to pay more than $10,000 becsause tha'l.;. is practically the top pay of
the heads of all commissions, all the others in Washington. That 1s a
gort of standard top limlt and the standard top limit of the House and
Senate too.

MR. McREYNOLDS: MNo, we cannot pay competitive prices against induatry.

THE PRESIDENT: One word: Of course we have this fifth columm thing, which
is altogether too widespread through the country. In the bringing in of
new people we have got to be pretty darned careful. Well, I will give
you an illustration on fifth column: The Secretary of Labor the other
day had recommended to her very, very highly, a technical man who was

pretty thoroughly familiar with the whole subject of employment and she
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was going to eppoint him. Luckily, she emwmumm
‘I'P tion of Labor end she was warned against him, We followed the thing

down and found the particular man she was going to appoint was absolutely,
100 per cent affiliated end associated with the Communist movement in
this country. You have to be careful on that, Also be careful not to
get prn-m. There are a good many Americans who love efficiency

and are pro-Germans for that reason. We even have them in the ranks t:t:!'xr

the officers of the Army and Navy and we have to be pretty darned care-

ful about the inside, sbout the heart of the fellow we are getting, as

well as his head,

ATTORNEY GENERAL JACKSON: If any employee or prospective employee is desired
to be investigated, we will get a very prompt report from the Federal
Bureau of Investigation, as Mac knows. So far as that can be guarded - .

against, it can be guarded against by an investigation of employees who

are comlng in.

THE PRESIDENT: That is right, and the Department of Justice can carry ou-t
an investigation of that kind very quickly.

MR, HENDERSON: The Govermment departments utilize that now.

ATTORNEY GENERAL JACESON: Some do and some domn't.

THE PRESIDENT: Some do and some don't. They don't all utilize it.

MR. BUDD: May I ask one more guestion to c¢larify the aituation? As I under-

| stand it, each of us will set up such organization as he needs now and
enlarge it as the future may require and, presumebly he will function

with as much or as little as he needs to function, only occasionally

goming together as a commission?
. fTHE PRESIDENT: I would do it fairly often. Now, you. take on the question of
. railroads, There is an example., I do not think we want to upset at the

present time the railroad scale of pay or the railroad employees or the

~

E




railroad retirement provisions. Let us hold things right there.

Now, if you were to get from one of the brotherhoods, for example,
the idea that perhaps you ought to have a hro?horhood man in with you
as one of your assistants -- they are not difficult people to work with --
and if anything aoﬁej up in regard to people ofi railroads, that is -t-ha
thing you ought to consult with Sidney Hillman on so that his section
would know the problem of employment in transportation as a whole. Now,
that 1s why I think the seven of you ought to meet fairly often.

MR, BUDD: My thoughts coincided with that exaetly, sir. It so happens that
in the matter of railway labor -- I think I speak for the entire indus-
try -- we feel, just as you have said, that we ought not to make any
changes now., There is machinery set up, of courss, which, when we are
not at war, goes ahead according to the legal provisions. On the oper-
ating end of that machinery, it just happens we have had notice of =
desire to change --

THE PRESIDENT (interposing): Yes. '
MR. BUDD: -- and we are answering in accordance with the law. But our whole '
attitude is that that ought not be be upset now, Perhaps ym.u:' sugges-
tion that we get in touch with Sidney Hillman on that particular thing

as soon a8 possible is a good one.

THE PRESIDENT: On that, just asm_nthar illustration, don't forget, on your

transportation as a whole, probably you ought to have some liaisop man

with the Maritime Cormission. Just as Sidney Hillman would probably

want a lialson with the Maritime Labor Board, in the same way you

probably ought to have somebody, an assistant, on the busses and trucks
end and on the canals and barge lines,

. MISS ELLIOTT: May F ask one question in connection with the consumeér problem?

As I understai:f“it, you think there is an adequate supply now, that there

W




is no coneern about the consumers' needs for the moment?

THE FRESTIDENT: I think that is so at the present time,

MISS ELLIOTT: Then the major question here is watching out about prices?

THE PRESIDENT: And supplies,

Q Suppose, for example, that through the Government agencies hare.'fl.t might
be indicated that prices were getting out of line. Who has the authority
to do anything about that? |

THE FRESIDENT: You tell it to Chester Davis first and he takes it up with the
Secretery of Agriculture, you see, on agrieultural things., That is ==

MISS ELLIOTT (interposing): Shoes?

THE PRESIDENT: Shoes? Well, I suppose shoes you will take up with Mr.
Stettinius.

MR. STETTINIUS: Production is shoes.

THE PRESIDENT: I guess shoes would be production (Mr. Knudsen). Hides, of
course the consumer does not buy. Shoes he does buy so you teke that up
with Mr. Knudsen. h .

MISS ELLIOTT: That would be the guestion., Perhaps my relationship would come

~ out in the meetings of the Committee, as they coordinate. '

THE FRESIDENT: Yes, so you could present your problem to other people on the
Commission.

ATTORNEY GENERAL JACKSON: I think that problem, dealing with cﬂnaumara'-gpuds
and agriculture, they could keep in touch with the antitrust division of
the Department of Justice, because there are certain proceedings pending
and some contemplated that affect that field. ‘ |

THE PRESIDENT: Then you should have, also, possibly through the secretary's
office _iﬂ the easiest way, a liaison man with the Procurement Officer of

the Government, because most of these things for the Government, not for

the consuming public, are bought through the procurement of the Govern-
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ment.

When will Mr, Nelson be here?

MR. McREYNCLDS: Tuesday morning.

There will be many occasions for the different members of the
Commission to consult each ether individually., We would waste lots of
time by having the Commission meet too often. We don't want tocomany
occasions for that.

MR. STETTINIUS: Once a week.

THE PRESIDENT: Yes. Then I thought in the beginning, when we are getting
the lining up of the different fields of work, if you could come in
here about once a week for the first few weeks until the thing gets
going.

MR. STETTINIUS: - Yes.

THE PRESIDENT: I did not appoint anybody chalrman, I think it 1s entirely
up to you., You can have a chairman or you can have Mac call the meeting
order, call it together informally, or you can have a chairman., I
don't care.

MR. STETTINIUS: Well; Mac is pretty good.

MR, McREYNOLDS: How many members will be here this aftermoon? I suggest
we meet over in the State Department. I have a room next to my room,
Room 234, If we ;ould meet at three or half past? —

MR. STETTINIUS: Room 234, State Department, at 3.307

S,

MR. McREYNOLDS: Yes.

THE PRESIDENT: Fine., That is pretty good. I think you have got things go=-

ingc

(The Conference concluded at 1,15 P. M.)




w“n“ #648,
Executive Offices of the White House,
May 30, 1940, 1.35 P. M.
Q A rather poor ;gliﬁau'.
THE PRESIDENT: Oh, yes; for all of us,
MR. DONAIDSON: All in.
THE FRESIDENT: I have been talking steadily for an hour and a half, so I
am a bit played out.

First, on the Conference itself, the scheme, the plen of opera=
tions was completely outlined, the seven different sections, and it : '
was made clear that all of the seven sections dovetail in together.

Actually, I started at what might be called the lower end, because
it relates to the consumer and the public and on that end Miss Elliott's
task will be primerily that of watching consumer prices and watching
consumer supplies. That is the firast task and we do not spproach the
second until and unlasﬁ} we have to come to it. In other words, con~-
sumer prices today are sll right; consumer supplies, goods on hand,
are all right and we hope to maintain them both on the price level and
on the supply level so that there will be no inconvenience to the
public or a rise in the cost of living, So lilss Elliott's work will
be primarily that of setting up a small organization in conjunction
with the statistical departments of the Government to watch those two
things.

The same way, Leon Henderson's organization will do the seme thing
for the basiec raw materials. I used the illustration that he will

wateh the course of prices from the mine through the smelter, through

. the cést of tramsportation, to the primary processing factory. That is




more of a ntutiﬂtiuul Jﬁh than anything else for the time being.
Then, on tramsportation, Mr. Budd is setting up the seme kind of
machinery., The transportation facilities are wholly adequate at the -
present time but in &aau of greater needs for transportation facilities,
Mr., Budd's job is going to be to make preparations to take care of a
mich larger tonnage moving, not only on the railrosds but also shipping,
general shipping, coastwise shipping, barge shipping on canals end in-
land waterways, the Mississippi River and busses and trucka.
Then we come to the employment end. Mr. Hillmen is not here be-
cause he has rather a bad case of the flu; he is in bed but he expects
to be down here on lMonday or Tuesday. The employment factor that he
handles relates to -- I think the easiest way to deseribe it is all
noncombatant employment needs. In other words, he will take up =ll
those things where Secretary Hopkins has brought the coordination of
the program during the past three weeks -- the civilian base pilet |
training, the use of NYA vnc;tiunal training, to turn out mechanics and
radio people, et cetera and so on, and the same kind of work that we
think will be extended to the CCC Camps -~ noncombatant jobs -- cooks --
we talked about that the other day -- radio people, automobile mechanies,.
I do not mean automobile mechanics to go into the automoblle plants but
to do the repair work around the country for all kinds of automotive
equipment.
Then, finally, agriculture -- Chester Davis probably has very little
work to do except to set up a very small organization to keep in touch
with agricultural supplies and agricultural prices, to see that we do
not run into a jam or a shortage in any one of those things end to see
to it that we maintein, with the help of the Department of Agriculture,

the effort to keep agricultural prices up as close to the object of

e




parity as we can. In other words, to maintain what is not a party pro-
gram in any sense but has been the nationel program aﬂnptl_ﬂ' by both
parties for mu:w :ra_u:ra -= the objective of parity.

Then you come to the last two, the industrial materials that Mr,
Stettinius hendles and the industrial produsts that Mr. Kuudsen hendles.

They aré all set to go. They are méeting this afternoon in Mac's
office -~ McReynold's office -~ over in the State, War and Navy Build-
ing, and he has already made provision for offices -- whether it will
be for all of the seven sections or not I not know -~ over in the
Federal Reserve Building, which is very handy to the Navy Department
Building end the Minitions or War Department Building. I+t means you
will have to walk a little further than you have been acecustomed to
walking when you go down there, but it is a good handy place, The Fed-
eral Reserve has come through in fine shape and has given us a lot of
gpace they do not have to use.

They will meet with me again early next week and they are all
"rarin' to go" and that is about the only thing that it is necessary to

say. The only thing --

(At this point Mr. Early interposed and said to the President: "I think the

illustration between Budd and Pelley, as spplied to the whole, was a
L7

good illustration.")

THE PRESIDENT: 'Didn't I use that the other day? =

MR, EARLY: Not to the Press.

THE FRESIDENT: I msed this illustration about how the thing is working out:

In the arrangement I made last summer, in September, largely on recom-
mendation of Mr. Dan Willard, who had run the railroads for the Gonrn:-
ment during the war, when the railroads were under complete Government

management, he end I agreed that we wanted to avoid in every way possible

VISP e
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the Governmemnt teking over the rﬂqu| min' and that every railroad ol

c president knew - this was his suggestion -- that if the Government
had to take over the railroads again in order to meke things move, on
the doctrine of chances it was a hundred to one that the railroad
companies would never get the railroads back the next time. E;rarr rail-
road president xnows that when the Government wants to avoid that from
happening. Therefore, to put it -= not literslly but I would say as &
metaphor (?) == the idea on transportation is that we would have a
double desk with Mr. Budd, rapraétanting the Government, on one side. s
To Mr. Budd would come from Mr. Stettinius, let us say, 2 demand, a
ecall for X numbar' of fraight: rcars to heul ore from the Mesabl Range to
the Illinois plemts, steel plants, or é.hips to carry that ore from the
Range tﬁ the steel plants.. :
And, when the steel was to be moved through the final processes of
‘ the mmchine tool people, agein lir. Stettinius! organization would’ tell
Mr. Budd where this steel was that had to be moved, what the tonnage was,
and what the date was.
Then Mr. Budd would -- oh, yes, Mr. Budd would then teke those
movements rnf freight and pass them across the desk to the railroad repre-
sentative, John Pelley. FHe would be on the other side of the desk, but

he would be repraseﬁting the railroads; Mr. Budd would be representing

the Government. M. Pelley would then clear with the railroads that
were involved., He would tell them when the shipments had to be moved

and it would be up to the railroads themselves to see that they were

moved., And then, in case of any jem, such as we had during the World
War, the jeam® wnich necessitated something being done to centralize

the operations, the shipbuilding company involved in the jam that wasn't

S
‘ getting its shapes and plates on the day they needed them, they would




be the first to make a complaint tultr. Budd. Mr., Budd would ham the
c-umpln:l.n‘l: across the desk to Mr., Pelley and it would be up to Mr.
Pelley to clear that jem through direct contact with the railroads in-
volved i# the Jjam. '

Well, now that is a pretty good illustration of how this whole
tiing is going to work.

Q Mr. President, could you give us a similar illustration which would illus=-
trate the authority that Mr. Stettinius snd Mr, Fnudsen would have in
the pruﬁuﬁtiun field?

THE PRESIDENT: In the production field, for instance, as opposed to the
materials field, the first thing to do for Mr. Knudsen is to get speci-
fically down on paper the first stage, which is requirements., Now, that
r;nrnlvas getting from the Army and Navy the specifications, the types,

a decision on, say, sutomobile engines as to what types we are going to
order, whether it is possible for the Army to cut down from fourteen or
fifteen different types of training plene engines to two or three types
of training plane engines, so as to standardize. And Mr., Enudsen's first
job will be to get his requirements listed down.

At the same time, through one of his assistants, on any glven

article he knows where there is spare production capaclty. He then

allocates -- oh, yes, wait a minute before you come to that: He has

got his requirements and then he comes to his éecnnq‘atage, which is
scheduling so that all these things, they will be coming in, the.finished
products will be coming in, in the order which is necessary for thelr
assembling. That means working out a system of priorities which, of
course, we did during the World War through practically a similar organi-
zation. That is the second stage, which is the scheduling of the pro-

duection, And then, finally, the third stage, which is deliveries.




We talked it over this morning and on that we all agreed on that
particular terminology for those three steps of production, the require-
ments, the scheduling and the deliveries.

Q@ Did Mr. Fnudsen definitely announce that he would take a place on this com-
mittee?

THE FRESIDENT: That he would what?

Q Has he definitely accepted a place on this committee?

THE PRESIDENT: Oh, yes.

Q@ I think a lot of paaplaﬁmﬁt to know whether the Advisory Commission --
that is the Commission -~ would have the same ;rawer_ and authority as its
World War predecessor and whether these members will be responsible
directly to you as a practical matter or whether they will have to eclear
through a Cabinet intermediary?

THE FRESIDENT: No, no.

& Will they report to you?

THE PRESIDENT: Oh, yes. Of course, remember they will have to live up to the
law. I will give you an illustration, Mr. Nelson, of Sears Rosbuck, is
coming here on Tuesday as the hesd of Procurement. Of course there sare
an enormous number of artiecles which will continue to be handled through
the regular Government procurement services, just as they were during
the World Wer, Well, take a simple illustration; I do not think we need
to set up eny additional machinery for the purchase of shoes. I think
Procurement is wholly capable of dolng that. He wlill not have to set
up any new Government machinery to buy desk supplies, typewriters,
pencils, et cetera, and paper. That will be handled through Procurement.
In other words, a very large proportion of Government purchases under

this program will be handled by the existing agencies that handle it

day in and day out, end did during the World Wer. It is comparatively --
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in point of the mumber of a;-uuiég; during the World War, the greater --
oh, the overwhelming percentage of them were handled through the regu-
lar Government agencies. There are certain things that have to be put
1nta_u mass production that are not in mass produn'tiun at the present
time, which would 1i:mn: be handled through Procurement and, in most of
those cases they have not been handled through Procurement. They have £

been handled directly by the Army and Navy.

Q Mr. President, I understend you are going to send a Message to Congress

tomorrow?
THE PRESIDENT: Yes.
Q@ Will you say something on that?

THE PRESIDENT: I am sending up a Message to Congress tomorrow of three

lines. 'I!hé first is the civilian training line which has been put to-
gether in the past three weeks by Herry Hopkins, acting as coordinator,
and is pow ready to turn over to Sidney Hillman next week when he gets
here. I think I already sent in a deficlency estimate on that,
$32,000,000, '
Q How mch is that? ,
THE PRESIDENT: $32,000,000, | "
Then, two other things which have come up, been ¢om£ng to a head
now for the past ten days, the additiomnal appropriation for the Army and
Nevy. The situation, as we all know, has very greatly changed since -
two end & helf weeks ago, two weeks ago last Sundey, I think 1t‘)lwaa,
when we made the final determinations of what would be asked of Congress
at that time, based on what the Army and Navy thought were the Priority
T articles and enlargements that were necessary at that time. There
has been a very great change in the whole world situation and, because

of that, it is necessary to send up, substantially, almost a doubling




of the program. :

My guess is - I don't know that I will send any definite figures.
I will probably send the Army and Navy people up to the Committee with
certain 1lists of items and let the Committee determine how meny of them
on the Priority I class should be included in either appropriatil.ons or
authorizations to contract at this particular time -- in the next two
weeks. {

Q Mr. President, does that mean that you will have a larger initlal expen-

| diture for Government orders than contemplated heretofore?

THE PRESIDENT: Yes, it meens spending a lot of money for the actual ordering
of tanks and guns, antiaireraft guns, guns to go in airplenes, and a
mich larger supply of fixed ammnition and an sdditional supply of
powder mr;ar what we had put down two weeks and a half ago.

@ Any sirplanes?

THE FRESIDENT: And additional eirplanes.

Q@ Vhen you say substantially a doubling of the program, you mean a doubling
of the Message program? |

THE PRESIDENT:; Yes. I think you can make a gmuess that it will be another
billion dollers and it might be -- it depends a little bit on what the
cnmittaas.on the Hill feel should properly go into this Priority I
clags -=- it might come out a little below a billion or it might go over
a Elliun. . 1

Q Before you leave the Council will you discuss the nature of lMiss Elliott's
work?

THE PRESIDENT: I talked about that, didn't I?

Q I am sorry. | F

Q@ On that same question, may I ask one? Will this industriasl control you

are setting up ineclude price control? You have spoken of a lot of orders
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wherever there is production.
THE PRESIDENT: At the present time, no, That ia al.'l. you can aa;r; As T said
the other day at the Conference, and I believe I said it in my Message,
. we want to avold the spiral of the World War., If cotton sells at 30 or
35 cents, it upsets the entire agricultural life of the South. If copper
_ uuilu at 28 or 30 cents, it upsets the entire industrial 1life of the
nation. If wheat goes to 2% dollars, it upsets the ar.:onunﬁr of every
family in the United States. And if prices go up substantially beyond
the present price level -- I mean as a general thing, remembering always
FMita% wo BULLL think Wiat the fastee s Y60 Lar below parity -- snd that
is not a partisan question because both parties are sbsolutely, 100 per
cent, 1n accord on it -- if the genersl level of prices gets out of
 kilter in one sngle, that is apt to get emother angle ocut of kilter, and
that means, of course, that people who work for wages or salaries, if
they see the cost of things that they have to have for themselves and
their families going on up, they are going to ask for more wages. And
when you get more wages, it means your cost of p{f_t:\du{:tion goes up and
you have to add something to the cost of material. It is the seme old
Vicious spiral and that is onme thing we want to avoid.

We haven't got at this time to any gquestion _af price fixing because

the evil has not appeared. What we will do if it does, I do not kmow,

Q Just take the case of girders: Suppose the Government wants to tuy girders.

THE FRESIDENT: Girders?

Q Steel girders.

Q A big steel company can possibly sell those ordinarily at a cheaper price

than the small steel companies because of mass production and could put
in a lower bid. Let us say the blg steel company is all filled up with

orders and your Commission might decide there is plant capacity in a




1

smaller company, slthc;ue.h the price is higher. Is the Govermmemt re-
quired to take the lowest bid, or cam it, without any additional legisla-
tion, go over and pay a little more in order to get those?

THE FRESIDENT: The question of paying a little more, yes, I suppose we pro=-
bably would. But \wa would not pay any more until it is definitely proved
that it was costing the little company actually more to turn out tha_
orders than the big company. It always is not true. You take some of
the steel enmpﬁniaa at the present time that in the past few years have
put in complete new tooling. Now, théy are mich smaller companies than
U. S. Et-aal or Bethlehem, and because they happen to be newly tooled,
1t is possible, though they are only a tenth of the s8ize, that their cost
will be lower than the two big companies, In other words, each case has
to stand oh its own merits.

Q@ In New York, Matthew Woll eriticized Mr. Hillman's appointment and raised
the question whether there was any place in the Administration for the
A. Fo of L.?

THE PRESIDENT: All I can say is, off the record, that I =m not the least bit
concerned., (Laughter)

Q@ That ia off the record?

THE PRESIDENT: Yes,

Q So far as Miss Nelson's (the reporter evidently meant Miss Elliott) job
1s concerned, will she have any control of forces at all from the con-
sumer's point of view, or will her sole control be from a reportorial
standpoint, using publiec opinion? .

THE PRESIDENT: I don't know. As I say, that is one of the things we haven't
got. to yet. It is nut a problem today.

Q Mr. President, in discussing the initial protective force with some of the

officers of the Army, they indicated they do not believe the National




Guard is in condition to mct immediately in case of ean emergency, and
that hes, I believe, brought up. immediately the question of whether the
Regular Army will be increased. Is that --

THE PRESIDENT: (interposing) I don't know; I have not talked about that. I
could not tell you.

Q With reference to the visit of Mr. Martin of the New York Stock Exchange
this morning, was there any discussion of the probability of closing of
the Stock Exchange, oI Gu_*rarnmant control of prices there?

THE PHIEIDEHT:- No. Well, there was end there wasn't., I told him that I was
a great deal older than he was end the first panic I saw was in 1907,
just after I started in to practice law for the firm that was counsel of
the Stoek Exchange, Carter, Ledyard and Milburm, and I have been thromgh
a lot of panics since -- 1914, when the war broke out; 1921, had a pretty
bad time; 1929 and 1933, when all the banks were closed and, of course,
we had to close all the exchanges beceuse there were no banking facilities—-
and then Stock Exchanga penics becsuse I had been through so many of
them, that always led me to discount the danger to the Nation. They al-
weys manage to work out some way end somehow. And we agreed that there s
are two things that people of this generation who had not had all that
experience should famamber in case of Stock Exchange troubles: The Tirst
was to keep your feet on the ground, and the second was to keep your
mouth shut. And we do not think it is a problem; we do not think it 1is
a problem.

Q Is Mr. Martin alarmed over the gl tuation?

THE PRESIDENT: No, no.

Q Mr., President, the way you outlined the functions of this Council, these
gentlemen snd lady, it sounds very much like a completely voluntary

matter and, yet, it is set up under a statute, was it not?
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THE PRESIDENT: Oh, no; it is not voluntary.

Q Do they have authori ty?

THE PRESIDENT: In effect.

Q The law givas them that? You would not have to ask for any more?

THE FRESIDENT: No.

Q Mr. President, was the absence of Secretary Perkins from this morning's
Conference significant, in view of the fact you stated that the basic
Couneil did include labor? -

THE PRESIDENT: She is away and Sidney Hillman has the flu, otherwise he would
have been here. | . L

Q Will you mention the third thing in connection with your Message tomorrow?
you mentioned civilian appropriations?

THE FRESIDENT: Army and Navy.

@ Those are the other two.

§ Would you care to comment on the tax program?

THE PRESIDENT: I have not heard a word since yesterday. It seems to be go-
ing 2long. They are having another meeting this morning.

] Thié extra billion, is it likely to cause any change in the tax program?

THE PRESIDENT: I do not think so, no. You have got to remember this: A
program that started at two billion and then goes to three and then to
four -- I am using rough figﬁras -~ a " very large part of a program of
that size won't have to be paild for -- I mean out of the Treasury --
until either late next spring, long after Congress meets, or even in
the following fiscal year, so I do not think it need affect the present
tax program they have got on the Hill.

Q MMr. Praaidﬁnt, a tremendous thing in here is this training of civilian
youngsters. Is the country and the Government supplied with the neces=-

gary money end facilities right now for that training?
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THE PRESIDENT: I think so.

Q How many men, do you think, sir, will be needed to train those?

THE PRESIDENT: I do not know; I cannot give you figures., All I can point
out is that we are going to expand that portion of the work of NYA; we
are going to expand what CAA is doing from 10,000 to 50,000 and we are
going to put certain forms of noncombatant training into the CCC. That
is as far as we can go and I can't tell you what will happen on the total
figures. As time goes on we may have to increase that I-:rugram.

Q Does this new setup fit into the White House structure under the reorgani-
zation program announced last fall?

THE PRESIDENT: Absolutely. I am going to have a couple more assistants down
here to keep me in touch with this so they can set as llaison people,
legs, legs between me and the different sections and the Commission,

9 Just two more?

THE PRESIDENT: I think I will put in two more and I think I will leave the
gixth open for any unforeseen emergencies. |

Q - Mr. President, have you any comment on Mr. Ford's statement that he could

produce a thousand planes a day in one plant?

THE PRESIDENT: No, I do not know enough about it.

Q Mr. President, is it possible for you to say how soon thease particular

| i

programs will be camplete@? Can you make an =atimate?
THE PRESIDENT: ¥You mean fully running?
Q@ I mean with all the; money spent and the equipment obtained.
THE PRESIDENT: Oh, my, no.
Q When is the dirt going to fly? When will these orders be put in?
THE PRE_SIDE!«IT: Well, judging hy'tha World War, we d_.tﬂ not get into full
t operation -~ of course it was a mich larger program, you have got to

ramember that we were organizing an Army of between four to five million




men and the equipment for the whole thing, and the Navy 500,0% ﬂn
~instead of 80,000 and it was on an infinitely larger iuh; We did not

get into full production until about May, 1918, about a year and a

month after the thing was started.

I cannot tell, but I should say offhand that we are going to beat

that, more tham cut it in half,

Q@ ©Six months?

Q Have you, sir, an estimate of the emount of actual cash money that will _
be needed by the first of Jamuary, for instance?

']_:EE PRESIDENT: I could not tell you, Fred (Mr. Essary). There are t0o many --
I should say not an awful lot by the firset of Jamiary --

Q (interposing) Will the tex gsntiemen in Congress --

THE PRESIDENT (interposing): I mean payment out of the Treasury. There will
be an awful lot of money obligated but actual checks going out of the
Treasury, not so much before th.e first of Jenuary.

MR. GODWIN: Thank you, Mr. President.
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