@-) Steps shopld be- teken to increpee coverage of
ﬁ,‘ﬁ 1..7 Cfb-r:a’:fu-— fetess #i iy
aydtem =

employul. IJI‘I ent covere only thome employers who

employ 8 or more persons. Although pome of the States have

reduced this number, I believe that leglelation should be enscted
e

which would inelude every employee of the clasm now covered by

the Act, irrespective of the number of employees employed in the

——

particulsr plant or shop involved,

(3) The number of weeks of coverage ehould be made

uniform throughout the nnt:l.un)uhh the Federal Government paying

for e portlon of the extended perlod above that allowed in the

regpective states.

(4} Leglelation should be enacted to include maritime

vorkere, federnl employess and other induetrial workers not now

i : = itz
covered. |i"'|-lu R sl PTG R ¢ PR Lativn

(5) The maximum rate of compensation should not be
less than $256 per week and the so-cslled GI bill should be smended

to ralse the meximum|rate thereln provided for veterana from $20

to 4ED per week.
-.(- ":.. "',-1" . -"',..'_ i ?F
(6] Provieion should be made to pay the necessary cost

‘-Iﬁq S e
of treneporting war #‘:rrh:ern}|I to thelr new mrkLar their old homee.

Thie ls legltimately a comt of demobilization and reganverelon,
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1 repeat, however, that the emphdsis in all legislation
fnd in all the motivities of the Director of War Mobilizstion

and Regonveraion should be directed primerily st employment e

4
rather than hunuplam-nt neaeds.

Much of the groundwork has already been done, but

et by Tin Foaf +
1t 1e now omste the Uongrese to provide a broad base of

A

legielation under which the objective of full employment can be
atteined, Thie will require bold and imsgilnative asction on the
Barle i ¥rs B i R e:u’..%w-..j m}
part of the Adetmtwtreser which can rest only on & sound basis
0f well-oconeldered leglelation.
&_fuu’;’ @ - @
I agein urge on the Congress the necesalty for

speedy notion slong theee lines.

LN I T
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2nd DRAFY
T0 THE CONGRESS OF THE UNITED STATES:

It 1s imposeible for anyone with knowledge of the facts
to attempt to predict when ths war in Eurcpe will be over. I, for
one, ehall try to make no such prediction. However, from newepaper
reporte we all know that, together with our Allles, we are cloeing
in on Germany from at lesset Fluru directione -- and from the sky.
The end-ia not yet immediately in elght; snd we know that much blosd
will be epllled and tressure spent hefore Germany is occoupied by
the United Natlona ss 1t finally will be.

However, the goal is now so much clomer than it was Just
a few monthe ago, that 1t would be foolhardy If we did not now push
to conelusion our plense to take care of the dieloentlons in our
domeetlc economy which will come when the European War ende, The
time grows shorter and shorter -- end with eech day the urgenoy of
actlon becomes more and more acute. .

HMuch of the planning and groundwork has elresdy bean laid
by the Executive departments, Fxecutive Ordare have been in
operatlon for months; but they are, of necegelty, limited in scope
vnd effeetiveness. There 48 now need for compreheneive leglslation
by the Congrese. I

Speed 1a espential. Huﬁr bille have been pending for

many monthe 1n both Houses of the Congress. The whole subject of
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taking care of veterans and of war workers as they return teo
percetime life hae been thoroughly debated. The time hsae definitely
come for sction.

It seems to me that in much of the ourrent disecuseion
of the problem, the emphanis has been misplaced. I know that the
Congreses will take it in g90d part if I emphssize that the ma Jor
need 1s for amplurmnni:;nthur than for compensation far unemploy=
ment, That is the crux of my thinking. The prineipal problem of
demobilization 18 not how to take emergency care of the unemployed,
but to see theat there will be a minimum of unemployed.,

It goes without saying that unemployment compensation is
very lmportant. Reocent Congresses have enacted and expanded a
wide eystem of unemployment compencatlon with cooperetlon between
the Federal Government and the eeveral States. It ie fortunate
qh#t ¥e therefore have a eystem of peacetime sociml regurity on
which we can bulld for post-wartime purposes,

But I hope that while lmproving and liberalising the
ayAatem of unemployment compenaatlon for demobilizatisn purposes
we can lay the emphasie affirmatively on employment -- employment
in private industry. Jobs must be there when people went to work.
1f there 1a the will to do thie, I am sure that it oan be done.

Ysok in the dark daye when military defeats were the
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order of the day for the Allles, I/:;\I.b!r that when I announced
a popl of 50,000 sirplanes per year, there was not only eincere
skepticlsm, but alsc plenty of ﬂitlllﬂn about such "fantastio®
flgures. That goal wae reached hr_iha American people -- and
Burpa;lud == because the American people hed the will and the
determination to do 1it.

I have the num; conflidence that the American people --
bueinesa and labor and agriculture -- have the will and determina=
tlon to do for peace what they have done for war; and that they
ean ertablish a level of national income which will assure full
produstlon and employment. It can be done, Af only we use the
ssme courage and vielon es we did in our war program,

_E?arythlng that we do nmow should be based on the assumption
that such an objective is not only possible, but that it u':|.11 be
attained, This calle, first, for legieletion eetting up an
Uffloe of Var Mobllization snd Reconversion to be headed by a
pingle Director with plenary powers to sccomplish this goal ==
under such princlples and polloles as the Congress deems appro-
priate. He should have the advice and aspistance of an idvisory

Doerd nade up of persons experienced in different fields of

privete enterprise -- labor, sgriculture, management. There should
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be under the Director's control the functions of contraet termination

and settlement, the Alsposition 'uf all surplus war property and the
retralning und resmployment of veterans and workers. Indeed there
should be included in his powers whatever the Congress thinks
neoessary to see that the job 1s done,

We& must remember that the war is not yet won. e 8til] have a
very definite program of war production and war mobilization, Tow
gxample, aotual fighting experlence within the past few monthe has
tuizht us certaln kinds of war materiuls, the production of which
Was actually out six months or o year ago, have suddenly become of

increased importunce. Last year the best military opinion advised
that our plants for the production of trucks and heavy gun ammunition
oould be curtailed. The past few months have changsd the pleoture,
The sstimates have mow been revised upward. Above 411, we must

remomber that there is still a bloody and Af{fficult Job to finish
in the Peoifie, Ve ars still a long way from Tokyo and cannot let
"
dewn for & moment until we ccoupy it. That is why, as of today, I
sti11l inelude the words "jar Mobilization® with thet of "Reconversion®,
LSvary day every one of us should remind himself "The war is not won yet?
tut even while the Director continues to mobllize and produce
in some flelds, he must demobilize and reconvert in others. ‘hen

he reconverts, his primary gpoal should be to do it in such u way

that every step taken will provide Jobs.
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For example, it seems to me that the Congress should
definitely inelet that the government-owned and government-
financed plante and faollities should be leased only to corporations
or individusle who guarentee to use them for production and to
furnish therein a definite number of Jobe ae o minimum, The
emphasie muat be on how much employment can be provided by private
business ueing these plants with reasonable profit. If jobs are
not furnished as promised, then the pPlante or facilities sghould
be leased to others who will furnish them. In the same WAY ,
all surplus war property and land should be disposed of with tha
chief objective of furnishing employment, and should, therefore,
be sold or leasad primerily to thoee who oan i'urn!-.‘nt.l melarm:nt.
or, ln the case of land, to those who will work the land snd not
to thoee whio will epeculate with 1t.

It will become negessary after the war to meet the pent-
u2 consuner demand of many years, and indeed to rebuild the plnutF
of America for that purpose -- 1ts pescetime industriee in suto-
moblles, iceboxes, alr-condltioning and hundreds of others, 1its
rallroads, its egriculture, its private housing, ite commercial
aviation, 1te hospitala -- all of ite resources, Hew civilian

uges will be found for aluminum, megnealum, nylon, snd countless

other products; energy will be provided for ferms and irrigation;
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a whole new horizon has been opensd in transportation by alr.
Theese pre only a few of the things which a post-war hAmerica faoces

with confidence. The Congrees should provide for the Office of

Wer Mobilization and Reconversion all of the powers necessary to

r:’__p_ﬂ_ ﬂ.-'u-i

pupervise the doing of this Job with one primary oblect in view --
to provide ampln;mnnt.

I am pure that the Congress hae in mind other fundamental
prinoiples of industrial demooracy which should be inoluded in |
such legislation:

Monopolles uqd monopolistio practicee sghould be die=
couraged.

_ &end new business venturas,

Smell business/must be encouraged end ssalsted.

The competitive syetem of free enterprise must be prouerveﬂk
strengthened and expanded.

Famlily-type fazwl;g and ferm ownershlip should continue to
be the backbone of our sgriocul tursl asystem.

Returning veterans should be glven assiatance 1n ownersehip
of homes, farme and small businepses. '

Speculation and speculative proflite ln wer surpluses
ehould ba outlawed.

Dumping of war surpluses in rulnous competition with

privete business should be discouraged.
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Of couree, the provislons with reapest to unemployment
are essentlal and should be embodied in the same bill or in
contemporansous legielstion. But it seems clear that theee
provielons for unemployment compensation should not be the primary
objective of the leglelation. They should be inoluded only to
make sure that, until full employment and production ars
reestablished, there will be' no undue suffering and no sharp
curtallment of purchasing power which might send ue into a tailepin
of depression. We want no return to the bresd lines of the 1930's.
To avold a drastic drop in purchasing power, the amounts pl.jr.l-b].n
a8 unemployment compensation should be large enough and should
oxtend over a sufficlent pericd af time, po that workers will not
have to stop buying the nepemeities of 1ife -- adegquate food and
shelter nnd clothing, We know that irf they do, we are hesded for
Trouble.

I do not propose to make reconmendations with respect to
the detalle of thies leglelation, I do think, however, that certain
prinelples should be borne in mind:

(1) While it 1m not neceeasry that everybody in the
United Stotes receive the game amount of bayment, 1t is neceasary

that everybody without a job receive enough to peralt him to buy
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necessltien for s substantial nunber of weeke of unemployment, 7

In gome of our atates, becsuse of low texnable values ana other
reapons, the stendsards of unemployment compeneation end the uountt
payable are too low !‘:;r thie purpose. I believe that the Federal
Government shoula pay a.muu Tixed percentage in exoeAs of allowenges
in each :tn.tu 80 that certain minima and maxima will be guersnteed,
In that way the differences Iin the policy of each state will be -
rocognized, but the Fedepal Government will pay for a certain fixed
Percentage above each state's allowance which in the opinian of
Congress ia neceasary to maintain & falr amount of purchasing power,
The State inaurance syetems should continue ta administer the
Byetem in each stste, but the Federal OGovernment should fix certain
etandarde so that ites own contributions will be adequately pafe-
guarded. Thie involves a Federal -State relationehip whigh I think
is not only Teasible, but very desirable in thia fleld, COonveraion
to war production wam a natlonnl and state problem: ao ig uqntwsinn
T0 peace.

(2) The ;tinting federal statute covere plante ar shope
which employ elpght persons or more. Some of the states heve reduced
thle number. I think thet compeneation ahould be payeble regerdless
o the number of enployees in the Plant or shop involved,

(3) The number of weeks of coverage should be made uniform
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throughout the mmtion, the Federal Government paying for s portion
of the extended perlod above that sgllowed in the respective states.

(4) Leglelation schould be enmoted to include maritime
vorkers, federal employees and other industriel workers not now
ocovered., (domestlc servants? farm labor?)

{6) The maximum rate of compensation should not be lese
than 26 per week and the so-called 3I bill ghould be smended to
relse the rate thereln provided for veterans from $20 to $25 per
waek,

(6) Provielon should be made for the Federal Gavernment
To pay the necessary cost of transporting war workers from their
old Jobs to thelr new work. Thie is leglitimately a cost of
demobilization and reconversion.

I repeat, however, that the emphasis 1in gll leglslstion
end in all the activitles of the Director of Wer Mobilization and
Aeconversion should be directed primerily at employment -- rather
than to unemployment needs.

Huch of the groundwork hae alresdy been done, but it ia
now clearly the task of the Congress to provide & broad base of
leglelntion under which the objective of full employment can be

attalned. This will require bold mnd imeaginstive motlon on the

part of the Director and his edvisory beard which ocan rest only




2nd DRAFT
=10=
on a sound basle of well-coneidered legislation.

To convert Americs back to peace will be coetly, very
costly -- ap 1t wone costly to convert it originally to war, The
price we shall heve to pay im a part of the cost of the war; and,
in the Hetion's bookkeeping, it should be charged ses a part of
the ooet of the war.

But no matter how many billions it may cost, it will atill
be cheap compared with the cost in reduced national income and in
human suffering and misery, which would result if we were to allow
our vast plente to remaln idle and our tense of millions of war
workers and gervice men to be demobilized into unemployment,

I ageain urge on the Congrees the neceselty for speedy

action along these lines.
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TU THE COMGRESS OF THE UNITED BTATES¢

It is impossibls for anyone with knowledge of the facts
to attempt to predlot when the war in Europe will be over. I, for
one, shall try to make no such prediction. However, from newspaper
reports we all know that, together with our Allles, we are closing
in on Germany from at least three direotlons -=- and from the sky.
The end is not yet immediately in sigh%; and we know that muoh blood
will be spilled and tressure spent before OJermany is occoupled by
the United Nations am 1% finally will be.

However, the goesl 1s now so much oloser than it was Jus%
a few monthe ago, that 1% would be foolhardy 1f we did not nmow push
to conclusion our plens to take care of the disloestions in our
donestle economy whieh will come when the Europesn YWar ends. The
time growa shorter and ghorter —- and with each day the urgency of
aption becomes more and more aoute.

Mueh of the planning and groundwork hae sglready been laild
by the Executive departments. IExecutlve Urders have been in
aperation for monthe; but they are, of necessity, limited in scope
nnd effectiveness. There is now need for comprehensive legislatiom
by the Congress.

Bpeed is essentlial. Hany bills have been pending for

many months in both Housss of the Congress. The whole subject of
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taking care of veterans and of war workers ae they return to

perceatime 1ife hae been thoroughly debated. The time hae definitely

come for potlon,

It seemn %o mo that in much of the ocurrent dlmuﬁn
of the problem, the emphanls has been mispleroed, I know thet the
COongrese will take it in good part if I emphasize that the ma jor
need is for employment rather than for compensation for unemploy=
ment, That 18 the orux of my thinking. The principal problem of
demobllization ia not how to take emergency osre of the unemployed,
but to see thet there will be A minimum of unemployed.

It goes without paylng thet unemployment mupunuﬂan is
very lmportant. Heoent Congrespres have enscted and expanded a
wide eveten of unemployment compensation with cooperation between
the Federsl Government snd the eeveral States. It im fortunate
thnt we therefore have n ayatem of peacetime soclel recurity on
which we gcan bulld for post-wartime purposes.

But I hope that while improving and liberalizing the
syatem of unemployment compensstlon for demobllization purpores
we oan lay the emphaeis affirmatively on employment -- employment
in private industry. Jobs must be there when people went to m.rk.
If there is the will to do this, I am sure that 1t ocan be done.

Baok in the dark daye when military defeats were the

o



End DRAFT
=

order of the day for the Allies, I remember that when I announced
a goal of 50,000 airplanes per year, there was not only sincers
skepticlsm, but also plenty of derision about such "fantastic"
r;gural. That goal was reachsd by the American people -- and
surpassed -- begause the Amerloan people had the will and the

.
determination %o do 1%.

I have the same confidence that the American people --
bueinegs and labor and agriculture -- have the will and determina-
tion to do for peace what they have done for war; and that they
can establish a level of national income which will assure full
production ll:.d employment. It can be done, if only we use the
same ocourage and vislon ae we 414 in our war program.

iverything that we do now should be based on the assumption
that suoh an objeotive is not only poesible, but that 1t will be
aettained. Thie cells, first, for legislation setting up an
Office of War Mobilization snd Reconversion to be headed by a
alngle Pireotor with plenary powers to agoomplish this goal --
under such prineiples and polioles as the Congress deems appro-
priate. He should have the advice and asslstance of an Advisory

. Board made up of persons experienced in differsnt fields of

private enterprise -- labor, agriculture, management. Thers should
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be under the Directer's contrel the funotions of contrmot termimaticm

and settlement, the disposition of all surplus war property and the
retraining und reemployment of veteruns and workers. Indeed there
should be ineluded in his powers whatever the Congress thinks
negassary to ses that the job is done.

We must remember that the war is not yet wom. e still have a
very definite program of war produstion and war mobilizatiom. Ter
example, actual fighting experience within the past few months has
taught us certain kinds of war materials, the productiom of which
was actually cut six months or a year ago, have suddenly become of

inoreased importance. Last year the best military opinion advised
that our plants for the production of trucks and heavy gun ammuniticn
cculd be curtalled. The past few months have changed the pleture.
The estimates have now been revised upward. Above all, we must

remember that there is still a bloedy and diffioult job to finish

in the Paoific. Ve are still a long way from Tokyo and cannot let

down for a moment until we ccoupy it. That is why, as of today, I

still inelude the words "iar Mobilization" with that ﬂfl"RﬂanYBrlinl"‘.

Every day every one of us should remind himself "The war is not wonm yai
But even while the Director continues to mobilize and produce

in some flelds, he .“-‘ demobilize and reconvert im others. hen

he reccnverts, his primary goal should be to do it in such a way

that every step taken will provide jobs,
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For example, it sesms to me that the Oongress showld
definitely insist that the govermmsnt-owned and govermmeat-
financed plants and faollities should be leased only to corporations
or individuals who guarsntee %o use them for production and %o
furnish therein a definite number of Jobs as a minimum. The
emphasias must be on how mush employment can be provided by private
businese using these plants with reasonable profit. If Jobs are
not furnished as promised, then the plante or facllitiss should
be leased to others who will furnish them. In the same way,
all surplus war property and land should be disposed of with the
chief objective of furnishing smployment, and should, therefors,
be sold or leased primarily to those who oan furnish employment,
or, in the case of land, to those who will work the land and not
to those who will speculate with 1t.

It will become necessary after the,war h meet the pent-
up consumer demand of many years, and indeed to rebulld the pl.ult
of Azerios for that purpose -- its peacetime industries in anto-
moblles, loeboxes, nir-conditioning and h:lﬂMl of others, its
rallroads, 1te agrioulture, 1ts private housing, ita sommeroelal
aviation, 1ts hospitals -- all of 1ts resouroes. Hew oivilian

uaes will be found for aluminum, magnesium, nylom, and countleas

other products; energy will be provided for farms s~d irrigation;
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a whole new horizon has been opensd in transportatiom by air.
These are only a few of the things which a post-war Amerioa faces
with confidence. The Congress should provide for the Office of
War Mobilization and Reconversion all of the powers necessary to
{epmud

upervias the doing of this Job with one primary objeet in view —-
[

to provide employment.

I em sure that the Congrems has in mind other fundamsntal
prinoiples of industrisl democracy which should be included in
such lagislation:

Honopollies and monopolistic preactloes should be dis-
couraged.

ind new business wventures

Small business fust be encoursged snd sssisted.
L]

The competitive aystem of free enterprise must be preserved
strengthened and sxpanded.

Family-type farming and ferm ownership should continme to
be the backbone of our agrioultural aystem,

Returning veterans should be Elven asslstance in ownership
of homes, farme and small businesses.

Speculation and speculative profite in war surpluses
should be outlawed.

Dumplng of war surpluses in rulnous eompatition with

private business should be discouraged.
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Of course, the provisions with respeot to unemployment
are sssentlal and should be embodisd in the sams bill or im
contemporansous leglslation. But 1t seems clear that thess
provisions for unemployment compensation ﬁnllli not be the primary
objeotive of the leglslation. They should be included only to
make sure that, until full employment and produstion Are
reestablished, thers will be no undue suffering and no sharp
curtallment of purchasing power whigh might send ue into a tailspim
of depression. We want mo return %o the bread lines of the 1930's.
To avold a drastioc drop in purchasing power, the amounts payable
a8 unemployment compensation should be large emough snd should
extend over a sufficlent period of time, so that workera will mot
have to atop buying the necessities of 1ife -- adequate food and
shelter and olothing. We know that if they do, we are headed for
trouble.

I do not propose to make recommendations with respesot to
the detalle of thies legislation. I do think, however, that certaim
prinoiples should be borne in mind:

(1) while 4t is not nun'nnrr that everybody in the

United States receive the same amount of payment, it is necessary

that everybody without a Job recelve enough to permit him to buy
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feoenslties for m substantinl number of weeka of unemployment,
In some of our states, because of low taxnble values md.uth-r
reasone, the standards of unemployment compensation and the smounte
payable are too low for thia purpose, I belleve that the Federal
Governoent should PRY Aome flxed percentage in exoess of sllowenoes
in each mtate so that certsin minims and maxlme will be gueranteed,
In that way the differences in the policy of each state will be
recognized, but the Pederal Oovernment will pay for a gcertaln fized
peroentage above emch state's sllowsnoe which in the opinion o.r
Congrees is necessary to maintain e falr amount of purchaeing power,
The State insurance aystemas should continue to adminlater the
oystem in each state, but the Federal Government should fix certaln
standards so thet 1te own contributione will be adequately safe-
gusrded. Thie 1n'n';|11'qa a Federsl-State relationehip which I think
ie not only feasible, but wvery desirable in thie field. Conversion
to war production wem a natlonal end state problem; ®o ls conversion
o peage.

(2) The existing federal statute covers plante or shope
whieh enploy eight persons ar more. Some of the states have reduged
thie numbar, I thin_k thet compenration should be payable regerdless
of the number of employses in the plent or ahop involved,

(3) The number of weeks of caverage shoold be made uniform
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throughout the nation, the Federal Oovernment paying for a portion
of the extended periocd above that allowed in the respeotive states.

(4) Legielation should be enaoted to inolude maritime
workers, federal employees and other industrisl workers not now
covered, (domestlc servants? farm labor?)

(6) The maximum rate of compensation should not be less
than §25 per week and the mo-oslled GI bill should be amended to
ralse the rate thereln provided for veterans from $20 to §26 per
waek.

(8) Provieion should be made for the Federsl Government
to pay tie necessary coat of transporting war workers from their
old Jjobe to thelr new work. Thie is legitimately » cont of
demobilization and reconversion.

I repeat, however, that the emphasis in all 1_ug1|1=t1nn
end in all the notivities of the Direotor of War Mobllization and
Reconveralon should be direscted primarily at employment -- rather
then to unemployment nesds.

Huch of the groundwork has alresdy been done, but it ia
now olearly the task of the Congress to provide s brosd bege of
leglelrtion under which the obJective of full employment can be

attrined, This will reguire bold amnd imaginstive aotion on the

pert of the Mreotor snd his advisory board which cmn reat only
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/ OFFICE OF WAR MOBILIZATION

WASHINGTON, D. C.

.lﬂl'l-'lltr 30, 1

*0.K.
rl n'n' "

MEMORANDUM FOR THE PRESIDENT:

I have been reviewing the general food situation
with Marvin Jones. I-have concluded that there can be much
relaxation in food rationing. Marvin is now preparing a list
of the foods — mostly canned foods — that can be taken immedi-
ately off the ration list and an announcement of these foods
should be available in a few days.

This action is important, in my opinien, for two
reasonsg:

(1) We are acowmlating in ptockpiles large
quantities of food against contingencies that probably
will not eventuate. The existence of food stockpiles in
large quantities, without need for their use, will put
such pressure on our support price programs in the post-
war period that it will make a major farm problem more
difficult to deal with than any in our history.

(2) We would clearly prove our purpose and
our willingness to remove all war-time restrictions as
rapidly as the exigencies of war will permit.

I think it should be done immediately even though
Bowles is cut of the city. Under your Executive Order, Jones
determines when the supply of food requires rationing. EBowles
determines only the method of rationing. Vinson agrees with me.

Another reason for prompt mction is that if it ie delayed,
persons familiar with the food situation will demand metion. If
we act then, it will be under compulsion. Again, if we delay
until the campaign is under way, it will be ergued it is done
for election purposes and without regard to the supply of food.

s .
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About 125 BC-2 ships will be delivered in the first two
quarters of 1945 under Maritine Commission oontracts. In addition,
ﬂ-mm*ahnmmmmaumumm
half of 1945. Amy discussion of the comstruction of additional
mmuummmmmmmmmmiﬁ
Quarters of 1945, While it might be physically possible, through
eontracts let now, to obtain additional completions from the Paeific
Coast toward the end of the 2nd Quarter, such en effort would be
wwmmunurpn-tmmmww
%o naval ship-repair and completions, that the net loss to the wer
effort precludes anmy serious consideration.

So, elso, discussion of the adequacy of shipping for 1ift-
ing UNRRA or other relief cargo is wise only if confined to the
problem as it exists several months from now. Unfortunately, re-
qﬂmhﬂﬂwﬁ;ﬁrmmtmpm.mthhmr
on the needs, even the real meeds, of liberated areas, Nor can
mmﬁ.-mhlhn-dmmmmrmnndhﬂnnﬂ-
ous theaters and screened or coordinated by the Combined Civil Af-
fairs Sub-committee, which are being used as a basis for procurement.

nthhsdmlwmmhmmmm
from the several theater commanders. For walid militery reasoms,
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ell bids for shipments of relief supplies must be approved by the
theater commander, whatever the source of procurement. The cell-
ings on such theater command approvals are not mow, end will not
in the near future, be occasioned by the adequacy of shipping., To
load more ships at Amerlcan ports with relief supplies, destined
for Western Europe during this winter and spring, would only add
to the number of floating warehouses at Fremch or British ports.
In the Mediterranean even,the delivery of substantial additional
carge will create emormous port comgestion, unless accompanied by
trucks to distribute it, and these cannot now be spared from mili-
tary use. It is extremely likely that as soom as port snd inlsnd
clearance capacity is availsble in Europe, shipping will also be
available.

The additional carrying capacity of the present fleet,
which will result from releass of convoy restrictions and decrease
of detentions occasioned by port comgestion end locel operations,
is not gemerally appreciated. It will be very large. When later
there beginas to be some reversal in the direction of military
cargo, there will be a demand for east-bound cargo.

To construct additionsl EC-2 ships in the 3rd emd 4th
Quarters, not only would pretty certainly fail to increase the
flow of relief to Europe, but would use labor needed for navel and
merchant ship repair and for other purposes, to bulld ships that
will mske, at best, never more than a few voyages. Even for these,
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the provision of crews may be extremely difficult. The Maritime

Commission, like the Navy, faces & serious problem in providing
persomnel, partieularly in certain categories, for the operatiom
of the last 10% of its present ship program. ;

Liberty ships, post-war, are certain to be a "drug em
the market,” as the followlng figures will show:

EE»E?EEEFEE!E
war with approximately 2,500 Liberty ships, in addition to which
500 of the 800 similar ships built in Englend and Canads will be
under British control. There is, thus, great distortionm of the
compositien of the post-war world fleet, as regards the size and
speed of dry cargo vessels, ‘

Excluding Axis-owned ships, the end of 1945 will find the
world with about 7,600 dry cargo vessels of over 1,600 (U, S. 2,000)
groes toms, gﬁhﬂ.ﬂn 7,700 such vessels in 1939.

0f these, however, ships of over 8,500 gross toms and
under 12 imot speed, will amount to 3,160 vessels, as compared with
1,070 such ships in the total 1939 fleet. Of the 3,160 such undes-
irable ships, the U, S. will own about 2,500 and these will consti-
E-Egﬁﬂﬁnmﬂugpﬂﬁﬂugaiﬂﬂi.
To replace the entire lost dry cargo tomnage of the English, Nor-
weglans, Greeks, Netherlands, and other United Nations, would only
require 1,000 of these 2,500 Liberties, even if the assumption
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m&hmmtmuuummmm:wurmpru
such replacement., Meantime, the Swedes have built some fine new
diesel ships.

However, aoccording to best estimates, only 700 tramp
ehips under the flags of the tem leading maritime nations (other
mmu.a.)mhﬂngnunnmmhummw
ghipe, cleared U. S. ports in 1939. Twice ae many tramp ships of
subptantially smaller tomnage cleared U. 8. ports in that year.
Only 145 dry cargo ships between 8,500 and 12,000 gross tons and
under 12 knot speed were built in yerds outside of the United States
in the five years, 1935-1939 inclusive.

The United Kingdom and Canada will emd 1945 with about
500 Liberty-type ships, in addition to those now operated by Brit-
ain but obtained by lend-lemse from the United States. It is ex-
tremely doubtful that the British will purchase the latter after
thuponlmthalmmm,ml-untntﬂcthnwml
prices. It should be kept in mind that while Liberty ships under
present conditions cost the United States about $1,600,000 each;
comparable ships were ‘h;u.:L‘I.t in the United Kingdom in 1938 for about
$500,000. 2

Before the war, the United States had about 946 dry cargo
ships flying the American flag, of which 805 were freighters and
141 were combination freight and passenger vessels. 146 of the
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minw:mmummmumn-uum-whm
of 12 knote. In contrast, after the war the United States will be
narh-pouiunnifitnmrnﬂulnbuwlhipdwﬁ-rm
of Japan. It will om a fleet of new, fast, C-type and Victory
dry cargo ships and coastal ships, aggregating at least 1,560 new
vessels, with a gross tomnage of 14,400,000—more than twice the
pre-war tomnage of all vessels—including 650 slow freighters. 1In
addition, U. S. Owners will quite certainly continue to operate at
least 100 of the 580 available pre-war vessels, totalling 4 milliom
gross toms. This humdred vessels will have a gross tomnage in ex-
cess of a million tons. The United States will also own an enormous
fleet of fast tankers, totalling some 10,500,000 gross tons.

It has been recently and confidentially reported to Chair-
man Bland that, as near as can be Judged, the foreseesble post-war
dry cargo requirements for American bottoms for overseas and coast-
wise non-military traffic are in the neighborhood of 7,500,000
gross tons—something like half of the above_outlined aveilable
tonnage of fast and modern ships. It is clear that we will not
need the Liberty ships and it may be fairly stated that the opinion
and conviction of those people in surplus property disposal and
ehipping circles, who have studied this situation, runs to the ef-
fect that something like 20% to 25% of our Liberty ship fleet can
be sold post-war for tramp and temporary use to the other maritime
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nations. Some additional percemtage can be disposed of ab momimal
prices, Mhthrmtumﬂhuumlnm.t-nhinlmtt
low wages. BSuch use, however, will tend to increase the subsidies
that will have to be paid to Americen operators omning fast ships.

At best, a considerable remainder of the Liberty fleet
will probably occupy the pre-war positions of the Hog Islend

freighters. 2 % j“ ﬁ
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OFFICE OF WAR MOBILIZATION AND

WASHINGTON, D. €. ; b

Dear Mr, President:

As Director of War Mobilisation and Beconversion, I baroty eubmit my
first report, remuired under the War Mobiligation and Reconversicn Act of
194, as of Jamary 1,19ks5,

It ie eeeential to an understanding of the problems coafronting thie
etuntry in mll-out mobilization for war and in the later traneition from war
to peace to review the Bajor accomplishments of our war effort in comparison
with our schievements in acranl times, Thérefore, in thias roport I have tried
to sum up thess eocomplighments and in thig summing up, compare the accomplish-
mente with our peacetime attaisments, I baligyae that in thie way we can a8
clearly the protlems which stil1 1ie ehead,

I think also that such p summary might clear up some of our present doubts
and uncertalaties, Much ham hesn sald about confusing and conflioting war state-
ments. This ie Lnevitsble in the pressurs of aceomplishment, Vietories lead to
optimiem, Setbpcks, which apparently prolong the wer, lead to fear, anxiety over
loved ones, and neneimigm,

The truth is that our soldiers at the froat today ere not short of ammni-
tion mnd wuprlies am g result of any produstion fedlurea, Howewsr, they nay
be short a few weals hence if we fail, Ir they are to freely use what they now
have in order to save uman 1ives, they must know that more, in abundance, ig
on the way,

#Thie nation car Be preud of whet 1t hae mccomplished to date with the
cooperation of industry, labor pnd sgriculture--of all the people--undsr vigorous
Goverament leadership,

We have reached a rate of munitions production ia excess of $6Y,000,000,000
per year while maintedning a Standard of living higher than that which we enjoyed
in 1529, We have attained thie rete of war production without eny over-all re-
dustion in the consumgr suppliee available to the public. To mccompligh this,
we have invested more than $20, 000, 000,000 in aew or expanded industrial Plants,

We have added 18,000,000 peraons to war sctivities, We have armed and
equipped the most powerful aaval snd air forces in the world, We heve armed
and equipped ome of the largest and one of the best armies that the world ham
ever B@en,



¥e have exported to our allies goods end services valued in excess of
$21,000,000,000, This aid consisted not only of sumitions but of materisls and
esquipment to increass their industrial output snd food to replece their losses
in production or in other food smources,

We bave had two years of almost unperallsled success in our military cpera-
tioas egeinet etroag and powerful sdversaries. Theso siversarles are still danger-
oum, And thus, in spite of all that we hove mccomplished to date, we still heve
more to do, Our forces in the field need more gune, more ammunition, more trucks,
mere tires, more ships, more airplanes, more rockete, and more men to finish the
Job which they have done mo well to date,

We cannot be complacent yet. We must man cur war plants to the fullest
extent necesmsary to meet the requirements of our military lesders, We must do
thie in the face of a further withdrewal from our aveilable manpower suprly to
provide replacemente for the arsy and to uild the nevy up to the strength which
it requires to man its ships,

Heceatly, therefore, I have taken motlon to tighten Selective Service
regulations, to deny priority and allecaticn righte wheo necemsary to meintain
manpower cellings established by the War Manpower Comuission for momwar plante
in order to fil1l the demands for manpower in war plants,

“he Wer Froduction Board has deferred for a period of %0 days new spot
authorizations in eritical labor areas and has frozen civilian production et oot
to exceed the fourth quarter levels of 194k,

I have requested racing management to suspend all roce moots, thus redus-
ing thet drain on maapower, transportation, commnication facilities and other

services, N2

I hope that these mctions will suffice, However, it may be aecespary for
Oongress %o consider leglsletion to streagthen the muthority of the War Maspower
Commiseion,

I am convineed that conslderation should be given by Congress %o nome
csntral over those found physically disqualified for militery service, so thet
they may render their war service ia essentlial war astivities,

Although labor pnd managemeat have in moet cases complied voluntarily with
the orders of the War Lebor Board, the suthority of the Board should be strangthan-
ed to enatle it to eaforce its decisilons in the courts without resort to seisure.

I will aot proediet bow loag the war will coatinue, However, as Ddrector
of Wer Moblligation and Reconversion, I sust direct the Oovernment effort at home
to the malntenance of all-out war production. When one of our enemies 14 defented,
then and enly then cpn weo lessen our sffort,

F¥en then we muet remember that our primary goal is the dafeat of the other
enemy. We will still have millions of American boye living day in and day out
under enemy fire, sleeping ia rein and md, eating out of tin cans, and never
enjoying the comfort of home,

I am coavineed that even with the defeat of one of cur soemies we ﬂi}
etill require a tremesdous sstional effort to bring full victery at an early date,
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Until this task is completed and those fortunate encugh to survive return home,
we must contioue our war effort as our primary nastional objective,

It is true that with the defeat of one of our enemies thers will be many
disruptions of local economy with some local unemployment, These conditions will
be temperary, They cannot be neglected, but they do not require the detailed
attention we must give other long range probleme which will develop with peace.

The Government hps, on phe whole, been successful in maintaining o
stabilized economy throughout the war period. Stabilization will be more difficult
with vietory. The Congress should give serious thought to a further extension of
the Eenegotiation Act which has been a successful factor in our fight for stabili-
gatlon, I balieve aleo that 1t is not too early for the Congress to consider the
exteneion of the Stabilisation Act,

I am not apprehensive over the ability of the Government to handle the
mechanical problems involved in traneition from war to pemce, Oongress has pro-
vided the tools in the mct establishing tihde office, It has established an Cffice
of Contract Settlement which has already mccomplished mueh in coordinating end
directing the procurement sgencies in the establisiment of a contract termination
procedure which I am sure will be able to settle coatrscts promptly s=nd satisfact-
orily when peace arrives,

Congress hes established the policies to govern the dispossl of surplus pro-
perty under a Surplus Property Board, While there may be some administrative
difficultlies under thie leglelation, it provides the mechinery for disposal, Much
nas slreedy been mecomplished under the Surplus Wer Property Administrator appoint-
ed prior to the pessage of the mct io meeigning responsibility to disposal azencies,
in developing sales policles, and in arranging for the prompt removel and etorsge
of surplus property.

Congrese hap likewiss provided machinery to assist in the reesployment and
retraining of returndd veterans, It hes enmeted the "8, I. bill of rights", which .
hes made 1t possible for our returned veterans to plan shead, Hospitalizatioa for
returned veterpas ie aleo receiving mctive coasideration.

Congress has made a start in providing unemployment compensation for those
workers who may be temporarily out of employment when the war ends, At that time
I 414 not think the benefits provided were sufficlent, snd I now urge that Congress
glve further consideration to liberalising the provisions of the Unemployment
Compencation Lmw,

Congrdes has aleo provided for the continupnce of support prices for farm
producte for a period of two yesrs from the first day of the next yesr after the
end of the war, This will do muck to encourege farm production during the war
and prevent a disastroms curtsilment in ferm income with the end of the war,

Congrese han spproved public rosds, flood control and reclemation programs
which provide & constructicn backlog, Further leglslation of this type merite con-
slderation so that suthoriged projects will be available to provide employment,
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The foundation of American enterprise has always rested in small business,
¥hile adequate provieion has been made for the prospt peyment of clalme to those
snall business enterprises engaged in the war offort, no ndequate provision hae
teen made to mesist finencially in the reestablishment of smell business enter-
prisens discontimed s a result of the war or for the establishment of new enter-
prises of thie type, T urge the Oongress to rive consideration to leglalation of
thin type, ?

We howe built e & wor meamire a great merchent fleet, I belisve that the
Congress will consider st an esrly dete logleletive meamires wilch will sesure
continued operation of an efficient merchant marins when the war ends,

No general tex revision im possible natil the end of ths war, but I urge
that Congress give considerntion now to saveral proposals outlined slsewhers in
tole report which will not meterislly reduce revenues tut will greatly encournge
new enterprises and the expansion of existing enterprises, Such provosals could
be coneidered mand drafted now in order to make rossible {mmediate onsctment st
the end of the war in Purope,

We face the end of the war with a bousing shortage, the relief of which
should spesiet meterinlly in providing imsediste employment, I am sure that Con-
grese will wast to conslder the exteasion and liberalissticn of the several
memsures in existence when war wes dechred to sesist home buildere in fiosneing
such construction,

I think reconsideration might well be given to the provielons of the
Lanhen Aet prohititing the sale of temporary housing for residentisl purposes at
low coet, as it may be thet much housing eould well be used to greetly improve
preseat conditions in elty slum arese and in certaln farm areoas,

Our lend-lemse sctivities bave given us in wartime a record volume of export
trode, Our demand for eriticel war materials, comblasd with preclusive buying
of materiale desired by our enemiss, has also resulted in developing a high
volume of imports, This incresse in our forelgn trade has Played an important
part in our war economy. It must play an importest part in our PeAcE economy,

We must export goods if we are to provide jobs for all of our workers, We
cannot export goods unless others have the dollars required to pay. These dollars
can be secured only through eredit arrangemsnts and through the isport of goods
into this country. When we reies barriers agalnet imports we restrict cur outlets
aad reduce Job opportunities at home,

I em sure that Congrews will desire to consider at an early date the ex-
tenslon of the Trade Agressents Act, I a= equally sure that it will desire to
consider the protlems of internstional finanee whieh sust be solved before cur
owa position in post-war trede can be determined, These problems were discussed
nt the International Conference held leet year st Bretton Woods, They will un-
doubtedly be rlaced before the Congress at an eerly date, Our naticasl policy
should be developed now, d
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We bave heerd much of conflicting views and opinions during these war
years, Minority intereats have volced contimuing eriticiem of each war pnd
resce measure, We could mot heve sccomplisbed se mach in so little time if
we had not hed an over all plan snd purpose into which each of these mepsures

fitted,
Director, E

Eeepectfully submitted,

The Hoasorsble,
The President.
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Today Americon troope are engaged s

battlos. of the war in Europs ama the Taekfie. Thay rhek eerotonls

+»@duipment urgontly; these are our cr: tienl war programs. Tho te k
the troops in the field-~what they consider necessery for vigtory..

» . Comprehensive steps have bee:

80, .08 to i_mgp-_m%_ preduction, }ur{:ﬁ;qn LY ln o

out in the section on "Manpowur," ceilings have been placed
duction, Selective Service rulcs tightensd, ﬁ we

48 a further step, the Wiar Prodvction Bourd ha ~adapte
Fran-to the urgenoy of the timgs. Through tho appl.o
production will be held to & rm:.od.

of industrial energy, T !

AT IN CRITHGNUQUERDR o T et |
Purther, the War Produstion Board, the ar Manpover Commission

“he Navy ond othur Government agénoies have set up committees of t

to review the monthly progress in each of the eritienl wnjﬂ Lind

1 g £ T
e ' Y

. taken to util

what is holding up pr tion and provide the romedy, I

. meetings, begun three menths aga, have already become .evident. . In November,
critical production was up 11 percent over Uctober, and mﬂzgw beon up.
6 percent over September. I expect wogher inerense during the month of De-
=] -m'bﬂr. aria ¥ o

* o g & 1l F - e e : + relrall b - B ng W AL a . Bis

However, these gnins, though encouraging, are not enough.- Serious defieits
in schedules still exist. Even the meoting of present schodules ia not ‘enough, A r‘ﬁ.
Critical production no. longer feeds pipelines or goes into strategic reserves-- ]
it is going right into battle. Current requirements in these critical items %.ﬁ
are virtually unlinited. -As 89on 08 o war plant meets its schedule, it isa et
aignal for an inufanu.in thot schedule. fits . o B g

e noed more tanks, more Buperfortresses, more heaty artillery ammunition, s
more mortars, more tents, more trucks, more cormunicaticn wire, more ship repairs
then wo oon possibly turn out in the immediate future. ° . ik e

] ¥ i bt L3 et~ i T ]

Those urgent demdnds will continue 80 long ns the war lasts. Then field i
commanders learn that light tanks are not powerful enough to blast through gy o
lines, they domand henvier tanks, When truck tires are ripped to bits by muddy
roads, pockmarked with flik, requirements for tires soar, Then selentists and b
 inventors develop.new weapons-~such as now. types of radar or Jjot plapes--we must =
quickly translate these developments into battlefield swquipment., It is all part S

of winning the war more quickly--of saving lives. It is our job on the home :
front. A7 T AT 3
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YARME AND AMERICA" ' : i

Production has come a long way since Germany invaded Poland in Septomber 1839.
Then, exscept for a few cxperimental orders, the United States hud: hardly started .
to propare for wor. What has been done since is & dramstic tribute to industry,
labor, and agriculture. It is deploted in the chart, "Arms and America," whioh
shows how' war production climbed month by month from virtually nothing to & rate
of more than $6¢,000,000,000 a year.  No nation oen touch this rete of preduction.
It is almost equal to the total war production of the rest of the world.

Behind that dramatic upsurge in war production is the story of men and
machines, of organizotion and training, of hard work und the will to win. We
must not forget that thie country did net buckle down in earnest to war production
until the Germans and the Japanese had built up war machines over many years-and
were colled to strike. Yet today we hove overcome their early advantage.

It might be well to review with the Congress the many romifications of our
war offort, how it extended into cvury corner of our ecomomic, soccial, 4nd po-
litieel 1ife. To roach the point of mobilization we have achieved today, the
United States had to do many things. '

‘We hod to build new plents and cxpand old ones, pass & special tax amortiza-
tion law, extend Federal financing to war sontractors. '

We hed to find cnntruu%ura to take war werk, teach them to produce new pre-
ducts, develop new forms of contracts, draw both big and small business inte war
production.

Fie had to curtail eivilien production, convert industry from peacetime to
wartime production. L

* We had to draw 7,000,000 extra youths, women, and older men into employment,
pass and administer a Selective Service law, train workers for new jobs, provide
housing for war workers. g sl ' ;

-

e had to increase domestic sourcos and develop foreign sources of supply of
eritical materinls. . 3

We had to expand farm output to fecd ourselves and our allies.

We had to dewelop a war program, determine the size of the Army and Nawvy,
and spell out requirements in terme of men and equipment.

'COMBINED OPERATIONS

Wie hod to integrate; so far s possible, United States proourement with
that of our nllies on raw materials, semi-processed goods, and mmitions. That
was done through the Combined Boards and Combined Chiofs of Staff.

We hod to encoursge research and dovelop ‘new weapons. .

fie had to direct the flow, first of materials, then of ctitical components,
and, finally, of manpower.

Wo had to contrel prices nnd wages, ration scarce necessities--shoos, geso-
line, fuel, some foods.

We hnd to settle differences between labor and management and do away with



. -production (chart, as above). : :
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Wio had to naintain the cssenticl oivilien soomemy,” Al I D
Qut of that tremendsus mobild tion of rescurcey, erergy, imaginaticn, and
wnrkhluﬂuﬂqm.ﬁlﬂﬁlnry o1 L A '. TEY g ..____LT:...__
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In 1544, we Mm'ﬂ,@,mﬂ,m of p'_lmiﬂ;mn-'-MH thlprmtiﬁ af TR
1742 (chart, 'MHMII PI‘W‘]- . =i o N N e Dy .

5 -

the number and more than thrue 8 the weight of 1942's output. Among these

The 1944 total inoluded 95,000 airplancs weighing 950,000,000 pounds, double g

planes were over 15,000 heavy bembers, gix times the 1642 number, including a =T

+ great mamy Buperfortresses, which were prioduced only exper imentally in '1?[3 ; = R
?:hur{-., "Airplane Productien"), Rt o Y ik # il
: -

It also included ship somstruction and mafntenance and repair-=-tn the value
of §14,000,000,000--aboit doutle the 1542 total (chart, "Ship Construction”).

The mijor inereases were in tramsports and linding vessels for carrying our
nrmed strength to the cnemy. f t'rin‘:

® A o

Production of guns and motor vehicles deslincd ‘somewhat from the 1943 MI: '“
but important items in those groups were pushed %o now highs--heavy artillery, - i
-rocket launchers, heavy truocks, tractors, among others (chart, "Guns, Amminition, . -

‘lrﬂhif;lﬂl“}t i ] ! . 3
The $6,500,000,000 of ameunition produced in 1944 was more than double the K .
1842 output--with bombs ard large caliber ammunition more ‘than tripling 1942 '

Today we have an Army ot peak strength of 8,000,000 men, 6,000,000 of whom ;
are overseas. In 1940, the Army consisted of some 300,000, We have o Mavy s e
5,800,000 men, of whom 2,200,000 are afloat or on foreign duty. " In 1540, the -
Havy consisted of some 210,000. \ 4

TANGIELE RESULTS ON THE BATTLEFROKTS - 5
And there is a doy-snd-night contrast between American's military position' .
today.and .on December 7, 1941, when the Japanese struck Pearl Harbor, Then our
enemies dominated oll of Europe, all of North Afriea, much of Asia, and fslands
and buses of great strategio value in every sorner of the world, The Axls nations -
ware at the peak of their power, full of self-confidence. Their produstion was &
inereasing, their cities were whole, thu ‘merale of their pecple.wne high. - ot

Now Afrion is ours. Sieily and Snrdinia are won. -Most of Italy has been ;
cocupied, France has been libernted. Amsrican troops are on German soil., Wa .
hove captured Now Guinen and the Sclomons, Saipan, the Marinnas, Guam, and goined ¥ 2
powerful footholds in thy Philippines. .We have taken hundreds of thousands of .
prisoners and inflicted heavy casualties on both Germany and Japan. We have
destroyed or capturod vast amounts of their equipment and we have hit their vital o
certers of production from the air. , s e e

.

+ il
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A great ocontribution to these achiovements has been imerican produstiga. ™
Just as we have the greatest muchine economy in the world, so have we planned
end developed the grentest mechanized, the most powerfully equipped Army and
N vy. We have traded steel, copper, and aluminum for human lives. '

From the very beginning, the program called for a vast array of munitions. ~
During 1842 and 1943, our chief task wns to provide the armed services with the
capitol equipment neccssary to place our armies in the field. Those intlal guns, -
ammunition, tanks, trucks, planes, etc., correspond to the machinery that gous
into nn industrial plant. The next stage wnd to maintain that oquipment--to
see that the troops had sufficient replacements.

Innddition, it is necessary %o constantly improve equipment. War is not
static. All equipment tends to Lecome cbsclete. Our own record of design changes
indicates that., Today our battleships and carriers ore far mere powerful than
at the beginning of the war, Ve have developed specinl transport and carge ships
for nmphibious operations far superior to ordinary troop and cergo vessels.

Our new tanks are faster, more mebile, and manned with heavier guns thon our
old ones, The Superfortress is bigger, rore powerful, ond foster than either the
Liberator and the Flying Fortross, nnd tho Liberntor and Flying Fortress are two
of the best heavy bouber plancs in the world. Our A-26 Invadcr attack bomber has
supplanted the A-20 Boston, Now and previcusly unknown weapons have been braught
into production and used effectively in battle.

CORGANIZING FOR THE JOB

In mebilizing our economy for war, we have had to meke many changes in pur
xvermal procedurds. Almost overnight industry had a new customer. It had to
learn to do business with Government on o senle previcusly unknown. The Govern-
ment alse hed many new problems. The Army and Navy had to build up quieckly a
staff of procurement offices. The Office of Production Managoment and later
tl . War Production Board had to dewel op 8 system of priorities.

At the same time the Office of Price Administration had to estsblish control=
led prices. Ue could not efford to permit mnchine tools or materinla +o flow to
the highest bidder. We had to see thot steel, aluminum, copper, lend, zins,
rubber, tin, wool, lumber, nylon, rayon were channeled into war production,

Later, it becamo equally important to see that components--valves, fractional
horsepower motors, antifriction bearings--went into the most urgent progroms,
in effect, the entire economy was put on A rotin, systum--in order of importance
to the conduct of the war,

. Simultaneous with the orgoanization of econtrole, the country hnd to tonl up--
build new plant. In all, construction of new plants, including equipment, rose
te the record high level of some $800,000,000 por momth. All types of facilities
had to be brought to the tnsk: Steel, nluminum, synthetic rubber, artillery, ame-
munition, shell-leading, small arms, airornft and acoessories, high cotane gaso-
line, chemioal, and many othora. Now shipyards were built. Iron ore shipments
from the Mesabi range reached new pusks, Subsidies were- paid to inereonse copper,
lesd, and zine mining, and agriciltural nuatput.

Sorx of the increnses ore striking: Steel production increased 50 percent
over the 1929 level; aluminum 600 pereont; petroleum 60 purcent, and a neglibible
peacetime production of magnesium has been oxponded many times, as the chart, '
"Moterials for War," shows. But now, with the maturity of the war program, and
with changing requirements punk output is not alwoys required, Aluminum and
magnesium produntion hns deolined from the peak,
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contrast to 1842 nnd l'a;' when th
" thing. About 55 percent of ou ;
The not result is that the forecast
indicate any great inorense in the £ ]
that production--46 percent of it in £
the itoms which are in direct demand
production bottlenecks have develo |
for producticn. s e s
The development of industrial kmowhow on the part of . .
has made it possible to incrense output per worker. As a consequence, we have
been able to maintain production on o platesu, even though the mumber of workers .
A munitions industries has declinsd (chnrt, "Munitions Froductien.vs. Employ- & o
.ment"). Increase in produstivity will probobly continuc but at & slower rate s
bringing with it semo furthor roducticna in omployment in certain types of '
munitions plants. T ol : : ;

Thot is a naturnl cconomic phenomeron. e can use it to eur purposes; but
wo can also risuse it. That is a danger thnt I must loy before the Congress.
Whenever workers. are laid off bsenuse they are not nceded in this shipyard or
that aireraft plant, demands irmdicately spring up to provide them with pomce- e
time employment, to permit manufacture of civilian goods. These demands ars =

hard to resist. . Yot until we ges the oriticn! programs under eantrol, _mf-i‘l',' we W
oon assure Goneral Elsenhower, faneral Mnoarthur,’ Admirnl Mimitz, ond Admiral R

Halsey of the oritieal supplies they need, ‘I fosl we must resist those demands,
ressoneble ns they appear on the auri age. v SR TR R e 3

We must direct our, efforts to chonneling this reloased manpower into oritical -
war programs and o industrics and services noeded to support them. It s, net
28 if the eivilian coonomy hes bion starved. Som dtems are short, But am the R
whole the volume of copsurpticu hae risen. The chart, "Wor. pnd the Civilian B

' Economy,” indientus our ley:l of living is higher than in 3928, i LA~

Talpl g . -

Wio have nlready made one too early start toward reconvorsion. Duzinz the - =
spring and summer, o, woave of cptimism swept not only the United Statcs but ewr o
allies. W had hopes on an early victory-~possibly in the fall., With the heope l';:
of victory in Europe this fall, we went nhead with plans to prepare the country Py
for carly reconversion of industry. At the time it seomed the prudent course, ==
Events have proved it othorwise. 75 oy

Somo schedules wore out badk; ‘plane for inoreasing othors were delayed to f

& ait war dovelopments. In the muantime, the cutput of munitions remained level.

Then it became necessary to reverse our course -- to speed ups Tt took time i

and effort to overcomg the inertia. ¥e had %o undo, what had been done om re- .7

.oonveraion; we hod to ourtail the apot nuthorisetion plan, ploce ceilings. on §
elvilien production. We had to hope for o change in the hational psychology.. @
Thot has cccurrcd. The German countcrattack through the First Army positions i

has convineod us that wo can wifi-this‘wer ofly by thé'allesut efforts of the i

Amerlgan people. . * i i Ry L o

THO THINGS AT ONCE by D gL e T RS AL e ol

& i . b '.'ui

.,"l'hnt too=onrly ‘mmd :_hu' roeanversion dm-tuw-nnﬂu'wr that we, uw;d‘ -
ngt do two divergent things at once, that we m‘ﬁﬂmp i-'n ﬁl—ﬂﬁ:ﬂt o

g wt | - i g juh s b " -
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production-effort while simultanesusly reloasing materials, facilities, and man-
power for ciwilian produstion, In the first place, the mere resumption ef
olvilian nutput convinced some workers and some industrialists that viotery was

- Just around the cnrner, that therefore they had better prepare for peacetime
seourity. ] . Iile

In the segond place, it affected sven these who umlmid to feel that the
war was our first and main job, They felt that if their frisnds or cempetitors
were converting to eivilian production, they could safely de so,

As Director of War Mobilisation and Reoonversion, I am convinced that we
must give our undivided attention to war production until we can be absolutely
confident that victory is within ‘grasp, until our military leaders tell us that
they have encugh supplies and that we can afford to reduce production,

- However, I om deeply uomﬁiuun of the responsibility to -pilwn. an orderly,
groduanl transition from all-out war produstion to o pence-time economy. Already,
much work has been done. .

PROSPECTIVE DEVELOPMENTS

Today, in the middle of & two-front war, this country is nuch farther ad- -
vanced with plans for reconversion than it was ot the terminotion of the lest
war, When the irmistice come in November 1918, procurement off'icers had neither
program nor policy guidance. Todny we have o law providing for the wniform
termination of contracts; the prompt clesrance of government-owned equipment
and inventories from our industriail plants; the interim financing of industry;
the disposition of surplus property; and a program for retraining and reemploy-
ing workers, The decks have beon cleared. The legnl end mechanicnl difficulties
whioh might have tied up manufacturers' capital and provented the empleyment of
workers have been anticipated and, in large part, solvod.

The work on recorversicn started more- than o year ago. At that time ; 1 set
up 0 unit for War and Postwar Adjustment Policies with Mr. B. M. Baruch as di-
regtor. The roport of thfs unit defined clearly the problems of reconversion,
Subsequently, Congress cstoblished the Office of Controct SBettlement, the Surplus
Property Board and the Retraining and Reempleyment Administration. Under the not
of October 5, those orgonizations were brought under the jurisdiction of this
of "ice, They have formulated plans, policies and procedures to cope with de-
mobilizetion problems. (Steps taken on property dispesal and contract termina-
tion nre discussed scparately in this report).

The Retraining nnd Reemployment Administration has established centers in
8,000 communities at which.returning veterans are given rehibilitation guidance.
There they are ndvised ns to their rights under the law -- their right to their
cld jobs, their right to be trained for new jobs. The RRA cpoperntes closely with
the Veterans' Administration, the Selective Service System, and the United States
Employment Service to provide veterans with vocationnl guidance. -Postwar hospis-
alization requirements for veterans have been determined. General Hines is pre-
pored to repert directly to the Congresa on these noeds.

The Bervicemen's Readjustment sct of 1944, commonly referred to ms the
"G.I. Bill of Rights," constitutes o landmark in thy field of veterans!' legis-
lation. It provides for (1) education and training, (2) loans for the purchase
of homes, farms or business property; and (3) rendjustment (unemployment) al-
lowances. These benefits which have boen so well oarned were not available te
veterans of World War I or prior wars, *Rogardless of service disability
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. Bmall business has been the backbone of Amerioan prosperity. Its future "
requires. the establishment of a ruedily available source of credit. The
Wogner-Spence bill has this purpose in view, In revoking the present authority 2
of the Federal Reserve Banks to make loans direct to industry, it substitutes %
authority for them to guarantes the principal and interest of loans by commeroial g
‘banks to business enterprise. It, or other forms of legislation +to this end,
deserves the immediate comsideration of the Congress.

I believe that all administrative actions which pave the way to orderly E
transition from war to puonce and which are feasible at this time have been L1
taken. The War Productien Board is prepared to relemse production controls-- 3
L, M, and other restrictive orderp--ns moon as the reducticns in war production
schedules permit o substantinl outback., This is the so-called V-E Day plan.

At the time it was developed, proposed irmy cutbacks and the programmed reduction :
in construction of naval and morchant vessels indicuted o drop of about 40 per= - ]
cent in the yonr following the defeat of Gurmany. Since then, n reconsideration

of meeds for the wor against Japan indicote that the V-E Day production drop may

not be go great. I Have asked the Wor Production Board to develop an alternate

plan on tho new bnsis. This is now being done.

PREPARATIONS FOR V-E DAY

The Wor Production Bourd has analyzed the probnble impacte of cutbacks, both
geogrophically end industrislly. Those enalyses will permit the cushioning of
the shock in particular arens end the expedition of reconversion of eatire 3
industries. For this purpose, WPB has established o Program Readjustment Com- -
mittea composed of representativos of the War Manpower Commission, the Army,
the Novy, Army Air Forees, the Navy's Burcau of Aeronautics, the Maritime Com-
mission, ond the Semller War Plants Corporntiom. I propose to keop in close
touch with tho work of this cormitted in handling cutbacks. The composition of
+ thie committee was selected in order to brinmg civilian as well as military con-
siderations to bear on cutbnok proposals. For imstance, i} may prove to be de-
sirable to reduce produstion in Plant A instond of Flant B to avoid the con-
centration of layoffs in one erea; or, it may prove to be desirnble to release
o company from war work in a particular industry to stimulate reemployment.

A

L

In cddition to the work under way in the Wor Production Board, the War
Monpower Commiesion is prepared to revise ita rogulutions on manpower .controla.
The Office of Price Administration has announced its reconversion prieing polioy.
e have progressed far in getting roady for V-E Day. % e

TWO-FOLD TASK

after V-E Doy, the problem faeing us will be twé-fold: +to maintain war
production et scheduled levels while clearing the way for ropid resumption of
sivilisn production. We must mccelernte the reemployment of relensed munitions
workers and returning servicemen. Ve are in o position to move quickly. We
ore ready to put inte effect the policivs, procedures and plans that hawve nlroady
buen formulated, -

During the period of a one-front war, the drop in war production will be
of faet after a brbef interval, by the reestablishment of peacetime manufnoturing.
In addition, the transportation, retail trade, public utilities, ond other in- i
dustries, which are today suffering from a shortage of lobor, will absorb many ;
released workors. 3 y >
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Conversion to war work doveloped & new major customer for business. Re-
conversion roquires a return to the old custemer., Civilinna--employers nnd

'n.p,lmu alike--must toke-up where the government's purchosing drops.
Wo must be prepared for the day when the government, as the purchaser of :
lies, leaves the market. We must

o rocord volume of munitions and militury s
build up during the transition period a sufficient demand for ecivilian production-

to £1i11 the gop.
It is discussed in some detail

"' Thst is tho reconversion task as I see it.
It will be discussed at greater detanil

in subsequent scctions of this report.
in future reports. It is & big task but not one beyond our capmoity.

In the meantime, our irmediate task is to'meet wor requirements.

(1
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BILLIONS OF 1940 DOLLARS

WAR AND THE CIVILIAN ECONOMY
Consumption today is above levels of 1929 and 1940,
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' BCONQUIC STABILIZATION B-1
By sotting prico ceilings, ostublishing wuge sontrols, inoresing tux
rutos, broudening the tux buso, Limiting corporution profits, wnd encour.ging
-suvings, tho govornment hus boon ablo to ropol the influitionury forcos ro=

sulting from the inerosso im wur oxponditurcs fram (2,800,000,000 in 1540 to
\QI.ma,ooo.mo in 1944,
- ‘ ¥

- . =
" Thut incrousc in tho nutien's war output hud the effect of doubling the
incomcs of individusls=-from §76,000,000,000 to $186,000,000,000, Yot the
output of goeds und dervices for the sonsumor remuined substuntiully unchunged,
Thus for ovory §2 of incomo thore wes little more thun yl of production. Thut
shift in the supply-demund balunce in the coconony might woll huve oxploded tho
prico structurc., That it did not do so is due to the offective progrum of
oconomic stubilizution which hus beon hummured out in successive stugos by
Congrossionul, Exccutivo, und udministrutive aoction,

Tho bonchmurk of tho stubilizution progran is tho lust wur. From July
1914 to the armistico, in Novembur 1018 (52 months) living costs rosc &2 porecnt,
Over u longor poriod in this wur, from August 1939 to Docembor 1944 (64 months)
the inervuso has boen only 28 poreont, ’

Tho stubilizution progrum bogen buck in Fobruury 1941, when eoiling pricos
wore plocod on scoond=hund muchine tools, This wus oven bofora tho Offigo of
Prigo Administrution und Civiliun Supply wus set up (in april 1941), In
Junuury 1842, Congruss pussed tho Bmorgoney Price Comtrol act, ending the period
of "yoluntury cooperution” in prices, Thut Bot provided generul authority to
fix muximum prious, With u wiow to inorcasing furm income relutive to other
incomes, Congross spocified thut in the cusc of furm products coiling prieccs
aust bo considerubly wbove thoso thon Provailing, ‘

In juy 1942, ths Gonerdl tuximum Prioco Rogulution Pluced u 1id.upon 'the
pricos of thu wust mejority of nonfurm products, In the sumo month, rent
coilings were first ostublishod--in 20 nejor urbun ureus. On Ostobur 2, 1942,
Congruss oruwtud the Office of Economic Stubilisution, Five months lutor,
point rationing of procossed foods sturtod, & month lator, in 4april. 1943, the
Prosidont issucd his "hold the 1ing" ordor, ‘ .

Subscquunt ostublishment of dollirs und conts price ceilings und on-
lurgemunt of the use of subsidios emplotod the mejor stups in the devolopmont
of prico control policius. Thoso suceussivy wotions stoudily inproved control
ovur the prico structurus;. By Muy 1943, liviug costs hud rigen 27 porocnt; °
thoy huve gone up enly whout 1 purgont sineon,

Wuge und price controls woro compunion pieccs. It wug nucossury to koop
prices stoudy so thut workars would net domund boosts in Wugo rutes which in
turn would forec production costs und pricos up, thus bringing wnothor round of
domands for wugo boosts, First, tho Nutionul Dofunso Modiution Bourd, then tho
Hotionul iur Liber Bourd (Junuury 1942) wuro ostublished to sottlo lubor-munugo-
nent disputos, 4

In July 1042, in tho "Littlo Stool" docision, tho Wir Lubor Bourd wunnoun-
oed its intuntion of holding genorul wugo inerowscs to 16 porcont wbovo the
Junuury 1941 lowel, oxcopt in ocusos involving substunderd conditions or ine
oquulitios, And in the Stubiliszetion act of Ootobor 1942, Congruss gruntod the
Prosidont uthority to control WLEAS ovon whun onployor wnd empleyues ugrue upon
inercusca, '

-
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' Wugo stubiligution would not huve bon possiblc uithout tho ogoperction of
lubor und mun gemont the Yiur Lubor Bourd,. .With o few notuble oxcoptions
both lubor und munugomont huve uLosepted the docisicns of the lwr Lubor Bocrd, " o

The muchinery for peuseful wdjustment of diaputus provided by the Vir Lebor P
Bourd wus cod is mﬁ:nury to vnuble lubor und munugoment «to eurry out thdir ro- AR
striko, no-lockout plodge. Govornmont soiguro und oparution to Lvoid intor- - 7
foronce with the wur offort hus boon nedossury in ‘only & fow cusos whore ome

ploysra or workore fuiled to liwe up to their wurtine respansibilitioy,

In somo cuses, soiguro is not the best wuy of onforeing tho docisions of
the VWur Lubor Bourd. It imposcs on the govermmont onerous: respensibilitioa of .
running privete business, I recommond thit tho Congross, should provide in -
tdditicn to soisure othor mouns of onforeoment, The lwr Labor Bowrd should
huve tho right, whonover it comsidors it nogessury, in the publie intorcst,

to muke its docisions mundutory und logelly vaforeeable in the courts, without
resort to esizure.

During the 22 months betweon Jan, 1941, und Octobor 1842, whon the Wur Lubor
Board wws given completo comtpol of Wige rutos, busic wige rutos in munufucturing
went uc alightly more thun 16 porcont. Durimg tho noxt 22 months, uhothor 4
percont wis wdded, bringing tho totul to 19.5 poroont. In uddition, ve u result
of incontive puymonts; morit ruisvs to individusl workers, wnd job upgruding,
hourly curnings wdwveneod wnothor 10 poreunt, or . totul of 30.porecnt; this
more thun offsgt tho rise ‘in-tho oost of living, (as  rosult of longer hours,
overtime promiuw puy, und shifts from lowor-puy to highor-puy industriea, wookly |
m.n}l.ugu huve rdsen by much moroe-by some 75 poreent,

Corporute profits wc;ro rostrtingd through’ price uuiiinga; ronogotiution,
prefits tuxes, although profits rose from ¥5,800,000,000 in 1940 to 8, 80O, -

of non-ugricultursl privute output sotunlly dropped from 7.3 poroent in 1940 to
5.7 percent in 1944, i J

Renegotivtion hus limiteg profits in two wuys:
1 r

‘1, Through refunds, Rensgotiutions begun during the fisewl
yours 1942 und 1948 wnd huvo brought in ¥4,355,268,000 to duto,
(Thesu figurcs do mot rofloct tux orodits ullowuble wguinst the J
rofunds, ) % . i

2. Through prico reduction s, Btaututory ronegotiution wnd othor
proocurumunt wotiVvitios huve rosultod in euts on uxisting contruots

of $3,887,597,000 in uddition to lowor pricus mocurod om roordeors,

Tho Ronugotiution Act, us wmonded, will terminute n June 30, 1945, und 1t
is my recoawondetion thut it bo axtondod wt louwst to Docomber 31, 1945, with °
suthority in the Prosidont te cxtond it for wnothor six months,

The story of how influtien wna chocked--duspito thu shurp rise in w1l typos
of incomor wuges wnd sulurics, fum inconu, ineome of othor uninsorporutod
businussus, eorporuta profity, inturost und rontee-cun bo told stutistioully,
The ';?D,DUD,DQG,QW ingrousu in individuul incomo roceipts from 1941 to 1944
wus siphunod off us follows: i %
+16,700,000,000 in tuxos, which rosu frem 48, 300,000,000 to un cetimutod ' o
$20,000,000,000; ‘ - 0

. &
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. §15,500,000,000 in Gthor suvings, which voso from §7,300,000,000 to
¥82, 800,000,000, : ;

Thus of individuul incomes of ¥158,300,000,000 in 1944, only §96,500,000,000
wus spont, ar g f i R T iy Ty
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Tho buttlo for aconamic stubilization will not ond with victory in Burcbo, :
perhups not ovan with victory in tho Pucifio. Tho lust wur provides v wurning.
For v fow monthas pricos sugged--ua workors were luid off ‘by/munitions- plunta,

s soldiors wure domobilized, wnd us govornmont ordors dropped off. But in-
vuntorios hud boen depletod. Businessos wore building up stocks. st the “samo

timo foreign dwnund--uspooiclly fof U, 8, Foodstuffs-swus brisk, : o

Thon in lurch 1019, prices uguin sturted upwurd, In the spring of 1920,
living costs worc 28 ‘porcont’und wholeosulo prices ilmost 25:pefcent wbove their
influted lovel ut the wur's end. Thoso high prices choked off construction
uwotivity, which hud bogun to rise, At tho swamw timo foroign buyers turnod to
less high-priced socurces of supply, und oongumors robolled Lt the influted
living costs. Result: the inventory boom ended ubruptly, - )

- By tho middle of 192] wholosule pricos hud fullen 45 porasnt snd furm -
prices 53 porcony.  Botwoen 1919 und 1921, fuctory puyrolls . dropped 44 perconty
new incomo of furmors 61 percont; und profits of ull corpdritions frem - . .
$6,500,000,000 in 1919 to u deficit of ¥55,000,000 in-1921, It wue ono of the =
shurpest veoonomic collupecs in history, Jerfll s K

Aguin thig tino thure will be poworful influtionary und deflutionury forcos
st work. F.i.::l’_c.u to deflution,

Lot us wssume thut the wur in Burope onds hofore the wunr with dJupen,- Then
V-E Duy comos, munitions requirements of the urmed forces will doclime. Thut
will wutomutictlly rosult in roduced wor production wnd roduccd puyrells: Some
tomporary unomployment will be unuvoidublo, Howovor this will rolewsc BLIpOWOT
und mutoricls for reconvursion. it tho swmo timc continuing wur ordors for tho
fight uguinst Jupun will mubu the trumsition from ull=gut war to wll<out pouch
grudunl=-s two-stugh procoss. Tho lotdown will not come wll Lt onco, ue it did
wftor tho lust wur, ]

lihon tho wwr onds on both fronts, tho full foreco of deflutiom will bo folt,
Governmont oxpunditurcs, which toduy umount to wbout 9100,000,000,000 u your,
will deelino to porhups ono-fourth thut umount, The rusulting deelines in em-
Ploymont wnd puyrolls, us wur ordors wro oLnovlod, could huve fur-rouching
offuect. Conswmors, for cxuuple, might hositute to use thoir suvings to buy
Eoods if & doprossion wnd prolongod unompleoymont scemod likoly.

Hours worked per wuok will wlse dosling, Though this will huve the offeet
of sprouding the work, it will ulso doflutu tho curaings of workers--purticulurly
sinoo thoy will lose purt if not ull of promium overtime puy. Thoso consoquonocs
uro being eurofully studiod by the Wur Lubor Bourd, The possibility of ruduced
eurnings will huve & dirvet bouring on the rulutionship of workors ineomo und
thoir living cpata. i
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: ds tiul thet we fueilitute roconvorsiom we rupidly us possible 20 thut
roudy pluns for Foderul, Stuto, und Looul publie works projects=-for H!:wi- '
schools, lund reclumution, ote,--which oun bo promptly dovetailed ifte.

employment roquiraments of tho post "?M“F‘W“W' 1". /

i
B

Now, us to inflectionury pressurcs, : :
e L D Tede T i - RS E ; '
' During the four yeurs 1941 through 1944, eonsumers heve wogumuluted o record
 Yelumo of suvings--$90,000,000,000. Seme $45,000,000,000 of wur bonds have '

s boon bought, Another $45,000,000,000 hus buen storod up in bunk doposits wnd
in currency, And thut 90,000,000,000 is suporinposed on pre-Pourl Harbor
cush usscts of §50,000,000,000, - In purt, thoso heldings will remuin u finuneiul
nest-ogg, but in purt thoy roprasent potonticl demund for muw housos, sutomobiles,
rofrigerators, furnituroc und other sonsumor goods~-both durcble und nonduruble,”
But whethor thoy .re used dupunds on whuther thero will be Jobey | et iR R

Also, invertorios of eonsumer goods will bo loweeus uftor the lust wor.
Vholesulors und rotuilers wlike will try to build up stocks. This could foreo
up prices, for which wo must be propurod, It is not too ourly, in my opinie
for tho Congross to consider ‘extonding until Juno 30, 1948, the Stubilizutd
P S e e T B ' "

o

L

The problem in the trensition poricd is to hold to u middle courae- stop
 runciiy murkot in thq pricas of gocds which muy be in high demund ‘us o result
of pont-up, unfilled wurtime requircments, yot without checking the forces
working towurd expunsion, At tho sumo time doflutionury forces, ue u rosult of
the drop in munitions production, must bo combutted. Toward thie end, ‘the Congress
hus ulreudy provided in the "G. I. Bill" for the muintonunce of minimum lovels
of income of #20 to ¥25 por weok for domobiligzed soldiors, ! ot & r

I ronow my roeormendution thut tho Congruss liborulize unemploymont
bonafita for efvili:: workors.  Suck logislution would porform~the double duty
of ullovinting distfuss wmong lowur-inecme workers who bocome unomployed and of
meintuining « level of comsumur oxpendituroc nocessery to feeilitute o spoedy

€ trunsition to high-lowel cutput of peucctime goods, il e

®
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MANPOWER -

Even though the manpower mobllization problem is not so large as in 1942
and 1943, when virtually all sunitions programe were expanding and needed
workers, nevertheless, the task of providing manpower still required for the
armed services and for some war industries is more acute nnd more difficult
than ever.. There ia no longer resdy manpower to be drawn on, In 1942 and 1943,
large numbers were belng relemsed from civilian production, thus becoming evail-
able for war work., Also there was a pool of unemmloyed. = -

Today the need for labor in war industries is tied in directly with battle-
field requiremente. Programe calling for additional production and manpower in-
clude ammnition, machine toole, tires, textiles, dry-cell batteries, ship re-
p?ir and mointenance, field ond assault wire, and special tynes of corbat air-
nlanes. i By

MOBILIZATION ACHIEVEMENT,

d A remarkable job in mobilization has been mccommlished, From 1940 through
1944 we have added about 18,100,000 workers to the war affort, as follows:

1. The armed forces were increased from 700,000 to 11,500,000,

2. Employment in the munitions industries incrensed from 4,500,000 to
10,200,000, in Fovember 1943, and then receded to 9,200,000--a net increase
of 4,700,000 to datk, oy ~

3. We have added to Fedoral war mgencies, primarily to the War Demartment
and the Navy Department civilian forces, 1,500,000 workers.

4, We have ndded to the transportation eystem and nublic utilities about
700,000 workers.

¥Where have these noonle come from?

Firat, at the beginning of the country's defense program thers were
7,000,000 unesmloyed.

Suu]ul. we drew unon the underemrloyed—those working below their normal
ekille or nart tima, 4

Third, women left thelr homes for war jobs, studentes nostnoned their
education and tralning, older workers deferred retirement. In all, there was
an increase of mbout 10,000,000 in the labor force, of which 7,000,000 wes
"abnormal growth," ..
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4verage weekly hours worked in manufacturing. «

2.4 45,8 Ga2
average weekly earnings in manufacturing. . . . $36.20  $46.58 { $20.79

]'H'nw ‘often enlled munitions ;ndnrnrillu.

SOURCES OF LAROR SUPPLY,

Today the piecture is quite different from 1940,

needed fully to man war nlants, but th
able for recruiting rurmoees.

migt hei

; 1. 3 ¥ew workers

Belective Service req
into the labor force, though still above nornal ;
year the ineremse was 700,000,

2. Workers in fala.tivalf
to transfer to war industriece,

2.

40.6
132
6.5
47.3
‘8.8
a7.7
11.5
4.6
7.0
26,2
Yenrs

Some 300,000 workers are
ere s no longer nn unemloyed group avail-
Our nain sources of lahor for critical programs

64.8 4 10,3
46,0 o 4.7
18,8 4 5.6
11.8 4 11.8
11,6 . . 4 10,9
P 3
528 "« .9
. Bl <5 BB
H.E b 4 5.3
8. . = 6.9
52,8 4 5.0
8.8 =8
43,6 4 5.8
16.8 . f 4,7
9.2 4 &7
7.0 -0
27.8 + & 11
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Juet entering the civilinn lahor market. In view of

Workers leaving munitiens industries.

workers were relensed fron or quit war nlante,
Some retired from the labor forco—7for exarmle, housowives who

armed forces.

went back to the home.

wolder

‘ War ﬁnmtinn has bocome less attractive t
The earnings differentinl on war

uirenents, these are largely women.

The entry eof women
has elowed down, ' Id the past
armroxinately one-third of the incrense in 1943,

i,au eesential ocounntions who must ‘be ﬁp.un»ad

In the last year some 1,100,000
About half of theee joined the

And some took nonwar jobe.

as overtime has become general.

The waltress who became a

and loses her war Job may return to restaurant work,

han 4¢ wns A year or two agg.

Jobe relative to nonwar jobe has been reduced
Living conditions in war centers ard trying,
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Also, ‘concern over nersonal Job security hu.pn'hmu cregted an urge to find
emloyment in pemcetime industrics. : :

CRITICAL NEEDS NOW,

Several hundred thousand workers would fulfill the requirements of eritical
war production, But because the war economy has mtured, bocause the labor
mupnly is ‘tight and relatively inflexible, moving enough workers to the right
plants at the right time tnkes intensive effort on the nart of all agenciss.

The Office of War Mobilfzation and Heconversion has recently requested
the Director of Selective Service to tighten Selective Service Byetem dlassifi-
cations., The Director of Selective Service has reported that the new rogule-
tlone have already .succeeded fn holding workers in eritical war plants, ° The
War Production Board has eusnended the "spot suthorization" plan for civilian
production in tight labor areas. The War Production Board has also limited
the produstion of civilimn goods to the level reached in the fourth quarter of
1944, e

The War Mannower Cormmiesion has been roked to tighter memmower ceilings,
rarticularly in the less-essential industries, ant the War Production Board
hes been muthorized to deny rriority and allocation wrivileges to mlants which
fail to commly with WMC regulations, BRace tracks have boen meked to elpse to
reduce the drain on manpower, tranenortation, and other services, Notwith-
standing the financial loss involved, the favornble resmonse of owners of race
tracks and race horees has been virtually - unanicous. -

Howsver, even these neasures nay not be sufficient. It may be neceesary
to request the Congrees for legislation designed to strengthen the authority
of the War Manmower Commigsion.

Further, we must anticirate the nossibility of incressed calls under the
Selective Bervice System. We must recognize the necessity of reconsidering
the etandards governing the Ceferment of agricultural workers, since this group
repregents the largest remaining source of ¥oung men for military eervice,

The Office of War Mobilization and Reconversion, together with all Govern
ment agencies concerned, recognizes that its first problem- is to meet the de-
mands of menpower for all.-out war, However, it ie not overlooking the panpawer
and ' esmloyment nproblems which will certainly develon with the end of the war,

PROSPECTIVE DOVELOFMENTS,

The charceter nnd comnosition of the American labor force and of our labor
market have undergone a drastic transformat ion. Manufacturing industries now
absorb one-third of the eivilian labor force, as commared with one-fourth in
1940. The avernge nge of workers has ircreased from 37 in 1940 to about 40
years in 1944, The pronortion of women workers in the civilian labor force
has gone up from 25 percent 4 years aso to 35 nercent,

Further, the wartime labor force is concentrated geogranhically. Though
efforte were made to move industry to the workors, the neceseity of speed in
war production made it impossidle to awvoid a substantial concentration in
Areas where n nucleus of skilled lahor, menagerial lmow=how, and facilities

»
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were available, Thus, the alroraft and shipbuilding reglons on both comsts apd
the industrial areas in the Great Lakes region have expanded greatly, drawing
population away from agricultural aress snd States (map, Oivilians on the
March), Even within States, there has been a movesent from small areas to
manuf acturing centers, : ! '

However, the growth-of the labor force itself constitutes the maln post-
war problem. Peak emmloyment prior to the war was reached in 1929, when an
aggregate of approximately 47,000,000 persons were at work. During the de-
nression, employment shrank to 38,000,000 in 1932, then recovered to 45,000,000
by 1939, Since then, hoth total emmloyment and the averags nurber of houre
worked have increased greatly, Our working force, including those in the armed
forces, is now epproximatoly 65,000,000 persons~——an increase of nearly 20,000,000
over 193%. This expeansion noeee the baeic nost-war problem, »

Some of the additional workers will be absorbed through s return to pre-war
working hours, y ,

., Bome will retire,
Bome will return to school, :
Some will remain in the armed forces.
However, many will be out of work unless we succeed in building up & volume
] of production and distribution far beyond mything heretofore realized, That
is the fundamental economic nroblem of the post-war mericd to which our thinking

mugt be directed, It ie a mroblem which this Office will discuss at greatar
longth in subsequent reports.



CIVILIANS ON THE MARCH
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e \ AGRICULTURE .

The Nation's achievement in agriculture can be summarized thus: In 1944,
almost one-quarter of the country's famm output went directly to cur armed
forces and allies, yet total food available to civilians slightly exceedsd the
1935-39 average, and on a per capita basis was up 7 parcent above that luvel,

Clearly, the American standard of esting-quantitatively-did not
This was becasuse total farm output, which by 1940 had risen cne-tenth
1935-39 average, increased by 21 per cent more between 1940 and 1944. e
‘food supplies increased 23 percent, :

. Here are some specific examples of big gains over 1940; eggs, up 46 percent;
wheat, 33 percent; peanuts, 24 percent; corn, 31 percent; beef and veal, 32
percent; pork, 28 percent, In each of these items except pork, with its unpre=
cedented 1943 volume of almost 13,400,000,000 pounds, 1944 set all-time records,

Unlike the increase in the production of munitions, this ingrease was not
attained through a vast inpouring of sdditional rescurces, The total farm popu=
lation dropped 16 percent (chart, "Civilians on the March," p,00), Farm employ=
nent fell 5 percent betwesn 1940 and 1944, -and the decline would heve been much
greater had not many farm workers been granted occupational deferments from
military service, and had not many farm women and youths, normally not in the
workdng force, stepped into the breach,

Acreage devoted to crops went up only 5 percent, and even this was mainly
at the expense of rotetion pasturage and summer fallow, rather than through the
breaking of new ground. But the use of cosmepclel fertilizer increased L5
percent over 1940, Merecver, the setting of voluntary production goals,farm by
ferm, stimulated each farmer to maximum effort. And prices, directly supported
by the Government, advanced sufficiently to provide incentives for intensified
oparation,

MEETING WARTIME GOAIS

Mechanization also increased, Immediately after Pearl Harbor, production
of farm machinery was curtailed sharply as munitions production made sxacting
demands upon our steel ecapacity, Farmers, aiming at high production geols in
1942 and 1943, wished to purchase added machinery and equipment to of “met the
drop in the labor force, Many were unsble to do so, However, in 1943-L4
allotments of materials to farm equipment incressed, and output in 1944 ex-
ceeded the record yéar of 1941, i ‘

. To keep ferm machines operating, production of spare parts was boosted
year after year., As a consequence, though the demand for farm machinery is
still greet, farms generally have become inercasingly mechanized, There are
29 percent more mechanical corn plckers on farms today than in December, 1941;
23 percent more combine harvesters; 49 porcent more milking machines, There
is still a serious shortage of farm trucks end farmers need more of scme othor
types of farm equipment than is yot available.

As another factor, a decade of soil conservation had built up plant enorgy
within the soil and hence contributed to larger ylelds. ' Improved warioties of
seed-notably hybrid corn-also increased produetion, And thero was good weather
throughout most of 1944, It all added up to a high level of production per

workor=28 percent better than in 1940, and L5 percent above the 1935-39 avorage. .

5
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r did support prices help uiu farm income, but, more important, they -
direct agricultural energy into products most urgontly needed, whether
or lvestock. Thus output of pork, milk, sggs, canning crops, corn, wheat,
ans, and peanuts rose lh-l?ly,.',whlla the output of cotton dropped (chart,

time Foaks in Agriculturc"), In a sense, agriculture was put en an

ntiv basis, and support prices were to farmers what spocific munitions

e .

acts wero to Industry and highor wage rates te labor,

o

Tho obfect was highly practical-to provide an edsquate supply of food for

‘the armed services, the civilian population, and our allies, and to maintain

%g%
j
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.. rederve stocks to guard against s bad erop year or shipping bxigencies. Thus

stocks have been stored here, in the United Kingdom, and in the European !
theater, These stocks are still noeded, If weather should be below average in
1945, shortages might dovelop, When the war ends, howevor, those stocks may
become surplus to the extent that they are not sbeorbod by foroign markots or
by reliof and rehabilitgtion requiréments, =

PROSPECTIVE DEVELORMFATS =5

&0 The Wug_;mﬁnﬂy foresaw this and provided for the continuance of
support prices for 2 years after the first day of January following the termina-
tion of the war., This guards against an immediato collapse of prices’ if mili-

might have to be sold in an unsupported mackot. Although wo may enter tho
postwar poriod with farm product doficits, the contimuence of suppert prices
aftor the war may impol farmers to raise soma products above the ‘then current
congumption requirements, oo ; . !

During and after the last war-from 1914 to 1920-farm land prices rose 635
_percent, Those were the days of 400 per scre for farm land in Iowa, Farm
rortgage indeobtedness in the United States rose from.loss than §35,000,000,000
in 1914 to §8,500,000,000 in 1920 and to $10,800,000,000 in 1923,

So far during this wor, farm land valuos heve gone up 42 percent. Butb
mortgage indébtedness has declined from $6,600,000,000" 4n Januaty 1940 to less
than §5,400,000,000-the lowest lovel sinee 1916, : ¢ :

The inference is that farm land prices, though they have gone up, have not
risen because of an overfree use of credit, However, the speculative situation
bears wotching, During 1944, the numbor. of farm mortgages increased, It
appoars that established ommore of land are reducing their indcbtedness, but
that a new group of farmm owners is buying on crodit,- . 7 ‘

Tho, capacity of the agricultural plant will pruim:t. o fundamontal postwar

problem, Improved practices, inercased mechenization, and more intensive use of
fertilizer have boosted output per farmer and per more to rocord high lovels,

»
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"'?hurofm', in the postwar pericd the seme numbor of farmers could easily turn
out more than the prewar volume of erops and livestock products,

In epite of this, farm workers drawn into munitions plants will return
to tho farms unless the level of industrial produstion is such as to hold them
in other undertokings, Many soldiors drawn from farms will roturn, Supplies
of some products will be available again from war-torn arcas, Honeco, im
readjustments in agriculture soem necessary if wo are to maintain e l:.tm farm
standard of living. How important and how serdous these resdjustmente are will
depend on the level of industrial prosperity in this ecountry and on the extent

to which farm products can be exported,

In the meantime, the task facing American farmeors in 1945 is to make
history repaat itself by once again producing the high volume of foodstuffa
and other products necded to foed and equip the fighting ond working populntions
of the United Stotes and her allies,

WARTTMT AGRICULTURE: 1940-1944

Percont Chango

1940=L4
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WARTIME PEAKS IN AGRICULTURE

Output of wheat, pork, beef, peanuts, eggs set new highs in 1944, Cotton,

chickens are exceptions.
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- FOREIGN ECONOMIC OFFRATIONS

The story of forelgn trede during the war period 1s largely the
story of lend-lemss on the export side and the procurement of orttical
war materials on the lmport eide. -

Shortly after Germeny inveded Foland, both Great Britain and France
ssnt purchesing missions to the United States to buy alrplanes and other
war products. These missions placed orders aggregating $4,000,000,000
which eterted American industry to tool up for munitions production.

A8 the war mounted in seals it scon became evident that neither of
these countriee had the finamelal rescurces--the doller balances--neces-
eary to buy the munitions they would meed from this country, The United
Etates had become & creditor nationm. :

In Merch 1941, the Lend-Lemse Act was adopted. This Act with sub-
eequent medificetions made it possible. for our governmsnt to buy munitions
and other supplies from industry and sgriculture for transfer to Great
BEritain, Fuseis and other countries, whose defense wes necessary to the
defense of the United States, without definite arrangemsnts for repayment.
Since January 1942, there have been transferred sbout #15,0!!0,000,000 of
combat munitions to our allies, or 16 percent of total U. 5. output. Of

thil-_ mmt, ‘m,m;m;m, or ].h FML’“‘ z %: ¥ E
Pumni of Output Tmﬁﬁ

Total Lend-Lease Transfers
Alroreft---s-scsscecccsccacccaeas 16% 14¢
Ships-=====mam=mmen== SEREE CO
QUse=rrnrrasasenmnancasmermene E 1%
TR T L) R——— —anwanss 176 16%
Combat and Motor Vehiclems======= 37§ 324,
Commnication & Electronic Fquip. 9% ]

Total Combat Mmitiong----------- 164 144

Since March 19%1, +ho U. 8. has lend-leased 34,500 ailrplanes, 50,000
tanks and 700,000 motow vehicles. While both the British and Russisna have
produced the grecisr porpurtion of their ewn recvirements, our comtribution
hae been subatential, particularly in motor vehilcle equipment.

Lend-leases has no: been restriocted to munitions. It has also helped
our Allies to meintain their own industrial output. Exports of industrial
producte, meny in unfinished form, have amounted to approximately
$6,400,000,000. Agricultural products, representing about 10 percent of
our total food supply, have sggrepated epproximately $i4,450,000,000.

Lend-lesse sxports, which have exceedsd $2L ,000,000,000 are divided
as follove: '
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During the period in which the United States has been assisting 1ite
Allies through lend-lease, it has also received substantial meeistance from
these Allies in the form of reciprocal mid. The United Kingdom has provided
barracks, airfields, -clothing, military bridges, ship repairs and many cther
items. Australie apd Few Zeeland-bhave provided substantial food suppliss.
Eritish raw materials have been msde available for U, 5. production. Other
countries have alsc provided reciprocal sid, .

_The. reciprocal aid or reverse lend-lease obtainsd by the U, 5. from
the British emplre s estimated by the British Government as followss
e L ' : J June Total from June, 1942
g to Juns, 198k

United Kingdom . $873,400,000 - $2,437,000,000
Australia, New E.nnlnn_d., Ind.:l.. 100

¥ ’ 2000 | » 40, 200,

Since, the invaeion of North Africa, the U, 8. hes also cooperated
with other United Nations in providing the minimum espential reguiremsnta
for the pobpulatione 1iberatbhd by the Allied forces. This program to date
bas been largely a military cperation, administered by the Army and Navy,
to prevent disease and unrest along military lines of communication and
to permit locel populations to mssist Allied forces. However, the
Congress has authorized U, S, rerticipation in the United Nations Relief
end Rehabilitation Administretion. The Foreign Economic Administration
has allotted $350,000,000 to date to procure supplies for UNRRA which
include food, agricultural meterials snd equipment, clothing, medical
supplies end soms transportation and public utilities equipment. The g
sxport of these supplies must be governed by the availability of shipping
beyond military necessity and by the military eituation.

Lond-lease shipments have resulted in U. 5. exports reaching the
highest levels in history. In 194k total exports will exceed
$1k,000,000,000 which is three times ths level of 1540, and almost
twice the peak level of 1920 when this country exported goods vnluod-
at $8,000,000,000 for the reconstruction and rehabilitation of Eurcpe
after World VWar I.
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Deepite shi restrictions, importe heve slso risen ss & result

oF the yer, from $2,600,000,000 1n 1940 to en estimated 44,000,000,000

° During the earlf pericds of the war, the United States engaged
- preclusive buying of katerials and products which would aid the Axis
powers. However, ol import program hes beer directed largely to _
procurement of basif materials needed for war production. Inllﬁﬁ,,' Blmost
all of our tin, B5 pé¥cent of our wool, all of our nickel, 85 pe
our chromite, pérdent of our menganese ore, and 60 percent of
tungsten were imported. ' . :

We have provided financiel, technical and material aid to foreign
goverrnmente and prodiicers to assist in the development of foreign sources
of amll_.r of critical _numlﬁ. : ) 1

The attaimment of adequate stockpiles and the shift in war reguire-
ments are permitting the reduction of soms government programs for pro- Pt
-curement abroad. Trede in seversl odities hes already been returned ;
to privete hande and studies are now under way to determine when and how
licensing restrictions on forelgn trade cen be modified, .

PROSPECTIVE DEVELOPMENTS ) AERT

. Congréss, in paseing the lend-Lease Act, made & msjor contribution !
to early victory. It developed & munitions industry in the United States. v
It also made it possible to extend meximum aid in the war to our Allfes; -
it did this in & way to avoid draining such countried of all their gold
and dollar balsnces. X - 5

As wlll be seen from the chart "Forelsn Trade Goes to War", the
-cash imports into thie country in 1943 and 1944 exceeded the cash exports,
thereby increasing the supply of dollars abroed and the potential buying i
powar for U. 5. goods after the war, ot

The fact remain, however, that the world as & vhole will need fer more
of the post war production of the U. 8. then i1t can immediately pay for.
United Statee, on the ‘other hand, will have 2 productive capacity far in
axcess of domestic conmeumption. 2 '

Obviously, if our productive facilities are to be kept employed, we
must buy not only in forelgn markets but also credit must and doubtless
will be provided to those countries requiring our goods which sre unable
to make immedimte payment.

The financial problems involved have been the subject of an inter-
national conference held at Bretton Woods. They remein major problems to
be solved before our own position in postvar trade cen be determined.

It is important that we do not repeat the mistakes that we made at
the end of the last war. Forelgn countries are.in the end only able to
pay their debts and to continue buying our by selling their goods
and services to ua. i
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It camnot too often bé eaid that if we ave to get back the money
which we lend abroad, and if we are to continue to se

we must be prepared to import goode on & large ascals. When we raise
btarriers ageinst importe we vestrict the outlets for American goods in
foreign markets and reduce job opportunities at home! Trede breeds trade
end trade restrictions breed unemployment.

A full utilization of the inereased rescurces developed in this country

during the war and a satisfasctory cordition of employment require & great
expension in intermational trads.



MILLIONS OF DOLLARS

FOREIGN TRADE GOES TO WAR

L US. exports have risen sharply
since Jonuary 194,

Total Exports

2. Mainly os a result of lend-lease;

!
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3 Imports have held steady for four
years (limited by corgo spoce, efc),

Total Imports

4. And since 1942 have exceeded
cash exports,

Ol iy luju'lnnhuu Liipiling

Lend-Lease Exports i
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ALLIES GET I6% OF U.S. MUNITIONS

TOTAL MUNITIONS
PURCHASE

DIRECT
LEND-

GUNS AND FIRE CONTROL

SHIPS

AMMUNITION

COMBAT AND MOTOR VEHICLES




g e TRANSPORTATION ™~
Total volume of freight moved by United States rdilroads, trucks, pipelines,
commercial air transvorts ead over inland waterways has risen from some y
 600,000,000,000 ton miles in 1940 to more than 1,000,000,000,000 ton miles in =

each of the last two years. T:is added volume ha# been handled without an A
enmreciable increase in faeilities other than winelines,

" The railroads have borne the brunt of the burden. They hendled about 70 per-
eent of the total frelght wolume in 1944, as cormared with only 62 percent of

the much smaller totahiin 1940. Railroad pAstenger traffic almost gquadrupled,
]::uln; from some 25,000,000,000 nassenser traffic milas in 1940 to %8,000,000,000
agt year.

Thres factors were mainly resmonsibdle for immoeing extra loads unon the
reilroadg:

1. Cloeing of the “anama Cannl to commercial shivping and diversion of
inter—soastal ships to military assignment forced upon the railrosds additional
transcontinental burdens. Some 7,500,000 commercial tons were shipped through
the Canal in 1940, After Fearl Harbor, commerciml shipments stopped altogathar,

2, Submarine warfars for a time curtalled coastal shinping and tanker
‘ransportation of petroleum and petroleun vroducts to the east Coast. At the
eginning of 1941, the railroads carried less than 1 percent of such traffio;
sankers earried 95 percent.

In December 1942, there was & sarious shortage of petroleum producte on tha
ast Coast, The presidents of eight rallroad commanies were requested to meet
ith the Director of War Mobilization., .is n regult of nlans then suggested by
he railrond exeeutives and later rut into operation, by the middle of 1943,
callroads wore carrying 71 percent, tankers only 5 percent, Last year, however,
new pipelines were in operation and moved 38,7 nercent of east Const petpoleun e -
and petroleum products; tankers returned to transport 16,1 percent of the volume. - 3
The load on the railroads dropped to 37.B vercent of the total,

Devalouments in the last month, however, indicate that a number of tankers
now in service mey have to be reenlled for ovarseas milltary omermtionsl Since
plpelines have been operating at canncity, this means thet rallronds may have
to resume a major vroportion of east Coast pe*roleum transport, (Since 1940,
approximately 13,600 miles of nipelines have been constructed, converted, or
reversed ae to direction of flow. More than $275,000,000 has been expended for
new trutkline facilities.)

3. BEilnce new motor earrier equioment, trucks, buses, tires, fusl -

could not be nrovided excent mt the expense of munitidns, commercial highway |
transnort and nrivate vassenper cars conld not ageume thelr pronortionate share
of wartime exvansion in traffic., The rallroads were foreed to meet the un—
nrecedented rige in nassenger travel demands —- About 40 percent of which renre-
sented militery travel - without any increase in civilisn nassenger train equip-
ment. Immosition of travel rationing has been avodded because of difficult
~dministrative nroblems although some nonessential travel has been eurtalled as
% result of educetional cammalms conducted by the industry and government.

The achievement of the carriers was made nossible by the esadifhginl
afforts of railroad workers,
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Under the Merchant Marine Act of 1936, Congress directed the Maritime Com-
migelon to maintain a merchant fleet adequate to mest the requirements of national
defense and to carry a sibstantial portion of U, §. commerce. That Act 1aid the
foundation for the largest merchant fleet in the world, It hae made possible the

transport and sunnly of vest 1. 8. and fllied armies throughout the world,
. §. SEIPBILDIMG OFFSETS ALLIZD LOSSIS

From January 1942 through 1944, American shipyards have turned out approxi-
nately 4,500 new cargo shine--transnorte, tankers, miscellaneous merchant type
shing and auxiliarles--aggregating about 43,700,000 deadweight tons. American
constructicn elone has thus more than offset the losses of United Nations ships
due to enemy action and other causas, The net gein has been continuous Bince
December 1942, During the same neriod aleo, thousande of the ships of Allied
Fations have besn repaired after damage by enemy action and heavy weather or
overhauled after hard usage. I

As a result, the 'nited States has becone more than s’ f-gufficient ae &
peacetime carrier of ocean cargo. Last year 7. S, shivs carried an estimated
59,000,000 long tons of cargoe, or 76 percent of all U. 5. ocean shipping. 4=
contrasted with thie total, U, 8. shipe carried enly 8,000,000 long tons, or 23
percent of 7, 5. cargoes during the years 1930 to 1939, -

How this was achieved is well known, The Maritime Commission, early in the
war, constructed new shinyards, enlarged others, and sunplemented facilities of
#till cthers. Mass-production methods were introduced. One of the rroduction
marvels of the war is the reduction in construction time on Liberty ehips from
more than 200 days to about 50 days. Now Victory and other type cargo shipe—
faster and more euited to neacetinme traffic—are replacing them on the ways.

48 vart of 1te duties, the War Shipoing Administration directs the allocation,
cperation, and maintenance and repair of the merchant fleet. A1l vessels not
allocated or mssigned to the Army and Havy are operated by American shipping firme
on schedules controlled by the W. 8. A. To keep this huge fleet operating, officer
&nd crew personnel has had to be increassd from 67,000 men in September 1941, to
apnroximately 200,000 today., More seamen are needed each month as additional ships

come off the waya,

Since Sevtember 27, 1941, when the first U, §, merchant vessel was sunk,
5,856 merchant seamen have been reported killed, missing, or oriscners of war,

POSTYAR FLEBT

In 1939, there were avproximately 1,100 sea-goine vessels in active service
under the American flag, At the end of the war, the fleet will exceed 5,700

vessele, as follows:

Assuming that none are built after June 1945, nearly 2,500 will be
Liberty shine, which will have served their essential purpose A8 4o DASE—
vroduction, wartime vesesel, "hese will not be satisfactory for fast,
comnetitive ocean-going service after the war, though undoubtedly foreign
countries formerly engaged in tramp freight shipping will purchase a
fraction of them at reduced prices.
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.~ Tere will be 700 old shivs, largely prewar vessels, which in due

ot course will be retired, ae their overation costs become excessive, s e
e, P g 2L T e R : e 8 - i .

& ' There will remain 2,500 sfficlent O-tyme and Victory.dry oargo ships . 1

and tankers, A few of these may have been s0 drastically altered for
- military use that reconversion to commercial service may prove to be
unecopomiea}, .. . L. ; . el -y

PROSPIOTIVE DETELOPMENTS : & MR Set

The use apd disposition of the merchant fleet, with which the U, 5. will end"
the war, is a problem with international implications.. Prior to this war, the
Unitod States use of foreign ships, paid for in American dollars, helped to improve
our forelgn exchange position by providing other nations with the means of buying
more American goods., However, if we use our war-bullt merchant fleet to its full
capacity, then it 1s quite poseible that inetead of buying shipping service we will
be eelling service mnd thus cut down ths world's international supply of dollars
wallable for the purchase of American goods. Therefors, we will have to welgh
:arefully the effects that a great U, 5. merchant fleet will have om our inter—
national trade, - 2k ok g - . A

The chart, "Projection of the Merchant Shi ing Problem” points up the
roblem. In September 1929, Grest Britain waa the world's great maritime power,
rdth some 24,000,000 deadweight tone; ‘the United States had abot 12,000,000, It

. -8 estimated that at the end of the war, the United States may have ;hrna timesn
the fleet of the Britlgh—nearly 60,000,000 tone as againet 20,000,000.

The Maritime Commission's Postwar Planning Committes is now developing policies
and procedurss. Legielation iw pending to govern the sale of war-built ehips.
Discuseions are being carried on with imerican shipning companies to determine their
postwar intentions. Anchorage sitss and methods for preservation of laid-up ships
are belng explored., Studies are being made of postwar tonnage expectations,
probably condition of the ships, and 1ikely commercial needs. Problems of vostwar
wages for seamen, working and living conditions, ‘and soclal eecurity requirements

also are being examined. g

The war has resulted in standardisation af n::uhn.nt shive. Parts are inter-
changeable, It will be Interesting to eee what effect this has on the poatwar J
:_th!.u construction and on commercial investments in shipping facilities, ‘

- Iven this expansion has not met the global requirsments for shipping, -but the
eltuation will be greatly relieved by the full production of all tyves of -ships in
the first half of 1945, To rrovide for poseible increased demands, I have
authorized a limited extension of thig program into the second half of 1945 for the
Tictory and O-type ships, which still will be badly needed for our war effort, It
ie hoped, however, that after next June construction of the slowsr Liberty ships
:an be avolded, It has served as the real pack-horss of water transport during the
War years, but will not be of full postwar valus to us, or to othaer nations, in the
upbers that will be available.

In the meantime, the merchant fleet's wartime responsibilities will not ceass
/1th vietory. Large numbers of troops presumably still will be overseas--in Burope
wnd the Far Zast--as part of the armies of occupation. They will have to be
rpplied. And if & rotation of ccoupation armiss is adopted, the transport fleet,
- -argely converted from ocargo ships, will be required to carry troops to and from
Jurope and the Par Bast. War employment of the merchant marine thus will continue
for some time after the last gune are fired, ! ;



THOUSANDS OF DEADWEIGHT TONS

MERCHANT SHIPS-Sinkings vs. Construction
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PROJECTION OF THE MERCHANT SHIPPING PROBLEM

Estimated postwor fieet of the United States will constitute about three-fifths of the world's sea-going merchant vessels;
will be nearly five times prewor size.

PREWAR (September 1939) ESTIMATED POSTWAR

30
MILLIONS OF DEADWE IGHT TOMS
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The National Wﬂl Agency has largely completed construction of ! ;
some 4,000,000 migrating workers and their families in more than l.ﬂg'MQP'

e8
“Sufficient housing s available in moet war production areas. However, shifts in "

production, plus & few expanding programs, continue to create new demands for addi-
 tional housing. These demands may be expected to develop from time to time,

The National Housing Agency plans to meet theee demands by the emdor of
temporary and demountable housing into areas of need fronm placed where it ie no
longer required, and by new temporary construction. :

Private industry and public agencies have completed more than 1,730,000 new
or converted family units since the surmer of 1940, On October 31, 1944, thers
were B1,B00 unite under comstruction and 59,8n0 others approved and awalting con- &
struction, most of which were privately financed., In addition to these, approxi-
mately 25,000 units have been reported by the Army and Vavy &s neceseary for
workers in exvending sunitions orograms. : ;

The housing vwrogram involved a total investment of about $6,000,000,000,
two-thirds of which represented nrivate capltal, protected in large part by FHA
mortgage insurance. Throughout most of the construction period, a celling sales
rrice of $6,000 and meximum shelter rental of $50 a month were established to
ingure that the housing would be within reach of the worker and to forestall use
of certaln eritical materials.

A "share Your Home" campalgn conducted by MHA's local War Housing Centers 2
and Home Registration Offices received wide community support. It ie estimated
that, through their efforts, more than 3,000,000 workers were houssd in structures
already erected. This progras, which has saved huge expenditures in materials, e
manpower, and money, rust continue as long me war workers are being recruited.

POSTYAR HOUSING NEEDS

A great deal of new permanent housing will be needed after the war. The
nation entered the war with a substantiml deficlt of decent housing. During the
war, all housing has deteriorated because of intensified use and lack of adequate
repeir and maintenance. Moreover, war needs have prevented the unrestricted con-
struction of civilian housing. There also is a large requirement for new housing
to replace slum dwellings end other substandard houses.

PROSPECTIVE DEVZLOPMENTS

The Metional Housing Agency estimates that during the firet postwar decade an
average yearly construction of 1,260,000 nonfarm dwellings will be required. Oon-
structlon during the perioed 1920-29 averaged 700,000 units annually. In the peak
yerr, 1925, a total of 937,000 unite was built,

Thie estimate of annual nostwar nesd is based on a requirement of 410,000
units per year for increased families, 140,000 units per year for returned married
veterans, 80,000 units a year for thoee families now Jolntly ocoupying homes and
to establish a normal vacancy reserve, and 630,000 units per year to replace
eubstandard dwellings and those destroyed by fire, storm er other disaster.
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There 1s & need fnr better Mhﬂﬂins lu hm-lng and 1in urht m:lm-.

- It would heln in this work if the conmunities would lend the way in making an -
inventory of their houeing sltuation, in ;ﬁlut:hu mh- further nuill. mu ;
'pllnninc to uut t-hn- neede, - 3 . o S
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HOUSING - PAST, PRESENT, AND PROSPECTIVE

THIS IS WHAT WAS BUILT:
.| During the 'twenties ;;5':':555.-;:;:::.-: SEmE

In 1925 (record year) |:

During the thirties
1941" (last pre-Pearl T §5§e§:§+§:§§55555.=552-55~::'5

Harbor year) R

NHA estimated need ﬂ//‘///////////,/////////////////////////%

for post-war decade

*Inciudes * Dafensa Housing
Note: Data refer to fomily units enly ; suclude farm dwallings.




it does not go down as fast us it otherwise would.
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o ik ‘s oloser to completion thaik &hat of industrisl fao- 6]
1lities .WM;«:E&: Nearly Finished"). Construction of new &

plants, including equipment, has declined from
in the third quapter of 1942 to hhout 4200,000,000, oven in this mature
program, sudden demands oan change expectations, Becsuse of the urgent reguire-
ments of the Army and llavy for mmmunitidn, tires, and certain types of guns, and
other equipment, new industrial installstions are necessary. Thess will not

change the direction of the construotion curve; it still céntinues dewn, but

Since July 1940, more than §29,000,000,000 has been invested in new or ex-
panded mdu:br{:‘l_. plunt, about three-feurths of tnis expansion has been fi-
nanced by the government, Government facilities, including wbout #$1,000,000,000
of work still to be done, are distributed as fellows:

alroraft,...vvvsnsrenesnnnnnees § 3,350,000,000
smm?"l!'l!lil'lll'llll'lll!!!l!lrlr z,lﬂl,mﬂ,mﬂ‘
Drm“'"'ll"ll"lli'l!lt'ltlltlllrllr!l E,lﬁﬂ,mﬂ,mﬂ

Iron and BOBBL oo vaqnninssnnsna llﬁﬁa,ﬂm,mﬂ
Honferrous matals, qeessssssress 1,200,000,000
T T T B R et * 768,000,000
Ej"ﬂthﬂtiﬂ :I*uhbqr.-.u.n-.”“t Eﬁa:ﬁme
1W-Dﬂt&n! Eﬂ'nl“'-.'j.i-r.'pgfp - Eﬂﬂ,m,ﬂm
lil.nhlnu? and mﬂh-iﬂl.‘ tﬁﬂll. e 803,000,000

Other industrial planta,.yyiype. 866,000,000
Total U IO o00. 000
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Not all of this plant will be disposable, :

About §1,400,000,000 is in expanded arsenals and Havy shipyards--directly
operated by the government. Probably most of these fueilities will be retained
by the Tar and Navy Departments as part of their systems for pormanent pre-
paredness, ]

There is slso sbout 4,500,000,000 &f governmont-cwned, privately-cperated
facilities so spociulized as to have 1ittlo poacotime value. This ineludes
smokoless powder plants,’ shipyurds, sholl-louding fueilitios, ote. Some of
these plants should bn kopt ns stand-by munitions cupacity,

That leaves about $10,000,000,300 of fucilitics, immodiatoly or potenti-
ally usable for oiviliun produstion. These include noarly all of the nation's
sireraft und syntuetic rubbor capmcity, most of tho sluminum end nugnegium,
and & good share of steel and mechine tools. b

PROSPECTIVE DEVELOPMENT

For most of these facilitios it will be sound public polioy to got them as
quickly us possible into tho hunds of priwto parties who will oporute them
eampetitivoly. This policy is complicatud by tho lurge size of most of the
governmont-ownod pluntas.

Suvunty porcont of tho Gevurmment's investmont is in units which cost over
wl0,000,000, Muny of those plunts arc out of rosch of whut wo ordinarily
consider "emull" business.

. Novertholess, computition will bo stimulatod und growth of smull busincss
cncoursgod if {u) the facilities in smy industry wre disposed of to the smallor
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BLLIONS OF DOLLARS PER OUARTER

WARTIME CONSTRUCTION NEARLY FINISHED
Total Construction |

T T | ] |
Plant Expansion, Including Ma-
dfmrylnnd Emdpn'lmﬂ

BLLIONS OF DOLLARS PER QUARTER




8P-1
SURPLUS FROPERTY _

The World War endsd o sbruptly that plans o dispose of sur-
plus war bad hardly reached the discussion stage. This time, an’
organization already.bas been set up. ' 3

The Burplus War Property Administration was established by sxecutive
order last Fe on my recommendation. Then Congrees, in the Burplus
Froperty Act of » Approved on October 3, established a three-man
Surplus Property Board to carry on this work., The Act, among other

he Board to give maximum aid in the re-sstablishment
of a peacetime econemy of free independent private enterprise, to en-
courage ' indspendent gperators in trade, industry, and agriculture with
gpecial attention to war veterans, and to stimalate full employment,

Burplua is inevitable in war. When peace comos surpluses
will inolude from aotual munitions which will “have littls or
no eivilian value, such as bombers, tanks, guns, and artillsry shell,
to shoes, socks, food, mosguito netting, plants, industrial eguipment,

{
;i
§

' ships, and large and small passenger airplanss. In short, from a

$100,000,000 steel plant to & 10-for-s-psnny pin.

Some portion of the surplus of oivilian-type goods abrosd can suit-
ably be wsed for relief and reconstruction in Allied and liberated coun-
tries., Stocks of clothes and food on hand in the United States also can
be used for relief and rehabilitation, either through the armed services,
through United Nations Rellef and Rehabilitation Adminietratiom, or by
sale to other governments,

Some 1,300.indietrial plante and other facilities, costing epproxi-
mately §15,000,000,000, will become surplus after hostilities cease. Mary
of these plants are not easily convdrtibls to peacetime production--
powdsr and shell-loading plants, for example. Others may have to be
revamped for civilian production. Others, however, may be useful #n
peacetime operations--steel mills, synthetic rubber, or aluminum plante.

Other industrial propertiss will be kept on a stand-by basis for
national defense; etill others may be needed for continued production
of supplies for our standing Army and Navy. Also, stockpiles of certain
eritical materials may be maingained as a military reserve.

Obviously, industrial surplus disposal is & problem to be worked
out--finding how to utilize war-built resources to the best sdvantage
in the national economy in peacetims.

DISPOBAL AGENCIES

Actual disposal of surplus has been aseigned to exilsting agencies,
a8 follows:

PROCUREMENT DIVISION OF THEASURY IEPARTMENT--for consumers goods,
such as furniture, clothing, motor vehicles, eto.;

HECONSTRUCTION FINANCE CORPORATION--airoraft, indnstrial plants, in-
dustrial real estate, industrial equipment and supplies;
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of goods had been declared surplus. Of surplus stocks then on hand, 58 -
percent was sircraft--cbsolete and war-weary planss and equipment; 12
percent was plante and industrial real estate; 4 parcent metsl-working
m:im:mmmtmmw;ﬁmm;
emmnmmﬂm ) percent miscellansous .

nmtm,m,mpmwpuwmmmm i
Cotober. This inc xﬁm,wumumumﬂ'm.
re-sale to fatmers ‘truckers; $21,000,000 worth of metal e
machinery; $6,000 ,muwmnraimnm:,umroru ivilian use; -
- $5,000,000 worth of construction materials; “;1,30:' mthutmﬁm—
tzmqnpﬁt;mu,:m,nmwmﬂ-m.
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to'the huge demand for goods of all kinds. (Clearly, the of war ...
mﬁwm&ﬂmmﬂum hmﬂbﬁtwmhﬂﬁi-
ate disposal of all available surpluses. It has bsen possible to sell
these small & mwmmrmzummunm

é

ordinarily are tnuwmnnimu or Mmibwbonnd lu.ﬁu'j:

the consuming public, because direct sales have besn found almost pro-
hibitive in cost. COatalogues are being prepared, which will inform pros
spective buyera vhat is available and how it may be obtained, The RFC
is planninp to ‘estadlish huge regional warshouses, in vhich mp&u-
goods will be displayed.

/ :Mnhnorummm,mwmm,ME'
$55.517,um, or 84 puromt of the appraised value uf the goods lum.

Balee are at ceiling price, at highest bid, or vhn.'u npnd 1- sa- -
sential, at negotiated prices. BSurplus materials and equipment are, of
course, subjlect to ths same rationing and moutm controle as eim- -
ilar goods which are not eurplus

rmm
The Congress has set up special restrictions on the sale of dewll-
inge. Hy law, the ;mwmmmum.mm
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conditions. Some of these dwellings, when dismantled, may be sold for use

ov

oversens, or employed in relief and rehabilitation work, Howsver, Congress

mey desire to consider the ndvisability of changing the law so as to allow
such dwellinge to be used to replace substandard dwellingn in dities or in
denreesed farming rreas, K

Abdbént 63,000 vermanent family unite bullt with low-rent housing
funde will become low-rent public houeing after the war, under the jur-
isdiction of local housing muthorities. The rest of the permanant unite
(about 129,000) and the demountable units (about 78,000) will be sold,
“heraver possible preference will be given to ourrent occupants, and
next to prospective occuvmnts, especlally to veterans who will receive
first consideration. Some 10,000 units built by the Defense Yomeas Core=
poration alremdy have bden offered for sala, .

The Federal Works Agency is responsible for disposing of echools,
hospitale, sewers, health centers, fire statione, power plants, garbage
disposal plants and other community facilities built s Tedersl projects
under the Lanham Act, which are declared surplus and which must be dip-
posed of within six months after the emergency ends, The agency is
already transferring titles of many of these Federal projecte to logal
public bodies. | . : ; X

To facilitate the disposal of surplus war plants so as to permit
their prompt utilization for other purposes, I appointed a special War
Plent Utilization Committee to coordinate the work of the several EoVern-
ment agencles having representatives in the field. Its chairman has Te~
ported to me that the Committes haw enlisted from a commnity level the
active coomeration of the U. 5. Chamber of Commerce ag well as state
and locel chambers, the Committee on Economic Davelopment and its 1700
local Committees, the Assoociation of American Railroads and ite indus-
trial sgents, and the banks located throughout the nation, The chair-
man believes that the chief deterrents to quick sales 1is in the provi=
sione of the set resuiring information to be submitted to Congress in
elght clmasifications for facilities costing $5,000,000 or over, and
eubmiseion to the Attorney General 90 daye in mdvance of the congum-
mation of the sale of any plant costing over 31,000,000, Congress
should glve further consideration to these eatutory provislons., QCertain
ootlon rights held by leesees mles threaten to delay sales. Howaver, -
about 250 lessees have indicated an interest in murchase or leass, and
the RFC is now carrying on negotiations for the sale or lease of some
thirty vlante. Prommt mction is necessary.

3ecently, I have authorized the agencies owning survlus property
abroad to proceed with its sale under policies to be established by
the Surnlus “Yar Property Board, This will enable the Army and Navy to
be prepared to eell facilities and installations no longer required in
certaln arems where military operations have closed, as in Morth Africa.

The Surplus Proverty Act of 1944, as drawn, presents several ad-
minietrative difficulties. The limitations governing the sale of real
property may retard such sales, ver, experience under the leglala-
tion is a prerequisite to any specific recommendations for modifications,
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I ., CONTRACT TERIINATION o
. In the d-wluw'm of u war produgtion pm;ﬂ.ll beset by changing require=
ments, contract terminutions and the settlement of regulting cleims have becoms
relatively cormenpluce, ' ' - "

Already, during the wur, 120,860 contracts have been terminated, cancelling
commitments of some §25,000,000,000. A high percentage of these cancellations,
109,000 of them, have been written off the books entirely as settled, Through
the fall of 1944, it has been necessary to cancel every month scme 4,000 con-
tracts, totalling §1,500,000,000, - :

In contrast to this experience, the last war saw only & few contricts can-
celled until mfter the Armistice had been signed, Then, almost overnight, scme
§4,000,000,000 of commitments were terminated., As a consequence, procedures for
settlemont had not Leen worked out and considersble difficulty resulted,

Due to the kmowlodge guined in the last war and to the backlog of vxperi-
ence now being built up, tho country should be able to handle the problom of
mags cunoellation at the end of this war with lese financiul and ocencmic un<
settlomant, : -

. Todey the undolivered vulue of outstanding contracts is about &
$66,000,000,000; The full impuot--and hence s dotailed estimato--of the ter-
minetion and sottlement problom will not bo roalized until after final vietory.

1

Up to now, most torminations of contracts have been followed by now orders.

' Firms whose contracts for muking tanks huve been cancelled have beon given

orders for loconmotives; contructs for building dostroyer escort vessels have
been switched to lunding oruft, and so forth, 4s & rosult of thie, and because
inventory and equipnent intended for thoe contrsets which had besn tominated
wore often usable to fill now war contrscts, muny torminations have reosulted
in no ecluims &t all, or in oxtromely smull elaims., Tho 109,000 torminated
contructs which have boen sottled have un uggrogute fucc velue of more than
¥10,000,000,000 but olaim paymonts aguinst those contructs smounted to less
than §400,000,000, _ In nine out pf tun eontracts, no cluims were filoed,

aftor finul vietory, howover, tho situstion muay bo expected to change.
Terminations will be without bonefit of new wur orders wnd no-gleim sottlemonts
will decrouse, The settlemont problom will bocome mors difficult ut tho samo
timo thut the need for spuedy sottloments will incrusse. Prompt suttlomont of
war contructs is ossontisl to ordorly roconversion wnd to full omploymunt in
pomca. Uithout it meny businessos, uspoeislly smull compuniios, would bo finan-
cislly. perulyzod becuuse working capital wus frozen in invantorics. ;

ADVANCE PREPARATION NECESSARY

Solution of this problem is two-sided. Tho governmont must move promptly
to clear the plants und books und industry's wcticn must bu prompt, Prime,
sub und sub-subcontructers should fumilisrize themasolves with the Contract
Sottlomont Act und with the rogulations of the Offica of Lontruct Sottlomont,
as woll us with tho procodurve of the sontrueting wgoncies with which they deal,
80 us to fucilitute thu quickust possiblo reconveorsion to peucctimo production.

The army snd Nuvy have sot up schools to truin thoir own contruct termina-

tion porsonnel ue well ss those of othor contracting wgoncios, Spoeisl coursus
for contructors und thoir employecs have beon astublished ut & number of colleges

.
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‘with tho coopcrution of gentructing ugoneies. . Tho Smallor Tur P;u;ih Corporati

el
is comducting un intonsive oducutionul progrum wmeng smull,businossos. It is good >
businoss for overy wur contructer to plun inm udvunce and to propure for prompt .
submission of sottlommt cluims. - : §ATT 0, w8 g et e | T
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© Tho Officc of Contruct Sottloment, under its mendute from Congross, hus', =
issucd rogulétions requiring procuramont ugoneies to olowr umwnted wur muterisls
and muchinos from contractors' plunts within 60 duys, Other regulstione: provide
thut, within 30 duys wftor prosentstien of propor oleims, o oontructor bocomes
oligible for wdvunce puymont or loons. of up to.100 percent of the welue of fin-
ished wur muterfuls, und up to 90 poroont on othor mutoriuls, But spuace cannot
bo closrod. unloss inventories wre properly propared by industry, und money .cuns
not be advunced or louned on cluims without detailed uccounting stutemonts, 3

The Offico.of Contruct Settlemont s mude progross towurd simplifying the
routine necessury for terminution settloments, Uniform torminution procoduros
und forms for the prosentution of settlement proposuls have boon wdoptod.

Prosent procodurs ordinarily culls for prime comtructors to sottlo directly
with thelr subcontructors. Howevor, tho uet pernite direct sottlement by the
Governmont with subsontructors in cuse of undue.deley. Survoys mow.srg belng .
mude to.detemine the pruoticubility of routine dirsct settloment with sub- i

contruetors, \ d Bty

Aftor the firet torld liur, tho Lveruge time lug botwoen tomidfution snd
fimul sottloment wus oight months, buf meny ¢luins druggod on for yours and one
wiui not -sottled until 1942, ; ! ; . o Tl s oal

Tho avurugs timo lug betwour torminution und finul sottloment Ls. now about.
four wonths.. . Spull und ungomplicutod contructs cre settlud more swiftly. Llarge
sontructs, invelving muny subcontructing rumificutions roquire longur., But we
huwoe progrossed fur from tho difficult pionvor stuge, in which occcurrod some
c:ses us, tho one in whieh 16 months woro consumod in sottling cleims growing out
of torminution of the Imtornutionul Hurvester tunk contruct &t Bottundorf, Iowu.

Tho most sorious deluys in tho curront progrum huve been cncountersd in -
soettling the cost-plus-u-fixud-feo contructs, The cost-plus contructors wnd
their subcentrictors submit wouchors und ure puid us their work progrosses, |

- Those voughers uro subseguently wudited by tho Gonerul Accounting Office, which,
in somo cuses, disullows puymints wlrewndy nude, Thoruforo,. prine contructors
buve dusitutod to puy off. thair subcontructors until finul settlement, This
holds up puymunts wll tho wuy down tho line to sub-subs,

About 850 cost-plus-u-fixed=-fou contruots huwve boen terminutod with o fuce
vulue of, §6,835,207,000, Finul sottlomonts huve boon reuchod on comtracts totul-
ling ubout 20 porcunt of this, with a faoe wulus of #1, 300,000,000, In pontrust,
fixed price sontructs which huve boen torminuted huvo fuow wvulues of
#17,668,676,000 wnd more thun 5O parcont with o fuse vilue of .§9,411,768,000,
huve -boon sottled finully, : A L

Muny problums remuin to bu solvod, but u good sturt hus -boon mudo on sotting
up busic rules for fust, fulr und finul comtruct sottlemunt, The noxt tusk 18 to
porfoet und usc thoso tools of scttlomont, both in tho sontructing ugenoies wnd
fn the officos und plunts of tho contructors, ¢

W
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lierting twetion should ond with the wir, lowuver, m&wﬂm , vi ¥
revision of tuxition until thu wir is ovor om 4l M%i ole of .
govornmont Wmaun-nmﬁ:-mnmmumgm.. ! il |
~— ¢4 Intorust on thc dobt wlono will oxouod totil imturnil rovenue rocuipts of 1937,
10 ‘roquiraicnts of thy amy wnd Navy will bo much higher thun prowur lévels.
rTm "G.I. Bill" und vutoruns' hospitulizution will udd to oxponditurcs, Those
‘ure only w fow of tho itoms ‘thet muko it wpperent wo will need revonues greutly
in excess of prewer lovole : =) ; E
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" RAIOV.L OF TMPEDINENTS

But thurc cun bo no intelligont plunaning to "moot the probloms urising out
of the trunsition from wir to pouee" us diroctod in the ust crouting this office Y
without giving ecnsiderution to the removil of tux impedinents to rcoonversion
und business expunsion.. There wro cortuln tux rovisions which would not greutly i
- reduce rovenues, but would nwteriully cid business rocevery und expunsion if i
edopted imaddictely following the closo of thu Buropoun Wir, Among them uwros :
Aeoolerctod doprecivtion, " &
Trmsdinte wwuilubility of postwir rofund bonds,.. !
Inercusing thu spoeific cxemption for oxcass-profits
tux purposcs from 10,000 to 425,000, ; §
@ L]

1. Deprecittion. Thu uceslorution of doprosiution clloyunees will vnuble
tuxpuyors to tike the ccrlicst possible wdvintugo of tochnologioul improvoments, {
sscure morc quickly now squipmunt, cnd provide more roudily for tusincss oxXpuns
sion wnd amployment.. Tho deprociution polioy of thw prosunt luw, which providoes
for v doprociction wllowunce computcd weoording to the rhysioul life of tho
proporty wequired, hus u tendency to discourigo tho uoquisition of now oquipment
~nd tho formution of nuw onturpriscs, el

For cxunple, if . businossmun desircs to aturt u now businosa wnd to purchise
aow aquipnent, undor thu proscnt tux lew ho tuy huve ponsidorublo diffioult; in
ruising the funds to wequire plunt or oguipmunt booruse of the ldngth of time re-
quired to retovur ths cost of thu nuw plunt or oguipmunt through, doprocicticen
ullovunoos. -

-

It is clour thet unloss . taxpeyer oun rocover his oLpitel within u reusoriuble
timu, he vill not emburk upon now ontorpriscs, or voquire now fueilitios, which '
uro osscntiul to the production of inewio wnd the stimilution of omploymont.

I sugrist, therofore, thet the Congross givue surious censidorution to tho
enuctmont of w provision to pernit « lurgor deduction for deprueicvtion in the
curlior yours of tho 1ifc of tho wssct. In most cusos, thoso Lro the yours of
the highost income, It muy bu wdvisuble to linit this spooisl wllowwnou to the
incemo computed for noruul und surtux purposcs, wnd not for oxcoss-profits tux
purpcsos. Such ¢ provision would muku it cusiur for thu smtler businoss cntors
prises to borrow monuy for oxpunsion fueilitics,

2. Muny corporutions, purtioulurly the smullor tspe, will bo hundiouppod
through luck of cupltil to owrry out their rucomversiom pluns. Their finuneicl
condition muy bu ewbud somowhet by muling immedictoly wvudluble wftor the ond of
tho wur in Burope w purt of thuir post-wur rofund of uxcoss-profits tux und by &
rodueing corrospendingly tho compulsory suvings provision in the oxoosa=profite
tex. A limitution couldibe pluced on thu wnount o bo mudo svéilable,
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© WASHINGTON, D. C. i

January 15, 1945.

MEMOFANDUM FOR THE PRESIDENT:

I think that there is much merit in Lubin's suggestion that

the functions mmmmmmwmmmrmsmu
Agency such as the Social Security Board, the Office of Edueation, the
Public Health Service, should be separsted from the manpower and ‘labor
funetione which are now also being administered by Mr. Mcutt. Undoubted-
ly the urgency of some of the manpeower and laber problems causes & certain
neglect of the more long-range social security problems when all of these
problems are within the province of a single sdministrative official.

I should doubt, however, the wisdom and expediency of separating
the federal security functions from the manpower functions, unless at the
same time the manpower functions are transferred to the Department of
Labor. If, for example, you transferred Madam Perkins to the Federal
Security Apgency and left the Yanpower Commission as a separate agency
under ¥r. Meliutt, I am afraid that you would have difficulty getting a
strong Secretary of Labor. If you separate the federal seourity functions
from the manpower and labor functions, I think the manpower and lsbor
functions should be assigned to & new enlerged and strengthened Labor
Department.

You will recall that under the War Mobilization and Reconversion
legislation I am directed to "institute & specific study, for submission «
to the President and the Congress, of the present functions of the varioys
executive agencies in the field of manpower, and develop a program for
reorganizing end consolidating such agencies to the fullest extent prac-
ticable.” .

While I am having some staff work done on the study, I think

the major issues are fairly simple and I should be glad to expedite my
report and to time it as to facilitate prompt action by you if you wish.

e




i THE WHITE HOUSE
WASHINGTON

January 8, 1845,

HEKOHANDUM FOR
HOH, JAMES F, BYRNES:

Will you consider the suggeation
Ior putting the Bureau of Eduocation,
the Publie Health Bureany the Scecilal
Security Board into the Federal Seourity

Agenoy and eeparating Peul Mokutt's
work, so as to ccver cnly manpower?

F.D.R,
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THE WHITE HOUSE
WASHINGTON

December 22 ¥ lm

MEMURANDUN
T0: THE PRESIDENT

FROM: MR, LUBIN
0

Of course, 1 have no idea &8s to what your plans are relative to
the office of Secrotary of Labor.

Hiss Perkins has told me in confidence that she believes you will
accept her resignation. We had & long discussion es to what she could do
after she left office. Ghe appears to be worrled sbout her future and asked
oe what I thought about Ler trying to tie up with either the Hockefeller or
Carmmeglie Foundations.

There is one Job in the government tuat Wiss Perkins could do re-
markebly well in the event that her resignation is accepted. The Federal
Security Agency needs real leadership. There is no coordination between the
activities of the warious branches of the Agency. The Bureau of Education has
nothing to do with tae Socinl Security Board or with the Public Health Bureau.
Under proper leadership and coordination, the various Bureaus could be brought
together to aid each other. There is no reason on earth why the Buresu of
Education should not be educating the American people on publie health and
social security matters. Similarly, the Soclal Security Board, through its
contact with more then fifty million workers, could be wery effective in
building up public interest in the Public Heelth Service and our educational

institutions.

I do not know what your plans are relative to Mr. Mclutt. It might
be possible to take the Federal Security Agency away from Mchutt and have him
concentrate solely on Manpower Commission work. There will be & lot to do in
this field until the war in Germeny is over. After that the War Manpower Com-
mission could be used for reconversion and replocement activities., It still
could continue to make use of the United States Employment Service.

1 do not know whether this suggestion is politically feasible.

Under Miss Perkins leadership the various Bureaus of the Department
of Lubor huve worked cooperatively and &s one big family, I am convinced that
if she could take over the Federsl Security Agency, she would make it into a
progressive organization that would contribute immeasurably to the welfare of
the workers of the country.

el
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WASHINGTON .
February 17, 1945.

MEMOFANDUM FOHL
CHIP BOHLEH ,

I sugyest you send o copy of the
attached memorendum Lo Asbessedor
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rmxmmmmmmem#ﬂ-mam
Workers Unlon before the war. I have knewn him for scmetise, He was Minister
mm:mthmmmmMmtummmﬂm. He
left the Cablnet when Mikolaosyk resigned. He has had good standing in the
Polish Trade Union movement,

Stanozyk told me that the one thing that the Liberal Poles want is the
asgurance that Poland will not become & mere appendage of the USSR, At the
eame time he saya that Lntﬂligmtﬁﬂumltuthtthlrﬂﬂ'mnt
bcfﬂmﬂjtmﬂmmhhm&huhmtlﬂmm-hlﬂwmmhl
enemies on her borders. .

Mnnkmﬂmtthnmuttmufhmwhﬂnho;rmwtmm
to his group, He says that all of his liberal colleagues realize that certain
pi.rtn#l’blﬂdwillhﬂutngphlﬂktuRu.ni-l-lﬂd.ﬂutthmﬂmldmtb&

any difficulty in coming to agreement on boundaries, Appropos of the prosent
london Government from which he resigned, he said: "It is sagy to fight for
Foland from a cogy flat in London,"

From the reports he has recelved from the Underground in Poland Stancsyk
concludes that the Sccialist and Labor groups in Poland do not like the Lublin
Comm ttea, He says that the same is trus of members of the Peasant Party to
which Mikolaczyk belongs.

He further states that he fears there will be troubls if the prasent
Lublin Committee stays in comtrol. They will have to insist that all Folea,
including those now fighting with American and British troops must be disarmed,
With present temper of the Underground he fears that such a command on tha
pu.rt‘uf the Lublin Committes will lead to bloodshed, Under such circumstances
he says Rucsia 1111 have no alternative other than send in any army to atamp
out opposition in Poland,

Stanozyk is realistic sbout thia aituation and does not show any andmus
againat the USSR,

To eliminate the possibility of checs Stanosyk suggests that the U.3,,
Great Britain and Bussis agree to back a new Coalition Covernment, In this
Goverrment, he says, must be some members of the present Lublin Committes,

Sy
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are several people on this committes who would be acceptable to the
Underground and to the Soolalist and Peasant parties, He inalsts that the
inclusion of some of the Lublin people in the new Govermment is sssential
to save the face of Mosoow,

Other mesbers of the Cabinet should represent the Peasant Party and
the Socialist Party. Among the leaders now in Poland is &
rmm@mmmhmnwwhnmmmm-m
of preat masses of peopls, Mikolacxyk is also a member of this party. He
suggests thtth-hﬂddmwﬂmhd‘nuthemmtham#
the Socialist Party should alsoc be included. _ _

* Stancgyk states that if such a Cabinet were created and it was announcsd
that the U.8. and Great Britain, and Hussia recognizes it as the legitimate
Covermment it would be accepted by the great masses of the Polish people,
He addsd that if this were dons the Polish Cabinet in London would have
virtually no following left in Poland, He emphasized, however, that if this
ware done it would have to be done in a very quiet way. There should be no
public discussions pricr to amy announcement by the three governments, In
other words, the thing to be avolded is amy opportunity for pulling and
hauling for positicn by the crowd now in contrel of the London Cabinst.
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<#FICE OF THE DINECTOR March 24, 1945

Desr Mr. Fresident:

Last June when the Congress was considering the Bill to expend
the Office of War Mobilization into the Office of War Mobilization and
Reconversion, I mdvised the Committees of both Houses that I would not
remein to administer the reconversion program.

In Hovember when I again advised you of my reason for not wishing
to remain, we agreed that I should aceept the appointment as Director
of the newly created office with the understanding that T would eontime
only until ¥-E Day. This announcement wes made by you., I remind you of
thia only because I hope that having remainsd for nine months after
expressing my desire to leave, you will view with sympathy what I now
feel obliged to write.

I think V-E Day is not far distant. My knowledge of the neture
of the work now confronting the office couses me to copmolude T should
not remain longer. The office has already embarked upon the develop—
ment of & progrem of reconversion. I have organized committees com-
posed of representatives of the various sgencies which have bsen at work
for some time developing the program. In the report I shall submit to
you next week that progres will be ocutlined.

I sm comvinced that the person who is to direct the reconversion
progras should take charge of this office now. He would then have an
opportunity to familinrise himself with the plins we have made and can
modify in such manner ss he deems wigse the plans he will be called upon
to sdminlater.

Therefore, 1 tender my resignation to become effective April 2,
I fix that dete because the law rejuires a report to be filed with you
and with the Cohgress on April first and I think it my duty to file that

report.

I sincerely spprecicts the opportunity you gave me to participate
in the war effort.

With assurances of my esteem, I am

The Presldent
The White House
Feshington
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CFFICE OF THE DIRECTCH "
@Jﬂv March 27, 1945

MEMORANDUM FOR THE PRESIDENT:

Mmingturmnqhnrﬂmﬂq, I think Vinson would be the
best appo « You would have no difficulty in getting 5 com-
petent man for Vinson's post.

Iﬂputthtﬂmrﬂﬂwh‘nmtﬂﬂ.ﬂimt, all-round man
I have found in the depertments, At the game time I realise that
mmmmam-ummhmtﬂm.
tmunummm-mmmuﬂmmmm.
mmwmm,mhunmmhm-
rwmt-dutha-uhlmurtb-w. This would be particularly
true in manpower decisions, He suggests these things himself. He
has no to be aprolinted, Nevertheless, I want you to let
u-uhhhnduﬂthmmm-duhfmnh-r-tmhth-w

:
:
E

There 15 one other suggestion, in case, mp indicated in your
letter, you hesitate to trenafer Vinson at this time. Harold Smith
hee & knowledge of all depertments. He wents to muke the Budget a

Office. The Congrese has mede the Office of War Mobilization
the Flanning Office. Smith has kept advised of the reconversion
progrems of the agencies. He has been able to avold making sericus
enemies in the executive or the legislative branch.

L]

He h.u soveral able asuistents from emcng whom you could select "ﬁ
b,

4 oompetent successor. 3 ¢
I Tk : :J:.rﬁf
P |

¥ \
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