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THE WHITE HOUSE
WASHINGTON

June 30, 1944
MEMORANDUL FOR THE PRESIDIENT,

Here is the FEI report on Kailser., I
do not think 1t will be very helpful except
that it shows nothing definitely unfavorable.

The information comes from the filea
in the FBI reglonsel offices and in the wvarious
Departments. Apparently the JArmy and Havy,
in spite of their large contracts with
Kaiser, have practically nothing on him.

The complaints from the isolated work-
men ete. come, I am informed by J. EBdgar
Hoover, from the files of the various govern-
ment agencles to whom these workmen have
aent these kicks, or from the files of the
Field Offices of the FBI to whom these
people make complaints. Lr. Hoover lnforms
me that in none of these cases, all of which
were referred by the Field Cffices to the
war Frauds Divislion of the Department of
Justice, was any further action taken --
apparently investigation showing,basis there-
for. I suppose these kicks are from mal=-
contents in the organization, I am sura
that these kicks amount to nothing in the
face of the overwhelming suppert which labor
gives Kalser.

Mo independent interviews of people in
various places about Kalser were made because
it would lead to a great deal of speoulation.
Sueh inquiries, I think, would not cive us any
information other than gensaral reputation, it
depending, of course, on who was asked ==
banker or worker.

I am attachine three artieles from For-
tune about the ialser companies which cive a
sretty clear pilecture of what he does.

S. I. R.
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i Henry J. Kalser was born May 9, 1882 at Canajoharie, New York. His
- German born father, Frank John Eaieer, was a custom shoemaker and Henry was the
. only son of the four Eaiser children. Henry Ealser married Bessie Hannah
Fosburgh on April 8, 1907 and two sons have been born of this union, Edgar T.
Eaiser and Henry J. Kalser, Jr. This person maintains a home at 664 Haddon
Road and an office in the Latham Square Building, bath located in Oakland,
California. .

Ealser's parents were reportedly poor and Henry left achool at the
age of eleven to support himself and them. While in his early teens, Kalger
ran errands for a Utlica department store and later was employed by a photogra-
pher who divided his time between Lake Placid, New York, and Florida. According
to a statement attributed to Kalser, "At the end of the firet year I had a half
interest in the business (photography). At the end of three years I owned it
in full." 3Being a suceeseful photographer in Daytona Beach, Florida, Ealser
later cpened stores in Palm Beach and Saint Augustine. EKalser reportedly
abandoned photography to become a salesman for a hardware concern in Spokane
and was later employed in the same capacity by a sand and gravel firm located
in the Washington city. EKalser later became associated with a paving concern
which 4in 1913 gent him to Canada and while in that country, he i1s sald to have
invested in some secondhand mixers and a couple of teams and became a street
paver himself.

Avallable blographies reveal that from 1914 to 1930 he was engaged
in highway construction in British Colombla, Washington, Callfornia and Cuba
with his last undertaling in this field being a 300 mile, 200 bridge road
acroes Cuba's swamps from Havana to Camaguey. During the 1930'e Kalser was
chairman of the Executive Committee of S5ix Companies, Incorporated, constructors
of Boulder Dam and Parker Dam, president of Eridge Builders, Incorporated,
constructors of Bast Bay plers of Oakland-San Francleco Pay Bridge and presldent
of Columbia Construction Company, constructors of Bonneville, Oregon, Maln
Spillway Dam. In the same period, Ealser was president of Consolidated Bullders,
Incorporated, which constructed the Grand Coulee Dam.

Kaiger's pregsent industrial empire apparently had ite commencement
with the formation of Permanente Corvormtion, located in the Los Gatos Hills, south
of San Francleco, which was to furnish the necessary cement for the construction
of Shasta DPam. The firm was founded in Anguet, 1939 with Kalser as president
and turned out ite firet bag of cement on December 25, 19239. The facilities of
the Permanente Corporation were expanded during 1941 to include the production
of magnesium by the Hansgirg Process and other metals. In 1940, Ealser entered
the shipbtuilding field on the Pacific Coast and "Who's Who in America", 1942-1943,
liets him as president of the Permanente Steamahip Company, Henry J. Eaiser
Company, Todd-California Shipbtuilding Corporation and Richmond Shipbuilding

Company .



Eniser has been acclaimed for his revolutionary method of ship-
building and his epeed and efficlency in constructing vessels. One source
has described Ealser's method of ashipbuilding thusly, "Instead of having the
keels lald and the craft erected on the keel in the traditiconl way, Haiser
engineers worked out a system by which each ship is built in sections
scattered around a blg yard. When the sectlone are finished, great cranes
on tracks pick up a prow or stern section mnd lower it into place. Then
welders make 1t a part of the ahip." Esgiser has also introduced repetitive
operations among the workmen, letting one group specialize on bows, another on
tulicheade, and so forth. As an indication of his effectiveness, Ealser's Oregon
Shipyard Corporation produced late in September, 1942, a Liberty Bhip which
had required only ten daye from keel laying to launching. This record was soon
bettered by his Richmond (California) Shiptullding Corporation which completed
the "Peary" in less than five dayes.

Eaiser renortedly entered the field of airplane production in 1943
when he purchased Fleetwing Adrcraft, Incorporated. Shortly thereafter he
assumed the leadership of the Brewster Aeronautical Corporation's three plants
which possessed a $375,000,000 contract to produce dive bombers and fighters.
Although the tulk of Kaiser's plants are located on the West Coast, he haes
airplane plants, an engine plant, and a shipyard on the Atlantic Seaboard.

In sumsing up Ealser's vast network of enterprises, one source in
Cectober, 1943 stated, "Including what he manages for hie 5ix Companies
partners, Kalser accounts for around twenty per cent of the Maritime Commission
program. He owne a steel plant, an airoraft plant, ie menaging operator of
and owne the largest share of a big magnesium plant and the world's bigzest
cezent nlant.” Kalser 1s described as "the nation's most portentous industrial
phenomenon" and "indisputably the nusber one btusinessman of the hour." It was
stated further "that Kaleer's capacity for getting into something new 1s so
notoricus that whenever the Government wants to prod other industrialists inte
action, it has only to say that Henry Eaiser is interested in it."

With reference to Kalser's sone and their part in the industries,
it was stated in 1942 that Bdgar headed Ealser's shipbuilding division while
Henry, Jr., headed the cement and other operations.

The above bilographical eketch was taken from the press and pericdicals,
namely, "Current Bleography", October, 1942; "Life", April B, 1943; "Fortuna",
October, 1943; "Who's Who in America®, 1942-1943; and "Collier's Year Book",
1943.

Dr. Frite J. Hansgirg ie an Austrian chemiast who was born at Grasz,
Auvatrin, January 20, 1941. Immigration records indicate that he entered the



1 asked Mr. Hoover whether this inecident
was, in his opinion, bad. He said no = |
that it was before the war and that he
<mployed this alien to get his procesg fof
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United States on May 30, 1940 from Kobe, Japan and at that time indicated
he was of German nationality. A Military Intelligence report described
Hensgirg as & brilliant scientist, an exnerion magnesium, who hae developed
a new "Carbothermic" process for magnesium. It was stated he became as-
soclated with the Permanente Corporation of the Kaiser group in 1940.

Hanegirg was arorehended as a potentially dangerous alien
enemy on December 16, 1941 and after being afforded a hearing, the Attorney
General on April 2, 1942 ordered that this person be interned. The Attorney
General vacated this order on September 22, 1942 and awarded Hansgirg a
parcle to a member of the fasulty of Flack Mountain College, Black Mountain,
Forth Caroline. Latest available informatien indicates Hanegirg was teaching
at thie institution. The Military Intelligence renort referred to above,
which was dated June 11, 1943, indicated that Hanegirg's son was the Chief
Peychologlst of the Cerman Army.

According to information received from the State Department, Henry
J. Eaiser, the contractor and industrialiet, sponsored Dr. Hansgirg and his
wife, Josefine Maria, for immizration visas in the early monthe of 1942.
According to a renort received May 12, 1942, both Hansgirg and his wife had
been refused imnigration vieas by an Interdepartmental Committee.

With reference to Hansgirg's employment by the Kalser concern,
Hra. Hansgirg, in a letter written furing the early months of 1942, indicated
that in December, 1940 Harry Davis, General Manager of the Permanente
Corporation, apnroached Dr. Hanegirg, informing him that Henry J. EKalger
wished to negotiate with him concerning the erection of a magnesium plant
using Dr. Hanegirg's Carbothermic process. It was stated further that as
Dr. Hansglirg had become interested with another concern, he was diglaclined
immediately to be interested in Mr. Kalser's oroposal and deleyed in
complying with his wishes. The letter went on to say that shortly after
Mr. Davig' visit, Dr. Hansgirg was greatly surprised when Mr. Halser, in
Washington, D. C., called him by telephone advising in no uncertain terms
that he, Mr. Kaiser, was sveaking for the United States Government, ordering
Dr. Hansgirg to do work for his concern or elge the Government would find
methods to prohibit him from remaining in this country.

Yre. Hansgirg went on to say that her husband wes somewhat
amazed at the threat held out to him but he accented employment with the
Permanente Corporation believing such was poseibly his opportunity to
begin serving the Government. These allegations concerning Ealser's
efforte to induce Dr. Hansgirg into his employ are unsubstantiated.



The publication "Life" for April 5, 1943 stated that the heterogeneous
enterprises embracing his empire make Henry Kalser one of the nation's biggest
euployers of labor, estimated at 250,000 workers. Thie esource also commented
that Kaiser malntalns uniquely reallstde relations with hls esployees and fights
turnocver and absenteelsm by getting housdag,  recreation and medical facilities
for them. The Ootober, 1942 lesue of "Current Blography" quotes Kalser as saying,

"If you pay good wages you get good men'.

With reference to Kalser's relations with his employees, certain infor-
mation has been received. In Auguet, 1942 lr. James Donovan of Oakland, California,
an excavatlon foreman in a Kalser shipyard, advised that the shipyard was bullding
Liverty ehips under a Govermment contract. The contract, he said, was a "cost
Plus & fixed fee" basie and was therefore to the financial interest of the shipyard
for oroduction to lag and for cost to run as high as possible. It was his bellef
that both the Kaiser shipyard and Maritine Commiseion had been benefited by those
excessive costs of production. This smurce said that at all times there was &
feellng among the workers that they must not put forth thelr maximuw effort and
if they did so, they were lmmedlately warned to elow down and in most cases were
given a transfer toc another devartment. It was stated further that if the employees
tried to make suggestione to increase productlon and decreamse costs they were, for
someé reason, transferred or diecharged and told that their job was to do the work
assigned to them in the shipyard and not to try to run the office or the adminis-
trative end of the coumpany. It was indicated that as a result of this attitude
there was great dissatiefaction among the huge uwajority of the ship workers
because they felt that costa were being siy-rocketed purposely and materiale
wasted in order that the employer might make wmore profit. Donovan stated the
workers were, of course, afrald to complaln because they would be discharged and
placed on a black list which would prevent them from belng hired on other National
Defense projecte.

In December, 1542 iir. Arland Watkine, Haritime Inspector, iger
Company, Vancouver, Washington, stated that there had been g great deal of labor
trouble among the men working at the Kalser Company shipyard in Vancouver.
Watklne stated that he did not think the discontent was sufficlent to bring
about any acte of sabotmge but that the men were not satisfied with the progress
they were making in the yard and that there wae a great deal of difficulty beceause
the men belleved thai their checis had been "dogked" by the company.

Mr. Frank Stearns, an euployee of the EKalser Coupany ahipyard, Vancouver,
Washington, in January, 1943 stated there was a great deal of labor trouble in
the Vancouver Shipyard due to favoritism shown by the officials of the yard.
He stated this condition provoked the employees into anger. Stearns stated
further that at times the pay checks of the men had been found to be short which
wags & constant source of difificulty.



Allegatione were received in May, 1943 that s labor racket was belng
carried on at the Eaiser shipyard in Portland, Oregon. This racket allegedly
conslsted of an individual being brought to Oregon by the Ealser Company and then
after working for a month the employes would be laid off by the foreman and told
to report te the Union hall at which time he was adviped that there was no work
for him and thus the individual would be stranded in Oregon without finanecial
arrangenments to return home.

Mr. James P. Cook, Personnel Manager, Ealser Oregom Shipbuilding
Company, advised that his company wae recruiting men in the Bastern States and
paying thelr transportation costes to Portland, Oregon. A new employee, according
to thie individual, was told that he must Join a union before he could work in
the yard and was aleo adviged that he must repay the transportation costs which
were prepald by the Kalser Company. To effectuate this plan, thie official advised
that the Kalser Company bought the employee a ticket and the employee agreed to
pay so much a week until the ticket waes pald up. The new employee then signed
a transportation agreement to work ninety daye and if he desired to leave his
employment before that time, he agreed to pay the remaining cost of the ticket
to the Kaiser Company. This officlal pointed out that the alleged payment by an
employee was $6.00 a week until the ticket was pald up. With reference to joining
the union it was stated that all employees must join the union and pay the usual
initiation fee. In the Boilermaker's Union, American Federation of Labor, for
example, of which seventy per cent of the Kalser employees are members, it is
reportedly necessary that an employee pay his initinl fee within twenty-one days
after his employment, and if he does not make this payment within twenty-eight
days he 1s discharged by the company. It wae said that $20.00 was the initial
fee for a Boilermaker's helper and $30.00 for a journeyman. These fees, 1t was
stated, were pald entirely on the employee's initiamtive and therea was no checkoff
system in operation at any of the Eaiser Company vards. The official of the
Kalser Company mentioned immediately above stated that a 1iet of all discharged
men was made up weekly and every man who was discharged had to be interviewed through
the clearance office before he could be pald and proper clearance givem to him.
Thie official pointed out that the clearance offlce, out of necessity, had to
take the superintendent's word that a particular man was undesirable. The man
who was about to be discharged, however, was interviewed to determine if he could
be given mnother opportunity to work. Mr. Cock stated further that a.list of
all discharged employees was furnished to the Maritime Commission weekly by the
Eelser Company mnd every employee so discharged was subuqmtly accounted for
by the Ealser Company's clearance office.

Under date of March 26, 1944, Mr. W. E. McCoy, Box 41, Portland,
Oregon, pointed out in a communication that the Kaiser Shipbuilding Corporation
was letting men off "right and left". It was indicated that groups of 100 or
more men were discharged at a time and that colncidental with thls act, Ealser
had twenty-five men out over the nation attempting to recrult about 9,500 men
to go to work. Thie source indicated that the union collects £50.00 from
skilled labor and $25.00 from common labor and the source made an allegation
that, in his opinion, the company and the union were working together. Thise
source indicated that a man and wife left the employ of the Kaleer Company and
went home to Idaho and at the time of the termination of their employment

asked for thelr withdrawal cards. The company revortedly stated that these
cards would be malled to these individuals. According to this source, the
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cards were never mailed and these individuale returned to work after elx weeks
and were made to pay up all thelr back dues, presumably in the union, before
they were allowed to resume their work.

LABCE WNTICNS

According to "Current Biography" for October, 1942, Kalser, since
the Wagner Act, has conslstently gone to the Anerican Federation of Labor head-
guarters and signed contracts whenever he starts an enterprise instead of
walting for organiszers to come around. Kalser, it was sald, telleved that
labor'e troubles are elghty per cent management's fault and reportedly insisted
the above procedure was the way to handle the problem. Numerous newspaper releases
available indicate that contracte of the above nature provoked a jurlsdictional
dispute between the Auwerican Federation of Labor and tlhe Congress of Industrial
Organizations which coumenced during the latter months of 1942 and continued
through the greater part of 1943. The contracts involved were revortedly
entered into in 1941 between three Kalser concerns and the American Federation
of Labor whereby the union was granted a closed shop and recognized as the
bargaining agent for the employees. According to these accounts, the Congress
of Industrial Crganizations declared the contracts 1llegal and sought recognition
ae bargainlng agent.

In this connection, an unindicated newspaper mccount dated October
14, 1842 and captioned "Congress of Industrial Organizations attacks Eenry
Kalser - Hacket Unioniam Charged in Yarde", stated that Henry J. Kalser, "Miracle
Han" of shipbullding today stood accused of "racket unionism" and "inefficlency"
by the Congress of Industrial Crganizations Industrial Union of Marine and Ship-
bullding Workers. The union claimed that Kailser workers were forced into the
Acerican Federatlon of Labor without a chance to vote in a collective bargaining
election and asked the Natlonal Labor Relatlons Board to lesue & complaint. It
was stated further that in a letter tc the Board, an official of the union charged
that “the collusive closed shop mgreement at the Ealser yards extorte excessive
permit fees and duee from Kalser workers resulting in low morale which impedes
efficlent production of ghips - this notwithstanding the supposed record set
by Ealser®.

According to newspaper releases issued at a later date, the National
Labor Eelations Board on November 19, 1942 issued a complaint against the
Oregon Shiptuilding Corporation, the Vancouver, Washington, and Swan Island,
Cregon, yarde of the Xalser Company, charging the firms with engaging in unfair
labor nractices in amssisting sixteen American Federation of Labor Unions recrult
members. It was sald that the shipyards involved entered & closed shop agreement
with the metal trade unions nf the American Federation of Labor in 1941 when
the yards had only a handful of employees and no election had been held teo
determine the collective bargaining agent. These newspaner sources indicated
the commlaint wes based on charges filed by the Congress of Industrial Organi-
zations with the Yational Lahor Relations Board.



Following the issumnce of the complaint and during the tize the
¥ational Labor Helations Board wae holding hearinge in connection with thia
aatter, numercus charges and counter-charges were reportedly made by the
unions involved and the Eaniser induvstries. For example, the December, 1942
iseue of "Peoplee World" in an article captioned "Charge Ealser Picke Union
for Workers", date lined at Sgn Francisco, indicated that a Congress of
Industrial Organizations organizer, George Smith of the Congress of Industrial
Organizations Industrisl Union of Marine and Shipbuilding Workers, in a
deposition glven in the presence of the Reglonal Director of the Natlional Labor
Helations Board stated the Kalser management at the Oregon Shipbuilding
Corporation offered to "gew up" the yard for the Congress of Industrial Organ-
izatlons at & time when there were only sixty workers in it and twenty-four of
them belonged to the Congress of Industrial Organizations. This promise was
reportedly made by Ed Haeiser. Smith then renortedly testified that when more
men were hired, the Kalser mansgement, though still insistirng there was no labor
union, forced the new recrults to go to the American Federation of Labor for
clearance and, therefore, the American Federatlion of Labor under such an
arrangement gained control. Continulng, the article stated that at one time
vhen Xalser admitted he needed men, Smith and another organizer for the Congress
of Industrial Organizetions signed un 1,200 members to go to work and Kalser
sent them all to the American Federation of Labor to get permits. It waos al-
leged further that when Smith and the other organizer called on Ed Ealser and
showed kim Congrese of Induvetrial Crganizationes cards of experienced men who
could be hired directly through the Congrees of Industrial Crganizations, Eglser
rejected them all as inexperienced.

The Hew York Times for January 15, 1943 carried an article bearing
a date line at Portland, Cregon and captloned, "Congress of Industrial Crgani-
zatione Alde Attacks Xalper over Radlo - John Green Saye Signing of Contract e
with American Federation of Labor Union Was Preach of Falth". According %o =
the news account, John Green of Camden, New Jersey, International President of
the Indnstrial Union of Marine gnd Shipbuilding Workers of America, in a radioc _
addreses charged tliat faith was broken when Henry J. Kalser shipyarde in the
Portland ares sisned a closed shop contract with the Anmericarn Federation of
Lgbor. It was stated further that Green was to appear the following day as a
witness before the Natlonal Labor Relations Foard 4n a hearing of 1ts unfalr
labor practices case against the Oregon Shipbtuilding Corporation, Kalser Company,
Incorporated, and a yard in Vancouven Washington. e

The article reflected further that OGreen mlsc said that early in 1941
before the master agreeaent had been reached, 1t was understoocd by laber,
management and Government representatives at a conference in Washington that
W¥ards where the Congress of Industrial Organizaticns and the American Federation
ef Tgbor did not have collective bargaining agrcements would sbide by any zone
standards arrived at in the San Tranclsco conference (held shortly before) until
such time as the empleyees in the plants hed designated thelr bargaining agents”.
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The falth was broken, Green sald, when "Suddenly the American
Federation of Labor avppeared with a closed shop contract with the Oregon 8hip-
tuilding Corporation, a closed shop contract when only sixty-six men were in
the yard, when sixty-five of the sixty-six had filed a petition which 1t le
claimed gave the right to the boller makers to claim tribute from the 65,000
now slgned over %o them".

Green then reportedly called production at the Oregon Yards great
records, adding that he had no wish in any way to lessen the lmportance of the
contritution which Ealser had made but that he thought the publie should kmow
that other shipbtuilders who had not publicized their records had egually goed
ones.

In a further blast at the Ealser-American Federation of Labor contract,
John Oreen, according to an article in the Washington Time s-Herald for March
26, 1943, testified before the Senate Truman War Investigating Committee charging
that extravagent pralse of the high production record at the Henry J. Kaleer
West Coast shipyards had been used as an excuse for unfalr and undemocratic
labor relations. Green stated that Halser's admitted achievements were blown
np into miracles and his failures were played down or suppressed. Then the
question was broached, "Has the Maritime Commission revealed all the instances
of Halser-built* shipse cracking up?!" Green was apparently alluding to a recent
in¢ident at the Kaiser Yards when a partly finighed ship split in two. Green
also alleged that at least fifty per cent of Kalsers work was "ballyheo". The
article concluded with an allegation by Green that the unfalr labor practices
as evidenced in collusive agreements between the company and the American
Federation of Labor do serious damage to workers morale.

At the same time the Congress of Induetriapl Organizations was secking
recognition as bargaining agent for the employees in Kaiser West Coast Ship-
yards the American Federation of Labor defended ite contract. According to a
press release dated December 13, 1942 in an article concerning the dispute,
it was stated the American Federatlon of Labor Metal Trades Demartment had
pledged its entire resources in the fight and had assailed the National Labor
Relations Board for disturbing an amlable relationship. The article reflected
thzt the American Federation of Lebor contended that vital ship production
would be reduced if the contracts in operation were set aside and a collective
bargaining agent ordered as the Congress of Industrial Organizations desired.

In a subsaguent statement carried in the press John PJrey, President
of the Yetal Trades Department of the American Federation of Laber gave notice
that his organization which held a master contract with West Ccast shipyards,
was prepared for a finish fight to keep its supremacy on that side of the
continent. TFrey remortedly stated that the Metal Trades Department would not
tolerate the National Labor Relatlons Board's use of "discriminating authority
under the Wagner Act to write us off the books". He continued that 1f the
¥ational Labor Felatione Foard persigted in "ita evident intent" as he saw 1t



in the present unfalr labor practicee complaint which it issued sgalnst

three of Henry J. Kalser's shipyarde, the result would be the opening of

doors from one end of the Pacific Coast to the other to the most far-reaching
conflict between the American Federation of Labor and the Congress of Industrial
Orgenizations than could be imagined.

According $o other newspaper accounts, namely the "New York Times"
for January 26, 1942, and "P. M." for January 21, 1943, the American Federation
of Labor Union demanded that the National Labor Relations Board hearing be
halted. The former newspaper indicated that more than fifty local unions and
metal trade councils reported to represent 300,000 West Comst workers had
gent letters to President Roosevelt and Congress threatening to withdraw thelr
"No Btrike" pledge if the National Labor Eelatione Board persisted in pushing
ite unfair labor practices case against Henry J. Ealeer shipyards in the Portland
industrial area.

. During the controversy the Kalser interests defended its contract and
eought to have the entire matter removed from the jurisdiction of the Natlonal
Labor Relations Board. According to the "Washington Post" for December 17, 1842
Eaiger's attorney appearing before the National Labor Helations Board made a
motien asking for a change of venue to the War Labor Board stating that two
members of the former were prejudiced and had made up their minde that the
Eaiser firme were gullty of violating the Wagner Act. "P. M." for January 7,
1943 indicated the Board ruled against this motion. »

Through other press releases 1t was learned that Ealser, after
fallure to have the proceedings removed to the War Labor Board, challenged the
right of the National Labor Relatione Board to intervene. He asked that an
injunction be issued against the Natlonal Labor Relations Board and its agents
from proceeding with the hearing. In thies connection, the "New York Times"
for February 4, 1943 in an article entitled "Stay in Eaiser Case Denied"
reflected that the court declined to grant an injunction to halt the National
Labor Relations Board hearing of Congrese of Industrial Organizatione charges
againet the Henry J.Kapiser shipyards.

This jurisdictional dispute apparently came to a concluslon in
August, 1943 when the Congrees of Industrial Organizations dropped ite campaign
to upeet the contracts in exlstence between the Ealger interests and the
American Federation of Labor and to galn recognition as the bargaining agent
for the Kaiser intereets. An artiele in the "New York Times" hearing the
date line of Auguset 1, 1943, at Portland, Oregon, gave a statement of a
Congrese of Industrial Organigations official to the affect that a bill
recently enacted by Congress barred the Congress of Industrial Organisations
from the yards by providing that laber contracts in operation ninety days
or lenger could not be set aside by the National Labor Relations Board.



INCIDENTS REGARDING KAISER-BUILT PRCDUCTS AlD SHIPS

According to the records of one of the investigating agencies, at approx-
imately 10:30 p.m. on January 16, 1943 the 88 Schenectady, an oil tanker without
carge, while moored in the lagoon at the outfitting dock, Kaiser's Swan Island
Shipyard, Portland, Oregon, broke in two. The break occurred Just aft the amidships
deckhouse and the deck plates were sheared completely as was the shell on both sides
of the ship. It wae sald the break tapered to the bottom and to the keel structure,
which structure remained intact, allowing the stern and the bow to rest on the bot-
tom of the lagoon. It was stated further by the investigating agency that the break
occurred in the fabricated steel rather than at any welded joints. The estimated
value of the 53 Schenectady was between four and five million dollars and the esti-
mated cost of repair was five hundred thousand dollars. There was no indication that
sabotage was the cause of the incident.

On January 12, 1943 a newspaper article appeared in the Washington Star
indicating that the giant tanker Schenectady, first to be built at the new Henry
J. Kaiser Swan Island Shipyard, cracked open and sank while lylng at dock for
outfitting, It stated that the 16,500-ton vessel had completed its trial run with-
out fault the previous Saturday and had been turned over to the Maritime Commission,
The article further related that the only plausible theory, with respect to the
damage, came from unofficial sources who said a recent flood might have piled a
sand ridge under the dock and the ship might have broken its keel on the ridge as
the water level dropped.

On March 18, 1943 the Washington Star newspaper carried an article re
the 53 Schenectady entitled "Tanker Crackup Laid to Sacrificing Good Welding for
dpeed" which indicated that the American Bureau of Shipping, one of the three agencles
investigating the crackup of the SS Schenectady, blamed the mishap in part on what it
termed sacrifice of good welding for speed and lack of sufficient trained personnel,
The article further related that Henry J. Kalser, yard owner, said on March 10 that
he thought the splitup was due to the very low ylelding point of some of the stesl
used., He reportedly said that the steel did not part at the welded seams but betwsen
the S8AmS,

This article further quoted the report of the American Bureau of Shipping
by stating that there wers "insufficient numbers of trained, experienced welders and
shipfitters available for the job at the rate of production maintained and an in-
adequate mumber of skilled welding supervisors with the necessary knowledge of the
basic elements of good welding practice to exercise proper control over the welders,"

In an article dated March 27, 1943 appearing in the Washington Star news-
paper indicating that the 5SS Schenectady was again ready for launching, it was stated
that Mr. 8. H. Graf, professor of Mechanical Engineering at Oregon State College, who
investigated the break-up for the American Bureau of Shipping concluded that the
"most serious and responsible cause" was "very poor ty stesl." However, the
article further indicated that Mr. Lester Perry, President of the Carnegie-Illinois
Steel Corporation, which supplied part of the materials for the Schenectady, told a
Senate committee in Washington the previous Tuesday that he doubted whether the
quality of steel plate figured importantly in the disaster.
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With further reference to the statement of Mr. S, H. Graf as set out in the
above newspaper article, the Report on the Mstallurgical Aspects of the Tanker
Schenectady Failure as prepared by the American Bureau of Shipping stated "no doubt
the quality of welding in this ship is a factor in its fallure, but without question
the poor quality of steel is likewise an important factor. In the writer's (8. H.
Graf) opinion, no one can say that-either factor is the sole cause.m T 2

It will be recalled that in a earlier paragraph John Green, President of
the International Union of Marine and Shipbuilding Workers » in appearing before the
Senate Truman War Investigative Committee broached the question "Has the Maritime
Commi selon revealed all of the instances of Kaiser-built ships cracking up?" Green
was apparently referring to the instance of the 33 Schensctady. .

According to the March 26, 1943 issue of the New York Herald Tribune,
Kaiser reportedly replied to the accusations made by Green and said "Mr, Green knows
that the question of cracking of ships is involved in many yards. I am informed
that the shipbuilding companies owned by the steel companies themselves have had
mjnr“cmuka in ships and we, likewlse, have had some others which have been minor
onea.

With reference to construction it is understood that cne of the methods
used by the Oregon Shipbuilding Corporation was to hang the entire shell and then put
& large mumber of welders on the ship in one operation without paying much attention
to welding sequence. It has been reported that sometimes & ship goes as much as
#ix inches out of line. In addition to longltudinal alignment the bows and sterms
lift. Some individuals have stated that apparently in this process not much thought
is given to the tremendous stress developed because of the method used., Also it has
been stated any distortions or buckles which result are left without much attempt to
correct tham, '

With further reference to the construction of ships in the Kaiser Yards,
Maritime Commission Inspectors in the Portland, Oregon and the Seattles, Washington
areas have reportedly stated that undoubtedly some of these ships would crack under
strain but it was due to the approved means in which they were constructed rather
than deliberate deficient workmanship.

On December 23, 1942 information was received that eight attempts had been
made to damage electrical equipment on Iiberty ships being constructed by the Kaiser
Company Vancouver Washington Shipyard. The repart of the investigating agency
indicates that repairs had been made to the damaged eguipment and all ships had de-
parted from the Yard prior to the receipt of this information. Therefore a complete
inquiry into this matter was precluded.

On November 13, 1942 at 4:00 p.m. a fire broke out in Dormitory "D" at the
Kaiser Shipyards in Vancouver, Washington. The building was erected at the direction
of the Maritime Commission on property owned by Kalser. The fire resulted in an
estimated damage of four hundred thousand dollars. Several bodies were recovered and
elghteen persons were hospitaliged as a result of the fire which broke out in a linen
closet of the bullding, A report avallable in connection with this fire states that
this fire evidently started in rubbish in & cardboard container and there was no

evldence of sabotage.
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In April, 1943 it was reported by the Office of Naval Intelligence that
LST-467, a combat vessel of the United States Navy built at the Henry J. Kaiser
Shipyards at Portland, Oregon, was shown to have defective comstruction during its
shakedown cruise in San Diego. During the cruise the Commanding Officer of LST-L67
noted five items of alleged defective construction which were listed as follows:
1. A block of wood was allegedly found in the sanitary line,
2, The threads were found to have been stripped on the screws holding a con—
nection on a hot water line. :
3. The threads were found stripped on certain screws holding wires operating
the steering gear.
4. The angle irons holding one side of the vessel were said to be short.
5. The deck was sald to leak.

The files of the investigating agency revealed no indication of sabotage
with respect to the defective construction and it was stated that the defects re-
ported were common in this type of vessel.

In addition to the above, other information indicating possible acts of
sabotage in the Kaiser Enterprises is available. It has been stated, however, that
a thorough investigation into these matters by the appropriate government agency
failed to substantiate the allegations that sabotage had been committed,

ALLEGED TIONS AT KAISER HISES

Mr. James Donovan, 205 Athol Avenue, Oakland, California, an excavation
foreman at the Kaiser Shipyards advised, in August of 1942, that a coffer dam in that
shipyard was not properly constructed and leaked after it was finished. He said
that as a result, it took continuous work by a large maintenance crew to keep the
dam repaired, thus cauaing the employment of fifty men every day for three months
and the use of several trucks in hauling clay to make the dam tight, He pointed out
that the dam was constructed of ccarse rock throughout and that no clay or fine rock
was used in its construction. Subsequently, he said approximately three million
yards of clay were hauled to pateh up the dam. Donovan sald that it does not seem
possible that this could have been an honest error in construction as most every
person familiar with construction work knows that such a dam could not be built of

only large stones.

This source pointed out further that the job of hauling clay and rock to
tighten this dam necessitated the hiring of trucks through several trucking
companies under a so-called "S. A. agreement" whereby the trucking company would
furnish the drivers and the trucks, receiving a certain sum by the hour. This source
said that although the trucking company furnished the personnel to operate these
trucks, the drivers received their checks directly from the Kaiser Shipyards; that
the trucking company agreed to hire and fire all employees engaged in this trucking
project at the direction of the Kaiser officials. This source intimated that since
the trucking company was paid by the hour instead of by the load, it was to the
company's advantage to haul as little as possible and to make the job last as long
as possible. He sald that it was common knowledge that all the drivers did as



1little as possible on an eight hour working shift and that these drivers were never
discharged but would be changed to another shift when a complaint was made against
them. This individual pointed out that the truck drivers ran the entire job exactly
as they desired and on many occasions pulled their trucks into a dark corner of the
shipyard and went to sleep. On seweral occasions a truck was reportedly parked
across the road to cause a traffic jam, It was & common practice, according to the
information received, for drivers to check their trucks in for the "swing shift" and
then without hl.uling a single load, drive their trucks to the nearby cities of Rich-
mond, Berkeley or El Cerrito. In 't.nking this action, the driver would remain off tie
job, it was said, for the emtire shift and then return in time to check out and turn
the truck over to the driver on the next shift. Often times, it was said, five or
six trucks were driven behind railroad boxecars where the drivers engaged in "crap
games" and other forms of gambling for several hours at a time. It was pointed out
that the drivers of the ®graveyard shift" would often times check in, park thelr
trucks in groups, and then dare anyone to wake them up or bother them. He said that
a driver would sometimes be discharged from cne shift and would come back the next
day with a clearance from the Teamsters Local No, 315 showing that he had been cleared
from the former charge and that he must be rehired. It was pointed out that a system
was evolved whereby a truck would be loaded and sent several hundred yards out to
empty the load and on the way back i1t would pick up clay to be used in the repair

of the dam, Under thisgystem, trucks were hauling a lcad in both directions thereby
speeding up work, After three shifts, the drivers allegedly returned to the old
system of hauling only one way because they had been reportedly directed to abandon
the efficient system by the union officials and the Kalser officials. It was sald
that a record was kept of the number of loads hauled by trucks on the job and that
both the Kaiser Company and the Maritime Commission Cnnt. Department subsequently
kept an accurate record of this.

Donovan also reported that during the construction of the concrete walls of
Basin No. 2 of the shipyard, there was an error made in the placing of the form on
the wall. This basin was 300 feet long, 40 feet wide, 35 feet high and the walls
were 1% inches thick. In laying the form, it was said that the outer edge of the
form was laid on the marker instead of the inner edge. Subsequently, the concrete
was poured and later due to the misplacing of the form, the wall was set in 18 inches.
This reportedly made the basin 38% feet wide instead of 40 feet. It was pointed out
that there was at least six feet clearance on each side of a ship when placed inside
the basin, yet when this 18 inch error was discovered, the entire wall 300 feet long,
already half completed, was torn out, Thereupon, it was said, the concrete and steel
reinforcements were dumped into the sea. It reportedly took forty carpenters ten
days at three shifts a day to rebuild this form and it took iron workers three days
to replace the reinforcements as well as a concrete gang two full shifts to pour
the concrete. The source who made this information available indicated that this
was the result of gross negligence or that the whole thing was purposely done. He
sald that whatever the reason might be for the error, there was no necessity for
tearing out the wall and wasting the material inasmuch as an 18 inch error did not
decrease the value of the basin as it made no difference whether it was a 5 foot,
3 inch clearance or a 6 foot clearance on each side of the ship.



It was said by this source that the Drilling and Blasting Division of the
shipyard was at all times in need of jackhammer and wagon drill men. It was said
that although there are thousands of experienced men applying for jobs only a few
could get such jobs at the shipyard. Experienced men from the gold mines of
California were hired initially as laborers and were forced to ge to work wherever
they were placed. Thers was no attempt, it was pointed out, to let a man work on &
Job with which he had experience. Tt was alleged that any time an experienced man
made & suggestion to speed up production, he was transferred or discharged on the
pretext that he was hard to get along with or that he talked back to his superiors.
Also, it was said, these men might be transferred to a Job which was too big fc_rr
them or into a field into which they had no experience in order that there might,
be a reason for their discharge on the grounds of inefficient work. Tml
Division of the Lepartment of Justice declined any action on these co ts.

A clipping from an unknown newspaper which was furnished by an Anonymous
source in November, 1942, and captioned "CT0 Attacks Henry Kaiser - '"Racket Unlonism!
Charged in Yards", read in part;

"Henry J. Kaiser, 'miracle man!' of shipbuilding, today stood
accused of 'racket unionism'! and "inefficiency' bty the C.I.0.
Industrial Union of Marine and Shiptuilding Workers.,

"The union claims that Kaiser workers were forced into the
AJF.L. without a chance to vote in a collective bargaining
election and asked the NLRB to issue a complaint, So far no
complaint has been issued,

"Philip H. Van flelder, national secretary-treasurer of' the
I.U.M.S.W., yesterday protested the delay in a letter to the
board charging that the 'collusive closed ship agreement at
the Kaiser yards extorts excessive permit fees, initiation
fees and dues from Kalser workers, resulting in low morale
wid ch impedes efficient production of ships--tnis notwl th=
standing the supposed record set by Kaiser,!

™As you doubtless know,' Gelder's letter went on, 'the man
hours per ship in the Kaiser yards are considerably higher
than in other yards doing similar work,n

Mr., Arland Watkins, Maritime Inspector, ‘Kaiser Shipyards, has stated that
any person in the Yard could have accesa to the Kaiser Company Ships which were being
constructed or which were lying at the doek in the Shipyard, He indicated that many
times when he had gone into a room in one of these ships, there were &8 many as
fifty men working there with no one paying any attention to the other. It was Mr,
Watkins' opinion that because of this laxity, it was Very easy for somecne intent on
sabotage to destroy equipment in the Kaiser Shipyards,

Informition which was received in the early months of 1943 indicated t
the Kaiser Shipyards were recrui ting manpowsr nxcluﬂwly from the Fast and 1t ::t
said that few of their employees were dctually experienced in the shipbuilding trade,
Further, it is understood the Kaiser Company at Vancouver, Washington did not question
& man because of a criminal record and the theme of the whole Kaiser Company was
apparently "ships and more skdpsn,

On March 23, 1943 an article appeared in the Portland, Oregon Journal
ftating that while the Halser Shipyards of the Portland area continued to launch
ships in a record-breaking time, eriticism of excess labor in the yards was being
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received from many places. The article related the story of one ilbert Reibe who had
stated that he was employed for twenty-four days in the Swan Island yard of the kaiser
shipyards and that all he did was loaf the entire time. Reibe reportedly related that
he became so fed up with this loafing on a job which paid ;1.32; per hour, with time
and a half on Saturdays, that he guit and returned to his home town in Minnesota.

The article furtier pointed out a statement which Heibe made to a newspaperman
as follows:

"There are 25,000 men employed in this one eight-way shipyard but a
thousand men who are willing to put in the kind of work necessary could ac—
complish just as much. It Jjust about turns a man's stomach to know that such
conditions exist while a war is being fought. . never put in such long days
in my life. e would stand around or sit and talk hour after hour. 'The
leader told us if we saw anybody coming with a white collar on to move about
as though we were working, which we did. I am positive that the gang I was
on never put in more than fifteen minutes of work in any eight hour day that
I was there."

Mrs, Clara \/iedberg, San Francisco, California, an employee of Fichmond
Shipyard Ne. 3, Richmend, California has advised that the Richmond Shipyard ko. 3
was using welding rods known as Sureweld rods which were manufactured by a subsidiary
concern. This individugl stated that the rods were unsatisfactory and that many
employees of the shipyard who used them had complained of this fact, She further
stated that although the use of this rod was unsatisfactory, these employees were
reluctant to complain about it as they felt they would be transferred or discharged
if they did.

In Auvgust, 1943 ur. Perry C. Hursh, Vancouver, ijashington, reported that on
occasions in the past six months there had beea noticed numercus plectures and writings
drawn with chalk paint on hulls of airecraft carriers at the Kaiser Aircraft Company,
Vancouver, Washington. It was indicated that most of these drawings were signed
"J, B King." The informant further indicated that considerable loss of time was
entailed by employees of the Halser Company in eliminating such plctures and drawings
and he estimated that five hundred dollars per boat was added to the cost because of
such additional work. Along similar lines Lr, Ralph W. Smith, Vancouver, Washingten,
reported that damage amounting to betwsen fifteen thousand and thirty thousand dollars
had been done to ships under censtruction at the Vancouver shipyards of the Lalser
Compamy, Incorpcerated by the writing of the name "J. B. King" upon such ships. These
writings and drawlngs were reportedly made with grease, wax crayon and lipstick.

The publicatiocn "Business Week" for September 5, 1942 stated that the Qffice
of Price Administration had charged Kaiser Campany, Incorporated with viclation of
Cffice of Price Administration prices by purchasing five hundred, four thousand pounds
of steel from Bullders Structural Steel Company, Cleveland, Chio, in less than carload
lots whereby five thousand, two hundred and ten dollars were paid for the steel over
the authorized price. X

In connection with this violation the files of the (ffiee of Price Admin-
istration reflect that on August 26, 1942 Office of Price Administration attorneys Amos
Coffman and James Gruener, while conducting an investigation at the Bullders Structural
Steel Company, Cleveland, Chio, on a charge of the Higgins Beat Company purchasing on
the black market, discovered that the Builders Structural Steel Company sold five
hundred, twenty-one thousand pounds of steel at a dollar per hundredwelght over the
ceiling price. This steel was sold to Kalser Company, Incorporated of California.
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It was also discovered that Bullders Structural Steel Company had also offered Kaiser
Company, Incorporated, two hundred tons of stesl at one dollar over the cedling,

On August 27, 1942, Judge Hobert N. Willkin of the Northern District of Ohio,
Eastern Division, signed a temporary restraining order enjoining defendants, Builders
Structural Steel Company and Kaiser Company, Incorporated, from further violating price
schedule No. 49....resale of iron and steel products., The complaint alleged that Builders
Structpral Steel Company sold approximately five hundred, twenty thousand pounds of steel
to the Kaiser Company, Incorporated, above ceiling price set out in schedule No. 49, It
stated further, that on September 5, 1942, Judge Wilkin signed a consent decree enjoining
defendants from further violating price schedule No. 49. Also on October 9, 1942, Judge
Wilkin signed a consent decree permanently enjoining Builders Structural Steel Company
" from further vioclation of price schedules No. 49 and No. 6. Price schedule No. b is
reportedly similar to No. 49.

Other information appearing in the Office of Price Administration files indicated
that in a letter to the Builders Structural Steel Company dated December 17, 1942, the
Office of Price Administration Regional Office at Cleveland, Ohio acknowledged receipt of
the Builders Structural Steel Company's letter dated December 10, 1942 and the enclosed
check in the sum of §1,048.80 drawn to the order of the United States Treasury. The check
was reportedly accepted as a voluntary contribution to the United States Treasury, the
face thereof equalling the overcharge by Builders Structural Steel Company in excess of
the maximum price established. This same letter acknowledged receipt of a copy of a credit
memorandun dated December 8, 1942, issusd in favor of the Kaiser Company, Incorporated, in
the sum of $5,087.17 to adjust charges within maximum prices provided in price schedule
No. 49 on material shipped to Kaiser Company, Incorporated on numerous invoices,

An official of the Office of Price Administration explained that at the time of
the above viclation the Office of Price Administration did not have the power to force
companies to pay fines because of viclations. It was said the "voluntary contribution"

,was an act on the part of Builders Structural Steel Company to right themselves with the
Office of Price Administration. In this suit Kaiser Company, Incorporated was sntered
as a purchaser and because of their position, no action could be taken against them
by the Office of Price Administration. The conditions existing at that time only
allowed the Office of Price Administration to proceed against the seller.

In the files of the Office of Price Administration on this same case was a
report from the Regional Director in San Francisco in the month of Septamber, 1942,
stating that it had been reported to them that iron and steel scrap was being shipped
and covered a considerable quantity of usable steel plates. The shipments originated
in the yards of the Oregon Shipbuilding Corporation (Kaiser owned), St. John's Plant,
Fortland, Oregon and were shipped to the California Scrap Company at Pittsburgh or Oak-
land, California.

Also reported by the San Francisco Office of the Office of Price Administration
was the Hichmond Shipyard No. 1, Permanente Materials Corporation, at Richmond, California,
(a Kalser enterprise). It was alleged that Gardner Manufacturing Company of 2707 Union
Street, Oakland, California, connived so that bids of the Gardner Company were always
accepted by Hichmond Shipyard. The Gardner Company manufactured and sold nuts and bolts.
They were reportedly the only bidder for the Richmond Shipyard business; the two other
bide being faked.
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MISCELLANEOUS

A confidential source reported on March 18, 1943, that Henry J. Kaiser,
Fresident, Richmend Shipbuilding Corporation, was a member of the Board of
Trustees, a Director, and President of United Seamen's Service, Incorporated,
which was organized in Angust, 1942, as a nonprofit corporation under the Laws
of the State of New York, to be a welfare organization for merchant seamen.

A mumber of individuals employed by this organization were said to be active
Comrunists. This source alleged that Joseph Curran, President of the National
Maritime Union, and Vice Fresident of the United Seamen's Service, Incorporated,
had endeavored to cbtaln employment in the United Seamen's Service for a number
of "well-known Communists"j; that the National Maritime Union had endeavored to
deminate the United Seamen's Service with the result that Henry Lundberg,
President of the Seafarers International Union, had recently resipned as
Mrector of the United Seamen's Service; further, that high ranking officials
of the United Seamen's Service at its headquarters were drawing excessive
salaries and that this Service was expending money on unnecessary and useless
rrojects. It was also reported that Kalser, at one time, submitted his
resignation as Fresident, but later withdrew it temporarily at the request of
Captain Edward Macauley, Deputy War Shipring Administrator.

In MNovember, 1943, the Honorable Robert A, Grant, member of the Naval
Affairs Committee of the House of Representatives, Washington, D. C., conducted
hearings in Sm Diego, Galifornia, in connection with a Congressional investi-
gation of the Brewster Aeronautical Corporation of Leng Island, New York; Newark,
New Jersey; and Johnsville, Pennsylvania. lr. Charles Albert Van Dusen, former
Fresident of the Brewster Corporation, and at that time consulting engineer with
offices at 2706 Lypton Street, San Diego, California, testified and, among other
things, he stated that in March, 1943, he had a conference with Henry Kaiser in
Hew York City, at which time Kaiser informed him that he, Kaiser, had arranged
with the voting trust of the Brewster Aeronautical Corporation to take over the
plant, and that he felt he had sufficient influence in Washington to cbtain the
materials, money and tools necessary to make Brewster a poing concern. According
to Van Dusen, Kaiser wanted him to stay as President of the Company, but Van
Dusen refused to do so. It was further indicated that this conference with
Ur. Kalser resulted after I'r. Van Dusen received a call from an official in the
Navy Department requesting that he meet Yr., Kaiser in New York for the rurpose
of discussing the matter of the plant being taken over by lr. Kaiser.

Little information is available regarding Kaiser's political af-
filiations, however, "Current Biography" for October, 19L2, stated that Kaiser,
althouch he had been the executor of many of the New Deal's bipgest projects,
nevertheless voted for Willkie in 1940 and refused to contribute to sither
party.

Mr., Faiser is a member of the Episcopal Church.
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1 THE JOB BEFORE US

“The biggest job in the world is that of President of the United States.
The higgest job before the 1.5, this month is one that only the President
can do, The job has been put off but it cannot be put off much longer.
The job ia this: to purge the present War Administration, which contains
too many bunglers, too many Pollyannas, too many waverers, and too
people; and to replace it with the instruments of Total War,”
m“l‘“{d statement appeared on this page eleven months ago. Eleven
precious months have passed and we still have a war management
whose personnel is weak, whose internal morale is disheartening, and
whase organizational lines of authority are o nightmare, £'I:: iﬂ.:u 0
long and so generally predicted is now wpon us. And the it is
n:suhmltuﬂ, l:tﬂﬁ-mfmﬂ:’:hﬂlm afford us little com-
fort. Wa can tnke defests in baitle because we know we can win the
hnhﬂhﬂmnmﬁnhhuhuhulmhhm&uﬂ.
the ultimate source of our war-making energies, remnins resolute and
preductive. At this writing the home front is still deteriorating at an
aceelerating rate.

It is deteriorating most rapidly in food, The Inteness of the season,
floods, the labor shortage, the feed shortage, and shortage of intelligent
farm policy and administration in Washington are conspiring to malke
food the most critical sector of our entire war effort. Yet there are three
other sectors no less pressing if less immediate—the question of civilian
supply, the labor-manpower mess, and the whole area of prices, inflation,
and fiscal policy,

Why is this home-front muddling allowed to go to the point where
it threatens our military striking power? The defects of our war argani.
zation have been analyzed month after month in the entire 1.5,
The titles of some of the articles that ForTuwe has published in the
past two years are suggestive, On food: “So Food Will Win the War,
Eh?" (June, 1943), “Cattle and Confusion” (April, 1943), “Food
Hationing: The Time Is Now" (December, 1942) ; on civilian supply:
“Concentration or Confusion ¥ Janunry, 1943} ; on manpower: “Whose
Manpower?*" (January, 1943) ; on fiscal policy: “Inflation Can Still be
Checked” (Maseh, 1943), “Price Fixing In Not Enough,” by Marriner
5. Eccles [August, 1941).

A temporary collapse on the hame front probably would not lose the

“With confidence in our frmed forces, war. But it might 1 : i
bounding detsrmination : prolong it. To have prolonged it by & day, even by
::;:,;.*_,n;'*muﬂ:{ an hour would be a terrible thing to have on one's conscience. And
triumph. So s God." if some of the peaple engaged in the Battls of Washington occasionally o
FLANELIN & NODSNTELT, DEC. &, 1941 remembered that 288 Americans were killed on the eleventh of

November, 1918, perhaps they would have less stomach for confusion.
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THE EARTH MOVERS I

BEGINNING THE EPIC OF THE SIX ['IIJMPANIES OF THE WEST

GROUP of West Coast men assembled one morning at the

Engineers Club in San Francisco. ( This was twelve years
ago—in February, 1931.) They were all contractors, attended
by their engineers, lawyers, and financial men. Two were aging
Mormons who had graded the roadbed for the Western Pacific
when it went through Utah. Two others mixed railroad work
with general contracting. One specialized in sewers and tun.
nels, one was a bridge builder, one a building contractor, and
one—Henry J. Kaiser—a sand, gravel, and paving man,

These men came together to do collectively what they could
not do individually: to set up an organization to bid in and
build the huge dam on the Colorado River now called Boulder.
Among them were the most ]mwn‘rrful contractors in the West
but by industrial standards they were far from rich. It was
impossible for them to scrape together the 88 million in work-
ing capital that the surety companies first demanded as a con-
dition for underwriting the job, The figure was finally reduced
to $5 million. Even this strained their aggregate resources
to the limit.

The most important outcome of that meeting was a loose
confederation of builders and earth movers called Six Com-
panies, Inc. Between 1931 and 1936 this group started and
completed Boulder Dam, the most spectacular single construc-
tion job of the American depression years and, at that time, the
biggest dam on the face of the earth. Had these been ordinary
contractors they would have been satisfied to divide their fat
profits and let the alliance fall apart. Instead they stayed
together. Between 1933 and 1942 they went on to build the
Bonneville dam and powerhouse on the Columbia River; they
took over and completed Grand Coulee on the same river; and
they sank the great piers for the famous Bay Bridge between
San Francisco and Oakland.

Boulder was & $49 million job. The Six Companies’ share of
Bonneville, Grand Coulee, and the Bay Bridge was nearly
869 million more. With the government committed to a spend-
ing policy that found expression in a series of yast public

MOVING THE AGGREGATES TO SHASTA

The convever belt on the left in 8 dramatic example of the way the men of
the Six Companies operate. After building Boulder and Bonneville dams
and completing Grand Coulee, they missed out at Shasta Dam on the Sacra-
mento by an evelash—by $263,000 on o $36 million bid. However, the sand
and gravel—the contractor's aggregates—ior the dam were in a separate
contract, The Six Companies bid them in for §7,300, 000,

Hight away they got into an argument with the Southern FPacific Hail-
road. Henry J. Kaiser, who sponsored the Shasta operation for the group,
was outraged first by the freight rates that the 5.P. demanded for a twelve-
mile haul between the gravel pits and the dam site, and again by its refusal
to run & spur track from the pita to the main-line tracks. Kaiser and his
associates decided to do the job by conveyer and eliminate the railroad
entirely. The dire warnings of some of their own engineers, not to mention
those of the S P., did not deter them. With Goodyear engineers they de.
signed the world’s longest conveyer belt (9.6 miles), over which, by the
end of the vear, they will have delivered twelve million tons of sand and
gravel in three and a hali years The Six Companies gambled $1,100,000
on this piece of apparatus. And, as vaual, the risk paid off. Costs have
averaged about 1B cents per ton, against the 5.P.'s asking rate of 20 cents

works, they could look to a prosperous and exciting future as
the builders of the new West.

The war dealt a fatal blow to this ambition. It stopped most
of the dam building and the great federal irrigation and power
projects. But even before this business had dried up, the Six
Companies were boldly planted in another, fed by the same
inexhaustible springs of the national treasury. They got into
war construction—not just cantonments and military roads but
ships, steel, magnesium, aircraft, and many other things. No
group of Americans in history have spread themselves out on
the scale of these Westerners. The prestige that has descended
upon Henry Kaiser has missed some of the others completely.
Yet without them the phenomenon of Kaiser, which has be-
come the phenomenon of the self-industrializing West, would
have been only partially possible. Indeed, but for them it
might never have happened.

[tisa fairly widespread notion that the Six Companies is a sort
of super holding company for Kaiser's production miracles,
Mr. Kaiser himself is partly to blame for this mistaken im-
pression. In his all-embracing enthusiasm, a mere finger in an
enterprise is sometimes made to appear like a whole hand. The
Joshua Hendy Iron Works of Sunnyvale, California, described
last month in ForTuNE, is a Six Companies show, but Mr,
Kaiser, with only a 7.5 per cent interest, habitually has called
it “my engine company.” This possessiveness, which extends to
other communal undertakings, has caused some hard feeling
between Kaiser and the other members of the group. They feel
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that the concept of the Six Companies is bigger than any one
of them. For they picture themselves as the instruments with
which the West is progressing confidently and irresistibly
toward ita goal of empire.

Actually there are not six companies but eight, and the origi-
nal corporation—Six Companies, Ine.—passed out of existence
in June, 1942, But the name persists and #o does the group
technique. It is the thing that makes them collectively strong.
It in the thing that makes them unique, In the sight are:

Henry J. Kaiser Co. of Oakland, successor 1o the Henry J.
Kaiser Co., Lid., founded in 1913, It is run and largely owned
by Henry Kaiser, now sixty-one, who was born in upper New
York state. ;

W. A. Bechtel Co. of San Francisco, dating back to 1900,
and headed by Stephen D). Bechtel, forty-three, son of the
founder, and born in Indiana.

Morrison-Knudsen Co., Ine, of Boise, [dabs, formed in
1912. It is headed by Harry W, Morrison, & tall, spare man
of Bftyeight, born in the Middle West,

Utah Construction Co. of Ogden, Utah, which goes back 1o
1875, Its President is Lester 5. Corey, sixty-odd, a cousin of
the founders, who were Mormons.

Macllonald & Kahn, Inc, of San Franciseo, formed as &
partnership in 1911, It is headed by one of the original
founders, Felix Kahn, sixty-one, son of & rabbi, brother of the
famed late Albert Kahn, He was born in Degrodt.

J. F. Shea Co., Ine. of Los Angeles, formed in 1914 as o
partnership between J. F. Shea, a plumber, and his ambitious
saon, Charles A. It in headed by Gilbert J, Shea, brother of
Charlie, now dead. He was born on the West Coast.

Pacific Bridge Co. of Portland, founded in 1869, It is headed

by W. Gorrill Swigert, forty-five. He is an Oregonian, a grand.
nephew of the founders,
General Construction Co. of Seattle, founded in 1931 as a
consolidation of several paving and bridge-building companies,
i and chiefl stockholder is a taciturn Scotsman, J.
A. McEachern, sixty-five, who was born in North Carolina, |

No one knows bow much work this group is doing alone or in
combination with outsiders, Felix Kahn, who is a kind of
clearing agent for group affairs, observes loftily, “Just listing
the jobs in o small type would 611 several pages of Forruwe.”
The group, he goes on to say, has never tried to add up all the
business on their books, But Kahn vaguely remembers that one
of his nssociates made a rough caleulation last fall that showed
that the unfilled orders on all the Six Companies’ books at that
time was about $2 billion. “But it’s probably more than that
now,” he says with characteristic caution,

Take ships alone. The group mansges twelve shipyards—ten
on the Weat Coast, one on the Ohio River (Evansville Ship-
yard ), and one on the Atlantic (Rheem Shipyard, at Provi-
dence, Rhode Island). In these yards they are building Liberty
ships, small nireraft darriers, tankers, troop ships (C-4's),
tank landing ships, deatroyer escorts (Frigates), and they soon
will start to build Victory ships. They alone will this year
produce about six million dead-weight tons of merchant ship-
ping, equal to 30 per cent of the national program.

In the seven shipyards that are called group yards (i.e., the
Six Companies divide the interest) the war shipbuilding eon-
tracts, {rom the initin]l British order for sixty ships, are esti-
mated to total §3 billion. This does not include the contracts
held by three yards in which Kaiser has the sole interest, or




a fourth in which he has all the interest but & 15 per cent share
held by Morrison-Knudsen, or a fifth in which he shares the
interest with Morrison-Knudsen and Walsh Construetion Co.

of New York, These five obtained an additional $700 million
in contracts,

Shipbuilding represents an impartant stage in the evolution
of the Six Companies; it is symbolic of the break with the epic
routines of the dirt movers and construction stiffs who made
their reputation at Boulder Dam. The crisis in the nation's
industrin]l plant opened to these prodigious builders tech-
nologies and processes that might l:vllﬂﬂ'lﬂ have been closed
forever. In one direction the Six Com seized the op-
portunity o set themselves up in the immensely profitable ﬁlld
of light metals. Pledging the profits from Richmond Nos. 1 and
2 shipyards, they borrowed $20 million from the RFC with
which to set up Permanente Metals Corp., which owns and oper-
ates the much-publicized magnesium plant overlooking the San-
ta Clara Valley, near San Francisco, And Kaiser, shooting off
on a tangent of his own, has used the war crisis to establish him.
self in the stee] industry, With §106 million in RFC money, bor-
rowed against the earnings of the shipyards in which he has
sole interest, he has built a new steel mill at Fontana in the rich
San Bernardino Valley area, inland from Los Angeles.

The Six Companies men, from being just o roving band of
unknown contractors, have in a few short years become tycoons,
In the process of becoming industrialized, the group three years
ago bought control of the Joshua Hendy Iron Waorks, a bank-
rupt mining-machinery firm that has since besn transformed

into one of the largest producers of marine engines in the coun.
try. They also own the big Permanente Cement Co., alengside
the magnesium plant, which has broken the cement monopoly
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Army's colossal Modification Center at Birmingham, Alabama,
which will handle Willow Run's entire B-24 bamber output.

Yet in becoming managers and industrialists the men of
the Six Companies have not ceased to be builders and earth
mavers in the epic sense. They have a piece of the Alaskas
Military Highway, $10 million worth, They are putting the
finishing touches to a system of military airports and radio
stations in Alaska, They have a big share in that tremendous

(Pacific Naval Air Basea), which is winding up a $332 million
program for the Navy. For PNAB they have built, among
other things, underground storage tanks of unprecedented
depth and complexity, barracks, and gun emplacements; they

THE SURVIVING FOUNDERS

all together to build Boulder Dam. Born in [linois, Morrison went Weat in
lmmtjubwhhmlm.ﬂmmmlnmi!m
into par hip with Heclumation man, Morris Keudsen. Hin wife,
Ann, who used to be & secretary, goes with him everywhese—Hawall,
Alnska, Mexico—not just an wile and companion, but as & trusted sdviser,

“THE FICHTING OF A WAR,” says Felix Kabm of MacDonald & Kahm,
“in like a construction job. 1l you've got a dam 1o bulld, it's weually all
hell-and-gome out in the wilderness. A contrsctor has 1o st up & tremen-
dowe organizstion wheres pothing exists—house and feed thoosands of
workers, establish hia own commusications, That's what an army dees. In
both instances yom have to move into the enemy's territory, destrey him,
then clear out and set yoursell up somewhere else,” Kakn is sizty-one. His
whwwhhmmhmlnﬂn
dy lron Works of Sannyvale, makes of recip ] and turhin

S“I'YE ALWAYS HAD A BULE" says Henry Kaisor. A builder's job s
1uh|lld_hdu-lﬁpjulmth:pwh;hﬁlnlhhpmmll-
somehody else. [f & builder is g what be has o

|hﬂh¢1mhm'tmvh4hmthmﬂ’ time for him to ga back
uﬁrupmsipln"ﬂhmluﬂum-fhnhﬂnndhu-
mdustrialist. He went into the tha it indws-
try’s prices wers 100 high Similarly, the abortage of stee] plate for his ahip-
yards gave him a plausible reason for setting up the Fontana steel works.
Kabser is sixty-one. Shown with him s his second son, = Junor,”
whi ashares kis father's vast dreams. Junbor la belng seasonsd a1 Fontana
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have even had & hand in the raising of the sunken warships
at Pearl Harbor. And, finally, they are in this
and portentous Army undertaking in the subarctic known as

“The Canol Project,” an abbreviation of Canadian Qil, a $76
million show. As partners in Canol, men of the Six Companies
are building a 400-mile pipeline through the wild mountainous
country between Fort Norman, on the Mackenzie River, and
Whitehorse in the Yukon. In that inhospitable land they are
drilling for oil and erecting a refinery,

No businessmen in America live more dramatic or varied
lives, “Steve™ Bechtel, who is following the Canal Project, is
almost & commuter to the Arctic, Henry Kaiser, making the
busy rounds between his office in Oakland, his apartments
in the Shoreham Hotel in Washington and the Waldorl-Astoria
in New York, in on intimate terms with the military and politi-
cal elite. Hin older son, Edgar, at thirty-four bosses 90,000
shipyard workers around Portland, Oregon. Harry Morrisan
in forever flying between his construction jobs in Mexico,
Alaska, and Hawaii, always with his plump, merry wife Ann,
1o whom he has been married twenty-nine years. A Hollywood
magnate would be awed by the way these men rush back and
forth acroas the continent and hn:lnl::y use the long-distance

Their warkers,
either killed or have died or are Ja
must be said for thirty-five W, A. Bechiel men at Cavite, in

the Philippines. But sudden death is never a stranger to con-
tractors. At Boulder Dam they lost 110 men in five years,

1 WAS WILD TO BUILD BOULDER™

The root alliance from which all this came was one berween the
Utah Construction Co. and Morrison-Knudsen dating back 1o
1922, Utah is one of the great railroad construction firms of
the West. The Wattis brothers who founded it were sons of a
second-generation Englishman who had joined the California
Gold Rush and then settled in Utah, Between 1875 and 1880,
the brothers did work for the Great Northern, Canadian Pa.
cific, and the Colorado Midland. Fifty years ago they entered
into a partnership with two uncles, the Coreys, Almost imme-
diately they were ruined by the panic of 1893,

The Coreys quit the business; W. H. Wattis, the younger
brother, beld on; and E. 0. Wattis went into theep ranching
lo raise money to make another start, Seven years later they
formed Utah. Part of the capital was supplied by David Eccles,
father of Marriner Eccles, Chairman of the Board of Governors
of the Federal Reserve, and o powerful Marmon banker. Utah
captured so much of the Union Pacific's construction work
that it became a common expression among western contraetors
that *“You can't do business with the U.P. unless you work
through Utah."™

ernck this o underbid Utah fieroely

Wuﬁhm hﬂ.d-lld-nl-.d o oul
him in on Utah’s r business, if he would be more reason.
ahle. took me in," Morrison says, “on the theary that

EDGAR F. KAISER

“WE OPERATE ON OUR OWN BRAVE MONEY,” mys Kenneth K.
Bechtel, thirty-nine, youngest of the three Bechiel boys (Warren, the
eldest, not shown bosses the mining conatruction diviskon that ks bilding
new wmeliers, refineries, and so on for the Phelps Dodge Moresel mise. )
"M"mmmmmhmwmm
gange of the West, sent all three sans o {he University of California to
study enginesring. Hut “Ken,” like hin clder hrothers, quit before gradua-
:hmjmmm;mm'w.mqhmm1¢u
shong without us,” he says He rums the new Marinship yard at Ssusalito,
in San Francisco Bay, whick is sssembling Liberty ships and taskere
4
““'tLLILIﬂDMufplﬂ-nmru-n.'uﬂ&mhmﬂ
Bechtel, President of W, A. Bechtel Co, Like Edgar Kaiser, he belongs
whmdmhnlshﬁumhmudpmpm
“Steve” Bochtel is forty-three. He i & heavy-set, jaunty fellow, with thin
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In 1925 a third man entered this combination, Frank T,
Crowe, general superintendent of the .S, Bureau of Reclama-
tion. Crowe was forty-eight, s University of Maine man, tall
and taciturn, whose one was to build dams, Both
Morrison and Knudsen, before forming their own company,
had worked with Crowe as young men in the bureau. Crowe
stayed in the service for two decades, leaving to
join & dam-building partnership set up by Utah and Morrison-
Knudsen arcund his akill,

Utah, a few years before, had built the $7 million Hetch
Hetchy dam that impounds San Francisco's water, and the
job had fired old W. H. Wartis"s enthusissm to tackle more
dams, Between 1925 and 1931 this partnership built two good-
sized federal dams—the Guernsey (Wyoming) and the Dead-
wood (ldaho). They made money, and the experience pre-
pared them for the great dam that the Hoover Administration
was preparing to build on the Colarado,

“I was wild to build this dam,” says Crowe. “I had spent
my life in the river bottoms, and Boulder meant & wonderful

climax-—the biggest dam ever built by anyone anywhere.” The.

vision of it had filled his imagination for & quarter of a cen-
tury, ever sinoe the late A, P, Davis, Director of Reclamation,
had prophesied to him, an engineer fresh from the classroom,
that not even the stupidity of man could keep a great dam
from bheing built in the gloomy canyon where they stood, Crowe
had in fact made & rough estimate of the dam for Davis as
early as 1919,

The great purpose behind the dam was to stop the wild and

costly floads that were forever inundating the Imperial Valley,
to provide drinking water for the coastal cities of southern
California, and power and irrigation for southern California,
Nevada, and Arizona. The Swing-Johnson bill, nuthorizing the
greal Boulder Canyon project, was passed in the closing days
of 1928, But months before, Crowe and his partners had de-
cided to go after the job,

“We're the logical people to build &t," W. H, Wattis de-
cided. “We've had the most experience.” In Utah's general
superintendent, Henry J. Lawler, who had been with him over
thirty years and had built Hetch Hetchy, W, H. was con-
fident they had a dam builder second only to Crowe. “Frank
and Hank," he used to say, “will build that darm."

E. 0. Wattis was seventy-six and ailing; his hand shook
so misch that it was difficult for him just to sign a paper. W, H.
really ran Utah. He was seventy-two and subject to spasms
of pain that made him cranky and contrary. In the beginning
he was cbsessed with the ides that Utah, Morrison-Knudsen,
and Crowe could swing the dam alone. *Money's no problem,”
he kept saying. “We can raise what we need on the ranch,”

Ever since the first fnilure, which E. 0. had redeemed with-
his earnings as a rancher, the brothers had frugally reinvested
in sheep and cattle the company’s earnings from construction.
They had been impressed by the fact that bankers who re-
coiled from a contractor’s LLOU, would gladly advance money
against a rancher’s note, Utah Construction became one of the
biggest ranch opérators in the mountain states, with 25000
cattle, 30,000 sheep, and 250,000 acres. In good times the
ranch division by itself earned as much as $1 million & year,

Crowe and Morrison, however, had concluded the dam
woald cost between $40 and $50 million—to big a job for
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them to finance by themselves, Wattis's mood now reversed
itself, “If we can't do the job alone,” he swore, “to hell with it.**
The old man dreaded working with strangers. He considered
the avernge contractor only & oul or so above a cattle rustler
or horse thief. It tock all of Morrison's tact to rekindle his
interest, and & solemn promise that he would not invite anyone
into the group who was not “our kind."

Wattis almost always asked the same question whenever
Harry Morrison came to him with a new name, *“Yes, yes, H. W,
But is he all right? Is he our kind?"

“WE NEVER HAD A WRITTEN CONTRACT™

Marrison and Crowe had figured the minimuom working capital
for siarting the dam &t $5 million. The Wattises agreed 1o put
up §1 million, and Morrison thought his firm could scrape up
$500,000 for its capital contribution, This left §3,500,000 1o
be raised on the outside.

The first man Morrison approached was Charles A, Shea,
of the J. F, Shea Co. Charlie Shea was a second-generation
Irishman born in Portland. He had gone to work as an appren-
tice in his father’s plumbing shop. In time they formed a part-
nership, but the son from the beginning was head man. He
became one of the bestknown tunnel and sewer men on the
West Coast, laying the water supply lines for San Francisco,
Osakland, Berkeley, and the East Bay area. In 1930 Charlie
Shea was forty-seven, a pugnacious bantam, with fashing blue
eyes, & corrosive tongue, and o mind of his own,

No contractor on the Coast had a better reputation than
Shea, and when be agreed to join the Utah and M.K. combi.
nation and to ante up §500,000, Morrison felt he had come a
long way. Now Shea had a working alliance with the Pacific

Bridge Co., also of Portland, and he asked Morrison to invite
that company in too. Pacific Bridge, one of the aldest construc-
tion firms on the West Coast, wan famous for its underwater
wark, It built the piers for the first bridge scross the Willamette
River at P:trtIlndFlud. in gollaboration with Shea, the water
line across the Mokelumne River and branches of the San

Joaquin that bring in San Francisco®s water from Hetch Hetchy,

Accarding to Mr. W. Gorrill Swigert, the present President
and a grandnephew of the founders, the two companies would
jointly bid a job; if successful, Shea would take over the sewer
and tunnel work and Pacific Bridge the underwater, “In all the
years that we worked with Charlie Shea, we never had a written
contract,” says Mr, Swigert, a slight, rather quiet man, “We'd
divide up a job just by listing the things that had 1o be done,
then we'd go down the list with a pencil, circling those Pacific
Bridge would handle and putting an *x” in front of the ones
Shea was responsible for,”

Pacific Bridge said it would put up $500,000, which brought
Maorrison to the halfway mark. At this juncture, W. H. Wattis
took to his bed with cancer of the hip. Knowing his own days
were numbered, he came to regard the dam with deep fore-
boding. He was afraid he would die before the work was far
advanced, leaving his ailing brother and the company eom.
mitted to & huge speculation that might easily kill one and
ruin the other, But Morrison, In his quiet, persistent way, finally
managed to banish the old man's doubts, Utah stayed.

““ONE OF THE FAMILY"

Sometime during the summer of 1930, while on a trip to San
Francisco, Morrison called on Mr, Leland Cutler of the Fidelity
& Deposit Co. Mr. Cutler is a foridly handsome Californian,



THREE NEW PRESIDENTS

“THE END OF THE WAR," says Lester 5, Corey, President of Utah Con-

and South America look wery 1o us—railroads,

plasits, and highways, all kinds of bullding joba.” Corey, & small, spare.

deliberate man who osed to be o timakesper, won't tell his exset age—*T'm

aboat sixty.” Utah has declined to lollew Kalser and the Bochisls all the

way nto industry. Shylng away from rthe ahipyards, stoel snd engine plants,
Utah bas doggedly persisted i

. . Co., "0
do general contracting on the scale 1o which the Six Companies boys are
secustomed.” The capital some have tled up In their lndustrial
caused him to wonder what is 1o become of
will all continus in the comstruction business. Shea is not s active In group

Boulder Dam drew from Henry Kalser the tribute, “God, what coursge that
man had!™ Since Charlie died, the company’s main contribution 1o group
projects haa boen meney. But Gl Shea and Marrison were the only partners
in the presest group who volunteered to follow Henmry Kaiser into steel

“WE NEVER WORK ALONE,"™ says Gorrill Swigert, head of the Pacific
Bridge Co. “All cur work is done jointly wifh the group or some owtside
company.” Pacihe Bridge, oldest of the Siz Companbes, with a history going
back to 186, is the smallest It is building drydecks and graving docks
lor the Navy—all very seeret. In additlen, the company manages the Ala-
meds Shipyard ‘pear San Fraselsea, which la working for the Navy and
Maritime Commisalon. “The last thme we fgared 11 ap,” mys Swigerl, “we
had aboui §75 milllon In werk on the booke™ Swigert, & grandnsphew ol
bt lsunders, s forry-fve; & quiet linls man. he runs his jebs from & plain
office in o disngy building in & run-down distrder of Sas Franoieee.

s il - -l
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a close friend of Mr. Herbert Hoover and u fellow Stanford
trustee. Although the surety bond promised to be by far the
Inrgest ever written on a single job, Cutler was confident that
he and his pariner, Mr. Guy Stevick, would be able to swing
it. However, he warned Morrison that the operation would de-
pend upen the group's ability to raise encugh working eapital
to satisfy the underwriters. Cutler urged Morrison to eall upon
o friend of his, 8 wealthy San Franciseo contractor of good
reputation, Felix Kahn, This Morrison did, and thereafter, in
his homely phrase, “one thing led rapidly to another,”

The firm of MacDonald & Kahn was & partnership of a Seot
and a Jew. It lasted nearly twenty-five years until Alan Mae-
Donald died in 1935, Kahn, like his five brothers, was an engi-
neer. He took his B.S. degree at the University of Michigan
in 1904, Kahn's first job was with Truscon Steel, in Pittsburgh.
There ke met MacDonald, & youthful Kentuckian with degrees
in mechanical and electrical engineering from Comnell. Mac-
Donald was hotheaded, impetuous, and opinionated, He had
been fired from fifteen consecutive jobs in two or three years.
But be and Kuhn hit it off fine. In 1908 they went to San Fran.
cisco together to represent Truscon on the West Coast, Three
years later they formed their own firm. MacDonald & Kahn
built some of the largest office buildings, hotels (Mark Hop-
kins), and industrial plants on the West Coast. In the decade
befare Baulder, they put up §75 million worth of buildings.

They were themselves studying the dam, with the idea of
bidding for at least a piece of it, when Morrison talled, Mac-
Donald & Kahn had done some subcontracting for Utah in the
past; there was no question of their not being “our kind."” They
agreed to put up $1 million—"that made me one of the family
right away,” says Kahn, with a chuckle.

While Morrison was thus drumming up partners in the West,

other contractors, eager to build the dam, were just as busy
trying to form combinations of their own. Among them was
Henry Kaiser and an old-line contractor named W, A. Bechtel,
Kaiser's first . They had met in 1921, when Kaiser was
building a thirty-mile stretch of highway between Redding and
Bed Bluff in northern California. Prior to this, Kaiser's con-
tracting operations had been confined to small paving jobs in
Washington and British Columbia. This was his first hig high-
way job in California and, as Kaiser tells the story, Bechtel
appeared one day on the road, introduced himself brusquely,
and asked if he could drive over the work. Before leaving
Bechtel complimented Kaiser on his “housekeeping.”

“Dad" Bechtel must have been impressed by the way Kaiser
worked heeause he invited the newecomer to join him in several
operations. They built pipelines together in the mid-continent
fields, quarried rock for highway construction in northern Cali-
{prnin, and organized an industrial insurance company that
was to become the largest private underwriter in California.
+ Kaiser was really Bechtel's protégé. “I was umwelcome,”

‘Henry Kaiser says, “when [ first went to California, The other

contractors banded against me." Bechtel told one of his sons
that he liked Kaiser bocauss he was & “hard worker, enthusi-
asticy and has a lot of ingenious ideas.” Bechtel cleared the
stranger's path. With his backing, Kaiser became president of
the San Francisco chapter of the Associnted General Contrae-
tors, & trade organization, and even national president, “Dad"
was one of the organizers of the A.G.C. and its affairs were
close to his heart. The high mortality rate among contrae-
tors alarmed him and in A.G.C. councils he was constantly
inveighing against cutthroat competition. “We're killing each
other off,” he warned repeatedly.

Bechtel was a tall, beefy man with a bulllike roar. An
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engineer who worked with him s a youth remembers him as
being “a horse-drawn fresno-scraper type of contractor”—
rather conservative and old-fashioned, in other words, He had
came up the hard way—Illinois farm boy, laborer, and fore-
man in railroad construction gangs, superintendent for an
Oakland contractor, In 1900 he st up his own company and,
as Morrison was to do after him, bucked Utah for o share of
the railroad construction business, forcing the same sort of
deal. “We might as well ask him in,” W. H. Wattis decided,
“us to have him bitin" cur feet,"

“Dad" Bechtel is perhaps the only man, living or dead, nbout
whom Henry Kniser speaks in the respectful tones of a junior
partner. Kaiser says, “There are two principles ‘Dad’ fol-
lowed, He hated to sign papers, on the theory that if you
couldn't trust o man’s word, you couldn’t trust his signature,
And his usual condition for entering any proposition was a
fifty-fifty division. ‘Dad” had no patience with fifty-one, forty-
nine arrangements. He used to say, '‘No man with o sense of

LRt

self-respect wants 1o be controlled on that kind of percentage.

When Boulder came up, Kaiser was in Cuba, racing to finish
a $20 million highway contract for the Cuban Government.
He likes to tell how he lay awake nights, dreaming of ways

AMRCHAFT are the prime war job of Halph M, Parsons, farty-aiz, Viee
President of Bochiel MeCone-Parsons of Los Angelss. He russ the Army's
huge Modification Center af Hirminghasm, threigh which
Willew Mon prodoctien b d far bl |

Farsons is an casmple of the pew type of managemen: coming

changea

into the Six Companies. Seven years ago be was an oil-refinery engineer in

Chicago, with his own firm. When the Bechicls decided there was more

momey in designing refinerbes than in building pipelines, they searched e

petroloum industry for an cutsending enginesr 1o belp. The ssarch led

tham to Parsons, whe wes short of capital but leng on reputstion.
e e : * T I T

them team up for Boulder, Warren Broa. is the well-known
Cambridge, Massachusetts, construction company. It had sub-
contracted the Cuban highway job to Kaiser,

LAST MAN IN

Kaiser originally planned to fill out his group with several
wealthy sastern contractors, But when he returned to Californin
—in the late summer or fall of 1930—and learned how far
Morrison and Utah had progressed with their plans, e aban-
doned the idea of setting up & rival group in favor of making
an alliznce with them. Bechtel had a talk with W, H., Watis,
who was agreeable. Kaiser, Bechtel, and Warren Bros, came
in as a unit, putting up $1,500,000 divided three ways,

In the closing days of 1930 the government called for bids '
on Boulder, to be opened March 4, 1931, Cutler of the F. &
D. about this time went east to sound out the surety companies.
The response, according to Cutler, was discournging. The
bonding houses decided it would be dangerous for any group
Mm;mmmﬁm mﬂmmwﬁnmmmmw
working capital, were ous
of contractors would stay long mﬁoﬂ'ﬂ‘:
bid, let alone finish the dam. And finally, after examining
the balance sheets of the contractors, they were incredulous
that money could be raised on such asssts.

The J. F. Shea Co.,, for example, appeared to consist almost
entirely of Charlie Shea, who ran his business from a room
in the Palace Hotel, and who used to boast, “I wouldn't think
of going near a bank unless T owed them at least hali a million
dollars—you get respect then.” But it was Utah's collection of
sheep and cattle and pasture land that made some of the east-
em surety companies wonder what kind of peaple they wers
dealing with. However, they became more respectful when Utah
produced a certified check for §1 million drawn upon the
Crocker First National Bank,

Nevertheless, several in the group had a hard time raising
their share, Morrison-Knudsen had to borrow $100,000 from
Graeme MacDonald, brother of Kahn's partner; Pacific Bridge
had to sell 40 per cent of its interest to Sidney Ehrman, lawyer
for the group; and Warren Bros., who were short on cash, put
up no money at all, Bechtel and Kaiser went on their note.

The February meeting at the Enginsers Club, mentioned at
the opening of this article, followed. Three estimates on the
cost of the dam had been prepared independently—one by
Crowe, one by sixty-eight-year-ald J. (). Barlow, Utah's engi-
neer, and the third by Chad Calhoun of MacDonald & Kahn,
Calboun, who is now Kaiser's Washington man, remembers
that when the Ggures were compared they were astounded to
find that the high and low estimates were only §700,000 apart
(#40 million and $40,700,000) and the other was “right in
the middle.”

Kaiser took charge of the meeting. Some of the men there
were strangers to him and this led to an embarrassing over-
sight. When the partners adjourned for lunch Kakser asked



the “deck hands™ 10 grab a sandwich and work through lunch
on certain forecast figures that were on the afterncon agenda.
Laft behind was o youngish man in a blue serge suit who had
not opened his mouth but had taken an intense interest in the
figures. Not long after Kaiser had swept off, one of Bechtel's
sons reappeared at the club and in deep agitation informed the
man in the blue suit that he was expected 1o lunch with the
athers at the Palace, But the blue suit said no, he liked it thers.
It was Marriner Eccles, a Director of Utah,

The figures worked up at that i most particu-
larly an estimate that the peak cash outlay would not excesd
$3,200,000—impressed the bonding people. But in reducing
their requirements to $5 million on the line, they insisted that
the partners pledge themselves to put up $3 million more if
trouble developed on the dam.

It was Kahn who proposed the name, after they rejected
Continental Construction and Western Construction. “The name
just came to me and the others liked it right away."” But the
name was not unfamiliar to San Franciscans, [t was also the
name of the famous tribunal to which the powerful Chiness
tongs submitted their differences.

Six Companies, Ine., was incorporated in Delaware in Feb-

runry, 1931, o fortnight before the Boulder bids were submitted.
W. H. Wattis, on his deathbed in the 5t Francia Hospital in
Zan Francisco, was President; “Dad™ Bechtel and E. 0. Wattis
were first and second Vies Presidents respectively; Shea was
secrelary, and Kahn was treasurer. All this time Crowe, in
collaboration with the partners, was working out the engi-
neering details, A scale model of the dam was built with
movable parts for demonstrating erucial operations. On sev-
eral oocasions it was rolled on ensters into Wattis's room in
tha hospital, so that he could follow the talk.

Having figured the jotal cost at about $40 million, the only
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missing factor was how muth to add for profit and contingen-
cies, The partners agreed not to decide this until the eleventh
hour—"s0 nobody would make s slip and give the secret away.,™
Two days before the deadline they met in Wattis's room and
agreed around his bed to add 25 per cent. They left by train
a few hours later for Denver. Next night, at the Cosmopolitan
Hotel in Denver, Crowes was up until dawn, shading a figure
here, bolstering one there. His final figure—the one that went
on the bid—was $48 890,000,

More than 100 sets of plans had been sent out but when the
bids were opened, in an empty store beneath the Bureau of
Reclamation’s office, there were only three hids, The Six Com-
panies were $5 million under the nearer, almost $10 million
under the other.

Not long after this, Kahn took some of the wives and [riends
of the Six Companies men on a sightsecing expedition into
the eanyon of the Colorado, which at the dam site was like a
vast box, The water was swifl, icy spray few over the small
launch, and between the sheer walls rising hundreds of {eet on
either side the sky was o mere alit,

In this dramatic setting Kahn beamed on his wife, a shy
and gentle person, and shoited above the river's roar: “Think

[Continued on page 210]

MERCHANT SHIFS am the particular problem of Jokn A, MeCone, forty-
one, Presidest of Bechtel-MeCone-Parsona, and boas of the Calahip yards
wi Torminal lsland, Californis. In Jume Calship dalbivered twemiy Libsrty
ships, the most ever to come oul of an Amerkoan yard. a gradials
of L ol C, where bhe came to know Steve Bechial, was fifissn years with
Comsalidated Steel Corp. He was szecutive Viea President snd genersl
manager of Consolidaied when Hechiel invited him to help form B-M.P. in
1937, The Calilornis oll isdustry was then dependent for lts enginecring
upon castern frms with branch ofices. B-M.-P. has prospersd. It now has
the largest independent engineering stadl is the Wesl
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of it, we're going 150 feet this way [pointing into the river |
and 750 feet that way |Fmil|lir|g |||||.-'

Mrs. Kahn clung to him for support. “Felix, 1 don’t know
whether to call YOUL COUraEenISs—Ibl |-|.1.1':.,-I

RIGHT OR WRONG, YOU'RE RIGHT

The technical story of Boulder has been told many times, Frank
Crowe went from there to Parker Dam and is LTRSS |-||i|-|ii.'||_'
Shasta. When he speaks of Boulder it is with the rich satisfac-
tion of a man lllcllvuill_l; hack uprn the ||1'=1 I,I_:|1 of his life. “The
Colorado 15 a wild river. One dav it rose |.I|r|}. feet in forty
minutes, It became a wall of yellow mud that kept rising until
I thought it was going to wash us right out of the canvon . ..
Yet even at this eritical iIIIII'III:I' Crowe was more certain of
his control over the river than he was of his control over the
Six Companies partners,

At the insistence of the Watlis ||r|.‘.h|-r;._ Murrison, and Shea.
Crowe was made superintendent. But this decision failed to
clarify the relation with the partners. Each of the Six Coni-
ihlllit':—- miesn lIllll-\-iili'rI'Ii hir||-r-||!- |||||:||1'I-"||r i run Hlllllll:'l
alone. “Our first hot argument,” one recalls, “was over the
organization chart. Kaiser thought the joly should be run like
an army, with a general in supreme charge. That idea got no-
where because no one, least of all Henry himself, wanted to
be a private.” Kahn, on the other hand, wanted the Board of
Directors to run it. He finally won out,

[t was asking too much to expect these tough-fibered, opinion.
ated men to keep their itching handz off the dam. Kahn would
AppeeEar o |].I}' and tell Crowe to handle a |‘-|-'||.|:|'rll a certain
way; a week later Kaiser or Bechtel would insist that it be done
another way, Crowe's temper was beginning o disintegrate
under the voices warring for his ear. If Charlie Shea had not
intruded himself as a buffer, Crowe might have walked off the
job. The chaos caused Kahn to decide: *A Board of Directors
can establish ]HIHI':\'. but it can’t build a dam,"

After three stormy months the Board relinquished its pre-
rn,‘:.atilr'- .|.||.|| :I.:-hi;:llr'll |J|r'||: o an |-'\¢-.-;|r_i|,.;- .|.|||:“i|1| Pl .|r
four, who alone could deal with Crowe. Charlie Shea was in
l'l]i!l'ﬁl' of field construs tion: Kahn looked after money, |1';_|:
affairs, feeding and housing; Steve Bechtel, “Dad’s™ second
son, was made responsible for purchasing, administration,
and transportation; and Henry Kaiser was made chairman, in
recognition of his unigue gifts for making men work together,

Tilll'.'t‘nl!-h'r. s0 far as the pariners were concerned, the DT -
tional problems of Boulder more or less disappeared. There
were fewer reasons for them to make the uncomiortalle sleeper
Jump from San Franciseo, to endure the hot, spine-jarring 200-
mile drive [.'|'||I "-]ll_i:I'H' stalion across the desert to Boulde
City. The imtervals between the Directors’ meelings at the dam
and the Palace Hotel |1'II,-'_'”H'IIr'I|. Black ':.l.‘l:l.-lrh in the desert
summer heat, was an inferno, Kaiser, on one of his visits, gave
Crowe a bad turn by keeling over from heat exhaustion, Kahn,
too, had a close call there from the heat, Alone among the
[I-!I'|III‘|'3'~ {:ll-l:"il' Shea stayved on the ill!I: the river had laid
upan him the same fierce hold it had laid L Lrowee,

To the extent it can be said to belong to any single man,
Boulder was Frank Crowe's triumph. For five long vears the
heat, the mud, the remorseless current, the swift flonds, the
jangling telephones were his responsibility, *We had 5,000

Fae a3 . memYy



Who weas respensible for the astounding
speed with which industry converted itself
inte o new production machine? . .. who
showed the way to the producing of the
great quantities of war materiel in the
record time that was demanded by the
government? . . . whoe developed the new
tools, dies, and fixtures that were reguired?
« = » and the new processes?

The engineer.

We wish we could tell you how much of
this responsibility came to us here at Pioneer
+ « « hew much of the work has been done,
and how much is still going on. As you can
well imagine, most of the work invelved
problems much different frem any that have
ever been encountered before . . . new prod-
ucts were needed, and new ways of making
them had to be developed . . . new mate-
rials were introduced to displace the old.

You can readily picture what @ wealth of
engineering data has been accumulating in
thiz procedure; and you can realize, too,
that the opportunity to draw on this valu-
able experience could prove mast helpful
te your interest,

That opportunity is yours . . . we shall be
glad to work with you on your present
problems . .. or discuss your future plans
with you.

BUY WAR BONDS

NEERING
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men jammed in a 4,000-foot canyon,” Crowe savs, *“The prol
lem, which was a problem in materials flow, was to set up the
right sequence of jobs so they wouldn't kill each other off.”

On the other hand, Crowe's task was eased by the special
knowledge of the Six Companies, whose organizations were
constantly researching problems as they arose, He came to
know the head men as no other outsider has ever done and
his observations are fascinating:

“Kaiser and Morrison always thought of & job in terms of
draglines and steam shovels. Kahn figured in terms of money
and an organization chart. But Charlie Shea always thought
in terms of men. He was the kind of man who'd ask you the
time not because he wanted to know but 1o see what kind of
walch vou carried,

“They were just about as different as any men could he,
Charlie Shea hated to write letters. If he wrote one a week, he
thought he was talking too much. But Morrison, on the other
hand, thought nothing of dictating a hundred letters in a morn.
ing. Morrison never drank, never smoked, never gambled: he
was a puritan. Charlie Shea didn't drink either. but he was
erazy about gambling, T used to meet him and Felix at the
station when they came up from San Francisco and drive them
across the desert to the dam, All the way—five hours they'd
shoot eraps on the floor of the Lincoln.

“One day 1 was driving them down Montgomery Street in
San. Franeiseo, Kahn spotted ‘Dad’ Bechtel headed for the
bank. *Drive over,” he said; ‘this is going to cost “Dad™ some
money!” I pulled alongside the curb and Felix shouted, * “Dad,™
I'm matching you a double eagle.’

*Dad” didn’t even say good morning. He just gave Felix a
quick disapproving look, dug inte his vest pocket for a coin,
and slapped it on the car window. He took his hand off and
said to Felix ‘you lose® and walked off without another word.

*They were a great bunch to work for because they stuck
together, Charlie and Felix used to say to each other, to settle
an argument, "Right or wrong, you're right, you son of a bitch.”
They JI‘:I”}' felt that Wily toward each other.™

A story is told of a dinner that was held at the Palace. “Isn’
it wonderful,” exclaimed Felix Kabn, “how the boys have stuck
together?” Guy Stevick smiled wryly. “Yes, it's wonderful. But
I wonder how it will be when you start losing money 7"

The Six {:III‘:I]J-IIIir.“- knew 1F|I':\.' were in the clear before the
fiest year was out. In making up the original bid, they had cut
the price on concrete and other items to the bone while inflating
the excavation items, The main work in the last category was

o dlrive four tunnels through the canyon walls, so that the river
[Continued on page 214)
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could be diverted while the foundstions of the dam were being
laid. Thie invelved over 1,500,000 cubic yards of excavation,
A reasonable price for this work would have been between §5
and $6 a cubic yard. The Six Companies bid it in at $8.50,

This was what is called an unbalanced bid and there is
nothing reprehensible about it, Where the Six Companies were
shrewd was 10 throw a big part of their costs and over-all profits
inte an urlrphludswjob. Up to the halfway mark the
government paid out on 90 per cent of the bid price as the
waork was completed. Since the tunnel excavation was finished
early in 1932, the Six Companies were able to capture perhaps
as much as $6 million in profits before they started to pour con-
erete for the dam. In ather words, they got back all their work-
ing capital plus §1 million of clear profit within the first year,

HENRY KAISER'S ROLE

Henry Kaiser's role at Boulder was extremely important, al-
though somewhat different from what is commonly supposed.
On the building side, his outstanding contribution was to work
out the method for handling the aggregates, a terrific job, which
hiz peaple did so well that Crowe says, “We never lost an hour
on account of not having materials.” This was one of the factors
that made it possible for Crowe to build Boulder in five years
—itwo years and two months ahead of schedule.

His partners, however, seem to think that Kaiser's ncoom-
plishments in the river bottom were overshadowed by his diplo-
matic coups outside, He became the Six Compunies Washington
maz, with headquarters at the Shorcham. His first trip to Wash-
ington was during the closing days of Mr, Hoover's ndministra-
tion, Congress had failed to appropriste ensugh money to carey
on the work, the country was scraping along the bottom of the
depression. Mr. Hoover was only mildly interested in the fute
of the dam, and Kaiser's mission—in which he suscesded—
was to lobby a deficiency appropriation that would keep the
great work going,

His partners credit him with two other political strokes in
connection with the building of Boulder. After the New Deal
came in, the new Secretary of the Interior, Harold L. Ickes,
threw the Six Companies into consternation by charging them
with 70,000 violations of the eighthourday law and fining
them $350,000, The government contract bound the contrac-
lors nol to resort to overtime except in emergencies; this was
a depression devies for spreading the work. But Crowe and
the owners, on the theory that “the dam’s a continuous emer-
gency.” had not taken the overtime clause too literally, More-
over, in their lust to finish the dam, they had paid a bonus of
an hour’s extra pay whenever the crews poured more than 100
buckets of concrete o day,

lckes's charges were splashed over the nation's newspapers
and the case for the Six Companies looked bad, But Kaiser's
showmanship proved equal to the first critical test. He hired a
publicity man to whip up a boaklet entitled “So Boulder Dam
was Built,” a dramatic record of never-ending crises; thousands
of capies were airmailed 1o Congressmen and high government
officials. Kaiser himself went on the air to descrilie the immense
obstacles that had been overcome. In the negotiations that
followed the fine was reduced to §100,000,

The third mission Kaiser pecformed in Washington that im-
pressed his colleagues was to persuade the government to take
the dam off their hands with a minimum of argument. As Kahn
points out, “It's one thing to build a great public works; it's

samielhing else to get n government bureaw to admit it's finished,
UMmmmithnﬂll-dem
they'll have you adding power equipment, transmission lines,
roads, and other extras for the rest of your life,”

By the fall of 1935 Crowe was about ready to close his
books, There was, of course, a strang money to this—to
collect the 10 per cent margin (a matter of 000) that
the government held back as a guarantee of completion. Kaiser,
to the surprise and relief of giul‘plrlnﬂrl, cleaned up all the
details in six months, The government took over the dam in
March, 1936,

Boulder was more than a monument o the Six Companies;
it was o gold mine. The profits, after taxes, were $10,400,000,
prorated secording to the eapital contributions. The individual
shares, however, were actually larger than the original propor.
tions would suggest for the reason that the partners had mean-
while bought out the interests of Warren Bros., Lawyer Ehrman,
and Graeme MacDonald. Frank Crowe was not forgotten. To
his §18,000-a-year salary the partners added a bonus of 2.5
per cent on the gross profit—more than 8300,000, “When you
work for that erowd,” Crowe remembers with satisfaction,
“your work is appreciated,”

W. H. Wattis never saw the dam. He died about six months
after it was bid, “Dad" Bechtel and E, 0, Wattis did not live
long enaugh to see the dam finished. “Dad™ died unexpectedly
in 1933 while on a trip o the U.S.5.R., whither he had gone
at the invitation of the Russinn Government to examine the
great dams and subways. And E. (0. Wattis took his leave of
the Six Companies the next year.

“Dad" Bechtel was in his early sixties when he left for Rus.
sia. He told his pariners, “This s a good time to see what the
rest of the world is doing. I've got three sons working.” His
second son, Steve, then thirty-three, who wis on the executive
committes at Boulder, became head of W, A, Bechtel Co, In
Utah W. H. Wattis was succeeded in the presidency by Marriner
Eccles. A wonderful period for the western builders—a sart of
golden age of federal works—was beginning, nder the aus-
pices of the New Deal’s spending policy. Bonneville, Grand
Coulee, and Shasta dams were coming up. “There's something
peculiarly satisfying about building a great dam,” ohserves
Frank Crowe, who has raised many. “You know that what you
build will stand for cemturies.”

The story of the Six Companies will be continued in the
September issue of Fonrune, You will be told how these
lusty, uninhibited men missed owt on Shasta but got in on
Bonneville, Grand Coulee, and the Trans-flay bridge; how
whey broke the West Coast cement monopoly; hoe they
bought the highly speculative Hansgirg process, which pat
them in the magnesium business; and how they landed the
shipbuilding contracts that almost overnight made them
key figures in American war industry,

The coming installments will carry the men of the Six
Companies from Boulder to the war years. During this
period, parly by luck, parily by sheer apportunism, partly
by shrewd, cold-blooded calculution, they managed to nego-
tiate the perilous transition from coniractors “whose ofices
were their hats" fo big-shot industriolists with eontraets
running into the billions, Their bulging portfolic of war
assignments will be examined, their huge incomes will be
analyzed, and you will be given a preview of their towering
ambitions for a pastwar world, which they charaeteristically
take far granted will be just their dish,
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THEY TURN ToO

ENRY 1. KAISER, in the not-so-distant days when he
l_]i'--'-'dH just one of the many head men of the Six Companies,
had the reputation among his associates of 4||w;g:u_-; taking the
long view. He used to lecture them on the hard fate they were
storing up for themselves, “Contractors are all alike,” the
kaiser of that period would sav, “They start out broke, with a
wheelbarrow and a piece of hose. Then, suddenly, they find
themselves in the Money. E‘t‘-‘:'r{.-ﬂh:in!:'- fine, Ten Yedars later
'5]1"}' are bick where t.ﬂ!:fr' started from-—with one wheelbarrow,
4 piece of hose, and broke.” From that remorseless cvele

THUS THE WEST™S FACE 18 CHANGED by the Six Comg
tore, U the slopes of the Santa Clars foothills, amid acses of prune and
apricol orchards, they erected the magnificent Permanente magnesium
plant shown on the facing page. This is a Kaiser-aponsored project,
with a 20 million RFC loan. (In the picture, 8 hammer-head crane lawers
A mAgnesi ol & | furnaces. ) More canspi
Six Companies’ surger s of San Francisco Hay, Picture above
shows a few of the new government houses spotied on the Marin hills for
workers nt the Hechtel managed Marisship yards at Sausalite

feew conslrac

he hattery

on the sk

SHIPBUILDING AND

CHANGE THE FACE OF THE WEST

haisar saw only one escape: “Before you work yourself out
of the last jl.l].l, line up a ':lir_'_u:'r one L |:|!_:|| }-|||.|;|--,-¢_-||' out.™
Today, with his interest in shipyards, cargo airplanes,
helicopters, magnesium, steel, postwar automobiles, insurance,
the former “sand-and-gravel man™ has no further fear of the
violent ups and downs in a eontractor’s life. But during the
building of Boulder {1931.36) the problem of where to go
next wag very much on his mind and the minds of his associates
To be sure, the members of the Six Companies by then were
important concerns, doing important work, Two of them, ], F
Shen Co., Ine, and Pacifie Bridge Co. already were at work
omn & $3,0600,(KM) contract covering the piers for the great Golden
Gate Bridge. And the entire group, teamed up with several
outsiders, had caplured two contracts totaling &1 1,500,006 for
the Bay Bridge between San Francisco and Oakland. Yet, be
fore Boulder was 1_““:““.1'1”.1 they had reason to be worried
Close to 5,(06M) men—one of the largest construction forces in
the nation—were crowded into Black Canyon on the Colorado
HRiver. Recruited during the depreasion, they had been annenled
in the hierce heat of Black Canyon, Superintendent Frank Crowe



HENRY KAISER'S SORE SPOT in shipbuilding is Richmond Ne, 8, whish,
unlike the Likerty shipyards, has set no records. In midsummer it had yet
to deliver ita first troopship, However, it could claim oxtenuating circwm-
“tances in changed specifications when the Navy took over the original ides
from the Army, Mareover, labor and material had been taken away and
given to an adjacent yard working on landing barges,

told the Six Companies” partners: “This is the finest construc.
tion outfit on the face of the esrth today, You just get the
work lined up—we'll build it.”

The Six Companies did not have far to look, for this was
the beginning of the New Deal's effort to spend itz way back
lo prosperily via a vast program of public works—not one
but a whole series of Boulder Dams. There were the great
projects of Bonneville and Grand Coulee on the Columbia
River, and Shasta on the Sacramento: and the lesser Parker
Dam, 155 miles below Boulder, built to impound water for
the Los Angeles Aqueduct,

THEY LAND ONE AND LOSE TWO

The hids on Bonneville were called first—in May, 1934,
Through April the men of the Six Companies argued whether
they should bid on it. Dollarwise, Bonneville was not in the
same class with Boulder. The Columbia is swift and deep; its
normal flow was equal to the Colorado at flood. Some contrar.
tors had serious doubts that foundations for a dam could he
safely anchored.

Harry Morrison, who had brought them all together at
Boulder, says modestly that “Henry Kaiser was the spark plug
on the Bonneville bid.” The mare dubious and hesitant his
partners hecame, the more determined he was that they should
build the dam. He argued that the river could be licked, that
the job would enable them to hold together the wonderful or-
ganization they had assembled: that they would make a lot of
money fast. But Kaiser had another reason that meant as much
to him as all the others put together. It was to provide a job
for his first son Edgar, whose ambitions at twenty-five were
exceeded only by those a doting father dreamed for him, Edgar
majored in economics at the University of California, which
he left in 1929, He had won his stripes at Boulder as boss
of an excavation crew,

Kaiser had his way, He “bulled and cajoled” some of his
wavering associates into hidding the job as the Columbia Con.
struction Co. Felix Kahn, on a vacation cruise to the Orient,
cabled from China that he was willing to go along with Kaiser.
However, another group of the partners entered a competing
bid, These were Charlie Shea and Jack McEachern (who had
joinéd the Six Companies on the Bay Bridge job), and Pacific
Bridge. This latter group lost the dam contract to Kaiser's
crowd; but two months later, on the powerhouse bid, they
turned the tables and took that job from Kaiser, In June, 1934,
Kaiser began shifting some of the work crews and equipment
from Boulder to Bonneville, Son Edgar was made*project man-
ager.” Another Kaiser rotégé, thirty-year-old Cla: Bedford,
I.th'lhlpuﬂl“ﬂn man .t:IlBqudur. hmm his mpgimdm

Bonneville was a triumph. In some ways Kaiser seems to
measure it as his most satisfying monument. “They said it
couldn’t be done,” he exclaims with a theatrical roll to his
voice, “but my kids went ahead and did it.”™ The A i
neers man the job for the government but the Six Companies
had a fairly free hand. “At the start,” says & man who was
close to Kaiser during that period, “there were no specifica-
tions, nor even a solid plan, The Army had to improvise as
we went along. There were constant changes, Nothing ever
stayed put.” Bonneville was completed in four years—one
year ahead of schedule. The Six Companies® net profit on this
£16,500,000 job was about $3 million,

“We came to consider ourselves very close bidders,” says
Felix Kahn, with a sardonie grin. They took it for granted that
Grand Coulee and Shasta were both in the bag. Bids on the
foundations for Grand Coulee were called first, in June, 1934,
The Six Companies, bidding as Six Companies of Washington,
bid $34,600,000. There was only one other bid, entered by a
combination called MWAK, consisting of the Silas Mason Co.,
Inc. of New York, Walsh Construction Co. of Davenport, lowa,
and the Atkinson-Kier Co. of San Franciseo.

Morrison tells the story of the bidding. In Spokane, the night
before the bids were to be opened, the partners and their wives
gathered for a big party at the Davenport Hotel. Kaiser was host:

“Everyone was very cheerful and hilarious. Toasts were
drunk to our suceess on the biggest dam of all, | remember
Felix Kahn promising that at the next party he was going
to put & hundred dollar bill under each lady's plate, hecause
we'd all be in the money by then. The competition, incidentally,
was staying at the same hotel; when they heard all the noise
and cheering, they got kind of worried,

“Next morning at ten we all met for the opening of the
bids. Us Six Companies men were right up in the front row.
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deliversd 685. The picture above shows the end of a prefabrication line
serving Richmond Nos. 1 and 2 yards, situated between them, about a
half mils from the ways. The eighty-four-ton main deckhouse of & Liberty is
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oy W ey . ‘,“L v ot ol this sl snd sl e
thh!hhupiuuhrmh- erancs such ss the ones il
trated on the opposite page. The Six Companies group, who had ne previoos
experience in shipbuilding, took to these methods naturally. To them it was
“just another construction job, a problem in materials handling ™

There were only two bids. The competitive bid was opened
and read first. It was §5 million under us, We didn’t wait to
hear our own bid. We just got up and filed out. By noon there
wasn't a Six Companies man to be found in Spokane.”

This failure plunged the masters of Boulder into a state
of uncertainty that became more evident in December, 1937,
when they faced up to bidding the second phase of Grand
Coulee—the spillway dam, the foundations for the pumping
plant, and the powerhouse on the left bank. MWAK had fin-
ished the really dirty, dangerous, imaginative work—such
feats as freezing a whole hillside to prevent slides. The Six
Companies needed and wanted the contract but required a
dozen meetings before they could reach a decision.

Harry Morrison recalls: “Costs were rising, the job was
going to run for four years, and some of us were extremely
nervous over the changes that could take place in that time.”
The group decided to spread the risk by inviting Tom Walsh
of MWAK to join them. MWAK had just about broken even
on the first contract, and Walsh was glad to do some risk
spreading himself. MWAK was given a 50 per cent interest in
the job, which amounted to $40,800,000,

Six months later Shasta came up, and again the partners

£ N

fell over their feet. Next to Grand Coulee, Shasta was the
biggest dirt-moving dam job in the country, and the partners
were determined to land it—to hold their franchises as the
great dam builders of the West. They sweated out a figure of
$36,200,000, whereupon Jack McEachern suggested they knock
off $500,000 more “to break the million"—but Crowe said,
“No."” That was the fatal error. When the bids were opened,
Pacific Constructors, Inc., was under by $263,000.

Still, the Six Cumpanicﬂ, with MWAK, had the sscond Grand
Coulee job, and Edgar Kaiser and Clay Bedford, after winding
up Bonneville, had been switched 476 miles up the Columbia to
the new site, They finished the dam in 1942, broke the world's
record for concrete poured in a eingle job (5,700,000 cubic
yards), and netted $7,200,000 before taxes for the group.

“STOP LAWIN' AND START DIGGIN'™

So the progress of the Six Companies, in the transition be-
tween Boulder and the war, was not altogether the smooth
triumphant journey it is sometimes made to appear. Shasta
and the first Grand Coulee bid were blows at its prestige; the
Broadway tunnel, on the other hand, was a stinging blow at its
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THE EARTH MOVERS BECOME INDUSTRIALISTS

In 1939 the Six Companies group, theretofore concerned with dams and
bridges and tunnels, followed Henry Kaiser into a new industrial venture—
the Permanente Cement Co. near San Jose, Picture on opposite page shows
the delivery end of the limestone conveyer belt, part of a mile-and-a-half-
long system. Henry Kaiser's latest industrial move, last year, was into steel

where his partners did not follow him. Above is shown his blast furnace
at Fontana, fifty miles east of Los Angeles, first blast furnace west of
the Rockies, The story of Fontana will be told in next month's FomTune.

professional reputation. The tunnel, a vehicular pass in the
Berkeley and Oakland hills, was a small job—only $3,900,000.
But Steve Bechtel was anxious to take it on. Kaiser says he
opposed it from the start.

The new show was incorporated as Six Companies of Cali-
fornia, Inc.—the last ever to bear the historic name. Bechtel
started the hole in June, 1934. Before long he was in serious
difficulty. His crews ran into water and shattered rock, and
while still short of the objective they became completely bogged
down. On top of that, relations with the District inspectors and
engineers were decidedly touchy, with charges of blundering
and bad faith flying back and forth. Thinking that a new face,
an older man, might salvage the situation, Bechtel resigned as
sponsor in favor of Henry Kaiser.

Before Kaiser took over, Bechtel had hired a stafl of lawyers
to reexamine the contract. He and they were convinced the
District's engineers had completely misrepresented the under-
ground conditions. Kaiser presently came around to the same
strategy and hired more lawyers. Some of the partners at this
point told Kaiser he was perhaps going too far. Morrison, Kahn,
and Corey of Utah thought for a time that their professional
honor required them to complete the contract, regardless of
loss. Crowe, who made a study of the situation, told them they
were through the worst ground and gave some Dutch-uncle
advice: “Stop lawin’ and start diggin'.”

memhh:mﬂunﬂmmimlﬂh
Kaiser thought he saw an out. If he
WPA money for the Distriot, :-;b- lhl
over to him and his partners for
to Washington, returned empty- handed Then, in desperation,
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Again they lost. A $239,000
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which had to complete the tunnel. Altogether the Six Companies
loat $2,400,000 on the job—mnot to mention the damage to

their reputation.

RISE OF THE SPONSORS

To prevent the conflicts over divided authority that plagued
them at Boulder the partners invented what they called “spon-
sorships” to run a common enterprise. A sponsor was the com-
pany elected by the others to run one or several operations.
Kaiser, for example, was sponsor at Bonneville. The most
hazardous part of Bay Bridge, on the other hand, was sponsored
by Pacific Bridge and Jack McEachern (General Construction).
The sponsor became the managing director of a job. He was
expected to call upon his partners for advice, men, and equip-
ment if he needed them. But once the job was under way they
were expected to leave him completely alone.

“Our original idea,” says Felix Kahn, “was that the job
would determine the sponsor. If the emphasis was on under-
water work, Charlie Shea or Pacific Bridge were logical spon-

rs. If the big problem was concrete or the handling of -

materials, Kaiser was the specialist.”

[n practice, however, this principle was not always followed.
More often the sponsor was the company that dug up the work,
or was most enthusiastic about tackling it (as Kaiser was at
Bonneville). And on several occasions a company was nomi-
nated to be sponsor merely because it was least busy when a
job came up. The sponsor drew no extra fee. “This has always
been a straight investment proposition,” says Kahn. “The
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sponsor’s one advantage for doing the work was being allowed
o make a little more money by a larger share of the
contract.” The sponsor almost never contral and by a
pﬂ:'knm?n"- understanding was expected to curb any impulse
b L

“There has never been any compulsion,” Kaiser says. “A
member has always been free to go into a contract or stay out.”
Atﬁm?hnwwlhqq:lil,mpaupad,mdﬂ;pinhdo;
g:h suggested a colony of amoebae. In the bidding over the
ny Bridge they separated into two groups and sctually com-
peted with each other,

Sinking the piers for this bridge involved masny hazards, Never
befare in hr‘ii;lﬁal:mﬂdiﬂg had foundations been laid so deep.
Accordingly, the partners decided to bolster their own organi-
zation with deep-caisson ex from the East: Dravo Corp.
of Pittshurgh; the Missouri Valley Bridge & Iron Co. of Leay-
enworth, Kansas; and Raymond Concrete Pile Co. of New
Yark, The official Six Com‘Plniu explanation is that this made
the group “too unwieldy™ to continue as a single combina.
tion. However, men who attended some of the conferences
insist that the pariners were in violent disagreement over the
plan of attack and unable 1o come r.

One combination budded off as Transhay Construction Cao,

In this, General Construction and MacDonald & Kahn had
the largest poroentage, each with 26794 per cent, Pacific Bridge,
Shen, and rrison-Knudsen teamed up with them, The mﬁr
group called itself Bridge Builders, Inc,, and it was composed
of Kaiser, Warren Bros, of Cambridge, Massachusetts, the
Bechiels, Utah, amd the threa outsiders. The first thres, form-
ing a unit here as they had on Boulder, held nearly 43 per
cent of the shares,

The two combinations hid against each othar for the main
job, the section between San Francisco and Yerba Buena
Islund. Transhay, with o 7 million bid, won. The remaining
section, from the island to Oakland, a $4,500,000 job, went 1o
Kaiser's group, Bridge Builders, Ine.

Then, as now, the investment pot was made up with an in-
formality that would shock most businessmen. After the spon-
zor had decided on his own piece, he would call “the boys"
individually on the telephone and ask how much they wanted.
If the total came to, more than 100 per cent, all allotments
were shaved down in proportion. Usually this was done in o
few minutes over the telephone.

There was surprisingly little animosity within the group,
Kahn attributes this to their foresight in expelling from their
councils two perpetual sources of grief—"money and per-
sonalities,” Says he: “None of us has ever drawn n penny in
salary or expenses from a job. Can you imagine the ﬁ:& l-
ing 211 would have arisen if Henry Kaiser had tried to take
more than Harry Morrison, or vice versa? And: “Some of
us made it our business, whenever a name came up and argu-
ments got personal, to have the meﬂini-djuuru-d, That, more
than any single thing, kept us together,

THEY LEARN ABOUT GOVERNMENT CASH

An impartant fact about the Six Companies is that for the first
eight years ( 1931-38) they persisted pretty much in their orig-
inal character as heavy contractors—earth movers, Several
pariners, however, had added a sideline or two, Morrison-
Knudeen, for example, had a small tractor, bulldozer, and

anything elss than contractors, Kenneth, thirty-add and the
to become a financial man. Warren, the eldest,
mhdupudmwﬁeh!muﬂjmwaiﬁ}ohm
in 1937 was thirty-seven, was eager to settle the compa
in “permanent™ business, That fear he found what he ¥
or years he had d Bechtel-Kaiser, Ltd. in build-
ing ;;;:{inu in the mid-continent oil fields, and presently he
found himself thinking about refineries. After a cautious in.
quiry, in which he discovered that the California refineries
were wholly dependent for their engineering upon firms located
the other lﬁln of the Rockies, Steve finally formed a company
with two experienced outsiders: John A. MecCone, the thirty-
five-year-old Executive Viee President of Consolidated Stee],
which had done oil-refinery engineering; and Ralph M. Parsons,
o forty-year-old deaigner of Chicago. The new company
was called Bechtel-MeCone-Parsons Corp, and, as Steve Bechtel
proudly maintains, “it was o success from the start,™

%
a

Yet B -M.-P. was 0 small affair compared to some of the
schemes that were stirring in Kalser's mind. “Heory always
had a good supply of dreams on hand,”™ says an associate, But
he does not appear to have taken them urﬂudr wuntil wround
1935, after a meecting with an old friend in Washington, now
Governor of the Federal Home Loan Bank System, James Twohy.
. From Twohy, who heads the Paclfic Coast contracting firm
of Twohy Bros. Co., Kaiser heard o welrd story: quwohr
Bros. a score of years before, hod built part of a projected
100-mile railroad between Grants Pass, Oregon, and Crescent
City, California—a development that was expected to exploit
the rich mineral resources of that wild forested region and
ereate & small empire, peopled by thousands of colonists, The
community of Grants Pass had laid ten miles of track, and
the Twohys mansged to lay six miles more when the shortage
of materials caused by World War I forced them to stop. In
the peace they could not get stagted again, and the Twohys
had kissed $500,000 goodbye, Now, however, Grants Pass
wanted Twohy to try to revive the project, but since he was
working for the government (Home Loan Bank Board) he
considered himzelf ineligible. Did Kaiser have any ideas?
“He took ﬁhi! right away.” Twohy recalls. "'Iﬁu said here
was a way to relieve unemployment,” Kaiser proposed a -
fifty partnership, and without understanding quite how i?gl

* happened Twohy suddenly found himself “a silent partner”

in the rejuvenated empire-building project, involving bustling
new cities, copper and gold mining companies, and a fine
new harbor for Crescent City, The problem of financing, Kaiser
took in his stride, HBIE:J 1o set the undertaking up as a
WPA project. What A wouldn't pay he was positive
RFC would underwrite,

Kuiser persuaded both the Oregon and California WPA and
the RaE:lﬁ:mm Administration to E;dnru the scheme, The
Army Corps of Engineers backed up development
of Crescent City harbor. Even Pmﬂﬂﬁm¢ seems to
have been fascinated by Kaiser's spellbinding brochures. But
then Kaiser met a stone wall, The ICC tu him down eold
on n certificate of convenience and necessity. “Kaiser tried to

[Continued on page 220]
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blitz them,” Twohy says, “but they just wouldn't be blitzed.”

But failure seems never to have discouraged Kaiser. He had,
after all, caught the scent of an important truth, It was that
“you could operate on government money.”

THEY TAKE ON THE CEMENT COMBINE

In a litle while (1939} Kaiser had another big scheme: to
take on the powerful West Coast cement combine and pry
loose some of its profitable business, Out of this came the Per-
manente cement company, and out of the cement company
came the shipyards, then the magnesium plant, then steel,
Practically everything that has made Henry Kaiser famous
began with the hunch he had about cement in the spring of
the Vedr war ."[-i“"lf."l].

As Kaiser tells the story, “It used to anger me to see the
cement companies gouge the little contractor, Cement repre-
sented a major part of his costs, but there was nothing he could
do about it." 2

A railroad man on the West Coast who has never liked Kaiser
says with respect: “When Kaiser decided to go after the cement
people, he didn’t take on any corporals.” The Pacific Coast
cement business was dominated by five companies run by ex-
tremely influential men—such as George Cameron, publisher
of the San Francisco Chronicle, Herbert Fleishhocker, the
Cowell family, A. E. Wishon of Pacific Gas & Electrie. The
Bureau of Reclamation had long been exasperated by their cus-
tom of submilting identical bids on nearly all government johs.

The huge cement contract for Shasta Dam [nearly six mil-
lion barrels) presented Kaiser with an opportunity to take this
complacent group on the flank. He took an option on a big lime-
stone |]r_'];-||-j[ near San Jose, And he also had a promise from
the Southern Pacific on a freight rate. That was quite all he did
have. He had no cement plant and knew nothing about running
one. Yet it would be Wrong to ir:|;|gi]||' he was ]|rIJJ||¢I-\.‘.._ He knew
that Ickes who was against identical bids would have to back him.

Kaiser insists that several of his partners hesitated to follow
him into the cement business, “They tried to tell me we couldnt
sell to other contractors with whom we competed. T couldn’t
follow that reasoning. I had been in the sand-and-gravel busi.
ness all my life. I eouldn’t see how it made anv difference
'n'l:-e".hl't I .=|‘-Jl:| -'.'!:h] .I|‘:r| J'_‘;I'.;I'nl'E or cement to my ;'-|.|r;rw1i1n:|1':-._
Some businessmen think you can never compete with someone
from whom you want something. I think the opposite,”

In all events, the then imaginary Permanente Corp. sub.
mitted a bid for the Shasta contract, It astounded the West
Coast business world by price-cutting the combine by 22 cents
a barrel on an si] million |.lil|. K.'ii-‘q']' -1i_|_! had 1o ﬁ_p;ht _F|'||_'
his contract. The cement erowd protested that Kaiser's bid was
illegal, since he obviously was without a factory to produce
cement, The government held up the award for a month while
it investigated the feasibility of building a plant. Kaiser even
had to put down an uprising of property owners in the Santa
Clara Valley, reportedly stirred up Ly the combine, who de-
manded that the county refuse him a building permit on the
argument that his plant would destroy property values,

The cement [l|.‘i:|[ wus made a Kalser _~:|m]1-nt_~.hi]}, Kaiser's
men 2tarted building the ]:].mi in June, 1939: the first cement
was produced on Christmas day of that year. It has become
the world's biggest cement plant, with a ca pacity of five million

rsayy 5 __ . _ B o 1
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barrels a year. The limestone and the clay quarries are in the
brown a quarter of & mile from the great kilns. A mile-
and-a-half-long gravity conveyer-belt hnhdhrsnmi-
ﬁh:llhunwlrﬂlﬁrhm;uuh“r w‘m ig out

imestone, testifies to ingenu man prides
himself as a mover of materials,

Permanente cement was & definfie boon to the Pacific Coast.
The immediate wis an 11 per cent reduction in
the price nfmtlur further clnims '&utiunﬁ:m
drove one of the old companies to spend $2 million on mod-
ernization, But these are small matters compared to what
the plant has meant to the war effort, not only on the Const
but also in the islands of the Pacific, Without Permanente's
five million barrels of capacity the huge underground sorage
tanks, the gun emplacements, the airplane rume
and the other ialands of the Pacific would have held up
for manths,

The company started to ship to Honolulu before the Jap-
anese sneak attack. It hought two ald shi Ancon and
Cristobal—to ot the cement in bulk, This had never
been done before in the tropies, and it was feared the moisture
would cause the cement to deteriorate. But Kaiser's men de-
cided to try it anyway, using compressed air to blow the cement
in and out of the ship.

The company is capitalized at $3.500,000, The plant cost
$10 million, of wl:-lr-hpl? million was borrowed from the Bank
of America, Kaiser has the largest single share—25.5 per
cent—with General Construction, Utah, and J. F. Shen, each
with almost wﬁ.—mmi“mmm riners’
shares run from Pacific’s token 1.5 per cent to Ma &

Kahn's 10.4 per cent.

“The cement ny is a tidy little operation,” says
Kahn, Tts profits re taxes have been running at better
than §1 million & year. Yet the importance of the cement plant
1o the Six Companics goes far beyond its being merely o profit-
able addition to their portfolios. The fact that they got away
with it seemed to do something to all of them, particalarly to
Kaiser. A western railroad man who knew him well has said:
“If Kniser's life can be sid to have o turning point, it was
then. He licked n tough bunch, From that time on he wasn't
afraid to tackle anything."

THEY BECOME SHIPBUILDERS

From cement the group went to ships; and what in the first
instance started out te be merely a chancy excursion into a
new sideline h:nlﬂrv;ﬂad with the second into o new career that
soon came to dwarl everything that had happened before,

Every Six Companies man tells a different story of how they
got into shipbuilding. When the accounts are compared the
following picture emerges: In 1937 Steve Bechtel and John
MeCone had o study made of the shipbuilding industry, From
the study Bechtel concluded “that shipbuilding seemed about
ripe to become big volume business and therefore it was a real
passibility for our kind of operations, I didn't get very far.
Nobody was interested. Nevertheless the subject kept coming
up over a period of months at Six Companies meetings. Then
Kaiser and Charlie Shea got interested. That helped the others
to ;h.lkz up their minds." a

n 1938 Jack McEachern suggestod that the group discuss
th idoa with his elons fried s fullow townmnes, Rososs

|

selves until they had a good-sized order in hand.
1939, the Maritime Commission called for bids on five C.1
cargo ships under the so-called
xﬂdsa!%:l ﬁﬂ'_r basis, Their §9 million hid
. On i g r id was

&&mmﬂﬂdh%hﬁh%w
nies was to build the shipyard, o two-way affair, and Todd was
1o run it

Thus Todd, the cutsider, really came in as . No one
inside the Six Companies was prepared to run a shipyard, In the
last war Felix Kahn had been mixed up with concrete ships and
Jack McEachern had had a hand in building some wooden
ships, But neither was disposed 1o stand on this experience s
an expert.

That was the beginning of the familinr chain of circumstances:

first the $120 million British order for sixty freighters in

December, 1940; then the alliance with the Bath Iron Works

to build thirty of these ships on the Past Coast; then the addi-

tional orders from the Maritime Commission that swelled and
swelled until even the Westerners' lust for volume was tempa-
rarily sated. The events surrounding the British order have
already been described by Fontuse (“Bl Splash,” July,
1941}, But n new anecdote supplied by Alden Roach, President
of Consalidated Steel -, Lad., shows how close the Six Com-
panies came to being overlooked in the first stress of hammering
out & war fleet,

Says Mr. Roach: “In the summer of 1940 [ went to Wash.
ington to see Admiral Vickery in connection with our own work,
He surprised me by asking if I knew of a live-wire organiza.
tion on the Pacific Const—one with a good reputation—that
would be willing to build ships. Now only the night before 1
bumped into Charlie Shea in the Shoreham lobby. It seomed
to me that Charlie and the Six Companies bovs wers made to
Vi "s order. 5o 1 asked the Admiral to give me a little
time; [ might be able to help.”

Roach muﬁt up with Shea that night. Shea lined up Steve
Bechtel and McCone, who were also in Washington. The fal-
lowing day, with Roach as host, they met Vickery for lunch,
“Next !‘J:ir:-[[ knew," says Roach, “they were right in the mid-
dle of the ilding business,” Vickery until had never
heard of the Six Companies or even Henry Kaiser. His dealings
over the C-1's had all been done through Todd.

25 PER CENT OF THE SHIPS

The British deal provided that thirty ships be built on the
East Coast and thirty on the West. To handle the East Coast
operation the combination added William 8. Newsll of the Bath
Iron Works as a partner, formirdg the Todd-Bath Iren Ship-
building Corp. around a seven-hasin yard 1o be built in South
Partland, Maine. For the West Coast operation they set up the
Todd-California Shipbuilding Carp. around a seven-way yard
1o be built at Righmond, on San Francisco Bay, The British paid
for the yards and agreed to pay a fee of §160,000 per ship.

It is no reflection on the Six Companies to say that the British
turned to them because they had nowhere else to go, All the
established yards were too small to handle the order, or too
h\'“}f burdened with naval, Maritime Commission, or Pfi'l'l-lﬂ
business, or simply not interested. The British themselves had
many misgivings. A member of the British mission, visiting the

[Continued on page 225]
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Richmond site two months after the contract was signed, remem-
bers seeing “a vast sea of mud"™ and wondering what his people
had bought.

A month later Admiral Vickery launched the emergency or
Liberty-ship program and the same need forced him in his
turn to deal with thess ambitious newcomers who were ready
to promise him the world. In January they were given contracts
to build three additional yards (in Portland, Los Angeles, and
Houston), and these were soon followed by orders for a total
of eighty-seven new ships, plus o second twelve-way yard along-
side Richmond Ne. 1. “After that," says Edgar Kaiser, “the
only limit seemed to be how much we could absorb,”

Without opposition from his partners, who could imagine
the griefl ahead, Henry Kaiser nominated himsel sponsor of the
two Richmond yards. The shipbuilding contracts came at a
most opportune time for him. The Grand Coulee job was about
finished ; be had a thoroughly seasoned organization of 5,000
to 6,000 men, trained in handling heavy materials, which he
was ahle 1o divide between the two yards. Clay Bedford was
put in charge at Richmond. Edgar was sent to Portland. An-
other corporate instrument, Oregon Shipbuilding Corp., was
set up o deal with the latter operation; Todd was given a 50
per cent share. Charlie Shea as President was nominal boss.
Yet he could hardly drag himself to a desk. He never mentioned
it but the partners knew he was dyving of cancer; he would be
dead before another year had passed,

It was inevitable that a clash should come between the Todd
group and these brash, fast-moving men of the West. “The
Todd crowd decided we were too impulsive,” says Felix Kahn,
“No doulit we were.” The Westerners thought the Easterners
were coutious and hidebound. The actual break came in Febru-
ary, 1942, when Henry Kaiser set up Richmond No. 3 yard,
without inviting Todd in. The erowning insult lay in the fact
that Richmond No. 3 was designed to be a repair yard after
the war—invading a field heretofore dominated on the West
Coast by Bethlehem and Todd.

The separation was effected with a simple geographical
division. In exchange for Todd's interest in the West Const
vards, the Six Companies surrendered their pieces af Houston
und South Portland. Todd's departure left Kaiser and the
Bechtels dominating the group’s shipbuilding. For the Six
Companies, Kaiser bossed Richmond Nos. 1 and 2 yards
and Oregonship, with a 23.6 per cent interest in the first two
and 22,7 per cent in the third. Last year, on his own account,
without participation of the group, he added three more yards
besides Richmond No. 3)—Richmond No, 4, Kaiser—Swan
Island, and Kaiser-Vancouver. Early l!mir:‘;'ear, with the Walsh
Construction Co. (& Coulee partner) and Morrison-Knudsen,
he took over the Rheem Shipyard st Providence, Rhode Tsland.
The yard was then building Liberties, It had failed miserably
and the Maritime Commission asked Kaiser to step in.

There are three other yards in which the group is interested.
The first s the Evansville (Indiana) Shipyard on the Ohio
River. It is sponsored by their ex-pariner on the Bay Rriﬁih
Missouri Valley Bridge & Tron. This is an all-Navy show, de-
voted to tank-landing ships. The second is the Alameda Ship-
yard near San Francisco, sponsored by Pacific Bridge. This
is & fnirly small yard also working for the Navy. The third
is Marinship at Sausalito, newest of the group's yards, now
building tankers, This show belongs chiefly to the Bechtels,

15

whose interest is 66%

California Shi
sland near Los A

per cent. The Bechiels also sponsor the
ilding Corp. (Calship) at Terminal
with a 30 per cent share,

“WE'LL BUILD THE SHIFS™

What Henry Kaiser has done with the Liberty ship is, of
course, one of the household epics of the war, 'hﬂ first ship
built for the British took 196 days, from keel laying to de-
livery. Today Edgar Kaiser's Oregon yard has eut time
io twenty-seven days and by the end of the year he expects
1o reduce this below hrenmﬁ're days, The Kaiser and Kaiser-
spansored yards alone, with a total of 186,000 workers, today
are launching ships at the rate of one every 15.3 hours. When
the Bechtel-sponsared (‘.n]-bijv and Marinship yards are added,
the total workers on shipbuilding are 243,600 men and women,
and the launching rate steps up to a ship every 10.3 hours.

The original assignment was the Liberty ship (EC-2), a
simple standardized design that could be mastered by repe-
tition, The Maritime Commission felt it could entrust Tri:
relatively foclproof ship to the green yards, thus saving the
established yards for more complicated jobs, But the 5.?..:.
ermers refused to stay put in this rut, "(gi-'ﬂ! us the design,”
Henry Kaiser dinned into Admiral Vickery's ears. “Give us
the designs and we'll build the ships.”" Today, in addition to
the Liberties, they are producing troop carriers (C-4'), 16,
600-deadweight-ton tankers {T-2%), auxilinry aircraft carriers,
and escort vessels (frigates).

The group, starting with nothing, has come to command about
25 per cent of the Maritime Commission's program. As of
June 30 their contracts alone stood at more than §3 billion,
of which more than §1 billion have been delivered. Even Mr.
Kaiser, when he saw these totals, refused to believe them.

But the question is: how well is the group doing compared to
other shipbuilders?

In recent months some hard things have been said about
the Kaiser-managed shipyards. In June an unknown Maritime
Commission auditor made the front pages by testifying before
n congressional investigating commitiee that the Richmond
vards wore hoarding materials, that $100 million had heen
epent on troop carriers and not one had been delivered. A Con-
gressman, who later claimed to have been misquoted, appeared
to give officinl sanction to rumars that many Kaiserbuilt ships
were defective.

[Continued on page 226]
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[Continued from page 225]
The facts appear to be as follows: ing 1o Henry
Jackson, chairman of the House Merchant Marine it

tee, the Kaiser-managed yards have not had “a high

of ﬁﬂurﬁ;: ﬂmmhm&w ships have as
good as put out by any " The worst failure
Schenectady, which cracked and sank in the
Willamette River. Henry put the blame on Carnegie-[llinois,
aceusing &cmmdnmyin;him with defective steel, An
imﬂﬁs:d' committee of the American Bureau of Shipping
conelu al poor welding was chiefly the fault. No further
failures have been

As to the production record, there is no underestimating the
job Kaiser and the Bechtels have done with the Libarty,
one ather yard is in their class—the North Carolina Shipbuilri
ing Co, (Newport News subsidiary). The Maritime Commis-
sion ranks the nation's yards thus: first, ip; second,
North Carolina; third, Richmond Nos, 1 2; fourth, Cal-
chip.* And among these, Oregonship, undér Edgar Kuiser,
in easily the best—"the best and the fastest,” says Admiral
Vickery without reservation.

The momentum that young Edgar Kuiser has worked up in
his yard becomes evident when one examines the Houston and
Delta yards on the Gulf. They were started exactly the same
tima. ﬂul when Edgar Kaiser by mid-July had made nine-
teen “rounds’ of all his ways, the other two had made only
nine. Nevertheless, it would be wrong to assume, as many da,
that the Kaisers completely dominate the Liberty.shi

ram. The competition between John Mmm%‘%

aiser is fierce: the latter has the in output per way,
McCone, with & maximum output of twenty ships per month
{against Kniser's cighteen), can claim to deliver more ships
than any other single yard in the world.

BUT IT WAS NOT ALL MIRACLES

Now the Six Companies expected to do well with this mass
ship, just as they expect to do well with the slightly bi
Victory ship to which they are planning to shift in cmﬁ?
Tt is, after all, just a construction job,” says Ken Bechtel, “a
problem not so much of production as of materials handling,”
Their difficulties, not so well publicized, began when they
took on more complicated ships—for example, the hig C4',
which Richmond No. 3 is now producing. The yurd has lsunched
five ships, was originally scheduled to deliver its first in May
but has yet to do so. There were extenuating circumstances—
interference from the Janding-barge m, then design

changes in the chip itself. Even so, Admiral Vickery says"

grimly, “Kuiser has done a creditable job with the C-4"s but
I'm pinning no rose on him.”

Nor have the Kaiser yards been doing any chest-thumping
over the landing barges (LST"). This program, when it was
pushed into the merchant yards a year and a half ago, carried
an overriding priority. Richmond No. 4 and Kiim-%mm
had contracts, Bethlehem-Fairfield ran off with the honors,
Richmond turned in the worst job of the three,

Richmond No. 4 is aleo building frigates. Admiral Vickery
nominated it to be the lead yard for the national program,
*Net to be overlooked (s Bethlehem-Fuairfeld Shipyards, Inc., of which the
Truman Commitiee said last April, “Like Oregon and North Carsling ship.
rards [it] has made an excellent record.” However, it cannot be fuirly com-
pared with the other yards becanse It was swirched from Liberties to
londing barges and back agein, &t o cost of much momentum,

managed Marinship yard, which was converted 1o
ﬂ:‘.i‘ﬂlﬂr“ﬂ stest of the six yards that were started at

i

less intricate than o
tacular contribution outside the Liberty will be the new auxil-
fary aireraft carrier that son Edgar is producing at Vancouver,
Starting in January, the yard by mid-July had launched seven
carriers and delivered ane. By the end of 1943 the yard should
be delivering six a month,

SOLILOQUY IN A SHACK

Frank Crowe, who helped the Six Companies partners off o
such a fine start at Boulder, has his office in a wooden shack
perched on mﬁyldfumﬂmhngtbe Saeramento Valley
where the ny bulwarks of Shasta are rising within the
comtu fii-l:.q'hn dam will be finished next winter, almost
# year ahead of scheduls, and Crowe to be without
dums 1o build until the war is over. From where the
dam is located, to Oakland and San Franciseo is a jump.
Crowe likes the “smells and the sounds of the river ma.”
He seldom goes to Illerc-.ity !ILu-u his old uuu:il:ﬂ. But the
newspapers, the magazines, radio tell him t are
da .F:'m without them he would know they i
terrific pace from the suction their shipyards exert on his time-
keepers, clerks, and laborers isolited in the quiet hills,

“Edgar Kniser was one of my foremen.” 'Eipr emplays
94,000 men, manoges & $5,500,000 weekly pa . He even
has a special office to which be can withdrnw if an impartant
telephane call cames while he is holding a conference, *Clay
Bedford ran the garages at Boulder.” Bedford bosses 92,000
men ot Richmond and runs foor shipyards, “Steve Bechtel
always was terribly ambitious,” He is sponsor of the great
Calship yard with 42,000 warkers, which is run by hig B.-M.-P,
partner, John McCone, “Ken Bechtel at Boulder was just a
kid, his father's constant shadow.” Ken, besides being financial
man for all the Bechtel interests, now manages Marinship, the
newest of the yards, the most beautiful, and potentially one
of the mast efficient. “They certainly have gone a long way,”
says Frank Crowe with sincerity. But sometimes it gives
him a funny feeling to hear Henry Kaiser ealled “Hurry-up
Kaiser.” He says wistfully, “That was what Henry used ta call
me ot Boulder.”

mmnfﬁESﬁCnmmk:rﬂlhmﬁddﬂr.mh
maore exact, will be brought 1o date—in the October [1sue
of Fortune, The reader will follow the trail of the Earth
Movers as it leads closer to the heart of war production—to
;Fnuiumm&mimdﬂrmﬂ.i;::&dinamdu ieg

airfields in Alaska, To remote bases in the Pacific.
And to the most elusive objective of all: an appraisal of
the phenomenal Six Companies partner, Henry ], Kaiser,
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HE EARTH MOVERS III

DESPITE HENRY KAISER'S VENTURES INTO INDUSTRIAL REALMS, THEY
DECIDE TO STAY AS THEY ARE—'"'CONTRACTORS LOOKING FOR BUSINESS"

piers for the cight-mile San Francisco—Oukland Bay Bridge,
going deeper than pier builders ever had gone before. The
restless, tireless Henry Kaiser led them into the cement busi.
ness; they had built the world's largest cement plant and broken
the West Coast monapaly. The war itself offered the tremendous
challenge of ships, and with the Bechtels and Kaiser leading the
way they became the world's biggest shipbuilders. -

Those epi have boen recounted in the two

The magnesium idea wont back o the conscientious efforts
of the late Horry Davis (he was killed in an automobile acci-
dent n year and » half ago), manager of the cement plant, to
find use for his cement kilns if demand fell off. In the summer

&

]
£
£
B
:
;
:
7

;
F
£
L
£
!
i

e

Bi

Kniser in the Waldorl-Astorin. Occurring after & wild
across the continent, the meeting must have been a
anticlimax for the inventor. Hansgirg was accom
K. E. Clarke, President of the Marine jum
Corp. of San Francisco, with whom he was negotiating for
modification of his Kaiser scems not to have
imy by the pair, and called the deal off.
Kaiser's interest seems to have been rekindled
Thomas G, (“Tommy™) Corcoran, of the dismantled N
Deal team of Coreoran and Coben. The contractor had
introduced to him by John D, Reilly of Todd

and Corcoran had helped two California
YTk rghindtig e b

4

fic It

:
H

the fees coming to them and Todd for the ships they were to
build for the British.,
As for the plant, Hunsgirg was the only ane in the U.5. who

knew enough about his process to be able to design it. Troubls
wns that he considered himself bound to give his time to
Clarke, Kaiser, however, wantpd him. As Hansgirg tells it,
Kaiser informed Hansgirg he wasn't dealing with Kaiser but
with the U.S. Government, apd if Hansgirg “wouldn't work
for him, the government would find methods forbidding me to
stay at this country any longer.” The alien Hansgirg gave in,
signed an attractive if involved ten-year contract. He was
rushed back to n fourteen-room suite in New York City's Hocke-
fellgr Center. There, assisted by engineers from Bechtel-
MeCone-Parsons and the cement plant, he was put to work
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designing a new plant. Having no plans—the Japanese had
kept those he used in Korea—he had to work from memory.

During the three frantic weeks the draftsmen were reducing
Hansgirg's ideas to paper, the loan hung fire in Jesse Jones's
office. The loan might have failed if Kaiser had not wangled
an endorsement from Bill Knudsen, then one of the heads of
the old OPM. The first advance of $3,500,000 went through in
February, 1941. It was increased until the total borrowed from
the RFC reached $22,750,000, against which the earnings from
Richmond No. 1 and No. 2 shipyards were pledged.

At the end of February all the men who had flocked east
to design the plant flocked west to build it. Kaiser decided
to build it in lovely Santa Clara Valley, alongside the cement
plant. That way he could spread his management over both
properties. Furthermore, the naturdl gas used for heating pur-
poses in making the cement could be economically used as a
cooling agent in the magnesium process.

No other war project in the nation, except perhaps for Wil-
low Run, got off with the rosy predictions that attended Per-
manente magnesium. The usual development—first the pilot
plant, then a unit, then the plant—was taken in a bound.
Before steel was up, Kaiser was saying that the plant would
produce twice as much magnesium as the whole industry had
produced before the war. For a while it looked as if the lion's
share of the magnesium expansion would be given him, rather
than Dow, the natural leader. In all events, Dow’s negotiations
with Defense Plant Corporation for doubling the capacity of
its new Texas plant were at a standstill for months,
Permanente was scheduled to start putting out magnesium



not later than November, 1941, and to reach capacity produc-
tion of twe or more million pounds a month four months later,
Right on schedule, Washington brass hats were sent neat
samples bearing Kaiser's compliments, But for a long time
the samples seemed to take nearly all the metal that Perma-
nente was able to produce. In July, 1942, after the plant had
been in operation nine months, a WPB officer said: “Kaiser's
plant has delivered exactly 5 per cent of the huge amount he
has promised. We don't count Permanente’s production at all
in our regular magnesium plans any more.”

“NATURE CANNOT BE COMMANDED LIKE MEN"

It looked as if Kaiser had bitten off more than he could chew.
His men had to feel their way along, a technique that must
have seemed odd and irritating to him. The process being new,
they continually ran into bugs, whereupon Hansgirg proposed
to stop everything and do a research job. Since it takes furnaces
ten days to cool off, two weeks were lost every time they had
to be shut down for repairs. Several men were burned or gassed
to death as a result of haste and carelessness. Three were
killed, for example, when a small explosion blew out a rubber-
hose ronnection and caused the fantastically inflammable mag-
nesium to burst into a consuming flame. “Mr. Kaiser, himself,
surrounded by yes engineers,” says Hansgirg, “worked per-
sonally at the plant, giving orders to the workmen and engi-
neers, hurrying the operations so much that everybody be-
came confused and several accidents occurred, Mr. Kaiser
certainly is a construction genius, wherever he has to organize
mechanical forces and manpower . . . in the very shortest time.
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“EVERYBODY WINS AND NOBODY LOSES"™

The blocks represent enly a few of the Six Companies’ dozens of jobs, big
and little, all over the world. But they show how inconsistently the shares
of the members tend to divide up, and how outsiders often are called in for
their special talents or resources. Whether a partner goes into & job “spon-
sored” by somebody else, and to what extent he goes in, depends upon how
he feels and how much money he is willing to risk.“Thus,” the partners say,
“everyhody wins and nobody loses.” Note that Henry Kaiser, the old sand-
and-gravel man, has the biggest single share in supplying the aggregates
for Shasta Dam. But Henry Kaiser, the sand-and-gravel man turned indus
trialist, has the biggest single share of both Permanente Cement and
Permanente Metals. Not shown is Fontana Steel, which he owns entirely.

But.he has not any understanding and feeling for a chem-
ical process, and nature cannot be commanded like men and
machines,”

The financial record to date seems to provide no great com-
pensating comfort. Costs have gone and are going down, but
they are still decidedly not competitive. Dow's costs, includ-
ing plant write-off, are 18 cents a pound. On the same basis,
Permanente’s are more than twice as high. Since the base
price of magnesium is about 20 cents a pound, and of air-
craft type 23 cents, the plant seems to be losing about §12,000
a day. Competitors scornfully dub the Kaiser-modified Hans-
girg process “an interesting laboratory experiment” and re-
gard it as commercially unsound because the material must be
handled too often.

Kaiser and his men agree only that they have not lived up
to their original schedule. All in all, they are proud of what



1%

they have done. “No chemical process,” says Gene Trefethen,
“was ever carried along so fast.” Kaiser himself points out
they had to operate part of the plant while the rest was
being built. “l hope that someday'we can build something
before we have to operate it,” he says, as if he did not enjoy
just the opposite. They did not get along with Hansgirg, whom
they considered fussy and obstinate. As a matter of fact, they
have been on their own since December, 1941, when the FBI
took Hansgirg in custody as a dangerous alien. Though he was
later paroled, his contract has been canceled, and the "Herr
Doktor” now teaches at Black Mountain College in North
(Carolina, far from Permanente,

As for costs, Kaiser's young men insist, despite the skepti-
cism of some of the Six Companies partners themselves, tha
they will perform the near-miracle of reducing them by more
than 50 per cent and matching Dow by next year. Undeniably,
they will be able to pay off their RFC debt this year out of
shipyard profits, which can be used for that purpose before
taxes are deducted up to an amount equal to 20 per cent of
the plant value. They will have no interest charges to worry
about and will have a new plant. They also think they will
get manufacturing costs way down. They never tire of point-
ing out that the Hansgirg process is potentially the cheapest
on the basis of raw-material cost. They are developing by-
products that alone, they think, will reduce costs by 2 or 3
cents. The plant is going at 67 per cent of capacity. When it
is running at full capacity, costs should drop more.

Standing in the presence of the magnificent plant in Perma-
nente Canyon, Kaiser's young men are dead sure they will
come further than they have, If the beauty of the plant is any
augury, they should. Here, as perhaps nowhere else, the
charming, the purposeful, and the big are merged in a breath-
taking pattern—enormous hammerhead cranes, row upon row
upon row of retorts, humming conveyer belts, flower beds,
fountains, cool white concrete buildings. Everything is arranged
according to a gravitational logie—buildings and processes
descend the hill in a seemingly effortless way.

THE CONSTRUCTION MEN

While Kaiser was sweating and fighting his way through an
untried metallurgical process (as well as tending to his con-
tracting jobs), the other seven of the Six Companies boys were
sticking to the good old tried process of contracting. True, the
resourceful, prudent W, A. Bechtel Co.—through an affiliated
company, Bechtel-McCone-Parsons—was showing a flair for
becoming more than earth movers. As quasi-industrialists they
were spreading themselves all over the world—designing and
building refineries in the Persian Gulf, at Curagao, and in the
sub-Arctic. They were building and running a huge airplane-
modification center at Birmingham, Alabama. It is perhaps
the most difficult technical job, after magnesium, in the whole

HENRY KAISER'S PARTNERS BUILT THESE

W. A. Bechtel Co., the only partner in the Six Companies group besides
Henry Kaiser with a fair for industry, are contractors, engineers, and in-
dustrialists. Their affiliate, Bechtel-McCone-Parsons, built the fractionating
column on the left for the Union Oil Co. It built and now operates the
greal aircraft-modification plant at Birmingham, Alabama (right), where
bombers are changed to meet special geographic or combat conditions.







be a sponsar, arranged o deal
1o borrow the money from RFC—823 million. “It's & tremen-
dous field,"” Kaiser exulted. “It will ba a great thing for us—
and for the Coast.”
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Canol in & $76 million contract, and with the highway ranks
as ong of the two biggest creative jobs in the interminable
mountainous reaches of the upper Northwest. Steve Bechtel,
alang with H. C. Price Co. of Bartleaville, Oklaboma, and W. E.
Callahan Construction Co. of Dallas, Texas, was asked by the
Army Corps of Engineers to do the job, Bechiel-Price-Callahan
has been warking on Canol for a year and a balf. It is scheduled
to be finished by the end of the year, There have been broad
hints that drilling (by Imperial Oil Ltd. of Canada) has re-
vealed a structure that may become one of the most important
oil fields of the continent. But merely the presence of a sub-

that soon will be striking at Japan, “When I think of what
may come out of this country,” Steve Bechiel says, “[ see the

outlines of great things, This country is on the overland ap-’

proach to Aluska. It is on the great-circle air route from the
U5, to the Far East. God, what & place to find oil.™

The other Six Companies boys were doing just as well. Felix
Kahn, Gil Shea, and Jack McEachern stayed at home and built
cantonments, dams, and airfields, But Pacific Bridge went out
to Pearl Harbor to install graving docks for the Navy; and
after the Japs struck, the Navy impressed Pacific Bridge's su-
perb talents as an underwater specialist for the raising of the
sunken ships—a job that its Vice President, Jack Graham, re-
cently completed with great distinction. Even conservative, hide-
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that can be said is that it called for nirfields, channel dredging,
M
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El "8 nmml purchasing agent for odds and ends—razor
h&mmmhﬂlp]ﬂ equi ele.—tn the
Pucific bases. Purchases have run iﬂi;Tu'mﬂlimu 1 mﬂpﬂr
Fmﬂmmmﬁhm.mmmdi@a
uudmtinginlhnﬂl{utlﬂdfuthumod islands of the Pa-

officer to say, “He is one of the greatest builders the world
has ever seen.™

THEIR MONEY

[Continued on page 193]
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unlimited, We could ruise §3 to 85 million in fifleen minutes
on the phone. We could raise $20 million almost "

In view of the dozens of projects in which the various com-
panies are involved, both separately and in combination, it is
impossible 1o cast up & worth-while profit-and-loss statement
either for the group or for any individual, All the companies
being priv-lnlylmhfnu public statements are available. Though
Kaiser works entirely with public money, he as o matter of
principle deplores any mention of in connection with
his enterprises. Most of the Six Companies executives, however,
toss off their financial figures in the same easy confidence that
an Easterner mentions his golf score. From them a number of
interesting, even astounding, estimates can be made,

Shipbuilding, of course, is the biggest item in the Six Compa-
nies portfolio, From January, 1941, when the yards went into
production, to the beginning of May, 1943, the fees carned by
Oregonship and Calship came to the huge figure of between $20
and $25 million each, Last spring the Maritime Commission
cut the fee per ship about in half. But Calship expects to eamn
§23 million this year, and Oregonship even more,

The other yurds have not done so well. This year, if Rich-
mond Ne. 3 is able to deliver its quota of troopships and No, 4
its quotn of frigates, they should take in over $6 million be-
tween them. Last year Kaiser's Swan Island, just getting started
with tankers, eamed practically nothing. klim*‘l'rlm'l'ﬂr.
however, drew down $1,600,000 on landing barges. This year
the first, if it delivers its schedule of fifty-six tankers, should
collect $6 million in fees. The second, with fifty carriers sched.
uled, should do as well, This brings the likely 1943 fees for
these gix yords to over $60 million. With other yards under
their management, the total comes to around $75 million,

Yet chips are only part of the group's income. Six Companies®
shared intake from the Pacific Naval Air Bases will not be
less than §3 million before taxes, Their fiyer in Joshua Hendy
has become a business grossing around $100 million a year,
which this year will earn E;l]:p: §10 ar 815 million if Charlie
Moore can ever get the straightened out. The Bechtels
alone will take $250,000 from Cancl and maybe $600,000
more from the modification center,

All this is befare taxes, renegotiation, and nonreimbursables
(costs the government will not pay ), which can't be determined
accurately now but will cut into profits ly. Calship, for
sxample, expects to have only $4,600,000 left after taxes and
before renegotiation and nonreimbursables—about & Gfth of
its fees on about §350 million worth of ships, Taxes on each
partner's share will also cut the figure, Yet the only deficit item
in this undeninbly satisfactory profit picture is Kaiser's brain
child, magnesium, Last year it lost $3 million; this year it will
perhaps lose §5 million more,

“AN OCCUPATIONAL SCHISM'

Their experience with magnesium hos so far ratified the dis-
trust that some of them originally felt for it. They joined it
willingly, perhaps, but with a distinct feeling that it was not
in their line. Although Bechtel-MeCone-Parsons retains its
financial interest in Permanente, the company called its engi-
neers out of the canyon with considerable relief when it
nppeared the job eould be finished without them, Then, in
February, 1942, Todd got out of magnesium entirely. (The re-
caonstituted ownership is shown on 140.) Although this
cecurred automatically when the shipbuilding association of

Mmﬁn-pujmmmkhgthufwy.maf
the partaers probably would have been dubious about it, With
mmﬂhmlﬂh were contractors and not
ind ists, or at any rate not Atlas industrislists of the
kind that Henry Kaiser seemed determined to become. What
had developed was, in words of ene Six Companies man,
“an pational schism." And the more Kaiser became the

them to join him in steel, they did
not warm up 1o it Harry Morrison remembers how argued
with him. “One reason we didn't join was that we felt Henry
would come along later and say ‘We need more money to run
this plant.’ Henry's answer to that was ‘Well, boys, you must
understand 1 haven't encugh money to run this plant and I
am not going to ask you to do it In other words, he is figuring
that when the war is over he will have to have either govern-
ment or public money,”

Felix Kahn, however, probably ex the real doubt
in the minds of most when he savs: “We were at a crossroad,
Steel wos 0 process and that's another kind of business, o
creative business, for which we had neither the training nor
disposition, We decided to stay as we were—contractors look-
ing for business all over the world, ready to build ng to
somebody else’s design and specifications,” Kahn had his own
reasan for rejecting steel, “As a contractor I like ln}:ut my

into a specific job, do the job, and pull out, T didn’t
like the idea of freezing my capital in a steel mill."”

Kahn, McEachern, Les Corey, the Bechtels, and Swigert were
all opposed to steel, Shea and Morrison were willing, But after
anguished soul searching they decided to run with the others,
Kaiser had to go into steel by himself, In so doing, he seems to
have sct a pattern for his own future.

“WE GET HYSTERICAL AND YELL"

Henry Kaiser tells people that he always has been interested
in steel. Actually, it was not till the summer of 1940, long
after loss voluble Westerners had clamored for o Pacific Const
steel industry, that his interest galvanized into muhm
cific. For one thing, government money was then av

for new industry. For another, in July, 1940, Chad Calhoun,
his Waehington man, who believed we would soon be in‘the
war, wrole him a long memo predicting an unprecedented de-
mand for steel, The West never has hild mﬁnl.np{;?:
steel industry, i.e., one moking its own pig irod, West

steel mills have always had to rtij"':ﬂ Hll:{rn*hm_ﬂ Moun-
tain plants for all their pig iron and most eir

and Il:l'w TEVET COMe neir :maﬂ.lng the West Cam‘dem_um
finished steel. War's impact, even though merchant shipyards
as yet amounted to ﬂmmld. he thought, inevitahly

! % o
im’rbjz ;I:umu to get authorization from the old NDAC

National Defense Advisory Commission), and a
Lmlhwu, Ngrﬂw:lmlmﬂ hfhci;induﬂr[:}?ltum

[Continued on page 194]
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that time were against raw-material expansion of any kind,
to say nothing of steel expansion on the Pacific Coast by a
sand-and-gravel man. NDAC would give no authorization un-
less Kaiser conld prove he was able to build and run a steel
plant. Calhoun, who had found out a few basic facts about
the steel business, promptly went to a local representative of
Republie, one of the industry's unregenerates, A meeting was
arranged between Kaiser and Hepublic's Tom Girdler.,

Describing his motives as entirely patriotie, Girdler said
he would be delighted to supply lr.l'j;niul talent that Kaiser
lacked, He said he would join Kaiser in a Defense Plant Cor-
poration project, Nothing eame of the proposition. NDAC was
still convinced there was too much rather than too little steel,
Four months later, one day in December, 1940, Calhoun
picked up a dope column and read that the New Deal was
interested in establishing o Pacific Coast steel industry, Within
several days Kaiser was talking to Leon Henderson and Lauch-
lin Currie, They verified not only the New Deal’s interest in
Pacific Coast steel but its deep dislike of Girdler. Kaiser
bluntly phoned the news to Girdler in San Diego. Neither
embarrassed nor surprised, Girdler simply told Kaiser that
he would break off the deal but would still be delighted to
give technical assistance, Without that assistance, Kaiser prob-
ably would not have erected his steel mill,

By the spring of 1941, steel was becoming scarce. Kaiser was
having trouble getting it for his ships, “When we can’t get
something,” says Calhoun, “we get hjrlb:nl:u.] and yell like a
linde kid that doesn't get its stick of candy.” Kaiser yelled. He
made a formal proposal to OPM, asking $150 million for
an integrated steel plant. Drawn up in a hurry, the proposal
was vague in spots and mentioned five diferent I)l;uul‘h!g- Jewa -
tions, Senator Abe Murdock of Utah, alwaye on the lookout
for war industry for Utah, heard about it and rushed Kaiser
to see Roosevelt, The meeting, at which Kaiser and Roosevelt
were supposed to have talked about the uneconomy of hauling
stee] to the West Coast, created a furor in the industry. Never-
theless, when SPAB printed a report on the proposed ten-
million4on addition to steel capacity, Kaiser was not included.

For four months Kaiser all but submerged official Wash-
ington under tr]tgramn and memos, Finally, in Fl:hruar:,r,
1942, & year and a half after he started on steel, WPB invited
him to discuss it. WPB thought it might let him have a hlast
furnace provided Kaiser could get a turboblower for it Inger-
soll-Rand, which makes murboblowers, was loaded up.

“What's a turboblower, Chad?" Kaiser asked Calhoun.
Chad guessed it was a turbine and a blower,

“Why, we can build one out st Joshua Hendy, can't we?"
Kaiser decided. Though he didnt know, Calhoun said sure.
They phoned to Charlie Moore at Hendy, where they were
building ship turbines. Moore wired back: “Regarding turbine
blower, can build unit in three or four months,” None of them
seems Lo have known precisely what a turboblower was, but
Moore's wire satisfied WPB, Shortly afterward WPB provi-
dentially discovered that Ingersoll-Rand could deliver,

S0 Kaiser got authorization for a 822 million blast furmace.
He personally followed the O.K. forms around from reom to
room while WPB experts initinled them, hungrily watched the
envelope being sealed, and hopped a cab to RFC offices to
wail for it. Jesse Jones was unwilling to lend $22 million to
an organization with no steel experience, Kaiser felt sure Tom

Girdler would help him. He called Girdler and asked him.,

TCosntinuad an nars 1087
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YOU CAN'T DRAW A LINE

Americans are winngg a war all over the world today.
They fight abroad afd they produce at home, You can't
draw a line and saf one side is the home front and the
other the war frofpt. An idle machine at home i6 o
direct a threat af an enemy machine gun. & A major
problem in thf smooth and efficient operation of

our war prodfction is skin irritation in industry,
TARBONIS CHEAM is a weapon designed to combat

this "aid and comfort to the enemy™, not merely

guard agafnst it. Used in a tested " Planned
Procedurd™ it is a ready implement to Elamp
out this gver present menace. » In plant after
plant indindustries as diversified as plasties
moldipg and leather tanning ... from
machine shops to ship yards . . . medical
diregtors and safety engincers report
TARBONIS CREAM the most effective
mpans of eliminating occupational

in irritations. » TARBONIS CREAM
an solve your problem. « Our
policy:—It performs effectively or
we absorb the cost. The record is
that good —it justifies this offer,
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[Continued from page 194

“Of course T will,” said Girdler, “We have a war to win,”

Kaiser then asked Girdler to repeat the pledge to Jesse
Jones, and handed the phone to Jones. Girdler told Jones that
he had never thought a large steel plant on the West Coast
was # practical undertaking, but that if such a plant was needed
for the war effort he would help Kaiser all he could,

That day Calhoun phoned Cleveland and talked an hour
to Charlie White, Republic’s Vice President in charge of opera-
tions. He got enough technical data to submit a proposal for a
steel plant and plate mill the very next day, “We had such a
good case of shortage of plate,” savs Calhoun, “that the pro-
posal went thruu;:i‘l."

So Kaiser put up his integrated steel mill at Fontana, Cali.
fornia, in the San Bernardino Valley arca about fifty miles
out of Los Angeles, In full production the end of this year, il
will have an annual capacity of 432,000 net tons of pig iron,
675,000 net tons of ingots, and 00,000 net tons of plate,
It is relatively small, less than half as large as the DPC Geneva
steel plant in Utah, operated by 1.5, Stec],

FONTANA: WAR BABY?

No undertaking of Kaiser’s has ever been surrounded by o
much outside pessimism as Fontana, Almost everybody wha
knows about it knows several reasons why it may turn out to
be a lemon. It will have to be equipped to make tin plate, wire,
pipe, and ]igl:ﬂr_‘:.h[l:{:]ﬂ before it can compete in the postwar
western market, Consumption of any single item may be too
small on the Pacific Coast to justify a plant producing it only
for the Pacific Coast. The iron mine at Kelso is good for only
six or eight vears, and there are no proved big mines nearhy,

As for costs, coal comes from Utah, 807 miles away. Kaiser
talked Union Pacific’s Bill Jeffers into making a special rate
of $4.40 per net ton against a regular rate of £5.30, and
thereby upset the whole western rate structure, but even so
$4.40 adds a heavy burden to the cost of coal. one and one-half
tons of which go into every ton of steel. More important,
Kaiser had to borrow 8106 million from RFC, needs 25 mil-
lion more for working capital. If the war keeps up and his
shipyards work at capacity and present profit rate till June,
1945, he will have been enabled to pay back no more than
362 million. Even then interest and depreciation, with the
plant at 100 per cent of capacity, will be some $5.50 per net
ingot ton against $4.33 for U.S. Steel and $3.34 for Bethle-
hem. If the war ends sooner, he may be faced with the neces.
sity of selling securities to the publie (which the Six Com.
panies has avoided like the plague)} or letting RFC foreclose,
And a steel price war could be a terrible thing for Fontana,

Neither Kaiser nor his men seem very worried. They admit
that their ability to hold Fontana will depend to some degree
on how long the war lasts and shipbuilding profits continue.
Since shipyard profits are pledged against Fontana, however,
they really are risking very little, “What have we got to Jose
in Fontana?” asks Edgar Kaiser. “Only the dollars we other-
wise would pay in taxes . . . As Westerners we will have the
satisfaction of forcing U5, Steel to provide the integrated steel
plant that the West Coast should have had long ago,”

Kaiser, moreover, is as determined to hang on to Fontana
as if he were risking everything. Reports that he is toying with
the idea of selling it to one of the major companies—Republic
is commonly mentioned—are contradicted by everything he
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[Continued from page 196]

and his men say, “We're fighting to hold this plant in peace,”
vows one of his executives, “If we're left with a big chunk of
the loan unpaid, we can go to the banks; we can sell stocks or
bonds; we may even refinance through the government,”

If he still owes a lot of money, indeed, Henry Kaiser may
he entitled to ask for a reduction of the remaining debt. The
plant cost much more than it would cost in peacetime. Had it
been put up by Defense Plant Corporation, the government
would be left with its own plant after the war, For various
reasons, amaong them the desire to avoid government red tape,
Henry Kaiser instead borrowed the money from RFC and put
up Fontana himself. Like other husinessmen who may be sad-
dled with costly RFC-financed plants, he can legitimately vell
bloody murder if the government expects him to pay hack his
RFC loan in full while DPC plants sell for the *“dime on the
dollar™ that everybody seems to think they will,

Kaiser and his boys are even boning up on ways to meet the
life-and-death price war they expect to be launched by the
major companies. Though they speak fervently of free enter-
prise, of friendly but inspired competition that Kaiser likens
to *“the competition between Stanford and the University of
California,” they are showing an interest in practices that are
neither free nor enterprizing. Several would welcome a duo-
polistic arrangement with 1.5, Steel’s Geneva plant that would
leave them with the southern California market and give Geneva
first rights to the northwestern markets,

Finally, despite the steelmaker’s axiom that it is more impor-
lant Lo k:*r]: down raw-material (rather than !-II|ihi'll'l]-l'll'l':lil.lli"]
transportation costs, Kaiser and his men insist that Fontana’s
proximily to California and Oriental markets is an assel
outweighing the disadvantages, Though China may put up her
own steel mills soon after the war, they zeem to be counting
heavily on the Oriental market, Beyond that, Kaiser and his
men just insist that there is a place for a West Coast steel in-
dustry in peacetime, “Fontana,” says Kaiser, “is a monument
to the people.” This enigmatic statement certainly does indicate
that Kaiser is laving all his bets on a country running at ca-
pacity. In that kind of country there presumably will always be
a place for Fontana—and for Kaiser the industrialist,

Kaiser’s ald partners have not vet given him up for lost, “We
have a sneaking feeling,” says Felix Kahn, “that Henry will
come back.” But they cannot feel very certain when they say
that. As the accompanying article on Kaiser indicates, it seems
difficult to see how Henry Kaiser, who has taken a good part
of the world on his shoulders, ean ever go back to puttering
around with sand and gravel. When he bows his great bald
head and says, “1 don"t have to bother with these things—I
could let them all go and live off the sand-and-gravel husiness,”
no one who knows him is taken in. He can’t help bothering. Tt
1= hi= nature to Lm']r 4'h;|||;_"f|'|[_". never Lo rest or to EII.' salis I-e'l:|,,

But even if Kaiser becomes a much less active member of
the group, the other Six Companies men will hardly lose the
art, the desire, the excitement, and satisfaction of 'I\'I:'Ikl-l'l__E fin-
gether, The West, in its rightful hunger for the things they were
able 1o bring, still needs them. They also look beyond the West,
Henry Marrison talks of highways and railroads to be built
in China. Steve Bechtel and the others see Europe and South
America and Asia needing old factories rebuilt and new ones
engineered, “We're not worried sbout any postwar letdown,”
suys his younger brother, “For us the postwar is the period

when we will really come into our own,
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BFFICIAL U & ARMY
SIGMAL CORPS PHETO

irst Aid for Uncle Sam’s Newest Recruits

Red, the Trish Setter that belonged to livtle Johnny; Pix and Pax, Jim Crane's
champion Boxers; Collims, Aunt Elizabeth's Boe Collie; and Dot voung Mary
Jane's Dalmatian ... they are our pewest recruits, a caning army thousands
strong, donated by the nation's dog lovers o help speed the day of victory,

These war dogs stand guard on lonely beaches with the men of the Coast
Guard, draw weapon-beanng sleds in the froren Aleutians, [ocate enemy snipers
and serve in many other ways to save the lives of our Aghring men.

It's a comfort to those who donated their dogs for military service 1o koow
that they are receiving the beit care under the supervision of vewerinarians. To
provide frse aid o our canine fighters, dog hospials are stocked with the finest
remedics made by leading pharmaceutical houses, and with Essential Oils beae-
ing the MAGNUS, MABEE & REYMNARDY, INC, label,

These are the very same Fasential Oils, Ralsams and kindred produces used in
civilian and military hospitals in the compounding of prescriptions, The same
quality products preferred by 3 our of every 4 civilian pharmacists and widely
wsed in the manufactuce of bundreds of drug and pharmaceutical produces.

MAEHIJS.MABEE &REYHAHI].IHB.

PIHEN DRFE., 0N BF THI WEELE'Y SERATIIT TWFPLVNRS ©F DEREETIAL BIRE

16 DESBROSSES STREET, NEW YORK CITY « Xl NORTH LASALLE STREET, CHICAGD

As one of the worlds greal fuppllers of
Egrenticl Qils, MMER hos been privileged fa
readar firs! aid to Aumercus producers im &7
indurtries...oid in previding countless prod-
wetei—cormaetics and paints, pickles and
portries, pills and past killers, with the ador
and fever personality reguired o belp build
commumer praference % % % If rou hove o
flovering, parfuming or decderizing problem,
MMER (5 eager fo rerve you,
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3 AMERICA AND THE FUTURE

ISER CHINA'S POSTWAR PLANS
ndustrial phenomenon in the U.S. to- The world’s oldest and most numerous people are studying
- has fired the mind of the common their future not only in terms of the earth and the farmer
new in our time: an American busi- but in terms of the machine and the technician, They are
ular following. His faults are not planning highways and railroads, steel mills and textile
is_detractors are not few, but this looms, telephone networks, power plants, and ocean fleets.
inative man stands today as one of The success of the program will depend largely on how
ing for a postwar world pf creative well Chinese planners and Western producers reach profit-
empluymenl Last of four articles on able understandings. Today, the Chinese are ready to talk
Page 147 terms. A report from Chungking. Page 151

*The world has been greatly benefited by the development of America as an industrial and a commercial Nation. S50 o
developed China with her four hundred millions of population, will be another New World in the economic sense. The
nations which will take part in this development will reap immense advantages. Furthermore, international cooperation af
this kind cannot but help to strengthen the Brotherhood of Man.”

sSUN YaT-sEN, 192]
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HENRY J. KAISER

HE IS SOMETHING NEW IN OUR TIME : AN AMERICAN BUSINESSMAN WHOSE
ENERGY AND IMAGINATION HAVE EARNED HIM A .POPULAR FOLLOWING
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ENRY KAISER, four years ago a more or less unknown preacher to his Bock against
1! !mm.hhdlrhnﬁn'-mm hummmmmm l;f{
mm&hﬁdpﬂm mmmmmmwrm
and the frequency of his with affected, he can make the humblest hand feel at rase. The only

officials,
be is indisputably the No. 1 businessman of the hour. More im- men who know how different Kaiser is from majority
portant, he has received o popular scclaim that few if any in. dmphm&mwhmlhuul&u&?:“‘ i
dwﬂm”humdﬁhkhmdhhMr
ability to get things done. Including w manages for his selves forced to disagree with him, In manner Appearance
Six Companies partners, Kaiser nccounts for around 20 per huﬂl.mmmmmp;fmuam.
cent of the Maritime Commission's program. He owns o steel
plant, an aireralt plast, is managing operator of and owns the . i
Fangoet share of s big et o Sl (L0 A FUNDAMENTAL INDUSTRIAL LINE"
cement plant. Kaiser's capacity for getting into something new K.-hn‘ludrltﬁnhhlwﬁzﬁmm { the
hnmn@@tm@iwmmm but hanest boy who worked like n w,mh‘?d:u:m
ud:gzlngm-hﬁildunﬂm_,uhlulrburhlﬂmrr overcame mountains of obstacles, and ended up with riches and
K;umu:mmadmh.'hm.“!pm&ﬂmm fmlﬂlﬂxm'lpnﬂiﬁmbmm.mlhhhuhm
the Cork ) Carcoran, summing it up, “is one of the great natural said about his youth. For reason thin otherwise very
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resources of o nation at war,” stute has neglected one of his biggest populur nssets;
Ta the people, Kaiser also seems like a great natural re- ;lmﬁnmﬁiprlm. gus 3 i
source of 0 nation at peace, Starved for industrial leadership He was born sixty-one years ago in Canajoharie, an

and vision through the chill depression vears, they are stirred New York village of 2,500, Hllﬁﬁm-borni-ﬂuqm
by Kaiser's talk of full employment and his promises of things John Kaiser, was a custom shoemaker. The only boy of the
like $400 cars, helicopters, and new railroads. The industrial- lnlihlurahhlm,ﬁmyumdmﬂumiwmhqm
isl of vision and imagination—the man who both gets things Al i i i
done and aims to do bigger things in the future—has always and materials. He also had a flair for photography, and was
beest an American hero. Even Henry Ford, who had little per- determined to get ahead in
sonal appeal, fired the popular imagination. Henry Kaiser has got n job as a delivery boy in & Utica depariment store. Show-
gone & step further and identified himself with the people as ing some artistic ability in his photographic hobly, he was
even the New Dealers never quite suceceded in doing, His per- promoted to the drapery department, Four or five years later he
sonal mail on some days runs to several thousand letters-— hired himself out to a photographer in the nearby resort town
much of it from simple, trusting citizens convinced that he of Lake Flacid, “At the end of the first year,” he says, “] had a
holds the kev 1o the nation's salvation and their own, Letterd Mmh:hm“mmm.ﬂmmlm
are actually addressed simply to “Henry Kaiser, the White it in full.”
House,” Strangers are continually entreating him to take over
same phase of the war effort they fear is being neglected. In the of Daytona Beach, Florida. He made enough money 1o put up
tradition of newly made heroes, he has beerr urged to run for two small buildings there, As business increased, he added &
the Republican presidential nomination. i i

Like most Americans who have had an exceptional hold on mmmﬂhmmummm&
the people, he is not heroie looking. He has jowls like Kodak, printed and finished other people’s photographs,
1hﬂuuflmhlumlﬂlm,hm.pquh¢h,.udhe made o specialty of posteard landscape scenes, One of them, a
waddles like a duck. In his more somber moments, when his picture of Daytona Beach with fake clouds, in sill a best
mouth is clamped in & straight line, he has the look of a coantry seller, Kaiser likes to tell the : the

KAISER AT THE TURNING POINT store at Daytona Beach. They have not seen Henry since 1929.
When H Kaisar four persuaded kis build the "
,m_ld..h'::“mt peaegply- cibiiing ey 8 syt rt o Miss Bessie Fosburgh, whose lumberman {ather was well 1o-do.

Coast cemsent monopoly, his career resched & tuming point From then
on this ambitious contracter plunged deeper imto industry, He ks using Fosburgh's money. To “get into & fundamental industrial line,”
i his business, i
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ware firm called McGowan Bros. and remembers

one man so steadily that he nearly threw me out.” He was with
Mmr;ﬂm‘m-lhmﬂh;umhwhmnh;
goods, ity MANARET, .

In Spokane he changed jobs to go to work with the Hawkeye
Sand & Gravel Co., buying a little stock, arranging to pay for
more out of his earnings as a salesman. This happened, by
his own aceount, when he was twenty-six or twenty-seven. Not
long nfterward & Chicago construction firm named J. F. Hill
landed a contract in the city of Spokane, Kaiser called on
the company to sell his line of aggregates and left with a job
to build and manage their sand-and-gravel plant. Hill sent
Kniser to Vancouver in 1913 to put up another sand-and-gravel
plant, While in British Columbia he saw a chance to get into
the construction business on his own, With money borrowed
from s Vancouver bank, one of whose directors was an ex-
stockholder in J. F, Hill, he bought some secondhand wheel.
barrows, concrete mizers, and a couple of teams, With these
he successfully bid & $250,000 paving vontract in Nanaimo,

(hut of this chancy salesman’s bid for an operstor’s profits
came the Henry J. Kaiser Co., Lid., one predecessor of the
Henry I. Kaiser Co. The new firm stayed in Vancouver only a
Iiulqrhﬂntbmmﬁdh\'imdl,lhmtn&cm?,thmh
California. “Wa paved 1,000 miles of highway in British
Columbis, California, and Washington,” says its founder.
“And, besides that, we buili fifteen sand-and-gravel plants.”

set about realizing his ambition. He applied at a large hard-
“hounding

““WHATEVER FATHER WANTS"

“The Kaiser Empire,” according to one local description,
“consists of Henry Kaiser, all the brass in the world, and a
handful of the most faithiul young men in
America. They keep the promises that makes.” As an
nesocinte says, there is always a “Gene,” o v, & “Chad,”
or n “George” to take care of the detnils that Kniser leaves
strung out behind him as he goes roaring along. Few young
men in industry have more important jobs, Two of them have
acquired reputations of their own—thirty-five-year-old Edgar
Kaiser and forty-vear-old Clay Bedford, These two young men
divide up the shipbuilding job, as they earlier teamed up on
Bonneville and Grand Coules dams, and now direct the efforts
of no fewer than 187,000 workers.
The others, however, are scarcely known. Eugene (“Gene™)
Trefethen Jr., major-domo of the Industrinl Division (not

includ , is of thirty-four, “Chad"
e R ot

ernment-owned yards. “Father decided on the lower figure,”
Edgar says, “partly because he does not think we cught to take
high salaries for government work, partly because part of our
time is given to non-shipyard affairs.”

Around the managerinl talents of these young men Kaiser
has erected a corporate structure that they hope he will one
day find time to straighten out. The Henry J. Kaiser Co. is
the main province of the empire, Its two subsidiaries (Kaiser
Co., Ine., wholly owned, and Kaiser Cargo, Inc., 15 per cent
owned by Morrison) bank the shipbuilding fees from Rich.
mand No. 3 and No. 4 shipyards, Swan lsland, and Vancouver,
and mu,w?rammnmmm plane phlat:t
Bristol, Pennsylvania. parent company, W L
mﬂ'.‘mmh..mmmm-h-dmﬂ.mﬂmu@»
turbed in jts old sand-and-geavel
four sand-and-gravel plants,

trade, The
hot-mix asphalt plants, and s Beet nﬂu.lh'hn:z
Kaiser's enterprises, the “aggregates” business has prospered
with the war. The 50 per cent of

company perhaps
all the paving materials used in the Bay area, This by itself
earns enough for Kaiser to enable him to say, as he often
does, “Money means nothing to me.”
OHf to side and is the Kaiser Co.,
B T e

executives, who generally share half hi ts.
in

e Kaiser Co, Mrhﬂpﬂiﬂlﬂﬂmy],m

‘s stake in group ventures (Consolidated Builders, Co-

lumbin Construction, Permanente Cement, Permanente Metals

Corp., Evansville Shipyard), and it has an interest in the

Kaiser-controlled Richmond No. 4 and Fleetwings.

The Kaiser Co., however, is more than just a profit-sharing
holding company. It was also set up so that the young key
men could bid for contracts on their own. Thus far they have
handled only one contract—an §18 million construction job
for the Navy at Mare lsland. Kaiser has repeatedly told his
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fellow stockholders that they must not consider themselves
bound to his judgment. “Suppose | am offered a deal by the
Six Companies that | do not like,” be told them onee. “I tum
it down. If you think I'm wrong and want to take on the busi.
ness, you are entitled to my share.” The option, however, has
never been exercised. Since the Kaiser Co. never meets, its
councils are not disturbed by quarrelsome voices. The attitude
of the owners is summed up by Edgar: “We go into whatever
father wants, to the extent he wants, After all, it is all his. We
started nothing.”

“*HE POUNDS YOU"

Henry Kaiser's most obvious characteristic is his tendency to
go the whole hog, to carry things almost to the point of excess.
It manifests itsell in practically everything he does. The hedd-
quarters of his empire, unless he goes through with his scheme
of establishing headquarters in the East, is in Oakland, Cali-
fornia, where he maintaing an office that seems less appropriate
for & contractor than for & cosmetics manufacturer, There are
two desks, o big working table, all in pale ivory of a rather
elegant and precious French design, These are augmented by
six telephones, two radios, two easy chairs, and & sofa,
Nowadays these elegant surroundings are seldom oecupied.
Kaiser spends about half of his time on the other side of the
continent, alternating between a suite in Washington, a suite
at the Waldorf-Astoria and a set of offices in Rockefeller Cen-
ter in New York. Last June when he announced be would open
the latter, he accounted for it by observing that in addition to
being close to Washington it was a good place to watch over
postwar developments, Since only a fraction of the actual
F:-r::-llu-:'tilm ji'-|::- s b-e:i::[.; done on the East Coast, Kaiser is
inclined to run the main show ]I!|l' remote control, His executives
commute back and forth on the transcontinental trains and air-
planes, and half of Kaiser's working day seems to be given
to telephone talks with men thousands of miles away,
[Continued on page 249]

THE ATLAS INDUSTRIALIST

War gave Henry Kaiser his big opportunity 1o do bigger things No
entreprencar has ever shouldered s0 many mew industrial emterprises in
so short m time ns he bas since 1939, Butl in addition o taking on
cement, ships, magneslum, snd steel, he feels an overpowering responsi-
bility for the survival of the iree-enterprise system after the war, “Henry
really believes he in the country’s savior,” opme of his more sardonic
friends says—and hastens to add with dead soriousnscss, “Maybe he ia.”
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Henry J. Kaiser

[Continued from page 149]

Kalser's Lavish use of the long-distance telephone would awe

a Hall producer. He often has half a dozen executives
in on & conference circuit—Chad Calhoun in Wash

MﬂphiminPwﬂmd,CmuTrMmh&llH
Tom Price in Fontana. An outsider who participated in several
of these round tables said it was quite an unnerving experience
listening to Kaiser as he summoned ghostly corrobaration from
the distant eorners of the continent, * never bothers to
tﬂilzj*wlwwmn}' la are in on the call,” this man said.
“He'll be talking along and all of & sudden you'll hear him
sy, “That's t, isn't it, Gene?* That's your first knowladge
that Trefethen had been there all the time. That sart of thing will
go on until you discover half of his executives are standing by,”

Kuiser's friends have always worried that he will work hirs-
self to death, and if not himeelf then his unprotesting young
men, Felix Kahn says, “He is untiring—he pounds you. Ap-
parently he has always been that way, Clay Bedford tells &
story of o business trip 1o Cuba he made with Kuiser fifteen
years ago, when he was a mere freshman in the old Kaiser
Paving Co.: *We shared a stateroom and it seemed to me Mr.
Kaiser never slept. He lay on the bed thinking and tossing. Just
when I'd be ready to deze off he'd whisper: ‘Clay! Clay! Are
you awake " Then he'd be off on some idea he'd just thought of,”

Even in his private life, Kaiser cannot relax or cease to
compete. At Lake Tahoe, where he ordinarily spends the sum-
mer, his speedboats are among the fastest on the lake, Those
who have known him a long time say that nothing is too trifling
far his attention or too good to be left alone. Even today he
buys most of Mrs, Kaiser's clothes; if the Kaisers give a dinner
party it is he who decides the courses and the seating list. He
is constantly rebuilding and redecorating their Oakland home
to try out some new arrangement that has caught his interest.

Kaiser rencts emotionally with the same intensity that he works,
His younger son, Junior, expluining o decidedly emotional
brochure describing the Fontana steel mill, said: “Father likes
n hit of hearts and fowers in our literature,” This side of
Kaizer's character wps revealed at its most intimate during
the blowing in of Big Bess, the first blast furmace at Fontana,
named after his wife. Most public affairs staged by Kaiser's
arganization are graced by a professional quartet called the
“Oregon Sentinels,” who wear the gray uniform of the ship-
vard mounted police. At the climax of the eeremonies, facing
hundreds of new workers, Kaiser motioned the Sentinels behind
him, While they softly hummed his favorite song Let Me Call
You Sweetheart, he launched into an impassioned oration on
the subject of love. “The greatest thrill,” he said, “is to know
that I love not only mother but each and every one of you."

When hard pressed or thwarted Henry Kaiser is intensely
unsentimental. Among his intimates his rages and threats are
as famous as his u te. The cords swell in his neck; his
round hody shakes all over; the words are flung out with trip-
hammer speed. Men who have been hawled out over the tele.
phone say they could hear him pounding the table a continent's
span away, Kaiser aroused, often over something relatively in
significant, is extremely violent. Taunting, ing. hnu{ina
agide all argument, he seems bent upon luring the other persan
into a fight, In recent years he has been involved in several
episodes of lapel seizing and shoulder spinning, one invelving
a thres-stur general, another o federal i igator,

True, there may have been an element of blufl in these dis-
plays. Some years ago Kaiser addressed o big meeting of the

[Continued on page 250]
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[Continued from page 249]

Associated General Contractors, whose members porversely
resalved to take a course opposite to the one he wanted, “Henry
ranited and stormed,” a friend said. “He looked as if he would
drop dead of apoplexy any minute, There was a recess and
met him five minutes later in the hall. Henry was cool as &
cucumber. ‘How am 1 doin'?" he wanted to know.™

HE FORFENDS TROUBLE

Kaiser docs overything, as his men say, “without red tape.”
Last spring WPB charged him with setting up & private priority
gystem of his own to provide higshipyards with materials over
and above the government allocations, A hot disclaimer was
prompily made but not long afterward the company, under a
consent decree, promised to sin no more. According w0 the
Maritime Commission, the amount of material was small, but
on the other hand Kaiser's men have always loved to tell haw
their expediters had outwitted some slow-moving claimant.
Any engineer, clerk, ar receptionist who makes a favorable
impression upon Kaiser, even the employee of a friend, is apt
to receive a tempting offer, 0ld-fashioned corporations, stand-
ing on a certain protoeol, are surprised and exasperated. "It
isn't that they are unethical,” & competitor complains. “They
just haven't any ethics.” Tom Girdler loaned Kaiser several of
{.iu erack men to help get Fontana started. “11 you try to hire
them away,” Girdler swore, “I'll stick a knife in your hack,"”
Tommy Corcoran himself was once the target of a Kaiser
rocruiting campaign, The fact that Corcoran was a close per-
sonal friend as well as legal advicer to his partner, John Reilly
of Todd, did not inhibit Kaiser. Corcoran had already done a
lot of work for Kaiser, such as getting priorities on steel plate
for ships, and Kaiser had angrily denounced Corcoran's fees
a8 excessive, and for o while reflused to pay the amount due,
But he offered the lawyer the presidency of the Richmond No, 3
shipyard; when Corcoran turmed that down, Kaiser urged him
to “write your own ticket," Himself an expert on pressure
techniques, Corcoran afterward abserved with an appreciative
chuckle: “Wherever his personal wants are concerned that man
is ahle to establish an unconscious jiﬁ]‘[ of eminent domain.™

One of Kuiser’s greatest resources is his truly military ability
to muster terrific force against o single goal and capture it
despite apparenily insurmountable obstacles, This aptitude,
valuable as it is, sometimes makes him impatient with the
checks, balances, and delays of democratic processes, Although
he has never been invelved in u real public scandal, Kaiser,
along with the other Six Companies men, was fined $100,000
by Secretary Iekes for vielating the eight-hour law in the rush
to finish Boulder. And he was cutting corners around the Wag.
ner Act when, with only sixtysix people hired in his Oregon
yards, he made the deal with the AF, of L, that delivered an
oncoming 94,000 workers into & closed shop, about which they
had nat a word to say. He has used the same tactic in the other
yards, Kaiser maintains this was the price of peace in the
shipyards—the union has agreed not to strike—and in addi-
tion it made the union recruit labor. The deal may also scoount
for the manpower waste in the Richmond yards, where in the
late spring the monthly turnover among 92,000 workers had
risen to 24,000, More than a quarter of that huge force was
not building ships but only revolving in the truining courses,
On another occasion Kaiser paid o stiff price for labor's
indulgence. The notorious Joseph S, Fay and James Bove of

[Continued on page 252
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[ Continued from page 250)

the A.F. of L. were indicted last May in New York for extort
ing §703,000 from the contractors working on the Delsware
Aqueduct. Kaiser, along with his partners and Utah Con-
struction Co., was in a combination that was sccused of kicking
in §238,000, There is no question that Kaiser contributed his
share. The men on the job thought it was a “good idea to get
the job done without labor trouble,”

ry Kaiser has achieved his success and scclaim partly
because he does things autocratically, His technique is today
indeed one of the natural rescurces of & demoeracy at war, But
that his flair for doing things that way might someday work
against the democratic system is a possibility that cannot be
overlooked when his future role is considersd,

““FATHER WAS UPSTAIRS"

Kniser sometimes soems almost carvied along by the terrific
momentum he has generated. “Henry doesn't want any more
money," says Harry Morrison, “He just wants to do things." Tt
was to do 5‘11':151 that he rlmlpri into magnesium, steel, and
cargo planes, in the face of the opposition of the war industries
and even the government agencies.

An extreme example was his venture into cargo planes in
July, 1942, Angry at Admiral Vickery for diverting material
from him to another shipbuilder, Kaiser got together with
Palmer Hoyt, then publisher of the Portland Oregonian and
agitator for an aircraft industry in Portland, and whipped up
a radio speech announcing he was going to build cargo planes
in his shipyards. He said that if nine shipyards were converted
to building huge fiying boats like Glenn Martin's Mars, they
could be produced at the rate of 5,000 & year in ten months,
His young men were astonished when they listened to the broad-
cast. They had never heard Kaiser even mention the cargo-plane
idea. But before they could reach him, the ULP,, A.P., several
American and even foreign papers were asking for more details,

Kaiser had 1o go through with it. Within a couple days he
was journeying across country to talk before the Nationa] Press
Club, writing and rewriting his speech, It was a whapping suc.
cess, Although some reporters were critical of the idea, and
official Washington at first said nothing, the country was deeply
stirred. Meantime, Kaiser was looking around for a plane to
build. He considered the huge Mars and the very much smaller
Curtiss Commando. The Navy discouraged him on the Mars,
and he hunted around for something bigger than the Com.
manda, But he couldn't find what he wanted, and the aireraft
industry naturally wasn't very cooperative, Kaiser jumped in
and tied up Howard Hughes, movie producer, pilot, and plane
designer. Kaiser and Hughes are now making three huge pro-
totype Duramold cargo planes in the Hughes plant in Culver
City, California, But Kaiser now seems more interested in a
revalutionary fiying wing than he does in Hughes, and Hughes
scems more interested in & military plane than in Kaiser,
Although they have got $18 million in government money,
nobody has any idea when production will begin,

Kaiser's relentless drive is the Lig factor in his ability 1o har
ness his ideas to the cautious and complicated processes of
government. If he wants something, even a relatively amall
thing, he will not hesitate to tumr:ﬁn federal government up-
side down to get it. He literally buries the desks of government
execulives under yardlong telegrams, whose effect is 1o keep
them steadily reminded of Kaiser's problems. He himself will

[Continued on page 255
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[Continued from page 2521

enter aituations that most corporate heads would leave to their
Washington man, To make sure that Fontana got a 200-ton
siripper crane for which Bethlehem had a priority, he per
sonally cajoled Charles E. Wilson and B, M. Baruch,

In the spring of 1942, when ships were being sunk faster
than they were being built, Kaiser got excited over a scheme
for {astening a flight deck on a Liberty ship and thereby put.
ting aircraft carriers into mass production. Technically this

was dubious; in arder to get off a deck of reasonable length '

an airplane requires & moch faster flow of air over the deck
than a Liberty is able to generate, Still, when Kaiser charged
into the Maritime Commission, Admiral Vickery did not brush
off the idea. The Commission designed a new hull, which
Kaiser's men decided could be built with a saving of from
70,000 to 1,000,000 man-hours. Lack of turbines was the one
flaw in the plan. At this point the Commission came up with
an old design for a steam engine that would develop a satis-

factory speed. So far, so good. Who would sell the Navy on it?

£

Kaiser would, Admiral King was out of the countpy when
Kaiser and his son Edgar arrived in Washington one sweating
June day. Rather than mark time, Kaiser insisted upon seeing
the Navy's No. 2 man, Vice Admiral Frederick J. Homne, Vice
Chief of Naval Operations, At the same time, he arranged a
separate meeting with the Under Secretary of the Navy, Mr.
James V. Forrestal, “It was quite o day,” the son remembers,
“I had luncheon in the Navy Department building with Admiral
Home and a number of high-ranking naval officers. Father was
upstairs with Mr, Forrestal. We were both pushing hard.”

It ended in & mmdown, Admiral Home, after listening to
his officers, informed the Kaisers that “the need for merchant
ships is greater than the need for carriers.” Edgar recalls that
when they left the meeting “father was pretty discournged.”
Having exhausted all the legitimate approaches, having car-
ried the struggle to the top of the Navy, he might have per.
suaded himsell that he was entitled 1o give up. But Kaiser
could not. During the next forty-eight hours he hounded Ad-
mirals Land and Vickery, Don Nelson, Marvin McIntyre—"1
really don’t remember how many other people,” Edgar says,

Then Land telephoned Kaiser, The President, Land announced
triumphantly, had ordered him to the White House 1o discuss
the Kaiser carrier. The President hypassed the Navy. Land
left the White House with authority 1o go ahead on the Mari-
time Commission’s sccount. Kaiser's Vancouver yard is deep
in a huge order, and seven carriers have been launched.

Yet these victories oxer the minds and wills of other men
seem fo touch Kaiser's own mind with little more effect than
a breath on o windowpane. He seldom exults over them as
he will exult over what he did at Boulder, Indeed, even as thess
whirlwinds sweep around others he will sometimes mistake back
drafts for terrific pressures upon himself, There is o side 1o
Kaiser that only his old associates know—a gloomy, introspec-
tive, disillusioned cast of mind. In such & mood Kaiser will
seek the companionship of the telephone, He will call a friend,
sometimes across the continent, and for an anguished hour
complain how the steel people, the automobile industry, the
government, are all against him. He will wail about the unsym.
pathetic natures of “eastern industrinlists,” i.e., his competitors.

For the last six months, however, Kaiser has not been so
concerned about the details of his war plants. The day-to-day
problems are the responsibility of his “kids,” Like a star line

[Continned on page 258]
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[Continued from page 255]

plunger who is being rested on sidelines, he retums to the fray
lo sweep away a Efnl:i in Washington, or to blast materials
from a supplier, or to straighten up a stumbler with a tongue-
lashing. of the time he is thinking of postwar problems.

““WE ARE NOW SUMMONED...""

Kaiser's interest in postwar problems is natural enough. Unlike
maost big businessmen, he entered the war with comparatively
lile stake in the existing industrial system. For him there
could be no going back to the good old days of the status cLuu
The shipyards, as shipyards, were temporary. He simply had
to think in terms of a bigger postwar world with new indus-
tries, with employment maintained at or near its wartime level,
What is to Kaiser's credit is that he had the imagination to
think sbout it in a big way, Instead of worrying about what
he would do with say Richmond No. 2, he worried about
what the whole country would do, He also saw the importance
of identifying himself with the common man, who after all is
the main beneficiary of a better new world, When he got up
at the dedication of Fontana and told his audience that “Love
is giving, and if [ can express the greatest thing I eould do, it
would be 1o give each and every one of you a great future,” he
meant it even if he did not put it very subtly, When he held
two women spellbound ot o garden party, discoursing on his

stwar plans for the common man and making his points with
Eﬂ'lg quotations from Keats and Shakespeare, he also meant it.

Well aware that industry and labor have let much go by
default, Henry Kaiser is not ashamed to consider himself as
at least a joint savior of the frec-enterprise system. Last De-
cember he made a speech before the National Association of
Manufacturers. “We are now summoned,” he warned them,
“either to show the way to a decent standard of living . . . or
to surrender, pechaps for the last time, to the compulsions and
directions of the dictator state . . " He urged them to adapt
a “plan to end all plans; a plan which would restore the cor-
fidence of the people in industrial leadership, a plan which
would vindicate and complement the astonishing record which
industry is now establishing in war production.” He described
the country's needs, then dared the auto industry 1o design and
announce its 1945 models for delivery six months after war's
end, dared general contractors and makers of road machinery
1o plan & new highway system, dared real-estate men to orgamnize
housing companies.

He himself is setting an example. Day and night he thinks
and talks postwar planning. He often refers to what he calls
World War 111, or the social and economic upheaval that must
be avoided after World War I, Kaiser in pursuit of a post-
war abstraction is as relentless as Kaiser in pursuit of a thou-
sand tons of steel plate. He makes no bones of calling up Eric
Johnston or William Green, and urging them o ponder some
new conception. One of his Six Companies associates tells of
leaping dripping from a morning shower in San Franciseo to
take an urgent telephone call from Kaiser in Washington,
“Henry talked for an hour and a half, His main point was
thut he wasn't worried so much about this war as he was about
the next ane because there was no Brotherhood of Man, It made
no difference to him that [ stood there all the time with just
a towel around my middle,”

Kaiser has set up a Development and Engineering Division
consisting of some fifty engineers and inventars, who, in addi.
tion to their war work, run down any postwar lead that occurs

[Continued on page 261]
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to Kaiser as likely. Ho already is well along on several proj.
ects, He gets very indignant when he sees a 3,000 ear
running around carrying 150-pound man; and hopes to make
the new lightweight m he is working on the hasis of his light-
weight ar automobile, He is ml:z.irg two trial hel

at his Fleetwings factory in Bristol, vania, fm
lease. He is working up a plan for overhau ing the railroads,
In his leas precise moments he talks of giving their squipment
awny to other countries and building a whole new U.S, syslem,

He has already tried and tested what he thinks eould be &
nationwide plas for medical care. The idea, which is ecslatically
presented in a little book Kaiser Wakes the Doctars’by Paul
de Kruif, is simply one of putting medical care, like hospitalj.
eation, on an insurance basis, Back in 1933, when the Six
Companies was building Parker Dam, the chisf medical officer,
Dr. Sidney Garfield, had tried the plan and made it work hand-
somely. At Grand Coulee and other projects, Kniser set up a
prepaid health plan costing 50 cents n week per man. He
amortized the investment out of income. .

Ot of these experiences, says De Kruif, Kniser worked up
his proposal for “Mayo Clinics for the Common Man." Kaiser
wanls doctors to get together and form hospital health centers,
He believes they should be financed by local bankers and sug
gests n government Medical Loan Agency to guaranise the
bankers 50 per cent of the risk, The Medical Loan Agency, he
thinks, might guarantee doctors returming from the war up to
80 per cent of the cost of building their facilities.

Kaiser's gusto, the cathalicity of his postwar ideas, has finally
begun to warry his young men, They sometimes wonder hovw
long he will go on collecting more enlerprises, never pausing
to figure how they will finally fit together. “We keep telling
him,” one of them says wistfully, “that we ought to take stock
to see whether we're just a big bublle that's going to go phiff.
But he won't listen." Outsiders also wonder about him, “If
this is what Henry Kaiser really wants to do,” said one auditor
of n Kaiser discoursa on his ideals and ambitions, “then his
nrgnniu.linu miust e _E_rm]:r' P]antud in the elouds,”™

To the extent that Kaiser's future will be dotermined by any
one thing, it will be determined by the fate of Fontana, As the
aceompanying article points out, Fontana s & postwar project
is ut least debatable unless there is great natural prosperity or
unless government money gushes like fountains, It is natural
for Kaiser to think of the government as the inaxhaustible con-
sumer of man's energies. In the last dozen years he has known
but one customer: the government, Whether he can compete in
a peacetime market ns an industrialist remaing to be proved,
Toa, if the free-enterprise system found the going rough, Kaiser,
like many men of action, might conceivably be among the first
to support 0 more suthoritarian alternative,

At present, however, Henry Kaiser is employing his great
energy in behalf of free enterprise. His almost frantic search
for postwar projects, his oracular wamings to private enter.
prise that it is up against its last chance to save itself, are the
result of his own acute realization that the best thing for Kaiser
the postwar industrialist, and perhaps even for Kaiser the post:
war contraclor, is not a bountiful government but o prosperous
nation operating close to capacity. If this ncute realization eould
enter the gizzard of every businessman, and if the businessmen
had the courage to react to it as the great challenge it is, then
free enterprise would naturally be saved ; it would indeed create
a brave new world,
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