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FOREWORD

Throughout the past year we have
presented each week--with two exceptions—
8 report on Defense Progress.

In this, the fiftieth imsue of Defense
Frogress, we attempt in Part A a review of
the first twelve months of the defense pro-
gram.

Because of the scope of the program,
this review is necessarily a bulky one. It
is intended as a reference wvolume as well as
& current survey of the first year of the de-
fense effort.

In apite of the length of Part A, our
treatment had necessarily been selsctive;
some phases of the defense program and their
impacts on our economy have been treated in
summary fashion and others have been omitted
entirely. Nonetheless, we venture to hope
this will prove a useful compilation.

In Part B we present a twelve-month's
retrospect of Defense Progress Series.

To the many agencies and individuals

whose cooperation has made this review pos-
sible, we express our sincere appreciation.

V.2

August 1, 1941

Stacy May
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Chapter |
GROWTH OF THE PROGRAM

he purpose of the defense program launched a ysar ago was to

make the United States impregnable on land, on sea, and in the

air. To achieve this objective within a relatively short period
of time, a great economic effart was and still is necessary.

A year ago,the United States was a long way from such a goal.
Before the fall of France, the United States Army was but a skeleton
organization. It included less than 270 thousand officars and men
and had 1ittls modern equipment. Although there were probably at
least a dogen ultra-modern armored divisions and a far larger number
of mechanized divisions in the German land forces at that time, there
was not a single modern medium or heavy tank in our Army.

Again, there were then about 4,500 planes in our Army and Navy
airforces and of this total about cne-third were trainers. In mid-
1940 it is estimated that Britain had over 12 thousand planes and
Germany over 25 thousand.

On the other hand, our Navy compared favorably with those of the
United Kingdom and Japan, as the followlng table shows, although it
was somewhat undermanned and underequipped for full operation.

v

— Major Combat Vepsals
Total T a Under-age Tonnage
_(MEL —(Millions) _

United States 1.3 1.0
Britain 1.3
Japan 1.0 .8

Nonetheless our Navy was not large enough for two oceans. The total
expenditures for the entire military establishment were at the rate
of less than §150 million a month.

Since the program's inception, its original purpose has been
broadened. In line with the foreign policy of the United States the
program has been expanded to include extensive aid to Britain and
other anti-Axis countries. The effort required to accomplish these
purposes and the lengths to which we must go before the safety of the
country is assured cannot now be expressed in final terms. The
program is still growing. Figures which a year ago appeared fan-
tastic are now accepted as representing only modest beginnings.
Already the 50 t-hmu!.nd plane program is overshadowed by the reali-

AUGUST 1, 1941 CONFIDENTIAL --- 7
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gation that needs are much greater. The magnitude and the direction
of the ultimate program are still to be determined.

By June 30, 1941 the program amounted to $50 billion. The over-
all development of the program in the past 12 months as reflected in
dollar transactlons is presented in Chart 1. The funds available for
the entire defense program inclusive of British orders at the end of
August 1940 totaled less than $7 billion. It did not pass the $30
billion mark until the end of April 1941. Contractual commitments
(includihg pay rolls) were slightly under $10 billion at the end of
September 1940. From that point, they increased rapidly, reaching a
total of §27 billion by June 1941.

. Table 1 shows the growth of the wolume of funds made available
to various agencies for the financing of the total defense effort in
the United States and the funds for each major object.

The $50 billion defense program as of the end Jume 1941 inciuded
the following items: Congressional appropriations and suthorizations,
Reconstruction Finance Corporation credits, and British orders placed
in thias country. In addition to this total, bills were pending be-
fore Congress, providing for about a billion and a quarter. Of the
$50 billion of funds authorized as of June 30, $34 billion were put
at the direct disposal of the Army and Navy. More than §5 billion
are being used by other Federal agencies for a wariety of purposea
ranging from the construction of plant facilities and the accumula-
tion of stockpiles to the training of pilots and skilled mechanica.
The funds provided for ald to foreign countriez in accordance with
the Lend-Lease Act amount to $7 billiom.

The British orders for munitions and other supplies which have
been placed in the United States amount to $3.7 billion. This mm
must be added to the funds provided for and spent by the Federal
Government in order to indicate the totel defense effort put forth
by our economy. More than 40 percent of the total funds constituting
the so-called enacted program of the United States was provided in
the first six months of the defense program. Of the $20 billion pro-
vided by October 1940, about $10 billion were placed at the disposal
of the Navy Department for a two—ocean navy, and of this more than
one-half sented the estimated cost of naval vessels (exclusive
of ordnance).

Analysis of the money provided quarterly during the first year
of the program iz shown by ocbjects in the lower part of the table.
The material represented by naval vessels, ordnance, and aireraft
comprises nearly $27 billion pr 54 percent of the total program to
date. Nearly $5.9 billion was provided for new plant and equipment.
Merchant shipe represent about, billion. Construction of posts,
depots, airfields, fortifications, and the like account for more than

AUGUST 1, 1941 CONFIDENTIAL -+- 8
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TABLE . 1 - THE DEFENSE PROGRAM BY AGENCIES AND MAJOR OBJECTS
FISCAL YEAR 1941

1940 1 -
?—mfrmm-m First | Second
_Agenoy and Object Quarter | Quarter | Quarter| Quarter | Total
(Million Dollars)
War Department 7,001 1,377 B61 (11,107 | 20,346
Navy Department 3,189 | 6,797 | 2,109 | 1,429 |13,524 b
U.8. Maritime

Commission 154 - 415 180 749
RFC and Subeidiaries 594 318 429 | 1,4538 | 2,794 8
Other U. S. Agencies 650 kAl =31 686 1,646
Defense Aid = = | 2000 | = | _T.000
Total United States 11,588 | 8,833 | 10,783 |14,855 | 46,059
British Orders 4 a8 | 1307 | 4D T | 3.8
Total 13,473 | 10,140 | 11,203 (14,912 | 49,728

Object
Alrplanes, Engines,

Parts & Accessories 3,86 749 2,320 | 4,795 11,728
Naval Ships and Parts 897 | 5,174 522 203 6,796 b
Ordnance and Combat

Vehicles 2,464 | 1,896 | 2,364 | 1,501 8,225
Other Equipment & Supplies 658 | _214 | _277 | _949 | _2.098
Total Materiel 7,883 8,033 5,483 | T,448 28,847
Merchant Ships and Parta 148 112 1,020 219 1,559
Hew Industrial Facilities 1,317 438 1,611 | 2,514 5,880
Posts, Depots, etc. 1,400 98 932 | 1,230 3,660
Housing (Nonmilitary) 133 150 5 155 443
Stockplile 398 105 252 225 980
Other JA,010 | __505 | 1,632 | _493 3,631
Total Contractual Items | 12,290 9,441 | 10,925 (12,344 45,000
Pay Roll 638 409 48 | 1,713 2,808
Bubsistence, Travel 126 126 7 Lt 703
Miscellanecus 419 164 223 (411 | 1,217
Total 13,473 | 10,140 | 11,203 | 14,912 49,728

Includes appropriations made in Fiscal Year 1940 for Fiscal Year 1941.
These figures include estimated cost of tomnage authorisaticns and
are subject to revision.

Through June 15, 1941.

Includesa orders placed prior to July 1, 1940.

Bl e
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§, billion. The total volume of contractual items inoluding materiesl,
construction, and other industrial items, amounts to $45 billicnm.

The progress in the first stage of the procurement of materiel
and other commodities and services,is represented by contract awards
and direct expenditures. These are shown in Table 2.

Nearly $10 billion of commitments were made before September
1940. Contract awards plus military pay rolls and other direct
expenditures in the subsequent two quarters amounted to about $5
billion each,and in the quarter ending June 1941, they amounted to &
1little more than §9 billion. The total amount so committed in the
first year of the program was about $28 billion, leaving an unobli-
gated balance of about $22 billion on July 1, 1941.

However, the large amount of unobligated balances on July 1,
1941 does not necessarily indicate a failure on the part of the
various defense agencies to initiate production as rapldly as pos-
gible. Over $38.25 billion included in the total of unobligated
balances were not made available to the program until the last week
in June 1941. A considerable amount of the funds available is for
items not calling immediately for full contractual arrangements.
For example, in the case of ships requiring several stages of con-
struction over a long period of time, it iz not necessary to let
contracts for all the operations at one time. Likewise, in the
cass of funds provided for Army and Navy subsistence throughout F.Y.
1942, there may be little need for speed in placing of contracts
since there is no occasion for stismulating new production. None-
theless, in a number of fields the letting of contracts has been
too slow to secure needed additional production with maxisum speed.
A rough comparison, excluding funds not immediately available, is
presented in Table 3,

Because defense disbursements afford a broad, if rough, measure
of actual accomplishment, the figures shown in Table 4 are of special
interest.

Of the total disbursements shown in the table, 37 percent was
for ships, ordnance, and aireraft; 25 percent was for the construc-
tion of industrial facilities,stations, bases, etc.j 21 percent was
for the procurement of other equipment and supplies, including such
items as transportation,equipment and stockpiles; the remaining
17 percent went for pay, subsistence, and miscellansous services.

Total payments for defense goods and services, including pay
rolls and payments on British orders, amounted to something over
§9 billien, or about 18 percent of the program so far snacted.

AUGUST |, 194| CONFIDENTIAL -+ I
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TAELE 2 - DEFENSE OONTRACT AWARDS AND DIRECT EXPENDITUHES
FISCAL YEAR 1941 '
1 g4l
I Third our th| !IF-T']' Becond
Agency and Object Quarter| Quarter| Quarter| Quarter| Total
(Million Dollars)
Apusy ;

ar Department 2,6 2,284 2,187 2,889 | 9,992
Navy Department b, 1,306 | 1,395 | 2,655 | 9,916
U.S. Maritime

uﬂmi-'lﬂn N.8. N.As n.a. 8l0 810
EFC and Subsidiaries k2 210 U3 187 a| 1,142 a
Other U, 8. Agencies 86 125 121 tgﬂ & Elg: oy
Defense Aid 0 0 0 | 2,466 2,
Total United States 7,620 3,985 L, olg 9,177 (24,828
British Orders 1,88k 1,310 420 57 3,671
Total 9,504 | 5,295 | 4,466 | 9,234 |28,499

Object
Airplanes, Engines,

Parts & Accessories 1,816 | 1,527 729 | 2,757 | 6.829
Naval Ships and Parts 3,816 622 b2 500 | 5,000
Ordnance and Combat

Vehiclea 1,513 7590 1,132 1,543 | L,o78
Other Equipment and

Bupplies a7 222 L | 313 953
Total Materiel 7.362 | 3,161 | 2,084 | 5,173 [17,760
Merchant Ships and Parts 33 113 13 | 1,303 | 1,462
New Industrial Facilitied LO9 ;:E 750 855 2,761
Posts, Depots, Etec. 370 703 795 2,212
Houeing, (Nonmilitary) 10 95 69 101 275
Btockpile 160 B8 140 B2 470
Other 693 553 267 216 | 1,749
Total Contractual Items | 9,037 5,097 L, 006 8,549 |26,689
Pay Boll )

Subsistence, Travel) 467 158 Lgo 685 | 1,810

Miscellansous )

Total 9,504 | 5,295 | 4,466 | 9,234 |28,499
CONFIDENTIAL 12
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At this §9 billion rate of annual expenditure it would take
more than four years to carry out the remainder of the program
enacted as of June 30, 1941. There was, however, & marked acceler-
ation in the volume of disbursemegts during the winter. Nearly
two-thirds of the total for the past 12 months was disbursed in the
second half of that period. The last quarter alone accounted for
more than one-third of the total for the entire year. In the last
four months of the year, as the cantonment construction program
approached completion, construction expenditures declined, and the
total monthly expenditure curve has shown a tendency to flatten out "
around the billion dollar mark. However, it may be expected to re-
gume its upward course shortly.

TABLE 3- FUNDS AND CONTRACT AWARDS

June 30, 1941
Funds made
Available
OBJECT Total After June 15 Het Commitments
Progrem | o otherwise | ©FOBTSE
deferred

(Million Dollars)
Airplanes, Engines,

Parts & Accessories 11,728 3,239 8,489 6,829
Naval Ships & Parts 6,796 1,000 £ 5,796 5,000 &
Ordnance & Combat

Vehicles 8,225 286 7,939 4,978
Merchant Ships & Parts 1,559 1] 1,559 1,462
New Industrial Faecili-

ties 5,880 500 5,380 2,761
Pﬂ"“p Dﬂpﬂtﬂ, etc. . I,,J.CIB 522 3’531 2|m
Other 7,926 967 6,959 4,621
Pay Roll & Subsistence, -

of Army & Navy 3,511 2,7 2 734 361

Grand Total 49,728 9,291 40,437 28,499

8 gstimated figure. Navy now reports the total cost of the ship
(buil, machinery, equipment, but not ordnance) as a commitment.
The total reported by the Navy is §6,264 million.

B ncludes total funds for pay roll and subsistence for 1942.

£ pstimated cost of contracts under tomnage suthorization, which
cannot well be let now.

AUGUST 1, 1941 CONFIDENTIAL -+ I3
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This review of the first year's growth of the defense
shows that important steps have bean taken to provide the United
States with defense equipment. If they have been to a conslderable
extent in the form of preparation, nevertheless, they have laid the
groundwork for the flood of production that is scheduled to take place
in the second year of the defense affort.

AUGUST |, 194 CONFIDENTIAL -+ 14
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TABIE 4 - DEFENSE DISBURSEMENTS, FISCAL YEAR 1541

1 1941
Third | Fourth Firet S8econd
ney and Object Quarter | ter or | Quarter | Total
e ﬂmn on Dollars)
Agency or Administration
' ¥War Department 269.0 604.0 | 1,440,8 | 1,664.2 | 3,868,0
: Havy Department .1 480.7 662.0 B44,.9 | 2,321.7

44
U. 8. Maritime

Commiseion 31,6 38,6 36.5 49.9 156,656
BEFC and Subsidiaries 12.8 38,9 9l1.%8 189.1 332,7
Othar U, 8. Agencles 24.2 64.0 2.4 164.3 344.9

Defense Ald - 26.4 26,4
[ 4 Total United States 681.7 | 1,226,1 | 2,313.6 | 2,828.8 | 7,060,2
British g 815,86 542.0 465,9 266.6 | 2,081.1
Total 1,498,3| 1,768,1 | 2,779.6 | 3,086.4 | 9,131.3
Airplanes, Engines
and Parte 3465.1 250.6 504, 6 301.4 | 1,441.6
Haval Bhipe and Parts 106.8 148.9 180.1 226.2 660.0
Ordnance and Combat
Vehicles 173.7 188.3 225.9 392.8 980.7
Other Equipment and
Supplies 52.4 9.2 114.5 153.5 389.6
Total Materiel 677.0 696,9 | 1,026.1(1,072,9 | 3,471.9
Merchant Ships and Parts 79.7 b4.5 51.8 2.7 258,7
c New Industrial Facllities 105.3 96.0 233.3 396,7 B31.3
Poste, Depots and Other
Honindusetrial
Construction 71,8 2747 596.7 526.5 | 1,468.7
Stockplle 16.9 33.6 B3.4 76.3 178.2
Other 306,1| _ 300.6 _ 381,7 | _329,8 |1,317,3

: Total Contracted Items |[1,255.8 | 1,456.3 |2,341.0 |2,473.9 |7,527.0

Fay Roll 151,8 242.0 328.2 428,1 |1,200,1
Bubelatence, Travel 32.8 465.8 69.7 100,7 249.0
Miscellaneous 17,9 24.0 40,6 2.7 166,2
Total 1,498.3| 1,768,1 | 2,779.6 | 3,086.4 | 9,131,.3
' a Cash payments in the United Btates by the British Purchasing Mission.
: Fagments prior to July 1, 1940 are included in the Third Quarter,
1940,

AUGUST 1, 1941 CONFIDENTIAL -+ I5
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Chapter 2
PROGRESS TOWARD PREPAREDNESS

he defense program on July 1, 1941 amounted to approximstely 50

billion. This program consists of two main parts: (1) $40 bil-

lion to provide modern equipment for the armed forces of the
United States, to build a two-ocean Navy, to develop an air force,
and generally to build up United States defenses; and (2) $10 billion
i{nclusive of British orders to provide munitions for Great Britain
and her allies. This chapter is devoted to an examipation of the
progress to date under this program.

SIZE OF THE ARMED FORCES

On June 30, 1940, the total active strength of the United States
Army and Navy combined was less than half a million men. The Army
consisted of about 270 thousand officers and enlisted men, and the
Navy and Marine Corps consisted of around 185 thousand men. By De-
cembar 31, 1940, the Army had increased to almost 700 thousand men
and the Navy and Marine Corps to 270 thousand officers and sallors,
so that the total armed forces were about twice as large as they had
been when the defense effort first started. This rapid rate of in-
crease of personnel has continued, and the Army is now composed of
about 1% million men, while the Navy and Marine Corps now include

+ 325 thousand persons. The Army now ineludes about 600 thousand selec-
tive service trainees and 275 thousand National Guardsmen.

One of the most important segments of our military strength, the
aviation personnel of the Army and Navy, has lncreased from about

L ]
TABLE 5 - AVIATION PERSOMMEL OF UKITED STATES ARMY AND NAVY

Total Army Havy

July 1, 1940
Pilote 6,433 3,348 3,085
Other T7,401 49,294 28,107

July 1, 1941
Pilots 11,204 6,763 byl
Other 170,791 117,935 52,856

July 1, 1942
Pilots 32,374 20,874 11,500
Other n.e. 223,890 n.8.

AUGUST |, 1941 CONFIDENTIAL -+ 16
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84 thousand om July 1, 1940, to 182 thousand on July 1, 1941. A year
ago, at the beginning of our defense effort, there were 6,433 pilots
in the Army and Navy combined, compared with 11,204 pilots in July
1941. This increase represents largely the fruition of training pro-
grams started prior to the intensive effort of the past year. The
current program provides for a much greatar increase in aviation per-
sonnel, both pilot and other, during the next twelve months. By July
1942, as ghown in the preceding table, the combined air services are
expected to have over 32 thousand pilots.

An important adjunct to the military training program has been
the work carried out by the Civilian Pilot Training Program. Al-
though this program does not reduce the time period required for
military training, the record indicates that the holders of private
pilot certificates are considerably more successful in qualifying as
military pilots than other trainees. There are now 41,360 C.A.A.-
trained persons holding private pilot certificates. The program of
the C.A.A. for flscal year 1942 provides for training the following
numbar of persons:

Primary course 30,000
Secondary course 9,000
Cross—country course 6,000
Instructor course 4,000

In addition to the pilot training program, the C.A.A. has con-
ducted "refresher® courses to train commercial pilots as instructors.
This instruction standardization program has supplied 690 instructors
to aid the United States training program in addition to 170 instrue-
tors for Canada.

AIR POWER

At the start of the defense program the United States Army and
Navy had about 4,500 airplanes, one-third of which were trainers. To
build up our air fleet and to provide planes for Great Britain and her
allies, more than $ll billion had been allocated for the purchase of
airplanes in this country as of June 30, 1941. Chart 2 shows the rate
at which this money has been made avallable and also shows the rate at
which orders have been placed for airplanes and equipment. As can be
seen from this chart, total orders at the end of the fiscal year amoun-
ted to more than half of the program. Cash expenditures for the pur-
chase of airplanes are also shown on this chart, but these expendi-
tures are a relatively poor measure of roduction expecially because

AUGUST 1, 1941 CONFIDENTIAL -+ 17
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of British prepayments. Accord- CHART 2-AIRPLANES, ENGINES 8 ACCESSORIES
ingly, indexes measuring the ENASTED DEFENSE PROGAAM', CONTRACT AMARDS B GASH OISBURSEMENTS

physical volume of deliveries of
airplanes are presented in Charts [->oum
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monthly rate of production has — —
increased substantially, al- |_J

though not steadily, and during ’

the last month of fiseal year e — T

1941 slightly over 1,450 planss o P

were delivered, a rate which is | — ]

[ o) [ | o

35 percent of the anticipated g
peak rate. If OPM schedules are 4z

met, this rete should be almost Fins Sraiea s e Beagress
doubled within six months.
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An index of cumulative production of military airplanes since the
beginning of the defense pProgran is shown in Chart 4. The base of
100 is the total number of planes to be produced under present pro-—
grams for Unlted States use and for export. At the end of December
1940, only about 4 percent of the total requirements had been pro-
duced. By the end of June almost 1l thousand planes had been pro-
duced bringing the weighted index to 11 percent.  According to OFM

schedules, over a

quarter of the total airplanes now under procure-

ment plans will have been delivered by the end of' the' present cal-
endar year. These index figures relate to deliveries welghted by
the relative importance of different types of planes, a heavy

CHART 4-MILITARY AIRPLANES
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bomber, for example, affeot- CHART 5 - MILITARY AIRPLANES

ing the index far more than U S INVENTORY INDEX
& primary trainer,

The 4,500 airplanes
which the United States forces
possessed on July 1, 1940, rep-
resented, in terms of the .
welghted index, approximately
7 percent of the United States
requirements, as indicated by We Mesd for o
existing programs. The July Full Air Force
1, 1941, inventory of alightly
over 10,000 planes represented /
about 14 percent of these re-
quirements. As an increasingly
large share of production ia We Should
retained in this country, Have
American inventories will be
rapidly increased and by the We Have iz
end of another six months the e T
index should be almost double -
the present level at 26. 26

Chart 5 shows the inventory a 'f J.

o

duty | Jon | duly | Janl Requera-
1940 194 1241 1942 ments

HAVAL POWER

The estimated cost of building a two-ocean Navy will be about
$6% billion, excluding armor and armament. Almost all of these ‘fupde
have either been placed under direct contract or have been earmarked
for expenditure. In addition, the armor and armament for these
vessela will cost, according to present estimates, slightly over $2.8
billion.

When the two-ocean Navy is completed, the fleet will have been
increased from the 384 major combat ships representing 1.3 million
tons om July 1, 1940 to €92 ships, representing 3.5 million toms. In
addition to these major fighting ships the Naval construction Program
will nearly treble the number of patrol craft and auxiliary vessels

in the fleest. i
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The shipways which were
available for construction of
major combat ships were not be-
ing utilized fully in July 1940.
The production rate index for
these ships stood at only 18
repregenting about 12 thousand
tons, compared with a peak of
100 expected in December 1942.
As the work was speeded up and
a8 more ways were made mvmilable,
the index increased steadily and,
as can be seen in Chart 7,
reached 34 in June }941. Expect-
ed increases in the number of
shipways and the growing im-
portance of prefabrication of
large sections of the vessels
should cause the amount of work
being performed sach month to
inerease rapidly, and in another
8ix months work should be pro-
grassing at about 60 percent of
the scheduled peak rate.

CHART & - NAVAL SHIPS AND PARTS
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Chart 8 indicates the total amount of work which has been per-
formed toward building the two—ocean fleet. At the present time, it
is estimated that 14 percent of all the work has been finished, or
the equivalent of 320 thousand tons, almost three times as much as had
been dons on ships then under construction at the start of the program
on July 1, 1940. By the end of another six months at least one-fourth
of the construction program will have been completed.

CHART 8 - COMBAT SHIPS
TOTAL PRODUCTION
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0o July 1, 1940, we had on
hand 1.32 million tons » about
38 percent of the total tonnage
of major combat ships for the
two—ocean Navy, as shown by
Chart 9. Shortly after the
atart of the program, 27 de-
stroyers were converted to
auxiliaries, and 50 others
ware transferred to Great
Britain in exchange for island
bases. Delivery of new de-
stroyers and submarines since
last July has replaced 58 per-
cent of the tommage thus lost.
The present tonnage of 1.28
million tons is, however, more
modern. If the work completed
on undelivered ships is added
to the tonnage of ships in
service the index of completion
of the two—ocean Navy is 44 on
July 1, 1941. By the end of
another six months, the index,
ineluding work done on un-
finished vessels, should reach
54
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ORDHANCE

The total crdnance program,
including HNaval ordnance and
combat vehiclea, amounts to
over $3 billion, of which §5
billion is for Army-type ord-
nance, the remainder for the
purchase of Naval ordnance. At
the present time a taly
$3 billion of the $5 billion
available for the purchase of
Army-type ordnance has been
placed under contract, as shown
in Chart 10. A good portion
of the remaining unobligated
balance of about $2 billion is
for the purchass of ammunition
and for items for Defense Aid.
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COMBAT VEHICLES

At the start of the defense effort the United States had almost
no facilities for the production of combat vehicles. It was a fairly
eagy problem, however, to shift automobile and truck mamfacturers to
producing scout cars in quantity. With this production and a limited
production of 1ight tanks the United States was producing combat
vehlecles at about 8 percent of the echeduled peak rate for October
1941, as shown in Chart 11. New facllities were constructed and the

CHART II- COMBAT VEHICLES
MONTHLY PRODUCTION RATE
INDEX NUMEBERS
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tampo of production increased rapldly. Medium tanks and personnsl
carriers are beginning to be turned out in considerable nunbers al-
though no heavy tanks have yet been completed. At the end of one
full year, by June 1941, production was moving at 34 percent of the
peak rate indicated by delivery schedules on existing orders which
is expected to be reached in four to six months.
At the end of the [irst six months of effort, December 1940, we
had produced less than 3 percent of the total production requirements
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for cowbat vehicles indicated
now increased to between 9 and
States and export requirements. Exiating
show that early in 1942 well over half of

In considering progress to date in the production
it should be recognized that the

have been produced.
of combat wvehicles

by existing programs. This index has
10 percent of the combined United
schedules givenm in Chart 12
present requirements will

original designs

furlmlmuﬂlmmhmdﬂmuthnughturmwh

Europe. In addition, production of tanks has been retarded by the
agsigmment of lower priority ratings than have been given to airplanss
and ships.
CHART 12 - COMBAT VEHICLES
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CHART 13- COMBAT VEHICLES
U.S. INVENTORY INDEX

A48 a result of the mod-
erate extent of production
to date the United States
possesses less than 10 per-
cent of the tactical require-
ments for thess wehicles for

& three-million-man effort.d We need for o
Hnﬂ;?::, :.:n mmﬂmﬂ 3 Million Man Effart
wor 8 been M ug-
tion should be rapid and "f
within another six months it
is indicated that invento- 100
ries will be about 40 per- i :::Jld
cent of these tactical re-
quirements. ‘J
&,
GUNS S
&
Army-Type Guns We Have ,¢ 4P
MNow 'l

Chart 14 portrays the
rate at which monthly pro- 2
duction of Army-type guns

Jan | Jul | Jan | ire-

has increased since the 1941 941 942 “:.‘:':.I:

start of the program. Dur-
ing the first six months,

production proceeded at a rate of 16 percent of the scheduled peak
a8 Indiecated by schedules on existing orders, but it has increased
rapldly so that by June 1941 we had gone above 38 percent of the
peak rate. If present schedules ara met, the peak rates will be
reached in Novembor 1941.

As shown in Chart 15, total production of guns for the Upited
States forces and for the British and other anti-Axis powers amounted
at the end of June 1941 to 16 percent of requirements under existing
programs. This is three times as Ereat as it was at the emd of
December. Another half-year must elapse before half of these require-
ments will be produced.

2 In the materiel requirements for a three-aillion-man effort, main-
tenance is included for a period which varies from ocne to twelve

months, depending upon the type of equipment.
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CHART 14-ARMY TYPE GUNS
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CHART 16- ARMY TYPE GUNS
U.S. INVENTORY INDEX

inventories have only Wa need for o
inereased during the 3 Million Man Effort
past six months from /

percent. Chart 16 in- Wa Should 100
dicates past and e
schedulesd increases in \
‘the inventory of Army-
type guns /
rd
#
We Hove g 46
Now ’i
./I:
¥
Jan | July | Jan | Reguirs-
1941 1941 1942 menty
Field Artillery

The monthly rate of production of field artillery 1s scheduled to
reach a peak in February 1942. At the present time production is
about 15 percent of this peak rate but marked increases are scheduled
to ocour during the next few months. Most of these inoreases should

and the pew 155 mm gun. June production,
however, does represent a marked increase over production during prior
months, inasmuch as the average rate of production from July to De-
cember 1940 was only 4 percent of the peak rate.

As can be seen in Chart 18, total sccumulated production of these
guns to the present time i1s only about & percent of requirements
facing United States mamufacturers. Increasss, however, are axpected
to be much more rapid in the future and before the middle of 1942 over
balf of production requirements should have been met.
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CHART I7-FIELD ARTILLERY
MONTHLY PRODUGCTION RATE
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PP R S o o CHART |19 - FIELD ARTILLERY

8ix months of the defense U.S. INVENTORY INDEX

effort the United States had
produced little new artil- 3
lery but had modernized
encugh of its World War I
equipment to meet 6 percent -
of the tactical requiremgnts

of a three-million-man Army.

Although further moderni-

zation has been performed

during the past six months We Need for o
and although production of 3 Million Mon Effort
new weapons has begun, we J!I
still have only about 10 e
percent of the fisld artil- W
& Should
lary necessary for a three- Have
million-man Army. Ewen six
months from now we will have P
lese than one-third of our We Have .
tactionl requirements. Now ¢
After that time production \‘ g 32
should be accelerated and, Cd
a8 shomm in Chart 19, in- r/','!, l
ventories will be rapldly ¥ ¥
expanded. Jan | July | Jan | Require-
1941 1941 1942 ments

Antiaircraft Weapons

1 The development of fast, high-altitude airplanes and of armor
plata for alrplanes has made it necessary to develop new high-
powered antiairecraft weapons with greater range and shell-burst
area. The problems of producing mounts and fire control equipment
for these new weapons have been difficult. Ewven at the end of a
full year's effort we were producing antiairecraft guns at less than
40 percent of the peak rate schedulsd to be reached a year from
now, Most of the production to date has been of 37 mm. guns and .50
ealiber machine guns for use against low flying aireraft, and of the
3" guns which are now "limited standard." [Large seales production of
tha new 90 mm. gun which will be used as a standard weapon has just

bagun.
Chart 21 shows that we have produced only about 10 percent of the
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NUMBER 50 CONFIDENTIAL -
CHART BO-ANTI- AIRCRAFT
MONTHLY PRODUCTION RATE
INDEX NUMBERS
30 --#‘--“m

+JULY -DEC. 1940, AVGE,

o LY N PRl L . o
d F L) & L] o Fi & -] o L1 &) F - 'Y ] o
1841 1942
CHART 21 - ANTI-AIRCRAFT
TOTAL PRODUCTION
INDEX NUMBERS
100 100
> e
5
> 3
5 — -]
WE EXPECT
To PRODUCE | |
s0 _.-':-—- 130
t"l'..
o
L]
25 | = —-__.-"’f 28
| -
| WE ugﬁ _"..-"' |
| \" il
P/
] i 1 I i I L I 1 L 1 L i L i 1 o

3

4 F W A M 4 4 & 8 O W DB d M OA M4 R
941 1942 quiresiats
BUGUST |1, 194 CONFIDENTIAL 31




NUMBER 50 CONFIDENTIAL --- 32

munnhmudul:d m:-ab:hip:gd “:d CHART 22-ANTI-AIRCRAFT WEAPONS
now 8 o

in this ocuntry. The rate of U. S INVENTORY INDEX
production should inerease sub—

stantinlly during the next six

months and it is expected that :

by January 1, 1942, one-fourth .

of the production program will

have been completed. Inven-

tories of antimircraft gums,

shown in Chart 22, have follow-

ed roughly the same pattern as e Haad oo
total production since only a 3 Million Man Effort
small part of production had
been exported. The United
States possessed enough anti-
alreraft weapons on January 1,

1941 to satisfy 7 percent of A
its tacticel requirements.

This increased to 11 perceat Hn:‘m-

by the first of July and '_.-""

should double to 22 percent by

January 1, 1942. Six months |
from now we will still have :
less than one-fourth of our 1941 1941 |42 EETE
stated requirements for anti-

alreraft puna.

nfantry- -t and Infa W

Production of infantry-supporting guns has been substantial due
to their relative simplicity. The most important items in thims
category are Garand rifles, machine guns, mortars, and 37 mm guns for
use in and againat combat wehicles. Peak production of these weapons
should be reached before the end of this year, and even now, as shown
3n Chart 23, we are working at better than 40 percent of the peak rate.

As can be seen in Chart 24, there has been a sharp increase in
production over the past six months and this inecrease should continue at
(&N even more rapid pace for the next five or six months. At the end
of June 1941, over 22 percent of the combined United States and export
requirements had been produced and it is expected that 50 percent of
these requirementa will have been produced by the fall of this year.
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Chart 25 shows the rate at CHART ANTRY SUPPORTING APON
which United States inventories B i ®
of these weapons have inoreased. U.S. INVENTORY INDEX
For the six-month period, Jan-
uary 1 to July 1, 1941, inven-

tories nearly trebled, rising’ e eai for 2
from 5 percent to 13 percert : 3 Million Maon
of those required by a three- Etfort

million-man Army and the Navy
and Marine Corps. Within an-
other six months they are sched- We Should
uled to inerease to 55 percent Have

of our needs. The Army alsoc 4 ¥
has about a million Springfield I 4
rifles which are now being used ’,' ]
for training purposes pending F

production of an adequate number
of Garand rifles. Our stocks g 5
& Hava

of infantry-supporting weapons il
have not increased as rapidly !
a8 our production would in-

dicate, because a high propor- h

tion of our production of sub- '

n | Janl R irm=
machine guns and machine guna ]J:4|| ,J;:’. m:z r:E:H-
has besen exported.

MERCHANT SHIPS

The merchant ship conatruction program facing United States yarda
calls for the bullding|of approximately 1,350 ocean-going vessels,
aggregating about 10 million tons. Almost 800 of these ships ars to
be of the emergency or "ugly duckling" type, the remainder being
standard types. These flgures include the 541 vessels for which the
President has recently requested Congressional authoriszatiom.

During the first year of the defense effort, 620 thousand tons
or about 6 percent of the vessels included in this program ware de-
livered. Enough work was done on ships not yet delivered to ralse the
total amount of work dome to 8 percent of the total program. The rate
of delivery will advance during the remainder of this year, but the
great bulk of the tonnage is schedulsd to be constructed in 1942 and
1543,

AUGUST 1, 194 CONFIDENTIAL - -- 34



NUMBER 50 CONFIDENTIAL --+ 35

The monthly construction rate index for merchant ships is pre-
sented in Chart26 . The index measures work done each month in
relation to the peak month as 100. As can be seen in the chart, the
monthly construction rate increased from 10 in July 1940 to 24 &
in June 1941. The main factor in this rise in the monthly rate has
been the large increase in the number of shipways available for
constructing ocean—going tonnage. However, it will be another year
before all the planned new shipways are constructed”and before the
peak rate can be reached. When the peak is reached, the construction
rate should be equivalent to more than 450 thousand gross tons per
month. Since the indexes of merchant ship construction are based
upon work done rather than upon deliveries of completed vessels, the
construction and delivery rate peaks do not coincide. Peak deliveries
of more thantwo ships & day will not be reached until the first quarter

CHART 26-MERCHANT SHIPS
MONTHLY PRODUCTION RATE
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£ These indexes of merchant ship construction are preliminary and
are currently belng revised. It is possible that the production
rate index for the past few months exaggerates the improvement
in actual production since the start of the program. However,
the further improvement reflected in the future production rate
index schedule is probably correct, according to present shipyard
estimates.
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of 1943. Schedulsd work for July 1941 should raise the construction
rate index to 29, approximately three times as high as it was a year
ago.

In Chart 27 there is presented an index measuring the total
acoumulated work done in construocting ocean—going merchant ships in
the united States since July 1940. At the end of the first six
months (December 1940) only 3 percent of the work required to build
the projected 10 million tons of ships had been finisghed. By the end
of June, this had increased to 8, and by next October should be 16.

CHART 27-MERCHANT SHIPS
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CHART 28- MERCHANT SHIPS
3 o bennntive U S. INVENTORY INDEX

chant fleet or the tonnage /

ghould amount to about “Goal"
14 million tons by the end / [
of 1943 or the middle of

1944. Chart 28 shows tha “'LE.‘.‘?" "'Hi'l".““

relationship batwean ton- \ -ll‘
nage on hand in the paat - 100
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sibilities that a large
share of existing and pro- 54

posed tonnage will be sold | “

or transferred to foreign

reglstry and comsequently

the American reglstered

tonnage is unlikely to Il

reach the scheduled goal.
duly | July | Jan | Reguira-
a0 194] 1942 ments

On July 1, 1940 it was estimated that the United States regis-
tered merchant marine consisted of 1,300 ships representing 7.6
million tuns of ocean-going shipping. Vessels were sold or reglstry
trenaferred to Great EBritain, Panama, and other countrles in order
that they might be able to enter belligerent waters. Therefore,
despite deliveries during the year, the Americen fleet had dropped
to 1,179 ships representing 6.9 million tons on July 1, 1941.

Since the speed at which American yards can turn out ocean-
going cargo vessele is one of the decisive factors in determining
the final outcome of the present war, it should be noted that peak
American construction of 450 thousand gross tons scheduled for July
1942 is slightly higher than British, allied, and neutral shipping
losses which have averaged 425 thousand gross tons per month during
the first half of 1941. Plans are currently being developed to
speed up American production, and the peak rate may be reached prior [
to the date indicated by present schedules.

AUGUST 1, 1941 CONFIDENTIAL -+ 37



NUMBER 50 CONFIDENTIAL --- 38

POSTS, DEPOTS, AND FORTIFICATIONS

As the Army and Navy expanded both in terme of manpower and
equipment, it was necessary to expand the faoilitles for housing and
training personnel. There have been made available funds of over
$3.6 billion for the construction of posts, depots, and fortifica-
tions. The major share of this was used for the comstruction of
barracks and hospitals for quartering the Army. The original can-
tonment program was planned to provide shelter and other facilities
for an Army of 1.4 million men. This work moved at a rate consid-
erably slower than the original schedules established by the Quarter-
master Corps, and the final cost was twice as great as the original
estimate. It is now virtually completed at a cost of about §1.5
billign. Further increases in quarters are being handled by rela-
tively small periodic allocations to the Quartermaster Corpe and the
scale of the additional program will depend on further decisione which
may be reached concerning the mumber of men in the Army and the time
perlod over which any increases in the active duty stremgth of the
Army may be scheaduled.

In addition to the $1.5 billion cantonment program of the
Quartermaster Corps other appropriations were made to provide housing
for the families of enlisted men. Total allocations for these dwell-
ings were 27,650 family dwelling units at the end
24 thousand units had been placed under construction and 8,241 units
had been completed. A small $12 million program for the
of storage facilities and maintenance depots has been two-thirds
pleted at the end of the year

Finally, the Quartermaster Corps has received about $67 million
for construction of bases outside the limits of continental United
States. This program is now about half finished and the remainder is
scheduled to be comgleted at a rate of 15 percent during each of the
next two quarters and 10 percent during the first two quarters of
calendar year 1942.

In addition to the Army program for posts, depots, and canton-
ments, the Navy has a similar program totaling about $326 million.
This program was half completed at the emd of May 1941. The re-
mainder of the program is echeduled to be completed by October 1342.
It should be B5 percent complete by January 1942. The Navy also has
a $260 million program for construction of bases outsids continental
United States which should be completed by January 1942. At the
present time this program is about 60 percent complats,

A
]
£
;

The vast United States aviation program has necessitated a pro-
gram for expansion of airports, particularly military airports. The
total program for military airport construction amounts to $685 mil-
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lion of which $467 million is for the comstruction and improvement of
Army airports and $218 million for Navy airports. Om July 1, 1941,
this program was about 40 percent complete and by January 1, 1942,
should be 90 percent complete. Completions to date have meant an in-
crease in the number of airports from 78 on July 1, 1940, to 99 at
the present time, plus improvements and better rumways in all of the
airports.

In addition to the strictly military program, the airport facil-
itles of the country have been increused and improved through the
Civil Aeronautics Administration and the Work Projects Administration
programs. During the period July 1, 1940 to Jume 1, 1941, the number
of class 2, 3, and 4 airports rose from 472 tc 694 and the program
contemplated for the next 12 months will increase this number to 962,
class 4 airports being the best equipped. The classification of air-
ports is based primarily on length of runways. The accompanying
table shows the breakdown by class of airport and indicates the great
improvement in the quality of exlsting airports which has been accom-
plished.

Number of Nonmilitary Alrports

Class
Total i 2 2 4
Existing July 1, 1940 2,221 1,749 396 57 19
Existing June 1, 1941 2,250 1,556 531 118 45

Estipated June 1, 1942 2,386 1,424 438 407 117

The Civil Aeronsutics Administration program for fiscal year
1941 was $31 million, of which $1,600 thousand had been expended by
June 1; and the Work Projects Administration program reprasented $70
million of Federal funds. The program for fiscal year 1942 is for an
additional $63 million for the C.A.A. and $134 million for the W.P.A.

In sddition to the air bases in continental United States, work
has been carried forward on 7 air statiomns for the Army outside con-
tinental United States and 25 air bases for the Navy. The list of
bases is:

Army Alr Statlons

Ladd Field, Alaska Borinquen Field, Pusrto Rico
Elmendorf Field, Alaska Losey Field, Puerto Rico

Wheeler Field, Hawaii St. Croix, V.I.
Hickam Field, Hawaii .
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Hawval Adr Stations

Charlotte Amalie, V.I. Cusm

&t. Thomas, V.I. Endiak, Alasks

Coco Solo, Canal Zone Bitka, Alankn

Balboa, Canal Zone Mlasks, Alssks

Gatun, Canal Zone #intigus, B. West Indies
Cuantanems, Cuba #Argentia, Newfoundland
San Juan, Puerto Rico #Barmada

Keneoha Bay, Hawnii #*Hritish Guisna

Peerl Harbor, Hawail #Jazaics

Cahu, Hawsii #5t. Lucis

Midway Island #Trinidad

Tutuile, Samon #Bahamas

Weke Island

#British bases secursd in destroyer tranasfer.

Total funds allocated for the Alr Corpe program outside con-
tinental United States are §70 million and as of June 1, 1941, $30
million worth of work had been completed. The resainder is scheduled
at a rete to bring the program to virtusl completion by July 1942.
The Havy program is §165 million. Approximately half of this had
bean completed by June 1, 1941, and the program should be 90 parcent
complete by January 1942. Of the Mavy progras for bases abroad, plans
for the 8 naval air statlons on the British Islands arranged through
:hu._[mm for the 50 over-oge destroyers, involve approximately $50
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Chapter 3

PRODUCTION AND PROCUREMENT PROBLEMS

he M-Dey plans, which had been in preparation by the Army and

Havy Munitions Board for a long period of time, made it possible

for the program to get under way more rapidly than it could have
done otherwlse. When the program started last May, however, it proved
to iovolve a large mmber of problems not adequately covered by the
planning that had been done.

The M-Day plans of the Army and Navy Munitions Board never con-
templated a siltuation in which the transition from peace to war would
be gradual, imvolving an extended period of limited emergency, a
sltuation in which the size of the program would be continually
mounting, or a situation in which Defense Ald requirements, as well aa
our own military requirements, would need to be taken into account.

Bacause of the contimal changes in technology much of the de-
tailed economic planning for a defense emergency could not be done
until the emergency was upon us. For many iltems of materiel, pilot
models had still to be developed, tested, and adopted after May 1940.
The planning of production, the tooling up, and the development of &
producing organigation had to walt upon adoption of these pilot
models.

In addition to the problems of plamning there were the large—
scale problems of administration. Some indication of the magnitude
of the administrative problem may be cbtained from the increase in
civilian personnel. The civilian employment of Govermment agencies
concerned with defense has grown rapidly during the past year to take
care of the administration and plamning of the program. In July 1940
the total eivilian employment of the War and Mavy Departments (ex-
clusive of the employees in arsenals, shipyards, mamfaoturing depots,
and construction work) was 112,500. It has more than doubled and in
April 1940 was 232,000. There were also 2,868 employees in the Office
for Emergency Mamagement. HNo total figure is avallable for the num-
ber employed in defense work in other Govermment agencies.

Large scale procurement of materiel did mot start untll early in
September 1940. The attempt to make defense production an addition to
the regular production for consumer demands delayed American producers
in getting under way at a satisfactory pace. In spite of the faot
that our economy as a whole was not operating at full capacity last
summer, it was necessary, particularly in the production of aireraft,
ships, and crdoance, to provide extensive new productive capacity.
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The production of new facilities and the shift from ome type of pro-
duction to another was not spesded up as rapidly as now seems depir-
able, partly because defense contracts were not placed in sufficlemt
quantities to provide business men with a motive drastically to re-
vise their production plans and to axtend defenss production capaci-
ties.

Moreover, it wae difficult for many to see how the defense pro-
gram would touch every phase of the productive activity of our scon-
omy since the indirect impacts were not felt immedistely, and that it
would involve an unprecedented increase in employment and would place
demande upon the supplies of most of our basic raw materials and upom
our power and transportation facilities which they were not prepared
to meet.

Some of the problems which have developed- in connection with the
defense program are discussed in the following sectiomns.

DEFENSE INDUSTRIAL FACILITIES

Program

Roughly $7 billion was made available for plant expansion from
the beginning of the defense program to.June 1941. The Federal
Government made available approximately $5.8 billion through eppro-
prietions and the operaticns of the RFC; and the British govermment
has provided $149 million of capital assistance for new industrial
facilities in connection with its purchases of war materisls in this
country. In addition to theee public funds, almost §1 billion was
made available through privately financed industrial facilities as
indicated by approved and pending certificates of necessity under
the five-year amortizatlion plan.

About $3 billion of these funds have been definitely committed,
either by financing or by comstruction contracts, with an almost
equal amount still to be obligated. The Federal agencies engaged
in financing defense industrial facilities had made definite commit-
mente for 428 plants and plant expansions involving $2.6 billion.
This total does not include such capital expansion as may have been
part of the price of procurement under supply contracts. The
obligated funds are shown below by financing agency.
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' PUBLICLY FIMANCED INDUSTRIAL FACILITY PRNR]I
As of Jume 30, 1941
Financing Agency : (Million Dollars)
Total United Stautes under Contract 2,572.9
. fiar Department " 950.5
Navy Department . T74.0
Defense Plant Corp. ' T20.5
Reconstruction Finance Corp. 46.2
Maritime Commission BL.7
British 148.5
. Facilities financed from public funds have been primarily for

the production of findshed war equipment and parts going directly
into such equipment. There 18 now & trend towards Federal financing
of earlier steges of production as the need for more materisls is
accentuated and privete capital does not consider the expansion
commercially sound. Our output of military equipment, exeept for
ghips, ies almost completely dependent on the completion of these
industrial faecilities. For shipbuilding and aircraft asserbly and
aireraft parts, relatively extensive facllitles existed for peace-
time needs but these fecilities were wholly inadequate for our
present requirements.

The privately financed facilities under Certificates of Neces-
sity providing for five-year amortization are also facilitiea
essential to the defense program but to a much larger dugrau repre-
sent earlier steges of production.

. By July 1, 1941 there had been received about 3,400 applica-
tions for certificates of necessity. The approved certificates
for privately financed facilities number 1,603 with an estimsted
cost of $829 million. &

In addition to the approved applications, there were 1,359
applicetions upon which action was pending, most of which were for
privately financed facilities. At least some and probably a large
part of these pending applications represent facilities already
under constructlion. The distribution of the walue of defense in-
dustrial facilities by object to be produced amd source of funds
through June 30, 1941 is shown below.

£ Exclusive of facilities financed by RFC loans and facilities for
. pilot and mechanic training.
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TABLE 6 - DISTRIBUTION OF VALUE OF DEFENSE INDUSTRIAL FACILITIES
BY TYPE OF FACILITY AND SOURCE OF FUNDS THROUGH JUNE 30, 1941

(Amounts in Million Dollars)

] Source of Funds
Totaul Public & Private b
Percent Percent
. ll?lmt. Percent | Amount of Total Amount of Total
Total 3,550.2 | 100.0 | 2,721.4.| 76.7 828.8| 23.3
Chemicals 450.6 12.7 396.3 11.2 54.3 1.5
Products of
Petroleum & Coal 29.8 0.8 13.4 0.4 16.4 0.4
Iron and Steel
Products 296.4 B.4 142.4 4.0 154.0 FAwA
Ammunition, Shells,
and Bombs 437.7 12.3 399.3 11.2 38.4 1.1
Guna 244,.8 6.9 221.8 6. 23.0 0.7
Adreraft T746.7 21.0 649.9 | 18.3 96,8 2.7
Ships & Ship Repair| 519.5 14.6 506.6 14.3 12.9 0.3
Vehicles & Tanks 43.6 1.2 23.9 0.7 19.7 0.5
Nonferrous Metals 209.7 5.9 58.4 1.6 151.3 4.3
Machinery (except
electrical) 188.0 5.3 80.8 2.3 107.2 3.0
Electrical
Equipment 37.5 1.1 20.4 0.6 17.1 0.5
Miscellaneous
Manufacturing 85.6 204, 59.7 1.7 25.9 0.7
Nonmenufacturing 111.8 3.2 - - 111.8 3.2
British-financed
Fﬂ.ciliﬂl!ﬂ E- l‘:ﬂls 4!2 lﬁs-ﬁ Ai: - -

& Includes facilities estimated to cost more than £25 thousand and
financed through direct obligations (Government and E.P.F. contracts)
of the Wer and Navy Departmente, Maritime Commission, and Defense
Plant Corporation and Reconstruction Finance Corporation Loans.

b As reflected by Certificates of Necessity approved exclusive of facil-
ities financed by R.F.C. loans($30.0 million) and exclusive of
privately financed pilot training facilities ($3.7 million).

£ Breakdown by type of product not availlable.
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The inter-relations between the production of finished products,
the equipment and supply of baslc materials necessary for such pro-
duction, are complex. Until all the sllocations are made for the
facilities needed for end products and the production schedules are
set for the amounts of end products needed, it is difficult to measure
the size of the facilities problem. A subsequent section dealing with
machine toole indicates something of the slze of the problem faced by
that industry, in attempting to produce the tools needed for facili-
ties already ordered. Untll the remainder of the Federally finsnced
facllities are completed and contract schedules for their products
are established, there will be difficulty in making specific arrange-
ments for the needed machine tools, and additional capacity for parts
and for the materials required.

Construction

Approximately one-fourth of the industrisl fecilities which had
been put under contract under the defense program by May 1, 1941, were
ready for initial operation by June. It is estimated that an addition-
al half will be ready for initisl operation during the next six montha.
For publicly financed facilitles alone, about cne-seventh were ready
for initial operstion by the end of the year with an additional two-
thirds estimated to be ready for initisl operation during the next six
months. But these figures are misleading by themselwves, since the
velues represent fecilities working at full capacity but the dates
show only that some operations in the plants were ready to start at
thut time. .

An indicetion of the progress being made in the construction of
facilities is available in the cash disbursements. The table below
shows that cash disbursements for all Federally finenced facilities
equal 30 percent of the total under contract as of the end of Juna.

FEDERALLY FINANCED INDUSTRIAL FACILITIES

Jdan. 31 June 30
(Million Dollars)
Progran 2,161 5,880
Contracta 1,513 2,767
Cagh Disbursements 269 831

The production schedules of materiel shown in the preceding sec-
tion of this report are based on the facilities already under con-
tract, except for the airplanes which include the heavy bomber pro-
gram. Scheduled incresses for production of materiel, as shown by
the indexes presented in the section on military equipment, will re-
sult primarily from the completlon of these facilities.
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Loeation.

At the beginning of the program, supply contracts were of neces-
gity granted to established producers. A geogrephic distribution of
supply contracts awarded, therefore, was at first entirely dependent
upon the locatien of existing manufecturing esteblishments.

The accompanying maps of the location of new defense industrial
facilities as of April 30, 1941, show that these new fecilities have
largely followed our previous Industrial concentratlon. Factors af-
fecting this concentration were skilled labor, transportetion, water
and power supply, and social service. This additional concentration
of defense industries in already crowded aress, many of which are in
vulnerable locations, has created sericus probleme even for the
largest cities. Thus, defense facilities in the Baltimore area will
create as many new jobs in industry in & pericd of two years as were
created in the same area by boom industrisl growth in the eight-year
period 1921-1929. Locations have been chosen after balancing mili-
tary and economic considerations with the tempering factor, the need
for early production.

Equipaent

Machinery, ineluding mschine tools and material-handling equip-
ment, must be avallable as soon as construction on new facilities is
sufficlently advanced to permit installation. To meet these require-
ments, an unprecedented production load has been placed on the machin-
ery industry and especially the machine tool industry.

achine tool deliveries in June 1940 were £31.7 million and
in June 1941, $69.1 million, an increase of 118 percent. Deliveries
for the year 1939 were $220 million ana for the year 1940, they were
$423 million. They are estimated to reach $800 million for the year
1941 and $1,000 millien in 1942. To meet these estimates, the indus-
try will require an average monthly output of $§70.3 million for the
last 6 months of 1941, and $83.3 million per month throughout 1942.
The physical quantities involved will be less than these dollar esti-
maetes indicate as the price index of machine tools has shown a rising
tendency. Since August 1939, the price index of machine tools has
risen 18 percent, and since July 1940, it has risen 8 percent. The
estimated monthly shipments are shown in the following chart.

In spite of the rapld expansion of the machine tool industry dur-
ing the last twelve months, there is doubt whether this industry can
meet the requirements of the defense program with the necessary speed.
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Unfilled orders for machine tools as of June 30, 1941, were $529
million, approximately equal to the estimated capacity of the industry
for seven and cne-half months , encugh to keep the industry busy un-
til the middle of February, 1942. In addition to these defense re-
quirements contracted for, the new facilities for the bomber program
will require $300 million worth of machine tools, and other planned
defense facilities an estimated additional $480 million tool invest-
ment, or a total of $780 million of additional machine tools required
but not yet on order as of June 30, 1941. L ;

If machine tool shipments meet present OPM estimates of shipments
for the balance of 1941 and the year 1942, totaling £1,422 million,
facility requirements now in sight cannot be met before December 1942.
This assumes an even distribution of the production load in the ma-
chine tool industry, but faeility reguirements are much greater, in
proportion to capacity, for some types of machine tools than for
others. That is, it may take much longer than the average of 17
months to meet requirements for such critieal machines as thread
millers, gear-grinding machines, horizontal boring mills and jig
borers as the following table shows.

MACHINE TOOL SHIPMENTS

ACTUAL AND ESTIMATED
MILLION DOLLARS MILLION DOLLARS
oo - -

ACTUAL — BABBOOO0
ESTIMATED m o -

- I Y 0 e e r'-r*.“!»4'."-?“.-1*—-".'-!?“!“—4*1—'—1 A T~ T s

- N Iaan 942
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The situation may be somewhat better than the above considera-
tions would indicate if the fullest possible use is made of the
so-called "ecaptive plants."

An important contributing factor to the machine tool problem
is the shortapge of supply of skilled workers.
must work to very close tolerances, its requirements for skill and
training are more exacting than in most industries using machine

Since this

TABLE 7 - CRITICAL MACHINE-TOOL REQUIREMENTS

industry

Estimated Estimated Total
Deliveriss Average Total Unfilled
Monthly Deliveri Orders
June 1941 | peliveries ToraTa"®| and Bomber
1941 & Requirements b
(Number of Units)

Horizontal

Boring Machines 75 109 1,306 1,683
Jig Boring

Machines (-7 109 1,309 1,516
Vertical Boring

Machines 89 112 1,349 1,854
Deep Hole Drilling

Machines 99 85 1,021 576
Radisl Drills 264 252 3,027 3,111
Hobbing Machines 82 108 1,298 1,238
Gear Grinding

Machines 34 52 629 1,352
Internal Grinding

Machines 198 222 2,664 3,609
Thread Grinding

Machines 77 26 1,028 886
Engine and

Toolroom Lathes 618 702 8,425 9,232
Turret Lathea B45 1,072 12,863 12,832
Multi-Spindle Auto

Bar Machines 259 268 3,217 3,651
Milling Machines 2,191 2,138 25,655 20,061
Thread Millers 85 68 815 1,218
Profiling 116 132 1,586 1,681

& Manufacturers' estimate.

D Does not include provision for $480 million worth of tools estimated
for additional defense facilitice (other than bombers) for which ne
breakdown is available.
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toola. The tremendous expansion within the industry, plus the ever
inereasing competition for skilled machinists with other defense
industries, has created a labor shortage. This has been a restrain-
ing influence on facility expansion.

Total employment in the machine tool plants inereased about 60
percent from December 1939 to the first of May 1941. Man hours more
than doubled during the same period, reaching a peak of ..5
million weekly on May 1, 1941. This increase has been brought about
by increased working hours and by increasing the use of second and
third shifts. Employment in second and third shifts, however, is
still a small part of total employment. Employees on the first shift
were 73 percent of the total, those on the second were 22 percent,
and the third only 5 percent of the total on May 1, 1941. The ex-
tenslve training programs being undertaken by machine tool companies
may help to correct this situation. Employment in the industry om
May 1, 1941, was B7 thousand and is expected to increase to 100
thousand by the end of 1941. Onm May 1, 1941, these companies had
12,800 trainees which accounts for 14 percent of total employment in
the industry.

The following table summarizes scme significant labor facta:

TABLE 8 - EMPLOYMENT IN THE MACHINE TOOL INDUSTRY

Employses
Decembar 1939 55,
May 1, 1941 B7,

Man Hours (Weekly)

000

000

May 1, 19Lo 2 000
May 1, 1941 4,500,000
5l

Hl

Average Weelkly Hours as of May 1, 1941
Piret Shift
Second Shift
Third Shift 36

Number of Men Working as of May 1, 19l1
First Bhift 63,200
Second Shift 13.101:-
Third Shift . oo

Trainees as of May 1, 19U1
Fuxber 12,800
Percent of Total Employees 1L

=
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If new machines cannot be supplied fast enough to meet defense
requiremants the alternative is fuller use of existing equipment
elther through diverting plants having critical machine tools from
nondefense to defense production or by transferring oritical tools
from nondefense to defense plants. Curtailed production of auto-
moblles and electric refrigerators and the freezing of models is
expected to divert many tools to the production of ordnance and
airplanes. Similar future curtailments in the production of other
industries that are large users of machine tools may also bring
about further diversion of tools to defense industries and relieve
the pressure on machine tool manufacturers.

Utilization

The volume of production depends not only upon the supply of in-
dustrial facilities but also on the degree of their utilization. Max-
imum utilization of the facilities already available has great immedi-
ate significance in the defemse program, since it will be pome time
before the plants and equipment now under construction will come into
production.

In general there are two methods of intensifying the use of facil-
itles. One is the lengtheming of working hours through overtime end
the other is through multiple shifts. The progress made along these
two lines will be discussed at some length in a later section. Only &
brief, summary of the final results of these two measures, which are
employed to different degrees in different plants and industries, is
given at this point.

There is wide variation among different industries and plants in
the amount of time that facilities are in mctusl use. The situation
in the aircraft industry as of May 1941 is pummarized in the table be-
low by meens of a generalized index of plant utilization. This index
is based on the assumption that the first shift represents the optimum
relationship of workers to plant and equipment and is obtained by
divliding the total productive man-hours for the week by the number of
employees on the first shift.

NHone of the 42 airplane plants shown in the table averaged more
than 99 hours a week although two plants, accounting for nearly one-
fifth of the capacity of the group, showed operations of 95 to 99
hours. Eleven plants with nearly 50 percent of the capacity, operated
or had a plant utilization of between 75 and 100 hours & week. 0Om
the other hand, 15 plants with about five and one-half percent of the
total capacity showed operations of 59 hours or less. The group with
a plant utilization of 40 to 44 hours constituted eight plants with
2.8 percent of the total capacity.
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The plants manufacturing airplane engines showed the most inten-
8ive plant utilization of the entire industry. One plant, with one-
sixth of the totel capacity in the engines group, operated at more
than 125 hours per week out of a maximum total of 168 hours. The five
major plants, accounting for nearly 80 percent of the total capacity

TABLE 9 - DISTRIBUTION OF PLANTS AND PRODUCTIVE CAPACITY IN THE
AIRCRAFT INDUSTRY ACCORDING TO EXTENT OF PLANT UTILIZATION

May 1941 &

Hhm,gg Mrplanes Enginea Propellers
plﬁnu:i_ Number | Percentage| Number | Percentage | Number Percentage
lization b of of Total of of Total of of Total

Plents | Capacity | Plants | Capacity | Plants Capacity
125 - 129 - - 1 15.6 - -
120 - 124 - - - - 1 32.2
115 - 119 - - - - 1 11.2
10 - 114 - - 1 0.2 - -
105 - 109 - - - - - -
100 - 104 - - b 34.6 - -
95 = 99 2 19.8 1 29.1 1 0.3
0 - 94 - - 1 3.4 1 1.4
85 - &9 3 10.3 - - 3 6.2
80 - 84 2 6.4 - - 1 10.3
75 - 19 4 11.3 2 3.9 1 10.0
70 - T4 4 25.0 2 2.5 1 1.8
65 - 69 5 8.9 2 4.1 1 13.8
60 - &4 7 12.7 - - - -
55 - 59 2 1.3 1 0.5 - -
50 - 54 2 0.5 2 5.4 - -
43 = 49 3 1.0 3 7 2 1.3
40 - 44 8 2.8 - - - -
B- 29 - = - - 1 1.4
30 - 34 - - - - - -
25 - 29 - - - - | i
Total 42 100.0 18 100.0 15 | 100.0

2 Based for the most part on data for week ended May 16, appearing in
Materiel Division Consolidated Statistical Report for May 1941.

actual man-hours for weak
number of workers on lat shift

This assumes that the number of workers in the first shift represents
full use of facilities.

b Hours of plant utilization =
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of the airplane engines industry, averaged more than 95 hours per
week. Nonme of the engine plants had a utilization of less than 48
hours per week.

Propeller plantes stand between airplane and engine factories in
degree of plant utilization. Two plants with more than 43 percent of
the total capacity of the propeller group had a utilization of 115 to
125 hours per week. More than 40 percent of the total capacity of the
group is concentrated at the rata of utiliszation of from 65 to 90
hours. Some 13 percent of the capacity listed by four plants had a
utilization of less than 50 hours.

The foregoing figures may be compared with the one shift 40-hour
week and the maximum of 168 hours in a 24-hour, seven day week. While
the 168-hour week is not practically attainable, intensification of
the use of exlsting facilities has great potentislities for speeding
defense production. In the case of the alrcraft industry, the most
fully utilized plants cperated at about 30 percent greater utilization
than the average. The percentage difference is approximately the
same for the groups of plants mamfacturing plenes as well as for
those mamifacturing engines and propellers. The ocutput would obviously
be substantially increased if all plants could at least be lifted to
the pointe shown practicable for the best units.

The aircraft industry is not peculiar in this respect. There are
even greater differences between the average utilization of all plante
and the best plants in other industrles engaged in defense production.
The table below summarizes the condition for a list of selected indus-
tries important to defense. The figuree are based on a survey of a
total of 363 plants made by the Bureau of Labor Statistics for March

1941.

It will be seen that in the machine-tool accessories and electri-
cal machinery and supplies industries, the plant showing the greatest
degree of utilization covered in the survey was used twice as many
hours as the average for all plants combined in that industry. The
best plant in the machine-tool industry operated at the rate of 72 per-
cent higher than the average; explosives &7 percent; und private ship-
yarde 4B percent.

A glance at the first two columns of the table suggests that in
some of the industries the performance of even the best plants might
be improved. Hence, the latent poseibilities for expansion of utili-
zation and production lie beyond the best record achieved in the group.
The bast t in the chemical industry was in full operation 73 hours
a week (56 hours for the group as a whole). In machine-tool acces-
sories there was at least one plant which operated 144 hours a week.
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TABLE 10 - PLANT UTILIZATION IN ELEVEN INDUSTRIES IMPORTANT TO DEFENSE
Middle Week in March 1941 &

Number of Hours Per Unit Ratio
Toduatey | ofCapacity B | Best
Best Plant |, Average All ye
Plants in Sample | Average
Private Shipyards 29 60 1.48
Ammunition 95 T 1.23
Machine Tools 115 a7 1.72
Machine-tool Accessorles 144 &8 2.12
Brass, Bronze, and
Copper Products 106 75 1.4
Chemicals 73 56 1.30
Electrical Machinery and
Supplies 122 59 2.10
Engines (other than aircraft) 90 63 1.30
Explosives 120 72 1.67
Firearms 75 57 1.32
Smelting and Refining
Copper, Lead,and Zinc 81 &0 1.35

& Based on survey of 363 plants made by the Bureau of Labor Statistics.

b Total "productive" man-hours divided by the number of "productive”
workers on first shift. (Ore worker on first shift is taken as unit
of capacity).

In Government navy yards (not shown in the table) the difference
between the best and the average was less than 20 percent in recent
months for which data are available. This is less of a spread than
for any of the industries shown in the table as well as for the air-
eraft industry. The difference is much less than for privete yards.
The beeic data for Government navy yards are not fully comparable to
those for private yards and other industries. It appears, however,
from such preliminary data as there are on hand, that both the best
and average utilization in Government yards are lower than in several
of the private industries shown in the table above.
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RAW MATERIALS

The ability to provide sufficient raw materisls to meet defense
progran ts and essential civilian needs at the same time
resolves itself into two prinecipal parts. (a) The capacity of avail-
able facilities may be a limiting factor particularly in the case of
synthetics and of the refining of some metals. (b) Where a substan-
tial portion of our basic supply must come from abroad, we must reckon
with the wartime difficulties of maintaining the flow of our imports.
Below are discussed illustrative increases in our facilities and the
stockpiles we have developed as insurance against the cutting off of

imports.
Facility Expansions

It was apparent more than a year ago that we needed substantisl
expansion in airplane and ordnance facilities. But the extent to
which available capacity would limit our ability to obtain basic raw
materials in the amounte needed has become clear only in recent
months. As of June 30, our facilities program, including British
capital assistance and the five-year amortization plan amounted to
approximately $7 billion. Less than ome-half billion of this total was
for raw material facilitles. What has been done and what is in pros-
pect in the way of added facilities in the case of four important de-
Tense materials is shown in the table below. Although further increases
are needed, the additlions shown for aluminum and magnesium are sub-
stantial.

Increase in Capacity
: Expected
Capacity July, 1, 1940 July 1, 1941
June 30, 1941 Jume 30, 1941 June 30, 1942

Steel, million tons

per year 87.6 2 2.6 & 372
Aluminum, million

pounds per year 629.0 194.0 175.0 b
Magnesium, million

pounds per year 37.0 25.0 41.0
8ynthetic rubber,

million pounds

per year 5 2.5 1.8

£ Report to the President by Gano Dunn, May 22, 1941; figure in column
1 is for December 30, 1940; figure in column 2 is for calendar year
1940; figure in column 3 is for calendar year 194l. A part of the
inorease in 1940 represents renovatlon of obsolete and"high cost
facilities and resetting of furmmces.

2 Plans for additional capacity of 600 nﬂl:l.nn’poum: are under con-
sideration.
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The synthetie rubber now being produced in the United States is
& substitute for rubber only for specialized purposes. The RFC has
recently announced plans for facilitles to produce synthetlec rubber of
the Buna® type which is more suitable for gemeral substitution. These
facilities which are not yet under construction will bhave an amnual
eapacity of about 19,000 long tons., It is planned that they will come
into production during the latter part of 1942.

In the case of tin, the Metals Reserve Company has made arrange-
ments for the comstruction of a tin smelter at Texas City, Texas, for -
refining anmally about 50,000 tons of Bolivian tin ore or concentrates,
or enough to smelter 1B,000 tons of fine tin. The Metal Reserves
Company has contracted for the purchase of this quantity of tin con-
centrates for a period of five years.

In the case of petroleum products, transportation facilities have
come to be & limiting factor. This point is discussed below.

The Stockplle Program

Legislation for the accumulation of stockpiles of strategic mate-
rials was recommended by the Army-Navy Munitions Board in Jamary 1939.
The Strategic Materials Aet (Public 117) was passed in June 1939, under
which Congress provided for the appropriation of §100 million to be
expended by the Treasury for building up stockpiles of strategic mate-
rialse. Between June 1939 and May 1940 supplemental appropriations were
made available for expending the reserves of defense materials.

In June 1940, the Congress amended the Reconstruction Finance Cor-
poration Law (Publie 664), and authorized the Corporation to create end
finance companies to produce, obtain, and store defense supplies.

Three lmportant subsidlaries of the Reconstruection Finance Corporation,
the Fubber Reserve Company, the Metels Reserve Company, and the Defense
Supplies Corporation, have been set up for producing, scquiring, and
carrying strategic and critical materials.

In June 1940, the AMMB recommended the accumulation of stockpiles
of 13 strategic materiale. In October the ACCND increased a mumber
of the recommendations of the ANMMB and added nine additional strategic
and critical materials. The O0Office of Production Management im May
1941 again expanded the program, Through June 1941 the funds obligated
for the whole stockpile program emounted to $980 millibn, of which
$470 million were contractual obligations and about §180 million ac-
tually disbursed.

In addition to this direct stockpile program, the Govermment
negotiated an agreement with the United Kingdom for the exchange of
600 thousand bales of cotton for approximately B85 thousand tons of
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rubber. The rubber has become a part of the Governmental stockpile,
but according to the agreement camot be released to industry until the
United States has consulted the British Govermment as to method of
disposition. The same provision applies to the British dispositiom

of American cotton.

Until about April 1941 the accumulation of stockpiles had largely
been limited to the strategic materials as classified by the Army-Navy
Munitions Board. As emergency conditions have changed, some formerly
eritical and esgential materisls have become of strategic importance,
and less formal sccumrletions of reserves of these materlals have been
made. Recent legislation, June 10, 1941, (Public 108, 77th Congress)
makes it possible for the Reconstruction Finance Corporation, through
its subsidiaries, to purchase and sell to industry materlals which
have not been declared strategic or critical by the President. Pur-
chases and sale of a mmber of such materiels have taken place.

In a few instances where tight market situations have developed,
such as in the case of tungsten and copper, a part of the reserves
have been released to industry at prevailing prices. The stockpile of
strategic materials accumulated under Public 117 is released by
Executive Order after the President has found that an emergency exists,
with regard to the individual materisls. Those materials accurulated
under Public 664 are released on the recommendation of the Office of
Productlon Mansgement by direction of the President. Firms having
priorities in the mamfacture of defense equipment have & preference
in the purchase of stockpile materials. Not all the reserve materials,
however, are immediately available to industry. For example, the
agreement between the Metals Reserve Company and the Internmational
Tin Committee provides that part of the tin stockpile will not be
availasble for distribution until after Jamuary 1, 1944.

Table 11 iollowing shows the estimated imports of the principal
strategle stockpile materials required for 1941, the recommended
stockpiles, the quantities purchased and delivered during the first
year's operatlon of the program.

This table shows striking contrasts between the guantities
of individusl stockpile materials purchased and delivered. The pur-
chase of four rateriels—antimony, manganese, quinine, and tungsten—
exceeded the recommended stockpile during the first year's operationm.
The deliveries of these items, however, were far below the purchases,
except quinine which was the only item reaching 100 percent of the
recommended stockpile.

AUGUST 1, 194 CONFIDENTIAL -++ &7



NUMBER 50 CONFIDENTIAL .- 58

TABLE 11 — |MPORTS AND STOCKPILES OF STRATEGIC MATERIALS

E8TIMATED
IMPORTE FOR| TWO-YECAR Nf;::n D::'::“D
STOCKPILE MATERIALS T INDUBTRY AND | RECOMMENDED JUNE 28, ' June 28,
STOCKPILE, STOCKPILE 1941 1941
191
ANT | MONY 8T, 22,000 18,000 29,637 7,295
CHROME ORE L.T. 1,120,000 1,300,000 B46, 800 172,909
INDUBTRIAL D) AMONDS Cre. - 2,000,000 170,129 h,165
MANGANE BE L.T, 1,800,000 1,800,000 5,218,500 327,622
MaANILA FIBER & a.T. 86,000 5%, 360 13, k38 9,54k
MERCURY FLAcxs - 10,000 5,000 2,050
Mica Les. 20,800,000 10,800,000 5,501, b1k 2,208, hk2
QUARTZ CAYETALS Les. 1h1,120 102, 000 99,270 52, h69
QUININE Ay, 0z, -} 6,400,000 7,200,000 | 6,485,000
RUBBER L.T, 1,000,000 517,000 262,685 206,002
Tin L.T. 260,000 155, koo 100, h20 hz, 285
TUNGBTEN 8T, 14,000 13,000 67,294 5,871

A BALEE CONVERTED TO POUNDS BY APPLYING 270 pOUNDE PER BALE,

B EstiMaTED 1MPORTSE OF 5,019,000 POUNDE OF CINCHONA BARK, THE RAW MATERIAL FOR
QUININE,

Table 12 shows the operations of the supplemental or revolving
stockpiles.

Eince the end of June 1941 some guantities of lead, bauxite,
cork, and leather have been purchased by the subsidiaries of the Fecon-
struction Finance Corporation for the supplemental or revolving stock-

plle reserves. The stockpile program is in process of continual re-
vision.

Regquirements and Supplies

Despite the steps that have been taken, supplies of many mate-
rials will not be adequate to meet the combined military and un-
restricted civilian requirements during the next year. In fact some
materials, particularly alumirmum, magnesium, and nickel now appear
to be inadequate for direct and indirect military purposes. Should
the military effort expand much beyond the contemplated program for
the next twelve months, the shortages will become even more severe.
Lack of transportation facilities and & shortage in electric power
may cause greater deficits.
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TABLE 12- SUPPLEMENTAL STOCKPILES OF STRATEGIC AND CRITICAL MATERIALS £
(End of June 1941)

Material Unit | Purchased | Delivered | Released
Asbastos 8. T. 1,560 - -
Cadmium B. T. 67 &7 -
Copper 8. T. 304,701 | 168,495 | 147,821
Diamond Dies Fumber 6,000 4,076 1,466
Graphite | owe T 4,028 41 s
Iridium T. Os. 765 - .
Nitrate of Soda S. T. | 300,000 | 111,703 11,703
Optical Glass Lbs. 11,400 52547 -
Tin Ore L. T. | 290,045 2,635 -
Zine Gunnnnt.rat-u‘ L. T. 150,000 - -
Zinc Ore 8. T 86,000 - -
Wool (Argentine) R Bales 7,494 7494 -

2 poes not include 170,000 metric tons of aluminum scheduled for de-
livery from Canada during 1942, 1943, and 1944.

D 230,104 bales of & total of 840,000 bales of Australian wool delivered
for storage in the United Statea.
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Estimated requirements and supplies for the calendar years 1941
and 1942 are shown for 32 commodities important for defense on the
accompanying charts. Total requirements are represented for each
commodity by the distance between the two vertical black lines. The
lower bar for each commodity shows the four main constituents of
supply; stocks on Jamary 1, estimates for primary production, secon-
dary production, and imports.

Chart 31 shows the regquirements and supply situation for 18
metals, including steel, ferro-alloys and nonferrcous metals for 1941.
The chart indicates that for eight of the metals estimated supplies are
less than requirements for this year. The indicated shortages in-
¢lude aluminum, magnesium, nickel, copper, zinc and brass. In addition,
during 1942 there are indicated shortages of lead, tungsten, and i
vanadium. In the case of antimony, chrome, cobalt, and tin, the ade-
quacy of the supply depends upon the continuatlon of overseas imports
in something like the present volume.

Almost the total consumption of tin comes from the Far East and
the supply situation is threatened by Japanese movement southward.
About half of the United States consumption of tungsten comes from
China. The contimued supply from this source is largely contingent
upon the Burma Road remaining open. Although a comparatively large
part of the vanadium consumed in the United States is imported, the
principal source is in the Western Hemisphere. Practically the whole
supply of nickel comes frowm Canada. :

Steel, aluminum, and magnesium are outstanding examples of wital
materiales where & shortage arises from a lack of productive facili-
ties within the country. gShortage in transportation facilities will
cause many difficulties of supply, the most obvious of which at this
time are in motor fuel and fuel eil. The magnitude of the deficlencies
expected next year will be small for the country as a whole, but in :
certain sections of the country——especially on the East Coast——short-
ages are likely to be severe.

In normal times domestic producers supply all of our copper, lead,
end gine, but forelgn supplies of ores or refined metals are necassary
to mezt defense requirements. Domestlc refining capaclty appears to
be adeguate for lead, but expansion is needed in copper and zine re-
fining facilities. Imports of copper and zinc (ore or metal) from the
Western Hemisphere in amounts equal to those of the past year would
still leave a substantial shortage, and such imports would have to in-
creage to a great extent to relleve the expected deficiency. Com-
tinued imports of lead and lead ore from the Western Hemisphere would
cover the deficiency from domestic mines but might prove imadequate if
requiresments for lead increased as a result of the substitution of
this materinl for other materials which are already defielent. Al-
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CHART 31 - 1941 SUPPLY AND REQUIREMENTS
STEEL, FERRO-ALLOYS, AND NON-FERROUS METALS

REQUIREMENTS = 100 PER CENT
o 25 50 75 100 I8 150 178 200
ALUMINUM o SA xR St ]
Millhan Nul‘lﬂl.

ANTIMONY | E .
Thousend short fons ‘/?MA“

12.8 1Ilﬂ
BRASS
Million pounds Y

[LL]
CADMIUM
Millian pounds

CHROMITE
Thousand lang lons

COBALT
Sharl lons

GCOPPER

Thousand shorl fons

LEAD
Thousand short lons

MAGNESIUM

Million pounds

MANGANESE (Ore)

Thousand long tons

MERCURY
Thousand Hosks

MOLYBDENUM

Millien pounds

NICKEL
Million pounds

STEEL
Millien shart fons

TIN
Thousand long fons

TUNGSTEN (E0% WO3)

Thousand shorf tons

VANADIUM
Million pounds

ZINC

Thousand shorf tons

I f
4] 25 50 ™ 100 125 150 IT5 200
defenss neads NGT included.

S I B

Stock - 1-1~4| “ Primary Secondary Imparts -__D_I?;Eil_ﬂ_:-;__‘
Prng::rmn
AUGUST I, 1941 CONFIDENTIAL - - - &I
-



NUMBER 350

CONFIDENTIAL

CHART 32

1942 SUPPLY AND REQUIREMENTS
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though the source of such imports appears reasonably securas, 1limited
ocean shipping facilities threaten to restrict the flow of materials
even from nearby sources. Inventories of all three metals have been
drawn upon during the past year and offer little possibility of re-
liaving the expected deficlencles.

Chart 33 indlcates considerable shortages of other materlals, in-
cluding cork, graphits, kapok, neoprene (synthetic rubber), and wool
for 1941, During 1942, shortages of potash, hides and skins, and
manila fiber, are indicated. In addition, the adequacy of supplies of
mica, rubber, and silk depend upon continuation of imports.

A1l the cork consumed in the United States must be imported in
one form or another; with the threatened Axis invasion of Spain and
Portugal, the principal sources of supply, the situatlon may bacome
extramely critical. The supply of the critical grades of graphlite
somes largely from Madagascar, and imports havs been negligible for
the first five months of 1941. The United States rubber supply origi-
nates in the Dutch East Indies and British Malaya and requires a rela-
tively large amount of shipping epace. The supply of kapok also comes
from the Dutch Esst Indies. Most of the silk consumed in the United
States comes from Japan. £ The United States supply of manila fiber
(abaca) comes almost exclusively from the Fhilippines. There are some
limited Western Hemisphere substitutes, such as sisal and henequen,
in case of an interruption of supply. Strategic mica comes primarily
from Indie, and the United States requirements in shipping tonnege
are comparatively small, and should not present eny great gifficulty
as long es the sea lanes remain open.

Domestic production of hides and wool is alao inadequate, but even
in normal times these productas are supplied in large amounts from
abroad. Countries of the Western Hemisphere could provide supplies of
these materials in sufficient guantities to meet requirements not
sovered by domestic production, but again, a shortage of shipping fa-
cilities may make such imports difficult. The supplemental stockplle
of wool beinz mcquired under an agranmgnt with Australia will help
cover the deficiency in an emergency. =

& prioritles Director Stettinius issued an order July 26 freezing all
stocks of raw silk,and limited the processing of thrown silk to levels
set during the week ending July 26. This order does not prevent de-
liveries from ship to importers.

Civilian requirements for these commodities represent unresiricted
civilian demand assuming a $87 billion mational income in 1941 and
& 8100 billion natiomal income in 1942. Thus, the requirements
af steel are estirated on the assumption that there-will be no
restriction in automoblile output.

(-3
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CHART 33

1941 SUPPLY AND REQUIREMENTS
ALL OTHER
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CHART 34 1942 SUPPLY AND REQUIREMENTS
ALL OTHER
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LABOR

To make provision for the availability of labor of warlous skills
in sufficient quantities is one of the most difficult of the defense
production problems. During the first year of the defense effort
total employment increased by nearly 3 million persons to an all-time
high. With increased production activity requiring longer hours and
more overtime, with increased costs of living to some extent off-
setting higher earnings, with more congested working conditions, and
with & more favorable matket situation for labor, industrial disputes
have been of increasing importance. The several problems relative to

labor are discussed in the following sections.

In May 1941 total nonagricultural employment stood at & record
high of 38,278,000. While this figure represented a gain of three
million in employment over May 1940, there are estimated to be some

=

five million employables still seeking work.

About 60 percent of

the total increase in employment occurmed in the nation's factories

between May 1940 and May 1941.

Expansion of Employment
in Defense Industries

Total employment in de-—
fense industries, as shown inm
Chart 35, increased to almost
three million persons in May
1941.2 The 18 private manu-
faoturing industries included
in this total were engaged to
a larger extent in filling de-
fense contracts in May 1941
than in July 1940. The in-
crease in "defense employmeni”
is probably more nearly as

shown by the dotted line. For

This estimate of direct defense
employment is made up of the
following: (1) employment inld
major defense industries, (2)

t on public comstruc-
tion handled by friﬂ.tn con-
tractors, and (3) employment
in Pederal Navy yards, arsenals,
eto.

CHART 35 - EMPLOYMENT
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17 private manufacturing industries of key importance for defemse,
man-hours had inoreased by 61.5 percent during the period April 1940
to April 1941. The most pronounced increases ococurred in those indus-
tries which, despite their growth over the past year, still are far-
thest short of the needs of total defemse. For the same period
ammmition increased the number employed by 159.1 percent and man-
bours, 174.5 percentj airoraft gained 139.0 percent in nmumbers and
162,1 percent in man-hours; firearms, 101.9 percent in mmbers and
128.0 percent in hours; and private shipbuilding, 92.7 percent in
numbers and 113.7 percent in hours.

The extent to which lengthening hours has increased sffective
industrial effort is indicated by translating overtime above 40
hours per week into the equivalent mumber of workers who would have
been needed in the defense industries had no overtime been worked.
In total, these 17 manufacturing industries, most of which have
encountered shortages of skilled men, would have needed 200 thousand
additional workerse in April 1941 if the same number of man-hours of
work had been obtained with an average of only 40 hours per week
per worker. The aircraft industry substituted overtime for 22
thousand workers, or 13.3 percent of its total employees; shipbuild-
ing for 11 thousand, or 6.8 percent; machine tools, 25 thousand, or
27.8 percent; foundry and machine shop products, 62 thousand, or
12.0 percent; brass, bronze, and copper products, 11 thousand, or
9.5 percent; and the electrical machinery industry, 36 thousand, or
10.3 percent.

Overtime has been employed most extensively for defense produc-
tion in the machine tool industry. Chart 36 shows that since
November 1939 average hours per week per wage earner have, except for
August 1940, exceeded 47.0 hours and have remained above the 50-hour
mark during the past six months. The aircraft industry also has
engaged in extensive overtime operations and currently its average
hours amount to 45.2 per week, With the exception of the continmous
process industries, such as blast furnaces, steel works and rolling
mills, and smelting and refining (copper, lead, and sinc), all of
the defense manufacturing industries averaged well in excess of 40
hours per employes per week in May 194l. Average hours for all
manufacturing amounted to 40.8 hours, an increase of 9.7 percent
over May of the preceding year. The durable goods industries ex-
panded hours to 42.5 per week, an increase of 11.5 percent during
this intarval, while hours in nondurable goods rose to 38.9, am
increase of 7.l percent.
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Changes in Hourly Earnings

Three factors have produc-
ed significant changes in over-
all hourly earnings in manufac-
turing industries since the in-
suguration of the national de-
fense programi El peyment of
overtime wages; (2) rapldly ex-
panding t in the high-
er pald defense industries; and
(3) increases in basic wage
rates. A comparison of average
hourly earnings per worker for
all mamifacturing and for nine
major defemse industries ls
ghown in Chart 37. Average
hourly earnings in all manufac-—

CHART3TAVERAGE HOURLY EARNINGS
ALL MFG. 8 9 DEFENSE INDUSTRIES

MAY 1940 AND MAY 1941
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turing reached 72.6 cents in May
1941, an increase of 8.5 percent
since May 1940. The slow but
steady increase from May 1940

) .J.m.u.l.l.l.;_LJ.u_Luu.u.l._u.uJ..iEIO
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through March 1941 was due primari-
ly to the increase in employment in
the higher pald defense industries

and to increasing overtime with
relatively 1little influence from
increases in wage rates. Slnce
March, however, the sharper rise
has beean the result of wage rate
inoreases. Over this interwvul
hourly earnings in durable goods
industries (80.6 cents) rose 11.1

percent, while those for the non-

durable goods group (64.l cents)

increased only 4.9 percent. All of

the selected defense industriea
have maintained hourly earningas

levels coneistently above those for
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all manufacturing. Hourly earnings in blast furnaces, steel

works, end rolling mills advanced sharply in April 1941 ss a

result of increases in wage rates affecting 400 thousand workers.

This industry's hourly earnings, 96.8 cents, now (May 1941) stend
higher than those for any other listed defense industry. Shipbuilding
currently stands second in the list with average hourly earnings of
92.6 cents, followed by brass, bronze, and copper products (83.4
cm“] .

M a8 £

The number of wage earners on the second and third shifts in 363
key defense plents surveyed by the Buresu of Labor Stetlstlcs in-
creased by 2 percent between December 1940 and March 1941. Ten es-
tablishments stepped up operaticns to a three-shift besle during the
peried, briuging the number of three-shift plants to 214.

From December 1940 to March 1941 employment in the 363 plants
expanded by 62,357, or 13.9 percent, to a total of 510,201 wage
earners., Increased employment on the first shift amounted te 36,863,
on the second to 17,950, and on the third shift to 7,544 workers.

While 214 of the 363 plante reported three-shift operations in
March, the 37,724 employees on the third shift represent only 7.4
percent of the total wage earners employed by these esteblishmentas.
The second shift engaged 102,211 employees, or 20 percent of the
total.

The Week—end Shutdown 5%

Operations in 587 plents surveyed by the Bureau of Labor
Stutistice in March 1941 dropped to about two-thirds of the week-
day level on the Saturday of the surveyed week and to about 10 per-
cent on Sunday as measured by the mumber of persons at work on

those days.

Only a negligible number of defense establishments outside of
the continuous process industries were using & "swing shift" to make
24=hour seven-day operation of plants possible while employees are
required to work only five or six days per week.

Although 308 of the 587 plants were in operation on Sunday of
the surveyed week, only 22 plants were employing as many as 70 per-
cent of their workers on Sunday and these, in most cases, were
continuous process planta.
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Labor Twrn-over in Manufscturing Industrieg

The influence of industrisl expansion on the labor market has
been reflected in a sharp increase in guit ratsy, a reduction in
lay—off rates and a rise in accessions over the past year for manu-
facturing industry in general. The rate for voluntary separations

(quits) has shown an irregular but sharp rise from 0.77 in May 1940
to 2.20 per 100 employees in May 1941 when it reached the highest
point en record. That all new workers hired were not satisfactory
was indicated by a higher discharge rate. This type of separation
ghows an increase from 0.13 in May to 0.19 in October 1940, and rose
to an all-time high of 0.25 in April 1941. The importence of lay-
offs as a factor in total separations has diminished. In May 1940
when total separations were reported at the rate of 3.78 for every
100 workers on the pay roll, 74 percent represented lay-offis.
percentage has decreased in April 1941 to 31 percent of the total.
The sharp rise in the miscellaneous separation rate may be inter-
preted as representing principally workers leaving to enter the
military service. The total separation rate has remained at a
fairly constent level, ranging from a low of 3.00 in August 1940

to & high of 3.89 in April 1941. This figure fell slightly to 3.86
in May 1941.

The total accession rate in May was nearly twice as high as in
tha corresponding month of last year. The depletion of the backlog
of experienced workers in manufacturing industries has become more
apperent in recent months. In May 1940 new hires constituted 56
percent of the total accessions; in October 1940, 78 percent; and
in May 1941 five of every six workers hired came under this category.
The lack of trained workers was apparent to a greater extent in key
defense industries than in all manufacturing combined. In the air-
craft industry the ratio of rehires to new hires in May 1941 was 1
to 70; bronze and copper products, 1 to 14; and engines and turbines,
1 to 21.

Labor Disputes.

At the outset of the defense program the level of strike activity
was unusually low. During the first half of 1940, the number of
strikes (1,159) was three-quarters of the average number that had
ocourred during the first half of the preceding 5 years, 1935-39
(1,534). Even sharper was the contrast in the number of workers in-
volved and the man-days of idleness during strikes. As compared with
the average of 638,500 workers involved in strikes during the first
half of the years 1935-39, only one-third as many (210,000) were in-
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volved between January and June of 1940, Likewise, the man-days of
idleness during strikes in the first half of 1940 ran less than one-
third of the average level of the eding 5 years (2,515,000 as com-

pared with an average of 9,413,000).

Strike mctivity increaped sharply from Jamuary to April 1941,
fibile some incremse was to be expected at this season of the year,
the actual increases were much greater than seasonal. The figures

for April (ss graphically portrayed in Chart 38

) were largely in-

fluenced by the general strike in the bituminous coal industry. In
fact, this one stoppage accounted for smbout two-thirds of the workers

and three-fourths of the man-days involved in the April strikes.

cluding the coal strike, however, the level of strike activity was
still above the 5-year averuge, and it remsined above the average in

May after the coal strike waeg settled.

For the year June 1940 to May 1941 as a whole, the number of
workers invclved in strikes was 38 percent above the average for the
corresponding months of the preceding 5 years, and the idleness
during strikes was 11 percent above the corresponding average.

CHART 38 - MAN-DAYS 'IDLE IN
AND IN DEFENSE IND
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In view of the sharp increase in the industrial pace in 1940-41,
the strike figures of the year can be compared appropriately with
strike records in other similar periods of accelerating activity.

The number of strikes during the first year of the defense pro-
gram was 5 percent less than in the corresponding months of 1936-37
but 64 percent greater than in the same months of 1933-34. The
number of workers inveolved in the strikes of 1940-41 was slightly
below the number invclved in 1936-37 (2 percent less) and in 1933-34
(5 percent less).

The man-days of idleness during the strikes of 1940-41 were
23 percent leas than during the strikes of 1936-37 and 15 percent
less than during the strikes of 1933-34.

During each of the months of 1940, idleness during strikes
remained below two-tenths of cne percent of the total man-days of
available work. In April, 1941, the month of the coal strike, idleness
during strikes amounted to 1-1/3 percent of the available working time.
From April to May 1941 strike activity declined as a result of the
eventual ending of the bituminous coal strike. However, the number of
workers involved in May strikes (1.5 percent of all workers) and the
number of days of idleness (0.39 percent of available working time)
showed a higher rate of strike activity than in any previous month of
the defense program except April. Chart 38 exhibits the downward
trend since March, 1941, of man-days idle becsuse of strikes in plants
with important defense contracts. Man-days idle because of strikes
showed a substantial decrease in June 1941, over April 1941, for these
industries. The proportion of workers involved in strikes per year
wag higher continuocusly from 1916 through 1922, and during the years
1933, 1934, and 1937, than during the 12 months under review.

Measures instituted to avold and diminish industrisl unrest and
labor disputes include greatly improved Government mediation machinery,
as well as indirect methods such as maintaining price stability and
efforts to facilitate collective barguining end to establish minimum
labor standards. The basic mediation agency of the Government has
been the United States Conciliation Service of the Department of
Labor. In addition, special defense mediation machinery, however, has
been provided by the National Medistion Board and by the Labor Divi-
8ion of the Defense Commission and the Office of Production Management.
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Labor Shortages.

In spite of the fact that there are still scme 5 million unemployed,
there have been nation-wide shortages of skilled workmen in particular
ocoupations, and locel labor markets in some sections of the country
have exhausted all usable reserves.

The active filez of the Public Employment Offices do not represent
& complete eount of job seekers, and they contain many applications of
employed perscns who are seeking better jobs. Nonetheless they are
indicative. In April 1940 two of the five million registrants were
skilled and semi-skilled, but less than 900,000 of these had had ex-
perience in manufscturing industries. The remainder would have to be
trained for industrial joba.

TABLE 13- NUMBER OF REGISTRANTS AT PUBLIC EMPLOTMENT OFFICES
IN 394 SELECTED DEFENSE OCCUPATIONS
(March 22, 1941)

Type of Oeccupation Number
(Thousend Registrants)
Total 644
Miscellaneous Professional and
Technicel Occupations 12.2
Mrereft Mamfacturing and
Service Occupations 43
Automobile Service Occupations 22.7
Building Construction Occupatlons 168.4
Electrical Equipment Manufacturing
Occupations b.4
Instruments, Optical Goods, Watch
and Clock Occupatlons 1.0
Metal Trades Occupations 107.5
Multi-Industry and Miscellaneous 51.3
Forging 6.7
Foundry ; 10.8
Heat Treating 0.8
Machine Shop 29.7
Sheet Metal B.2
Ship end Boat Euilding end
Boilermaking Occupations 6.7
Textile, CGarment, and Related
Occupations 23.8
Miscellaneous Occupations 11.4
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Some idea of the country's remaining reserves of workers who are
experienced in critical defense jobs can be had from a compilation of
registrants in 39, selected defense occupations made by the Bureau of
Employment Security as of March 22, 1941. Only 364,000 job seekers
fall into the categories presented in Tablel3d. The inadequacy of this
supply will be seen when it is compared with the estimated demand for
labor which will be needed to keep the currently authorized program
moving on projected schedules. Persons registered for aireraft manu-
facturing and service occcupations could not teke care of the necessary
expansion of any one of the several major plants in a single month;
those registered for shipbuilding are equally inadequate.

Iraining Workers for Defense

A large proportion of the skilled and semi-gpkilled workers who
will be added to the defense labor foree in the remaining monthas of
this year and in 1942 and 1943 must be trained for their jobs.
Vocational training programs now under way and projected into the
future are endeavoring to train every capable worker who can be per-
suaded to equip himself or herself with a defense industry skill.

Under programs conducted by the United States 0ffice of Educa-
tion, "pre-employment" and "refresher" courses have had a combined,
cumilative enrcllment from July 1940 to June 30, 1941,of 392 thousand
trainees. Supplementary courses attracted cumulative enrollment of
465 thousand for the same period. It is estimated that the enroll-
ment in both pre-employment-refresher and supplementary courses for
1941-42 will be slightly more than double that of 1940-41. During
the last half of 1940-41, emphasis was placed upon training for
aviation servlices, machine shops, and, to as great extent as possible,
upon training for ship and boat building.

A "training-within-industry" program under the sponsorship of
the Office of Production Management has been developed to stimulate
and coordinate the drive to give workmen who are on the job added
skills that make possible their up—grading into key functions. The
United States has been divided into 22 distriects, with a training-
within-industry office established in each under the supervision of
a persomnel expert borrowed from local industry. Each office com-
mands tha services of a labor leader and a representative of in-
dustrial management who act as advisors. The work 1s closely coordin-
ated with that of the Federsl Committee on Apprenticeship. More than
100 companies, with a total of 300 thousand employees have used the

organization's service in setting up training programs.

Promotional activities include educational tulletins, articles
in newspapers, trade and professional Journals, and the sponsoring
of meetings. Objectives include the augnenting of the country's
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effective labor force by breaking down prejudices that have prevent-
ad the employment of Negroes, newly naturalized oitizens, and women
in industrial occupations.

Since June 1, 1940,a total of 50 thousand Federal Goyernment
employees are or have been in training -- 22 thousand in eivilien
positions under the War Department, including its manufacturing es-
. tablishments, and & thousand trainees in other branches of the Fed-
eral services. Of these totals, some 8,500 workers are or have been
training in regular apprenticeship courses.

The Apprenticeship Unit of the Division of Labor Standards
through its field staff extends a variety of technical services to
industry in connection with in-plant training of skilled workers.
In May 1940 there were but 500 apprenticeship systems operating
under the standards set up by the Federal Committee, whereas today
there are over 1 thousand.

As of April 1941, the National Youth Administration had a
total enrollment of 156 thousand young people in ite "Work Shop
Production Projects,” where they were receivirg training intended
to fit them for industrial occupations, such as in the metal trades,
aviation, radioc, and drafting. The monthly rate at which enrollses
have bean graduated reached 41 thousand in April of this year.

The United States Office of Education, in cooperation with 139
certified engineering schools, inaugurated a program of higher-
level technicul training which was well under way by January 1941.
This training is intended for qualified prospects having high school
or college education. Degrees are not required. Many of the en-
rollees are engineers being given "refresher" courses. Others are
already employed but seeking training in courses not ordinarily in-
eluded in college curricula.

Authorized enrollment in Engineering Science and Management
Defense Training, as the program is called, reached 140 thousand
trainees by June 30, 1941. General, mechanical, and industrial en-
gineering had 33 thousand, 27 thousand, and 24 thousand trainees re-
spactively; meronautical, civil, and electrical engineering, 12
thousand, 10 thousand, and 8 thousand, respectively; chemiral 6
thousand trainees, and marine engineering and naval architecture 4
thousand persons.
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for 8, 5 and

If we are to maintain production schedules for shipbuilding,
aireraft, machine tools, ordnance and other items of essential me-
teriel (on order as of the middle of May) at least 1,409,000 workers
must be added to the forces working on defense production in these
industries before the end of April 1942. That this i1s a substantial
force to recruit is apparent when it is realised that these indus-
tries employed 2,331,000 in April 1941. Indeed a substantially larger
numbar of new workers will be nesaded if account is taken of minor de-
fense items and secondary employment in industries which must supply
the raw materials for the implements of war.

Table 14 presents data indicating the impact of additionsl re-
guirements with respect to these principal defense industries.

TABLE 14— ADDITIONAL LABOR REQUIREMENTS IN PRINCIPAL DEFENSE INDUSTRIES

BY APRIL, 19k2
- Total | puiising | Atrerart EEEZE:E- Other
(Thousand Employees)

All Oroups 1,k08.5 323.9 Log. 4 291.6 38L.6
P:Ei;::i:i:iniif 91,2 32,4 32.7 14,6 11.5
Skilled 550. 8 155.5 1L7.0 113.7 134,6
Semi-skilled 539.0 7.2 167.4 119.6 180.8
Unskilled 227.5 Bl 8 61.3 L3.7 57.7

0f the men who must be added to the forces already engaged in
the production of these items, only 227 thousand will be unskilled
workers; the remaining 1,181 thousand must be professionally trained,
gkilled or semi-skilled. The labor force for sircreft calls for a
peak employment six or seven times predefense levels. It will hawve
to be made up of tens of thousands of persons who today have not yet
geen the interior of an airframe, engine or propeller plant. The
shipyards ten months hence will be fitting plates, caulking, and
riveting with a quarter of & million men who never before have been

engaged in the building of fighting eraft.
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These added workmen must find their way into the defense plents
and shi s of New England (127 thousand), of the Middle Atlantic
States (362 thousand), of the East North Central States (320 thousand),
of the North Pacifie ES‘T thousand) and the South Pacific (Li2
thousand). There must be 56 thousand draftsman, 35 thousand en-
gineers, 65 thousand foremen, 37 thousand grinder operators, 156
thousand machiniste, 36 thousand sheet metal workers, 27 thousand
tool and die makers, 9 thousand barrel riflers and straightemers, and
8o on down the list of skilled men — men who do not exist in the
ranks of the unemployed. The distribution of these additional re-
quirements by skills for reglons is given in Table 15. For sll grada-
tione of skill the Middle Atlantic and East North Central States will
bear the brunt of the additiomal requirements. (See Table 15)

This demend for 1,409 thousand additional workere will not absorb
all our unemployed. But there will be shortages of various types of
gkilled labor. It is not easy to show statistically how far such
shorteges may cause defense bottlenecks. Various expedients may be
employed: up-grading of workers; in-training as an aid to up-grading;
a more minute "division of labor"; other process changes designed to
adapt the process to the available supply of labor; longer hours; the
use of older workers. The extent to which labor shortages can be
avoided depends in large part on the ingenuity of menagement.

TABLE 15 - DEFENSE LABOR REQUIMENENTS IN FRINOIFAL GEOGRAFHICAL REGIONE -

| Eaat | Weat East | West

Gosupational Total Mew | Midals | Nerth Herth South th | Bouth Moun-| Narth Bouth

Greap U. 8. | Ergland | Atlantls|Central | Central|Atlastic|Central|Central | tals |Fasifioc | Pasific

P sand Esployees]

TOTAL 1,408.6 1268 | 361.7 yig.8 127.9 | 130.2 | 645 ( 65.3 | 127 | 57.8 | 182.3
FPraf L 1 &
Bub Profsasional 51.2 5.5 19.7 18.2 7.3 9.7 3.3 5.8 0.8 5.3 1z.8
Bkiiled eso.8 | sz | 1vme | name | wes | sha| s | s | Mg | 2.4 | .3
Beml-akilled 539.1 8.5 1h5.5 11%.7 B4, 5 1.5 5.7 23.0 LY 16.0 | 5.7
Unakilled 227.5 .6 | 515 TR 9.9 g2.5 | 10.1 10.8 g0 | w7 | 27
* Prelisinary sstisstes, Bureas of Laber Statlstios, May 20, 158L.

INDUSTRIAL DEFENSE HOUSING

The great expansion in employment in defense industries will not
only exhaust the resident labor supply in many localities, but will
increasingly require migration of a large mmber of workers into these
communities. This migration is already taking place in many localities
and as defense production is speeded up with its relatively great geo—
graphical concentration, the exhaustion of resident labor supply will
more and more require moving laborers into the necessary communities.
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Detailed field studies of 102 areas, prepared largely by the Bureau of
Employment Security, indicate that defense industries in those com-
mmities expect to add nearly 1,300 thousand workera to their pay rolls

during 1941 on the basis of contracts at the time of the survey. It is
egtimated that about 30 percent, almost 400 thousand, will need to be
imported from commmities outside of a practicable commuting area.

(n the assumption that totel employment in defense genters

will have

increased by two and one-half million between December 1940 and June
1942, a total of 750 thousand defense workers must move their residence
to the defense centers. About half of these migrants will be married

and have families.

TABLE 16 - DEMAND AND SUPPLY FACTORS FOR HOUSIKG
IN SELECTED DEFENSE AREAS

Estimated
WFumber Feriod
Estimated of Workers Covered -
Area Ingrease in Baquired by Labor
Baployment | from Cutside Estimates
Defenee Area | (12 Mo, Ended)
Los Angeles, Calif. 11k,000 53,000 March 1, 192
Detroit, Mich. 105, 000 56,000 Jan, 1, 1942
Fhiladelphia, Pa, 51,000 26,000 Jan, 1, 19k2
San Francisco, Calif, 33,830 11,000 March 1, 1942
Dallas-Ft, Worth, Texas 27,000 17,000 Dec. 31, 1942 a°
Seattle, Wash, 22,000 9,000 Jan, 1, 19 A
Dayton, Ohio 15,120 7,500 Jan. 1, 1942
Bridgeport, Conn, 12,500 L, 000 Jan, 1, 1942
Hartford, Conn, 12,000 3,600 Jan, 1, 19L2
Canton-Alliance, Ohio 11,400 3,600 Feb, 1, 19L2
Total for 10 Areas ko3, 850 150,700
Total 92 Other De-
fense Arems g9l, 800 200, 700
GRAND TOTAL 102 Se-
lected Defense Areas | 1,298,650 391,400

a 18 months.

Wote: This does not include employment increases subsequent to the
Bureau of Employment Security surveys, notably those in the

Detroit area.
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In addition to the large scale migration resulting from increased
defense production in these commmities, additional housing demand will
be created through the natural forces of population growth, smaller
families, and undoubling of families from improved income; thus, only
a portion of the existing supply of vacent houses and of the supply of
houses coming on the market through new private comstruction are avell-
able to meet the requirements of the new defense workers.

The census of housing showed for April 1940, before the initiation
of the defense program, that 4.7 percent of all dwelling units in the
140 metropolitan areas in the United States were vacant. GSince the
date of the housing census, vacancies have fallen sharply in the in-
dustrial eities most directly affected by the defense program. In Tl
urban areas, which were affected by defense orders, the vacancy rate
was already low in the spring of 1940 and fell from 2.8 percent to 2.1
percent in the early months of 1941—before the full anticipated in-
crease in employment wae effective.

The declining level of wacancles was accompanied by some increase
in the level of residentisl rents although this increase has been re-
latively small to date over the country as a whole. The small number
of cities most directly affected, however, are distinct excepticns.

In some localities, mainly the smaller places, very large rent in-
creases have occourred.

TABLE 17 - RESIDENTIAL VACANCY IN 71 DEFENSE
INDUSTRIAL CITIES OR AREAS

Percent of All Fumber of Cities or Areas
Yanmily Dwelling with Indicated Vacancy

Yo Tacunt spr. 19% ey 1901
Under 1.0 3 1
1.0 - 1,b 5 20
1.5 - 1.9 7 13
2.0 - 2,b 16 12
2.5 - 2.9 8 9

3.0 - 3.9 13

Lo - k9 5 6
5.0 and over 14 3
TOTAL T n

AUGUST 1, 194] CONFIDENTIAL ~--- 79



NUMBER 50 CONFIDENTIAL ---

BO

New reaidential construction during the first year of the de-
fense program has been proceding at a more rapid rate than at any
time since 1928.

During fiscal year 1941, privately financed residential con-
struction totaled 508 thousand units in nonfarm areas compared to
426 thousand in fiscel year 1940, according to preliminary figures
from the Bureau of Labor Statistics. Exact data are not aveilable
as to how much of this construction ccecurred in defense areas and
mich of it was in higher price ranges than defense workers could
afford, ut insofer as it ccourred in defense areas the general
housing situation was benefitted.

About 400 thousand dwelling units, including the publiely
financed units, were constructed in defense areas.

Direct public construction of defense housing has been under-
taken in defense aress whers the housing need is purely temporary,
where the families regquiring housing cannct afford to live in new
private construction, and to some extent in aress where private
enterprise cannot produce the needed volume of housing in a
gufficiently short time.

As of the end of June 1941, out of the public funds made
available especially for defense housing, allocations had been made
for 59 thousand dwelling units for industrial workers and 37,500
units were under construction with 6,600 units completed. In
addition to these permanent units, allocations have been made for
4,100 trailers of which 1,200 are completed and 8,900 units for
single persons of which 3,100 have been completed.

In addition to housing for industrial workers, public defense
housing has been provided for married enlisted men and civilian em-
ployees of the Army and Nevy. Altogether 38,300 units have been
allocated for these families and 10,900 unitg completed by the end
of June.

The full impact of the defemse program upon the housing situ-
ation cannot yet be seen in detail since helf of the industriasl
facilities to be added under the defense program have not been
planned or located and a considerable portion of the defense orders
are yot to be placed.

For the fiecal year 1942 it is estimated by the Defense
Housing Coordinator that the requirements for additional family
dwelling units in defense areas will total 525 thousand family
d!ollm:miﬂnfnhinhnpprmtnlrlzi thousand will need to be

supplied from publiec funds.
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TRANSPORTATION AND POWER

The defense program has placed & larger and growing burden on our
basic utilities, and especially on our transportation and electric
power facilities. Since the latter part of 1940, limited overseas
shipping capacity was & restrictive factor on defense aid to Britain.
Want of overseas shipping facilities during fiseal 1942 may aggravate
our raw material problems. Railroad and pipeline facilities will prob-
ably not be adequate to meet both military and ecivilian requirements,
and an electric power shortage is in prospect next December.

Overs Shi

By far the most crucial phase of the transportation gltuation
today is that of overseas shipping. Total merchant tonnage of vessels
available to Britsin, the United States, and other countries, not in-
cluding tonnage under Axis control, is probably between 25 and 30 mil-
lion tons. As of Jume 30, 1941, 6.9 million tons were under United
States registry.

A satisfactory current reguirements estimate ie not available, but
there is a substantial current shortage. During the nine months ended
June 30, 1941, vessels clearing American ports averaged 3.7 million
tons per month as compared to 4.0 million tons during the third quarter
of 1940. Last winter the tonnage of vessels passing through the
Panama Canal was substantially below that of the preceding year. For
Mey 1941, the margin was only slightly below that for May 1940.

This situation has been met in part by diversions of shipping from
coastwise routes and other improvements in routing, and in part by an
informal system of shipping priorities. Our overseas dry-cargo ex-
porte during June 1941, is estimated at about 28 percent lese than the
average during the three months, July - September 1940.

(ur merchant ship construction program wes described above in
Chapter 2. It is estimated that total replacementa of merchant ton-
nage available to Great Britain, United States, and other non-Axis
nations will not equal current shipping losses until eerly in 1942.
Meanwhile, our production of munitions and defense equipment and
materials is scheduled to increese rapidly during the coming months.
This will involve an increased demand for overseas shipping. The
merchant vessel shortage is destined to become more acute before it
can get better.

Railroads

The strategic importance of our railroad transportaticn system to
the defense program was demonstrated in 1917 when the railroad com-
gestion threatened to tie up our entire eccnomy. A major factor at
that time was the use-——or rather mis-use of freight cars ae a sub-
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atitute for warehouses.

Many changes have taken place in our transportation system since
World Wer I. Among them are the development of competing types of
carriers, particularly automotive wehicles, and a great improvement
in the slloeation and routing of freight cars through the Car Service
Divieion of the American Association of Railroads.

Nonetheless, various parts off cur railroad system which re-
quired attention in 1917-12 may need attention again--the capacity of
coagtal terminals for trans-shipment to water carriers, the capacity
of freight classification yards, aggregate locomotive tractor affort,
freight car capacity.

The problem of freight car capacity is discussed here. Table 18
outlines the freight car situation on July 1, 1941, for Claess One
railroads and the changes in that situation during the preceding year

The 1,661 thousand cars on July 1, 1941, represented a net increase
of 1 percent during the fiscal year 1941. However, serviceable cars
increased nearly & percent, for there was a substantial decline in
bad order equipment.

The number of freight ears on order on July 1, 1941, was substan-
tially larger than total installations during the preceding year. It
was sbout five times what it had been 12 months earlier. Box cars and
open top (gondola and hopper) cars together make up about 95 percent
all Class 1 freight cars. New orders will add especially to the supply

TABLE 18 - FREIGHT CAES CLASS 1 BAILROADS, FISCAL YEAR 1941

A1l
Box Cars Gondolas Freight
Cars

(Thousand Cars)

On hand July 1, 1940 701.7 785.4 1,644.9
Serviceable 1,492,2
Bad Order 152.7

Installations ¥, Y. 1911 15,8 EE.E ' 65.1

Retirements T, Y, 15l1 26.7 14,3 k9,1

On hand July 1, 1941 T10.8 Ta7.0 1,660,
Serviceable 1,575.
Bad Order B5.3

On order July 1, 1941 59.8 28,0 92.6
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of box cars. The test of the adequacy of our freight car supply will
come next fall during the traffic peak. By October 1 we may have an
inerease of 10 to 15 thousand in our stock of serviceable cars, making

a total of 1,585,000 to 1,590,000.

It is estimated thet during the fall traffic peak, carloadings
will run at the rate of 970 thousand per week, and that a total of
some 1,590 thousand freight cars will be needed. This requirement es-
timate assumes & minimum idle surplus of 60 thousand cars and a utill-
zgation ratio of 10 cars newly loaded for 16.4 active cars. This would
involve equalling the previously best recorded ratio, (10 carloadings
to 16.4 active cars)in the fall of 1939. Clearly a tight situation is

in prospect.

0il Transportation

The diversion of 50 tankers for the British shuttle service,
the gradual transfer of tankers to foreign registry, the requisi-
tion by the Mavy of 12 new tankers have combined to create a short-
age of fmollitiss for transporting petroleum to the East Coast. In
Table 19 will be found estimated consumption of refined petroleum

TABLE 19 - PETROLEUM PRODUCTS: EAST COAST REQUIREMENTS
FISCAL YEARS 1941 AND 1942

(Millions of Barrels)

East Coast
Fiscal Fiscal
1941 & 1942
Total 518 562
Motor Fuel 222 237
Fuel 011 238 263
Other Producte 58 62

& American Petroleum Fact Finding Report of May 13, 1941.
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products in fiscal 1941 compared to the estimated requirements in
fiscal 1942 for the East Coast States if no curtailment other than
new oar production is anticipated. It is estimated that this area
will consume 562 million barrels of petrolsum products.

In past years, 96 percent of these products wers brought into
the area by water in tankers prineipally.

The supply situation may be briefly summarized as follows:

TABLE 20 - SUPFLY OF PETROLEUM PRODUCTS, EAST COAST
FISCAL YEAR 1942

(Millions of Barrels)

Can be imported via water 427
Can be imported via rail &5
Can be imported via pipeline 2 28
Total new supply 520
Stocks on hamd, July 1, 1941 59
Total Supply 579

2 Includes Pennsylvania crude

If total new supply reaches 520 million bble., as sstimated,
there will be a deficit of 42 million bbla. The deficit is near-
1y as large as total stocks on July 1, 1941. The transportation
bottlensck is likely to involve an especially severe shortage in
the case of fuel oll.

It is possible that transport facilities will be unable
to earry 520 million bbls. The rall transport estimate assumes
that the 19,000 surplus tank cars reported by the American Assoc-
iation of Railroads are all in good condition and operate con-
timiously beginning August 1, 1941. On the other hand, the new
tankers now under constructlion have not been included. If made
avallable to Gulf East Coast shipping, they would permit the
carrying of 36 million barrels in fiscal 1942. It is doubtful
whether these tankers will be placed in this service. Indeed,
there is a possibility of still further diversion of tankers to
the British shuttle service.
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Increases in pipeline capacity which will come into
operation during fiscal 1942 have been included, such as South-
eastern pipeline, Plantationm, etc., but variously contemplated
lines from Texas or Oklahoma to the East Coast have not been in-
cluded. They cannot be completed in time to help materially
during fiscal year 1942.

; The substitution of rail for water transportation will in-
crease costs. According to recent estimates, the cost of trads-
porting erude oil by rail to New York is $2.37 per barrel as

compared with 67.5 cents by pipeline and with 53 cents by tanker.

Electric Power

In 1917-1912 electrification of American industry had not gone
far enough to make electric power a central defense problem, although
serious local difficulties were developing at the time of the
Armistice. Today the provision of adequate electric ppower is of
crucial importance to defense.

Total United States generating capacity has grown steadily in
recent years. Total dependable capacity on December 31 for the
last two years and estimated capacity as of the end of 1941 are as
follows:

Million KW
1939 30.5
1940 34.0
1941 37.2

Compared with the estimated dependable capacity at the end of
1941 of 37.2 million kw, the estimated powsr requirements are 33.9
million kw. The excess of capaclty over requirements, 3.3 million
kw, is about 1 million kw less than the capacity estimated to be
needed as minimum reserves., Proportionately, the infringement
upon reserves is more serious in certain sections of the country,
particularly in the eastern arees. For the calendar year 1942,
despite substantial increases in capacity, preliminary forecasts of
power requirements indicate infringement upon reserves more serious
than at the end of 1941 and sufficient to threaten temporary power
shortages over large portlicns of the country.

At the present time detailed plans ars being developed for
assuring an adequate defense power supply during this critical
period. In addition to installing additional generating capacity
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up to the limit of manufacturars' ability to furnish eguipment,
extensive transmission intercomnnections are under way and planned
which will enable load requirements to be spread more uniformly
over the available generating capacity and will permit pooling of
reserve capaclity and hence lessen the service hazards from using
reserve capaclty for regular operation. Additional power gener—
ating facilities are being planned at locations suitable for
dafense and where the facilities will be valuabls assets in the
future economy of each section of the country.

PROCUREMENT PROCEDURES

The defense program placed a sudden and heavy load upon the pro-
curement system of the United States. Normally, the task of procure-
ment is twofold: (1) to obtain goods and services when and as re-
gquired by the Government; and (2) to obtain these goods and services
at the lowest price possible and to ensure that the price is still
high enough to give the seller adequate incentive fully to meet his
obligations under the contract. This price, however, should not be
go low as to be unfair to the seller or to cause him to be unfair in
his contracts with others. In normal times and for nondefense agencies
there is less pressure for haste and hence more attention may be given
to obtaining the lowest feasible price. Under the exigencies of the
present emergency where speed is essentisl there i1s always the danger
present that disorderly buying may become prevalent.

In this comnection, & comparison of the experlence under the
defense program during the past year with conditions during the firat
nine months following our entry into World War I reveals an out—
gtanding contrast. The former period was marked by extremely dis-
orderly buying, whereas, buying during the past year has on the whole
been much more orderly.

During World War I, there were numercus instances in which con-
tracting officers representing different units, the Army, the Navy,
our Allies, or even contracting officers in the same department of
our Government, bid against each other for a supply which was inade-
quate to meet the total war demand. There were many instances,too,
in which one branch of the service was short and another held an un-
necesgarily large inventory.

If the record of defense efforts during the past nine months
has from time to time been marred by disorderliness in buying, none-
theless, by compariscn with the first nine months of our participation
in World War I, buying in the more recent perlod hes been fairly orderly.
There have been important developments in the forward planning of procure-
ment, in the careful timing and placing of contracts,and in the coordina-
tion of buying by different contracting officers.
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Three steps in the direction of forward procurement may be singled
out for mention here: one of these is the development of a billion
dollar stockpile program. Under this we are sccumulating stocks of
strategic and critical materials, materials for which demand is greatly
increased by the defemse program or for which war conditione threaten
a serious curtailment of supply. It is thus & form of price insurance. !

A second step in the direction of forward procurement plamning
involves the better timing and placing of purchases of finished goods,
goods for which there are both defense requirements and civilian uses.
This type of forward planning is illustrated by a supplemental ap-
propriation for the War Department for 1941 amounting to $175 million,B
for the accumuletion of inventories of clothing and other quartermaster
items to make possible the timing and placing of purchases so as to
cbtain the most favorable market conditions. Under this fund, invita-
tione to bid were issued for 900,000 overcoats; 400,000 mackinaws, a
million and a half serge coats, and more than two million and a half
pairs of wool trousers for production during the slack season.

A less spectacular tut perhaps more significant step has been the
development during a period in which markets have not been very tight,
of a reserve group of contractors who are familier with Government
purchasing practices and to whom the Government can lock for additiocnal
supplies. Various devices have been used to develop this reserve group
of contractors. Bid invitaticns have called for bids F.0.B. mill.

Bid invitations of the split-bid type have been issued. The setting of
a maximum £ contract per bidder spresds the work among a number of

contractors. Variations in specificationB have been permitted different
contractors. The requirement to use domestic materials has in some in-
ptances been relaxed, and outright persuasion has been rescrted to. The

development of & reserve group of contracters does not, in general,
mean lower prices. It is rather a form of price insurance. A further
factor which has contributed to the greater orderliness in buying has
been up until recently, the easier market conditioms prevailing. In

& vital pense, the test of procurement metheds still lies mhead.

& The stockpile program is discussed in greater detsil earlier in the
chapter.

b approved February 14, 1941.

2 A minimum is commonly set also.
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A second ocontrast betwesn procuresent methods during World War I
and during the past year has to do with the type of seller from whom
the Oovernment buys. During the recent experience the prime contractor
bas, as a rule, besn a producer rather than a middleman. m;lm-ﬂ:
shift from indirect buying to direct buying which has taken ®
mhﬂwﬂ,mdﬂt,ﬂﬁmm'hmﬂmﬁnﬂﬂm
distributive system. It is associated partly too with changes in the
relative importance of the various types of articles to be purchased

Irpes of Copiragta.
Present procursment methods share with those employed during

World War I an axtensive resort to negotiated contracts. Thepa con-
trast with the types of contracts in vogue before July 1940. In
October 1941, the NDAC announced a gemeral prooursment policy. The
NDAC policy smphasised a varisty of objeotives, among which accurate
conformity of the required commodity or service to specifications and
epeed of procursment received special emphasis. After recognizing
that the advantages of the several methods of drawing contracts vary
with the circumstances, this announcement made it olear that where
negotiation better served the defenss cbjectives than cpen competitive

bidding, negotiation should be employed.

Reccurse to nagotiated oontracts may be in affect required by
oircumstances wider ocertain conditicns. Thus if the mumbar of sellars
is very small or uniferm quotations exist, ccmpetitive bidding may be
highly undesirable in that the price may be much higher than if the
contract were nagotiated.

A seoond major oondition which makes negotiated ocomtracte
desirable 18 to be found in cases where the artiocle purchased smbodies
a military seoret. It is clsar that the production of much articles
must be confined to a very small number of producers and that, cnoe
military information has been entrusted to a manufactursr, other
pamufacturers not similarly in the Government's oconfidence cannot
compete with this manufacturer ocn an sven basin.

A third ocondition whioch makes negotiation desirable im to be
found in occnneotion with the demand for warious ordoance, chamioal
warfars, and other items for which total demand over a long period of
years has besn practioally serc. When defenss preparsdness demand is
introduced into such & situation through "educaticmal® orders, a
partiocular manufacturer must clsarly be singled ocut to bes sducated,
and the terms under which he operates subsequently olsarly oall for
neagotiation.

When Government demand for an artiocls is so large as to represent
a substantial frastion of industrial capacity, or, in scme instances,
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as to equal or exceed that capacity, the poseibilities for open com-
petitive bidding are somewhat limited. A part of the Government's
requirement may be met through cpen competitive bidding, provided all
the Government's requirements do not become known too sarly in the
process. But, as capacity is approached, resort to negotiated con-
tracts becomes essential. A special aspect of this case arises when
the Government has given capital assistance to one or more suppliers.

Thus far, negotiated contracts have been most characteristie in
fields of the defense program which illustrate these four cages, vis:
the plane program, the ship-construction program, the ordnance program,
and the purchase of real estate.

Competitive bldding has been used for such items as clothing, shoes,
blankets, and other equipment readily produced by ordinary facilities.

The distribution of the Army defense contracts by major types 5
as of March 1, 1941, is shown in the accompanying table.2

Percent of
Iype of Contract Value of All
Contract Awardpf
Open competitive bidding—lump sum or fixed price 31
Negotiated—lump sum 35
Negotiated—cost plus fixed fee 34

& Doee not include project orders which it 1s estimated account
for 14 percent of the value of all production on order.

As of March 1, 1941, 66 percent of the value of all Army contract
awards represented negotiated contracts.

° The proportion of contracts let muord:ing to these types 1s very
different for the Navy. The following were reported as of June for
the hulls and machinery of combat vessels:

Percent of

Iype of Coptract Value of All
Contract Awards®

Negotiated--adjusted price (escalator) 75
Negotiated——cost plus fixed fee 24,
Negotiated--lump sum 1l

& Project orders are not included. Competitive bildding is used
extensively for procurement of other types of equipment.
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It has usually been assumed that the most favorable prices are
obtained for the Covernment through the use of open competitive bidding.
There has been conslderable evidence of bidder collusion in the last
several years which has defeated the alleged advantage of this type of
contract.

On the other hand, negotiated contracts, ss well as open com-
petitive bidding and open-merket purchases, ordinarily involve com-
petition emong sellers, when this is feasible. Thms, an Army purchase
5f an article, for the manufacture of which several fmcilities have
been allocated, may be made only after conference with all of the
allocated facilities. Open competitive bidding is neither .the only
possible competitive device for Government procurament, nor a prooure-
ment device that is certain to avoid monopolistie price.

Open competitive bidding and eontract negotistion are thus not
sharply opposed alternatives. Negotistion iz also frequently found
in connection with contracts fixed by competitive bidding. Thus
negotiation may be needed to insure a friendly bidder. Moreover,
whenever in connectlon with a contract it becomes necessary, sub-
sequent to the award, to mske a change in specifications, the change
is necessarily s subject of contract megotiation.

In the case of split bidding, all bide below a price considered
reascnable may be accepted, and the balance of the required quantity
may be -negotiated for. Or, where a long list of items is included
in a single bid invitation, some items may be negotiated for. Or
price differentials for extras may be fixed after negotiation but
before inviting bids. The possibility of recourse to negotintion in
whole or in part makes competitive bidding work better.

Planning by the Army prior to the emergency had led to the
allocation of many industrial facilities for the production of
specialized defense requirements. Although plans were not laid for
& program of the magnitude of the one authorized, and hence the
allocated facilities were not sufficiently large to meet the require-
ments, the prompt making of part of the contracts, especially for
ordnence items, was aided by these sllocaticns. It has been reported
that the "Ordnance Department” has placed 85 percent of its orders
for small arms, artillery, and ammunition components with industrial
concerns already familisr with its problems.

Price Differentiation

Fresent emergency procurement methods are distinguished by the
far greater use of price differentiation than in World War I. Part-
ly as a means of justification of emergemcy prices higher than those
prevailing in the preemergency period, a practice developed during
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VWorld War I has become somewhat general — the practice under which
certain special cost elements are more or less peparated from the
price proper. Thus, special provisions have been made for the
finaneing of necessary plants and equipment in fields where it is
unlikely that there will be a continuing demand for the producte of
such plantes and equipment beyond the duration of the emergemcy. The
five-year amortization provision is open not only to prime contractors
but also to all other producers at other stages of production. Costs
incident to great speed (such as overtime pay, special bonuses for
prompt performance, etc.) have similarly been more or lesa dis-
tinguished from what may be culled the price proper in various con-
tracts. Another segregation of cost elements from the price proper
is found in provision for termination of the contract when the
Government so elects and for a fair and just settlement in the event
of such termination. The net effect of all of these is to expand

the use of price differentiation in contracts.

PREFERENCE RATINGS AND PRIORITY ALLOCATIONS

Under normal circumstances, military reguirements do not impose
any strain upon the ability of industry to produce and deliver the re-
gquirements as provided for in the contracts. Such production can be
handled without any large-scale displecement of orders for civilian
purposss., But the urgency and continual expansion of the defense
program make undesirable any reliance upon normal procedures to in-
sure the deliveries as scheduled. More direct control is needed.
This is furnished by the System of Priorities.

Deliveries may be held up for at least two reasons: (1) prior
dates of deliveriles scheduled by civilian and/or other military com-
tracts, and (2) shortuges of materials and equipment. Accordingly,
two major types of control are needed to insure that production of the
defense requirements is completed on time: (1) time control, i.e.,
control designed to prevent any delay in delivery because of the prior
exlstence of civilian and/or less urgent military contracts. This
type may be necessary even where the supplies are adequate both for
defense and nondefense requirements. Where, however, the supplies of
particular commodities are insufficient to meet all requirements, then,
in order to insure that the military requirement shall be met, even if
at the expense of nondefense demand, a further control ie necessary;
(2) quantity control, i.e., control over the allocation of avallable
supplies to various uses.
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Corresponding to these two types of control are the two major
techniques used in the Priorities System. These two techniques are:
(1) the preference rating, and (2) control of supply. Each of these
techniques has a number of varianta. The preference rating is in the
main granted to an individual order and its purpose 1s to provide for
the delivery on the contract as scheduled even if this inwolves dis-
placing contracts with earlier delivery dates but with lower or no
preference ratings. The allocation of supply 1s set up in order to
insure that avallable supplies of specific commoditlies shall be used
firet for defense purposes and them if at all, for nondefense purposes.

The system of priorities began in June 1940 as a system solely of
preference ratings, but as the size of the program expanded, shortages
of raw materisls, tools, etc., began to loom up and conseguently in
February 1941 the allocation of raw materials was undertaken, first
with a few commodities and then on & wider basis.

The Preference Rating

l. The Priorities C ttee of the and Havy Munitiéns Board.
On June 28, 1940, Publie 671, "An Act to Expedite Natlonal Defense"
was enacted. Section 2-A of this Act provided that all Naval con-
tracts and orders and all Army contracts and orders, shall, at the
discretion of the President, take priority over all deliveries for
private account or for export. It is to be noted that compulsion
could, under this section, be used only with respect to Army and
Navy contracts.

The Priorities Committee of the Army and Navy Munitions Board,
which had been appointed in June 1940 was assigned the task of organ-
izing the system of granting preference ratings to Army and Navy con-
tracts. In the furtherance of this task an "Automatic Directive" was

ted August 12, 1940. The directive classified military ob-
jectives in order of their importance and urgency. The classifica-
tions ranged from AA, A-1, A-c.....A-10, and similarly for B and
other letters if required.®

On the basis of this directive, procurement officers in the field
could "automatically" apply preference ratings and extensiona thereof
to all contracts for items on & list known as the Priorities Critical
Iist. This list of some 200 items had been prepared by the Army and
Navy Munitions Board a little earlier and was restricted to primary
military items. This list at first was not published. At the same
time, preference ratings could be extended from the prime contract to
related subcontracts by the purchasing officers in the fleld.

In late August or early September this system of priorities was
put into use. There is very little information available on the ex-
tent to which the system was used by the Army and Navy for the period
from September 1940 to the middle of February 1941. The best estl-
mates indicate that preference ratings were extended to more than

& The significance of each rating is shown in Table A in the Appendix.
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50,000 industrial contracts in this initial period. The system en-
countered difficulty in that most of the preference ratings given wers
A-l. As & result of this plling up of ratings in the A-1 classifica-
tion, it was found necessary on November 28, 1940, to break down the
A-1 classification into the following subclassificatlions:

A-l-8, d=1-b, cscss A== B

Beginning with the week ending February 22, statistics are awvail-
able showing the mmber of preference ratings issued by weeks and the
ratings assigned to each one. As seen from Appendix Table C, from
February 22 to the week erding Jume 28, 1941, 289,166 preference
ratings wers issued by the Army and Navy Procurement Qfflcers. Of
these, B0 percent were concentrated in the three groups, A-1-b, A-l-¢,
and A-1-d. This heavy concentration in these subgroups would make
it appear doubtful whether the system is really functioning well.
Then too many orders are marked "rush"™ the results arsa the same &8
when ordera are pot msarked "rush" at all.

2. Administrator of Priorities and the Priorities Board. On Octo-
ber 21, 1940, & Prioritiss Board and an Administrator of Priorities
were established by the Council of National Defense and authorized by
the President under authority of Sectlon 2-A of the Act of June 28,
1940. The Board's function was to lay down regulations with regard to
prioritiss, subject to the approval of the President. The Adminis-
trator was to enforce these regulatlions.

The Office of the Administrator of Priorities operated in &
limited fisld. Since Army and Navy defense orders for items on the
Priorities Critical List could have preference ratings automatically
applisd to them by the procurement officers in the field, the problems
that would arise in connection with the granting of priorities would
be those that concerned items not on the Critical List or agencles other
than the Army and the Navy. The Office of the Administrator of Priori-
ties consequently received applications from industrial concerns and
all branches of the Government other than the military for preference
ratings. A separate application for a preference rating was required
for each purchase order on which the applicant wished a rating. Om
October 23, 1940, a Commercial Aireraft Priority Committee was ap-
pointed by the Priorities Board to handle the problems within that
field, and on October 30, & Machine Tool Priority Committee was appoint-
ed to handle the probleme in the machine-tool field.

b gee Table B in Appendix for the significance of these subclassifi-
cations.
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Thus, the Priorities Board supplemented the funotiocnse of the
Priorities Committee of the Army and Navy Munitions Board which com-
tinued to grant automatic ratings on contracts for the Army and Navy
for items on the critical list.

3. of . On January 7, 1941, the Office of
Production Management was established and with it was established a
Director of Priorities. In addition, there was also set up a Board of
Priorities to serve as an advisory body. On February 17, 1941, a work-
ing arrangement between the Priorities Committees of the Army and Navy
Munitions Board and the Priorities Division of the Office of Produc-
tion Management was published. The principal points were the follow-
ing:

(1) Army snd Navy Munitions Board to determine priority
ratings on all items on "Critical List." Expansion of
this 1ist to be agreed upon by both.

(2) Army and Navy Munitions Board to extend priority rat-
ings down to first subcontractor.

(3) Allu:cmt.iun of raw materials to be within jurisdiction
of the Priorities Division of tha Office of Production

Management.

(4) All certificates granting preference ratings to bear
the signature of Director of the Priorities Divislom.

On March 17 the first Administrative Order of the Director of
Priorities issued provided formal authorization for the handling of
priorities for items on the Priorities Critical List by the Army and
Navy Munitions Board for specified classes of contracts, and vall-
dated previcus priorities orders and acticns.

The major changes in this formal set-up over the previous one
were as follows: (1) The Priorities Critiecal List was published for
the firet time and was to be revised and published on & monthly basis.
(2) The Priorities Critical List was expanded to include commodities
subject to allocation orders. The Prierities Critical List as of
June 1, 1941, contained uver 300 items. (3) In case of conflict
between the allocation ordere and preference ratings granted to in-
dividual contracts, the allocation orders were to take precedence.

(4) The Army and Navy Munitions Board was again given jurisdiction
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over all extensions beyond the first subcontract.® (5) The Army and
Havy Munitions Board was to aselgn preference ratings on & nonmanda-
tory baeie to the price contracts of certain foreign governments and
for subcontracts.

The individual Contract Preference Rating System is now as follows:

The Army and Navy Munitions Board may issue rat-
inge "automatically" for items on the Critical Liet.D

The varlous ¢lasses of contracts handled by the
drmy and Navy Munitions Board on an automatic basis are:
(1) Army and Navy contracts; (2) contracts of various
Government agencies such as Maritime Commission, Coast
Guard, Coast and Geodetic Survey, Panama Canal, and
National Advisory Committee on Aeromautics; and (3)
contracts for forelgn governments such as Great Britain
and Canada, which are deemed to be necessary to0 the de-
iun:a of the United States as determined by the Presi-
ant.

The Priorities Divislon lssues individual preference ratings after
speclal application has been made and approved. It determines prefer-
ence ratings for those items, including civilian items and military
items, which do not appear on the Priorities Critical List, Such
preference ratings cannot be extended automatically. Such extensions
are treated as new applicatione.

B previcus to esteblishment of the Priorities Division of Office of
Production Management, the Army and Navy Munitions Board had extended
priority ratings below the first subcontract, but it'was felt that
not sufficient care had been exercised inm granting such extensions.
Hence, the attempt waes made to control further extensions by de-
priving them of their automatic character. The attempt did not suc-
ceed because it was difficult to control the field officers.

D prior to May 1, 1941, the iteme on the Critical List were deemed to
include fabricated parts and accessories which were "designed to meet
military specifications, and as designed are not commercially useful
for eivilian purposes.” As of May 1, 1941, the limitation as to the
military character of parts and accessories was dropped.
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Up until May 31, 1941, mandatory power existed only for Army and

Navy contracts, otherwise the system operated on a voluntary basis.

An amendment on that date to the Act of July 28, 1940, extended the
mandatory feature to contracts for governments whose defense the Pres-
ident deems vital to the defense of the United States and to contracts
or orders, including subcontracts and subholders, which the President
deems necessary or appropriate to promote the defense of the United
States.

Appendix Table D shows the nunber and distribution of the indi-
vidual preference ratings issued by’both the Administrator and the
Director of Priorities. Up to January 1, 1940, 550 certificates had
been issued. From January 1, 1941, to June 28, 1941, 9,233 certifi-
cates had been issued. The concentration in the high ratings is not
as great as in the case of the Army and Navy Munitions Board ratings.
As compared with the 8Q percent concentration in the a-1-b—A-1-d
levels, the Priorities Division has issued 54 percent in the same
groupings. The smaller concentration in these classes is due to the
fact that the Prioritles Division is far more concerned with border-
line cases between defense and nondefense.

4. Limited Blanket Ratings. To simplify and speed up the grant-
ing of preference ratings other techniques are used where firms are
engaged primarily in defemse production. These are the limited
blanket ratings provided for by the so-called P-orders, which include
as a special case, the Defense Supplies Rating Plan. In additionm,
there was an earlier type called the Blanket Rating, not now used, and
the project letter which has only recently been discarded.

a. The P-Orders. F-orders are issued only to industries in
which the firms are engaged principally in defense work and which are
having troubls in obtaining certain well defined materials. P-orders
ere permissive in charseter in that they make available to firms in
a particular industry under fulfillment of certain conditions, a
blanket rating applied to a specified 1list of materials for defense
contraets. As of July 1, 1941, twelve P-orders have been issued and
inelude the following: ecrane builders, machine-tool makers, airframe
producers, aercengine and propeller manufacturers, firme producing any
commodities which may be used for defense purposes for sale "off-the-
shelf,” merchant shipbuilding, and freight car construction.2 As of
June 28, 1941, 358 preference ratings have been granted under these
P-orders. There have been complaints that the blanket order has been
used indisceriminately by the firms coming under it; alsc that it is
beinz used for items not specified, such as aspirin, books, ete.

E
Appendix Table E shows the P-orders, the effective dates, the
coverage, and the controls set-up.
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b. Defense Supplies Rating Plan. This plan is a procedure
whereby a firm can establish the proportion of ite business devoted
directly or indirectly to mational defense work. After the proportion
of defense work is established, and if it is substantial, a certifi-
cate is granted carrying an A-10 rating to apply to the defense pro-
portlon of the producer's purchase orders. Anyone may apply but, in
general, certificates are restricted to concerns mamifacturing small
items for of f-the-shelf distribution, which are important to the de-
fense program. They are granted for three months periods. As of
June 30, 1941, the applications of 65 firms had been approved, 25 more
were in process, fmuhadhmdiatrihhdto?ﬂﬂﬂm;lﬂthmmdh
15 thousand firms, it is estimated, are potentially eligible.2

Control of EEEII-

As long as individual preference ratings were applied to con-
tracte representing only part of the available supply and capacity of
an industry, the chief problem was to make certain that the deliveries
would be made as scheduled. Under such conditions there could be two
parta of the supply, "priority supply," and "free supply.” The free
supply could then be disposed of at the will of the supplier. But as
the volume of defense contracts grew, a further problem developed, viz.,
shortages in the available supply, so that both defense and nondefense

requirements could not be simultaneously met. But the system of
preference ratings was not fool-proof in making certain that defense
requirements would be met first. It takes time before the extensions
reach the lowest layers of subcontracts and consequently nondefense
contracts could thus have first claim upon the limited supply. In
addition, many contracts, although for defense purposes, could not
trace a direct connection with defense orders. Moreover, there was
no control of the remaining supply left after priority claims had
been met. And when this supply was too small, the fact that priority
claims had been met at any moment did not mean that all known defense
requirements had been satisfied, in any case where requirements had
not been fully translated into defense contracts.

The first steps taken in the direction of control of supply were
in late Jamuary and February and were not very stringent. The con-
trola were informal in character, being requests rather than orders.
The first items affected were machine tools, alumimm, and magnesium.

£ The method of granting ratings through project letters is mo longer
used but has been used in the case of certain important defense
projects, plant construction ete. As of June 28, 1941, 57 preference
ratings had been granted under the project letters.
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1. Allocation of Supply: ZIhe M and E-Orders. Beginning in March,
formal controls were set up. The most far-reaching type of control
used at first was the mandatory priority letter, which was later
superseded by the M and E types of General Preference Order. (The
initials denote Material and Equipment respectively) There had

been only one E order as of July 1, 1941, E-1, which directs that

no machine tool may be delivered unless the contract for the machine
tool carries a preference rating. Each M-order establishes control
over the distribution of the raw materials named in the order. This
pontrol veries frem a detailed allocation of the total supply, as in
the cese of neoprene, to the establishment of a minimum preference
rating for all defense contracts for such raw materials. Each order
provides that defense contracts must be filled first if necessary

and that other contracts will be filled, if at all, in accordance
with a standard set forth in each order. In effect, ratings equal to
or better than the minimum rating specified in the order are assigned
for all defense contracts and lower ratings are assigned to nll other
sontracts. In some cases, a system of gquantity allocatlon is also

eatablished.

A8 of July 1, 1941, thers have been 14 M-orders issued, while an
additional ope in preparation had not yet been issued.2 The commodi-
ties affected are given below:

Commodity r Numbar Date Effective
Aluninum M-1 3/
Magnesium M-2 ' 3/24/41
Tungsten ; M-3 3/26/41
Neoprene M-, 3/28/41
Nickel Bearing Steel N-5 . 4/10/41
Nickel N-6 5/15/41
Borax and Borie Acid M-7 6/ 9/41
Cork M-8 5/31/41
Copper -9 5/29/41
Polyvinyl Chloride N-10 6/ 9/41
Zine u-11 7/ /4
Tung 04l M-12 Fot Issued
Synthetic Rubber M-13 6/ 9/41
Tungsten in High Speed Steel M-14 6/11/41
Rubber M-15 7/ /41

In addition there are two milder forms of control: Gensral
Metala Order Mumber 1 and the Genaral Steel Preference Dellvery Order.

-}
~ Bee Appendix Table F for details.
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2. (Control of Inventories.

General Metals Order Mumber 1, issued on May 1, 1941, provided
for a mild inventory comtrol over sixteen (nmow fourteen) metals and
classes of metals. It provides that, in general, shipments of the
metals affected may not be made to customers in amounts which would
increase the customers' inventories to unnecessary levels. The

glxtesn are;

1. Antimony 9. Lead

2. Cadmium 10. Manganese or Splegeleisen

3. Chromium & 11. Mercury

o Dabl.ltb 12. Molybdemum

5. Copper= 13. HNonferrous Alloys, all typea

6. Ferro-Alloys, All Types l4. Tin

7. Iridium 15. Vanadium

8. Iron and Steel Products, 16. Also, secondary materials, or
including rolled, drawn scrap, containing any of
forgings, castings, and the metals listed herein or
plg iron. any metals otherwipe sub-

Jject to an allocation order
of the Director of Pri-
orities, prepared for sale
in order to recover the
metal content thereof.

3. Control of Deliveriea.

General Steel Prefersnce Delivery Order in effect on May 29,
1941, directs all producers to give preference to defense orders and
asks that anmy customer who feels he is subject to unreasonable delay
or whose order is refused by & producer file with the Priorities
Division a form setting forth the facts concerning this delay. The
Priorities Division will then take mction to bring about the delivery
of the material, if it is needed for defense.

The Appendix Table G shows the total mumber of commodities
subject to sme form of supply comtrol by the Priorities Divisionm,

£ Made subject on July 7, 1941 to allocation order M-18.
-} Made subject on May 29, 1941 to allocation order M-9.
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Civilian Allocation

The existence of shortages creates a twofold task: (1) safeguarding
the prior claime of the defense program to available supplies of mate-
rials; (2) the alloecation of residuasl supplies available for civilian
congumption after defense requirements have been met. Safeguarding the
clajms of the defense program is mainly a funection of the Divieion of
Priocrities of OPM. The allocation of supplies available for eciwvilian
use is a function of the 0ffice of Price Administration.and Civilian
Supply, created on April 11, 1941. This Office has four major responsi-
bilities: (1) To control prices to aveld profiteering end unwarranted
price rises; (2) to facllitate an adegquate supply of materials for
civilian use; (3) te distribute materials for ecivilisn use among various
induetries, firms and users; (4) to protect consumer interests.

Scarce materials are alloceted between different uses after con-
slderetion of: (1) the extent to which curtailment of the output of any
industry or firm will dislocete production and cause unemployment; (2)
the effect of curtailment on the satisfaction of consumer needs; and
(3) the effect of curtailment on the relative positions of firms in each
industry.

Three devices are used for civilian allocation. Firstly, programs
are formulated for the distribution among industries of the total supply
of & scarce material available for civilian use. A4s of July 1, 1941,
eight civilian allocetion programs had been issued. They concerned the
following commoditiea:

Date Issued Commodity
5/31/41 Copper
6/ 5/41 Cork

Pig-Iron, Ferro-Alloys, Stesl Ingots and Castings,
and all carbon and alloy steel producta

&/ 9/41 Borax and Borie Aecid

6/10/41 Materizl and Equipment necessary for construction
and repair of freight cars

6/22/41 Rubber and rubber products

7 Vi Materials used for meintenance and repair in 26
selected industries

7/ /41 Materials used for maintenance and repair in

canning industry

These programs issued by OPACS contain only a general statement of the
purpose of the allocation. Preference ratings for civilian use are
ageigned by OPM after consultation with OPACS. Usually, but not always,
eivilian uses are granted preference on a B level. Scme civilian alloca-
tion programs recommend that selected uses of materials be granted a pri-
ority. For instanece, repair parts to facilitate the maintenance of dur-
able goods in the hands of users have been recommended for the highest
eivilian preference rating.
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Impacts of Priorities

After a year's evolution and adaptation to new conditions which
aroge as the defense program grew, particularly in the last three
months, the system of priorities has developed a complex structure.

On the one hand, it assigns degrees of urgency to individual contracts
or producers by means of preference ratings; on the other hand, it
allocates the raw materials to wvarious uses in accordance with their
relative importance. Because of the very newness of this complex
structure of priorities, it is difficult to assess its impact upon

the economic system.

Certain problems, however, are beginning to emerge:

(1) The problem of enforcement. This problem in large part has
arisen out of mlsunderstanding and in part out of an attempt to get
around the rules and regulations of the Priorities System. To meet
this problem, a Compliance Section was set up recently (July 7, 1941).

(2) The problem of restricting civilian consumption. Defense
output has in the last year been an addition to the totsl wolume of
output, not a substitution for certain categories of output. The
shortage of rew materials, machine tools, etc., will no longer permit
this situation to continue. The coming year will see large shifts of
resources from the production of nondefense to defense output.
Consumers will be compelled to take large cuts in certain types of
consumption. How this can be done most eguitably is the problem con-
fronting the Civilian Allocation Section of the Office of Price
Administration and Civilian Supply.

(3) The problem of shifting lebor. As materials become less
available to nondefense production, labor may become displaced. This
displacement will result in a temporary period of unemployment. To
shorten this period of unemployment, steps are needed to shift labor
with the least possible delay from nondefense production to defense
production. The problem is most acute at present in the aluminum
ware industry where it is reported that at least 20 percent of the
workers are unemployed, 3 thousand out of 15 thousand., In other
industries, automobiles, electric refrigerators, etc., the problem
i= potential.

This problem of labor displacement is particularly significant
for the distributive trades. As the quantity of goods available
for consumption is restricted, the vast distributive system will
become affected j salesmer, advertisers, installment business, gaso-
line station attendants, etc.

(4) The problem of prices. The use of larger and larger
ampunts of commodities for defense purposes without parallel in-
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creases in the total supplies creates an upward pressure on prices.
Since consumer incomes are also rising, added pressure is created for

price rises.

These are problems which now confront the American people. They
are the inevitable result of the transfer of production from a non-
dafense to a defense basis. They should not, however, be productive
of mach hurt and suffering if integrated plans are developed to handle
them, If sclutions are delayed, these present—day questions may turn
into future major crisas.
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. Chapter 4
INTERNATIONAL ASPECTS

he measures taken to control the flow of goods and funds from and

into the United States are an integral part of our defense pro-

gram. They include steps taken to strengthen friendly countries
economically. They also include policles which make access to our
resources difficult if not impossible for unfriendly colmntries.

Six major steps taken thus far are the following:

(1) British purchases.

(2) Defense Aid. (Lend-Lease)

(3) Export Control.

(4) Freezing of funds of cowmtries regarded
as unfriendly or as under the control
of unfriendly countries.

(5) Defense Credits.

(&) Progrem of Commercial and Cultursl Relations
with Latin America.

In addition to these there is the stockplle program discussed above
in Chapter III.2

BRITISH PURCHASES

Both France and the British Empire made extensive purchases of
war material in the United States, the French on a larger initial
geale than the British. No exact information is available on the
extent and disposition of French purcheses. It does not appear, how-
ever, that large deliveries were made to Frence under these orders.
When France fell, the great bulk of unfilled orders were teken over
by the British.

British Empire countries have placed orders in the United States
through the facilities, or with the knowledge, of the British Pur-
chasing Missions, totaling ower 3.7 billion, inclusive of approxi-
mately $146 million direct capital aid to United States manufacturers.
Under this program of purchuses, over $2 billion had been disbursed
as of June 30, 1941.

& Sinee June 30, 1941, the policy of preclusive buying of defense
materials by the United States to prevent their shipment to the
Axis Powers, and preclusive selling of products in Latin
America which might otherwise come from Axis countries, have
become a definite part of the economic defense program.
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The major classes of commodities purchased by the British are:

(1) Aireraft Products

(2) Ordnance, including explosives,
ammunition, arms, and tanks

(3) Iron and Steel Products

(4) Machine Tools

(5) Merchant Ships

Such orders have, when necessary, been given a priority status.
Under these they may have the same urgency ae orders placed by the
Army and Mavy. Preference ratings have been extended to British
orders since December, 1940.

Adreraft Pr%cta. The British have ordered about %1.7 billion
of airplanes, engines, and aircraft accessories. This amount includes
not only the egquipment originally ordered by the British, but also
those orders,placed by the French and other nations, which were subse-
quently taken over by the British. Between 60 and 75 percent of the
equipment ordered will be delivered by the end of the calendar year,
and the entire order will ba completed by the middle of 1942. The
British also have options to purchase additional engines and acces-
sories, but it is likely thot these optiocns will be absorbed in the
Defense Ald program.

Ordnance.

A. Guns , The British have ordered about $240 milliem worth
of guns. Most of these are small arms or infantry-supporting weapons
such as machine guns, submachine gune, 20 mm cannon, and 37 mm tank
guns. Facilities for the production of machine guns, originally fi-
nanced by the British, have been purcheosad by the Defense Plant Cor-
poration and the supply controcts are being sbsorbed in the Defense
Ald program. Peek production of most of the equipment should be
reasched within the next few months.

B. Ammunition, Orders for ammunition for the British ameunt
to about $222 million, including shells for small arms, 2 pound
shells, and 75 mm and 6 inch shells. Production of these items is
fairly good, and the present program should be completed some time
during the latter part of 1942.

C. Tanks. About $190 million worth of combat vehicles have
been ordered. Deliveries of equipment under these crders were schedulsd
to begin in July 1941 and the program should be completed late in 1942
or early in 1943.

D. Explosives, About $58 million worth of smokeless powder
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and THT has been ordered and about a quarter of this order has already
been completed. The TNT order should be completed within six months
and the smokeless powder order within a year.

Iron and Steel Products. The British have ordered about $340
million worth of iron and steel ingots and semi-fabricated or fabri-
cated steel, of which about §300 million have been delivered.

Machine Tools. The British have also ordered over §310 million ’
worth of machine tools, & large part of which has been delivered.

+« Orders for merchant vessels represent about
$160 million ig cargo. vessels). HNone of these vessels will be com-
plete bafore the end of this year but all 60 should be finished by
the end of 1942. Great Britain has also provided about 8 million

to finance facilities for the production of these veassels.

ers. TLha most dramatic barter transaction was the
exchange of 50 overage United States destroyers for 99 year leases
for navel and air bases on eight islends under British rule.

Economic ald has also been glven in the form of barter deals.
One of the best-lmown of these transactions is the cottom-rubber ex-
change agreement between the United States and the United Kingdem on
June 23, 1939. In this agreement the United States agreed to supply
the British with 600 thousand bales of cotton in exchange for a
guantity of rubber equivalent in terms of value. The purpose of
this transacticn was to build up stocks in the event of war, and
hence, these quantities were not to be sold through regular commercial
channels.

: Barter will relieve the pressure on financial resources as long
a5 items are available on both sides to barter. It camnot, however,
provide the resocurces on a sufficiently large scale for purposes of
war. Lacking financial rescurces, some other form of aid is neces-
gary. During the year under review the United Stotes extended this
aid through the Lend-Laage and First Defense Ald Acts.

DEFENSE AID (Lend-Leage)

Defense Ald represents by far the largest external form of de-
fense effort thus far undertsken. The purchases made by the British
in the previous period hed put an enormous strain upon their ability
to continue to purchase. This was true, aleo, of the other countries
geeking aid. In respense to this critical situation, the Lend-Lease
program was begun. It is a scheme to avold the bottleneck of finonce
and to deal with the demccratic countries in terms of thelr ability
to produce and use goods, not their ability to provide financing.
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By the Lend-Lease Act of March 11, 1941, the President was am-
powered to transfer not more than $1.3 billion of equipment from stocks
or from material provided for in prior appropriations, and a program
of Defense Aid was also authorized.

The Defense Aid Supplemental Appropriation Act, March 27, 1941,
made available 7 billion for the cerrying out of the purposes of the
Lend-Lease Act. The President may, under this act, reimburse the
various agencies for transfers under Lend-Lsase but he 1s not required
to do so. Under the two Acts the potential maximum of Defense Ald
is therefore $8.3 billion.

Under the Defense Aid Act, funds were appropriated for eight
major objects, with the provision thot an amount not to excesd 20 per-
cent may be transferred by the President from ome category to amy
other category, but thot no appropristion may be increased by more
then 30 percent. Prior to July 1, 1941, one such transfer had been
made, as indicated in the accompanying table. Funds are alsc appro-
priated for two other categories to cover miscellaneous services and
expanse and administrative expenses.

ant ati .

To June 30th, the President had allocated $5,176 million of De-
fense Ald funds to various Federal departments and agencies to which
he has assigned the task of providing aid, i.e., 74 percent of the
7 billion dollar total had been so allocated. In four of the cate-
goriea of a more urgent character, over 90 percent of the appropria-
tion had been allocated. In a fifth important category, facilities
and equipment, only 45 percent of the appropriation had been allo-
cated. In the case of Agricultural and Industrial Commodities, most
of which are purchased as needed, and after they are produced, 29.4
percent of the original appropriation had besn allocated. The per-

>

AUGUST 1, 194 GONFIDENTIAL - 108



NUMBER 50 CONFIDENTIAL -- 07

TABLE 21 - DEFENSE AID AFPROPRIATIONS

ropriations

ropriations After Trane-

Category as in Act) fers) between
Categories)*

(Millien Dellars

(1) Ordnance, Ordnance Stores 1,343 1:31;3
(2) Aireraft & Asronsutical '
Material 2,054 2,05L
(3) Tanke & other Motor Vehicles 362 62
(4) Veasels & other Watercraft 629 729
(5) Misc., Military Equipment 260 260
(E) Facilities & Eguipment 752 752
(7) Agriculturel & Industrial
Commodities 1,350 1,250
(8) Testing, Bepairing, Ete, 200 200
(9) Misc. Services and Expenses Lo Lo
(10) Adninistrative Expenses 10 10
TOTAL 7,000 7,000

* Status as of July 1, 1941, During the week ending July 9, several
subsequent tranefers were sffected, as follows:

Increases Decreases

Ordnance & Ordnance Facilities and

Stores $130,000,000 | Equipment $112, 600,000
Tanke & Other Motor Agriculture & Ind,

Vehicles 108,600,000 | Commodities 170,000,000
Vessels and Other Testing, Repair-

Watercraft 54,000,000 | ing, etc. Lo, 000,000
Mise. Military

Equipmant 50,000,000

Total $3u2, 600,000 $342, 600,000
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centages of appropristions allocated, by category, were as follows
on Juna 30, 1941: Parosmt

Allocated on
June 30, 1941

Ordnanca and Ordnance Etm.---..-------ltttgl-'}

Alreraft and Aercnsutlcal Material.........98.4

Tanks and Other Tlhiﬂlan-------------------93-9

Vessels and Other Watercraft.....s.sssssss:88.6 (102.7) 1
nﬂu. ml“rw mu-iwmt".'--l-l'-‘.l.."‘.lu-z
Facilities and E;ui]lnm‘t..-.-------.-....-.fd-l
Lgrlculturﬂl and Inﬂuﬂtrial-.------.--:.--;31-5 {299&} l

Commodities

Tﬂﬁtiﬂg, R‘Pﬂiring atc.-..---...-.;--...-..3?;3

Misc. Services and EXpensesS...cssssssssasss33.0
Administrative Ex?ﬁnﬂﬂﬂ...--.------.....---#3.?

Totﬂl......................................u-'?.d,-ﬂ

1 The figure in parentheses represents the percentage of the original
appropriation; the first figure is the percentige of the appropria-
tion after the tranafer indicated in Table 21.

Data on obligations incurred, by object and by procuring agency,
are available, but the Division of Defense Ald has not approved their
inclusion in this review.

Tranafars

On May 31, 1941, title to defense articles amounting to a
little over §75 million had been tranaferred under the Lend-Lesse Act,
of which $64.5 million were under appropriations made prlor to
March 11, 1941, and the balunce under the Defensa Aid Supplemental
Appropriation Act. Whils the destination has not been revealed, it
may be presumed that the principal destination was Great Britain.
During the month of June, it is understood that greatly incressad
gquantities of defense articles have basn transferred, but exact data
are not available. Deliveries up to May 31 by agencies were as
follows:

Department or Agency Total
(Milliona)

fiar §35.4
Havy 7.1
Maritime Commission 10.5
Traagury 14.2
Agriculture 8.0

Total $75.2
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Deliveries to May 31 classified by chief objects ware ag follows:

Objects Total
(Milliong)

Ammmition for small arms & artillery,
explosives, etc. § 9.8
Ordnance: arms and miscellansous 20.6
Adroraft 440
Vehicles 3.4
Watercraft, ete. 26.2
Signal & Chemical Equip., ete. 1.8
Agricultural Productas 8.0
All other 1.4
Total $75.2

EXPORT CONTROL

The present system of export licemsing went into effect after the
passage of the Export Control Act, ("An Act to expedite the strength-
ening of the National Defense"), July 2, 1940. Under this Act, the
President, through Executive and Military orders, set up an Adminis-
trator for Export Control and a Control Procedure. The Procedure pro-
vides that the Becretary of State shall issue or deny export licenses
after a specific directive from the Administrator of Export Control.
The Administrator of Export Control has set up an Interdepartmental
Committee consisting of representatives of the several departments and
agencles especially interested in the control of exports to advise him
on policy under the Act.

Before the passage of the Export Control Act, the exportation of
"armp, ammmition and implements of war" wae subject to licensing
under the Neutrality Act, administered by the Department of State.
The primary purpose of this export restriction was to limit inter-
national traffiec in arma. For the first six months of 1940 these
items constituted about 7.5 percent of the total exports from the
Onited States.

Shortly after the passage of the Export Control Ast, 40 additional
categories of products, needed for national defense, were placed under
the licensing system. The system was gradually extended until by De-
cember 1940 almost 25 percent of the total exports were subject to con-
trol. As of the end of May 1941, 44 percent of our May exports were
subject to the licensing system.
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The following table shows the exports for May 1941 by commodity
groups and the respective percentages subject to licensing:

Millions Fercentage
: of Dollars Subject to
May 1941 Licensing &

TOTAL EXPORTS § 384.6 &b
Commodity Groups
Animal & Animal Products, edible 9.7 ph |
Animal & Animal Products, inedible 3.4 11
Vegetable Food Products & Beverages 16.1 23
Vegetable Producte, inedible (Except Fiber
& Wood) 17.4 4
Textile Fibers & Mfgs. 21.0 &
Wood & Paper 12.3 8
Nonmetallic Minerals 40.0 36
Motals & Mfgs. (Except Mach. & Vehicles) 56.5 78
Machinery & Vehicles 155.4 50
Chemicals & Related Products 22.8 35
Miscellansous 30.0 51

& Under licenses in force at the end of the month. By the
Presidential Proclamation of July 17, 1941, nons of the items
heretofore under licensing may be exported to or for the
sccount of the persons whose names appear om the "Proclaimed
List of Certein Elocked Natiomals," except by specisl licenses.
Mso Schedule Z has been issued by the Administrator of Export
Control placing hundreds of additional items under licensing
as far as the "Proclaimed List of Certain Blocked Naticnals"
are concerned.

The export licensing system, initiated primarily as a neutrality
measure, then extended to conserve defense materials, has been further
modified to harmonize with the policy of aiding democracies and
strengthening hemisphere defense. Though there is no exact statisti-
cal measure of the aid to democracles, or victims of aggression,
through the direction of exports under the licensing system, the fol-
lowing table, giving exports to major destinations for the first fidve
months of 1941 in comparison with the corresponding period of 1940
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shows changes which refleot in large measure effects of export control.
However, the indicated 75 percent decrease in the exports to the "all
other” countries (including France, Belgium, the Netherlands, and other
Continental Buropean countries) reflects not the effects of export con-
trol, but rather the British blockade, and a shortage in shipping facil-
itian.

TABLE 22 - TOTAL EXPORTS BY PRINCIPAL DESTINATIONS

Percent
: Destination 19%5‘ 2 MJ!;_;M n:m.:u
(Mi11ion Dollars) NS Lo

United Kingdom 280.9 520.2 + B5
Canada 249.7 345.3 + 38
O pire Conttries sad Bgrpt |  124.0 233.6 . 88
Portugal and Spain 25.5 12.8 - 50
Greace 6.6 12.2 + 85
Latin America 41,8 il 755.6 + U
China 39.5 h.5 + 5
Buseia 36.1 21.8 - 4o
Japan 91.8 b7.8 - bg
Fetherland Indies 19.8 9.4 + 99
All Other 498.9 125.8 -1
TOTAL 1.71h.6l 1,756.0 v

The export under license of important products such as airplanes,
arms, ammmition, and metal working machinery, accounts for the sub-
stantial gains in total exports to the United Kingdom, Canada, and
other British Empire countries, for the first five months of 1941 over
the similar period of 1940. This is particularly significant whan the
increase in trade with the British Empire countries is contrasted with
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the decided declines to other countries, particularly Japan. Exports
of many defense materials would almost certainly have been much larger
to countries other than the Britlsh Empire and Western Hemisphere
countries without the licensing system. The Administrator of Export
Control reports that during the first six months of the operation of
the system, applicationa for licenses for about §150 million worth of
materials were rejected. .

q The following table shows 3 categories of export products. Cate-
‘gory A represents increased licensed exports of essential defénse

* materials being supplied to victims of aggression. Category B repre-
sente decreased licensed exports which are needed for national defenss,
and which have been restricted or entirely shut off to Axis Powers.
Category C represents exports of raw materials and food exports not sub-
stantially restricted by licensing which have declined because of the
blockade of the continent, the lack of shipping facilities, and other
causes. The 15 commoditles in the 3 categorles represent about ocne-
third of the total exports during the first five months of the respec-
tive periods.

TABLE 23 - U, 5. EXPOETS BY TYPES OF COMMODITY

Firat 5 Months
Commodity 1950 | 1941

A. Increases in Licensed Exports {Hﬂ'liun hll“.}

" Steel ingote, billets, etc. 39,2 Bl.g
Steel mill manufactures 49.6 53.9 ;
Metal working machinery - Eg.? 104,8
Airplanes T4.9 162.0
Firearas and ammunition 5.8 63.0

B. Decreases in Licensed Exports
Iron and stesl scrap 19.8 1.0
Tin plate and tagger's tin 27.1 10.1
Copper (ingots, plates) L5.6 12,2
Motor fuel and gasoline 3.5 19.7
Auminum manufactures 10.2 1.7

., Decreases in Non-Licensed Exporcs
Cotton, unmasufactured 163.9 21.5
Tobaceo, uamanufactured 23.7 18,6
Canned fruit 8.0 .5
Crude petroleum ET.E 15.9
Corn 10, 2.0
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In May 1941 Export Control was extended to exports from the Phil-
ippine Islands and territories, dependencies, and possessions of the
United States, by a Joint Congressional Hesolution.

Recently, also, instead of the individuel licenses, customarily
used at the outset, general and unlimited licenses have been issued
for exporte to British Empire and Western Hemisphere countries.
Furthermore, authority to determine the "formas, conversions, or de-
rivatives of items" of basic items placed under control by Presidential
Proclamations pas been delegated to the Administrator of Export Con-
trol.

DEFENSE CREDITS

The Export-Import Bank of Weshington was organized in 1934, with
funds furnished by the Reconstruction Finance Corporation, to facll-
itate forelgn trade. Because of the trade difficulties with which
varicus Latin American countries were faced after the outbreak of the
Buropean war in September 1939, the operations of the Bank have been
directed primarily toward the improvement of Western Hemisphere trade
a8 a hemlsphere defense measure.

In September 1940 Congress, by an amendment to the AFC Act, in-
crezsed the lending power of the Bank by £500 million bringing the
total up to §700 million. The expressed purpose of the additional
funds was "to assist in the development of the resources, the sta-
bilization of the economies, and the orderly marketing of the
products of the countries of the Western Hemisphere."™ With the ex-
ception of China and Finlend, the new activities of the Bank have,
since its increased lending power, been concerned with Latin American
trade. A large t of the Latin American leoans have been made for
the purchase of ted States industrisl and agricultural products.
The risks assumed by the United States Government through these
Export-Import Bank loans are comparatively small. The net cost
which can be charged to defense when the loans mature should be
negligible.,
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The operations of the Bank from June 1940 to June 1941 were as
follows:

Status Status
June 1940 June 1941

(Million Dollars)

Increase

Total Loan Commitments to Date 4378 730k 293
Total Disbursed to Date 160 267 1a7
Total Repaid to Date 62 100 38
OQutstanding 99 167 68

& Inecludes $119 million authorization cancelled and expired.

b Includes $185 million authorization cancelled and expired.

The loans of the Export-Import Bank to foreign countries
represent an outward capitsl movement but these loans have been a
relatively small offset to & strong inward capital movement in recent
years. The balance of payments showed a net inward capital flow of
$1,403 million into the United States in 1940 as compared with only
$35 million disbursed by the Bank.

In accordance with the expressed purpose of the $500 million
additional capital provided for the Bank in September 1940, the oper-
ations have largely applied to Latin American countries although the
disbursements to China have exceeded those to any other single
country.

The operations of the Export-Import Bank with Latin American
countries from June 1940 to June 1941 have been a&s follows:

Status Status

June 1940 June 1941 1ncrease

(Million Dollars)

Total Loan Commitments to Date 174 365 191
Total Diebursed to Date 63 102 39
Total Repaid to Date 40 56 16
Outstanding 22 46 24
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The largest part of the disbursement to Latin Americen countries
for the past year took place during the months of January to June 1941
and the full effects of the operation have not become fully apparent.
A large t of the loan commitments have been made for the purchase
of Uni States products. For example, Brazil is purchasing equip-
ment in the United States for bullding up her steel industry. In
additicn, through credites from the Bank, Brazil has been eble to re-
lease blocked obligations due United Statee investors. A temporary
expansion of exports would ordinarily be expected following such
credits, tut due to the unusuully heavy demands for defense materials,
the importa from Latin America have exceeded exports during January
to June 1941, reversing the trade position since 1938. The operations
of the Export-Import Bank have created (or conserved) exchange for
the purchase of needed products by Latin American and other countries
which have been eonfronted with exchange difficulties.

The sctivities of the Export-Import Bank have been comparatively
large and effective in the commercial relations with China. Loans
to China constitute the largest single item in the balance of payments
between the United States and China. Loans to China during 1940 were
greater than either exports to, or imports from that country.

Following ie a summary of the Bank's operstions with China from
June 1940 to June 1941:

Status Status

June 1940 June 1941 snEEwen

(Million Dollars)

Totul Loan Commitments to Date 63 139 76
Total Disbursed to Date 38 98 60
Total Repaid to Date 9 21 12
Outstanding 29 il 48

The operations of the Bank in relation to China have made it
possible for the United States to obtain from that country needed
defense materials, such as tungsten and tin, which secure the loans.
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The activities of the Export-Import Bank, together with the
stabilization fund of the Treasury, constitute the principal Govern-
mental means of furnishing financial aid t¥ foreign countries, &
During the past year the Treasury has committed itself to furnish
financial aid to the extent of $50 milliion to Argentina and §50
million to China. The legislature of Argentina has not yet accepted
the $50 million proffered to it.

—_———

2 The recently reported arrangements for a loan of $425 pillion to
the British by the Reconstruction Finance Corporation under the
Act of June 10, 1941,(Public 108, 77th Congress) will be independ-
ent of the Export-Import Bank and of the Treasury Department.
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FROZEN FUNDS

An important step in cutting off or restricting sccess to the
economic resources of the United States is the policy of freeszing the
funds of unfriendly countries and of their nationals and business
enterprises wherever they may be loceted. Since it is impossible to
use such blocked funds except under license, it becomes difficult for
the nationals of the blocked countries (to whom general licenses have
Dot béen granted for this purpose) to purchase goods in the United
‘States, or to pay for purcheses in other countries with American
funds, or to carry on propaganda work with such funds.

The countries whose funds are now £ subject to the control of the
United States Government and the dates on which their funds were put
under control are as follows:

Date Country
April 8, 1940

May 10, 1940

Norwaey
Denmark

The Netherlends
Belgium
Luxembourg
June 17, 1940

July 10, 1940

October 9, 1940
March 4, 1941

March 13, 1941
Merch 24, 1941
April 28, 1941

+ June 14, 1941

France (including Monaco)
Latvia

Estonis
Lithuanie
Fumanis
Bulgaris
Hungary
YTugoslavis
Greece
Albenie
Andorra
Austria
Czechoglovakia
Danzig
Finland
Germany
Italy
Liechtenstein
Polénd
Portugal
San Marino
Spain
Sweden
Switzerland

Union of Soviet Socialist Republics

£ On July 26, 1941, the funds of the governments and natiomals of China
and Japen were also frozen.
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Prior to June 14, 1941, the funds held in the United States by
nationsls of 14 countries, smounting to approximately $4,587 million,
had been frozen. The greater part of these funds was held by the
governments and nationels of the Netherlands and France.

On June 14, 1941, the funds of 13 additional countries were
blocked. General licenses permitting the use of these funds were
granted to six countries, the principal ones concerned being Switzer-
land and Sweden. Seven other countries were not granted general
licenses and their funds remein effectively blocked except where they
are permitted to be used for particular purposes under limited general
or special licenses. Funds held by the governments and nationals of
the countries blocked on June 14, 1941, to whom general licenses were
Dot granted, amounted to $196 million, nearly all representing the
funds of Germany and Italy.

The accompanying table shows funds held by blocked countries, and
by eountries to which general licenses have been granted.

COMMERCIAL AND CULTURAL RELATIONS BETWEEN THE AMERICAN REPUBLICS

Under an Executive Order, August 1940, the Office of Coordinator
of Commercisl and Cultural Relations between the Americen Republica
was created. The principal function of the Coordinastor is to corre-
late the activities of public and private agencies interested in
inter-American relations. In this work, emphasis is pleced on a
policy of strengthening hemisphere solidarity as a pert of national
defense, as well as a long-range progrem of cooperation. The work of
the Coordinator may be classified under the following four broad cate—
gories: financial and commercisl development, cultural relations, com-
munications, and socisl and eivic welfars.

One of the most important functions under the category of finan-
clel and commerciasl development has been the Coordinstor's mctivities
in stimuleting various agencies of the Government to increege imports
of essentisl defense materials from Latin America. The Coordinator's
study of representation in Latin America of United States business
firms and the program which has been carried out in cooperation with
the Departments of State and Commerce to replace anti-American repre-
sentatives has been an important function of the Office. This opera—
tion laid the groundwork for the "Proclaimed List of Hlocked Nation—
els" in the preparation of which the Coordinator's Office now partiel-
pates. Another phase of this amctivity has been the program for devel-
oping inter-imerican trade, and stimulating industriel development in
Latin America.

An outstanding activity under the cultural relaticns phase of the
program has been to stimulate the teaching of Spanish, Portuguese, and
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TABLE 24~ CONTINENTAL EUROPEAN ASSETS IN THE UNITED STATES

Long
Tern

Short
Term

Totall

A. Countries blocked up to June 14, 1941

(Mi1lion Dollars)

Norway 62 110 175
Denmaric 32 57 92
Hetherlands Bl9 794 1,619
Belgium 258 Lgh 760
Luxembourg 17 El La
France 475 1,047 1,593
Latvia - 12 12
Estonia 1 9 10
Lithuania - [ [
Bumania 5 Lg 53
Bulgaria 1 1 2
Hungary 16 B 2k
Tugoelavia 2 &9 T1
Greace 21 | 101 1
Total 1,709 2,787 L, 58
B. Countries blocked on June 14, 1941
Germany 99 6 105
Italy 56 14 70
Aistria 9 - 9
Czechoslovakia 5 - 5
Danzig - - -
Poland 2 5 T
Albania - - -
Total 171 25 196
€. Countries to which general licenses
are available under the Order of
June 14, 1941
Switzerland 715 769 1,h84
Sweden 51 Les 516
Spain 21 9 30
Portugal 2 155 157
U.5.5.R. - 39 39
Finland 1
Total 790 1,453 2,241
Grand Total 2,670 4,265 7,026

i

The total column includes some assats

fied to be classified as long term or short term,

not sufficlently clearly identi-
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other Latin American subjects in the schools and colleges of the United
States. Closely related to this has been the inauguration of a program
for the exchange of students, artists, writers, and professors between
the United States and Latin American countries.

Possibly the most significant project umder commmications has
hmﬁtim:pmtmdmutmnlnmnfhthlhortmdhq
wave broadcasts to Latin American countriee. These broadcasts are
eponsored by commercial firms of the United States. The exchange of
filme of all sorts is another activity in this ocategory.

In the field of social and ecivic welfare .the Office of the Coordi-
nator has embarked upon & program of cooperation with various Latin
American countries. As & result, directors and representatives of some
17 echools of social work of 11 Latin American countries have come to
the United States to study the development of inter-imerican collabore-
tion in the fleld of social welfare.

The above are only a few of the phases of the wide mctivities of
the 0ffice of the Coordimator.
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Chapter 5

ECONOMIC AND SOCIAL

IMPACTS

he magnitude of the defense program and the speed with which it

has grown have had important repercussions upon our economy. A

number of these repercussions and illustrations of the attendant
problems are treated briefly below under several heads, as followa:
national income and production, fiscal problems, prices and civilian

supplies, and

migration and social problems.

NATIONAL INCOME AND PRODUCTION

The defense expenditures of the United States in the decade pre-
ceding the present conflict amounted to 1.5 percent of the national

income.

Even in the twelve months preceding the initiation of our de-

fense program, after the magnitude of the hostilities abroad became
evident and its significance to the safety of the United States be-
came clear, the total outlays for defense in the United States were

only about $1.6 billion or 2.2
percent of the national income.
The relation between national
income and defense expenditure
is shown in the chart to the
right.

In the light of this re-
cord, the undertaking of a pro-
gram which grew to $50 billion
in the subsequent year was a
phenomenal step. It is true
that all of the funds made
available during the first year
were not to be spant during
that period. But the actual
outlays for the year were
greater than they had been in
any peace-time year in the hias-
tory of the country. Defense
expenditures £ in 1940-41 con-
stituted nearly nine percent of
the total national income. To-
ward the end of the year, mount-
ing defense disbursements

& Not including payments on
British contracts.

CHART 39 U.S. DEFENSE EXPENDI-

TURES AND NATIONAL INCOME
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absorbed nearly 15 percent of the national incoms,

The unspent balance of the funds made available in the first year,
to which additional appropriations have since been added, will be
spent as rapidly as the productive capacity of the country is mobilized
twmmmtimorthum. It is to be expected that in the
next few monthe the monthly rate of disbursements will rise rapidly.

There are two principal means of expanding defense production and
expenditures. One is the expansion of total national production

When the defense program wes initiated there was a considerable
amount of idle plant end equipment and there were millions of un-
employed workers. Totel production » including services of all kinds,
(or national income), was at the rate of less than $75 billion a year,
while the estimates of total productive capacity ran around $100 bil-
lion. Hence, if the unused productive capacity could be fully and
efficlently used for defense purposes, defense production eould per-
haps be as much as §25 billion a year without diminishing the supply
of goeds for eivilisn consumption which obtained immedistely before the

start of the Program.

The epecialized nature of defense production, however, makes such
& mobllization of resources difficult-at best and impossible without =
substantisl lapse of time. To overcome shortages, it was necessary to
incorporate into the program extensive additions of specislized indus-
trial fecilities (see chapter 3). Most of these will not be in pro-
duction until 1942, In order to make use of the unemployed labor, a
program of training for the specialized Jobs called for under the de-
fense set-up was necessary. This too will require time before it be—
comes fully effective. Although nationel income is less than 90 per-
cent of our theoretical capacity to produce, shortages of raw mate-
rials, particularly metals, have developed and stand in the way of a
rapld expansion of total production. As & result, diversion from
norgal uses is increasingly necessary along with expansion.

Two types of diversion from nondefense to defense mctivities
should be recognized. One is the shift of resources from the produe—
tlon of finished goods. Thie means an immediate curtailment of the
volume of such goods. We are already facing this problem. The other
is a shift from the production of capital replacements. Though event-
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ually the failure to replace plant end equipment uwsed in production
will result in the curtailment of the output of the finished products,
the diminution in cutput need not ocour immedistely. We have not yet
fuced restriction of capital replecements, but may face this problem

ﬂhﬂrt'l!t

To speed the defense program it may be necessary to postpone the
making of replacemente =nd concentrate on the output of necessary
finished producte. From this standpoint, reference to the so-called
"gross nationel product" is’ perhape more significant than to national
income. The gross national product is the totel volume of goods pro-
duced without deducting an allowance for depreciation. The value of
the product represented by depreciation in 1940 was approximately £9
billion out of a total gross product of $85 billion, while in the
present year the depreclation will be about $10 billion. To the ex—
tent that retiremente and replacements of depreciated equipment may be
postponed, the productive rescurces imvolved in such replecements mey
be shifted to defense production.

Thus there 1s a dual reletion between defense expenditures on
the one hand and national income end gross national product on the

other. On the one hand defepse expenditures tend to stimulete an ex-
pansion of the totsl product while on the other they merely displeace

ordinary production, and may lead to a decreased capacity to produce.

It is therefore difficult tu determine precisely what defense
disbursements are going to be in relation to the nationsl income. It
can be presumec, however, that as long as there is still expansible
capacity, the expenditures fur defense will tend to incresse the total
na.tiona.{ output and hence will not impinge upon the normel eivilisn
consumption to the full extent of the expansion in defense production.
As the slack 1s teken up, however, the defense effort may incrensingly
heve toc be accomplished at the expense of the nondefense portion of
the economy. As may be noted in the chart, the inerease in national
income in the first year of the program was substantially larger than
the added Federal expenditures for defense purposes. Ais a result, the
total consumption of the people was larger than in the previcus year,
Owing to the reemployment of .large numbers of workers and to the in-
creagses in earnings the population as a whole wes better off than be-
fore.

The increase in economic activities induced by the defense ef-
fort during the first twelve months has benefited nearly sll classes
of the population. Agricultursl income, as shown in the chart below,
was consistently higher in fiecsl year 1941 than in fisecal year 1540,
The inerease was particularly noticeable in the last quarter of the
pericd, and it appears likely that this upward trend will be acceler-
ated as the program develops. So far the rise in farmers' incomes has
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not been off-set to any material extent by the increased prices of
the goods bought by farmers. Agricultural wages, howsver, have risen,
and to the extent that such wages enter Into costs the increase in net
farm income tends to be less than the increase in farm eash income.

The increase in agricultural wages is parallelsd by a marked
shortage of farm labor which is especially noticeable in the agricul-
tural regions near the industrial areas of the country. This shortage
is due to a draining—off of farm labor by the expansion of industrial
production and to an intensification of the demand for farm products,
such ag dairy and poultry products and vegetables, resulting from the
influx of population and the expansion of incomas.

Industrial wage earners have bensfited in two ways. There has
been an increase in employment not only in defense industries but in
consumar goods industries. As & result there has been an increase
both in the number of wage-income recipients and in the number of
hours per week per employse. Thers has also been an increage in aver-
age hourly earnings of workers,

resulting partly from more CHART 40 -U.S. CASH
;ﬂmrﬂ:d'nrk and“pn.rt.li from FARM INCOME

orea waga rates. As will
be seen in the table below, 1860 MLLION DOk 00

average nonagricultural employ- |
ment outside the military
establishment rose by more than
two million during the period
July 1940 through May 1941,
Manufacturing employment alone
inereased by more than 1,170
thousand.

1000

Hourly wage rates in

factories increased 5 percent

from an average of 65 cents in

the preceding year. The re- 500

sult of increased hourly earn- KMENTS

ings and fuller employmant is FAYMENTS

apparent in the increases in

weekly earnings as well as in

the increases in total wages ‘

and salaries paid. s, mldant o I e b R e
1937 1938 1938 (940 |94]
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TABLE 25 - EMPLOYMENT AND WAGES

F. . 1940 F. ¥. 1941
July 1939- July 1940- |Percentage
May 1940 Bay 1941 Incraanse
Inclusive Inclusive
Average Total Oivilian
Non-Agricultural
Employment (in thousanda
of persons) B 34,888 36,916 5.8
Average Total Manufacturing
Enployment (in thousands
of wage earners) & 9,606 10,779 12,2
Average Weekly Earnings in
Factories (in dollars) & | $25.23 $27.73 9.9
Average Hourly Earnings in
Factories § .65 § .89 5.0
Average Hours Per Week
in Factories & 38.3 39.8 3.9
Total Wages and Salaries
(in millions of dollars) .Et?,zzu $48,733 12.8

a U. 5. Bureau of Labor Statistics.
b Income payments estimated by the U. 5. Department of Commerce.

The above comparisons are between two years.
the rise is somewhat sharper.

On a monthly basis
And it is sharper still in those

industries most closely related to defense, as the following table

shows.
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TABLE 26 - HOURS AND EARNINGS ALL MANUFACTURING AND
NINE MAJOR DEFENSE INDUSTRIES &

Percent
June 1940 | May 1941 Taoreass
All Manufacturing Industries
Average Weekly Hours
Par Worlker Y 37.5 40.8 8.8
Average Weekly Earnings : .
Fer Worker (Dollars) 25.8 30.7 19.0
Average Hourly Earnings
Per Worker (Cents) 67.2 72.6 8.0
Percent
May 1940 | May 1941 Increase
Nine Major Defemse Industries
Average Weekly Hours
Per Worker ; 38.7 43.7 12.2
Average Weekly Earnings
Per Worker (Dollars) 30.28 37.81 24.9
Average Hourly Earnings
Per Worker (Cents) |, | TH.33 86.64 10.6

& U. 5. Bureau of Labor Statistics.

The nine major defense industries

include blast furnaces, steel works, and rolling mills; foundry

and machine shop products; electrical machinery; smelting and re-
fining, copper, lead, and. zine; brass, bronsze and coppar products;
aluminum manufactures; machine tools; airoraft; and shipbuilding.

The rize in the cost of living during the first 12 months of
the program was about 3 percent; hence, the income gain of the wage
earning groups was real. To what extent it will be possible to kesp
these gains with a further intensification of the defense effort, 1t
is impossible to indicate at this time. A spiraling of prices and
wage rates might not only hamper the defense program but might also
cause the real incomes of the working population to deterlorate.

During the 12 months under consideration, there has also been
an improvement in the profits of large industrial corporations, as
is shown in the following table. The figures for the latest quarter
are not available, but it can be seen that during the nine months
following the initistion of the dafense program, profits of a sample
of 168 industrial corporations were 10 percent higher than in the
corresponding months immediately preceding. It may be noted that
industrial profits were approximately at the same level as they were
in 193‘?.

AUGUST 1, 194 CONFIDENTIAL 126




NUMBER 50 CONFIDENTIAL -.- 127

TABLE 27 - PROFITS OF 168 LARGE INDUSTRIAL CORPORATIONS &
Before and After Initiation of Defense Program

Percentage

Fiscal Fiscal Fiscal Increase

Year Year Year FY 1941
1937 1940 19341 over

FY 1940

. (Million Dollars)

Quarter Ending September 14 §185 21
Quarter Ending December 296 289 -2
Quarter Ending March 247 <80 13
Quarterly Average $255 228 b 251 b 10

£ Data are for 168 industrial corporations as reported by the Federal
Reserve Bank of New York,

b Average for three quarters.

TABLE 28 - QUARTERLY PROFITS OF 499 INDUSTRIAL CORPORATIONS &

Type Number First Quarter Percentage
of of 1941 | 1940 Increase
Industry Companies | (Million Dollars)
Mreraft 5 8.9 4.8 85
Staal 39 7.1 46.4 109
Nonferrous Metals 33 18.1 14.5 25
Electrical & Industrial
Machinery 34 29.8 23.5 27
Lumber & Building 29 13.6 Tk BL
Autos & Accessorles 42 85.8 67.7 28
Miscellansous Durable
Gooda 34.5 22, R
“Total Durable Goods 2% 288.8 186.4 55
Other Industrials 223 155.6 | 146.2 6
Total 499 &by 4 332.6 34
—— — — _—

2 Data supplied by the Federal Reserve Board
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The increase in profits has on the whole been greater in the
durable goods industries than in other industries. Among the durable
goods industries, which have profited most, are several groups closa—
ly assoclated with defense, as the preceding table shows.

FISCAL PROELEMS

Of the total funds mede available by Congress for the defense
program by the end of June 1941, $8.6 billion were in contract au-
thorizations for which no cash had been appropriated and $34.6
billion were in cash appropristions. In addition to these funds,
there are the defense commitments of the Reconstruction Finance
Corporation in the amount of §2.8 billion and British orders of §3.7
billion, making a grand total,as of June 30, 1941, of $49.7 billion.

The defense payments from the genersl fund of the Treasury
during the first year of the program amounted to over £6.0 billion

while £332 million were disbursed from funds supplied by the Recon-
struction Finance Corporetion.

TREASURY OPERATIONS 2

Fiscal Year 1940 and 1941

Change from
Fiscal Year Fiscal Year Fiscal Year 1940
1940 1941 to Fiscai Year
1941
(Billion Dollars)

Nondefense disbursementa £ 7.9 § 7.2 b § - 0.7
Defense disbursements 1.6 6.2 = + 4.6
Totsl disbursements 9.5 13.4 + 3.9
Total receipts 5.9 _8.3 +2.4
Deficit £ 3.6 5.1 +1.5

£ Exclusive of debt retirements but including socisl security receipts
and expenditures.

2 These f{ipures are not comparable with those given in Table 4 in
Chapter 1. The totel shown in that table is on a checks issued
basis and includes payments from Reconstruction Finance Corpora-
tion funds as well as minor items from other agencles not sep-

arated by the Treasury.

£ Thie does nmot correspond to change in gross public debt because of
exclusion of certain items such as increments on gold and changes
in general fund balance.
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The problems faced by the Treasury during the past 12 months
of reising the necessary cash to meet maturing defenze obligations
were not particularly difficult ones. They are summarized in the

preceding table.

¥hile defense payments in fiscal year 1941 increased by £4.4 billion
over 1940, nondefense expenditures fell off about 2700 million. Pre-
vious taxing and borrowing operations of the Treasury were of such
magnitude as to permit its being able to finance its expenditures with-
out great difficulty. As will be noted from the summary of the opera-
tions of the Treasury, it was necessary to ralise $3.9 billion more

than had been raised in 1940 to meet the increase in totel expenditures.
of the additional $3.9 billion, $2.4 billion was met from an increase
in revenue collections and only $1.5 billion from public borrowing.

The task of the Treasury in the present fiscal year will be con-
siderably more difficult. The urused balance of defense cush appropri-
ations passed by Congress in the past fiscal year amounted to nearly
$29 billion at the end of June. Theoretically, the Treasury could be
called upon to pay checks to this full amount and in addition to the
amount of such other defense funds as may be appropriated for the
gurrent year. Actually, of course, no such demands will oe made since,
in general, defense goods and services musi be produced or delivered
before payments are made. Such production even by the most optimistic
estimates will fall short of this total amount.

It is tentatively estimated that about §17 billion of checks for
defense purposes will be paid out of the General Fund of the Treasury
during the fiscal year 1942. d#hen an estimated $7.4 billion of non-
defense disbursements during the current fiscal year ere added, we
get an impressive picture of the immediate fiscal problems of the
Federal Government. The heavy defense expenditures follow a decade of
steady increase in a public debt which reached a gross figure of
nearly $49 billion by the end of June 1941. If nondefense expenditures
are kept down to §7.4 billion and defense expenditures amount to $17
billion in Treasury payments, the total funds required by the Treasury
this year will be $24.4 billion or £11.0 billion more than in the last
fiscal year.

How will such a sum be raised? The total tax revenue in the past
fiscal year was $8.3 billion. In the present year the tax yield on
existing schedules is expected to be about 22 percent higher, which
will bring the total tax revenues to about $10.1 billion. Another
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$2.5 billion may be raised this fiscal year by the pending tax bill
which 15 intended to yield $3.5 billion during the calendar year 1942.
At this rate, total tax revenue will be §12.6 billion——over 50 percent
greater than in 1941 and more than twice as great as in 1940. Im-
pressive as these receipts are, they still leave a deficit of $11.8
billion which must be raised through Treasury borrowing. The situ-
ation is summarized in the table below.

TABLE 29 - FEDERAL FISCAL SITUATION, FISCAL Y=ARS
1940, 1941 and 1942 2

1940 1941 1942 2

Increase in Federal Gross Debt

Exclusive of Reconstruction (BL400 Delleve)

Finance Corporation $2.5 $6.0 §11.8
Including Reconstruction

Finance Corporation 2.8 6.6 13.4
Defense Disbursements, General

Fund and Reconstruction

Finance Corporation 1.6 6.4 lE'!.j
Totsl Disbursements, General

Fund and Reconstruction

Finance Corporetion Defense

Disbursements 9.5 13.8 26.0
Total Federal Taxes and Other

Revenue Receipts 5.9 8.3 12.6
Ratio of Revenme Receipts toy

Disbursements 62 60 <49

— %

Figures include Social Security receipts and payments.
These estimates are highly tentative.

o Im

Since the industrial facilities and stockpile programs financed
through the Reconstruction Finance Corporation will invelve additional
cash payments of perhaps §1.5 billion to $2.0 billion, the total
Federal borrowings for the fiscal year may amount to more than §13.4
billion. Any fortunate circumstances which increase defense produc-
tion beyond the estimates underlying these calculations will further
add to the fiscal problem.
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The question whether such a fiscal program can be followed without in-
flation should be considered in connection with the developments dis-
cussed in the following section.

PRICES AND CIVILIAN SUPFLIES

During the first year of the Defense Program there was but a
moderate increase in the general price level. In June 1940 prices
were atill below the averages reached in 1937. Between June 1940 and
June 1941 wholesale prices as a whole rose less than 13 percent accord-
ing to the Bureau of Labor Statistics Index, while the Bureau of Labor
Statistics Index of the cost of living rose only 3 percent.

The relative atability in the price level shown for the first
twelve months of the program was due in large measure to the fact that
the availability of a large volume of unemployed labor and unused

CHART 4|- WHOLESALE PRICES
ALL COMMODITIES
19262100

capacity permitted an expansion yney INDEX
of both defense production and 160 160
civilian production without un-
due pressure upon the indus- o
trial resources of the country.
As the slack is taken up by the 140 140
expansion of defense production
and by the increased demand for
consumer goods resulting from
the expansion of incomes, in- 120
flationary pressures are bound
to evolve. A comparison to
World War I is instructive.
(See the accompanying chart). 100
In World War I prices had been
comparatively stable for many
months before the accumulation
of pressures sent prices out of
bounds.
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Already there are indica- CHART 42-PRICE MOVEMENTS
tions that pressures now at work IN THE U.S.
are reaching a critical stage. JULY, 1938 — JUNE, 1939 =100
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As already stated, the index of the cost of living showed only
a very moderate increase - 3 percent - during the first year of the
program. To the extent that wholesale prices anticipate changes in
retall prices it appears that a further rise in the cost of living 1s
already on the way. The retall prices of food included in the cost
of living index - which increased more than those of other components
of the index - rose about 5 percent in the twelve months ending June
1941. During the sume period, however, the wholesale prices of foods
had risen 18 percent. Likewise, while the retail prices of clothing
entering the cost of living index rose only about one percent, the
wholesale prices of textiles moved up more than 16 percent.

To offset the pressures tending toward inflationury price
rises, controls over prices have been instituted by the O0ffice of
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Price Administration and Civilian Supply. Seven general types of price
control actions have bean employed:

1.

2

3.

5.

Requests. Requests have been made either to a particulsr
producer, or to the varlous producers in an industry. The
requests have been either (a) to refrain from rais prices
until a conference 1s had with the Administrator, ﬁ:f to
malntain prices at their existing levels, or (c) to lower
prices elther generally or to specified figures.

Warnings. Warnings have been issued elther to individusl
producers, named or described by conduct, or to the industry
generally. The warnings usually have stated that if com-
pliance with the Administrator's requests is not forthcoming
or if there is failure to reduce prices or to check a price
rise, more drastic amction will be taken.

Informal Apreements. Informal agreements have been entered
into by the Administrator with individusl producers but
never with an industry as a whole. The agreements have re-
lated to exiating or future prices or to conferences with the
Administrator before making price changes. Informal sgree-
ments have also been reached with cormodity exchanges with
respect to margin regulrements on outside contracts and on
seles of futures.

e cements. Publie announcements have been made
by the Administrator to the effect that existing prices are
unnecessarily high or that no price rise in the immediate or
near future is in view. These announcements were designed to
prevent hoarding and accumuluation of inventories in anticipa-
tion of price rises and/or to deflate a market characterized
by abnormally high prices due in pert to lack of adeguate in-
formation concerning supply and demand conditiocns.

5 V! Purchuses. Government
agencies, particularly the Division of Purchases of the
0ffice of Production Mansgement, huve been advised to poat-
pone purchases of materlals at a time when large Government
orders would cause & temporary strain on suppliee and hence
on prices. BSuch advice has been given only when the mate-
rials were not immediately needed by the Government agency
Close collaboration with the Division of Purchasss has made
Government purchasing power a factor for price stablility.

Erice Schedules. Price schedules have established the
maximum prices at which specified products can thereafter be
purchased or sold. To date there has been no legislation
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providing sunctlons for sules in viclatlon of the celling
prices. But the Administrator has relied on something more
than mere voluntury cooperation, for he has admonished that:
"The powers of the Government to compel the delivery to the
Government of materials at the established maximum prices,
to condemn or requisition properties, to issue priorities
and to use other powers to carry out the defense program
will be exerted to the utmost against any person whom we
find to be disregurding these ceiling prices.n”

7. Measures To Increase Supply. In conjunetion with other de-
fense agencies measures have been taken to increase supply:
stimulation of imports, use of export controls, encourage-
ment of full capacity operations, and promoting additions
to productive capacity.

The main emphasis in enforcement of the price ceilings has been
in the direction of keeping a carsful watch on the price situution and
on alleged violations, utilizing fleld investigators and representa-
tives, and, as stated above, relying on the powers of persuasion and
potential publicity. Enforcement is implemented by the provisions
in & number of the price ceiling schedules, requiring reports, wary-
ing in completeness with the commodity involved, on prices und sales
of the commodity. .

These methods have had considerable effectiveness. In a number

+ of instances the celling price aschedule has served as a stundard to

which the induatry in general will adhere. Where investigation on

the Administrator's initilative or upon complaint has revealed offers
or sules constltuting violations of price schedules, 1t has frequently
beon possible to secure sdjustments conforming the prices to the ceil-

ing.

But there has recently been indication of "bootlegging®, and in
substantial quantities, especlally with respect to the serap metal
price schedules. Also, there have been refusals to comply with the
requests of the Administrator to restore prices or to aveid price in-
creases, notably in the case of automobiles.

A complete record of the actlons token by the 0ffice of Price
Administration and Civilian Supply (end prior to April 11, 1941,
by the Nationsl Defense Advisory Commission) has not been compiled.
Many of the informal conferences and communications either have not
been recorded or their record has not as yet been mede available,
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However, a list of the commodities which have been affected by one
or several of the preceding actlons and which were deemed of suffi-
elent significance to be publicized by an official press release isi

1. Paper, paper pulp, waste 17. Cadmium.
paper, and paper board. 18. Farm implementa.
2. Lumber. ; 19. Combed cotton yarn.
3. Lead. £20. New machine tools. 2
4+ Zine, zinc scrap, and 2l. Cocoa beans.
secondary zinec. 22. Pepper.
5. Aluminum (scrap and 23. Ammonium sulphate.
secondary) . 24. Plywood.
6. Copper and brass, 25. Mutomoblles.
7. ©Steel, serap iron and pig 26. Bread.
iron. 27. Petroleum products (gas and
8. Wool. oil).
9 « Iridium. 28, mhhro
10. Second-hand machine tools. 29. High tungsten content steel
1l. Quicksilver. scrap.
1>, Hidﬁﬂ- Jﬂi Furnitura.
13. Rents. 31. Household refrigerators.
li. Coffee,. 32. Railroad car wheels.

15. PBituminous conl.
16. Nickel serap and nicksl

alloy scrap.

In addition to the anticipated rises in retail prices it is
possible that as a by-product of the Defense Program there will be
deterioration in the quality of goods purchased by consumers. So
far, deterioration is perceptible in a number of lines, but there
is little evidence that it has been general.

Neither has there been any uppreciable set-back to the flow of
consumer goods. On the econtrary, sales of durable consumers! goods
such as automobiles, refrigerators, vacuum cleaners, and furniture
inereased rather sharply, indicuting increased purchasing power plus
the fear that supplies would be short and quality lower next Ferr.
Retall sales of new passenger sutomobiles increased by 22 percent in
the year ending May 1941 as compared with the previous yeur. Sales of
vacuum cleaners, electric refrigerators and washers showed inoreases
of 16, 40 and 23 percent, respectively, as compared with the eleven
months of the preceding year.

Supplies of a number of nondurable goods, however, became
scarcer during the year 1940-1941 than they had been previously. The
prineipal reasons for such chenges were shipping difficulties arising
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out of war conditions and incressed purchases by defense agencies.
Included in the 1list of goods so affected are fats and olls, hides,

cordage, starches, and certain splees.

Rubber was an outstanding ex-

ception; during 1940-1941 both imports of crude rubber and elvilian

consunption of tires were at record levels.

There was s5tll]l relatively little interfersnce with consumer
supply on account of recognized shortages of certain strategic mate-
rials. Even in the widely publicized case of aluminum cooking uten-
s8ils, there is no evidence to indicate that shortagas existed at the
retail level before the end of the year. Large stocks of the primary
metal had been accumilated by manufacturers and indicutions are that
many large retail ocutlets had stocked up on utensils.

TABLE 30 - RETAIL SALES OF DURABLE CONSUMERS' GOODS

ST [July 1939- [July 1940- |percent
May 1940 1941
Inclusive Iﬁuﬂn Increase
Pasgenger Automobiles
(Thousands) 3,026 3,674 22
Electrie Refrigerators
(Thousands) 2,081 2,924 40
Vacuum Clemners-Hand and Floor
(Thousands) 1,515 1,756 16
Washera :
(Thousands) 1,365 1,675 23

Source: Survey of Current Business, Annual Review Number, 1940, 1941,

and June 1941 Iasues.

MIGRATION AND SOCIAL PROBLEMS

The great expansion of employment in defense industries has re-
guired and will continue to require the migratich of large oumbers of
workers. As noted in Chapter 3 it is indicated that between December
1940 and June 1942, 750,000 defense workers will be drawn into defense
centars from other parts of the country.
migrants will be married and require dwelling units, the remainder,
single persons, will require rooms or nonhousekeeping accomodatiocna. l
Moreover housing requirements in these areas are increasing because of [
population growth, undoubling of familles as incomes increase,
migration of other than defense workers, and the improved economic

gtatus of large groups of the population.

About one-half of these in- [
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The supply of new houses and other facilities has not kept pace
with this increase in demand. Vacancies are dropping and rente are
rising. Among the problems attendant upon the defense effort are
(1) the danger that substandard housing and slums may develop; (2)
the lack of educational faellities for children; and (3) the lack of
soclal facllities. To avold such problems, integrated policies of
residential development are necessary alonz with the allocation of
defensa contracte. BSocial problems have been created also as a re-
sult of the expansion of the armed forces, and pre-defense social
problems have been brought into clearer perspective.

One of the significant factors in the all-out national defense
program is its recognition that civilian, as well as military, health
and morale are essential to mnational self-protection.

The need for an aggressive attack upon malnutrition has been em-
phasized by the findings with respect to young men subject to military
gservice. Out of a million men given physicnl examinations under the
Selective Service system, a total of 380,000 have been found unfit for
general military service by present standards. It 1s estimated that per-
haps one-third of these rejections were due directly or indirectly to nu-
triticnal deficlencies. In terms of men, the Army today has thus been
deprived of 150,000 who should have been able to serve as soldlers.

This is fifteen percent of tha total number physically examinad by
the Selective Service system.

As the defense program developed, it becams evident that re-
ereation and leisure-time activities were an important problem.
Within less than a year, a million and a half young men were in the
armed services; huge new military posts were being built and old line
poats were being rapldly expanded. The same thing was happening in
industry — millions of new workers were manning the production lines
of national defense; established factories were doubling thelr per-
sonnel; new factories were being bullt.

For recreation and welfare within their posts, the Army and
Navy have overall organizations under a full-time, competent staff,
and have established the principle that morale is a function of
command. Gradually, this vigorous interest in leisure-time activ-
ities is being implemented by facilities and leadership on the posts.
These services fill a very real need, but not the whole need.

The leisure-time problem for both men in uniform and defense
workers has been the more acute because most of the new military
posts and many of the new industrial plants are located at a dis-
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tance from the larger citles where there are relatively adequatae
commmnity recreation facilities. The small country towns and
villages, that have found themselves neighbors to defsnge activity,
have inecreased in size by four or five times almost overnight.
Such towns inevitably face a shortage of every community resource
and pervice., This shortage has been particularly acute in facil-
itles for recreation and leisure-time activities. Many of these
commmities had little or no past expsrience or exlsting equipment
for publie recrsation. Some had little conception of what they
could and should do to provide recreational activities; and aven
those who recognized their obligations and opportunities on this
phass of defense often were unzble to meet the demands made upon them.

One step toward natlonwide cooperation was taken when six nat—
lonal religious and welfare organizations, including thosa concern-
ed with Army and Navy recreation in 1917 and after, came together
to form the United Service Organizations for National Defenss. Its
members are the YMCA, the YWCA, the National Catholic Community Ser-
vice, the Jewish Welfars Board, the Salvation Army, and the National
Travelers Ald Soclety. The U.S5.0. operates within the general frame-
work set up by the Federal Coordinator of Health, Welfare and Related
Defense activities 2 a major part of its job being to help fill the
local gaps in leisure-time opportunities for men in the armed forcea,
and for men and women in defense industry.

A further step forward dealing with these problems is the
Community Facilities Act, recently passed by Congress. This Act
authorizes the use of $150,000,000 in Federal funds for community fae-
1lities to be used in hard-pressed defense areas for commnity re-
ereaton centers, as well as schools, hospitals, and sanitation fae-
ilitdes.

& In November 1940, the Federal Security Administrator was named Co-
ordinator of Health, Welfare and Related Defense Activities.
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TARLE A - CLASSIPICATION OF FRICRITY RATINGE BT ORJEOTIVES
Rating Arsy Objective Hary Objeative
AL | Ressrved for ite=s of im-edinte drgency Haperved for Ltems of imwdiste urgency
(for emargencies). " (for esergencies),

A1 Equipsent for suthorieed uanits of Esgalar Maintennsee of ships and airoraft., Oomple-
drmy and National Guard, Oospletion of tion mnd equipment of ships being msquired.
aireraft progras sat for Oetober 1, 1941, Equipsent for Marine Corps of 35,500 men,
and construction of alr bmses. Expansicn of alr force to 6,915 planes.

d-2 | Equipment and construction for first Items ssssntial to the cospletion of all
1,000,000 men of selactive sarvice army. akips under constroction.

L] Constructicn of ssacoast mnd overseas Itens ssssntial to expansion and equipsent
defennen. of nogmented naval shore sstablishment.

-4 Gompleticn of amireraft progras to full Completion of naval aviation to total
objective by dpril 1, 1942 strength suthorized,

] Critieal items for completion of equip- Items emsential to future construction, re-
mant acd for maiotenance for 4 sonthe, oommlssioning, or conversion of ships for
and gomstruetion, for 2,000,000 men. aaval aes.

A-B Egsentinl itema for completiocn of
equipssnt acd for maintenance for L Equipment for aaval expassios in wartiss,
months for 2,000,000 men,

A=T Facilities to provide production capa-
ity to the Army of 15,000 airplaces a Expansion of capacity and creation of new
year, Facilities to provide ecritical eapacity for wartise production of ships,
items of equipment for combht foros of niroraft mad squipment.

2,000,000 =an.

B Incorporaticn in existing essential Ingorporation in existing essential nawal
Aray installations and fesilities of shore facilities of passive festurss to
pasalve foatures to reducs dasags of reduce dasags of snemy motion.
enemy motion.

A= Facilities for expansion of Army behond
2,000,000 man.

A-10 | Blucational orders. Additional re- Agpenbly of resarve saterial for general
sarves of critical and sesential {ta=s, naval uss.
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ZAELE B - CLASSIFICATION OF ITEMS GIVEN A-]1 PEEFEEENOE RATING

Bating

Itens

A-l-n

Machine tool mnd gage builders' mpplies and facilities,

A-1-b

Bosbeights, Bmall arms ssmnition, Adreraft sachine guns. Rsquiremsnts
for existing ships and airoraft, Replacemsnt of 1,221 existing mireraft,

Conversion of vessels to naval use, Items for Fleet Marins Yorce and De-
fense Battalions. PFlant equipment for producing vessels listed under A-l1-c,
Harbor defense items, Panama Canal defense projects.

A-l=-g

Alreraft sagines, propellers, armer, instruments, arsasent, ammnition, and
radio spparatus. Construction of suthoriszed dastroyers, light cruisers,
submarines, subchasers, motor torpedo boate, Comst Ouard Yessols, teniers
and repair ships for sams,

Tankers being constructed and naval vesssls scheduled for completion in
19:;. one aireraft carrier and ocms battleship schefduled for completion in
19

A-1-4

Afreraft sccessories and equipment, except as in A-l-g. Alrframes. Air-
craft sachine guns and pyrotechaic pistols,

Surgical instrusents and hospital squipment, 12 nonrigld airships, Items
essential to expansion of Marine Corps to a strength of 38,500 men.

A-1l-u

Equipmant, supplies and plant facilities for optical industry, Mainteomnocs
and expansion of existing facilities for repatr, overhaul, and operation of
aireraft and aireraft armament.

Bquipsent for flying personnel, Aireraft bosba and prrotechnics.

Al-f

Anti-aireraft equipsent, A1l mati-sireraft and 60 mm mortar saterial, in-
eluding ammunition,

Flest cperating all base facilities. Aati-aircraft and underwater proteg-
tion for U. 5. marchant vessels,

Al-g

Comstruction of new air fields, air basss and air stations, Combat re-
kicles, accessories and equipment. Anti-tank guns and ammnition.

A-l-h

Mobils artillery and all accessory equipment, including mmmunition,

A=l-1

Infantry and Cavalry weapons, assinition, and individual and organisa-
tional equipment not specified above.

A1y

A1l remaining itemss which can be classified as A-1,
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TABLE C - INDIVIDUAL PREFERENCE RATING CERTIFICATES ISSUED BY ANME
BY RATINGS AS OF JUNE 28, 1941

Hating Fumber :;r;::l
Ar 674 0.2
A-1 229 0.1
Ll-‘ Elm 2;5
A-1-b 83,157 28,8
A-l-c 718,790 271.2
A-1-4 71,399 24,7
A-l-s 5'}55 1.9
A-1-f 6, 738 2.3
- A-l-g 6,510 2.3
6 A-1-h 3,637 1.3
Al 7.1 : a.g
A-1-§ 1,87 0
9L.8
A-2 6,398 2.2
‘-—ﬁ Bl =
s 295 0.1
A-F-A-10 628 0.2
2.5
Bl 3 =
B2 1 s
L -
!-E-B-IU 1
Maltiple Batings 6,908 2.4
8 Not Hated 915 0.3
SRARD JOTAL 289,166 100.0
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TABLE D = WUMBER AND KIND OF PREFECRENCE RATING CERTIFICATES
IWBUED BY PRIORITIES DIVISION, OPM
Ag oF Juwme 28, 19M1

Apary— lasuED PER CENT
RaT NG aTIC FomEia Havy Vi BY ToraL or
SPECIAL | BemiER | TELEGRAM ToraL
AA 11 1 1 L] ] 13 0.1
A-l-d 2n § 0 L1 ] 295 5.0
Ai-p hzk a2 ] 22 ] 1,270 13.0
6\ A=1-C 2,870 15 a 1 o 2,892 29.6
A=1=D 1nh ™ 0 224 ] 1,112 11.4
A=1-E 159 11 ] 1% (] 2hk 2.5
A=1-F 129 16 [ 0 0 153 1.6
A1-g 506 106 16 ] ] 11 .6
Al [13 g [} [ ] T 0.8
A=l 173 [ 1 1 0 175 1.8
Aled 206 o 54 1k [ 158 5.1
l A2 T35 21 0 1 1 158 1.1
{ A 163 [ [ 0 [ 163 1.1
A=l 10 [ [] [ ] ] 18 0.2
A5 b1 5§ 0 [ (] L 14 0.5
A=b H 0 0 ] ] 2 -
A1 5 a ] 2 0 5 0.1
i ] i 0 ] ] o 1 -
=g 3 0 ] 0, 0 3 -
A=10 FE ] 25 0 1 [ 513 J.2
BB 6 ] ] 1 ] 1 d.1
6 B 1k 0 o [ 0 1k 0.1
B-1 535 6 o L] L] 5k 5.5
| B2 1T F] ] H L] LLL) L
B-3% 99 o ] 1 ] 100 1.0
Bl 89 [ 0 ] 0 (4] 0.9
’ B-§ 10 o o o o 10 0.1
B-6 k o o [ [] ] -
8-7 i L] o [ ] L] -
Bt 22 ] [ [ ] 22 0.2
[ TOTAL 8,15k 1,119 10k ho1 H 9,785 100.0
PEr CENT oF ToTay 5.3 11.h 1.1 L 0.1 100.0
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TABLE E - PRODUCEAS ASSIGNED LIMITED BLANKET RATINGS ON P - CRDERS
As of July 1, 1541

Ord Da ::.rm?“
ar te ti or
Nusber | Effective Coveregs Defonse Controls
Ordera
P-1 31241 Crane Bulldera A-1-g Speoified list of materials.
P=2 3/e8/n Machine-tool .
Froducers A-1=n List of speciflied materials.
P=3 b9/ Alrfrases Pro- i
dugers A=1-8 Aating mpplise only to items
on the current prisrities
critical liet and to ocutting
and other tools and equipzent
exoept machine tools.
Pl bfeg s Freducers of A-1-g Rating applies only to Ltems
Alrplane En- on the current priorities
ines and eritical list and to cutting
opellers and other tools and equipment
except machine tools.

P-5 5/26,/41 Crane Bullders A-1-n Bpecified list of saterials.
Make deliveries of products
or parts as decided.

] 5/16/41 Froducers for A-10 Limited to scarce saterials

‘off-the-shelf* Tor defense orders. Quantity
orders required is certified by Divi-
slon of prioritiea.

P-7 6/12/41 Merchant Ship- A-1-a Limlted to iteme on current

bullding priorities oritical list and
to tools other than machine
tools.

F- 6/18/41 Freight-oar A3 Lizited to iteme on the ocur—

Conatruction rent eritical list and cut-
ting and other tools exaept
ne tools.

P=9=a, 6/26/41 Producers of Air-

b, o I
-y Lizited to 1t t
for o 1tems on curren

Fo-d, B/ T07EL Heavy {riuruln eritlioal lilet and

e, I Bamb- o perishable tools and equip-

ers Zent other than machine tools.
Controls, and
Turbo Buper-
chargers
PF-10 £/19,/41 Merchant Ship- AA Limited to items on current
builder priorities oritlcal list and
[Teitjen and to perishable tools and equip-
ook mont other than sachine tools.
Company
F-11 7/1/81 Froducers of Not Bpecified 1list of materials.
Metal Working Bpeoi-
Equlpaent fied
P=12 b/26/41 Alusinum Serap A-10 Quantities not to be greater
Bzelters than requiresents for effec-
tive operaticn of sach pro-
L ducer's plant.
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TABLE F - COMMODITIES

mmgﬁ#nrmuu-mn

BUBJECT TO
Aa of July 1,

Crder
Fuabar

Effeotive
Date

i
or
Mlﬂl

Contracts &

Frovisions

T o

3/

A-10

Freference ﬂun.r may be given to non-defense
contracts but deliveries cannot be made on such
contracts exeept on instruotions of OFM.

ek

Hondafense uses g;:n farence ra s on B-
lavel and en alloeations made reto
based on average of previous coasumption.
Ezgessive lnoreasss in lnventories forbidden.

H-1-b

Covars low alusinus, relazi roen
ﬂmtlun which B-group luu:gi:: ..,t:."'
..

| M-1-a

b10 41

Prehibltes deliveries of alusipus serap for pur-
peses of melting or processing exoept with pref-
erenoe rating of A=10 cr higher, or speoiflc
muthorization oy Direstor of Priorities.

Magrestus

3/e%/8)

Hondeferse contrscts may be filled ocaly by as-
L3 nt of preference ratings, or on special
er.

k-3 Tungaten

3 2e /1

NHondefense deliveries to be made only on basis
of prefersnce ratings or of speaific order,

M=J-a

Assigna B=1 preference rating to contracts for
Erﬁtwu whigh mre used for defenss contracte

irectly or indirectly. Urges use of subati-
tutes for nondefense purposes.

H-4 Escprene

3/28,/81

No contracts te Be filled exoept in accordance
with such directlon to be given im supplesental
orders. Berles of supplessntal orders lsaued
Eoverning dispositlion of monthly ocutput. Heserve
of & par cent of monthly cutput provided for.

ing Bteel

H-5 Bickel Bear-

§/10/%1

Ko nondefense deliveries to te made exoept
an basle af rltlﬁl and oan inestructlon o
Dirsator of Priorities,

| H-5-a

B/10/81

Allogation based on percentage of previous oon-
susptlon and present supplies.

H-E-b

6/17/81

Hazimus allowaols asount of primary nickel to be
used in =selting of niockel bearimg stainless
#tesl shall not exceed %0 per cent of the nlckel
content except with persisslen of the Dirsctor
of Frioritiss. Balance of nickel content shall
be made up from nlokel bearing sorap.

H-& Klekal

5/15/81

A=10

BSpecifio allocations of setal to be made each
month. Ko deliveries to be made to any one with-
cut aworn statesent of his reqgulresents and any
such infeormatlon am the Director of Prioritlss
may require.

R-7 Borax and

Borie Acid

&/ 1/

-8

Derinition of defense contracta restricted %o
Army or Navy contracta. Deliveries to be used
iln sanufsgture of boroallicate glase are glven
preference reting A-9.

5/31/%1

No suppliers shall until June 12, 1941, process
gork in excems of 50 per cent of his m
dslly rate for month of April 1541. On and
after June 12, 1, each supplisr is dirested
to set aslde entlre stook as reserve for futurs

alloeatlon by the Director of Prioritiss.
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TABLE F -WMNWWHH-MlM'N
As of July 1, 1941

Crdar
Husbar

Effective | Rating for
Commod ity Dats F‘ Tense 3 Frovisions
& ]

Gopper ETE TN =10 Deliveries on nondeferse contrmots without pref-
erence ratings may be made after compliance with
E’lﬂﬂl ratings ssslgned to defense contrasts.
eash calepdar month mu refiner shall
wat lllll & quantity te 20 par osnt (or
any other ascunt speclified) of total 11 pro-
dustlon for futurs sllecatlon by the Direotor of
Frioritles. Comssnolng June 1, 1541, all r
owned by the Metals Reserve Company will be
lsocated by FD. Nev contrastas for refl al
oopper on toll basis oan be made only with the
permlssion of the Direotor of Priorities.

Re | T S et
r-.'l.

J pﬂwuilmlu: of mmu-'.'-"" Il|i-gi'.l' 1::1-:::!-

tions regarding shipsents to be lssued

Tino 77141 A-10 Deliveries may be made on nondefense contracts
after compliance with the preference ratinge as-
wlgned to defense contracts. During eaah succes-
#sive month sach producer shall set aslde & guan-
ELty of pime for allocatlon whiah will be de-
termined from tlms o Tlse. [Exospt as lislted
by Lssusnce of fersnos ratl balance of
production shall be sads so tha each customer
shall recelve an soual mﬂmll.gi of the pro-
ducer's commitments to baut no shipaent to be
made 1if 1t lnoreases inventories excesslvely.

M=12
H-13

Tung OL1 Hot Issued

thetic 6/9,/41 Mo produser shall on or after July 1, 1941, de-
ther liver oF process synthstic rubber eXcspt as or-
dered in monthly instruction. Takes over the
sentrol of Mecprems and other types of aynthetle
rubber.

Tungaten in 6/11/%1 Customers shall not place and producers shall
High Bpeed mct accept contracts for Olass B hifh apeed
Breel steel L Clase A high speed stleel 1 reascnably
fulfl ultmr." requirements. In no event may
a ou f place or & car sccept contrants
for Class B steel which will sxcesd in the aggre-
rt- by welght the guantity of Olass A stesl or-
¥ such sustossr from the sase produser dur-
the sass cuartsr. Allocatlon To be sade
l'].l'li- to defenss contraotls, the other conirasts
necessary to dafense, and thea to olvilian ocon=
tracte on basls of progras lesued by DPAZE

=15

Rubber G-20-41 Requires producers to limit total monthly consump-
{oruda) tion to an amocunt mot to emosed the Collowl
percentage of their average monthly mmgt
dwring the pericd April 1, 1540 to Mareh 51, 1941:

per un:

r aen

Septesber 5 por aant
Cotobar per oent
November A2 per cent
Decsaber 50 per oant

Beginning July 1, 1541, sll rubber releassd a:
the Rubber Ressrve uc-tuu will be allooated
tha Director of Pricritisa Ne processcr
acoapt Tubber for lﬁﬂniz sxcass of hias re=
quirements. By li-:l.!-h 3?{:1 l‘ﬂhl-ﬂﬂ-' re-
=1.|I.M to rﬁgt . uwun “ 1y 1541
¥ more per oen '] on I'I.I.I"—
ing M-?ﬂl, m

g All M-orders reguire the keepl

cper reoords and tThe furnlshing of ilnforastilonm as stipulsted.

Defenss Orders ars generally i"uul an (1} Army and Wary Oontracts, (2) Contrsota for Orea
Britain; (3]} Oontraote for any other governsent whose defense the Presldent deems wital to the
dafenas of the United Btates.
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TABLE @ — COMMODITIES Hﬂ EQUI PMENT SUBJECT TO CONTROL l‘r;?llﬂll"l'lll DIVIBION

As oF JuLy 1, 1901 e
Tvre ORDER DATE
ITEWM OF COMTROL NUMBELR CFFECTIVE
ALLMI MM ALLOCAT | OM =1 ya/m
ANT | MONY INVENTORY GENERAL METALE # 5/1/mn
BorAx AND BORIC ACID ALLOCAT ION M- é/9/n
CADM| UM | WWENTORY GENERAL METALS #i 5/1/
CHROMI LM I| WWENTORY GENERAL METALE ¥ 5/1/m
CoBaLT | WWENTORY GENERAL METALS M1 5/1/n
CoPPER ALLOCAT 10M M-3 5/29/m
Cork ALLOCAT | ON M- 5/11/m
FERRO-ALLOYS, ALL TYPES | MV ENTORY GENERAL METALS #91 51/
IRIDIUM | WVENTORY GENCRAL METALS 5/1/n
ImON AND STEEL PRODUCTS I WVENTORY GENERAL MCTALE ¥ 5/1/n
{ incLuDing mOLLED, AND GENERAL STEEL
DRAWN, FORGINGE, CABT- DEL IVERY PREFERENCE
INGB, AND P1G IRON) DELIVERY ORDER 5/29/m
LEaD I NVENTORY GENERAL METALS #1 5/1/
MACHINE TOOLS ALLOCAT I OM E-1 e/
MAGNES | UM ALLOCAT | OM M- 2 ¥ ah/n
MANGANESE OR BP)EGELEIBEN I WV ENTORY GENERAL METALE ¥ 5/1/m
MERCURY | WVENTORY GENERAL METALE #h 5/1/m
MOLYBDENUM | WVENTORY GENERAL METALS M 5/1/m1
NiCKEL ' ALLOCAT | ON M- 5/15/01
NICKEL-BEARING STEEL ALLOCAT 10N M5 Wi/
NONFERROUS ALLOYS, ALL TYPES INVENT ORY GEMERAL METALE W 5/1/n
POLYVINYL CHLORIDE ALLOCAT | ON M- 10 6/9/1
Auasen (cruoe) ALLOCAT | ON M- 15 1/1/m
SECONDARY MATERIALS OR SCRAP,
COMTAINING ANY METAL
SUBJECT TO PRIORITIES
ORDER I NVENTORY GEwERAL METALS #h1 5/1/n
SYNTHETIC RuBBER ALLOCAT 1OM LERS &/9/0
T INVENTORY GENERAL METALS #91 5/1/m
TunwasTEN ALLOCAT 1OM LI 326/
TumasTEN IN HiGM S8PEED BTEEL ALLOCAT 10N M= 1k 6/11/m1
VANAD UM INVENTORY GENERAL METALS #i 5/1/n
Zine ALLOCAT |ON M-11 /1/m
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TABLE H - EQUIPMENT SUBJECT TO ALLOCATION

Mind mum
Rating
Order Date
Object Number Effective m::u ) Provisions
Orders

Machine Tools E-1 3/28/41 A-10 Mo deliveries to be made
except after release by

the Director of Prior-
ities pursuant to as-
signment of preference
ratings or otherwiss.
Records to be kept and
information furnished.
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1540 1541
| mlmth—im|m[n-mﬂ*m M]rhqiw [m-u J sy | Juna ”u“”“‘
TOTAL UNITED STATES DEFENSE PROGRAN *
I I I I | | I |
UNITED STATES ARMED FORCES {Thousends, officers and enlisted
1 3 uz Bl 63 3 a1y 75 22 207 123 -] 55 1
::: and Marins Corps ﬁ 10 10 13 18 il a5 1 7 1 [] 10 16 ﬁa?r
Total sotive siresgih 85 b 123 54 L 49 BT " 9 =31 131 ] 111 1,796
|
| FINANCIAL PROGIHAN
[ [ | I | | I I
ADDITIONS 70 FUNDS AVATLARLE {Million dollars)
Mothly total 586 1| 6,615 9,264 7 69 23,672 Lna 653 | 10,062 | 4832 | 2,708 [ B7,366 | R 49,728
Bx Britlsh orders 5 bl o 68, &7 -3 1o || 20,400 254 568 | 9,968 | 4,755 2,71 |R 7,369 |& ib,009
NN CONTIACT ARARDE
Bonthly total 3,38 433 G472 1,850 1,140 L,906 (| 1,309 1,482 BAL | 1.88% | 1,738 | 1,587 5,303 26,50
Ex British ordars 2,00 | 22| 504 1,403 EE| Laas| 1L.088| 1247 579 | L7835 | Lem| Lsm| saz| zem
Flus pay, sub., travel, sto| 3,43 517| 5,Ma) 2,008 L0 20b) w797 1,608 BLL | 2,04 | 1,93 | L7 s e
EETHLY Ol DISBORSEMENTS
Ex pay, wab., trevel, wis 58 m a7 415 &T7 s, 2,712 ™ ol L] 837 | Roeky | oET e
Ex British orders, pay,
wub., travel, sts 1m 1s2 15 37 bl g_g 1,359 611 572 95 ™5 08| RTH| B840
Bonthly total 554 435 48 a1 581 3,264 Sl6 852 | 1,001 | 1,022 | 1,000 | 1,087 83010
® Dmta are as of the aloss of the mekih or wesk nearsst svallable date.
I Prelisisary data. L Hevised data. B.n. Data mot aveilabls.
For additional focimoies ses page 13,
(Comtiomied on Hext Page)
CONFIDENTIAL +++
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DEFRNSE PROGRESS SERIES (Cootimasd)
1940 loal
- L]
July8| Aarust Septesber October [ovesber Decesber| paiei [|Jsmsary February| March | April | May | Jume Pm““
DBJECTS
ATRFLANES, ENGINES, ETC. (Hillion dallars) o
Additional fusds availsbls 1,634 2| 2,200 » 183 159 4,613 AL n| 2200 1,53 & 3,238 1,728
Hew contract awards =2 =57 AL &0 463 i 3,343 11 ] 158 o3 &3 2,171 G, B2
Momthly cash disburpssents 150 100 EE £ 93 T 636 108 177 8 93| B | B4z
MAVAL SHIPE & PARTS
Aditional fusds available b ] | 51T ] o 6,071 0 a 522 0 143 (] T
Hew contrmot awarda 1,207 13 25590 L ) 475 &y 428 a8 1L o a7 1 L52 5, 000
Bonthly eash disbursesents b X dndy &0 &3 4 255 6l HE ) L] 8 [ &2 & esn
| ORDHANCE (Inol. Nawel Ord.)
idditional funds svallsbls I 20| 145 1,758 &7 7L 4,359 w0 43| 2,982 1,05 286 8,225
Hew oontreot mwards 347 19 1 3 17 281 2,303 18s 143 B3 L ly L] by T8
Wonthly eamh dlsbursesests &2 & 54 &0 = o - 38 13 unr| 2 E qa1
OTHER, WONITIONS
Additional funde aveilable 75 ] 28, 20k 1 & 8T 1 3 e 336 i 568 z,008
New contract swards 46 T4 9 im n 8 439 13 24 L n % 285 LR
Monthly cash disburssssnts it 23 L 18 19 L k1 L1 b 53 48 B 52 &2 390
TOTAL WUNITIOHS
Additional funds aveilable | 3,450 A9 4,05 7,538 29 26 | 15,915 115 TT| 5,252 | 3,008 354 | 4,009 7
Hew contract awsds 1,509 169 | 4680 1,22 1| 1,188 10,523 e 241 975 450 & 3,87 | 17,7%0
I Moothly cash disbursesscts 258 3 208 235 254 1,37 386 53 a7 e | RITT| RIATR
® [ats are as of the closs of the sonth or wesk mearsst awilable date.
B Pralisisscy data. L Ravised dats. Bet. Duta mot svailsble.
For sdditiomal footootes ses pags 12,
{Comtimed on Next Pags)
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DEFENSE PROGRESS SERIES (Continued)
1940 1941
JulyR| kugust F‘vl-h{ Dotober | Novembor| Decenber Lﬂ“ January |February| Mareh | April | May June ]inmm
I |
MERCHANT SHIPS {(Million dollars) *
Additionnl funds available L4, 1 3 BT 2 100 260 7 380 633 179 0 100 1,560
New contract awards 29 1 3 10 3 100 L6 T 2 ' BO09 0 L9 1,462
Monthly cash disburssments k) 2 19 18 20 16 134 17 15 20 19 25 223 E 289
INDUSTRIAL FACIL.-COMS., BOUIP.,& REAL ESTATE L
Additional funds availsble 558 25 735 3z -4 120 1,756 173 60| 1,377 948 | 1,068 499 5,880
Hew coatract awnrds 110 30 ] 360 109 274 1,152 361 155 23 BO A2 mm 2,761
Monthly. cash disbursesents 52 26| 28 29 26 40 201 o8 79 a7 116 15| 2150 Bepan
INDUSTAIAL FACIL.—COMSTROCTION ONLY o
Additional funde available n.a. DA, n.a, B.a n.a n.ed £330 Rso| R200| R133 L m 269 1,607
New valus in place n.2. n.A A n.n M8 n.nJ 124 2 76 52 &3 10 1ow 575
POSTS, DEPOTS, & PORTIFICATIONS !
Additional funds available 72 0 683 B o 0 1,458 0 0 932 LLb 261 522 3,659
New contract awnrds 230 54 B& 158 12 Ti L a8 BS 530 248 21 333 25212
Monthly cash disbursementa 8 n 30 58 88 128 346 175 231 150 181 17| R1T1 || B 1,469
HOUSING
Additional funds a ble 32 o 100 150 o a 282 a o 5 o 155 "] L42
Naw contract amards [} o 10 35 3 29 105 26 23 20 54 78 23 275
Monthly cash disbursementa n.h B.he Ol n.a Dy Dalla Y Nl y n.84 n.n | AL Belly n.A. Ol
STOCKPILE PROGRAM
Additional funds availabls &0 +] 3138 1oz V] 3 503 B5 =3 170 » 160 B 26 B 980
Hew contract awards 52 63 45 3 20 L5 248 8 93 19 13 57 1 470
Monthly cash disbursements 2 & 1 1 9 1 50 15 12 26 3z 15| EBExn| Rim
#* Data are as of the closs of the month or wesk nsarsst avallable date.
L Prelisinary data. I Rovised data. o.a. Data not available.
For additional footnotes see page 12,
(Contimued on Next Page)
CONFIDENTIAL --- 3
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I 1940 - 1941
month 12 montl
July®| August hm;!mw November|Decestar | 4401 Jamuary | Februsry| Harch April iy Juna Lotal
OTHER EQUIPVINT & EUFFLIES {Million dellars) ®
Additional funds availsble 5l 6 3 bl 0 ¥ 1,516 &3 174 [ 1,388 sl 1m0 29 63z
Hew comtract awards 4af ns s 256 106 15 1,246 106 L ns 3a EL Ve 1,749
Monthly eaph dinbesrpessnts 143 a2 8 90 98 n3 506 19 u1 b1t 14 wr| Rie | Ri,nN7
PAY
Nenthly total
Additional funds awsil, 638 a o A0 0 a 1,047 o ] 48 ks ASé [ 1,38 2,808
Morthly cash disb. [ L L] k3 B0 ] Fir 57 109 122 18|  LT| B15T | B1,a0
urmum funds weail. ug 0 ol - Mo o ] ko] o [} ] o 6| 1208 1,95
Moothly cash dish, u 3% ¥ &2 b 50 us a ] ™ 50 100 | B 1% 1 'ml
Ha ;
Ed.‘l.l-l.w-l funds avail. 83 o a 2 a i} i3 ] L] 48 Q w17 o T8O
Monthly sash disk. o Fol = e » k-3 m M b " £ ¥| Rop) BEMs
SURSISTENCE, TRAVEL, MISC. i
Additional fonds aveilable LB a 6 oy ] & | & B35 5 =3 259 u7 BY| R&S6 | 21,920
Moothly cash disbursessats 16 20 15 a2 4 24 120 » ] » 51 58 E B3 B
VALDE OF FACIL. O APPLIC. FOR CERT. OF MECESSITY 2
Total ' 1,081 1 T8 1s8 153 Lyiili
ippinsed 'Tﬁnh funds | "23 7] ™ T ax a5
Approved, publis funds 4 0 ] b 5 H 200
Fending sach momth L a8 23 =l 387
oErmise wousug (Mumber of dwelling unite) *
Moothly fusd allsoaticss 1,460 5923 a7 00| 4,280 6,795 Eicl B TR | 20,613 5487 16,103 767 | 4,28 | 110,
Biw conatraction scmtracts | 626 1,62 2,99| 10,u88| 5.3 7.8m| 2 6,264 | 5,049| 8,276 | 17,008 6,910 6.use | T8,
Constr. oompleted im mamth o ] o a a &5 9| 1,201 2,9%9 4 v Ted5e | 2,
® Dala are as of the closs of the sonth or weak nearest swailable date.
= dnta, I Novised data, o, Data pot evellsbls.
Por addl footnotes ses page 12,

(Contimued cn Hext Pags)
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NUMBER 50 CONFIDENTIAL -+ - 5
DEFESSE PROGHESS SERIES (Comtinued)
1540 1ol
b menth
Julyh | August Paptesber) October (Noveabar | December| yovyy ' | Jamary|robroary| March | april | way | e |22 20
| PRIOHITY CERTIFICATES & KITENSIONE (Wb} ®
It is setimated that 50,000 certificates and
Mo, lesusd soathly s Bot dsoluded in the total, were gramted (g 74,709 67,438 74,45 67| 290,04
1940 and February 1941,
AGENCIESR
. 6. MILITARY (Million doiiars)®
ARMT
Additional funds mvell. 2,617 0| 4,38 1,97 a o 8,577 a 175 87| 3,896 o| T 0,346
- el mo| 10| 1,008 &7 69 | s 1,062 im T 1,113 9,
travel,; ate. A
Monthly cash dish. 1 w| el w| w| wm| Ym| vz B B & | % 23
HAVE
Additional funds avail. 2,083 9] 1,07 6,797 a o 9,906 a o| 2,109 6| 1,133 o 13,524
Hew contracts+pay; mub.,
traval, eto. 1,514 07 2,99 a7 226 m 5, 056 168 204 1,00 420 s00 [ 1,738 9,916
Monthly cash dish. &7 us L2 10 m S 206 192 FL T = 30| Bxm| B2
TOTAL
Additdonal funds avail. 4,700 0| 5490 817 a o | 18,33 o 15| 2,796 4% 1,11 | 721 33,870
Now oontrmoteipay, sub.,
travel, eta. 2,098 T 4ET | 1,098 83 | 1,332 lo,T82 | 1,230 243 1,809 BET | 1,633 i.m.; Am,ﬂ
Montsly ceah dish. 15 212 23 b »7 438 1,608 &7 G55 i a0z TS 835 130
® Data are as of the olows of the sonth or week nearest aveilabls date.
B Prelisicsry data. E Hevised data. Eais Dets not avellabls.
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DEFENSE FROGEESS SERIES (Comtimasd)
1540 a4l
& month 12 month
July® mb»mm Bovesber| Dectember | total | Jumsary | Febroary Meren | Aprid iay Jana total
|
DEFENSE AID |Land-Leass) WMillicn hum]'
Additional svailabls 7,000 ] o of 7,000
Eaw alloostions 3,7T% s 00 | 5077
- 0.rs [ MeTs
Eonthly omsh disbarssssnts T Ry B 26
MARITINE COMMTASTON
Additionel funds availabls 154 ] a o a 154 ] 415 180 ] o a5
Baw sonbtracta Bl B.8d Bl Bl Tala B, Ml Bl s B.ad 810 o @ an
Monthly cash dlsburssssnts ] 13 1n 12 14 ™ 13 9 15 L WB| Eig| Raiss
EFC AND EURSIDIARTES
Additiceal funds avellsble o a ) na -2 108 12 254 L 161 185 | 120 B2y |E2,TH
How comadteents o 55 F & 7 a2 [5F] 103 12 38 a £ 12 i.m
Momthly cash disburpssests 1 3 L 1z 1 2 0 FE] Fe &1 | R m
BRITL& DEpes
Additional fands svailable | 1,282 1M 471 m 09 F7) 3,192 FL a5 100 &7 u -23 || N,0b8
How soatructe | m| m| | w| w| e 24 85| 100 o u| =l e
Bonthly eash disbursssests ar 1 1™ 176 | 1% 179 130 157 104 W| =g Pﬂ.m
OTHER AGENCTES
Additional fumds svailable 550 a 100 k") [] o L ] =3 5 198 ki) 151 | 1,646
Hew £ 1 1 Qa Al a 1) o o n n e i 'scz
Mocthly cash disbursssscta 3 7 13 15 = 2% 8 2% 35 k- 2 58 2 B U
® Duta are as of the closs of the sonth or wesk mesrest aveilsbls date, Beis Bot availsbhls.
-] data. I Faviesd dats. Bar. Dats mot relsssed.
For additiosal fectootes ses page 13,
(Comtimed om Maxt Page)
CONFIDENTIAL -+« B
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DEFENGE FEOGHESS SEAITES (Contimued)
Nosth .
mrlmmlbpt-qmm}m|m :__-er-h—qi hrnt'l;rl.l| ay Im Ililmu
DEFRIGE EQUIMNENT INDEIEY #
T T ] T

PRODOCTION RATE INDETES {Indexes, produstion in sobeduled peak mesth=l0o)
ilitary airplases 1.0 11.4 10.0 13.3 6.0 13.6 11.9 2.7 23.7 7.0 B9 M. | E a9 .4
Combmt vebiclesa Fialls Mol Malls e, Dlalla Balis 7.9 19.1 1.3 11.% 18.1 25.2 | £ 31.8 12.9
Combat vessels 17.7 7.2 18.6 20.7 .7 .1 19.5 8.9 6.0 8.9 1.8 3.5 | EXdd 25.2
Army-typs guns, total Balis LN Balis Rels Dl Reiks 15.5 2.0 b 28.4 . .4 | L 38.7 .4

[ n.a, Bl Dl Bk Nefia 3.7 Tal 5.7 .3 118 1.3 | E15.0 T+l

intisiroraft pms Dula Al Balls Mells Baks L 10.8 19.7 1.4 19.1 2.6 28.1 | I W1 17.8
Iefantiry-supporting pms fel, n.n, L. B, Balia Bakia 16,4 .6 25.0 0.3 3.5 3.0 | L 36,2 23.8
Marohant ships Buw.s | fws| 2ua | By | 2o | BLafleng | 2. |28 (g1 |219.7 (23003 | 2200 |2 L9

TOTAL PROPUCTION INDETES [Indazan,
Hilitary airplanes 0.5 1.0 1.8 2.0 VK] 9.2 | E10.7
Combat wvahislss Bals Tl Hala Balis 5.8 7.3 | X 9.2
Combat vessals 5.8 6.3 L% T5 Lz 131 | E14.1
Army-type pme, total fan. e i Bl u.7 13.8 (& 160
Fiald astillery Bafis Bl Bale LELE 3.7 4T |E 8.9
Antisiroraft guns Dalla Ok Dl felie T3 8.7 | £ 10.6
Iafas puna el B, Lt Dals 16.4 19.2 | E22.0
Merohant akips 2 0.5 21,0 2.5 231 263 a7 283

§. 5. INVENTORIES
Military airplanss Bk, ks o Beks 2.6
Combat wehiloles Ml Talls Bl alla 2.0
Comtat vessals, daliversd Ball. Balia Balks el ¥
Armp-typs pans, total LR LRLE Dalia Haile 0.4
Flald artillscy M.l LN Bl Oella G2
Aetdlaireralt gumn Tl Elalia a Ml Bl .5
Infantry-supparting pas B.a, Babs .k, Bk, &b n.e. n.a n.a. B.a.| 130
Marzhant ships F.a n.-..l Bels Dallis Baks Tielly Dulla Halis Balis Bl

*® Data are an of the closs of the sonth or wesk cearsst swmilakls date,
L Ravised data,
{Comtinued an Wexi Page)

2 Prelisisary dats.

For additional footnotes sse mgs 12,

f.t, Dmta not evallable.
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15 1542
m|mhm"”|" sar | Decasts :_q|nhm71m[1pﬂ|mlh
DEFEMSE EQUIFMENT INDEXES »
T T T T T T T T T
| SCHEWLED FRODOCTION MATE INDEIES (Indazes, production in seheduled peak momthe100)
uhj_;.%qmn ﬁ.g ﬁ: gq 1%.1 ﬁn.g &7.8 5.9 m.g a5.8 9.5 92.9 IH_;';
t . y f ¥ s K 0 " 2 A k K
Coabat vassals 2.6 54.5 55.3 o ﬁ..t E.ﬂ E-! E.E N ] RE 'Triqi grl
Army-typs gama, total 62,1 .4 b 94, 100.0 62.9 9.4 TT5 T2.2 8.4 65.0 47.5
Fiald artillery 26.3 1.8 57.6 8.2 5.9 65.2 2.5 1000 Thod 61.0 53.3 5.9
intisiroraft guma k- .9 456 8.5 5.0 68,7 8.3 9.3 9.2 b 5.6 100.0
Infuntry-supporting guma 62,9 Bl LY 1od.0 95.8 43,9 45,9 460 6.9 454 Aded 7.2
Marchant ships 29.0 5.6 4.0 .w.ul 55.5 62.9 6.4 ook #1.0 8.0 9.8 7.8
T ¥
VAUENLED TOTAL FRODOCTTON INDEIES (Indexen, cumal, since July 1940, progras requiresests=100)
Military alrplanas 1.4 .3 16.3 18.5 1.0 3.9 o1.0 0.4 T ¥.8 41.7 45.7
Comtmt vehlolss 13.5 1h.9 il.9 7.8 3.5 R4 af.2 0.9 56,1 0.5 Gl 8 .9
Comtat vasnaln 15.3 16,8 18.4 20.2 21.8 2.8 254 27.2 9.0 3.1 3.3 5.9
Army-typs guma, totgl 0.2 3.1 3.6 3.3 &2.0 45.6 49.6 5L.1 58.2 62.1 65,8 6.5
Fiald 7.7 11,9 15.7 19.3 3.0 2.4 .9 ¥.b s 48.7 2.1 5.3
intisireraft guns 12.6 1.3 16,5 19.0 2.4 29.8 5.9 .3 3.9 4.7 44.5 1.4
Infax ans .8 M3 4.7 A4 56.7 0.7 6.7 67.2 0.8 Thed b .7
Marchant ships 9.7 1.3 13.2 15.5 18.0 a.0 24.2 - n.e 3.7 40.0 &he5
1942 1943
SCENLED PRODDCTION RATE INDEXRS (Comtinusd) :h;mhm]ﬂIhﬁun?l
ilitary airplanss L5 100.0| 9.1
Combat wessals 8.6 5.1 9.0 9.7 9.0 100,0
Merchant ahips 100.0 98.7 1.6 95.2 91.3 B4.0 85.8 89.3 8.9
SCHEULED TOTAL PRODOCTION INIUTES (Comtinusd) (Indexes, cuml. simes July 1940, progras requiresssts=100)
Nilitary slrplenes 49.8 4.0 58,1
CZombat vessals .3 40,8 435 b1 ﬂ" L7
Barzhant ships 45.2 53.8) . .8 i 1.1 5.1 T 83.0
£ Ravioed data. 8.8, Data not avellabls.

4&hmu#ﬁﬂu-nfﬁq?w“um|nm&:ﬁh. B Proliminary data.
. Coutinued oo nexi oege)
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DEFEMSE PROGHESS SERIES (Continued)
I 1940 1941
N | 12 month| Total
July August |Beptesbar| October | Hovember| Decesber| Jamuary | February | March April | May Juna total | Progres
& STOCKFILE *
— Parchases n| 6,250 0 o 0 o 3,306| 19,535 23 0 of somfamem| ;a0
%mﬁ tona) Delivariss o [ 0 0 0| 2,35 o 3,90 £-1 489 250 1 7,295 X
CHROME QRE(thous.- Purchasss 95 46| ] 20 12 100 £ 54 95 9 1ns £g 24 300
long tems) Daliveries 27 & 0 2 23 a2 =N 2 4 23 18 ] 173 *
n_?m - Purchases 768 3 T oo
thous. carata) Deliveriss & 0 & ¥
MANGANESE (thous.- Purchases 225 Thi 475 162 4L 163 150 3 b7 &7 00 35 £3,29|  ang
long toms) Doliveries &5 15 2 10 16 5 43 26 &0 47 29 10/ 28 ¥
MANILA F = Purchagea | 25,590 o 0| 6,800 11,200 7,906 8,000 8,000 4000 | 8,000 8,000 8,050 99,546 287
balas Deliveries| 23,490 o o 2,100 0| 7,006 6,750 3,550 4,650 350 | 7,806 | 14,995 70,696 | %
- Purchasens 0 a S 000 750 1] o E =750 1) Q 1] a 1] 5,000 10.000
Emm; Deliveries 0 0 o 0 o 550 500 0 500 o 500 ol 2,050 s
% - Purchases 0 o o o 547 0 642 | 2,554 302 | 2,205 |B-1,05 387 5580 10 ano
thous. lbs.) © Deliveries a o 0 o 0 o 238 234 0 587 522 708 2,288 v
ARTZ - Purchases | 19,700 0 o 0| B4,4T0 o o o 1‘-&,9@ a o Ol 99270 || oo 000
1ba. Deliveries| 13,224 | 1,797 1,362| 1,912 1,300 BAL 7,989 5,057 | 10,694 635 | 4,134 3,480 52,489 i
- Purchages 723 | 3,000 o| 3,500 0 a 0 + 0| 423 0 0 o 9,200 65400
thous.advp.os.) Deliveriss 723 o o 100 300 o 1,400 900 B77 800 300 | 1,085) %685
- Purchases | 53,878 | 39,667 31,442 | 23,924 10,402 | 5,773 | 20,035| 13,146 | 11,732 | 25,932 3,212 | 21,542 262,685 07,000 |
Elm[g tona) Deliveriss| 32,437 | 9,304 10,946 | 2,565| 30,417 | 19,610 | 29,186 | 17,230 | 5,719 | 21,478 | 6,452 | 20,658| 206,002 ’ f
. - Purchases | 10,348 | 2,136 14,606 0 2,095| 5,905| 29,330| 36,000 o 0 0 0] 100,420 | 0o o0
m(’m tons) Daliveries| 5,861 1,3 3,981 | 1,080 4,075| 4,490 6,055| 2,90 4,010 4,008 2,25| 2,208] 42288
- Purchases a2 | 6,695 1,667 o| 2,083 1,500 0| 18,58 0 o| 20,634 1,850]%67,294
e ) ol L 6,067 n| 9| el lm 10| kg 2| en| sm| s.en| 1300
ESTIMATED TOTAL COST (Thousand dollars)
e remime £268,218 | 80,524 | 18,668| 16,065| 51,811 14,580] 469,866
Purebases withoat axoess B250,276 | 1,701 9,530 12,942 4,673 9 338,752
L3110 87| 9,097 17,260 |
Data are as of the close of the month or week nearest availabls data. (Contimed oo Fext Page) For additional footnotes ses pags 12
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DEFENSE PROGHESS SERIES (Continued)
bt 1941
July August |B|pt-blrr Oetober |Movember | Decesber | January | February | March April May Juns
ECONOMIO ACTIVITY RELATED TO DEFENGE #
| | I I | [ [ | I |
FED. HES. ED, FRODUCTION INDEXES (Indexes 1935-39=100)
4 Eimi| E
industrial predustics 1 121 125 129 133 139 | 140 141 13 150 | B 156
;ﬁu -m::':lm 132 135 146 150 154 165 170 172 170 ﬁg E17 | paigs
Nondurable memufactures 12 112 112 116 120 124 122 123 127 131 ;__‘-135 B 137
Minsrals 120 13 116 13 118 119 1sa 118 125 101 127 B 132
. FOR. & DOM. COM. MPOS.
Chnie. SalPRENS. TVANOAIES (Indaxas)
orders 19=100 127 130 164 172 171 172 176 189 194 196 | X 207 B 235
Frfereg ooy Eﬂn—m; 17 124 145 L6 18 152 L8 159 165 172 [r1s0 | p1so
Total inventoriss 12/ /38-100)) 109.2| 110.9] 2.2 14.4| 16.5| 119.3] 120.8| 1211 12|  123.6| T 126.3 | B 128.3
Durables inventoriss Eiz Ja-mug 111.9 115.4, 1u8.4] 121.2 124.1 127.9 129.7 130.7 131.8 134.1| £ 137.4 | B 139.3
Hondurables inventories(lz/31/38=100) 106.4 106.0 105.5| 107.1 108.5 10,1 111.2 110.8 111.8 112.2 | £ 114.4 | B 116.6
BLS PRICE INDEIES (Indaxes)
Etratagl tarials (B/39-100 123.6 12,7 123.2| 125.3 126.5 125.4 126.1 127.6 132.1 136.5 138.7 138.5
Grit::lna::.-mh (c,-h-m 107.5 106.6 lo7.8| 110.1 110.0 10,6 1.7 1.4 112.0 112.5 113.5 11,8
Baslc commoditiss Esfmm 108.5 106.4 109.3] 112.1 116.6 117.6 120.5 1.3 129.6 136.6 Liz.5 1463
Mechine tools 8,/39=100) 108.7 108.9 109.4| 109.3 109.8 112.6 14.6 115.1 115.1 6.4 117.3 nua
A1l commoditiss Emm-mu; T7.7 Tl T8.0 TB.7 .6 #0.0 BO.8 80.6 2.5 83.2 8.9 &7a
BLS COST oF LIVING INoEX®1935-39=100) 2 100.3| R 100.0 100.4| 100.2 100.1 100.7 100.8 100.8 101.2 w2.2| 102.9 104 4
HATIOMAL INCOME (Billion dollars, anmunl rate)
Total incoms payments 5.2 "J'E-JI 7.2 'ru.nl 8.5 80.1 a1.7 m.uf 83.3 n.al uﬁ.n] B8.0
FEDEFAL DEBT (Billion dollsra, snd of month)
Net public debt B u.si 41.4.] J..L.&l ﬂ.z] 1.2.4’ J.L.].[ u.lr u-ii ““'l u..[ L5.8 [ 6.3
* Data are as of the olose of the month or wesk nsarsst availabls dats.
E Preliminary data. I Revised data. n.a. Data pot awilable
For additlonal footnotes see page 12, (Contimusd on Next Pags)
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DEFENSE PROCAESS EXRIES (Contimued)
= = 1940 JLINY
July kagust |Beptesbar | ODolcher |Novesber | [ecssber | January (February Marek April My Juns
TRANAPORTATION AND POWER {Weakly averngs)
FPralght carloadings (thousands) T 930 T, 'Y LT GA0 (-1 TO& 944 =] 5 F] ]
8 for axport Ed-i,r-"-nl-u]lﬂ 1,502 1,656 1,597 1409 | 1,08 1,329 1,12 LN | 1,m2 1,504 147 1,441
Fralght-car mirplus thousanda ) 133 104, 74 -] o 19 110 a7 TL 150 = n
Box oars 57 (1] 1 a7 n L] 43 k- o2 kY X X
Coal cars &7 o iy &5 A 57 o n Fi ] 19 14 17
Elsctrio powsr prod. (mil.kw.brs.) 2,70 | 2,M0 2,796 2,98 | 2,9M8 3,058 5,080 oM | 2,957 3,006 3,05, [ 23,08
LAROR DISPUTES
PLANTS WITH IMPOETANT
Wasber sirlkes in progress B n.nd Aol iaid Malie . 11 15 xn 15 1k 1
Forkess levolved |ithousands) Baka Dl Balis Bk Balis [ 26 40 5L k] =5 L
Man-deys idle thousasda ) Bals A4 Eialla Dalls Balis Balls L by ] 238 18 103
ALL INDOSTRIES 4
Busber ptrikes in progress %0 L T Fat m 7 330 65 Fri g 524 R 70
Workars inrolved (thousands a3 50 ioé un 102 62 109 125 17 S61 m B s
ian-days Ldls { thousands 486 Toh o G5 T4 A5E b5 :L,mll 1,548 7 05 2,250 | B 1,98
RMFLOTMERT 4 (Thounsand workers
Total clvil nomagrical & 35,454  35,902| 36,528 36,867 3,085 | 37,608 [ M,631 | M908 W0 ] 37,60 | 3,278 B OM,T90
::_ -ﬂfﬂﬂt 3 1,659 1,708 1,689 1,78 1,78 1,855 1,894 1,093 1,74 1,607 1,479 1423
ansa
Private, 17 major industries 1,660 1,719 1,73 1,839| 1,901 1,972 2,03 2,08 2,173 2,29 2,00 | B2,400
Friv. cmtractors, jub. consir. 13 L 120 90 42y Al 231 450 410 g
Total dirsct defesss LE lﬂ il.,é;; Iﬂ iﬂ 2% Eﬂ Eﬁ 1£ ﬂ: i
Y R
Doap-sea Snrvineat vepsols b i 52 sl m| Vel s w| 2| "mn| "= 5
URESFLOTMENT (HICD sstimate) (Monthly tetal)
Buaber of wnsmplayed i.sﬂ| 1'.u.3| s,m| a.ﬂjl 7,066 I b, bET | 7,367 l 1.m| 6,107 | 8,412 ] 1,1|=|

® Data are ss of toe olose of the sonth or wesk mearsst avallabls date.

I Preliminary data.

£ Ravised dsis.
{For Footnoten ses Naxti Page)

B.u. Deta not avdlabls
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FOOTNOTES

L pats farniaked by the Office of the Defenss Housing Joordizster.
Z Dmta furnished by the Buresa of Laber Statistics,

2 pata formished by the Works Progress Lémimistrsties,

& peta furnished by the Maritiss Cossission.

& raly dats are cumilMtive totals for the perisd snding July 31.

They includs appropristions ssde prior to July for flsa
1941 snd orders and disborsssents in this sountry, sizoe Decesber
1979, by the British Purchasing Mlsslon and the Mislatry of

fnlgplag.

L]

L this total 1n lasn then the mm of the scathly figases by $2i
mlllion, whisk represants & payment to the British Purchasing
Nission by the Defense Flamt Corporstlom.

£ The February dats are cumalstive and includs all certificates of
pecassity granted prier fto March 1, 1941,

2 pesilittes Flnasesd through the Heconstruction Flnases Corporatien,
Emargency Flant Faoilitiss, snd Governsent Supply Comtrscta. The
sntirs coet of these facilitiss is ineluded in

Gont., Buado., & Besl Estate atovs.

iswusd betwssn February 17, 1941 and Mareh 39, 1841,
£ Wlcostlons of funda to parchesing agesoles or departsents.
£ Raflects cencellation of comtrmcts to this ascunt.
B stocks to this smount relessed.,
1 peduction dua to correction of previsus report.
4 naflects n:uu._druuk-lr-hu-l;.nm.
 paflests recaloulation of ore sontest of previsusly deliversd stock.
B pata are as of the 15th of the sonth.
B gross publis debt minus telance in the genarsl fud.

& weskly figures are sade up from thres ssd four day avernges
daily oar unlosdismgs for sxport st Atlsntle asd Qulf Porta
figures are weighted sverages of all the thres asd four day
iag istarvals within the mosth, Dalsadiegs of grain snd coal are
not imoluded becamse thess data are pot availabls.

i

& The March figurs is & cosulative total of all recorded OFM priority S 411 data, save thoss for WPA ssploysect, are as of the 15th of the
eartificates and sxtensions lasusd batessn Bovesbar 6, 1940 aed montl or pay period searsst the 15th. WPL smployment is as of the
Marsh 29, 1941, and all recorded AMME certificates and sxtemslons second Thursday of the msosth.
& The Jummry data ase comulative flguces. 3 mis i Lo sxcess of the reccmmssded progras.
For Teckmical Notes ses following pages.
CONFIDENTIAL =+« 12
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TECHNICAL

Undied States Armed Forosp includes regulars, mll retired sad reserve
men and officers on aotive duty, Mational Quardsmsen in Federal
service, and Selsctive Service trainess.

Additions %o Funds Avallable includes estimated cost of tomnage
sathorizations.
Ie= Coptraot Awerds includes some letters of intent.

Eto. includes Army, Havy, U. 8. Coast Cuard,

Defense Ald, and British programs, for airplanes, engloos, parts,
and accessoriss.

Havel Ehips and Parts includes the U. 8. Navy and Coast Ouard pro-
ﬂm!urthnmtrwtlmaﬂduﬁntmmurunllhipllndwtl.

Ordpance includes Army, Navy, Defense Ald, and British progreas for
ordnance, including naval armor, combat vehisles, and fire comtrol
apparatus.

Other Mupitions includes the Army Chemical Warfure Service, activities
of the Corpa of Enginesrs, sxcapt construction; the Signal Corps,
Quartermaster Corps transportation equipsent, Army edusational
ordars, and Hatlonsl Guard supplies; Navy Buresu of Havigation,
Naval Supply Account and Marine Corps nctivitiss exclusive of payj
Defonss Ald miscellsneous military equipment; and British orders
for chemicals, motor vehioles, snd animals,

Shipe includes the reguler and esergensy programs of the
Maritise Cosminsion; Defense Ald vesmsels, and other watercraflt,
end British orders for ship and marine sguipment.

Eacilities—Cons., Equip., & Besl includan the
Teonesses Yalley nitrate plants and power fmcilitiss; the Bonnaville
powar facilitiss; and new facilitiss financed with funds of the Army,
the Bavy, the Recomstruction Finsnce Corporntion and its subaid-
laries, the Dmsrgency Fund for the Presidsnt, Defemss Ald, and the
Maritime Commaission. This program is an incomplets messurs of the
volums of new dsfenss industrinl facilitiss since it does mot include
privataly financed sxpansios.

Epets, Depots, & Fortifiostions includes land for and comstruction on

NOTES

Army posts, depots, and other noaindustrial structares, ropair of
arsenals, snd Senconst Defense; conwtruction and maistenance of Mavy
bases, statlons, yurds, and docks; 0. 5. Coast Quard shore facil-
itleny the Pansms Cenal; defense construction by the Public Build-
ing Administration; airport comstrustion; mnd nomindustrisl son-
struction by the Army and Mavy financed through the President!'s Fund,

Housing includes dafense housing under the Federal Works Agency, the
USEA, Defense Homes, snd the President's Housing Fund.

Stockpdle includes the stockplls programs of the Recenstrustion
Finance tion and subsidiaries and the Treasury.

Qther and Supplies includes other equipment snd supplies for
the Army Corps, miscellansous equipsent, clothing, equipage,

and regular supplies for the Quartermaster Corps, and saintenance and
oporation of the Army Mr Corpe; other squipsent and supplies for the
Havy Buresu of Medicine, clothing, supplies, fusl and trensportation
for the Havy, and maintenance and oparation of nawval ships mnd air-
araft; purchases of agrioultural end other comsoditiss; and British
orders for sgricultural cosmoditles and other non-materiel items.

Pay ineludss military and executive pay roll of the Army and organized
roserves; the Navy, Havel Reserves, und Marine Corpsj Selective Ser-
vice; U. 5. Coast Quard; and civilisan national defense agencies.

H.E.i.mm Iravel, Misc. includes Army subsistence, travel, and

ldential expenditures of the Quartermaster Corps, miscellansous
sarvices and schools, nonindustrial expenditurés, the Citizenn'
Military Training Casps, and the U. 5. Military Academy; Havy msab-
slatence and travel, miscsllansous items, and naval training stations;
FFC working capital loansj the pilot training program; Federal
Security Agency defense astivitiss; President's Emergency Fund for
the Army snd Hovy mot elsewhere olasaified; miscellansous sxpenditures
of the Coast Ouard; defenso sxpenditures of the Depurtsent of Justice;
the Natiomal Advisory Cosmittes in Aeronsuticsj Defense Add testing,
sarvizes, repaire, and adsinistrative exponses; and sdministrative

expenses of the British Purchasing Mission.

Muvy and Jotal U. §. Military Program include the sstimated
ooat tonnage muthorisations.

(Continued on following page.)
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TECHNICAL MOTES (Continued)

Maritiss includes the regular and ssergency shipbullding Exivate, 18 major Andustries insludes abrasives; mero
programs of Maritise Commispion. engines) mwu%ﬁ_ manufacturss; assunition) blast fur-
naoesj steal works, and rolling mills, brass, bronses, and copper

products; eleotrical machisery, apparatus, and suppliss, explosives;

& Subsidiariss includes the Reconstruction Finance Corporation
the Defense Plaat Gnrmr::tun;h:ﬁ;:a Supplies Corporation, firearns o foundsy S Su :l:wwmm ia;utm-n:; machine
wokae i s Tem— i ductsy shipbuilding; sselting and refining—copper, lead, and sina.
Qther Agencies includes defense sotivities of the Coast Guard
Tennessss Vallay Authority, Bonnevills Dam, Panemn Canal, Publio BEE.;:‘ L pub. .E&HE‘. inoluden 1:1 t::r-u n:ntrw.:m
Buildings Administration, Federal Works Agency, United States opt ships) by private ccotractors Army, Havy, other
Housing Authority, Defense Homes, the Tremsury, Federal E;-;wi.tr Federal agencies.
Agency, Department of Justice, Selsctive Service, Office
Ihlr;u:nr Management, llt..'lnnﬂ'. Advisory ﬂ_.lth: for Aeronsutics, Fublic m includes civilisn smployment in War Depart-
and the various President's Defense Funds. ik o :r_-::.i-$ ship ﬂﬂ-m'ﬂ:ﬂﬂ and repair in
!ud'l I““ agagum mwuﬂu
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