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FOREWORD 

Throughout tho past :roar wo have 
presented oaoh • eok--with two oxcept1ona­
a report on Defense Progress. 

In thia, tho !1tt1oth laoue o! De!eue 
Progreaa, w at.te11pt 1n Part A a renew of 
t.he !irat tweln months of the defense pro­
cru. 

Because ot the acope of the program, 
thia renew la necesaar!.l7 a bullc7 one. It 
11 int.mded aa a reference TOl\lllO aa well aa 
a current survey o! tho firs t :roar of the de­
!enso etrort. 

I.n ap1 to of tho l•ll8th or Part A, our 
treatment ba' noceoaarU:r been aoloctin; 
800M pba ... or the defense progru and their 
l.llpac ta on our ecODOC117 ba..,, been troa tod in 
~ fashion and others ban been oaittod 
entirel;r. llonetholou, we venture to hope 
th1a will prove a uaot"Ul comp1lat1on • 

In Part B we present a t•olve-month'a 
retrospect of Defense Progress Seri ••· 

To the ta07 a,enc1es and indi Yidu&la 
who•• cooperation baa made this renew poa-
11bl1, •• expreoa our aino1r1 appreciation. 

lh~7 
Stacy 11&7 

Aucu•t 1, 1941 
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Chapter I 

Gl20WTH OF THE PROGRAM 

T be parpo11 ot th• def.,•• prop-aa lamlcbad a ,...r aao •• to 
Mk• the On1ted Statee 1.mprepiablo an land, on aM, and ill the 
air. To acbin• t.hia obJ1ctiT• wit.hill a ralat1Tal7 ebort period 

ot u.., a p-•t eoona.ic ettart •• and •till 11 11eo111u7 • . 
1. ,...r aao,thl United States .. , a lona W&T hoa ... ch a aoai. 

Wore the tell ot Frence, th• On1t.ed State• J.rWf a a but a lkaleton 
orpniutioo. It illaluded hes th&n :no ......,.,""" otticore and -
and bad Utth 8od9nl 1<1ui1JM11t. ilthoqh th•• were probabl;r at 
l•st a do.., lllt.ra-ed.9"1 .._..eel ditlaion1 and a tar larpr mabc' 
ot ..-cJw>•1ed ditlaioos ill the C...... land torc11 at t.bat U-, there 
•• not a aill&h 8od.-n aedim or h•TT tank in OW' ~. 

Apill, th_.. were then about 4,SOO planes in OW' J.rWf and Na..,. 
airtorcea and ot this total about on .. third were tra1Aar1. In aid-
1940 it 1a eaU-ted t.bat Britain bad oTar l2 .....,.,oand planH and 
O~ OTll' 2S tboueand. 

On th• other hand, our NaTT C<l9pal'ed fa'l'Orabl;r with tho11 ot th• 
United IU.nadoa and Japan, as the tollowina . table 1bow1, alt.houib it 
wa11 11011ewbat undlnl&Dlled and underequipped f0r tull oparation. 

Onit.ed Statea 
Britain 
Japan 

llaJor Cqab&t V111tl1 

l . ) 
1.) 
1.0 

1.0 
1.1 

.8 

llonathel•aa our ••TT waa not large enaaib tor two ocMD• · The total 
expenditur11 tor th• .,tire .Uitu;r eatablillhllent w1r1 at the rate 
ot leas than *1SO a1111oc • aonth. 

Si.lie• th• prop-aa11 inception, ita ori~ purpoH bu blea 
hro&dened. In 11111 with th• toraian pollc;r of th• Onited State• th• 
proaru baa b1111 expanded to include axten1i•• aid to Britain and 
othar &11ti-.lx11 C01111tri11. Th• effort required to ac-pliah th111 
purpos11 and th• len1tha to which •• ... t ao bef or• th• utet..;r ot the 
00\llltry ii a1911red O&Mot now be p:preaeed 111 final tau. Th• 
procna 11 atill arowin1. Fil\U'H which a ,...r 110 appeared tan­
tanic are now accepted 11 repr11entilla only llOd11t beli=inl•· 
ilraed,:r th• SO tboo••nd plane prop-aa is oT&rob&dowed b;r th• r..U-

• 
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CHART I - ENACTED DEFENSE PROGRAM* 
ANO CONTRACT AWARDS FOR DEFENSE PURPOSES 
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aat.1on that 11Hda are 81lch IJ'e&tez'. the ...,,it.ude and the cl1r•ct.1on 
ot tbe ultiMte prograa are •till to be detendlled. 

87 J1111e )0, 1941 the prolJ'U -ted to ''° billion. the OTer­
all dnelopaent of tbe prolJ'U in tll• p&et 12 -tll• aa retlected in 
dollar trall•ct.1001 11 prea .. ted in Cbart 1. Tb• 1'lm4a aftilabl• tor 
tb• en Ure defm .. prolJ' .. incluai n ot Br1 tloh order a at the IOd of 
Aucu•t 1940 totaled lHI tb&n '7 billlcn. n did not p&H tile t )O 
blllloo uric until tb• IOd of April 1941. Ccntractual -1t-Gta 
(inclwli'hc ~ nllla) were alicbU, Wider '10 billion at the IOd of 
Sep-ber 1940. 1'rOll tbat point, t.1117 inc:reued rap141T, re&chillC a 
total of tz7 billion b7 J1111e 1941. 

• Table 1 Ibo•• the IP'owth or th• Tolu.e of f'lmd• ude anilable 
to Tarloua aaenciea for the fillancina ot the total detenH effort in 
the United States and tba t uads tor each Mjor object. 

Die $50 billi on defma• prolJ'U ao of the md J1111e 1941 inciuded 
tile tollorillg it.as; Concre•aiOll&l appropri.atiOlla and authorhatlooo, 
Reco111truc tiOD Finance Corporat.1on credit.a, md Britleh orders placed 
in th.la count1"7. In add.ltloo to th.la total, bills Hra pmdillc be­
fore ConlJ'HS, prortding tor about a billi cn and a quarter. Ot tbe ''° billion or f'Ullda authorised as of J=• JO, t J4 billion were p11t 
a t tbe cl1ract disposal of the U., and Ila~. llore tb&n t 5 billion 
are being used by other federal agencies tor a Tariat7 of purposes 
ranging from the construction of plant facilltlea and th• acC\llllula­
tlon of stockpiles to the training of pilot s and ekilled aecb&Dica. 
Tiie tunda proridad for aid to foreign CClWltriaa in accordance nth 
the Land-Leaae Act aaount to '7 billicn. 

Tb• Bri t.lab orders tor 1Nnit.1ons md other IRlppliH which ban 
bffO placed in the llnl.ted States -t to t J.7 billion. !bl.a -
llllat be added to the funds proTided tor and spm1t b7 the Fedar&l 
CloT&l'1111mt in order to 1ndicate the total c1et .. aa effort put tortll 
b7 our ecOD0117. llore than 40 perc .. t of the total t\mda CODatl tutlllg 
the eo-c&lled anacted provaa or th• United States • • prortded in 
tbe first six aontha of the dafenH FOVU• Ot the t20 billion pro­
Tidad b7 October 1940, about $10 billion were placed at the disposal 
of the llaY)' Dep&rt&ent tor a two-ocean na~, and of th.la aor• tb&n 
one-ll&lt rapreaonted th• astiMted coat of naftl TeHela (ucluaiTe 
ot ordnance) • 

Anal7a1a of th• 80Dl7 prorided quarteri, durinc the tirat ,..r 
of tba prolJ'U 11 abom ti, objeota in th• low• p&rt of th• table. 
!be utez'i&l represented b7 naftl Taeeela, ordnance, and aircrat~ 
coapri .. 1 nearl7 tz7 bi111oo pr ~ p9l'C•t ot th• total procraa to 
date . llearl7 t 5.9 billioo was prortded for n• pl&Dt and 9Cluipaent. 
llercbe.nt ahipa repreemt about112 billion. Colletruntloo ot poet.a, 
depota, airfhlda, fortificatlona, and tb• ilk• accOUDt t or • r • tb&n 

AUGUST I, 1941 CONFIDENTIAL 9 
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TABLE • l - TH! DE1EllSE PROGIWI BY AGDiCIES AND llAJDR O&TECTS 
FISCAL IEAR 1941 

1 0 l 
OW'th 11rat Second 

~t.er ~r ~t.er Tot&l 
Million Dollar• 

AIFQY 
liar Depart.aent 7, 001 1, 377 861 ll, 107 20, 34& 
Ila")' Department 3,189 6, m 2,109 1,429 13,524 
u.s. llar1tl.M 

Cooa1111on 154 - 415 lBO 749 
R1C and Subaidi.arieo 594 318 429 1,453 _g_ 2,794 
Other U. s. qenc1ea 650 341 -.31 686 l , &46 
Detenae A1d - -- 7.QQQ -- 7.QQO 

Tot&l United Stat.ea ll,588 8,833 l0,783 14,855 46,059 
Br1tiah Order• !l 1. 885 hm l.20 -21. 3.669 

Tot&l '13 ,473 i_o,140 ll, 203 14,912 49,72S 

ObJect 
.lirplanea, Engine• , 

Parts & Aooeaaoriea J , 8&4 749 2,.320 4, 795 ll,728 
11&-...J. Ship• and Pe.rte 897 5,174 522 203 6,796 
Ordnance and Collb&t 

Vehicle a 2, 41>4 1 ,896 2, 364 1,501 8,225 
Other &iu.1pmont & Supplloa 658 ~ _AJ1 -.!1Jii 2 . ()98 

Tot&l llateriol 7, 883 8,033 5,483 7,448 28,847 

llercban t Sllip• and Parta 148 ll2 1,020 279 1, 559 
He• lllduatri&l facilltiea l,Jl7 438 l,6ll 2, 514 5, 880 
Poate, Depota , etc. 1,400 98 932 l,230 3,66o 
Housing (Hcmrllitaey) 1).) 150 5 155 443 
St.oclcpile 398 105 252 225 980 
Other ,j,,Q;u, _jQi ~ _.A2l l..2J! 
Tot&l Contractual I teu 12,290 9 ,441 l0 ,925 12,344 45,000 

Pay Roll 638 409 48 l ,7'13 2,808 
Suba1at.ence , Tranl 126 126 7 444 . 703 
lliacellaneoua 419 161. 223 ill l ,2l7 

Total. '13 ,473 l0,140 ll, 203 14,912 49,728 

ll. 

b 

A. Includes appropr1kti ona made 1n 11.acal l'.e&r 1940 for 11acal Iear 1941, 
.It Tbeae fiaur•• include eatimo.ted coat of tonnage author1sat1ona and 

are subject to rorlaicm. 
a, Tbroucb June 15, 1941. 
Ji InoludH order• placed prior to J1ll7 1, 1940· 

AUGUST I, 19 4 1 CONFIDENTIAL 10 
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'4 blllial. 1lle tot&]. "°1.- of OOlltnctu&l it.. 1Dol1141Ac •tariel, 
-.tnouca, and otbli' 1Ddu.-tr1&1 it.., -ta to '45 billicm. 

!be prop-eH in the tir1t nap of the pl'OOll1"9Ct of •tc'iel 
and other ~UH and a...-.icea,h repru•tecl bJ contract award• 
and direct axpeDdituree. 'l'llH• are aboeD in Table 2. 

lleerl7 '10 billica ot -1ta1Dta were ...Se bet- Sept.ber 
1940· Contract award• plue llilit&Z7 '[;aT roll• and other direct 
axpenditur•• in tb• aubnqu•t two q.arter• -w to about ts 
b11110D •ch,end in the quarter endin1June1941,thq -ted to a 
Uttle llOH than t9 billiOD. 'l'ba total _....t ao -1tted in tbe 
tirat ,.... or the procr- w.e about t.28 bUliOD, 1•'1.n1 an unobll­
pted balance or about $22 Ml uon on JulJ 11 1941 • 

ao ........ tb• larl• -t of unobllpied balanoee Oil JulJ 1 , 
1941 doe• not necHearilJ indicate a !allure Oil th• part of the 
ftr1ou8 dateDH &llDCiH to 1D1tiata producUoo " rap1dl7 •• pca­
aible. OYar ta.2S billlon inolud9d in the total of -bliptad 
b&lanc ...... not.ade anilable to the prosna unt.11 the laet •Mk 
in Jlllle 1941. J. coneidarable uount ot th• tunde anilable 1o for 
i t.a not calllng 1-ed1atalJ tor tull cODtrectual arnn1-t1. 
For -pl•, in tbe e&H ot llhl.pa requir1D1 aneral •t&IH ot con­
atruction OYar a lon1 plll'iod or Uae, it 1e not neoHa&rJ to let 
contract• tor all tb• operaUona at one Uae. Likniaa, in tb• 
e&H of f'Wld• prortdecl tor J.rq and li&"J aubaiatenoa throucbout r.t. 
1942, tbere MJ be little need for epeed in placin1 or contrecte 
aince there 1a no occaaion tor 1t.1aulat.1nl nn production. llone­
theleaa, i n a maber ot field• th• lettinl•of oontracta baa be• 
too elow to eacure needed additional productiOD 111.tb .n- 1peed. 
J. rouch ccmpari_, axoludin1 tunda not 1-ediatelJ aftil&bl•, h 
preaentad in Table ). 

8-nM d.tenee di•bur-te attord a bro&d, it l'OQlb, ••aur• 
of actual acCOllpliabm•t, tbe tisurea abom in Table 4 are ot epecial 
illt ereat. 

or the total di•bur-te abowD in the t&ble, 71 perc .. t .... 
tor llhl.pa, ordnance, and aircn.ft1 2~ pero.,t waa tor tb• conatruc­
tion ot 1nd111trial tacUit1••, at&Uona, baHa, eto.J 21 pero .. t ne 
tor the prooure. .. t ot other equipmct end lllq)pliH • 1llc.lu41n1 aucb 
it•• aa tranaportation,equipmct and atooltpUHI the rm••n•n1 
17 pero~t wet tor P'T• llll>aiatenoe, and lliaoella1111oua aenioH. 

Total J>A19•t• tor d.tcae 1ood• and aerTioH, ino11Mlln1 Pl1' 
rolla and J>A19Cta on Britiab ordera, -w to -•thinl onr 
t9 billion, or about la p .. oct of the procr- ao tar -w. 
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TilLI 2 - lllJ'llllD OOITli.CT Alf.l.IDll AID DillOT IXPIJIDITO'llH 
rucw. Tlill 1941 

l '"" 
,oh, 

Tl11%'0. l'our" 71r•t lleooa4 
"911C1 azid Object Qll&rter ~rtlr Qµartor Qµarter Total 

(K1111011 Dollaro) 

~ 
. 

2,632 2,284 2,ia7 2,889 9,992 ar Departme11 t 

··~ Dopar-nt 11, 560 1, )06 1 , 395 2,655 9,916 
u.s. Karit1me 

0o-i11io11 n. a. n.a. n.a. 810 810 
arc aD4 9uboid1ari•• 342 270 343 187 a 1,1112 
Other u. a. A«e11ei11 86 125 121 170 - 502 
Deten11 Aid __ o __ o __ o 2.466 2,466 

a 

Total United Sta teo 7,620 3,985 
"· o46 

9,177 211,828 
:Sri thh Ordere 1, 884 h.fil "'° _2l l 16l.! 

!otal 9,504 5,295 " · 466 9,234 28,1199 

Object 
Airplanoo, lnginu, 

Part1 & Acce eeorie1 l,816 1,527 729 2, l57 6,829 
llanl Shipe azid Parto 3, 816 622 62 500 5,000 
Ordnance azid Combat 

Veh1el11 1,513 790 l,132 l,543 li,978 
Other lquipment and 

9uppl1 .. _m _ggg 2!! ~ 2:il 

Total Materiel 7,362 3,161 2,o61i 5,173 l7,76o 

Merchant Shipe and Parto 
~ 113 13 1,303 l,462 

low Induatrial Jaeilitia ' ~ 750 859 2, 761 
Po1 t1, Defot1, ltc. 370 703 795 2, 212 
Kouaing, lfoM111t&l7) 10 95 69 101 275 
StockpUe 160 88 llio 82 1170 
Other _J2.l _2:iJ _l§I ~ l.71iq 

Total Contractual ltemo 9, 037 5,097 
"· oo6 

.8.549 26. 689 

Pq Boll ) 
9ubo1ot1nca, Tra ... 1) li67 198 460 685 1,810 
Mhcollazieouo ) -- - - ---
!otal 9,504 5,295 4,466 9,234 28,1199 

a 'lhro\1&11 Juno 15, 19111, 
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.l t tbJ.1 t9 billion rate of annual exptDd1 ture it -ud t.ake 
aore th&n tour JMZ'I to CU'rJ' out tbe r-'nder ot the prop-u 
enacted &I ot J- JO, 1941. !bee wa, bownc, & -.rited accelc­
a tion in the •ol1ae of d.iabur1..eQte duri.oa the wi.Dttll'. leer]J 
two-t.birda of th• total tor the paat 12 aooths waa. d.i1bur1ed i.D th• 

aecond balt ot tbet pmod. Tb• la1t quart. alone accOUDted tor 
aore th&n one-tllird ot the total tor tbe entire JMZ'. In the lest 
tour ""ntba ot tbe Jeer, &a tbe cantonment cCllatruction prop-u 
apprO&Ched c,.pleticn, construction expeaditurea declined, and tlw 

total _,thl.7 expeadi ture c:une hat shown a teodenc7 to flatten out 
araand tbe billion dollar aark. Bowner, it~ be expected to re­

-· it.a upward courae shortly. 

TABLE J - lUllD5 .lMD CONl'R.lCT .lll.lRDS 
June 30, 1941 

l'urd1 made 
.lftilabl• 

Total llet 
OBJECT Prograa 

After JU.De 15 
Prop-aa 

c-1-nte 
or otbe"iH 

deferred 

( llillion Dollar•) 

Airplanes , Engine•, 
Parts & Acceoeorie• ll, 728 ) , 239 c 8,489 6,829 

Na..al Sbipo & Pa.rte 6,796 1,000 - ~ .796 s,ooo !. 
Ordna nee & C..ba t 

Vehicles 8, 225 286 7 ,939 4 ,978 
llerchant Shipe & Part.a 1, 559 0 1 ,559 1,462 
Nn Industrial l'acili-

ti ea S,880 soo 5,380 2 ,761 
Poat• , Depota, etc. 4,103 522 3 , 581 2 ,4frl 
Otbor 7,926 967 6,959 4, 621 
Pa)' Roll & SUboiotence, 

of Ani¥ & Na'F)' 3,5ll 2, m k 734 361 

Gram Total 49,728 9 , 291 40,4.)7 28,499 

!. Eati&ated figure. lla'F)' no• report• tbe total coat of the ahip 
(blil.l , macbinocy, equi~nt, but not ordnance) ae & COllllit.ent. 
The total reported b)' tbe Na'F)' ii $6,264 1>illion. 

k Inclwlea total funds for pay roll and auboistenco for 1942. 

jl, Eati.D&ted coat or contract& under tonn&&• &utborbation, llhicb 
cannot well be let now. 

AUGUST I, 1941 CONfl OENTI AL 13 
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Thi• rm• ot tb• tlr.t 191'' 1 srowtb ot tb• w .... prop-aa 
ebowa t.bat iaportlDt 1tep• b9n bMrl tilt., to pro'11.cle tbe ODitecl 
St.tee •1tb cletena• eqllipuGt. It tb•J b9n bee to a OODdAl.eNbl.1 
utent 1o tbo to .. ot prepuw.Uoc• n-tb-1•H• tb1J 119•• l.a1d tbe 
P"Oundwork tor tbe tloo<I ot procluction tbat 11 acbeclulecl to tako place 
1o tb• eecond ,..r ot tbe detme• ettort. 

AUGUST I, 1941 COHFI OENTi AL 14 
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'?.&!LI 4 - llUlllSI DISBURSll<lll'l'I, J'ISO.U. DAI 1941 

, "" • l 
!bird J'ou.rth 11ret a.oond 

• -nc.,. and Ob 1eot lo.... .. ter OuAPter 0na .. t•r "'·-tor 'l'otel 
vu . ion t) 

.t.&IDQZ 2£ "8iDillE1iiaa 
Var Department 269.0 604.0 1,440.8 1,1564,2 3,868,0 
la'r)' Department 344, l 480, 7 652,0 844,9 2,321.7 
u. a. Maritime 

Oomiuion 31,6 38,15 36.15 49 ,9 1156.15 
RJ'C and S..btidia.riee 12.8 38.9 91. 9 189.l 332.7 
Otber U. S. Acencieo 24.2 64.0 92,4 1154.3 344.9 
Dttente .lid - - - 26.4 26.4 

'l'otel United Stat•• 681.7 1,226.l 2,313,6 2,828,8 7,050,2 
llriUob a 816.6 1542.0 4615. 9 2156.6 2,081.l 

Total 1,498,3 1,768.l 2,779,6 3,0815.4 9, 131,3 

Ob 11ct1 
.Urplaneo, !~inee 

and Po.rto 346.l 290.6 504,6 301.4 1,441.6 
li&Yal Shipo and Parto 106,8 148.9 180, l 225.2 660.0 
Ordnance and Combat 

Vebicleo 173,7 188.3 225.9 392.8 980.7 
Other Jquipmont and 

Supplieo 52.4 69.2 114,6 1153. 5 389.6 

Total Materiel 677. 0 696.9 1,025. 1 1,072.9 3,471,9 

Merchant Bh.tpo and hrto 79.7 64,fi 51. 8 72.7 258.7 
lov Induotriel J'acilitieo 106.3 96.0 233. 3 396.7 831.3 
Pooto, Depoto and Other 

lloninduotrial 
Oonetruction 71.8 274,7 1596.7 526. 0 1,468. 7 

stoclcpile 16.9 33.6 63.4 715.3 179.2 
Other 30!5. 1 300.6 381,7 329,8 1,317.ll 

'l'otal Contracted It••• 1,266.8 1,466.3 2,341;0 2,4'73.9 7,627,0 

hr Boll 191,8 242,0 328,2 438, l 1,200. l 
8'1boi1tenoo, 'rroYel 32.8 415,8 69.7 100.7 249.0 
llhoellaneoue 17.9 24.0 40.6 72.7 1155 ,2 

Total 1,498.3 1,768,l 2 , 779, 15 3,0815. 4 9,131.3 

a Oaoh PaTMnto 111 the United Btatu b:r the llrithh Plirohaliac lliuion. 
PqMnte prior to .ru17 l, 1940 are 1nclu4ad in the '1'hird ~tor, 
1940. 
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Chapter 2 

PROGRESS TOWARD PREPAREDNESS 

Tb• det eu e prOJJ'UI on Jul¥ 11 1941 uount.cl t.o api>roxillt.tel.1 150 
bill1on . "nlia PZ'OI?'"" <>onaiata of t.wo uin putaa (l) t40 bil­
lion t.o pro'Fid• llCld•rn equipment f or tb• &l'I09CI roroea or t.b• 

UDi t.cl States , t.o build a t.wo~oeen 11&1')', t.o dnelop an a ir for ce , 
and l•"'"rall.1 t.o build up Unit.ed St&tee deteneeo; a nd (2) 110 billion 
inclusive of Britiall ordera t.o ~ro•id• IOUlll.ti ona !or G...at Brit&in 
and her &lliu. '!hie ch&pter 1a dnot.cl t.o an exaa!J>t. tion o! t.be 
progreaa t.o d&te under t.bi• prograa. 

SlZS 01 mg illlED PORCEB 

On Ju... )(), 1940, t.be totil. actin at.reQgtb o! the Unit.cl Stt.\H 
Aroq and lla"7 coabiMd •• leu tb&n ball a aillion MD. Tba Ant:/ 
coubt.cl of about 270 thou&t.Dd o!ticera and enliat.cl .. n, and tba 
11&"7 and ll&rilUI Corp. conaiot.cl or a.round 185 thouaand aen. 11)" Da­
e-.. Jl, 1940, tbe J.rfl!/ bad increaaed t.o &laoot 700 thout.t.nd .. n 
and tbe llal')' and lit.rt... Corpo to 270 tbouaand o!!icara and t.t.iloro, 
ao that tbe tot.Al araed !orceo were about t.wice u lt.r1• aa tbaJ bad 
i>4o•ll llbe11 the detena• et!ort tirot et&rt.cl. Tbb rapid rate or iD­
creaae ot per 1oo.n6l b.&o oontiaued, and tbe .lnoy 11 no• oo•po•ed o! 
about lt llillion IMD1 while the 11&1')' and ll&rine CorJl" no• include 

· 325 thOWl&lld pereona. The u., no• incl udes about 600 thout.t.nd eeleo­
tive Hrrlce traiuaa alXI 275 thoueand l&t ional Gut.rd•en. 

One ot the -t aport&nt sepenta ot our .Uit&ey 1traQ1th, th• 
a•iation peraonnel ot the u., and l&yY, baa 11>1>,....aed troa about 

• 
TAllI.3 5 - AVUTIOll ?El!SOltlEL or OUTSD STATES ARllI Alil N.AVI 

Total Ant:/ • a.,,. 

• 
J~ l, 1940 

3,085 Piloto 6,433 3,3.48 
Otbar 77,401 49,294 28,107 

J~ l, 1941 
6,763 Pilota ll,204 4,441 

Other 170,791 117,935 52,856 

J~ l , 1942 
Pilota 32,374 20,874 u,soo 
Other n.a. 223,890 n.a. 
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84 thousand on July l, 1940, to 182 thousarn on July l, l94l. A year 
ago, at the beginning of our defense effort, there were 6;433 pilota 
in tlle I.ray and Na'I)' ooabined 1 compared with 11,204 pilots in July 
l94l· Thie increase represents largel,y the fruition of train.ing pro­
grams started prior to the inte11Bive effort of the put yee.r. Tiie 
current prograo provides for a much greater increase in a-ristion per­
sonnel, both pilot a!Yi other, duri~ the next tweln a.ontha. 8)' Jul,y 
1942, as ~hown in the preceding table, the combined air aervicea are 
expected to have over 32 thoueaod pilota . 

An important adjunct to the military tra1n1ng program baa been 
the work carried out by the Civilian Pilot Tr&1D1ng Progra.m. Al­
though this' program does not reduce the time period required for 
military training, the r ecord 11Xiicates that the holdera of pr1Y&.te 
pilot certificates are consider abl,y more successful in quali.fying oa 
•111taey pilots than other trainees. There are now 4l,360 C.A.A.­
tra ined persons holding private pilot certificatea. The progra.m of 
the C.A.A. for fiscal year 1942 provides for training the following 
nU11ber of persoll8: 

Prl.Jlary course 
Secondary course 
Cross- country course 
Instructor course 

J0,000 
9,000 
6,000 
4,000 

In addition to the pilot training program, the C.A. A. baa con­
ducted • refresher• courses to train coauercial pilots as instructors. 
'!'bi s i11Btruction standardization pro~TB.lll has supplied 690 instructors 
to &id the United States training progrc.m i n addition to 170 instruc­
tors for Canada. 

AI R PO'liER 

At the start of the defense progr&JO the United States ArlD.!/ and 
Navy bad about 4,500 a irplanes, one-third of which were trainers. To 
build up our air fleet and to provide planes for Great Britain and her 
llllleo, more than $ll billion bad been allocated for the purcb&ae of 
airplanes in this country as of Juns JO, 194l. Cllart 2 obowa tlle rate 
at which this money has been made available and aleo ohowe the rate at 
whi ch orders have been placed for airplanes an:I equipment. Ao can be 
eeen from this chart, total orders at the en:I of the fiscal year amoun­
ted to more than half of the program. Caah expenditures tor the pur~ 
eb&oe of airplanes are also sbo•n on this chart, but those expe.ndi­
turee are a relativol,y poor measure of vroduction expeoially because 

AUGUST I, 194 1 CONFIDENTIAL 17 
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ot Britieb pr•J)ll1IM'nt1 . Aooord-
1.ngJ.¥, indexH -1111?'1.ng t,h9 
pbJeioal TOlUDe Of del1Teriel Of 
airplane• are presented 1n Cbartl 
3 a.nd 4 . Cbart 3 abowa t.h9 t, 
under proeru• now 1n effeot, the 
~ rate or airpl.ane produotioo 
it achedul.cl to be rMobed in 
Auguet 1942. '!be wal.Pted -th-
lT index ot production rat.ea / 

1 
compared with Auguot 1942 aa 100 
waa onl.¥ 13 1n Jul.T 1940, rep­
reaonting about 550 planH. Al 
can be aeen in Cbart 3 , the 
•ontbl.T rate or prod11Ction baa 
1.ncreaaecl aubatantiaJ.l¥, al-
tbougb not a teadil.T, and during 
tho lAat DOD th ot f'iacal. )'ear 
1941 aliibtq onr l,450 pan.a 
•ere delivered, a rate which 1• 
35 percent or tho anti cipated 
peak re te. It OPll ochedulu are 
met, thie rate ahould be almoet 
doubled within oix oontha. 
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An i ndex ot cua&l.t.t.in produot.ion ot allit&rf airpla•• 1iDC<1 the beginn1Dc or the c1.r ..... pl"Ogl'UI 1a shown iD a.art. 4. Th• 1».11 or 100 11 the tot.al mmber ot pla1111 t.o be produced under prHent. pro­graae tor Unit.Id Stat.ea u11 and tor export.. At the end ot o.-ber 1940, olll.1 about 4 percent or th• tot.al reqw.r-nte had been pro­duced. By the em or Ju• alao1t 11 thoueand plane1 had been pro­duced bringing the ••l.ahted index t.o 11 percent. , Aooordiact t.o OPll schedule a, over a quarter or the t.otal airplanes oow under proaure-.. nt plans • ill ba..., been deUvued by the elld of' th• ' pre•ent cal­endar 7ear. 1'b111 index !J.&urea relate t.o d•li• oriH wol.aht.ed by th• relative iaportaace or dilterent t1'pll or plane•, a h•T7 
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bomber, tor euaple, atteot-
1"' tbe index tar •ore tllaD 
a pr1ary tra!Aer. 

CHART 5 • MILITARY AIRPLANES 
U S. INVENTORY INDEX 

'Dl.e 4.~ airplane• 
1111.iob the On.ited State• toroea 
poHeHed OD Jul,T l , 1940, rep­
rHented , in teru ot the . 
we1&bted index, approx.illete}¥ 
7 peroent ot tbe United Stat .. 
requiz'•ente, aa 1nd1oated bJ 
exiat1q prograaa. Tb. Jul,T 
l, 1941, .illnntory of •~tl.¥ 
o1'9r 10,000 planea represented 
about 14 percent or tbeae re-­
quiz-aunts. Aa an i.tloreaain&l¥ 
lar&• abare of production ia 
reta.illed iA tbia oOlllltry, 
Allerioan 1AY911tor1ea will be 
rapidl,y .illcreaaed and bJ the 
end of another a1x llOntba the 
index aboW.d be alaoat doubla 
tbe preaent leYel a t 26. 

r I 

I 
We Nttd for o 
N I Alt Fotct 

I IOO 

Wt Should 
H..,.. 

--- 1 t '/ -:. , T 
Chart S ehowe tb• 1.aventorr 

index !or ..Uitary airplanes. 
~ I -""1 Myl JOl\I RIOWt · 
1940 19<1 19•1 19•2 tflt.ri t t 

IUYAL PORR 

The est1-ted coat ot buildiQ& a t wo-ocean llaYJ will be about t6t billion, excludi.Dg armor and a.......,.t, Almost all of tbH• t'up!la 
baYe either been pl.aced under direot oontraot or ban been earmarked 
for expenditure. In addition, tbe armor and armament f or th••• 
THHll • ill coat, according to present eatl.Mtea, 1l1ght}¥ oYar $2.8 
billion. 

llben ~ two-ocean M&YJ 1a cocpleted, th• fleet will ba,.. been 
inoraued frOll tbe .)84 ajor co.b&t abipa repreeenti.Dg l,.) •ill.ion 
tona on Jiily l , 1940 to ~2 ehipa, rapreeentiQ& .) ,5 llillion tona. In 
addition to tbeH aajor fi&btinii ahipe tbe llanl oonatruction program 
will DMrl¥ treble tbe Dllllber ot patrol craft and auxiliar)' nuela 
in the tlMt. 

• 
AUGUST I, 1941 CONFIDENTIAL • · · 20 
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CtMT t · NAtw'AI. IHll'I AND l'IUTI 
The lhipn.rl whiah ..... 

&Yailable tor oon1t.ruction ot 
major o .. bot. lhip1 nre not be­
l.q utW1ed ~ 1n J~ 1940· 
The produot:l.on r&t.e 1n4a tor 
tbeH lhipo ltood at. ~ 18 
repre1.,t.l.q &bout. l2 tlloul&Dd 
tona, o<Jeplnd with & pMk ot 
100 u:peoted 1n ·Dec•ber 1942. 
J.a the work _. 1peecled up u4 

CMCTC ~ #//OMlllllf' ,ptMrfit//(1r-...,. a OW ---•TS 
JUL 't 1•40 - .IA't 1 .. 1 

- , 
J.- -- -- ----- / 
,,~ .... 

.. -
• 

f-~1 
I - · I 

' --
I ...... .......... " • 

a1 llOrl wq1 nre made llTdl&ble, 
the index inoreued at.••11.lT and, 
ae OUI ba seen in Chart 7, 
reaobed 34 in June 1941. £xpeot­
ed inoreaaea 1n the nuaber ot 
sbipw~e &Dd the growing ia­
port.anoe ot pretabrication ot 
large sec tiona ot the 'HIHl1 
abould o&use the &llO""t ot work 
being pertol'tled eaob 110Dth to 
inoreaae rapi.dl,}', and 1n &nother 
silt llODtha work abould be pro­
greasing at about 60 percent ot 
tbe sobeduled peak rate. 

..,....._oa_.., ___ .,,. __ _ - •.. ·- ---......... 

CHART 7 ·COMBAT SHIPS 
MONTHLY PRODUCTION RATE 
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a.art 8 illdioate• th• total -.it o.t work llbiab baa been per­
tol'Md i-...s bnlldtnc th• two •• ..., ti..t. .U. tba preHDt UM, it 
1• •1tiated tbat l4 percent ot all the work Ila• been t1D11119d, or 
tba equiftleDt ot 320 t.bouMlld tou, alaoat tbrM ti...1 &I mob &a bad 
bee dona OD llAipa tbaD Wlll8r oout.raotioD &t tb• 1t&rt ot t.b~ procru 
on JuJ,y l, 1940· 117 tba 11114 ot &DOt.h•r •ix mDtba at 1-1t --tourt.h 
ot th• oout.raotioD procru •ill baft bHD oompl.eted • 
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OD JulT l , 1940, .. Md ,_ 
band 1.)2 aUll• tcaa, about. 
)8 pero..,t of the total t.c.map 
ot aaJor combat lhipa t or the 
t11<>-00 ...... .,,. ' • • lhOWD 1'T 
Cbart 9. SllortlJ' att.r the 
a tart ot the pJ'OP'U, 'Z1 4.­
otro;,.ra .. .._ 000.,.rt.ed to 
auxiliuieo , and SO other • 
.. re tranat erred to Clreat 
Britain in excbanc• tor 1alaml 
baoH. Dell.,..ry ot new 4e­
atro7er1 an4 suburinH ainoe 
laat Jul.7 baa ... placed 58 per­
cent of tbe toonac• tbws lo1t. 
Tiie present tormace ot 1. 28 
allllcn too• la, bowenr, mo.._ 
llociern . It tbe work c09plet.ed 
on undeliTered ehip• 11 added 
to tbe tonnage ot ehipa in 
ael"Tice tbe 1.Ddex ot completion 
ot tbe two-ocean lla'f7 io 44 oo 
Jul.Jr l, 1941. 117 tbe nd ot 
anotber a1x months, the index, 
1ncllld1nc work done on un-
1'1n1ahed Teaaela, ahould r•cb 
54. 

~, IO-Qllll;DfUl<C ...,,,...,, • • [ OIM'Votf 
uum.ootttMf ..... -:~ ..... . c.. .... ....,...(lllC)lo"tl --:c ' . --· . • 

· l--1--...-1--1--l--l--l-ll_,l-!l--l-l 

- I ..l.--r-·Y1-
, I---~··-'·+++-+--.-+-+--i ~··j I I 

:Ec:-'"";.~t·'~:t~~·t;tt;::5~~~.;.~~:~tJ ....... ... _ ... _ ... _ ..,..,.,,. ,_ - -·-----
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CHART 9 - MAJOR COMBAT SHIPS 
U. S INVENTORY INDEX 
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TIMI total ordnance prograa, 
1nolud1ng ll•ftl or4nance an4 
comba t nhiolea, amounts to 
over ta billion, ot which •5 
billlcn io tor An:r-tn>e or<l­
nance , the r e•ind•r for the 
purcbaM of laftl ordnance. At 
the preMJ>t ti.lie &pproxl.atel)" •3 billion ot the • 5 billion 
•-ilabl• tor the purcba1e ot 
Arll;r-t)"pe ordnance ba1 been 
placed uncS.r contract, •• abown 
in Chart lO. A goo4 portion 
ot the ro•ininc unobllgated 
balanoo ot about ea billloo i i 
tor the purobaM ot -.nit.ioo 
and tor 1-. tor o.r ..... .Ud. 
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COllllA? VllllC.l.iB 

,U, th• at&rt ot th• d•t•llM •!tort th• United Stat.ea bad aaoat no taclliti .. for th• production ot coab&t y.i.J.ci.a. It na a t&lrq May prol>lAa, bo•e.,..r, to abitt a ut..>blle and truck Mmf'aoturera to produoia& eoout. care i n qU&11tit,r. llitb tbia product.ion and a liaited production of licb.t ta.DI<• tb• United Statae waa producia& c010b&t Yehlolea at about 8 percent. ot tbe ocbedui.d peak rate tor October 19411 •• ahown in Cb&rt. 11·. New taclliti ee were conatructed a nd tbe 

100 

80 :_A 

CHART II-COMBAT VEHICLES 
MONTHLY PRODUCTION RATE 
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tempo of productlon iDcreaaed npl..dl;r. ltediwo taw and personnel carrier• aro be&inninc to be turned out in coneidenble auabera al­tbollj:h DO bM'f7 taDka ha.,.. 7ot beon cOC1pl.eted. .U the ond of one tllll year, bf June 1941, production wao IDOTillC at 34 percent ot tho peak rate irnl cat.itd by dol1Y8ry ech..i.ulee on exla t.ing ordera which ia oicpoctad to be reached in tour to alx months. 

. 

. 

At tho ond of the flrat. al.x aontha ot oftort, Dec•ber 1940, wo bad producitd lou than 3 percent or tho tot&l. production requirMont.o 
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tor -bat. ... 11101-e 1a:U.oeWd b7 uiet.1Q1 prosrau. thi• 1Dd8% b&• no• 1.noreaeed t.o bet•Hn 9 &Dd lO percent ot the ooabimd ODited Stat.ea and export req.ur-t.e . £x:iat1QI eohedulee ,1.,,.. 1D Chart. 12 abo• that ear~ in 1942 well oftJ' b&lt ot pneent. req..U--nte • ill b&•• been produced. Ill OOD.81.deriDC J'l'OCffH t.o date 1D th• produotion ot coa'b&t miole1 it abou.ld be reoocnised that. the or1'1.n&l. dea1cll8 tor .lurioan t.alll<a had t.o be llOClitied 1D the licbt. ot experi ence 1D Europe. In oddition, production ot t.ank1 b&e been retarded b7 the &lliement. of lower prioriV r&tiDCI than bUW been Ciftn t.o drpl.&1188 and ahipa . 
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CHART 12 - COMBAT VEHICLES 
TOTAL PRODUCTION 
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U & l'HUlt of t.ba 804-
er& t.e extent ot prodlOOt.1 ... 
to date the United State• 
po•H•H• baa t.ball lD per­
...., t of t.be taot.ioal 1"9quire­"""t• tor theo1 fthiclA• tor 
a thr.e-al.lllco--... atton.I. 
llooNvwr, "°" th& t the Cround 
work baa been laid, produc­
tion abould be rapid and 
111.thin another a ix _,tba 1t. 
1a indicated that inftnto­
riaa 11111 be about 40 per-
09Gt ct t.beH tactical r.­
quinl>ell ta. 

CHART 13· COMBAT VEHICLES 
U. S. INVENTORY INDEX 
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Chart :U. portraya the 
rat.e at 1'hioh m®thlJ' pro­
duct!.., ot Arw;r-tn>e guna 
baa increased einc• t he 
s tart of the procraa. Dur­
ing tba tirat aix _,the, 

Jo• I 
19 4 1 

Jul t 
1941 

Jan I 
1942 

Rtqulre­
mt.l\fl 

production proc11ded at a rate ot 16 percent of the acheduled pee.le •• indicated bf achedul•• .., ex1atillg ordera, but it baa inoreaeed rapidlJ' eo that bf June 1941 • bad gone abon .)8 percent or the peak rate. It present echedules are met, tho peak rate will be roached 1n Novecibor 1941. 

Ae ebown 1n Chart 15, total production or guns for the Upited State• forces and for the Britiell and other anti-.1.xia power• uounted at tba end of June 1941 to 16 percant ot 1"9quir1Mnt1 under existing procr&ll8. Thi• 1a thrae tl.Ma u great ao it 11&1 at ti!. ead of December. Another halt-year auet olapee before halt o! theee r eq•ire­anta 11111 be produced. 

A Ill t.be Mterial requir-.itl for a thr1e-"'11U..,-an effort, •in­tenance 1a included for a J)P'iod which w.rl.ea rr.. one to hel n 9Qlltbo, depending upon the t1P1 of equipment. 
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CHART 14·ARMY TYPE GUNS 
MONTHLY PRODUCTION RATE 
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• .t. large ebare ot 
tba NOent produotioll 
bas been exported and 
u ·a nlllllt .t.llerioan 
inventories baYe onq 
inCl'tl&s ed durine tbe 
put six .,,.the fl:ooa 
6 percent ot the tact.1-
aal nqu1r-t1 to 12 
percent. Chart 16 in­
dicates put oad 
eohedulad inareuee in 

· tbe i.DYentor)' ot Arrq­
tn>e guna. 

f ield .t.rt.illarz 

CONFIDENTI AL • • · 28 

CHART 16- ARMY TYPE GUNS 
U. S. INVENTORY INDEX 
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th• 110nthl,y rate or production ot tield artW917 19 1obech1Jed to 
neob a peak in F•brual7 l942· .t.t the pn1ent· t1- production u 
about lS percent of tb11 peak rate but 11&rW 1nl>nale1 an 1obedv.l.ed 
to occur duriac th• nut r .. aontba. llotlt ot tbaM 1.nore&M• abolald 
ooaur in tb• produoti.on ot tbe ~ - bcnritser, tbe m• atandard llib't 
field art1Ua.ey -pan, and tbe 1189 l55 - IUD- Jum production, 
bowenr, do .. npn11nt a 11&rked ~•• oftl' production dur1Dc prior 
aonthe, iD8uuob u th• aY&1'9C• rate of production hoa J~ to 0.­
c..i..r l940 was olll,r 4 Ptl'Oaot of tba peak rete. 

Al can be -n 111 Chart l8, tot.el acaumlt.ted produatioll ot tb•M 
eune to th• pre11nt time i• olll,r a bout 6 percent ot nq..U..11te 
taoi~ OD.lted Stat.a Mmtacturera. IllOZ'MHI, bolNftr, an u:peoted 
to be mob aon rapid in tb• future and beton tba 111.ddl.e ot l942 onr 
halt ot production req\&1-nta oibould ban been Mt. 
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CHART 17·FIELD ARTILLERY 
MONTHLY PRODUCTION RATE 
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CHART 18 • FIELD ARTILLERY 
TOTAL PRODUCTION 
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At the end of the firat 
aix _,the of the de!enee 
effort the United States bad 
produced littl e new artil­
lery but bad model"lli•ed 
enough of ite World liar I 
equipment to ~eet 6 percent 
of the tactical require11111nt1 
of a three- million-man Army. 
Although further lll()del"lli­
zation baa been perfoI"lllOd 
during the paet eix J110n the 
and al though production of 
new weapons bas begun, we 
eti ll have only about 10 
percent of the field artil­
lel"7 neoesaary for a tbree­
million"""""1 Arm:r. Even aix 
mon the from now we will have 
lese than one-third of our 
tactic•l r equirements. 
After tba t time product i on 
should be acc•lerated and, 
as shown in Chart 19, in­
ventories will be rapidly 
expa.nded. 

Antiaircraft Weapons 

., 
CONFIDENTI AL · • · 30 

CHART 19 - FIELD ARTILLERY 
U.S. INVENTORY INDEX 
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The development of fast, high-altitude airplanes and of ar10or 
plate for airplanes ba• made it necessary t o develop new high­
powered antiaircraft weapons with greater r ange and shell-burst 
area. The problus of producing mounts and fire control equipment 
for these new weapons have been difficult . Even at the and of a 
full year• s ertort we were producing antiaircraft guns at les3 than 
40 percent of the peak r ate scheduled to be r eaohod ~ year fro~ 
now. lloot of the produc tion t o date has been of J7 mm. guns and • 50 
caliber machine guns for use against low !"lying aircraft, and of the 
J" guns which are no .. " l imited standard." Large ecale production of 
the new 90 mm . gun which will be used as a standard weapon has Just 
begun. 

Chart 21 ehows that we have produced onl y about 10 percent of tile 
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CHART 20·ANTI- AIRCRAFT 
MONTHLY PRODUCTION RATE 
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antiaircraft guns which are 
now scheduled to be produced 
in this ooun tq. The rate of 
production sboul.d increase aul>­
otant1.4llJ' during the next •ix 
months Md it is expected that 
by January l , 1942, one-fourth 
or the production prograJD rill 
have been completed. Inven­
tories or antia.ircratt guns, 
sho'l!D in Chart 22 , have follow­
ed roughly tho same pattem as 
total production since onq a 
sciall part of production hll.8 
been exported. The United 
States possessed enough anti­
aircraft weapons on January l, 
1941 to satisfy 7 percent of 
its tactical requiremento. 
This increased to ll percent 
by t he 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 or our 
stated requirements for anti­
aircraft guns. 

CONFIDENTIAL · · • 32 

CHART 22-ANTI · AIRCRAFT WEAPONS 
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Infantrx-SUpporting and Infantry lleapoga 

Production or infantry-supporting guns has been subatantit.l. due 
to their rel.ati..., al..apllcit;y. Th• moat 1.aportant iteu in tbilo 
category are G&rand rifles, machine guu, mortars, and 37 • gune for 
use in and again•t combat nbiclea. Peak production or th••• weapona 
should be reached before the end or this year, and nan now, ae shown 
in Chart 2.3, we are working at better than l,/J percent of the peak rat. . 

As can be seen in Chart 24, there baa been a sharp inoreaae in 
production over the past six months and this increase should continue at 

1
an even more rapid pace for the next fiye or a1x llOnthe. At tba end 

1 o! June 1941, o'l'tt 22 percent or the combi.Dad United States and export 
requirelllente bad been produ~ed and it ·i• expected that 50 percent of 
these r equirements will h&Ya been produced by the fall ot tbia year. 
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Chart 2S ehow1 the rate at 
wh1ob United Stste1 inYeotori .. 
or the .. weapon• bt."9 1norea1ed. 
For the 11x--1tb period , .Jao­
\1&17 l to .Jul;f l , 1941, inwa­
toriee ,,.ar17 tr.bled, ri•ll>c ' 
troe S percent to lJ pero..i.t 
ot those reqlli.Nd b7 a thr.ee­
million-mao Arrq and the lla"1 
and Marine Corpe. 'Iii thin ao­
other aix llOl1the tbe7 are sched­
uled to increase to SS perceot 
ot our oeeds. ni. .ll"'IQ' also 
baa about a 111.Ullon Sprtngt1el4 
ritle• which are now being uaed 
t or train1ng pu.rpoeee pelld1ni 
production or an adequate 111111ber 
of Garand ritlea. OUr atocke 
ot illtantry- aupportl.llc weapon• 
haYe oot increaeed ae rapid)J' 
ae our production would in-
dioa te , because a bi,ib propor­
t ion of our production of eub­
-ohi.'>e guns and u.ohine gune 
baa beeo exported. 
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CHART25-INFANTRY SUPPOfffNG WEAPONS 
U.S. INVENTORY INDEX 
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llERCKANT SHIPS 

Th• merchant 1h1p conet.ruotion program taoll>c United Statee )'IJ'da 
call• for the build1ng\or approxiJutel.7 l,JSO ocean-co1ng Yeeeel a , 
qcregating &bout 10 llillion tone. ilmoet 800 or t.hese eh1p1 a.re to 
be of t he emergency or •ugly duckling" t7P1 , the rellflinder being 
etsndard t)'pes. Theee figures include the S41 vessel s tor which the 
Preeident has recently requested Congressional authoriiation. 

During the tirat 7ear or the defense effort, 620 tbouaand tons 
or about 6 percent or the vaasela included in this progrua ure de­
Unred. Enough work was done on ehip• not 711t deli...,red to raiee the 
total am<>unt of work done to 8 percent of tho total progru. The rate 
of delivery •ill advance during the remainder or this 711o.r, but the 
great bulk of the tonnage 1 • eoheduled to be oonatrueted in 1942 and 
194). 
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Tiie 11011thl7 caaetruction rat. ind.x tor .... o11ant ebipe 1e pre­
Hnted in Chart26. Th• index ... IW'•• 'llOl'lt doc• .. ch llOlltb 1n 
ralation to th• peek llOllth aa 100. J.1 can be ,.., 1n tb• chartl th• 
11011t.11l7 conat.ruction rat. 1.ncr .. eed tr.- 10 in Jul.7 1940 to 24 
1n J1111e 1941. th• M.1D factor 111 thh riM in the llOllt.1117 rate bas 
!>.- the lari• increae• in th• amber ot ohl~ an.Ual:lle tor 
caaatruct.1111 oc..n-eoinc t.cmnap. llowe'r.,. , it will> be anot.b.r , .... 
before all the pl.t.Dned ... ohipw.Ja are caaetz-vct.ecf..-nd before the 
peek ra t.e can be r•cbed. lb& the peek 11 .... cbed, the COD1truction 
rat. abould be *!ui ftl.111t to 80re tbaD 4SO t.bouNDd P'OH tone per 
llOlltb. Since tho 1ndexea ot Hrobant ohlp conet.ructioll are beaed 
upon work done rat.her than upon dal.lnriee ot cospl.eted ••aeala, the 
conet.ruction and dalh&rf rat. peeke do not coincide. Peek dalh ... 1~• 
ot 110re than tllo ebipe a da7 will not be reacbed until the tlret quartAr 

100 

CHART 26-MERCHANT SHIPS 
MONTHLY PROOUCTION RATE 
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A Thee• index•• or .... cl>ant abip caaet.ruction are pralla1narJ and 
are curr111UJ being rnlaed. It la poHlbl• that tbe production 
rate index tor the paat r .. llOlltha axaavat.a th• iapro't'•ct 
in actual p:roductiOD wee th• it.art or th• prop-u. llowenr, 
tha turtber iapro••111t ratlected in the f\lture production rate 
index acbedul• le probebl7 correct, eccordina to prHct ahipflord 
eatiMtAa. 
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of 194). Sobecbll'lll wmit tor .T'1117 l94J. llloald NH till -rtnlctiDD 
rate !¥- to 29, appraz1Mt.el7 three t1M1 u hf.P u it •• a par 
&IO• 

Ill <llar\ 'rt ti!-. 11 J11'9Mlltecl .. 1llda --Us till total 
&O leW _.i.: cloae 1a ~ ODHll 101111 WWW h11t llbipl in 
till u111w Stat.ea ldnce .r1117 1940. At till eDd ot till tirlt m" 
-till (llec..i..r 19 "40) ODl7 :J peiromt ot till 'IOl"k required to build 
tu proJected J.D et l H em tcm1 ot abip1 bad bee tiniabed. a, till 1114 
ot .rme, We 11114 illen&Hd to 8, &lld b7 lllOt't Octobc eboald be 16. 

CHART 27- MERCHANT SHIPS 
TOTAL PRODUCTION 
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Ir no ~•r• or 
ealee are made of eitber 
the existing AMrioan •r­
ohant ri .. t or tbe tarmac• 
eobedulod to be oc:metruoted 
in the next two 79"1'•, tbe 
tlll1ted States 11erchAnt -.r­
ine ebould U011Dt to about 
14 al.llion t<me b7 the end 
ot 1943 or tbe al.ddle ot 
1944. Chart 28 ahowa the 
relationship between ton­
""'" on hend in tbe po.at 
end thia gO&l. It should 
be kept in lll1nd, however, 
tba t there are strons poa­
aibili ties that a large 
abare ot exiating and pro­
posed tonnage will be aold 
or transferred to rorol.in 
registry and CCllUlequentl.7 
the Allerican regieterod 
tonnage 1• unllkel,r to 
reaob the scheduled gO&l. 
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CHART 28- MERCHANT SHIPS 
U S. INVENTORY I NOEX 

I 
Julr I 
'940 

Wt Hovt Wt Shouia 
Now Hovt \ ____ 1 100 

I I 
July I 
1941 

Jon I Rtq\llrt· 
1942 mtn·t• 

On July l, 1940 it waa eatiaeted tbat the United States regie­
terod merchant urine cooeieted of l , JOO ships . ropreaenting 7 .6 
m1111oo t.Jos of oce&11-going shipping. Vesaals ware oold or registry 
tranoferred to Great Britain, P&na11A, and othar countries 1n order 
that the7 might be able to enter balligarant waters. Therefore, 
despite deliveries during the 7ear, the American neet bed dropped 
to l ,179 ships r epresenting 6.9 a1lllon ton• on Jul7 l, 1941 . 

Sine• the speed at which Allerican TUds can turn out ocMn­
going cargo vessals 1a one of the dech1Te factors in detera1Ding 
the final outccme of the present war, 1 t abould be noted tba t peak 
A..erican construction of 4SO thousand groaa tons achoduled for Jul7 
1942 ia aligbtl7 higher than Br1 t 1ab, allied, and n.utral ahipping 
lo•••• which b&Ye e:raragod 425 thousand groea tone per month during 
the first half ot 1941. Plane are currently being deTaloped to 
speed up American production , and the peak nte u7 be reached prior 
to the date indicated b7 proaant achedulea • 
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POSTS, D!l'OTS, .lllD PORTUIOATIOllS 

.la tile An,y and 1&"7 upanded both 1D t.eru ot Mllpclftr &Dd 
equ1)lMDt, it wu neot1111917 to ...,.t the taailitiea tor bouinc and 
tra1D1nc per-..el. Tllere haft been Md.o aftilahle l\md9 ot Oftr 
$3.6 bilUoD tor the oonatruotJ.oa ot poete, .S.pote, and tort1ti0&­
t1.on1. The •Jor 9bare ot tb1a wu uMd tor tbe oonatruotian ot 
borraolul and boepi t&la tor qll&1'terl.llC tile .tniT. The or1g1nal ou­
toment propa n.1 p!enned to pro\'ide abelter and otber taailitiee 
tor 1111 .tniT ot 1.4 aillioa - · Thia 111>rk llO'Nd at • rate oonaid­
erablT lllonr tb111 the orS.C1nal aoti.duJ.H eatabHebed bJ tha Quart.er­
maat.er Corpe, and the t1nal ooet n.1 twioe u sr-t u the orS.inal 
eati-t.e. It 1a now Tirtuall.¥ oompleted at a ooat ot about $1.S 
billidl. Pllrtber increuee 1D quart.era are beinc baDdled br rela­
ti'rel;r mll per1od1o alloo&tione to the Qaartermaater Corpa and the 
acale ot the 114dit1onal procru rill depmid oa turthar .S.Oi11.on1 llhich 
ur be raaabed ooa••rn1nc tile mmber ot - 1D the .tniT and tbe tiM 
period onr llhiob ezq 1Doreuae 1D tbe aatJ.n dutT •tnacth or tile 
J.rw;r ur be acheduled. 

In addition to the $1.s lSilllon 0111to11Mnt procru or the 
Quartenaater Corpe other oppropriatioaa were aade to pro\'ide bou.oinc 
tor the tuillaa of •nlleted -· Total allooatione tor the .. chrell.-
1.np were ZT,650 taa1.l.;r clnll1Dg llllite at tbe end ot J\me 1941 wbmi 
24 tb<>UADd UZLit• bad been placed under ooaetr\lotion end s,241 lllL1 te 
bad been oaaplet.ed. A mil $12 •11 Hoa procru tor the coaetrwitian 
ot etorep taoilitiea and aaint.enanoe clepota hr.a been two-t.b.irde • .,... 
pleted at the md ot the 7""1". 

F1Dall;r, th• Quarteraater Corpe hr.a reoe1Ted about $67 aillion 
tor coaetruotion ot buea outaide tbe lla1ta ot oootinmt&l Onit.ed 
Stat.ea. tb1a procru ia now about halt t1Diabed and the reminder 1a 
aobed11.led to be CamJll•ted at a rate ot lS percent cmri.D& each ot tbe 
next toro quart.era and 10 percent dur1nc th• tiret tso quart.ere ot 
calendar year 1942. 

In add1 t1on to tbe U., proll'U tor poete, de po ta, and oantoa-
11&11ta, th• la..,. bu a •ia1lar procru total.inc about $326 alllion. 
Thia procru wu halt oaapl&ted at the end ot ll8T 1941. Th• re­
u!Dd8r ot the procru 1a eobeduled to be oaapleted br October 1942· 
n llbould be as peroct oomplete br J.-:ry 1942. Tbe 11a..,. a1eo bu 
a $26o wnu"" procru tor ooaetruotJ.oa ot buae outaid9 ooatJ..nat&l 
Onited Stat.ea wbiob abauld be ooapleted bJ JlllU&1'7 1942. At the 
pre .. nt t1M tbia prGll'U ii about 60 percent ooapl&ta. 

Tbe TUt Onited State• arlation procru bu neceHitated a pro­
cru tor upanaion ot ai.rporta, pertJ.oularl;r ailit&Z7 ai.rporta. Th• 
total procru tor ailit&17 airport ooaetruotion &110U1Lt• to $685 llil-
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ll.4n ot wll1ob $467 aill1oo 11 tor the conatruction and iapro-t ot 
Anq airporta and 1218 ailll.4n tor la"T airporta, OD Jul.7 1, 1941, 
t.b1a procraa wu about 40 pel'Cellt coaplete and bT J~ 1, 1942, 
ebould be 90 pel'Cellt coaplete. eo.pJAtJ.ona to dtte bue -t on 1.D­
Ol'MM 1D tbe -bar ot airpol'tt troa 78 on Jv.l.7 1, l~, t.o 99 at 
tbe pretent tiae, plus iapro-te Ind batter ~ 1D all of tbe 
airporta . 

In add1tl.4n to tbe atrictJ,y a111tar)' procraa, tbe airport tacil­
itie• ot tbe countxy but bMn 1.Dc ... ued Ind iaproftd throucl> U.. 
Ci'fil .bron&lltic• Adai.D1atration Ind tb• Work ProJeota •rla•ntatratiOD proa:rau. OW1JI& tbe period Jul.7 1 , l~ to J- 1 , 1941, tbe -ber ot clue 2, 3, Ind 4 airport• roaa rroa 472 to fl#4 Ind the procru 
conteaplated tor the next 12 -tba will 1.Dcreate tllia nuabar to 962, 
olaaa 4 airport. ba1.D1 tbe beat aqW.pp9d. Tba claaaiticatiOD ot air­
port.I 1a bated priaarll;r oo 1-ctb or nmn.ya, Tb• acccal"'D11DI 
tabla abowa U\• breakdown bT clue ot airport and 1.Ddica tea the sreat 
1-prOYWDt 1D the qual.1t1 ot •xiatiD& airport• wb1ob baa been ... ..__ pli llhed. • 

-bar ot llOlla111tarT .Urporte 

Claaa 
l21!J. l 1 l J. 

E:detiDg July 11 1940 2, 221 1,749 396 57 19 
E:tlttl.ng June 1, 1941 2, 2so 1,556 531 us 45 
llatieat.d June 1, 1942 2 ,;86 1,424 438 4fT1 ll7 

Tb• C1'fil Aeronautic• J.da1Diatrat1on pmgru tor tiacal 1ear 
1941 .... $31 aillion, or wbicb $1 ,600 tbouaand had been upenci.d bT 
June l; and the llork Projeote Adain1atration program repreHnted $70 
a1ll1.0ll or Fe<Mral 1'lmda. Tb• proO'U for f i acal ,...... 1942 i• tor an 
add1t1.0llal $63 •11Hon for tbe C. A.J.. and $134 .;111100 t .- ill. ll.P.J.. 

In add1tl.4n to tbe air buea 1D oont1.Dentai Uni~ State• , work 
be• been carried forward on 7 air e t&tiODa t or tb• U., outal.4e con­
t inental Oi11t.d Stat.a Ind 25 air bates tor the l a"T• Tba liet ot 
bate• ia1 

Ladd Field, J.laeka 
Elmndort Field, J.lalka 
llbeelar fiel d , Hawa.\1 
B.icl<aa Field, Hawa.\1 
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laftl Air StaUoos 

Charlotte AMJ.S.., '.1. 
St. ~, V.I. 
Cooo Solo, Canal Zon• 
Bolboa, COIMll z.... 
Ga ti.m, c.a.al. Zoo.e 
Ouantanuo, Cuba 
8Ml J\Lao., P\wrto Rico 
Xea.eoha E1a7, Ban.ii 
Pearl Harbor, Ht...,11 
CUu, Man.ii 
kid•&J' Island 
TUtu.Ua, St..>a 

·- bl.and 

a.... 
lod.1.ak, iluka 
Sitka, AlMta 
ilAaka, iluk& 
• Anti,ua, a. •••-t llMU.e• 
*Ar1.nt1a, Hntoundl.Uld 
•Benmda 
•Britioh-
•Juaioa 
•st . Luci.a 
*Trl.n14od .-.... 

*Britiah be.aes ••cured iD destrQye.r transttr. 

Tot.l. tuods ..Uocated tor the Air Corpe program ou.tsid• con­
tinental Onit.d States '-" $70 aillion and as or J\llM 11 1941, t .)O 
IDillion worth ot • or): he.d. be.on coople ted. '!'he reaa.iDdilr le echedul.~ 
ot • ra~ to lrlng the procru to Tirtual. ooapl.etl.oo by Jul3 l.942· 
Tbe No-.y program ie $J.6S aUJ.1on. Ap,,._i.u.~J,y b&l.t ot thi• bM 
be~ oOllPltt.+d by Jua.e 1, 1941, and tbe progru should be 90 perc.nt 
complete b7 January 1942. Ot the Na.vy Pl"OCJ"Ul tor be.Ma abrocad, plans 
t or the 8 naval air et.at1on1 on tho 8rit.ieh I 1land.a arranged tbrouab 
tbe trade tor the 50 over-o.ge des troyers, il'lvolve ap~t.17 J 50 
aUJ.l.oo. 
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Chapter 3 

PRODUCTION AND PROCUREMENT PROBLEMS 

T be II-~ plam, 'lbic0 bad been in preparation llT the ~ and 
•"1 lruDitioaa Boud, tor ,a long period ot u.., ll&de it poaaibl.e 
tor tlla prograa to get under ll&T llOre rapidl;f t.baJl it oould ban 

dom otherwiH. When the prograa •tart.cl la1t !lay, howner, it proft4 
to illt'Oln a large maber ot prohl..., not adequatel.J' conred llT tlla 
plaDD1JW tllat bad been dom. 

'lh• 11-DllT plana ot tile ~ am 11&..,, llun1 tiom Board nner coi>­
teaplatecl a eituation 1n 'lbicb the transition 1'rOll peace to nr woul.cl 
be gradual, imolrlng an extemed period ot lillited ...-gellC)', a 
situation in Wbicb the ei .. ot the program would be cont1mwll7 
80tlnt1ng, or a situation 1n wbicb Defense Aid requir-nte, a1 ••ll ae 
our own m.J.itar)' req~nte, would DHd to be taken into account. 

Because ot the oontinual cbaagee in tecbnoloa mlcb ot the de­
tailed eco-1c planDiag tor a detenee ..rpncy could not be done 
Wltil the eMrgenc;r wao upon ue . Por ma~ iteaa ot materiel, pilot 
model& bad still to be denloped, teated, &1111. adopted after !lay 1940. 
'lh• plaDD1ag ot production, the toolinc up, &1111. the dneloi;ment o! a 
producing organ1r.at1on had to wait upon adoption ot theH pilot 
aodela. 

In addition to the problAma ot plaDDiDg there were the large­
acale probl ... o( ada1n1atrat1on. Solle indication ot the magnitude 
ot the adainietratin prohlea ma;r be obtaiDed fro• the increa&e in 
c1T1J.1an peraonnel. Th• ciT1l.1an •Pl<J1MDt ot Qonrment apnoiea 
aonoermd • i th date,.. baa grown rap1dl;r during the peet ;rear to take 
care ot the ada1n1atration and plaming ot the progrua. In Jul.J' 1940 
the total o1T1l.1an •Pl<J1Mnt ot the liar alld •"7 Departaente (ex­
oluein ot the •plo;rM• in araem.J.1, ebip;rarde, •mtaoturiDg depots, 
and comtruction • ork) wa1 112,500. It baa more t.baJl doubled am in 
April 1940 HI 232,000. There ••re alao 2,868 uplo;reea in the Office 
tor lllMrl:•no;r •mc-11t. ., total figure ia aftilable tor the am­
ber •plo;red in detenee work in other Qonrment agenoiH. 

Large 1oale procmwnt ot Mteriel did not atart until earl.J' in 
Septeeber 1940. 'nl• attempt to -.kw dete,,.. production an addition to 
the recul&r produotion tor ao_.... dwnda dela;red -rican producer• 
in getting ualer ll&T at a eatietaotor;r pace. In apite of the tact 
that our ecoDOllQ' ae a whole wae not operatiag at tul1 oapaoit.;r laet 
._r, it wae moe11ar7, particularl.J' 1n th• production ot airoratt, 
eb1p1, and ordn&noe, to pro'fide extenain mw productin oapaoit.;r. 
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Th• product.1011 ot ,,... tacil1 tiea and the 1h1tt trca one t;ype ot pro­
duct1011 to another ••• DOt 1peeded up ae rapidlT •• now •- dHir­
able, ~ becau.ae dete11a. co11tracte were 110t placed i11 eutticieat. 
quallt.1t1e1 to pro•1d• bu.a1nHI .. 11 •1th a aot1n druti~ to ~ 
viae their productio11 pl.&111 a..i. to axtel>I. det•111• product io11 cape.o1-
t111. 

lloreo•er, it wa1 d1ft1cult for 11&JV' to see how the det11111 pro­
gram would touch every phaee of the productin act1Yit7 ot our ....,.._ 
~ 1ince ,the ind1rect iape.cte were not felt lmed1atel)', and that 1t 
would 111vol'f8 an unprecedented increaae 111 emplo;ymellt. al>I. would plaoe 
demal>l.1 upo11 the euppl1e1 or 110st of our b&eic raw •teri&l.1 and upoa 
our power al>d tranaportatio11 tacil1t111 which the;r were not prepared 
to meet. 

SOiie of tho problems wbicb have developed· in connecti on rlth the 
defenoo program are diacuseltd in the follorl~ aectio111. 

DEFENSE INDUSTRIAL FACILITIES 

Progru 

Roughl:r f7 billion was made aftil&ble tor plant expe111ion t'roa 
the beg111ning of the defense program to. June 1941· Tb• Federal 
Go•ernMnt aade &ftilable approxi&atel;r 15.8 billion through appro­
priations and the operations of the RFC; and the British go.....,..11t 
has provided 1149 million of capital aHistance for 11ew l.llduatri&l 
facilities i n connection with its purchaaes of war 11&teri&la 111 thia 
countr;r. In additi on to the1e public funds, aJ. .. os t ll billion wa1 
1118.de available through privatel;r financed imustrial facil1t i81 aa 
111d1cated b;r approvltd and pe!>d111g certificates of neceeait;r under 
the five-;rear amort ization plan. 

About $3 billion of these f'unde have been definitel;r co-J.tted , 
either b:r fimnc111g or b:r construct ion eo11tracte, rlth an alJloet 
equal aaount still to be obligated·. The Federal agencies ·~aged 
in fine.nc111g defe111e induatri&l facilities had made def111ite COllllit.­
.. nte for 428 plante and plant expansions imrolv111g $2.6 billion. 
'!'bis total does not 111clude ouch capital 1xpe1111on as m:r have bee11 
part of tho price of procurement under suppl;r co11tracts. '!'he 
obligated funds are shown below b:r financ111g agency . 
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.. 
PUBLICLI l'l!IANC!D INOOS'l'RIAL FACILITY PROGIWI 

A• or Jwie .30, 1941 

P'inanc ing Agency 

Tot&l United St&tH under Contract 

War Depart.me ot 
Na'I}' Depart.Dent 
Defense Plant Corp. 
P.econstruction Finance Corp. 
llaritime Commission 

British 

(111ll1on Dollare) 

2,s12.9 

9SO.S 
774.0 
120.s 
46.2 
81.7 

148.S 

Facilities financed from public t'un:ls have been prima.rily for 
the production of finiehed war equiP111erit and parts going directly 
into such equipment. There is no• a trend towerds Federal financing 
of earlier stages of producti on as tbe oeed for more materials is 
accentuated and prive.te capital does not consider tbe expansion 
colll!llerci&l ly sound. OUr output of military equip11<1nt, exeept for 
ab.ips, is a.lmo•t completely dependent on tbe completion of these 
industrial facilities. For shipbuilding an:I aircraft a s se1tbly and 
aircraft p&rts , relatively ext ensive faci lities existed for peace­
time needs but tbsse facilities were wholly inadequate for our 
present requirements. 

The privately financed facilities under Cortificates of Neces­
s i ty providil:J€ for five-year amortization are also facilities 
essential to tho dsfense program but to a much larger degree repr.i­
sent ear lier stages of production • 

By Jul;y l , 1941. there bad been receiv<ld about J , 400 applica­
tions for certificates of necessity . Tbe approved cert1ficatea 
for privately financed facil ities number l , 6oJ with an estUiated 
coat of $829 million. ~ 

In addition to the approved applications, there were 1,359 
applications upon which action was pending, most of which were for 
pr ivktely financed facilities. At least some and probably a large 
part of theee pending applications represent facilities already 
under co!llltruction. The distribution of the value of defense in­
dustrial facilities by object to be produced and source of t'unda 
through June JO, 1941 is ehown below • 

• - Exclusive of facilities financed by RFC loane and facilities far 
pilot and mechanic training. 
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TJJILE 6 - DISTJIIllJTIOll or VALIJE or DEFDIS& IllWS11UJJ. FACILITIES 
BI TIPE or FJ.CILin AllD SOORC! OP P'llllDS THROUGH JOIE )(), 1941 

(A11o1111t1 in llillion Dollars) 

Source or f'lmd1 
TotoJ. Public A Printe ]. 

.Aaount Percent Amount Percent Amowit Percent • lof Totel of Totel ' 
To tel 3,SS0.2 100.0 2,721.4. 76.7 828.8 2J.J 

Chmical.11 450.6 12.7 396.J 11.2 SJ,.J 1.5 
Products of 

Petroleum & Coal 29.8 0.8 lJ.4 0.4 16.4 0.4 
Iroa and Steel 

Product a 296.4 8.4 142.4 4.0 lSJ,.D 4.4 
Amruru. ti on, Sb ell a, 

and Bocba 437.7 12.J )99.J 11.2 38.4 1.1 
Cuna 244.8 6.9 221.8 6.2 23.0 0.7 
Aircre.tt 746.7 21.0 649.9 18.J 96.8 2.7 
Ships & Ship Repair 519.5 14.6 506.6 14.J 12.9 O.J 
Vehicles & Tanks 43. 6 1.2 23.9 0.7 19.7 o.s 
Nonferrous lletela m .1 5.9 58.4 1.6 151.J 4.J 
llachinecy (except 

electrical) 188;0 5.3 so.a 2. J 107.2 J .O 
EJ.ectrica.l 

F.quipment J7 . 5 l . l 20.4 D.6 17.l 0.5 
lliecellaneoua 

llanulacturing 85.6 2.4 59.7 1.7 25.9 0.7 
Nonma.nulacturing 111.a J.2 - - lll.8 J.2 

Bri ti ah-financed 
Facllitiea £ 148.5 4.2 148.5 4.2 - -

A IncludH faeili tiee HtiA&ted to coat 110re than *25 thoul&l\d and 
financed throU&h di.rect obligations (Gonnmant and E. P.P'. contracts) 
of the liar and Navy Depert.enta, Mari time ~aeion, and Detense 
Plant Corporation and Reconstruction Finance Corporation Loane. 

~ Aa reflected by Certificates o( Necessity approTed excluai•e o! !aoil­
itlea financed by R.F .O. loana(tJO.O million) and exeluei•e of 
printely financed pilot train.ing facilities ($3.7 llillion). 

~ Breakdown by ttpe ot product not nail.able • 
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The inter~relationa between the production of finiehed products, 
the equipment and supply of be.sic material• necesN.r)' !or such pro­
duction, are complex. Until all the allocations are made for the 
faciliti es needed tor end products and the production schedule• are 
set for the amounts of end products needed, it i e difficult to IMNlsure 
the size of the facilities problem. A subeequant eection dealing with 
machine tools indicetes something of the size of the problem faced by 
that industry, in attempting to produce the tools needed tor facili­
ties already ordered. Until the remainder of the Federally f inanoed 
facilities are completed and contract schedules for their producte 
are established, there will be difficulty in making apecific arrang~ 
ments for the needed machine tools , snd additional cape.city for parts 
and for the materials required, 

Construction 

ApproXimately one-fourth of the industrial facllitie• which bsd 
been put under contract under the defense program by !lay l , 1941, were 
ready for initial operation by June . It is estimated that an addition­
al half • ill be ready for initial operation during the next six months. 
For public'ly financed facilities alone , about one-seventh were rea.clY 
for initial operation by the end of the year with an e.dditional. two­
tbirde estimated to be ready for initial operation during the next six 
montbe. But these figures are cisleading by themselves, since the 
values represent facilities working at full capacity but the dates 
show only that some operations in the plants were rea.clY to start at 
thut time. 

An indication of tbe progress being made in the construction of 
facilit ies is available in the cash disbursements. The table below 
shows that cash disbursements for all Federally financed facilities 
equal 30 percent of the total under contract as of the ond of Juno • 

FEDERALLY FINANCED INDIJSTRIAL FACILITIES 

Program 
Contracts 
Cash Disbursements 

Jan. 31 June 30 

(Million Dollars) 
2,161 5,880 
1, 513 2,767 

2(:/:J 831 

The production schedules of materiel shown in the precedirw sec­
tion of this report are based on the facilities already under con­
tract, except for the nl.rplanes which include the heavy bombe.r pro­
gram, Scheduled increases for prociuction of materiel, as shown by 
tbe indexes presented 1n the oection on militacy equipment, will re­
sult primar~ from the completion of these facilitiee . 
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Loct.tion. 

At the be&iJ:lning of th• progr1111, supply oontracte were of neces­
sity granted to established produoora. A geographic distribution of 
supply contract.a awarded, therefore, was at first entirely dependent 
upon the location or existing manufacturing eetabliebmenta. 

The accompanying maps of the location of new defense industrial 
facilities aa of April 30, 1941, abow that these new facilities bnve 
largely followed our prorloua industrial concentration. Factors af­
fecting tbie concentration were skilled labor , transportation, water 
1<1>d power supply, and socilll service . Thie adiiitional concentration 
of defense 1nduetr1eo in already crowded areas, man;y of which are in 
vulnerebla locations , bas created serious proble118 even for the 
largest cities. Thus , defense facilities in the Baltimore area will 
create as many new Jobs in industry in a period of two years as were 
created in tho 8l\Cl8 ar.ea by booci industrial growth in the eight- year 
period 1921-1929. Locations have been chosen after be.lancing •111-
ter;r and ecollOlllic conaiderationa with +.be t•pering factor, the need 
for earlT production. 

F.auiP"'ent 

Machinery, includini: machine t ools and caterie.l-bwidling equip­
ment, must be available as soon as construction on new facilities is 
suffJ.cJ.entl;>- advanced to pern.it installa t ion. To meet t boso requiJ:e­
mentn, an unprecedented production load bas been plac ed. on the machin­
ery industry and e specially the machine tool industry . . . . 

16.c.ch :l n:: tool d.el i Vdl'it;tb in June 1940 wcru ~3J.. 7 mUJ.ion ana 
i n June 1941 , $69.l million, an increase ot 118 percent. Deliveri es 
for the year 1939 were $220 million aoo for fue year 1940, the)<' were 
'423 mill.ion. They are estillla ted to reach $800 million for the year 
1941 acd $1,000 ciillion in 1942 . To meet these estilllates , the irxlus­
try wlll require ILll average DlOntbl.y output of $70.3 million for the 
last 6 •onths of 1941, and $83.J million per llOntb tbroueholit 1942. 
'!he physical q11&ntities involved will be less than tbeoe doll ar asti­
r.ates indicate as the price index of 11achine tool& has shown a r i •ine 
tendency. Since AIJiU•t 19.39, the price 1nde.x of mscbine toold has 
rieen 18 percent, a nd •ince July 1940, i t bas rioen 8 percent. The 
estimated monthly sbipo>•nta are shown in the followi ng chart. 

In spite of the rapid expansion of the maohine tool indus try dur­
ing the last twelve months, tbero is doubt wbethor this industry can 
meet the r equirements of the dofonse program with the necessary speed • 
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Un.tilled order• tor m&ohine toola ae of lune JO, 1941, were $529 
million, approxiaate~ equal to the eati.uted o.apa.oity ot the indwit.r,' 
tor HYen and one-b&lt 11011tba , enough to keep the indWlt.ey bwsy un­
til the lliddle of February, 1942. In addition to U..ae defense r•­
<tuir-nta contracted tor, the new taoilitiH tor the boeber prograa 
will require $JOO million worth or 11acb1ne tools, and other planned 
detenoe facilities an estiaated addi tional *480 m.illion tool invest­
ment, or a totel of $780 m.illion or additional aacbine tool s r equired but not ;rot on order as or J1r1e JO, l94l. • , 

It -•hine tool llhipoenta meet present OPll esti..at.es or shipoents tor the balance of 1941 and the yesr 1942, totallnt $1, 422 million, 
facility requirements now in eight cannot be aet before Oeoe111ber 1942· 
Thia assumes an evon distribution or the production load in tho u­
cbine tool ind Witry, but tacilit;r requirements are llUOb greater, 1n 
proportion to C&p&cit7, fo.r aoae t;rpes Of aacb1ne toole than for 
oU..rs. That i s , it Da:f take much longer than the &Yerage ot 17 
months to meet r equirecents for such cri tlo&l macb1nea aa thread 
millera , gear-gr1nd1ni: machines, horizontal boring mills ond j ig 
borers as tho following tol>le abowa . 
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The situation -:r be OOMwbat better than the aboTe 0<10ddera­
tioa1 would indicate il the tullHt poasible wie 11 ll&de ot tbe 
10-called • capt i'H pl.anti.• 

Azl 1.apor tant cootributinC taotor to the aaohlne tool probl• 
11 the shortage of suppq of al<illed workers . Since tlUs industry 
miat work to very cl ose toleranoea, its requir .. .,,ta for akill &Dd 
tro.1n1ng ar~ 1110r e exactiog tMn 1n aoat induatriea uaing aaclline 

TABLE 7 - CRITIO.U. llACIUllE-TOOL RllQUIRDmtrs 

EeUAat ed EaU-ted To t&l 

Delluriee ATera1e Tot&l Unf illed 

Juoe l94l llootlll.7 DeliTariea Ord.era 
Delhariea and Bceber 

l 94l I. 1941 I. 
Requir•.,ts ~ 

(llllllber or Uni t s) 

Horizontal 
Bor1ng Machines 75 

J i g Boring 
109 l , ;306 1,68; 

Ila chines 64 109 1 , )09 1 , 516 
Vert ical Boring 

llacbines 89 
Deep Bol e Drill ing 

ll2 l , J49 1 ,854 

Ila chines 99 85 l ,02l 'Y76 
RadJ.al Drills 264 252 J , OZ7 ;,lll 
Hobb1ng llacllines 82 106 l , 298 l,238 
Gear Grinding 

llachlnes ; 6 52 629 l,JS2 
Internal GrindJ.ng 

Machines 198 222 2,664 ;.~ 
Thread GriDding 

llacbines 77 86 l , 028 886 
Engine and 

Toolroo:o Lathes 618 702 8, 425 9 , 2;2 
Turret Lathe s 845 l,072 l2 ,86) l2 ,8J2 
llultl-Spindle Auto 

Sar Machines 259 268 J , 2l7 ; ,651 
Milling Macbinea 2 ,191 2 ,138 25, 655 20,061 
Thraad llillers BS 68 815 l , 2l8 
Profiling ll6 1J2 1 , 586 1 , 681 

!. llanufacturers1 estimat e. 

£ Does not include proviai~n tor '480 aillion 11or tll of tooll est.ia&ted 
for additional defense focilitioo (other than bombers) for wllich no 
breakdown 1a uailablo. 
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toola. Th• tr ... ndoua elCp&llaion w1 t.h1n Ule 1nduat.ry, plua t.he enr 
1J>oreaa1ng 0011petiti o11 t or •killed MObiniat a wi tb other det..,,,. 
induatriee, hae created a labor ahort&i• • Thia baa been a reatr a1J>-
1'>i 1.n.t:luence on tacili t 7 oxpan11on. 

Total •plo111ont 1n the machine tool plallts iJ>oreaoed about 60 
percent tree Deoember 19.39 to the tirat ot llAT 1941· llan boura more 
than doubled during the - period, reaohing a peak ot 4.S 
111111011 •••IUJ' on 1187 1, 1941. Thia 1nor..,.o baa bffll broud>t about 
bJ increased working boura and bJ inoruaing the uae ot aeocod and 
third ahitta. DlpJ.,,,_,t in aeoond and third ahitta, howner, 1a 
atUl a email part. ot total omplo,,.....t. l!aployeea on the t1rat abitt 
were 73 percent or the total, tboae on the aeoond were 22 percent, 
end the thi rd only 5 percent ot t he total on 1187 l, 1941. TU ex­
t ensive t raining progr&J11a being undertaken by 111aobine tool OOllp&nioa 
111&¥ bolp to correct this ei tuation . J!)Dplo1M11t in the 1nduat.ry on 
May 1, 1941, wu 87 tbouund and ia expected to iJ>creaae to 100 
t.houaand by the and of 1941. On llay l, 1941, tbeee compe.niea bed 
12,800 train"• wllicb accounts tor l..4 percent ot total em~t 1J> 
the induat.ry. 

The following teble .-bee 80llO aign1ti cant labor tacte: 

'l'AllU 8 - llllPI.O?IClll'? II THI NACHID 'l'OOL IIDOH'IT 

~lo7u1 
Decnller 1939 55,000 
Mat 1, 1941 87 ,000 

IC&A llour1 ( Weoltl7) 
Me.r 1 , 194o 
Me.r l , 1941 

. 
2,000,000 
4 , 500,000 

Anrace W.e1t17 llouro ae ot Me.r l , 1941 
J'i re t Shlt t 54 
S.oocd Shltt 54 
'1'b l rd Sh it t 36 

lluUer of Mee Wor lt1q &1 ot Me.r 1, 1941 
J'lr ot Shltt 63,200 
S.ooc.4 llll t t lz .100 
!'blrd 11110 , 4()() 

!rain••• a 1 of Me.r l, 1941 
haller 12,800 
J'eroent ot total ~lor-.• 14 
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It nn MCbinea o&MOt be aupplied tut enOllCh to -t def•H 
requir-ta the altomat.1 ... 1a tuller "" ot exiatinc equii-t 
either through di• ertinc pl.ante ha•inl cri t i cal .. ohin• toola !'roe 
nondafen1• to defenaa prod11Ction or by tnt.n1terrin1 oritioal tool• 
from nondofenae to def enae plant1. Ourta.Ued prodllCtion of aut.o­
mobilae and electric refrigerator• and the rr ... inl or llOdela ia 
expected to dinrt 11&111 toola to the production of ordnance and 
airplanes. Siailar tuture curt&ilatllta in the production of other 
1ncluatriea that are largo uaera of MOhine toola ...,, also br1ni 
about f\irther diTerliOD of tool.a to dOf&D80 induatriol and relieve 
tho pressure on machine tool aanufacturera . 

Utilization 

'l'h• ..,1.,. of prodllCtian dependa not ooI¥ upon tho auppl.J' of 1n­
dlatr1al facillt.iea but also on the degree of their utilization. llax-
1.Dwo utilization of tho facilitieo alr~ aT&ilablo baa great iaoedi­
ate •1sn1ficance in tho defense prop-as, 11nce it will be aome tiAe 
before the plants and equipment now under conatruction will come into 
produ.c tion. 

ID 1eneral tbere are two •tbod• of 1ntonoif71nl the use of facil­
i tiH, One is the lonctbening of working houra through oTOrtiAe and 
the other i1 through ml.tiplo ebitta. 'l'h• progre11 u.de along u ..... 
t wo linee will be dilcueead at eome lqth in a later eoction . Only a 
brief. aumu.ry of the final reaul t1 of these two •&llUX'ea, which are 
employed to different degreee 1n different plaata and ind\ultriu , io 
given at this point. 

there ia wide T&riat1oo "-' different induatraa and planta 1n 
tho -t ot time that facilities are 1n actual use. The situation 
1n the aircr aft industry aa of llt,y 1941 ii ..-riled in tha table be­
low by IDOllllB of a generalized 1nclox ot plant utilization. 'l'hi a index 
is baaed on the a.aeuaption thet the firat eh1tt reproeenta tho opti.o:um 
rela.tiooebip of worker• to plant and equii-t and 1• obtaiDed by 
dirtdin& the total produothe MD-llourl for the week by the nuaber of 
olllplo)-ffa on the firat ahit~. 

Nono of the ·42 airplane pla.nta ebown 1n ti. table avora.cod more 
than 99 bouro a week although t wo plants , accountinc tor noa.rl.J' ono­
ti!th of tho capacit.)- ot the croui>, ahowod operation• of 9S to 99 
boura. !lnon planta with Ma.rq SO perc.nt of the capacity. operated 
or ha.d a plant utill&ation of betnen 75 and 100 hour• a. ... 1<. OD 
tbe otller band, lS plant• with a.bout u ... and oae-bal! percent ot tll• 
total ca.pacity ebowed operations ot S9 boure or l eaa. Tbe group with 
& pla.nt utilization ot 40 to 44 houri conatitutod •1'bt plaata witll 
2.8 percent ot tho total capacity. 
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I 

Th• planta aanutaoturl.JIC airplane enginH abond the 110at 1n.teo­ein plant utilization or the entire induatry. One plant, rltb one­
•1.xtb of tbe total capacity 1n t.be cg1n.ea a:roup, operat.d at """ 
tban 125 lloura per • Mk out of a •rl•,, total of 168 hours. th• tin u.Jor pl&nta , acCOUDtl.JIC for nearq 80 percent of tbe total cape.oit7 

TABLE 9 - OISTRii.JTIOll or PLANTS AND PRODUCTIVE CAPACITY DI 11:1! 
ilJICIW"I' IllDUSTRI ACCORDillO TO El'l'E.'11' OP PLA!lf 11mIZUION 

1'.&7 1941 .!. 

Aver&ge Airplanee Enginoa Propellers Houra of 
Plant Oti- Nw:ober Percentage liuaber Percentage lluaber Percentage 
lhation ~ of of Total of ot Total of of Total Plants Capacit7 Pl.Ants Capacity Plants Capacit7 

125 - 129 - - l 15.6 - -120 - 124 - - - - l 32.2 
115 - 119 - - - - l 11.2 uo - ll4 - - l 0.2 - -10.5 - 109 - - - - - -100 - 104 - - 2 34.6 - -95 - 99 2 19.8 1 29.l l 0.3 
90 - 94 - - l 3.4 l 1.4 
85 - 89 3 10.) - - 3 6.2 
80 - 84 2 6.4 - - l 10.3 
75 - 79 4 11.3 2 3.9 l 10.0 
70 - 74 4 25.0 2 2.5 l l .8 
65 - (fl 5 8.9 2 4.1 l 13. 8 60 - 64 7 12.7 - - - -5.5 - 59 2 1 • .3 1 0 • .5 - -so - .54 2 0.5 2 .5.4 - -45 - 49 3 1.0 3 .7 2 ll.J 
40 - 44 8 2.8 - - - -.35 - 39 - ·- - - l l.4 
30 - 34 - - - - - -25 - 29 - - - - l .l 

Total 42 100.0 18 100.0 l.5 100.0 

• Baaed for tbe most part on data for week ended !lay 16, appaarinc in 
11.atariel Diviaion Con80lldated Statistical Report for 11&7 1941. 

~ Hours of plant utllieation : actual man-hours f or week 
nwaber of workers on let llhi!t 

Thia Ul9UlllU tb&t the owaber or workers in tbe first ah.ift repreaenta 
full use of facilltiea . 
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of the airplane enc1ne1 indutl7, &Ter&&ed 110re than 95 hour• per 
- k. Hone of the enc1ne plante had a ut1ll1ation of leee than 48 
boura per -k. 

Propeller plante •tand between a1rpJ..ane and encine tactorie• in 
dell'ff of pl&nt utlliaetioo. Tllo plant• with more than 43 perceot ot 
the total oapaoit)' ot the propell•r croup bad a utillu.ticn of ll5 to 
125 bourl per WM!<. llor• than 4tJ percent ot the total oapaoit7 ot the 
P'OUP ii oODOentrated at th• rate of utlliaetioo of troa 65 to 90 
hours. Sou lJ percent of the capacity lieted by four plante had a 
utiliu.tioo of lees than 50 houra. 

'!'be roreaoin& t i aure• may be compared • 1th th• one 1hitt 40-hour 
week and the Jl&X1- ot 168 houra in a 24-hour, Hftn da.r week. lhil• 
th• 168-bour week ia not praot icallJ' attainable, inteneitioation ot 
the UH or exiating facilitiH Ml (re&t potent1alitiea for apeedin& 
detenee production. I n th• cue or the eircratt i.Ddwltr;y, th• 11eet 
~ utilised plante operated at about 30 percent greater utiliu.tion 
then the anr&&•· '!'be percent&&• ditterence 1e approx1-telJ the 
...,. tor the gro11p1 or pl.ante IOlt.111.facturi.ng plenea as wall aa tor 
thoee mamtaoturiqi eqiinn and prcpellere. 'l'be output would obviousl;y 
be eubetantiallJ increased it all pl.ants could at least be lifted to 
the points ahown practicable tor th• beat UDita, 

'nle airorafi. induatr;y i• not peculiar 1n thia reepect. There ara 
•Ten areater ditrerencea between the average utilization or all plant• 
and th• beat plant& in. other incluatriea engaged in d1ten11 production. 
1be table below -.riles the Condit.ion r.,., a liat or HllCted indwl­
triel 1.aportant to deren.. . 'nl• ri&urea are meed on a surny or a 
total or J6J plants made by the a.re&u or Labor Statistics tor llarch 
1941. 

It will be aeen that in the machine-tool accaaeoriaa and electri­
cal. aachin117 and euppliee induatriH, the plant 1how1Jia the greatest 
daaree of utilization conred in the surve;r was used twice aa lll8Jl7 
houri aa the anrage tor all planta COllbined in that induatr;y. The 
beat vlant in th• uchin.8-tool induatry o;iarated at the r a te of 72 per­
cent higher than the anrage1 exploaivu b7 percent1 ..nd vrbate alup­
JU'd• 48 perc .. t. 

A &lance at the tirat two columa or tho table 9111&Ht1 that in 
.... of the induatriea the pertorunca or •nn the beat plenta •ight 
be 1.aproYed. Hence , the latent po1dbil1t1H tor expaneion of utili­
zati on and produotion lie beJODd th• beat record achieved in the group. 
The beet plant in the aheaical induatr;y n• in full operation 73 houra 
a nelc (S6 houre f« the ero\IP H a wbola) . In •china-tool accH-
1ori11 there n• at l.eut one plant which operated l.44 houri a WMk. 
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TABLE 10 - PLANT UTILIZATION IN ELEVEN INDUSTRIES IllPORTANT TO DEFENSE 
lliddle fl•ek in March 1941 ~ 

Number of Hours Per Unit Ratio 

Induetry 
of Ca-·ci•- ~ Beet 

ATerage All to Beat Plant Plants in Sample Average 

Private Ship;yarda 89 6o 1,48 
Ammunitiqn 95 'rt l.2J 
Ila chine Tool a 115 (fl 1.72 
llaahiile-tool Acceaaoriea 144 68 2 .12 
Brass, Bronze , and 

Copper Products 106 75 l . 4l 
Chemical.a 73 56 l . JO 
Electrical llachiner:y and 

SUpplles 122 59 2 . 10 
Engines (other than aircraft) 90 69 l.JO 
Explosives 120 72 l . (fi 
Firearms 75 57 l,J2 
Smelting and Refining 

Copper, Lead,and Zinc 81 60 1 . 35 

.!!. Based on survey of' J6J plants made b:y the Bureau of' Labor Statiotics. 

k Total "product1Te" man-hours divided by the number of •productive• 
workers on first shift. (Or·e worker on first shift 19 taken as unit 
of capacity). 

In Government navy ;yards (not shown in the table) the difference 
between the beat and the e.verage was leas than 20 percent in recent 
montl/.a for which data are available . This is lese of a spread than 
for aey of the induatriee shown in the table as well e.s for the air~ 
craft induatry. '111e difference is much leas than for prive.te ;yards. 
The be.sic data for Govamment n&T,1 ;yarde are not fully comparable to 
those for printe ;yards and other industries. It e.ppee.re, however, 
frOlll such preliJlin&ry de. ta as there are on band, that both the best 
and aYerage utilbation in Cover1111ent ;yarde &re lower than in several 
of the private industries shown in the table above. 
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, 
1be ability to prOTide llUttioiet ru atanai. to -t .S.tenH 

procru ~ta and .... 11t1al oirtliall 11Hda at the - U­
n90l.fte itMl! illto two pl'illoipal pan.. (a) 1be oapaoity ot an.U­
a'llle taoilitie• ~ be a llaitillc factor partioul.ar~ ill the - of 
9111tbetio• and ot the ntilliq of 1taM1 .. tale, (b) lh•n a eublltan­
t1al portioa ot our buio euwl7 mwit OOM troa abroad, we mwit reckon 
witb the wartiM dUtioultie• ot Minta1111n1 th• now of our import.. 
Below an dieo11Hecl illuetratift illOl"HH• ill our taollitiea and the 
•tookpllH " haft .S.nloped u illallrmce apill•t th• Cl\lttillc ott ot 
1.mporte. 

ra.ou1v l!r?rn•'•• 

It wu appuent more tbaD a ;rear aco that we 11ffded eublltantial 
upendon ill airplane and ordllano• taollitiea. &it th• extent to 
wbioh available oapaoity wOllld Uait our ability to obtaill basic raw 
.. tariala ill the UOlmte Dffded bU become clear ~ ill recent -the. .le of J- 301 Oll1' faollitiH Pl'OP'Ui illo]nd1n1 Britieh 
capital &Hietance and the tin-;rear amortiaatioa pl.an UIOllllted to 
approximate~ t7 blllioll. Leu tbaD on• b•lt MJJ1on ot thi• total waa 
tor raw -tarial taoilitS..•. llbat baa 'be8ll doce and what 1a 1n pros­
pect ill the ~ ot added taoilitiee ill the - ot tour important de­
fense matariale 111 ehowa in the table below. iltbOU&b f'll:rtber increases 
an 11Mdecl, the addition• llbown for alum:l.m& and 11&111Hiua are eub­
•tantial. 

lllcreue ill Capacit7 
• Expected 

CapaoitT J~ . . 1,. 1940 JIJ4 l, 1941 
JllDe 30, 1941 June JO, 1941 June JO, 1942 

Stael, •1JUon tone 
per 7Ml' ~.6 .!. 2.6 .l ).7 .!. 

l)1• 1nm, alllion 
175.0 .12 pollllda per :rear 629.0 194.0 

llapeeiua, e1)J1M 

pollllda per 7Ml' )7.0 25.0 41. 0 
8)'Dthetio l:'llbber 1 

aillioa pcllllde 
per 7Ml' .5 2.5 l .8 

A Report to th• Pn•iclellt bJ Gano D111111, llt.1 22 1 l941J fipre in colua11 
l b tor Deo•ber JO, 1940; ti&W"• ill coluan 2 i• tor calelldar y .. r 
19401 t'i&W"e in ooluan 3 1a tor calendar )'Mr 1941. .l i;.rt cf the 
iDOre&e• 111 1940 reprH•llte renontion of obeoleta aal" hl&b coat 
taclliti•• aal reaett~ of tllraao••· 

£Plane tor additional capacity ot 600 aW1o11~al11 are ualer con­
dderatio11. 
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'ftl• qnUietic rubber now beiq produced in the United State• ia 
a eubeti tute tor rubber 0111¥ tor apec1al..bed purpolH. 'lb• RFC baa 
recentl;f azmounced pla1111 tor tacilitiee to produce synthetic rubber ot 
the 11u.m.•-t;ype • h1cb ie llO?'e suitable for gemral eubetitution. Th•ee 
taoUitiH which are not yet Wider oonatruct1on •ill haTe an amual. 
capacitt ot about 191000 long tone. It 1s plalllled tbat they • ill come 
into production during the latter pert ot 1942· 

In the caee of tin, the lletale ReeerTe Coe~ hae Md• arrange­
ments for the construction of a tin emelter at Texas City, Texae, tor . 
relining &r•m•lly about 50, 000 tone of Bol1Tian tin ore or concentratee, 
or enough to 81Delter 18,000 tone of f' i ll8 tin. The lletal ReaerTes 
Compan;y has contracted for the purchase of thi s quantity of tin oon­
centretee for a period or f iTe years • 

In the case of petroleum product.a, transportation facilitiea haft 
come to be a limiting factor. Thie point ie discuBSed be lo• . 

The Stockpile Program 

Legi&l.ation for the accuaulation of stockpiles of strategic •te­
ri.ale was reco11110ended by the ArmT-li&yY llunitions Board 1D Janiary 1939. 
'!'be Strategic llaterials Act (Public 117) was passed 111 June 1939, umer 
which Congress provided for the appropriation of $100 million to be 
expended by the Treasury for building up stockpiles of strategic mate­
rials . Betwee n June 1939 am May 1940 supplemental appropriations were 
made aT&ilable for experding the r eaerTes of defense materials. 

In J\lne 1940, the Congress amended the Reconstruction Finance Cor­
poration Law (Public 664), and authorized the Corporation to create and 
finance companies to produce, obtain, and store defense supplies. 
Three important subsidia.ries of the Reconstruction Fi11Bnce Corporation, 
the Rubber ReserTe Coapan;r, the lletals Reserve Company, and the Defense 
Suppliee Corporation, haTe been set up for producing, acquiring , and 
carrying strategic and critical materials . 

In JUDS 1940, the ANKB recommended the acCUlllUlation of e tockpilea 
of 13 strategic materials. In October the ACCND increased a llUllber 
of the recolll!lendations of the AJll8 am added n1De additioml strategic 
am critical IDB terials. Th• Office of Production llanagement in llay 
1941 again expamad the program. Through June 1941 the fulXle obligated 
for the whole atoclcpile program amounted to $980 million, of which 
$470 million were oontraotual obligations ard about $180 million ac­
tue.lly disbursed. 

In addition to this direc t stockpile program, the Goverment 
negotiated an agreame11t with the United ltiDgdom for th• exch&IJi• of 
600 thousand bale• of ootton for approxillately 85 thousam tons ot 
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rubber . '!'he rubber baa beooae a part ot the Go'l'9r111M1ntal noolcpll•, 
but according to the acre-nt camot be releaeed to illduetey until th• 
Uni tad Sta tee baa collllul. ted the Bri ti ab Gonrnunt H to Mt.hod ot 
disposition. The 11&11e provision applies to the Britiab disposition 
of .American cotton. 

Until about April 1941 the acCUllUlation of stockpiles bad l.ar1el)' 
been lillited to the strategic materials aa claaaitied by the Ani¥-lla"Y 
llunitions Board. As emergency conditions have chanced , some fonaerl)' 
criticai and essential materials have become ot atrategic importa.nce , 
and less formal acCUlll\l1Ationa of reaervea of tbeae materials have been 
a>ade. Recent legislation, June lo, 1941, (Public 108, '77tb Congress) 
makes i t possible for tbe Reoonetruotion Finance Corporation, through 
its subsidiaries, to purchase and sell to induetl')' materials which 
have not · been declared strategic or critical by the President. Pur­
chases and sale of a 111111ber of such materials have taken place. 

In a few instancea where iight market situatioll8 have developed, 
such as 111 the caee of tungsten and copper, a part of the reserve• 
have been released to ioduetry at prevailing prices. The stockpile ot 
s t rategic 111ateriale acCllllUl.ated under Public 117 ia released by 
Executive Order after the President bas found that an eurgeocy exists, 
with regard to the individual 111a terials. '!'hose materials accumulated 
under Public 664 are released on the recommendation of the Office of 
Production llanagement by direction cf the President. FU-.a having 
pri orities in the mallllfacture of defense equipment have a preference 
111 the purchase of stockpile materials. Not all the reserve materials, 
however, are immediatel)' available to industry. For exaaple, the 
agree111ent between the Metals Reserve Compeey and the International 
Tin COll:IDittee provides that part of the tin stockpile will not be 
available for distribution until" after Ja11Jaey l , 1944· 

• 
Table ll .i"ollowing shows the estimated imports of the prillcipal 

strategic s tockpile materials required for 1941, the rec.-ended 
stockpiles , the quantities purchased and delivered during the firat 
year ' s opera tion of the program. 

Thi.a table aboea atriking contraata between the quantities 
of ir>:l1vidual stockpile a>ateriala purchased and delivered . The pur­
chase of four 1tateri&la-ant1.moey, m&ll£8nese, quinine, and tungsteo­
exceeded the recommended stockpile during the first year• a operation. 
The deliveriea ot these items, however, were far below the purchaaea, 
except quinine which was the only item r eachi ng 100 percent of the 
r ecommended stockpile • 
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EtTt~TCO 
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TUNOaTDI I, T. 1,,000 1),000 ,1,l'' s,111 

! IALCI CONVllltTCO TO ~ av Ar'1.YIHO tl• ~fC)e rt:.t IALI'., 

! [8TIMATIO tMrO•T• or 5,,. , ,ooo. ro..1Hoe or CINCHOHA IA•K, Tl-It lt\W MAT(ltl AL rotit 
QUtNl..C. 

TabU 12 abowe the operations of the auppleaental or re•olTi.Dg 
stockpilu. 

Slace I.be end of June 1941 aome quant1Uea of lead, bawdte, 
cork, and l ... tber ha•e been purcb&Hd by the eubaidiaries of the P.econ­
atruction Finance Corporation tor the s~ppl..,ental or l"ll•ol•ina stock­
pile reaervee. The stockpile program is in process of continual re­
vision. 

l\eguir..,epta and Supplies 

Despite th• •tape that ban been taken, aupplies or 11&11)' uta­
ri&la will not be adequate to &eet the combined military aJld un­
restricted cirlli.aA requir-nta duri~ the next 7ee.r. In fact soee 
•ter1.ela, pe.rtlcul&rly aluaimm, •cna•iua, and nickel now eppear 
to be ill&dequate for direct and indirect military purposee. Should 
th• ailitary effort expand much beyond the contemplated progru for 
the next t wel Ye montha, the short.ace• • ill become even more s•••r• . 
Lack of tramportation facili t 111 and a abortace in electric power 
may cauae grea tar defici ta • 
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TABLE 12- SUPPLFXEllTAL STOCKPILES ot STRATroIC AND CRITICAL llATERIALS .I. 
(F.nd of June 1941.) 

' 
' ' 

llaterial Unit Purehaaed Deliver<ld Released 

Aabestoa s. T. l,S60 - -
Cadmiua s. T • 67 67 -
Copper s. T. 304,701 168, 495 147,821 

Diamond Dies Number 6,000 4,076 l,466 . 
Graphite II. T. 4,028 4ll -
Iridiua T. 01 . 765 - -
Nitrate of Soda s. T. .300,000 lll, 70.3 ll,70.3 

Optical Glass Lba. ll, 400 5,5j.7 -
Tin Or<> L. T. 290,045 2,6.35 -

• 
Zinc Concentrates L. T. 150,000 - -
Zinc Ore s. T. 86,ooo - -

Wool (Argentine) .l1. Bales 7,494 7,494 -

.!. Does not include 170,000 metric tone of aluainum acbeduled for de­
livery' fraa Canada during 1942, 194.3, and 1944· 

S 2,30, 104 bale& of a total of 840,000 bales of Australian wool delivered 
for atorap in tho United Stat.a • 
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Eatiaated requil'-nta and euppllu for the calendar years 1941 
&nd 1942 are abowu for 32 commoditiea illport&nt tor defenH on the 
acoompa'l)'ing charta. Total requi~nta are repreeented for each 
conoodity by the diatance between the two vertical black lines. Tb• 
lower b&r for e&ch commodity ehowe the four main conatituente ot 
supply; stocks on January l, estl.Ju.tae for prillary production, eeoon­
dary production, and import s. 

Chart Jl shoes the requireaents am supply situation for 18 
metals, including steel, •ferro-alloys am nonferrous met&le for 1941. 
Tbe chart indicates th&t for e14tbt of tbe metal.a estiaated supplies are 
le88 than requil'emanta for this year. The indicated abort.ages in-
clude alwninum, ms.gnesiW11, llickel, coppar, zinc and brass. In addition, 
during 1942 there are indicated abort.ages ot le&d, tungsten, and ' 
Y&DBdiWll. In the case of antllloey, chroma, cobalt, and tin, the ade­
quacy of the supply depends upon the continuation ot overseas illports 
in something like the present vol\1118. 

Allllost tbe total consumption ot tin comas from tbe Far F.ast aad 
the supply situation is threatened by Japanese movement southward. 
About hslf of the United States consumption of tungsten comes tro. 
China. The contiIJUed supply from tbie source is largely contingent 
upon the Burma Road remaining open. Although a comparatively large 
part of tbe Y1lnadium conaumed in the Ullited States is imported, the 
pri.ncipal source is in tbe lfeatern Hemisphere. Practically tbs wbole 
supply of nickel comas from caned&. 

Steel, aluminum, and magnesium are outstandi~ aX4lllples of vital 
materials where a abort.age arises from a lack ot productive facili­
ties within the country. Shortage in transportation facilities will 
cause m&IJ¥ difficulties of supply, the most obvious of which at tbi1 
time are in motor tuel and fuel eil. The magnitude of tbe deficiencies 
expected next year will be small for the country as a whol•, but in 
certain &ections of the country-especially on the F.ast Coast-short­
ages are likely to be severe. 

In norsal times domestic producers supply all or our copper, l&ad, 
and zinc , but rorei&n supplies of ores or refined. metals are necessary 
to ir.aat defense requirements. Domes tic refini1'! capaoit;r appears to 
be adequate for le&d, but expansion is needed in copper and zinc re­
filling racili ties. Imports of copper and zinc (ore or metal) froa tb• 
Western Hemiepbere in amounts equal to those o! the past year would 
still leave a aubste.ntial shortage, and such iaporta would ba.-e to in­
creaee to a great extent to relieve tbe expected deficiency. Coa­
tinued imporh of lead and lead ore from the Western Hemisphere would 
co•er the deficiency from domestic mines but might prove inadequate it 
requirements for le&d increased ae a result of tbe eubatitution ot 
this materio.l !or other materials which are already deficient. .U-
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CHART 31 - 1941 SUPPLY AND REQUIREMENTS 
STEEL, FERRO - ALLOYS, AND NON-FERROUS ME TALS 

ALUMINUM 
Mflllon ciound• 

ANTIMONY 
Thousand &h~fl lon.1 

BRASS 
Mllllon pound• 

CADMIUM 
Mlllfon pounds 

CHROMITE 
Thousond long ion s. 

COBALT 
$horl Ions 

COPPER 
Tl'Hxrson d 1ho, I ron 1 

L EAD 
Thousand short Ions 

MAGNESIUM 
Miiiion pounds 

MANGANESE (Orel 
Thousond lon9 Ions 

MERCURY 
Tho1,11ond fJo•kt 

MOLYBDENUM 
Mllhon pounds 

NICKEL 
Miiiion povnds 

STEEL 
Mllllon short tons 

TIN 
Tn(Maond lon9 ton• 

TUNGSTEN (60')(, wo,1 
Thousond •hort tons 

VANADIUM 
Miiiion pounds 

ZINC 
Thousand short Ions 
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• CHART 32 1942 SUPPLY ANO REQUIREMENTS 
STEEL, FERRO-ALLOYS, AND NON-FERROUS METALS 
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tbo~)I the source ot euch l.aports appea.r1 reuombl.y aecure, l.\Jli ted 

ocean ahippl.J\i: facilities t.hr""ten to rHtr1ct the flow of uteri&il 
•"•n f'r09 Da&rb)< oou.rcea. IDftntoriu of all thrH ••tol• haft -
draWD ~n durinc tho past year and otter litt.l.e poaa1bUit7 ot r.-
11e"1n;i tbe • XJHICtAd det1cienc1es. 

Chart JJ indicates coDSiderable ahor\.aiea of other materl.Al• , in­
clud1Di cor k, graphite, kapok, neoprene (ayntbotie rubber) , and wool 
tor 1941. Duri~ 1942, ahorta&es or potash , bide• and •kin• , and 
unila tiber, are indicated. In addition, the adeq1111c7 ot auppli•• or 
•lea, rubber, alld sill: depend upon continuation or il>porta. 

All the cor;c oo...,...S in the UDitAd Staws auat be imported in 
ona fora "r &DOtber; with tbe tbreat.oned Axis invasion of Spain &Dd 

Portugal, tru. pr1nc1pe.l sources or supply, tbe situation may become 
extromel.y critical. The supply of th• cr1t1csl grades or crajlbite 
Comos largely fl'Oll ll&dJiinscar, and l.nlports have been DOCligible for 
the l'irst five months of 1941. The UDiwd States rubber aup1>l7 origi­
ns tea 1n the Dutch Eaat Irdie.s a.11'1 British l!alaya end requires a rAla­
tiffl.y large amount of shipping apace. The supply of kapok also coM• 
f'l'Oll the Dutch Eaet Ind1H. llost or th• eilk coDIUl&9d in th• Unit<:C: 
States C01".e8 fl'()ll Jepen. !. The UDited States supply or llllllila fiber 
(abeca) COll8S aloloet nclusively f'rom the Pbilippinu. There are SOiie 

11m1ted 'leswrn Hemiepllere substitutea, such as sisal and henequen, 
in case or an interruption of supply. Strategic mica coces pri.Mrily 
fl-om India, and the United Stai.a requirements in shippizlg tonnage 
are comparat i vely small, a nd should not present l.l\Y great d!fficulty 
aa lo118 as tbe sea lanae remain open. 

Do:iestic production or bides and wool la aleo inadequate, but n en 
in oon>&l tillea tbue products are supplied 1n large uount.a t"ro• 
abroad. CowJtriea of tbe Western H••ie?here could pro"1de eupplles or 
these ciawrials in sufficient qusntit.les to ..... t require11ents not 
covered by domestic producti on, but again, a shortage or shipping fa­
c111 t1os may make such 1Jllports di.tfioult. The supplemental stockpile 
of wool be1IJ6 acquired under an agrea"'int • 1th Australia • 11.l help 
co .. 1r tho deficiency in an ... ergency • 

.!. PrioriUes Director Stettiniua 1Hued an order July 26 trooz1ng all 
etocks or raw sill:, and li81ted th• proc1as!Qi of thrown 11.lk to l ... ei. 
Ht during the week ending July 26. Thia order dna1 not prnent de-
11 .. erios from ship to importers. 

l!. Civilian requirement• for these co11111oditi•• ropreeent unrestricted 
c1v111nn demand assuming a $87 billion natiooo.l income in 1941 and 
a &100 billion national income 1n 1942. Tbua , tbe requirezents 
of steel are e etl.J\'ated on the assumption that there · will be no 
r1atriction 1n automobile outvut • 
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CHART 33 194 1 SUPPLY ANO REQUIREMENTS 
ALL OTHER 

CORK C Unmol\ufoctUTl d) 
TllOUs.ond lt'lorl ton• 
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• CHART 3 4 1942 SUPPLY ANO REQUIREMENTS 
ALL OTHER 

JIEOUl"tME.HTS • 100 PER CENT 
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To Mite prortaion t or th• a....U.bUU.7 ot labor ot nriooa lkilla 
in wtticient quantiti .. 11 ooe of th• llOR dltticalt ot th• .i.ten1e 
production probl••· Du.riDI the tir1t 7eer ot th• detena• effort 
tot&l •plo711tnt increaaed b7 neerl7 3 aUlioo J>C'llODS to en all-ti.a• 
hi&h. With" inCfMaed productioo aotirtt7 requirin& loncer boura and 
11e1re oTertiae, with incrMeed ooate of 11"1.ng to eoae extent ott­
aettin& lU&her earo.1n&a1 w1 th 11e1re oonceeted worldnc coo41 tiooe, and 
with a..,... fuorable •f'ltet aituation tor labor, industrial dieput .. 
b&T• bee ot incrMeiDc illportence. Tb• e&Teral probl•a relati•• to 
labor are discuseed 1D the toliowine eectione. 

OJerall !menpion ot lgp•fficgltwt.l. F.!ploYMDt 

In .., 1941 tot&l nonacricultural •plo711111t stood at • record 
b.l&h of )8,Z78,000. While thh ticur• repree111ted a pin of thr .. 
aill1oo 1D •plo711ent o•ar .., 19'40, there are est.t.ated to be -
tin aUlioo mPlo7ables still eM1<1D1 work. About (,0 perc111t of 
the total incr•ae in • plo111tnt occurMd. in the nation• e ractorie1 
between lla.7 1940 and liq 19.0.. 

E>cpenaioo of ~t 
1p DeCeose Tncb•at.ri•• CHART 35 - EMPLOYMENT 

Total eapl.01119nt in de­
fense industries, as ebotlll ill 
Chart 35, 1.noreaeed to alllOet 
three a1ll1oo pereooa 1D lla,y 
1941~ The 18 print. unu­
faoturi.Dg 1.Dduatrie• included 
1D thie total were •nc&Pd to 
a larpr extent in f1lllDc de­
r- contrecte in liq 1941 
tb&n in 1ui, 1940. tbAI 1.D­
creese 1D •def ..... •plo1119nt• 
1• pro1-bl7 11e1re nearJ.7 •• 
lb""'1 b7 the dotted line. For 

a Tbie eetaate of cliNot detenH 
- e11pl.071MDt ls •de Up of the 

followinl• (1) emplo;,iMnt inl.S 
aaj or defense 1.nduetriea, (2) 
.. plo711ent oo publio cooetruc­
tion band.led by prin.te ooo­
traotore, and (3) .. plo,..nt 
1D 7edaral la'fY )"&rd•, ar-1a, 
eto. 

AUGUST I, 1941 
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17 pr1nte lllllllltaoturlac l.Dduat.rl .. ot tq illportanoe tor w-, 
-..iiaur. bad 1noreued br 61.s percent durillg tbe period April 1940 
to April l94l• The *>8t ~ed 1n°"&1H ooCN1'1'ed 1n t.boM 1Ddwl­
tr1ee wbiob, de1p1te tbe1r ll'O"th owr tbe 1&1t year, •till are tu­
t.beet lbort ot tbe ......i. ot total w..... For tbe - period 
&MUD1t.1an 1Doru11ed tbe -lier ea!1lo7ed by 159. l percent and ..,._ 
bCllll'e, 174. 5 peroentJ airontt pilled ].J9 . 0 peroct 1n -11er1 and 
162.l peroct 1n 111111-houre1 tire....., , lOl.9 peroct 1n mmllero and 
l28.0 percent 1n bCllll'•1 and printe ohlpbuildillg, 92. 7 percent 1n 
n .. llere and m. 7 poroant 1n bCllll'a. 

Qb•nr•• in ATE&g• llqurt lorktd PK ... PK •u• lamE 

'l'be -t to wb1cb lenif.henlni hours bas increased ettectb• 
1ncluatri.tJ. etf'ort ii iDd.icated b7 tnnelet1ng 0Hrtia11 aboT• 40 
houri! per week into tha equiTal.Mlt mmber ot workare who wculd baT• 
been needed 1n the datmee 1nduetriee bad nc OY&rtill• bee worked. 
In total, theee l 7 111111Utactur1ng 1nduetriee, mo et ot wbl.cb baTe 
encountered llbcrtegee of aldlled • ..,, would ban needed 200 thousand 
additional workers 1n April l94l it the eaae 111211ber ot 111111-boure ot 
work bad been obtalned w1 th an anrage ot only 40 hours per week 
per workar. 'l'be aircraft 1ndu1try eubetitut.d onrtiae tor 22 
thOUll&nd wcrkers, or l;!.J percent of its total •plo7MSI eblpbuild­
ing for ll thoueand, or 6 .8 percent; macb1ne tool1, 25 tboueand, or 
27 .8 percent; foundry and aacb1ne llbcp products, 62 thouaand, or 
12.0 percent; braes, bronse, and copper products, ll tbouaand, or 
9. S percent; and the electr1c4l machinery industry, 36 thouaand, or 
10. J percent. 

OTertlme has been mployed moet ence1Tely tor detenee produc­
tion 1n the aacbine tool 1nclustry. Chert J6 llbcwo tba t since 
No.-•ber 1939 a.-erep hours per week per wage earnar ba-re, except tor 
August 1940, exceeded 47.0 boura and ba..., r.ained aboTo the SO-hour 
aarlt during the paet eu months. The aircraft 1nduatry also baa 
engaeed in extene1Ye oTertiao operations and currM1tl7 it• &Yerep 
boure &110W1t to 45.2 per nok. With the ucept1on ot th• contiJmolla 
proceu 1ndu1tr1H, aucb •• bl&1t .f'llrllaoee, steel wori:e and rollin1 
aUJ.a, and aelting and rat1nin& (coppar, lead, and sine), ell ot 
the detm1• manutacturln1 lndwotriee uaraced well in uoeea ot 40 
boar• per mplo7ea per 'Qelc in ll&y l94l. .l.Ter&i• hour• tor ell 
aanntacturln& U011Dted to 40.s bouro, an 1DcreaH ot 9.1 perec\ 
OYer •7 ot the precedini year. 'lb• durable IOOd• 1Dduatr1• • ez­
panded hour• to 42.5 per nelt, an increase ot ll.S percct dul'1DI 
this 1Dterftl, llllil• boar• 1D ncndurable IOOde roee to .38 .9, aa 
1Dor .. •• ot 7.l perc111t • 
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'll'!!e• 1A Bourl.r 'Yr'M• 

Three tact.on bt..,. produo­
ed •iCDilicut cbanpa iD o.,.r­
all bourq ea.nWI&• iD Ulll&tac­
turi.Dc 1.Dduatriea ainoa tba in­
aupratioG of the natiOllAl. de­
tenae progna1 (l) ~nt ot 
o.,.rt.ae wages ; (2) rap~ ex­
puidi.Dc eapl.o1Mn t iD the hi&h­
er paid dete11se illduatrie•J and 
(.)) increaaee ill b&eio wage 
rat.a. A C09p&riaon ot a.,.rage 
bourq earn1D&• per worker tor 
all aaau.f'actarillg &lld tor ll1De 
-Jor defense 1.Dduatriee 18 
ebowll ill Cbart. 'J7. "'"race 
hourq earnings ill all unufac-

CHART37AVERAGE HOURLY EARNINGS 
ALL MFG. 8 9 DEFENSE INDUSTRIES 

MAY 19 40 ANO MAY 19• I 
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CHART36"NERAGE WEEKLY HOURS 
PER WORKER 

MACHINE TOO.. INDUSTRY 
HOURS 
60 

1937 1938 1939 

llCM!S 
60 

1940 1941 

turill& reached 72.6 oe11t 1 iD IU,y 
1941, an increase of 8.S peroant 
11.Dce liq 1940. '!'he alow bolt 
• tead.T illcreae1 rrca IU,y 1940 
tb1"0\lill larch 1941 was du.a pri.aari­
q to the increase in emplopent ill 
the higber paid defense induatriee 
and to 1.Dcreas i.Dc O'fnt iM with 
relati.,.q litUe intl,,....oe trc. 
illcrease1 iD wace rates . Si.Dee 
!larch, bowenr, the eharper r1 .. 
bee been the result of •ac• rat e 
increases. OTer this intenul 
bourq earnings ill durable 1ood• 
industries (80.6 cont•) roue 11. l 
por oent, while those for t.ho non­
durable good• group (64.l oenh) 
increased onq 4.9 porcent. All of 
tho eeleoted defen•• illduatriea 
b• •• Mintained bourq ....,.i.Dc• 
i ... ele oon11stentq abo're tboae t or 
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&ll llllllllfacturinc. Hour~ •~• in blaet turnacee, at.eel 
worka, and rolling aille ad...noed el>Arpl3 in April 1941 u • 
result of increase• 1n n1e re.tee affecting 400 thoullUld workers. 
Thi a industry's hourly earnings, 96.8 c•t•, now (llay 1941) et.end 
higher than those tor any other listed defense induetry. Shipbuilding 
currently stands second in the 11 st rt th enrage hourly earnings of 
92.6 cents, followed by brass, bronze , and copper products (8.3.4 
canto). 

The Trend of llu1tiple Sbi.t't Operations 

The number of wage earners on the second and tb1rd shifts in J6.3 
key de.t'ensa plants surTeyed by the Bureau o.t' Labor Statistics in­
creased by 2 percent between December 1940 and llereh 1941. Ten e e­
teblishlllents stepped up operations to a three-shift basis during the 
period, bril1ging the number of tbree-shi.t't plants to 214. 

From December 1940 to 14.areh 1941 employment in the .36.3 plants 
expended by 62,.357, or 1.3 . 9 percent, to a total of 510,201 wage 
earners. Increased employment on the firs t s hi.t't amounted to .36,863, 
on the second to 17,950, and on the t hird shift to 7,544 workers . 

'llhile 214 of the .363 plants reported three-shift opsrations in 
March, the 37, 724 employees on the third shift rspreeent only 7 .4 
percent of the total wage eb.I"llers employed by these estebliahlllents . 
The second shift engaged 102,2ll employees, or 20 percent of the 
total. 

l'h• lieek-end Shutdown ' ' 

Operations in 587 plants SUM'eyed by the Bureau of Labor 
SU.tistics in llereh 1941 dropped to about two-thirds of the Helc­
da;r level on the Saturday of the surveyed week and to about 10 per­
cent on Sunday as measured by the number of persons at "ork on 
thos e days . 

Only a negligible number of defense establishments outside of 
the continuous process industries wore using a "srl.llg shift" to ma.ke 
24-hour seven-<lay operation of plants possible while employees are 
required to work only five or six da;rs par week. 

Al tho\lill 308 of the 587 plente were in operation on Sunday o.t' 
tbs SUM'ayed week, only 22 plants were employing ae many as 70 per­
cent of their workars on Sunc1&1· ..,~ theso, in mo s t ceeee, were 
continuous process planta • 
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Labor Turp=OT!!I' ip Menutactyrtp• Ip4p1tri11 

Tb• 1nfiua11c• ot induetrUJ. expaneion on th• labor Mrket ba1 
been renected in a oharp inorMH in quit ravi, a reduction in 
l.ay-otf ratee and a riee in acceeeione oTar the paet 7ear for 11&11u.­

racturing industr7 in general . The rat• for '>'Oluntery eeparations 

(quite) bas abown an irr•aul&r but ebarp rie• tr011 O.TT in 11&7 1940 
to 2 . 20 per 100 emp107H1 in lla7 1941 when it r•ched ~· hict>eet 
point on record. That all n" workare hired were not. eatietactorf 
wae indicated by a hict>er diecbarc• rate. Thie t1P• ot eeparatioa 
ebowe an increase 1'roll 0.1.) in 11&7 to 0 . 19 in October 1940, and roe• 
to an all-tiae hiel> ot 0 . 25 in .lpril 19.U. The importance ot l.q­
otfe a s a !actor in total aeparatione baa d1a1n1 shed. In 11&7 1940 
when total aeparatione ware reported at the r&te ot J.78 tor .,.,...., 
100 workers on the par roll, 74 percent represented 191-otra. Tb. 
percentage bas decreased in .lpril 1941 to 31 percent ot th• total. 
Tbe ebarp rise in the m.lecallaneoue eeparation rate u7 be inter­
preted u repreaentinc principall.7 workers learlng to enter the 
military serrtce. Tbe total eeparation rate has remained at a 
rairl7 constant lenJ.1 raneinc frOll a low of J .00 in .luguet 1940 
to a high of J .89 in .lpril 1941. Thia figure tell eligbtly to J . 86 
in llay 194.l.. 

The total acceeaion r ate in llay wae nearly twice aa high ae in 
the corresponding aonth or laet year. The depletion of the b&cklog 
of experienced workere in u.nutaoturing industries baa beCOlll more 
apparent in recent aontha . In 11&7 1940 new hirea constituted 56 
percent of the total aceeeaione; in October 1940, 78 percent; and 
in 11&7 194.l. fhe of l'larf aiX worker e hired caae under thie categor,. 
The lack of tr&illed workers n e apparent to a grea~· extent in kq 
defense induatriee than in all unutacturing coabined. In the air­
cr&tt industrJ the ratio ot rehires to new hiree in May 1941 wae l 
to 70; bronze and copper producte, 1 to 141 and engines and turbines, 
l to 21. 

Labor Diawtes. 

At the outset of the detenea progru the level of etrike 1otiTit7 
ne unueual.ly low. During the firat half of 1940, the number of 
etrikee (l,159) ... three-quarter• or the aTeraga nWlber that had 
occurred during the firat half or the preceding S years , 19JS-J9 
(1 , 5.)4). Even sharper ne the contraet in the number of workera in­
Tolved and the man-days or idlenaH during strikes . Aa coapared with 
the average ot 6J8,SOO workers inTol'led in atrikea during the rtrat 
half ot the years 19JS-J9, only one-third as r.iaey (210,000) were in-
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vol ved between January and June of 1940. Liltewiee , the an~e ot 
idleneoa during etrilteo in the first balf of 1940 ran l ess than one­
third of the average level of the preceding 5 )'91U"S (2, 515,000 a1 c..,_ 
pared with an average of 9,413 ,000). 

Strilte activity increased 1hl!rpl,y from JB.DU!lry to April 1941. 
!!bile 1o"e increase was to be expected at tbie eeaaon of the year , 
the actUAl increases were much greater than seaeonal . The figures 
for April (as graplUc&ily portrayed in Chart J~ ) were largely in­
tluenoed by the general strilce in the bi tum1noull cosl industry. In 
fact, this one 1toppage accounted for ubout t wo-thirds of the workers 
o.nd three-fourths of the ma.n-days involved in tbe April strikes . Ex­
cluding tbe coal strike, however, the level of stril<e a ctivity was 
still above the 5-year averuge , and i t remained above the average in 
llay after the coal strike wss settled • 

For the year June 1940 to llay 1941 as a whole , the number of 
worker• involved in s trikes was JS percent above the average for the 
corresponding months of the preceding S years, and the idleness 
during strikes was ll percent above the corresponding average. 

CHART38- MAN- DAYS 'IDLE IN ALL INDUSTRIES 
AND IN DEFENSE INDUSTRIES 

U ON MAN- DAYS MIL •••• . .. 
3.5 

Htf MILLICH M N-

•• 
DAYS 

3.5 , 
3.0 - - - 3.0 

2 .5 

. /ALL INDUSTRIES 

2.0 - 2.0 

1.5 

1.0 

,5 

0 

-~ -
/\ \ A ~ 

' y 

1 

IV\ ./') ..I 

./- 1'7\ 

' . ' I ''' ' ' . DEFENSE INOVS1RIES"'i/ \ 

1.5 

1.0 

.5 

0 
19lS 1936 1937 1938 1939 1940 1941 

AUGUST I, 194 1 CONFIDENTI AL · · · 7 1 

• 



• 

• 

• 

• 

NUMBER 50 CONFIDENT I AL • • • 72 

In Yin ot the 8barp inor- in the indmtri&.l. pace in 191.0-J.)., 
the 11tr1lr.e tigure11 ot the J'H1" can be compllHd appropri&teq with 
strike ...cords in other 11.ailar periods ot accelerating actiTit;y. 

'lhe nuaber or atrikee during the tirst J'H1" of the detenH pro­
gram was 5 percent le111 tbao in the corresponding 11011tb1 of 19.36-37 
but 61. peroent greater tbao in the eue month• ot 19.3.3-34. The 
number of workers invol'l'ed in the atrikee of 1940-.41 wa1 1l1glltly 
below the number involved in 19.36-.37 (2 percent lase) and in 19.3.3-34 
(5 peroent 10111). 

'lhe an~s ot idl•e111 during the 1trikfl1 of 1940-.41 nre 
23 pero•t leea than during th• etrikes ot 19.36-37 and 15 percent 
less than during the 1trike1 or 19.3.3-34. 

During each or th• 11011th1 ot 1940, idleneee during etrilr.ea 
..-ioed below two-tent.ha ot one percent of the totel. un-da)'e of 
a-il.able work. In April, 1941, the 110nth of the coal atrike, idleness 
during •trikes uouoted to 1-1/.3 percent of the uailable working time . 
Fraa April to May 1941 1trik• act1Yit7 declined aa a reirult of the 
eventual end1ng of the bitumiooua coal strike. Ho•ever , the number of 
workers involved in May atrikea (l.5 percent of all workers) end the 
number of days of idlenese (0.39 percent of available working time) 
showed a higher rate or strike activity than in aey previous month ot 
the defenH program except April. Chart JS exhibi ta the downward 
trend since llarcb, 1941, of 11&n~7a idle becauae of 11triku 1n plsnta 
with iaportant defenae contracts. llan~ya idle because of 1trilr.ea 
showed a 8Ubetant114 decrease in June 1941, o'l'er April 1941, tor theoe 
industries. The proportion of workers involVQd 1n atrikes per year 
was higher cootinuoualy troa 191~ through 1922, and during the :J'M1'll 
1933, 1934, and 19.37, than during tbs 12 llOlltha under review. 

Meaaurea inatituted to aToid and diminish 1ndu1trial unrest and 
labor disputes i nolude greatly iaproved Gove:rn11ent Mdiatioo • chine?'J', 
aa .... 11 as indirect methods auch aa maintaining pric• atab111tT and 
efforts to facilitate collective bargaining and to e1tablillh minillwl 
labor atandarda . Tbe balic mediation agency or the Government baa 
been tbe United States Conciliation Ser'l'ice or the Oepnrt.Mnt of 
Labor. In addition, 1pecial defenee mediation Mchineey, however, baa 
been pro'l'ided by tb• National llediatioo Board and by the Labor DiYi-
11100 of the Oefenae Cc.aiaaioo and the otfice of Productioo llanag...at • 
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Iebor &9rtac••· 
In spite o£ the taot tbat tiler. are still aome S aillloo ,_pl.OJ*\, 

there baTe beec natioo-wid• llhortepa ot llkilled worlaMn 1n particular 
occupat1oaa1 and local labor Mrltet8 in B<ae HOticna or the OOUDtrJ 
have exbawlted all uaable reoerrea . 

The active tiles ot tb• Public Empl<>711011t ottioea do not repreoent 
a complete eount or job aeekera , and the;r cootain 11&QJ' appUoatiooa ot 
uplo;red po;eon• wbo are seeking better jobe. llooetheleH the;r are 
indi catin. In April 1940 t wo ot the tive million re1iatranto • •r• 
skilled and semi-akilled, but leao than 900,000 ot tbue bad bad ex­
perience 1n manufacturing induatriea. The ~inder would bave to be 
trained for 1Dduotr1al jobo. 

Ul!LE 13- llllllBill OF lt!OISTRAMTS AT PUBLIC DIPLOIM!llT OPnC!S 
Ill .394 S!L!CTED D!FDISE OCaJPATIOIS 

(larch 22, 1941) 

Type or Occupation 

To ta l 

lliscellaneoua Prof eeaional and 
Technical Occupations 

Aircraft llanutaetur1.n1 and 
Serrlce Occupations 

A1,1tomobile Serrice Occupatiooe 
Building Coos truct1on Occupat1one 
Electrical F.quil"'ent llanutactur1n1 

Occupations 
Instruments, Optical Goode, latch 

and Clock Occupa t1oa a 
lletal Trades Occupa Uon a 

llul U-Induet:ry and lliacellaneoue 
Forging 
Foundr7 , 
Heat Treeting 
llachine Shop 
Sheet lletal 

Ship and Boat Building and 
Boilermaking Oocupatione 

Textile, Garment, and Related 
Occupation a 

liliecellaneous Occupat1001 

AUGUST I, 1941 

llumber 

('l'boueand ReJ1et.rante) 

364.4 

12.2 

4.) 
22.7 

168.4 

6.4 

l.O 
107.S 

51.) 
6.7 

10.8 
o.e 

29.7 
8.2 

6.7 

2.).8 
11.4 
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Solle idea of the country's r-.ining reserves of workers who &re 
experienced in critical defense Jobs can be bad b-oa a compilation of 
registrants 1n 394 selected defense occupations made by the a.reau of 
Ell.plo111ent Security aa or March 22, 1941. Only 364,ooo Job seekers 
f all into the categories presented in TablelJ. '.!he inadequacy or this 
supply •ill be seen when it is coapared rl th the estimated d-..d for 
labor which rlll be nltBded t o keep the currently authorized program 
• oving on projected schedules. Persons registered for aircraft ll&DU­

facturing and s ervice occupe.tiona could not take care of the neceaaary 
expansion of any one of the several major pl.ants 1n a single month; 
those registered for shipbuilding are equally inadequate. 

Tr•ining Workers tor Defense 

A large proportion of the sk.Uled and semi-sk.Uled workers who 
rlll be added to the defense labor force in the remaining months of 
this ye&r and in 1942 and 1943 1111St be trained for their Jobe. 
Vocational trainiDg programs now under we:r and projected into the 
future are endeavoring to train every capable worker who can be per­
suaded to equip l11Jllself or herself rlth a defense industry skill. 

Under programs conducted by the United States Office of !'duca­
tion, •pre-emplo;y11ent• and •refresher• courses have bed a coabined, 
cumulative enrollment from July 1940 to June 30, 1941,of 392 thousand 
trainees . Suppl ementary courses a ttracted cumulative enrollment of 
465 thousand for the same period. ' It is estimated that the enroll­
ment in both pre-88plo;yment-refresher and supplementary courses for 
1941-42 will be slightly 80re than double that of 1940-41. During 
t he last half of 1940-41, emphasis wae placed upon training for 
aviation services, maclline shops, and, to as great extent as possible, 
upon training for ship and boat building • 

A •tra.1n1ng-witb1n-industey" program under the sponsorship of 
the Office of Production llanagement hils been developed. to atimulate 
and coordinate the drive to give workmen who are on the Job added 
slllls that make possible t heir up-v&ding i.D.to key funct':lona. The 
OnJ.ted States bas been divided into 22 districts , with a training­
rlthin-induetr;y office established in each under the 1upervi1ion of 
a peraoanel expert borrowed fl'<>Cl looe..l industry. Each office COll­

mands the aervices or a labor leader and a representative of in­
dustrial 11&11&gement who act as advisors. The work is cloaely coordin­
ated with that of the Federal Comittee on Apprenticelhip. llore than 
100 coapeniea, w1 th a total or .300 thousand employees have uaed the 
organization'• service in eetting up training programs. 

Proaotional activities include educational bulletina, article• 
in newspe.pere , trade and professional Journals, and the epon90ring 
of meetings . ObJeotivea include the aupenting of the countr;y• a 
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etfeotin labor force by breaking down prejudice1 that ban FnCt­
ed the emplo)'lllect of llegroea, nnq naturalized citi....,., and w.-n 
in industri&l oooupetione. 

Since J1D1e l , 1940,a total or 50 thoua&nd Federal Goye?'llll9Dt 
employees are or have been in training - 22 tbouaalld in c1..Uian 
positions Wlder the liar Department, including it• ll&DUtacturing es­
tablisbloents, and 6 thousand trainees in other branches of the Fed­
eral services. Of these totals, some 8 , 500 wcrltero are' or have been 
training in regular apprenticeehip courses . 

The Apprenticeship Unit of the Divieion of Labor Standards 
thro1J8h its field stat! extends a variety of technical services to 
industry in connection with in-plant training of altilled wcrl<ere. 
In ~ 1940 there were but 500 apprenticeship s;ysteae operating 
Wlder the standards set up by the Federal C011111ittee , whereas today 
there are over l thousand. 

As of April 1941, the National Youth Adciiniotration bad a 
total enrollment of 156 thousand young people in it• •work Shop 
Production ProJects , " where they were receiv1.c.g training intended 
to fit them !or industri&l occupations , ouch as 1n the metal trades, 
aviation, radio, and drafting. The montbl.7 rate at which enrollees 
have bean graduated reached 41 thousand in April o! this year . 

The United States Office o! F.ducation, in cooperation with 139 
certified engineering schools, inaugurated a program or bigbor­
level tecbnic!ll. training which was well Wlder n::t by January 1941· 
This training is intended. for qualifi ed prospect• having high school 
or college education. Degrees are not required. llany or the en­
rollees are engineers being given "refresher" courses. Others are 
alre~ employed but seelting training in courses not ordinarily in­
cluded in college curricula. 

Authorized enrollment in Engineering Science and Management 
Defense Training, as the program is called, reached 140 thousand 
trainees by J1D1e .30, 1941· General, mechanical, and industrial en­
gineering had .3.3 thousand, 27 thousand, and 24 thousand t rainees re­
spectively; aeronautical, civil , and electrical engineering, 12 
thousand, 10 thousand, and 8 thousand, reapectiYeq; cheminal 6 
thousand trainees, and marine engineering and naval architecture 4 
thousand persona • 

AUGUST I , 1941 CONFIDENT I AL · · • 75 

.. 



I 

' 

• 

• 

• 

• 

NUMBER 50 CONFIDENTIAL · · · 76 

1 , 409,000 llore lien ror Pl.Anea , Shipe, Tanke and GUno 

Ir ,,. are to maintain produotion eoheduloa for ab.ipbu1lding, 
aircraft, machine tools , ordnance and otb.er item• of essential ma­
teriel (on order ao of the middle of !lay) at leaot l,409,000 workers 
1111ot be added to the forces working on dofonao produotion 1n tbeae 
induotriea before the and of April 1942· That tbio is a substantial 
force to reoruit '-8 apparent wb.en it is raalbed that these indus­
tries employed 2,.3.31, 000 i n April 1941. Indeed a substantially larger 
nUJRber of new workers will be needed it account 1a taken of minor de­
fense item.s and second&r)' employment in induetriee which must supply 
tho raw material• !or the implements of war. 

Table 14 present• data indio11ting the impact or additinnal re­
quirements with respect to these principal defense induatriea • 

TABLI 1'- J.DDITIOll.A.L LilOll ~IUICl!ITS Ill PRillCIP.A.L DD'lllSI DIWSTllI.IS 
BY APJIIL, 1942 

Occupatlcnal Ship Machio.e 
Total .lire raft Toole la Ot her 

Group Build inc Ordnan•e 
( 1'houeand llmplo711eo) 

.lll Groupe l,4o8.5 323.9 l!o8.4 . 291.6 3s4, 6 

Profettional and 
wubpro!enional 91.2 32. 4 32,7 14, 6 11, 5 

Skilled 550.s 155, 5 147.0 113. 7 134, 6 

Semi-•lcillod 539.0 71,2 167. 4 119.6 180,8 

Untlcilled 227, 5 64,8 61,3 43,7 57,7 

or the men who must be added to the forces a1ready engaged 1n 
thl! production of these items, only 227 thoueand •ill be unek.Uled 
workers; the remaining 1 , 181 thousand must be professionally trnined, 
s killed or somi-okilled. The labor force for aircraft calls for a 
peak omplo7111ant six or seven times predefeDae levels. It will have 
to be made up of tens of thousands of persona who today have not yet 
seen the interior of an airframe, ongine or propeller plant. The 
ehip)'lll'ds ten months hence will be fitting plates, caulking, and 
riveting with a quarter of a million men who never before l>ave been 
engaged in the building of fighting croft • 
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These added workllen llWlt tind their ny into the defense pl.ante 
and ehipya.rde ot Kn •11 end (127 tboueand) , ot the lliddle At.lantio 
State• (.362 tbowland) 1 ot the F.aet Borth Cent.ral Statee (320 thoueand) , 
ot the lorth Pacilio \S7 tho1111and) and the South Pacific (142 
thowland). There llWlt be 56 tboueand drattu:m, 3S thoWland en­
gineers, 65 thouaead tor_,,, 37 thoWl&lld grinder operators, 156 
thoWland Mch1n1ete , 36 thoueand aheet .. tai workers, 27 thousand 
tool and die Mkera, 9 thousand barrel ritlers and straighteners, and 
so on down the list ot ekilled 11811 - 'lleD who do not exist in the 
ranks ot the uneaplo;yed. The distribution of these additional re­
quir..ant s b:i' skills tor regions 1a gi•en 1n Table 15 • For all srad&­
tions ot skill the lliddle Atlantic and Eut North Central States will 
bear the brunt of the additional requirements. (See Table lS) 

Thie demand for 1,409 \lloueand additi onal workers will not absorb 
all our unemployed. But there will be abort.ages of nri oua types ot 
akilled labor . It 1e not easy to show statiaticall;y how tar such 
shortages may cause defense bottlenecks. Vari ous expedients may be 
emplo;yed1 up-grading ot workers; in- training as an a1d to up-crading; 
a more minute "divi sion of labor• ; other process changes desi gned to 
adapt the prOC888 to t he aYailable supply or labor; longer hours; the 
uae of older wor kers. The extent to which labor shortages can be 
avoided depends in large part on the ingenuity or mana.gement • 

.... ..... , .... .... . t 
Ooc.~Uoe.•l total .p IUddl• WO'l'tll •C?'tb lolatb $0Qth lou\.h --•ortt. .., .. ...... ti ••. ll!-•i.tl" A.t1utt o c~o .. 1 C!1nt""l Ati9Atlo C1Gtr1 l C.ft \1"8-l .... P• oltto P•oUtc. 

t TbOVllncl (ipli7111 l 

,., .... t ,lloa.O 126.! }l:tl.7 )19· • 127.9 1)0. 2 ... 5 b~.) •1.1 S7· • i•2. ) 

Prot 1 111011•l • 
h ll J'rofJUl fll-1 91 . 2' •·5 19· 1 ta.a '·' "' l·l 5.• ••• 5-l 11.6 

l klll. • 4 550.a $2 .l 1)8.0 ..,._, .... S'· • 211.11 .... .. , 25-' 5 .. , 

hal-•11.1 U14 5), . .I ••.5 .i.il!i.9 l )J· 1 S'-5 11).9 ... , 2).0 p i&.o '-5· 7 

Ull•\Ul d : 227. 5 21.f> 57. 5 IO,s,k 13-> i'i' . 5 10. 1 l o.a "° 10. 7 ... , 

IllDUST!UAL DEFDISE HOUSING 

The great expansion in emplo,,.ant in defense industries will not 
only exlla1111t the resident labor supply in lZWl7 localities, but will 
increasingly require migration of a large nuaber of workars into these 
coaounitiee. Thie migration is already taking place in maey l ocalities 
and aa defense production 1a speeded up with ita relatively great geo­
graphical concentration, the exllauation or reaident labor supply will 
more and mor e require moving laborers into the necessary aoamnmitiea . 
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Detailed field studies of 102 areas , prepared large~ bf the Bureau o! 
l!llplo;yunt Security, indicate that defense induatriee in tboee o-. 
llllllitiee expect to add near~ l,300 tl>owlend worker• to their Jl'l7 rolls 
during 1941 on the be.aia or contre.cts at the time of the survey. It i a 
eatillated that about 30 percent, alJDost 400 tbouaand, will need to be 
iln1'9rted trom communitiee outeide of a practicable 0011111ting area. 

On the eaaumption that total employment 1n defense -tera will bave 
increased bf two and one- half million between December 1940 and June 
1942, a total or 750 thousand defense workers llWlt 110vo their residence 
to the defense centers . About halt of these migrants wiJ.l. be married 
and hsve families. 

'l'ill.I 16 - llSIWID .um SUPPLY r.i.crollS 10R ROtJSIJIG 
Ill UUCnD IIUJ:NSJI ARUS 

hti•ted 
llullber Period 

lati•ted of Worlcero Con red 
Arel' Increate in Req'11red by L&bor 

lmplo71011D t fro• O..teide llati.matu 
Defen .. Area (12 Mo , Snded) 

Loa Ance1eo, Celit. 114,000 53,000 March 1, 1942 
Detroit. Mich . 105.000 56,000 Jan, 1, 1942 
Philadelphia, Pa, 51,000 26,000 Jan. l , 1942 
San J'ra.nciaeo, Calif. 33,830 11,000 March l , 1942 
Dallaa-.Jt, Worth , 'l'exaa 27,000 17,000 Dec. 31, 1942 

Jan. l, 1942 
.!!. ' 

Seattle , Waah. 22,000 9 ,000 
Ill.Tton, Ohio 15,120 7, 500 Jan. 1, 1942 
Bri~ort, Conn, 12,500 4,ooo Jan. 1, 1942 
Rartford, Conn. 12,000 3,600 Jan. l, 1942 
Canton-Alliance , Ohio 11,4oo J,600 1eb. 1, 1942 

Tot al for 10 Areaa 4o3 , 850 190, 700 

Total 92 Other De-
tenu Are•• 8,94, 800 200, 700 

Glill) 'l'O'UL 102 Se-
lected Defenae Areaa 1,298,650 391,4oo 

a lS llODtha, 
iote: 'l'bi• doe• not include e111plo7,...nt increaeea l\lbeaquont to tho 

Bu.reau of ll:aployment Sacurit7 l\lrTeyo, notably thooe in the 
Detroit area, 

' 
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In addition to the large aoale migration resulting trom increased 
derenae production in theae oomunitiea, additional bouaing duaand will 
be created tbrough the natural rorcea or population growth, -Uer 
rudliea, &nd undoubling or rut.Uiea troc 1.mpro'fed 1.nooae 1 tbwl, oDl7 
a portion of the existing supplT of vacant boueee and or the supplT or 
bouaea coaing OD the u.rket tbrough new private construction are avail­
able to meet the requir11181lts of the ne• defense workers. 

The oen8WI or bouaing allowed tor April 1940, before the initiation 
of the defense program, that 4.7 percent or &ll dwelling units in the 
140 metropolitan areas in the llDited Stat.ea were vacant. Since the 
date of the houaing oen8WI, T&O&nc1es have !&lien aharpl¥ in the in­
dustrial cities most directl.7 affected by the defense program. In 7l 
urban areas, which •ere affected by defense orders, the vacancy rate 
W&S already low in the spring of 1940 &nd fell troll 2.8 percent to 2.l 
percent in the e&rlf llODtha of 1941-before the tuli. anticipated in­
crease in employment na effective. 

The declining level of V&C&DCieS was accompanied by SOiie increase 
in the level of residenti&l rants although thb increase has been re­
latively small to date over the country as a whole. The small mmber 
of cities moat directJ.7 affected, however, are distinct exceptions. 
In some localities, mainly the smaller places, very large rent in­
creases have occurred. 

!AllLI 17 - USIDD'l'I.AL Y.A.c.urcr DI 71 llD'DSll 
IJIJXJSfllI.AL CITIJIS OR illlAS 

Percent of All lumber of Ci tiea or Areaa 
run:v Dwllinc with Indicated Vacan-

Unite !bat Dote. 19'1<l-
Yere Vacant .Apr • 194o ~ 1941 

Under 1.0 3 1 

1.0 - 1,4 5 20 

1.5 - 1. 9 7 13 

2.0 - 2.4 16 12 

2.5 - 2, 9 8 9 

3.0 - 3,9 13 7 

4.o - 4,9 5 6 

5.0 and oTer 14 3 

TOTAL 71 71 
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lie• ruident ial conat.Nation during the firat 79er or the de­
fense progru baa been proceding at a more rapid rate than a t uq 
tiM s ince 1928. 

During fiscal year 1941, privately financed res1dential con­
struction totaled 508 t::.Ousand units in nonfarm areaa compared to 
426 thouaand in fiscal year 1940, according to prel1•1nary tigurea 
froaa the Bureau of Labor Statis tics. E>:act data are not available 
as to bow such of this const ruction occurred in defense areaa and 
llUCh of it was in higher price ranges t han detenae workers could 
afford, but insofar as it occurred in defense are&s the general 
housing s ituation was benefitted. 

About 400 thousand dwelling unite, including tho publicly 
financed units , were constructed 1n defense areas • 

Direct public coast.Nation ot defense housing bas been under­
taken in defense areas where the housing need is purely t-porary 1 

where the t....Uios requiring housing oanoot attord to live in new 
private conat.Nction, and to some extent in areas where priTilte 
enterprise cannot produce tho needed volume ot housing in a 
eutticiently short time. 

Aa ot the end of June 1941, out of the public tunds made 
aTililable eapecially for detm se housing, allocotiona bad been -d• 
for 59 tbouaand dwelling units for industrial workers and '511 500 
unite were under cooetructioo with 6,fn;J unite completed. In 
additiao to these pericanent units, allocations bavo been ude tor 
4,100 trailero or which 1,200 are completed and 8,900 unit s for 
single persons of which 31 100 have been completed. 

In addition to housing for industrial workers, public d.etenee 
housing bas been provided for msrried enlJ.eted men and cirtlian .._ 
ployoee of the Arrtl/f and Navy. Altogether 38,JOO units bavo been 
allocated for these families and 10, 900 unite completed by the end 
of June. · 

The tull UIP"ct of tho defense progru upon the housing dtu... 
ation cannot ~t be seen in detail since half or the industrial 
facilities to be added under the defense program have not been 
planned or located and a considerable portion ot the defense orders 
are y~t to be place<!. 

J.l'or th• fiecal year 1942 it 1• eatillated by the Defense 
Housing Coordinetor that the requireaents for additional tuil;r 
dwellinc units in defense areas will total 525 tl>ouaand tuil;r 
dwelling units of which approximately 125 thousand will need to be 
suppl.Uc! tram public t\mde • 
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'l'IWISPORTATIOll AllD POWER 

The detenae procru bas paced • larger and srowiJ>g burden oa our 
baeic utilitiea, and especially on our tranaportation and electric 
ponr tacilitiu. Since tba utter po.rt ot 1940, lim1ted overeeH 
•hipping oapaoi t;y waa a restrictive rac tor oo defense aid to Britain. 

Want or over•••• •hipping facil1ti•• dur1ng f1ac&l. 1942 11&;y agcravate 
our raw •teri&l. probl-. Railroad and pipeline taclliti•• will prol>­

abq not be adequate to .. et both llilitery and oirlliao require•eota, 
and an electric power abort.age ii in prospect 1111xt De<:tlllber. 

OV!r11ap Shipping 

By rar the moot crucial phase of the traneporta tiao ai tua tioo 
toda.;y ill tb&t ot OT1raeas shipping. Total .. rcbaot tonnage ot vessels 
avallible to Britain, tba United Stat.ea, and otber couotriee, not in­
cluding tonnage under Axia control, ie probabl.J' between 2S and 30 .U­

lioo tons. !a ot June 30, 1941, 6.9 lllillion tone were under United 
States registry. 

A satiatactor;y current requirements eati111&te ia not avaiable, but 

there ia a substantial currant ehortage. During tbe nine mont.ha ended 

June 30, 1941, Teaaele clearing Aaaricao port.a &Teraied 3 ,7 llill.1.oa 

tons per liOnt.b ea compared to 4 .O ailllon tone during tbe tbird quarter 
ot 1940. Last winter tbe tonnage ot nssel& paaelng through tbe 
Panau. Ceoal wao oubotaotiall;y below tbat ot the preceding 7e&r· For 

!lay l9J,l, tbe margin ne onl;y slightl;y below tbat tor llay 1940. 

Tbia situation haa been met in po.rt by diveraiaoa of abippi"i from 

coHt•i•e routes and other improvements in routing, and in part by an 

.intorm.l 97etea ot •hipping priorities. Our Offrseu di-7-<:argo ex­
port• during Jwie 1941, is eatiJll&tad at about 28 porcent 1011 tbao tbe 

averse• dur1ng the three months, Jul;y - September 1940 • 

Our ID8rcbant ship construction program was descr ibed above in 

Cho.pt.er 2. It 1• eot1,,..ted that total replaceaiente of mercbant ton­

""&• avallible to Great Britain, United States, and other non-Axle 
nations will not equal current abipp1"8 losses until ear~ in 1942. 
ll•an•blle , our product.ion ot llWlitiona and defen1e equ1199nt and 
•terial• is acbeduled to increase repidl7 during the colling llOlltba. 
Tbio will involff an increased deme.nd for oTer•et.a abippi"8. The 
merchant ... aael abort.ago io dutined to become more acute betore it 
can cet bet ter. 

Railroad• 

Tbe otratecic illportance ot our railroad tranaportatioo 179tua to 
the detenae proera.111 was demonatra.ted in 1917 1'ben tbe reilroad coa­
c• •ticn threatened to tie up our entire economy. A mejor faotor at 
that time was the use-or rather ala-use of freight care u a aul>-
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at.itute ror war•bou .. a • 

11aQ1 cb&D&u ba ... tann place 1n OW" transportaticn 10J•te• el.Ace 
llorld liar I. A-., th .. are t.be d .... lopaent or coapettnc type• or 
carriers, p&rticularl7 autooooti ...... biclee, and a great iapro ... ment 
in the allocation and rout.inc ot trei&bt car• t.brough the Car Service 
Dineioc or the Aaerican Aeeooiation of Railroede. 

llonethele11, w.riouo parto o~ OW" railroad system which re­
quired attention I.A 1917-18 MY need attention again...!the' capacity or 
coastal terminal• fer trano-ohipmnt to water carriera, tbe capacity 
ot treicht claaaification yarda , agcregate locomott..e tractor effort, 
trei&bt car capaclt7. 

The pro bl•• ot treicht oar capacity is discussed here. Table l8 
outlines the freight car altuation on July l, 1941, tor Claee One 
rallroeda and the •bane•• 1n tbat eltuaticn duriJ>& tb• precedlnc 7e&r 

'l'bo l,661 thoaaand cara on July l, 1941, raprasentad a net increase 
ot l per<>ent during the !iecal 1ear 1941. Howeftr, """1.ceable caro 
incrMaed nearl7 6 perc..,t, tor there -• a substantial decline 1n 
bod order equipMDt. 

The nunber or treight oara on order on July 1, 1941, was subatan­
tiallr larger then tot.al inatallationa during tha preceding year. It 
was about five times what it bad been 12 months earlier. Box care &nd 
open top (gondola and bopper) oars together make up about 95 percent 
all Class 1 freight care. Now orders will add especially to tha supply 

!ilU 18 - J'DIOHT <WIS ouaa l 11.lIIJIOADS, rtsQAL nil 19111 

' All 
Jo" Cara Oon4olaa r....1p• 

"-·· (!hou..,4 Cara) 

On band. hlr 1, 19lio 701. 7 785. 4 1 ,644.9 
hnlceable 1,i192.2 
Bed OTder 152.7 

InotallaUona r . Y. 1941 )5.S 25.9 ' 65.1 
Ra \lre .. 11\1 r . r. 1941 26.7 14.J 49.1 

On han4 Jul7 1, 1941 
hnloeabl• 

710.s 797.0 1,66o. 9 
1,575. 6 

Ja4 Order s5.3 

On or4or Jn17 1, 1941 59.s 21. 0 92.6 
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of box car'• . The teat ot the adequacy ot our tr1ight car suppJ.T will 
COM next tall during the traffic peak. By October l we ray ban an 
increase of 10 to 15 thousand in our stock ot aerrlceable care, making 
a total ot 1,585,000 to l , 5'}0,000. 

It io estimated that during the fall traffic peak, carloading• 
will run at the rate ot 970 thousand per week, and that a total of 
some 1 1 590 thousand freight care will be needed. Thi e requirement e• ­
timate &asumea a min1- i dle surplus of 60 thousand care and a utili­
zation ratio of 10 cars newly loaded tor 16.4 acti•e care. Thie would 
involn eqn•l ling the previously beot' recorded ratio, (l.o car loadings 
to 16.4 actin cars) in the fall of 19.39. Clearly a tight oituation is 
in prospect • 

Oil Transportation 

Tb~ dinrsion of 50 tankers tor the British shuttle eervice , 
the i;radual tranefor of tankers to foreign registry, the requisi­
tion by the llayY ot 12 ..,. tankers have c011b1Ded to create a abori­
age of facUitiea for transporting petroleum to the East Coas t. In 
Table 19 • ill be found e otimated consumption ot refined petroleua 

TABLE 19 - PETROLEUll POODIJCTS1 E4ST COAST REQOIRlllENTS 
FISCAL YEARS 1941 AND 1942 

.. (llillions of Barrel•) 

Total 

llotor P'uel 
P'uel OU 
Other Products 

East Coeet 
Fiscal l"i•cal 
1941 A 1942 

518 

222 
2.38 

58 

A American Petroleum Fact Finding Report of lla;r 1.3, 1941 • 
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product.a 111 f'iaoal 1941 COllpar..S to the Ht1-t.d %'9CjuiNMDta ill 
f'i-1 1942 tor Ule Eut Coaat Stat.a 1t DO curtail.Mot oU.e.r than 
oH oar production ie aoticipet..s. lt ie Htaat..s that tbie ar• 
•ill co,...... 562 aillioo barrel• of' petrol.eu. produota . 

lD peat 7eara, 96 percent of' Uieae produote •en brought illto 
Uie ar. bf water ill t&lllcera priDcipall.7. 

The supply aituatioo ""'1 be . bri efly IUJIDllU'is..S aa f'ollowo1 

TABLE 20 - SUPPLI or PETROL!ml PROOOCTS, EAST COAST 
FISCAL YEAR 1942 

( llilliolUI of' Barrels) 

Ceo be imported Yi.a • •tor 4Z1 
Ceo be l.Jlport..s rta rail 65 
Ceo be imported rta pipeline ~ 28 

Total oe• aupply 520 
Stock a OD b&Dd, Jul.7 l , l 941 59 

Tot.al Supply 579 

• - lneludee PenoeylY&Di.a crude 

U total .,.. .. llt\pply reaches 520 aillioo bbl•. , ae eetimated,. 
there will be • daf'icit or 42 aillion bbla . Tb• deficit 1• Dear­
ly •• lar1• as total etocko oo Jul.7 l, 1941· Tbe traoaportatioo 
bottleoeclt is lil:ely to iDYoln ao eopeci&lly severe abortage 111 
the oase or fuel oil . 

It ie possible that traDBport f'acilitiea will be unable 
to carry 520 llillion bblo. The rail tra!Ulport eoti.-te aoBU11ee 
that the 19, 000 aurplua t&Dlt cars reported bf the Amarie&D Aaeoc­
ia tioo ot Railroad a are &ll io 1ood coodi tion and operate con­
tinuously be1iDDing Auguat 1, 1941. On the ot.hor band, t.ho oew 
t&llkero now under co1U1truction b&ve oot been includ..S. It -de 
&Tailable to Gult East Coast abipping, t.he7 would pe...tt t.he 
carrying ot 36 llillion barrelo in tieoal l 942. It ia doubtful 
whet.her thHe t&llkera will be placed 1D t.h1a Hrvice . IndH<I, 
t.here ie a poeeibilit7 ot etill further diverei co ot t&llkere to 
t.he Britiab abuttle service • 
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1Dcr9&aea i n pipelille oapaoit)- which rill o ... 1Dto 
operation during tiae&l. 1942 bna been inc:u..i.d, 9\ICb aa SouUl­
eaetern pipelU.., Plantatioa, ate., but nrioualJ' 040ta.plat.ad 
linee trom Taxae or Dkleb,.. to Ula zut Coast haft not been la.­
eluded. tb•y u nnot be coeplet.d i n ti.me to help Mtariall7 
during !11c&l year 1942. 

'l'he 1ubst1t.ution or rail tor water traneportation • ill in.­
' oreaee coete. According to recent Htimte1, Ula coat ot t.r&m-
portillg crude oil by rail to llew York ii S2.37 per barrel aa 
compared • 1th 67.5 cent• by pipeline and • 1th 53 centl by tanker . 

Electric Ponr 

In 1917-1918 elect.rU'ication of .laerican industry bad not &OD• 
for enough to aake electri c power a 0«1tr&l defense probl•, altbou&b 
serious local difficultiu were deTeloping at tbe ti.a• of tbe 
lr&istice. Today tbe prortsion of adequate electric 'J>OWlr 1s ot 
crucial importance to der.,se. 

Tot&l United State • generating capac.ity baa grown 1teadil7 in 
recent years . Total dependable capecit7 on Deceaber 3l tor tbe 
last t wo years and eat1111&ted capacity ae of tbe end ot 1941 are as 
follows• 

1939 
1940 
1941 

llUlion Kii 

JO.~ 
J4.0 
)7.2 

Compared with tba estimated dependsble capacit y at tbe end or 
1941 of 37.2 ailllon kw, tbe eathlat"4 power requir•enta era ;3.9 
milllon kw. Tbe exceaa ot capacity over requir•enta, 3.3 e.lllioo 
kw, i s about l aillion kw leH than tbe capacity eati.uted to be 
needed as ml.niJ:iua reserYee . Proportionately, the 1nfr1n11•aot 
upon reserns is more eeriou1 in certain sections of the country, 
particularly in tbe eaetern areae . For the calendar year ·1942, 
de epite eubstantial 1ncrea1u in capacity, prelWnary forecas t• ot 
power requirements indicete 1.nfrins ement upon relOMee more 1erioue 
than at the end of 1941 and sufficient to threaten t emporary power 
shortages over large portions of the country, 

At the present time detailed plane are being d eYeloped tor 
assuring an adequate defense power suppl7 during th11 cri tical 
period. In addition to 1n1tall1ng additional 11enerating cep&cit)-
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up to the llmit ot aanutacturere 1 abU1t,y to furnish equipment, 
extenaiTe traoa111ion interconnoctione ere under ny and planned 
which will enable load requir•ents to be spreed more unitOl'lllr 
oYer the anilable generating capacity and will perai t pooling ot 
r eaer'l'e C4paci tr and haneo leeaan the aerrtee hazards trom ueinc 
r eaerTa capacity tor regular operation. Additional power gener­
ating facU1t1es are being planned at locations suitable tor 
detenee and where the t acUities 111.U be valuable aeeete in the 
f'uture econOC111 of each aection ot the eountrr. 

PROCURDIEllT PROCEDURES 

the defense program plaoed a sudden and heavy loed upon the pro­
cur8"ent optem of tho United States. Norma~, the task of procure­
Hnt ia t wofolds (1) to obtain gooda and aervicee when and as re­
quired bf the Govel"llllent; and (2) to obtain these goods and serneea 
at the lowest price possible and to ensure thet the price is still 
high enough to give the seller adequate incentive ~ to meet hie 
obligation• under the contract . Thia pri ce , however, should not be 
eo low as to be unfair to the seller or to cause hill to be unfair 1.n 
his cootrscto with others. In normal times and for nondefenoe agenc1oa 
there is leas pressure for haste and hence more attenti on may be gi von 
to obtaining the lowest feasible price. !1!1der the exigencies of the 
present nergency whore speed ia essential there ia always the danger 
present thet diaorderly l:oJ;ying may become preT&l.ent. 

In this coonection, a comparison of tho experience under the 
detenee program during the past rear with conditions during the first 
nine months following our entry into World liar l reveals an out­
standing contrast. The f'onaer period was marked bf extre-lr dis­
orderly 1lu71ng, whereas, buJing during the paet year ha• on the whole 
been much more orderly. 

During World liar l, there were numerous instances in which con­
tracting officers representing different units, the A:rm:if 1 the Navy, 
our illlee, or even contract.ing officer a 1n the same department of 
our Govel"llll8nt, bid against eech other for a supply which wae inade­
quate to meet the total war de....,,d. There were many inatancoa, too, 
in whicb one branch of the service ne ehort and another held an un­
necesearUy large inventory. 

It the record or defenee efforts during the past nine months 
has from time to time been marred bf disorder lineee in buJing, none­
theleee , bJ 001Dpari11on wi th the first nine aionthe of our participation 
in World liar l , 1lu71ng in the more recent period bae been fairly orderly. 
There have been :l.llportant developments in the forward plenn1ng of procure­
.. nt, in the careful ti.ming and placing of' contract., and in the coordina­
tion of i..,ing bf different contracting officers. 
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'lbree etepa 1n the diHotioa ot forw.rd ~t MJ' be 11nJl-l 
Ollt tor ... ucn her•• en• ot tb•M i1 th• deT•loJJMDt ot a bWicn 
dollar atookpile procna. 11Dder tb.11 we are ac~t1ng 1tocke ot 
1t.rategic and critical 11&ter1al1, ut..ra.le tor which d-..d i1 greatq 
1noreaeed bf the det- progru or tor wbich war ccnditione threaten 
a Hrioua ourt&Uaet ot oupplJ'. It it tlma a !oN ot price 1nourance. l 

A 18Ccnd atep 1n th• direoticn ot tonard procurement planning 
1n•o1Tee the better t1a1n1 and placing ot purcbleee of t1niabed 1oocl1, 
1ood1 tor which there ere both d1ten1e requir->t.. and oiTil.il.o ueea. 
Thie type of forward planning 11 Wuet.rated bf a euppl.-tal •J>­
proprl.aticn for the hr 0.pertHnt t or 1941 &110UDting to tl7S llilliOD • .l!. 
tor the acClmllaticn of iJlYentoriel of Clot.bing and other qu&rtenluter 
it•• to uke poaeibl• tb• tia1nl and plac1ng ot purchases eo ae to 
obtain the moat favonble ll&rl<et cODditiOD1. lbier thi• f'und, 1.nTita­
tione to bid were ieoued tor 9001000 OTercoete; 400,000 -cldna•1, a 
aillion and a halt serge coete , and aore than t wo aWion and a half 
paire of wool. troueere for production dur1ng the alack aeeeoo. 

A less spectacul.ar but ped1ap1 more significant etep baa been tbe 
develoJllllent during a period in which markets have not been very tight, 
of a reserve group of c"ntractors who are f&.111iliar rlth Govern111ent 
purchaeing practices and to wboci tho Government can look for additional 
eupplios. Various devices have been used to develop this rooorve sroup 
of contractors. Bid 1nvitationu havo called for bids F . o . B. mW. 
Bid invitations of the aplit-bid type have bean iaaued . The setting of 
a aaxlllwa .&. coot.net per bidder aprNde the work among a number of 
oontractors. Variatioo• in apecificationa have been peraitted different 
contractors. nie requir-t to uae domestic aa terials bas 1n IOlll in­
etances bftn relaxed, and outriallt perauaeioo baa been resorted to. tbe 

deYelopment of e reserT• group of contractors does cot, 1n general, 
mD&D lower prices. It ia rather a fora of price 1nsurance. A further 
factor wbicb baa contributed to th• greeter orderlloeaa in bu7inl baa 
bean up until recentl,y, the 81ai•r aarltet ccnditiono prevalll.nt. In 
a Tit.al sense , the teat of procurement methods still lies ahead. 

A '!be etockpile proeraa 11 diaauaaed 1n ueater detail earlier in '!.bo 
chapter. 

~ Approved February 14, 1941. 

S A •1n1- 1• comaonlJ' 18t al.to • 
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,,.. pt Cmt.nqt.e. 

Pn-t prooar-t ..tba4• llbaN with tbo9• tmploJe4 duriAI 

1'arl4 liar I u extmaift rellCll"t to D910t.1&t.ed ocmtnota. 'DleN OOG­
Wut with the t.Jpee of OOGtnota 1JI TOllM before JalT 1940• Ill 
Ootober 1941, tbe llDAO •anomioe4 a pa-1. proow9mt poli07. 'Die 
JllWl poli07 ..P..•be4 a ftriet.7 ot obJeotina, --c llhiah aooarate 
ocmt-1.tT ot th• requind oa-oditT or ....no. to llp901tioat1cma and 
llpM4 ot FOOm: t reoeiftd 1peo1al .-pbaai•. .ittet' reoop111D1 
that tbe a1hant1pa ot th• .....n.J. Htboda ot dft.wlq oontraota ftZ7 
ntll th. 01rouutuoe1, thb ,_.._t lllll1e it olMr that ..ii.re 
ueotiaticm batter Ml'ft4 the datcae obJeotin• tllaD ope ocapetitin 
'b1.441Al1 na1ot1at10D llllolll4 be tmploJed. 

lleoour•• . to D•10t1at.ed oontnota '111&7 ba 1n effect require b1' 
oirouutalloea udder oerta1n ocmditiona. 'ftnlJI 1t the -• ot 1allen 
i• ..,_, IMll OI' mlital'9 quotatlcm• ax11t, ocapet1t1n bl.44!.Dc '111&7 be 
h1&bl7 UDdeairable 1n that tha prio• '111&7 be mob ldPar tllaD 1t the 
ooatraot ,..... ne1ot1aW. 

J. aeocmd -.lor ooaditicm llhiah .U.1 nesot1ate4 ocmtzoaot1 
delirable i• to be tcuad 1n oaH1 where · the artiole paraba1e4 •bodi11 
a .Wtu-T -ret.. It i• olear that the FO(luotlcm ot ~ artiolea 
mat ba ocmt1Jled to a ..,_, ..n -bar ot FO(luoer1 Uld that, cmoe 
.Wtu-T 1Dtoraticm bu bee llltnlated to a .....taotwer, other 
-=!aotllrc'1 Dot 11ailarl7 1D the Qonuwct•1 ocmtidco• -ot 
ocapeta with ·thil ~tver cm 111 - bui1 • 

.l tll1rd OCDditiCD 'lllliah ll&kel DllQtiatioD dHl.rable 11 to ba 
tomid 1n ooaneotioll with thl d-.nd tor w.r1ou ordnuloe, ah•ioal 
nrt&re, and other it- tor wbiah total daaad - a lCDI period ot 
,.are bu batD i:notioall7 Ml'Oo Iba def- Fep&radn111 4-.nd 11 
iDt.rodD.oed into IQah a litlllatlCD tllrcu&b 11411oati-11 ~11 a 
part.1.aular mmtaoturer -t o1Mrl7 be •lDCled cm to ba eduaat.ed, 
11114 tba tenl9 Qllder lllWll be opera\11 ~~ o1Mrl7 oall tor 
D•o\!at.1.CD, 

Illa GotWLZIDt 4-.zid tor ID ar\iole ii llO larp U to repre-t 
a abatantial hsotion ot indutrial oapao1t71 or, 1D , ... 1Datano11, 
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' ae to equal or exaeed tljat oapaoit7, the poeeibiliti•• ror open ooe-
petitive bidd.iq are -wbat liaited. f. part or tile Gon,_.,t•e 
requiremmt. MT be ..i throucll open oClllpetitJ.ve b1.ddin&1 proYided all 
tile GoY~t.'• reciuti-t• do not bee ... knoma too ...-:q in tile proo.... lllat., u oapacit7 1• approaclled, reeart. to neaot1&ted coa­
ir.ota bee ... • -t.1.al. .& epeci.&l aepect ot tbi• oaee ariM• wba 
tbe ao.e._..t. bu &1Tc capital •••ietance to oae or """' ~ere. 

'1'1me tar, necotiated coatraot1 b&Te bee ..,.t cbaracter1et1c in 
field& ot tile dateue proarui which illuetrate tbe•• four oaeee, Tiaa 
tile plane proa:raa, tile abip-coaetructJ.oa proeraa, tile ordn&noe proaraa, 
and tile parobue of reel. ••tat.. 
ec.petitiT• Mddtna baa been ueed t or euoh it.a u olothina, ahlM1, 
blaftkete, and otber equis-it read1lJ prodnced bJ ord.inarJ taoillti••· 

The d1etribut1on or tile .t.n;r defanae coatraote bJ •Jor tJPe•. 
u ot llaroh l, 1941, 1• abown in the acc<>11p&DJ1n1 table • .& 

Type of Coptract 
Percent ot 

Value ot ill 
Ccptngt hard .. 

Open O<lllpetitiTe biddin&-l>ap .,. or t1xed prioe 
••sat.aw-i....p .,. 

.31 

.3S 

.34 ••aotiated-coet. phle tixed t .. 

.a Doea not inolude proJeot order• whioh it 1• eat1Mted aocount 
tor l4 percent ot tbe value ct all produotioa on order • 

. le ot llaroh 1, 1941, 66 percent ot the T&l:ae ot all Arw;y contract 
awarde repr.eented neeotiated contracts. 

• The proportion ot CODtraote let according to the•• tJPe• 1• "9r7 
ditterct tor the •• ..,. Tiie f ollowing ....... reported .. or June tor 
tile lmlJ.e and • chinerJ of COllbat TeHeleJ 

T!pt ot Cent.net 

leaotiated--..iJueted price (eaoal&tor) 
••aotated-•t pJ.ue tixed r .. 
tesatated-1-p .,. 

Percent ot 
V &1118 ot .All 

Cgpt.ract, ~ 

7S 
24 
l 

.a ProJeot order• are not inoluded. ec.peuun b1dd1nc 1e ued 
uteuinq tor ~t or ot.ber t.n>e• ot eqW.s-t.. 
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It hae u~ b .. n aoeu .. d tbat tho moat tuorable prio11 ar• 
obteined tor the Govel'DlleDt tllrouch th• UH ot open 0<111petitiv1 b1dd1ng . 
There baa been conliderable ev1d1no1 ot bidder oolluaioa in tile l&et 
aeveral yea.re wbicb baa detaated the all•Ced odvantap ot tb1a t7J)e of 
contract. 

On the other band, neeotiated ocmtracta, aa ...U aa open .,.,._ 
petiti•e bidding and open..u.rltet purcbaHa, ~ in•ol•• .,.,._ 
petition ~I aellora, whlD tlUa 1• taaaiblo. Tl:lua, an u-rq purobaao 
8t an article, tor the 11&11\lfactura ot which a8Yeral taoiliti•• ha•• 
bean allocated , .., be aade OIDly attor oonterence with all ot tile 
allocated taoilitiea. Open ocmpetitive bidding i• neither .tho onq 
posaible 0<111petitive device tor 0oYOl'D8IODt proCUl'•ent, nor a prooure­
mont deYioe th&t is certain to avoid monopoliatic price • 

Open competitive bidding and contract negotiation are thua not 
ebarJ>l7 cppoeed alternetivee. Mogotiatioa is also tl'equantl¥ tO\IDd 
1n connection with contract. ti.xed br ocmpetitiYe biddiDC· Tbua 
negotiation M1 be needed to !Deur• a triendl7 bidder. lloNOYlr, 
whenever in connection with a contract it becomes nlC4l•&t.rJ, eub­
sequant to the award, to uke a change 1n apeciticeti<iae, the change 
ia neceaee.r1ly a aubJect o! contraot neeotiatiOD. 

In the oase of aplit bidding, all bida below a price oonaidered 
reaso:'.l&blo II&)' be accepted, and tbe balance of tbe required quantity 
may bo •nogotiatod for . Or, wbero a long list of' items i a included 
1n a single bid invitation, some itema llMIT be nogotiated tor. Or 
price dit!erontiala !or extras 118¥ be fixed a.!ter negotiation but 
bet'cre 1D•it1nc bide. the poaaib111ty ot recourse to neeotiation 1n 
whole or in pert 11&.kea competitive bidding work better. 

Planning by the A:ret:f prior to tile -rgenc7 had led to tbe 
allocation ot ~ 1nd\18trial taciliti .. tor tbe production of 
specialized defense req.ur...ita. Although plane nre not laid tor 
a program ot the ugnituda of tbe one authorized, and hence the 
allocated tacilitiea were not eutficiently large to •••t the require­
menta, the prompt making of pert ot tha contracts, especially tor 
ordnance it•e, was aided by tbo11 allooationo . It baa been reported 
that the •Orclnence Depart.ent• baa pl&oed SS percent ot ita orders 
for ...U ar11e , artWery, and ...unition OC11poDenta with 1nd11atr1al 
concern a alnacl1 familiar wi tb it• pro bl .... 

Price !!ilf•rentiatioo 

Present •ergency ~ent •etbodo are diatin~ by tlMI 
tar ereater .... of price ditterentiation tban 1n World War I . Part-
17 ao a ....,. ot Jwot1ticat1oo ot -rgency pricee higher tban thoat 
prevailinc in the preemergenoy period, a practice d1YOlcped durinc 
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World War I baa bee ... -iiat cceral - the pract.ice llllder which 
cert.ain special coet •l-ta are 110re or leee "pot.rated troa the 
price proper. Tbue, epeoial pro•iaione have been -.de t or tbe 
financing ot neceaaery pl&nta and eqW.i-eot in r ielde where it i• 
unlikely that there will be a cont inuing demnd tor the produota or 
aucb pl&nte and equi...,it beyond tbe duration ot tba -rcenoy. The 
five-year amortization prov1eion ia open not only to priae oontr•otore 
but e.lso to e.ll other producer• at other ate.gee ot production. Coate 
incident to great speed (auch aa overtime pay, apecial bonuaea tor 
pr0111pt performance, etc.) bava aillilarl;r been more or leaa dia­
tinguished from what uy be olll.led tbe price proper in varioua con­
tracts. Allot.bar aegracatiClll of coat el_,,te trOlll the pri ce proper 
is f ound in provision tor teraina tion or the contract when tbe 
GoverDllmlt so electe and tor a !air and just eett1-t in the 8Y11Dt 
of such ~tion. Tbe net effect ot ill or these i a to expand 
the U88 or price dittercti.ation in contracts. 

PREFER.DICE RJ.TDIOS AND PRIORITY ALLOCATIONS 

Under normal oircuaatanoee, militar;r requireMnte do not :l.apoae 
any strain upon the ability or induetr;r to produce and deliver th• re­
quirements ae provided tor in the contracts . Such production can be 
handled without any large-ace.le diaplacecent ot orders tor civilian 
purposes. But the urcenoy and continual expansion or the defenee 
program make undesirable any reliance upon normal procedures to in­
sure the deliveries aa ach&duled. llore direct control ia need&<!. 
'lbis 1a turniahed b;r the System or Priorities. 

Deliveriee mq be held up tor at least two reaaona: (1) prior 
dates ot d.livariea scheduled b;r ciYili&l and/or other military con­
tract&, and (2) eborta&ee of materials and equipMnt. Accordingl:r, 
two major typea ot control are needed to insure that production or th• 
detenae requirements 1a completed on t:l.ae: (1) ti.we control, i.e., 
control designed to preYent &n¥ dela;r in dellnr;r beoauae ot the prior 
existence of civilian and/or leoa urgent ailitar;r contracts. TbU 
t:rpe ma;r be neceaear;r e•en where the euppllla are ..s.Quate both tor 
detenae and ncndef enae requi.--nta. llhere, however, the 8\lppliH or 
particular c.-.ditiH are inaut'ficient to-tall require•Dta, then, 
iD order to insure t hat the eilitery require-nt ab&ll be •t, nan it 
at the expense of nondeten1e demand, a f'urther control i• nec•••IU7J 
(2) quantit;r control, i .e. , control over the allocation of &Y&Uable 
supplies to various uaea • 
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. 
Correapondini to these two t1J19e of control are the toro &&jor 

teohniquee WMld 1D the Prioritiee 87sta. These two •'techniques are1 
(1) the preference rat1Dc, and (2) control ot eupp17. lach of these 
taolmiquee has a mmber of n.rianta . The preference rating 1e 1n the 
u.in granted to an itdividual order and ita purpose b to provide tor 
the deliveey on the contraot u eoheduled even it this inYolves dis­
placing contr&ata with earlier deliveey dates but with lower or no 
praferenoe ratings . The allocation ot euppl.7 1e eet up in order to 
insure that available supplies of specific c.-idities shall be used 
first for defense purposes and then if at all, tor oondefeose purposes. 

The system of priori ties began 1D June 1940 a.a a s19tem sole~ of 
preference ratings , but aa the size ot the program expanded, shortages 
ot raw materials, tools, etc. , began to loom up and consequentl.7 1n 
February 1941 the allocation of raw materials was undertaken, first 
with a few commodities and then on a wider baaie . 

The Preference Rating 

l . The Priorities Committee or the .Army and Na!Y llunitions Board. 
On June 28, 1940, Public 671, "An Act to Expedite National Defense" 
was enacted. Section 2-A of this Act provided that all Naval con­
trects 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 •1th res)Mlct to Ar111!f and 
Navy contracts. 

The Prioritiee Committee of the A:rmy and Navy Munitions Board, 
which had been appo1Dted in June 1940 was assigned the task of organ­
izing the eysta11 of granting P':"farence ratings to Army and Navy con­
tracts. In the furtherance of this taak an •Automatic •Directin" was 
promulgated August 12, 1940· The directive classified mil.itaey ob­
jectives in order of their illportance and urgency. Tbe classifica­
tions ranged froa AA, A-1, A-c ••••• A-10, and si.lllilar~ for B and 
other letters if required...! 

On the baais of this directive, procurement officers in the field 
could •automaticall.7" appl.7 preference rating• and extensions thereof 
to all contr&cte for iteme on & list known as the Prioritiee Critical 
List. '!bis list of some 200 itama had been 'prepared by the Army and 
Na..,- llun1.tions Board a little earlier and was reatricted to primary 
military 1taa. Thie list at firat was not publ1sh8jl. At the aame 
ti.me, preferenoe ratings could be extended 1"rom the prille contr&ct to 
related aubcontr&cte by the purchasing officers in the field. 

In late August or early September t his system of prioritias was 
put into use. There is very little information available on the ex­
tent to whioh the 1y1te11 was ueed by the Araq and N&vy for the period 
from September 1940 to the lliddle of February 1941· The beat esti­
mates indicate that prarerenoe ratings were extended to more than 

.! The eignificance of e&ch r&111ng is shown in Table A in the Appendix. 

AUGUST I, 1941 CONFIDENTIAL · · · 9Z 



l 

1 

J 

I 

NUMBER 50 CONFIDENTIAL • • • 93 

'°, 000 1Dduatr1.al con t.raot. 1n tb.1• 1n1 t1&1 period. Tha qetea ..,_ 
countered cl1ttioult7 1n Ulat 80at ot tba pretarenoe rat1nc• Ci,..n "" 
A-1. Aa a reeult ot thia pilJ.nc 11p ot r atJ.nca 1n the J.-1 cl&aa1t1oa­
t1on, 1t waa tound naooaaa17 on l o,..abar 28, 1940, to break down the 
A-1 cl&aa1ticat 1on into tba tollow1n1 1111bcl&aailicat1""•• 

A-l-a, A-1-b, ••••• A-1-J .1:1 

Be&l.mlina w1 tb tba •••It •allnc F•brua17 22, atat.iatica are uail­
abla ebowlna tba ....,bar ot preference 1't1na• ia....cl bT ~ and tba 
ra tillC• •••ipad to Moh o"". Aa ... ,, froa Appe.alix Tahi.. C, froa 
'•bruarT 22 to t.b• •••l< •al1Dc lllM 28, 1941, 289, 166 prer ......... 
rating• ware 1'111118d bT tba AnQ' aad k"7 Procur-.nt Ofticara. Ot 
tbHa, 80 percent ware conoantratad 1n tb• three ~. A-1-b, A-1-c, 
aad A-1-d. ft>1a b .. "7 ooncant.ratlon 1n tbaff wbgroupo wOllld Mita 
it appear dmlbt.tul whether tb• 17atea 1a rMll;r 1\mctioniDC ...U. 
••n too - ordara an Mrbd "Nol>" tbe reOlllto an the - aa 
*• n ot"dare are not marked •ni& • at all. 

2 • .Ada1!llatrator ot Prioritl.!• &!)d tbe frl,orl.tiaa Board• On Octo­
ber 21, 1940, a Prior1t1ea Board and an Administrator ot PrioritiH 
were Ht&bliehed by the Council of National 0.fenee and authorised bT 
the President under a11tborlty of Section 2-A ot the Aot ot 111118 28, 
1940. Th• Board' a !'Imation waa to 1#,y down raC111ationa with regard to 
prioritiH, a11bject to the approval of tho Preeident. The Ada1n1a­
trator was to antorca theae rel\ll&tlone. 

The Office ot the Ada1niatrator of Priorities operated in a 
11Al.t.d tield. Since AnQ' and Ila.,. detenao order• tor iteu on the 
Prioritiaa Critical Liat collld ha,.. preference rating• a11tou.tiaaJ.lT 
applUd to tbea ~ tba pro<illreMllt otticera in tba tiald, the prcbl .. e 
that wollld ariee in conneotloD with the grantiDg of prioritiaa wOllld 
be tboae Ulat concenwtd iteH not on the Critical Liat or qenciaa othor 
than the I.ray and tllAI Ila.,.. 'lb• Ottlc• of the Ada1niatrator or Prior1-
t1ea conaeq110ntq recebed applic«.tloD• troa 1nduatr1.al concarua and 
all branches of the Go,..rnaent otb•r than the slilltaey tor prete...,,.. 
:ra tlnp. J. separate application tor a preference rating n• Nqllirad 
tor each pw'Cbaff order OD which the appllO&nt w1abed & rating. On 
October 2J, 1940, a c-rc1.al Aircraft PrioritT Comittae na ap­
pointed bT the Prioritlaa lo&rd to handle the prcbl ... rltbin that 
field, and on October )0, a llaobina Tool Priority C.-l.ttee waa appoint­
ed to handle t.be probl ... 1n tba aaob1na-tool field • 

.1:1 See Table B in J.ppendix tor the aipit1cance of thaff e11bclueiti­
cat.1ooa. 
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!!we. tho Priori U.• Board llUppl-ted the r-u..u ot the 
Pr1orit1a1 eo-ittee ot the .t.rw;r and 1&"7 lt.mitiau Board 11b1ob om.­
tinu.d to crmt auto.atio ratinc• cm ooatraota tor the UST and 1•"7 
tor 1- cm tbe oritiot.l. lat. 

3. Tl!• Ditl•ion ot PJ;1Qr1t1te . On Jan1Jar7 7, 1941., tbe Ottioa t:I 
Produnt.lon 11anac-nt wae .. t&blillhed and witb it wu ••t&bl.Ubed t. 
Qireotor ot Pr1.orit1ta. In t.dditicm, thore wae t.lao Mt llP t. lloard ot 
Pri.oritia• to Mm •• an adtl.eo17 bodJ. On F•brut.r7 17, 1941, a work.­
inc a.zoranc-nt be-n tbe Pr1orit1a1 C:O-itteea ot the UST and lt."7 
lt.mitiona lloard and the Pri.oritiaa Ditl.e.lon ot tb• ottic• ot Produo­
Uon .. "'C t wu publl-.l. Tba principal point. were the tol.lo9-
ing1 

(l) ~ and ... ..,. lt.mit.lone Board to .i.termi.. prlorit7 
rating• on all itau oo •Critical Liat.• J:r:paDaioo ot 
thl.AI l1at to be agned llj)Oll b1" botb. 

(2) ~and la<ry llmitiona lloard to extel>d priorit.T rat.­
inc• down to tirat wbccmtr&ctor • 

(3) 

(4) 

. 
Allocation or raw u.terill.1 to be within Juriediotion 
~r the Pl•ioritiee Division or th• Office ot Productl.oo 
llanage11<111t. 

All certificate• crantl.ng preference ratinc• to be&r 
the 1ig1>&ture ot Director ot the Prioritiea Div11icm. 

On lit.rob 17 the tirat Adainiatr• U ve Order ot the Direotor ot 
Pr1oritiea iaau.d prortded r...-i &ut.borhation tor the b&odling ot 
prioritiea for iteu OD tbe Priorities Gritical List I>)' the .U-.,. and 
11•"7 lllmitians Jloard rnr epecitied clauea ot contracts, and vali­
dated previoua prioritiea ordera and actions. 

Tba mjor change• in tbie to.rmt.l set-up over the previoua cme 
nre aa tollon: (1) The Priorities Critical List ns publ18hed tor 
the tiret time and wa1 to be rev11ed and published on .• 110ntbl7 baail. 
(2) The Priorities Cr itical Liot ••• expanded to include oomaoditi11 
oubj eot to allocation order1. Tho Priorities Critical Lilt ae ot.' 
Juno l, 1941, containoel uver 300 itemo. (J) In case or cnn!lict 
between the allocation ordoro and pret.'erenco ratings grantad to in­
dividual contracts , the allocation ordero wore to take orecodonce. 
(4) The Arsy am! llaT)' llunitiona Bot.rd wt.a apin given Juriad.1ot1oa 
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over all exteneiona be:yond tlla t'irat subcontract • .! (5) The ~ and 
Navy llulliticma Board waa to aaaJ.i!n preference rating• on a nonma.nda­
toey buia to tile price contract• or certain foreign goverru>ent& and 
tor aubcontracta. 

'l'he :l.Dd1'11du&l. Contract Pret'arence Rati.D& lb'atea is no• aa t'ollows : 

The J.rtrq and Navy Munitions Board ma;y issue rat­
in&• •automaticaJ.lT' for itema on the Cr1tical List • .!? 

'l'he n.ri.oue ei ...... or cantracta hamled b;y tll• 
Anq and 11&'1')' llunitiona 8oard on an automat ic baeis are: 
(l) A:na;y and Nav;y contracts; (2) contracts of various 
GoverDIDent agenciee auch as llariti111e Commieaion, Cosst 
Guard, Coast and Geodetic Surve;y, Panama C&n&J., and 
National Adrlsor;y Co.omll.ttee on Aeronautics; and (3) 
contracts for foreign governments eu.ch as Great Britain 
and Canada, which are deemed to be necessar;y to the de­
fense of the United Sta tea as determined b;y the Presi­
dent. 

The Priorities Division iaaues individual preference ratin&e after 
apecial application has been made and approved, It determines prefer­
ence retinas for those items, includin& civilian items and militsr;y 
items, which do not appear on the Prior1tiea Critical List. SUch 
preference ratings cannot be extended automatically. SUch extensions 
are trl4 ted as new applications • 

.! Previous to establishment of the Priorities Division of Office of 
Production llan&gemant , the Ans.;y and Nav;y Munitions Board had e"tended 
priorit;y ratings belo" the first subcontract , but it 'was felt that 
not autficient care had been exercised in granting such extensions. 
Hence the attampt was made to control further oxtansions by de­
pri~ them of their automatic character . The attampt did not suc­
ceed because it was difficult to control the field officers . 

.!? Prior to llay 1, 1941, the itams on t he Critical List were deemed to 
include fabricated parts and accessories which "ere "desij!ned to meat 
military epecifications, and aa deaigned are not commercially useful 
!or civ111an purposea.• Aa of lla;y 1, 1941, the limitation as to the 
military character at parts and accessories was dropped . 
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Up until 11&7 31, 1941, andatol")' powr exiated oni,. for Army and 
Na..,. ccmtr&cta, otherwiae the qete• operated on a YOluntal")' l».aie. 
An ••ndMDt on that date to the Act of Jui,. 28, 1940, extended the 
1111.Ddatory feature to oontr&cta tor gOYernmente whoae defense the Prea­
ident deeme vital to the detenee of the United State• and to contracts 
or orders, including euboontracte and eubholdere, which the Preaident 
deems neceaeary or appropriate to promote the defense of the United 
States. 

, , 
Appendi.x Table D ehowa the number and dietribution of the indi­

vidual preference ratings ieeued by ' botll' the Administrator and the 
Director of Priorities. Up to January l, 1940, 550 certificates had 
been iseued. From January l , 1941, to June 28, 1941, 9 , 233 certifi­
cates had been issued. The concentration in th• high ratings ia not 
as great ae in the caee of the Arey and Navy llunitiona Board ratings. 
Aa compared with tba 90 percent concenti'ation in the a-1-b-A-l-<I 
levels, the Priorities Division has iHued 54 percent in the sa&a 

groupings. The smaller concentration in these claesee ia due to the 
fact that the Priorities Division is far more concerned with border­
line casee between defense and nondefense. 

4. Lilli ted Blanket !!a tin&s. To simplify and epeed up the grant­
ing of preference rating• other techniques are uaed where firms are 
engaged primarily in defense production. Tbeise are the limited 
blanket ratings provided for by the so-called P-ordera, which include 
ae a special case, the Defense Supplies Rating Plan. In &ddition, 
there was an earlier type called the Blanket Rating, not now used, and 
the project letter which haa only recently been discarded. 

a. '!he P--Ordera. P-ordera are issued only to induetries in 
which the firu are encqed p;incipally in dafanae work and which are 
bartng trouble in obteiniQ& certain well defined materials. P-ordere 
are permissive in character in that they make available to tinla in 
a particular industry under f'uli'illAent of certein conr:IHiollB, a 
blanket rating applied to a specified list ot materials tor defense 
contracts. Aa of JulT l , 1941, tweln P- ordere ban been iSBued and 
include the followinga crane builders, -chine-tool makers, airfraae 
producers, aeroengine and propeller manufacturera , firu producill6 aey 
commodities which may be uaed for defeDSe purpo1ea for aale •off-the­
sbelf, " merchant ahipbuildi!li , and freight; car conetruction.~ All or 
June 28, 1941, 358 preference ratings haTe been granted under these 
P-ordsrs. There have been complaints that the blanket order baa been 
used indiscrillinatel,y by the firms comine under itJ allo that it ia 
bei~ used for items not apeoUied, such as aspirin , booka, etc . 

- AppendiJ< Table ! abolra the P-ordera, the ertectin date• , the 
coverage, and tbe control.a .. t-up. 
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b. P.tenae ~ppliH Rati¥ pJag. Thia plan 18 a procedun 
wher•b7 a tirm can utabllllh th• proportion ot ita W.inH• de'n>ted direotl;r or illdireotl;r to national. det•- work. After the proportion ot detenM work 1a eatabH•hed, &Jld it it 1a INbeturti&l., a aerti.ti­
cate 18 granted a&n"Ji.Qc an A-10 ratiJw to ap~ to the det•-~ 
portion ot the producer•• purabaM order•· Azl:rone MT appq wt, in general, certificate• are rutricted to ooooerm •autacturing -11 
it.• tor ott-th•-ah•;µ' dbtri'Wtion, which are illport&nt to the 4-

.feDH procna. 1bey are cranted for tArM 80nth• period•· .U of 
June JO, 1941, the applicationa of 6S tiru bad been appr'OT!d, 2S _. wt1re in proceaa, tonaa bed bean d1atr1bated to 900 fU-1 lO \aa ,.. to 
15 thouaand firu, it 1a eatia&ted, are pot.ltiall7 ellcible.A 

Control ot Supeii 

.la loag &a ind1Yidu&l. preference rattnca • •r• applied to coo­
tracta repreaentiJll ool.7 part ot the nailablA wppq and capacit.¥ of 
an indu1try, the chief problea -• to aake certain that the deliYeriH would be m&de ae scheduled. Ulll.er eucb ooDl.ition• there oould be two 
part• ot the wppq, •priority .uppq,• alll. •fi-M euppq.• 'lh• frM 
euppq could then be diapoaed of at the • ill ot the eupplier. But aa 
the Yol.uae of de1'!D8! Contract. ere• 1 ! further probln denloped1 Tis. 1 shortecea in the &Y!ilable auppJ.7, ao the t both detenee am oolll.erenee 

requir ... nta could not be •:l.au.ltaneouaq .. t. But the 91ate. ot 
preference rating• wa• not tool-proof in •ktQC certain that defenae 
requireeents would be .. t tirat. It taltu tiM before the elcteneione 
reach the low!lt l.&¥•r• or euboontracta alll. ooneeque ntq ooodeten .. contract• could thus ban tir1t claia upon the liaii.d euppq, In 
addition, 11&'1)' contract•, althoucb tor detem• purpo1H, could not 
trace a direct connection •i th detenee order1. lloreo•er, there waa 
no control or the r-inin& euppq lAtt alter priorit.¥ claaa bad 
been aet. And when tbia euppq -• too -11, the fact that prioritT 
claims had been ut at &'I)' -.nt did not aean that all known detenae 
requirements had been aatbtied, in aey a&H where requir ... nta bad 
not been full1' tranalated into def'enae contracts. 

'lb• tirat atepa taken in the direction ot control ot IJUPPlJ' ••r• 
in late Jamary and F•bruarr and ••r• not nrr atrtncent. 1h• coD­
trola were intoraal in character , bei?li requests rather than order•. 
The first items affected were aacbine toole, a.lwl111U111 and -cnHiaa • 

.I. 'lb• aethod of' granting r&ti?li• throuch projaot letter• 11 no loncer 
used but has been used in the oaae of certain 1.aport&nt deteoae 
projects, plant conetructlon etc. A• ot June 28, 1941, S7 preference 
ratinc• bad been cranted under the projaot let.tera • 
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l. tl lMat.im gt Supplya The M ep4 li-Qrdtrt. Bepmiin1 1D Marob, 
toru.l. control• w..,. Ht \ll>• Tile 11<>1t tar-r .. cbine type ot control 
wied at tirat waa tha aandatol'1 prioritT letter, which n• later 
super1eded b)' th• II and I tTP"• ot a.o.nJ. PretertlDae Order. (Tile 
initial• denote llater1.al and ~uipMDt reapeatinq) ~ bad 
been ooq ooe I order aa ot Jul,y l, 1941, 1.-1, C1cb 41Hota that 
no MchJJI• tool wq be daliYved Ullleea tha oontract tor tha MohiAI 
tool carri11 a pret ...... ce raU,,.. l&oh 11-ordfl' eetabliahea oontrol 
onr the d11tr1buti<lll ot the MW Mter1.ala n--4 1D tbe order. Thi.a 
control YariH tna a detailed allooatiaa ot the total ~. a• 1n 
the caae ot neoprene , to the e atabl.iabaent of a a1n1•• preternce 
rating t or all detoo1e contract• t or 8110h raw •teriala. Each order 
provides that deten•• contracts 11Uat be tilled tirot it neoe11ary 
and that other cootra.ots trill be tilled, it at all, 1n accordance 
with e. standard aet forth 1D ae.ol:I order. Io effect, rating• equa.l to 
or better than the m.1niJlwo re.ting speoitied in the order art aesigoed 
t or all def enso contracts and lower rating• aro ass~ed to all other 
contracts. In oome cases, a S)'•te11 or quantity allocation ia e.lao 
established. 

Aa ot July l, 1941, there ha"• been 14 11-ordere iaaued, while an 
additional one in preparation bad not yat been i s sued.!. Tbe cOlllOOdi­
tiea a.!focted are giTon below: 

Q0!!9ditx 

Al ... illllll 
11&cn11iua 
Tuqiaten 
Neoprene 
111c1t.i e .. rtac Steel 
!lick el 
Borax and Borio Acid 
Cork 
Copper 
Pol,rYi.ftTl Chloride 
Zina 
TullC Oil 
S,-ntbetio Ri>bber 
Tung~ten in H1.gli Speed Steel 
Rubber 

Order NWlber 

... 1 
11-2 
... 3 
11-4 •-s 
11-6 
... 7 
... a 
H 
11-10 
11-11 
... 12 
... 13 
11-14 
--1~ 

3/21/41 
3/2.4/41 
3/26/41 
3/ 28/41 
1./10/41 
S/lS/41 
6/ 9/41 
S/31/41 
5/29/ 41 
6/ 9/41 
7/ 1/41 
llot Iasued 
6/ 9/41 
6/11/41 
7/ 1/41 

In addition there are t wo ail.der to .... ot control• General 
llet&la Ordar b ber 1 am the General Steel PreteNDCe Dellft?')' Order • 

• - SN 4'>P9nd1x Tabla P tor detaila. 
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2 . Control of Innntorit• . 

GeMnJ. lletai. Order lllaber l , iellWld on 11&7 l, 1941, pro"14ed 
tor a aild i.DftDtor'J' control onr eixtMn (no• tourteen) .. taJ.1 and 
oluH• ot 11etala. It prorldea that, in g•nenl, llhipaenta ot th• 
- tal• atteoted _,, not be Md• to 01111toller1 in aaowita which would 
incre&ae tile c1111tomer1 t 1DYelltor1 .. to umieo .. 11&17 lnele • 'lb• 
oixteen are 1 

l. .lntia>!V' 
2. Cadaiua 
3. Chroaiua .!. 
4. Cobalt 
5. Coppe,,2 
6. l'erro-ill07s, .lll Types 
7. lridiua 
8. Iron aa:i Steel Producta, 

ineluding rolled, c!z.awn 
forgings, caetinga, aa:i 
p1,g iron. 

;3. Control of Deliveri ... 

• 

9. !Md. 
lO. llanga1111se or Spiegeldaen 
11. lkrcury 
12. Mo~bclezaa 
lJ. lior.f'erroue illoy1 , all type• 
14. Tin 
15. Vamdiua 
16. ilao, eecond&ry .... teriale, or 

scrap, containing aey ot 
the .. tal• lilted herein or 
aey ••tale otherwiH wl>­
Ject to an allocation order 
ot the Director ot Pri­
oriti .. , prepared for sale 
1 n order to reoo•er the 
metal content thereof. 

General Steel Prefere nce Delivery Order in eftect on 11&¥ 29 , 
1941, directs all producer• to giYe preference to defenee orders and 
aaka that aey customer who feels be ia subject to unreuonabu d.elay 
or wboae order ia retuaed by a producer· file with the Pr1or1t1ea 
Division a form setting forth the facto coocerning thia dela7. 'lbe 
Priorit~ea Divieion will then take action to briJJi about the deliver'J' 
of the -terial, 1! it ia needed for deta.noe. 

'lb• .lppeaUx Table 0 allows th• tot&l auaber ot c..-oc!itiea 
aubject to .,_ r- ot ~llPPlT oont.rnl by the Prioritiea Division • 

.!. llade subject on Jul7 7 , 1941 to allocation order 11-18. 
b 
- llade wbject on 11&7 29, 1941 to allocation order 11-9 • 
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CirlJ.iap illoca uoe 

Tbe exiltence or ehortt.cH crea tee a twofold taalu (l) e&teJU&rdiq 
the prior claim• of the detenee progr .. to Hailable euppli., ot ate­
riela; (2) tbe allocation of relidual euppliee a.nilable for c1Ti.llan 
conaumption atter detenH requir.....,ta bave been met. sateguardinc th• 
claim• of tile defenae program io mal.Dly a function of tbe DivieiOD of 
Prioritiee of OPll. Tb• allocation of supplies &Ya.liable tor c1Tili&D 
use i e a 1'\lnction of the Office ot Price Adminietration .and CiTiliaD 
Supply, created on .1.pril. ll, 1941· Thie Office baa tour ajor reeponsi­
bilities: (l) To control prices to a.void profiteerinc and unwarranted 
price rieeei (2) to facilitate an adequate euppl.J' of aterUle tor 
ciTilian uae; (J) to distribute materials tor eiTiliaD uee uong nrioue 
induetriee, firlls and uaorei (4) to protect co11811Mr 1ntereete. 

Scarce ma terie.la are allocated bet•een different uaes after cOA­
sidere.tion of• (l) tbo extent to which curtailment of the output of ui:r 
industry or firm •ill dis locate production and cauee uneaplo;yment1 (2) 
the effe<>t of ourt&Uaent on tbe eatiefaction of consumer needs; and 
(3) tbe effect of curtailment on tb• relative positions of firlle in &e.ch 
industry. 

"lhreo devices are used for eiTilian allocation. Firstly, prograaa 
are fonoulated for tbe dietribution uong induetriee of tbe total supply 
of a scarce ma.teriel available tor ciTilian use. Ao of July 1, 1941, 
ei&ht ciTilian all ocation progra&e bad been ieeued. '!hey concerned tbe 
following commodities: 

Date Ieeued 

5/Jl/41 
6/ 5/41 

6/ 9/41 
6/10/41 

6/22/41 
7/ 1/41 

7/ 1/41 

Copper 
Cork 

Comodity 

Pig-Iron, Forro-Alloys, Ste el Ingots and C&otl.n'.ge, 
ard au carbon and alloy et.eel product• 

Boru and Boric Acid 
Material and F.qui paent necessary for construction 

a nd repair of freight care 
Rubber ard rubber producte 
llateriela uaed for maintenance and repair in 26 

selected industries 
llaterials used tor aaintenance end repair in 

canni.ng industry 

These progrus issued by OPACS contain olll.y a general statement of the 
purpose of tbe allocation. Preference rat ings for ci vilian use are 
&esigned by OPll after consultation with OPACS. Oaua.J.Jy, but net alwaya, 
eiTilio.n ueee are granted preference on a B level. Some cirtlian alloca­
tion program• r ecOllClend that selected uaeo of ma.teriels be granted a pri­
ority. ror inetance, repeir parts to facilitate the maintenance o! dur­
o.ble goods in tbe bands of uaere have been re<>o..,.nded •for the biP,eat 
eiTili&n preference rati.ng. 
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Itpa.cta ot Prior1Y.e1 

After a 7ear1 a eTOl.utioo and adaptation to new conditions whioh 
arose as the defense program grew, particularly in tbe last three 
.110ntha, the system ot priorities baa deYel.oped a complex structure. 
On the one hand , it assigns degrees of urgency to individual contracts 
or pr oducers b7 means of preference ratings; on the other band, it 
allocatee the r aw materials to Tarioue uses in accordance with their 
relatiTe importance. .Because of the Ter, newness of this complu 
structure of priorities, it is difficult to assess its impact upon 
the economic s7st•. 

Certain problana, boweTer, are beginning to aaerge1 

(l) The problan of anforc•ent. Thia problem in large part has 
arisen out of misunderstanding and in part out of an attempt to get 
around the rules and regulations of the Priorities S7stem. To meet 
this problem, a Compliance Section was set up recenUy (July 7, 1941). 

(2) The problem of restricting civilian conSU11ption. Defense 
output has in the last year been an addition to the total Tolume of 
output, not a substitution for certain categories of output . The 
shortage of raw materials, macbine tools, etc., will no l onger permit 
this situation to continue. The coming year will see large sMtts of 
resources from the production of nondefense to defense output. 
ConSU11ers will be compelled to take large cuts in certain types of 
con11U11ption. Bow this can be done 111ost equi tabl7 is the problem con­
fronting the Civili an All.ocation Section of the Office of Price 
Administration and Civilian Suppl y . 

(.'.l) The problem of shifting labor. As uterials become less 
available to nondefense production, labor uy becOll'e displaced. This 
displacement will result in a temporary period of unemployment. To 
shorten this period of unaaployment, steps are needed to shift labor 
rl th the least pos sible delay from noodefense production to defense 
production. The problem is most acute at present in the aluminum 
ware industry 11here it is reported that at l east 20 percent of the 
workers are unemplo7ed, .'.l thousand out of 15 thousand . In other 
industries, automobiles , electric refrigerators, etc., the problem 
is potential. 

This problao of labor displacement 1a particularly significant 
for the distributiTe trades. As the quantity of goods arulable 
for consumption is restricted, the vast distributive system will 
become affected 1 salesmer. , advertisers , ineta1lllant business , gaso­
l ine station attendants, etc. 

(4) The problem of prices. The uee of larger and larger 
amounts of commodities for defense purposes without parallel in-
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creases in the total euppliH creates an upwrd pl'HSIU'e oo prtoe•. 
Since ccn-er incoaea are also ria1n1, added pl'HllUZ'e ii crMted tor 
price rieee. 

These are probl.•e wbicb now ccnhont the Aaerican people. Th9T 
are th• ineTi table reeul t ot the traneter ot production trOll a ...,,,.. 
detenee to a det., .. baeie . The7 abould not, bowOYer , be product!.,.. 
ot 1111cb hllrt and eutterin1 it intesre.ted plans are drt'eloped to bandl.e th•· Ir solutions are dala7ed, theao prHent-d&T queatiooe •7 turn 
into f'uture aaJor criHe • 
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., Chapter 4 

INTEQ NATI ONAL ASPECTS 

T be measures taken to control the flow of goods a.nd !Unds f roa and 
into the Onited Stat.es are an integral pe.rt of our defense pro­
gram. They include steps taken to strengthen friendly countries 

economiclllly. Tbey also include policies which make 'ICC••• to our 
resources difficult if not impossible for unfriendly coiuitries . 

Six major steps taken thus far are the 1'ollowing1 

(1) British purchases. 
(2) Defense Aid. (Lend-Lease) 
(3) Export Control. 
(4) Freezing of funds of countries regarded 

as unfrien~ or as under the control 
of unfrien~ countries. 

(5) Defense Credits. 
(6) Prograci of Coanercial and Cultural Relations 

with Latin Aznerica. 

In addition to these there is the stockpile program discussed above 
in Chapter III .A 

BRITISH PURCHASES 

Both France end tho British Empire made extensive purchases of 
war material in the United States, the French on a larger initial 
scale than tho Brit ish. No exact information is available on the 
extent and disposition of 'French purchases. It does not appear, how­
ever, that large deliveries were Qade to Fr&nce under theae orders. 
\'fben f'r&nce fell , the great bulk of unfilled orders were taken over 
by the British. 

British Empire countries have placed orders in the United States 
through the facilities, or with the knowledge, ot the British Pur­
chasing Missions, totaling <>Yer $3.7 billion, inclusive of approxi­
mately $146 million direct capital aid to United States anutaciurers. 
Onder this program of purch1'ses, <>Yer f2 billion bad been· disbursed 
as of June 30, 191.l. 

A Sino~ June 30, 1941, the policy of preclusive ~C of defenee 
materials by the Onited State• to prevent their ahiplDellt to the 
Axis Power s , and pr eolusive selling of products in Latin 
America which mi &ht otherwise come from Axis countries, have 
become a definite part of the economic defense program • 
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Tb• Mjor claeaea of c ... oditiea pu.rchued by the Britisb are: 

( 1) .urci-.tt Products 
(2) Ordnance, inclw11ng exploeivea, 

aJllllllllition, arms , and tanks 
(3) Iron and Steel Products 
(4) llacbine Tools 
(5) Uerohant Ships 

Sucb orders have, when necessary , been given a priority atatwi. 
Under the•• they may have the same urgency as orders placed ey the 
Arta:t and· Navy. Preference i-.tings have been extended to Britisb 
orders since December, 1940 • 

Aircraft Products. Tbe British have ordered about $1.7 blllian 
of airplnnes, engines , and aircraft accessories . Tbis uount includes 
not onJ,y the equipoent orig1na.ll;r ordered ey the Brit ish, but also 
tbose orders , pl.aced ey the Frencb and other notions, wbicb "ere subse­
quently token ovor by the British. Between 6o and 75 percent of the 
equipnent ordered wlll be delivered by the end of the celenda.r yeer, 
and the entire order will be completed by the middle of 1942. The 
British also have options to purchase additional engines and acces­
oorios, but it is likely tbnt these options will be absorbed in the 
Defense Aid program. 

Ordnance. 

A. ~. Tbe British have ordered about $240 million worth 
of gwis. llost of these are small arms or infantry-eupporting weapons 
sucb "" machine guns , submachine guns, 20 a:m cannon, and 37 mm tank 
guns. Facilities for the production of machine guns , originally fi­
nanced by the British, have been purcb!lsed ey the Defense Pl.ant Cor­
poration and the eupply controcts are being absorbed in the Defense 
Aid program . Peak pr oduction of most of the equipoent should be 
rooched .. itbin the next fe" months. 

B. Ammunition. Orders for ammunition for the Britiab amount 
to about $222 mlllion, including shells for small arms , 2 pound 
shells, and 75 mm and 6 inch ab ells. Production of these i tema i s 
fairly good, o.nd the present prq;:ram should be completed some t1Ae 

_during the latter pert or 1942-

c. ~· About $190 million worth 0£ corobat vehicle• hove 
been ordered. Deli verie• of equil)ftlent under these orders were scheduled 
to begin in J uly 1941 and tho program should be completed late in 1942 
or early in 1943 • 

D. Explosives. About $58 mlllioo worth of mnolteless powder 
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11.Dd m baa been ordeNd and about a quart.r of thie order baa alread7 
been ccapleted. lb• M order ahculd be completed within eix month• 
11.Dd the uokeleBB powder order w1 thin a 7ear. 

lrOD 11.Dd Steel froducta. The Britiab have ordered about $340 
llillian worth of iron a.nd ateel 1.n&ota and aeai- fabricated or fabri­
cated at.el, of wbJ.cb about $300 mllllOD have been delivered. 

Maohh1e Tool8· The British have alao ordered over $310 llillion 
worth of aachine tools, a large po.rt of which has been delivered. 

Merchant v•esele . Orders for merchant veeeele represent about 
$l.6o llill10D ( 6o cargo. veeeela) . HOiie of these veesele will be com­
plete before the end of th1a 1ear but all 60 ehould be finished by 
the end of 1942. Great Britain has 8.leo provided about $8 mi.Won 
to finance facilities for the production of these vessels. 

&rt,er transfers . The most dramatic berter transaction was the 
exchange of 50 overage United States destro7ere for 99 7ear l eases 
for naval and air bases on eight islands under British rule. 

Economic aid has also been given 1n tho form of barter deals . 
One of the best-known of these transactions i s the cotton- rubber ex­
change agreement between the United States and the Dn1 ted Kingdom on 
June 23, 1939. In this agreement the United States agreed to supply 
the British with 600 thouaand bales of cottcn 1n exchange for a 
quantit7 of rubber equivalent in terms of value. The purpose of 
this transaction was to build up stocks 1n the event of war, and 
hence, these quant i ties were not tc be sold through regular com."ll8l"ciel 
chamlels. 

Barter rlll relieve the pres sure on financial resources as long as i tame are available Oii both s i das to barter. It. cannot., however . 
provide the resources on a suff1c1e11tly large scal e for purposes of 
war. Lacld.Dg financial resources, some other form of aid i s nacas­
sary. DuriDg the 7ear under review the United S~ tas extended this 
a1d thrOU&b the Land-Lease and .First Defense Aid Acta. 

DEF.EJISE AID (Land- Lacee) 

Der.nae ild represents by far the largest extaI'D8.l fon:i of de­
fense effort thus far undertaken. The purchases made by the British 
in the previous period bad put an enormoua strain upon their abilit7 
tc continue to purchase. Thia was true, also, of the other countries 
seeld.J>i aid. In response t.o thia critical situation, tbe Lend- Laaae 
program was begun. It i s a scbeme to avoid the bottleneck of finance 
and to deal with the d81:10cratic countries in terms of their abili t.7 
to produce and use goods , not their abilit7 to provide financing • 
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By the Lend-Lease Act of llarcb ll, 191,1, the President waa • ­
powered to transfer not more than $1 • .3 billioo o! eqlll.i:eent from stocks 
or from meteri&l. provided for in prior appropriations, at>d a prognua 
of Defense Aid was al.so authorized. 

Tbe Defense Aid Supplemental Appropriation Act, llarcb 27, 1941, 
msde available $7 billion for the carrying out of the purposes of the 
Lend- Leese Act. Tbe President 1114,Y, under thia act, reimburse the 
Yarious agencies for transfers under Lend- Lease but he is not required 
to do so. Under the two Acts the pot.ent1e.l maximum of Defense Aid 
is therefore $8.J billion • 

Under the Defense Aid Act, funds were appropriated for e:l&bt 
major objects, with the provision that an amount not to exceed 20 per­
cent my be transferred br the President from one category to ur:t 
other category, but thilt no appropr1"ti oo lllllY be increased br more 
than .30 percent. Prior to July l , 1941, one such transfer bad bean 
made, as indicated 1n the acempe.eying table. Funds are also appro­
priated for two other categories to cover miscellaneoua sarrtcae and 
expense and adi:iinistrative expenses. 

fresident:lal A1locations. 

. . 

To June 30th, the President bed alloc~ted $5,176 million of De­
fense Aid funds to vlll'ious Federal departments and egencies to which 
ha has assigned the task of providi~ aid, i.e., 74 percent of the 
7 billion doll.9.r tot.al bad been so allocated. In four of the cate­
gories or 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 th~ appropriation had bean allo­
cat9d. In the cue of Agricultural and Industrial Cocimodities, most 
of which are purchased as needed, and after they are produced , 29 .4 
percent of the orieinal appropriation bad been allocat9d. Tho per-
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Tl.ILi 21 - DUlllU I.ID l.PPllll'llU.flOJ8 

Cataeo'7 
JppropriaUoH 

~ropr1auo110 
Attor fnAo-

for1) ktw .. 11 <•• 111 l.ot) 
C.to-riH)• 

\ 111111011 .. u aro/ 

(1) Ord.Galle•, Ord.oallco ltoro 1 l,JliJ l, JliJ . 
(Z) l.ircratt A .&.ro11o011tical 

llatorial Z,054 2,05li 

(J) 'l'anlc1 A otbor Motor Tebicl•• J62 362 

(Ii) Teo .. 11 A otbor Watorcratt 629 729 

(5) Jli 10. 11111\&17 :lqulp•.Dt 26o z6o 

(6) Jaclli UH A lquip•Dt 752 752 

(7) .&cric:ultunl A Illcluotrial 
Co.,..d1Uu l,}50 1,250 

(8) 'l'e1ti11g, llepa1r111g, Ito. 200 200 

(9) Mioo. S.nicu and lxpenoeo lio lio 

(10) 1.c1:11.Diltrat1n :bpo111u 10 10 

TOT.AL 7,000 7,000 

. 
• Statu 1 &I of Jul.J 1, 1941. Duri11g the wok ending Jul7 9, .. .,.ral 

oub"quent tranetoro wro of! e c tad, u follovo: 

I11orea1•1 DecreaHI 

Ordn&no• A Ord.nano• rao111 u .. and 
Storo1 $130,000,000 lquipmont *1J2, 6o0,ooo 

'l'ank1 A Other Motor .t.criaul turo A Ind. 
T1biclH l OS,6oo,ooo o ..... cditiu 170,000,000 

Ten1le and Other TOI ti llC. llepair-
Watorcraft 54,000,000 inc. etc. lio. 000. 000 

Kloc. Nlli\&'7 
lqu.lpmnt 50,000,000 

Total • )li2. 6oo. 000 • J1i2 ,6o0 , ooo 
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c-tagea ot appropri.aticna &llccai.d, by cai.,cry, were ae follows 
ca June 30, 19411 Pere ant 

liloca tad on 
June )Q I 1941 

Ordn&Ace and Orda&no-• storea • ••••• ••••••••• 91.9 
Aircraft and Aar caauti c"1 llaterial • • ••••••• 98.4 
Tanke and Other Vabiclea ••••••••••••••••••• 93.9 
Ve11ele and Other Watercraft •••• • •••••••••• 88. 6 (102.7) l 
Miao. Military &quiJaent •.•.••••••••• • •••• • 41.2 
raoil.1t1es and f):iuii-ent •••••••••••••••• • •• 45 . 1 
Agrioul.tura.1. and Induatr1al •••• • ••••••••••• Jl.8 (29,4) l 

C...aclitiee 
Testl.nc , RepairJ.nc etc •• ••••• •• •• • •• . •••••• 37.8 
Miec. Services l1lld Expenaes ••••••• ••••••••• 33.0 
~iJ>ietrativo £x;>enaes •••••••••••••••••••• 43,7 

Tota.l ••. . ••• • ••.••. • .•• • ••. . •• •• • •• •••• 74 .0 

.l Tbs f.18uro in parontbeoes reproaonts the poroent4ge of t.he original 
appropriation; t.ho first figure 1' the percent<lge of the appropria­
tion after t.he tranefer indicated in Table 21. 

Data on ol>JJ6aticna il>currod, by object c.nd by procurl.ng agency, 
are avai.lable, but t.he Division or Defense Aid baa not ep,iroved their 
inclusion in this review. 

franaf ers 

~ May 31, 1941, title to defense articles aaountiJ1o> to a 
little OYer $75 ailllon bad been t ro.naferred under the Lend-Lease Act, 
of wbiob '6/. .S ad.ll1on .were wader appropriation.a roade prior to 
Ila.rob ll, 1941, and tho b4lwlce 'under the Defen•e Aid Supplemental 
Appropriation Act. wb.1.la the deatl.Mtion bas not been revealed, it 
9A¥ be pre~ that the principal deatination waa Cr•t Brit41n. 
Du.r.l.Dg tha month of June, it is underst.Ood t.h&t &re&tl,y increased 
quantitiaa of defenae articles have baan transferred, but exnct data 

are not avai.lable. Dellveriea up to llay 31 by agencies were aa 
tcllowo1 

Wt.r 
Navy 
11&.ri tine Comaieaion 
r.....eury 
A(riculture 

Total 

AUGUST 1, 1941 

Total 
(llilllona) 

$35.4 
7.1 

10.S 
14.2 
8.0 

$75.2 
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ObJaota 

Amlllliticm tor mall ..... • artillerJ, 
axploaiYaa, ato. 

OrdD&nc• 1 ...,.. IUld ai11Cel.J..l.Moua 
.uroratt 
Vehiol.ee 
llatarcratt, etc. 
Sipal. • Cbeaioal Equip., eto. 
.&crioulturel Produota 
All other 

Total 

CONFIOENTIAL ···IOI 

Total 

(1Ull10D9) 

• 9.8 
20.6 
4.0 
3.4 

26.2 
l.8 
8.o 
l.4 

tT5. 2 

111• preMnt qstea or export lioeDal.Dc not 1.Dto ert•ot attar the 
pHaap or the Elcport Control Aot, (•AD .&ct to upedita the •tnactb­
•nJ.uc or the lfatioaal De!eoae•), Juq 2, 1940. ODder thia Act, the 
Preaident, through EuoutiYe and llil1t.&r7 order•, ••t up an Adaioia­
trator tor E:q>ort Control and a Control Procedure. Tb• Proo..tur. pro­
'ridea tht.t th• S.cret.a.rr or St.ate ab&l1 iHWI or dMl7 upon lioeue• 
attar a apeoitio direotiw troa the Adelohtrator or Export Control. 
Tb• Adaioiatrator or &port Control hH Mt up an lAtard.partmctal 
c-.ittae ocmaiatl.Dc or repreMntatiwa or the •wral. departmcta and 
apooiea HpeC~ 1.Dtareatad 111 th• ccmtrol or exporta to ad'riM h1a 
OD pol.1o7 under the Act. 

Before the paaaap or the Export Control Act, the upcrt&tioo of 
...... , amuoitioD and 1ap1-ta ot war• •H eubJ•ct to liceDal.Dc 
und.er tile Beutralit.7 Act, 1dplnlatared lJT the Depart.ent of State. 
Tb• priea.r7 purpoM or thia export reatrictioll _. to lieit 1.Dt.er­
oational tr&ttio 111 area . Por the !irat a1x -th• ot 1940 theM 
it.a ccmatitutad about 7.5 percent or the total export• troa the 
D'llited St.at.ea. 

Sbortq art.er the paaaap or the Bxport Control .+.ot, 40 addit.icnal 
cateFriH or prodllcta, need.cl !or oat.1oaal w-, .. re placed ....i.r 
the uc .... l.Dc .,..i... DM 11711tea na P'adD&ll7 utlGded mt.U !IT De-
c .. ber 1940 a.boat 25 peroent ot the total exporta were aubJect to COD­
trcl. A• or the end or liq 1941, 44 percent ot our llq exporta "re 
eubJeot -to th• lioellal.Dc a7atea • 
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'l'ba tollow1q t.able lholra the uporte tor ~ 1941 bJ' ccmoo<llt7 
ll'Olq>8 and the reapecu.,. percent.ape llul>Ject to Ucena1ng1 

llilllona Percent.age 
ot Dollar• SubJect to 
~ 1941 Licena1ng .I 

TOTAL EXPORTS • 384.6 44 

ec-vlitJ Groupe 

An1aal & .lniaal Product•, edible 9.7 ll 
An1aal & An1aal Producta, inedible .:i.4 ll 
Vegetable Food Products & Benrape 16.1 2.'.l 
Veget.ahle Products, inedible (E:mept Fiber 

& llood) 17.4 4 
Textile Fiber• & lltge. 21.0 6 
llood & Peper 12.3 8 
llODMtallic llinerala 40.0 36 
lletale & lltge . (Except llach. & Vehicles) 56. 5 78 
llachinl?'7 & Vehicles 155·4 50 
Chllllioala & a.lated Prcduota 22.8 35 
11Ucellaneot11 .30.0 51 

A Under licenses in force at the end of the month. By tho 
Presidential Proclama.tion of Jul7 17, 1941, non• of the itema 
heretofore under licensing may be exported to or tor the 
account of tho persona whose names appear on the •Proolailled 
List of Certain Blocked Nationals,• except bJ' apecial licensee • 
Al.so Schedule Z b.as been iesued bJ' the Ad.minietrator of Export 
Control placing hundreds of additional items under licensing 
as tar as the •Proclaimed List of Certain Blocked Nationals• 
are concerned. 

Tbe export 11aene1ng qate., initiated priaarilJ u a neutralit.J 
Maaure , then extended to coneerve detenee 11&ter1ala, bu been furt.htor 
aoditied to harmonise with the policy ot aiding demooraciea and 
atrengthening hea11pllere defenee . n>ougll there ie no exact atatieti­
oal Maaure of the aid to demoaraciee, or rtatiaa o! aggreeaion, 
tbrougb the direction ot export.a under the liaeneing ll)'Stell, the fol­
lowing table , girtng exporte to u.Jor destination• tor tho !irat 1'4.n 
_,th• or 1941 in aOCDperieon with the corresponding period ot 1940 
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ebow• °"""P• ft1ab retleot in lup -...... etteota ot upon OODt.rol, 
Bowftr, the iDdioat.ed 75 peroeat dee,,.... in the~ to the •all 
other" oountriH (ino:ludiq rrano., leJciia, tbe letberlallll9, and otber 
CODtinmtal lbropeu oountrie•) ren.ota not tbe etteota ot •"P'rt -
t.rol, bl&t rather tile Britlah bloolrade , and a abort.ace in lllippinc to.oil· 
u.i.. •• 

UBl.I 22 • !O!.Uo IJl'Ollft IT PIIICIP.U. llll'fIU'fIOll 

hroo.•• . 
.. -• II JloD\h• lacnaM 

Doo\l.aaUoD 19"'1 l,.il or DtonaM 

'"'" ---"'"" 
(MUU011 Dollan) 

Onl\14 lin&<lo• 280.9 520,2 • 15 

eu.4a 21i9.7 345.J • JS 

O\her Principal lri\iah la-
121i.o pire Oowt\rieo a.n4 Jlcrp\ 233.6 • SS 

lor\upl an4 llpain 25,5 12.S - 50 

Oreoce 6.6 12.2 • S5 . 
X.\111 "-rie& 3i.1.s 355.6 • 4 

China 39°5 41,5 • 5 

llu.11ia 36.1 21.s - 4o 

Jllj>&ll 91.1 i.1.s - 48 

lethorlaa4 Ia41oo 19.S 39.4 • 99 

All Other 1t9s.9 125.S - 75 

!O!.Uo 1,714.6 1,756.0 • 2 

th• export. under lioellff ot 1aport&nt product• eucl1 u &irplalle1 , 
...,.., .-mitioll, and •tal world.Ila: 11&ch111117, accounts tor the wb-
1tent1&1 pine in total 1ii:porta to tha Onit.d lingdoll, Canada, and 
other Britlah lapin co1111tri11, tor th• tir1t tin 11011tb1 or 1941 onr 
th• 11ailar pll'iod ot 1940, thil ii pert10\llarq 1'41l1fi0&11t wblll th• 
inore ... in trade with th• Britilh lllpire COUlltra• 1• cODtrutld with 
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., 
the decl.ded decllnee to ot.ber countriee, put1oul.&rl¥ Japan. Exporte 
ot UJIT dete11ae uterl.Ale wCJUl.d alAoet oertainl7 ba'N bee11 wch larpr 
to co1111trlAa other than the Britilh !apire and lleetern Hemephere 
C011DtrlAa without the llcenel.ng 11)'8t.I. 'lb• .t.dail>lAtretor ot Export 
Co11trol report& that durl.ng th• ti.ret •ix -th• or t.he ope~tion ot 
the a711tem, applicat1ona tor 11ceneee tor about *1.SO llillion wor;th ot 
mo.terl.Als were rejected. 

,'!'be tollowl.ng table Ibo•• 3 catea:orlAa ot export products. Cat.­
·goQ' A represent.a increased licensed export& ot Ha&ntl.Al det•naa 
111&ter1&11 bel.ng auppll8d to Tict.1.u or acgreHion. CategoQ' 8 repre­
aenta clecreaaed llcenaed ellporte which are needed tor national defense, 
and which h&Ye been restricted or entirel.¥ shut ott to ilia Powerd. 
Category C represe1>ts exports of rew materials and food export• not eub­
stantiall¥ restricted by licensing Which ha'N declined becauae of the 
blockade of the continent, the l.Ack ot abipping facilitiea, and other 
cauaea. The 15 cOlllllOdities 1n the 3 ~tegories represent about one­
third ot the tot.al export.a during the first five 1110Dths of the respec­
tive periods. 

lil!LJi 23 - u. s. lDl'OB.TS BY 'l'YPJS or OOIOl?I>I'l'Y 

Commodlty 

A. lnc re • •e• i n LJcen•od Export• 

Steel in&Ot•, billete, etc. 
Stool •ill """ufactureo 
lle\al work111& •chinery 
Airplaneo 
11rearse and &"'""1111t1cn 

B. Deere•~e• in Li c enaod Expor t • 
lro11 and eteel ocro.p 
Ti11 plate and tacger 1 o tin 
Copper (ineoto, plateo) 
Motor t'llel and geeolin• 
Alwalnwa mnufaetur .. 

C , Decreaae• Jn Non-LJc enaed txporra 
Cotton, unmanu!actured 
Tobacco. u.nmanufaotu.r14 
Canned !t'lllt 
Crude petrolftll 
Corn 

AUGUST I, 1941 

(Killion I>ollaro) 

39. 2 
49.6 
89.9 
74.9 
5.8 

19.8 
27 .l 
45.6 
31. 5 
10.2 

163.9 
23.7 
8.0 

27.5 
10 . 6 

CONFIDENTIAL 

64.9 
63.9 

1D4.8 
162.0 
63. 0 

7 .o 
10.l 
12.2 
19.7 
1. 7 

21 . 5 
18,6 

.5 
15.9 
2. 0 
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In 118¥ 1941 !:xport Control was extended to exporta r...,. the Phil­
ippine Islands and territories, dependenciea, and pcoHaeiona ot the 
United Sta tee , b7 a .To int Congreeeiall&l Reaolutl.ozl. 

Recent.17, also, instead of the i.ndividual Ucenaee, ouatollarilT 
uaad at the outset, general and unliaited licenses be.ff been issued 
tor exporto to Britieb l!llpire and Western Hellispbere countriee . 
Furtheniore , autboritT to deteraine the •toru, cQllftreione, or de­
rifttifts of items• of basic items placed under control b7 Presidential 
Prooluations !las been delegated to the Adainietrator of Export Con­
trol. 

D~SE CREDITS 

The Export-Import Be.nit of Washington was organized in 19.34, with 
funds .f'Urniehed b7 the Reconstruction Finance Corporation, to facil­
itat e foreign trade . Because of the trade difficulties with which 
various Latin American countries were raced after the outbreak or the 
European war in September 19.39, the operations of the Bank tia.,. been 
directed prilllarily toward the improvement of !lest.am Hemisphere trade 
as a hami.spbere defense measure. 

In September 1940 Congress , by an amendment to the RFC Act, in­
creased the lending power of the Banl< by $500 million bringing the 
total up to $700 million. The expressed purpose of the ad.di tional 
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 H""1spbere . • liitb the ex­
ception of China and Finlo.nd, the new activities of the Banl< ban, 
~ince its increased l ending po1'er, been concerned with Latin American 
trade. A large part of the Latin American loans ban been made for 
the purchase of United States indust;i al 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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1he operations or the Bank froe June 1940 to June 1941 were ae 
follower 

Total Loan c.-it.1181lts to Date 
Total Dbbursed to Date 
Total Repaid to Dat e 
outstanding 

Status Status 
Jw:ie 1940 June 194l Increase 

4'J71. 
160 

62 
99 

(llilllon Dollars) 

7JOR 
2il7 
100 
lfll 

29.3 
107 

.38 
68 

.!!. Includes Sll9 million authorization cancelled and expired • 

~Includes $185 million authorization cancelled and expired. 

The loans of the Expo~l&port Bank to foreign countries 
r epresent an outward capital mo•ement but these loans ba•e been a 
relatively small offset to a etrong inward capital llOYBlllent in recent 
years. The balance of payments showed a net inward capital flow of 
U ,40.:l million into the United States in 1940 a s coc:pared with ~y 
'85 million disbursed by the Bank. 

In accordance llith tile expressed purpose of the $500 million 
additional capital prodded for tho Bank in September 1940, the oper­
ations ban largely applied to Latin American countries al though the 
disbureements to China have exceeded those to any other single 
country. 

Tile operations of the Export-Import Bank with Latin American 
countries from J une 1940 to June l94l have been as follows• 

Total Loan Comml. t.mente to Date 
Total Disbursed to Date 
Total Repaid to Date 
OUtetanding 

AUGUST I, 1941 

Status Statue 
June 1940 June 194l Increase 

174 
6.3 
40 
22 

(llillion Dollars) 

.365 
lD2 

56 
46 

191 
39 
16 
24 
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'?be largeot part of the diobursement to Latin American countries 
for the past 7ear took place during the months of Janllll'7 to June 1941 
and the tull effects of the operation have not becoce tull7 apparent. 
A large part of the loan coaii tmento have been made for the purchase 
of United States product&. For example, Brazil 1e purchaaing equip­
ment in the United States for building up her steel industry. In 
additi on, through credits .f'rom the Bank, Brazil has been able to re­
l aase blocked obligations due United States investors. A temporary 
expansion of exports would ordinarily be expected following such 
credits , but due to the unusu..i~ heavy demands for defense materiAls, 
the imports .f'roC> Latin Allerica have exceeded exports during January 
to June 1941, reversing the trnde position ainoe 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 confronted with exchange difficulties • 

The activities of the Export-Import Bank have been comparatively 
larce and effective in the commercial relations with China. Loans 
to China constitute the largest single item in the be.lance 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 is a slllllll:&ry of the Bank' s operations with China from 
June 1940 to June 1941; 

Tot...i l:.oan CommiU>ents to Date 
Total Di sbursed to Date 
Total Repaid to Date 
Outstanding 

Status 
June 1940 

Status 
June 1941 

Increase 

(Million Dollars) 

6) 139 76 
.38 98 60 
9 21 12 

29 77 48 

The operations of the Bank in relation to Chinn have made it 
possible for the United States to obtain from that countr7 needed 
defense material~, 1JUch as tungs ten ,and tin, which eocure the loans • 
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Th• act1Tit1ea or tbe &xport-Import Bazllc, toc•ther with tbe atab111&&Uon t'und or the Tr1&1JW7, constitute tho principal Conm­mental means of .f'urn1111>1ng tinancial aid t! roreicn count.riea. A During the paat year the Treasury !Mia c..a1 tted 1 taelr to .f'urniab financial aid to t!le extent or $50 aillion to Argentina and $50 million to China. The legislature or Argentina bu not 71t accept ed tho ~50 million prott'ored to it • 

a - The rtcenUy reported arrangements tor a loan of WS cillion to t.he Britis.'l by the Reconat.ruction Finance Corporation under the Act of J une 10, 1941, (Public 108, T7tb Congress) YUl be independ­ent of the E:JCport-Import Bank and of tbs Trea1JW7 Department • 
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An l.aportant etep in Clllttin& ott or reetrict1.Dc - .. to ti.. econoaio rHourcH ot the Ullited State• 1• th• pol107 of trea•inc ti.. tunde ot U1>!?-iendl7 cmmtri .. and of their natioaal• and buaiaeH enterpriM• wbarenr theJ MJ' be located. Sine• it 1a iapoaalbla to ue euch blocked t'unda -pt under licenae, 1t i.c-a dUt:icult tor the nat1oaal1 of tlia blocked countrla• (to whoa pzwral lioanua hAn not bffn vented tor thi• purpoH) to purobau gooda in th• Ullitad •Stateo, o; to pe;r tor purobau• in other co1111tr1a1 with AMrlcan , t\mda , or ti> C&n')' on propaganda work w1 th IUOb tunda. 

lb• COUlltrleo whoa• tunds are now .& 1UbJaot to ti.. oontrol ot th• Ullitad States Oovanment and the dates on which their t\mda ware put under control are aa tollo• •• 

April 8 1 1940 

Ila)' 10, 1940 

June 17, 1940 
JuJ..r 10, 1940 

October 9 , 191.0 
llarcb 4 , 1941 
llarcb lJ, 1941 
llarcb 24 , 1941 
April 28, 1941 
June 14, 1941 

Nonn1¥ 
Denaarl< 

Countrr 

'!'.be N•tb•rl&nda 
Belgium 
i:.uumbourc 
France ( includinc Monaco) 
X.tTi& 
Eat<mia 
Lithuania 
Rwlani& 
llll.garia 
HungarJ 
Yugoslavia 
Greece 
Albania 
Andorra 
Austria 
Czecbollonl<ia 
Danzig 
NnlaJld 
0.l'IMllJ 
I tali 
L1ecbten1te1n 
Polind 
Portucal. 
San llarino 
Spain 
Sweden 
Switzerland 
Union or Sotl.t Sooialiet ~puhllc1 

.a On Jul.7 26, 1941, th• t'unda or th• gonrnaente and national.• or China and Japan were al.80 h'osen. 
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Prior to Jllne 14, 1941, the t\md8 held in the DnJ.ted Stat.ea bf 
nati.on&l1 ot 14 countriH, uounting to approxi.MtelJ' *4,587 alllion, 
had been frozen. Tho greater part ot these tund.8 wae held by the 
govornDent• and national• or the Netb.rlande and l'rance. 

On Jwie 14, 1941, the f\mda of lJ additional countries were 
blocked. General llcenMa peraitting tile uae of these f'unda wore 
grnntod to 11x countrie11 the principal ona1 concerned being Switzer­
lMd IUld Sweden. Sevon other countrioo were not granted general 
licensee and their 1\uid1 remain e!'tectively blocked ucept where tbe7 
are permitted to be wied tor particuiu purpoNo under llaited general 
or apecial licenses. Fland• held by the gove,,.....ta and national• ot 
the countriee blocked on J\IJ\e 14, 1941, to wbo• general licenNI were 
not granted, 4JDO\IJ\tod to $196 million , nearl7 all repreeenting the 
f\IJ\ds of (lercinn7 and Ital)' • 

Tbe accompan)'ing table shows f\mds held by blocked COW\tries, and 
'by countriee to 11h1cb general liconeeo have bean grantod. 

COlllmlCIAL ANO COL'l'DRAL RELATIONS BETWEE2I THE AllERICAN REPUBLICS 

Under an Executive Order, Aui;ust 1940, the Office ot Coordinator ot Collmercial and Cuitural Relation• between the American Republics 
waa created. !he principal function of tho Coordinator ia to corre­
late the a.ct1vit1es ot public and private sgenciee interested in 
inter-AD:erica.n re la tiona. In tbia work, Mphaeie 11 placed on a 
polic7 of strengthening hemispbero solidarit y aa a part of national 
defense , as well as a long-range program of cooperation. Th• work o!' 
the Coordinator ma:y be cla111fied under the following f our broad cate­
gories: financial end c.-ercial developcent, cultural relationa, com­
aunicatione , and social a.nd civic welfa.re. 

One of the most important functions under tho category of finan­
cial and co=ercial devolopoient bas been the Coordinator'• activiti ae 
in atillulating varioue agenciee of tho GoYemment to increue iaporta 
ot esaenti&l defense aateriala troa Latin America. '!'he Coordil>ator ' 1 
etud,y of repreeontation in Latin America of United Statee buainesa 
ti>ioa and the progrea which has been carried out in cooperation with 
the Depart..enta of State and Commerce to r eplace a.nti-America.n r epre­
aentativee haa been an illportant .function of th• Office . Tbil opera­
tion laid the groundwork tor tbe •Proelailled Liet ot Blocked NatioD­
&la• in the preparation ot which the Coordil>ator' 1 Office now partici­
patee. Another phase ot this acti'rit7 has been the program tor devel­
oping inter-/\merican trade , and etillulating induetri&l develoP""nt in 
La tin America. 

An Olltata.nding aotiviey under the cultural relation• phi•• of the 
prograa bu been to at1.aul.ate the teacbing of Spanieb, Portucueae, and 
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!.t.11.1 :U- OOftllll!.U. ~ .USITS II '!Ill UllTID S!A!'JIS 

Lo,.. lbor \ 
!o .... ,1 ! ena , .... 

( Mll llOD Doll1U'e) 

"· OOW>\rl•• blocked up \o June 14, 1941 

• 1o.._ 62 110 • \75 Dt,,_rlc 32 57 • 92 letherla11d1 Sl9 794 1,619 llelgiua 258 1194 76o Luxe1•o~rt: 17 l,oZ~ 48 hance 475 l,59J Latna - 12 12 S1t0Dia l i 10 Lltlm&Dla - 6 llu.MDla 5 48 5J Bulgaria 1 l 2 
~ 16 ' 24 Tu,<t01l a .. la 2 69 71 Greece 21 101 l"" Total 1,709 2,787 4,517 

B. Countrle1 blocked OD June 14, 1941 

0.rany 99 6 l°' Ital7 56 14 70 .lllutrla 9 - 9 0Hchollo..alc1a 5 - 5 DaAdc - • - -7ol&Dd 2 5 1 Alb&Dia - - -Total 171 25 l9b 
c, Countr l•• to ..tllcb C-Deral. l lceo111 

are a ... ua11i. v.nd•r \M Order or 
June 14, 1941 

Svit1erla114 715 769 l,~ lwdeD 51 1165 516 lpalD 21 9 JO 7ortupl 2 155 157 o. 8.8.11, - n J9 lrt ala11d l n 
!otal 790 l ,45J 2,243 

Gral14 ! otal 2, 670 4, 265 7,026 
l 'lb• t otal col11.m11 loclu4•• eo .. a11•t• oot lllJ'tlc11otl7 clearl7 141ot1-t le4 to be ol•11ltl14 a1 loftC tera or ehor t tera, 
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other Latin AMrioan IOlbJeota 1n th• 9abool• and oollep• ot th• UDited Stat&•. Clo .. 17 related to th1a bu been the illmlprat.icm ot a procz'U tor the rmh•• ot •tudmta, &rtUta, writer•, and prote•eor• bet.eo the lll>ited St&taa and Latin .U..ricu oomtrie•. 

PoHibl.7 the IOft •ipitioant proJeot under o-1oat1cn• baa 
been th• 1n&ucuntJ.on ot an extell•in procraa ot both abort. and lGllC 
"ft broedouta to Latin .u..riou -..triH. !lleM broedout& are 
•poll801"'9d bT -rel.al tine ot the UDited Stat&•. !be euhonp ot ti.1.u ot all oorta 18 another o.ot1Tit7 1n thi1 0&ta1017. 

In the tield ot aooial and oiTio nlto.re .the ottic• ot ti. Coorcli­no.tor bu •barked iapoo a F9l1"M ot coopero.ticn with n.rioue Latin Aaerican OOUDtrie•. 18 a re.W.t, di.reotor• and repre1«1tatin• ot ..,.,. 17 aoboole ot aooial work ot 11 Latin AMrican comtrie• haft COM to the Un1ted State• to •tudT the d.,,.lopoent ot intel'-.U..rican collabora­tion 1n th• tield ot aooial ••lto.re. 

'fba abaft are ocl7 a t .. ot tb• pba .. • ot the wide actiTitie• ot 
the Ottice ot the Coordinator • 

. ' 
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Chapter 5 

ECONOMIC AND SOCIAL IMPA CTS 

T be -.gn1 tude or tba detenss progr&.111 and the speed • i th which it 
bas grown ban bad important repercuaeiona upon our econoOQ'. A 
number of these repercussion• and illuatrat~ona ot tbe attendant 

problems are treated brieflJ" below under aeveral heade, u followa1 
oational inc011& and production , fiscal probl e••, prices and civilian 
euppliea, and migration and social problems . 

NATIONAL INCOllE AND PRODUCTION 

Tbe defense expenditures of the United States in the decade pro­
ceding the present conflict amounted to l.5 percent of the national 
income . Even in the twelve months preceding the initiation of our de­
fenae progr&111, after the magnitude of the hostilities abroad became 
evident and it• sienl.ficance to tbe safety of the United States be­
came clear, t he total outlays for defense in the United States were 
only about &l.6 billion or 2.2 
percent of the national incolll8 . 
The rslation between national 
income and defenss expenditure 
i s shown in the chart to the 
r i ght. 

In the light of this re­
cord, the undertald.ng of a pro­
gram whiob grew to $50 billion 
in the subsequent rear was & 

phenomenal step. I t is true 
tba t all of tbs funds made 
avall&ble during tbs first year 
were not to be spent during 
that period . But tbs actual 
outlaye for the year were 
greater than they bad been 1n 
any peace-time 7'1&r 1n the his­
tory of the country. Defense 
expenditures .! in 1940-41 con­
stituted nearfy nine percent of 
the total nat ional income . To­
ward t he end ot the year 1 mount­
ing defenee disbursements 

.!: Not including payments on 
British contraote. 

AUGUST I, 1941 

CHART 39 U.S. DEFENSE EXPENDI­
TURES ANO NATIONAL INCOME 
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abeorbed n.ar17 15 peNent or the national inc.-. 

Th9 unepent balance ot the tunda ~ &Y&ilabl• in tbe !irat 1.-.r, to 11bicb additional &pproprlationa h&T• aince i.... added, will be apent u rapid.lJ u th• productift c&p&citJ or ti. country 1a 110bililed towlZ'd the GltOlltion ot the proc:ru. It ia to be expected that in tb• next r n ..,u.. tb• ..,Uilr rate ot diabir-nte will riae rapid.lJ. 
There &re t wo princip&l •&n• ot expeM1n1 detenM productioo &Dd • expenditures. One i• the expmaion ot total. national production tbro\llh bringing into •pl07Jlellt unused or part~ used reeourcea &Dd the other ie the d1Yer11oo or produ.otiTe ettort trom the re£Ul&r nondetenae aoti'riti•• ot ti. l ation • 

Whan the detenae prosraa wae initiated there wae a considerable -t ot idle plant and equii-ent and there were aillione of un­•plofed workers. Total production, includinl aervicee of all kinda, (or national income), waa at tb• rate or leu than fTS billion • Je&r, whila the eatia&tea ot total productiTe capecitr r&n around flOD bil­lion. Hence, it the unused productive capacit;r could be tull;r and etticiantJ.7 used tor detenee purpoeee, detenae production could per­haps be aa llUGb ae '25 billion a Je&r without d1ainiabinl the aupplf ot IQOd• tor civilian coo111111ption which obtained imediatel;r before the e tart ot the Proe;raa. 

TllAI epecialised nature of' detenae production, however, ll&kee such a 90bil1sat1on or reaourcee ditticuJ.t•at beet &Dd illpoaeible without a subet&ntial lapM ot UM. To oftN.- ebortegee, it wae naceeearr to incorporate into t.be prosru extensive additions of epecialiled inlha­trial t:acilitiH ( ... obapter )) • lloat ot: tbeae will not be in pro­duotioo until 1942. In order to 118.ke uee ot the un•plofed labor, a pro£rd ot traininl tor the epecialJ.zed Jobe called tor under the de­tenae eat-up wae neceeearr. 'l'hie too will requJ.re tiM bet ore it l»­cQMa f'ull1 etrecti... .Uthousli nat.ioml inco1:2e ie lase than 90 par­cent of our theoretical cap&ci ty to produce, eh or tag ea of raw M te,­ri&le, particularly .. tela, ba•• dneloped and at.and in the ·~ ot a rapid expansion ot total product.ion. A• a reeul t, d i nraion trosi nor;al uae1 ie increasingly naceeaery alons with expansion. 

Tllo trpea or dinreion trom nondeten1e to detenee &ctiviti•• ebould be reco1111zecl. .Qe! 1a th• ebJ.tt ot reeoUNee troa th• produc>­tion or tiniebed IOC>da· Thie _. an 1wdiate curt..u•nt ot th• vol,.. ot euch &oode. W. &re ~ t&c>in& tbio probl... Tb• .2!!l!J: is • ebitt troll the production ot capital replac-te. Tboucb event.-
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uallT the failure to reple.o• plant ""d equipC1ent ueed in production 
will reault in the curtailJDent or th• output ot the tinitihed produota, 
the diminution in output need not occur 1--1iateq. II• have not ;yet 
raced reetriction ot capital replac_,,te , but M¥ r ace thu probl• 
ehortq. 

To •J>Md the de!enee progr11a 1t -:r be neceasar;y to postpone th• 
making or replacements !:Id concentrate on the output ot neceaaar;y 
!ini.ebed products. Fl-om tbie etandpoint, reference to the so-called 
•croae national product" u ' perbape more •l.CJ>iticant than to nat.ional inc.... The grou national product 1e the total TOlime or good• pro­
duced without deducting an allowance tor depreciation. The value or 
the product ropreoented by depreciation in 1940 na approxim&tel;y $9 
billion out of & total groee product or $8~ billion, while in the 
preaont ;year the depreciation will be about $10 billion. To the ex­
tent that retir-nt.a &nd replacemnta ot depreci&ted equipnent 11&)' be 
poatpooed, the productive reeourcea involved in sucb repl&cemente 8¥ 
be lllitted to detenee production. 

Thus there i• a dual relation between defenee expenditures on 
the one hand and national incoae and crooe national product on the 
other. On the one hand defe11ee exnenditures tend to et.Ululate an ex­pansion of the total product while on the other the;y •rely dieplace 
ordini<r;y production , and aa;y lead to a decreased capacit;y to produce . 

H is therofore difficul t t<i dot.ermine jJreci sel.y what defenae 
diebur•eo:euts aro going t o be in relation t.o the nt<ticnu incor:e. It 
can be presu:neo , bo•ever, t.b&t. as lolli a 1 there i s still expa nsible 
capacit;y, the ex.,.ndit.ures f ur defense will tend to l.ncreeae the t.otal national output and bence wlll not 1Apinge upon the norMJ. civilim 
con1111a1pt1on to tbe full extent of tbe expansion in detenae production. 
All the alnck 1• te.lcen up, however, the detcneo effort ma;y 1ncrcna1ng)¥ 
heve to be accompliahed nt tho expense of the nondetenae portion of 
the econao;y. A• ma;y be noted in the chart, the increaae in national 
incoce in the first ;year of tbe progr811 waa eubstanUall.;y l&rge.r than 
the addod Federal expencliturea tor deteoee purpoeee. As a result , the 
total consumption ot the people wns l&rger than in thAI previoue ;yee.r. 
owing to the reemployment or . large numbers or workers and to the 1D­
creasos in earnings the population aa a whole was better off than be­
fore. 

'Die increaae in ecOllOGlic actintiea induced by the detenee ef­
fort during the firet twe.lve months bns benefited nearly all claeaes 
of tbe population. Agriculturt<l income, as ohown 1.n the chart below, 
waa oonsistent.ly higher in tiacal ;yee.r 1941 tbllll in fiscal ;year 1940. 
Th• inore4ee ne pe.rticul&rl7 noticeable in the lut quarter of the 
period, and it appears lileq that thia upward trend will be acce.ler­
ated •• the progru develops. So tar th• ri•• 1n r~r•' inc .... has 
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not been ot t-aot to UIT material extent by the increased prices or 
tile goode bouaht by !arm.re. Agricultural wagee, however, haft rieen , 
and to the extent tb&t web qgea enter- into cost• the inoHaae in net 
!ara inOOlle tend a to be leaa than the increase in !&r11 C&ah income. 

The increaae in qricultural agee h paralleled by a 11&rlcod 
abort.age or r .... labor which 1o eapecially noticeable in the acricul­fural. recicaa near the l.nduatrial a.nu or the country. Thia shortage 
la c!Ue to a d.rainin&-orr of fara labor by the expansion or 1nd11atrlal 
production and to an intenai!icat1on or the demand for !arm product•, 
aucb aa dairy and poultry products and vegetable•, reoultinc tro11 the 
influx Of populati on and the expansion Of inCOll88 , 

Industrial wage earner s have benofitad in t wo ways. Th•r• bas 
been u. increaao in employment not only in dofonso industr1oa but in 
consUNr gooda induotriea . Aa a result there baa been an inoreaoo 
both in tbe nwaber or waga- incoae recipients and in tho number or 
houre per .... 1c per 010plo7ee. There hao alao been an increase in &ftr­
age bourl,y earnings of workera, 
r e sulting p&rtly tra. 110re 
onrt1- work and portl,y tr011 
increased waa• ratea. As will 
be aean in tho table below, 
average nonagricultural employ­
ment outside tho m.111 tary 
astabliahment roao by more than 
t wo millioo durin3 the period 
Jul,y 1940 tbrough llay 1941. 
llanuf'acturing e:oplo,mont alone 
incrMaad by more than l,170 
t.houaand. 

HourlJ' waa• rates in 
factor1ea increased 5 percsnt 
troa an average of 65 cents in 
tho precedin3 year. The rs­
sul t or inoreaeed hO\ll'lT earn­
ing• and Mler employment i s 
apparent in the increases in 
•eelclT earninga aa well aa in 
the inoreaeea in total was•• 
and eai.r1 .. paid. 
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r. r. 1940 r. r. 1941 
Jilly 1939- Jilly 1940- Per-oent&p 
*Y 1940 U.y 1941 Inor.aae 

lnolueiT• lncluah'o 

Average Tot.al C1Yililln 
Non-Airioultural 
!llplo.)'lllen t (in tboU84Dda 
of persona) .l .34,888 36,916 5.8 

Averago Total llanutaoturing 
Dlploymant (in thousands 
ot wage oarnors) .I. 9,606 10,779 12.2 

Average WoeJcl¥ F.arnings in 
F&ctoriea ( in dollars) .l $25.2.3 $27.73 9.9 

Aver&go Hourly Earni<t& in 
Flf.ctoriea • .65 • ,VJ 5.0 

Average Houra Por Week 
in Faotoriee .l .38 • .) .39-8 3.9 

Total Wages and S&laries 
(in millions ot dollsrd) ..!! ai..3 , 220 $48,7.3.3 12.8 

.!!. O. S. Bureau of Labor Statistics • 
~ Incooe pay110nts estillat.ed by the 0. S. Departol«lt of eo-rco. 

The aboYO c011parioons are botoaen two 7.ara. On a aontlll7 be.sis 
the r1H 1a eoaewbat sharper. And 1 t 1e sharper et.ill in thoao 
induatrioo 110at cloael7 related to doCC110, as the followl..ng table 
ahowa. 
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TABLE 2E> - BOORS AllD EARllOOS ALL llAllUFACT\IRillG AJID 
llillE llAJOR Dl!l"EJISE 11.WSTRIES .! 

Juoe 1940 ..,. 1941 P•ro-t 
Inor...ae 

ill llanutaotur1ng Industriea . Averace We~ Hours 
Per Worker 

' J'T.5 40.s s.s Average Wee~ !'.4rninge ' . Per Worker (Dollars) 25.s J0.7 19.0 Anrag• Hourly F.&rnings 
P..- 11orl<or (Cents) 67.2 72.6 8.0 

..,. 1940 ..,. 1941 Percent 
Incre.aae 

Nine llaJor Defonso Industries 
Averago Wee~ Hours 
Per ilorker JS.7 Average Wee~ Earninaa 

43.7 12.2 
Per Worker (Dollars) J0 .28 J7.81 24.9 Aver age Hourly Earnings 
Per Worker (Conte) 78.JJ 86.64 10.6 

.11. U. S . Buroau or Labor Stati s t ics. Tho nine major defenso industries includo blast t'urnaceo, steel works, a.nd rol.liJ\8 II.ills; foundry and uolrlne ebop products; electrical. machinery; smelting and re­fining, copper 1 lead , and· zino; brass, bronze t.nd copper products; alW11num manutnotures; machine tools ; aircraft; and alUpbuilding. 

The rise in the coat or living during the first 12 llOfltha or the progru • aa about J pereeot1 bmee, tho incotte gain of the wage earning groups was real . To wbat ext ant H will be possible to keop these goina with a f'urtbor intenoiticat ion of tho dl!Lense l!Lfort, it 1a impossible to indicat1 at this tine. A s piral.inc of prices and woge r ates aigbt not onl7 baaper the defense pr ogram but aicht aleo ct.use tho real incomes of the working population to datariorate . 

During the 12 110nths under considerat.100 , there bas also ~"" e.n icpl'OYtc""t in the prof1 h or large 1nd11atrial. corporat.iooa, as 1a shown in the following teble. Tha f1aures for t he latest quarter are not a vailable, but it can be seen tht.t during the nine month• tollo1ting the initiation or the defense progr&11, protits o r a sample of 168 industrial corporations were 10 percont IUgber than in the correeponding months 1mmediatel7 pr eceding. It toa'/ be noted tht.t ind.uetri al profits were approxiutol'/ et the same lanl as tbe7 were i n 1937 • 
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T.lBL! 2'1 - PllOnTS or 168 r..wu; IJ!roStRI.l.L CORPOJl.lUOIS • 
Before and .lttAr Initiation or Detlftn ProP"aa 

Piaul Fiaul 1110&1 
Pere., ta .. 

Increaee 
I ear !ear I ear n 1941 
1937 1940 1941 o ... r 

n 1940 

• (llillion Dollare) 

Quarter Endine Saptellber $1.41 '185 21 Quarter Endine December 296 289 -2 Quarter Endinl llarch 247 280 13 
Quarterl.7 Average tass 228 .l! 251 .l! 10 

a 
- Data are !or 168 1nd11atr1&l corporetions a s reported b7 the Fedaral 11,,sern Banlt or New Iork • 

.l! ATerage tor three quartara . 

TABLE 28 - QUARTBRLY PROFITS OP 499 INDUSTRIAL CORPORATIO.~S A 

T7Pe Number First l>unter Percent.age or or 1941 I 1940 Increaee Industry Coepanl.11 (Million Dollar a) 

.urerart s 8.9 4 .8 85 Steel 39 97.1 46.4 109 Non!errO\la lletala 33 18.1 14.5 25 Ble ctrical I< Ind11atr1al 
llachin91'7 34 29.8 23.5 'l7 Luaber I< Bui !dine 29 l.3.6 7.4 84 .l11toa I< .lcoeaaoriee 42 86>8 67.7 28 IUacellaneoua Durable 
Good• -u .~ 22." •2 Total Durabla Gooda 288.8 186.4 s~ Other lnduatri&la ,71 l~~.6 ,,,_.? 

Total 499 444,4 332:6 34 
.! Do.ta w.pplied by the Federal Reaen-e Board 
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The lnoreaee in prori ta has on tbe whole been greater in the 
durablA goods industries than in other industrieo . Among the durable 
goods industries, which have profited moat, are aeveral groups close­
ly aaaociated with defense, as the preceding table shows . 

FISCAL P.ROBLDIS 

Of the tota.J. t'unds made available by Congress for the defense 
prograa b)' 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 appropriations . In addition to tbeee funds, 
there are the defense eommi t.ments of the Recons truction Tine.nee 
Corporation in the air.cunt of $2.8 billion and British orders of $3.7 
billion, making a grand tota.J.,as of June 30, 19411 of '49.7 billion • 

'l'be defense pa)'lllents from the general fund of the Tree111117 
during the first yee.r of the program amounted to over $6.0 billion 
while $333 million were disbursed from funds supplied b)' tb.e Recon­
struction Finance Corporation. 

TREASURY OPERATIONS !. 

Fiscal Year 1940 am 1941 

F18cal Year Fiscal Year 
1940 1941 

Change from 
Fiscal Year 1940 
to Fiscal Year 

1941 

Nondefense disburHements 
Defenae disbursement8 
Tot..l disbursements 
Total receipb 
Deficit E. 

(Billion Dollars) 

$ 7,2 b 
6.2 -

13.4 
_..!!,,l 

5. 1 

$ - 0.7 
+£..& 
-t- 3.9 
+ .l.:!t. 
+1.5 

!. Exclusive of debt rotir.,.•enta but including social security receipts 
and expenditures . 

.!! These figul'es are not comparable with those given in Table 4 in 
Chapter l. The t ota.J. shown in tba t table is on a checks iesusd 
basis &Del inc l udes p&)'l18 nta from Reconatruction Finance Cor.pora­
tion funds as well ao minor i te11s from other agencies not aop­
ara ted by the Treasury. 

A Thie does not correspond to change in groaa public debt becauee ot 
lllCClueion of certain i i-e such as ino..-nte on gold and ohangea 
in gane.ral. fund balance. 
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Th• probl•s faced by the Treaoury during the past 12 monthe 

of r aising the necessary casb to aee t aaturing datense obligations 

were not particularly difficult ones . They are l'Ullll1arhed in the 

preoecliJlg tebl e. 

'llhile de1'enee po.ymente in fiscal year 1941 increaaed by $4.4 billion 

o'fer 1940, nonderenae expenditures fel l orr about $700 mil lton. Pre­

rloua tax1Jlg and borrowin& operations ot the Treaeury •ere of such 

macnitude as to perllit it. bein& able to fin&nce its expenditures with­

out great difficulty. As will be noted fro" the summary of the opera­

tions of the Treseury, i t was necessary to rai se $J .9 bil l ton more 

than bad been raised in 1940 to meet the increue in tot:.l expenditures . 

or the additional $3.9 billioo, 92.4 billion was met f'rolll an increase 

in revenue colle~tions and only $1.5 bil l ion from public borrowing. 

The tea" of tho '!'?"eaaury i n the present. f iscal year will be con­

siderably more difficult. The unused bal.&nce of def ense c .. ab apvropr i­

ations paseed by Congress in the past fiscal year amounted to nearl,y 

i29 billion at the end of June . Thoor eticnlly, thu 'rreaau.ry could be 

Mlled upon t.o pe.y checks t.o this full 8.llOunt. and in sddi t.ion to the 

amount or sucll other defense fund s as m&y be approvrinted for the 

current year . Actually, or course , no such tleU1&1\Clo will oo ... de since , 

in general., defensw goods a1>:1 services must be produced or delivered 

befor e pa)'llent.s are ..,.de. Such product.ion even bY th" r.ioat. opt.111iatic 

estillla tes wil.L fall shor t of this total amount. 

It ie to.ntatively eatiaated that about $17 billion of cbeclca for 

defenee purposes will be paid out or the Gener al Fund of the ' Treasury 

during the fiscal year 1942. Aben a.n est.I.mated $7 .4 billion of non­

de1'eose disbursements during the current fiacal year are added , we 

get an illpressive picture of tbe iaDediate fiscal problHa of the 

Federal Government. The hoavy defense expenditures follow a decade of 

ateadT increase in a publ ic debt which reached a gross figure of 

ne&r:IJ" $49 billion by the end of June 1941. If nondefense expenditure• 

are kept down to f7 .4 billion and defense expencU turea amount to $17 

billion ill Treasury payments , the total rUDds required by the Tre&SU%7 

thh 7ear will be $2.4 . 4 billion or $ll.O billlon more than in the las t 

fiacal 7ear. 

How will such a 9UID be raised? The total tax rE>Yanue in the past 

fiscal year was $8.) billion. I n the present year the tax riel.d on 

existing schedules is expected to be about 22 percent higher, which 

will bring the totel tax re•enuea to about $10 .l billion. Another 
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12.s billion 11&7 be raised this thcal :rear b:r the p9Ddin1 tax bill 
llbich i3 intended to ;rield l).s billion during the calendar ;rear 1942. 
At this rate , total tax rennue will be il2.6 billion-Yer SO percct 
grMter than in 1941 and 110r• than t wice as great aa in 194(). Ia­
prHsiYe as these receipts are , th•:r still l"'1Ye a def icit. ot $ll. 8 
billion wllicb must be rahed tbrou&h Treasur:r borrollin&• The a1 tu­
<>Uon h eumme.rized in the table below. 

TABLE 29 - FEDERAL FISCAL SI'ruATIOll, FISCAL I~ 
l94D, 1941 and 1942 A 

194D 1941 
• • 
(Bil11on Dol.lars) 

1942 .l! 
lnoreaae in Federal Groae Debt 

!Xclwoive or RecC10at.ruot.1on 
Finance Corporatioo 12.S t(>.O fll.8 
Including Reeonstruet.ioo 
FiDence Corpora tioo 

Defense Disbursements , General 
Fund and RecC10etruct1on 
Finance Corporation 

Total Disbursements, General 
Fund and Reconet.ruetion 
l'il>ailce Corporation Defenae 
Disburse .... nts 

Total Federal Taxes and Other 
Ra'11111Ue Recei pts 

Ra t1o of Revenue Receipts to\ 
Dlibure...,.nts 

2.8 6.6 l).4 

1.6 18.S • 

lJ.8 26.0 

8.3 12.6 

.62 .6o ,49 

-! Figures include Social Securit:y receipts and pe.y11ents. 
'these estimates are b1'hJ.7 tentatin. 

Since the industrial facilities and s tockpile progrus financed 
through the Reconstruct.ion Finance Corporation will inYOlYe additional 
casb pe.111ents or perhaps $1.s billion to $2.0 billion, the total 
Federal borrorlngs for the fiecal :reer ma:r uount to 11<>re than $.1).4 
billion. An:r fortunat.e cirC\lllatancee which increase defense produc­
t.ion be;yond the e s t.1.utes underlying these C4lculat.1ons wU1 t:urt.hC' 
add to the fiscal problM • 
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The question whether such a tiecal prograa can be followed without i.D­
tlation ahould be conaidered 1D coonect1on with th• de ... loi-ente die­
cuned 1n tb• tollowi"I seet1on. 

PRICF.S .&!ID CIVILIAN SUPPLIES 

Dur1D1 tbe firs t year ot tb• DetenH Program tbar• n e but a 
llOderate increue 1D the general price ln&l. In June 1940 prices 
were still below tbe averagee rMcbed in l9J7. Betw•91l June 1940 and 
June 1941 wboleeale prices •• a whole rooe less than l.3 percent accord~ 
ing to the Bureau of .Labor Statistics Index, wb.ile tbe IMz'Mu of Labor 
Statie tics Index of tbe cost of liTing rooe onl.7 J percent. 

Tbe rel.a the stabili tT 1D the price lenl shown tor the first 
twah e aontha ot the prograa waa due 1D large aeaaure to the tact that 
the an.1.labilitT of a large YOl-e ot =•ployed labor and unused 

capacity permitted an expansion 
ot both detense production and 
ciTilia.n production wi tbout un­
cm. pressure upon tbe indus­
trial. resources of tb• ccuntry. 
As tbe alack la tak91l up b7 tba 
expaneion of defense production 
and by the .increased d_.,.;t tor 
cooeuaar 1oods reeul ting tree 
the expaneion of incomes, i.D­
tlationary pressures are bound 
to ••ol n. A comparison to 
World liar I i s instructive. 
(See tha accompanying cbart) • 
In World liar I prices bad been 
C001pe.rati ... l7 stable tor ll&l\T 
lllOlltbs before tbe acCUllUlation 
of pressures 1911t prices out of 
bounds. 
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ilreed)' there are 1D41ca­
tiooa that preeeurH now at work 
are reacb.inc a critical 1ta19. 
Tbou&h on the average the ria• in 
prices bas so tar r.ained wit.bin 
a relatinl7 llll&ll. ranee, •om• 
prices have alreed7 reached die­
turbin& heights. The accoepany­
in& chart ehowa th• 110v•111t ot 
pricee •• reveeled b;r three in­
dices, neael;r coepoaitee ot all 
wbolel!&le price•, mole sale 
prices ot 28 besic c.-odi tiee, 
and the cost or livin&• In tba 
twelve lllDDths under conaidara­
tion , the average tor 28 beaic 
commodities covered b;r the Bu­
reau or Labor Statiatica and 
shown in the chart rose about 'J7 
percent. Adding the rise scored 
b;r the prices or these ~­
tiH between the begiming ot 
boaitilitiee in Europe and the 
beginning ot our defense prograa, 
the total incree.ee was nearl7 SO 
percent . 

CONFIDENTIAL • .. IS2 

CHART 42·PRICE MOVEMENTS 
IN THE U.S. 
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Aa alreed)' stated, the 1.ndex ot the coat ot lirlJll: abowed onl;r 
a ftrT llOderate 1Dcreaae - 3 percent - du.r1Dg the tirat ;rear ot tba 
procraa. To the extent that wholesale prices anticipate ohanp1 in 
retail prices it appeue that a turtber rise in the cost. ot li~ is 
t.lreed)' an the wq. The ret.all priceo of food included in the coat 
ot 11Tin& index - which increased more than those or other components 
ot the index - rose about 5 peroent in the tlfelve 80Cthl •n.dillc Jllne 
1941· Dur1n& tbe - period, however, the lfboleaale prioee ot tood• 
had rilen 18 percent . Lik.ewiae, while the retail prices ot olotbing 
entering tbe cost or livin41 index rose onl,y about one percent, the 
wholesale prices or textile• 110ved up 110re than 16 peroent. 

To ottset the preuures tendin& toward 1ntlat1on"1"7 price 
rt .. a, coat.role over P.riOH have been instituted l!T tho Office or 
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Price AdlWU.etra tion and Civilian Supply. Seftn eeneral t1P"• or price 
control actions haft been employed• 

1. Reqµesta. Requests have been made either to a particular 
producer, or to the n.rioua producer• in an industry. The 
requests haft been either (a) to retra.1n from raiel.ng prices 
until a aonterenca is bad with th .. Adainiatrator, (b) to 
llA1Dtain pricee at their exiatl.ng ,ien;La, or (c) to lower 
prices either general.l;r or to specified figures. 

2, !arni!y:a. Warnings haft been issued either to individual 
producers , D81118d or described b;r conduct, or to the industry 
&•neralJ.¥. '.Iha warnings ueuall;r have eteted that if 009-
pliance with the Adllinietrator•e requests ie not !orthcOlli.ng 
or if there ie failure to reduce prices or to check a price 
rise, 11<>re drastic action will be taken. 

). Worraal Agreements . Informal agreements bave been entered 
into b;r the Ada1.nietrator with individual producers but 
never with an industry as a "bole. 'n>e agreements have re­
lated to existing or future prices or to conf'erencea with I.be 
Adlainistrator before making price chan&es. Informal agree­
ments have also been reached with cOCDOdity exchanges with 
reepect to margin requirements on outside contracts and on 
•ala. or future •• 

4. Public Announce111Snts . Public announcements have been made 
b;r"the Administrator to the effect that existin~ prices are 
unneeeesaril;r bl.eh or that no price rise in th.a immediate or 
near future is in view. T!iese announcements were designed to 
prevent boarding and accumulution of inventories in anticipa­
tion or price rises and/or to deflate a market oharacteri~ed 
b;r al:aormall;r high pr!ces due 1n part to l ack of adequate in­
formation concern.in;: supply llD•l demand conditions. 

5. Advising Postponement of QoV•r!!D!Ont Purchases . Govenment 
agencies, particularl;r the Division of Purchases of the 
Office or Production Uanagement, buve been advised to post­
pone purchases of materials at a time 11pen large Governaent 
order• would cause a temporary etraill on suppliee and hence 
on prioee. Such advice has been given onl;r alien the mate­
r1ala were not 1.llnodie tely needed b;r the Government agency 
Close oollaboration with the Division of Purobase'a baa me.de 
Government purchasing power ~ factor for price atabilit;r. 

6 . frice Sobedaj.ea. Price schedules have established the 
maximum prices at which apecif ied products CWl thereafter be 
purchased or sold. To date there ho.e been no legis1"t1cn 
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prov1.d1ng sanctions tor sales in violation ot the ceiling 
prices . But the Adlllinintrator bas relied OD something more 
than mere volunt:u-y cooperation, tor he has ac!llOniehed tha t1 
"The powers ot the Government to o011pel the delivery to the 
Government or materials e.t the established 118.XJ.mum prices, 
to condemn or r equis ition properties, to i s sue priorities 
and to use other po"ers to carry out the defense program 
will be exerted to tho utmost against 8J13 person whoa we 
find to be diereg<>rding these coiling prices." 

7. Measures To Increase Supply. In conjunction with o t her de­
fense agencies measures have been taken to increase supply: 
s timul ation of it11ports , use of ex-port controls, encourage­
ment of t.'ull capaci ty operations, e.nd promoting addi tions 
to produotivo capacity. 

The main emphasis in enfot"cement of tho price collincs has been 
1n tho direction of kc oping a caraf'ul. watch on the price situ;; tion and 
OD ullegod v1.o1Bt iona, utili zing field investigators and representa­
tives, and, as stated abovo , rel.yJ.ne on tae powors of persuasion ancl 
poten tial publicity. Enforcement i s implemented by the provi.siona 
in a number of tho price ceiling schedule s, r equiring r epo>:"ts, v&ry­
ing in COlllploteness with the cornoodity involved , on prices und sales 
of tho cOlll:llOdit.r. · 

Tbe•e methods have had considerable effectiveness. In a number 
• • of instnncea the coiling price schedule has served as a standard to 

which the industry in general "ill adhere. Where investigl\tion on 
t ho Administrator ' s i nl.tiativo or upoo Colllple.int has revealed offers 
or sale s cons tituting viola tions or price schedules, it has frequently 
boon poss ible to secure adjus tr.>ents confo>:ming the pncea to tho ceil-
ing. 

But there has ncenUy been indication or "bootlegging" I and in 
substantial quantitieo, eopecial.l,y with respect to the sc>:"ap motai 
price schedules . Also, tho>:"o have been refusals to comply with the 
requests of the AdministratoX" to >:"<>store pdcos OX" to avoid pl."ice in-

• ere~Ses, notably in the Cf:l.88 of a.uto.:oobiles. 

A complote reco>:"d of tho ~ctions tnken by the Office of Price 
Administ>:"a tion and Civilian supply (and prioX" to April 11, 1941, 
by tbs National Defense Adv1.sory Commission) has not been coepiled. 
Many of the informal conferences and collllllunica t ions eitheX" have not 
beon reoo>:"ded or their l."ecord has not a s yet been me.do available: 
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lloweYer, a list of the commodit.1.u which have been a.ftected by on• 
or aneral of tba preceding &ct1ona and which were deemed of IN.fti­
cient a1pitioance to be publicised b7 an official presa rele&H iat 

l. Paper, peper pulp, waate 17. C&d91unl. 
peper, and paper board. 18. Fara 1.mplementa. 

2. Lullber. 19. Coabed cotton T&l'D• 
J . Lead. 20. New machine tools. 
4 . Zinc , sine acrap, and 21. Cocoa beana. 

aecoodar)- zinc. 22. Pepper • 
5. .Uua1Dua (acrap and 2J. Amon.iua IN.lpba t.e. 

secondary) • 24. Pl,...ood. 
6. Copper &lld braes. 25. AutOllobllea. 
7. Steel, acrap iron ond pig 26. Bread • 

iron. 27. Petroleum products (gaa and 8. 11001. oil). 
9. Iridiwn. 28. Rubber. 

10. Second-band machine tools. 29. Higb tuna:sten content at.eel 
ll. Quickailnr. scrap. 
12. B1dea. )0. Funliture. 
lJ. Rents. Jl. Household retrigerators . 
14. Coffee. J2. Rallro&d car wheels . 
15. Bituainous coAl. 
16. llickol scrap and nickel 

alloy scrap. 

In addition to th!? ·anticip&ted rises in retail prices it is 
possible that .. a by- product or the Defense Prograa. there will be 
deterioration 1n the quality or goods purchased by consuners. So 
tar, detorior&tion is perceptible in a number of lines, but there 
ia 11 ttle evidonce that it has been general. 

Heither bas there been an,y •pprec1able set-b&ck to the now of 
consWDer good•. OD the contrary, so.lee of durable consunera • goods 
auch as auto.obiles, refrigerators, Y&cuua cleaners , and tunrlture 
increased rathM' sharply, indicating increased purchasing power plua 
the fear that supplies wou1d be abor t and quali~T loftr next )'e&r. 
Retail sales of new passenger autolloblles increased by 22 percent in 
the year ending ll&T 1941 as coiapo.red with tho prerlous year. Sales of 
'nlCUWD cleaners , electric ratrJ.aerators and washer• showed lncreaeea 
ot 16, 40 end 23 percent, respect1Yely, as compand with the eleYen 
months or the preceding :year. 

Supplle• of a nuaber of nondurable goods, h.,...ver, beC&De 
scarcer durin& the ;rear 1940-1941 than they bad been pren oual)'. Th• 
principal reaeons for aucb che.niH ••re ehippinj; difficulties ariain& 
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out or war conditions and inoreued purcbuee by detenee apncies. 
Included in the list of good• 80 t.ffected ore rat• and oil•, bid••· 
cordage , etarobes , and certain spices . Rubber was an outstandihg u­
ception; during 1940-1941 both iaporta of crude rubber and ciTiliall 
conswoption of tires were at record le vela. 

Tb.ere was still relativel;y little interference with CODIUll8r 
suppl;y on account of recognized ebortagos of certain strategic ute­
ri.ala. Even in the widely publiciz~d case or alUllinum cooking uten­
oila , there is no evidence to incij.cate that ehort.Agea existed at the 
retail level before tbe end of the ys..r. Large stocks or the pr:l.mary 
met..l bad been acc\llllUlated by manufacturers and indicutions are that 
llllUV large retail outlets hod stocked up on utensils. 

TABLE JO - RETAIL SALES OF DURABLE COllSCJllERS1 GOODS 

JuJJ l9J9- July 1940- Percent 
11,.y 1940 llay l94l Increaae 

Inclusive Inclusive 

Passenger AutoC10biles 
(Thousands) J,026 J,674 22 

Electric Refrigerators 
(Thousands) 2,081 2,924 40 

Vacuum Cleaners-Hand and Fl oor 
(Thousands) 1,515 1,756 16 

Washers 
(Thou98llds) 1,365 1,675 2J 

Source: Surtey of Current Business, Annual Review,Jllllllber, 1940, 1941, 
and June 1941 Issue s • 

llIGf!ATION AllD SOCIAL PROBL!JIS 

The great expansion of employment in detense industries bae re­
quired and will continue to require the migration of large numbers ot 
workers . As noted in Chapter 3 it ie indicated that between December 
1940 and Jun& 1942, 750,ooo defense workers will be drawn into d&fenae 
centers from other parts of the country. About ons,-balf of these in­
•ierants will be married and require dwelling units, the remainder, 
single persons, will require rooms or nonhousekeeping accomodationa. 
Moreover housing r equiroments in these areas are increasing beoauae ot 
population growth, undoublint: of families as incomes J.ncreaae, 
mif:l'&tion of other than defense workers, and the iaprovod eoollOllio 
status of large groups of the population. 
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Tbe 811ppl;r ot new bausea and otber tacill ties baa not kept p&ce 
rltb tbis iDoreaee 1n deMJld. Vaoancie1 are dropping and rent• are 
riaing. AllOllg the probleu attendant upon tbe defense effort are 
{l) tbe danger that substandard housing and slums lllllY develop; (2} 
the laok of educational facilities for children; and (3} tho lack or 
social facilities. To a.void such probleu, integrated policies of 
residential development are necessary along with the allocation of 
defense contracts. Soel.41 problems have been created also ae a re­
IUlt of the expansion ot the artlled forces, and pre-defense social 
probleaa bave been brought into clearer perspecti'1e. 

One of the significant .factors 1n the all-out natioool defense 
prograa is ita recognition that civilian, as well as 111J.1tary, health 
and morale are essential to nationnl self-protection • 

The need for an aggressive attack upon malllutrition bas been em­
pbashed b;y the .findings with respect to young men subject to military 
service . out of a million men given pb.yaicnl examinations under the 
Selective Service system, a total of 380,000 havo been found unfit .for 
general military service b;y present standards. It is estimated that per­
haps one-third of these rejections were due directly or indirectly to nu­
tri t ional deficiencies. In terms o .f' men, the A:r"'7 today has thus been 
deprived of 150,000 who should have been 3ble to serve as soldiers. 
This is fifteen percent or the total number physically examined b;y 
t he Selective Service eysteo. 

As the deronsa program developed , i t becamo evidant that ra­
creation and leisure- time activities were an important proble~ . 
Within less than a year, a million and a ll!ll.f' young men were in tho 
armed services; huge new mi.li tery posts were being built and old line 
posts were being rapidly expanded. The 83.Jlle thing was happening in 
industry ~ lllillions of new workers were manning the production lines 
o.f' national defense; established factories were doubling their per­
s0llnel1 now tactor~s were being 001.lt. 

For recreation and welfare wit.bin t heir posts, tbe Army and 
Huy have overall organbations under a .full-ti me, competent eta.ff, 
and have established the principle thllt morale is a function of 
co....,.d. Gradually, this vigorOU11 interest in leisure-tl.m activ­
ities ie being implemonted by facilities and leadershi p on the posts. 
Those services fill a ~ery real need, but not the whole need . 

The leisure-time proble• for both men in unif'ol"CI and de.f'ense 
workers has been the more acute because most or the new lllili tary 
posts and many of the new industrial pl.ants are located a t a dis-
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tance !roe the l&rc•r oitiH wher e there are r e latiffl,y adequate 
0-1.t.7 reore11t1on facU1t1e e. The -U country tome and rl.11.oeee, that ba.,. found theuelne ,..i&hbora to de!enH aoth1t7, ha.,. inoreaoed 1n ebe 'bf tour or the taH &laost oftniJ.gbt. 
SUcb town• innitabl,y face a ehort.aco of enry c.....Ut7 resource 
and Hrvico. Tb18 ahortac• htu boon particularl,y acute 1n facil­
itiee tor rocrootion a:ad leieure- tia aoti •1t1ea. ~ of tneee 
c-1tioa had little or no po.et experience or exi•tin& equipoent tor public recrMtion. SoM had little conception ot wh&t U.07 
could and ebould do to pr-oTide recreatioG&l. actint1e11 and • ....,. 
tboH who reooenised their obligatione and opportunitiee on thi• 
pbaae of defenee often were un• ble to meet th• demands made upon them. 

Ona otep toward nation"1do cooperation waa token wban six nat­
ional r e llgioue and welfare org<ml.zat1on1, includinc tbo•• concern­
ed with J.rrq &nd Ha,.,. recreation in 1917 and after, oue together 
to tora the Onited Sernco Organization• tor Rs.tional Defense. It& 
mHbor• are tho IllCA, the J:WCA, tha llational Catholic Conmnmity S.r­
Tico, the Jowioll lloltar o Board , t he Salvation Arvt:f1 and the Ratioe&l 
Tr&ftlero Aid Sooiet7. The 11.S.O. operate• within the gonorel tr&m&­work aet up by the Federal Coordinator ot Health, lleltaro and Related 
Oofenae act1Tit1•• .!. a •jor part ot ite job beinc to help fill the 
local gape in leieure-tiM opportimi tie a tor men 1n the armed tor cee , 
and tor men and women in detenoe induotry . 

A t'urtller etep forward dealinc with these problems is the 
C.....Ut.7 hcillti•• Act, recentl;y posaed by Coagreea. Thie Aot 
&Utboriz•• the WIO or tiso,000,000 1n Federal tunda tor co:uwUty rac­
illtie• to bo Wied in hard-preeeed deteoae areae tor community re­
oreaton cent.ere, aa well •• eoboob , boepitab, and eanitation fao­illtiH • 

.l In JO't'Uber 1940, the Federal Securi~ Adm1.niatrator wae ll&Md Co­
ordinator ot Health, lleltare and Related Ootanao Actirltiee• 
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• .. .... .U., ObJ• otl:n Ja.,- ObJeo\lTe 

.. le•er"ftd !or 1'-• ot 1.ll!M4la\e ~r .. CCQ' •••n-.4.. for 1 t•• of lll094lat• IU' .. DC7 
(for ••r,.acte•) . . {for tatrctacle1) , 

. 
A-1 &:ill1P•Dt f or eu\h.ortsed Q.D.it1 of •&Uu Malate.aaoce of eh1p• aA4 alroratt. eo-.,1 .. 

A,. -4 • 'toul llta.af'd. Co91>l1\loa of •to• u.4 eqv.tp .. ot of .alp• '9tac NCIQl ... 4~ 
at ~raft proo,,._ ut for ~t.oMr 1. 291-1 , •;u.Jp•at for Nars..o. Corps of )1,500 • • · 
-4 C-041\ NC\lOll o f •lr k•••· ~•1.oa of •1r fora. to 1,918 plu.1. 

..... Squip•ot -d e-01:11tn1otioll for fl1'1\ lt• •• · • - Dllal \.0 ~ OOipl• tloD of all 
l , 000,000 •n of Ml a cttn •"le. .,. •• ab.lp1 wad.e.r CODl \J'Q.C\1011 , • 

A-) Coo1tf'1lct100 of Maeo.1t ao4 onr ... 1 l\1• 1 1t .. attal to •JCP41A• loa aa4 9qlllpmot 
t1f10 1a1 • of ~fl\14 UYal lb.ore 11\allllsb.-At. 

...,. 
Co11pl1t i oo of atrcn.t·t proCftll to t\Lll Co111pl1\l OA Of ea...i ••l•ti OD to to'"1 
obJ1ottw1 br .April 1, 19"2 etre~b ~t.bo:rlae.4, 

..... , Cr ltlo&l it•~• for co-;>l•t.i on of 9qll.1)- l\• • • ••Na\1al to t'llture coa•t1"'ll0tlo11, .. 
•at. aA4 tor •lQteuact for 1l llOA\.b• , co•i ••ionh1c, o r con.-r• loa of ebip• for 
-4 co11• tnict 1oa, tor Z,000,000 •a. Uftl UN 0 

A-6 S.1entl..t lte• • tor co11plet l oa ot 
•qlli p• .at ud tor - 1QteD&Aoe tor • ~lp•.o.t for n.t.'flll. •zpu•loo ha - rt.1 ... 
.ooth.1 for 2,000, 000 .. :i • 

A-] J'aolll tl•• to proT14e pro4u ctl o& ~ 
c i t.7 to tbe ~ of 18,000 a t rplau• a aq,....11011 o f 011P&elt7 a.44 c,...tloo Of &ew •• ,...,-, 1aotlltl•• to proTlde crlttcal o.paelt.7 for .rt l• protuotloa of ll:ilp• , 
lte .. or equlp•.nt f o r eoU\t foroe of • lrcr&ft ud ll((ulp•Dt. 
2 , 000,000 • n. 

..... lacorporettoo l D ezl•tlnc •• .. otlal laoorpon.tloo 1.a ezl •tlnc •••atlal uTal 
~ lll• t•ll •tlODI &at fa.ollitl• • or lhore faol l ltle1 or pa• 1l w f•• lW'I• to 
pa11lTe fMtu.r.1 to re-hoe da.-p or ~oe 4--ce of Melllll1' aottoo. 
eae .IV aot.toa. 

.... , hollltl•• for • J;>U• loa of An:T 'btolloo4 
2,000, 000 • a. 

A-10 Nuoattotl&l or41re. ~tttou.1,..... '---•11 of reM,.,.. •t•rl•l f or pa.ral 
.. ,.,.., of crltloal aa.d ••M•tl&l lta.11• • M?a.l UM , 

• 
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• 
• •Uc l•·-
~1- -Uo lool ... - .... 11'Ue ' 911ppll•• ... t&oilttl••· 

~1-) Jo••tid>h. 8-11 an1 -.-atttoa. ~ronft -.aatu p i • ...... ,_h 
tor •d.••1ac &Jp1 _,, • t ron.tt • ..,1-••• of 1,m uid Uc • lronll. • 
0-..n toa of Te1Ml 1 to ....i .... I- for 1'1Ml - hroo - n.-t•M kt'\altoa1. ft&• ..,..s.,.-• for p1"04ae1Jtc WIMl • lt1·Mf. ... , A-l-o. ...,._, .. , .... ...... ,...._ a...i ht••• proJ•o••· 

• 
.A,..1-o .&.ittral'\ eac:lM•• propell1n, .,..,r, 1a1\.....-t1 • .,...,_,, ._.i ttoa • ..., 

........ 111'PU'9 .... 0-.tnLc·•toa of mU.Or t114 4e1'1'o,.n , l t•t a..iN H 1 nllana.1, ......_,., , •t.or torp.u \Mt1, Oo..t Qrru.r4 T11N l 1, ,_.." ..a repaJr *1p1 t or ..-. 

haJcera \et.a.a coa1tna.ct14 u4 unl n 111l 1 1obe4u114 tor oo-.pl1\toa la t91ll, ou airc.ralt oarrt1 r u4 ou Mttlt Ulp 1ca.al14 tor ootplettoa ta 
1~. 

~l-4 Al~\ acoe 110rt11 a.a.4 equ.tpMn\, 1xoep\ • • ta .A-1- o. A!J'fn.1. Ai~ o:ratt. lllahl.ne f:'&AI aa.4 p71"0t1oh.Alc pl1tol1. 

lvsioal 1 ......... .. - boopl\al _ , _.,_ 12 aoa.ric14 alr&Jp1 . 
l l N Dtlal to u:pea1toa of ..,., .. Corpe '° • 1t:...._u. of 31,500 ... 

l'-a 

~1 ... lqtt.i,pMa\, •PPllt • aa.4 pl.&a.t taotlltl11 t o r opttoal ladu1 \17. Mltate.nanoe 944 1~1loa of 1zt• tlac f&otl t ll•• for ,..,.1r , o .. rb9a.1, aaA operaltoa of a trontt &A4 atron.tt m;--a•. 
-...1_, ... i for fl7l-&& pereoaael • Ai•Cl'•fi , .... aa4 PJ1'0Mcilaloe. 

• A-1-f .iott ... trCTa1't eqv.lp•nt. All aatt-atrcn.tl ud. 6o • mor\ar •••rial, la-olMtac -.-..tttot. 

:PIM• opentUc all - faoUUIH. Aat l ... trcralt aa4 ud.en.Mr proteo-•toa to.r tJ. I. •roh&at ... . 1 • • 

~1-c Coa• ln.o•toa of M• a ir f t e14e , a.tr MM• aa4 air •ia•toa.. -·-!al ole t , .a.ce••Oriet aa4 ~i,.a•. AaU-Mak paa ad -.Uloo. 

~1-11 llobll• artUl•'7 u4 all aoa.e1017 ecta.Jp• •• . l•ol'l4lac ...... tttoa . 

~1-1 tatu.•P'f aaa 0.ftlf7 wepoa•, -.-at • to•, ... l141rta&l - . ,...,_ 
U -1 equl-l ao• _.lfl• ' .... 

• ~1-J All re•tnln.& 1 t••• llllllob oaA be olattlflff u ~l. 
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'!'AILI C - IIDlfIDIJAl. PDJDDCI llATllG ODTI1IQ.Ul8 l8SOSD lit illGI 
lit llATllGS A8 o:r J17ll 28, 1941 

lattac .... \er hrceD\ 
of fo\-1 

AA 

~ 0.2 .A.-1 0.1 .A.-1-a s , 3s5 li?.9 .A.-1-1' s3,157 2S. S .A.-1-c 7s , 790 27.2 .A.-1-4 71.399 ii?4, 7 
.A.-1-• 5,356 1.9 .A.-1-t 6, 7JS 2, 3 .A.-1-g 6,510 2.3 .A.-1-h 3,6~ l .J .A.-1-1 7,1 2.~ .A.-1-J 1,s76 

9R:s 

.A.-2 6,39s 2. 2 
!:~ Sl -295 0.1 .A.-5-A-10 628 -2.£ 

2,5 
.Ll 3 -:a..2 l -
!:~.a-10 -l 

"1lt lple la t lDgt 6,9os 2.4 

• ot Batel!. 915 0.3 
O&ilD TOUL 259,166 100. 0 
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fAM.C O - -UI AHO k lllO °' l'MfCllCHCC llATINCI CIATlflC•TU 
INUCO 11 l'll lOlU TI U OIV l llON, Ol'M 

Ao ~ ..1U1C JI , l , ,l -- 11...c.o , .. c-..... , ... IOolc•Tt• roct• ...... va- .., TOTAL ~ 

lrfCI AL k•trt TrLCMAM TOTM. . 
M 11 1 l • • lJ O.l 
A-1- • Ut s 0 ,, ' rH , .. .... ,_. ' l ' U' • ll 0 1,110 1).0 
A-1,..C z.•t• 1S • l • l, l ,l l,,, 
'"-1-0 .. , ,, 0 U ' • l, tll u.I 
'"-1-< l!' u 0 ,, • l" r.s 
A-t-r 12' l' I • • tH l., .... , .... so' .. , ,, • 0 '" '·' .... 1 .... " • • • 0 ,, 0.1 .......... 11' • 1 1 0 l lj t. I .... , ..... ,., • s1 ,, • )SI ). f .... , ll! l1 0 1 l u• 1.1 .... , '" 0 0 0 0 '" 1.1 .... , .. 0 0 I 0 II o.r .... , ,, s 0 0 0 " o.s .... , l 0 0 0 0 l -.... , s • 0 0 0 s 0,1 
'"-I l 0 0 0 0 1 -..... , J 0 0 • 0 • J -....... ,., ZS 0 1 0 JIJ ,, , 
u ' 0 0 1 0 l 0.1 
I ti 0 0 0 0 ,, 0. 1 
&-1 SH ' 0 0 0 Sil s.s .... , " S l 0 l 0 "' '·' .... , " 0 0 I 0 ... ••• .... , ., • 0 0 0 ., .. , 
a-s 10 0 0 0 0 u 1.1 .... , ' 0 0 0 0 ' -.... , ' 0 0 • 0 ' -
&-I Zl 0 0 0 0 Zl 0.1 

TOTAi. 1,15, 1,117 "' '" s , ,!IS 100.1 

fl'tfll ClNT M TOTA I J.J u, , 1.1 , ,l 0.1 100. 0 
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TAIL& I ... ' "OWC'llll Alll OWID 1.Dll ftD 1w1n IUTIJllOI 01 . ... ORDDI Ae or J~lJ l , 19•1 
,.....,.,...,... -·· Date CQT•,..,_ R&tlf\& tor Control• 111'a1>er l ff • C\1Te Defeo•• 

Or4•r• 
•-1 )/12/' l Crane hi l.41r1 A-1-o apeoltled Ue t or u t erla l e . •-t )/118/\1 .. chlc.e-tool . J'Tooduot r t .t.-1-a Llet of •~cl f1 114 .. t erl• l • · ,_, 

'12'/~l A.lrrrue 
4'Uct r • 

Pro-
A-1-4 11.atl"I • PPll•• onlJ to ltM• 

oo the OWTe nt prtor-1 tl•• 
orlttcal ll1t an4 to Oliltttnc 
aa4 other tool• and 1q~lJ)91nt 1ao1pt aaohlnt tool1 . ,_, 

~/'19/\l Produo1r1 or A.-1-• 1'a.tlnt a~pll•• oo.17 to it••• Al rp 1-ant In- on the: current prlor1t111 J,."' .. ... crltloal ll1t 1n4 to cuttla.g Opellt"'I an4 other tool• and 1Q~lpi1tnt exo1pt aaohlnt toole . 
•-5 5/26/~l Clr1111 8ull dera 4-1- a 8peolflt 4 lil t or .. cerlal e . 

Ma.te d ell•erlee or J)J"Od.~ote 
or parte •• 41014114~ 

•-6 5/16/~1 Pl"oduc1r·1 tor A-10 L1alted to 101ro1 .. cerlal• •ot f-th1-1h1lf • r or det•n•• or"dere . Qu.ant1tr order• reqvlr•d l • oe rtltled b7 Dl•l-
• 1on ot prlortl••• · 

P-1 6/lt/\l M•tthant lhlp-
bUll d_ln.g 

A.- 1-e Llalted to 1te•• Oft c~rrent 
prlorl,l•• crltlo•l l l•t •nO 
t o tool• ot h•r than aa.ehln• 
toola . 

·-· 6/Ut'l "'•1ght-ou 
Conatrvotlon 

A-) W..lted io lt.eu on tbt OUI"-
reAt orltloal ll• t an.4 out• 
t1n1 and oth1r tool• e1oept, 
Nchlft• tool1 . ... , .•. .... 6/16/\1 Pl"041.1c• r • ot #.lr-

t·ru..e, Aero-
! nglnee , e nd. #.-1:-b 

f or Llalted t o l te•• on current 11'·)1-Q , ., ,.,_. rr"""ucera oi- uun He a•7 pr lorltl• • orl t l c • l ll 1t aA4 • • t T\lrret1, Owl 8oab- to perltbable tool• an4 equl~ ll&bt• , eo.b ... .. ot other U-..aa u chlne tool • . llghte , O...ntl?'• 
Control• , ~ 
T\lrbo ltlaptr-
oh• r ger-1 

•-10 6/19/\l Mercb.aftt lhlp- .... tJ.altt'4 to 1t••• on current bulld1r prlorltl•• crltlo• l lie \ &114 (te l tt• n ..n4 to perlahabl• tool• and. .qulp-lAn.c rroct • • nt Other thNt aaohlne toolt . Co•panr 

P•ll 1/1/'l Proclvcer 1 ot .. , lpeoltlt'4 llt t of .. t e rlel1 • Metal W-0r\J.q Ip.el-
IQ:u.J.pment , ... 

P-ll 6/16/~l .4lualnum lol"• P A.- 10 Qi.Lantl tl•• not t o b• cr••t•r ... 1ter1 tti.an req~lre .. nta tor err eo• 
t l •• opera tion of ••ch pro-41.1oe r 1 • pl&ot . 
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f Al&i r - oca::ll>If'IU IUW&C'f TO W.OCAflCMf or IOPJ'LI II . .. OllOllU l 
A.a o r J11\1 1. tt•l 

1111 . .... 
ON er 

C-0.itJ ltteot 1•• .. ,1 .. ,.,. 
,.,.....1. 100. -· .... c!!!::; •• .... .._ ... l/n/\1 ... .. !:!::::· bu~·~it.::f.:-~: ~ :':!·:::-..., .... , •• _ ... .,, - u., ..... ,, ... . , °"'· 

•-l-• lint'• lt64.lf •U• ._.,, il•an tinf•NM • ,..,,.,, - t. 
1•••1 Md r.rc•i:itac• • ontlwi• .... U..r•t• 
k • .. 011 t • •••,.... or P"'"'"' o.o•u,Uoo. 
IM•••l •• t.aor••••• 1A la••ntorl• • ronit••••· 

IC-l·b •111./%1 Co••r• !OW rn•4• algatn-, ,...1••101 p•re•lll-C-
alloeauon n which 1-l:l"O\IP l •,l•• r l•• MJ be ..... 

Jl- 1-o b/101'1 P,..hl blt• d.1 11••r1•• ot a h1alft-- 1orap tor IN-1'-P'••• of - ltl:J or proe•1ttn1 ••ot pt wtth pr•f .. 
• ,. •• e. ra tlna 0 .t.-lD 01' lllr•"· or .,..,rte 
w \Mr11a t100 01 0.1r••'4r o Prt.orltl•• · .... ...... , ... """' ... .. 1...-. r . ... 0011tr.ot• _, be tlll•• •11 i.1 .... 
~at of pr•f•.renc.• N U .. • , w M •peela l . 

•-J flMc• t • • l/2bl'1 ..... I M4• f • U • 4 ell•erl ee f.O be -41 •lJ - k el • 
of ,,..,,,.,:CC• n t.la&• or of . ,..1110 oN• r . 

•->-• .U•lP• 1-1 prer'"""• ratl"f to o.t,..ot• ror 
P"°'"'°' ' Whlob are • ••4 tor 1t 1n11 OOll-t. ra ot• 
41t'lt ot.1J or lndl.r•c\.lJ' . Vra•• " '' of • 'ilb-1\l• 
'"''' ' tor no:11!1r•• •• pu,rpo•••· 

·-· l•OP1't1t1 ,, .. ,.., 
Mo oontraota t o be tlll•d ••••Pt ln aoo.or4ano1 
wttl'I 11.10.b tlr•ctlotl to be &l••n 111 tuppl•••ntal 
orcle r t . hrl•• o f 111ppl••111tal or41r1 111\l•d 
1••1l'ftl ftj: dt1pc11uon o r .. ,ublJ O\ltput. "-•• •"• 
ot ur o t nt o r .. ntblJ °"''""''. "l"Ot Ul14 tor • ... ~ 1 1•'-•l ... _ .. _ '110/\l .t.-10 .. llOftdtftn• • 4•11••~1•• to bit •-4• ••o-sii 

lllC lt••l on '1••1• of r atl-llf:• lltl4 on lfte\nio\100 or 
DlreoCor of Pr1ort tl••·· 

--·s-· •/101'1 w ... , lM M • ed es; perc-eiit.,• or ,.. • • , .... 
.-plt•• ..ad. pAtec·t nppU•• · ·-

11-s-• •1111'1 ...._i.u aJl....,...Ol t __., ot prl.MrJ ato.kel io be 
\IM4 1• NltU.C of 111.oktl be.art .. • l • 1•1••• 
•tt•l •hell a .. t ue•ed '<> Jiii' O• ftt or tl"-.e atek.el 
o•t•a1 ••••~' "1tb J"N1 ••1oo or ~ ot,...otor 
or PraorlU ••· kl&he• or atoktl M11tei1t •hall 
't>e Mde •P froa 111ckt l bta.rlflC 10,..p • 

• 
.... lftol:tl 5/151'1 ... ,. l'p101r10 a Uoeattot1• or aeta1 to M u 4• ••ob 

•Olltl"I. • • 4•U• V'I•• t o be Md• to an1 Oii• •1th-
Ot.lt •" Ol'll 1t•t•••nt or hl• r eci11tr1•1nt• a.nd an.1 
t Wd\ tntorutlo.n. •• Ua lllrtolOJ' ot PrlorlUl l 
.. , ,..qu1r• . 

•-1 .. ...._. ··"' " 71'1 .... 11-trlnltlff Of 4tft 4te COfttraOtt f't t tP11l t 4 to 
krto .t.ol4 ,.,_, or •••1 eoot~••t•. 0.ll•t rlt• to be u••4 

l• -.wl•• lllr• or boro11uoa te 11••• or• 1.l•• • 
prtftr•ect r at 1q: "-'· .... .. .. 5/)lJ'l • • .,,..,u• r • &hall -111 h•• lt, 1''1 , ,,...,, • 
Mr"& la •-"••• or So pe r eat of bl• • ••....-
UllJ' r a t t tor tU -..lb or .,.,.Jl 19'1. 0. aM 
• rte r J-.. 12, 19•1. ••U w ppl\e r lt 4-1-•tti4 
to ••t ••••• eat.tr• e tocl: • • rt• H••• tor "''"""' elloutt oa b,- Ota ~treotor or Prlorttl•• · 
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fAAI.& , - oc.mDJTtU 1!,11JICT fO ~TIOI 01 arnu n . .. OIUll1U '0Dn1D) 
M or lvl1 l , 1'ti1 .. .._ 

Or4t1' Couof.lt.7 "'"''"• IU\lnS tor l'rort11oo• _.,, .... O::!::;. ll ... , ...... ~"'''" 
.. ,o Del.1••r111 on "°°4•f•t1•• 000\rao\1 w1 tlwNi pre.r-

1Nt1oe ra\1ftl• .., M Md.1 • tt1r oc.p11anoe w1\b 
g::tol"tMO ff\1"11 &all&fted to 4tfefll t OontN.Ot1 . 

tr.a ta.ob 01.10~ llOfttb •aoll rer111or Ill.all 
, ,, u.14• • qv.u·ut, ~V&l to IQ per OOIU (or 
Ml otber uowit • Pot•l 1tt) or total Aprll vo-
4vot100 tor t\lt'1J"t •lloo•tLo. ~, thl 1>11'.0tor or 
Pr1or1t111. CkrmMMlftC J;,aae 1, 19~1. all oo:r-r 
CMIH b1 tbl X.ttl1 IL4'111"1'e Gotlpu,1 •lll M a -
looa t.94 'bJ PO. '"' oont.rut1 tor retlD.1~ ot 
ooppeor on toll bull taa 1>t -'• onlJ wl U:I. 
pe.nl1111oa ot C.b• 1>1r1otor of P .. 1orttl••· 

•-10 lo~1QJ1 619;\1 lo pr"Od11cer 1ball d.ell~•r or proc111 af\1 
Cb r14• po~ln'l ohlortd.e wt\bollt I J)*Oltlo rira1111on 

or the lreotor or Prtort\111. Mon·t 11 lt11truc• 
Uon• r•p.rd.lt11 llht~nt.1 to be 111u-4. 
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41Nd ltl .0:.'ltblJ ll'lltl'\IOU Otl. TU.1 O'ftr• tb1 
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.. pt11Nr ai p•r 01nt 
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th• lubber llt111ne Co9.PNIJ' •111 bl allocat1d 'b{ 
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bT 901'1 tm 20 p.tl' oeot Of bl 1 OOtle\lmptlOl'I 4\U'-
1r., .J..-ne 19 1. 
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tS.,-• ..,... "iF"" •...-.P• ot all \he \bi'W Md tou dq ~ 
Uc la\e~ •1U.1a u.. -oet.11.. ~ ol cn1a trlld. -1 an 
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TECHN ICAL 
9''W a14i.1 Arw4 r gpee iao1Jade1 repla.r1, all nUnd 111111 nN.rft 

- M4 orru.r. • Mt1" dlaV, a.u....i ~ ta Feideral 
M:l"t1M, aic1 s.i..ou ... a.n"tM tzlLJDaff. 

4441ttcee \e l'!w14 4nU.ltle ~. ••t.1-\44 001\ ot ~ 
•\.borlu.tiou. 

In C.tnot A!!rdt 1Aol~1 90M lett.ert ot 1AWDt. 

,,..,., .••. au.a.. .bl· 1Aolud.• An:T, .. ..,., o. a. eo.at Ou.rd, 
Dtf.ut ild, Md 9rJ.\1e.b proc:rau, for ~·• eacJ.D.e1, pu-W, 
...S &OCINlar'iel • 
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lar1\..1M eo-.ta1f.oGJ l>tt90N .LLd -. ... 1.1, ud ot.!Mr .. \4ron.tt, 
ud lrlt.l ah or&lr• tor ab.lp and urS- eqvJ.J-at. 

1M'" ttr1tl Pyillt.1.t•-m.t.•i Jam., l JulJIS&Sil 1Dol\ld41 the 
, ...... , ... f..U.7 lll\nt.e pl.Mite and power tuWtS..11 \be .........ul• 
JIOIMf' faoUiU.11 ud o.. t aoWU.• tiuDM4 • 1Ui ~ ot the Anf:T, 
ta. la'71 the ..... \t\lil\ia ria&ao1 Cot'pora\loe ad iU ~ 
1art.1, u. ..,.,_., ,_, tor i.m P'Na.14-t., o.r ... Aid, ad u. 
...... 1u. c-.u • .s.. au Jlr'OCJ'"aA 1a - ~w .... sve of u.. 
..i.-e ot a. oet•ff 1-dutrial te.oil!UM eiaM i\ doiee DO"- iaol.S. Jri .. WlT ,_ ._,,... 

fMlL, ~ & hrt.itlet''"' loolm.• lwt !Of' - oOUtrllOUoD -
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NOTES 
&n:r potW, dtpow, Uld o-U..r ~\1'1.&l. •U'*=r.•, r.pUT ot 
~.Md &Moout o.t-...J .-\Netta.-. -.sai.u.o. or 11a..,. t..M•, • '-"\i.ou, ~ • .., OOO.UJ o. a. Coaat. Otard .-,.. twu­
iU.• J .......... C&aal.J cM.r-... oc.ttnaot.1.oa - the P\l'eal.lo klld ... 
1GC Ada1&1.9\.r'&UaaJ airport. oout.Nc\1oaJ Md tliCl11ndut.r1.t.l ooo­
•tNo\ioa 'b7 the AnQ' ud la")" fi.Quo.ed 'throu.p u.. Pn•id.at' . f\md. 

JLsz.Ua&. J.Doll.ld•• a.tense bou•itl& under the t.ct.ral. work.I A&1no7, th• 
utlli, O.t••• 80991, 1114 the Pn1.1dnt.11 Hou.11Ac hod. 

~ lnp'-t. !l!l ~ tacl.S.• otMr tqlds--i.. u4 ~· tor 
the 1.rw:f ~ Corp., U.O.l.laMcNa ~ui~t, clo~, equJ::-a-, 
utd ,..pla.r ....,.,U.• tor tM ~,..ttAr Corpe, utd •J.D~ ID4 
operattoD ot \be J.rw:t JJr CorpeJ o\Mt' eqU~at Nld •ppl..U• tor \.be 
•• .,,. 8'&Mt.\l or llN!cl.De, clo\h.J.Qc, ·~·· ru.1 u4 t.Nl.a.lpor~t14G 
tor t.b• a..-,, and -.btct.aao• aJXI operat.ion ot Dt.nl. ah.1.JWI ud t.1.r­
c"'1'tJ J)!.al'Oh.a••• ot asr-ioult.ur&l. Md ot.h•r oouodJU.•J Mid Dr1t11h 
ord•r• tor •p-lcnalwral. ~it.t.a &llld oth•r l'IQQ-.it\.lrlll it.••· 

m inolwM• ILilltar)" ~ •.xewtJ.,.. ..,. roll ot th.- lJ'IQ' ... orau.tud 
reMm•J 1-M layY, •ftl P.eM.rn1, Mid llLr1D9 Cof"P'IJ S.1"\lft S..r-­
rtc.5 u. I . Cou\ °"1&r'd; ud oiTUJaa nau.al ~t•D.M apoo1•• · 

"'t,~itilD!ll. JllE. 1Achdaa An:/ aubal•'--• """11...., 
..,..ad.itun• ot ta. Qu,r\.e~\.er Corp., al.lotil.J..aMOU;I 

Mnic•• and ltObool.9, DCaiDdu.IW'lal •XJMOd.1turi•, Ui. c1u...,, 
111llt&r)' Trs.S.aiac c.p., -4 \be o. I . l llitt.rT .lc.M1t111J la~ w~ 
•1•t4n4• Md tn..,.l, .S..a.l.hMcN• ti.., ud oan.l. t.n-JAi.IC etAtioo•; 
RFC work:lAc oapiWJ. loan•J UM pilot t.f&Ul.rl.I Pt'OSJ'UJ 1.,denl 
S.ou.rl\J ..-01 ~tnuse Mt.1'11.t.1-•t Pn1i.d1nt1a ra.rpn07 "1Dd tor 
Va• Anti aDd 11&"7 BOt •llMMn ola•e.U.14d1 aiac1llt.oeou.I .xpend.itut.• ot U.. C.• t o-rdJ d.efftMI upeod.1\W'e• of t.ti. DtjlU"tatot. ot Ju.t.iu; 
U.. la\.JoMl. AdY1.aof'7 eo-it.t.M 1D All'ODMlt.ictJ C.t-..1 W \4et.Uc, 
""10.1, ~. ad ~t.nU'" UIM&M•J u4 adial.aUt.nU" 
~· or U:i. lrit.iab ,.,..,.Jae u..ei. • 

Jin~ -1 l'a.\5l i• I• ' ' 1 '\Vt !DIDI. 1Dcl.s. UM ••t.t.at.ed 
--~~ •UaorluU.... 
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NUMBER 50 

Bl£ l S\lbtidl.&rle• !Acl\lde • the RoCOD•tNCti.oa FiA&elce Corpora tion, 
tb.e Def.nae Plant CorporatioD, o..t••• &lpplie• Corpon.t1oa., 
Metal.a ReMne ~, and Rubber Re.,.t"ff C<mpaa,r. 

~ Mogol!e lnolW:I•• d4fno• aotirttieo or t.he Co&ot OWi.rd, 
TennesSM V&ll.07 Au~ty, Boanortllo Du, Pmua Cual, Public 
BuildJ.nc• Ada!n.i.•t.ratl.On, F9d.ral Work.ti J.cftor, OD.lt.d SW.Wt 
Elou.alDg Autbor1t71 ~tense HC19e a, the Trw.UllrJ', Fede"'1. &.ov.r1\r 
"'•nor, 0.p&MMDt or Ju.etJ.co, s.i.ot1w Sen-lu , ottie• ot 
O..raollliJT ._. ... at, latiooal AdYi eoJT Comittff tor .uronautioa, 
~ t.he ftriCKl9 Pro• lde:Dt.1 • 0.fon• • 1'\&nd• . 

AUGUST I, 1941 
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~ lf M191. HtDll 1m'u1 t,ri11 !M.J.Dde• abrM1T9IJ Mro IG&iAo•• a.1.roralC.J al-.1ma -.t'aotun•J -.:itt1oa1 blut. f'Ur­
D&o• •J at.eel wort., Md rollJ.Jac am., bru•, l:ron.N, .ad oOPP91' 
productAJ eleot.rical aa.ctl.l.nef7, appvatu, IAd n:ppU.•, explo.1n•J 
!i.n.UWJ !<141ZllflrT md -.cb.1na 8hop prodt,act•J 1Detnmmt•J MOb1De 
too111 ..cbJ.D.-tool aoo.•aori••J opt.ioal eood•J 10l'ft' •oh1M ~ 
duot.•1 ab.1pb.lll41qf ... lt!Dc ~ ret1aiq-copper, i..ad, and aJ.Ao. 

h:l!· 909tootar . •· .ws:t· 1D01Qd.•• .u 4-r ... O(IG•trmtion 
{except •b15Jrbr print. ooatract.or• tor U:.. U.,1 r.v, md other 
r.a.r..i apnct.•. 

~ Y..C!B!! m]g==t 1a0l.m.1 o1Til.1.an ~t lD lar t>epart.... 
-.ot --.t'eoturJas arMD.ll•, OD mip ooubwUc:D ud repair 1D ••'7 tardl, ud oa Wu aD1 l&'f"J' toroe aoc:iomt eoutn4UaD. 
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