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statements, and other similar statements in the letter and report,

taken together, reveal two fundamental misoconsceptions. They missonceive
the nature of the "materials problem®™; and they misconceive the rela-
tlonship of strategy to production.

First. The letter and the report seem to proceed on
the assumption that the management of "raw and basic industrial
materials” can be ripped out of the process of managing production,
segregated and handled separately. Thise overlooks the simple fact
that the management of materials is one phase of the process of guiding
production. The materials problem, the faollities problem, the manage-
ment problem, the labor problem, ell are inextriecably intertwined. Ae
a matter of fact, most of the mcute "material shortages" are not shortages
in raw materials, but in processed materials with respect to which the
limiting factor is the amount of facilitles, For instance, the limiting
factor in aireraft production today is sluminum forgings; and inereaging
the supply of aluminum forgings depends not on finding more aluminum,
but on tools and dies and labor in the forging shops. Similarly, the
limiting factor in shipbullding at this time is steel plate; and the
supply of plate is limited not by the avallabdlity of steel btut by the
availability of rolling facilities.

The report seeks to draw a parallel between
the work of the Munitlons Asglgnment Board and the work of & proposed
Combined Hesources Board which would ccoupy a corresponding position
in the structure of the Combined Chiefs of Staff. In all candor, I
must say that the attempted parallel seems to me to misa the point.
The work of the so-called Combined Resourcee Board mugt be sn integral
part of the whole vast process of production, and must be subject to
the direction of those charged wlth ultimate responsibllity for pro—
duction. The mmitions assignment operation, on the other hand, is
essentially a scheduling operation, dealing with specific completed
military end products, and based upon military needs as of the time of
the asslgnment.

Second. As I have paid, I fully agree that strategy
and productlion muist be mutually coordinated. But it is strategy and
production goals which muat be correlated, mot strategy and the appor-
tionment of raw and basic Industrisl materials. The coneepta of
strategy govern, mot the use of resources, pmt the determination of
the production program. When the program has been determined, respon-
sibllity for utilizing all rescurces—-raw materisls, basiec industriel
materiale, machine tocls, falricating machinery, plants, management and
labor—to achieve thie program rests not with the Chiefs of Staff, but
with the chiefs of production. The President of the United States hes
placed upon the Chairmen of the War Production Board the duty of exer-
ecising direction over the entire war procurement snd preductlon program.
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in many Chinese industries also made it neces-
sary that China's government banks reduce
interest rates for war produstion o a point
whers management would onos more find it
posalble to borrow oapital and borrow it
quickly. With the approval of the Generalissimo
I put the Lssue before the newly appointed
Minister of Finance and partioipated in
negotiations among the Chinese War Pro-
duotion Board, the Ministry of Finanoe,
and the four government banks. The bankers
agresd to reduoce interest rates on loans
for war produstion purposes to 20% per annum,
or less than half the previous oustomary rate.
The time necessary to negotiate a loan has
been reduced from four or five months to a
few days. Complicated red tape in granting
and servioing lomns has been sharply out.

6. Additional transportation faoilitieos have

been allooated to China. On Ostober 19,

after my return toc the United States from
my first vislt to Chine, I recommended and

you approved the produstion of 10,000 ad-

ditional truoks for Chins, now sehedulsd
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for produstion in 1845, At the same time
Jyou approved my negotiating with Oeneral
Arnold for 350 (=48 omrgo planss for use of
the Chinese National Aviation Company; and
General Arnold agreed to this proposal,
deliveries to begin in Junuary or Pebruary,
1545.

6+ Shifts were made in the Chinese Cabinet

with a view to ﬂrm-ﬂiﬂ ths war

sffort. On Novembor 27, the Generalissimo

announced a mumber of important cabinet
changes, in which new ministers were ap=
pointed for War, Pinanoe, Eduoation, and
Information. While these ohanges by no -
means mark a new ers in the government, yet .
they ocertainly represent a step toward a
more aggressive war poliay. Pollowing on

the heels of the oabinet recrganisation,

and olosely related to it, came important
changes in the Gh.izlmn system of military
supply and flrlulnllﬂ' aooperation between

the Chinese and American High Command,
Conversations between the Nationel Government

and Communist leaders looking toward war oo-

operation were also benefited.
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Noves have been made to bolster Chinese

oivilian morale. The establishment of the
Chinsss War Production Board and the marriwval

of the teshnical mission had an imsedinte
effect on the morale of the Chinese oivilian,
These were the firat oonstruotive economie
achievementa whioh the country had seen for

& long while. During November, I disoussasd
the morale problem with the Generalissime,
and he stated that he would personally assume
responsibility for strengthening morale. wWith
the same purpose, I acocepted an invitatiom to
address the Praesidium and Resident Members of
the People's Politioal Counsel in Chungling--
China's nsarest approach to s repressntative
legislative body. Taking the need for co-
cperation within China as my thems, I also
tallked before the China-American Institute

of Cultural Relations, s well as to leaders
of Chiness industry and finange. Before I
left Chungking, I attended a joint meeting

of the Chinese War Production Board, the
Ministry of Information, amd the American ow1,
to disouss the possibility of reafhing
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Chinese workers with inspirational and

sducational material. A oabled report

from Chungking states that sush -ur'm

is beginning %o be motively used in faotories.

Resulta
The Eweiyang-Kungming-Chungking triangle, with its
great sgricultural wealth, and the possibllity of driving the
Americsns out of China, may prove mn irresistible temptation
to the Japansse. Apparsntly, they have msn and suppliss
svallable, should they decide on ancther offensive aimed at
Eweiyang., In that event, the orisis would arise again. The
morale of the Chinese armies in Kwelchow, even as now re-
inforoed, is still a doubtful fmotor. Fortunately, the recent
close cooperation between the Chinese and American military
may make n profound difference in the near future. Om the whole,
time is now working for the Chinese--a new development,
In addition to the improvemsnt in the military situstiom,

we oan loock for far-resching gains on the sconomio front, as a
result of sotion taken this mutumn in China. The 1945
schedule of the Chinese WPE for produotion of entrensching
tools and trench mortar shells is double the program
previously prepared by China's Ordnance Departmant, and

inoreased production rates will be felt within the next few

weaks on the fighting fromts of Chima. Alochol schedules
ares similarly double rates planned prior to the arriwval of
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our miesion. By spring of 1948, I sxpest the rate of China's
total war preduction should be at least double the November
rate,

The expected opening of the Ledo-Burma road in
FPebruary for one-way traffie, and the opening of the Caloutta-
Kunming pipeline--which will be the longest in the world--will
greatly strengthen the supply situation. The Ledo-Burma rosd
should earry sbout 30,000 tons, and the pipeline should deliver
some 17,000 tons per menth when they are operating smoothly.

In Bovember ATC and CNAC flew over the Hump 37,000 tons of
oargo--g record figure. Indioations mre that next swsmer we
should be getting into Kunming around 76,000 tons per month
of oargo from all sources. This compares with 25,000 tons in
Septembar, 1944,

Inoressed snd oocordinated produstion, plus improved
transportation will make itself felt in mn accession of strength
to the entire Chinese economy. Better distribution of reglional
and looal production, and less searcity of manufastured
produsts will be foroes operating to check the inflatiom.

Over a period of time, technologioal improvement in an
expanding economy will mean grsater produotivity of in-
dustrial workers, higher real wage levsls larger purchasing

powsr and tax returms, and more government funds with whioh

to tasckle urgent problems sush as inoreasing per ocapita

= $0.1 DECLASSIFIED ®
agrioultural output im China, . 11663, Bec 3(E) and 5(D) or
Commerce Depi Lettar, 11-16-78

By RHP, el AR 281973




— - 16 - A

The feeling that China's sconomy is being strengthened
and that ths ecountry's produstive ability is growing will de
more than any amount of propaganda to raise the morale of the
Chinese people and hearten them for a lgltdnd and intenaified
war effort. Growing confidenoce in the national futurs will
make for greater govermmental effectiveness and stability, as
will experience gainsd in war production planning, which ias
teaching the advantages and teohniques of cocparation.

The government should also benafit from its oloser
relations with industry. At the same time, the heightened
status of Chinese industry under the War Production Board will
tend to exert a liberalizing influence. Under that inflummes,
there is more likelihood that moderate slements in the Kuominteng
will oontinue to gain power, mdding to the ohances of genuine
cooperation between the nati¢nal government and the Commmists.
Such ocooperation, Af attainable, will be of historieal importance
both in speeding the progress of the war and in strengthening
the bases of the peaoe,

The success of China's venture in planned war pro=-
dustion, if properly fellowed up through Amerioan government
and business chamnels, will make for olose postwar economio
rolations between China and the United States. (Chins has the
oapaoity and the desire to develop herself industrially with

Amorican aid. If that ald ia realistionlly planned, and if
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finaneial arrsngements are put on = sound business basis,
Chima should soon after the war begin to replece Japan as the
leading industrial oationm of the Orient. In that event, a
market of enormous sise should progressively open up for
Amsrican export imdustries. I believe, too, that with Ameriocan
guidanoce, China's development oan be turned ismte peaceful and
deacoratic channels, eliminating mush of the fear of war which
has for so lomg shaped political attitudes in the Orient and
South Psoific.
Eeoommenda tions

The creative work in siding Chima to organise her
soonamy effeotively for war is wirtually campleted. From
this time forward, our job will be o sustain and advise the
Chinese War Produstion Board on a day o day basis. Arrange-
ments have been made to this end, and continuous reports will
keep me in oloss touch with the situstion. With a view to
areating the most favorable background for my deputies im
China, I have tentatively accspted, subjeot to your approwal,
an ipvitation from the Generalissimo to beoome High Eoonomic
Advisor to the Chiness Government.

After leaving Chima on December 4, I stopped at
Pearl Harbor to sequaint Admiral Nimits with the existing
Chiness situation. In the course of our eonversatiom, I
found that the infarsmtion which had remched the Admiral
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through usual chsnnels did not mseord with the facta as
Gensral Hurley and I had learned them. Aesordingly, I sug-
gested to Admiral Nimit: that arrangesents be made with
General Hurley %o transmit %0 him and to Gemeral Masdrthur
regular reports on the Chinese situstion, as viewsd by
Oeneral Hurley and General Wedemeyer.

In the seme comversation with Admiral FNimits, we
discussed the importance of Chinese waterways for military
transport, especially in the event of a comstal invasion of
Chinas Froper use of the waterways for war purposes would
undoubtedly require special river boats and equipment, and
the Admiral was deeply intersated im this aspeat of the matter.

If the Chinese war effort progresses well, I believe
that the spring of 1845 would be & good time to begin work on

a postwar program of Chinese-American eoconomiec coopesration.

1 recommend that at that time, the military situation Elr‘.l'itt!._n‘.
& seven-man Ameriocan mission be appointed to po to China to work -

with the Chinese Jovernmsmt in the

expansion of Chiness-American trade onm a realistic business

basis. In my judgment, this Commission should comprise

business men of wide experience, high standing, snd swarsness
of Amerioa's stake in expanding foreign trade. To obtain the
kind of aid implioit in such a mission, the Chiness governmant,

I feel sure, would make strenucus efforts to mest all pre-

requisite conditiona.
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In the interest of healthy diplematic relatioms, I
mtmlimldhmim.hhqh;m of
Russin, Great Britain, Australis, and New Zealand informed
of the measures we have taken and may hereafter take, in
aiding China to develop her Soonomy. During my returm trip
from China, I stopped .“ Canberra and at Wellingtom to talk
with members of the Australian and New Zealand governments
both on the Chinese situstion, and on postwar trade problems,
Together with Mr. Nelson Johnsan, your Miniaster to Australia,
I also visited Prime Minister Qurtin at Melbourne, where he
is convalesoing in a hospital from a resent serious illness,
and disoussed with him the Ameriomn and Australian positions
in postwar foreign trade.

I found the views of Prime Minister Curtin and of
Dr. Evatt, the Australian Minister for External Affairs,
particularly satisfying from an dmerican standpoint. Prime
Minister Fraser of New Zealand and Mr. Mash, the Minister of
Finance, wers also sympathetic to the sxpansionist wiewpoint
on foreign trade. I believe that both govermments felt
plessed at having been gEiven direot information on developments
in Chinaj and they show keen interest in the considerably en-
larged potentislities of postwar trade between their ocountries
and the United States,

DECLASSIFIED
EOQ. 11852 Bec 8(K) and 5(D) or ()
Dept. Letter, 11-15-78

By RHP, iy MAR 2 3 1973




— - 19 - _

As reports reach me on the progress of Chinese
war produotion, I shall, of course,
salient pointa,

keep you informed of

Respeotfully,

nﬁﬂld M. ‘-1 aon

The President

The White Houss
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The battle of production 1s the primery responsibility of the Chairman
of the War Production Board in pmch the same sense that the military
battles are the primary responsibility of the militery chiefs.

As the report recognizes, the reciprocal adjust—
ment of stretegy and production, to be effective, implies the integra-
tion of the Americsn and British production programs, just as it implies
the integration of American and British ptrategic decisions. I have
been discussing the nepd for such an integratien of production programs
with Mr. Bopkins for some time. By a letter dated Aprdl 22 to the
Chairmen of the British Supply Council in North America (ecoples of which
were sent to the Secretary of War and the Secretary of the Hevy), I
arranged for the preliminery phases of the work. I have recently asked
¥r. Lyttleton, the British production chief, to come to America to
carry the work forward with me, with particuler emphasis upon 1942 and the
early part of 1943, in order thet the combined production program,
together with a statement of adjustments therein required by production
factors, may then be placed before the Combined Chiefs of Staff for
finel determinstion in the 1ight of strategle decisicns. Mr, Lyttleton
has agresd to come.

The Combined Chlefs of Staff cannot determine

their plens without & pleture of the current facts and the future

practical possibilities of producticn. The Chiefs of production
cannot schieve the best possible results without accurate and up-to-
date kmowledge of the materiel requirements of the Bervices, It 18
only through close and continuous relations between the Combined Chiefs
of Staff mnd those charged with ultimate responsibllity for production
that we can bring about & situstion in which equipment will be ready
for militery eetion—in the right amount, of the right kind, in proper
balsnce, snd &t the right time.

Sincerely yours,

Donald M. Nelson
Chairman
War Production Board
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THE WHITE HOUSE
WASHINGTON

June B, 1942.

MEMORANDUM FOR
HON. DONALD M. HEI}%BI

On further investigation I very
puch doubt the wisdom of appointing
Peter Nehemkis at the head of the

—Emaller War Plants Corporation.
There are two men you might look
over —— one is Paul Appleby of the
Department of Agriculture, who is
an excellent administrator; the
other is Murray Lattimer, the
Chairman of the Railroad Retirement
Enard, end also a very able adminis-

rator.




Bepartment of Justice
Stice of the Assistant to the Attorney Seneral

e June =, 1942

FHORARDON FOR THI PRESTIFNT.

Peter hichenkls - omsaller lar Plents Corporction

Tou sent to me on Muy 27th L memor ndum "For checking, F.l.R.M,
attuching letters to you fron ~enstors Smathers and Burbour recommend-—
ing Feter wehemkis ws & airector of tne Smeller ver 2lants Corporation;
andl 7180 Ettachines & copy of your memorirncium to Doncld MNelson: "I am
rather taken with the idea of supointing Peter R. Sehemikis, Jr. of
wewnrk, wew Jersey, 45 director off Lhe Smeller War Plents Corporation
widien i1s to ve esbablished within the W.P.d. pursusnt to the terms of
S 2280. Whal do you think? F.0.h.M

s4 1 think you know, these eppointments, neeordins to the bill
duh hes not yet rencned your desk, srv o bo mude Cormully by Loneld
Lson.
coeugo ol the diffieults of dopridsin- behedicin! ahilitiss in z
vacuun, 1 hive teken the iioerty of scoutin round fo find out who the
Leading sendidites arve. «1l1 in 21, the cuestion of whetner Schemid
shou, ointed L vory clioue Lut shonld prebebly bte answered I
gl

lg,whe is being cctively pusheo Uy eenstor Zurroy,; is sbout
ite of Tule Lew wobool <noe on unusually ople liwver. Thers
- inl inston who are up bo his gejcral intellsctusl
urterstanding ol +he present sorld. I nsve known his for
in- tugt shrzw! aniolfice =tithe SEC with hin lfor g while.
ey - gootl personality.

Yy Lo men who Knoi bin begt hove thelir fSincetra eroased

e 3 ropatocl s huving & predat etistcity for ofifice in=
Cor talkis Care of mimovlif above nll else. I have telied

WAL unter Whos e Bey wordeds From B1L ceuclss T zot only

1 Bilenoe wtah'y more dpticul: b thin werda. I know he nnd
JRTTY LTk very aerdoud guirvel wheon Jeprr wiae Chelrmen ol the
wo i begunee he Dol dehemgis hod out bl in en eabarrassing sttvastion.
ton SLoiedell, now on uhe Plimin: Committes of beP.E., refnsed to nllow
hin on the Flaaning Censdttes st eause e odo not trust hime I
understind Geleon wi recomnin inst Hin,

: ien 1 nove hesrd
enowh to repart to you. wnlle Ae wed Che oo peciul study
investloting geverel GLll <ircet Pirae, Including oidney Swdnbergts, he
Grrowed Some monc¥, uue Lol Gew sersonel (incnelil ciffievliies, Irom
Jidney Leinberg pirtnurs.

i o 8 s story whleh 1 ermnot conlirn .ot &

)
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Thers is no vuestion but thet he knows the small businass I'ield.
dv hes deliberutely set out to become & jovernment expert in it rod
hes done exgellent worice The psnersl foelin- 4s he shoulu he mude
deners 1 Conmesl, snd shoull be held Ln check ty the directors.

In foirness to Achesicle; I should say my ovry personnl opinion is
vury fevoratile 1o him, Jdowewer; I heve nover been pebively engeged in
ROy work with hia.

Or the otner cendidates mentioned, there Is enly one T shonld like
to add 4 siord of waraing sbout = Ted Grendk — he is 8 quasislawyer; wnd
ir best inown for & Weshington Forum of the adr whish he mins Sundsys.
You coue yery close et one tim to spnointing him to the Federil Commini=
cutions Soomission, lmt it worrlid eviryone so much thnt at thé last
nom it you made snother apgoinmtment. If 1T remenber correctly, Stova

erly knows about thisz, Granik is belng sctlively pushed by Senstor
npEmer. Ay ovm doubts about him sre certrin susnicions about his politi-
eel loyzlties in Lhe soiee he hes often beed suspected of lLeins closely
identif'ied with the Concressicnal isol-iionist croup. 'ihls mey heve
bewi Jor business ressons in the field of raals. He Heu no pnrticular
quelificutions lor Lhia fHeld.

() Paoul sonlehy., There is sowe indiestion delvsn vill recomnend
Panl opplebr to Fou as Snelrmens Lhis would essa the situction in the
Vepirinent of Agriculture and would plige ot the heed of this orgenizotion
one ol the most cble adeinistratord in Lhe povernment. it you heve
s too often my hizh opinien o6f mpoleby,
iy Chadrwn ol the Lidlro'd netiresent

stretor. e s been mwntioned s Lepubty
Divector and Nelson.

{J.L:l urrny Lattimer,
o m el vary shle wel
irsctar, whieh Is &osort of Tiwdson beticen tho
-
Jtaers sentloncd by persons in W.Poo. closely commected with tnis
procles pazcessetochilenl Guidiclcwtions walah T e unable to wics unon.

cptian ol lom Margun off sperry Copp. wnd
the Havy. i 118 o very apl

I are

WL, - l R WREY- T sl Ol Lhose M
e aprEsent g8 U AL would leol reather silly to heve
\ 1o Lh airtde
e in b iRl need JOr noa ol imdsinition to he aniolintad to

! ez Loy Tar ¥lonta Coprporction. im one s«ise, ithis corporation is
ne mors bhon touching tribute Lo corpse (it hoe Teen dead Uor mora
than o yeer — ameEll Tusiness. I7 the=e is r !

crxrpuey 4t wiil &t Lhis Late dite merely hindsr the wa

Tt = R

g mlter

1

b J’I]"-!I_.'I".' e

There Lo, however, & vitil {ivld within which smiller plents cén
finsneill bocking, Uhe lerporctlon could set up

operpte.. Gith broper
il Lints In wited Iicids sucn as piundnus rodd megnesiun to be used
ses Lor bhw bip plente. IThds 18 nedther visionary nop

the oaly wey Lo whicsh L Corporetion cib be of any




THE WHITE HOUSE
WASHINGTON

Hay 27, 1942.

SOlFIDERTIAL
MEMORANDUR FOR

DONALD NELSOR
AND THE DIRFCTOR OF THE BUDGET

1 am rether tacen with the idea
of appointing Peter R. Hﬂhl;kil. J4r. of
Kewari, Hew Jersey, as director cf the
Smaller War Plants Corporsation whieh is
to be established within the W.P.B.
pursuant to the terme of H. 2250.

finat do you think?

FeDuRe
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W. WARREN BARBOUR OO TTTEES.
HEW JEREDY o
A ACTURE R

Alnited . Diates Denate R s e e '

WABHINGTON, D. C.

Mey 18, 1942

TNepr Mr. Preasident:

I em very hepoy to Jjoin in with my good
collesgun, Senntor Willlem H. SEmathers, in recommending to wyou
the neme of Peter B. Nehemldls, Jr., of Newark, New Jersey, who,
T understand, 1s helng consldered for the offiece of Director of
the Smeller War Plents Cornorstion.

Senator Smathers has gone into grest dateil
in his letter to you regarding the background of Mr. Nehemldis,
and this ia sirmly & note to sdvise you that I am in complete

necord with his views.

With kind regarda, Helieve me

Sincerely yours,

W iitn Brbrre

Han, Franklin 1. Roosevelt,
President of the United States,
Washington, D. C.




OFFICE OF

DONALD M. NELSOMN

CHAIRMAN

WAR PRODUCTION Bﬂ'.l.ﬂﬂ‘
WASHINGTON, D. C.

June 5, 1942

My dear Mr, President:

In reply to your note regarding
Mr. Peter R, Nehemkis, Jr., I would prefer to
walt until such time as I have an opportunity
to discuss with you a 1ist of names which I
am having prepared and from which we can
select the Directors of the Smaller War Plants
Corporation.

Respegtiully yours,

Donald n.\?.-h;on

The White House

The President




WAR PRODUCTION BOARD

WASHINGTON, D. C,
LABOR DIVISION

March 28, 1542

¢

I EMORANDUM -
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-

Tos The President =
L

™
Fromg Sidney Hillman =ty ..5

(5a]
A ° =
=
Don Nelson hge” prepared a letter for you with respect

to Mr. Kaltenbornt,

statement that 200 bombers could have been
tuilt during the time lost by strikes in February.,

I am in
thorough agreement with Mr. Nelson's analysis of thisz absurd
statement,
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December 1, 19L2

My dear Admiral Leahy: ==

There is a serious confliet for componsnt parts today betwesn
the synthetic rubber program, the 100 octane gasoline program, and
the escort vessel program. In the report submitted by the committes

inted by the Fresident under the chairmanship of Mr. B. M. Baruch
to study the sltuation, the following statesent was mads;

*The military men must decide what things come first in war
production; but it is the duty of this Committee to point out
that, unless the flow of ma for thes construction of theme

thetlc rubber 3 is , thers will be no rubber in
6 TouD: quirter o TVRY w11 shich 5 sqitp 3 mofera Ebdistsod
army, |

"0f all eriticel and strategic materials, rubber is the one

which presents the greatest threat to the safety of our natiom
and the success of the Allied cause. Production of steel, copper,
aluminum, alloys, or aviation gasoline may be inadequate to prose-
cute the war as rapidly and effectively as we could wish, but at
the worst we still are assured of sufficlent suppliecs of these
items to operate our armed forces on m wery powerful scale. But
if we fail to secure quickly a large new rubber supply our war
effort and our domestic economy both will collapse, Tims the
rubber situation glves rise to our most critical problem."

There is no question but what if the program for synthetic rub-
ber is not given a complete green light over the 100 cctane gasoline
program and the escort vessel program there will be a delsy of from
one to three months in the construstion of these synthetic rubber
plants, and a delay in the synthetic rubber plants will in all proh-
ability bring about a crisis in the rubber situation in October and
November, 19L3.

It is needless for me to point out to you that rubber is an
all important material in furnishing the necessary transportation of
men and materials to make up the whole war program, as well as being
extremely important in the manufacture of war materiel,

I today made the decision that we would freesze 20% of the rubber

and the 100 octane gasoline plants and bring them along concurrently,
and that we would attempt to work out at once the confliet betwsen these
two programs and the naval escort ships. It is my considered opinien

S—

DECLASSIFIED
RO, 11664, Sec. 3{K) xnd KD) o (E}

S MAR 28 073
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Admiral Williss D. Leahy N

December 1, 19L2

that we can solve the conflioct betwsen these two programs and

the sscort vessels without unnecessary delay in the escart pro-
gram. This will necessarily delay the rubber prograa from one
thres months snd bring the inventory of rubber in Ootober and

Noveaber down to a dangerously low lavel.

In view of the importance of these three programs to the whols
war effort I sbould like very much to have you review my decision’ to
see whether or not you agree,

to

Sincarely yours,

{Eipned) Donr'4 4 Talaon
Donald M. Nelson

Admiral Williss D. Leahy

United States Havy

Chief of Staff to the Commander in Chief
of the United States Army and Navy

ge: The President of the United States v
Mr. William M. Jeffers

DECLASSIFIED
EO. 11662, Bec. 3(E) and 8(D) or ()
Commeros Dwpt. Letter, 11-16:74

By REE, Be8 np 2R 1973
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been such a Dirsctive will act as a freese order on the
dalivery dates requested for the equipment, im spite of triple A
ratings on other or subsequent orders. tion of such &

high
octans gas and rubber plants invelved in the Directive, There are
some sixty of them, including those to be sent to Russia, and

have besn givem relative urgency numbers from 1 to 60, The equip-

ment to be delivered takes the wrgemey rating givem to sach plaat,

so as to effect scheduling by each mamufacturer and avold confusion.

Although the equipment required for these plants is, for
the most part, in special eategories and, therefore, not in gemeral
econfliet with that used by other "elaimant agencies,” Admiral
Robinson, who was pressnt during our discussion, felt that certain

or not sush conflict would eccur, or at least to what degree it
would coccur, and my own feeling was that Admiral Hobinscn was un-
duly concermed, But I would not demy that the steps which I have
taken might, in a few instances at least, conflict in various plaante
with urgent items for naval comstruction, .

DECLASSIFIED
BO. 116862, Sec. 3(E) and 5(D) or (E)
Commerce Dapt. Letter, 11-16-78

MAR 28 1973
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Admiral Williss D, Lealy-2

You will appreciate that because of the extension ef sush

I trust that this will serve to clarify my former lestter,
Sincersly yours,

. L ia
§Signed) 3.4 N falaam

Denald M, Nelson
Chairman

Admiral Willism D. Leahy,

United States Navy,

Ohief of Staff to the Commander in Chief
of the United States Army and Navy

oo; The President of the United States
Mr. Williss M, Jeffers

BRCLARIIFTERD
BO. 11655, Sae YE) and D) or (B
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THE WHITE HOUSE

WASHINGTOMN
PRIVATE AND

December 29, 1942.

HEHORANDUM FOR
HON. DOHALD M. NELSON

After many efforts on your
part and mine, the Bamll Business
problem is not yet solve . fWhat
would you think of my asking
Jue aeunedy to have a go at 1t?
Haybe a new face and a new

approach would succeed.

. D. R.

1

DECLASSIFIED i
“‘E‘“’; E' 5; n R 28 1973
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THE WHITE HOUSE
WASHINGTON

December 18, 1942,

AEMGRARDUN FOR

HON. JaiES F. BYRWES

This Small Business problem has
baffled me, as you know, for nearly
twg years. We have not met 1t —
and I am not sure that 1t can be

ners .

What would you think of the

rather wild idea of putting Joe -
aennedy in charge of the Sm

azr Plants Corporation?
go & good job with it and he
do us no harm. In any event, ecan
Jou suggest what kind of reply I
should make to Wright Patman?

i think it would be & splendid thing to ;ut
fdemnedy in charge of this Coruorstion. 1 deubt
thut much can be cecomplizhed but she Conpres

will not Pasl shtinsf some indi

his tyoe 1o piven Lhe opportunity bo diraet Eha
elfofrs of tho corperetion.
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THE WHITE HOUSE

WASHINGTORN

Jamary 14, 1943,

VEVORARDTY FOR

SECPETARY KolNTYRE:

The follewine reply has baen recelved from the
Fresident in response to the wezzgre whieh wis disnotohed
te kir for you witr pelferorce to o r. Lonnedy's esroindment:
_-——-'-'-'-H-.‘

YFCR HAIOND. TSE PRESIDENT STATHS
130 LTEAD TITF FENVERY TO WEAD SYALT TUSIVESS.

ALY WELIN M
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; THE WHITE HOUSE /
——
WASHINGTON ) A

SR,

MEMORANDUN FOR
HON. DONALD M. NELSON

May 4, 1943.

0f course, I know that in all
probability we will not completely
meet the goals set for airplane
roduction for 1943. But I am told
e excuse will be that there is a
shortage of aluminum. This I doubt.

¥hat I wonder is whether they
are getting sufficient orders, even
at the present moment, to kee
their mills running at capaeity.

The trouble seems to be in
determining the final plams: by
the War and Navy Departments.
If my suspicions in regard to
aluminum as above stated are
correct, please let me know.

F. D - R.l

BECLIESIFIED
EC, 11552, Sec 11

____MAR 281973
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MEMORANDUM FROM OSCAR R.EWING

April 30, 1943

70 THE PRESIDENT}

According to my information, the goals you met for 1943
alrplane produstion are not likely to be reached, Tor an
excuse, you may be told that there ie a shortage of aluminum,
S0 far as I can ascerteln, this Just "ain'4 mo,"

For some weeks, the Aluminum Company of America ham not
been receiving orders in sufficlent gquantity to keep their
mills running at capacity, In March alene they piled up
33,000,000 1be, of plg aluminum and had on hand 24,000,000
1bs. of finished sheet.

It seems that Wright Fleld will not or cannot determine

the kind and quantity of planes which are to be produced; so
that proper orders can be placed for the materials regquired,
When confronted with this fact by WPB, Wright Field says thers
will be a ehortage of mluminum and laye down requirements that
are fantastic in the 1light of any past experience and then
reafuses to discuse and annlyee those stated requirements.
S0 far as WPB or Alcoa can see, thers will be aluminum capaclty
adeguate for the number of planss that can posaibly be buillt
by the plane manufacturers in 1943,

This is just to let you know the sltustion in case the

matter comes to your attemtion,




April 30, 1943

The Honorable
Jemas F. Byrnes
The twhite House
“’“Hw. Ds Cs

Dear Jimey,

Thanks for yours of the Zlat enclosing eopy of
letter of the 19th with refersnce to =y memorandum to the
Mareh 24, 1943 in which T oited facts indieating
govermmant of camned fruits and vegetables and also o8 and sug-
gested to the Fresident the sdvisubility of superimposing oi an gontrol
over purobases for the armed foroes to t
in their buying, thereby neodlessly dhyp}ﬁ;‘ wi

- :

Genersl Somervell's hﬁhﬂy" terplece. In substance

be says;: (1) laymen do mot unders ¢ ¥ = only the professionsl
soldier inows what it is all about; '{15_ 82 the Sheriff of Nottinghsm
sung in “Hobin Hood®, — W N

'g-iﬁ’a‘ % made'ouy mistake,
| 'd liks to ﬂ-rl vari s pake."

Bless their hedrts, the Afmy is not going to conoede anythingll
z-m_. however, aprarently did scme good. Shortly after
it was wri s the reledsed large quantities of mests and oanned goods
to relieye moute civiiiumn shortages. Furthermors, “sneral Somervell s
letter shys that the Armmy has recomputed its requirements for eamned
vogetables and h-u:? snd has made appreciable reduetionn; that other Eovern=-
ment agenolies are alse recomputing their requirements sc that the peroentagas
urhlha'mh'hmhthmtmhum. As to
nareotios, I mm advised that the Army has just now begun taking inventories
overy two weeks to make sure that its purchases have mcme relation to oom-

sumption.

It is possible that thess various steps may correot ths conditions
sbout whish I wrots. n the whole, the Army has dons & wonderful Job mnd it
should probably be given a chance to correet its owm absurditiss. If i1t fails
to do so and do so promptly, then the FPresident should probably superimpose
some kind of eontrol. If neither of these things are done, I think it ig
quite likely that the Malomey Bill, oreating a oivilimn supply sdministrati on,
will be ensoted. T would mmch prefer to ave the Fresident get the credit




WAR PRODUCTION BOARD
WASHINGTON, D. C.

OFFICE OF g "__‘ _
DONALD M. NELSON March 27, 1942 o s
CHAIRMAN =t oy
10 e
(34 -
z %, ¢
S 2%
. o
My dear Mr. President: =

Answering your question regarding the Kaltenborn broadcast,
I cannot imagine how Mr, Keltenboern arrived at the conclusion that
200 more bombers could have besn tuilt during the time lost by
strikes in February of this year. Certainly there is no data avail-
able in the War Production Board which would permit a conclusion of
this kind,

We have just made an extensive study of the strike situation
in February and find only two stoppages which would have any measurable
affect on aircraft production, namely in the manufacture of aircraft
castings at the Detroit plant of the Aluminum Company of America
where approximately 5,400 man days were lost and in aircraft welding
at the Boeing plant at Seattle, where it is extremely difficult to
determine how many man days were lost although it is believed to be
a small number because other welders took the places of those who
stopped wark,

Naturally, the above two strikes and certain smaller ones in
connection with the manufacture of propellers, bearings and turrets
have not aided production, but after a careful study of the situation,
I am unable to find any evidence that strikes during February prevented
the completion of & aingle bomber more than was sctually produced.

The total production in February was 13k four-engine bombers, LBl
two-engine bombers, and 1l one-engine bombers,

Another way of looking at the matter is that during the month
of February a total of something less than 500,000 man days of labor
were lost in strikes of all kinds including restaurants, beauty
parlors, etec,, and even making the extreme assumption that all of
this labor could have been utiliszed in bomber production, when it is
considered that it takes at least 50,000 man days to make a bomber,
not more than ten additional bombers could have been produced,

Sincarely yours,
Dr.mll: u\.'}“.i.w
Chairman

The Fresident
The White House
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WAR PRODUCTION BOARD
WASHINGTON, D. C.

@ May 13th, 1543 IN REFLY REFER TO:
PHE Wil TE HOuSE
K., < Py *
The President, 43 0:PH3
The White House. RECEIVED

Dear Mr. President;

In my latter to you under date of ety I
outlined the understandings which had been reac
Admiral Land and Admiral Vickery, and Mesars. Wilson and
(dbbs with respect to the controversial question concern=-
ing the propulsion equipment to be used in the Victory
type shipa, - .

The investigation which has been made pursuant
%0 the understanding reached by the group referred to hes
confirmed the position taken by Mr. Gibbs. It thus appears,
by standardization of turbine and gear equipment for all
types of naval and merchant ships, it will Le possible to
supply the full number of turbines and gears required for
the Victory ships which will be built in 154l,

At & meeting attended by Admiral Land and Admiral
Vickery, and Messrs, Gibbs and Wilsen on May 12th, the
solutlion arrived at was considered entirely satisfactory
by Admiral Land and Admiral Vickery, who expressed appre-
ciation for the result, which will insure Victory ships of
higher speed, greater economy, greater carrying capacity,
and the avoidance of hazard assoclated with the use of a
Lentr engine of untried sise in a multiple shipbuilding

Program,

I believe that the above circumstances fully jus-
tify the necessity of an over—all coordination of shipbuild-
ing by the War Production Board as between the Army, Navy
and Maritime Commission.

l. Halm
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: WAR PRODUCTION BOARD /-
WASHINGTON, D. C. U_...ﬂf

April 30, 1943

IH MEFLY REFER To:

Tha President
The White House

Dear Mr. President;

Following your telephone ingquiry of yesterday morning
to Mr. Wilson, & confersnce was held with Admirals Vickery and Land
and Mr. Gibbs and the matter of the Victory type ship was discussed,
particularly with respect to what has become a controversizl question,
namely, the type of propulsion equipment to be used in approximately
300 of the total mumber of 500 of these ships projected for 154l con-
struction.

Admirals Land and Vickery conceded that the geared turbine
ship as suggested by l¥r. CGibbs would be faster and more economleal
in fuel consumption than the Lentz engine driven ships and would thus
remove the hazard of using an engine of untried size. The only dif-
ference of opinion was whether industry could furnish the necessary
mumber of turbines and gears required. NMr. Gibbs contends that if
certain steps are taken to promote the maximmm standardization of
turbine and gear equipment for all types of Naval and Merchant shipa
resulting in great economy in facilities and manpower, it may be pos—
5ible to supply the full number of turbines and gears for ths Victory
ships which will be built in 19,

The Combined Chiefs of Staff have recently appointed a
Combined Shipbuilding Committee (Standardization of Design), of which
Admirals Iand and Vickery are members and Mr. Gibbs is the Chairman.
This Committee, with the concurrence of Admirals ILand and Vickery and
under the direction of Mr. Gibba, had initiated 2 complete industry
investigation to definitely determine whether turbines and gears could
e made available for all the Victory ships tc be built next year.

In view of the foregoing, yesterday!s conference drew up a
gstatement that I incorporate for your Information:

It was unanimously agreed that if the investigation
currently under way, which will be concluded May Bth, develops
the fact that the turbine and gear industry can produce the
500 turbines and gears %o meet the program of 500 Victory
ships which the Maritime Commission contemplates producing
in 194k, this would be a more desirable construction to adopt
than the use of Lentz engines for these Victory ships,

DERCLABSIFIED
m RO. 11664, Bee, A(K) nnd K1) or (8]
Commearcs
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"This means that 300 simplified turbines and gears will
be supplied, in addition to the turbines and gears to be sup=
plied for C-1, C-2, C-3, and C-l's already contracted for by
the Maritime Commission; it being noted that about 200 shafts
arg already earmarked for Victory ships, That is, a total of
500 shafts for Victory ships,

"It was further agreed that the above group (Admirals Iand
and Vickery, Messrs. Gibbs and Wilson) will meet on Tuesday,
May 11, to receive the repert, and, in the event that this
report does not develep the fact that sufficlent turbines-and
gears will be available in 194l for the above-mentioned 500
Vietory ships, then it is further agreed that there will be no
further objection on the part of the Controller of Shipbuilding
to the use of Lentz engines to make up the deficit in turbines
and gears required for the above Victory ship programt,

I understand that it is the War Production Beoard's responsi-
bility to resolve questions of this kind, Past experience has con=
clusively proven that there cannot be three major agencies designing
ships and contracting for them without some centrdl agency to review
and coordinate the projects and resclve questions of standardization,
critical materials and components, as otherwise sericus interferences
between the programs is bound to ocour with a consequent loss of pro—
duction control over all.

If the various agencles are o proceed, each according to
its own views, chacs with respect to over-all shipbuilding would re-
sult, and particularly in the supply of common components; then ob-
vioysly it will be impossible for the War Production Board 4o coordinate
the requirements of critical materials and manpower of shipbuilding
with corresponding requirements of the other important vital programs,

Hespectfully,

Donald M. Nelson
Chairman

Samm———

DECLASEIFIED
EO. 11661, Bec. B(E) and 5D) or (E)
Commercs Dept. Letter, 11-15-78
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THE WHITE HOUSE
WASHINGTON

May 19, 1945.

MEMOHANDUN FOR
HOt . HaIRY HOPEINS

FOI YOUR INFORMATION AND RETURN
FOR MY FILLS.

F.L.H.

. Seeret letter from bonald Nelson to the
tresident ay l4th re survey ol material
requirements for the 1943 meao. Refers to

the rFresident'!s isewo of ilay 4th
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THE WHITE HOUSE N 17,
AN
WASHINGTON x;s

1{}’,
May 19, 1943.

AEMURANDUM FOR

HUN. HuHAY HOPRINS

FOR YOUR IHFORMATIUL AND RETURN

FOR &Y FILES.

T S




WAR PRODUCTION BOARD
WASHINGTON, D.C.

OFFICE OF -
DONALD M. NELSON iWE WHITE HOUSE

May 1hy 133 17 9, M W)

“ RECEIVED

Dear Mr. President:

In anawer to your mesorandum of May L,
I had hoped to talk to you about this.

We have made a most careful survey of
the material requirsmsnta for the 1913 program,
and wa have given the Army and tha Navy assur-
ance that there will be material snough for
their original 8-L program (107,000 planes) if
they want the planes. There 1s no surplus ef
alwminum either in ths form of ingot or extrusions,
but we are sure that with careful control and the
proper distribution of inventories, the production
program can be met. However, there are certain
types of planes which the Army and Nary are now
making on which they desire to reduce the pro-
dustion schedules for various reasons and give
preference to certain other types which are morse
desirable from a tactical standpoint. We will
see to it that the aluminum is made avallable.

Respectfully,

Ll e o

Donald M. Helson

The President
The Whits House

Dﬁ}l.i'-EEII ED )
;) nnd B(D) oF
RO, 11663, Bec. 808) 20 1l
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(1741)  Signed originals of thase letters returned to Hon. L. Hopking -
. for forwarding, 9/13/43. D Nelowrrn Keldeon
has :

fapteabnr 11, 1943

Deaxr Aduiral Leaby:

For your information and that of the Chiefas
of Btaff, I snalose herewith coples of letters
which I have just plven to l&r. Donald l. Nelson

wd widoh are self-mplanatory.
Sinooraly,

¥RANKLIN D, BOOSEVELE
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faptesber 11, 1943
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Signed originals of these letters returmed to Hom, Harry L. Hopkins
for » 9/13/43, -
n .
The Searwiary of State

(1741)




: |

oL
i .wwm b

3 mﬁ, =
_ wm m
m_ Z.w...

o [
H m m I} I m
m i m:m i m

(1741)




i

PSF WPR: ~ MlomTildy

THE WHITE HOUSE
WASHINGTON

June 2, 1842,

MEMO:ANDUM FOR
JACK CARTER:

For your confidential in-
formation and rn_turn for our filea,

F.D.R,
el

Report on synthetic rubber "seandal"
from Don Nelson fo the Pres, 5/26/42

kx}t]fwt nibowed_ 5 v Yot Gl
‘jﬁﬂia X
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letters roturned to Hom. Harry L. Hopkina

B8igned originals of thess
for forwurding, 7/13/42.
hmn

(1741)

feptomber 11, 1943
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(1741)  Signed originals of these letters ruturned to Hon. Harry L. Hopkins
for forwurding, 7/11/41,

has

September 11, 1943

ZBANELIN D, ROOSEVERZ




THE WHITE HOUSE
WASHINGTON

Septerber 10th
LG 4 2

MEMORANIUE FOR

KIES GRACE TULLY
Denr Grace:

Donrld Helson 1= very onxious
to get these signed and relurned ot

onice becnuse he is leaving on the

12th,
' Sincerely,
% -’l‘n' J e
I|'I1JI—M‘..LJ| }‘/. fli'll'l'-‘?eJ."In—-.}
HAREY L. HOPKINS
AHcls,

Letters for
the Prasivent's si nature
to Aadmirnl Leuhy
aenarsl arncld
adnirpl Stundley
deneral Devers
coneral Lisenhower
The Secretary of State
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WAR PRODUCTION BOARD
WASHINGTON, D. C.

nﬂ?ﬂ;ﬁ:mn M September 18, 1943
CHATRMAN U

ifehs

Uy dear ¥r. President:

I want to thank you very much for signing the -
documents authorizing my trip to England, North Africa,
and Russia,

I would have liked to talk over several matters
with you before I left, but I know that ¥ou were very busy
finishing off the very excellent message you sent to Con-
gress, and I fully understand just why General Watson was
net able to arrange an appointment,

Mr. C. E, Wilson will carry on during my absence
and T am sure that you will be perfectly satisfied with the
way he runs the War Production Board,

I shall refrain from discussing any details of
my commission and upon my return T shall make my report to
you,

Respectfully yours,

Donald M. Nelson

The President

The White House
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Dear Jesse;
I would appreciate it 1f you would not give
any publicity to the attashed letter until after a
wwnﬂmwmﬂﬂ“
you to discuss soms aspects of the contraet, They
expect to have a man here Tussday, Februsry 15.
L #hall be glad to help in sy way that I

Sinoarely,

Donald K. Nelson

The Honorasble Jesse H, Jones
Secretary of Commerce
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Sioeeraly,

Denald 4, Melsen
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WAR PRODUCTION BOARD
WASHINGTON, D. C.

OFFICE OF
DONALD M. NELSON Februaryll, 1944
CHAIRMAN

Dear Senator Truman:

In answer to the inguiries made by your Committes in its
letters to us of January lhith and 31st regarding the Kalser-Hughes
cargo plane, I shall do my best to plve you an overall summary of the
situation as I see iy at this time.

In Yaw 1542 I set up & Cargo Flane Committee, composed of
repressntatives of several of the government agencies concermed with
the movement of cargoes by airs ifBny different reasons had been
previously advanced in support of thls move, but the one which was
uppermost in my own mind, and which I considersd tc be the principal
basis for my actlon, was a conviction that the military had not, up
to that time, evidenced an adequate understending of the grecat poten—
tial need of the cargo plane, either in absolute terms of quantity
and quality or in relation to other tactical aireraft. Looking ahead,
above all, to the day when we would toke the offensive, it was easy to
see that we would need large numbers of carge planes, sspecially those
of longer range for use in the Pscific. Military operations in tha
air, such as the transport of troops, front-lipe supplies and egquip=-
ment, the evacuation of wounded, and, in fact, the use of air task
forces on any scale at all'would clearly require a cargo plane fleet
of much greater cRpacity and range than what was then programmed.

The need to vndertake such operations was likely to crystallize with
zreat suddennasse Thus, it seemed wise and prvdent to make the best
possible preparations beforehand through greater produbtion of the
more efficient types and by vpushing the development of better and
longer range planass

-

With these thoughts in mind, then, I established & Cargo
Flane Committee, and in July 1942, after nearly two months of most
intensive work, the Jommittee submitted its report. Amonz other
things jft' recommendsd that greater impetus be given to the develop=
mant of ‘larger and longer range cargo planes. A copy of the report
wag sent to your Cormittee.

At that time the princival interest in the development of
the larger tipe of carpo plane was displayed by lMr. Henry Kaiser,
whe presented strong and cenvineing arguments, coinciding with those
already used by owr Cargoe Flane Committes, for undertoldng such a
developmants After detailed discussions with lMr. Kaiser, his
assoclate Mr. Howard Hughes, the Army, Navy, Civil Asronautics
Administration, National Advisory Committee for Aeronautics, and the
e aircraft industry, I requested lir. Jesse Jones to aeffect certain
BUY gm.hﬂm@ o )
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The liocrorable Harry S. Truman -2- February 1}, 194l

arrangenents throush the Defanse Plant Corporation with iessra.
¥Xeiser and Hughes for the design and construction of three cargo
nlanes of about a 200 ton sross weight sizs. The understandings,
which formed the basis for these arrangements and which had the
approval of the Army, lavy and otner interestsd agencles, included
the followings

ls The planes were to be consiructed of non=critical
materials, which at that time moart something other then
aluminum or stesls Presumably this was to be wood in one
form or ancther, particularly since Ifr. Hurhes maintained
that hls extensive experience with tha designing and build-
ing of wooden planes would enable him to build these large
planes as woll, if not better, with wood than with metal.

2a Ilo technical parsonmel were to be teken from manuv=
facturers engaped in the war effort, without the prior
written consent of ths respective employars.

2. The first plane was expected to be completed in
Decenber 1943, the second in I%ay 194l and the third in
Cectobar 190li.

Le The total cost was to be approximetely $18,000,000.

These were formidable conditionss It is to the credit of
agsrs. Kaiser and fughes that they acceptad them willingly, and with
cowraze and conlidence. It is further to their credit that they acreed
to dorive no profit fronm cesicming and manufacturing these three planes
Yt instead to contribute their time apd talent in the interest of what
they believed would be a major contribution to the war efforts On our
side, wa felt that this was a promising thourh risky venture for tha
povernment, albeit one that the urgencies nf the war sitauation and Xr,
Keisert's long record of suceass with exceptionally difficult undertak-
ings appearsd to Jistify.

Since its inception we have sctively and constently followed
tha progress beirg made on this prefect, working in the clesest cellabora-
tion with Mr, Turdern, Aviction Assistert to Mre Joues, and with represen-
tatives of tho CAL zZnd “ACUA. Py the end of NMarch J?lﬂ, the design work
had progressed to tha roint where 2 preliminary reneral specificetion
vas prepareds Inasmuch as this specification indicoted a number of
featurcs that in our opinion warranted careful consideration by all
intercoted povernment egencies, o jo'nt meetine wes hald early in May
of thece 2 encies and zepresentativeos of the Kaiser-iuphes Combany
Vany helpful suggestions were offered to the latter, and although the
results thay had schisved up until thzi time were perhaps not as
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H.H.
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confidential file.
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The ilonorable Harry Se Trumsn 3= Fabruary 11, 194l

oncouraging as we had hoped and expected, we did not feel that at such
an early stage In its development we had any sound zrounds for consider-
ing any basie changes in the projects

Sy Cctober, however, various subassembliss of the plene
bezan to near completlion and to show nositive signs of being considerably
hezvier than provided for in the oriszinal spacifications. This meant
that the plane as a whols ves likely to be way over its cesign weight,
thus detracting greatly from its efficiency as a vargo carrlers Con-
secuently, we decided that tha time had come when the entire project had
tc be objectively and expertly restudied and reappraised from evary
angles Mory conforencos were held, including several with lessrs,
Keiser end Hughes and their representetives to whom we wanted to give
ample vpportunities for presenting their side of the case., The problem
was fully discussed in several meetings of the Aircraft Production Board,
and on November lst the Board decided that the Kaisor-Hughes Company
ought to be allowed & further 30 days to static-test a numbsr of sub-
assenklies, at which time an exardning board of engineering experts
would Le sent to the Kaiser-Hughes factory "o determine the anginesring
feasibility of the project®,

In accordence with these arrangements the Engincerin: Examining
Board vieited the factory on several ocecasions during December and, under
date of January 15, 19Ll;, submitted its report to the Aircraft Production
Eoards A copy has 2lready been made available to your Commitiee. On
the basis of Lhe technical facts established therein, the Board reached
the unanimous corclusion that continuation of the Kaiser-hughes project
was not merited and recommended to mo that the contract be cancellad,

I have given fu'l consideration to the Boardis views and to
every other aspect of the situation. It seems to me thet three facts
stand out clearly as the key to any decision on this problem. They
2re 25 follows:

le The plane is considerably less efficient than other
already proven Cargo aircralt. MIclosed Rerewliill are four
chaTts (Exhibits L and B) and one tabulation (Exhibit C).
They are based on the findings set forth in the Engineering
Board report and on all other available authoritative data,
and show most corclusively that by =11 criteria of efficiency
the Kaiser-Hughes plane is considerably inferior to the Martin
Mars and, in many respects, to a number of other planes as well.

2+ The wooden construction is excessively heavy and
unreliatles The various weight Iigures on the Kalser-Hughes
Plans, perticularly on the wings and empennege, show dramati-
cally that woodan construction is excessively heavy, and way
above reascnably efficient levels as compared with metala
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The Honorable Harry S. Truen == Fabruary 11, 1941

And because of the large size of the plane, a new method of
wood corstruction had to be deviseds This hes turned out to
be still nishly e:perimental and very expensive. Hepeated
failures at unsafe levels, under the statie iesting so far
consiucted, have also proverd -t to be unreliable to a very
dangerour degree. Moreover, soricus gluing difficulties
have been encountered, which have raised further doubte 2s
to the meliatility of the plane's structuroc. Vhat is more,
this unfavorable experience with wwod confirms similar
gxperiences cdurirng the past year on Jdther wooden gircraft,
sueh as the C-76, gliders, and training planes. It further
substantiates the now generally accepted conclusion that in
the extremes of climate, in which American aircreft must
operate, thers ars many disadtantazes to wooden construction
in waipght, fabrication costs, meinternance anc¢ reliability.

3, The Yartin ¥ers is now being built, It is a much
better planes ALter very extensive anc jrusling tests, the
Navy has finally vroven to its ovm full satisfaction that
the Martln Yars is Ly far our most efficient carge plane.
It is also thoroushly reliable. The Navy has therzforc
recently contractec with the Glann L. Hartin Company for
the construction of 20 lars, these to be deliversa as
follows:

1 = Mareh 1945 2 - July 19L5 2 - November 1945
1 - April 1945 2 - August 1945 2 - December 1945
1 - May 19L5 2 - September 1945 2 - January 1946
1 - June 1945 2 - October 13L5 ? - February 1916

The first several Mars will be eguipped with the Tright
R-3350 engine, snd the remainder with the Prati.and Whitey
R-Li360, the same engine thai the Kaiser-fiughes design calb
for. The total cost to the Favy of these 20 Martin Mars 1s
expected to be approximately #L0,000,000.

Accordingly, I have requested Yr. Jesse Jones to teke immediate

steps to cancel the [éfense Flart Corporation contract with Kaiser-Hughes.

At the same time, I have also requestec him to invite a prompt and
reasonubly detailed pronesal from the Haiser-Hughes Company for the

developmont of the HE-1 desipgn in metal.
the experts comsulted by us, the design itself appears sound in its main

agrodynamic and hyorodynamic funcamentals and, if capable of being
successfully executed in metal, may be of value in the war eiforts A
copy of my letter to Mr. Jones on this matter is enclosed (Exhibit D)e
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The llrrorable Harry 5. Truman -5- February 13, 194k

As you may know, we heve rather extensive files on this
project, and, if at any tiue your Cormitiee wishes to mxplore the
matter Zurther, 'T shall be rlad to make then completely arailablae.

Eincerely,

\,-Q\fh.w

Donald !, I'elson

The Heoneorablas {erry S. Truman

Chairmen

Special Committee Investigating
the lmtional Tefense Program

United States Senate

Weshington, De C.
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RATIO OF CARGO AND FUEL LOAD TO GROSS WEIGHT
60% POWER AT 10,000 FT ALTITUDE FOR .3000 MILES

PERCENT

é,‘(.‘_z.‘..«nﬂ?"

gy

PERGENT

60

Corgo and Fual Welght In Percent of Gross Weight

60

P
e
Ij‘i'i-ﬁ?
paizi
Sireed]
A
e
FeEa
lrzzzz a0
dherad
——y iy
v
Ereaid (it
Ezegd Lo
PR preseey
Bizzzed  Roriz
M
PRy (e
| ey R
Cahaen ey
Pﬁﬁﬁf?ﬂ wraeed
arrrred L
iasses e
F”""ﬂ ressed
A R i A, + 20
P srieiy
P e
zzz/zﬁ s
Teeiy (e
Bzizy  keizid
A Fﬁ}'zzzj
A e
Y -
e [aezeid
Srery aasias
E.u--’zf| F)/zzzj
LR s
F.-Jrfzfl Fﬁﬁ,zzd
baieees peerss
Lhrea Lrpre
S M W

HEI JRM
1947 1947

= — TYPES OF CARGO AIRGRAFT IN OROER OF EXCELLENCE —

CHART 2

RATIO OF CARGO ONLY TO GROSS WEIGHT
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CHART 3

POUNDS OF LOAD CARRIED PER GALLON OF FUEL

AVERAGE 80% POWER AT 10,000 FT. ALTITUDE FOR 3000 MILES

POUNDS PER GALLON
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The Honorable
The Seeretary of State
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(2904) 8igned original and 1 copy of this letter sent to Hon. James N.

May 11, 29l

Iy dear Cenoral DPrett:

In the menr future L, Doneld M. Helson, Chadrman
of the War Produotion Board, 1s proceeding at my request
to Mexico and to the Canal Zone.

The purpose of his trip will be to study
production syl supply problems as they relats to needs
of both tho Armed Forecs md the ossential civilisn
oconogy of this country and of Central /merica.

I request that you make available to him and
s party every facility, including such information as
he may require to acconplish this mission,

Sincerely,

FRAHKLLIN L. KUUSEVRLE

Lisutenant Ceneral Coorge ll. Brett
L'-{‘.I'.‘I!ﬂﬂiil.ﬂc Gonaral

FPananma Canal Department and
Caribboan Dofense Cormmnd

o £ 2
-




THE WHITE HOUSE
WASHINGTON

Yy dear General Bretti

In the near futurs Mr.
of the War Production Board, is
to Mexico and to the Canal 2

ald M. Nelson, Chairman
seding at my request

The purpose of his £rip will be to study
production and supply pro as they relate to needs
of both the Armed Forces afld the essentisl civiliar
economy of this country ghd of Central America.

I raquest it

his party every fac
he may require to

t you make available to him and
ty, including mme ‘Lnfcrmt-inn’n
omplish this missicrn.

Sincarely, S0 d

General George H. Frett
General

Fanama al Dopartmant and
Caribbfan Defense Commsnd




WAR PRODUCTION BOARD
WASHINGTON, D. C.

OFFICE OF
DONALD M. NELSON June 1, 19k2
CHAIRMAN

My dear Mr. President:
Attached is the letter about which

I spoke to you today. I think you will be

interested in reading this.

Respectfully| yours,
\bagé;;lk;?”héls n

The President

The Wnite House
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THE WHITE HOUSE
WASHINGTOMN

My dear Admiral Traing

In the near future Mr. Donald i, Nelson, Chairman
of the War Production Board, is proceeding at my request
to Mexico and to the Canal Zona,

The purpose of his trip will be to study
mroduction and supply problems as they relate to neads
of both the Armed Iorces and the essential civilian
economy of this ecountry and of Central Amsrica.

I request that you make available to him and
his party every facility, including infurmatim?“ @-J
hae may require to accomplish this mission,

. ,I’
Sinceraly, _—

T tt Mk

hear Admiral Harold C. Train
Commandant
15th Naval District
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THE WHITE HOUSE
WASHINGTON

'ﬂr SE » 1’“ »

MEMORANDU% FOR
HON, DOHALD M. NELBON

From ssveral parts of the
gountry I got reports that very
few people on the farma have besn
able to get radio batteriea. It
is sald that BO% of the farmars
have no radlo Dbecauses they sannot
get radio batteries,

What would you think of
putting on a campaign to nrovide
more radlo batteries by this
Punmer sc that people oan lieten
in to the polit debDatag?

If you ocan do thise, 1
gest that you personally
o orsdit for it -- on the
alr

F. D. R,

No pupers accompanied the original of
this memorendum to Mr. Nelson.
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G JUL 22 1942

" Dear Mr. President:

I am attaching & memorandum forwarded to me from the
Office of Civilian Hequirements on the distribution of radioc
batteries which I think will be of intersst to you in further
reply to your letter of May 22, 19l);. I conclude from this
memorandum that the poorer sections of the comntry and the more
isolated sections are most out of radie contact. It should be
pointed out that this survey is a rough sample, but it does
indicate & seriouns situation.

As you know, only helf of what we regerd as the minimm
basic requirements for farm radics have been met. The Army and
Havy inform us that we are taking even these away from uses
that could be immediately made of them overseas. At the same
time military services are making every effort to preserve the
life of their radioc batteries during shipment and storage.

In the light of the military shortage, I balieve that
I have pushed the civilian claimms as far as I have any right to
push them. The real snewer lies in more production of all types
of batteries. Everything is being done to accomplish this
objective.

We are now getting all military rejects and surplus
stocks (old batteriea) for ecivilian use, which is some help.

Sincerely,
. | m
i - =,
ﬂ%//,’-/ Donald M. Nelson )

The President
The White House
Washington, D. C.




/ T o

T0s Nr. W, Y. Elliott
Vioe Chairmen for Civilian Requirements
FROM; Charles E. Noyes, Direstor /s/

Civilian Eelations Division -
SUBJECTy DHetribution of Badic Batberies.

i I now have some further breskdowms which giwe sipaifissnt in-
formation on this subjeot, in addition to the report attached to my memo-
randum sddressed to you on May 50. In that report I was able omly to make
soms plausible sssumptions about the data in relation to nom-electrified
houssholds. Yhe figures are now available from actual tabulation;

NBoo~eleotrified home: with radic
no o wo

18 percemt of the nom-electrified oity househalds which had
at least cne radio had no radio in working conditiom at
the time of the survey.

23 percent of the non=elsctrified rural non-farm houssholds
which had & redio had no radio working at the time the
survey was made,

32 percent of nom-elsotrified farm households whioh had =
radio had no radio working at the time the survey was made,

Distribution of l'luvﬂ.h:ll= #ﬁ
anlen Q d

]

68 peroent of non-eleotrified houssholds with radios are
on faras. A

58 percent of the radioc battery purchases reported in the
survey went to farmers,

20 percent of non-sleotrified houssholds having radios are
rural non=farm,

24 percent of radio battery purchases reported in the survey
went to rural non=farm houssholds.

13 percent of non-slectrified households having radios are
in oltiea of 2,600 population and owver,

17 pereent of radic battery purchases reported in the survey
want to oity families,
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& The abeve comparisoms sontain the most important informatiom
" have on distribution of redie batteries. The fellowing facts may also
be of inmkerest;

856 pereent of mnll electrified housshelds im the
United Btates have radios.

69 percent of mem=electarified houssholds hawve
radica,

86 pervent of nom—eleotrified furms have radiocs.
57 peromnt of nom=elsstrified rural mem-farm
houssholds have radies,

42 pervent of nem-elestrified oity households have
mdics.

28 perommt of all households with elsotrieity hawe
twe or more radics.

4 peroent of all nen=-elsstrified housaholds have
two or more radies,
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dFESORANDUM FOR:
The Chairmen, War Production Boord

There is quoted below & message received viz White House Yap
Room Communications Chaniels at 6:35 a.m., this dste, for trensmittal
to you:

"Hemorandun for:
The Chairmen, Wer Production Bosrd,

"With reference to your letter of June 15, I consider
that it is desirable to organize z United States technicsl
mission to the Japanese mandated islands to Eurvey as soon
es possible after the cccupation by United Stotes armed
forces, the meterial resources, including bawdte, and as
You suggest make & report thereon.

"The Joint Chiefs of Stuff have advised me thut there
is no military objection to the dispatch of a small mizsion,
subject to the ususl eonsiderations applying in caszes whers
civiliens are sent to active thesters, and provided the Ep—
provel of the thester commander is obtained. Further ur-
rengements in this conneetion should be made through the
Joint Chief's of Staff.

"Inasmuch s the proposed mission is of considersble
interest to other azencies of the gevernment (the Depart—
ment of Stale, for example) it is desired that you integrete
all such interests before you take Tinal acticn i this

matter.
eigned: Franklin D. Roosevelt."

RICHAHD Pikd, Jdi.,
Colonel, Genersl Steff.

DECLAZEIFIED
EO. 105 Bec 11 TN,

o R i
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5 hugust 1944

MEMORANDUM FOR:
The Secretary of the General Staff.

There is quoted below a message received
viz White House Map Room Communicuticns Channels
for trénsmittal to General darshall,

"From the President to General
Marshall. .

"Have sent your suggested draft of
reply to Cheirmsn, War Production Beard
exactly as you have suggested.

Signed: F.DL.E."

RICHARD PaRK, JH.,
Colonel, General Staff.

DECLISSIFIED
L EQ. 11652, See, 11
|
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THE WHITE HOUSE
WASHINGTON
July 10, 1944.

MEMORANDUM FOR ADMIRAL LEAHY

Dear Admiral:
Hay I present this to you

for your reaction &s requested by the

President in his attached memorendum?

%

EMabe




THE WHITE HOUSE
WASHINGTOMN

July 3, 1844,
MEMORANDIM FOR GENFRAL WATSCN:

Take up with the Joint Staff

and prepare a memorandum of reply.

F.D.R.
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May 21, 1942 .- :W!

/'lll'l ."1

Lt. Genersl Brehon Somervell v
Commanding General, Services of Supply ‘i . ’( - [/It 5
& L f

War Department !
'ﬂﬂhingtﬂﬂ, Da Os

i

Dear General Somervell:

This will acknowledge and thank you for your
letter of May 15, 1542, together with an accompanying "Report On Certain
Features Of The Organisationsl Problems Involved In Developing Resources
To Meet Strategic Requirements®, setting forth certain proposals re—
lating to the control of materials and to the correlation of strateglc
organization with production organiszation. Broadly stated, the pro-
rosals embody four principal elements, which I should like to discuss
separately. All are important, but one has espeeial significance. I
refer to the suggested overall arrangement for the coordination of
strategy and production. I should like to conasider this at scome
length, after first dealing more briefly with the other factors.

l. The Inadengu_a% of the Pressent Hachin% For
ntro g the Dist on o Ba

The letter and the accompenying report describe
certain wealmesses which have developed in the mechardsm for controlling
the distribution of materials. These wealmesses are real, and have been
foreseeable for some time. (Your analysis overlooks certain of the
contributing causes, such as the loose issuance and extension of PD=34
preference rating certificates by the procurement officers of the Army
and Navy, and the failure of the Services to present accurate statements
of their requirements.) For several months, the War Production Board
has recognized that, following substantial completion of the vital
curtallment progrém and the effective launching of the program of con-
version, it would be necessary to shift the primary emphasis of the
entire organization to the development and operation of a new and
uniform basis for guiding the distribution of materials. In the light
of extensive analysis and developmental work, in consultation with the
staff of the Army and Navy Munitions Board, and after preliminary
teating of new devices, we have tentatively adopted & new system for
administering the distribution of materials, to take effect July lst of




THE WHITE HousEk

WASHINGTON
June 27, 1944

EEZVORANDINS FOR THE PRESIDENT:

Wilbur Nelson asked ne to give
¥ou this letter. You will recall he
is Professor of Geology, University of
Virginia, now on leave, ang working
for the War Production Board,

You will probably alse recall that
he was selected by the National geo-
graphie Society to command a scientifie
expedition to the Soutn Seas, and a
Coast Guard Custer had been assigned
bim. The expedition was called off at
the outbresk of war,




WAR PRODUCTION BOARD
WASHINGTON, D. C.

June 21, 1944
N REFLY REFER TO=

Major Generaol Edwin M. Watson
Military Adlde to the President
The White House

Washington, D. C.

Dear Pa:

I em encleosing, in sccordance with your re-
quest, a letter to the President signed by Mr. Donald
M. Welson in regard to the proposed expedition to the
Caroline Islands and adjacent Jopanegse mandated areas.

If you wish, I would like to have an opportunity
to discuse this matter personally with you in the near
future.

With best wishes,
Sinecerely yours,
)\b‘. E ﬁ}‘m_,l\.)\ Mﬂ-{w
Wilbur A. Nelson

Deputy Director
Mineral Hesources Coordinating Division

Enclosure




WAR PRODUCTION BOARD
WASHINGTON, D. C.

OFFICE OF

DONALD M. NELSON June 15, 1944
CHAIRMAN

Dear Vr. Fresident:

neports on the Japanese Mandated Islands show larpge bauxite deposits,
gaid to he one of the major sowrces of supply for the Japanese aluminum industry.

If these bauxite reserves can be made available to thls country, they
would aid the development of the aluminum industry of our Pacific Nerthwest,
usinp hyriro-electric rower generated by povernment plants in the Fonneville
district. This development might well he brought about in time to further the
war effort, and it could also be of real walue to the postwar economy of the
country.

of the five alumima: nlants in the Pacifie lorthwest, one is owned and
operated by the Aluminum Company of Americe and ancther by the Bevmolrids Vetals
Company. The remaining three ars povernment-owned, one beinpg operated by the
Olin Corporation ancd the other twe Yy the Aluminum Company. Pour of these
olants now use alumina from plants owned or operated Ly the Aluminum Company
in the lower lississipni ¥alley. Under poacetime conditions, these Alcoa-
operated alumina plants would get thedr bauxite larpely from South America,

The ¥orthwest alumimum industry would be greatly strengthened if it
nroduced its own alumina. This requirss the necessary facilities and, if
possible, a source of bauxite rloser than the north coast ports of South
pmerics, Tt seems feasible to meet both ennditiens, if larpge guantities of
bauxite actually do exist in the Mandated Islands., The alunina-preducing
facilitins could be obtained by dismantline and shipping to the Northwest the .
rovernment-ovned alumina plant at Baton Rouse, Iouisiana, as soon as cut-backs
in the alumirur and other war considerations permit; and tho Japanese Mandates
are a shorter and cheaper haul to the lorthwest than the South America impert
routs.

virst-hand information on bauxite reserves and mining operations in the
Japanese Vandates is needed before plans can he doveloped. If the international
situation permits, this country mipht gain by organizing at once a technical
miseion to be sent to the Japanese Vandates as soon as possible after their
occupation by the armed forces, to recommend measures for obtaining aar]ly shin—
ment of hawrite to the Pacific Northwest in returning carpo ships, now largely
emptry, The commission ~ipht at the same time report on all other resources of
the ialamis.,

If you think well of this idea, T should he plad to work out recommen-
dations as to personnel, functions, and program.

rely Yours,

|
AR
T elson
The President \A
The ihite House .




July 10, 1944.

MEMORANDUM FOR ADMIRAL LEAHY q
L

Denr Admiralp
May I present this to you
for your resction as requested by the

President in hie attached memoranduom?

EMalla

-
b

= <
Ltr 6-15-44 to President from DonaldNelson re missien to
Jepanese Mandates as soon as possible afteér their occupation by
armed forces, for early shipment of bauxite. At same time commission X2
might report on all other resources of fhe 1slands., Note 6-21-./
to Gen. Watson from HAlbld .. Nelsom, ‘i[:put.].r Virector, Mineral Resources

Coordinating Livision, u QW E Lonald Nelson's ltr. Memo referring
werers to President 6-27-44 from Gen. atson. Memo from President T-3-44
"Gen. iictson —— Yeke up with the J Etaff and prevare ¢ memorandum of

renly. F.D.R.NM

x50/
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C THE WHITE HOUSE

P WASHINGTON

July 2, 1944,

EMOIATDOM FON GENEAML. WaTS0N:

Take 1p with tha Joint 2taff

and preparTe 8 memorapdum of reply.

Felafs

Memorindum lor the Tresiudenlt Ffrom

Gen. Natsan, 6/77/4d, vith attached note
to the General from Wilbur 4, Nelson,
Deputy Diractor, dinercl Aesources
Coordinntine Division, WPR, 6/21/44, with
aceomveny ing letter Tor the Prerident
from Donnld M, Nelson, £/15/42, in re
raports on the Japoness demisteu Talends
ihieh show larpe bauxite deporits, aald
te be one of the major ssurces of mipnly for
tha Jepancse aluminum industry,
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*The desperate internal economic situa in Chima makes
it essential that thls government send ooe of Lts top civil
officknls to that country at once. The purpose of the mission
would be -
1. To sscurs from Jeperalissimc Chiang Kai-Shek and his advisers ; .I
their own immediste sstimate of the situation and what might be '
done about it
2. To glve the President and other appropriate government
officlals an Independent judgment as to the immediste economio
situation with particular emphasis on tle effect of China's b
sconomy on her ability to continue with the war.
3. To make a study and analysim,with recommendations, of
China's postwar economic conditions with particular reference
to the relationship of the United Btates Government to China's
postwar economy. Proper consideration should be given to an
exploration of what part of Japan's pre-war industry could
appropriately be transferred to China.
4. And, finally, throughout the course of the visit and study
to assure the @eneranlissimo and his advisers that this nation
does not wish to dominate China's internal economy but rather to
take an appropriate sconomic interest with the full kmowledge
that China is m sovereign power and that in the long run the
Chinesa pecple should dominate their own internal sconomy.
5. The mlasion should be concluded with a report and recommendations

as to this government's economic polioy toward China, with an




=2

ix;dicltlbn as to what parts of their industrial economy would
require publiec or underwritten private loans om the oms hand,
and what parts of the conomy could be mssisted purely by
private Americal capital, and the restrictions whioh should
be placed on those investments by American citisens.
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August 18, 1944

Dear Doat

There in attached a formal letter authorising
your mission to Chima.

I comsider the whole questiom of our ecomomic

r-hu—--uhm:-hh—-rimw
to this eomntry. I am particularly amxious tha

I want you to extend to the Gemeralissime my
warmest perpomal Tegards.

I wish you great luck and will be anxiously
walting to get your cbservations and views.

Washington, D.C.

“"*«"“:;”7 thea bl f'f.cnf-— fa':.:'nn_ﬁ/‘-“—-, gl A= ‘-"r‘()
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Bugust 18, 1944
lr.‘lu-.ul. Nolsem, Chulrmasm,

" War Productica Dourd,

W' b.C.
Dear Mr. Nolsoms

1 wish that you, scting &8 ®y pervonal repressmtative,
would go to China at omece. Tour wission will be s
follows:

1. !-mmfruumrmmﬂ.luw
lndhhdvhmtluhmuu-htrih
economic sliustion smd what they think can be done about
it.

2. To give the Presiimut sud other aypropriate
government -Mmth:“uh

the immediste eccnoaic situatiocm vwith pertiouler ‘muu
on the sffect of Guima's pressat eocnony om her Ly

to continue prosecutien of the war,

to Chima's postwar sccaomy. Proper considerstion should be
glven to eam erplorution of what pert of Jspan's pre-war
industrial exports could appropriataly be utilised to fostar
Chine's sconomy.

4 To mepure the Generalisalmo aud ais sdviseras that
this mation does not wish to demimate China's internal
tconomy, but rather to taks an appropriute sconomlo interest
with the full kmowledge thutﬂhiuhlnmninm,lu
that, in the long rum, the Chilnese people should dominate
thdrr-!.ntuul-m.

(copy of owe Sullr. filil - hina fotho <t 101, )
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this year. The system will substitute for the present multiplication
of devices, which have grown up more or less independently of one
another, a single srstem for the distribution of materials based
upon the importance to the war of the products of the various appli-
cants, accurate estimates of the materdal actually needed by them to
make the products, knowledge of their inventories, and the scarcity
of the particular materials and the possibilities of increasing the
supply, or reducing the demand by substitution and conservation. By
letter of May 13, 1942, I advised the Under Secretary of War and the
Under Secretary of the Navy of the prospective institution of the new
system; solicited their further advice and criticism; and indicated
that we desired to be able to announce our decision at the earliest
possible date, oreferably not later than May 2lth. A copy of the
letter to Mr. Patterson, together with the enclosures, is enclosed
for your information.

Thera 1s another aspect of the matter which
mist be emphasized. The control of the distribution of materials
is not merely a matter of mechanism. It depends alsc upon the de-
termination of the uses to which materials are to be put, iUnless
these uses are soundly determined, no mechanism will werk, for the
mechanism must bes guided by the established purpeses. It is with
this in mind (and related considerations affecting manazement, labor
and machine %ools) that we have so drastically curtailed the production
of consumers durable goods and other goods for civilian use, and that
we are pushing our programs for the conservation and substitution of
materials. But the determination of uses has more than a civilian
aspect. It has the all-important military side. That is why I have
pressed during the past weeks for the earliest possible determinat_on
of the production program. It also explains why, in the development
of a comprenensive prosram, adjustments must be made In the light of
production factors, as well as the strategic direction of the war.
As you know, the War Production Board has been acting upon & recog-
nition of these facts. I have in mind, among other things, the Com—
mittee on Facilities and Construction which I recently constituted
with your collaboration and the sollahoration of the Navy, in order to
sereen out all new facilities not really needed for the accomplishment
of the munitions orogram. I think I may also appropriately mention at
this point our diffieulties with the stated requirements of the Services
for non-military items. You will recall, for example, that the Army's
original stated requirement for additional new typewriters for the
vear 192 was more than twice the total calewlated to be adequate for
the entire civilian economy durin: the same peried.

2. The Situation with respect %o Civilian Supply.

There is another fundamental which I believe your
suzgested plan of organization viclates. The War Froduction Hoard not
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My dear OGeneralissimo:

This will introduce to you my two very good
personsl friends, Genersal Hurley, forumer Becretary of
War, and now a Major General; and Mr. Donald i. Nelson
the head of the War Production Board.

Generazl Hurley is to be my personal repre-
sentative on military matters and you can talk to
him with the utwost freedom. His prineipsl mission
is to coordinate the whole military pleture under
you as Military Coumander-in-Chlef — your being, of
course, the Comuander-in-Chief of the whole ares —-—
to neip to iron out any problems between you and
General Stilwell who, of course, has probleas of his
own regurding the Burma eampalgn and 1s necessarily
in close touch with Admirsl dountbatten.

dr. Welson was, as I have written you, the
head of Cears HRoebuck Compeny, the largest distri-
buting company for sll manner of goods —— farm goods,
industrial goods and household goods — the greatest
business of that kind in the United States. As soon
as we got into the war he came to the Government in
charge of the War Production Bosrd and has made &
splendid record in =ultiplying American production
many fold, so that it has arrived at the point where
we are talking not only of keeping the present pro-
duction up, but of making plans for the restoration
of this produetion to terms of peace. I think that
you will find him extremely understanding and
sympathetic.

Yoy ol ot i it

Chnee "W [ dn. 3-4¥.)
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lie does not, of course, supersede the
Cecretary of the Treasury in matters of finance,
but he has many original ideas and will quickly
understend your econoaic poliey.

! In the case of both of them, I want you
to feel free to talk to thea frunkly, as they are
both literslly uy personal representatives.

Good luck —— snd kKeep up the good work.

Always sincerely,

FRABKLIMN O, BOUSEVEET

Generclissimo Chiang Kal-shek,

Presifent of the Republie of China,
Chungiking, Chins.
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MEMORANDUM FOR CONFZRENCE WITH HELSONM

1. Wilson haa resigﬁad for the remson that he states he camnol
sontinue to serve becouse of lrreconclilable dissentions within the
Sourd.
. These dlssentions have goue on [or many months and sre the
constant cause of erltlelsm In press and radio.
3. The President must give sll of his time to the conduct of the
war ageinst owr enemies end cannot devote hle time to a minor, but
irreconcilable,war within one of his administrative agencles.
b The immediate situation with its widespread publiclty could
well damsge, irrevocably, Mr. Nelson's usefulness on the China mission.
The China mission is witally important. It will toke at lemst four
to six months.
Se The Presldent, therelore, believes that Nelson should resign
with Wilson in an atmosphare of friendly dissgreement, giving the
dregident a chance to nppoint a new Director m&amtaly; NHelsom to
have hls mind relleved of 2ll the headaches in the War Production "

Hoard and give his full time and attention to his mission 1n China.

DECLASSIFIED HeiMy
EQ, 11657, See. 11 \
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THE WHITE HOUSE : &,’»;'

WASHINGTON
Beptember 23, 1944.

MEMORANDUM FOR
GENERAL WATBON:

The President does want to
ses Donald Nelson on his return

from China.

G GaTs




THE WHITE HOUSE
WASHINGTON

Beptember 23, 1944.
MEMORANDUM FOR THE PRESIDENT:

What instructions do you wish
to leave -- and with whom -- for Donald
Nelson in case he returns to Washington

during your absence?

G.G.Ts




THE WHITE HOUSE
WASHINGTON

September 21, 1944

HEHORAIDUI! FOR:
THE PHZSIDENT
IN EE: DONALD VELSON

I think 1% is advisable that you should see lir, Helson
a8 s0oon a8 possible on his return, He stands for a
symbol with mony businessmen and hes a strong follow-
ing on the Hill and with Labor. A4 slight in this

respect might be politically hermful,
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ODotober 6, 1944

MEMORANDUM FOR: The Prasident
-—

FROM: Jenathan Daniels 9—

I have learned that Donald Welson has
bean asked by the Democratlc Mational Committea
to make important campaign speeches on the net-
worka, He is most wllling to meke the apeeches
but ha feela that he is in an amlward sltustion
on account of the uncertainty of his present
status. I gather that he doesn't want to mpeak
as ex—chalrmuen of the WMar Production Board but
that he is nothing else yst and still not guite

a private citizen. It would be wvery helpful if
hig new job could be defined now.

The most impartint of the proposed
speeches for Mr. Nelson iz scheduled for October
22nd and it is necessary to make the announcement
aoma time in advance.
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- THE WHITE HOUSE
WASHINGTON

]
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Oetobor 7, 1944

IERDRAT FOR THE PRESIDENT
Dear Wr. Prealdent:

This is the job Don Helson
wanta.

I don't sea how it could be
done unless you, perscnally, see
Hull sbout 1t.

I have a feeling that you
would be subject to some politienl
eriticism on o faney title 1lke
this outslde of the Stnte Department.

Don zcems to be wvery =mxious
te get en snawer on thia,

H.L.H.
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DRAFT - October 3, 1944

My dear Mr. Nelson: s

I hereby appoint you as Personal Representative
of the President and Ambassador Extraordinary and Plenipotentiary
at Large of the United States of America,

In this capacity you will advise and represent me
in our broad economic relationships with other nations s with
respect both to the war and postwar periods. You will also
undertake specific assignmente and missions which T shall
designate from time to time, and you are empowered to obtain
from existing government agencies such assistance as you may
require.

I feel confident that your work in this new post
will be of the greatest benefit to this country and to the post-

war worlds

\ Sincerely,




-

wie

only has responsibility for production of materiel for war, but also
for the production of the necessary material for the essential civilian
egonomy. It is & faot that no war program can go forwerd with the re-
quired speed unless the essential oivilian services are maintained at
the same time. Transportation and communication systems must be

sound; the health, police and fire services of our mmicipalities must
be maintained and the minimum needs for the sconomy must be met; other=-
wise no war program cen be carrlied forward in any country. In my
opinion, it would be a fundamental mistake to put the apportionment

of materials for the sssential civilian economy under the military.

3+ Orpganizational Changes Within
The War Production Board,

The War Production Board has recognized that
the substantial completion of the ocurtailment progrem, and the adoption
of the new system for controlling the distribution of materials, will
require & radical reorlentation of the work of the War Production Board,
and corresponding changes in its organization. Helated cheanpes will
be necessary in the procedure of the Army and Navy Munitions Board and
the procurement arms of the Services. Your suggestion for the reor=
ganization of the Requirements Committes, and for the formation of
comuodity committees, is helpful, end corresponds in certain aspeots
to plans which we have under consideration. I have asked Mr. Knowlson,
the Director of Industry Operations for the War Prodwtion Board, and
Mr. Batt, the Chalirman of the Regulrements Committee, to discuss this
aspect of the matter "further with you and Mr. Eberstadt.

4. Proposed Overall Arrangerent For
Correlation of Strategpy and Production.

As I have indicated, this phase of the propossl
seoms to me the most fer reaching and fundamental. With the nesd for
perfecting the mutual coordination of stretegy snd production, I em=
phatically agres. For the rest, however, yowr proposal sesms to me to
be basieally in error.

: The report on page 2 refers to the "coordination
of strategy and the utilization of aveilsble industrial resources",
On page 6 it refers to the "formulation of strategic decisions on the
basis of availability of industrial resources". At the foot of page 6
and on page 7, it states that the Combined Chiefa of Staff must "take
into account not only purely military questions but alsc ssonomie
factors", and that the "responsibility for establishing policies to
govarn the mobilization, use and apportionment of resources is essential
to the fulfillment of their primary mission". In my Jjudgment, these
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Oetober 31, 1944.

WEMULALDUM FUR THE PRELTILUENT:

I culled Donsld Nelson te tell him
you thought 1t would be helpful if he would
meKe & speech for Hob Wagner in New York.

He explained to me lie had been asked by

at least & dozen EBenators and Congressmen

to make speeches in their respective states,
lneluding Scott Lueas, of whom he is very
fono. He has turned them all down and e
does not feel he ecan make & gpeeel. Tor Sen.
Wagner.

He wanted his ali-out effort to be
for you and ncthing to detract from it.
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Decsmber 20, 1544

My dear Mr. President;

This is my report to you on my work in China
this sautumn., As I cabled you from Chungking on November 22,
the situation there has undergone marked improvement,
partioularly with respect to the cooperation between the
Generalissimo and our military forees. It is clear, however,
that China is passing through her greatest orisis of the war.
Most of our military amuthorities in China believe that if
the Japanese are able to press their drive through Kweiymng,
they will direet thelr next thrust sgainst Kumming, rather
than Chungking., If Kusming were to fall, it is gemerally
agreed that Chinam would oesase to be an aotive belligerent,
Under those conditions, there im no doubt in my mind that
at least an additional year and possibly several additional
years of warfare, with an expenditure of many Ameriocan lives,
would be required to beat Japan mnd liberate China.

Fortunately, the Generalissimo is working energet-
ioally with General Wedsmeyer to halt the Japanese advance,
If they are sucoessful--and I think they will be--steady
progress from defensive to offensive warfare should follow

in the Chins theatrs.

'\

DECLASSIFIED
EQ. 11662 Boc. 5(E) and 5{D) or (B}
Dapt. Latier, 11-15-74
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My main effort im Chime to date has besm comeentrated
on measures of immediate benefit to the war effort. During my
visit to Chungking in September, I was disturbed by the wide-
spread postwnr thinking in offioial oireles, and by & relative
lack of comstructive war effort. This situation, I am glad %o
report, has been largely oorrected. China's goveroment is now
throwing its weight into the job of winning the war. In my
many talks with Chinese leaders in November, postwar questions
were put aside by mutual agresment. With your approwval, I
shall reserve postwar disoussions in China until the Chinese

war effort is farther advanoced,

Hnd:l.!‘l on China's War Effort

China's ability to wage war, as I found it in my
Septanber visit to Chunglding, was deteriorating rapidly.
General Wedemsyer has no doubt reported the tragie defects
in the leadership, training, equipment, and supply of the
Chiness armies. The long persistense of these defects was
dus ina large part to the attitude of the Minlstry of War,
which elung to traditionmal practioss in the faoe of Lsmiment
disaster,

Prier to the cabinet changes in November » this at-
titude was characteristic of most of the Generalissimo's

sabinet. The ehief officials surrounding him rested on the
Assumption that the United States would defeat Japan, and

DECLASSIFIED
E.0. 11652, Boc. (k) and KD) ar (K)
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that China oould do little to help. Attsmpts to bring
about ocooperation between the National Government and
so-oalled Communist China were sternly resisted by certain
key ministeras. Although these ultra-conservative offioisls
were cbedient to the Generalissimo, their influsnoe upon
him was profound. Most of the news that reached him was
filtered through their offices.

While the Chinese govermment persisted in a
stand-pat military and political policy, her war sconcay
steadily disintegrated and production deolined. Chinese
arsenals have been operating ln the midst of war on only
BBX of oapacity. Operating rates of most other industries
have been even lower. The steel industry has been operating
at less than 20% of ospacity.

Another faotor undermining China's war effort has
been her vioious price inflation. It has made hoarding
profitable and produstion unprofitable. To meet swiftly
rising ocoats of raw materials and labor, fsoctories were
foroced to raise prices, and China's war procursment agencies
were unable to meet those prices. The bad price situation
has been further aggravated by uneconomiocal production
practices in key industries.

Moreover, the Chlnese Minlstry of Flpance mnd the

four goveroment banks had established an excessively "tight"

polioy. Funds allocated for Ordnance Procureasnt werse
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insuffiolent to keep srssoals and other war plants cperating
at full oupaoity. The government banks had sstablished
interest rates of over 40% per annum, together with ocertain
outacded practices which mmde it virtuslly impossible for
war industries to borrow,.

On another side, China's fesble war production
effort was handicapped by her unbelievable transportation
difficulties. As you know, there are only 6,000 trucks in
Chioa mnd those old and in bad condition. Free China is
also desperately short of planes, liquid fuel, usable
volling stook for the country's (ew pmall and unconneoted
railroads, and spare parts,

The economio war effort of the nation was poorly
planned and entirely unocordinated. Chinese Ordnance procure-
ment officers made little use of plants owned by other agencies
of the govermment and by private sources. Government depart-
ments had no meohaniasm for cocperstion with each other or with
private industry in the war effort. Prooursment was plece-meal.
Gtatements of requirements by govermment departments were
non-existent or completely unrealistic. No system af priorities
existed, nor any mechanism to subsidize high cost production of

sssential materimls such as iron and stesl,

Along with the military and economio vitality of the

pation, the morale of the Chinese people was being drained wway,
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In Septamber, I found the oivilians of China wavering
betwesn resigned reliance on the United Btatss to dafeat
Japan, and bleak pessimism., Their will to vietory
withered for lack of strong moral leadership. In the
educated, salaried middle olass, which has been nearly
rulned by the inflation, resentment of hoarding and
speoulation by the weslthy, :ml of offieial corruption
had been ateadily growing,

In recent years, leaders of the country, from
the Generalissime down, have been unable effeotively to
rally the people to the war effort. It must be kept in
mind, too, thet the civilians of China receive 1ittle
war news, largely because of lack of communication. For
the most part, they have no feeling of participation in
the war. The lack of an army postal system and prevailing
illiteracy virtually prevent communication betwsen civilians
and soldiers.

Although the Qensralissimo is highly respected
and widely regarded as the one man oapable of holding China
together, there are many rumors of disaffeotion amonyg
powerful provineial leaders, For exanple, the alleglance
of the Governor of important Yunnan Province, Gensral
Lung, is reported to hang by a thread. Such rumors, whether

true or not, depress morals.
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Aokion Talosn

It was olear to Gsneral Hurley and to me, as
we faced the situation in Beptember, that if China was
not to drop out of the war ms a belligerens, she had to
move rapidly. Bwift aoticn by the Generalissimo was the
goal of the talks which we had with him in September.
Such motion obviously required the olosest cooperatiom
with the representatives of this country. TYour appoint-
ment of General Wedsmeyer to the gcsmand of the China
Theatre, your subsequent appolntment of General Hurley
as Ambasssdor, and the arrival of the Amerioan war pro-
duction mission in China, laid the ground work for a
number of signifiocant measures, sinoe put into effect:

1. Aotive steps were taken to cheok the

Japanese advance. The diversiom of Chinese

troops from the border of Yeman Provinoe to
the fighting some in Kwelchow suggests a
shift in attitude of the National Govermment
toward the Communists; while the movement of
Chinese troops from Burma to Ewelohow was the
work of the newly established military ecm-
mariin China. The latter development was
made possible only by oloas scoperation
among the Chiness, Americans, and British.

In talks whioh I held at Gensral Wedemeyer's
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requeat with raniing American and British oom-
manders in Oaloutta and Ceylom, I found a
healthy undsrstanding of the Ohiness military
situstion, and & willingness %o make far-reaching
changes in csmpalgn plans, so as to give full
oooperation to Gemsral Wedsmeysr. Of great im-
portange alsc is the fact that the Chinase
Bervioce of Bupply has now been put under the
comzand of General Wedemsyer.

2, The Chiness War Productiom Board was

antablished and is funotioning., In

September, I obtalued the snthusiastlc
agresment of the Generalissimo to creats an
agenoy in the Chinese government to plan

and coordipate Chinese war production and
rﬂll.hd soonomic sotivitien. I‘n].l.u.d.n;

your approval in our Washingbon comversatiom
of November 2, I returned to :hj.m*_rithn
small group of men who have had long experience
in Aserican war produstiom. Qur .ﬂrlt step wae
to work with a group of Chinese officials headed
by Dr. Wong Wen-Hamo, Minister of Boonomies, to

draft the basic law for a Chinese War Produstion
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Board. This law, which grants very wide powers,
was immediately approved by the Gensralissimo,
and has sinoe been passed by the Executive and
Legislative Tuans. We worked olosely with
Dr. Wong on organisation and poliocy, partiei-
pated in working up firm ordoance requiremsnts
for the Chinese Army, end aided in winning
cogperation for the Chiness Jar Produstion
Board from sll Minlstries of the Chinsass
goveroment and from leading finanoial and
industrisl groups.

For the firet time, the Chinese sconomio
war effort is now coordinated. Two membera
of the staff of the American War Production
Bosrd have remsined in Chungking to aot as
my dsputies in further advising the Chinese
Viar Production Board on problems of polliey
and operation. Bxcellent arrangesments also
have been made for close lialson between the
Chinese War Production Board and U. 5. Army

Ordnance, repressnted in Chungking by officers
of high mbility.
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8. An American techniocal production miseion has

begun work in China. By arrangement with the

Forelgn Yoonomio Administration, on my return
*to China in Novembar, I brought with me six
Amarican production specialistas, five of whom
are oxports in steel production, one in
aloohol production. These highly gqualified
man immediataly began to visit Chinese
industry and to study production methodas
thers. They will work with Chinese plant
managers and government officlials over a
pariod of thres momths with a view to
inoreasing cutput, improving quality,
and reducing costs. Attention was fooused
at onoe on measurss to cbtain immediats
inoreased production of entrsnching tools,
small arms, trench mortars and ammunition
nesded by the Chinese Armles.

4. War produstion requirements have been financed.
The four Chiness governmsnt banks have contraoted
to leand 10 billion CNC to the Chinese War Pro-

dustion Board to finanoce essential productiom

The urgent need for additional working oapital
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