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POR CORREO AERLO 

20 de enero de ::L \' 

L 
R.E. Ng 44 

J ... 4 f IUatfbL 

' ... 

_T.§.l).F--0 Al honor a la. jynAqente 
,..:J .A\ 

un informe al esfuérzo de guer a de Estadqs 
....... 

• . J 

Unidos, \ e11._viado al Co:p.gre so por e 1-: . ñor James . Jitf!.pne s, 

Director de :rv' ovilización ' de Guerra 'yJ Reconversion. · El . . . 
' ,t 

informe pasa revista .a la si·tÍ{ación de la industria béli-
l, " 

ca norteamericana, comparando su actual producción total 

con la obtenida en de paz. Las cifras ¡ 

cas dan cabal idea de la extraordinaria 

capacidad productiva de país. Destaca Byrnes, en la 

carta "ádJ t'aT -e1- aL ..hecho de s 
j ,.. • - 1 J. \ 

' '- • jo 

resultados obtenidos por Jas norteameric.a han 

( ·a. 1 d o ogra os 

haya sufrido; por el Flevado 

lidad que en el año 1929 anterior a la crisis. 

iÓn 

El informe estudia, entre otras, las si-

guientes cuestiones: movilización y reconversión, estabi­

lización económica, agricultura, transporte, transporte 

marítimo, viviendas, etcétera, etc. 

Aprovecho la oportunidad para saludar a 

V.E. con mi más alta y distinguida consideración. 
1} 

\--. '-!!\--¡/(__ ,- -- • -- r- . / 

{ 

Anexo. 

el Señor Ministro interino de Relaciones Exteriores y Culto, 

Doctor César Ameghino, 

BUENOS AIRES 
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o de t\egocio ; 

Ten0 o r. d J cusar rec o 

de su nota nQ 44 del 20 de cn::n·o F S :idO, con la. que 

remite un info rme relaL·vo al e' fuwrzo de guerr ae 

los . ·.J ta os Unidos de Norte !nér ·e • , env1aoo 1 Con­

gre:.::o por el ser jor James 'i'. Byrnes . 
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LETTER OF TRANSMITT AL 
Ü FFICE oF WAR MoBILizATION ANO RECONVERSioN, 

Washington, D. C., ]anuary 1, 1945. 

The Honorable SPEAKER OF THE HousE OF REPRESENTATIVES. 

DEAR MR. SPEAKER: As Director of War Mobilization and Reconversion 
I hereby submit my first report, required under the War Mobilization and 
Reconversion Act of 1944 as of January 1, 1945. 

It is essential to an understanding of the problems confronting this 
country in all-out mobilization for war and in the later transition from 
war to peace to review the major accomplishments of our war effort in 
comparison with our achievements in normal times. Therefore, in this 
report I have tried to sum up these accomplishments and in this sumniing 
up, compare the accomplishments with our · peacetime attainments. I be­
lieve that in this way we can see clearly the problems which still lie ahead. 

I think also that such a summaty migh t clear up sorne of our present 
doubts and uncertainties. M uch has been said about confusing and con­
flicting war statements. This is inevitable in the pressure of accomplish­
ment. Victories lead to optimism. Setbacks, which apparently prolong 
the war, lead to fear, anxiety over loved ones, and pessimism. 

The truth is that our soldiers at the front today are not short of 
ammunition and supplies as a result of any production failures. However, 
they may be short a few weeks hence if we fail. If they are to freely use 
what they now have in order to save human lives, they must know that 
more, in abundance, is on the way. 

This nation can be proud of what it has accomplished to date with the 
cooperation of industry, labor and agriculture-of all the people-under 
vigorous Government leadership. 

We have reached a rate of mumtions production in excess of 
$64,000,000,000* per year while maintaining a standard of living higher 
than that which we enjoyed in 1929. We have attained this rate of war 
production without any over-all reduction in the consumer supplies avail­
able to the public. To accomplish this, we have invested more than 
$20,000,000,000 in new or expanded industrial plants. 

We have added 18,000,000 persons to war activities. We have armed 
and equipped the most powerful naval and air forces in the world. We have 
armed and equipped one of the largest and one of the best armies that the 
world has ever seen. 

*l\Iunitions da.ta.-Augu•t 1943 prices. 

624232-45--1 
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We have exported to our allies goods and services valued in excess of 
$24,000,000,000. This aid consisted not only of munitions but of materials 
and equipment i:o increase their industrial output and food to replace their 
losses in production or in other food sources. 

We have had two years of almost unparalleled success in our military 
operations against strong and powerful adversaries. These adversaries are 
still dangerous. And thus, in spite of all that we ha ve accomplished to date, 
we still have more to do. Our forces in the field need more guns, more 
ammunition, more trucks, more tires, more ships, more airplanes, more 
rockets, and more men to finish the job which they ha ve done so well to date. 

We cannot be complacent yet. We must man our war plants to the fullest 
extent necessary to meet the requirements of our military leaders. We must 
do this in the face of a further withdrawal from our available manpower 
supply to provide replacements for the army and to build the navy up to the 
strength which it requires to man its ships. 

. Recently, therefore, I have taken action to tighten Selective Service 
regulations, to deny priority and allocation rights when necessary to main­
tain manpower ceilings established by the War Manpower Commission for 
nonwar plants in order to fill the demands for manpower in war plants. 

The War Production Board has deferred for a period of 90 days new spot 
authorizations in critica! labor areas and has frozen civilian production at 
not to exceed the fourth quarter levels of 1944. 

I have requested racing management to suspend all race meets, thus 
reducing that drain on manpower, transportation, communication facilities, 
and other services. 

I hope that these actions will suffice. However, it may be necessary for 
Congress to consider legislation to strengthen the authority of the W ar 
Manpower Commission. 

I am convinced that consideration should be given by Congress to sorne 
control over those found physically disqualified for military service, so that 
they may render their war service in essential war activities. 

Although labor and management have in most cases complied voluntarily 
with the orders of the War Labor Board, the authority of the Board should 
be strengthened to enable it to enforce its decisions in the courts without 
resort to seizure. 

I will not predict how long the war will continue. However, as Director 
of War Mobilization and Reconversion, I must direct the Government 
effort at borne to the maintenance of all-out war production. \Vhen one 
of our enemies is defeated, then and only then can we lessen our effort. 

Even then we must remember that our primary goal is the defeat of the 
other enemy. We will still have millions of American boys living day 
in and day out under enemy fire, sleeping in rain and mud, eating out of 
tin cans, and never enjoying the comfort of borne. 

I am convinced that even with the defeat of one of our enemies we will 
still require a tremendous national effort to bring full victory at an early 
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disruptions of local economy with sorne local unemployment. These con­
ditions will be temporary. They cannot be neglected, but they do not 
require the detailed attention we must give other long range problems which 
will develop with peace. 

The Government has, on the whole, been successful in maintaining a 
stabilized economy throughout the war period. Stabilization will be more 
difficult with victory. The Congress should give serious thought to a fur­
ther extension of the Renegotiation Act which has been a successful factor 
in our fight for stabilization. I believe also that it is not too early for the 
Congress to consider the extension of the Stabilization Act. 

I am not apprehensive over the ability of the Government to handle the 
mechanical problems involved in transition from war to peace. Congress 
has provided the tools in the act establishing this office. It has established 
an Office of Contract Settlement which has already accomplished much in 
coordinating and directing the procurement agencies in the establishment of 
a contract termination procedure which I am sure will be able to settle 
contracts promptly and satisfactorily when peace arrives. 

Congress has established the policies to govern the disposal of surplus 
property under a Surplus Proper'J' Board. While there may be sorne 
administrative difficulties under this legislation, it provides the machinery 
for disposal. Much has already been accorríplished under the Surplus 
War Property Administrator. appointed prior to the passage of the act in 
assigning responsibility to agencies, in developing sales policies, 
and in arranging for the prompt removal and storage of surplus property! 

Congress has likewise provided machinery to assist in the reemployment 
and retraining of returned veterans. It has enacted the "G. l. Bill of 
Rights," which has made it possible for our returned veterans to plan ahead. 
Hospitalization for returned veterans is also receiving active consid­
eration. 

Congress has made a start in providing unemployment compensation 
for those workers who may be temporarily out of employment when the 
war ends. At that time I did not think the benefits provided were suffi­
cient, and I naw urge that Congress give further consideration to liberal­
izing the provisions of the Unempfow:nent Compensation Law. 

Congress has also provided for the continuance of support prices for 
farm products for a period of two years from the first day of the next 
year after the end of the -war. This will do much to encourage farm pro­
duction during the war and will prevent a disastrous curtailment in farm 
income with the end of the war. 

Congress has approved public roads, flood control and reclamation 
programs which provide a construction backlog. Further legislation of 

111 
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this type merits consideration so that authorized projects will be available 
to provide employment. 

The foundation of American enterprise has always rested in small busi­
ness. While adequate provision has been made for the prompt payment of 
claims to those small business enterprises engaged in the war effort, no 
adequate provision has been made to assist financially in the reestablishment 
of small business enterprises discontinued as a result of the war or for the 
establishment of new enterprises of .this type. I urge the Congress to give 
consideration to legislation of this type. 

We have built as a war measure a great merchant fleet. I believe that 
the Congress will consider at an early date legislative measures which will 
assure continued operation of an efficient merchant marine when the war 
ends. 

:N"o general tax revision is possible until the end of the war, but I urge 
that Congress give consideration now to severa! proposals outlined elsewher _e 
in this report which will not materially reduce revenues but will greatly 
encourage new enterprises and the expansion of existing enterprises. Such 
proposals could be considered and drafted now in order to make possible 
immediate enactment at the end of the war in Europe. 

We face the end of the war with a housing shortage, the relief of which 
should assist materially in providing immediate employment. I am 
that Congress will want to consider the extension and liberalization of the 
severa! measures in existence when war was declared to assist home builders 
in financing such construction. 

I think reconsideration might well be given to the provisions of the 
Lanham Act prohibiting the sale of temporary housing for residential pur­
poses at low cost, as it may be that such housing could well be used to 
greatly improve present conditions in city slum areas and in certain farm 
areas. 

Our lend-lease activities have given us in wartime a record volume of 
export trade. Our demand for critica! war materials, combined with pre­
clúsive buying of materials desired by our· enemies, has also resulted in 
developing a high volume of imports. This increase in our foreign trade 
has played an important part in our war economy. It must play an im­
portant part in our peace economy. 

We must export goods if we are to provide jobs for al! of our workers. 
We cannot export goods unless others have thé dollars required to pay. 

· These dollars can be secured only through credit arragemnents and through 
the import of goods into this country. When we raise barriers against im­
ports we restrict our outlets and reduce job opportunities at home. 

I am sure that Congress will desire to consider at an early date the 
extension of the Trade Agreements Act. I am equally sure that it will 
desire to consider the problems of international finance which must be 
solved before our own position in post-war trade can be determined. These 
problems were discussed at the International Conference held last year at 
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Bretton Woods. They will undoubtedly be placed before the () ... 
at .an early date. Our national policy should be developed !low. . _;_ !f1 

We have heard much of conflictin.g views and opinions during 
. . . . . . f 'IN *S 

war years. Minority interests have vmced contmumg cnt1c1sm o eac 
war and peace measure. We could not have accomplished so much in 
so little time if we had not had an over-all plan and purpose into which 

each of these measures fitted. 
Respectfully submitted. 

Director. 

V 
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MOBILIZATION ANO RECONVERSION 
TO DATE 

The United States has built the world's largest navy , the world's largest 
merchant fleet, and one of the world's largest and best-equipped armies. It 
has become in the real sense of the term the world's arsenal of democr acy. 
Although all of that has been accomplished in less than five years, starting 
almost from scratch with the fall of France in June 1940, nevertheless the 
mobilization of this country's resources-its mater ials, its machinery and, 
above all, its manpower-is not complete. The war is yet to be won. 

Today American troops are engaged in what could prove to be the deci­
sive battles of the war in Europe and the Pacific. They need particula r 
types of equipment urgently; these are our critica! war programs. The 
task immediately facing the country is to mob ilize our resources to give the 
field commanders-the troops in the field-what they consider necessary 
for victory. 

Comprehensive steps have been taken to utilize our resources efficiently, 
so as to increase our war production, particula rly in critica! items. As I 
point out in the section on " M anpower, " ceilings have been placed on 
civilian production, Selective Service rules tightened, and manpow er con­
trol s implemented. As a further step, the War Production Board has 
adapted its Controlled Materials Planto the urgency of the times. Through 
the application of its contro ls, steel production will be held to a pre-det er­
mined amount to preven t the draining away of industrial energy, manu­
fact uring facil ities, and manpowe r from war production . 

GAINS IN CRITICAL OUTPUT. 

Further, the War Productio n Board, the War Manpower Commission, 
the Army, the Navy an d other Govemment agencies have set up com­
mitt ees of top per sonn el to review the monthly progress in each of the criti­
ca! programs, to find out what is holding up production and provide the 
remedy. The results of these meetings, begun three months ago, have 
already become evident. In November, critica! production was up 11 per­
cent over O ctober, and October had been up 6 perc ent over Septembe r. I 
expect another increase during the month of December. 

Howev er, these gains, though encouraging, are not enough. Serious 
deficits in schedul es still exist . Even the meeting of present schedul es is not 
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enough. Critica! production no longer feeds pipelines or goes into strategic 
reserves-it is going right into battle. Current requirements in these critica] 
items are virtually unlimited. As soon as a war plant meets its schedule, 
it is a signa! for an increase in that schedule. We need more tanks, mor e 
Superfortresses, more heavy artillery ammunition, more mortars, more tents, 
more trucks, more communication wire, more ship repairs than we can 
possibly turn out in the immediate future. 

These urgent demands will continue so long as the war lasts. When field 
commanders learn that light tanks are not powerful enough to blast through 
enemy lines, they demand heavier tanks. When truck tires are ripped to 
bits by muddy roads, pockmarked with flak, requirements for tires soar. 
When scientists and inventors develop new weapons-such as new types of 
radar or jet planes-we must quickly translate these developments into 
battlefield equipment. It is al! part of winning the war more quickly--of 
saving lives. It is our job on the home front. 

"ARMS ANO AMERICA." 

Production has come a long way since Germany invaded Poland in Sep­
tember 1939. Then, except for a few experimental orders, the United 
States had hardly started to prepare for war. What has been done since is 
a dramatic tribute to industry, labor, and agriculture. It is depicted in the 
chart, "Arms and America," which shows how war production climbed 
month by month from virtually nothing toa rate of approximately $5,000,-
000,000 per month. No nation can touch this rate of production. It is 
almost equal to the total war production of the rest of the world. 

Behind that dramatic upsurge in war production is the story of men and 
machines, of organization and training, of hard work and the will to win. 
We must not forget that this country did not buckle down in earnest to war 
production until the Germans and the Japanese had built up war ma­
chines over many years and were coiled to strike. Yet today we have 
overcome their early advantage. 

It might be well to review with the Congress the many ramifications of 
our war effort, how it extended into every corner of our economic, social, 
and política! life. To reach the point of mobilization we have achieved 
today, the United States had todo many things. 

We had to build new plants and expand old ones, pass a special tax 
amortization law, extend Federal financing to war contra ctors. 

We had to find contractors to take war work, teach them to produce new 
products, develop new forms of contracts, draw both big and small busi­
ness into war production. 

We had to curtail civilian production, convert industry from peacetime 
to wartime production. 

We had to draw 7,000,000 extra youths, women, and older men into 
employment, pass and administer a Selective Service law, train workers 
for new jobs, provide housing for war workers . 
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W e had to in crease domestic sources and develop foreign sd& es ;;; 
\ a: • ;¡¡ 

supply of critica! materials. . \ 'e-4' _.l.-
We had to expand farm output to feed ourselves and our alhes. · 
W e had to develop a war program, determine the size of the Army a' 

Navy, and spell out requirements in terms of !?en and equipment. 

COMBINED OPERATIONS. 
We had to integrate, so far as possible, United States procurement with 

that of our allies on raw materials, semi-processed goods, and munitions. 
That was done through the Combined Boards and Combined Chiefs of Staff. 

We had to encourage research and develop new weapons. 
We had to direct the flow, first of materials, then of critica] components, 

and, finally, of manpower. 
We had to control prices and wages, ration scarce necessities-shoes, 

gasoline, fue!, sorne foods. 
We had to try to settle differences between labor and management and 

do away with strikes ( chart, "Before and After 'No Strike Pledge' "). 

BEFORE ANO AFTER "NO STRIKE PLEDGE" 
Percentoge of time lost due to strikes declinetl immediotely ofter Peorl Horbor. 

§ 

¡ 

We had to construct and man a merchant fleet to deliver our production 
of tanks, planes, guns, and ammunition to our own and · allied forces 
on the fighting fronts. 

We had to maintain the essential civilian economy. 
Out of that tremendous mobilization of Fesources, energy, imagination, 

and work have come tangible results. 

3 
624232-45--2 
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In 1944, we produced $64,000,000,000* of munitions-twice the pro­
duction of 1942 ( chart, "Munitions Production") . 

The 1944 total included 95,000 airplanes weighing 950,000,000 pound s, 
•JIIunlt!ons 1943 prices. 

MUNITIONS PRODUCTION-Total and Major Groups 
ror-----------..., 

Total Munitions r-------------------...,3 Q 
Aircraft 
lnclud•ng $pares 

r-----------...,30 
Ships 
lnclud•hq Mointenonce and Repoir 

10 

1943 1944 

Guns, Ammunition, Vehicles r-----------..,30 
Communication and Miscell. 
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the and than three times the weight of 1942's .. 
b . . th 111 ' Among these planes were over 15,000 heavy bom ers, SlX times 

number, including a great many Superfortresses, which wer:e produce /. 
experimentally in 1942 ( chart, "Airplane Production"). 

AIRPLANE PRODUCTION 
r------------, la 

Total Planes Bombers 
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It also included ship construction an d maintenance and repair-to thc 
value of $14,000,000,000-about -double the 1942 total. The major 
incr eases were in transports and landing vessels for carrying our armed 
strength to the enero y ( chart, "Ship Construction"). 

SHIP CONSTRUCTION -Value Put in Place 
14 r------------, 

Total Ships Combatont 
6 

4 

101----
2 

8 o 
1944 

6 
Cargo, Supply ond Tronsport 

-' 

8 g u. o 
u. 4 o <1> 

"' t5 z :J Q -' ¡¡; :J 
¡¡; 
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Production of guns and motor vehicles declined somewhat f 1943 

levels, but important items in these groups were pushed to n 
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The $6,500,000,000 of amunition produced in 1944 was more than double 
the 1942 output-with bombs and large caliber amm unition more than 
tripling 1942 production. 

Today we have an Army at peak strength of 8,000,000 men, 5,000,000 of 
whom are overseas. In 1940, the Army consisted of sorne 300,000. We 
have a Navy of 3,800,000 men, of whom 2,200,000 are afloat or on foreign 
duty. In 1940, the Navy consisted of sorne 210,000. 

TANGI BLE RESULTS ON THE BATTLEFRONTS. 
And there is a day-and-night contrast between America's military posi­

tion today and on Jtecember 7, 1941, when the Japanese struck Pearl Har­
bor. Then our enemies dominated all of Europe, all of North Africa, 
much of Asia, and islands and bases of great strategic value in every corner 
of the world. The Axis nations were at the peak of their power, full 
of self-confidence. Their production was increasing, their cities were 
whole, the morale of their people was high. 

Now Africa is free. Sicily and Sardinia are won. Most of Italy has 
been occupied. France has been liberated. American troops are on Ger­
man soil. We have captured New Guinea and the Solomons the Marshalls 

' ' Saipan, Guaro, and gained powerful footholds in the Philippines. W e 
have taken hundreds of thousands of prisoners and inflicted heavy casual­
ties on both Germany and Japan. We have destroyed or captured vast 
amounts of their equipment and we have hit their vital centers of produc­
tion from the air. 

A great contribution to these achievements has been American produc­
tion. Justas we have the greatest machine economy in the world, so have 
we planned and developed the most mechanized, the most powerfully 
equipped Army and Navy. We have traded steel, copper, and aluminum 
for human lives. 

From the very beginning, . the program called for a vast arra y of muni­
tions. During 1942 and 1943, our chief task was to provide the armed 
services with the capital equipment necessary to place our armies in the 
field. Those initial guns, ammunition, tanks, trucks, planes, etc., corre­
spond to the machinery that goes into an industrial plant. The next stage 
was to maintain that equipment-to see that the troops had sufficient 
replacements. 

In addition, it is necessary constantly to improve equipment. War is not 
static. All equipment tends to become obsolete. Our own record of design 
changes indicates that. Today our battleships and carriers are far more 
powerful than at the beginning of the war. We have developed special 
transport and cargo ships for amphibious operations far superior to ordinary 
troop and cargo vessels. 

Our new tanks are faster, more mobile, and manned with heavier guns 
than our old ones. The Superfortress is bigger, more powerful, and faster 
than either the Liberator and the Flying Fortress, and the Liberator and 
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ORGAN IZIN G FOR THE JOB. 
In mobilizing our economy for war, we have had to make many changes 

in our normal procedures. Almost overnight industry had a new cus­
tomer . It had to learn to do business with Government on a scale pre­
viously unknown. The Government also had many new problems. The 
Army and Navy had to build up quickly a staff of procurement offices. 
The Office of Production Management and later the War Production 
Board had to develop a system of priorities. 

At the same time the Office of Price Administration had to establish 
controlled prices. We could not afford to permit machine tools or ma­
terials to flow to the highest bidder. We had to see that steel, aluminum, 
copper, lead, zinc, rubber, tin, wool, lumber, nylon, rayon were channeled 
into war production. 

Later, it became equally important to see that .components-valves, 
fractional horsepower motors, antifriction bearings-went into the most 
urgent programs. In effect, the entire economy was put on a rating sys­
tem-in order of importance to the conduct of the war. 

Simultaneous with the organization of controls, the country had to too! 
up-build new plants. In all, construction of new plants, including equip­
ment, rose to the record high leve! of sorne $800,000,000 per month. All 
types of facilities had to be brought to the task: steel, aluminum, syn­
thetic rubber, artillery, ammunition, shell-Ioading, small arms, aircraft 
and accessories, high octane gasoline, chemical, and many others. New 
shipyards were built. Iron ore shipments from the Mesabi range reached 
new peaks. Subsidies were paid to increase lead, and zinc mining, 
and agricultura! output. 

Sorne of the increases are striking: Steel production increased 50 percent 
over the 1929 leve!; aluminum, 600 percent; petroleum, 60 percent; and 
a negligible peacetime production of magnesium has been expanded many 
times, as the chart, "Materials for War," shows. But now, with the ma­
turity of the war program, and with changing requirements peak output is 
not always required. Aluminum and magnesium production has declined 
from the peak. 

MATU RITY IN WAR PRODUCTION . 
The maturity of the war program is indicated by the schedules. No 

longer are the requirements for all types of weapons increasing. This is in 
decided contrast to 1942 and 1943 when the Army and the Navy had too 
lit ti e of everything. About 55 percent of our war programs are not rising; 
a few are declining. The net result is that the forecast for munitions pro-
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duction as a whole does not indicate any great increase in the first six 
months of 1945. But a good part of that production-45 percent of it 
in fact-is in the expanding, critica! items; the items which are in direct 
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demand by troops in the field, the items in which production bottlenecks 
have developed. For that reason we must continue to press for production. 

The development of industrial knowhow on the part of management and 
labor has made it possible to increase output per worker. As a consequence, 
we have been able to maintain production on a plateau, even though the 
number of workers in munitions industries has declined ( chart, "Munitions 
Production vs. Employment"). Increases in productivity will probably 
continue but at a slower rate bringing with them sorne further reductions 
in employment in certain types of munitions plants. 

That is a natural economic phenomenon. W e can use it to our purposes; 
but we can also misuse it. That is a danger that I must lay befare the 
Congress. Whenever workers are laid off because they are not needed in 
this shipyard or that aircraft plant, demands immediately spring up to 
provide them with peacetime employment, to permit manufacture of civilian 
goods. These demands are hard to resist. Yet until we get the critica! 
programs under control, until we can assure General Eisenhower, General 
M acArthur, and Admira! Nimitz, of the critica! supplies they need, I feel 
we must resist these demands, reasonable as they appear on the surface. 

We must direct our efforts to chann eling this released manpower into 
critica! war programs and to indu stries and services needed to support them. 
It is not as if the civilian economy has been starved. Sorne items are short. 
But on the whole the volume of consumption has risen. The chart, "War 
and the Civilian Economy ," indicates our level of living is high er than 

in 1929 or 1940. 
We have already made one too early start toward reconversion. During 

the sprin g and summer, a wave of optimism swept not only the Unit ed 
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Sta tes but our allies. We had hopes of an early victory-possibly in the fa!!. 
With the hope of victory in Europe this fall, we went ahead with plans to 
prepare the country for early reconversion of industry. At the tiine it seemed 
the prudent course. Events have proved it otherwise. 

Sorne schedules were cut back; plans for increasing others were delayed 
to await war developments. In the meantime, the output of munitions 
remained leve!. Then it became necessary to reverse our course-to speed 
up. It took time and effort to overcome the inertia. We had to undo what 
had been done on reconversion; we had to curtail the spot authorization 
plan, place ceilings on civilian production. We had to hope for a change 
in the national psychology. That has occurred. The German counter­
attack through the First Army positions has convinced us that we can win 
this war only by the all-out efforts of the American people. 

TWO THINGS AT ONCE. 
That too-early trend to reconversion demonstra.ted, moreover, that we 

could not do two divergent things at once, that we could not pursue an 
all-out war productic:m effort while simultaneously releasing materials, facil­
ities, and manpower for civilian production. In the first place, the mere 
resumption of civilian output convinced sorne workers and sorne industrial­
ists that victory was just around the comer, that therefore they had better 
prepare for peacetime security. 

In the second place, it affected even those who continued to feel that the 
war was our first and main job. They felt that if their friends or competi­
tors were converting to civilian production, they could safelY. do so. 
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As Director of War Mobilization and Reconversion, I am conv· 
we must give · our undivided attention to war production un ti! we ,_ 
absolutely confident that victory is within grasp, until our military lea.......__ 
tell us that they have enough supplies and that we can afford to reduce 
production. 

However, I am deeply conscious of the responsibility to plan an orderly, 
gradual transition from all-out war production to a peace-time economy. 
Already, much work has been done . 

PROSPECTIVE DEVELOPMENTS. 
Today, in the rniddle of a two-front war, this country is much farther 

advanced with plans for reconversion than it was at the termination of the 
last war. When the armistice carne in November 1918, procurement officers 
had neither program nor policy: guidance. Today we have a law providing 
for the uniform terrnination of contracts; the prompt clearance of Govern­
ment-owned equipment and inventaries from our industrial plants; the 
interim financing of industry; the disposition of surplus property; and a 
program for retraining and reemploying workers. The decks have been 
cleared. The legal and mechanical difficulties which might have tied up 
manufacturers' capital and prevented the employment of workers ha ve been 
anticipated and, in large part, solved. 

The work on reconversion started more than a year ago. At that time, 
I set up a unit for War and Post-war Adjustment Policies with Mr. B. M. 
Baruch as Director. The report of this unit defined clearly the problems of 
reconversion. Subsequently, Congress established the Office of Contract 
Settlement, the Surplus Propei:ty Board, and the Retraining and Reemploy­
rnent Adrninistration. Under the act of October 3, these organizations 
were brought under the jurisdiction of this office. They have formulated 
plans, policies and procedures to cope with dernobilization problerns. 
( Steps taken on property disposal and contract terrnination are discussed 
separately in this report.) 

The Retraining and Reemployment Administration has established cen­
ters in 8,000 cornmunities at which returning veterans are given rehabilita­
tion guidance. There they are advised as to their rights under the law­
their right to their old jobs, their right to be trained for new jobs. The RRA 
cooperates closely with the Veterans Administration, the Selective Service 
Systern, and the United States Ernployment Service to provide veterans with 
vocational guidance. Post-war hospitalization requirements for veterans 
have been deterrnined. General Hines is prepared to report directly to the 
Congress on these needs. 

The Servicemen's Readjustment Act of 1944, commonly referred to as the 
"G. I. Bill of Rights," constitutes a landrnark in the field of veterans' legisla­
tion. It provides for ( 1) education and training regardless of . service 
disabili ty; ( 2) loans for the purchase of homes, farms or business property; 
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and ( 3) readjustment ( unemployment) allowances. These benefits which 
have been so well earned were not available to veterans of World War I 
or prior wars. 

SMALL .BUSINESS FINANCING. 

Small business has been the backbone of American prosperity. Its 
future requires the establishment of a readily available source of credit. 
The Wagner-Spence bill has this purpose in view. In revoking the present 
authority of the Federal Reserve banks to make loans direct to industry, 
it substitutes authority for them to guarantee the principal and interest 
of loans by commercial banks to business enterprise. It, or other forms 
of legislation to this end, deserves the immediate consideration of the 
Congress. 

I believe that all administrative actions ,.,hich pave the way to orderly 
transition from war to peace and which are feasible at this time have been 
taken. The War Production Board is prepared to release production 
controls-L, M, and other restrictive orders-as soon as the reductions 
in war production schedules permit a substantial cutback. This is the so­
called V-E Day plan. At the time it was developed, proposed Army cut­
backs and the programmed reduction in construction of naval and merchant 
vessels indicated a drop of about 40 percent in the year following the defeat 
of Germany. Since then, a reconsideration of needs for the war against 
Japan indicate that the V-E Day production drop may not be so great. I 
have asked the War Production Board to develop an alternate plan on the 
new basis. This is now being done. 

PREPARATIONS FOR V-E DAY. 

The War Production, Board has analyzed the probable impacts of cut­
backs, both geographically and industrially. These analyses will permit 
the cushioning of the shock in particular areas and the expedition of recon­
version of entire industries. For this purpose, WPB has established a 
Program Readjustment Committee composed of representatives of the 
War Manpower Commission, the Army, the Navy, Army Air Forces, the 
Navy's Bureau of Aeronautics, the Maritime Comrnission, and the Smaller 
War Plants Corporation. I propose to keep in close touch with the work 
of this comrnittee in handling cutbacks. The composition of this comrnit­
tee was selected in order to bring civilian as well as rnilitary considerations 
to bear on cutback proposals. For instance, it may prove to be desirable 
to reduce production in Plant A instead of Pl;mt B to avoid the concentra­
tion of lay-offs in one area; or, it may prove to be desirable to release a 
company from war work in a particular industry to stimulate reemployment. 

In addition to the work under way in the War Production Board, the 
War Manpower Commission is prepared to revise its regulations on man­
power controls. The Office of Price Administration has announced its 
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reconversion pricing policy. We have progressed far in 

forV-EDay. 

TWO-FOLD T ASK. 
After V-E Day, the problem facing us will be two-fold: To 

war production at scheduled levels while clearing the way for a rap1d 
resumption of civilian production. We the 
of released munitions workers and returmng serv1cemen . We are m a 
position to move quickly. We are ready to put into effect the policies, pro-
cedures and plans that have already been . . 

During the period of a one-front war, the drop m war productwn w1ll 
be offset after a brief interval, by the reestablishment of peacetime manu­

In addition, transportation, retail trade, public utilities, 
other industries, which are today suffering from a shortage of labor, wtll 
absorb many released workers. 

Conversion to war work developed a new major customer for busines s. 
Reconversion requires a return to the old customers. Civilians--employers 
and employees alike-must take up where the government's purchasing 

drops. 
We must be prepared for the day when the government, as the pur­

chaser of a record volume of munitions and military supplies leaves the 
market. We must build up during the transition period a sufficient demand 
for civilian production to fill the gap. 

That is the reconversion task as I see it. It is discussed in sorne detail in 
subsequent sections of this report. It will be discused at greater detail in 
future reports. It is a big task but not one beyond our capacity. 

In the meantime, our immediate task is to meet war requirements. 
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ECONOMIC ST ABILIZATION 
By set_ting price ceilings, wage controls, increasing tax rates, 

the tax base, hmltmg corporation profits, ·and encouraging 
savi_ngs, the has been able to repel the inflationary forces re­
sultmg from the mcrease in war expenditures from $2,800,000,000 in 1940 to 
$91,000,000,000 in 1944. 

. That increase in the Nation's war output had the effect of doubling the 
mcomes of individuals-from $76,000,000,000 to $155,000,000,000. Yet 

1 the output of goods and services for the consumer remained substantially 
Thus for every $2 of income there was Iittle more than $1 of 

pr.oductiOn. That shift in the supply-demand balance in the economy 
m1ght well exploded the price structure. That it did not do sois due 
to the effective program of economic stabilization which has been ham­
mered out in successive stages by Congressional Executive and d · · . . , , a minis-
tratlve act10n. 

LAST WAR, BENCHMARK. 
The benchmark of the stabilization program is the last war. From July 

1914 to the Armistice in November 1918 (52 months) living costs rose 

PRICES-THEN ANO NOW 
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62 percent. Over a longer period in this war, from August 1939 to j er ).S} 
1944 ( 64 months) the increase has been only 28 percent ( chart, ' 

; 
Then and Now"). "" 

The stabilization program began back in February 1941, ·when ceiling 
prices were placed on second-hand machine tools. This was even before 
the Office of Price Administration and Civilian Supply was set up (in April 
1941). In January 1!M2, Congress passed the Emergency Price Control 
Act, ending .the period of "voluntary cooperation" in prices. That act 
provided general authority to fix maximum prices. With a view to increas­
ing farm incomes relative to other incomes, Congress specified that in the 
case of farm products ceiling prices must be considerably above those then 
prevailing. 

In May 1942, the General Maximum Price Regulation placed a lid 
upon the prices of the vast majority of nonfarm products. In the same 
month, rent ceilings were first established-in 20 major urban areas. On 
October 2, 1942, Congress created the Office of Economic Stabilization. 
Five months later, point rationing of processed foods started. A month 
later, in April 1943, the President issued bis "hold the line" order. 

Subsequent establishment of dollars and cents price ceilings and enlarge­
ment of the use of subsidies completed the major steps in the development 
of price control policies. These successive actions steadily improved control 
over the price structure. By May 1943, living costs had risen 27 percent; 
they have gone up only about 1 percent since. 

Wage and price controls were companion pieces. It was necessary to 
keep prices steady so that workers would not demand boosts in wage rates 
which in turn would force production costs and prices up, thus bringing 
another round of demands for wage boosts. First, the National Defense 
Mediation Board, then the National War Labor Board (January 1942) 
were established to settle labor-management disputes. 

In July 1942, in the "Little Steel" decision, the War Labor Board 
announced its intention of holding general wage increases to 15 percent 
above the January 1941 leve!, except in cases involving substandard con­
ditions or inequalities. And in the Stabilization Act of October 1942, 
Congress granted the President authority to control wages even when 
employer and employees agree upon increases. 

WAGE STABILIZATION. 
Wage stabilization would not have been possible without the coopera­

tion of labor and manageinent through the War Labor Board. With a 
few notable exceptions both labor and management have accepted the 
decisions of the W ar Labor Board. The machinery for peaceful ad just­
ment of disputes provided by the War Labor Board was and is necessary 
to enable labor and management to carry out their no-strike, no-lockout 
pledge. Government seizure and operation to avoid interference with the 
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war effort has been necessary in only a few cases where employers or • 
workers faíled to líve up to theír wartíme responsíbílities. 

In sorne cases, seizure is not the best way of enforcing the decisions of 
.War Labor. Board.' It on the government onerous responsi­

of .pnvate busmess. It is particularly ínappropriate in 
certam cases m wh1ch the workers and not the employers fail to compl 
with the Board's decisíons. I recommend that the Congress should 
in additíon to seizure other means of enforcement. The War Labor Board 
should ha ve the right, whenever ít considers it necessary in the public interest 
to make its decísions mandatory and legally enforceable in the courts without 
resort to seizure. 

During the 22 months between January 1941 and October 1942, when 
the Labor Board was gíven complete control of wage rates, basíc wage 
rates m manufacturing went up slightly more than 15 percent. During 
the next 22 months, another 4 percent was added, bringing the total to 

p:r.cent. In addition, as a result of incentive payments, merit raises 
to md1v1dual workers, and job upgradíng, hourly earnings advanced an­
other 10 percent, or a total of 30 percent; this more than offset the rise 
in the ?ost of living. (As a result of longer hours, overtime premium pay, 
a.nd sh1fts from lower-pay to higher-pay industries, weekly earnings have 
nsen by much more-by sorne 7 5 percent.) 

EXTENSION OF RENEGOTIATION. 
Corporate profits were restrained through price ceílings, renegotiatíon, 

profits taxes. Although profits rose from $5,800,000,000 in 1940 to $8,800,-
000,000 in 1944, production rose even more. The ratio of profits to the 
value of nonagricultural prívate output actually dropped from 7.3 percent 
in 1940 to 5.7 percent in 1944. 

Renegotiation has limited profits in two ways: 

l. Through refunds. Renegotiations for the fiscal years 1942 and 1943 
have brought in $4,355,268,000 to date. (These figures do not reflect tax 
credits allowable agaínst the refunds.) 

2. price reductions. Statutory renegotiation and other procure­
have resulted in cuts on existing contracts of $3,887,597,000 

m to lower prices secured on reorders. 

.Renegotiation Act, as amended, will termínate on June 30, 1945, 
and 1t IS my recommendation that it be extended at least to December 31 
1945, \VÍth authority in the President to extend it for another six months. ' 

The s:ory· of how inflation was checked-despite the sharp rise in all 
types of mcome: Wages and salaries, farm income, income of other unin­
corporated businesses, corporate profits, interest and rents-can be told 
statistically. Of the $79,000,000,000 increase in individual income receipts 
from 1941 to 1944, $47,700,000 ,000 was siphoned off as follows: 

$16,700,000,000 in taxes, which rose from $3,300,000,000 toan estimated 
$20,000,000,000; 
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HOW PEOPLE SPENT (SAVED) THEIR 
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$15,500,000,000 in war bond purchases, which rose from $500,000,QOO to 
$16,000,000,000; 

$15,500,000,000 in other savings, which rose from $7,300,000,000 to 
$22,800,000,000. 

Thus of individual incomes of $155,300,000,000 in 1944, only $96,500,-
000,000 was spent. 

PROSPECTIVE DEVELOPMENTS. 
The battle for economic stabilization will not end with victory in 

Europe, perhaps not even wíth victory in the Pacific. The last war pro­
vides a warning. For a few months prices sagged-as workers were laid 
off by munitions plants, as soldiers were demobilízed, and as government 
orders dropped off. But inventaries had been depleted. Businesses were 
building up stocks. At the same time foreign demand-especially for 
United States foodstuffs-was brisk. 

Then in March 1919, prices agaín started upward. In the spring of 
1920, living costs were 28 percent and wholesale prices almost 25 percent 
above their inflated leve! at the war's end. These high prices choked off 
construction activíty, which had begun to rise. At the same time foreign 
buyers turned to less high-príced sources of supply, and consumers rebelled 
at the inflated living costs. Result: the inventory boom ended abruptly. 

By the rniddle of 1921 wholesale prices had fallen 45 percent and farm 
prices, 53 percent. Between 1919 and 1921 factory pay rolls dropped 
44 percent; net income of farmers, 61 percent; and profits of all corpora­
tions from $6,500,000,000 in 1919 to a deficit of $55,000,000 in 1921. It 
was one of the sharpest econornic collapses in history. 
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DEFLATIONARY PRESSURES. 
Again this time there will be powerful inflationary and deflationary 

forces at work. First as to deflation. ' 
Let us assume that the war in Europe ends before the war with Japan. 

When V-E Day comes, munitions requirements of the armed forces will 
decline. That will automatically result in reduced war producÚon and 
reduced pay rolls. Sorne temporary unemployment will be unavoidable. 
However this will release manpower and materials for reconversion. At 
the same time continuing war orders for the fight against J a pan will rbake 
the transition from all-out war to all-out peace gradual-a two-stage 
process. The let-down will not come all at once, as it did after the last 
war. 

When the war ends on both fronts, the full force of deflation will be felt. 
Government expenditures, which today amount to about $100 000 000 000 
a year, will decline to perhaps one-fourth .that amount. The ;esuiting 
declines in employment and pay rolls, as war orders are canceled, could 

far-.reaching effects. Consumers, for example, might hesitate to use 
the1r savmgs to huy goods if a depression and prolonged unemployment 
seemed likely. 

Hours worked per week will also decline. Though this will have the 
effect of spreading the work, it will also deflate the earnings Qf workers­
particularly since they will lose part if not al! of premium overtime pay. 
These consequences are being carefully studied by the W ar Labor Board. 
The possibility of reduced earnings will have a direct bearing on the rela­
tionship of workers' income and their living costs. 

It is essential that we facilitate reconversion as rapidly as possible so that 
peacetime industries can move into the breach. At the same time we must 
have ready plans for State, and local public works-for highways, 
schools, land reclamatwn, etc.-which can be promptly dovetailed into the 
employment requirements of the post V-E Day and post-war economy. 

INFLATIONARY PRESSURES. 
Now, asto inflationary pressures. 
During the four years 1941 through 1944, consumers have accumu­

lated a record volume of savings-$90,000,000,000. Sorne $45,000,000,-
000 of war bonds have been bought. Another $45,000,000,000 has been 

up in bank deposits and in currency. And that $90,000,000,000 is 
on pre-Pea_rl Harbor cash assets of $50,000,000,000. In part, 

these w11l remam a financia! nest-egg, but in part they represent 
potenual demand for new houses, automobiles, refrigerators, furniture, 
ond other consumer goods-both durable and nondurable. But whether 
they are used depends on whether there will be jobs. 

Also, inventaries of consumer goods will be low-as after the last war. 
Wholesalers and retailers alike will try to build up stocks. This could 
force up prices, for which we must be prepared. It is not too early, in 
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my opinion, for the Congress to consider extending until Ju/ 

the Stabilization Act. f!" !.. 
The problem in the transition period is to hold to a mió '!! 

to stop a runaway market in the prices of goods which ma'y'\'e.__!h-.lu 
demand as a result of pent-up, unfilled wartime requirements, 
checking the forces working toward expansion. At the same time de­
flationary forces, as a result of the drop in munitions production, must 
be combatted. Toward this end, C,ongress has already provided in the 
"G. I. Bill" for the maintenance of mínimum income of $20 to $23 per 

week for demobilized soldiers. 
I renew my recommendation that the Congress liberalize 1-lnemploy­

ment benefits for civilian workers. Such legislation would perform the 
double duty of alleviating distress among lower-income workers who 
become unemployed and of helping to maintain a level of consumer 
expenditure necessary t6 facilitate a speedy transition to high-level output 

of peacetime goods. 

• 
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Even though the manpower mobilization problem is not so Iarge as 
111 

1942 and 1943, when virtually al! munitions programs were expanding and 
needed workers, the task of providing manpower still required 
for the armed serv1ces and for sorne war industries is more acute and more 
difficult than ever. There is no longer ready manpower to be drawn on. 
In 1?42 and 1943, numbers were being released from civilian pro­
ductwn, thus becommg available for war work. Also there was a pool of 
unemployed. 

Today :he need for labor in war is tied in directly with battle­
field Programs calling for additional production and man­
po.wer machine tools, tires, textiles, dry-cell batteries, 
sh1p repa:r and mamtenance, field and assault wire, and special types of 
combat a1rplanes. 

MOBILIZATION ACHIEVEMENT. 

A huge job in labor mobilization has been accomplished. From 1940 
through 1944 we have added about 18,100,000 workers to the war effort, 
as follows: 

l. The armed forces were increased from 700,000 to 11,900,000. • 

THE WARTIME LABOR FORCE 
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2. Employment in the munitions industries incr eased from 
10,300,000, in November 1943, and then receded to 9,200,00 
crease of 4, 700,000 to date. .....,_.¡... 

3. We have added to Federal war agencies, primarily to the.Wa . .._,.o 
ment and the Navy Department civilian forces, 1,500,000 workers. 

4. We have added to the transportation system and public utilities about 
700,000 workers. 

Where have these people come from? 
First, at the beginning of the country's defense program there were 

7,000,000 unemployed. 
Second, we drew upon the under-employed-those working below their 

normal skills or part time. 
Thitd, women left their bornes for war jobs, students postponed their 

education and training, older workers deferred retirement. In all, there 
was an increase of about 10,000,000 in the labor force, of which 7,000,000 
was "abnormal growth." 

SOURCES OF LABOR SUPPL Y. 
Today the picture is quite different from 1940. Sorne 300,000 workers 

are needed fully to man war plants, but there is no longer an unemployed 

LABOR IN THE WAR 

October October Change 1940 1944 

Millions Millions Millions 
Total labor force,including armed forces ..... 54. 5 64.8 +10. 3 

Male .............................. 41. 3 46.0 + 4. 7 
Female ........................... . 13.2 18.8 + 5. 6 

Armed fon:es . ........................... . 7 11. 9 +11. 2 
Male .............................. . 7 11. 6 +10. 9 
Female ............. . ............... o .3 + . 3 

Civilian labor force ...................... 53. 8 52.9 - .9 
Male .............................. 40. 6 34.4 - 6. 2 
Female ............................. 13. 2 18.5 + 5. 3 

Unemployment .......................... 6. 5 .6 - 5.9 
Employment .......... .. .. ... ........... 47. 3 52. 3 + 5.0 

Agricultura! ........................ 9.6 8. 8 - .8 
Nonagricultural ..................... 37. 7 43. S + 5.8 

Manufacturing .................. 11. S 16.2 + 4. 7 
Metals and chemicals 1 4. S 9.2 + 4. 7 
Other manufacturing .. . ...... 7.0 7.0 o 

All other ....................... 26. 2 27. 3 + 1. 1 
1ears 1ears 1ears 

Average age of civilian labor force ....... . . 37.0 40.2 + 3.2 

Average weekly hours worked in manufactur-
ing ........................ . .. . ....... 39. 4 45. 6 + 6. 2 

Average weekly earnings in manufacturing ... $26. 20 $46. 98 +$20. 78 

1 ow often called munitions industries. 
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group available for recruiting purposes. Our main sources of labor for 
critica! programs must be: 

l. New workers just entering the civilian labor market. In view of 
Selectiv<: Service requirernents, these are largely women. The entry of 

. women mto the labor force, though still above normal, has slowed clown. 
In the past year the increase was 700,000, approximately one-third of the 
increase in 1943. 

2. Workers in relatively less essential occupations who must be induced 
to transfer to war industries. 

3. Workers leaving munitions industries. In the last year sorne 1,100,000 
workers were released from or quit war plants . About half of these joined 
th_e armed forces. Sorne retired from the labor force-for example, house­

who went back to the home. And sorne took nonwar jobs. The 
waltress who became a welder and loses her war job may return to 
restaurant work. 

War pr?ducti?n has less attractive than it was ayear or two ago. 
The earnmgs dlfferenhal on war jobs relative to nonwar jobs has been 
reduced as overtime has become general. Living conditions in war centers · 
are trying. Also, concern over personal job security has perhaps created 
an urge to find employment in peacetime industries. 

CRITICAL NEEDS NOW. 

Severa! hundred thousand workers would fulfill the requirements of 
critica! war production. But because the war economy has matured 
because the labo: supply is tight and relatively inflexible, moving enough 
workers to the nght plants at the right time takes intensive effort on the 
part of all agencies. 

Office of Wa: Mobilization and Reconversion recently requested 
the_ D1rector of S:lectiVe Service to tighten Selective Service System classifi­
cahons. The Director of Selective Service has reported that the new 
regulations have already succeeded in holding workers in critica! war 

The Production. Board has suspended the "spot authoriza­
tiOn plan for Clvihan productwn in tight labor areas. The War Produc­
tion Board has also limited the production of civilian goods to the level 
reached in the fourth quarter of 1944. 

!he War Commis sion has been asked to tighten manpower 
ceilmgs, parhcularly m the less-essential industries, and the War Production 
Board has. been_ authorized to deny priority and allocation privileges to 
plants which fail to comply with WMC regulations. Race tracks have 
been asked to clase to reduce the drain on manpower, transportation , and 
other services. Notwithstanding the financia! loss involved , the favorable 
response of owners of race tracks and race horses has been virtually 
unanimous. 

However, even these measures may not be sufficient. It may be 
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necessary to request the Congress for legislation designed to ngthen 
the authority of the War Manpower Commission. J_ 

Further, we must anticípate the possibility of increased calls 
Selective Service System. We must recognize the necessity of 
ing the standards governiñg the deferment of agricultura! workers, since 
this group represents the largest remaining source of young men for military 
service. 

The Office of War Mobilization and Reconversion, together with all 
Government agencies concerned, recognizes that its first problem is to 
meet the demands for manpower for all-out war. However, it is not 
overlooking the manpower and employment problems which will certainly 
devclop with the end of the war. 

PROSPECTIVE DEVELOPMENTS. 
The character and composition of the American labor force "and of our 

labor market have undergone a drastic transformation. Manufacturing 
industries now absorb one-third of the civilian labor force, as compared 
with one-fourth in 1940. The average age of workers has increased from 
37 in 1'940 to about 40 years in 1944. The proportion of women workers 
in the civilian labor force has gone up from 25 percent 4 years ago to 
35 percent. 

Further, the w·artime labor force is concentrated geographically. Though 
efforts were made to move industry to the workers, the necessity of speed in 
war production made it irnpossible to avoid a substantial concentration in 
areas where a nucleus of skilled labor, managerial know-how, and facilities 
were available. Thus, the aircraft and shipbuilding regions on both coasts 
and the industrial areas in the Great Lakes region have expanded greatly, 
drawing population away from agricultura! areas and States (map, Civilians 
on the March). Even within States, there has been a movement from 
small areas to manuf<¡.cturing centers. 

However, the growth of the labor force itself constitutes the main post­
war problem. Peak employment prior to the war was reached in 1929, 
when an aggregate of approximately 47,000,000 persons were at work. 
During the depression, employment shrank to 38,000,000 in 1932, then 
recovered to 45,000,000 by 1939. Since then, both total employment and 
the average number of hours worked have increased greatly. Our work­
ing force, including those in the armed forces, is now approximately 
65,000,000 persons-an increase of nearly 20,000,000 over 1939. This 
expansion poses the basic post-war problem. 

Sorne of the additional workers will be absorbed through a return to 
pre-war working hours. 

Sorne will retire. 
Sorne will return to school. 
Sorne will remain in the armed forces. 
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However, many will be out of work unless we succeed in building up a 
volume of production and distribution far beyond anything heretofore 
realized. That is the fundamental economic problem of the post-war 
period to which our thinking must be directed . It is a problem which this 
Office will discuss at greater length in subsequent reports. 
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CIVILIANS ON THE MARCH 
Workers in seorch of wor jobs grovitote toword coostol oircroft ond shipbuildiog centers. Out­
migrotion heoviest from ogriculturol stotes. 

MIGRATlON AS 'l. OF POPULATION 
SINCE 1940 
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AGRICUL TURE 
The Nation's achievement in agriculture can be summarized thus: In 

1944, almost one-quarter of the country's farm output went directly to our 
armed forces and allies, yet total food available to civilians slightly exceeded 
the 1935-39 average, andona per capita basis was up 7 percent above that 
leve l. 

Clearly, the American standard of eating--quantitatively-did not suffer. 
This was because total farm output, which by 1940 had risen one-tenth above 
the 1935-39 average, increased by 21 percent more between 1940 and 1944. 
Total food supplies increased 23 percent. 

Here are sorne specific examples of big gains over 1940: eggs, up 46 per­
cent; wheat, 33 percent; peanuts, 24 percent; corn, 31 percent; beef and 
vea!, 32 percent; pork, 28 percent. In each of these items except pork, with 
its unprecedented 1943 volume of almost 13,400,000,000 pounds, 1944 set 
all-time records. 

Unlike the increase in the production of mumtmns, this increase was 
not attained through a vast inpouring of additional resqurces. The total 
farm population dropped 16 percent (map, "Civilians on the March," 
p. 26) . Farm employment fell 5 percent between 1940 and 1944, and the 
decline would have been much greater had not many farm workers been 
granted occupational deferments from military service, and had not many 
farm women and youths, normally not in the working force, stepped into 
the breach. 

Acreage devoted to crops went up only 5 percent, and even this was 
mainly at the expense of rotation pasturage and summer fallow, rather 
than through the breaking of new ground. But the use of commercial 
fertilizer increased 45 percent over 1940. Moreover, the setting of volun­
tary production goals, farm by farm, stimulated each farmer to maximum 
effort. And prices, directly supported by the Government, advanced 
sufficiently to provide incentives for intensified operation. 

MEETING WARTIM E GOALS. 
Mechanization also increased. Immediately after Pearl Harbor , pro­

duction of farm machinery was curtailed sharply as munitions production 
made exacting demands upon our steel capacity. Farmers, aiming at 
high production goals in 1942 and 1943, wished to purchase added ma­
chinery and equipment to offset the drop in the labor force. Many were 
unable to do so. However, in 1943-44 allotments of materials to farm 
equipment increased, and output in 1944 exceeded the record year of 
1941. 
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To keep farm machines operating, production of spare parts was boosted 
year after year. As a consequence, though the demand for farm ma­
chinery is still great, farms generally have become increasingly mechanized. 
There are 29 percent more mechanical corn pickers on farms today than 
in December 1941 ; 23 percent more combine harvesters; 49 percen t more 
milking machines. There is still a serious shortage of farm trucks, and 
farmers need more of sorne other types of farm equipment than is yet 
available. 

As another factor, a decade of soil conservation had built up plant energy 
within the soil and hence contributed to larger yields. Improved varieties of 
seed-notably hybrid corn-also increased production. And there was good 
weather throughout most of 1944. It all added up to a high leve! of pro­
duction per worker-28 percent better than in 1940, and 45 percent above 
the 1935-39 average. 

Legislation played its part. To stimulate farm production, Congress 
provided price supports for specific classes of agricultura! products . Prices 
received by farmers rose by 82 percent from 1935-39, and were 15 percent 
above parity in 1944. Realized net income of farm operators went up 
170 percent from $4,600,000,000 in 1940 to about $12,400,000,000 in 1944. 
Sorne of this increase was due to the higher volume of production, and 
sorne to the advance in farm prices as compared with farm costs. Prices 
paid, and cost rates other than wages to hired workers, increased less than 
half as muchas the prices received for farm products. Farm wages, however, 
increased 150 percent from 1940 to 1944. Not only did support prices 
help raise farm income, but, more important, they helped direct agricul­
tura! energy into products most urgently needed, whether crops or live-
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stock. Thus output of pork, milk, eggs, canning crops, corn, whffa}) soy-
beans, · and peanuts rose sharply, while the output of cotton / 
"Wartime Peaks in Agriculture"). In a sense, agriculture was ' 0 

incentive-pay basis, and support prices were to farmers what speCI 
nitions contracts were to industry and higher wage rates to labor. 

The object was highly practical-to provide an adequate supply of 
food for the armed services, the civilian population, and our allies, and 
to maintain reserve stocks to guard against a bad crop year or shipping 
exigencies. Thus stocks have been stored here, in the United Kingdom, 
and in the European theater. These stocks are still needed. If weather 
should be below average in 1945, shortages might develop. When the 
war ends, however, these stocks may become surplus to the extent that 
they are not absorbed by foreign markets or by relief and rehabilitation 
requirements. 

PROSPECTIVE DEVELOPMENTS. 
The Congress apparently foresaw this and provided íor the continuance 

·of support prices íor 2 years after the first day of January íollowing the 
termination of the war. This guards against an immediate collapse of 
prices ií military and lend-lease food procurement should drop off sharply. 
At the same time it assures a high leve! of production since it relieves the 
farmers oí the apprehension that crops which had been planted in antici­
pation of a given price might have to be sold in an unsupported market. 
Although we may enter the post-war period with íarm product deficits, the 
continuance of support prices after the war may impel farmers to raise 
sorne products above the then current consumption requirements. 

During and after the last -war-írom 1914 to 1920-farm land prices 
rose 65 percent. Those were the days oí $400 per acre íor íarm land in 
Iowa. Farm mortgage indebtedness in the United States rose from less than 
$5,000,000,000 in 1914 to $8,500,000,000 in 1920 and to $10,800,000,000 
in 1923. 

So far during this war, íarm land values have gone up 43 percent. But 
mortgage indebtedness has declined from $6,600,000,000 in January 1940 
to less than $5,400,000,000-the lowest leve! since 1916. 

The iníerence is that íarm land prices, though they have gone up, have 
not risen because of an overfree use of credit. However, the speculative 
situation bears watching. During 1944, the number oí íarm mortgages 
increased. It appears that established owners of land are reducing their 
indebtedness, but that a new group oí farm owners is buying on credit. 

The capacity oí the agricultura! plant will presenta fundamental post-war 
problem. lmproved practices, incrcased mechanization, and more in­
tensive use oí fertilizer have boosted output per farmer and per acre to 
record high levels. Therefore, in the post-war period the same number of 
farmers could easily turn out more than the pre-war volume of crops and 
livestock products. 
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In spite of this, farm workers drawn into munitions plants will return 
to the farms unless the leve! of industrial production is such as to hold 
them in other undertakings. Many soldiers drawn from farms will return. 
Supplies of sorne products will be available again from war-torn areas. 
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WARTIME PEAKS IN AGRICULTURE 
Output of wheat, beef, eggs, peanuts set new highs in 1944. Cotton, 
chickens are exceptions. 
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Hence, important readjustments in agriculture seem 
to maintain a high farm standard of living. How important itrt4 
serious these readjustments are will depend on the leve! of industrial 
perity in this country and on the extent to which farm products can be 

exported. 
In the meantime, the task facing American farmers in 1945 is to make 

history repeat itself by once again ·producing the high volume of foodstuffs 
and other products needed to feed and cquip the fighting and working 
populations of the United States ·and her allies. 

WARTIME AGRICULTURE: 1940-1944 
Percent Change 

1940-44 
Total output _____________________________________ _ 
Foods output _____________________________________ _ 
Acreage in crops __________________________________ _ 
Farm population __________________________________ _ 

Farm employmenL--------------------------------
Use of commercial fertilizer_ _______________________ _ 
Tractors on farms _________________________________ _ 
Crop yield per acre ________________________________ _ 
C>utput per worker ________________________________ _ 

Net realized income, farm 

Mortgage debt ____________________________________ _ 

Land 

• 

+ 21 
+ 23 
+ 5 

16 
5 

+ 45 
+ 25 
+ 10 
+ 28 
+170 
+150 

14 
+ 36 
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FOREIGN ECONOMIC OPERA TIONS 
The story of foreign trade during the war period is largely the story of 

lend-lease on the export side and the procurement of critica! war materials 
on the import side. 

Shortly after Germany invaded Poland, hoth Great Britain and France 
sent purchasing missions to the U nited S tates . to huy airplanes and other 
war products. These missions placed orders aggregating $4,000,000,000 
which started American industry to too! up for munitions 

As the war mounted in scale it soon hecame evident that neither of 
these countries had the financia! resources-the dollar halances-neces­
sary to huy the munitions they would need from this country. The United 
States had hecome a creditor nation. 

In March 1941, the Lend-Lease Act was adopted. This act with suhse­
quent modifications made it possihle for our Government to huy muni ­
tions and other supplies from industry and agriculture for transfer to 
Great Britain, Russia, and other countries, whose defense was necessary 
to the defense of the United States, without definite arrangements for 
repayment. 

Since January 1942, there have heen transferred ahout $18,000,000,000 
of comhat munitions to our allies, or 16 percent of total United States 
output. Of this amount, $16,000,000,000, or 14 percent of the total 

· output, was under lend-lease: • 

U. S. exports of combat munitions 

Percent age of output 
transferred 

Total 

Percent 

Lend-lease 
transfers 

Percent 
Aircraft . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 14 
Ships. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 9 
Guns................................................ . 12 11 
Ammunition........................................... 17 16 
Combat and motor vehicles. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37 32 
Communication and electronic equipment. . . . . . . . . . . . . . . . . 9 8 

1---· 1-----
Total combat munitions . . . . ....... ... ............ . . 16 14 

32 

Ministerio de Relaciones Exteriores, 
Comercio Internacional y Culto 

Argentina 

ALLIES GET 16% OF U.S. MUNITIONS 

TOTAL MUNITIONS AIRCRAFT 

GUNS ANO FIRE CONTROL SHIPS 

AMMUNITION COMBAT ANO MOTOR VEHICLES 
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_has. not restricted to munitions. I t has also helped our 
Alhes to mamtam the1r own industrial output. Exports of industrial 
products, many in unfinished forro, have amounted to approximately 
$6,400,000,00.0. Agricultura! products, representing about 10 percent of 
our total food supply, have aggregated approximately $4,450,000,000. 

Lend-lease exports, which ha ve exceeded $24,000,000,000 ( excluding 
certain ship rentals and other services), are divided as follows: 

Mar. 71, 1941-Sept. 30, 1944 

[000,000 omitted] 

Total United 
Kingdom 

Ordnance ............................. $3, S60 $1, 620 
Aircraft ... ... ...... . ...... .. .... . ..... . S, 010 1, 760 
Tan.ks and other vehicles . . . . ............ 4,460 1, 470 
Watercraft ............................. S20 230 
Agricultura! products ................ . ... 4, 4SO 2, 8SO 
Industrial products .......... . .. . ...... . 6, 380 2, 630 

Total ..... ... ... . . .............. 24, 380 10,S60 

REVERSE LEND-LEASE. 

Other 
British 

$940 
1, 660 
1, 230 

100 
270 

1, 400 

S, 600 

USSR 

$7SO 
1, 330 
1, 300 

170 
1, 190 
2, 1SO 

6, 890 

Otber 

$2SO 
260 
460 
20 

140 
200 

1, 330 

During the period ' in which the United States has been assisting its 
Allies through lend-lease, it has also received substantial assistance from 
these Allies in the forro of reciproca! aid. The United Kingdom has 
provided barracks, airfields, clothing, military bridges, ship repairs and 
many other items. Australia and New Zealand have provided substan­
tial food supplies. British raw materials have been made available for 
United States production. Other countries have also provided reciproca! 
aid. 

The reciproca! aid or reverse lend-lease obtained by the United States 
from the British empire is estimated by the British Government as follows: 

January-June: Total frorn 
1944 June 1942 to 

June .1944 

United Kingdorn .......................... . . $873, 400, 000 $2,437,000,000 
Australia, New Zealand, India ...... .... ...... 3SO, 100, 000 911, 100, 000 

Total .. ....... ............. . .... .. .. . 1, 223, soo, 000 3, 348, 100, 000 

, 

Since the invasion of North Africa, the United States has also cooperated 
with other United Nations in providing the minimum essential require­
ments for the populations liberated by the Allied forces. This program to 
date has been largely a military operation, administered by the Army and 
Navy, to prevent disease and unrest along military lines of communication 
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and to permit local populations to assist Allied forces. - ! j 
gress has authorized United States participation in the United 0 · 

lief and Rehabilitation Administration. The Foreign Economic A1trmnis­
tration has allotted $350,000,000 to date to procure supplies for UNRRA 
which include food, agricultura! materials and equipment, clothing, medica! 
supplies, and sorne transportation and public utilities equipment. The 
export of these supplies must be governed by the availability of shipping 
beyond military necessity and by the military situation. 

Lend-lease shipments have resulted in United States exports reaching 
the highest levels in history. In 1944 total exports will exceed $14,000,-
000,000 which is three times the leve! of 1940, and almost twice the peak 
leve! of 1920 when this country exported goods valued at $8,000,000,000 
for the reconstruction and rehabilitation of Europe after World War J. 

Despite shipping restrictions, imports have also risen as a result of the 
war, from $2,600,000,000 in 1940 toan estimated $4,000,000,000 for 1944. 

During the early periods of the war the United States engaged in pre­
clusive buying of materials and products which would aid the Axis powers. 
However, our import program has been directed largely to the procure­
ment of basic materials needed for war prqduction. In 1943, almost all 
of our tin, 85 percent of our wool, all of our nickel, 85 percent of our 
chromite, 85 percent of our manganese ore, and 60 percent of our 
tungsten were imported. 

We have provided financia!, technical and material aid to foreign gov­
ernments and producers to assist in the development of foreign sources of 
supply of critica! materials. . 

The attainment of adequate stock piles and the shift in war equip­
ments are permitting the reduction of sorne government programs for 
procurement abroad. Trade in severa! commodities has already been 
returned to private hands and studies are now under way to determine 
when and how licensing restrictions on foreign trade can be modified. 

PROSPECTIVE DEVELOPMENTS. 
Congress, in passing the Lend-Lease Act, made a majot contribution 

to early victory. It developed a munitions industry in the United States . 
It also made it possible to extend maximum aid in the war to our Allies; 
it did this in a way to avoid draining such countries of all their gold and 
dollar balances. 

As will be seen from the chart "Foreign Trade Goes to the cash 
imports into this country in 1943 and 1944 exceeded the cash exports, 
thereby increasing the supply of dollars abroad and the potential buying 
power for United State s goods after the war. 

The fact remains, however, that the world as a whole will need far 
more of the post-war production of the United States than it can immedi­
ately pay for. 
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FOREIGN TRADE GOES TO WAR 
l U. S. exports hove risen shorply 
since Jonuory 1941, 

Total Exports 

800 

-1941- -1942- -1943- -1944-

3. lmports hove held steody for tour 
yeors (limited by cargo spoce, etcl, 

Total lmports 

-1941- -1942- -1943- -1944-

2. Moinly os o result of lend-leose; 

Lend-Leose Exports 

3 
...J 

-1941- -1942- -1943- -1944-

4. And since 1942 hove exceeded 
cash exports. ' 

"Cosh" Exports vs. 'jports 

Cosh Exports 

Obviously, if our productive facilities are to be kept employed, we must 
buy not only in foreign markets but also must and doubtless will provide 
credit to those countries requiring our good s which are unable to make 
immediate payment. 

The financia! problems involved have been the subject of an international 
conference held at Bretton Woods. There r'emain major problems to be 
solved befare our own position in post-war trade can be determined. 

It is important that we do not repeat the mistakes that we made at the 
end of the Iast war. Foreign countries are in the end only able to pay their 
debts and to continue buying our goods by selling their goods and services 
to us. 

It cannot too often be said that if we are to get back the money which 
we lend abroad, and if we are to continue to sell our goods abroad, we must 
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be prepared to import goods on a large When. we l'l 

against imports we restrict the outlets for Amencan goods m fore1gn 
and reduce job opportunities at home. Trade breeds trade and trade 

tions breed unemployment. 
A full utilization of the increased resources developed in this country dur­

ing the war and a satisfactory condition of employment require a great 
expansion in international trade. 
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Total volume of freight moved by United States railroads, trucks, pipe­
lines, commercial air transports, and over inland waterways has risen from 
sorne 600,000,000,000 ton miles in 1940 to more than 1,000,000,000,000 ton 
miles in each of the last 2 years. This added volume has been handled with­
out an appreciable increase in facilities other than pipelines . 

The railroads have borne the brunt of the burden. They handled about 
70 percent of the total freight volume in 1944, as compared with only 62 
percent ofthe much smaller total in 1940. Railroad passenger traffic almost 
quadrupled, rising from sorne 25,000,000,000 passenger traffic miles in 1940 
to 98,000,000,000 last year. 

Three factors were mainly responsible for imposing extra loads upon the 
railroads: 

l. Closing of the Panama Canal to commercial shipping and diversion of 
inter-coastal ships l:o military assignment forced upon the railroads addi ­
tional transcontinental burdens. Sorne 7,500,000 commercial tons were 
shipped through the Canal in 1940. After Pearl Harbor, commercial ship­
ments stopped altogether. 

2. Submarine warfare for a time curtailed coastal shipping and tanker 
transportation of petroleum and petroleum products to the east coast. At 
the beginning of 1941, the railroads carried less than 1 percent of such 
traffic; tankers carried 95 percent . 

In December 1942, there was a serious shortage of petroleum products 
on the east coast. The presidents of eight railroad companies were re­
quested to meet with the Director of War Mobilization. As a result of 
plans · then suggested by the railroad execútives and la ter put into operation, 
by the middle of 1943, railroads were carrying 71 percent, tankers only 8 
percent. Last year, however, new pipelines were in operation arid moved 
38.7 percent of east coast petroleum and petroleum products; tankers re­
turned to transport 16.1 percent of the volume. The load on the railroads 
dropped to 37.8 percent of the total. 

Developments in the last month, however, indic ate that a number of 
tankers now in service may have to be recalled for overseas military opera­
tions. Since pipelines have been operating at capacity, this means that 
railroads may have to resume a major proportion of east coast petroleum 
transport. ( Since 1940, approximately 13,600 miles of pipelines ha ve been 
constructed, converted, or reversed as to direction of flow. More than 
$275,000,000 has been expended for new trunkli?e facilities.) 
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. k b . ¡ 3. Since new motor carrier eqUipment-truc s, uses, tlr un,-,.,..: 

not be provided except at the expense of munitions, 
transport and prívate passenger cars could not assume their p e 
share of wartime expansion in traffic. The railroads were forced to meet 
the unprecedented rise in passenger travel demands-about 40 percent of 
train equipment. Travel rationing has not been imposed beca use of difficult 
administrative problems although sorne nonessential travel has been cur­
tailed as a result of educational campaigns conducted by the industry and 

government. 
The achievement of the carriers was made possible by the untiring efforts 

of railroad workers. 

EMERGENCY MEASURES. 
Emergency wartime measures instituted by the Office of Defense Trans­

portation with the full cooperation of the industry and its workers include: 
1. Compulsory maximum loading of freight cars under ODT orders. 

This added the equivalent of 141,000 freight cars to the existing supply. 
2. Higher demurrage charges which penalized shippers for holding cars. 
3. Maximum utilization of equipment. The ratio of serviceable freight 

cars to total cars on line increased from 92.2 percent in 1940 to 97.5 percent 
in 1944; gross ton miles per serviceable freight locomotive increased from 
59,000,000 miles in 1940 to 85,000,000 miles last year. Movement of cars 
on line and through terminals increased from 39 miles per day in 1940 to 
52 miles in 1944. The average haul per ton of freight increased from 351 
miles in 1940 to 471 miles in 1944. 

4. An over-all program of export control to prevent freight congestion 
in ports. The coordinating measures of the military services, the War 
Shipping Administration and the Office of Defense Transportation, have 
prevented port tie-ups which in the last war sometimes backed up rail traffic 
from New York to Pittsburgh and immobilized freight cars for weeks. 

HIGHWAY ANO TRANSPORT OPERATIONS. 
The motor-carrier industry has obtained only 195,000 new trucks and 

buses since March 1942. This is less than 10 percent of the number it 
would normally require for replacements' and expansions. Nevertheless, 
loads ha ve gone up year by year. 

In response to ODT regulations, stores have curtailed deliveries, truckers 
have loaded to fuller capacity, special delivery "luxury" services have been 
reduced or eliminated. The result has a more efficient use of the 
available trucks and buses. For example, last year intercity buses trans­
ported 275 percent more passengers than in 1941-but mileage increased 
only 78 percent. Similarly, local truck operators cut mileage 40 percent 
below that of 1940 while carrying approximately the same tonnage. 
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Twenty-three thousand industry cornrnittees with a local rnernbership of 
102,000 have cooperated with the Offi.ce of Defense Transportation to 
obtain fullest use of the industry's restricted equiprnent. 

INLAND WATERWAY TRANSPORT. 
The volurne of water-borne freight in 1944 was 145,000,000,000 ton miles 

as cornpared with 118,000,000,000 in 1940. Total tonnage moved on the 
Great Lakes last year was greater than in any previous season, although 
ore shiprnents, as a result of reduced quotas, were sorne 11,000,000 tons 
below the peak rnovernent of 92,000,000 tons in 1942. Traffi.c in the 
Nfississippi-Ohio River systern and other inland waterways has increased 
since January 1942, particularly in the rnovernent of pétroleurn and pe­
troleurn products to the East coast. Barges moved 7.3 percent of total 
petroleurn products to the Eastern seaboard last year. 

PROSPECTIVE DEVELOPMENTS. 
The defeat of Gerrnany will result in an accelerated East-West flow of 

transcontinental traffi.c which will rnost likely require the retention of rnajor 
transport controls. The provision of additional equiprnent will then depend 
on war production requirernents. 

While post-war freight and passenger traffic rnay be expected to decline 
frorn current high levels, it should continue at a rnuch higher leve! than 
prevailed before the war. This suggests a heavy post-war dernand for 
trucks, buses, rail passenger and rnaintenance equiprnent to replace worn-out 
facilities and to irnprove service. 
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SHIPPING 
Under the Merchant Marine Act of 1936, Congress directed the Mari­

time Cornrnission to rnaintain a rnerchant fleet adequate to rneet the require­
rnents of national defense and to carry a substantial portion of United States 
cornrnerce. That act laid the foundation for the largest merchant fleet in 
the world. It has rnade possible the transport and supply of vast Dnited 
States and Allied arrnies throughout the world. 

UNITED STATES SHIPBUILDING OFFSET ALLIED LOSSES. 
Frorn January 1942 through · 1944, American shipyards have.turnerl out 

approxirnately 4,500 new cargo ships-transports, tankers, rruscellaneous 
rnerchant type ships and auxiliaries-aggregating about 43,700,000 dead­
weight tons. American construction alone has thus more than offset the 
losses of United Nations ships due to enerny action and other causes. The 
net gain has been continuous since December 1942. During same period 
also, thousands of the ships of Allied Nations have been repa1red after darn­
age by enerny action and heavy weather or overhauled after hard 

As a result the United States has become more than self-suffi.c1ent as a 
peacetime ca:.rier of ocean cargo. Last year United States ships carried an 
estirnated 59,000,000 long tons of cargo, or 76 percent of all United States 

MERCHANT SHIPS-Sinkings vs. Construction 
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ocean shipping. As contrasted with this total, United States ships carried 
only 8,000,000 long tons, or 23 percent of United States cargoes during the 
years 1930 to 1939. 

How this was achieved is well known. The Maritime Commission, early 
in the war, constructed new shipyards, enlarged others, and supplemented 
facilities of still others. Mass-production methods were introduced. One 
of the production marvels of the war is the reduction in construction time 
on Liberty ships from more than 200 days to about 50 days. Now Victory 
and other type cargo ships-faster and more suited to peacetime traffic-are 
replacing them on the ways. 

As part of its duties, the War Shipping Administration directs the allo­
cation, operation, and maintenance and repair of the merchant fteet. 
All vessels not allocated or assigned to the Army and N avy are operated 
by American shipping firms on schedules controlled by the WSA. To 
keep this huge fteet operating, officer and crew personnel has had to be 
increased from 67,000 men in September 1941 to approximately 200,000 
today. More seamen are needed each mónth as additional ships come 
off the ways. 

Since September 27, 1941, when the first United States merchant vessel 
was sunk, 5,855 merchant seamen have been reported killed, rnissing, or 
prisoners of war. 

POST-W AR FLEET. 
In 1939, there were approximately 1,100 seagoing vessels in active 

service under the American flag. At the end of the war, the fteet will 
exceed 5, 700 vessels, as follows: 

Assuming that none are built after June 1945, nearly 2,500 will be 
Liberty ships, which will have served their essential purpose -as a mass­
production, wartime vessel. These will not be satisfactory for fast, com­
petitive ocean-going service after the war, though undoubtedly foreign 
countries formerly engaged in tramp freight shipping will purchase a 
fraction of them at reduced prices. 

There will be 700 old ships, largely pre-war vessels, which in due course 
will be retired, as their operation costs become excessive. 

There will remain 2,500 efficient C-type and Victory dry cargo ships 
and tankers. A few of these may have been so drastically altered for rnil­
itary use that reconversion to commercial service may prove to be 
uneconomical. 

• 
PROSPECTIVE DEVELOPMENTS. 

The use and disposition of the merchant fteet, with which the 
United States will end the war, is a problem with international implica­
tions. Prior to this war, the United States' use of foreign ships, paid for 
in American dollars, helped to irnprove , our foreign exchange position by 
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able for the purchase of American goods. Therefore, we will have to 
weigh carefully the effects that a great United States merchant fteet will 
have on our intemational trade. 

The chart, "Projection of the Merchant Shipping Problem," points up 
the problem. In September 1939, Great Britain was the world's great 
maritime power, with sorne 24,000,000 dead-weight tons; the United States 
had about 12,000,000. It is estimated that at the end of the wear the . ' Umted States may have three times the fteet of the British-nearly 60 000-

' ' 000 tons as against 20,000,000. 
The Maritime Commission's Post-war Planning Comrnittee is now de­

veloping policies and procedures. Legislation is pending to govem the 
of war-built Discussions are being carried on with American 

shipping companies to determine their post-war intentions. Anchorage 
sites and methods for preservation of laiJ-up ships are being explored. 
Studies are being made of post-war tonnage expectations, probable condi­
tion of the ships, and likely commercial needs. Problems of post-war 
wages for seamen, working and living conditions, and soci¡:tl-security 
requirements also are being exarnined. 

The war has resulted in standardization of merchant ships. Parts are 
interchangeable. It will be interesting to see what effect this has on post­
war ship construction and on commercial investments in shipping facilities . 

The shipping expansion has not met the global requirements for shipping, 
but the situation will be greatly relieved by the full production of aii • 
types of ships in the first half of 1945. To provide for possible increased 
demands, I have authorized a limited extension of this program into the 
second half of 1945 for the Victory and C-type ships, which still wiii be 
badly needed for our war effort. It is hoped, however, that after next 
June construction of the slower Liberty ship can be avoided. It has 
se:ved as the real pack-horse of water transport during the war years, but 
wiii not be of fuii post-war value to us, or to other nations, in the numbers 
that will be available. 

In the meantime, the merchant fteet's wartime responsibilities wiii not 
cease with victory. Large numbers of troops presumably still will be 
overseas-in Europe and the Far East-as part of the armies of occupa­
tion. They wiii have to be supplied. And if a rotation of occupation 
arrnies is adopted, the transport fteet, largely converted from cargo ships, 
will be required to carry troops to and from Europe and the Far East. 
War employment of the merchant marine thus will continue for sorne time 
after the last guns are fired. 
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HOUSING 
-

The National Housing Agency has largely completed construction of 
housing for sorne 4,000,000 rnigrating workers and their families in more 
than 1,000 communities. Sufficient housing is available in most war pro­
duction areas. However, shifts in production, plus a few expanding pro­
grams, · continue to crea te new demands for additional housing. These 
demands may be expected to develop from time to time. 

The National Housing Agency plans to meet these demands by the 
transfer of temporary and demountable housing into areas of need from 
places where it is no longer and by new temporary construction. 

Prívate industry and public agencies have completed more than 1,730,-
000 new or converted family units since the summer of 1940. On Octo­
ber 31, 1944, there were 81,800 units under construction and 59,800 
others approved and awaiting construction, most of which were privately 
financed. In addition to these, approximately 25,000 units have been 
reported by the Army and N avy as necessary for workers in expanding 
munitions programs. 

The housing piogram involved a total investment of about $6,000,000 ,-
000, two-thirds of which represented prívate capital, protected in large 
part by FHA mortgage insurance. Throughout most of the construction 
period, a ceiling sales price of $6,000 and maximum shelter renta! of $50 
a month were established to insure that the housing would be within reach 
of the worker and to fo_restall use of certain critica! materials . 

A "Share Your Home" campaign conducted by NHA's local War Hous­
ing Centers and Home Registration Offices received wide community 
support. It is estimated that, through their efforts, more than 2,000,000 
workers were housed in structures already erected. This program, which 
has saved huge expenditures in materials, manpower, and money, must 
continue as long as war workers are being recruited. 

POST -WAR HOUSING NEEDS. 
A great deal of new permanent housing will !;>e needed after the war. 

The Nation entered the war with a substantial deficit of decent housing. 
During the war, aii housing has deteriorated because of intensified use and 
lack of adequate repair and maintenance. Moreover, war needs have pre­
vented the unrestricted construction of civilian housing. There also is a 
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large requirement for new housing to replace slum dwellings and other sub­
standard houses. 

• 
PROSPECTIVE DEVELOPMENTS. 

The National Housing Agency estimates that ·during the first post-war 
decade an average yearly construction of 1,260,000 nonfarm dwellings 
will be required. Construction during the period 192G-29 averaged 700,-
000 units annually. In the peak year, 1925, a total of 937,000 units was 
built. 

HOUSING-PAST, PRESENT, ANO PROSPECTIVE 

THIS IS WHAT WAS BUILT: 

During the 'twenties 

In 1925 (record year) 

During the thirties 

1941* (lost pre-Peorl 
Harbar yeor) 

NHA estimoted need 
for post-wor decode 

•lnctudes "Dttenfe 

o 

Note: Doto refer ta famity units onty ; form a-elhnQS. 

400 800 1200 
THOUSANDS OF UNITS PER YEAR 

This estimate of annual post-war need is based on a requirement of 410,-
000 units per year for increased families, 140,000 units per year for returned 
married veterans, 80,000 units a year for those families ilow jointly occupy­
ing homes and to establish a normal vacancy reserve, and 630,000 units 
per year to replace substandard dwellings and those destroyed by fire, storm 
or other disaster. 

The pent-up demand for new housing and for repairs represents a sub­
stantial opportunity for post-war employment. However, a high level 
of residential construction cannot be reached overnight. 

The amount of multiple-unit residential construction will depend largely 
on costs, since housing must be built at a price most persons can afford 
to pay. NHA is surveying the need for increased technical research to 
help prívate industry to build better housing at lower cost and to over­
come the problem of high land prices which makes slum clearance a 
difficult financia! undertaking. 
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NHA also is exammmg the type and scope of activity which e ill 'bf 
required of prívate industry, local and State goverrunents, and 
eral Government so as to make sure of an adequate post-war 
program. Included in this survey will be a review of the 
grams for Federal assistance in housing production and finance. This wlll 
ascertain what revision of the program it may be necessary to recommend 
to the Congress. Specia l attention will be given to the problem of 

improved farm housing. 
There is a need for better fact-finding in housing and in market analy­

sis. It would help in this work if the communities would lead the way 
in making an inventory of their housing situation, in estimating their 
further needs, and in planning to meet these needs. 
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INDUSTRIAL FACILITIES 
No single war program is closer to completion than that of industria l 

facilities (Chart, "Wartime Construction Nearly Finished"). Construc­
tion of new plant s, including equipment, has declined from a monthly rate 
of $800,000,000 in the third quarter of 1942 to about $200,000,000. But 
even in this mature program, sudden demands can change expectations . 
Because of the urgent requirements of the Army and Navy for amm unition, 
tires, and certain types of guns, and other equipment, new industria l insta l­
lations are nec essary. These will not change the direction of the construc ­
tion curve; . it still continues down, but it does not go down as fast as it 
otherwise would. 

Since July 1940, more than $20,000,000,000 has been invested in new or 
expanded industrial plant. About three-fourths of this expansion has been 
financ ed by the Government. Government facilities, including about 
$1,000,000,000 of work still to be done, are distribute d as follows : 

Aircraft_ _____ ____ ______ _______ ______ ________ $3, 350, 000, 000 
Shipways ____ _____ ____ _________________ ______ 2,195,000,000 
Ordnance _______ ___________ ___ ______________ 5, 159,000,000 

!ron and steeL__ _________ ____________________ 1, 352, 000, 000 

Nonferrous metals - - ----------- - -- - ----- - -- - -- 1, 200, 000, 000 
Cherrúcals ______ 768,000,000 
Synthetic rubber --------- - ------------------- 692, 000, 000 
1 00-octane gasoline______ _____ _______ _________ 203, 000, 000 
Machinery and machine tools_ ______ :___________ 803, 000, 000 
Other industrial plants____ ____________________ 356, 000, 000 

Tot al _____ _____________________ ______ _____ 16,078,000,000 

Not all of this plant will be disposable. 
About $1,400 ,000,000 is in expanded arsenals and Navy shipyards, 

directly operated by the Government. Probably most of these facil ities will 
be ret ained by the War and Navy Departments as part of their systems of 
permanent preparedness. 

There is also about $4,500,000,000 of Government-owned, privatel y­
operated facilities so specialized as to have little peacetime value. This 
includes smokeless powder plants, shípyards, shell-loading facilities, etc. 
Sorne of these plants shoul d be kept as stand-by munitions capacity . 
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That leaves about $10,000,000,000 of facil ities, immediately or pot . ._ .... ,.r.-__ 

usable for civilian production. These inclu de nearly all of the 
aircraft and synthetic rubb er capacity, most of the aluminum and mag­
nesium, and a good share of steel and machine tools. 
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.For. most of it will be sound public policy to get them 
as qlllckly as. the. of priva te parties who will operare 
them competltiVely. Th1s pohcy 1s complicated by the Iarge size of most 
of the Government-owned p1ants. 

Seventy percent of the Government's investment is in units which cost 
Many of these plants are out of reach of what we 

ordmanly cons1der "small" business. 

competition will be stimulated and growth of small business 
encouraged 1f (a) the facilities in any industry are disposed of to th 
smaller firms in industry or to firms newly entering the indust; 
and (b) the are d1sposed of in small units to as many 

as poss1ble. This policy should govern to the extent it proves 
practicable. Procedures for disposing of the surplus plant, under the 
Surp1us Property Act, are discussed separately. 

The huge expansion of facilities has been concentrated in he 
metals and chermcals. Facilities installations in the non"'ar industries h:vy 
been far below the leve! of ordinary years of good business. Furthermo:e 
wear and tear on plants has been far above normal while rep · d 

1 
' 

h b ' a1rs an rep ace -
ments een below normal. We may therefore expect a substancial 

of expansion after the war, despite the Iarge accumulated 
.capac1ty m war mdustries. 
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SURPLUS PROPERTY 
The first World War ended so abruptly that plans to 

plus war goods had hardly reached the discussion stage. 
organization already has been set up. 

dispose of sur­
This time, an 

The Surplus War Property Administration was established by executive 
order last February on my recommendation. Then Congress, iri the Sur­
plus Property Act of 1944, approved on October 3, established a three­
man Surplus Property Board to carry on this work. The Act, among 
other things, directed the Board to give maximum aid in the re-establish­
ment of a peacetime economy of free independent prívate enterprise, to 
encourage independent operators in trade, industry, and agriculture, with 
special attention to war veterans, and to stimulate full employment. 

Surplus property is inevitable in war. When peace comes surpluses 
will include everything from actual munitions which will have little or no 
civilian value, as bombers, tanks, guns, and artillery shell, to shoes, 
socks, food, mosquito netting, plants, industrial equipment, ships, and 
large and small passenger airplanes. In short, from a $100,000,000 steel 
plant to a 10-for-a-penny pin. ' 

Sorne portion of the surplus of civilian-type goods abroad can· suitably 
be used for relief and reconstruction in Allied and liberated countries. 
Stocks of clothes and food on hand in the United States also can be used 
for relief and rehabilitation, either through the armed services, through 
United Nations Relief and Rehabilitation or by sale to 
other governments. 

Sorne 1,300 industrial plants and other facilities, costing approximately 
$16,000,000,000, will become surplus after hostilities cease. Many of 
these plants are not easily convertible to peacetime production-powder 
and shell-loading plants, for example. Others may have to be revamped 
for civilian production. Others, however, may be useful in peacetime 
operations-steel milis, synthetic rubber, and aluminum plants. 

Other industrial properties will be képt on a stand-by basis for national 
defense; still others may be needed for continued production of supplies for 
our standing Army and Navy. Also, stock piles of certain critica! materials 
should be maintained as a military reserve. 

Obviousl y, industrial surplus disposal is a problem to be worked out­
finding how to utilize war-built resources to the best advantage in the 
national economy in peacetime. 
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DISPOSAL AGENCIES. 

Actual disposal of surplus has been assigned to existing agencies, as fol­
lows: 

Procurement Division of Treasury Department--{;onsumers goods, 
such as furniture, clothing, motor vehicles, etc.; 

Reconstructi on Finance Corporati on-aircraft, industrial plants, in­
dustrial real est3;te, industrial equipment and supplies; 

United States Maritime Com missi on-merchant ships, marine equip-
ment, and other marine property; 

War Food Administration-food; 

National Housing Agency-housing property and projects; 

Federal Wo rks Agen cy--{;ommunity facilities and certain nonindus­
trial real estate; 

Army, Navy-their own surpluses located outside continental United 
S tates. 

From June 1, 1944, to October 31, 1944, a total of $750,000,000 worth of 
goods had been declared surplus . Of surplus stocks then on hand, 58 per­
cent was aircraft-obsolete and war-weary planes and equipment; 12 per­
cent was plants and industrial real esta te; 4 percent metal-working machin­
ery; 3 percent ships and maritime machinery; 3 percent steel; 2 percent con­
struction materials; and 18 percent miscellaneous. 

About $84,000,000 worth of goods was sold in the period June-- O ctober. 
This included 35,383 many of which went to dealers for resale to 
farmers and truckers; $21,000,000 worth of metal-working machinery; 
$6,000,000 worth of aircraft suitable for civilian use; $.),000,000 worth of 
construction materials; $1,300,000 worth of constructior. equipment; and 
$1,300 ,000 worth of steel. 

So far, the volume of surplus goods has been very small in relation to 
the huge demand for goods of all kinds. Clearly, the needs of war pro ­
duction and of the post-war economy can be served best by the immediate 
disposal of all available surpluses. 1 t has been possible to sell these small 
surpluses through the normal commercial channels without effect on the 
leve! of employment or the structure of American industry. 

Most sales to date have been made by the 11 regional offices of Treasury 
Procurement and the 23 regional offices of the RFC. Goods ordinarily 
are sold to manufacturers or distributors and not direct to the consuming 
public, because direct sales have been found almost prohibitive in cost. 
Catalogues are being prepared, which will inform prospective buyers what 
is available and how it may be obtained. The RFC is planning to estab ­
lish huge regional warehouses, in which surplus goods will be displayed . 

The sales of consumer goods, June through November 1944, totaled 
$53,517,000, or 84 percent of the appraised value of the goods sold. 
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PROSPECTIVE DEVELOPMENTS. 
The Congress has set up special restrictions on the sale of dwellings. 

By law, the 400,000 temporary housing units built under the Lanham Act 
cannot be sold for residential use at low cost to improve housing conditions. 
Sorné of these dwellings, when dismantl ed, may be sold for use overseas, or 
employed in relief and rehabilitation work. H owever, Congress may desire 
to consider the advisability of changing the law so as to allow such dwellings 
to be used to replace substandard dwellings in cities or in depressed farming 
areas. 

About 63,000 permanent family units built with low-rent housing funds 
will become low-rent public housing after the war, under the jurisdiction 
of local housing authorities. The rest of the permanent units (about 129,-
000) and the demountable units ( about 78,000) will be sold. Wherever 
possible preference will be given to current occupants, and next to pros­
pective occupants, especially to veterans who will receive first considera­
tion . Sorne 10,000 units built by the Defe nse Homes Corporation already 
have been offered for sale. 

The Federal Works Agency is responsible for disposing of schools, hos­
pitals, sewers, health centers, fire stations, power plants, garbage disposal 
plants and other community facilities built as Federal projects under the 
Lanham Act, which are declared surplus and which must be disposed of 
within 6 months after the emergency ends. The agency is already trans­
ferring titles of many of these Federal projects to local public bodies. 

To facilitate the disposal of surplus war plants so as to permit their 
prompt utilization for other purposes, 1 appointed a special War Plant 
Utilization Committee to coordinate the work of the severa! government 
agencies having representatives in the field. lts chairman has reported to 
me that the Committee has enlisted from a community leve! the active 
cooperation of the United States Chamber of Commerce as well as state 
and local chambers, the Committee on Economic Development and its 
1,700 local committees, the Association of American Railroads and its 
industrial agents, and the banks located throughout the nation. The 
chairman believes that the chief deterrents to quick sales lie in the pro­
visions of the act requiring information to be submitted to Congress in 
eight classifications for facilities costing $5,000,000 or over, and submission 
to the Attorney General 90 days in advance of the consummation of the 
sale of any plant costing over $1,000,000. Congress should give further 
consideration to these statutory provisions. Certain option rights held by 
lessees also threaten to delay sales. However, about 250 lessees have in­
dicated an interest in purchase or lease, and the RFC is now carrying on 
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plant . Prompt action 

Recently, 1 have authorized the agencies owning surplus property 
abroad to proceed with its sale under policies to be established by the 
Surplus War Property Board. This will enable the Army and Navy to be 
prepared to sell facilities and installations no longer required in certain 
areas where rnilitary operations have closed, as in North Africa . 

The Surplus Property Act of 1944, as drawn, presents severa! adrnin­
istrative difficulties. The lirnitations governing the sale of real property 
may retard such sales. However, experience under the legislation is a 
prerequisite to any specifi<; recommendations for modifications. 

CONTRACT ·TERMINATION 
In the d.evelopment of a war production program beset by changing 

requir ement s, contract terrninations and the settlement of resulting claims 
have become relatively commonplace. . 

Alre ady, during the war, 120,860 contracts have been terminated, can­
celling commitments of sorne $25,000,000,000. A high percentage of the se 
cancellations, 109,000 of them , have been written off the books entirely 
as settled. Through the fall of 1944, it has been necessary to cancel every 
month sorne 4,000 contracts, totalling $1,500,000,000. 

In contrast to this experience, the last war saw only a few contracts 
canceled until after the Armistice had been signed. Then, almost over­
night; sorne $4,000,000,000 of comrnitments were terminated. As a conse­
quence, procedures for settlement had not been worked out and considerable 
difficulty resulted. 

Due to the knowledge gained in the last war and to the backlog of 
experience now being built up, the country should be able to handl e .the 
problem of mass cancellations at the end of this war with less financia! 
and economic unsettlement. 

Today the undelivered value of outstanding ' contracts is about $65,000,-
000,000. The full impact-and hence a detailed estimate-of the termi­
nation and settlement problem will not be realized until after final victory. 

Up to now, most terrninations of contracts have been followed by new 
orders . Firms whose contracts for making tanks have been canceled have 
been given orders for locomotives; contracts for building destroyer escort 
vessels have been switched to landing craft, and so forth. As a result of 
this, and because inventory and equipment intended for the contracts which 
had been terminated were often usable to fill new 'war contracts, many 
terminations have resulted in no claims at all, or in extremely small claims. 
The 109,000 terminated contracts which have been settled have an aggre-
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contracts, no claims were filed. '11'1 f 
After final victory, however, the situation may be expected to chang 

Terminations will be without benefit of new war orders and no-claim 
settl ements will decrease. The settlement problem will become more dif-
ficult at the same time that the need for speedy settlements will increase. 
Prompt settlement of war contracts is essential t.o orderly reconversion 
and to full employment in peace. Without it many businesses, especially 
small companies, would be financially paralyzed because working capital 
was frozen in inventaries. 

ADVANCE PREPARATION NECESSARY. 
Solution of this problem is two-sided. The Government must move 

promptly to clear the plants and books and industry's action must be prompt. 
Prime sub and sub-subcontractors should familiarize themselves with the 

Settlement Act and with the regulations of the Office of Contract 
Settlement, as well as with the procedures of the contracting agencies with 
which they deal, so as to facilitate the quickest possible reconversion to 

peacetime production. 
The Army and Navy have set up schools to train their own contract termi­

nation personnel as well as those of other contracting agencies. Special 
courses for contractors and their employees have been established at a 
number of colleges with the cooperation of contracting agencies. The 
Smaller War Plants Corporation is conducting an intensive educational pro­
gram among small businesses. It is good business for every war contractor 
to plan in advance and to prepare for prompt submission of settlement 

claims. . 
The Office of Contract Settlement, under its mandate from Congress, has 

issued regulations requiring procurement agencies to clear unwanted war 
materials and machines from contractors' plants within 60 days. Other 
regulations provide that, within 30 days after presentation of proper claims, 
a contractor becomes eligible for advance payment or loans of up to 100 
percent of the value of finished war materials, and up to 90 percent on other 
materials. But space cannot be cleared unless inventaries are properly 
prepared by industry, and money cannot be advanced or loaned on claims 
without detailed accounting statements. 

The Office of Contract Settlement has made progress toward simplif ying 
the routine necessary for termination settlements. Uniform termination 
procedures and forms for the presentation of settlement proposals have been 
adopted. 

P.resent procedure ordinarily calls for prime to settle directly 
with their subcontractors . However, the act permits direct settlement by 
the Government with subcontractors in case of undue delay. Surveys now 
are being made to determine the practicability of routine direct settlement 
with subcontractors. 
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After the first World War, the average time lag between termination and 
final settl ement was 8 months, but many claims dragged on for years and 
one was not settled until 1942. 

The average time lag between termination and final settlement is now 
about 4 months. Small and uncomplic ated contracts are settled mor e 
swiftly . Large contrac.ts, involving many subcontracting ramifications 

longer. But we have progressed far from difficult pioneer stage: 
m wh1ch occurred such cases as the one in which 16 months were consumed 
in settling claims growing out of termination of the International Harve ster 
tank contract at Bettendorf, Iowa. 

The most serious dela ys in the curren! program have been encountered in 
settling the cost-plus-a-fixed-fee contracts. The cost-plus contractors and 
their subcontractors submit vouchers and are paid as their work progres ses. 
These vouchers are subsequ ently audited by the General Accounting Office. 
which, in sorne cases, disallows payments already made. Therefore, prime 
contractors ha ve hesitated to pay off their subcontractors . until final ·settle­
ment. This holds up payments all the way clown the line to sub-subs . 

About 650 cost-plus-a-fixed-fee contracts ha ve been terminated with a face 
value of $6,635,207,000. Final settlements have been reached on contracts 
totalling about 20 percent of this, with a face value of $1,300,000,000 . In 
contrast, fixed price contracts which have been terminated have face 
values of $17,663,676,000 and more than 50 percent, with a face value of 
$9,411,768,000, have been settled finally. 

Many problems remain to be solved, but a good start has been made on 
setting up basic rules for fast, fair, and final contract settlement. The next 
task is to perfect and use these tools of settlement, both in the contracting 
agencies and in the offices and plants of ·the contractors. 
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TAX RELIEF 
Wartime taxation should end with the war. However, there can, be 

no general revison of taxation until the war is over on all fronts. 
Post-war levels of Government expenditures will be several times higher 

than in pre-war years. Interest on the debt alone will exceed total interna! 
revenue receipts of 1937. The requirements of the Army and Navy will 
be much higher than pre-war levels. The "G. l. bill" and veterans' hos­
pitalization will add to These are only a few of the items 
that make it apparent we will need revenues greatly in excess of pre-war 
levels. 

REMOVAL OF IMPEDIMENTS. 
But there can be no intelligent planning to "meet the problems arising 

out of the transition from war to peace" as directed in the act creating 
this office without giving consideration tci the removal of tax impediments 
to reconversion and business expansion. There are certain tax revisions 
which would not greatly reduce revenues, but woulá materially aid business 
recovery and expansion if adopted immediately following the close of the 
European war. Among are: ' 

Accelerated depreciation. 
Immediate availability of post-war refund bonds. 
Increasing the specific exemption for excess-profits tax 

purposes from $10,000 to $25,000. 

l. Depreciation: The acceleration of depreciation allowances will en­
able taxpayers to take the earliest possible advantage of technological im­
provements, secure more quickly new equipment, and provide more readily 
for business expansion and employment. The depreciation policy of the 
present law, which provides for a depreciatio 'n allowance computed 
according to the physical life of the property acquired, has a tendency to 
discourage the acquisition of new equipment and the formation of new 
enterprises. 

For example, if a busin essman desires to start a new business and to 
purchase new equipment, under the present tax law he may have consider­
able difficulty in raising the funds to acquire plant or equipment because 
of the length of time required to recover the cost of the new plant or equip­
ment through depreciation allowances. 
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It is clear that unless a taxpayer can recover his capital within a reason­

able time, he will not emb ark upon new enterprises, or acquire new facilities, 
which are essential to the production of income and the stimulation of 
cmployment. 

I suggest, therefore, that the Congress give serious consideration to the 
enactment of a provision to permit a larger deduction for depreciation in 
the earlier years of the life of the asset. In most cases, these are the years 
of the highest income. It may be advisable to limit this special allowance 
to the income computed for normal and surtax purposes and not for excess­
profits tax purposes. Such a provision would make it easier for the smaller 
business enterprises to borrow money for expansion of facilities. 

2. Many corporations, particularly the smaller type, will be handicapped 
through lack of capital to carry out their reconversion plans. Their finan­
cia! condition may be eased somewhat by making immediately available 
after the end of the war in Europe a part of their post-war refund of excess­
profits tax and by reducing corresponpingly the compulsory savings pro­
vision in the excess-profits tax. A limitation could be placed on the amount 
to be made available. 

3. While an excess-profits tax is justified in time of war, it is recognized 
that such a tax discourages small and new enterprises. I do not believe 
that Congress would be justified in removing this tax during the continua­
tion of the war with J a pan. However, its impact on the smaller corpora­
tions and new enterprises may be mitigated to sorne extent by an increase 
in the excess-profits tax specific exemption from the present $10,000 to 
$25,000. Such an increase will enable many small and new concems to 
become established during the transition period. 

' 
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··· · Washington, 

_ ........ ----

20 de febrero de 1945. 

Señor Ministro: 

Tengo el honor de acompañar a la presente 

texto del discurso pronunciado anoche por el secretario 

de Guerra, señor Stimson, sobre uno de los asuntos que más 

agitan la opinión pÚblica de este pa1s en la hora actual: 

el "National Service", el reclutamiento del trabajo. 

Este proyecto de ley se halla, desde hace 

tres semanas, pendiente de consideración ante la Comisión 

de Asuntos Militares del senado, después de hate:rse pronun­

ciado la cámara de Diputados favorablemente a su respecto. 

El secretario Stimson, al mencionar que apoyan la medida 
, 

los Departamentos de Guerra, Marina, producción de Guerra, 

el General Marshall y el Almirante King, presenta un cuadro 

completo de las necesidades de guerra, destacando a su vez 

los riesgos que habria en no seguir, en la materia, el 

ejemplo de Inglaterra y Rusia. por su parte los elementos 

obreros, por razones clasistas, y aquellos sectores de la 

opinión, celosos de las prerrogativas individuales aún en 

periodos de emergencia, resisten vigorosamente la sanción 

de la ley. 

Agrego al discurso del Secretario Stimson 

dos editoriales aparecidos en el "N. Y. Times" y el "Wa­

shington Post", de hoy, que se refieren al tema mencionado 

en la presente nota. 

A S.E. el Señ_or Ministro interino de Relaciones Exteriores y Culto, 

Doctor césar Ameghino, 

BUENOS AIRES. 
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sobre el resultado de este asunto, remitiendo la documen­

tación correspondiente. 

Me es grato saludar a V.E. con mi más alta 

y dis t ingu ida consideración. 

Anexos: j 
Buenos 

ARCHÍVESE.-
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Text of Stimson's Address Demanding National Service 
Special to TRE NEW YORK 

WASHINGTON, Feb. 18-Fol­
lowing is the text o! the address 
last night by Secretary Stimson, 
as recorded · and transcribed by 
THE NEW YORK TIMES: 

We have reached a crisis in this 
war. At such a time I feel it is 
my duty to speak plainly to you. 
I speak to all Americana, but pri­
marily to those who have sons or 
husbands or other dear ones at 
the front. 

As Secretary of War my single 
purpose has been to strive for the 
quickest possible victory of Amer­
ican arms-a victory which will 
save every possible life which 
might be sacrificad in a needless­
Iy prolongad war. Today we are 
in danger of a delay-an unneces­
sary delay-I believe which may 
cost thousands of unnecsssary 
casual ti es. 

At this momen t our armed 
forces are at the very peak of 
combat and the time of the con­
clusion of the war hangs in the 
balance. The great masses of our 
arm!es are deployed and Iocked in 
struggle with the enemy through­
out the entire world; in cruel 
depths of snow and freezing rain 
along the German border, astrlde 
the ice-ciad Apennines !n Italy, in 
the broiling heat of Luzon and 
swarming over the seas and 
through the vast reaches of the 
winter sky. The sun never sets 
upon their battle. The world has 
not seen such a fight befare. 

It ls a desperate struggle ágainst 
despet·ate enemies. Without ex­
cept!on and in every theatre our 
men are rendering a noble ac­
count of American fortitude and 
American valor. But the cost is 
growing as the climax mounts; 
and as more and more troops be­
come engaged our casualties rise 
higher week by week. 

In every war, · particularly in 
every desperate war llke this, ev­
ely month of the struggle brings 
out new problems in the race for 
victory- unforeseeable problems 
untll the test of battle has pro­
duced them; problema of the pro­
duction of new weapons, new 
types of planes and guns, of new 
applications of science; problema 
of new types of ships and num­
bers of carl'iel'S; and finally prob­
Iems of new types of soldiers and 
sailors and the uses to wh!ch they 
must be put and the numbers of 
them which will be necessary. 

In every war, particularly in 
every desperate war like this, 

every month of the struggle 
brings out new problema in the 
raoe for victory-unforeseeable 
problems until the test of battle 
has produced them; problema of 
new forros and numbers of weap­
ons and of ammunition, new 
types and numbers of airplanes 
and shlps and transporta, of new 
applications of sc!ence and finally 
new estimates of the numbers and 
the training of the men necessary 
to handle the new · weapons. 

Modern war is thus a great and 
grim evolution and he who recog­
nizes that and meets it is the one 
who wins the war. Prompt meet­
ing of the new needs will save 
lives. 

"The Enemy Does Not Wait" 
To wage such a war we cannot 

depend upon the old methods of 
peacetime industry. The enemy 
does not wait. We must have a 

1 ready eff!cient means of putting 

U. S. 'Labor Draft' ol 500 Workers 
Fought by New Bedlord Citiz ens 

NEW BEDFORD, Mass., Feb. 18 terson, War Manpower Commission 
(lPl-New Bedford labor, manage- Chairman Paul V. McNutt, and 
ment and civic leaders have Iabeled Massachusetts Senators Walsh and 

· Saltonstall and Congressman Gif-
the transfer ordered by the War ford of New Bedford. 
Manpower Commission of 500 tex- England local director 
tile workers to work in the Fisk o:( the Textile Union of 
and Firestone tire factories as America ero said he would seek 
"contrary to law and contrary to an inju;dion' in Federal Court 
the Constitution." Monday to restrain the textile milis 

1 At a meeting of the New Bed- from discharging workers in com-
1 ford Citizen's Committee, the pliance with WMC arder. 
action, termed by Mayor Arthur The WMC order effective 
M. Harriman as New England's Wednesday noon cause a 
first "forced., draft," was Ioss of pay fo; many workers, 
branded as unfa1r, unnecessary force night work upon them and 
and un-American." destroy seniority rights, Mr. Eng-

The Citizen's Committee, com- Iand sa!d. 
posed of The CIO and AFL said in joint 
and labor offic1als, was · orgam:z:ed statement at the meeting that they 
when a previous attempt was m- "regard the action as an attempt 
stituted by the WMC to handle to use New Bedford as a guinea 
New Bedford's critica! manpowe·r pig to work out a system of labor 
sh9rtage in war planta. <b'aft without any further authori-

New Bedford, a cit.Y with a popu- zation by Congress." 
lation of 110,341, is "lrincipally a A manpower survey in the New 
textile mili center. Bedford m!lls was made severa! 

Protesta against the transfer weeks ago and an attempt to re­
have been sent to President Roose- cruit workers voluntarily failed 
velt, Undersecretary of War Pat- two weeks ago. 

workers into the new jobs im­
mediately. 

Today in America there is no 
such means. While we have long 
since recognized that our Govern­
ment must have the means of sci­
ent!fically selecting and training 
our soldiers and putting them 
where they can best fight for 
their country's welfare, we have 
never given our Government the 
adequate machinery to produce 
the equipment and weapons for 
which these soldiers are to fight 
with. While we have by law or­
ganizad our young fighters and 
compelled them to sacrifice their 
Iives if need be in that service, 
we have never by law organized 
our workers who are to equip 
those soldiers and have them 
ready and able to fight at the 
proper moment. 

In thts we stand alone among 
our allies. While we have no 
service law, Britain and Russia 
have been worklng under such 
Iaws s!nce the very beginning of 
the war. And of course our ene­
mies have all been so organized 
from the very start. We alone 
are depending u pon voluntary and 
therefore ineffect!ve methods of 
organization among the workers 
who are producing the arms and 
equipment of our soldiers and 
furnish!ng them with their ships 
and all the other necessities of 
this war. 

As a result, ever since the be­
ginning of th!s war, there has 
been in America a constant and 
alarming turnover of workers in 
industries which are essential to 
the conduct of the war. In sorne 
important industries this turnover 
has actually amounted to 90 per 
cent per year. By every means of 
public exhortation the nation's 
leaders have stressed the impor­
tance of having the workers stay 
on essential jobs. They have only 
been partially successful. 

Literally hundt 'edl! ot thousands 
of workers, trained for jobs, work 
at them for a brief time and then 

quit for something el!e. Ask any 
plant manager if he can get effi­
cient production when he must 
cpnstantly slow down to train 
new workers for his idle ma­
chines. Every possible expedient 
has been suggested and tried and 
it has failed. 
It has become clear that there 

is only one remedy to this situa­
tion-that of adopting national 
service legislation to keep men at 
their war tasks. 

"Deadly Sh?rtages" Looming 
The inevitable result of this fail­

ure of American democracy is 
now becoming apparent at this 
crisis of the war. Shortages, 
deadly shortages, are now loom­
ing up befare us at a moment 
when every ounce of our power 
should be thrown into the com­
bat. I mean both shortages of 
weapons and shortages of man­
power caused by the misplace­
ment of our men. Our infantry 
will run short of its necessary 
replacements if the placea of 
young men of military age and 
fitness who are now working in 
essential war jobs cannot be 
promptly filled by available men 
who are older or not physically 
capable of the job, of the fighting. 
There is now no legal means of 
effecting this necessary trans­
position. 

On July 8 the President of the 
United 41States callad the attent!on 
of the Oongress to this s!tuat!on 
and asked for the prompt enact­
ment of a National Service Law. 
The Secretary of War, the Secre­
tary of the Navy, the chairman 
of the War Production Board, 
General Marshall, the Chief of 
Staff, and Admira! King, the 
Chief of Naval Operations, have 
all united in polnting out the ap­
proaching danger and the neces­
sary, and the necessity for the 
reme .dy, They have said that dur­
ing the first six months of this 
year ending July 1, there will be 
900,000 more men needed for the 
armed forces and another 700,-

000 needed for war production. 
Every responsible leader of the 

m!Utary and naval forces of this 
country as well as those responsi­
ble for war production are thus 
united in asking for national ac­
tion to meet theae shortages 
wh!ch would delay our onward 
sweep to victory. 

This call has been heeded by 
the House of Representativas. 
With much care a bill has been 
drafted which all of the m!litary 
and naval Ieaders agree would put 
into effect principies of Iaw and 
organ!zation which be effective 
for meeting the coming danger. 
The House of Repreaentatives in 
its f!nest trad!tion rose to the oc­
casion. Ita Speaker even descend­
ed from the rostrum and spoke in 
favor of the bill. A!ter four days 
of searoh!ng debate the House 
passed the measure on Feb. 1. 

Revtew of "Many Volees" · 
Since that date the bill has been 

pend!ng In the M!litary Affairs 
Committee of the Senate for near­
ly three weeks. According to 
the press, the committee has 
been hear!ng many volees-volees 
which object to placing upon our 
men at home the as.me compul­
sory respons!bility for national 
duty that has restad upon our 
men in uniform ever since 1940; 
volees which call it "slavery" to 
serve one's country at a benoh or 
at a Iathe; volees which, flying 
in the faoe of demonstrated ex­
per!ence, loudly asaert that man­
power shortages in industries can 
be met in this fourth year of this 
war by a mere fnv!tation to work; 
voices which, ignoring the long 
struggle which líes ahead of us to 
reduce Japan, expresa pfous hopes 
of the early fall of BerUn as the 
end of military and naval needs; 
so many volees speaking for spe­
cial and, by compar!son, trivial 
ínterests, that they seem to have 
stifled the volee of national fn­
terest and suffocated the bill. 

Enemies o! the b!ll are begfn­
ning to boast today in the streets 
of Washington that they have 
killed it. 

Amíd this confusion of volees, 
what has become of the call of 
the President and the judgment 
and pleas o! General 
Marshall and Admira! King? 
W!ll those who have trusted to 
theae men the Uves of 12,000,000 
citlzens in uniform, at the elev­
enth critica! hour deny to them 
the strength they say they need 
to brfng this conflict to a close, 
w!th the saving o! as many men, 
as Uves as possible." 

I have read that sorne are trou­
bled Iest, under the bill passed by 
the House, civlllan workers may 
be sent too far from the!r homes 
to work in munition plants. Does 
th!s seem a very weighty objec­
tion to you fathers and mothers, 
you wives and sweethearts of our 
fight!ng men, whose Ioved ones 
have been bravely and willingly 
flghting in the torrfd jungles of 
New Guinea or the frozen hill­
sides of the Rhine? 

Your men are risklng thelr lives 
at the direction of their country 
and many thou!!ands of miles from 
home which sorne of them have 
not seen for thlrty months. The 
word of their leaders has been 
enough for them to offer the full 
measure of theh· devotion. I say 
that prolonged consideration of 
comparatively trivial details of 
this legislat!on .should not be al­
Iowed to jeopardize the giving of 

our fighting men of thee full sup­
port of our own strength. 

"We Dare Not Delay Longer" 
We dare not delay longer. The 

fighting on every front grows 
more savage as our brutal ene­
mies are pressed back into their 
citadels. 

I say to you, as the pledge of 
my official duty, that the passage 
of this measure by the Senate with 
its main principies unchanged 
is needed by the Army and the 
Navy to supply critica! shortages 
in our essential industrial plants 
and to help fill the places of 
young vigorous workers who may 
be then sent as replacements to 
battle-weary troops. 

But even more than this, I be­
lieve that the passage of the bill 
will be a signa! to the men on the 
battlefront that there is to be 
no longer discriminat!on against 
them on the homefront. It wm 
be a sign to our soldiers and sail­
ors that all of America is behind 
them. Action by the Congress 
will sustain and strengthen the!r 
spirit in the thick of battle-yes, 
and the spirit of their families 
wa!ting at home for the victory 
that will bring their men back. 

That !s the crisis with which we 
are confrontad. I say again to 
you fathers and mothers, wives 
and friends of the soldiers, for 
whose welfare I have a great re­
sponsibility that every day this 
war is prolonged is inexpressibly 
costly in precious Uves. Let us 
stand together. Let us speed the 
victory by treating this crisis of 
the war in the true spirit of 
American democracy, with justice 
between man and man, between 
soldier and civilian. 

When the facts are thus under­
stood, I believe that the volee of 
American consclence wil be heard. 
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Mr. Stimson's Plea 
Secretary Stimson 's call to duty on Sunday 

night summarized the arguments for prompt 
action on a war work bill as plainly as they 
can be stated . We are at the crucial moment 
in the war. All of our national energy is 
needed for the final blows required to knock 
out brutal and cunning enimües still fighting 
desperately. Millions of our young men in 
uniform are facing unbelievable hi!rdships 
from winter weather and enemy fire. But 
on the home front some men are casually 
leaving their jobs for comparatively petty 
reasons, thus jeopardizing the output of 
necessary weapons. In sorne vital war in­
dustries the labor turnover has amounted to 
90 per cent a year. 

Here is indeed a picture calculated to 
make any Secretary of War heartsick . It 
is a source of the keenest anxiety also to the 
parents and ·wives of men who are bearing 
the brunt of the battle and of millions of 
others eager to see this horrible orgy of 
bloodletting stopped at the earliest possible 
moment. No less is it the concern of the 
great majority of working men who have 
toiled faithfully for long' hours to produce 
miracles of war production in the last three 
years. There is little patience anywhere 
with the small minority who are flitting 
from job to job, or from jobs to idleness, for 
wholly personal reasons. 

The fact remains, however , that it is much 
easier to make a speech or write an editorial 
aqout this situation than it ís to pass satis­
factory corrective legislation. Secretary 
Stimson complains because the Senate Mili­
tary Affairs Committee has spent nearly 
three weeks mulling over a variety of bills 
to put compulsion behind manpower place­
ments on the home front. That delay is most 
unfortunate. But the chief reason for it 
seems to be the conflicting reports given to 
the committee by administrative officials as 
to manpower requirements and as to the 
type of bill tl;ley want. Administrative offi­
cials concerned with manpower at one time 
signed a letter favoring the May-Bailey bill 
with certain amendments. But the com­
mittee soon discovered that this compromise 
on paper covered a multiiude of differences . 
Its attempt s to find out what type of legis­
lation the Admini stration really wants has 
led only deeper into confusion; for , as Ber­
nard Baruch once remarked, the Govern­
ment is once more speaking as a "centi­
mouth." 

Mr. Stimson 's plea was only for prompt 
enactment of the May-Bailey 1Jill as against 
"prolonged consideration of comparatively 
trivial details ." There is now a broad meas­
ure of agreement, however, that this bill 
ought to be amended in sorne particulars. 
Even General Hershey agrees that place­
ment of men drafted for war work should 

- --------- not be left to the Selective Service System 
which he heads. W e ha ve a good deal of 
sympathy with the Senate Comnüttee 's ef­
forts to the confused advice that 
the Army, Navy, War Manpower Commis­
sion, War Production Board and other.. 
agencies have dumped into its Iap. The 
committee also hesitated to act because of 
the weakness of the administrative machin­
ery to which enforcement of a labor draft 
would be assigned. We hope that the com­
mittee will act soon, but its chance of de­
vising a satisfactory bill has been seriously 
-npaired by failure of admínistrative offi-
ndc tn do thejr.__nart " 
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MR. STIMSON TO THE SENATE 
Speaking in behalf of the millions of 

American soldiers for whose welfare he 
has "a great responsibility," Secretary 
Stimson has protested warmly-and, 
we think, justifiably-against delay in 
the Senate in the handling of the May­
Bailey War Service Bill. This measure 
was approved in the House of Repre­
sentatives on Feb. l. Since then it has 
spent eighteen days in the hands of the 
Senate Committee on Military Affairs, 
subject, as Mr. Stimson says, to "so 
many voices speaking for special and, 
by comparison, trivial interests, that 
they seem to have stifled the voice of 
national interest and suffocated the 
bill. " The appeals of President Roose­
velt and of the armed forces for prompt 
action have gone unanswered. 

A few Senators have replied indig­
nantly to Mr. Stimson by asserting that 
he has "indicted" the record of Amer­
ican labor for an alleged failure to sup­
ply our soldiers with the weapons 
which they need. He has done nothing 
of the sort. What he has "indicted" is 
the failure of Congress itself to create 
an or<lerly control of wartime employ­
ment under which American labor and 
American employers could be expected 
to make a maximum contribution to 
the success of our troops in the field. 
The problem is not only to find me·n 
for war jobs. It is to keep them work­
ing at war jobs, the same war jobs, 
after they have acquired efficiency at 
these jobs. Mr. Stimson notes that in 
sorne important war industries labor 
turnover has actually amounted to 90 
per cent a year. What does this mean? 
It means that practically an en tire new 
labor force must be brought into these 
industries and trained anew every year, 
with all the waste and the inefficiency 
and the slowdown of production which 
such a sweeping change in personnel 
involves. No "voluntary" methods of 
appeal and exhortation have cured this 
situation. As Mr. Stimson says, "every 
possible expedient has been suggested 
and tried and failed." And in these cir­
cumstances "it has become clear that 
there is only one remedy to the situa­
tion-that of adopting national service 
legislation to keep men at their war 
tasks." 

What sound argument , of morals or 
of logic, can deny the fairness of ap­
nlving legislation to all men in the 18-

'C ••••••••• 
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@j Buenos Aires, marzo l de 1945.-

Sefor :-'ocargudo de Negocios: 

Tengo el ugr ado de 

oiri girme a V. E. parH ucusur recibo de su n° 

120 de 20 de febrero ppdo., con l a que tiene 

a bien envi a r el texto del discurso pronunciado por ef 

Secret •nio de Gue-rra, sobre el " ilí.i -· 

tional Service", el reclut amiento del trabhjo. 

CoD tul motivo, renuevo 

ol señor Enobr g:1do de las expresiones de mi 

mayor consi deración. 

A S. E. el doctor Rodolfo García Arias 

inistro Pleoipotenci t. rio y Eocarg{jdo de de 1(.. 

Repúblicu en los Estados Unido s de ·arte iméricu.-
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Señor Ministro: 

23 de 

Tengo el honor de dirigirme a V. E. a fin 

de acompañar a la presente un ejemplar del informe que aca­

ba de publicar el Secretario de Marina, James Forrestal. 

La parte substancial del mismo examina diversos aspectos 

de la producción y del movimiento de suministros navales; 

estudia asimismo problemas relacionados con el sostenimien­

to de barcos y con la vasta organización industrial necesa­

ria para mantener en un pie de eficiencia una marina tan 

poderosa como la que tiene actual mente Estados Unidos. El 

informe, sin embargo, no pasa revista a todas las activida­

des desarrolladas por la Marina norteamericana durante el 

conflicto, ni a la intensa acción bélica que ha desplegado 

en los diversos teatros de guerra. 

El Secretario Forrestal, en la introducción 

de su informe, recomienda que se mantenga y aún se aumente 

e 1 considerable margen favorable que posee la marina de 

Estados Unidos actualmente, y que le ha permitido realizar 

varias operaciones bélicas al mismo tiempo contra el Impe­

rio Japonés. Asimismo aconseja que, después de la guerra, 

Estados Unidos y sus aliados deben mantener escuadras ca­

pacitadas para ejercer el control de "los océanos del 

mundo". Agrega que semejante poderío no es inconsistente 

con los planes que se están formulando para fundar una 

colaboración internacional, pues Estados Unidos deberá 

participar en una sociedad de naciones dedicadas al est 

A S. E. el Señor Ministro interino de Relaciones Exteriores y Culto, 

Doctor César Ameghino, 

BUENOS AIRES. 
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blecimiento de un orden mundial, justo 

r6 intervenir, de serlo necesario, con l a fuerza adecuada. 

F a t 1 t a a t a "1 a· un amen a o que an ece e es acan o que os me 1os para 

conducir la guerra deberán estar en manos de aquellos que 

la odian". 

La lectura de este documento resulta útil 

para situarse en la interpretación de un horizonte interna­

cional tan lleno de interrogantes. 

Saludo al Señor Ministro con mi más alta y 

distinguida consideración. 

--
Ai res , marzo ¡J de 1945.­

Acúsese rec i bo y remí t ase el anexo 

ol hlini s t erio de Guerr a .-

r=:2 
/l 

' 1 • 
r·-- . • ¡., , 

1 

. ' ) F'...-
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El · inisteri o de Relaciones Exteriores y 

Culto tiene el agrado de remitir al Ministerio de 

Guerra un ejemplar del informe que acaba de 

car el Secretario de L:arinu, de los Estados Unidos 

de América , en el que trata sobre diversos aspec ­

tos de l a producción y del movimiento da suminis ­

tros navales , y que fuer a envi ado por la Embajada 

de la República en ese país . 

AL MINISTERIO DE GUERRA. -
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Señor Pncargadp de y e.:;ocios: 

Teo¿o el de 

dir i l irllie V. 8. r rucibo de su 

-:.le feche.. :..J de fGbrero ppdo. , cou la que 

tieu. b bien rewitír Lt estd un Hiow-
" 

pl:)r del in forae que é.!Céib<:..o de :u.blic .... r el "'ecre­

tbrio de wbTinu , dO los 'stdd os Uoiaos da Norte 

diverBos aspectos de la y del moviakD 

to de suministros nhvulos .. 

tero al seflor de Ne ocios expresi2 

nes de mi distin cuida 

A S. B. el doctor Podolfo Ari us 

Vinisuro Plenipot enciar io y Encur g do de TOfocios de la 

RepJblica en los Estsdos Unidos de Yorto Américu .-
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POR CORREO 

,...·' 

R.E. 153 

o 

señor Ministro: 

En los periÓdicos del 28 de febrero ppdo., 

aparecieron los primeros comentarios relacionados con una 

publicación titulada "Segundo Informe del General en Co­

mando de las Fuerzas Aéreas del Ejército al secretario de 

Guerra". Este informe del General H. Arnold sobre la 

aviación norteamericana no ha sido circulado aún y por 

esta Embajada no ha podido obtener otro ejem­

plar que el que se adjunta a la presente. 

Expresa el eplgrafe de la publicación men-

cionada que el informe ttres esencialmente una narración de 

combate, escrita en momentos en que el esfuerzo de la 

aviación alcanza un punto culminante en el teatro europeo 

y está llegando al limite de nuestra capacidad en el Paci­

fico ••••••••• trata de explicar, a través de actividades 

tipicas y de valor ilustrativo, la forma en que las accio-

nes aéreas han afectado el curso de la guerra, considera 

lo que se ha obtenido y traza el papel desempeñado por las 

Fuerzas Aéreas del Ejército ••••••••••• " 

El actual informe es el segundo presentado 

por el General Arnold. El primero, publicado en Enero de 

1944, describiÓ el crecimiento y el desarrollo de las Fuer­

zas Aéreas antes del ataque a Pearl Harbour; el sistema de 

entrenamiento, el programa de producción aeronáutica y el 

A S.E. el señor Ministro interino de Relaciones Exteriores y Culto, 

Doctor césar Ameghino, 

BUENOS AIRES 
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resultado de la actividad bélica durante los años de 1942 

y 1943. El presente se ocupa de las actividades bélicas 

y e iertos otros aspectos de la aviaci6n norteamericana 

durante el curso de 1944. 

El estudio comprende yuatro secciones. Las 

dos primeras pasan revista a la actividad militar de las 

FUerzas Aéreas contra Alemania y Japón. Revelan intere­

santes aspectos de la estrategia de las batallas aéreas y · 

el plan seguido con el objeto de destruir la aviaci6n ene-

miga, sus comunicaciones y materiales vitales. Merece 

señalarse que en la primera sección, por primera vez, se 

divulga informaci6n sobre el plan aliado con motivo de la 

invasión del continente europeo. 

La segunda parte del informe, relativa a 

las hóstilidades contra el Japón, contiene una relación 

de las campañas en los diversos sectores del pacifico. 

Asimismo ilustra respecto a los resultados obtenidos con 

el gran avi6n de bombardeo, el llamado B-29, que en los 

"raids" sobre las propias islas del Imperio ha dado resul-

tados que se consideran 

La tercera parte hace referencia a los tra-

bajos de investigación realizados y el adelanto obtenido 

en la aviaci6n norteamericana. Las perspectivas que ofre-

cen los nuevos aparatos son motivo de interesantes apre-

elaciones. 

En la Última sección el General Arnold emi-

te alguhas expresiones con respecto a la posición de 

Estados Unidos en una guerra futura. Manifiesta que este 

pa1s será el primer objetivo del enemigo, debido a que, en 

primer lugar, es potencialmente la nación militar más gran­

de y que "el agresor con designios de una dominación mun­

dial que no consiga quebrantar a este pais antes de que 

movilice sus recursos, probablemente seria derrotado" y en 

--- ------ ----- - ----------
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segundo término, debido a que en el futuro 

técnicamente posible "asestar rudos golpes aéreos, a 

través de los oceá.nos y aún a distancias más grandes". 

Bosquejado el cuadro de lo que es la reali­

dad de la aviación norteamericana, el General Arnold 

sienta la tésis de que Estados Unidos deberá continuar 

siendo la primera potencia en aviación militar, preparada 

para luchar con gran superioridad de condiciones contra 

cualquier adversario. ' . 

Me es grato saludar a V.E. con mi más alta 

y distinguida consideración. 

Anexos: 1 

///n os méHZO /{ de 1945 .­

rec i bo y r emi t ase el anexo 

a la Secre t ar Íá de 1\eroná ica .-

... =- 7Wil 

MINISTERIO 
EXTERI::'>':.':.E8 

a.-.--t¡l$ 2 o 
· -..aJ hutk .. 

- - --- - -- -
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Buenos Aires , l S4[,.-

1 Vtr 
Se2.or Euc ar t-...do de Negocios: 

Ten ,c;o el aer:;dO e 

do el i ri g i r rr.e él V. E. par¡, <10USdr recibo nota 

oc de feuha 1° del con que tieoo a 

bie rom.i t ir :.1 eBti:1 C<.lccillerí· un ejüwpl r de la 

t i Informe .Jel. Ceu ora l 

c::o Couwndo ·Jc lé.w Furrrz..,s .. \ 8 rt..3S dol Ej ército , l 

Con t_l motivo rei -

ter o & V. D. l ¡;s oxpYP0iones de r.ü c:m 

ni d e r u e i 6o . 

\ 

A S. E. el Rodolfo Gurcia hrios 

"inistro y de NeGocios de la 

Bep.í.blic ... Arwuntio"' en los ·stud os Unidos de 1 orte 
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El d ir.iste1·io de Relaciones Exteriores y 

Culto tieoe el · gr<..do de rerni tir & le; Secretaria de 

un eje plbr de l a fublictci6o 

''i:> ecuudo !o f orme del Geueru l eo Comcmdo de li..ls ' uor 

z0s del 1 o de v , " 

que f uera por l a de ¡' ica en 

los Fstudos Uoi os de »orte 

CARLOS AlBERTO FAIIUM!t 
CONSEJERO DE r •.'"l•J ,,D A .\CARGO 0 1 U Buonoe .4 ires, rtt.rzo ( D de 'J.-

DIRECCt<:•• l -·· ··--., .T:cos 

2 O lAR. 1or¡r¡ 
.. .. 

e..ra1 Alói•ltt• .. 

, , 
LA SECRET. Fl. .ME_ ON •. Uni C . • -

- ----
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1 (J -u· 1 - • 

C' 
J 

Buenos Aires , 1 2 

Señor stro : 

Me es a refe -

rlrrne al oficie de estP 131 PR. ccn fe -

cha 11 de octubre del año ?asado se diri_'":iera al 

tnric de Relr cic1P2 Exteriores y Culto . 

mej'"'r infCT'ffiG.CÍÓn c.e V. '1'. r iunto 

agreec conla ae lo rnencicn da neta le la 

importancia de i ndole militRr esto ya nue 

ex i ste la necesidao irn_9cstergable de una inm¡..•:;¡ i at:::. res -

d 
t, , • 

e Arnerlca . 
Con tal motivo , !lprovec:bo 1 '1 oDortxni:-

dad p·lr" reí t erar 1.l se'lor las ele rni ma:ror 

cc::sicler::cinn . 

1 

P 2. f . el de Rel:.cirnes y C1Jlto 

Doctor· ""n. Juan I. Coo'.e . 

S/ . 
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BuP.nos n i res , l l d0 

PERSONAL A O 

Letra .. • ( 8 ) 

N9 .. PR. 

1 

1 

1 do 3 efcctc 

nP.s f'obr>? el tratmJiPntc 11cc- nc e ;e e el pcr un '1"1'1-1 

cs ,rle e f'liDC'''':::i0c, SP dnccubr'l f'Jcra rlp .1 . ..,.T.c tc l 

1 
S, t.CT.C.dlo i'e aC"C<'cJC "l .. JCT' 0 8PI 

Departamento e:::;, cficl- l•,·TJ· clf' 1 7 .. m·l""'/' c1 o (r-r _ l 

pe2 . l. It "PR" / ::14?).- 1 

H hacer oro;ncHt PP>.q circ"nebnch , me l 

A ol 
nJctc p r • :_j'C'ÍC' (', - C' /" . 

E 

. ' 

1 

>T'l,....,-r,c v f'l,l t C' 
- ' \ l. - ..1 ' 
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1 : 4. O R A D U l.í 

Ln Wl (.O f'E:chc. 16 d0 .. zrzo do 1942, 1 

de los t;;. (os Unic.os de J .... .:éric .... se C:ir i,:).Ó n es t-.. 

rL. , lt:.... cien e o cr...ber "_Ue :por <ú.spos ic · ón del ).1:-a.irun bri t '-

nico tru.n.:.;rütid,, ::1 De:part::uxm to u.e ::· rina C:c ·.¡·,shin:ton , so 

hostile s l os submarinos no por 

Q-:l SU :;_JO rf'icie O SU!llOr[.iC OS , r UO h .. en hgUdS no te-

.. les . :Jo obsta.nte ell o, el llecó L. un 

"'cuerdo con Tur· uí <.... , Es:IBflr;. y Portuw&l, fin d. e dc:.r un tr1... tr -

_ue se vi er,1n l ibres Je i_;r o de ser -...te.. ca dos . 

Con ontr.J.ct·' en 1'1 uel J' _¿ón , -siempre c.1. e..::tar 

!:le!TI.oranc1um C:e re fe rene i& - va r ios p._ L,es sud&.::neric::..nos se veríun 

envueltos en m..ls de un conflict o ... nte la disposición citad" , por 

lo "_u e el Departo.ncn t o de Es t8 do suserín c.l Gobierno Arcent in o 

ue .. ceptase 1 uctitud de lds :-raciones Unidc.s sobre el :rx ... rticu -

l::;.r , ."led.:vnte un r...cuerdo por el cuc.l nueotrus .... pon -

O.rí:...n en o I':'evio del do de L, 

lJortear:1eric .. m., lc.,.s de t..:;uus terr.: torütles donde nuestros 

subr.Drinos h, rL .. n sus noti ficcmdo l:...s fechc.s de re a -

li:,u.ción de LiS m.ism[,s . 

?..e 1ueridc. 1& opinión del :r.:inis terio C:.e este Depo.r-

tur.xnto se expiC::ió fé:'.vorablemente con fecha. 31 de de 1943 , 

1·.1 s z s en u e se efectuu.rL,n los e jG rcicj_os , y es1)e -

ci:.· ic&nd o ue en to6os los Cu sos, nuc .:-;7.:c os se tr<.sl.:. -

d. cor1paf dos por bu'_ues. de SUJ:Ierficie . 

dictenen de 9 de &bril 1942 , el ex- Consejer o Po -
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lítico Legc.l de l , Cuncilleria, Dr. I ...; idoro Ruiz l.:oreno, hi o;:_ o su-

yo el e ri terio sus ten taeo por el I.:ini sterio de I<.:arin:., fund snd o 

su opinión en el hecho d.e l r1s e, r',cterÍL ticas c.e los subrtr ri-

nos son tales, ":U e no sería posible 1lll.': protección ..... decuc.dc. pa-

ra los bu'}ues de guerr<! ele sur·erfic ie si éstos no pudiesen toi!1.D.r 

ciertas medieltts en conso:1 a nciL con esas c<=tracter:í.sticcs, e:.e;ree;an 

do en virtud de existir l a nor.rru...\ eue :.,utoriza e u..r1 belice -

r .. nte :pa.!'8. t om:;.r deterninadas .illec1idas en la '7ona 'le sus operaci.2_ 

nes , con respecto ¿ navíos neutrales, también se fundaba su-

gestión del Gobierno de los Esta G.o s Uni d.os de extender dicht:.s 

dispos ::.ciones o. los sub.rtlL.rinos neutrales. 

Acepte.d.c. la pro11osición norte cur..ericana, se hi¿o l & comu-

nicación respectiva a la Zrn.bajad<... de dicho púÍS, por ner.l8rcmclu.rr:. 

cl0 í'ec]tú. 9 de abril de 1 942 .• 

El :.:inisterio de se ha dirigido 1 :.:inisterio de 

.Relaciones Exteriores y Cult o, por nota Sp . G( :.,) :.J0 l81 "PR" de 

11 de octubre de 1945 ' solic i tcmdo se inicien tró:.ites en te lcs 

Embajadas de los Estdaos Unidos ele América y Gran Bretaña, para 

ue se dejen sin efecto las disposiciones mencionadas. 

L Direcci ón de Asuntos Políticos juzga oue, habiendo 

cesado toda cctividad bélica en nuestr as ae;uas territoriales 

así como en alta mar, co .. 1o consecuenci& de la terminación de la 

guerra, han desaparee ido les causales invocadas por el !.Iiniste -

rio de Marina y por el Doctor Ruiz 1.!oren o para aceptc.r la suges -

tión propuesta . Zn consecuencia corresponde dirigir nota e la 

Zm.ba j ada de los Estados Unid o s de América , s olicitand o se de j en 

sin efecto las .D.edidas de referencia . 

Buen os Air e s , enero 18 de 1946 .-
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Ref . nota del r.:inisterio cte r;:arina , Letra S:p . 
2 N° 4 PR. 

YfJ¿y 
D.A.P. 

///nos Aires, enero lS de 1946 

La nota del 11 de octubre de 1945, a se hace 

referencia en la :present e nota del seúor 1Linistro d.e i:.·:arinc.. , h:-.:; 

sido encontrada agregada el expeétiente , con los antecedentes 

del sunto , sin he_ber te ni eJ. o tr&mite t.lg uno . Se dispone en la 

fec11a une invest:i{:_;ación con objeto de c,vericuar cual ha sido 

el m.otivo . 

21 ENF H 
... ! ... .. .. . l!)lftECfOR DE ASUNTOS POI.ITIOOE 

Oe•eral r ulhocG> 
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, 1,M1H JADA DE T, s Esr-' .. nos 
UI'IDOS D: AMERICA 

N O A V E R B A L ------

- --

1", ' 1 • ) _¡ 
.. · 

La Embn.Jnda de los Lstados Unidos de áricR pre -

senta sus saludos al 1iini ster1 o do Helnci ouer, E) te ti u res 

y Culto de la RepÚblich Hrgentit1a ;¡ • al acusur recibo del 

memort!ndum uc ese 1n1ster1o de tooha 18 do enero J.ipdo., 

referente a V s diuposioioneo que rigeu la uo.ve¿:;ac1 Óu de 

subz1-u: rinoo do la Re1 Ú<Jlica rgeHtiua 011 aguu, extraterri -

toriales , tiene el honor de informar al :tn1ptor1o que la 

cuo8t1Ón está siendo objo o de la débicta cousi ­
·i 

derauión y que se trunsmit1r4 u1a respues•n la brevedad 

posible . 

Buenos 4 ires , 5 (8 febrero de 1946. 

tra<laoeión 

lb de !eLrero de 1946 . 

JOSE 
1 r 

r .. s . 

¡ fA l t, , " r _ .. __ :C .)N ii 
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o 1 n .. ::) ("• . r· e \f M l"'¡r'}. r '!' ncic. .. . ' 
t1 S o-o l !h • • j ·'' v 11 ,.#t" .... - n .; 

J. ü .J. J c. ,... ........ 

" o t ' o, h .e· iJ , .... 
.1. le n tl J . .' e U1 'l (1 

. 
do bl ud lo u :rn· c1 

.. a dO ...... CL ) .. ·-en o l' 

.. 1 
.... o o. ti .u u ·o,s· o 1, . <lo •. . '-LoO 

01' t a"" . el trr. t .• O"ltO 

.. "1 b 'l.l..L'. "' no úC lt {Q 1' 0·rc .:o ¡r ... e· o o !.,_ ..;¡ 

. 
' Al ,Á) t ... o d dic. c. ... l la TI•' . • ,_ . -· !..>--

t· 
, 

o. breve< . 
lo • fJ l" S u o.., 

CO_l tW. fll"I' ·; ho la or rtuü.i. . OI' s lud .. :.· 

U V ,. 1 • • J..· 
• ¡;) • • V - • -• 

-{ji_ 

L ,•. 

) • L. • 

J j . lu JCr 
, 

do ur· a . -
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B onoo iren , 1f ue 1 46 .-

' A • .1:' • 

.. - .Y 

T o el l onor de :tri ,ir.'le a 'S ., .... ar a• ucn!.' r -

cibo de 1 not . 2.n 4. PR , -. er'1o al Ronerv·.do -, de fcc 

12 d nero -ú.lti .o , n l ... que hace rcfcn-enci .. a noc.t UJ; • • ( • 
•o 101 de 11 de de 1943 , ..,.,or l· qu . .... b se • . . 

in::.cio.rci lo tr ' .1 · t , ... e o ente l jr e do loe .nt <le ]. 

U ni A. 
, 

le ten io tos r que .... e dt< .. ef Oú t (. ' 

' 
< r .n J C· 

t. O 'a e, e·a. e .. e .... 11 "1. ve i ' e 

u a o o .,e ... r'torir e 
' 

01:."' S. t de . b. ri Ot r o . 

Jl" 01 cr COlOC en () de T • .... . ' e n i-

ciac o las c;cstio en oo ici t( d,.. o.t te die' :"',bt j a , a.provcc' 

o 10r tun..:.dnd 1. r aalud. ..... rl o 00 .. i áo al t'' r jo t. L 

co 

21 ENE 19tS 
JUAN t 

MINIS TRO 
111 WJIELACIONES E;\TC-·8RE'3 v 

A ..., . L • el so 1· v·coal r .te D • , .. ··o ·tnt n , 

• "i ·, · et:-·o de a1 'i nn . 
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El L1ioterL de a ri .a oe la diri ·ido a cnt. 

r ' a a f,n de q e inicie las Lcstioncs del C[ o , tendientes a obto -

ncr !_uc . e de· er:. sin e ':'e etc 1 · s o , sicio ""'te ri ;en en J a ac-
. 

tu.a.lid d p· ra la n 1v _.uci6n en aem:u no ter rJ (l't'ialc,. , por· ":·t• r"tc 

ae subm rino argentinos . 

El trutaJienvo dado por as . a 

lo ... sm1er ib1 co , a , ado .. t6 co o e msee;¡,¡cr.cia del i'le .orardurn de 

e a Eobajl a de fecha lG d rzo do 1942 . Ln el jorno De 

taha que , ü.C e) .1 r..irt. nt l3r'it n ico , oc con si 

rr . lOOtil a toJo b i o no por b•rcos de 

territorin en ncutr 1 • 
...... _ 

:r cv .J. ta.r q e e •. barcaciw e '4 dlc o co LJ t 

rJcrc ce , oc o o ici 1 Goulc no a--· .... n o 1 e ,o.· e 

no o , co wlica · A ro a o naval u J .. ...... de 1"· 

U. idon , _a ..._o c. do '"an 1 l.o · ej rcicl e . 

· ' q e fu·" CJ. .. ll "' u.ct <..1 9 d a;J.r ·_¡ 

de l.A2 . 

Finaliza a la g erra , y bimJo cG...t o t'>•' ac ivi a 

b ' lica en los :arcJ , el teri1 e Rela:ionc 

to co 1eiüera que 1an (le a .. Lr cido la· cauo leo q t.e otiv r.:>n lo. 

t ra· :; en de · r··cn' ir t .. ·voc · 

dt s 1 or al ·in stc .. j_o tic ar ine. , se e o .* 1 ac..., !1 ,liri i roe h. ·1 

Bmbaju · de loo de A ·c., o . · te-

no ' a :Ji en u oL .. ar h n i::J osicio o e ceo e .. • :ac _.r C.:.' ( ¡ 

:ms oot 

e 19 -; .-

,. ... ' . 
OeaeraJ l'ollll.:ll) 

;p 
I.,A . 
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EMBAJADA DE LOS ESTADOS 
UNIDOS :DE AMERI CA 

N O T A V E R B A L 

1 . -- _) 
Y.l • 

La Embajada de los :c;stados Unidos de América pre-

senta sus saludos al Ministerio de Rel a ciones Extetiores 

y Culto de la Ar gentina y , a l acusar recibo del 

memorándum de ese Ministerio de fec ha 18 de enero ppdo . , 

referente a l a s disposiciones ri g en la nave g aciÓn de 

submarinos de la Argentina en aguas extr aterri-

toriales, tiene el honor de i nfor mar al l a 

suscitada es t á siendo objeto de la dSbida consi-

deración y se transmitirá una respuesta a la brevedad 

Buenos 5 de f ebr ero de 1946 . 

L.S. 

Es t ra duc ció n 
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VER BALE 

. r, 

The Embassy of the Uni t ed States of America 

:presents its compl i ments to the Ministry of Foreign 

Affairs and Worshi:p of the Argentine Re:public and , in 

acknowled ging the rece i pt of the Ministry ' s memorandum 

of January 18 last , concerning the provisions covering 

navigation of submarines of the Argentine Republi c in 

extra - territorial waters , has the honor to inform the 

Ministry that the question raised is receiving due 

consideration and that a reply will be forwarded as 

soon as possible . 

Buenos Aires , 
February 5 , 

Buenos Aires, 

Pas e a la Oficina de Traduccion es par a que se 

sirv a vert er al cas t el l ano el de la not a pre cedente .-

Ministry of Foreign Affairs and 
of the Argentine Republic . 
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Buenos Aires, 16 de febrero de 1946. 

Con la traducción efectuada·vuelva a la iiDivisiÓn 

de Asuntos PolÍticos. 

t' 

Buenos Aires, febrero 18 de 1946.-

Hágase saber el contenido de la nota preceden -_ 1 temente 

Cf7_ 

al Ministerio de Marina .-

\_ 
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