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FIRET ROUGH DRAFT OF OUTLINE
OF POSSIBLE REPORT

When the Senate passed a resolution organizing this Committee
it charged it with the duty of preventing waste. This requires the
Committee to make every effort to prevent any wasteful practices which
increase the cost of the war program. lWaste oeccurs in two ways; first,
by spending more than necessary to procure the article or material needed
for the war; and second, by failing so to construct plants and facilities
needed for the war program that they have salvage valuef The latter type
of waste sometimes receives little attention, but is vitally important. The
plants and facilities built for the war program have cost more than
billions of dollars. The Defense Piant Corporation alone has expended more
than billions; and the War and Navy Departments have expended an

additional and billions of dollars. The size and importance of

these expenditures can best be understood by contrasting them with the

billions of dollars, which were expended in building plante and facilities

during the f ive-year period from 1925 through 1929, tre era of our great

prosperity.
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Not all plants and facilities will have salvy ge value. Some were

so constructed that they are useful only for the special purposes for which

they were built., Examples are some of our special ordnance installations.

Others were equipped with special machinery of such size that there would be

little peacetime demand for articles that could be made., ZHExamples of this

are found in the plants to make heavy, long-range gun barrels, Tue best and

most important of these plants should be kept as stand-by plants, ready for

use in the event that we should again be required to underteke a huge armament

program, The War and Navy Departments have already made some plans along

this line.

However, the great bulk of all war plants and the machine tools

and facilities contained in them, and many of the machine tools and facili-

ties in the special war plants, can be utilized for civilian production. Auy

assumption that they cannot be used is as baseless as the contention made in

1941 that our automobile plants and tools could not be used to nroduce war

materials. Of course, some of the tools cannot be used, additional tools will

have to be gcquired, and the arrangement of tools will have to be changed,

but, by and large, most war plants are suitable to produce pecacetime goods.

Meny of them, such as high octane gasoline and synthetiec rubber facilities,

can be used as they arce
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These war plants are the most modern that our archifects could

design. In general, they are well-lighted, well-ventilated, have high ceilings

and heavy duty cranes and floors capable of carrying the heaviest machinery.

They are the finest plents in the world and are far superior to what a few years

ago were the finest in the United States,

We should use them not only because of the cost recuired to build

them, but also because we nust use them. The people of the United States have

been re-shuffled from one end of the country tg the other, and todsy millions

of people live in communities different from those where they lived before the
war. Some of these communities grew up around war plants, and many more are
largely dependent upon war plants for jobs for their people. It is no answer

to say that they might return to their former jobs, because tens of thousands

of small businesses by which they were formerly employed are now out of business
and peny more companies which are still in fusiness will never have need for the
number of employees that they formerly hired. Some corrmunities with war in-
dustries will become ghost-towns, and others will lose most of their increase

in population. But a very large proportion of the war plants can produce useful
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peacetime articles and can continue to provide employment for their workers if
we have the courage and the-intelligence to utilize the vast industrial re-
sources which we have already created and which we will have to pay for during
the next generation through taxes.

Even if we could go back to the pre-war situation, we do not want to
do it, because at the beginning of the war we had more then three million un-
employed. Our soldicrs end sailors are cntitled to jobs. Many of the women who
have gone into our factorics end done such splendid work during the war, will
want to continuec working, and they aro cntitled to a chance to carn a good
living at jobs thet they have shown they can do. The last war put thc womcn
into the officecs on a large scele. This wer put them into the factorics. They
are there to stay.

We have the factorics, the tools and the labor supplye During thc war
we have vastly incrcased our facilities to producc raw matcrials, and at the
end of thc war therc will bo tremendous inventorics of materials rcady for
processing and semi- processcd, which should be utilized to crcate articles for

civilien usc. Unless so used, these inventorics will flood the markets and



threaton our prosperity.

During the war we have also learncd new uses for aluminum and

megnesium, the miracle metals of the futurc, plastics, and stcel alloys. New

processes for fabricating them have been developed, and new prceision machinery

devcloped and built. Thesc open up new vistas for the future.

The purchasing power will be availablc because during the war most

familics have paid off their indcbtcdnoss for automobiles and houschold goods

ard, in addition, havc purchased war bonds. If they can be given assurancoe that

jobs will bec safe, they will purchasc hugc quantitics of consumer goods, and

meny will bc in the market for ncw homes.

Thus, wc will have thc plants, the tools, the lzbor, ncw materials,

new proccsscs, new products, and the purchasing power on which to basc the

greatest and soundcst cra of prosperity thet this nation over onjoycde

Tho Unitcd Statos had lcd the nations of the world in industrial pro-

gress and can continuc to do so in the futurc, Amcrican busincss is vigorous,

talcnted and cnterprising. Ve must sce to it that it has the facilities to

cstablish and maintain sound imdustrial progrcss after the war.
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The job of the government is to determine the standards by which
busincss is to opcrate in such a way that busincss men will know where they
stand, what thoy can do and what they cannot do. If government performs this
job, cach busincss man will bc able to make hig ovn plans for thé opcration of
his busincss. Until thosc standards arc sct, it will be difficult for him to
make much progrcss in determining his post-war plans. Suych plans cannot be made
in & vacuum. Busincssmen, no matter how ablc, cannot makc plans that arc worth-
while until theoy know the conditions under which they will hévc to operatc,

By roferring to thc nccessity of a detecrmination by government of the
stendards and conditions on which busincss is to opcratc, the Comﬁittoo docs not
mcan to infor that thc Government should dotcrminc, or cven strongly influcncc the
determination of, what products ar. to bc made, by whom, in what quantity, and
whene Reliance cannot.bo placced upon plans by govornmont ageneies for action to
bc taken in the futurce. If anyonc questions this, lct him look at the plans which
the Army and Navy made during a quarter of a ccntury of pcacc for thc conversion
of American industry to war production. Sych plans were of little valuc, and tho
actual oporations of Amcrican industry in war timc bear littlc rcscmblancc o the

plans which thc Army and Navy assurcd us a fow ycars ago had been so carcfully madas
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The determinations which government must make include (1) the method

by which contracts are to be terminated after the war, (2) the advance notice

which industry can have of the terminations, (3) the extent to which the

government will make or guarantee loans to provide business with working

cupital, and (4) the conditions upon which the government will lease or

sell the plants and facilities which had been constructed for the war effort,

The purpose of the Committee in this report is not to propose short-

cut solutions to these problesms, but rather to point out the importance of

directing attention now to their existence, and obteaining the best infor-

mation frem all competent sources on how to solve them.

The Committee will hold a serios of public hearings at which rspre-

sentatives of government, business and labor can testify on these subjects

so that the necessary work can be dons now to obtain satisfactory solutions.

Even if the solution is not entirely satisfaetory, it is important that

certainty be substituted for the doubt that now prevents business from

making its plans,

TERMIATION OF COL.TRACTS

Iu January 1942 this Committee pointed out how important it was
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that the government insert in its contracts provisions entitling it te
terminate its war contracts on terms fair to the government whenever the
government ascertains that it will have no need for the articles to be
produced, A:though more then billion dollars have been appropriated
for the war program, and contraects have been entercd into for approximately

billion dollars, coutracts for more than billion dollars of
materials have not been completed. Some of them have scarcely been started,
and will not be completed for several years to come. The cost of the
war will be greatly decreaced if the course of the wer should warrant
the termination of these contracts before their completion.

articles produced after the cnd of the war would have to be ware-
housed and cared for at great troublasand expense, and in most instances
would be too obsolaste to be used in the event of another war. It is
already apparent that many items originally thought necessary in this
war will not be necessary, at least in the quantitics for which contracts
were sxecuted. Contracts for their procuremsnt arc being terminated or
reducedf For cexample, the Army is terminating some of its contracts for
tanks, and the Navy is terminating some of its contracts for submarine

chascrs and destroysr parts, As we approach victory, there will be more



and more of these terminations.

Unquesticnably there will be objeetions from business coneerns
which will lose war profits, and from labor which will lose war wages, but
it will be the duty of the ATmy and the Navy to stop expenditurcs for mili-
tary goods not necoded as soon as the joint Chicfs of Staff determine that
such goods are in fact not needed for military purposés.

Such objections will bz valid only whers business or labor can show
that the Army and the avy did not exercise fairncss and intelligenee in
determiniig which coutracts should be cancelled or cutback., Thore must
be no févoritism;

The joint Chicfs of Staff should constantly review Army and Navy
neceds for the purposs of elimineting contracts for the procurement of
articles not needed Just as soon as it becomes possiblc to destermine the
lack of nsed. The decision should be made as much in advance of the
actual termination of ths contract as it is possible to make it, so that
notice can be given to the industrics involved. For example, if the Army
knows now that it will not nced more than a certain quantity of machine

guns which could be producad by the end of Mareh in 1944, it should notify
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the producers of machins guns now that they should plan to produce no more
machine guns after ifarch, 1944. This will not only have the advantage of
preventing them from accumulating an enormous inventory of partially-
manufectured material, but it will also enable the industry to make
orderly plems for the conversion of factories to the production of other
goods. &peclal attention to such conversion should be given by the War
Production Beard, which should be prepared to assist by promptly making
the necassary decisions to allocate materisls. Iu such conversion, the
manufacture of other war articles should be given a preference if there
is a real need for them. Otherwise; the industry should be permitted to
meke essential civilian articlee, or even to return to the manufacture of
strictly peacetime goods. Any progress that we can accomplish in this
direction before ths end of the wer will lessen the problem of converting
industry from war to peace.

The Machine Tool industry provides a startling example of the dif-
ficultics which ensue when industry is not given a sufficient opportunity

to prepare to convert, Machine tools were once our principal bottleneck,
but now it is impossible to utilize all our machine tool capacity for that
purpose. Any company that con manufzcture machine tools can make other
nceessary srticles, but dus to lack of notice (Cole to contmet Wwar Produe-
tion Board and machine tool pesople generally on delay confusion and loss
incident to lack of advance notice then prepars o short squib for insertion.)
cuch econfusion and loss must be avoided in the futurec.
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The Cormittee has noted suggestions, particularly by Army officials
in public speeches, that the War Department will not release soldiers from
the Army until it believes that industry is ready to provide them with jobs
and that it will continue its war contracts until industry is ready to make
a transition. Such suggestions are beyond the authority of the War Department.

The Congress has never authorized either the War or Navy Departments
to provide a rev @PA by frrcing soldiers or sailors to remain in the Army or
Navy, or by permitting the production of war goeds for which there is no
military use. The Congress did npt vote billions of dollars of appropriations
to the War and Navy Departments for such pirpeses as these, and the job which
the Army and Navy did in peacetime planning for war time needs does not sup-—
port a conclusion that they should be allowed to determine the conditicns
under which our peacetime b’ siness is to be operated. That is not a military
function.

The methods by which contracts are to be terminated should be
determined by the Congress. It is now being studied by Subcommittees of

the Senate and the House. The Chairman of this Committee is a member of the



St
Senate Subcommittee. .This Committee will not attempt to duplicate the work
of the other Committees now studying this matter, but will render it all
possible assistance,

The Serate 3111 (S. 1268) would authorize any department or agency
te meke advance cr partial payments upon contracts related to the prosecution
of the war. wo make loans or guarantees, and to purchase the interests of
coniractors, suboearractors and suppliers, subject to rules and regulations
to be promulgstea b; the Chairman of the War Production Board or such other
official as the President may designate,

The House Bill {HR 3022) would authorize the Secretary of War to use
any appropriation in connection with the termination of Vjar Department con-—
tracts under regul-tions to be prescribed by him,

There is a considerable difference of opinion as to whether the
contract officials of the procurement agencies should be allowed to make
settlement agreements which would be final, except upon proof of fraud. There
is also disagreement as to whether such contracts should be subject to the
audit of the Government Accounting Office. These and other related matters

are the subject of public and private hearings,
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The problem of determining the conditions under which contracts are
to be terminated is most difficult, and no solution can be entirely satisfactory.
For this reason, provisions should be made for guarantees by the Government of
loans to contractors involved in disputes as to the amount due them after the
termination of their contracts, These loans should be for a substantial
percentage of the amount claimed by the contractors -, possibly as much as
per cent.

Provision should also be made for an expeditious determination of
litigation either by the courts or by a special agency set up to hear and deter-
mine disputes subject to appeal to the courts. ‘e should avoid a recurrence
of the protracted litigation which followed the last war, where, litigation
relating to the termination of contracts, in many cases, extended over a
period of years. Some of the cases have only recently been determined,

INVENTORIES

In this war, the amounts involved are so great that unless a satis—
factory termination is obtained, most of the corporations will not have suffi-
cient working capital. Bankers will find it difficult to make loans to such

corporations because the difference between the allowance and disallowance
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of their claims against the Government, in some instances, will represent
the difference between solvency and bankruptey.

For thesc reasons, it is especially importent that inventories be
reduced to a minimum so that the difficulties of termination and the impact
of an unsuccessful termination upon the financial structure of the corporations
involved will be as small as possible.

During war time, it has been natural that large inventories have
been built up. A very large amount of the contracts were cost—plus—contracts,
and many of the fixed-price contracts were so loosely priced that they had to
be renegotiated to prevent excessive profits and thereby became in effect,
cost—plus whatever—the—Government—would-allow-—as—profit contracts.

Since they were operating with Government money and since they
were urged to make speed the primary consideration, the businessmen
naturally ordered all their meterials and parts as far in advance as they
could obtain delivery., They would be blamed if schedules could not be mct
for lack of materials or parts, and they would not be blamed for ordering
more than they could use. Some of the worst offenders in this respect were
the Army, Navy and Maritime Commission themselves, The result was that

huge quantitics of raw materials were ordered before they could be processed
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.nd th.t taroushout industry, and in the scrvices themselves, huge stocks
of semi-finished muterisls ond perts werc accumulcated.

At this stage of the war, the procurement ageneies have hed the
benefit of several yecrs of expericnce, und cre much more ncarly uble to
determine their nseds, Also, the manufucturers h.ve produced the srticles
~nd should now be able to determine exzetly whot matericls they will nced,
.nd whon they will need them. Thers is, theroforc, no longor the sune
excusc for having eo lerge « bucklog of ruw m.teri.ls, csemi-finished m.t~-
eri:ls, and p.rts,

Every offort should be mede by the W.r Produection Bor.rd, the pro-
curcmcﬁt sgeneiss, themsslves, and industry to reduce the amount of such
motericls to ¢ minimum. To the oxtent thut the Countrolled M.tericls Plin
hes been put into cffoet und is working, there is little sxcuss for any
contr.ctor huving in his possession more muteri.ls th.n those alloceted under
thet plin, Consider.tion should therefore bs given to disallowlng any puy-
ment upon terminction of contriet, for motericls in excoss of those por-
mitted under ths Coutrolled Moteri:ls Plen, or, ot lerst, llsalloving
p.yment for metarirls in excess of = speeificd quuntity beyond that alIOu;d

undser the Controllsd Motorials Plun.
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DISPOSITION OF SURPLUS MATERIALS

Even if thosc inventorics arc not rcduccd to a minimum, the govornment
will havce to face thc problcm of disposing of huge stocks of matcrials, This
might be donc through tho orgenization of a Surplus Commoditics Corporation,
which might bc engaged in liquidating operations over a numbcr of yoarse It
night also bc donc through the procurcment agencics thomsclves. The latter
procedurc would have the disadvantage thot therc might be diffcrent policics

)

followed by the scveral diffcrent ageneios and that they might opcratc without
full knowledgc of the activitics of cach othcr. Any such liguidating opcrations
would constitutc a spceialized merkcting job boaering no rclotion to o militery
function and would have a major cffcet upon markcts and ﬁérket prices. If the
inventorics arc very large and the merkct job unskillfully donc, the markcts and
+he confidenec of business might be so seriously disturbed as to rctard con-
version from war-timc to peacc-timo production. This happencd in 1920-1521
after the lest war and a number of corporations failed becausc of largc invene

torics end the inebility to disposc of thom at prices approaching the war-timne

costs of acgquisition.
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Conscquently, cvery reduction in inventory or in matcrials and parts,

warchoused or in course of production, that we can makc botwecn now end the

ond of the war will not only rcducc the cost of the war, but will heve a sub-

stontial and benefieial offcet upon post-war conversion. e must not use scarce

matoriels and cven scarcor manpower to ercatc parts and scmi-finished artieclces,

tho only effuct on which will bc to depress out post-war cconomye

NECESSITY OF PROVIDING "ORKING CAPITAL TOR BUSINES

Therc nccessarily is arlag betwoen the time when plants arc tooled,
jigs and dies arc built and matcriels arc cequired for proeccssing on the onc
hand, and the time when Tinished artieles can ba delivered and the payment there-
for rcecived. During this intorval, busincss must have gsufficient working

capital to financc thc operations, Our pro-wer production for the ycars 1935

through 1939 averaged only about billion dollars pcr ycar, os
contrested to _ billions in 1929 and billions cstimated for
1943,

We hope that after the wer wo will have = civilisn business voery much

greator than thet during thoe pro-war peace-time yoarse Yet, the
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working capital ol our corporutions, is gearcd to a peacctime economy of

only _billjons,

Som¢ corporutions have been able to improve their financial pcsi-

tion during the wur by reason of the profits which they mzde during the

war, but by wnd lerge texation and ronegotiution and the afforts of the

procuremsnt cgencics to prevent excessive profits have prevented corporo-

tions from inereasing their working capital at the oxpense of the government,

This is as it should be because we hive bsen determined that there

should bec no profiteering in this wer. Ths Congress has tuken various tax

actions which will ussist corporutions in mceting post war problems. These

inecludc provisions for acceleruted depreci-.tion, znd cmortization of emer-

gency facilities, for =djustment of tcxable income retrocsctively to reflsct

ch-nges in inventory values cnd to cover = two yeur inste d of a one ysar

period.

In order to provide purt of the reservus whieh such corporations would

have to huve after the w.r, Scnctor Carl Hatch, Cheirmun of the Subcommittee

on Rencgoti.tion of this Committee, introduced an amendment to the Renego-

tiction Stotute, by which he suggested that the tox law be cmended so as

to provide:
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"(1) Thet rescrves claimed by taxpayers in amounts
not excesding 20% of their tuxcble income shall be
deductible as «n operating exponse in computing Federa1l
income =nd cxccss profits tuxos, subject to the followe
ing conditions:

"(2) that the esmount se¢t aside in such reserves be in-
vested in & spceiul issue of non-negoticble, non-intercst
be:ring government bonds, redeemuble 2t eny time prior
to a dete 18 months «fter the cessation of zll hostilitics;

"(3) thut simultaneously with the liquid=ztion of such
securitics, the texpsyer must return the amount derived
from such liquid:stion to his taxable income for the
yecr of liquidation.®

This plen hos the adventoge thut it wutometically differentiates
between those contr .ctors who huve a serious post-war expense «nd declining
incoms problem und those who huve not, The former would get the maximum
benefit of this provision, while the 1lutter would get little or no berefits
from it. MbTOOVdr, the plan would keep ail moneys roquired for these
intongible post-w.r items now in the form of government securitics, muking
such funds completcly «v.ilable for w.r purposes until they wre setuully
needed for post-war purposes,

The Committee hos checked with o numbsr of the corpor.tions to
~scert.in the sxtent to which they believe: thut reserves should be sot up
for poste-w.r purposes and from un examin: tion of the returns of some of those

corpor.tions is of thc opinion th:it such « provision would constitute o msjor
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assistance to corporations which in fact will have large post-war needs
without providing a vehicle for the escape from taxation of those obtaining
excessive profits.

On the whole, the interests of business have been well safe-guarded
where they are consistent with fairness to the Government, The difficulty of
working capital arises because business has been expanded with government
capital during the war, and we want it to continue to function after the
government ceases to provide, as it does now, an unlimited buyer and prompt
payment for all that can be produced,

During the war, business has obtained relatively little additional
private capital from the flotation of security issues.

In addition, business will probably require more working capital
proportionately than it did in the years 1935 through 1939. During that
time, business operations had become relatively stabilized. Through the
extension of part-time payment plans and other special means of financing,
and the wiorking out of an elaborate program of commitments for the purchase
of products by dealers and distributors prior to their manufaeture, business

in general had reduced the amount of working capital required.



_‘21 -

Vhen we seek to convert war production to peacetime production,
many corporationslwill find that their marketing organizations and practices
will have to be modified substantially; others will find that it will be
necessary for them to carry the cost of procuction for a longer period than
they have previously been accustomed toj and some will be new businesses
which had little or no pre-war experience or marketing organizations. The
latter category includes the aircraft industry which has grown from a very
small industry to a very large one, and which will have to have large sums
for working capital, if it hopes to enter post-war competition with other
major industries in the United States.

Many of these corpcrations have argued in connection with the renego-
tiation of their profits that they should be allowed to retain sufficient
sums to provide working capital to do business later. This argument, of course,
amounts to a request that the government allow them excessive profits on the
theory that the economy would benefit by their being sound, healthy companies
capable of engaging in profitable post-war operations which would produce em-
ployment and provide articles necessary for civilian use.

There may be some justification for this position, but it is unfair



-

to existing businesses to subsidize their competitors at taxpayers' expense,
and primarily the obligation is on the corporations that need working capital
to seek and obtain funds for that purpose on their own initiative,

To the extent that it is possible, the additional working capital
whieh is needed should be obtained through the sale of bonds and s?ocks to
private investors who have confidence in the corporations in question, and
are willing to invest in their future. To the extent that private banking
has the facilities to bring such investors and the corporations together, it
should be encouraged to do so. Measures to expedite and facilitate this
should be considered and adopted where consistent with the protection of the
investing public against a repetition of the financial frauds and excesses
of £he twenties,

However, it will be difficult if not impossible for private banking to
provide sufficient working capital soon enough., It will, therefore, be
necessary for the government to formulate plans to supplement private bank-
ing. Some agency, such as the Reconstruction Finance Corporation, will have
to be ready to provide working capital quickly to worthy business corporations
which would ctherwise not be able to obtain it, This should be confinec, as

was the Reconstruction Finance Corporation, to strictly banking operations
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and should rot be used as a vehicle to place the government in business or
by which the government would determine the articlés to be manufactursd or
the prices to be paid for them. In short, it should supplement private bank-
ing where private banking is not able to do the job, but should not try to
supplant it. Every effort should be made to induce the corporations to
obtain their working capital through the investing public and not by loans
from a government agency.

In order to accomplish this purpose, consideration should be given
as to whether government loans or loans gueranteced by the government should
not bear a higher interest rate than private loans and as to whether the
profits to be made by corporations with working capital loaned by the govern-
ment or guaranteed by the government should not be taxed at a higher rate.

It is vitally important that the standards upon which such loans cen
be obtained should be determined es soon as possible, so that corporations
could now determine whether they would be eligible for government loane and,
if so, the amounts which they could borrow and the terms upon which they
could borrow.

In general, the corporstions which we relied upon for the production

of war goeds and which made good records in such production, ought to be
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regarded as worthy of financial assistance through loans for working capitel

purposes so long as care is taken to provide practical banking standards for

the protection of the government, and to prevent favoritism or discrimination

in the distribution of funds,
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ACQUISITION OF GOVERNMENT-OWNED PLANTS AND FACILITIES

Many corporstions will want to acquire, by lease or purchese, the
right to use for civilian production plagts and facilities erected at the
expense of the Defense Plants Corporation or the Viar and Navy Departments.
In meny cases, the contracts for the construction and management of the
plent and fezcilities provide specific termslupon which they can be acquirede
These were agreed upon at the time that it was determined to erect the
facilities end would not necessarily bear a proper relation to the value of
the plant or facility at the end of the ware DMNeny other contracts simply
provide that the corp oration operating the plant or facility can have the
plant or facility if it equels or betters all other offerse

It must be recognized that the velue of the plant or facility is not
its cost to the povernmente In the first place, construction costs are
considerably greater in war-time then in peace-timece In the second place,
the facilities wore specially designed for the production of particular war
items, and an squel exponditure of materials and labor for facilities
specielly designed for particular pesce-time goods would produce a plent
better for that purposee Government must, therefore, be prepored to lease or

sell these faoilitics in accordance with & reclistic understending of their



- 26 =
true value %o the.corporation interested in scquiring theme If the
government asks too much for thesec facilities, they will not be acquired
by privete business, and their entire cost will have to be written off as
losse This would not only greatly increasec the cost of the war, but it
would prevent the utilization of these facilities, the finest and most modern
in the world, to provide jobs for rcturning soldiers and sallors and to
produce, in mass quentities, the civilisn goods nocessary to maintein and
increase the standard of American livinge

At the seme time, there must be no gift of government-owned facilities
to favored corporations, and the contracts for the construction of such
plants should not be so worded as to provide competitive adventeges to
one corporation or industry at the expensc of anothers To prevent this,
the Committee, sinec its inccption, huas chcecked and rochecked a number of
the principal contracts for the construction and operation of govornmont=
owned plants end fucilitiese The Committoe has bocn perticularly interested
in meking certain that the plents, ¢s constructed, will be capable of

operating at lsast as efficicntly as those owned by private industrys
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The Committee bolieves that corporations engaged in operating
covernmont-built plents, should be giving consideration now to the extent
to which they could utilize such plents in peacu-tine operations, and should
negotiate now with the Defonse Plants Gorporation for the purpose of cscor-
teining the terms and conditions upon which such plents could be made
gveilable to them aftor they erc no longer needed for war purposese Here
agein, the procurement sgencies should give s much notice us possible of
the detc when tho plants csn bo mede availables

Since most of thesc corpor:stions have insufficiocnt working cepital,
it is quitc clecr that most of them could not afford to pey cash for
government=owncd plents operated by them until end unless they can ob%ain
ndditional capitcl by the sale of stocks a nd bonds to private investorse
This would trke timee For this rcason, it is desirable thaet arrengemonts
be mede for leasing such plante teo tho private corporations orgonizing them
upon foir terms, which might includc an option on the pert of the lessece
to purchesc the plent within & specified time and to apply rontals paid
under the lease as part payment of the purchasc prices

It hes olso buen sug, osted thet the governmont might attempt to volue

the plent for pcace-time usos end then scll it under an arrongement whereoby
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the corporntion would pay for it over its uscful lifetimo by ennual peyments

squel to the cmortizetion plus interest on the unpnid balinocee

LAEOR

No business cen detorminc the cost of its products, cnd consequently,

the selling pricc, until it knows the conditions under which labor con

be obteincde In genersl, the cost of lebor amounted to per cent of

the cost of production of peaco-time goods during the five yecars preceding

the wore During the war, the cost of living, particularly the cost of

food tnd elothing, rosec vory much sbove the lovels preveiling in peacc=

time, and le bor naturclly asked for inerouscs to compecnsate ite The

inerurses thot wore obtained differed with difforent trades end with different

scetions of tho countrye Also, the retusl working timc wos greutly inereascd

in most wer industrius, with pryment of overtime for work in cxcoss of 40

hours per week, and o consequent incresse in tho totrl wage or "take-homu"

per weeke

The return to pocce=tine opurntions will roguire many wegco adjustmentse

Businoss nust be feir to labor, but labor will heve to teke e reclistic

viow of the situstione In wor time, additionzl lohor costs urc o bsorbed

-
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by the governments In peace=time, thoy have to be taken out of profits

or added to pricese Many industries will not have a sufficicnt profit

mergin and will not be «ble to inercese prices and still scll their

products in competition with other products filling similar wentse A

demend for too much in such on industry would simply rosult in closing the

plantse

Much will depend upon the courzge and ability of leadership in

lebore Labor leaders will find it difficult to welk the tight-rope of

gotting tho best terms possible for their nmembers and ot the soame time

toke © rualistic cpprosch to hard frets, ofton made more diffimlt by leck

of control over their membors cnd by feor of raids by rivel unionse

The great prins which labor has made rmust not be imporilede

But lebor, likc business, must rocognizoc end fulfill its obligations to

socictye The cltornative is government rcgulctions Tho decision rosts

with labore



R

The problems facing labor leadership are further complicated by the
industrial progress made as a result of war activities in developing new
materials and new processes. This means either that some of the craft unions
will have to make new determinations of their several jurisdictions and the
conditions under which they work, or that they will insist upon a continuance
of the present situation. The latter course, in.many instances, would result
in jurisdictional disputes, and possibly even the failure to obtain production
of new articles or of old articles by cheaper means.

This situation will be especially acute in the Housing Industry, where
prefabrication and the use of new materials have an opportunity to revolu-
tionize housing, with the result that every worker in the United States would
have an opportunity to have improved housing for his family. To do this,
however, it will be necessary to revise some municipal building codes and
some of the conditions under which the building trades generally operate. If
possible, such revision should be made by the building trades, themselves, so
as to protect all the rights of labor and, at the same time, to enable them
and all other laborers to have better housing. If progress along these lines

can be made, housing can become a great industry, particularly useful in



-3 -

providing jobs during the period of conversion from war-time industry to

peace-time production.

PUBLIC V/ORKS PROGRAM

It is also important that the state and local governments give considera-

tion now to certain programs for the construction of public works such as

highways, schools, arnd sewer and water projects. If planned now, they can

be undertaken immediately after the termination of the war, and would provide

cushion jobs until industry is able to make its conversion,



