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Byrnes' Report on Reconversion Plans 
War Mobilization Director Infortns President 50 Per Cent 
Cutback Is Possible When Geririany Falls 

Here are excerpts from War 
Mobilization Director James F. 
Byrnes' report to President 
Roosevelt on plans for, industrial 
reconversion when 'Germany sur- 

renders: 

Cutbacks. 
Gen. (Brehon B > Somervell, com- 

mander of the Army Servfce Forces, 
with the approval of the chief of 
staff, Gen, (George C.) Marshall, 
has directed: , 

(A) That the strategic reserve be 
Immediately studied in the light of 
current production and strategic 
situation without delay. 

<B> That authority be given him 
to immediately suspend procurement 
on not to exceed 50 per cent of the 
material provided in the current 
strategic reserve. 

This strategic reserve embraces 
supplies of initial equipment for an 

additional million men. The de- 
cision of Gen. Somervell will not 
result in cutbacks of existing orders, 
but it will result in reducing by 50 
per cent orders placed after this 
date for supplies for these strategic 
reserves. 

Still Some Shortages. 
At the supply depots stocks here- 

tofore have been authorized at 90 
days of anticipated issue. In the 
light of current procurement and 
strategic conditions, Gen. Somervell 
has ordered that the depot stocks 
be reduced to 60 days of expected 
Issue for items vital to combat and 
45 days for expected issue of other 
Items. This also will reduce future 
procurement orders. 

The ample supply of some muni- 
tions and some supplies will not, 
however, lessen the emphasis all 
Government agencies have been 
placing upon the necessity for over- 
coming the shortages in certain 
other critical supplies. They con- 
tinue short. Reports continue of 
the-short supply of certain artil- 
lery ammunition, requiring our of- 
ficers to restrict the 'number of 
rounds fired per day. For the last 
week the conduct of the war. fortu- 
nately, has lessened the demand 
upon the supply of heavy artillery 
ammunition. But no one can tell 
when demands will again increase. 
The Army cannot gamble as to 
the day of surrender. 

V-E (Victory in Europe) Day. 
With the defeat of Germany, the 

requirements of the procurement 
agencies for materiel and supplies 
will be reduced by approximately 
40 per cent. The primary' objec- 
tives in the cutback procedure will 
differ somewhat from those now in 
effect. The need will still remain 
to give full protection to the neces- 

sary war programs for the conduct 
of the war against Japan, but in 
*o doing, every opportunity will be 
provided to permit the resumption 
of maximum civilian production 
without delay, thus preventing ex- 
tended unemployment. 

The procurement agencies con- 
fronted with major readjustments 
following the defeat of Germany 
have prepared special procurement 
programs for the continuing war 
with Japan which are ready for im- 
plementation immediately upon the 
defeat of Germany. 

These agencies are now engaged 
In notifying prime contractors of 
their tentative plans under poli- 
cies prescribed by the War Produc- 
tion Board. 

War Controls. 
Tliere will be some time lag be- 

tween the curtailment and cancel- 
lation of war contracts and the re- 

sumption of large civilian produc- 
tion. The length of that period 
may be lessened by the promptness 
with which wartime restraints are 
removed. » 

To insure the utmost speed in re- 
conversion and to permit the 
prompt resumption of civilian pro- 
duction at least equal to the civilian 
production of the United States in 
1939, controls now in existence will 
be released or modified to the full- 
est extent possible to pedmit manu- 
facturers a freedom in planning for 
the resumption of civilian produc- 
tion and in ordering materiels and 
componets which will assure maxi- 
mum speed. 

The military needs for the war 
■gainst Japan must be assured. Un- 
questionably there will remain areas 
of tight supply which will necessi- 
tate war production receiving a 

preferential position. However, the 
controlled materiels plan, with its 
necessary but cumbersome paper 
work, will no longer be required, 
provided Industry as a whole con- 
tinues to recognize the importance 
of war and essential civilian pro- 
duction and the necessity for the 
protection of small business. 

Plant Reconversion. 
An essential step to the prompt 

reconversion of a war facility to 
civilian production is the removal 
of war materiels and equipment 
from the plant. This clearance is 
a part of the contract termination 
procedure which has been planned 
in detail by all of the procurement 
agencies in close co-operation with 
the director of contract settlements 
and with the Surplus War Property 
Administrator. 

Arrangements for prompt advance 
payments and for loans assure the 
war contractor of quick financing. 
• * * 

To further facilitate reconver- 
sion the Surplus War Property Ad- 
ministrator has approved the im- 
mediate sale of machine tools and 
industrial equipment being used by 
manufacturers for war work to 
these manufacturers on a depre- 
ciation formula believed fair to both 
Industry and to the Government. 

Machine tools not desired by the 
manufacturer are reported as sur- 

plus and become available for sale 
to other contractors desiring the 
tools for the resumption of civilian 
production, under the same general 
depreciation formula, but with a 
dome what more favorable priM 
differential, in view of the additional 
costs of installing such machinery as 

compared with machinery sold in 
place. 

Steps to Aid Employment. 
Hie effectiveness of any plans for 

the transition from war production 
to peace production will depend 
upon our ability to provide Jobs for 
the workers who will be displaced 
by the reduction in war production. 

The fear of prolonged unemploy- 
ment following V-E day has been 
exaggerated. The prosecution of 
the war against Japan will demand 
the continued production of great 
quantities of war materials. Basic 
industries such as steel and textiles 
will not be affected. We will speed- 
ily return to civilian production. The 
pent-up demand for goods will come 
from a people who have the money 
with which to buy them. 

But it is Inevitable that in some 
particular industries and in some 
communities there should tampo- 
karlly be reduced employment. This 

* 

Is more likely to occur where the 
curtailment is in Government-owned 
plants engaged entirely in war pro-, 
duction and having no {flans for 
civilian production. 

Names Committee. 
In order to meet this situation I 

have appointed a committee con- 
sisting of representatives of the 
War Production Board, the War 
Manpower Commission, the Defense 
Plant Corp. and the Surplus War 
Property Administration* They are 
at work interviewing the contract- 
ors. Their objective is to ascertain 
whether or not the contractor will 
excercise his option to buy or lease 
the plants. If he is not interested, 
then the committee, having de- 
termined to what uses the plant can 
be put, will inquire whether local 
capital or some corporation or in- 
dividual can be interested in pur- 
chasing or leasing the plant—of 
course, subject to the policies pre- 
scribed by law. 

The primary purpose is to help 
the manpower situation. The pres- 
ence of a representative of the Man- 
power Commission on this commit- 
tee will enable that agency to 
know what progress is being made 
in arranging for the operation of 
these plants. If such operation does 
not seem probable, the Manpower 
Commission, in advance, can make 
plans to secure jobs for the workers 
when their employment is termi- 
nated. 

It is obvious that any restric- 
tions upon the sale or ieaslng of 
these plants that will delay their 
conversion to civilian production 
will cause unemployment. In the 
Government-owned plants there are 
several million war workers. If they 
are not employed until other plants 
can be built or other machinery in- 
stalled they will be out of work for 
a long period. The plant equipment 
of these Government-owned plants 
must be put to work promptly if 
jobs are to be provided. 

Manpower Controls1. 
It is apparent that with the de- 

feat of Germany the necessity for 
existing manpower controls will 
largely cease. Hence these controls 
will be abandoned to facilitate the 
transfer of manpower from the cur- 
tailed war programs to civilian pro- 
duction. The services available 
through the War Manpower Com- 
mission and the United States Em- 

i ployment Service will continue. The 
j production urgency and manpower 
apriorities committees also will con- 

[ tinue to function as at present, al- 
j though their functions will become 
advisory. 

However, a loss of manpower in 
war production below the needs to 
meet the schedules established for 
the war against Japan would neces- 
sitate a prompt restoration of con- 
trols. It is anticipated that the 
voluntary establishment of ceilings 
will correct such conditions locally 
if the need arises. 

Defense Against Idleness. 
Unemployment compensation is 

our first line of defense against un- 
employment. In view of the failure 
of the Congress to provide for more 
liberal benefit payments by the un- 
employment compensation systems 
of the States through supplemental 
appropriations by the Federal Gov- 
ernment, there will.be some States 
in which the payments will be very 
inadequate, particularly in view of 
the increase in the cost of living 
since such payments were estab- 
lished by those States. 

The weekly benefits were estab- 
lished several years prior to the 
war. If they were adequate then, 
they are inadequate now. The State 
systems have, during the war, as a 
result of increased contributions and 
reduced expenditures, accumulated 
reserves of $5,500,000,000. That is 
fortunate. But the objective of the 
system is to provide a defense 
against unemployment, and not 
merely to accumulate money. The 
States should act now to liberalize 
the benefits and make the State 
systems serve their true purpose. 

I still hope the Congress will re- 
consider its action in rejecting the 
plan suggested by me that the max- 
imum weekly benefit should not be 
less than a stated percentage of the 
workers' previous wages or $20, 
whichever is the lower; should be 
paid for as long as 26 weeks and the 
Coverage be extended to include 
workers where the number of em- 
ployes is less than eight. 

nciuro to 4V-Hour Week. 
It is evident to me that if on 

V-E day we are to reduce war pro- 
duction 40 per cent, it Is necessary 
that the Government plan now to 
spread the work. 

Only the necessities of war pro- 
duction and the shortage of work- 
ers caused the Government to in- 
crease the work week to 48 hours. 
When V-E day comes we should re- 
turn to the 40-hour week. Tins will 
give jobs to those who are leftwith- 
out employment. The workers want 
jobs and not unemployment com- 
pensation. 

On February 9. 1943, I recom- 
mended that the President issue an 
order authorizing the increased em- 
ployment to 48 hours. As the reason 
for the order will not exist after 
V-E day, I hope an order will be 
issued returning to the 40-hour 
week provided by law, except fo take 
care of production necessary to the 
war effort and some specially tight 
labor areas. 

This will help solve a problem 
which is already giving concern. 
Many employes have been leaving 

plants engaged in tar production to 
seek employment where they believe 
civilian production will be quickly 
resumed. If a worker remains in 
war production, and is allowed to 
work 48 hours with time and a half 
for the extra eight hours, his weekly 
take-home will be larger than the 
weekly take-home of the worker 
engaged in civilian production and 
working only 40 hours. The financial 
incentive thus provided may induce 
workers to remain in war produc- 
tion. 

Public Works. 
The Public Works Administration 

has obtained from States, counties 
and cities much information as to 
work projects planned by such gov- 
ernments. The demand for con- 
struction projects exists. As a rule 
those governments have the funds 
for the projects. In communities 
where there is no unemployment 
following V-E day it would be un- 
fortunate if large public worjps were 
undertaken. It would be more un- 
fortunate if. they were not under- 
taken in communities where there 
is unemployment. 

Prices for Reconversion. 
When a manufacturer has been 

advised of the curtailment of a war 
contract and that he can resume 
civilian production, he probably will 
not move until he ascertains what 
ceiling price will be placed upon 
his goods. The price of civilian 
goods which have been produced 
throughout the war has been fixed 
by OPA and takes into account in- 
creased production costs. But ar- 
ticles not now produced, such as 
automobiles, radios, refrigerators, 
may have to be priced somewhat 
above the prices prevailing in 1941 
when civilian production of these 
articles was stopped. 

It is entirely possible that on V-E 
day, as a result of the curtailment 
of contracts, several hundred pro- 
ducers would at the same time ask 
OPA for a decision as to a ceiling 
price. Obviously, if a decision is 
delayed until investigation can be 
made of production costs of all such 
articles at this time, it would in- 
crease the ranks of the jobless. 

One practical way would be to 
authorize a percentage increase • • • 

over earlier prices for articles which 
have been out of production for 
some time, _with the right and duty 
developing upon OPA to adjust 
such prices upward or downward in 
the light of experience. This per- 
centage can be quickly computed 
on the basis of increased material, 
labor and other costs. Provision 
can be made to take care of hard- 
ship cases on appeal. As manufac- 
turers return to production com- 
petition should cause some prices 
to drop quickly and substantially 
below the fixed ceilings. 

The stabilization director and 
the prioe administrator are engaged 
in determining the formula to be 
applied in arriving at the percent- 
age increase to be allowed. 

Taxes. 
The excess profit tax is a war tax. 

With the ending of the war there 
should be an end to excess profit 
taxes. It cannot be done upon V-E 
day because we will still have war 
production and war profits, but the 
administration and the leaders of 
the congressional committees might 
well announce an intention to urge 
the elimination of the excess profit 
taxes when the war with Japan Is 
at an end. 

We should consider, also, the ad- 
visability of allowing manufactur- 
ers to depreciate new machinery 
substantially in the years in which 
such machinery is purchased. Great 
Britain has incorporated such a 
plan in its current budget. This 
action would induce many compa- nies to hazard new ventures, there- 
by increasing employment. It would 
give a real incentive to companies 
to keep our industry ahead of the 
rest of the world technologically. It would provide a steady domestic 
market of substantial proportion for 
capital goods and would go far to 
provide a stable basis for employ- 
ment in that field in the postwar 
readjustment. 

Controls. 
I have requested a survey to be 

made to determine what war con- 
trols can be modified after V-E 
day. To enforce controls requires 
personnel. When the controls are 
released. Government employes 
should be released. The scheduled 
reduction of procurement in the 
War Department, the removal of 
controls by the War Production 
Board, and other agencies, should 
make it possible for many Gov- 
ernment workers to return to their 
homes when Germany surrenders. 

The justification for rationing is 
the short supply of a commodity. 
When the supply is sufficient for 
normal demands rationing should 
cease. Many foods have already 
been removed from the ration list. 
Others will be removed as soon as 
supplies justify removal. 

V-E day will result in increas- 
ing the supply of gasoline avail- 
able for the civilian population. It 
is impossible now to make a defi- 
nite statement. My opinion is the 
increase will not permit the dis- 
continuance of rationing but the 
allowances can be increased in cer- 
tain areas. 

There are many commodities, 
however, that are still in short sup- 
ply and must continue to be ra- 
tioned. 

Pood production in the areas un- 
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dor Allied control with the excep- 
tion of Russia is approximately one- 
third above normal production. War 
reserves have been established. 
When peace comes the reserves in 
the military theaters will become 
surplus. 

Because of the submarine activ- 
ity, blitz bombing and the irregu- 
larity of shipping, reserve stocks 
for the civilian population of the 
United Kingdom were increased 
from a normal of approximately 
1.500,000 tons to 5,500,000 tons. These 
stocks were *made up of supplies 
domestically produced, purchased in 
the market, lease-lend and other 
sources. If after V-E day this stock 

should be fixed at 3500,000 tons, It 
will leave 2,000,000 tons available 
for relief. This will, at course, affect 
only the size of,the reserve stocks 
and not the food available for cur- 
rent consumption in Britain. 

It is estimated that in the year 
following V-E day our military food 
procurement will decline about 50 
per cent or approximately 4,000,000 
tons. In addition we know that the 
Army has accumulated considerable 
stocks of combat rations in the 
European theater which will be 
available for civilian use. 

Feod to Be Released. 
In order to meet lease-lend ship- 

ping schedules the War Food Ad- 

ministration has had to 
a stock at food commodities. 

Thus, approximately 8,000,000 tons 
of food can be released from the 
wartime pipe line or reserve for 
other uses. This will include 6,000,- 
000 tons of food other than wheat. 

Excluding wheat the estimated re- 
quirements of the armed forces for 
food during the first six months of 
reoccupation are 14100,000 tons. 
UNRRA estimates its requirements 
for the same period at approxi- 
mately 2,700,000 tons. 

This would make approximately 
6,000,000 tons of food available 
against requirements of 31200,000 
tons for the first six months of 

IMS. It Mem*, therefore, that 
European requirement* will be met 
without very large draft* on the 
United State* production In IMS. 

That means that we must decide 
what we will do about the com- 
mitment of the United States Gov- 
ernment to support farm prices 
contained in what 1* known as the 
Steagall amendment. If, as a result 
of reduced demand, the market 
price drops below the support price. 
Government must buy the surplus If 
It Is going to support prices. 

I therefore suggest that the Con- 
gress be asked to prescribe methods 
by which the support price com- 
mitment shall be carried out and 

appropriate adequate funds for the 
purpose. Action is necessary at 
this time in order that the food 
administrator can establish quotas 
tor the varidUs crops and fix the 
support prices. 

Shsold Maintain Levels. 
The fear of timid people may 

temporarily retard our return to 
full production and full employ- 
ment. But it will be only for a 
short time. 

Today America is stronger than 
ever before. We should make the 
maintenance of the present national 
income and high level of employ- 
ment our goal—and achieve that 
goal. 

JULIUS 

Let's Go Modern 
Open a < 

“J. L” 

Budget Account 

Bay War 

Bond» and 

/ \ ‘^ampt 

$ 

3-Pc Living Room Group 

$2i9i» 
Three matching pieces for your living 
room designed in the functional 
modem style. Full spring construction 
throughout and reversible cushions. 
Covered with cotton anchor loop fabric 
Sofa and two chairs. 

Glass-topped Cocktail Table 

$17.95 
Beautifully finished walnut table with 
roomy magazine shelf beneath for your 
favorite issues. 

Occasional Chair 

In the modern manner also blonde fin- 
ished wood for an important spot in your 
room Back and seat covered with cotton 
anchor loop upholstery. 
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Modern Walnut Desk 

*29^2 
Two-drawer desk with ample writing 
space and convenient shelf beneath for 
magazines or folders. Nicely finished 
in walnut. 

7-Pc. Modem 
Walnut Bedroom 

*295= 
Completely furnish your bedroom with modern pieces 
finished in lustrous glowing walnut. The suite consists 
of swell front dresser, chest and vanity with bench 
and a double bed, night table and side chair. Spacious 
round mirrors grace the dresser and vanity. 

Convenient Budget Terms. 

J'uliusT vansbubgh 
furniture Ml Company 
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