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DEFENSE AID SUPPLEMENTAL APPROPRIATION BILL,
1941

HEARINGS CONDUCTED BY THE SUBCOMMITTEE OF THE
COMMITTEE ON APPROPRIATIONS, HOUSE OF REPRESENTA-
TIVES, IN CHARGE OF DEFICIENCY APPROPRIATIONS, MESSRS.
EDWARD T. TAYLOR (CHAIRMAN), CLIFTON A. WOODRUM,
CLARENCE CANNON, LOUIS LUDLOW, J. BUELL SNYDER, EMMET
O'NEAL, GEORGE W. JOHNSON, LOUIS C. RABAUT, JOHN TABER,
RICHARD B. WIGGLESWORTH, WILLIAM P. LAMBERTSON, AND
J. WILLIAM DITTER; ALSO PARTICIPATING, MESSRS. SCRUGHAM
AND POWERS; ON THE DAYS FOLLOWING, NAMELY:

Trorspay, Marcn 13, 1941,

STATEMENTS OF HON. CORDELL HULL, SECRETARY OF STATE;
HON. HENRY L, STIMSON, SECRETARY OF WAR; HON. FRANK
KNOX, SECRETARY OF THE NAVY; GEN. GEORGE C. MARSHALL,
CHIEF OF STAFF, UNITED STATES ARMY; REAR ADMIRAL
R. E. INGERSOLL, ASSISTANT CHIEF OF NAVAL OPERATIONS;
AND HAROLD D. SMITH, DIRECTOR OF THE BUDGET

BUDGET ESTIMATE

Mr. Wooprvam. This is a hearing before the Deficiency Sub-
committee on House Document 139 an estimate, in the amount of
$7,000,000,000, to earry out provisions of an act to promote the
defense of the United States, approved March 11, 1941, as follows:

Tae Wurre House,
Washington, March 12, 1941.
Hon. Sam Raysury,
Speaker, House of Representatives,
Washington, D. C.

My Dean M. Sreaker: This Nation has felt that it was imperative to the
security of America that we encourage the democracies' heroic resistance to
aggressions, by not only maintaining but also increasing the flow of material
assistance from this country. Therefore, the Congress has enncted and I have
signed H. R, 17706,

Through this legislation our country has determined to do its full part in
creating an adequate arsenal of democrsey. This great arsensl will be here
in this country. It will be a bulwark of our own defense. It will be the source
of the tools of defense for all democracies who are fighting to preserve them-
selves ngaingt aggression. s

While the defense equipment produced under H. R. 1776 remains under the
control of the United States until it is ready for disposition, it is the fixed poliey
of this Government to make for democracies every gun, plane, and munition of
war that we possibly ean. . ) L

To accomplish these objectives | am transmitting an estimate in the amount
of $7.000.008.000, the details of which are set forth in the accompanying letter
from the Dircctor of the Bureau of the Budget, 1 strongly urge the immediate
enactment of this appropriation.

Respectfully,
Frasxuix D. Rooseverr,
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fepartments or agencies of the Govern-
out the provisions of the act entitled “An act
States," approved March 11, 1941, and for
W ¢ therefor there is hereby appro-

iry not o

3.««@ appropriated:
ifacture or otherwise, of
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and accessories. ... 2, 054, 000, 000
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08, spare parts, and
£ e ) 362, 000, 000
ther watercraft, and
ala, sparo parts, and
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A 260, 000, 000
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s industrial, and other commodities and

e e o
X o
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e United States. .. ... ... ... _.
not 1o exceed 20 pereont of any of
approprintions may be transferred
o any othor such appropriation,
tion shall be increasnd more than
i And provided further, That any
cured under the foregoing ap-
¢ alloeated by the President to
;a%?npy of this Government for
- of such department or agency.
v services and expenses fop earrying out

752, 000, 000
1, 350, 000, 000

200, 000, 000

40, 000, 000
10, 000, 000

ailable until June 30, 1943: Provided, That the
foregoing appropriations to appropriate current
or ag ‘tc{ amounts equivalent to the value

..................

rtment or agonoy to the government

esident deems vital to the defense of the
300,000,000,

‘committee is very happy to have you here
glad to have you make such statement
e made upon this oceasion,

man and members of the committee:
and stimulation to revisit these scenes
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. . ' of o many years of association and of what 1 thought were very

important activities on my purt,

Vhen I appeared before the Committee on Foreign Affairs on
January 15 last, 1 said that the proposed lend-lease bill was designed
to promote the defense of the United States. 1 also stated in sub-
stance that that measure would set up machinery which would enable
us to make the most effective use of our resources for our own needs
and for the needs of those nations whom, in our own self-defense, we
are determined to aid; that the measure would make it possible for us
to allocate our resources in ways best calculated to provide for the
security of this Nation and of this continent in the complex and
many-sided conditions of danger with which we are and are likely
to be confronted; that above all, it would enable us to do all these
things in the speediest possible manner; and that, overwhelmingly,
spucﬁ is our greatest need today.

During the 2 months that have elapsed, other areas have been added
to those overrun by the brutal forces of conquest and destruction.
Several more are on the list for immediate seizure and subjugation.
Upon the seas the menace of death and disaster has grown. This
country by now should have no longer any iliusions as to the nature or
magnitude of the dangers which confront us.

The United States has desired and has overwhelmingly approved a
foreign policy based on the safety, integrity, and the free institutions
of the country., It has no association with European political dis-
putes. But it has recognized and must recognize that a force has
arisen transcending the disputes which were formerly the subject of
European wars. It has seen s combination of forces come into being
which, step by step, has challenged the right of every nation, including
our own, to exist save at the dictation of alien masters. In every case,
the nation whose turn had not come up was told that there was no
danger; that it needed to do nothing but sit still and all would be well.
And, with deadly certainty, the governments which have swallowed
this bait have been, in their turn, destroyed. Only those which de-
voted every ounce of their energy toward immediate defense, and which
were ready to cooperate with others, have escaped destruction.

But these other nations which endeavored to avoid danger by
inaction had an excuse which we do not have. They could at least
indulge the hope that the conqueror might respect their lawful
integrity. They perhaps were entitled to hope that the rules of
international law might somehow save them. They perhaps could
plead surprise. We can do none of these things. :

Our immediate business is to see to it that the would-be conquerors
of the world shall not be in a position in which they can command the
seas, attack any country in this hemisphere and, when they are able,
attempt to deal with us as they have been dealing with Europe and
with Asia.

In the clear light of the repeatedly avowed purposes of conquest
without limit and of the slriﬁing harmony of their acts and their
words on the part of the rulers of the lawless nations, the fact is well-
nigh incscapaglo that, if they sueceed in securing control of the high
seas along with that of the other continents, they will without material
delay move to secure domination of some of the rich undevéloped
' foodstufls, raw materials, and other natural resources of this Western
| Hemisphere, in those parts leust prepared for self-defense. 1 must, in
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1erican people that in my judgment this
L are i serious danger and that every
.&hnse must be taken with the utmost
e T
sueh dangers, our safety and sceurity lie in
egnable means of defense and in utilizing
ever they may be most effective.
ningly accepted the view that the render-
le material aid to those nations which
orces of conquest is an essential part of
ort. Through the enactment of H. R. 1776,
“ﬁg&ﬂcd and decided policy of the Nation. The
consideration by your committee is the next and
thé‘earryl:f out of that policy. It appropriates
1sh in adequate amounts and witﬁ adequate
and food for the nations which now heroically
ovement of conquest.
now for me to discuss in detail the necessity for
urse in the defense of our own sceurity and vital interests.
‘have been advanced and tested in the full frecdom of
are united upon it, we have set our hands to the plow—
the ngress, and the Executive.
is being fought in Europe and in Africa together
~and the moves of conquest which are going on in
¢, under the Tripartite Agreement, closely interre-
~the light of this situation, we are sending materials to
untries, in various parts of the world, whose defense is
to cfafense The effort which we make will have to be
beeause the needs which it is intended to meet are
1eeds,  Some of these countries cannot manufacture
nselves the complicated machinery and the groat varioty of
s for w they now have urgent need, This country is
3! be &ﬁ able to produce vast quantities of most of the
hat are ealled for. This country will have to produce them—
produce them.

the passage of the lend-lease bill and I now urge prompt
ippropriation as essential for the execution of sound
for the United States. The object of that policy is to
. the independence, and the interests of the United
threats. That cannot be successfully done unless
strong and are in & position to share our strength
15 which are helping to defend our interests.
to find protection through our foreign policy, we must
Today, as ever, the essential basis o% the strength of a
irit and courage of its people. But no mafter how
and courage, it cannot sustain itself without adequate
tetion ol adequate arins requires the coordination
labor, saerifice, and brains of the whole people.

1 urpose must express themselves in the continuous
industry of all of those who play a part in production.
the success of the course upon which we have set
courage and the wisdom to go full out in furnish-
lequate material aid to the nations whose defense is necessary
* defense. When we do this, we take the most effective step
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possible in the circumstances to keep war away from our hemisphere,
from our own Nation. Doing this, we act in defense of our homes,
our institutions, our liberties, our way of life.

In this task, hall measures will not suffice. There is much to be
done and the task is urgent. We must strive with all our will, all our
power, and all our resources. To be content with less would be to
invite disaster. No people in history have had such opportunity to
learn from the tragic example of others. We cannot stint and) we
must not falter.

Mr. Wooprusm. Mr. Secretary, the committee appreciates your
statement and, in executive session, before you gentlemen came in,
we decided, if agrecable to you, we would first like to have a statement
from vou, Secretary Stimson and Secretary Knox and then perhaps
the committee would like to ask you some questions,

Now, Mr. Secretary Stimson, the committee will be very glad to
hear from you.

STATEMENT OF HON., HENRY L. STIMSON, SECRETARY OF WAR
GENERAL STATEMENT

Secretary Stimson. Thank you, Mr. Chairman. The Secretary of
State has admirably summarized the broad reasons for the bill and,
as I reflected over your request, I thought probably I could be most
helpful if I gave, as tersely as possible, the nature of this bill as it
relates to the War Department and the reasons for the necessity of
the broad and flexible items of appropriation which the estimates have
set forth.

Of course, this sot of estimates is vitally different from the ordinary
requests for appropriations for our Army in time of peace. These are
for an estimated amount necessary to enable & number of other
nations, whose defense the President deems to be vital to our defense,
to make a successful defense in a war which is now actually going on.
Thus, we are making estimates for the approprintions negessary for
the defense of a number of nations.

First, these nations are already engaged in a gigantic war. This
war covers an area of many portions of the-world, from Great Britain
to the Far East, containing many very different terrains, such as
northeast Africa and Malay Asia, in addition to Europe. The charac-
ter of the weapons vitally necessary for success in such & war are con-
stantly changing and developing and, finally, the time necessary for
the construction of such modern weapons is very long—from 1 to 2
years.

In the next place, these nations are fighting 4 very powerful enemy
which has great power of secrecy itself, with the constant power.of
suprise attack. And this same country which has been able to maim-
tain such complete secrecy over its own actions, has shown an intense
and meticulous effort to spy out the resources and powers of its ene-
mies,

Finally, the British Isles which are now the pivot of the defense
on which our own defense is based, are at a special disadvantage.
They are a small terrain, surrounded by a huge semicirele of attack.
They are, therefore, under constant reconnaissance. Germany has
an unusual power to learn Britain’s defense and for the element of
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have shown by this analysis show
ill, and the estimates for that bill,
ility in the breadth of the items
as much freedom from publicity as is
b, That, however, of course does

andoned all safeguards in favor of
ion. The bill itself contains very
hich has existed hitherto and these
the interests of American defense.  When you
“&i,lihsexmted, you can see the advantages
the various democracies which were secking
ket wore separate, were competitive, and were
0 hands, the supervision which we could exercise
?ﬂlh%ﬂ*wggtdisrupti‘\'e to our own defense and that
ers the power of interference with our own
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o what, if any, weapons are to be transferred
transfers.  And, what is more, it postpones the
matter in our hands of the decision of
lace until the weapons are completed and the
uz‘hm;dk a8 to where they will do the most good.
rmore, the bill requires, as of course you gentlemen know,
o1 W Congress of what has been done during each
nce of the new situation is that the bill has placed in
esentatives of the United States, responsibly devoted
the United States alone, the entire decision upon all
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¢ rate the efforts which we have made to super-
these efforts, in this situation which is so novel
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and their work was coordinated through the office of the Under-
secretary of the War Department and the Chief of Staff of the War
Department in the same way which is done regularly with our regular
estimates. And after that came the review of the Budget in the
ordinary way.

Insummation of this, I wish tomake it elear that the British require-
ments as now presented have gone through the normal course of War
Department procedure in respeet to appropriations which we now ask
for and present.

Now, as to some further characteristics which come up: Of the War
Department items, practically all or 95 percent are those which can
be used for our own Army purposes and which would be vitally useful
in case Britain should fall.  Only 5 percent represent purely British
types of weapons, including thé facilities to be erected for such
weapons, as distinguished from our American types and their facilities.
And even in the case of this last 5 percent, the plant facilities neces-
sary for construction, that is, the tools and the plants for these purely
British items, could be used by us on very short notice.

In other words, as you are doubtless familiar, I might give as an
example that the British use the 303 caliber rifle. The facilities
for the construction of that rifle which they are using in this country
today, under their contracts for its creation, could be transferred so as
to manufacture the .30 caliber rifle which we use, I am informed, in
about 2 months. And, in the same way, the facilities for the ammuni-
tion could be transformed. And that is true largely of other British
items,

Then, finally, there is this thing to be remembered. There have
been great benefits aceruing to this country in the cooperation which
this bill and the formulation of these items have involved. There has
been a standardization of weapons to a very large extent between the
two countries, and such a standardization would be vitally important
if, in the exigencies and contingencies of the future, this war should
spread to this hemisphere while the British were engaged in fighting
in other parts of the world.

In the second place, vital improvements have been secured for our
own weapons in this free exchange of information which has passed
between the two countries, = Most of those improvements are such that
it would not be in the national interest to make them public, but T
think it is already known, for instance, that one of the examples has
been that we are now using in our planes and tanks a revolving
turret which is of the utmost importance, and which came to us from
Great Britain, ] )

To sum up the estimates with relation to this bill, T can put it in
a very few words. The Army has already made a larxge contribution
from its stores to the British defense when, last June, it la.rgcl-B re-
equipped the British Expeditionary Forees after the (fcfeat._ at Dun-
kirque. It can contribute further a number of vital articles and
munitions during the year 1941. But the majority of the items of
appropriation requested in this bill are for the equipment of the forces
o})Grent Britain in 1942, ; L

With wonderful ecourage in this hour of crisis and suffering, she is

lanning to continue the fight until she has not only saved the British
sles but has rescued Europe from the subjugation which it is now
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STATEMENT OF HAROLD D. SMITH, DIRECTOR OF THE BUREAU
OF THE BUDGET

PROCEDURE IN PREPARATION OF THE ESTIMATES

My, Sarra. Mr. Chairman, in developing this estimate, the Bureau
of the Budget was confronted with a special situation. The needs to
be met by this estimate are not those of Federal departments and
agencies operating in the regular framework. Normally, a depart-
ment or agency would present its requests and justify them in con-
siderable detail. But this estimate deals with the needs of other
countries whose defense is vital to our own. Obviously, it could
not conform to the traditional pattern of budgetary procedure,

We started with a general outline of the requirements of the British
Government. These requirements were segregated and distributed to
appropriate Federal departments and agencies for study and process-
ing. The main problem wis to relate them to plans for the production
of our own defense articles. For example, where the requirements
concerned the Departments of War and Navy they were analyzed by
those Departments with the aid of the Office of Production Manage-
ment. Where raw materials were involved, it was ascertained through
the Office of Production Management whether or not these raw
materials were available for disposition to other countries. We also
discussed with that Office the requirements for machine tools, steel,
and iron. The requirements for food and other agricultural prodicts
were discussed \\'idl the Secretary of Agriculture. The amounts set
forth in the estimate represent the considered judgment of the various
agencies and of the Bureau of the Budget. In short, we have a pro-
gram that is closely related to our own needs and effectively responsive
to the needs of the other democracies.

FORM OF THE ESTIMATE

In setting these estimates into a framework of appropriation lan-
guage we have not been able to use the traditional form. We are
providing defense articles for countries at war, and a considerable
degree of flexibility is necessary.  New emergencies arise, conditions
of warfare change, and a weapon that is in use today may be obsolete
tomorrow. In this estimate we are attempting to foreeast the needs
of other nations for their war efforts in the months to come.  We have
endeavored, therefore, not only to identify as clearly as possible the
broad categories of aid to be furnished, but to provide at the same time
a reasonable degree of flexibility in meeting the need for such aid.

Flexibility in the administration of an appropriation of this charac-
ter is also a primary necessity. It was believed that maximum flexi-
bility in administration could be attained by making the appropriation
to the President for allocation to the several departments and agencies,
For obvious reasons it would be difficult if not impracticable to catalog
the separate requirements of the individual agencies with respect to
a program of this nature, or determine in advance which agency at a
given time might be best equipped to handle a particular item. In
the form adopted the agency best fitted to do a particular iob can be
given the money with which to do it, and effective over-all direction
of the program will be facilitated.
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picture of the cost of this program, but the program of ordnance
procurement for our own Army can be kept intact. Of course this
might be done by making subsequent appropriations, but that would
mean either changing our procurement schedules because of the inter-
vening {ime until & new appropriation was made, or the continuous
submission of piccemeal vequests for appropriations for necess
replacements. The reimbursable feature is not limited to appropri-
ations heretofore made, but will be also available for reimbursement,
if necessary, of regular appropriations subsequently authorized to be
used for the purposes of this act.

We have in mind that requests for allocation of funds from these
appropriations will be made by the departments and agencies to the
President through the Bureau of the Budeet. The Bureau will process
these requests and prepare them for review and approval by the
President. After his approval, the appropriate departments and
agencies will undertake to procure the defense articles through their
regular channels.

This whole process of review and approval of allocation of funds
will, of course, operate within a broad frameéwork of policy determined
upon by the President. We plan to keep a careful record of the allo-
cations for procurement and for reimbursement. This information
will, of course, be available to this commiitee. In brief, it is felt that
the enactment of the appropriation in this form will permit the most
effective utilization of the departments and agencies in carrying out
this program, and will retain in the President the necessary fiscal
control.

Mr. Woopruasm. Thank you, Mr. Smith. You will please remain,
because the members of the committee may wish to ask you some
questions.

QuesTions Propounxpep BY MEMBERS OF THE SUBCOMMITTEE TO
SEcrRETARY HULL, SECRETARY STIMSON, AND SECRETARY KNox

At this time, T will request the members of the subcommittee, in
their order, to ask such questions as they may desire of Secretary
Hull, Secretary Stimson, and Secretary Knox. Unless there is some
other suggestion, we will proceea in that order.

COUNTRIES TO BE AIDED

Mr. Canxyon. Mr. Secretary, you referred to “other countries
it was proposed to assist. What are those other countries?

Secretary Hurr. If you will keep in mind that, according to all
appearances, the world is faced with a movement of invasion and
conquest through force without limit as to area, and our assistance
would contemplate any country that is carrying forward a movement
of resistance against the three invading forces, which, under the tri-
partite agreement, are rather closely interrelated countries. Our
assistance would be to countries whose defense would be essential
to ours, as was stated here. You will find that that will be deter-
mined by day-to-day developments. This situation is moving so
rapidly that nobody knows from one week to another or from one
day to another what nations may be swallowed up or what nations
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¢ eement, worked out.

(. Mr. Sceretary, under section 4 of the act it is
ded that if any of these materials are given to anv

mmnot be transferred to anyone else without the specifie

As I say, we will keep our hands on it. You
llowed my friend Ludlow when I was in Congress,
ee on most things, though not quite all. So I made
y over here that I would endeavor to supply any
ation possible with respect to the foreign-relations side, the
ymatic side, of the conditions under which this state of danger
eloped. The technical side, the production and distribution side,
to these other Departments.
- Mr. Woon nk you, Mr. Secretary.
11 P TE TS
1 e S

LIST OF BRITISH REQUIREMENTS

an, I have one or two questions that I
Stimson. .. |

the British furnished a list of British

ered by your Department, As of

urnished? o e

bout a month ago, as I recall it, sir.

t list presumably the list of British require-
understand it was altered.

thto _&w;wsubmitting another list, would
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Secretary Stimson. I do not think so; because, as I told you, the
mere comparison of those lists with the lists of what we were doing in
many other ways served to change what they had brought out.

AMERICAN MANPOWER

Mr. Luprow. Mr, Secretary, yvou stated that the aid to the democ-
racies that is contemplated by this bill is hard to visualize now, but
mainly takes the form of equpment. You used the word “mainly.”
You do not see anything in the picture now to indicate that the British
will require our manpower?

Seeretary StimsoN. No, sir; there is nothing in this that refers to
manpower.

PROPORTION OF MATERIAL TO BE ACQUIRED THAT WILL BE USABLE BY
UNITED STATES

(See p. 20)

Mpr. Sxyper. Mr. Secretary, 1 was very much impressed with your
statement that 95 percent or more of the equipment, material, and
articles that we are building and will build for the aid of Britain could
in an emergency be used in our set-up here at home. Is that right?

Secretary StimsoN. That is true; and that did not happen by aeci-
dent. That happened as a result of the efforts of the agents of the
Walr Department to accomplish that, and the consent of the British
to do so.

Mr, SxypeR. I commend the Secretary of War and his staff for
bringing that about. 1 think it is an excellent procedure.

AGRICULTURAL PRODUCTS
(See pp. 20, 32, 35, 39, 51)

Mr. O’'Near. Mr. Chairman, I have a couple of questions that I
would like to ask both the Seeretary of War and the Secretary of the
Navy, for the reason that I am uncertain as to whother the subjects
I have in mind have been covered in drafting the bill,

The bill attempts to set out the categories under which this money
shall be spent, and I wondered if that might be interpreted as exclusive
of any category not mentioned in the bill. For instance, is there some
saving clause which would entitle you or enable you to spend money
for foodstuffs, which are a very vital defense item, in my opinion?
1 see no category that might include food.

My, Smira. Agricultural commodities.

Seeretary Stimson, There is a category there, is there not?

Mr. O'Near. I just called that to your attention because I do not
see it offhand. : :

My, Symira. It very clearly mentions agricultural commodities.

Mr. O'Near. Thank you. If it does, I had not noticed it.

Another category would be services. I -can see very well where
services might be very much needed. Also chemicals; I do not see
any chemical warfare, unless it may come under some other defense
item.

Secretary Stimsox. Under miscellaneous military equipment. The
chemicals would certainly come under that.

T I et :  ——




(). :

f services, I wonder whether

2 I merely wanted to call that to
s not necessary to answer it now,

Ir. Secretary, under this lend-
r to England a great number of
es that mean that after the war is
xistence, they will be returned to us?
: hink you can judee of that fairly by what
1e pastin t posal of the spare stocks of weapons
ransferred and sold to Great Britain before the drafting
n all those cases there was an effort made to obtain a
‘ N - Yy
et the terms and considerations for the
d more flexible, but 1 think you can
iterests United States being fully protected.,
of West " nia. In other words, if we send a lot
|2 lot of guns and even some ships over there, and this
of Great Britain, and they have all our material
18 it your understanding that that material is to
his country, or as much of it as possible?
son. I think you will find as full an answer as can
ion was forecast in the President’s speech when
inglly p v this method of transaction.
r. Jounsox of West Virginia. This is a pretty big undertaking,
otimes when these materials get across the water it may not
anier me reason, to send them back. Now, I want
in existence when they get through with it.
‘want it returned when the borrower is through

Try to get all of it back that you ean, Mr. Secre-
NEW PLANT FACILITIES

(See pp. 37, 58)

’ Mr. Taser. With reference to these major items in this Budget
‘estimate that is up here, are you able to segregate for us as to each
;;OHQ;EQh%Pog_t}ion-rtli'ermf that could be eurrently procured from exist-
2 eilities over the period that will be required for delivery and

L would require the creation of additional facilities?

1 think it would be a rather difficult question
etails are very difficult to present. It would
changgé as other changes come from the war.
. TAser. There are $752,000,000 set up here for additional
ilities. Te q:&&fwm.ibhero'.m';ght be some special items that would
uire some small amount of facilitics. On the other hand it is
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1 rather difficult to follow the provision for a lot of additional facilities

>

superimposed upon the facilities that have already been provided for
or appropriated for for the Army and the Navy, especially in view of
the fact that months are required for the setting up of some of the
facilities; on some of them production comes in quantities months
later, and that means a long time before some of these things can
begin to be produced. I would like to have some kind of a comment
from bhoth the Secretary of War and the Secretary of the Navy on
that subject if 1 could get it.
Mr. Wooprua. Secretary Stimson.

!
. | ~ ¥
B~ | Secretary Sriavson, I am not sure that I understand Mr. Taber’s
B |
|

request; I do not know that I understand how much he is asking for
details. I can say this, to guide us as to what my feeling is as to it:
I think that it would not be in the interest of this country, or this
country's defense, to indicate what weapons or what munitions are

5 | going to what countries.

Mr. Tasrr. I was not asking for that at all; that is not what I was
getting at. I will try to repeat the question,

Secretary StrmsoN. 1 may have misunderstood it.

Mr. Tasrr. We have a set-up of $750,000,000 for proposed addi-
tional faeilities.

Now, considering the fact that it takes months to provide some of
these facilities, and considering the fact that we have already provided
probably $2,000,000,000 for that sort of thing in previous bills for the
Army and the Navy, and considering the fact that those facilities
require months in some cases to come into production, are we nof,
getting to a point where we are providing for facilities, to the point
where the provision for facilities is delaying this defense program
rather than a means of accelerating it?

Seeretary StimsoN. I think not, sir.  But I cannot go into details
here now. I do not have them before me.

I know this, however; I know that every effort has been made both
in the Department and in the Office of Production Management to
keep going at the fastest possible production the facilities which we
have now, and without impairing the production of those we now have
to bring into production as rapidly as possible the facilities which we
have contemplated or under construction. In other words, that we
are going as fast as we can in regard to the ereation of these facilities.

I think nothing is included in this—although I should like to have
the opportunity to correct myself if 1 find afterward I am wrong—
I think nothing is included in this which will not come into produetion
in the time stated in the bill, and have its effect on the defense of these
other eountries to whom the weapons are intended before that time.
General Marshall tells me that he can add to the details of that if you
care for him to do so.

My, Taser., Will someone later on give us more of a break-down of
what actually will have to go into new facilities?

General Marsuann, If [ may interject this statement: This has
been very carefully caleulated against the time element, having in
mind what we already have in the way of facilities, what has already
been authorized, and money provided for, and what would be required
to produce the mass of matériel on the British list, to produce the
facilities for the requirement of the list. There is also the necessity

300706—41——2
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_USE OF FUNDS
17)
it anticipated that this fund will

ed before June 30, 1943.

‘has it been laid out so that it is
me 30, 1943? Would anyone
~would rather ask that for the

 your question? oqih
etting these things been laid out,
ris it expected that you will have

. Taber, to so many con-
answer it exactly.
ime the question i this
1¢ idea of covering what
¢ them at this time, without
~that might result as the
you answer that?

can be answered “‘yes.”

‘question to Secretary

ill, by Secretary
Land dollar exchange asscts
1939, amounted to $4,483 -

) any way in deter-
at something entirely

course, will raise the average considerably. I am just wonde__ring,
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PERIOD OF USE OF FUNDS
(See p. 16)

Mr. WiceLesworTh. | assume that you contemplate that the
production covered by this $7,000,000,000 appropriation can in fact,
if necessary, be produced prior to july 1, 19432

Secretary Srimson. That is the fact. .03

Mr. Wiceresworta. Can you say what proportion of that $7,000,-
000,000 would be necessary for expenditure?

Secretary SrimsoN. May I interpose this statement?—that I have
been speaking not as to the whole of the $7,000,000,000, but merely as
t.l; tl@ War Department’s share. And I think that is true as regards
the Navy.

Mr. Vv\?;GG'IIES\\'OR_TH. May I ask Secretary Knox if that is true as
to his Department?

Secretary Kyox. I think so. _

Mr. WiceLesworra. Is it possible to state what portion of this
$7,000,000,000 under the contemplated program would be actually
required for expenditure in the fiseal yoar 19422 "

Mr. Woonrum. You mean contract authorizations or cash, Mr.
Wigglesworth. _

Secretary StivsoN. I was going to say that question involves
contract authorizations. !

Mr. WicaLesworra. If there is no objection I would like it to
cover both.

Secretary Srivson. Then you mean, is it susceptible of bein
covered completely, when you take in both eash payments anc
contracts?

My. WicaLesworra. I mean how much of the $7,000,000,000 which
is before us will be required for (¢) cash payments, and (b) obligations
in the fiscal year 1942 under the contemplated program?

Secretary Kxox. I do not think anyone coulclpanswer that question
until the contracts have been negotiated.

My, Wiceresworra. You do not plan to expend or obligate all of
this $7,000,000,000 in the fiscal year 1942, do you?

Secretary Stimson. I think I can say that it is intended, so far as
the War Department’s share is concerned, it would be under contract
or completed by that time, _

Mr. WicLesworrr. And is that also true, My, Secretary, of your
Department?

Secretary Kxox. With respect to the allocation of the $7,000,000,000
for expenditure by the Navy Department, the obligations will be
imcurred very soon, as soon as possible.

CONTRACT AUTHORIZATION FOR PART OF NEEDS

Mr. Powers. M. Secretm;v of War, my first question has been
fairly well covered by Mr. Taber and Mr. Wigglesworth. From

January 3, when Congress convened; until the present time, the

Appropriations Committee of the House has been appropriating at
the rate of about a billion and a half a week. This seven billion, of

in view of Mr. Taber’s question, and in view of Mr. Wigglesworth’s
question, whether it would be adyisable, instead of appropriating
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it this down to a much lower figure

at you can for the fiscal year 1042,
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each case the material to
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hich the Chief of Ord-
1 at a rate determined

upon,  As the Secretary of War previously outlined in some cases,
it was for the original cost of the article, and in other cases it was

the cost of selling to citizens. It went from 100 percent, to 20
pereent.

BRITISH POTASH AND BORAX PLANTS IN UNITED STATES

Mr. Dirren. I hayve two or three guestions I would like to address
to the Secretary of State and ask him, first, whether in his reason
and judgment an answer to the question that was asked or the type of
questions that were asked by Mr. Serngham off the record would in
any way be embarrassing or inimical to our interests?

Secretary Huwr, I think I made clear that our Government should
give all practical attention to those matters.

Mr. Drrrer. Then would it be disturbing, Mr. Secretary, if Mr.
Scrugham were to reframe those questions and have you answer
them with reference to the specific financial interests to which he
referred?

Secretary Hurr. I think Governor Serugham would want to eonfer
with these people

Mr. Woobrum. Do you want that on the record, Mr. Ditter?

Mr. Dirrer. Yes; I should like it on the record. I ecannot see that.
it would in any way be embarrassing.

Secretary Hunr. I think you would want to diseuss it with the
people who will deal with the contracts relating to production and
distribution and the business relations that are involved between us
and Great Britain. [ deal with the diplomatic phases only.

Mr. ScruGnam. May I inject an obscrvation, Mr. Ditter? I
presume the point you wished to emphasize there was the fact that
the questions I asked showed that the potash industry and the borax
industry in the United States, was largely owned by British interests,
and which, in my opinion, the United States Government should
control instead of the British Government. Their value, which
I estimate to be $20,000,000, should be applicd as & payment on this
seven billion advance of money.

Secretary Hurr. As I say, there is almost an infinite number of
relations of a commereial nature between us and the British Empire
and we have been untangling some of them and, if this trouble had
not come on, 1 think we would have been making more progress still;
but everything has been interrupted and we have chaos, disruption, and
dislocation in our whole international and economic structure, and
it has taken an awful lot of time. I notice my friend Joe O'Mahoney
spent 2 years here carrying on inyestigations in just a few phases
of a similar or another situation and, as I gay, there is almost an
nfinite number of questions like these that will be up, and we naturally
should, and I hope will, amply take eare of our interests as these
developments are reached and action is taken on them.

THRANSFER OF COAST GUARD TO NAVY

Mz, Dirrer. Now, I should like to ask a question of the Secretary
of the Navy: Mr. Knox, is it anticipated at this time that the Coast
Guard is to be transferred from the Tregsury Department to the
Navy?
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Secretary Hurr. That is a matter with which I am not very familiar,
As I say, T am supposed to keep up with all of the conduct of our
foreign relations and to trace the relationships that have led up to this
condition of danger and to make that as clear as I can, without going
into the production and distribution side of the situation. I had left
that to the Army and the Navy and the Treasury and the Budget

_people, because it did not really come within the function of our foreign

affairs over at the State Department, and I apologize for not being
able to answer your question intelligently now. But I do hope, on
account of my interest in the agricultural situation, to familiarize
myself thoroughly with every phase of it at a very early date.

Mr. CaxNoN. 1 wonder if either Secretary Stimson or Secretary
Knox could give us any information as to what groporti_on of the agri-

ve in the form of food
and what will be in the form of raw materials?

Secretary Stimson. I think the Director of the Budget can answer
that question. _

Mr, Caxnon. Let me ask one question of either of the Secretaries:
Will such foodstuffs as are contemplated be for the eivilian popula-
tion, or for the armies?

Secretary Knox. I do not know.

Secretary Stimson. I do not know, either.

TITLE TO DEFENSE ARTICLES
(See p. 39)

Mr. O'Near, Is it determined, or has it been agreed upon as to
when ftitle will vest in England or any other country getting materials
of this character? TIs it upon delivery from this country some place
else, or when contracted for?

Seeretary Stivmson. Not when contracted for, that is, not when the
construction is contracted for, and not until after the construction is
completed. After that, I do not think there has been any commit-
ment.

Mr. O’Nean, In other words, when you make a contract today or

agree to do something for so much, the title remains in this country

until after delivery takes place either at the point of manufacture or
some other point?

Secretary Stimson. That is as 1 understand it. Title, of course,
in case the article was loaned, would never vest.

Mr. O’'Nean. Yes; I understand.

Mzr. Luprow. Mr. Seeretary, I understand the initial distribution
is to be to Great Britain and Greece. Can you give any information
as to what other countries you think are likely to be finally included
in the distribution? I _ i

Seeretary Huwr, I wish I knew. Nobody knows, over there in
some parts of the Balkan area, what may happen any day, or any

hour.
PROCUREMENTS IN FOREIGN COUNTRIES

(See pp. 40, 42)

Mr. Dirrer. 1 would like to ask one question of the Secretary of
War: Mr. Seeretary, do I understand this, that expansions or emplace-
ments would take place in foreign countries under the terms of the bill,
in your opinion?
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ginal emplacements or facilities
‘the United States?

e bill authorizes that.

wote section 8 of the Lend-Lease Act on

not only with the British but also within our own staff, to determine
how best to put these estimates on the same ecarefully considered
basis as our own. Then, in cooperation with the Under Secretary of
War’s Office and that of Production Management under Mr. Knudsen,
we considered the produetion demands involved and the possibility
of interference with our own program. As a result of our investiga-
tions we arrived at a determination of the amounts of the several
ifems you now have under consideration.

Mr, Woonrus. General, you are thoroughly familiar with the
items in this bill and their purposes?

General Marsuavn. 1 have gone over the various break-downs of
the matériel involved.

Mr. Woobrua. Are you able to say to the committee, from your
knowledge, having made an investigation of them, that you think
these items are vitally and eritically necessary and should be included
in the bill?

General Magrsaany, Yes, sir; very much so.

Mr. Luprow. General, I want to ask whether, in your opinion,
providing these articles in aid to Britamn will in any way endanger
our own defense? :

General Marsaarnn. No, sir; on the contrary I think that as we
now have matters arranged, the result will be to our advantage., Our
own actual resources will not be diminished until the finished products
come off the production line and are ready for shipment. Increased
production will add to our strength until the time for distribution

BN'. GEORGE C. MARSHALL, CHIEF OF STAFF, begins. I will go further and say this—that I would be a much
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slicable, whenever the President
ry in the interests of the defense

ced the question, whether it is
"""" 1 hat might be made in plants out-
ds provided in this bill would
] emplacements or expansions of

rovision for most un usual situations
ot contemplate of ereation of any
d by the fact that I have forgotten
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Tuespay, Marcu 13, 1941.

i == happier man today if I thought we had reached a point in our pro-

o UNITED STATES ARMY duction development where we actually had more capacity than we

- . required. That would be the most fayvorable situation possible for us,
RBNERA LS TALEMENT in view of present conditions.

SRlEM arah : R R Mr. Canvon. General Marshall, these estimates have been made on
E e o sltementiyou the basis of definite inventories, ai)parently, and I presume you have
some data as to the cost of each class of matériel.
General MarsaaLL. Yes, sir.
Mr. Caxxox. How do these costs compare with costs of matériel
| in similar classifications during the World War?
' General MarsaanL. I will have to ask someone else to answer
that.
~ Mr. Canxoxn. Inageneral way, are we paying more or less, than was

irman, since hearing the testimony
f ~afternoon, I believe there is little I
‘hat imson, in particnlar, has already

S Bl R Y A T R : aid for similar matériel during the last war? b
a,l g s ‘g‘éﬁiraggglgg? t;;g?lso::l ;l?:ll‘t(x(sl : General Marsuarr. Probably the only specific item susceptible of
oW, in making our own (*st'im SEet for that comparison is the Springfield rifle. The cost of this rifle is .les§
ept open and -lllb%\;"ébdﬁrd‘ I 'stsL ot 'tho today than it was during the last war. In this instance, .man.ufact.tu-
p YOBsiations are desired ate );in’ ¢l the ing facilities already existed when we resumed‘ _product.xon l_ec_e_n?ljg.
: dmate cost—all air:zlil abl’ & s Most of the other equipment qulAved, ‘pmtxcula.r.ly nintmuvcm ﬁ
isted as concisely: -%1 itl matériel and tanks, is so entirely different; so new; and so muc
sted as concisely as possible, with more complicated than corresponding items used during the World
ent cons;,demtxon; ne)'c%ftll{'lO%S War, that no accurate comparison can be made. For example, the
es"‘('!?ye S b :};pgge%t fB“m‘tT if d ')t' tanks used in the World War were “tin lizzies’ compared with what
e ar _apparent from the de- | R B
9 ay. In other words, we must | “e)rli];'. &tx-(z\*o):\’. What determines the price? Are they s manufac-
we have foll d'}-mg-‘-‘  enrafalinrocedun tured on the cost-plus-fixed-fee plan, or l:!u'ough ne.gol.m]tflqon? Do you
greab.mmycomgr::crgs cﬁg%: b%le(r’x('ol(x (:i:le ' contract for them, or do you manufacture them yourself?
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mee contracts to date have
mislead you badly if I
ther refer you to our

any mediocerity in leadership or any deficiency in discipline, the first
realization of its lack of essential matériel gives o military unit the
tendency to dissolve. Matériel is of vast moment to the morale of
an army.

Mr. gouxsow of West Virginia. And the morale means 50 percent
of the battle?

General Marsnarn, Well, Napoleon said that morale is to matériel
as three is to one, snd somebody remarked the other day that under
many circumstances the correct ratio is more nearly 10 to 1. We
have seen a nation collapse. Those who heve attempted to explain
the debacle bave talked a great deal about lack of matériel, but it is
quite evident now that the failure was primarily in morale.

Mr. Wooprus. Are there any other questions of the General? If
not, we thank you very much, General. We always enjoy baving
you with us.

ral fi’fﬁd"@w referred to in

@ within my province.

iy cuns of different calibers
ufacturing ammunition for
uld destroy some of those
t of commission entirely.
ropriation to manufacture

Frioay, Marcn 14, 1941,

STATEMENTS OF HAROLD D. SMITH, DIRECTOR, BUREAU OF THE
BUDGET; MAJ. GEN. JAMES H. BURNS, EXECUTIVE TO THE
i for thak purposs? UNDER SECRETARY OF WAR; F. J. LAWTON, ADMINISTRATIVE

data: A ASSISTANT TO THE DIRECTOR OF THE BUDGET: LT. COL.
eral, you are trained in the HENRY S. AURAND, GENERAL STAFF CORPS, WAR DEPARTMENT :
ing about South American AND COMMANDER A. P. H. TAWRESEY, ASSISTANT BUDGET

id the German Government.
6 1 ‘appropriation that has been
mptly, what will be the effect on morale,
var standpoint, on England, on South

OFFICER, NAVY DEPARTMENT

Mr. Woobrum. If it is satisfactory, we will proceed. T have
several general questions I would like to ask Mr. Smith. You made a
general statement yestorday, Mr. Smith, and if there is anything

ave a &tem*?l!d""ﬁ}x stimu- you wish to add to that before we proceed with questions that the
felt that their heroic effort committee may wish to ask, we will be glad to hear it. Is there any-
hing we can to help them. thing you wish to add to yoi r gencral statement?
t throughout the Western Mr. Syara. I think not, Mr. Chairman. \
AlIZed LAt wo. mean business in this Mr. Wooprunm. 1 have two or three questions I would like to ask
ﬂéﬁ"g"& very disturbing effect on the and, if it is agreeable to the committee, we will proceed as we did
: yesterday.
rds, General, you want them to realize PROCEDURE IN ADMINISTRATION OF FUNDS
2 )

SR 1 » (Seo p. 42)
Enow thatiwe are going the Is it anticipated, Mr. Smith, that it will be necessary to set up any
new administrative agencies in connection with the funds which we

il it | are asked to provide for, or will they be handled by the regular
EE o the Government machinery now set up? In that connection, when you
answer that, let me su¥ I have this (llll mind, lnlmtluml(-r the }n'ol::exll_ure,
' tha Ryttt ] as 1 understand it to be, the President, under the terms of the lease

@&me Bl;i‘»lﬂl\‘Ar“}}- o and lend bill and under the teyms of the appropriation, will allocate

gmendousty stimula to the Army, Navy, or other Govomnyens :;_gonc_v, a (l'.urtmx{I amo\t:?ﬁ.
Foot will 1 of money for the procurement of certain defense articles.  Now, W
g millithave on the that money be processed down through the agencies purchasing
i thiat : those articles? y
:r.g‘hﬁnm?]%xlg:fg Mr. Ssara. The program will be processed by the regular agencies.
crisis, there is
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BUREAU OF BUDGET TO COORDINATE DATA ON PROGRAM
(See p. 38)

Mr. Woobruar. You will recall that a suggestion was made at the
White House conference the other day that it would be very helpful,
and from my viewpoint it seems necessary, that there be set up
somewhere, preferably in the Bureau of the Budget, some unit that
will know from day to day the intimate details of this program as it
develops, so that when committees of Congress wish to be informed,
either informally or on the record, exactly what has been done, the
expenditures made, and the contracts and commitments made, the
types of material or facilities being contracted for, and so forth, all of
the details will be ready in one compact agency that will know all
about it, and to which they may come and find out the information
they wish to have. Will that plan be followed? Bt

My, Smire. We will try to meet your wishes on that. It will be
necessary for the Bureau of the Budget to assemble this information
i any event. [t must be processed through the Bureau, and we can
make it available to you, if it is desired,

Mr. Wooprua. I think that certainly would be the wish of the
commitiee.

Mr. Jonxsox of West Virginia. If you have this central organiza-
tion created, how large will 1t be? Do you have any idea how large
it will be?

Mr. Saurit. I do not at this time.

M. Jorxsox of West Virginia, Would it be composed of two, three,
four, five, or six people?

Mr. Smits. Are you speaking now with respect to the organization
in the Bureau of the Budget? .

Mr. Jouxsox of West Virginia. Yes.

Mr. Surra. I think that, so far a8 we are concerned, it will take a
very small staff, because we will depend upon the other departments:
and existing accounting facilities and records.

Mr. Jouxsox of West Virginin. If there should be such a com-
mittee set up, do you contemplate taking the Secretary of War and
the Secretary of the Navy, or someone representing those departments?

Mr. Saira. While, as T pointed out, so far as I know, a definite
decision has not been made by the President, there would probably be
a policy committee to advise the President, So far as the records are
concerned, or in making an aceounting for what has been done, that is
an entirely different matter, and it can be handled by the existing
agencies of the Government, with, perhaps, some little merease in the
staffs,

APPLICATION OF EXISTING LAW TO PROCUREMENTS
(See p, 43)

Mr. Wooprusm. In the matter of this program, Mr. Smith, what
procedure will be followed by those different agencies in placing con-
tracts, and so forth? Wil the lease-lend money be subject to all of
the laws applicable to the departments in carrying out their own
procurements and purchases? |
M. Ssrra. It is my understanding that that is true—that the lease-
lend bill does not expand the authority under existing appropriations
except insofar as it may be contained in the act.
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PRODUCTION COSTS AND PRICES
(See pp. 36, 48, 51)
General Burns, With reference to the Army program, practically

all of the items we get, with the exception of a relatively small per-
centage that is manufactured in our arsenals, have to be procured
from industry under contracts entered into with the companies.
That would be true of the British, and, by and large, we would have
to procure that material from industry; although, as vou know, we
have supplemented industry and our own arsenals by new munitions
lants which are being built, like that which is opening up today at
adford. Some might call that a Government arsenal or Govern-
ment plant, but it was built by a private company and is being
operated by the company. g g
7 \11; CaNNON. Wil‘ matériel be purchased dircet or on a cost-plus
ASIS<

General Buryns. They are fixed-fee contracts.

Mr. Caxxon. The contract provides for a specific price per unit,
or for a definite over-all sum?

General Bunns, It has to be on the basis of a foe plus cost.

Mr. Cannon, Per unit? '

General Burns. That is right.

Mr. Wooprum. You are talking about the construction, are younot?

General Burns. I am talking about both.

Mr. Wooprus. 1 think Mr. Cannon was talking about operation.

Mr. Caxxos. Both construction and operation.  With regard to con-
struction and the operation or these plants, which will be operated
by a private company under contract, have you entered into any
such contracts up to this time?

l General Bunns. Yes, sir; we have entered into a good many of
them. ’

Mr. Cannon. How do prices at which you have contracted for this
material compare with prices on the market before the opening of the
war?

General Bur~s. I hate to attempt to give you a comparison of
prices. I think, by and large, the prices we are obtaining are quite
satisfactory. Now, of course, as you know, we have not reached the
operation stage of most of these plants; so, as to what the element
OF cost would be per unit of product we do not know. The best we
have so far is an estimate of cost. -

Mr. Canvox. I misunderstood you, then. 1 thought you said you
had already entered into definite contracts, and that the contracts
specified the ¢cost per unit. 1l

General Burys. No: @said that it is a cost-plus-fee contract, so you
have got to pay whatever the cost turns out to be plus a fixed fee for
operation. It is not a fixed-price contract insofar as the cost of the
product is concerned. ¥y

Mr., Cannon. Itis not a cost per ton; it is not a cost per day?

General Burns, No, sir. | ,

Mr. Canxon. Itis anover-all cost plus a fixed fee for management?

General Burns, Plus a fixed fee for management, that is correct.
We do not know what the cost is going o be at this time, though we
know what the estimates are going to be.
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Mr. Sarra. I am no expert on prices, but I know that in general
€0 far as materials go at least, we have had no such disturbance with
respect to prices as we had during the last war. Aluminum, for
example, is probably the lowest in the history of the metal, in the face
of the largest demand this country has ever had for aluminum. Is not
that correct?

General Burns. That is right.

Mr. Surra. Would you say that that, in general, is true of most
of the other items?

General Burns. That is true,

Mr. Syata. They are fairly stable or down. There may be some
sr.ecial.ltcms that are up, but the general answer to that question, I
think, is that the costs are nowhere near what they were, during the
last war, simply because there has not been any comparable dis-
turbance in prices generally.

Mr. Caxyox. That is & very satisfactory situation.

General Borys. 1 would like to sum it up to you. Congressman, in
order to get the statement clear.

Where we can compare our present prices with World War prices
on the basis of fixed-price contracts, I think that our prices now are
very favorable. In fact, I think they are considerably below World
War prices. But, of course, where we are dealing with cost-plus-fee

rices, we cannot tell you what the element of cost is going to be,

ceatise we have not reached the production stage yet. But I think
we have every right to believe that those costs are going to be con-
siderably below the World War costs. EU

Mr. Caxyon. You expect to be able to adhere, then, in your cost-
plus production to the price standards at which you have contracted
with private companies up to the present time?

General Burxs. On the basis of fixed-price contracts.

," COMPARISON OF PRICES IN ENGLAND AND THE UNITED STATES

Mr. Caxxox. You are in close contact with the English situation,
and vou have exchanged with their purchasing agencies all information
which might be considered to be of mutual value. What information
have they given you as to the cost of production in England of the
commodities inventoried in these categories, up to the present time?

General Burys. I have not received any information. Have you
received any information, Colonel, as to what they are paying?

Colonel Auvraxp. We have found that the prices for corresponding
items are lower there than they are here. :

Mr. Canvox. How do you account for the fact that the prices are
lower there, when they have been in the war now for several years and
working under war conditions, which would naturally be expected to
inflate prices, as compared with prices extant in the United States
under peacetime conditions. . ]

Colonel Avraxp. I cannot account for that, sir. It must be in
their domestic situation on both price and labor eontrol.

Mr. Canxox. When you analyze prices, what comparable element,
in the production of standard commodities is lower in England than
in the Bnited States? : y .

Colonel Avranp. We have not received such a price analysis as yet.

J00706—41——3
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v, M, Smﬂsh, copies of con-
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Mr. Canxon. Where are these contracts on file; in the War De-
partment? ,

M_x;nSmTH. There are no contraets, so far as I know, prepared
specially—— S _ s &

Mr. Canxox (interposing). You tell us you have entered into
contracts for the erection of facilities and for their operation after
they are completed. Where are those contracts? ’

Mpr. Syira. T misunderstood you.

Mr. Woobrua. They are not under this bill?

Mr. Smrra. No; nothing under this bill,

Mr. Canyon. But you will follow the same procedure in the ex-
{)enctl;glxro of the funds provided by this bill. Where are those con-

racts?

Mr. Syirn. Existing contracts are filed in the War Department,
and in the Navy Department. i
M. Caxnox. Could you supply sample copies of them for inspec-
tion by this committee?

General Burys, Yes, sir.  We have them available.

Mr. Caxxon. When woutd they be available for the use of the
committee?

General Burns. We could give them to you within an hour or
two. All we would have to do would be to send down to the Depart-
ment,

Mr. Caxxon. We would be glad if you could let us have them this
afternoon.

General Burxs. Yes, sir.

Mr. Canxon. Ina general way, what is provided in these contracts?
Can you briefly summarize the major provisions of these contraets.

General Burns. Take a large TNT contract; we have to build the
plant and then we have to operate it, and in order to do that, generally
speaking, we have three contracts, one for architectural and engineer-
ing work, one for construction work, and one for operation.

Mr. Canvon. Is that the plan followed in the construction of
cantonments up to this time? '

General Burns. Substantially, exeept, of course, you do not have
the operating contract in the case of a cantonment. I am not so
familiar with that, because that pertains to a part of the Army to
which T am not attached; but my understanding is that they haye an
architectural contract and they have a construction contract. Maybe
the Quartermaster General could supply that information. '

My, Caxyon. Is it possible that contracts are too flexible or too
indefinite, General Burns,  We are told that in the erection of these
cantonments your estimates were in some instances below actual costs
of construction.

General Burxs. I would not attempt to speak on that, because
I do not know about that.

Myr. Canvon. In making future contraets, under this bill, would it
be possible to so revise those contracts as to seeure construction and
operation at a definite fignre? Could they be 'so drawn that there
would be no occasion for surprise and espeeially no occasion for this
unexpected increase when the time came to pay? v ¢

General Burns. Yes, sir. As [ say, I do not know about ‘51}9;
cantonments, because I have not been involved in them; but when
it comes to t;ixese production-construction contracts, as we call them,
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sy accurate, so that .‘in the way of an organization that is necessary beyond the use of the

established agencies.  T'would think that in the War Department there
would probuglv be assembled some group of officers, perhaps attached
to the staff, who would give attention to this.

General Borns. That is correct.

Mr. Ssata. And a similar situation in the Navy; the War and N avy
Departments being chiefly concerned with the largest sums in this
bill; and my impression would be, for whatever it is worth, that cer-
tainly no great amount of special machinery is necessary.

Mr. Canxon. In your own bureau, what special routing provision,
if any, will be provided to take care of this extra work? 4

Mr. Syrra. We will set up the procedures for the departments in
routing their requests for allocation to us. As far as I can see at the
moment, although we hayve not actually had an opportunity to appraise
1t, no great amount of additional staff' is necessary.

Mr. CanyoN, Of course, every precaution is being taken to see
that every step is carefully considered and that every operation is
serutinized? As you know, there will be a day, after the close of the
war, when all transactions will be subject to review. If there is a
change in party control of the Government—and I do not say that in
any mvidious way, because that is the natural thing—committees
of investigation will be appointed. The last time there was a change
of administration, we appointed a committee of investigation that
spent $1,000,000 investigating the war. They never did find any-
thing, but that is the routine, and we would like to know if you are
taking every precaution to meet that reckoning when it comes, and
whether your records will be in form to supply any information such
a committee may require?

Mr. Saith. Yes, sir; we shall certainly make every effort to;sce
that this program is properly administered. No one, of course, ¢an
make complete guarantees.

AGRICULTURAL PRODUCTS
(See pp. 13,20, 32, 51)

Mr. Caxxox. Recurring to the category for agricultural products,
General Burns, do you consider the ration, as a munition of war?
Which is the more indispensable; food for the soldier or the gun which
he carries? 3

General Burns. Do you want to know my personal opinion?

Mr. Caxnon. Yes. ¢ ,

General Burns. I think it is absolutely as essential. I think am-
munition for the man is just as important as ammunition for the gun;

that is to say, food for the man is as important as ammunition for the

- Mr. ScrugHAM. It is more important?

General Burns. Yes. 5y 4 . _
Mr. Canyon. How will that be handled? Will procurement under

this item follow the usual Army and Navy channels?

‘General Burns. I think Mr. Smith is better able to answer that

‘question than I am, because that has to do with ngrigu!tural'_product“s‘
~ Mr. Syra. As T pointed out before, it would certainly have to be
processed by the Department of Agriculture. Now, as to the particu-

ar product that may be required at the moment, under the act, the
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(The information requested follows:)

Bureaw of Labor Statistics wholesalo commaodity price indices (1926 100)

[Annual, 1913 t0 1040, both Ihelusive; monthly, January 1840 to Fobrdary 1141, and week ending Masr. 8,
1911, both inclusive)
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NEW PLANT FACILITIES
(See pp. 14, 58)

Mr. Loprow. Will this material be produced in plants that are
existing now and producing war materials at this time or does it mean
the erection of a vast number of new faeilities?

General Burns, Some will be produced in existing plants, some
will be produced in plants under construction, and # part also will be
produced in the additional wave of plants that are going to be créated.

Myr. Luprow. Will that additional wave be n large number?

General Burns. It will be an appreciable number.

DISPOSITION OF DEFENSE ARTICLES

Mr. Luprow. I gather from my correspondence that one of the
rincipal fears the people have about this lend-lease program is that

it might impinge upon the requirements for our own national defense.
What system have you set up or will set up to check that matter to
see that it does not; that is, to see that the supplying of this material
to the British to the vast degree indicated does not endanger our own
defense? What will be the modus operandi to accomplish that?

General Burxs, Of course, vou wrote into the lnw that the President
had to consult the Chief of Staff before the items pertaining to the
Army can be released to a foreign government. i g

Mr. Lupnow. I was just wondering if the mechanics of the thing
have been worked out.

General Burns. The mechanies were started to the extent that no
release of stocks or materials, or production, is being given out without
the President consulting the Chief of Staff.
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ersonuel, for instance, in the Treasury in this way; that is, it would
e taken out of the $7,000,000,000 fund, or any additional fund to
handle that requirement created by this demand?

Mr. Syira. It will be taken out of the sdministrative expenses;
ves; that is item (d) under the bill.

Mr, Sxyper. Most of this production for these varions implements
and materials are in the eategory that there will be just another pro-
duction for the plants that ave alveady in existence? For instance,
ﬂgu have a plant down here manufacturing certain types of shell; we

ve plants for those, and the same condition, the same contractual
condition, will exist in putting out this order for the democracies, as
exists at present?

General Burxs. I think that is correct,

AGRICULTURAL PRODUCTS
(See pp. 13,20, 32, 35, 51)

Mr. Snyper. My third question is with reference to the agricultural
phase, Mr. Smith, in which you stated that the Department of Agri-
culture would have to come in on this. Have you called in the Secre-
tary of Agriculture or anybody under him in your consultations up to
the present time with reference to the commodities that are being
taken up under this program?

Mr. Smira. The Secretary of Agrieulture and four or five members
of his stafl sat in with us mn the discussion of this item as well as a
representative of the Defense Commission concerned with food.

Mr. Sxyper. They can fulfill the conditions that might be asked
of them in supplying these agricultural commodities? '

Mr. Smrra. So far as they know them now,

Mr. O’'NeAr. Mr. Smith, if any part of this should be off the record
you are at liberty to delete it.

TITLE TO DEFENSE ARTICLES
(See p. 21)

This bill is not simply a lend-lease bill in that you have authority
to do other things than lend and lease; that is, to make outright pur-
chases and outright sales, In other words lend-lease is not fully
descriptive of the powers conferred in the bill. Ts that correct?

Mr. Smira. That is right.

Mr. O'Near. 1 would like to ask this question: As T understand,
the title to anything which the Government is transferring to some
foreign power does not pass until actusl delivery is made. Am 1
correct? [ ) _

Mr. Smrrn. That is my understanding.  In some cases it may neyer
vest, depending upon the agreement that is made. -

Mr. O'NeArL. Now, if the war were to end very soon and delivery
had not been taken the Government would be under no obligation to
furnish the materials or to make them up for some foreign govern-
ment; the Government would not be under obligation to go ahead,
nor would the other government be required to pay; is that correct?

Mr. Sairn. 1 am not quite clear with respect to the last part of

your question. ) p
Mr. O’'Npar. For instance, you are under contract to deliver a

certai t of material to some foreign country, and if the war
slm::llt‘ll eﬁovl:g would not continue to be under obligation to do that?
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tion of a great many of those projects. I presume the same thing
would happen again, and we would have to work out a scheme for
li%ciclatmg our war effort. A :

r. Jonxnson of West Virginia. That is what I want: Is there any
cancelation clause in these contracts that would enable the Govern-
ment to release itself from that obligation?

: General Burns. I do not recall whether we put in a cancelation
clause.

Nore.—When copies of contracts were produced it was found that they do

‘contain cancelation clauses.

My, Jonnson of West Virginia. So that, if the war should end within

a year, we would have little or not need of these plants and their

equipment?

General Burns. Noj; I do not think we would need them; because,
with the plants we have already started or will start with the money
you have given us or will give us, I think we will have ample support
for our military effort. This program is over and above that, and I

have no doubt if the war stopped, with the situation reasonably favor-

able to us, we could liquidate a good deal of this.
SUPPLY OF ELECTRIC POWER

Mr. Scruenam. Mr, Smith, a few months ago I read a statement
emanating, 1 think, from the Federal Power Commission, that if the
requirements for war munitions and such implements as are given in
this lend-lease bill were continued we would face a serious power
shortage in 2 or 3 years. Now, {)a.rtlv to reetify that situation, plans
and specifications were presented to the Budgef for authorizing funds
for one or more power plants. I have particularly in mind the Bull's
Head site on the lower Colorado River. Are you taking such factors

of power shortage into consideration? :

Ir. Syrrn. Yes; we are. ‘

Mr. ScrucHAM, Has there been any action taken to prevent the
power shortages? '

Mr. Sarrra. There has been action on several such plants. In fact,
we have, with respect to every such issue that has arisen, consulted
the Federal Power Commission and had their staff people in with us.

Mr. Scrueram. I am interested in the Bull’s Head project. You
do not recall any Budget, action on that request for construetion funds?

Mz, Sara. No, sir. ,

Mr. WoopruMm. Any questions, Mr. Taber? -

Mr, Taper. 1 am not going to ask any questions at this point. I
have some questions with reference to the status of the British finan-
cial situation and what they would have available to pay, and T am
going to ask just this one question: Py o = 1

T understand, Mr. Smith, you are prepared to answer those ques-
tions?

Mr, Ssrra. Not at the moment, sir.

Mr. TaBer. You are not? Y i » ALAR TR

Mr, Syrra. No, but I can get the information for you and for the
record, The Treasury will furnish it. , P ¥ ey

" Mr. Tager. When you come back here this afternoon, T would like
to have you prepared for it, if you can do so. That information ought
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Mr. Sarra. That is right.  Otherwise, we would not be able to
keeg track of the additional amount of administrative expense due to
the lend-lease bill. '

Mr. Dirrer. And the same thing would be trua with reference to
the Navy; for instance, if the Navy built a destroyer and had that
destroyer transferred to Great Britain, the cost of that would be in
“Construction and repair, engineering,” and so on, and then whatever
f'ou sold it for would be a eredit established on the other side of the
cﬂFer for it? Is that your general thought as to the way this thing
will be earried out?

Mr. Syrra. That is right.

APPLICATION OF EXISTING LAW TO PROCUREMENTS

(See p. 27)

Mr. Ditrer. Mr. Lawton, I confess—and this is not argumentative
in any way, but in answer to one question, I think propounded by the
chairman, as to the powers under this bill vested in lﬁo hands of the
President, I believe you made the observation and used as an analogy
the Walsh-Healey Act and said, for instance, that you felt there was
no power in this bill, the lend-lease bill, for the President to sct aside
the terms of the Walsh-Healey Act.  Was I correct in so understand-
ing your statement?

Mr. Lawrox. I said that in its report the Committee on Foreign
Relations, in interpreting this phrase—“Notwithstanding the pro-
visions of any other law"~——made that statement.

Mr. Dirrer. Now for the present, we shall not set-up the Com-
mittee on Foreign Affairs as the interpretive body of what the law
means, shall we?

Mr. Lawrox. Well, they are the committee that brought out the
bill, and T assume are the best qualified to speak.

Mr. Drrrer. Well, cannot we ask you, as a skilled expert, what
i‘our opinion is with reference to the powers here, rather than the

oreign Affairs Committee?

Mr. Lawroxn. No; I am sure the interpretation of this law, in the
executive branch, would have to be by the Attorney General.

Mr. Dirrer, If 1 may pursue that further, you used the word
word “conflict”, “those things which would not be in conflict.”
There are some who feel that the Walsh-Healey Act is in conflict
with the spirit and intent of the lend-lease bill. Now, would that
change your opinion in any way?

Mr. Lawron. I am afraid the Attorney General would have to
decide that question; I could not.

DISPOSITION OF MATERIAL AFTER DEFENSE EFFORT HAB CEASED

(See p. 14)

Mr. Jorxsox of West Virginia. Just one question there: Pursuing
Mr. Ditter's inquiry on the 100 tanks, suppose we built the 100 tanks
under the lend-lease bill and then delivered them to England and they
wonld get them over there and the war would sto}p, and perhaps those
tanks would be intact—what would become of those tanks?

Mr. Ssarr. Well, I should say it would depend on the terms of

the agreement.
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insofar as the Government setup goes—will they be under the ecivi
gervice, just like the rest? . % A8 g, okl
- M. Sami. I assume that all existing laws with respect, to personnel
will be applied. e

 Mr. Taser. The civil-service requirements will not be waived for
that purpose—for the purpose of handling this bill?

Mpr, Smrra, All the present provisions would apply.

Mr. Dirrer. And there will be no new bureau established, no new
alphabetical agency? Is that right, Mr. Smith?
~ Mr. Saarn. I do not know of plans for any.

Mr. Dirrer. There will be no B, A. B., for instance?

Mr. Ssmirs. T do not know of any.

Mr. Luprow. What about the ability of the Civil Serviee Com-
qnss;on to supply all of the personnel needed in this very vast expan-
sion?

Mr. !lim'frgl. They seem to be doing it now, and are doing a very
good job of it. ‘

Mr. Luprow. Up to date?

Mr. Sanri. Yes.

Fripay, Marcn 14, 1941,

STATEMENT OF WILLIAM S. KNUDSEN, CHAIRMAN, OFFICE OF
PRODUCTION MANAGEMENT

CONTRACTS HERETOFORE PLACED FOR PLANTS AND MATERIEL

- Mr., Wooprua. Mr. Knudsen, the committee has before it esti-
mates in the amount of $7,000,000,000 for the implementing of the
lease-lend bill. A very important part of that, of course, is repre-
sented by funds for expediting production and providing for extra
production. The committee would be yvery glad to have any state-
ment you wish to make on the subject, following which we shall ask
you questions.

Mr. Kxupsex. Mr. Chairman, would you care to know where we
are today, what we have done up to date?

Mr. Wooprun. The committee would like very much to know that.

Mr. Knupses. 1 might start by saying that since we came down
here in June, the total contracts placed for matériel, not for facilities,
up to date, amount to almost $12,600,000,000. A

In order to handle this amount of work, we have spent for Goyemn-
ment plants, or contracted for, $1,574,000,000. That has been spent
m 302 establishments. \ )

‘On top of that, the British have financed 61 plants, in the amount
of $171,000,000. . .

We have certified privately financed plants in the number of 421
at a cost of $393.000,000. So that the total amount that we have as
of today of plant expenditure, is $2,138,000,000. These are orgl:v
prime contracts, to the largest extent. There are a number of priv-
ately financed subcontracts which we have no record of. ‘_Wg are only
i G&I{n , of course, with Government contractors, That is where we

are today.
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Mgr. CaxnoN. You have made arrangements for every manufactir-
igg-fncnhty you need or desire, or that could be profitah y used for the
glurp&e;c, you have no need for additional facilities outside of thesé
an
© Mr. Knupsen. For the present Army program, yes.
M. Cannon. Does that include the entire program to be under-
taken under the 7 billion dollar proposed expenditure? '
%g %NUDBEN. [No. .?ir.
Mr. CaxxoN. In what respect does i  ine 7
P R [ t not melude all of the 7
Mr. KxupseN. I have said that the total amount of contracts that
we had placed was $12,600.000,000. That is the money that Con-
gress granted us before the lend-lease bill came up. i

FACILITIES PROGHAM UNDER FUNDS FOR DEFENSE AID TO OTHER
COUNTRIES

(Seo p. 53)

Mr. Caxnon. What expansion will be made possible by the appro-
priation of this monev? -

Mr. Kxupsen. We have not definite quantities vet. As I know it
there is something around $700,000,000 planned for additional plant',
capacity under the program of the lmull-lcuse bill. In addition to
that, we have about $700,000,000 that is now before the House.

_ My, Caxxon. Your report, then, to the committee, up to this time
;S'-a_*reﬁort; on program expenditures and facilities hemto}om provided,
and which would be continued if none of these funds were expended?

Mr. Kxupsen. That is correet.

Mr. Cannon. Now, we are interested in how you propose to ex-
pend the $7,000.,000,000.

Mr. Knupsen, Yes, sir.

Mr. Canxvox. What expansion of program will be undertaken and
what additional factory facilities will be had as a result of the appro-
priation of this $700,000,000?

Mr. KNupseN, A board has been set up by the Army to give us a
schedule and suggestions for the plants required to handle the $7,000,-

000,000 program. We have some preliminary figures that indicate
that we will need o certain number of plants, and as soon as the board

furnishes us with the schedule, it will be up to us to check, and we
will then go ahead and provide for the facilities.

Mr. Caxxon. You have not yet received the schedule and you are
Not in position to say what will be done with this additional fund when
it is appropriated?

Mr. Knupsen. We have a preliminary schedule.  We had the pre-

.

liminary schedule for the second Army proposal. We have a sort

of forecast, Wo generally try to find out in advance as far as possible.

We have a forocast covering the $7,000,000,000. But it is not in

final form. It mentions the different items that are required to be

provided. :

Mr. Woopnus, That $700,000,000 is in the bill we are now con-
Ting?

~ Mr. Knupsen. This $700,000,000 deals with the lend-lease bill.

This deals with the facilities required to meet the lend-lease bill.
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. ' ’ "~ Mr. Knubsen. There are three forms of contracts,

t.Mrf.ﬁI(%xNNON. “’;l‘};).t fsilr’e those three forms?

Mr. KNUDSEN. e first one is a straicht competiti i

“Mr. CANNON. You go out and nmlourigce that ggﬁt::‘: iglgixe market
for certain material. " e

::\.ﬁ;;:gx-uDSEN.A’l‘l}atl is right.

Mpr. CanNoN. And the man who will . o
Bt o contaty agree to make it for the least

' %Ifr .gNUDSEN.HYeS, 1sir.

_Mr. Canvonx, How long have you be 5
o g y en making contracts of that

Mr. Kxvpsen. We are doing it every day. ;

. Mr. Cannon. What trend do you notice in the bids you are receiv-
mﬁr Is the material you buy costing you more or less?

‘Mr. KnupseN. You mean over a period of time?

Mr CANNON. Yes; from the time you made your first contract.
When did you make your first contract?

. Mr. Knupsen. The Army and Navy, of course, made contracts
in June. I do not make any contracts.

My, Caxnon. That is June 1940?

Mr. Knupsen. Yes.

- Mr. Cannon. And your last contract, doubtless, was made today?

- Mr. Knupsen. Perhaps.

Mpr. Canyon. What trend have you noticed in the terms you are
rebewinlg from private industry? :

Mr. KnupseN. That depends entirely on the item. On some items
the cost has gone up. On some, it has remained fairly stationary.
Take, for instance, food. I do not think there has been any increase
ab all on food. On textiles, there has been some slight increase. But
i machine work I do not know of any instance that I can point out to
you where the increase has been of any moment, so far,

Mr. Canyon. You are able to get products of machine work at as
low & price now as you were able to get them when you made your
first contracts in June?

- @N{lr Kxupsen. I would imagine so, depending somewhat on the
ocality.

- "Mr,yC:\NN,ON. We would be interested in knowing what was paid
for machine goods in June and what is the price of the same material
now,

- Mr. Knupsen, Do you mean machine tools?

Mr. Canyon. Either tools or other machine goods.

Mr. Knupse~. T am sorry, sir, but I cannot answer that accurately.
8 can only give you my opinion of the trend. I think there has been
1 slight rise in the cost of doing machine work, but if it is done with

My, CANNoN. Are you manufacturing machine guns? {
. Mr. Knupsex. Only in one plant. The other four plants will be

*h?vpmger tooling, it does not amount to very much.
M;

‘in operation some time beginning in May and through June.

r. Caxnon, Have you made contracts with the other four that
20 into operation? .

dr. KNupseN. Yes: but we made the contract on an experimental
s, The first 5,000 guns would be made at an estimated cost and
foe. Then after the 5,000 guns were made, a price would be set.
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I ‘I l Mr. Caxxon. Under the cancelation cla

( use: there j
which you will be able to negotiate o reasonable s:{ﬁe‘:x:m‘ (i);nt‘luh e
“should end before contracts are exeovted? 2
'..,.'}fM!'* Kxuvosen. To the best of my knowled
‘contracts bave a cancelation elause in them. Mr. Smith has handed
me the termination clause put in by the Government, which, of course
means that it works both ways. If the contractor fails to carry out
;;{@b,e,_;,‘?.‘.)l,“"r,“_ct' with the Government, the Government may tako the
pia.nl, over and turn the work over to someone else anc l'.hd Con-
tractor would be liable for the excess cost that might be incurred b
reason of having the articles manufactured elsewhere, I am sure (Jm)t:
if the Government should end any contract with the termination of
the war, the contract provisions deal with that separately.
Mr. Canyon. What does this contract form provide?

. Mr. Exupsen. In other words, if the contract s mecomplete, and
;tlle Government chooses to cancel it at certain points, then there is a
settlement as to the disposition of the materials and other things that
might be on hand. I had the negotiation of & couple of them in the
last war. T came down to Washington, and they paid for the facilities
what they were worth, and the Government ‘zave a cheek for the
balance. I do not know what vou refer to. unless someone, for in-
stance, made a 10-percent profit on an order, and claimed a 100-
percent profit.

VIr. Canxoxn. You are making provision for such contingencies?
Mr. Kxupsen. Yes, sir,

ge the Government

AGRICULTURAL PRODUCTS
(See pp. 13, 20, 82, 85, 39)

 Mr. Caxnon. How do you propose to acquire and transport food
‘which, under this bill, will be sent to EnglamJ"
Mr. Woobrum. You do not have anything to do with that, do you,
Mr. Kxupsen?
Mr. Kxupsex, No, sir; my business is that of production.
r. Caxxon. You mentioned food, did you not?
. Wooprua. Mr. Knudsen does not handle the agricultural
end of it.

Mr. Cannox. Mr. Knudsen, have you heard any comment as to
How agricultural products would be nequired and transported overseas?
)0 you have any information on that at all?

_ Mr. Kxupsen. Food is generally handled on the bid busis by the
Quartermaster’s Department, The Quartermaster’s Department

3’-9&’.8-1" under bids, and that is not within my provinee.

PRODUCTION COSTS AND PRICES
(See pp. 29, 36, 48)

Mr. Caxyon. When these materials, guns, ammunition, tanks, air-
are delivered to England, what credit do we get from: the

anes, :
g:;;lsh Government? Are they inventoried at the cost of produc-
- Mr. Kxupses. 1 have not the faintest idea.
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FACILITIES PROGRAM
(See p. 47)

Mr. Wooprum. Mr. Knudsen, you have given a statement of what:
‘we have done up to date in the way of providing facilities.

‘Mr. Knupsen. Yes, sir.
‘Mr, Wooprum. There are additional facilities that, in your pre-

liminary estimates, you think may be necessary in order to take care
of the articles that you may be required to furnish to Great Britain
“or the other countries coming within the purview of the lend-lease:
bill, on the basis provided in the bill?

- Mr. Knupsen. Yes, sir.

- Mr. Wooprum. Of course, no contracts have been let for those:
’fa%ﬁﬁbs: and there has been nothing more than preliminary studies.
made.

~ Mr. Knupsen. That is right.

‘Mr. Wooprum. Will you be able to get those needed facilities
‘constructed within a reasonable time and to get prompt deliveries?
- Mr. Knupsen. I think so. In faet, I know we can. '

‘Mr. Taser. Mr. Knudsen, referring to the items in the bill, do you
‘have information as to the quantity that can be procured through
existing facilities?

- Mr. Knupsen. Yes.

My, Taser. What about the facilities that the British are eurrently
using? They are going to be available in some volume, will they not?

‘Mr. KNUDSEN. %’es, SIT. _

_ Mr. Taner. They are getting quite a lot of airplane engines and
that sort of thing. The total figure is $171,000,000. They are
‘oceupying a lot of other facilities, and are drawing on private outfits
besides that. ’

~ Mr. Kxupsex. Of course, it turns mostly on airplane engines, and,.
generally, the airplane plants are not complete projects, but are merely
‘additions to some other projects. It is not a contribution that you
could say would have a separate value in the production program.

‘Mr. Taner. You mean that in order to put the program into effect
at all, and to get the stuff out within the time, you must have all
these additional facilities?

Mr, Knupsen. That is correct, ) . |
~ Mr, Wooprum. If you get these facilities, you will be able to fill
the needs?

Mr. Knupsen. Yes, sir. A :

‘Mr. Taper. What about the details of these British items and
their requirements? Are you posted on that, or would you prefer
to have someone else tell us about that?

Mr. Kxupses. There is a gentleman here from the War Depart-
ment who will explain that.
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ADVANCES TO CONTRACTORS

~ Mzr. Taser. To what extent do you know about what a('lv-nnc_z'
;B.a,%ﬁéhtﬁ will have to be made in connection with the procqéeln(i)l;
of these different items, or as to whether, ornot, a very consicerabio

o T 7 ’;\ o 4 ' - ” ) Nk
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L ]iﬁmthen Brehon B. Somervell, Quartermaster Corps (or an alternatedesignated
"fm Czol Theron D. Weaver, Corps of Engineers, 0. A, S. W,

5 %\;{r Sxyper, Mr. Knudson, you have a Site Board now, have vou
'!10,- : )
~ Mr. Kyupsey. The Army and Navy have a Site Board.
My, Sxyper. Do these sites come to you or are they settled before
they come to you?
Mr. Knupsen. They come to me to be approved finally.
Mr. Woobrum. Mr. Knudson, is it very important to gt this
“matter settled at the earliest possible moment?
Mr. Kxupsen. Yes, sir.
‘Mzr. Woopruam. Days count, do they not?
Mr. Knupsen. Yes, sir.
My, Wooprus. Thank you very much for coming up, Mr.

Knudsen.

ORDNANCE AND ORDNANCE STORES

Now, Mr. Smith, will you take this first category of ordnance and
ordnance stores, $1,343,000,000? Can you give us, either on or off
‘the record, any kind of a break-down as between the different items in
that category?

(Off the record discussion.)

Mz, Tarer. Does each of these items represent a request of the
United States Government by the British?

Colonel Avraxp. Yes, sir,

Mr. Taser. Within what time would you expect deliveries to com-
mence on most of these items?

Colonel Auraxp. My answer is that we can begin deliveries under
the $1,300,000,000 limitation just as soon as the administration sees
fit, as a matter of national poficy, to commence. those deliveries.

Mr. Taser. And that would apply to almost every item that is
contained in this Army set-up?

Colonel Auranp. Yes, sir. e

Mr. Taser. You would not want to answer for the record within
what time you thought you could complete the major part of these
expenditures?

(Off the record discussion.) ) , ! _
~ Mpr. Taser. How much of these items will require considerable
‘advance payments so as to permit the manufacturer to procure his
material and that sort of thing to go on with the job?

~ Colonel Auvraxp. I think they will have to be completely financed
for the fiscal year 1942. S

Mz, Taner., That is, there will not be nny‘substant.lal items that
would hang over beyond that, as far as financing them goes?

Colonel Auraxp. That is correct, sir.

———

Fripay, March 14, 1941.
- Mr. Woonrua. We will take up the item of Ordnance and Ord-
nance Stores as it applies to the Nayy, and we will ask you, Com-
Mmander, to give us a break-down of these items.
(Off the record discussion.)
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= (Off the record discussion.)

Drrrer. Are there any facilities in connection with that item?
ymmander TAwrEsEY. Yes, sir.

- Mr. Drrrexr. How many idle ways do we have at the present time?
~ Commander Tawresey. I cannot answer that.
- M ;Emm. Is the work to be done at Government or private
yards? .
- Commander TAWRESEY. So far as I know, at private yards.

- Mr. Dirrer. Is there an item for expansion? j

- Commander TAWRESEY. Yes: |

T, Lme;now. Is all of this equipment standard equipment for our
own Navy?

__ Commander Tawresey. The same type that we use in our own

: !ﬁy, yes. "
~ Mr. Taser. Now the part of this item of $629,000,000 for vessels,
ships, boats, and other water craft is in this bill belongs to the Navy.
Within what time can you begin to get deliveries on those?

- Commander Tawresey. You mean, Mr. Taber, we can begin to
get deliveries of those we propose to acquire here, or begin to get
ehver;i‘ for somebody else?

Mz, 'Taseg. Can you begin to make deliveries on this proposition?

Commander Tawresey. We can begin immediately,

My, Taser. And within what time will you need the last dollars
that come to the Navy under it?

Commander Tawresey. We need it all in the fiscal year 1942.

Mr. Taser. By the end of 1942?

Commander Tawresey. Yes, sir.

-~ Mr. TaBer. Now, have the British requested each of those items
that are involved here?

Commander Tawresey. Yes, sir.
 Mr. Taser. Does that same thing apply to the aireraft figure; have
the British requested each of those items?

Commander Tawresey. Yes, sir. ‘

Mr. TApER. And, Colonel Aurand, as to the tanks and the aircraft
that are coming through the Army; have the British requested each
of those items?

Colonel Avraxp. Yes, sir. 3

Mr. Woobruy, Have you an Army item on this, Colonel?

Mr. Smiti. No; but there is a Maritime Commission item.

Mr. Wooprum. Who can tell us about that?

Mr. Smirn, T will.

 (The discussion which followed was off the record.)

_ Mr. Taper. As to the part of the $629,000,000 that will go to the
Maritime Commission: Bach of these items that are involved has
beel,l'\ltequestecl by the British?

Mr. Smira. Yes. e 1
m_llS")I:,T,ABER.. Within what time do you expect that money to begin
to be required? s D
M, 'S(ifzi!m. It is expected that this money will be needed in 1942,

e

S MISCELLANEOUS MILITARY EQUIPMENT

~ Mr. Woobruwm. Now, what about the item for miscellaneous

military equipment, supplies, materials, $260,000,0007

:l
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~ Mu. Syarr. This will be processed by the Secretary of Agriculture
and I assume he would insist on that.

ﬂggl{}ncttzvgt:u ’\s\’lt:at fz:)rrn_ngc-mems have boofn made lfor purchase in
the Unite s by foreign governments of agricu
o foodstuffs? g g tural prodicts
- Mr. Saarn, I know of none,

- Mr. Caxnon. During the World War, consolidated purchasing
‘agoencies representing all of the Allies took over the purchasing of
agricultural products in the United States, to eliminate competitive
bidding. One agency bought for all and as a result, with enly one buy-
ing agency, in the market they procured supplies at the lowest prices.
QI§ any such agency functioning in the United States at the present
time, or has any such agency been suggested?

Mr. Saara. There is no agency so far as I know. Of course the
situation today is much different from what it was during the World
‘War., We have surpluses in the most of these items.  Also, as I
aunderstand it, in the last war we had a Food Administrator.

- Mpr, Caxzown, Of course, we are also in a different situation:
because, in that case, foreign governments were buving and financin
urchases ovt of their own funds, whereas in this case the l'nitc§
tates Government is both financing and purchasing out of United
States funds.

Mr. Smiri. Right.  And, therefore, I take it the policies pertaining
to food procurement will be sound policies that did not disturb our
price situation or production situation unduly as it concerns agri-
culture or consumers.

Mr. Caxyon. Procurement will be under the control of the Depart-
ment of Agriculture?

My, Ssrri. I should say the Department of Agriculture would
have o big hand in this—in the processing of all of these items,

Mr. Caxxon. At the present time, there are vast quantities of
cotton, millions of bushc‘s of wheat, large quantities of corn, and a
Thuge surplus of practically all agricultural produets under the control
of the United States, either through purchase or loans. Is it your
impression that any requirements of agricultural produets under this
bill will be taken from those supplies now in Government warchouses,
under Government title, or will they be bought in the open market?

Mr. Saarn. That is up to the Secretary of Agriculture, but it would
be my impression that a number of these items would be procured
through Commodity Credit. + ;

Mr. Tasee. Within what time can you begin spending money out
of this appropriation?

Mr. Smira. Immediately. . : .

‘ ‘ ,g}r. Taper. Within what time will you require the last item of it?
[ tand it, there is cheese, dried cggs, Mr. Swrri. Within 1942. m
d\of, ar !’xs aort.sandmnun,lc(:'ous oﬁ{f:r argges'l‘;nm Mr. Smith, have the British asked for all of these
~ Mr. Sara. They have; sir.

ey to be spent for agricultural LR _
nited Statos? = ' Mr. Taser, Is it the feeling of the War and N.n‘vy Departments,
W"smmg and the President, that we Gllglﬂd furnish these things to the British

sure. N B
. e . at this time? :
il lﬂtall %ie th‘g f?l?dlfefg(;)’g‘ t";ﬁ Mr. Syitn. Yes; they arc asking for them.

Colonel iere arve four pages here of
AN eoN itary equipment.
the record.) :
all of that equipment and furnish
ant it?

be had by when?
ds ;ﬁlkbixrequired-in- the fiscal year 1942.
 deliveries ean be made within that time?

ut the next item “Facilit;iqs and
production of defense articles,”

a good deal of information on that, but
own in the broad categories, as a matter

as off the record.) _
will you require all of this money?

o n,sk.you,a general question to apply to
How much of this money is going to be
tion of houses, if any?

money is for houses or housing facilities?
ts.  You meant for dwellings?
s or housing facilities for people.

'gq‘xpmun"“ I'URAL, INDUSTRIAL, AND OTHER COMMODITIES

ey take up the next item for “Agricultural,
ties and articles,” $1,350,000,000.

n groups sove .dﬁr)».gs»

uets are being considered
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RETENTION OR USE OF DEFENSE ARTICLES BY UNITED STATES
(See p. 60)

- Mr. Woopruat. Explain this proviso:

That any defense articles procured under the foregoi iati
g m . b!; the President u') any department or :eggn::!;'s oafp‘];lxgpan::g:smx::{ ll::
“the use of such department or agency,

I take it that if any article is ordered or manufactured for use by
‘Great Britain and it subsequently develops that that article is needed
for the United States Government, this provision would enable the
President to allocate that article to such department or agency of this
Government that has need of it?

- Mer. Syrta. Yes, sir.

Mr. Wooorusm. Does that contemplate that there should be a
finding that that was needed for defense purposes?  That is what that
would mean, would it not? In other words, you could not take food
procured under the agricultural provision and transfer it to other
purposes unless there was a finding that it was needed for our emer--
gency defense, is that right?

Mzr. Syarra. That is right.
Mr. Woonruam. That is what that is supposed to mean.

MISCELLANEOUS SERVICES AND EXPENSES

Mr. Wooprua. The next item is:
For necessary services and oxpenses for carrying out the purposes of said act
not specified or included in the foregoing, $40,000,000.
Mr. Syara. That item would cover, for example, the transfer of
defense information. It would also cover any miscellaneous item.
“Mr. Taser. That is simply an omnibus item that you can use for
anything—travel expenses or to supplement any item that may be
involved. A
- Mr. Svra. Not traveling expenses. It might cover freight and
transportation of articles, 4
Mr. Powerr, How did you arvive at the figure of $40,000,0007

Mr. Syrrs. Well, frankly, we made a rough estimate. There were

not many details. It is more in the nature of a contingency item

than anything else. ; ot
Mr. Powerr. It is actually a contingency item:

Mr. Saron. Yes. In the setting up of this entire estimate, we-
used terminology similar to that in the appropriation bills that we
m i nto the Lease-Lend

now have and m turn tried to gear this estimate 1
Act and nowhere else in the estimate would there be any money for

defense information. S0 we know that defense information, whatever
that amounts to, would have to come out of this, plus any small items
that would not come in any other place. It is really a contingency
item.

ADMINISTRATIVE EXPENSES

Mr. PowerL, Mr. rum has gone into the items C “E“d _D'
Mr. Powesn. Mr. Wood gO As I understand it now

$40,000,000 and $10,000,000, thoroughly. , nd it n
'&bﬁif:’deﬁﬁteﬁ":.you will not have to come back for any administrative:

¥




‘see, that is true.
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“procurement, transportation, and any other services
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) 'r'r‘n.i‘()l;tﬂtﬁng and conditioning?
Sarrn. Yes, :
oopRrUM. You think we ought to put “services and ¢xpenses”

i, Yes; if there is any question.
oN. Mr. Smith, under what terms are these goods to be
,"und,errwhat terms are they to be delivered charged to

; ?9‘-:.- ¥
MITH. Under the entire bill, as I understand it, the terius would

can%emeng;-,.
. When will that agreement be drawn?
There will be a whole series of them, as I can visualize

. That is a matter of nezotiation?

That is right. iy

Under the terms of this bill they can be delivered
y can be charged or they ean be exchanged?

‘would say yes.

AGREEMENTS FOR DISPOSITION OF DEFENSE ARTICLES
(See p. 43)

Mz, Ciovor: 1 it your impression that th i
5 S e PR a) Drthar i Ll W AN C LI 0 ¢ LAY an; Of th ¢ o
tis, or are all of them to b‘e""‘cl:m'g'oi"i' ¥ Is: anor‘; l{L blfe (L(;J

v understanding is that there is to be an agreement

pectation of recovery?

' '-molugb that.

re subjeet to negotiation?
President may deem to be

L 1 o

.,‘-.cn'. R

..

DEFENSE AID SUPPLEMENTAL APPROPRIATION, 1041 63

ADMINISTRATIVE HEXPENSES
(See pp. 38, 61)

Mr. Wooprusm. There is an item for administrative expenses,
$10,000,000. Will you say something about that?

Mz, Smrri., That is as good an estimate as we can make. The
safeguard on it is that we are establishing very definite procedures for
serutiny of the requests.

Mr. WiccLesworTE. The estimate is based on what?

Mr. Syrra. Well, it is o rough estimate based upon what our costs
are in various departments at the present time.

Mr. Luprow. Is it based on a certain number of personnel?

Mr. Smrri. No. It is not built up in terms of so many personnel
because we do not know what the job is i

Mr. Taser. You expect to use and to pay personnel, do you not?

Mr. Sanrn. Yes. 1t is built on o percentage basis. For instance,
under the commodity eredit law at the present time there is a limit of
3 percent on administrative expenses. Assuming that some agri-
cultural products are purchased through commodity credit, we ask
them what that cost might he and they said possibly 1 percent, and
somebody else said 2 percent. They pointed out that there would be
some management or processing, and so forth.

Mr. WiceLesworTH. You have not made any estimate as to the
increase in personnel in any department or agency involved, or any
new agency that might be set up?

Mr. Saira. No.

Mr. WiceLEswWORTH. You are not in a position today to tell us
what additional all-over agency may be set up?

Mr. Sauri. So far as any all-over agency is concerned, the staff
would, in the main, be made up of details from existing departments.
For example, all of this material that would be released will have to go
through export control. That will greatly increase their work. But
as to %iow much it will increase their work, nobody knows, until the

material begins to flow. ) ) ¥
Mr. Drrrer. How many new $10,000 jobs do you think will be set;

up in this administrative unit? 4 <)
Mr. Sy, | assume they have to be classified under the civil

service. _ ,
Mr. Ditrer. Will there be some undersecretaries and assistant
administrators, and so on, in the different departments? 7
Mr. Sarri. I do not see it in that way. As a matter of fact, you
cannot foresee the load very well in advance. It is our belief that the
major part of it can be taken care of by existing o izations and
cortainly the extension of existing organizations. at would you

say for the War Department, General Burns? ) .
‘}('B'tme'ml Burxs, 1 think that is correct. I am quite sure the plan

of the War Department is to take on this load with the existing set-up.
This will requ?re come additional personnel in the War Department,
Mr. WicerLesworT. You do not foresee any new agency set up

to control this thing as a whole?
Mrn lr)rm'l-:u. 1 \\%uld like to have the Navy on record on that.

There is an item in there for the Navy, I believe.

300700—41——05
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~ Mr. Woopruat. I think we have wound up this end of it, unless
you have gomething further to say.

"My, Sarra. I have nothing, except to say that I have not received

¢ other documents to answer some questions raised here. I have
the index of raw-material prices. There were a number of questions
aised us to the comparison between prices now and the prices dur-

raised
ing the last World War, I have here the raw-material price index

of the Bureau of Labor Statistics. The index for 1917 was 122.6, for
1018 it was 135.8, and for December 1940 it was 73.6.

My, Caxxoxn. That is for what class of material?

My, Sara. This is the index of raw malterial prices.

Mr. Caxxon. For all raw materials?

Mr. Syitn, Yes, sir.

Mr. Caxxon. Including the material that would ente
fabrication of these articles?
My, Syira. Yes, sir; that index was set up with 1926 as the base.
~ Mr. Woobruam. We asked for some information, and I will ask Mr.
Taber to interrogate Mr. Smith at this time.

Mr. Ssira. The information has not been completed.

Mr. Cannon, We were also to receive copies of the contracts.

Have they been supplied?

General Burys. Yes, sir; we have them here.

r mto the

SATURDAY, Mancu 15, 1941.

STATEMENTS OF HAROLD D. SMITH, DIRECTOR OF THE BUDGET,
AND FREDERICK J. LAWTON, ADMINISTRATIVE ASSISTANT

TO THE DIRECTOR OF THE BUDGET
BRITISH FINANCES AND HOLDINGS

(See p. 16)
Mr. Smith, do you have the information these

IN UNITED STATES

Myr. Woobpruat.
eentlemen asked you for _vcsterdar.’ !
= Mr. Smrti. Yes. Yesterday, this committee propounded a number
of questions with respect to British orders for defense materials prior
to the enactment of the lease-lend bill, and British assets. Those were
»i'l'frther specific questions to which we sought specific answers from the
‘Treasury. -

-Qucs?l'on { was: It is understood that British orders up to January 1,
1941, were about $3,000,000,000 and that expenditures were about
$600.000,000. Is that correct? What have the British spent here
since that time?
~ The answer is that the total of the orders pla :
the British Purchasing Mission up to January 1, 1941, was approxi=
“mately $2,700,000,000. Up to January 1, 1941, the British Purchas-
ing :\Ii's'sion had made payments of approximately $1,300,000,000 on
‘these orders.
~ My, O’'NEar. Cash payments, those were? .
My, Swrrg. That is right. From January 1 to March 12, payments

by the British Purchasing Mission were 8382,'000,032;l :'mt:l'ssmne_,

therefore, that if you want the total to March 12,
$1,300,000,000, plgs 382,000,000, or & total of $1,682,000,000 of cash

ced in this country by
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r ;} in gIeIfti(uIt on ﬁgy of Lhoxa;?d <
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Imp:‘?w What do you know about the prospect o'f) the cash
Outs

MITH. May} go on with this, because that question is covered.

uM. Yes; go on.

i Has the policy been to pay cash or securities for

time? The answer is that the practice of the United

been to pay cash on all orders placed in the United

to this time. All goods delivered have been fully paid for.

hstantial portion of the value of the goods delivered was paid for

vance and o portion of the value of the goods yet to be delivered

ady, b en paid for. Generally, they have paid 25 percent
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Mr. O'Near. That is, holdings of British citizens, in part, is it?
Mr. Smurs. Yes.

Mr. O'Nean. Not only of the Government, but the holdings of
British citizens?

Mr, Smita. Yes,

Mr. Woobnruam. By implication, then, at least, it is not contem-
lated at the present time that any of this $7,000,000,000 fund will

utilized to pay for any of these goods already ordered by Great
Britain?

Mr. Smira. No.

Mr. Wooprus. Can that be said positively?

Mr. Syrra. Yes, it is not contemp‘atod that any of the $7,000,000,-
000 is to be used for that purpose. Orders that have been placed by
the British Purchasing Mission are to be paid for, I understand, by
the British out of their dollar assets.

Mr. Jonnsos of West Virginia. Do you understand that any
additional orders that might come in before this act becomes effective,
will likewise be paid by the British people?

Mr. Surre. T would assume that if the British Purchasing Mission
ci)ntiuuc(l to place orders now, they would have the assets to pay for
those.

Mr. Jonxsox of West Virginia. The same thing would apply to any
future orders that has applied to orders in the past?

Mr. Smira. Yes. \

Mr. Lupnow. Are you going to give us o rough inventory or esti-
mate of the British holdings in this country later on?

Mr. Sanra. It is the next question. y ol

Question 4 was: What is the value of British holdings in the United
States and in the Western Hemisphere outside of the United States?

The value of British holdings in the United States, as of January 1,
1941, i8, aceording to British estimates presented by the Treasury to
Congress, $616,000,000 of marketable securities and approximately
$900,000,000 of direct investments. b

Mr. Caxyoxn. Is that holdings by the British Government, or by
its nationals? i I

Mr. Syurh. Except for the securities which have been vested by
the British Government, that is, turned over (0 the Government
in exchange for British Government securities, these holdings belong

to British nationals. To repeat: : _
~ The value of British holdings in the United States as of January 1,
1941, is, according to British estimates presented by the Treasury to
Congress, $616,000,000 of marketable securities and about $900,-
000,000 of direct investments. - ;
Mr. Taner, What do you mean by that—direct investments?
M. Sarra. The Department of Commerce defines foreign direct
investments in the United States as all foreign investmentsin corpora-
tions or enterprises operating within the United States which are con=
rolled by a person or persons dﬁmlctl)l]ed on:tsg(:ie t‘;w United States.
Mr. TApeR. Are they unmarketable securiiies ‘
-;Ml’._SMIT; They ai%" unmarketable only in the sense that they
are not listed on our organized exchanges and for the most part no
market for them has been developed in this country.
My, Taner. They are not readily marketable?
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y the Government, or by its nationals?
curities which have been vested by
i8, turned over to the Government in
lent securities, these investments helong

ity did the British Government have
or f id‘lﬂii;gs:b’f":ba?natlonals for the liquidation of its

rou that.

taken it all over.
Government at this moment, has control
country, including assets of individuals.

( whether the British nationals or the
have quite large amounts of securities and things
8 country in the names of American citizens: have
find out whether or not that is a fact?
resume the Treasury would be cognizant of that

In other words, a corporation might be formed here
wned by British nationals but an American cor-
An turn, own a Fréut many American securities. You
whether that is ineluded in this figure of the total amount
estimated by the Treasury?
will check it, but I am pretty certain it is.
Would yon like to explain that item a little bit—that
direct investments? It does not include the cost of
: unition or airplanes, or whatever you might
Government has invested, does it? '
18 my understanding that it does not.
_ Lejt,_mej‘asl;i'qne't:ther guastion about the £900,000,000:
present the cost of the British, or an inventory value as
ds rouﬁh estimate of the amount which the direct
I probably bring if they wera sold gradually over a

¢ nominal value of the United Kingdom's invest-
carly the equivalent of $2,000,000,000 United

nited Ki“g‘!"m?s mvestments in Latin Amer-
.9’:000‘;.900-' Th_’ﬂjl‘.éférs_- to nominal
'.?:0‘.' co‘umﬁ_}‘ be muc‘l |088. IX[ t.hc Cise
he market value is much closer to the

with the Latin-American investments.
2 a substantial amount of its Canadian
pay for war materials obtained from
ents in Latin America are in complete
urly all are payable
on value in United
Faln® o b . .,'}?'!l’lf}iculétly in view

o A '. ‘c ] .'h.' an ('m “:is very un-
vestments will be found on page 54

ot as readily marketable as listed sceurities:
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‘ .§f the hearings before the House Committee on Foreign Affairs on

M)’:f‘. ]‘;\?g(.mmm. Does that complete the answers, Mr. Smith?
My, Sarra. No; that is question 4. . 1}
Mr. Tarer. Do you want to go shead and give the other answers
Mr. WiGeLesworti. Before you do that, I call your attention to
the statement you have just given us, indicating $1,516,000,000 of
British holdings in the United States as of January 1, 1941.  On page

81 of the House hearings on the lend-lease bill, Foreign Affairs Com-

it ' dx 40, i3 give '$2,167,000,000,
; the total as of December 31, 1940, is given as §2,167,000,
Lgl.!:;t::(’ler if you have not omitted the gold holdings and what are

referred to us official dollar balances and private dollar balances in the
1 s
atement you have given us? 1l g
sm\tfr Swmrmi. Yes; that is correct. In addition to $616,000,000 of
marketable United States securities and $900,000,000 of du‘lt-ct.» :l;ll-
vestments in the United States, the British held on Decemben l'
1940, $202.000.000 of gold, $54,000,000 of official dollar balances, anc
y wede, . A :
05.000.000 of private dollar balances. b i
33\?;' S(:'lwmug. Stenking of gold, you mean deposits with the
ral Reserve bank? ‘ A ) . ‘
Fegffr Sarri. No; deposits are included in the official dolla .bn!nmcloy.
Mr. SorueuaM. Do the British own any gold on deposit in this
antry ? . _ 4 \
cog:lr. %Ml’tl{. No; the British have no gold in this ’('fnmtl:y: _'I‘h_f
1d 1 refer to is all the gold in the British Treasury’s posw.\sl?l:l ’
m London, Canada, in transit, and scattered in various parts ol th
w i. . L
(i\r,i(‘ Sxyper. My information was that the _Brmsh h.ud put I(\)'il thI(:
barrel head cash for the current expansion in this country, up to vare
1, of between 54 and 55 million dollars. .
Mr, Woopruy. s it more thlan that, is it not?
Mz, Saurh. It is more than that. N :
\'{; Sxyper. For plant expansion; I do not mean buil)ldu}g %t:‘m:h
Mr. Ssrri. The total of capital assistance paid out by the
i 000,000. ¥ .
m.(()e‘;fe‘;agn]é: What steps, if any, have been taken to meet p1 10:: f:!il)le
mitments and what steps are to be taken as to commitments ye
| 9 - L N » - -
m%i‘il?(.e United Kingdom will meet her habilities on efilg,t;?gqlgnlsilﬁ
from her existing dollar_resources and from don?l?l W ;:;o S
gequire in the future. The steps by which these t( 0 :::S Bt
being acquired have been indicated in the AeD 4 duedtion 8 alio e
The British Government doa;s l:(l)l. l":\‘('ﬁli?ilgn :I :}(() n:initm'ents o
. R - 2 c ' »
additional commitments. Tt is for thes

Er lft::ll;cl:ln:}e x%’!'lt:::g (;:‘rl'::‘sn?;:}tlt:l(:vr:fa(llll:'.irg;l'.t'xpellditllrt' by England
an'm;:‘s g%’::ﬁ};“?af&r (‘)‘fu:xl;))l:‘;]:ﬁﬁﬁ:s for L;n}mllin]{tia:ifg?l::; zx(sim:dig:
New Zealand, Austialin, Searh NIy the equivalent of 1 billon
?lg%lo:g?lg}%gnﬁgl ll;é]fgliﬁ;gn dollars of this is the expenditure of the
Ummwdé{;gzg\%:m %i?\g‘t"nbout the other quarter billion expenditures?

\




urrent expenditures. _

. o the British Dominions, and particularly

ed to f_’gzinid todGretttlt Brin;m? e
course, helping directly with troops, naval and air

' ’expfn:g of Canadian forces oKeratmg abroad

.18 anticipated that during the coming yem

f $1.4 billions on her direct war effort.

n the calendar year 10417

onr 1941-42. ;

out 25 percent of her expected national

. You mean of the whole country, rather than the

hat is right. Canada with 11,000,000 people would
rdinary budget of that size.
Canada is supplying Britain with large inereasing
hods and services in return for & considerable part of
which sl (ﬁ'mng either blocked sterling in excess of her needs or
repatriated Canadian securities held in the United Kingdom.
Just as in the case of Canada, Australia, New Zealand, South
India have under way and are financing themselves, a
ort of considerable magnitude in relation to their national
addition, these countries are acquiring excess blocked
n London and seme are acquiring ropatriated securitios as
r exports of merchandise, services and gold to the United
and to the doilar exchange aress.  Thisis a form of economic
cial assistance of considerable value to the British war

b has Great Britain, its dominions and particularly

: d for this war?

lon 18 not readily available; but we have requested
ttee. However, bocause of differences in bu(lgetar,v

ﬁﬁzﬂm

will not be at all comparable with'the defonse-
Zures e United States.
on. With reference to the remaining quarter billion
: ormation ns to the roportion in which that
l?y-'the"rospechve ominions, of the several
3 we dd not have that, Mr. Cannon.
do not know the proportional monthly expendi-

spending the equivalent of about $50,000,-

; € would appear that Canada is putting up
iy u split up her portion of the one-quarter

)

M. Swmn. Yes; in addition Canada is renderi Taty. of
‘services that cannot bo translated into dollars. % © Y ©
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uestion 9: What are the potash and borax holdings of the British

" in the western part of the United States?

“Qur preliminary information is that there are three large potash
and borax companies with properties in the western United States in
which the value of the British investment is estimated to be roughly
more than $20,000,000. These properties are included in the British
direct investments referred to in question 4.

Question 10: What have we bought in the way of gold from Great
Britain and its dominions, including Canada, since 1934, by years?
The net imports of gold from the British Empire by years are given
in the table below. It should be pointed out that London has cex:i
prior to the war, the leading gold market of the world and hence gol
imports from the British Empire were not solely for British account.
he table is as follows:

Net imports of gold from British Empire, 1954-40

|
United King- | Other Hritlsh
dom Etupire Total

i ! ! =

S0 000,000 | $15, 000,000 | 653, 000, 000
""" | S'm:‘gum 154, 000, 600 500, 000, 000
"""" , 174, 000, 000 189, 00, 000 356, (00, 006)
. 802, 000, 000 201, 000, 000 | 1, 096, 000, 000
1,200-0000000 | 144, 000,000 | 15353 000, 000
1, 826, 000,000 | 076,000,000 | 2,502, 000, 000
643,000,000 | 2 095,000,000 | 382K 000, 000

|3, 520,000,000 | 4, 565, 000, 000 |10, 415, 000, 000

l

S Sy e : Tied
Mr, Rasavr. I take this viewpoint, Mr. Smith: Of course, i
w-ererto force England to liquidate all of her accounts or a:?sel'a ﬂ(i):il]l((;
present time, or sell such shares as she has in this country, we cown
not well do that without creating a tremendous effect uponlour G
holdings, because there would naturally be a recession i the en
urities. )
m%&:tsl:;-?:ef- ﬂ ‘a'il depends onl\huw it is handled. Proper precau-
i stand, are being taken. 0w :
uoli\‘visi".ls‘(l:l:!%zl;?a?f I am interested in_the British ownergll‘\;p'o(:lr;
control of the borax and potash industries in this mm_\tryt.hoso ix)ltor-
knowledge, are any definite steps being taken to af:qmr:sf S
ests by the United States Go;cg;nmnm in part payment fo p
of $7,000,000,0007 . |
po;}(ll' aél;:::‘c.el ktsxo\\' of no steps to acquire that by the (t;l?i:‘:;;?;?:\s’
but steps are under way to liquidate British assets 110}0 mn’e covneY:
_ Mr. Scruananm. While advancing this vast sum odmot r);din S
Britain, should it not be done_wnh the dxsunublun o::sﬁ 'nndﬁmmx
they will transfer their ownership and control of t ul!u";“countrv o
industries, which are of vital importance to this Dy, o
United States Government? I realize the cmeﬁonqi ;f]q isp e
of course, but these industries mentioned are of _)‘;m e
‘obtaining purely domestic supplics. The Brmbz a:w wd Rromp
transfer them to this Nation, as a small repay mﬁ" .t British,
American properties that are now also contro otho syub'ect?‘
Is there any comment you would like to make on hy 0] ejs )
~ Mr. Ssare. My only comment respeeting eatlho':llll o liqu){lation o
tion is that negotiations are under way to d e e
_assets in relation to the whole situation under this
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Cask for the record this question:
of British nationals in this country
' British nationals in this country?
hrough holding companies organized in
beneficial interest is in British nationals, or
f some kind or other?
(gﬁt&n&hpg is that these holdings insofar as
luded in the British estimates presented to
tish are not actually giving any security for
t we generally understand the term “security,”
r of good faith? L
ease-lend bill, there will be an agreement.
pect to payment for this particular material

form has not been decided upon, so far as I know.
Yesterday, when we were in executive session, a
up a5 to whether or not the present amount of con-
ritish have in this country, and which totals some-
$1,000,000,000 and $1,500,000,000, could be paid
t— is, whether or not any money from this
ised to pay the cost of those contracts. |
morning, efore T came into the room, that
gphere(i and [ understand that Mr. Smith’s answer was
- could not be used to pay those contractual obligations.
t i8 my understanding that it is not contemplated to
for this purpose.
) &ﬁ'b Mr. Smith this morning was that
ash or dollar balance to meet balances of
that thegnulgave hanging.
th now, but I thank you for

. ] syouldnob be done, we need not bother about
,j.‘-dO not think there is any boubt about the fm:t,

the second question, it will not be done, because

uld have to establish o bench mark as to

nd where lend-lease orders began.

2 as to transactions. It is con-
: Sl uibl"demo:lhxh‘.’t“ ttl;)net lgh% ig‘ri%ish ‘wnnld
OF outstanding orders: th. i urchasin

committed themselves to up to the passage of the I?end%

s the reason the question was advanced, and 1
situation in the terms of national defense.

) f orders for the British,

of material, that means
ow, il we come along and
uld mean $8,000,000,000
o that $1,000,000,000 worth

i

N

DEFENSE AID SUPPLEMENTAL APPROPRIATION, 1941 73

= of material from funds under this bill, it would leave only $7,000,000,-

000 worth of defense material that is being produced. If that is

‘done—and you do not think it will be done—but if that should be

done, we would have lessened the amount of defense material to the
extent of $1,000,000,000.

“Mr, Smrrs. 1 think the record that has been made is clear on that
point. If it is not, I will make it clear,

 Mr. Rasaur. There was quite a discussion about that in the
committee.

Mr. Taper. You did not tell us the amount of cash balance that
the British have. You gave the securities, but you did not give the
cash balances. Do you know anything about that? Perhaps they
do not have any. I do not know.

““Mr. SmrrH. At the present time the cash balance is small.

Mr, Taser. On December 31, say that the dollar assets amounted
to approximately $350,000,000.

Mr. Sairi. And since then they have paid out $382,000,000.

My Taser. Let me ask you this, and I would like you to be in &
position to answer it for the record, if you can: There are a lot of
these British-held sccurities. To a certain extent they have been
liquidated, and they have been a menace to our OWn security market.
It is impossible to dump them. In addition, there are a lot that are
not readily marketable sccurities held by them. Now, will it be the
disposition of the administration to take those securities that cannot
be marketed without upsetting our own financial structure and with-
out sacrificing those securities too seriously, as security for such
defense materials as are sent to Great Britain, and that are p}'@ﬂl:‘u(l
as the result of the lease-lend bili? If you are not in a position to
answer that now, make a note of it, and answer it in the record

Mr. Syrra. I am in a position right now to answer imn the affirm-
ative with full assurance. It is my understanding however that the
‘proceeds of liquidation of Britich-held securities and inyvestments in
the United States will be needed to complete payment on existing
British orders. :

Mr. Taner. Now, the result of the answer you have given me,
M. Smith, is this, is it not, that if this Government pays oul money
for airplanes, tanks, repairing ships, building ships, or anything else
that mayv be turned over to the British, insofar as their assets wil
permit, upon delivery our Government will receive their sccurities
which are not marketable and cannot be turned into cash, insofar as
they are available as security for the payment of these things.

Mr. Samira. Yes, Insofar as they are not necded for payment
on existing British orders,

Mpr. Luprow. Do we understand that the
the accounting of items under the lend-lease
rezular operations?

Ir. SmiTH. Yes, sir. - '
- My I}l‘xlm.owx. ol w:m(h-r if you will find any ghﬂu:ulty in that, where
for instance a manufacturing ostablishment will be Ipqrt.mll‘_v_ cngng(‘({
in manufacture to meot the requirements of the United States l.lll(
partly in the manufacture of articles to meet the lend-lease prograim

paruly . : segregation?
; , S s possible to make that segregation
Yequirements. How will it be that we have the cost of the

~ My, Ssira. Let me point out Lo you 2
items at the time they are transferred to any other country.

re will be a segregation of
bill from items under the




imple accounting problem,
rtant to help Britain maintain
ipons with which to fight?

t is. The upheaval of war is
nd we must develop our relationships
avith this in mind. If these relationships
en her economy the effect will be in reality
ed aid. We must not think solely
but of the %roblem as 8 whole.
onomy capable of sustaining the

Yyou vyery much, Mr. Smith, for your
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