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would not, therefore, usurp the powers or authority of the

19regular standing committees.
After some further amendments were introduced which

changed the committee size from five to seven members and
authorized an expenditure of $10,000 rather than the
original $15,000 for committee expenses, Murrayfs resolution

20was passed by a voice vote on October 8, 1940.
The items which the committee was to begin analyzing 

had been outlined by Senator Murray during the debate on 
Resolution 298* These included: (1) the necessity for
finding out the reason for the high mortality rate of 
small business) (2) the consideration of ways to provide 
risk capital and loans for small business) (3) the effect 
of the large numbers of reports required by government 
agencies and the need to reduce or simplify this burden)
(4) the seriousness of studies which showed that as a class 
small business had made no profits since 1928, and (5) the 
desireability of education and research to aid small business 
similar to projects the Department of Agriculture had under
taken to help farmers. At no time was the possibility of
war or of defense preparations and their effect on small

21business mentioned.

19 20Ibid.. p. 13371. Ibid.
2lIbid.. p. 13370.
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The following day, October 9, 1940, Senator Barkley,

the Majority leader, announced the members of the Senate
Small Business Committee* They were: Senators James E.
Murray, Democrat of Montana; James M* Mead, Democrat of
New York; Francis Maloney, Democrat of Connecticut; Allen
J, Ellender, Democrat of Louisiana; Tom Stewart, Democrat
of Tennessee; Robert A. Taft, Republican of Ohio; and

22Arthur Capper, Republican of Kansas* The Committee
remained as constituted until February 4, 1943 when Senate
Resolution 66 allowed five additional members to be appointed.
These new members were Democratic Senators Claude Pepper
of Florida and James G, Scrugham of Nevada and Republicans
George A* Wilson of Iowa; Kenneth S. Wherry of Nebraska;

23and C * Douglass Buck of Delaware.
These men constituted the Senate Small Business 

Committee. They served with only minor additions and dele
tions (Brien McMahon, Democrat of Connecticut replaced 
Francis Maloney in February, 1945; Thomas C. Hart, Republican 
of Connecticut, replaced Robert A. Taft in March, 1945; and
Homer E. Capehart, an Indiana Republican, replaced Hart in

24December, 1945) throughout World War II. In addition to

22Xbid.. p. 13415.
23Congressional Record. 78 Cong., 1 sess., 89:566.
24Ibid.. 79 Cong., 1 sesa., 91:987, 1596, 12230.
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the Senate members, the Small Business Committee had a staff
of economic advisers, secretaries and clerical help which
totaled between twenty and thirty people. For a time Senator
Murray1s son, Charles A. Murray, served as the executive
secretary for the Committee but he was replaced by Charles
M. Daughters and then Dewey Anderson as the Committee became

2*5more established*
While the initial composition of the Small Business 

Committee was heavily Democratic, no open conflict was to 
be expected since there was generally unanimous agreement 
within Congress that small business was in need of help.
By 19439 with the addition of three Republican members, 
non-partisanship became harder to sustain, especially as it 
was becoming clear that small business would survive the war 
in better shape than ever. The conflict which developed 
between Senator Murray, representing the liberal,New Deal 
members of the Committee, and Senator Wherry, who spoke for 
the conservative Republicans, had broad complications for 
the entire reconversion and post-war period. When the 1946 
election shifted the majority in the Senate from the

25U.S. Senate, 79 Cong*, 1 sess., Special Committee 
to Study Problems of American Small Business, Report 47.
Part 1: Senate Small Business Committee - Its Record and 
Outlook (Washington: Government Printing Office, 1945),
pp. 28*30.
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Democrats to the Republicans, a significant change in 
Committee membership resulted and the Chairmanship passed 
from Murray who had maintained leadership throughout the

n Zwar years, to Wherry.
This Shift in leadership within the Committee came 

at a time when reconversion from the wartime economy was 
almost complete and corresponded very nearly with the ending 
of wage and price controls by President Truman on November 
9, 1946. Therefore, this analysis of the Senate Small 
Business Committee will use for its boundaries the formation 
of the Committee in October, 1940 and the end of price 
controls in 1946 accompanied by the significant reorganiza
tion of the Committee which followed the 1946 election.

Oratory aside, what motivated the creation of a 
special Senate committee to study the problems of small 
business? The threat of war and its effects on the economy 
had not been mentioned in the debate over the formation of 
the Committee, yet with the exception of the Federal Reports 
Act of 1941 and the work the Senate Committee on Small Business 
did in support of that legislation, very little was said 
or done about small business until the end of 1941 when war 
had become a reality. In fact, the first official

26Congressional Record. 80 Cong., 1 sess., 93•644,
713.
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hearings of the Committee took place December 15, 16, 17,
18, and 19, 1941.27

The plight of small business was only mentioned in
the Senate twice, and then only in passing, after the
formation of the Committee for the remainder Of 1940.^
In 1941 small business problems were only mentioned there
Once in a very general way, and then with defense problems
in mind, prior to the june 26, 1941 submission Of Report 479.
Part 1 . on ’’The Federal Reports Act of 194i*lf̂  Again, there
was a three month gap without, any consideration of small
business problems in the Senate until September 5, 1941 when
the need for war production had caused the President to
establish by executive order the Office of Contract Distribution

30as part of the Office of Production Management*
Perhaps the slow beginnings of the Senate Small 

Business Committee can be explained in the fact that the 
Temporary National Economic Committee was still in operation 
and remained active until April, 1941 * While the TNEC was

27U.S* Senate, 77 Cong*, 1 sess., Special Committee 
to Study Problems Of American Small Business, Part I. 
hearings (Washington: Government Printing Office, 1942)*

28Congressional Record index. 76 Cong*, 3 Sess.,
86:547 i

^ Congressional Record* 77 Cong*, 1 sess., 872 1020-1023•
30 . . .Ibid.* p. 7381$ Congressional Record Index. 77 COhg.,

1 sess*, 87:589*
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interested in a broader segment of the American economy, 
there remained a significant area of overlapping concern 
that could not be discounted regardless of the arguments

v

advanced during the debate on the formation of the Senate 
committee•

The relatively slow start the Committee experienced 
might perhaps be further explained in one of the comments 
Senator White of Maine made in argument against the estab
lishment of the Committee when he pointed out that while 
there Were many supporters of the study within government, 
no one attempting to speak for small business had asked to 
be studied* As much as the New Dealers might have wanted to 
develop a constituency among small businessmen, their early
efforts had been thwarted, and small business seemed

31generally uninterested and apathetic. ‘ With the creation 
of the Office of Contract Distribution, small businessmen 
suddenly had something to gain of a substantial sort from 
the Senate committee, and that, obviously, was a share in 
the defense contract business then developing. With a 
specific goal in mind, small business representatives 
suddenly became quite vocal as evidenced by their partici
pation in the first hearing conducted by the Senate Small

31Congressional Record. 76 Cong., 3 sess., 86:
13369.
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Business Committee. Senator Murray summarized the situation 
in his opening remarks to that hearing:

During this war effort there is a fog of fear and 
apprehension spreading over the country that small 
business may be wiped out. We are witnessing a 
greatly accelerated expansion of monopolies and a 
squeezing out of the little concern due to difficulty 
in getting either defense contracts or materials for 
civilian production* as well as increased difficulty 
in competing under the trade practices and procedures 
that have grown up under /thej big business system.
A continuation of this concentration of economic 
power will be certain to result in an undermining 
of the very foundations upon which our system of 
free enterprise was built.

Hundreds of letters coming to our committee 
from business concerns in all parts of the United 
States declare their eagerness to do their share.
They maintain that* given the opportunity* small 
business can play a tremendously important part 
in the present all-out-war-production /sicJ program.
We believe the immediate way to help small business 
is to utilize it to the greatest extent possible in 
the war effort* We believe this is not only necessary 
to keep small business alive* but it is of the very 
essence of importance to our country at this time 
when production may be the determining factor forvictory*^2

If the Senate Small Business Committee had been 
inactive during its first year of existence prior to the 
war* its activities after war was declared certainly 
proved compensatory. In 1942 alone* the Committee conducted 
eleven hearings* published three formal reports* and

32U.S. Senate* 77 Cong.* 1 sess.* Special Committee 
to Study Problems of American Small Business, Part I. Dec. 
15-OL9. 1941. Hearings (Washington: Government Printing 
Office* 1942), pp. 2-3.
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unofficially sponsored three major pieces of legislation.
The hearings comprised 1800 pages of testimony in which the 
Committee not only heard people representing business organi
zations from all over the nation* but for which the Committee 
also made several major field trips to various remote loca
tions in order to get first hand information on topics 
affecting small concerns.

The year 1942 was only a beginning* By the end of 
1945* the Senate Small Business Committee had published 
9484 pages of hearings* printed eight reports and five 
committee prints* and had been indirectly responsible for 
several legislative proposals dealing both with wartime 
production and with reconversion to a peacetime economy.

While small businessmen may not have been impressed 
with the Committee during most of 1941* by 1942 this attitude 
had definitely changed as they saw a chance to use the 
Committee to obtain access to other government agencies* 
notably the Office of Production Management* the Office of 
Price Administration* and the various Defense Department 
procurement agencies. Officials from all of these agencies 
were regularly called to testify before the Committee to 
explain their actions and that experience was sometimes 
sufficient to bring about specific changes in policy as 
will be demonstrated later* Thus the existence of the
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Seriate Small Business Committee provided a sympathetic forum 
for the small businessmen of the nation during a period of 
great economic stress and turmoil and sometimes resulted in 
alleviating specific irritants or unfair practices. Beyond 
this sizeable accomplishment* the Committee also helped 
obtain fuller utilization in war production from smaller 
producers* especially through the auspices of its brainchild* 
the Smaller War Plants Corporation* and it was a leader in 
assessing the need for positive steps to encourage an orderly 
and equitable reconversion.

While the initial motivation for the formation of 
the Senate Small Business Committee might have been somewhat 
nebulous* tied as it was to New Deal attempts at winning 
support from a loose and uncohesive group* the coming of the 
war gave the Committee direction and purpose. If war had 
been only a possibility in 1940 when the Committee was 
formed* by the end of 1941 it was an actuality. The promptness 
with which the Small Business Committee called its first 
hearings after the declaration of war indicates that the 
Senators were aware that now there was the possibility for 
direct action to aid small business* or to at least see that 
it was not unduly injured* during the war years. In the 
past the TNEC and the Small Business Committee had to content 
themselves with economic theories and rhetoric concerning



the plight of small business; with the coming of war and the 
priority systems, price controls, and defense contract 
letting that followed, there were suddenly concrete problems 
to be addressed and corrected. Faced with these specific 
problems, the Senate Small Business Committee began its 
work«



CHAPTER II

THE COMMITTEE ADDRESSES THE PROBLEMS OF 
CONVERSION TO A WARTIME ECONOMY

For the First two years of World War II, the Senate 
Small Business Committee dealt with problems confronting 
small business enterprise brought about by the war economy. 
It also managed to see that legislation was passed dealing 
with a simplification of the vast amounts of reports which 
various government agencies required business concerns to 
submit to them.

The hearings conducted by the Committee and the 
legislation which resulted from its investigations covered 
a wide range of topics. Starting with the freeze on auto
mobile production and distribution in January, 1942, and 
continuing with various other forms of rationing, the 
Committee hearings in the early war years also dealt with 
insuring small business participation in t^e allocation 
of government contracts. Due to the shortages of various 
strategic materials, especially copper and aluminum, the 
Committee found itself engaged in investigations of the 
mining industry as w<ell.

20
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These hearings were often inconclusive because they 

served primarily as a catharsis for business concerns faced 
with problems which were largely unavoidable within the 
framework of the wartime situation. By allowing small 
business interests to present their views to representatives 
of the government agencies controlling prices, government 
contracts, or rationed materials, the Committee did help to 
eliminate certain specific injustices. Furthermore, the 
opportunity to have sympathetic Senators listen to their 
problems usually led small businessmen to feel more patriotic, 
if not otherwise better, about the many unavoidable sacri
fices which were expected of them.

The year 1941 began slowly for the Senate Small 
Business Committee* Until the prospect of United States 
participation in the war became a virtual certainty, the 
only action the Committee took was in researching and 
supporting the Federal Reports Bill. This legislation 
sought to coordinate Federal reporting services to eliminate 
duplication and to reduce the cost of those services to the 
government while minimizing the burden to business of fur
nishing those reports.

Although Senate Resolution 1666, known as the Federal 
Reports Act of 1941 > was submitted to the Senate on June 26, 
1941 by Senator Mead on behalf of the Senate Small Business
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Committee, the resolution was referred to the Committee on
Education and Labor where it rested for almost a year and a 

1half* By that time the work of the Senate Small Business
Committee in response to the war effort had given a certain
respectability to its recommendations which had been lacking

2in 1941 end the bill passed easily*
The primary reason that the Federal Reports Act 

was not considered and passed until late in 1942, however, 
was that with the declaration of war in December, 1941> 
the Senate, and the Small Business Committee as well, found 
themselves facing much more essential priorities which 
required immediate action* Chief among the problems con
cerning small business were rationing of scarce resources, 
freezing orders, and the equitable granting of defense 
contracts.

The first major crisis which the Senate Small Business 
Committee investigated was precipitated by the automobile 
freeze declared on January 1, 1942 by Donald M. Nelson, 
Director of Priorities, Office of Production Management*
Leon Henderson of the Office of Price Administration, an 
ancillary agency, explained the necessity for the freeze to

1Congressional Record* 77 Cong*, 1 sess., 87•5531-32.
2Ibid.* 77 Cong., 2 sess., 88:9079 and 9479.



the Committee on January 9, 1942 during a formal hearing 
cbnducted at the request of the National Automobile Dealers 
Association* Henderson explained to the Committee and to 
the automobile dealers attending the hearing why it had 
become necessary to terminate the manufacture and sale of 
automobiles * Ho indicated that there had been two overriding 
considerations: first, the need to conserve essential mater
ials which were necessary for defense production; and second, 
the requirement for facilities capable of producing an addi
tional eight to ten billion dollars worth of military goods* 
When questioned about the suddenness of the freezing notice, 
Henderson defended the apparent haste and reminded everyone 
that if advance notice had been given, a run could have 
resulted making it impossible to conserve the existing 
stock of cars for priority uses.

Once the automobile freeze was announced, the Senate 
Small Business Committee found that the automobile dealers 
were faced with a variety of almost overwhelming problems. 
With new car stocks frozen, the dealers had to rely on used 
car sales and their service departments for all further 
revenues. Additionally, they still had to provide storage

3U.S. Senate, 77 Cong., 2 sess., Special Committee 
to Study Problems of American Small Business, Part 3. Con
ference of Retail Automobile Dealers. Hearings (Washington: 
Government Printing Office, 1942), pp. 529-530.
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space for their inventories of new cars until the government
was able to take delivery or until rationed sales resumed.
The requirement for storage of stocks they could not sell for
what was expected to be an extended period of time proved
to be the major irritant for most of the automobile dealers.
Dealers resented the fact that they would have to bear an
estimated dollar-a-day expense for storing and maintaining

4new cars which they would be unable to sell. When the freeze
went into effect, approximately 450,000 new cars were in

5the hands of the dealers.
L, Clare Cargile, President of the National Auto

mobile Dealers Association addressed the Senate Small Business 
Committee during its hearings on January 9, 1942* He pro
posed specific steps to be taken to help alleviate the burden 
which had been placed upon the car dealers by the automobile 
freeze. Speaking almost directly to Leon Henderson of the 
OPA, Cargile suggested:

1) that the government allow delivery of all 
bona fide orders dated prior to January 1, 1942. He 
estimated that this concession would affect roughly 
five percent of the automobiles in question.

2) that if prices Were frozen on new cars, 
rates be devised which would allow for handling 
and freight charges.

4Ibid.. p. 524*
5Ibid., p. 519.



3) that if price ceilings were extended to used 
cars, the same formula for handling be applied to 
them,

4) that all automobiles and trucks which were 
produced except those specifically designed for 
military use be handled through dealers regardless 
of their ultimate destination*

5) that all vehicles purchased by the government 
from dealers be purchased at their full list price.

6) that the government pay for the cost of 
financing, insurance, and storage on all vehicles 
carried by the dealers after January 1, 1942 until 
they were liquidated or released.

7) that the government agree to purchase at 
retail delivery prices all vehicles, frozen or 
subject to rationing, that dealers might offer 
after July 1, 1942, and

8) that no restriction be placed on the sales 
of non-standard vehicles such as limousines, con
vertibles, or specialty trucks.

As a direct result of the Committee hearings, 
Leon Henderson agreed to:

1) permit delivery of cars in completion of 
orders and sales which were made prior to the 
freezing order of January 1.

2) establish a retail price ceiling in connec
tion with the rationing order which would provide 
a reasonable margin of profit to the auto dealers 
on the sale of cars being rationed* This proposed 
ceiling would equal the factory list price plus 
Federal excise tax plus a transportation allow
ance plus a handling and delivery charge (to 
equal five percent of the factory list price and 
five percent of the transportation allowance, but 
not to exceed seventy-five dollars)*

Ibid.* pp. 520-521.
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3) increase the retail price ceiling each month, 

starting February 1, at the rate of one percent of the 
factory list price to recompense dealers for the expense 
of storage, insurance, and interest.^

The Senate Small business Committee decided that
these concessions were not adequate, however, and agreed
that legislation to help automobile dealers, or dealers
in any other commodity which might be rationed or frozen
in the future, was necessary* This legislation was to be
in addition to a $100,000,000 fund established by the
Reconstruction Finance Corporation for loans to auto dealers
to enable them to Carry their investment in the 204,000 cars
which were then completing production* It also was in
addition to a Presidential request for Congress to make a
special appropriation of $300,000,000 for temporary relief

8of employees of firms caught in the freeze.
The proposed legislation, Senate Bill 2315, was 

drawn up as a result of the automobile freeze| however, its 
provisions applied not only to the 44,000 automobile dealers 
of the nation but also to any other persons or firms which 
might be affected by similar rationing orders in the future* 
Basically, what the Committee recommended was that the

7U.S* Senate, 77 Cong*, 2 sess., Special Committee 
to Study Problems of American Small Business, Report 479.
Part 3* (Washingtoni Government Printing Office, 1942), 
pp. 1-4*

8 .lb id * * pp. 63-65.
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Re construct ion Finance Corporation bo authorized to buy any 
remaining stock in a resellable condition which had been 
subject to rationing orders of any dealer in that commodity.
The RFC would also be empowered to loan those dealers an 
amount equal to the investment they had in the rationed 
article if that was the dealers* preference. Initially the 
Committee proposed that the RFC be directed to purchase the 
remaining stock of any dealer making such a request if that 
stock could not be liquidated within six months. The pur
chase was to take place thirteen months a f t e r  the date that 
rationing commenced by a payment to the dealer of the retail
price of the article♦ This retail price would include the
dealers’ cost plus a reasonable charge for handling, servicing,

9storing* and insuring the article* In its final form, 
however, the bill provided that the time period for liquida
tion be extended to eighteen months, and the Committee pointed 
out that due to several liberalizing orders which the Office 
of Price Administration had made since the initial freeze
went into effect, it was anticipated that residual stocks

. 10 subject to assumption by the RFC would be minimal.
The Committee anticipated that the proposed legis

lation would not result in the Reconstruction Finance

Ibid.. p. 3.
^ Congressional Record. 77 Cong.* 2 sess., 88:3696.


