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CHAPTER T
" CREATION OF THE SELECT COMMITTEE

_That small businessl was essential to the American
way of life was an unquestionable tenet of beth liberals and
v'corservatives in the government prior to and during the
"Second World War., Both political factions also egreed that
the war needed to be won and that great sacrifices would be
necessary in order to achieve that victory. Beyond these
two basic areas of agreement, however, great diveréence'as
to the methods to be used fer conserving and protecting small
business while‘fighting an all-out war for survival soon
‘became apparent. Nowhere was this conflict more obvious than
in the formation of the Special Committee to Study and Survey

Problems of Small Bu51ness Enterprises of the United States -

'-aSenate (hereafter referred to as the Senate Small Bu51ness

Commlttee) and 1n the hearlngs, debates, -and legislation

'Whidh Were direct results‘of itts investigations.

1Problems of definition w1ll be discussed in Chapter

A’fIV. Even .though small business could varlously be defined as

those firms employing anywhere from under 20 to 500 workers,

7 tgmall Business" generally seemed as clear and separate an

entity as "farmers'" or "labor," and for much the same reasons.

1



The formation of the Senate Small Business Committee

grew direqtly'ouﬁ of earlier studies conducted by the

2 The TNEC had been

Temporéry National Economic Committee.
““established_by Congressional resolution approved June 16,
1938, This resolution had been enacted in respohse to a.

. message from President Roosevelt which said that n"generally
over the field of industry and finance we must revive and
strengthen competition if we wish to preserve and make

workable our traditional system of free private enterprise."

In order to accomplish this goal, the President recommended

a more vigorous enforcement of anti-trust legislation and a
detailed study into various problems allowing for the decreased
competition in America brought about by economic concentration.3
He closed his remarks in a fashion reminescent of an earlier
time:

No man of good faith will misinterpret these
proposals. They derive from the oldest American
traditions. Concentration of economic power in the
few and the resulting unemployment of labor and capi-
tal are inescapable problems for a modern !'private
enterprise! democracy. I do not believe that we
are so lacking in stability that we will lose faith
in our own way of living just because we seek to find

out how to make that way of living work mnore
effectively. . . .

2Congressiona1,Recqrd, 76 Cong., 3 sess., 86:11793-4,
1336713372,

3U.S. Congress, 75 Cong., 3 sess., Temporary National
Economic Committee, Economic Prologue: I, Hearings (Washing-
ton: Government Printing Office, 1940), p. 1.

t




~ Once it is realized that business monopoly in
‘America paralyzes the system of free enterprise on
which it is grafted, and is as fatal to those who
manipulate it as to the people who suffer beneath
its impositions, action by the Government to eliminate
these artificial restraints will be welcomed by ‘
industry throughout the Nation.

For idle factories and idle workers profit no
man,

The Temporary National Economic Committee which was
formed to study the problem of ecénomic concentration was
composed of three members of the United States Senate,
three from tﬁe ﬁouse of Representatives, one representative
each from the Departments of Justice, the Treasury, Labor,
Commerce, the Securities and Exchange Commission, and the
Federai Trade Commission., For its goals, the committee was
to make a complete study on monopoly and the concentration
of economic power with emphasis on the causes of concentration
aqd its effects on competition; the effects of existing
pfice systems and the price policy of industry on’levels of
trade; employment, long~term profits, and consumption; and
the effects of existing tax, patent, and other government

5

policies on these areas.

On April 3, 1941, the TNEC completed its research,

In the three years of its existence, the TNEC published

4Ibido 3 p. 1915

SIbid., p. 192,



| hearings amounting to tﬁirtyuone'volumes with six supple~
mental volumes aﬂd fdrﬁy-ﬁhree.monographs.é These-repqrts

' covered aliost every coneeivable area of economic concern,

' Quf it was ﬁhe findings summarized in Monégragh 17, Probléms

’¢Sm111,B”Sin s which directly influenced the formation of

_the'sehéte Small Business Committee.’

One of the primary allegations made in Monograph 17
was that the relative financial position of small business
had‘Beehfweakened since 1929.8 This hypothesis was made even
more critical for the well-being of the nation when put into
the context of what were considered to be the economic
contributions of small business. These contribufions ranged
from the special services to the consumer that small busi-
?'nesses were able to provide through '"versatility of product
and service which, despite standardizing trends, is still
deeply desired by the Américan people;" . to the realizétioq

that small businesses were important customers of large

U.S. Congress, 76 Cong., 3 sess., Temporary
National Economic Committee; Description of Hearings and
Monographs (Washington: Goveirnnment Printing Office, 1941),
pp. 1«32,

o 7Con essional Record, 76 Cong., 3 sess.; 86:13367-~
13372,
8 - L R
U.S. Congress, 76 Cong.; 3 sess.; Temporary
National Economic Committee, Monograph 17: Problems of

Small Business (Washington: Gevernment Prlﬁting Offlce,
1941), p. 207,




 businesses just as in the produd%ion of "bits and pieces,"
.- large industriesnweré often dependent upon‘smailer co‘ncerns.9
Addltionally, the impetus that small bus1nesses

i

prOV1ded the economy through competltlon was seen to be

;f jfundamenta1:

‘The indepehdent enterpriser has always been
‘and continues to be of immense importance in the
national psychology. The small businessman, together
with the independent farmer and professional practi-
~tioner, has played an important role in fixing those
standards  of personal initiative, independent economic
venturing, self-responsibility and self-determination
in buslness, which are basic to the American way of
life,10
In Mbnogragh‘lz, the TNEC made only the most general
recommendations for aid to small businesses. These sugges-
tions centered around the need for greater availability of
credit for small concerns and for more efficiency in the
- 11 |
management of small firms.
While the TNEC was completing its investigation into
the problema confronting small bu51ness, certain liberal
"members of the Senate headed by James E. Murray, Democrat
of Montana, de01ded that a contlnulng study was needed if

small business problems were to be surmounted. Murray

initially thought that small business assistance would take

91pid., pp. 256-257.

101hid., p. 257.

l1hid., pp. 278-279.



i’the same form as government aid to farmers, particularly in
educating small businessmen so that they would be able to
compete more effectively with larger concgrns.lz‘ That'this
éafly‘emphéqis.oh:éducation woﬁld be changgdlto a more b;sic
" 1efgo§£'tovkéep~smdi1 busiﬁess alive during'a-ﬁartime econom§'
':sboﬁ became éppéreﬂt. | | |
Small businessmen themselves were not wholeheartedly
iﬁ favor of government intervention on their behalf. In
February, 1938, President Roosevelt hgd called a small busi-
néss conference in an effort to win back political support
from that segment of the economy. Confusion was the result.
Their economic position under-cut by £hé Depression and by
Roosevelt's attempts to deal with it which most often served
:to strengthen big business at their expense;,; small business-
men presented a disunited and unorganized front. Astonishingly,
‘even in 1938, most small businessmen believed that their
interééts and those of big business were synonymous. In an
:grticle about fhe small businessmens conference The Nation
.stafed that the Roésevelt administration faced a revolt of
small business interests. The paradox of this situatioﬁ,

the'magazine stated; was that if the New Deal represented

12U.Sc Senate, 77 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Print #7:
Small Business Problems: Research and Education (Washington:
‘Government Printing Office, 1941), pp. 11-12,




7
_any one group, it would be the middle class small businessman.
Yet in attempting to alleviate the economic problems of the

Depression, Roosevelt had alienated those who should have

- been his staunchest supporters. The Nation suggested that

if Rooéévelﬁ?s political power was to be retained, a small
business revolt had to.be avoided by strengthening its
position with respect to monopolies. A re-education of small
businessmen was needed to show them that their interests were
not with‘bié business, but with the economic welfare of the
"commoﬁ.man." "Thé interests of monopolies lie in méximizing'
prdfits by:restrictiﬁg production and cornering the market,
but small business can only benefit from increased production
and expanded general purchasing power."13'

Senator Murray, one of the most loyal of the New
Dealers, whether at Roosevelt'!'s suggestion or not, undertook
this re-e&ucation. Roosevelt!s creation of the TNEC.had
already poinfed to special problems confronting small bus-
inesses,‘yet even that Cdmmiétee generally agreed that more
needed to be done. The TNEC, by its very nature, had been
organized to view the economy as a whole. " Murray and other
New'Dealefs were interested in winning back the support of

small businessmen, and this the TNEC had been unable to

accomplish. 'In,the fall of 1940, thefefore, Mnrray

13The Nation, 12 February 1938, p. 173.




;introduced_Senate Resolution 298 whiéh called for the
formation of a Sénaté Small Business Committee.14
Perhaps the strongest opposition to Senate Resolutlon
"‘298 came from William H. King,. a Democrat from Utah, who
ironically‘was one of the three Senators on the Temporary
National Eoonomic,éommittee. Indicating that the TNEC had
‘already-studied the problem sufficiently, he stated that the
'high~failgre rate small businesses experiencedeas due to
”'foiiy, lack of understanding of the business environment, or
to lack of management capability, none of which he believed
were within the parameters of government assistance. He
further felt that aid to small businesses would keep exces~
fsive numbers of these concerns in operation beyond an actual
demand for their services.ls
Senator Wallace White, a Republican from Maine, also
’objected to the formation of a Senate Small Business Committee
since he believed that an unfortunate trend was developing in
which every matter of any concern was immediately elevated
to committee status. His argument centered around the
contention that too much studying had already been done,

both by the TNEC and the Senate Committees on Banking and

1
4Conggg§§ioggl Record, 76 Cong., 3 sess., 86:
13367, ' ’

15Ibig.



Currency and Commerce and that their recommendations should
either be actedjﬁpOH or dropped, not studied further.16

s "Senatpr‘Murray assured White that the new com@ittee

( 'ﬁéuld not ﬁacktrack over areas already studied by the TNEC'
»or othgr committees. He pointed ouﬁ that other special
interests had'comﬁittees looking out for them as in the éasés
of agricul%ufe and labor, and he reminded the Senate that
'bothvbaréi plaff&rms inn1936 had called for aid‘to small

17 '

businesses.: Murray noted that such diverse offices as
the Department of Cqmmerce, the Department of Agriculture
and the TNEC itself had endorsed his resolution. He quoted
Thurman Arnéld, a mémber of the Temporary National Economic:
Committee as saying, "although the files of the Department
“and of the Témporary National Economic Committee should be
helpful in the work you propose, I do not feel that they
coﬁtain the comprehensive picture which you desire."
Senator Barkléy of Kentucky, the Senate Majobity
Leader, spoke in favor of the resolution, expressing the
Béliéf that no harm could come of a further study into‘the

problems of small business. He reminded the Senate that the

new committee would have no power to report legislation and

16
Ibid., p. 13369.

71bid., p. 13370.

81pid., p. 13372,



1o

| would not, therefére_, usurp the powers or authority of the
regular standing'oommittees.lg

After some further_amendments were introduced which
éﬁanged thé_committee size from five to seven members and
authorized an expenditure of $10,000 rather than the
'originéi $15,000 for committee expenses, Murray's resolution
was pésseq by a voice vote on October 8, 1940.20
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 avclass
small business had made no profits since 1928, and (5) the
desireability of ed#cation~And-research}to aid small business
similar to projects the Department of Agriculture had undef-
taken to - help farmers. At no time was’the possibility of
war or of defense preparations and their effect on small

21
business mentioned.

1 o
91b1g., p. 13371, Tbid.

21__
Ibid., p. 13370.
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The following day, October 9, 1940, Senator Barkley,
fﬁe Majority 1eader; announced the members of the Senate
;Small Business Committee., They were: Senators James E.
.M;rray, Deﬁocrét of Montapa; James M, Mead, Democrat of
New York; Francis Maloney, Democrat of Connecticut; Allen
J. Ellender, Demoérat of Louisiana; Tom Stewart, Democrat,
of Tennessee; Robert A, Taft, Republican of Ohio; and
Arthur Capper, Republican of Kansas.22 Thq 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;
and C. Douglass Buck of Delaware.23

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, 19453 Thomas C. Hart, Republican
of Connecticut, replaced Robert A, Taft in March, 1945; and
Homer E, Capehart, an Indiana Republican,'replaced_Hart in

December, 1945) throughout World War II.Z4 In addition to

221pid., p. 13415.

23Congressiona1 Record, 78 Cong., 1 sess., 89:566.

241bid., 79 Cong., 1 sess., 91:987, 1596, 12230.
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the Senate members, the Small Busihess Committee had a staff
of economic advisers, secretaries and clerical help whicﬁ
;totaled~between twenty and thifty.peOple. For a time Senator
Mﬁrray's's§n, Charles A. Murray, served as the executive
éecretary for the Committee but he was replaced by Charles'
M. Daughtérs and then bewey Anderson as the Committee became
more established.zs

While the initial composition of the Small Business
Committeg was heavily_Democratic, no open conflict was to
be éxpected since there was generally unanimous agreement
withih Congress that small buéiness was in need of help.

By 1943, with the addition of three Republican members,
ﬁon-partisanship became harder to sustain, especially as it
“was beqoming 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 comﬁlicationS‘for
the entire reconversion and post-war period. When the 1946

election shifted the majority in the Senate from the

2SU.S. Senate, 79 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Report 47,
Part 1: Senate Small Business Committee ~ ITts Record and
'Outlook (Washington: Government Printing Office, 1945),
pp. 28«30, "
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n'ﬁemocrats to the Repﬁbligans, a significant change in
COmmittee membership'resulted and the Chairmanship passed
from Mﬁrray.who had maintained‘leadership throughout the
Géé yea?é,'to_Wherry.26-

| blThis shift in leadership within the Committee came
at a time when reéonversion 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 bctober, 1940 and the end of price
controls in 1946 accompanied by the significant reorganiza-
tion of the Committee which followed the 1946 election.

Oratorybaside, what motivated the creation of a

special Senate committee to study the problems of small
bﬁsiness? The threat of war and its effects on the economy
had not Qeen mentioned in the debate over the formation of
the Committee, yet with the exception of the Federal Reports
Act of 1941 andithe 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

1

, Zﬁconggéssional Record, 80 Cong},'l sess., 93:644,
713. '
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hearings of the Committee took plaée December 15, 16, 17;
18, and 19, 1941.%7

The plight of small business was only mentioned in
the Senate twice, and then only in passing, after the
| '.formatlon of the Cemmibtee for the remainder of 1940.28
In 1941'small business problems were only mentioned Chere
once in a very general way, and thefi with defense problems
in mind, prior to the June 26, 1941 submission 6f Report 479,
Pagﬁ_l,'éﬁ'ﬁThe«Federal Reports Act of 1941&29 AAgain, there
was a tﬁree month gap without any considefation of small
business problems in‘thekSeﬁate until September 5, 1941 when
the need for‘war production had caused the President to
establish by executive order the Office of Contract Distribution
as part of the Office of Production Management.30

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

27.. L . . N

7U.Sa ‘Senate,‘ 77 €eng.; 1 Sess. S_pecial COMittéé
to Study Problems of American Small Business,; Part I,
Hearifigs (Washington: Govetrnment Printing Office; 1942).

. 28Congressiqna1.kebbrd Index, 76 Cong.; 3 sess.;
86:547.

zgco;gréssibnal Recoid , 77’00ng;, 1 sess.; 87:1020-1023.

30Ib.id., ps 7381; Congressional Record Index, 77 Cong.,.
1 sess., 87:589,
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interested in a broader segment of the American economy,
there remgiﬂed a significant area of overlapping concern
that cquld not be-discounted regardless of the arguments.
"'ad§anced dﬁﬁing_the debate on the formation pf thevSenaté
committee.

The reiativély slow start the Committee exgeriencéd
ﬁight perhaps 5e further explained in one of the comments
Senator White of Maine made in argument against the estaﬁ-
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
genefally uninterested and apathetic.3l With the creation
of the Office of Contract Distribution, small businessmen
suddenly had something to gain of a subStaﬁtial sort from
the Senate committee, and that, obviously, was a share in
‘the defense contract bgsiness 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

31CongresSiongl Record, 76 Cong., 3 sess., 86:
13369. '
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Buéiness‘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 /the/ 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 éenterprise 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 /sic/ 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 for
victory.

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 ¢opdﬁcted

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.
15-19, 1941, Hearings (Washlngton' Government Printing
Office, 1942), pp. 2-3.
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“unofficially sponsored three major pieces of 1egiélation.
The.hearings compriséd 1800 pages of testimony in which the
Committee not only heard people representing business organi-
o zééion; from all over the nation, but for which the Commiétee
~also made several major field trips to various remote 1005;
‘tions in order tofget first hand information on topics
éffectingAsmall 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
pfoduction 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 defiﬁitely changed as théy 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
procurementvagencies. Officials from all 6f these agencies
were regularly called to testify before the Committee to
explain their actions and that experience was sometimes
sufficieﬁt to bring Qbout specific changes in-policy as

will be demonstrated later. Thus the existence of the
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l,Sénate Small Bﬁsiness Committee provided a sympaﬁhetic forum
for the small busineésmen of the nation during a period of

: great economic stress and turmoil and sometimes resulted in

5 51iéyiatinngpecific'irritants or unfair practices. Beyond

A ~;‘ﬁhi3-sizeab1é accomplishment,.the Committee also helped

~ obtain fuller utiiization'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
sﬁppdrt from a loose and uncohesive group, the coming of the
war géve 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 thé possibilit& for
direct action tolaia small business, or to at least see that
}it was not unduly injured, during the war years. In the
;'past thevTNEC and the Small Business Committee had to content

themselves with economic theories and rhetoric concerning



19
the piig'ht of small business; with_‘the coming of.War' and the
priority systemé, price controls, and defegse céntract'
letting that followed, there were,suddenly concréte problems
'£o be‘addressed and corrected. Faced with thése specific
_problems, the Senate Small‘Business)Cdmmittee began its ..

work.



CHAPTER IE

THE COMMITTEE ADDRESSES THE PROBLEMS OF

CONVERSION TO A WARTIME ECONOMY

For the first two years of World War II, the Senate
Small Bﬁsiness Committee dealt with problems confrpntiné
small buSiﬁéss enterprise brought about by the war economy.
It also managed to see that legislation was passed dealing
with a simplification of the vast amounts vareports which
various government agencies required business concennS-to
subﬁit 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
eontinuing with various other forms of rationing, the
Committee hearings in the early war years also dealt with
insuring small business participation in the allocation
of government contracts., Due to fhe shortages of various
strategic materials, espgcially copper and aluminum, the
Committee found itself engaged in investigations of the
- mining industry as well,

20
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These hearings were often inconclusive because they

served primarily as a catharsis for business concerns faced

"!inith problems which were largely unavoidable within the

,frameWork éf.the-wartime situation. By allowing small -
pusihess interests to present their views to representativés.
yvbf the government;agencies contrdlling prices, government
contracts, or ratibned materiais, the Committee did help{to
eliminate certain specific injustices. Furthermore, the
dﬁportunity'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 w;re expected of them.

The year 1941 began slowly for the Senate Small
Busines; Commitéeei Until the prospect of United States
participatibn in the war became a vipﬁnal certainty, the
only action the Commitfee took was in researching and
éﬁpporéiﬁg fhe'FederéllReports Bill, This 1egisiation
sought to coordinate Federal reporting services to eliminate
duplicatioﬁ and to reduce the cost of those services to the
'governmént 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

: 1 _
half. By that time the work of the Senate Small Business

' Committee in response to the war effort had given a certain

Arespectabiiity to its recommendations which had been lacking
iﬁ 1941 and the bili passed easily;Z

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
themseives 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
pontracts,

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.

2
Ibid., 77 Cong., 2 sess., 88:9079 and 9479.
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the Committee on January 9, 1942 during a formal hearing
' cbnducted at the reqﬁest of the National.Automobile Dealers
Assdciation.. Henderson explaihed_to the Committee and to
thé-automoﬁile dealers attending'the hearing th it had
become}hecessary to terminate the manufacture and sale of
automobiles, He indicated that there had been two overriding
considerapions: first, ﬁhe'need to conserve essential mater-
iéls 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 runvcould 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

3

U.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
wés able to také delivery or until rationed sales resumed.
The requirement for storage of'stoqks they could not sell. for
.Whét'was expected to be an extended perio& of time proved
.,td be the major irritant for most of the automobile dealers.
Dealers resented the fact that they would have to bear an
estiﬁated_dollar-a—day expense for storing and maintaining
new cars which they would be unable to sell.4 When the'freeze
went into effect, approximately 450,000 new cars were in
the hénds of the dealers.s

L, Clare Cargilé, 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 dedlers 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.

4
ibid., p. 524.
SIbid., p. 519.
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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 ag 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).

6
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
fgctqry 1ist¥prige.to reéompense dga%ers for the expense
of storage, insurance, and interest.

" The Senate Small BusinesleOmmittee decided that .
these conceééions were not adequate, however, aﬁd‘agfeed
that legislation to help automobile dealers, or dealers
in any other commodity which>might be rationed or frozen
in the fuﬁure, was necessary. This législation was to be
in addition to a $100,000,000 fund established by the
Reconstruétion Finance Corporation for loans to auto dealers
' to enable them to carry bheirfinvestment 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 $300,000,600 for temporary relief
of employees of firms caught in the frgeze.s

The proposed legislation, Senate Bill 2315, was
drawn uﬁ as a result of the automobile freeze} h&wever, 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

e

7 ,

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

8 -
Ibigo’ PP, 63-~65.



27

Reconstruetion Finance @Qrp@ration:bg authorized to buy any
remaining stock in a resellable condition which had been
subject to rationing orderns Qf'ény dealer in that commodity.
The RFC WOﬁld aiso be empgwered.to 1o;n those dealers an'
amount eéuél to tﬁe investment they had in the rationed
article if that was the dealerSF preference. Initially'the
Committee propoged that the RFC be directed to purchase thé“
remaining stock of any dealer making such a request if that
stock could not be liquidated within six monthé;' The pur-
chase was to take place thirteen months aftér the date that
rationing commenced by a payment to the dealer of the retail
price of the article, This retail price would include the
vdealeréf cost plus a reasonable charge for handling, servicing,
:storing, and insuring the article.g In its final form,
h&wever, 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
subject to assumption by the RFC would be minimal.lo

The Committee anticipated that the proposed legis-

lation would not result in the Reconstruction Finance

9Ibid., p. 3.
10
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Cbrpbration buying large quantities of rationed stocks.
Liquidation of existing stocks would be worked out by the
‘déalers and the RFC would serve only as a guarantor for the
pfices“of ﬁhqse stocks. With the RFC guaranteeing prices,
daalers planning to stay in business would be encouraged'ﬁd
bgy>inventhiea from those dealers trying to liquidate.
Additionally, the Committee anticipated that the RFC should
méke‘ a reasonable charge for its services and that the
”"»1iquidation7of rationed stocks would not impose any financial
burden on the RFC or any other government ag‘ency.ll

Senate Bill 2315 was passed on April 27, 1942, It
was returned signhed by the President on May 11, 1942.12'
While the bill had actually been reported on the floor of
‘the Senate by the Banking and Currency Committee, it carried
the names of all seven members of the Senate Small Business
Committee and was clearly based upon their recommendafions.l3

The automobile freeze and subsequent rationing
generated a great deal of interest in the press. The New
York Times sympathetically reported the proposals made by

L. Clare Cargile for alleviating the blow to the automobile

dealers, The Times also followed the work of the Senate

llRegOl’"t 479, Part 3, p. 4‘0

_ 1200ngressiona1 Record, 77 Cong., 2 sess., 88:3704
and 4081. :

11hid., p. 3696..
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Small Business Cémm;ttee in this area thereby giving it
‘itskfirét faVQfable'publicity.14 No one attacked the actual
freeze or rationing of autcmobiles'since they were convinced
tﬁat_thistéction‘Was,necessary'as the nation geared for all-
out war prbdﬁction, yet the work of the Committee to insuré
that the blow,was:equalized and not made more damaging than
neceésary to the small auto dealers of the nation apparently
did much to increase its prestige among small businessmen.,

G.J. Seedman, President of the American Business
Congress, '"the most influential small business organization
in America" stated in support of the Murray Committee that
National AutomobileAAssociatibn.Dealers'figures six months
after the rationing order £ook effect showed only a seven
:percent mortality rate among auto dealers instead of the

15

fifty percent rate they had predicted; The swift action
by the Committee through Senate Bill 2315 had generated
the first real signs of support from that nebulous business
community it had been trying so hard to woo.

While the members of the Senate Small Business

Committee were definitely sympathetic to the problems

14New York Times, 2, 7, 10, and 11 January 1942.

1";New Republic, 2 October 1942, pp. 467-468. The
American Business Congress had been called "most influential"

by the Saturday Evening Post and was quoted by Seedman in
~his letter to the New Republic.,
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confronting automobile dealars andvothers caught up in the
) turmoil caused by the shift to a wartime economy, they made
“;it abundantly clear to all concerned that they were not out
toiprevenﬁliqdividual'business'casualties but only intended
to soften thé blow and enable small concerns to assume a
portion of the war production effort, Even in the hearing
to in§estigate the problems facing the automobile dealers,
Senator Henry Cabot Lodge of Massachusetts asked Cargile of
" the National Automobile Dealers Association if there was any
possibility for using the car dealers' repair and machine
shop facilities in the execution of defense‘subcontracts.

With the war becoming more real every day, many
Senators developed the attitude that just as there must be
casualties on the battlefield, so there would be inevitable
casualties in the economic sector as well. The fear that
 _mén'1ike'Mnrray-had was that by making ;n all-out: effort
to defeat the eﬁemy abroad, tﬁe free eﬁterprise system would -
'Jbe detroyed at home. A bit of doggerel was read into the
.‘minutes of the hearing on Retail Automobile Dealers which

had been printed previously in The Saturday Evening Post.

It read:

1 .
6U¢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), p. 527.
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Big business has become immense
Because of contracts for defense;
And little business, thanks to Hltler,
Is definitely getting littler.
Senator Harry S. Truman of Missoﬁri, who like
- Lodge had-béén one of the many concerned legislators
attending the hearing commented:
That is just as true as can be. Big business

is getting bigger, and little business is going

out of business. We are all going to have to

make sacrifices in this situation, and everybody

has a different situation. But it seems to me

your situation and that of the farmers of America

can be worked out on a gradual basis so as to

keep you in business and keep the country running.

Because what is the use of saving the country if

we don't have anything left when we do save it? 17

The relative success that the Committee’achieved in

the adoption of its proposals concerning automobile dealers
.proved to be short-~lived when the Committee moved on to
the problems faced by independent tire dealers. ‘Hearings .
conducted in March, 1942 resulted in a legislative proposal
(Senate Bill 2560) which was tabled as soon as it was sub-
mitted and then was not re~introduced for the remainder of
the year.l8 In 1943 another attempt to revive the bill was
tried but it too failed to gain more than token support

since'the constitutionality of the proposal was very much

in doubt from the beginning. Still, certain recommendations

* |
=
"1bid., p. 565.

1806ngressionalvRecorg, 77 Cong., 2 sess., 88:0125,
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made by the Senate Small Business Committee as a result of .
its investigatibnsAwére adopted for implemgntation by the

_presidentially~appointed Baruch Committee which was formed
'f}ﬁﬁécificaliy toldeal with the rubber shortage.lg
| ‘The tire problem was precipitated by the lack of
" erude rubbef created by enemy takeover of Far Eastern
suppliers and the fact that no suitable substitute for rubber
héd yet been commercially developed. As the Committee
studied ?he“resulting tire shortage, it saw a need to encourage
the survival of the approximately 60,000 independent tire
dealers and service stations throughout the_country who were
the only‘ones the Committee found to maintain consistently
a distributionvsystem for the sale of tires and who especially
catered to servicing, repairing, and rebuilding tires.
These latter functions were considered to be of vital
.iﬁportance to the rubber conservation program;zo

In addition to the independent tire dealers, the

| Senate “Small Business Committee found that two other sources

for tire distribution existed. These were through the

19U.S..Senate, 78 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Report 12,
Part_1 (Washington: Government Printing Office, 1943),
p. 8. '

'ZOU.S. Sehate, 77 Cong., 2 sess., Speciai Committee

to Study Problems of American Small Business, Report 479,
Part 4 (Washington: Government Printing Office, 1942),
P 50 .
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corporate chain sfores such as Sears or Montgomery Ward and
through tire and rubber manufactureruownedlstores 1ik§
"’Figestéﬁe and the General Tire Company. These dealers were
ﬁéé hurt by the rationing of tires; the Committee believed,~
since chain stores handled many other items and could absorb
the loss in revenue created'by,thé rationing of tires and
the rubber and tire manufacturers had'recei&ed a large volume
' of government contracts which more than compensated them for
the loss of tire gales.21 |

Basically, what the Senate Small Business Committee
recommended in Senate Bills 2560 (1942) and 1122 (1943),
néither of which won the approval of Congress, was that all
distribution of new and rebuilt tires and tubes be handled
through independent tire dealers. This special treatment
they believed to be justified since other tire dealers did
tﬁéir major business in different items while the independent
tire dealers depended upon tire sales for their subsistence, 22
For purposes of the legislation, independeht tire dealers
were defined as any persons engaged in the sales and ser~
vicing of tires whose primary business consisted of oné or
more of the following: selling or servicing (but not

manufacturing) tires, automobile or automotive equipment,

2l1hig., p. 2.

221pid,
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seiliﬁg motor vehicle fuels and 1uﬁricants, or repairing,
recappiné, or retreading tives, 23

One of the biggest changes in policy which resulted
féém tﬂé Cémmittee héarings on tires was the adoption by
the Baruch Rubber Committee of the proposal that the recapping
of an old tire not necessitate the use of a tire rationing
card.24 The fact that it was the independent tire dealers
wﬁo did the vast majority of recapping meant that in some
ways the tire shortage had actually worked to théirr

advantége.zs

The tire sitﬁation was a complex one, even more
involved than that of the automobile dealers. Once the
President set up an independent rubber committee with a
Rubber Administrator appointed to supervise the shortagé,
the Senate Small Business Committee seemed quite relieved
to turn their attention to other, more general, and seemingly
‘less complicated topics. While their investigations did
. enéble them to make important suggestions which were later

carried out, in part at least, by the Rubber Administrator,

2 - ’
SIbldl, pc 75

24U.S. Senate, 78 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 19, Tire

Dealer and Rebuilder Problems: II, Hearings (Washington:

Government Printing Office, 1943), p. 2537.

ZSIbido, PP 2636"'26370
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the Committee had neither the time, interest, nor background
knowledge.to delve more deeply into an area of such uncer-
tainty. ' The dubious.legality of their proposed rubber
,fiegialationAfurther indicated that it was intended more fq

- appease thé_tire dealeﬁs than to actually change government
_poliéy to allow pfeferEﬂtigl treatment in the distributién
of tires..

While other itéms were also in short supply or rationed,
the Senate Small Business Committee did not again consider
legislation to deal with particﬁlar situations. The Committee
did, howeVer; proceed with its hearings into specific matters,
and through these hearings, in which small business repre-~
sentatives were brought face~to-face with officials from
the OPA; certain accommodations were sometimes reached.
'Hearings were‘held in April, 1943 on the rationing problems
donfronting the baking industry and in June the Committee
considered the problems facing the poultfy and livestock
distributors and dealers which were occuring because of
rationing orders in those commodities. Although the
Committee served primarily as a source oflsympathy for fhe

livestock and poultry dealers, the independent bakers were
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'_Able to reach an accommodation with the OPA which allowed
their préductioﬂ of bread actually to inorgase.?é

At the same time it Wasvinvesﬁigating ways to aid
66élefs invnétioned commoditieé, the Senate Small Business
'Committee was also putting together a comprehensive proﬁosél‘
aiﬁeﬂ at insuringfsmall business participation in war
production. On March 31, 1942, Senator Murray offered
542250, variously known as the Murray-Patman Act (after
the Chairmen of the Senate and House Small Business Committees),
or the Smaller War Plants Act.27

In a béckground report submitted by the Committee on
February 5 of that year, the fundamental difficulties facing
small businesses were assessed. The major problem the
Committee saw was that of procurement and the fact that the
Office of Production Management (which became tﬁe War
froduction Board), the Army, Navy, and Treasury all préferred
to deal with large businesses rather than smaller concerns
which were thought to be less reliable and more inefficient
in fulfilling defense conitracts. Because most of the

individuals in charge of procurement for these agencies

6 . , ,

; 2 U.S. Senate, 79 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Report s
Part 1 (Washington: Government Printing Office, 19455,
PP 2527, l

27CQngressiQnal Record, 77 Cong., 2 sess., 88:3225-6.
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had always been associated with big business, the Committee
believed the only way to assurefair treatment for small

1aﬁt$ and to utilize fully the productive capabllltles of

3‘the natlon ‘was 'to create a board having centrallzed power

to directly represent the interests of small business.28

The Committee belieyed there was a very real danger
.:ﬁhatﬂun&erzéhe pressufé,for‘an éli—out war effort, productioﬁ-
:>w¢uld be administered so as to cause needless and 1rreparable
lgdamage‘to small'buslness. The examples of the tire and
'autOmObile freezes were cited in which the decisions of one
adminigtfator had thg powgr‘to destroy thousaﬁds of business
Hconcefhskliéerally overngght. Representation for small
business on’ pollcy-maklng boards as a check against ill-
'considered declslons was deemed essential if sm#ll business
Was'to.survive the war intact. The "dollar—a-year" mén
who.héd comé to dominate various government agenéies;during
the war and-who were all representatives of big business
interests had no counterpart among small businessmen. Whil¢
small businesses could not support their own "ddllar-aéyéar"
men, the Sénate Small Business Committee wanted to insure

, : : : 29
that they at least had a voice within the government.

28U.S. Senate, 77 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Report 479,

Part 2 (Washington: Government Printing Office, 1942), pp. 9-10.

291pid.
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During its hearings in Decémber, 1941, the Committee
heard testimony from-Stacy May, Chief of the Bureau of
Resaargh and Statistics of the Office of - Production Management.
:U‘Hié figuresgindicated that there was a whdle level of indus~-
trial éapacity in~thevﬁation that had not beeﬁ'touched for “
'military productién.so Floyd Odlum, Director for the
Division of Contract Distribution and himself an example of
the inroads big business had made into government éirclés,
substantiated this finding by stating that at léast 20,000
more manufacturing plants could be brought into the war
production effort. This would mean that approximately one-
quarter of all small manufacturers could convert completely
to the war effért, while another one-fourth could be partly
adapted.si |
Alﬁhough most people agreed thht a vast untapped
resource of war production was to be found in the small
businesses of the nation, few were certain about how it cpuld'
best be utilized. And while the doubt remained unresolved,
more businesses were forced to close their doors due to a

lack of critical materials and other war-~-related problems.

20 : | .
3.U.S. Senate, 77 Cong., 1 sess., Special Committee

to Study Problems of American Small Business, Part 1,

December 15, 16, 17, 18, and 19, 1941, Hearings (Washington:

Government Printing Office, 1942), pp. 17-20.

3lipid., p. 232.
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Dun and Bradstreet figures for the first year of the defense
program indicated that bankruptcies of small businesses had
-:increasedAdramatically over those 6f'1939 while the rate for
big busineés‘failures during the same period had plummeted.3?

This_evidence was considered to be even more damnihg
when compared tovthe‘figures presen@ed by Stacy May which
showed that fifty-six of America's 184,230 manufacturing
companies were a*arded’seventy—five percent of all Army and
Navy contracts. The remaining twenty~five percént of the
defense contracts were distributed among'about 16,000 prime
contractors, Thirteen billion dollars had been spent or
_allocated bﬁ‘the government for plant expaﬂsion for big
business but no consideration had been given for the expanion
of small business.’

Presidential efforts to include small business in
éhe'War effort had élso_been thwarted. Roosevelt had organ-
ized the Division of Contract Distribution in the OPM in an
attempt to help small business during the war but it too
proved ineffective just as its predecessors the Defense
Contract Service and the Office of Small Business Activities
had'also failed. The Committee believed that such attempts

to aid small business would continue to prove unsuccessful

32_ .
Ibid., p. 114.

Reg ort 479; P_a._!'t}_, PP. 6""7.




40

as long as small business represenﬁ%tives were ohly a
powerless part of thé Office of Production Management domi-
“natéed by big business interests. With the férmaﬁién’of'thé_
waf Production Board and th¢ centralization it brought abéut
in the administration of wartime production, the Commiﬁtee*
believed prOgress:waa being made. Yet, if small business
was to be protected, tﬁe Committee felt adequate représenta—'
tion of its interests on the WPB was essehtial.34

Senate Bill 2250 was introduced in the Senate by the
Small Business Committee in an effort to deal with this lack
of representation given small business both in wartime
ﬁroduction; and more importantly; in the decision-~making
which affected that production. Section I gave additional
authority to the Chairman of the War Production Board and
made it his duty, through an appointed deputy, to mobilize
aggressively the productive capacity of all small business
concerns and to determine how they could be most effectively
used to augment war production, Section II gave power to a
Smaller War Plants Corporation (Section IV).to encourage
small business through the granting of government contracts.
Section ITI provided that the chairman of the WPB would
gather information about the capacity of small business for

war production. This was to be ahoamplished by making

341bid., pp. 9-10.
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inventories of existing goeds, dirécting the atténti@n of
government offidiais‘té the productive capability of small
piants; and providing for the'letting of subcontracts by prime
contragtors,‘ Additionally, he was to encéurage thréuéh
_govebn@ént’contracts the conversion of small plants to war
production, and gﬁo#;de through the Smaller War Plants
~ Corporation and the Reconstruction Finance Corporati6n the
necessary funds for this qanveréion. Finally, the measure
prpvided fof the creation of the Smaller War Plants
Corporation with a capital stock of $106,006,000 (1ater
increased to $150,000,000), This corporation was to be
staffed by experts in small business management, engineers,
and others who could make a study of small businesses with
:the idea of bringing them fully into the wartime economy,
enabling them fo get government contracts, and by so doing,
sﬁeeding up the production of war materials, The Smailer
War Plants Corporation would not itself engage ih manuf acturing,
It would merely act as a prime contractor, letting sub-
contracts to smaller concerns. Additionally, it would
fihanqe the expansion of small businesses to enable them to
produce war materials more efféctively.zs
Senator Murray indicated in introducing the bill

that at first the idea was to havé the RFC finance aid to

essienal Record, 77 Cong,, 2 sess., 88:3225-6.
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small business, but it was finally decided that it would be
more effective, and quicker, to let the Smaller War Plants
Corporation handle financing as well. Collection of loans

'”3made Sy the SWPC would revert to the RFC, however, since it

valreédy5had thé machinery set up to handlé:repayment.sé

"Thg bill.ﬁas also designed to béhefit those plants
wishing to convert t& essential civilian production, especially
'rtg,aid them in bbtaining eritical raw materials needed for
thair-opeféﬁions. It did not address the probléms confront-

ing the small distributor or retailer, however, as became

all too clear in the months following implementation.37

Senator Murray led off the debate on Senate Bill
2250 by saying:

I am sure that the problem of small business in
the nation is the most serious problem affecting
the country, because if we permit small business
to be destroyed, we shall destroy the American way
of life. Our democratic system was founded upon
small business enterprise, and if it shall be
wiped out, and if the whole field of business
endeavor shall be taken over by the big monopo-
listic concerns of the nation, then we shall have
a totalitarian system, we shall have communlsm
or facism,3

301pid., p. 3226.

37This problem will be discussed more fully later.
See page 46 for additional information.

3BCongressg:ongl Record, 77 Cong., 2 sess., 88 3227.
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Perhaps the biggest question raised against Senate
Bill 2250 came from Senator Harry F. Byrd of Virginia, He
was cogcerned about a provision which wou;d allow the Smaller
War Plants,Corporation to "puréhase or lease such land, éo
. .o o .'build, or expaﬁd such plants." He felt the probleﬁ
might be that thefe were already too many small businesses
and was concerned that under the provisions of the bill even
méﬁe marginally productive enterprises would be built.
Senator Taft answered this objection by pointing out that
even proposed construction was no more than what the govern-
ment had alreédy done for big business. Why should not smaller
concerns have the same privilege, he asked.39
Another minor debate centered around whether or not
the SWPC should have financing powers. Several Senators
believed that this power should remain with the RFC.
S;nator Prentiss M. Brown of Michigan (who later became
Director of the OPA after his defeat in a senatorial campaign)
pointed out that under the provisions of the proposed bill,
money would be loaned on the basis of whether business pro-
duction would be advantageous to national defense. This was
not true of the RFC which based decisions on whether the
business was reasonably assured of repaying the loan.

, _
Senator Bennett Champ Clark of Missouri furthered this line

?lﬁii-, pP. 3229~3230.
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;'of feésoning by pointing out that the bill would remedy
the problem of émall‘business not being able to bid on
contracts because they could not get funding, and not being
ﬂ ablelto»géﬁfinancing,wiﬁhont being assured of a bid. Tﬁg
vvicioué.cyélé created between the War‘bepaftment and the‘”'
RFC would be eufed by the Sialler War Plants Corporation,
- he thoughts40
After other genefalized discussien on the measure,
Senator Miurray proposed an amendment providing for penalties
-for misuse of the provisions‘éf‘the bill. Senator Brown
offered an amendment authorizing the War Department and the
Department of the Navy to participate in or guarantee any
loans made pursuant to the Act. The Senate adopted the
Aamendmenté and on April 1, 1942 passed the bill without
dissent.4l
The companion House bill provided for the suspension
of anti-trust laws for the duration of the war in addition
to thé.éropdsals confained in the Senate version. This
stipuiapion angetred  Senator Robeirt M., LaFollette of Wisconsin
who found i% ironic that such a trider should appear on 4
measure desighed to aid small business. He moved that the

bill be returned to conference until this discrepancy could

401bida, pp. 3258-3230.
H1bid., p. 3274.
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| be worked out and on May 27, 1942 the Senate aghéed to
LaFollette's motion,42

When the conference report was submitted on June 4,
ﬁéﬁeQér, it,étill"allowed the Chéirmgn of the War Production
fBoard aiﬁosivexclusive authority to suspend anti-trust 1aws}
witﬁ reépect to agfeements and prbéedures necessary ‘to the
Waf effort. The ohly mddification_which came out of confer-
en?e was that the Chairman of the WPB would be required to
consult the Attorney General. He did not, howeQer, have to
ask his permission.fOr any actions the WPB might undertake.
At the end‘of the war, the Chairman, at his own discretion,
would withdraw his orders and allow the anti-trust laws to
again take effect. With only'minimal debate, the Senate
_immediétely agreed to the conference report and the Smaller
War Plants Corporation was created.43“

The Smaller War Plants Corporation under -the
direction of Lou Holland soon encountered difficulties in

44

getting organized and in providing aid to small concerns.

Iﬁ“Obtober, an article in Business Week suggested that

4200n,ressiOn'l Record, 77 Cong., 2 sess., 88:4608.

431pid., p. 4877.

44Holland had been the organizer of a 32-~company pool
in Kansas City which had been formed to obtain Navy defense
contracts. He served as first director of SWPC but his
success in government was not what it had been as a privaté
businessman and he was soon replaced. See Business Week,
18 July 1942, p. 7 and 16 October 1943, p. 15. -
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perhaps Holland was intimidated by the amount of money he
had at his disposal;‘ The magazine also speculated that:
 possibly Holland can't be cr1t101zed Ffor assuming
- that there is no lack of riders for a gravy train, but
the champions on Capitol Hill are becoming dissatis-
fied with Holland'!s deliberate policy. Senator
Murray, Chairman of the Senate Small Business Committee,
has. been preoccupied with getting re-elected and
Murrayfs committee reégards SWPC as its baby, conse~
quently doesn't want t6 spank it too soon. But _
Senators Mead, Ellendeir, Stewart and others are now
urging Murray to put SWPC on the carpet.45
Business Week went on to discuss the serious problems
facing the nation'!s retailers which provisions of the Smaller
War Plants Act completely ignored. It quoted a Commerce
Department forecast which predicted a net contraction of
300,000 retailers by the end of 1943. The Senate Small .
Business Conmmittee had not taken so pessimistic a view; it
‘suggested, probably_because there was no strong retailers
lobby in Washington to convince them otherwise. Instead,
the Committee seemed to feel that by tightening their belts
along with continued pressure on OPA to puncture ceiling
prices and the WPB to route greater quantities of materials
into civilian channels, the wholesalers and retailers of the
nation could survive the war, if not unscathed, at least
virtuélly intact. The article closed by saying that "“this

disinterested, if not cool attitude in Congress to the

45 . . ) , .
5Bus‘:.ness__Week, 10 Oetober 1942, p. 20.
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;‘plight of retailers is expected to change very quickly when
the casualties begin to mount."46 That the Committee's
approach'to the problems of'réﬁailers did not change markedly
vbeépeakS;tﬁé success éhaf theié pressure on the OPA and WfB
_achievéé.

In investigating the price ceilings and standardiza=
‘Z.tibh orders issued by the Office of’PficexAdministration in

1943, thé-Senate Small Business Committee served primarily

B as an arbiter between small retailers and distributors and

the OPA, Although they may have wanted to play a more
aggressive role in the protection of small retaiiers, an
exéhange between Senator Wherry and J.K. Galbraith represent-
ing the OPA during a Committee hearing in May, 1943 indicated
that choices were extremely limited and that all options had
both pros and cons, some which might hurt smaller concerns
even more than others., The discussion concerned criticism
1evéled against the OPA by representatives of small retail
establishments for its orders standardizing the making of
rayon hoisery and forthcoming proposals to standardize
various other commodities. This standardization order

‘which would virtually do away with bran& name identifications,
was to be coupled with price‘céilings for the various»items.

In an attempt to aid the small retailers in buying articles

467144,

nca———"
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from manufacturers in competition with chain stores who could
easily absorb all productlon and thereby completely undercut
lthe independents, the OPA had set price . cellings for inde-

“ pendents hlgher than for chaxn stores. What this meant_was
- that: the small re%ailer ébﬁld then offer the manufacturer
"more for his product than cauld the chain store, and this

p*ice differentlal wduld théreby enable the independents to
purchase‘goods théy might not be able to buy otherwise.

What the #etailers and €the Sehate Small Biusiness Committee

briticiZéd, however, was that this policy virtually assured
the féct that‘é;cusﬁomeb wéuid either pay more for his pur-

_ chases from an independent retailer; or that the retailer,

in an effort to compete with the chain stores; would have to
sell the merchandise at a loss.

Dr. Galbraith replied that the complexities of the
market sysfeﬁ prevented other options: He explained that
while the OPA had established ceilings for the purchase
bof commodities, theire had been no attempt to set minimum
prices. He saw the possibility that this might even work
to the advarntage 6f the ihdepehdeiit tetailer: If the
independenit retailer weie able to obtdin his merchandise for
a few cetits over what the thain storss paid, he would still
be able to sell those goods competltively, especially in smaller

communities in whieh chain stotes had not made significant



49 .
- inroads,'he afguéd;‘ The crux of the problem was in obtaining -
ia,bélance between the conflicting segments of the economy.v
“What the OPA had attempted to do as Galbraith explained was:
- to také_the situation as neérly as poésible as |
-we find it, making only those changes which are
necessary in order to keep the order down to a
" reasonably simple form. The more you elaborate
-and the more allowances you make, of course, the
more complicated thg order becomes.47
Galbraith summarized the choices available to the
OPA'in estéblishing ceiling prices. Since chaih storés were
automatically able‘tovsell products for less than independents
they could have set prices high enough for independents to
be happy. IhisFWOuld have served to give the chain stores
an added margin of profit. If, on the other hand, the'OPA’
had set prices which were realistic for chain stores, smaller
retailers would have been unable to make a profit and wpuld
have been forced out of business enti;ely. The third choice
was to establish two ceilings, even though this_but the
.price differential ciearly'into public view. The OPA,
however, believed this to be the leastvof the three evils.
The price freezing that had been uSedvpreyioﬁsly cleariy

benefitted those businesses and/or communities which had

lower prices at the base date while it encouraged dealings in

47U.S‘. Senate, 78 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 22, Price
Practices of OPA, Hearings (Washington: Govetrnment Printing
Office, 1943), pp. 3001-3004.
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; b1ack'market acti§ities. This problem had become acute in
the'meat and pouitry:mérkets and by setting new price ceil-
ings the OPA was attempting to'correct past mistake$.48

Thé_biggest disparity between points of view held
by the OPA>hﬁd the Senate Small Business Committee resulted
from the fac£ that'they had cntircly different interests to
protect. The OPA, as.Galbraith pointed out, was set up to
pﬁotect the consumer, while the Small Business Committee,
although not insensitive to the needs of the consumer, was
primarily interested in the welfare of small businesses.
The conflict thaf resulted was not resolved until 1946 when
President Truman finally dismantled the OPA.49 That the
Committee did not become more deeply involved with the
'policies'of the OPA dpring the early war years can partly
be attributed to the fact that other matters, particularly
wartime production, took priority. The change that occurred
- during later years can be at least partly attributed to the
more ‘prominent role Senator Wherry came to play on the
Committee.

Wherry_and Tom Stewart were members of the subcpmmittée

,on. complaints which came to do the majority of work dealing

48£§$Q., pp. 3007-3008.

49The problems encountered when price contfols were -
ended only illustrates this disparity as shall be discussed
‘more fully in Chapter IITI,

i
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with price regulation. Other Committee members, and
especially Senator Mﬁrray, were more involved with small
manufacturers,-particularly in the mining industry, and
iafer'in reconversion and the postwar broblems of small
enterpriseé.‘ These différences in emphasis were perhaps
not so surprising'ﬁhen the backgrounds of Wherry and Murray
are compared. Aside from the obvious party differences,l
both would seem to have much in common coming as they did
from Nebraska and Montana, both western states with rela-
tively small urban populations. AWherry.was a small town
retailer while the businesses Murray was familiar with as
a long time resident of Butte, the copper capital of the
nation, were of an entirely different sort.

The biggest difference between the views of Murray
and Wherry were, of course, political. Murray was a New
Dealer and a cdmmitted liberal. He was a strong supporter
;ofllébor.in his position as Chairman of the Senate Committee
on Education and Labor and he was oné ofithe most vocal
supporters of anti-trust activities after the war. Wherry,
on the other hand, was consngativé and somewhat provincial
-in'hisAoﬁtlook. He saw the threat of big governmént'to be

as bad as that of big bpsineSs since there was no force to



réguléte government if it became too strong.so In
December, 1945 a series of hearings to investigate the

| impaéf of price controls ahd stabilization policies on
;i éméll>businéﬁ§ were conducted, As will become even more

.lappareht'in-Chapter III; Senators Murray and Wherry had
eﬁtireiy différent:goals in mind when dealing with the
voffiée of Price Administration.

The conflict over military production versus essen-

‘tial ecivilian production was another area in which the
Senate Sméll Business Committee was unable to provide clear
guidance. Although the Smaller War Plants Corporation was
‘authorized.to aid concerns.deaiing in those essential
’civilian commoditiés, no one was able to provide a good
definition of what exactly they might be. All were agreed
that food, clothing, and shelter were examples but whgt
"about cars for workers to get to factories, or household
"conveniences" for the increased numbers of working women?

General Robert W. Johnson,s1 who took over as director of

SoThis information was generalized from H.A.
Dalstrom, "Kenneth S, Wherry," (unpublished Ph.D. disser=-
tation, Department of History, University of Nebraska,
1965); "James E. Murray," Who Was Who in America, Vol. IV,
1961-1968 (St, Louis: Marquis, Inc., Von Hoffman Press,
1968), p. 691; and New York Times, 24 March 1961,

Slﬁohnson was on a leave of absence from Johnson
and Johnson for the war's duration. He served as an Army
-Procurement Officer prior to assuming the post as director
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SWPC from Lou Holland until the conflict over reconversion
forced him to resign; summarized the difficulty when he said
that "when women have to stay home to do the famiiy.washing
Z?éthéf than go to work in a defense—related‘joh], a washing
,mgghine-becémes as importént as a bcomb‘er,."s2 While this-
might héve been ah'exéggeration, it did illqstrate'the'many
qonflicting priorities that the War Production Board had‘to
" consider when making decisions. If war needs and civilian
coﬂsumer_neéds had been the only considerations, the task
would stillihave been monumental, but what the Senate Small
Business Committee was asking, additionally, was that all
these needs be fulfilled while at the same time helping
sméller businesses survive and compete. This conflict
ﬁecamé even more pronouncéd-in 1943-1944 when the Committee
attempted to make plans for reconversion from the wartime
economy to a postwar one.

Fioyd Odlum, in early testimony before tﬁe Committee,
héd attempted to push for a division in the economy whereby

large manufacturers would handle war supplies while small

of SWPC. See U.S. Senate, 77 Cong., 2 sess., Special
Committee to Study Problems of American Small Business,

Part 10, Smaller Concerns in War Production: I, Hearings
(Washington: Government Printing Office, 1942), p. 1132,

32pusiness Week, 16 October 1943, p. 15.
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businesses would supply essential civilian needs{ss ‘This
suggestion had been discarded in the formulation‘of,the
Smaller War Plants Corporation plan, yet in a statement

- befbre the Committee on October 15, 1942,'Lt.rGénera1 Brehon
_B;_Somérvell, Commahder; Supply Services, War Department,
indicated that even so this idea was still very much alive
amang.procurement officers. He summarized the policy of the
“War Department which, although it called for spreading the
production load over the broadest possible base, nevertheless'
specified that simpler items were to be placed with smaller
maﬁufaéturers to ailow-more capacity for production in the
larger plants. It also stipulated that existing'production
lines were not to be slowed down or stopped in order to
piace the work with smail pl;nts not then having war work.54
Although the Committee investigations coupled with the
 ’aé£ivities of the SWPC gradually increased the numbers of
sméll.conCGrns engaged in war production so that by December,
1942 Somervell could boast that sixty-five percent of all

Army contracts were with small businesses (plants employing

53U S. Senate, 77 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 1,
18 and 1 1941, Hearings (Washlngton‘
Government Printing Off1ce, 1942), pp. 206-210,

54U.S. Senate, 77 Cuong., 2 sess., Special Committee
to Study Problems of American Small Business, Part 10,
Smaller Concerns in War Production: I, Hearings (Washington:
Government Printing Office, 1942), pp. 1175-1176.
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500 people or less according to the geﬁeral's definition);ss
the unresolved dﬁestion was still who shou;d get which
scarce materials to produce what commodities?

Seﬁator Murray gave a succinct stétement of the
scarcity problem when he made an opening remark to a hearing_
conducted on January 13, 1§43 on critical, strategic, and
essential materials. As he said,

It is generally acknowledged that one of the
biggest obstacles to the fuller utilization of
smaller plants in war production is the shortage of
steel, copper, aluminum, and other basic metals
which constitute the life blood of the war indus-
tries. . . . This Committee looks upon the thousands
of small mine operators as part and parcel of the
small business enterprise of the land, which must
participate to the fullest extent in the war effort.
‘Operators of small mines have testified before this
Committee to the effect that the War Production
Board has failed to help them expand the production
of essential materials., At the same time the war
construction program has brought about an over-
expansion of plant facilities which cannot be fully
exploited because of a shortage of strategic metals
-and minerals.>

In a statement before the Committee, Harold L.
 Ickes, Seéretaryiéf’the:Interior, called for the utilization

of low~grade ores even if that meant increasing the price

55U S Senate, 77 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Part 11,
Smaller Concerns in War Production: IT, Hearlngs (Washlngton.
Government Printing Offlce, 1943), p. 1485.

56U.S. Senate, 78 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 13,

Critical, Strategic, and Essential Materials, Hearings
(Washington: Government Printing Office, 1943), p. 1801.
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ceilings on the metals involved so‘that the added expense

involved in'mining them would be justified.57

He coupled
this suggestion with others involving the use of technological
'bféékﬁhroughs and with.having brocessing plaht8'60~1oca£ed
with the mines to decrease transportaﬁion costs.58
In Februafy, 1943, Murray received‘increased sqppbrt

vfor his interest in critical‘aﬂd strategic matérials_with
the appéintment to the'Commiftee of James G. Scrugham, an
ex-engineer from Nevada who had previously been a strong
 supporter of mining interests as a member of the House and
had received warm praise from Ickes for his work there.>?
ﬁ, Dougléss'Buck of Delaware was also an engineer and a
wélcome addition to the Small Business Committee.60 These
:two men composedbthe newly~-formed subcommittee on the mining
and minerals industry.

~ During April and August, 1943, this new subcommittee
conducted a series of field hearings on critical strategic,

and essential materials. Although not officially a member of

57Ibiga, pc 18210

58Ibido, ppo 1819"18209

591bid., p. 1821.
60 ] )
U.S. Senate, 78 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 26,
Critical, Strategic, and Essential Materials: III, Hearings
(Washington: Government Printing Office, 1943), p. 3291.
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'this'subcommittee, Murray continued to be very involved
with this'subjeét and conducted the August fie1d hearihgs
-personally. (That the Senator‘Was also seeking re-election
and that the‘hearings_he conducted took place in Montana
gives added insight into Murray's interest.)
~ Although these investigations also resulted in
several pieces of legislation of a technical nature to benefit
smaller mine owners, the biggest contributions had nothing
to do with legislation. Instead they served as a catalyst
between the mining industry and government agencies. As
Prentiss M. Brown, successor'ﬁovLeOn Henderson of the OPA
told the committee:
This office has reviewed carefully the digests

of the field hearings during April before your sub-

committee on mining and minerals industry, which

you have been kind enough to make available for

our use. . . . In reviewing the measures taken

since that time under this program, we find that

at least six of the operators, who indicated to

your committee a need for higher revenues, have

already been assigned special copper quotas,

yielding premiums in addition to the premium of 1

five cents per pound of copper formally available.
Thus it was that by allowing the smaller concerns of the

nation to voice their views publicly, the Committee was

able to bring about concessions in many areas, Moreover,

61U.S. Senate, 78 Cong., 1 sess., Special Committee
to Study Proublems of Américan Small Business, Part 29,

Critical, Strategic, and Essential Materials: VI, Hearings
(Washington: Government Printing Office, 1943), p. 3836.
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‘even'when concessions were not fofthcoming, the very_fact
that someone in Washingtbn was actually listening to them
apparently did wonders for the morale of small businessmen,
John T. Sullivan, a businessman from Helena,'Mbntana summed
up this attitude at the end of a small business field
hearing when he said:

I think we should pass a resolution thanking Mr.
Daughters /the special consultant to the Senate Small
Business Committee/ for his cooperation and also
thanking Senator Murray. I think his taking up the
cudgel for the small businessmen is one of the finest
things that has been done. I think thg way he is
following through is very commendable . 92

In the rush to take on wartime problems, legislation

attempting to reduce the mountain of government reports re-
quired of small business almost became lost. Although the
proposal, known as the Federal Reports Act, was submitted
before Pearl Harbor, the priority of the war shifted it to

.a secondary position. It was not reconsidered and passed
until December 11, 1942, Even so, the Act did recognize

an increasingly burdensome problem faced by small businessmen
particularly, and in many ways this legislation proved to

have more‘lasting‘results than did other measures dealiﬁg

with more transitory situations brought about by the conflict.

2U.S. Senate, 77 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Part Small
Business Conference, Helena, Montana, Hearings (Washington:
Government Printing Office, 1942), p. 654.
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The measure provided that information needed by the
JgoVernment was to bé obtained by imposing the minimum burden
‘upon business enterprise (particularly small business) and
‘ét a mihimum,cost to the government. All unnecessary dupf
licatibn of effort in obtaining information through reporté;~
questionnaires, eto. was to be eliminated as rapidly as
possible. In order to carry out these objectives, the
Director of the Bureau of the Budget was empowered to:
1) investigate the needs of various agencies for reports
from the public and from other government agencies; 2) in-~
vestigaﬁe the methods used to obtain the information; and
,3) coordinate as soén as possible the reporting services
of all such agencies to reduce the cost to the government
and the burden to the public such reports caused. What,
in effect, the Act did was to force government agencies to
furnish information to each other when that information
was not of a confidential nature.63 Ease of reporting for
business concerns, along with passing references_to govern-
ment economy,; was considered more important than decentrali-
zation of statistical services into each department of
government, Decentralization of information-gathering
functions was still allpwed, hbwever, as 1ong as coordination

existed to prevent unnecessary duplication.

63 o
‘Report 479, Part 1, pp. 3-4.



60

Thbeé years after the passage of the Federal Reports
Kct, the Senate Smail Business Committee assessed the'progress
ithat had been made. It indicatéd that the problem which.had
'.ééistéd prior to the war had been intensified during the
. war &éars,' Yet-the Commitﬁee believed that the Federal
:Reporté Act had képt tﬁe problem from ballooning. It pqinted
to the fact that complaints concerning government reports
'héd-décreased considerably since passage of the Act. Specific
government forms that had been simplified or discontinued
were cited as were examples in which the frequency ofvinfor-
mation collection had been decreased. It alsp pointed to
certainsinsﬁances in whichvsmall concerns had been complefely
.éxemptéd from reports requirements due to a lack of manpower
vor because they did not comprise a substantial part of a
given industry. Simplification in forms also took place
aﬁd examples were given in which certain OPA forms had been
cut from twenty—threé pages to four pages. Also, concessions
to the way  in which small businesses kept their accounts
were often made so that the government agencies, in effect,
asked the right questions rather than requiring the individuall

businesses to do many recomputations.64

6

4U S. Senate, 79 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Report 47,
Part 2 (Washington: Government Printing Office, 1945),

Pp. 2=~22.,
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Letters of appreciation which the Committee received
from organizations such as the American Retail Federation,
'U.S. Chamber of Commerce, National Assoeiation of Manufacturers,
aﬁd the National Industrial Council indicaﬁe that this wés
one of the most popular measures endorsed by the Committeé;és
-This is understanﬁable considering the lack of oppésition
to the measure, even within the government. No one at the
" time seemed concerned with the consolidation of masses of
information into easily accessible and widely used govern-
ment reports which this law allowed. The coming,of computer
technology probably would have fostered this trend sooner
or 1éter; but it is interesting to note in the light of
later fears over the uses for such staggering amounts of
data in centralized locations thét in the 1940's the only
concern was for increased efficiency.

In retrospect, the years 1941 through 1943 were
busy and productive, yet somewhat chaotig for the Senate
Small Business'Committée. Reacting to the demands of a
. now quite vocal interest group, thé‘Committee ‘sought to
easé the problems of the automobile freeze, the tire
rationing program, and the need to include small manufac-
turers in wartime production. They also delved into OPA

pricing practices, asked importaﬂt if unanswerable questions

6516id.,'pp. 22-23.
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iabout‘militafy production versus essential civilian needs,
aﬁd inVestiggted'govérnmeﬁb poiicies regarding shortages in
»éeﬁtaiﬁ critical materials.

Threé major pieces of legislation were proposed
and passed, Senate Bill 2315 provided reélief for dealers
in rationed commodities and fésulted_frﬁm the automobile
freeze imposed in Janua?y; 1942, Senate Bill 2250 éstablished
the Smaller War Plants Corporation which did a great deal
to insure that small manufacturers wetre also abie to parti-
“cipate in defense contracts. ;Fihally, Senate Resolution
1666, enacfed in December, 1942, atteﬁpted‘to limit the
amount of paperwork required by the government and thereby
redq¢§ithe burden on businesses that these reports created.
:Thé'Comﬁiffeg also served‘as a catalyst by bringing
together small business interésts and representatives of
government agencies which so often controlled_their fate.,
Tﬁeéé facé~to;face-enc6unters sponsored by a group of
Senaﬁors sympathétic-to the needs of small business pfobably'
did more to help'small-concerns survive and prosper than
any amount of legislation could possibly have done. 'No£-
oniy did specific chénges result from these confrontations
betweeti busihessmen and government officials, but because

the goverament officials fealized that their decisions
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might have to be defended at a Senate Small Business
Committee hearing, fhe constraints on their actions which
this realization fostered had'immeasureable, but nonetheless

real, significance.



CHAPTER IIT
THE COMMITTEE AND RECONVERSION

_‘By the end of 1943 and the beginning of 1944, a
definité-change in perspective became apparent within thé
Senate Small Business Committee. With victory becoming
moré certain, the-Committee began to explore the questions of
reconversion and its effects'upon the smaller concerns of
the nation, COntraét cancellations, equitable allocation
éf still scarce resources, and disposal of vast amounts'of
government surplus cdmmodities were all topics which had
tazbe'dealt with as the war wound to an end. The question
of price controls also continued to be important especially
as the post-«war economy developed and the possibility of
inflation became more certain. Finally, the role of the
 Committee itself, and its creation, thé Smaller War Plants
Corporation, came into question as it became more and more
apparent that prosperity,; rather than the feared depression,
’was'to‘follow the war. The conflict which prosperity
inspired 6vér the continued needifor government regulation

of the economy was apparent within the Committee itself in

64
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the opposing views of Senators Murfay and Wherry., This
conflict culminated in the election of 1946 when the
Republicans won a majority in the Senate, and‘Wherry'
,'rgplaced Mﬁrray as Chairman of the Small ﬁusiness Committee.

Tnitial moves toward reconversion began ‘in October,
1943»when Robert W. Johnson resigned as the Director of the
Smalier War Plants Corporation., He had wanted to shift
éﬁaller plants to civilian production since he believed
that the utilization of businesses in the war effort had
reached a saturation point and that by continuing to gear
smaller plants for war work, the process of reconversion
would be made that much more difficult for them. His
suggestions met with violeﬁt opposition from Robert P.
Patterson, Undersecretary of War, and Lt. Gen. Brehon B.
Somervell, Chief of the Army Service Forces. They con~
viﬂcadvDonaid M. Nelson of the War Production Board that
thi# was a totally irresponsiblé attitude to have while
‘ﬁhé nation was still very much at war, so Nelson requested
Johnson's resignation.

Yet.fhis sudden rift was not completely unexpected.
The Smaller War Plants Corporation had had problems almost
from its inception. In a series of closed hearings called

to investigate the effectiveness of the SWPC during the

1Business Week, 16 October 1943, p. 15.
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'fsummer of 1943, the Senate Small BuéineSsACommitﬁee came

to the conclusidn thét drastic changes in personnel and
administrative policy were necessary if the SWPC was to
func?ién aﬁ,all as it had been designed to do. Part of

“the difficulty could be clearly traced to the reluctance

of the War Department to work with the SWPC in developing
the pbtential capacity of small business for particular
péocurement needs., However, the Smaller War Plants

“ Corporation” itself was' also tobiamefor its failure 6

aggressivély aid‘small concerns, the Committee contended.

ﬁas'bftep‘lerlyggaut;ous infits'finapciﬁg poli&ies

ﬁé#ééiqﬁ)}fgggﬁﬁ?@ﬁﬁ;aégiﬁg:péwéﬁs hgd’togkoféep:r
7 pemained wnused. 2 o o

| g Undefooﬁnspﬁ§s{édﬁinistratién? some of ﬁheéé'
';ilﬁ§fiCien§i?s had been cbfrééted and a ﬁefter working rela-

» t'i.ftm‘s'hip

1£h QQVernment proéurement 6fficers was’developed
fperhaps beéause of Johnson's prev1ous ass1gnment as an

Vf:Army procurement offlcer prlor to assumlng the SWPC post.

‘decentralize the Smaller War Plants Corporatlon

U S Senate, 79 Cong., 1 sess., Special Committee

"f'to Study ‘Problems of American Small Business, Report.
" Part Lo Senate_ Small Business Committee ~ Its Record and

“'Ou_look (Wash1ngton° Government Prlnting Office, 1945),

» 3U.S. Senate, 77 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Part 10,

Smaller Concerns_in War Production: 1, Hearings (Wash1ngton~‘
Government Printing Office;, 1942), p. 1132.
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| by setting up foufteep_regional oféices to work directly
with the military prbcurement officers in each area so that
smaller plants in every district could be better utilized.

A fecbrd'cf prime and subcontracts placed with small
"business by the Corporation also showed marked improvement
Vduring Johnson's édministration khile the amount of loans to
small businessmen increased as weli..

Johnson's biggest problem was that he began to think
and talk about reconversion aboﬁt a year beforevényone else
did. By 1944 the Senate Small Business Committee was even
conducting a series of field hearings to get businessmen's
opinions concerning reconversion and had actively_sppnsored
legislation to insure that small business interests would
Vbe protected in a pqst—war economy, but in 1943 Johnson
was slightly ahead of his time.s

The end of the war was becoming ever more apparent
and by 1944 the biggest problem facing business, both 1arge
and small, was created by government cutbacks in defense
contracts. This difficulty was dramatized in May of that
year when the Navy cancelled its contract with the Brewster
Aeronautic Company for the manufacture of Corsair aircraft.

Although Brewster Aeronautic could not be considered a

¥

4Repprt 47, Part I, p. 7-11.

5Ibig.
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small'entérprise, employing as it did 10,000 persons; it
'is interesting to note that in its justification for the
cancellation, the Navy pointed‘out that the Brewster plant.
'.Qéé.the smﬁllest manufacturer deCorsairs'and implied that
“the éanéellation was therefore less "éignificant" than if
it had affected a more major producer. They were also quick
to stress the $180,000,000 this cancellation_would save the
' Névy while assuring the public that defense requirements
would not be impaired.

The initial concern over the Brewster contract
termination involvedAan interesting twist to the iabor
‘question. The United Auto'Wbrkérs staged a sit-in at the
plant, not in conflict with management, but in protest over

the Navy decision.7 In a New York Times editorial, the

question of reconversion was not even raised, instead the
Eimgg argued that labor was being selfish, even unpatriotic,
since there were still plenty of defense jobs which needed
~doiﬁg evén‘if>£hey.allwdid not pay.the‘$1.06 pér hour as
had the Brewster plant. The editorial went on to point out

that the'major effort of the war still 1ay ahead and even

6 . .
New York Times, -23 May 1944.

7Ibig., 30 may 1944 and 31 May 1944.



t.suggeSted that the idea of National Service legislation not
be abandoned simply because the end of the war might soon
be forthcpming_.8

’Thé,broader aspects of the contract termination
_problem as they applied to'business ehterprises were not:
lost oﬁ'Senétor Mﬁrray and'the other members of the‘Senate
‘Small BusineSs:Committee. ‘Although the Brewster Company
wasllocated in.Long'Isiand, the'Committe9 anticipated the
biggest impéct of contract termiﬁation would be félt in the
West sinée‘it had been that region which had built up'most
remarkably in sﬁpport-of the w.ar-effort.‘9 The Committee,
phérefore, decided to hold a series of hearings in the

Western states to assess the problems there first hand and
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-toﬂlet concerned individuals in those states know that their

interests were not being totally ignored in.Washington.

8Ibid., 31 May 1944. National Service legislation
had been discussed throughout the war and, if passed,
would have allowed the government to conscript workers for
war-related civilian jobs just as was done for military
service. ‘

9In 1940, California had only 1,000 people engaged
~in aircraft manufacturing. Between 1941 and 1945 this
figure jumped to 300,000. The Boeing Company of Seattle
employed over 40,000 workers during the war while the Denve
Arms Plant, operated by the Remington Company, and the
Rocky Mountain Arsenal had combined employment figures
in excess of 35,000. See Gerald D. Nash, The American
West in the Twentieth Century: A Short History of an Urban
Oasis (Englewood Cliffs, New Jersey: Prentice Hall, 1973),
pp. 206-208.

r,
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These heérings.were held during July'andvAugust,

1944 in Montana, Waéhington, Oregon, California, and

"']Avizona; In an opening statement to the hearings held.

in San Franciscp, Senator Murréy summarized the problem:

Two months ago the sudden termination of the

Navy Department's contract with the Brewster Aero-
nautic Corporation in Pennsylvania and New York

provided a test-tube example of what will lie
before the country as we approach the end of the
war. The Brewster case has aroused widespread
interest in the problems of reconversion and post-
war readjustment. It has demonstrated the need

- for careful post-war planning if we are to avoid
the development of chaotic conditions. The Pacific
Coast has been selected for special study and con-
sideration because it is recognized that this area
will present a most_serious situation when contract
terminations begin.

These hearings resulted in no legislative program
to aid western small business. In fact, plans to hold
similar hearings in the south nevetr materialized.

One of the best guarantees for the future of small
business, Murray believed, was to insure equal répresentation
for small concerns on government planning boards. In late
1944;2therefore, he introduced a bill which would have
cregﬁed,a Small Business Corporation, an independent agency

with more pOWer'and7authority_than was then possessed by

100 S. Senate, 78 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Part 43,
Developing the West Through Small Business: IV, Field
Hearings, San Francisco, July 31 and August 1
(Washington: Government Printing Office, 1944), p. 5327.
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the Smaller War Plants Corporation. He proposed to increase -
the capitalization‘df this new agency so that it would be
able t0 hand1e effectively any‘difficulties encountered by
fsﬁéller coﬁcerns-during the recon&érsion beriod.ll When
.this proposal was interred in the Banking and Currency
.Committee, Mnrrayis hopes for an'independent small busincss
agency were indefinitely postponed,lz'

The furor created by this seemingly innocuous bill
which only attempted to establish for small business an
agency similar to that already in existence for farmers,
can hardly be imagined and resulted in the first significant
division within the. Committee itself. The opposition to
Mﬁrrayfs bill turned to Segator Wherry for leadership since
ihe, as the leading Republican on the Committee seemed most
likely to support efforts to decontrdl the economy. A
letter to Senator Wﬁerry from DeWitt‘Emory, Presidenf of
the ﬁational Small Business Menfs Assoeiation, an organi=-
zation which had been formed as a result of the Depression's
impact upon smaller enterprises, sﬁmmarized the feeling

of at least some small businessmen:

11U.S. Senate, 78 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Report 12,

Part 4, Small Business Act of 1944 (Washington: Government
Printlng Office; 1944); pp: 2-8,:
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Some members of Congress seem to be under the
impression that the greatest ambition of all, or most,
small business men is to have the Government do their
thinking for them, plan the operation of their busi-
nessés, loan them unlimited sums of money, re-design

.- or develop new products for them, and to place a
field consultant for small business within easy
reach of every small business man in the country.
I assure you that at least ninety-five percent of
the small business men in the United States want
none of these things. . . . Given a fair break on
taxes, on labor legislation and administration,
“on the enforcement of the anti-trust laws, the
small business man can be depended on, not only to
take care of themselves [sic/ but also to provide
employment for more returning service men and women
+than all of the big companies in the United States
put together¢13

An editorial in the Chicago Daily Tribune echoed
these sentiments. Quoting State Representative Fred A.
Livkers of LaGrange, President of the Conference of
American Small Business Organizations, another newly-formed
small business group, the editorial said that small business
did not want another tax-spending government bureau. It
indicated that private banks could easily handle financing
and went on to suggest that Murray's bill would make success-
ful small businesses assume the burden of those businesses
which should normally be doomed to failure because of their

inefficiency or lack of able management, Seeing the bill

13Dewitt Emory to Kenneth S. Wherry, 7 August 1945,
Papers of Kenneth S. Wherry, Nebraska State Historical
Society. Hereafter cited as WP.
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;‘as a continuation of the New Deal, the conservative Iribune
insisted that it would mean the end of independent small
business;l4
| ‘SenatorVWherry, in response to the many letters he
wﬁfepeivéd déhquncing the'SmallvBusiness Bill, had second
‘thohghﬁé'éﬁout hisiiﬁitial support of_the‘legislation.- Tn
a letter to a constituent who had written to oppose the
measuré,_Wherfy announced that he had withdrawn his name

1
5 By dividing the Committee,

from‘Supporﬁ of Murray's bill.
hé effeCti&ely endéd the chances for passage of the bill.
When the Smali Busiﬁéss Bill failed to receive

Wherry's continued support and met with disinterest from
‘members of the Banking and Currency Committee, Mhrray had

. to settle for continuation of the SWPC and the authorization
in Senate Bill 2004 which increased the capitalization of

- that Corporation by $200,000,000, The Senate passed this
probosal in June, 1944 but difficulties encountered in the
lthe House of Répresentatives delayed it until December 11,

16

when the President approved the measure.

Mchicago Daily Tribune, 13 July 1944, editorial, .
WP, ' .

1 .
5Wherry to Charles Ammons, Cushman Motor Works,
Lincoln, Nebraska, 29 August 1944, WP.

6Con ressional Record, 78 Cong., 2 sess., 90:90907,
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Thé increased capitalization provided for the SWPC
by Senate Bill 2004 had been made necessary by the passage of
hSeVera; pieces of reconversion legislation which had been
ené¢ted duﬁing the summer and fall of 1944. These laws
-ha& Wide~rénging impact on the nation's ecbnomy, and each
’éOﬁﬁaihéd a pﬁéviéién dealing with aid to small businéss
during the.récbnveraion and post—War'period;

The Contract Settlement Act (Public Law 395) was
enacted in August, 1944. Senator Murray actually coordinated
the bill in the Senate through his membership on the three
committees, including the Small Business Committee, which
considered the iegislation, The philosophy behind the bill
was that the government should quickly terminate unnecessary
contrapts so.thatgbusiness~interestswauld "know where they
stood" in the reconversion period'andéould plan accordingly.17
It érovided the SWPC with the authority to furnish interim
and other,necessary fiﬁancing as weliias expédited compen=-
sation for small businesses in connection with their war
Qontféct termination ciaim_s.l8
The Surplus Property Act (Public Law 457) was passed

in November, 1944. This act was even more controversial

17Roland Young, Congressional Politics in the
Second World War (New York: Columbia University Press,

1956), pp. 199-200.

1SReport 47, Part 1, pp. 9-10.
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than the Contract‘Terminaﬁion Actvéince just about éveryone
had a different idea as to how government stockpiles and
surplus property could best be utilized.-‘As it affected
SméllibuéineSS,_however, the Act gavé the Smaller War Plénts;
.Corparatioﬁlthe power to finance by loan or guaranty, the
phrchaSe'of goverﬁment—owned plants or surp1us property by
smaller concerns. The SWPC'was further authorized to make
t pﬁrchases itself for later resale to small enterprises. It
was estimated that there was from $75,000,000,000 to
$102,000,000,000 in government surplus to be dispoéed of
ranging»ffom shirts, to jeeps, to bomber plants. The
;Committee beiieved that the right disposai policy could
~support an expanding small business economy while the wrong
:policy could conceivably ruin the free enterprise system
itself by escalating economic concentrations. Not on;y was
there equipment to be disposed of, but it was estimated
that there was $16,500,000,000 worth of government-financed
wafrplants which would also be placed on the auction block.
Of these plants, 1,163 were estimated to cost between
$é§,000 and $249,000 while 1,027 cost between $250,000 and
$1,000,000. The Surplus Property Disposal Act contained
stipulations against all monopolies or undue concentration.
By authorizing the Smaller War Piants Corporation to acquire

and finance small-lot surpluses for small business, the
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interests of small enterprises were thereby enhanced. There
was also a stipulatibn iﬁAthe measure which required the

Aftorney General to certify conformity with anti-trust laws

~ fafsall plant disposais wofth over one miilion dollars.v In

- a varieﬁy of ways, therefore, the Surplus Property Disposai'
Act was decidedlyfadvantageous to the small conccrns of

the nat_ion.l9

The War Mbbilization and Reconversion Act (?ublic

Law 458) proved to be the most controversial ofrﬁhe three
reconversion measures since it attempted to deal with the
"human side of reconversion." An omnibus measure dealing

~ primarily with the predicted problems of unemployment and
readjustment to a civilian economy, the Act contained a
provision which authorized the Smaller War Plants
Corporation to present claims on behalf of small enterprise.
to the newly-established ReconversiOn Director. .These
claims would supposedly enable small plants to be allocated
a fair percentage of scarce materials. The SWPC would also

be authorized to regulate the distribution of these resources

to small bus‘inesses.20

20I.bid., pp. 9-10. The fear of unemployment at
the conclusion of the war was uppermost in the minds of
most people. The most popular solution proposed to this
anticipated problem was to encourage free enterprise. '
Fortunately, these unemployment fears did not materialize
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_Aithough the Congress had expanded the role of the
 Sﬁai1er~War Plahﬁs_ébrporation dramatically through these
reconversion measures, the Corporation was still due to
(;ipiré on July 1, 1945. Uncertainty surrounding the 1ife'of
the Cd;bbrétion continued almost up until the last moment .
'Seﬁato; Murray had hoped for support of his bill to make
‘the SWPC‘indépendentiof'the‘Wér Production Board and to give
it an indefinite 1ifé span; however, when action was not
forthcoming, he and the other members of the Senate Small
Business Committee compromised on a simple extension of the
Corporation. Senate Bill 105 was passed April 9, 1945 and
became law on April 30.21 The lack of permanence which had
" dominated the operation of the Smaller War Plants Corporation
and the uncertainty which ensued made it difficult to provide
conf#nuity in the administration of the Corporation and was
a primary cause for poor morale among SWPC personnel. These
factors, combined with the confusion and doubt they engendered
among small business concerns, were also reasons most members

of the Small Business Committee had thought it so important

and by 1946 most people were confident that their jobs were’
secure. See George H. Gallup, The Gallup Poll, Public
Opinion 1935-1971, Vol. 1 (New York: Random House, 1972),
pp. 478, 481, 496, and 581.

1 .
‘ 2 Congresgional Record, 79 Cong., 1 sess., 91:3186
and 3939.
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ﬁhat a permanent peacetime Corporation be established.22
Since a consensus on this issue had been lacking, the SWPC
{coptihued to exist from year to year until 1947 when it -
 wés termih@ted.z3 Although the majority.of_the functioné :
  carriéd out by the SWPC wére‘continded by the Department
of Commerce and the Reéonstruction Finance Corporation,
it was not until 1953 when the Small Business Adminis-
 tfation was finaliy created that Senator Murray's goal
was realiéed‘24, The fact ﬁhat Senator Wherry took over
as Chairman of the Senate Small Business Committee in
1947 is significant;iﬁ this regard. At least equally
important, a boom rather than a depression followed the end
of World War IT and small businessmen were too busy return-
‘ing to a 1ucrative peacetime market to support actively
the creation of another government agency of only dubious
merit.

The passage of the contract settlement and surplus
property disposal legislation did a great deal to protect
the interests of all businesses in the nation. Yetithe.War
Production Board continued to control all allocations of

critical and essential materials and to set priorities on

22
Report Part 1, p. 11.

23Congressional Record, 80 Cong., 1 sess., 03:4181.

24Ibig., 88 Cong., 1 sess., 99:16647;
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manufactufing as well, This shortége of materials, especially
steel, created mény_broblems for small plants whiéh had had
'governmeﬁt contracts cancelled and yet were unable to get
ﬁaterials so that they could manufacture products for the
civilian mafket. In Juhe,'l945, the Committee conducted
,a'hearing on the iﬁpact of feconvefsibn policies on small
enterprises in Which several small business spokesmen voiced
'théir uncertainty and concern for the future. Caught as
they wefeubetween defense cutbacks‘and the priority system
which denied them adequate materials for civilian production,
the future of many concerns did, in fact, look bleak. There
was genéral égreemeﬁt among small business representatives
at the hearing that special priorities should be established
for smaller concerns to enable them to proceed with civilian
production since "the big boys could fake care of themselves."25

At this same hearing, J.A. Krug, Chairman of fhe
War Pfoduction Board, defended his use of priorities and
péinted-out that with the coming end of war "small business
people have the greatest opportunity in their lives. They

have, I am sure, the greatest chance for success and

. 2SU.S. Senate, 79 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 65,
Impact of Reconversion Policies on Small Business, June 15,
18, and 19, 1945, Hearings (Washington: Government Printing

Office, 1945), pp. 7699-7706.
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'progperity that small business has ever enjoyed."26 Krug
went on to announce the lifting of restrictions on aluminum
~and when fears about small business being‘able to get its
fair_Share:of this prodiict were raised; he pointed out»thét
.theréiwouldvbe more than‘eﬁough aluminum for all conceivabie
civilian needs. fhis had been made poséible during the waf,
he indicated; when prodﬁction of this metal had increased
ténfold.-'"Here,is a tremendous resource built up during

the war, waiting there ready for someone to manﬁfacture
producﬁs from it," he concluded.27

| :;;lfﬁg'pefipd SetWeeh the en&ing-of hpstilities with
lGérméﬂy'aﬁdffhe Eerendér gf Japan was a strained one for
fhé allocétipn of‘britical resources. War production still
‘had to proceed since the end of the war with Japan was
uncértain,3yet‘a return to a civilianFécohomy was to be at
least partially'encouréged, The WPB issu;d several priority
jregulationS‘during this time, yet the Senate Small Business
CommitﬁéeAcriticized each of‘thé@ as inadequate. Priorities
Reguléfion 27 had been désigned specifically as an aid to
smail ﬁﬂsinesses and allowed qualifying firms.to use the

much sought after AA-4 rating in order to purchase scarce

26 :
Igigog p‘o 77160

27Ibid., pPp. 7723-7724.
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commodities for use in civilian maﬁufacturing. Unfortunately,
cerfain members of the Committee believed;;preferentiél
treatment had engendered a "fear psychology" among small
Eusinessmgn,since they took this action to mean that the
governﬁent\was forecésting difficulties ahead for themn.

While the Committéevdid not call for the discontinuation of
special treatment for small business in the allocation of
priorities, it did suggest that continued vigilance was
necessary if smaller concerns were to survive the transition
period.28

In Priorities Regulation 28, the WPB announced a
furtﬁer aid to small business. Small firms would be allowed
to abply for special priorities to assist them in obtaining
:bottlenecked items which were holding up their production
of civilian goods. This preference rating, however, turned
out to apply only to:exgeptional civilian cases, notably in
the production of washing machines, refrigerators, and
j'gi;ili;h airéfaft. Thérefore, the Committee argﬁed that
what had been lauded as an aid to small business was

virtually‘useless.29

‘ 28U S, Senate, 79 Cong., 1 sess., Special Committee
fto Study. Problems of American Small Business, Report 47,
agt 3, Impact of Reconver31on Policies on Small Business
" (Washington: Government Printing Office, 1945), pp. 3-5.

29,Ibid.
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On June 30, 1945 the WPB issued Priorities Regula-
tion 29lwhich not ohly‘established a new priority rating
-sttﬁ§ture f9f miliéary production, but also provided for the
eventual élimination of all civilian priority ratings uhless
the WPB felt it was necessary to establish procedures to
"give priorities Es;istance for warésuppéfting or highly
essential civilian purposes." The Committee also critigized
tﬁis regulation since there was no guarantee that the size
of a firm would be considered in determining what special
assistance should be granted.30

What the Senate Small Business Committee recommended
was fhat.thé WPB amend its regulations so that preferential
ratings would be given to firms doing less than $100,060-in
'business per quarter, This assistance should be granted to
any sﬁaiiér‘firms needing one or two'éqﬁmodities to resume
civilian manufacture not just to those "exceptional cases"
referred'ﬁo in Regulation 28. The Committee further'éalied
fof the-stfengﬁﬁening of the War Production Board's use of
ifs‘powers of inventbf& confrol since the Committee thought
a real dangerbéxisted for larger firms to indulge in pre-
empﬁive buying of scarce matefials_once the war inlEurope

Had ended .

30
Ibid.
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Additionally, the Committee suggested that the WPB,
together with the War Manpower Commission,;investigate the
- possibility of removing all manpower controls over producers
of basic raw materials even in areas wheré 1abo: was in
critical sﬁpply.31 It'also wanted the WPB to adopt a defiﬁite
.pélicy for setting a proportionate share of basic materials,
particularly‘steel, aside for the exclusive use of smaller
concerns, ?his amount should be based on previous use of
such matgriéls by individual small plants, the Committee
asserted.32 While the provisions contained in the War
Mobilization and Reconversion Act addressed some of these
areas, bottlenecks and delays in receiving shipments continued
to create problems for civilian manufacturers.33

It seemed to most members of the Committee that the

efforts involved in shifting ﬁhe‘eédnbﬁy from war production

1 o
3vA1though not as stringent as the proposal for

conscripting workers for defense-related jobs, manpower
‘controls took the form of wage ceilings, anti-strike

- provisions, and even the use of military personnel fur-
loughed for work in defense production when civilian labor
was unavailable or engaged in illegal work stoppages as. had
occurred in the copper mines of Montana during the early
years of the war., See U.S. Senate; 77 Cong., 2 sess.,
Special Committee to Study Problems of American Small
Business, Part 11, Smaller Concerns in War Production: IT,
Hearings (Washington: Government Printing Office, 1943),
PP 1537*1538.

32Report 47, Part 3, pp. 7-8.

33New York Times, 19 August 1945, IV, p. 7.
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ﬁb peacetime manufacturing required almost as much govern-
ment regulation as had been necessary to gear it for war
‘initially. Chairman Murray and most of the Senate Small
Business Committee had no real quarrel with this government
supervision of the ecohomy. What they wanted to insure was
that this control would result in favorable, or at least
equal, treatment for small concerns. Senator Wherry,
however, although equally concerned about the well-being of
small businesses, began to believe the answer lay, not in
government regulation, but in the removal of economic controls
over the business sector. During the same hearing on recon-
~version poliéies,_Wherry interjected:

The average small businessman is afraid of orders.
He is afraid of directives. He doesn't know what the
government is going to do. . i . In the meetings we
held under the able leadership of the Senator from
Montana, time and again small business said: !'We
want government off our backs; we want the right
to get materials the same as anybody else.'!
Unlike other differences of opinion, the conflict
within the Committee over the use of priorities did not
create any overt problems. It merely reflected the broader

feeliﬁgs within the Congress and the nation as to the best

ways to deal with the coming post-war situation.

34Hear1ngs, Part 65, pp. 7717-7718. This statement

is interesting since several small business representatives
at that same hearing requested more government regulation
of the economy during the reconversion period rather than

less; pp. 7713-7770.
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Certainly, the rapid ending of hostilities with Japan
permitted a Smootherltransition to a civilian economy.
With the exception of,temporary>bottlenecks in the distri-
bution of'commOQities to all who wanted them, small businesses
geperally‘fbund more resources available after the war than
there had beeﬁ prior to it. This increase in the production
of raw materials brought about by the war along with the
téchnical advancements which had resulted, particularly in
the use of’fhe newer metals like aluminum and magnesium,
combined with an almost endless consumer capacity to insure
the prosperity of the post-war period, Business optimism had
returned by the end of 1945. The Néw York Times even went
so far as to report that small business had suffered no
reconversion hardships while a Department of Commerce survey
of 7,000 smaller manufacturers showednthat they planned a
$9,200,000,000'self-financed expansion program dﬁring the
next year, a move which had surprised government economists
by'its.optimismégs

The question of price regulation was the second
area of govefnment‘control with which the Senate Small'l
Business Committee became involved during reconversion.

In a report published by the Committee in March, 1946

3%New York Times, 25 October 1945 and 1 August 1945.
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.after a series of hearings into pricing problems as they
affected small_businéss, the Senate Small Business Committee
decided that only suﬁficient'productibn of goods at customary
1ev¢19 couid remove the'inflationary dangers present in
‘the econ'omy’.‘ Until this level of production could be
achieved, the Comﬁitteé thought that continued price con-
trols were necessary. The report pointed to several reasons
which kept productibn from reaching this necessary level.
Labor diffiéﬁlties and shortages, dislocations’aswindustries
shifted from defense work to civilian production, bottle-
gecks and temporary shortages in materials, and transportation
difficulties, all hindered the full production which they
believedbwould guarantee freedom from inflation. The fact
that the OPA was due to expire in June, 1946 while this full
produgtion had not yet been achieved;‘hade most of thg
Committee members press for an extension of the life of that
agency.

Although the Committee believed that some form of
price'regulationFWas necessary until full production could
be reached, it had received numerous critiéisms about the
aCtual'operation of the Office of Price Administration. The

Committee continued to serve as a focal point in Congress

16 :
3 Report 47, Part 4, pp. 1-2. Wherry appeared to
be the only outspoken critic of the OPA on the Committee.
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for small businesses having problems with government
agencies which they4Were unable to settle;directly. On
':December 21, 1945, the Senate passed»a budget for the‘oper-
‘ation of the Committee which recognized this function and
inoluded a substantial fund for spgcial treatment of the
feCOnVersioﬂ’probiems of small business. .Ihe OPA even set
up a special liaison officer to work directly with the
Cémmittee to handle problems encountered by small business
which required Washington action,3’

The Committee believed that the OPA should constantly
reviewtits policies so that they did not discourage produc-
tion as had been done, for examplé,.in the shortening and
yegetable oiljpriéing pqlicies. Price increases should be
kallowed whenever it was shown that they could stimulate
production.38

Most members of the Committee considqpedfthe
use of cost absorption to be especially impoffant in
controlling inflation. This policy attempted to

balance cost decreases with cost increases in

determining an industry-wide price. By so doing, the

37

8
3 Ibid., pp. 3-5. U.S. Senate, 79 Cong., 2 sess.,

Special Committee to Study Problems of American Small
Business, Part 90, OPA Shortening and Vegetable 0il Price
Policy, Hearings (Washington: Government Printing Office,
1946), pp. 10269-10277.
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policy prohibited price increases when costs had decreased
~thr@ugh the use of 1arge—volume productionvtechniques_

. simply becauséAthe pent-up consumer demands for a product

""would Support'a higher price. A delicate balance had to

be struck between allowing adequate profit to encourage
_tprodﬁction while keeping a Qeiliﬁg on prices so that the law
-Gf_supply’and demand did nbtfdrive them to totally unaccep-
téble levels with a concommitant rise in the cost of living
and the push for higher wages which would follow driving
prices even highef.sg
The problem of quality control and the OPA's attempts
at maximum AVerage pricihgr(M.A.R) were alsoc analyzed. What
the OPA had attempted to do through.th@ use of M.A.P. was
to 1nsufe a wide distrib;tion of goods in all price ranges.
Certain prbducers, especially in the clothing industry,
wére»fequired to average out their production of " high-cost
goods with an amount of low-cost goods so that an average
price of all goods shipped in any given period would not
exceed the OPA'approved price. This regulation had
vcreated'many problems since producers often cqt-back
production of less profitable goods so that they could
concentrate on those which brought in more money. The

evil of "tie-in sales" whereby manufacturers sometimes

3%Report 47, Part 4, pp. 5-7.




89
required retailers to buy cheap goods in order to be able
to purchase more deéireéble merchandise was also fostered
“through the application of M.A.P}, eSpecially in the liquor
and ¢lothing,industries.4o

Thé_Committee also addressed the difficulties
1nvolved,in.the distribution of . goods. It criticized the
OPA for not becoming more involved in this area of the
eéonomy. Particularly in the distribution of cotton greige
' goods, nylon hosiery, lumber, and scarfs (which were being
sold to circumvent regulations pertaining to piece goods),
the Committee deemed it essential that greater coordination
between the OPA and the Civilian Production Agency be
fnrthcoming.A Each of these problems was unique; however,
they all centered around the manufacturer attempting to
cut the wholesaler out of the distribution picture so that
a greater profit margin would remain at the production level
for the manufacturer to pocket. The Senate Small Business
Cémmittee did notAhane specific recommendations to offer
dealing with this probiem'except to suggest greater "distri-
bution controls." The Committee cbnclﬁded its recommendations
. concerning the OPA by statingithat price controls should
interfere as little as possiblé with normal business pro-

cesses; at no time should they be allowed to force any group

4ol§ig°: pp. 8-13.
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out of business or prevent anyone from entering business
unless it could be‘éhown to be vital to the maintenance of
price control itself. This line of reasohing was interestingf
A éince_it indicated the dedication the Commitﬁee had to
| the maintenance Qf price controls. Even though they
_were committed to the protection of established distribu-
tion channels and profiﬁ margins, most Committee members,
with the notable éxeeption of Wherry, felt that price
regulation was even more important to the overall well-

41

being of the economy.

vAlthough the OPA was extended for another year,
hgvs‘tility toward that agency was building. Just as in ©
éhg-dfife agéigst'the Small BuéineSS Cérboration, Senator
Wherry became thé‘centrél figure in the battle to end price
controls. The change in Wherry's atﬁitude toward price
‘cﬁntrols is almost startling. While he, like Mufray and
the othéf members of the Committee, had had specific and
often important complaints about the actual functioning
of the OPA, Wherry had:generally supported the necessity
for price‘ceilings dufing the war years. ‘In a letter to a
- constituent on July 6, 1945, Whérry summed up this attitude:
| There are many things about the OPA of which I do

not approve. However, it was generally felt by the
Senate that some control of prices was better. than no

4llbid., pp. 14-16.
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control and accordingly even ih spite of the
OPA criticism, /I/ felt it should be extended
another year.42
By October, 1945, however, Wherry wrote to Martin
C. Huggett, Executive Secretary for the Chicago Metropolitan
HomelBuildérs? Association expressing an almost personal
antagﬁniém toward the OPA, He said in part, "Il was my
pleasure to vote against and help defeat L-41 /which
attempted to set price limits on building materials/. I
hope it is my further good fortune to help throttle Chester
Bowles and his many unfair practices in the OPA."43
In response to Wherry's criticisms, Chester Bowles
wrote the Senator a letter on November 25, 1945 in which he
indicated that Wherry had misunderstood the purpose of
establishing dollar and cent ceilings on building materials.
Wherry had suggested that the OPA was "attempting to unfairly
' control bfofits'aﬁd)not prices ger'gg. Bowles went on to
explain:
If it was our purpose to control profits
we certainly have been grossly inefficient, for
industrial profits have risen 450 percent, 1944
“over av. 1936-39, Department store profits have
risen over 1000 percent. If my aim was profit

control, I should be taken to the middle of the
Potomac River and sunk in thirty feet of water.

42Wherry to Meta M, Martin, 6 July 1945, WP,

43herry to Martin C. Huggett, 8 October 1945, WP.
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Bowles closed his letter to Wherry by indicating that orderly

‘A-dédéntrol of the ecohomy would best serve the national

interest, inbluding that of small_business.44
By the early part of 1946, Wherry had decided to
fight the OPA wholeheartedly. In a letter to another
cénétituent”he\wrdtez
I might add here that it is my opinion that
we would be better off without OPA unless its
present set-up can be made more flexible. . . .
I feel it is the duty of every American citizen
to do all within their power at this time to
rid us of bureaucratic control.
This letter is even more intéresting since it was in
response to a letter to Wherry stating that price controls
should be continued.45

Wherry, of course, was not alone in his growing

dislike for the OPA. In January, 1946 an Omaha World-Herald

editorial stated the case against continued price controls.
Tﬁe paper argued that price controls did not, in}fact, pro-
tect the consumer, especially in the case of items in great
demand. By enforcing ceilings on goods, the editorial
cdntended, scarcity was oﬁly increased since very often
companies could not induce men to work at wages they could

afford to pay under their price ceilings. Black market

44Chester Bowles to Wherry, 25 November 1945, WP.

_ 45Wherry to K.0. Broady, 15 March 1946; Broady to
Wherry, 12 March 1946, WP,



’racketeering was rampant since the situation bred "fly-by-.

nigﬁts with their-sieezy goods and questionable business
methOds . U 46
An editorial in the Arizona Daily Star echoed this

“theme. Pointing to the experiences after World War I, the

§tag'th0ughb temporary inconveniences would be better than

" the attempt at "bottle—feedihg the American people under
the guise of economic security and stability." It pleaded
that

With a world crying for reconstruction, with
‘'millions of homes and their furnishings to be
manufactured, with millions of automobiles to be:
sold and increasing millions of mouths to be fed,
let us have enough faith in the principle of free
initiative to bring an early end to these blighting
controls. Let us not be frightened by bogeyman tales
of the 1919-1920 period. Let us have faith that
what made this country great will continue to make
it great, and that Americans are not weaklings,
unwilling to take risks and hardships that go with
the functioning of the free market of a free
society. Let us end the controls.4 '

The New York Times took a slightly more moderate
view, While it advocated continuation of the OPA for the
time being, it did call for liberalization of controls,

especially if it would encourage production. The Times

46 , v
Omaha World-Herald, editorial, "The Crumbling

Dike,"‘17 January 1946, reprinted in Congressional Record,
79 Cong., 2 SBSS-, 923A1534

47Ar-iz~ona Daily Star, editbriél, "Let Us End the
Controls," 28 February 1946, reprinted in Congressional .
Record, 79 Cong., 2 sess., 92:A1216,
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editorial saw price. controls as only a short-term measure
which only indifectiy regulated inflation. As such; price
‘controls should be ended "as promptly and as smoothly as
véonditions.make possible," the'paper concluded.48 |

““_thgress did thendlﬁhe OPA ih a greatly weakened‘?
form dﬁring the Sﬁmme? of 1946, but when it failed to
stabilize the economy President Truman dispairingly
terminated the agency on ﬁ0vember 6.49~ Prices rose
5-immediatel&iafter céilings were removed. Food prices six
mahtﬁs afte;.the end of price controls were fifty percent
higher than they had been the previous year while manu-~
faétured prdducts were up‘thirty—five'percent. Some
ﬁusiness'analystsAbelieved these figures indicated that the
econom& would soon suffer an even greater fall than had
previously been predicted, but it was not until several years
1éter'that théir warnings would prove at least partially
true.so |

While the Senate Small Business Committeé, with

the exception of Wherry, continued to press for government

8 . : ; .
4 New York Times, editorial, "Congress and Price
Controls," 8 April 1946, reprinted in Congressional Record,
79 Cong., 2 sess., 92:A2020,

49Congressiongl Record, 80 Cong., 1 sess., 93:A1040,

3%.F. Hughes, "Merchants Point of View," New York
Times, 2 March 1947, reprinted in Congressional Record,
80 Cong., 1 sess., 93:2043.
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regulation of the economy with special emphasis on prefer-
ential treatment for sméll business, it was becoming
increasingly apparent that J.A. Krug had been right, that
uﬁlihited éotential, even without government assistanée,
existed for small firms. Popular publications began run-
ning "how to" arﬁicles for starting various small business
ventures with emphasis on the returning‘veteran.sl Ideas
for publicizing surplus property sales to encourage veterans
to buy matéfials so that they could go into business for
themselves were also advanced.>2

Since the economic outlook, if not poéitively rosy,
was at 1eas€-much brighter than anyone had predicted, the
Committee began to focus on ways to insure that small
business received its fair share of any post-war bonanza.

Although the Committee never succumbed to a totally pollyana

spirit, always fearing the threat of monopolies and greater

‘Slw.R. Jenkins, "Before Starting Your Own Business:
Advice to Returning Servicemen," Reader's Digest, May, 1945,
46:89-92; J.D. Woolf, "If I Were Starting a Small Business,"

Reader's Digest, July, 1945, 47:98-<100; M. Maverick,
"Opportunities for Veterans: What Small Business Offers and

How Returned Servicemen Can Get Into It," New York Times
Magazine, 30 September 1945, p. 12+; these are only examples
of a favorite topic in the publications of the reconversion
period.

52U.S. Senate, 79 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Fart Y8,
Effect of Current Surplus Property Disposal Policies on
Veterans in Small Business: III, Hearings (Washington:
Government Printing Office, 1946), p. 10995.
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economic concentration, it was not completely immune to
the gfowingkfeeiing'théf prosperity was near.

In hearings conducted in April, May, and June, 1945,
| the Committee studied the question of how to’insure small
business a place in the expanding world market. Maury
Maverick, Chairmah of the Smaller War Plants Corporation,,
even prepared a bill to enable the SWPC to enter into
contracts with foreign governments on behalf of small
enterpfises;s3 The Committee proposed a bill similar to
Maverick's on May 13, 1946, yet like so many of the Committeé's
later proposals, it died in the standing committee to which

54

if had been'referrea.
EE ‘This“éffort‘to insure small business its fair share
of any advantages resulting from the coming of peace was
also ev1dent 1n a serles of hearlngs conducted durlng
February, March, and Aprll, 1945.. Contalnlng over oﬁe
thousand pages of testlmony, these hearings attempted to
assess the future of light metals and to see what.could'

be.dbne to insure that small business could benefit from

the -tremendous édVances which had been made in that industry

SBU.S. Senate, 79 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 62, '
World Markets for Small Business: IT, Hearings (Washington'
G0vernment Printing Otffice, 1945), p. 7335.

54

CongressiOnal Record, 79 Cong., 2 sess., 92:4881.
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.'during the war. 'Seéing the future'production of the
nation coéing to depénd on alﬁminum and magnesium‘as much
as it always had on steel, the,COmmittee.Was concerned that
" 'tﬁéi&ispbsélléf:36Véfnméﬁt~dﬁnéd;plants and Stockpiles-be
donefequitébly. "The way in which we dispose of them,"
'fsaid'tﬁe Ccmmitteé,"ﬁill fix thefopportunities for the
' f egqnoQiCQ;;&eQQIOpment,and use of light metals in this
country féflmany jéars'to come. 153
.TheLCommittee stressed the fact that in the pro-
duction of aluminum and magnesium, two-thirds of the 1ab0r
took‘piéce in the fabrication processes. Additionally,
all b#t a few of the fabricators of these metals were
classified as small businesses just as were most of the
retailers of these prodﬁcts. Since the Federal governmeht
had become the biggest producer of aluminum and had backed
production of most other light"metals to the extent that a
- -pre~war prod&étion of 300,000,000 pounds of aluminum had
increased to 2,000,000,000 pounds, a valuable resource had

beenvdeVelo‘ped.56

SSU.S. Senate, 79 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 47,

Future of Light Metals, Hearings (Washington: Government
Printing Office, 1945), p. 6008,

56Re20r§ 47 Part 1, pp. 27-28.
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Representatives of large companies also testified
at these hearings and it was apparent that the Committee

-interded no witch-hunt until the_qﬁestion of the Shipshaw

 l- C6ntract arose, This contract involved concessions to the

” Aluminum-C6mpany of Canada, a subsidiary of Alcoa, the
undisputed giant in the aluminum field, by the Office of"
Productiqn Managenment during the war. A complex issue,
 fraught with pros and cons, it had also been the subject of
an investigation by the Truman Committee Investigating the
National Defense Program. Senator Truman had stated that
"we are principally'interested in getting aluminum; I would
be willing to buy aluminum from anybody. I don't care
whether it is the Aluminum Company of America or whether
it is Reynolds or Al Capone."57 This reminder that the
eiigencies of the wartime situation demanded action which
was not always beneficial to everyone defused the'pqtential
scandal.

Although the COmmitteevcontinued to be very active
with its hearings and investigations, it was otherwise
almost silent concerning the problems of small business as

the war came to an end. Legislation was proposed as in the

57U.S. Senate, 79 Cong., 1 sess., Special Committee
to Study Problems of American Small Business, Part 59,
The Shipshaw Contract: III, Hearings (Washington: Government
Prlntlng Office, 1945), P 71010
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cases of aid to small businesses in foreign markets and to
provide for é peacefime Small Business Corporation, but when
these measures received little interést in Congreés
and relative indifference, if not hostility, from small
busihessmen'themselves; they were allowed to die. In
»féét,.éo unsympathetic were some small businessmen to later
Commiﬁtee hearings that criticism was even raised that
witnesseS'had been purposely selected who represented
- Committee views as opposed to the attitudes of ﬁost small
bl.t.s:i.nessmen.58

The reason that small business had become so disa
interested in government aid was a valid one. With recon-
version, they had become so busy returning to a fully
civilian operation (and making money in the process) that

they had very little to gain from govérnment assistance

8Excerpt in Wherryt!s file from undesignated letter

from Indianapolis, Indiana dated 22 May 1944, WP. Wherry's
"staff had made a typed copy of the original letter which
was not filed and the name of the writer was not included
on this copy. Wherry seemed to consider it an important
criticism, however, as he had the excerpt typed and filed
with his papers on the Senate Small Business Committee.,
While the veracity of such criticism cannot be assessed
with the resources available, it should be noted that
several times during the Committee hearings, a point was
made that business spokesmen or letters from businessmen
in support of Committee proposals were unsolicited. See
U.S, Senate;, 79 Cong., 1 sess., Special Committee to Study
Problems of American Small Business; Part 65. Impact of
Reconversion Policies on Small Business, Hearings
(Washington: Government Printing Office, 1945), p. 7693.
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‘and actually stood to losé in some cases by further government
regulation of the economy; even in the guise of assistance
to them, Unlike(farmers who did not compete directly with
each‘other:fbr a piece of the market, small businessmen
had more to fear from government aid to their competitors.
"than they had to gain from that very assistance for them-
selves once prosperity was assured.

Busigess,Wegk commented on the background of this
prosperity when it pointed out that the previous five years,
rather than working against small business, had actually
strengthened it. The article pointed to the advantages
small business had enjoyed during the war through tax
.Sreaké énd the "ravenous civilian market" which large con-
cerns had left almost exclusively to §ma11er businesses
when they turned to war production. It also mentioned the
protection Congress had provided for small concefns which
had caused the OPA and other government agencies to deal
with them more gently,than they did with their large compe-
titors. Although the article mentioned small business fears
that by 1947 they might be losing ground competitively when
éompared to big business,; it indicated that small business
was in a much stronger position than it had ever been in

before the war.

SgBusiness Week, 31 May 1947, p. 15.
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In one of the few statements concerning small business’
before the Senate in.the early post-war period, Senator
Murrai took a much more pessimistic-view. Citing statistics
prepared by‘thevSmaller'War Plants Corpbration,vhe showed
that:big business had grown tremendously during the war.
These figures indicated that this increase had been most
pronounced among those very large firms -~ those employing
10,000 or more workers. These giant corporations increased
their share of total manufacturing employment from thirteen
percent in 1930 to thirty percent in 1944. Murray also
pointed to the increaSe in the number of mergers, particu-
larly in the fields of iron and machinery, drugs and pharma-
ceuticals, liquors, foods, and textiles. He saw this trend
vtoward concentration as frightening and called for a strong
 resumption of anti-trust prosecutions by the Department of
Justice in order to prevent collectivism and maintain economic
freedom.60

Murray's belief that business concentration was to
be feared and that the American way of life was at stake if
small business was weakened had begun to lose its appeal
by the end of the‘war. Small businessmen were still sus-

picious of economic concentration, but a growing fear and.

6 | | |
'OConggessional Record, 79 Cong., 2 sess., 92:6886-6887.
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fésentment toward gbvernment bureaucracy was beginning to
assért itself even more strongly in the minds of some.

‘The views of Senator Wherry brought this change into focus.
‘WHile'a further study of the economic situation at the-ehd'
,6? World War IT would undoubtably clarify this issue, the
fact that a greatér.number of people in thé country were
now dependent upon larger concerns for their security and
livelihood perhaps meant that their power to inspire emnity ;
- had been‘reduced, Even smaller enterprises had become
dependent uﬁon the larger businesses in many ways, both

as customers and suppliérs.

‘The shift in thinking that this represented was
tied neatly to fheﬂreturn of Republican pre-eminence in
.the Senate in 1946. When Wherry replaced Murray as Chair-
man of the Small Business Committee, a subtle change took
place in the working of that group. While economic concen-~
tration was still investigated when specific situations
;‘warranted, as during the petroleum shortage of 1946-1947,
the Committee seemed to become less interested in direct
government intervention to rescue small concerns. Govern-
ment aid had becqme suspect; and many small business spdkes—
men, now that prosperity was virtually assured, tended to
oppose Federal intervention in the economy . Small business

representatives created little newspaper or magazine
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publicity following the war. While additional research
beyond the scope of this thesis would be qgcessaryﬁto sub-
stantiate this conclusion, it is probable that most small
‘Businessme@:were.too busy enjoying the benefits of post-
war pfbsperity to be overly concerned about the threat pf
monopoiies’and viéwed government "red-tape" as more of a

hinderance than a help.



CHAPTER IV

STATUS OF SMALL BUSINESS AFTER WORLD WAR II - A BALANCE

SHEET ON THE SENATE SMALL BUSINESS COMMITTEE

In attempting to asseSé the position of American
sﬁall business following World War II, it is first necessary
to define small business. The difficulty in forming such
a definition readily becomes.apparent. Does one use employ-
ﬁent figures, sales or producﬁion figures, or pefhaps even
percentage of total market calculations?

The confusion which has resulted from a multitude
of definitions makes a statistical anglysis of small
business and its position before, during, and im@ediately
following World War II virtually meaningless. Government
- figures are inconsistent while business figures are unavail-
able, The measurement of the actual impact of various
government actions upon small business is, thefefore,
subjective, based primarily upon claims made;by the Senate
Small Business Committee as.tovits success»in dealing with
. this problem,

104
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These claims are suspect,,foo, for the Committee
empioyed many pdssible definitions for small business.at
-Vafioua times during_its investigations., It even went so
far as to consider Réynolds Aluminum "small" in comparison

to the giant Alcoa even though its characteristics were
1

very different from those of most small concerns.

The Committee was really interested in an expanded
definition to include as many businesses as possible.
Therefore, in the proposed Small Business Act of 1944,
small business was considered to be:

Any enterprise for profit which, if engaged
primarily in production or manufacturing, shall
have employed 500 persons or less for the calendar
year next preceeding. . . or

If primarily a wholesale establishment, whose
net sales shall aggregate not more than a million
dollars for such calendar year; or

"If primarily in retail, amusement, service,
or construction establishment, whose net sales
or receipts for such calendar year shall
aggregate not more than $250,000.

Provided that /the business/ shall not include
any business concern which /fis/ a dominating unit
in its trade or industry or otherwise under the
management or control of such a dominating unit,

_ ~ U.,S. Senate, 79 Cong., 1 sess., Special Committee-
to Study Problems of American Small Business, Part 48,
Future of Light Metals, Hearings (Washington: Government

. Printing Office, 1945), pp. 6133-6134.



106
- In making such determination , ., . the comparative
~size of establishments in Lhe particular trade or
industry [éhall be considered/.2
rﬁnder this definition, alllbut 0.12 percent:of~the
“ buéiness céncerns in the country would have ﬁeeh categorized
viés "small." The Senate Small'Busihesé Committee would have
allowed all but the 3,6b0 companies who were indisputably
éiaﬂts to be considered'small by:this‘classificatione
Of course, numerically, small business was vastly
superior to big business. Even by limiting the definition
of small business to include those firms employing less
“than 250 workers, half the number of the Committee definition,
ninety-~five percent of all enterprises within the nation
would be-considéred "small." HoWévéf}fWhen‘the»percentages
of employees are considered it is significant that this
ninety~five percent of the nation's businesses employed less
- thén fifty percené of all‘noﬁ—agricultural WOrkers. Although
there:might~have been more small businessesAthan large ones;
their’iﬁfluence on the economy was steadily deélining.3
In its hearings and in the legislative proposals

which resulted, the Senate Small Business Committee attempted

U S. Senate, 78 Cong., 2 sess., Special Committee
to Study Problems of American Small Business, Report 12,

Part 4, Small Business Act of 1944 (Washington: Government
Printing Office, 1944), p. 2.
3

'A.D.H. Kaplan, Small Business, Ttg Place and
~Problems (New York: McGraw-Hill, 1948), pp. 21-22.




107
to lump all of these enterprises into one category to
which similar remedies could be applied. .The basic impossi-
bility of this attempt finally became apparent to the Committee
as they considered the conflict of interest between, for
example, the' small tire dealer and the small rubber manu-
facturer or the sﬁéll grocery store owner and the small
livestock producer.

Although the Committee continued to encourage the
idea that éhall business was a cohesive special interest
group like farmers or labor,.the reality of the sitﬁation
soon forced them to deal in specifics rather thaﬁ generali-
ties. This has been discussed previously, espebially in
the hearings on price controls, rationing, and reconversion
 needs. With the exception of the Federal Reports Act, very
little proposed by the_Cqmmittee could be considered of
benefit to the entire small business community. "'Even the
establishment of the Smaller War Plants Corporation pertained
almost exclusively to small manufacturers and did little if
ahything to benefit small distributors or retailers who
actually composed the bulk ofnthé small business population

and who suffered the most as a result of war (See Appendix I).

U.S., Senate, 77 Cong., 2 sess., Special Committee

to Study Problems of American Small Business, Report 479,

Part 2, Recommendations on Effective Participation and
Protection of American Small Business in the War. . . and.

After (Washington: Government Printing Office, 1942), pp. 19-23.
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‘How effective, then, was the Senate Small Business
Committee in helping independent small business survive the
‘war? While the answer to this question is obviously highly
subjective, it should first be made clear that small busi-
ness did actually eﬁerge}from the Qar with a hiéhér absdiute
prQSperity thaﬁ'e&er before altﬁoughvits percentage of the
total-produét had deglined.s

‘During the early war years, from 1941 to 1943, one-
sixth of all businesses closed with smaller concerns bearing
the greatest burden. This rise in the number of business
deaths had numerous causes, among them the draft and the
lure of high paying defense jobs. The Senate Small Business
Committee had been quick to point out that while the govern-
ment was spending vast sums of money to expand the produc-
tive capacity of thg nation, large nuﬁbers of unused plants
were Being ﬁorced to shut their doors due to lack of man-
power, materials, defense contracts, or credit.

New business starts'were also down for the period
1941-1943 for most of the same reasons that so many firms

had closed their doors: New business entries for the first

5
Kaplan, Small Business, p. 51.

U.S. Scnatc, 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. 3-5.
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f.three months of 1943 dropped to an all-time low. Manu-
facturers were the eiception to this downwgrd,trend, ANew
plants were built to fuifill wér'contracts to the extent
that the number of manﬁfacturing firms showed a net increase.
of nearly 15,000 between 1939 and 1943.7

>'Those small businesses which continued throughout
the war suffered setbacks in comparison to large firms.
Increased concentration became evident as early as 1943 when
the same small firms which had employed 42.5 percent of the
total business work force employed only 31.5 percent by 1943.
Big business had definitely gotten bigger during the war.

After a bleak two years, business recovery became

apparent by the end of 1943. By the spring of 1944 new
’businesses were being started twice as fast as businesses
were discontinuing. A year after the ‘end of fhe war, the
bﬁsiness population had increased even more markedly and
more than counteracted the decline which had taken place
‘during 1941-1943. (See Appendix I).

The prosperity'which war production had brought
ébout was primarily responsible for this upturn, yet certain
contributions had been made through the work of the Senate

Small Business Committee. Even though big business had

7Kaplan, Small Business, p. 45.

®Ibid., p. 46.
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dominated in the receiving of defense contracts, the efforts
- of the Committee and its brainchild, the Smaller War Plants
'Corpération, had placed over $12;000,000,000 in contracts
with small business. Not only did this provide additional
funds ﬁb smaller concefns, but more significantly, it
“allowed them to g§ into many new areas of endeavor, particu-
larly in the'light metals and plastics fields.”

While the future for small manufacturers looked
good at war's end, the possibilities for small concerns in
the construction industry and ih retailing were excellent.
Service industries also had an exceptionally good prospect,
especially since very little in the way of capital investment
was required to bégin. Additionally, the advancements made
by business in the South and West during the war had been
.substantial.lo

Even the benefits which had accrued to large
businesses as a result of the war could be beneficial to
smaller concerns since the high level of employment and

prosperity they helped to create expanded the pdtential

markets for small business as well. By turning to customized,

9
U.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
OQutlook (Washington: Government Printing Office, 1945), pp. 9-10.

10
Ibid., ppo 17"'200
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individualized production of everything from apparei to
home furnishingé, tﬁe small concerns could only benefit
from the increased standard of living even if they were
unable to compete directly Qith their 1arger counﬁerparts.
Additionally, the new products which big business produced,
_from"radios to lawnmowers, created the need for new service
facilities and small enterpfeneurs readily filled the gap.
Once it becomes clear that small business was not
significantiy hurt, and in many ways even helped by the
war and'post-war economy, the question of the Senate Small
Business Committee's influence can again be approached.
Senator Murray and most other members of the Committee had
an acute fear of giant corporations, almost to the point
that they were unable to grant that they served any useful
purpose. Although this fear of big bdsiness had apparently
diminished by Warfs end, by attempting to sanctifylsmall
enterprise, the Committee did serve as a brake upoh the War
Production Board and the military procurement agencies in
their attempt to turn the war over entirely to the 1arge.
11 ‘ :
concerns.

Through its hearings on the rationing orders of

the OPA, the Committee also allowed smaller concerns to

11
In Report 47, Part 1, the Committee even commented

that small business and big business couild co-exist in
harmony, p. 4.
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receive some protection from government pronouncements
which, no matter how necessary they might have seemed,
still had the power to ruin thousands of-independent
retailers virtually overnight. By opening its hearings
to representatives of many small concerns and through its
field hearings coﬁducted in various parts of the country;
the Committee allowed specific problems to be presented.
Then by calling forward the director of whatever government
agency was concerned, the Committee was sometimes able to
strike a compromise satisfactory to both parties. Of course,
the very fact that government administrators might have to
Justify their decisions before the Committee must have at
least made them consider more carefully the consequences
their actions might have upon the small businesses of the
néﬁiog:k¥&hégéiBénéfiés'are iﬁﬁéngiﬁie;“but while they
cannot be measured or accurately assessed, they were none-
thelésg_significant to the continued existence and well=~.
”béiﬁgzof,sméii;busineSS.' |

| | 1nAno£ﬁép inﬁ;hgibie séﬁefit which resulted from the
'exiéteﬁcefof ﬁhe Committee was the sense of identity it
Served fo éive to émall businessmen. Prior to the formation
: of the Senate Smali,Businesg-Sommittee in 1940, héarings by
the INEC had first mentioneé'Smali business as a separate

entity. This somewhét novel approach to the problems of the
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economy was immediately fastened upon by Senator Murray in
_his move to establish the special Senate Cqmmittee‘to_bolster
Aémall business support for the Rbosevelt‘Administration.l

Whilé there had been very little feeiing of kiﬁship
between the small manufacturer and the small rétailer or
vbétWééﬁ the owner:of the corner gas station and the owner
of the papermill on the edge of town; in fact they had much
in common. Problems of financing, taxation, and even of
filling out government forms and applications were all
similar as were difficultiesfthey encountered in ordering
scarce commodities and in dealing with price ceilings and
rationing edicts brought on by the war economy. Previously,
small businessmen had felt that they had more in common
with members of their church, lodge, or even with represen-
tatives of large concerns within their own industry than
they had with other small businessmen, 1In fact,.prior to
the formation of the Senate Small Business Committee,

13

small businessmen!s associations were almost non-existent,

12
It is interesting to note in this regard that

"small business'" -was not even a separate topic in the
Reader's Guide to Periodic Literature until after the
formation of the Senate Small Business Committee, yet

it has remained a separate listing since then.

: 13Thé Small Business Men's Association was founded
in 1937, just prior to the TNEC investigation; the National
Federation of Independent Business, the largest of the
small business organizations, was founded in 1943; and the
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By attempting to create a constituency, the Senate
'Small Business Committee helped focus the idea of simi~
larity of interests among at léaSt some small businessmen,14
Furthermore, by_attempting to treat them as a class, like
labor or férmers, the Committee almost inadvertantly pointéd_
out the complex iﬁterlocking characteristics of the economy.
They thereby forced governmen£ planners to revise many of
their more simplistic attempts at regulating the economy
and served as a counterbalance to the demands of the other
interest groups.

Although the Committee was influential in the re-
conversion period through its efforts to insure that small
businesses received their fair share of government surpluses

and allocations of scarce commodities, its prestige, while

~never hlgh, was on the wane. The split between Wherry and

s g ,,, PR '\),r‘ i s .,_J; IO

Murray was at least partly responsible for this decllne

Conference of American Small Business Organizations was
founded An- 1942. See Encyclopedia of A53001at10ns, Edltlon
9 (Detr01t Gale Research Company, 1975) The rise in-: '
small business awareness growing out of . the Depression and

. war years merits further study.

14Retall stores formed cooperatlves to buy govern-
ment surpluses, for example. See New York Times, 20 '
September 1944, "and Governor Thomas E. Dewey even attempted
to rally this new interest group during the 1944 electlon.
See New York Tlmes, 1l November 1944.

i
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‘since it can hardly.be‘expected that a special committee
which did not preseﬁt a united front would wield much
finfluepCe. “An- even more cogent reason fqr.the inability .
of thé Cémmittee'to inspire muck interest was simply that
..sma11 busihés§es, once'the_wartime emergency was over, were
doing so well thaf they felt they had no need for a_protéctor
in Washington. When the situation had looked grim during
'tﬁe ear1y war years, they had welcomed the intervention of
the Committee in ﬁheir*behalf and in some cases even demanded
it. By 1946, small concerns seemed almost universally con-
vinced that they could go it alone. However, the new aware-
ness that the Senate Small'Business Committee had helped to
inspire lingered on.ls It was additionally encouraged
through the Offiqe of Small Business in the Department of
Commerce which had been formed to carfy‘on some of the
functions of the Smaller War Plants Corporation.’ Thus
in.1953, when a downturn in the economy occurred, it was

hot surprising that the small business'community once

again became active and sought government assistance in
their behaif, culminating in the creation of the Small‘

Business Administration.

o 15Business Week, 31 May 1947, p. 15 discusses this
change in small business thinking during the immediate
postwar period.

16The creation of the Small Business Administration
was tied to several circumstances, among them the
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Small businessmen would never be as homogeneous a
group as.farmers or.labof, but they would continue to see
themselves as members of a new, distinct group. The counter- -
Ealance that this new status provided politically; likewise"
cannot be ﬁeasured, ye£ it did exist.A Politicians had to
"consider proposedilegislation for its effects on yet another
interest groﬁp, and although small buéinessmen continued
to advocate independence, they learned the value of cooper-
ation in establishing organizations to aid themselves not
only in conducting their businesses, but in lobbying
activities in Washington.
The Senate Small Business Committee did not act
alone in dealing with the small business question. In
addition to a House of Representatives Small Business
Committee, both the Truman Committee to Investigate the
National Defense Program and the Select House Committee
'Investigating National Defense Migration (Known as the
Tolan Committee) were active in attempting to aid small

businesses. A look into the activities of these committees

discontinuation of the Reconstruction Finance Corporation.
This topic is beyond the scope of this thesis, but illustrates
the fact that small business awareness did not completely

die during the period of prosperity following the war. See
Deane Carson, ed., The Vital Majority, Small Business in
the American Economy (Washington: Government Printing
Office, 1973), pp. 9-12. '
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would surely cast additional light upon the status of
smalllbusiness durihg World War II,

The resumption of anti—trust'prosecutions after the
war helééd t6 insure that unlawful concentrations would

not be encouraged at the ekpense of smaller competitors.

In the case of Unitegfstates vs. New York Great Atlantic
and Pacific Tea Company (A & P), the U.S. Court of Appeals

decided that even though the chain store was efficient and
could sell its products for less than smaller businesses,
its restraint upon the compe@ition placed it in violation
of the Sherman Anti-Trust Act. The Court had decided that
the lower prices charged the consumer by A & P did not
justify the harm which could result to the community if
independent grocers were forced to close their doors.

The danger of the growth of chain stores was
that they tended, as in the A & P case, to become their
own producers and distributors as well as retailers. If
they were also the supplier to their competition, as in
the A & P case, and on less favorable terms than to their
own outlets, the small competitor could easily be denied
the opportunityvto compete freely on the merit of his own
product and service. While the Court specifically stated

that Bigness was no crime as long as it did not destroy
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fair competition, the decision helped to insure that larger
concerns could not 51acklist smaller ones or givé preferen-
tial treétmenf to their own subsidiaries.17

Although the resumption of anti-trust investigations
allaygd'some'of Senator Murray's worst fears, no attempts
‘ét trust—busting Qére staged at the end of the war. Big
business had become a way of life in the United States and
it continued to employ even greater numbers of workers and
'exért its influence upon the nation in countless ways (See
Appendix ITI). Before the Depression, the existencé of big
business was also pervasive within the economy; the differ-
ence was that then it had been considered the exception;
everything that was not "big business" was simply "business."
Somehow, either during the Depression or as the nation
geared up for war production, a subtle shift in thinking
occurred. Suddenly big business became not so much the
exception as the norm and "small business" came into
existence. From 1940 onward, there were "business" and
"small business'" differentiations. Smaller concerns, while
still numerically superior, were now the distinct minority
in numbers of individuals empioyed, and their proportionate

share of the market had also declined. Governmental emphasis

17U.S. vs. New York Great Atlantic and Pacific Tea
Company, 67F. Supp. 626 (1946) and 173F. 2d 79 (1949)..

L.
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had shifted from attempts to curtail the growth of major
concerns to effbrts‘to aid smaller enterprises through
educational, financial, and various other subsidies so that
they could continue to co-exist with the giant corporations
ofvthe nation. The Senate Small Business Committee, through
its hearings and investigations, illustrated this change."
This change in thinking about big business versus small
business was never spelled out by the Committee, yet it
indicated ﬁhe way in which the country had grown as a
result of the wartime economy.

Many changes had taken place in American society
by the end of the Second World War. No longer would issues
be as easily classified as either black or white. Murray's
old-fashioned liberalism was as out of place in the post-
war environment as Wherry's conservatism. Murray had failed
to adequately adapt to changes in thinking which fore-
shadowed the "military-industrial complex" mentality of
the 1950'9 and 1960's, while Wherry's conservative fear of
big government provided no viable alternative in the sophis-
ticated technological society which was emerging. Both
men looked nostalgically to thé less complicated past when
it had seemed quite possible for an ambitious individual
with courage and hard work to become an "Horatio Alger."

They both tried, in different ways, to keep this opportunity
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alive. Yet, post-Depression and post-war Americans had
become more interested in security and comfort; most saw
the possibility of becoming independently wealthy as a
mere dream.

Small businessmeri and the larger corporations were
concerned with a rational, ordered economy so that all
COuid share in the '"good life." Previous attempts at
providing order had proved only partially successful,
perhaps becéuse there had been no simple solutiéns to the
complexities of an America in the twentieth century. The
Senate Small Business Committee did nothing to clarify the
problem. It had not even been able to give a truly con=
vincing argumenf for the continued existence of small
business despite the gut-feelings they shared that somehow
it was important and good. Just as tﬁe-ggrarian ideal had
been pervasive throughout earlier periods of American
history, the small business man symbolized the America of
the‘early twentieth century. But just as farmers had been
rélegated to a secondafy position by increased industriali-
zation, so the small business man became less dominant in
the emerging corporate state.

As the formation of a Senate Small Business Committee
reflected, small business hqd been put on the defensive.

The hearings and investigations conducted by the Committee
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only reinforced this contention. vﬁig business did not need
to justify its place in defense production as small business
did; big business could virtually take care of itself during
feconversion, but smaller concerns needed help of all kinds.
That small business did sSurvive the war and even prosperedk
in the post«war eﬁvironment cannot obscure_the fact that
the economy had made a momentous shift toward concentration,
and most importantly, this concentration had become an
accepted wa& of life to most Americans. Large concerns
~could provide more job security and greater fringe benefits
than could most small businesses. The government might
continue tovencourage small concerns, but it would not be’
allowed to do so at the expense of their larger competitors.
Small business mighf indeed be sacred as Senator Murray
often insisted, but big business was profitable, and
therefore, more valuable than any marginal small‘ concern

could ever be, no matter how holy.

.
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APPENDIX II
1919
NUMBER OF FIRMS BY EMPLOYEE TOTALS IN MANUFACTURING
Total - _1-=5 6-20 21-50 51-100
# of estab. 290,105 141,742 56,208 25,379 12;465
# of workers 9,096,372 311,576 631,290 829,301 888,344
101-250 251-500 500-1000 Over 1000
# of estab. 10,068 3,599 1,749 1,021
# of ‘workers " 1,581,768 1,250,875 1,205,627 2,397,596
1Abstract of the Fourteenth Census of the U.S.,
Department of Commerce (Washington: Government Printing
Office), 1923, pp. 986-987.
1949

' : ‘ 2
NUMBER OF FIRMS BY EMPLOYEE TOTALS IN MANUFACTURING

-

Total ~ _1-9 10-49 50-99
# of estab. 240,881 117,005 80,662 18,672
#. of workers 14,294,304 471,887 1,805,842 1,300,719
lOQ;422 009 Over 1000
# of estab. 19,878 2,729 1,935
# of workers 4,160,981 1,883,464 4,671,411

ZU.S. Bureau of the Census, Statistical Abstract
of the United States; 1949, seventieth edition (Washington:
Government Printing Office), 1949, p. 929. ' '

i
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