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Review of Business Conditions—Twelfth District

ITTLE significant change occurred during the first six
L months of 1945 in the basic forces affecting the econ-
omy of the Twelfth District. The downward trend in war
industry activity which began late in 1943 was iurther
accelerated by the approaching completion of shipbuild-
ing contracts, cutbacks in aircraft orders, and further
closing down of magnesium and aluminum plants. The
shrinkage in industrial employment has now persisted
practically without interruption for almost two years.
Total manufacturing emiployment in the District, approx-
imately 1.25 millions in June 1945, was substantially back
to the level of mid-1942. The decline of about 400,000
persons in two years in manufacturing employment meas-
ures almost exactly the overall reduction in the esti-
mated total for all non-agricultural employment since the
peak in August 1943. With the exception of mining and
the service industries, however, the other large categories
of employment have shown some tendency to increase,
notably transportation and public utilities, and govern-
ment services other than military. In California, employ-
ment in trade and services rose sharply in the first half of
1945, reaching the highest levels yet recorded.

W ar industries

Delivery of aircraft by Twelfth District plants in the
first half of 1945 was at a slightly higher rate, measured
in terms of weight, than during the last quarter of 1944,
though considerably below the maximum rate of produc-
tion which was attained in the first quarter of last year
when 7,831 aircraft were turned out with a total weight
in excess of 100 million pounds. Though the number of
planes delivered in the second quarter of 1945 had fallen
to less than 4,000, the average weight per plane continued
to increase sharply, reflecting the higher rate of B-29
output, with the result that the total weight of airplanes
produced was nearly two-thirds as large as in the maxi-
mum quarter, Aircraft employment, on the other hand,
which had shown a steadily declining trend since mid-
1943 except for a brief period early this year, turned
sharply downward in May and at the mid-year was little
more than half the figure attained at the peak, about 180,-
000 as against approximately 315,000 in August 1943,

Shipyard employment, especially in new construction
work, declined sharply during the first half of 1945. At
the end of June the number of employees engaged in new

ship construction in Maritime Commission yards on the
West Coast was approximately 129,000, compared with
258,000 at the beginning of the year and 329,000 at the
peak in September 1943. The delivery of vessels was well

ATIRCRAFT ACCEPTANCES AND EMPLOYMENT
Twerrra District, 1943-1945

Acceptances {excluding spares) Average

eight employment
Quarter Number (1,000 pounds) (thousands)
16420 oo, 1 3,788 28,593 198
2 4,328 38,420 209
3 4,041 45,717 237
4 4,954 51,484 271
1943000 i 1 5,976 62,547 307
2 6,470 73,339 312
3 6,562 78,826 311
4 7,606 90,749 309
1944, . o 1 7,831 100,376 292
2 7,141 97,548 265
3 5,622 79,593 247
4 4,595 63,815 232
1945 ool 1 4,687 67,538 231
2 3,969 65,600 207 est.

Source: U. S. Army Air Forces, U. S. Bureau of Labor Statistics.

maintained, however; 309 ships having an aggregate
lightweight tonnage of about 1,437,000 tons were turned
over to the Commission as against 272 ships with a ton-
nage of 1,456,000 tons in the last half of 1944.

Increasingly during the current year, the emphasis in
shipyard activity has been diverted from new construc-
tion to repair work. A discussion of that subject will be
found elsewhere in this issue of the Review.

Surp DELIVERIES AND EMPLOYMENT oF MArITIME CoOMMISSION
Yarpns, New ConstructioN ONLY,
Pacrric Coast YAarps, 1942-45

Average
Number Lightweight employ-
of displacement tons ment
vessels ————(in thousands)—————
1942—1st half 116 424 122
2nd half 252 931 245
1943—1st half 447 1,631 310
2nd half 491 1,992 325
1944—1st half 373 1,677 293
2nd half 272 1,436 273
1945—1st half 309 1,437 193

Source : U. S. Maritime Commission,

Other industries

Production of lumber in the first half of 1945 continued
to reflect the acute shortage of manpower. The District
output of approximately 6.5 billion feet was some 6 or 7
percent below the average cut during the first six months
for the past three years, Mill stocks continued low and at
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the end of June were less than 60 percent of the figure
for June 1942,

The major part of the demand for lumber during the
past few years has been derived indirectly or directly
from the requirements of the armed forces for camps,
hospitals, supply depots, warehouses, shipyards and war
production plants, the housing of civilian war workers,
the construction of advanced Pacific bases and recon-
struction of harbor facilities, and for boxing and crating
equipment and supplies for overseas shipment. These re-
quirements have been on a tremendous scale and the joint
Army-Navy lumber procurement agency’s backlog of
orders outstanding represented in recent months not far
from half the total unfilled orders of all the mills in the
Twelfth District. The military requirements for person-
nel, on the other hand, together with the competitive bid-
ding for labor by the shipyards and other war industries,
have hampered the lumber industry in getting out the
necessary production. Both sides of this equation would
be altered by an early ending of the Pacific war, A con-
siderable part of the lumber currently on order would be
required in any case, however, for its original purposes
and additional quantities will be necessary in hastening
the process of reconstruction in war damaged areas.

Petroleum production and refining were among the few
basic industries of the District that succeeded in increas-
ing their output during the first half of 1945. Continuing
the expansion of the past three years, California petroleum
production last fall equalled for the first time the records
established in 1929 and pushed into new high levels this
vear. Crude petroleum output for the first six months of
1945 was about 10 percent above the corresponding
months of last year and nearly 20 percent higher than the
average production of the three years 1942-1944. Under
the stimulus of war requirements the drilling of new
wells proceeded at an accelerated pace, 1,147 wells being
completed in the first half of 1945 compared with 970 in
the first 6 months of last year. Most of the increase was
accounted for by the intensive development program in
the Elk Hills naval reserve where a production goal of
65,000 barrels per day was being closely approximated by
the end of May. Tank car movement of crude oil to Cali-
fornia refineries from the midwest was also speeded up
and in June for the first time exceeded a million barrels.
Gasoline output, reflecting the insatiable demand for mili-
tary aviation supplies, increased even more rapidly than
petroleum production and during the first half of 1945
attained a rate 25 percent above the monthly average for
1942-1944. Large drafts were also made on supplies of
heavy fuel oils, the stocks of which in the Pacific Coast
area were drawn down nearly 12 million barrels, or more
than 40 percent, during the 12 months ending June 30.

District electric power production during the first five
months of 1945, although about 5 percent below the ex-
tremely high figures for the corresponding months of last
year, continued at a level approximately 10 percent above
the average daily output for the three years 1942-1944.
Towards the end of 1944, power production resumed its
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normal seasonal pattern which is characterized by a de-
cline in the autumn and winter months followed by a rise
in the spring and summer, This pattern, which was tem-
porarily obliterated by the upsurge of production in 1943,
now seems likely to become standard again. Reflecting
cutbacks in aluminum production, power output at Bon-
neville and Grand Coulee averaged about 10 percent De-
low the figures for the corresponding months of 1944,
This year as last year, however, the output of these two
plants accounted for nearly 25 percent of the total District
electric power production.

Distribution and trade

The outstanding feature in the physical movement of
commodities in the T'welfth District during the first half
of 1945 was the huge volume of railroad traffic and the
overseas shipment of military equipment and supplies.
The total tonnage of commodities handled was probably
at an all time peak. Railroad car loadings, representing
freight originated within the District, were on a higher
level in the first six months of 1945 than in any corre-
sponding season, while the volume of tonnage brought into
the Pacific Coast ports from points outside the District
exceeded anything previously kntown. Together with the
large troop movement, this record volume of traffic se-
verely taxed the physical facilities and personnel of the
rail carriers.

Retail trade during the first half of 1945 was also main-
tained at a very high level. Department store sales for the
District were less than 10 percent below the record levels
established in the last 6 months of 1944. Adjusted for
seasonal variation, the index of department store sales
was even higher in the first quarter of 1945 than in the
final quarter of last year ; the April-June quarter showed
a reduction of approximately 10 percent.

Agricultural QOutlook at Mid-1945

Cash receipts from the marketing of crops for the first
five months of the year increased over the comparable
1944 period in all states of the Twelfth District except
Utah and Nevada. On the other hand receipts from live-
stock and livestock products decreased in all District
states excepting Nevada. For the District as a whole, re-
ceipts from crops increased by 10 percent over last year
while receipts from livestock and their products dropped
nearly 10 percent. Changes in both crop carryover and in
livestock inventories as well as changes in prices and vol-
ume of current production have been a factor in the
changing volume of farm income.

Since 1939, District farm production gains have been
general, the largest gains having been in vegetables, food
grains, and poultry products. Agricultural employment
has decreased in all parts of the District except California .
in fact the situation in that state runs contrary to that in
all other farming areas of the countrv. In all sections of
the Twelfth District, production gains have been realized
from a steadily increasing output per farm worker during
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the past three vears. Serious market shortages continue in
some of the most important farm products, notably beef,
hogs, eggs, and chickens. These shortages are due in part
to a sustained high rate of consumption caused by military
needs, war relief and the maintenance of a high level of
emplovment in industry.

During the month ending June 15 prices received by
farmers jumped to the highest level since 1920 and this
level was maintained during the succeeding month. Farm
product prices increased from 200 percent of the 1909-14
average in May to 206 percent of this base in June and
July. This is 14 points higher than in July a year ago.
The year’s price increases were most marked in the case
of meat animals, eggs, and truck crops. For the latter,
prices rose sharply in June, declined less than usual dur-
ing July and remain much higher than a year ago. The
prices of those farm products that farmers buy, such as
feed grains and hay, have tended to become lower. Farm
products as a whole are now selling at 119 percent of
parity. Among the “basic” commodities only wheat, cot-
ton and peanuts were below parity on July 15th, and
among the other supported commodities only barley, grain
sorghums, flaxseed and rye were selling at below parity.
Among the commodities not receiving price support, aver-
age prices paid were below parity for only two feed crops,
oats and hay ; one fruit, lemons ; and three classes of live-
stock, sheep, horses and mules.
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Twelfth District crop production estimates for 1945

As of July 1, 1945 crop production in the Twelfth Dis-
trict is expected to compare favorably with the excellent
records of the last three years. For the country as a whole
the outlook for field and truck crops is generally favorable,
though drought in some sections and excess rainfall in
others have reduced prospective production. In the East
and Middle West, expected fruit crop yields are a small
percent of normal as a result of an exceptionally warm
March followed by freezing weather in May. In the
Twelfth District, however, fruit as well as field and truck
crops are generally in excellent condition. Unfavorable
spring weather retarded the growth of many crops, but
warm weather in June largely compensated for the earlier
adverse conditions.

Twenty-seven of the crops grown in the Twelfth Dis-
trict had a District farm value of more than 15 million
dollars each in 1944. Estimates of the 1945 production
of these same crops by states, together with Twelfth Dis-
trict production statistics for comparison, are given in
the accompanying table.

Current estimates indicate a total District wheat out-
put of 148,767 thousand bushels this year, the largest on
record. Total wheat production in the United States this
year is forecast at 1,129 million bushels, also the largest
on record. The 1945 production of tame hay in the
Twelfth District is expected to be above average in all

Jury 1 Pronuction EsTiMATES For 1945 BY StATES, 1944 PropuctioNn anp 1934-43 Averace ProbpucrioN
LeapinGg AGrICULTURAL CroPS—TWELFTH DISTRICT
(in thousands)

Unit Calif Oregon ‘Wash.
Field Crops .
Hay, tame............ ... tons 5,763 1,758 2,073
Wheat, all............. . bu. 10,317 24,695 74,420
Potatoes, white ........ .. bu. 36,485 10,800 12,255
Barley .................. bu. 40,122 7,475 7,790
Cotton! ........ ........ hales 385 — —_—
Beans, dry............... bags 3,967 11 44
Peas, dry................ hags — 442 3,400
Hops ..ot lhs 14,850 17,910 21,996
Oats ..ovuevon. bu. 4,950 9,392 7.360
Rice ............. ... .. bu 16,884 — —
Sugar beets.............. tons 1,615 — —
Fruit Crops
Grapes «..ovovininnnun. tons 2,598 2 18
Oranges .. .............. hoxes 58,500 — —
Apples ............. ... bu. 8,715 2,736 25,160
Peaches ................ bu. 31,128 488 2,581
Pears ... .. .. bu. 12,793 4,592 8,466
Prunes .................. tons? 530 99 27
Apricots ............ ... tons 180 — 25
T.emons ................ bhoxes 12,3800 — —
Cherries ................ tons 32 22 33
Nut Crops
Walnuts ................ tons 57 6 3
Almonds ............ .. tons 23 — —
Truck Crops
Lettuce crates
Winter ...... ........ 3,707 _—
Spring .. ... e 4,977 181 239
Summer .......... 4,598 —
Tomatoes b
Spring ..o 823 — —
Summer ........ ..... 1,632 2 434
Carrots bu.
Winter 3,375 -— -—
Spring 3,396 - —
Cantaloups crates
Spring . ... 2,355 - —
Early Summer......... — - —_
Mid-Summer ...... .... 4,388 — 222
Asparagus crates
Early Spring........... 6,212 38 1,448

* August 1 estimate.
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Estimates for 1945 e 1944 10 yr. avg.
Arizona Idaho Nevada Utah 12th Dist. 12th Dist.  12th Dist.
750 2,24 352 1,090 14,027 13,433 12,034
550 31,389 491 6,905 148,767 136,205 112,789
1,235 41,710 661 2,992 106,138 95,256 66,629
2,584 12,384 840 6,975 78,170 79,133 56,375
135 —- — 520 463 609
66 1,665 -— 24 5,777 6,104 6,494
_— 1,912 - _— 5,754 7,946 3,374
—_ — — — 54,756 47,695 39,240
403 7,120 280 2,132 31,637 33,852 29,338
— — — _— 16,884 14,400 9,656
— 810 -- 429 2,854 2,211 3,326
1 1 — 1 2,621 2,536 2,271
1,150 — — — 59,650 53,066 41,922
— 2,407 — 371 39,389 43,205 41,544
15 405 3 81¢ 35,430 38,614 26,375
5 73 3 204 26,136 23,691 20,132

— 25 — — 681 50 65
— — — 9 214 355 216
— — — — 12,800 11,038 10,970
— 2 — 6 95 85 73
— — — — 6 69 57
— — — — 23 21 14
2,520 — — — 6,220 6,890 4,807
3,465 75 — e 8,957 8,349 6,367
— — — — 4,598 4,809 3,462
— — — — 823 842 631
— — —_ 85 2,483 2,223 2,132
1,500 - — — 4,875 4,569 2,661
1,134 — - — 4,730 4,097 3,247
— - — — 2,355 2,228 2,415
1,680 — — — 1,680 1,469 1.219
— - — — 4,610 3,450 2,042
— — — — 7,748 8,292 7,496
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states except Nevada. Although the most valuable Dis-
trict crop, less than one-third of the hay crop is sold from
the farm where it is produced.

Among other important field crops, potato production
is expected to be particularly large this year. In California,
nearly twice the average crop is expected, and the output
in Idaho will probably be 40 percent above average. Hops,
grown commercially only in the three Coast states, will
probably vield the largest tonnage since estimates were
first made 30 years ago.

The production of some important District crops in-
cluding cotton, field beans, sugar beets, apples, and apri-
cots, is expected to be below average. Cotton production
in the District is expected to be only 85 percent of the
10-year average. Of all the cotton producing states in the
country, California alone will produce more this year
than in 1944, but even in California the 1945 crop esti-
mate is less than the 10-year average, Reduced bean pro-
duction is expected in varieties other than limas. Sugar
beet production, while expected to exceed that of last
year, will still be well below average because of the more
favorable market for crops which compete for beet land.

The Nation’s apple crop is expected to be at a record
low in 1945. Only in the western states is a fair crop in
prospect, and California is the only important apple pro-
ducing state in which the 1945 estimate of production is
above the 10-year average. A small apricot crop for 1945
follows the extra large crop of last year.

Output of all the leading truck crops of the District is
expected to exceed the 10-year average. District produc-
tion of asparagus is above average, with an increase in
Washington more than offsetting a small decrease in
California. Fall truck crop production has not vet been
estimated.

Favorable moisture conditions and good growing
weather are largely responsible for the prospective heavy
crop yields in the District this year. Increased plantings
have been induced by the favorable price prospects result-
ing from strong wartime demand, supplemented by gov-
ernment price supports in many cases.

1945 Price Supporis for Fruit for Processing

The Monthly Review for April 1945 contained the
1945 price support program for all supported farm com-
modities except fruits for canning, freezing, and dry-
ing. Average price supports for the 1945 crop of Califor-
nia fruit, since announced by the War Food Administra-
tion, are shown in the following table:

Per ton

Apricots, for canning and freezing
dried .. e e
Cherries, for canning and freezing
Peaches, clingstone, for canning and freezing
freestone, for canning and freezing............. L. 54
clingstone, dried ............................ ... 330

freestone, dried ..... ... . ... ., 4;10
Pears, for canning and freezing............................. 73
red oo 330
Plums, for canning ..........iiieitin e 60
Prunes ... 203
Raisins, Thompsons and Sultanas ............................. 190
Muscats oo 205
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Support prices for fruits for canning or freezing take
the form of a Government offer to purchase the processed
commodity from the processors at guaranteed prices, pro-
vided the processor buys the raw material from the farmer
at support prices. The guaranteed prices are used by the
OPA in constructing processors’ ceiling prices. When a
processor pays the grower less than the average support
price, his ceiling on the processed commodity is lowered
by being based on the actual average prices which he does
pay for the raw commodity.

The grower support prices for apricots for canning and
freezing vary from $65 to $100 per ton, according to the
size of the fruit and the district in which it is grown, and
averages $89 per ton in California. The average is $10
per ton lower in Washington and Utah, where a small
amount of apricots is produced. The support prices for
California cherries for processing vary by grade and dis-
trict. In other states the average prices are $225 per ton
for black and $215 for white cherries. Sour cherries,
for canning and freezing, not produced commercially in
California, are supported at an average price of $160 per
ton in other states in the T'welfth District, except in Wash-
ington and Northern Idaho, where the price is $165 per
ton. The support price for California freestone canning
peaches shown in the table applies to the Elberta and Hale
varieties. In Oregon and Washington the average support
price for number one freestone canning peaches is $62; in
other western states it is $60 for all grades. Freestone
peaches comprise less than 10 percent of the annual
canned peach pack in the District. Practically all of the
other 90 percent consists of clingstone peaches raised in
California. Support prices for California canning pears
of both Bartlett and winter varieties vary from $59 to $78
per ton according to the district in which grown.

Support prices for dried fruit are made effective by the
offer of the Government to purchase direct from the
growers rather than through the processors as in the case
of fruits for canning or freezing. Although the support
prices in the above table apply in all states, production of
dried fruits is confined substantially to California. Dried
Bartlett pears from Lake County, California are sup-
ported at $360 per ton, compared with the average of
3330 for all other localities as given in the table above.

Raisin prices are supported through the Government’s
guarantee to growers to purchase at specified prices any
1945 raisins still unsold on October 1, 1946. Growers’
support prices for raisins for 1945 are $10 per ton higher
than in 1944 for the varieties listed in the table.* The
prices shown apply to the natural raisins ; they range from
$210 to $257 for the special bleached varieties, which are
not an important part of the total pack. There is no ceil-
ing price on sales of raisins by growers. Packers may sell
to the Government at a price covering the support price
to growers plus a packers’ allowance. Packers’ sales for
civilian use must be at or below established ceiling prices
($118 for Thompsons and Sultanas). The Government

t All restrictions on the use of raisin grapes for other than drying for raising
have been removed. See Monthly Reviews for October and November 1944,
for details of 1944 program.
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purchases raisins for civilian use from packers at the sup-
port price plus the packers’ margin and resells to the pack-
ers at the ceiling price. This is similar to the purchase and
resale operations which were in effect in 1943 and 1944,

For prunes, the growers support price is made effective
by the same methods as for raisins. Packers must buy at
support prices or higher in order to qualify for military
and other government business. The announced basic

MONTHLY REVIEW

ot
~I

support price is $190 per ton for prunes sized &0 to the
pound grown in Santa Clara, Sonoma and Napa coun-
ties, California, where the bulk of the crop is produced,
and $185 for those grown elsewhere. Since California
prunes average larger than 80’s and the support price is
more for larger prunes the estimated average support
price is greater than the basic prices. Current actual
prices for the 1945 crop are above support prices.

The Ship Repair Labor Problem on the Pacific Coast

oR more than a year shortages of skilled workmen in
F ship repair yards on the Pacific Coast have hampered
repair work, particularly for naval vessels. In spite of
steadily declining employment in privately operated ship
construction yards, which might be supposed to have re-
leased considerable numbers of qualified workmen, such
shortages persist. In recent months criticism has been
especially insistent with respect to the lack of sufficient
repair workers to staff the navy yards at the desired man-
ning schedules. With the stepping up of hostilities ad-
jacent to the Japanese homelands an increasing number of
naval combat vessels have come within bombing range of
enemy aircraft and many have suffered extensive damage.
It is also true that the longer the war continues the greater
is the need for routine overhauling of ships of all kinds on
which maintenance work can not be delayed indefinitely.
With the shifting of the major war effort to the Pacific,
the ship repair situation in this area has now become
critical.

Naval repair facilities

In planning its repair program in the Pacific area the
Navy has not only greatly augmented its facilities at the
various navy yards on the mainland and in Hawaii, but
has also established repair facilities at advanced Pacific
naval bases and in addition has supplied the fleet with a
large number of repair ships of novel design and with new
types of floating drydocks. Some of these repair ships are
essentially floating machine shops and carry complete
stocks of spare parts and repair materials ; others are de-
signed for the servicing of particular types of warships,
such as destroyers or submarines. One ingenious type of
repair ship, the so-called auxiliary repair drydock, while
having the general lines and appearance of a ship, is in
effect “a shell of a ship,” without decks in the usual sense
but having an open well into which vessels of small ¢r
moderate size can be admitted by lowering a hinged stern;
the repair ship can then be lifted by pumping out water,
thus acting as a floating drydock. Still other types of large
floating drydocks have been built in sections and then
towed across the Pacific and assembled at points deter-
mined by strategic and other military considerations.
Some of these floating drydocks are capable of docking
almost any warship, except those of the very largest size.
They can be used for making emergency repairs to ships’
hulls and perhaps for installing certain parts, such as pro-

pellors, or for repairing rudders and shalfts, or cleaning
fouled bottoms. In conjunction with the new types of re-
pair vessels, they have proved to be a highly useful and
mobile facility in providing for the emergency require-
ments of the fighting fleet and its auxiliaries. All these
facilities have obvious limitations, however, and at best
can only supplement rather than replace the work of the
permanent shore installations.

The main reliance of the fleet for substantial repairs has
continued to be the Government navy yards, especially
those on the mainland, which have permanent graving and
outfitting docks, material handling equipment, extensive
machine shops, foundries and other manufacturing facili-
ties, and where large stocks of materials and spare parts
as well as a balanced and well organized force of skilled
mechanics, helpers and laborers are maintained. Up to
about the time of the outbreak of war with Japan, the navy
yards on the Pacific Coast were two in number—the Mare
Island yard at Vallejo on an arm of San Francisco Bay,
and the Puget Sound yard at Bremerton near Seattle.
While both these yards did a certain amount of new con-
struction, Mare Island specializing on submarines and
Puget Sound on destroyers, their basic reason for ex-
istence was to make periodic routine overhaul of the
units of the Pacific Fleet. Each yard has drydocks capable
of handling vessels of the largest size and is well equipped
with miscellaneous manufacturing and machine shop fa-
cilities, storage yards and warehouses. Both yards have
been greatly enlarged during the war and have engaged
in important construction as well as repair work.

Banking and Credit—

Averages of Wednesday figures

(millions of dollars) Change fron;%

Condition items of weekly reporting June May Apr. June
member banks
Total loans «..vvvvnniininnnn .. + 78 -+ 68 4+ 92
Com’l,, ind., & agric. loans + 6 4+ 3 + 19
Loans to finance transactions i
U. S. Government securities.... 118 69 -+ 65 + 62
Other securities .............. 2 — 5 =+ 5
Real estate loans .............. — 3 — 6
All other loans ................ + 1 4 8 + 12
Total investntents ....... . +164 - 89 -+1,084
. Government secur -+151 4 75 41,024
All other securities ....... .. 4+ 13 4+ 14 -+ 60
Adjusted demand deposits ........ 3,141 — 65 — 53 -+ 351
Time deposits ««vvvrvrrvnenerannn. 1,838 -+ 28 -+ 53 + 373
United States Government deposits. 824 4271 4128 -+ 267
Coin and currency in circulation
Total (changes only) ......c.vvvenn — 4+ 53 116 -+ 701
Fed. Res. Notes of F. R. B. of S. F, 2917 4 50 4112 -+ 675
Member bank reserves .............. 1,781 4+ 23+ 64 -+ 266
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Extensive additional navy repair yards have been estab-
lished on the Pacific Coast since the outbreak of the war.
The most important of these are the new drydocks at
Hunters Point, San Francisco, and the Roosevelt Naval
Base at East San Pedro, Los Angeles Harbor. Large per-
manent graving docks have been constructed at both these
sites, together with shops, warehouses, and auxiliary fa-
cilities. There is also an important, though smaller repair
yard at the San Diego destrover base, and miscellaneous
installations for repair of small craft are [ocated at Treas-
ure Island in San Francisco Bay.

The rapid expansion in the Government navy yards on
the Pacific Coast during the past five years is indicated by
the following table showing the volume of employment in
the four leading establishments at the beginning of each
quarter from 1941 to date:

1541 1942 1943 1944 1945
First quarter ....... 25,600 43,200 67,500 78,300 95,400
Secoud quarter ...... 29,300 51,900 66,900 84,200 100,200
Third quarter ....... 32,500 62,300 75,500 83,890 100,000
Fourth quarter ...... 36,800 65,500 74,300 38,800

Source: War Manpower Commission, San Francisco Regional Office.

Conversion of private yards fo repair work

In addition to the Navy establishments, privately op-
erated drydocks and repair yards are a regular feature of
practically every important seaport on the Pacific Coast.
At San Francisco Bay, for example, two of the oldest
established shipyards are well equipped to do an extensive
ship repair business and a large number of vessels have
undergone repairs at these plants during the past three
years; a large Seattle drydocking yard has been similarly
occupied. Two of the older yards at Los Angeles harbor
have drydocking facilities and the Navy has installed ex-
tensive new drydocks at a large Tacoma yard that was
taken over early in the war and converted to specialized
naval construction. Numerous other concerns, some of
cousiderable size, are equipped to perform routine over-
hauling and maintenance work.

Furthermore, it has been part of the overall defense
plan, worked out by the Navy and the Maritime Commis-
sion, that as many privately operated shipyards as pos-
sible on the Pacific Coast be converted to ship repair
work, as the volume of new ship construction, especially
in the large Maritime Commission yards, passed its peak
and entered a declining phase. Floating drydocks have re-
cently been installed at a number of such plants, two at an
Oakland vard, one at Portland, one at Seattle, and an-
other, it is reported, is to be installed at Wilmington. Two
of the five construction basins in which large transports
have been built at Richmond are currently being length-
ened and deepened to accommodate vessels up to a draft of
30 feet in anticipation of ship repair work. In addition, re-
pair work not requiring dry docking has been assigned to
other ship construction yards at all the important ship-
building centers along the Pacific Coast and some 300
million dollars worth of new naval construction work,
which was originally scheduled for the Pacific Coast, has
been transferred to yards on the East Coast in order to re-
lease facilities in this area for ship repairs.
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Wage policy of navy yards

One of the factors contributing to the difficulty of man-
ning the Pacific Coast navy yards appears to be the some-
what lower scale of pay prevailing in the Government
establishments as compared with the privately operated
vards. As far back as 1862 Congress directed that wages
in navy yards must conform generally with those prevail-
ing in the respective communities in which the yards were
located. That this mandate continued to have some effect
is indicated by the results of a survey of shipyard hours
and earnings made in August 1936 by the United States
Bureau of Labor Statistics. At that time the highest aver-
age rates of pay among the 8 navy yards were found on the
Pacific Coast, with the Mare Island yard in the lead and
the Puget Sound yard ranking next in order, while the
lowest rates were found among yards on the South Atlan-
tic Coast. The lack of private shipyard development on the
West Coast at that time makes comparison of navy yard
and private yard wages impracticable for this region; on
the Atlantic Coast, average hourly earnings in navy yards
in 1936 exceeded earnings in private yards by about 15
vercent; navy yard rates were higher than those in the
private yards in all major classifications except appren-
tices. By 1938 the spread hetween workers’ earnings in
navy yards and in private yards had been considerably
narrowed and, according to the Bureau of Labor Statis-
tics, probably did not average more than 5 cents per hour
in favor of the navy yards. No comparable survey of rela-
tive wage levels in navy yards and private shipyards has
been published during the war years, but there is ample
evidence that the marked increases in rates of pay which
have occurred in private shipyards since 1940 were not
entirely matched by corresponding wage increases in the
navy yards. As a consequence, basic hourly rates of pay
for comparable occupations are now somewhat lower in
the navy yards than in private yards and this is reputed to
be an obstacle to the recruitment of skilled workmen in the
naval establishments.

Current remedial measures

Recent statements by high ranking naval officials, in-
cluding the Secretary of the Navy and the Commander-
in-Chief of the Pacific Fleet, indicate that the situation
with respect to repairs on combat vessels has reached a
critical stage. Badly needed warships were clogging the
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repair yards, it was said, while shipyard workers, con-
cerned with establishing themselves in secure postwar
jobs, were reported to be leaving the yards “in alarming
proportions.” Shortages of as high as 20,000 ship repair
workers were indicated for the Pacific Coast area, 15.000
of whom were said to be needed in the San Francisco dis-
trict alone. The need was so acute that the National Selec-
tive Service System on May 23 took the unprecedented
step of granting blanket draft deferments to nine cate-
gories of skilled workmen employed in Pacific Coast ship
repair yards. The occupations included in the order are
those of machinists, electricians, sheet metal workers,
boiler makers, pipe-fitters, coppersmiths, riggers, ord-
nance men, and instrument repairmen. At the same time
the Production Executive Committee, an inter-agency
group headed by the chairman of the War Production
Board and concerned with procurement problems. ac-
corded a “No. 1 urgency” priority rating to West Coast
ship repair yards. This, in effect, amounts to a directive
to the local manpower authorities to establish the highest
priority for ship repair yards in the referral of labor to
employers through the United States Employment Serv-
ice. The War Manpower Commission took the unusual
step of granting clearances for the transfer of qualified
workers from other essential industries to ship repair
vards, although ordinarily transfers from essential indus-
tries are not permitted. The Navy Department also an-
nounced that it would pay the transportation and sub-
sistence of skilled workmen recruited in other areas for
employment in West Coast navy yards and has taken steps
to provide them with adequate housing accommodation
on the condition that they remain at least six months.

Whether these various measures will be effective in
remedying the shortage of skilled ship repair workers re-
mains to be seen. Probably the basic root of the difficulty
is the lack of an adequate supply of really skilled journey-
men in the true sense of the term, growing out of the gen-
eral industrial stagnation of the thirties and the backward-
ness of apprenticeship arrangements and other methods
of training up to the outbreak of the war. The subsequent
rapid expansion of shipbuilding in this area with its em-
phasis upon mass production methods and upgrading of
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relatively inexperienced workmen has not yet made good
the fundamental deficit of skilled mechanics relative to the
greatly increased demand resulting from a flood of ship
repair work, which is additional to the requirements of the
ship construction industry itself and of other war indus-
tries. The operation of the selective service system, largely
left to the discretion of the local draft boards, has also
tended to reduce the available supply of skilled workmen
of the types now urgently needed. Stimulated by criticism
in Congress and elsewhere, investigation into the hiring
and wage policies of the Government navy yards has been
promised by responsible procurement officers ; this may
result in some improvement of current employment prac-
tices. The allocation and scheduling by the Navy of repair
work to privately operated shipyards also seems to admit
of improvement ; there has been more or less complaint,
both by shipyard managers and by spokesmen for the
labor unions, that promises of repair assignments have
been made by the Navy again and again and the actual
work has not been forthcoming. This of course tends to
general unsettlement of yard organization and makes it
difficult to keep workmen on the job.

Recent expansion of ship repair employment

The national campaign undertaken to relieve the short-
age of workers in Pacific Coast repair yards has at least
succeeded in easing the situation. Since March of this
vear, when employment figures on ship repairs were first
published. there has been a fairly steady upward trend in
the number of repair workers, with some tendency to
acceleration in recent weeks in the case of the privately
operated shipyards. On March 15, the major West Coast
vards, including the navy yards, reported about 120,000
employees as engaged in repair work. By the middle of
May the number had increased to around 135.000 in 40
larger shipyards, including 90,000 in the navy yvards. At
the end of June not less than 60 shipyards were engaged in
ship repairs and approximately 175,000 workmen were
reported in repair work, which represented about two-
fifths of all shipyard employment at that date. During
June and July the War Manpower Commission’s recruit-
ment efforts brought a total of more than 10,000 addi-
tional workmen into the naval repair yards from outside
the three Pacific Coast states. More than half the total
number of repair workers are still accounted for by the
four larger navy yards, though an increasing numbher of
commercial yards are converting their facilities to repair
work. The heaviest concentration of ship repairs is in the
San Francisco and Puget Sound areas, where approxi-
mately 60 percent and 50 percent, respectively, of all
shipyard workers in those areas, were in repair work on
July 1. At the opposite extreme is the Portland-Van-
couver area, where at the same date the proportion was
less than 10 percent, while in the southern California
area the proportion was about 25 percent. With the ap-
proaching rapid termination of new ship construction,
both the aggregate number and the proportion of total
shipyard workers employed in repair and conversion
work can probably he expected to increase.
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Labor disputes in ship repair yards

Probably to a greater extent than any other industry
on the Pacific Coast, the repair branch of shipyard work
has been plagued by labor disputes. Many of these dis-
putes have been occasioned by jurisdictional conflicts be-
tween the various craft unions of the A. F. of L. or be-
tween the A. F. of L. and the newer C. I. O. unions,
though controversies concerning overtime hours and rela-
tive rates of pay in repair work as compared with new
construction have also caused work stoppages and delays
in getting out the ships. A differential of approximately
12 percent in basic hourly wage rates in favor of ship re-
pair work as against new construction has prevailed in
the privately operated shipyards in the San Francisco and
northwestern areas since April 1941.% Attempts to extend
the repair differential to the southern California yards
were denied by the War Labor Board until June of this
year, partly because of representations by the Govern-
ment procurement agencies that the existence of the dif-
ferential in the northern areas and the resulting con-
troversies over its application had operated to interfere
with the effective prosecution of the war.

Special wage allowance for ship repair work as opposed
to new construction was originally justified on the ground
of its more exacting requirements, demanding special

INo similar differential between rates for repair work and for new con-
struction exists in the navy yards.
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skill and frequently involving dangerous and dirty work-
ing conditions, and its greater irregularity. During the
rush of repair and conversion work of the past few years,
however, the latter basis of justification for the differen-
tial has largely disappeared. Furthermore, disputes as to
the proper classification of “repair” work as opposed to
“new construction” and attempts by labor unions to com-
pel the payment of the differential for conversion work
on new ships or for special installations made after orig-
inal completion and acceptance of the vessel but prior
to actual entry into service have occasioned numerous
work stoppages and serious delays in the completion of
new ships. This situation has been particularly prevalent
in the San Francisco Bay area, where repair work and
new ship construction are frequently performed in the
same yard and where labor unions have traditionally
been strongly entrenched. Amendments to the general
shipyard working agreements were approved by the War
Labor Board in November 1944 that had the effect of
substantially recognizing the labor representatives’ point
of view in the definition of ship repair work in the San
Francisco and North Pacific areas. In June of this year
the Board modified its previous position as to the applica-
tion of the repair differential in southern California and
permitted its extension to three large and eleven small
yards in that area, with strict limitation to actual repair
work, however, specifically excluding conversion work on
new ships from the category of ship repair.
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National Summary of Business Conditions
Released July 26, 1945—Board of Governors of the Federal Reserve System

PRODUCTION and employment at factories declined somewhat further in June reflecting
mainly reduced output of munitions. Value of department store sales in June and the
early part of July were considerably above year-ago levels.

INpUsTRIAL PrRODUCTION

Industrial production declined about 2 percent in June and the Board’s seasonally ad-
justed index was 222 percent of the 1935-39 average as compared with 226 in May and
235 in March of this year. Reduced activity in munitions industries accounted for most
of the decrease.

Steel production in June and the first three weeks of July was down 7 percent from
the May level, and was 5 percent below the corresponding period a year ago. Output in
the nonferrous metal industries also declined, particularly at fabricating plants, due
primarily to the large drop in military demand for most aluminum and copper products.

Production of most nondurable goods showed little change in June. Civilian supplies
of some of these goods such as butter and tobacco products have increased in July as
a result of reduced military purchases. Distilleries have been permitted to produce bev-
erage alcohol in July.

Output of minerals rose 5 percent in June, reflecting mainly a large rise in coal
productlon to the highest rate since last November. Crude petroleum production con-
tinued to increase, reflecting even greater military demand for some petroleum products
for the Pacific war than for the two-front war prior to VE Day.

Contracts awarded for most types of privately-owned construction increased con-
siderably in June. The total value of private awards was three times as large as the
very low level prevailing in 1944, while awards for Federal construction were generally

smaller than last year. DISTRIBUTION

Department store sales, which usually decline from May to June, increased this year
and the Board’s seasonally adjusted index rose from 187 to 201 percent of the 1935-39
average. Sales in June were 15 percent larger than a year ago and in the first half of
July were 23 percent larger than in the corresponding period last year.

Freight carloadings were generally maintained in June and the early part of July.
Shipments of manufactured products, however, declined somewhat and, allowing for
seasonal changes, were about 5 percent below the first quarter average. Loadings of
coal in June and the first two weeks of July were above the reduced level prevailing in

April and May. Commonity Prices

Prices of wheat and of fruits and vegetables declined somewhat from the middle of
June to the third week of July reflecting chiefly seasonal increases in supplies. Prices
of most other farm products showed little change after reaching a new peak for the
wartime period on June 15.

Steel scrap prices, which had declined somewhat in May, increased to ceiling levels
in the latter part of June and prices of most other industrial materials were maintained

at ceiling levels. AGRICULTURE

Production prospects for most major crops were generally favorable on July 1. Cotton
acreage reported in cultivation, however, was 10 percent smaller than last year, and
prospective corn production this year was indicated on july 1 to be 17 percent smaller
than last season’s large harvest.

Milk production continued at a record level in June. The number of young chickens
on farms has increased rapidly this spring and on July 1 was 11 percent greater than on
the same date in 1944, Marketings of cattle and sheep were larger in June than in the
same period last year, while the number of hogs marketed continued to be much less

than in 1944. Bank CreEpIiT

Reporting member banks in 101 leading cities increased their holdings of U. S. Gov-
ernment securities by 4.5 billions of dollars in the eight weeks ending July 11, which
period included the major portion of the Seventh War Loan Drive. This amount cor-
responds closely to increases for comparable periods of the two previous drives. During
the seventh loan banks added substantially to their holdings of bills, certificates, and
notes, and they have also continued to increase their holdings of bonds.

Loans for purchasing and carrying Government securities extended to customers
other than brokers and dealers by weekly reporting banks increased 1.6 billions during
the four weeks ended June 27, in contrast to 1.1 billions during the comparable period
of the sixth drive, and 1.3 billions in the fifth. Loans to brokers and dealers for purchas-
ing or carrying Government securities started increasing somewhat earlier and expanded
more than in preceding drives. Both categories of these loans at their peaks were above
high points reached in previous drives. Declines in these loans began in July.

Excess reserves expanded more and reached a higher level than in any drive since
the Third War Loan Drive in September 1943. Owing to the great success of the
seventh loan in obtaining subscriptions from non-bank investors, the shift of funds from
deposits subject to reserve requirements to reserve-exempt United States Government
deposits and the consequent decline in required reserves were larger than usual. Member
banks used a part of the funds thus made available to pay off borrowings at Reserve
Banks, which had risen to a high level of over 900 million dollars in June. Reserve Bank
holdings of Treasury bills showed less decline during and following the seventh loan
than at the time of the previous drive. Holdings of certificates and notes continued to
increase.
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