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H. !!. .Jr: 

Senator 
Wagner: 

H. M.Jr: 

'II : 

H.~~.Jr: 

H.M.Jr: 

W: 

H.M.Jr: 

'A: 

H.!'.Jr: 

!i . t: .Jr: 

H.I~.Jr: 

W: 

H.M.Jr: 

Bello . 

Henry? 

Hello, Bob . 

How a r e you? 

Fine. 

Good. 

I' m just back. 

November 27 , 194o 
12: l!o p. m. 

Henry, I'll tell you what I wanted- I don't 
mean it's i~ediate t oday or t omorrow but I'd 
like to have you think about it. I we n t to t alk 
t o you sooner or later about this - you know 
abou t thl e money e tu~y . 

I'm ver y anxious t o talk to you. 

Yeah, and I also want to t alk to the President 
but, frankl y - J esus, f or a f ellow that works 
as I do for F. D.R. - J esus, I can 't get past 
••a t son. It' s the first time 1t 'e happened t o 
me, but I' m not complsini ng at all, but I don 't 
want to do a t hing which i a no t in conformity 
with the President' s plan or your plan, don't 
you know. 

Well, I' m at your servi ce. When would you like 
to get t ogether? 

Well, we' r e having - supposing I drop in - I' l l 
call you uo t omorrow mor ni ng and see if you have 
a li ttle t i me tree. 

I 'll make it now it you ' ll t ell me when. 

We l l, let' s make 1t t omorrow, say, at 11 o ' clock. 

That ' e yours. 

I e that all right? 

That' e yours. 
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l!.l! .Jr: 

l! . lt.. Jr: 

'II: 

!!.r.:.Jr: 

w: 

!!.".Jr: 

~: 

' 

- 2 -

Huh? 

I'm at your ser vice at 11 . 

All right. I' l1 be 1n your ottics at 11 o'clock. 

I'm at your service. 

I've got no olens arranged but the answers ere 
com1ng ln now, don 't you know, and the newspaper 
tello>~e - t ney ' re arter me . 

I' ~ be delighted t o see you. 

All right, Henry. 

Thank you. 

Good-bye. 
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November 27, 1940 
3:00 p.m. 

• 

Adl!lirlll Emor:y 
S. Land: Hello, Mr. Secretar:y. 

H .l~ .J r: 

L: 

H.M.Jr: 

L: 

H.!.:.Jr: 

L: 

!!.lLJr: 

L: 

H.M.Jr: 

L: 

H.H.Jr: 

L: 

Yea. The reason I'm calling - if it le something 
that will not welt until t omorrow or course I'll · 
eee you . 

Well, I can tell you ver:y briefly what lt ls. 
It can walt- it's quite O.K. to wait . The 
Preeident wanted me to talk to you about this 
Br1t1eh shipbuilding program and also to get a 
slant on the thing from the PurYie outfit, and 
I thought rather than to go to Purvis I'~ see 
:you tirat and then lt it was necessary to go to 
Purvis why I'd do eo, but I t hought you ~robably 
knew all that he knew. He wants me, right after 
talking to you and Purvla, to write a memorandum 
to him. 

Well, that thing would keep until tomorrow 
wouldn't lt? 

Sure, but I've got to get lt ln bef ore the 
end ot the week, but t hen that's the only 
reason - but it'll keep until tomorrow. 

~I ell, how about . .•.. 

Could you make it 1n the af t ernoon because I've 
got •• .•• 

Yea, I can make lt at 3:30. 

3:30 t omorrow. 

3: 30 tomorrow. 

0. X. and you can give me a little indoctrination 
and give me some idea ae to how t o write thla up 
for the Boss. 

I'll do the beet I oen. 

All right, sir. 3:30 tomorrow. All right. 
Thank you. 

3 t/ 
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GROUP 11£E'riNG November 27, 1940 
3:00 p.m. 

Present: Mr . Gaston 
}.{r , Foley 
Mr. Young 
Mr. Graves 
Lfr. · Sullivan 
Mr . Pehle 
Mr. White 
Mr. Wiley 
Mr . Cochran 
Ur . Thompson 
Ur . Haas 

H.!!. Jr: 

Gaston: 

H. L!. Jr: 

Gaston: 

H.U.Jr : 

Gaston : 

H . !l~ Jr: 

Gaston : 

H.ll.Jr: 

Wiley: 

R. ll. Jr: 

Gaatcn: 

!.fr . Schmrz 
Urs Klotz 
!Jr. Bell 

Well, Herbert, t;hat have you got? 

Well, here is a little paper that llr. Hoover 
sent over to tell you what they have been 
doing. 

Shall I read it? 

Well, you csn read a little of it and see what 
the nature of it is . 

I will take it to the house . 

There are some pretty colored charts. 

That is lovely. 

They are colored very nicely. 

Thank you, 

Have you (Wiley) seen it? 

Yes, sir. 

What else? 

I went over to talk to l.lr. Berle on llondaf 
about this question of pressure of the Br~tish 

4 
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H.!I. Jr : 

Gaston: 

B.ll.Jr: 

Gaston: 

H.Y. Jr : 

Gaston: 

B. ),[. Jr: 

Gast011 : 

- 2-

to haTe ue relax our regulations as to arma­
ment of ships in American waters . Of course, 
we didn' t want to be llut on the spot of vio­
lating written direct~ves already givan b7 
the State Department, eo Berle said he would 
call an interdepartmental meeting on the sub­
jec~ within the next 48 hours. 

That was the same thing as when I left? 

That is the same thing, 

Still there, is it? 

Yea. 

On a previous conversation, his i dea was that 
we would just sort of close our e1es to what 
was going on, but we have a specific case 
which came up . I thought we had better get 
some understanding, so he promises to get a 
meeting on the subject. 

While I was there he talked about this fund 
freezing and said that it seemed a good manr 
complications would be forthc<Ding f ran anr 
general fund freezing and he was trpng to 
work out sane alternative f or it. Be hadn' t 
gotten the correct formula ret, but the thing 
was on hie desk and he was trring to work out 
sane thing. 

Well, I take it that Bell has that. I don't 
know just where it ill . But nothing happened 
on it'l 

Nothing happened. 

I didn't expect it would. 

No, he etill has it. 

5 
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H.!J. Jr: 

Gaston: 

H.M. Jr : 

Gaston: 

H.Y.Jr: 

Gaston: 

H.M. Jr : 

• 

- 3 -

Who? 

Berl e. There has been as you know, quite 
a bi t of publicity on the subject . 

What else? 

~nere is nothing else. 

I don't know whether McKay told you, but I 
wish you would get frOlll him - he got i t f r an 
a naval officer at St. Thomas . Four times 
since the America has COllie to St. Thomas, every 
time she has had an accident \'lith her life­
boats . Vnllle we were there, they dumped several 
men out of lifeboats . One man, I think, broke 
his neck, and the Coast Goard was there and 
rescued the fellow. He can give you the st ory. 
I don' t know how far he went that time with 
Wayne Taylor on steamboat inspection. 

Wayne was quit e enthusiast ic about i t and I 
have t alked to him about it twice since then 
and he says he has mads some progress, but 
he hasn't convinced Jesse Jones 7et. 

In the meantime, two representatives of the 
Budget came over to see me and said that thef 
had been directed to make an exhaustive inq1nry 
and the matter would probably take them a long 
time, The;r have already gone over all this 
ground, but they are golng to go over it all 
again. 

Here is a good case to prove the - how lax 
the steamship inspection ia . 

If you get a chance, let ' s get together . I 
think i f I can have a chart to show the Presi­
dent how t he thing is done, and then give him, 
at the sama t~, a chart to show the divided 

6 
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Gaston : 

!:.::. Jr: 

Caston : 

Gaston : 

H.!,!. Jr : 

Gaston : 

• 

- 4 -

authority, and then be sure on these four 
cases of the America that we are right, al­
though a naval officer told it to me, and 
what a disgrace it is to have a boat like 
that come and every time have an accident 
and every time have a delay in the sailing. 
Then the New Amsterdam comes and everything 
is handled beautifully, and they say, "That 
is ho>. the Europeans do it . " 

The Dutch line have big power lighters r:hich 
they handle on deck, and they can take a 
&ood number of people aboard. The U. S. li.ne 
aoesn' t have a~-thlng of the kind. 

It is faulty equipment . 

They just don ' t have that equipment . 7bey 
tried to ~:;et permission from Custo~s to buy 
sane of those Dutch lighters without the pay­
ment of duty on them . 

\'.ell, if you e;et me up a chart and a story 
like that, I will take it to the Pl'esident. 

And Herbert, this thing here of this political 
appointment, I am going to give it back to 
you, and some time not in the too distant 
future I 1~ant t o talk to you, an:f1>ay, about 
the question of folitical appointcents in 
Treasury. I don t ·;;ant to have anything to 
do. m th them. 1~ybe we vlill want to set up 
a little committee to handle them. 

Yes , 

I will talk to yon about it . 

Yes , 

lio11, also on this particular job, Norman 
Thompson has an appointcent which has been 

7 

• 

Regraded Uclassified



H.M, Jr: 

Gaston: 

u.u. Jl' : 

Gaston: 

B.!.l. Jr: 

Gaston: 

H.M. Jr : 

Gaston: 

H.U. Jr: 

Gaston: 

Fole;y: 

Gaston: 

H.lf. Jr: 

Fole;y: 

H.U. Jr: 

Gaston: 

' ' 

- 5 -

cl eared, and we had a special r equest from 
across the street to expedite that part icular 
one. 

Is this on the so.me thing? 

It is on the same job that I used as an in­
stance here . 

Is this what the President nants? 

This is what all the political authorities 
have recODillended, end \'Iatson - yes, that is 
11hat he wants. The7 asked us to expedite it 
and hurry it over there , 

Is that what Fl;ynn wants? 

Yes . Wagner and Mead and everybody. 

Is he any good? 

They al l - Harry Durning tells me that he i s 
a very fine fell ow. 

Have you had him investigated? 

Yes, r.e have had him investigated. 

~eens? 

Yes, Queens, State Senator . 

What does that mean? 

Somebody told me that he wasn't so goo·d . 

Has he gone through t he regular invest igation . 

He has, ;yes, We haven' t the written report 
from Hel vering, but he tol d me over the phone 

Regraded Uclassified



H.l!. Jr : 

Go.ston: 

H.U. Jr: 

Gaston: 

H.J.! .Jr: 

Gaston: 

H.LI.Jr : 

Gaston : 

H.l!. Jr: 

Bell: 

H.J.!.Jr: 

Bell: 

H.I.!. Jr: 

Bell: 

' 

- 6 -

that he had - that the investigator had ad­
vised that he was sending a favorable report. 

It isn' t attached. 

No, because it hasn't arrived. It won't get 
here until tomorrow. 

I will si~ it, but I am going to put the 
responeib1lity on you --

llot to send that to Pa Watson until I get 
Helvering' s recommendation? 

Favorable recommendation. 

Favorable recommendation. All right . 

Vlhat else? 

Nothing. 

Dan? 

I have a number of things which I will talk to 
you about tonight. 

Okay. 

There are two items. One is, we are having 
a call day from the special depositories of 
107 million. Heretofore, that has been given 
out in each Federal Reserve Bank, and I thouibt 
we might give it out here and tell the amoun£ 
that comes out of each district . 

Okay. 

I will give that to Schwarz . 

The other thing is, Roy Blough haa been re­
quested to go down to the University of 

) 
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B.!I. Jr : 

Bell: 

H,J.!, Jr: 

Bell: 

H.J.I. Jr: 

Bell: 

H.U. Jr: 

Sullivan: 

B.~.Jr: 

Sullivan: 

Bell : 

H,l!, Jr: 

Bell: 

H.J.I. Jr: 

' 

- 7 -

Alabama and participate in a roundtable dis­
cussion . His subject would be "National 
Defense Spending, 1940 and beyond that period, 

That is not his field. 

Well, it is not his field, he a.dmi!!i and he 
is not particularly anxious to go ess the 
Department thinks --

That is not his field --

• ••• somebodf ouRht to go. 'Be is not asking 
for it . Be just wanted to know What the 
policy of the Department is. 

. 
No . I would be glad to have him go if it was 
on taxation, but not on National De.f ense spend­
ing. 

Well, I take it the whole subject is around 
defense spending and taxation, 

Well, Sullivan is bou and says no , 

I don't want to get tangled up in that, Dan, 
at a time uhen rte are going to be on the Hill. 

Be says no. 

It is best to keep out of it . 

He doesn't want to go, particularly. 

Vlhat el se? 

Nothing. 

You are going t o have all that stuff ? 

Bell: l!ost of it. I will have some sort of an answer, 

10 
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Dell: 

I: . i.: . Jr : 

Bell : 

H.i-:. Jr : 

Bell : 

H.l!. Jr : 

Bell : 

H.t!. Jr : 

Bell: 

• 

- 8 -

Incidentally, did you tell the President my 
idea about Pi/A and VIP A 'l 

No, I haven' t seen the President , but I talked 
to Harold Smit h, and at the Friday Cabinet 
meeting after you left, the President tol d 
John Carmody that he vranted him to look into 
the \,PA expenditures :Cor next year because he 
said, "I have a f eeling that they are going 
to be cut .materially," and Carmody himself 
volunteered the information that - or the 
recOl:llllendation that \','PA ought t o get out o:C 
llational Defense, that t he Aney and Navy ought 
t o get t heir appropriations directly fr~ Con­
gress and do it on r egular contract, and the 
President said that suited him. 

That is what I said. 

Yes, that is l'lhat you cabled. 

But if Carmody specified r1ha t I did, that the 
National Defense must take their people f il•st 
from t he --

~lo , he didn' t , but he assumes that they are 
picking up these people through regular con­
tract. 

I think it should be specified that the Army 
and !lavy must give first choice to the certi­
fied list of the unemployed. 

Of course, if they do their work through con­
tract, that is a little bit- if they do it 
by themselves, then they force labor --

I went all through that in Ner. York Stat e. 
We got the contractor to do it . 

Smith has it under consi deration . 

1J. 
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\'le did t hat in ' 32 in New York State. Re­
member, Herbert? 

Yes . 

They have allocated about 108 million dollars 
for National Defense programs . They will not 
get MY expenditure statements until t he middle 
of next month. Lawton, in the Budget , sars 
it is estimated there will be about 200 ~llion 
dollars of \'!PA funds used for llational Defense 
this year. 

Anything else? 

That is all. 

You speak about a political committee. Y/e 
had an old political activi ties committee . 
suppose that same committee might function . 
That was Guy Helvering ll1!d Nol'lllan Thompson 
and myself . 

And llr , Fol ey. 

That is right . 

I think that is a pretty good coccittee . It 
isn't too big, is it? 

No . 

You eight add John L. 

That is big enough . 

I 

Thi s f ellow was sitting there on the dock yes­
terday . A fellor1 came along and says, ''V1bo 
is that?" I said, "John Sullivan, " and John 
says, "Put an 'L' in it." The guy sa1s, 
"Is he kidding me?" I said, "No, he ls very, 

12 
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very serious about it . " 'DI c;ht? 

You bet . I will rem~nber that one . 

All right . 

Ed? 

A man --

I sa11 a fello11 by the name of Jim Rowe in 
Bluebeard's Hotel. 

Virgin Islands? 

Yes . He told me all the gossip. 

I haven't seen him. 

He had all t he dope on election returns and 
everything else . I had to go dovm to the 
Virgin Islands to find out . 

\'1hlle you were away --

You shoul d have asked my advice. 

I don' t know what you are talking about . 

Yes, you do . 

flo , I don't . 

Oh, yes . (Laughter) 

I went dow to St . Thomas at 10:30 at ni ght 
and looking over these beautiful lights, and 
here l/e.s this fellow. 

I thought maybe you would pick him up f or 
me. 

13 
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While you llere away, Congress passed the 
Welter-Lo&an bill . Den end I talked about 
it. Den called Pat Harrison. He attended 
the strategy meetin~ in Senator Berkley's 
officei and they sa~d they wanted to make 
the bi 1 as bad as they could make it --

You attended the meeting? 

No, Pat did, after Dan talked with him, and 
they said they didn't want to make any ex­
ceptions or any amendments . They just vented 
it to go to the President, and they had been 
assured by him he would veto it, and they had 
assured the Pr esident, in turn, they had 
enough votes to sustain his veto, so the bill 
passed and it is going to conference. It will 
take a quorum in the Rouse in order to adopt 
the conference report , and I don ' t think there 
is a quorum of the House present now and there 
may not be before t he session dies and the 
ner1 Congress convenes . So it may not - it 
may never become law. If it does, it is im­
perative that the President veto it, and I 
understand he will, but we did go do~n, as 
you will remember, last summer end give 
Pat the proposed anendment to give the 
Treasur y a couplete ex~mption . They already 
gave exemptions for the Comptroller of the 
Currency and the Internal Revenue . Pat was ' 
willing to offer it, until after he went to 
this strategy meeting, but t~!~ decided down 
there that it tms better to e it bad than 
to try to improve on it. 

The other bill that passed is the Ramspeck 
bill, which extends the President ' s powers 
insofar as Civil Service is concerned. I 
have a little memorandum here that explains 
the bill, if you would like to have it, or 
you might want to turn it over to Norman. 

14 
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I think I would turn it over to Norman. 

I had a couple of fellows up here this morn­
ing. 

The Collectors of Internal Revenue would be 
covered in under that bill. 

Yes, the Deputy Coll ectors are in and they 
were exempt in one of the bills but the 
confereno,e struck out the exemphon and it 
applies now to. the Deput{ Collectors. The 
only exemptions are Pres dential appointees 
subject to Senate confirmation and the 
Assistant U. S. Attorneys . 

That will take care of a lot of Internal 
Revenue employment. The jobs won't look so 
good ¥men there is no patronage connected 
with them. 

That will help your committee, 

Anything else, Ed? 

I prepared a little memorandum on credit to 
belligerents . I thought you might be asking 
for it when you came Eack, 

Well, hold on to it and we will have a little 
meeting about it. I am not quite ready for 
it yet. 

I was asked to speak at a meeting of the 
Municipal Law Officers next Friday at the 
~yflower, That is a subdivision of the 
League of ~cipalities, I talked with 
John about it, and if it is agreeable with 
you, I thought I would talk about the elimina­
tion of exemptions . 

Good. 

15 
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\'lbat else? 

Huntington Cairns ' broadcast will change from 
Sunday to Tuesday evenings at 10:15. That is 
all I have. 

Oh yes, one other thing. On the deferment of 
training f or draftees, I have one here from 
Phil Wenchol who has rocol!llllended that the 
fellow was needed. Now, we were talking 
about having a commit tee to review those 
cases . 

\'/ell now --

Harry has one, too. 

I have rat her an urgent one . 

We have made provision for that, J.fro . Secretary. 

Those wi ll be referred to Norman until they 
get too heavy. I will personally clear them 
with !forman, and unless there are too many - -

There are just those two on that . 

Horman and I will be the col!llllittee on that. 

I will give this one to Norman. That is all , 

Here is a list of the things you asked for . 
I thoug~t I would give it to you, and if there 
is anything else you wanted, let me know to­
night or tomorrow morning and we can have it 
before noon. 

Wonderful . 

Want me to write that letter t o the fellow 
in Savannah and thank him for last night? 

:16 

Regraded Uclassified



H. LI. Jr: 

Sullivan: 

Klotz: 

H,1!, Jr: 

Sullivan: 

Cochran: 

H.ll. Jr : 

Coohrm : 

• 

- 14 -

I did thank him. You might thank the gir l 
who gave us our supper, 

I didn't get her name. 

No? 

No, I didn' t . (Laughter) 

We chased all over tollll, didn 1 t we? \'/e 
finally ended up in the railroad station, 

V!ant me to drop a line? 

Yea, 

All ri~t. Appreciation of you and mrsel!. 
I th.inii he felt pretty badly last night. 

Well, he should, I was hungry. We tried to 
get supper late at night. I wish you would 
see these - every one of them. You know, 
these metal containers you get milkshakea in, 
you know how big they are, They are about 
that she (indicating) . \'/e had two of them 
apiece. 

0! what? 

Jlilkahakes . (Laughter) 

VIe had four of tham and a piece of Ry- Kriap . 

I have two letters for you from Lord Lothian. 

Lord Lothian? 

Yea, he h back. 

I han a cln!t o! a o~que !rca the 
Brlthh 1n regard t o our two friends 1n 

17 

Regraded Uclassified



H.M. Jr: 

H.li.Jr: 

Cochre.n: 

ll.!.!. Jr: 

Bell: 

Schwarz: 

II .U. Jr : 

Schwarz: 

H.JJ.Jr: 

Cochran: 

H.l.!. Jr: 

Cochre.n: 

H.J.!. Jr: 

Schwarz: 

' 

18 
- 15 -

London who are leaving there today for Lisbon, 
so they won ' t be here until sometime next 
week. 

Yee.ning Phillips? 

That is right. 

Could you give me actually what the President 
said? 

Yes. 

Have a clipping? 

You have got that, haven' t you, Chick? 

Yes, sir . 

Would you send it up to the house? 

Yes, sir , 

This is from Lothian. It is a message from 
Churchill thanking me for my aasiste.nce. 

I have some memos and a few cablegrams I have 
held out. 

Hold them, e.nd I am going to t17 to take a 
minimum of stuff to the house and do the things 
individually v1ith you . 

I can explain them in ten or fifteen minutes. 

Speak to YcJUv • 

Chick, I got your request here. I wasn • t 
going to nave any press confer ence t<111orrow, 

You weren't planning any tomorrow? 
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What do you think? I thought until I got 
all ~he questions and until I see the Presi­
dent at this Friday meeting, and everything 
e~3e, I would let it slide. 

It would be all right, unless you had any 
comments you would like to make on your 
trip. 

No . And I never knew that Lord Rothermere. 

They said he had high regards for you and 
he would appreciate it . 

They must have got a message from heaven. 

We couldn' t suggest anything because we 
didn' t know nhether you knew him or not . 

Herbert, do you think it is a mistake not 
to have a press conference. 

Yea . I would have a press conference just 
to say hello to the boys and tell them ob­
viously you haven' t gotten into a~hing 
yet. If you put it off, I am afra1d it 
~ould increase the heat after you have seen 
the President. 

They are going to ride you terribly on taxes . 
They have been call ing me all hours of the 
day and night. 

You can merely say you are not prepared to 
talk. 

You think I had better see th~? 

I think you had better . 

It won ' t give rise, then, to speculation on 
what you are doing. 

19 
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All right, if that is the way you feel . 

\'le have a request frm the syndicated feature 
of the American Forum. That 1e a companion 
piece of the radio program. It ia asking for 
a statement from you on why the debt limit 
should be generously increased, and I believe 
they ''IRnted to get Senator Byrd on the other 
side. It may be a good opportunity. 

\'iell, I don' t know what colllllittee sent me 
that telegram, but I '1'1118 re4d1 to go on the 
air next week. 

(Ur. Sullivan raised his band) 

Who else? 

Well, mine is up. 

(Mr . Bell, J.!r . Gaston and Mr. White raised 
their bands) 

Well, after I see the President. What day is 
that? 

The second, the morning of the second. 

I think you are all wrong, but possibly you 
didn' t know 'llhat I bad in mi.nd. I would ban 
to telk on the night of t he second. 

Bell: Oh, you wouldn't have to. It would be a 
matter of explaining them. 

H.M.Jr : 

Bell: 

H.){. Jr: 

You wouldn't? 

They are published in very summary form. 

Just hold everything until I get mf feet on 
the ground. 
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I don' t think this is an opportunit;r that 
should be passed up. It wouldn't involve 
very much, only 1500 words . 

900 words. 

You mean I don ' t have to read it? 

No, it is printed. 

I would make a statement before the Ways and 
Ueans Committee when the opportune time cCDes. 
\~ should he answer Senator Byrd's --

If we wanted to pave the way in advance -­

I wouldn' t decide anything this afternoon, 
Chick. I have got some definite things I 
am going to do on publicit;r, both on taxes 
and on spending. 

Fine. 

But I am not read¥ and I don't know just -
I am going to do 1t and I am going to take 
it to the public, but I want to do it very 
carefully and --

I will hold this . There is no great hurry, 
and I will keep it open in case we want to 
take advantage of it. 

All right. 

I want to report on your request to check 
the West Coast pavers a week before election. 
There was no mentlon at all of any such -
any Giannini statement. 

What has happened to those branches? 

They were held up until your return. 

21. 
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A:ny preuure'l 

Not much. A little from ~NauY.nton up at 
Portland. He keeps wiri~g, bu~ not a l~t 
of preuure. The onlf thing that ns said 
on the Vieat Coast was the emplofeea of the 
Bank. 

That appeared throughout the countrf. 

That was while I 11as here. 

That was the onlf thing. It ns also used 
out there, of course, but it was the same 
statement that appeared in the East. 

Now that Chick hae mentioned Giannini, I don' t 
know whether it has cane to fOur attention, 
but apparentl1 the Bank of Aaerica cooperates 
ver1 closel1 with Japan, even to the extent 
that it might bear investigation. I merel1 
mention that. 

Probablf Italf, too. 

Possibly; but we have got same cables about 
their activity in Japan. 

Anyt~ng else, Chick? 

I have here the current issue of Social Justice 
maguine . It has a few unkind ramarks about 
fOur father . I thought fOU might want to see 
it . 

Does he aar that same sto~ 

No . It 1a \1all Street, "Wolf! \1o1f t• 

Nothing very unkind about that that I can see. 
It ears rq father made hi• 110ner !ran real 
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estate. It is a perfectly honest way. It ia 
more honest in dealing with silver than most 
of them. Is that all he says? 

That is all he says. That is all I have. 

Professor Chamberlain is coming donn toctorrow, 
I guess . If you could see us tomorrow at 
S:OO, or is that a bad day? 

TomorroiV is n bad day, 

There is nothing terribly pressing. 

Call hill up and put it off until next week. 

I think he wants to coae down nnyhow. 

All right . I can't do it . 

Everything is under control. 

All right. 

Philip, here is a letter that came in a few 
minutes ago from Secretary Stimson referring -
"Before confirming to Sir \'.'alter Layton the 
substance of our recent conversation, I >oould 
appreciate your suggestion on the enclosed 
message." 

That is in reply to Layton' s 14th letter. 

Yes. 

That is 

Will you read it and talk to me about it? 

Layton has to get an answer to it before he 
can go home. 
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'.'.ben ia he going home? 

As soon as he gets an e.naner to the letter . 

And you had a vacation? 

Yes . We 1-:ent to Nev York. A cable came to 
Mrs. Klotz the day after I left r.ith respect 
to nircraft standardization, so I had a per­
fectly lovely t ime . 

I don ' t get the significance . I told you to 
go on a vacation. 

I did, and I had a wonderful time . 

I have a number of memos here on various sub­
jects, all of then short, dealing with the 
current British programs. Ti1e ollly important 
one is on the ordnance program which for the 
first time we have got one basic complete 
ordnnnce program laid out. 

'.!ell, anything that won't keep for 24 hours? 

No . I think it will keep all right for 24 
hours because I would rather talk to you 
about it when you have t ime . 

'.'/ell, hold it then . 

Major Fleet would like to see you when he 
is in to1m Thursday or Friday. 

Well, I will see him Friday. 

On Friday? t hat time? 

11:15. 

Major Fleet also asked Secretary and Mrs. Uor­
genthau, Mr. and Mrs . Foley, and Mr . and 
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Young to dinner at the Shoreham tomorrow 
night . 

You (Foley) have had your vacation, haven ' t 
you? 

Send hi!ll our regrets. He have a previ ous 
engagement . 

When would you like to see Air COIIDIIodore 
Slessor? 

All of that - just right now when I am doing 
taxes and budget from now until noon tomorrow. 
I am not going to do anything else . 

Well, he can keep. He has kept for a week very 
well . I think that is all I have immediately. 

George? 

I have a few reports here. Business is at an 
all time high and so is your bond market. 

Good. One thing I would like you to do for 
me, I would like a chart - nork with SEC on 
this - Transamerica. 

Organization? 

Yes, end what they have, their holdings . I 
mean various businesses . · 

What they control? 

Yea. And than 1! there are an:r other companies 
like TranS~J~erica, aiail&r, who are ill the 
bank holding buainesa, I would like to han 
that, also. I think if you go over to see 
SEC, they 'IIIAf han it. 

25 

Regraded Uclassified



Haas : 

H.J!. Jr: 

Haas : 

Bell : 

H.Y. Jr : 

Bell : 

H .11. Jt' : 

Foley: 

H.J.!. Jr : 

Foley: 

Bell : 

Foley: 

H.li. Jr : 

Foley: 

H.M,Jr: 

• 

- 23 -

I will do that . 

But Transamerica first . You know the kind I 
like, Starting vd tb the ultimate control and 
working do\m, 

I thought we had one on that once, 

There is a chart in the Compt roller ' s office 
on the Bank of America. 

I didn' t say Bank of America, Transamerica. 

There is one on that , too. 

As soon as :you have got it, I would like to 
have you give it to Bell and Foley, and I 
want a draft of a bill which will within 
three years liquidate the Transamerica and 
every other holding company like it. 

Three :year death sentence? 

Ri ght . 

We are working on t he bill. Dan spoke to me, 

The Comptroller is also working on it. 

He called me. 

Find out what SEC i s doing, see . 

Yes . 

I would like it fairly soon, and if :you could 
have that chart for me on Transamerica, I 
would like to have it when Senator Wagner 
is coming in. When is that? Senator Wagner 
is coining in. You stand b:y, Harry, in case 
it is agreeable to him to have you in. 
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He is cami.ng down to discuss his legisl ation 
on financial matters . I will ask him when 
I get going whether I can have you and Bell 
and Foley come in, you see. I don't know 
how he feels . Just at the moment he has 
got acme other things on his chest he would 
like to get off first. 

He is very much interested in Noonan and I 
think Mr . Thompson told me he was staying an 
extra day to put Noonan' s confirmation through 
the Senate . 

Well, he has got some other things, but I am 
indeed earnest about a death sentence bill 
on Transamerica, no "if" and •ana" about it, 
and I am going to take it to the public my­
self, the explanation, et cetera. Mr . Giannini 
has asked for a fight now for seven years and 
he is going to get one now. And how! We will 
find out Vlhether SEC will back us up or go 
along with us. No fooling this time. 

How soon do you need this? 

Oh, a couple of days . I won't get to it be­
fore Monday, but any others liko it, you see. 

There is nothinf personal about this . It is 
just that I don t li.ke those kind of holding 
companies . (Laughter) If there are & couple 
more like it, ali to the good. 

You hope . 

I will tell you, Dan, how I feel about bank 
holding c<lllpanies. I am perfectly willing 
to leave it within the state. I don't care 
how many branches they han i n the state. 
Would you go along on that? 

Oh, I don ' t know. 
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Do you want to go further than that? 

No, I don't think I do . 

That is the way I feel , I can 't help it 
if Eccles bas them in two states. 

There are a couple up in St. Paul , 

One state, that is the way I feel . 

V/hy not just rule out the holding companies, 
and if any state wants to permit branch 
banking, that is a diff erent matter . 

I was thinking you might want to go to an 
area rather tlian a state. 

I thought a state would be easier, then let 
the state laws supervise it, but we can argue 
about it , 

You have got the New York area, and it seams 
some of them may be acrou the line in New 
Jersey. 

You don't have to bother with ~eographical 
areas if you rest on t he princ~ple that the 
holding companies whereby they can control 
a bank through minority stock ownership is bad, 
and if they want to operate throughout a s tate 
and the state law pei'IDita it they can operate 
as state branches, not as hoiding cCIIIpanlee . 

That is right, but keep it within the state. 

Well, leave it up to the state . 

You are separating the branch banking from 
the holding problaa. 
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If Congress wants to permit branch banking in 
two or three states, Which they have never 
done, that is another matter, If the states 
want to permit it, that is all right. But 
the holding company would be outlawed from 
intra-state or inter-state. 

Good. Row about that, Dan? 

That is something to think about. 

Harry, you frighten me with all of that stuff 
in your lap. 

And I didn 1 t came fro:n the Virgin Islands. 
(Laughter) 

Well, here is something you asked about for 
the President. I thought you mirftt want to 
take this home and possibly put ~his in shape. 
It is about the British assets. There are a 
series of things in there and you might want 
to use them, 

Here la another one which you might l"iant to • use . 

I am glad to see you feeling a little better. 

He didn 1 t take any care of himself while you 
were away. 

The detailed material is available , 
you don't want to take it with you. 
both their needs and their assets . 

I will take this. 

I take it 
It is on 
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ia ready for your examine. tion. I have a 
specific proposal for your examination. They 
are pushing and everything is in a state of 
s118pense, awaiting 7our return, and they know 
the hour at which you will hit the shore, so 
it isn't s~et~~ you can postpone very long. 

That is one of the things I was going to talk 
to the Secretary about tonight. 

I don' t know whether you will vmnt any -­

I would like to have the summary. 

Give Da.n anything. Be is coming to the house 
at 8:30. 

Then I will give him the material on it. 

Hasn't anybody done anything, I mean in the 
sense - I thought that the arrangement I had 
with Mr . Jones was that we were to go forward 
simultaneously. 

They are going fol'lfa.rd simult&neously. That 
is why they can' t go a.n;r faster than you fO• 
I mean the:r have gone - excuse me, I didn t 
mean to be funny . I mean, they have gone as 
far as they can, (Laughter) 

The point is, if I a.sk Jones to come over here, 
he will act as though he never heard about it , 

Jones come over here? 

Yea. Bas he heard anything about it? 

Be has been the acting chairman of the various 
meetings the;r have had in :your absence, but 
they have decided, as Dan will explain tonight, 
to await action until you return, 
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They have got to the point, Ur. Secretary, 
where it is a question of policy as to 
whether you are going to commit yourself 
to the next program, and they don ' t want to 
commit th~elves to part of the program until 
they find out how far you are willing to go . 

31 

Can you bring with you, if you can get it from 
the files , two things tonight? Is there a 
committee still standing that the President 
appointed on bank legislation, of which I was 
chairman, and I think there is a committee on 
that. And then I also - if there isn' t a 
committee, I want a committee appointed to 
which I will ask the President to make me chair­
man of governmental agencies which will control 
t he issuing of issues, where we don ' t want 
somebody to get out an issue, and we can defi­
nitely have his backing to stop anybody that 
wants to get out an issue that we feel --

There wu something on that . 

Yea, we have a committee . 

I think there are two committees on that, and I 
just Tlllllt to bring them to his attention and 
uk him if he says to go ahead, because I think 
we ought to begin to tighten up a little bit 
on some of these issues . 

Nobody has an issue now, 11i thout the approval 
of the Secretary. Even though it isn't in 
the law, they come here as a matter of course. 

I have a feeling that t here are two cOiliBi tteea 
at the present tine. 

There was a committee appointed. They had a 
lar'e block of municipals in the RFC port­
!oho and they dumped them on the market 
while you were going into the market and we 

• 
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got b7, but it disturbed the market a lltUe 
bit, and it was after that that ,.ou went to 
the Preaident and I think he issued order3 
that no selling should be done while rou 
were in the market or without rour approval. 

Would rou? 

Yea. 

Well, Barr;y, I will speak to Dan tonight and 
see where we are at. 

Yes. 

\'/e got a request fr<lll the Naval Intelllgance 
for aaae additional information about American 
interest• in Germany, Italy, and Japan. We 
have been giTing the some material about 
intercorporate connections, and thor are verr 
appreciative. I take it it is all right to 
continue to give them material of that char­
acter. 

What kind of information? 

Intercorporation connections. The7 want to 
know what American firma are operating in these 
various countries and which of their firma are 
operating here. 

Surel7. 

The oil situation with Japan oontinuee to be 
acute. I don 1 t know whether JOU want to take 
that up. It needn't be taka up todar. 

You haTe probabq be&D notlolDg that gold 11 
oonthmlnl to o_. in, golcl blportl biillg 
'·' billlGil. 
1.-.reP nidatq •d• a po4 lpttok Gil golcl. 
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I sal'/ it in today' s Times , Would you get 
a copy of it? It was very favorable t~ more 
or l ess, a long statement I made three or 
four months ago. 

Our office sent it to your office, Harry. 

It nas e. eood one . 

\1eren 1 t you quite surpri sed? 

It wns very timely and very good. 

I have here a list of the changes in the 
balances of Japan, Sl'li tzerland, Italy, anC. so 
on . 

Tba t can rmit . 

This is something I l'iould liko to have you 
glance at . 

That is all , The other things can r.ait. 

riha t is this I hear ' you haven It been taking 
care of yourself? 

I 11r.1 1:1&king progress . 

He took Saturdays off . 

I am progressive . 

You stay behind and I will scold you. 

I am responding to medical treatment. 

Harold? 

I have nothing of any importance except to 
tell you that the orders for coins at the 
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Uinta have been verr high, higher somewhat 
than our capacitr to manufacture coins, work­
ing everr dar1 all day and all night. 0! 
course, in pr1or rears, i! we can take that 
as a cri terlon, the demand has !allan off 
abruptlr just before Christmas, and of course 
it is probable that that will oocur this rear, 
although we are not certain of that . 

As I told you, our capacitr is 42 million 
pieces per Yleek. Last week our orders were 
62 million pieces. I! orders were to stop 
now, it would take us about two weeks to 
catch up . That is, we are about two weaka 
behind on orders !or the Treasurr. 

How are rou getting along on your investigation 
in the Office of Personnel? 

Well, 1ve are just about through. We will be 
through verr shortly. 

\~hen fOU are read)', will you let me :know? 

1lr. Thompson and I have done a good 111&11¥ 
things as we have gone along with that Divi­
sion. 

Things that I will approve of? 

I am sure you will. I will be read)', I hope, 
verr shortl:r to refer it to you. 

llr. Wiley? 

We are all settled down stairs . So far, enJ7-
thing ia going prett)" well. 

Do f OU want a ohance to talk to me late.r? 

I would like Yerf Eoh to. 
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Not toda;r, but - being in llr. Serlo' s hands, 
I guess ~t i sn 't a matter of --

It isn't urgent. 

I will get together with rou verr soon. But 
you have been occupied? · 

Yes . 

Enough to do? 

Oh, res. 

Reallf'l 

Oh, yes . The office is very nicely arranged. 
We have some very helpful people around t liere . 

I will get together with you. 

Norman? 

I have several routine matters. They are verJ 
short. 

You had better bring it in to mo. Walk i t in. 

These memoranda, I am going to trr - it mAJ 
hold you up a little bit, mJ asking to see 
the man with the meorandum, but i! I clear 
it at tho time, you are more apt to get action 
than if I take these things and then thq 
float around mJ desk. I ~hink for the llllll&nt 
until I get it started it will take a little 
longer but I think in the l ong run we will 
~et a httle more aotion and we will be a 
.1.ittle bit more intelligent about it. These 
-oranda cluttering up at hc.e and I have 
t o get up at ai:l: in the moi'Ding and read 
tha 1a too 1111oh. 
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May I just mention one thing1 Mr. Secretary, 
in connection with Harry' s statement? Mr . 
Hull had Herbert Feis telephone today and 
say that he would like for his own instruc­
tion, not for release or distribution or 
anything, a statement in regard to British 
assets here . 

Who wants it? 

Mr . Hull, the Secretary of Sto. te. I told hiJU 
we had nothing today but we had certain data 
which we were working over f or your return, 
and so on . 

Do ne have it? 

Vie can give them a duplicate of that, but I 
think that you could - H you have a chance 
to glance o.t it tonight, you can tell me to­
morrow whether you want to pass that on be­
fore you give it to the President. 

Well, I was planning to give it to the Presi­
dent tomorrow, but would you (Cochran) remind 
me? \'ihen did the request cone in? 

Just before noon today. 

Well! remind me in the morning at the 9:30 
meet1ng. I will have read it by then. If 
it is all right, ;;e will pass it on t o Mr. Hull 
tomorrow, If he gets it within 24 hours, that 
is all right. I would like to have it go 
directly and not through Herbert Feis. 

I could take it over and give it to the Secre­
tary. 

Is Butterworth back? 

He came through and he was here a few days 
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and then he went down to Nn Orleans. He 
wrote you a little note that he would be 
available if you wanted him to came up. 

On this British visitL Bewley isn' t coming. 
There is a man named l'layfair coming in his 
place. 

I didn 1 t think if the man asked me about 
this statement I would have an;y comments. 

The;y are getting in a little argument about 
the press themselvea, becauae the;y had thia 
item in the Washington Post ;yesterday which 
looked as if pa.rt of it ma;y have come from 
the Vlhi te Holl$e and it gave very hildl esti­
mates, and Pinsent was In thia morninf,;:nting 
to know if ;you would care to say snyt · to 
straighten that up. I told him I didn't think 
you would, 

The Senate Foreign Relations Committee voted 
today to defer consideration of the subject 
until after the first of January, and there 
is no reason until then for the executive 
branch to discuss it openly. 

Does Ernest Lindley have access to you? 

No . 

He would like to aee you. 

I used to know him very well, because I knew 
him in Albany. 

He would like to see ;you. 

ill he has to do is call up, the WI¥ every­
be~ else doea, oall up llclta;r md ask him. 
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lll right. 

He had just better o&ll up Mei&r and ask to 
see me, 

He carried a atoq this morning in the Post 
on that same thing. 

He is going to e&rJ7 11nral more, and he 
tilled with 111e and I augg11ted that before 
he talk an7 110re th&t he aight 111 fOU• 

I have known Erneat Lindle7 si nce -

He aaid he would veq much like to see fOU 
1f 70u would see hill. 

I call him b7 his fir st naae and eTel'Ythinlt. 
I have known him Iince 1 28. All he his got 
to do ia to call up llcKa7 and aak him. 

Oka7. 
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39 
TREASURY DEPARTMENT 

INTER.OFFICC COMMUNICATION 

o•,.. !foYeaber 27, 191!o. 

Secretary Vorgentbau 

wr. Wh1 te 

some ot tbe Problema Oalling tor Action or Deoieion by 
the Secretary of 'l'reaeurr in tbe near future. 

Detenee aga1net inflation - 'lia: 'tu prog~, 
borrowing policy, exceee resenee, 110netary policy, 
capital market , epeoific price aeaeuree, export and 
icport control, ard pouible price controle. 

'l'ax prograa t or financing inoreaeed detenee expen­
dlturee. 

Financial aee1atance to Great Britain (and possiblJ 
to Oanada) . 

Stepping up of ahipaente of equipment to Great Britain. 

Extension ot exchange control. 

Gold policy. 

Sil'ler purchase poli cy. 

Renewal. ot the Stabilization J'und. 

Propoeed aaalatance to Argentina. 

Propoeed aeeietance to Vex1oo. 

Exteneion ot ecoooalo detenee ageinet Jape.n. 

Wagner Ooaalttee Hear1nge. 

Wore etfect1Ye preYentlon ot foreign tunde ueed f or 
eub'lereiYe acti'litiea in United Statea and in Latin 
AIDe rica. 

rrenoh gold. 

Reexaaination ot the world cil eitua t1on. 

'ftle control of 1:be export of currency. 
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Dh1810D Of llloaet&rJ 

R .. earoh 

Monetal'1 aDl i'1aoal. Oo.Uea1oa to CUba. 

Yonetal'1 IUrYe7 of Brasil. 

J1nano1ng probleD 1n oonte~late4 reY1e1on of 
aoo1al aeour1t7 prograa. 

8trengtban1ng of export anc1 1IIJ)Ort oontrola 'hroup 
exohange oontrola. 

Pon1b1Ut1aa of 1preolua1q1 bu71na •• a aeana of 
IOODOD10 4ef.eoe. 

lral. ter Lop.n Bill - put1oularq •• U attena 
our a4D1n1atrat1on of tore1p ~n4a oontrol. 

2J. Monetar, anc1 ouatou union of tree OOGDtr1ea ( t ) 
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Treasury Department 
Division of Wonotary Rosoarcb 40-~ 

Dato .•...... ~~~~Y-.. ~!. .. ~?.~ ..... 19:59 

To: Secretary Worpntbau 

From:H. D. White 

Sbiente to Ja!!!!l 

1. Lubrlcatine oU ehipoenta are bigbt 
243 ,ooo bbl. 1n four weelut - equal to SO% 
of total 19)9 uporta to Japan . (24,000 
bbl. wue .rtatioo lubricatinc oU) . 

2. Qaaoline ehipoe~~te contimle bight 
J75 ,000 bbl. 1n lut tour -"" - all of 
it b1gb oot.me and ucec.ec~. ( 'l'b1e quanti t :r 
1e 100re than ooe-t.bird ot total 19)9 ebix-s>ta) . 

J . crude Petroleua 8b1paenta 1n tbe lut. 
·• tour weeu are below the prececlinc tour - It 

pariod, but are still bich (1,000 , 000 blllTtlls) 
llld apparentl7 rieilli• Halt o! t.be aporte 
are biih erode and licensed. 

4. FUel and pe oU abipoente are relatiTel;r 

( 
hiih• 600, 000 bbl. 1n f011r wake - and are 
riainc• 

s. Jlo scrap bu beeo ehipped 1n the l u t 
three weelut , 

• 

,. 
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TREASURY DEPARTMENT 

INTER.OFI"'CIE COMMUNICATION 

DAT& Joftllber :r/ 1 19lol) 

TO Jlr o 1lbi te 

'00" Jlr. 01l-.nn 

1. In the tour weke •ndins No....,.r 25, w oaq>ortecl 3751 000 barrele 
of guol.ine to Japan - all. ot it high octane and lleenaed under 
export control. 'l'h1a qu.ont1t7 ia equi1'al.ent to 110re than one-thirc!. 
ot our tot&ll939 ehi~nto ot guollne (all. typee) to Japan. 

In the .. tour weke, the bigheet ahis-nta were in the lut 
week report.cl. 

Total cuol.ine abi~ ainee tbe PreaidaDt•• ProclaMtioo 
ot Jul;r 26 ban -wd to 1.6 111lllon barrele - ~ to 
1.2 .U.Uon barrele in tbe wbole ,.ar 1939· 

2. In the tour walao ended low.ber 25, w uportecl u-t ""'" .U.Uoa 
barrele ot crucle (all typea). 1111J.a th1a qu.ont1t7 ia belcrr ahi~ 
IMIJlte in the preceding tour ... k period (1.5 111lllon b&rrele), 
uporto ron towarc!. the and of the recent period. 

at the one 111lllon barrele of crucle ehipped in tbe lut tov 
-a, a ball Dilllon conaiated ot high octane or blended. cftlcle, 
and na lleenaed. tor export. 342,000 be.r:rele of the llcenoed. cftlcle 
...... shipped in the lut wek ot tbe period. 

) , In tbe tour 'IIHk period, n ehipped to Jap&n appl'Oll1atel7 
600,000 barrele ot hel and pa oile, wb1ch can be ued. wit'-\ 
turther proceeaing. Thaee uporto, althougb at a •llchtl7 lcniiU' 
rote than in 1939, roee towarc1. the end ot the recent period. 

4. In the lut tour wake, n abipped 2.43,000 berrele ot lubr.l.oating 
oile - appl'Olliate~ onoo-balt ot our total llabe oU abi~te to 
Japan in 1939, Tb1a ia nppoeed. to be a procl.lact tor wb1ch Japu 
1a aepec1al.l,-cl~t on iDporte. 

24,000 be.r:rele ot the 1"&&eelt abi~ -iatecl ot a1'iat1-
qllalit,- lGbrloating oil, all. aubjeot to u-. 

5o Ill tbe _. ot ()Dtober 19-26, 211000 '- ot aorap 1.rwl ftJ'O 

elaipped to "~· • •111.-ate ..,.. b.o ...s. in tba period aiDM 
~. 
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) TREASURY DEPARTMENT 

11 IN'R:It OI'I'ICK COMMUNICATION 

l DAn lloY•ber Z7, 194o 

~I 
Secreterr Norcenthau 

Mr. Cochran STRICTLY CONF IDENTIAL 
Dr. reb talephoned M fro• tbt Depoortaent of State at 11:15 thlt morn1nc 

loqW.re vbotbor t he 1'reeeurr kept a ~ aceount of tbt llritilh f1unc1&1 

part1cularl7 v ith reepect to a .. eh 1ll thle countrr. I told h1a that ve 

no 1 tateaent prepered to date, but that we would atttablt data of thlo charaoter 

voul4 ha'l't certaiD t1curu aYa1leblt t or S.oretarr Korgenthau w1th111 tha next 

or tvo. Je1t oa14 t hat Seoretarr of St ate 111>11 would 11loo to ba'l't ouch a eta to­

tor hit ow 1utruct1oD, &114 DOt tor cvr 41otr1buU on. I t old Jtlt that I would 

t bil ~~at t or v;p v1 t h S.cretarr Korcenth&ll &Dd let hla hear f roa ae later. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

ST!'ICTLY CO!:fiDEIITU L 

TO secretary Morgentbeu 

,,,,., Mr • .-u.,. 

Tbe problec of tracing tbe use of f oreign funds for subversive acti vit.Y 

is ..., integral part of the problu of ideotificatioD of all foreign tund 

~ovoments • i thin the United States and bet•een the United states and other 

countries . So ft<r, while several hypotheses have been suggested by the 

:u0er facta a v.Ueble, we do not lalow bow subYerain &ct.ivit;r is bei na 

financed, nor do we know wbetber tbe sources of auch financing are frooo dol­

l o.r balances brou£)1t into the United States or from dollar balances created 

hero out of AXJ.s-<:oDtrolled asseto. FBI is collaborating with good wUl, 

1.-ut t here e.re inherent difficulti ea in being serviced by &llOtber organiza­

tioll prb .aril,y co11cerned w1 th ot her and -.e:y pressing probleca . Should a 

o;enoral foreign exchange control progrllll be launched, s a reco::~mended in 

your letter of e few wealc.a ago to tbe Preaident , the Treasury would have a 

legitiaate reaeo11 , 11' not the dutJ , to aal\llie the eotire j ob of investiga­

ting and super-. ising the uae of all fund a . (The relations dth FBI would 

then become only those of liaison. ) I have prepared in a se perate memo­

randwo, supported by a.,.eral Wlderl;ring Mmoranda, e proe;ru for tbia 

eontin0ency . Should tbe Ad.ministration not Hbark upon a prOJl'a& of ~ran­

erol freezing , the teak would be one of closer aeooeiation rl th otber 

<j;eneiea of t he Governcent. In the meantime, however, whatever the eon­

elusion trith regard to ge neral rr .. zing, • quiet eansua baa beon begun 

of A.Xis f'Unds in the UDi ted states in order that we c.a:r be able to asee.r­

t &in •hat clues mq exis t with r egard to the use of foreign tunde in 

tbia count,.,. for aubversin actirlty. For tbia purpose, too atudiee are 

under progre ae i n the Bureau of Internal Reve nue , one an enuaeretiOI'l of 

lliU!les and addressea and other printed infort!Jition .. ith regard to rlth­

t:olding of t..lxes on &ecount of diTidends , royalt ies , and renta to non­

reaident aliens , and the ot her a <1uiet sur-.ey of inco.e tax data in 

v~rious r e•enue agents• offices, pe.rticularl.Y l ew York. 

It 1o Deeeaaary , however, if the enti.re pattern i .e to be worked out, 

that provioion be lllde for a eo11Unuous foreign s tudy. 0u.r records would 

indJ.cete l arge IIOVeiOeDts of f'U.nda I)-om the Oni"tacl State• to south Allariean 

countries and "ovuents iD turn t:'r001 south Aaeriea into t he Uilited States . 

Ukorlae, there ere trt.De&ctiona • bieh or1£inate 111 SWitzerland and 

S.eden as well u in countries like Bulgaria a nd tugoalavia , but wbieh 

suooest thet th"Y e.r e act...Ul7 ult imatel.Y controlled fro• GerMny and 

Ita.lJ. J. tentathe explorato,.,. discusaion rlth Mr. Eerle of tbe State 

ilepart.oent has Dot been fruit!Ul.. It is raspeetfull,y suggested tbet tbie 

subject deser-.ee greater considerat1011. 

J 
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2he raco~on4ationo of the Socr•t&r1 of tho Troa~ of November 
for an utonaion of foroi&n i'wldo control, 1f apprond, will oro­

ate a oitu4tion of vaot magoitude vhiob oallo for tho taae41oto 
elaboration of a 4etai\ed plan of action and intensive pr~ator.r 
vorlt. Othervioo , the Troaour.r Depart:oont eight find itoolf at a 

croat 41oadvant&£O. 

In any ouch plan of aotion, tho problem of identifying and trac­
ing tho uae of foreign tunde ohould be cono14erod at an integral part 
of the general queotion of controlling foroi~ tundo and other aoooto 
111 t ho United Statu. the teobniquo h1 t hor t o omplo;rod by the Troaoury 
Department 1n Nopoot of tho fwldo of certain invaded countrieo ohould 
be rOY&..'"Pod and aade w.eh .,. ... co"Prohonoin. 'lho follovl.ag oncgeo­
tiono are t herefore roopoctfUllT oul,.oitted for conoi4eraUonl 

.1. plan of action ohould be worked out in tvo pheaoo in or4ar to 
aecure (l) a ainl.olwD of naoion and a III&ZiiiiWil of euthori t;r o.er all 
foreign hol41ogo, and (:!) floxibUity of adainhtration and n reaooD-o 
able 4egreo of doeontralilntion. 

In pbnae one, 'lreaour.r onforc111ent perooanol ohould be prepared 
to enter key banko, indaotriea and other inetitutiono under foreign 
control on t ho ••ro hour in a oynchroniaod operation througbout tho 
nation end t ho territorial pooooooiono, in order to prevent tho 
enoion of aaaoto and t ho concealment of rocor4e. The anthorit:r for 
their internntion would derive fron roportinc ro~izo:ento. 

Phaao tvo vould cone into operation When all t\u>da and eaaoto 
hod already boon froaon, It would provide for a · 4ecentraliud but 
complete control onr all foreign baake and inatitutiona and, Vhol'­
over doaireblo, for their normal fUnctioning without nullification 
of the purpooeo of tho frooeiog operation. 

liT •volunt&r1 acroo:oent• each ko;r foroisn lnoti tution, 1n .,... 
obanco for relaxation b:r tho Tloaour:r of the requirement of rpocial 
l1cenoeo to covor each tranaacUon , would e.plo:r an aaaoc1ato coll!p­
troller vi th co-oigniQII povera. Be vould ell,jo:r the confi4enco of 
tho fre.aour:r aliA ,.,uld report to the Treaour:r UDder qpropriato 
Treaoury re~atioD and be vootod with tho anthorit:r of pe~tti.DC 
corta1D tn>•• of trano&<>Uono vl.thont tho neceooit:r for prior 
'rreeoury &J:I!lroval. Thio poraon wonl4 have ~~:~propr1ato &!Oiotanto 
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and vouJ.d r eport to the Troa111117 both 111opicioue paot tranoaetiono 
(beor1ng on oubYeroive activitiee, eopionace, oabote.ge , etc.) a o 
voll at other ueeM ill1ormat1o11. The Trea111117 vollld euperv1oe 
the act1v1t1 oo of theoe peroono. 

lleceeearll:r there would follow coorcUutloo and i11net1gat1o11 
b:r rev1evin& perao=el in the frea111117. !bit vollld require illtol­
ligeiiCO vorl<: hero an<i r.broe.<i, parti clllnrl:r ill couotrieo under ge,._ 
erel 11cenae (Latin .lmorica, etc. ) . 

Tho follovin& otepe are propo eod in prepnratio11 for an e!fioi­

ont f\1not1on1ng of t he foregoingl 

(l) 

(2) 

(3) 

(4) 

(5) 

I 
Deteru1nat1on of t he opecific e11torpr1lu falling 
under pbaee one, and the formulat ion of a detailed 
l iet of i t .. o t o be reported. In oo tar ao pooaible 
the roportinc r oq1 ire;nento ollould 'be eo handled at 

to operate a e a pr ohibition of traneter and OYaeion. 

Personnel ehould be careMl:r ebo ttn and trained in 
e.<iYance and oecretly tor t he operation or pheee one. 
Thl e peraonnel would probably be Hal ted to the 
'.rreo111ry field force of !leveDUe Agenta end enforc&­
:nent aen, inoluding p oeoibly n&t1onal bnnk eur.>inere. 
llo.rever, collaboration vith the 510, J'J!I , Antl- Truet 
Div1e1on, De fenee Commieeion and Stnte Department, 
oholll<i be contidered, 

Personnel obollld be oelecte<i f or t he tcplementation 
ot ph4tt two. Rere conoideratlon ohollld be given 
to aYoicUnc all reuonabll chargeo ot contiecation, 
oelt-intereot, e tc., and procedure ohould be evo!Yed 
to i noure lo:ralt:r and impart1al1 t:r. 

roreign tenice peroonnel lhould be cbo 1111 by ...... 
rangeMellt vith t ho State Depar tdent, if pooeible, 
but under the direction of the Treatur;r. 

.l prooedur e ohollld be evol ved an<ipereonnel chootn 
f or follovinc up cluu, detenoin~ quutione of 
tact, an<i preparation of aaterial on pooaible Tio­
lationo of lav ao voll ao f or liaieon vi th the 
Dopart...,t of Juotlco ( inclucUnc ftl). 
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KIMQ!tJ!!!V CS ntp OD 

The pu.zpooe of thh phoee 1o 110t 01117 to fr•••• (whioh vould 'be 

aceompU abed 'by tho or4er i tool f), 'but in "" tar ao po"i'blt to p re­
nnt the eonooalluDt or alienation of (1) propert7 on'bJeot to tho 

oN.er, &114 (2) relOTant, i"Porunt IT14eDOt, !hoQ&b the IIOMWZ7 

poottlon of tho 11nltod Statu vould not 'be on'botantiall7 iJOp&1red 'b7 
oonoeobent of balanou, our b&rgainiDC an4 control pooltlon (and 

power• of 11t-offl vh-... vil other conrnaonto could be •tor1all7 
atfectod1 and the purpo11 of 41econriq eluoe to lllbvtrdve acUT1-
t1eo ai&M be frlletrott4. !bo otat11tory Jllotifieation tor phoM one 
wOilld. be tho provloiou for report 1JIC, and both in law an4 in foot 

tho 'frlllllr'7 would be o'btainiDC a 4eta1114 e..,.... of all trooan 
aaooto and of mch relevant 1DfomaUon. 

Phooo one preoenh dltfloul t opooial probl .. o. .Aaonc thea• 
would c.:ppoo.r to bo the t ollowl.DCI 

(1) Clo11 aoooeiaUon of J'JII, 

(2) .&creoaont upon a Uot of 11>terpriooo to 'be Tllit.cl 
on the sero bo~r. 

(:!) Docioiono vUh regard to the intor-.tion and .. ttrtal 
to be eoucbt 011 the aero hour, 

(4) Cholet of opproprlatt pereonul to eondnot the TiolUq, 

(5) llratUnc of il>etNoUou •4 prooe~. 

(6) l>roeedllrt for vatohinc and iiiTutigatiDc tllll>l07eto an4 
other pereou auooloted vi th tho ooneo!'llo u4tr Ollper­

Tlolon • 

.l. lii ,Yeocia\lopa 

.t.t t he tllrtobhol4 ve are faced vi th tho neoeeli \7 tor a olear 
un4orttan41na with t he .l.tto!'llq General or with llr. looTer, Iince 
o pri .. pupoee tor phoM one 11 the 41econry of tach 'btarlDC oa 
oub ... ral'fe acUTl\7, tho oon....rriDC vi..,• an4 tho intuate oollallo..­

Uon 1a thle phoM of tho ni are ea.-tlal. -.oul4 ni llavo ooatrarr 
Tlevo, tho aaure .....S.rtakiac llicbt han to 'be J'ICiono14tr.cl1a $M 

11&ht of tho orr-.,.• o r•••atac interoot•. 1111• wlll.4 aot .,.._ 
aar117 •- aa oboado-\ of tho proJod, 'lila\ 1\ 1101114 ..n.1all' 
- ih rOTiliOD. 
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~ . IdentiflG!lli.2!!' 

Ve ""'"t proceed wlth lhts already prepc.,d of foreign col"]lorc.­
tlono ~~d lndiv\dunll hcvln~ intereete In the Unit•~ Stetee, ~din& 
to the&e Htt& •uch ad~jtional nwee At ve m&/1 llllve . The .. Heta 

Include -

(1) LhU prupl'rtd l>y i'oneta..")' !le•• nrch on t he ba•io of 
DepArt~ent ot Co~erce ctudiee ot lncoae tax data. 

(:>) LiPtt !'<'piU'ed by TllEC , Anti- Trur t D1vloion nnd Pl!I, 
eonctrntn(; fOl'ti en interecte in defense oaterials . 

(;;) Li• t• o! "i t hholdi n;:; <~<,en to no>~ b~lnf. p rO!,>ared unde r 
S'lPO!"Vieicn or Special A,;ent Ponbcdy ln t he Bur eau 
of I aternal. i\ovenuo. 

:Urce) la.fti 0\!.1 -u.teri&l . IUCh Be pOtr<ible S~C li ttc, 
~rrtaen~ or :O·~erce lieta, Stete De~nrt~ent \!ets 
and ?rl tlab Intelligence 31Rck Liata, 

As to ee.ch eat.nbl.ithment , an 1nforr~~rt1ve ttntc~ent should be 
ctu.wn up lndicctlur whether .,ecial attention Ia dealnble. In 
the c3ee of certain eatnbliG~enta and p3rticular p roble~s , the 
·~pllc~tion ot phnte one night not be profitable , deol roble or 
fer.a1ole . l'hle h n etn<:e to >~hich the Divleton of Honet c ry Re­
•ec:reh ahould •>.".%e nn lmmedicte contrib~:.t1on , t>rosunably by the 
tU i£"11-"':ent of one or '!lOre pcreons ~'Or~tina; with the :;ret!teet !)Ot ­
.. 1b1 c rpeeci r..nc! ..,,1 t.h t t.e lnl"t,"'t'r t econoey o! t~f'!ort . 

~nen the \r,ort.Lnt c~terprises ~7e been c· oaer. , tOey should be 
• -rou.,ecl b~ loc~t.t1cr. •~cl charPcter . It should bt borne \n :'lind t h6.t 
~he pououlona of the Unl ~ed Ststeo ue ello lnc'.uded In the <;eneral 
fr>c•in6 progreo (J~,aneae \ntere•ta i~ Sawall nnd t he Philipp ine& 

cotte to IDind) • 

C. t!ethod and Contenta of Report1nga 

In v!ev of tho !net thet it 1e desired to Nke tbe r epor ting 
req~1re~ente operate aa 1nj~nctlons ageinet coneeal:ent and el1e~ 
~ lon , it wuld aee: t.hht con&ideret!on r..hould bf' !tiven t.o co:JJ)e\lins 
eonat~~t and lsnedicte dl!clooure of e srential facta. It vou\d be 
~et1rable to preparo 1n ~dT&nce for each or~Bn\sat1cn a li!t of the 
pereons vhoae ::svorn t tatt::ent vitb ret;rLrd to acaet.1 , recorda, etc . , 
1t 1e n•ce e&er,y to h4ve end to co~el the•e pertone to stste 1~ 

~edietely , under oath , every et sentlnl f act and then to co~Pl them 
to retort 1n advance every mater1!l change, eo thnt ve may be in a 
pcoitl on to fruotrate such cbatgeo by apprcprl~te method• (publicity , 

i f noce .. ary), 'rhlt lt a ;>r oblem vhlch reoui roo t:1e IIIO$t careful 

at:ent1on of the LeeAl Divi e lon . 

4.6 
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It rJijlf be borne in mind that an a1)propriat o category for re­
oortl Ia the necessity of determining Mtionallty. 1'hi1 1o a con­
c•~t Which Ia diviaibl~ into nntio~it~ of poreonr.el , nationali ty 
or~ a.tfP1at1on , nationiJ.1 t y of control , etc. , etc . 

lnfornation aougn t undor the reporting eys tom should include! 

(l) D•toiled l i st of nll aoaota nnd where kept , In 
particular , 'be.nk accounte , enff do;,oe1.t boxes, 
&trOA3 bo~es , cnth on hand, eoc~rl tioa, etc . , 
ehould be Identified and verified in the presence 
of 'r:-eaeury .\gents. I! poec1'ble, atteopta ehould 
~· ~ade to seal eonceal~ble or d1 e,oaa~le as~ete 
(for ex~,le , cnveate ~~v be eent io aafe deposi t 
::'l:xpan1er) . 

( 2) ..Ul c~ncel!ed chee:<t, booka of 'ccount , ccdee, 
correspondence , e xpenee account. a o.nd the like 
•hould be identi!ied, Jetcribed &nd e~1ned . 

It r.h'Ju.!ci be di ecovered -.rhat r,rma nre u!ec!. for 
correspondence abroad ~~d who 11 in charge of 
ouch c~rreopondence , A com;>l6te l11t eh?uld be 
obtotned Qf all eX9eodituree ~\th explnc~tionc, 
of the existence of teeret r eeo rdn and fundo, otc . 
Special ~ttent ion ahoul~ bo e tven to ouch p roblems 
ae gro ar reee-ipte , c.ecountina 5yttdmt or operating 
co~eniea , seleemen , etc., at a device for conceal­
ing 1nco~e or expenditure. 

(3) Spo:l:U. attention S:t>uld be e tTen to report. on 
e!ll)lo:o·eea . I t thould be Atcert:lintd vho are 
nllen and Yho are nst~ralt:o4, ~~t the functio~ 
~! e&eh is , e tc . 

Inforc.at.lon obtained in the reportr thould be redr.1eed t-o "rlt­
l~ l~cdlptely and s\gned under oath by tbe G~roprlnte T~resenta­
~1vet ~~ the eet~bliahoent . S!nee t~i• lc tho point at ~~ich legal 
tanct\o~• c~!~r , cAre ~~?uld be taken that the ontb i a ~o phraaed na 
to provide the :na.ximJJ:l batis for cr1m1n.al pro eeeution thot•!d there 
be nny anteriol mieatate~ent or mior epre tentatlon. 

It ~ alec be borne In mind thAt opecial cueotiono will ar i ao 
vlth ragllrd to particular oetnblhllcen~l and. that , therefore , "'" 
rnat hA\·e , in addi tlon to Homo ot a general character Sj)plicable 
to nll ·~terpriseo, item• vnich aro applicable to each particul~r 
ont•rprlte , 

4? 
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D. Pertopntla 

H 1t clear that tho perooDnol probl• tor ph& .. one mat be de­

cided on tbo bade ot what h po011ble •• well ao What h cl.eo!rable, 

Ve are neoeoea•lly lialted to tho !reaeur,r pereonnel eepec!all:r 1tnce 

vo 11111t ..to our prepuaUone vi th tho higjlut 10creq, llo doubt 

Ro•onue J«ontl and epoclal a«ento are aoot tan111ar vith corporatlon1 

and lnd!Yiduale alrea4y examined for Income tax purpoou, and national 

bank exaalnoro vill be 1110ot able to handle banlciD& utt.,.,, In no 

ca10 should fever than tvo per oono be oent 111 - •• " preecution. In 

all probabillt:r it would be cl.e11rable to han a otenographor &I veU , 

'l'bo nevo ot the J'III ohould be obtained vi th reprd to an:r particular 

corporation vhlch uq be under ocrutley, al thouD> 1t 1o uncl.ed rable 

that tho 'l'reamr,r ohould ohare vi th an:r otbor &&enc;r tho reepondbil­

it7 tor the execu Uon ot thlo pheoe, 

J. llo t ohould be prepared ot '1're&OUJ'7 personnel , auigned to 

particular inotltutlono, after conoultation with Mo1or1 . Peabo~v, 

Pohle, Vhite and llernetoin. 

1 . h:oenition and Ooo£41nationt 

It vill be nocoaoary to oot up a procedure tor coordlcatlon and 

tuporvhlon of phooa one. It muot be borne in mind thot action ma;r 

be noee1oary in !!avail , the PblllppiDOI and un:r parte ot tho lJni ted 

Statoo in CCtr?leto qnehronhatlon, !he toro hour 'Will han to be 

flied oufficlently in adYanco to enable a1 thorough a preparation ae 

po11ible. But Iince tho determination ot tho •ero hour lll&7 not be 

l oft to Ul, thoQ&ht~~ eono1derat1on muot be si••n to for.alatins a 

prooaclnro tor o)l'tlchronhatlon, J. 111&1\ual ot inet ruotlono vill han 

48 

to be prepared, ancl report forao, oath torso, etc., dravn up. Tole­

phone and otber cO>I&nication t flcilitlOI 'Will haYo to be pro,• idod tor, ; 

J. b'bllcltta 

!he queotion ot pruenUJII ph&" one to tho publlo ao a norul, 

rcut111o !re.....,. oporauo .. ohould be pnn CZ"'&t dtOiltion. !hle 11 

not onl7 !Jiport&llt tor publlo opinloe at hoM, ba.t h """tlal in 

order to pr..,ont UDnOCOioary oocplloatlonl ADd reporouuione abroad, 

• 
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'l"oo purj>Oia of <'llaaa 2 la at least t.rotol4: J'lret , to provide 
..,. erreot11'8 decent.-ll&atlon or toreigD 1\IDda oontrol u ca aaitated 
by tile ll&lgllitude ot tile taalr: and to elleviate tile clitrioul.Uea in­
herent in ceDtral1sst1011 in 11ae111J18ton. Seoond, to provide an er­
r1e1ellt uana or obMnttion and in'ftat1gat1on or q~Matiollllble trana­

e.ctiona. 

Decentrellsation or oontrol would 811Abla ua to ellitt tile acruti.ar 
c1' lesser, d~-bf-de¥ u•enaact10111 to e. ll8ll on tba spot, reserTill& to 
us 111 Tlesbington con.eideretion or lerge queotionll of policy and of eo­
ordination. It 18 recogDiled tbe.t the eyet• or ro~lll& upon b..U. 
tor acrut1uy h8o ita urita , but the burden tbat l t would ,Place upon 
tho bCU>ka 111 the eftllt of generel trees1Dg woulcl be ao l arge tbat we 
could properlf crpect eitbor a apottineao or enforcement or a r oa1at­
ance to entorc-t that woul4 truatrate our progra. Tbe plan b­
in proposed would proail& a llllch more etracti're and equitebla recae 
in tbe oaae of a general .,..,. ot oontrol iln'OlviD& lerge t1111llc1al , 
inauatrlal, and -rcial inetitutiollll, not all or th• 4ca1Datecl b)' 

trienl117 ~t. 

Ultilllstalf, ?h ... • 2 would provi4e a aooth method of alic prop­
erty cuatodi&lllnip, ehould • ....,u call for it • 

• 'be.ae 2 would appiQJ' to be diviSible into aa ... ral pe.rta: 

l . Dnelopment or a procedure for peeeina troa J'nase l into 
i'IIO.Se 2. 

2 . Choice of perao-l tor 1Jipl-tat1on of l'haH 2. 

:), De'ralo:-nt or a proceduno of innstigstion, auperrtaion, 
l1e.1aon, and reportin& UD4ar Pbala 2. 

A. i tU11111fS 1)'9! Pnut l to Phau I. 

Theoretical.J.T, tile MOoncl. pllaaa requires 'r0lunttr7 agror•nt on 
tbe part or tile etr.ota4 ctarpri- wilerein tile Trauou'7 would otter 
a 4o81reble altematift to cl.eta1la4 epaoial 110-~·· .111 
tho cu e or lerge .narprioee llloh u benlr:l , hrolr:lreg& hou-, 1114 
o11Lilar QIIILilCial inltitvtlone, lt eould be _.-ted that • oo­
c<llptroller be illatalla4 at tile earliest poeaibla ~. 

Se'raral 001UI14arst1ona, l.oaave•, ... t be borM in a1A4. In tbe 
r1rot place, lbould •tarpri- retiJae or Dqleet to •--' to a oo­
c<llptrollar, what alt&l'DILU.,.. ~4 till Treaar7 be willin& to adopt'l 
llould w, in teat, he willin& to Ullllertalr:e peaei.JI& on in41rtclul uua­
oct1ou? No doubt thio 1o a prob~ 'lllioll hal b.- reoairtD& oarehl 
otucl;r br tha J'oreip l'llallo IJOilti'Ol ~t-. It .., , pal'hapo, appear 
adviaable to coiiJ)Il aooeptanoo or tbe co-ca.ptroller id .. ratber than 
to present it u a .are palatable altan>atin. 
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'!'hare are, aloo, pnoot1oal <>Oil81dere.\10DO conoenecl wUh 1he 

public relations aa~cts or tho progra. It DU~t be made clMr ~hat 
t bU 1a not a oyatem for political patronage or the handing out ot 
juicy plums , or a scheme to oteal trade aecrete on bebalt ot <>om~~l­
toro . A constant watchtUlnoea agaill.at untuoreble prop6&ande will 

no cloubt be neceoaary . 

~haae 2 not being applicable ne cesaarilf to •~ry single enter• 
pr l•e i n the liot or enterprla.o involTed, those aele<>ted tor t hla 

nhaao ltu&t be the .. ore important, complex, and potont1all1 u8etul. 

;or thl& purpoao we IIILIS1 lceep 1n lllin<1, llliOilg other t hl.nga, poaoible 

later Allor 1canilat1on end oonnant coordination with the cletenae pro­

gru at nll ea with tlle PBI , 

Finallf , it will be aeen that a stu~ llligllt well be 11111de or the 

eXJ>orience and rnea or the Jllien ~ropert;y Cu.atodian'. ottiee. Tille 

point ohould not noed elaboration at thia u .... 

o. Choice or ?.raonnel. 

It has e.lrond;y been indicated how important ~roonnel will b e in 

thio phoSe. Tbe problem 1a not an eeoy one. ClearlY, howenr, r e­

~ui red personnel would tall into oneral claasee. There would be 

e:mw t1 n VJ>eO 10 act aa co-cODptrollera and 1n l arge enhrprllea 

t here would be aaaiatanta t o t he ~era, :tach enterpriae lllllt be 

cona14ered ae~ratel;y with a Tiew to ita Oll1l special requl,.....anta. 

The ooaea would be hancl.led, in other word a , aa ere N hab1l1 to> tiona 

ot aiok induatriea where rehnbll1 tatora are g....,re.llf persona choeen 

on t he baeie of epeoial eapab1l1t 1ea tor a~o1t1c joba, 

bo~ever, t he geoerel qual111cet1ona ot peraonnel ahould be oare­

tllllf oouidered, in order to &TOld chargee ot pol1t1eal patronage, 

•~•·, eto. It would ap~ar delirable, tor """"'ple, that an appropri­
ate oath or pledge be t'o:naulated, prohibiting uee ot 1nto~ion t or 

personal gain or otherwise, and tor the interesu or the Gon~t 

0.1111 the oorpoNt1on 1n qu.nion, etc. Co1>1ideret1on ahoul.d be ghan 

to the appropriate aanct1011 tor T1olat1011 or thla oath--a legal prob-

1•. The peroo1>1 ahoaan ll.l&bt well be -bora ot a prote .. ion haTing 

1U own oanono ot ethice with appropriate aanotiona-- euob ae the lepl 

prote OB1on , tho accounting prcteuton, etc . 

The question ot coa~Uon 10 a dittloult one. ~u ca 
be plaualblf aac!e em both a14ea ot the 1•.,.. - bar tile ~-• or 

tho enterpriee aboul.d toot the bUl. .l'~t 117 tbe •terpriaea would 

.. ,.. ua b\ldcet1ng ouraelna. But trca a pu.bl1c relatiou standpoint 

no doubt I"Q1UUlt by tho GoTerDMnt , at tbe Goftl'lllllent acele , would 
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ralOn a poaalble charge ot pe.troDBp. On the other baD.d, the aalartea 

p~d by t l1dutry would be higher t.han thoee paid br the eo ... ~t and 

"ould tberetore attract abler perao1111el. The tulc enticipe.twd u eo 

d111'1cult that we oould not Yer, well draw eftl1 011 the preMIIt hil!)ler 

gredo ~.<>nrmoent perao11118l tor the )lllrllOSea of thia pl'OCJ'8IIl. While, 

tbOrctore, we l:lll4t call 011 outside ...,, ancl pemit the attected ente:-­

pr U oa to retuln th<D on •all.l'f, oo.retul oonaiclermion ahoulcl therefore 

be ~Ten 111 each oaae to the reaeo11Bbloneaa of llalllry paid and the abil­

ity ot each cterpriee to foot the bill. Of course, t he alternatin 

oyotem of apeo1al 11ccnaea lllight be ao IIUOh more bu.rdenaome ancl ex­

oenaiTe to 1111¥ parti cular enterprise t hat the 1\lperimpoel\ion of a new 

Ularled ott1cer would be reletlvel¥ cheaper, 

t.: . .t"t''cedure for Investigation and Heporta. 

I t will be naceaaary to worl< out a IWll1al of inatructiona and a 

procedure tor aupernaion and reporti"6 il1 order that eaaut1al into:-­

n:.at1on miiY be coordiDAted, oonsietent policy detel'lllined , and eaaantial 

1nfor=at!on ooDTeyed to tb.e a ppropriate quarters within the Treai\U'y 

and el aewbere 1D tile OoTerlllleDt. For thia purpose tile "'pernaory 

orgon1zation 1D t he 'l're<laur, will have to be re....,ped and perhape ex­

panded. The problema ar1a1ng here 110uld be large~ different :!'rom the 

bulk or probl <Da aow budled by the Foreisn i UDda oontrol. Tba tra111-

1"6. howenr, which Yore1SD >'Wlda perao1111el bU Wlllergone abould be 

usotul 1D tracines the outl1Des of thia new auperviaol')' prcgna. 
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Attor we ban institute<! general freezing en<l baTe eoollarkod upon 

either pha&e l or pbue 2 , 41ttioult probl ema of enforcement , ooor41-

Dfot1on and 1Dn st1ga\1on will be preaente4, PreSUIIllbJ.T , s-ral l1-

een44ta will be g1Ten tor certain ar.aa , part1cularlT Sout h l.aor1oa. 

~b• toedency will tnore1'ore be tor oountrho in tullT- blocl<e4 oategor­

!ea to ab11't to , or to aasll.'h d1eguieea or, areae UDder 100:re p11eral 

Ucanoe. i'llrthermore , should aubTeraive aot1T1ty be 1'ruatrete4 by 

treoZ1ng, movement or 1'Wlde into the Onit e<l St ates tor thoee purpoeee 

would be att@ptod through l eu euperrteod countriea--Mexioo, Bruil, 

<R.o. our experience beretotore otters taw criteria; hitherto, 1t would 

ao82, tbe probla ot evaaion bel not been iaportant beoauae the oppor ­

tuo1tte• tor eneion are ao greet, 3Dd we bne been dealing with 110re 

or lou triondJ.T entorc1ng and ael1'-enforoing ngenciea, 

It sould aea tbat threa general typal ot activity will be nec .. -

oar;y 1 n t his t lli r4 phase: 

r1rst. , ore shall baTe to have the uae ot 1'ore1i!JI eerrtoe pereonnel 
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to Invest igat e abroad , so t ar aa poaa1ble, the tore1gn a opect s ot t rana­

octione . For exwople , 1D orde.r to determine whether a llexicen tim 11 

actu~lly or llex1ellll nationality lllld fealty , or only ao disguised , •ncllin­

ery Sllould be neilable tor ett ecttve ""d pl'Oilpt 1nveat1getion in ltex1co. 

lie noula , !lmreTer, be ah1e to recein cont1nuoue reporta with regard ~o 

relevant !lCtiT1t1e a 111 o.ll tot'eii!JI countries. A carerul catmlao would 

have to be made ot koy f oreign cities, &lob iaport8l1t places ao Rio 

and lleX1co City would probabJ.T bl&ve to bo examined on t he spot . 

lihUe the St ate Depart281lt aould have to be coneultod, it 1a to 

oe borne 1D llli.nd that tho Treaeury would bave the wbip band; and 1t 

the State Departlllent 18 uno.ble t o turn1eb a eattetaotor;y aerrto1q 

organization, the Trea eury would be entitled to i.Daiet UpOD ita own. 
Thia organ1Mt1on would t o a large extent be quite open , but it ia 

hli!hll' probable t hat a certain count ot eecret aot1T1ty might be necee­
aary. 

In the second place, a 110re or leea elaborate en1'orcc:.aat uch1D817 

would hi!Te to be deTiaed :tor t he Otlited States. llhathar to recruit 

a llGII organization, troa all aouroea lcoordill&ted wi tb the foreip 

semce wut) , or to cr88te a wut 111 the 'l'reU\&:7 ageno;y aerrtoe IIII.St 

be datel!a1Ded. It .._,. be uticipeted that the probl_. requiriliC auu­

tion would be both rout1De and Wldaroov.l'. For .-pte, oertaiJo per-
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:lllght bavo t o be ahadow..t or the1:r pe:reona.l o.tto.1ro d1aoreetly inquir..t 

Into . It would be adrtaablo to oool'dinate auoh aot11'1ty with that or 

t ho , 01, eopeo1o.1ly wbe:re a Cll8e or aubnrain oonduot wna indtoat..t. 

I• ot he r tnatancea we would ban the probl- 11~ or obecldllg upon 

""J""•eataUone to the i\Uida Conuol Dirtaion . 

The nsoooa1t1 ot using both toroign and domestic invoat1gat1Yo 

sernces would eUher ar18o tl'om requests and reports ~0111 penonnel 

71acod 1n the ante:rprioes UD4er ?baee 2 , or tl'OII cirowutanceo oOOling 

to •c• ~teat i on ot t he Treasury in eithal' pllaae. P:rewaably, it aq 

boco"" adrtaable to adopt more or l e oa ot a pol1c7 or holding hoaringe 

on questions ct t a ct r at her than :rel)'1ng upon attidart te or other ~ 

.l!!:,\.! peper :representat ion. A he aring proo..ture 1n the field or in 

t'lo Ooparbent would co.U tor tho :reeoluUon or Uaueo ot raot . A 

proo&dure tor proparat1on or cr1JI1nal caoea baaed on perjUl')' would be 

lnolo•ted b)' the pooo1b1lit7 ot rtolntiono or the reporting reguletioao 

unuor those 1, as well ao b)' preaonto.t1on or art1da1'1ta and 1118.k1ng ot 
ro~orta under oath in either phaae. 

~no proola= or organizet1on of an appropriate entorc .. ent unit 

onus t be giYen oerioua thought . The apecial queet1ona would sec to 

cull tor a hlghor or ditterent order or training than U requir..t tor 
•no uiUal 'l'rouul")' entoro....,nt units, although there will be a large 

a:oount or tn•es Ugo.tin work that could be n ll bandied under appropri­

ate auperrtoion b7 an:r ot th e Treaaurr entoro-t ageno1ee. lfe could 

cau upon perauiWel now in the Alcohol Tax Unit or llarcot1os -u. 

I t would aeom adYioable to oonaider the formation ot a special 

unl t dra.n rroa the ahleat peraollllel in all the Treasury agen<>ioa aa 

well as tl"OII outside t he '1'r888Uly, poe&ibly to be attaob..t ant1rel.7 

to the z'orolgx> !\Uide Control organization. The lin or t his unit would 

necoaao.ril)' be 111811 to begin with and ita growth would be detel'lllin..t 

b)' the nllllbor or probl8111.8 arising. Pereollllel tor the toreigx> sen1ca 

Job could to ....., ext011t be recruited tl'oll mating state DepartlUilt 

toreigx> serrtca personnel , to so:oe extant troD the Treasury Cu.at<lou 

•.gono:r eerrtoe, but to a large utut troa 11ft peraonnel, poesibl7 

lnoludln& l nd.lY1du.ale al:read)' reaidtlllt in the oountriea 1n queetion. 

F1no.1ly, we ahall - a ooo:rdinating organisation here. Tbe 

extent to wb1oh the routine entorc-t 1rork or the J'oreign l"'mdo Con­

trol Dirtslon lhall be linlted to the ... bftnin a<>t11'1tr prohl• oould, 

co doubt, be =ore easily d.etemin..t attar the entire 1nnot1ga t1on hal 

boon longer under • BY• 
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Ttor• nre Wldoubtedly types ot ropr8heneible activity uot cade crilllinal. 

by fiJl¥ stat ute ..nd which a regil<e ot foreign e:rchqe control would probab4' 

r.ot urract i n any direct way . For example, Ule employmont by tho Gl ollll Marti n 

,lant of oubstential llUlllbar s of persons suspocted ot boiDg Nazi Bylllpatbizera; 

"t;t.inst 1..1 11 nll bns apparently boon unable to llo onythiDg today and in t ho 

cbsence or ucUon by the pl ant itself not hiDg tllrtho r of a remedial nature 

e® a >1.rent4' be expected. A twilight &one orlata w1 t b r"6ar4 to Aloerican 

~1.er.- rle~o.s ADd tuma uaed tor yro-.\.xi a purpoaea-- au eXSlple, perh4J)S, 18 the 

'"lle.;od rortu..e ot 1lh1 t obead , deceased operator or the Coca Cola bottling 

busl ceaa. 

Th• following are some transactions Wlli cb ltuve lllreod,y taken pl a ce ovor 

1.hlcb t he Treasury would have a measure or control 111 t he event of the insti-

tu t ion or u rore18)1 o:rchonga control regime. 

1. U. o or /~~neri can dollar blllancoa ( troquont 1y in currency l in t rW18-

ctionG 1nYol v1ng alle;;ad repatria tion or Ceman securities held in this 

~ountr-J . It h•• been estil:llted by Wr. llhite•a divis ion t bo.t duriDG t he month 

or C1:tober end t ho tir&t two wookB ot !~Y ... ber ~15 ,000 ,000 ill cash lllono wu 

.. ·tllt re .urc~u.ai1Jl& ¢7:5 , 000 ,000 par 'f8.].ue of O.raaa. bonds as a m1n1mm estl-

:o~e, O::OWiting to about 60 per cent or el.l Cel'llen 4oller bonds held in the 

L'll ltod 3t nt ea . Under a regilte or foreign excho.ngo colltrol we would know 1110ro 

about tho pr ecise purpose ot such t ransa ctions (tho British haTe intercepted 

••vidence tbut t hi s baa to do with Goman propar ation tor an a ppeasement pro­

.,...,. i n t ho Ulitod States end t he continuunoe ot the trnudulent bankruptcy 

Pl'O;!l'"" i nYOlvlng a cheap depletion ot United State• barsa1n1Dg power by 

01lY of orr-ae\8). U also appears troa JBI report• that Ce= retugooa 
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1.n this cowrtl'Y are be1DS UM4 ln ..,.. ot \heM tNIINCUOU (tor eDaple, 

1atob Gol4acb:ll14t, A. J .B, Corporation) and t hat lll thit oonnection tbeae 

trl>llaactiona are beiDS use4 to oonr up the aaltinc u~ ot tu.oda tor 

other purposes, poasiblT subnra 1Te (tor eXI!lllple, .m:•a 41aoonry ot 

.Ka.rgaret Ooyl , • 81oop: tor B eme nn loll••r, Cd the t'ftAafer Tr\a.lt L1a1ted' 8 

acU rt Ual lll lie :d. co Cit)') , 

2. '!'be Ruackwan4erer ll&l'lc eratc Ul'I'OlT., the probable 41apo111116 ot 

tllt Ute aartnca ot large llllllbera ot &Ullible Geraana lll thia oountrr tor 

various an4a (the Cbaae National Banlc alone r.... 1Ul.T through October b&A~Ue4 

~1 , 1110,000 ot this lcllld), 'l'o4~ nothing ia beiDS done to atop thia (although 

•• baTO turned tbe matter oTer to \he J'BI) but un4er a l)'atc ot toreip 

oxoh"DD!! control thi a tr&u4 upon reai40111ta ot thia countrr could be p.-ptl.T 

StoJ1Pe4. llalatad to tbia ia t he food packa&e rsolcet alao indulged 111 by the 

Ruoaiana. 
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3. Ana powers o.re reoe1T1Jl& roralu .. on AMr1can patents and OOPJl'igllU 

1n l\lbetaatial eums but are ratuainc t o 1181ce ~ ptl)'IIWillta except 111 bloolce4 

aooounta to Aller1ollllll in lilllilor circUllloltancea, Under tbe propose4 rag;1-. 

tbia lllght pl'OtlptJ.T beo0111 a matter tor negotiation. 

4. 'l'rcaadou.o -.wrta ot currenor are be1D6 lhuttle4 between thia aJid 

o ther oountr1ea tor aot1 Ti"tiea largeJ.T aubnra1 n. The llliOUil1: ot aolll)' car­

ried by Italian couriers to Soutb AMr1can 11, aa lUll' ....Uit lr::noea, nrtici ent 

to purobaaa tbe allaciance ot pareou ot the hl.&IMn illportuce lll t heM -

t r iea, an4 tbe AMricu <Iollar 1o Wldoubtecll)' be1Jl& u.oed u the currenO)' ot 

P"l''lllt tor acUTitlea agalllat our Ultarelta throughout the world. The pro-
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posed reg1lN could preTct oUh troa bel.Dg paid out ot lMullt aooolllltl to noll 

4lpl..-U ODd could be u...S tor d1pl01111lt1c d.aroh .. to pNftllt 1aportat1on 

or erportat1011 abll .. a. 

5. !'llyaent Blld recaipt ot ~ tt&o.. troa SoT1.t aouro .. , lllld011"~ 

for eo=miat purpoeaa, are - ctireq l.Awt\11 &Ad han take plaoa 1A nb­

atiUIUal IIIIOWlta. The propo...S re&1me would prnct thia. 

6. ~te by ooae\llawa, .-bueiaa, corporatiou, ud 1AdiT1dlllll.1 

·fallin& UDdar t.ha 1AhibU1ou ot toraigll altOhaDga control could ba nrut1Aiaed. 

'l'oclay tha Cballloal llarlt.tlJI& Cclap!IIIJ ud othar orsanhaUou ot the lr:1JI4 .... 

terred t o in tha Dia l a-ittM "White Paper• would be .,.bJaoted to oloM 

OOl'lltiJIT, 

7. Transfers ot credit a emoWlting to night or Axil credite to LaUA 

• .merica to be U4ed lll1doubtedl)-, ho.,.,..r, within the Ul1ited Statee by &r"dual 

repotrintlon 111 ourranoy or d1agu1eed credit treDoaotiono are I10W ta1<1Dg pl.Aca, 

The Italiana, tor 1111t8llae, are reported to hAn in t b18 I:IAAI1er built up a 

b&lanco 111 Rio ot no leu than t l o ,ooo,ooo . The 1ep8lleaa and Oe~ are 

dol~~& tho ""'"· Tbe purpose ot these act1T1 ties 18 to place bo~Yond our COII­

trol all tbeae !linda, In view , bowenr, ot the tact that dollar cr.aUon 

eourooa remain 1A the U11.1ted States a reel""' ot toreigll exoh&Dg& control, 

IIlah aa 1s propoaad, would prnent a cont1111l411oe ~: Wa praaUca; and U 

lllgbt &Tan anoble ue to control t he repatriation, boa.,..r d1acll1ead• 
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A panlll lla\ or oorpo...Uou ...,..,e4 ot lllllftfti'ft uUrl'J' or ot 

oonoe&l1Bi aaaau nbjeot to rl'M•lDC• 

A. Tap!!!!!••• llr. lbUa IIIIa anla\M t11.at 0111' •••n• ill ;r.,.a an 

;rapon aq ~ o11 ~· ooiiO&IlD&t ot ....,.,auu a .. n•-. 1apuaM 1ll 

tbo UD1\e4 ~., ••• 

and 5&11 .I'HnoUco, 1• oomrolle4 bJ tiLe 1al)&JiaM I'IT~, Ul4 hu u­

r.edT - 1'ollll4 to haft tUa4 hlM r.pona ooaaaallDC ·~ $100, 000,000 

111 oueu rn. .U..noaa l!epldns av.\hor1Uaa. 

2, IUUubUh1 llulc, Ud., lilft Ton. 

1!1. IUtav.l. llulc, Ltd., Hew Tort. 

•· I!&Dit or Cho-, Hew York. 

II. 8ua1t..o llulc, Ltd., -York. 

6. I!&Dit or Tal...,., Ltd . , 1i1ft York. 

'. ~odo rue Inav.l'ellae eo., Ltd. , ... Yol'tt. 

8. lle1j1 JU.a Iuuralu>e eo., Ltd . , ... Yol'tt. 

t, IUppoa J1re Iull.z'&Ue eo., LU., BOIIolv.lv.. 

10. 'folllo lloJ'l~~a ad l'1re IUUJ'Gee eo. , Ltd., ... YaH. 

U. Iwa1 ad CcapG,T, LU,, ... York (illpOn ad apon), 

u . 110r1.a11ra IIJ'Othal'a, IDa., ... Ton (illpOJ'\). 

1&. 111tlllll1&h1 Slloj1 bl.-, Ltd. , ... Yol'tt (IJipOJ't u4 ozpon). 

l •• T-aelre ad ~0 Ltt., ON!re, 1.,_ (toel- 1D an 1ooU 
nth..,.. Ou'-.,.. 11111 utnov.l.u .. ). 
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10. Na~;oya Seito Kaiaba, Ltd., Hew York ( ohina.....,.) . 

16. 1/Ueui and Com~, Ltd. , New York (tra41J>a in <>ollll00d1t1ee). 

17. NUibO CoJnp~, Ltd. , New York ( 1aport lllld uport) • 

18. Fueo llarino end Fire Inaurenoe Co., Ltd., New York. 

19. YlliUcho and Colop~, Ltd., Seattle (aport 8Jld export). 

(All ot tho ahoYe baTe been incorporated in 1op8Jl, but are dOiDC 

bullnose In the U!Uted States. Tbe 19:19 tu return.a 1n 118117 or the ahoTO 

••ee• &bow ..U,ged losses.) 
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20. A:loJ>a the large accounts beiDa aoni to red 111 JBI 1• Showa Tau.aho 

l(aiaha, wbioh in Now York 011;1 shows balanoea in I!Xcaaa or $500 , 000. 

In ad41 tlon there are 1ap8Jllle b8Jlks i n l!.awu.U (no or t hree) and tba 

Phlli ~plnoa which are apparently rtewed with euapi<>ion by l'BI. 

B. ~· German controlled corporutiona wbioh ·....;, lllOre or less sub­

ject to auapi oion incl ude the rollowiq: 

1 . Ge1'!14D Dye Trust. This oonaieta ot a &J'OUP or corporations, 

lllcludt ns General Ana.l1ne end Fila Corporation and eube1d1ariaa ..,.. or whioh 

are sa tollowo: 

A&ta Anaoo . 

Alf;ta Raw Fila Corporat1 on. 

Oaal14 Corporation. 

Winthrop Ch..toal c~ ( 150 par oet) . 

S...orioan llapeai ,. CorporaUoa ( 150 par -t) . 
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'l'h18 Sl"'UP wna described u tar back Ill the last ftl' (Al181l Prop.. 

or1.y CuotcdiWl report , 1919) as follows: 

"The relation between the Ge1'JIIf.U1 Go'fenunent end the 
great O•"""" chemical houses waa ao close t hllt representa­
tives ot the industey ..are naturally almost direct rei>re­
oentot1veo of' the &OTel'Wiellt and t heir work 1n thia countey 
gno them u.oequnlled opportunJ. ties for 8%11"'1 nl ng our in­
dustries tro• within • * •. After t~ war began t ho 
illdUatcy becu.e a c• ter not only of' .. plono.ge but or 
propaganda end or di rect so•e..,.....tal aetlrtt)'. '!'he nuaber 
ot a\rlking instances of' thil deTelOJllll!llt ia 10 great t~t 
only a tew 01!11 be detailed, but t~•• appear suttic1entl7 
atrlldng • • •.• 

'!'he FBI Ia watching the Dye 'l'ruat acthitlea, •II>"cially since 

t•o peraon8 poa1ng as aap1r1n salell!llan in ita • ploy were tound aetually to 

be cneuged In aubvcr&iYe or at least dubious act i rttles in the Western Bemis-

rhero, including tbe carrlnge or secret codes (the Roeblle and lfoltf' cases) . 

2. Cballlical llarketlllt! Comp6lly and oe,.... Gold lllld Silver Refining 

lnat1tute (Dr. Xerteaa and associate s) are undoubtodl.y diSa&ed I n act1v1t1ea 

eloee to e8)l1o:wge accordln& to the Dies COIIIIIittee report . 

3 . Ut a fih. 'l'h1a Ia a proP"£1'114a qenCJ end 18 bei ng used in 

:om:ecUon tl1 tb the Agf'a Ana co tor takiDg picture• or mllU"1'7 objeetiTea 

In the l!eatern lloaiapbotre in the guis e of' produc1Dg ~educational tU.a" 

tor conawnpt1on 1n oe-. 

•· Oomon Sb1pp1Dg end 'l'ourlat Jlcenclea (!!APAD, North Cerman 

Ll oyd , Cel'l>lhl1 Railrouda Intor1118.t1011) , 

ll. Oe111l8ll lloney Forward1Dg A&Cc1u (Robert I!Citz and COillp6lly, 

!:ew York llnd Chicago; Ilana Utaoh end Cca~, Jew Tortt; Carll!arltS and C-

!'6J:W, t:n York; e-tc. ) 

) 
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6. Duroz J'laet1cs end Chemical Company , North Tonowonds , Now Yorlc. 

!bl ie in~oroGt~d i n t hi s company . 

7, Pilot Reinsurance Company, 70 Pine Street , New York. l'orty-dx 

,rr cant of tbe stock 1e owned by non-roei deot Ctn1nen aliens wortb $1 , 240 , 000. 

a. ..Ul.f:; ... eine Elertricit&ts Ceaelleobefi, Berlin. 

c. ll!!.t• Itallan bo.nks r epresent tbe cb1ot' tllbject cf interest witb 

rcs<-r<l t o Ital¥. Tbcy are coutrol1ed by the Itali an Excb"Jl6e Institute and 

t.oir trLDI~oUono aa reported to us ban been llllltifarioue end mysterious . 

'i'hoy I nclude t be following: 

1. Bence Conu:l8r Ciale Italianu, New Yorlc 116eD<Y (a f oreign cor-

o:•ut!on). 

2. Crodito Itali ano, New York asency . 

~. ·Tbe s~boidiaries of the Italian Exchenge Institute , s uch as 

the Benco di Lapoli TNst Co:npany , New Yor lc tnd ChiOBl,'<> , nnd the Bence CCIII­

roroialo Italiana br...,cbea . Tbe l'BI ba& been obo•rring these banlca. Tbe 

resident ali en presi dent or the Benco di t.apol1 , Cbiceeo , wcs recentlf dia­

CJOrt.ed b)' the Italian I:l:chenge Institute tor not being autticient lf pro-

J aaeht. 

4. The General Insurance Co:npany , Ltd . , Trieete. This company ia 

being wutehed by British Intel l i gsnoe and il en~ugod in m;yetcr ious financial 

trunaoot i ona 1n tho United States throu.gb 8ll i.ndiv1dual nruaod l!ornik, resi d­

ing in tbe Hotel J>ennsyl'Y8.Dia , New Yorlc. 
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l!. De Nobile Cisar CoapllJIJ, Bl'Oot.J,JII, llew York, ~· I~lu -

ti'OUed; paid 41rtdell41 "> DOil-Nii4•t hal18Jll 1Jl 11139 ot abollt f86 1000 'l'lU 

0 atoek .slue ot tl, M6, 000. 

D. SW1herlap4, Tho larpot ...,\lDt ot ~ta to _..reai41At .Ueu 

in non-ti'Oaen Continental lln'ope todq 11 1Jl Soriao ...... It 11 bolln.d 

tbnt tho lnrpat portion ot t hia la O.man (tor -:ple , I , G. h.rben), 

Tho Electro lux Cor:poretion io a eua:peot 0011pu;r. Tbir\7-SfleD 

per cent or tho total outatllll41.a& atock 1a repro-- by 41rt4eD4o to 

non-rea14ont aliens wltb Swioo addrelloa . '!'be 1m baa - watohill& tbo 

Swede, Axel lloonar Oren (oeller or tho yacbt SOO'DIDN CROSS), ot thio oor­

poreUoll nry eloael;( , 'l'be eooo:paJ~T ba• S3l brfizlcb otticea -utaoturiD& 

md 1111111& n.ou~a noopera ate. 

Otbar Swill c011pe.nioa tbat aisbt bear -lat1on a re BottloaJl­

LaP.ocbo, Ino., ot Nutley , lift ;r..._, pql ac 41rt4cdo to Swill ,..... •bow­

in& o otock ftlu.e of onr $15, 000, 000; Scdos CbeiiJ.oa.l llorke, 11 .. York City, 

111)'1"6 41rt4ooda to a COiqlaJQ' 1Jl Baele, Soritsorland, ebowlns etook wortb 

about t l , 500, 000; Spur Dilt rlbu\111& ~ ot lillbrtlle, T&Jllleeaoo, :pqiJl& 

41rt40Dda t o.,.. Adolplo o....c, Z.U.i ch, '1'1 U •took Ya.lued at ~.~14,000; oto. 
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8olch u arraac-t wnl4 M l.acal, a110Ca it COMtU- u o-.. 
ri&bt parcbaM bJ' t.be Stel>11.1aat1oa '-l prior to tba apintioa of the pow•,.. and t itle to the 4ollara •1ll lwta ,. .. ted b .uw ... u. t..ediateq 
upoa ti>Ch pvcbua, .,. .. tboG&b .USaU• .,.._. to llaiW witbdl'ewal.a 
onr o period of tiM ateadl.lc llq.-1 z- .30, 1941. ..,.._.,., \be fad 
t !let .lr1•nt1M bU u o'DlSp.t1oa apotl requut to ,..p'CII'CbaH tba peaoe wi\11 
dollare after 1- .30, 1941 doea not aff ect the Yalidit.T or tha coatract. 
So ttl' aa t!!e llllited Stet.. aDd tba lltebU1aat1oa 1u.S ,.... co__., the 
ropiii'Cbaaa of t he peaoa with dollar• coutitutea H~ the l~'llldatioa of 
carttia aaoate o r the 8teb1llaatioa ,.,.. IYea if tba Stebll1aat1oa hnd 
expiree oft z- JO, 1941, tbe l1qu1dat1aa of ita aaMte 1a paraiHibla, 
that ia, it wnld be -t~ prvper fw the llacr et&J7 or the TrM...,. 
after 1- JO, 1941 to l1qu1data eQF rorei&a CIU'rellC'7 bale! .., t ba 1'IIIMI aDd 
conr the dollar proCMCia into the Trea111117. eo,...... did aot 1DtoDd that 
"""" tbe ~itlaUoa of tba StebUiaatioa """' j)OIIeJ'a rorei&"A CUft'eMiaa 
h;,l d .., the 1'IIIMI aho'lllAI be ... taiaed. Tba llq 'llldaUoa of the aaHto of tba 
StebUbatioa 1'IIIMI OD ito toi'IIJ MUOD 1a ~bla to tba l 1.qui dat1oa ot 
t!Jo a 'faira ot a corporatioa 111p0t1 ita tal'lli~atioo, a ad 1a botb inlote­
thoro 1o lacal autborit.T to carrr 011t aacll l~uidatioa. Ct. (1900) 2' Op . 
J'!4<Gon. 16J. Tlle opi niou of tile .f.tto...,. O.oaral aad of tba Ca.pt""llar 
or t ,. 1'nuUJ7 cited be.lR claarl,}' 1Ddicata the -1•to- or a'lltlloriv to 
liquidate attar tbe ap1rat1oa data of an appropriatioa coatracto aDd otbar 
tra•aactl.ou properq ... tar.s into choriac the lite at the appropriatioa. 
Siace roroJcn c\IJTeaciN bald bJ tho Stebill~~atlon "-1 at tho data of ito 
oxp1rstioll ~ be aold 1a llq'llldatioa, \bare 1a ao l acal obJactioa to 
ontoriac icto a contract prior to tba data of tbe u piratiao or tho 
StabU1Mt1oa P\JDd which woti.d uaure tba l'anc1 of a cuatoaar for a partt­
calar foroico carreac;r bel4 bJ' the P'lmd. Th1a lt1JJd ot acre-nt woulcl 
e.ppaar to bo aot oaq l.acal, bat prlldnt. 

(2) .Utaroat1Ye],r, tbe Secreta%7 of the Trea111117 co'lllAI ac~uire tba 
poaoa ~ .f.rcenUna botore tbe upin\ioa of \ ha Steb1..!.1Mt10D 1aDd aDd 
u ke ~ for raeb paaoa ewer a pariod of a :rear ~adiac llqoad 1- JO, 
1941. Ill u- i a Whicb orti....,. of t ile Gonr,_.t ba ... ao•bt, at tar tba 
oxpiratioa data of aa approprlatioa, to - t ...S. ccwar.t bJ' .,..b a ppropria­
Uoa for t he l>llrpOM or ?A.J'ile rw pv ebe ... proparq •de duriac tba life 
or t he app""PTiatioa or o\11..-.taa to liquidata coatracta •de dwl.lc t.bo 
life of ...... appropriatioa, tba utw,. GeMI'al. aDd tbe ~\roll• or tba 
~ ba ... bald that the appropas.aU .. 1D q-tiaa _, be ....._ (18?'7) 
15 Op • .l.tt,Jo O..o .35'71 (1920) J2 Gpo Att.To Gea. ,,, (1901) 8 Collpo Deco 
J46. l.ttor~~q Ge.....J. Cbulaa DooreM, iD the op1al0a 1a 15 Op. Atlr• Gall. 
357, bald that for two :reara aftar the upii'IIUoa or ao appropr1at1oa, t ba 
-..pndad aDd -bli&&W port.ioa ot tba appropr1at1oa coulcl be ...a to _, 
coaalt•nta proper .!¥ -· durl.lc the •lata- or U.. appropriatioa. 

1 

( lnHia lM) &. H. 1'. , lr. \ 
' 

CCI il&rry llhite 

~· t ~ 1/P/'1-o 
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In ~oppeering before the l~atlonal Induetrlol Conference Bosrd, it 1e 

ap~roprlate that I should appraise the national ocono~1• outlook as r see it 

0~ thl• time . Ao Chairman or th~ Board of Govnrnora of the t'ederal !leservo 

~ystem, 1 ., prlmorl l,y .concerned ~<1tll banking end monetot·y pr?blems and ~:ith 

rtocel pollclo• ft& they affect r.onetary conditione. I CQ!l epc6k onl y for "'Y-

eolr, and not ror my es=ociates on t~e 3o&rd or in the Reserve System , or for 

tho c:ovorNOont . l!<.ny of tho lseues \'lhl ~h I 'llutt •ouch on In order >.o preoont 

• e roun~e<l picture of prcs~nt and potcn:ial probl<LA~ os I see th.,. are by tholr 

no~ur.o h1V)lly cou:rovora!al . I ~!5-h to 1n:\leet a ll.Y own views &3 rrankly at. 

#i?Sblblo for "'het they ~Y te t:O!"'th as b ~rt or th~ full eonzi deratton and 

d\SCUaSIOn tbot arc roqulrod by thO gT3Vity of tbC times and tho lmpor tence Of 

tho problom• boforu us . 

Underlying my opprcnch t o all o!' tllooo protlcmo ia my l:cEer t hut 

dcmocrooy und tho GlStom of froo ontor prlaa con function to provi de ro~sonAbly 

full end sustalnc:<l <'f.lploym~nt for all or our avnllul>lo "'" " po11e':', in poncr no 

r.~ll as ill 1'tU' times. Tbo o;rc"t bulk or tbot (1"\plOyz:t~nt is c.n:l !ll'lSt bt pro­

VIded ~ prlv~te <n~orprlsu . Public pallcy, th,roro•., should l:e dlructc:<l to 

croatl08 on ccon~ic cl~te th&t nlll give tho groctoot pas&lble oncourcgcmcnt 

tc prl~to lnit!~tlvc ~d p':'ivato ontorpriso thAt 1~ cooolstent with orderly 

and cont1nuou3 nAtional progress . 

The experience of t he pa• t deot1de hAo oorve<l t o confirm my convi ction 

that having glvon this encouragement to privnt o oc~iv1 ty, Government should us­

sur e employt.1ont on uaBtul publ ic tiOr ks , nn o bo•io t ht:.t is uonc0111petitivo v:ltb 

privata induntr;., f or thooe cble and .. u u ng 'IOrkera whom prive.t e 1nduatry 18 

unublo to llllploy. Far rl'OO> being \ocaterul , t b<.t ie tho eascnco or con•orvatlon 
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ror tt. a'Jt.DS addinG to the &tore of ~~tonal ne.sltb, in ;tro•idlnc roads, 'chools, 

!:ospttoHzut ton, public houstng, end other betterments, that prlvate ent or-

p;-h> d~es r.ot a.nd cnnnot 'oe expected to pro•;iC1e . Y.'e cain all the:se thtue;a in­

a•••d or 1::-roparobly los he ;be ;-roduc: or lslior b:' lcoepit:£ 1 t idle. l.uoh ll 

poHcy ia vconomlcolly cound, und ":hen eupplumc,ut cd b:r an udoquote t:oc1ol 

; .. eurlt!' p:-o~rc.:a o:' J-CD:ilons, p•Jtlie hu.c.l!h ar.i :-oU or tor th'l unC:C~ploynblos, 

CCi!!p'-nSOtO!J for t hV lOSS of ilu,y1n,& po;ou"r Yh en t!:.e lxponC~tUT"t:8 of pr1VUtO 

.nt':'rpriao doclim: . Th!z i:t turn b..:noft.t.c ;rri·t.:.to buainesR r:"nd rost.t>roo 

fJhlle run<1umontcl pr1nctple~ ot Go't&rnmcr t poli.o::y uo r.ot cho.nzo, 

:"01'::1•& .,u3't va1'i• ot ccor.o::tlO conoi t1onc chLn~e. Pollc;; tnat. 1& ep,a>roprlute 

:o c po:rtGd or derl~t.ion end un~cr-ecplormont Li not. a:ppro;n•ia.to for c tl:t'J or 

!'ull cr~plo~-=ac~t end tht> influtiona:-y ,poout'o1litio:4 thot •.hen ur1u'3 . Ate time 

~ te~ ectlvlt:: is rapltJly expucdtn:;. !l.nd r:o o;"C cp-prorching C"O~~~ tlons or 

re~eonebly ~ull em~loyme~t, tho fl =cul r~1 eoncta:n; vol~c1os app~oprtato t o 

!.~o dop:rc.vsioD por\.od. need to ho o.ltt!rod to ri ~ ... ~ho '!bllng&d cor lUtlons . 

J.. cont\ttlon of re~iclly expcndt.ns t:r;llo;;m<..n" c....~ pro~\ICtion hbE: ncm 

~ogun to <!ovclop, pr1r..tr11)' rs th:.. r~sult or ocr vt . .st 'icfcr.so of!"ort end British 

)::,\lrch·lsc~ o.nd tl:.etr a ti.::lulcti 'lO offcct :s, !>Oth Qlructl y c.nrl tn61roetlY, on the 

tn~iN: t:conun:y. 1 w18h nou to 6.1scw::s rt.c~ seem. to •u :o bo tho s.:!.icr t octor s, 

In tho Ur,ht ot' prosout conCHiono, thnt should or, tu~on Into nccount "" thoy 

O.:tcet the ~ina &nd =-onct"lry t"tcld, tte tr..~taet end tontion. 

Wo trrc cgoln heartnt much cbout the dongo:-& or int'lc.tton. !t. is 

vUaUy irolporoaet to r"co tbo inflation 1~oue •qur.roly , ou~ It 1c oleo !m)>ortcnt 
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co:ac: ~<'re in!'lotion al3m1:>t::- . tie h.::we ht.d teo :nueh looee t:llk o.hou~ 

infl~.tton ror seven yeers . Ftrat or ::11, t.:o mus t distinguish betr.ecn "J pr1co 

!nl'lt~:ton dut t~ non- nor.ct&.r y c!.uscs end Ont' rc:tm l tjng fTom mo:u:tr ry cc.~JSC$' . 

l h .. \'~.; :a•v ... rr.l tiltll.>tl 1n ~h~ pas t dofincll tht"' 11'\tt,~· us a cond i t.io:-~ O!'iuing whon 

, :. r.. •;nt Ql" f."..~-:r.:mt ir. tt:o hondo oi' t.houu '·ho •:Ul !1\)CJna it ir...:;occ.se:.s :r.Ot'O 

r ... p~t:l, t'•:H;. t.lu: pr..,c!uc:Oion or t;o?C.S . This ml) ... nS that t.l"<-1 cCO:lO;n.y h'.b -~;).Chol'i 

1.t.·· u_:.1t or 1t ... :1'JtUt:; to pr)duer, t~t ta to s~;y . f'Ull t:&.plo)'l"'.cnt of it::: i':..n 

:..r : .• r..t ;.:-.)(\uc~1v ... ~~c1li t!ca, o·:t th.s-:. . r.c.v\Jrt!"l.!za, thu e:""C.':.tion o.r noncy 

"'e:.· l ;, !\!.... uteo~tMlloC :;.r.:i ur.eLcci-tc.~ . J.. pr l CY t .,rlt. ~len , cuu t~ n~n .. ·lllt"r.ctt.ry 

t'f.U t ... , lUiS. 3 t.hGn p:"C'dUCtiOC 1:": pc.:-tioul.:.r fieldt 1J iJ.!OTr,Jptct! Ol" C~t:.:.ilcd, 

t~ ... t.t r rro:e tottleJ:oekz. , shcrt - fl ioht eu 't.Bijll und price pol!~ il!~, monoj)olis\.ie 

;"~r~tr t. i·~ua b;· cnpit.nl or labor , o:- rcl~tou eama:t , \,h C'Ir. ther e is p:-cut:1.ns con-

.. WI'It•r clC'IM.rl for t~o 1:;oo~s pr cduc'.l..l t n ~huto t'1t.l r.1' ru!d •,hQI~ ther e i u nc1 ttcr u 

:'h\>rt2.~l. Of ~·ucllitiu::: t},t.t .:Xi~t Or CU1. be r.on~trUC:tCU o r n i>hC!"t;~gc 01' r.~r.r. 

po .. r. Tt.u cure :o=- such?. co'r!t!it~on 1K n!)t l~,.Jn . but ~!'·! p ;•t'lti.uctinn. It 

;·mt.nt je t'{O!·dlt·J b:r t.'.iOil'1'to.ry et.:cn:: , uxe,rt :lt t~u .•. ~c.~t of re~t r1ctt ug tho 

r. ~' :-.. '"c."r.O!'(I . 

Tb .!'::l:t·Jte:t.c ihltJlCr 1a tbnt -:r.o :.lP'· r.r d !'9~~ n!" 9r'c~:c !c. ;>: r t.icu\t.r 

:lt:!.:t'<~ or !.~.C ~eo:.O":zy" ':'il.l tl':'!'"Cl tf.r;; { r.tC:t"'l"!'l l)U-:- nf ~1--l.C:( ·.·jt!l t!:fJ :"· ;..t Clf 

th• ... t·~r.r..: V', to t bo dc:.tr litto:n~ <.·spec 1{.olly t>t' t.V.:"i ~ult ,;rr.. U!~t"!'(;t.r.l z.·-;d l :.bo:- ond 

l-o:.!·. t;.c. 1<' ·" inrcn'l a r.d f ix"ci !nCfl,I;'IC •.SMUft" • .An¢c ·'IUr rn~jnr o!J:jt·<.::.ivo a t. ol l 

t t:z• ~ . Ci.'tl! \.!:;pee Lully •,.•hCin t:c CI.MOt. uf ford t.l) l 'lt.'CJ ti r.l ) i :l buS l din5 I')Ur d CJfuU:.Hl' 

h t'ull prn:iuet.ion nn~ cnploym.er.t, it lu ~.ossonl.lr .. t in. thl: {!(:nc-:-al v:cli'crc t h.at 

bu.·tnceo end lab~r O"iCtid strik"'tt: nr.d lo<:.:Kouto tht,t trjtcrruj.lt th~ fll)•· f)f pr o­

l!u.:t.i")U, 1.nd. lit.ttt .. !S\.. CV1id pr i ce. c.n~ """.!8t. p?li Clt:S th=it 1nciucc. fo:-.-:-.rd-buying 
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r.r.d tovcotOr'/ bulgoa due to fe,.rs of hl.;her prices . 

It t~ould be beBt for all concorne<l If through oelt'· dlsolpllne capitol 

unu lohor P'"vootod these abuses from doveloplll(!, but If they fail to do so , 

:·tgulotlnn tr,: Covornmcnt v:ill be nocasenry . Thro ueh ln croasod eff! cl oncy end 

oporvt\cs, ror loru;or hou!'s, cn:p!tal. nnd labor c&n tncrcm1o production . To cvo1d 

bo,~l,ncc~a duo to ekill'>d l<.bor shor togos In certain fields, it r.!ll oo 

:.,~<OSCJY net or.ly to utili:oe ux:!oting skills ce tully e: pcssiblc b:; 7:ork!ng 

.o:~Gc" houri, but clso to !cc"&:~so as r topldly ns pcotlble ;ocot!onol nnd 

cp;.r· ntlccl~lp trolnill6 · In these r.r.yo bot~l'>coclts end un>·o.rr=tcd price riaea 

c·.n b4 avoided . Ott.or;;ise. go-rcru!llents ht.vc no chotec, c.r -o hr:ve sP.en tn other 

t'''L"l t.rl <'8 , oxcopt to intC~rVt.Jl~ d1rtctly ~:i' onl"ore1ng pr1orttio~J&, by j.~I;J':O:lt!UR 

.. ~:-1K a :nd. lookouts onJ by fixing pl'1Cn::J ns •ell ~ts fr.lCCS end hours . 

Thou:o er e v i t.nl consideretions ~t t'l-:1 u till'lt:t whEin product i on rn.u.s t not 

rr.t~ ... oly bo auctAjned. , but mutt be s:re&.tly expo:1ded to provide rer .,nse requlre­

=~~ta bnd Qt the ua=O timG tbkP. care of 00~~1 ~tvilian needs . l do DOt think 

I~ po••lolo to ovcr-unphnsl~ the ev! lD 1"- tho k ind or 1n!lotlon o~!gl~t!ng 

In "'hrt e£rtnt.1a...lly ~ro annop!:)lie:ic tcuc:tice:J ctthtr ':rJ copitt.l or lc.~r . -:"he 

re ult t. r.ot onl7 greatly to 1ncrLt.sc tbc co:t ot ~oton&o £S ~~ll ~s the cenc~~l 

zost of l lvlng, but tho need to rcdrca3 tbc tu>~~nneed eoncltlons thct inovltEbly 

follo"t c~lls for inero~scd .mbsid:,~ payments to r.g:rtculture nn1 il'!crc,~.;.s"d pe.y­

ll:<lnt s In penctono and relict' f er th~ aced :nJ tho u.ncmployt.blcs in ordtJr to t ry 

t~ 0\uk~ up ro.· th~1r climlnishc.d bu,y ing ,>OWL\'. Ukol·:iso , it londe to kllltUldS on 

tnc pnrt of nll who t~rc <:mpl oycd t ... or tncrcr.ecd 1':'06t,U: and ao.l~trios to help tha 

:::or t tho lnero~scd cost o f living. Tho t-osult is tho fWDilior e enor ol upwurd 
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. ~l rt.l of ell prices ublcb in tlle end bcnoflto nobody, ond ~ercats thA eesenti<ol 

nt~loncl ourpooe or oub•tc.ntinlly !'ull flT.Iployment nnd production for defense es 

woll no 1'01' clvllion needs . 

1 W'l t~r.oro thot somo men in bu~tno!.ltJ nnd l n tho r!ioks of' labor t eol 

ttcl~ thU1 obnul.d be :~llo•wd to m<:ko up DOl: for 8011~ Of the loon ]e&rs . Past 

lG~J .. c.il c~!'\nf')t Ca m....dc up n~ c..xcopt t~t th<.t r1ak or thaoe 1nfl~ t1on:::.ry con­

.1~..-.~~nc-..:J . 'J."ha s:rico c.nd profit 1ncr~aon nocu3o.t.ry to r;elco up tor .tu.ch pest 

Jc;.:"t.co muld h~·t..:::: t o eo:r:~ out or tht. e;cono:::t ucn,:,"":..lly , c t ~be cxper..s('l- or ell 

oth r g roupe . 

'rhlc probl ec. - - ··~.:>: f!Jt!:l bo <>llo<l tho vcttlonoek problem - - requir es 

ULt r.o• r,orc th:u1 ever bni"or e we keop ~ d1sc:•imino.t1ng eye on prico movement& • 

.. ny l nc r Hti80 tn bueinoss nctivity cht.r::actoritJtict.lly produce~;~ r elot ivo secre t 

ln cort.hi n ll 'rOUO ot production r el a t ive to t.ho wholft . Thot~O r elot1-.rc acorcitioa 

t cr.d ~o couvo vrlec udv~necn . This is par~!culu~ly truo or n period dominated 

by d"'''o&o oxpcnd!tureG . Tho defense proarClll Ia concontrntcd upon spccic.l l zod 

s~ctora or ~ho her-ry goods industries . fvor; Ct~~ort J:llJbt bo rede to tnc-coso 

:mp;>ly Jn t hcce :.re~.:: . To tho e-,;t.ent tbt sur,ply cc.nnot bo 1ncro::::Jlo4 .,ltb 

;.OUft!ctc nt n., i d lty to kcvp po.ce ~i. th both Govo'!""n'nont c.n1 ctvlllt.n r oquirc.;n,.nt u, 

i)r1ortt1t1C unJ ntiontng rr.cy bR necuscnry os c chock upon unduo price odvcn-:oe . 

Thor o .ould ~o no ceonoaic ju&tioo in pormi~~lng the nGccssit!cc or n 

src:.~ n~Ucn,.l r.merc<ncy to "{iolrl oxcosslvo l'tturno to producers in cpoclr.li:l.od 

r.ro"o r. t th~ vxpun•o of tho r est of tho commun!t.y . Prlmury r esponsibility !or 

prcvunttne tho bro~kdowns , the prtce 1H3to1 ttonn nnd con110QU<.~::ccs to tho ontlru 

t. C'OnOtv ttl!.t 1'"0U1d 1'"t.Sult trolli tho <.tta.pt. to t •.k:o cdvo.ntt.~gu or tb~ ~cracncy 
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N·' ' D upon buslne&• and lc'>Or lendcrJhlp . Yle noe<l ebovo W.l In tltls cruclfll 

porto.! rapidly expundlr,a prohctlon In the 1ndus trlos "bo1'e preven table bottle­

r.o•llcl t.ru rt~ozt liKely to develop. The time mny como 11hon t•'(l uboll hove to cur ... 

1 ~n id'/f,tO }\urChoocs of outon:ob1los and pr1voto nnd pul;lic cons truction in 

or.! r t.o qtv~ t..bo duf t nae prouu=n t he right o!' ·~n.y tn tho hc:...vy indust ri es . 

:!Ut P"loJ•I tlcJ •·nd r .>tlonlns s hould not bo op~U O<l unt\l t•o lwve exl.Lueted 

'-·: r"J t..~!'ort to enlarge p!"'dut:iv '"' cupacity in tho bot.:.lernoek cre:.s . 

7:o "u"t aho icao~ r. v!gil:mt oyo on op<.~culr.tlvo !Ort't.rd-1>\zy'ln& 1\Jld cx­

c.s: lvc lnYOr. tory occul11Uh;ion3 . l:c should bn :.lcr t to the potsib1l1ty thct the 

lr.rgo euLh nnd crodit r~toureos ov::.t lcblo might bo t.urned into =opccul~t1 v" 

c lu.nnt.lS undO!" tho fc..vorc.blo oxpoct:.-t \one whtub '! prolonsoC <loto:tsc prosrc.m 

cre:1t~wo . ~io would bl) botter protectnd oauir.ot such vpoculc. tiV9 inflationary 

dcv<lO).<llonts It th~ 7ol\uo• of idle l'Unds nlrct~cly oxlst1ns war& curbod end r.ro­

.cn tc1. r-rom 1nero"\&1nt ctill ":t~orc nnd if our '1.>1.nk credit struetu!"c wcro nge.in 

br>cznt ".titl.in ro.neo of ecntrol . 

~tt 1 hc7o botn dis~u~3ing nrc inrlot!on~ry condltion3 dur to bo~tlc­

nc.:cl::t '" n' o•ho:- non·Mc•Jt~!""J c ::.o.uso:;. Looklr.a ~o:rtnd tbcae tt:.cdtct~ pt"O!lltJ~~s . 

.... ~ rho-.:1<! be p-rcpat'~d to p,rotcct tl.o t..:.or.or-.y '1131') C.': _lnrt tbC! ~Jvils of gcr.crol 

t"':tl:lt !o'\ duo •.o t!.act.l ::.nd mor.c tt:.ry n.ctora. 

n~ tho rosult or soln imports, s i lver ~ur·~···· ~n~ purc~~ses by 

btJ1k6 nf llnl too :.tctoo Covornm~nt uccuri tloo th< vnl\11110 of ben.~ O.ep¢slts hns in­

cro"oon to the l:lghcut levolo in t hu bi s t o:-y of tho COW\t:-y. DCil!r.nd deposits 

cnn curroncy DOl'l I'J'lount to $4-1.5 billions, or 11bcut Pl4 . 5 billions <>bo'IO tho 

p.:.'!}( or tbe boom porlod C'f tho Tr.ont1oo . Jlt ~t.c .<01:10 tice, s<>ld c.nd s1hor 
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purcbosea b.c.1'0 raSeed tbe voluce or excess rea:ervos to (.'1 bi llions. t:bicb is o 

Ytollr W!Jor&co~Olltc4 volUlllo, capable of eupportlng e b:mk credl t expansion or 

~ly t&O bllltona ln nddition to tho present total or deposits . 

;,8 loog •~ these funds have been r elotivoly dol'!llr.nt, they hove not 

u aortoua problnm o~copt ns they hwo ton4od to dopross the interest 

n.~o structure to oxcos31vely l?"' level... To ovoid th4t oxtrcmc - to k•OP the 

bonk cro41t picture within tho realm or control th~t ta the epec t ol r osponst­

olll ty or central bonking euthor1t1os -- I cdTocotod, In connection with the 

:t.cking Act of 19~5. thr.t Congroes give tbo Raaul'"Ytt Sye.taa adequate potrcJ·s to 

.b1lorb tho exccae, end I wbsoquenUy urgo4 t~t cona1do::-ot1on be g1vc.n to tho 

~in couooo or tb1• con41t1on, t~~t is, to silver purcbnnoe e nd to the ccuoos 

or tho 1nrlow or gol4 from abroad "'htcb oro almost Olltir-.17 r o•pons1blc for tho 

prosnnt nnd cont1nulnB &rom.h of c,xcca• rocorvos. Tho outhor1ty grunted by 

Cons r ••os hoo boon ont1roly inudcquutc to cope with thC> unpl'occdontcd gro1'fth of 

~xccss roecrvos . ror that roo~on, the ~1rd of G~vorn~~c ~a long ego ns 193ij 

rocom:>ondcd I ~ Its cnnuol ropcrt th:>t Congress trJco uesniu:nco ot nnd deol wt th 

lhlo !"epld.l:f e.•l :.rglog probl..,. 

The ne&d tor der.ling wttb it occODeo 1ncronolngly 1• ,er ct1ve because 

tbe r<pld oxp<.ns1oo generoted by the detente progren. It Is escf!lltinl now 

t l•ot the excou r osorvoa bo brousl>t ,;1th1n a rc.nso • bore thoy cr.n l>o udjustod 

10 tho needs or l•glttm~te businos3 through tho opon-mnrkot function or the Ro­

scrvo SJs t om, and not be left os a baste tor nn uncontrolled multipl e credit or.­

ponoton such oa could be built upon thom . 
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~ tbe open-market tunction, 1 moan etaply the author! ty .-:bleb the Re­

serve Syotom baa to buy or sell Government and oortntn other securities tor Ito 

own account, these operations being carrtod out by the System ' s Open ~!o.rkct 

ccmottt•• · Tho t"'porttlllce of these oporotione l1oo in tbe ruct that 17ben 

occur!tioe oro bouaht tt tncreasos member banks roaorvoa . Conversely, t~hon 

aecuri t !cl ar c sold rrom the opon•mnrkot account It abeorbs and thus dccrc3GCS 

the roscrvoa or •caber b6nlcs. '!'he opun•DIQI'kot tnatl'll:llont is " tloxible ono, 

.rr-ct!ng only banks that desire t o purchlloo or eoll aocurtUos , lergcly In 

.occord.e.neo with tbo1 r reserve pest:-i o!l, 1:horoas rutalns rcson <' raquirca.ont e 

ortr<ta o.ll bcnka l t: cccordo.nc e , ·tth thot r cluaattt c•~ton . I want t o sr.;y in 

,,s&!ng that , cont~ry t o n persi3tent populnr tollncy, t hu Rooorve Systoo dous 

.:2.;, uso roaorvoa deposited ,;Jtb it lr; meober bunkG to buY Government aecur1t1cs. 

'"":!. bbnk r coorvoo nre quite literally loc:.e.l u1• by tb• $>Jet..,. ond cannot be ue<Xl 

"" o bool o tor croGit oxpnns ion. The Syst., h~:s &p•Cif!c outbo~lty to craato tho 

:'~:cda used ln open .. m ,rkot oper-..1tions. Thooe l"undti o.re in no v.~y depe ndent upOn or 

to o:uc:b rosor"foa ad membor bonks cArry u i tb t he Reserve Danks. 

Rog3lnicg con~rol over excess reeorvos 1a n nccoasory prcccut1on age lnat 

lntlctlo~Ul")' poastbillties or ovor-cxpan3lon ot b!lllk ~recUt based upon thos o 

·,'<!undont r osones . It Is not a s t ep thot would In oey ...:y r cotrlc t l ogitimote 

lll&lncao oxp<>naton, Govcrnaent finnnc1:14 or dovclopmont or the dotonse prcgxuo. It 

• 0 •otcguord naotnst nocessni"J oxpans ton d"voloptng Into ~vor-cx~nston -- into 

ronuon or tho ~:~cons or p~;ymant out of ull propel' r ol"tlonahtp to production. 

or. t blo step may b~ct bo nccnmplishocl 1a n mottor ror Congress to dete rmine. 
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;:o»<Vor. 1 seo no roosible r.a;< to occomplisb it oxcept by increasing there-

' .,0 rrr~ulr•:llont• or t!le banks to " point which would r educe the excecs re­

JC">rvr-t '.0 nn nn:ow1t thnt. could bo absorbed by tho solo or Go\•ernment securities 

i':•o
1
- tb•.' .:.JdtC'Jil 1 ,ol J:OrtfoliO, leaving Only enOUBh IS(IC\1!'lt1eS to tei<c care Of 

• 7.t~• o<P•"'' ' In addit ion, odequnto p~ov181on should be mado tor absorbing 

!"\lt.urt.. cold o r atlvor acquisitions tl:nt o.dd to cxco3e roocrvcs . T!.tis po;:or ot 

r.i.~!r,a o,.. lo~:crlng r CJe(;rvc rcquir<Dcnts should bo t111d<. ~ppltenble to l~ew York, 

~~ ... a.o':lO'/ e.,;:ner , or ~o ell reacr7c citic.;, or to \!0\U.:.t.r'J bc..r.ks, or to e.ny coa­

~lo>tioc or :ho 'hr ;,c s:-oup•. This would provldo ror t~ox1b111ty t.nd m::.ke 1\ 

po..:st!)lc to adjust rCJsorv\) r cqu!rcnC'nt s more in aceordoneo ~·ith nocds . 

Furth~rmorc, rosorve r cqulracunts must be o:do np~llccble to ull banks 

er deposit, thothor thCJ bo mo:nbors or tlJO Fodot·c.l n l6Cl"V~ t;ysttm or not . It 

lo not N UHoblv to osl: o"lY the mcmbol' banko ot' ohc. Roscrvo .ly$tcm to subject 

th~.ons~.tlVIlG to lncronsou :-1hcn thoso 1·:ho clO'-'t to rull'..r..in out&idu the Systom, or 

t~otc 1>oho nr\J now aombors ":ltd 1;.sho chooso to •1 t..hdrr.w, CU\ oscc.po- sh.c.ring tn 

~t't 1: " n-t loL' l N'ponblblli ty. Tbis a! tu~t ion Ia not only tnc~ul tc~l< but 

t:. r .. r.c! .. r e LlOtl~"to:ry cont:-ol lr.offoctivo eo long ('0 •'U\f bmlk tht.t ~ocs not like 

t !i r•""~M' ... r cc:ulr<.'IIHlnts can rolicv: 1 tsf'lf ot the, l"'St!'ict ion b;t w1 thdr:ntng 

fl'f'r. t.ho ::.yJt\0/_. . t.rx.nc deposits v;-o th~ ,,.ojcl· pt.rt ot our cor.uy !lupply -- and. 

C?nt.:"Ol ov.r their oxpnnelon ~·Jld contraction r:.uat r etch all b~nks th~t c.rc 1n n 

P>Litlvil to crooto them . 

Ml long es we hnve o vaat ovc-tr&u.Pply nr cXCIJSS r cuarvos , thu lnduco­

m•mt exist s throuS}lout tl1o bonking ayst0111 to oxp•.nd end t o put these resources 
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to ,'fOrk In lonna and inveatmonta . \\'hen the econoc;,• is roaching the stc;;e or rull 

pl'OdueUoo and ""'p!~;.o:•ent that lnducaont eboul<l be r.x10vt d. 

tWot onl,y do the r,,;:craa resencs at~ord. a.n o-pprtuni t-:1 tor over-

e~oaloa but they als? tend to depress tbe interest rate a:ructure to excoeel•~ly 

1~., loY<lo. I havo ccntinucuely ndvoonted n policy or <lOr.otnry ell3e cs the 

Ci'propr~c ~o nccompcn!mer.t or u pori~d or undnr-omploymant , but I bavo never 

r~•o•cd crtlticie.ll y low rutoo euob na hn·1o boon brought nbout thr?ugh on un-

controUocS surplue ot excess rocorvue . No cucb ttvarDupply nr oxccss rcsorvoo 

14 :1-:ct=~·•ry ,,... er..rrJ out G pc-licy ot nonet:u-y unc"lur·)sc:ll()n~ t l) tiusinet-.s r a-­

cf'Yery . lnatoad, o:t<:eSbivcl :,· low 1ntc-::oat rf.ltoa tond ultir.I.Dtol~· t'!l induce tn­

tlat.>d prlcoa nr Covor:JI!Icnts, munictpols, a nd other h1gh-sredo oocur\ties . Tho 

ol'foc\> oro rerlacteci in credit l1noa :;on'll'olly, nnd nro folt by !nsuranoo 

coru~ica, snv1n~s ~a. cduant1~n~l 1nst1tut1,na, and other fJUuci nrios 

roprosoot1ng the nccurrulat1ouu of mn:r millions et . ur Pe<•plc, lilllllll -u; well oo 

lo.rso laYe.r• · Moreover, t!lis crontoa n future ;Jrcblcrl f )r IIOZ:.Ottory 3.uthor1t1ea 

Mouao r.t ouch tlmo es i t co;t bOC'llaO I.Cccssnry t o curtnll turther crec.1t ox­

Jl'lnolon, oa c oafof!IJ"r1 ~lust ln!lnt1onar; tiovcl<"piiiOnta , th1G atop c:-.nnot bo 

tukon t•ithout cauoint; n dc,,l1ue i n tho price or outst ".nd1118 uoourtti os . 

Althaugh samo lnt oroot 1'111,08 hc.vc bce:-.:no oxtr61JOl,y l?w, :-otcs in 

tbe htac oud tnr:o m:.r tt9>g0 ricld l:ovo boon r elntivcly oll'>tl t n rcaP')nd t<' the 

g<aDill'1ll. doelltlto QD!i c,r-o n"'t n("W t ot l?\7, In J:ey" ;ud&JIIOnt . I th!nk Uwro f'l':uld bo 

n<> Ju.eUrtcnti?n t'r lncroc•o4 rt:lt ca nn !l<a~e rr t ent rrtcoacs, ond tl:ot incrcuoe 

1• tuch r tltos ,,Uld be un111so c.nd unm:rr unto4. Tho vcl\1'10 "r orlatill8 1dlo tunda 
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18 80 larc• that some of the htg!tor bond and 80rtgoge retno mny go lower oven 

though ~here ie no turther oxpe.naion o! existing fllnde. 

I tlCi concerned wi th interest retes not e.a an oneS tn th.u.selves, but 

•• e 8 ..,.u1 to the end or stAbil ity in tho P1"06l"e•o or our ocoliOQ)' . Excessively 

lc. r• toa do not ccntrib~te to stability nny more t~ do uxceasively high 

r~tco . lfelther i s t>ir to londor o.nd to borrower. It ia ono thing to bnve 

\n\oro• t rutoe low as tho rooult of tho prcssuro of oovings or invostmont funds 

0 , ·~o Ll:lrkot . It i s n quito dirtoront thing to doprooe the intor ost rate 

s . .":'\H.:•ur-o abnon:.rUly thl'Ough oxco3o r osorvus Cl"&btod by co.ueoa extreneoua to our 

I b~vo cl1<<.ya COiltondod, and I rcitcrste now, toot tho:o ebnomnl 

p-:4:esurae should bo removed, o.nd tboy must be ra""...ovod 01 nn .:saontinl element 

defending t~c ceono~ ~inbt poss ible in!lotionery ovor-oxpencion later on. 

As llll additional moos\U'G I ravor exemptine depos ita held v.-ith theRe­

oervo Sanks anu vault cash hol~ oy banks from hSoesomente for Fode~al deposit 

!n,ur.c.nce . W"nile I ~av" neve:- boon o.e:ainst interbank deposito, I do not favor 

ov~r·concentra~tou ot tunda that oerYe no uso!Ul purpoao at seney aarke~ banks, 

t·a ten~ to ~oprus short. -~orm rotca to such low levels t!>at the •ary banks which 

CJneo:otrc:o th~ir !'undo in th~ fl'!)ncy coutnz.s rtnd t homaelT<.e in uD adverse 

oo:npotlt I vo po• ltion. llor 16 1t to tho intorost or t ho money mnrl:ct bunks to 

eecu::aul.1to oxcosa1vc corrotcpondont bo.nk balances on which tha:y can earn nothing, 

but on ttt:.ich thty pQY the aet:ous:aont. Furthermore, St u bcu1k'a tunds crt~ loek:od 

~P by tho out hcritics to sorvG o J roscrv~c. It Is no~ to1r to t ho bnak to r oqu lro 

I: to~ auoc•~~onts on t he lookod up ~s ~hot corn no~hins tor tho bank. 

tor c;o:cospting Neorvoe is that thoro 1B no rial< Involved in do­

funds ~ith Rus,rvo Bonks and thus no juotiticntion tor oseeaains 
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0 prcmum to tnsuro thOII . 

$ome ot the lars• city banks hnYe boen much Interes ted in getting legla­

tbot .,ul oxompt them from paying utipoal t ln•uruno& c•sesmnent s on tho 

lnterbonk dcr-o•lto they hold . It seams to mo thnt s ince they pay no Interest 

tho Jcpoaltlng banks on these funds, thnt tho ~4ro ~qultoble cmonrutent would 

bo to 0x,.pt tho orlgiMtlns bonk trom poyino tho oeeosBIIont It these l"Unds <.re 

• d,pesltocl with Roaorvc lic.nks . In other 'II'Orda, i t ony b&nk 1• to be bencrltto<! 

by cxcnptlon tl"OIII the osscsSIIOnt , 1t should bo tho orlglnc tlng bcnk lrhich deposita 

o roaorvo In tbe ResorYe System, and not the bonk tbot gets tbc uso 

or tho tunda 1<1t!lout poylog nn~·tblng tor the11. It I s not In the interest or tbe 

city bol~ to bAVO lntcrbnnk deposits In nbnormol nmounts because tboy ccnnot be 

profl tnbly usod b1 rooson of tbei:r vola tile na ture . Tho city bunks should be 

btcrosLod In hevlng only aucb corrospoudont bonl< b:.l<lnccs cs reflect the bus!-

by tho rorrospon<lont bonks and the sorviccn r onclor&d for them. 

I bcvo d~el t ot some le~b on tbe gonorol subject. r.ith eome or Its 

r-....tficatlona, !!ltb rcgnrd to controlling DOnetory lntlntion by controlling ex-

cccstve ban&: reaenoa. ':'his subject, tO""e•er, c:.umot be consid ered sepe.rP.tely 

ot nonP.y-cre~tlon, that ia, GoYornment deflcit- finLncing 

tbrou,;h the bonks , nnd gold nud silver policy . As <..n Integral ;>ert ot tbe 

general policy that io necessary tor tho porlod ~c aro entering , ~• must dia­

cournso tho purchnso of Government securities by bnnl<o. For thnt creates nol'l 

dopestL• . l"lltb tho vollL'lle ot bllllk depoelts and cu..-roncy grontl:; In o"cess of 

the highest lftvolo we hove over hnd, it bococoa important that we do not continuo 

add to thla total, particularly nt a tlao wbon ceo effect or tho dot• nso prograa 

Lo ncth c t o tho eXisting vol=o or dopoaltc oe tboy nrc drawn upon by bw:i.noea 
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o.:>d put to 100re actin use . Inst<>"d , GoYornaent aocurltlos should be sold to 

P"lvlto Md lnctltutlonr.l investors . This hila tho effect of using existing !undo 

r~tbor tluul croo tlllg additional deposits . Whon tho Government borrows existing 

rundo It doos not r oduco the supply becnuso oa s oon as these funds ere expended 

bY tho Covornmont, they go right back Into the money eystom cgoln, chiefly as 

b·;r.): d•podts. Another popular mis take Is to s uppose tbot Government doflclt­

rto~nclng croutoa excess reserves . Instend, tboy originate from gold, silver, 

or othor eurroncy cc~ul slt lons. When tho Govornmcnt :~ells Its sccurltios to the 

~nk~, tnateod ot eroc..ting vxcess re&e.rvos , tbia cbsorba tbm:t boe4uso tbc ntm 

b:lnl< dopes! to thoro by c:-ootod bovo to bo boaod upon or cb:lrgod cgoinst the book 

rr:s;.r\'oa . 

~ long as bents hove an oversupply or oxceao rosorves, t hey have every 

ill•lue e:<;ont to Invest In Government securltleo. Tbo t induce,.ent co.n oo.ly be re-

duccd or rerno-;cd by roducing or removius tbe oxoooo rooervcs which, as I bavo 

uought to lndlcnte , should be adjusted to tho nol'IMl t'oqulrOlllcnts of business. 

lt' tbls 13 4ono tho rate on Co"cr=ont bills o.nJ abort-tom notes " ould bo likely 

~o lne~c&sc uutt1 c 1ently to ettrnct tbo largo amounts ot idl e corporate bolancos, 

repreaonUna roacrv_,s or various ki_nda, tho.t bovo ocC\11\ll.otod . For the most port, 

t~oso f'wlda ore o.ow deposit ad in books and ecrn notbl na t or t ho corporcte owner a. 

7bc; would bo Inclined to I nvest them In abort-torm CoYernmonts It the yield were 

rolso4 tree the prevc lllng crtlflolnlly low lovola . At the to.me t1mu, lonaer­

~cn. lsb~os should bo adopt ed to tho ro~ulromcnts or Ins urance compo.nlos, savings 

teo~:• • on~ ln41 vl<lucl or lnstl tutlonnl i nvoatoru , Thuo th~ non-bo.oklng mo.rket tor 

Covorncont socur t tioa uoul.ti bo brondonod out to aboorb l':ho.tever Government t1-

~cnc lnc IIO.y bo nocoas'\J'y <iu:-ing tho p<>riod In which wo er e ou:Jclna l o.rgc defense 

"'utlc.ys . 
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&Jt dopo3lts es wel l os reserves ere elso tncrooced as gold and silver 

too:tlr.ua to flOI• Into our money s;tstem. Even If wo bed nutborlty to offset tho 

n·" ' of tho j\Old Md silver occtulsltlone on execs• roservoo , those ocquislt1ona 

1.,ul t s till continuo to add to deposits , unless wo ore prepared to deal with 

foe tor• ot their •ource . 1 hove publicly stntod QY oppos ition to the 

p:..·•~•· 1 of foreign silver us un justifiud from e monetury s t andpoi nt . If, for 

t~lH:: TL.'P~.f.ona . 4 t tbla ttzc i t i s conatdared dcatrabla to t..sstst silver- producing 

! bt.t coul.t bo dono by tllli<lng loMs •oeurLod by ~llvor or other asaots . 

Conc;roac al",.ould rc!)CC.l tbe Pl'O.!'Scnt l t..;1clatton, nnd :1t t!!~ CMO time 

e ... nc .. l out tbo bl t l1oo !!nd a ~:!" of eoignioroso whJcb could be used ror is:lucnce 

or ndditicnal ~llvor ccrtttlco.tco. Li lcctll ve , 1 favor co.nceling th.l cuthority 

ur <ier tho •o-cnllod 'l'homco cmondmcnt to Issue t.J bllllonn of sruenbeeks . Both of 

thcao tiOurontJ o!' funds , i f rosortnd to , would and t~:tC6os roscrv;; and to do-

end would. gruc.tly acevz~tucte tho vrot>lw ol' thfl 100not L.ry author ! tics . 

r:hilo tho uxpond! ture of the sold =tnb1liz:.tion fund \"i'Ould beN the 

Sato offoct, tho problem ot gold prvscnt o c portlcul~ly difficult question. I 

1-t.:l!ev~ thr.t Cor.gro::!a . 1n con~i~ert..ng &11 tho lntOM"cJlt:tc.d ole:lonts of tho 

rn.:•:.ry pt ct.UJ'I!, shou14 constdar 'r'.be tbt:r or no~ l t ''ould be ~1.sc to .cc.kc crclttc 

-:.r-Unbl c c.t l '.l"f J";ltc:i, o3 r:. r.~ns c t aJ.llr.g tho Orlttsh, t uk.1;'18 as collr-tor!ll 

:holr r:.-ol~ , n• 11011 a.; their security hol<.ll:lgu hero , in Cenado. or elscwl:ero, 

to oontinuo to eccunulo.te more und mor e ot tho v10rld • s gol d su~ply 

at tho coM or lntlnt Ins our bunlci ng and crodi t Jtruoluro . 

T hove como laot to the problem of tho budBet but not becAuse i t Is 

lmportencc. J..s long a~ '~e cont inue ~o oporuto on a deficit basis, it 

ll be ntcct 33ry for the Government to go to tbv &arkot for tbo funds to cake 
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the 
41

rrorenco betneen tu collacuons end el(llonditures. 1 believe tbet "'" 

at t biB t1mo tole~ turtbOr stops to closo tbe gap betoecn lncOIIl! end Ollti!O 

tar as can bo dono without olther conrlacotory taxation or tho rote.rdin& or 

enurprU•· So long as tho Gonrcoent is rophUy 1ncrcae1ng I to total 

1 01000

r.o
11

cw·o• , 1 do not soo how thoao outleyl Cllll be covered on e pa;r-es-you-go 

bcCSUSO the lnoroasod national 1nccno and the te.x rovonueo rosulting thnro­

frOOl cannot ba reo.li~od until acmo t1J&O 11ttcr tto G\11118 arc opc::t. Ic o~e!' 110rdG, 

,bore lc o lOll bctw••n the timo when tho Government boa to r eiao the monoy e.nd 

the tiftO when It tokoe otroet as tnccoc 6110n& tho pooplo who ultimately rocoiva 

H In peyr.~Cnt ror goode end eorYlcos. Tllxoa on 19'0 lnca:os oro paid ln the 

nscol yoors 1941 und 1942. Thoro mAY bu 11 lll& of 11 yoor or o yoo.r end o hnlt 

beCoN conw bO~od ror dofenae, tn ettcct., sho"tts up 1n oxpcnd1tures, then in 

l.ighcr notional incoml' , and finally in incrccsed t o:x roeclpta. 

It "ould not bO wise to trJ to put sufficiently high rates Into effect 

to close tbe gap cntirel.v until "" ha•c reached n condition or tull pro•luc~\on 

and esploymont. But ut that time, tho tax syatom In orrect should bu odquotc to 

bring ebout tb• bGlonolng or tho federal bull gat. 

Re•t•lon or tho tax etructuro ah<luld not be daleycd un•1l a tull-oaploy· 

ltCCIIC Is reach<><! . l'fo ehoul1 bogln to ro-doslgn tho tox aystl)!:l tn tho noar 

!'Uturo. t'trst en.i tor..,st, w• should rortao our corporate, indirtdunl and in­

horltuneo tnx otructuro •o t.& to eloo• very impertnnt existing loophole& ttnt 

Eke te.x rctes much less ertocti'fu than tboy ahoul4 be . For inatancu, thot"o i s 

not "ucb u.so ln r:>iotng i!ldlrtdunl surtru: rates 1t corporo~lone uro pe.nolttod to 

hold book o:orninga in tho torm or !dl<> tund• lnatood cr peylne: them out as dlrtdendl 

to atoekboldora . It tho csteto cu.d tbe inCll•ldual aurtnxos cro to bo ""do c.a pt'O-
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ductlve 08 they should be, then the g!It to.x IIU3t oleo be rovtaed . The excess 

profits t:ll<, which i s clenrly Inadequate, should be revised to cpply to nll enrn­

lngo obOvo n certoln ceiling, say, or 10 por cent of invested capital, with euoh 

exceptions os mny bo necesscry as a matter or oqul ty or to s timulate new busiuo ... 

Toe preoont l ew allows an option under whi ch corporations are abl e to mol<e ab­

norlllll oarr.ings cttcr nll taxes, including tho oxceos protite tcx, er e peid -­

O"..rDI ngs to sono cases l:lrger tbml they hllvo ovor bocn before . I run heartily 

In ~ccord vltb the proposals of tho TrMS\11'""/ w1 th r otoronco to the excess profl ta 

to nlllllnato tcx tree socurltles. 

~c present t~x structure, strongthonod In tho "oys I hcvo indicated, 

bring ln onomous rovonues once tho notional i ncome bns riSen to $90-100 

billions . As nnttenal i ncome approaches tbooo l ovola, rntcs should bo r~iecd 

still more If nocoasnry to balance tho bu~sot. 

In addit ion to our own lc~ge dotonao expenditur oo , tho OBOunt or whlch 

r.e cannot toroeee ot this tlmo, there 1a tbo iocreaD1ng nmount of help to Croc.t 

lrlt~ln -:hlcb aust nlso bo t!!ltca Into !lccount. It t ho t')t ol ot those r enehee a 

1uch lcrgcr tlsure than Is n.a11 "P~ont, 1 t r:J11:1 bo necosanry to lQposc seloc~l"to 

"N:.su::pUon t a.xea on tbose tbings ~hilt ore 11101t oeeontlol to defense e nd tho 

coot oaucntlol to olvll1nn consumpt i on, ln ordor t o 41vort production ~d 1neaoo 

o dot•nso purpooes . This mny become necessary e o o moosuro ogninst a gcnor al 

.'rloo lutlr.tl~n . But su~h t axes 5hould Mt b~ lmposod until wo hc..,o first plnccd 

•n tho Dt lltUto books o t ox structure sutt!o1untly progr oa•lvu t Q insur e tbnt the 

program ~Ill not incronac tho current 1ncqucllty or wo~lth end lnc~o . 

tox P?llcy ol:ould bo dasignod t " o:.!nlmUe thlo loOCIIIWi ty, br1 nglng cbrlut 
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• "!dtr dl•~rlbu~lon or tile benefit• os wall os tbo bur<lona. llhen full eo:ploy­

M.._nt. ond proJuotion ltovo been reo.ehed. increaeod cone,wnption tnxes are the 1110st 

t•:'rcc:t! , II m.t'nno or prave.nting n general prico 1ntlation, but thoy presuppose the 

pz·Jor e1.:..c:t.nont or atooply progrc:as1vo inc()m~ und ootato t oxoa. 

Ct r..,ct r u9ptlns1b1l1'ty for tr..xnt.ion 1s. or coureo, outoid.o the r coJ.m of 

policy , but tho subject or ta~tlon car~ot bo onpo~ntod fr~ the prirnnr:r 

.·cc ·, ~n or tl:o:~ ebCU"aod 111 tb :ooc.ot"ry po>.cr~ nn~ roeponslblll ties . It Is not , 
tn rvr<~ieo aonctary pcli:y ~ec.l!stlcelly 1':1 thout tck!ng &ccount of the 

79 

ctt"ct. or t.nt.Uc:t r.nd of ~ove.:'!tG1e:::.t f1nt:.nc1ng OD tho ba.nklng &n<l crodi t structure. 

rtn•.ccl ll(l oboulu be dl•eontlnuoO., thcrcb:r brlll811lb tbo budget Into bolar.ce. Tbo 

:!"" rnr auch ac tion will nrrl vu when tho economy h•s roacb~d full prodi!Ctlon , 

In , Huo• tuutlolly t'ull employment , n.nd b~tb monctllry and ftscnl policy mcy 

t • bu lnv~kad t o rn•:lnt'.th " ,>ropar Nlc tlonohlp bott10(•D pnduction cf goods 

'lnt! C:'llCU~u 0:10 U.OO o f m.··mcy . 

f>lnco It >:oul<l be prr.etieolly tmposclble t o be>l:>nee the b\1dget wt.ile 

exFer.ditUrft3 ore replily tnerensleg end ~etor~ o aucb lo~ger netlonnl incomo 

.. :.::: br'n cct.tovftd, we t=1£h-t consider v1C" .. 1ng ccrt.::ln ex(.londlturos :or defense os '1 

..: ~ .. r:l· .1 1r.'7oOtt:t<'n'~ · In etfcct, 1 t O£.Y be coru:idorod o nocea~J subcti tutc fer en 

··u·l 1\o":.oun~ or oapltW. .. xpond1ture by prlvc.tc lndus tr:r ubicb in borro>-1118 ror 

<c~H~l ou,l-\y ITOuld nn:ortlzo the debt OV~1' t ho llfn Of tho inves tment . If we 

•crt: to trct t tht; tnvostmont in sbipfl, hnscs , orsunc.le, .t'nctorios, pOwder pl cn·ts 

.r.d the otbnr ctl,>lt 1l lnvostmnts paid f<>r by t ho Covorntnvnt ~a pri vote buslnosa 

:oulu trco1. t 1mtlc.r C:lpitul investment, wc.t m1p)1t t!l..:.o conoldor covtiring onl,y the 

~orttzr.t t~n. op~rnttns and cnintcnunce coste out nt current rocctpts. 
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t:o Mtter h0\1 these outlays DillY be resardo<l fOr bookkeeping purposes, 

t~e dotcr.ac progrnm Is demonstrating betoro our vary oyoa tho reocibility or 

ro!BII\8 the notional income tbro\l&h gover!U'\ontal oxpondituroa . !lor can there 

that onco o full income i o oohtovod we can , out of a full income , 

enough t&xoo to covel' expenditures. 'tlo eon tbon bavo a balanced budgu! . 

A full dofnnae effort will bring very largo profits. Profits or 

t:all\I!Octurl ng and or trodc wore o.lready very favorable 1 n tbo f1 vc-yenr overage 

!9~£>-1940. lndoo<l, for o great !IIWlY COOiipclllioa tbey worn lcrgor thnn in o.ny 

provtous five-year ported in tl!oir history . Ma.ny ot our industries hove leorno<l 

t.o-< to l1vo vory "ell oven under qunci - doprosaod conditione . At o nntionol In­

of rrom f90 to tlOO billions, profits co n bo uxpoctod to rise to un­

or<>co:ac:ntc>o lovola . lfi tbout o steeply proercsulv~ tox structure those profits 

VloulJ bring lncroooocl coucontrction or wooltb. Busintas loodor ship cc.nnot arrord 

to lot tho dofoneo program yial d this result. Yl~ ehnll do ,;all, ther efor e, 

orte~ tho t~x collection lug ot thu ~ irst 100ra or dcfonae orponD1on i s ovc~c~o . 

tha ~bolo or tho budg6t through t~xoo. 

80 

Thoro 13 one core suggostion In thlc field . acme conoldereble ~rrowing, 

lieu or taxes, tram tbe mass of tho populotion, in ~be form or a ~oJ1f1ed 

bond, would be highly desirable , especially o!tor o full eaployment income 

Ir aovinga bonds are held widely t brough the country, by the 

population , n doeree or security 10 ecbiovod cseinat unroreoeen ccntingoncieu . 

ror oa auch bonds ma,y , a1'tor tha defonao orrort i tt ovor, be converted into 

and tho proccode apont, bUDinoss activity would tbor oby be a t1mulat ed j ust o t 

aust~>1 nod . Suob o progrMt would provide in soma 

• poet-dofonoe cushion against dopr cs>lon . It tbar erore woul d oe~ to me 
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wise, 88 eaployaont increases and the Income or the aosa or the population ri ses, 

to Intensity tbe natlonnl ciUllpaign to sell a s many savings bonds as possible , 

e•peclolly to tho mlddlo lnc0111e classes . Sucb borrowing would not precl ude us 

rrvm balancing t~o budget because we could use tho proceode from t .hc saJ.c of 

snvlnga bonds to ret iro a port or the Federal dobt now outstanding in tho bnnds 

or benlco ond corpoMtions . 

0\lr pro<luctlvo oop.>clty is groater todll)' tbo.n over befor e. It exceeds 

!>y tor th• pcclc ro~cbcd in tho boOIO or tho '1'!1ontioo. If "" b<.vo the >rill to do 

1· , ~o taY~ tho orannlzutton , man pow~r. nnd ro=oureoa to provtdo ~th adequntc 

dof<nso c.nd o higher et3ndnrd or li vtng th&n r:.ny hi tho1•to roc.cb.ad In our history. 

We are witnouaing In tho defense program what oan be achl eved in national 

proeperlty, lncomo nnd employment through adequate governmental expenditures . It 

t• ey hopo thot the country wUl never forget tbl a leooon; tbot we shell hence­

forth u•o foorloaely tho resources of the atote to help maintoln omployccnt and 

~slness activity ot u full income level. Once aucb & progroa Ia boldly adopted 

•· a penu.noot policy, businessmen can plllll tbolr oporotiona on tbo expectation 

of • graduo.lly rieing oetlonal Income. This tboy b.Gvo oonr been able to do in 

the past. Such a policy, boldly conceived and porslat<~ntly cnrrlad out, wo~d 

r"•ltellzo prlvato ontorprlao . There ls nothing In this program tbnt calls for 

;ovornmont opcrntioo or productive proc:eSS\18 · All production, even on Government 

projocts , con ono s hould bo cnrr1ed out un:lor privoto contract . Private buslnoso 

bo ••a11rod o f ull 1111.\J"kot. The nocoooary tox bill would bo o. m all prloo to 

tor on oo•urod mcrkct cdoqunto to nbsorb ell tbu productlvo copnc1ty or 

Industry . Think wbnt such n mnrlc~t •.auld 11000 to buo1noas1 
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1~;cr tbe capital invcstcont in deronoo i ~ .. ao, we w!ll still beve 

tbo heavy co3t or 118intaining our armod rorcoa, Yrb!ch s!lou.ld bo mot out or currant 

r.cclptc. In addition , it is reasonable to OJQ)OCt ot tbnt t!JQO there wUl bo 

lorgt oooumulotua dotlcinncics in privato oonstruotton ot all kinds and otbcr 

ecpl tal roquircmonta . But i t is unlikely thnt tho volumo or pri"l&te aot1?1ty 

>ould be onoueh to mnko up tor tbe dotiolunoy in prouuct1on nnd en;ployment once 

toe hocvy doronao ou~lays, Including tht lo.rsu ex-porta or mill t~ry wpplios to 

:;r.aat Srtuic, rro ovor . At th&t tiJGc, it 1:. or cructnl importance tbct ~,c be 

,r<porGJ to llllko tbo tn:nsition to '" pooce-tl,.o bnslo without precioit:>tlng c 

>or!od or tdlo liOn, idle factories, dt-cllclns noUonnl !nooso and incrcceed 

'cdon-.1 doric! te. 

I~ wou.ld bo trosicnlly ironic it wo , ce o notion, oolvod the problem or 

lDCillplOYJIOht by me)cing i nstruments Of doStruct10h
1 

bUt \'101'0 W1Uble to !Dnintc.ln 

<r.>ploYl'lont by lllllk!na the things or peace. It ! o not ror tho pw:-povo or r eturning 

ltin to tho brcaeltnoa that wo ere Jr.aklng tbi~ vast dotonnu etfort t·o prc~~ .... -:e our 

olttlcel nnd (:COr.ONlic ;zystar:. Tbc t rnnG1t.1on w·tll oo ott"uctod more rt..."'.dlly 

t c.t tMt po!nt tte budget is in bttloneo . On tho o:.zu prtne1plo t~t I !~toted 

• the outset. "• ehou.ld then be preporcd •o hno Covort'.acut take up tb~ sleek or 

•ployaeat, U..ploylng surplus l<.'>or, l!eyor.d ~<hu~ prlmtc 11Ctl7Hy absorb~. In 

"•M •rnya . Tbe~e are JIIJUlY with >1bi cb you oro tamHlar, n~ch as publtc health 

~ hospt tallzntlon, and partlculerly tho ursent no&e torR vust roconstructlon 

1d lmprovCll!lont or our cnth·e higbvtey synteoo to koop p~.~oe with automotive prosr•••· 

'rhartJ is no ex-cuse tor dcJ"eatil.ll!t1 for havtns a utotle oconorn,v trozen 

• level or undor-,..ployment. We are 110v1ns talllrdO rola\lvoly tull utili:r.ot!on 
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of our .,.0 nnd our lll!lchlnos bocauao of defonso oooda. \Then POll Co 1s reatorod to 

tbl• wo"ld , wo eon, It wo have the will aJl4 tho 'f!!OdOII, dlvort ouch or our pro­

ductl vo rocllltloo os oro oo·.1 OJIIPloyod In tho dootruetlve ...,rk or \Tar Into con­

otructlvo work or peoco. Thereby IVO con lny tho toWida tiona tor a n"" nod better 

,orld -- • world In which den:ocrntic 1nst1tut1ono eon survive. 
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( COII7 l llilll' W.) 

P .t. R .t.PIIR.t. SII 

.t. conficlenUal hloerea (no. 1217) of lloTt•ber Z7, 1940, fro. 

tho AJoorio&D J.baaq at Toqo rea4a oubatanti&l}T u tollooru 

'lht .t..oritaD Conaul at De.iroa otatu la .. uapatoh of .OTftber 2:2 

that, acoordiDg to intoruUon roco1Tt4 cont14ntlelJ.T t ree the 

rtpr .. ontatiTt at Dalroa of .., laportant heach t1ra , atteapta to 

negotiate barter ............ llta tor the exchange of aoou between 

Fronctl ln4ochina an4 II&IIChuria han been enttro}T unauocuotul. 

Accor41ag to thio ropraaantati Tt, who acto4 on bohalf of lncal 

roproaontatiTOa ln Manchuria in conneetton with thia .. ttor, a fira 

rotllaal wao ...U in roapooot to an offer t o exchange J..,_ .. ttnna4 

goo4a at preaent in ator..- tor rico which the llr&DStun« .I.J"'If 4eairot 

ao a rootrTI in tho tTtDt of war. 'rhia retuaal waa acc011p8Ait 4 'QF 

" at&t a ... nt that Jronch In4ooh1na oannot afford to han UDDtctotarT 

Jap&J>tao goo4a 4ullpt4 upon it. In roaponat t o further 1nquirioa, 

i t wao loarne4 that Jronch In4ochina t a not 1ntoroata4 in obtainina 

tzf1 of the exportable procbacta of llanchuria. !'he concluaion wu ... 
0 

roacho4 IV' tho abo.,._•onttond tnto,_,t that tnaolla& ao lli!. 

o.uttloritiea in Dairon are not able to au:pp}T foroip exehaJid. tho • ~ 
• 

uao of forcible aeaourea 1a tho on}T aeana offortnc azq proo,.ct ot 
1 .. 

dATtlOpina t..,.u betwaon heiiCh 

COPJ 
iB 

!. 

"' 

. ',. 

84 
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( COJI1I ll!lliT W.) 

PJ.J.J.PBilJ.S~ 

.l tolograa (ao. 489) of Jona'ber 27, 19llo, troa tu .l»r1o"" 

l!abato7 a~ Pdpiag ...-4a aubat&llUall7 aa follovo1 

It ia boli1Y04 that the oal7 pa.blicU7 pna ao far la Polpl&c 

to the 1'1,.. Jl&r pl"" tor aorth Chlaa ia tho arUclo la the Sept~a'ber 20 

1uut of the Ch1 enpao (ooo tolograa ao. 486, loTtabor 26, 19llo, troa 

Ro1p1ag) aDd a ola1lar artlclo vhlch vat publ1abad la .Tul7 19llo. 

In neither ot thooo arUcloo bao tho :l:abaoo7 toUDd &ll7 orldoaco oa 

tho part of tho .TepauM of a realisation t hat proYlouo plano voro 

too optlalotlc or &ll7 OU&COOtlon ot a pooolblo cbaacl 1a ocoaoalc 

pol1CJ. .Tepaneoo opolouaoa ban a4altto4 troa tlao to tlao that 

t holr experlaoatal procooo hat aot vorkod out oaUatactorilJ in ooao 

reopoch and ohoulcl bo al ~trod, and it ia clear that lll&ll7 of tho 

oarUer plano ban not btiJl auccooatul ba eppl1cat1Gn. BoVOTor , 

t ho fact reaalao that at loaot for tho put two aad oao halt Jl&rO 

thoro bao tokea pl- ao aotlcoablo abaa4o-at of baoic .J"l)A»oo 

pollq vlth roc-rd. to thoecoaoaio oxploltatlon of Chlaa, eopoc1&117 

north Chlaa aacl 1 Moachnno• , J.Uhoag:h thoro art froa Uao to ~lao 

holahd coooo of ieproTod troauoat proaiood or p na Chlneoo aad 

co ... rclal la~orooto -..4 uaiapor~aat chaacl• la local rocul&tloao , 

t bo •'bao17 ia aot .., ... that tba burdoa lapOMd b7 tho chief 

rootrlctloao oa alaoet all forao of aoraal "oaoalc U...loplllll\ la 

tho .Jepaaeo .. ocC11pl04 arou bae - p .. rall7 11pto .. tl or 

poraaaoatlJ roaontl. Iaotaatl tho tread 1a p .. ral otlU h la the 
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.ur ... uoa of ouplo\o ooavol \7 \M o\a\o wl\11 Jopea oo \M pr1aoipo1 

hooo!lol0l'7, 1t llO\ \M olll7 OM. !!Mretore, U 1o \be opWoa ot \lao 

Eoaban:r ill Polplllc that ill \lw a\onoo ot tlnolopMato \o \lao ooa\rU7 

tho OllllOilDCiatllt ill PoipiJIC ot a tin 71ar plu tor llortlL CIUu &4 

tho OllllO'WlO-Il\ ill !'olr:To ot a ''" 71ar proll'• tor \lw 7ft \loo 

oholll4 bl ooll0141ro4 llO\ oo aolL u 11loreao1ac ooaoo of raal1a ill 

conntctl on wl\h CIUu'o ocoaoaic potont1alit7 01 \lao oxproooioa ot aa 

lahation to otriJIC\Iac poUOT a ow ox1ot1JIC. 

a 
• • 

cu• ... 
Cepfto\ .;r I 

I ! 
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Secretary of State, 

Washington. 

3S59, llov.mbEr 37, 

FOR '\'RE!.; JRY , 

PLAI!f 

Lon:~on 

' 

87 

Dated NovEmb•~ 37, 1940 

Rco 1d 10:44 a. m. 

1. AakE~ in Ferliamcnt whether recent diecuesione 

between ar. Yo~gcnthau and a Bri tish TrEasury official 

included a proposal for Britain to return to thE gold 

standard, the Ohanocllor of the £xo;l£QUEr uplio:d in the 

negativE, Asked i f he would assure thE HousE that no 

fund&cental change would be made in the British finan­

cial eyete1:1 until Pe.rliamcnt ie given an opportunity to 

express i t a views, Sir Kingelcy Wood said: 1 Stibjc~t to 

t he exigenciEs of the we.r, our monetary policy rcmaine 

ae act out in the second paragraph of the monetary 

agreement of 25th September, 1936, and i e aimed at the 

greatest poeeiblc equil ibrium in the eyatcm of inter­

nati onal cxohangce. • 

JOHB80H 

OSB 
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TREASURY DEPARTMENT 

INTER Ol'f'ICI: COMMUNICATION 

Socrotar.r Morconthau 

Kr. Cochran 

' 

88 

Kr. Rueh Olwolnc telephoned me fro.. t ho Dep...-tmont of State thh morninc. He 

add thllt tho llorwtgl&llo had aaked the intenontloD of tho State Dep&rtaont for tho 

pwrpoao of obtolninc a roaorTatlon on a Pa.n .1.8orloan Cll:w-r fr011 Lhbon to traneport 

to thia count17 tho llorvecian lll.nhtor of :riliWtct, a anbor of tho retU«eo l'oi'Woclan 

1o London. Cu:=inc atatod that tha Dopa.rtaont of State hoaita tod to 1ntu­

•••• in tuch CAata unltaa there 1o ooao real 1ntorut of thh Clo'rornaont concerned. 

a al<od, t boretoro, whether tho Trea01.117 Dep&rtaont had ailJ' part icular 4oo1re that 

be l!orwoglan Mlnhtor of J'inanco &rrho in tbh countey at an early date. I told 

Kr. Cllm.m1DC that we had no nogotlatiou up with tbo llorwoglano which require tho 

oonco of tbo l·linhter of J'liiD.IlCo hero, and t hat tbo Trea01.117 wao not tTtn aware 

or hh cont-.platod Tlait to thh countey. 
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I TREASURY DEPARTMENT 
INTER OI"1'1Ca COMMUNICATION 

~I 
Soorotarr Mor~nt~ 

M.r. Oocbron 

Pred~nt o.orS} !l!i~or ~ ~ho ~~~~J JoP.~oNJ.J ~r~•v Tort called 
.. at nooo to4q. Be otatod that the Jational OUr had todq roceiwcl fro• the 
Rtlchabant a cabltUUI cloo111C out tho Roichob&k aeecunt with tha Jatioaal Ci tr allcl 
IDitt'UCU"' tM latter to tr&Zia!tr thoir bal&ZICII to tbe llwiu Banki!IC Corporation, 
Zurich. l'urthor.ore, tho lational City vao not to accept •r ~h on bohtU or 
thl l!.llehlbaot bolt to haTo \bell placed lU:rrlet 1A .,. aecount o( the Sviu Bank 
CorporaUoo, Zurich. It 11 Mr. Barrieon' o un~rotand.iiiC that tbe latlonal OUr 11 
thl prbclpal depodtarr ill lev York !or l.eicbobank ru~. 

Xr. llarrhon alto lot - li:llov that tho Jaticnal our hacl reported that the 
Jap.,.uo voro Ttrr nonouo in regard to their tun~ on thio aarloot. 
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Secl'Otary of State, 

'laahia&ton. 

1627, lfo"Naber Zl . 5 P••· 

GillY 

IIOICOIJ 

Dt.tod No .. mber 27, 1940 

Roo'd 7:08 p. m. 

J.ccord!Jlg to "" &nnouncolllnt polblhhe4 111 the Rt&a 

'01"111 on No ... e:nbe r 25 the So•l•t ntble W&l aa of llonmber 

24th declared legal tendor in LatYia, Lithuania Olld 

Jotonia. The local curroncieo will cont inua tempo~rilr 

to circulate ae legal tender t ogether with the ruble. 

Accordi.ng to thh announcelllnt the rato of exchange 1e one 

Nblo for one lat, lit and crown rupoet1nl7. 

90 
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c) TREASURY DEPARTMENT 

INTER 01'1'1Ca COMMUNICATION 

!lr. Ooohru CO·NFIDENTIAL 

Roc1otore4 otor11nc tr&Daactioao of tho reportiac ~ were ao fo11owoa 

lolA to ~-eroial ooaoeru 1:71.000 
Puchaoe4 troa ~-roial oonoorao ll2.000 

!be fe4orol Ro11rn llak of ll'ev York pnrohaoe4 £JS,!OO 1o rociot ..... t\er11ac 
tho rr ... oll .t.MrlO&A 'BI"HDC CorporaUoa, • .., York. 

Open aartot ohrliac r•o1ne4 at 11.0)-}/11. fraa-Uoao ot tho repontac 'ball:o 
&I follOVI I 

loU. to oo-oro1al coacorao £46 ,000 
Puollaoe4 froa c .... orcial oonoorao £ 5 .000 

fbo &wh o trono .. Te4 ott o11cJ>U:r to clooo at . 2}20-1/2. ao ~ot :rootol'­
'• finAl ~uotaUoa of . 2}21-1/2. 

!bo other ourroacloo clooe4 ao fol1ovoa 

Caaa4la dollar 
Sve41 ah kroaa 
Rololl...-1< 
Lira 
.Lrsaatioo pooo ( troo) 
lraollioa .tlroio ( froo) 
llaicaa pooo 
Cn'baa po .. 

Vo t old t502.000 1a sold to tho C•tral llak of v........,.. RopQI>llo, to 'bo 
t o ito -a .. aocoat. 

fbo fo4eral Ro11"o JGit of • .., York r_,ori .. that tha C•tral JGit of Gllilo 
==:.•572.000 la colt ·traoo Chilo to \llo JHor&l for lh ova aoonat, 4l.,ooUloa 
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!be SlaU Departuat forwarded c&blu to ua otattnc that tho tolloviac col4 
tblpaeoto v1re cono1S"•4 to s.., :rr .... ohco, tor oolo to tho 0, 8. l!iat thoro: 

$! 5,194,000 troa Auotralia, ohippo4 b7 tho Coaaoov~alth llaDlr:: of Auotralia, 8tci.JI•7 • 
to the Jo4oral Rooern lllll1k of San l rllloloco. 

92 

1,147 .000 troa Japan. ohippo4 b7 tho Tokoh.-. Specie DG11k, Ooalca, to tho Yokch .... 
Spooio !ani<, Son rrencieco. 

135,000 frol4 Auotr&Ua, ohippo4 b7 the !&nil: of Nov South Valeo, 57dl117• to tho 
Amerlc$11 Tru1t Co • • Son l'rlllchco. 

-$1""6""',h-,76'.-:-.ooo::: Total 

'!'hi roport ct llo•OJibOr 20 recoi•od from t he lo4oral Reoorn llaDk of !lev York, 
ei• ill& torelp oxc~o pooitiou ot b&nko and 'blllkoro ill ito llhtrict, r..,oololl 
that U>1 total pooltloa of all countrioo VII ohort t ho l 'lni•alont of $10,2)jo,ooo, 
• docrt &ll of $847,000 in t ho ohort poai tioa, llot chaJI&u voro •• follov11 

Short Po ol Uon Short Pool tioo Deoreaae 1D 
llo••ber ll ll..,•ber 20 Sh~rt Pool tioD 

Zll&l&n4• $ 89~.000 • 370,000 $52&,000 
!u090 3·91!).000 3· 7116.000 169.000 
CuiW!a ~·000 

116 ,000 152.000 
Lllt!o .Utrloa .ooo 293 ·000 53·000 

4 , 72.000 4.427 . 000 45.000 
1,274,000 1 . 341 ,000 67.000 (lncroaoo) 

16 ,ooo (Long) 17 .000 22·000 (Incretlot) 

Total $11 .087 .000 $1o.21jo ,ooo $347,000 

' Coablnod politico ia r ogiltoro4 ""4 opeo market oter11n&• 

!'he Boa 'bOT colll price V&l oquhalt ot to $33· 79 . off 51· &All oil Tor .... UDCh""114 
ot tho o~ul•allot of 43.661, 

J. price of 2}4 v11 fi:ull ill L<>n4on f or both opot Gl14 forward oUTer, l/164 
lover 1: o&Ch c&u. !ho lloU&r ~ubalet of th h price h 41. 76; . 

Ranll7 ADd Ha.z.an1 o oottlnaut price tor toroi&A oil.,.r voo unc:han&o4 at 34-3/~ . 
Tbe Tro&ourr1o purehaoo price tor toroi&A oUTer vao aloo unchall&o4 at }~. 

Yo aallt throe purchaooo of oil.,.r t ote.lill& 175,000 ounooo under tho Silnr Pur­
cholt Act. all ot vhieh ccaoh t ell of nov prcllu.otioa froa Tariouo oountrieo. for tor­
varll llel1•1rr, 

Ve oleo ~ohaoo4 100.000 ouncao of ail,..r trca tho llank ct o ..... ada under our 
•I&Ular aooth17 "CJ'Ialllt to bUT up to 1.200. 000 ouncu. !hh ropruanh tho tiro\ 
9Urchau vhleh vo ha'(a aa4o t r011 that oource ill ••• .. ber. 

CONF~L 
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No~tsber 27 , 1940 • 

.IIXI«lRANIX1ll !'OR TilE SECRETARJ': 

1. CongreaiiJWI Ludlow plana to start hie hearings on Troaoury 

1942 eat1mtea on lkmdey, Dectsbor 16, on which dah he prohabl,y 

will oak J OU to appear berore the eo..itt ee. A et e teoont on our 

budget will be prepared tor JOU in adYanca ot that dah. 

2. Oeneral regulations han been 1ooued on tho subject ot de-

rermonto tor emplOJeea called 1n the dratt. A deferment mar be re-

quette4 tor a • neceeeary man• in an aot1~1ty "which ia neoaaeary to 

the national health, aatety or 1nterent•. A 111'neceasa.ry man• 1a one 

Who cannot bo replaced aat1etactor1l,y beoauoe or a shortage or per-

10111 with h1o qual1t1cat1ona or 11dll in the act1T1tJ in wb1ch he 

11 ft1Pl0Je4 and hie r....oYal would cau1e a •hr1al loaa or er-

raot1Ytcaao in auoh aot1Yity. I anticipate t hat derarmeDt reque1t1 

will be negli gi ble and when a requeet co•• in I will bring it t o 

JOur pereonal attention. 

3· About two :reara ago a aodol we1 conatruoted ot a propoeed 

booth in wh1oh a guard a1ght be etet1ona4 t o OYerlook the caah rooa 

or t ho Troaeurer' e ortlce. I Ullda.retand that JOU had planned to 

l ook at the aodel and to deo1de Whether a parmnent booth 1hould be 

1nttelle4. Tou ..,. wiah to do thil ll<liMUM 'll>ec coo.Y.aict. 
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4• Tho rule• prohibit noking by MOOeJ16ore in tho oorridore 

or the Treaoul'7 Building and i te Annexo a. The aoaaengero report tor 

4uty at 8 a .a. and are here treqliont!7 untU well o.tter tba uaual. 

clooing boura. I heYe bolD r equeeted to grant pel'll1uion t o the 

uoaensero to ...,1<• betore 9 a .a. and o.tter 4:30 p.a., cont1niJ16 

t ho •no ...,l<ing• rule to tho regular 9 to 4:30 boure. 'l'hia requeat 

ooOJts reasonable and I will JDOdity tho order aooor41ngl7 it it Mota 

w1tb your approTal. 

5. I ban aakod llr. Reyuolde , Co.dea1one:r ot Public Bu1ldi116e 

to ban an albua prepared tor :rou 11hioh will include pbotosropba or 

all public bu1ld1J161 ereoted durill6 your tera or ott1oo u Secrot01'7 

or the Treaeury and bearing :rour name on tho corner-etone. llr. 

Reynol ds hao promised t o han tbie done . 

6. A new diotaphono i.notallation baa belli aodo 1n llr. llcllugb' a 

rooa tor recor41ns your telephone cello and the old a:r•t• ot wi.r1ng 

baa been checked onr and put 1n tirot-ola.ao order. 'l'l:lo Ed111011 -­

chino """ looked into a a to pertonmnoe. and coat but 1\ did not ooea 

to baTe ~ aer1t o euper1or to tbe dictaphone wniob would juatit:r 

oubotitut ing it for the d1otapbone. 

7. following your 1natruot1ona on • election oontranta• - ­

Alfred Domano baa beiD s iT• a 90-day appo1ntaent 1n tlwl Otrioe ot 

\he Collector ot lllternal Rnenua a t Brook17a and Victor ~ 

bee returned to bia work 1n t he Pro-t DiTiaiOD. 

94 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DATE NoTeaber 27, 19~ 

Secret~ V.or genthau 

l·:r. Cochr!U\ 

Ml nlater Procooe of J'1nland telephoned et 9:15 thio mornl n& f r o"' No" Yor k . He 

t~t thf rw=o~ wna current there t hat the Tre~ eury pl anned to t r eeze the easeta 

::uroneu eountr1oo except S..!t.erlN>d and S..e¢en. He 13ld that to tie "" 

"""'"'r. tw:dt would e:>berren his country nry "uch . He c.o~e the !)Oint th><t Finlp.nd 

now be• lndiV to l:!l'ke a little , rogett !~ obtdnln;; a.'th>l!l& pe,..,l to fro.. 

:>rHrln. ~rul ho~ea to k!)rove 1 h deplete<! econo:>¥ w1 t bout fur t her undue 

I told t he l!lnlster t hat t:oer e )o,.d bern a d lf!eront • tory nrlnt ed In tbo 

rts~ tl'eh ot th8 'f)t':flt t en d.<:\ys on the cued ion ot tho Tr cl'eury 1 ! f reezinG J')ol icy , 

' "'leubrly with r oeneet to the poss lblllty of extondl !\1! t ho control t o other nreaa. 

t toll hi' thoro """ nothing new on this to r anort . I oddod th~.t the Secr etPl'Y bt>d 

b~f'n """'ent alnce :rovember 7 . ?he J!inist er vlll be bnek in :il'sh1ngton 1n A dtY or 

two 11nl bo-oe e t o e:"l l on u.e upon hi a r etur~ . 
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TREASURY DEPARTMENT 

INTI!" 01'1'1C& COII4114UNICATION 

I . C DATK lioyeabor 27, l94o 

'\I 
Secretary Norgenthau 

11r. cochr ... STR ICTlY C 0 N FIDE NT I A L 
llr. l'1naent, l'1nancbJ. ColtAoOlor or the l!r1t1oh :Zabaaq' aoltod tor ... 

to aee me at 11:30 th1o .. rning. When ho arriYed ho ratorrod to the 

in tho Waahington l'oot ot yeeterd&y, a copy whereof io attached, which tho 

~:·::;1relt grooaly oyereoUu.tod llr1t1oh !1nan.cial reeourc11. Tho J.abaot&dor 
" blc.,.ao the otory oeeMd to haYe aoao Vh1 to Houo oourcoo boh1n4 it, ud 

that it bo brought to Socrotary Korgenthu1 o attention to ooo whether tho 

cared to do myth1ng about tho otory. 1 told Pillaent that 1 would be ouro 

lo!orpnthau eaw tho article, but t hat 1 4oubtod whether he would caro to 

contnou•;o any otatoJtent to the preoent OJlOculaUYe articlu appear1"6 1n t he prou 

roopoct to tho l!r1t1eh !1nanc1&l poe1t1on. 1 re..arltod that with a Congroooional 

uq~m7into th1o oubJoct liltoly, particularly 1r a rn1o1on or uondmont or tho 

Job.ooc•o Aet oom.oo QP, ud with Sir J'roder1clt Ph1111po arr1Y1114 horo in a tov 1\qo, 

tbO".Jgilt it ... ry Ullliltoly that the Secretary would ••• tit t o u.ko ""7 otatoaento 

ficurea. Pinllllt wao particularly &lliiCyld beeauao Latill J.aorican illYIItMilh or 

l!ritioh ha4 boon ootl.mated at tour billion 4ollaro . He oaid th1o wao roU&hlJ 

nominal v&luo thereof, but that tho actual lllal'ltot Yaluo wao tar ltAder that tiguro. 
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Tho waahl~~OD Poet 

Atlruiulstration 
Relieved Viewing 
l'lea I or Financial 
Aid as 'Premature' 

By Geor,~ 8. &okmu. .,. 
,.... lUI wnc. 

Jun baC':k trom London. Lord 
l..nthtan. tht Britith Ambusa­

•'•• •• dtc'lartd yuterday aftt:r an 
JIO-t••inutt talk with Pruidtnl 
n ........ ,·th. ll'lal to win the war 

r. •l:ttn \\ all nctd financial h~lp 
t'\ ~ J t"l f' u well 1-1 a~hips. 

'''"'' •·• <iu tl munltlon~. 
Ill' I'"P<'IIItd the !!&me ttqUt11, 

., ,1111 lnl~'l vitw with report~r·s. 

'"ll"r • n h<I'Ut•lon& t(lnfcr"Cn¢e wllb 
'~' .... ,.,.,.,. (If Sl.ll te Hull. 

Ht voluntttrfld the ,pmt Inform•· 
tlon a,flf't "''"' &KrtLiry Hull. 

'J'ht AmN ... ctor, wbo r~tumed 
two d•n •twt fmm a lnoe)l'llh'• 
Jt.ly ln Enalud. ltU u,, PmldetH'• 
ol\c. ~.atr7fo1 • buJairtl dlfP~~tch 
UIH. Ht """ lw IM4 . h'H tht Chltf 
&'J:f'CUUvt a rtport on Pf'OFf:U or 
lbe war. 

""11 v.e outlook ooUmlltk1'" • 
n.-*""•n Nktcl. 

.. Y«s. H it OOtimlttk orv•Wc4 •c 
n l MCM bt.lo trom 'tfiA4 .. ~ Am• 
buudor ...w. 

Ht '-"-" Jttted \lit tonr .. ot ald. 
whJch ~~ uld Bri La.ln wUI oHCI tn 
ltU: JM.nC'f". ahl01. and plaoq tnd 
muniLiona. 

AIJcfod whtlhtr tbt term abiD.I 
lndurl!d wauhlot. the envoy a id 
be had Uted tbt w6rd •thlo .. " 

'Ibe troblttn ol cr«<IUi It one tor 
'"'he n r..-t half" o r 1841. l..ord Lothian 
said, bu: ht~ a111trted u,,., "'t.he Pt'tl· 
ld•nt rn'<St no oromllu." 

'Pifl Al'lmtnhuatlon \•lew, how. 
""' ri - IC' .. m fd b7 The Poat on hl;h KM.w1"rlt, Hull C.•rrr 
Jluthotit)'-b th1t lbe Brit~ rt· Lore!. Lolhl•n'• atlemoon ce11.a \1. 
quC'•t / or ftnar)Cial a ld 11 •prema. lhe Wh:re KoWit and St:.lt Jnoart· 
ht,.._,• 11\al lhe Britlab aboWd. Uq· mf'nl e•m• a.a An.anthl hdo tor 
uldate aftd •Pt:Dd ~ more of BrJta l~a llootar.d '6 bt • domlnatH 
lk t ..Um.at.ed D .OOQ,OOil.CIOO 10 tooic fr, Ad l'l'l lftlltraLlon COftfttt:nc.u. 

Wuk-m Htm~ invc:slll'tnU : PtuSd~t Roo.evt.ll toOitf'f'tld for 
bc-tM1 neririnc lot.DI ot arut• of a h1lt bour wlt.h Sttrtt&r7 H ull 
.....,.,rf<ln doU.n. dll:-ut.c the IINmhtL .fbortty aftt.r 

('n.t. ft.&wn prnumablf ltdud.u • hoW.a.c • Jon.c tntenltw • l"- llat 
C•"* "4utco. Bruil. Arc:antin~ W Conc~l lftdua. SPHl« Sam 
and mhtr Amerltan eountrtu tn R.,-bum, a.t..torl \1 1-ud'-t l.atkk7 
._ Mch Btltllln hu bcavy lnvut· • • nd Stn.a10r Btrn.ta tDtmocn U, o( 
mC'nl.t.l Souu. C.a~Una. 

Wl'lrn Lotd l.ctht.n ettpptd out Btrld•7 tald alttrward u.,~t bt 
(I f th~ P«•&dtnt'a om~• b• vohan· d~d fto\ btUtH the m•twr of Brl l· 
tr•t~t('l to reporter., l>don: belnJ 1M loam or cr•dll.l , would bt 
. ,l rd •n.y que•Uorv: broua!tt Ui' 11'1 Con•n• durin1 Ult 

"1'hr Prttldtnl a nd 1 ntvcr mrn• rtmainlnr day• of lht prutpt ..,. 

'''"ll'd """~'~"' •t llil." alon. 
, Tht vln,polnt of Whitt Houae 

lldvb.t'r.:, aa dltdoted 'O '"'' Poll, 
bore au' SenalOr Aark1«7'• l la\.1• 
ment.. 

TbHt otnelala. ttllln& Brlttlb te• 
QUU&a for ftn&Dtial btlp prt:matuA. 
PQte\a4l ................. \bat .,, .... 
a.... la ta.t Unl\114 -.-. X..ua 
......... C.Mda. a.nd .... U...t 

• 1.atw11 ..,. of theM .. ",..UDe• i 
~~ "" ..., Ia d tbaft .. tor dol· 
l'-,. Mfon artW. b trUW 
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TREAS URY DEPARTMENT 

INTIR OI"I"ICIE COMMUN ICATION 

I DAT& loY .. ber 27, 1~ 

S.eretaq Nor,.,.thau 

Nr . Cochran STRIC TLY CONFIDEN TIAL 

Mr • .Uoda Locer, whoa I tnw ill Prance tor - yoaro a o 17114er S.cretU)' ia tho 

Klahtr7 or Porelcn .&!!eire, celled Oil ae yeehrcl.q. J.l you ....,. recall , 11r, Lecor 

.... to t he Uoittcl statea at tho t1ae o! tho !'ranch arahtlco, an4 h r ... 1Dia« here 

1o4eflo1hl7, hla Franeh o1thonah1p ~TiD« boon cancelled b7 the prenllt rec1ae. I 

bad uohtecl Mr . Leger with rogarcl to hie baz>lt account who" ho tlrat arr1n4, aD4 he 

4roo' t4 ID yeeter43J> OolT to let •• tn"" how he .... j!ot tla« &loa« all4 to souip about 

rrence. 

Loror toela t~t the proeont f ew well:e are a Ye'l"f critical por1o4 !or all of 

J:uropo, He oueuo4 the 1aportance of :Europe haYiD« a proper W>deratu41a« of Aloer1oan 

uctiJDeol. For lnetance, he thoucht t~t Rueda woulcl bo cuiclo4 ill hor .Uploaatlo 

progoo to a lart;e utellt b7 the outlook for a Br1t1ah orlotOI')'. !rhat h, 1t Oreat 

!rlt&lo IOl\1 not only ahow o. etront reehtance, bu.t alto be ahown to onJOT clooe Aloerican 

!rhnohhlp throu&)l Wtch abe vlll rece1Ye Yltal llecenltieo !or the pu.rou.it of war , 

P.uulo 11 more likely to refrain fron jo1D1nc up v1 t h Hitler . 

Llkwhe it 11 YOI')' importl!.llt t~t the Potein OonrllOient ....,. etlll feel t~t it 

bas o !ritncl ill tho 17nlto4 stateo. Ltf!&r vao bitter i n hh 411cr1pt1on of the ruth­

leu oua o! Lnel in otrivlnc toward brla«lnc lra11ce 4iroctl7 vlthill tho Arlo oyot oa. 

Po h ole tb .. t LoYal vlll e o to eD7 lencth to llad.ty Franco ...,a to flsbt Graat Britai n , 

lihUe Gtnaany heo coDquaro4 France an4 ~~ ita OWl1""" ill tho p eroon of L&Yal, thlo, 

occorclint; to L&lfOr, h not enOilf:)> to COII])lth the influence which Gtrv.ny cleolreo to 

baft OTtr t ho J'rench people. To &ocoaplhh thh, it h ouontiel to ~.,. tho cloak 

o! Pot&ln onr LaYal, Juot ao i t vao nocootar7 to hen H1114onbar& beck: at Hitler wbon 

tho latter we. a be.&lnniag hit cloaln&tion of Gormeny. 

Leger atateo thet t boro bao beon a otr ont ovlag of otnt1aont 1n hanee recently 

lovard. t he Prltiah, all4 t~t oOTenty~th'e or olsbt7 percent of tho Pronch ue nov 

hoplnt; !or a :Srlt hh 'rlctoey o.er Gono,.ey. He aalcl t het it wao to impor tant that 

Pot&lo abou.lcl onjoy ao croat col>f14enco u p oodble of tho :rronch people clu.rln« thlo 

period of trulltion. Potaln 1o an old aan vhooo aental tee111t1eo function noraally 

••1¥ part o! tho 4&7, all4 wbo ~ 4rop out of tbe picture at eDT tl.mo , perhepo throU&h 

a etroke or oo•• lllnou t~t a1pt roou.lt f rom winter weather , 1ntluonsa etc , llhilo 

Ptt&ln h 1n the p icture ho will be cu.14e4 1aporta~>tl7 b7 lronoh public opinion. 

LoYal baa not boeD able to carry Potab. &loa« ao far aa LaYlll cloolrecl to co 1n onbJupt­

lnt; honco to o.._. !ho :rronch r ooont " OfT ameh tho clonlopaento tbrouc:b wbieh 

LoYal hea nov eauoo4 t o be roocinclo4 tho Go._..., proaho to llborllh J'ronch prhonora 

or ve.r. l'urthoraore , tho J'rooeh 41ol1b tbe Out• oh1oh 1o bela« bullt "P in J'raaoo 

with L""al'a eonnhaaco, an4 rooout t ho acU'rltitt of the croup of lackoyo, 1aelll4ille 

!o110et , vho are nov onnOWldinc LaYal. L&jfOr t hOQCht 1 t wu hishlT 1aportant that ve 
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b.:lYe cboun ouch a 4.1oUDCUiebo4 clthea ao J4al.ral LaobT ao OW' new .&lo'bauador 

TlcbT. Ho bop eo that J4airal Le~ will 'ba troo t o ban4lo the 'broad lineo of 

polic, and not be tied down to dotailo. Leger •entured the opinion 

tbh connection that we hen been incl1ned in recent weeko to be a 11 t tle too 

1n our diplouUc rel&Uonebip o wUh l'ruco. Ho aa14 tha ~r ot thlo 1o 

P.:ance will think we baTe been ol.tenated troa our old traditional triandebip with 

rroncb people , that wo are now outpicoua ot their nof'7 ao'fo, and that aa a con­

l•••!l'ence th07 11117 be forced to aoye toward conool14at1on with tho lluh, rather than 

to an onntual r eturn of treo4oa thrOU&h the attorta of their old triando 

Eritain and the United stateo. Locer 101nt1ono4 particularl.J' our note to tho 

Oonr..,ent which he tho\l&ht otraued unduljo the oub,loct ot the rranob tllet. He 

ltbciQ/Jibt we had token 1t too auch tor «J"allted tbet l'ra1101 had azq idea ot pontittin& 

floot to bo uaed b)' the Oenaano &&&1Aet Qraat Britain . 

l'u.rtbermore, Lepr tho\l&ht we were WTOn& on our pol1q toward Xartiniqwo. Ho 

r•••"'G•• we wore undul7 worried about thlalaland boin& u oed aa a baae to our dhadT&n-

0.. the ot her band, he tho~t it unwiae tbet we ebould uie attorto at thh 

lse to obtain tro:s hanca a conceuion tor a baae in Xart1n1quo or Cluadaloupe. Ho 

ul4 that our ar rangement with areat Britain had oet a certain precedent , but to obtain 

aiailor conoaaaion troa 7ranoo in prooont circuaatancoa would oot up an non aore dan~ 

'l'hat h, 1t vo ahould nov brine auob preoauro on Tiob;y that Petain 

ltt<.nt•td ua aome arrance:a.,t tor Martinique, in tpih ot t ho doainaUon ot l'raiiCo b)' 

a..,,.. ,o,y, t he lat ter countr"T might Tlf'7 conce1Tabl.J' daand nenl baaea in rr ... ob coloniu, 

particul&r~ t ho port ot Dol<ar in Sen~. 

In 01l:CI&l'T, Leger' • arguaonto vero that our aanitootaUono ot tr1endeb1p and 

l<lloUitanee tor areat Britain would not o~ atrengthen tho moral e and tho phroical 

reahtanee ot that co1111t1'7, but would aloe at thlo critical. Umo ciTe Rueda roaeon to 

thiD:c ur1oua~ before caotin& her let further with ()eraazq, LU:ewiae !urlr::e7 and 

GTeeca , with both countr1ea nov ancouracod b)' aroolc reohtaneo t o ItoJ.r, aicjlt bo fur­

ther htlll'tened b)' Aaerica'• aid to araat Britain. In the third place, 1t 1o iaportant 

to !'ranee that while Potain 1o ot1ll in oftiea the United Stat .. ebould be trio~ 

rather than t oo critical and aaoiat Petaln inootar a• poooible i n hlo aorel reoiotanco 

to Gerea.DT 1o deaando and LaTal'o intricuoo. When we boar down t oo hoa...U7 on the Tiob;y 

ao .. romont becauu ot Martinique incldento or tor other reaaona, we pl.q into the banda 

of !!itler. 
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' TREASURY DEPARTMENT 

INTKR OI'"I'IC& COMMUNICATION 

........ • ........ Z7. l!jllo 

llr. Oool>r&& STR ICTLY CONFIDENTIAL 

le r ocoind froa the Jo~ral llooorro Baal< ot low Torll: \llo followiiiC WoraUoa 

1 .... ...-iliDo \Ill trao-Uoao 111to4 011 the attoou4 otat_,.h 1a 1\.aU.aa aco"""h 

Joa.r.l llooorro laDk of low Torll: 

Ouoo laUooal laDk 
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Account Credited Reee1Ye4 J'roa. 

lloY. 25 $~,()()() 

595. 667 

ikulco cle Napoli T-rue\ 
Co •• H.t. 

• 

, 

Paid 'ro 

:i"ede:r&l R•aeTTe !Auk, lf . T. • 
tor a.ccCJ'Ii)A\ of Ou:'u"e.A\7 
?ruat. Co., 11. '1 . 

Check to order of !&.Dlcera 
Truat Co., H.T . 
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_, 
Ore41te4 Jteoe1n4 boa 

$ 6o,OOO -Co-roS..U 
I ta,l.t.a.aa. ll.'r. 

Pa.l.d 'fo 

Clwok to or4.or of h48ral. 
:a .. ern knlt of »ow York !.». 
h4.oral. :a. o.no :rw.Ae 

c••• II&Uoul knlt, I, T., 
tor acoo'IUlt of :Buoo 
Jqeri\0 Saato • C-roS..l• 
a. Liol>oa, Li olloa 
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£c:COU11t C·red1 ted 
.t..ount 
Debited 

$ )00, 000 

Account ~blted 

:Bo.nco .U ll&poli 
'rrv.a\. Co., ll. T. 

250.000 lleDoa co ..... rct.l.e 
1 ta11ana, 11. Y. 

48, 628.02 • 

5(>,000 

l,5()0,002.ltll 

Banco 41 lapoli 
Tru1t Oo., li'.T. 

I 

Pa1d 'Z·o 

Bane& Couerolal.e 1\al.la.Da, 
N. Y •• by or der of l e\ 1\u\ o 
118.sional.e per I CNob1 con 
L1 '3ate ro, ao.e 

Irrlllg 'fruat Co., 11. Y. 

NatioD&l 01 t7 l!alllt, II, Y .. 
f or credit ..,d accowot of 
R. A. 0&Y1n at C1t7 l!aAI< 
:rar.era Truet Oo. , Jl. Y. 

lla.HoD&l C1t7 l!alllt, II, Y,, 
for accowot of llaaoo do 
!rallil, Rio 4a Ja.u1ro, 'b7 
ord&r of &nd t or accOll.llt ot 
11111\J>to llasioD&le per 1 
c..l>1 OOJl L' i:lliero, R-

• 
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TREASURY DEPARTMENT 

, INTER OI'P'ICE COMMUNICATION 

Soc,..tt.r7 llorgctbav. 

Ill'. Cocb.rall 

DATa !loftabor 27, 194<> 

STRICTLY CONFIDENTIAL 
Tbt fedor&l ReoerTt :Buk of l ew Yorlc report ed to u o the following t rallOa.cUoDe 

t. tb• accollDt or the Snrigu Rilctb&Dic, Stoollhola, •11lto.I..D.t4 with tho J'edor&l 

~t Credited 

$6o, ooo 

l!ecoin4 Jroa 

Baa.ca Com~~~rclale It&ll&D&, lf. t • • 
b7 order of .BaDca d 1I t&lla, Roae 
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PARAPHRASE OF TELEGIIAM RECEIVED 

FROM: American Embassy, V1oey 

DATE: November 27, 1940, 7 p.m. 

NO. : 10.a 

FOR THE TREASURY DEPARTMENT PROM Y..t.TTHEYS. 

Reference, telegram No. 8J ot July 16, 10 p . m., 

rrom the Embassy. 

1.06 ./ 

It will be recalled that t he banks in t he occupied 

area were informed by the Germane that except when German 

f i nance otticiale were present no sat e deposit boxes were 

to be opened. Since that time inetruotions have been 

received by t he banks to advise their clients that the 

Oermans muet examine the contents ot their sate deposit 

boxee, and t hey have set dates on which such exami nations 

are to be made. For example, the branch ot t he Guaranty 

Trust 1n Parie wee told that on November 21 all box holders 

were to vieit the bank. They have ee t a second date, 

December J, since many persons could not appear on 

November 21. Those who do not appear on December J will 

have their names referred to 11/iesbaden, presumably tor 

decision as to whether terce 1e to be used to open their 

boxes. 

It 1e neoeeeary to reaove all gold, uncut preo1oue 

atones, f oreign currencies and foreign eeour1t1ee, a e well 

ae French securities payable in a foreign currency, vh1oh 

are 
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are round 1n the boxea. 'l'he hold1nge are t hen placed 1n 

n apec1al blocked account 1n each bank, and r eoe1pte t or 

the hold1nge thus s equeatrated are turn1ehed by the bank 

to the c ltenta . 

END OJ' MESSAGE. 

U:LW 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATK IOUUer 27, lSHO 

Kr. nau 

Joy•bor 30, !bo Go._.. Coanla\o bao booll aUo.pUq to po'ft'oat -

troa ehlppiDc Oil oblpo O&l"I7Uc earcooo 4atr1Miltal to tba o. ..... COT01'U1Utl 

0 !Altbor&ll a!Jilohr 1a Bobol<oa ooooch4 wl\h tho o. ..... IIMaoa'o X1ooloao 1o 

bel oc uoo4 for thlo porpoo11 ua are pnll frM rool4oaoo at tba Xlooioa 1a 

tono14eraUon ot 4ol0rtiac ohip an4 tho o.....,. Collnlato otaa4o tho a;poaoo. 

._ attlcla•lt clato4 October 18, lSHO, '117 aa .UU or Jc7pUaa .. _ 1a4loatoo 

filCh act1Tlt7 with reprd. to a t'IICOolaTiaa ohip b7 41rooUoa ot Draacor of tba 

0......., Coaoulato Oonoral, lev tori<. 

Jouabtr 22. !be Maaeot of tba lloa4 D.p&ra•t of l'oot an4 J'laa wo 

toroerl7 vlth tho !I,C,I, ia lev tori< oa4 1\ wao proM\17 thrncll h1a that l'oot 

aad n-u obtalll04 ito proooat Italiaa aoooliAho !be 11,0,1, aconor 1o beiac 

••ed t or the poarcbaoo ot ItaliaA kab an4 aiooollaaoO'tla oo..,..iUoa 1a ""17 

eaall ....... , .. 

llo••ber 22. !bo dollar TDl'U of Jaool<waauror aarl<o tra4o4 1a '117 t ho 

Chatt HaUooal 11aa1< troa Ju17 tbrnc11 Octobor 11140 accropho .1,160,000 1a 

rou4 flc<u"oa. 

lo••bor 23. Aaclo-Oalitorllia, 1aa J'raaciaoo, roGoiTo4 t«l,COO '117 tel~ 
craa t roa llaUooal CU7 lov•'bor liO with iaotnleU oao to pq GoNaD Ooanlato 

General, 11aa haaciaoo, "117 or4or of tba hral.p ottloo, llorl1a, 1 tho ha4o 

hu loc """ rocdvo4 '117 •uoaal Cl\7, lev To~. troa tho lloiollaMal<, llorliao 

llo•oa'bor 23, Xiaoallaaooua ..,._to ot foroicla tlUldo, 1aol"C141a& aa 

October 111, 11140, U• ooaooratac tho ••• ot tho accOliAh of t ho Clonl'Mr of 

tho Yat1can vUb tba Oaaraatr !rut OoiiJ*IIT aa4 tho I"iac !r'llot Ooapaq to 

uko II'I1Hilh t or tllo ~ ft-ohip OoiiJ*IIT 1a faTOr ot tba IViao ..,.. 

loc CorporaUoa (totaltac tu,'l"7'1) aa4 tllrlllor aoUriUoo ooMoralq tba ~ 

r&trltHoo. ot Ootaaa OOO'tltit10t thrncll !o:pli:aa an4 hrlq, 
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TREASURY DEPARTMENT 

INTE.-.OI'I'ICE COMMUNICAT10N OONJ'IDENTIAL 

DAn lfoTeaber 27, l91io 

TO 
nthau 

,ROW }lr. 

SubJect: The Situation . 

Summary 

(l) Commodity pr1ceo are continuing the gradual but per­

sistent rise that baa been under way since mid-August. The 

BLS price index ot 2g basic raw materials last week reached a 

ne11 high since last May, representing a rise ot 11.4 per cent 

s1noe its August low. The broad all-commodity treekly index 

has risen J. l per cent in that period. 

(2) The ooet ot living i ndex, as reported tor October , 

baa not yet started to rise. A deoli na i n retail rood prioea 

during October, i n tact, reduced the index very slightlY i n 

that month, representing the fourth euoceeaive decli ne . 

(J) Backlogs or orders in the steel industry are contin­

uing to rise , since production is unable to keep pace with 

incoming orders. While'the operating rata or the u. s. Steel 

Cor-x>ration during llovember baa Taried between 9St per cent 

and 100 per cent or onpaoi t y, nat/ orders have increased to 

141 per cent or capacity. The operating rate or the steel 

industry hns not increased this week, holding unchanged at 

96.6 yer cent. 

(4) OUr new ordere index r emains at a blgb figure , 

though n falling ott in textile and certain other orders 

baa reduced it !rom the extreme peak reached i n the first 

week or November. Civilian buyers are finding di!!ioultJ 

ln obtaining delivery on textile and other products needed 

tor detenee purposes. Large defense orders tor lumber haTe 

raised lumber pr ices tar aboTe the 1937 peaks . 

(5) FolloWing a riae i n the FRB index to a record blgh 

o~ l2S ln October, weekly business indexes show a further 

aavance during the tiret halt ot lfoveabar . 
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Steel outout l a gs behind ord ers 

An outs t anding feature of the current business situa­
tion 1e t l.e i ncreasing inab111 ty of s t ee l production to handle 
the 1·101n;:; volume of ne~r s t eel orders . (See Chnrt l. ) The 
rrt~ of st ee l output during t he pe.s t t~ro months hils been 
~uehcd upt,·arcl only t.'1 th great d iffioul ty, e.nd this treelt 1 s 
rchedulcd r r te , a t 96. 6 per cent of capacity , sho>:s no fur­
thor M.vc.noe over the orevi ous 11eek. Ne1·1 orders , in the 
~·rntioe, hnv~ b een steadily ~dv~ncin~ . Ord ers reported by 
t:~e u. s . St eel Corpor etion ( eho••n on Chnrt l) rose in the 
1 ee:: ~nded ;:ov e::tber 14 to 141 per cent ot CB?RCity. The op­
·r~tlnt; l'l' tl' of t he Cor;>or a tion ( l otrer cection of chart ) has 
<'ro., ed b~c·: t o 9g~ per cent of capncl t y , after r ea ching 
~00 .,er cent in one treelt . 

It is evident tro:n an examination of t he tt·e nd of steel 
or~ers so f::.r , ttnci. confiroee. by the llntionnl Defense Advisory 
Coo:nlosi on , th~t a relatively B!llall proportion of the actual 
st r t l orders f or t he defense progr am hne yet reach ed the 
eteel mU la . The i ncrease in s t eel bool:.ing s during t he past 
sl:: :non t he hna R!na.rent ly r epreoented , i n l e.r ge par t , e.n 
lncl•Aaoe i n c1 vilian buy in::; , l N'go l y ot a n nnt1c1pator y 
n~tm•o . Ex:>orto of s t eel , a l so , have more than doubl ed dur­
i n:; ~he t !)erioc.'.. The reneNed expnnsion of or ders dur1ng the 
·>ast f ew weeks see::~s to indicate that d efense buying is 
:;ettln!:; 1:1or e a ctively under >.TJ.y. 

Ao a r eoult of the heavy volume of bus iness on ~nd, it 
1e relort ed t hat s teel products, uith only a fetl exce;>tions, 
~e now bting quoted for J anuary del1vcl'Y a t t he earliest. 
So::~e eow·c~s anticl,x'\te t ll."\t ·by April 1941, r eserve ot oc!ts 
o!.?i:; i ron , ingots e.nd seoi - f1ni shed s t eel may be exhaus ted 
~n. the industry entirely d e!)endent on current ;>reduction 
for supplies . As e.n outgro>rth ot the r ecent heavy bo!llbings 
ot cert ain British 1ndustr1al center&, oooo trade ob servers 
:>r e expectinG en increase in purchase s from tha t quart er. 

Commenting on current operations in the steel industry, 
the Iron A(;e sta tes that l·th1le the d efe nse program is oro­
v1t1n(l an ever increa sing ;>rooortion ot total steel bui.ineAG, 
.~ t1•roenc\ous d emc.nd is co:ning from manutncturers >rho are en­
~rgecl ill t he nor cal ueace t ime lines of trnde . The autol!lob1le 
induotry, manufacturers or refrigerators and other household 
equi;>~ent a s well as ma_~ers of a wide ra ng e of miecellaneous 
':ll'o<!uc t o, have b een taking more steel. 
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Rise in commodity priCdS continues 

The persistent rise i n raw material prices that has 

been under 11ay since mi d-August continued during the paet 

week , though some tendency to~~ levelling out was ap­

parent in both industrial raw materials and food products. 

(See Chart 2.) The combined indexes, repr esenting 2g 

basic coomod1tiea, have risen to t he highest level ainoe 

last !lay, representing a gain ot 11.4 per cent since the 

August lO~I . 

Among t he spot pri ces ot i ndividual rat/ mat erials 

(lo1<er section ot bhe.rt), wool, bides, rosin, tal lou, 

uheat and butter show gains ot 25 per oent or mor e since 

A~-u~t . Some ~enkening in individual prices during the 

past week, particularly in hides, wheat , corn, e.nd cotton­

seed oil, apueara to represent in some degree a movement 

tot~~ t he liquida tion of specula tive accounts built up 

rluring the previous rise. 

Although spot prices of wool tope increased ~ . 7 per­

centage points in the week ended November 25, December 

futures increased but o.4 percentage points. llool spinners 

r.re now using partly forei gn wools in tilling m1li tary or­

ders. The great proportion or the yarn under production 

not! 1s for Army use , and spinners are sold ahead on fine 

breda yarns tor the next two to three months. 

Butter prices increased again last 
fats and oils trere unchanged or l ower. 
?f t his group has been upward recently, 
cutter prices being partly seasonal. 

week , although other 
The general tendency 
the increase in 

Coat of living lo>1er despite price rise 

The coat of living index declined sli ghtly in October 

to g2.0 from g2.1 (revised) in September, de opite n sharp 

upturn in gener al wholesale prices . (See Chart 3, upper 

section.) This decline, due solely to louer r et ail f ood 

nrices , is the fourth in succes sion, apparently reflecting 

t he delayed influence of the previous reduction in general 

},iloleaale prices which began early in the year . 

111 
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The general movements or commodity prioee week by week 
~.re shown in the l ower section or Chart 3. The weekly all­
co~odlties index continuee to advance. A gain or 3.1 per 
cent in th1e index since the Augu"t low comparee >11t h the 
rise ot 11. 4 per cent in the more sensitive index or 2g baeio 
co:.:odlties. 

Lumber prices influenced by military orders 

A sharp rise in lumber ~rices in October to a l evel tar 
above the peak reached in 1937 (see Obo.rt 4, upper secti on) 
oroo.1ses t o increase building coste, arid may attect the 
voluae ot civilian constructi on . An i mportant contributing 
ractor to the price increase, according to press reports, 
was t he ordering ot lumber tor eight mi litary cantonment s 
at once, which caused an increase ot 30 per cent in lumber 
':>l'lces in two weeks . St ocke ot lumber ( l o>Jer oection ot 
chart) declined during September; October tigures are not 
yet available. 

According to a recent report or t he Lumber Survey Comoit­
tee o~ the Department ot Co~~erce, the coneuoption or lumber 
in 1940 Will ap~roximate 2g,500 million teet, which is the 
largest on record tor any year since 1929. The Lumber 
Survey Co~ittee is a special commi t tee established upon 
reco~endatione or the Timber Conservat i on Board, June 1931. 
The Co~ittee estimates that about 1,200 million t eet or 
l uaber, e. large part ot vhlch has already been !)urcbaeed, 
dll be r equired tor t roop housing by June 1, 1941, or 4 . 2 
per cent ot est i mat ed 1940 consumption. Housing plans tor 
Army and Navy personnel and tor civilian defense >~rkers 
are said to total 500 million teet; this represents l.g per 
c~nt ot estimated consumption in 194o. For the Navy, it is 
believed tha t 4oo mill i on teet or 1.4 per cent or estLcated 
194o consuopt i on vill be required. These three needs com­
Pined equal 7 . 4 per oent or e stimatsd 194o consumption. 

Ao a result ot recent increaeee.in the demand tor lumber, 
neu orders on a seasonally adjust ed basis have maintained a 
considerable margin above ~reduction since the middle or 
July. The adjusted i ndex ot lumber production has shown a 
alight up:tard trend in the same period, but no material in­
crease in lumber product i on bas yet occurred. According to 
the National Lumbe~ Manufacturers ' Associ ati on, untilled 
lumber orders in the week ended November 16 vera 4o per cent 
hi gher than a year ago. 

1.1.2 
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Zinc pri ces aoueer h igh 

Prices of zi nc during both September a nd October were 
t 1bber than our •estimated basic price• determined from a 
study of the pas t reletionsnlp of z1nc pri ces to Uni ted 
Stetes production, deliveries, and stock&. (See Chart 5, 
unper section. ) During the pae t two we eke, a sh.ai'P gafn 
i n tinc prices in t he futures marke t has occurred, which 
doubtless fores~~dowe anothe r mark-up in spot prices . 

Zinc prices have been raised in spite of increased pro­
duction. DailY average production of zinc in September and 
October (center section of chart) exceeded that of August 
by 11 per cent . Deliveries in October (incl uding exports) 
tctuPlly declined, but because the deliveries were a lready 
cons iderably in exoeee of production, stocks of zinc (lower 
section of chart) fel l to a new low for the year. 

Zinc buyers ere unable to obtain ~ny metal for del ivery 
this yee~, but are concentrating on January and February of 
lc~l, although there is very l ittle available tor delivery 
in those mo nths according to trade reports. Sales tor t he 
week ended November 23 were 7,000 tons, about equal to the 
~verege for the yeat•, compared with t he very low figure of 
~ . 000 tone in the previous week. The backlog of unfilled 
orders rose to 125,000, ano thel' new high for the year. 

New orders high deeoite textile drop 

Our index of new orders for the week ended November 16 
re~~ined at a high l evel, though s omewhat below theyeak 
re•obed i n the first week of November. (See Chart 6 . ) New 
order s for textiles have declined sharply since early 
November, causing tbe downturn in the combined index. The 
~rinclp~l factor tending in part to offset the reaction i n 
textile orders hns been 8 rise in steel orders to the high­
eat levels s i nce the week ended July ll. 

The demand for certe1n t ypes of gray goode laet week 
(not yet reflected i n our new orders 1ndex) h~e been st1mu­
l~ ted by expected Army purchases, according to trade reports . 
Drills, twill s, end coobed broadcloths could not be secured 
'or near by dell very. For s ome drills the earl iest deli very 
date was re~rted as late Uarch; for combed broedolothe, 
delivery in J anuary and Febru&rY was the beet available. 

113 
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•.:ee!:l;r business ind exes 

:Jue t o n sharp reaction in the adjuoted inde>:es of 
~r~l:,.ht c: .. lol'din::;s , the 1\el·: Yor l: Times index of business 
pc tiv!.t)' ror the week ended November 16 declined 1 . 6 
1
ointc rnd. t huc lost ne:>.rly nll of the eain made in the 

~~·~viouc t:eek . A& e. result the index stood e.t 109.9 ns 
co,•>r.re~. 1 ith 111.5 (revised) for the >~eel: ended llovember 9 
r.nt'. 109. 7 f or the 'leek ended November 2. (See Chart !·) 
Bn·1·on • o 1n<i.ex of business t'.ct1vi t;,r for t h e l·:eek ende 
.:ov~ •. ber l o rose to 120. 5 from 119 . ; in the previous week. 
Eotl. lude::en , 1 t ::ill be noted , c:;ceed those of the best 
: ee:: in October, 1ntl.1ce.t1ns that the riSe in industri el 
-,roiuct1on 1.h1ch carri ec'i the FRB index to t>. record high 
of l2o 1n Cctober is continu1n& during the cw·rent monte . 

Tee O'er.ter than eee.sonel decllne in rc1lrct>d trl'.ffic 
ur1n: t '!lc ::ee!<: ended ~;ov e::>ber 16, 11h1ch influenced the 

::e1. :!or!t Tices index, is r epor ted to hcve been due in 

114 

.,~.rt to rdve1•se ~:enther cond1 tione i n certt•i n o.reas . Ho,; ­
cv 1·, n ttore important f <.ctor 11as o.;>parently a faulty 
!'t:.t H t1Ccl adjustment for the effects of Election Day 
;·:tl.ch hrl r csl.!lted 1n '!'lus:r-l.nc; the indexes up to an uncculy 
·.1 ~h lrvel 1n the :>revi ous v:eel': . Cotton mill activity nl so 
<'.ccl.l.nc(. ::IOI' e t ho.n seo:conally durinG the 1:ee!~ , e.nd the ad­
~urtr~ ineex of a utomobile product i on sho1ed ano t her sub-
trJltit'.l decline desni t l' t h e caintena noe or actul'.l "lroducti on 

: r'lun,· t hP hl ::;hett level of the yeo.r . 

~:•e :Jost i o >ort ant fnctor tendinG somet·hnt to offset 
t:;e 'ccl1nes cent i oneci nco a t;:rel'.ter tho.n sensonel rise in 
lect1•1c _:o1 er out:>ut to the hiGhest fi gure on recori'. . 

':'!:~ :-.~Jueted index of luuber nroduction a lso sho>·eci a sub­
r.: :1t1t>l !'.in , ;·bile the :-.dJucted in~ e)( or steel i ngot 
:-o:uction roee to a poi nt cl1r;htly l'bove its 192? hl::;h. 

:>rel1::>1ne.ry detr. for t he t:ee:: ended :!ove:~ber 23 reveal 
~ fur t!,e1• sliGht contrR- see.sonnl r i s e in s t eel i r.~;o t ;~roduc­
tion ~r.ci t he 1' 1rst gain in the ac'.Jucted i ndel: of aut o:oobile 
.,:·ot't•ct1on since t he 1:eel': ended September 2S . Althout;h 
• ctvnl tlltomobile ''roduction shoHed the f i rnt substantial 
~eo line since t he ion~:; rise beco.n o.rounc\ mi d- August, the 
't·o·l t·as more the.n accounted for by t ho Thnnkseivine; holiday . 
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!!ISDlCTJI! 

M.t.D. , V.D. 

lo. 256 8IT!W'IOI! 115'211: 
lo• .. ber 2? , liMO, 
12100 M. 

!hie a111t&r)' ol~Uoo repor~ b bne4 b7 the IIU1t&r)' 

Iotelllcence D1rlo1oo, General S~atf. In •lev of ~he occaalonal 
incluoloo of pol1Ue&l lntoraaUoo u4 of op1Dioo 1t b clau1fle4 
11 Rettripttd.. 

I. Veatera Tbtattr 9/ Vq. 

1. J.ir Jorge 9perat1pQ! . 

Dur1DC 4&711sh~ of ~he 26th eaall o......, ralda occurred. 
o.,.r JIDcland. IAet o!C)lt the Oer- 11114e a brief haa'J7 a t tacit 011 

the Brbtol area u4 .-de 11sbt attaclto aleevhere, 1nclwl1D& LoD4oo. 

!/he O.raoo cleia hea"7 at tacite oo oh1pp1Jl&. 

'l'he R.A.r. boabecl lo 0.1'111&117 l aot olght and reaohe4 

the Berlin area, 

II, Oreek \'haahr of War, 

1. 0rouo4 Optpt ippa. 

!he Oree!c offenoin heo elowed clowo aocl 1o aaeUDC 
the bes1on1nc• of Itallao reolot anoe. '1'he Oreeko cont i nue t o acl­
ftDCI elowq oear' Posracleo, Italiano are reported to ha.,. r allied 
ao4 ado counter atteclte lo the area near Porto lcl4a, J'iptLD& 
wee reported aear PreaaU, .&A Itallu force It repor ted. ao oUll 

Cllt ott 1D the Plnclu.o Mouota1Do. 

2. Air Jbrgt Operatigpt. 

!bere wu a otroDC Italian aerial reaoUon 7 .. t u4q 
thro"Shout the coabat aooe u4 aa tar to the rear ao the Ial-• 
rlnr, fiM Ore*"llrltbh air effort appeared. eaall. 

It t . Mt4i'•rr·:··n .,, 'IE'P" , ,,,, 9t Jlr. 

lo crOUDd operaUODI r.port e4, the llrUhh boa1lacl l D 
l '-17, pre-bq furla or JU.lea, laa\ • t.ch'· !here ... 11Ul e 

air aotloa lJI .t.trioa. 

!W!Il!'P 
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~ .................. "~ /l::;.~._ 
W A aHtHOTOH ~ ?- r 

November :n 1 191,0. 

~~ 
J)e&r llr. Budd: 

o•.l.<i ~ 
4- tr:e- ... ~ 

On 11J;f ratum to Wuhington I !in your l etter or llo.-..ber ~ .. d 1 

2)rd on the subject ot ice breaJc1n& in be GNat L&kaa, to llhl.ob· L · " 

;rou attsehe<l a cop;r o! your lett.r o! Yl!lllber 16th to the eo.-~' 7'-""'1' 

mandant o! the Coast Guard , and a co ot a telegra trora ltr. I{;~ 

A. T. f'.ood o! tho Lake Carri.rs1 Asa iation. ~~!Aio&o~-

'l'bl.o utter "-s been thoro 
ll'aeaehe and other officers ot the ast Guard wbo are ran lar 

with the problem. It ie our conoi erecl judpent t"-t the poo­

aiblo advantage to the Lekee t rat c which might be gained b;r 

the t ransfer tree the Atlantic Co t o! o"" of the !our 110 tt. 

ice-breaking tuge which the Coas Guard poaseues would not 

justif)' the lo88 o! the aenice ot thie tug during the winter 

in eaatem harbore. 

Adlliral l'laeacho hu eel in his letter to you o! ~ 
lloYOIIIber 2)rd the urgent need or ooore ice-brealf:1n& equi~t '""'.-...J.J.:--....., 

on t he eutern seaboard than now pouosa. There 1a in addition I( 

YOr'/ serious doubt thot the o o! the Great Lakes channele 

could be IIIIIch expedited b7 th addition o! a ftsaal o! this tn>e~ ~:r-J .... ; 

to tho !leot ot three cutter which will winter 1n the Great ...._. 

Lakea and will be prepared trice break1ng aetirttiee in the ~(V-J-

apring. ProbablY more c be aecaapliahed b;r tbe Strait• ot ~ 

Uaekinac car ferr;r, which emplo;red with vor;r good rooulto tL .1 ~ 

in thia work in the spring t 19)7. 'l'bl.a 1a a ... cb largu- boat ~ 

than an:t ot our cutter• tar 1110re attectiYe in heeY)' i•• 

I realise tbat the 
esp0<1iall;r the movement o 
and you II&)" rel)' on the 
means to facilitate it. 

......nt or trattie in the GNat L&keo, 

iron ore, 1o ot ... ..,. great bportaneo, 

t Guard •a using OYer;r praetioable 

Secretar)' ot tho treaSUr)'. 

ltr. Ralph aldd, 
Tranopcrtet icn eo..1a r, 
The AdrtaorJ eo..1a 

to the CoancU or •u~ De!-, 
Fed.ral a.aerno &u1ld1•1, 

~,D. C. 

' 
' • • 
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November 27, 191,0. 

'101~ (J l~~ ~A~ 
It E II 0 R A II 0 U II (VJ[ f ;;;::J!J ~ 

Secretary Uorgonthau 

mlll: ~o;s~ ~~ rr-~ 
The attempt to have one or the 110 tt. ice-brealdns 

tugs sent to the Great Lakes be!ore tho ! reese-up is a project 

ot A. T. Wood, President o! tho Lake Carriers' Associ ation. 

Ho tried to got tho Coaat Guard to do it by direct negotietion 

•ith l'laeache and then went to Ralph Budd, nth the result that 

&ldd first wrote to Captain Chall<er and then, at Waoacho'a 

direct suggestion, addressed a letter to you, I have talked 

to l:'aoscho at length and to !.lauel"'!!&&l, who fol'lllerly ~ed 

t he ESCANABA on Lake W.chigan , The project doun• t ...Xe eenae. 

At best we llf.ght s&Ye a ~ in opening the Saint l:&ry Ri.,.r 

at tho cost of a .,hole winter• a service or the tug in N"" York, 

Boston, the Delaware or the Choaape&l<e. 

We are, hcnruer, in a bad way about our ice-breakera. 

Tho Coast Guard baa been attau~ting to replace sa.o eighteen 

oN<>lote tn>e or tugs nth a 110 ft. tug which hao a cuta•q 

reinforced bow and mal<oe an excellent harbor ico-bro&l<er. 

l'le no• han Just !our boats of this type, t,.. in """ York, 

ono at Boston and one at Philadelphia. ll'o should have a dozen. 

There were !our in last ,.oar's budget, strictly aa a replace­

ment item, but they wore cut out by tho ~dget under tho 

general order not to pomi t &n;~ new ehipbuilding. Four are 

incl uded again in this ;roar' a budget. The II&Y7 1e quito in­

siatent about keeping tho channel open to the 'Haahi118ton li&TY 

Yard thia winter, sa you would expect th• to be, It wo get 

a bad winter we are going to have a tough job keeping open 

the channels that the A~, l~v;r,and Oo!enae Comalaaion will 

want to open and we shall have to uee a lot or uneuitable 

oquipHnt for tha work. 

Two o! the three cutter• which will winter on the 

Great Lakes are or the type best suited atnOng t he big cutter• 

!or ic.-bnoalcint; they wore built with that in vi..,., but are 

not quite &a efficient tor restricted channele and harbora as 

the """ 110 tt. tugo . 
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THE ADVISORY COMMISS!at TO~ COUNCIL OF NATIONAL DEFENSE 

1"1DERAL - IIUIU)INCI 

WASHIIItOTOII, D. C. 

..,..,.,.,. 23, 1940 

... cl ........ Sem'etarTt 

I a atteoM,. ~.....S.t.b a OCIPT ot rq 
latter ot louwber 16 ....t talaCrM of loneer 
23 OD t.ba ...,jeot ot prort41Jic aclaqQata MI"Uice 
tor b realr:1Dc ice 1D t.ba Qreat x.Da ...,l;r DGt 
apriDc. 

Tout uaiataDce 1a reapecttall;r 
requaatacl. 

~r--- /'0, ..._,.( A_ / 

lalpb Blldcl 
traupart.&tiOD eo.iaai ...... 

~ 
.t.tbd ta (2) ,o 

~~~ 
q~~ 
- ~ , JI.f """" 
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(X) PI 

No..-ber lb, 1940 

ec.-nd&nt. Ooa t Ollard 
u. s. TreatNJ7 Departaent 
Jashingtcln, D. C. 

Dear Sir: 
l.ttention: Cept&in L. T. Challcer 

The c.-lldil.t that eerioul,y concema the Traneporta­
tion Division ot the Advisory cao.iaaion to the Council of 
llational Dotenoe ia iron ore, 'llbl.ch, aa you perhapa know, 1a 
largel,y mond via the Great Lalceo, In othel" '!lOrds, approrl­
matolT 85~ or the iron oro conouud in -riean turnaceo 
moves !rom the head ot the lekeo to tho lowor lake porto. 

There hae •een in .... roapecta thia -on the lar1eat 
•••-nt ot h'Clll ore in the biator)' or lake trattic, and ..t tb 
t.M posa1b111ty ot increased steel producUcn in the TeAr 1941 
along ..t th the lo .. ot cartain lake tonnace durinc recent otoru, 
there ..tll be required a creator etticienCT ot operaticna ot 
tbo lake ear..-iera than haa heretofore been experienced. 

One or the conditions that ..tll p-eatly aooiat in 
acco111pl tihing the nocaaoary results .ill bo the opening ot 
navigation aa early aa pooaible in the apring ot 1941, 
and Uke..tae, uintaining open navi&Ation aa lata a& procti-
cal the following toll. rou, of course, know of the anilable 
ice~roakera and the locations at which they ..tll be able to 
accoaplloh the boat r41oulto. Tberotore, under the cir~tancoa, 
J ..tll be plea~ed to b ... a you giYe thia allbjoct MriOWI cooaidlro­
tion, ..tth the idia ot aOYing such onilable 1~reaker8 •• are 
consistent to the atratagie locaUona on tho Great Lalcee to 
i nsure their availability next apr1."1• 

• 

, 

Your a ainoerely, . ' 
Ralph Bwld 

Truapc>rtation cao.iaat · " 

• 

I 
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CLEVWHD OHIO 

KARL 11. FISOiER NOV 23 AM 10 39 
NATIONAL DEFENSE <X>IOOSSLON 20252 FEDERAL RESERVE BLDG. 

REYEREIICE IIR BUDOS lETTER TO ~'II.ANDANT OF COAST GUARD 

!lELA Tl VE 'l'!WiSFER 1 CE BR&AKI NO TOO PROII COAST TO 

QREA T LUES FCI\ POSSIBLE SBRVI CE NEXT SPRING All ADVISED 

CAIIADU!i CAN.lLS IN LOWEll STUliREIICE RI VER 'IIILL CEASE 

OPmATIONS !iOVI!IIBBil !9 Iliii!DI.lTI ACTION NECESSARY IF 

tCB BREAKER IS TO REACH LAKBS TliiS rEAR 

A.T.WOOD 

• • 

• 

' 

, 
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SubJect: 

(1) 

(2) 

(3) 

(4) 

(5) 

Prennred b;y : Mr. ':\!mer 
- !~r. Mun>h;y -

• l<lr. P.M. I I 
TREASURY DEPA~TMENT 

INTER..OI'I'lCE COiolloiUNICATlON 

DATI NoTember 27, 194o 

Reoe DenloJ)IIenta in the High--grade 8eour1 ty Mar­
ket e. Analyaie ot Allotaente ot Cash 8ubsor1ptiona 
to Government Seourit1ea. 

S1noe the end ot Ootober the prioea ot Treaeury bonde 
have rhen aarkeclly (Chart I) . The average yield ot 
long-term Treasury bonds, moving invereely to prices, 
etood at a new all-time low at yesterday'• olooe 
( Ohl\rt II) . 

Snles ot Government aeouritiee by the Federal ReaerYe 
Open Market Account have aaounted to $115 ailliona 
s1noe Ootober 30. Weekly reporting member banke in­
oreaeed their holdings ot GoTernment eeourit1ea by 
$22S millions in the tiret three statement weeke ot 
November. 

The yields ot long-term Treasury bonds have deolined 
farther below their preTioua low tor the year on 
April 3 than the yields ot ahort-tena bonda (Chart III) . 
The yield& ot Treasury notes are at1ll above those ot 
1eeuee ot like term on J.pr1l 3 (Chart IV). 

H1gb-grade corporate and munioipal bonds have reaohed 
new all-time high pr1oee during Noveaber (Charta II 
and V). The Toluae or new bond 1eeuee in the Hew torlt 
market during NoTeaber will probably be the ..alleat 
tor any aonth th1a year exoept June. 

IndiTiduala and truat aocounta and ineuranoe oompaniea 
have reoeived larger percentage allotments ot oaeh ia­
euea ot Treasury bonda in the paet three years than 
they haTe ot oaah iuuee ot Treacury notea and ehort­
tena guaranteed obligation• during the aaae period. 
Banltel on the other hand, haTe reoeiTed larger peroent­
age ~lotaenta ot the aborter eeouritiea (Chart VI). 
The data tor allotaenta ot oaah eubsoriptiona gbe a 
rough indication ot the relative degree ot abeorption 
ot long and ehort Government 180ur1t1ea by •real eav­
ings• and by 1 ored1t ~aneion•, respeot1Tely. 

• 
' 
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seoretar1 Morge11thau - 2 

I. 

5111oe the beg1nn1Dg ot Jnaber, \he pr1oee ot 'l're&II\U'7 
bOnde have r1aen to new reoord b1ghe. 'l'reaeul'J' notu haTe 
r1aen alao, but not in proportion to the riee ot bonde. Xoet 
ot the r18e in priou ooolll'l'e4 dllriog the tbre&-d&J period 
Jloneber 6-S. Sinoe then, the ll&l'ltet hae aoTed rather 1rregu­
lar1r. Prioe ohangu ot 'l'reaeur:r bonda and notu are ehOWll 

in Chart I. 

1.29 

!'he anrage ;rield ot 10118'-h~ Trea.ur:r bonde, Wbioh 

11oyee 1nnrae1:r to prioee, on loYaber 1, tirat eqll&lled the 
preYious all-tiae low of 2. 07 peroent eatabliahed June 5, 
1939· Br NoTember 26 it had deoreaeed to a new low ot 1.92 pe~ 

oent (Chart II). 

II. Banlt Bolding• of Gonrnaent Seour1t1u 

!'he Pederal ReeerYe Open Karltet Acoount hae oont1nued 
during NoTeaber to reduce ite hol41nge of GoYernaent eeouritiee. 

SUoh holdinge a a of Tu.eeda:r 1 a oloee aaounted to $2,2111 alll1ona, 

ae compared with $2,333 ailliona 011 Ootober 30, a net 4eoreaee 
ot $115 ail11one. Of th11 aaount , $72 a111ione were bonde and 

$43 alll1one were 110tea. 

Change a 1n the GoYernaent eeour1 t:r hol41nge of waeltl:r re­
porting member banlte between October 30 and Jovember 20, the 
1ateet date tor wb1oh figure• haTe been reported, are ehovn 1n 

the follOWing table: 

I Banlte in Banke oute1de 
I lev Yorlt 01t:r lew Yorlt 01t7 

I 

(In alll1one of dollare) 

fre&ellrJ bUb • ~1 - 3 

freaeur:r notee 5 • 26 

Treaeurr bonde +109 - 13 

Guaranteed eeour1t1ee +_]Q •-1 
Total + 215 • 13 

' • Regraded Uclassified
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seeret&r1 )(orgentbau - 3 

It would appear probable from the table that New York banke 
acquired all or moat Of the 'l'reaeurr bonds sold blf the Federal 
Reserve Banke, and that banks outaide New York were the prin­
cipal purobaaers of notee. The inoreaee in holdings of guaran­
teed obligations, aggregating $73 millions t or the tw~ groupe 
ot reporting banks, retleote in t he aain the eale ot the new 
iasue of USHA notes whioh amounted in al1 to $117 millione. 

III. Relative Movements ot Different Maturity 
Claeaea ot Government Seouritiea 

It baa been pointed out in an earlier aeotion ot thia 
11uorandum that the pri ces ot 10118-term 'l'reasurr bonds attained 
new al l-time highs during the month ot November and that their 
y!elda have oorreepondingly fallen to record lowe. The preaent 
oos1t1on of t he market tor Government eeouritiee, ae compared 
with ita posit ion on the dates of the previous high and low 
prices in 194o -- J.pr1l 3, the high before Norway and Denmark 
were invaded, and June 10 , the. subsequent low-- ia ahovn in 
Charta I II and IV. I t will be seen that the rielde on long­
term bOnds hive deoreaeed relativelr more t han those of ehor t­
ter:n bonds from the levels ot April 3 (Chart III ). The r ill de 
ot Treaaurr notes, however, are at the present time still above 
those ot 1esues ot like term on April 3 (Chart IV) . 

IV. Other Domestic High-~ade Seouritiee 
I>Ui'Ing ll'ona er 

Like 'l'reasurr bonde, high-grade corporate and mun1oipal 
bonds have reached new higha during November. The rise ot 
corporat ea was leas marked than that ot Treasury bonds 
(Chart II). Munioipale ron sharply in the tiret full wuk · 
or November, but have einoe declined elightly (Chart V) . 

Deepite the strength ot the aarket tor high-grade aeouri­
tles, the volume ot new bond offerings in the New York aarket 
during November will probably not exoeed $&> mill1ona. Th1e 
will be the emalleet monthly volume, except tor June, in 19~0. 
According to the Wall Street Journal, however, the volume ot 
new financing in Deoeaber proaieee to approach, or even to 
eurpaaa, the October tot~ ot $41~ oilliona, the previoua hillb 
tor t he rear. . 

An 1ntereeting e1deligbt ot the aarket in new eeourit1ee 
mar be r ound in the tact that the southern Calitorn1a Edieon 
1eaue, offered in October, ie nov tell1ng about one po1nt 
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above its ottering prioe. 
slowly, and va a quo ted at 
prioe. 

fhia ia1ue vhen tirat offered moTed 
a elight d1aoount from the offering 

ACcording to press oomment, an iJlnortant addition to the 
volume ot private plaoemente v111 probably be made in the near 
tuture when the American Telephone and Telegraph Companr plaoee 
an 1eeue ot about ~100 m1111one, tor vhioh negotiations aro nov 

1n progreee. 

v. Analyaie of Allotment• ot Caeh Subscriptions 
to OOTernment Seouritiee 

In view ot the Treasurr' a probable financing needa i n the 
near tuture it is interesting to examine the proportions ot 
recent cash otteringe ot Government eeour1tiea allotted to 
v~rloue olaesea ot aubeoribera, v1th particular reterenoe to 

the et~eot ot the maturitr ot the iasue upon the class ot eub­
sorlber. Chart VI ehova the peroent ot eaoh cash otter1ng ot 
Treuury bonds in the past three yea1•a allotted to banks, to 
1neurance oompan1ee, to indiTiduala and tru1t aooounta , and to 
other eubsor1bers, and a corresponding d11tribution ot the 
allotments ot the oaah otteringa ot Treasury notee or abort­
term guaranteed securities issued at datee moat nearly corre­
sponding to those of the Treasury bonds. 

It v111 be seen that ind1Tiduala and truat aooounta and 
insurance oompaniee haTe received t a r larger percentage allot­
menta ot Treasury bonds than they haTe reoeiTed ot the aborter­
term securities. Banks, on the other band, have reoeiTed aub­
etantiallr larger &llotaente ot the aborter--term eeour1 t1ee. 

The percentage allotted to 1all others• baa been about 
the same tor bonds ae tor nhort er eecur1t1ea in eaoh ot the 
laet tvo i eeues, aaount1ng in each caee to sligbtlr leas than 
one-tourth ot total &llotaanta to eaoh olaaa or aeour1 tr. • All 
other• eubaor1bera include dealer• and brokers, non-tinano1al 
oorporat1ona, and t1nanoial oorporat1one other tban banks and 
insurance companies, as vall aa unclaee1!1ed subscribers. At 
the last oaah offering ot eaoh olaae or aeouritr1 _de&lera and 
brokere accounted tor about 7 peroent of total ~otmente, and 
non- tinanoi&l corporation• tor about 10 peroent. 

The percentage di1tribution ot &llotmente to the aoat re­
cent cash otter1ng or 'i'reaaurr bond a (the 2-1/41 • or 1954-56 
ottered in Jlllr) and to the aoat nearlr oorreepondiag offer-­
ing ot ahort-te~ aoouritiea (the 000 note1 iaaued in Auguet) 
are oo~red in the table belov1 

, 
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OollJ)&r1eon of .Ulotaente of Oalh llub­

eor1pUooa to 'rreaau17 Bonde of 19511-56 and 000 
lotee of XaJ 1, 1943 

Olaee of aubeor1ber 
'fraaau17 I 000 

bonde : no tee 

(Peroent Of total) 

Oouero1al banlte and truet 
ooapan1ea !1 6o 

Sadnge banlte ~ 

.Ul b&nke 44 66 

Insurance oompan1ee 17 7 

Ind1Y1duala and truat aooounte 15 4 

.Ul others 24 ...ll 
100 100 

1.32 

The pr1no1pa1 Tallie of t.he &boYe f1guree oonehte of t.he 

1nd1oat1on vh1oh t.he7 give of the relat1Ye degree of abeorption 

or long e.nd abort OoTernaent eeour1t1ea b7 •real aaY1nge1 and 

b7 •credit expane1on1 , reepeot1TelT• Unfort1111atel7, the etorT 

which thaT tell 11 not enUrel7 olear. It 11 pro'babl7 oorreot 

to aeewae tbat t.he allotaente to 1nauranoe ooapan1ea, to 1n­

d1v1duale and truat aooo1111h, and to 1all other.~', exoept 

brokera and dealere, repre .. nt abeorpt1on bT real aadnge. !he 

pr1no1pal d1ft1ollltT 11•• 1n allotaenh to b&Dite. It 11 aa17 

to NT that allotaente to aaT1nge bankl repruent abeorpUon 

troa real aart.nge, 11h1le thDee to o-ero1al banke repre .. nt 

abeorpt1on troa oredlt exP&De1on. !hie 1e not ent1rel7 ao­
ourate, howeTer, ae ooaero1al b&nke plaJ oTer t.he sreater part 

ot the Ullion tha aaae role 111 u.rlhall1ng 11141T1dllal aaT1nge ae 

1e Pl&Ted in tha nort.haaetern part of tbe oolllltrT b7 1111tual 

a&v1nga banlte. It ie probabl7 ooneerT&t1Te to &81\lal tbat an 

an aaount of tha allotaente to •oo ... roial banke1 •• lara• •• 

the total allotaent to •aartqe b&Dite1 MT be &811ped to real 
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eadnge. On tb1a auUIIPt1on - and auwa1.ng turther that al­

lotsente to brokera and dealer• are ultlu.tel;r plaoed 1n the 

aue proportion aa all other allotaente -- about two-tb1rda ot 
;he total allotnente of the !reaaur;r bond and about lio pe:r­

oent of those of the ahort- t era aeour1 t:r were to •real e&Tera•. 

Allotsenta, of oourae, do not neoeaear1ly 1nd1oate the 

final 41atr1but1on of hold1nga. The peroentage 41atr1but1on 

b;r matur1t)' olaeaea of 'l'reuury bonde held by oouero1al banlr::a 

__ the only olaae of 1nat1tut1on tor Wh1oh auoh 1nforaat1on 11 

avallable -- a ooorde fairly oloaely, howl1'er, with the orig1aal 

allotaunta of auoh aeour1 tie a. 'ftleae data are ahown 1n the 

follov1ng tabla: 

l'eroant of the Total l'rintely Held Marketable 

Supply of Treaaury Bonde Held b;r Inaured Co .. eroial Banke 
June 29, 19~ 

Bonds aaturing: 

W1 thin 5 year a 

In 5 to 10 ;reare 

In 10 to 20 years 

.lfter 20 yee.ra 

51 

~3 

33 

31 

F1nall;r, it 1a 1ntereat1ng t o note the effeot of the offer 

of preferential allotment to subscribers tor $5,000 or leee Who 

are wi l l ing to accept delayed deliTery in register ed bonds, 

flllch allotzunte aaounted to about $39 a1ll1one, or about 6 per­

oent of total allotments of the laat caah iaaue of Treaeury 

bonds, Of tb1a eua, tJO a1ll1ona were allotted to 1nd1v1duala 

and truat aooounta. !hue, out of total allotaenta to in41Tiduala 

and tru•t aooounta ot l lj . 5 percent of the i aaue1 ~.S paroent, or 

almost one-third, conetituted preferential allo~ente and 10.7 

percent, or about two-th1rde, ord1ne.r;r allotaenta • 

• 
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OOIJIIID!W. 

fo 1 '!'he Secrotu7 

J'loo~l llr. ToUDg 

Rei .AircrAft Stan4Ar4Iut1on 

Ill reopoDao to )"'ur .. aaaco t o lira. nota of l on a'bor 18th 
r-ath~g tho eoat clarlQ& uuploa o! lack of cooN.ID&tioD OJ>4 
daa1sn on both o~~SiDea and plaua aa botw&D J.nt:t """- laT7 """­
EIIglhh, llr. l!ucklo7 in rq a.banco l &at nell: CCDIUltod with 
Mmiral 'l.'owera, Ge,..ral Spu ta, .ba1atallt Clhiof of tho .Air Corpa, 
and .Air Co.aodora Baker of tho 11rit1ah Parch&a1Q& Coaoioaion . 

1.40 (/ 

A1 a reault ot thoae requaatl, me.arandA were reoe1YI4 troa 
llll throe peraono, but thooo .....,rallda do not diraotl7 a.Dawer 
)'Our raqueat aa tho a111pllaa1a i n each caaa 1a throw on tbo ao 
'!>locaa wllera at&Dd&rdhatioD 1a cm-rantl7 achhnd. .At tho praaant 
tiM tho ......,. h MlciQC a 4ato1lo4 ourTrq of 41ffareDCoa between 
lla'flll. &irpl&neo OD ord.or OJ>4 tboao oithor purch&aod or t o be pur­
c:llaaod b7 tho BriUah. ID tho .,.. .. of tho I&TJ-, at.,.,.....dl .. UoD 
ao fu ao practical hat. booD llllJ'OOd upon aa a roltllt of collfor­
tncoa i c tho caao of tho Conaolidatod PBT!i, tho 11rowator 1'21.-3 
flghtor, tho Browatar D2A-ol purouit boa.bor, tho o.-- :HJ'-3 
rlj~htor, llll4 tho KarUD PIIM3 boabor . 4 collfaroDco 1t tantat1nl7 
achedulod for tho atODd&rd.isatioD of Oonoolidatod PBzr-3. 

With reopect to tba .Ara7, otandardisat i OD lo ao coeploto a o 
po oolblo OD tho Couol14atod :&-36 and 1a boil~!!: achloYod OD tho 
Nart1n B-26 M4iua boabar """- tho :Do"Q&lU .t.-20 light boa bar. 0Do 
probloa h&ro 1o that on all boabardaollt &irplaDOo cortaiD 41ff1-
cult1oo &rho troa tho bolll> ol-'>t I.JootauatioD. 111 o441t1oD, tho 
Curtios P-4011 1o -lotal7 at&A41U'41so4 """- &rrt.lll!:.....,.h aro boillc 
aodo to ot&Dol.ard11o OD n parlMDtal 1104oh. 

'tho probl• of atandar41utioD - • ' bo oUacltod troa two OQCloa ; 
flrot, rroa tho ataDdpoiat of curroDt protaotioD, aa4, oecoDdlT, 
troa tho otaDdpoiDt of tuturo prodnct1oD """- OOIIpO,..Dt parte . 'tho 

&t\aolc OD CUI'rODt pr OdUOtlOD io 11J14ar W:to aa4 tho Arrq• IIIO)'-Britiah 
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Aircr slt St&nderdisfttion Co .. ittoo io aeetin« resularly &D4 doia& 
jlOOd writ. !>ton t hh viU 'be expedited when the Brithh export. 
ftrrin trc• lngl&Dd. 

H •••• to •• that ottiii4Ardhation 1n U.. futuro """ only 
be achieYed t.hroup ot&D4ardilatioa of COIIpOIIIDt t>trh where there 
ere nov baaic dlffet"ODCOI, So .. of thuo dlffornc .. are cau.od 
b7 oporoUODAl roquirounta &D4 - by contlictinc tlljl;inaeria& 
11114 technical eonoideratioao. 'l'ho technical arcu-nte """ bo 
ironed out, but in~ inotancoo tho Dl"rational roquiromonto 
cMno t bo eoaplotoly ol1aill8tod , 

An •-lo of M oporatioul requirement h tiro prouuro. 
Tbo Br1t11h nood lev tiro pr01ouro becauoo lblglhb o.irfioldo "'"" 
owl, part p ... turo or part dourt , whereas .U.ricaa oirporto ... 
voll oquippad v1 th eoncroh rua~o, lN"~ uoao, &ad require high 
tiro prooouro. UDfortunAtoly, this chaAse in tiro prooouro in-
YOh .. clut.npo in bade ~ aacl tuoo~ coutruction in all cues 
vhoro ret....,Ublo laadlng coar h uoad. J'urthar, ot&D4ardlsatioa 
can bo achinod rol&UYoly oillply 011. pursuit ohipo IUI4 other oiailar 
t ypoo, 'but it bocoa .. a ...,b 110re eoaplu probloa on the larger 
sllipo oopooially vith roopoct to boab oto-. boab oishh, rodio, 
cun calibru, turroto, ox:rcon, caaoru, barroc• cutting equipment , 
etc . 

It would •••• that on all tuturo ordore otandarcli•otioll. could 
be 8Ch1end more quickly 1f thoeo bade co~~poll.onte varo ot&D4ar4hod 
!lrot. H 1o 111 bollof thAt t ho Ar~~J-IATY-Br itioh St&D4ardloat1oll. 
Co•ittee h 8Ch1eYiQ& otandardloat1o11. ao rapidly oo pcuible on 
plenoo already in productioll., but that Uttlo en bo dono for tho 
aoaont to increase the otaaderdloation p8CO, 

-t!t. 
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SubJect: 

TREASURY DEPARTMENT 

WAIHINGTON 

Plan ot procedure to uee tor detecting industrial 
bottlenecks and abnoraal price increases . 

1. What is a bottleneck? 

two different meanings have been given to the term 
•bottleneck. • Froo t he standpoint ot national detenee alone, 
a bottleneck would be any shortage or capacity in an industry 
\Jh1oh mi ght pr event completion or the full defense require­
cents w1th1n the required period or time. Th1s limited view 
1s held, tor exacple, by many in the steel industry, who be­
lieve that through the uee or prioritiee and civil ian r at i on­
ing t he defense program can eventually be completed Y1thcut a 
bottleneck developing in steel . 

Free the broader viewpoint ot national 1ritereat, Which 
concer ns itself with t he f ull employment ot our labor and our 
i ndustrial resources, the definition of a bottleneck must be 
extended to cover any ehortage ot capacity tor meeting civil­
ian aa well ae defense neede w1th1n the time required tor 
co=pletion ot the armament program . 

2. How cen bottlenecks be detected? 

A bottleneck oocure whenever the capacity ot an industry 
1s insufficient to meet the actual volume or demand tor the 
given product within the r equired t111le. Ordinarily thie re­
sults in prices or t he product being forced up under the com­
petitive bi dding ot buyers until some ot the bidders drop out 
or defer their buying, thus limiti ng the volume ot sales to 
the induetry'e capacity. 

Three methode ot aetecting bottlenecks are available. 
To de t ect a bottleneck before it oooure, giving aaple time to 
develop new capacity it neceseary, an industry survey is 
needed. This must determine (a) the production capacity of 
t he industry and (b) t he amount and timing or proapeotive 
defenee and ciVilian orders. A lUitation on the industry 
survey method is t he difficulty ot determining actual capacit y 

1.42 
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ot an industry. Estimates are likely to differ rather widely 

and to vary with the personal bias ot the eatimatora. Further~ 

more , they are usually expressed only in terme ot plant oana­

oity, without consideration ot possible bottleneck& in other 

production f actors, such as labor or materials. 

A second method, designed to indicate when capacity ia 

beco::ling over- taxed, is baaed on periodic surYeys ot the 

length ot time required tor delivery on new ordere tor ae­

leoted products. For example, it an order tor structural 

eteel can normally be delivered in tour veeke, and nov re­

quires eight weeks, it indicates a definite strain on the 

capacity tor producing structural steel, vh1ch oan be meas­

ured !rom week to week. It Will be noted that th1a aethod 

takes into account not only plant capacity, but all tactore 

nttecting the rate ot output. It serves to indicate capacity 

bottlenecks in their early st&«ea. 

A third method involves watching the price movements ot 

individual products tor signa ot a bidding up ot prices due 

to supply shortages. 

3. Procedure tor detection ot bottlenecks by industry surveys. 

The Bureau ot Reeear~h and Statiatioa ot the National 

Defense Advieory Commission 1a engaged i n making detailed 

eurveye ot industries important in the defense program, to 

deter=ine t he capacity ot each industry, the proepeotive 

detense and civilian requirements by years, and the extent 

to wbioh bottlenecks are indicated. 

Summerlee ot confidential tenta tive surveys made t or 

eteel, aluminum, ~ino, copper, and apparel wool are appended 

ae Exhibit 1. Oonolueiona arrived at tentatively tor each 

ot these product s are quoted below: 

Steel. •It would appear that .•• more than 94 lll1llion 

net tons >nll be required in tiaoal year 1942. Roughly, 

steel ingot capacity is estimated at approximately 82 mil­

lion net tone. Therefore, it is obvious that it the above 

reqUirements nre in any way correct, there will be a very 

marked shortage ot steel 1ngota in tiaoal year 1942. Alao . .. 

there ia every likelihood that the level ot •teel needs be­

tore t he close ot the present fiscal year will be considerably 

in excess ot ateel capacity.• 
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Aluminum. "It ie obvioue that the past capacity of the 

aluminum Industry will be far from adequate i .n meeting the 

antlc1pated military, Britl&h, and civilian neede. . . . • Th.e 

smelting capacity of the aluminum induetry, it hae been an­

nounced, is to be elq)&llded subatantlallJ. There is atlll very 

aerioua doubt that the proposed expansion will be sufficient 

and thl a comoodlty, no doubt, deserYee further consideration:• 

Zinc. 'According to these data it would appear that 

abortagee in zinc ma7 be expected within the next six to nine 

months. . . . • Within nine montbe direct detenee needs will 

be expanding r apidly and i t would appear that existing ca~ac­

itY will not be sufficient to handle this increased load. 

Copper. Conclusions ae to adequacy of copper capacity 

not given. Requirements estimated at 1,980,000. abort tone in 

calendar year 19~1 and 2 ,150,000 abort tons in t942. 

~~~~~•Supplies i n the leading export countrlee 

~• r om the point of view of foreign capacity 

the requirement& raiee no problem. . . . . There 11187, 

however, be a real problem i n obta ining shipping to handle the 

grea t17 increaeed 1moorte needed to cover our expanding re­

qu irements. • • • • In oase or a ehortage in the finer gradea , 

lt might be neceesary to increase the use of coarser grades by 

tbe civilian populati on. • 

Studiee have alec been made for coke, hides, tiberglae, 

and magnesium. Commenting on the results or these eurveye, in 

a confidential memorandum, Mr. Staoy May saye: 1 In view of 

our ef forts, we believe that definite shortage problems are 

going to be encounter ed in the fields or steel, aluminum, 

copper, tino, wool, a nd coke', Thia does not mean that euoh 

shortages cannot be overcome b7 expanding etock piles or pro­

ductive capacity, but it does appear that unless very draetic 

meaeuree are taken, these raw materials may come to the atten­

t i on and consideration or the Priorities Board. " 

Surveys of thle type are being continued, and the r esults 

will be made available to the Treasury ae atudiea are completed. 

4, Procedure for detection of bo t tlenecks by watchlng lengths 

of delivery periods. 

For watching the capacity situations 1n individual in­

dustries, the purchasing agency for n11.tional defense should 

devel op a procedure to obtain regular reports !rom manufac­

turers showing how many weeke would be required to make delivery 
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on addi tional orders a t that t1me. From such reports, aver­

aged t or a group ot manufacturers ot each product, indexes 

could be worked out to indicate where production capacity was 

ceinz aubject to increasing strain. 

suoh an index woul d be computed as a ratio ot (1) the 

n~ber or weeks required current ly t o make deli very on a new 

order to (2) the normal number ot weeks required t o produce 

tbe article. An index of 200, tor example, would show t hat 

the industry had orders on hand equal to tWice its producing 

ce~city, based on the realistic Judgment ot corporation 

executi vee. 
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For certain products, some intormation ot th1s nature may 

be obtained t rom trade r epor ts. In the steel indust ry, t or 

exacnle, weekly trade periodicals ment ion changes in the deliv­

ery situation on oertni n basic steel products i n the various 

steel districte. A sumaary tabl e shovi ng changes i n t he deliv­

ery situation on steel bars f r om September to November i n the 

!'Htoburgh, Cleveland, and Chicago dist rict s is appended ae 

EY.hibi t 2. 

Similar i ntormation may be obtained from dat a on untilled 

orders in compari son with production or shipments, where such 

dnta are available in published torm or can be obtained trom 

confidenti al reports. The published f i gures on steel eh1pmente 

by t he U. 8. Steel Corporation combined >~th t he figures on new 

orders >th1oh they report t o us oontidentially, enables us to 

calculate changes in the backlog ot untilled orders ot th1s 

company. Adding these t o a figure be tween 2,4oo,OOO and 

2,500,000 net tone reported by the Chairman of the Board as 

the backlog at the end ot July 194o, we may calculate the ap­

proXimate t otal untilled orders ot the U. s . St eel Corporation 

at the end ot each month. (Exhibit 3.) 

Untilled orders ot this oo~pany at the end ot October, ac­

cordi ng to these calculations, were equal to about 1 3~ montha' 

8h1pments a t the October rate. Sh1pmente i n tha t month were r e­

ported as equal to 95 .8 per cent ot the Corporation's capacit y. 

Uhlle th1s, by iteelt, does not indica te a bottleneck, the eig­

niticant taota that provi de a basis tor much concern are (1) the 

ctecdlly gro•~ng backlog ot unti lled orders, and ( 2) the t act 

that , according to the steel survey ot the N.D.A.O. dated 

llovember 12, 1 tbe impact ot the Detenee Program has been felt to 

only a minor extent to date. • Vh1le new orders current ly are 

runni ng substantially above capacity, the operating rate ot the 

Corporation baa t allen back to 98i per cent atter reaching 100 

per cent of capacity i n the first week ot November. 
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5. Procedure tor detection ot bottleneoka bz watohing pr1oea. 

'llhole ... la pr1o .. ot 28 baa1o raw •ter1ale, ot wblch 16 
are industrial raw material• , are aYailable daill troa the 
Bureau or Labor Btat1et1oa. We h&Ya prepared a oh&rt 
(Exhibit ~) ehowing (l) the general trend• ot raw 1ndua~r1al 
materlil and toodetutta pr1o .. , a.nd (2) peroentaae change• 
i n 1nd1Yidual pr1oea tor the 2S ooaaoditiea, troa their 
Auguet 19110 low to two eeleoted reoent datee. TbJ.a ahould 
proYide aoae indioation ot ahortagea in aYailable auppl1ea 
aaong the leading raw material&. 
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For a broader liat ot produota, including manufactured 
and aemi-manutsotured goode as well aa raw aateriala, wholeaale 
price 1ndexea are publ1ehed weeklz bz the Bureau ot Labor 
Stat ist1oe t or 10 aaJor groupe, and are a•a1lable oontiden­
tiall l on a weeklz bae1e tor 49 eubgroupa. (L1ated in 
Exhi bit 5.) 

A chart will be prepared tor eaoh aign1tioant maJor 
group in the all-eommod1tz index, ehow1ng price mo•eaente 
i n the ee•eral eubgroupa. EYidenoe ot a price riae deYelop­
ing in anz aubgroup can then ba cheolted to deteraine what 
i n41•1dual coamod1tz 1• r eapons1ble tor the riae, and whether 
the prioe upturn 1n that ooaJIOditJ ia due to a ehortage ot 
oapacitz. 
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THE ADVISORY COMMISSION TO THE COUNCIL OF NATIONAL DEFENSE 
FEDERAL RESEmfl: IIUII.DING 

WASHINGTON, 0. C. 

No,..aber 26, 19.0 

~. Ooor&• C. Ha&a , 
Dirootor of Roaooroh and Statietioo 
Trouury Deputaent, 
rluhingtoD, D. c. 

At llr. liay' a roqu411t I &a onolooin& oop1411 ot ro­
porto we pro porod oo oOToral raw utoriala . In tho t irot plooo, 
it 1o iloportont to -haoho tho taot that th4IIO roporta oro al>­
ool\ltoly aoorot. SocoDdly, and porhapa inoooohtontly, it io 
nry important to etato that all the ti&Uro• oro very tontotin 
and o\lbjoot to rOTiaion. Tho turthor we doln int o tho eo\lroo 
material upon which such report1 a.ro baeed, the acre heJ1tat1on 
wo ha ... toword diotributing thaoo roporta. 

Yo" will notice th10t all the roporto are on a fieoal 
yo&r b&aia except the one on copper, which 11 &i•en for calendar 
ye a..ra. AI .a tranalate the baaio requirement figures into more 
oatiofaotory time oohod\lloo, it will bo pooaiblo for uo to pro­
aont time echodul eo of raw materiala for ahorter intervale than 
yeara . 

WO hopo tho se brief roporto will bo ueetul to you, 
Uld. • • know you will appreciate their aeo .... t character. 

Sinoeroly youra, 

Ro~ .Nathan 
Bureau ot Reaearoh and Statietica 
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lac l wt .... rl .. alll\U7 • •• ·- ...... ,. -h ....... 

\lila llatoa• Ooaalaol• lo ,nuau .. i'llfl'lr \0 ,..,_ tllh ,._ ooa•U· 

' """' ........... la ........... adll\ai'J ~....-•• 
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ftel ... bfz I. J. JMJ • ¢pte 

1M It••- ateel lap\ ..... d \lie .U. 1M...,._._ r. T. 

lMleppnprlaU- eat .aMn•U-, belUlft d ..n...tl• at aU 

._ .... ...,. ldlltu7 ...... •• .-.. 1 .. ., att ~* haluu •• 
~ N'an ~- ,...ntM fN'la fMJ Illlnala. $ .. , -­

tt.w •• .. ,. ..... tr ,,ooo.eoo ..... or tlWI w. • .u. ..... 
.... a.aoo,ooo tau .a •...,. •.•,ooo tau. or \lie..., .. tat, a'Md 

1 ,2111,000 ... wlll 'M ...... tu ru• -•••U• _. 1,110.000 r .. ,,._ 
-. --~ ., WiD wl1l ... &lnn-... - a tlft ,.., ,....... a.. 
"'''-"'- ..-. ... , &l ..... tr llr \lie...,. ........... ,_\lie .... 

,.,_. an '-lft4 ,._ Mlll d latn'lall. 

hp)'N e f. I. liM, .. I. I. lHI ""' ~ te 

(In r.. ., s.p••> 
I. I. 1H1 L I. 11M 

IUl\&17 1.100,000 .,110.000 

I_.Ultaq1/ u,ooo,ooo .,.,.,.ooo 
........ ,.,.,,., ll.!pQ.p 

t.tat "'.100 ,000 ...100.?100 

.......... at 'I'D,tta.ooo 14,10',000 

1f !lie lilt lapt , ...... ln - IS lrllltr \lie - M la ent•tet 

u u••lll\&17 ~-·• la •• T. 1M1. 

ta anot't'las at anbe\M d .,..-..11 neat ..... r ... u.... 
aUltarT ,..,_ tuUs \lie ,._, .... \lie _. tlnal r-e. Mftft1 

•1-........ _1~ 
1. ft.-1 T- 1M1 41 a;elatial 1M n\M"'-

tuu ,_ .,., Ow a a - .......... ~ .. 

1,110.- ... ., .... 1 !.apt•. !Ida Jftft ... ,_ -
tr a 11UW ,_.ln d \lie ".,.U.n\1 f• a 1•••• 
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It ~· ~ro\able ,..,., ufoaoo ""' ,,......_ tn rt..t Tear 

1941 wUl total ~lllllloa 4ellan aM tha\ a lO.bUUoa .. 1l&r ..,_ 

._.1,.,.utvo ..,. M ooat..-platet tor rtM&l 1'Mr lMI. Oil "'- Moll If 

\Mil 1-"11 ea4 Y&riOill &1-pUO&I Wllllll llaYI M01l IIPJ>- 'r -
llloh troa a ...-.r of coY•-• -111, U. ooU.aatM aaU-.1 

lAo•• tor rt.-1 lou lMl ll eo blllloa .. u.,. - tor rtolal ,_ 

1943 u 10 lllllloa 4ell&ro , -"' a\ aloUac pPlooo. tu l aUor 

t~• YOI114, at 1131 pPlo .. , 'bo nll la euooo of 100 lllllloe 4ollaro . 

11M attal-t of t hooo loYill of utloaal u.- Ylll - a Yl._ 

"" ... ...,....loa la ...- for • ••-or po4a aaA p..-or pota, bo_. 

rr.. taY~o-at r.-lUac 411'M\l.J' tr.. Ufaaoo -a. 1\14 l.ano-t 

ronlUliC fro• hlshor l ... olo of""''"""' aoUYl'J', 
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0. \ll.o kolo of tll.o abo..o o.o-oUau, tll.o no-llU&JT otaol 

._.. 11 ooUaatod a\ 12,0 llillloa ut taa la r. 1'. lMl aa4 "·'aU­

Uoo ... toal la r . 1'. 1M2. Oil u.. 1>&111 If ....... traab .... ooaol~ 

oro4 ,tdcant ao h tllo tw.tue •tlll1<, U ll npol\et \ll&t total tonica 

._.. Yll\ _...,, 14.7 allllll ut tou 1a r. 1'. lMl eat U ,? all­

U• .. , hill la r . 1'. lt.U. Thou ooUaatet ""'""' aw-ar to be la 

Uat wUh 1Mipa4ont 11Uaaho of pro\altlo .. eto ot Groat JPltala, aa4 

tbor &PI proJaotod oa a rather ooaoorr~tll'l ltallo , 

' ·rr 
llmaarlrhc tho " '""" tlcuoo, U voul4 appear thot o.l!J>roal­

aah\J eo alllioa aot t oao at otool wlll bo ntu\1'14 «-PliiC r. 1', 1141 

,.,., &OPI tlwl N alllloa aot tou Ylll be rotul nt lD r . 1', UU. 

JlooP11, ohel tacot eap .. l\7 11 ootlaatod a t •l'Proalaatol:r a atllloa 

aot hat, lllenfoPI , U ll obftftl t ll.ot lt tll.o okft ....,.,.._,.an 

ta ur ,.., oorroot, thoro Ylll h a ""?7 aarbil ohlnoc• at otool s ... 
10tt la r. T. 1142. .U10, lllltlo tho r~tu11'oanto la r. T, lMl 1111 lto 

aeUtf114 1tr U&Pl.T t..u '&UllaaUoa If oep&ll'J' tllr-"""t till ;rO&P, 

t horo h IYI?J lltolu.oet tll&t tho 1 .... 1 ot oho1 aiM• before t.llo 

olooo of tho proooat rtooal 1'1&1' Ylll M coaolbl'ab1:r la .,...., If 

thol O&pUlt:r. 

l'bon - U... 'Mea a oli.Pt Ploo ta u..-toPl .. la _, 

• ••tho 1a tho haa4a ot otHl ooa-1'1, wt ..... n o1t1e uta oa Uft&h r­

llo ohow a o •lcalfleaat oh..,.o. It appo.,.. falrl:r ..nata t ho\ -

,....,l:r 1\oll h MliiC oo..-et or - ortet at apprntmatol:r tho P&te at 

ftlola U ll ltotac pi'....... If thle to \ru, t hiN ll bAOll fll' --

0 .. 111'1 , olall t.11o t.~~pMt If u.. w-~ 11o1 - tau •• oa1:r 
a alaor onoat to uto, 
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...... ..... .. ... ft..a.,.. ............. tiUl 

_. .... ~ ... ,~ ............ - ----
... wUlaM _..._. ....... ~~ __ ..,,,..,,....... .Ul____ --u.---. ............ 
:::.'=.a--=.. ':.ll';."! :;--:' .. -::..-:. ~ .. - .. 

n ,,_, uu= ., - OlaiA .- ,,.~ ., _. 

I I I "' ....... -·- ..... -· I ,._ - ... " &a ~ ............. - ......... ---...-
a-la el .. 3 .... .. ,_. ..... ...... .... .... ... • .. 

... - _,.I '!e ftJ ?=...... .. :· ... 
- UIW, ill 1 .. Ia .... Ia Po Yo 1M& wJU ........... ... 

..a Ia Po Yo 1H1 wJU -·- ..... ft lllaW .. ...... 

..... ~ .... 3 ........... 3 ........ .,C':::.. 
-· 1a--. ..... • • .. u , 3 w 11 a "-. - • •• 
-' e1 1 Mille 4el'en .. Pe J. 1M& ... Mille ~ a '• W. 

lNio ......... -~- 0 ................ 'I'll 

pt'·---· 0 ....... ri!rtctc llfia~ .. -···· •• 

.. n... ......... '-lllUW, ....... 

... ~ ....... ,., ft..a. ,_.. aNl .. aMI- .. ..U..t 

r. r. W' ,._ -- Ell• •• .. ..., I ..... ) • • 
....aauw, • • ..... Ill Ill ..... ... .., .. -.... ., a.-
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llr. Joul' I. w.u-

Jlr. '· Writ hMi• 

........ , 
(Oa Oaloadal'~aiU'I .. lo) 

JoUu.h• of ()opper .le~-\1 la lMl eat 1141 
( lJI u .......... of llllon •••) 

lUlt&l7 a.qu .... oah 

•-nuur ~ .... ·"· h\al 

l orul Cea-.pUoa ' 
Jeer ... .& 4aaoa\lc oo.-..p\loa 
•• to laUroot alUtu7 ,..._ 
.,u ..... ,, u4 uo,...o4 ,..... 
oll&ohc power 

~rh, total 

J rl\lah paroh.a•• 
Other Jzpona 

fo\al 

lllttvr '"",....., • 

aoo 

UIO ..., 

-100 

100 --1110 3110 

.la aaalTala of blUe of •torlala o~ ld.ll\u7 ...,uoa 

\o bo ,_ ... waa.r pr.•-' oallll .,roprlaUoao fN' tlot A:l!tq _. 

lft7 laUcatoo that a\ 1_.\ • .utUoaal 406,000 toaa at MJIPel' 

v111 bo ~N& u \Ill~ tw 7AH• Of \lilt taW, 300,4100 wtU 

bo r~N& la lMl u4 J«<,OOO la lMI. 

ltllilitm ltWrewSt 

1, .Uooriiac to 11, L Iacall•, Jllr.o\or at tlot -rt­
Jv.oa of lleW ltaUaUoa, tho aorul ~ ••-'loa at ...,... 

ll 110,000 allen , ... 
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a. Tbo uUaatu of noraal cono.pt1oa ud 11111 t...,. roqu1,.... 

aontl tor copper 4o aot talco 1Dto accOUDt t ho ohablo ucraaoo 1a 

the daoand tor coppor that ¥111 rooult !roe COYOraaaat oxpa41tnroo 

of 10 to 15 bill ion dollar• tor 4afonoo 1a !local roaro 1941 and 1942. 

Additional d .. ond tor copper •a, bo oxpoctod for tho tollovinc roaoonot 

(a) Tho allltarr raqulroaento tor copper l i otod abo~• do not 

1oclu4a coppor to bo uood ln tho conotruction of b&rracko, 

oxpano1on and aodern1zat1on of rardo and docko, placoaent 

conotruct1on for larco araa and apoc1al exptAdlturo 

approprlatlono tor aodorn1sat1on of plant and oqu1poont 

and oxpo41 tine oqul 'J)Oion t • 

(b) Conotrudtlon of nev plont• and oroanolon of exlotinc 

plant end aqulpaont to aeet 11111 tarr ordoro (alrplallto, 

...ua1tlon, povder). Tbno, under the anthor1sat1on 

ot tho Do!onoo .U.n4aant to the t.r.o • .let, tho R.r.o. 
hao alreaey anthorhod loano and ll8do loan acrooMnto 

aaOUDtlnc to $590,000,000, of which $300,000,000 11 

tor oonotrnctlon end oquipoent . Tblo 0'1111 dooa not lo­

clu4a tho lcano of b&Dko vhioh a.ro ~:renting lo&no 

Jo1ntl7 vith tho R.r.c. J oooo Joneo hao 1nd1CAtod 

that the R.r.c. lo read7 to lend ono billion dollar• 

undor tho Do!onoe Aaen4aont. 

( c) Tbo rapid axpanoion of capacit7 to aoot do!onoo noods 

roquiroo a coaploaont...,. oxpanllon of b ... ic 1aduotr1oo, 

euch aa electric power, ateel, &Dd aacbine toole. 

(d) Tbo liar o.nd Ira~ Dopart.lllonto and tho Fodora1 llorko 

AconOJ be•o opocial e:pproprlationo to prOYlclo housinc 

tor defonoo vorkoro. In adc11t1on, t ho protracted 

4e-nreaa1oll in rea14.ential conatruet1oD .nd the r·ecent 

up~Vinc 1n41oato tho pooolbll1t1oo of a boca ln conotruc­

tlon. 

(o) Tho lncroaoe l n omploraont ancl p&Jrollo &rlolnc free 

cumnlatlYo otfoct of tho 4ofoaoo procraa obould otlaulato 

additional daoand for oonOlllloro t dnrablo coodo, Aaonc 

thou dur&blo coodo vill bo ODCh copper COtiOlllllQC 

product • at ~toaob1lea, radloe , &Dd re!riaeratora. 

3, An lnto.rdopartaental confor onco of cOYorn .. at .conoalc 

aoal71to attaopted to aoaoura tho OTo,...all ..-.latbo offoct of 
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-a-

u. .. f••• preen- • uU-.1 '-~ ,.. ... uoa Ia ..,. _. 

""' fiNal ,...... I\ _. tMlr .,uloa tiiM w will INMII a 

aaUoullao- of eo lllUloa .. Uan la fl.-1 ,_ 1Ml, .-to 

\ lUloa .. u ..... ta flooal , ..... lMI ... n_.. , it to ......... 

that tha retonl Seeern haN pr .. uuoa lMa will, 1.a ft--.1 

T- lMl, 1lo 1., aal. la flMal JUI' lHI, • ~. ~ 1tll'7 

I a oi'Ur to ._... tiM l_... ... ._. nllllUIIC fr. tiM 

la41..ct otfoote of tile Woa .. prep•, a .-., _. .... ot ~ 

uneUoae of aeftal oopper o..-pUoa tr. aoraal ooa.-ptloa 

' 
.. t haT are l'alatet to ollelll•• la tllo lotoral ......... Joal'4 proao­

Uoa ~ !lie o-luloa fJ'oa \IIU ...... U \!oat oa IIM1Uoul 
• 

Uua4 fer • .,... -•llll to 330,000 IMn- ta oalaaur ,_ 

lMl, aal. 480,000 ellen toa• la lMI,.., lie ..,.net froa \loa 

.-J.aUn ettoot• of \lie tot- Joncaa. 

!lleee aetlaal ...... elallal' to \lleM .-UliiC fJ'oa a - -

dlarallle C"4o, oat ... _., ~~ratle ......... l'alaW •• oattol­

pato& h"h at a;run...a tor tlleM aa\ICOJ'l ... 

Ia h tll oaa1re••· otfoet - cift& \a * l'al&Un~ ••-•• 

l wel at ..,... - aqUoa IUiac tile Wrll... !Moo Htlaal" 

oan, tllentan, lie -•Uen& eoaeorftUn. 

4. !lie pre .. pr .. doa tNa& ot,.. 1 u'ta ..,.. - aU• 

wu n~~ .,....&. II w-._ wltll ..--"r ~ 
llutaooe o...UUoao"' lwela fll prl•nt• ••dlw Mr..._ U., 

•• 1,. pa.-..plta - &9Uoa fit ..,... la ..,.U atlaiM&, w 
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-.-
- expect that d ... otio, nC1114il1tary oono1111ption ot copper will 

bt .00,000 ohort tono ab~ noraa1 , 1'h11 .. tboato 11 baMd 011 tha 

.,..rtoan Bureau of W.tal Stat iltioo ticv- ot lt , OSpoomdo ot oopper 

por-oopito oono.-cl ill 1828 and tha popu1at1CIII of 131 aillicm in 1840, 

Should tho por-oapita oonouaption ot ooppor in 1941 and 1942 bo equal to 

tho 1929 por- oapito cono~~~~pt1on, tho DOil-al.Utary roquiNMnto tor ooppor 

will bo 800, 000 abort tono abo,. nora&! oono~~~~ption tor tho two yearo, 

Thh 1o 10,000 ohort tono abon our eatboatoo of inoroaood cl0110et1o oon• 

lll!'j>tlon in lhl and 1942 due to indiroot aiU tary roquir010.onte and in• 

oreutd purcbaaint power • 

.lo a Mttor of taot, with otoadily inorot.ein& produotion and 

puronooin, power, it may bo oxpooted that tho upward pro-depreooion trend 

of por•oapi to oono1111pt1on of copper will continue in the future and r;o a-

booo l ll28 lonlo. llhile, on the one hand, there 11 inoreaoinr; effioienoy 
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in tho uoo of oopper u witneooed by tho tolophono and tolo&raph induotry, 

there ~r•. on the other haud1 n•w ua•• tor oopper 1D oan.u.era' durable ,oo4a 

and ao inorouinr; uoo ot oopper in oonatruotion. Rural olootrUioation and 

Mobaniution on tho ft.na will abo inoroaoo tho clo.ancl for ooppor . 81noo 

ouoh a lar&• propenion ot oopper 1a uood u a produooro' ,ooda, ono ~ 

expect a 110ro than proportional inorouo in the uoo of copper with iaprOY· 

in& buoinooo oonditiolll. lloroonr, with the hoayY d-.,d on allllllinua tor 

... in airplanoo, it -y bo Ollpeotod that in tho next r - y .. ro allalin-

111.11 not be ae oorioue a o_.ti tor of copper ao in prorlouo ,..aro • 

bporto 

Bri tieh puroht.eoo of ooppor 1n&oto and oopper in brt.01 will, 

•••••din& to tho boot anllablo oetiaatoo, -t to approxaatoly 400,000 

abort tcmo in l9U, 1'h1o ootboato 11 _, on oxiotiDc aatillocl 111114 t.nti• 

oipatod ordaro . 'tho Britiab Oon..-nt ht.o orciorod OYor 710 aillloa ...,... 
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- 6 -

tl'idr;OI (cuoo) ot n riouo • h • •• 0.. t.a. baoh ct ua ~11 ot upon. 

l.n oulior yuro u d tho tirot o1£)lt IIODtho ot lHO, 1t 1o ezpeoted tll&t 

zoo, OOO ohor t tcno or copper will be n ported to oountr ioo other tbua belli• 

&• rtntl in the a>rope&ll war . J.uuain' that the lurope&ll war will oonti""" 

In 1942, i t io eot taatod that our export roquir .. onto will not diainioh uad 

"""! bo expootecl to 1noroaoe 1n 1942. 
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Average delivery perlode reported 1n Iron Age and ~ magar.U\ee 

Steel bare• 

PlttBburgb 

01eTeland 

Chloago 

Se1>te•ber 

4-6 nella to 
6-S weelle 

"Baokloge 
getting 
h eaTy" 

2-11- week• 

October November 

4-S weeks "Extending del1ver1ee• 
Some tor t1ret 2 .anthe 
quarter 

Cold bere:extended 2 monthe 
Hot rolled: 6-8 weelle 
Small bare: 7 weeke 
Carbon bare : 
6-8 weelte 

4-8 weekll 
Carbon: 2-6 weelt.e 
(By end or 80nth, 
"booked through end 
or year." ) 

Backlogs 1ncreaeing, 
eapeo1al.ly 1n carbon and 
al.loy bare 
So•e orders tor t1ra t 
quarter 

• 81tuat1on reported particularlY or1t1cal 1n carbon and al.loy bars. 
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Exh1b1t 5. 

llaJor groups and subgroup& or the 
BLS all- commod1tT index 

1 arm products 
Grains 
Livestock and poultry 
Other t erm pr oducts 

Foods 
""»ilry products 
Cereal products 
~ruita and vegetables 
lleata 
Other tooda 

Hides end leather products 
Shoe a 
K1c!es and akine 
Leat her 
Other leather products 

Textile products 
Clothing 
Cot ton p:oods 
Hosiery and underwear 
!'Jlyon 
Silk 
Wool en Pnd worsted goods 
Other t~x tile products 

Fuel end lighting materials 
Anthrac i te 
il1tu~1noua coal 
Coke 
<:lectr1citT 
Gna 
Petroleum and products 

~e ta la a nd metal ~roducte 
Agricultura l imp ements 
Iron llnd s teel 
Mot or vehicles 
Non-ferrous metals 
Plumbing and heating 

Building materials 
Bri ck a nd tlla 
Cement 
Lumber 
Paint and paint matsr1ale 
Plumbing and heating 
Structural steel 
Other building materials 

Drugs and pharmaceuticals 
Fert111~er materials 
Mixed r ertili~ers 
01la o.nd rata 

H~uaeturn18hing goode 
urn1ehings 

Furniture 

M1aoellaneoua 
Automobi l e t ires and tubae 
Cat t le teed 
Pape r and pulp 
Rubber, crude 
Other m1eoellaneous 

' • 
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GROUP 1!EETING 

Present: 

H.::.Jr : 

Gaston : 

Mr. Thompson 
1lr. \'Iiley 
1lr. Pehle 
1!r. Haas 
Llr. Young 
Mr . Gaston 
Mr . \lhite 
Llr. Graves 
1::r . Foley 
Mr . Schwarz 
Mr. Bell 
l!r. Sullivan 
1lr. Cochran 
l.!rs Klotz 

november 28, 1940 
9:30 a.m. 

I have got some stuff here I nanted to catch 
up on. 

Herbert, I don't know whether I agree with 
you on turning dor.n this request of Ralph 
Budd, If by sending - how many days earlier 
than normo.l could we open up tho i ce for ore 
t raveling. 

. 
It is just a gamble, probably not any at all, 
We migllt save a day. \'/hat we have is the 
Ossippe which gets frozen in up at St. Uary's, 
up at the Sault Canal. She breaks her or.n 
l7ay out and breaks a passage out through 
t he river part way. Then the Escanaba, which 
winters at Muskegon, goes up to meet her. 
The Escanaba is the ice-breaking type of 
heavy cutter. 

Then we have the Tahoma. in Cleveland, which 
does tho eame sort of v~rk on Lake Erie. 

It would mean losing this tug for the entire 
winter, you see, on the Eastern seaboard where 
we have all this demand. \'le only have four 
of them, Sho vrould have to go up there now 

' 
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n.:·.Jr: 
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Gn~ ton: 

1-: .l:.Jr: 

:las ton: 

' 
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and it is a question of whether she could 
even ~et in now and she would be frozen in 
nll v11nter . 

Is that a better ono than we have up there? 

These llO-foot tugs a1•e the best things we 
have for shallow harbors and short areas . 
They can turn in short radius and they can 
turn in close places . They are pretty good 
ice-breakers . But for heavy ice, •:e haven' t 
anything that is any good. 

How about if we could still get one up there 
and then pull out one of these others to 
take the place or it? 

I don ' t believe vte could still get one of 
those others out . That vtould leave us vtith 
n less senr:orthy boat for ordinary Vlinter 
operations . 

I think it is a mistake to turn him dom1, 

You think it is a llistalte to turn bin do~m? 

17'0 

Yes, because I am going to raise hell r.ith then 
on this steel . I am going after thee on scrap 
iron and J!Ot increasing steel, and so fo~th, 
and they '17ould COOle back on me and say, \'lell, 
when we asked you for a little thing like that, 
you turned us do 1m. " 

I t isn' t a little 
of those boats on 
tlavy is nsking us 
open. 

thing. \'/e only have four 
the ontire seaboard. The 
to keep the Anacostie River 

'.'/ell, take another l ook at it, will you, 
Herbert? 

Yes, but if we do anything we have got to do 

' 

I 
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it today and it mD.Y be too late today. 

Find out. I am available , If it is possibl e 
to send a 110-footer up, then take something 
out of there in place of it . 

It is a very serious question v:hether this 
boat Ylould be as good as ono of t hose others 
for breaking the passage up on the way they 
go, from Lake Michigan, for instance. 

\'/ill you take another look at it? 

Yes . As we mentioned in the letter to Budd, 
we haven't any boat for real heavy ice work. 
There is a car ferry up there which is as good 
as a dozen of our boats. That is that car 
ferry that runs regularly across the Straits 
of UAckinac and keeps the passage open all 
winter. It is a 6, 000 ton boat. 

Could that go up there? 

It is there and will be there all winter. It 
is just a ~uestion of somebody finding the 
money to hire i t, as they did in 1937, to 
break out the St. Uary's River. It cost 
$40,000 in 1937. 

V~ don' t you call then up on the telephone 
ana tell them? 

I mentioned it in this letter. 

I don • t like t o turn him do1m. 

Not ccA~P.rative? 

I can • t turn him do'lll'l . Why don 1 t you call 
him up and explain i t? 

I will do it. 

1?1 

• 
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You could see him. 

All right, 

He has got a man with him from the Groat 
Lakes. Couldn' t he cane over and see you? 
I have seen in the paper they have a Great 
Lakes navigation man on this committee , Send 
for that fellow to come over and see you, and 
put the whole thing t o him. 

Yesi and I will get \'.'aesche over here and we 
wil talk it over, I nent over this pretty 
extensively. 

You will find there is a Great Lakes trans­
por tation man in Budd' s office. 

In that connection, I have loarned since that 
apparently as a result of A. T. Wood to Budd, 
Budd sent a memorandum t o the Budget and rec~­
mended the transfer of the Bureau of Marine 
Inspection a.nd Navigation to the Coast Guard, 
apparently after talking to Wood, He did it 
on his own initiative. 

Who is Wood? 

Wood is t he president of the Great L8c ea 
Carriers Association, 

That is the fellow I want you to call up. 

\'lood isn't here, Wood is the man that started 
that. 

I think Y/ood is here . He is on this committee, 

He was down here a few deys ago. 

He is an assistant to Budd. I will tell you 
how I will prove it to you. 
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That may be true; I don't know. I know Wood. 

You (Thompson) get me the list McReynolds 
sent me of the people in the tfational Defense 
Committee. Haven' t you got that book? 

Yes, I can get it for you. 

Can you get it? 

Yea. 

Get it for me. 

Now, let me just see. Have you (Sullivan) 
got a copy of Section 102? 

I can get one for you. 

Have one, so when we get together we will 
have i t. \'I ill you have it by 10 :00 o' clock? 

Ed, this is not exaotlr, in your lin~1 but 
havin$ worked ome for !.lr, Ickes, I tllought 
I mi~t give it to you, This is the story, 
and 1f we could do it, it would be really a -
Puerto Rico has a tariff law that nobod1, no 
corporation - if you listen to me . It 1sn't 
in there, lihat I am goi.ng to tell you. No­
corporation can hold more than 500 acres , 
They have been very lax about enforcing that 
and there is somebody who has taken it through 
the courts there, you see. It is really 
legal . 

Now, I think I am correct . Bell can check me. 
There should have been a bit of money that 
goes to the Philippine Islands go to the fund 
for the purchase of land and redistribution 
of land for resettlement in the Philippines. 

Bell: It goes into a fund and it is to be available 

' 

1?3 

' 
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for sort of a 3-A progriiJ:l do\"m there. Just 
11hat is done with that I don • t knovr but it 
is something like that. ' 

See? Nowr you vtill find a list there of the 
nine mill1on dollar sugar benefit in the 
amount - how much of it goes to people in 
ten thousand dollars or over , It says right 
on the front page. 

93 checks of ten thousand dollars or more were 
issued. 

Amounting to about five or six ~llion dollars , 

Five million two hundred forty- two thousand. 

Now, the situation dorm in Puerto Rico will 
be changed over night. They hold their land 
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for around nine hundred dollars or a thousand 
dollars an acre. All of the profits that these 
sugar corporations 1:18ke is in this sugar bene­
fit money. Therefore, they hold the land and 
it is 11orth a lot . If the sugar benefit money 
would go into a 3-A program to buy land for 
resettlement, it would solve the Puerto Rican 
~roblem over ni~pt . They have got a law there 
m the statute that no land shollld go to any 
corporation - over 500 acres - and over night 
you just cut the bottom out of that . This 
money Sbould go into - not this blankety-blank -
it is the most outrageous thing. 

Puerto Ricru1 Reconstruction Corporation. 

This fellow spent four million dollars on a 
University that I wouldn' t give forty thou­
sand dollars for . Talk about your money 
being throvm away! We gave them 45 million 
dollars, didn' t we? 

Oh, we have given them a lot of money. 
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AnyrraJ, four million dollars went into a 
University that - it is the most out rageous 
thing you ever saw, but if the President 
wants to solve the Puerto Rican ~,>r oblem, the 
thin~ is to take the sugar benef1t money and 
put 1t into a revolving fund to buy the land. 
I san where they had it yeo.rs o.go end gave 
those fellows two or three acres and a little 
house . They can build a house there for five 
hundred dollars . And then give these people 
a chance to buy tT:o or three acres, then they 
brins their sugar to a central cooperative 
and a hundred dollars cash is r ich for them, 
but the secret of the whole thin& is this 
sugar benefit monef l'hich, as I say, 98 cor­
porations are gett1ng --

•• •• checks for more than t en thousand dol lars . 

And there is your solution to the whole thing. 
I should think that Harold Ickes would just 
jump at it . But it is in the courts dol~ 
there now, and look up \7hat we do on the 
Philippine thin~ . I would really like to 
know what is be1ng done in the Philippines. 
The Philippines ran it up to 70 or 80 million 
dollars, didn ' t t hey? 

It is a large fund there now, 

','."ould you look into that? 

Yes, I will look into it . I wil l get all the 
facts . 
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I brought that fact with me. You get the idea, 
don ' t you? 

Yes , 

And did you (Bell) have a chance t o speak with 
Greenbaum? 
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He wasn't there, but I spoke with hie assistant 
and he is going to call me sometime this morn­
ing. 

You haven't got it? 

No, it will take a little time to work it up. 

Where is that paper you swiped from me? This 
fellow gives me memoranda and steals them from 
me . ' 

Bell: I was afraid you would show it. Those are the 
items in the six billion seven, that list on 
the back, that large item. 

H .~. Jr : 

Bell: 

H.!.: . Jr : 

',,hl te: 

H.l!.Jr : 

Cochran: 

Bell: 

H.!.!,Jr: 

Oh, good. Now, I gave you \7bi te ' s statement 
on the English assets . 

I just turned it - -

.He &de a very excellent sumiiiAry, but I think 
there are a few changes in some of the figures 
and notati:"ls we 1vould like to make if we 
have a chance . It won't take long. 

Could you - well, could you have that readj' for 
me just before 12:00 o' clock? 

Oh, yes. You name the hour e.nd we will have 
it ready. 

I am going to say 11:45. Could two of you 
come in then and go over it with me again, 
plus llerl e Cochran? 

Yes . 

All right. 

Will you please? And then, you see, at that 
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t ime if it is all right I will give you a 
copy of it to take ovor to Ur. Hull , 

All r i ght, sir , 

It was too complicated, 

This sumoary makes it very simple , 

Good. 

I think the details will have to relil4in 
attached because it has sane explanatory 
notes in there. 

Othei'Yiise it gives it a specious air of 
accuracy which it doesn't possess . 

All right . Have you got that list? 

I can ' t f ind it on the list . I can' t find any 
Vlood on there. 

There i s a more recent ono than that. 

This was just about ten days ago. 
on the older ones, too. 

I looked 

I guess I lllil m'Ong. \fell, he has got sane­
body from the Great Lakes Transportation. 

Here it is . Alex \1, Dan, Consultant on In­
land VIa terways . 

Alex 'II. Dan? 

Wait a minute, except for the Great Lakes . 
Now, there i s somebody - there must be sOl:le­
body in the Great Lakes . 

Wood liJSJ.Y be the liJSJ.B though I am quite sure 
he doesn' t spend ali his t ime down bere . 

r n 
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That is possible. 

They probabl~ wouldn't list him unless~e 
spent full tune here . 

Barry, is your organization so constituted 
thD.t you hD.ve got so1:1ebo<1¥ that oould give 
me nhat I call the social revolution that 
has taken place in England in the laat two 
or three 1ears? 

Oh, yes . 

Could you give me a review of that? 

Oh, yes. 

1.78 

The things that they have done on social legis­
lation. 

I doubt vmether it is - there is-enough there 
to be called a revolution, but we will give 
you whatever there is . (Laughter) 

Vlell , whatever it ia •. 

We have a couple of man that knOIT England 
very well. 

Now, this c~es to me fr01:1 Leon Henderson. 
Uaybe you got a copy. Prioe stabilization, 
defense finance section, Have you seen that? 

No, sir. 

I have got a copy. 

I got a copy. 

Bell is the forgotten man. 

Is it something that interests the Treasury? 
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\'/ell, I am having it digested and comcnted 
upon and a criticism made, and I will pass 
it around. 

Would you do that? 

I t is being done. 

Has it to do with raising monof'l 

• 

It has to do with the way a in which to raise 
the money, but chiefly fran the point or view 
or the effect on prices . It is not a start ­
ling job. I knon the man who did it , But 
it would make an interesting subject for dis­
cussion and it ought to be read. 

\1ho did the job? 

Well, that is what I would rather not tell 
you. 

Come on. 

It is a chap I know. I would rather not say, 
if you don't mind. 

He is so nice about it. You have everybody 
with his tongue hanging out. You are going 
to digest it? 

Yes, it is being done, and comments on it. 

All right. 

1'79 

And then this ia Philip Young to J.fr . - Assist ant 
Secretary of War. You know I appointed a 
~oint commi ttee - this is Patterson writing -
I appointed a joint committee in Septamber 

with the concurrence of the authorized repre­
sentatives of several agencies involved for 
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the purpose of coordinating the matter of 
standardization, with the authority to make 
decisions, " and so forth . This c~nittee is 
now functiening . " •••• brought to my atten­
tion several days ago in the matter of 
granting priority. The functions of several 
agencies now concerned, Af'IDi/ and Navy and 
other agencies involved! require that all 
matters affectin~ priorlty or allocation of 
productive capac1ty of the aircraft industry 
be coordinated with the Army-Navy-British 
Purchasing CO!llllission joint cOilllli ttee. " 

He didn't read Kintner and Alsop today, did 
he? 

That was a few days ago . 

waybe they read this . 

Rave you got something from Nelson and 
L!r, McRernolds? 

Yes. I had lunch with Nelson yesterday and he 
is eendin~ a memorandum to the President 
recommending that priorities on foreign orders 
be handled directly between my office and 
his office, on all foreign orders, and that 
he appoint one person in his office to be 
the stucbling block or t ho -- (Laughter) 

Haas : To be the coordinator. ~ite , Is one 
enough? 

Young: Anyway somebody to receive all complaints 
from these various foreign purchasing people 
direct ly, having to do with priorities, and 
that any coordination 1nioh is done on clear­
ance of orders for production in tho future, 
coordinating be done through hh offi oe 
directly, rather than our going direct to 
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Defense , Army and Navy. 

Well, how ViOuld that fit in wi th this l etter? 
It doesn ' t , does it? 

Yes, that would take care o£ his complaint s 
in this letter on priorities . 

It would? 

Yes, sir. 

You are sure o£ it? 

Oh res, I em sure of it. And in my an suer 
to t, I told him I Ttould be very glad to 
sit down and talk t o him about the procedures 
we are trying to work out any time. 

But for the benefit of yourself and mysel f 
and not for the State Department men, what 
does i t do with Joe Green? 

I am still serving as the liaison between 
Joe Green and the State Department. (Laughter) 

He is good today. 

Which ceans? 

Do either of then knoTt it? 

I nill get it from both ends . 

Seriously, Phil . Take f or instance those 
ten planes in the Philippines . 

Yes, they are still there on the dock. 

Seriously, what does it do with Joe Green? 

• 
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Thin ~uestion of priorities doesn't have 
anyth1ng to do \'i'i. th Joe Green, because 
any questions where foreign policy is in­
volved for clearance on foreign orders, I 
have been cl earing direct with Berle before 
putting a request in to Defense or A~ and 
Navy, as to availability of producti on or 
priorities or surpluses . 

Sq that agein, Phil. 

\'/ell, if any foreign purchaser wants to 
come in and buy planes, I raq, for instance, 
which for the minute is on the doubtful list, 
any question of foreign policy as to whether 
or not ue should sell planes to Iraq I take 
u~ vnth Berle even before I ~o so far as to 
f1nd out whether production l S available . 

I sec . Then does Berlo sa7 anything to Joe 
Green - su~posing he says as t o f oreign 
policy it lS okay and it comes to issuing 
the license. 

This is even befo1•e the order is placed. 

That is where you arc tho liaison between the 
State Department and Joe Green? 

Yes. 

You get to the point there is same production, 
they can get a plane, and the order is placed, 
but they have got to get a license to export 
it. 

That is ri~ht , Then tho manufacturer puts 
in an appllcation with Joe Green for the ex­
port licanse. 

I see . 

• 
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And Joe Green, if he doesn ' t know what to 
do with it, sends it to Yarnell. Maxwell 
chews the rag with everybody around town 
including the Defense Commission and Gen~ral 
Watson,. and so on,. d'epending upon the nature 
of the 1t~, and g1ves Joe Green instructions 
to reject it or pass it on. 

Well, you raised the quest ion with oe about 

i riorities, and Nelson and I got McReynolds 
n on the thing before I left. Are you satis­

fi ed with the nay the thing ia taking shape? 

llo, not yet. On priorities, I am, for the 
moment . 

On priorities? 

Yes, priorities is all right for the moment, 

And you can do vthat I want you to do the way 
Nelson is proposing to handle it? 

I think so, but I would like to get a 11hack 
at Nel son before he sends in the final recom­
mendation to the President on it • . 

Uow, has L!cReynolds done hie end of the work? 
\'las he helpful? 

I think he was helpful in that he brought it 
to the foreground ~th Nelson and other ~eople 
in the Def ense Commission on the priorit1es 
end of it, and I think 'lle are getting into two 
very serious situations, one on this whole angle 
of economic defense where there are several 
people going ahead on it independently and 
without coordination and secondly en this 
whole question of mahng production capacity 
available in bottleneck items such aa planes 
for South American oountriea, for instance, 
where on the one band you are yelling for 

Regraded Uclassified



H.!:. Jr: 

Young: 

H. I:..Jr: 

Young: 

H.l!. Jr: 

Younc: 

H.!:.Jr: 

Youne: 

H.l!.Jr: 

- 16 -

hemispheric defense and on the other hand 
saying, "Ue are sorry, we haven' t got any 
planes to sell." 

liovr, those other potential foreign purchasers 
were never taken into account or considered 
from a foreign volley angle at the time the 
Def ense COI!IllisSlon allocated all of the pro­
duction capacity. 

Well, that is another thing, but just at the 
monent you are all right as far as priorities 
and llelson are concerned? That is going along 
nicely? 

That is going all r ight, and I would like to 
get Mac to get a whack at the recommendation 
that Nelson will make to the President in its 
final shape before he sends it out. 

\'ihy don't you do this? Arrange for Nelson to 
show it to me. I would like to sit doml Yrith 
Nelson, Mac and you, before it goes to t he 
President. 

Right. 

Or don't you think it is necesaary? 

Yes, I do . 

I tell you how you do it. Ask to see it. If 
they won ' t let you see it then say I would 
like to see it . If you find it is all right, 
don't bot her me . If it isn't the way you 
want it, bring me into the picture, but don't 
bring me in unless you really need me. Okay? 

Okay. 

Now, I have taken 20 minutes out of the 30. 
I can' t hel p it. I have got the stuff off 
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my desk, 

\fuo has got something important? 

I have two deferment oasos , In one of them, 
the draftee i s supposed t o be called today. 

If you will stay behind, I will handle it at 
once , I wo.nt to sit dovm rieJlt af t er this 
meeting - I vlllllt Bell to s tay, and Sullivan, 
and Gaston, please , \1h0 has ~;ot so::1ething 
that they need done between no11 and noon? 

\'fell, the sooner we get at it --

\/hat? 

On this question of the Briti sh assets we have 
been working on, and part of it involves the 
~uest ion of the estimatine of their direct 
1nvestments and some of tlicm may be i ncluded 
in vmat they have given as a list of securit i es 
and \'IO don't always know whether they value 
their securities properly. I was wondering 
whether that list could be made available to 
us for reexamination and comparison. 

i lbo has the list? 

I think you have the only copy there is , 

Ask llrs. Klotz. She will give it t o you . 
You uil l have to explain to her what you are 
talkin(; about, 

Explain to who? 

To Mrs , Klotz , 

Didn' t you have o. copy, Uerle? 

No, the Secretary has i t . 
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An7bod7 ftllt ~hing, ban aeything that 
bas to be cleared between now and noon? 

Well now, I will do him (ThOIIlpscm) , and who 
did I say to stay? 

lo!erle and Gaston and J111Sel! . 

And Foley. 

• 
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Secretary of Statr, 

Washi ngton. 

1054, Novrmb~r 28, 8 p .m. 

GRAY 

( Pa r h) 
Vichy 

189 

Dattd Ncvtmbrr 28, 1940 

FOR TH".: T!!'::ASURY :JtO:l H•·TI H': .S. 

Last night's Journnl or~1c1tl rublishtd a law 

designed to cradi c&>tt somE or thr "reforms" i ntroduced 

in thE laws and s tatutes govrrning thE Bank of Franct 

by thE illum Gc.vtl!nmtnt in 1936. ,Ul p!roons of French 

nationality who hold shares in the bank msy henceforth 

attend the grncral ucting or ahartholdtrs . Tt.c bank is 

to be aOD1n1stcrtd by elevEn councilors who will funct i on 

under thE supervision of four "ctnaors" . (O:I!L S~C'I'IOJI on:. 

MAT'I'HDcS 

DOll 
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ORI.Y 

(Paris) 
Vichy 

1SO 

Dated Novrmbcr as, 1940 

Rco 1d 9:04a.m., 29th 

a~oretary of State, 

Washington. 

1054, Hov£mber as, S p, m. (SEOTIOH TWO) , 

Tbrec councilors will be elected by the share­

holders and four will be aPpointed by the YinistEr of 

Finance from representatives of industry, oommcroc 

and agriculturE, Tbtr remaining positions will be ooou­

picd by the Director Gcn•ral of the Oaissr des DEpots 

rt ooneignations, the oo~rnor General of th~r Credit 

Fonoicr dE France, the Director General of the Credit 

National and a representative of the bank ohoecn by 

the Uinistcr of Finance from a l ist submitted by thE 

Governor • 

.a. discount oommi ttErz is also to be form£ d. It 

will be JD&dE up of twelve members all of whom must be 

shareholders and engaged in business in Paris. 

(END l.tE88.A.GE) . 

MATTHEWS 

RR 
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Present : 

Thompson : 

H,l!, Jr: 

ThQ!!lpaon: 

H.l!. Jr: 

Fol ey: 

li .!.!.Jr: 

Pole7: 

Thompson: 

H.L! . Jr: 

Thompson: 

llr , Bell 
Yr. Gaston 
l!r. Folef 
l!r, Sulll van 
l!r. Thompson 

November 28, 1940 
10:00 a.J:I . 

This first case is a lawyer who is acting 
as Assistant Head of the Panal Division. 
The Assistant Head, the regular man, is sick 
and probabl7 will be out for six months or 
more, and to lose this man who is acting in 
his place would cause material loss. I think 
it is a good case. 

Who has written an there? 

Foley has, 

Well now, you don't say anything about the 
man, How old is the man? 

He is 35. He will be 36 in December. 

Has he dependents? 

He has a wife and two children. He is over­
weight. Be probablf wouldn' t be called anf­
Waf, but Phil feels that it would take him 
six months, because the head of that division 
has tuberculosis and this fellow is serving 
as the Bead of the Penal Division, to break 
in a new man. 

They sent him a questionnaire so he has to 
answer that and has to report , 

Supposing this fellow had to go? 

Well, if he had to go, of course Phil Wenchel 
would get along, but it would be somewhat 
of a handicap, I imagine, with both the Head 

1.91. 
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Thompson: 

H.M.Jr: 

Foley: 

'i'hOll)lSOn: 

ll.l!. Jr : 

Thompson: 

H.ll, Jr: 

Sullivan: 

H.JJ . Jr : 

Sullivan: 
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and the Assistant - the Acting Head away, It 
would really be --

What are the chances of their taking him? 

Oh well, there is about one chance in a hundred. 

You mean without 

Without i t , yes. 

I don ' t see how t hey would possibly take him 
it he has a wife and two children dependent 
on him but t he fact that the Board didn't 
defer {w; and calls on him to go through with 
it makes it doubtful , I see no harm in not 
having the request in there. 

I didn't know they were taking married men 
with dependents . 

They go into all phases of the situation, I 
think, and if the draft board official feels 
that a man can be spared, the dependents are 
not wholly dependent, they may take him. They 
don ' t defer anyone permamently, anyway. They 
just pass them along six aonths at a time, 
But in this case if the fellow is married 
and has two children, as I understand he has, 
I shouldn' t think there would be any question 
but what he would be deferred. 

Have you (Sullivan) been listening at all? 

Yes, sir . 

What do you think? 

Well, I don' t knoll. It seemed to me that 
here is a case of a fellow that isn't goi~ 
to be taken. I can understand Mr . \lenchel s 

1.92 
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ThOIJJlls on : 

H.!.l. Jr: 

Sullivan: 

'i'hoopson: 

Foley: 

Thoopson: 

Foley: 
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apprehension and uneasiness and worrying about 
whether he baa got to break in a new 111&11 or 
not. I don' t know what the policy is on asking 
to have these men oxouaed, 

Well, the policy ie being made right now, 

The draft board officiale at headquarters ex­
poet ua to be very liberal, They don't feel 
that it is neceeea.ry at this time with the 
number of volunteers they are getting and --

Do you mind? Let me just hear Sullivan a 
minute. What is your attitude? 

I think that if we had a different situation, 
where we were afraid we were going to have 
difficulty in getting the men we really needed 
excused, this would be a good fellow to pass 
over because we would feel confident that he 
wouldn't be ultimately accepted for service, 
but with the situation as !forman just stated 
it to be, they have more volunt eers than they 
need, I think we might just as well ask to 
have him excu.sed because you co.n figure he 
is going to be excused a.nyway, and it will save 
that uneasiness in the departmant. There are 
only two cases, as I understand it, aren't 
there? 

Yea. 

Phil says this is practically the only one he 
would ask for . 

I figure that we will have a negligible number 
of cases . 

It is only for six months, Ur. Secretary. It 
comes up again in six months. 

:193 

Regraded Uclassified



Thoopson: 

Sullivan: 

'i'ltoupson : 

:! .~.Jr : 

Gaston : 

Tl!Oilpson : 

C-aston: 

1..: :. Jr : 

Bell: 

H.U. Jr: 

Bell : 

( H.ll. Jr : 
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It is not like asking a deferment or exemption 
for a reserve officer. This draft is different . 
It is more liberal. \'/e hnve so many people in 
the draft . 

They are r eal ly very liberal . 

They don ' t •·:ant to take anyone that there is 
any particular reason for not taking at this 
time . 

\lhat do you think? 

I think we ought to be awfully careful about 
asking def erments in tho draft , because the 
first thing you know there is going to be some 
public cri ticism that all these politicians 
and bureaucrats appoint ed in 'itashlngton, that 
they grab that as an excuse . I think we have 
to think of that a little . If tlus man is 
likely t o be excused an~way on account of his 
f amily, I would be incllned to - they are not 
taking family people, are they? 

llo, they are not, but there is that one chance 
in a hundred that he might be taken, and then 
r1e nouldn' t have the request in. 

i'.'hy not let hii:t personally take a chance on 
that basis? 

· .. bat do you think about this, Dan? 

No, I don 't know the cases . I agree wi th what 
Herbert says . The only case I know about is 
Harry Vthite . 

Harry Vlhite? 

Harry White' s mill • 

This is a man, and Phil \lenchel says he needs 
hill. 
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You see, the regulations put out praride for 
that liberal instruction. 

But I aa not on the dra!t board. 

It is bard to see wh7 the7 can' t --

Thef are Tlf7 liberal. Exceptions are being 
requested b7 stores and organizations of one 
kind or another, 

I am not going to do it. I won ' t do it. I 
am not a draft board. 

It is so 1111ch better if 1 t c011ea fraa the other 
side and not from us. 

I am not going to do it. This thing is refused. 
I am not going to set up a draft board. 

In this one, l!r. White feels it would be a 
terrible loss to him. Kr. Ullman, one of his 
economists who studies strategic materials, 
oil and scrap iron, and so on. He says that 
he has nobocll he can put on thh work in his 
organizatic:n. It would be a definite handicap 
to his unit if he didn' t han this man. 

Is he married? 

No, I think he is single. 

Well, here is a fellow who is working on war 
strategic materials. 

Yea, I think that is a ver7 datinite case. 

Row would ;you feel about that, Herbert, ~rk­
ing on oil and aorap iron? 

Well -
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Thompson: 
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Feel the same vtay? 

I would \'/ant to look pretty deeply into whether 
he really is essential or not . 

Harry \lhite says very definitely he is. He 
hasn ' t any other person i n his organization - -

\.'hat good is he going to do in bayonet nrac­
t i ce donn at some camp? He is doing the work 
he is best fitted to do and serving the Govern­
ment right there at his desk where he is, end 
he is Y!orth a thousand men at bayonet practice. 

The only feeling I have on this case is that 
I think Harry '.'Illite's division is overloaded 
vti th work end Jl.e.rry \',hi to is sick and he really 
can't spare his good men, and if you take his 
good men you are going to throw another load 
on Harry' s shoulders , If Harry ;1ere well e.nd 
he had an organization as big as Phil ' s , I 
should think you could do it differently, 
Phil \:oncbel has got e.n organization of how 
many hundred people? 

330 . 

Harry has got how many, 30? 

Including stenographers . 

I feel a little bit different about thi s thing 
because this fellow is really doing this oil 
and this scrap iron . I f eel dif ferently about 
this fellow. 

I don't think anyone could criticize that . 

Herbert? 

Yes, I think so , 
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H.U. Jr: 
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This ia real17 strategic materials . 

It is national defense work, and I think what 
Dan S&JS about Harr7' s situation --

Do JOU think I am inconsistent? 

A little . 

Well.... There is a hell of a lot of differ­
ence between taxes and strategic materials, 
though. 

You don't have to sign that. 

I 11111 perfectl7 willing to initial it. 

You just okq the memorandum and then I will 
sign it . 

All right. That is what makes horse races. 

'l'here is that memorandum with a few items. 
There is nothing rush about it. 

Do fOU mind going through lrrs. Klotz's roQIR 
and just dropping those on her desk? 

lea. 
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Present : 

H.M. Jr: 

Sullivan: 

H.M.Jr : 

Sullivan: 

li .!J.Jr: 

Sullivan: 

H.U.Jr: 

Sullivan: 

H.Y, Jr: 

Sullivan: 

l!r. Bell 
llr • Sullivan 
Mr. Foley 
llr. Gaston 

Novaaber 28, 1940 
10:10 &.111 , 

Now, where are we on our tax stuff? 

Where do you want to start in? 

V/here do you want to start i n? 

Yes . 

I would like t he list of rrq five or six things 
that I think that you can go after. 

Not much good. 

\'/hat do you mean1 not much good? This is 
nhat I told Sulllva.n, that before I would 
take a.ny part in raising any new taxes, I 
wanted to recommend to the President that we 
do away with those taxes 'Whi ch give certain 
groups special privileges . We listed those 
things, tax- exempt securities, capital gains 
on taxes held over 18 months, percentage of 
depletion of oil, community properties, co­
ordination of gift and estate taxoai insurance 
of real estate under estate taxes, 4 ~llion; 
stock and bond transfer taxes . 

That is merely changing the basis of the tax. 
That is where they get that 51 mlllion, 

You don ' t get a hundred - well, except the 
tax-exempts, you don ' t get an awful l ot. 

You don't get that much out of tax-exemvts 
right off the bat, The estimate there ~s 
the ultimate yield, You will find i t on 
page one, 
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Now f you will recall in the memorandum we 
sent to you nhen you were on your vacation 
we point~d out to you that the largest loop­
holes hau been closed up and tho more dramatic 
kin~ that had a. public appeal. !lor:, I \':ould 
sct•lousl y questlon the advisability of going 
after the comuunity proport;r states r;hen you 
are only going to save four million dollars 
a year. That is, before you start anythin~ 
elGc . You have &ot thono ten states that :re 
dead set against you fron then on on an;rthi(lb 
i.:l!portant ;rou want to do in a tax 1:a;r. 

[;one of these thinzs have got I:IUCh appeal, 
have they? 

llo, they haven' t, sir. You will recall I said 
that outside of tax-exempts, there r:asn • t 
anythin~ that readily lent i tsel f to both 
an intc1lectual and emotional attack. 

'.'iell, you did have the thing - let 1 s co back. 
One thing t':lat 11e did agree on was that 11e 
should announce there 11ould be no more taxes 
on 1940 inc~e, and brin~ Section 102 to their 
attention. · .. nere is ..,ection 102? .• e can 
a~ree on that. Any~ody spoax up and interrupt 
ce an;:,' ti:le , please . 

"1nere s~all be levied collected, and paid 
for each taxable year (in addition to other 
taxes inoosed by this chanter) unon the :let 
i ncome o? ever;r corporatlon (otner than a 
personal holding coc1pany as defined l n Sec­
tion 501 or e. forei~ personal holding coupany 
as defined in supplement P) if such corpora­
tion, however created or orr;anized i s formed 
or availed of for the put•poGo of preventing 
the imposition of the surtax upon i ts share­
holders or the ehareholde l'B of any other cor­
poration, through tho medium of permitting 
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earnings or profits to accumulate instead of 
being divided or distributed, a surtax equal 
to the sum of the following: 

"Twenty-five percentum of the amount of the 
undistributed Sect ion 102 net income not in 
excess of one hundred thousand dol lars, plus 

"Thirty-five percentum of tho undistributed 
Section 102 net income in excess of one hun­
dred thousand dollars. " 

And then it just goes on to explain the dif­
ferent features of it, but that is the meat 
of it . 

Bell: Can you enforce that? You haven't had a case 
yet, have you? 

( Sulll.van: Oh yea, we have . In the first four months 
last year we enforced it in 13 oases. 

H,1!.Jr: 

Sullivan: 

c 

Well, but the beauty of it was we went all 
through that and it wasn' t necessary. The 
people were conscious of it. But I think 
Sullivan makes a very excellent point, that 
if we go along and it geta into court and 
people will say, "l'lell1 the papers were full 
of talk and we didn ' t mow but what it might 
be another tax to be imposed on 1940 incaoe. 
Therefore, we held that in our surplus. " 

But if at the meeting tomorrow night, out of 
that would come an announcement that no more 
taxes on 1940 income would be levied, and 
bring their at tention to Section 102, he 
fools that that strengthens his case in court. 

I think that rather than having this just 
oome o•lt of a meeting, it should be your 
statement, in which you can refer to the 
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meeting and the fac t that it was ~enerally 
agreed at that meeting, and speak1ng as 
Secretary of the Treasury, state that you 
are not going to ~equest any further taxes 
and you under stana that Congressional leaders 
are not going to permit it. I have a state­
ment - -

That is al l right , This is the only thing 
that I 1·m.nt to really got over with the Presi­
dent . 

I have a stat ement here if ~ou r.ant me to 
read it. I t is brief . It 1s a little bit 
too much Treasury language . 

1 .. hat does i t say? {. .. ·r'J 
1 

·, ~ 
I I ) I ~ 

"Numerous inquiries have recently been received 
by the Treasury Department as to whether the 
department will recommend t hat further increases 
be made in the rates of tax a~plicable to the 
year 1940. Many of those mak1ng such inquiries 
have indicated the pert inence of this question 
to t he determination of corporate ~olicies with 
respect to year- end dividend dist r1butions and 
reserves for taxes. In the libht of these in­
quiries, it seens appropriate for me to state 
that the Treasury Deparbllent will not rec=and 
to the present ConGress or the succeeding Con­
gress an] increases in the rates of tax appli­
cable to the year 1940 . 

"In view of this policy, it may also be ap~ro­
priatc to state in its enforcement of Sect1on 
102 of the Internal Revenue Code, the de~artment 
will not regard corporate reserves for 1~40 
taxes in excess of the rates now provided by 
laVI as an accumulation for the reasonable needs 
of t he business . " 

In other words, if they set aside money to pay 
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any further taxes, we will elap 102 on. 

Let me have that . I think it ie all right, 
don't you? 

Yes . I think it is n good thing to do. I 
think most of the corporations Kept out of 
their third quarter estimate& tho entire 
excess-profits tax that they would have to 
plly. They didn't dloollte it - the propor­
tionate amount against earnings in that 
quarter. They took the whole thing out. 

I know, and all these stllt«eenta in papers 
make me sore as hell. 

And I think they are going to take another 
hunk out in the fourth quarter unless we get 
across the idea that lYe are going to scan 
their income tax statements with an eye to 
aee that 102 is carried out. 

I would do it a little bit differently. I 
would say, "In our wish to cooperate with 
business and help them nith their fiscal 
planning, we feel that it would be very good 
news to them, reassuring, that there would 
be no taxes, and therefore they can adjust 
it, and Ill so so they don't get caught with 
their pOJlts down. " 

Thllt is the important part. 

We wllnt to help them, and just bring to their 
attention this clauee of thie Section 102. 

It is still on the books . 

And if they are not familiar with it, if they 
would care to v~ite tho Commissioner of In­
ternal Revenue, he v;ould be very glad to 
explllin, 
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That is all right. 

But I mean mo1•e that way, rather than any 
threat. 

In the press conference last l>ecamber where 
we explained that there was a lot of smoke 
and no fire in 102, wo went a little bit too 
far in ~lacating businessi and the boys bad 
it all 1n their mind "We 1, they are going 
sissy on us. \7e nili hold out some next year, • 
So I think i t is well to make that part pretty 
clea.r , 

!low, what else have you got? 

All the other things you asked for , You also 
asked for the estimates on Federal, State and 
local taxes, and consumption percentages . 

Yes . Okay. 

You also asked us to get some figures on the 
snles tax on articles over a dollar , You in­
dicated thet you thought a study had been 
made of that . No sucli study has been made. 
There v;as a prel iminary surve;r of many neces­
sities that sell over a dollar. There are 
cany luxuries that sell for less than a dollar . 

I will bet you a dollar that somebody did make 
a study on that , 

I am just reportinG that Blough can' t find any. 

You go through ~ recor~l Vlill you pl ease (Re­
por ter), and tell llrs . K!otz I want~ files 
to be gone throueh, and look up what I asked, 
how much r.ould a tax produce, a sales tax on 
articles selling over a dollar . 

Then you ran into another problem there --
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Are you betting me a dollar on that? 

I am not betting a thing. I am merely re­
porting what was told to me . 

¥oley ~ill hol d the stakes. 

That is not our system. We don ' t have a:ny 
stakes . We just bet with fellows Ita can 
trust . (Laughter) 

That is vlbBt is the matter . 

llobody can hold the s U!.keholder, 

In proportion to a person's income, you see 
a fellow who is earning 18 dollars a neek 
has to buy a suit of clothes or an overcoat 
that costs him 35 dollars . But the pro­
portion i s greater than it is with the fellon 
that is earning 25 thousand dollars . He buys 
suits like Foley' s , see? (Laughter) 

$37 . 50 , is i t? 

He gets them at tho same place . 

Then you wanted some figures on the nunber 
of individual income tax returns for all 
the years from 1 32 through the next year 
estimated, and you also wanted a table on 
corporations and then a breakdown showing 
the number of returns under five tbousmd 
dollars and up by gradations as to both cor­
porations and i ndividuals . 

All right. 

They are all there . Then you also asked f or 
some f i gures on the estimated returns f r om 
different types of taxes. They are there • 
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llov;, there were tno - -

Those are new taxes? Or o.re they taxes 

First and second Revenue Acts of 1940. 

Now, thei'e were two items on the list you 
(H.U. Jr ) received f rao me. I tem number one, 
ascertain how much money not now shown in 
the bud&et is being spent on National De­
fense, 1s actually be in;; spent by ~iPA and 
CCC. lir . Bell is handhng tllat and he is 
also --

That i s a little bit difficult to get. 

Computation of the amount of taxes earmarked 
for National Defense, and so on and so forth. 

Bell is takinG that? 

'l'hat is number 7 on that sheet , I have given 
you 2, 3, 4, 5 and 6. 

\tba t is 7? 

Compute the amount of taxes earmarked for 
National Defense, and the amount of other 
taxes, and shon t o what extent the bud~;et 
for ilational Defense is bala:1ced, and the 
extent t o which the budget for other pur­
poses is balanced. 

That is on that statement. 

Unfortunately, I am eoinV to seo the press 
at 10:30 . I wish I wasn t , but I am, and I 
want to get ready lor .,u,., and I will say 
no in about ten different •;;ays, and let me 
kind of study this thing. 

I have Doughton' s report , I didn ' t know 
uhether you wanted to read that before you 
sav; the press . 

20 5 
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No•eaber 28, 191!o 
11:50 •••• 

RE BRITI SH PURCHASING P R:IGIW« 

Preaent: 

K.ll. Jr: 

Young: 

H.M.Jr: 

Mr. Bell 
Mr. role:r 
Mr. Cochran 
Mr. Vh1 te 
Mr. Yollllg 

We are talking on aaaeta here, and I tbougbt I 
would l et t hea lieten on tb1e thing that Stilllson 
wrote ae. 

The draft to Layton' 

Yee. Th1e 1e from 8t1maon. •Before oonrirm.ing 
to Sir Welter Layton the eubetanoe o r our recent 
oonveraatione, I would e~preoiate your auggeet1one 
on the enclosed drert or reply to b1e letter or 
NO'feaber 1~. a cop:r of wh1oh ia aleo enoloeed. It 
ie •:r hope to deli•er •:r r eply to him Friday, it 
poee1ble. • 

Now, I haYen 1 t read thie thing. I t hink you will 
get t he drift o r it it I read the thing. I will 
do it out loud. Tbla ia t roa La;rton to Stimson. 

"The etateaent which General Weaaon handed to •• 
;reahrdaJ in oonneotion wi th the 10 D1'f1e1on 
aobeae, which abowa eatiaatad producti on under 
the u. s. prograa:me together with t1guree or Br1t1ah 
reqQireaenta, bri.nga ua to tbe point where it ehculd 
now be poaa1ble t o place order• t or aaJor items or 
equ1paent. 

0 The l1at or r equ1reaents .ubmitted up to date 
does not, or oouree, proYide all the artiolea re­
quired to equip an ·~· but the other 1teaa oan 
tor the moat part be auoh more qu1oklJ produced 
than ordnance, an4 tha:r aar be lett to be dealt 
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with by the milttary otticer1 who will be sent 
out after my return to London to complete the 
nesotiatione and to carry out arrnngements in 
connection with the e1uipping ot thie toroe. 
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•In the meantime I have received trom the British 
Government a cable l n which they state that they 
appreciate t he difficulty, referred to in the note 
you handed to me on Oc t ober 31st , ot making •A firm 
commitment f ixing the final time ot the completion 
ot these deliveries•. They are, however, extremely 
anxious that the oroduction capacity should be 
increased to the maximum ea aeon &I ever possible, 
and I have been given authority to olace orders 
t or t h ia purpose ea aoon ae qUAntities have been 
def ined. 

•tn regard to some ot the ltema on General Wesson's 
ltat - ch1et ot which are machine guna and automatic 
ri t lea - it ia not yet clear what weaoona ahould be 
uaed t or the arming ot the 10 Divisions. But in 
the attached list, which covers much the greater 
P" rt ot the programme, I have indicated the quanti tie& 
which we are prepared t o order forthwith. 

•Ae thia programme ie an expansion ot capacity tor 
oroduoi ng United States typea ot equipment and the 
material delivered to the Britiah Government will 
in raot come in large part trom factories which 
are delivering preo1aely the same goode to the Var 
Department, I have informed the Government a t home 
that the War Department will cooperate 1n inapection 
and in progressing the ordera; that 1t will aee1at 
generally in expediting delivery ot the Joint 
programme and that no initial capital expenditure 
will be incurred by the Britiah Government. 

1 I muat , here , place on record our warm appreciation 
or the great practical value ot the cooperation ot 
your DepArtment and the ettect that it will have in 
hastening the development ot our maximum var strength. 

•May I add, however, that vhil~ the Britlah Governm«t 
tully aopreclatee the r e1ervat1on in your note or 
October Jlat about giving any guarantee ot a com­
pleti on date ror the aohema, ita value, aa I am aure 

• 
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you appreciate, largely depends on aeouri.ng a 
net addition to our striking force in time tor 
the spring campaign or 1942. Time must be allowed 
tor training, tor organi£ation and t or transportation. 
The effective carrying out or the aoheme requiree 
that the various items or e~ipment should oome 
forward in reasonably balanoed orooortions next 
autumn, and tully to aohieve our obJect the quantities 
asked tor should he available or in eight by 
December, 1941. 

•As to the Army ' s 0A0 programme, I have tc report 
some progress in regard to the it ems or Bri t1eb 
types vh1ch you authori£ed us t o order 1n the United 
States in the note handed to me on November let, 
namely, 2 pdr. tank and an ti-tank guns, and . JO} 
Enfield rifles. We are in negotiation, v1th the 
knowledge and approval or your Department, vi th 
the Republic Steel Company tor the roroer, and 
with Smith & Wes son and Winoheeter Repeating Arms 
Comoany tor t he • 303 ritlee. 

0Theee two items , as I have already pointed out, 
are at the top or the priority list or the British 
Army's requirements. On present indications the 
number or British-made t a nks vhioh oan be put into 
the field in 1341 will be determined by the output 
or 2 pdr. guns, tor which there is no oosaible 
substitute, Britioh or Alllerioan, until the spring 
o r 1942. 

•In the case or • 303 Enrteld rttlee, there vtll be 
no margin next year t or loeeee in righting abroad or 
tor reserves, t or it the Field Arfl1 in Great Britain 
grows according to plen, it vtll tull:r absorb the 
whole output which is at p resent in eight. Here 
again there is no poesible subataute. The output ct 
. 30 calibre rifles rrom t he Rook leland olan t will 
be needed tor the 10 Divieion scheme, and even if 
additional .}0 calibre ritlea we re available, the 
prospects t or the output or .}0 calibre small arms 
ammunition are not such as to make it a practical 
proposi tion t o attempt to substitute either .30 
calibre rifles or maohine guna in the British 
Regular Arm)'. 
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although a aupplJ o f both thaea 1taaa 11 1n t~ot 
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on order 1n that oountrr. Ot the total &raJ 
prograame wb1oh we hoped to place 1D North Aaer1oa 
as an 1neuranos ot our own p roduotion ot Arar 
auppliea, we b&Ye now to rel7 on Canada alone tor 
field guna, aaob1ne gune, anti-tank ritlea and light 
anti-a1roratt gQna. Theee, with aanr other ordera, 
haYe s tretched Canada'• oapacitJ to the utmost 
l imit. It is out ot the queet1on to ask her to 
do aore. 

1 I bope, therefore , that we a&J haYe tbe beneYolent 
eupport ot the War Department and the National 
Detenae AdY1sorr Ooma1sa1on 1n exped1t1ng the plac1qg 
ot the contracts and eecur1ng dsl1Yery ot these 1teaa 
1n our 'A' progr8mme, 

Youre e1noarel7, 

(S1gne4) V. T. LAYTON • 

Th1e ie troa 8t1maon to Larton. 

'In anawer to rour letter of NOYembe r l~, I am glad 
t o aay that I haYe, since our d1acuee1on on 
NoYeaber 15, been able to obta1n 1nt ormet1on upon 
tbe baei a of wbioh 1t apoeara p raot 1oable t or r ou 
t o obta1n 1n tb1e countrr equ1paent of Aaer1can 
atand&rd t JPea t or the 10 D1T1a1one wb1ob rou haYe 
1n mind, eubJect to t he cond1t1one eet forth below. 

'I am sure you appreci ate that 1t ie impoee1ble to 
giYe · a commitaent ae t o the aotual datea of deliYarr 
and that, as I haYe preYioualr atated, conditione at 
the t 1ae of del1Yerr auet goYern. Alao, I should 
ear that the estimate o f the a1 tuat1on ..tUch I b&Ye 
aade ie baaed in large part on the aoaewbat incoaplete 
liat of 1teae t or equipment and aaintenance ot r our 
10 DiYieion e (excludi ng t he 'Program A' iteae) which 
ia attached to r our l etter of NoYember 1~. 

•on t hia baaie it appears probable that eutticient 
equipment tor your t raining cadres mar be readr bJ 
8epteaber 15, 19~1. turther 4eliYeriee on moat iteae 
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11&7 be r ead)' br. December 1, 1941, and nn.&l 
equi pment, including 6 monthe' mAintenAnce for 
a force of 10 D1viaione IIA7 be delivered br 
April 30, 1942. Thie doee not mean that it 
will be possible to m&ke euoh delivery of all 
the items which you may w1'h to ~ve, and 1t is 
fairly oertain that del ivery will be imuosaible 
in whole or in part on items euoh as height findere, 
155 mm. gune, g• howit~are and ammunition therefor, 
and 37 mm. and 90 m.m anti-aircraft gune. In such 
instances, however, it aA7 be poesi ble to find 
some substitute or f or :rou t o t1nd aoJUe other 
method of perfecting your plane. As to a~un1t1on, 
the e1tuation is not ae clear, but 1t appears 
probable t hat some training ammunition abould be 
ava ilable by the end o r 19111 1t addi t1onal new 
productive facilities can be made effective orior 
to that date. · 

• I can not, ot course, give you any assurance that 
t here v1ll be no necessity t or initial capital 
expenditures e1noe these matters are not a matter 
t or the War Department, and muet be determined with 
the appropriate department or departments or the 
Government. In t hie connection, however, it eeeos 
appropriate that in the event that orders tor 
equ.ipment de81red by you are placed in manuraotur1ng 
racilit1ea whioh have been tin&noed 1n whole or part 
by the War Department; such orders should bear a 
proportionate part of the amorti~ation of auoh 
nnanoing, preeum.o.bly on a 5-year amortiution bade. 

1 The conditione t o which I have referred are ae 
t ollowe: 

1. That your ordere t or the 10 Div18ion prograa 
be olaced oromptly i n order to initiate at 
once t he oroduction ot t he items involved and 
to inorease the pr oductive oapaoity in tb1e 
countrr tor auoh iteme. 

1!. That such ordera ahall be plaoed under the auper­
viaion or the appropriAte euppl7 branohea or the 
war Department and in such a manner ae to reault 
in the creation ot additional product ive capacity 
to the extent and in the inetanoes deeignated by 
euoh supply branch. 

• 

• 
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J. Tha\ you al~o \ake s \ eps \ o provide such 
auxiliary or complementary facili t ies aa \ be 
need t heref or ia indicated by t he aporopriata 
auoply branch, auoh, tor example, ae provi ng 
grounds t or teating materiala. 

•This Department will be glad to cooperat e ae tar 
ae poaaible to aasiat in mattere or inepection and 
in progressing your orders, and I reel confident 
that the Detenae Ooamisai on will likewise cooperate 
t ully to aee1et in meeting your progrua. 

"In o rder to expedi te the placi ng o r your order s, I 
strongly recommend that you make arrangements with 
the Bri tieh Purchasing Commie aion to make available 
t o each supply branch or the War Department a 
representative or the British Purchasing Commiaaion 
with authority to take prompt action in undertaking 
oommitaente t or contracts. I alae believe it 1a 
eaaent1al that this Department and the Det enee 
Comoiesion be supplied aa socn aa poaaible wi th a 
li~t or. all items now on order and t hose proposed 
to be ordered t o complete the 10 Divlaion program, 
ae wall aa any other o rders which are in contemplation, 
since wl tbout thil inrormation it ie virtually im­
po eaible to make accurate plane. I understand that 
etepa to t b ia end have been initiated through t he 
Pree1dent'e Liaison Committee, and I truet it will 
be conti nued and completed as expeditiously aa 
poe aible. 

· ~bile it ie always poesi ble that acme untoreeeen 
occurrence may impede the progress or your 10 Division 
program, we will do our beat to make poes ible ita 
timely completion. Since, however, this will r eQlire 
a considerable r eedjuatmant in our ovn plane, and 
since i t ie absolutely eeeential that our t o rcaa be 
given their min i mum ini t1al training equip111ent before 
del iveries can be undertaken on your 10 Divie1on 
progru, 1t 1a improbable that any del1ver1ea can 
be made on your 10 Division program prior t o July l, 
19~1. Also , it will be neceaaary that our tull 
program and your 10 Division program be given 
preference in the event or any confl i ct with your 
•A• Program or any other item• which you preeently 
have or uy place on crder. Moreover, i t will be 
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eeeent1al, vben the tiae ooaee tor del1TerJ ot 
JOur equipaent, that ae a reeult ot the ardere 
whioh JOU now propoee to place there eball be 
in eight the production tor earlJ deliTerJ of 
eutticient quantit1ee ot equipeent to giTe 
aeeuranoe t hat tbe balance ot our progru will 
not be aeriouel7 dela7ed. In taot, it ie onl7 
on the baaie ot eubetantiall7 inoreaaed production 
and production oapacitJ tor our tJPII ot equipment 
ae a result ot rour ordere that the neoeaear7 
obangee i .n our prograa oan be contemplated. 

'I aa glad &leo to oont1r11 our underetan41ng with 
reepeot to JOur 1A1 Program which hae been under 
prertoue dieouuion and vb1oh ie ooTered to eoM 
extent 1n JOUr letter. Ae to tb1e, it ie ar 
underetanding that except t or the 2-pounder gune 
and the • 303 r1tlee, which are Brit1eh tJPe equip­
ment, and the ~.5 howitzer, which hae not been 
adopted bJ th1e oountrJ, rour tuture ordere in 
thie oountrJ will henceforth be onlJ tor American 
tJPe equipment. In connection with the 2-pounder 
gune and the . 303 ritlee I underetand 70u will 
require no aamunit1on from thie oountrr other than 
that alreadJ on order or that aa7 be ordered to 
continue in operation at preeent leTel ammunition 
eouroee which rou are alreadr ueing. I aleo under­
etand that onlJ 1,000 2-pounder anti-tank gune will 
be ordered, the balance to be or 37 .... u. s. tJP•, 
and that ae to the 2, 250 2-pounder tank guns, tor 
uee 1n British made tanka, onlr the tubee and breech 
aeohanhae will be ordered. 

1 I aa eorrr that there auet be oon4it1one attached 
to the aot1one diecuued herein, but I knOif that 
rou underetand the need therefor, and appreciate 
that the7 do not i .ndioate a lack ot desire to giTI 
rou eTerr pceeible aeeietanoe. 

Verr einoerel7 roure, 

Seoretarr ot WAr' 
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What ie the word, your trl!.1ning •cadres•? 

It means groupe. 

Now, here i a the oart. "I can not , of course, 
give you any aoeurance that t here will be no 
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necessity tor initial capital exoenditures s ince 
these matters are not a matter tor the 1;ar Deoart­
ment, and must be determined with the approoriate 
department or departments of the Government . In 
this connection, however, it seems approoriate, 
thAt in the event t hat ordera t or equioment desired 
by you are placed in manufacturing facilities which 
have been financed in whole or part by the War 
Department; such arOera should bear a proportionate 
part of the amortiution of auch financing, presumably 
on a 5-year amorti~at1on baa1a. • 

He doesn't put t h la financing in my lap 1n thi s 
le t ter. 

He Just diaolaime it. That is what his intentione 
a re. 

l~ell, I meen, t his i e 

He aaye take it up with other departments, doesn't 
he? 

But what doe a St1maon expect me to aay? 

Well, he ie asking it you have any comment on that 
letter. 

I thought 1t was all on the finance t hing. I bave 
no oomment. 

Th~re ia one suggestion I think you might ask him. 
about. 

What i s t bat? 

That is on thia 10 Div1a1ona of Layton's , the 
B program which he talka about in there, where 
we always have Canada yelling ror equipment on 
a hemisphere basis, poeai bly an added condition 
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m.1ght be the poae1b111t)' or tra1n1ng d11'1e1ona 
1n Canada made up or Canad1ane, vh1oh would aol•• 
our problea or g1•1ng add1t1onal equipaent to 
Canada and at the 1a11e t1me eat1ery Layton' • 
program. 
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Well, again, not in oonneot1on with this letter 
to me. Let me Juat write a l 'etter - you wr1te t he 
Seoretar)' ot War (epeaking to reporter). 

'M7 dear Mr. Bt1meon: 

"I beg to acknowledge reoeip t ot )'our l etter ot 
No•ember 27 v1th the enoloaed draft ot )'our reply 
to Sir Walter Layton ' • le~ter o t N01'ember 14. I 
beg to 1ntorm )'OU that I ba•e no comment to make 
on the draft ot )'OUr l e t ter to Sir 'olalter Layton. • 

Pretty oold. 

There ian 1 t any warmth ln t here, 11 there1 

Do they haYe to pay tor thia t1ve year amorti&at1on' 

You eay kind ot cold. It 11 no colder than 
Bt1maon'a letter to me. 

When a man aaka you tor commenta, that 1n ltaelt, 
unleaa there ie aome reepon1lbllity that you are 
tied 1n vtth there, that 1n tt1elt warrsnta , I 
think, a little nicer r eply vitho~t eay1ng any 
aore. 

It you eay any more you are eunk. R1ght1 You eee, 
you ha•en 1 t got the background. Let me explain to 
you. The background 11, he hie told S1r Walter · 
Layton,•I won't go ahead with thle unleea 
Morgenthau or eomebody 1aye t1nanc1ally 1t ia okay.• 
Nov, I ha1'e got t hree oho1oee. I oan aay I ha1'e 
no eoament. I can eay 1t 1a aU r1ght t1n.anc1all)'. 
Or, I can aay that they ha•en 't got the ·mc.ney. 
Nov, 1n anaver - th1e th.1ng here coati 4oo 111111on 
dollars or nlant expaneion and I can 't 1n one 
ainute loot" at theee t1gurea and i n another minute 
eay they haYe got 400 million dollars. 
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C8D you dodge the reapona1b111ty by 8ay1ng no 
oo111111ent 7 Ie t here some reepona1b1l1ty 1nvolved 
1n the mere tact that he let you know that there 
1a en expend1ture com1ng of t hat character? Doee 
it need further study? 

liben I eay no comment , I wo.eh my hands of 1t, don 1 t 
n 
Thank h1m tor showing you the draft and say that 
at t h1a t i me you are not in a poai t 1on to make 
any comment, someth1ng l1ke that. 

I am Just vondering 1vhether t here ie a responsibility 
involved in the mere t act that he let you know t here 
ia 4oO mill1on dollars ot expenditure. 

He doesn ' t say that. I get th1e t rom Pb111p Young. 
He doesn't say how much 1t coeto. 

The only thing he aaye t here 1e that you have got 
to take the t 1nano1ng up w1th other departments 
concerned , isn't that wha t be a~ya? 

You can oay you presume thet t he financial end 
ot th~t ie adequately t Rken oare o r. That le t a 
you out. 

No, no, no. 

He would come right baok. 

You can when the reaponaib111ty oomea back here. 

I ~ Jus t wondering wh.ether t here 1an 't a respone1-
b111ty merely by your aoqua1ntance v1tb the proposed 
expenditure. 

L1eten, I have taken t hat r1ght straight along and 
been whist l ing in the dark beoauae the Prea1dent 
knows and eo forth and ao on. Now, if I get into 
it at all, the order i en't placed, that 1e t he .ay 
I look at it. I aay I have got no comment . I go 
up betore the Hill. They aay, •Mr. Stimson said 
be eent th1e over to you. Why dl4 you let him 
plaoe it'' I aay, •Tha t 1e hie bus1neaa it he 

Regraded Uclassified



Vh1UI 

H. M.Jr: 

Young: 

H.~.Jr: 

ruu: 

Young: 

Vh1U: 

K.M,Jr: 

Bell: 

H.ll. Jr: 

Young: 

Pohr: 

Wh1te: 

ll,li,Jrl 

21.6 

- 11 -

wante it plaoed. He didn't eak •e in the letter. 
lie didn't ear t o me, 'Mr. MOr&enthsu, bae the 
Br1tiah GoTernment got the eeeeta, the .oner to 
pa)' !or thia? 1 He didn't aek me a point blank 
queation.• 

He aeked rou !or oommente. 

Well, I baTe got no commenta. 

Well, Harrr, rou hsve got the reeling that there 
h an i.mpl1e4 appronl to gc ahead on it. 

It doea not i mplf. 

It doee 1aplf to me. 

It doee to eome extent. 

I! rou weren't saoraterr or the Treaaurr 1QU oould 
haTe no oom:nenta, but rour hartn& no comente and 
h1a telling rou what to do , I thlnk the poe1t1on 
might be taken that 1! rou hsYe an,)' obJection or 
i! there 1a an)' doubt in rour mind, that nov ia the 
time to apeak up, eo that there either baa to be 
a caveat in rour raaponee ear1ng that rou preaume 

I oan parapbraae hle. 1I would appreo1ate rour 
euggeet1one on the enoloead drB!t . • I haTe no 

· auggeetione t o make on the enoloeed draft. 

Ian 1 t thla the letter rou vera going to t&llt about 
to.orrov night! 

Yea. 

I bet be coMe bAck v1th another drart &DJV&1• 

'l'hat 1a probe.bl)' vbat be v1ll do. Ir ba w.nta -
won't take it, and he will oo•e baok ror more. 

•I baTe no eug .. uo., 11 better than •I haTe DO 
ooaent. • 
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ea y1ng to St1maon, 'L1aten , vbat the hell are 
you trying to do , put me on the apott• 

I t hi nk that vould be the beet vay. Haen 1 t 
that been your relation v1th St1maon, t hat 
you oan talk that way? 

Sur e, Jua t 11ke Knudsen, vhen Knudaen tella me 
to vr1te a letter approving vhat he haa done , I 
have got no letters . I have been thinking that 
there 1e no vay any manuraoturer oan eay, 
'Morgenthau guaranteed t hat the EngHeb can pay 
me.• I can't be making any •erbal oommitment. 
I hope I haY en 1 t. Do you lr.nov o r any? 

No. 

Well, I haYe tried it out on you guya and the 
anaver ie ve v1ll take it up at lunob tomorrow. 
All r 1ght. Thank a enrybody. 

They haYe got a lot or nerve, it eeema to me, 
trying to put up 10 Divieione here, I suppose 
ror 1nvaa1on purpoaea. 

Well, that 1e another story. 
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T>IE eJCIUTA"Y OV THI TIICA8UIIY 

WAaHt NOTOH 

Nov~ber 28, 1940 

I beg o acknowledge reeeip f your 
letter of N ember 2:1 , 'IIi th th enclosed· 
draft of yo reply to Sir W er Layton' s 
letter of N amber 14. 

o inf Ol'IIL yo 
o~ent to e on the 
to Sir Walte Layton. 

that I have no 
aft of your letter 

Sincerely yours, 

~ (~ 

"L~~1r 
Honorable HeiU7 L. Stwon, .__..:..---

Secretary of War. 
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lett. et .. , , .. u. 
I wlsll te s..r-"" .. t 1 aft • 

1 nt w ..a • tM INft et ,.. lett. 
w 81r walt. J.qta. 
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_, a.r ~· Wm••• 
I ~ to t'hcnl.., reeelr' ot ~ 

lett• ot Jornhr wr, ilth tile ., ... 
4ftft ot Jfllfl' NplJ to 81r walt• t.rt-'• 
lett. of ... ' .. u. 

I 1d.ah to lJifoa ~ ttaat I !an ao 
• at to .a • tile 4ftft ot .,_, llttel' 
to 811' walter LqtoL 

I 
/ 

••-I'Ul\11~•...., L. Sthsw, 

a uNtarr ot war. 
IDIJ 

,/ 

.. 

.. . 
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WAR O~AIII"Tt-41tNT 
W ....... I,OTON 

... .... 27, 1941). 

llMr ... 8eoH\u71 

Wore 00Dtl..N1Ac w 81r llllter ta;rt.cD t.be 

••ibetuoe otr ..... -\ --u .... t -u •JIIll'"i­

aw JOUr •aae-\icl~Y .,. t.be -loro4 4ratt ot NPlT w 

hU 18\t.r ot ....,_._. 1.4, a oow ot 11hl.oh 18 &1M 

-loMd.. I\ 18 'q hope "'ci811'1V 'q ... ~"' h1a 

Jr1daT 1r )10&1111Wo. 

-.lWo lloar7 .......,\bell, 1'1'., 
8eoH\u7 ot t.be ~. 

'lr.nr7 De~. 
~,D.C • 

... \ol 

IMrw\U7 ot tM .. ~ 
8eoH\u7 ot 0 ... 
QI.W ot 11\&tt 
.. , • QoMral c . .... _ 
... J • •• lltae\tdAiu, ~ • .. .,,,,_ .. ...,.._ 
... ...u~ 
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...., p:'Od,,.,u ... tacilitlea .., be ...s. ett.otln Jll'1cr \o til&\ da\e. 

I can not., ot •-, lin JOQ aJ17 -• that \boon will be 

.., ....... itr tar iDitial o&pit&l "Xpplldl turea &iDee th.ae attere are IICt a 

atter tar t.he 1liu' Depart•Dt, aDd ..at be 4etermn.d with t.ho &PJII'OPI'i&\e 

clapU'\IMDt or 4epartMIIte ot t.he acm..,...,t, 1D t.h1a oOIIII.oticD, hon ... r , 

it aooaa appropri&\e that ill t.he n111t that order• tar ~\IJ.~t 4ee1re4 

1>7 )'Oil are pl&Oid ill azmt&eturillc taoiliti&t 'lbioh han bMD tlMDOed ill 

'lholA or part b7 til. 11iu' De~t1 INoh ord..., llhOIIlcl bear a propcrrtialla\e 

port ot t.he aaoortbaticm ot nob tiii&IICillc, ~lilT em a S....,..r uortill&-

tim batia. 

l . 'l'h&t fOUl' orclll't tar til& lD Dl:rlaicm p:ocrea be pl&oed ~ 

ill order w iDiti&\e at •oe th& procluoticD ot th& it.a 111-

't'OlTed aDd W illcrea .. th& productin O&J&Oitf ill t.hi& COIIIItJ'T 

tor INoh 1t.a. 

2, 'l'h&t nob ardara eball be pl&Oid 18l4ar th& wperrlticm ot th& 

&ppropri&\e ""'''P1T lnAohl• ot th& ..... ~t aDd 111 nob 

a .......- u w re~t ill th& oreatioo ot a&litioll&l p:ocblotift 

O&J&Oitr w th& a:teat aDd ill the illato.noee 4eei(llated b7 nob 

lniPPlT llralloh. 
&lao 

), That ;rov.;\aloo &\epa w prorldl nob emd'~•"T or ooaplneDt&"1 

tao1lit111 u th& uecl t.h.refor 1& illd1oated b7 t.he appropri&\e 

tupplf bralloh, nob, tor uupla 1 •• proYillc CJ'OIIlldl tor teatillc 

ateriala. 

!Ida DepartMDt will be clA4 w ooopara\e u tar u poeaihlA w 

Regraded Uclassified



_,_ 

.... .u1 ,,, ... ~-lA·· IT I ate~ te ...sR 

aftil&~ to eulliJIIIIPlT 'llnrMil of~ 1llr ~a 1ep; ••tat.ift of~ 

Brita!~ 1'111 butac a '••!& llitll aaa..n• -. w. JII'CIIIP\ ans. u ..-.. 

taldDI ~'-M tfllf ~. I alM ..u- 1\ S. -'1&1 tiM tllU 

De~t u4 ~ Dot- oa-ueua 

a u.i ot all it..- ca Clriar 1184 tlloM J&CSIITI to 'lie .... W ~ 

ttt. lO DldliG& J&'OP'Ut &I .U &I U1:1 0U.. ...... lla1ob uoe D I ••,.1et,t•1 

:!Doe dtboat tiWo s.t-\ica it 1a ..Ut 117 1 1 11llll.e w _. -­

paa.. I 181da'n-l \bat n.p. \e tiWo-' baft .._ laiU.W Urac&P ~ 

Pr.o~t 1 1 Uai- a-ittea, u4 I tnn it II1U 'lie ~ u4 ~ 

u «<l*lits.o.l.T .. pooeilll.e. 

1.tlpode tba prOIJ'- ot .,_ lO DlrtiS. .. ..,.., ... II1U .. - 'lien to -­

po .. i'ba 1\1 tialT ~· as-, lw ow, tldldU ~ • -111 

a~ r.4Jw' \ u - - plaM1 u4 liMe 1\ S. ......... T -'iA1 tM\ 

_. r- • .,_ ~ _,.,_ 1a1u.a1 VaSaSa~ eorA: · ' w- MJJ.~ 

.... 'lie a • rt·!ree • .,_ 1.0 Jlirt~Sa ... ...-. it S. i 1 •n- tM\ .., M-

llft&'ial - ..... - .,_ lD Dlrl~Sa ..... ..-s- - ~ 1, lN1o &lao 

it II1U .. -Ill ) *' - tlll1 ....... - .,_ lD Jlirl~Sa .......... 
ci'nll ,...r- u 11M ...a\ ot U1:1 ..n.1at w1UI .,_ 11.1 lr..,_ fllf DT .,..._ 

1W. tila1all JW j&TIII\17 baft C 1£7 plMe- ...... I&WTWo 1$ ftU 'lie 

mit'•'• -.. * u.- t• 61li9WJ' ot .,_ ..,Ss ·, *' u • ~ 
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U>e orders whioh :rou now propooe to place there oh&ll ba 1o oigllt. t.be 

production for earl)' deliver:r of eutflcient quantitlee of equlpoent. to 

give aoeurance that tho balance of our procra• will not ba sorlousl;r do­

J.&:rod · In fact, it is onl;r on tho bftoio ot eubftt.ontlall,y locroased pro­

due tion ond production capaoi t:r for our t:rpoa of equlp.ant as a result of 

your orders that the necesoar:r changes 1n our progr .. can be conto•plat.od. 

I IIJI glad also to confl.n our W\derat.ondlog with respaot to :your 

'A' Progru wblcb baa boon under prerlouo diocuaol.on and whiob 1a coTOrod 

to oo• extent 1D :rour letter. As to thi.o it lo -.:~ W\dorot.ondlog that 

except. tor t.bo 2-poundor guns and tho .)()) rifles, wbicb are llrit.lsb t;rpo 

equlp.ent, and the 4.5 howitzer, wbiob boo not baon adopt.od bT th1.o countrJ, 

your future ordoro 1D t.bls countr:r will bonoofortl:l ba ool;r for .&.orlean t:rpo 

equipooont. In connection with tho 2-poundor guns and tho .JOJ rlflas I 

undor ot.llnd :rou w1ll require no 4JIIIIIW\ltlon fro• this countr:r other than that 

alroad;r on order or that ma:r ba ordered to continua 1n operation at present 

le'fol auunition sources 'llbiob you are alroad;r uolog. I alao undorst.ond 

that onl;r 1 , 000 2-pounder anti-tank guns will ba ordered, tho balance to ba 

of 37 •· u. s. t:rpo, and that as to the 2,250 2-pounder tank guns, for uoo 

1n Britlob ado tanks, onl:r t.be tubas and l:necb •cbon.io .. w1ll ba orderod. 

I .. sorr:r that thoro a:uat be conditiona att.acbed to tho actiona 

diacuaoed harolD, but I know that ;rou undorlt.ond tho need therefor and ap­

preciate that tboy do not 1Ddicat.e a lack or deolro to give you over:r poaoiblo 

asa1e~nce. 

Vor:r alocorel;r yours, 

S.cretar:r of liar. 
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t UlW'd Botel, .. biDCtcG, D. C. !elopbaoo lepubllc 7860 

BRHISB POIICIWUIIG <XIm88l<ll 

Deer Ill' . su.aon, 

!be et&t.ent which General llooeon bando4 
to - 7"&t&rcl.t.7 111 oo~~nect1011 with the 10 D11'1el011 
ac-, 'llbich ebon .. t~t.ed productlOD Ull4er the 
O.S. pro~ to&othor with tlcureo ot Britieh reqnire­
aODte, 'llr1llp u to tho poillt wbere 1t ohol&ld ncnr be 
poaeiblo tc ~co orclere tar ajar it.a ot equiPMDt• 

!be U at ot reqmr-enta oulal. tt.ed up to 
elate dooo not, ot COIJI'II, prortdo all the erticlee 
requ1rocl tc equip an ~. but tho other lt.a can t or 
the aoet part be IIW>h acre quickl,y produco4 than orc!DeDM, 
end thq aq bo l ett to bo dN.l. t with by the .Ui tarT 
ot1'1coro who will bo oont out attar ~ retiJI'n to Loodon 
tc coaplete the necotiati cce end to c&rr7 out errangomente 
ill coDDection with tho eqnippin& ot thio terce. 

Ia the -tiae I !Ia,.. rece1Y04 rr- the 
Britleh CloTU'IIMIIt e cable ill 'llbieb the7 ot&to that th07 
appreciate tho cl1ttlcnalt7, rat.......S to in tho not& 10'D 
banded tc - "" October )let , ot aalc1llc •• tira eOIIIIlt.­
-t tiJr:1Dc the tiDal t1ae ot the CCIIIpleticc ot theM 
doliTerloa•. 'rbe7 are, bcnrner, utroaol7 t.ll:ld.oua thet 
the product1011 capaci t7 obould bo incr01ood to the 
•x1•• aa eoOD •• ner poaaible, aDd I a..-e bee givm 
eutborlt7 to place orc!ere tor thie purpoee •• eoon aa 
quantitt.e haft boon dotino4. 

Ill roprcl to •- ot tho ltau on Generel 
'loeocm'e U at - chiat ot 'llbicb are •chino CUD1 end 
e~tic r1tloa - 1t 1e not ,.t clear wbet -polll 
abmUd bo uaod tar tho era1n& ot t!la 10 D11'1a10111. Bllt 
in the e tt&cbod Uat, wb1ch ..,...... IIUCb the cr•ter part 
ot the prcr_ , I !laYo 1Dd1oot.ed tho q_.utioe 'llb1ch 

- ore pNp&J'od tc orcS..- torthrd th. 

u thia procre- 1e an apa~~~ica ot 
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I au\, here, pl.a.,. oa ~ord ov 'Aft 

appreci&UCII ot tM cr-t practical ftlu of tile co­
Op&11Jt1CII of .,._ Dep&rtaut tJ04 tile efrect t.bat it w1lJ. 

ba.,. 1A llutea1q tba ""-10JIMDt of oar ..n- war 
etreqtla. 

llq I &44, bowa., ... , tbat OU. t.ba Brltieh 
OoiWWDt ~ appreciate• t.be reaU"ff.tiCII 1A rovrr 
DOte ot Ooto- )let alooat li..S..C uq a-nata& of a 
o.plaUOil tat& for tile .-, ite ftlu, u I aa nre 
)'Oil appreciate, larcti7 clepeD4a Oil oeewille a Det &441UOD 
to oar otrild.q foroa 1A U... tor tba opr1q caapaip ot 
1942. !1M -t ba allond for tn.1J11Ac, tor orpaiaUOD 
tJ04 t• trauportaUOD. !lw attaotift Cl&l'l'71q out ot 

228 

tM • .._ r&e~'llirae t.bat t.be 'ftl'ine iteM of "''uiJ'Milt 

eloooal.4 - t~ 1A .--lilT 'llal.aDOad ~ 
..at ..n-, &114 ~ to aolt.l...,. oar· obJaot tha q....,t1t1ae 
ukad for allol&lc! ba a....U.lla or 1A etpt bJ Daoabw 194].. 

u to tile '""'• •.t.• 11"11"-• I baft to 
r-eJIOrl ..... procra•• 1A r-eprc! to t.be iteM of Brltiah 
~· wlt.l.cll 701a aut.bor1eac1 u to orc1w 1A tile V.Utad 
ftataa 1A tM 11D1ie haDIJac1 to- 011 .... low let, MMl.T. 
2 potr. tat &114 uti-tat pu, &114 .~) Botialc! ritl ... 
•• are 1A aecot1at1oa, with tile lal~ &114 approftl ot 
.,._ Doopc1-t, with t11a S.pUllo Steal ~'Q' tor the 

t-, &114 with llait.b a •- &114 W1Acwter lepaa\iq 
.UV Coapo'Q' for tM .)0) ritl ... 

!Mea to1o it.&, ae I lla.,. alraaq poiAtad 
ooat, are at tile top ot t:a.. Jrior1t7 U.t of tile lr1t1M 

'""'• ~ta. OD preeeat 1Ad1oat10110 the .-bar 
ot lrit<tb w•· ta.a 1IIU.Ot .a ba pat iato t.be t1alc1 1A 
194]. 111ll. ba M\Wsd.Dad bJ tile Olltpillt ot 2 pdr. pu, fOtr 

wtaloll tllod.r 1o1M poeeilla nllfUtata, lritiM ... ~ • 
• w tile IIJrial ot 1942. 

Ill tile - of .)0) 8lt1&l4 ritlae, tiiRe 

• 
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will be 110 ..rpa MXt ,..u t~ loe- 1a f1PU11c 
............ t~ ree_, tor 1f \M 1'1t.l4 u., 1a -.at 
Jritt.ia IJ'G'I'I accd1.Dc to plaD it will ~ ebeorll 
t~~e wtool• mp11t ftiolt. 11 e.t pr•••t 1a llicJR ...... 
.... 1a tMH 11 110 poellil>..e nbetit.te. !lie O'llt)lllt ot 
,30 oalilln rUlt.e trca tile lloolt I~ pl.aDt wUl be 
net.clt.cl tor .. lO D1'1'1ei• ~~. all4 ena 1f ad41U~ 
.30 oalibrt. rU1N _.. a....U.IIlt. tile prooJ*Ite tor tb8 
mp11t ot .30 eallbrt. ..n ...... ~uoo ar• 110t noll 
eo to ..U it a praoUoal propolliU,. to t.tt.pt to 
oullltit.te t.itur .30 oalltln rifl .. or Molt.1at. pno 1a 
~~ BriU.II a.,aJ.ar U.,. 

!!leN ~- -=ot be .. t trca ean.da, 
altlloaP a ~ ot bcrtll U... it.. it. 1a tact Oil oz;lt.r 
1a t.ll&t -taT· ot tb8 total u., procra- ftiolt. ... 
~ to place 1a llorlll Allt.rloe ao aa iar<lruce ot oar 
"""prodllcUOil ot U., nppli .. , ,.. llaw- to~ • 
ClaDt.M al- tor tit.lA pu, • "hiM pu, aa~tozlk 
rUlN all4 l1&11t aaU-drcratt ,.... . !bt.oe, with MDT 
ot.Mr orclln, baTt. etretcllt.4 Cella<!&'• .. pacU;:r to the 
uU.Oet l1a1t. n 11 out ot the q-tioa to aok llt.r to 

4o --· 
I llope, tur.tore, thet ft M7 lion .. 

ben....,l•t e'QPilOI't ot til& 1v ~t all4 the kUonal 
llt.t- .lMe~ o-aeica 1a .:q>t.cl1tia& tile placiD& ot 
~· ocaV&otl all4 eeoariae del1wr:r ot the" it.a 1a aar 

···~· 

'lllo loo • I. L. 8\iaMOl, 
s..r.ta:r:r ot 'liar, 

'liar I i rts st, 
llulliJICMa· 

(Sip4) • • ' . t.t.mll 

• 
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117 ..... llr . Soere\&171 

It gino • ,.. .. , plo .. ,.... 1<> traaoalt horowllh a 

copt o! tile llrH1ah 1>1'011' .. for Mjor or4Aanco ltao. 

or4are •• of lo..-ber la\, orders un~er a•cot1at1on ae 

of tho oaao date, aa4 ordor o ~0 be nocot!•ttd. ln 

oddl tlon, tho requiro .. nto ua4or Sir Wal ter La,ton1 o 

1 and • procroao are 1toabo4. 

It lo _, waderotondlnc that ooploo of thlo prograa 

oro bolac aade aYalloblo 1<> rour ordoanoo offleoro for 

lla01rol7, 

(llped) ILMI a tD u,Jo . 

!llo loaorane . 

floe Seoro ,..., of War . 
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., ... llr. '""'"'' 

l\ Ji'f .. M .,._, pl._,.. M , .... u llerOYUII a 

oon of \lla lriUall J~NP• fa'f oajar .-. .. u-. 
fhh -.u. lacl._.a JrtUall """' n~l.--h u e1 

lo.,..'Mr at\11 \ep\llar wi\11 &a\ellt ooaaonlac oaflllo4 

or&aro •• at Jo.,..llar lo\, or&aro .a4or aoao\la\lon •• 

of U.a •- &a\o, oat or&aro \o 'M aocoUoh4 . h 

a441\loa, \ho ro.-lre80a\o .a4or llr Vol\or Lot\on' o 

A aa4 I pr..,-•• ora l\•loo4. 

l\ ll a, •4an\aa41ac \be\ "'lao ot \!Ill p.-osroa 

ora \alae aMa ... aU.-'lo M tev .......... atflooro tor 

. ..., ... -·· 
, ..... , Jt .. a " n,Jr. 
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DpJt.tcl 11prJ• !pltiopt ~rs 

or Up4tr ltcgtia\iop ip yaltiili¥ St•t.t• 
bY tb! ., " rtrr ot 8mmlr 

At D Jmabfr 1 • . 191J) 

ata•mrt A - Or4t·r • n"'=' 

1. Sbella aD4 ~ 
2. s.u-~u ... 
'· s.u .... -s.u ... 
4o ~ 
'· IMll.,.. 6. TIUib _, tell: eqait-Dt 

!Htm" 1- Ordtn !!r"~" wpt,1Jt1op 

lrl\1 .... I ' 1111 ec-t..S. 
lkt.l-'leal Dl'll•l..,, 11w Ya 
IOJ , I 20, 1940 

• 
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o~ort:• 
H~rr1Son : 

H." .Jr : 

'! .:' .Jr: 

?. : 

H. !' . Jr: 

!!: 

H: 

:! • • , .Jr: 

H: 

H. !C Jr: 

H: 

Henry? 

Yee, Geor ge. 

·~ el come home . 

Thonk you. 

•:ovember 25, 19110 
11:57 o . m. 

I ho9e you had e good trio, end reel well. 

Very good. 

Henr y, I've been wondering whether 70u would 
like - or whether i t would be agr eeable t o you -
to have me give you a dinne r up here in tle• York 
later on in December. I' d like verv much to do 
it before I quit t hi s job..... • 

I eee . 

... .• but on the other be nd I don ' t wan t to 
embarraPS you in any way by neking you to come 
to a party up here unless you ' d like t o do it. 
1~y thought would be t o get the principal fell ows 
a round town end I thought I mi~h t ask some 
Washingt on ~eople u9 too so we d get on admixture -
they ••oul dn t be Jus t all tl•w York. 

'ollll•, I' d be delighted, George. 

And I think i t might be nice - wouldn 't want it 
too formal anyway. 

No speak1ngJ huh? 

Wel l, you ' d orobably have to aey - you k~ow -
i nfo r molly just 8 f ew thinga. 

Bu t I mesn no r eporters present. 

Oh, no . Lord no! No, what I ' d pl enned to do, 
1 1 6 submi t the list t o you first. I' d Jus t 
started to mul l it over in my own mind , but I 
woul d pr obably wont to send out around f ifty 
invitations which would mean we might get around 
thirty-five or forty and I waa planning on -
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H.M.Jr: 

H: 

H.I!.Jr: 

H: 

B. li.Jr: 

H.!'.Jr: 

H: 

H.M.Jr: 

II: 

H.M.Jr: 

H: 

R.M . Jr: 

H: 

( H.M.Jr: 

8: 

- 2 -

t he data that sui t e beat up here tor all 
plana would be Friday, December 20th, it 
ell right with you. 

' 

our 
that' • 

Well , I'd have to as& my Mi aeua. Would you want 
t o &nov today? 

Oh, no. I'm going away tomorrow and am goi ng 
to be in Washington on Monday. 

Well, I could let you know tomorrow morning. 

It you could let me know tomor row morning that 
would be t'1ne . 

I could let you k now tomorrow mor ning. 

Oh, that's quite all right . 

Good. I 'll give you a call tomorrow. I t hink 
it' s t e rribly nice or you to want t o do i t . 

249 

Well, I think it would be a good idea and I'd 
love to do it a nd I thought we ' d just sort or 
mix up a little or New York and Wa shington end 
see it we can't make them all r eel a little better. 

Well, I think it' s a very nice idea and I' d be 
glad to come. 

Well, that 's !1ret rate. 

Then I'll call you i n the morni ng, Geor ge. 

Thank you very much. Around that number wouldn 
1 
t 

- I think would be ell right. It's a little big 
but 1t 'a awfully hard to do that without asking 
around t1tty people I ahould say. I don't know 
how many could come becauee there ere a lot or 
them go down to Florida antS to Geor gie tor ehoot1ng 
at that t1me. I think it1 8 a pretty good da te. 

All right, George. 

All right. Well, you talk to Mre. Morgenth&u. 
Tell her my only regret il I can' t have her and 
Gertrude. 

Right. Thank you. 

All right. Good-bye. 
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WAR DEPARTMENT 

O FI'ICE OF THE CHIEF OF S TAI'F 
WASHINGTON 

Nove~bor 28, 1940. 

Honorable Henry lloreenthau, Jr. , 
Secretary of the Tr easury, 

tlaahington, D. C. 

Dear Ur . l.!orgenthau: 

• Thank you very much for the followlnc reports, 
whi ch you sent me this date: 

Part I - Airplanes 
Deliveries or and Hew Orders for Airplanes, 
June 9 - November 2), 1940; Untllled Orders 
and Estimated Deliveries on November 2), 1940. 

Part II - Airplane Engines 
Deliveries of and !lew Order s t or Airplane 
Engines, June 9 - November 2) 1 19401 Untilled 
Orders and Estimated Deliveries on Hovomber 

2), 1940. 

Faithfully yours , 

c~r or starr. 
_.) 

250 
, 

, 
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" ' 

'•' Tbo Secretory 

Proal llr. To11AC 

Mr. lobort B1Deklo7 oollo4 .. at 3115 P.K. todq 

to lnquiro 1t bo coul4 rocoi•• coploo ot tbo alrcratt 

u4 alrcrat t •BCiDO tt.bloo proparo4 b7 tho !roooUJ7 • 

.\o 70u know, Mr. B1Dclclo7 boo boon contorrlliC with .. 

tram tlM to t 1M on tbo aircraft picture an4 hao 

alwa¥1 c i Till uo complet e and onthuolaotio cooperation. 

Bo h 1lltoroote4 in botb tho table• bue4 on 

tho u t a roco1n 4 troa Nlluf&cturorl &D4 thO toblOI 

buo4 OD tho uta roco1To4 fro• tho Brlth h Purcbui!lfi 

co .. 1uloD. 1 a4T1104 Mr. Sillekl07 \bel 1 would toke 

tbh up wl t b 70u ~41atOl7 an4 lot bia know. 

251 
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' 

lloha 011 ContoreDCo t.. tba 

Secret ary' a office, 3t30 P.M., !hurodaJ 

ROYO&bor 28, 1940. ' 

Thooo prooont at thio DoetiDG vore Secr etary Norcontheu 

Mairal Lo.D4, aDd Phllip ToW~g. ' 

252 v 

.Adaoiral Lo.D4 opened t ho eontorenco by otAUDG tbat he hod 

boon 11okod by Gonor al Yata011 to vri to a ...,.r&lldu OODCorll1~~e 

the Britiah ahip l1t113tioll &lid thAt he w•.o to co11oult Secrotarr 

Nor1o11t~ &lid Mr. PurYio before doing it . Hovover, as Nr. PurYi l 

was out of town, Mairal Lo.D4 thought 1t vould be all rlcht lf ho 

Juo t talked t o t he Secr etary. 

Secretary Mor~:onthau oaid thll t tho Proa14ent had told hill 

t\Dd l!r . Pu.Yia thAt the idea YAO for tho tlnltod Statu to build 

ahipo alld t h o11 loaoe th• t o tho Brit1ah. .Adaoiral Land otated 

thAt ho bad hu:-d that iDdiroetly, but thAt ho di d J>Ot t billlc 1t 

was a good idea. Tho Secr etory replied that he Yilt neutral &114 

that he didn't !mow ..t>othor it ..... cood, bad, or illdlfforollt. 

Adairal Land t!lid it Yeo DOt a COOd idea bocanoo tho tlnitod Statal 

was not a tramp otoaaor ll!ltion, and, i f it Just l eased tho ahipo 

to tho Britiah, 1t vould probably be at uck vttb thea after tho 

wo.r . Tho ahi:i)O would not bo cood for &117th1111 and all tho tlnlted 

States could do would bo to tie th ea up, 

Adl>ira l Land aaid thAt tho ahip o tho Brithh WMted to buy 

vera the ehoop box- end pointed bow typo, equipped with Scot ch 

boilers. Ori,i.nally, bowo•or, tho Britiah bad wanted a -.ch . 

bettor typo , but Mmiral Land and Nr . Xnudtoll bad convi nced thea 

tba t bot t or ahipo would talco t oo loQil to build alld would inter­

tore too 1111ch vttb t ho dofonao proif,. operat1o111. !be Soerotar:r 

i,quirod u t o ..t>ot hor or not ehoop ohlpa would be 111 d-..d, and 

.Adaolral Lo.D4 r.,Uod that tho United Statu vould DOt be &ble to 

toll them •••n io other natlo111. 

Adalral Land o!lld be vantod aoaa fl11anclal odYico, addllll 

that tho Brltioh Ship Co.Uuion bad ollly ao cw:h .. ,.y, .....,.ly, 

50 million dollara, ADd that tho sixty ahipo t ho:r wanted t o buy 

coo t 8? 111111oD dollara . Tho Socrotarr aald t hat a rapraoonta tiYO 

of tho Britiah Troaour:r vaa on hil va:r o•or t o tho Uaito4 Statoo , 

and Ulltll be c.- tho Secretary oaid ho could not toll ..t>&t tho 

tltuaUoD vaa. Ha addod, howaYor, that tho ProoldtDt preouaabl~ 

v&~~tod tho ordoro accepted , aDd that probably tho British woroD t 

'b7 &117 aO&Do roaehiQil the oDd of thoir rooourcoo :rot. 
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A41tlr ftl LaD4 oa14 that t ho Ilrltloh Shlp co-lotion ha4 
ocdo~voro4 to get tho ! o44 Sblprar4• t o finance tbo plant 
tbr0\1611 the RJ'O, but t hat t be 14&r1t1ae Oo•lnlon &D4 tbo li&Y7 
bad not s iYon thell ~ euppcrt . !bo Socrohr;r Mde4 that It 
.l.dmlrftl LaD4 WMto4 tc lc:nov hov to tllltiMe It ho ohcul4 talk ({ 
to Phil Young about t he Continent al pat tern lnaomuch ao t hat 
1yoteD vao ftlre~ vcrkl ng &D4 ha4 boon cloare4 troD top t o 
bottom by ftll tbo people concerned. 
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A4m1rftl LaD4 oal4 that, ftlthougtl the Brltloh ha4 sotton 
cloaronco tro= tho W&YT t o negotiate the ohlp contract, ho vao 
cot at all ouro that Secret&rT Inox had cleared it. J'w'tbor , 
thl<t lnox """ YOJ"7 anxlcna t o 4o ooMthlng about tbo ohlpo /f 
w oa4;r oxiotlt~~:, beth ADerican nnd toro!OI, vtllch vere U..bll1•e4 
In Unl te4 Stateo porta. !be Socretar7 oal4 thot tbo !ro&OU%'1 vao 
alroN\J lookio,o; Into tho q'Q.Ootlon ot takiJic onr oblpo controlled 

by rr···· tun4o. 

ooOoo 
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PreO 
Sexauer: 

H. !·! .Jr: 

S: 

H . :~ .Jr: 

S: 

.::. ".Jr: 

5: 

~.:' .Jr: 

S: 

H.lCJr: 

S: 

tlovember 28, 191!0 
2:}5 p. m. 

Di~ you have a good vacation? 

Very good. 

254. 

Well, that's excellent. Soy , Henry I won ' t 
take but a moment of your time and this is again 
regarding the milk situation here - up in Ne•· York. 
They ere in the throes of rewriting the Order 
here and a lot o! Western in!luencee and outside 
i nfluences together with some dealer inf luences 
&Pem to have brought terrific pressure on the 
Depllrt'llent ae t~ some changee. !low, I don't 
e~ect you to enter into the de t a ils o! all the 
changes because it ia a terrifically intricate 
t hlng and I know that ~ou're av!ully busy and 
t he only thing thet I' d like to eek you to glve 
a little consideration t o ie thie. I think so~e 
? reseures are comin£ to amend the Or der end amend 
it hurriedly without &1ving !ull and due coneider­
ntion to some or the intrioote oroblema thet are 
involved and particularly some that very vi tally 
effect flew Yo rk Sto te pr oducers. 

Well, now, Fred, let me m~ke o euggeetion th8t 
will save your time and mtne. I hove here with 
me George C. Haas, H-a-e- s . .. .. . 

Woit a minute, what wee the name? 

H-a-a- e. 

!1-e-o-s. 

s, like in Sam - Gporge. He woe ~lth me in 
Farm Credit. Can't !omebody coae down and ex~lain 
to him wha t it's el l about? 

I'll be very glad t o . 

He 's the head o! our Statistio~l Section and­
you mi gh t be interPeted - it was George ':larr en 
who sugges ted I bring him over t o the Treasury 
end put him in charge. 

Oh, yes. 
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H. l~ .Jr: 

S: 

H . l~ .Jr: 

S: 

H. l:.Jr: 

S: 

H.M.Jr: 

9: 

!!.l!.Jr: 

O'lera t or: 

H. V. .Jr: 

Operator: 

' 

- 2 -

But he ' s farm-~inded, that' a the point and if 
somebody .could come down and explain the whole 
t hing to hlm t hen I can get it over the week-end. 
See? 

Well , now, Henry, here 1e an immediate problem. 
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They a r e figuring on moving this thing, we understand, 
to a oonclus1on before t he week-end and the one 
thing aoove all that I want to do Just so you'll 
know it i s to see that they delay this thing 
sufficiently long so that all points can be argued 
out to t hei r final conclusion. 

'ilho represents you down here? 

Well, I' m down here at the mo~ent myself and 
Leon Oba!fln. 

Well, look, I'll tell - 1f you will Juat !tay 
on thi s phone a minute , will you? 

Fine. Yea, indeed, Henry. 

And I'll switch you to George Haas and then 
you can come and see hlm and t ell the story 
because I couldn ' t do it myself today . 

Oh, no, that's perfectly all right, Henry. 

Juet a moment . 

Operator ; 

Put Mr. Haas on tbls wire and hold Mr. Sexauer 
on thie wire too. 

All r ight. 
t o heor whet 

Mr. Morgenthau, do you want Y.r. Sexauer 
you say? 

H.ll.Jr: Yes. 

George Hoaa: Hello, Mr . Secretar y. 

H. M.Jr: 

H: 

H.H.Jr: 

George, where are you? 

I'm in my office. 

Right. Mr. Sexauer is on t hil pho~e. i kHe ' e 
Preside nt o f Dairymen's Le~gue. I d 1 e you 
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H: 

~ . :•.Jr: 

s: 

H: 

' 

- '} -

t o talk to him and see him an~ get the story 
or their troubles and then tell 1t to me later on. 
'.i1ll you? 

All right - very glad to. 

You talk to him now. He ' a on the phone . 

Hello, Mr. Haa s. 

Hello , Mr. Sexauer. 'ohen would be convenient . .... ... . " .... .. ... . 
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I. Olcl. Reaettl011ont Progrea 

Includeo boaeotead and re11et projecto and 
co.-uni ty deTelopmonto, under whi ch about 
one million acre• were purchaat41 

10,017 tara un1 ta, total coat ot •••••••• 
4,686 deTo1opaent unite , total coot ot • 

II . Current Prol!l'aa 

rara tenant loan• under Banl<head-Joneo Act 
up to Juno 30, 191i0, purchaood 12,234 
tara•, coat .....• •••. . ... . .. ...... .. ..... . 
For tiocol yeor 1941 estimated purchase• 

8,000 tarm• , coat •.. • ..... . ....... . . . .. • 

About 26oo unite now l n proceoo ot c1oo1n& 
wbich will coot about $16,000,000· 

l!ona'btr 28, 194o 

$ 17,000,000 
58,000,000 

* 1}5,000,000 

$ 69 ,800,000 

50,000,000 

$ 119,800,000 

25? 
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H.!~ . Jr: 

H•nry L. 
St1~co n: 

H.H.Jr: 

~: 

H. v. .Jr: 

S: 

ii. !<.Jr: 

S: 

H. ' ' .Jr: 

S: 

H.X.Jr: 

S: 

H.H.Jr: 

S: 

il . lt. . Jr: 

S: 

Kello. 

Keno. 

Henry t nll<ing. 

lloven:ber 21! , 1940 
4 :11! p . m. 

Glad to hear your voice again. 

How are yO!J.? 

• 
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~~11, I'a like a hunted fox tod3y - have been 
right along. I wish 

I couldn't even get a sm~ll or you today. 

••ell, I haven't got ten a emell or ~nysel f. 

(Leugh~) . 

~ow I sent you a letter which I wanted to get 
t hrough tomorrow so th~t that thing could go 
and I was cal l ed up last evening, I think it 
was, by Layton and he indica ted he was r ather 
delighted with it . Have yo u any troubles with it? 

I have no troubles - I m~an - with it. I t'e all 
right as rar as I' m concerned. 

'A ell, it was being circulated a~ore as a Cla tter or 
fora~ - Just in case anybody wanted to say eoa~ething. 
They've all had it- i t ' s been a product or all 
the mi nds . 

W~ll , 88 far 88 I' m concerned 1 haven' t ..... . 

Al l I mean , Henry, i s thie. If you can spare me 
en interview I won ' t come th1a time because I'm 
terribly driven with - tomorrow especially- with 
Frank Knox's going away and I'm trying t o clean 
up some Army and Navy things. 

That's all right . I thought on account or being 
Cabinet - I didn 't know where you ate. 

Well , I don' t know yet whether I ' ll eat at all, 
or where I shall eat, but I am trying to save 
every minute tomorrow. 
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R.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

K.M. Jr: 

S: 

H. M.Jr : 

S: 

H.II.Jr: 

S· 

H. M.Jr: 

S: 

H.M.Jr: 

s: 

II.M.Jr: 

• 

- 2 -

Well, that's ..... 

And unleaa there 1a something that you deem 
eeri oua •••.• 

No •••••• 

I've m1eeed you very muoh. 

There are a lot or things I want t o talk to you 
about but they can ..... 

Trememdoue lot or thlnge I want to talk to you 
about. 

But they'll all keep. 

Well, things are aov1ng pretty - the 1oe 1a 
breaking. 

They'll all keep. 

I eay, t he lee 18 br eaki ng and the epr1ng thaw 
will be 1n full force pretty aoon. 
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Wel l, you can take this telephone oonvereatl on -
ae tar aa I'm concer ned, I have no euggeet1on8 to 
make. 

That 1a all O. K. 80 tar aa you're concerned. 

It's 0. !. eo tar aa I'm concerned. 

Well , t hank you very muoh. I hope you had a nice 
reet. 

Bad a tine time. 

Well, I'm very glad . 

Good. 
It you mise me someti me per bapa the latter oatt 
ot next week, you'll know your example is 1ntect1ve. 

Well, let me know when you have tree time and 
then we'll get t ogether. 

All right. Good-bye. 

Good-bye. 
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H. M.Jr: 

operator: 

Robert 
Klntner: 

H.M.Jr: 

K: 

!! .K.Jr: 

x: 
H. t! .Jr: 

K: 

H.V. .Jr: 

K: 

Hello. 

Mr. K1ntner. 

Hello, Mr. Secretary. 

Juet today, ot all daye, we had to have a 3-hour 
Cabinet meeting. 

Well, supposing we bring 1t r1ght over. 

' Well, I' m going to break my rule and let you -
h.ow long is it? 

Well, there are two piecea. 

Well, you want to bring it over? 

Sura, we can brlng it right over. 

0. )(. 

Right. 
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Ill)' dHJ" Cordellt 

I Ulo1agbt JOU would be 1nter .. ted 1n 
readlng a OOJIJ of a letter whlob I ban Juat 
reo el•ed fro a Allllaall&dor Lo th1an and .,. an­
, .. J' to tbll aaM. 

Peraor~&llJ I thought that Lotb1an .Ud 
not lbow ftr'J good Jlldg .. nt in the reiiAJ'lta 
ha -~ oa lan.dlng ln t he United Bt"tae, but 
I did not think U w1H to get i nt o a written 
diaoueaion with hla on thia aatter . 

I aa .. nd1ng JOU bJ band our aoet re­
cent information &I to the finanoial reaouroee 
of England. I would appreciate it if JOU 
would 11111t thh inforaatlon to youJ'81lf and 
Mr. S~r Wellea. 

Honorable Cordell Hull, 

leoretarJ of Btate • 

:!6 1 
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., ... o.Mlll 

I ...,._bt :r• -14 M lft-.ette4 la 
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... l -.u.. 

.., ...,. .......... .... 
I ... te •• liS& •sua .. 

., , ... ~., ..... l &Mia ..... 
l llaft ............ , ._.._,. 

1.-HIIe~-...- ... 
,.. ., 11J .... , a• ~ 1Stltltl 0 

_. U- I a" PI s ft h) ,.._ 

:u. wlt!a ,.. ..... , --

y- sts slJ, 

(Siped) IL ... S :1 u,Jr. 

Be h"ll111$'o 
ftle • b r I .. of • ._, .. uaaa, 
ll'lU8 • , 1$' ...... ..-..~c. 
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~--·· 'll ........ of JO"I' 1....- of Jcos 2 IMia 'lllal• 
l ............... t ....... t. 

l.-14 • ...,~- .. 
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l• wUb JfiM at that U.S. 

[Siped) B. Jit:AC lbU, Jr. 

Jill x • ..u...,. 
tbs " ' ••• ,., of u ... t llrl'-lllo 
JrUbll' • 'l't 
laeblllf:to&o 1). O. 
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IRlTIIM ( M8ASSY. 

WAIMIKOTOII, D.C . 

lloventbe r 25th, 1940 

Dear Mr. secretary, 

I got back from Europe late on 

Saturday. You will have seen that on arrival I 

ment ioned to the Press that one of the problems 

which wo~ld come up for solution in 1941 was the 

financial question. I retuaed of course to give 

any indication as t o how my Government thought 

the matter should be dealt with but confined myself 

to asying that our dollar r esources were beginning 

to run low and that therefore the question would 

become urgent in the next few months. 
I thought 

that inasmuch as diacuasiona wil l begin se soon aa 

Phillips arrives 1t&4s better the t t he public 

initiative in aeking for a discussion should come 

in this informal way from a representative of the 

Br itish Government. 

The Honourable 

Henry »orgenthau, Jr. , 

secretary of the TreasurY, 

washington, D.C. 

' I I . 

I/ 

1 ; 
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I hope you will approve of 11\Y havi ng 

done this, You will remember that I told you, 

when l ast I saw y ou sh~rtly before sailing for 

England on October 15th, that t he red light had 

gone up about finance and asked you how you would 

like the matter dealt with, When I got to England 

I f ound that Sir Frederick Phillips had been collect­

ing information preparatory to coming here about t!le 

date you suggested, namely December lat. He poet-

poned bis departure tor a few days in order to get ------
the latest informatfon from Purvis who arrived in 

England, I think, lo.~ Friday or Sat urday , but I 

imagine he will leave'j by the Clipper whi ch is due t o 

fly from London about the end or this week. 1 

understand that the Pan American Airways ha ve elread7 

been asked by the Treasury ani State Department to 

give "A" priority on the Clippe r. 

Believe me, 

My dear tlr , s ecre t ary, 

Yours since rely, 

.) 
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Ap~naaa aN _..,. \abba Of U\lut .. Of Yari.OIII 
oawaorhl at \he f a relp axollaap alla h of ll'la\ lrl. \a.h . 

Tbera h toftalurable Utt a r .... o f opla1on u \o 
wb1u ••••aortae of forel p axol\anp aalah a Ya1la b h 
\o Ire a\ lr1 \ala woal4 'bl 1111 \able far t1nan11n1 par­
ohual fi'ID O.a VU\14 1\at aa . 'l'bh 41~1141 , l n part, 
on •ha1aaa r or aot \he auah ar e \o be 1ola • 1 \hln \he 
nax\ 7 1ar ar are \o ba hall a1 aol l a ter a l agalnot l oano. 

'l'bara 11 a l H aoallaarabll cllfferenoa of ap1a1oa 
• • t o \be l l.a1aat1on aaa lllla teral Yal11e of the Yarl cu1 
oa\e gQ r1aa o f aa1a\a. The t ol l ow1nl 111\ of a1ee te ev~­
ga o\1 \ he polel'blll\1el af llff arlng op1a l oa 11 \o \he 
approprla\1 aa•• •r \1 \ha q1111UOn 1 Ho• • oh tcr~lp 
exohaftll taft Graa \ IPl\ala .obll l&l t o flnanoe 1apcrtet 

l . 

2, ,. 
~. 

6. 

•• 

Dol l ar bala n• ••· 

AMrlOaft llftrl \111 be l a bJ \ h i 
l rUlah. 

llraa \ lnYaota .. \ 1 l n t he Vnl to4 
1\atu owna4 b7 t he lr1 U ah • 

.... rl\111 of LaUn AMrlll, Ur1o1, 
rar Ea1t, e ta . bela bJ t he l rl. t lah • 

.... rl U11 an4 411'11\ l nnltMnh 
owaaa bJ \he lrU l ah l n a.plre 
ao•atrlaa. 

llallar aatecorl•• of 1 111 \1 owaaa 
bJ \he ou.t r lapl rt oo~&n\rlu. 

llallar ••••aorl•• of aa11 t1 owaol 
bJ D6\llnl llll&'bii'IUDI wta aa 
lr1U* -- t a\i>arlaa41, lalpaa, 
Polaa4 a n4 .,._101 -- a nba\aaUal 
perU•~ at wbl* '" • b J ea\ " \ha 
aa faa \I aon\,.1 of \M lrl uu. 
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Socrotar,r of Stato, 

laohiJ~&tOD, 

Ny 597, 'lwontT-fov.rt.b. 

' 

275 

llatt4 lovem'bor 28 , 1940 

Rto 1 4 10140 p.a. 

Io protocHoo oaoeo iln'olYlll& .. nioo awl~~& to .U.rlcu coapuioo 

!or MrchaD41oo boupt 'to' local coapulto aoot caooo 1n41cato tbat 

tho Mcoooary dollar cb11ptiono ha.,.. boon bou&bt ao4 pa14 for but 

that tho Du.tcb roroJ«D Exch&Dce InotHuto bao rttuoo4 to approve 

or tho dollar roaH tucoo 'booeuoo o! tho b1ock»4 ov.rronc:r e1 tuaUon 

in tho Unito4 Statoo. 

!hero oooa to 'be nothi~~& further t lu>.t can bo 4ono on thh on4 

to o!!oct tho pqMDto bolt tho ouueoUon Ia of!oroc1 that ooDO actloo 

11jpt bo tak»ll lll laohlll&ton whor~l:o' oY14onco could be 4oapetcboc1 

to tho Coooulato General for oubaittal to t.bo Jorden bcbeop 

lDJOUtuto t o t.bo otroct that no obJection Ia knawo in tho UnUod 

Stt.Uo to tho ro1oaoe of lien on pertinent 4oll&r deposito thoro 
J(l 

~roY14o4 appropriate Dutch pormiaoion ot.D bo 
• 

COPf -

obtt.1ae4 in writing. 
~I 

w 

J 
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pAJIAl'HIU,Sll of teleuaa f r o• IU.I!JUD ' · , DO, oo3 , 4ato4 
lonaber ~. 19llo 

Socrotar.r of St ate , 

STRIC'l'LY COIIFI DENTU.L 

'!'he Span lob o.od Ilri tioh Gonrnmento h• vo 1o1 U.Xed a 

turtb~r p~nts agreement, W:lich CO't'lra, in au.batBnee, &rV/ 

b.Xaoee >bleb ~ ui•t or be croa tod fro• aourcu excluded 

t roa t.he March pqmenta arra.oge&ent., t or lna\ance, e.ro104!;S 

upon or loao.o o,&aioet Spanish oecur1t1eo w1eb a re held 

in tho oterl1nt aren or London , tranofero t or the p~nt 

' 

of 1nouranca cla1ma of tho Sp.n1oh o,&atnot llr1Uoh co"J)an1eo, 

and oo forth , and part1e~>larly 1to111o not covered wb1eb 

pertain to the ehrliag area, 

'l'lla o,&reomeot pr oyideo further tha t with tho llr1t 1oh 

Gonrnmont '• opoc1f1c conoeot aterlilljS bolaoceo U¥ be 

utUhtd by Spdn for tho pur:pooe of obta1D1 D£ .,.terlela 

t roa non-oUrliJ>& areea in a<OOO 14 wieb Great Ilr1ta1D 

baa pqMnte ~eemnta w-ith thooe countrl ea an4 there e::tiat 

balaocoo f••orable to Great llr1ta1n. 'l'llo A4fOeaent'o chief 

o.haotace to th11fr1t1oh 1s tha t 1t aida i n inaurlnc 

J/"" lkr , 
official control'~/ ; torl1DC ~ t o that oxtoot 41m1n1ohoe 

• ' l 
the .... rlcet io free oterling. Tho Spantm Gonr .... ont hao 

'•.U nr-;. ro~uootod that fo-r' tiie ~O'ft tho t ext of tho arr~ment 
I '- "' :') 

bt conoid•~ coof14ential. 

DCA: G5JC :llLS 11/ ZS. llo 

Cop:r - alo 

276 

Regraded Uclassified



' ' 

7 
\ ' TREASURY DEPARTMENT 

INTER 01'1'1CIE COMMUNICATION 

Seeretsr.r Norgentbau 

Kr. Coehru 

Kr. iopil, tho .Argentino Mhhter, teloph.onod •• at 10:15 t hh morning. He bad 

~eon! that Seereta1'7 Morg..,tbau bad returned to Voohingt on J'Uhrdq, !bo a'baooodor 

otoltc! tbllt ao a u tter of courte.,. ho would llko t o bring Probhch io. to POJ' hio 

rupee to to t he Secretsr,r. He otated that on ouch ao. occaolon thoro would 'bo no 

rder ence to current diocuooiono ot tho .Argentino propooition. I told the a'baooador 

thAt t he Socr etarr bad boon •~>D~«•4 with tax mattoro oinco hh return, 'but that I 

would ane;Dtt: for an 1nterri.ev •• eoon •• l)Oaalble. Before cloaln& t be conTtraatlon. 

tbe .lm'bouador aoll:ed if Secret...,. Morgenthau and Secret...,. .roneo w ro aeeting toda7. 

!be .lmbaurulor had uo.d.erotood tro11 Vo.der Seereta1'7 Well eo that ouch a mooting vao anti­

c!Jllted. I told tho abaooador that I bad no lalovlodgo ot ouch a meeting. 

llo'f•l>n 29, 1940. 

41 4:30 reotordaT t'fenlng Lieuto...,..t-Coaaandor NoXar told me that tho Secretary 

oul4 rocthe )!r, Prebioch at 10 o'clock thio •orning. ConttquentlJ I arranged with 

\ .. 'bo,,ll.clor Eopil tor thit appoint•ont. Whon Nottro. :Sopil ao.d Pro'bitch vert rocohed 

b7 the Secretary thh •orning, with Moure . Sell, Vhite &lid Cochr~~n preaent , 

Y.r, Probhch pruonted a torou.l letter of introduction to tho Secret....,. . Tilt !a'booo&4or 

uploiet4 that thio wao 0 courtoOJ call. Tho Secret...,. recrotted that he had not boo.o. 

bore when Nr, Pro 'bitch tirot arrhed !reo: .Argentina, Tho Soereta1'7 bad 'boon on o trip 

to the lleot Indieo , ao.d recrette4 that he bad not bad ample ti11e to go on t o Scuth 

kerico. &D4 particul&rl;y t o .&rgentin&. In r esponoo to t ho Secreto.rr'o queoUon u to 

-c..t or-o tho .&rg ... Ullo dole«atlon vat IIAidllg, tho !a'boooador reolltd that tht~Y hod 

bt m avalting tho Socrot&l'J''• r eturn, .,a bad had roallJ no dheuuiono of tholr 

probl011o with Socretar;r .ro1111 or AII;)'One oleo, excopt Dr. llerfJ' White. ThOJ had blted 

lo!ol'm311J with v.r. Yarron Pioroon, 'but tbore h&Yo been no real 4houuiono. The 

Stcrot&rJ upl&lllt4 that he had not 7ot hod tiae t o be brOUflbt to date on t be .&rgaUno 

lltuetlon, 'but would conoult with hio auht&llh thio veotolld , ao.d voul.d 'bo io. a pool­

lion on Mon4q to sot 1n touch with Monro. Wolleo ao.d Jonoo to oeo what could 'bo dono. 
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TREASURY DEPARTMENT 
278 

INT ER.OFFIC& COMMUNICATION 

ro Soerotazy llorpotbaol 

,..~ llr. Co~ CONFIDENTIAL 
Rea11tored otorl 1ns tranoactiooo of tho roportloc baaka wore .,1 folloo11 

Sold to co ... rc1al eonc•rnt· · ····· · ······' 56,000 
Purchaoo4 froa co.mercial coocorno •••••• , ,109,000 

!'M l'e4oral ll"'orro BaDk of •• York Jl"fchaoOd '100, 000 1o roshttro4 otorlloc 
fro• tho 1"1"« 'I'Nit Co11Jl1111. 'l'ho l&t ter otatt4 that tbh ottrlios repruooto4 
tho fl'ewaUation of balaDco1 o.,..r the put f ew clq1. Of the 1terl1as Jl"fchaoo4 
tr~ eo-rc1al concoroo todair , 1llc14ontal}T, iollO,OOO wao 'boucbt liJ' tho ~ 

"""' CO!Ip&IQ'. 

Optn -.rktt otorUna wu -iD quoto4 at 4.03--3/4 tbroQCbout tho clq. h­
actloOI of tbo roporuna baDD nro u follooo: 

Sold to eo ... reial eollCtrDI··· ········ ···' 14,000 
Purcha.td troa eo ... rcial conctrna...... . -0-

Thoro wao Tlrtuallr oo aoToaont in quotation• !or tho otbor loadina eurroncio1. 
Cl oolnc rattl nro ao tolloo11 

Calla41an dollar 
Swiu f ranc 
s ... ditb lcrou 
lldclul-.rk 
Lira 
.t.rpn\1,. puo (trot ) 
Bras U ian ailroh (trot ) 
!Mxicu pooo 
Cube.ll pooo 

13~ 411count 
.2322 
.238& 
. 4005 
. 0!105 
.2350 
.0!105 
. 2070 
&.-1/21- d1oeOW1t 

'l'bt lodoral llturro BaDk of In York roportt4 that it bad Jl"fchalod 580,000 
Solu franco 1D tb o Jew York aarl<lt 11:r order of tho Iorwocian 111n1otor to the 
United Statoo. In bil ltttor of iootruetiou to tba l'ederal, tho lornciall 111nhttr 
otohd that thooo SWho franco will 1>t uttd to aoot i ntoroot JliiTMDh du Iltc .. l>tr 1 

on a Norwocian 3'{. h ill franc lO&Jl, 

Thoro wt ro DO sold traoaacUono eono.-ttd ll:r u1 tod.q. 

'lbt hd.tral :ltatrro Juk of Jew York roportld that tho Yomu- Spoeio Balik 
&!>1ppo4 $3,04V ,OOO 1a cold froa Japan to Uo San rroncheo acti!CJ• for oalt to tbe 
San lranoh oo 111at. 

'l'bo lloabq cold prloo wu "./1 1-r at tbt eq-o.iTaltat of $33.77. SUTWr in 

Boabo.f wao priced at tbt eq-o.iftlont of 43.711, up 1/1,.. 
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Spot and fonrard oil'oer pri eoo ill London wore both =cbaDcod a\ 23cl, ectu1TaloDt 
10 41, 761• 

Will and llarMA'o oottloHnt pr1eo for foro1p 11l"r wao uneb••l"d at 'M-3/4;. 
Tbt rreaoury ' o pu.rchaao pr1eo for foroip o1l"r wao alto UDclwlced at :551• 

'• .adl tbre> pu.rchaooo of oilyer totalin& 200,000 owocoo UDder tho S11Yor 
~chao• Act, all of wbicb eono1otod of new production fro• foroitn eowotr1oo, for 
tor,.r4 4ol1T117• 

CONFIDENTI AL 
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TREASURY DEPARTMENT 

INT&R 01'I'ICil COMWUNICAllON 

.,...,. ~•ber 28, l!jllo 

l!r. Ooobl'u STRICT LY CONFI DEN TIAL 

~be 7o4era1 ReeerTI :Balik of Wow Yor k reported tbl tollow1Qc tranoact!oao in 
ilou11U1 accouate Miatahod with tho CUeo :I&Uoll&1 ll&lllt. 

Pr1ac!pa1 oluulc•• in tbl State l!t.Dlc ot Ruui& '• dollar acaouat dv!~~& tbl 
period J:oYaber 22 to :IOT•b•r 21, iaaluai,.., wert &e f o1lawe a 

.uow>t 
......,, 

~ Crodl\14 RocoiTod J'roa :Deb!\ld 1'&14 !o 

r ... 22 $ 75. 000 .t.atorc ~ Corp. $}11,0 28.59 Oo-rc!&l Lottvo ot 
Credit 

125,000 Cbaoo Wat loaal ll&lllt. 
B. Y, , b;r or4er ot 
llelchoballk, !or11n 

169,000 lrTing 'l'ruot Co,, ll. Y. 
b:r or4er ot !a"'l>W 
llo1Uo Iru, 1'ohran 

!:ov. 23 106, 656 Obaeo llat1oaa1 ll&l>k. 101,487.~ Co-rc1&1 Lettora ot 

II,!, , b;r orcler ot Crod!t 

Crod!t SUooo, 
Zllriah, in cOTer !i()O,OOO .t.a:torc !fracl1IO& Corp, 

clocnmoatar;r crodlt 
acCO'IIl1t of ud orclor 
Credit su .... 
Zlar!ch 

71, 814 locloral Roeor ... :Balik, 
:r. Y., 'b;r or4er of 
l!t.Dlc ot ~lud 

!ov, 26 293.376.92 llo1abure ... nt clr&winc 54,8111.15 Oomera1&1 Lot tora ot 

STeripe Rikeballk. 
Cr edit 

Stooll2lola 

28),000 CUeo llat!oaal ll&lllt. 
'b;r orcl&r ot Cr edit 
lluio&l, ~urieh &oaCNilt 
orod!t Jlal4u• SoL. 
loti& orcl&r Sa ~-· 
tarp rl&, loti& 
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Cre41\e4 Pa14 !o 

' 

281. 

$10~,000 Oba•• k\ioul Jlult. $500,000 Wore !ft41Jic Corp. 
!I,T,. \7 or4.er of Ore41\ 
IIUl•"• Zurl& 

en lloY .. ber 27 \be 'b&laAc•• of \be 1\ah !a.DI< .,.4 '"- .t.a\orc tra41ac 
ecrporaUon woro •• toll.owal 

cash -rclol Let\era ot 
C«41\ 

!o\ol 

-· 120,000 

2,136,100 

• • 503,100 

l 

--
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TREASURY DEPARTMENT 

INTat Ol"''''a COMMUNICATION 

STRICTLY CONFID EN TIAL · 

11"1 rocli,..d froa \M J.Ural. Reonn Bank of lilew York the follow!.~ 1Dfor-

tlon roa;ar~ the tru..cUoa.a lioted on tM attached otatoMnt in Italian aooov.n\1 

Jedlral Reoarn B&nlt of Jew York 

Cbaee Ratio~ llallk 

Regraded Uclassified



lew, 21 

lew. 21 

.UOW.t 
Or edited 

$151,000 Credlto Ite11&Zlo , 
H.T., for aoooua\ 
of Or.U\o Iteli&DG, 
~ 

Recei ••4 l'roa 

14()(), 000 

Obaae Hat1ou&1 Bank 

Obaa• llatloD&l 126,963.11 
Bazak, ll. T. , by 
ordel' of Snrtcea 
llikabanl<, Stoolt-
hola 

Baa.co d1 llepoU ~t 
Co. , H. T. 

• 

:B&nc& Co,.,..rclu• 
IteliaD&, lf, Y. 

Cheok t o order of 
:B&nc& C..-ol.al.• 
IUl.iaD&, li. Y. azld 
cdoree4 lor Cba .. 
Hat loD&l Baak, li,Y. 

<kl&rall iT 'frui Oo. , 
li.T., tor aocoaal of 
Baa.co d1 llepoll 
!'ra.•t Co., I .T. 

Cbok to ol'del' of 
SooODT ,_ Oil 

Co. of •.r., •.r. 
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(' TREASURY DEPARTMENT 

l; ;S'f ·~ ~ --..-

seor•\al'T llor""•\llau S T R I C T LV C 0 N F I D E N T I A L 
.,...,. lo.,..kr 21, 19'10 

llr. Ooohran 

Tba re4eral Ruene hDk of !lew York reported the followi.DC treaMCUoa ill the 
of the bioheballlt, :Berlill, •illt&illed wl. th the Ohe" laUoD&l llealt, lew York. 

Paid,. 

Obue JlaUoD&l llhlt, !1, Y. , for 
aooout of hin BaDlr: Corp., 
Zurloh 
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TREASURY DEPARTMENT 

INTER OI'FICa COMMUNICATIOM 

S T R I C T l Y C 0 N F IDE N i : .,. ~ 

The , • .,.. ... 1 a ... rn Banlc of .... York reported the followiAg tl'IUl .... tiOilO 1a 
oecouah ot tho Reioho'banlc, Borlia, •1ata1nec1 with the Obaoo Jt.Uou.l :Banlc aad 
JraUoaal 01t7 Baal<, lew York. 

Cbao• llaUou.l Baal< 

,., .. , ... 21 $ <00,000 

150,000 

82.,000 

Cbaoo kUolllll lion!<, I,Y,. tor 
accOVAt of S .. Doloa l!aadolo'be.Dl<a, 
Stccllhola, 1>7 ordor ot aac1 tor 
aocouat Dt l!oiohi bo.nlc, llerlia 

&tate Banll: Dt u.s.s.R,, Woocow, 
b;r ordor of aad tor o.ccoWlt Dt 
l!oiohobaall:, :Berlia 

llaUoD&l Oit;r Bo.Dll:, I,Y., tor 
o.ccouat of Stoclr:bolao :boldldo. 
lion!<, Stoollhola, b;r ordor Dt 
Roichobo.nlc, Blrlia 

llatiotal 01 t:r lion!<, I , Y., tor 
o.ccowot of SkaDdo.JliYioloa Banlco.D, 
Stocllhola, b;r ordor of Roichebaall:, 
Borlia 

.. tloDLl Olt:r Bo.Dll:, I,Y, , tor 
o.cccut of Swioa Julr: Corp., 
Zurloh, b;r ordor ot Rolcho'baal<, 
:Borlla 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

:TJ>lC'rLY OOUFIDUITIAL OATK NOYember 28 t 19(0 

Secre ta ry Uor senthau 

r.(r . Klt:t.US 

l.ovor.bcr 00. On lloYeraber 6 tho Bank of Col1tom1a , SeD Jl'r&nclloo , d!rooted 

, <~it t o tho aooount ot Yokohama Spoo1e ot tho Cha$o 1n New York or t6 , 179,942. 09 ; 

ue ro~aon ror t bo tranot or 1a beins 1nn ou aatod by lBI. 

t.>va-:~bor 20 . Tbe atr1ko organi:oro a t Vultoo are an1d to be eo-w>iata. In­

romJ.Uon has lllso been reoo1ved, but not checked , t hat the s t r i ke 1a e eolluatve 

otP, the C«'!~ aMki:a,a a wedge to obt ain :oore money on Go'rernment contracts . 

I<>Yaober 23. Sunei llunce ia cont1nui.ns of T. v. Soong. 

l.ove:aber 23. Heinrich H1mmlor• o Yio1 t to Spain 1a aoJd to ba1'o boon t or tho 

""'JlO'" ot organizing coab1necl act! Yity ot tho Gemon , I tolian , =nd Sp6A!ah oocrat 

services t or ~rol"'&unda in Sou t il Amari oo.. 

t:oveabor 23. A r eport on l'ae• bonder (whcm the Diee• Cooo:Utt ee had boon publl­

:1:10:: ~• o.n ex-Geotapo agent , """ an 1ntormant) llbowo him to be axtromo4' unr e­

l!;olo , hu1'1ng worked t or -all s14os and bei ng a eort ot ooo.t!d41Dce llall; be il 23 

re..r• old . 

l<>v~~:~ber 23. Compl aint s bne bean u de rosurd1ng the uct11'1t1oa or one .Tohn 

.J<~r·oor , "'•ocho.n1c a t the LoclthMd Burbanli: plant , Mid to be a Nul agent . 

>.ove:ober 23 . Tho .Tapanose IUn!atry tor ?ore1gn Atta1ra 1n October 19~0 ud-

11Jed re~roscntat1na 1n Latin Amarloa to be prepcred to r esiSt economic prouure 

t= ~ho IJDit ocl States and Great Br1 taln thrOU&)l obstruction or settl ements or 

\rade ~ccouuts i n Now York, obstruction ot t rade agrecente bet1feen I apan anct 

Lotio '>er !can oountrloe, Ollbars o o r rew u t er iale , and d1tt1cult1oa 1n t r ane1t 

l!trou,sit t ho Panama Canal. 

r;ove:nber 25 . !.lore 1ntomnt1on that t he Br1t11b are engaging 111 the practice 

or underbidding Aaericane 1n Chile and pcet1ng bends gu.-.....,teo1ns dol inry ~rior 

lo the end or 1940; tho Oe:~~~una are aJ.sc post 1ns beu4s ud doli ... ry 11 bel.ng - d• 

or ""•rtcan produota m!arepreaentocl a a Oeman. 

liov..,ber 26. There are pcae1b1l1tila ot a atrlko being oallocl by tb.e A.F.o r L. 

lo the next r"" d~Q>e at t ho Geaca Aircraft plant at llioh1t a , tnnsaa ; the COilpany 

ba cont r ac ts wi th t ho liar Department and • plOT• between 700 and BOO 111d1Yiduala . 

llov.,ber 26 . A JaiiiOraDdU. on llerok and COilpoDT (prepared a t Tr..,aury•l requaat ) 

t~"t t bia - - hal A:rtq oomracta; that it was euepeotocl ot eopionage 

t ies durins the laet nr; there baYe-~reports that 0..-an 

..,.~lOIIO,ite agenu are now aoUYe 1n the plut at New 1or aey; it 11 operating UDiler 

• r .. tr1ctocl acr-t w1 th llercll: and eo.- ot 0.- not to ..U tor export. 
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TREASURY DEPARTMENT 

I NT ER OFFICE COMMUNICATlON 

OATC lo .... ber ll8, lMO 

Socrot ar)' llor pa\11& 

Kr . '111lq 

Stoator 'llheeler1 a reaoluUoa (I. Ilea, :lOt) for a kat.to lAYtoU.ptioa of 

torolp b nolaaata Ia \he 1Jaite4 1\t.ho t.ffecUJI& tho ... uow 4ofta .. vao 

(aYOrtbl)' roporte4 b7 \he laterotate Ooaereo Ooaittoe oa ltpt•ber ;M, lMO. 

Tho Suboo•lttH repor\ refero \ o ch&rpo thot a o1t ut1oa MT ortot that 

,....Utlt 1916-1!119 vllea Tart- a f1el4a Tltal t o tho aaU.o».t.l 4aftllH vora tout 

4oa1Dahcl bJ o..., i atoreata. I\ :poiato ou\ \hot \b.roe-qa.anoro of the Joeu 

..,..to Co- atoct>oova.arehip 1a forelp aliA thot the fira hat btoa procla.ciac 

10\or perto f o r .AaeriO&a t.irplaaooa. lefereace it -cit t o \ h t .Ulta Proport7 

Cutod1an1 a uporleaea la which 1\ vao foua4 that tho cbaal cal 1nda.ati'T vao a 

,,.tor tor aoplo ... p for t he 0.'-11 Ja.acl, aad \ba point h ~ that \bt 0.,_, 

choaie&l 1ada.at i'T h aUll proalaant 1n \he llll1tt4 Statu. !he toatlaoDT of tho 

!DC Oil 'bei'Jl l1a.a &ad Other laportt.llt clefoue aatorlt.lo, aa t o vb!cb. thoro &1'1 

ru tr!eUn proclucUn ......... uta vUh o.,_, lahruta, it rtforrad t o, fh t 

n.ctice of ualJI& aoallleea \o ooaoeal true ovaor ab1p of oecur!Hoo or of ••lac 
'.o1rd•m neutral couatr1ea aa •eo r:porata IIcata for fora1CD 1nteraoh lilllta4 t o 

.Loerlcan l nduotr!ea• 1a aa14 t o call f o r lanaUpUODo 

Tho Co•lttoa appoora to han a o approprlt.Uoa. H Ia raportaol.., bo.,. .... , 

lbat throuD> borrov1Jl« ptrtOJllltl troa o \bor Aepor t .. llto t he Co•ittoe -.:1 al­

r~ han bt&Ull prol la1.aar7 IDTeattco&Uoa. 
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The -lled o.- lhUo l'aper ooaohh ..,otl.T of papero, o'btaiaeil ....ur 

oo~>pooao, trca frueco ... hwo .&cno7 aa4 of -· froa t he o....., Ll'b....,. of 

I•tormaUoa uil 1'. A. lerhu, OJMII'aUJIC the Cl>.•lcal lla=t...,h.rlJIC eo.p.q. 

Jroa t ho fact that thore are larp ppo 1a t ho corroopcailouo o'btr.boil, u vouU 

,_ that web. •tor1al baa 'ben OYorloolr:d or coaooaled. 

AD &ll&lToh of tba l>ooka of fruecooaa ob.avo that lapp, 1 t. ropreooatr.Uro 

!A thh couat17, 1la4 r.oolnil ..,MT fflOI 'bulto 1D llorlla, Xuloo Cl\7, Aaoter4u, 

ZUr1c:..;, I!aaburc, "'••&br.l, lluoDOo .Uno, aail froa aa iailbiilual la lio 'botwooa 

tho latter part of lt38 aail t ho proont ila7 t oWlJIC aot lou thaD $5?,1116, 

Tho Oer.aa lailroailo latorar.tloa Offioo oubelttoil a otato .. at to tho eo.­

oUttt ohowl"C that fflOI J_.., ltll3 t o A-cut 1940 tb.a Otflco -t $1,1139,711~.18 

OA4 hat a aoatb.l7 JI&TI'Oll \oila7 of tll, ~27 , 30, wh1Dh tho Diu I Coal ttoo ooaoUoro 

IWltetooarllT larp, 

Tho ropcrt ooatalao peroua.oln tutiaoD7 1a t ho fora of aa atfu .... u 'b7 a 

u vrpapor aaa calloil Jt.oa4o that J', A. lortou aa4 otbero aooociatoil vlth hia 

ha .. booa oporr.tl-c tho CU.lcal llaD.factvlac ~ aa4 aa ortico of tho 

Gtr:::~&~~ GoU aail Silnr S.fialJIC IaotUuto uil a aowo JIC0""7• p artl.T ao conro 

for lfpiOJU~«e, at 1•ot oa :lritlob. act1T1Uoa. 

!ho roport alec cooatalu ...,.ral -raau aail a lntoo of •oU-co troa 

ltr\eao I tUoo rolaU-c t o a plaa ~r tho or- ioaUoa of O.raaa 1o4ao\J7 1a 

!atriea attor tho war aa4 for tho ootti"C up of a O.rau laDk 1a Jov Tort Oit71 tho 

cutral 14aa -• \o 'be \hat tb.a O.r.o ponuat 1a t o ooatro1 all aoth1.tloo 

ot o.,.., ar.Uocalo aa4 u\1lralhe4 0..-oo (1Jo1Db.oilntoab.o0 aa4 1foltoilntoab.o1 ) 

ad that c1ooo oollalloraUcoa .... t 'bo atf.oioil with .t.aerlou tlrao aail corporr.Uoao 

vltb Yboa 'buoiaooo 1a to llo do ao, It 1a iatoreoU-c to DOlo tb.ot - tho JIIU"­

!'OOto of tho propoM4 'balll< 1a •a4,l1lotaoat of tho approachl"C O.raaa .., ... ...,. 

poUq<0 aail •aa """'"P of otflolalo 'botwooa the propoooil aow 'baDit aa4 a.Uore 

ot tho Oeraaa Jaatiac IaoUI1lto,• Apparea,l.T, thh plaa vao ' o bo oaloalUoil '117 

Iarteoo aa4 1111 aoeoolatoo to llor11a for apprOYalo 

Othor U•e of iatoroot aro ooata1Do4 b. tho aaauo4 illpelo 
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DJII' re•rtp ._,, pm rpp• 

!lie "' ocn e4 · ioe,... wUh ra,.r• (a - ct-.ea the .. _, _, 

Ooll&l'••- D111) pupone to lie hr\ Il et ea ~ •UUel •.a. 

Prtll.a1Mr7 ~·• aa4 :&.pon oa \lie ...._.r~ Ae\1-.Uiu ot Tar1ou 

lad Orpa1aUoae aa4 Ia41-.14ule 1a \he lla1tt4 .... , ... 1ao11141ac 

ll1ploMUC aa4 Ooanlar -'cUh ot tile hi:.aa o.-.,.._,, o !lie Appa4.1z 

couhh ••-Uill~ ot tw parte, tile tire\ a \rutl&U.oa vUh -'­

oa oer\aill ._h aa4 \he ...... the 4c-h Uaetl-.ee, t~~e11 

4coaalllh are larp~ papere oll\aille4 u4er ll&l>poeu 1a tile ott1oe ot 

t he frta•c.., • ..,. .&ceaoT. \lie 0...... IJ.lll'll7 ot Iator.U.oa, a4 tile 

otnoe ot Dr, r • .a.. ~\oee, operatiae the Clo.aioal llallootiae ~. 

!'ba repor\ llppelll'e to baTe ..,_ FIIPUI4 1a Ill en..-e llar17, ooa\alae 

-roae tnocn.phioal erron aa4 o\lltr werd41>h 1a traatl&Uoa 11M 

1a eo~~pot1\1oa, 11114 \lie o-\lll'7 •••rial t44e 11\tle \o \he 4c..-

.... h tll•aelTUo U wnl4 ... fMa \he tao\ tllet tllere art ppe 1a 

the oorr .. poll4aoe ,_, \he D111' c-l.UH -• able to oll\aia ·~ -

of the oorre.a4aoe ""' a larp pari llae e1tller lleea 4 .. treJ114 or oea­

oeelt4 ( ... , ••C•, p. 1002), !lie trutlatlea pon1u ot \he .&ppell41x 1t 

11t v;> 1a tveln .. otlolle qt vh1oll tile fire\ ..,.. .. or el.cllt are .. ..,....._ 

U.Oet •il~ v1tll t he 4o-eate o'b\aiae4 ll7 ll&l>poeu tl'OII \he !rea .. 

oceu 1..,. .acaq, tdlloll 1t operatt4 ...._.r \he 41reoUu et IIMtre4 s.Po 

J'roll the poillt ot rtw of - of tlla4a to tl.teaoe frta•c ... tile 

r•rt OOiltaiae ..-.eral 1atereet1ac U•to Ia ll letter 4&\14 ~t lo 

1140, to the a.- :llllae., lapp OMPllllae al>out hit lack of taa4a, · 

eq1ac 0 \luo .app~ ot foretca erolte•p heo llm'iac \Ilia -til - apia 

'brolcea UVII aa4 I .. 1a the TilT cre&teot ue41 (p, 1182), 0. "'-•t t , 

lt38, he vrete the £ecaUea Oonlaeellor Bn1'bert fta 1\r.-:pel , O.rua 

.,'ba,.,, WaelliaCtoat "Jerl1a llae Jut .., -• • • ttM. !!oat 1e ..... ~ 

• 4rop 1a the Wolcet• (p, IIU), leoUoll TI of \he report 1t 4eft\t4 \o 

a • •all t4 ~ele of the 'booke ot frtaeoo.., lwe .&c-DCO' (pP. 10»-

1033), ... , the pbotoe\ah ot the ortc1aa1 4c-eah ooa\aia oric1Ml 

ore41\ 11.0Uoee \o the or4er of the w...trt4 lapp, llpeolal "'-' a\ 

\ he Obaee JaUoaal ..uc, 48th ltrut Jruoll, lw Yo.rk 01~. !!Ieee 

ore4U 11.0\ioee (:llb1'b1h lU to 169) ellov receipt froa !'reaeo- oft 

P"• ..... Qr4er tt 

1f~41J • 1,1311. 00 llcteolle tJe'ber-leoU leak, 

ller11a 

1/77/4/J 1,0'/'?,U Juoe 4o O.ero1o, lla1oo 

2/ l/41J 4TII.OO .Yater4Ueoluo lult, Meterdaa 

2/21/41J tll.OO OreU. lllll••· lllr1M 
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pas a ' ' ~., 

3/~/4/J • a,on.• Juoo .. C..eret.e, W.U.. 

3/Zl/41J sm.oo Lli.L AllleJ"t .. ll&r7 & Oo,, ... ..,. ... 
3/at./41J a,m.M ._ .. llai..o, llaUo 

•faaf41J 101. 00 Lli.L Alltort .. Ju7 & Oo, , .......... 
•l•f41J 1,077.13 Juoo .. C...rcle, llaioo 

f>/J3/41J lltt, OO Jlloateolle 17olleJ"o .. leollo Iaiit, 

llv11a 

Sf 8/41J l,lt8.40 CH41 t laio .. , lluioll 

I/11J/41J e,on. ?a .._ .. Xeztoo, lla:1M 

l/2n/41J lltt,oo Jlloateolle V.'b ... _leolle llul<o 

llvl1a 

'1/ 8/41J 1J,1M.II8 Juoo .. llaioo, lla:1M 

1/D/41J lltt,OO Jlloateelle 17o'b ... _leolle llul<, 

llvl1a 

8/1/40 8,0'71.48 -..co .. IIAloe, Ka:loe 

.&. oUlo &ete4 ,.._. •• 1940, 1a ..... tnaeletet, ...,..., •u. ..._ 

aUUac tetq no Ulouu4 Mllaro, .u.41Uoa&l .....,., -sac rr- ,_ 

....U.. I.I(Uot tal~ l.atoraUea oa _, ot lad-· (p. lOZl), 

tho r.pon aloo noho t.laat loa'- tJaa latm pari ot 1N8, IIIIa 

loglp took OTOI' tJaa UrooUoa ot !fta- 1a tile 1flolte4 ftatao, uA 

a.,~ u., 11e ... 01'041te4 to ILlo ......-,1-• tl•,M'I.aa,""' 

colTe4 tr. tftV Ufforoat ....,._, tJaa Jlooa.t.... ~-- Jult 

ot .._..Cl tJaa Jlloat..U Ao!aUeelle Jult ot ....... , Cll.laa1 tJaa ..... 

41- fl'uatlaUoo, ,._. Mroo; aa4 A. r, rriololo, .... , Jloot ottloo 

lloz 1361, tie .. J ... u.. boa J_,q 1tlt to Aapat U, l.HO, llqlp 

I'OOOlTM ..,,'1'06,01 &. ILlo .UoarU&Ho - · tJ,ai,Jil.fll liF ~ et ... 

dq; ILlo .UoarllMira wro .saq .._ Ooaoalat-

AMlls-1 1'- at ~- oallal tr. tJaa tr.- •t...W 

.,.. •• to1lona 
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J. ol ooo releiSoaohSp So Sa41oato4 Y1th - - - 1 , w. 
~~ -s--~-·~ v--•-- Jo~- _.. •• - llo ad ld.o 
. ... , .. _... ... - , ....... , "-rioaa Jcnu-.alieto (p. t?'1) , 

Ia OOJIPU'~ a trSoa4 to .., Wallo So to llo io\rodace4 1o h 

Zapp ..,. \bat the tr1ea4 1o a lMJer 0 1o a 'bSc llouak l ib lftlloa• naq( m) 
(~171 lo thio ....... Clarit' ) 

P• • 

!lber o So a roforaoa t o a trlall417 aoaooS.Uoa with a "llr ..,itt• 

111 Cbscaco (p. H e ) . 
•· 

Yon ltrtoQ&l &ppoara to h 1o ollarp of tho p&)lSoS\7 a opeoh of 

\he h.,.... •••q 1o •a~W~ct&• aa4 1a a nporior of ~- <- o • . 

P• 1008). 
~ ' ·-• 

It app.ro \Ia&\ !ruen41o Preoo •• uoe4 \ o roo.Sn aa4 traa•U 

aowo f or !ruooo ... 1a 1938 aa4 lHI (p. lOU), 

loo\Soa IT h ~\o4 to ll!pp' o raleU ou Y1tll a.,.,.. •• oallo4 

J\lrabooa •• !'oii:U, 

looUoa T ooao...., ooa\aoh 1o tile UaUe4 1\atao. U appearo \Ia&\ 

a Coloaal :ldlr111 ..,.raoa, II ~ ,.......,. , J.l~s.. Tirciaia, 1a a 

otroac .,.,_\llioor (p. 1022) aa4 \bat r.pp• • W&olliac'oa a.ploroo, Pre4 

lrfttaaaehia, oleiao to !laTa volb4 oa ~4 of \1M Ua.Stot hoot, • 

•• to .., 1M -· to k.pp, •Tou llaYo 4ofiaUol.T oaooaa4o4 1a oqueaiac 

bia onr to tho hrw.a osu• (p, 1036) , (1-4 OIPJ)OOJ'o to 11a Kawrt,br. ) 

looUoa n So dno\o4 t o \1M kob ot ~ru ...... t o 'llliola ref•....,. 

lloo 'lla011 ..u. Ia o441Uoa to \1M toracoSac thio -uon ooatoioo a •11-

sac llo\ of n)eorSNro of.., tlloro are a t• Sa41T14aalo, iolll'll41ac 

llr, Job JoUa, o/• tile Jolt& Owz q, t.ewnaoo, JCauaolanaathl llr, L 1. 

St raunrpr, Waltort J.otorla !ovoro, I• Tozt: CS\7, oho 1o lalpll :a-or 

1\raaallvpr, -r ot tba Jorr1o- !Saaa-Baral4, lorrSot.,., :Poaaql­

'1'&111a, tipr~ 1a looUoa D of tho ropor\1 Dr. J.lllon Dopur, 10 .. , 

40th 1\r"'• 1w Toft CS\7 ('IIIIo Sa PreaUoa\ of tile Oor..,..orSoaa Joar4 

of !ra4o)! :r..n L lollllric a coas q , 110 Jroab:q , •• Tozt: CStTI xr, I. 

OoUiaa, 211 •••• -.. 1\tMt, 1w Tom C1tTI Dr, t.. A. ..U, ell ._. 

??til 1\r. at·, 1w Toft CU:n llr, hal lellotter, lla ••• Slat 1\raot, low 

Ton: 01\7, 

.A lh\ ot ~· at traa•- So pv011 at )IIICO 10321 ... ac \Ilea 

are J.n11u ~.-HrJ7 (..,_ to U.a - tonarl.T aaooo1o\o4 ¥1~ \1M 

!raaora41o :trooo) , 'ftll ... L .. _,, :Mtr1a I. libr , J.rUo1r J, llcCIIll....,., 

'- llavb ut ~ lair llavio, ad W1U1M Ill* <A-r1-.-4iac - >· 

' 
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Soctioa Til retoro t o O.r.an Ooa~Qlato at• --• it 
_..... 1 " "'"' ccncorao acotlT 

last-.-.., "--:" cat1ono OYer t.ho o1C~~&tvo of Dr, r, Droocn (hied-

he~ Drao,er)~ Oontul and diotrict 1..a.r of tho toroica orcaniaatioa 

ot tho li'Sll&P, !hero 1o aa ladicatlon that ~t ( f ) 'If, Haltol4 1o 

tbe la•i-partr preoo 10&4er in tho Uaited ltatoa, at .1oaet ia Jov York 

Oit7 (p. 1<M3), 

Section Tlll ooaceru t.ho O.r.an Librarr of lntol'll&tioa and co .... 

aieta ~ot oatiro!T of a etat .. ont aado b7 it ia writln£ to t.ho Dloo' 

CozlUoo, !ho h•d of tho Librarr 1o llatthiae Scllaitl, (Joto that 

the hoade of the Aaerlcaa and O.r.an 47• tl"4ah are aleo Schaita aa4 

that t.he hoa4 of tho o. ...... la11Jooa4o lntorutloa Ottlco in tho UaUod 

Statu 1o ll:rnet IJ~Ua,) !ho etataont of tho ~adltvoo ohowa that 

tro:~ lla7 193& to .la&'Rot 1jt() t he Librarr hao expended $Ml,69._ !he 

!iaancial at!alro are haadlod b:r the Ooan.lato in Jew Tod: (p, 1046), 

I. Uot of upl.o:rooo inc11l4oo •• head of tho booldtoopln£ dopart.ont "'lr, 

I , Diue, 1 !he etat•oat broake dova tha Yarioue oxpnditvoo into 

ealarieo, oxpo&Mo of yabllcaUono, eto, (pP. 1~1060), 

SecUoa U coacenaa tho clr.,.,.otaacoo o.t tho yabllcatica of tho 

tlrat O.l'll&a White Pa:par and 1a41catae that t.hero waa a ech-• .......,...a 

betveoA II. J, straoenrc-r of tho Jorrhton !U.ae..,l!orald of Borrhton, 

PenaqlTaala, &lid tho O.raaa Llbrarr of lntomatioa to uea t.he aaae of 

the pal>llcaUoa t1ra of l!owall, 1Jook1n and CompiJlT to tond ooploa of tho 

White Paper to a 1arc- .aatl!.a& llot, It aa:r be notecl that l!arr:r :ll•r 

kntoo 1o aoicl to l>Pe boaa fomorlT auoclated Ylth Dr. J.ahac-n of tho 

l.aerlcaa rellowahip "'""" ... , to ha ... prahod Lavreaco Daaaio1 book, 

!he Ilraaa1ce of War ancl S....1u tloae, 1oa tho baet book of tho decade 

oa tho fanclaaoatalo of tho world a1taation1 (p, 1056), 

. Sectloa X 1e coacornocl w1 th the O.raan llaUroah lllforaatlon Off leo 

uador t.ho 41roctorohip of Dr, J:rnot Scb.a1h, I.Jl 1tu11at1on 1o ct ... a 

ot tho tiaaacoa of tho 0o"P&"l, ohowinc that tro.a I~Z~D&rT 1933 to J.npat 

1940 it opaat $1,339, ?69,18, ·nne tho lxhlbU io haaclod "Bnenaa of 

tho O.raaa lla1lroa4o latomaUoa Ott1co, 1 1t 1o act clear Whether thooo 

u •• .... ~..Uturoo rather thaD r.......... :ror 1938 $186,600 1o chon, 

tor 1939 •139,000, aacl tor tho portion of 1940 $60,000. IA Jul;r 1939 

tho Ottlco bad a peraouel of ao :people with a pa:rroll of $4,956,91 

( 1t 1o aot olear Wbother th1o 1o a -•t.hlT or woekl:r pa:rrolJ..-opro-blT 

aont.hlT); 1a .Aapot ljt() tho -nthl:r pa:rroll 1o $3,9a7.30, ancl the Jlleo' 

Oo ... 1ttee aakoo tho point th&\ thoro 1o DC .jnot1t1oat1on for IQCh a 

pa:rroU 1a ~1.., ot the coapleto 1ooo of o.raan \ouriat trndo. l.ppar­

catl;r tho o......, JaUroa4o lntozw.Uoa Ottioo cirCIIlahcl propacan4a 

•torlal. J..aoac the 1t .. o 1a thio oo ..... ot1o11 1o a letter troa ~ita 

\o ZapP 4ahcl lloYe.llber liO, ltai, tdl1cll .aqa that oa Yaclaooclq, Doo .. ller 

a, a\ 7 p • .a,, •.L ..-~>or of :paoplo of tho I11tall1caac• So" lee of the 

I 
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leas ler1ia .A.xia are •••lac a\ ., pri'rah a,....._t, u.s \hUla 

'Iat:U tcaoa hrrtoa1 Wllall appa.r \o loa a..ua1 .t!.,, ille 0~ 
o.maa 00'<114 loa \l'IUlala\o4 •• •-• aarr1oa• or •wo .... uoa aanlo .. • 

lo•Uoa .II h ooaoerut wi\h \11: Aloorlou. hllowohtp l'oraa &M 

IIOrP parUoal&rq wi\11 :Dr, l, I. l, ~ !h. Aloorl- lollowahip 

l'oraa -\erial Uea ia wi\11 ille aoUT1Uea of Ill', r. 4. l:ene- U 

appaau the\ .AUacu u4o a larc-lT parJviou ate\-\ \o \loa eo.­

a1Uea oa hp\eaber 10, 1140. It appeara tto. hh :\et-t, llowY:r, 

the\ h: h a claa-\a aa4 olo., hied of lrle«h:la Jlnecer (p. 1067). 

U h olal .. 4 Dr. P. J. laaalor orcuhR4 ille Aloorloaa lollow"'ip l'oraa 

vi\h :Dr. r. A. IRn"•• A .. ooiata4 wi\11 AR11acu ia ille lollovohip ,..,. 

voro O.orca r. lllllar, 366 lfa41aoa AT.,..., low Ton CU7, 11-. RUraaa 

106 lor\11 Iron ftrao\, ••• Oraaca, I• Jaraq, to ... rlT vUh \11: 

Aa:rioaa AP\o..,\Ua llaaalaonrara AoaooiaUoa (Jaur •• \ora 1a r.n 

JorTho low Tork)t C. D, liecohrht, Jr., 30 I. 30\11 1\re:t, IRV Toft 

OU7, 11om ia Jal\t...re1 Uohari.IRoll (T1oa Pno14Rat of ille a...toal 

llaft:Uac Coloppq), tO'P tov.\11 11\11 1\l'Mt, Jevaft, Jow J:raq, aat 10 

lut 40\11 ftroe\, lw Tartt Ci\7, \om ia \he V.UR4 1\et:o; Dr. 11Uoa4 

l, 1<1111, llll ••• M\11 ftrao\, .... Tartt. U appoua that \he oo\ ... U.1e 

liloa ftp \o IIRTR opell 4hftu1oa OR \he pl'OI pa4 OORI of tho ll&tl G­

l>oTOOU ate., "' ia tao\ \he u-oaioa WIIRl4 1>1 108484 1o t .. r ot \he 

lad poi1Uoaa. !Ilia appoaro hoe a 11Uor of oao .. iarloh w. f. X. 

lre1harr Toa Jo\IIMr of !lulor tov.r, ••• •2a4 1\re:t, .AprU ae, 1939, 

R«Potl.ac that \he ARarloaa l:U..ohip ,.,. lie :at '9 with u iaa:r 

olrole aa4 aa oa.hr olrola, \he iaaor olrolt to condot of aoa of lalowa 

O.maa 1oaa1aca Rll4 attUia\1oae, ille 01lhr thall 1 to ''"' •• a pr.­

hoUoa ia \he pal>lio qe. • lor ille iaaer oirole he propota4 Cllarle• 

!r1U:r, eeaior -l>or ot \he 11081'4 of the I• ton: l'lli~Jllo u4 

tor the oa\er n., Jolla 1r1Uiaa , loot& , M .. , U ri 1\r"'• '111111• 

\he ARarioaJl lal1onh1p ,.,. ,.. .U.ca417 oupponel '117 pal>ltc oaabi.o 

lnlU one, aa -1•\ioa ot AJlha.cea' • 1>ult aooout tthovt4 \hal hoP ille 

tal of 11131 •• u\U \he TRJ'7 oatlln.lt et ille wu APIIRcaR INOeiTel 

Roaq fr.r hi'RIRQT, larcalT fna a lll'o Jolla .. _, lleatitiel at Dr. II. 

llon loMaa_, 21.'P :lou .. 1\ree\, ... lnlrCo 0.-. Photoo\ah of 

nrloa.e ONll\ ,..u ... are ooa\aiaa4 •• :1111.n1h JOO to 301 Rlt4 thaw 

raut\eaoaa thrRqtl ille JoTal luk ot Ou.ala, 18 WilliaRt t\raat, ..., 

Ton cu7 , aa4 \he ••s.RR1 01\7 .u:, ..., Ten 01\J, h .. h•caa'• 
ao-\ ia \he Oan ..,bnca luk !Net C~Mpou~T, UaiTnli\7 lraRollo 

Ut\lt 1\reat aa4 Ire t q. !he natnuo .. "" to han '"- RRlalT 

iafJOO-h. 

1a \hie oaaaot1RR a preliaiaaJ'7 e\a._..t vao ol>tainel hoP Dr. 

r • .t.. IRnau a.pt•er u, lHO, 1n tdl1oll he ROil he,.. rraa14RRt ot 

\he ,;rleal llub\iac 0a 1 .,, 10 ••• ~ t\l'let, u4 raliW a\ 

Jrlarellfta ... r, ._....,..... ---'• Waato~Meter Ona\7, &M aa 
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Aaeriean repr .. eataUn oboe ltll or li32 of a o.r.a.. ch•1cal u4 
aetallur&1oal oo~~eeno lalon aa Jlov.\acba Oel4 '11114 81l'bar lcbait. .b tal 
(Cold and Silnr lef111111C IaaU\11.\a) and that a fw 7eara JICO ha f:~ 
the Chaaical ICarltatiBc Oo~ of which ba waa no eole OWiler, Be eaid 
that the !et1111ac IaaUtllte 1Jiponed :Joro- =-tcala troa o. u4 

o1..more and that after the o•t'br.k of the ..-, tha Chea1cal X:::iiiC 
Co"1'&117 'bepn ~n1JIC chaicale to lfttll Merica and 1:w4 alec taka 
up tho -...utacture of chaaical •o1alu .. , Bh fu11T ooae1oto of Me 
v1te, lire. Iah J:ert .. ,, a Ckl'l&&ll oUbea, aa4 w., obildrn 'bono 1a tho 
t1111ted Stat .. , llue a».d n.e (p, 107?), !be OaapuJ hae a faotol'7 at 
~od, low Joraq, wboro 1t aoquired tha ~d Cbeaical Coap&AT 

(p. 1080) • !be Chealoal llaftottq 0o"P&&I7 •• 1Aoorporated 11q 13, 1936, 

ae the huk .oa boop Md Ooape.q which wee clw!cod oa Je'bru&f'7 17, lt36, 

to !lleodoro .oa boop aad Ooape.q, Mel oa Ooto'bor 11, lt37, tho pre••' 
aaae of tho ooape.q wo adopted. (!llo D1 .. 1 Oo•1Ueo report otaho 
that the aaae 1e Dopp, 'but other ~1«-aoo 1JI41cateo tho aaa• \o 'be laoop,) 

!he ~ had aooota oa October 31, 111311, of $169,000 u4 11a'b111t1oa 
of $113, 781 of whicb $104,000 waa hold. abroad, ~.000 'boiJic allocohd 

to 0.- (p, 1081). 

!lie otroJICOot ..,1«-aoe wUh r_.-1!. to tha Ollb'rorobo aot1•1Uoo of 
Xortooo 1s 111 an af'f1d&Y1t (pp, 1081-1091) td Jaaeo Ji, ldloouclo, 27 Sinh 

J.nll1l.e, :Brookl7», lw York, a aevopepor aan who wao tirot aplo7od liT 
Sate, a aoa'bor of tha Japan .. • Ooaov.late, who P.,oed ao a repreoeo.taUn 
of the lloaei levo ~q, u4 thea '117 Xnhoo Md Dr, limen OTooo, 
1775 :Broe4n;ro Mao&do '"'~ired for Sa\o with the lcaow1~ of III. tJpoa 
Sate '• retllno to !olc1o, lata re-aded Maoab to J:erteoo, who, after 
a peri od of trial, referred 14oooa4a t o Dr. Bet'ben ~rooo, tobo 1:w4 Jdaoade 

watch ohip ao•••ah. ~oaa operated 'beiUad tha treat of a IUWI JICOD.c:o' 
(p. 1086) , 14oooade fCt fro• IAnaoo Md Oro11 'betweaa Oo~'Hr 11139 u4 

re'llruarr 11140 about ,1,000, oo•• 111 oalh u4 - '117 chaolc. !lie C...Utee 
lllbpoeau4 lAne••' e\11.'11• aad fO'IIIld nrioue etal>o ohOYiiiC checlca to tho 
ort.r of Jea .. Jlllaolllo, to1al111C 1a ICarcb, .April, and Jue 1NO $7150; 
\hie ~aohated to the Ooaithe that tha Jaoada otol'7 -• tru. 

lecUoa XII oo""oraa -aomo peaetraUoa 111 tha tJaUed Stahe. 
!lie eo-Uha adaih that th1e ianaUpUoa waa "poar•ed 1a a ool.­

lahral faohioa• (p. 1092) and would 8Jlpe&l' l&rplT to 'be eiaplT tha 
41aooYef'7 1a J:erteaa• fllea of oerta1a oorreepoadeaCie and aoha co,.. 
ctnoiiiC the orpniaaUoa ot hi'MII aot1Y1Uee 1a Aaerloa after tha ..-. 

!lie oorrtepoii4Moe 1e "'- 1Ane11 and hit aaeoo1atea 1a 111eMD. and 

J'rao.lcfort, h-. !lit Ooaittee """"'"' (daft:lT) \bel ~Aneaa 1a 
Ued >q> with tha "Jarrlu Jhal Coapa~~T' and the 11ato J1aanctal Oor­
pora\ioa (p. 10!13). !lie oorreepo......,• iadi•t•• IAntoe 11&1 'bee& 

•QCIICOd 1a U en .. lea ooaoenJ.IIC UYlaita ot ... th J.aeri- torrl.-
tol'7 ,panlO't&larlT · for !iJJ with :Da;poat and other che&ioal -:1 ntae 
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(ooe, o.,., P• 1~5). hrt.hoNOro, lortooa hao 'boon ll be h1 

to tult111 O.raan co .. 1taonto tor 4ol1Ytr1oo 111 Sout h 1., 1 o(co~) 

a oillC t or purpcooo ot 410CQ! oo ~cb •tr1oato• ao ~t.crO::ntP•( ~o9•> 

J.pperonU.7 lone oat Milk 111 r..., York h tho l ry1Ac !not eo~ (P• 1094) • 

U 1o cltal' that thoro waa a larce aaoGAt ot at100u.,00110 oorro~~OAca • 

which t he Coaitha tid aot cot, 'rho quoot1oaablo act1T1Uoo ot lortooa' cro"P 

btro a11d 111 O.m&QT aro i ndicated 'b7 tho atto.ph 111 tho -or of 11140 

to 'bri..: one X.1Ar1cb St1oce 1ato tho Vnitod Sbtoo; vhon suoco• 0 Y1oa 

wao dol11od 'b7 tho J.atr10&11 Co a raJ. 1A Oo-, it •o eontr1nd that suaco 

oh011ld CO t o South J.aor1ca Yia .r_.. on a 'boat otcpp1JIC OYor at Lot ~loo, 

whore lortooa &114 othoro collforred vUh hill t or Ilona hove (p. U OO), 

It vo'Cild .... that on .T'cu!o ao, 11140, l ortoot drov liP tor pvpoooo ot 

d1oeuoo1on aad .obooquont oaba1oo1oa t o J orl111 a aomoraadua on\ 1\lod ' !he 

OrcanhaUoa ot 0..-a lalbl.otr, 1a J.aorica attor tho War.• fM pvpooo 

1A .Ud vao oa1d t o 'bo •tho cloooot oooporation 'botvoon t ho proper COYO.,._ 

:oont otticoo (...,iac a.,_, conruont otticoo) &114 pr1nto 111clllotr,, • 

It vat prcpooed that tho orpaisaUon vo'Cild 'bo 1A throo porto, tho tiro\ 

the Joard ot trW tor 0.JWeD-A•or1c., c-rco, lac., hoa4quartoro 1A 

Jov Tort, 'bruchoo 111 Chlcaco, 1..., Orloaao, &114 la11 J'rallcitco; th.t pru1-

dut ot tho Joard vao to 'bo Xr. c. r. J.rollldohl all4 t ho ~ of tho 

JoaN ot Diroctoro wao to 'bo tho a. ...... eo-rcial .Utacho, :r..r coat14or­

"t1on at d1roctcro vero to 'bo 111ollldH. J'raak ._ O.r4oo, O.th&N llchuh, 

B. Clroona, lfan7 Bollooon, tvo othor roprooeatat1Yoo ot Cit..., 1adllotr1al 

t1 .. ,, &lid lartooo; a ""otoao attorae7, lrod Cl, fwer, vao propoted h 

bo coao14orod ao co11llool. fho Joard ot fra4o vao to 'bo atf111atod v1th 

tho O.r.aa !rado 0oGAC11 , to 'be ooapooed ot ropro..,taUYoo of tho ooYoral 

111clllotr1al 11"'111'•• prodded OYor 'b7 t ho local O.raan J.ttacho, 'rho oooond 

1p1llar0 •• to 'bo lfho J.aor1C&I1 Clrcap tor fra4o 'ldth a.-, lac,•: 

proo14oat, Clocrce r. llauor: propoood tiroctoro, Bovard P, 111colo ot 

Laird , Bitooll aad lleob: a. ..... J.. l ollaar ot tho Choa1cal llulc all4 

!nat Coapaa,; a aoa'bor ot tho J.aorieaa CoUoa latorooh; a roproooat ... 

t he ot O.lltral llo\or11 a roprooa11tat1n ot tho laUoaal llalmtactvaro 

J.oooc1at1u; a roproaoatat1n ot tho latioaal Couao11 ot J.aor1caa s-

JlOrtoro, lac,: J.. O, llaoroon ot Billoo, llaar1ct, Don &lid ._ad at 

COilaool: aad lortooo ao contact vith tho Ooraaa Board of frado. fho 

Joard of Dirootoro wao to 'bo prodded on r 'b7 Joha II. Zolloro of -

i.,toa laad, lac. , v1th ••lloro 111ol1141q WW1aa J.. 1Jch1>7lor, Dr, J.. 

Sehovor , 3 roprooo11bt1no ot loadill.c .t.aoriC&Il ..,ntactvill.c all4 trado 

auoc1au 0110, 0114 c. r, J.zcldohl. '!he pr iacipal da\7 ot thio or.,..... 

isaUo11 vUl 'b~ t o alta 0114 aalUft\O poroonal couocUoao 'botvoaa 

J.aerican _,acturora aad aaalOCO"I orpai aaUoao 1A 0.-·· 'rho 

t hird "pUlar• -. to b o "!ha O.raan 'O'IIinro1\7 ~. lac., to t ooter 

.,. a cho11ce ot aaltval a ad ooc1al rolaUou 'botw- .. _ all4 J.aorica. • 

Propoaed tor thio »tor orpa1sat1oa voro Dr • ._ lohl , llr. Potor J , luool:• 

Kr, 111cbard looh, 0114 lortoao. ProroquiaUo t o tho worlr: ot thio or..,.1sat a 

1o tho croaUoa ot a opooial ottico 1A tho IIWotr, at Btrl1A (pro.-hl7 

tho 111111otr, ot Propopah 1A JorUa) . 

/ 
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•It va o ouggeoted that Mr . Schellenborr; Dr !opkin 
and Dr, .l~n lllbllit & propot&l, a!hr vhi~h tho oolut~~n o! 
t he rot~tr&Yeler problem vae t o bo turned o• er to th _ 
clua1Telf• a. ex 

0.laked ao to ar attitude I replied to Mr, Schellenberg 
that 111oh aonopoly could be oona1dered onlT within t ho reaa 
or offi c ial act iYitieo at leaat within tha Board o! Trade· 
that I vao coapellod to reprd i t ao h1thl7 unethical and' 
bo;rond dhcuooion to confer upon one of a sroup or three 
gentlemen a aonopoly out of which all t hroe undtr tho ootez>o 
d ble oona1dorat1on of a p...-ed1tated pro•hion o! 1()!.1 had 
calculated a nr:r considerable inco ... 

• I regard i t hig.l.7 unet hical t o take &dYant~ o! the 
upenaoo of roturn--traTOlera and repeat ed that in tho iuh..­
tat or all concerned and i.n all decency t hh utter could be 
re£Ulatod onl:r o!ficinll1. with profit rodncad to tbe loweat 
pouiblo a in,_,.,o (pp, 1107- 1108) . 

Under d&to of July 5 there io a otatoaont that Xol~r inTitod 
Iort ooo to l unch with Mr. laekoon , 71rot Vice Proa1dant, and Mr. Bower, 
hocutiYo Vice Pr .. 1dent. of t ho ChoDioal llonlc ud t hat tboao genUo­
r.on otatod that 11t va o 1aportant !or .blorioa to join wi\h e.nd culti­
n to the nov Central Europaan l!loc in t ho ao ot !riendl:r and 1ntinAh 
trodo r-.lationo; but obeornd that for a loDt; time U wU l be noeoo­
o&r7 to coabat oppooit ion and to oYorcoao t ho d1!!icult i eo or public 

opiclon. • ~e 4ocuent cont inue•: 

1 Nr, Xollaar hao the a uip:ont t o continua to culti­
n to relatione and !or thh po.rpooo ho wUl aoet with Mr. 
Bower during t l,. cocing wool< t o lhtu to hit pWio 'lhore 
app6t>J'o to be good rcooon to r;in )(r, Bower ooco !IJ:&Deial 

aaeiatance. 
'1'h• eoofere.nce between Xr. Bover an4 Mr. Iollaar 1e 

t o be dl!orrod uutU &!tor a conoultotion with Dr. 'h.nntJ>o 

bore and Mr. YOn tnoop, 

' Dur!D& tho extended diocuooion Hr. Bower dropped t he 
r ecark that t heir notable !riendlinoot !or Ooraan:r had not 
beoa. rovarded an:r t oo lavhhl)'o tor onn todo)' t ho Reich~ 
bank and t he Ool&-Diocount Jlt,nlc wore aa1nto1n1nc t ho1r ao­
ooua.t o a t Chaoo vhieh cortainl:r had obovn itool! to be 
wt1'7thinc aloe bUt rr1ea.dl1 to Oorun:r. "'d be hoped thAt 
ICr, tou-r •ight be ....,ce oa!ul onn it only at an external 
widaneo of recognition ult1Aat•l1 to cot t he aecounh o! 
both theoo inot1tut1ono.• (p. 1108) \ 
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A -~ •• "!be :r.rtaa41ac of a h,_. Jutiac latUnUoa 
1a .... Jor!t atior "'- War• 11 \be lao\ d.o_, 1a \lao repon. n 
coaohh of a h 1l\o17 of o....., lluk1ac rolaUoao 1a iho 1JaUo4 
Statu with ilia ooaoluloa ilia\ ihoro 11 .... ...,. "Malt 1a lev York 
to4aT u4 111 orior ihat thoro bo a fr1oll4l;r oooporaUoa botvoa o.,.. 
aa4 .&urioaa "Milito U 1e -••earJ to tout a 0...... bo¥oc 1aoU'­
Uollo !'U propoood. aoi1T1i1u of \he aew boat oro \o ool1o1t \lao 
.&ur1oaa lnlalllooo of o.- olroloo (le1oho4Ahollo u4 Tolt.....,hoho) 
oa4 looal reproooaiaUno of Go..., 111411o\r1oo. U 1a p>111to4 O"&t 
that ihlo voul4 'bo \o tho 111t ... on of tho Ool'Mil pn.._t 111 u 1 
ucbaAce ooatrol. 1A441tloaal MUT1Uu• na:oow4 lnclll4o 1 illo 
....,.... .. , u4 Cllll'Hai l1cp14aUca ot iho r-ohlflc tore~.c~> oblipo 
uoae-Oo...., d.ollar-'boato , no., .. ...,.__, ot \lao ~ 
O.l'Mil •••\arT pol1q • 1 aat, ~iMllT, •aa '""'"&" of ott1c1ale 
betvou ilia prop>ood. aw 'boak u4 -'boro ot iho .. ,... "¥ocr.... 
oUnto.• (l'• UU) !'U oapliallaaUoa of iho propooo4 'baalt 1a 
propooo4 at ta,OOO,QOO, ~ocripUoae to bo t'rell o'CICII time a• i11o 
~ .... erloaa Llao, tho Jortll .. ...., Ll.e7A, oa4 larp illponoro 
u4 oxportore ..,. llowo ,_ 1a olooo ooa\aO\ vlih 11aiio4 liahe •­
aorce tor 7oare. !'U d.o_..t etatu that 01t a&7 Mat, laolUilc 
tho lelohe'aak• h 110\ al>lo w )larilclpoh opoal7 bo..,.oo ot o14 ,._ 
ot\1etlo4 oblipUoae, ihoa 1i voul4 '• aocoo0117 to arraoco onr 
there tor \Ill t-.porar7 OTorlllhoripUoa of IOloh poroelt ~ 'baalto 
11 the 11.1, v!Uoh tho>v ao IOloh obllp.Uoae1 (p. Ulll). !lt.o 4o.....,., 
oloou vltlt. a propoood. oharhr 1a -.ell .... 
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No. 'ZJ 

o-2/2657~ 

IIILlT.lRI IIII'E!LI<lEICE DIV1Sl011 
l.lR IZPARl'lllllft 

llaah!Jlaton, IIO"N11ber 28, 1940 

• 

'l'be int'ormation c011tailled ill thie oerieo of bulletillo 
will be restricted to 1 te• from oftioial oouroeo wbioh are 
re&sOIIB~ confirmed. 

'l'bis document is being siven an approvod diotribution 
and no addi tiona.l copies are avails ble ill the 1.1111 tary In- ' 
tell1genoe Division. For proviaiona governing ita reproduc­
tion see Letter TAG 350. 05 II. I.D. (9-19-.'.0) li-B-11 • 

At the invitation of the German General Staff, four 
American official observers vieited the German Armored (Panzer) 
Troop Sobool end Arrtr/1 l.!otorization School at \1unedorf, 25 ..Ueo 
south ct Berlin, on october 4 , 1940. Tbio bUlletin is based upon 
their observations , as well as upon their oonvorsations with 
Oorcan officers on duty at the school. 

CO!JTZN1'S 

1 . TilE .wlORED (PANZER) TROOP SQIOOL 

•• Mission 
b . OrP"iz&tiOD 
o. De

110
nstrat1on: .u.ored TroOP• in the J.ttaolt 

d . Equi}C8nt &lld llateriel 
e. Cl.&s• Rooms 

2. J.IIIII IIOTOI!IZJ.TION SCHOOL 

a. llisaion 
b . Equipunt &lld tlateriel 

3. CONCLUSIONS OF OBSERVERS 
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l . THE ARl!ORED (PAilZER) TROOP SCHOOL 

a. W.ssion 

The commandant outlined the lllission of the Armored 
Troop School 1n approximately these words: 

"The modern armored unit wi th ita modern equipment 
demands the best in l eadership o.nd technical nbllity. Its 
oolllll>Mder cus t not only be thoroughly famUisr with the 
capabilities, lilllitetions, and tactical use or materiel in 
his 001111 particular or ganization, but be must be equel.ly "ell 
Wormod on materiel in organizations 11ith which be is 
Ulcely to cooperate in co:obet. 

"11& are trying to keep our instruction as practical 
aa possible. All of our instructors bo.ve bad combat ex­
perience, and r:aey of the1:1 have returned recently f ro" the 

front. 

"11& bo.ve no great secrete at this school . The great­
eat factor in successful e~ploymont of armored troops is 
speed 1n obtel.ning initial coordinlltion of e.rms and in ex­
ecution or coordinated miuions "by w.rious arms . 

"Supply is extremely important; hence it is e,... 
pbo.sized in all our problems and exercises . 

"A correct tecti cal conception of tho employment of 
armored troops is fundamental. If a highly mobile armored 
force 1o launched in combat in accordanCe with correct tectical 
principles 

1 
it is capa·ole of obtainini rapid success . If, on 

the otbar hand, such a force 1e launched 1n accordance with 
telae tectical principles, the results are likely to come 
just ae rapi<l.ly, but they are elao likely to ba irretrievably 
diaaatrous . Hence, energetic anc: capable leadership is an 
essential quality in armored force unit. coiiZl&ll'!er s . 

•The primarY purpose of this school is to train 
officers and key noaeomoiseioned officers for tank units 
and to assist in the development and testing of nOll Clllteriel 

for armored units . • 

b . Organization 
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Steff 
2 0WU'IOI')' 

Companies 
(School troops) 
Personnel for 

Instruction 

sw:r 
Persollllel 

for 
Instruction 

100 candi­
dates 

Jnapeotora 

1 Tank Battellon 
l Rifle Battellon 
1 AntitaJJk Battelion 

o. Demonstration: Araored Troops in the Attock 

(1) Terrain and !leather Conditione 

The school troops ateged a de100nstration in the 
....,.uver area for the pcrpose of illuatratina eoao of the trooP­
leadina features involved in attock by an anoored force and the 
general technique employed in t he execution of auoh an attock. 

The terrain of the maneuvor area is gently roll­
ing and sandy, but, since tho ground is covered with nell-rooted 
grass, there is a firm footing t or both wheel and track vehi cles, 
About half of the reservation is inegularly wooded, but in other 
aroae wheeled vehicles, including motoroycloe, can move directly 
oro so ce>untry without difficulty , 

There was e. heavy fog over the area when tho 
demonstration we.e staged, and, since vieibillty we.e restricted to 
about 150 yarda, not more than wo or throe tanka could be ob­
served in action at one time. 

(2) Orientation of tho Tactical Situation 

The demonstration was preceded by a brief 
orientation en the ass1.lrll!d tactical eituation dellverod b)' the 
collllliOJlder of the e.noored regil:lent (school troops) , who said : 

•The 2nd ArmOrod Division, aee1eting in a ganeral 
attock, ie advancing in a zona approximately six kUo1118ter& 

wid' at this point. 

"YesterdaY attarnoon the divisional infantry 
brigade, leading the advanae, we.e etc~ on the line they 
now hold. (Be pointecl. to the line) . 
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"The tank brip.de1 lees ooe bl.ttalioa 1a to 
aaaiat the Want%7 brigade in tho ettaolc th1a 110rninc, 

"'ne tank battalion will ro•in in reserve tor 
the UDe ot the division eo~er, 
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"The wocxls along tho right bowldery of the dirt~ 
aional zone of action have bean gaeaed by the anem;r. •l 

'l'hie oriantation was given on the friendly front 
line at a point tro111 which the principal hoetile positions that 
ware holding up the advance could no%'1111.ll;r be aeen. 

No ID"ps, overla7a1 aerial pbotocJ'apha, writtan 
or aae~pbod ardors, coozpaasea, or note'booka were used or ~ 
tarred to by tba regil>ental ooiOOIMC!er or h1a unit e-nders during 
the entire exaroiae . 

(3) Troop Leadi.Dg 

(a) Proe~ 

The regimental oor.'lllAIIder 1 representing the 
armored division comancler1 gave the tootical sit\11\tion in the 
presl)nce of 26 participating unit eolllllllllldera , Inmodiatel¥ atte~ 
warda, the plan and oral order were givan by tho infantey bat talion 
ooi!IOWldor charged with lllllldng the principal attack. The oonveraa~ 
tiona wore subetant~ ae foll011s: 

The Wantrr be.ttdion co.-nder to the 
c()!!I!!J!der of the tank regi!llont coooeret1ng with him: 

"'l;y battalion haD bean stopped by fire troD 

hostile •chine gans and other Want%7 weapooa located alcbg 
tha oreat of that bill (pointing to riajlt front) and the 
eastern ed&e of the woods on that hill (pointing to the lett 

halt) . 
•I do not knOll yet the exact positions of 

e:rq eMJQ' antitank gans or artilleey pieoee, 

"'l;y tront line is along the eaatorn edge of 

this woods (pointing) . 

•I will attaolc at 10t3S A,U, in conjunction 
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with the reainder ot the intantry 'al-1cat•· 

"'l'he right boundary ot 1IQ' bat talion SOl» 

ot aotion i a along that road (pointing}) left boUlld.al')' tha 
edge or that wood• (pointing) 1 extending to that group' ot 
trees (pointing to loft front} , • 

303 

The tank reswntel o()!!!l!&!lder awld ng to 
hie lx\t.telion co-roere 1n the proaonqo of the entire group1 

•The tank regiment will atteak in two 
eollalona , 

•The first eoholon, oons1eting of the Firet 
Battalioo rill t:10ve along the route - -- - - - - . (!!ere the 
oC)I"C8rder 1ndioe.ted a route by ou1ng roade, v1llagea, and 
woods which preSUJ:I!.~ were feel liar to all coooeraed as a 
result ot prior mp and terrain otudisa) , It will attack 
hoStile antiteok and artillery pooitiona, 

•Un1ts or thia battalion will liOve direc~ 
to their targets. 

•The second echelon ccna1ot1ng of the 
Seoond P.e.ttolion, will follow the first echelon and atteak 
hoetila antitank guns and heavy intantl')' '1/oapona . 

•The support of tho tank attack by fire troll 

henvy intantl')' ..,..pons 1a requested. 

•It is alae 1'8<\ueated that the bull< ot the 
artillery supporting tire be placed along the £le.Dko of the 

SODe or the tank attack. 

•It ia rurthor requested that the toDka be 

protected troa a:rq eoeey activity troa the direction ot ­
woods (pointing tonrd right trent) • • 

At thia point the officer represaoting the 

division coiiiiii8.Ddor approved the announced J>l&IUI and requests ot 
the tank and intantl')' commendere, and directed that they contimle 

with their order• accordingly. 
The Second BattAlion ooi!IM.nder to hie 

a?T'W oop Mers . in ~Weoonoe ot tho ent ire grOUJ!t 

"liT battalion, oonati tutins the second taJllt 

echelOD, rill atteek in tbr88 a n a. 

muvmm w. 
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"The first wa 
Coll!pCUIY' will be followed at a ~ oolllliatlJ>e of the First 
bJ the second wave, conaiating of t:" S dia~ce of 500 metere 
two wo.vea will attack hostile antitnnk eoo Compaey • These 
weapons, 8111l8 and intant17 heavy 

0 
"The third wavo, conaioting of the Third 

f
oznpo.t 'f1¥ • will oper ate nith o.nd eupport tho attaolc of the in 
o.n 17 battalion, -

"I will be on Hill 326 (pointing) during the 

attack. • 

• At this point the tank regiJDental co~or 
approved tbe plan of this battalion comander , 

The eomo.nder of the firet Tank Co""""!• 
pooa!dns to his platoon l enders . in the presence or the entire 

~· 
"The 1st Platoon Ylill attack in the right 

of ~~e battalion zone . 

"The 2ntl Platoon trill attack in the left of 

the battalion zone , 

•1 will be with tho ,3rd Platoon, which will 

attack behind the 2nd Platoon. 

•The battalion com.."\&nder will be on Hill 326, • 

The eo"""""'er of the Second Tank Co!'!l?!!!!'f· 
epeaJd.nl! to his platoon leadore , in the presence of the entire 

Q:2!!1!' 
•The 1st end 2nd Platoons abreaSt will attack 

in rco.r of the Pirst Tank Co~. 

•I will be with tho 3rd Platoon in rear of 

tho center of the 1st end 2nd Pl4 tooM, 
•Tho battalion coll\ll\alldor will be on Hill ,326. • 

'!'he co~der of thO Tbird Tank Coi!!J)"nv ( 06l'1'1-

1118 a metal mar ker consisting of an 8-inoh red and wbi to disc 
attached to a :2,-.i'oot atai'£) apoal<ing to hia plAtoon l eaders , 
in the presence of the entb'e group: 

CONfWrNl'IAL 
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with the leadillg inf"':~•:l=n~ Platoons abntaat 1l1ll attack 

"I w1ll be with the 3rd Platoo in 
the center of 1 be let and 2nd Platoorus , • n reu of 

At this point ona platoon loader asked tha 
question: •'I'IMt should rq platoon do if threatened >- h tile 
Mtito.nk weapons?" v' os 

The company commander !Lilll\fered: "Go ahead 
lour t&rgote are the hostile mchine guna and other weapons that ' 
are holdillg up the infantry, • 

The tank compaey co~er then banded tha 
....rl<er be woa carrying to one of the infantey' cOIIIOilll'l.ers 1 presumbl7 
the ooi:ICIILilder of one of the leedlns infantry elaOBnts, 

At the conclusion of these conversations, 
the officer representin£ the d1 vision commnde:- briefly revi""ed 
the aituation and plan of attack, conoludins with synchronization 
of watohoa and the fenlllar •Are there any questions?• 

(b) Comment on troop Loading 

llenorizing Llapp. It 1o believed that tha 
map-reading do~onstration moved too rapidlY for maximum instructional 
val.ue

1 
especially if st~.enta or spactatora were unfamiliar with the 

terra1D and the assumed situation. 11hen this point was raised, it 
was stated that the eom:Dillldera would have th:n"OU!lhlY studied their 
mapa and aerial p."otegrephs if available, and that thay would hove 
had at leut a ganera.l knOifleclga of the a1 tuation before arriving 
at th1e phase of preparation tor tha attack . Terrain apprec~tion 
11 emphasUed in the tra1nin£ of tho Oerman cOAbet officer. The 
1nd1 vidual who IOIISt conat!Liltly rater te a .. p t or orientation 
purpoeea ia considered poorly trainel.. Tho Oenl8llll believe that 
the map, one" studied, should be carried in tho al.n<l rather than 

in the lw>d. 
l!ethod of FormJJ.ating Plan!!. The demonstrated 

method tor announcing plana, req,ueatins coordination with other 
weapons, and issuing orders orallY and in tha presence of ell unit 
oo....e.nders concerned i s a l!lltter of apaoial trainins in the G~ 
Arrq, It oe.vee time and tacilltatea toe......,ork, for each commandar 
proaent i s givon a complete picture of the part his unit is to ~ 
in the operation, 
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No transportation equipc>ent was viaible neo.r the uac10bled group 
except e number of motorcycles and two tanka , It was explained 
that these vehicles llerc f a!> .adml.nietrative purponas and would not 
be present under actual. cocbe.t ccnditiona. Their presence, however 
detracted from the reali sm of the deoonatrntion, ' 

(4} Execution of tho Attock 

(a} Procedure 

After cocpletion of tho troop-leading pert 
of the demonstration, visitors were taken to n knoll about 250 
yards in front of the line of departure to obeerve tanks and in­
fantry enroute to their objectives. 

At 10:35 A,U. , the hour scheduled for the 

attack, tanka were heard approaching, and rifles and ""chine guns 
openo~. tiro, Two mnutes later tho first tanl'.a appeared through 
tl'le fog oppoeite tho spectators . These were olemnts of the first 
echelon, whose miesion was to attack hostUe antitank weapons and 
artillery, All. tanks observed in this echelon 1fero ~Ill and II-IV 
t.ypes, medium tanka of 17 and 22 tone whoao principal weapons were 
J7-au>, rux\ 75-mm. guns, respectively . They \lero moving directly 
ahead -- not zig-zagging -- touards thoir objectives at a speed 
eatir.lB.tod at 10 to 12 niles por hour . Apperently no attempt was 
mndo to maintain a formation, for interval• bot~een tanks vsriod 
betfiOOn 20 and 50 yerds . All tanlt doors were olosod . 

Several tanka in thie echelon were firing 
their principal ueapons r.bUe mc·ling, although Oermnn tank officers 
&JIOng tha spectators said this liM contrary to gunoery instructions. 
They stated tbt.t tanks armed with the J7-a:o. and the 75...-, gun 
111114t halt 110mentarl.ly in order to fire those weapons accurately and 
to obtain ce.xii:IUll results frog the lillital. supply of a=unition 

carried in tanka. 
Ila>ediately behind the rear-most tanks in 

the tirot echelon there were deployed foot troops 110vins at double 
time , ApparenUy none of those troops stopped at any tice to fire 
or to take cover. They soemel. to bo intent on keeping as cloee all 

posaiblo to the tanks . 
Tho first ttavo of tho socond echelon caught 

up with and began to pass through, the loading foot clements at a 
point opposite the spectators . The second wave of this tank eohelon 
followed il:lmediatoly in r ear . This apparent merging of the t1fo 
waves 1ll8:1 have been due to limited vieibility oaused. by the heavy fog, 
The third we.ve of the second tank ocholon 110ved at a slower speed 
than tho other waves . It waa interm.ingled with what appeared to 

CO!!llDF.!!TW. 
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be a support echolon of foot troops , 'l'hva , onJ,y the firot tank 
echelon IIU entirely ahead of tho foot troope am able to fire with­
out endangering friendly ground personnel , l!owover, tho leading 
foot elements were only 200 yarda fro111 their line or departure at 
this tiM, and they still bad approximo.tely 500 yards to go before 
arriving on tbe forward pert of the hoat':le position, 

After foot troops and tanko hod passed the 
observation point, the demonstration halted temporarily nhile the 
epeotatora wore 1110ved to another vantogo point 1n the forward part 
of the ono!IIY 1S position, Here the first tank echolon vas again 
watched as it moved directly to its asaUIIIOd targets, artillery am 
antitenl< guns farther to the rear, No tanks in this echelon stopped 
to attack hostile •chine gun positions, which were represented by 
troops , wearing red cloth bancls around their belloeta and firing 
ll&ht 1111ch1ne guns in shallow et~placeMnta. 

In the second echelon, however, the leading 
tanka aoarcllod out these positions and a'..r.lllAtec: an attack on thea. 
The tonka 1:10ving directly tonard the poaitiona firod their cacbine 
guns in short bursts and halwc! fre<lUOntly for a foW ee"onds to 
fire thoir J?-<lllll, or 75-mm. guns, lihUe the tanks in the first 
""ve wero attocking their tarseta, thoee in tho second wave remained , 
some distance in rear, generallY in partial ~.etilede, The latter 
11oro apparontly t~ntcbin(l for hostile nntitanlt g\U\S and tor new 
enOIIIY machine-gun positions. Halts for obsorvation or for fire were 
only momontsry - never oore than ten socon<'s in duration, and 

seldom moro than five seconds , 

The tanka in the third wave we1"8 inter­
"in&lod with the infantry and, when ~beorved, vera moving at the 
infantry rate or advnnco. An il><!ividuol in o::>o or the leading 
infantry elements carried a r«! and wbi te dis~ au ker. It is prol>­
able that before the attack baSaD the tank oocpany com::oander gave 
this ,.,..ker to the infantry cC)I:lt1IUI(ler with wbca be r.as to operate 
so u to assist ten!< cOI"""nders in locatin& the infantry co,.,.mer, 

it desired, during the attock . 

The infantry-tank wave continued to move 
slowly ton1ard into the hostile position, About one ..tn.:t.e attar 
it had passed the spectators, antitank guns toned b'J their halt­
track prima movers came into vi8'11 and went into appropriate positions, 
Approximately two ..tnut es behind tho antitanl< g\ln& cue the e"Pty 
porsonnol carriers . These aro aroored half-track ~ehiclee designed 
to transport rifle units ol: the infantry brigade wdon they are not 

aotuelly engaged in co:>bet . 
The end of the attack demonstrati on .. aa in-
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dicat<ld br a sigz>al rocket at 11:10 A, ll, 1Doodiat<111 after tru. 
arrival of the peraonMl carriers , It ie of interest to te that 
the fog lifted jus~ at this timo , no 

(b) Comment on Execution of the Attack 

Organization, No 1nforl!8t1on concerning the 
organizntion of the armored division was given during the demon­
stration, and answers to ct\teations on tho oubjeot were indefinite 
and. somotimos contradictory, Several tank officers oteted that 
companies equipped with II-III and. !.I-IV ta.nks wore organized into 
threo pJ.o.toona of' five tanka oach and that oxper1monts were still 
beinJl conducted with various types of tank organizations , Obser­
vations and conversations at the demonstration lead to the belief 
that tho eehool reg1mont is com:;x>sed of a regimental headquarters, 
a aintenance co!Op8llY 

1 
and wo tank battalions , each compose<l of' 

a battalion headquarters, trains tor aupp1J, and tbrae tank 

companies . 
No armored car, motorcycle 1 artillery 1 or engineer 

unito pnrticipated in the deconstraticn. Tho &JOOunt and type of 
instruction given in theoe organic ele188Dt& of the armored divisi on 

nero not indicated. 

~!.age, It is believed that n tank company 
ie usually allotted a fr ontage of about 500 meters and a tank 
batt.alion a frontage of about one k1lo188tor. 

Assembly Point . During the C:emonstration, there 
wae no indication a.s to the action or disposition of tank units 
after completion of the attaclr, In response to a question on this 
subject one of the instructors ste.tod that tank units would asse,.... 
ble in ~revious11 de•ig~:ated ..rea• lihore they would not interfere 
w1 th the action of' toot troops but whore they would be available. 
t or fUrther action if needed, · 

d , Eauipment and 1/.sterlel • 

(1) Unifo~ 

It was noted that tho tank unit officers in the 

group wort! the regulation long grey officer' o overcoat and an over­
seas cap with the German ten.'< unit uniform. No helmets of any type 
were observed on tank unit personnel. Tbo infantry officers wore 
German steel helmets, overcoats, grey uniforms, and. boots, Apparentl1 
there i e no special overcoat for tank unit personnel. 

• The obeervers were allowed tc aee all the peraonnal carriere, but 
tho:r ooul4 inspect on11 one apeeillen or each other type or vehicle • 

CO!!FJI!!lNTIAL 
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(2) Personnel Carriere 

The school carrier haa a vory thin metel 'body-
2, 5 mm,-but the body of the co111blt typo ia said to be proof againat 
shell frepents e.nd small arms fire , 

One machine gun oan be mounted on ench end of the 
body for e.ntin1roraft purposes . There are rocesses under the long­
itudin:ll soata on each of the two aides of tho 'body ror 22 emmuni­

tion boxoa , 

The noroal personnel c~peoi ty ia 12 mon, fi vo on 
each ai<\e or the carrier bc<ly and the driver and assistant driver 
on the driver's seat . On the mrch, the group leader usually stands 
behind the e.tiver to observe . The rest of the poraonnei are pro-

tected \!han seated, 

(3) 47-on. #.ntitank Gun on Self-Propelled !.:ount 

Only two 47-em. antitank suns en self-propelled 
1110unta ll$re aoen at the school, and only one wae inSpected. They 
are prolJo.bly not standard equir-nt , A me.nu!r.oturer's disc, attach­
ed to the gun inspected, indicated that it wes made lrJ the SJ<oc!s 
Compo.ny. Apparently it was a Skoda weapon mounted on a Germen 1.1-1 
light tank cbe.saio . The folloWing ohore.oteristics were es~imated : 

Totel 'll'eight: 
Length: 
llidth: 
Height or bc<ly: 
Height to top or shield: 
Crew: 
l!ain anoor: 
A..-caoent: 
Acmmition: 
Trench crossing: 
Vertical obstacle: 
Vision: 

Treck: 

Rematl<s: 

5 tons. 
15 foot. 
6 root, 
4 feet. 
8 feet. 
J ...,n. 
J/8 inch, w~lded. 
47--· gun. 
100 round:J , 
5 feet, 
10 inches, 
Eye slits; telescopic 

eights oil the 47-em. gun. 
Siloiler to that of the Ger­

me.n M-1 light tank. 
n •• gun and crew protective 

shisld is "elded to the 
top of the bull. The 
gun traverse is lied. ted 
to that provided by its 
mount . '!'his is estimeted 
to be a totel of 30 de-
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greea. Soareb is estiated 
to be +)() degrees &lld -20 
dogreca trom horizontal. 
The v~hicle ia equipped with 
a radio. 

(4) M- II. II-III. and, M-lV Tp.pl<e 

The charactel'iatioa or these tanka have been 
given in TEI!TATIVE LESSONS BULLETIN No . 2)1 and the following in­
formation is aupple~ent&r7. 

The observers did not sea an II-I light tank at 
the school. It was stated that this typo wee considered obsolete 
aa a co rabat tank . 

In a de..,tration, tho l~lli tenk turret waa 
op.eratad mm!811Y by a wbael. It tunctioned quite rapidly and 
apparently with ease. In order to operata the turret on tbe II-IV 
tank, tbe driver started an amc!llary gasolins eng:lne which, it ia 
believod, fUrnished p<mer !or an electric turret 100tor. This 
turret also turned quite rapidly and aeeiDOd to be well balanced. 

Both the It-III end 1.1-IV tanks were equipped with 
interphone systeiOS. The tanl< cotuMndors wore throat ~crophonea 
and gavo instructions to .:rivers in a ccnvorMtional tone of voice. 

aa follows: 

The crews of the Lt-III and I~IV tanks are placed 

Driver: lett trent. 
Radio operator: ri$ht trent. 
CbiBf gunner: left aide, rear of driver. 
lle.chine gunner and aaaiata::t to chief gunner: 

right aic!e, Nl&r or rad.io operator . 
Tank co.,.,.,.ndor: turret, roar center. 

No vision device was observed on any tank. It 
was stated that tho best vision was obtained through a1J:>ing devices 

of the weapons. 
Officers on duty at the school stated that ae a 

result of battlefield experience they considered tho li-IV their 
beat combat tank. They added that Germo.ny bed built heavier tanka, 
but that these could not match tho 1!-IV in perforl!lllllce. 

The weights given for the II-IV varied from Ul 
to 22 tons. It 1a believed that the higher figure applies when tha 
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t&nl< io ~ loacied with crow, alii:IW>it1on aDd combat equl t 
Sollie tanka of this type eerr1ed two oootio:., ot track eachp'::tion 
six to eight teet long. One section uu e&.'l'ied on ~P of tho 
hull just in f r ont Of the t\llTet and the Other •uat in D ·~ turret . ' rear O• w•O 

e . Class Rooms 

In the first or t<!o class roome visited by the ol>­
oervers , the instructor was conciucting a map exero1oo in which he 
was questioning individual students ao to selaotion of a •position 
of roadJ,ness"-<U~ intermediate and an aoseult position co,.binet­
for a tank bo.tta.Uon, ~non IIM\'rerins questions, students stooo at 
attention and gave their cnswers and explanations in a loud voice . 
During the visit , the eo,..,..nd•nt ot the school interrupted by call­
ing upon one student to co:oa to the instructor's platforg aDd 
announce his dail.y schedule or work. 

In the second class, which vas studying aillta.ry law, 
the colllll>tlndant again interrupted, this tiDe by calling upon a 
studen~ to relate his prior oilltarr trdning. '!bus the Germn 
officer aspirant is t r ained to be constantlY on the alert and to 
be ablo to express his thoughts logicallY ant. distinctly before a 
group of subord.inates , eqtoalo or supor1oro . Tho students were 
all wi thin a narr~t age group, estla~ted ot from 22 to 24 years . 

On the walls ot the class l'OOt18 there wer e aiming 
cherts showing the f ront and e1do e11houuttes of various types of 
tanka foreign to Germany, A white disc on the black background or 
the silhouette indicated the recommended point of aic for weapons 
firing at theao tanl'.s. There were aloe traced aketehea, supple­
mented by print«. remarks, to ill1!4trote st=plo tonk operations 
aaainst so ... of the ?robable types or reeiotanee to be encountered 

in a tallk attecl: . 

2. A1!L1Y IIQTORJZA,TIO!I SCHOOL 

a . Mission 

The officer in charge atsted the oias1on of the Arl1l:1 

Llotorization School in approxia>atelY theeo words: 

"The purpose of the schOol io to give technical and 
practical instruction in tho oporation and ~intcnance of 
motor vehieles used in tho German Arrtt1· In wor time all types 
of civilian vehicl es are teken ovor by the government i~ 
mill tory uae. Therefore ' our Artlf/ aoeohanios and ope~ g f 
personnel must be acquainted 11ith practicallY every o 

OONFII!EI!TIAL 
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motor vehicle used in ~ to<la Th1 
to the leaders in l:lOtorized aJ>d ~red ~~!~e~:s~~ 

"The school also aesista in development and testing 
of military motor vehiclea nnd their accessories . 

"About 500 supply and tool-roam NCO 's are trained 
in the school each year. t:embers of this group receive a 
throo-month col!rse. There is a tllCHIIOnth ,.intonance course 
which can be taken by 50 to 60 studentB at a tim3 . In­
struction in this courss runs continuously throughout the 
year . The instructors 111ld peraonnel nho conduct schools for 
mountain l:lOtor transportation are aloe trained here. • 

b. E-quipcent an(_ tlator1el 

•In general, • continued the officer, •we have four 
t~a or clssses of cotor cargo vehiclt$-the l~ton, 4-ton, 
4i-ton, aJ>d 6}-ton. You see in the line in front of you all 
type a of motor vehicles U3ed in the Am;•. School 1notruotion 
covers usa and o:.e.intonance of all of them. • 

The vehicles wore line~ up neatly on tho clean cecent • 
sl\rfnce betueen ~1o sheds. The doors to all sheds in the Llotor-
ization sc:tool area nere closet\. 

The folloning vehicles wore includOC: in the line, in 

this o~er: 

( l) Three solo motorcycles . 

(2) Tbrse motorc-Jcles !lith ai<'.ecars. One of these 
110torcycles was operated to show that it could aove in revers~ 

apoed . 
{3) One cross-country car equipped with four...,hsel 

drive and fo~heel steering facilities . 

(4) Tno erose-country peasenger oars, one tor use 

in tcming antitark guns. 
(5) One croas...eountry car equipped with an experimental 

taillight for night convoy Criving. Tho device consists of a sQBll 
metal box approximately 8 !"eet x 4 feet x 3 foot. It has a shield 
which is hinged longitudtnall.y to the center of the box. If turned 
down thie shield uncovers the upper half of the box, which has 
four' windOils . These uindo"s constituta the night convoy lights. 
It the ab.ield ia turnecl. up, it uncovers the l0'11er half of the boX 
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and covers the upper halt. '!be lower bo.lt at tho box ue ttro 
windows which are uaed tor normal ni,ght drh'ing. 
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This particulnr device ia conatruotod io that 
the tour lights appenr to be one light at distances over 100 yard 
They appenr to be two lights at distances between 40 and 100 ~· 
At diatnncea leas than 40 yards, all tour lights can be aeon. • 
The device operates en the same principle as the light developed by 
:lDetructors at the Infantry School, Fort Dennin(J, Georgie., and 
deaori~ in the Infantry Journal or l'ey..June, 1940. 

(6) Two 2-ton c&riO trucks, one vitb 2 .... beel aive 
and ono vith 4·41heel drive. ecnatruction ot the trucks is such 
that they can be changed troD 2-41heel to ~heel drive in two hours' 
tillle. 

( 7) Tiro cariQ trucks wi tb dx uheela and 6-cbeel 
drive . 

(8) One 2-ton cargo truck equipped uith coal burning 
gaa ganerator. This trucl< ie provi(ed with an an=1llary gasoline 
tank tor emergency uae and Cor rapid etartiJII!. '!be instructor 
atatod that it coat 4 pfennige per kilometer to operate thie type 
or truck uith gas generator tuel, and 9 pfennige a l<ilometer to 
opercte it with gpsolins . 

( 9) Four te.I>.l<s flithout t\'l"reta or weapons 1 one ot 
each typet !,_I, !l-II, r -III, and !,_IV. Tb.eee vehicles are uaed 
ror instruction or tank drivers. 

(10) One truck, 4~ton. The rront end ia mod1!i~ to 
provide tor a an<llf scraper, vhioh ie attached . 

(ll) One ubulAnee with a~ed engille . 

(12) One •volkswagen• 1 a popular 4-po.asenger auto­
aobilo mod1!'1ed tor llilitery uae. Tb.ie vahicle baa a 28 bone 
power 

1 
a~le<l, borizont.ellJ' opposed, ~v-<>71inder engine locetod 

in the rear at the bod;y, It ie a tron~heel driva. The instructor 
claimed that ita mex!mnm speed 11&11 60 llilea per hour and that it 
uaed only 6t li tars ot gasoline per lDO k1lo1111tera 1 or 2, 3 gallona 
per 100 .Uea, 1 f'uel tank, eatillletod to hold ten galloPa, is 
located unc!er the llood in trent of tho Griver. Clearance above 
grow>d ia approx!JD& tely 14 inohea. The drive ollatt from the tmne­
miaoion to the engine ia in a tunnel r&iaed about tour inches 
aboft the noor. AD extra tire ia carried in trent on top ot tba 
hood, The fthicle baa excellent oroea-eountry ability abel appeu-e 
to be niC&'Id aDd •turdT· 
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The observers were t&..'<on on an extended cross­
country ri<le in half-trac!' p:·ilte 100vere, whose ability closely 
appro3ched that of the f'ull-track type . ~'bey appearo<l to be rogged 
and capable of e:.:ten<1od field oervice t~ithout excessive wear end 
tear , Gormn o1'11cors ubo hat' uoec! thetl in France and Polan<! ""­
pros sod satisfaction at their perror~nco . 

) , CONOLUSIONS OF OBS!'J\VERS 

a . Tanlts and other ~:~otor vehicles in tho O..r= Arnry 
11re ston<:ing the strain incident to extonoi vo 1'1eld service. They 
are bein8 maintained in first class condition by r1g1~. and thorough 
o.pplic:&.tion of up-to-<k.to, intelligent aintenance ..,thoo.. . 

b . The Gercan An>ored Troop School, with its various 
sections, is constantly carrying out experil:lents to develop end 
teat now materiel ane metr.oc:'.a o.r e1:1ploying it to ir.prove standards, 
alroad;r high, in 1:10torized ant areored units. 

o . Altho\•gh cetalle or orgoniution fJJIV! vary in Gett.>an 
aril\ored units, instr-..tetion i."lp&l .. ·O<' at t..'1o ochool sorvos to obtoin 
\\l'liformit;r in training an-i mo.intcn:>.nco ootl:..;a within these unite. 

d . Tho p\u•pose ol Ctn"Tent courcao of instruction at the 
ochool i s to provi<:'o q\\A).ifioC: peroonnol 1or existing vacancies in 
armored an(. motorized wli ts ro.thor than to p;·ovic'e p<>rsonnel for 

nc"J.y cre11ted units . 

e . The goel of instruction 11t the school is to cake each 
ariOOred unit .. s::>eoth "orking orcndzation rcther than e collection 
of individual experts, To a::eompli.oh theoo >·esulte, thrC>e ideas 
are constantly drillOC: into the llincla of tho etU<!ents: cooperation, 

eapUcity, and fle:dbll1ty. 

-16-

Regraded Uclassified



CONFIDENTIAL 

... a'-"' .... see 

IJJJI :A It ..... '9rt p 

•: 2• a. 1M. 

'"'"• nw u.•, ., •• "• u.. 
l. ........ "-fll•u A I ........... 

T 
0 &llt•lutul MJ'mu, • ... ,.. • A • .._ ••• ,.. 

._ ...... u~--. ._, •··-~· ca• 
, .................. ,, ... ., ................. ..... 
w,. .......... " ... &a.......... .. St wltll • .a-

..... ¢1 .. 114&,UW\W $ .......... ,..... ..... -
~ 

- "-'• lll&lta- dfJflllllt'• ...._. n.a.• pq a ,. 

~ .... ._-.as 0 uW•wP, hda, "'lf•wP 11c ,, 

ta. ,,. um "' • s..w. •••u _.,, - ... ,., !lla nw 

&a ...au. ....... - ... ··-~ wP _.. ........ 1M 

....... ,_
 .. 0 ...... 119 J 2 •• 

.. ... .... ..a. ............ .-... 111 ~· ~ 

~ ..... "' ... ..... • , 3 .......... - .... wltll 11 

,...,._- ....... -..,. ................. --
v 11 N ..U .-1a ... O• & .. t•, ftlv til wP ....... 

...
. 2 ... .... ......

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

... ,.
 ·-

........... "',.... .............. lfl...,. "''"· ........ 

., .............. ... 
1. ra.,...... t t a a - uw. ,_.,. ..a • ,..._ 

.... 1 ,_ .... , .. _
, .,.,... .

..... _IQW_ 
Ia I • .. u ss 

w ..,. _... «r tiJ ... " ' Jlt=aunea 

CON J'i'IDENTT A L 

315 

Regraded Uclassified



• 

r.nNli'IDENTlAL 

....... a....,._..__, 2 •••• 
1M ... '11 2 -- $ ,. ;as _ 

..•. ,.,., . " I 54--t S' all 7 72 , ........ 

* .._ II a:u lB • ••• , ,,.., _... wt•n h • .._. 

-

..... I J7ll ..... •• _ ... _ ... l'u .. u.u. .... .. 

...... -'futlf&M : 
02 

111 ~ .... - ...... -

----•r '•J II. 

1. •••AMIIM• .. •••s s ..... hell 
_,.. .. ,:,.._-....as ..... ,n '"1111 

, .... _ ... , ........ ~ .. ~-.-- ..... 
'· ... , ................... -.-

..... 9112 ......... - ..... , .......... . 

.. 1 ............... _, $0 ........ .. ..... , ........... _ .............. ~ ..... . 

..._ ........................... --. 1£ ''• 

316 

.. .,.. .... -··-· .... ....,. ., ................... . 
•, n esm 

1Ultli?5' ......... ,. •• , ... 
a ,,., ... 

...... 1 A 
PI ,.,.,. L ..... ., ...,., .... 
._.a..aelll• ................. , 
'!'~ ... 

.. 

OONF'IDENTIAL 

Regraded Uclassified



A.DJJUS:> AT IID.TII<G 0!' 

KATIO!ii.L I!iilllSI'RL\L COI{P'Dil'llCE !lOI.RD 

!ml YORK CITY 

THURSOI'.Y E'rQ.iNG, NOV!!1BIR 28, 1?40 

BY 

IWUUNU! s. rJ:CLES 

317 

Z- 439 

: 

Regraded Uclassified



( 

• ' ' 

:u.s 
Z-4S9 

In appearing betoro the Uational Induatrlal Conterenee lloerd, u Is 

appropriate that I abould appraise tbe national oeocomtc outlook as r see It 

ot this ttme. Aa Cbalrmnn of the Board or Go•ernora or tbe hderal Reserve 

b)'Stem, I Olll pr11>1nr1ly .concerned "1th ~nk!ng and monetory p.·obleJU o.nd with 

fiscal policies oa they arrect monetary conditione. · I cun apeak only tor my­

self , and not tor my associates on the Board or In the RoserYo System, or tor 

tbe Govormeont . lleey or tho leeues which I suet touch on In order to present 

a rounded picture or preeant and potential probloco oe I see t b<a are by their 

ceturo bigllly coutro•aralal. I 'fish to lndleato -.:, own"""" e8 tranltly a~ 

?O••Ible ror whAt thoy .._v be worth a8 8 part or tho tull consideration aB4 

dlscuaelon that o.ra required by tho gr6YitY or tbc t lmoe end tho Uoportance or 

tbe problome before us. 

Underlying my npproaeh to all of thoso problem• 13 my belief that 

dcmccruoy and tho aystnm ot rroo entorprlso con tunctl on to provide reasonably 

full and auatLincd tJr.~ploym~ot ror all of our evollnblo 11811 power, in pooc~ os 

r.oll as In Y11r t!JDCa. Tho g:rcat bulk or thot ""'ploymoot Ia e.nd 11uat bo pr;>­

vidcd. by prl.nte ent orpr1so. Public policy, th~rozora, should te dlroctod to 

ercntln& GD oconoa1c clilouto tbo..t "Ill gi n tbo grN~toet possible eneouregeooent 

•o priYnto lnltlutl•o and priYCto ent orprlso tbot I a connletant with orderly 

end continuous nfttioaol p~oas. 

The experience ot the padt decade boo aorYod to eon!lra ay con•letlon 

that ha•in& ginn thla encoureg..,0nt to printe actldty , Go•ol'llllent obould u­

sure .. ployseut on useful public works , nn o hcBI8 thnt Ia noncompetltiYa with 

prl•ate lnduat ry, tor tbooe able and willing workers wham pr1vete industry Ia 

unable to •ploy. J'u r rca being w11steful, tbot u the oucnco or eonsorYatlon 
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(or ~~ ••tn• ad<IIJ16 to the store or national weal~h, In provldlna roads , schools, 

!;O!pltollzt~t ion, public hcualna, and other bettemon\0, tb4t prlvote ent er-

prise does uot and ClltlllOt be expected to provide . We fll>ln all those thtno~s ln­

f toed of 1rrcponbly los ing tb& product of labor by kooplne I t Idle. Such 11 

policy I• economloully sound, and when supplenontcd by un udcqunto social 

s<curlty proer~ or ponuJons, public honlth and rollot ror tho un~ployoblcs. 

CCIIoJ>"DSOtCS fOr tbu lOSS Of bU)'IJ16 power When tho expenditures o! prlvute 

tntcrprloo docllou. Tbi& 1A tur.> bcncflte prl'flltO bualnees and restor<• 

aot101~cl lncocau c.nd netic.ru:.l rcvt;4~uo•. 

!/hUe tund~~&ental principles or Goverw:lcnt policy do not chsr.ge. 

poll;!es mu3t vary 63 economic conditione change . Pol1C1 tba~ t& appropr1at~ 

~orlod or deflation and under-~ployment Ia oot appropr iate ror o tlllo or 

OllplOYJ>IODt and the lutlntionory possib1llt1 o~ t hat then .. rloe . .At a time 

•hrn octivlty l8 r aplo..ly expundlng, end wo oro approaching conditione or 

recsonably full employment, the tlscal arid monotary polielos oppropr leto to 

the dopresalon period need to bo altered t o fit tho cbung~d conditions . 

t. cond! tlon or r<>pldly oxpcmd.ing OIIJ)loywont ond pro<lucUon bbt DOW 

boguo to develop, pri.arlly oa the result or our yast dctcnao orrort nn4 Brit!eh 

,urehusoa r.nd th~lr .c18Ulot1Yc orreets, both dir ectly ood Indirectly, on tho 

eLtl re ~~on~. 1 wiah now to discuss •hct aeoa to ao ~ bo tbe acjor tactora, 

In tho light or prosont conditions, t hnt ohould be tukon Into account os they 

a!tuet tho bonlclns ond monotnry t l nld. tho budget c.nd toX&ttoo . 

Vln nro ognln boulng mucb ebout tho dwgora or illflotlon. It IS 

Vltolly 12portont to taco the intl otton !oouo aq1~ro1Y , but It Ia o le~ taportent 
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aot <O beCOOIO cere 1ntlnUon al:mo.lsts. lie have h>d ~oo IIIIlCh loo•e telk cbou~ 

il1flftt10C ror Ctt!VCD yeare • rirS' 01' sll, WI SIWH. d11t!ngu1ab bo \."Oer. c ~r\cc 

tnf1ut ton due t o non· ·monetary ee.uses and one rosultln~ rrom tt.onot'lry eeucoF . 

! have: JIW\olr~l t!meo in ti1o pl'ist defined th,, lott.c~ 88 tt eond1 "'lon ca·i~1ng \lhon 

t i'IG rn• .. JnD of pt.ymt~nt in th-., hunds oi" those who wUl s1J<.nil it. i Jh·r·.:rscE ;n.~ro 

rtpl~ ly t~mn t.hc produetion r>f gocds . This mo3nl! t.luu. t"tt~ oconcmy h'..\S r ... eehod 

'"c lil'llt ot itt c1:>1llty to produce , thnt h ~o or~ , fill\ cnployr:on~ of its ~~~~n 

;cwt•r .snd pr>t'\uct.t~lo rae111t1<.8, but tt.at., n~;.'f071.bt.loar, tbv c:;ort;.UOn oi" r.ot:~y 

~·:ttnuus. uncon~roll~ ~~a une~oe~~ . ~ p~lco 1ntlo~1 1n, a~e tl ~n-aonct~r/ 

ei.U~"J, cria•!O nbon prtCu.:ttvr. in p:.rttcular floldo l u 1· ~t·-ruptcd o~ eurt:lilcd , 

\:hcthor t\'Oil bot tlenecks . chor t - t1Ghted wago and prtoG ~~"Jl\.c:teo.., r.iOUO.i)OllSl..ic 

pr?.cttcf!S ty cap1t.nl or labo:r , o r :-eleted. OtiUO.,a , wb(m ~1.~· .. e ls !J:"tS...ltne con­

ru.r.or domtu~d for thCi fiOOdt. prcd.ucod ln thu~e f'i tld.e or.!\~ i.on thCt"tJ 1~ notther ts 

.Jbo:·tt:r.ae o1' ruc111t1oo that exis t or can bo aonc..tf'Uctod or l\ ahort"'.S" of' l"'otln 

pc-:1ur . Tllo cur a ror 8\lCh e eondi t !.on is not l t.oDD , but mor ·! pt•oductior. . It 

ean~ot be r=o~1od by r..onotary c eens , except u t. t. l.\1 ' 'OBt. ot re&t.r! ct!n(; tho 

":: t _ ro ec\tnOQY • 

The 1~eto d£nger ~d t~~t t~o ~~ard cp!rul ~; prteu~ ir pr.r tleulLr 

:t6Ctor~ or tho oconcay r.ill tl:..-or th~st ncctnr!) out nt tK l ... :.co with t~o r P:.t r,.,t 

tt'l ecc noc.y, to tho d·Jt ril! ... nt ~rpuc::ic..lly or ~cri:W.t-.:rc. u·,.r:.:-~t.~:U.cd l:!~r :tnd 

both tho low 1nrca~ ar.d fi xod tncomc groupe: . !,hJCe our r.--:...'r:r obJt·ctlYC at ol l 

r l~r s , oH('l o:.ponic.~.ly when we :t.rlllot af ford to looo t \Tilu i n 'bull<l1ng our dcfonsttt , 

tJ full pr oduc t.iOD end ompl u)'"l!IO:.•l':t, i t 13 t.St:IOn1.1Ul ih thi t,:cr.(J':"t!.l \':bl1"0l'e tbnt 

bu.;in-.oa c..nd. l c.bor 0 7 otd st ri:t~.:; ~!r.d loekoutn thnt lntorruvt t.ho fl">·· o r pro­

~u~tl~c . rnd likuwleo cY~1d pr~c£ nn~ w~c p?llclco thnt induce fc~rd-buyloe 
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••d Inventory bulsea due to tears or higher prices . 

lt would be beat tor 8.11 concorned 1t tllroush oell'·dlacipline caplto.l 

ooJ lobOr provontod these abuses trom doveloplll{!, but If thoy rau to do eo , 

,.egulatlon by Oovernmont will be necessary, Throngh lncren•od errtclcncy ~nd 

operating J'or lonner hours, capital and labor can incrooao produotlon . To "void 

bo'Ucnecka duo to skilled labor shortcgoa In cortnin t1ollio, it r.lll be 

0
e;cs$Cry not only to utilize exioting skills na tully as possible b; r.ork!og 

lons<r boura, but oleo to Increase as rapidly eo poaolblo vocotlo~ol and 

tp;;rentlceehip training. In theso treys l>Ot~onoeka end um'<>rrunted price risco 

cen be oYoldcd . Otbarwioo, govern=ents h~Yo no cbotco, :a ~o h~vc seen in othor 

eo•.mtrtcs, oxcopt to intcrvonc directly by enrorctns priorit.los , by y.r•h®.t!.ug 

{ !trlku& ond lockout& ond by fixing prlc~s as "oll oo wo;;cs end hours . 

Thoeo e r e vito.l conslderntions at this time when production must not 

•eroly be SIIDtnlned , but must be greatly expanded to provl~c dof ense r equire· 

:te::ts and ct the UNII& time to.l<:e care of normal o1 vSl1an needs . 1 do not \h1n.Y. 

It posslblo to over-~phnsi~ the evils In the kind or Inflation orlginntlr~ 

lr. 'fhr.t e:.scntlolly oro monopoltctte pructicea either tr; capitol or lc.bor. The 

re~-ul t 13 not onl,y greatly to tncr<;C;se the co:t ot dotonso ca -:ell a.s the s:encrol 

cost or living, but tho need to r edr ess the unbnlnnccd conditions thLt Inevi tably 

follo'T cnllo for lncronscd subsidy payl04!1tS to a~;rlculture end 1ncrccscd pny­

'-Cnts In ponolono e nd rcliof for the aged nnd tho uncmploycbloo I n ordor t o try 

to mako up ror their d1a i n1Sbad buying power. Llko·ds~ . It loads t o dc.nando on 

the p!U't or nll who Clro eaploycd for 1ncrocsod 1'/D(lUB ond at>ll\rlcs to help thea 

~oct the lnorocaed cost o r l iving . Tho result IB tho fnl11111or goncrol uy.vrd 

• 
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splrcl or ell p~icoo which in tho end beneflto nobody, and detects tb& ossontlcl 

ot~Uonol purpooo or cubstnnt1nlly tull ..,ploYJIIent nnd production ror defense tta 

1rell as for ctvll1on needs. 

I W1l ev:ore tbnt some men ln buclnese nnd ill tho r.Jlll:s of lcbor r eol 

t t.ut they should bo nllowod to mcka up non for 10110 or the l otn yocrs . Pest 

lostce c"nnot bo medo up now except ct tho riak or thoeo 1nfl•t1oncry oon­

S~4ucnccs . tho pr1~o ~d prot1~ 1ncrcnso9 noeoaaery to nnto up ror such pc8t 

lo!-£\.8 II'OUld b:)YO to coa:. out or tb~;. ocon~ gcmo~~ly, rot t.bo Cxponsc ot c.l~ 

other gJ"O\lpl. 

This probl"" -- >·h.~t WJ be c~lled the bcttlenock p:-oblea -- requires 

that no': M rc than eYer before wo ke•-p a d1ecria1nat1n.g eye oo pr1co moveaonts. 

( •::Y.::::::•:r::.b:;i::::u:::::i::l :::::·::r:::i::::: .pr:::::•r:::::::·.:::::::::• 

tend to couso price advances. This is pnrt1cu1ar!y truo or r. poriod dominated 

by dofonao oxpondituroo. Tho dctcnso prQer411 Ia concontrotod upon apocializod 

SeCtors Of tho hot\V)' goodS industrieS . f.vory offort J:IIJi t bO atdG tO 1nC~OQ80 

•apply in those 11r u11a . To tho extent thct supply ~tiN>Ot bo lncroosod with 

sufficient repldity to keop poce ojtb both Cov~rnaont end elvtllr.n r oquirc.cnto, 

pr1orttloa and rctloninS may bc. noecssory oa c chock upoa unduo prtco cdv~cca. 

There would bo no ocooomic juetioo in por.lttlns tho noccssitle& or a 

grcnt ~tlon~l cmorg<~cy to yiold axceasivo r oturoo to producors in apcelt.llzod 

orooo ct tho oxpenno or tho r oot of the community. Prl~ry r esponsibility tor 

P"cvuntlng tho bronkclowoe, the prlco dUto,•tlono and conoo~u<'llCOS to tho cntlro 

•conOJIV thot would roauit trooo tho cttompt· to tcko cdvQnta&u ot tl:.c emergency 
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:e~ • ts 11pon b'.lJineau e nd l :.bor leode.rshtp. \:o no~ o.bovo c.U tn this erueinl 

p<~\Q• ropldly expund!ng production in the \ndu•trleo ,.l:o ro prevcntnble bottle-

1., ··~<= t.t•e mo..:t. likely to develop. Tho time may COifiO "hetn 'f.: cbrJ.ll hove to cut' .. 

r•.D p':'tvr.t. o purchu.;~s of outcmobiles nnd prtvf\to G.nd public eonot.rt,~Ctlon tn 

od r to lliVfJ tiro d.uf.:nso Pl'Ogl'<'lll the right or ltUy In tho ~""''Y lndust=ics . 

_.u. P"lorltloo uno rot1on1m; should not bo ~ppltod until <VO hove r.xb<.ust ed 

.v '!"}' t tt'()rt to t..nlurgc productivo eope.city in tbo bo1 t.lcncck :.r c:..s . 

323 

Y.'o muut. olao koop r:: vi,gllnnt Ol'O on upoculatlvo t'oruc..!"d - buying "Uld cx­

c,3shc tnv:,ntory occu:rul:.t lons. t·c should bo t..lc.r1. to tht: potslbiltty thct. the 

Jr.r£;c couh end crcdi t resource& av-....il.e.ble might bo turnc.>d into &p·.;culetl vc 

c:t.t.antls unclcr \he t~t"orc.blu cxpcc:t!.tions wht ob 'l prolongr .. d dot"cn:>.c proer~ 

cr,~:Jt•·s . ~\'9 \'fOuld bo better protoctod o.s;ai rjot aueb t:poc:ulc t.t.ve lntlntionory 

If tho volumv or idle fUnds alro~dy ~xl ettng woro curbod r.nd r.r c-

'i" ~'!itOd from lncrontinB still more and 11' our b11nk CJ'("tli t ~ trueturc ''tern :lg_P.in 

~rough\ ·:1 thin runge of control. 

\~ur t I hr.vo buen rlisou&siDG ~r~ lnflotlonnry con~Hlono du• LO buttlo­

~~ck= ~ud othor noo-monot~ ry c=uscs . Loo<lng ~oyonJ thcco lL~cdl ot o probl~~. 

·"" ~.:.ouJ.f'! bf" p'C'opro.r cd to protect tJ:o ... :onOir"l)' nl.JO l!(l .. tnct. tbo evils of gencrcl 

1:fl·.tJo::. due •,o n accl ond x:aonct&.ry fLetora • 

• tu tho result of gold 1r.pO~ts, silv~r purchG•as, ~nd pur~hose3 by 

l>..nk.; nr Unl tod .>tntou Covorll!llant OGCU!'i tioc th< .-ol\1:10 or ber"~ dopO•its ~.ns ln­

Crt.sod to tho hlghout lcvolo In tho hluto"y or tho country . Domr.nd depOSitS 

Md curronoy 00,. amount to $41.5 bUllt•na , or obout f14 . 5 bl.lllon<> nbovo tho 

P-•k or tho boom period of the Twentlc:J . At tM • UJ!Io tim~ . Gol d Wld silver 
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purchO&es hcve rol aed the vol \Do or excess reeervee t,o $? billlonu, r·hicb is 0 

,tollY unpr eccdontod volume , capable ot auppartlng c. bunk credit expo.nslon ot 

fully ttiO bllllona In udditlon to t he present totul or deposito . 

hO long ua these f unds ho.ve been rolot1voly dorr.~ant, thoy hove not 

presented a uorious problem oxcopt ~s thoy hnvo tondod to dopr~ss tho 1ntRrost 

r~:e 3tructuro to oxcoealvely lo" levol a. To uVQid thAt oxtromo - - to keep the 

tonk credit plcturo wi thin the realm or control that to tho o~ccl&l r cspons1-

~lllt7 or centr~l bLnklng outbor 1t1es -- I edvocuted, In cooncctlon ~lth the 

bl:l:tkin.g Act or 19~5 , tt!.t Congrcas give tho Re&WM'O .... ystc:a cdeq,Ut.t e pO\:crs to 

cb~orb t~~ oxc~ce , QDrl I subsoquently urged t he t conaidorotion be siven to the 

mlin c~usLO or thi~ condi tion, thr.t is , to eilTer purc~~ oo• nnd to the ccuses 

( 'r tho Inflow or gold f:-om ubrond which ore nlr.oot ont\r" ly r o•ponslbl c for tho 

prl18·1nt c.nd continuing p.ro\'i'th of c~xccss ro!:or·foa . '!'ho nuthorit.Y grnnt.cd by 

CD!l£t f•cs hos 'boon unti r'Jly inoaequ~tc t o cope '"ith t!w \l.nprccodcutod gror1th of 

exc:os3 rcaorvoo . F'or t h!at ronson , the bo'lrd nr Gl'lvornora DB l ::mg agC' ns 1938 

rocom cndcd In 1 t o nnnuul report th:.t Consr~•• t::.l<o ccgnlzcnou " r and de~ wl tb 

t!:\o n:pldlJ enbrgtna probl ... 

Tho neod tor deal i ng with it beeomea lncreon!ngly t.parctiTc beeouse 

or the rcpld oxpt>Dalon genel:"lt ed lr/ the deronao pro;;raa. It I s ••~entlo.l DOW 

that tho oxce•• rosorvelf bo broUGb~ wltbin o rM&O whoro tho)' con be cdjusted 

to the needs or l cgl t 1Mt e busln<Joo t!L"''\I(l)l tho opon-mrkot r unet Inn or tho Ro­

sorvo Syotorn , ond not bo l e f t 05 c basis for on unoontrollod multlplo credit ox-

pensi on such ua could bo built upon thom. 
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"' the open-~~~~.rtet !'Unction, 1 ,...,. e!Jiply tbe autb?rity much the Re­

••rt• System baa to bW or sell Go•erJllleUt and certain otber aeourltlao tor Ito 

~ occount, those operations being carried out by tho Syetem•o Open ~ket 

Coi'J!I1tteft. Tbo importo.nce ot tbeso oporationa l1ea 1n the tuct that "b61l 

30curit1CJS ore Oousht 1t incroasoa mc:DD.ber banks roeorvoft. Convo1·aoly, when 

securit1ca aro sold rrom tbc opon-mo.rkct account lt absorbs end. thus dccronscs 

tbc roaervos or aombor b&nke . The open-nurll:et 1nst"""ont ta a rloxiblc ono, 

a!t~M:U ng ooly bonks that deeiro to purcblleo or toll accurHioo, lcrge!y in 

ettccts oll !>Iinke 1n cccor4tteo v1tb thoi" cloesl tl cn~ lon . 1 """t to aoy In 

oot uae reeervoo deposited •zltb tt trJ mmber bunko to bW Covorn:aent .socur1t1ed. 

c uch bbnk reoorvoa ure quite llternlly loell:eJ ~' by tbv S";e~em nnd cannot be ueeG 

•• • boets tor ur odit e1pcnsion. The &yotem boa a~ec1flo qutborlty to create the 

t'l:odG used in opon-mru"ket operutions. Thcoo tunds ere in no '""Y dopcndGilt upon or 

relc.te4 ~o eucb roaorvca as =ember bO..Dks c:..rry wl tb tho Reserve Dcnks. 

RCeJ01n1 na control ovor exoess r eaorvca la n noceaa.cry precaution c.ge.inat 

U.e lntlntlonory pooaib111t1oa of ovnr-oXJiftD~loo of boDk cr«Ut bcsod upoo these 

I t !a not n step ~bet would lo ocr wnr ro~triet lQ6ittDote 

bu•ln••• oxponeion, Go•orr.ment ~lor.noing or dovalopo!Klot or tbo d.fo!l.lle progr:no. I t 

Is o 30toguor4 tJ.&O.inet nocee&lll"'/ cxpru~otoo developing Int o ovor-oxp;!nslen - into 

<rontton or tho aoona or poyllont out ot all propor rell•tionall\ p to production. 

Ji(m thlo otop moy boot bo oocompliohod 1• n mnttm· ror Congro~• tn detormioo . 
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lfDltevor, I see no feasible~ to accc:aplieh it except II)' inoreuin£ the re­

•crve r equlremontl of the banks to a point which would roduco the excess re ­

aerv•• to an OJIIOunt that could be absorbed by the sale or GovorrJDont securities 

tro~ tho ~;ystom ' a pol'tfolio, leavin;s only enough socurltles t o tako care or 

syatun expenses . In addition, adequate provioion s hould bo made for absorbing 

ruture sPld or silver ooquiaitione that add to oxceas roa~rves. This paT-er or 

ro13lll: or lor1erl n;s r oserre requiraaonte should be ..ado opplloot.lo to New York, 
I 

:t:.c aoncy co:nt.er, or to all resone: eltioa, or to co\mtry tM:ulka, or to G.Q7 ea.· 

blontlon or tho thr.,. groups. This would proTi de tor tluxibilltr end ..,Ito lt 

possible to odJust r oaorro r oquir•enU 110:-o lD aocorduce dtb neods . 

Furth~reoro, roaorve requireaunta wuat ·b• modo opplic&ble to all bonks 

cr de peal t. tlbOtbor thO/ be me!llbors or tho Fo<lort.l n oouJ:ve Syst CII or not. lt 

Is net oqultoblo to o•k only tho mo.bcr banks or tho Ruaorvo System to subJect 

th\latsolvoa to incrousc1: ;"hen those ifb.o ol oc t to rornn.in outs ide the System, or 

those who nru now maabors o.nd who cboosu to wlthd:rnw. cc:.n oacttpo shc.ring tn 

l<h:\ lo" notioool r uaponaibllity. '!'his sHII!ltion 11 not only inequitcl>lc but 

It r oodor a IIIODOtory control 1coffoct1YC so lon;s too ncy b:IDk t hGt doos not l1kc 

th< rcsorro ro~ulra.onta con rolic•~ ltsclt or tbo r~otric\ion by .ttbdrawing 

tn>a tho ~YOtOII . D<alnd deposita !U'O tho lltljor per~ or our Mtloff supply -- O.d 

eontrol o•or thoir oxp!UI&Ion and contraction ,..us t rcccb nll bonk& th:>t ::ro ln n 

P,Bitlon to croato thea. 

Ae lons ns ~o bnve a vast ovorsupply ot cxouaa rcuervos, thG induce­

•ont o:rleta throu8hout tho bnnlcing syst ... to oxponc\ cn4 to put those r esource• 
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10 oork i n loi\DS end 1nnstaenta. 11hen the econoey is rMch1'118 tbe ataee ot tull 

production and emplo)'lllent tbet 1nducWIIent should be r61110V&d. 

Not only do the exoesa reserves o.ttord on opportunity tor over'-

expanatoa but thoy oleo t end to 4~press tho 1ntereat rate structure to exceQat• ely 

lo~ 1~v~1s. I b4ve cont inuously Gd'Vocated c policr or aonetary oase as tbo 

Ol>proprlut~ cccompcn1mont ot u ported of ~mdcr-0111ployment, but I bnvo no•or 

t••o"cd a rtlr1c1a lly lOll rotos aueh co bn•o boon brought about thMugb an un-

co.ntrol l c.d surplus t)f t:xeoaa rooonca. No ouch OV\.'TCupply or excess rcsorwoa 

1:s necessary tn cc.rey nut c. J)(Jl1cy or monoto.ry .,.neourllg(l!lont t o busine-ss r -s· 

cr, ery . Instuod, oxeuesivol¥ l ow 1ntorcst retoe tond ulttmntvly to induce in-

flc\od pr'ice3 nt Co·.,crDJ"!!.6nts, :auntctp.:ls. ond otbo:- btgb-gr~cio aecurtttoa. Tho 

( cffec\3 nrc r etlcetod in cr6d1t llnus sen~rolly, and. ore t olt 

coopnnics . aavlnga bonks . cdueat1~ncl inst1tut1na3, aad other 

by 1n$u...-.:mc-.» 

t1ductarlcs 

~flp:-usonting the occumulationo ()t 110-nY rn1l l 1 ")DB or c•u.. ... pO<•plc , w:~C.ll aa. '.ttll oa 

lcrgo SC'Vers. Moreover, th1:. croo.tus c tuturo pMbl<n t -or 110o0tary autMr1t1eo 

b<eouao ot such t1mo os it .ay boc~o neccaa&rY t o curt~ll tur~hor credit ox­

pnosi on , ca n aatogucrd oguluat intlntiono~J dc•olopmonta, th13, otop ennnot bo 

tot on without eouaing a dccl!n• 1n the prtco or outotLDAtns ooourittoa. 

tho hCliiiC ond t o.rm 1110rt1!1180 t1el4 haYo boon l'Olatlnuy slew t n roop:>nd t-• tho 

gon. rcl dccl1no end uo n-:-t nr.w to, l'>W, in IllY judpont. I tbink thoro muld bo 

In such r ctea w~uld bo un1:1ao .,..d ~t<>CI. 'the. YolU!'.O -.r cxht1118 idle tunda 
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10 10 lol'!lo tbat "'"" ot tho hig)ler bond and .,,.~cea• ntaa MY 60 lo.•er O'fon 

t!!Ougll thoro 18 no further expansion or exiotin& tllnda . 

I IIlii concerned with interest rotos net oe llll end in t hoaaebos , but 

as a manns to tho end or stability in tho progrooc or our · ocooooy . ExcessiYely 

lo• rates do not contribute to stabil ity ony moro thon do oxo•ssivoly high 

rctos . Neither to t llir to l ender nnd to borrowor . It ia ono thin& to hnvo 

tot•roat rotoe low co the rcault or the proasurv or aovtnga or inYostmcot tunds 

on tho uarltot . It i o II qUito d1trarent t !l1D4 to dopr<>aa tho interest rato 

;r.r.Jcturo 4bno.nr.6lly tbroush excess reserves crootod by ca.\llca cxtnneous to our 

e<onooo.y . I bovo nlwc;ra cOIItc"!!decl, and I 1'61toroto now, tbot those ebnor=l 

pl'OS$\n•os 6hould. bo rcaovud. o.nd: they must bo rcaovod cs on csaont.iol cle:Nnt 

of dorcndina t ho ocon0111)' aaalnst possibl e intlntionnry ovor-cxpetwlon lctcr on. 

Ita en addi tional measur e I ravor exll!llpting dtpoelte held 7!ith theRe­

serve Banl<a and vo11lt cash held by banks tr0111 aaseoGlllents tor Federal dopeoi t 

!nsuronee. While I have never been a~tnot toterbanil deposito, I do not rovor 

ower .. :oocontrotton or tu.Dds that serve no usotul. purpoea at JLOney market banks, 

bo:< tend to d~preas abort-term rates to such low lovell tbtt tho Ycry banlt8 which 

concentro~o tholr tuDda in the IRODC7 cutors tiu4 t h.,..olYos in lUI aC:vcrso 

0001pot1 <he poaitlon. Nor 1G l t. to tho lntoroS\ ot tho .aney -.rtct banks to 

eetu&ulcto oxcoea1TC corrospOndcnt bnnk balGnc~a on whi ch thoy cnn corn cothins, 

but on which t hoy pcy tho eseosGlllcnt. Furthonaoro , It n bo.nk'" tllnda cro loeltecl 

up by tho uuthoritioo to s oroc os r eserve£, it I a no~ tuir to th~ bonk t o roqulro 

it t o pny uusoa~onts on tho locked up runds that corn nothJn~ ror the tonk · 

•~othor r ccaoo tor oxa.pttng rcso~os Ia t hat tborc 1• no risk Involved tn 4o-

~atttng thoso tun4a witb Rusorvo Bank• and thua oo juatlflcstton ror ooaossing 
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0 pr.,.hlll to 1naure tbQII. 

$ome of tbe large c!ty banks hevo boon mutb lnt ereeted in gottin6 leg1a­

lotlon thut ~till ex0111p t t he11 from poy! ne: clepoel t taaurunce c.t.seesuumt£ on the 

!n~erbunk dopootts they hold. It sefl!11s t o mo that alnco thoy pay no lntoreat 

to tho oeposl tl"3 blllll:s on these funds , thllt the moro cquH oblo W!lendlllcnt would 

oo to oxo.111pt tho or1glnst1ns bonk fro~~~ p11ylng tho ueoooomont tr thc·so tunds ere 

dt?OOltod r.ltb Ro&Ol~O Banks . In otbur ~~rda, It cay bunk lo to bu b<norttted 

ty exerptlon rr .. the oescsa.ont, it sbould ba tho orlglncting bank ~bleb ~cpoalts 

tlle tucds ca 4 ro&l.lrYO in the Rcsorve SyetCJ!l, ond not 'he bo.nk tOO.t gets tht. \U:O 

or ~ho l'llndo without pcyl~~& c.n;-thlns for thea. h Is not In •he interest or the 

etty bank to hAvo lnt t rbcnk depos~ts in tbno~l ~oun~a b~cnusc they eennot be 

proflt~bly uoo<l b)' ••cocou of their volntilo nature . Tho city b:onl<s should be 

( intorcstvd t n hc.v i ng only such eor rospondernt buni<. ~\.lC.~\ccu f:~ To!'lac:t the bust .. 

n:;os no:\c by tho corrospond~7..ttt bo.r.ks o..nd tht.~ sc:rvio..:r; t•cndor~d for them. 

I hcvo dwelt nt acme length on tbo ~en•rnl subjec t, r ! tb some or I ts 

r~r!cot!oue, "!tb rogurd to controllina monetary lnt lot ! uo by conttolline ox-

t>~GS!Ye bank resenes. Tbta sub ject, bor-e·ve'f', coMOt. !'»~ con&iderct! se~retely 

~ tba other eourcoo ot nonsy-er~tion , t.hnt t e , Covornaeot. def1~1t-!1~c:1ng 

th:-ougb tho bonks, nnd golu 8llC silver pol!cy . I.e ~o lotogrcl j)f)rt or the 

general polity tbat 1• nocosaary tor the period ~r r.ro entering, •~ must ~ 13-

couroao tho purobau or c.ovorwaont soourlt!eo by bor.k~ . For th~t cro>tce now 

depositA . Tilth tho volwno or bnr.k dcpeeita ond currunuy s r ontly In excess of 

t!io highoet lovcla '-IO bovo ovor hud , St botOlllC8 ll,lK)r tc...nt thnt \70' do not cont inuo 

to odd to tbU t o tal, pcrUcu.ln,.l y ot :; timo ~hun ono oftoct of tbo dor• nso progJ"f'.JI 

tho ox1stlng volw:>O or depoSitS 00 they O.TC druwn upon by bUGI.nOOB 
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Instead, OoYera.ont oeour1t1ea ebould be eold to 

prl.,..te ODd 1naUtut1onnl 1n.,estora. Thia bcs tbe erteet or ue1ns exiotlns tunda 

rethor than areo.t1ns add1tionnl. deposita. llhen the OoY~rn~~ent bort'O>Ia exiatins 

rundo 1 t dooa DOt roduco the eupply beeeu.ee oa soon oo thooo tun do are expended 

by the covornmont, tboy 80 r18)1t b:>ck 111to tbo monoy oyotem o.go1n, chlotly as 

bank dapc•lt•· Another popular mleto.ko la to auppcae tbo.t Covorlll1lent dctlclt-

t'llianC1.DS croutoe oxcesa reserves. Ineteo.d, tboy orig1Dll.to troa gold, silYcr, 

or othor eur::onay coqu1ait1ona. llhen tho COYOI'lllllcnt aolla its aecurltios to the 

cr06t1cg o:zee.sa reaorYea, tbia cbaorba thta beeouo tbe now 

tborcby crooted bcve to ho bcaod upon or cb:lreo<J "801Mt the bonk 

So lons ea btlnlts bc.v& a.n o•eraupply ot oxceaa resenea, they baYe every 

c dUCIITitDt tO inYettt in Qoyernment securit!oa. That indUCE\IIIent. can only bO !'0-

6uccd or removod by rodu?1ng or rem.ovtng tho ox-coco l'Oiorvoa which, es I M.vo 

sought to indient•, abould be adjusted to tho uor.Al roqulrtmonts ot business . 

Ir th1e 11 dono the rote on Govornaont bille and abort-tom notos would bo likely 

to tncreeso outfieiently to ettreet tho larso uounta ot idle corporate boliUicoa, 

repruenttna roaorves or nr1oua ld.nda, tbot bOYo o.oeu:ouloted. Yor tho JOOat part, 

lboaa tlmda aro now dopoeitod 1n hoDka ADd earn nothiDS tor tho corporcto owners. 

l\IIJ would be Inclined to tn .. eat thOII 1n ahOrt-teiW co .... rraonta it tbo yiold ..-oro 

l'lloild tra1 the pr~.,cillna ort1tio1olly l01t levola. At tho :Oilo t1••• l onser-

~.,. ieauoa abould bo ndnpt cd to the roquir...,nto ot ln8Ul"CUICc co,.pcntoe, MviJ184 

~hko, nnd 1nd1viduo.l or 1nstitut1onLl inYostors. Thus thb non-bonklns mnrkot tor 

~ornaont coeur 1t1oa would bo broodonod out to nbeorb wht.tc•er Govornmcnt ri-

""'•ID& 1IQJ be nocoea<U7 durins tho poriod in wbicb wo oro llflklns lc.rgo defense 

~ley • • 
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but deposit s as ~till as r eserves ere also lncrectod ae gold nnd silvor 

cor:t tnuo to r lo\oJ i nto our money a,:rat.cm. ~en it wo bad out.horHy to of'fset \hO 

ct'J'~.:t or the gold 3lld 3!lvo:r UCQU!:J1t1onc on exeesJ ro:e!"'Veu, tho3o aequts1t1on:J 

~JUlJ .. ,ul conti=tue to add !o dt~poa1t.s, unless nc ere propn.rod to deal \'l'lth 

lh~! toetors at their ~ourco . I hAve publ1¢ly st.nt~ ~ oppotltlon to the 

pur..!:\11.- oJ· t'orcign silver a a un~uatlrtcd from a ft'.O!':Otc.ry ato~dpoh.t . tr, for 

("thcr rcuu::ons , 4t this time it ls constdered deeir¢.blo to &ttil.at silver-prodtJcing 

co\L:l~l'tca , that coul d bo dono 'by mulct~ loans so-cu1•od by oHvor or other asBnts . 

Consross should r opot.l. tho pro&ont lq~i:;lu.~lon, and ct. tho c~o t1mv 

- r.c•l out the billion end a holt or so1gn1omgo n!tieb eould bo used for iS3U"nco 

)f !.t!Jitlonlll silvtlr certlt\c&tc: . LlkC":":i so, I ra~1or c:lncellng tho cuthorlty 

thb so- called 7homcs cmond:l"'ont t o issue ~3 ~Ullono or gretn~eks . Eoth ot 

sources or tunds , 1 r rocortod to, r.•ould &dd to ~..oxccca r c:; .. •n•cA c.nd to do .. 

end would grcctly ocoontu.cto tbo problcro or t.ho monutnry authorities . 

\l'h1lo tho UlCp&i1dltUrO Of tho gold 3tObll l~Ot!On fund ""uld bevo tho 

orroct, \bu problom of col~ proscnta o: p:>rtieulr.rly atrfleult question . I 

btl!ovv t~nt Congress , in const,ortng &ll thn intc~olr.~cd olc~nts or the 

t:"'ntat.tey plctu.N: , should considar v:hotbor or not 1t t"IOUld bo ~tau t ., m::..l(o crcd\ t4 

1'l:'l!lnblo at lO";V r c.tco, C:i n mo!:ma t f o:.ldi!'~ the Drl ti:Jh , tClking na c.,llr-tGr-:11 

their f#Old, 03 Hell 8S thoir lJOCUrJty holdi:Jg!> her e , iD C:&l~tl.dtt • 01' tJl3C~ihere • 

'han to eont1 nue to eccumulcto more and more or tho •:orld ' s gold S'lp;>ly 

eoet ot tntlatlug ou~ t.nklng and eredi• >trueturo. 

t have COQC lest to the probl~ ot the budget -- b~t not ~eeeuze i t 1~ 

1&portoncc . ~s long a~ wo continue to oporat~ on a deficit basts, it 

noco3Cory ror tho Oovornmont to so to the;,. tn.3rkot t'or tho funds to &oko 
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up lho cll!teron.oe bot\7eeu tox oolleotiona and oxpenditurea . 1 believe that wo 

sbould at this time tak• turthor otops to c!oso the gnp between inco~e and outgo 

as rar as can he done without oithor co~iscator; taxation or tho rotardins ot 

pr tr.ste onterprlao . !..o long as the Oov~rr..."2.ent ia rapidly tr. •• ~ca.sing t~.a ~otal 

eJll'oedltures . I do not 8e6 bo\:r tbeso cut.la,ys can be coY.racl on a pa:;-as-you- go 

basts bceeu.s c the tnc:.roa3ed national 1nc:cne and the tu revonuos resulting tht ro· 

rrorr. cennot be realized until uor:10 timo after tho Sur.l~ o.ro npcnt . ! n other worda, 

tbero lo o log bct·.·Jettn the t1mo whon thu Government bos to r utsc the: money nnd 

th• timo when it t cl<ce or teet us in como among tbu p..oplo who ul ttn:atcly receive 

1~ tn pcy-~nt for goods end aor•teoe . ~axes on 1940 tncomcs uro pa!d tn tha 

fl:cal Y~llrc 1? 41 and 1942. Tb~ro WJ¥ bo n le& ot o y~c.r or n yaL~ anu o ~.nlt 

b~".t'orv 11:0ncy borroxoa tor dofenao, lr. ettcc t, shows up in oipcnd1turc3, then in 

nctlonbl income . und tinolly In lncrenaod t~x rccol~ta . 

It would not bo Tliso to try to put sul'flei ent lY hi!l:h rates tnto errect 

tn -:lose tho gap ent1r oly until \10 hHvo r eached a c:ond! tlon ot full production 

a:.cS u.._-ployment. Bu~ at tbat tilla , the tax s-;stom in orr nct ohould b-e o.dquato to 

~ri ng about th~ bLlanclng or tho federal bud6•• · 

Revision of the tox Q~ructurc shoald not bo doloyod until a tull-~l~y­

o..nt Income i s renchrul.. Wu should bng.ln to r c-dosign tho t!lX aysl"" lc tho noer 

futuro. Yi r ut Bnd for emost, we cbt)uld rovi so our corporut o , incH vidunl nnd in­

hor1taneo tox structuro so u to cloao vory llllpe1·taut cxlatl ng loopbolca that 

~o t ux r otos much less ertoct1v~ than ~hoy shoul~ bu. Yor instnncu, thoro 1a 

tot •ucb uac in rciSlll& indlvlduo.l aurtnx r~teo if co>·porotl ene ore per.alttod to 

~old bock eornings in tho ronn or !dlo tundo !nstcud or poting thee out ca dividends 

~o stookboldors . It the IJSt ato o_nd tbe indtv~dual aw.·trucoa cro t o bo mde ca pro-

• 
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du<ll .. ne they ahould be, then the git~ tnx ~~Uat oleo be roYiaed. The exceae 

prot!t• t il.'<, whleh ie oleo.rly l nndequate, eboulc1 be revleed to cpply to ell enrn­

toga cbcve n co•totn oe111ng, IS4;Y, or 10 per cent or tn•eeted cop! tnl, with I!UCb 

exceptions e.o mo.y bG neceeoo.ry ns a 111ntter ot equity or to etimulnto now bu.cina ... 

rte rrocont lew c ll0\t8 nn option uodc~ ~htch eorporctlone uru nblc to moke nb­

DC>:'IIIOl oarntnga Lttor ell taxes, tncludlng tbo oxeoaa protth tor, oro pctd -­

"~~tna• ! D S0&"!10 c~aea l3rgor tbo.n thoy ha:.vo C'Ycr Locn betor-c . I 3lb hoortily 

,. "ccerd wltb tho proposnl.a o: tbc Troasur1 wttb ro~cronc~ to tb~ o>xce•• prot! to 

! U :.nd to o l1a1n.ut o to.x rrou aceur1t1es. 

The proaont tcx atructuro. strcegthan~4 1c tbc "~a l h~•~ 1nd1c~t~d. 

•iU br1ns, 1n onorm.oua rovan'UeS onco the not1ocol 1nc01la b,.,e r i son ~o $90-100 

nr.t1onnl incORo npproncbos thoao l ovol8, rBto• should bo r<Jsed 

nocousnry to balance t ho ~udgct. 

In ndd1 t1on to our own lcrgo d<fonso oxponu1tur ou, tho o110unt ot which 

t~oeco c t tb18 t 1mo, t bor n I a tho tncr&cnlng n1110unt of holp to Croct 

!':-! tclr. "bleb 1111et o.loo be •~'<~• i nto aceount. It •ho to:nl or tho•u roccbee a 

tbcn ta no~ nppcrant, It -=7 bo nccoaaory to impose •elcet1Yo 

.., • .,.u;:ptlon tnxea on tbOco things tho\ =e 110ot oeecut!Gl to derot!:G end the 

lecGt oaocnt1sl to ctv111on coDBUII!ption, in ordor t o dlYort p'MCiuouon cmd l:!e<ao 

to dote:nao PU'r'PQIM. t'b.t• roy boe011o nocllllso.r'Y C# " •"'~!NZ'o : gt\inst- G (t.Ol!C:rol 

Pf!CO l1tlnt inn. But SUCh t :n:oa &ho\<ld n~t bv il>po• od until flO hcVO fi.rSt plccod 

c~ tbu 3t ntut o b.>nka o t r..x stNcturo sutt!cluntl:r J)l'OSr CU¥1 vo t> tnm r » th.:lt tho 

4,ron•o progrum 1'!1ll not l.llcrocsc the curt•cn; tm.quc.lity o r Y~onlth nnd toe-mo. 

l~dtod , t ax :p?lioy Jllould bo dostgnud t <• m1nJ.m1zo tbU 1noqur.lity, brtnging obo,ut 
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•• tter dlatrlbut1on or the benefits 08 woll ea the b"~ene. -.~ Wboo tull eoploy-

end production hove been re~ched, 1ncreaeed consumption taxeo are the most 

ettec tiVI means or prevonUna 0 gener4l price lnlloUoo, b\lt thoy presuppOse the 

oncotmont or stooply progressive lncomo und oatote t oxoa. 

Ulroct r~sponaibillty for tcxntion ie, or couroo , outb14o the r ealm or 

policy, but tho oubjoot or t oxctloo cannot bn oopnrnto4 from tb~ primary 

:on•<rn of thoso charged 11ith monotnry po><cra o.nd r oopooolbUIUoa . It Ia not 

;.oulbl• to cppro loe 1110netory policy ronliatlcolly without tclc!ng c ccount or the 

effect or t=Uon r.nd or Goven=e::.t tincnc!ng on the bonking nnd crodlt structure. 

~en the ttmo or~t•o• when monotcry rostrnints may bee~•o nocessnry , deticit-

Clo&nclng should bo diooontlnucd, ther eby bringing the b\ldgot into balance . Tho 

t • rnr euch notion will nrrlv" when tho ocon~ hos r Mebod 

loot Ia , AUbstoutlolly rull employment , nnd b~th monotory and 

tull production , 

r1aool policy may 

t~ bo Invoked t o mdnt<~ln " proper r ulotloneblp bot\Jaon production c f gOQds 

1l!d er~t1cn c.nd uGe or m" ncy . 

~!nee It would be proetic&lly tapossible t o balance tbe budget •bile 

expendi ture~ ere rapidly inereoelng end befor e o nucb larger national inco=o 

•s be-en cch1o•ed . we algbt eon.sidcr Ti0'"'1D8 cort.eln er,ocd.H.uroa tor de!'onse GS A 

'!.p\tcl tnvootloCnt. 1J1 street. it my be conaldo~od o n•cosllllry suos\ltute for r.n 

•QUnl 8100\IDt Of apitul oxp;>oditurO b'/ pri'fntO lndultry \jbich l n b0rr0111Dg for 

. <pltol outlay lfould nmortlzo the debt o'for tbo l ito ot t ho lnvcotsont . 
It .... 

:~N to t reat thC.I 1nvoatmont in shipS, bnsca, arsonn.le , rncto.rlus, powder plc.nta 

the othor oup11.c.l 1nvost800t8 puid ror by tho CovtlrXllliOnt. 'ta privo.tc bUSiDOBD 

t t "
0 

mt•"t tbon consider covor1ng onlY tho 
rout etmllor oop1tnl tnvcatmcn , ~ 

ttzotlon, oporcting and ao1ntononce eoat• out ot currant rooolpts . 
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No MHer bow tbeae ou~l8¥e 111111 be r-&N - • - "" tor bootkoeptl'~rpoaea, --th• detonoe progrua 1a demonstrating bdtor., our TClY eyoa t ho feft< lbU1ty or---., 

r•l•tne t ho notional inco=e through govcrnmentel oxpondl turoo. Nor can there 

bo •ny doubt that onco o full 1nc0011e io aobiovod "'" can, out ot a 1'1!11 i nco• o , 

rai se' onoush taxoo to 00'9'or expenditures. Wu can thon bavo a balanced budget. 

A full detonse otfort w1ll brine voxy l arge protlto. Profits or 

Mt!Uf(lcturtna o.nd or trede wore clro.ndy very favorablo in tho ti'fo-yeo.r average 

19~6-1940 . I ndooil, for o grObt lllllDY eoo;ponioe they wor o lorgllr tbon in nny 

pr<>•louc t tvo-yoar pori oil In their bbtoxy. J.:ony of our tnduatri oa hove l rorned 

boW to liTO • ory ~oll oven undor qun&l-dt proacod eondlt l ona . At o oationol In-

eo~ l ev~l or froa ~90 to t l OO billions, pr ofits CUD bo oxpoet.d to rise to un-

prccodontod loTela. Without o steeply pregroeo1To tax atruct uru those prorita 

( >:ould bring I ncronaod eoncontrotlon of wool th. 

to lot t ho dotonao progrom yield this result. 

Bu3ln<ua l oodorship connot orford 

Ylu oh4ll do 11oll, ~horororc, 

efter the tax collection lug of tho first y~rs ot dofonso oxpoon ion is ovoreomo, 

1.0 rc lao the whol e or tho budget through t exas. 

Tb.aro Ia one more augges~ion In this tlold. 6ome cons~deroblo borrowing, 

In lieu or ~axes, rroa tho '"""" or tho populaUon, In the rom or a IIOCiified 

• toby" bond, would be llig.hl.y destruble, espoclelly ettor a rull mploym•nt Inc ... 

has been roached. It aavl ngs bonds are bold widely tllrougb Ule country, 1:7 tho 

whole population, 0 degree ot eccur1ty I a achieved ocatnat untoreaoen contlngencioo . 

In so tar oa a-uch bonda ca.ay, after the dotonee ottort t e oYor , be conTorted in·to 

cosh &nd tho proco~da apont , bustnoss notlvlty would thoroby be att.ulatod Just at 

thu t1111e whon It nooils to be suetflinod. Such a pregrllll would provide in somo 

meoauro o poet·dotonue cushion agninst doprcaslon. It thorororo would soc. to •• 
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•!sa, 88 .. plo,aent lncreaaea and the lncoae or the .... or the population rlsea, 

10 lnt•nslt'Y the national cempa!SD to eell as Mny eannaa bondo ..a possible, 

e•poclnll.y to tllo 11iddle inc()lle clnasea. Sueh bnrrowlna would not preclude uo 

rrc:o i>lllnnc lne tho bllclaet bocnuse we could liSe the prooeo4a rro11 tho colo or 

,.,.1oGB bondo to ret1ro a port or tho l'e<lernl dubt now outetandlng In tho hnnda 

of ba.ll:s end corporotlona . 

OUr producthe cal)llcit7 Is gronter todo.y then o•or bctoro. H exceeds 

tJ for tlld p..4lc l'OOC'bod 1n the boom Of tho '!'went loS . It WO b~YO tlto •,fill to do 

H. ,.., hnYo tho oran.nJzotlon, linn pol'fLr. end roe,.,ureoa to proYld<t both ndequnte 

d. tcnsa Wld n hlgb• r ctnndnrd or llvtng t bul &DY bl<h<orto r1.:.ehod 1n our blstoey. 

la ar e ·dtno&sine in the defenee prograz what ean be actie~ed In national 

P"-•oorHy, iBC<liiiO and .. ployment throll8b ade(luate 

c~ 'l!l'J hope that tho country will never rorgot thh 

sov,rmonto.l expend! tures. I t 

lceuon; ~nut we shell hence-

rortn uoo toar loeoly thG r osourcoa of the state to holp malntnln omploymout ""d 

buolnuas ue~lvl ty at a full incoae lovol. Once aucb ~ progrruo is Ooldl.y adopted 

ao e pcrunent policy, bu.atnea"'""n can plllll tholr opo,...UODI on the e'Q)e:ta~lon 

• •' a greduol~ rle1na DUiooal lncCD&. This they bGYo nonr boon able to do In 

t~c put. Such a policy, boldly conco!Yocl aod po.ralet<AIUy COJ'l'locl o~ • . ":'uld 

«•llellu private ontorpr1ao. Thoro is nethlna In tbie progr..,. t!lnt calls tor 

Gover,.ont ope,..Uon ot proc1uctin proceas.a. All producUon, ••on on Gov"""""'t 

projects, con end abould be cerried out unt.or privuto coutrnct. Privo.to bUsineoa 

lO(:uld ba osaured n !'ull L'U'kot . Tho noceaoary tox bill would bo o 8111'!11 prloe to 

Pl-Y for on t.e•urod w:.rkct cda((UOto to absorb nll thu produo~IVO copoclty Of 

~odorn Industry . Think whet such o a nrkot l'IOuld 110rn to buo!nd .. s! 

( 
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kttor t he capital lnvos~ont In dotonso t o aado, wo wlll otlll hove 

tho bravy coat or maintaining our armod torcos , uhtch should 'bo mot out or cut'ront 

rocelpt•· In addition, it Is roesont<blo to Olq)oct at tbot tlJnu thoro will bo 

larg<- accumlll&tod dortolonclos In private constl'\lotlon or all kinds I!Jid other 

ccpital r oqulromont o. But tt Is unlikely thnt tho volume or prlvote activity 

would bo onoueb to oak& up tor tho dotlcleney In producti on nnd omploy.mont once 

'bo honvy dotonao outlays, Including thb large Olq)Orto or a llltcry suppllos eo 

:iretst Britoln, 8t'O ovor. At t.~t tiae . u. 1b or crucial t.aportnneo that we be 

propOred to acko tho trGAeltlon to o pcoce-tl•o 'bosjo without prcclp!t~tlng £ 

porlod of !dlo IIOD, Idle rcctorlos, declining !>QtfOnn.l lnCOJIIO end lncret:cod 

redorcl dortcl ta. 

It would bo trnglcnlly lronlc It we, na n nnt!on, 

c llMOploy.mont by moJdng instruments Of destruction, but \'IOrO 

solv&d tt!c problem or 

uuubl c to ~1:'1.tc.in 

""'PlO:fi'ICDt 'by mnkllll> tho things ot po<loo . It 1B not tor tho purpose of r eturning 

ctn to t.he broo(U1nea th'lt "70 ere m.nkint; tbie voat dot or.ac rf'rort to prc.s~,·vo our 

;oll tlccl end economic ~stoo . Tho ~runsitlon will bo r rroot ud mor e rcnd1ly 

It ot thnt point tt~ budR~t 1s In btllcnco. On tho ~o prln,!plo that I stated 

~t tbc outset, we • boul4 then ~c prepcrcd to baYO Go~Grr~aut t~o up t~c sleek or 

aployr.ont, ""'ploy!ng surplus lo!>ur, beyond 1<but pr1r..te nctlvlty nbsorbs, In 

usetul ""Y• · There c.re .4ny mth >,h1ch you oro rulllav, ouch &3 public health 

and bosp1tal1:Qtion, nnd particularly the urgent oo&d ror ~ voot recon~tructton 

and Improvement or our cntiz·e htghwe;r syot6111 to knep poce with automoti ve progroaa. 

Tbero 1s no excuao ror doteot1u."11, ror hnv~ns o utotic economy rrozen 

at a level or undor-..,ploymont. flo ere •ovlng tcM>rdC rclotlvely tul1 ut11lzot1on 
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or our ""'n e.n<l our mch1nes b.Jeause ot <lefenso uco<la. 'ilhco peace is roBtoro4 to 

tbl o wo~ld, we onn, it we have the will ond the ria<loa, di vort auch or our pro­

ductlvo roe!ll tioa oa oro now omployod in t ho doatruot lv• work or wcr into con­

ot: uctivo work or peooe. Thereby " c onn ley tho toundat1on3 for o now nn4 bottor 

~rld -- o world in whtob domocrnt1c 1n£titutiono con survive. 
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JolloY1..,; tho nocU on, azo4 the Sea ... tiU'7 '' otat- nt 1J1 re&N"d 
to t&ltiiUon aD4 Wl,aUon, loUoro of crl\lol .. &D4 of c-daUoa 
bepzt t o roach the f'r....u.r'7, tmd \b111 voro oappl•etad b7 other 
l ettero wblch voro vrl ttoa ao a rooult o! Co..,;reooloaal debate oa 

internatioD&l atteiro. 

!be oentl...,t lo o•orwbelmingly fer ald to Chiaa tm4 Great 
llrltalD, Y1 th oeatterad oppooi tlon - in loHoro vhleh ofte uoo 
oxaetl7 the oaao phrtlaeolog aa t o the doolr .. b1lit7 of obooni..,; \bo 
l!cmroe Doctrine &Ad •1111D41..,; onr own bllota.oo•, !1M ... han ben 
relatl•ely fev l etter o about t he poooible 1ncroaoo i n taxoo, &114 
t heoo ohov ll ttle oppoo1 tlon t o the i dea. In a group of oenral 
bundred lettero, only one vaa aetuall;r abuoin Md 1t wao anoii,YIU)uo, 

J. cCNilt of .ail of thlo type follovot 

Aid t o Chlu 234 
•SUpport tbe l!ouroo Dootriu1 34 
CocDeuto on Taxation and Iaflat 1on 14 
Geaoral Co,...nh aD4 sucgooUono 46 

!be roprooentatln l oUero quctod on the !alloYing paceo are 
el uolfled aecordl..,; to theol pnor&l 1111bj oc to. Tbero h &loo a 

rau&b claoolfioaUon aecordl..,; to otatu. 

~ 
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Carl Yiatere, MWo\er, flrot Preob;r\erlaa Church, 'l'ro:r, Ohlo. Vba\ 
would happen to oourc .. of IIIPPl7 tor Great :Srl\ala 1t 011111& n44ea17 
uta peacef 'l'hlo aoali4erntion plu our OVII tuture latoreo\1 oooa to 
polat to a liberal flaaaalal pollo:r vltll CblB&; oloo, a olOIIPla& 4ov11 
ot a14 to Japaa, 

'>40 .. 

s. llat\~ Broax, J. t. Where 4o lac••• o~•~''• etc • • l&belle4 ~ 
1ll OhlB& co• troat Aaxlouo to mow 1t tlw:r aoae troe .T-eoe occrap1a4 
Cb.lB& or troa tree Cb.laa. 

c. :a. :Slloe , Warrell, Mau. ~reoOiltla~ .&MrlcOD C)oaa1 ttM tor lloa­
ParUclpeUOil ill J-u• .._.,.lllOill atop on~ .r._ .- Mtorlalo 
but d011 1t eee Vb7 ve lhoald •bar~ t.pcrh: belp Cb.laa; would feel aore 
coatortable 1t ve l>a4 a berth 1D Slappore: war llot ..... ted; vu tor IA­
of JaUOila aD4 bellene ill Good lelpbor pr-. 

Doroth:r Perhaa, Raoille, Yhcoaoill. 1fh7 aot p.,. Oh1aa ..... , lell41a& 1t; 
lf ChlB& talll, won't Jbl&l8Zid ttlll t oof 

Georp Taa SaatYO<rd, Lakeville, c...... StroncJ.:r ·-rt propooal tor 
larso loaa la cl.elher;, of plueo to Cb.ln .. e, llopeo Mr. Mor~thall vlll 
ta•or tho proJect, 

ZeB&o r. 1-hter, Jxeter, 11. B. ur, .. Mr. Morpnthau1 t oupport of 
l.,.e41ah tliiAilolal ald ucl. alrpl&llll tor Chl~~&, Boll..,., ve .,.t coab&t 
the &4,..roar1 .. of 4oeocraUo lcl.&alo vlth aore tupble voapono than ••• 

worcl.o aad aoral o-rt. 

»-rlt loMe, .Laoht&llt Pro!e11or of Chla11e , tJniftrtl\7 of POilUJlTAilla, 
Pblladelpbla. Ur~u that Mr. Mor~tb&u u e blo ~aot lllflUOilC• t o ~n 
tlaallclal aD4 •terial ale!. to Cblu. qu1oltl7, u coot llOW vlll be aotbla& 
ca.porM t o 10b&t w lhall han to pa:r 1t w walt 1111t1l 1t 11 too late. 

Dr. Gecrp A. W)'etb, BAilonr, 1 . B. Wbole-b&arto41:r nppor\1 propo&alo 
of praoUcal aid to Ohlaa, 81ld couah upon our ~om110Jl\ to ••• lilA\ ao 
allltar;r aid or ecOil .. lC ald 11 tllloved to pt tbrouch to JAPG, oUbotr 

41rootl:r or 11ldlrootl:r. 

Jlllabo\b s. :Ballltt , lfov York, 11. Y. 1lt lloadell 1111llt1• ..., be placa4 
1B the Prelid ... t 'o Cobiaet, ve vlll r-ia 'rho 1Jnlta4 Stateo of .berica

1
• 

Stllo of .-.unltloa to Jnpall ohoulcl. be otopped. 

Joha 11, Mori*D, lev York, 1 . Y. Vitb Jlaotion ovor, hopao 1\ vlll be 
po11lbla to a\r~hen llOil-proTOcaUnl7 our pol1•7 1D tlw 'far 'lut b7 
1aoreaoa4 aiel to Ch1Aa, 8ZI4 1DOroua4 raotricUono oa trade wUh JOIP""• 
tbarab;r l aaoaaial praooure na Brltaia 1ll Par J:ut ... d ..... bl1D& H to 

relatorca tore .. 1a Sun arao. 
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G. M. Palaer, llorul, Ill, St at .. it to hicb u.. to 4o •-thiA& to 
help J:ncland. and Ohiu, Oppoaaa aalo ot co'P!)er, tla1abe4 atMl, lea4, 
caeoliao, motor .,..b.1cl .. , etc., t o J apan. "lfot b.1nc tho Go'ro,....811t 0.., 

do will ao delight tbe people who ha.,.. YO\e4 to retain t ho pro .. at 
admiaiatra t loa ia power, aa action ia tbe 41raotioa of bolpiac Cb.1na 
and. Groat Britain, VIQ' 01J¥ further 41lqt • 

341 

Buaie O, Stera , Balu .. ro, MIS, 0 I oa C).a4 \bet tho roolocUoa of 
Proa141at RooaonH •-• your c011tiaunco u Soorota17 of tho !ro&aurJ"• 
fbinko it wiao t o roatr1ct further aalo of pi c 1roa, oagper , oil, &$•ol1no, 
80\or Ylbi oloa an4 u.eb1no17 to Japan 'by ortond1nc oal>&rco to tboao itou. 
m-e•• laoroaae4 a14 t o OhiDa. 

Dr. G. Loourd JobaaOD, J!ll6l.,oo4, !1. J , .U ChalJ'IIIlll, ~lovoo4 Chapter 
ot ().-lttu t o Defend .lMrlea by A141Dc tbe All1oa in JnCland, 4,000 
_,,,., \bo7 baartlly wolc.,.. an:t Oowrnaont &DDo'IIDC-Dh of: Aid to 
Britain, aid to OhiDa, and atoppiA& a14 to Jllpan. 

1 . S. c. I!AD4y, J'alrtax, Va. '!he ur&'ln07 of larp-aoalo atorial &14 to 
Brltaia to aoaerell7 rocopbo4. If t hb c01111tr7 to to obeclo:a&to Japao' • 
11'.an1fut Doa\11171 in t ho Pacltlc thoro 111ut 'be doohi'" action 'before 1t 
to too late 1>7 a141"4! Chlaa. 

Mra. Williams. Siaa, lnport, R, I, Doploroa policy Whi ch Un1to4 Statoa 
hae too oftoa followed in put year or two ot givi~~& anpplloa to powora 
oppo ao4 to troo4oa. Bopo• that aid will 'be clnn promptly to Cb.1aa of 
$200,000,000 croc!.1t and oor ol7 needed 500 planu . 

11. o, BiahOP• ID.14, Olclahoaa. Requeah oonal doratlon of \N;(ing from Chiaa 
chuak torr1to17 coDDoctlng J.laak:a w1 th U. s., loartng C&nada a corridor to 
ocaan at Vac CoUYor acd gl ~ ua p erpetUAl r ich\ to connect railroad froa 
aaln U. S. to Al&aka acrooa corridor in return tor credit. 

Mro. 1. 1. l!.oaoq, t erre l!auU, I nd. Spolll<lac •• oboi raan ot terre !!auto 
Cl rto 0081llttoo , 1• cratitlod to l oftrll t hat Oovornaont l a CODii4orinc 
S300,000, 000 croc!.1 t and achodnle4 41l1T0'7 ot 500 planoo to OhiDa. Vtobaa 

to cOIIMDd tb11 ao\ion baartUy. 

Mba Ora 1. sencor, Yoodat ocll:, Ill, Dealru aid to China, who 1o balpiDC 
ue 1>7 roebtacoo to Japan. o.llup poll indioato4 t hat ~ ot cltliona 
doairo oxtandod "barCO on wnr oupplloo to J~>pan; aoko >1117 no further action 

t aken i n thie 41reotion. 

c. D. JU44, !l'oxaa stah Colloco for Yoaon , Denton, Toxaa. Cbiu holding 
d•ocraUo froat in Aoia. lid to Oraat Jrltaia 110UJ1\1ng, wboraaa aid to 
Ohiu 1111&11, Deairoa aoro. 
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117 stat... .a. J.l4 \ o Ch1Da crcrap 1o 4h14e4 .. tollOVIII 

..., Tork 
Maaoaob .... u. 
Cal it ol'111a 
llUaoio 
Cillo 
lev leroq 
huotl TIIAla 
T•l'IIOII\ 
Oou..,Uou\ 
lhou 111&114 
lev llulpeb1r• 
Tlrclllla 
Ml.r7la4 
MaiM 
J'lor14a 
DHcoa 
Dh\rlo\ ot Col•bia 
M1ob1pa 
lor\h C:...oliaa 
Vuhi~OII 
Whc0111la 
11\Ah 
Iowa 
~oota 
Mtaoourl 
Old"""­
Oolora4o 
ladiau 
!UU 
ha\uoiQ' 

• 18 

' ' 7 
II 

• • • 3 
3 
3 
3 
2 
2 
2 
3 
3 
2 
l 
l 
l 
l 
l 
l 
l 
l 
l 
l 
l 
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Joaa loor'baoh, lnroU, Muo, ~ah \bat all w1 tbia ICJ'. 
Mor& ... tbau.1o power bo 4oDe tO bep 17, So OUt of WU, Oar COWl\17 

ahoul4 not 'bo aa araoDAl tor Groat !1'1 '-in, aAc1 our nut 1111at 'bo 
apt ln our 0'1111 \el'l'i tory. 

343 

Jobn O&noollo, lll'htol, II. I. ObJooh to 17. s. aaa'll81ns cCDtrol ot 
8liiC&J)Oro Jla"al Ba .. &114 other Br1Uah buoa. Proteo\a aplut oe114-
lns tloot "'""' fr011 our ow torrltOI'J'. Doe an' t want 17. s . to .-441• 
ln forolp O-trloo1 o.ffo.ln, uc1 hopeo pr011ho1 ado ibl.rlll& eloOUOII 
COnCOniJl& l<eeplll& .&.eriC& OUt of W&l' will be fulfilled. 

~. Dahl.a\raa, ~. Ccmn. Jlopea \ba\ ~r coac•.l'llla& u. s. be1Dc 
ute4 \o aa.- control ot the S~re lo.?el Jaao &114 other !r1Uah 
buoo will 110t be oerioul.J' coulderod 1117 OonrnHilt. D111lno tbnt 
... collflao ..... n .. t to patrolllas tho watero ... ......., 17. s . od lh 
pooa111t1oao. Do .. not ...... t our O«U'Illltnt oUcltlns ito noaa into 
o.tfo.lrt &114 quarrelo of other natlou. 

Nra. 0. II. BI'J'.., &114 ICJ'a. lllh M. BI'J&II, Voot Spr1asf1old, Mou • 
.l.olto 1t ICJ'. Mor&Oiltb&u mowo bo h oontldorod ono of tho •oat Owo.r , 
•1n4o4• of tho Oo'b1ut. Protooh apl.not oe~~dlns neat out of our 
""" tott1\oJT &114 bop oontldoro.Uon of our D•ocr&OT ..,4 ao1111\r71

1 

.,.lto.ro f lrot . 

l l abo.rd J), Ooopor, :arooktoa, Moao. .l.olco th&t noot not be oe~~t to 
!rlUoh buoo. Sach action, at tbh u .. , ""ulc1 look 111to llll aot of 
dlroot auroatioll. l in tbeoo U•oo we c&IID.Ot o.fforc1 to be further 
•h~m4on\oo4 1117 our J-••• brothero. • 
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141\h I. lord, row York, I. Y, Storr l.a row York -r that 
S.oretarr 4oeo .,.ot tear UtlaUoa wl.\h Mr. llooo.,..l\ ao Preol401lt• 
lo coo4 ""''• Bllt what h hlo roaooa tor that laoll: ot tear? 

Bor'bort :B, Saaooa, ..... York, r. Y. lxteado COiljp'&tlllaUoao "PPll 
...,.......,_,.t that ...., hauo ot GcTol'IIMQt 'boado will aot ooatala 
\ax-u..p\ proTloloa. Bisher \&:do 4oolre4 ratbor thaa paoo ~=&e 
4o'bt Oil to .. ,.. 

Cllf\oa I, Wolcott , .utco, 'luaa. -hatlcal1T otatoo oro• t o 
lllcreaolac u\lollal u'bt to caro tor 4of0lllo. Sacceoto allalut­
lac cloeA-n4 Iareau, lliXIU'loo of COillltor-lrrl.\at llo&r4a aad 
Allthorltloo bora ot low DNJ., l...,....loo ot ..tUa ud pralto ct 
pcli\loal blewiCO• 

144lo Mqo, :BrcoltlTa, I. Y. Deolroo t o ni>IIU or uplalll pl81l tor 
otato lottorr that will prc4Dco two 'bUUoa 4ollaro ooeh raar tor 
GeT-\, •earrr oa, Mr. Socrotarr • • • ro,.•ro 4olDc a owoll 
J o'b &ll4 wo all ltllow it, • 

14& c. l)lolcaaA, Ohla.cc , Ill. .ApproTeo o! otronc u!Oiloo but pro­
tooto eDT ottort o! odallllotra\lon to lnoroaoo natloual 4obt. 

v, 11. CUp'bell, llath, 1'. Y, J.pprono ollalnaUon ot tax uo~~ptloa 
ot OonrllMilt 'borroviqo tor 4otllloo pvpcooo ill tl!.tvo. 

l'loa'b fool Co. - hDdloton, 11. J., t.oo Allploo, Oallt • Co Ao 
S.Cretarr on hlo otaDd relatin to fax lxollpt 8oc=1Ueo aad a:­
prooooo hope ha vlll aailltalll e•Unul proonre -apcn Colljp'eoo tor 
lopolatloe ~ ex-Uoa !1'Cil publlo ioauo Oil whlch there 
an tax «<IIOI!PtlOU • llalleTOO tor pal\ Olx Te&rl IlOilo::!' hao COlli 
into tax "*'~)\lou, whlch ohoul4 haTO pno illto illdutrlal ioouo. 

Cornell Man, l ow York, I, Y. Sqo pooplo alanood at proopoct ot 
latlaUon wbloh wcul4 'be tollowod bT ppaUo oraoh. Toto4 tor 
VUlltlo Tit eonoollDc t o think no Bl\lor, !Naoolllll or Stalla oaa 
o\op hla troa TOtillC ao ho ploaooo. 

• 
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'· I. Moll»7. ICla.i, nmu. b 11111\..t 8\atoo W01114 1oe roouoh 
to ro~ -• HlOIICiac to \he CCNiltrho aow \aDa 111 o.._ 
vt \laool.t flro\ ooJ.lecUq or appJ.:rlac AIIJ fua4o \o tbio llqu14&Uoa 
o1 t.b.olr War 4&'b\o, .buaHrs ""' Mete to pq tho ..,,..,. he ow4 
tbo Go,..,._, 11114 "'"" !ontp OO'tllltrtoo ohoul4 H 40&lt vtt.b. ta 
tho - _.r, Boll'"• \bet hlo lottor o>;prouoo tho oonU-t 
o1 tho OftJ'q8 porooa 11114 for t.b.o SecrotU7 lo tool \bet tbio 
""""- poopl.o will H vtt.b. h1a 1~ oa thlo h.,., 

•· o. ar.rlq, lila .Aatouo, !ozaa. J'eolo tho\ npportlJIC tontp 
o0111ltrloo vtth ...,.rl- •ut..., curaatoo h YOJ7 llllf&TOrolllo t or 
ov ~t -'- pno•t coa41tl oao. Olal..ao \bet Moxico h 
ov W'Orot ....., 11114 tor 7001'1 hao ..._ 1llll4orll1ll1ac tbio Ulllt..t 
S\atoo tbro'act> Upl-Uc oorvtco, hao \aDa a4'reatac- o1 :hrO]; ooa 
protootl• to otoal 11114 f.o.otro7 .Uliono ot 4ollaro ot ""'".,_ 
proport7, 11114 t.b.q AI'O bol41as ov.t tor IOPMOIO 11114 0..-a uoht­
oaco f or t.b.olr tilt-are ll14 11114 4oYOlopM~~t. 

Mro. IAnll.a 111oo, S.Uina, OrOSOil• ,._'boro of her c-U7 
t~r NpOal of law for'b1441ac wv ll14 t o lllclllll4 ohort of oon41ac 
- ohro114; ...... o vt"~ .uihaoo..tor hllUt that ,. .... aerl , 

llr. 11114 llro. r. B. Oowloo, lfollrona, Oaltt, lnoloooo arUclo 'b7 
nataor-.Uoop vbl.oh llldtcatoo tho 41otrooo - cltbOill .... tool­
lac at dolq..t acUoa concorotas nliot to •C)...a. "-7 .... 
orltloal o1 tho A4m&lotraUoa vbl.lo otharo .... al......t 11114 look 
to Yaoh1Jictoa tor word that rod tope hao "'" .,.,, .U4 ohould 'bo 
11 .,. .. to 111&111114 l.oooo41atol7, tllrthor 4olq h crllliaal. tlrsoo 
Secro\ar7 t o - h11 1Jltl-• tor 4otWto 11114 t&TOra'blo actioa 
at oaco. hole that w haft dono -h .obloh oOilld 'bo illhrprotod 
.. nol.attac oar -tralt\7 11114 that lith or aal•• ot et'&lJ~MD' 
to ~nat lrUaill at Wo t iM wnl4 IOIOiol lUtlo 41ttoroace 1t 
haa4lo4 41-'17· Vrso• atd to cr-taot .neat vtu.-t pl-clac 

- ..... lato -· 
Opal ••-'• Jw York, •· T. Scotto at Gnat Br1tata1o otter ot 
.. laload t ... part o1 ...... ....,.; ... ollnl4 .... , all Britloh 
1olM4a .U .,... ohoi'Oo la port ~t o1 11ft 'IIUUoa 4ollar owed 

to u 1 we &11111 aot• li"• tr.U or ooll U¥ part o1 crar aaYT to 
Groat Brl tala, ao .....,.,. .AIIario• owu .., oqul ohAI'O tbionill, 11114 

•u ueo ""' 'llaloac to r. D. 1., • 

34.5 
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_. e\ahe \M o-\e • \uaUoa ol.Melf7 aa tell..,.l 
hw Tllft '7, O&UtOI'Ilia a, Ill1aole a, M4 1 Moll trea Oolonwla, 
..., lW'Mfl, ,._q'l...ta. tau, M1-eo\a, c-u .... , u4 
Ollie, 
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