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.tcr1Gal tDre 

-·-
Caat_. on curnot fU'IIl bill; ~Mnta IIIIJr, H-s, 

Bell., Wallace, aDd Donald C. Saith - S/15/)9. ...... 1.89 
w-.randuaa • Actual and eatillat.d twlde an11ebl e aDd 
~for agriculture, 1936-1940" •• ••• ••••• ••••• 

Appoint.Mnta m>d Reaignationa 
Fol.q, Edward H., Jr.a 

Corcorm thulks !IIIJr for Foley' s appoint.Mnt aa 
OeDeral Counsel- S/11/39•• ••• ••••••• •••••·· · ···· 

Sobraa, ildla 
Pm tella IIIIJr Schru 18 too Taluabl.e in R.cQnatzuc:tion 

FiJiazlce Corporation to be ehitted to 1're&11111'7 -
S/lS/)9 ••••• •• •••••••• •••••••• ••••• ••••••• ••••••••••• 

Ara-lts.Da 
Lochhead .-or&DC!wu Irigoyen we whether United States 

1IOW.d tllm1ah cloller excbmge againat gold collateral. 
.nich, 1ll8tea4 of beillg shipped to United Statea, wuuld 
be Mld for United States .,count in Argentina; anner 
ie negatiTSJ !Ur1o~r negotiation• postponed - 5/10/39 •• 

White aemorandua on tinanoi al. e1tuation- 5/12/39••• •• ••• 

- B -

Bank for Internat1onel Settle~~ente 

168 

)91 

124 
2)0,247 • 

FTea1!1ent ( Beyc~) retiree 1n 1940; Pree1de'lt1el cmd1dates 
d1aouesed - m .AIIerican named• Cochran reports - 5/ 9/39 1 

Reicbabank aet-up discussed - S/9/39••••••••• •••••• •••••• 12 
Bemey, Edward E. 

See lnYaaticationa, Tre&8U1'7 Paraonnel 
MUtt, 1'Ullaa c. 

Correapondeoce coneerning eh1pai8Dt of cb apagne .h'aa 
9ullitt to -uias,M LeHand- S/10/39••• ••••• •• •••• •• •• •• 131 

lbsi.DNa CoDditiona 
Haaa -randua on aitu.ation for week ending S/l3/J9..... 313 

Cmadien Liquor 0-11 
Sokol o-• 

- 0 -

Foley __,randum following contarance .>f ar.,.. and naua 
in office of Co~eiiiUII J . Parnell 1'boaaa (New Jere117) -
S/9/39••• ••••••••••••••••••••••• ••••••••••• •••• •••• •• •• 74 

Dieouaaed at 9a30 ~- S/l0/39•• •••••••••••••••••••• lQ3 
QWia 

IIKJr &pin ulas Iat.aon to find good tnl>~rtation sen to 
eeod OYer tor three .ontba- S/12/39••• •• ••••••••• ••• •••• 269 

' ,~; _, • I ' ' 
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c-e,~ o. 
~ IIIUr tor Folq'a IP~J IIIFU- &DCC' 

at BerlaJ 1Jid1oatu ciM1re to be t.nnatwncl to War 
Dlpc-~ 11D order to pt t.hlDc• ~ ewer tbare"J 
~ world.Ds tor Fill tor tb1rc1 tar.- S/U/)9..... l89 

COU&hlin, Father 
Xuhn, loeb aDd C '""*'", -.banbip ot Hlllrt Article lD 

l!!5W Juatice, Tqlor reurlca lD Ccmsreuional Reoord 
4/lB/)9, retraction by Tq.Lor, aDd IDIJr1e letter to 
HYSr•• ••••••••••••••••••••••••••••• • •••• •• •• •••••••••• 

Fol~ reporte to IDIJr that letter• have been ..Ued to 
Father Cou~, Arehbiebop llocney, aDd Cardi.nal 
WUn•1eJejn - S/ll/39••••••• •••••• •••••••••••••••••••••• 

a) U0one7 rePl7 - S/lS/39•• ••••••••••••••••••••••••• 
Count.rfail.iDc Dlties 
I~ 

W. R. JobniiOD (Cust<ae) report. on cODference with 
Ballerini (c-rci.al Coanselor ot &e1>ea117) - 5/9/)9 

-D-

Diea C~ttee 
Telegr• trom Congree- J. Parnel1 Tbomu to Fm con­

oern1llg dela;r lD re-iasumce ot Bucutiva Order 
permitting Coumttee to examine tax returns - 5/12/)9 

- 1!! -

- F -

Pclll71 idRl'd H., Jr. 
See AppolD~ts aDd Rea18nat1one 

Pranoe 

.... 
168 

187 
33S 

72 

War Debtt Contef'ellce at HllJr '• ~~ preetntt IDIJr, 
Wonuet, B.nea, .nd Bell - S/ll/39•••••••••••••• ••••••• 170 

a) llratt ot letter to Fill preeentin& »onnet•• pl.aD 

-0-

0.~ 
a.ic:Ubank aet.-up d1ecuaaed at ~mual •etini ot Blllk tor 

IDternational s.t~ta - S/9/39 ••••• •••••••••• • • • • • • 12 
Standatill Agrt t t a-.1 to be ric-~- S/lS/)9..... 432 

Ool.d 
lldte -l"Uidua on illporta lD United Statea - 5/9/39•• •• 62 
Correapondotuoe 1d.tb ~ (Federal Rea 1 te Bmk ot 1ft 

York) --min& MW ~ ot ,..,rtillc receipta - 5/11/39 191 
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a-•· John • · 
In coaneet1on wltb propoeeci revtnue rmaion, Hanee 

tells llliJr be does not l.1.b P'lJl - S/ll/39 •• ..•• •• 
Hook, Charles (.AIIeriun Rolling llllla) 

See War Conditions: liar Industries Botrd. 

-I­

Industrial llobilization Plan (United States) 
Reviaed 1936 •• • • ••• . • • •.•..• •••••• • • .. • . •.•• . .•••. . 

Investigations, Treasury Personnel 
Berney, Edward E. : 

170-word telegram diseuased at 9:)0 meeting - S/10/'39 
Italy 

See CounterY•111ng Duties 

- J-

Japan 

Boolc he• 

l89 190 

Anxiety for peace reported by Nicholson and commented on 
1n White maoorandum- S/10/39. .. ... ... ................ 87 

Nisiyama, T. (newly appointed Finanoiel Commissioner to 
United States) calls on HWJr- 5/10/39••••• • •• •• •• • ••• 129 

a) Tells lll.!.Jr he is a banker and not a poll tician 
and has been drafted for the job 

-It-

Kuhn, Loeb, and Company 
lll.!Sr JDel:lbership affirmed and denied: 

See Coughl1 n 1 Fatner 

-L-

Lelland, llarguerite (•W.ssy") 
Correspondence concerning shipaaent of champagne hom 

Bullitt- 5/l0/39..... ...... ... .. .... ..... .... ....... 131 
Liquor 

See Canedian Liquor Cases: Sokol case 

-II -

!.Iorrie, Ira NeliiOJl 
llloiJr telle Welles of report of CoU.ctcr of C'.l&tclu on 
-gcl1~~g and advises •ga1mrt. State Departaent 
&ppoint.ent- 5/12/)9... .. ... .... ........ ... .... .. .. 274 
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Book Pap 

t.'icaragua 
Pierson (Export--Import. Bank) report.a t.o I!Wr on lack 

ot prograss 1n negotiat.iona - 5/ll/39 •••••• •• • •• •• 
Pierson memorandum concarning conversation betnen 

Joneo, Somoza, and himself - S/13/39·•••• ••• ••• ••• 

189 l 6o 

Poland 
See War Conditions 

Procurement Division 

-P-

HWr's order consolidating Procurement activities (both 
departmental and field) with exception o! War and ::avy, 

302 

1n accordance with FIR• a reo%1Jan1zation plan - 5/10/39 91 

- R -

Reorganization, 'l'reasury Dopart.>ent 
See Treasury Department Reorganization 

Revenue !levi sion 
I!Wr and HRMs confer with Ooughton and Cooper following 

HUJr' s laat talk with FDR 1n which FDR withdraws 
approval- 5/9/39••••• • • • •••••••••• • • • ••••• • ••·•••• • 

a) lllo!Jr states he thinks tax bill will raise enough 
revenue t o make start tor balancing bud8et •• •••• 

Doughten report.s on conversation with llarriaon who "does 
not seem inclined to fall in line" - 5/10/39 ... .... . . . . 

HJ.IJr, Doughten, Cooper, Hanes, and Oaaton diacuaa 
New York Times story- 5/ll/)9., • ••• •• •• •• ••• •• ••••.•• • 

a) See ticker report., pace 159 
b) Krock explains source to IC.!Jr and exonerates 

Hanes of all responsib1.llt.y - 5/ll./')9 ••• •. •• • • • •• • 
IC.!Jr tells !.!iss Lofland hie strong preference is that 

Hanes be present at t ax conferences 8t ilhite House -
5 fll,/"J9. • • • • . . . . • . . • • • • • • . . . . . . • . . . . • • • • . . . . . . . . . . ..• 

Farley and HUJr discuss- S/ll/39••• ••• •• •••• ••• • •••••••· 
8) lllo!Jr atatas he understMda "Hopkins ia no longer 

interoeted 1n taxes" 
b) Farley quotas Oeneral Wood (Soars,Roebuck) in 

conver sation in which he announced to Farley that 
he waa leaving CoJ~Werce Department 

He~ of Hanea1 activity- 5/11/39·· · · •••• • •••••• ••••••• 
a) Hanes tells HI.!Jr he doea not like FDR 

Cohen (Ben) memorandun on tu: revision - 5/12/39 .. . • • • • • • 
Blough me:10randum1 "What are the tu: deterrent s to 

businose?• - S/12/)9 •••••••• •• •••••••.••••••••••• •••••• 
HIIJr talcea "the 100 richest persons cateri.:l" to llhite 

House; returned to Hanes' office l8ter - 5/15/39 . .. • • • • 
RoUIIIl\18 

Correspondence concerning negotiations t or agraeoent on 
waJ" debt - S/l2,/"'J9 ••• ••••• • •• •• •••••• • ••• ••. • • • • • • • • • • • 

J9 

43 

118 

152 

184 

167 
181 

190 

• 

213 

219,324, 325 

J27 

281 
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Schrm, Em1.l 

Book Page 

See J.ppointmenta and ReaignaUona 
SUYer 

Bell (D. W. ) to sign letters continlina telephone 
authorisations for purcha.ae of aUvor by Federal 
Resorva Bank of !lew York as fiscal agent of United 
Statea- 5/l0/39 •••••••••••••••• • •••• •••• • ••• •••••. 1.89 133 

Sokol caae 
Seo ConadillD Liquor Cases 

Spain 
Bullitt roports not yot definitely decided that 

Paul Van Zeeland will undertllke ml.o3ion to Spain -
S/lS/39· ·· ·· · · · ·· · ··• •••••• • ••• • •• •• •••• •• •••••• 

Tax Eva51on 
Annenborg, Uoo: 

-T-

Foley cemorendun: J.:orris states .lulnenborg' s counsel has 
been informed case will be sent to Uni tod States 
Attorney- in Chicago for 1'\lrthor invostigetion by 
Orand Jury and possible indictmont - 5/9/39 •••••••••• 

a) Klaus (Sam) and Campbell (RUoy) to be 
desi{lll&ted as Special Assistants to United States 
Attorney-

Letter from Annenberg to Hl.fJr discussing comprotdse, 
and II!.IJr' s proposed answer, discussed at group 
meeting- 5/12/39 ••• • •• •••••••••• ••• ••• • ••• ••• •• ••• • •• 

a) For actual letters, see pages zn,Z78 
Taxation 

See Rovonuo Revision 
Treasury Department Reorganisation 

ottices ot Aclm1n1 etrative Aasistent end Fiscal Aasistant 
to tho Secretary approved by lll.!Jr - 5/ll/39. • •• • • • • •. • 

a) Ordor assigning duties to Fiscal Aasistant 
(D. W. Bell) - S/ll/39•• ••• • •••• •• •• ••••••••• •••• 

-V-

Van Zeeland, Paul 

435 

255 

179 

l86 

Bullitt reports not yet definitely decided that 
Van Zoelani llill undertake mission to Spain - 5/15/39 435 

- II -

War Conditions 
Harris, BaaUt Plan for trans~rtaUon in case of war ••• 
Industrial llobUization Plan (United States) 1 

Revised 19)6 ••••••••• • •• • • ••••••••• • • • • .• • • ••• . • •••. •• 

..... . . .:'l" " 
~- .. 

126 

29 

• 
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'li'ar Conditions - (Cont.inued) . 

Book 

lo!ariUme CollllJission: Plana £or a national OIDergency -
S/15/39.. .. ... .. ....... ....... ....... .. ......... . 189 

Poland: Polish delegation calls on I!I.!Jr in 
connection with t.rade arrangements - 5/10/39 ••• ., 

Railroads: Plan as worked out. b:y Gro,y 1111d Willard -
S/9/39. • • •• • . .• . ... · · ...• .•.• •..• • . . .•••• .. . . •..• 

Wsr Indust.rios Board: !D.!Jr su~at.s Charles Hook 
(Amorioan Rolling Uills) - 5fl0/39•••• •••••• •• ••• 

Tlar Industries Board 
Soc War Conditions 

rlire-Tappinc 
Foley J:IOII'.Orandum £ollo11inz int.erviow w1 th Justices 

Frank1'urt.er and Douglas concerning logislot.ion t.o 
permit- 5/9/)9 • •• •• ••• ••••• • .•• •• •• •••.•••• • •••• 

Page 

399 

1)6 

30 

125 

7l 

• 
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nc:.a Aaer1- Ilea••>', Parh, 

DAti: ... ,. I, Ulll, I a. •· 

JO.a 107 

.ail CJC)MMAI• 

fla1• JaO:miag I rnu:raed ~o• Baee1 where OYer ~• 

weetncl ~· director• &1111 ebareb.o14er• repr .. •V.U••• 
of the Bia h•l4 their aanaa1 ••niq. 

1 

On 111114&)' the 8w188 Jat1011&1 BaAit i DYited ~e ~oap 

to 111B01l- at lllrioh &Del allowed u• t hroup ~e 8riee 

Jatioe.al hpoai UOD whioh ou ~· eirlh of Kay bad Opaed 

~ere. 

'fe pot 'baot to •••1 by epeo1al train in u .. for 

~o•• clireotor• 'llae are aleo Catral BaDt GoYernor• to 

han their u.ual ISlmclay inforal u4 .. oret •eeuq. 

'Pke ••1eotioa of a •uooe•eor to iM pr .. icl8110J (Bey• 

rn1r•• ill 1940) ... the pr11lo1pal. bue1De•• dieGueeed. 

Ob&ir.&ll 11••Jer, it wu decided, wOilld talk witlt U• 

tltrM print• Milker• who•• -• b&Ye b- -uoued -

one of tb.• a Dv.t~, •• 8wediala, Ul4 one AJMrioan ' ­

aa4 that at the June .. niDC he WOIIld .ate hie report. 

Claano•• are b••t !OJ: the Allerioan eo far. 

•- of tu cl1reotor• woulcl Ute to reach a final 

cleoieia OD tu preei'-o)' by June; th• rraoh prefer r 

to 
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to wait unUl 1940 18 nearly here. It 18 •r understanding, 

confidentially, that one of the French directors in the 

BIS aar be repla9ed (either Brinoard or Vogue) atpU. 

:t~••• by a rrenohll&n who aight be inter .. ted in ltrriq 

in Basel. He would then haTe an opportunity to exerohe 

the tunotiona of both Pr .. ident of the Bank &lid Oh&iraan 

of the Board, aa lloGazrah and rraac did originally. 

At the tiae the poaitione were separated, and Beren beoaae 

resident President and Wieaeyc non-resident Cha1raan, 

U waa agreed that aa :far &a nationalities were concerned 

the chairmanship ahOilld alternate. therefore the rranoh 

presumably would like to head the institution after Beran 

and li•eyer. 

On Kond&y aorning ~e directors• aeeting waa brief, 

and only routine buaineaa waa diaou.aed at that Uae. 

Beneduoe, who haa been nued an IU.llan senator and auat 

consequently le&Te the board, attended hie last aeati.ng. 

Pro:feeaor rranoeaoo Giordani, who haa been with Beneduoe 

i n the Italian Reoonatruotion Institute, 1a to auooeed 

Beneduoe aa director. 'fhia waa &leo the l&at aeeting 

attended by Baohaann, who retir .. aa President of the 

8w1aa Jational Bank'• Board of J~aD&gera. Aa a11ooeaaor 

to Baoh•nn the BIB woul.d like to appoint WebG', bu.t 

• 

Weber i s still peraonally reluo~t to accept the appoi.ntaent. 

'fhe 
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The eb.uehol4er• r..,r .. entaUYel fro. twctr-one 

oountriee held their ninth aanual general me.tins 011 

Monday afternoon, at whioh Preei~t Beyn pYe h11 

report. I am forwarding a oopy of thb doouact b)' 

11&11, and a e-.ry thereof hae bec rtYen to the preu 

and pr111waably u waa oabled t o the United 8ta1iee. 

The report 1e loncer than ueu&l , and a Yaet aaount of 

well-arransed f1Danoia1 and monetary data 1e oontailled 

t herein. On -ttere of polio:r, g~neral op1n1one are 

DOt 10 out1tand1ns a1 1n eome reporh. It 11 adlaitted 

tbat recently international politic• hae oYerlhadowed 

other faotore, and ~e practic ally impoeeible oon­

etruotiYe progre11 along financial and monetary linee. 

The oarrnt race in armament• i1, flll.'tohermore, impoYer11h­

ing naUou and ineYitably the etandar4 of 11Y1ng il being 

reduced. The .t.aerioan experiMnt ha1 reoe1Yed oouider­

able apace, u well u d1eouui011 of o...- apparnt 1nab11Uy 

too lower -se• in llne with prioee of fini1hed produ.oh. 

-ha•1• wu pl&oed on 'She decline in .t.aerlcan i nduatrial 

aot;1YU;y and the unUIUally larp American d.and for 

laporte of primary produotoe in 1938 ae being faotore 

whioh affeoted the warl4 eo011a.1o eituaUon tr•endoualy. 

EJD 810TIOU OU TO J'OOR, IIOLU8ITI. 

BULLift. 

J.t. :Ln 

• 
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Sror ttary of State , 

Waohinatoo . 

GRAY 

PARIS 

Dated llay 9, 1~9 

R£o£iV£d 10145 &omo 

9071 May 9 1 9 a .m. (SECTION FIVE)' 

Two outstanding sEntrnots EXprEssing dEfinitE 

ooncluai OJlll in thE rEport arE q uotrd hErEwith: 

11NEi thEr chEap monEy nor thE sprtad!ng of pur­

chasing powEr tbrou3h thE budgEt or by incrEasEs in 

wagEs has anywhErE brought about a s ustainEd rEvival 

of businEss so long as thE rEEStablishmEnt of a real 

Equilibrium within the cost and prior structurE has 

bEEn impEdEd by internal or EXtErnal causEs . No 

monEaary poli cy can by itsElf rEpair thE mistakEs CIJ.oh 

arisE trom an unbalancEd direction and rtnum£rntion ot 

n country 's productivE forcEs . " 

4 

' 

ThE CEntral Bo.nks at PraguE and Danzig sEnt no 

rrprtsEntativrs. ThE National Bank of Albania whiob 

EVEn bEfOrE thE April EVEnt bad its hEad offi CE in Rom£ 

did SEnd a rEpr£BEntat1VE a ThErE WErE no dElEgatEs traa 

thE Central Bcnka of GrEECE end LitbuD.niao V10E Pru1-

drnt WElldon of thE First National Bank of Rn York 

again 

' 
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- 2- #907, Uoy 91 9 a .m., (SECTION FIVE) trom Pori a 

aga 1n voted thf: AmErioo.n abD.rre . For11111l gEnEral 

m£ Et1ng accepted thf: Pre81dent ' 11 report, approvt:d thE 

usual 6~ gold dividEnd, tro.notrra to rEaerv£s , audi ­

tor's rEport, Et oet£ra, with no unusual business . 

K.Qno ot Japan and Galop1n ot BElgium WErE ElectEd 

VicE ChairmEn of thE Board ot Governors r eplacing 

BEnt:duoe and Vogue , rEspEctively, whoa~: thrEE yEar 

t£rlno £Xpir£do 

BULLITT 

KLP 

, 

Regraded Unclassified
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r.aa&naA.U or IIG!IOU IU .uD ..,.., num•x 10. 107 
or lilt t, a•. t a ••• 

.. fcaoo llf hlepu lo. 110 of liar II~ I P·•· -

~· 11aa11 otorr 1a tho ni.A.IOIAL Dll ougoniq tllat 

1a tho •oUq at Baool thoro waa poodblf u al1p~~ID11 

of uio Ul4 anU-uio poworo wao oa.plnolr a))ourf.. 

1 wao tol4 ooaf14onUallr br Boolller, tho o.r- .f.lllnut 

O.cal Yuqor of ~~ BII, t)!at rooiDtlf he had 'broupt 

to hoe1411l11 I'Wik'• aueuoa n.o faot that the Roioh•baalt 

u4 aoqvir_. tho BIB aharo~ of the for-e Auatr1u 

lat1oaal B&Dt w1tll tho aboorpt1oa of Auotr1a bf Glr.&Df. 

no roplf bf J'uDk waa tbat he 414 aot want tho Roiohablllk , 

to llan &af aoro TOUJIC Bll rip111 tllu Uf ODI of thl 

other f0Wid1ng banta ha4. Be wao interooto4, therefore, 

to fiDel out whnhor ur uooaa wbioh tho Rliohab&Dk ha4 

woul4 be boqbt baolt br tho BII. 

!~lore -. u enurolr oor4ial ataoaplloro at Baall; 

... t of tho Cctral b&Dkoro ha•• k:DOWil I&Oh othc for 

Maf flU I, Ul4 thlll rawUOill &1'1 IDJOJ&bll &I Will 

ao prof111a))lo to th•. 1 lla4 tallt• with all of th•. 
no wilh waa ozproaal4 bf aa.o ot th• tut their roapoo­

tl't'o atat••• •ilht quit hurliq 1aYoo111na at oaoh 

other, an tosether oa a fiohia& trip w1tll Prea14ct 

ltoOIIYIU or at a 1rorl4'1 hir, O't'COGal their Yarioa. 

pr14oo &llllll OO..,li:PI, u4 IDtll' into a •014 tllat 1101114 

a&ko o~tl•llf otaplo tho oolutioa of a&llf of tho 

prooat peUUoeJ. prot~~. 

llDOI 
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liaoe euoh a happy aeeUag h not likely to take 

pl&oe, a:r :triaa.de ezpeot 19:59 to ccnUnue to be a period 

of aaneu•eriDg for poaiUon, aD4 a period of teuaion. 

Since there h eerioua rearaing by Great Br11ia1n an4 

Fiance, the .. cbae"ere belie•• that the year 1939 ott ere 

Geruny the l&et chance to eprillg a war of such •ioleuoe 

and ebock that it WCNl.c1 han any poeaible ch&Dce of brill(t­

ing the weetern powere to teru ill the f- aontbe that 

Ger-.ny could keep up euoh a high-epeed o.apaign, coneider­

iDg ber preeent reeourcee. Tiae ie workillg ill fa•or of 

the deocraoiee. It ie now ezpeote4 thd in J.uguat -

before •ieibility for air attacke becoaee bac1 and when 

the b&r•eete are in - Geraany -Y create one fill&l 

acute aituaticn to acbine aiu w1 thout actual wu, 

but to so eo far ae to oauee real concern ill a 'battle 

of ner"Yee1 • 

DD 8EOTIOI8 SU: J.ID BlVD. 

BULLITT. 

0 

--~--

' 
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ta,gav 10. 807 OP Mt I, liH, I a.a. 

Plea~~Ve -. e:~preeee4 bf ..ar of ar frienlla u 
the fira attitude whiob r:ranoe and Great Britain haYe 

now aawaecl, but ther would haYe been na happier to 

aee aettled the mattera of Dansig, the Corridor, the 

tuea 0011p&Df aharea and tolll, the Addie Ababa Rau-r, 

Djibouti, &D4 na '!\milia. It 1e their bellef that 

the totalitarian atatea haYe aoae reaaoll&ble clalaa on 

the .. pointe' IUI4 that ordinarr necotiationa lhould 

haYe ben uae4 for their adl uataent. It 1e difficult 

for &Df one to adait that ther are willing to tallt now, 

leat thll be oonat:rued aa weakneaa. 'fhe:refora ne:ry 

one goea on arming end threatenins, t:rring to a&Ye faoa, 

and preparing for enntuali u .. that aay relult t:r011 

l&ok of efforta at o~ underatandlns between natiODa. 

'fhe one dneloJaent whioh can be aafely predioted 

ia tb&t cur:renoiea will weaken below preaent lnela, 

and the willillpeaa of peoplea to bear their &d4e4 

bu:rdena will be aorely tenet, b-.e of the drain Oil 

treaauriea of the preaent armuet raoe, whloh 1a 

paralrsing aotiYltf except in certain araa-t iD4ue­

triea and grinding huaanity down to & lower ~ttandar4 of 

11Yiq eo t hat financial authori Uea w111 fall to u.ia­

tain ao11nd pollolea. 

8 

• 
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Tbere ie one cDGeol&Uon in that a fn •ODtb.a 

of araaaent effort at tbe rate it ie going now -., .ate 

tbe etate•en .are willing to do that li tile aaOWlt of 

yielding that ur be inrritable if there 1e to be no 

war. O~triee will be faced with a ohoioe of doinr 

thie, or of reaorting to forced oonYereiona, capital 

lniee, and ao on·, in or_der to ••n the billa. Tha fir at 

alternathe _,. not bring out aa 11110h reeentlllent in 

the people aa the latter. 

Tbe weekneea of the Italian aoon011io ei tuation 1a 

realised onlr too well bf •1 Italian friends, who most 

deoidedl7 do not want to be drawn into a war by Germanr 

rran though a •111tary alliance 18 required b7 pr .. ent 

power politioa. Italr 1B still not truated u an all7 

b7 Germanr, and no ODe bel1rrea tbat Great Britain and 

:rrance are aoqu1r1ng TVJ' worth while frieda in the 

east, particul&rlr if ther loin banda with Rueeia. 

!bere 1B a eeeret hope on the part of almost nerr one tbat 

the Bri tieb .. ,. be able to exert enoU{IIl influence on 

the J'renoh a.n4 Poles to &Tart an open break. 

• 
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u .... iurt'-ble tllat aaon fra. tbe beg1uiq 

the Ullihel Uahe woulel be looll:ecl to fw 111p0rlaat aiel 

in the fiD.&D.Oing of an anU-:de -.r, if no reeu.ee 

ue i•ecliatelr realisable, anel w11ilt. capital liaUecl, 

ete.rling w-.11:, anel the anU-a:de oOUDtriea etrainecl to 

oatoh up with Oeraan &Del Italian ailitur equi~t. 

Oreclite woulcl be a~t troa the ~rt-I~t Baall: for 

obtailliag certain o~ocl1Uee; eeouriUea whiCih ue 

helcl on 1ihe AaeriO&D. autn bJ foreipere wou.lcl lla~e to 

be 11quicl&tecl or put up aa collateral for loane of a 

oharaoter that would oertainlJ etretoh Jolall.eon Law b&Da. 
!here would lill:elr be tr•encloua pre811ure 011. ua to 

abrogate the ·Johll.eon Law in order to perait ao111al 

floating of foreip lO&D.e on our aarltete for ailitur 

purpoeee, nen before all of the &boYe aethocla were ex­

baunecl. 1fi1ihout thie full eupporl, the alllee aoet 

Utelr oould not oarrr 011. a ~ th netll&l euooeee • 

.t.ooording to .,. friend a, th11re 1e ea.e salutary effeot 

OD Oeraanr bJ Aaerioan uatnr. BoweYer, ther do not 

expeot 011r eoonOIIio reprie&le and official crU1o1• 

e1 ther to bring the Oeraane to teraa or to oauae Bitler 

to be d1eplaoecl. !he UJliteel etatee •T be oallecl upoa 

to 

• 
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1io a14 o.r.aar 1a oo-.to rooOY•J' .... dar. I11 1o 

tbo op1aJ.oa of •r fr1•4e 11Jaa11 befon loac tbo Gcnaao 

th•••l••• 'rill b&Yo to Mko otopo 1Ja upr4 to tho1r 

oooa..to probl•, and 1ib&11 ia tho •-U• tho oahi4o 

pcnr•• oboul.d ltoop oalaJ 11h•• 1o oooo.&rqiq OY14•oo 

tbo11 o-aaa offiolalo, puUoul.ulr tbooo 1D tho fOUl• 

:taa1 r&Dita, uo uw ••ioaolr ooao.ao4 OYft tho o-trr•• 

o11111&Uoa, and uo ouao-'lf loolt1q for war• to aolYo 

their probl-.. 

DD SIO!IO:JS SIGH! !0 IUYII, I:JCLUSift. 

D1LI'f 

BULLI!f. 

tJ 3 II 1 ~ ;1 ~ H 

0
'' '~' C Y(l.l 

Regraded Unclassified



12 

fhia aftcuoa the JWIIIII Jaa1 aaah11aat to hak apote 

fl'autlr to one of ., neutral f1'1.cla ,..,.,.n n MJ 

ne Re1obabaalt Prea14•11 bad fo11114 too INCla wort, be 8&14, 

ao4 laoted uper1enoe4 a .. htaot a for the Reiobellmlk 

1D Berlin aa well as for auob poah aa the 810Yak1an 

B&Dlt. It 1a eaa1er for 11be an •• to raoi te ~etr 

ideaa to Hitler tb&D 1t -• for Bobaobt, but there h 

a poorer orop of ideaa. !be BaDt baa a good u:ob&Dge 

aan in Plalll, bu.t be do .. o:ot II&Ye tu Yiaioo oeo .. aarr 

t o bea4 the o•tral (o.teatoo). Reo.-end&Uon wu -.Ale 

by ., friend for r-lliq to the Retohab&Dk of Bl .. aiq, 

who -• the beat lDlderatudr of lohaoht and eo has now 

bee eqaced bf Unilner &I the seoeral unager for a.r.&nf• 

file &boY-ent1one4 J'OlDlS Jalli &114 hie friada 

bel1ne tll&t the BIS offer a tb• ~etr beat oootaot w1 ~ 

the outa14a world. fur -.t t o II&Ye :capable repr ... 

aentaUna 1n the BIS 1Jl order to brMlt the •r for 

approach to aore noraal buaineae ao4 aonetarr relat10111 

wUh the 111pertaot oO\Dltri .. of ~· world, 

1 bad taU:• with !rip of the Jfetharl&Dda, B&olrii'"D 

&114 Weber of 8w1taerlan4, &D4 .raua• of B•lc1-. ao4 

bad opport1Dl1tr to 41aou .. the queat1011 of tripartite 

ooal\&ltat1oaa 1Jl tu n•t of ~ upcm ocmtrol of aon•r ... 

• 
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u4 aad:na. Oil l'rid&J I hal. che 1io Rueff 1A ~he rrcab 

Kinle~rr of ftllaaoe an 0%&1 •~rr of •r UDdare~anding 

of the Allerioan Tina in ~hh np.rd. 

War 1e not expeo~ed bf Preelde'\ Tll P• Should ~hera 

be a war, wUh i•ed1ata i.Jll'aelOD of the J:etherlanda, 

anr plane 110uld tall nat. Should Ule neu~ral.Ur of ~ha 

J:etherlande be r .. peried, fllll power• fo* ~he Go•ernact 

~o do the uo .. earr would lmdoub~e4lr be requeated an4 

gran~e4 i-'la~ely. Should a ~opean war break out, 

Trip aeea ~he earlr poaaibilitr of h&1'1Dg ~o let aurrcoiea • 
fluo~uate tor a while a~ lead. Ha aald ~ba~ ~reaaurlea 

ot European oountriaa could not afford ~o ••• ~heir etooka 

of gold riak being axnaua~a4 in a tu~ile dafenaa of a 

fixed ra~a during ~· flra~ waeka of war 0% ~he illpod ~ 1oD 

of exob&Dca oon~rol. 

Rel'ift UDder the TriparU~e Acre••~ would. be neoee­

aUa~ed br eUher al.~ern&UTe, and if ~hie accord 1B ~o 

aur•h•, u aigh~ be uoeaearr ~o aodltf U. 

Preaident Trip par~ioularlr eJPreaaed appreo1a~1on 

~at speedy aDd oont:l.dcUal aetho4a of oonaul~auon are 

opsn ~o our .. ,.eral monetary authorUlea, whiab in ~ha 

nent of an •erccOJ should oertai.Jllf be utlllaed. 

The aeD~iae~ expreaaa4 in ~he preoediDC paragraph 

1a ah&red bJ' ~ha Belgian aD4 Sriaa Oe~ral bankers. 

De 

.. 
• 
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tu •'iiertU• la ewuaa1U4 •..U pn..alr Ill&•• UUlo 

oeaoo f• ._,laC AMrlMD oeoutu .. , la n• of \llou 
\ 

al%-.4r lUI• pl4 11114 4ollU bold.Sal•• lpeolal )12 ...... 

Uoao w1 ~ .aautou 'ballko lt.ol'laC ttrloo .. --. ban ~-­

'u• '• ooo ~ .. , oboal4 lwUaorlu4 bo lllnA .. ~·•• 

f\m4o oboal4 BO' gn a'• Go:rau llu4o • 

.JUDo 18 lllao bOa on as 'llo .. '- for 'llo JLut ••-'lac 
of 'bo BU. 

111'11. rop%4 '' 'olii%U Jo. Ill of ll&r S, a P•••, 

fHa 'bo Dope'••', I u oalllq ca 'lt.o JCIUIAIDD 

oa ~· ,.~ of II&)". 

DD OIIAOJI. 

BULLift. 

' U 3 ~ I -l ~~ \ 1\ 
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London 

DatEd May 9 1 1939 

Rtc ' d 2 : 12 p . m. 
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SEc~Etary or Stat£ , 

647, ~ay 9, 7 p . m • 

• ' OR TREASlJaY ?ROM BUTTERWORTH. 

~'hE '' f E£11nr;" in thE city continuEs btttEr today. 

It is uut mainly t o thE absEncE of untoward political • 

dEVElopmEnts but also thE rEduotion .in thE numb Er of 

unEmployEd by 82000, an amount slightly grEat Er than 

thE normal Apr i l sEasonal dEclinE, has had an Encouragi ng 

EffEct . ThtrE has btEn somE insti tuti onal buying of 

gilt-EdgEd sEcuri ti Es and war loan tor ExamplE apprEciatEd 

to 92- 9/16. ThE only rEal buying of EquitiEs cam£ from 
I 

thE provi ncEs . But c i ty sEntimEnt is acutEly sEnsitivE and 

could bE turnEd by tvtnts rapi dly and dtcidtdly. 

ThE inactivi ty i n thE forEign ExchangE markEt 

continuEs and thE Bri t i sh authoritiEs movEd thE forward 

dollar ratE to l - 3/8 on a comparativElY small mar kEt . 

Cold was fixEd at a sli ght di scount and or thE 186 bars 

sold 116 wErE marrj Ed and thE Briti sh fund gavE a small 

quantity. BuyErs wErE pro- ratEd on a 50 pEr cEnt basis. 

KENNEDY 
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A portion ot 
this tElEgro.m must b E 
closEly paraphrasEd bE­
forE bEing communicatEd 
to anyonE . (C) 

SEcrEtary of StatE , 

Washinaton. 

334, Uay 9 , 6 P• ·mo (GRAY) 

BERLIN 

DatEd Kay 9 1 1939 

Rto ' d 4 :25 P• m. 

NumbEr 25 . FOR TREASURY FRO!.! HEATH . 

ThE total "disclosEd" dEbt of thE REich nt thE End 

!6 

of FEbrUAry 1939 stood at 29,537,000, 000 marks an incrtas£ 

of 10,439
1
000, 000 marks tor thE ~irst tlEvtn months of thE 

fiscal yEar Ending Apri l 1 , 1939 . 

Not all thE incrEasE, howEvEr, rEprEsEnts govtrnm£nt 

borrowing. Somt 459,000, 000 of 4- l/2% bon~s WErE issuEd 

in Ptbruary i n ExchangE for Austrian bonds . In JunE 1938 

thErE was a s1m1lar convErsion of 367, 000, 000 marks of 

Austrian bonds takEn from thE Austrian National Bank. 

ThE ntt "disclosEd" borrowings of thE govErnmEnt for thE 

first ElEVEn months ot thE fiscal yEar wErE thErEforE 

around 9,6oo,ooo, ooo, ooo marks. 

Including thE 459, 000, 000 for thE convErsion of 

Austrian bonds thE adisclostd dEbt" incrEasE in FEbruary 

was 1 , 428
1
000, 000 marks. ThErE was a nEt incrtas£ of 

330.000, 000 • 
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2-#334, Prom Berlin, Uay 9 1 6p. m. 

330,000,000 mnrks in other long tcnn debt mninly 

(328 ,000, 000 marks) of 4-1/2~ bonds privnttly issued to 

savincs institutions and insur~nct companies . The net 

increase in short term debt was G39 , 000, 000 marks . Of 

this incrcaoe SOr.!E 539,000, 000 marks wa~ in the form ot 

treasury bills solQ on thE money market . 

Pinal returns show thE Rticho revenues from customD 

dutiEs nnd taxcn for the fiscnl year ended Uarch 31 , 1930 

as 7, 690, 000, 000 marko as compared with 13 ,958 ,000, 000 

mnrks for thE prECEding fisc~l period nn increase ot 

3 , 7~1000,000 marks or rOllghly 27%. 

The above figures omit thE receipts !'rom the punitive 

lEViES on the Jewish community which to date hnvt brouzbt 

in some 500, 000, 000 marks brin3ing total tax revenue to 

18, 190, 000, 000 marks . 

It is to be remembered, however, thnt a portion of 

tbt Reiche t ax ~Evtnuts arE paid over to the provincial 

and municipal governments . No calcula tions as to thE 

sharE of the provinces and municipalitiEs in Rt1cho tax 

rcvcnuco for the fiscal year juot endEd havE bEEn publiahtd 

but 11: ia aosumcd tbnt it vtas in the neighborhood of 

2 , 800, 000, 000 marks . 
llo 

• 
• 
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3- #334, From Berlin, Kay 9 1 6p0 m. 

No fiaurts have been published in rtccnt years as to 

thE miGctllancous revenues of tht Reich from ownErship or 

participation in industrial enterprises , railroads , lands, 

forests, profits on mintage or coin, excess earnings of 

Rtichsbank, ct cEtEra, but it is assumtd that last yEar 

thEy exceeded 1 , 000, 000, 000 marks. From availablE data 

it may bE estimatEd that during thE fiscal pEriod just 

t ndtd thE REich spEnt somEthing in EXCESS of 26,000, 000,000 

marks. 

ThE revenue for these expenditurEs came from thE 

following sourcEs . 

Net tax revenues (after deduction of contributions 

to thE municipalities and provinces) roughly 15 . 4 billion 

marks. 

Public borrowing (estimating k&rch borrowing at 

700,000, 000 marks but not counting some 825, 000,000 of 

marks worth of ~onds issued in ~xohangE for Austrian 

obligations) 10. 2 billion marks . 

~isctllancous revenues of thE Reich 1 , 000, 000, 000 

marks. 

Total 26. 6 bi~lion marks . (END GRAY) 
.. 

' . 

• 
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........ , U e .. e .,.., p:rol!Qlo ~t ·~-.cUtvoe 

aotual.lJ n::ro ooulduulJ luPI' t!laa thlet fo:r -. 

thtac, aooe:r41ac to Tutou :report., thee 11ao boa 

h144e bo:r:rowlJIC oa tho put of the Relok da:rU., the 

put eiz aODthe 1ll the fora ot ao:ro of a 4ol&J 1ll paJbc 
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Stcrrtnry of StatE, 

1/ashington. 

6•5, Ma:r 91 6 p. m. 

OIUY 

London 

DatEd Ma;r 91 

REO I d '1 p ;ali 

20 

STRICTLY CONFIDENTIAL FOR TREASURY FROM Btl'I'TERIYORTI!. 

On£ . ThE ChancEllor of thE ExchEquEr i n thE coursE of 

a spEECh last night beforE thE British BankErs ' Association 

mad£ thE following signifi cant statEmEnt: 

"REarmamEnt must havE priority but subjEct to 

this condition bEing satisfi Ed I stand for thE vi ew that 

thE ltes normal economic arrang~tnta arE dislocatEd thE 

b EttEr for the prEsEnt and thE futurE . Control of forEign 

borrowing is a vEry good examplE of a type of problem 

with which thE Govtrnmznt is facEd in thE prtstnt 

t~oEptional timEs . If wE wtrE at war controls on thE 

countr:r ' a Economic lift would ntcEssarily havE to bE mort 

complEtE . But conditions today art so far trom normal 

that thE country nEEds som£ of tb£ rtstraints which war 

t imr controls would i mpEriously imposE. Imports arE 

inEvitably incrEasEd and EXports dEcrEasEd by thE claims 

of r1armamtnt . ThE main avEnUES through which capi tal 

might flow abroad arE EffEC~ivEly controllEd by thE 
ForEign 
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- 2- #645, May 9; 6 p. m& , from London ' 

ForEign Transactions Advi sory CommittEE . That Committct ' s 

work, wi t hout statutory authority using its influtnct 

mErEly bEcausE thEr E is a high spirit of undErstandi ng 

and good sEnsE in thE city, is widEl y approvEd by thE 

busi nEsS communi ty. But privatE purchasEs of forei gn 

stcuritits could if not r EstrainEd amount to a vEry 

considErablE drain on our capital . ThEy can bE stoppEd 

complEtEly only by mtasurts of inspection , rEgistrati on 

and control, all of thEm vEry hampEring and vEry undEsirablE 

i f thEy can bE avoi d Ed . ThEY arE mEasurEs which for my 

part I would bE vtry r Eluctant to imposE unless thE nEEd 

for thEm i s proved, ThE principlE on which wE havE workEd 

at thE Trtaaury is that wE would only sttk powEr from 

Parli amEnt to impost prohibitions whEntvtr that was tht 

only way of attaini ng a ntctssary objtct without excEption 

or without excessivE cost . ThE grEat institutions rtprEsEntt 

by you tonight could by an organizEd Effort ExErt a 

gr eat and btntficiEnt influEncE. If that is donE I 

hopE i t will bt possiblE to continuE to avoi d imposing 

f ormal rEstrictions which cErtainly \'till bE found to bE 

vEr~ galling and vEry inconvEni Ent to a great numbEr of 

ptoplto It dots not really dtptnd on thE Govtrnmtnt ; i t 

dEpEnds on tht coopEration which I am surE wt will get 

from thosE who advisE and control thE subjtct of privatt 

c i tiztna' invtstmtnts . " 
Two. 
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- 3- #645
1 

May 9, 6 p . m., from London. 

Two . As pointEd out in tb£ memorandum on "British 

borrovting . to f i nancE armaments" of March 311 thE outlook 

her£ points dEfini tEly towards thE economic and f i nancial 

mobilization of GrEat Bri tain and mob111zat1cn without 

regulation and control in somE form is impossiblE . 

ThE establishment of a ministry of supply, rEportEd 

in my 525, April 20, 6 p . m., is a concretE stEp in this 

dEvelopment . The fact that thE ministry will h3vE wider 

lEga). powErs than thE dutiEs i nitio.lly assignEd to it , 

nEvErthElEss , is illustro.tivt of the procESS by which 

very slowly but surely controls art being imposEd and 

put into effect . 

The adopt ion of the conscription scheme as rEported 

in my No . 563 of April 26 1 6 p. m., though it is limited 

to six months training of mEn 20 and 21 yEars of agE, 

marks a dEfinitE chengE of policy which may provE thE 

opening wEdgE to morE gEnEral rEgulation of man powEr. 
lnm4n4 

In any casE by wi thdrawing somE two/thousand mEn for a six 

months pEriod from thE labor market it brings nearer thE 

day Ythen " full tmpl oymEnt" could bE reachEd. 

ThE mathematical extEnt of tht pounds 380,oOo,ooo 
arms borrovting in the currEnt f iscal year nEEd not 

theorEtically or nEcEssarily product a condition of 

inflation i n viEw of thE extent of unemployment of both 

labor 
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labor nnd induatr inl capacity. Althoueh unemploymEnt 

has bttn dtolin1ng fairly rapidly sincE thE bEginning 

of th£ ytar thE numbEr of rEgisttrtd unEmployEd otill 

aggrEgntts on£ million six hundrtd forty- four thousand. 

This numbtr will or cours£ b£ furthEr rtductd as 

conscription is put into tffEct and tht nmount by which 

labor rrUl bE absorbEd in thE fighting forcEs will hnvE a 

dirEct tfi'tct on thE ltngth of timE btfort "full 

tmplnymtnt" could obtaino But in any casL bEforE a gEntrnl 

labor shortagE should dtvElop acutt bottltntcks art liktly 

to npptar which will product vrhnt might b£ ttrmEd a 

spotty infln tionary Efftct end will a lso of coursE 

rtndtr th£ smooth dEvElopmEnt of thE a rms production 

program diff icult . Th t priority powtrs to bE includEd in 

thE Ministry of Supply Bill furnishEd on£ mEthod of 

mt Eting thESE difficultiEs but it may also bEcomE imptrativt 

a t somE stagE t o introduct rEstraints on consumption of 

nontsstntials . ThE automobilE horsEpOwEr tax imposEd in 

this ytnr ' s budgEt was no doubt dEsignEd to rEdUCE 

nonEssEntial gas consumption nnd motorcar production 

thus frEEing skilltd labor for th£ Expanding aircraft 

industry. Howtvtr 1 i n duE coursE thE qutotion mny arisE 

a s to whEthEr thE tox mEthod of curtniling consumption 

is 
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- 5- #6451 Me.y 9• 6 p.m•• rrom Londono 

ie not too gtnEral in i ts effect and conscqutntly whEthEr 

i t oan bt sufficiEntly aElEctivt to mEEt fully thE 

r cquirtmtnts i n thE d cvtloping situation. 

It is bEcoming i ncrEasingly cltnr t hat thE trade 

balnnct pos i tion constitutEs a ~jor problEm. On£ 

indication of thE concErn with wbioh this problEm 1s 

rEgardEd i s thE Effort bti ng mndt by tht British 

GovErnmEnt to incrEasE manufactured exports , o~Er ttn 

pcr cEnt of which arE i nci dEntally nou covErEd by thE 

cxport crEdit guarantEEs . AnothEr indication i ·s Simon' s 

statEmEnt that British rEsidEnts should rEfrain from 

exporting any furthtr capital which amounts to yEt anothEr 

"rEqUEst rEstriction" by which Bri t i sh financ E is b Eing 

subjEctEd to GovErnmEnt control . It might havE bEEn 

thought that thE Bri tish Govtrnmcnt would b E rEluctant 

to 1mpoac this parti cular r Eatri ction espEci ally i nsofar 

cs 3riti sh ocp1tcl nov lEavi ng t his country is buildi ng 

up a rEsErvE of ovtraECs e.sstts nhich would bE avnilablt 

in thE Evcnt of vtor and consequently thE CbnnoEllor of 

ExchtquEr ' a sto.tcmEnt undErlines thE importo.no.t hE novt 

attachEs to thE bo.lonc£ of paymtnts position. ThE stat£ 

of thE money markEt i s of coursE a lso a rector. 

SomE 
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- 6- #645 , Moy 91 6 p . m., from London. 

Some ideo of thE possiblE extent of thE import 

neEdS which thE British GovErnment tnvioogcs i s suggested 

by on offhand stotEmtnt modE in o privotE conversation Ytith 

t hE Uni tEd Stotts Mili tary AttochE by the Minister of 

War on April 7 . Hoar e Btli sho eni d that in about 

a ycor Bri tai n ~ould be confronted with insuperablE 

di ffi cultiES i n finding exchange to purchnsE Ameri can 

indus tri al produ~ts inci dEnt to ropid rcnrmnmtnt ; thE 

dollar valuE would bE bound to fall along v:i th thE 

sto.ndord of living in British GovernmEnt nnd hE f oresaw 

a bod t i m£ in thESE respects in 1940. It should bE 

oo.id that i n m!lking t his statement hE Vlt\9 a ssuming tht\t 

war <~ould not brtt\kout during the period referrEd to. 

ThreE. ThE t\bOVE observat i ons apply to what i s 

noY: being Clllltd a condition of "ncor "or" . ThE longer 

this condi tion endures thE mort ni ll i t i nevi tably gro~ 

to res tmblt thE condi t i ona of wt\r i ts Elf . lltvcrthtltss, 

therE will bE rctc.intd a number of fcnturts in thE 

British economic Qnd cspccit\lly in t he finQnci t\1 system 

which 1'/0Uld bE immtdiot cly al tered on the outbreak of 

a war. In virn of Britain's cxpcricnc£ in 1914-18 and 

because hEr pot ential adversaries art already completely 

organized on t\ war footing thErE i s no doubt tho t British 

finance and i ndustr y r1ould bt illllltd1at£ly placed on a 

totalitarian 
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totalitarian badso IndEEd thE "stcrEt" pnpEr prtparot1on 

i s alrtody outlinEd nnd lorgtly complttEd; tor txomplE, 

a ministry for Economic ~orfort is to bE sEt up on tht 

outbrEak of o wor and mony of my friEnds in tht ci ty 

hovE bEEn nssigntd to it and art quittly tngagtd in 

thEir sporE t1mE in fomiliarizing thEmBElvts with thtir 

possiblE dutiEs o 

ThE pr1mory a~ for nb1ch such a totalitarion 

Economy would bE dEsignEd such as thE obtaining of 

ormtll'IEnts and tsstntiol civilian suppliEs rrould noturolly 

Entail cErtain sEcondary nEcEssitiEs . In spit£ of 

thE immtosurnbly lorgtr forEign asstts of Grtat Britain 

• and FrancE as comportd with thE Axis countriEs thE dtsirE 

to kEEP tht advErsE trod£ bolnnoE as lovt ns possiblE 

would givt risE to o plonnEd ond dEfinitE txport poli cy 

as wEll as rationEd 1mports 0 Whtr£VEr EssEntial war 

nEEds did not monopolizE industrial capacity in GrEet 

Britoin production for Export would bE concEntrntEd 

upon and rtgimEntotion to thE End would bE and1rtGkED 

wJth tht British GovErnmEnt , for txomplt1 ordEring 

producErs to turn out givEn products and Export thEm 

at givEn prieta , with or without subsidiEs . Tht impoct 

of what would bt o virtual Rusaian trading systEm would 

hovE far rEoob1ng· tffEct on AmErican trodE o Though this 

thrust 
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thrust into Export markEts would of nEcEssity bt limitEd 

in thE cos£ of many industriEs by prEoccupation with 

armamEnt production, it would for that very rtason b£ 

thc mort intrns£ in thosE fitlds whErE a surplus 

could b£ producEd o.nd would b£ accentuatEd by thE prrssurt 

tor f orEign cxchnngE from current transactions which 

would bc rtgordcd from thE firs t as of paramount 

importanCE and would 03SUME incrEO.Oi Dg imp~rtor.c E OS 

rcsrrvts of forEign ass Ets wErE rtoliztd and tb£ 

invisiblE Export incomE fr om thcm was curtai lEd. ThE 

drasti c naturE of such a Bri t ish thrust for Exports 

and i ts tffcct on our tradE consti tutEs a contingEncy 

which might wEll b£ born£ in mind whEn arranging any 

assistancE in thE way of l i quidi zi ng British ass rts in 

thE UnitEd Stotts . 

Pour. A rElatEd quEstion i s that of pri ority 

of disposal. ·7hcrto.s thE British would no doubt prEfEr 

to us£ first thE holdinGS of thcir nat i onals in dollar 

sEcurities (and in duE coursE of Canadi an and Soubh 

Amtr1con bonds) thEy will b£ rEluctant to part with such 

dirEct i nvEstmEnts i n thE Uni tEd Stotts , Cono.da and 

South AMErica o.s thE i nsuronct, 

branch nonuto.cturing businEssEs 

publi c utility ond 

controllEd by Br1tis~ -inttrt:SCs , 
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inttr~3ts 1 ESpEcially if thty f ind that tht1r aaat~ 

must b£ sold rathEr than pltdgEd aa atour1ty again~! 

loans . It would stEm that th£ fact that d1rtot 

invEstmEnts and Equity sharEs 1n British controllEd 

companiEs WErE not mobili ZEd i n 1915- 18 should not 

prEcludE our affording cartful consi dEration whEthtr, 

in our intErEst, priority on a purchasEs basi s should 

not bt givtn to such invEstmEnt in any soh~£ for th£ 

provision of British purchasing ~owEr in tht Uni tEd 

Statts . ThE Ambassador particularly suggtsts that 
• this aspEct of thE problEm bE wEighEd. A mEmorandum 

has bEEn prEparEd Estimating thE Exttnt and analyzing 

thE naturE of British ovErsEas assEts and i t goEs forward 

in ntxt pouch. 

· FivE . Incidentally I havE thE imprEssion that it is 

gtntrally assumtd htrE that thE UnitEd Statts bas an 

unlimitEd capacity to producE not only various raw matErials 

but also industrial products ~hich could bE drawn on 

in tht EVEnt of war and that littlE considEration bas bEEn 

givEn htrE to thE fact that on thE outbrEak of a war our 

own armamtnt program would bE 1.um£d1at tly pushEd to thE 

forEground and thE quEstion of rationing our capacity, 

as bEtwEEn our o1m nEEcis and tbos E of suoh fordgn produotre 

ae Britai n and FrancE, would inEvitably and acuttly ar11E 

in many instancts. 

DDII11LP 
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FOREWORD 

n .. occomponying pion is 0 "'•ilion of the pion for iodustriol 
1nobilizatjon 1ubmitted by the \Var Department ID 1931 to the War 
Polide. Commi88ion appointed under the aulhorit.y of Publie l.tHJo. 
lulion No. 98, Seventy-first. CongretJ~~, aecond aess:ion, a.nd publis.bed 
in j"rL 2 of the hearings before tful COrnmi•ion. 

• 'ho J\Miotont Secretary of \Voris cht1rpl by cxistin_g legislation 
witl1 tho rosponsibiliity for assurtulce of adequate prov1sion fcJI' the 
mobiliu tion of mut4Sriel and industria l organiuttion essential to wa.r· 
1ime needs. H owe·;e.r, he has not the necM&ary authori~ to deel 
with questions relative to ma.tkrie.l except thoeo pe.r:taining to the 
Army. The Novy Department is u vitally interested in tbis problem 
os ;, the Wor Deportmeot ond it ;, -ry thot tbe needs of the 
lWO Dtperuntnta be eoordinated, in order that. then be. prope:r plan· 
ning. Through joint administntive action the neceaary Ooordina· 
tion h .. beon provided for by tbe llltlblillbment of the Army and 
Navy Munitions Board~ 

ln formulating this pla.o, there ha\•e boe.n t•ken into considention 
.Ju~ reoomme.ndalions of the. War Policies Commission of March 51 • 
JD32, and the pro,•isions of B. R. 6529 1035, which passed tllo 
lloul!4 of llcp......,.,tatives, was omendod by tl>a Special Committeo 
on l1westigttt1on of the Munitions Indust ry of the Senate, and rccom­
mt nd(ld for pnssoge l?y- the above sJ)CC!inl committee, the Senate MiJi-
tury Aff~tirs and the Se.Mt.e Finance Committees. 

'fhe tendency to overempbas.ize admlnistrati \'O eflid.e.ney and under­
•mphaoi.., nationol d'ec:ti\'1lD... bao been guarded ogam..t. Tho 
objtctive of ony warring notioo is •ictory1 immediate and oompl­
lL- is ton~inble that a war mi2bt be COfl<luettd -.·ith such put r. 
~·rd for indi•idual justice ancf adminiitfttive ellicieocy as to make 
unlWIII!Sible tha&e eflls whose e2·istenee in put wars is well known. 
It u olio eon<eivable that tho outoome of a ... r oo oooducted might 
be dtfoot.. In oil plans for prepo...dn.,.. OJ>d polici .. "' be j>W'8Ued 
in event. of war it must nenr tie onrlookf!d that. v.·hile eftic.1ency in 
war i1 deairable, efl'ectiveness is maud"tory. 

v 
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INTRODUCTION 

1. JJJatoriGal aUtdL. 
Compllcalecl -:eo- ol>d mocbinoo .,.. ueocl up rapidJr in war. 

Armioo ol>d oariot' mlllt- only bo ...U oupplied initially bot 
maintaw>co m• bo odequata ol>d oootio--. Thus. t.be -
of a modern JlchU,. fore& is dindly and immediat.fy doptJtdont 
upon t.be ability of tile nation's ....,.. ..... to •tiafy promptly ita ,... 
quirementa in munitioaa. lD addition, t.brouahout. the duration of 
the war tho na~on mllllt continue to prondo all the material thingw 
upon which the health ol>d woll-beingof ita population depond. Wlr 
is no longer simply a battle botw .. n armed forooa in tho field-it io 
a struggle in which each side strives to bring to boar agai~ tho 
Memy-tllo coordinated power of every indindual and every material 
.-ource at ita command. Tho conflict oxtenda from tho oolclier in 
tlle ,_ forward line to t.be humbleot cititen in tbo rtm0test bamlot 
int.be ....... 

Prior to 181t t.be tremendons inJiuonce that indu>trial ol>d ...,. 
nanic raecora woWd exert in modem war wu bot dimlyapprociatod. 
Sinoo the World War, however, many thO<II!htlullllldenla bave de­
voted to u- oubj- a great amount of Judy ol>d .......-eh. £,.. 
baUIIive account& of a1mOot ••UJ' kind of indlllltrial and ooonomic 
actin(f in that war.,.. now avai .. ble. Theae "'"e u a basis for tbe 
deduct•on of principles applicable to tho economic and indu>trial 
pbues of mndem wilrfan>. 

The induotria! experiencee of moot of tho greAt belligerent nations 
during th& World War were in many important P.Qrtieulan strik· 
ingly oimilar. The following obearvationo apply with almoot equal 
to...., to each of th- countnM: 

Adequate pronaion to.sup]!IJI: tbe muniUona needed by tho armies 
in boltle for more than a &net period of time bad not boon modo. 
n.. amount. of ammuni~on and ..,~,. coaowned daily on the 
battklield far ueoeded pre-war ootim 

I~ ..-..quickly found .-.y to begin exercising a governmental 
eontrol .,..r the _,tial ... ,. material~; labor, po..-v, transportation 
&yBtemo, ol>d prod...,- facilities, and to cliri>c:t tbeir use lor thooo 
.,.,.,_. wbiell wool~ moot t.be immediate needs of tho NaUon 
ua whole. 

Violent dietuzbancee of prevailing pri .. le<ela oecurrod and 1!0•· 
ernment&l mM.IU.f'M: to fix or controrprioee became necessary. '.rJleea 
measures varied both in scope. and kind in different countries. 

The adminiettativa macliinery for controlling national induetry 
wu t10t up u a ""parato and independent g<!•tmmanW ageooy, 
directly reaponaible to the supreme execuUve heed of the state. 

Ic wu found tbat a hia:h notional morale wu needed to sec:.uro 
ooordinated don. by a wliole population. Hetbode adopted "' di­
rect and oooc..ol the """""""' of tbe country bad to apj>eal to the 
people u ~. fair, reasonable, and d.ctive. 

'T• • .._ NMdU.. \M-..........,. t.,.,.,r ... ._~._ .._.._,... . ...,_--. 
~ ....... .._, ... dllt Ks~. 

"' 

• 
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The indo!!lri&l and .eonomic f•bric of tho onem1 wu atlodod;. 
,,. 'bl• vray. (The Allies did this by phY"'cal ~loc1todo 11111 
~~~pon 1.e.ulr~tl conntries; the Ctntral Powers dad 1t by Ia~ 
I g suhmarine.attaeks on enemy sea oomrne.rce.) 
111 Methodt u91<1 to diroctthe indu!!l rial elfoa:t ~ad to be ut<>mpOriooJ 
io tho boat of ron6id. The folly ~f. ptnmttang a oountrr to, dri!t 
into wv .ilhout hariJ:lg made. pro1'lii0R (or prompt, mobiU&atioQ tl 
ind wu b~t hi>mo to tho ptOplo and to thell' lo.dero. n, 
Alli<d"'"lialioos ., • .., aft<!. initi•llr at ltut, from di-rouo _., 
btcau,." tho ..-y throiiJ!h a lila! failurt1 ..-as unablo to take fd 
ad•-.ntago of tho ~itnation. Specafically, m the .... of !be Un ... 
Slaw grne toU!Ie(lUtllctS during 1he prcQatat~ry and transiticaa 

11ui0ds wero aYoidc'<l ~au..<e of tl>o protection gaven by ,tho •"!'* 
and nu•ies or our t.ll)l'@. In m•ny cn9e8t howeYe.r, tmpro~ 
1Dflhods ..,.f:~ unable to P""V'tllt t il ran~ran~ and delayt in JU'Ocan. 

in« muni•Klnl or to JU'txtnt profitetnng 1n some quarte~ aM 
u:IIDK'Ni&ry wftrin~ in others. 

Si-lho World War ... h of tho major JlO"'"" has a~mpled 1o 
defise a sy5tem undtr •hich1 in che e'-ent of another war, the!'~!" 
tition of its industrial mistakes of 1914-18 could be &Toidtd, 11 
material moureea rnllied to tho Nation'& support with the miuimu 
of dt.lay and H~ muimum of e.tr~t h·tntll!, ~tnd post-war rooorutruc. 
lion faciJil&ted. 

The tbairmanof the War lnduotrito Boord of 1913 had the follow. 
mg to •r in hia 6naJ rtpott to the PrtOidtnt: 

~ mucla .or the "'"''••ion uptrie.-1 in eoiJtdiaar 
t~ "'PI'."'" lor lhl! war coold ha~ bten a<oided by a­
pamaakmg, t-horough. and rotll(H"the:nsi.'-a f.ftort on t.he, pan. 
of t1~ Oonrnment supply burtlll.!l to work out A program o1 
requu!'m~nls, t\·tn a Pf'OW'tUn tl"ntaUve in mliny of its detaik, 
tl.e.re •.• lllt1~ doubt. Thflt wd' " program wonld hne beeri 
txcttdmgly difFicult t.o frame iJ quitt. ct-.Uin."' 

r.q,..;.~ io modtrn ~r has dtmomtrated that lack of·~ 
planS fot> tndGilnal mobihzatton and for nW.ita r"'CW"tmtll& il 
abe !OQrtt.Of n.aft1 ~Til! in •ar, among whkh maiJ li.sted: 

'Dt•Jay Ill tl~~t proc:UI'flnellt o( I , · • 
haps e\~:! t

1
o tl•; point or j~pul\lit.in;:&;.,•;~1(~'tt;~ns, pet· 

and 1 .,,,0~~~ ~=~·'JI !>W~rproduccion on tho on~ hand 
ro Jtc-k of knowJ«f .n 11 Her.ns on tl~ ocJu~r l'ff!lulttd d11 
l>Hd<d. ~ OOflttnung the amount of supp!ioo 

tdj;o ~~r d.\'!n::..""' of. tho load dae to lad: of Jmo<r1. 
llanitions "'.:F. . (•) Con lo(ci"!'l pi..., for producti.., tl. 
110nation, (c) ;,fsic;..,. 030 "r'""• (6) ddliculti .. in t~ 
"""''"'"· 

0 ~•rcts, (d) IIJ>8et• in pn<t 
• Uneoordinated purc:l · b 

e.'te:' ollttrntndou.s amount~1:}llf Y 
1
r!'any Oovenllne.nt. ap­

Utloa IUMHI~ ~~~ .all'lloJVo' fPP ·~ eneour&_ging com__pe­
tla.r ID>I•djUMIIIfntS"J;.-;;.:. ... ~IK ll .. vtt•bly """'lting in lor· 

'""'•illhle "'--~. ··''"' llN<ture. ~"""'on of •ar'a «ooomic ~ 
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UfTBOOOCl'JOY IX 

Tho lore~ing ""ggest• the though~ thot thom should bo est&blieiiOCI 
unill or opooiolly qullifiod olll<ers of tho War 111d Navy Departmonto 
<lemtod in limo of 1""""' to studies or &uJ>J>Iy 1>rognuns lor probable 
military undertakil)l!ll. As these progr&nll woold-ah•-aya Ju:,.,. ~ bo 
baaod upon tho ability~ obtain the oup~li .. ootlin<d tho two Depan.­
menta ohoold bo roguired ~ go deeply mto a otudy ~~ tbo induotrial 
....,..,.. and ~bilitios of tbo oountry u tboy re1alo to war -u, 

Z. OuUIDe of proeuJ"ement problem.. 
Tho War and Nary DepartmonUI ha~ tho tuk, under tbo authority 

or Con- of buildinlr up a delensi ... otru<ture that will mob 
bootilo allac:k improbable. They ha.., a loo tbo duty of making all 
industrial prtparation pe.nnitted unde:r cut'T'e.nt co~ona1 policy 
that will, in tho evant. of attaekl contribute to tht de fiat of the enem,Y 
ltnd to tho olimination of t.hose pn.we.ntahl&uvila thut hav& made the11' 
appearance in aU past. wars. 

The task lntpoeed is no s:imp1e one. The problem oonsiste in making 
nJI tlu~ prearr&J~enta n~ry to insure r:B'ootiva uae of material 
resourct'll in "'a.r. The system evolved mutt incorporate the views of 
the Anny, the Navy, and of industf!- and mult.l't!Otin!- the approva_l 
or Congreea and of tho President.. Conotan~ otudy and reeeardl are 
demanded. I'N<o!time planning agenei .. for deriving a coordinated 
industrial plan are ....,tial lO ... ..,.. 

3. Induatr!al mobWu.tlon pJan... 
.Mobilizing a nation for war is &n invol\"!.d and i_ntricate prooea 

AdoquaUI promions must he made ~moe~ the .....,;t;;.,. of tho eivil­
ian population. 0\·e.r and abo\'& this aooompl_ishme.nt, peac:etim6 
armies and navitw must. be grealiJ expandMI, aquiP.pedt and maintained 
in ~;ufficienttl•·cngth to accomphsh tho defeat of tho hostile anui('5 and 
navies. Annod forces must 00 loft frao to ASI;ht- and must not be bur­
dened with any othe.r national responsibility {hat. wouJd tend to di"ert 
their attention {rom this basic muliion. 

Mobilization and maintenanoo of arniOCI fo.- meult in a d........., 
in tl>e number of eitiuns available for producti"' J>II1Jl0"'8 at tho 

time that a great incnase in tho ootput of product•"" ..,..blilh· 
mtnta is ~uirtd t.n order to provid& tb& ~I')' munitions in war. 
Two mtehoda are aY"ailable: First, to inci'M.flre the ~e \"'iume 
of output; IOCOI>d, to di~rt labor and raw materials from -tho produe­
tion of no,_ntial items to tho production of thoee thing» aboolu!tiy 
flK'eiiiSir-y to the succees:fuJ conduct of the •"ar. In a major conftict 
both methods must bo lll!Od. 

The United Statts is a!.Jru>st eelf-eontainod industrially. There 
exist within its borders in ample quantities tho labor, power, facilities, 
nnd, wiUt certain important exetptiona, a ll th& nw rn•te.rial necessary 
in war. P•rticul•rly il lhia statement true ae applied to the ~til 
mre.ngth in tnUl power. It is a.lmOt.i. impoesible to urume a situation 
whtre tho population would bo in danger of auf ering a<tuol hard­
s!>ipo in war due to a lack of pm><>nnel ~ produ<8 the .-ltifll! of 
hfo. In practice, therefore. it os cu!lomary to app-.h tho moboh!a· 
lion problem from tbo !Undpoint of ~:minin,c bow many men are 
eotimatecl to bo _..,. for tbo organization of military l.nd nan! 
uniUI UDder a giftD situation, ratbti than bow DW>J could eafely bo 

• 

I 
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. The abe ol 1hl armtd lorc:te to.l:!e niaod ~ the toli. 
10 orpnilf<L • h lhf would consume muntho.ns are den•ed fi'OIII 
matet1rt~.te it. wh'~n.e ,{nolmt or nu,terh1l that must be produeect ht 
joint ... '!j"i;. (oratl•asidiil<n'nt rrom) Utatprodu~ in._ 
•n 0''!-r .. ..:t .:'!sually referred to u the "'w•! load" on mdUBtry. 
<OIIIP~,. firA iouponanHitP inlho p,..pa.allon of a complete p1q 
u~ ~ .:nul ion is the dtttnuination of matutal,~ui:r&. 
~~ Amr and S••Y oeparo<ely in a<rordan<e wnh lhlir 

"""""'h .. war plano. • . h . hot de•• ~; _, 
Rtqui.rtmtntt for an\' a!iSUnle<l 11tUil10n ~'"lDg n ,~7"":':-:--t 

1 oo<t logicnl ot•p ;, lf>e de> .. lopmtnt ~r ltJectfic plano by which lhoe; 
j,:os ma~· -be JU'OiliJ)Liy JU'OCllred (rom uulustr)'. , 

Wht the rtq~irtn~tuts o£ tlte lll"tufd ror(:~s l!ld 0~\er l~Je.I~Citl hal'e 
t.t .k:mntnocl and the methods lor IIJe du!lr~buuon ol thts load to 
i..J':..m ba\"0 ~ ltloeked oul. lholhif!i..,.nt!al step of~ i..J .. 
uw niobiliulioa t>n>bltm beoonltS t\'ltlent, nz. to dtttrmmo tho 
... blotfottor 1be nr lood on ind"""• and to dt\"Oiop......,.. 
1ha1 willa....,. indU>try in al:s>rbinj! l)l>tlcied. • 

The esstntial t ltrnents of produ(ttOn at-e ra"" maten~a, labor, 
racilities,_ mnnagtmtnt, [)()Wer1 fi!lllnetS, und tranSJ):Ortataon. 'Ibe 
probletll 1110 assure t1~ most l'ftl.clt~llt uS& C-'f these thi"!P. 

Hniug (\titnniutd upon du~ prot'>er uses Cor mat.e.r1ala and •"· 
im, the llt.tl probl<m ,. bo..- to a.,.,.. that thty will be so U8ld. 
Plans fO< 1his mU!I bt ..,.,.,.._, dtfinit•, and pra«ieal. Mtebool! 
- be .... loptd Cor Ulilwng dkitotly I bo .... r powuw or tho 
Pt.oidel1, tho ao1hori1y likoly 10 ho accon:ltd by Conw-, the \IV· 

tinw. powtr of oomma.ndttrin~, and. aboft all, the force o·f pal& 
Qpinion. The t npport of pubhc Ollinion is 80 ~ntial that. an~ 
that ll\11)' ftJ)ptftliO the mlljority of the. ()t'Oillo RS unne4..'eM&ryt unhil1 
c1r unjust c~tuuoc be t~tnmued ln th0 l•ll•n.!!. 'J'h6 economic t>urdsts 
of .-~r mu~ lie l'quitaUly distrlbutt4.l. 'l~h\s ('.Otails a JU'OJ)f.r cont.Nl 
or tmm. a i>rol>lm '''" mus be ooh-.d ir profiteering is to be ~ 
l'thltd. and the ('()!( ~~ tht: "!' kept to tbt Minimum, 

To .do !-11 thHt tha~~ m. tune of ~·r 1rill nqaire a eontrol ui 
t"OOnhnauon of the: Nat~ocn f(()flOnUc rtSOUR"e$. .\hn tbtn baR 

!Jl'f'n d~'·tloped the mttiMXLs to be employed to m11ke t ffecti,.e the 
mdusuual. i.!OfiCroiJ tl!'" ha,•e bttn dttrtidt\1 upon u llfCef:leAI"J tht 
l tcXL iilrJl. l ~ to dNernunc. in .wlutt ndmiuirtnuh·e OOdifls t lte auth~rit~ 
ror C'Xt'l'l' ISUIJ: thttu sltouJd ~ l'flflO!it"f~, nnd h0,,. thf'r;e bodies shoal 
hrCr.NI(t t ,l1#-'f!her for efl!<·~~~~t •dmmi~ration • 

• • OlJ,"IIII&aUonaJ I)Jan JS untudt'd ro OJ..)trate unde.r leedm ui 
<oadiu001 ol lht lulurt and mu.t ........,nl• be I·N· • ··­
risioM. h is ~ L-- · · .Y ~ --•e to he ~ 
onlt ha • _ .rr. uu•r,l"r, to fo·l"t5ft its fflef_nti&J ~ • 
hi r 1 

• 1 ...,,..,..!"lny may bt dtfoniltly tStablishtd and rti.U.. 
~ fl!i .• wuh Olhtl r r IDIJ:IOrtant ~~'fnrit.~t urHferstood The lanniltc 
IIJ.'thC:Ie$ must • .iO ruake neces&try aarnw • . p •t• 
lbi! C~~AiliZal iOn lind functioninrr I ... ,lllell t8 ID pet()ft to riCIItltf 
oulbreak ol war ;.. O t 1C. co11t rvl body upon W 

'foswwnaritA.~; Tl1e foUo~i~ • 
J)lan Cor the rnobilization o( ni(J:::1~~!ie lht.Mieiltials of a con1pkee 

.. p '*'til'tMO./ p/OIIftilfg. • ' 

(I) Drctnomation of n~ltrial -~ · 
(2) Pfans for tbt PI'OC'U.rtlllie'nl O..._f~.'.re.tneh niB.. 

""'c requtremeot& 
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b. Pln.ttf for Mnlrol of econom;o f't-ltOffi"Crlt uml mobUIIalion tJf 
;,.d,,try. . . 

( 1) Dot~munauon of mouu,... to be Mlployad to inoure th• 
pro~r coordination a.nd UM or the Naliontiii'MOUroet. 

(2) P lano for the organiulion of adntlniotrotivo maehintry 
10 uecul6 t.bes8 control mM.tUI"''ll. 

Tho tXfl<Ution of the plans und.r (a) abo..,. Ia a .....,..,..bility of 
lho War and Na")' Do~IA, while the ......,lion ol plano wxltr 
(b) abo\"6 ia a rtapOilllbility of I he PrMi<lent., octlng throngh ourh 
agonoiea u ho and tho eongr.. may '"""bliah. 

• 
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PART I. PROCUR.;ltE!'IT PLA.\~'l:SO 

Sr.on<>>< A.. Otm.rN• o• POUCD'.S 

Procurem..,t planning is for the purpaoo of insuring tinl<'ly and 

orclerl.rproduetoon, fabf:iation, ~nd oupply of maltriaf roquiitd by 

the Army and Navy during a national entergency. 

1. Prlnclploa. 
All pia~ ~or procurt:mwt. are to be t..l!led upon the foUowing 

general pnncopl .. : 
a.. Provisions for procuring siOCkt o{ material, equipment and tup­

pHea in quantity,.. qu.ality, a1fd location mu~i. be m~tde Lo insure that 

e&stntia.l production beaina in the early mgee.of a oadooal eaner· 

gonq and thAt material roqW..mtnLI are «applied as pr<~~~~ptly u 

poo$ible. 
b. Army and NaVJ procurement. J)lanning mUJit be coordinated. 
c. Due co.WdtratJon ahall bo givon to the ......,tial n...U of U1e 

chil popnlation. 
tl. Tho leut "'*ible dioturban.., must bo caused in the nonual 

economic lile of the country. The production load must be inteJH. 

gently diotributed. 
<. Industrial fociliti .. ahall bo prorated for,.... the and o 

· · all ca.. where the ratio bettretn or 
the combined 

th•orofor or wbe:ro 

to the time. that allocation of facililits or ol materialt is 

the Arn~y or N .. yas prorided for in • abon,-'> DtJl"l1.­
may P.roooed with prccure.me.nt. plann.ing including the det1gna ... 

tion of faeaHtieiJ or sourcea of supply to rneet lt.s requ irtmcnts as nuiy 
bo d,.med deolrablo by such Dtpartment. If and when it bocom .. 

•Pli'U•nt that bolh DtpartmenLI desire to utilize the •me facilities 

tourees of supply, conflicting intere&t-4: of the t•o Depe.rtmf.nts 

will be referred to the authorized coordinating ragency. 
fl· Tho t.<o Department. may make diroct """ of walloc:ated 

faeililie. or of eommtrciaiiUpplies not dtAign~led for aUocation ~n· 
sueb time as atborta.ge denlopi, or at. bas been dttemuned 

Department or by a ooordinating a~ocy tor procurtmtnt. 

oh<>rlago w-ill develop, at •hieb time. alloeat,ion between the 

will be made. 
be oo eompe.titive p'I'OtUft-mtnt dort.l anMII!Ig GoT· 

I ernmtnt p11rcb•aoing agoneiH to eecure commodities or the outpnt of 
1 
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2 
r ·m;.s. iho ani1abili11 of .rhi<h h01 bton detormiDod bJ 111e.,.. 
.~noting agtn<! to be ,nadequato .r~r the oupply of c:ocnbu~ Dli!;. 

UlrtJ»tnllt or where oompthh''e efl'orte would be dttr1mtota) 
~:7beQo,·enune-nt'• interests: ln Jluch cl8t8 wbe.r:e commodititt or 
f 'Jjtitl have n~ bten pnw1ousJy allocated, req_uuoemente muat b& 
~ throoj;h the <OOrdiliJting ag<!"'Y an~ the dem~nc!t. of 01o lwo 
~~~.rill be filltd on the bull of m1htary pnor1ht11. 

• Copi<s of olllipt<H)' ordtn P.l•ood witb &ciliti,. a~locat<d ia 
•bolt or in part ohaD be 61«1 "'~h the agoocy ••t!>onud to ,. 
ordinate. tht utilization of industraal l'ftlOUn:tS. Obbptory orden 
~,.;rtd to be plaood on nnollocat<d l•dlit i .. must be c:Jeared lh....p 

tbll ngc'll<y. d . . • 
;. Each J)tpirtlllt nt. nmst fll'leet an troan Rpecaalawl proourt-

mrDt pm;ontW'l lor~~~ ln a ~.at!onl~l ~mergeney. . • , 
k. DuriP¥ ~' baLfM.'ID.wllh.~~dnstry di~ bE: mamtamod m order 

to (a.Jpilianw u1Clu&try 'tnth m1hlnX ~ificat1oos and othtr prub­
ltm& pt(Uliar 10 pi"'CC..'ftDttlt of munallonL 

ll cheio princcpt.. &ro lollo.r<d, it io belio<<d lhaL ouppli ....... 
qute to the -~~ oltbo Army and Navl will be forthcoming, "t 
port~;~nity for profitttring W111 be mimmized, and t.h6 economx 
l••rdoo of war will be equ•l•bly dU.tribut<d. 

2. Development of Army and Navy procurement plans. 
Tbt Armr tnd ~avy are ea.th ffli~lllib1e for their l"t*'~'·e pro. 

.. - pl.na. o-- of tho dif t...,... in organiut.ion, pJu. 
.U., J>"l«du~, &nd adminiotncion of p.....,.......nt fWICliont, dot 
•!'I- or. pmcu...-nl planning or 1/le t•o DopartmtniAI .U.or io 
~ parti<Uiaro.. IA<h 'D.portmonl .-gnius the followini ,.. 
tttllla\'~ ~ep&,ll.1 ~mg e..ntial to all procurtmeot plal\1: 

n.. Drttnntn1111on or types of equiJ>me.nt and o·f suppliet. 
b. Dt4:eoml!nat!on o[ rtquirtmtntH m time and qu11nhty. 
r. Determ~n·a~cm of SOUrce& or IIUP1Jly. 
tl. Detemunatton of procurement nlt.thod.s and procedure. 

3. C4ordlnalloo of p~onl planning. 
In ordtr to initialt and deqlop lbe _,. · nd d' . 

~n- to support the 1~ • I!""ICWS • . lrtd.lf"te _. 

ruft:mtnt al"fiYiliN of th t ofnnap&ts and 1n t'OOrdinate I"" 
MunitiOIL'f flo.nl hiL!I beeno t~~·e<l. ptlrtments, the Anuy and Nt'! 

4. EssenUal fo•tures of procurement planning 
'"' In oNitr lo t B'oct ordttl OOT • . · 

tialtly prodUC"tJon thuef y 'h ( lllh~n of Jrn.lu!>1 ry •nd to inlan 
<OOsidorotiM in 1-ula ':""'· I • ollo .. rng foatu,.. mall be Jim 

(J) Dfttrmiottioa o:f JH'O('Urtlotnt. pi~: 
(2) Otttnuination of :U""(o:c. rtqUII'f'rnen1& 

(3) .\IIOOition or industri:r ~ ~rJ>ply. 
n~ry for specifi r rode' l ~lf8 wh~re def.'rned to be 

l
~l Otittrir>tiOilS of manuf r> uctlo!l tu~s. 
~ Control or 1cqui!:itio Ad,lrt, 8P~-16cat1ons, llnd dra•'iogL 
6 Suitable «mtnct f 0 0 e88tnllal oommoditi• 

llftll!r(ls. orms to r_u.ee.t wartime procurtmdll 

(i) The allpO<JWioo of inspt<tion . . 
-.,. fo. expansion 1 and pcud!utDf. ~ 

O ptaCld.Jme Org&DlUb015-

.. 
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h. The im~ ud tho -.of tho conoidoration to bo ginn 
10 th- fMIU,._ clopon<j on tho particular I-to of eoeh DeportiDtnL 
llo ... ver, tho pomta of tnlenot 111 common to both tho War ud Nary 
J)i;p•u-tmonta are """"8"ised to bo aa follon: 

(I) PI'<HNI'Omim ~--Tho procuremon~ roquiro­
Dltllla of tacl1 of tho two Dtpa~la aro oalculatod 
by tho reopectl•• Deparinl<nt. When the tot.al procure­
mont "'JU.....,..nla have bot!~ computed bJiho War and 
Nary Departmtnla and a11-ooo of foeilitis io dooirecl1 
the reqwremcmta are made known to the A.nny ana 
Novy Muoitiono Board and form tho buia of tho coor­
dination of p1"0<11rtment planning by that agency. 

{2) s- •I "'''l'lv~Eacb Dopartment may eondud. such 
industria!IUrYt!O u appear to it deoirabl<. In uoi&n· 
ing tub to industrial planta in war, tare lbould bo 
lalltn where -ible, to leave a portion of tho oormal 
capacity of the plant for ordinary peacetime production. 
T1iiJI will facilitate readjuatment under pool-war oon. 
dilioos. 

(3) AU-'iofoo.-By all.Otatioo it meant the Ulignment of 
cltllnite facilitis to an authorized proeurelllODt ~ 
of tho Army or Naoyto oupply tho '-11 of tholl<iparl­
rnwt ooocerned. Where complex noncommueial items., 
or oommereial itt'.IDB in quantities abnormoJ to the 
Nation1a peaoetime dema.ncb 11"6 required for Jnilitary 
- in war, "'""!~ proeurtnX'nt problenu must bo met 
by a planned diotiiliOtion of industrial ,_......._ 

When roquooted by either Dopt.J'I.nlent or on tho initiati.-. of 
tho Army and Nary Munitiono Board al!Otation swcllio 
shall bo ooorlucted by joint Army and Nav1 oommi«­
oppointed by that Board. Tbo deliborahono of th ... 
oomm.iU.. wiU bo roviewod by tho Board and aiiOtatioo 
bot,_ tho Army and NaY]' will booomo eft'ecti•o when 
apprond by that agtJI<Y. ~far u pro<:tita~ jo~t 
- of c:om.meroial P.lanla ia to bo avoided. tJen&in 
plants must n-rily serve both tho Army and Navy. 
Wloen both Departmonta doe:iro the use of tho samo 
flcility, tapacity crodita againot ita produetioo will bo 
...;~ I<> ... h Department by tbo Arm)' and Navy 
Munttiona Board. 1'h6 adnnta.goo otrerod by tbio.,.. 
ltm of allOCAtion ~ 

(a) It permit. proarrangement for production of 
munitions. 

(6) It permita orderly diotribution of tho war load. 
(•) Each aiiOtated plant will bo (orowamod of tho 

task it will bo Uped.Od to perform and tan mob 
propara~ions 1<> meoc. it, ih~m facilitating early 
productiOn. 

(d) COmpetition for tho output of a ~njjlo plant be­
tween eeve.ral Go,·a.nlmtntagt.nCJea 11 pre,"ellt:fd. 

{•) Tbo oi01110Dia of ooot may bosfudiod In .-per­
mitting tho denlo'l:b't of wartime -­
which will pnll«t induotry and tho Oo•· 
ern:meo.t.. 

• 
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SIIOnoJ< B. 'lin: AB¥T A.'<D N•rr Mm<mo"'l llouP 

I. O.neral. 
The Ann'/ and Nary Munitions Boord hu boon etilabiabed by 
action o the Secretary of War and the SocreWy of the Navy 

otllcial agwcy for coonlinaW., ...,..p~ probleml 
~•<•l•i•oR Army aocl Nary in~ 

' .. 
• 

• 
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IXDUSTIIIAL )t061Ll7...ft.TIOY I' I ,AN 7 

•. Shon ageo nnd dtloy8 in t.he p rocu,.m•nt of •upplO.. in lime of 
r ~ill be minirni1.ed by peacet1me st~1~i~ nf ~ Mll)' ar\d Na''Y re· 
rt.rnenl.s and of the resou.rces and fac•hues availAble to tilt\ Nation 
wor ond by the prtporation of pl1115 to adjUit. di..,...poncieo be­
yn Anny and Navy requirement& and nllional rtii!OUI'\."tl. 

1. Jt is Yilal chat. material rtquire.men~~; be df'ltnnintd with ,.._ 
litv in order that ellon.tions and prioricies may be made to meet 
u1,C:ts in the military or nanl $ituation. 
•. Procurement plam: must. be curnntly rtvittc.l to ronforan to 
orOYI'(I plans of military operations. 
~. It is essential for the euet.'tSfifullaunching of a war proeurenu~_nt 
>grnm thllt lhe Wa.r nnd Nuvy Dcparcment41 keep 8\'lilalJle for 
~tun•merlt wo1·k ut Hm outbrellk of wn1' qrualified JM!I"ttonnel c:onver· 
at with tho J>roblt!ms irn'oln.od. 
1. Tho per1:10nnel J•equired to cope w-i1h J>I'OblemiJ in,·oln'tl in pnr 
""t~m~n~ )>Ianning a.nd wn procure.rnPnt rnust I"OOeivo a high degree 
U'lumn,:t. 

:.. In 1he coordination of procurem~nt plans of th.- Anm• and tll<! 
'1' · due consideration must be gh·en to the ~ntial needs of the 
i1 populatlon. 
3. Ezecutfve eommltte.. 
1. Orgtnti.aatio"-"'"M exectJth"e a>mmitttt: MntiMA of ch~ ~rs 
the Am1y and three o~rs of the Nav~~ on duty in lhe \Var and 
,.y J)epartrnenl~ to be ,.Jected by the ~SeCretary of War ond lho 
~retary of tho Navy, res)>ecth·ely. 
~ - P11nction.r.-'l'he ~xecuth·e committee is charged with-

( I) Coord innting tho work of tho divi~ions flf I he Uotan:l. 
(2) ~welopi ng nml racommending policies pertaining to ))N>· 

c•ure.ment.. in timQ of war, of 1i11ppfiffl iu which tb6 
Army 1-'11ld the Na"y lun·e joint. inler'Cfit. 

(3) Submiuinjt annually on May 11 A 8thedul• of propo•e<l 
f\ubjedA for future oonsiderthon aud study. 

(4) Pn'poring and 8Ubmitring on May I and l'o,·l'lllber I of 
<'OC'h >-..r a progress "'port of joint 1>roru....,.,.• 
plannm,. 

(6) Cat .. illj:! A joint study IO be mode IMUa.Jiy Of tbe -·raJ 
pen• of che indwtrial mobilization plan, and sub­
miuinsr Afl or May 1. euh year, a report on the status 
nt thi& J)Jon lOb,rethe.r with arty rnoommended ChRnges. 

(6) Studying met&ods. in use in tho War 11nd Nny Depe.rt.. 
me'nh• for determinio.g dala on whit'h ,u·ocureme.nt 
pllm8 ""' bnsed 1md mnkin,:r 11'COmmendnl1ons l~ading­
to t l u~ silnJ>IifiCRtion and coordilllll ion or mel hods in 
order 10 1-cdut-c t he. time refJUirecl (OJ' Hm pn...-'lf'nla.tion 
o{ fOtMI mAterial requirement.& und~r any specific pl"n 
of OJ?tl"'lions. 

(7) .AdjuM mg oonOicting ~uiremenU uiaing in pl•ns for 
war procure~nt. Any defieiencif'l .which. "'!*Y denlop 
in a war prot:urement plan &UJ>porung .• )Omt. pi-*!l.of 
operations which may aft'ect the tx«ullon o( We JOint 
pion ~ rd•ned to the Joint ilolr<l l or a mihtary 
prioricy deeiaioo. 
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(8) ll""""""ndin~ u~ poreonnel to b6 ....,. ,_ " Arn•Y and NnY Mw•ition• no.rd IJ!d,Irom the :'!!oJ 
and N .. Y to the olf100 of· d\0 Adminiotntor of • 
Jlololl""" .. provided lor in the Industrial M~ 
Pial in..,. of the .,.ublilbmtnt of ouch a> ~=:r:~ 

(t) Conlidoring ,.,dl GO!><• mauvs ae may b6 ., 
by pi'OJl01' •• tbonl)' • 

< s-toty,-Ono oflic:or fl'OCil the ArmY and <me olloor f- lit 
No;')', telocUid by tho ,..pectin ~~portmenta will b6 OII\KD04-
d\1ty in the Artny 1ncl N•''Y Mumuons llotnd, the eenjor <)h tt 
bo tho ,..retary of the llo&Jil. 

4. DiololoDO. 
Tho Atmy ond Navy M\'t=~ 

as • nudeM for the War 
~;.a. Tho AnDY 
orpniud into division< ap~>IVI>riile 
deYtloJ)IIU~l\L unde.r that •rS engsgtd ln similar 
B.pmentallol\ !rom the Army 
committee or t\iYWioo. The~ne.ral !m>eiioo""'' 
Pft~ ~ time of I""'! pbns piOCIIIUlOI1t 
..,biliuiiOII ond 10 ci>onliMt• t~ plans during war 
lgoo<)' -ud ittMehli!lwd. 

o. Ltgtl Jirilfo-Th6 11mctionl of lhiJ dil'isioo are· 
(I) To Mudy ond de~IO!> dr&lta of pronoood leilill•tloo ~ry !or eal'!'>:ing 1n1o t~tTed .. tho provi.lions of 

mlhutru.l mobihtat1on \)l&n 
(2\ 'fo pro~ unlform wartlft16 'contractual proeedUft. 
(I To advl!!l> tho AnDy and No.,. Munitiooo 1lo&rd 

lopl malton. • • 
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f. CDinrooditin ~ 
{I) 0~-Tbe <Otnmoditl• divilion it orguiad iDto 

111<h a oumbtr of commodity commili<JI!o aa may be 
found n-1)' to in...-igat• tl10 anilability of sin· 
!-<Jic and cribcal ,...., matuialo ~ to "'P~ 
jOtD~ plano of operations and to recomm.nd U.. doftlop. 
moo~ ud uoe of oubotitut .. to rolieve probably acute 
abort..., Each commodity commiu .. consists of one 
or mon rep.....,.tativ• from the War .O.partment and 
ono or more from t.h6 Navy Departmtnt. Eaeh com­
mittee reprw;enta.tiva wilt b6 one whose nonnal duties 
requirn detailed koowledg<> of tho UIJOO in hi.s depart­
ment of the commodity under study in tbe oommiu .. 
to which be is appointed. 

Tho work of Lho ecweral oommodity oomn1itteee is ooordin&ted 
by two oommodity division reproee.utatives, ono de&ig­
nated by 1116 Ot!iOo of tlle MIMtant Sec,..tary of War 
and one deoignaled by tlle Olllce of tbe Chief of Naval 
Opt_n.tioD& The diriaion rtprt!ltnta.tinre are rMpOn· 
oible for the elllc:ient perfoi'IIWict of U.. 'II'Ork of U.. 
divilion and report direct to the oxocutive oommit-

(2) F~oci'-~Tbe C:ommoditioo division io eharged 'lrith-
(•) Coordinating thcoe join~ studioo and actiritit$ of 

lbo War and Navr .O.partmtnta clirecled to­
ward insuring a oupply of llrategio and criti­
cal raw matenala for the production of articles 
required b7 the War and Navy .DopartrnenUI 
to support a joint plan of operations. 

(b) llooomrnending Lho distribution of the available 
supply ~ween the War and Navy Depart­
menta in ca80 of actual or indic:ated abo~ 
in tima of w~1 in accorda.ne& with priorities 
..tablisbed by the Joint Board. 

(c) Promoting lbo de,..lopmont and .... of auboti­
tuteo to relieve indi~ obort.goo iD otrateg;e 
and c:ritical "*" materiala. 

(d) Making, under U.. direction of lbo uecutin 
coounatu.e, atudi• of the part1 of tlle iDdwtrial 
mobilir&tion plan which pertaiD to otntegic 
and critical raw material". rtporting the status 
of tlle pl&nB and &ubmltling recommended 
changes or additions to tha executive com· 
mitl06. 
di~itian-The functions of this division are LO 

for trantpOrttl ion and 001nmunieation 
support. joint planJ or operations, and to 

action to in.sur& adequac. tNlllportation and 
.. rvice for producing and deliveriDg miliW'y 
of war. 
fwl di.;.;o,.-Tbe functions of this diritioo are"' 

J,>Ower and futl needa in their relation to lbo production 
requaromeuta aa determined .-r1 for lbo auppo~ of joint 
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110" II l-iJitiM I)I"OChK'ing ntilitary suppllee. 
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l',lRT 11. CO~IROI. OF ECOSOliiC RESOURCES AND 
liOBII.JZ.\ TIOX OF I ~'l>USTRY 
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(i) To di.ort tho u.oo of .....,W'OOI from non .... nti&l n<ed• 
into ebOliMk of ..... nUal product.ioo. 

(8) To........., tho equitable diolribut.ion of matmals and ltrV• 

ioN to the cirilian ~alation. 
ince tho domand for ...,..bal commoditiee bonomes imporioul 

in war, ..,_ a~ncy ll1DA diaribute equitably anilahlo sopply to 
.....,1!""'"1 n«<r. Thus tho £TO"ltr n<ed takee preoedence over the 
ltsSer f'lftd j the immedlat& need ovtr that which may safely wait. 

l'riority does that. Wiloely and oympatbet.ically admiiUstered, it 
l~tcilitAWfl uu,ximum military e.tlort at minimum burden Lo all, and 
atMUrel!l to each individual need a. rtASOnlblo eharo in tlu\ commo1t 
"'I>PI,Y. 

111i.t plan, through tho functioning of an Ad.ministrat.or of War 
newu~ pro,•ides definite~ for the t:xerc.iBB of priority d&tenuina.~ 
lions u betwMD the respeeuve needt of Qo,·enuuent. agencies and 1.1 
bttw .. n ll1o n«da of tbo Governmtnt and of tbo civilian population. 

&. Price Ollfth'ol.-Certain oonditl01111 in war, portieulirly in tbe 
.arly '"- of ,...r, disturi> tho prioo lllni<Wro or a"' iociouocJ in 
thtir dilturi>ing iounsity u tho prioo ltructuro iu..lf is upset. '!'My 
a~ 

(I) Unusual govemmental dduanda. To meet th- d<DWldS, 
it U. n-ry to eall into production many high-coot 
prod,ucmo wh~ cannot profitably .•~rate in pea«~. 

(2
3
) D1mtn1Shed available IU)lPly for Civilian uses. 

( ) Rec.:klC68 go't-e.rnmental buymg. The Government'• pr&e· 
lice beComes cont11gioua and leiads to1 and almost com· 
~s, rcckl ... pri vale buying. 

(4) Bigb·oo•;t production duo to tho n..,...;ty of emploY.ing 
unskilled workers u indu8lry expandS and u slnlle<l 
worker~ are aboori>od into oombollnt unit& 

(~) ln<reued insuranee, intereMt, and tax rates as huarda of 
trade and demando for mone7 increase. (Gl Beet.rietion or threatened rellndion of tQ!Ielltial import& 

(7 lnftation of the currtoey u tho Goverumtnt .,..ks to 
6naoce its vastly inCJ'tUtd purc-ha5e5. 

The abo<Mnumented conditions make exacting demands for a 
control to be established oYtr pri«W. The int~Yitable nta'Uity for 
such control me&8Ul't8 should reoult in the ootabliahment of govtm· 
ment•l price control in the early period of any major war. 

•· Ct>rll1114ndurinf!~Tb• power of the CoullDoulder in Chief to 
&eir.o rnaterinls needed by tho armed forces in war and tho J:M)wtr ot 
n 10vcroign StJtt& to take whaL ia needed !or tho public good are well 
<Otablilhid. Tho Constitution limite tho csucise of thtSO pow•"' by 
requiring that they be tnforced by due p.- of law and that ad .. 
quate oomptoalion be paid to the ownu. &etion 120 of tho National 
0.1•- Aet. provides exp....,..7 for the plocing of eompoloory ordero 
for the manufaeture of supphM and for tho reqUU.itioning of.~ 
~lanto that rtf,_ to ...,.pt soeb ordtn. 'I'M Nanl AI!J"''l'"au'!" 
Act ot March 4., lil7, confers similar powen (or requilltaonmg (In 
rime of W'&r) for the p~rernent or war material for the Na'f)'. to 
!h'!'" eool•n-fll in the National De.!•- Ad. While comm•ncltenng 
'• •mportant. as an enfo·reenlel\t rueuure, lUI use tends Lo place the 

• 
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by a ~ of priorities adminleU!red by an agoooyto be eotabliohod 
by t ho Pmident, and (2) by the c....Uon of a corporation cbarrcl 
with tho loan of Qo..,...III('DL funda Tbeet IMUUI'OI! .... in addition 
to 111 .. which will be employed by 111<h m.ting agoncies aa tho 
Fed•,. I Jloatne Systom. 

t. p.....,.~Tb.,uppl1. of po,..r to indUIIry ia largelr al_. mau..r. 
Prioritieo, co~, and, if --.,., tbe formation of o 
Goftrn.,.....L ~ticm to cooln>l locool oituati- are among tba 
.-um which may be emplo,-.1. 

P•-Tbo 1Upply of fuol to iocluttry "'rouat> the MlabliabmtDL of 
. ,riorittiJilHD gift:tl to gGTtm:mmtal COntrof OTt!' industry a JDe&DI 
o ..crict.ing the opuat.ion of u-nlial ioclUJtrieo and of <OOtinu. 
ing thoeo of an _.,ti&l nature. 

f. T.......,.,..tali<m.-Transportation facilities, including rail, hiah· 
way, inland waterwayk, pipo Jjn~ and •jr-wa.y~r, w-ill operate un<Jer 
the management. of tl1ilr own leadert1 u directed by the Admini&~ 
trator of \Var Re8ources. The princlpa.l measures available to insure 
the n-ry ooordinotion in """ and opontion of transportation 
facilities ore tho estoblisbment of priorit.ies and embargoes. 

SJOOnn.'< B. O.O.xu.n•oJ<.u. PL.u<o 

I . General. 
Broad plano for industrial mobiliDtion Like eognizanee of the 

j!tnius of Amuican Govunmtnl and lbo popular c:oncopt of the 
mponaibHitiet and duties devolving upon t.M -ExtcUtiTe Iln.neh in 
time of war. They ba"' been de'l'tlopod on the following buie 
con:s:ide.ration.s; 

a. Control o·f industry in war it a function of the President acting 
under tho auUrority accorded him by tho C>nstitution, by Con_ , 
nnd by pubUo opinion. 

b. The oi.., a nd tho "J"'!'ial and •mtrgeocy nature of tho t .. k of 
ooordinating Amuican mdustrial elrort il•rnand a special organiu· 
lion to be mado ovoilable to tho Pmidtnt promptly upon the out· 
b....,k of war. 

e. Plano muot be p.,actiical 
ttftiiU of national 

ralber than tboorotkal. In the in· 
jllllly oocl di!tribute 

adapt.ablo to the per­
.... ~,defined 

octiribel whidi unlit bl 
a IUponlOillroi chanld« 
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. In~· triiUIIJ! -~- UO-. 
dori., n r ptriodo. tiC)nlll! ~...tin10 functtOO&. Se...a of the­
burdtood br ll>tir .. ,., "' ptrlorm partlCU~ """'*iofto, bo6 
importall1 deptrtmtotl would b6 unwi.e to supenmp»ee ~ 
in pe-~ and '!1'11.1'· Jt. reso~"-r normn1 du,ti~ <!f arviC?- ~ithi;n ... 
""rid"" eontrol •'!''-"' Tbo dlangtt rtquired m ou~ lnlttlul!'"'l lt 
~talll8"."""'o!o-""""'t> u t<JC~trol orguiaatl0110 10 .. 

...u ""i' ca,::r ...:;-.;-thin .~ ,_., to oa~>Jiab '-

.,..d bt • • 1 ~;,,1 for~ cootrol. 
~ry orptiat- .,...,.- uodtr dis<,.oou ""' - and 1bcJoW 

Tbo -•'!'h ~od '"ncurh. •""'""""y·organiutiou would .... 
not .bt enr<ioo! 10 "'f.; the "'' · ff thtiO controls ....., Uer<ilod 
llltll<IJ!!bleMOIII'u ~meat the oendency would bo to rollin '"'* 
by • ,... met ~y p0rtrs afte r the end of the war a.nd th. 
aMtd. w-u.fnW! M~tl abnormal bu~aumtic po:we.rs • 
.,..~.J:""...,...;! to the ... of Cebind. deparllltento lor­
..,!,.: -ld bt tbt diA<Gity of oollf<ling ell the seatterod lgtiiCioo 
aod authori<iol iot~ • locus ond dt_,lljl them toward the -

Pl~t of • dtfio,,. parpoo<. . 
n.e uiaing Cabind. ~partmtnU vrould, of cou:n~~e, contmua &e 

OJitrtte in nr u they do m pett:t. 
2. Orgon!J.Atlon of the Executive Branch ot tho oa._. 

mml of the United States. .. G...,..-Tbo chart lacing tblo page sho"" tbo aptcito 
tluoop ,.ru;. the l'ltiidfut ,..;u ertrci>o th- fun<:ti- whldo ut 

.-liar to hio ... in nrtime IUid which er. coosicleftd -tiel II 
U.. -1•1 ~1ioo of the w~r •.lfort. A~ the '!A"'" time, t1ot 
uisting ueeaure iCructure IS m1m1aaned for carry~ on., u• 
11Ktii51ry rfitrictions, tbe usu.ttl &tntutory dut ies. FUll uae as _.. 
of those. departiUtntl wMch in peacetime have been granted ap«iaJ 
Jl(l'l.'tl"$ for ur.e durir1g perio.;ls o( eme1·gency aod of thoee wboee pNOto 

time hmetiORJ trt of 1be SllDC" natuN aa tlu:~Se to be ptrfoi"IUfld clw­
ill,l! •• -'1!"'<!· n .. cbe ••••"'•'• Cootmtz<e Ccommiloion, t1ot 
Ftdonllltoino llaerd, the Fedtnl Tnde CommiMion, end ...n. 
born"' of the Mrml trt<Uti« deportmtnta hlbilullly .,...r­
dotiol whido will he utr<mtly intporlenl full<tione of w..U. 
ront~. 

Special lgtDCietl ue eho .. •n for tbOi;e attlvitiea which ~ 
t.1r!ctly 'C! tl~ n\Obiliutioo of resources Cor the prosecution of war. 
Tins. pohcy 11 gt'Otrall)' conceded .. 1J1e most practicable -. 
ftlltCially f...,. t politJW .Undpoint aince the eptCiOI cnaloi 
lhmO~ meybo 'l'!idtiJ: dtmobil'!'ed •n!J ~ egmcioo lllAT tola 
!~h~ __. -'•• !Ulld..,. wnh • mimmum of dtlar_. 
Jllrt o?.l:.tdno%.:i'F: panre end dutits not opproprilloiJ • 

l'noident l)'il.., mode ~ilnwing filltement in this !WI"!* 
~htn odvO<ahn~ lho jlU811gt of the Food C<lntrol Act in 1017: ' II 

~~~' ~ oro" • olllrp line of di•tinetion ~- lht ·~ 
•• 1'"~ . 

0 , ,. onrnment rtp-nled in tho Dopa..-t of J.p­
-·10rt••.....,tofood rod·~ · • d atili 

.. U..- band ud the P _,,on, ~':"llJOD, "'! roar.,. tlio 

.... ito .. f ... .U to ...... ~m<y ........... .-talod bJ 

...., • .... ...,W.tioo of food dilotribotlon """ .. ::,) 
(ltlOD '"' the othrr. All -.urte inteoded directly to 
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the normal activltia of the Dtparta:tt.nt of Agric:ultura in rdtre:&C.'e 
to t>roduction, COil!it-rvatioo, and U•e marketin1 of farm croJW will 
be admlni&tert!d, u in nonual tim..., through tha~ Department., and 
1he powe.re asked for over distribution anti oontumption, ovu ax~ 
tlOIU, in1porto, prlooo, purd>aMO, and requiaitiono of commodili.., 
.tori,. and tbe like, whieb may require rogulation during tho war 
wiU bi plaoed in th banda of a commiaolooor of !nod admiiWitrat.lon, 

ifpointod bv tbo Proalcltnt end dir<!dly roopensiblo to him" (W. 1 • 
. Bulloc.in No. a, p. 47). 
Proald..,t Hoo<er'o opini001 in rwpoet 10 orpniution and mobili· 

utioa of i.ochutry and ol the ci~U population ~:r. in war, are 
ltl forth in bio letter of April um to tho H ouoo Committee on Mili· 
tary A fain published in BCOIIO Document No. 271, Senntr·aocond 

Co6~8r:-Qobi•d.-The p...,.;dent'• peacetime Cabinet remains u hi• 
1dviaory body lor normal acti.vitiee. lll1 Cabinet oftice.n continua 
to direct and control tbe org1niutioru. for which they are. reiitlOn­
sible. They cooperate with tl1e war agtnc.hw. 

o. Advi<t>ry Deferm Ootmeil~Thc Ad•i110ry Defe,.. Council i• 
tlte Pre~idr:nt.'a special war miniilry. lUI !unctio111 are to aid and 
adviJJe the PMident. in all matters putalning to the prosecution of 
tho wr.r. lJ. cooperates under the general aupor.Won of tho PI'Oii· 
dt,ot to control and dir<et tb6 eombi:tant., oeonomie, end moral fo.­
of th• Nation in waging the war, 

d. w., BU<~Wr«< ..fdmnu.t~'nle l'w:>otioll8 of tb6 War 1!6. 
...,...., Admlni!tntioo follow cl<*II_ tb<. porlormed by tbe War 
l ndUilri• Boord d~ tb6 World War. ID ~neral, ita mision il 
to coordinate the munitions requirtmeota of the Oo,-.:rnme.nt and the 
requirtmtntl of the cirili.ao pof.ulation for the ordinary Jle<!ft!~Bitie. • 
of life and 10 eft'oet an equitab • adjuotmen~ bolw .. o these require· 
mentta,nd tho production capacity of the Nation. 

The organiution, functions, and prooedura are eet forth in 
nppendix I. · 

t . w ... TIYiih Admini.!tn>tion.-Tho eonll'OI of war trade iovolveo 
funetion.t and activities requirin~t cooptn,t.ion between the De:pt.rt.­
menta of Sta~ CollltMr'06, end A:gritulturo, and tbo War u-u.­
Adminill.ration, end might afoet ma!Hially tholtrl~e plans of tbo 
War end N ny De_partmeniA For thia rouon eotabl.i.•b,.,nt of an 
indt,pondeot orgamzation is indieatod. I ta primary mission is to 
«mtrol importo and eoporta to tb6 '- in~mta of a -ruJ 
economic lilobiliation, nq:otiato Indo agroomenta, and to furtber 
tbe eocnomio ioolation of tbe ... m,. • 

. The orpniution, functiono, and proctdun~ ""' .. t fortb in apptn· 
daxn. 

f. War Lal>or ..fdmini.!trati.,.,_Tho mitoion of the War Labor 
Adminlstration primarily is to insure thAt. ,var industries and indua.­
triet catctring to a88ential civilian requirement& are abla to seeure and 
rnointoin ad"Jnato forces of lobor okilled and unskilled, to oocomplisb 
their miMiona. Considaration of the human element.t and the politica-l 
qu .. iona involved indicates lbe demability of eotAblisbing a .. pan to 
&&!JlCy. 
dis noLrpniution, functlona, end proctdun~ are •t forth in appon· 
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· · 1,.nmt-The mumon o t . a• a mlnJI. 

g. r.blle Rtlllli~ M:.~':Jirect 1i1e national publicity aetivitito 
tl'ltlon is to eoorrhnatt ,•iews ~tnd progress of the Govern. 
,., ••'" in•ure th~t th< 1""1"'!':; are proper~y and. •d"!luate!y p,... 
'"'"' in P"""""""" or, ~- lh< aid of pnbhc opmtOII 18 enhattd to 
,..nted to th6 l><:Of.'0 •rn tin beholl thereof. 
th• fnlltl'l. il<!""t~ • ex:en ·Con! '"'" proood•~"" for Lhis Administ,. •• 

•rht' ar1!llli!AI I ~II, . till( 1 ro )l'illt& &J,.'(I llele5., and, whe.n COmple.ll~ii~J 
tkm •"' .btin~ _",'~1"-'<11 by ·~f ... ~ision of the Industrial Mobihtatio~ 
• ill bf u.c.ludt"'. an t "' ne:... 
l'lan u •PJ"'"d&>X I.V. MminiltTdlion.-Tbis ~gency is ~ponsibl• 

A. &Itt"~ . ,..~ f 1M Seleeti~e Sen"ce Acl whtch, upon 
for the odon!1n1lflr&liODll~ oel«tion of personnel for and lhoir indue­
tn•ctmtnl, "'' ~rn 
tion intotbo.•rii?<d f

4
•"!"' nd procoduro {or this Adminillraticc1 

Tho of!;ODdll""'l, •t,.., 1 • · and when eom lttod, 
:,'ill 'i:'!~n ~:;!';t~.!.,. ~fili!' Ind~rial Mobilr..ti<>a 

PI;• ':~J'':d.!J:.,Y;,aiqol.-Tht .-1 for ..,ponte a~inillrali~lll 
fo; g,. t<)lltrol of food, !uti, power. and transportauon may ' '!""­
It ;. intend•d that oudo ~mrol ~.IS ·~ow d'?"tned nace!!'l"ry dunn,; 
tl"' wlyoto~ of industrial nlolnhzauon wtll bo. exercu!Od lho:o>)ll!h 
lhf W"r RtSCMin:e& A<hninist.~uon .. How~ve.r, 1f later conditiO~ 
1
w·ctssillltt imJepen<!-.11l admuustr:tllons Will be created and thttr 

RuHI! will' be ll8 indie~&ted on the c~u1!1.. . . . . 
J. p,;., Control Oommi.-ion.-Tius IS a quaso-JudocuLI bod:y for tho 

fcornmlotion of policitot •.nd "!•thods f~r th• control of P,r!COII ond 
profito, and fo1· thil staboh7.3toon o.f [alr wuges. Its doots.'o.ns oro 
(lUblished in tho nome of the Presodent ond they oro admunstcrtd 
throu~h tho .,;toblioshod .-artime control agencies. Repreeontation 
of inltrtf!ttd Go'·trnmenc ageoeaes on lhis comm.itteo is intended to 
il'blll"f romp1tte COOJ)tntion and the elimination of conftieting aetiOI'L 

'l"bl\ or(!lniution, f~iomo, •nd proeedure are set forth in appoo· 
dis \'1. t. ll'or Fi .. _ CMttrol co .. mi&~iOIO.-The neoessity {or preftr· 
mtial opphration of topilll •nd ......,,... to essential entorpriloo 
roll! for olkiol rontrol of ...,.rity issues with a 'l'iow to pre.ontin,; 
··-.,. rapital tltJtnditum. n .... will ai!IO bo need to rondo< 
6nah<iol a.~•n<t to 1nd'!"lry in onler that it may adju&l. itetl! to 
.,..nuol nrtomo prndU<toon. Whrn on account of ex.-i~e rilb 
~r tho l1<k o! odtqu•!• assurance of a ...,.,.nable return on tho 
m•'f!'tn~nt, pn<Ote ct~potal willnol make itself 0\'llil•blo to -ntW 
tfllfi'JlnM. t~e Qo,·tmmtnt itsel£ must a.ssun\O the roepontibllity. 

:nu" OI"Wlntz.atto~ and powers of dtis commission are. att forth an 
boll no. 3, appendos VIL 
. I. NatioNal 1rar ~ercice cor-poratioM.-Indcpendc.nt. admlni.eln· 
1~01.1~ l~lfiY pn~l it nec.'t!IIIU)' to orpaniY.e :md inoorr?rate certain aub­
•od>Ot) ftb'l'llClta for the acoomphsluuent of estabbshed r.olioiOII. 
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APPENDfX I. INDUSTRIAL MOBniZATION PLAN, 1931, 

WAR RESOURCES ADMINISTRATION 

r.,.cr•JII' 

St:MtOl'l' A. AulboritT---·· · · - · · ·· · ·· ····· -··· ······•· ..... ....... .. 

B. Int.-roducdoo . ... . . . .. ... . ... ... .. .............. . . . ....... . 
C. ()rganJ&allon . . ___________ .. ...................... . .. ......... . 

~ G:!'t~~~~; or .-ar reeoW'ON. ____ ........ u ..... _ .. 

~~1 dlv~on ..... ...................... ....... . 
lP~ CUv~on .... ...... .............. ...... . .. . 

A nlauatloo dlvloloo . . ................... . .. . 

~~ :;;~~~::: : .. : :::::::::::::::::::::::: 
w ... ~ . ..... ......................... . 

~~~~~::::::: :: ::::::::::::::::::::: 
F. Control dlriolooo: 

<leneral •••••••••••• ••••••••• ._ •••• ••• •••• •• •• 
FacUJllea divlelon • ........ ........................... . . .. 

Commoditie. dlvi&ion.~····· ............................ . 
1\r.Looportatlon divloloo ........................ . 

Power and Puel di.te:ton.. ••• ............. .. ..... . .... 

G. Wu IC'!rvleo committee•: 

I 
2 
s • .... 

4-b .... 
4-d .... 

I 
2 
3 • 5 

~~~~::::::::·:::: .. ~::::::::::::::::::: i 
B. Ttt.'Cfonal &Btoele. ___ ...... ....................... .......... --- --- - -- -

1. BIWocrapb)'....... ............... .. .. .. .. .. .. .. ... 

Soon oN A. A UTnootTY 

""" 17 
17 
18 
18 

19 
19 
10 
10 
10 
10 
10 
10 
20 

20 
21 
21 
:u 
2S 

'¥/ 
'¥/ 
27 
27 
28 

Wh~n a war eme"'l"ney is imminent. the s ablishment of the War 

Resou•·ces Administration 11o~ould be • fleeted by the Pmident ba8ed 

UJ>on the wartime J>owers of tl1e Goven1mrult and existing supporting 

legislation. 
Other ndministrotions provided later in this plan will require 

definite legislative authority for their estAblishment. Tho War Il&­

souroee Administration ia initially in tlrect a tnn~ition Of8*11iulion 

to b•·idg.. over ooonomio control from peace to war. Pending the 

ostoblislunent of other superagwci.., it would, inso~ar as it is able, 

perfonn the duties P"-ribOCI for aU supo~ne•es. Legialallre 

uuthori~y does not now exist for some of tho control mcasu...,. eet 

forth to be exercised, but the plan provides dra!U lor the n ... -e88ary 

legislation. 
Drafts of a Presidentilll proclamation and of additio'!•l le~slati~n 

Cor carrying into ef!ect tl"' provisiolUI of tim plan are cont.aJned U\ 

Appendix Vll, Legislation. 

s~oN B. L~~ucnON 

1. The War Rcsoui'OOII AdministrRLion is the pivot about which the 

wartime industrial control turns. n is the moet powerful arm of 

• 
n 

. ' 

• 
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ILL\L )IOBJLitATlOS PLAN 

20 tsousr 
;..;on fort~ control diYWOil$"" 

oioos of th• Price CM~~ eo.:;:. ond' onforooment of prico. oontrU 
charged ,.itb the odmmistrl ed by lhe (>riee Control Commitoion, 
po.lieJes ond u><'asures .adoprieo conlrol dedsioJ!S and curn~nL pricto 
!'illlistical ~~Ia mpecu•1yJ.,.. kcpL by lh!• sec.o~n. • 
of commodtl_let 1ntl W~~· stction 11111 mtams liBlSOU wath the War 

t. ll'ur Ji'biOJt« ·-. ,IS ration 10 1,reEenl.. to it the ne«<a ~f essential 
Finanre Control ~dmmJ" pillleilher thro<•gll the marketmg of..., 
indu..<tri<s for "'1~'1:.J~ « thrc>t~j:h 1he nlidium of di..- linoocial 
i~os of ~001::.•1 of...,.l'IIJlltlllllloons. wistanee lD tuc onD b'".-

Sreno!'>' r. Cos11101. D1nsaoss 

\ Oenernl. 
1 

· · 
1 

t t W , ______ _ · t 1 r •is:ions undtr tbf J\( mmu1 ra or o _ ar "'-~"8U~ 
The ""! "\ 1 '·' llrily 1o odnlinister the established .ind)JStriol. ~ •~tl\""·llf( ~nd b<lhe Adminiotrolor. They Will, tn odd•tioe, 

~%.,l:";,x:;':.,,; • ...,.ro. poli<iet ~iginaring in other.duly aut!Jar. 
iud <ern""'llalnrronliclagm<~!"'>.such as the AdYI80<y Def-
c011~1 and I!Jo Prico Control ~IDIQI~IOn. • 

The thida of"" rontrol diVlSIOIIS w1ll exerc~ full con.trol, un~r 
dirN:tion of the Ad1ninist-:ator, of 11;1e.~~nmod1t1es or 6Crv1cos falling 
wi1hiu tho f.""' it" of 1ht1r mJ>OilSiblhUes. • • Aslbe 11 ar and !it•! Deportmtn\6 ore ~barged ';"lib tb~ rtspo'!!'­
bil~y for tho 1npo,.tion of pions ·~d pohc•!"' for mdust.r~al mobili­
zation, tlao!o '"" O.~ots -;•I! .l'':'l"de the lra.tned o41im­pml01111ti rtqairtd to a.~..t..>:~ 1n tht uuhatJon and uecuuon of the 
pbos ud pOiici" upoo tiM> d..:lorAiion of war. One officer from 
t~ch Dtptrt-t .. m remain on duty in oaeh of the control divisions 
10 "'I•~M-n~ their ~-petth·e JJepsrl llll!nts. OtltOI' ~vcrnrnental 
tgenrlfl iuleltitf!d in &.])etific oonunodilil$ or s-ln ·iccs will be repre­
~mted u roadidons warru1t. 

The tootrol di•i<ions will be ronctmed primarily with tho ad· 
IDiaiitntioo of apprond prioritv IM>Iicil'<. creation ol new foeilities, 
ud ..,...U., of iOIIIUO of &Upoly. <OCI<tMon of exiAting fatililiot 
wbm -1)'10 new us, ollot-a1ion of facilities and apportioa­
meot, •·hm ~ry1 of materitls •!'d services, conservAtion of re­
soums ·~ .ftctltttf'il, and the 1dnl111 istrntion of ••PPI"'\'ed price­t.'Ootrol l'(lhtlt!. 

The .c:ontrol ditisions in coordinatin~r /)l'(lCUrement. will continually 
l'f<"'l!!'"• th• ~pocliibility o! estabJi, ••d J!O•ernmental procurinl 
~~and !'II lfl~ to tbtm lht gmuest. freedom of action and 
m•llttTe ~~-••tb the ~$8FT roordioation. 
ot~ ~\')I dn·- willorrongo for •ny required ~n~,,;neering or 
exisJ

1
51t'tthtifie. ~.rth. ~r Jlf"'C'f'8S dtn•lopment, through liaison with 

"""'.'~,:f':<ll't,. mclu<lmg Wur .. N••'V, nnd otho:· Fedon~l Dtpart­
trlMJ f'S(abli~~~~~ ~~~ ngencl.t'l' .. t~lucntio~ul i!lstitutions, _ind~ 
societifl!. and tndo•td ~ L~lll,&on~, en!Pneermg and 8CJenti6e 

Tht rontrol d' . . ~rdt lnstlluhon.'-
Dectioo wilh: ,.._ will aupe.-mt oppropriate .-reb in -

(I) ('_,..lion I · · 
(2) ub.titutes 1 ° ""!>a.l ar.d >tnlegie raw materials. 

or cnheal •nd litrnteg•e naw materials. 
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21 
(8) I mprovement in industrial praeticH and p,_ tm· pi~ by war indlll!tries. (4) Techrucal aspects of enemy industry. 

2. :r&ellltt. dlvlaion. 
a. This divioion 080rists in th.o ooordination of pro<:ul't'mont through the allocation, ut.e.ns:ion conve.rsion, and coo.struet.ion of facilittts whieh involve not only t'ho Army and tho Navy, but other branch.,. of tho Government procuring war requirement.. b. U <CjUaliU8 tho load p~ upon indWitry b]' pro_pu gqnpbic and strategic distribution. It takoo into consiaerat•on lhe -1180 of oxisting facilities, with a view to using the available and esisting distribUtion of powtr labor, and traliSpC)IUtion. I t in"""" th& plac­ing of war orders and contractf with existing flcilitiee, which in tum promotto rapid and tlliciont production and rodu""' tho need for new facilitioo 1<> a minimum. In gt,neral, instead of allocating w•r orders, as was dono during the last war, faciHtiM for producing theoe war orders will bo allocated. In other words, this control division takes ~ action on requisitions for tbe allocation of facilities, afte.r investigation and upon advice of tho other divisions, l!eClioos, and rocruniu- concerned. It rorocnmends, after investigation, the ouit.­ability of tho facmty to produce tho items for which it wu 1'<(1uisi· tioned. It rteeives, in•"MtigaW., recor<!s, and 181ligno facilities 1<> a Governmf:nt a~ncy, either upon requis•tion for t~10 allocation or 1 upon a requ .. ~ b>: a procuring ai!"DCY for a facility for the pro­duction of a •pec16e requirement. In thO. way this dimion act8 as a dearing houll8 and decides upon tho ad,.pt.ability of a f•cility for allocation. It al>o inveotigalttl 110un:<s of supply aod rt<lOIJlJJMOndi facilitioo for allocation, when called upon to do oo. Copies of all data on facilities in the nUocation eections of tho War and Navy De~_>art.­ments and tho Anny aod Nary Munitions Board should consbtnto a nucleus of information for this division. This division wiU keep in clOS<> contact, and sbould receive advice from the commodity commiu- and the divisions having to do with power, labor, and tnmsportation. Lisison will bo maintained with t.be major procuring departments, through the rep.-ntativea of th- department. wbo oro ""!'ignod to this division, and with industry through war service com:mJt.f.c('S. 

3. Commodltioa dlvillon. 
a. FunctioM.- The functions of this division are OJ<ea"Cised through commodity commit'-. Tb..,. functiona are-

(I) To ascertsin the probable tot.alrequil'Oments. (2) To JU;Suro timely supply of critical and otn~e raw nta­t.eriala to war industriae and other essential industries. (8) To anticipate p<l88ible abort.ap in production of com­. moditiM. 
(4) To control tbc distribution of tho atoclc of available sup­plies in con lonnity with tho deterouned priorities. (G) To in•eotigate and recommend tho oeal011 ofJri""' a~ which essential material& may be oold and to miniatu pricHoatrol ..-.ureo in ai:conlanoo with ooubliohed poHcia.. 

tTM2•-3t--a 

I 
• • 
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· IM u~otion of ,.. leQ­
(6) To P!'"l""~ a1ld :::rprodudiOO o_( co-miidltiea. ro. 

taung IO tho tho of othtt onllenal.t b1 Je. -.ti&J 
(7) T~ """"t '!"~bert ~ry to pre,·ent the J>OIIibility of 

' "' nstro,. f riucal and •1 rolegic materlalt. 
, • •Mrtag• 0~ ooods of indus1 r1es en~ Ia produc. 

(8) 'I~~~:~ and s~ntrgie m•lerial.t, aDd 8Dd - .. to 
101"'1~~:'!..t with manufacturing methode eM proe­

(t) T':!:, 'io:;:r.;i-;, tho produrtion of -ual .-~rials. 
( 101 

To ddttllline 111Uable eou~ of supply aDd IIIIJ>Ilrtallt 
factoru K.aiogtho p~uctu>n n~.SIOCb.on hOlld, and ~imilsr quostiolll bearm~ on quantot•es ava.tl~lo. 

(t 1) To initiate me&$1111!S.to st•!"'''"'" the prod~ct1on of thoeo -nllal mattrials 111 wb1<h a shortage mo~ht oorur. 
(12) To.,..,. inforll>llion u to ltOC~ piod'!ci!O", and (1)11. 

oumptioo from pmono, comparues. eoeietlel, or ot'-
intmllod. . . 

b. C«t>10oiily ~tm.-Com'!""'l1y conuru- ~ COI!II"!""' 
of a chainnan 'fpotnttd by the chit~ of the comm<>!'•tloo dtVlSion, 
,..p.-nllti•es o Ute Army and the Navy and other tiiiA!relteci goY· 
t•mmrnttl a~'tooitt hating "ar 1'\.'QU ireuH~nts., ~d. eu~b t«:bni~al u­
•i;tanll u may bo """"""'· Tho J>OWtr of decwon •• ntted tn tho 
rhairmao, IIIICltr dirtrtioo of tho cbitf of the diYitioo. Sullicimt 
tollllllillttt will bo ocgani>od to take cognizance of all oommodi6os 
..,.... wbidl-1'<11 is.......,. 

r. J/rtMU.. 
(I) Coot"'l by allo<atioo: The allocations of raw materials 

nil! bo made 1o war indu.try and to other 06S(mtial 
in<fu~rifJ. Th10e allocations Should bo bMod upon tho 
prloriti10 aococdod the t>rodnets of theee Industries. 
Tblo .~trot '!'•1 be rtodiiY. effected b1 a sylllem of 
!lO<OIIIS In ..bidl a <OOIIIIOdity commiUe& will ...tifT 
lilt. a-.11 of otnttgie and critical raw mattrials tO 
wllidl. any ind..try may be •ntitled. n... act111l ... 
lnbaboll may be made or ronl rolled by the commodity 
(Ommlllet, byotbtr Oo•·ennn•nt agency or 1>7, any desiJ· 
n11~l tgtncy sueh ·~ " .trftf!c ossociali~n. The a~ 
dttidll!'IAiod f~r the d':'lrobutoou shall appro-ro tbe in<h· 
'. uti Jl6.l"!ls !"bm1Uod by consUJJlerll in accocdanot "'.th tht hnutatiOCIS ..Ublbhtd by t.he COIIlmodity CCllll· 

::d·portaod :Ur tor~11 hoi ·~· <USt~y of all or a dtoi«· 
- · • a wppl,.. ,_.oed either from cJO. im ,. """"!'or tbrougJ> importations. Produoers and 
.,:':,d~;"'" ~ ':"'JUirN!to ronfonn to the rules of tho 
the d~tri~i:••'"""t •

1
s to I ~e control of JUpplics aDd 

Exam pl .. of di« n met ux • deCided upon. 
PI'ICticod t•.nt methods which may bo flltabli&hed as 
Jllidhit to 'd;ig tho World ~V.ar are cited u being ap. 
1.,... of lftlll t<ll!lmo<hhes. '"- IJluatnto tile 
"' I IUllnil lbat C<lllid 00 • • -'- ' • _.._ .... an1 -.....tit --•""""" 111 conn--,., 
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(•) .v........,.-n.e Nuy :QeputmeDt wu d8i«nalod 
as the purchasing ~noy for all ouppll .. of 
.......,....,. to be WIOd by Oo•emment OOI18Ulll0nl 

lolld eontncton. The produce111 ond impor1<111 
.._ .-.qujrtd to .. u a minimum hied per­
-~to the Nary Department; the P'"'COOt.­
IC'" OOI!J ehllla<ld from. tim6 to tima ~ing 
to .,J>PIMOI mail& uailabl& lolld to GOftrnmeot 
requtremtDta. The nrioua P'!J"Chuing llgtll· 
cioo of the Oo~t ~ gi..,. allo•nu.­
f<r thia material ond up to U... amount.. 
eould pun'hue from tho NaVf Dopartmont and 
ha" deliveriee made to theu- manufaoturing 
planta or to tboeo of their eontraetora 

(b) T1fto-The A!Mrioan Iron and Steel I!Uititut.. wao 
made the eonaignoe of all tin importa into tbio 
counlrY1• and oporat..d the system of diMribu· 
tioo o( tnia metal under eupervision of tho tom· 
modity IIOCI.i011 of tbe War lndU&IIi"' Board. 
I.ter • printo corporation was fonoocl whleh 
acquired all tin otOcb of the ClOUDtry aDd, 
under ru~ promulpted by the War Industriee 
Boerd, becaJne the oole oeJIH of tin to the 
induotry of the OOW>try. o 

(c) Sk<L-A director of 8loel distribution was 
appointed by the 8loel industry to ..,.,. an 
orderly alloeation of steel ~nto for the 
industrioa of the country. The director acted 
under i!Uitruct.ions of tho commodity &OCtion, 
and when an,!' J"Mtrietion was decided upon, tho 
director camed such orders into ell" eel by limit.­
ing tbe an>Ount of 8loel availabl$ 1<> any manu· 
fac:turer of the indostzy retll.-im.ed. 

(2) Licoosing.- Another method of oootrol which may be 
<D\Pioj;!d is tho.t of liorllliug doalera lolld prod....-.. 
J.ioon- should apoc:ifr rate& of J>r06t, o.mount., ond 
character of output and other oooaitions under which 
li<ensoee o.re permitted to operate. This mothod was 
<mJllo~ .&acioualy by both the Food o.nd the Fuel 
Administntion during the World Wo.r. 

(8) Procedure for gathering and di!oemino.ting otatiatiea and 
data relating tO eommOdit~. One of the earli..t mM&­
oreo to be takon in the inw..ta of securing do.ta upon 
which the D-'"Y action can be based 'lrill be tl•e 
Ol"g1Uiization of COIIIJUming and of produciOB indllllrioo 
into trade orgo.niut iooa aod the formation of war 
atrriee CGallllitt- which &hall be gi...., the duty. of 
roiJoehng pertineot data ~ oi<tc:b, eonswnptionz 
o.rtieleo ~~ produ~ing mothOda. ~ praoti-. anG 
- ,_,., to ,..,,_ produntion- The war 
..rn.. .....u- will be p•en the elemmta of the 

· · oi-tion lolld will be rttq1l<IBl6d I<> ~on1111~ 
~ lo meet iiin 111clt a WO.J tho.t the WUIDd-
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be .,...rod ~uate supJ!IY of thoir 
uf \be COIIDII:f~;.o and tb.t the mn&III,IDC MIJ:!Z 
~ ~d;.tributed. EMJeaoor. wiU be 
mall. be !"l"!t•b!Y0 that no pl•nto Jl!ld no md!l"ry llha!J 
in lhll d•stnbuduo.ed o ...... m.~a.ls -tial to thotr 
be COUlJIIeteJY elll 
ronlln•":'""" itU. Jball eo;tab~. a IIIIi~ for the 

F.orh tommodily ~ n)uation ol .Utistica ...,.,.ec~, ADd 
-b~~ to inEurll tha~ i~ shall !-Mlpplied 
p!fpotO ~ 10 carT)'iog <M;Jt t!a luoc:tiooe. ~­
w1th dolt - uirod regarding stoeb, product-, 
rtnt d•t• •!D bo::;: sale., collSUDlption by principo! 
lihipmeoto, 1'"11" 
an•clee, and P~'i:fch ,,.. detailed plans for the J?roeurt-

Conunodity '~d'"'\.1 of o~.-t<gie aud critical m~roals, an 
., .. , • ':Jcumnoy rt•ised by the Army and Nuy = 1 Boord and are on file in the reoorc:b of that 
: n- ,.;n indkor• !he mol! p~ng Pro!>~ 

· · ..n.r ..,..rdL Where ration1ng or relbi<tioD 
::,:::,1, the commodity diviaion will analyoe ~....,. 
otalistia~ to dettr111ine ~he amo!"'t of «>'*"ation ~ 
m;triotion ol oonsu1nphon rtoqun'tld, and .-aroh will 
bo initiAled to det.rmin~ tho items of n1anuf"{ured 
motNials or manuftccunng P"""""* where COII8trvo­

tioa modlocla or ....,;.tion of use can boflt be • ppliecL 
v· iutioo of information .to indust;rY will in ~.be 

mado through nr-strYICII eomouttes Whee an 111-

dWilrT bu not yet been organiud, the infonnatioo, 
rulings, and other pertinent aat.a may be eent clireotl7 
to in<lividuals or through 100111 Or!l"nizationa. 

Whe110rer detmed desirable lo give wide publieity to any mat. 
ter eoaoerning produot ion or conservation, tho publif. 
rtlotiono di.;,oo • .;u be called upon to diwminate tho 
_,- infonoation. 

4. Transportot!oD dlvialoD. 
•· 0 ........ -The tnnsportation agtnti .. mould o~rate under tho 

C"'OO'dination of the.ir own leadf't'fl. 
Wor ond other tme~ney powe111 tl!8igned to e:dllting Fedenl 

C'OOl"""'" rontrol agenoes by oongrmional legislation lliou ld coo· 
linae to budminitetrod by sueb ooa; ... in eonperation with tbe d>iof 
of tlrls dirisioo. ...., 

6. F--..-n.. llan!portation dirision ex~ control ..,.. 
oll IDCide. of COirulltrtial lri""''Irtrtion in IM 2011e of the intuior alii 
oru .n .,.. thortof. Its functiorut are •• Collom: 

(I) To formult te polieies relative to the empl~nt of tho 
tnnsportation latilitics of tbe oountry. 

(2) To. eotabliah, under approved policies, rulea and rtpla· 
l!Oill to ~.•rn the operation of th& Nation'* tra~ 
lioo facilit~t~ ADd their use by shippon. 

(S) To rlatt "!th cootrol u 11117 be -ry to i~~~Uro * 
"!'* tlcitut 11>e and <>perat ion of tranaport&tion t.cili­
!!.'!,, '!)lis CO!Ilrol is tlfeeted by means of the rul,. ud 
.... ~•tions mentioned in (2) above, throqb the ......, 
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of ....._no. ~ aDd iD oooporation with ootabliobed Federal rogalalory bodies. Tlie- of tr1uul­portatlon hcilitiee by Oo•emmeot op!ci• is a11o gonmed by the rullo aDd ...,.tatima NlabUohed by tbia di rision. 
c. Jli>WJHIW... 

(1) Upon the outht-ook of an etne"JJ'!DCY of 1101c:h magnitude u lA> P.lace a eerioll8 additional 1'*1 upon tran&portation faeilitiM, it is 110t to- that the inc..._ in load will be applied suddenly. Renee th6 mobiliution of tho tran&portation divi1ion a11d tho mouuNO& lA> put it in operation may take p._ in orderly p~ (2) Downer, it will be ne<e911UJ' lA> aCCIOO!pliob certain pr6-pant<>ry meuu~U with a minimum of delAy in order that the work of tbo dirition may beoome tfoctiYO in time lA> avoid the reoulte of lack of timely coordination of the tron&port sy&ttm. Such prtparat<>ry measures will eon&ist of-
( a) F inal reflsion of plan& for the operation of tbe division. 
(b) Preparation of droit. of direeti-re to the dirilioo from the Adminiatrat<>r of War Roooureeo or checking and perfecting such draft u already t uiat&. 
(c) ~paratiooJ iD collaboration with peroonnel hav- .._ ing cogruzance of legal maturo, of drafte of any _.,. legig)itjon, or reriling aucb clrittt u already aUt. (8) Tho initial mea!JUrt& eet forth abo•• will be aeeompliohed by the app!Opriate peraoontl of the Army and Navy MunitiOM Board functioning in the manner p,_..ibed for peaootime. Th... meuurM obould be W>dertaktn u eooo u it becomee apparent that the olllce of the Ad­ministrator of War ~ will be called into eaistence. 

(4) The final phue of tbe mobiliaation of tbo dinaoo will take plac6 af~ the formation of tho oalee or the Ad­ministrator of War Beaourees and will oooaiat of tho aj>pointment by bim of the chid of the lranlport&tion division, who wiiJ then prooeed to oompl«e an <I perfect an organization and to carry on the work alrea<ly ini­tiatecfby the Army and Navy Mu.niUona Board. (6) The tranoportation annex i1 the d«ailed plan for control of lnnlportation in a war emergency and is prepared and currently re"'-cc by the Army and Navy iluni­tions Board. This &ODell is on 816 with the recordo of that Board. 
15. Power &lid l'ul clhuloo. 
a. The ..u.ion of this division will be to in&ure tbat an adequate IUpply of power and fuel is fumilbtd to far.ilitiee -tial to war production, with a miDimum of inl6rltrenco with the nonnal pro­duction, dietribution, and u&e by the ci-rilian population. 
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~.~ocS111JAL 

26 . . . . undtr lho Admin-- of War 

6 
This dimion h .. Juri9ditt~d .,.. of po..-er and fuol for war. 

~...., o<er the dertl~"" .., folio•·•: 
. I 'L"""" IUO bmclJOIJS r~C!I relative lO the olloYiat.ion of 
t.uu~ 1''( 1 l 'l'o Cormulate- po ICJ 

•hortogot. 1 10,-oo policies, such Mllell and reg· 
(i) To ,..,.abli!!b, ~ ~ and coJllit'fvation aa way bt ._ 

ubi-go~ ackquate supply. . • 
-rr to~ !he midi• of nr """ICe coouruu ... 

(3) To t f<d, _IIU¥"6'" zon&-()C>Duoi ogend.., the cont.cl 
and ~ 011~ the rules and regulations men. 
n-!Y to(~) bore. 
tion';1'0,. ..;perol ion of tho power. ~nd fuel indus-

(4) Th~•·' the de""IOIJOOent of addiuonal tol1rc<$ of 
en.., to .. """ . needed 
"'11JIIJ i! "::!t~ith ... ~blished Federal and ~ 

(~) T~ ..gvia!DI1 bodi8;t orith .• >'ie!' to t.be rtrDO<'II 
of u~iog r.strictJOII wh1<h nugbt tmpede -.rart-

pnxfucuon. ,_ • t.b • d . 
To al!8i!t in financial omongv\tenw .:or Ole •n ustrWs 

(G) •nd-if and when n...,8Sllry m order to pre~ent short. 
~ for .-ar pu~IO cause t~o formatiOn of ap· 

riate mtionaJ-sm•ite corporaboo_a.. . • 
(i) T~• with the oth~r '!""trol dmaoooa aod willl 

other S"~lal~~;tnaea m the fur1l>Nanco of - · 
um ~ lo assure an adequate aupply of power 
and futl. . 

c. Upon tlot .,.tbmk of an emorgeney of "'.'~. ID"fJ"!IUde as lo 
plart 1 o;eriou• nddili"!lol lood '!ljn powe~ fneilit1.., 1t Ia uot f­
i<'tll that the in<rt*"' m load .. ,) be apphed suddenly. H enee the 
lll<lbiliJIIiM ol tho P!'..., &!(:!ion and tho 111<1!-"ures to put it in open· 
tioa may lab - on a -•bl• unhurri«< """"*"· 

1. F..- booh ponr ud futl, it .-ill be ot<JtSSOry to accomplish cor· 
cain propon141J' -.."""' with a minimum of delay in order IIIII 
the work of the ditioion mv become elf<ctive in tim6 to uoid cht 
... ults of l11<k of timely meisures to insure the adequocy of JlO""' 
5Uppli.._ Sum P"J>Iralory measuo·os .-ill consist of-

It) Final rtvision of plaru~ for the operation of the divisioo. 
2) Prtparatioo ol drat~ of dil'l!Clh·e to tho di•ilion from the 

Adminiltrat.lr of War ~I'Ot'tl, or re'riling IIUCh draft 
uolreadyuiol& 

(I) P!tpantioa. in rollabnration with pel'WOIIIMI haYing eoc· 
~~~ ol lega! !"alters, of dn& of &n;!' ...,....ry it<· 

•. ,iflallon, or rensmg fRICh drafts aa already exist. 
'· The moloal DltaS11rtS oet forth abeve will be accomplished by the 

apP!""P"''" Jll'r&CliiiJtl oft he Anny ond Navy Munitione Board fuJIOo = m rhe IOIIlllf'r p~bed (or peacetime. Tbeee mea.&Uft! 
be uud•!1~ktn ~ ""'!" as it becomes appareD~ that the W11 
~ Adm!nl!l(raboa will bt <ailed into enMnoe. 

at{;,~ fi;'af P~ of cht mobiliutioo of the diviaion will toke placl 
wr oormauoa of the War lksour<es Adminiltntioo and will 
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c:onsia of the appoi~ by the Adminiatn&« of War Beiou.­of the cb~f of the po11W and fuel di•ioion. The chid of thia dirition wi U IbM proceed to complete and perfee~ the orpniul ion of 11\e division, ~ by rep._,tati .. from the Arm7 and Na,.. loluni-tioas Board. · Decailed plana for the cootrol of power ud t.l, proj>ared and currenUy rorieed by the Army ancf Navy Munitiono Board, are filed with that ~ney. 
The Fedenl P ower Act of Aua- 28, 11133, aDihorileo the Fedual Power Commiasioo1 during any war period, to order such temj'Mlrary connections of faeihtiee and aucl> ~neration, delivery1 inten:bong\', or transmiaoion of oleetrie OMrgy aa in ito juogmeot will bee!. meot the emergoncy and etrYO the publie in-. 

s..,.,o,. G. w ... s .... OII Coaourna 
I. Compoettlon. 
Under the supervision of C01n'8ponding eectiona of the control di­vioiona of tho War Re!ources Administration, t"- coounittoee are oel<ded by eaeb branch of induotry or uade to ..... on ita behalf aa a point of cont.oct with tho Government. They a.ro net Govern­mont officials and are not a part of the governmental organization. When a committee is formed, care sliould be oxercisea to ... that it roproetnta aU inte...U in the particular industry, beth IIIUID and large, and that the membuo are eolocted from among tbo ablest and bost-m!ormed men in that field, who command the n!llpeet and confidonee of the industry as a wnole. 
z. l'urpoM. 
To provide an organi.OO method by wbieb the Government can ~uicldy p..-nt to aU the factora in an industry ita Medo in a par­fieular boo and rooti•o dependable information aa to bow they may be met and what faciliti .. are available. 
To provide organized machinery to colleet infonnation and adviae the Oonmment aa to what the neods of industry will be to meotlhe future requiremtnta of the Oo~rnmont. (See-. F , 3, c, (3), p. 23.) 
3. J[obllizatlon. 
Under tbe aupervision and ooordination of corftllponding aectiObl o f the contn>l di•iaiooa of the War Re!ources AdiDllli!tnuon, th­coonmitt- will be organ.ized as fast aa conditiont warrant. Th­represeJ~ling tho main industr~ such as steel, will be required on "M" day/ or eoon thereafter, while the .-ity for ctbera may DOt deftlop or man.!'. n>ootha afkr holtilitiee b .. e ~ Between th­two utn:mea will lie many ..- of intennediate omportanee. 

s-u,,. a Racnon.o. AOL'<Clllll 

In tho development of the organization of the War Re!ources Ad­ministration, tho nece;::a for regional agenei .. will be met by tbeiz eatobliahment aa the therolor an-

• 
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1$011ifiiL'L )t()llLIX""O:< PLAN 

f)lcriOS L B•JLI()(l&Al'JIT 

1\ mtri<tn lndllllf)' in tbt War-Baruch· 
Oo•·•m••••l Control O<tr J>ri_._Garrett. 
lnolustrial An,.ri<t in the World War--Clarkson 
·n .. Uautod Stot .. War [ndustries Board; an <h,m116 

lloard'o Origin, Funetioos, and Organization.-Wa.h'on the 
Oov..-runent Printing Oflict, !9JS. •ngtoa., 

FiiCll ol Wor Jndustril'S Board-Off,.. of The Al!ailtant a . . 
tary ol \Vor. .,.,.,.._ 

~fi~u!.., SJ)Kiol $eauote (ioiDJnil.too Investigating the M , 
110111 lndUitry-Serenly·IOul1h Cougreea, -first -' una. 

tlt<Ord• oll'llllning B,.Deh-Oilice of 1'bo Ali8istant a~~:. 
ol Wor. """"'1"'1 

R«ord! ol Anuyand Novy Munitions Booard 
ll«ord! ol Army [ndll!lrial CoUoge. • 
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APPENDIX 0. INDUSTRIAL MOBILIZATION PLAN, 1931, 
WAll TRADE ADMINISTRATION 

OOliTIIJI'J'II 
l'atllfljlrll 

8acr10l'f A.. lnLtoduetlo.n .............................................. .. 

~ ~~~~:::::::~:::::::::::::::::::::::::::::::::: 
~ a.baiDU<roiOr ••••••••• •••••••••••••••••••••••••••••••• P. Ad.....,.---································· G. a.baiDUOrolioo dhioiaD: 

Oflla.lil!ladoa. .. - ...... ......................................... I 
Publl ...... tlona -lot> •••••. --------- ---------- 2 
Fl•ld -"""•----- ----·······---·-----········ 3 B. Control dl•tWon: 

~~~~~~::::::::::::::::::::::::: Eoomy.~---························· 
I 
2 
a • L ID!Ofllplioo IUid-" dlvloioa: 

--··········· · ··············· I 
ILoMo«b......__ ________________ ,____________ 2 

War tr.do ia:~ leCUon ............................... ... .. 3 
P~oeeiotlon •••••••••• ..•.••. -....... • 

J. MoblllutJon ..................... ................................................... - .. - .. .. 
K. Blbll01fapby •••••••• ••• • • • • • • • • • • · • • • • • • • • • • • • • • • • • • •• 

8"""0" A. I...,...,uano>< 

.... 
29 
29 
:19 .. .. .. 
10 
10 
31 

II 
31 
31 
12 

12 
12 
as 
)2 
32 
13 

'!be control of war tnde invol- fwlctioos and a<tiritieo requil'­
ing ooopuatioo bot..-- the !Apo.rtl21ent. of Slate, Com......., and 
Agricul~ the Wu Beoourooil Adminil!<ration, and the Unitod 
St.IA!e Maritime Commission and may atl'ect nweriall)' the strategic 
plane of the War and Navy 'J:).;partment& The IW)I'Cli!O of wartime 
oontrol over imi?OrtJr and uportJr will thereforo roquire tho oetab­
lillhment of an mdopondent organi .. tion. 

Samo>< B. Avm,.lTT 

To oet&bliab tbe War Trade Administration and t<> eura. tbe 
fu~ons ouUinod honlin nquiro logialativo authority and exocuti"' a.ctaoo. 

Draft of & propoeod bill to elrect th- Mea$11'1111 io oontainod in 
appendix vn. 

SICrlOl< c. 0..UMtU110>< 

'!be organisation of tho War Trade Adminiaration ia ohon on 
tbe ehart. facina: thia Thia o ilation ia doduood from and 
folloWB clooely il>e W~ ~the World War. 

29 

• 
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_,., )IOIIJI.I7.A1'10Y l'l.AS 

I};Dt:u .. -

$ecnDS D. f'llscrros• 

. 1 od to cho W•r Trade Adminietn.tion 
Tht~ major fund-101\S c ll.rgt! 

.,. to- f all upo.U and imports and, for IWlh pur. 
L Extrtioe ('01\lrol 0 w>dot 1111<b terms and condiUOI!'" M ~ not 
~ w ......_I~ ,.fu;!e !ioellltl for the exportation or lmpo.. 
~tt'lt ••~ ,.w,or coin bullion or currency. 
caticol of all a~...,...:..,..;. the .,lemy by pnicluaioe purehJa 

2. Apply - 10111!6 P 
and Ly I '!'do '"~'tl~ l>rico-<""' rol policies relating to war 3. Athmnl61or d~ 'vt ) 
trod•. (~ iP~I:., ~tion of ocean tonnage by import restrie-

4. Provt< • or ttol of uport shipment& 
tioo! and ptfnon!Y eon ooli<rof rteiprodty ..-ith other oountriool w'­r.. Man . «ttft • iaav 6e inll..t-1 by the war. 
uporu and 111~ ..,-'1 ...... Administrator of War JIMOO~ to In ,.,.._ clt.... . • . G. 'de f"'che ... ,....-arion and ougme.nUlhon of ~~o supp aeo 
:~~gb to:~rt l'f8trictions and by obutmmg essential lDlports from 
(on•igu ~'QUJitriet. 

'llae P-.1'0 and ~icy of the War.Tr.de Admin~ 
.,.. .-.ltd io the Adminillrator who. 11 appomted by_ t!'e Pnsi~ 
and to ,-hom he is dirocdy ~blo. The Aclminietrator IS a 
....W.r of Oae Ad•i"'I'Y Dtfense Council. 

Stcnos 1". Ao\'18011Y Co)l"lfiTrr:r; 

'1\io ........... is .... posed of rep ..... ntativ... fi"'OD tbe st ... , 
lfar, NIYy, A~wt. aod Commtrce Departn-.enc., tbe War 
~ Admin~ aod the United States Maritim6 Com· 
......._ Tho pu.,.a of the commit tile is to advise in the fon:nola­
cion of policitt and plans in onltr to insure coordinated oetion by 
the og.ucioo rep ...... ted. 

SJOOnOX 0. M>UKIJfi'IIATIOS DrvatON 

I. O!!lot ...Ucm. 
Tht f~of cltio,$0Ciicm are to furnish the nquired per&OMOI, 

..,_, "lOll~ tapplils, and to ..aablish an eftlcienL c6>6 p~ 
2. Publle relat!ona section. 
'/; r!",..iMJ ol l)1is \"dion oro the preparat.ion of authoriled 
~ '~'11'0"' ~nd th•tr dJ!Irtbution, the operation of tbe libr&7Y, "''PP.mg,M.'rrttt, translation •rvict, and tbe prio&ing of eneDI! 
~ ~ ond CODJidonhal ouspoe~ list& 
~ %."':' .1 ,this OO<tloo_rtpn.;ooas the War Tnde A.~ iou.tioa. '-1 <llllllttlltu.e of the Pubhc Releti!JN A~ 
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3. I'Je1cl MCdoD. 
'The fuD<:tioDe of thit 18Cti011 inch~ 
<L Jurildicc.ion &nd lll&ll....,....tof oil br&nebee, cooperatin oftlooo 

and reprMODiatives of tho War Track Admin.i.trilion in tbe U;;u;/ 
Stale& aod ila ~""'-

b. Liaison w1th tho '1'reaauq ~pertment, P..t Otllce De~nt) 
&nd other govertUDenlal ogmciet, to .-uto tho policies of tho W o.r 
Trade Acbiiini.ot.ration. 

c. Ope ... t.ion of a war trade information eoni011 tor exporters and 
importers t.hrougbouttbo country. 

SltO'I"IoN )'1. Co!<TAOL Dma1o>< 

1. Import MCtlon. 
'Tho purpooe of !hit aection ia to oootrol imporla by a .,..... of 

Lioe_,. in order to obtain -tial m.oteria!B from foreign countn... 
'Tho IIOCt.ioo chief will have on bit elalf tdYioe.ra 011 COIJIJIIercial, 

1~, and foreign trade matter& 
T6e functioDJJ of tbo section are to-
4. Issue import licenses. 
b. Determine tho application of war t...de polk!,. to import 

licenaes ""'•Mtod. 
2.. lb:port section. 
'Tho f11nctioo of !hit IIOd:ion ia to act. upon oil applicati- for u- to export in order to-
G. Control uporla in the int.ueet of CODBervin~~: -ntial war 

materials. 
b. Determine DOOCIIBity for 01nbarg- on export. to MUinla, or to regulate a!Jotmenla to tliem in &()COrda nOll with de6nito agreement& 
c. Control exporta to neutrals for bargaining p..,- and to ad· 

jlllt unfavorable tonn~ condition&. 
d. Control foreign distribution of allowed export&. 
3. Ocean ahipp~.D« section. 
'The funcc.ion of thit seetioo ia to provide meaDB for tho CODBerVa .. 

tion of ocean tonnage ILDd for tho tra.n&porlation of nooell8ities by im­
port rt$1.rictioDJJ ana by friority contror of export shipment& It will 
carry out the policies o the War 1'1-ado Administration by ila oon-
11'01 over bUll!rer and ahip atom, by "'fusing or withholding lioeDBOII 
to any veo&el not under inili~ control on!uing tho b.trtJOra of tho 
United Sta~ and by um:iomg eootl'OI over ""'1!<*. deotination, 
and ship actintieo in gmeral 

ThiS section Will maintain reoordt of Jict08118 iaoued, ahip II)OVG­
menta, ohip carp, agreemenla ontored into by ebipow,.,.., charter­
era, and operatora; it will maintain records of 8hi110wnera, m..ters of •-Ia. o.nd po.rtjee intore6led in the transfer of shlpe. and mt.int&in a 
6.1o l!!viog the nationality type, ton•oar, t.nd ownership of oll._u; i~ .... u approve the t....ifu of owneribil? of -Ia; t.nd o.udit ahip 
Ito-. It will maintain braoeb agt~~la 1n all poria of entry. 1'be wort< o f tbe ..Woo will be carried 011 by tho collecton of caotoma. 

' 
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4. EDemT trade~"": .. m bo to ac:t upon applieMioat for 
~ !unt'lionl of th,. sot'ld':. to administer the confrol, by lleenae, 

t1ceOS<S in•!'lving en•r~ tr; b.;,n,088 in the United Slatel 117 eoem1 of tile c:ontii1UOO oon< ~ r 0 .,. to enemiee or enemy alli4a to UIUma 
«>neerDI; and to granth •eo:J- by which they ~ro lmowD at. tho 
or ase other namfl AD 
bogiDAiDg of the ... r. 

SJoonol< L }ln'dDO'ftO.~ •"" R......-cu Dm.ow. 

1 statlatlca section. 'sh ~- ·~· 1 · ' • 1 th' section oro to form .... tt.dca 11"'06 to 
h The lu~c:t•o~h~ Wa~ Trade Administration; to provide a aervico 

1 • ~ 0
1
he 

1100 
of ti<enses. to deled. different fom11 of abuse, 

!:h u onithipmtnl, alttring ollict~ etc.; and to 1appl~ -­
,. . and ..... !!' faetora of ""'!"!'ochues f~ goyem-w lgOII· ~ u the United Sutes Mantune ~"!'loa, War and No~ 
O.partmwtt, and War &ooult8 AdmmiSlrallon. 

2. &wuch oect!on. 
The func:tiM of this seetion i.s to conduc~ research for the purpooe 

of ob<ainU., apeeial infonnat1on ~neemiDg actual "!'' potential 
lortign aoureeo of 111ppl! of mater~als and produete Crltic&l to lhe 
.....,.y "' to the Uoittd States. 

3. War tnda Intelligence aeetlon. 
Tho primary lanction of this eection is the detornlinaQoo of the 

tJltlDY or IICIIIfiiOmJ' &tatus of peroons or firms trading with uy 
JlOl'&OD or firm in the United &ales. The collateral functioN ar&­

•· To 1'"-'11 on the character of tho consignors or eollli..- IWll4d 
in import and upa<l 6ctru~t appUeations. 

b. To 111pply the enemy trldo aec:tion with infonnatioc eoaoorniDc 
applicallll for lict01e lo trade with the enemy, and ~ tho 
dwoc«< o.llhe penans with •ha<n it is deaiiecl to trade. 

4. :rorelp eemce aeetlon. 
The fundioos of thil section are-
•·. To dtCtnnine the need of war trade rep.-otati- in the 

foreogn field • 
. b. To locate, jnn.tiga_te, and •mJllOy men to 6.U theoe -t5 ucl 
1ns!nJct and train !heai 10 the rtqUI,rtDitDl$ Of their pooitioow, .!o"nc!f hop fortJlll .agonts oupplied with propu equiJliDIDl ucl 
boanl. help and edriotcl of the poliei<ls and •Jlltruct.ioae of t11r 

d. To rt<.'tirt, CO(Iy, digtQ. and dil'lribnte rtpurl:l! of foroil" ageota. 

Srono.< J , lloouJ:unos 

llfl1~or<:':~:.!'~ and. non;titic. Comme.~ of the.C:::Do~ 
oeftftl flllld'- of the ~ unct!o!'S wbieb ~ 
the lqriQJ too~roe 1 ar ·~ AdmmJStratioo, and ;. loft 
of a War Trade Ad'::;in=o::u-nel to assist lD the formatiea 
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TbU. Ba-u bu ....., in the prillcipal eiti .. of the Ullil«< Slat. 
and bu eotabliehed contael4 with import.en and UJ)Ot't4n foe tho 
d~minalion of Indo informatioa. Tbso ...,_ ha•o eotabliahod 
a routine of COOUI)uai..tion with tndon which could be rtadily 
modiJlod to meot tho cooditiona uiatina in wartb,.. Many of the 
rell!Ona for wltich th- om- .... oot&bliahod, .. g., tho promotion 
of foreign oommerco, will ceaoo to en.t in wartime or will bo oom­
pletely &angod by wartime foreign-trade polioy. Thoao olllcto will 
therefore beCome available for war work as tho aoopo of their nor­
mal OJ.'!'rations doclin.._ 

Silmlarly, tho bureau's rep.-ntatives in foreign oountrioa oould 
be utilized to cony on the fOI"eii{D oontacts in acoordanco with the 
polieioa of tho War Tnde A~mintsCntion. 

s.mo" K: BDILl<><JUPHT 

~rda of the War Trade Board of the World War now in 
CUII<lcl7 of tho State ~po.rtmont. 

J!eport of tho War Tnde Boarc!, JUM 80, 1818. 
IndWitrial America in the W orlil W a......Oarbon. 
Smashing the Home Front-Holman. 
~rda of Planning Branch, Ofti<e of Tho Asailt&nt Secretary • 

of War. 
Rooords of Army and Navy Mwtilions Board. 
Records of Army IndustriAl CoUeae. 
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APPENDIX 

I. Genernl. 

U MOBfLIZA TION PLAN, 1936, 
Ill. JNDUSOTRR~DM~NJSTRATION 
WAR LAJJ ' 

OOIITEN'tS 

luI hut• of -~~r tilt tunn power of the X at ion has two distinct mt.~ 
f'ion..; tc1 ru·u,·itle flltll for the 11rmed fort't'S nnd to provide men for 
lht rnll illltrmnC'(' 0( lh~J;< armed foJW& To moot (he need• ol the 
forrutr, tl k'lt•ctNJ portion o£ lhe. ruafe popuJ11tion within SUCh 8~ l8 
tlh• t'ongr,._, '"".I' dil't'l't will be caUl'() to rhe oolon1. The war elforl 

3< 

Regraded Unclassified



INDUST&U.L MOan •z•TJON PLUl 

of the ~maining major portion of the population must be 10 directed t bat it may moot tlae n"""""""y demands of the armed forct~~ in addi· tion to the normal maintenanee rtquiren\01118 of the ci•ilian popula· tion. The plan for the o~ltiz&tion of a War X..bor Adminil;tration u set forth in thi• appendix bu been developed to assist in this pro· grnm and to provide machinery for the equitable and voluntary dit· t ributjon of laborJ &lrilled and un&lrilled, ma~ and female, to illdUJtry and agrieulturo auring the war period and to further to the ulmoot tho war eft'ort while causing tb• least Jl(>Mible disruption to normo l industrial eJfort. 
2. Industrlal cluaUI.catlon. 
For the puf1X*S of this plan, industries are ct ... ified aa foUowo: a. Tb06e directly enl(lged in the production, transportation, and storage of auppliflll for the armed fo......_ 
b. Tb- indirectly eng11ged in the production, 1 ransportation, and lllOrage of supplies for the lrmed fon:ee. c. TbOf!O engol!OO in tbo production, tra~rtotion, and storage of • uppties I'SllelltiOl to the wellare of the civilian population. ll. Otl•er industries. 
Tho War Labor Admini.otrotion will bo concerned primarily with the problems of furnishing and maintaining ade<1uate labor in thooe indu.strifll! clusi&d un~r a., b, and o abo•e. The onension of such a labor control policies as may be adopted to cover industries follinft under clossification d above will depend upon Ute developed mogrll · tude of the war eft'ort. 
3. Function&. 
The O.(XlrGtinlil functions of tha Administ.rator of War Labor fr'Ont the tim<~ of mobtlization are in cooperation with industry-"- To determine labor roquiremtnl& 
b. To 611 tboee roquirementa by bringing toget htr the job and the worker. 
c. To keep togethe.r, 10 far u cond.itions will 1~rmit, the job and the wor,ktr. 
Should the mognhude of the war warrant it, an odditionol operot· ing function will be thnt. of supervision o\•e.r tho industrial education anil mechanical training of lAbor ""!Uiftd by indu&try for !lecell!lr1 expansion or in replacement of men lobo into the onlled forres. 

Soarro>< D. AOTuoai'TT 

To eeublish the War lAbor Admilli&tration and to exercise lh• functions outlined herein requirM legislative authority and executive oetion. If, al tho outbreak of war, Utero should exist no legislotive enactment providing for the ereatioo of appropriate admininrationo 'll'ith the ._ry ilddilional .,.., time powera, propooed ltgislotion and ap(,ropriate Presidential proo1amatJOOS to cover tbt.'f;6 agencies will oo found in appendix VII. 

Smnro; C. O.O...vit.ATrON 

The organiz.ation of the War Labor Adminil;tration isabown on the chart. The df«t of this orgaruxation is to place ~nder OM admin· 

I • 
I 

I 
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lSl>UiDJAL )lO~ 

36 . at ing 10 tmploymm~ aud concili&. 
; .. nti<e hdd all ~~~ fuootloDS ';., .• ,..] independent agenei,. during 
lion which ";ere d,, •• ded among 
th• Worltl II ••·· 

St:CTIO~ D . .AoJoiiSI8'rtWroK 

"bil'ti<o ol tht War LAbor Adminislntion The po..-tn and ,...,~, 1 who ;. appointed by th& l'rosident, 
aft \"'f'Stfd in tb~ AdmmJSlrator t!i~. The A_d~rato,r ia a ~ 
and to ..-hom hf I'~ du«t:Y res:~uWl I lis ml$100 1JJ to mwre 6r~~t., 
btr of tl~ Ad,·~ry Of tnse od that· industries catering to essential 
thnt war iml.u,..,trtt.,., ,.nd ~ td J;t~CIIre and maintain adequate foroea 
c·i,·ilitul rl'tLU.tl't'Uttnli are~·ued to accomplish their mi88iona. The 
c)f 11t~r, t~klllt.''~\ atnj 1 'be ttn 01~tstauding citizen wh,o ia ~oroughly 
AthumJSlrll~or *' 1~1 ~&ems enu~ring imo the relahonahip betwMil familiar w1tb th• l" and who ;, eapable of dis~ionate judg. 
rmJJioyu 1~ fGIJ'\01"" H obould h11·e th6 oomplete eon&d._ of mtnl an dlf'lr toluttoa. •. ~. '.odustry 
~.ch DJ.aDib"t.WtD\ 1nd auv• Jn J • 

Sr.cnos- E. DEf•tT\' J\o)IIXlS"MlATOR 

Tl O.puty Administrator ol LaiJor i• appointed by Uoe Pl'1lf!idenl 
00 ,:,,;111cion of 1he Administrator of War Labor. ,ll,e abaU per­'""" ...a dutifs •• may be deoi~'llate<l ~y the Adnuniltra.wr _and 
..J>&U ld u Administntor of War Labor 10 th6ab6e,_ or d,..bility 
u( the lltll:r. 

._ IX.Tios Jo'. A_rn I!OMY Coe-Nen~ 

n ... Administrntor ol Wor L&IJOI' "' .... isted in u •• formulation of 
polide!l and 1ht adoption of means to ndminister such policies by an 
•<lfi""'Y <OUndl<OCI!isting ol 10 m•mbenJ, 4 of whom shall nprtstnt 
indo;-try, 4 np.....,tatim of labor, and 2 representing the general 

po~;:';,bers of the ad•ioory <0011C'il are •t>pointed by the Presidonl. 
The •d•il;ono <OOncil wall ..... t from ume to time .. direeted by 

1heo .\ drnir•ist ... lor of War Labor. 
1l1t ~drnini~rflt,or or his dt:puly tohnll pt'<'Sido at oll meet.ings of 

rhe adn~ry CO\IIlcd. 
Am.ong tl•e prind1>tl qol<Slioos to he considered by the advisory 

('OUJX'd It&-

t, lJt'IRI,.. to j>rtl'fnt grie<aneeo of tmploytn~ or employ-, 
wbothtr ldtW or om&g~nary, from interftrinl! woth war produelico. 

2. The •««:~. ol Of'Riniu.tioo of tmployers moo trade ....,iaOOIII 
1nd o_f labor 11110 1 ~<1e umons and tho. t ffect of the maintenance of 
!h• riglo~ ol, ~llectl\'e bargaining between such orgaQitations oo 
mdu,try • •b•hty to meet the materiol requiremenlB of Uoe armod forti'$. 

; ~~ndl~trds 
1
ol wagtt;, houn of labor, and workine eonditi<Jot. i ,..ua ~ 1 o par for idential work. 

due ~...,?a for t'be _mOOification of the statuwry workday with 
rtgonl ar the natoooal necos.ity and the welfare of labor. 
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6. Mainmnanoo of maximum production in all war work, and the a~nsion for the period of the actual emergency and a rellbOnablo •dJustmllllt thereafter of restrictive regulations not having the force of law which unreuonably limit production. 

SlllO'I'Io>< o. Pom.to Rl!LATtONs DtmtoN 
The mimon of this division i• to oct •• a central ~n<J for lb. d~mination of infonnalion to 1he public of olfie:ial, educat10nal, tUltl infonnative material in BU.Pport of the policies and methods in¥oh·ed in the War Labor Admintstn.tion. The ch ief of the division represents the Adminiatntor of War Labor on the adYisory oommitt- in the office of tho Administrator of Public &lations. 
Methods and policies for tho ooordinotion of national publkitv nctiviti .. will be shown in appendix IV. · The division oonsiots of two sections: 1. An information section which shall collect and tabulate full information on the work of tho War Labor Administration, and prepan> P"- and other ~~- for the information of the public. It will olso prep•ro subject mattsrs which appeal to the palriotisltl of the publiC to the ~nd that the greatest. poss'iblo participation in the• war effort t>articularly by men and women in industry, may be I!OCIIred. Ita work will consist primarily in tho education of tho public to art understanding of the t1tlljt11itucle of the industrial ~trort. 2. A publicity oection which slt.U establi•h and maintain friendly rclatlons with tbe pl'fiiS and w'itb the radio, tbeat<!r, and motion·ric· ture activitiee and similar avenues of publicity. Tlila ...ction wil be char~ with oecuring the publication of press and siJttilar releoses relaovo to the war labor program, oub~'f. to the regulatioruo ellab-lished by th" Administrator of Public lions. 
SIC'ft.Ox B. A.tuu:sJI'I"U.110lt AND CoRRr.JJPONDENCI! Dn"18IOS" 

In addition to earing for the usual office routine of cor,..pondence nrtd filing &Jtd the operation of Jtenognphic and .......,.gtr pools, this div'i11on will be the cust<Jdian of ~be p~ing• of the advisory counciL 

S•or•oN I . BUUAo or WoJON AND Mn<oa 
1. Gen eral. 
Thia B11,..u studieos all problcma peculiar to the employment of ~omen .and minors in induttry and recommends regulattons ~rd. m~ lbetr employment-. While the Bumtu is itaolf primarily an advisory rather thon an ad· miniotrative ogency, the peeuliar nature of its work w'ill eall for a <'Ompre~nsive O!rnizatton to be OOIIlJ>C*(i of specialists in their vorious Aelds. Both advisory and adminiatntiv~ ag.mcles of tho Doreau will work in coMlant, though informal, contoct with aU other ogenei.., of the War Labor Admi.ntstratioo, _pl!tieularly the omploy. tTitDloen'ico and tholl«Jui~>ents and Stattrtics Bureau . ...... _.. . ._ ... 
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Z. Ad~ry age~:-:: ... lf'fJMf#WiMI.-The council will keep 
• a. C()tlntil of ~00';,.k of infiltrotiou ~~ women i!'lo indwotry lllld 
mfonned of ~~~~.f.~~y where the ud~""hon of eoo8ld,t .. bl& numbert 
~'<>~m<rl~p All mi"ration in roll"'~ c~ange of ~deooe as to be 
•• a~ro ' · • 'l's rtromnaendallons ~ tb$ ~ ~..d'!..d. ,;~:o;"J.... worbra •)II. eonsider their famili~ a1o0 
. "!\'!re tho ""!faro of cluld= IS "" ol<od. '"n:m wwoc«~For smra\ fN'\"11."- the statui .. of ~ yt.riou 
Stat .. P"'seribf <trtain restn~taons !" .the hours and oondata?-, of 
r.n )o nlent. uC women and mmo";l m !ndustry. Ot~er reetr1et!ons .,! bk,gM 11ooui througla ,..gul11hOn8 '"'""'! by varaoue. authora~ 
F«lerol and Stato •!ll'ncal'!!1 by ag'!"'rneuts wath ~~~ uoaOtlll, aJU! 10 
other ... J!. Many of thl'!!e rej;ulatao\"' and n;strictlo,. are. txptdieU 
nthor than .-ry to tho irtJI.boang of eat~ the N~taon ?' 11ao 
worbn. In a natioN! emergency mUcla ~~ tiUs ex~ IS ''* 
and the cptntioo of oome of tbeae r<gUlataons and reltnctions may .-.u be susf"1nded. . • . This <liva>ion 11 .. tho double functaon of reeoouneodang an appro­
prlll1e ea...<>es the &USI*J.llrlon in wh,o l.~. 01' in part. of ~h reet.ricbons 
nml •·itla the cooperation of the davas1on of pubhc relat.iolll, of ,..,.,. 
ing 'the apprenlof public opinion to the action taken. 

3. Adm.lo.IJtntive agencies. 
a. 11·-~-·· Jin.;.,.-Ill normad limea t.bere an: If>' J>roximaltlv I(),OOO,CXX) .....,... and jlirls over 16 y•rt of age em­

l>loytd in lndomry, romme..., and I he profe8Sons. The l!pecifie mis­
•ion oflhi• division is to dirert.tbo ~test. possiblo oumbOr of thoae, 
)Jarticululy thOiill engtged in me<l••nical and oorrclated seientific 
work, to munitiona and euntial civilian industries. This task will 
I~ large!!_ edu~a,ti,onal in cooperation with the division of public ttiJ. 
""""·· . •oe dans.""' also mUSl bo prepared to undtrtalte an adift 
ncrutta~ """Pl.'~ in cooperation with the employment oerTice lor 
abe ....,!""'«._traonong, and infiltration of women not gainfully em­
J•)•yed, anlo tndtmr)'1 _...,and auxiliary se;.,.icee to 1!11 vacan­
.,,. <~used by lh~ wundra .... tor men to the colors and to provide for 
1he _labor ~XpltlSIOn of many t'S'St'ntinl industries 

1 be work of the division will be divid«l amo~g tbre& eections: 
(t) &tfi«o •1-l~r tmploytd i" com_,.,jal ll•d _. 
~.. «ntpali()N, - This section .._......... 
• • to - tht needs of war and -'ltial cinliu tndUM.,.. for trained "omtn. This include~~ the t,.... 
~~· of wom.n

1 
factory workers from plaote of leoser lA> 

(2) '."0 O ga;eater - ntinlity. 
&.~,.,. •I ~•gAly trrri•r~l 'IDOl'""' kr1xw em'fll(lfM m rJ. 

;t;;!'t'"T;,~• l'">{tUiDM/1 !md 1cimtik rttti/I'CR ,_;. ....k-f as ~hon recommends m«bodll to meet the 
traiaiJ,~ ·~~~ iwl~r)tt for womoo of UttptioDII 

(I) &dioo.of :,.:;.a.r lpi!Ctah~ field& • 
This -ion· """''"'9V•f'td for_._A t~ 
l>ly ..-ith the 15 char&><~ with locating women who"""'; 

<>ccupauonol opecificatiooa of the Wor ..,. 
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39 
'Na"Y DoputmoniAI,IUid aiding..,~. of o-De­partmenta which may be ,..abl•obeil for the purpooo of .-,itiq w- of ....., eiMoilleol.iooo for duty with tbe anned folllel-

b. &cilll tMd t~ <eelf.,.. ~The accumulation of large numbera of women in rMtrieted iJiduoo&rial ....., to - the labor demtuldo of esJ>&Ddod -tial indwotrieo p.-nta oerioua problem& in the mllinfentu1re of their oocial IUid """"omie weltoro. This dirision through dOCJtDtnoliud wtltore W1ill working under St&-t6 organiEationa n1aintains eocial trclfare agt_nc.ies within: the va· rioWI industrial focillli .. u well u proridiua for oocial cootacl. and aid duriq the leisure boura of emplond womtn. •· 11/ioor• dw/1~-Wbile the employment of c:hildtu~ llOder the age of 16 yean in industry or agrieulture will be noided wherever pool8ible, it must be rec<lfl'liuJd from tbe beg1nniJ1g tbot the Mt~ o f the tmorgmty may ~uira oueh employment in ita later stap. 1 n the oarlier ot~ minor& o-rer 18 year& of ~. IUid in ..,... eues over 16 yeara, can be utilized to ad .. ntage. The .. ~ordlng of tho n>orala and the physical boalth of auch employed m.inon ia the aub­jeet of the partleulor otudy of tbia di•ilion. This dirisioo furll>er recommends regulaliona ooooring the employment of m.inora and their training for such employment, IUid Iiiii .,._ of oocupaliono 1 from which they should be escludecl. 
8amm1< J. BUUAO or~ .um 8u'I'I8!1C8 

1. GeneraL 
This bureau is an OJ?<Inting agency of tb& War Lobor A.dminis-1 ration. Ill fu.nction 11 to eOiloOt aDd tabulate, primarily for tho benefit of tho employment oerri<e, all poll8ible information regard­ing labor requirements both in war iodllllriea IUid in those .....,tial to the wellara of the cirilitu1 Jl"Pulation. Labor requirementa ioeludo the numbera by .._. of W>llcilled IUid ... miskilled workers aod of skilled won..,.. by occupational clwi­llc.~tions1 and the geograpbieal distribution of 8uch nqOliroment.a. This IJW'tau !iota ooeupational cliiiBilleaaona which ~uiro time for the tnining of the worker. Similarll't tbia burtau liota non­productive occupations, aod those which ettner are not ...ntial to the war eJfort. or are of a nature which ~rmita them to bo performed equally well b] wcmu or by mtn outoide the draft tee- The pur­pose of tbia listing ia to alford the maximum replactment of men by women and the relief of IIM'n from n_,t.ial oocupaliono for trai!Sfer to pooitiona in -ntial iodUJtri.._ Tho determination of labor ~uiremeots of ~6e ooeupational d..ulcationa, partieularly those of tbe "by men cl.., requi,... au understandable and uniform terminology of aueb ooeupationa. 2. Bulc lnduatriea ciJ'rialoD. 

This division io Sllbdivided into four -ooaa: ~eulturo IUid ar.W...I hotbondry ~ Foraatry aection. 
Po~r eoctiCIL 
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Min in« ...:lion: 
COal •u~ion. 
Mttall 1u~ion. 
Milctlla.-JS sttboec:lion. 

3. Tranaportatlon division. . 
This diriaion isoubdividod into th,... oec:tiona: 

Railwayeectioo. 
Marina lfd.iOG. 
~Uan<OWI action. 

4. llanutaetuns and mecht.Dlcal c!ivlaion. 
This division is subdivided int.o an-on soctions: 

Construclion section. 
Metal ... orlcing indosoi8 Old ion. 
Wood-worldng industrio& aecti01.1. 
Clolhit~g incloutrils _., .. 
Tutile tndllltri8 action. 
llool, ahoo, aod leoiher induJirioa eection. 
MisetllanOOIII -wical industri"" oec:tioo. 

5. lliscellaneous Industries division. 
111is division iJ eubdil'ided into aix ~ons: 

Wboleoale aod mail tradeeection. 
l'rofta!iooal .UOO. 
Cltricaii!Ctioo. 
Ho<tl and d-o: suvite M!(tion. 
Chtmi<als action. 
lli!cellaneous stet ion. 

6. Occu~tlonal apeciJicatlont d.lvlalon. 
This diyision iuubd!vidtd into 10 -ions: 

Rat!. lrllllfiOrt&UOO section. 
Manno lraiiSpOrtation section. 
Mioot~ lnDsportalion -ion. 
C•muni<IUOill eection. 
Mt~al wothra section. 
Wood workera I!Oetion 
Tutilee eeot.ion. • 
Gmntnt wo.t.ra I!Oetion. 
Ltathtr and shot ..-oclctra section 
Minl'"'-s-m_ · · 

SllmOs K. ExPLOnt""·T SalVIa 
I. Ckneral. 
11•is flfM'it'l is An ope:rar· 

job ~·•I the worlter togethe mg ~nry. It~ function is w bring tltt 
oblam the applicant~ nuar~ . 0 •ooomphsh this object.i'le it mUll 
or the job lor whieh h1 1 "!'110118 and be assured of the uillaKo 
he ~ .,. r'" oemoes ,,. do&I"'O!. Otberwia thera ril 
J>ortaOOI, hOaai~ !aborppl with 8trious oomplicationl in ..._. 
~ ""~ntaatioo lor Yll)'ll~ . . 

.. ndr..t;,.l'f<nl,ti!'« <arritd '"\tOr 
1
tnobthzahon require~ a IJIII.em of 

a 1 :><rsonn•J llOCn oo sunu tantou!Jy throlll!hoat the 
ltrong, though ISillall :.t:tto ~rio!"' this t.a&i. n . ':~~~ 

' orgallltatlon for PIU'p(*8 of II 

.. 
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otudy and penonal OOIItect with other . ..... of tile ~ and of inchiltry aDd a ~1 ~ IWd '-. It will utili& fuUy .m.;.,. ~ m':".J:.~,.......t .mo. aDd will coo~....-ywllhall &ateud !Pal~.:' r IAI>cw ~ta i111tambon of nne!rillocl woalwla aDd tn n-­bon and by occupational d••flortiOilW of lldllod wwbn will ba obWnod fioall tba lloqai-. ..... &·tic!or ...... fl- tba Anny, NayY, Department of A«ricohure, BuN&U of WU. and othor Oo~tal ~ aDd froall illclalu7 dinot.. Tha work of tba aenioa ia carried oat t.broap ,..;oaaJ ~nci .. which will vary in their or.=~on aoconllng to the indllltrial, conunerci&l, or agr~ultural of the .._ --.d. ll. Orpubatlon. 

tbo diviaiollO of the &Quirementa and StatiaiCB BUN&U · 

a. Thd -nco ia ~dec~ into four di-rioio. CCHtiliOpO:n-; typoo of indllltly ooneil. 1"- di-.iaiom ll)ll)oo tpeCia1 · o employment oonditiona and of w- roquirementa in their roopeeti" industrial fielda ao -ry praliminarieo to t.ba pl__,t of required pononnel 
b. The organisation of lh- four diviaiollf i• ao foUo.,..: (1) Btl#ic Wlwt.W. di.,;,;o,.-Thia diviaion ia oubdivided into four eoctiollO: 

~cultural aDd aDintal huabandry aection. Forllllry-uon. 
Power .ct.ion. 
lliniJ>c eoction : 

COal ao'-'tlon. 
Metalo 81lbaoction. w-.u,_ aobaoction. (2) TroMporlaJ""' di .......... -Thio divioion is IUbdi•ided into threo aecti0111: 

Railway eoction. 
Marine ooctioD. M',_n.._ aection. 

(8) M-faci- 11M -4Mlcol bodwtrw. cliM""--Thia diviaioo ia aobdinded into .. _ -~ ... : CollOtruction eoctioa. 
Metal wor~ iDdultri .. aection. Wnod working induotri .. ooction. Clodtinll; indnatrioo aection. Tutite md_,_ aection. :::1 lhoo, aDd INiher iDCIIINiM ooetion . .._ a>ocbanical indnotrieo ooction. (4) MIHri~ Wwtrw. ditMim.-Thia diviaion io I>Ub· divided into IIi>: llctiono: 
Whol..te aDd retail trade a:tion. Prof.-iooal ooction. 
Clorieal aectiCJD. 
Hotel and domertic ..moo eoction. Cbom~lo -=tloo. 
~..- aectioa. 
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I. Gen•r;ai· . . 8 ncy. 116 function ia to keop the 
This .. rv1"' 11 811 operatanj!raf.• U1isn11y be reaaonably poesibJe. 

joh ond tho ~·ork•; togo!~•~ mould, or pecessity, be prom!'igattd 
ro ocoompli•h lh~ ...,.. 1~ .. toblislung ihe eoooom>c ,..Jo. 

111 tmtrgtn<y nlltonol ~ P'!::J .,..,.._ ma,._n~ and J.bor 
tioosbip thot.olaO<I~th~ !'::·~~~ t-~obli.hing the nati01111l policy to 
:;:,~:: ~utl.!':uJem~nt of ;u labor tlhvutes. · 

2 organizAtion. s . ')) . f • 
' ,_ .1. t' I ond Adjnshncnt CI'VIOO WI C0118ll!t 0 Q Da. 

The ' on<' I " · 
101 Uoord rl ~'Niorol Labor Arbitntion ea.,,. 

~r, an .A;!•J.~ry raJ Lo.,;n A~icration Commission will act u 1 
111"'":'' r . ~. for tbe eoordiDition or tho work or ~ 
rtn! ';:::b!:..n~s'amdtr nr tnlfrgtllt)' ~dit~~ 8~ boenll, 
nab~l _ 1•1.,. bo., ,;tatulj'], juriMlu:uon watbin delinite fiddS 
wlcumpea .. "' .. · 1 t' d b 
of indllstry, will ha''t the tddt"ll Utll'S o ope~a ton un t~ sue war­
time lnbor licies tLB may be adopti'd ror national comph~. ~ 

- fon of:.•ar with the re.mO\'Ill of the Federal L.bor Arbatration 
l~ission .. m' Jrore cbt>e r<SJli!Ciive Federal l~bor .boards to func,. 
ti:o:n normally undtr their petcttmw Matutory direch•eL . 

n.. ...,.t or rhe ..me. ..;u he d-ntraliUid to the reg>onal ...t 
industriol diwict .,.oo.. or the n'fl>'l'!!~• national lobOr boords. 
11ao arljudi<a1i111 !">!IJ of ~ ~rt will be !he. ~~raJ Ilahar 
Arbi1ration CommLII!!JOn. but 1t ••II not take JunfKhctJon in uy 
tlispute until all other resources luu'e bet!.n exhausted. 

3. Director. 
Thr dir..:lor will be cboirmon of Ill~ ~'edoral Ltbor ArbitrKtioo 

('ommimon. 
4. AdvlooJY beanL 
Tho di-or ..;u be ossisted by •• odvisory boord com.,._t or 

""" rep,...ntative tach of tbe Anny 1'\ary, Department of Agri· 
tuho.rt, Dt!pertnltnt of Commerce, Mn(\ Bureau of M.inee, two repr&­
j;tntalires or employers, and two repJ-escntathTes of emplo~ AJJ 
n'JJ!fS'lllalh't! t'l<'fpt or the ~011)10\'(l_r ond labo.r groups will be 
d .. Jgnall'd by clae O'lJinlzations 1 It),' re]>resent.. Thii loUer will bo 
desii'"IINl (rom !Mar assotiares hl• the employer and omploJ" 
j!I'Oilps, r<$Jll'dJ.,Iy, or the ~'tderol 'tabor Arbitration Comm..,.... 

5. Fed<ral Labor Arbitration Commlul.on. 
1'bt F!'<loral lAbor ·Arbirncion Commil'll!ion will be oom.,._t or 

lht d~r.ctor of I he roneili1.tion and "~justment eervice, fh·e repre· 
"!'llfotl\.., or NIIJ>ioyers, desl~!loted by >ndu&try, and five represent&· 
"'"'or emJ>Ioyooa, design•ted by l•bor. 

SlltTIOs .\!. >~T•n: AoJ<J<cns 

<~n~ha.t ~~-"'?fk or the \Yor Labor Adminitllnotion IIIIJ olbt 

II' .... ~ In ""' IDIOrtSIS or t:llcieney tho Adcninilltrator 
tlr:labor '' 

11
" 11 <rt~l~ Sto.to .W11r I Ailor Adcninil!lrationo to JDII(C 

problems """'"g wuluucho l'CS(>ooti\'e S~tee. 
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Stale Wor LAbor Aclminhuati- will COIIIilt of a 9tat.e War Labor Adminilltntor, a State Advi.orr. Counell, and fOUl' admini»­lr&tiV6 diYilioaa. 1'hoo Adviooo;T Coanci1 will eoooia of lis -borw, 1wo of •hom ahall rep.-nt mdustry, two to rep-t labor, and two to rep.-nt tbo Jioenen.1 public:. 1'hoo four diYioiooa ol tbo State Aclminiatntjona will bo u follows: Admi.U.~-To provide for tbo WIIW c6:e I'OOltino. Suuiltici.-To oompile llatiaics o f available labor both male and womanJ· to Obtain tbo requirements for labor by all -mial in ustry within tbo State; to compile data on repiiOOJilent of male by woman labor; to study .-ity foremEI.o tof minon; to re,POrton elect upon indWJlry of ado national labor polie1011. Noh .-To prepare anilable men for labor lh_,., supern.ion of "veatibulo 10hoole" wilhin industry and throll(h liaison with olher fol'llll of manual or industrial education; to maintain an inspection oerrico over oonditiont of employment within indWitriea. w.,.. lobor.-To tl<et. for woman labor what lho above division doee for male labor. 
&Questa for labor by -tial indu.strioa within lhe Statoe will bo f filled by lho State employment aervic:e to which tho oporalions of tho Federal Emplo)'ment &nice have botn decentralized. Tho duty of adiusting disputoe between managtment and labor within lhe 110veral States will de•ohe upon tho State agtoci<ol of tbo National Labor Board& operating under tl•e general direetion of tho Fodernl Labor Arbitration Collliiii88ion. 

SrxmoN N. MOOlLI1:ATtON 

For a war of .maio! mal!!"lude, the War Labor Administration should be organized immediately after M-Day. Tho emplo)'IIIOtlt >ervioo should be fonned by tho transfu of that function f:rom tho Department of Labor. The Conciliation and Adjustment &rvioo mould be formed bl' . b<inging all limilar Fodual bodi• under one directing hud-the Federal Labor Arbitration Commiaoioo-for tbe eoordination of all aimilor activitieo to ClOI\form to tho provilloos of an adopted national labor polic1 for lhe war period. 

Socnox 0. B•....,.....n• 
United Stat<& Conciliation Strrice, Department of Labor, Plan of Coordination, w.,. Service. Bulletin of tbe United State. Burt&u of Labor Sta<islit$, No. 287, National War Labor Board. Annual Reports o f tbe 8ocntarY of Labor, 1817, 1818, 1818. Labor and War A. F. of L., 181a. Report of Wor 'l::;bor Conference Committ~i 1»18. Reports, Cooneil ol Nati<lml Det-, ms, t18. Ao:iuican Indll8try in War-Baruch. ru .. of W or Labor Policioo Board. Reports of Pro.-. .Manbal o.-aL 
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Report ol Board ol Reri•• ol (:onstrUrtioD, ltlt, 
WOIIlfll in Industry, ID19. ~~<cordtofPianniogBraoch,Ofti<*of Tbe ANiet•,. S lloq ~~~ sa 
~~<cordi ol Anny aud N•'1 Munitions Board. 
ll<cordl of Ar10y Industrial College • 

. ' 
.. 
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APPB.NDIX IV. I.NDUSTaiAL MOBILIZATION PL.UI, -
PUBLIC ULATIO.NS ADIIINJSTaATJON 

The orpnisation, dutiei, lllld p..-luro for thil Adminilt.ration 
ore bting re•iood by apprnpria~ agencieo, and, when oompl~, will 
be included in the next rerilion or the induotrial mobiliutioa plan 
u appendix IV. 

APPENDIX V. I.NDUSTRlAL MOBILIZATION PLAN, 1JIIf, 
SELECTIVB SBBVICB ADIIDIIS'nlATIO.N 

The orpniu~ dutieo, and pnM*Iare for tlaio Adminiatnlioo 
are beinr reriaed b)' approprlal. _.,;.,., lllld wileD oomplec.d will 
be ineJUded in tJie DUl NYi$00 Of tbt mdaotrial mobiJiution I pJ&n 
u Appendix V. .. 
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Al'l'ENOIX 
VI INDUSTRIAL MOBILIZATION 
riucB CO!«"TROL CO~DIISSION 

PLAN,1931, 

COIITitii'I'S -g~n1o'( A lntrodttctlon.---··· ·· · ••• • ::::::::: ::::::::::::::: 
u. At~tbofa~1o;;_·.::::.:: .. ~ .. . ................... . 
C. ~re C'OCttrohOillml.ulon. • • • • •• ---- • - -· • I 

Cooslf!tatingwnci(lt. .... •• ·······------- ·· '2 
0 Mtlltodl. ~lure, a.nd 8C1tctl'l pullclea.------------· ···-

• a.ltuurea\0 beadopttd. •• ······----------- I 
(le,.,.t """'""· . • • • • • • • • • • • • • • • • • • • • • 2 
BNis ror dctmcinatJon of J)tlc'('t .. ~. -------- ----- 3 
froeeduretobe(ollo'toi .... · ------··-·-- 4 

Geo<nl..... . . • . . . -. • . • .•.•.•• - •.••• .•• 
:aau..ror publicvllhiW. • ----······------· · 
IJcoeaJ8 •!fU!IIL--... • .... -----------.-.------
r.,.;p ..w....... . ..................... . 
CriticS~ &ad tin~,. .. rutnult ..... • ••••••••••.• • 
Jlconl,aiJ aad nsJ eit.ll~ pritt.l •• . --- - -- •• -••••••• ---

=~1~d·i~~fe ra«'tt :::::::::: :::::::::: :: 
t..ro~l mtf.ititN- ••••••••••••••••••••• • 

Rdittdad.ivilor- ••••• • ••••••• •••••••••••• • 

1: lllbllographr ••. •••• • • •• • · • • • • • • • • • • • • • • • • • • • • • • • • 

Stl.'TIII~ ,\ , I NTIM.If}C(TION 

l'uuli< opinion in ihr rnitrd St•tr• IM'lir,·r~ that individuaJs should 
uoc 1M' J"'rmitted 10 n>AJ> uouh1r )li'Ofits •t the expense of the people 
ar~d of 1ht Go'f'f.mmtnl during umf'! or" nationaJ eme~c.r. AA1 
•fon looking Ill the rurtaihntlll of U<OS! l>rofita must lilefU~ 801110 
.,,..,,.of rontrolling or rtj!Uiali"'l't~ pri~ at ..-hich oomnlOditiet 
and .. ,..;... a1n !>! sold. Stablt prkts are a.lso essential to tho 
,,....,. of the in(la..<trlal efon. !'io ~i"""' <an be oondocted ~atio­
fartorily if it ranoot ISC.'tnain it~ own costs and prices •dth f'fiSIOD· 
allft' arturac-r in adnn('t, 

Tht War Polici~ CommiRiiion1 iu it11 mnjority report pubJished 
in l'nblic Docnn>ent 264, S..veni~·!!Oeond Congrcos, first Sll8Sion, 
mtktS the foiJO\\-lltg m.'Omlue.ndallon: 

Tl1a1 llll' Clourrt'!lll ~I(IUlil f'RI JIO~'I"r lhfl l)~ldelll . l u I he e.-en' ot \\'Itt, IO 
lt1~1hute II )M\l,CTILm lliMLer " 'hif'll J•r~ llUI)' he I'IIIIIJ IILl<!<J l'lod tberet~(l t:t 14-
jll .. f'tl It IDCb It\'~ lUI ,.,.UJ mlnhJI.I~ lniiMIOO MOd • •IJJ ~l'e tO the Gorert• 
,.,. ... , tbft u!lt' Oof ILDJ' pri1'ale llf'OL.ot'rt)' IK'C'd(l(l lo lhfl pr"'tteCUtioo or 1he w•r 
•ltboucu dordlftltbP OW'Qt:r thtr('Of '""""' due to the wa r. tc should be de&rll 
••lf<d lbat Att1 • J,JtQp"t;a ..-111 DYC llf r••C"td ln operation unUI ~ 
OiJ~Ur dl.rwc• it u • IM't'f'M.ry l:Qtaillro la lbe coudtXL ot the nr • .. 
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lNDOSTJUAL .MOBIUUTtOlC P1..llC 

511C1'lOJ< B. All'DioarTT 

'J'o ..Ublisb tbe Price Control Commioaion and to exercise t.be functions outlined herein require legislative authority and executive action. Draft of a pro.-! bill to put into el ect tbe above tneuu"" is contained in Appenclix VU 

S"""o" C. 0ooANlltATWl< 

1. Price Control Comml..tou. 
This commill!ion abould be quasi-judicial in character and in no sen80 should it become an operative or an admini8trative agency. It is empowered to call for in/ormation and loelimony from govun. mental and civilian institutions in o~er that the factors of supply and demand may be given proper consideration in ita deliberation& Ita decioions and I,>Ohcies are to be administered through and en· forood b¥ •ypropnate executive agencies u hereinafter indicated. T he in•tia nw.mbership of the commission should be u follows: o. Tbe chainnan, appointed by and directly ""'ponsible to the President. B e i.s a member of the Advisory Defen88 Oouncll. 1>. T be Administnt.tor of War a-~ o. The Administrator of War Trade. a d. T11e Administrator of War X..bor. t. Chainnan of the War Finance Control Commission. f. The Assistant Secretary of War. g. The Asailt&nt Secretary of the Navy. 

2. Cooperating ageucl ... 
The principal agencieo con«med either di~ly or indiroctly in the compilation of data, furnislring of testimony, administration, enforoement, or other activity concerning price control are as follom: 
o. Tbe price control sections of tho eeveral executive departmru\ta and independent Government ~ncita. 1>. Tbe control divisions in tbe War a-urcea Administration. fJ. The war eervjoe committoo& d. The War X..bor Administration. 
& Tbe national euvice corporations. f. The Fedora! Trade CommiMion. g. The United Statll8 T ariJr Commission. h. The Department of Agrieulture. i. The Interstate Commerce OommiMion. ;. Tbe Publie Belations Administration. lo. DepartmMt of Commerce. l. TreUury l>eJ,artonent. 
m. Tbe War T"rade Administration. ,. Securiti.., and Exchange Commission. D. The War Fi.oaoce Control Commission. 
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-ORGANIZATION-

FUNCTIONAL CONT ROL OF PRICES 

IN WAR 
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·-•"· )IODIIJ,UrJOS ~ cn>v•-

~ """ o .......... Poucmo 
$JoanON D. }IJ:riWO'I, 

to be adopted. • 
1. • -,... . ·r tion of price-control ,_.,... ,. left te 
o. '!'be t!n>o for U~e u>J 1.

1 
• 00 11 are alio tbo 100pe llld ~ ot 

tbo diocftUOO o! tb~ COOllllbelfiB pli<d IO partieu1at _,.....,_ ... 
tbe COIItrol whi<b. '!' to 1P 
ll""'P' of COIJuoodll!"" • to be limited to a selected ca. of -

\~r .. rly .oc~~oo 15 tttiall or ;, to be ~ ~ inelucla 
uri~ ~nd ~nt•a.l "''r 'fa' de 1KJent upon conditiOGI wbir:b t il& 
the enure I'"~ 6tMJct'; ettCJf:to wbieh it can bo lhowo tbat tho 
al tbo ilino apd upon bl• -ry for tbo natiooal deferuoo and tho 
action taken w ~· {the .,.... 
~ p~~uoo 0 tial ... ~ l.ho lmoWD requi,_ta of tho 

Early aeuoo " "':!.modit7 are "' large as to IDab a ....,;ty ot 
Go.-.znm<~it for IIIJ'uranted ,;.. in ito pnco or tbe pri- of ft.IOiool 
the item.~ 10 "'"". 1 Sucb conditi01111 .-i..,..._ 
CC)IIllllOdtlleo • croWD '1.· . ·f • rters and u...--

( 1) (molediate licensmg 0 un~ · . ·b · ,....f - -· • 
(2) ContrOl over tho supply and. distn . ution o <:r!bcal. llld 

.trategic raw ona(crials and basiC commoditiee llltiJor 
by liw"" by go\'tl1\mental monopoly or aa ~...,.. 
prorid«< in tho procu~nt plans f~ lUCia materials. 

b Tho Commi-im io its cWiorttion may P"""!'"'-
. (I) Wasianun, minimum, or abooluto pn-. 1 

(2) ~f•~ns of prolils to_ producers aod dealen. 
(8) Di!trentials based ttther on prmwy ruarbu or UJIOII 

xonttl or districts. . 
(4) DiWmnt pri.,..lor dift'ercutlocalities or for dtl erent 111M 

iu tbo som• locality. 
2.. Otnm.l poUdoa. 
Tho fo& .. illl! gmmlpolkieo aboukl gortrn tbe actioo to bo taJ.: 
._ ~ wliaD f!!aMisbod, obould applY. ~ to ~ 

and to cniban purclwn. Tho! ahould runam IJI fon>e tmtil cbanpl 
by tho Commiaioo. 

6. In gtntnl all prices should be oonsidered aa maximum. Mimi· 
mum I"'"" •hould bo P""""ibed only wben such action Ia o_..y 
to stimulalo production to a point higbu tban has been bro"31>t abolt 
by ~t cmditioos, or as a lpOCL\1 aid to produeen of a certail 
oommoduy. 

r. Uaifonu por llllit t::- slightly abo,.. tbe ballt 1ina of Ctlll, 
ohoold be p....nbed for · oominoditiea and raw matarialo, ...:opt 
.. here iL is manifMiy to tho natiooal intertst to .,.._nbo a gndill 
""''" o~ pri ... based on dilftren«< of 0081.. A graCI«< ~ of prieel, 
•( .. .,.,~ out _in full detail, is prnel ically a 00111.-plut ~~}'~~ern ud 
go•-.. an ~nln·e to wa&efuland inefficient manage~MJ~. t.. K••-t 
this J!lOibod tn\'olv~ !•borious in•~gations, is d.itleult to apply, "!'" 
J>~nd.. OJIJ'O"'I.nollao _for fraud And e•·asioo. Tbe AtJcl6-~ 
policy, allo .. ong doftfttltnls for qualit:y, transportatioo, and lllllP'! 
btc~ prod~ and ~ lll.lkoa Ieos of • departure from ..,n,al 
~ toll(!tllons and ... le&B oomplu in ita adminilllradon. 

d .. !he pncoa of rertatn elaa;es ol manufactured aoods and Ill 
cortaJD groulltl ol oouunoditi..., such as foodstu6s, are sUbject, to P 
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, .. riotioll ODd rapid tloeluatiOD due to a 'fiU"iety i.D gradee ODd quality 
and to poeuliar Cooditiona which obtain in their produ<tioa and dif. 
lributioo in diftl't'll~ localiti.... The eetabliabmollt of pricM under 
••ch conditiODe p.-nr. adminiatratioe dil&culti• of utreme COW· 
~luity. Margina of pro6ta may be p,_,ribed for t"- ""fPpP in 
[he piodu<liOD and diltribution of llidl c:ommoclitloo. 

3. :a.m. for detlermfDatlon of prlcoe. 
In the delerminatioo of pri-, the Commiwion ehould be I(Uided 

by ~e fact ~~ juA compensation m\IBI. be allow«!. With Ollo in 
"'"" it may baBe ita decistons u to price~~ and/or J?rotlla on wbic:h­••er of lhe following it deems to be moot. desirable m each caao. 

a.. Profits earned by lhe i.Ddu&try or ~· commercial ~ivity con­
cerned over a pre-war ~riod to be specilled by the Commillion. 

b. The co&t of proclucing ~e ~ unit of the ind;,pooMble amount 
of~~ commndity ~uil'fl<fby ~e war program oilber ~rougbout the 
itld~ u a whole or upon a ~on&l or territorial baai&. 

c. Fre•ailing market pri..._ 
d. Actual co&t of production plua a reasonable return on capital 

invootment. Tho determination of what oonstltul.oa capital invest­
ment p,_,.ta many difticultieo which make lhia method one of 
li.mited - ex~t in the formation of rau ac:hedul01 for llttVic:es of public utilin... t 

4. Proeedure to be tollowecl. 
o. Otnm#.-IntuOited war """ioe ClOIIlJDit;teee and tb6 CIOJltrol 

di-rillioos in the oiBee of the Admini&tntor of War R.ou._ u 
"'preoentativeo of ~e produoer and ~~ oonaumer may be cal*! UJ><!D 
for U!otimony and advioe regarding the prieee or margins of pro6t 
to be establisbed for ~~ir roepeclive oonunoditieo or •nwpriaeo. 
CG.t and other data may be obtaitled from tbe Federal Trad& Com­
miaion, the Socuritieo and Ex~ <JonunUeion, and ~r otatiori-
eal ageoc;- Ruliogll of tbe PM Cootrol Conimiooioa llhould be 
prom~Ud in the aame of ~~ Proeidot and adminioWod by tbe appropn.U control di-rillions in tb6 o8ioe of tbe Adminiltrator of 'v ar ReaoUl'Ct'IL 

b. RaJe• for 7"'blic utilitiu~Th• I nter&tate Co~ree Conunia­
sion should continuo to regulate tranoportation rale8. Rep.-nta­
tion of tbia Com.miaoion and of tb& War Laber Admi.nialration on 
lhe Prioe Control Commission ahould lUTe to maintain a proper 
balanoe between commodity pri-, utility rat.., and ,....._ 

c. L~ oyotno..-PrOO..,.... and clealers ill foecbtufo, oertain 
basic raw material&, and manufactured ..........,.; .. ahould be pot 
under lioens& control. Lioonses may tpecify margint of protiL and 
other oonditioot under which u~ are ~i!Ud to operate. 
Administration of ~NO meuureo ebould be el ected by lhe appro­
~ri.u control dioisiona in ~e ollka of the Administrator of War 
Reaoureea through ouch local and oommunity oqpn.isallona aa ..., 
doomed by lbem to be .-ry. 

tl. F~ IN<U~F~ trade ia oontrolled by a .,- of 
li<lonM which •ty CODditiona relatin« to • Oo­
optiooa, diatribu~:: and reoal& dOiirad by 11Mo Pn~t.rol CommU.. 
liOn and olber oontrol agonciea. The Vlar Trad• AdminWtr&tion is 
roepcnsible for lhe admini~Ur.tioo of ~ lll6tiUI'OL 
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I:$DUSTflU!. l!COII.a..IUTIO.Y Pf...Ll( 

CriJiCdl•nd 1lroltgic """ ...,t,..;.,/,,:-Complet& CODt!'OI OVtr Ill. 
e. 

1 
I' ' bution of ('i'riAIU cr1tu:nl and at.r~c raw ma .. 

t~ IIP,I):y an<, ~~~:;~e~ry OovernnH~ru-ownod corporation& or desig. 

le.:::i 'riJatc u&oeilltio~s, undfr lkteiUIC control, ~oul,d p~ the 
''. .. ilal!• ,upply of ouchrommoditie& llesol~ and diltr1bution ~~uld 
i ,.;-~gnatod or •t>pro.-.d by I he Price Control CommiSSIOIL 
l~h~,/' .-ry. P_,...,.nt may br mad• by m-of requisiti-

f Rnttol• oiwl rt•l~•l•l• pnn,;-ln ooder to retaod the tendeiiCJ 
to..,;ard and undut ri~ in the pram or real estat6. an<~: I'Ultats, • 
, .. identinl 11rocl•u111tion may be promulgated declanng 1L •!!lawful 
lo buy, a;e l1, r{'nt, or )ease any. rc~tl e:~st:'~ or placo of d'f!tllingt or 
business 1 t. a higlitr rat.6 o,r prwe than 1~ 10 e.treet. at tho ttme. desig­
nated. ModiriCJition of th1s gfnernl r~lon~; may th~n be m.ade from 
time to ainWI in ordtr to k~p thest pnces m OOI)BOil&nee w1lb wages 
and comn!Odity pnc.s. . , 

Rq<UialiOO or print• ronsirudiOR and de<elopment proJ~ ia 

1bCR citi .. whtrtlbt in8u.t of-~~~~~ ""' lalJ:or mak,. .aucb pi'O)«Q 
nec•ss11ry ""Y be bad through Ul•l>Dg buolding-pernut f!yStems of 

the city or tomnumily concernfd. . 

11. p,.b/icity . ....:J'h~ deYelofment ond J>r<?mulga.t•'!•. of tho J>ubticit.y 
t omJ)Ii...,n art! fund.IOOS am re"[lOII'"-Iblhtles perta1mng__ to tbe oftioe 
.,f tht' Admini.trator of Public Rtlatioll8. The Price Control Coo>· 
mis>ion ..boald ketJ>lho .\dounblrator o£ Public Relations informed 
.,. to it< aim< an<l policies, and u1o 1ho utent of the control noquirocl. 1 
T110 con1rolliog objt<ti<eto br oblaillf<l is the crystallization of pab. 
lie sentimt't\l agamst rising prim and against &:uch activities u 
hon .. rding, sptrullltion, and waste. 

A. l •ifmt .,.d i~~o~uranct rolu.-m>ere tbe Commi88ion finds that 
ltiJ!:h inttl'el!t.11nd iWIUrl»ce. rates nl'e. ta(h·e.rseJy affect lng tho operation 
o( price«>ntrolmtawres. it •honld notify the appropriate govern· 
mtptt.~ ~~and l"f(()JlllDtnd that mntdial act.ion be taken. 

'· ta(-..1 .,,.....,..,_\Vbtn tho \'OiunLary ~ration of the 
publ1< and tbt J'"'d.~~<trs connol br tnli..<ted in thfl tnforcemtnt af 
tho. c ... mU.ion. rulings it bu ........ 11!0 to the following a!Ltro&tift 
ocuoriS through appropriate control •gencies : 

I UFe of the prlo•·ity funct ion. 
2 llml<'ation o ( lietn"'"' 
3 llotioning. 
4 PrfM'Uuon of l'joJ.atorJ. 
~ C<>a1n~~ring and l'f<)ui•itioning of faeilitiN and -· 

mOOilltl. 

5, Relattd artlvities. 
11 · ot · 1 lions '~r"a ~\•n«d thol I his pion pmcribe tho metJ•ods and lone· 

lion of prf!.ro~1~/H!r than lh<>l(l dtrcct ly responsible fOt' the initia· 
t hn .-;u bo rarrifd m•asores.. 11lc b":O•d general policy under which 

ti. Go1·rmn
10111 

.,: 115 an j'd 
1
to Jlrlet ooolrol is u f oUowa: 

to iomre the «>otrott -~ rr allons are to be ao adatinisterod tl 
duction, a..-bt.;,X::

1 
undue rub ioeid~nL to wartime pro­

;. lri••n an inctn ·, 1 ·~ Y are to be .Uowed. Tbe oootnd« 
intl!iciency, 11 • or •llic•tn~ production and ill ~n&liud for 
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b. In thoee- wbore ODdoo pro&t.t ...., aU~ to _,. to low­
coot produoora the •-profits tu ahollld be dftlignod to .-.er 
llUcb pro&ta. ....._.d A~-. =~-ti ' .. ,. . . • d 

c. Tbe War ... e ""''"'""• 011 s .etin •• •n DOj!Otiat.ing tra e 
agreementt and oecuring needed items of fon~ign pr<>((uction ohould 
bO dMignod whorover poosiblo to stabilise and not disrupt tho prico 
structu~ 

d. Con8Crvationj by curtailing the non....,.tial Ulltl of materials 
and ~rvioos, will eMen the demand factor and thuo tend to n>liove 
tho upward Pr1!811Ur<~ on prices. 

e. An intenaivo antihoarding campaig:n will be etrectivo in freeing 
exi&ting 1'6110Uroes and further increu1ng the supply of eoooential 

~Tbe War Fini.IJC)6 Control Commissioo should din~Ct the Oow 
of pn .. to capital into ......,tialll8eS and cnrtaillbe non-ntial. 

g. GovtnUlltnt procurement aetiviti"" are to be to tu~rvisod and 
ooordinatod &I to oliminato oompetitioo between Government 
aeenci.., n!duce UDD«:eeiliary I>UI'<hase8. and to inion~ an <q~~itable 
distribution of the p~roduction load · 

A. The Treasury Department assisted by th" Federal n-.... S.rs­
tem should emplof th<l80 methods of public finaneo which will keep 
cumJ>Cy and cn!d•t in8ation to a minimum. This ;. -nlial to the 
we.- of any <Jrort looking to the control of prioea. 
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Filec, War Industries Administration. 
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I ndustrial Am•rica in the World War--<:larkton. 
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r..ctu,., Army War College, lllr. Dcnjamin Strong, governor. 

Fodenl R-rve Bank, New York Ci~ April 1021, " War 
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Seci'C\lary of \Var. 

Lecture, Army War College, by Mr. Carl Snyder, February 
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Tb~ Unitid Stat'" War Industries AdmmiltndoL Ul -lin~ of the Booed 'I oril(in, (~ions, and Ol'pllllllll Dl tJIR 
liMnllp Wtr Pol"''" Comm1S8101l, 19IL ' 
MinutM, Speeiol &nate Committee Ino 'I s! tile v-. 
ti- lnduotry, 7~ Congress, lA s-;oL - ---or: 

ll4ccmlo of Plan.oinl Brandi. otlee of The & ' ; p 8 -
of War. _ ·-~ 

Rooordo of !Jrrly ll>d Nuy MunilioDa &u.l. 
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A.PPBNDIX VIL INDUSTIUAL IIOBJLIZATIOJII PLAN, .... 
LBGISLATION 

OOM'i'UlS . .-.... 
81CTIOlf A. ln\r'Oductloo •••••••.....•. ............................... ,..- II 

B. E:J.ioUDI ........... aod .,.-~~a~ auU>oriiJ -·· ••• ··•• •• • II 
C. H.., teiWa\kJo l'tqfllred ..• .............. - .................... - 10 

Oooonl--···································· I 10 AIMJI.aklocoYOIIobloto..__. ........... _., .... N.-........................ t 10 
A bW a.ut..barbbt& 1M ect'M+-t ola a... ol 
-... War lliolt - Ia U.. ,.,_, 

D. ,:u=t';'';.-e;;&:.::·_::::::::::::::::::::::: ..... ~ B 
S....ow A. Lo.-

Tbo formulatioa1 i.o time of .-,of flaoa for the mobili...UO.. IIDd 
utilitation of the induotrial - o lbe NWc>n in timo of war ioo 
a duty ilnpootd by Concr-: In the porforllWICl8 of thet duty oon­
.;doratioo mu.t bo gi....., to the eont.ent aod ..,ape of ~" Ollllet· 
nl<!nlll which wiU fOA:ilitoto IIDd mab poMibl• tbo working out of auch 
l'ians. In oonooquenoo, draft& of bills which COD bo p.-....ntAd to 
ConP- wh•n war il imminent an~ preperod IIDd n!Yiaed from tiiM 
to limo. Naturally, IUCb draft& a.re J>Ot wrillliD ill all dtlail, linoo 
many detai~ can bo aopplied only wbea. pooaiblo oontioaeoc* can bo 
fo""""''t with ,.,._.hl. IICCUJ'Ocy. 

SICTlow B. E:uaonwo IMJ•-ATIO• .urD P-..Tu.L A~ 
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tiOO or \Jilt OoMIIIGdla. Mr. • • a t ... c.. ...... ....., tl p-..... 
~~ Mtlf'll1. bdMd. tM ~ ol. eM war ,.._ It 1M _, wa:t la wllkb 
lbt ()oote.Ualkla 51 bl piliMII"t"~ed.. • • • Jlt pollltloa .. tblt 1M o..n. 
ol tbe UnUM ~liN. af'IH die ftr bu beN dedll.nd. .ar Pill ..., law dk.11 u. beJMftt 11 .....,. for tiM paw; tiGa ot tbl lfa ttea. 

N .. t will be no«<! the ......,dod war !""",. of tho Proeidont. 
Tho war pow•n of tho Pnilideot are Dot eo aimplo of deftnitiml 

aa an> th0110 of Coogreeo, bocauao they are of two typea, or are rool­
dent in two quite oep41rate legal entitiee. They an!1 lll'lt, th0110 wbicb 
tho PrMident baa u the Eueutive bead of tho United State& Tbo1 
are, aecond, th- whieb tho Pmidont baa by rirtuo of hia oll!co u 
Commancltr in Chief of tho Anny and of the Nuy. If one w.,. 
to think that theoe two dutin were uoigntd to two dil'treot ptrtoOS, 
a diJforontiation bet..- tht dutin u ...U u tbtir oterlappioc 
would lftdily be appan!Dt. Tho Supreme Coart io t.be P-riM_. 
preriously ~ uod: 

Die o..cuwt• eoa.e.r. oa tbt PreU-.. me wlill* ts~C"~~U•• power. • • • 
Be 11 eo--lid« ta Claltf or tbe .i.ntr/1 ud Ma'f'J e1 U. tl'alud 

Stat• •• •. 
In Woodbum .. Amtriean Beporl$ (181, lt Fed. Cu., 8006, p. 117&) 

wo fiDd thil ota-t: 
ao.,r... (IIQ p&a DO .... wtdch CU d$11n) the Prtiii&Otat fill JIO'Wf1" C'CIID• 
~~ 1.D trHtiQI ~ 0w••p4tr la Cldef. 

Hr. Gard, u quoted i'n the Coogmloionol Beoord, June 210, IDIT, 
P•l!" 42M, uid: 

The Pr"Miatot b .. t.be toDitltutlonal power to emplot tbe D'M!IIn• ~!led 
b1 tbt law• or"''" ~1'7 to ~oer tbe ~oemt. 

In McCormick v. Bvmplo..ey (27 Ind. 1441 164) tho oourt uld: 
• • • ahd .,...., oet'atl,.. aet ol t.be PI'Mideot, 1nten4td end ea&aalate4 

to curt lbt war to a~ la-.., ue tte• UDder lbe CooltttaUoa. • • •. 
While tbe autboriliM do Dot iodieate any d .. r diatinceioo between 

tho ltgialali•e function of Coogmlo uodtr the war _powtr and an 
~ or tho President .. Coo>maivl.or iD Chid, Kr. Cbanllin,J, iD a 
lepl opinioo •ubmittod to Judp Parbr on Stpttmbtr ie, ID17. 
"'"""' the follo...U.C tell: 

1f'lll8oe tM .a It ot a dl&nlder DOC -n, .--.l"ded M _.lltatf. Wt ..-. 
Mt7 f9f' tbe ~ ..,_.... It llboUI 1M! a11l.bort:8fd )T ~ .....,. U. 
pMIJt ....,.... wU1 aot ..... ttca Qe ;unt ....,. .,..,... ....... 
tM ~~ 11M ,.....,.. • .._ c;roud to belleft tlllt tM utt.ooal Mt.-. w1n 
..-. Uai"'lUb .... ....,. dMe there u:iltt •• •IJI)I"CCIWt•l• ....... tor die 
UB'dllt bJ tiM ~ ot .. ..,. JIO'Wft'~ 

2. Emlo..,t domain. 
Tho queotiou of l'I'OCIIftiDOJit by the Gonnuowl of tbiDP. netdfaJ 

in war o--nly mvol•ee a oonsidtrotioo of the power of tmintol 
domain. 

Nichola, in hia troalilo on emioonl domain (¥01. I, p. 1), •ye: 
Jbttlntnt dotNin IJ tbft l)rO'Wel' tnhrftDt lJI IN ~ ltalt of taldDM: M 

nutbo1'1a&nc tN caklar ot .., ~ w'ltbln 11.s Jart•lltldiOII ffW , ... pldllloO --Cooley, In C011otitutiona l Limitations (T ed., p. 7150), otau. tho 
g<~ntrolfy aeceptod priociple tbat-

Tbt rlebt to 1pproprtt;te orin.~ prooert7 to ,abUc a.t , ... d<lnalat ID tM 
&tate aotil ._...,.u .. arttoo 11 bid. 

, 
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;.d nor uphold the same priDCi!>M. 
Th• courts, in 1» unv~r . ••co '• ll•iltd St<Ztu (148 U. 8. 812), 
1n No..ongoMla ('aUigal•'!", 1;,i 11 to the right of Congrtoa to 

in which the quto;;uo
1
!' "{ 'p",:,r.• rlJ wken, tho Supremo qourt. held1 

d~nnu\0 compt•lil 10 11 ~r rii'IIO property for pubUe 111e ana 
in 1111bi;UD<O, that the tak•Jll> 0

1,..P politieal powers noniu.lly oxerciaod 
tbo-u.-dt oloue~ propertY by the Executive, but tbat the 
by tho legisllture, '" @'"~ wr.fways for judicial de~nninatioo 
question of too1p«:DIIIllOO IS 

.ol•ly. . rty by oh• Exocutivo without stltutory 
'!'he takinl! ol,.~r~vato. P.'$ lite•· in n discussion of the law of 

authortty vnl1 1,1\l congd\; 

neceaity. • ( th6 I)Oll'tr of e:millt'llt domal!l WIB r00ogni~ in 
n •• <X~''"'C::~on· but .... bed~ IOOUL with IDID)' I"'Olroctions 

the.Amoneon 1~ rigllf& of t~tiuns. Tbe power the colonists 
de•igned~o P,:bi; ~ 081 of the ro>;al po..-"': of P"n:etanoe in 
nrogn . P ., Aa ,.r!.f u Gro~iua, thiS power JS """''f'liJiod as 111 

the EngliSh'- · . t but Grotit,. alwovs insisted on the aocom. 
e.lem~nl or ~\'trtlgrl -,,, •b ~Vl!Qjtible "compensation be made to 

1
,1111yang reqwrtnltnt. t ••"-" .ere I""-" , 
• 101111 J~t •·l>aL was h1s1 nt the oommon ~nae. 

I Hil WI ""' • • • Const't (' 'eli 
As a matttr of fad, the hmttahon m o_ur . . 1 u 10n prov1 ng 

for due 1< I p,.... and just OOIIIJl01lilllO.JI IS m a!n'* tbt ~ 
wording or. hke limicatioo upon the txtrci..Sie o~ em1nent. doma.LD. m 
tht Tnl,. T1blto of Rome JI0&1ed on the pubUc walls of the my 
300 ,... ... btfO<e Christ. • • d . . ·•:rt 

Nonnally tbt Pm:idenes uere1se of tnunent o~m at w 
and br virtuo of &omo ot1tutory gl'llnt, IJUCh as sectJul\ 120 of I 
Natioriul Defense Ac:t·, which ~mpowcrs hi!'l to j!&Clf) compulsory 
orders in time of w11.r for certam wu supplies an tn e.tperge.ney to 
"'tllil!ition monuf1<Curing plants. There are oth~r hke l!l.atutes 
whidl hovo bttll pa9!0d by Congre~~~. Of course, tho taking of 
print. propmr for pablie,., is 1 normal peacelimo adioity of tbo 
Gov.......,, bot io alnys hosed then in oom6 stotutory pnt.. 

Eminont domlin dill•'" !Tom tuation in that the IaUer pl..,.. 1 
unifonn proportioned burden on aU ciliuns for the maint.enance of 
lho Gortmmenl, whilo in the former the li1bility ari&es not through 
any indi1•idutl oblih'ltion bu~ because of tl1o public need. It diiT.., 
alao from tl~e I••Y'"P. of money upon indiv•duals through regula· 
tiona, such u the tlnllllw, when US<'() for tbe Plli'J'O'!e of p~ 
manaf1durtrr. 1nd fi..., penollle$, and forf~iturea Jeried for crime& 
An. •D!"Pie o~ the for~<iture of oonfiocation of private property by 
It~•!•'" .... ,. ooced m tbo Es!>ion.ogo Act (40 &at. 220)-and tbo 
Shipp>ng llcord Aot (39 Soat. 728), through wruch Con~ in the 
World War authorized the forfeiture of ve.;sels, and of !lrniS IJ1d 
oth<r articles, used or intended for UJlOrt. purposes eont~ary to Jaw. 

3. Law of neceaaity. 
Cl"!"l.r allit<! I~ tilt power of emintnl domain, but diai~ 
~- 11 m o;ort1!" unportanl porticularw, is tho law of ~ty. 'l1UI 
ISIJIOCher tmplied powtr coofentd upon the United StaiAll ao.-­
lllt'!( by "' mncli of tbe Fedenl COO.titution 08 provide& for tbo 
nlliOOII defen... It is tho right of oelf-p.....,rvatiOD. 
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Nichola, in bill ttMtiee on eminent domain, page !1M, .. ,. : 
'!'be rtPt of taklar. dtftro~ or tQJarlD.c DI"'O>trt1 lo diM of Wlr tD IIGIDe 

ft!N!I ron. oooa t:b&e powu ot dMboetloo from DeOIIIiltt¥ aDd Ia othtrl~ 
t.he potrof' ol M311Dent domaJn. The IDel'e fa~ that I I'OVfii'IUDtftl. .. lD 
w11r doe. oot JUIItU'.I It l.n lmpl"eellDc tbe Pf'Opei1J' ot lla dt.J.Ieu tbout 
c:omJ)t.ONLion. But tbe natlonal detente » a publlt put'J)OM, and It thlp.~~ ud 
munition• aro nee<kld, Lb.., m1.1 b& taken b7 tmlMDt t1omaln and J)IJd tor. 
lletond tbta. however, at the actual IN.t of the etru.ale nece.tt¥ compell tM 
oontNU.oa amUN to enter upoo. dll up private land, and to MI .. wPJ)IW. tor 
1helr own UN or to dt'etro1 tbem 10 that Lbey wlli ooc. taU lnto the ~ ot 
tbe toetnt. All lhlt .r:uy be dooe, DOt oolylo tbe enemt't OOQ.Qb'7, but wbtrever 
mllltii'J' operaUODI are belq carried ou and wbeoefer the tmer'ftnC1 ._,..._ 
For tblt tbO OWDtt baa DO remeclJ, tscept ap.lDif. the OfBcet 41n!C&Jq lht 
openttoa" to cue b.ll Yktw ot the-~ wq DOt l'tiUOOil* 1UMit:r ~ 
drtamilaota 

In Porltom v. TA. Jwticu 19 0.. SU) the ClOUit diacuolod tho law 
of ~ty at cooaidonble ~..b, DOtina: lOCh u.ac..- u "tllo 
pulling down of 00... and ~ balwaib for the defmea of the 
Stato ~gainoc. an tnmlf; oeising com and other prooioiona lor the 
IUStenance of an army 10 time ol war, or taking cotton bop, u 0...­
eral Jaeboo did at Now Orleans, to build rampan.. againoc. tho in· 

din foe." The c:ourt said,~.,._ illuttrate the maxim IOlw 
"'PMMk> rc-'he good of the public it tho .. preme 

aw • • ." The court was very definite. in indicating, howevtr, • 
that this pow~r could be relied u~n only in .._ of urgent {"'blio 
n...,.ity1 whicll no law has anticipated and which cannot awa1t the 
aetio.n or the logi&ature." 

Or, as Ol<pree8ed by the court in A.'""'""- Print lVorkl v. Law-
• .,..., (8 Zab. (N.J.) 6118), 

"• • • The n~t7 must be htune<Uate, lmperaUwe, and In ..ome Cllll'W 
utremo "nd owerwhtlmlD&, mere especileocr or uUUt7 wtll DOt auftlce.'" 

Mr. Lawren~ in War Claims Against tho United StoW. (18 Anw-. 
Law Reg. 4001 ..,_ the point that in gonet;a) an -rc:IIO of tho 
law of oeooosi£y doet not onliruuily crt>&to a claim lor compenaation 
of dunageo. . 

But, in 1l•~w-trv. UttiU48141a (82Ct. Cl. 287) theoourt~aid: 

• • • u ..... -- odlllltto<l at u.o -7 -. ...-Ired liT .... 
Inlet Ud at ~ - tor U.O - ot lho ao..n.-. U.O OWp- ot­
latbM ud It •• be f'fl&rdtd u ac:qulred tiDdtr u e.,ptW CIOilll'lct : '* It 
tbe c:aktea. ....,.. or Ol'l-'UP7bc wu 1111 tile •tare o1. df.llo'otdeo t• tM ,..._, 
W"tlfare or lnddta1 to tile 1Dtt1cable ,....._,. ot war. neb u tbt •retial: 
Of - .... -let ot ........ lho - at - """ .......... broaabt aboot b7 cuult7 or aatboftq. ud wt~ee.Mr oa !iloltUe or aat:ioaal 
...... ...,. ..... - .. lho ·-Of poCdft ...,... ......... bO ...... liT -
OD wMID It taJlt ud DO obUpUOO to pq eu be lmpu:tecl to t.be ao.w. 
IDtllt • • • . 

Tho Supreme Court baa recogn.iz.ed the law ol ~ty in IW:b 
.._ as 1/lltMll v. Hamwny (13 How. 116) a case ariting durinc 
the Moxican War in Muioo, and involving t.he 110iaing of a pri .. ta 
duly authorUe<l Wlj!On train by a military commander of the Ameri­
can forooe; and in Tlflit«l S!alu v. Buu•U (13 Wall. eWilL.! cue 
arilrins out of tbo eeisure by a military ollioer in the Civif w ar of 
plainttfl'a -1. In the fonMr caae tho Supreol6 Court Mid tho 
ollioer ~~~&king tho oeiaure liable in clamageo, boca ... tho urgonc7 of 
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, nt. 1M t~~~i••"'· 1\1 the,._ --:a 1111 -.rt 
tho •iwation ~·d1not8t ~:'tiable under tho UU_P~~ PI""'..Jt. to Jl&Y 
htld the Um~e< a. · tho natu"' of an ~»"IDU'3' IIDder 
becaUIII& the &e.liUr't .., U ID : 

the po....,. of onti.oent dom~ tb>t much of the taldDI: of privau 
I t ..-iJl ho mclily ~bt'a!>cl> of the Go<~ lD ~of ..-ar 

properly .bY !1M~~ Ia" of ~ty. The . ...._ of &U.,........ 
must jUJU f)' tto<lf til ~;his ts in tiroe of .. ar, m &•• ......,J eon: 
by tho Pt.oid•!'t orfh~bl"f"!~r whieh io o.fte.o oo ft8U817 ndenod 
&titules a poruon ° '}> iden~ 
to ao tho war P!l"0f •: 0:: ot":' President ial set w~ieb waa .P!'""'ised 

The outmoding 108 ."" tho fre<~in~t of slana m the CiYil War. 
upon the la .. of """';;'tf9f:S(39 Scat. 649/· U. S. 0. GO: t-e), which 

4. Ad. of Augwt • • f tho Cooneil o National n....... Thia 
autho~ •1he r ~ .. bile it,.... uooc1 durillg the Wodd War 
bod)' ,. I""" Y •-r. eontrol - later a.~ UDdor 
10 m•ogv1randt•_!~ ~rd, its Ol!eful.- is dtfu>itely liatted by ita 
the War \~~ 11'[:1;1 uua. 

l•i,~~fl~~.;_" J:'\~~?;'9 Sta~. 60l, !J46 i U. S. C. 10: 18'1, 136'l). 
Soction Ul61 autborlr.es the p...,.,d'l'tl Ill tune of war, ~b tho 
SocnU , of War to take ~·•• •nd &$!UD)8 oontrol of any 

fJ 'of transpo11ation, or any p&lt thereof, and to 
~.., ,::;:~ IJ62provideathatin timeohar« tru.t...t 
:...,. ';.~t:.-. and p~ ahall, upon tbe deuwwl .of the l'nli· 
dent, be giftn ovtr aU other traJiic to tbe transport.IJOD of troopa 
and materials of war. . 

6. Seciion 120, Nation•! Dcfenso Act (U. S. O. GO: 110), Tln1 
&t&tule eonfera U(!Oll tbe President bro•d powen~ to plii;Qfl oompulsory 
orders for the t>roeurenltl\t of such products or IIUioteri&la u may be 
roquiroc!. 1M .catute is broad enougb to authorize tbe placing of 
.-puhory ~.for tither finillllld produ~ or "\~ ,lllltBials. 
no.,. or diJpooluoo of ... h products after their "'"1-by lila 
QorenuJIOI\l is ia oo way limited b7 thellatute; but I be power may 
be utrdstd only in time of war or when war is jmmi'*'L Pt. 
ductrs must g;, .. ouclJ orders pr1!etdenee over orden from aU otlw 
80\1.- If any JleriiOn refus0s to eomt>ly with tbe order, his plam 
n11y be taken o•·er by the Government, The Jaw pro..w.it adequate 
penahie:t for i11 violation. • 

e. 1'b6 ~ani Emtrgtney Fund Aet (tJ. S. C. 10:811). Thit 
otat!M <ODftmd limilir reqo;.itory powtrS for ~of ,...,. 
ID&Ierial for the Nary os ..-u eoofemd upon the Army ia ....U.. 
1iO of the National Dolt:nse Aet. It was worded alllti 10 iaduda 
•ony f"!"' of aircraft." tnd the111fore oonstrued ~:Slioable 10 
Arn>y a>reraft. Tho words "war material" were u broad 
enouith.to inclnde raw materiala out of whieh war ........W. werelo 
be fib .. .,.t.ed. 

T. Aets of JaiJ 2, 1817, and April 11, tets J:, 8tM. itt, 518; 
U. S. 0. 611: 171), and ""of July g 1918 (40 8118• U. S. 0. 
10: li'l), ""!'fer "I*! tho Pr..ident ~rtain war ~ ..ritJ. ft>Oil"'l 
to ~.en ...... of tmtlltnt domain in the acquisitt• of lltlld and ... 
"1"~bi- o! _property for the produetion of lumbor. 

tt .... ,. No. 835, Seventy·fourth Co~ (B. B. 8655), 
approved June 29, 1936, gives tho Government lbe additiooal P"'"' 
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to tab aDd ~ or - certaiD ~ for •licm•l do~ or 
duriDg any Dal:ioDaJ tmel"geeiC1 cleolarod by procl•-lioo of ~ 
President. 

9. Tbe Fedonl Powv Act. of A...,.. lie, 1886, IJIIthoiUM ~Fool­
era! Power Commiaaioo in time cil war to order IUCb$ 
coiUlectiono of facilitieo and IUCb ~ delivery, · 
or fnniDliaoioo as in ita judpMI!t Will beet meet the -a-cY an 
&erYO the ~lio i.Dw..t. 

10. The Secretary of lAbor baa, by the organic act creating his 
Department, the duty to act as mediator in.._ of industrial d;.­
pute. Tlte statute, however, is not mandatory in terms and moy be 
of little elrect i.D u emerpney. 

lL It is readily _,. that, e.xoept in the .,_ of determining rate& 
for the services of public utilities, no statutory proYitiooe for the 
direct ~ation of the ex~ value of commoditieo now e.xist. 
Tbe Pl'esident without new I · tioo is therefore entirely ....tricted 
to the linP of action empl during the greater part of the World 
War; that$, the setting o prioee t.b.rougb agreements where possibl6 
and enfon:ement throogn the enliet~Mnt of public cooperation and 
through tho 11$6 of various i.ndi.reet eontrols ouch as priority, 
eommondeering, etc. 

12. In tho .Preparation of logWaQoa ~ to antboriao direet 1 
control of _prJCeS, the following must be taken into consideration: 

a. The Supreme Court bas never peseed apeel6cally upon the oon­
stitutional powers of ~ b)' authoriutlcm to the Preeident, 
to fix ooncloaive.I.J' the pnoe at whlcb one individual moy eell 19 
another. Disc:wllion of the oonstitutlonalit;Y of such an act must 
rnst upon the axiom !bot tho Federal Constitution is not suspended 
during a state of war. 

b. The fi.ft.h amendment, whlch prohibits the taking of private 
property for public 088 wtt.bout just COIDJ>!"Mtion, must he t.abn 
mto consideration. It is fairly w811 eotablishocl tbot-

(1) The qoootion of wbot oorutitutee just oom~on is one 
for judicial decision rather t.b&n for legislative enact­
ment. 

(2) The ~~~ of private pro~ for public 11$6 and the 
088 o.f 1t ore politiCal functions to be e.xeroi.eod 
b.r the legialotivo branch. 

(8) Prioo fixinir when applied to property already owned 
and whieli the owner ,. forced by Goftrnment authority 
to sell at a loee, eonetitutee a t.a1iiDg of priY&to property 
for blic1111. 

(i) A.ny r'bemo for price fixing, wit.hcat a OOUBtltutional 
amendment, mast pnmde an opportuni~ for ooo.rt 
renew of the faim08s and justice Of the pnoe which is 
liDd. 

c. The only court .~ which tend to throw any !icht on the 
subject ore tboee on 'II!" eo-ealled publio-ufi!it.y -. Co<Wn bali­
• ....., IUCb as thoee of oommon carried and iDnll:oo~ were ~­
nilled at conunoo law ae being dectod with poblic in~ Coii· 
~ and State lep!- fiom time to time bon cleolarod other 
mduat.ries to he oo dectod. 

. 
' ' 
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• 
1 oblic calling haa ne- '- prooieely de-

d.. Wh•~ conolllold !J tlaL • IllAtA> of war creatae"" -801"'1 
fined, yet 1t " '"{. bt> ~.'~';ndustri•l •nd aarieultural lll.rutture of tlit 
whi!"' alf~tl• L ,.p.,ub'tie intert!tlt, thus t'lldomng <Jonat- wilb lbe Nat1on w1 ~ a . 
.-ry regul~ po ... <S;,_,~h u•rcised under ~ ~ .. Pr:ico n«uJauoo>, • ...,.......... L~ .._ ._~-~......._of ' he b' lO __ .. toc ... .... ~ ..... ,.,..._ 
"'~ t!l(&fer to {}mtoGII AU;..- l fld...m.l Oo. Y. U..U, 
~"'0. S. 288· SroytJ. v. A.,a, 169 ~· S. 466 ; 8~ Oouruy •· 
Sat~ Joaquin (:,,..r, Co., 192 U. S. 20 l 

S.cno~ c. NJ<W ~_...,.....,noM~ 

1. General. • 
a. Additional ~ d!f~ •-r:r ~o earry tnto .. oct thia 

plan for induouial' mobiliJatiOO I! aa follows. 
(1) A bill making anila~le to the ~dont the mat.erial 

,_.,.... of tho NallOI>. 
(2) A bill authorizing tho ...Ublishmeo~ of a Bureau of Marino 

War Rid< Insurance in tho Treasury ]),p&rtmeoL 
b The lint Jttp ia the preparation of drat~ of ~J)C*d bills il 

co .udy tho biltory of pest wars "*'•• as lbat IUat«y ftlatea lo 
the partitular aobj«t in mind. In mw of the fact that in the World 
War nrioot ~nriea for cootrol aod BUporviBion of iDdlllllrial and 
l!t<lnomi<: actin!ieo and for suppltnK'nting normal J.*C&-timo govern­
mental functions woro aet up and oporatcid, a study of that period il 
of partieular oignifleance. ~Further, in drafting lawe whieh migbl 
be apeli<ablo in .a futuro tmerg<ney, eonlideration mwot be giftD to 
ehangmg eoodicioos in this Nation and to goverrunet~tal.L. ~ 
aocitl, aDd irolliOirial d.,.tlopmwiJ in olbu oountri... 'lbellpoeial 
littpt appliclhlo to tod> bill are nrud in eoonection therewith. 

2. A bW maldng available to tho Presldmt the material 
rtOOuroH of lbe Jfation. 

a. o .. wmlknt •f Iii<• l•gi#loliM in th• World W or.- No .,.,... 
porabl! rnactm<nC h! the WorM War. In ~era! somewhat the same 
authonty waa uertiaed by the Presidtnl virtue of tho folio,.;•• tmergtncy leciaJation. . . ..., 

(I) Tl.. E~""l SAippi•a Fowl Acl (40 SW. J&r).-'lbo 
"'I"Wtory powe" eonfmtd by this etatute ~ -
what broidtr than t~ in lbe Naval EaMrr.n•1 FuDd 
Act tod ..... intended to provide for • mei'Cbant 8eol. 
The autbuncy gnnted co the Prosident under this stat· 
ole """ Um1led to a lltriod running "six moelbs aftor 
• final treaty of ptaee is prodaimed bet-n this Go•· 

( ) trnment aud lbe Guman Em pi~" 2 TI..P...t Mtll.F_wl CooJrol A<t (40 8 141. !71).-Tbis ad 
. ~·~ ""1111!1\j"Y !'Oftrs relating to "food, fteds, faeJs. 
or lbe ."'PP '"-ry to the support of the Arm1 
eon•nee:m~neo of the Nary, or any other public 1110 
ftrrod "'1h the common defeJUIO" The powm 0011' 

apporently did not cover the reqWaitiOG of tho 
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raw IIIAierialo ""'of wbieb uy of l.be f~ ultimate 
artickw ""' ....do. Tbo law J)I'Orid4cl for co.-nation 
of food euppliee ud l.be upeditiout a>o•tn-L t.berool 
fTOm producer to -.nor. I t waa intended allo to 
otiruulato productioo. It prorided ptnalliee for board· 
hag and wuting food suppliee. It authori&ed tho licJons. 
ing of individu&la or comp&niee wb<*O groeo 8&108 ex­
ooedod $1001000 a year. It prohibited tho osad.ing of 
eaceeoive pru:ts for any .,_rica (the 110eliou grant­
ing tbis power oo far as ill! penal claWJII waa concierned 
bai been declued IIJKlODStitutional). 'The law aloo es­
tabliabed a minimum price for wbeet. With reepect to 
coal and coke, tbe reqwsitory powtra ,..ted onl.r to l.be 
"planta, buoinftB. and all appurtena,_ thereof bel~­
ing to aucb produoer or .u.Jer aa a &<>in« OOIKlOm" m 
reepeet to compliance or noocompliaoee wiih rogulati._ 
l.be President was anthoriad to make. Tbo .,.,. act 
aJoo ~ted ""luisito:y powtra rtlalm& to Ditrata of 
-ta. The proV1Sions of tho act were limited to l.be 
poriod of "~ state o f war bet......, tb6 United 
States and Oumany." 

(3) TA. Trading V>itA. IA.e e.._11 Ad (41) 8W. ~J)~n.. f 
rtquiaitory powers of Ibis act authori&ed the appoint­
ment of a cUstodian of enemy or ally of enemy property 
and quaai-r'lquisitory powtra relating to enemy or ally 
of enen>y patent, trade mark, print, label, or eop.r· 
righted matter. Also the statute permitted tho~­
dent to keep secret any invention for which a patent 
waa asked. 

<•> Mu«ll<~Mow.-
Tbo Eopiooage Act, June 15, 191? (40 Stat. 211)1. and 

tbe Trading with tho Enemy Aet. October 4, 19tt (40 
Stat. 411), and amendment&, oon(erred tho power and 
authority exercised l!u'oogh tho War Trade Board. 

Tho o.~rman A~ (40 Stat. M4): Thie etatute eon! en-td 
a aueral powor upoo t.be Prooidtnt during tbe war 
ao<l for .U montba a!tor ita termination to t6oet eucb 
a eoordinati<>o or eooaolidation of el<itl ing buree~ 
"&'tn<:iN, and~ of t.be Oonrnment aa in bia opin­
ion would lead to a more t81eW!t proaoeution of l.be 
war and for th8 support and mainttnaooe of tbe 
Army and Nny. 

Consr- autboril:ed tb6 creation of tho War F"tnanoe 
COrporation by act of April G, 1918 (40 Stat. 1104). 
1'bi8 act waa amended Aup 24, 1991 Hi Stat. 181), 
and by a~ of F ebruary 20, 1924 (43 SiaL U). Tho 
amend menU! related pnmarily to tho attemplll w IIOIYo 
poot.-war fl.naocial proble..._ 
Con~ authorized the creation of tho Capital 1-

Ccimmittee b;[tille ll of tho act of April 61 1918 (40 
SUit. 612). This committee •-upertledod a 11milar one 
of the Jo'ederal Reserve Board. This earlier com· 
mittee, however, had DO legal eanctioo, cle&nitioo of 
powora, or financial support. 

' •, 
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Tht.rt are ct:~1ain othtr statutfe of an ~ey c:ha:r. 
nrcer 1,.to;e<l during tho World War!IOJ!d ~ro ,,.. ..,_ 
tain other statuces of permanent eg.e.lat10n. Thf.&e 
.,.. not here indicated because they oro of minor 
i m port•nce-

b. c-H/fflltiMt •I like l~gi•latiD• by IM s-Jy-f_,lt 0~ 
grvu-Dunng thr nl>l _..n of tho .,....,ty.fourth ~ 1D 

1033 ·,h• no,..., of Rep~ntath-rs ~ bill B. R. ~w. •bleb p .. 
vitltd C11r tht mobilir.auon of the Neuon's .resources .tn tame of wu. 
't"he bill w•• cornplttelv reo:ised lov the Speconl Comm•tt.eo or the Sen. 
11te to lnn:·~tigate tht ~lurutlons lndu~ ry, ond was furthe.r amended 
onol foo·orobly "'~"''"" •n!l rocom~llend<'() for passage, by the f?en· 
otr }lilitm· Alfatl' Commmre. Sn~N~lttle I of tho btU comprised 
a tunpltet ·,.,.,·tmtt ttt, the llilit~ry A fJeirs C<!,mmittee rteOmmtoded 
that thr bill bP rtfrmd to the Fmall<'O Cocmmttre of the Stn.te for 
roMidrntion. ll"htn the !0<00<1 ....,;on of the Seventy·fourtb Coo. 
Jl..,. ••liournod, the hiU had been •mendtd and fovorobly reporltd 
out bv the Sen:~te finance CmnmiUet. 

Ahltou~h II .. R. 6029, S.''"ll)'•lourth Congress, hl8 no~ boon eo­
•ctOO into law. iL hiLS bt'(ln f,u·orlkbly rC'JlOI"lc<f nnd rooomrnended for 
passaboe by thn't Senate ('()mmiltN'B alter extensive ht&rings. The 
tndtL<trill til I«. obat is. till .. m to VI of the billt inclll&ln, COII­

IIin tbo «>ntrol • ...,.,.., ro""idtml b•• lbt War ona Na'Y Dtput. 
rntnt.\! 10 lit nf'<'t'Ary in ordtr tbat tht' industrial t tfort. of tbe ('OClD. 

ory m~y be b'""jrht inoo >Upport ol the military ~fort. Tbe War 
.,.1 ~nvy Dri>Ortnll'nt• h.,.., !:""• on record belore congr<ssional 
c·u~n!niltf't."S Ill ""J>l)(lrfillg til it'S 1 I ( tfl VI, inclusive, of this biU. 

rtt lt• I hn1. not bt>tn oonsidem l in the rC\ision of thia industria) 
mobili1,;:t~inn fllan. SiDCe" this title outlines a compltl6 revenue act 
for '1\'trtunt Jlt!~ d•t ~rn and Xavy l>fpartmtnta eon!Jidtr that 
I~ t~s )'~"'""" _.,. ..-uhoul the pun-iew of th- Dtpartmtoli 
aO>Ithb utlt 11 nttntiotwd be.-. only to tmp~asize that tax proviSOIIS 
nubtiMX ~of l'UC'h a ~~·c nature as to hmder, hamper or destroy 
tht mort Important m!S'!ron of pn.KJucing munitions u ~ulred in 
war, · - , 

I Witlo n·l~rence to title ll the Wnr nud Navy Departments slated 
! ••t obey <hd not rot>sider this title n.......,.ry liut would not oppooe 

;~ ".,~J"~~'j,.in ~i:'•R.~-!' SSfl. For th~ above 1'0180RS, titles 11 
!!33" ·r . •· 0 • ...-<., u "'t forth m Reporto Noo. 889 and 
_ 

1
: •!ttd Statt< Stnatt. bart botn utilized heroin with slig!tt 

0·-•hli<ltHlR! u lbo draft for .,......,... •-~ ti to ' to lhe 
'ovtronwnt tht . , . . 1~ «=' a on gt•e 
An out1int or ~~~~ - ·Uary lntVllu't.ru'l c:ontro in war. 

1 
t!'\ to · mchl!l\'e. follows: 

nTLr; II 1 ~Dr-.. 
' ' "l:i•n.IAL liANAOJ!lolt:S'I' l"R(Wl&I:OMI 

Tbi5 lit)• IUth..U... dn! . . 
oho opinioot of •I>P !'...;;.... 1 ~! •n<lugri~J manall"ment. When •• 
nq•irtS it. lor run br 1 ,.,. "'-ful p""""'ution of the nr 
lion of all pomni ·.,.. l£b rui<>; •nd rogulatiom for tho re~ 
;,_ i~ttnded to ap 1

10
::- "'•••!J'.mt•t or f""lrol of induJtry, This 

walhng 10 t'OOptrftl · ~l"!ffns m uecutn·e positions who are un· 
or the I'"'"""" rtgi~~~ mdustri.• l war eft'ort, In the diocrction 

PI!Tllllno 111 nny industrial plont or induJ-
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try may be bO'OUj!bt into tbo......;., of tbo Oo"nun~nt for the duro . 
lion or tbe war and shall be subject to t.be_iuriMiction of tho War 
Depa~nt. Ho'll-ever, tbo 8ocrotary of War ia not to inlerfero 
wi(b the intemal managen>ent of tho i11dW1tries. Ho may, in tho 
public int~root, transfer registrants to any civilian eervice within 
tho juriadiction of O•o War Department. Tho competU~ation of such 
po1110ns industrially drofted will be paid by the Govommont at ratoa 
to bo Oxod by the President, and they may not accept any other 
compensation from any plant in which they render 111rviooe during 
tho war. Ruloe and re~ations for th& administration of this title 
would bo mado by tho 'President and ponaltiee aro provided in the 
bill for violationa of auch rules and rogulationll. The pro•iaiona of 
thio title are pormi8live, DOt mandatory. • · 

This title gh·ee the President '""l"f bi'OOid powero to control all 
of tho ,_..,_ of tho Natioo by prne fiximr. 1~, ratlonin$, 
':"'JUU!itioning, prioritiea, and other IM&8Ultl8 -for dirocttng and un•­
fying the inaul!lrial war elrort. 

The PreaidMt by thio titlo i>J granted discretionary wartime power 
and authority u follows: To fiX prices; to rogulate commodity ez. 
chango&; to establish a 8)'1!tem of priorities or rationing in favor of 
u~r& mO&t •itally linked with the pi'()EI0¢1Jtion of tho war; to provide 
a aysrom of licensee for organiu.tions or pel'90nB engagad in manu· 
factoring, mercantil"> or public eervico industries; to regulate the 
sale. use, trans,eort~thon, manufacture, or distribution of any pro<l· 
net; to roquisit•on any product and to eeiJ or otherwiee di&poee of 
such products; to enforce regulations ~inBt wute, boarding, spocu­
lation, and profiteering; to commandeer any manufact-uring plant 
or other eetabMhment. The President, of couree, may not find it 
n-ry to invoke all of these powers. 

Tho President is alao authorixod in this titlo to eetabli>Jb u mony 
agonci .. u he deems De<lOMll')' to exeeuto tho fund iona of ocnt rol o•~r 
war reaou.-. Tbo appointment of adminilltrator& to exorci>Jo the 
po••ro granted is aJao authorized. The p.,.ident could rogroup, re­
diaUibu16, or ,..;gn the d11tiee and functions of tho p...,..._t of 
.,..r a.ppliee for the military and nan! establishment& 

"Jolt ocmponaation" is pronded for JlO""'DS wbo comply with any 
roquiaition or their proportk by the G0ftnUDOnt. What ocnalituts 
juat ocmponaation i>J to be L•rmined by the Preaiclent, but it i>J not 
to indude 1- of proOta or anticipated profit& Thoae pu1001 not 
satiafied with the &moWlt of oompe.-tion to which tho Oo.-ernmont 
deeidea they are •ntitlod aro to he paid 76 porcent thereof, and they 
may auo the 0oftrllment at tho eloee o f the war fo.r ouch amollnt ao 
added to 76 percent will mako just compensation. The bill confero 
juriadiction on the United Stat.. District Courta to boor and dot41r­
mine auch di8putes. 

Th.i>J title MlflOWera Ute P....Odent by proclamation to eloee all IOCU· 
rity uchanp for the duration of the war should he eeo fit. 

I 

• 
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This title <reates a War Finn~cc Con\rol.Collll!'ission of five mem. 
I>Ora !llltlOCI bv the t•,...;denl. :-o ,.,.unty tssue m exceee of $100000 
••• be ol!t..<l for Jlllbl. ie or pnnte ,.1~ un~. appro•·ed by the War 
Fnianco Control Coouni!sion. .The Cotl\tll1SSlOD ""1. ad....., the 
.-rY fund.< to any«<~"'"'"'" or afl"OCY engage<! m prodoc:fioo 
t!!18erltia[ co the pf'Otlf'C'lltion of the war. 

Trn.F. n. ox::n:ut. J'K0\'18JOSS 

This till• 11rorid .. that any p<rilOil ronvicled ot will fully violating 
any of tl~ provisioti!Oilheaet or any of the niles or regulationamadi 
tloereundershall ht fined not""'"' lha~ $100,000or impriaoned for not 
more than 1 yrar. or bclb. togetbrr "'' b the cost. of p...-:utloo. 

Tbo t lfi!Cli• .. ,late of alltbo tit its of the act would be ~immediald 
"I"'" the d•daration by Congmo that a state of war eri&ts brtw.J: 
tho Unite<l Staloo and any foreign ~··ornruent and that the esistB>co 
ur such stale of wucreates gra,·e n~ttionnl emergency." 

The text of 1 it ito II lo VI, inelush·e, of a bill, iMiudiog the hcod 
iiiJ! "-""'' by tht Strwty·fourth Cong....,.. is as follows: • 

IL IL :.$!!1 
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The PruldenL 111 lle~b,. authorized. Wbeo In hl1 opinion OaQ w~l 
proeeeuuon ot war .-o requJ.ret or ret~dera advt.Mble. to I'IQUI,.._ uodtf' tUdl 
rulet tmd rerulatlout as be may eetabl~. the rfllatretJoo of aU or aor c1u1 
or l)l!l'ICiftl enpft'd Ln tb0 maaa,rement or conO'OI or ant tec.>boloal. l.adottrlal. 
or maoutaaurln.' plant or fl8tabl1Nunent ot an7 tln4 whlt.oever. WbateT~ the 
fonn ot ownel'lbtt) tht!f'eOt. COf'l)Orate or otherw~ or W'bo bave bMu ~ 
ln ~b Hll)llC'Ilt within 1lx moothl prior to all.)' decolarattoo ot war 

"-1M-· ··~"' bJo - .... - •D¥ .......... ~ ...... lriAI. or IUDufl<!ltariaa plut or NtahlisttmeDt or a.D,J poap thtreo( CGIDPf'WQc' 
•• lodatt7 t.o be f!llflltil.l to t.be malntmaoce ot Lbe m.Wta'7 ••b"•hmmt. 
or the e«ertt" _,..OOD ot the: mflll&r7 t~ 01 1M .. tateaaoot ot tbe 

.. tJooal "'' ... durl .. .,.. --· bo ............. - - -biJalo. 
meDt. or tod'uu7 ao to be. Ttoc:a t 1poa. IA1 Ptf"'IQQ ~ I)Or'IQI.Ot to U. 
proTialoal ol lbla tJUe abaJl. It wllhltt. dMI1.8aU0o Pf'OIDUt«ated bJ Lbt Prt. 
ldeot lD b .. tald J)f'Otla.matlon.. be bfOUI:bt t:oto tel""'''tee ol lbe Oot't:I"'UDffL f« 
the du,.tJoa ot tbft war ud lball be au.bJect to me JaNdieUoa ot the War 
Deplruntoc. Tbe Sec:retar7 of War Is aatbotbed and dlrecttd to J)r0Tk1e .udl 1 
rulee a.od rqulatlon• at m.a7 be necee8117 for tbe aovenuneat ot •~JJ Pfl'aoGI 
flO broucht Into tbe Hf'Yic:e ot the oo .. emmeoL e·ae~s rulee and .-.ol·~· bT 
lh6 Bee:retary of Wer abalt-bot a.ft'ert nor lnterlere with the lDteraal m.nase-
n'f:nt of the lndu!ltrte~ to whtda tueb pee-eon~ are enppd, but Ult &C'rt!LIJ'7 
milt at anr time, It he deem the public lnttreet In ~~ proeecuUoo ot 
war 10 to ~ulre, reoto\·e 11t1cb pereon from WC'h todotU'III tlOfflllou and &JMlP 
him to e~.ny ~erv1ea wll.blu the JuriadlC'tlon of the Mid War Dt:{Wl~ot. Upot:1 
IOUC:h remonl the Vle&llC.J 10 t:rtated .shall be lllled to tht normal me.nntr bt 
the of!koert or mtnagere or the ptant or te:tabllllhment a ft'«ted, but tht Pti"'QQ 
ebQIM at tudJ r-tpl&cetJ'f:Dl shAH lmmedlatel;f be rubJect. to tbo provltlon• ot 
t11la tltJo. 

&Vl.£11 oUfD aann..lo.DOlfl 

Tbe Prt~~identlbatl baYt powtt to mUe all n~.ry m itt and NUlltiOnl tor 
tbe admlnl~raUou ot thla tit~ 11Dd wC'b ruleii and recutauorur tMII ba"' the 
torc:e and tJTecot of law and ylob.tloo tbereof thaU be 1 nsl.tldtmN.nor pa.alah• 
nble by a Gne not ex~ln« tl,OOO or by tmprt8QDmeat tor not more than 000' 
,Jenr, or by b04_h t'uch tine and lmprleooment, and ln addition to aoch ptna.ll,J 
an,. otren~e punlthablo b7 muua,. lllw aball be wbJerct to UM jorl*'lc:Uon ot 
miUtaey eoo.rta. 

I 
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UDOIJ'iiLi6L IICWI!4 *"'0W ...... fll 

(l) To--·--· .. --· Ul oltlllo­cobtM =._.,_.~..., .. .._,..,4* , ew....a:-: ., ___ .,_ .... _..,.___ "' 
--------- I ...... _ .......... '*tiP.- ra an .. ..., • s ...,., ..... ., &M ..... ~.....,_filL 
~ ....... ,, .., .... tM ..... *'-- ... ar..., U7 , ___ .. ____ .,, ... ,_, ....... 
taU. co ....... ~ ,nee. ........ Jlflortt1 .... - _.w· ¢ a parwut to 
l.bll uu., or- fallo to....- or- w1t11 0117 .--., nquWdoo. or...--oltloo~ .. ,_,. ___ .....,._.. 
to ••- ,.......,~ tlo.lotltlo, •......,... falloiO-- tlMI 
piOJ'd 0 eoeta1lled Ia ... UaiMe; • 

(I) To ...,...."""... ..... "'- _..., - ... ..-... cc 11(7, ,... PI"'PPrtT. 01' r&pt., ... .. lildlll ,..... .. ... .., deea .. .-....to ooU or....._....,_ ot- _..., ---·--·--· (•)To __________ ... 

l1tr11Ctloa, _,......_ --aad ~ wllll _ .. .., -­
toodolatr, -tortal, --lt7, roo! -· or ftPt. or 10 - tlMI - ot Lb6 .me co ,.,. ~: 
(a)'}"'~--.,-•---.,_,........ ::'.!.:'~o'iu ~ ~=-":l. r.t i:~ ..,t"+=c;t;;~-= 
~-· ,. . .,.,,.,... '; 1....... .. .......... ~ W.pei"MMMMilate • .,. • .._....._...,:,••P• 'II ,,... WF; ......... ....w.lt.... ....., ..... -... .... 1 ., 

(0) IA tJae t'f'tDt ot J .. DCJ. fC &Ill IJte .,.. tJaat I m 
1 J ......... 

po~ or lMbWI.J' to qree -. ,.._ or _... ot SlliiMlic ! ~ M Mt.& • .., otber aa. .... ~ • tleJQed &a. .....,..._ ot .., tec+e&ee1 Ja1tM11a1. or 
~ plult • _., 9 1 to 1M PWK h• tl wu. to aw , , • dlle ...,.._. _.w, ' 1 or : cu ol ~ .-... or _... 
____ ..,. ___ .. ____ _ 
............ ..,. __ .. tloo ____ ,.. ... 
•• be ...,. ._. IUitab&e to beltlt wbterve eM m--. ot tbt oadolli .. 
·~ ~ttoo or wv, 

• 
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1111ort tt ~ nt...,. to be appropriated ror the ereaUOn of a ret'OI...., 
r...s t• ..we t.M: PmldfDt •• aaR pa~ or ('()au:DOi1ldM u -.. 
a111~l tM .-~ t~ All lhOOt1'l re«"'ft!d bt lbe 'Prelfd!NC. • 

bt:boalt Gt tht Ca.lted 8tat8 la tbe nen:IJfl Of powoen uadel' thll title IIMI 
rt1'trl to 1oct1 ttroh'1fll tvDd, tnc:lodln~ lln1 UI()Dey& re<!'ftiYed b.r hlm tor or liD 
ron1~1oo with the tul le ur Ol~lt.l(lll ot llO)' produ~. rooo..tu«. mate.rlal, 

t'flllddOitllf, real JII"'O)tl"\f, Clf rt1bt punPJnOI tO tbJ.t dUe. 
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,.._ At.. Guenu aua Pr nun•• 

Itt ... ~ IIH..., ee 1M au••• llhllil_, leer 11 • 'a a; .. .....,. 
., . .. tu &l' .. ..................... , .......... ..,. k . ............... .... 
~~-~~ ...... ., ..... .... ,. 

~ Da.AXOil .uro """'"c 
Where, UDder tM author1t;p ot t.bla title. the .P"reeldeoc l'l.u ekletd U7 or aU 
~ tD tht Onlted 8tate1 de&UDc ID the paJ"ddut or aJe ot av ClDf:D.. 

modltJ, It tba.U be ullw1UJ tor .., ·1*'100 to -.bblb u ~or co dell 

... lntJI!e ... tile - "" - ., - -17 ....... at - -
a:tbaop or u...,_to u7 aw • bred ....-c. or ottr tbe ea lltiW tndlw 
.. .., Olbtr CDII.Mtr. 

am.J.t.."fD~ 

- u4 ....... ._ .. de ..,. ll>e "--· - We dtlo llboD ..... tile 
tellr'ft aad e'ed: of Ia•, aDd tbe no&atkm ot IQdt: nalel or Niii'Glldeel tMD be 
a D)...._.oor J)GD.labable bJ' a IIDe at DOC /IJOre tbaD fl.OOO or 'T I~IMDt 
tor DOt more tbu ooe Tfll:r or bJ' botb 11fc:b ftae ud tmpriloo.Mat, bot 1QCb. 

raJH a.n4 rep;.lac..toq. 1111 Order to be dectl'ft, IDtllt be PGblt&btd UCl -· an.U· f 
able tor pabllc dlltrtbatlOD at • price DO creater tu.a t.be C'Oit ot JM~bllcettoo. 

'1"nu IV Bllou w::tt1W bcttA.J~H Plonllo•• 
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..:: :'1::.~"..:. .............. ~ I .... .=~-:· ..... ..,.: 
..... kttl ..._..,.._.J_,.._~..__,. ...... ....,...,..._ ••• II •• ,.......... ...... .,. ... ~ ............ - ....... , ......... ,.. 
~~.._ Ga . .,,., • .,.,.._.._....._ ., thll*'- '- _,....,.. .. - ........ ..-.--... ·--

-IMi liOW• 

u.,_ o.ho _,_-.. - ..... o.ho -..tu---.., -
: ot t1>e 11e<ot117 .&<t ot .-. u .- br .A<t ._ l- 1. l iN. u 1a 
~ Marth 10. 1-. are ~ aclopted u applkable to tat. Uttt. 

PCalaTT 

Allappro't"& .. ol teeatiU. made bJ' the CcJmmiRfom piiU'Wbt to .UO. uct 
an ••• or adY&Dee~ made IJQI'IOaD.t c:o eertJoD ot thtt dtle lba1l be pabl~ 
......., aod aball ba a..U.ble lor pahlk ._ to _.. -II aod -
- -blo ...... aod ....,...,_ ...... Ooasm- ... , -ba. 

Wber'f!Yer In lhll: t.IUe Pf'O'rldon 18 made tor a.o apptlcat.Joo to tbe Oommt.loa 
tor an, purpott., Ud •oeb aDPUcat:too II ..-.. tbe Oomm.lllloa lbaU Kt upon 
IUtb applicadon w iUila th1rt1 41,.. of tl:te ftllac' of ,...,, or tltaCe publicly the 
reNOn tor f-.1~ to do eo. 

u aunnO« o!'f ro,_ or c.<QwviNioti 

Notblq eoat.a.t.aed Ia t.bJil Uc,le lblll be deeOMid to Ualt or C!IOOtrol tbe IIOW'fr 
of Ule Uohed 8t.at8 OOTt'l'lUDellt or au a.ceoc7 tbertot to .... MalriU.. 

·-....... 
Tbll Ate -.., M dtfd u lM ""Wa.r 1tle idkJ' .A.d. • 

acii'Cifa~o. or CIXf~ .. ,... J:l.'t(J)."'~ .6.0ft 

~ AN or pare. ot 4dl f!'Oatietl• or W e ' teet wteb tbe pro•IIIMM of ~ 
Aet art:, to t.be t'Steot ot ~ «1D81et OC' luc •' t DQ, 8 J dtd dUr1QIJ tM 
t:frt!IC'tt ftDHI of t.bt1 .Art. 

, 
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UCDUiTIIAL )lOD!LlU'tiOlf PLUI 

•J.I,dll.ITT c::uu• 

Gl ... Ad. ... 1M ..... kedea tbtreOt to &aT SllftOD .... 

u ........ ~ lofllkl. ....... - ot ........ - ... --" 
.,.-.- .. 

1
._ .,,__.,. df(WDI(aDCt~. auu not bco decud ~. 

tmtb JI'Ot' .. kJM to 0 "" 
~ p.lTC 0 .. A/8 

""'"" 'nlll<lu. 
Olorl. 

s. A bill authori&lng the utabllahment of a Bureau of 
Karlno War Bilk ID.Iuranoe In the TI'Ms11.r7 IlepartDuaat. 

•· c-;dtnl.ion ofliko ~tioo in the World War. 
(I) The Bu,..u of MariM Wlr Risk lnsura""" m the Tn.­

uri Deportmen~ ,. .. created, and ita dutieo and powon 
defined, by 11tt of Sepwnber 2, 19lt, u amenMd. 

(i) The pro~ bill follows the general W>or of the World 
War J.Piatioo, whieh was lound to be fllliJieotly _.. 
fldory. There is, bowtver, not the ...,e detaili'OOIIlci­
ing Jlt':"'nntl •Jl!l aalari... This would ~ry bo 
de1emuned by e•reumstaoces at the time of pro~ 
of legillation and ean then he readily mpplied. The 
adriaory boud authoriud m the aet of Be~ber t, 
ltH, his IIClt boon meluded in the propoeed biD, heeauoe 
tho emlioo of lOlCb a boerd was apparently found u-

' ....,....., in the operation of the World War burtau. 
b. I rot'l'<lu~. in. Jlrt(lllration of clroft of propoeed bill. 

(I) lmbath-&-l'rtasury Department: 
(i) C..""llllioo ..;u,...;. 

(a) War Oeputmmt, Navy Departmeat, and Depari­
-.t of Commtrco. 

(b) Colade~ in the ohipping induttry. 
(c) nmuttees of Congress. 

A BIIA. 
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Honorable RenrT Morgenthau, Jr., 
BeoretarT of the TreaeurT, 

Waehington, D. c. 
Dear Mr. Secretary: 

30 

WaahiDgton, D. 0. 

II&)' 9 • 19:59 

lCou requested ua to pre .. nt a plan b7 whioh the rail­

roade, in private operation, could be counted upon to handle 

aatiefaotorilT the enlarged traffic which would be required of 

thea in the event of a great national emergeno7, euch ae war. 

There ia a vital dletinction between the eituation 

which would be preeented if the United Btatee ia not a partici­

pant from that wh1oh the railroade would face if the United 

Btatee itself ie at war. 

Without United Btatee participation, the railroads 

have only their oommon carrier obligations. Traffic, both 

freight and paeeenger, moves in a eteady, automatic stream, 

and the railroads are privileged to aeet the problema of 

eporadlo congestions through embargoes. 

lith our entry into war, the law provide a that, upon 

demand of the President, all Government paeeengere and freight 

muet be moved in etriot preference and prloritT, and thie cre­

ated in 1917, and would again ocoaeion, operating problema of 

the moat eerioue natu.re, aoc011panied by extraordin&rT expenee. 

Experience hae demonetrated that there ie no ehortage of rail­

road line haul oapaoltT. In o~ber words, there ie a IIUI'])lue, 

under praotlcallT &nT oonoeiYable oondltlon, of llJie trane­

portat1on, and the railroad& Uuwiee haYe adequate tel"8inale, 

/ 

• 
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prortdad alwa7a that the t'reigbt can be P1'011Pt11 41epoeed ot 

on arri •al. 

3.1 

We can lately diaragard the mo'l'nant ot paesengera, 

inoluding troops and their impedimenta, beoauae these are al­

ways immediately disposed ot at deetination. 

The oongestion ot treight trattic in 1917 aro1e trom 

two cauaee -

Firat , the sh1paent ot treight in quantities tar be­

yond the ab1lity ot the receinr to abeorb and •aat exports 

without consideration ot the a•a1lability ot ocean eh1pping ; and 

Seoond, the legal requirement that Government treight 

be moved in preference and priority, without a proper diecr1m-

1nat1on between kinde ot Goverriment tre1ght. 

It is i mperative that these two periods be oonaidered 

separately. 

Without United State• Participation 

We believe that the railroad• can handle the addi­

tional trattic which a toreign war would create, pro'l'ided the 

oars and looomotiyes now awaiting repair• are put 1n aervioeable 

condition. 

AI a whole, our railroad• own 1,663,79• freight oare, 

or which 215,000, or 12.9~, are untit tor i .. ediate aervioe be­

cauae ot need ot repairs. In troa eix to nine months, depend­

ing upon the labor aarket and the a'l'ailabilitJ ot aaterial, 

these oare can be repaired at an approx1aate additional coat 

ot t?s,ooo ,ooo. 
The railroads own ~.2M loooaoti'l'aa, ot which 8,148, 

, 
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or 1~, are unaerYioeable beoauae ot needecl repa1ra. We eati­

ute, tbe ava1labil1t)' of labor and .. tarial a .. uae4, that tbeae 

bad order enginea could all be repaired in troa eix to n1ne 

montbe at an approx1111Ate coat ot t33, 000,000. 

fhe total a441tional coat tor the repair or all un­

serviceable rreigbt care an4 loooaotivea would be approxiaatel)' 

$108. 000., 000. 

»ew &guipaent. Under .. vere aerYioe oon41Uona, 

trei.gbt care Will aore quiakl)' wear out, and there 1a undoubted 

need ror aore loooaotivea to replace tboae which abould, aa an 

eeonoa1 aeaaure, be retired. Ko doubt a oonaiderable number of 

trelght oars and looomot1vee Will be bu1lt an)'bow, but it 1e our 

Judgment that in the first )'ear there ebould be purohaeed aa a 

llln1mum 700 new loooaotivea and 60,000 freight oars. Ir the 

emergeno)' ia continued, the aeoond )'ear purobaaea abould be 

blgber - oonce1vabl)' aa UD7 aa 100,000 new rrelght care and 

1,500 loooaotlvee. fh1a equlpaent ebould be tlnanced b)' the 

lnuanoe or Car 'fruata, bo\18ht b)' the Oovernaent on terae and 

condltiona whlch the ra1lroada could atrord to aeet. 

Loooaot1ve and Car Repaira. fbe 1 .. e41ate and 

preaaing neoeaait)' would be the repair of freight care and 

locoaot1vea. '!'be Governaent abould be prepared, therefore, to 

loan to the r&llroada the aaount needed to !lake the neoeaaar)' 

ear and looo-t1Ye repa1ra, not 1n exoe .. or tloa,ooo,ooo. 

For th .. a advanoea the ra1lroa4a should pve the1r reapeot1ve 

notea without the requ1re-t or collateral, and repapant ot 

pr1no1pal or lntereat abould not be required unt11 ac.a future 

Uae, to be agreed upon, 'llben the ... J'I8DO)' allall have been 
Regraded Unclassified
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We 11t1mate that with the rre1ght equ1paent in 1tl 

present condition, and with 1nd1Y1dual moYem1nt1 re•trioted to 

the ability ot the rece1Yer to immediately d1epoee ot the 1aae, 

the railroad• could moYe 2~ more than they are handling at 

the present time. 

With all ot the cars and looomotiYel placed 1n •er­

viceable condition, we estimate that the roada oollectiYely 

could move a larger aggregate bu1inees than they were called 

upon to handle in 1918, which wae ·~ more than the trattic 

now handled. 

Traoll:.. No immediate emergency exiate with respect 

to the permanent way, although admittedly, due to the long con­

tinued depreeeion in bueine•e, rail and tie replacements are 

somewhat below the normal aYerage, and in the eYent a much 

greater trattic YOl\Ule should continue tor a oon,iderable 

period there should be a lll&terial inoreaee in replacement ot 

rA1le and tiee, and tor th1a purpose an additional expenditure 

ot approximately tl50,000,000 might be required in the next 

two or three years. To the extent that additional traoll:. re­

pairs are occasioned by the emergency, we teel that the .aae 

consideration should be extended by the GoYernaent aa recom­

mended in oaae ot emergency looomotiYe and car repa1re. 

Baeed UPOn ~ctual experience, too auoh e~hae1a 

could not be placed upon the rttal neoeee1ty ot controlled 

loading ot treight beyond the oa.pao1ty ot tbe reoelyer to ab­

sor'i>. The Interetate Co-erce Co•1aa1on o&JI, with Ua preaeDt 

power under the Car 8erY1oe aeot1on (15 and 16 Sec. l) ot the 

33 

Regraded Unclassified



34 
- 5 -

Aot, grant the neoeaa&r7 autborit7 to aoooapliah 'h1• eaaential 

purpoae. 

There ia, however, no preaent W&7 b7 which an embargo 

can be placed against Government freight regardleaa ot condi­

tione. We recommend that the Interatate Commerce Commiaaion be 

given th1a power to applf to an emergenoJ. 

Dealing With an7 emergeno7 Which would not involve the 
• participation ot th1a Governaent in war , and with the &JWPathetio 

cooperation ot thoae branohea ot the Governaent engaged ln the 

ah1pment ot freight, and with t1nanoial aeana, labor and material 

available tor needed repairs to locomotive• and care, our opinion 

1a that t he railroads can aatiataotoril1 handle the volume ot 

trattio that would be placed upon them. 

The railroads are tborough17 organized through the 

Aaaooiat1on ot American Rallroada, and, in our Judgment, no 

other central organization ia needed. The railroads can be 

counted upon to give to th1a organization auch authoritJ and 

eupport aa la neceaaarr, within legal lim!tationa. 

With United Statu Participation in a War. 

We have had experience with th1a contingencJ, and, 

in our Judgment, it ia eaaential that the legal r&quirement 

tor the movem~~~n atr1ct preference 

and priorit1 ~here.~: provided an ottioer 

1n the Executive Department ot the Gonrnaent 1n whOm would be 

veatad the authoritJ to approve, upon proper praaentation ot 

tact an4 without 481&7, auoh aeaauraa ot ral1at aa are naoaa­

l&rJ to aaat additional and unuaual 4aaan4a ariaing troa a 
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!he A .. oo1at1on or Aaer1oan Ra1lroada abould be pr1Y-

1leged to place 1n each ot the OoYernaent depart .. nta which ah1p 

traight an authoritatiYe repraeentatiYe, aa waa done 4uring the 

period or Federal Control, theae repreaentatiYea to haYe the 

authorit:r to iesue permita Without wh1oh freight oould not be 

loaded and forwarded. Baaed upon experience, th1a would raoil-

1tate and greatl:r enlarge the &OYeaent or eaaential treight • 
• Th1a waa aooogpliahed in 1918, notwithatand1ng the raot that in 

the beginning ot that :rear, and due alaoat wboll:r to oauaea be­

:rond the control or the railroade, there waa a aerioua oongeation 

or freight tar beyond the oapabilit:r or the reoe1Yere, both 

priyate and GoYernaent, to abaorb. 

8uoh an lxeoutiYe authorit:r ahould be authori&ed, aa 

waa the Director General or Rallroada in 1918, to grant 1n­

oreaaea in ratea, tarea and chargee where it ia apparent to hla, 

attar oonaultat1on with the lnteratata Coaaerce Coaa1aa1on, that 

the railroada, on account or unexpected 1noreaae 1n operating 

ocate, muat haYe additional reYenue 1n order to oarr:r on. 

Baaed upon exper1•noe, there Will unqueatlonabl:r 

arlee conditione wb1oh Will require 1ndiYidual raUroada to 

make great eaoritioea to aooompl1ah the apeoitio purpoaea ot 

tb.e Gonrnaant. The beoutiYe authorit:r ahould haYe power to 

grant extra oo~enaatlon tor an ind1Y14ual ra.Uroad, wbloh, 

1n crder to reap0114 to the eaMntial naeda or the Oonrnaent, 

-uat taaporarU:r aurrendar the olaaa or vattlo wh1oh 1t 1a 

Regraded Unclassified



- 7 -

aocuat011ed to baD4le &114 aubordlnate 1taelt to a ao••ent or an 

altogether 41tterent character and Yoluae beoauae ot the eaaen­

ti&l neede ot the GoYernment in the emergenor. 

36 

the time ia too ahort to enumerate all ot the phaaea 

ot power which, in our opinion, ahould be •eated in thie Execu­

tive authority, but we emphaaize that ther ahould be extena1Ye, 

and in particular include the right to te~orar1ly relieYe the 

ra1lroade trom legal reetr1ct1one, Which may interfere with the 

tree tlow ot trattio. We do not belie•e that ther should com­

prehend the management ot' the ra1lroada nor go be;rond the author-

1t:y to appro••. 

the eaaent1ala ot management ahould remain 1n the 

railroad&, exerted 1n a general aen8e b:y the Aaaooiation ot 

American Railroads. thie Aeaooiation ia now a Yeey complete 

national organiz~t1on, compoaed ot all the eaaential trunk linea 

and moat ot the euential abort linea. Ita headquarter• are in 

Waahington. the President ot the Anooiat1on 11>uld be a point 

ot contact w1tb the Executi•e autboritJ. He i8 a88i8ted b;r an 

Executive Committee ot six railroad cbiet execut1Yea selected 

trom the different parte or the countr:y. The b:y-lawa pro•ide 

that, when neoeaear:y, thia £xeout1Ye Committee would be in con­

tinuoua aeaaion. 

In the e•ent ot actual Federal Control, and •• do 

not minimize the tact that 4ue to financial con41t1ona 1t aar 

oonoeiYabl7 beooae neceeearr tor tbe Governaent to toraall7 

take o•ar the ra1lroade a a -• done Deoeaber 28, 1917, bowe•ar, 

•• atrong1;r repraaent that 1t would not be n}ceaaarr tor tbe 

• 
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GonrnMnt to aa- the data1la ot opwatlon, aad euob deta1le 

ebould oont1nue to be haa4led 1n the "*7 that we han here1n 

raoomaended, weat1ng 1n the lxeout1we author1tr the neoaaaar, 

Jur1sd1otion to be exeroisad throulb the Aaaooiation of Aaerioan 

Ra1lroade. 

We alao call attention to the taot that 1t .., not 

be necesear, tor the Oo•ernaent, 1n the oirouaatanoea, to 

toraall7 taka onr all the railroad• in the oountr,. Or41n­

ar1l7 the crux of the preble• 1s within a certain area or 

region. In 1918 tor instance, no great 41ft1culti .. were ex­

perienced in the South or in the Weetern regions and theJ had 

no ineu~ountable diftioultiee Which were not the reflex of 

the situation in the lastern region . ObYioualJ, it aD7 rail­

roads were taken under l'ederal Control, all the carriere 1n 

thet region ahould likewise be taken because the 41ff1cult1es 

would not be in41rtdual but general, and the relocation• ot 

traftio and the eeaential probl•e would be the eaae for theae 

neighbor1ng and, to an extent , parallel oarr1ere. 

In euoh cirouaatanoee, the aatter of a return or 

rental beoo•es ot par .. ount importance. BJ 4ireot1on of 

President lilaon, the awerage net railwa7 operating inoo.e 

tor eaoh carrier tor the three Jaare preceding June 30, 1917, 

was aade the oo•peneation ot 1n41Yidual carriere tor their 

propert7, and authorit7 wae granted the Direotor General of 

RaUroada to war, tro. thie t1xe4 return where there were ex­

traord1nar7 or unusual oon41Uone arhing on an 1n41rtdual 

carrier 4uring the ao-oalled teat period . l'or thia teat 
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period, it ahould be eaphaei&ed that the railroad• aa a whole 

were paid 5.1~ upon their propert7 inYeatment. We now face 

an entirely different aituation. In 19~8 the railroads aa a 

whole earned an average of 1.•~ upon their propert7 invest­

ment and many ot them earned nothing at all. 

With the authorit7 to inoreaae ratee, as wae done 

promptly b7 the Director General of Railroad& in 1918, the 

revenue need a of the railroad& could oonceiYabl7 be aet. It 

tor an7 reaeon tb1e was not done, then we know ot no other 

method than tor the Government to aeeume the operating reeulte, 

allowing to each individual carrier an a11ount which would repre­

sent euch a return upon ita propert7 ae oould be Juatified b7 

taking into ooneideration ita aotual net railway operating in­

come over a considerable period ot yeara, which period would 

include not alone the depression yeare but an equiYalent num­

ber ot the years of noraal bueineee actiYitJ. 

Inaemuch ae the queet1on ot coordinati on ot rail­

road& with other forme or traneportation was not referred to 

in our conYereation it has not been diecuseed here. 
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Pn!tp~l 

Kr. Doughton 
Kr. Cooper 
Kr. Ranee 
Kra. Ilot& 

JJ 

IDI.Jr: (to Kr. Hanea) I uked th81e people 
to help • diotate a aeaorandua of what happened. I 
Ju•t don't know. 

llr. D~ht2J: Before we •tart, I want to pt th11 
1ituation oi~lie • You and I have had 1everal brief 
oonver1ation1 - - ;rou and I. I got the iapre11ion, or I 
would say I ne very hopef'ul. and 10aewh&t under the iapr81-
11on, that wtwn it oue down it had bHn an underetand1q, 
an aooord, reached aaong :rou three: the l'r81ident and :rou 
two, about th11 •tter. .I don 1 t ••• 1t 1xaotl;r 1n that 
11ght now. 

IDl Jr: Bane• and I are right together. You don't 
han to dne Ul up. We are lined up. We a.re talking 
here. I thoagbt I knew where the l'rllident n• whe11 I 
Nw h1a !hur84a¥ or Prida;r, when I alked h1a oould I 1 ee 
;rou. fhen, when I ••w hia ;reeterda;r and had th11 11111011 
of an hour and a half -- 1t wa• after he had 11111 the 
leaders -- he praotioall;r put •• ill the po1ition -- wh111 
you boil it a+l down, I 1&1d, 'Well, llr. Pr11ident, wh;r 
don't you 1a7 what you wantf You don't want a tax bill.' 

~· ~"sbton: When he oalled .. 711terda7 after­
noon, t llreoogni&ed the faot that he had not approved 
what :rou had 1n a1nd. 

BK.t!l Be did on !hareda;r or Pr1da;r, beoauee I 
have go 1tuff. I have got the book. I han got 
1t ill hie own handwri Unf. I took that book over and 
be Mde oorreot1o11e u4 han page after PAS• 111 hie own 
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handwri t1ng, And than he ea1d, •Prepare the a tuff 
giving the Proe and oone, 1 and- did 1t and then we 
wrote it Juet the war he wanted it and took i t baolt 
yuterday, I aa not going to pull ID1 pw\ohae a bi t! 
And then when I went baok with the th1~ prepared the 
way he wanted it , he ea1d no. Jo that • where I am. 

Mr. Doughton: Well, we will etart fro• eoratoh 
now; from th1e morning. 

HK,Jr: . And I oerta1nly had every reaaon to bt­
Ueve afier, I don 1 t ·know how 11AJ17 hO\lre he went over 
th1e thing, and we re-wrote it Juet the way he wanted 
1t and then when I gave it to h1a 7uterday he woul.dn1 t 
even look at 1t. 

(0 

Mr. Dongt>ton: That conf erence 7eaterday morning 
upset thinge. • 

HM.Jr: He ola1ms at thia conference yeaterda1 
they eald It is more iaportant to adJourn Congress than 
it is to have a tax bill and all they want to do ia Just 
extend theee things. 

Mr. Cooper: I don't know what all theee inter­
vening oonferenoee have been about, but .,- i.preasion 
ia, aa I have underetood it from the oonferenoea I did 
attend, the very clear impreaeion I got then ie exactly 
in aooord with this morning' a conference. 

HK,Jr: I agree with YO\l that wae the way he wae 
when we were laet there together. But Ranee and I have 
felt - - the way I told you two fentleman: we were eit­
ting in the parlor and I think ea1d to the Preddent 
that we feel that bueineu 1e getting woree and that o.ne 
of the waye to improve bu81neu 1e to ehift eo1111 of the 
taxa e. 

Now, the President uaee the word 1 repreeeive". 
I eay ohange 80118 of the worst taxee from the standpoint 
of deterrentr. and put on eoae wh1oh are the leaet re-
preu1 ve -- udng hie own word. !low, we • tar ted w1 th 
the five and when I went there with h1a, !bur;~ or 
J'riday, and bad the liet, he d1d not orou one of thea 

... 
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out. lot a one! .ln4 rt'14entl:r I did not aalte &117 
headwa!. I thought I was and I was led to beUne 
it. han not changed and I oan •a:r that tor Hanel 
and a:rselt, and I want to llllke 1t perteotl:r plain. 
I e81d to the President, :r••terda:r, it's a:uoh better 
that I don't go up on the Hill at all. 

llll.h': Because I baYe got oonrtoUone. I 
baYe go~respon81billt)' to a:r oountr)', whioh oc.e1 
f1rlt• I aa charged with oerta1n duti••· I aa not 
going to 1tult1f7 -.:rself tw &117bod7 • 

.lnd it isn't aa t~ th18 thing is soaeth1ng 
I arrhed at as the wind. I go baolt to the report 
Magill and Shoup wrote, wh1oh took thea 11x aontba to 
prepare. then Hanes oomes here and be makes a wbole 
t*udJ. We preaented praotioall7 the lam& identical 
thing to the Preddent in Peoember ~3'7 and he agreed 
to mo1t of them then. 

low, gentleaen, we han tried spending aone:r. 
Ire are .,.n41ng aore than we haYe enr spent before 
and it do81 not work. And I haYe Just one interest, 
and if I aa wrong, as far a1 I am o011oemed, 1oaebod7 
el11 can baYe -.:r Jab. I want to see th18 oountr;r 
prosperous. I want to see people get a Job. I 
want to see people get enough to eat. We baYe nenr 
aade good 011 our pr<*ises. We han nenr taken care 
ot thea. We haY& said we would gin enr;rbod7 a Job 
that wanted it. We haYe neYer taken care of the 
people throu&ll :r~ aounta1n1 and :rour 110unta1na who 
;et a t30.00 or .oo a :rear inooae. '!'here are 
4a,OOO,OOO that don't baYe that a:uoh inooae. We ban 
nner done &117th1Dg tor tbea. I want to ••• those 
people taken care of. 

. We han nenr begun to tax the people 1n this 
oountr:r the -:r the:r should be. We took this pro-
grea to the lre81dent lhowing how to raise another 
12,000,000,000 and how to balance ~he buc!«et, and we 
bad it in Ootober of this :rear. 12,000,000,000l 
We baYe neYer begun to tax the people. I don't 1*7 
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what I should. People ot -r ola11 don't. People 
who have it ebould pay. We han not oha.nged. We 
have been absolutely oon1i1tent tor two or three 
years. It' e never a good year to ha,.e a tax bill, 
but I thinlt it1 e a darn good year to begin to balance 
the budget. thie atate.ent I made ye1terday about 
the t3&o,ooo,ooo over and abo,.e the budget, I asked 
him betore I made that. I 1aid, Kr. Pruident, I 
am 1hoo1ted about tbie; I don't ltnow how J!I)U teel 
about itl 

11fben1 e your next pre11 oonterenoe? ' 

•roar o1 oloolt. 1 

'Say it then. 1 

But what are we going to do about itt The 
biggest deterrent ot all, I thinlt, il tDt the country 
does not ltnow when the end 1B in eight and this un­
balancing ot the budget, that ' 1 the biggest deterrent 
ot all and that's what trighten• people. I had a 
II&Jl travel up and down thil country and he bas oou 
baolt -- an intelligent tallow; be baa ltept away trom 
big cities -- and the unanimous report wae that people 
are not atraid ot paying more taxe• it they are con­
vinced that it ie honestly apent, but they are against 
nate. 

But wb7 not let's come to gripat And aa I 
eay, all I am intereeted in il to reall7 aee tbia 
country proaperoue and this t orm ot Gonrruaent con­
tinue, beoauae atter eigbt yeara it we can't make a 
auooeae somebody else ia going to olaia the right 
to make it and he' a got the right t o make the trial. 
I aay attereight years ot thil Admin11tration we ba,.e 
just aa auoh unemployment aa when we started. 

!lr. Daughton: An.d an enormou1 debt to boott 

HK.Jr: And an enormou1 debt to boot! We 
are Ju•t 1itting here and fiddling and I am Ju•t 
wearing myaelt out and getting 1iolt. Beoauae wb7l 
I oan' t eee a111 daylight. I want it tor 15¥ people. 
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tor •7 ohildren, and JOur ohildren. I want to 
eee eome daylight and I don't eee it. And that's 
why Hanee and I are malting the tight, and it we 
are euooesstul he and I will contribute more out 
ot our pockets than othere beoauee 1t will hit us 
the hardest. It they take our euggeetion, to 
take our money or lea~e it to them after we die, 
it hite Hanes and me relatively more than aDJbody 
in tbie Adla1n1stration. Jobody oan be 110re un­
eeltieh than we are. It I wanted to, I oould 
follow what Mr. Kellon did and ae l ong as he waa 
here taxee o~er t?oo,ooo n"er went up, but the 
plan we ha~e here hits Ranee and ae relati~el)' .,re 
than anybody else who worke tor Mr. Rooee~elt be­
oauee we happen to tall into that olaaa, eo i~ &nJ­
body eaye we are 1ntereeted in Wall Street, he'• 
l)'ing. 

ll.r. Cooper: To analJU JOUr statement briefly, 
1t1 s t he position ot JOU two g•ntlemen that there 
should be a tax bill to raiee enough re~enue to make 
a etart towards balancing the bucS«etT 

Hll.Jr: Yea~ 

Mr. Cooper: All right. low then, it that 
1B true, oertainlJ' b7 all the rulee of the gaae , 
that recommendation ebould ha~e oome to us in Janu­
ary 1t it was coaing at all. 

Mr. Hanes: llothiqf 110re true than what JOU 
ear and we tried our beet to get it there. 

Mr. Cooper: That's not our fault. 

Hll.Jr: Cbeok! 

Mr. Cooper: It may not be your fault. Now, 
it it ia beoauee of the views ot the Preeident - - JOU 
oan't get anywhere b7 not reoogni~ing those ~iewe, 
beoauee attar all whate~er ie done must be appro~ed 
by h1a, eo it you don't ha~e that appro~al in ad~anoe 
you never ba~e aDJ ele•nt ot oerta1nt:r to sustain 
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JOU in t he poeUion JOU are takiq. luppoee n work 
oureelYel e1ok. You gentle .. n do llkewiee. !baa 
wind up with a prograa tba1: hi won1 t take. What prao­
tioal good haYe JOU aooo.pl1ehldf 

IIII.Jrl Well, n han aoooliJ)lhhld th11, Jere. 
1'h1e 11 not eo•thiq new. Look1q the world onr, 
eaoh oountr7 through their ar-&Mnt prograa and 1:h1e 
re&r~~&~~~ent race ri.e gra4n•llJ getting near f1nano1&l 
eu1o1de. 

Jlr. Cooper: Bo dwbt abwt that! 

r·Jr: It .. don1 t haYe war -- and I IIOit 
ferYent 1 PraJ we won't and I will do eYerJthinc I 
oan to keep u tro• ooainc if 11: 1e poeeible for • 
an4 if tbere 11 no world war , oerta1nl7 th11 oountrJ 
ought to lead the world baok to f1nano1al ean1t7 and 
that f1nano1al eanUy would be that w• l1Ye w11:h1D 
our meana. Now .Eqland, within the last two or three 
weeka, hae been the laet oountr:r to go overboard and 
eyen now when ahe ra1eed the budget she's going to 1n­
oreaee - - half of the inoreaeed budget ia going to 
oo111 out of taxes. 

Now, talltiq with aomebod)' in the office :rester­
day, before I made my atatement about being bothered 
about thia 1noreaaed BXPind1ture for the Agricultural 
bill, they laid, 1 1fh:r aUolt your neolt out? It will 
paea. lobo47 alae 1e going to object.• 1 aa1d no; 
that1 a wb)' 1 aa goi~ to do it. Juat aa long aa I 
ait here, I aa going to be that kind of person an4 &D1 
ti .. the Preaident doea not like what 1 1&7 it ie YerJ 
eaey for h1a to aay ao and I haYa a perteotl7 good 
far>D without any aortgage on it. And Just ae long 
ae I aa here, 1 aa going to oontinue to be that lt1nd 
of a fellow. 

1t JOU want to know where the trouble ·liea -­
in the Budget message the President talked about in­
oreaaed taxea and getting enough money. 1 gaYe it to 
h1a thh aorn1ng. Enough money trom the leaat re­
preea1n taxae to pay tor the t212,000,000 that tha7 
Yoted laat 7ear. !ben, when he atepa on th1e boat, 
without wrr ltnowi~~g an;rth1Jig about it, he aa1d no in-
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creased taxes, and then I oame along and said, 1 Fine! 
I hope Congress takes a look at the various taxes to 
see if any of them are deterrents. • And that ' s all 
I have ever said. But here, within f our weeks , first 
he says 'Let' s get enough increased taxes to pay for 
lastyear'a parity payments,• and then within four weeks, 
maybe five or three; within several weeks, he comas 
along and says, 'No new taxes. •. 

Now, all I am saying to you, gentlemen, is I 
think I have been consi stent. I think . I am an Amer­
ican. I think I am thinking of my own country. And 
when I have got to become a deficit ~pender and be­
lieve in this compensatory theory, the President ought 
to ~et somebody else to sit in this chair because I 
don t -- I am loyal to him and have been with him 
longer than~ anybody else, but I oan1 t appear 
before your people and stultify. That ' s why he made 
the suggestion that you begin hearings and don ' t in­
vite me uP· He knows me. I have been with him 
twenty-five years and he knows I worr't stultify myself 
and that's why I think people have a certain amount of 
confidence in me, because they know me. This thing 
is so much bigger than I am that I am very unimportant . 

Mr. Doughten: Ky personal opinion - - Mr. Cooper 
might not agree -- but ae far ae I am concerned, I 
would not favor , I would really be opposed, not arbi­
trarily, but opposed to our atte~ng any kind of tax 
legislation until you cams up and gave us your posi­
tion which I supposed was satisfactory to the Adminis­
tration. 

Mr. Cooper: Of course, that ' s the course we 
have always taken and the Presi dent has naturally dic­
tated t o us to follow that course now. And as the 
Chairman indicates, we want to know - - at least , I 
want to know -- that whatever we are starting out to 
try to do is 1n accord with the program of t he Presi­
dent. 

Just one other point, in line with the state­
ment you have made, as indicated by my previous re­
mark if we were expected to draft and pass a general 

• 
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tax bill raie1ng $1,000,000,000 or $2,000,000,000 
add1 t1onal revenue, we should have had that Job 
turned over to ua at the beginning or t he session 
and not now, which we hope to be near the close or 
the session. 

HY,Jr: Jere, the President or the United 
States after, as I told him, he had me down last night 
(because he went at me !rom one o1 clooa to 3: 30 yes­
terday) and attar he had been at me !or two hours and 
twenty-rive minutes, in the last two minutes he said, 
'Henry, suppoa1n~ this country 1s a $67,ooo,ooo

1
ooo 

country and that s all it's going to be. What s your 
recommendation? I said, 'I haven ' t got one. • He 
said, 'Henry, you must have. • I said, ' I have not 
been thinking along those linea. • He said, •suppos­
ing we are a $67 ,ooo,ooo,ooo and don't rt any further. 
What's your recommendation1 1 I said," have not been 
thinking that way.• I said, 1Have you been t hinking 
about it?• Then, at 3:25 last night, 1 Well, how 
about going after balancing the budget and raising 
$2,000,000,000? Have you such a program?• I said, 
"Yea; we showed it to you in October, 1938. It' s 
all done. Hanes, Bell and I were over there in Oc­
tober, 1938, and presented it to you.• I want you 
to know Hanes and I and Bell saw the President in 
October, 1938, and presented that program. He has 
never •id another word about it until 3: 25 last night. 

Kr. Cooper: I have no doubt or that. The 
!1rst time I ever met Mr. Hanes was in Chairman 
Doughten' s o!!ice. He made the remark at that time 
that he favored raising $1 ,000,000 ,000 more taxes. 
I assumed !rom that that you gentlemen had been think­
ing along that line, but the tact remains it has never 
come to ua. 

HY.Jr: Well , then, you know w~. 

Mr. Cooper: We know why it has not. We are 
not responsible and I grant t hat you are not respon­
sible , but the President is in the driver's seat. 
It you are going anywhere in this country, you bave 
to ride with him. 

• 
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HM.Jr: Or not ride at all. 

!lr. Cooper: You han to walk. 

!lr. Doughton: I agree with ;rou. If there 1e 
to be a tax program we ought to han known it earlier, 
but our pr ogra111 hae been what we did l .. t rear on So­
cial Securit;r, when we deferred that, we would not 
han been an:r farther along. .b far ae I was oo .... 
a1tted, the firat thing we would take uP would be 
amendaenta to Social Seourit:r and we put our whole 
ti.lle on that. 

Mr. Cooper : We haYs worked ainoe the first 
da)' of February. 

Kr• Doughten: I took up Social Security be­
cause I agreed to do it. 

47 

Kr• Cooper: 14' view 1a in all probab1litr with 
a clear, conoise, definite program for a reYenue b111, 
present ed by the Treasury with the appro1al of the Prea­
ident, we could haYe worked that out and disposed of 
that in CoiiLIDittee and in the Houee in a IIUch shorter 
period of till! than we haYe had to deYote to Soo1al 
Security. 

Mr. Doughten: We could ret i f we could start 
troll ecratoh w1 th an underetand1ng. I don' t think 
an;rth1ng in the House would take us ae long ae the 
Social Security. 

!lr. Cooper: 14' nr:r clear i.x>reuion of the 
Preaident 1s poe1tion thie morning, ae I indicated 
a while ago, is Just what I haYe understood it to 
be all along and, aa I see it now, he etill is not 
in a position to advocate a general tax bill to 
raiae fl,ooo,ooo,ooo or $2,ooo,ooo ,ooo at this aeesion 
of Congress, beoause his Yery definite suggestion, or 
pr oposal, was that that be given stud)' with a view to 
reporting the third day of next Januar:r. 

HM .Jr: But he did suggeat this: first, that 
rou han a bill to take care of Social Securi t:r. 

Kr• Dqgghton: We han that. 

• 
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IDI.Jrt !hen he aa1d, two han another bill 
to take care of future tax-exempta on GoYernmente. 

Mr. Doughtona Extend the axchaa. 

lUI Jr: 1'hree, a reeolution extending the ex­
c1au, but you alec got your corporate. And then he 
eaid , four, haYe a bill which would take up .... 

Mr. Oogptr: ••• eo-called deterrent taxee ,,, 

IDl,Jr: .. .. and he aa1d a tart with the c&1'1'1ing 
oYer of buaineaa loeaea. 

Mr. Oooper: !bat1e right. 

f'{jO!r: And he auggeated that )'OU, ae Oba1raan 
of the olllll1 tt ee begin to hold hearing• on that 
and that after )'OU had held )'our hear1nge on that and 
heard the proponente, )'OU aek me to come up. 

Kr• Oooper: And g1Y! eatimatea of the effect on 
1'!Y!nUio 

IDI.Jr: And then he aa1d that that bill would be 
the •catch an• tor all the amendaenta and tr7 to lteep 
thea froca haYing an)' amen<llaent • on an)' other bill ex­
cept tlult. 

Mr. O~er: 8ubatant1all:r, that' • w:r under­
atand1ng. ~ n, the fifth thing, han a Joint Jleeo­
lut1on prortd1ng tor a Joint Ooaa1ttee to aake a etud)' 
ot poae1ble reduct1ona 1n exPenditure• and a propoaed 
tax plan that would loolt to the bal&nc1ng of the budget 
OYer a three-year period, and that to go oYer, with the 
re~rt on it to be aade b)' Januar)' third. 

Mr,~ughtg~: Repruentat1na on tbat Oolllll1ttee 
would be tee *'m ere of the Houee Waya and Keane and 
three of the Senate Finance and three of the Appropr1a­
t1ona Oo•1tt .. and three troa the !reaaur)'. 

~· 000per: Aa I underetood it, be euggeeted 
e1x ae era, three froa the Houa e and three troa the 

' 
Regraded Unclassified



.. 

-11-

Senate and then if we thought well of it, to haYe 
three from the Adm1niatratiYI or lxaoutiYe branch of 
the GoYernment. Of oourae, I did not raiea the 
question at that time , beoauee we all eee•ed to un­
derstand that .any detaila of a auggest i on of that 
type would haYe to be worked out, but we run into 
immediate trouble in the eeleotion of that type of 
Committee. How then, if it ie a queetion of studying 
ahe reYenue and reooiDIIIending a tax program, ot course 
the 'faye and Ileana CoiiJRittee of the House and J'inance 
Committee of the Senate would naturally furnish the 
personnel tor suoh a Committee, but when you obuok 
up with that the question of atudying poeaible reauo­
tion in expenditures that illllediatel)' brings in the 
Appropriation• Committees of the two Houses beoauae 
the)' are the spending Committees. 

!!r. Daughton: I ban got it in my 1111nd that 
that waa in the back of somebod)'1 a head, to let the 
Appropriations Committee be represented if we had a 
Joint Committee of that kind to formulate a long­
range three-year pr ogram. 

!!r. Cooper: And I definitely underetood that 
he thought it was desirable to han a amall CoiDIIIittee. 
Re made that remark. 

!!r. Dnnghton: He got the idea, perhaps, along 
with theae single-barrel billa; first, with Sooial 
Seourity which deale with deterrent taxea to some ex­
tent; then excise taxes and a bill to take care of 
future tax-exempts, and then the deterrents, starting 
with carrying OYer of business los.es, and it requ1ree 
such elaborate etudy then we could be dropped and thh 
Committee could go on wit"- further study. 'fe .tght 
poasibly get through with one phaae of it if we could 
get agreem~nt. 'fe mi ght get agreement on business 
lone a; otherwise we would go along on the long- range 
proposition of tax reY1sion , reducing expenditures; 
that that should go oYer, the intermediary stud)', until 
Fall. 

!!r. Co~ner: I think it •• nry clearly i ndi­
cated that it~ the Preeident'a idea that we d1Yide 
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the program up i nto separate billa; that we have 
the bill dealing with Sooial Security, ~ioh is the 
oourse we have been following . The tax part of the 
Social Securi ty program is involved in the whole 
Social Security problem. That's one. Then a res­
olution extending expiring taxes. Then hearincs 
and a bill on tax-exempt seour1t ies. Then, t our, 
a bill dealing with the so-called deterrent taxes 
to business with the starting point the oarry- over 
ot business losses. And then t he fifth thing, 
this suggested general Committee to give a study of 
possi ble reduction ot expenditures and a possible 
tax program looking to the balancing of the budget 
within a three- year program. 

HU,Jr: Beginning next year . 

Ur . Cooyer: A report of that Joint Committee 
to be made on anuary 3rd. 

You remember, the President pointed out it you 
get your Social Security tax bill through and you get 
your Resolution passed extending expiring taxes , the 
status continues as it now exists. The Government 
will go right on. Now then, if by that time Congress 
is in a mood to adjourn, you oan adjourn with the 
statue continuing as it exiots now. It Congress 
wants to remain in session long enough to t hen take 
up and dispose ot the questi on of tax-exempt securities 
and the question of tax deterrents to business, all 
right. It not , it adJournment comes before action 
is taken on those, you still have your present status 
continuing and your financial program of the Govern­
ment continuing Just as it ie now. 

HU.Jr: And Mr. Doughten pointed out, as Ire­
member, that if we started hearings --you people 
started hearings on business oarry-over, who is going 
to guarantee that Mr. MacCormack and the Republicans 
are not goi ng to bring up the whole program and run 
away with the whole show? 

Ur . Doughten: Of oourse , I am tearful they 
wil.l do it if we don ' t reach some understanding with 
them, It they t hought we were trying to head it ott, 
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the Oongreuman haa gone on the air and Harriaon baa 
made different and ~fferent atatementa and unlaas 
we reaoh an underatand1ng with them-- that1 1 the ee­
sential thing, first . It they would let ua go along 
with the exteneion of theae aspiring taxes without 
aiDindllent and then tax-exeac>ta, unlen we could we 
have the whole fight on either one of those . 

HM.Jr: And the President auggeatad that you 
gentlemen talk it over with Pat Harriaon and eea i f 
you could arrive at a auggeation. 

Kr. Daughton: '!'hat waa a suggeetion I thought 
wae all right and, moreover, we want to talk it over 
with all the members of our Sub- committee . It we 
atart out, even with WaoCoraaok, with the public aind 
a• it ia, with the Republicans all lined up behind 
him -- what I want to do 1a agree -- I t hink we would 
have a long fight and be whipped and be diaored1ted. 

!:1 

Mr• Cooper: And going baok to the original 
propoeition --what have you to gain if you work your­
self down, both the Treaaury and the Waye and Means , 
and oome out with a bill and it 1 1 loaded down or shot 
to pieces u ther in the Houee or in the Senate and 
winda up in auch ahape your Preaident won't approve itl 
I have t h h idea on that point which would aafeguard 
that. The conferee• of the Waye and !olean• would never 
agree to a bill that the Preaident aisJlt not want but 
would not accept. I think we could prevent that con­
tingency from arilling. 

fDl.Jr: Be did not 81gn the laat au. 

Kr. Cooper: He didn't aign the last one and 
aa far aa my part ie concerned I don ' t intend to get 
myaelf in that shape again if I can help it. 

RK,Jr: That ' s Why I say it is better not to 
let me go up on the Hill, becau1e you oan find out 
where I atand any minute 1n twenty- tour hour• of the 
day. 

Kr. Cooper: To be quite franlt, tbat 1 a the onl.y 
wa;r to deal with ua . I don't .. e any good purpoee 
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to be eernd b)' )'oul! ooll1ng up on the Hill or b)' 
your deYoting an)' further time or effort to th1e 
thing until )'OU oan get an ab1olute under1tand1ng 
and clearance Wlth the Preeident. 

J!r , D~Bt~n: On that point, unleu 7ou do 
come up on ti 1 -- ouhide of the Ruolut1on 
extlnd1ng the .. exPi red taxu -- unle .. you do COIN 
up, ~ opinion 1s that our Oollllll1 ttee wUl not budge. 

RM.Jr: lt1 1 all right • 
• 

J!r, Doughten: AI far &I tax leg11lat1on 11 
concerned. 

HM.Jfi: The Preeident eaid he would write a 
letter.ow did )'OU put it -- 1get our duok1 lined 
up•. Nothing more I oan do. 

Mr. Co*l)er: To be quite frank, that's t he war 
I soe it ; 81~ough I will never be in that poeition, 
if I oocupi ed the ohair )'OU do that1 s what I would do. 

Hll . Jr: I have done all I oan. I lUI through. 
You are right, We are Juet baok where we .. re a 
month ago, but let .. rea1nd you, you and I went to 
eee the Pree1dent twioe in the eame week on Sooi al 
Security. 

Mr. C00per: Yee. 

IDLJrt And the t1r1t time we went onr he ,... 
f or ra.1a1ng the tax••· 

Mf• Cooper! Yea. 

HM.Jr: And everybodT around the room all agreed 
with him, And when we oame out Johnnie ea1d, 1Doee 
that mean 1t 1 e tha t wayt I eaid 1No, J ohnnie; I am 
goi ng to make one more trial. 1 f aeked 11m rarley to 
write eYer)' State Cha1rll&ll, beoauee I am eo e1ok and 
tired of hear.1ng I don't know pol1tiol and, by ~ 
tboee fellow• know politioe, and eYery lingle one of 
thea 1a1d enryth1ng I did 11 the but thing we baYI 
done th11 year; i1 the b11t thing th11 year •• f ar 
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aa the party ie concerned and it' a the only thing that 
haa bean done to help business. 

Kr· cqgper: I grant you that 1 a a real subatan­
tial help to uaineea. 

!Dl,Jr: All right , it' a the only thing! The 
President is the President ; I am only his hired man. 
B~t you open this thing up and you see what happene 
and t he Republicans -- Vandenberg, I saw him out the 
other night and he damned me up and down, with a smile · 
on hie :ace, tor taki ng away the beat show he had-­
Sooial Security. Now they have one lett , as tar aa 
t he Treasury ia concerned, and what we are trying to 
do is give them the beat show they have and they will 
Juat howl their heads ott that thia Administration 
would not do one t hing to help buaineas. • 

Kr• HAnes: "The Secretary of the Treasury said , 
they ehould do aomathing and they have done nothing," 
t hat ' s what they will say. 

!Dl.Jr: I am not going to stultify myself. I 
will keep my mouth shut. I will always be l oyal to 
my President as long as I hold t his chair , but he can't 
make me aay eomet hing I don't believe i n. That's dif ­
ferent. I am not going up there and make a tool out 
ot myself. 

Kr• Cooper: Again to be abaolutely frank, it' • 
~oubtleae my taul~ my i ncapaci ty to grasp it , but I 
have never been abie to see yet when you are faced with 
the ultimatum you have got to wind up with t he same 
amount ot revenue that you are receiving now, how you 
are going to give anything substantial or important to 
buaineee i n the way of tax r elief unless you open up 
all t heee locp-holea t hat we have been working here 
t or eix or aeven years to cloee. In other words, when 
you have to ha't'a eo much money , how are you going to get 
that money? 

HK,Jr: I know you have been ainoe~ on that. 

Mr• Hone•: That ' s the w~ ot killing any hope, 
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any ohanoe of doing anything oonatruotiTe tor the 
tax bill . You are not taking any ohanoea . You 
have taken $27,000 ,000,000 worth of ohanoea . 'l'bat'a 
what you have done with the people' • money. You 
have taken $2'7 ,ooo ,ooo

6
ooo worth of ohanoea and you 

are unwilli ng to take 250,000 ,000 ohance to raiee 
the velocity of buaineea in tbia oountry and put 
people baok to work and put them ott the relief rolla . 
You are unwi lling to take $250,000 ,000 .. ... 

Mr. Cooper: It you oome along and aay you want 
to raise 1250,000 ,000 lese reTsnus than you are now, 
we oan do that, but if 70U are going to wind up with 
t he same amount of reTenue that 70u are reoeivlng, I 
don't aee bow you are fOing to give aubstantial relief 
or aasistance. I don t aee how you can do it without 
olosing up loopholes. 

Kr. Hanea: 
I olaim if you oan 
bua1neaa • . .. . 

Mr. Cooper: 

I claim you won't lose $250 ,000,000. 
get private investment back into 

That ' a apeoulative. 

llr. Hanes: 
in seven years. 

We speculated $27,000,000 ,000 eo far 
We are juet $27,000,000,000 worse ott. 

HK.Jr: And don't you think the country does not 
know it! 

Mr •. C00per: That 11&1 be all true. Now, i f you 
want a tax program that on the taoe ot it and on the 
estiaates you give ua you lose $250 ,000 ,000 revenue and 
depend upon pick- up and iaproTement and stimulation of 
buaineu to 7ield mo.re 1n the plaoe of it, that 1 s one 
thing; but when you and the Preaident aay t o ua that 
you have got to work out a tax pr ogram whioh on the 
baaia of your estimate will yield the eame amount of 
revenue that is being yielded now, I am Juat unable to 
aee how you are going to provide any relief that will 
be of any consequence. 

Hll,Jr: All right. You are o0111ng down. One 
llinute it1e $2 ,000 ,000,000 new taxea; next lllnute, 
$250 ,000,000 lese. Suppoaing the Preaident ebould 
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change again and 18.7, Well, we will lUke theae ollangea 
and not try t o ll&lte them I.IP• 

l&r. Cooper: That' e a d14ferent thing. It be 
says we don' t need the same amount of reTenue baaed on 
your eetimate, and we can do plenty of tll1nga -- God 
knows I can give relief Just without limit if I don't 
have to raise the revenue. 

Mr. Hanea: We are eetimat1ng 1&,000,000,000 
on the bade of net taxable ino011e, wll1oh h a low 
bade. 'l'hat' e where we have been. It we made our 
estimates on the baaia of 17,000 ,000 ,000 of net tax­
able income, we could make a strong case for the tact that there would be no lose in revenue. 
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l!!r. Cooper: I grant you that, but I am assuming • 
all along, without any reflection at all, that your es­
timates are honest . 

Mr. Hanea: I have been back in the biatory of 
the Treasury tor the past 20 years of this country. 
The Treasury bas gone up there every time and every 
tl.llle t hey have had a suggested change in t h e tax law. 
Look at their lou of reTenue. We haven't a decent 
tax structure 1n th1a country. We have a hodge-podge 
because we have added and added until you have the 
busineaaman paying 40- odd taxes when he ought to be 
paying one or two. Those things oan be reotUI.ed. 

Mr. Cooper: Wi til ut1110et good epiri t, )'OU have 
not gone through the grind and the exPerience of writ-
i ng a tax bill. You oan 1 t ei t down and write a tax 
bill that will pan Oongreee, and I oan' t either. The 
final form of a tax bill ia the reeult of oompromiae. 
There are some thinga in the preaent law I never have 
stood for and never will. But it ' a a matter of oom­
pro!Uee when you han '35 meabere of the Houae. You 
can't have it Ulte an)' individual man wanta it. On 
the other point, when I waa elected a melllbera o f the 
Waya and Keane, ., f 1rat obJective - - I Juat strutted 
around with the definite purpoae in mind that I waa 
certainly going to Make a contribution toward s1mplif1-
oat1on of the reTenue lawa of tb11 country, and the 
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very first experience I had after I got on there showed me how much I wae mietaken. 

You have to tax bus1neee of the country as you 
find it. Busineee ie compl.icated. It'e intricate. 
You have al.l kinds of interlocking busineee intereete. 
You can't require reorganization of business for the 
purpose or l.evying a tax on it. You have got to tax 
business as you f ind it and with business complicated 
and intricate your tax l.a.e haYs to be ooaaplioated and 
intricate. Ho eecape. 
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)lr. Banet: I grant you all that, and it 18 cer­
tainly no orit1o1sm of Ways and Keane, and there are 
certain a1mpl1fications which oan be made. I go baok 
to aaying 1 50,000,000 Frenchmen can' t be wrong 1 , .and, by 
God~. 50,000,000 bueinesamen are all agreed on eight • points 1n the preaent tax bill. that could be rectified 
very simply and • 1thout opposition, I mean from the 
source that you would normall.y get opposition, and you 
know every tax bill has been a fight between the Treas­
ury and Ways and !.leans or between Ways and Keane and 
Senate Finance. Here we han got a proposition here, 
now, which will get unan.imoue support of the bueineu 
interests of the country. 

!lr. Cooper: If you han got a program that will get the unanimous eupport of buainese people the whole long 
way of raieing revenue for the Government -- when.ever they come along and propoee a tax program that.' s going to raiee the required amount of revenue for the Government, there'•· a 1 bug under the oh1t1 eomewhere , because nobody likee t o 
be taxed. It'e part of human nature1 we don't l.ike to be taxed. 

!lr. Doughton: Let me ask you this . You are 1n 
touoh with business interests . Now, would they be w1ll-
1ng 1f the Congreee ehould see 1ta way clear to do 1t, 
make euoh 1110d1f1oat1on as you haTe 1n mind, and on the eet1utee ude on present bua1neu we would loee t eoo,ooo,ooo or l~o.ooo,ooo, not antio1pat1ng what 
might happen, but on eat1matee made on present bus1nsea, 
then they agree ae to how they would make that up, and 
then ~ bue1ness expanded l.1ke you said and there wae 
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an inoreaae in tax -- n could ra.iae or reduce taxee -­
would they be willing to l.4y down a progru at the aaae 
time they laid down the progra11 of repeal or reduction 
of tax .. , 1&7 down a program that on the baah of pru­
ent bueineee that corporation& -- not aalea taxee, but 
corporation• - - would pay an equivalent amount of taxeat 

Kr. Kanu: I eay 1t :rou go baclt to Januar:r, I 
would aay :rea; M :rou come down to toda:y, I would aa:r 
no, beoauae they have a divergent point of view; eo 11&117 
atate11ente have been at abaolute variance with f aote. 
'!'here are the etate11ente that rou have to rai88 corpor­
~ taxea frOID m to ~; another w&a M~; another ae 

; another waa to put it on the big fellow and take 
it off the little fellow; and another •• take U off 
the big fellow and put it on the little •n· .+.u er­
roneoua data. llo poeaible aignificance in eo far aa 
the Treaaury program waa concerned. 

!!r. Cooper: On that point, the only figuree that 
have come to me from you people -- and they came to 11e 
from lhe President as being furniehed b)' you -- it pro­
vide• five point program and under that plan the tax 
burden of the larger oor poratione will be increased 1•~· 

!!r. Hanea: Jere, let DB tell :you eometb1ng • • •. 

Mr. Cooper: That'• your own program. 

!!;:ti;Hanu: llo, it ien't. Wait a nnute~ That'• 
what theuident aaked ua to bring b111. That wae not 
our prograa. Be aelted ua to bring figurea on that baah. 
You are right. Itwent up ae b1gh u 22. It started at 
l&f or 17 and went uf. to 22, but that waa not our original 
program. It called for tax in dollare regardleaa of 
percentage• exactly equivalent for each atep and there 
rire only two atepe in all the program and that ae cor­
poration• under t2s,ooo and over tso,ooo. He said, Go 
baclt and bring me an ut111ate on five atepa instead of 
two etepe and llllllte a graduated tax. Our original pro­
gram called for the levying of a tu: which wu exaotlr 
equivalent 1n dollara to the tax wbiob the II&Jl 1a now 
paying. llo reduction in tax. aeybod)' waa paying, but 
no inoreaae. And that wae aur original • • • • • 

!!;:. Cooper: You member the f1ret U.ae I talked 
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with you, I made the statement to you that aa I had 
been appointed Chairman or the tax eub-oommittee or 
the Ways and Ueane, I was ready and glad to cooperate 
and talk with you any time • 

. Mr. Banes: You did. 

Yr. Coo~er: Because I have not had any approach 
ainoe then. understand your explanation. 

Mr. Hanes: I just want to make thie clear. I 
have made no move since I have been in tha Treasury that 
I didn ' t tell this fellow (Secretary Korgenthau) about. 
He has told me not to do all7thing about it. 

HK,Jr: How could either John or I oome? hiday 
n1ght, at a quarter or e 1ght, before the dinner, I saw 
u&e President and I said, "Is it all right with you tor 
me to talk to Bob Doughton? 1 That was Friday night, 
and that 's the first time. And up to now my hands have 
been tied; John's, the same way. 

Ur. Hanes: I am glad that we have not violated, 
so tar as I know, any confidence. I have not said any­
thing to Pat Harrison or Mr. Doughten because I told the 
Secretary I wouldn't . 

Yr. Cooper: I understand t hat situation, but tbe 
point I am aaaking is this: I can't be charged with know­
ing about theee other plana that you had when I did not 
know. The only thing I have ie th18 statement here with 
a note !rom the President: 1Dear Jere: Excuse my not 
s igning it, but I want to get it up to you IIDnigbt. Here 
ie my letter to Pat, together with photostat or what baa 
been auggeeted. 1 On the back of it, it says large cor­
porations will be increased by 1~. 
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Mr. Hanes: I don•t ~ike to make any s tatements that 
I don't know are not accurate, but in my humble opinion 
it was worked out on that baaie because !or the very simple 
reason that it was asked !or. There ie nothing !air about 
it and we never proposed any such thing as that. I never 
would have sponsored it or gone up on the Hill to talk 
about it and our program wae ~ !air one and in our opinion 
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would raise more revenue. Not only that, it would cut 
people ott the relief rolla and take these people ott 
the relief rolla and it1 a coating us $30,000 ,000,000 to 
keep people idle. They would contribut e $2.00 apiece 
it they would work; instead ot that, they are on our 
necks. We are giving them a dole. 

Wr. Doughten: Don't you think you are a l ittle 
optimistic in believing any tax change we could make or 
any change in our present t ax laws would put them baclt 
t o workt 

Wr. IIanes: I d1dn1 t eay that. Oh, Lord! I say 
this , and t he Secretary was going t o say 1n h ie t ax state­
ment, we don't claim tor a minute t hat this one thing ie 
going to put a.nybody back to worlt. We say it 1 s a step 
in t he right direction. Our busi.neaa is in the Treasury 
and t h1e 1s t he only place we have anything to do about • 
it, eo we are not going to ta.lk about somebody else's 
business and it's our business to recommend to the Congress 
it we fi nd soma place in the tax law where it s hould be 
changed. It is our duty to go to the Congress and say 
so and let Congress take ita choice ot what it wishes 
to do. But I say thi s to you: it takea $7, 000. 00 pen man 
with machinery, tools, and equipment, to put one man to 
work i nt his country. $7,000. 00 ot invested capital. 
Between 1924 and 1929, the private buaineaa ot this 
country supplied $450,000 ,000 per month to the economy. 
That's a total ot over $5,000,000,000 a year. What have 
we done since l929T We han supplied lese than $50,000,000 
a month. The result ie a lag in 04r investment ot. over 
$3,500,000,000 a year and ot course we have unsettlement 
and we will have that until we come out and say we are 
going t o g1vo the fellow who takes a chance a reasonable 
opportunity to make some money, because venturesome cap­
ital loess tour times out or five. That ' s the history 
ot every capitalistic economy, ia that loasea tar outweigh 
the gains and we have to take cognizance ot that in our 
tax structure and we have not done it and, 1n my opinion , 
there is only one thing: there ia the beginning, there 
ie evidence, ot good faith. Aa Leon Henderson called 
it, •an earnest• on the part ot t his Administration that 
they mean to help put this economy back on ita teet and 
keep this type or system and, rranltly, I don't want to 
live under any other type. ot Government and I think we 

·will thl wa)' we are going. 
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l(r , PQ'•ghton: Ran :rou an:r other eugg81U011 of 
what etepe Consr-u a1ght talte1 

Mr. Han~el I han in • in4 u•eraJ., but I would 
not make th~eoause the7 are none of a:r buainese. 

Mr. l)oyghton: You a1ght 1 inein-uendo 1 • 

Mr. Hanee: We han a motto i n the Treaeur:r that 
we a1nd our own business and hope eyer,1bod7 elee doee. 

Mr~oo,erl I han an ind1Y1dual thought u to 
at leaet ~ think ia a greater deterrent to bueineu 
tha.o an:r tax .. now Ulpoeed, but I aa not •uaseeuns that 
beoauee it' a not down a:r alle:r . 

!Dl,Jr: It we were e1tting 

(Mr. Cooper asked that hie 
record, eo no notes were taken. 
leg11lation, and he elaborated on 
h1a viewa --ott the reoord. ) 

around t he fire • •• , 

remarke b e • ott the 
Hie point waa labor 
thie eubJeot, g1Y1ng 

Hll ,Jr: All I know 11, Speaker Bankhead -- I aaw 
h1111 and did not aalt h1• -- he eaid 1 Put JOUr 1110ne:r on 
it; Congr .. a will be here all Jul:r. 1 

Mri Doughton: We will not get awa:r betore Auguet, 
but I wou d be wU!ing to eta:r here until Chriet-.a if 
we could ••..• 

!Dl ,J~: ~e Preaident ea1d :rou oould put through 
the Houee t e »eutralit:r Bi1l i n two da:r•· 

~· CQoper: Ot oouree , it'a Juet the tJPe of rule 
we adop • 

here. 
ID& ,Jr: I appreciate treHndouel:r :rour ooll1ng down 

Mr. Poughton: What 1e our next etep in :rour opinion, 
ott t he reoord and oontidential. 

;:;:;r: I would aa:r the Preddent aekl,'d :rou to talk 
to Pat eon and :rour own Pemooratio Coaaittee. 

£0 
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Kr· Doughton: Yes , but I don't quite understand. 
The Preeident is not r eady to go along on your program. 
What ehall I talk to Pat Harr 1eon aboutt Suppose I go 
up there and aell it to Pat. You tellowe oome up and 
sa;y you are not ready to recommend. I oould not ~ 
any progra.11 betore him unleu I knew he wa1 in aooord. 

HW,Jr: Ask Pat it he will go along on what the 
President suggested this morning. 

that? 
llr. Daughton: Would you like to have a report on 

Jil' . Jr: I oerta1nl.J would. 

llr. Doughton: 'fe will sound Pat out on that. 

HK.Jr: At least you oan say •we don ' t agree wi th 
Morgentll&u, but at least we know what he thinks. 1 

llr. Cooper: I am trequently misunderstood beoauee 
I am Juetf by nature and disposition, positive and t r ank. 
Only way know. 

Mr. Daughton: As tar aa praotioal results are oon­
oerned, i~ 1 s no sense sitting down here and talking. It 
you all get together up here betore we start, it you will 
pardon our weak suggestion. 

tni 1Jr: .ltter you have aeen Pat , will you gin us 
a ohanoe to talk with you? 

lolr. ~ghton: I will be glad to, Just as expedi­tiously aa ~an. 

oOo-oOo 
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TREASURY DEPARTMENT 

DAft Jlay 9 o 1939 

To Secretary Morgenttau 

,..o.. llr. White 

Subjeot: Gold laporte in the United Statu 

l. How much gold baa cou to the United Statu 
e1nce t he European a1tuat1on bac.-e aoutet 

2. Where did it coae froat 

3· 1lhe t countries have loat and 'll'ha t oountriee 
have gained gold during tha t periodt 

II.. Why hae eo 11111o.h gold co~~e beret 

5. Row much mo:r;e gold are we going to gett 

6. I a ti:B gold intlow doing ua any harmt 

1. What can we do about itt 

l. How much fild baa come to the United States aince the 
European altua on beca.e acute¥ 

Si nce Jill>' 193!, when the European political situati on 
became acute, the aonetary gold ato~k of the United Statee 
1ncrea eed by 12. 82! llllllon. Of thie UIOunt only about 
tl50 ll1llion of gold wae purchased fro• do .. atic producers. 
The r eaainder, $2,67! m1111on, waa 1~orted gold. 

During Septnber md Ootober, the period of the 
C~echoslovakian cria1e, t96o million of gold wae imported 
tor ule to the Treaaurf and during the crhie period ot 
March and APril, about f l,OOO million ot gold wae i~orted. 
Net 1mpor ta ot gold into the United Statea einoe July 1938 
(the Department ot Commerce etatietica of import• adjusted 
f or net ohangee in earmarked gold) were ae tollowe: 

S2 
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Net lapol"h of gold, a4Juetect fol" eai'IIAI'klJII, b7 aon\he 

(In allllone of do1lare) 

19311 - Julr • 1~~ .lu@loll\ 
Bepteabel" 

~= Oo\obel" 
IIO't'e libel" 170 
Deoeabel" 171! 

1939- Januai"J 170 
rebi"U&rJ 17i 
llarch J7 
.&pl"ll ( \hi"U 26\h) ~ 

Tota.l t oll" 10 aootha $2, 71t7 

E3 

In add1tlon, dlll"1ng th1e ten aooth period J421! alll1on 
ot gold was added to tl:at held Wider earark tor \he account 
of fol"81 gn go•ern•nt s or fOI"' lgD central banks. The bulk 
ot tile 1noreaee wae tor \he account of SW1 t&erland, !lethe r­
lands, Sweden and France. 

2. Where dld t he imports of gold ooae from? 

The net gold laporte during th1a 10 month period b7 
oountl"y of export 1e g1•en 1n the table below. These eta­
tlat1os are not adjusted for gold eent here to be placed 
under earllllll"k because no etat1et1oe are a•allable g1 Y1ng 
the oounti"J of export of those particular 8h1pMote 11bJ.oh 
are placed under earaark. · 

Net gold !!porte into the United States, bJ ccuntr1 
of export 

(.U reported bJ the bepartaent of Coamerce) 

Countrr of •!Port 

United Jt1ngdoa 
Netherland• 
Japan 
Belg1ua 
canada 

rranoe 
1Wx1oo 
All o\hel" 

(In a1111ooe ot dollal"e) 

11.959 
297 
17J 
121! 
102 
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It w1ll be noted that theee etat1et1oe ehow an 1Jiport 
troa the United 1:1ng4oa of about 12,000 allllon of· gold. .l 
port ot tb1a ..ount, he. eYer, ooneie ted of gold releaeed 
tro• prl nte hoard• in England, a part ooneieted of gold 
tranehlpped fro• other oountrlee, an! perhapa aoae of the 
gold wu releued frora e&l'lllal'lt in London. The total of the ee 
i tame III&Y be poeaibly $60o aillion. The balance of the gold 
came from the atock ot the Br1tieh Equalization Fund but a 
part, perbap e IJOO a1ll1on, doa • not repreeent a net loae ot 
the Fund becauee the Brltlah author1 tl.ee began, 1n Nondler 
l9JS, to earmark gold 1n the Doa1niona. The bullt of gold eo 
earmarked oo111es fro• newlJ-lDined gold of South Africa. 

'l'be net lou of gold by tbe Br1 ti ah Equallzatlon Fund 
waa tbua probably about $1,100 raillion fro• Jul7 19JS to 
the present . 

J. Whloh countries gained and lost gold 1n the period Julr 
193! t o lpr11 !939f 

(a) The prl ncipal countries 'tdlich increased their 
visible monetary atocka ot gold were: 

United State• 
France 
All others 

Total 

(In millions of dollars) 

$2,800 
500 
200 

(b) The principal countr1ee loalng gold from their 
Yialble monetary stocke were: 

United Kingt'l.oa 
Japan 
Netherlande 
Sw1turland 
Argentina 
All othe re 

Total 

( In ailllone of dollara) 

$1,100 
100 
100 

50 

_jQ 
ll.~JO 
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SecreUI'J llors-nthau - 4 

(c) Additional gold c .. e t ro:a the tollonng eourcee: 

(In ailliona ot dollare) 

NewlJ-mined gold 
Releases trom priYate boarde 

and secret holdings ot 
govern menta 

Total 

• 900 

4. lfhy has so 1111.1ch gold COlle t o the United Sta t eat 

More tha.'\ halt the gold intlow reflects capital t lowe 
t o th e United States, and only one-titth equals our taYor­
able trade balance (including our sil•er purchases). 

The items in our balance ot payments which -7 reason­
ably account t or the gold inflow ot $2.6 billions since 
Jul 7 193! are as follows: 

Net inflow ot capital (recorded) $1,11<>0 million 
Excess ot exports over iapcrtt 

( incl uding sHYer) 550 • 
For~1gn purchases ot American 

• paper currency 150 
All ot her - including • r <J s idual1 -.-22£ • 

Total $2, 6oo • 
Ot the $1.4 billion recorded net capital inflow leea 

than 5 percent, or $62 a1llion, represents net eecur1t7 
tra nsactions. J'oreignere haYe purchalld during that period 
$48 m1ll1one in AMr1ean aecur1tiet and .l:Der1cane ba•e re­
duced their holdinge ot f oreign 88ouritiea b7 $14 a1ll1cn. 

Tbe buU:. ot the capi tal inflow, or about $1, 100 a11Uon, 
has taken t he tora ot increas ed bank balances held b7 tor­
signers. Central banlta have 1ncreaeed their holdings b7 
8!7 aillion and priYate banks and ind1Yiduale by $1,021 ail­
lion. 

The chief reaeon tor the flow ot capital to the United 
Statu h.e.e been the tear ot wa r abroad tr1 th i te conceal tant 
like l ihood ot depreciation, etrict eacbange controle, and 
poui ble intla t1on or oont1aoat1on. Ot the capital tlow to 
the United St ates duri~ the paet nine .onthe about 1!0 per­
cent repreeente an lntlow ot ehort-te~ balances. 

65 

Regraded Unclassified



seoretar7 Morgentbau - 5 

!he pur~ •• ot .._r1oan ourreno7 arh .. pr1no1pal17 trora tbe eaae oaun plua tbe dee1re to baft 1\alllle 111 Ule tora thet oan be eal117 b.Uden to 1Ya4e aequeetre.Uon or oont ieoaUon . 

Our large taYorable balance ot trade wblob appeared 1n 1938 1e due to a oollbinaUon ot taotore, naael7, the araa­.ent race abroad allll the relat1 •e17 hlgll leYel ot reOOYII7 ln raoet principal tcre1gn oountrlee urn to keep our ••­ports troa tall1ng, while the reoeee1on in the United State& out be aY1ly into our iiiiPOrtl. 

5. How 111.10h 110re gOld are we sol?« to gett 
It i s certain that gold Will continue to !low to the United statee in large emounte. We eetl•te that 1ntlow during the next t welve a onthe at t roa t2 to tJ 'bllli oo , ae t ollowe: 

{a) Paper currency purahaeee by t orei goere &&7 be an i!lpOrtant taotor in our taYora'ble balance o t P&J­aente tb11 7ea r . So tar thle year there hae been an export ot Unite d Statee currency ot $70 ailllone allll tbe 110naent eeeae t o be gaining 110•entua. In addi­tion currency ie purchased and ltept in United Statee vaul te 1natead ot 'bel ng exported. 

{b) Our balance ot P&J•nte on current account Will continue to yield a eubetantlal sum due the United Statea. We eetlaate that eua t o be about tl billion. 
Our exceee ot •rchandlse exports OYer 1-porte •111 om Unufi thougll pro'ba'bl7 i n aaounte erall er than t he ~eY10UI 7ear. Laet year our favorable trade balance aaounted to $1.1 bil­lion. However , current trende indl.oate a lower ta•ora'ble balance tor the oolllnE; J'e l r deepite the lncreaeed ar-.mont proaraa a'brolld. Durin& the tlret quarter ot l9J9 the export ••c••• was onl7 tl75 111ll1on a• co~red With $320 all­lion in the tiret quarter Ot 19)8. (A eurYeJ ot our trade pro~cte t o r next r•ar 11 oon­talned 1n a Hp&rate -orandua. 

C6 
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OW' touria1o ozpoD41tu-.. abroad Will 4eol1Do 
ud torelp toU'iot ozpen41t'RJ'oo ill 'h1• oOUIItr)" 
will inoraaeo owiq to iDoroaao4 4angar of war 
abroad and tho oxiatanoo of two 1aportut world 
taira 111 tho Ullihd ltat ... 

our purohaaoa of toraip ailTor will be ra­
cb&ood 111 tho 0011111g )"ear. Ia 1938 we had; a nat 
outpa,...nt on aooount ot a11Tor purohaaaa ot 
$225 aill1on. YUh tb.o 'b1allr. ot tha Ch11lo .. ailTer 
alraad,- 41apoood ot, our laporte of ailYor will 
be no aoro thu balt ot the UOIIIlt 1aportad lad 
roar. So tar th1a )"ear ov 1aporh of .U.Tar 
were t2• alll1oD ao oa.parod with t6o allliOII 
lad )"Oar. 

fl1aro are aoToral ainor taotora 11h1oh will 
tend to roduco ov taTorablo balance of p.,..oata. 
One auoh taotor 18 tb.o raduoo4 aaOIIIlt of intoroat 
and d1T1daad roooipta troa abroad ralatiTo to 
pa,..enta abroad. With 1aproTod buain••• oond1tiona 
1n tha United Statoa our pa,..aate ot interest and 
diT1donda to toreipora will inorea .. , .. peoiallr 
einoo foreign hol41Dga of Aaarioan 1aouritiee 
haTO ab.own no aip1tioant ohanca in the paat )"ear 
and probablT will not daoreaao in the futuro. 
our reoeip ta troa abroad will daolino, prinoipallT 
booauae Aaerioana are oont1nuing 'o d1epoeo of 
their foreign aoour1tiea. 

In tho paat )"oar we sa1nad larsa aaounta ot 
sold d1roc'lT or 1nd1roo'l1 troa oountrioe oe 
ourroqt aoooant 'llb1o)l will aot oonti.auo 111to 
non fo&r. Japan aold $150 alll1oD ot pld laat 
1ear, wh1oh aho will aot be able to repeat th1a 
rear beoauae her SOld hol41Dgl are DOW below 
1200 alll1on. .lJ'SanUna loot probablf $125 ail­
lion laet roar whloh will no~ be repeated tb1a 
rear a111oo aha ia a~oooaatullr oontroll1DC laporte 
to proTont ao larca a loaa. 

( o) fho 1ntlow ot oapUal w111 probablT oont1aua 1n 
larca aaounte until toro1gn goTornaante ettaot1TolT 
raatr1o' and oontrol the aoTo .. Dt of oapital. We 
.. t1aata th1a Hea at a aax1aua ot $2 billion. 
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seoreU.ry Jlorpnt;hau - 7 

!be queaUon of how ~ capital w1ll tlow to 
the United Stat .. ia really a qu .. uon of how 
auoh ~ld the oap1tt4, e:xportlng nationa W1ll perait 
to flow out before they eat up barr1era to pre•ent 
the outflow of prtvate tllnda. England baa alrea47 
placed r .. tr1o t1one on the outflow of Br1 t1 eh oap-
1tal and if aa auoh ae a half billion 110n1 of oap11al 
leane England lt 1e likely that she wlll place re­
atr1ot1ona on the outflow of foreign capital ae well. 
Tbjl Netherlands and 8w1t urland now together ha•e gold 
holdings of abou t $li b1ll1on. It h unlikely the t 
they wl.ll permit aore than a halt 'billion of thh ~ld 
to 'be loat before they t oo pl.aa reatr1o tiona on the 
ou ttlow. France ble 'been iJIP()rting capital in the 
paet nine aonthe 'but if tb ie trend re•ereed itself 
it 1e '1'1!11'7 likely that lbe would aoon reetr1ct out­
flo••· 

It 1e unlikely that all the othe r oountriee in 
the world wl.ll send to the Unite d statee aore than 
t}OO million of capital. 

£8 

Therefore, in apite of the fact bt the d1eturbed 
international political aitue.tion ia not likely to 
euba1de in the foreseeable tuture, •• do not expect 
cap ital inflows chlring the next twel•e aontha to uount 
t o 111ore than 82 'billion ae a axiau• and pro'ba'b1;r le .. 
than th1a figure. It 11! our oonolu d on that the in­
tlow of capital wl.ll .m1de froa the bea"'7 mO'I'e 11ent 
now talting place, and that if the danger of war con­
tinues to haunt Europe the free international mo•e•ent 
of cap ital w1ll eoon be a luxury of tbe paet 

6. 'tlhst hare ie t he inflow of gold doillgt 

The inflow of gold doea ue no direct eocmoaic bare: 

(a) It doe a not add to our pu'bl1o debt. 

(b) Though it doe a add to our exoaea reaer•ea, the ee 
reser•e s do not r eaaooa'bly pre sent a pro'ble• of ser­
ious concern since there ie no foreaeea'ble danger of 
inflation arieing 111111rely fi'OID the ex11tenoe of large 
exoeae reaerne. In fact, in eo far aa gold intlowa 
han any effect at all, they help poaal,'bly to aoaa 
allght extent to atl .ulat e the extend on of 'banlr. ored1 t 
at the present t11H and t heref ore are aalutory. 
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!hough the7 4o ao ban aacl ur e·na clo eoae al1gbt 
good to the Ua1ted 8tatea, the7 are 1a41reotl7 ~ 
1n t~at the7 accentuate the aonetarr 41tt1oult1ea 1a 
oountr1ea that are loa1ng golcl -- ancl tbaa oontr1but1al 
to 1nternat1onal aonetarr unoerta1ntr -- 1n that the 
large gold laporte g1Ye r1ae to or1t1o1aaa -- no utter 
bow 111-tounclecl -- ot our gold pol1or. 

'l'beretora, 1t woulcl be clea1rable 1t the 1n.tlowa ot 
gold to the Ua1ted State• oould be re4aoed or oheoked 
1t 1t could be aocoapl1abed w1tbout 1ntrodao1ng anr aab­
atantl&l ruli ot eoonoa1o lou. 

7. lhat oan we do about 1tt 

We aaat recocn1ze that there 1a Yerr little .. oan 
do to reclaoe gold laporte -- axoept pr011ote reooYerr here. 

(a) We oan eaa117 atop the 1ntlow ot gold or reclaoe 
1ta 1ntlow b7 draat1oall7 oatt1ng the pr1ce .. pa7 
tor gold, bat the acl•erae ettect ot auch an aot1on 
would be tar worn than the benet1h we would hope 
to ga1n, It would be worae both tor ua and tor t~ 
reat ot the world, 

(b) We can reduce gold 1ntlowa b7 ebarpl7 reduo1ng 
our 1aport dut1ea lln1l&terallr. Saoh a oourae 1a 1a­
poaa1ble pol1t1oall7 and llnder preaent bae1neee oon­
d1t1ona 1n the United State• qu1te undea1rable on 
eoonoa1o grounde. 

(o) Kakl.ng large loane abroad will not 1n aar _, 
help aol•e the probl .. 1naaauob aa the bulk ot 
each loana, whether aacle b7 the OoYernaent or ita 
ageno1ea, or b7 pr1Yate 1n41•1duala, will be epent 
hue and tbereb7 reduce the gold 1atlowa to Olll7 a 
aaall extent. !hue, tor exaaple, a t25 a1111on 
loan to Ch1na 1noreaa .. our export• ot goode, not 
go1d. 81allarlr, a loan to Bras11 would 11kew1ae 
1noreaae our export• ot goode, not gold, 

we could aake loan• tor aonetar7 purpoaea 
wb1ob would 1nYol•e export& ot gold, bat aaoh 
amount• are 1neY1tabl7 aaall -- poae1bl7 t50 to 
t200 aUl1on at aoat. 

• 
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seoretarJ Kors-nt hau - 9 

(d) We oould plaoe obetaclu 1n the path ct capi tal 
1aporte and ann dr1'!e ao• ot the t ore1gn capital 
out ot the countrJ. But 1t ahould be recognized that 
the capital JaOve•nt • are d1aadvantapoue to the coun­
tr1e a which lc .. oap1 tal and gold, an4 the ee oountr1e a 
are 1n the better poe1Uon , both teohn1call7 aDd troa 
the point ot new ot national pol1c7, to 1apoee penal­
ties and oontroll on the outtlow ot oapltal than we 
a re on the int low. 

10 

From our point ot view, 1t may be posaible to dis­
courage intlowe (and at the same time incrsase govern­
ment revenues) b;y plao1ng apeoial taxes on to rei gn 
capital. Thie subject waa investigated two ;yeare ago 
and the oonoluaion reached at that t1• waa that euch 
procedure in new ot the to~al situation wae not wiea. 
We have reoentl7 recanvaseed the aubject (an extensive 
report on it ie altaOat read)') and we have oonoluded 
t tB t it is feasible t o discourage capital intlowe but 
that the meaauraa that would have to be employed should 
be resorted to onl7 i t drastio action is warranted. 

However, it may be worthwhile t o revive the pro­
posal to iiiiPOBe 100 percent reserve r equirements against 
f oreign depooita. Although this measure would not be 
very effective in discouraging 1ntlowa ot cap i tal , it 
would be ot eome ettect and would probably have a ben­
etioial ettect on public opinion. 

The conclusion may well be reached that the gold intlow 
to t he United States is a retleotion ot disturbed world 
e conomic pDd pol1tioal conditione, and we will continue to 
bold tbe bulk ot tbe world's gold until world oonditiona 
a gain beoome relatively stable - it ever. 

The beet way to reduce the tlow ot gold to the United 
States 1e to have a higl:ler level ot buaineu act1nt:r here. 
Our iaaporte would then inoreaae more rapidly than our exports, 
thereby benefiting t he reat ot the world without hurting our 
own lll&nutacturere who produce tor doaeatic ~~arkets. !hue it 
additlotal reaaone are needed tor increa eed busineea recoverJ, 
t h1a is one. Or to put it in another wa:r, aolut1on ot our 
do:~~estic bueineu probleae will help solve the gold problea 
and the solution ot the world'• economic an4 politice l 
t roubles will solve the gold problea, 
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TREASURY DEPARTMENT 

INTER OFI'lCK COMMUNICATION 

DATa 11111 9t 1939 

r~tow s. B. Joler. rr. 

Ia u ott-tloe-reoo%'4 oalteMDN I obkiae4 ~ 
1'1a.eu-~er IUI4 l)oncl•• to4q tbai.r n- • ne ~ ot 
1;!111 1atro4MUOil ot lecieleU-. 1;o penit W1re tQp1JI& ~ ...tGt I t 
otnowe ,._ tllll 1-... ot a eertU1Mta ot prWalole - 117 • 
tbe ».a ot tllll ~t c ._..,. U.Up4 wltll. tile eatOl" t 
ot tllll nat.n• tlllloiP' w " nolaMct. IIMil hnt-~ _. 
lecieleUoo -u k -ue. 

llr. lVtt .. ~ ea14 tllat 1t wu ~ nat 
a llaatre4 pU~ - Aoal4 M at ~ J.t- Uat tile Got• t 
t boul4 4o u ~lot an. -.... ..,_ AU tin ;rauw• ~ u 
a proe-tor, 1111 ota14 1;lle1; 1111 tllniP~ elld lesle1•U• ... - ue 
IN1T• n raprueh a ebort m, nt w teele tlat tllll ft14eM 1a 
nMr}7 &"f'U7 - au k ollta.1ul t~ tile tllpl.,._t ot JW'OJG' 
MtboU, 

llr. Jlaet1oe D=cl .. etat .. tllat lie 11114....., penittet 
wire taJP1a& at tile a..nu .. ..a Jaa"•• o ••t• ..a tlat, 1a 
llie oplaic, tbe •not wu -•••••17'• • ..ut, 1a - - 1h 
IIGIIIIJIIP]..,_t .... 1;1111 wft: ot the eafC4 i' t otti- - tutlnlt, 
nt wltll J*1;1e .. IUI4 the DU1at1ca ot crUac II!IStU4e lie t..t tlat 
tllllf -u al"A7' ull1an tba1r pel. & t~ tllet sm•e raaort 
ot ..ro..-t wltllMR 1;lle ~' ~ W1re tQp1ac- a po4 • zl• tM~ tt: .. .,. , Y7• ~ 

a-. ~"" ~-:!'=...., 11r. hfttN ..._.. 
lal4 ,_._,iall7 tile - n- 11e 5 nut. • ota1t ...., 11r. 
1Vt1 .. Jlea4 ~ otlleniM. -. - opla1ca 1e tllet llr. 7utt .. 
IIH4'• oplaica ,..,, \l;r rotleft& 1;11e n- ot 7. :.Apr BDonr. -
,_. ie nat 7utt- .._.., ...,... ..a lllMII: ..u - 1a 11r. 
lVtt .. ~·· n-. 

r.,..,~~ 
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72 
TREASURY DEPARTMENT 

_ .... ~ ··lilt. 

"AOM w. a. Jobaeoa. 

llr, llal.larla1, c-rc1al COOIIl .. ler of \be IV.U... :ao-.q, 
caUe4 >q><>a • toUr for 1afozwaUoa oUII nopeo\ \o coaa\o%T&I.l­
lac 4v.Uao oa Ih.liaa coo4•· 

Ia akW tll&t S.Cngq 111111 MI. aoUf1a& \be Itallaa 
.u-....tor .. S&~,.,. a, of til& u-u .. at- fNuouT 
t o ~ .. \be -k%T&I.Uac 4a\l.eol -t llr. BUl Nf.......t tile 
.t..'ba .. a4or \o \!Ia ~ far uhlW 1afazwaUoa: - _, -
.U'baaeador wae prellioa& \11&\ 111• 0.....-t .-14 -. 65 d.qo 
Mf'ON !I'OUIU'7 aoUoa, tile -'-eeador oUlo4 hh 0....,....\ 
.. llud.air· 

I P'f• llt>llar1a1 a ntanaoa to tho Ih.liaa 4acNO t. pro­
Y141-. tor ozpor\ ouba141u Oil ellk &004• aa4 a -....a- ...,._._ 
1-. \he 1a.tozwaU01l n pya \be 1\o\o I)apN't•at CODC01'Dlac \he 
nlloldlu • oool, oo\\oa, All4 loa\hor &004•· I aloe otaW that 
I lmoo ao\111-. of' 01q .,..._, to 4otor aoUoa tor 411 dqo -..._..w \bat \!lie \a coa.t1!"M4 thr....,. tho Dapar-at ot S\o\o, 

hllor1a1 ... w -t ho ..... •thor1aa4 to u-.. -
nbo141u or \o 4o .. ,. .a.. obhla latozwaUoa ooaoorolac U.... 
lo ua upNM tho hope, h-or, til&\ -. wbolo •ttar ~ 'ba 
loop\ troa t11a pnoo tor pol1Uoal ..-.. I axplai.,... - -•••Ur 
tor pllbl1ohiac a aou.-. 

• 
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TREASURY DEPARTMENT 73 

INTER OFI'ICI!: COWWUNICATION 

TO 

~ROM I, B. PoleJ, lr. 

for tour !Rto•\i• 

!Ws 'ptpbtrc 

11a !Iorrie iato~ • 1D a t.Upbou OOIIftl'MtiClll tbb at't.rMClll 
tllat til& lttorne1 O.Deral, puniiiDt to a r.q~Mat b)' .&moen'berl'• la..,.r., 
bal4 a abort cODter.noe witb tJ>. 011 lloDdq 1a the Attol'U7 Geaera1 1a 
office. Aanenbel'l'• oouuel ftre tbeo iato..-4 that tba oue would be 
aellt to the llllit..s St.tee Attom<V 1a Cbioqo tor tl&rtber ianatigaU .. 
b)' a Grall4 1UZ'T ADd poeaible iadictMDt. A let.t.r to tbia ettect bu baeD 
prepared ADd will abortlT be aent to the IIIli We! St. tea Atto!'!l'V 1a Cbioqo, 

11a !Iorrie et.ted that a d•ai&DAU""' ot 8u c.- u Special Aaliat.ant 
to tbe IIIli ted Statee Attorne;r will be prepared, a a well aa &Dotbar delipa.­
tion ia tllat reapect tor our Cbica&o ..a, ltl.l•T Caapbell, Crout.r ot lia 
llorria1 ottice, AuaUn s.ll, a -ber ot Bill Oupbell'a office, toptbar 
witb Sea naua ADd Bile;r Cupbell, will ooutitllt. tba atatt d1rect..s b)' 
Bill Cupbell. fbe appointaent ot apecial 001.11111el will be l att 1a abe)"&lloe 
ror tba praeent. 

fbe uU-trut d1'fioiClll will ba ... an obaernr pres&llt wbo will be 
peraitted to uk quaaUou ill eo tar u bia eDaiaaU""' doea not iatertere witb 
tba tu - · In tbe ennt tbat a tu iadiot.Mnt 1a obta1ned, boot DO aatl­
trlllt iadictaent, tba anU-trlllt di'fi&1Clll will ~rat. witb the tu d1'fi­
eloa; ADd 11,ce nna. 

11a !Iorrie &leo qreed that tllrtbar dea1&D&t1Cllll tor s.. nau• 
a ppearaace before d1tterent Grall4 lnriaa ill other d1atr1o111are to be ...sa 
Oil Bill Caapball'a rerUOD u neoeaait)" 'M;f ariMo 

r.JI.-1 . 

• 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER OFP1CE COMMUNICATION 

OATC 

For TOK iatpJMU• 

llr. ara'!'•• and llr. D.&1111 appeared at 2 p.a. tbio &ttaftOOD ill the 
otti<M ot Coacl'e•_,. J. Pamall n..-. ill reapoua to tbo Coacre•..,.' 1 
requeat ill retare~~ce to tbo Sokol ..... .... na ... ... illtroclucecl b7 .... 
a ...... u beill&: troa tbo lleDenol Co~a~el' a ottica WbelWQPOil tbo Coacre•­
atated be woulcl aot per.tt llr. D.&118 to be preaant dlll'iAC tbo eua<uUcaJ 
the eon,riu_, &lao said that tbia aaa an aucuUn .... toe and that be 
woulcl allow cel7 tbe wituaa. lheD J. atated to l.r, araYaa that a reccml 
woulcl be taken, • bich woulcl be a....U.bla, l.r. Grena entered tbo rooe u­
and l.r. D.aue reaa1M4 behilld 11aUl attar tJ. •••'•Uoe. 

14 

l.r. a ...... baa reported that tbe eDaili&U"" ooaoemecl 1 teelt &J..oet 
enU~ with the Sokol olaia &Dd be;road that related cel7 to wb;r eo lare• a 
elab had baeD coaproaiaed tor eo relaUftl.T aMll a tipre, lr. ar&Tal ax­
plaiDed oc tba latter poillt that the Depertaent ot JueUoe bed participated in 
the banAllnc and aettl-nt of the caaae and that .. ttl-nt waa larpq tbo 
reault ot atateMDta b;r lr. 'lhitaker, repreaantiAE tbo Depertlunt ot JuUoe, 
tbat there were lepl nakneaaea 1D. the proot, the J'lll'iad.l.cUOOl, &Dd tba 
poaai hla collecU011 ot &JJ:f Jaclpe~~t. 11th rep:nl to tbo Sokol cla1a tbo 
Coocreaaaan wuted to mow~ tbe cla1a bed been denied in epite ot a....,.._ 
aand&UOD to tbo OOIIUarT b7 Cuatou ottic:tala. .... a ...... axpl e! .. d that 
tbeaa Cuatou ottia:tala did DOt ban kDowledp ot tbo t&eteJ tbot the oua 
wu DOt a Claatou ca .. , bolt aaa J.nclled aeperataq ...Sar ltr. Grana1 and that 
cel7 be aaa tW.l7 oopbant ot the taota . • axplabed that. wtJ1le reo 11Cla-
t10118 bed been Mde b;r C...to. ottio:tala , tba7 bed all so- thronp hb. 
llr. a ....... baa aleo reported that tbo Coo~Ere••aan referred to allaced ....,,. 
tbat. tba Depert~unt -. w! lHnc to a&D aoee J111MDt to Sokol. !bia l.r. amna 
pi'OilptlJ denied ae beiJI&: withoiR t......S.Uon. llr, Grana &lao said that tba 
CocJraaeaan _,ted to mow~ J. aaa DOt beiJI&: linD tbe t1laa and .-n be 
d.......Sed an anawer tor tbo record, lr. GraY .. atatad tbet_be wu not coapetant 
to &in an opi.nion "" tbet aul>Jaot. lo refarenoa wu .ada to tJ. State 
Departooant upact ot tbo oua. 

Prae..a~ lr. Gra ... a will report b tull to :rou. lD tba .... u.., I 
aball attaapt to obt&ia a · tl&ll \rana'arllpt at ,the , re~rd ot the baariq. 

... 
' ~·~ . fp. ff .. 

• 
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' TREASURY DEPARTMENT 
75 

..,... ....C. ~I A TPCiftOII 

.... 
TO 

rooM I. B. Pole7, II". 

Pgr DK tptpw»e 

Lan7 •~r.t NpOJ"te tM\ ..... ._...,. .......... o-1\\ee 

\hie att.e- ·-·'•llelJ' wW \o repor\ 001\ t.M lel1ela\ica -uc 

_, ot lllallda Wld.ola \be ~ ~ "-· •• .... ...uu..c ..... 
' 

'be ..u.cl • ... tM llouee Oil..,••- U. .....t wet, 

Lan7 lle~rd wUl -tao\ S..\ol" lluTl- 1•r''•tel7 u4 ........,. 

tor OOII.Iide.r&\1,. at \be leclela\i.oa liT \boo e-ta n.- c-s.u ... 

• 

Regraded Unclassified



........ .,. ........ 
1. I, Fol.,-, lr. 

,. mvia(e•"n 

LAn7 Ieman! reporla t.boot the llo- k,a ud ..... c:c-1"-e 

t hl• atu- --~-~ -t.d to Nport olrt. t1ot lecialaU .. -uc 
tboo puUUoa 1a \boo B..- l.1ber1i7 ao.d .lot, u • ·odod, lla1U..C t.boo 

-t. ot 'boold• whl.ell t1ot rr-...,. M:f ia••• •• are uebU..C t.boo 

c:o-1 tt.M 1a t.lle drett.iq ot 1 u report. Tile bl.ll •bould be t'Md7 to 

be ..Ued .... t.boo ........ l...tar - u- ...... week. 

L&r.,. leftiArd 111U -teet llaator llarrh._ l....U.atel7 ad arn.ap 

tor ooaai.S.re\1 .. ot t.ll8 leciola\1._ 'b7 the ..... te rtaa- c:c-it.t.ee. 

(llltkle~J .... ' · · -.: 

111Ft• !Jpecl S/ 9/)9 

Regraded Unclassified
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Ka7 9 , 1939 

ln Father Cougnlin1 e publication, •sooial Justice, 
(copy attached) tnere appeared a quotation ot Oongreeeman 
Taylor's remarks on tne floor ot the Houee on April 18~ , 
to tne efteot that Secretary Korgenthau'e father wae a 
maJor partner in the tirm ot Iuhn, Loeb & Co. &t~ther .. • n 
queet ot the Secretary, Kr. Kanee contacted Oongree.-an 
Warren who proa1eed to call Kr. Taylor'• attention to t he 
erroneous atatement. , 

Kr. Taylor's retraction wae printed in the Con~ 
greaaional Directory ot Mar 9. 

Regraded Unclassified
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SOCIAl. JUS'J'ICE - II&¥ 8, 1939. 

R INQUIRY 
GROWS IN WASIDNGTON 

1V ASRlNCTON, D. C. Memben of the Houle of~ 
tiveo w.!!!.,.!tartled when the Hon. I . •H Ta lor, 
from Tenn-. dlvut$ louStllJrorm&~n : ·r:mtolth:t 
the venerable lathe.- present ~taif!~·ia a 

pittiiif 1n tne g firm uhn. b y )." 

From Henry Morgenthau, Jr. to Henry MOflenthau, St. Ia • 
amall atep. 

t:.! 

Regraded Unclassified



Quotinc froiD Seaa1a1- Carter OJ-. Mr. Taylcw , • .,;.....,. the 
Hou.e that "we ba.en't drhen out *'Y ~ c'w 1 11 - lww · 
only chanp1 banbnt• 

Tblo c- ' •I d>arp -"*" 
tbo 10-"' -...,, w-t ID tbo 
mlndo ol mllllaaa ol AmericaaL Ill 
the - ol Nt. Taylor: "lnotaad ol 
the H.,_ ol Norpn - bave 
ebatlcocl ta Kuba, Loeb • Compaay.• 

lA tbo wo • idcro ol tbc Capjtal a 
omaU - ol R-toti- Jlo. 
~ ta • iMmber ....... - tile 
t:i.aM WM opportUDe for an iQ.'ftlltipo­
tlaa ol tile privata bai>IWic ~ 
_..aac ID tbc Uai1ed Stateo. to­
.- w!tb the relatioaobip ol tbc 

-rr-uy o.s--• to - pri. 
vetabaabn. 

u ouch .. iDveotiptlaa -

·--tbc <OUDtJy would .-.. 
"" - to tba noyote<y ol IOid­
~ - beinc pnoeticed by tba 
Unitocl 8tMoo GovommenL N-ly 
$16-bU!Ioa ol tbc yellow metal 1o 
burlod ot Fort KDos, Keatucky. It lo 

not the property of the A-.. -
plo ID the lull - ol the --.!. It lo 
col....,..~ lor tba .- part, apiDot 
tba bill'- ol clollan ol <lo¥wl>meat ---loc:iclontally, <JUr Ganmmaat bao 

laitiai!Od - - ol ..,ad - to 
South .......... The tint-­
$~_*!_ld ·WI!_~ .. 

tile._.- tile Ullitod .._ wwlcl 
ba" - ol tile c.tra1, phalllly 

-- - 1D tile .._a.llc: - ol Ul u • quid pro quo. • 
It appeere tMt tbe 1atww Leer 

financMI• r• a '= tt.t tblit aoc­
• coobd la Europe. I 

1 
$@ ... b) 

,. tu<tdlolr ..... iatlle--:" = ·.wa ~:::.. ~:.::: 
joWac • NP"trc • tW ..ei­
---••..W=IU 
- will jo 

7 

• .. cial w · h oltbetwo ., · 
N •blla, it-... ...._ 

will -- Ito - - ...... ol ....... ~ ...... • ... 111116. 
lllc tba ..,ad ~ 

lA tbo- ol Mr. Tll7b, ..,.._ 
an tba 1\aa< ol tba 1-, "Wa will 
pay • r .. lnmnatlonol .....,.. *"" 
opac:ulaton $35 .. - ... ..,ad 
-. but .,.,.... aU IIIIa ololcbteol· 
band money moalpulollaa .. put ta 
"" end - will not baft 17e loft ta 
buyaa-olaw~..,w.· 

It .. -- tbat Kobl, Loeb 
·~ ....... - ....... tile 
R-~----llaclio tlllc I t f ~ ....,_ 8 _,.. 

role ID ......... - .. a.-. 
Rae.. L • t. 1J'17 .. 

~0 

• 
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COIGUSSIOJI.L IIJICOJll) - 11aT 9, 1939. 8 2 

• 

Regraded Unclassified



'l'ot !be Secretary 

a.preeenteti•• J . Will 'l'fttlor ot feDA••••• ..ae a retroaction 

t odq 011 the floor ot the llaa.ee ot the atat-Dt 'lblch .,..eared b 

the Con.,-euioDal ll.eoord ot .April lith. It 'rill appear i n the 

Con.,-.. .toul J.cor4 ot llq 9th. 1 • aan41DC 70U 4ratt <d a lett ... 

to Conueae.MD -.z.rea, tbenlr1ng h1a tor h11 uela\.uce. 

'[w+k . . 

83 
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••'*"wa--.rm 

··-"..,.., ...... 
/•/ B. llorc-Gtbeu, Jr. 

IIIW IS _ _.,a.• M P p e. -.sa. .......... _ ........ ,"'.,._ .. a 

..... 

84 
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fHi 
r1r J. J 

• 

J 

If I! fl l 
f ::1 • Ia.. • , .... , 

1 'fi I = 1 -

J[i '~~(fEf(f:4 ~ ~;. f~t! !r(·l i 
r(• !if .. 1~ l'iJ i,f tf = E l 
f i J(£fl· i{ i't 'i' gr r( f· i 1 
li~ ~~r~rlf~~~r •. irl ~~~~ l~i I. 
·•: "''!~t- f:·r• It'~~- r li~ 
Ji ~~ ,t.'l'[lt ~ i I'' ~· r 
.. 1 ~l'•;i·. if , lt r;r 111 • 
fl "lrf' 'E f ~~=~ ~· I 

~ 6 ': I f I i ..1 ~I. r~ I r • f ~r I if . 
- ! _., l•llli,;f .. ::! •t IJI 11 

i~ ,.1 ~If JF~ '• ~ ~~ 
·' ~· p 11 :. I 

• 

• • • 

.. _ 

• I • 

i 
• 

co 
(J' 

\ 
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Uay 9 , 1939 

ADD IOOS EVI:LT 

MR, IOOSPILT SAil t p !AS lliTDIII l'f Til ClfD .. DIT'I liCIIASIIK: 

J EfiCITS AMI NAil p!etM 111 lf1 1tr J!AT COICIIII lAS C~Y 

RESPOIISIILE FOI Til LATUT FAll SI'DDIIIC SPLDCI QICI II SAil lAS 

TliROIIIK TIE VllOLI TAX STSTP Oft OF LIII, 

ME SUI THAT U IAI lUll rt•ISD TUT IF PAIITY PAYIIDTS 1111 

VOTEI SUTFICIIIIT IPDIUU IOU&.a If APPIOfU TO NAil Til PATIIDTS, 

THE PlotllSE WAS Clfll, U SAil, l'f TU LUIUSUP, IUT II Ill .. T lANE 

THE LEAIERS SPECIFICALLY. 

'" ... _.,_ 
ADD IOOSPELT 

Pl£SIIEIIT UOSEYELT SUI TIAT CMCIIISIOIAL LUIDS MOO: A PIOIISE -
TO Mill VIlli Tift fAIL!!_ !!,. ~fl:.;::,:I;.:I:..;;;IIA=IIS;...O:,:F:.,_:F,::IIIA=IC:::,lK=.,.:T;U:_:I::U::_:;'•~O:OO,oot t 

FARM PAIITY PATMIITS Allll II Til SIIATE TO Til ACIICULTDI SIPPLT 
- - -- ...._ - . 

m5'to~':Ut~ 
•VIIIII H U CO, I AI ASliiK: 'flat•, D. IOOIPILT ASUI II TU 

'I;EIIUIIL llSCUSSIH OF IDICITI IICIIIUI •ITIOIT ' llniOIS OF IAlSIK 

IIOMlY TO IIIIT tliiJI, 

THE FIIST QUISTIOI, u SUI, WAS ruT weans VAS COl"' TO 10 

ABOUT THE SlTUATION. ASlU IIIITID ll IOULI YETI TU LATEST IIIASUII 

IEPLIEI TIAT Ill lAS IPIAlliC OF PIIICIPLIS. 

"' .. .,~, 

• 
Regraded Unclassified



Tr........,. Depar-t 
01Yia1on of Mona~ Baeearcb 

Secre~ary ~rgenthau 

This is important because it indicateaa 

87 

(1} That Japan i s desirous of pulling out of 
the China episode provided she can eave her faoe 
and a few concessions; 

(2) The tema are becaorlng eo good that China 
rlll be aer1ouel.7 tempted to accept . 

NC>If appears to be t he time to 1n1 tiate the 
ques~ion of a large loan to China (via Conqeeeional 
action) . 

(a) CMna will get 1111.ch better tenu it 
the loan ia talked about in official circlea. 
If the loan should actually go throu&h, China 
would be in a very strong bargaining position 
in diacusaing peace terms with Japan . 

(b) Not onl.7 will there be better peace 
~erma but we will get a firm foothold on !'uture 
Chinese business and we will eet the bulk of 
reconstruction work in China. 

(c) China under peace time conditions and 
a revitalized Central Government will make a 
wonderfUl fUture market for American g'ooda 
and enterprise. Tbe better terms China can 
cake with Japv> the better tbe prospects for 
American trade with CMna. 

liB. WBITB 
Branch 20M - Booa 200 

' 

' , 
I 

.. ~ 
· . 

• 
• •• 

l, 
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CONFIDENTIAL 

llao!l!fl fro• llr. lfichDloon 

l'roa1 !rMnr7 Attacbe 
lloac~Doac . Oh1M 

Datal *;r 9, 1939 

lle our .. ,..,, of April 27 ouul. 28 ro~U ft to p...:a tor.o. 

lo,...., 1lho io !lOW in Shenpi , will ratnrn tO foil:1o Oil l'adna~. 

AD4 tho fol.lowiac cbal>4:eo .uggeote4o 

!!!.!!, to rea4o 1.1.4herence to noo-eccraooion pact.• 

!hir4 to 'be cbaz>ce4 too 11'1th4ra•l of .T.pADeoe troopo 
--ry .. ,7 ot~eo, ao to nacuate troopo altocat!wr io 

illpoooi'bll j 11114 work out aeth041 11Utu&ll7 IICI'IM'ble, I 

:rourtb cbllllce4 to reado •.t.t SbaJ>c!w.i, To1nctao 11114 lla.ultcw 
J'aPIIIIeoe prrhon to 'be ainta1na4 oa.l7 utU p...:e 11114 
or der io reotore4.• 

It 1o deoire of ro,.._ to ratUl'D to !o11:1o with concreto propoealo 

troa Go.,........,, of OhSM. 

l'ith cbuceo ao abaTe tba whole ~· propooiUon baa now 'be-

oubaitta4 to C'nmct-tnc . 

! • T. loooc Clbazmel thro'IICll which nacotiaUono ... , 'beiac conclw:ta4. 

lliQUUt Utaoot oeorecz, 1'111 llldMTOr keep 70U infOrM4. 

ON~tOENTIAl. 

88 
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............ - " la ........... , ....... ... 
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.., ·a " ,.... -' .-u. fill-· s 1 , .... *' 
....... .U. wal.t '- ... IMIII:a•-'& cat'-
II ;t '1a, ....... CVI 1 wal.t '2le 1M a ue, lt­
...... tat tt ..U '-..._a -"'a.tt• tZIUa a llat 
~---· .. ..,.._-.Jan __ ••• ra atl-. ..t ae a ~ fill .. W S r. u au '~ 
--Ill 'lr "II pt \Ia ................. f¥ ¢ L 

ftht, '0 I ....... , ': ......... 

aa tt - a a "'' • •· auca a 'at ... s. 
11 s 'I 'a usa: a 11m .... ,.,. »e..,._ ... -··· ...... 
..... .. .... "-tal s .. • .. t ,_,_, ,_ .... •. 
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GROOl' IIBE'l'IliG lila7 10, 1g~g. 
9 1:50 .t. ll. 

Prnent: Mr. Banes 
Mr. Gaston 
Mr. Pola7 
Mre. n ota 
Mr. Graves 
141'. Lochhead 
141' . Duttield 
Mr. Bell 
Mr. Gibbons 
Mr. llcRe,-nolda 

H. II .Jr.z !low, ahould I write Mr. Ta,-lor under tbeae 
o1roumatancea or notf 

Pole)' I You -an thank hilllf Yea, I think 1t would be 
nice. I'll gat up a letter. 

H.II.Jr. z He bad it done and did it ver,- gracetull,-. 

Hanea z I th1Dk he did it ver,- wall. 

H.ll . Jr.z 'l'h1nk I ought to write llr. Ta,-lort 

Hanea: I sent ,-ou a note to write the other tallow. 

H. ll . Jr. z That's done. 

Ranee: I think 1t would be n1oa t o write b1Jil, 

H. II .J r . : I don't ••• thet it would do a!Q' hal'lll, do ,-ouT 

Gaston: llo , I would do it. And then ,-ou•re going to 
write to the ed.itor or thia magas1ne? 

H.II .Jr. : Well , that- I'n u ked Fole7 to taka care or it 
tor .. , because I want to do it in the legal 
-=er. Show it to Gaston, though. 

Foler : Yea , sure . 

H.II . J r.: I want to make 1t a legal document. 
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Well , Herbert, supposing J OU dratt th1e 
morning tor me a letter to 'l'a7lor, will you? 

Gaeton: Yea . 

H.M. Jr.l 

Gibbons: 

B. IIII . Jr.: 

ll&nes : 

B.II . Jr.: 

Banes: 

B. lol .Jr.: 

Banes: 

H.!I1 .Jr. : 

lloRe,-nolda: 

B. II • .Tr. 1 

tloReynolde: 

H.li. Jr. I 

Klotz: 

And I think we ought to write a letter showing 
what be said - the correction we got . It's 
page 7475. 

Ie that yesterday's Record? 

Yea. 

I am glad llr. Ranee 1a going 1n tor econOIDY. 

Am I? 

Aren ' t you! 

I don' t know. I haven't hea.rd about it. 

'l'be 170- word telegram. 

Ob. • 
llac, I spent a great deal ot time setting up a 
communication ayetem 1n the Treasury and methode 
ot camnuni cation, eo torth and eo on. And 
Ill' . Hanes bringe to m,. attention a 170-word 
etra1ght telegram sent b7 a llre . Lucas to one 
Edward E . Berne,.. Now, isn't that your Be:rna7? 

Yea. 

Well , the more I sea and hear about this tallow 
Berney, the .. ore I think I was a damn tool. 

Well , ir llra . Lucas sent it to Berney, it 
wouldn't be BerneJ'& tault. 

Why not? Atter all • • • • Bow many more 
telegrams has abe sent? I mean Berney evidentlJ 
baa no idea ot the value or mone,.. ~. Klots 
h&a wor ked tor me tor seventeen or eighteen 
years and abe doesn't takJ Government money 
and send me a 170-word telegram. And I thought 
we bad a whole communication system set up 
anyway. I mean • 

It isn't Berney's fault, t hough. 
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a . v.Jr.: 
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H.ll.Jr.: 

Banes: 

B. II.Jr.: 

Banes: 

H .~. Jr.: 

McReynolds: 
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Yeo , it ia. 

Did he know she wae going to aend h1m a 
telegram? 

Well , how many other telegrams has she sent 
l1ke that! 

The;r all do , llr. •orgentbau. 

But we a~nt--I set up a Whole c0111J!!!m1cation 
e;ratem, got a communication center and 
everything els.e. 

Telegrame like that ought to be cleared through 
eoaabod;r, becauae that goea to tell h1lll about 
hie r oo111 being painted, eo forth and eo on. 
He could wait until be geta back here to t1lld 
out about hie office being painted. It ien•t 
a queation of how man;r word a, it' a a queetion 
of what tha worda aa;r. lfo sanae to tha 11bole 
telegram. 

To have a Jan like .Berne;r out doing reorgani-
aa tion • • • • And I'd like to know how man;r 
other 170-word straight telegrama he baa 
r eceived and hasn't done an;rthing about . 

Better read t he telegram. Tbat'a the poi nt of 
the whole thing. 

• 

I 111ean how ean a ~ Who 1a out in the field 
have hie secretary send h1lll a 170-word telegram 
about hia ottiee being painted and abe' a taking 
- and becauae of that , it he wants to reach 
her, ahe'a at home - and haYe h1m out doing 
reorganization work! It ' s ridieuloua. 

And whatever happen.!, Mac, to the whole telegraph 
and communication a;rste111 we set up, with the 
Army, and night letters and air mall and all the 
rest of tlw.t stuff? v.'ho 1a the adlll1n1atrative 
officer tor Internal Revenue? 

Well, that works through tbe Assistant to the 
Commissioner. But I've got a 111onthl;r report 
coming to 111e now ot the telegraphic expense 
b;r offi ces, charges througn my own office . I 've 
been auspicious of what was being done. I'vs 
got those coming i n and am comparing them every 
month. 
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u . w.Jr,: 

McReynolds: 

B.K. Jr.: 

McReynolds: 

B. !.! . Jr.: 

lolcReynolds: 

B. II. Jr.: 

llcReynolds: 

H. M. Jr . : 

ICcReynolds: 

.• 

es -. -
But you didn 1 t answer 1:1:7 queat1on. I 
personally, with your help and somebody elan , 
eet up a Whole communication eyetem in the 
Treasury. What happened to it? 

Well, of course, it'a atill operating. We've 
atill got a communications center. Revenue 
and Procurement have their own; they do a lot 
ot work directly 1n their own abopa. 

Well, you never did what I uked you • . I aeked 
you to shift all the adm1niatrative people 
around. Everybody's 1n a rut. You get down -
there ' s no sense o! economy all the way down 
the Une. lfow, you both defend Berney. Find 
out bow many other telegrams When he ' e on the 
road- straight telegrams be geta like that • . 
And it you took the fellow out ot Public Health 
and made h1m an admin.iatrative officer 1n thia 
ahop, be 'd clean bouae. And juat aa long a a 
these tellowe get 1n t here, atay tor 20 or 25 
yeara, tbia ldnd of thing will happen, juat aa 
long ae - unless you change ever,ronce 1n a 
while . • 
Well , of course, I did what I could on getting 
those ahitte . 

You never did anything, ll&c. 

Yea , I did. 

What did you do? 

I tried to get the aet-up of the positions by 
the Civil Service Commission to permit ua to 
transfer them around without reducing their 
pay. I waa unable to do it . I've got a whole 
record or appeal before the Conmlasion to get 
that set-up. They retuaed to go along with it. 

Well , you never told me about it. 

Well, it'a juat once 1n a while - if I go out 
in the field or a(llllething like that, Wr. Hanee 
pi cka up - we find out about it. 

Well, or course, thie 1a perfectly ridiculous , 
perfectly ridiculous - a thing of this kind to 
go on the wire . 
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H.K.Jr.: 

WcReynolde : 

H . t~ . Jr.: 

McReynolds: 

H. lC . Jr . : 

ltcReynolda: 

8 . 1.1 . Jr.: 

l!oReynolda: 

H. M.Jr. : 

McReynolds: 

H.~ .Jr . : 

l!cReynolda: 

H. l: .Jr.: 

UcReynolds: 

5 -

I think you'll find it happening all over, 
not only Berney. I don 1 t think Berney 1a 
respon.aible. 

But Berney 1a • • • 

Well , this is a woman 1n Berney's office. 

It ' s hie aeoretary. 

Berney is responsible tor this. I can't 
defend him on this . 

ss 

Berney i s out reorgani&ing offices 1n the 
field, and he 1 e supposed to do it to economise 
and make it more efficient. Well, I'd say he 
has no sense of money and baa no sense of 
economy. 

Just a letter sent by wire, that ' • what it ia. 

Air mail letter would have been just as good. 

This is ridiculous. ' 

Well, I don't - I 'd really like a report on ~ 
that, llac . 

I 'll give it to you. 

What? 

I'll give it to you. 

What other good news have you got? Thank 
you (Banes) for bringing it to my attention. 

I've got some t hing - I don't t .h1nk you 1 11 want 
to take t he time to go over it probably at this 
meeting. It's a proposed order by Procurement 
consolidating the purchasing activities 1n the 
fie ld. That requ ires the President's appr oval. 
This is under the old Executive Order rather 
than trying to come in under the new. The old 
one ia adequate, providing the activity ia 
extended - t he jurisdiction of Procurement 
Division in purchasing is extended by order 
appr oved by t he President . I 've had our lawyers 
working on it ever s ince t he reorganization 
bill passed and they have now come around to 
this. 
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a.M. Jr.: 

Bane a: 

n .~.Jr. t 

llcRe1Jlolda: 

B. M. Jr . : 

Bell: 

llcRe1Jlolde: 

B, K,Jr. t 

- e -

I 'll tell 70U wba\ I 1ll do, I'll aSp it aD4 
I 1ll let Bell &Dd Or&Yae and JOU fo OYer it, 
&Dd lt rou &p"M it'a all ript, at lt go. 
Bow'a thatf I appoint the three ot 7011 a 
o~ttH. Ia that all ript wlth 70U' 

(Joda r••l 
I'll appoint ~ tallow. a oa.Blttaa ot \hraa, 
Who am I writ to' 

'rbe Prea1dent . 

All right. 

Baa it gone through the Bada•tT 

Sign it on top. 

o. x., Kac . But 70U three tallowa go oYer it. 
'lhatT 

lloRe1Jlolda: All right. 'l'b.ia ha.a Fola7'a initial on it -
cleared trCIII a legal etandpoint. 

H.W.Jr.: 

llcRo1Jlolda: 

H, M:,Jr,: 

llcRo1Jlolde: 

H. ll . Jr.: 

Graves: 

B. K.Jr,: 

Bell: 

B. lt ,Jr.s 

Bell: 

Wondertul . What alae han 7ou got, Jlao' 

That 1 a all I '•• got. 

Jllow, it I Ill untalr to Barne7, 7ou let 1118 know. 

I will. I .will gln rou a report on lt. 

It I 1111 untalr to hllll, rou let • !mow, because 
ha'a Harold'• pat. You look into it too, 
will rou Harold' 

Yea, alr. 

I d011 1t know wtwthar 7ou1 n heard or not, 
but there la a blll to extend the bCID4 l1altat1on, 
or allllliData the bond lllllitation - -• reported 
out reaterda7. Bad a t ittaan alnuta hea.rlng 
and during that tlllle tha7 reported the bll~ out, 
ao 1t didn't amount to 1111oh. 

Were rou up there' 

Yea, La1'l')' Barna.rd aDd I went up . 
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B. li.Jr. : 

Bell: 

H. K. Jr.: 

Bell: 

Gaston: 

Bell: 

H. !l. Jr. I 

Bell: 

H.loi . Jr.: 

Bell: 

B. l!. Jr. : 

Bell: 

H. M.Jr.: 

Bell: 

H .~ . Jr.: 

Bell: 

B.. M.Jr . : 

- '1 - : 01 

I think we'll aend JOU up on t he Stab1l1&atim 
Fund. 

I don't think it would be eo ... ,.. But the 
ftJ it turned out, a0111e ot the Bepubl1cana 
began to aek queet1ona ae to whether th1e 
waen't the aame bill whioh the7 paeaed once 
betore~_and the anawer wae ot courae 7ee. The7 
aaid, wwell, JOU got 1nto trouble over 1n the 
Senate, that'• where the ditticultJ ia. What 
kind ot a time are JOU going to have over there 
th1a time?• Well , we aaid we thougnt we'd gat 
along all right th1e time, eo t inallJ aomabodJ 
made a motion to report it out. Vel'J a1mpla. 

Did JOU aee what Jour Prea1dant aaid about the 
parity pa~nta laat nightf 

Yea . 'lhat do 7ou mean rq PrealdentT 

Be didn't let you down at all. 

No , he waa all right. 

You were eo worried. What? 

Well, I wasn't worried about him. I waa 
worried about you. 

Well, I didn't know. 

Ot course, theJ a aid e:u.otl7 what we thought 
they would - Ruaaell did. 

Did he? 

He waa alck an4 t1re4 ot hearing econ~ t&ned 
on the tarmera an4 epeMing ZDODeJ on everybodJ 
elae. 

That'• all right. The Prealdent aa1d he had a 
promiee traa the leadera. 

That' a right. 

Huh? 

That' a right. 

Well , it didn • t do &nJ harm. Nice clean tun. 

Regraded Unclassified



( Bell: 

a . ~t . Jr.: 

Bell: 

H. !I\ . Jr.: 

Bell: 

Lochhead: 

H. U. Jr . : 

Bell: 

H. ll. Jr. : 

Bell: 

B. Jt . Jr.: 

Bell: 

H. Jl . Jr.: 

Bell : 

Gibbons: 

H.M.Jr. : 

Gibbons: 

- e -
- "'2 _ .. 

You know, ot courae, that t he market went UJ) 
substantiallJ J&aterdaJ. Want to cona14er 
a0111e aale ot inveatmenta the next day or ao? 
Attar the closing ot thia iaaue tonight, we 
might • • •• 

Will you talk to me about it again tomorrow? 
I 've got something in mind. 

All right. 

All right. 

That's all I have. 

The Federal Reserve eh1fted a million and a 
halt ot long-term Government yeaterdaJ tor 
intermediate bonds . Took two days before they 
got around to ab1tting it. 

Aren ' t th•J getting daring! 

I waa talking to Allan Sproul yesterday 
morning. Be waa worried about the ma.rket. I • 
said, WViby don 1 t you eell aome ot your long­
terms or shift?" Be said, "That's a good idea. 
Vle 'll take it up . I don't think we'll get 
away with it." 

An;ything else, Dan? 

No. 

Dan, are you going to give me a memorandum 
on what Banes and JOU and I saw that ~ about 
the other night? 

Yea, I have it in rough dratt . 

Could I get it today, th1a afternoon? Give it 
to lira. Klotz . 

Next couple hours , you'll get it. 

Senator Brown or Senator Miller aeen you yet 
on devaluation? 

No. Miller, I think, is coming down th1a 
morning. 

Jim Farley aaked me yesterday - I was talking 
to him - about th1a lira. Pike , Collector of 

.. 
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Gibbons: 
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CuatOIIUI, and be said that Bl'own pl'CDieed to 
get 1n touch with you, that be juat bad 
(50tten baok tr0111 llichlgan. And 111ller baa 
promised to o0111e and eee us. 

:o3 

Well, 111ller is comiJ:Ig 1n tbh .orning. I bad 
a call fl'ca Fuley yestel'da7 11hlch I couldn't 
take becauae I just bad to get a breath ot 
tl'e8h air yea tel'day afternoon. 

I thlnk he' a lett on a tOUt' . Be ' a goiJl8 West. 

H.K. Jr.: Who? 

Gi bbons: 

H. U. Jr. : 

Grave a: 

H. K. Jr.: 

H.K.Jr. : 

Graves: 

B. IG. Jr.: 

Graves: 

. . . 

Farley. That ' s all . 

(To Kieley) Would you fix my calendar on who 
is com1Jl8. And ask Ill's . Sp&Jl8ler 1t that 
gentleman is c01111ng tor lunch or not. 

Harold, I bear you did nobly yestel'day. 

Well , I don't know bow anyone would know that, 
because we had no witnesses, Mr. llorgentbau. 
Klaus , Who accOJDpanied me, .. not adm.itted to 
tbe bearing, so it be says that I did nobly, 
it'e because I told b1m eo. 

Well, • • • 

That's rigbt. 

Well, you bad inside i nformation. 

I thlnk you migbt be interested to know this 
much about that . There was VS1'7 little said 
by thla Congressman Thoma• about the settlement 
ot the Canadian eases aa aucb. He did ask 
why we accepted such relativel7 small amount, 
but I think that he was satisfied with the 
answer that I save b1m about tbat. Chiefly, 
he waa attempting to explore the merits or 
Sokol' a olaiJD. 

I see. 

Be expressed 801118 concern because there have 
been conflicting recommendations b7 different 
officers of the euat,.-. Service with reference 
to the allowance or that claiJD. 

: 
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B. K.Jr. : 

Graves: 

H.M.Jr.: 

Graves: 

H. Jt . Jr.: 

Kl ot&: 

H. !!! . Jr.: 

Graves: 

H. LI.Jr. : 

Graves: 

H. M.Jr.: 

Graves : 

B.u. Jr.: 

- 10 -

I see. 

You 'll be interested, I think, in this . 

I'm 11s ten1J16 • 

Re read to me extracts of Sokol'• own 
testimon~ . Sokol testified before the 
COIIIIDittee to the effect that when he came 
to see ~ou ~ciu called me in and you 1natruoted 

.me that an~ arrangement that I should a.ke 
with reference to the Canadian distills~ 
oases involving the use of Sokol as an in­
formant would be satisfactory to you. I 
don't know how good your recollection 1a of 
that. 

It isn't. 

Did you ever aee him? 

Once. 
• But I thought I should remind you of this, 

that Sokol came 1n to ses you not about the 
Canadian diatille~ cases at all but about the 
supposed action of Saul Haas , Collector of 
Customs at Seattle, in holding up the payment 
of his reward 1n the rifle case, He clatmed 
to you that Haas was t171Dg to shake him down, 
as he would phrase it - hold out $10,000 before 
before the pa7111ent was made - and t~t was 
the subject of the conversation that Sokol had 
with you, and certainly that was the subject 
of the conversation that occurred 1n the room 
attar you brought me in. 

Well, he wasn' t in the room alone here w1 th 
me . 

Well, then 1t was t he eubject of the conversation 
between the three of ue. 

Didn't I have a stenographer present? 

No, you juet introduced me and told me I . was to 
take care of Sokol, and that's the subJect 
that was discussed between Sokol and myself 
when I left the room with him. 

Did you tell that to ThomasT 
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Grave as 
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!here'• -th1Da to thb obal'p aptnat Baaa. 

Sokol 1m't h1a rf.cht -· Be wasn't lmOIID 
aa Sokol to the Cueto.. apnt. 'l'ha man 'llbo 
could 1deut11'f hla, the Cueto.. agent, happened 
to be dOIID in lower Cal1tol'D1a at the ttae 
th1a ohaok was -de. 

You saw hbiT 

ao.ebod7 aent h1a down to aae ... 

'lbeD 414 M OOIMT 

'l'h1e was Deceaber, 19M. 

I onl7 saw b1a tor a alnute, aa1d I'd look 
into u. 
Wa IIIU8t have a record. 

'l'he thing I was calling to 70111' attention waa 
that he was putting word• into rour mouth 
thatJou never aa14. 'l'hat'• the ght ot h1a 
act1 t7 all along the 11ne1 m1erepreaent1ng 
what var1oua people han dona aDd aald. 

Well, oel'ta1nl7 ttwre 1a DOthizl& tor the 
'rreUUI'J to WOI'l'7 about. 

Jo, tbere 1a nothing whatever tor tbe '!reaiiUl'J' 
to WOI'l'7 about. 

I wolll.d aa7 th1a, too. At ttw end ot oar 
41acu .. lon reaterdar, ~· aald that be had 
heard that ttw 'rreaiiUl'J' Depazotaent -• DOW 
willing to .Ue a aettle•nt with Sokol, pa7 
h1a •~thing on account ot hh claS.II. 

'l'homaa aa1d tbatf 

'rll=aa aald that to • . Be wanted to lmow 1t 
that waa trua. I aa1d no, aa tar aa I knew, 
ttwre was no toundat1on tor that. 
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Juat a minute. (To Kieley) Tell llr. Ba:r:rie 
I'll ••• b1m at eleven o'clock . 

What 1 a the matte:r? 

Can ' t oome. 

Excuae me . 

:cs 

I told Thomas that ao ta:r as I knew the:re was 
no foundation to:r that, that the T:reasUl')' 
Depa:rtment would not be willing to pa;y anything 
whateve:r on account or Sokol ' s olaim. 

Did that please him? 

No, I think it displeased him. I think he waa 
:rather hopetul that aome comp:romise could be 
made, we'd ag:ree to pay someth ing to him. 

0 . K. 

Sokol apparently :ran up a l ot or billa around 
town, and those people ma;y be tr:ring to exert 
influence to get additional money paid to him. 

But t he:re is nothing to:r ua to wo:r:r;y about in 
connection with that whole thing, llr. Seo:retar:r. 

The exchange ma:rkete continue ver:r quiet, with 
the neut:ral currencies starting to o:reep up a 
little .bit. The:re seems to be a better unde:r­
l)'ing tendcnc:r 1n the exob&ngee . 

I have a report on our expo:rta to Oerman;y. 
They have d:ropped ver:r aharpl;y both compared 
with last month and with the yea:r eompa:rable, 
both a a to cotton and othe:r mate:ria1s . 

The:re ia a cable he :re trom Nicholson - it ;you 
haven't seen it, I think JOU should see it -
rather important , indicates poesibl;y that the 
Japanese are 1n a much wo:rse altuation than 
appears to be the oaae b)' virtue or t he t e:rms 
they are tr)'ing to alee in Cb1.Da. 

We tinall)' got the :repo:rt on t he exports or 
petroleum rrom Mexico. 
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We'•e got a brier -randua here on the 
United State• curreno1ee beiDa hoarded and 
ued b7 toreignere, both to take out ot the 
country and apparentl7 to keep 1D eatet7 
depodt •aulte here. 'l'he reuona tor o01111Dg 
to that oonoluion are 1Dd1oated there. It 
tor eo- reaeon that praotioe ehould nnt to 
be dieoouraged, 7ou might coneider the 
possibility or gettlng a report on the one 
thousand, tive and ten thousand billa that are 
outatand1Dg, beoauae t he increase baa taken 
place 1n those denominatione . 

Dul>ina the week ending ~pril 2&th theN was a 
contilmed 1ntlow ot 78 million dol.lara. And 
we ha•e a rather length7 report here on gol.d 
illlporta into the United Statu, wb.ich aU:e 
the important queetione and attempts to anewer 
thea. 

'!'here ' • a -morand11111 here that Schlll1dt gan to -.... 
11&7 I interrupt 70UY I think 70u1ll be 
to know that Prote .. or W. L Myers waa verr 
complimentarT on Tour gold etatement. 

Protesaor whot 

Proteaaor w. I . liTera . 

Bill Myers . 

M7era. 

' 

Pierson wrote a l etter to Senator Wagner which •• 

Pearson ot Peareon and Allent 

Ro, th1a waa Proteeaor Piereon ot Cornel.l 
Un1vera1tT• 

O. K. • Barr'f. 

(Words not understood) 

What did he aay? 

I couldn't hear him. 

• 
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You look a little 4own. I'm the only tallow 
that baa a right t o be 4own, and. I'm up. 
So bob up a little bit. Ia that right, 
Johnny? Ruh! 

Sure. 

There 1a a meJDorand\1111 hare trom Sclmd4t Which 
has a euggeetion here which I think contains 
a germ of a ve~ goo4 i4ea, it you want to 
think about it. Hie auggaetion arieea tr0111 
tha tact that a protege ot Aranba 1a atu4,.tng 
here in Washington, and. Aranha - which I got 
aecond-band tbrowrb h1lll - happens to be a 
tr1aDd ot Sehlll1i1t'~'e - 1e eager to 4o ao.e 
work or atu47 in tha Treaaur,. to get an 14ea 
ot bow we 4o things bare and. probabl7 to get 
acae training here. That auggaate<i an i4ea 
to Sehmidt which h e baa develope<i bare, which 
I think has poasibil1tiea, aDd that ia t o 
invite or have tellowab1.,_., without an7 coat, 
it it's legal, tor varioua Latin-American 
countries to send a0111e of their brightest 1oungt 
men up here to work tor three montha ot six 
JDontha in whatever appropriate division or in 
several - have sort ot a s chool. I think that 
would do more to develop the appropriate k1Dd 
ot relationship at no coat • , • • That'• 
merely an idea. 

Tbat 'e excellent . I think the no- coat thing, 
though - that doe an 1 t he~p • • • • 

That doesn't help buaineaa . 

Yea . 

Well, we can tix that. W. can hire teachara to 
train them. 

Will that contribute t o recovel'J, it it 4oesn 1 t 
coat an,.th1ng! 

With a couple ot amendments it will. 

We couldn 't pay them, Hal'l'J, eo • • • • 

Well , m8Jbe we can lend the Brazilian Government 
money and with that mone7 t heJ can finance it. 
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That will contribute to the 1'$C0.,.1'7 or our 
money, Harr7, tlat we propoee to lend. 

Firat ttme ahe (Mre. Luoae) ever did it . 

llaybe abe waa a ~~~ember or our e chool. 

There i a aomething elae here. I do t hink 
that deserve• eome oone1deration. 

Give all those th1nga to Mra . Klotz. I'll 
v~ry earetully read each and avery one or them. 

We got a request to that erreot rrom Chile 
to the State Department. They want to aend a 
man up to study tax ayatema. They wanted to 
have the man paid a ealary it he could be and 
Guy Helver ing considered and reported it wae 
againat the law tor ue to pay an alien a 
salary, but otherwiae he would be very glad to 
have htm in the Bureau or Internal Revenue to 
study our tax collection ayatem. 

Thel'$ ia a 1'$queat frCIIII your office to have 
aomething translated and commented on here. I 
think it bee kind or been miaaent , but we 
translated it. I'll give it to you (Mra. Klotz). 
It baa to do with aome i1tvantion w'hich a man 
baa developed abroad and wants to call your 
attention to. 

I know. 

I didn't know. 

Who baa my letter rroa George Harrison about the 
gold atatiaticaf Did I take that home with met 

No, you sent it 1n - I had it yesterday and 
sent it on. There were four names on it . 

Harrison called me up yesterday - everybody 
else must have been out - and wanted to know 
whether he should aea you, or he i ntended to 
see you, about this gold letter. I said I 
didn't know, but that we were having a meeting 
Thursday at which hie outfit and all the others 
were going to be represented, to go into the 
matter exhaustively. So be aaid possibly he 
thought he might wait until attar that meeting 
before talking to you. 

r 
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Well, when it o_a, )'Oil juat write a to~l 
aolmcnrledpent and a41114 it b&ok to - t o elgn. 

Oh, )'OU aa)' I'll set itT 

I'll write 1t down. It'• ac.nbere. 

It 1 a on the wa)'. It had tour name a on 1t -
mine and )'OUl'a and Gaaton'•• 

Baan•t paaaed me. 

On the _,. out ha 1 • so1ns to ruah b&ok to h1a 
ott1oe and hand 1t to )'Oilo 

Yea , 1t paned - en r oute to Archie Loohhaad 
)'8aterda)' afternoon. 

Be volunteered the 1ntormat1on. 

lilac 11 a1tt1ns ClO Q lett, baa to take 1t 
th1a lllOrDlns· Better ah1tt )'OU1' aeat, lilac. 

I can take 1t. 

All right, good. 

White ea1d that a letter went to Oaaton 
1ndicat1ns what the)' were solns t o do; didn't 
hear an)'th1ns ti'OIII Ill'. Oaatm, eo tbe7 a cted 
1n the afternoon. 

That 1an1 t correct, ot eourae. Tha letter CUie 
to - after the)' had a cted and then I merel)' 
aolmcnrledsed t h e letter. 

Be d1dn' t aee - aaile over the pbme . 

Anythlns elaeT 

That's all. 

Here ia a • • • 

Ernst 1a coming 1n at 2:45. 

2:45. 

Here 's a memorandum on the AnUenberg caae , 
sending 1t to Chicago toda)' · 
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I ' ll aee your crowd at 10 :45. 

All right. 

ll: OO. 

ll:OO. 

This ia on the Annenbers caae , We •re sending 
it to Chicago today. C&apball b goins to ba 
1n char ge , and. Sam Klaus will be there and 
they are all going to work under Bill C&mpbell 
at Chicago. I think i t' s 1n good ehe.pe. 

Here are a couple or meaoa about Harold Gra~ea'a 
talk with Thomas. 

Thia ia where Harold Gravea aaya he'a eo good. 

Thia is where we aay it'a good. 

Thia ia a memorandum that Bill Johnson has 
sent over about countervailing duties on 
Italian goode . Apparently- the Italian 
Ambassador said that Hull his given him 45 
days . Johnson didn't know that. 

That' s right . Mra . Klotr. , if you will look up 
my telephone conversation with Sumner Wellea , 
you'll eee be told us What day Kr. Hull notified 
t he Italian Ambassador. 

The 6th o! K&:y is • • • • 

Doea it sa:y hera? 

Yea. 
add 
that 

One o! t he repreaentati~•• ot the Embaaay 
t he Amba.asador had bean assured on Kay 6th 
t hey'd ha~e 45 daya. 

45 days . 

Yea. And Bill d1dn • t know anything about it. 

All right, that 1 a on me . Thia one isn't on 
!iac. 

Was ther e anything more on the German counter­
vailing duty proposal? You remember • • •• 

This is the exact situation. We sent a letter 
to the Bcon~c Adviser o! the State De~ent 
and t hen I asked l(r , Welles to advise me besi daa. 
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•· W.llea baa tol4 • be would u...S.ae •· 
1o -tu w bMr tr• tbe State DeJI&I"-t 

:12 

W 4o DOUI.bilo Blat I aa14, •I talw 1t - b&Ye 
to - tbea all4 woal4 701& plnae a4rlae .. 
bow to auwr ~t• ADd WI'. Wellea baa 
~e4 to 4o tb&t. 

Fl'ledhe1a - to .TobluiOD and .. ld tb&t 
'l'umenbei'S told h1a tb& propoeal bad been .. de. 
Jobnllon nld b& d14n 1t mow anJtblDs about lt. 

The .. tter b now wltb WI'. Wellea &114 I uked 
bta aa a pereoual .. tter to pleaae glYe lt bla 
own attention &114 a4Yiae ... 

There ... a letter t o rou tro. Ralpb Loaler, 
a lawrer 1n town, oa.plalnlng about 
.onopollatlo practic .. OD the part ot the 
Cbineae 1n connection wltb tuna oU. 

The anewer la ~ ••• • 

I don't think 1t b. I tbo\labt tb& thing to do 
would be tor rou to acknowledge the letter &114 
ea:r that lt la an Export-Import .. tter and then 
rater the letter to Pieraon, and I'll call 
Pleraon, it :rou approve. 

can•t we n:r we are having a aurvey madeT 

Well, I think the l etter can be anawered. 

All rlsbt• 

You mu~t bue son- bor .. baok riding yeeterdaJ. 

I d14. 

'l'bere are two lettera, WI'. Seoretar:r . Here'• 
tba other one, 

I'd like llr. Banea t o mow about tble tuna oll 
IIOilOpoly, becauae be aet lt up. 

I don't think it ia. I tblnk I ahould call 
Pleraon and aek Piereon to .eke a cop:r or that 
latter avalleble to Chen ao that tbe:r can work 
on the reply. 

Y .. , but I atlll aay that I'd like Yei'J -ob 
to bue Jlr, BaDee ~ abclllt it. 
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Yea. 

And here are those two letters to Steagall 
and Wagner about • • • • 

BJ hand tbrouah rour man on the Hill. Bo 
l etter. 

No letter. 

No letter. What thia ia - he thouabt we wanted 
to get the opinion or tlie Court 1n the banda 
ot Wagner and Steagall 1n view or Oi•nn1n1'a 
telegram. He wanted me to write it. On second 
thoU8ht, I wouldn't write it, but I'd let our 
Treaaurr man on the Hill drop it on the d esk 
ot Yiagner and Steagall. 

'l'he letter? 

No , the op1D1on. 

Yea , I understand. 

And on that I wiah rou (Outfield) would aee 
where D17 history on the Bank of America case 
ia, whether it's up to date or not . 

You mean rour record in Niaa Chaunce,-•a 
office? 

Yea. Now, I did have a report, oh, about a 
month ago frCllll the Canptroller, and 1t f1I1 
memory 1a right I have never gotten tl'Cllll him 
a ·~ or tbe last bank exem1nat1on, which 
be aaid he'd give me. Now, what •7- obJect ia 
on thia - 1n caae the7 should call - on the 
Hill to teatitr, I want rtq record on Wb&t I 
have done and what the Ottice ot the Secret&l':J' 
or the Treaaurr baa done 1n coDDaction with tbe 
Bank to be up to date, rou aee? 

Yea. 

I think rou'd better - the last time it wae 
gotten up to date - that ohronological order 
or events waen• t eomathing that :J'OU could read 
tr011 and get an;r sanae tl'Cllll. It waa Just a 
statement or Wb&t the event wae. I think it 
ought to have aome e xplanation on each one or 
t hose itema, because ·1-t rou're going to - I 
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thiDk 11' you 1 re going to ~ up to date <111 
that and be read7 - you migbt be called 
audden1y and we'd have to clo all that work, 

Wall then, would J'OU auparviae it tor met 

Yea . 

What? 

Be glad to. 

See? But let•a aa7 b7 next Monda7 I should 
have an up-to-date thing - and Mr. Foley might 
aa~iat too - ao that it I waa to teatity I 'd 
ha 'fO ltq • tory or what happened. 

Tbat 1a the point, :you can't teatif7 the way 
it 1a. 

Well then, let 1 a aa7 by next Konday I have 
eOIIlething eo that 1n case I ahould be called 
I wouldn't be floundering around waiting tor 
it. 

That's right. 

Well, will you take that responsibility? 

Be glad to. 

That would go clear back to Februar,. a year ago, 
I thiDk, wben the whole thing started. 

Does the chronplogioal liat go back as tar as 
"'tliatf 

Bo, tbere was one ori ginally done tor me by 
Oliphant. 

That one, I t hink, ia complete enough. 
was about up to October, ae I reoali . 

That 

And we gave that to you and you brought it down 
to date . 

Tbllt .. right. It 1 s the eubeequent work to 
Olipbant 1a work that ia not coaplete . 

We had it down to about October and then •• 
turned it over to .Tobnn7. 

• 

.~ 
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Between llra. nota aD4 Hanu aD4 Durt'ield 
and Poley and Uph&a- Upbaa 1a part while he ' 
-• rith •• aee, what he did while he waa 
with - , to -n aure - I 11111an hi a part llhile 
he waa here. So it' I could have it b7 
Monday , • , , That 1 a -.bat I oalled you 
about yesterday. 

All right. I have nothing. 

Would you (Mra. JO.otl) oall Ill'. Hopkins and 
tell him I'm a orr,., I oan t t lunch with h1lll 
toda7· 

Lunch or dizmerf 

Lunch. 

Kay I return to something I have overlooked? 
There ia going to be acme criticism ot' Treasury 
agents • activities - CUstoms agents ' activities 
abroad given to the President . I can't tell 
you now but I can tell 70U later where I ·got • 
the int'ormation. The President may have already 
received it, or rill receive it. The et'feot ot 
it is that they are muoh too active in dumping 
cases , countervailing caeea , running around • , , 
It may be a build-up to have the State 
Department begin taking them over. 

Which leada me to the eecond point, that I 
think 1tis a serious error tor the Department ot 
Commerce Poreign Service to be taken over by 
the State Departaent. llow we get a lot ot 
int'ol'llation, and other Departments do , that 
we wouldn't get through the State Department. 
I think that'• one ot the agenciee that lllight 
be separated, 1t 7ou' re at all interested. 

How do you teal a bout lighthouaeet 

They can have the lighthouau - eo they can 
eee. 

We 1ve got them. 

I say they can have the l ighthouses. 

But they' 11 have t .be lighthousee before long. 

Who! 

.· 
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St& ta Dllpartaent. 

llarr7 oal.led me laet night . He add aomethin8 
about - •I aae you atola the lighthouses.• 
I aaid, "We're going to u.a t~ to look tor 
recove17." 

Keep business ott the rooka . 

Stay on the rooks. 

Quite a letter the General wrote him. wasn't itT 

It•a a really serious thing. I think. 

I don't think t he State Department wanted 
Customs agents. it that's What you mean, 

lio. I waa reterr1ng to the other. No. 

At least I'm sure l!eeseramith taels that way, 

HuhT 

I'm sure Messersmith doesn't feel t .hat way. 

But l!essaramitb ie a very strong minority in 
the State Department. a minority ot one. 

But I think it would be appropriate to answer 
to the question ot criticism on the Customs 
activities that we could change the law; so 
long as the law is on the statute books • 
they've got to do that sort ot thing. 

Well. I hope they sand it to the President. 
because he 1s pushing me all the time tor 
more stutt. In tact. he asks ua to orga.nir.e 
the Department over there with three letters -
do just that kind ot thing - same letters as 
that or an of1'ioe bu1ld1ng up on the Hill. 
Can ' t you get itT 

I got it . 

'flhich office bu1ld1ng? 

Senate . 

Senate Otf"i ce Building. You sot it? 

r 

• 
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I w.an•t llat-1DI• 

'fbat 1 a 1'145bt, Ira. nota, dcm 1t 7oa Uateu. 

Strike cme tozo .r~ llaMa. 

Ra,.oa4 Lealie Bull h 1D town t oda7, 
ezpzoe .. ed a dealzoe to aee 7011. Be'• lett 
t~ PON1SD Pollo7 Aaaoa1at1on. I auppoae 
7011 noticed ~·• dnotln& hb time ucluainl7 
to Po~ llapalne. 

I th1Dk I'• about booked up. I don ' t aee how 
I can do it • 

.lll zoigbt • 

See 1t he can a- ta-ol'l'OW. 

• • • • 

I 'll. aee 1t he'• soin8 to be 1D town ta-ol'l'OW. 

I t he want. to.ol"l'ow, he can acme at eleYen 
o ' clock. 

I 111 ••• it he 111 be 1D town. 

Bo, I h&Yen1t &nJthin8 el••· 

I'd Uke to ata7 with 7011 attel'ftl'da. 

SUN. llr•. nota, would 7011 take the tollorinc 
telegraa .... 

Oh, betore I forget 1t, 111'8. llorgeut.hau aDd I 
would Uke al.l ot 7011 to ban ltmah with u 
hezoe 1n the 'l'I'H&Ul'7 t~ at one o 1oloak. 

Jlr. llozosent~u'• b11'tbda7. 

'lho'• b11'tbda7t 

lllne. one o • al.oak toaol"l''W, I '11 be t1tt7. 

Ozoow1ng up • 

I ' • sotna to be t1tt7. 
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~lr. Seoretar7. 

Hello, Bob. 

Bob Doughten; how are you? 

I'm all right. 

I had a talk with Pat today. 

Yeah. 

Xa7 10, 19)9 
):16 p.a. 

• 1 
--8 

Quite a long talk -- made an appointment w1 th h1o , and 
he doesn't seeo to be inclined to tall in line with the 
program as outlined the other day t hat you are ramlliar 
with. 

He doesn ' t? 

No. He -- I asked him i t somet hing like t hat t hat we 
did was sent over -- it we were to send i t over. 

Yeah. 

And he eeemed to t hi nk t hat they wouldn't deal with it · 
piecemeal it we sent over t he expiring taxes •• •••• 

Yeah. 

• 

That then they'd take up the question or -- about amending 
those expiring taxes by dealing with the changes in the 
corporation tax. 

Yeah. 

And he seemed to t hink tha t the expiring taxes and the 
changes in the present Internal Revenue corporation taxes 
should be dealt with in one bill and dealt with before we 
take up the tax exempts, They agreed that it was well 
tor tax exempts t o come as a separate bill but he wanted 
the other to come ahead or t he t ax exempts. And • • • .•• 

liell -- what -- what have you got in mind as the next 
move? 

Well , I've got in mind as the next move that -- unless 
you can dispose to , can or would convince t bem or 
some -- sooe other plan that would be better; that 
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a oonrerenoe among -- vitb the Cbter and you and Pat 
and myself and somebody repreeenttng our oollllll1 ttee 
vould be about the next thing that I knov ot. I sug­
gested to him, or asked hi m about -- it ve vould 
decide to do anything or that ki nd, and be said to go 
right ahead, he vasn•t going to ask Cbtet to be beard 
or tor a meeting ot any kind -- a oonterenoe - - but 
that he'd be glad to join in one it he ver e invited. 

llell , Bob, I appreciat e tremendou8ly your calling me. 
Could I kind or think tbie over a little bit? 

Yee, sir. 

I vant to talk it over vitb Jobnny· Ranee. 

That's t he reason I thought I ought to call you as aoon 
as I got the word. We bad t he conrerenoe ready today 
at about one o'clock. 

Ub-buh. • 
And I thought I'd give you the benefit ot it and, ,,,, 

Well , I - - let me talk it over with Johnny and I'll give 
you a ring, oh first thing tomorrow morning. 

That ' ll be all right. 

Is that all rigbtt 

That'll be all r1gbt, and 1t 1t should be necessary, my 
committee doesn ' t meet tomorrow -- it you 'd vant me to 
I'd l'Uil down there and talk v1th you about 1t. 

Well ••• ••• 

It you'd rather do that than talk over the phone. 

Yeah . Well , I'd much rather see you . 

Yeah. \·lell , that• s vhat I thought pose1bly, and. • • • • 

Well , maybe It ll • ••... 

It you want to call me 1n t he morning • • •• • . 

Yeah. 
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-'-
D: •••••• Wh7, I ou ra.D 4owD there. 

Hl-!Jr: ~t'e terr1bl7 nloe. I think I'll 4o that. 

D: All right . Juat oall 111 'llbeneYar J'OU are rea4:r -- want 
me. 

HMJr: ~nk J'OU ao muo!l. 

D: You're welcome. Ooo4 b7e. 
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i': 

HIIJr: 

11: 

Hello. 

JlaJ' 10, 19, 
3:~ p. a. 

l!..Uo, Bem7, ~ I !~peak ~ :rou a a!Jmtet 
Please. 

I ' Ye been atud:IUig Yery oaretull.7 thla !atmenberg queat1on. 

Yeah. 

And I'Ye been talk.1ng 1t oYer nth Xr. Bull.. 
X. a. 

And b1a auggeatlon 1a that :rour Cuatc.a ' aan tell _ 
6 

Tannenberg that U the Oer.u go~t cakaa 'llDlla~ aotl.on ~ reson the obJeot l.ona vhloh we haft 'llDiler our law that obrtoual.)' the t enu or the lur wul4 oot a:pplJ. But t:h&t that, or courH, voul4 1n no aenM be aJI agree­aent between t he two goYe~nta -- 1t voul4 11lTOlft =U.aterel actlon on the part or Germall7 ~ re.)ft obJectionable praotloea. AD4 he th1nka that ' • about a1l that would be naceaN.rf ror :ro= people ~ •aJ· 
lrell nov, tb1a 1a ao laportant, 4o :rou 21JI4 putt1.116 that 111 vr1 t1Dg for • ' 

No, I ' d be glad ~ dD that . I ''" - I haft ha4 pre­pal'ed here a nry l ong letter t o :rou on the aubJeot , but I t:b1Jilt lt ' a ~ better Just ~ pat 1t qry br1erlJ an4 a~lJ tb1a •J· 
Yell , U JOu would, I ' d - I 'd appreciate 1t. !low, Wbat 4oea that meant 

Vall , that Deana that 1t' e uP t o the Geraan OoYerDIICDt to proYa to JOur people ••••• 

• • • • • • tbe t the ac t1on wt.1 oh 1 t ».7 take 1a aa tle tao toi'J and that l t offers conY11lc1ng n14ence tlat tile legal obJect1ona VbJ.cb ve nov han h&n been re.:110Yad. 

Regraded Unclassified



I!ICJr: 

II: 

IIJ.!Jr: 

II: 

IIJ.:Jr: 

II: 

m(Jr: 

m~Jr: 

V: 

iD!Jr: 

V: 

H!'.Jr: 

II: 

Hl!Jr: 

W: 

lw.Jr: 

\.'· 

- 2 -

I .... In other wl'Aa, ~.,. - ~.,.,.,. SO' 'o prow 
good faith. 

!bat'• u- ~''• u. low, •1 own.,,,.,. •'rong beUet, 
and I ~111k )'ou1ll acre• at'•r :rou•w red ~' oable, 
to wh1oh I refei'Nd ~~ other da)' when VII were talking.,,, 

Yu. 
My etrong belief 1e that they oan•t poea1bl)' do it. 
'l'bey'd haYe to retona th81r entire polloy 1n ol'Aer to 
do 1t. 

Vell, I'd like th1e ae110randua tor two reaeone: P1ret, it'• eo 111portant I want 1 t 1n vr1 t1ng; aD4 1D the aeoood 
plaoe, I vant to ahov 1t t o the Preeldent. 

!bat'• all right. 

But I -- I don't • • • • • • 

' But botli of ua -- Mr. Hull and m.yeelt, are nry etro1rutlll 
ot tbe bel1et that no &g!'lemeot of any ldnd ahould be 
entered into v1 th the Gel'lll&ll Gonrnment on th1a utter; 
that 1 t ahould be ent1rel)' u1lateral action taieo on 
their ovn 1n1t1at1ve. 

Well nov, 1f you'd put that ln •••• • • 

I'll be glad to. 

All4 then - and do :rou th111k :rou oan get U to • t0110rrov 
morn1ngt 

Yee, indeed. 

And then -- I'd Ulte to Bbov 1t to the Pree1dent. 

All right, Hen!')', I'll get 1t over to you. 

And 1f he approvea, why I'll follow :pour adv1oa. 

All right. 

'l'hanlt you. 

Not a bit. Good bye. 
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TO 

TREASURY DEPARTMENT 

INTER OFPICIE COMMUNICATION 

S..Mal7 ... , ... 

L 1. hl., h. 

I .,...._. tut :roa laftte to JOV ott1M ne toU..U. ...... 

ot tilt IAcol att.tta 

{F.// 

~n.e. -..u.c­
--..ra. :a;.. 1. 
~.u. --..rl 
w-lloli, I. p. 
Ooz, OMa' I. 
o•C..ell, z. z. 
--.twc, ~A. Zr. 
11 .. , ..... o. 
Ka4N, c. 1.. 

, 
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............ - 10, 19)9 

Ill .u-aloa cu. Ill'. lrlco7h· :n-Sal o-lor of the 

ArpaU.,. lallaaq, Ill'. lrlp,ea l...Ue4 -.\bu w wnl4 lie JII'IIJIIftt. 

\o tvllhb <Iollar embllap ••b•t pl4 oolla\enl 'llblob, luha4 of 

bolA& elllppe4 \0 the 1Ja1\e4 hat••• w'lllol. 'M belol. for 0111' - la 

Arpa\laa, b laahhol. \bat \ba ebl~ll\ of nab plol. w'lllol. ol.ea\ro)' 

pal>Uo coatlol.e""• la the o«n_,-, 'llblob wnl4 'M \be oa1T reaeoa f• 

.,.,.U& 1aw nab • t ......... u-. 

Uhr cou'lll.Uac Ill'. llorpatllul, a4rlee4 Ill', 1r1&07h \bat w 

co'lll4 aot ~ .. to \bia proce4m'e " U la4 ,........ MOll 4oae 'Mf-. 
ea4 we ol.eolol.e4 that tbe faclUUea 'llblcb \IMI 11. 8. !1'.......,. 001114 off• 

to tbo .t.rpaUaa !rOilii'QJ')' oa • hobllloal baah ..... Ualte4. 

It •• ~Hoi. that 'lr•nr7 wo'lllol. AO\ ol.e.,.lop tbeoe llapUaUou 

U7 twtbar u\ll a .., ... propl\lou u ... 
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.• 

Approx1eatel7 5/10/3~ 

Suggeation for a aan to head up tne War 
Induatri ea Board: 

: 25 

• 
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&pprox 1/10/38 

Mr. Buu llaJTh gan thh propoae4 plan to the hor••ai'J 
• • hie auggeat1on in oaae ot war. 

' 
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Ill'. t. lld,..a, aoc...,.SM '117 Ill', JlarUace 'llllaa, oallM Ulle 8lll'a1ac 

u4 .. , s.ore~ llor.-tbA a4 Ill', '-"'-4. 

f'l>t occao1o• ot Ill', 1181-'• oall ae to abiee tile leare\&J7 U.t lie 

1114 *~ appoillttd tile Japot.lle .. l'iullo1&1 aoai .. lour to \be U'll1tecl ..... 

Ol!dcb •• a ,..,. poot, tllh coaiaot llaYiJII llereiotore ben lleedlecl tllr...,P 

looll4on. llr. lh~ eiatecl be 414 DO\ lleYe aqilliJII epeclal to cllecue at 

tbt prelllll U•: tllet he ae a baebr •cl eoi a poUUciaD, &Del bacl liMa 

c.fttd for thh Job, Be hopecl t.llat ello'ta1cl occaeloa arlee be co11lcl caU QC11a 

tbl Secre~ for 1oto,..Uoa aD4 abice coDO&I'DiJII .Japot.lle-rica. tiaMlal 

relaUollo. 

llr. llor,...tlleu upreeeecl hh w1lUJIIDI•• to lien Ill', 11e1JU& cell'IIIPOD 

ld.e wllentnr lie bacl aqiii1JII ot i.lp>riazlce to cllecu ... 

11r. llorcentlleu illquirtd ot Ill'. 11 o1- ae to the reaeoa for tbe receat 

&4......,, ill tile price ot eilk. . Ill', WlelJU& eiatecl la hle op1aloa thle •• 

4ne tc the tact t.llat torel.p nobenp cl1tf1cu1U .. createcl '117 ibe ar pr.­

""'&4 tb• !...,. bQJiac cottoa aD4 woocl ~ tl'oa .t.MI'ica. !hlo CIIDaecl ~ 

to ute 1101'8 dUe illtenalq to replace cotwa ucl 1\ ae th1e tacreaeecl "-"4 

for ollk rithla Japu tllet -eel ibe ~ price, 

llr. 1111,..__ 1D uowr to Ill'. llor.-tiiA'o 1aqu1..,-, etetecl tllet 1D hle 

opi.Dlo,. the Baelt ot .1.,.. wo1llcl a1Dta1D tbeir ,..._ pl.cl nook &Del aleo 

lhoQcht \bat the pro .. at price ot tile 7*> llhft1cl be •1Di&iaecl. DT clleDp 

l.a ihh rate woul.cl oauoe -· clhlocaUoa to tbeir ecol!oOIQ' .. tbe7 wre -

-~l"h.c to holcl 1Dt-1 price clo•. file ehlPMDh at preont coa1Dc tl'oa 

Jll*a conohtecl of -~ plcl &Del be hopecl tbq woul.cl be able to •lataia 

tblil" 'XChaace• '117 ob.l.p.ue ot ...,.1711Decl plcl oal7 w1 ,_, clrawllll oa ibelr 

otbel- reeovoee. 
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... ,..t&J7 ........ 

' 1, 1. r~, lr • • 

br IlK W•W''" 

fte alai .... \ .t ' 3 .. t.. AlliiN-- lliUl\t I dr ' te 

11Ua ~ wUlM "''"eef ,._ Gow' r _,,_. UU .,.._., • ... 

,_,... ~ -- l la11e .,.. ,., 'liMo 

n. ....,. ftl• of u. n1,.., u JMa u.. eaoo, ... -. 
\llont•re, M ~ 1ate...U,. n. laiW ,_,.. ..,._.. ._... 1a 

a.. loJtr wUl alp aU an ..,."7 ,..... u .,.., ter llN 1 
•• '• 

ltiUpa iJinr1oM wlU M ,.._ _,.. of 1a .. left ... 1ILUed te 

hhualor 111111 ''· 

(lt'r1tten 1n. H. M.Jr' a own handwriti ng: ) 

Dear 1 ll1ee:r• : 

Ho~e champagne holds out on !£! night. 

H, M, Jr. 

tow to F,R,l o'--

-

• 

:31 
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Or1g. or memo to Beoy rrom Foley oonoern1ng ehlpment or 
champagne !rom Ambassador Bull1tt. 

Note rrom F.D.R. - 1 MEMO FOR THE P. B. Thank him and prepare 
a letter to Bill.• 

Ltr to Min LeRand tro• Hugh B. Robin110n, U. 8.L1nes, Parle, 
re caaee ot champagne rrom Bull1ttee 

Ltr to J.T.Franke, Baggage Agent, I .Y. t~ B.B.Robineon 

Ltr to IUu LeBand trom J.T.Franke 

Ltr to lUes LeBand trom Howard FTfe, U.B.Despatch AgenoJ 

Mlmoegre,phed tom tor signature ( Oustome Berrtoe l 

Dutiable Consumption Entry blank 

Single Consumption Entr7 Bond blank 

Pro Forma Invoice blank 

Regraded Unclassified



A\ ... lM! ... I ) 

..., ""' 
la91 .. af\M~ ............. 

... , ... - ~ ., ... v...r •••• .,. ... 

.A.ut.ua\ .._._,. at U.. '"' I M\0. la 

.... ~. '" ..... , •• 91\ll .... ,_ .. ., 
le\\ere ....n-., \el.,..m mU..I'lmUme 
tar u.. pa et • • _. u.. r.Mrs.1 •-._ 
at ... TM ., ftaml "-"' af Ula llllW 
hate• ,, .u ..... .....,. '""•• 1 ,, .- •n­
...... I.e\ at liM, I Mft mUial'l_. *· I , I , 
leU, Aeele\e\ \a \M IHI'eUJ7, \a d. _. 
le\\ere. .a. ...,. .r .., mUial'lm\lM \e *· Jell 
h aaela-' ,,,. ,_ ,.,.,_"·· 

Ia ,..,.. ._, ,_ '-lr..,." _u .. 
91\ll ........ ., ... .,, .. .u ......... .,. 
at \M trn 1 at ..... ell- r= h• mUial'l -
•Um, \Mft 9111 " ,..,,_ .. 1a Ula ,._.., 
--'""' ••• w ....... 9111" .......... 
IHN\er7 er ......_, .._.la"F If Ula "'' I 
~la I ten .... ell-,_,, X 
mt.llerimU••· •• •• .,,., 9111" flrnl.,. 
" ,_ "MM ... 9111 •• '"' .... n .. m...n-
"- .......... u . 

~-. .,.., .... 

'"" \ftlF ,_ •• 

\ 

:.33 

• 

I 
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lAY &I-

... ,, 
......... &..U.el. ' .. 

s..~ .................. 
&aoo•wuns \e .. I rill •-•• ...._ ,_ 

- ,..., ......... a..... ........ I ill 

U- _. w• &•Ins w&a N II r• ...... 
,.. sa el sll- 'llr *' .,.. m ftoml ..... , ........................ ., 
.... •'- •u I m Aet el .... .............. , .. ,.,._ ...... 
.. I _. '-''"" w&U .. ... .. ..... 

M •a 1 o 'llr ,_ • • • elftm el 

-· --. ' ft I, '1 I lei .......... M ..... _...,. 

lan•s .... st \M.. I .... 
' 

...a•.-

134 
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I 

TREASUftY DEPA RTMENT 

..... 1!.T 8, 1938. 

To llr, llcllo7J10lde 

OCO• l ouueoto4 , t hon!oro , t o Mr. lloll that .,......,._.te 'bo -.41 t o 

aeh..mlo tho olbu parchuo eaaoo eo that ou 11,..taro a 4aT '001114 do 

for tho AcUQC hcrotaJ7 , Mr. lloll t h l1l t o olp tho la41TidDal lo\\oro 

to tho Podoral Rouno ~. !bh ai'I'&QCO .. Ilt hao 'boon wotb4 end u4 

tho attacho4 paporo, U' a11!D14, will o.Ul o u t o hlol oDe flll'ther 

du!ral>ll otop i a t h o -'"" of -11 o1p1q. 
,-

+--- · 
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•• 

:36 

........ .., 10, 19)9 

llr • .U\olli a-. Pol11!1 1Ua1oter ot ladllotiT u4 c-ao; Mr • 

.t.h~4• Joblalnkl, tbe 'nae 1Ua1ner ot aa-ntaaUoao; •4 Mr • .t..acoaat 

Za1111d, Prto14.,.\ of tbe Pol11!1-.l.Mrla&D Obaabor ot o-..e, heo14at ot 

tbe l!lllli: of o-erae, u4 toraer 1Ua1ahr ot l'orelp Mtalu, -OIIPU1•4 

bJ Cowl\ Potooll:i, Polilh .t.ab&ooa4or, called. 'QPOD tho lllal'•t&IT th11 IIOnliJic. 

11r, Lochhead •• abo F.•-'· 
llr, loaD expla1,..4 brl~ tbat Pola4 ae 1.a fiYOl' ot leol'lt&IT 

!lUll'• poUc7 ot treed.oe ot \1'141, ba.t alai.M4 tbat Polaa4, ae .. u u otbel' 

proceu, tor th• to 'or.U • ..., froa the barter •tho4. Be 1114 tbat 1t a 

t...ae IICJ'M•Dt •• coDclu4e4 'oat .. .,. Polaa4 1114 tbe 1Ja1ta4 Statu there '1111114 

be l.aMdiatelJ u .a ...... trat. b&laaoe apiut Polaa4 u tbe 1Ja1tl4 ltatao 

lw.4 all oorh ot aoota that Polaa4 co11l4 .,. .. , ,....._, Polaa4 414 DOt -· aD1' 

coo4a 'I!Uch co1114 'ol Ulipped. 1.a t"1Dtit7 to tbe 1Jaited. ltatea. Be t~ 

lhh qu.oUoD 'I011l.4 lan to 'ol -loped •4 -uoaed. tlat Polaad. co11l4 

-actve clau .,., alathiJic •4 tab tba place 1.a tba liUted. Stat•• -.rket 

t'bat •• for.erlJ held. b7 Caec!loalonkia, 

llr. llor~eDtlau expruoed. tha dao1r• t o 'oe of wbahnr aeoiotaDae pooli'blo 

to llr, Romu 4l>r1Dc hie ot17, to which otter Mr. a- expruoed. hie approciaUo• 

but &4414 tbat llorot&~T l!opklaa of o-c• Depal'•Dt •• tvlliohiDC tba 

•oceooar7 CODtach with tba llbited. ltatoo•lnlal•••- liP tc tba proa•t t~. 

~. 
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DEPARTMENT OF STATE 
137 

OIY .. IOH OC' PRO I 0CCJL 

Kay 8, 1939 

If¥ dear ltr. ltieley: 

In acoordanoe with your requeat, 
I am enclo.dng a oopy of the letter 
sent to you on lla)' 1. 

In regard to tbe suggestion that 
the Secretary of the Treasury llight wish 
tc r eceive these _gentl-en on the morning 
of llay 9 at either 10:30 or 11:00 o 1 oloolc, 
aay I now suggest tbet another day be 
chosen, as that day is quite well filled 
with appointments for th•, including one 
at tbe White Bouse, the hour o! whiob 
llas not yet been set . The l!llbassy 
llas just told ae tbet the aorning ot 
llay 10 would be a good tiae for thea 
to see the Secretary of the Treasury. 

Sincerely yours, 

I /) ~J'f1::'-aba~Sp~ l);),J 
' 

• 

• 

I 
f , -. 

!t I 
/(, 

.. 
, 

.. ~ 

• 

~-' .. 
" . 
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• COPY GLW 

Mq 1, 1939 

llY dear llr. UeleT 1 

With reference to our telephone conversation, 
the names of the three Polish officials who will be 
in Washington f rom Kay 8 to 12 and whoa the Polish 
Ambassador desires to present to the Secretary of the 
Tr easury are as follows: 

Mr. Antoni Roman, Polish llinister of Industr,. 
and Co•erce 

Mr • .Ueksander Bobkowski, the Vice lliniater 
of Co•aun 1 cations 

Mr. August Zaleski, President of the Pollsb­
A!Ierican Chaaber of C:O..erce, President or 
the Bank of eom.erce, and foraer llinister 
of Foreign Affairs. 

I should appreciate hearing froa you at your 
earliest convenience in regard to the tillle which will 
be most convenient for the Secretary to receive these 
gentlemen. I understand that thaT will be received 
by the Secretary of Commerce at 11:30 a.m. on Kay 9. 
Accordingly, it is suggested that the Secretary may 
wish to receive these gentlemen for a briefperiod 
at either 10:30 or ll:OO a . a. that aorn1ng . llaturall)' 
tr these time are inconvenient we can discuss tbe 
tille of the appointment at a later date. 

A s1111lar letter 11 being sent to llr • .Jaaes D. 
I.e Cron, Assistant to the Secretary of Asriculture. 

Ve.ry. sincerely yours , 

H. Charles Spruka 
Acting Chief, Divisioa of Protocol 

Mr • .John Kiele71 
Assistatnt to the Secretary of the Treasury, 

Treasur,. Departaent~ 
Washington, D. c. 

.· 
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TRE.-SURY DD'AIITMIINT :39 

'"'"' 

seoretar7 Morgentbau 

llr. White 

JUAJI 

Eatiaated Golcl Bolcl1nga 
aa or Ma7 1, 1939 

Gold et oelta on llaroh 1, 1937 ...•.....•• 

Produo t1on rroa llaroh 1, 1937 throu&b 
llay 1 , 1939 ($5 a1ll1on a a onth. Th1a 
1a the t1gure uauall7 aooapted but •• 
reel 1t 1a too h1f!P b7 •o• $1 to $2 
m1ll1on a 110nth. ) • •.........•.. • . . .•• 

!leGovery or pr1-.a telJ held gold . , .. • .•• 

Holding or Banke or Taiwan and Oho .. n •• 

Expor ts rroa l&aroh 1, 1937 throu&b 
Apr1l 28, 19 39 .••.......... . .....•• . • 

Gold under earaarlt lla7 3, 1939 .••• ·• · • • 

Eat1llated gold hold1nga Ma7 1, 1939 .... 
(Our own c ct1•te 1e thet the7 han rroa 
~150 to $175 a1ll1on or gold. ) 

DAft Jla7 10, 19J9 

t469 a1ll1on 

lJO 

50 

..!2 
$664 
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UD1ted stat .. l'llrallue• ot Gold r.- J..,.a 

b,T craarMN II1Doe 1937 

1937- I 
n 
m 
IV 

1938 - I 
n 
In 
IV 

1939 -I 

( lli llilllou or clollaJ'II) 

• s.7 
41.9 

1.27.1 
7S.8 

4.S 
S1.1 
42.4 
42.8 

62.6 

140 
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Tll11 WU g1ftll IO Ue leoN~ bJ lull llanie. 
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4 crw. J[ecllinuy 
JJ bbJ.e, •itch H&ae1 
11 bel•• 014 Olioku ru.tbull 
6 bllte Silk Piece Goo4a 
s 1111bxd. Autoe 
6 ch velvet Piece Goo4a 
a 1111ea !lew ruratina 

83 bU. Rough Steal rorginga 
lJ Cl o J: .J),TI'Uek .Aaa•bl)< Pte.) 
7 ea. (6) I . D. Autoa ) 
4 bu., 1 crt ... cey. a Pta. 
55 ca. roy• 

100 orta . •uhing .. ellinea 
14 11l!bx.d . Auto• 
16 tl, SliD OlataN 
28 eQ~a,J[oth ·Paper :a-ge 

••• aere7 ... .,. Co. lao, 
••• tba a. •• tiekhaoa co. 
•• • •---~ Ita- Corp. 
••• •• .& ... -..ott 

< no lta4ebakel' bport Corp. 
••• ••Je•t1e Sbipping cl PW«coco. 
••• Paeitie ••l'llban41ae Co.lllc. ••• fb• ·• ... Co. 

__ ,....._Chr;raler axport Corp. 

••• Do Co .&adrew a Co.Iao. 
•• • I . t • ••I'OheAliaa Co.lllc, 
• • • I.. 'f. ..l'llel' a Co. llle • 

.--• Oenaral •otora Ot'eraeee 
••• 1 . Ye .. rclw..atae Co. IDC. 

6 eQ~a , Fibre Board Box•• with rru•• I D r ... ltoNtll Corp. 
348 liege Para!tine ftlt ••• •• Pl&cer 
68 double bega llaw Gua COp a • • . •• 11. Scheel IDe • 

168 ctne • 120 ca.GrapeJuica 
61 etna, tomato JUiee, l8 ctna.GrapeJel~ .. Walch Grape .roiee Co. 
29 ct. '1')'p1111ri tera ••• Duos llbipping Co, 
ll ea. (12) JC D Autoa ... so o ;Chr:yaler Corp. ~rt Div. 

736 bags Sugar • •• Sqar bport Corp. 
13 balM Horaehair .. • I, ...... a Co. Ine. 
18 bxao Sheet Zinc ,. • l.o B. tilaon Ino • 
32 ca. ••tal • •, HilDa ..... r 
2 Clo Prin t ing a Ad4rNaiq .. cey.Pta •• c . a. Honboatel Co. 

ll ea., 1 e tala. 
1 

1 b4l.Auto parte ) •.. ft• Sta4ebaur bport Co,rrp~~oc-· 
6 ea., 1 b4l., a loo .. ~u Pta.) 

88 ea. Di ttapbonea a Acoeaa.) • • • fta Dictaphone Corp • 
82 ea. Jllcor4 B'anka ) 
8 cao Kachinary 
1~ bbla. Paraffine all• 
100 tea. Oleo Oil 

a bu, Dcey, 8 b4la.Wbee1barroW 
l bx, Laun4r:r 'lr inger Pta • ) 
l ptg. nec . Ironer Pte. ) 
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Scorctnry ot Stntt, 

GRAY 

Berlin 

Doted llay 10, 1939 

Reo 1d 2 a06 p .m. 

l'o . 26 FO:'! TREASURY PROO REATR. 

146 

The Rcichsbnnk statEment tor the first we~ in 

llny showed no cncngts in the month ot particular note. 

As usua l for the f irst week in the month there was a 

dccrcast in currency circulation but ~hE f i gure ot 

101 438 million mcrks is still somE 87 million marks 

higher tlun r.t tht end thE first wttk 1n Aprile 

.o\ftcr r. sli;;Lt gcnEl"'l1 improvEment at the rnd ot 

April atook quot~.t1:ms declined again so th:lt th£ 

Rei ch ata tiationl office•• short index tor thE first 

ueck in Mny was 1~2.06 (1924-1926 equals lOr). l.ith the . 
EXCEption of thE f~st WEEk in April ~hen tt r<ll to 

102 .5~ thts is the lowest index figure tor et~~~ sinGE 

A\'K\ " ~9~8 'llhtn t.bt index stood l't 102 .16, 

OHI.i:J lfl 

OC'Of I I ~· . Li 

1•• r _,.,., • ~.,, ·"1 

.. ~ ..- . ' ~ 
, . .awco c~._ ..,,.: 

JC(l.l( 
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Secretary of St~tE , 

Washington. 

656, Ully 10, 5 P• m, 

GRAY 

London 

DatEd May 10~ 19:59 

Rtc ' d 1:56 P• m. 

:47 

!!'OR TREASURY FROM Bll'l"l'ERI'IOR'l'H , 

Yesterday's som£wbat optimistic mood of tht city 

has bttn furthEr EXtEndEd today but incipiEnt hopEful­

nESS of individuals arisEs out ~r sundry and oftEn 

divtr3tnt viEws on thE coursE of European ~vEnts , But 

fact is thnt the London stock ExchangE has again bEEn 

strong and on a largEr turnovEr today , AnothEr s1~ 

ot tht momEnt is thE disappearancE ot tht premium on 

dollar notts of which incidentally thtrt is a plentiful 

supply in tht banks. Tht f oreign txchangt market was 

mort activE and for thE firs t time tor many days the 

British authorities did not haVE to supply dollars ; 

thty did opEratE in thE forward mnrktt at l-5/16 , GOld 

was fiXEd at parity and of th£ 125 bars sold 25 wtrt 

marritd. Th£ British fund suppli ed a fair amount ; 

l!:AmUtl Jlontaflll was again tht 

CSB 

bi3 buyer. _ ,, \1 
u 'l\1\:l" J 

KEifliEDY 

Or · . ' I ' '• . 

' 
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rAJW>..U or "'"" ucw:wu 
ftOila AMrloaD LeaaUoa, hlen4•, tqoelana 

D.t.fl1 llaJ 10, 11., 6 P••• 

JO,a 1111 

OOJJ'IDII!IAL. 

:.48 

A poll u•horltJ bu 1atone4 •• tllat tlae JaUoal 

BUk ( eo ,000 tJ.losraa) 1e eblpplac ue •Ure pl4 :re­

aert"ea •o Lolldoa. 

LAD, 

~1Lft 

• 
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p.AJW'BII,Ad OF DLKGIWl RJIOKIYD 

rROM1 AMr1ou lllluq, Pari&, rranoe 

DJ.TI: ll&J 10, 1939, 4. p.a. 

10.1 918 

J'OR TUlltJRT. 

OOJriDDTUL. 

I n a quiet excb.&Dee aarlte~ here ~od&J, curriiDCiee 

were f1:ra. /.pp&reD~l:r ~ere -· DO 1D~erTCIUOD bJ ~he 

fUnd. ID&cUYe and 1rregv.lar aeourU:r aulte~, wUh 

fT&ct 1onel loaaea in ren~ee. 

Tcda:r'• ftll&llc1&1 pr .. a giTee &UenUon ~o repor~ed 

e.ot1Y1Uee in LcndCil locking ~o po .. ible foreip oredUa 

and in pe.rUouler to coun~r1ee of oen~r&l and e&ateru 

!:urope. An article 1D Jotlt•D IIDU8'l'RIKLLI aenuona 

t b.e CCID1Dg YieU ~0 the UnHed 8t&~ee of Hu4eon, and 

nO&lla ~-~ he had &lr~ had negoUaUona wHh 

Buchu .. ~. 

BULLift. 

:U:Lft 
IJ • 

• .· Regraded Unclassified
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G67, Lay 11, 6 p.m. 
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LONDON 

DatEd !lay 11, 1939 

REcEived 2 :05 p. m. 
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FOR TREASURY FRO!: BUTTERWOR'l'H. 

Sentiment in thE city continues morE optimistic but 

the London Sto~k ExchangE has been leas strong today 

than yesterday. ThE foreign txohanac markEt continues 

rather inaotive but again today the British authorities 

han not had to operate in the apot dollar carkct . ThEy 

have done so in thE forward markEt at 1 11/32~ 123 bare 

were sold at gold fixing or which 39 were married and a 

rew supplied by thE British fund . ~,.era w.:re pro-rated 

to 45% of rEquirements . 

KENNEDY 

HPD 
OJVI]:>l ll 

or?f I I ~ .1,1 

1;1 .. · , ... ,_,111' '"'•··n 
r ~ ' .. ~~~' 

'l'llt .M • .7\.-...,.. ..... 
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p.AJW'JIIUU OJ' 'l'J:L-.AK UO&IVED 

OJY JJJ~P. 
nlCih AaerioaD ~.,. , Parh, J'raDoe •· • 

DATil 11aT 11, 19S9, 8 p .a. 

JO.I 837 

POR !RUIUllT. 

""I ~· r v •• 

On the exoh&n&e aarkn tradl. ng waa dul.1, w111h 

continental ourrenoiee elishtlJ lower than at oloeins 

yeaterda7. A a all ..aunt of dollar• -• obtained bJ 

the fund. On the .. our1t7 marke1i buainaea -• a1110at 

at a atandet111, rentee traoUonall7 lower, with a1aoet 

no change 1D other .. our1t1ae. 

The 11&7 ' etat•ent of the Bank of J'ranoa which 

waa haued toda7 abow8 that oo.aero1&1 a4n.nc .. daoraaeed 

by 801 aillione, with an 1noraaae of 68'7 ID1111one in note 

ciroul.ation. Thera waa a d eoraaaa of 1,8'2 aillione 

i n depoa1ta; so1d r .. arYa rat .. 83.?1 Yeraue 83.M. 

For tba aonth of April official atatiatic a on J'renoh 

eoonoaio a1tuat1on ehow tbat oap1ta1 iaauee aaouDted to 

4.0' a1111on franca u o011p&1'ad nth the aonth of ll&roh 

when t h8J were 4o01; tar the aonth of February th8J were 

3?8, and for the aonth of J'&DU&rJ !80. Jo ob&Die in 

general index of wbo1eeale prioae, wbioll 1a 881. Jo 

change 1D i ndex of ....rtable r&YCIIle aaourttiea, wb.ioll 

h 288; aligllt taproY•ent tn tilted rPelllle aaour1t1ea. 

J'or the 11011th of ll&roh the prodWIUOD index aaYecl vp frc. 

80 to 93. 
Btn.Ln'T. 

U:Lft 
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Present: Mr. Dougbton 
Mr. Cooper 
Mr. Hanea 
Mr. Gaston 
Mre. notr. 

Kar .u. 1939 
91,0 • • • • 

H.M.Jr: Where bATe you ai.aaionariea beent 

Cooper: The New York '1'1mea ¥111 tell ycu the etory. 

Doughten: Where 41d the New York !ioea get tbatt 

'r2 -.J 

H.II .Jr: I oan ral.se my right band and eay that I 41d not 
talk. 

Doughten: In our conTersation yesterday v1th Pat Harrison ve 
did not go 1nto any detail• like that . 

Cooper: No , not any ot those detal.la. There vas no oooas1on 
yesterday to say that we had had a oonterenoe with 
t he press. 

Doughten: 'l'he President suggested that a oertal.n program be laid 
before certain tollts . Just wbat vas t he understand1ngt 
Who vas to report on that oonterencet Vas I to do it 
or yout 

B. H.Jr: He aalted ycu to talk it oTer vi th Pat Harr1Bon, ae I 
recember 1t. 

Cooper: llhen a tuture oonterenoe be ha4 that ve aalt a Senator 
to oome along and that that inT1ta t1on to the Senator 
should oome trom the Prea1dent and no t trom us. 

H. l·l . Jr: llhen yo~ were up there tallt1ng to Pat Harrison, all 
thia etutt about your being here vaa not discusaed. 

D: and 0: No, not at all. 

Cooper: 'l'he t1rst intimation I ha4 that anything vas known 
about a oonterence at the Vh1te House vas at sleTen 
o 'oloolt last night vhen a nevapaper aan called me and 
told me that there would be a atory 1n the New York 
'1'1mes that the three ot ue ha4 been v1 th the Preaideat 
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H.!I.Jr: 

Cooper: 

.• 

- 2 -
:53 

and then he vent on to say just What the article con­
t ained. I told him that I could not tell hlm anything 
about it; that I had not been to the White House today. 
Then he asked it I had been there any time recent ly and 
I said that I could not comment on that. Later three 
other newspaper men called me . I did not tell anybody 
nnything. 

You !mow I did not talk. 

They made one mistake in the article. They had the 
oonterence as yesterday morning. The newspaper men 
also asked me it Doughten was at the wblte House 
yesterday and I said I did not know; that our Committee 
met at eleven o'clock and worked until atter tive and 
I did not see ~nen he had time to go there. 

Doughten; The newspaper men did not call me. 

H.!: .Jr: They can't call me because my phone is not listed. 

Now, gentlemen, I have to taoe the music at my press 
oonterence at 10:30. I want your advice as to what 
I am going to say. I cannot duck it. 

Dough ten: I can't tell you what to say. I think there has been 
a little misunderstanding. 

(H . S.K. lett the room.) 

(In s treet) Doughten said t hat the newspaper men kept asking 
Why he did not ca11 the Secretary and when he was 
going to call hllD up. It ie Doughten's understanding 
t hat he w~ not to call t he Secretary until we got 
t hings straightened out at thie end ot the avenue, 
and Doughten thlnks that he is being put on t he spot. 

(In ettect) 
Cooper : Ae tar as I am concerned I L~ going to stand pat. I 

am not going to do a t hing until we get some word. 

(In etteot) 
Dough ton: I have to take a 11 ttle d1tteront position. We are 

reoponsible tor the revenue and here are these taxes 
expiring that will mean the lose ot a lot ot revenuP 
and the least we can do will be to pass a resolution 
extending the nuisance taxes. 
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Cooper: 

.• 

- 3 -

I s it more our responeibility to have revenue than it 
1e for t he President and the Secretary of the 'rreasurJ' 

Dought on: I do not want to be blamed, 

H.H.Jr: I hnve to face the music at 10:30. Have you any 
objection if I continue to say that ae far as I am 
concerned I stand on my letter of March 3rdt 

Doughten: I have no suggestion or oritioiom to make what you aay 
to the prase. 

H.'! . Jr: I 111:1 just asking your advtoe. What else can I eaJ' 
You knov, Bob, I ao not bluffing. 

Doughten: But you are a practical. man. You want to pursue the 
Wisest plan in order to get your objective . I do not 
think you are ready to oo:11e up until you clear the 
atmosphere. 

H. ll .Jr: The Treasury is ready. I can oome up this morning. 

Doughten: If you want to come up right avay and throw us into 
confusion and let us have a fight with the bead of 
tho Government, then you are taking the first step 
t o oarry out your own purpose. 

H .l~ . Jr: 

Cooper: 

H.H.Jr: 

Cooper: 

I!. II .Jr: 

Cooper: 

H.H.Jr: 

Cooper: 

All I vant to say is that nothing baa happened between 
the Committee and myself to alter the exchange ot 
letters t hat ve bad on ~larch 3rd. 

You are not yet ready. 

Yee, I Bl:l , 

In view ot the conference we had yesterday, do you 
th ink it is proper tor you to come uyt 

Now that is something elee again. 

The other day you said there was nothing tor you to do 
but wait. 

I have been waiting since March 3rd. 

You have your data and i nformation prc•pared, but I alec 
say it is not the appropriate time r~r you to submit i t 
until you get a clearance rrcm the President. 
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Dough ton: 

H.!!.Jr: 

Cooper: 

- 4 -
:ss 

If 1t should become obvious that you cannot get an 
agreement , then I suggest that you come down, but until 
you despair and we know that it cannot be done, I do 
not think you ought to come up. 

Now let ' s forget me tor the minute. The President 
asked you gentlemen to see Pat Harrison and then to 
report back, so the next thing. to do is to report back. 

That is my understanding or our reason tor being here 
now. 

Dougbton: I do not knov whether you vant us to report cllrectly 
to the President or here now. 

H.M.Jr: After all, you are Chairman or one ot the most impor­
tant committees on the Hill. It you are asking me, I 
suggest that you call up the Presi dent and say, •we 
have seen Senator Harrison and we can report . • 

Doughten: I clld not want t o do that until I saw you. 

Cooper: 

'! . l: .Jr: 

•tr. Doughten called me yesterday and asked me what my 
understanding was that we reached a t the White House , 
and he said t hat he and I should talk to Senator 
Harrison and t1nd out what he thought or this proposed 
plan 1 , 2, 3, 4, 5· We clld that yesterday and are 
prepared to report. Doughten asked me then what I 
thought about the best course to take and he said, 
as he remembered it, you asked him to report back to 
you. I thought the President asked us to report back 
to him. 

The only place vhere I dirter is that Bob Doughten 
said, •Arter I have seen Senator Harrison would you 
like me to let you knov What happenat• and I said I 
would like it very much and I would appreciate it. 
Yesterday Bob Doughten called up and eaid, "I have 
seen Senator Harrison and any time tomorrow morning 
we can come down to see you.• 

Daughton: I oould not tell you everything over t he telephone. 

Telli ng me is not the same as telling the President. 
I have not seen Pat Harrison and it is up to you to 
call the White House and say that you and Jere are 
ready to come and tell him what has happened. It 
t hen leaves it up to the President ae to whether he 
vante to invite Senator Harrison down or not . 

• 

• 
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H . t~.Jr: 

Cooper; 

H.!' . Jr: 

Cooper: 

.· 

- 5 -

Call up the Whit e House and say that you and Jere 
have seen Pat Harrison and you two are ready to 
report . '!'bat leaves it up t o the President t o aak 

Hanes and me and Senat or Harrison down it be wants 

to , 

Or whether he vanta Bob Doughton and me t o come. 

I a?preoiate very much your courtesy in coming down 

to see me. 

:ss 

'!'be story 1n the newspaper i s what ac t ually happened 

when we saw Senat or Harrison. At one o'clock we called 

on Pat Harrison. Doughten, Pat Harrison and I vent to 

talk 1n Pat Harrison' s private room and Dougbton started 

a general conversation about tax ma~s and made no 

reference whatever to this conference we had had a t the 

'llbi te House and no reference t o this meeting. Pat 

Harrison was very tree in his suggestions and observa­

tions and there wa s no occasion to reter to the White 

House meeting. ~le simply asked what he would think ot 

a program l i ke this: Social Security taxes (we are 

taking care ot thea); extend exp~~ing excise taxes, 

• 

and then follow t hat by a consideration ot the tax­
exe~pt securities, and tollov that by a consideration 

ot so-called deterrent taxes to bueinese. There were 

tour items, you recall. 

'!'hen Pat Harrison said he did not think 1t would vork. 

It vas all right to handle Social Securi ty taxes as we 

were handling them, He did not t hink a Joint resolution 

extending excise taxes and doing nothing else would 

meet with ravor i n hie committee. It such a resolution 

came over in t be Senate , Pat Harri son's Finance Como1ttee 

would then want t o writ e 1n some or these provisions 

with respect to deterrent taxes t o business. However , 

Bob can check me i t I am in error, but I was very favor­

ably impressed v1th Pat Harri son's statement as to what 

he thought ought to be put i n. Be euggested a one-

year loss carry- over. He said he reached the conclu­

sion the~ he did not think we should repeal the capital 

stoc~ tax. Vi th respect to the excess profits tax 

he t hought we might provide tor a new declaration 
every year 1netead ot every two or three years , as it 

is now. I told h1m that we have t o watch thi s closely 

because capital stock taxes and exceaa protits taxea 

are related to each other. You want to watch them to 
keep rrom getting a loss o~ revenue. It 1n a part 1cular 
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year a man hae a low ino-• or tor eoH other reaeon 
he wants a low oapital etook, he ooul4 reduce hie total 
taxes. 

Gaston: They oould eave taxes that va:y. 

Hanes: We figured it ~ould mean a lose ot t27,000,000. 

Cooper: Why do the:y want an opportunity tor a ' new declaration 
every year1 Pat Harrison stated that he thought the 
oapi tal etoclt tax would have to be retained because 
ot the exoeaa profits tax. Be thought it ought to 
be ohanged eo that they could haTe a new declaration 
every year. Then he said he thought that the present 
corporation taxes on corporations below t25,000 net 
i ncome should be continued and that on corooratlone 
above t25,000 he thought it could be worked out eo 
t hat a tlat rate ot 18 or 1~~ could be applied to 
get the same amount ot mone:y. !hen to allov one or 
two years oarry-over ot business losses. And at that 
point he stopped. 

Doughten: He said that as tar as the tax-exempts were concerned 
there would be more opposition and to let t hat go over. 

H .~~ .Jr: 

Cooper: 

H .~ . Jr: 

Cooper: 

H.!!.Jr: 

Cooper: 

Doughten: 

I agree with you that what he is saying is a very 
modeet program. 

He mentioned the elimination ot t he $2,000 lialtat1on 
on oapital losses, but he vas not as speoit1c about 
t his as be wa s about t he othera. 

As long as you have to han a tax blll, t he door 18 
open. 

Ot course it ia. The great aietalte wae to ever let 
that 2-:year limitation go into etteot on corporate 
taxee. It vas Senator fi'alah' a propoeal -- thie 
2-year limitation. 

I gather trom what you aa:y that Pat Harrison vas in 
a very ••..•• 

•••• •• tine humor and apparentl:y in as goo~ a trame ot 
mind as any man I haTe talked to. 

I Will call the Preeident and tell him that a meeting 
vas held and it he does not want to euggest a conterenoe, 
I Will suggest one to him. It that does not work, I 
will then be able to tell :you Where I etand. 
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on t hese euggeetione, ae I have outlined Pat ' s Y1ewe, 
· on your new declaration every year with respect to 

t he excess prot1ts tax, tha t will run you a loss or 
827,000, 000. I think the proposed one- year carry­
over or business losses will mean a los s or revenue 
or $44, ooo.ooo. That will run you about S70, ooo.ooo. 

That is . taking an average figure . 

It is your estimate . It i s 
am accepting your estimate . 
lose or revenue. Nov where 
upt 

an honest estimate and I 
That is about a $70,000,000 

do you propose to make t hat 

Accord1~~to his figures, Pat eaye a tlat rate or about 
18 or 1~ would do it. The rate nov , JOU know, is 
l6t~ it all profits are pai d out and 19~ it none is 
paid out. 

l~ increase or tlat r ate on corporation tax producee 
875, 000. 000. On the capi tal stock tax, t hat is out. 

I think that is vise. 

I do not t hink that you can do anything better -- doing 
business i n the corporate torm ie a great advantage . 
EnJoying a s many advantages as people are by doing 
busi ness in corporate torm, I do not think it i s un­
reasonabl e to ask them to pay a corporate stock tax. 

(To Hr. Banes) On t he basie ot what Pat Harrison has 
suggested, I suggest t hat you reviee your tiguree. 

He did not say anything about t he uPper surtaxes' 
I am surprised and pleased. 

(Hr. Doughten and Mr. Cooper lett and Hanes and 
Gaston remained. ) 

This is the best meeting we have had. I told you 
last night, ·1ohnnie, that I vae down but not licked. 
It we oan k~ep Pat Harrison sweet, we still have a 
ohance . 

(Then Hr. Hanes lett and Gaeton remained. ) 

I reel aure t hat Hanea tol d all th1e etutr to Senator 
Harrieon and Senator Harrison told this to Turner 
Catledge. 
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!!!{Jr: Hello, 

Operator: Mr. Pierson. 

!il~Jr: 'l'hank you, 

0: Go ahead. 

rY.Jr: Hello. 
Warren 
P1er aon: Good morning, Hr, Seoretary. 

E:!Jr: Hov are yout 

P: Fine , thank you, air. 

Ma7 ll, 1939 
11:~5 a . a. 

HI!Jr: Can I sell you e.ny bonds i n Nioaraguat 

P: (Laughter) Well, I wouldn't l i ke t o t ake very many. 

:!.£0 

H!{Jr: I eee. Well, can I sell you a barge canal i n Nicaragua? 

P: Well, I don't think so. We might - - you might eell us 
a boat tor the river • ••• 

ID·!Jr: I see. 

?: 

!ll!Jr: 

P: 

!!I'.Jr: 

? : 

H!{Jr: 

P: 

!ili.Jr: 

?: 

•• • . • or tor t he lake. 

God, )'OU 1 re 11pugh I 

What vo~d you ,lllte to dot 

It 

What would you lllte to do , yeet 

Oh, I Just like to sit i n the bleachers and applaud the 
winner. 

(Lau~lter) Well , t here aeema to be some doubt ae to who 
von at the moment. 

Well, 11here are vet 

Well, we had it all arranged laet ni ght that we'd give 
the ee lade eome -- a 11 ttle e:mb•oge ored1 t tor t heir 
banlt , 

• 
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P: 
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Yeah. 

And that then we ' d -- we'd eend a good man or two down 
there to work with the road people and decide just 
exactly bow much ~oney they needed to do -- what they 
could pay tor it , and tha t was perfectly satisfactory 
to the Nicaraguan President When wo lett. Now later, 

. I am told by the State Department, tbat "bie advisors 
told him he has to have a figure t o point at when be 
leaves. So we're right baok Where we started. 

I see. I see. Well then, t here ' s nothing !or me to say 
•yea• or • no• on? · 

l guess not at the moment. 

Well, that's easy. 

We were -- we thought we bad something that nobody could 
complain about at all, you see, but -- in other words , • 
we put ott the evil day. 

m:Jr: l see. 11ell, U' you'll keep me postsd I'll appreciate 

P: 

l!!:Jr: 

? : 

!!!I.Jr: 

? : 

HHJr: 

P: 

Yes, l wa s -- called you last ni ght. You -- You'd lett 
t he office . 

That's right. 

Mr. Secretary •• •••• 

Please. 

•••••• ~e --we 're having a meeting at-- which Lochhead 
is attending, o! the bank • •••• 

Yes. 

• ••••• to discuss t his Spanish cotton proposition. 

l!l!Jr: Yeah. 

P: Now, I'm rememb~ring your remarks o! the other day, and 
tha t still holds, doesn ' t 1t' 

l!!!Jr: Yeah. Very definitely. 

? : Um-hm. .U.l right. That's What I wanted to know eapeoially. 
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Well ••••• . 

Lochhead Yill probabl)' tell )'OU about 1 t. 

Yeah. Well , ve thlnlt that -- I don• t kncv 
Who made -- I don 1 t thlnlt you ought to enter tnto anr 
negotiations until the Bpanleh Oonrnaent has v1tbdravn 
their suit. I don't think you ought to make it a 
pardon as though ve vere bargaining, you aeet 

No. 

No, it vould give the ~reasion that we were worried 
about it, 

No. 

!ll!Jr: And I -- I think ve should be able to say, •Yell, gentle­
Den, ae long as JOU are suing the United Statee -Governae\t 
Why we're not going to do any bueinesa v1th )'Ou. • 

P: 

HMJr: 

P: 

HMJr: 

P: 

!IJ.!Jr: 

P: 

Um-hm. 

And not tr7 to make it -- oh, pardon -- a bargaln. I 
don 1 t think ve can afford to bargain, 

\Jell.. . . . . . 

And Ed Fole)' is sitting here at •7 desk and he ia nodding 
hie head -- he agrees v1th me. 

I•a in eort of a spot here vith our State Department 
triende because the)' apparentl)' have listened to th1e 
aan and tbe7 are proposing to give h1a eome kind of an 
an aver, 

Well, ve have a repreeentative on the Board and if rou •re 
SOing to have an)' meeting he ' ll certainl7· •· ··· 

Yeah. 

And -- has it gotten that tart 

Well, I mean, all I kncv ie -- would I plea•* have a 
meetingt That's aa far ae it's got vitb ue. 

Well , if )'OU could do this for me before )'OU have the 
meeting - - sort ot write me a letter, or one to Lochhead 
and ear, 0¥111 you come to the aeeting to consider the 
following aubJecta•t You eeet 
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P: 

re!Jr: 

P: 

!<l!Jr : 

? : 

!!!!Jr: 

P: 

Hl'.Jr: 

P: 

lll!Jr: 

? : 

.• 

- ~ -

Yeah. 

Then we could prepare a letter to you and state our 
posi t1on. 

~/ell, now this meeting, we - - we 1 ve called it tor in 
about ten minutes. 

Oh I 

It-- it's at twelve o'clock today. 

llell t hen, you could say you talked to me over the 
telephone ••• • •. 

Yeah . 

.••••• and I ' m going to take t he position that we shouldn't 
even begin negotiations ••..•. 

Yeah . 

•••••• with the S9aniarda until t his t hing is settled. 
And I -- I ' m not going to budge. It t he President says 
he wants to change it all right. 

llell, that's tine. I told them yesterday t hat was your 
attitude. 

r:::Jr : IO'ell , we have to have some pride. 

?: Yeah. 

S::Jr: And -- and to go ahead and get halt way thrOugh with it, 
make a the au! t a part ot a bargain. 'l'ha t would be 
terrible I 

P: 

lr.!Jr: 

P: 

!ll!Jr : 

P: 

Yeah. 

Don't you think I'm right' 

I think you're right. or oourse, I think it's a eilly 
suit and we'll win it, but then ••••• 

Oh, yea. 

•••••• we want to wait-- let nature take ita oourae. 
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l!l!Jr: Well, ve don' t --we don't think that ve ahould put - ­
lend people the taxpayer• ' dollar• when t he Government 
is trying to oolleot tram ua. 

P: 

!!Jo!Jr: 

P: 

Yeah. I'm surprised at Sullivan and Oromvell; maybe I 
shouldn't be. 

Vell, that's a client. 

Yeah. I '• a laVJer too I 

D!Jr: 0 . X. No, but I -- I -- I ' • -- unless the President 
over-rules me, I'• not going to bu48e. 

P: Well , I'll make that poeition clear and I assume Lochhead 
vill do the s~e so •••••. 

!IY.Jr: Well, I don • t ltnov whether he hae gone but ••• •• • 

P: ' Vell , I'll do it. 

I 'd a ppreciate it. 

All right, si.r . 

HHJr: Foley is here and he 1 a in complete accord. 

P: Well , O. K. 

Hl'.Jr: Tb.ank you very much. 

P: Rigbto I 
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Operat or: Go ahead. 

Hl!Jr: (Talki ng ae1de . ) 
Robert 
Doughten: Hello . 

HJ'.Jr: (Aa1de: Just a second. ) Hello . 

D: 8eoretartt 

HII.Jr: Talk.1ng. 

D: Bob l>oughton. 

BJ.!Jr: Hov are yout 

Kay 11, 1939 
11:35 a . m. 

:Gs 

D: I'm t1ne thank you. I oomaun1oated vith the b1g Ch1et 
e1noe I lett dovn there. I 

Hl!Jr: YeBh. 

D: And I -- you could tell by b1a talk over the phone he'• 
1n a t1ne frame ot m1nd. 

Hl!Jr: He' 11 1n a good frame or m1n4t 

D: Yeah, he vas tine. I told b1m about the substance ot 
our conversation v1th Pat -- that i s , 1t he va s not 
v1lling to go along, it he vanted tb e matter taken up 
by a d1tterent way -- b ut he v ae reasonable about 1t 
and t hat I thought that it 1 t met bU approTal, 1t 
might be very helpfUl to have a oonterenoe - - you an4 
Pat and myael t and aaybe tvo ·or three more - - Jerry. 
And he aa1d, •nne, tine , • and ee t Monday afternoon a t 
tour thirty. 

!!l!Jr: Good I 

D: He ·said he' d call Pat. 

!!1tJr: Good 1 

D: Yeah. 

l!l{Jr: Vell t hat sounds good. 
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i!J.!Jr : 

D: 

!!l~Jr: 

D: 

!iJ.!Jr: 

D: 

J!l.!Jr: 

D: . 

m!Jr: 

D: 

!!llJr: 

D: 

J!l.!Jr: 
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so I told him -- I said, •I ' m very hopeful ot being able 
to work out somet hi ng and be eatia­
fied." He said he believed we oould. And now I guess 
that' s the shape I lett it in . 

Final Well , I think that that' s a litt le bi t more 
hopeful. 

• Oh, I'm reel i ng a good deal more hopeful about it, yea. 
Yes. I told him over the phone -- I said, •we Just 
have to do something anyhow.• I said, •we can't prevent 
t hem trcm doing something with the Senate , and the beat 
way to go along and get What we want , or what we think • 
1o reasonable and Ye agree on, 1& to start out all 
t ogether and show a disposition to do right about it -­
all aides and we won't have as muoh trouble as starting 
out in a wrangle about it.• 

Well , I think that's very encouraging. 

Yeah, I teel good over it right now. 

Well, I apprecia te your calling me, and t hat's four 
thirty Monday. I suppose I ..... . 

Four thirty Monday. Ot oouroe you'll be notified. 

I euppoae so. 

He said he ' d call Pat. 

Fine. 

All right. 

Thank you so much. 

You are very welcome, and good bye. 

Good bye, 

.· 
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The i'ollowlng h RII,J r ' • part ot hU oonnrutlon 
witll IIlia La Hand when he oalled h.r about 21111 Uda7l 

'Hello, 111 .. 1. Row are ;rou. 

llleay, :rou remember about a month or eo ago I oa.e 
out and I told JOU how when I went 1n to aee tha Pree14ent 
wHh Hanea and the Preelden'l; had not ea1d 'Row do JOU 4o1 

t o blmf Do :rou re~~e.t>er? 

lfhen we .. t the other daJ' at the Wn1 te ttouae I aaked 
to brlng Hanee along and the Prea1dant aa14 no - - the tae 
Doughten waa along. 

There la anotner meeting Monda:r w1tn Harrleon, 
Doughten, ~aelt and I think 1t la a great a1atake not to 
have Hanee there. 

Nobody knows that I am oall1ng. He la Under-aec-
retar:r and all that and 1t 1 a muoh eaaler tor me to have 
11111 pulling with ua tnan to have him teal that he haa been 
puahed outalde. I reallJ teal, tor hla aaka, quite 
strongly about it. 

Incidentally, I u oi8 toda,J . ' 

oOo-oOo 
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Lunch yesterday witn Tommie Coroaran. He 
etarted ott by aa;ring that he wanted to thank me tor 
appointing Foley beoauee he knew that cer tain people 
nere in tne Treasury were opposed to him on aooount 
ot Corcoran ' e triendahip tor h1lll . So I aaid , •well, 
whet you a re telling me ia you are tnanking me tor 
appointing him in spite ot you. • He laugned. 

:. sa 

Corcoran' s philosophy at present ie the f ollow­
ing: Ke said due to the ·raot tnat tne Ad.lllinistration 
ia a power house without any t ranamlasion wires, because 
all the Departments are torn asunder witn internal 
atrlte and politics -- not like the Treaaury, '!<hich 
baa been run without politics tor six yeare -- the Pree­
i dent oan't accomplish what he wante to. That, there­
t ore, he, Corcoran, hae come to the conclusion that the 
only t hing to do 1& to get Congress out ot town ae quickly 
aa poasible on acoount ot the situation abroad , and Neu­
trlll ity Act; get through a spending program,and do the 
oonatruotw tnings next year. 

Corcoran was Just burning with tury against A. A. 
Serle , because he had gone up to New York and talked to 
a Wra. Kerrick who, I think, is the head ot either Social 
Security or sometime like that tor the Federal Government 
tnd very close to the "Labor Party and La Guardia, and told 
her to cross Tom Corcoran and Cohen ott her list because 
the two ot them are heading the l'ar Party here 1n Wash­
ington and that he waa so turioue becauae he had been 
contacting t he Labor Party tor Roosevelt through ltrs . 
Herrick heretofore. Berle may be r ight, because during 
tne course ot the conversation Cor coran aaid that he 
would like to be tranaterred to the l'ar Department in 
order to get thing& done over ther e . Ke &aid it we 
wer e really going to get things done, the President would 
nave to fire about ten people 1n key poeitiona and he said 
the President waa too good-hearted to do anything like that. 

I told Cor coran that I felt that the policy that 
he waa talking about, ot doing nothing , wae the aoet sad 
and tragi c t h ing that I had heard in a long time. I told 
him t hat you never could elect a Democrat i c Preeident on 
an lllibi . He liked tnat . He aaid .you can only e lect 
a Republican on an alibi. I eaid if you didn't do the 
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dlffloult tb.inge th1e year we would leaft thea all Wlllone 
and tile meet aarnloue oe~p heuee tor the Republ1oane 
to run on. He ea1d all the Mabere ot the Cabinet and 
people around town appointed by the Prel1dent who were 
running for Prel14ent ehou.ld be told to atop 1t and get 
beb1nd Rooeevelt tor Pree1dent and then we would get eo .. -
•here. He doll not try to h1de the taot that he 1e openly 
•orltlng f or Rooeevelt t or a third term. 

269 
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