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2/8/40 .. ....... . . . . . . . . . .... . . . . . ..... . ... . 

c) Trapbagen'a letter- 2/7/40 •• • ••• • ••••••••• 

-II-

llexico 
See Silver 

-H-
Jorway 

See War ConditiODI 

-P-
l'llrohaaing, Gowez-lllt 

Interdepertillentel 0-.tttee for purohaae of lliliter,y 
and naval auppliea, et cetera: 

Wilson Packinc Oa~~ letter concerninc pork 
and lerd export trade with United ltingda1 
referred to I!IIJ'r by Wallace- 2/8/40 ••••••••••• 

a) Sbipp1ng probl• diacuesed in 
Barrie •110re!ldla - 2/1.3/40 . ............. • 

Book Pap 

240 .34.3 

90,105,106, 
255,.396 
241 

1.3.3,165 

157 

158 

20.3 
220 

149 

406 

Regraded Uclassified



• ro ,,. • • ·~ .., ... , .i ~ ~ ' - ; • . i,' 

-R-

Raorp.Disatioo 
See 1'1~ Orpnizatioo (TreaSUJ')') 

Raveou.e Ra'liaiao 

Book 

Do\lihtoD tells SulliYaD qre-t ao aJzy new tax 
progrea 1111et be reached by FOR, llloiJr, IIArrison, 
and hiaadf before introducti<l.'l - 2/7/40... •• • • • • • • •• • 240 

- s -
Silver 

American Metal Company endeavoring to have an amendment 
contained in Townsend Bill to repeal 5~ tax on 
transfers of silver bullion- 2/13/40 •••••••.••••••••• 

!lexico: American Ambassador reporta situation as result 
of reports of action by Senate Sub-Finance Committee 
suspending purchases of silver- 2/9/40 ••.•••••••••••• 

To1111send Bill: 
Cochran ._orandulll on conversatiCll\ with Livesey 

(State Department): •Nervouaneaa about possible change 
in silver price and purcbas1n&;olicy1 - 2/12/40 •••••• 

Discussed by Bell and Wagner- 2/13/40 •••••..•.••••••• • • 
• • Bell and Barkley- 2/13/40 ••••••••• • ••••••• 

Spain 
Needs discussed between Cochran and Carter (partner in 

Paris branch of Morgan and Comp&ny)- 2/7/40 •.•.•.•.••• • 
Needs diacussed by Spanish Allbaaeador , Cochran, Bell, 

and '/el1es - 2/12/40 •• • ••••.••••.••••••••.•.•. . ••. . ...•• 
Surplus Co111111odities 

~beat Export Sales: Haas memorandum- 2/8/40 •.••••••••• • •• 

Ta.xation 
See Revenue Rerlsico 

U.S.S.R. 
See nar Conditions 

War Conditions 
Airplanes: 

- T -

- u -

- w -

Lubin to do some investigatory work; HJ.IJr asks Budget 
Bureau to release $10,000; FOR's OK to be sent over-

Pa .. 

403 

389 
415 
417 

88 

388 

161 

2/7/40. .. . . . .. . . . ............... . . . . . .. . . . . . . . . . . . . . . 42. 
a) Budget Bureau notifies llliJ'r approval - 2/10/40.. 286 

llacbine Tools: 
Conference concerning progress; present: BUJr, Purvis, 

Bloch-Laine, Bell, Collins, and Cochran - 2/7/40.... 50 
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HY.Jr : 

Jesee 
J onee : 

HMJr: 

J: 

J!!.!Jr: 

J : 

'!!J.!Jr: 

J: 

HMJr: 

J: 

HY.Jr: 

J: 

W!Jr: 

J: 

F!!-!Jr : 

J: 

HMJr: 

J: 

ID!Jr: 

J: 

Hello. 

Hello. 

Hello, J esse. 

Feb1'11AJ7 7, 194<> 
4:4o p.m. 

Vell, I got a l ittle money -- 1t looks like we' ll 
giYe a little more money to China. 

A:re you? Good. 

I got them to 
Committee. 

Good. 

I diecussed it directly With the 

And I got an amendment in the bill voted out . It 
would let us go twenty million more . 

Twenty milli on mor e? 

Yeah. 

For Oh1na? 

Yeah. It would giYe us that much leeway •••••• 

Oh. 

•• •••• i~ we wanted to do it . 

Ieee. That•e ewell . 

HuM 

I say that •a ewell I 

Well, I just vas ~rt~nk vi tb the Oommi ttee about i t . 
Told them what we were -- what we were oonsidering. 
Not that we knew that --we didn't know whether wo 
wanted to do 1t or not. 

Yeah . 

But we -- what they wanted, and we were cone1dering 
1 t. 

1 
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HMJr: 

J: 

HJ.lJr: 

J: 

HJ.!Jr: 

J: 

HMJr: 

J: 

m~Jr: 

J: 

!lMJr: 

J: 

H!o!Jr: 

J: 

HMJr: 

J: 

!'IMJr: 

J: 

• 

- 2-

Yell I think that'• nell, 

And the Committee voted the bill out; no bad reeling 
about 1t at all. 

Good. 

There were eome votee againet it, I believe it vaa 
12 to 6, but then the reeling -- all the -- all the 
bitterneee apparently hadn't gotten away and I waa 
before them three d1tterent timea, two houre at a 
t1me, eo ••..•• 

Yell I congratulate you. 

Yell, I -- I'm -- I reel vary happy about it and 
all them -- all or them do , 

Good. 

I mean, the entire Committee - Pittman and Barkley 
and everybody, And I thought you'd be intereeted, 

Yell I am. I aporeoiate your oalling me. 

I had your letter about the •••••• 

•••••• OoloDbia. 

• ••••• about the Colombia thing. 

!bat1 e pretty good, 1en1 t it' 

Yee 1t 18. 

Yeah. 

Now, th1e gentlenaan went home and I eaw him yuterday 
afternoon. 

Vho 11 tbaU 

And he wanted ae to .. Y that at laaet they'd have 
~n a1111on, and I told hia I d14D 1 t mow Wbat they'd 
have but we ware all tr1endly and 1ttn4l y d1apoled 
and all that. 

2 
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~r: 

J: 

HMJr: 

J: 

J: 

~Jr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HltJr: 

J : 

J: 

HMJr: 

J: 

HMJr: 

J : 

'IIMJ'r: 

- 3 -

You mean the fellow tl'oo Colombia' 

Yeah. 

Uh-huh. 

· sut that they might not have ae much ae ten or we 
might, but I d1dn 1 t want him to go away bel1n1ng 
that he vae - - that he h&d that much proa1eed to 
him. 

I aee. 

But ve 111 have a lot ot customers nov that we hadn't 
contemplated when we aeked tor this money originally. 

Tbat•a right. 

And that -- eo we 1d Just do t he beet we could by him. 

That' e right. 

But I -- I vas afraid that he had gotten a little 
bit more encouragement than that at the other place. 

I see. 

OTer at State. 

Yeah. 

8o I bore down a little bit harder tor that reaeon. 

Vell I nenr d1ecueeed any loan w1 th hlm eo he's 
got not~ng here. 

l{ell I -- I wanted you to know that. 

Right. 

Nov, are you getting away? 

'romoJ'I'OY night. 

Do you want to taUt -- eb&ll I tallt to Joe about 
other loan a. 

Ob, I thlnk you'd better talk - better tallt with 
Da.rul7 Be u •..... 

3 
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J: 

HIIJr: 

J: 

!{l!Jr: 

J : 

Hl!Jr: 

J: 

m•Jr: 

J: 

H'-. Jr: 

J: 

H!'Jr: 

J: 

lr'Jr: 

J: 

HVJr: 

J: 

m•Jr: 

J: 

H''Jr: 

- 4 -

All right . 

• • •• • • Vh1le I'm gone . 

All right. 

I t h ink you'd better talk with Danny Bell. 

All right I ' ll do that. 

Yeah, and I think that • •• ••• 

Because I think we ' ve got-- I 1 ve promised sweden we 
might give them some action on tha t pretty soon. 

no , it' you 111 talk w1 th Bt n :t 1 d appreciate 1 t . 

I -- I ' d rather do that. 

Yeah, I think ••••• • 

Al~hough I like Joe ver~ muoh. 

Yeah, but he 1 s too young tor t het. 

Yes . 

Yeeh. 

0. X. Well, are ~ou goiri~ to be gone long' 

Just -- about a U:'ttle over a week. 

Well , have a n1oe time . 

Thank you . 

Goodbye . 

Goodbye, 

4 
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Jerome 
Frank: 

HJ.!Jr: 

f!!.'Jr: 

F: 

RMJr: 

F: 

HMJr: 

F: 

HJ~Jr: 

;-. . . 
HMJr: 

F: 

H!!J r : 

F: 

HJ.!Jr: 

F: 

HMJr: 

•• . . 

Hello. 

Hell.o. 

Jerome talking. 

[ebruary 7, 194o .. :45 p .ll. 

Oh, hello Jerry. Jerry, I'm leaving tomorrow and 
before I go I want to bring you up to date on what 
theee British fellove are supposing -- talki ng about 
doing on their securities. 

Yes. When would you -- Vhen would be convenient 
for yout 

Well, how - - ie -- how about t omorrow afternoon? 

All right . 

Is three o 1 olock good? 

It will be all right . 

Whatt 

I ' m -- yes , I ' ll be there a t three . 

That ' ll be fine. 

Gif -- Gifford called me and wanted me to go to 
dinner with hi m last night but I couldn 't make it. 

Oh. 

And I -- I called you last week because I wae die­
turbed Vhat I read about Vbat vas said in Parliament. 
You pr obably eaw that. 

I think eo. You know the tiret time he oame in to 
eee me I aaked you to oome but you were out of town. 

Yea. 

8o I 1 11 bring you up to date t omorrow and I' Ye allo 
-- want to giYe you a new list or eeouritiee. 

(Laughe) All right • 

5 
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l:!).!Jr: 

r: 

HJ.!Jr: 

- 2 -

What? 

Three o 'olook tomorrow. 

R1ghto. 

6 
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1 
TREASURY DEPARTMENT 

CONFIDENTIAL 
!be all toM wbich cbaracterbecl tbol foreip ezch•np -at ibol put fflll 

~ prnailecl tiP1D toU;r. !'he opWJIC rate for eterliq wu 3.'JS-l/2 11114 
ehoril.T thereafter it euecl to 3·97- 7/S oa ••11 eel.liq. liT 1100111.tbe it W re­
coYere4 to 3·98-l/S. !be rate ~eel ete1!47 at thh lnal for .,.t ot the 
.ttenooa 11114 cloeecl at 3.98-1/4. 

lalee of epot eterlhlg b7 the four reportbc bub totaled 1.2:25,000, fro• 
tbol folloriq eovcH: 

~ oo ... rcial concern. ••••••••••••••• • ••• ••••••••••••• ~ 168,000 
lt7 forel&Jl 'bub (bope) • ••• •••••• •• •••••••••••••••• · ;-~,_. 

!otal •••• 

hrobuee of epot eterli~~& -=tecl to 1.36o,ooo, u illdicatecl belowr 

J7 oo ... rolal concerne •••• •• ••• •••• ••••• •• •••• ••••••• ,, 187,000 
IT foreip bub (lurope u4 Jar J&at), ••••••••••••••• ;a;. ll8•8SS 

Total, •••• It j • 

!be fol.loriuc reportiag bub eol4 oottoa bill• totaliag 1.13,000 to the 
Jritieh Ooatrol 0111. tbol bub of tbol official rate of 4.02-l/2: 

I. II, 000 bT the Ov.araatT !nat Co. · 
...2a.QQQ. bT the Cbue Watioaal llult 

1.1).000 !lttal 

!be qa.otat10111. for the lllltch pil4er, which etrezactheucl , .. ter4q to .5321, 
roM hrther 1111. .U.terUa to ·5330 prior to the opeaiJIC 1111. • .., Yorlt. !be fi~ .. 
wu Mt Miataiaecl. 1111. the J..ericaa -ll:et hownr, u4 tbe quotation .,.,... ott 
to c1oee at • 5320. 

!be other 111p0rteat earrODCiee clo eecl u follower 

• • 

J'rach traaoe 
hiu fraao• 
Jolc&a 
,_ .. , •• dollar• 
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Yo J!IIU'OllaU4 tile foUoriac _.h fd pl4 hoe tile~ uanah fd 
the bull:• b41oe\e4a 

$1,110,000 hoe \be IaUoul. Buk: of ll•lci• 
ho8 the Ietber1&114a B&llk 
'fotal 

!he J'e4oral Beaene B&llk of Wow Yom npone4 tho foUowiJ!c ehi:s--h of 

pl41 

$25,000,000 froa Cneb, lh1ppe4 b7 \he B&llk of Ceee«e, 0\\a._, to tbo J'e4eral 
haene B&llk of Wow Tort<, to be O&J'II&I'koc! for ueCIImt of \be 1.-k 
0~ h&:l·"· 

2,695, 000 froe South Ur1oa, ahippe4 b7 tho South .t.fr1CI&Il Reaene B&llk to tho 
J'e4oral haem B&llk of Wow Yom, for ecoou\ of the Iotberlelll'l.a B&llk. 

2,256,000 froe Knc'•nd, ahippe4 b7 \he B&llk of ""clead \o tho J'e4ere1 haem 

=~=--=-="' llult of Wow York for ecoOUD\ of the Mea IaUoaellleelt. 
$29,951,000 total 

!he 4hpoe1Uoll of tho ahi»-•h froa South .t.fr1ca IUI4 'lnchnd h 'llnlaa- at tho 
pr6SODt Uee. 

!he lloebq -.rb\ ro-opou4 \~ with a allnr pr1oe equhelell\ to 39·~1/. 
off ~~Hut 7/lbl froe tho q'QO\&Uoa which l'QJ...S on J'obru.r"7 5· 

The Loa4on flztnc prloee f or epot &D4 forwerd a11nr were quote4 at 21~1/24 
IUI4 21- 3/84 reepeot1nl.7, both ott 3/164. !he '0', 8. eqa.1Tal01th were 38.5f>lu4 

38.091· 

Ba1147 u4 a:er.ea•e price f or foro1p allnr wee 1111Cbon~~t4 at 3'4-3N· !he 

!N&ftl7'• pr1oo wee &lao 'IIDcheJice4 at 351· 

Yo -.do throe parohaeea of ellnr tota11nc 175,000 -•• ,.._r tho 8Unr 
Purchaae .Act. .All of \hh allnr _. ..., pro4DaUon ho8 forolp oCIImtr1 .. , for 
forwerd 4e11nq. 

COi~F~:>ENTIAL 
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STRICTLY CONFIDENTIAL s 
TREASURY DEPARTMENT ~ 

INTI:R..O..,CI: COMMUNICATION ~1 \ 

DATa J'eV~ar7 7 0 l!)llo 

ntOM 11r, Ooollraa 

le learae4 \7 telepbou troa \M hclftal. a..-~ at ... Torlt 

to4&7 that a cablecrP had beft ~•iTN. troa .u Jl.elohellult r~niac 

(ill cue that Jae:riou -.11 11111Ul.4 \e eubJeote4 to Jlqlieb. or J'ruoll COAt:rol) 

tb&t the J'N.e:r&l en4 iJl the tllt'IIH 1h ai:r-.11 4ntiu4 tor tM Jl.eiob.allult 

1A .ach -=e:r ae the J'.U:ral JdCil' \b.iJllt nit&llle, to tM tollowiAc &44:re .. a 

"'uoo o-.ico 4& L& .berioa 4&1 hA, 

Mn:ioo Oi\7, 
Merloo.• 

U h UD4e:retoo4 that tbe h4a:ral hae b- Mnol!nc p:racticall7 all 

ot ita -.11 to the biob.a\ult b;r air, aa4 that recp.eeh ban :reoat17 Nh 

recdn4 to eend dlqllloaUe ot certain co-•1oaUone, the a:rtci•h p:re-

•-bly haTiDC beea 1Jltercepte4 b7 the .uu... · 

It 1101114 be iate:reeUac to bow 1>7 ..,..t ebennel Uae Ow u •21*1t to 

recdn their -.11 troa \M iate:r•''•d .. 1D. llerloo. It h ponible that 

1i lli&M co T:1& ll:uda on tbe ebipe now oalllac at lfaasaaillo. Oa the 

other b&D4, - ux s••t ai«bt be .a4a tor the - ot a tr1..u;r 41plo­

•tio colll'ier out ot lln:ioo Cit;r to Oex v or to - aeut:ral ooaat:rT 

bor4n-1Bc OD 0e:ra117, 
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February 7, 1940 

3:10 pm 

• 

10 

.. 
Present: 

llr. Purvis 
ttr . Bloch-Lalne 
lire. ltlot:r. 
Mr. Gaston (ror flrst part or the meetlng 

and a~in as indloated in t he 
transcript) 

Ur. Foley (for first part or the meeting and 
again as indi cated in the transcript) 

l.lr. Bell (for part or the meetlng as 1nd.1cated) 

Ur. Sullivan (~or part or the meeting as indicated) 

Yr. Ballantine (or the British Purchasing Yission) 
'ls ind.1cated 

HU,Jr: How do you do, gentlemen. 

llr. Purvis: llay I bring in my Waehlngton head, 
Ur. Balia:'ltinef 

Hll,Jr : No. One second, if you don't mind. 

!Jr. Purvis: Some other time. 

Hll,Jr: On second thought, I am a fraid t hat in my 
youthful enthusiasm that I had better not do what I con­
templated doi ng in regard to industrial diamonds. I don' t 
thlnk the rlsk i s worth it. 

risk. 

Ur. Purvis: No no.te was made , eo whatever you aay. 

IIH,Jr: I thlnk I am talt.ing an undue risk, per1onal 
i had better not take it. 

Kr. Purvis: Con1ider it buried here. 

Kr. BJ.ooh-Laine: Exaotl.)<l 
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Hll Jr: What I am going to do, which will have 
a better fong-run errect. Kr. Gaston is to make a 
stud,y of the thing and we may find that we are so short 
or these industrial d.1amonde that we may want to keep 
them in the country entirely. That's lega.l, and while 
one shipment may get out or the country -- I told you I 
would always play the oards face up, 

l.!r. Purvis: And we will too. 

HM,Jr: I Just, frankly, I don't thi~~ the risk 
1e worth it. 

. 11 

Mr. Purvis: You can regard it as it it was never 
said. 

Hll,Jr: Sometimes my feelings run away with me. 

l.!r. Purvis: And, after all, it we respect 1t, 1t 
would be much better tor us. 

Hll . Jr: lly reel1ngs run away with me and, after 
all , I am the Secretary of the Treasury and not Henry 
Worg enthau, J r . 

So l!r. Gaston, who has Coast Guard and Secret 
Service under him , 1s going to continue and we have 
asked a man in New York who represents t he jewelry trade, 
their attorney, to see it he can't make a study and pos­
sibly get them on a voluntary basis, possibly, not to ex­
port . I think it would be much better, rather than try-
i ng to catch one shipment. We may lose one shipment , but 
if we can stop the whole business , that's what you people 
would 11lte. 

»r. Purvis : Thank you very IIUOh. 

IIK,Jr: !row, I w1ll be glad to meet your W&ehington 
repreeentative. 

llr. Purv1es Well, some other time. 

IIII ,Jr: Jlo, I would be delighted. 
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Ur. Purvis: We are still hoping to see you 
later this a f t ernoon after ne leave ltr. Sulliva n. 
We are still in a bit or a J am on the other matter. 

.12 

• 
HUEJr: I can say Ur. Sullivan talked to me and 

told me a out this thing ~nd it Just see~s you will 
hs.ve to pay through the nose . I don 1 t see "That we 
can do. 

Hr. Bloch-Lnine: Too bad! Yos, it ' s bad beoa.use 
it increases t he cost of everyt~ng. 

HH ,Jr: HAve you any sus·eetion7 As I underst~nd 
i t , this nas put up before t he whole Board of Directors. 

Yr. Purvis: ~n.~t I understand is this: t hey reel 
their experience from past rulings , a ruling fro~ t h e Com­
missioner is not a eafeguard necessarily a nd they are de­
~~r~ined t hat any ris~s on i t be on us . Terrible thing! 
~ounts not only to our putti ng uo the actual amount of the 

pl a nt , but actually 12~ because we hAve to i nclude the 
amount of the tc.,t . Then i l'l addition to that we hAve to 
~ive them t he guarantee of our Governments t hat i f , by any 
chance , there is an increase in the tax rate here, this yonr 
or retroactively , that we 101.11 have to pay it . ThAt is 
only for this ~articulAr small lot, l'l'hich is terribly im­
port ant, but ~e are now in a week eo~in~ to the sac s issue, 
involving $9, 0"0,000, on nhlch we shall h nve to pay domt, 
therefore, 39,000 , 000 plus 2- 1/4 nillions, $11- l/4, and 
t here they tell us that t hey are not a t a ll sure that they 
will be willing to consider the other as a precedent a nd 
in tha t case t here ma.y be no way in which t he transaction 
could be done , because they say t hey will not t rute any risk 
whatsoever. When it comes to that size of thing t hey are 
not going to be put in t he position of accepting a guaran­
tee from a foreig n Government 'Vhich will necessit ate their 
going to a foreig n country to do their legal work. They 
also point out, if we do agree to pay the increased rate 
of tax on such a large sum , we might be able to pay i t ex-

cept a t the cost of tripling or quadrupl i ng, because every 
t ime we pay it there will be another tax on the amount 
we pay and i f the tax rate should go up it might pyr amid 
it into a perfectly unbelievable sum. 

HW,Jr: It we were l i ke t he Greeks or Turks , we 
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would say before you get t he 90wder you will have to 
buy our lard. 

llr. Purvi s : It 1 s a terribly serious t hing be­
cause 1t will prevent the buying of the lard. 

1m ,Jr: I eaw !1r. Sullivan A.t 2: 15 and I asked 
him if there is anyt hing ~e can do. He said the in­

terpret ation which the Hercul es people are maki ng of our 
tax ruling ie inaccurate. Evidently they don ' t want to 
bel ieve us. I f they don't want to talte the word of t he 
Uni ted States Trea sury , there i s nothing we can do about 
it . 

!,!%' . Purvis: or course, there is a dltference 'be­
t ween a ruling a nd a closing agreement. 

HM,Jr: They cla i m that i s illegal . 

llr. Purvie: I f i t relates to the future, they fear 
you will not give it to t hem , but if you will give it t o 
them I t hink we have another chance wi t h them. 

HM,Jr: I understand from Hr. Sullivan t hey did not 
even want that. 

Mr. Bloch- La ine: We tried t o make it clear that 
t hey could take a cioeing agreement, but they t hought it 
woul d not be poseible for you to give it. 

llr. Purvle: For a transaction t ha t wae based on 
settlement 1n the future. 

H!.I ,Jr : I don ' t kno1v. 
on tha t ? 

WhAt did Mr . Sulliva n say 

Hr. Purvi s : He simply snid he was going to see 
you. That was all . If we could vet a closing agreement 
it g ives us at leas t one sporting chance. 

(At this point, RU,Jr phoned Hr. Sullivan to oome 
to t he office. ) 

HM,Jr: Won 1 t you bring 1n Mr. Ballantine now. 

(Ur. Ballantine joined the group, was introduced 
to the Secretary and remained for the dlsoueeion. ) 
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(Kr. Sull ivan Jo1ned the group at thie Juncture . ) 

BK,J r : John, I etarted to talk to tbeee gentlemen 
about something else and, living up t o their reputation 
for the bull dog - --

~~ . Purvis: It's a good oauae. 

HM,Jr: •••• and we got on to something entirely 
di fferent . They put something t o me - - as I told you 
before , when i t gets on the tax business I don ' t know 
anythi ng. Now Just state the ease again . 

Jolr . Purvis: What I was sayi ng , Yr. Sullivan , waa 
this : if we could not get ,knbwiqgthat they won' t accept 
the r ul i ng , knowing that Uons. Blooh-Laine slightly cor­
rected me this morning that they said they did not thi~~ 
you would g1ve them a closing agreement , if there would 
still be a ohanoe on a closi ng agreement on a loan baeia, 
we would very muoh 11ke to have one more chance of going 
back to them. 

14 

Ur. Sullivan: I understood you said t hey expressed 
the opinion a pr oapeotive closing agreement waa illegal. 

Jolr . Purvis: Mr. Bloch-Laine corrected me. They 
expressed the vi ew that you would not give an agreement 
because it would be i llegal, and that was the way we lef t 
it th1e morning. 

Jolr , Blooh- LAi ne: Because we discussed it at length. 
They said a closing agreement would be satisfactory, but 
they doubted in t he oiroumstanoes you would give one. 

Jolr. Purvis: On fUture tranaaction . 
way we left It this morning. 

'l'bat wae t he 

Kr. Blooh-Laine: I did not get the difference be­
tween a cl osi ng agreement and a ruling. 

Kr. Polev : OCIIIIIl1ea1oner' e ruling ·is a prececllnt 
but is not tilDdl~;a oloe1~ agreement freezes bot~ partiee. 

llr. Sullivan: 'l'hey u••· t old you that the )lre1111t 
Adminietratlon oould not bind future on11 b7 tbe .. thod of 
closing agreemente. · 

• 

• 

• . • 
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lolr . Purvis: No. No. What they said more par­
particularly I"Tas a .Commissioner's ruling was not necessarily 
final and that they themselves, as a company, had run into 
that experience. That i s t he position with which ne were 
faced a nd , after all, we cnn ' t have any opini on about that. 
That is a question of fact, so f Ar as they are concerned. 
They c laim t hey have unanimous Board opinion they could 
not run t~At risk, because or its being a ruling from the 
Commissioner. . It i s true in many countries, not confined 
to t his . A ruling i s different from a closing agreement . 

Ur. Foley: No doubt . 

l!r. Sullivan: Rarely upset. 

Mr. Purvis: You see, what I am so afraid, if Her­
cules forces t his issue t his way , this may sweep like 
fire right acrose the countr yside and we may find a very 
bi g diminution in our purchasi ng power a nd tendency to 
repea t it in t he manufacturing industry , a nd I think it 
has a real point because once t h i s thing i s known it will 
just go right t h rough t he country. 

HM ,Jr : Let me st ate this. I nstead of my stating 
it , John , state i t for me. State t he ca se. 

Lr. Sulliva n: The ori s inal proposal was that the 
3ritish ~ere to lend to the Hercul es Powder Co~y a sum 
of money sufficient to build the plant . 

Hl!,Jr: $ 1,600 1000. 

Ur. Sulli~an: And t he powder com~any ~as to ex­
ecute a note to repeay that l oan a t the expiration of the 
cont r a c t. At t he time t he contract expired they were t o 
be given a credit equal to t he amount t hey had lost on 
the bui lding. In other words , if they had taken l~ of 
the cost of the building in depreciation and a t the end 
of t he contract t hey abandoned the building , t hey would 
then be given a credit on that note of 9~ and would repay 
the loP. 

Kr. Purvis: That's possible scrap value. 

Ur. Sulliva n: The counter-proposa l 1e that the 
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Britieh not lend them the tl,600,000, but give them 
the tl,600,000 which will be inco~e at the time the •oney 
ie advanced and to cover the tax ~n that income they 
ehall advance $400,000 or 25~ at that time and tllat the 
British will ~ndemnity the powder company tor any further 
tax loes beoause ot an increase in the rate applicable to 
that $2,000,000 advance. 

11r. Purvle: So, in ettect, we will be paying 2~. 
Your income tax rate is 19.8~. 

it? 
!D.!,Jr: What, it IU17thing, ie there we can do about. 

ur. Sullivan: I don't know. You come back to the 
old queet!on whether you are going to eJtecute cloelng 
agreement& in contracts to foreign belligerents when we 
have only eJtecuted t~o involving contracts tor our own 
Service Departments. 

llr. Purvis : It's the biggest iaeue we have struck 
yet in our bUying program. 

HW,Jr : lfould you three gentlemen (!Jr. Purvis, Jlr. 
Ballantine and Mr. Bloch-Laine) mind leaving the room 
while I talk with my two attorneys? Do you kind? 

Jlr. Purvis: Not a bit. (!he three lett.) 

fBI,Jr: What are you afraid :)! , John? 

Jlr. Sullivan: lfe are going to be dr1Yen into this 
poe1tion ...... 

16 

~Jr: You see, I got cold teet on this industrial 
diamond sinesa. !hat' a what I sent tor them tor. Then 
they popped thla on me. And I said that's something slu. 
lfhat are you afraid ot? 

II¥· ~ivan: I u atra1d ot this: that we 11&7 be 
maneuyered ~ the pos1t1on wherebJ olos1ng agree•enta 
we are g1rtng to II&IDl!aoturera •lr•ng goode tor fore1gnera, 
thlnga we can' t get tor 01.11' own beo&Uae of tblll Y1naoa­
'frul1:18l Act. !hat's whJ, fJ"O• the 'nry begtnnsng, I 
baYs tried to keep ·~ troll oloa1ng agreements • 

• 
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H!.l ,Jr: I see . l'lha t do you {Foley) think? 

hlr . Fol ey : I ~reP with J ohn. I think the use 
of oloai ne l'.greements on thi s sort of t hin& ••..•. 

H!.l J r : \Ve could do not 1t, s::~y , fo r Colt l!anu­
fc.oturi ll(l ~ 

JJr. Sulli va.'l : We did 1 t for Colt on a oont r e.o t 
for the United St ates Army. We gave them a closi ng 
e.•·r ee::~ent . lfe gave one on t he !lavy contr act wi th Con­
aol1dcted Aircra ft . Tnose are t~ only two tr~t have 
been executed, but once you open up closing agreenen~s 
on this , tney can drive ter~s far more dr astic than a ny­
t:Unc ""e could give to our own Aray and Ne.v-:~ . 

HU,Jr: Could tney? 

Ur. Sullivan : Oh, ~ . yes ! 
no profi t linita tion. 

Because there is 

Hll ,Jr: How do they profit in g iving t hem closi ng 
a. ·rse mento7 

!lr. Sull1 v11n: I t doe a not a t a ll. 

HJ; ,J r : \Vhat 1 s nhat 
r-et ::1 closiw a~<Tee::~ent . 

wa:.J than i f they don ' t? 

I don ' t see . Sunposinc t hey 
Could they :aa·~e cor e oonay that 

!:r. Sull! van: :lo, lio. We are off t he track. Any 
cor.tr'lct i nvo1•11ng oar OTm Aroy and !!avy , t:tat is subject 
to profit linita~ 1on and closing P~reement has to be drawn 
in the lirht of t:'Uit . 

Hl! ,Jr: Yes . 

Hr. Sulli va n: Ar.d vte ca n' t r ive concessi one in 
behalf of our own Army and Navy because we are bound by 
t ho law. Nor1, in this case , we are not bounC. by the 
l aw that restri cts profits . 

HU ,Jr: I got the answer! I have got a peach! 
We wi ll give them a closing agreement if they will sign 
on the same kind of basi s t hat t hey would under the basis 
of the J 1nson-Trarnmell Act . 
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l.!r, Foley: You ,.ill never get them to sign . 

Mr. Sulli van: No! Now wait a minute! I t 1 s 
clever , bUt it1 s futile . 

HH ,Jr: Not as rar as we are concerned. I! they 
want to sign with these fellows on the same basis and 
live up to the rules and regulations or the Vinston­
Trammell Act, then we will give them a closing agree ment . 

Mr. Sullivan : They would not even bother to hang 
up the phone. They would Just pull i t off the wall . 

l!r. Folef What you are afraid or, John, it we 
start out with he closing agreement device, we will have 
to do it every sin~le time a manufacturer takes an order 
and has to elg)and hie capacity !or that purpose . 

l:lr. Sullivan: These fellows have allowed thee­
selves to be put on the run too fast. They monkeyed 
around all Fall and did not do anything. No~, if they 
get on the run ~ri th Hercules, i t 1 s a stampede from now on. 

HM Jr: I swear I don 't see, from the standpoint 
or the Un!ted Sta tes Treasury why it1 e a disadvantage to 
give Hercules a olosing agreement . What does Hercules 
get by it that s.omebody else can't get? You have not 
convinced me yet. Naturally, I would not argue in front 
of thee, but I don't get it . 

lair . Sullivan: These closing agree ments with 
foreign Powers are going to be put up side by side against 
the closing agreements we give Colt and the other fellow. 

lnl,Jr: Right! 

lair, Sullivan: And it ' s goi ng to be used to prove 
that the foreign belligerent can get things here that 
our own Army and Uavy can' t . 

I!K,Jr : Now , wait a minute! See if I understand 
w~t a closi ng agreement is . Let's uae r ound f igures. 
Army or Navy buys 1 ,000,000 pounds or po!der. Under 
the Vineon-Trammell Act they can make 1~ or l~T 

Kr. Sull1vant Kake it airplanes and it1 e 1~ • 

• • 

• 
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HW,Jr: All right. 'l'hey can make 1120, 000. 
And we say •Here ' s a contract • and they come in, and 
it's Consolidated Aircraft, and we loOk it over, give 
tHem a closing agreement which tells them definitely 
what their tax will be. 

Ur. Sullivan: Yes. 

Hl! ,Jr: Now, the English oome along and some 
com:pany - - they want to buy $1 ,000,000 worth o~E5oods 
and t hey charge thee $1,250,000 and they make 37'fo1 let' 11 

say. They make 1~ and 25~. And they coce i n and say 
•we want to know what our tax is• and we give them a tirm 
co111111i t ment. Well , the Amsrikl an manufacturer ma.kee 37~ 
out ot the foreigner and only 1~ out ot the Navy. What 
t he hell is the matter with that? 

19 

• 

Mr. Sullivan: Uow, wai t a minute! Your airplanes 
here, the British lend the money tor the erection ot that 
t aotory and that money is not income and so the manufacturing 
company, to get the money to build the airplanes tor Great 
Britain and France does not have to r a ise any money ot its 
own and the mbney that is advanced t o it is not treated as 
income until the time they abandon the building, 

RK,Jr: I understand. 

Ur. Sullivan: But the American Goverlll:lent can' t 
lend money t o that company so it could take advantage ot 
t he sa me technique to build planes tor our own Service . 

HU,Jr: Well, the American co~any is still the 
benetiol ary. 'fhat I am trying to l!'et at, through giving 
these tallows a closing agreement are we handing any 
special favors to the English! And I oan 1 t see that we 
are. 

llr. Sullivan: Yea. 
to them, we are pl&cing their 
favorable position to compete 
Navy. 

III.Jr: Well, now, howt 

The tavor we are banding 
armed tol'Oes 1n a 110re 
against our own ArmJ and 
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Ur. Sullivan: It ' s Just through t his technique . 

Hll.Jr: You mean by paying more? 

llr. Sullivan: Yes. They nre oayi;,g n:ore, but 
t hey are able t o pay •••. 

HU~Jr: ••• Now, wait a minute. Consolidated Boat 
is going o piolt the English contract bsonuse it's more 
profitable. 

Ur. Foley: But they will do it anyhow. 

HU.Jr: They will do it anyhow. 

i.l:". Foley: That's true enough. 

HU,Jr : Are you (Foley) sold on it? 

Ur. Folet: I don' t like to see, nny more than John 
does, t his clos ng agreement method extended and 1f this 
is going to open the door -- and that's what I think John 
is soared of -- and we have to enter into one of these 
closing agreements every time these fellows enter into 
a contract, then our Arr:xy and Navy come around and say, 
1 fhy can ' t we have the same service that the British and 
French can get from you people7 1 

HU,Jr: Well, •oan•t you?• . 
closing agreement . 

We a re giving them a 

20 

llr. Sullivan: But the Vinson-Trammell Act won't let 
you do it for them. 

Hll ,Jr: Do what? 

Mr. SullivAn: '!'here are 101 th1nt-s yau can1 t do 
with the Ar~ and Navy under the V1nson- Trannell Act , which 
don't apply 1n these other cases. 

~.Jr: Cranted under the Vinson-Tr~ell Act t hey 
can' t make as much money! Granted! 

Mr. Foley: And we oan1 t use a closing agreement to 
out the heart out of the Vinson-Trammel! Act. '!'hat ' a 
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what they are trying to get ue to do. I t's true profit 
is limited under the Vinson-Trammell Act , but it you will 
let ua enter into closing agreements as ~o amount ot de­
preciation, amount ot obsolescence and other matters ot 
that character, thereby we will ba able to get a greater 
profit than we nre able to get it the Vinson-Trammell Act 
applied without a closing agreement. That 1 a what they 
are striving to get . 

RK.Jr: Whot 

Mr. Foley: 'l'he manufacturers. 

RK,Jr: What does the manufacturer want to gett 

Ur. Foley: They want to get more in the way ot 
proti t tbAii they oan get by using the closing agreement. 

RK,Jr: And ypu teel when we g ive a closing agree­
ment to a firm getting more profit, we are putting our 
stamp ot approval on it? 

l.!r. Sullivan: Sure we are! 

Hll ,Jr: Well, fellows , you have doubts. You heve 
Jfot sold me, but I am going to go along with you. 

).!r. Foley: I t ' a his baby more than it's mine. 

RK Jr: I want to erolain 
happened !n on a legal matter. 
but as long as he i s here I want 
views. 

(to Sullivan) be (Foley) 
I did not ask h1m on this, 
to get tbe benefit ot his 

It you have your doubte , I told you once before I 
am going to be the laet fellow in the world to crowd you. 
Can you talk in non- legal language? 

Ur. Sull1 van: Uhuh. I thi.nlt so. 

IDl.Jr: And BUill this thing up once morel 

Ur. Sullivan: Se~tember 18th, ther e wa1 a pre11 
release i ndicating cl osing agreement technique w&l going 
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to be used by t he Treasury tor the Army and t he Na vy . 
T~.t was subjected to very marked m1sunderstan~ng and 
mi arenresentation in the press, and after a good deal 
ot labor on your part and t he part or the Bureau, part 
ot !tr. Foley and other s , we strai ghtened out that situ­
ation and got back on a sound basis. 

There have been only t wo closinv agreements ex­
ecuted , one nith Colt, one with Consoli dated. I t cl oa­
inR a~reement 1a going to be executed in this case, t here 
will be 500 of t hem in t he next six months . 

H!.i ,Jr : And eo l'lhat? 

!!r. Sulli•;an: And eo every manufacturer uho is 
sellins anything to the Army or Navy t hat falls within 
t :1e classificati on ot the Vinson-Tra::nell Act will be com­
i ng a round here and tryi ng to get us on the same basis we 
got on with Col t and Consoli dated closing agreement s . 

Hll ,Jr : And again I say , so IVho.t? 
is a manufacturer selling to t he Allies1 

What you mean 

llr. Sull1 ven: No. I mean the ot her fellows . You 
have to give a closing agreement t o everybody who sella 
anything t o the Allies 1t you give one. They will all 
be i n ~ere. Then there will be a hue and cry that t he 
Trea sury is doing everything it can to help the Allies 
and hurt our Ol'lll Army and llavy. 

HU,Jr: I can1 t see it . But you have lived with 
i t and i f that ' s t he way you reel •• •• 

Hr. Sulliva n: If I can 't make you see 1t , I must 
be ~ong. You have not wanted the closins agreement in 
all these tlavy contracts. 

HU,Jr: We will get two fresh fellows in here and 
try it out on t hem. 

(At this point , R!.!,Jr phoned tor !!r. Gaston and 
Bell to come in. They cane in immediately. ) 

HU,Jr: Explain it again, John • 

• • 
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Ur. Sullivan: We have thus far executed t wo clos­
i nc; agreecents under t he Vinson-Trammell Act. There has 
been conetant pressure for closing agreements between man­
ufacturers and forei gn belligerents, which we did not suo­
oumb to. None were executed and that pressure has sub­
si ded. 

The proposal now comes today :;hat VIS execute ll 

closi ng agreement beto;;een the British Purchasing Hiss ion 
end Hercules Powder. I am against such a closing agree­
Qent because I feel t hat if we do execute this closing 
agreement every manufacturer ~ho sells anything to the 
Allies will insist upon a closing agreement. As the 
pressure beco~es greater acrose the water , our people 
are going to drive-harder and harder bargains which we 
will a t least quietly approve in executing the closing 
nvreement and it will re-emphAsize the advantage t he 
Allies have over our o1m Army and Navy and I think will 
bring up onoe again the whole fight over t he Vinson­
Tr r.mmell Aot and whet her or not closing agreement s should 
not be l i berally used as a device to o~roumvent the pro­
visions of t he Vinson-Trammell law in the light of t he 
very fine trades that t he American manufa cturers are maki ng 
" ith the ! ritish and French. 

Ur. Bell : I thought you closed a closing agreement 
with Atlas a couple of weeks a r o. 

~. Sullivan: No; that was a ruling. 

~. Bell : Does the Vinson-Traccell Act apply to 
any country? I thought i t applied only to the Army and 
Navy. How did the British get in on i t? 
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Ur. Sullivan: Oh, no! The Closing agreement i s 
not restricted to the Vinson- Trammell . This is prospective. 

Ur. Foley: 
the tax statutes. 

It 1 s the I nternal Revenue , wh1oh fixes 

~. Gaston: 
a olos1ng agreement 
the new plant. 

I understand t hese manufacturers want 
on the tax, an arbitrary agreement on 

HK.Jr: Nobody in the room understando it. 

• 
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llr. Gaston: You don 1 t want to ~ive away something 
that may be ot real value to tne manufactuer in the end. 

Ur. Bell: I s new construction involved in this? 

L!r. Sulliva n: Yes. 

I:!H,Jr: Tha t 1 s the point • 

• Mr . Sullivan: But it may involve, and undoubtedly 
would involve every phase of a tax liab1li ty situation. 
Notr t hese very same people, Hercules, who are driving such 
a hard bargain here , left my office last Fridey, I believe 
it was , with one question to discuss with the Chief Counoel 1 s 
Office at t he Bureau. They did not finish their discueeions 
in oy office ae early ae they expected and it ~s too late 
to get over until after lunch , so the date was cba~ed to 
2130. When t hey got over there, they had a list of tax 
liability queetione as long as your arm that they wanted 
settled. And t his will rapidly eXPQnd into requests for 
closing agreemente by the Bureau determining every phaes 
of their tax liabilities. Non the field in which a pros­
pective cl osing agreement can be effected is an exceedingly 
limited one . 

Cr. Folet: Look, John, I think it 
if you would te l how a closi ng agreement 
inot ance . 

would be helpful 
comes up in this 

Ur. GP.ston: The Brit~~ view is t he closing agree­
ment would save the~ money on the purchaoe price? 

Mr. Foley : Ae I understand it, Hercules wants them 
to put i nto escrow what the tax liability will t.e . 

Mr. Sullivnn: Nol 
i e to be $1,600,000 •..• 

Gi ve it to them! The plant 

llr. Foley: ••• pay to~ the plAnt artd , 1n addition, 
for the taxf 

llr. Sullivan: $1,600,000 plus $400 ,000 to pay tor 
the tax on the J1,6oo,ooo which will be , of course ••••• 

HU,Jr: ••• plus indemnity in case the tftX law is 
increased. 
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l.lr. Sullivan: 19 and a traction is the tax on 
that amo~~t of income . 

l!r. ll'ole)': Why do they make it 25~ ? 

llr. Sullivan: That's Just a little added bonus. 

Yr. Foley; Just driving a hard bargain. 
' 

Mr. Sullivan: Oh, sure! 

l.lr. Bell: What's t he obJection to adopting the 
normal procedure on these contracts with foreign governments? 

llr. Foley: fhey would have to tie up so much of 
their money to pay future taxes that t hey would have that 
much lees to spend for things they need. 

llr. Bell: You can' t enter into t hese contracts tor 
t he benefit of t he British. 

llr. Sullivan: You mean clos1ng agreements. 

Ur. Bell: No. Why do you deviate from your normal 
procedure. If you were doing it not only for the British, 
but South American •••• 

Ur. Sullivan: We have not deviated. 

Hr. Bell: I ' aslt, why should you? 

Ur. Sullivan: Here's t he situation. 
sadly need this particular thing. 

fhey very 

mi.Jr: Let ' s go back to what Herman Oliphant and 
~idea was on the closing agreement originally, I am . 
not Just thinking ot the British. I am an American man­
ufacturer and I have a chanoe t o sell domestically or tor 
export and I have got to build a new $1,000, 000 plant . 
Now, the way t he situation 1s, 1f I make money the Govern­
ment is that much better ott and 1f I lose, I lose. Now, 
this 1e not only this t hing , but the whole queet1on of plant 
expansion when business picke up and if I am a manufacturer 
I don't care whether I am selling the United Statee Army or 
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Sears Roebuck or l!r. Frenchman. The t heory was, t hat 
Herman and I orig inally had , tPat the manufacturer could 
come in here and , in advance, get a ruling as to what the 
tax would be before he consummated the deal. And I --
t~~s whole question on the tool people -- and t hey want 
5 , 000 ,000 more or leas-- if we get a $1 , 000 ,000,000 order 
in order to expand their pl ant and t hey a re not going to ex­
pand their plant unless t~ey can come to a n underst andi ng. 

No., , there is another side 1n this thing and that 
i s there has always been cri t icism, and Justifiably, of 
the Bureau , before you or I were here t hat a man never -­
we upset the rJli ng of the Commissioner on the Bestwick 
Worsted t!ill that for four years runni ng they had delib­
era tely cheaped and they gave me the i dea. I upset t he 
ruling of the p~evious Commi ssioner that for four years 
the Bootwiok peo~e had cheated the Government . 

Ur. Sullivan: But if there had been a closing 
gareenent you coul d not have upset that one . 

Ur. Foley : But t here was fraud . 

H1! J r : There was deliberate fraud. I am looki ng 
at t his tR1ng from an entirely different standpoint and 
that is, can the Ame~ican business exPQnd in order to take 
t his business which is here ? And I am not connnced, but, 
as I said , I would rather make an error , I would rather 
err on your side because you are handling this thing and 
you feel so deeply on it. 

But I have $5,000 and I think the American business 
IMn has t he right to ask t he Bureau before I put up a 
31,000,000 plant, ' What i s my tax l iability on this thing? • 
and I have not been convinced yet that -- and it's this 
fellow up here who bas lots of charm an~ oersonality and 
keeps after us (Purvis) t~~t this original i dea of closing 
agreement -- why it should not apply Just as much to him. 
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I don ' t mesn him , I mean Hercules , because it happens to have 
a foreign order , as it would to Sears-Roebuck which wants 
to build a ~1,000 ,000 plant and l"fMts to know befor ehand where 
he stands . I can 't get it . 

ldr. Sulliva n: I think the thing you don' t get 111 
cy recark that the field in which prospective closing agreP-
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ments cah be useful is very limited. How suppose you 
are going to build a plant and you come in for a clos­
i ng a~reement in normal times. There is practically 
nothing we can g ive you in a closing agreement that is 
helpful to you because everything we promise is contift­
gent upon the happening of certain t hings as years go 
by. 

HU,Jr: But whatever I can get out of it is that 
much reassurance to me where the laws on taxes - - I meA.n, 
t he profits, the Government takes so muoh, that there is 
this venture money that does not want to take the risk 
unless it eliminates ••• 

Mr. Sullivan: now, wait a minute! Risk that 
restrains venture capital is not risk that a closing 
agreement can protect them from. The risk venture money 
is afraid of is increase in the tax rate and nothing in 
a closing agreement can protect them from that. 

KU,Jr: What I can't get is if Hercules came in here 
tomorrow and somebody who want ed powder f or non-military 
purposes may hA."e enough business to open a $1,000, 000 
plant, could they get a ruling from you if it ~s for 
domestic uses? 

lJr. Sullivan: No. For the last two months we 
have refUsed to give closing agreements where they wanted 
to buil~plants for the foreign belligerents. 

HW Jr: tlo, but I said suppose i t was for building 
a new raifroo.d a.nd they needed T. !I. T. to build a railroad 
in South Al:ler1ca. · 

!Jr. Sullivan: I think ne would probably offer them 
a rule and not a closing agreement. 

Ur. Bell: You agree to the rate of denrecision over 
ten years and some subsequent Commissioner can't upset that, 
oan he ? · 

Mr. Foley: That's the diffarenoe between a ruling 
and a closing agreement . 

J.!r . Bell: It see:ua to me "t hnt 1 a very iJIIl)Ortant • 
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HU Jr: Whnt this fellow says here (Sulliva n) and 
I moe t iliuy will end uP going along with h1JD altho~.~gh 
I don't agree, that he 1s !ee.r!l.ll ot giving it to a bel­
l i gerent whereas it this Hercules powder was to go tor 
non-JDilitary purpose• he would give it to Hercules. 

Ur. Sull1 va n: There would not be any closing agree­
~ent except ••. • • 

HL! ,Jr: Why not? 

Mr. SullivPn: ThAt's what brings in it, see ? 
whol e situati on is one t ha t is created by the war. 
dome s t ic custocer would be advancing money t or their 

Your 
No 
pl ant. 

llr. Bell: What he 's got 1e a pr oposition o the 
Bri t1sh '!Thereby t hey will pay tor t his pl ant expansion. 
What t hey want i s to know what t he reduction in tax will be. 

HM,Jr : No. I t t here 1s one penny reduction, I would 
not call you out ot your meeting , No. The Government col­
lects just as much. 

Ur. Bell: Why does Purvis brinr it up? 

~.Jr: So he does not have t o put out $450 , 000. 

llr. Sulliva n: No. He has to pay the $400, 000 any-o:ay. 
And he bas to put t he $2,000 , 000on the t able When the con­
~ract is s1~ed, cloe1ng agr eement or no closing agreement. 

Mr. Bel l : Why does he want i t? 

Ur. Sulliva n: Because they don ' t knO'IT whether 
Her cules will accept t he trade i f there is no closing agree­
ment. 

R:.l.Jr: No~ I think they can ;;o today and sign the 
contract provided t hey pat up t he tax. I understand that 
t he Board ot Directors said that they will slgn the contract 
provided t hey put up all this money and the thing they are 
!l.lssin& about • • • • 

J4r. Sullivan: One thing t he Board ot Director s has 
sa id is they would not accept the loan, ae was prev1ouely 

• 
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proposed, !or $1,600,000 with credit a t the end to be 
offset against t he loan. The Board of Directors hao 
never passed on this other plan of $2,000,000. Repre­
sent atives of the company have sai d they would agree to 
present it to the Board of Directors, but t he Board o! 
Directors hao never passed on the $2 ,000,000. But the 
poi nt I want to make !or Bell, the idea has nothing to 
do with how much the Government oolleots in t~es. We 
get a s much with or without a clos i ng agreement . 

Ur. Foley: That would have to be. 

llr. Bell: You certa i nly etabili~e your r ate of 
depreciation, which has the sa~e effect on your taxes. 

Ur. Sullivan: We can ' t do t hat . That ' s the th1ng 
we ! ought through under the Vinson-Trarnmell business . You 
can ' t a gree t hat property is goin~ to be useless t wo or five 
yenr e from now. 

(At t h1s point, HH,Jr asked !lr. Sullivan to go out 
into hie reception room, where !~. Purvis was waiting , and 
ask h im what had been eubmi tted to til! Board of Directors. ) 

(Ur . Sullivan returned. ) 

l.lr. Sulliva n: The only proposal that was submi tted 
t o t he Board of Directors ~as t he loan p roposi t i on -- unani ­
mous ly rejected. Four member s of the Boa rd have indi cated 
that they will try to persuade the Board to accept a pro­
posal wh1ch i nvolves their paying the company S2,000,000 
the day t he contract i e s i t ned . They are not interested 
in any cl osi ng agree~ent on t hat proposal . They don't 
need i t . They have gdt the money. 

HI.! ,Jr: Who bas the money? 

Ur. Sullivan: ~ne Herouleo will have the $2,000,000. 
They don ' t want any closing agreement if t hat trade 1s fol­
lowe d. The reason you are being asked now about a closing 
agreement i s that t hese gentlemen still have it in t he backs 
of their heade they want t he loan devi ce used above any or 
all others. They don ' t know whether it would be ' aade to 
appear aore attr active to Hercules if they were to be able 
to say 1 and !'le can glve you a oloa1ne agreement to assure 

• 
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you that the loan technique will et1ck1 • Now, they don't 
know whether that will have any effect on Hercules or not. 
Of course, it isn ' t going to. As between those t wo , Her­
cules ~ill stay with t he $2 ,000,000. 

HI.! ,Jr: Cash. 

Ur. Sulliva n: Right in their fist ! 

Mr. Gaston: I don ' t know hovr much of a n area a 
closing agreement is supposed to cover. 

llr. Sullivan: What is happening today , not Just 
Hercules is being decided today. What you a re decidi ng 
today is whether every taxoa yer i n America ~o intends in 
any way to cha.nge or lllter h1s business is goi ng to be en­
titled to come i n here and get a closing acreecent on any 
phaoe of h1s tax liability, 

Hl.! ,Jr: And o•rhy not ? 

Mr. Sulliva n: Because, i n the first place, i t ' s en­
t i rely too conj ectural . Except i n special i nstances, it ' s 
not helpful. You will have your tax f uture olutted up wi th 
a lot ot closing agreements that will breed ~ore tax lit1v,a­
t 1on and cause core contusion and trouble to the taxpayers 
tl".e.n anything that has ever happened. 

~. Gaston: These closing agreements are not supposed 
t o be the principal determinat ion of the amount of profit, 
but merely conditions upon which profits shall be calculated. 

!.!r . Sull1 van : That 1 a r i ght . 

lnl ,Jr: I am not sold. What you are saying to me 
is this: you are saying that if we do t his it will cause 
a lot core work. 

Ur. Foley : That's right. 

HU 1Jr: But might it also not accelerate business? · 

Ur. Sullivan: I t hink not. It would accelera te 
business it they could get through the technique ot a closi ng 
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agreement some added advantage, which was just what they 
thought t hey could get last Fall and you will remember 
that as soon as ever you had your press conference and 
indica ted t hat a closing agreement could give to no tax­
payer a ny right t hey were not otherwise entitled to, the 
pressure stopped. They did not want it . 

Ur. Foleh: You are afraid t his is going to open 
up that whOle t ing aga~n . 

Hr. Sulliva n: I am very much nfraid. 

HU.Jr : What do you (Bell) think? 

Ur. Bell: I don't know. I am confused. 

HU,Jr : Well , I 1'1111 tell you what we will do. 
After aii, i t t hey go ahead with Hercules they can buy 
this ~owder, put up the money . As tar as we are con­
cerned, t hat does not set the die. 

Ur. Sulliva n: No. 

Hil Jr: Because t hey have closed one contract with 
Atlas w1tfi a ruling and with Hercules wi t h or without a 
ruling , so its 50/50. You (Foley) are not sold. You 
have a mind or your own. 

Mr. Folet: Sure I have a mind or my o~. Well, 
I am t rying to e impartial . 

HU,Jr: Wel l, don't. Say what you think. 
care which way it is, but say what you think. 

I don ' t 

1~. FoleY: I am trying to see what advantages there 
are insofar as the Bureau is concerned and the manufacturers 
and weigh that against the difficulty we are going to have 
w1 t h the Arilf// and Navy and with the Vinson- Trat11D8ll Aot 1! 
we do this. 

Hr. Sullivan: I think the d1tterenoe is •• • • 

HM,Jr: Let him tlnish. 

Ur. Foley: I t's a large problem. 
decision to make. 

• 

It' s a serious 
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Hlol Jr: You ml'an you a re not ready to decide . All 
right . fet • s a ll t hink it over and, in the meantime, let 
the British pay. But I am doi ng it becauee there is no-
body here, I gather, who will say - - t hat wants to decide. 
You (Sullivan) are t he only fellow who has made up hie mind. 

Ur. Sull1 \'an: I think the reason I reel the wa:t I 
do and you don1 t share that reeling is I don ' t know anybody 
else in this room who has ever sat in on closing agree~ents . 

Mr. Gaston: Are th~re any drafts or closing agree­
r.~en ta? 

Mr. Sullivan: Yes; Consoli~ted Aircraft, which 
r.as dr awn up and used. At least 5~ or the tine or four 
people for ten weeks; that 1 s one closi ng agreecent. 

HU,Jr: An~s a result or which you 'saved the United 
Sta tes Government on the ori ginal coat price - - how much? 
$6 ' 000. 000? 

Ur. Sullivan: About $3,000,~. 
is not a fair statement . 

Well, now, t hat 

HM,Jr: Well, i t ' s a true s t atement . 

Ur. 3ul'ivan: Oh, no! It ' s not a true statement. 
Well, i t Just so happens because we would not give t hem 
the type or closing agreement they wanted •.•• 

HM,J r : Bu t.you d1d·eave ~3 ,000 , 000 . 

Hr. Sulli van: But we would not save them a cent if 
you had anybody over 1n Navy who ever sold broome or a ny­
thing else. 

ID1,Jr: But when you got through, the Government was 
$3, 000, 000 better orr. 

Ur. SUllivan : That' s right. 

Now, a corporation filee a tax return and you sit 
down and audit the figures that re~reaent the things that 
have actually happened. That' s one t hing and it ' s fairly 
difficult and complicated. But if instead or sending thei r 
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return in on Maroh 15th and saying 1 this is what happened 
in 1939", they come in on December 15th and say •we want 
you to .make out our income tax tor the coming year• • • •• 

HM,J r : Well, I still say -- and I am going to use 
my prerogative as boss -- I will let you have ~our way on 
this, bat I at111 ss.y if I have an elt!)allsion prosram I 

don't care ho~ hard you and t he other fellows have to ~ork, 
there ought to be a way a man oan come in before he lays 
out a lot or new money and get an expression and a commit­
cent fro~ the Unite~ States Government how much they a re 
going to tax me before I start, but we will continue this 
on the 19th. 

llr. Bell: Under the present law? 

FC!,Jr: Yes . That's all you can ask. And it -- I 
don ' t care whether aofe;tlow has $10,000 or $10,000, 000 , I 
think before he ta~es that risk, under these conditions that 
he is entitled to know and I don't care how hard work it is 
tor you and all the other lawyers. I think it is a service 
the Uniteu States Government should otter to its people and 
I wish, when you really read t he original eturr that Herman 
Oli phant made • •• • 

!ir. Sullivan: 
which 1s on the books 
result w1 thout a ny or 

• ••• whioh is not a 
today , and what you 
the safeg1Ulrds. 

closing agreement 
have here ie the 

~Jr: Well, you certainly can't tight with the 
ph1losop I have just laid down. 

llr. Sulliva n: not with the ph1loao:9by; no, I can' t . 

II.!,Jr : And it the law is not set . up, ~1et1 f consider 
to let the law tit the philosophy if necessary until we get 
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a chance to change it. Jut no fa1rm1nded person can fight 
with me when I saw a bueinesa man who ia conte"J)lating an 
expansion program and before he does it he bas the right to 
know what it is going to coa t ~ in the way of taxea under 
existing law. He's got a r i ght to collie down and not wait 
the way he used to. We have had cases of coaroan1es , m1llicna 
and millions of dollars. One com94ny with $15 ,000 , 000 or 
;20, 000, 000 and had been ~re seven or eight years and the 
Bureau tuaaed around and tney could not get a decision • 
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Ur. Gaston: It you mea n a tax case, I don' t see 
how it can be done, because that involves how much urofit 
he will have and that ' s Just a guess. · ~ 

etc . 
Hd,Jr: We can tell h im the rate of depreci ation, 

Hr. Sulliva n: You mean on the building? 

HU,Jr : On a building; on his caohinery. 

Yr. Sull iva n: That would be very unwise. Our de­
precia tion rates on mach1ner) a re not static. Statistics 
are const antly being revised in the light of exoerience ln 
the trade and it 1vould be unwise tor a manufacturer to sign 
one of those. 

HU,Jr : I t a fellow had all this ln the tutur,, I 
do~'t blaoe them tor not going Ahead. There is something 
wrong wlth t he Treasury. There is sooething to all this 
crit1c1am.Why should t hey go ah_end7 

Ur. Sullivan: This never held them up before. 

HU ,Jr: Well , aoCII!th1ng is holding t hem u;>. 

Ur. Sullivan: Well , lack of closi ng agreement •.•• 

ll!-.l ,Jr: No. Lo.ck ·or knowing what i t wlll coat them 
on a new pr ogram. 

Yr. Sullivan: ~ey have never knoi'I'TI before. 

HU,Jr: well, lock at the complal~ta. 

grief we take all the t i me. 
Look at the 

~r. Bell: Does tb1a have to be deolded before you 
get back? 

Hl.l,Jr: No , tb1e hae to be decided on the 19th . I 
wlll call them in and say we e re very sorry, we can't give 
you what you want . I told John this is hie Job. I am 
going to argue with h1m, but I will never talk taxes with 
anybody unless he ' a here and I will never overrule b1m, but 
I can argue wl th h im. 

• 

• 

• 
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llr. Sulli van: I hope you keep it up . 

HU.Jr: 
not convinced. 

I a~ going to! Don' t ~orry ! But I nm 
We "ill continue this on the 19th. 

Lr. Sullivan: You have not the f a! ntest i dea what 
they mmt because ir t:r. L:or;;enthau is going to put up a 
!)lant , a fellow 11ho i s thinklng or buying some securiti es 
i s enti tled to a closing agreement as t o what i s going to 
b~ gnined or lost. 

fn! ,Jr : No. 

::r . Sullivan: ~ny not7 

RU,Jr: You know fro~ year to year ~here you are a t 
~nd it's an entirely differ ent proposition. 

lir. Sull1 vnn: 
expans i on pro~ram. 

It' s j ust as vital t o t he.t fe l low' s 
I t ' s just as i~nortan~ . 

Hrl ,J r : Bernie Baruch was in here on practically t he 
sc"e t:~ng. I t ~as a question of tnx laws on ~rofits ~nd 
loss on stocks nnd he rrcnted it changed a nd t o :'"O back to 
:·~e old 12-1/2~ , a nd t he President .. ould not tell hi:n a nd 
sent h1o over here and he has r.~t spoken to :e asain. 
Tne Pr esident ryould not tell h i o and t~e Pr.esident told 
:e he -ould not change , but he ~anted os to tell it t o 
9ern1e . I d1 ' · As a result of thnt, Bernie "ent to 
,..ork ·-ith Arthur Krock and tried t o :Nt J oe Kennedy in. 

(At tllis point, !lr. Fol ey , l!r. Ga ston and !!r . Bell 
left t!-te oonf Prence .) 

HU ,Jr : J ohn , i f you will stay, I nill see these 
people . 

(At this point , l.lr . Purvis , !lr. Ballant1.ne a nd !.!:". 
Bloch- Laine cace i n. ) 

EU,Jr: I ao sorry , ~ut 'e rrP.nt to g ive this thin& 
all the h oe necessary. I had everybody in to make sure. 

We feel t hat we cannot give the manufacturer a clos ing 
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agre ement and that's what we have been d1eoueaing f or the 
last hour. 

Ur. Purvis: Uhm! I t ' s a eerioue matter for us. 

HU,Jr: It is also for us, very a~rious, and I had 
everybody stop and we have done nothing else for an hour. 

Mr. Purvis: Yes • 
• 

HM ,Jr: But at least you know our position. 

llr. Purvis: Yes. 

HY,Jr: We felt it was important and ~ want to do 
everything we can. This is one t hing we can't do. 

llr. Purvis: I see. There i s no other way that you 
cnn i magine in "hich this can be met. 

36 

Ur. Sullivan: Not that I have been able to think of yet. 

Mr. Purvis: I think it will have a very far-reaching 
effect on purchAsing here. 

Ur. Sullivan: No one exceut you and Hercules knows 
about t.Ole -- tllit there is to be- no closing acreeoent , no 
ruling , so there will be no publicity about it. 

Ur. Purvis: Except t~t terrible thing -- word of 
mouth; potent . Once they have it , the whole Board of . 
Directors , somebody will be indiscreet. I am talking about 
the result and the fact t hat vthen it 1e know aoong other man­
ufacturers in the country that Hercules have obtained from · 
the British and French c~~issions 12~ or the cost or t ht 
plant laid down in cash before it ie built, the effect will 
be electric, I should think. 

ml,Jr : I have given it half a ®y •.• • 

1~. Sullivan: They are doinc thie to you because 
they have a monopoly, and that situati on doeenot prevail 
in the other industries you are interested in. 

l.!r. Purvis: I think in all the things we want rapidl;r 
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~e ~i ll find a variation of this situation. I think it 
will mean a broad policy decisi on will be involved for 
Englar.d and France in regar~ to purchAses here. I don't 
see any way out . I should think it would mean that we 
shall have to try, even at t he cost of greater delays, tour 
or five months , to build this in Canada by hook or crook. 
However , that ' s by the r.ay. I do thank you for working 
a t it . 

HM ,J r : We worked at it and 11e also thinlt it is a 
very broad policy matter and after ROing over it very full· 
and having all the top people in here , we felt ~e can't do 
~nything oore than say it is impossible . 

Ur . Przrvia: 
by any chance , can 
ceptable to you? 

Can we say this: thnt if Hr. Sullivan 
thJ.nlt of so!llethill8 , that it l'Tlll be ac-

Kl ,J r : He is thinki ng about it all the time and he's 
a very versatile fellow. 

Hr. Purvis: You see , I have :fo.i th in him. 
of that one . 

He thought 

EU,Jr: But up to date and cert a i nly during my absence 
I ~on 1 t want to put Sullivan in the position-- we have dis­
cussed this no", as I say , ver y, very tully, and as of t:Us 
time I can' t see anythi ng else . If we do see that there is 
a change we will be glad to let you know. 

Mr. Purvis: Yes, fine! 

HU,Jr: But I don't want hi m to be in the position or 
trying t~ get a white rabbit out of the hat. 

Mr. Sullivan: Have you finished with tlr . Sch'll'arz on 
the press release about Atlas? 

meets 

and I 

Mr. Blooh-Laine: We have agreed on so~thing if it 
wit h your approval. 

(Mr. Purvis , Jrlr. Blooh-Laine ond Hr. Ballantine lett.) 

HM,Jr: (To tlr. Sullivan) I give people responsibility 
reserve t he right to argue, but on ~he f1r1ng l ine I 

• 
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will baok you up. But you haTe to take care of me. 
When you are out on the firing line and you are in com­
mand , I will never issue an order contrary, but on the 
other hand you have responsibility. But 1n the room 
here we can argue . Here is Bell, 29 yearJI 1n the Treas­
ury, mystified and Foley would not s~ yes or no. Bell 
would not say yes or no. • 

oOo-oOo 

• 

• 
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• 

SEcrEtary or StatE, 

Washington. 

332, FEbruary 7, 7 p . m. 

GRAY 

London 

Datrd FEbruary 7, 1940 

Rtc ' d 5t 40 p . m. 

FOR TREASURY FROK BUTTERWOR'l'H. 

OnE. A high official of thE British TrEasury con­

firmEd thE inrormation rEportEd in my 315, FEbruary 5, 

6 P• Mo that Efforts arE bEing madE bEhind thE SCEnES 

to tffEct a working arrangEmEnt with thE tradE unions on 

th£ quEstion of pricEs and wagEs and indicatEd that thE 

tradE union lEadErs wErE almost rEluctant to mtEr into 

rEal discussion much lEss grapplE with ways and mEans. 

ThE tradE union lEadErs rEally dEpEndEd for thE 

maintmancE of t bEi.r position on obtaining wagE raisEs 

and 1n thE absEncE of air bombardmEnts to bring homE thE 

war to all classEs it was difficult for thEm to comE out 

for mtasurEs to win thE war which might rntotl thEi r 

losing thEir positi ons with thE unions . Wha t wa s not 

said but what is also t r uE is that thE prrsrnt ChancEllor 

ot thE Exchr;qurr don not oollllll&lld suttioimt 1ntlurnoE 

with an4 oonti drnoE of thE mEmbErs ot thE tr8d.r unions to 

10111 
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REB - 2-if332, Prom London, Feb. 7 , 7 P• m. 

ltnd th£ trade union lEaders substantial support in 

putting over an agrEEd upon arrangEmEnt with thE rank 

and filE . 

Two . With rEfErEncE to thE final sEntmcE of thE 

third paragraph of my 2698 of DEcEmbEr 21 , 7 P • m. it may 

bE of i .ntErEst that thE Chancellor of thE ExchEquer was 

aslc td in the House of Co!lll!lOna whEthEr thE Anglo- French 

financial agreement involvES a dEfinite obligation on 

t hE part of thE British and Frtnch Governments to 

n~intain the EXisting official ratE of EXchangE bEtween 

the pound and thE franc or merely an Endeavor by the two 

governments to maintai n thE prEsEnt ratE as far as 

practicablE , Simon replied 11 t h£ effect of thE agrEEment 

on this point is that the two governments consider t hat 

it is in the common interest to avoid alterations in thE 

of ficio.l rate of EXchangE betwEEn the franc and thE 

pound and that they agrEE that no such changE would be 

madE without prior agreement betwEEn them. " 

JOHNSON 

EMB ,-
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P''l!!'!!!! 

AdriMd ~ Mr. FU'1a7 that 70'1 bad acrNd to tcrnrd 

to tha ~ ot Jalttioe I'M : t 1 D:lat.iOJIII tor 111u. 

Ut.cben md Bdllvd o. r-p, u 'ca ot t.a. Court ot 

eu.ne- in lllllf Torte. 

P'ol.ey tartlwr lldri.Md tlat 70'1 qaeated t'-t tll1a 

intorat.ion llhoul.d be oom.,...S to C~•- llwlbtoa 

liT WIJ'Ml.t. After eUl.1ng his oftioe tar m appc>jnt~ 

and 1aa.rning tbat be wu in ec-lttee, I went to tla RU1 

and bad hill called out of the ec-!.ttee. Ba ,.. 'ftrT -b 

pl.eued at the - and CXJA 1aed bi.l grati.ficat.ion witb 

a creat deal ot t~. 

Ba tbeo 11ot11t oo to a diacuaeion of ~ l.ilce11.bood ot 

a tax progru and said be bad decided tlat 1.t then wen 

to be aztT tax procza ba ~ wilt 1IPOD a -t.i.ag 111tb 

the PraaideS, the Seoretazy ot the Tra&~urT, and Senator 

Btrr1aoa, IIDd m agrn•at ~all pu't.iaa on tba tcx JAOCZ­

bafCIIN aztT bill WU introdl1oed. 
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HMJr: Hello. 

re'blruU'f 7, 1~ 
10:19 •••• 

. . 
• 

Operator: Harold S.lth. Go ahead. 

HMJr: 

P.arold 
Sm1th: 

HV.Jr: 

8: 

m.!Jr: 

S: 

HMJr : 

S: 

HY.Jr: 

St 

HMJr: 

8: 

HMJr: 

Hello. 

Hello •••• • • 

Row are yout 

••••• • Mr. Secretary. Well, I'm pretty good, how are 

:rou' 
I'm all right , 
ia experi enced 
h im on. 

I hear you•ve recommended a man who 
in purchasing and we •re go1ng to take 

Well, I h.ope he' e good -- he 1 a ae good ae he eeeme 

to be. 

Well, I hope he 1 e ae good as you say he is. 

(Laughe) Well , he oo~~~ee Tery hi ghly r eoo11111ended and 

I found that MoReynolde had known abouthl.m, and I 

eent h1m around to eee Mao. It wae a qu eet1on ot 
whether, 1n our helplng OraTel oTer there, we ahoul4 

take him on or you tolke ehould take b 1m on, and I 

thought probably over 1n t he center of th1nge he 
would be I!!Ore helpful, and I th1nlt that wa e 0raTee 1 

att1t~de. 

Yeah, OraTe I epolte t o me about 1 t yeeterday and we 

deolded that we'll take b1a on. 

He a1Bflt turn out t o be Tery good. You 1111ght want 

to uee hla tor -e tlae, but the only va:r 1011 can 
do, I take 1t, il Jult to tr:r h1a oat and 11e hoW 

ROod he 11. 

low •••••• 

And DO partloular obllgatlone. 

I u dolng -- or tr)'lng to do a Job tor the Prelldent 

about ooor41nat1ng alrplane lndu1tr)'. 
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S: 

RY.Jr: 

S: 

HMJr: 

S: 

ID!Jr: 

- 2 -

I notice you are. 

And in oonneot1on V1 th that Dr . Lubin hall been n r )' 
helpful , and he neede 11o•e mone)' to do eo•e 1nveeti­
gat1ng work. And I &eked h1m to put it in vrit1n~t 
and I let the President read it Saturda)', 1J14 he •• 
a11king for ten thoueand dollar• Which ill ear-marked 
over in your Bureau. 

Yell. 

I ' m going to send you a photo11tat of the letter with 
the President •• 0. ~ . on the ten thousand. 

Yeah. 

And I ' d appreciate it if you would release that to 
Dr. Lubin. 

S: Yes, All right , we'll 11ee What va can do about it. 

Hl!Jr : 

s: 
H!!Jr: 

S: 

S: 

HMJr: 

Well , can it be one of theee - - the tool induetr)' 
we talk about triple 1A1 priorit1est 

Yeah. 

And as one tool manufacturer to another Will you take 
care ot Dr. Lubin' 

Yeah, yeah. 

I'll eend 1t over by mseeenger. 

You bet. 

And )'Ou ' ll find on the last page the President •• O.l. 

s: Yeah. Well that •• all r ight. 

Hlo!Jr: 

S: 

HMJr: 

8: 

And 1f you could releae11 that ten Within the next 
twent)'-tour houre • • •••• 

All right • 

• • ••• • I ' d appreciate 1t . 

Yeah. Once 1n a while we haYe a 11 t tle trouble with 
the Dr. 
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S: 

mr7r: 
s: 

ID!Jr: 

s: 

P.!'Jr: 

S: 

ffi!Jr: 

6: 

P.!!Jr: 

S: 

H'!Jr: 

S• 

J!llJr: 

S: 

f!!.!Jr: 

- 3 -

I eee. 

And I -- but I don't think tbie ie anything we ' ll 
have any difficulty about. 

Oh, you do have eome • • • •• • 

Yeah, onoe in a while. 

I see. Well , this is eomething that .... .. 

Well, it you -- it rou r eel that this is desirable 
why we ' ll go ahead with it. 

44 

Well, both - -well , the President and I do beoauoe •• • • • 

Yeah. 

• ••• •• it'• to give me - - 1t1 e to oheok up on these 
t ellowe in the industry. For instance, I want to 
know how are t hey training these tellowa . 

Yeah. 

And what are they doing in the labor -- and it all 
looks lovely, but I want ••• • ••• 

Yeah • 

•• •••• Lubin to put the canopener on it and eee it it'• 
as good as it looks. 

Yeah. 

See' 

Yeah. All right , we'll take oare or it. 

'!'hank you • 
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21 7 p.a. 

45 · 

• 
Operator: Go ahee4. 

Bello. • • 
Ch&rl61 

• 

EdiiODI <food IIOI'n!ng, 111'. 

HMJr: 

E: 

HMJr : 

E: 

HMJr: 

E: 

HMJr: 

E: 

HMJr: 

E: 

RMJr: 

E: 

HMJr: 

1: 

RMJr: 

!I 

HMJr: 

How are rout !'1:118 -- ie thil J:41eont 

Yeah. 

Henry Morgenthau. 

Yeah, 

Row an yout 

Yell, I•• about t o tall apart. 

Yell, don't do it until I -- don't do it until I 
get through talking to you. 

No, I'll try to 11._ that long. 

Charlie, 4o you re•llber Ole Pree1dent last 1111111111' 
asked you to get a plane tor •e. 

Yeah. 

Re8111!1bel't 

Yeah. • 

Yell, then thly tueee4 aroun4 and they didn't get one 
ana I oaM ~ok and I .took it up Y1 th 1011 again aD4 
on lloY .. bel' 11-th we Mnt o._r •- oa.unloai1on that ..... 

You .. nt o._r 'llbatt 

.1. OOIIINilloauon that we - we14 take a ~" ...-er 
18, 10U •eet 

Yeah. 

Yell ve•'fe been -- I' .... 'bHn &llkilllr tor prop-ell reporte 
ua. we sot ont oil u lase •• lumar'l lth, eaJbl t~aa• 
Ole oontraot ror thla p1PM vu h'- • ..,. Uth lUll tba 
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E: 

!!J.!Jr: 

E: 

f!l.!Jr: 

E: 

ID!Jr : 

! : 

E: 

HMJr: 

E: 

l!YJr: 

E: 

RMJr: 

1!:: 

- 2 -

delivery val February 11th. Nov I've just learned 
that the plane 1en•t goi ng to be ready for two or 
three monthl. 

Yes. 

.lnd ve oalled 1n a repre1entat1 ve of the Loohhe'-d 
here in Vaeh1ngton and I don't know vheth.er 1t'e 
oorreot or not but 1t eeeme that the papere have 
been kiok1ng a round over t h ere and whatever your 
department 111 that does t he buying of the plane~ , 
and i t aeeme like an avtul long Vhile and I juet 
wondered 1f s omebody vas, oh I don't know, trying 
to g1ve me a run- around. 

t1ell ! 111 oheok i nto it again. In t he beginning 
nov let me 1ee 1! I've got t he 1tory straight. 

Well ••... . 

In the beg1nn1ng you asked t or this plane. 

Yeah. 

And we had a plane that we oould g1 ve you r1gbt 
away but you W&Jlted t o ge t a part1oular k1nd of 
plane Wb1oh you had t o walt tor. !hen •• • •• • 

That vas November 4th. !he date ie November 4th. 

Yes . !hen -- t h en that wae delayed 1n delivery 
and the t 111 event by. In the meantlllle another 
new t ype of plane olllllfl out Wb1oh you ea1d you'd 
rather have. 

And that val November 4th . 

A Loohheed. 

But Charlie, that -• lfo.,..ber 4th •••••• 

Yeah. 

•••••• that we agreed w1 th the Navy th.a t 1 t would be 
a Loohhee4 18. 

Yeah. lfovember 4tht 

4S 
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HMJr: 

E: 

Hli.Jr: 

E: 

E: 

P.HJr : 

Nonmber 4~, 

Yeah, 

- ' -

And then ae late ae the laet oommun1oat1on that we 
had trom the Na't'lT, the inspector out at the .Uroratt 
raotor:r - Loohhled - vae ~~ tlret week 1n January. 
And at that t~e the:r ea1d t hat t he oontraot oalled 
tor deli very FebruarJ 2nd. Rellot -- Pebruar:r 11 ~. 

11th or Pebruar:r. 

Yeah. 

Well, 1 t vae t o be deli -n~red. Nov I learn tl:at I 

I don•t - - they don ' t think tbe:r are going to get it 
tor two or three monthe, 

All right. Wel l g ive me a l ittle time on it and 1111--
1111 tr7 t o oheok 1n on it, 

I wieh :vou would because it • 1 - I don ' t know, I 111a:r 
be all wrong but it l ooke ae though, ae I eay, some­
body in the purchasing seot1on ot the Navy -- well, 
he haen •t -- isn't ver:r ~oh interested. That'• 
that 1e the 1~reee1on I get. I may be wrong, 

E: Yeah. All right I ' ll look into it. 

m.!Jr: Shall I go over the datee onoe moret 

E: llo, l 1Te got 1t. November 4th ...... 

HM.Jr: 

IIMJr: 

E: 

IIMJr: 

!: 

RMJr: 

4th. 

• • • ••• or around there that ~e:r proaieed the - - that 
,ou could - - you agreed that you ' d take a Loohhee4. 

4 Loobheed 18, 

Por deli-n~ry Pebruar1 11th. 

!h&t11 right, 

In other worda, on election aa:r you wer e proa1eed 
1:bat a nlane would be del1nrecl on •:r father' • 
bir thday, 10 I oan r-mber 1:boH date e. 

I . .. • .lD4 nov theJ • • •••• • 
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ID!Jr: 
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- II. -

•••••••• two or three months tr011 now. 

And I'm afraid that I won't get it during Xr. 
Rooae~lt1 a aeoond term. 

E: I see. All rigbt. Let me work on it. 

I!J(Jr: 

E: 

E: 

m:Jr: 

E: 

ID!Jr: 

E: 

m<Jr: 

E: 

HMJr: 

E: 

ID!Jr: 

E: 

HMJr: 

It you-- and 1 111 --one other.t •••• 

I may not be able to get word baolt today but I '11 get 
it baok in a day or two. 

Nov, one other thing. I 1 ~ been told that the General 

Maohinerr Company ia manufacturing a epeoial lathe ~ 
tbat•a 165 teet long tor Ruaeia Wh1oh would make an 
18-inob gun. That it 1 a right along aide a pieoe of 
machinery tbey are •ld.ng for you people. 

Yes. 

Noy, I don•t know Whether that 1 a gone and been de­
livered or not but the Na't')' inlltlaotore ot the General 
Maohine Company -- ~!aohinery coinpany would know. Rw.,, 
Yea. 

And I 'd 11ke to know Whether it would be of any interest 
to the Na't')' it we'd try to do something to keep that 
165 toot lathe tro• getting out ot the country. 

General Machinery CompanY' 

Yeah. 

General Machinery Company making 165 toot lathe •••••• 

••••• Vbioh will salta an 18-inoh gun tor Ruaaia. 

•••••• tor 18-inoh gun tor Ruaala. 

And ther tell •e that the Ma't')' !lea got aDOther big 
pieoe of uohinerr right alongside of it, eo J01D' 

lla't')' inapeotora nat kDow about it. 

1111-hll. .Ul r18ht, I'll look into that. 

lfcnr, 'b8 11a11 Who aaw this - lt waa ac.a 110ntha ap, 
eo •Jt>e lt1 a too late. I don't 'kDOW. 
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E: Yeah. Are we interested 1n keep1ng the big lathe• 
here. 

Hlt.Jr : 

E: 

HMJr : 

E: 

HI!Jr: 

E: 

!i!•Jr: 

E: 

Right . 

Wait a minute I ' m putting t his down. 

' Right . 

All right ! 111 -- I ' ll look 1nto that t oo. 

Thank you very muoh. 

All right, sir. 

Thank you. 

O<lodbye . 

• 
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rebruar:r 7. 1940 

Present: 

Kr. Purvie 
J!r. Bloch Laine 
l!r.Bell 
Capt. ColUns 
llr. Cochran 
Krs. Klotz 

11 a . m. 

Hl!,Jr: 
you ab out our 
people. 

I don't know whether Capt. Collins told 
ceeting t his morning with t he machine tool 

Capt. Collins: I have not, Sir. 

lll.t,Jr: They 11ere in and we saw them first a nd then 
we saw the two engine people, Wright and Pratt-Whitney -­
pnd Allison s eems to think everything is lovely so they 
did not come today. So t he other people , t hey have gone 
away. Their ei t uation alrea dy has been helped consider­
ably but there is a lot or more work that has to be done 
and up to the tice that t hey lett they did not think that 
the trouble waa the foreign orde~s, but t hey had not had 
t he whole picture . I don't know whether t hey are meeting 
in tMI1r own hotel or downstairs. 

Capt. Collins: They are in their hot•?-· 

HU.Jr: Just to give you an idea, Curtiss-Wright 
says they ought to deliver , throwrh all orders or machine 
tools, ~. They only have & 'delivery or 2~. 

llr. Purvia: Machine tools mat have run into so!IMI 
d1ft1oult;r. 

llll;Jr: Aa the7 aa1d, the7 have had three aeta ot 
prolliaea. Bow the:r would like dal1ver7. '1'be7 are woJ1t­
ing on it. Jlaohine tool people -- reall:r, well, all of · 
th1a publicity baa g~t8D them verr angr{, but I think it 
hal had a good effect, baoause tbe:r aa:t we are not going 
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to be t he goa t• a nd so forth a nd so on, and •we will 
show t he world" and while they pot very much announced 
about the New York Ti mes saying one machine tool fel loVT 
went fi shing r a ther than making machine t ools , i t ' s a l l 
right . They cussed me up a nd dovm t he river and every­
t hing else , but particularly Cur t ies-IVright have alrea dy 
be .. u n to get the benefit . But l'lhen you ge t through t hese 
tl'IO tremendous new pl ants a nd see them three- quarters 
eopty, you renlize t hat there i s a lot of nor k to be done 
nnd a lot of tools that have t o be delivered, but , so fnr , 
t l1ey hP ve not sai d , •well , no,.. , if the Freno~ rrould re­
le~se this or the English release that, we ca~ do t hat.• 
So it h~s not ~one to t :1at point . I sa i d , go and meet 
nnd I Am !<eepint; fro:~ three t o fcur f:'ee i n ca se t hey 
r.an t ~o co~ back and mee t n ith you ~entle~en and say , 
•..,111 you release this or t hat?" . 

::r. Purvis : We n1ll be avAilable in ca se t hat 
develo'Os. 

HU ,J r : I am fre e fr or.1 three to four . They ma y 
~7ant to come back a nd say in the $50, 000 , 000-odd that 
your p eopl e hRve on order, non t !li s t ool or t hat is a 
key tool, but they have no~ ye t sa i d that . 

!:r. Purvis : No. 

~.Jr : But t his mornin~ Pratt-Wnitney had some 
288 tool s they need very badly and I don ' t kno~ ho• many 
Wri-~ t, but there is a lot , s o I no holding fro:~ t hree 
to four a nd I have asked t hee t o come bacl~ on the '!let , 
-r!U ch i a t .,o .. eeks fro:n today , a nd chec!r up , but t he t ool 
'Oeo'Ole ~de t he statement , ~hich t he eng ine people have 
not corrobor ated , t hat due to the meet1n"s here t he tool s 
have been a cceler ated by four ••ee'ts -- t he deli very -- but 
t he en~ine 'Qeople hAve not admitted thPt. 

tlr . Purvi s : That will come alon~ l a ter. 

HH,Jr: You have t hese tno huge bu ildings e.t Pa t ter ­
son a nd Hartford •••. 

1~ . Purvis : Are those the ones you sa~? 

~.Jr : Those are 1;he ones I saw. Those are the 
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onea 70u gentleaen paid for. low, before 7ou get on 
your own problem, the -.chine tool people naked ae to 
eay one thing. That if thie ao-called billion dollar 
order 1hould materialize, they want to 111 t in trom th'e 
beginning. Which they ehould . 

ilr. Purvis: I think that' a correct . 

HK,Jr: And 1t they are going to do anything more 
in the way of deliveries, they have to have some new con-

• atruotion. 

Ur. Purvis: Yea. 

1m Jr: And if ,;hey are going to have soa~e new 
construction, they went some money. 

that. 
t~. Purvis: I want to t alk a little lnter about 

HM,Jr : They will need some money. 

Llr. Purvis: Right! 

HK,Jr: Because they are taki ng care of our do­
mestic needs, but the question of pili"3 on top of t he 
present situation, which isn't too good on delivery--
I mean, I would be t he last per son in t~e world to kid 
you, aa we say in this countr7, but if 70u are going to 
pile a billion dollar order on top of the existing ones • • • 

Ur. Purvis: As a matter of ! not, I think H would 
be absurd to go on with such a pr ogram unless one knew t he 
machine tool situation waa poaeibly ensier. The obJect 
ot the whole thing would fall down. 

---~: And the7 had never seen this picture until 
I brouga~ ~nem in. 

ft· Purvia: Posa1bly too 1111ah aeoreo7 1n our anx1-
lt7 to ep it quiet. 

~1.rr: But I th1nlt all the pabllo1t7, which waa 
atartecl 1 the -chine tool people 1n adYance of their 
oc.ing 4own -- on getting an inrltat1on the7 began to talk, 

• 

• 
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and there has been talk and I am convinced that it worked 
out to t ' e good , because they hnve thei~ backs up now. 
And t h is fellow who heads up this Committee , I asked him 
and he said not a single machine tool fel l ow hna refused 
to coopera te. Not one. He has had lOOjb compliance 
11i th the voluntary request. So I would say the pub­
licity, while I regretted it, has been good. But, you 
see , they have all been off by t emselves and t hey tell 
me about a company up in Wisconsin. The French have a 
bi g order up there and they are off by themselves, and 
if thi s other thing comes through I think you ought to 
s t a rt almost firet wi t h t he machine tool people. 

Ur. Purvis: It i s a fun~mental section of t h e 
i nd·1s try. I think the eng ine makers worked on soce 
fa lse premises , because I understand they did give as­
sura nce to Pleven and Colonel J acquin -- engine makers, 
not the machine tool makers . 

~l .Jr : I don 1 t know where it ie . The people 
nre together no1v and t hey hnvs made a lot of progress . 
T:1ey a re getting t he tools. They are re-arranging 
their schedules . Now they a re going to come back in 
t••o wee!ts and t hey have definite figures, and, after 
all, all you have to do i s to ~ up a nd see the build­
inrs and see whether the tools are there or are not t here . 

1'18ek . 

Ur. Purvis: Quite ! 

H!! ,Jr: But 1t has been •1ery hel!)ful. 

Ur. Purvis : Quite! 

Shall I give our re1lort -- .,e got busy in t he last 

Hll,Jr: Plea se. 

l!r. Pur1is : And I think we cAn re"Dort some suc-
cesses for you in this oicture . In the f i rst place, 
~~ . Secretnry , as far as t he British end i s concer ned, 
a fi ,·ure of f?lo ,ooo,ooo was mentioned last .,..eek, a nd we 
find a figure on the inside, on Government or indirect 
Government orders, i s not less than, as a minimum, 
$15 , 000 ,000 and nearer, we can exPect , t o $21,000, 000, 
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the missing point being we are not quite sure how much 
ot the orders has been shipped. 

HM,Jr: The maohine tool people report $34,000 , 000. 

Mr. Purvis: Do they ? 

Hll,Jr: We have been hearing $34,000, 000 tor the 
British and $55,000,000 tor the French. 

~· Purvis: We have been able to get up to 
21- l/2111ons . 
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HH,Jr: Tney said 134 , 000, 000 English and $55,000,000 
French. 

l~ . Bloch-Laine: I made a comolete check of the 
orders that paaaed thrqugh our hands in New York -- and 
I think i t will be 10~ ot what has been actually ordered 
since the Mission 1s here -- a t present $52,000,000 worth 
t or Air ll1nistry and $26,000 , 000 tor the Armament Hinistry. 
That's $78,000,000. 

Capt , Collins: !lachine tools only? 

Ur. Bloch- La1ne: Uaohine tools only, but all of 
them. They call them stock macines because no one i s 
allowed to buy t hem without a license. 

HM,Jr: What they said -- and I pass it along tor 
what it is worth - - all orders tor machine tools for the 
French go through your (Bloch-Laine' s) Uission, and not true 
tor t he E11811sh. 

~~. Purvis: That is rir,ht . On t he other hand, we 
have made consider able pr ogress. I am authorized to say 
that at least from now on all maohine tools tor the Govern­
ment , whether direct or indirect, will go through the His­
sion. They do ask me to make the point that i n the con­
trol ot actual i mported stutt , which is reported to us to 
be very small, t hey say that will cover the great bulk of 
everything that is being done . The actual Job ot telling 
you what i s going on is very difficult one. All we ask 
you to do is assure the Administration on t hat relatively 
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sm~ll detailed end of it, fullest cooperation will be 
~iven but the supplying of actual figures is a pbysi cal 
impossibility. We have got up to 21-1/2 millions with 
some l i sts, but I think what we should do perhaps is 
get together with t he machine tool makers and we should 
be able to bridge a good deal of the gao between 21- 1/2 
and 34 millions. 

Hl! .Jr: This would onlY be i i!I"Oort ant if they come 
back between tqree and four o1 clock and say •we need cer­
tain machines lit number which are on order froo the English 
a nd French and we want to release soce of them•. 

Mr. Purvis: Yes; quite ! 

HU ,Jr: Now 1f they don't, I thin.lt I would leave 
them alone. 

!1r. Purvis: All right . 

~: If you don ' t mi nd , because I t~2nk if you 
met you may nave to give up something. 

Mr . Purvis: We certainly are not inviting that ! 

HM ,Jr: You see what I mean? Unless they come 
back and say -- now they have had a grea t difficulty i n 
catting ll8ch.ines by order number s . l~ow they only got 
t l'.at this corning , fro~ the a i rplane encrines. tlow t hey 
know machines by n111:1bers and they may , between now and 
three o ' clock , say there are certain machines by numbers 
that we would like to subst i tute i f they can get your per­
mi ssion , but that has not hapnened yet. Unless they say 
so , I woul d leave them alone. 

Ur . Pul"Tis: I agree . 

H!i ,Jr: We have a proverb not to borrow trouble. 

l~. Purvis: You did ask us to say -- we might be 
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asked which was t he more important, airplanes or machine 
tools . We are both asked t o say that giving up tools now 
~auld be one of the greatest blows to the Allies' cauee 
a~d if they nere forced to choose, they would have to choose 
against t he airplane engine in favor of the machine tool, 
but hope they will not be. 
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HII,Jrt All the .are reaeon wtQ' :rou eboul.d not 
meet thea. 

Jlr. Pun-11: Ver, good. 'l'be7 aleo 8&7 the7 
will ulie four cia11ee ot require~~ente, but the7 are 
bound to be tentat1Ye becauee the prograa 1n the war 
1s a deYelop1ng propoe1t1on. !hat, I think, 1s prett7 
obvious . 1'hat takes oare of an7th1ng I hu·e to say 
about machine tools. 

Mr. Bloch-La1ne: They gave eome indication, and 
I don't thirik It is more than a tentative t1~, they 
epOke ot starting October 1940 eomethin~ like 121,000,000 
for each of the two, .Ur and .lrmaaent H1n1etr1es, but 1t 
1s impossible t o g ive det~1ls at the present Juncture and 
1t is Just an approximation and loalte 11:te 1t wae a II&X1-
Ill\1lll , 

HU,Jr: 1fh1le we are talking about machine to ole, 
do you kriow whether 1n the next 30 to 60 days whether ~ou 
are going to place many more orders, 1rrespeotive of the 
air program? Do you know that1 

llr. Blcoh-Laine: I am not in poeition to tell you. 
I don 1 t know •hether we will place them. Tl1ere 11 a 
$7,000,000 worth of order• for aMI&llllnt "hich are, I 
ehould say, small orders beoause peoPle 1n Prance haye 
been talking w1 th .altere ot machine tools there and they 
probably said that ach1ne tools were aYa1lable. We 
are waiting tor the propoeals 1n order to d1scuee 1t with 
the machine tool makere and e1gn 1t, which 1s the way 1t 
ie done . I don't think there will be difficulty there 
because the repreeentat1ve ot the tool makers 1n rrance 
would not have ea1d yee in Paris 1f the:r had not had word 
tro:D here. 'l'hat r:ta:1 or ~ not be eo. And there ie 1n 
the old progra11 of the .l1r 111n11tr, another tl:510001000 
•hich 1nclu4ea preo11el7 eo• of tboll d1ff1oul.t -h1n .. 
to be had, 11b1oh lea' t, haea' t been plaoed be-.e the7 
han not been able to plaoe 1 t. 

H!I,Jr: Bow auoh doee that totalf 

Ill'. "tfo~r.~t t'l8 1 000jfl¥) plu1. Both Air and 
.lrlllalllent. 

1 , 1n the Air 1 11h1oh I thitdt are plaoe4, 
and there 11 11310001000 with a 1d.g queet1on ..s. 
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HU,Jr: So another $20,000, 0001 

Ur. Bloch-Laine: Another $20, 000, 000, out of 
which $7,000, 000 does not i nspire any mi sgivings because 
I don 1 t think ther are d1fficul t machine tools. 

!.!r. Purvis: I am unable at this moment to give 
figures as definite as that. That is my missing cable 
forecast of the future. Simply asked me to bear in mind 
that they will oend it as quickly as they can get it, but 
plenoe to remember it is a developing progra~, oo really 
any figure we would give would be a guess made up from 
this end from such sources as we have whi ch are incomplete, 
but which shows that further orders are c oing to be placed 
if t hey can supply them. But we know t here are ~10,000,000 
in or ders re would like to place, but probably there will 
be o t hers from t he other si~e and I t h ink I ought to wait 
for my cable. 

HU,Jr: ~10 , 000 , 000 for you? !lore? 

Hr. Purvis : Yes, but it is a very tentative fi~re 
because it cones only from t his side. I have ~:;ot t o de­
velpp something more t here. 

l.:r. Blooh-Laine: Whereas our Air !!i nistry has given 
a complete program to the Air U1ssion and told them to go 
~~ead a nd pl ace it and they have done quite good progress 
tilat way , rut t hey certa1nl.y have $13,000,000 rorth of 
machines t hat re!ll.9.in to be placed, and wl:.~r.- the difficulty 
exists . 

Hr. Purvis: I take it 17e are t alking about orders 
we ~ould like t o ~lace soon, not 10~1-term program which 
would obviously be vely much l areer. 

HL! ,Jr : I Just wnr.ted to have in my mind how much 
more business may be pldced on top of t he cach1ne tools 
and I oa:rr-1 a figure of between $20,000, 000 and $30, 000,000. 

l!r. Purvis: In the relatively early future? 

HU Jr: From bot h countries, 
! call t~ billion-dollar p r ogram. 
,2o,ooo,ooo to C3o,ooo,ooo. 

irresoective of what 
But there may be another 

• 
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Mr. Blooh- La1ne: Another thing I have which may 
be of interest, all those orders, I would say are things 
to be delivered between now and, say, October 1940 or a 
little part of it up to the end of the year, when ~ are 
talking about orders placed or orders about to be pl~oed. 

Mr. Purvis: That's right. 

I thi~,Mr. Secretary , if you ~ere goi ng to keep 
a figure in your mi nd , bear in mi nd we have our figure 
only from this side. I think i t would be better to double 
our figure and oall it ~20 , 000,000, · say , i f you are keeping 
a broad figure in your mind. It would be an underetate­
men t if we were worki ng on the ~10,000 ,000 alone. 

HU,Jr: You QAY be intereeted, the industry says -­
and this 1s a rough figure - - they hllve a backlog of orders 
fro!!! everywhere of around $350,000,000. So that g ives 
you an idea of where they stand, but it's a rough ~igure 
of orders, backlog , t hat they have to fill yet. 

Mr. Purvis: That ' s domestic and foreign? 

1:1:-!,Jr: Everything. $3So,ooo1ooo, of which t he 
foreign i s ebout ~125,000,000 . That s their figure and 
they say it is rough. 

Ur. Blooh- Laine: But there must be others besides 
th.e Bri t1Sh and French. 

Rll ,Jr: Oh,, yes. Some Russian a nd some Japanese. 

Mr. Purvis: It ie smal l f 

HH,Jr: Yes, surprisingly. 
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!.lr. Purvi e: Because :oeoort ..as made to the Auetralian 
can , Iei th ottfCer, by the Australian Trade Cocaittee in 
New York, which was very exaggerated , I thought. He said 
~very factory had four machines for Russia and four mor e 
for Ja~an for every one they had for England and France . 
I discarded that as i noorreot mat erial . And that was 
blocki ng the whole ehow. 

Hal ,J r: That ' s not right. Like all these t hi ngs , 
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when you g•t down, the picture is quite different. I 
was hoping the Japanese and Russians would be big. 

Capt, Collins: Unfortunatel7 they brought out 
the fact this morning that the Ruaaian and Jaoanese 
were not t fie type machines on order, were not. the t7pe 
that could be readily converted to oureelves in this 
coontry or were similar to machines that had been or­
dered by you. 

llr. Purvis: I see. 

Shall we go to another eubjectt 

HY,Jr: Please. 

Yr. Purvis: Since I asked for a chance to come 
and mention this to you , I have had a t alk with !lr. Sul­
livan and am expected to see him after I leave you and 
I make that clear at the beginni~ becauee of something 

· he said to me , but Mons. Bloch-Laine and I both feel -­
we are very seriously worried, in fact yesterday very 
seriously depressed, as a result of the way things are 
developing in connection with the means of avoiding tax 
on capital extensions. I don 1 t know that this would 
apply to new plants, but extensions. 

As you know, we attained one success, the Atlas 
Powder Company, but we really do have an uncomfortable 
feeling that it may be •one swallow maY not make a sound". 
We have run into the Hercules, who have a certain powder 
which we must have, which we must place. We have r un 
into a situation where we are actually stymied. We had 
t wo and one-half hours with them yesterday, Uons. Bloch­
Laine and I, in New York and came out of it with the 
knowledge that they would not be able to take care of 
this loan procedure. I am going to see Mr. Sullivan 
today in the hone that he ma7 have some other suggestion. 
but it did not ieem that any easing that oould be brought 
about in the limi ta of hie propoeel would do &n1 good 
and, frankl7, we are faced toda)' with this fact: that 
every day we lose , the powder plant is not bei ng proceeded 
with • • . •• 

RM,Jr: Excuee me. I f 7ou are going to talk that 
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to me I would auoh rather haTe Mr. Sull1Tan 1n here. 
I oanl t get eo worked up about it, beoauae there baa 
been eo IIIUOh horeetra41ng, if you don1 t aind 117 eaying, 
on both eidee and you people al'II'&)'B get eo .orlted up -­
well, I don't know1 I get tile i~reeeion that there hae 
been quite a lot or horntrading. 

Mr. PurTis: Well , now, if there ie anrth1ng of 
that, then perhA:pe we had better tallt with Mr. SUllivan 
11ret. May we come baolt if it 11 ae eerioua aa we think? 

Kr. Blooh-Laine: Complete imp&eae. 

BM Jr: Oh, yea! I still have three to four 
open for this purpo,e , but I Just got that i~reaeion. 

Di d you clear with Sullivan -- he wanted to get 
a release from you that we could publicize t he Atlae 
Powder business . 

Hr. PurYir Yea.· we told him immediately we 
would too deligh ed. 'l'he only thing 1 aaked -- don1 t 
think it .ould depreciate the Yalue of what you do -­
would like to leaYe out any emphaeie that t he loan 11 
to come from~~. beoauae we are atill working. Hr. 
Stohl (?) (an officer of Atlas) talks about extension. 
lre are el["9la1n.1ng and trying to sell hia the idea of 
a loan. That SulliYan has, but we don't say we put 
u~ the money " ithout neceaaity, bUt we hope the banlters 
will be willi ng to lend on their general credit with 
t he i dea we undertake to pay t hem the difference on 
Sullivan's set-up• and Sullivan is in agreement . 

~Jr: You had better go once more to Sull1•an 
because will do the eXPlaining. 

Jlr, furT11: I said we would be delighted. 

BK.Jr: You know why we want the publicity? 

Jlr. PurTil: 
the th.1ng forwar • 

l'rom the point of rtew of getting 

~: It1 a ay relation with Congreae. I 
figure rrtliey know it and 1f the people of the United 

• 

• 
• 

• • 
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st~·ee '·no·- it , the c!"!nnces 11re one to ten no i nve s ti­
...... 1 on" . 

~:.r . P U:'Vi S : 

H:: ,J r : All these r.tanu:r.-c';\1rers -- 1 t is very 
in ~>rPrtin · ~·1en I c o in t:1P flel<' , one of t:1ese enr-lne 
c ~" r. i es , o:'l noan1nr- Pnti <-rol\nln- , "Loo'< ·-:'11' t t he !lye 
Cc~· l~';ee c1d to U<; 11 , ":1<1 q;) ~ort. nnd so 01~ . So! 
" • · , "'7ell , -:::·t ' • ~·-.:.~ I .•·rp beer n·tbl ici::!.:o:· 'Ill o!' 
... 4 ""'E' : .!, "Q

11 '1"1- <=!nee _, :-_ .... \"P _ .. >J .. e 1: :tot P SenP':O!"' 
~ .... ~ :c. ·!"'es r -...~!1 :·.as -r!t~en ue n 1,.~ - er- . A:: I r! ·:.:"' 

" v· : . Coll i~~ : ':"'::~: ' e correc~ . 

:r: ,-.h·· : A::d 1!' ~.·.e!"c 1s ":1!" co::t"ll:t 1 n ~, ---p c t· r. 
l•in 1t :::c::'cre r·e -~ :; into t':ic t :un. too C.ee"lly • 

...... , :"'£: ~. r rs I ·:r.o-, , ~s o!' ... o:~:; our Co:1 -~ .. es 3 1s snt-
1 '!"!cd , · ·:1.1c . :1!:":e s 1 t ::uc:~ e" s1cr ~o~ yo·..1 !)e:>!)le b(' -
c l ,. it .,o.1ld be r.~1.1c:·. •rorse 1~ .. ,. ·ot •·.lon · "·1: s •d ­
u('"•l_, t .ey . ..-.ssed so-::~ lew• clC'~\'11 n-:: dO"'" - - r.o :)o,der 
. •l ;H 'I o•.tl ti. be oull t or t..is O" t:V t or ';:1e ot::er 
~ . .in , or i:!' :;::ey sto:::))ed t:.,. 1 r!'tPr -:;·.·-:; :1a.· been 
v·til t . So I ~ . . in': it io ·oo . 'tbl1c :"lr~1ur.~ t o 
~x., 1 t:.ese : .. i :1 ·s ,. c.- -~ ·c lo:-t ·· . ! t 1 c "'"O C:!. fc~ 

... ou ... t .. ·: (' 
!.s ~ 

:"'~C:1C 
~!.v::, 

~0 
I . . 
1 . 

1 

1~ 1 ~ >:-- rt1c·tl -:-1:; oor, ~..,r u~ '"'nd ! Px:'llf'l"led 
": .~se .... ~!'_,:: .... ne ~ .... ::~l .# "' ct l:-"'rs "r. · q~i-1 , •·rr:y 
.. o·l · e;:;.l 1. ~ .e ~ublic : :-; t!:Ug ~la:1t eX"")£':1s1on 
4'1'or 0·' ,po""o~-" ""OnP·,-- " .., e ..,..,.s·-e r - ag ";::e 
1r· n:l~ ;.a;t-~; :o C. 1 t ~~~ !e;.;ro o:' ~e'""e!"'\:Us­
Fr ... nce . " 

: • .,... • P.,U"V ~ S : 0?\! 

'i:: .J·- : S o I ~1"1<1 , '"7el l , I <;i:;:: • · ·· r:o ... ~:-:·-.;::J.r:r-
",._, ~ - "'

4
- - ..... ,. 1~ • ·e ~r -Pnc'"'~ .. ,.,r:t "'nvt· 1n- :1ore ~.ere 

.., - w ...... ) -..# • .. .L "' • - • • • ·~ • • .. •• 

tn' e::nect ·1s t :> d o -,ore , I t •~nk -;:1P;r h".d better let 
nr .~c'vE'rtl•e t:1P fl"ct ":''l"t t1ecp nl t> nts Rre '01\ld for 
b:· ~orE-1 nere . " 

~o s:.o··r you , t':e Presiden~ :l!' t:.._e rJnited Stn:eo 
.. 1 t"el!' tN1ri no~ ·::'!o- t::. ... ~ t':1s nl P..,t ey.,,.,nsion .... t !:ar:1n , 
?r· <;~ -"1:.1tne·• P~"ld ~.'; '7r1-::t -.as 'laid fer by f ore1-n :r.one:· . 
! !."" •• e .!oes ~0: ·:,o- , :o- e ,.n t .. ft ~"n O!"l ~he s~reet :{non 
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it? He did not know it until I told him yesterdAy 
nt lunch. All t his talking which I have done at 
Hartford has spread it out that these pl ants are be­
ing paid tor and tbo.t our taxpayers don ' t pay a cent 
and I take it now that you are where you don't worry 
eo much, but last summer you were worried. Today it 
does not worry you it it is reprinted in France. 

tlr . Bloch-LII i ne: I don 1 t think it ·~ould matter 
at all, 1! it is not printed t hat all capi tal expendi­
ture ~e not only have to pay t he oost or expansion but 
income tax on it and income tax on the profits or the 
income . 

lo!r . Purvis: Which is at present a total or 25~. 

H!! ,Jr: You are deal i ng with a lot or Yankees. 

Mr. Bloch- Lni ne: I have been ten years in the 
Treasury. I know it is not so easy wi th fiscal problems . 

HH J r; I c an assure you gentlemen that the pub­
licity which we have been getti ng this last week is 
good tor the United States and will be helpful in handli ng 
additional orders. I don't want to have a po~er plant 
built in the United States without the Qublic knowing it. 

l!r. Purvis: No. 

Rll,Jr: Without our public knowin~ about i t , be­
cause I l earned my lesson tvhen that poor French aviat or 
uropped out or the plane and that taught me my l esson. 
Novr , on t he molybdenum thing -- not a murmur ! All or 
this stuff, nothing at nll , except letters tron Chambers 
ot Com~erce inviting me to come to their city and see 
what they can otter. But I don ' t want some Senator 
Nye to discover through some way that there is a powder 
plant bei ng bui !t out in llis souri and he thinks there is 
socethin;; wrong about it and t hen gets legislati on through 
forbidding ue to e~ort powder. It it le on the front 
page - - only ~~ee the tront page if lt is a secret . 

Mr. Purvie : I think that ' s true. 

HM.Jr: I t is t rue. I don ' t know what's good in 
Fra nce . 
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Kr. Parnat You ltlll the n ... q],ua by gt't'lng out 
IOaethlng Of ftl.ue, bat 1t'l front ,.. 1f 1t 11 88-to 
An1 relel'Yat1on I ba4 1n regar4 (o pu~lioity ia not &bout 
the fact we are pe.Jing, only the que1t1on of tdsetber we pay 
onr two or three ,.11'1 inltea4 of one. • 

RM,Jr: You so oftr that With l!lu111Yan, and the explana­
tion to the preu would be done bJ hi•, aDd u· you can get 
together vi th him 1t would be all l'lgbt Y1 th me. 

Mr. PurYil: Getting to another lubJeot, these Yarioul 
allore. I hive one or two pointe. Mar I go into tho1et 

HX, Jr: Plet~le. 

Xr. PurYie: '!'lmgeten. I preY!ouelJ put on the table 
some lntormatlon and then adY!eed you that an hour lat1r we 
had a warning oable aaJing that infor~~~&tion that had been 
sent u1 looked ae though it might be wrong and if we would 
give them a little time ther would send u1 the correct pic­
ture. I nov haYe it. This ie in regard to stuff that 
wae in Indo-China, the paroel ve wanted to knov how 1111ah 
vaa tungeten and how much was antimony. 'l'he French Oovern­
mentt_I understand, ha• been negot1at1n~ for ita own uae 
for ..,oo tone, vb1oh 11 et present lying 1n Indo-China. 

p,Jr: 'l'ungetent 

'Mr, Pul'Yil: Wolf:ra -- tdsiob, I think, il the duol'lp­
tion of oonoentrate1 of tungsten. Completion of tbe pur-
chaee depend• upon 1atiefaotory teobn1oal reports.· ro get 
the••• experts baYe been 1ent to Indo-Ohina. If that 
negotiation is completed, Allied requirement• ¥1~1 be tak8n 
care of unt11 the end of 19~. '!hly haft alao been con­
sidel'lng further purohaue through Obina during 191Kl, but 
tho•• are not for ooneu.ption purpoee1; the1 are for eoonoaio 
wartare. !he Br1t11b Aabe.•aador hal reoentlr 1tated that 
d1ffiou1Uee haft arlaen 1n ta~at nesot1at1on, but tbe1 are 
DOW 'IJI'Ooae41ng 11110otbl)". !1111 11 eoonoaio warfare. !la1 
CJb.lae1e wre ~ng tor \tle UD1tec1 ltatll 1500 toD1, 
at t16.oo. !bat ¥111 aot be t16.oo per ton, bat per anit • 

• 
• 

• 

• 

• 

. 
• 
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Hloi,Jr: Do you know anything about itt 

Cant. Collins: We are about up to our l i mit• 
have a slight reservation only, but we have worked in 
very close touch with h1m on the tungsten situation. 

lir. Purvis: our in1'ormat1on was it was being 
earmarked with •the hope ot getting arma.ments. And the 
Chinese are determined apparently to keep up, even it 
it has to be done overland, 400 tons monthly deli veriee 
to Russia, because they must get arms supplies trom them. 

~Jr: That's new. 
land to ssia? 

400 tons ot tungsten over-

llr. Purvis: That's right. The Chinese say t hey 
are de termined to do that , because it is a means ot get­

ting the things with which to tight Japan . That seems, 
as you say, to be the only ne"' thing in it. 

mt ,Jr: That ' s new to me. 

!ir. Purvia: On the molybdenum, I thought I ought 
to mention that I am still in negotiation with Climax 
with a view to seeing if ~e can oeet their request tor 
tor oul at ion ot contracts by the con~ers in England 
and France so as to give thee soce assurance to handle 
their podtion. 

HU,Jr: Tha t has not been consummated? 

Mr. Purvis: Have not, Got a cable back yesterday. 
I was speaking with Mr. Hochschild day before yesterday 
and I find it takes about a week, back and forth. When 
we were talking with the Climax people, they did mention 
that Italy's requirements tend to show an increase now, 
and orders nlaced in December and January are quite con­
siderably higher . And it there •ere tmything at all 
that could be done to watch that trom this end so we 
could have a counter-check , we would appreciate it very 
much. 

Hloi,Jr: Tell Harry to watch that. 

Kr. Purvis : I am still wi thout ability to reply 
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to yo' on the New Caledonia Kine, on nickel. !bey 
cabled a tew days ago apologizing tor the delay and 
say they are doing their utmost to get the information 
and will cable. 

They return to chrome, colombian and tantalum 
and ask whether, as principal importer ot the ores, 
whether anything you can do to buy oNis, which would 
tend to stop the supply bei~ available to others. 
They don ' t know ~hat your ore position is, but as you 
are t he principal 1aporters thereof, it you haven't 
particularly good stocks they would lllte very much that 
they should be coralled as a help in preventing them 
trom leaking out as substitutes. 

Copper. Every bit ot information we have had 
i ndicates that that original r umor I brought to you 
o.bout a ve:cy big lot ot copper , 60,000 tons, trom the 
United States to Russia and probably destined, some ot 
it, tor Germany, has a very substantial measure ot 
truth in it and shipments to Mexico are very worrying 
to us. 

1!1:1 Jr: But they haven't got any ships and t hat's 
t he troubfe and trom what I make out, trom the way you 
talk , it ~s being transshipped to U&nzanilla to Russian 
boats . They pick it up t here. 

Ur. Purvis: Yes. That's what we • ••. 

RK Jr: Thsy' pick it up there and put it into 
Russian s~ps and they sail. These boats sail trom 
New York , go down to ~anilla, and then trana8b1p it 
into Russian ships. Tnat 1 s what it looks like. 

J.tr. "Purvis: Yes. 

Rio( Jr: But they are doin<>: everything they can 
to get t&; stutt out of the United States as tast as 
possible , but on account of shortage ot shipe it dose 
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Mr. PurYia: 'l'here is nothing you can dol 

IDI,Jr: No. 

11r. l'urYis: Industri al d1a'll0nda. I have put 
a memorandum on the t~ble t here and I suppose all we 
can ask!.you 'to do 1a anyth1:Jg you could do to support 
this voluntary action we are tryi ng to arrive at in the 
trade; anything you can properl y do in the way of regu­
lati ons. I t ' s a difficult t h!ng. It' s export and 
Customs does not appl y. t o exports. -

HM.Jr: Last two or three months , sales of in­
dustrial diamonds have been unimportant , but there is 
in the process or oonBUCmation a sale or ~500 ,000 worth. 

Ur. Purvis: Oh, yes . 

HH ,Jr: Of industrial di amonds. 
about 1.t. This is delicat e and don't 
it between you two gentlemen. I f and 
the country • • • • 

Mr. Purvis: Yes . 

We know all 
le t -- Just keep 
when this leaves 

IDl ,J r: • •• • I think we can let you know and where 
it i s going to leave and how. But, please, please ! 

Ur . Purvis : All right . 
on for sone time. 

I have liad the clacpa 

RU,Jr: I "ould not even make notes of i t i n your 
Uission. Just keep 1t in your own mind. Don' t make 
any notes or anything. But i! we oan find out , we know 
who i a making t he sale ; we know what kind of diamonds 
t hey a re ,. and what we are going to try to find out 1a how 
i t w1l~ leave t he countr; and when. 

Xr. l'urY11: We will aalte no note ot 1t. 

Ill Jr: I don ' t know how aucceutul we w1ll be . 
we were t !pped ott by one ot the tool people, you aeel 

llr. Purrt 1 : lxaotly 1 

• .IDI.Jr: Jut I don't t hink you had better leaYe 

• • 
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MY ott1oe memorandum around, And, incidentally , 
the person who is handling that tor me is Ur. Gaston. 
And it he hears anything he may phone you direct, You 
~V1ll Just get a phone call. 

is. 
llr. Purvis : I see. 

Thank you very much. 
And I shell know what i t 

IDl ,Jr: But i t is one ot those things I woul d not 
w*nt to get caught at =Yael!. 

Cant. Collins: That ' s perfectly true . 

Ur. Purvis : We won't =ke any offi ce memorandum. 

Ur. Bloch- Laine : Save t i me too. 

Hr. Purvis: I s there 11ny hopetul news ot anybody 
over here t o discuss anythi ng? 

They 
when 

soon. 

Hll ,J r : Just l eave it t his way. Bet ter thi s way. 
can get word t o you. I am sure Ambassador Bullitt, 
he comes over t her e will be Pbent y of news. 

Ur. Purvis: I saw in the paper s he 's colling quite 

I t!U.n."< t hat 1 s all tor the mo:.:ent t hat I have to 
bot her you about. 

HU,J r : I don ' t know ot a nything alae. You 
gentlemen don ' t know about t he new air order? 

Ur. Purvis : Nothing except a cable last week . 
They r eally e~ected to be able to advi se me , but these 
cables come through a t any instant and we shall be hear­
ing through the day and it anything comes along we shall 
let you.know. 

l~ . Blooh-La i ne: I hope t he machine t ool i nci dent 
hAs not been too much on t heir oinds tor that plan. 

Mr. Purvis: lfe t r i ed to avoid 1t i;ett1!l; too 
muoh on their minds. 

• • 
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Mr. Blooh-Laine : We told t hem t hat caused the 
old order not being delivered , but they did not say 
o.nything. 

HU,Jr: It' a cuch better, through this investigation 
t!la t I am cialdng, to know where you are at. 

Ur. Purvis: I think that ' s the big advance with 
really everybody . 'll'e shall bet;in t o think 1n ter ms of 
the whole problem and, after all , if the problem is stick­
ing in the backg round and comes up after , we are much worse 
orr. 

HM,Jr: And if any new orders do materialize , I 
~ i mpressed thAt the machine tool people should sit 1n 
a t the beginning , which they have not. They have been 
kept a t e.ros1 length on this thing. 

Ur. Purvis: And, or course, t he engine makers 
have a perfect reply -- 'but you di d bind upon us tre-
mendous a~ount of secrecy•. And also I don ' t think 
they have quits known where t hey stood. 

Hli,Jr: I don ' t supPose, certainly in this country, 
I don't suppose t here has ever been an expansion like has 
tdt en plp.ce in t he last six months. It' a !)Brfectly extra­
ordi nary and when you see these plants they have built in 
2-1/2 months , I don't know of anything like it in the 
Un1 ted States. It may have gone on i n other countries. 
And t hen equip it and tro. in people, a nd the anazing thing 
1s -- and we are checking it -- they keep saying t hey have 
no troubl e in getting all t he labor they want . They are 
checking that in t he Labor Department . Lubin is doing a 
Job on that . But they keep saying •we can get all the 
labor we want •. 

l.!r . Bloch-Laine: Great o.dvanta<:"e in this country 
that labor does not Di!nd changing places . Very difficult 
to transport an Englishman or a Frenohoo.n froo his home 
town. Un.derstand here if there is work to be done , they 
so a nd get it. · 

HU,Jr: What I found -- tor instance , at Balti more . 
They have gone as much as 200 miles and a great many of 
the men came great distances each day in their own oar. 
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Kr. Bloch- Laine: or course, that helps. 

Kr. Purvis; Yes ; quite! 

HM,Jr: Do you know ot anything? 

Cant. Collins: No, sir. 

oOo- oOo 
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TBAmRY DEPARTMENT 

. INTD ~ CC787UNICA110N 

• DATa Jlibru&r7 7, 1911o • 

8ecret~nthau 

llr.~-

Kotes on meeting held in Secretary KOrgenthau'• ottioe 
on February 7, 19110, troa 9 :15 A.K. to 10:30 A.K., on 
wars and aean1 to eeoure adequate machine tools in order 
to increase eharplf the producti on ot airplane engines 
in the United States . 

Present: For the entire meeting: 

Secretary Korgenthau 

Ur. Charles J. 8t11lwell, President, 
Warner-Swasey Machine Tool Kanutacturers . 

Kr. Tell Berna, representing the 
National Machine Tool Builders' Association. 

Dr. ·U~}n, 
seioner ot Labor Statis tics. 

Captain Collins 

Kr. Baal 

Comin8 into the aeet1ng at 10:00 J..K.: 

l.tr. J. 0. Ward, General Kanager, 
Prett-lhitney Engine Oo~anr. 

Kr. P. W. Brown, 
Wright Aeronautical Oompanr. 

The Secretary opened t he aeeting by u.ring that he had 
t ravelled around eo- dnoe the laet aeeUng and had ne1ted 
the Pratt-lbitner an4 the Wright Aeronautical plante. He said 
he was 1llpreeeed with the current actinty in the plants -
training aethoda whioh were being eaplored to recruit new labor, 
and two large plants he had eeen which had been financed oo~~pletely 
with foreign aoner. !he Secretary then turned to Kr. 8t1llwell 
and aelted hia what he had round out since the last aeet1ng. 
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l.lr. Stillwell gave the following t1gures on foreign orders 
now on the books ot t he machine tool builders: England - t3~ 

mill i ons, France - G55 mi llions, Russ i a - $11 millions, and Japan -
~16 millions, making a total ot about $115 mill i ons . To this he 
would add another ~10 milli ons to cover miscellaneous orders 
which had escaped their survey, bringi ng the total to $125 mi llions. 
Thus , he said, the foreign orders amounted to apororll:lately $125 
oilli one out of a total order backlog of around ~350 millions . 

Ur. Berna then proceeded to tell the Secretary in some detail 
what he had accomplished eince the last meeting. He said that the 
ai rplane engine builders had supplied him with a list of machine 
tool orders which were giving the airplane engine companies trouble . 
He had t hen got in touch with the machine tool companies involved, 
vi a long distance telephone . In all, he said, 31 machine tool 
companies were involved. Ot these 31 companies, he found that ~ 
~d, orior to his conversation with them, got in touch with the 
ai rplane engine companies and had worked out satisfactory delivery 
progrema . ot t he 27 remaining machine tool companies, 19 had, as 
a result of his telephone conversa tions with t hem, worked out means 
tor i mproving their delivery schedules t o t he airplane engine com­
oani ee , The g remaining companies were not able to i oprove the 
deliver y schedules previously promised, These g companies , Ur, 
Barna explained, gave t he orders of t he engine manufacturers 
the r i ght - ot- way over other orders at t he time t he orders were 
placed. In total, Ur. Berna continued, an i mprovement in delivery 
has been worked out which on the average has amounted to an advance­
ment of ~ weeks in delivery schedules . This much i mprovement, he 
oai ntained, was very substantial . 

The Secretary commented that when he was at t he Wright plant 
they ware •ti ckled pink1 at the progress mt>.de so fer by the machine 
tool builders . He said they had showed him a list of 1200 machine 
tool orders on whioh the delivery as of t hat date should have been 
57 percent IVhereas t he deli very actually was only 26 percent . But, 
t he Secretary continued, there wae very s~od feeling toward the 
machine tool induetry and the engine manufacturers were cheered up. 
~he Secr eta ry told t he machine tool representatives a t the meeti~g 
that they had done a swell Job, 

The Secretary asked it machine tools on order tor Russia or 
J t>.pan might be swi tohed to the Wr i ght Aeronautical Company. l.!r, 
Berna expressed the feeling that not much could be accomplished 
i n this manner. Ur. Berna went on to say that the Russian orders 
were for large t ype machines in connection with bi g gun manufactur­
ing , etc. and were not the type needed by the airplane engine 
manufacturers . He said they had delayed one French order to help 
the American airplane engine manufacturers and they probably would 
hear from the French on this , 
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Kr. Still wel l then posed a question t or the Secretary, on 
11'hich, he said, he would l i ke to haYe an answer. Kr. Still well 
~eked what the stat ue ot a machine tool manufacturer would be it 
he held up a French or J•paneee order where a tight legal contract 
existed and par tial cash payment and delivery ot a part ot the 
order had already been made . The Secretary said he felt that the 
courts would favor the buyer and then asked Kr. Stillwell to gi Ye 
him a specific exemple . Ur. Sti llwell descri bed a situation wi th 
rega.rd to hie o~n company, Warner-Swaeey, i n connection with a 
French ~ntract . The Secretary then asked hi m t~ have hie lawyer 
draw up a legal agreement whi ch would release the Warner-Swaeey 
Company from liabili ty as a result or any delay in the deli very 
ot the order. The Secretary said he would then take the matter 
up with !Jr. Bloch-La1ne and Ur. Purvis and ask them to sign the 
agreement. The Secretary indicated that the ! ri tie.h and French 
YIOuld have to do this in tairnees to the American manufacturers . 
l:r . Stillwell commented that that would be a perfectly fair arrange­
ment. The Secretar y sai d he could ask France and England to do 
this but he could not ask Russ i a and Japan to do it . I t then 
developed i n t he conversation that the particular case described 
by Ur. Stillwell was not a pending situation but one which had 
elreedy been taken care or, and that he had asked the Secretary 
the question so he might be in a position to know how to hendle 
other s imilar cases when they arose . The Secretary commented t hat 
llr . Stillwell just wanted to see hO\v he would answer hi s questi on , 
Ur . Stillwell said this was true, but there no doubt would be 
s i~lar situations invol ving other companies with which t hey would 
have to deal . 

llr. Stillwell went on to say that this was the story to date , 
a nd that it did not look bad t rom t he machine tool i ndustr y ' s 
point or view. He added that llr. Berna had a tew sit uations he 
would work on dur ing the week . The whole t r ouble r eally bad ori g­
inated i n poor planning at the start, he said, which was not t he 
fault or the machine tool i ndustry . The Secretary asked Ur. 
Stillwell it any one in the machind tool i ndustry had gotten hie 
"back up•, and Mr. Berna :repli ed that not one had. 

Ur. Stillwell sai d he had one more point which-he would l i ke 
to take up with t he Secretary, and that was the enlargement or 
tllB.Chine tool plant s . He stated that no machine tool manuf acturer 
wants t o enlarge hie plant capaci ty . Kr. St illwell t elt, howenr, 
that plant expans1on would be neceuary to meet the present s1t­
uation and t hat plant expansi on s hould t herefore be encour aged, 
He went on to say that the learney A Tracker Corporation ot 
Ullwaukee, Wisconsin, had made a substantial expansion in their 
plant capacity which had been tlnanoed by French money. fhe French 
Order, he said, ~unted to about $12 111lli ons t or about 1500 
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ORchine tools. The price given t he French included the original 
cost ot the plant construction . He said that the French would, 
of course , want to utilize the producti on ot this new plant for 
themselves , a nd that while plant expansion financed by foreign 
mone" wc.e perfectly sati sfactory it could not be expected to help 
i n meeting expanded producti on tor domestic requirements . 

The Secretary went on to point out that the a i rpl ane engine 
manufacturers i n their pr ogram tor 1940 and 19~1 had already made 
allowance tor expanded domestic requirement s , and that if t he 
billion dol l ar order shoul d come from abroad t he resul ting need 
of money for machine tool plant expansi on would be taken up at 
thnt time . Ul• . Stillwell sai d that the poi nt he wanted to make 
~as t hat t he foreign buyer should be i mpressed with t he tact that 
the neceesc.ry plant expansion would have to go back to the machine 
tool manufacturer as well as t he ai rplane engine manufacturer. 
~e~toin Colli ns sai d that the British ~nd French were a~are of 
thitt and had been so advised. He said he had told them also that 
~l~nt expansion might even involve parts manufacturers, etc. 

The Secretar y said that llr. Stillwell had gi ven llr. Sullivan, 
Assi s t ant Secretar y of t he Treasury, n figure of about $5 millions 
·vhi ch mie;ht be required tor plant expansion in the machine tool 
industry. The Secreta ry said he understood llr. Stillwell ' s poi nt 
to be t hc.t if the billion dol lar order came through the machine 
tool i ndustry would expect money for plant expansion. 

The Secretary asked Ur. Stillwell what kind of machine tools 
the French had ordered from the Uilwaukee machine tool company. 
~- Stillrell said they were mostly standard milling machines, 
toget her with some large machines used in gun manufacturing. Ur. 
Eerna t hen stated that the General llachinery Corpore tion or 
Y.acilton, Ohio, was working on a Russian order for machine tools 
to be used in the building of a 168 toot, lg inch caliber gun. 
(G. A. Rentschler is Presi dent of the corpora tion . ) He sai d the 
order had come i n long before the Finnish invasion. In f act , Ur. 
3er na sa id, the order may already have been shipped ae he had seen 
it six months ago . The Secretary asked if t her e wer e any machines 
of this t ype being made tor Japan. Ur. Berna said he did not 
i~ow, but the Japanese orders were frequently for machine tools 
of t he more general t ype , many of t hem being peace time machine 
tools , and t hat be understood some ot these t ools ner e bei ng 
shipped into North China . 

t:r . Ward and Ur. Brown came into the meeti ng. 

The Secreta ry asked ~. Stillwell to outline t he pi cture ae 
he saw it tor the benefit ot llr. Ward and l!r. Brown. l1r. Stillwell 
said he hD.d reported to the Secretary t hat the machine tool order 
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s i tuation di d not now appear so serious as it l ooked last week . 
He eni d he had contact ed many of t he machine tool companies 
en~aged i n the manufact ure of machine t ools f or a i rplane eng ine 
com~rnies and as a result delivery s chedules had been s t epped un 
!rom ~ to 5 weeks . · 

74 

~r . Stillwell said he had been concerned because of the fac t 
t~~ t he had been gi ven the impr ession the machine tool i ndus t ry 
rae fail ing to make deliveri es when pr omi sed. !Lr. ·.7ard i nterposed 
stt:rin£: t his l':'as true . !.tr . Stillwell sai d he could not f ind t het 
such a situation exi sted . llr. ~ard comment ed that delivery 
eohedulas hed been broken on 277 machine tool orders placed by 
hie company (Pratt- 17h1 tney) . llr. Br own, of the Wright Aeronautical 
Com,E'ny, said the s1 tuat ion was about the seme w1 th regard to hie 
company. 

t:r . ... ard sa i d that he brought to 'Vaahington lest week a lis t 
of orders 1nvol\•ed in t heir • Apr i l program• , which -,e,e t hei r mos t 
i~"ediate cons i dere t i on, but that he now had a co~lete order 
· icture with regard t o t he Pratt-~itney Company . This he pre­
sented to t he group . He said the company placed g~9 orders end 
co~,lete deliveries had been r ecei ved on 295 of these, leaving 
~ 5l~ orders s t i ll due . Of t he 554 due , 227 were alree.dy behind 
'lronised d el i very dates . l.lr . Ber na interj ected , s ayi ng tha t 
::r. "!erd had not given them t hese i tems . Ur. "'lard said he had 
juo t made u;> t he complet e lis t . Ur . "lard continued, sayi ng that 
l rs t weel: he had made up hurriedly a list of t he mos t cri t i cal 
~-chine tool orders - only those i nvolved in t he so- called 1 April 
'lro.,ram• . :.:r. Stillwell remarad t hat from the looks of that 
l ist, ~. Berna would not have any idle time . 

The Secretar y comoent ed that t he i nformetion given by Ur. 
!rrd and Ur . Brown made t he s i tuation look different. llr. Stillwel l 
sai d it made t he si tuation l ook ver y di ffer ent. l.!r . 17ard sa id be 
apprecia t ed gr eatly what t he machine tool peopl e had already done . 
l:r . Berna s a i d that the deli very pr omi ses whi ch l.lr . \"lar d ment i oned 
~ere m~de under unusual ci r cumst ances and the delay in del iver y 
could not be entirely a ttr i but ed t o t he mnch1ne t ool i ndustry . 
Ee GPid tha t cost ot t he orders origi nated last September and the 
ceo ~ne t ool coc?ani es wer e not suppli ed with drawi ngs or speci­
f 1cetions and no formal order s bad been transmitted . He stated 
that the tormal order s had t o be held u~ until the Neut rality Bi ll 
r•es enacted. Pre c:ti oally all t hat the Sep tember orders meant 
until t ha t t i me , be sa id, r.as t hat a reser vation ot capaci ty i n 
the machi ne tool pl ant s had been made. l.!r. Ward comment ed that 
nevertheless some of t he machine tool comnani es bad l ived up t o 
tbei r Sept ember pr omi ses . As en exampl e , he mentioned t he '.Varner­
Swasey Company, l!r. St1llwell 1 s company. 
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The Secretary then asked Ur. Brown to present his picture . 
:.!r. Brown said they were getting about 25 percent or t heir expected 
machine tool deliveries . Ur. Berna said he di d not have a com­
plete list or the Wright machine tool orders . Ur. Brown said he 
hPd a complete l i st with him and would furnish it to Ur. Berna 
today. 

Captain Collins , on the basis or a telephone conversation 
he had had l ast evening with Ur. Kreusaer, reported tor the 
All ison Company . It the machine tool orders were delivered as 
promised, the Allison Company would be okey, but it deliveri es 
could be made sooner t han previously indicated it would 
hell) t he Allison Company ' s si tuation. 

The Secretary asked whether in view ot: this new information 
it mi f ht not be possible that t here were some orders arising !rom 
abroad on which deliveries might be d iverted. llr. Stillwell said 
nny such orders would be largely French or British. 

~he Secretary said he had asked Ur . Purvis and Ur. Bloch-Laine 
to et and by, and a sked the representatives or t he machine tool 
industry and airplane engine manufacturers it they wanted to see 
t hem . llr. Stillwell said t hey had more work to do before t alking 
to l.Ir . Purvis . The Secretary said that in that case he would hold 
open t he time between 3 and 4- o'clock t his to.fternoon in case they 
'"i shed to see him . 

The Secretary sai d he would 11~e to have another meeting with 
t~e rel)resentatives and be given a progress report on February 21 , 
194o • . 
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COIIH.D.L UNN&Id£ I f 
rn&ACA. ... ~ 

!be Booonl>la &.1r7 llo1"£antbau, lr. 
t!ni ted stat.. 'f'r ... IIIT 
Yuh~. D.c. 

Dear 11eDry • 

Arter lODC ad oaratul oon.ddaratiOil, I han daoidad to .. tue• 
the opportunity that I opob to you about on the talapb­
;raotarc!q. In Ti- ot all tM oiro-tanoao, U14 1D aptta 
ot the attr.otinna .. ot oo• taaturao to a peroon 1D 11111 
otro-t&Daao, I do not th1Dk' it wt.a to Moapt. 

I appnoiata dnearol;r tha tnnk •-to you pn •• !be:r 
,.,.. nr:r halptul 1D rooeSDc a rauoaa4 daobicm on a dtttioult 

probl•• 

With warm paroonal raprd.o, I -

• 
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KWANO PU C llEN 
. 00'111 .... 

030 P'I:Pnl: A~ 
S~nr Yoaa 

Dear Secretary Korgenthau: 

J'anua17 28, 1940 

Since I saw you last Dr • .llu Shih, our 
Ambassador, has been in close touch with the St ate 
Department , although he baa not been otble to see the 
SecretotrY personltl!T. 

Dr . W. W. Yen, former Prille IUD1ater ot 
Chtu, ltlld our Ambassador saw the Preatdent last 
Prida:r and were grast!T heartened by b1a attitude 
ltlld eympetby. 'lhe President told the he would en­
deuor to have the thirty lll1111on dollar 1111l1tst1on 
on the J:Eport- Import Bllllk loans IC041t1ed so as to 
perllll.t that amount ot addition.lll credits to be 
otd't'anoed to Chinot. 

Last Wednesday our Ambotseador and I bad an 
eli:Oellent forty-the lllinute ta.lk with Kr. J'ease J'onea 
who •••ad ent1re1T satisfied with the busine .. ot 
UII1Teralll and with the Chinese attueUon. Aa to the 
possible emount ot an addi tionlll loan, he aaid that 
wu up to Congress and then he Sli:Plotined about the 
tbirt:r lllilllon dollar la.tt.aUon. But he indicated 
he would aaka the enating $25,000,000 loan • reTolTing 
credit and g1Te the add1UQ:Ial b.lllance ot $5, 000 ,000, 
which 1a llll that could be gi't'en 1111.der the present 
tors ot the thirty lllillion dollar 1111l1tott101l. Aa 

UII1Tersal bu repaid Mer $2,000,000, Kr. J'ones said 
t b1a meant be could gi•e ua a minimum ot $7,000, 000 
it the bill passes as or1g1nllll7 drawn, and ha said 
he would do so. Ot course, we urgentl:r atresaed the 
1'1tltl importance ot China obtotining • large credit --
up t o $75, 000,000-- and pointed out tbat with J:ngland, 
!'ranee ~t~~d Germany at """ the United Stat .. should 
obtllin most ot their former business . Our impreuion 
was that llr. J'onaa would hltlp. 
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Jlloouraa-' is bsi:Ds giTa a\ na Bill 
'hroagll TViOQ.a triada. I aa worldng soUnq wi\h 
Mr. Lawrence llorrh, and •• are quinq organiz!.JI& 
help in a nrtn:r ot ft78 • 

Your help to the cau.u of China baa beea 
ab solut&q invaluable end ~our kindnesa to me 
personall:r baa t ouched ~ heart too deapl)' tor me to 
pu' into worda. Bu' I hops, nevertbele .. , ~ou cu 
understand how grateful •• era. lfot bsTinS abili t:r 
to usa words we han tried d .. perahq hard to prove 
our apprac1at1ca b:r aore 'ben llTi:Ds up to :rour 
axpactatiana in spite of tba terrible lite ud death 
hardships we are bsTi:Ds 1n China. 

With kindest personal raaarde, 

Tb.e Honorable Henry llorganthau, 1r. 
Secretary ot The ~eaaur:r 
'faahington, D. 0. 
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IM~\Me 

- ... , •••-'' a.&. •'=•· 1111 .... _, .. 

• 

Regraded Uclassified



• 

Dee~' llr. llss"et 

0. WI f/1 U. 11&8W) l - .. 

.... ,..,.r-~-- .... ... 
_,eet., • ..., "' - ,.. ......... ... 
,._ .... o ............... ta "£ ' .. 

...,....,. wlll '- -.Ia ••• wW ta *' 
llr.Y ........... 

. ··- ,._., ......... .... " ..... 17fta.. •• ......, • 

.... 1. r.. &u on•, 
h Ua " 1t1 ¢"• l'i • .,.. ..,u_ ... 

.::r..::~ lt ..... ...... "'' .... .., .. 

• 

• 

' 

Regraded Uclassified



DMr Mr. laeahlat 

Oil 'be~ et \lie leenba7 l _, to 

tbak 7ft ,_ .,_ let'- ., ,.'lllul7 Rho 

noloWic a MW et - 7ft -... reael'fM 

hell Mr. c. v. T- r.•w• 1a ftPft to 

ftl'l- MthlUaa Ia llhtw, I a... tha' \lie 

Mr. TaaPa.._ ..,... 

{Sipld) H. S. IIDtr 

*'• l. L. 1:11 H•1 

J'rwl'-'• :111 M• ~· Llaa .. 
lueJpeii'EW,. 

JllVM,Iu-"a.Ao m.·-·· l'''aefa. ,.,, .. 
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.J. L. K I! E a H t N 
!HtC.JDIPt'T 

KEESHIN f>REIOHT LINES, me . 

The Honor able Henry J . ~r&enthau, Jr., 
Secretary of the Treasury, 
Treasury Buildin&• 
~";'aah1nt;ton. D. C. 

l!y dear J.:r, Secretary: 

22 1 W&ST ROOSrvCLT llltO AO 

CHICAGO 

Feoruary 5 , 1940 

t::nolose herewith a copy 
or a letter I received today from Ur . C. 17. 
Van Patter , from KunminG• Chiru>., m·itton undor 
date of Januar y 2 , 1940, whioh I think you will 
find most inter estine;. 

JLK:LR 
Eno. 

Very truly yours , 
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COPY 

oew- J..r , Kceshin : 

Jonua.r y 2 , 1940 
Kumnin~;, China 

Just four days a,;o I r ccoi ved your letter or J:ovember 2{, and 

.. as very pleased to hear from you and to kncrN thnt your hoa.lth has il:lproved to 

where you nrc fooling quito well o.gllin . I t wo.s o.leo ve r y gr o.ti!'y'ins to !mow 

t'.at you are satisfied with our o.ocomplishl:wmts hero in Chinll up to date , and 

;·ou CB:; rest auured that we are a.ll doing our beat to livo up to tho t r t:st 

t l\a t ;;ou p laced in us at the th:o you sont us on this very important mission to 

Chinn. 

L<y Vlor k at Chungkin& is te1:1porarily fini ahod but 1 \\"ill be vor y 

bus: · in the Kun:ning terri tory for t he next r.onth or =re, Tho shop equipzoent 

is ar riving her o in Kunmin~; from Ho.iphonc, over tho Prenoh reilroo.d and f r om 

.. !Ul;;oon to Co.shio , a l so vio. rail o.nd then on to Kunmin~; with t r uck: . J.:or o thM 

a hundred tons have arr ived durinb tho past few days and 1 ac soing to nake 

ever ;: ef!"ort to see that it is properl:f distributed to tho various shops &nd 

85 

,:ua~·es throuo;hout f r eo China, within tho next thirty to for ty do.ya , Our previous 

~ln.., .:ns to s hip o.ll t ho shop equipment into Kweiyo.ng, vio. true!: Md n:ako distr ibution 

fro:: thllt point but due to the Jnpo.nese capturinc Po.koi , o.nd l ater l:o.nni ng , and 

cutt.L of!" tho hichxn;; tr~sportation f r oc ?rench Indo Chinn has oadc it necessary 

to s!:ip 1\ll tho inc=ins f roisht fr= tho South oithor over the i'rench cdlroo.c! to 

J.llllminv, or rrcr.: llan;;oon o·ter tho Bu~ r o.ilr oad to Lashio , Both of these r oads 

are run.'ling b ohind on thei r tonnn:e '."lhich has co.ueod much do lay to br insinc in 

~e :nirten~co cQui?cont . liouovor , tho prospects for shipping in the balance 

locks vor~· good at the pr o sent ti:ne and I believe we r.i 11 ho.vo t:ost of the shops 

equipped o.nd opornting rtithin tho next three to tour ll:ontha , 

The mo.terials and supplies that ho.ve arr ived up to date are 

still sec ::rely crated a:1d vel"'.; 11 ttle dflCA;;e f r = shippin& has been noted, Tr1 th 

the exception of a few minor damAces to bo.tter iea, etc . In fact " &reat many or 

the boxes contain onl y one item and can be forwarded to thei r dostino.tion vnthout 

recor dint; . 

Tho ~o hundred Interr~tional tr~otors ar~ ati l l in Eaiphon&, 

but it 1a thouc;ht that they will bo able t o bring those into Kunming over the 

rail r oc.d providing the now hi~~to.y South ahd Eo.st fro'!' hero into Indo China is 

not finhhed in tho near futuro , Jllen this road 1a completed t r uck trans-

portation can bo r osumod from the French territory. The Chinese are very optilllistio 

about being nbl o to dri vo the Jo.po.nose soldiers out of tho l'IIDlling sector o.nd if so 

tho.t hichway will also be open to traffic ngo.in as soon o.s this happens . I llm 

~o::tr.:h1lt akoptical about this ha ppening in the vory near future 0.3 it is r.y opinion 

that tho Japanoso will be abl e to hold r-annlng for quite SODa tico , Of oourae , WO 

<411 hopo not o.nd l certeinly hope that my guess is wrong . 

Ur , Basai had just t eturnod to ChUDGkin&• a f~ days before I left 

f r= a. t r ip over the nor.< hi;;lmo.y from Jaeyi to Luncohan~;. He says this r oad operated 

f r om KWl:lling to Chllll&ldnt;, o.nd will speed up t.>te frei;;ht movon:cnt considerably in­

sofar ns tho inter i or of China is concerned. 

~ms over \?hich 
difi'i oulties . 

Tho llurl:A hi .. )r.rlly has bcon open at all tiJ:oa since the rainy s eaaon 

has been a great holp to China, in vie·, or their other proaont 

They are diligently wor king to impr ove it o.nd I undorstnnd it em bo 
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into quito a fo.ir road in comparison to other Chinese hit)l\Tays . The hit)lway 

.ort:bw·cat of Cbunglcins thrOU&h Lancha11 to Russia, is being rapidly improved but the 

sto.nco 1s so great that tho gasoline transportation ia quite 11 problem. Incidentally, 

J;cw, e.n ;.saistllnt Director of the llor tlr.roat llighn.y Administration, recently 

•.nron:cd m that t hey had diocovered oil nour Lo.nchow, and were using primitive 

"et~oCII of refining to obtain as cuch gasoline from it 11s pouible, to aid tho"' in 

present sl:ortaso. It this onterprioo develops , it will certainly be a groat 

to the higlr.vay transportation, particularly nmv that the Chinese dollar is down 

~~ere it tQkos fro"' t\velvc to fifteen of them to purchase a ~len of gasoline in 

Ch~k:in" area and north to Lanchow. At tho til::e I met 4-. "'ew, ho was on hi s 

to ;;on$),ont;, for tho p urpose of invostir;atin.g and possibly purchuinr; some <:oro 

oil r efining oquipcont to bo used in tho o.bovomontioncd locality. 

The l~\7 Chin:> Transport Corporation which will control t>pprorlnatoly 

hundred trucks o.nd buses became a r co.lity the first or January , 19~. 

tr'""''" and buses in the llorthwcst 'rlll still be operated under t ho l!iniotry of 

so, therefore , shops and go.ro.ces nill have to be established to 

oquiplMllt as well o.s the vehicles under tho China Transport control . 

I l:li&ht :.ention that 1 cCil:le to Knmmne; by plane nnd that tho oar 

lu.ter ae I.:r . Lin is b r ingint; it down fro>:~ ChWl>;ldng, noxt week via KwoiY""G• 

if I keep on ridin& in planes , I will le~rn to like thetl quite well . 

L:r . Shoo.han and J.:r . Sassi are both enjoying good health and hod a Tery 

'?' '""'''""''" Chr istmas, thanko t o Dr . 1\nd !.Irs . Pan. 

m. th very best wishes to you and yours , I romain 

Sincerely yours , 

(eigned) C. 11'. Van Plltter 
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STRICTLY CONFIDFNTJAL 
TREASURY DEPARTMEN"f 

INTER.OFF1CE COMMUNICAnON 

DATI: ~8bru&r7 7, 1911<> 

~\ 
TO Secreta%7 Morcant~ 

FROM Mr. Oocbru 

Uhr recelTint; tr .. Kr. Gl&eaer thia afternoon the data OJl ich to 

base rq i llllul%7, I telephoned the CU.ax Mol3bdelnlll Co111p~ 111 llew York. 

President Schott wae abaent on the Pacific Coaat until the end of the 

nonth, ao 1 epoke with Mr. Thorpe. 

1 aalced Mr. 'fhorpe 1t he coald pn ae aAT 1Dtoru.Uon concern1nt; a 

ohipment ot 786 barrel• of aol7bde11U11 concentratea, each wa1gh1nt; cppro:rl­

mate17 625 pounda, vbich I UJlderotood wao at Loa Allgelaa awaitint; ahipJMOJlt 

to Ruaaia on the Ruaa1an ataa&ahip Vladiml.r )II,JakoTSki. Kr. !horpe pro~~pt}¥ 

atated that thia wao mol7bde111111 vbich hia CO!IpNIT had ahipped troa ita ainu 

in Colorado aDd bad recehed p111118Dt for bef ore the aoral •barco wu i.­

posed, 

Vhen I .. nuoned that we bad word of a conteaplated ahipooent of 

$llo,OOO,OO ot aoJ.7bdeDUa concentrate• oD board the at-hip llord%7n troa 

liev Torlc for Ruaa1a, Mr. !horpe atahd that thia we.a no aol.7bdenua of theira. 

At leaet, there had been 110 tale of moJ.7bdeDUa b7 hi a COIIIp~ tor export to 

the barred countr1ea aince the .-barco bad con• into affect. All ot their 

ordere t o tho .. countrlea had been cleared 11p earl7 in December, .lll lhip­

Genta UDder the11 or4ara bad lett their planta aDd caeh paJMnt therefor bad 

been recehed 11pon preaentaUon ot billa of lad1nt;. Mr. !horpe aaid that 

the7 did not elldeaTor to trace ahipaenh alter tba7 lett their ainu aDd 

the;y bad recahed ~~~~t therefor. He a .. ved ae aoat eaphatlcall7 that 

hie co1:1pt1117 bad 111hred i nto the embarco arranceant conac1entioual7 an4 had 

kept t heir word abaoluteJ.7. I told h1a that the Secrat&17 ,.. aoat appre­

eiathe of their attitude, aDd that we ware al.apl7 cal.llnc on thea tor adTica 

now Iince we are cophaDt of the thorouch cooperation which the7 ware a:dalld-

1ag the Gonrnaent. 

hlc1dant&ll7, )lr, !horpe aent1onecl. that a aiallar inquirT had been aade 

ot hia C011p8117 b7 Kr. v • .l. Jans11n, repreaenUnc the ~artMnt o! State • 

• 
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TREASURY DEPARTMENT 88 

INTiiR.OFFICii COMMUNICATION 

DAft hbra.z'7 7t 19110 

STRICTLY CONFIDENTIAL 
'l'hl.a 110rD1B« 1 rece1n4 the TiaU ot an old friend, Mr. Bernard Carter, 

t. ~tner ill the ,.,.h 'bukiJI« f!.ra ot llorPD a. Coapv. 11r. Ct.rhr 4roppe4 i n to aee • oa hh _..,. to lcaep aa 11Ppo1Duat with llr. lu'ra P1euon at tha l:oport-IIIport llaU. 

llr. Carter aho-..4 .. corrupoDd.ece elOChaJI«e4 'betftea hia l'arta bank and tha In York f1ra ot J. P. llorpa a. ('oepev ill reca.rd to the reqaeat ot the 0oT8!r'IIMDt ot Spain tor ts-1al ua1at&Dce troa '-ioaa &OTerDatal or 'bt.nkiDC aolll'cea. 'Pha IIM4e ha4 liMa oDil1u4 to the bank 1D ,.,.ia 'b7 llr. J.r'INrua, of the ~ ot SpaiD, who ha4 called oa ae 1n l'&rh a few ti.Ma, and at whoae requeat I ha4 .w-itted the initial req~Wat for a cotton ore4U for SpaiD laat SprUe. 

Ill'. J.rburua •aUone4 that SpaiD needa1 

(a) 200 to 3()0,000 tone ot wh•t; 

('b) 250,000 'balu of oottoa, 1n a441Uoa to tbat aow 'ba1JI« rec.e1n4 \Uider the outatandi.q lbport-lllport :Sank credit; 

(c) f:o,ooo tona ot ncar: 
(d) lllportant UO\Uih ot ferUlher; 

(e) .1,3()0,000 worth ot oU per -th ( thia 1a JIOW 'be1JIC prOT14M 'b7 
tha '!••• Corporation, bat loncer credit teraa are 4ea1recl), 'Pha total reC(Uir-ah are fer ..LIIer1oaa pro4noh approxbaUq $llo, 000, ooo. 

'Pha Spn•ar4a Maire to retaia aa the llaaia t~:~r tba1r -tarT qat• tba $llo,ooo,ooo 1n cold 11h1ch the7 aUll ban. '!beT ban receatl7 rece1Ye4 troa the 8w1aa ~ OorporaUon 1n lllt.ael a cre41t ot 20,000,000· 8w1aa J'raaca and 500,000 poUD4a aterliq apiaat ~opeu MC111'1Uee. 

!he 9pt.Dieh aathor1Uea ban about •s.ooo,ooo ot .a...s- -1Uea.*icl> thq baTe raqul.aiU-4. ot theae, apJII'Oxbateq tl,J80,000 are .a.-rioaa abarea iuld t,ao,ooo are tra1te4 ltaha Go••••' :aow. !be lpaa1ai'U WRl4 l1IDa to borrow troa Morpa 1o c : ., ••h•t theae -suea. llr, na-a ~ ot the lew York tira baa 'be• 1D t~ with the ltate ])epart•d *1cl> baa 1lltOI"M4 b1a 1a ra,rd to pall41q ucouauou with ra~ to obt.ahsq boa tbe pra-t Spaaieb Oo.•••t reoop1Uoa ot certa1a J.Mrioaa rlcbh. llr, can .. •U \bat h1a people 114 Mt a.alre to o1o ~ wbicll. woal.4 ooatn- .t.Mrs.t. 
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To the Honorable 
The Secretary of the Treasury, 

Washington, D.C . 

Dear Mr. Secretary: 

IDIIIAJAIM 08 COLOMeiA 

WAaHINeTOII 

No . 228 

lebruary 6th, litO 

M1 Goveruaent has authorized me to accept on ita be­

halt the proposal which you suggested at the oonterenoe 

held under your auspices, with Mr. Traphagen as represent­

ative of the Poreign Bondholders Protective Council, Inc., 

on Thursday, lebrusry let, and which I under took to recom­

mend to my Goorernment. The terms of this proposal are the 

followings: 

1) EYery effort w1ll. be IUde between now and the 15th 

of this aonth to arrive at a permanent settlement 

ot the direct dollar debt of the R~ublic of Cola.-

bia. 

2) It, by the 15th of lebruary, auoh a peraanent set­

tlement shall not ha-re been reached, -:r GoYe~nt 

w1ll. apply $1,750.000 tor the serorice during the 

calendar year 19.0, of the outstanding 1m0unt of 

145.000.000 of the Colombian OoYernment dollar is-
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.IIIIAJADA o• COLOII•IA 

W~HINOTON 

sues ot 1927 aDd 1928 , as follows: 

To pay the 19&0 coupons ot the two 

above issues at the rate ot ~ a 

year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 . 3!50 .ooo 
To apply to the purchase in open 

118rket tor amortization ot bonda 

ot said issues •••••• • ••••••••••. .•• 

3) Approval by my Government ot this temporary arrange­

ment assumes approval thereof by the loreign Bond­

holders Protective Council, Ino. and recommendation 

to the holders ot the Bonds by the CouncU, without 

any reserYationa . 

I should add that my Government's decision to aooept 

this temporary solution is made 1n appreciation of the help­

ful mediation which you and other high otticials ot the Go­

• ernment ot the United States hue ottered, and in the hope 

tbat b:r these Mana the p8!'11811ent settlaent of the debt 

wUl be brought sooner to realization • 

.., Oonr1111.ent awaits the reply ot the Council 1n or -
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a~•• !ADA D. COLOIOI~ 

WASHIIIeTOII 

dar to work out the details to g1Te street to this tta­

porarT settlement, in case tbat pro•es to be necess&rT. 

It will be appreciated, therefore, it 70u can send me 

as soon as it is convenient, the Council's stat-nt on 

its decision . 

Permit me to assure you, Mr. Secretar7, ot -r 
very high esteem. 

rg 

Respectfully yours , 

~· 
O..brial Turbs.y 

Colombian Jabassador 
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TREASURY DEPARTMENT 

INTI:Jt..OI'1'1Ca COMMUNICAT10N 

1C5 

lfr.~ CONFIDENTIAL 
1 IPOD h llr. !npMI" ~ t•lt7t:M tllie MnUc u4 tllftftM la1a 

of the oo-.1oaUaa *led~ \lie s-etar7 lla4 noelft& h o• \lie .Aa'IIN ..... 

ot Ooloallia. lfr. h'ap)wcell proa1ee4 to .Ul a ooo-DJSoeUoa 1a the -

aenee i o iu leoreiUT io4AJ'. 

• 

Regraded Uclassified



TH!: UNO!:R S!:CR!:TAitY 0~ STAT!: 

WASHINGTON 

rebruary 7, 1940 

KY dear Kr· Seoretarr : 

I am glad to acknowledge your letter ot Feb­

ruary 7, w1 th trh1ch you were good enough to enclose 

a copy ot a letter whloh you had rece1ved under date 

ot February 6 from the Ambaeeador ot Colomb1a. 

Let me say aga1n how pleaeed I am w1 th the re­

sult obta1ned by the governmental co1111111ttee and how 

helpful I bel1eve the conteranoee held 1n your ott1oe 

have 1n taot been. I am moat 1ndebted to you tor 

your untaU1ng cooperat1on 1n th1e and 1n all other 

quept1one. 

Bel1eve ae 

'the Honorable 
Henry Jlorgenthau, Jr., 

Secretary ot the orrea•urr· 
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TH 1: SE:CRE:TARY OF" STATE: 

WASHINGTON 

rebrua17 7, 1940 

M7 dear Hr. 8eoret&rr : 

I viah to t hank 10u tor your letter ot 

rebruary sixth enoloaing oopiee ot the mea­

sages from Mr. Pinsent, the Counselor ot the 

French Daba887, and the British Allbaeeador, 

vhioh I ha•• examined With i nterut. 

I am shoving them to Hr. Vallee and we 

shall not forget the confidential nature ot 

the documents •• set forth in 7cur letter. 

8inoerel1 70ure, 

The Honorable 

HeD17 Morgenthau, Jr., 

8eoret&17 ot the Tr&a1U1'7. 

! 0/ 

' 
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SecretiiZ')' of State, 

Yaebi~n. 

325, J'ebruar7 7, noon. 

CIIJ.T 

IIIILII 

Dat.cl. UbruaJ7 7, 1911<> 

llec14 9:17 p.a. 

l(T ll:o, 23, Jtum.ar7 5, 9 a.a. and IQ' ro. 7ij, J1JZS1JN7 11, ij p .a. 

!be 80d.erate lncreaee in the lle1chabuk1 e 1nwebenh durlq \M 

108 

laet week of J~ ae ahovn 1n Ue etate•nt ot J&DILIIZ'7 31 retlecte \M 

conU=e4 l1qu14 con41Uon of ~ aonq -.rat. In the laet week of J&DILIIZ'7 

the l.e1cheblll1k1e bill hol41~~p 1Dcreae.cl. b7 333,000,000 aarke to 11,1ij3,000,000 

marka, Uij,OOO,OOO Mrll:a of elicible .. curtUu were eol4 durlq thle week 

(43,000,000 aarll:a the prec.cl.lq·week) br1~~&1DC the total bol41ac- 4on to 

374,000,000 aarll:a &!lOili l/'4 of U.. peak bol41zap on October 31, 1939. 

Bol41Jip of collateral loau Pll other eeev1UM 1Dcreae.cl. b7 ftl'7 ..U 

aaounh, !be lleloh II!PPIIZ'D\17 egaia ..U cou14erallle v.ee ot Ue 41rec\ 

borroviac fee1lit1H at the hlchabulr: u 1'0.41cat.cl. b7 an lncreue of 

37ij,ooo,ooo aerlaa \o 1,950,000,000 aarll:a 4ur1DC the lad week ot J~ 

1D the lle1cbebuk1e ahcel~ aeeete. 

l.elcbebulr: 110tM 1a c1rcnl&Uoa lacr-.cl. b7 705,000,000 -.rb, 

11,5()5,000,000 -.rlaa durlJlC the laet week la J.-.:q. lloreo.,-.r lie llol41ac­

of coiu 1Dcreae.cl. b7 33,000,000 aarb p4 of :a...t.abllllk 110tee b7 15,000,000 

1t&l'b eo that tbeee -'• were &leo ~ \o U.. CQ1"H11G7 1a olrcllll.a\ioa. 

On\!,. other h* 4n ' .... elk hal4 with U.. l.eicbebulr: 4eore&Nl b7 

1112,000,000 -a 1a ...... , \o the 4 ..... ..._, 'lllllcll 'U'Ull7 .... 
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p1aoo the ea4 ~the 110at!a. Ill. -.t ~ t!ae lelaiYI'bMk'o a1Mrl.ap tor 

tiM oaath which 1o ot!aorwloo bo'hulo4 b Ulo lelollo'ball:'o --- n4 •'-'-­

-".,.. oai.Uo4 for Ulo tlrot U• la U.O J8Mr7 31 •'-'-'• 

Accor41Dc to \hot •'-to-t ~ tile Ielah'• fioati.JIC ola"b\ oa ......... .30, 

1939, vhich hao Jut oppou'04 \hot Ielah'• M\ ohort hra 'borrowlJ!Co dulac 

Ooto'bor uooaa\ocl to 1,~,000,000 Mrko 'brl»clJIC the totol ~ noa\1111 olaU 

of tho B.lah (DOt laclv.Ai»c tax aor\l.tlaa\oo) oa .......... 3Mh to 12,901,000,000 

aarlao . Ylth \hot ..., flauoo plu tax oortlfloatoo u4 lou otook tax aor\ltl­

ca\oo lacJndSJIC tho B.lah'o total ohort to .. o'bltp\loao oa .. .,....... .30.,... 

17 .~,000,000 ..a. Blero .,.. u lDoreuo of 1, ~1,000,000 .. ~a~ 1a 

!reuurT certltlcaho u4 VOOOVT 'blllo 4larlJ1C Joqllllor 'b!lt a olaoU• at 

243,000,000, urlco 1D tho lelah1o 41roat 'borrowlac troa the lelollo'buJt, 

!here vu aloo a o-.11 laorouo of 800,000 aarko 1a \M lou otook Ml: 

cortltlc.too oub~JIC brlac ........... 

!ho lJicroaoo 1a tile oo oollo4 tloatlac U'bt 41arlac ••••,.. ooa­

o14no11}T 110ro \haa 1a prntou 110aUio 'b!lt Wo,.. 4u to tho foot tllat 

- tlauoo plu taz oortltlaatoo wllloh the •lah 4ooo 110t laala&o Ulln 

floa\1111 4o'bt wro 110 loJICC' l .. u.a 'boc!••'JIC Joq*zo lot 01114 U.lr pl.-a 

vu telllu 'liT 1JIOr-o4 lo- of VIWAI oortltlca\oo 0114 'bllloo 1M 

laar-• 1a total ohort w... o'bllpUoao (iaoldllrc \G oortltloa ... ) 

4Drlac Joq*zo - lo .. U... 1a .., of U. tllreo ... 10r'1'1C IIOatlloo 

h lo pro'lle)lo tile\ Ulo oanac. 'boalra, 1.-aa n •• .... ate., -

1a a pooltloa to tab wp J.arpr _.to of U1o •• oe11o4 U--lo- tllrl'IC 

•• .,......., tlloa hlta.rto .. tlla\- tho--- 1a willa__,. ooa4l\loal '--
• 

- TOr7 Uqa.U, AUIII 11Je Gil berino 1a .. ... • ' lNa to tM 
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-'-
:Kelch .... o~~JT 51,000,000 -b 1a ........ ..,...a \o lloo,ooo,ooo-'-
lD l~tUIIer 11114 161,000,000 ~4 1a Oa\o'kr (\o\al t...._ 1a ~ 

ten 4e'btl 566,000,000 -a 1a hp\e*r 11114 572,000,000 -b 1a Oa\o'Mr) 

1 t 11 llltel7 \llat laraer ..ouah of 11-lo- 'broucht tM \oW liiOHOOa 

l a loDC tera deb\ cb1riDC •naller Pon tba\ for Oo\o'ber 11114 la UT ana\ 

thl l~~ere .. • ia ihe \otal 4e'bt of tM :Reich la •••• - pro'balll7 ao\ 

UJI4er 2 ,000,000,000 ... a. liJ'OliX !RI.t.I'IIIT, 

• 

• 

. . . 
• 

• 

• 

• 
• 
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I. IJ. J'arllea II per-t ftoolr • • • • 7! per ~Jan . 

'I'll• abaree ot l . IJ J'arll .. are prlae4 •• ou ot tbe beet 

110· 8 

1Hb a at .. ledUC f tkl aarop.a capital 1-ltMDhilt~ 
A....-~.(-

1'he l . IJ. 7vllea h \be ••t l.apor\aat CIUa1aal ooapaq ot 

Geraa~~T aD4 abo ou ot tbe l.arpet ot tbe worl4 ; l\ daa4e ta a 

olo•• co..ual\7 ot latereet vltb S\aa4ar4 011 ot lev Jer•AT aa4 

otber vorl4 UDdertalrlace. 

'l'be co~~p~U~T ba• .. w inee\Mah tor tbe pro4uoUoa ot a&D7 

chealcal arUclee . J or lftl7 parpoee are tbe 1. IJ. IV lin abaree 

'I'll• price oa tbe lerlta S\oclc !:aab=aca 1• abOilt 170 aara . 

'l'beee share• return &bout 4 percent 1atereet oa ,vur lDYeet ... t . 

'l'he 41Tl4ell4e are p&Table 711U"l7. We o,..b tbe later11t clalu . Galcnalailll& 

l\ all out, till Stoolr b cbenp qaotatloa _... a proc..U ot about 

22t .lelcblaarn t o till 4oll.ar . 

• • 

• 

IJe...a Aaerlcan Oo 1 D7 
( la WllMII onr llo 711U"1 ln tlnaace) 

2ltAJ Val\ '3lltb St . • J . T. C. , I . T. 

• 

• 
• 

• 

• 
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PAJW'HRASI or TJ:LZCJIW( RIOIIYID 

FROM I American Ellbaee:r, Part., France 

DA'l'!!: rebruar:r 8, 19-t.O, 6 p.a. 

RO.: 185 

Felt 'l'lm 'l'RElSURY PROM XA!'!HtW8. 

2!1 

This morning I saw Penaooh1o of the Bank of Ita1:r 

for a few minutes . Penaooh1o intimated that he had a 

rather definite iapreeeion that the Bank of France ie 

showing increasing oonoern at the rate of expenditure of 

ita gold and foreign exchange aeeete. It ie difficult, 

he ea1d, to retuee requeete eTen for eemi-m11itar;r require­

mente. He eaid he thought Tarioue Minietriee were padding 

their eetimatee with the knowledge that the J'inanoe 

Ministr:r and the Bank would out them down - e441ng that 

those ~nietriee could see on1;r t heir little corner of the 

picture. Be vae skeptical ae to whether the forthcoming 

French 1nTentor:r of foreign holdings would be complete , 

remarking that trom their experience, Ital:r knew how 

difficult it vas to get at the aesete and have them included 

in auoh an inTentor:r. ne French, he thinks, are oolling 

nearer to the t1ae when the:r will haTe to requ1ei Uon f'o1~e! 

hol41nge de~ite the obJeotione thereto tro• the internal 

political point of Tiew; Penaooh1o would not Tenture a 

guees ae to when th1e would be, rroa all outward eigne, 

he bel1eTee that the ooet ot the war to rranoe ie ooneiderabl;r 

leu 
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lee• tb&D the 700 to 800 a1111on fr&Doa par a., aatt.ate4 

at the beginning. I bell••• he 11 riSbt When he •ar• that 

there are no i ndioationa that the figure ia runn1DC •• 

h18b a• 700 to 800 tranoe a a.,. Reference: rq talagru 

No. 14 of January 4; Panaooh1o reaarke4 again on the 

sucoeu ot the rrenoh in keep ins pr1oea doWD to date. He 

added that retail pr1oll in rranoe •••• to h1a to be oon­

siderabl7 lover than those in Ital7, •••n Yith the recent 

1ncrea111. 

A few da7s 1180 Penaooh1o vu 1n Roae. le indicated, 

without being specific, that due to change• brougbt about 

by llhe war, oondi tiona in the Italian Go•ernasnt were 

undergoing a proosws of rsadJuatmsnt and reorgan1~t1on. 

There continue• to be a fair • oluae ot French purohuee of 

Itali&D produota. He said that rolling stook purohaae• 

hu b11n 11a1 ted b7 the nelda of Ital7 and 1 tho11 of 

other oountri .. • ( it il pr11uaed of GeN&DT) and the taot 

that onl.7 one Italian oonoern is equipped t or doing auoh 

work. !he French ha•• ordered a nuaber of oil tank •••••1• 

aa well a1 aubstantial quantitlea of minor iteae - plua 

the large quanti tiel of motore an4 unitoru. I gathere4 

that there hu b11n eo .. oontuaion and oro111Dg ot vir11 

due to the taot that D1Aut17, the Jl1n1eter of ~'' 

hu h11 011D al11ion in I~ throup wbioh all pvohull 

of 

I 
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ot war material• UDdar h1• Jv1ad1ot1oa azoe lla4e, while 

the Ital1&De at the aaae t1ae, haYe their 01fJI a1 .. 1oa here 

to tao1litate *alee to other K11l1etr1ee in the J'renoh 

GoYernaeat. Beg1Jlll1ng the nineteenth ot J'eb1'11al'1, aeetiage 

are to be held in Parie to bring eld.eting J'ranco-Italiaa 

clearing and P&7aente agreemente into line with the current 

situation in Yiew ot the change• that are tektng place. 

He remarked, incidentally, that he hae seen Xotittr1ck 

the new Preeident of the B. I.8. in Roae and that he and all 

the ot her Italian official• had been aoet taYorab17 i~reeeed 

with hia. 

• Little bue1neee wae done in the eecuritiee market and 

price ohangee were insignificant. The tendeno7 continue• 

heeitant and cutioua. 

!he official 6xchange rate t or the belga toda7 waa 

7:5"-74.0 (ooiiJ)&l'ed 7:57-7~). 

The Bank ot France etateaent dated reb1'11al'1 2 reYeale 

that the Treaeul'f drew an•ther 700,000, 000 trance troa i te 

adYance aocoUDt at the bank to a total ot Ui,9~,ooo,ooo. 

DD or XISSAIB. 

I 

n .., 
MUBNl. I ... 

:ll 

~ i I 
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Present : 

l!r. Purvis 
~. Bell 
!.!rs . l':lotz 

February e , 1940 

12:45 a . m. 

Hl:! ,Jr: You kno"' l!r. Bell. He will carry on 
"h1le I am gone , so he w111 be here in charge in my 
absence . 

Mr. Purvis: I know you must be very busy . I 
sai d yesterday there was a cable understood on the way 
for me . I t was not on the subject I expected , but 
nevertheless it \'las something I thought I should talk 
with you f i rst . I t hought I would Just give i t to 
you . 

HM ,Jr: May I read it. 

"Dated 6/2/40. Follo,.,ing from l!onnet for 
Pur\•i s telegram No. 11.. 

114 

We have discussed with 1!. R1st and llr. Ashton­
Gr.at~in their pro jected visit to the United States in 
the light of your recent messages. We fully appreci ate 
t ha t difficulties may arise from contemplated visit and 
we wil l wnit to hear from you when llr. Mor genthau con­
elder s this visit would be opportune. Meanwhile we 
hope that this will not pr event you from pursuing con­
versa tions with Mr . Morgenthau personally as opportunity 
offers .• 

!1r. Purvis: They evidently thought t here might 
be a way to get around the difficulty. 

HU,Jr: (Resumed reading) "It has occurred to ua 
that it might help t o smooth out difficulties if the 
visit of H. Rist and !lr. Ashton-<hratkin were to be ! or 
the purpose of assisti ng Embassies by bringing up-to-date 
i nformation as to our economic warfare policy and as to 
possibi l i t i es of meeting protests and comola1nts now com-
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1ng forward trom the State Department about the opera­
tion ot Contraband Control. Ae a matter ot tact both 
Governrnenta have lately been cona1dering the advisa­
bility or sending representatives to Washington tor this 
purpooe. M. Rist and Hr. Ashton-Gwatkin would then alao 
be available to assist i n the discussion ot raw materials 
in question. • 

Mr. Purvis: It might be a way or getting around 
the opposition •••.• 

~Jr: This is going to be very easy, I am see­
ing theesident at ten minutes ot t~o and I will lay 
this on his desk and ask hlm how he feels . 

lolr. Purvis: Thank you very much indeed, Sir. 

HU,Jr: When are you leaving Washington? 

!~. Purvis: Under those o1roumstanoes 
going on the two o 1 clook plane •••• 

HM,Jr: It you will wait. 

Ur. Purv1s: I will wait . 

HU,Jr: I shall phone you. 

I was 

l.!r. Purvis: I shall be at the AngJ.o-French Pur­
chasing Board, but I just tel t it '1'8S important enough 
and it 1a a way that might get around that 11ttle d1tti­
oulty, because then 1t would make a olear picture for what 
you might feel inclined to do. 

HM.Jr: Ur. Bell will be acting while I am gone and 
so that he's here. 

Kr. Purvis: !hank you very much. If I may come 
1n and see you (lr. Bell) and bother you. I promiee not 
to bother you more than I can help • . 

Mr. Bell: I will be g lad to see you at any ti11e. 

I!M • .Jrz fhe thing 11 dltt1oult and, u I aa1d 718-
terdar , s011et11Hs it 11 cU.ft1oult not to let one'a pereonal 
feel1llgl .. &W&J rr- h1a. 

(!he bel•nee ot tbe ••Ung-. oft the reoozo4 &114 no 
notu ...,. ~. but llr. l'lm•o6J1t1N.ted hla oonoal'll OTel' 
the Reroulea P~r •t~Prv-

. . oOo-oOo .. 
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Dated 6/2/40 

Following from Yonnet tor Purvis telegram No. 11. 

We have discussed with U. Rist and lr . Ashton­

Gwatkin their projected visit to the United States in the 

light of your recent messages. We fully appreciate tba t 

difficulties may arise from contemplated visit and we wi ll 

wait to hear from you when lr. Morgenthau considers this 

visit would be opportune. Ueanwhile we hope that this 

will not prevent you from pursuing conversations with 

lr. Korgenthau personally as opportunity otters. It has 

occurred to us that i t might help to smooth out difficulties 

if the visit ot K. Ri s t and lr. Ashton-Gwatkin were to be tor 

the purpose ot assisting Embassies by bringing up-to-date 

infor mation as to our economic warfare policy aDd as to 

possibi11ti es ot .. eting pr otests and ca.pla1nts now coaing 

forward t r 0111 the State Depar t•nt about tbe oper ation ot 

Contraband Contr ol. As a matter ot t act both GoYe~nts 

have l a tel y been cons idering t he adYisability ot sending 

r epresentatiYu to Was~tcm tor this purpose. 1. list 

and lr. Asht cm- GwatkiA wo1114 tMa also be anilable to 

assi st 1A tbe 41scaas1cm cd raw •teriala Sa q••U•. 
Regraded Uclassified
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Contident1al 
( dupl1oate) 

TREASURY DEPARTMENT 

INTER 01'1'1CK COMNUNICAT10N 
121 

DATa Pebruary !, 194o 

Subject: 

1. 

Secretary Morgenthan 

Captain Puleeto n 

Export ot Hea•y Machinery trom the !nited States 
to Ruesia and Japan. 

I consulted Adairal Stark, Ohiet ot Na?al Operations, 

General Gasser, Assist ant Ch1et ot 8tatt, Colonel Burne, ot the 

Joint Munitions Board, and MaJor Soderhola. 

2. The Na•y might be able to use the machinery tor bor­

ing the forgings ot eighteen-inch gune. Adairal Stark thought 

ot f -hnnd that $15 million was an exorbitant price. Howe•er, 

he is go ing into the eubjeot more thoroughly and will intorm 

you. The War Department doee not uee eighteen-inch guns, but 

i t i s interested in the machinery tor aaklng anti- aircraft guns. 

3. There ie no law prohibiting the export ot aaohlner1. 

The only ettecti?e way to preYent shipments ot machinery~ 

will be a moral embargo . 

4. The Navy and the Army are awa~e ot the heaYy exporta-­

tions ot metal-working maohiner:J to Japan Md Ruee1a. Bot h 

departments will turnieh you wlth any information t hey ha?e and 

will keep the information current i n the future. Je?ertbeleae, 

I t hink your plan ot ha?ing General Wateon apeak to the Preei­

dent would regulari&e the pr ocedure. 
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5. !be Var Department ie 1n cloee touch Y1tb all beaY;y 

i ndustries 1n the United Statu. (Parenthetically, the Coa­

merce Department is also, and I am already 1n touch with Mr. 

Lind, Who heads t hat Division 1n the Dep~rtment o~ Commer ce.) 

The Navy Department is only int erested 1n companies who deal 

wi th the Navy. War and Navy Departments are working harmoni­

ousl y with Cap tain Collins, in the Procurement Division. 

6. Admiral Stark t hought t hat the maohinery tor manu­

facturi ng eighteen-inch gune would be of little immediate uee 

122 

to Russi a, on account o~ t he time necessary to place it in oper­

at ion. But both War and Navy Departments were aware ot the 

enormous assi s tance that Ruesia an~ Japan vera getting from 

t hei r imported Amerioan machinery, Major Soderholm, who hae 

epeciali~ed in 1 heavy machinery• stated that Japan eould not 

have waged war in China except with machinery tor munitions 

bought in t he United States . At the present time Japan ie more 

dependent than eYer on American machinery, because mach1ner7 

from Germany ia not aYaUable, 

1. I vaa impressed by the cordial reception I r eceiYed 

Pnd the v1llingneas of both Var and Navy Departments to co­

operate with you in this undertaking. 

~44~.-;::-
1 

V. D • . Pulnton, 
Captain, U. S. N., Retired, 
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,.WuJ'J s, lMO 

llukilll 1a8titaUoaa 1a •• uatW "-'•8, U8 taalllar u4 tem­
t ar tal poaMNlou , u4 1a tomp ooutr1e8 , q,.llt1e4 u U,Oe1hr1ee 
u 4 t1111Jlo1al ... ate, a.re requ1J'e4 to pvtora .all ....Ulol hAalr1ac 
MM1.oe 111 aoiUieftica Win. Oe oolleH1ca ot tile r._uee of t~~a 
Oow.-at 11114 1U Yartou apao1 .. u4 418""-te n .rolllb 4eetc• 
nate4 41aMI'et.ac otnoere. "'- .. talll1alle4 aatllo4 of ottMttiac eoete 
11111arred liT 4epoaUar1e8 11114 flaaoia~ ..-nt• 111 oe perfil-DOe of 
th1• ... ctial Ooftr-t bolo111 ... 1• thl'oqla t» ae41- ot 11a1uo .. 
of pablio .OJieT8 •tate1Jie4 tllel'ftith. "'-.. baluoee, uad.er ezieu .. 
law 11114 'l'fte.ary reealau-, are re .. ire4 to be oollaterally eeoaret liT 
41reot or 111141reot obl tcaUou of tile 'Oa1W Stat .. or ob11C&Uo110 of 
tile territoria l a4 taaalar poaM .. t oaa of the 'Oa1W etat... S.oe, 
tile oaly l'niO•e 0. 'bub~ 4er1w ~ til••• !reaary llalaae .. , 
paaral!y epeattac, 1e thl'oqla tile T1el4 ~ tM aeourtu .. parolleae4 
1a tile arnt tbr tilt• par]IOMo 

'l'be 1Jiore&8111C requ1reaute of the Ooft~at tor bult1ac aen1.ee, 
ooab1ae4 with tlla ovreat ytel48 011 el1C1bla oollateral, wUl, 1f tiM 
a1tllat1oa 18 aot 114Jute4, aeoeaaltate u DD4ee1rallle 1aoreo• 111 tile 
.-.t of the llela.110 .. ~~eoeaaary tar tile 'PNUU%7 t o ..Uta1D wl\11 
banD. ta 0. o1~aDOe8, 111 order tbat ett1oia11t' ..m .. •.T be 
pron red u4 • • equihllle nlatloa •111ta1u4 betwa the 'l':Nuury u4 
iU 4u1pat .. 4epoa1tar1 .. aD4 fillnoial ....... 1t 18 oca814are4 
ftrT 4u1rall l e to pronh • .,..1o1 type of obl lC&Uoa tor tll1a pupoee 
atoll wUl baw a f11De4 raw of,_., Will .ot II• niiJNt to ...-. 
nuetaatloa, u4 ~ lie re4.-.4 upoe 41ae noUoe •t faee ftl.ue plu 

aoora.4 11$e:N8t. 

I turetbn propoM, niiJ .. t to ynr approftl., aa4 uder tM 
autllorlty of the 8eaoll4 L1bert7 110114 .lot, approft4 Beptnber IM, UU, 
u .....Sed, to lea• a ap•ial earl .. of 'oca.u of tile Ulii1W Stetee 
atoll a117 be abaor111e4 ter '117 t...Uf1 .. 4epoa1tar1 .. u4 tiUMlol 
.... u -'laC all requU..de of t11a 'PNaeQrT 111 an wt •t 
ezoee41 .. 111 1a7 e ... t» -n ftlr ftloll tM 4epoa1ta1'7 or flllualal 
aa-t 1e qaalittat, IIIIIIIJ•n to ta•- or 4ao- u 1M Q."&al1f1•­
u oa 18 a4jute4 a,..r4 or tGnwut 111 41not poport1ca to t»--' 
..s ellaraotar of t• ••aoaUal 8er'fioe ,_..red liT * Nak. 

'l'bll llcah Will be 4ete4 ,.1ma&Z7 t, lMO,~ belli' lllterut n 
the rate of I penct per ..-, u4 will •WI'• ,.llnarT 1, 1980. 
'l'h117 Will be 1eae4 oal7 to ._. tile tu11tleaUca of t.,..ltart•• 
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... tWMtal .... ul wU1 ... 1ID dtii'NI ... ur .._. pa 11. 

fta 1111 .. 1 'lllU 1ID I 0

[ ~ n U1J ._._ .. Jill at 1ne at .. 
or'S. et till 111UWI ........ _., n u.t uHH. au. 
t~~~n 11111 " ,...S.U• u- _. • 

0 

"''- u eta ' •• 
--1tltl, till ,......._.,~-ta.ll' I till••' t 

t11D Uaitett. lqnll- .. 111 ° l.lMI't7 .... Mt $nU ... -
tell lfl0000,000o It U ••fRI17 lftlatll .. , I •&tp Will lie 

...vieW tl ..,..a.~ NO .-,lUte& '="'II ta1Utd11Uo 

ftle utlllft.U. .. , ,...,UN tu\ ..... 1111r M 11_. ~ .... 

t11D aJIPDftl ot •• J'ft•Wat. u••••t..,,., 11 n .. of tM UNit 

.... nt te till 'I'& "'7 ftiota 'llll1 -'' ,.._ .U ;:; t '• I 

tnn *' • • ..,.. .. 11- Will.-.. ntta ,..... ., -•-

:.t.~,.... 

(11pl&) •• .... • ..... ,._ 

~ottllot'l'fto »• 

!Malta ..... 

UHOtUt 
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Ult!ID I'U!I8 or AMaJCil 

"""•;t .... ,..,_,. •• 1,-o 

l!llO!LT WUlDDtLU. 

!··---· 

!be lloaorule 

S1rt 

!be Seorotar.r of State , 
w .. h1actoa. 

. I ~Te ~ boDOr to refer to ~ Jloob .. oy 1o uopatch 
ao, li47 of lobt'Wir7 5, 191!0, oD tbe nl>Joot t 111otor 
Hl&J>InT !reaoportetloa lJI ChiDat lleoo-a4aUou of 
.Aarlcea !reaoportatloa :bperto1

, aD4 to prerlov.o -
...,leaUou roprdlng the worlc of t.ho .Aarle&~~ 110tor 
trauport uporto wbo ~Te beea e4'rlo111C tho MiDlotey of 
Co-..lcaUou clDrliiC the l ,aot tho mDtbo , aJI4 to oubllit , 
for tho loforme.tlon aD4 tileo ot the ~arU.nt, t.ho 
ouboteaoe of ro...-lco -.de by Mr. M.w:leo I, Sbaahoa ln 
the couroo ot a call at t ho l•baooy l-dl,.tol7 prlor 
to bh departure fro• Cbw>cJtl iiC tor tbe lhlltod Steteo 
on J'ebrnaey 2. 

• 

S'OMIWlT 

Mr. Sheehan dhouuod at • • • l eiiCth 
hlo roeent trip to rrench l114ooh1Da: hlo laopac­
Uon ot ~ l.,dochi,......l'llmlall llailY&T: aDd hio 
ooofarancH wUh official• of the rallY&)', 
l'llmlall prorlnclal .,.tborlU .. , aD4 ~ MiDlotor 
of Co-..lcaUou. Be apreoood oatlofacUon 
onor tho oplrlt of cooparatlon obcw b7 all 
ooDCernod, aD4 appeared opUIIl.otlc la ropl'd 
ta pl")opecto of ooor41aat111C 110tor, rail ...t 
water treaoporteUon taolll Ueo la the South­
n•t. 

Mr. Sheehan 1Ddioatod thd be bed DOt bed 
"" e .. y U• durlac hio tift IIODtha .. .,. 
e4'rloar to the M1Dlotry of Co-..lcaUou. 
Be otatod t~t for II'Prozi•taly oaa 110Dth 
(lo-) be wao nrtually lcaorod b7 the 
MiDlotor. Be oeeM to t .. l, bownar, ~t 
be bed la tbe ...t lllCCaodod la ..tiiiC rooponalble 
Chi .... •tborlUeo ...the Yllat otapo -.ot be 
tab& to 'bl'iiiC alleoat attioJ•t -u..atioa ot 
tr...oport fectlltleo, 

Ia coaclnaloa, Mr. lb..._ ra..a4 t.hat 
be bed -roecbad. hio wortc with ~ 14M t.hat 

... 

125 
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u eftlclellt t,...._r\atlon qetea le ., .. ,._ 
Ual to Chiu" reale'-"Ce tc Jap&u .. 1...,._ 
aloll; \bat U Japaa lt allow4 to 4oalna\e 
Chlaa t.be uH~ta cut to t.be 11111 ted 8\a\ea 
h 'llllpr..Uc\able ; &ll4 \bat a oo~~pUatbe}T 
..all effort aa4e at tbia tl.. to aaalat 
China ~ aan the 11111te4 Statu 'Wltold expe...S.. 
ltu.rea ill the future . 

The Fabaaq calnod the l .llprUdoll that 
Nr. Sheehan 1 a Ylft of the tu ture tDaJ hen boon 
undulT optlalatle, but bellnu he baa ... ,.. 
dared Yaluable I II'YlOI \o the Chin••• eo .. ..... 
MD\e 

Mr. Sber.han ce.llod a t t he !'.abaur 1D the COip&llJ of 
N.r. JA4reV B. Baaal, ou of hia two aaalat.a.Dte, oa 
J&lluary J l , a~~d dlacouoed tho ruulta of hh 'fork vi th 
the Counaalor aDd t.be Third Sec reta17 for appronaatel.J 
u hour, 111 the courae of which he reYiftod the pobh 
he bad eon red ill a coDYoraatlon vi th the !h1rd Seeretorr 
Oil J ADUA1'7 27. Sille~at of thlo latoraatioll vaa traaa-
1111 Uod to the Depar-llt b7 the Connl a t Haaol &ll4 b7 
tho n ee Connl at Tuiulaatu duriuc Mr. Sheahaate YlaHa 
to thoae cltieat the Bebaaq vUl aot Ulldertal<e to repeat 
l t 1n detail ill tbia dupatch. 

Aa tho DeparU>ent will racall, Mr. Sheahan , acco .. 
panted bJ Mr. T, L. Soo"", head of tile Scuth.,.at Traaa­
portatlon CoiiJ>&ny, flew fro• Cllw>&Jduc to Hanoi oarlr 
in J&J\\1&'7• Aa a r .. ult or hla innausa uon of the 
cona-atlon of earco at Raiphons, he reccuendod that 
Hai phcDC be emba rgoed ao tar aa carco 4.eaUnod f or China 
waa eoncerno4 , and further reeomn4e4 tho t a larp part 
of the car co at Haiphong be tra111ahipped tc Ransooa and 
f orwarded h China onr the Bunoe r oad. 

In the eo.,anr of the direc tor and o ther otflciala 
ot the Illdochl.u..Tunnan Rallwar, Mr. Sheo.han then iA­
epec tod 4a-ce tc the road renltlDC froa Japauoe air 
raich. Re eatiaatod t.be railwar C>O'Clld be repaired b7 
r ebru&J7 15 a\ a eoet of not aore than $10 ,000.00 United 
Sta\ea currener , an4 caM tc the eone1uaioll that the rail.. 
r oad could probablJ be ttfecUn}T blended acatut air 
attaok, Durlnc hl a ce.ll at the llobaoq Mr. Sheahan eo,._ 
f l ,...d the Yiew oxpreouad to the Connl at Hanoi earl;r 
in JaDU0r7 to the effect that handline of Chin••• CoY•..,.. 
,..,., OAl'CO on the railva,y would iapron - particular}T 
vitb reapeot to dl•eraicn of fre1cht apace frca ucea to 
which 1t bad orlclnallr bon aaal.ped. Ro .. id he beHIYod 
that w1 th t ho a.rr1Yal of ten nov 1ocoaoUYU, DOV under­
otoed t o be ea route to Indochina troa :BataYia, ud acld1.o 
ticoal r olling stock now beinc tranator rod fro• the 
DJibouti II&U"''"• tho In4och1,...Tunnan Ra1lV&J C>O'Clld 1,._ 
creaM ih aonthlr capacity froa apprcnaetel.r 15,000 
tcna \o 24,000 \one (ueuaiJ>C that trattic wao DOt 

111 \e""'P ted 

01!uoi I a Uepatch no, 41 , Juuary 12, 1940, .!!.!!!• 
tlulnantu 1 1 de epa teh llOo 22, J aDua1'7 26, .!l "'• 
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ial'"'"'Pted. loT t'v\Ur ab at\aab), lit . ... ,tss oal4 
caa• "" lllroaot;r M1111 plaeel .. laUlo wa a "Ill the 
.ore ~aU• pallno a10111 tile ralllol!r - parUCIIIlar~ 
- Wi4CI8• Wl1ola ...u 11e unt .. u h r._, 
Ill' , k oei eaU lie ..._ ...... te/flr aaU41Hasn _. 
w -~ .... eat t- 0 

.,..., ,. 1le ..... al ... 
tu i'allWIF• 

Vhilo tile roftl.h ot tile lllr ra14 ot h'roa17 1, 1a 
'lllllcll a 41roo\ IIU vu ooored. oa a puo0111er traia, 'lfOQl4 
bar417 ooa to JuUf7 lit. •o+n'o optW• rocar41ac 
~o paod,UU:r of a.t..uac \llo rallW!F, ~OT 4o ut 
oonoUtuto ooacluln m4- \bat u aD4 whoa f'oar\hor 
4otoooo •-•• .... a4opte4 tu rall_,- - DO\ bo 
ottootlnlT pr0\ooh4, 

Jollowlllc hlo laopootloa ot ooD4lUoao at llalphoJIC 
ao>l ot tho raUW~F Mr. Shoohu, ao tho :o.p...taont lo 
awaro, procoo414 to T1UIDAII1'1l, &oro be •t Mr. CbaDc n.-
-"· Mbhhr ot C n•oeUou, Ybo ba4 U'rlft4 l .n tho 
oH:r on Juu.:r;T 16, Ill', Sboabn 1&14 tho* Ill' . CbaDc 
..... t out ot hlo _.to 1le oor41al ; 't'irhalq ..,.locloed. 
tor hlo n-cloot ot Mr. llhoabn M4 hlo aoohtuh cblriac 
prooo4lmc """tho; aplel- tbat thlo aacloo\ ba4 11.­
tu lnmtablo Melt ot or4oro lo- bJ O.noral Chlaac 
ltal- + el<, t o ~· c...taia proJeoh la r-r4 u ... 
llr. llhMban qpoaro4 to boTe b- 1101\ tanrabq Uiproo­
oo4 bJ r-.rlal M4o ll:r Oonraor t..,.. tlan of .,._, 
ottlclalo of the IaUOIIal Gon.....,.t, an4 ottlclalo of 
tho r allwq, ln tho couroo ttl a banquot 1Ml4 la T-..tu 
on Jan•17 211, at 'lllllcll all tho opMir:oro, aocor4111C to 
llr. Shoaban, pll4co4 t!Mlr cooporaUoa la ooor4lii&UJIC 
truoport oomcoo ln tlannn, 

In tho couroo ot a brht rmw of hlo work 4ur1ac 
t ho pan tho 110atho Ill'. ••ben 1n41cato4 tba\ tu 
aUlh4o ot t ho M1D1nor of Co-oaUono ba4 aot boon 
ooUroq oooporaUn, an4 tho* 4urlJIC t ho .oath ot 
l-or tho Mialnor TbtuallT 1poro4 M., .u tho 0114 
ttl thl.o -th, ao tu llopar\Mat vUl rooeU,• lit, llh.....,. 
1111104 a otat••* r_..u.c tiM otfOO\ ot t u fall ot 
~IIC on traupanaUon b tba looltlhroot la ..tdcll lie 
palato4 a r-..rlalbq tanraUo pla\uro ot truopon ooa-
41tlono wl\h tile 14ea ot ott.l&U111 tho Chlaooo t o 
craahr acU..tt:r an4 •ct..tac tiM& oo•thlac t o +oot at•. 
Mr. llhoohu 0&14 tho* 1D hnlac thlo otat•aat ho ba4 
abo wlobo4 to pout o..t \bat tu loao ot t ho ~IIC 
roa4 roalq vu loao 4hutrou than..., paoplo ba4 
bol 1oTo4, 

Mr. llhoabu _, oa to oq \bat toraatloa ttl \be 
CIU• !'rauport CorporaUoa••ropro-ted. tho CllllalMUoa 
ttl hlo ottono, M4 tbat vhllo be recroUed. tbat tor 
llulaooo r-u be aow fo1lllll 1t -OiaU'T to rot1li'll to 
t ho Va1te4 ftatoo, he toU \bat be aa4 hlo u dotaah 
W prnl414 tho Clalaooo wl~ a MD4 '--11 fer aa llftl­
oloa uaup.rt -•• · lit, keel rx b4 tlllat U wao 
- ..., to \he Chl.Moo t o ellow vllat their 1100114 to wl~ 
tho plaa. (1111'. koei M4 lit, Y• PaUor, Ill', •oatn' • 

.. lie••'• oont141&\1al ...,.,.... ... llol, 
Deo..W 1!), 19}!). 

" •'-"•' • eont14•Ual 4oopatall u, llo7, 
Deoxbor u, 1939. 

oU.. 

1 
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Mil• ulll.._., 'flaa h l'~a la ca.laa t• - ...au 
\o -··> 

..... 17 '""- 1..-.tac .......... ., Ill' •• ·­
...... lte4 \11&\ 1t.e 11M bp\ •-\u\17 la lila& \lt.e ballet 
that a oCIIIpcaUnl7 1104an -• ot aooln- to 

Cbl• • '"" ,,... -- u u -U•• ~~.er •• ,... .... , .r..,.. .. toalatloa at r.n .lata - a...t a aUaaUoa 
*ioh ~. la rear• to_., ,..al tlla !loU ... 1\a\oo 
\o 1111;) .... lMalftlaUo .,.. \o -.laW. lt.el' poelUoa la 
the Paoltlo. 

C~l !be •••t~r ll ao\ oolrrllloe4 \bat tho 

prolll111 ot ftl'lOV.O ottlolalo -· h ICr, •=h" Aurl111 
tho laot t ... 4117• ot hlo o\li;r la CIIJ.• ••1114 M \aiDoa ao 
U t val17 u he ..,.... ... h \aD thM, aepalllal17 •lao• 
tho ottlolalo ~ \II&* la a t•111•1to ho -.14 M la 
Vaohllllh• talldal wi\h poaoplo la\orone4 la tho polll­

bll1t7 of -'l.al - Ol'a4lh \o Chl•. !he Maoq 
dooo tool, ho-, tlt.e\ lA a441Uoa to ct'rl"' \he 
ChlDOII t bo bolofU Of hlo 1111;)01'\ hohaloal ltaow1oqo, 
ICr, Shoaii&D hal raDOlare4 a Mtablo o.r'rloo la \alltllll 
to tho Chlaooo ao fi'Uitl7 ao hlo rnarko to tho .... ., 

-a IJolloata. .. bao b- la a poolUoa t o pol.ft .U 
..m.ooao llhloh fw, lt ..,, Chlaua wcn&l4 4aro -uoa 
opoal7- Ill t hor to oou._. ot oqu.l ruk or h \holr 
qerloro, 

a.opaottul17 

l or tho .tabaoMAarl 

Orlclaal to ~\&oat bJ alr-.ll 
Jour oo:pllo to Deponam b7 ]>ftOh 
Co:pJ to Polpllll b7 ]>ftOh 
Co:pJ to Shenpt liJ pouoa11 
Co:pJ t o ~ liJ alr -.11 
CoPT to a.aot bJ alr aal1 

170/115.~ 
.... liB 

•ohl 0wt111 h . praoo of rOQUao, ooaploUoa of 
\hlo a .. patoh hal - aDOl'lll7 4olara4· 

Regraded Uclassified



COPT 

s:mtc! LJ coo Illb'II.AJ. 

• 
.&Mrieu Collaulate 
RaDcooD, Bltr.a, 
Pebru&r,T S , 19~. 

3ul>Jea \ : lfar • teriah tor ChlDa: e\ath\lce of i~~poria at RaDcooll 
pa .. ed t or trauli through Burma durlDg tba period 
JeDUarJ 1 to Januar,r 15 , 19~. 

T!OJ l:l)IIOIWILI 

Sir : 

! Iii SIO !!I !AllY or S'UD, 
Y.A.S!UBGTOI , 

I hu e U.. hoDor to rerar t o i D!o!'llllUoll recelltl.T tra~~.aaliied to 
~lol Depert•Di, aDd t o forward berewl\b e \athUce of war 18\ariah 
to· Chlu i~~poried at llugooll aDd ahipped 1D tranalt throu&h Buraa 
du·l~~;~ the period Juuaq 1 to J anua.ry 15, 1911o. The n l ue placed Oil 
~h·oaa utar lala waa Rllpe u 2 , 705 ,SOl, or $811, 7l!o at the p reullt 
ell'ilh1J148 ft1WI of the rupee, which h a pproxla&tal.T $0. JO, 
V&lute 111 rupua Df ..,tariala re-exported to ChiD& ill 1939 ware eoDoo 
••~ ttd &t a ra te of 35 callta, aa t ha t waa the a pproxim&ta Ta1ue of tba 
ru~Jat lD United Sta tea curNDCJ Whell t r...elt ahipmellh ltarted &Dd du.l'­
\n,; eneral aollt ba thereafter, 

On Ja.Dilar)' 15 , 191!o, t.ha total •alue of all war 11111 tarialo re­
e r>ortad ~ Cblu t roa Bancoon etood a t Ru.peu 108, 835,717, or ap. 
pr 4xlae tal7 $37 , 957 ,208, 

ID r ap rd to tb a ....UDg ot the phraaa •pa .. ed tor t r anol t • )ret­
aNnea lDto..-1 ooUieDi oil daapaich DO. 229 , ot October 18, 1939), I 
he.,. to report thet a teriala pa .. ed t or tr&Delt t hrough Bur- are 1D 
elreoa~ n tr, lnataDoa re-eJ:pOr\ed t o ChiD&, ahip .. llt folloviDg the 
C\lat o:u lupaotloD aDd clear&J~Ce. !he procedure followed 1D handline 
tr.u~al t earco a t tbla pen 1a deacribed •• tollowa: 

Wban carcou of war ...ateriala or other IUppliaa tor ChlDa reach 
t h\ t port t he oaaeo, boud, orataa, dru.aa and other pacDt;ea , and &DJ 
ar,lolaa no t ill oontalura, are earefUll7 checked a a the7 are unloaded, 
bo t.h b7 C\la t oaa oler ka aDd aaplo;ru ot t he Southwut TraDtpor t&Uoll 
Co:ep&DJ , t he OblDeM Mlli-lll lltary t ranoport COilOerll ill char ge of ahip. 
111'\ h t o aDd wl\hia OhiDa, 'l'he;r are t hell forwarded t o warehouaea, 
wh$ re t ha;r are aplll ohacad Oil alltq, and where they a re UDder coDoo 
l hl1 t Oue tOllt ll&paniaiODo 'l'ha OUlJ e:mep \lOil to \blo utter proced­
ure h 1a the caM of uploalTea, which are atorad in bargaa ill the 
Ba111ooa l!h a r, MTeral aile a troa the doca, Mill \arJ police, p r o­
•i<la4 b7 t he Ooni'BMat of ~. are Oil pard at the warahouau and 
0 11 \ he barpa. Aa aooa aa 1t 1a pcaai ble to do oo , the local otlioa 
ot the llcutbvaa\ !'raDapor\aUoa Co~~p&BT DO U tiea the Ohla .. a OonrD-

... ~t apaq obar.,U with the dla tribltioa ot aupplito ot the carco re-

ca1Ted, 
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a.1ftt, .- ... ••• •• etrt.• t.e u.a t.u•-w t.a reead-. .._, .,..,_ 
oN-• to 'bo o'Mern& t.a ••rn••· u& h tust..W wt.tla tile _._ 
... '17 tua4o for looal PQMah. 'IMa tM OUtoao cUior1 •t.•o ue t. ... 
!oi'Mt ot tllo obi:pMah M 'bo ..... tM •Wt.alo ue h•oo'-' u& 
paeoo4 for Voui' ~ 111na M Cldaa ..... pne'1eallf' all -wlt.oo 
paaoo4 ue obippo&. 

• 
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vp •mzw lCil "'!t 

S\&UIUOI of illpoJ''I "' h-poa ''IJIIW 1M pa ..... for Vud' 'F -
Buna C.t!ou •Ulorltlea 4ylv U!! Hrltf J•-·r H-pn7 1,, lf!O, 

!Jpe of .... J' JIIIOJ'I,pU~a q-UJ"If 'falu 
Na\arlal pkp. i?' ,,,,,, Or's!' b••• 

.Al£2 laM Mr~l 2 • cleeol'lptloa 171l1W Ita, .. 1,~ 2 I I I • II, l II I I I I 11,9:J 
1 I I I I l,le6 

Kachl~ 'NI"!I l,llt:J ' •U1oa be••; 
)0,9}6 llua1a 1~.68o 

Sbtlll 5.975 ~ -: 136.5119 Naira I 1,911,616 
1,012 - 1 1 .or• I'WJIIl• I 106,170 

:ru ... 117 'I- .. u., 116,700 I 116,700 
118 7 - !blUe: 2,110 I 1~.050 

Cr:rtrl!!l!• 2,362 7-62 ... , 1,1117,200, 
1a cllpe I .,,0,2 

1·~ 7.62 ... J 6,5116,260 I 327.313 
7·92 -.1 76,500 la 

11,590 oUpe o-uoe1on11:1a 
385 7o92 .. , ; 866,2-;o I ID,m 

total 2,705,101 
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1, Jluala 
2. Cuoboalo'nllda 
3. traUat ltat.a 

h~ 

T~tlll IT f1PU 0'1 )«4!DIU 

~· of VaU q,.auv 
Nakrlal 

l, Sb.Ua •• 143,627 
2. c.ru14pa I 8,9()6,210 
~· Jlaoh1M pa pvh I ~·'-" • J'luo•• I .510 
5· AlrplaM pvh 

fo~ 

• 

132 

lq:olhal•\ 
u.s. Dollar• 

793.689 
1~.371 
:5.610 

SU,7'10 

Tal.M ..... 
2,017,= 

116o, 
1~,6So 
6o,~ 
121 z 

2, 705,801 

1(111~ .. , 
u ••• hlltn 

6o5.357 
1~.~ ,lloiJ 
U,225 
l.610 

SU,N 
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GROUP KEET'I!IO Pebruaey 8 , 1940, 
9 a:5o a.m. 

Presents 

B. lll.Jrs 

Harr1ss 

Schwarz : 

H,!I, Jr l 

Schwarz : 

H. II . Jr: 

Bella 

H, t.I,Jra 

Mr. Bell 
xr.Harrh 
xr. eoohrsn 
Mr, 'l'hOIIIPSOn 
Mr. Cotton 
Mr. Haas 
Jtr, POleJ 
Jfr. O.aton 
Mr. Gra'les 
lfr, White 
Mr. Schwarz 
Mrs Klotz 

I think this is a surprisingly good story i n 
the Journal or CoDIIIerce, consi dering how badlJ 
Culltoms has treated th-. I .. glad I can 
get a good story out or the•. 
Today'• Journal! I wUl look at it. 

It is a New York story. 

Yes, on the machine tool thing. It is prett7 
good. I think it is one or the 1110st intelli­
gent things that has been written, 

It is a good approach. 

For those who are interested in - do you want 
to look at thh! 

I have got it home, I think. I will look at 
it. 

For those Who are interested 1n South America, 
I got worried when I saw the activitJ 1n the 
bonds or the Republic or Ooloebia and so I 
called up llr. Welles this morning at hia house 
a t 8 : 1S, I thought that the at&t-ent should 
be -de today that the Republic or Col OIIbia 
and the Bondhol ders' Protective Committ .. had 
reached an agreement, detaUe or 'tlbiob would 
be announced on Pebruaey 16, and he agreed 
with 11111, because - I don't know bow JUD7 people 
are on the Bondholders' Protective Comm1ttee, 
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Cotton I 

H.M.Jra 

Cott<n l 

Bell: 

H.II. Jrl 

Bell: 

H.II.Jrl 

Cochran! 

H.II.Jrl 

- 2 -

but the7 know it. Bnrtbod)' in the Republic 
ot Colc.b1a 1 a Bllbaae7 lmowa it and I think 
it puta thoae or ua Who withhold intozwation 
in an ellbarre.aai.ng poa1t1on, ao Welles aa14 
he would call up the Aabaeaador or Q)lOJUI1a 
and it he geta a releaae be will let - lmow 
and I will call up Traphagen. 

Are )'OU going to aak - i t le a little bit 
contrar)' to the understanding reached here. 

Well, it we get a release f r om Colombia. 

Yea, that h all r1ght. 

And Traphagen! 

And Traphagen. 

We were hoping that if the)' got c loae to the 
1 5th and we thought there might be a chance 
ot com1ng to an agreement we could aek for 
a postponement of that date, ma7be tor a week 
or something 11ke that. 

11J own a tuft, the minute - an7tb.1.ng that •• 
do 1n Goven.ent financing, the aecond we 
know , we can't get to the ticker quiokl7 
enough to let ever)'bod)' know. There 1e bu;)'lng 
a ctivit)' . and there ia speculation going on and 
the people on the •1n• are b\Q'i.ng up theee 
bonds, knowing that there 1a a bond selling 
that 1e going to pa7 3 percent, that ia 10 
percent on 70ur mone7. Tbat ia going nice. 
I juat don't teel comfortable. It 1e up to 
WeUee to get a clearance t'ro1ll them. I am 
eure 'rraphagen will go along 'Ill th it. 

There waa a mention 1n the preea toda7 alao 
tm t Coloabla 1e bel.ng considered tor a loan 
b)' the Bxport-Uiport flank. 

A lot ot people know a bout n. :&epll •• at 
the houl8 two nipt1 ago and he Bald, "Bow 
are 7ou getting along witb the Colombian debtT" 
and I aald' "Ver)' well. It la Yer)', Yer)' 
t.portant. 
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Bell: 

Cot t on : 

Bell: 

Thompacn : 

B.lii.Jr: 

Graveu 

B,lii,Jr: 

White: 

- :5 -

Be said, -.e ret'lmded the pro'fincee of the 

Argentine on a • percmt baaie, the Federal 
Gove~nt did, • and he eaid, •or course, 
it JOU should do ~thing on a :5 percent 
baeie it would be •err -barraseing tor the 
Federal Govel'llllent of the Argentine," eo I 
eaid, •That ie eae7. I will just tell the 
Col ombians that Argentine doesn' t want ue 
t o do it tor leas than • percent," 

"Oh no, no, no, no, don 1 t tell thllll that." 
But you eee, it is all around, so I think 
the quicker it is out , the better, 

I raise the question as to whether the Whole 
tenDs ehouldn 1 t b e given out. There would 
still be speculation it you eay t hey have 
come to an agreement. 

-
I wonder if you would have five ainu tee to 
talk. Mr. Traphagen called me yesterday. 
Would you like to talk to Mr. Bell about it! 
Be can tell you What he said, He had eome 
ideas on a permanent settlement, also . 

Maybe I can eee you for five minutes some­
tilDe. 

Bell :t.e got fl'all 11:00 to 12:00 and 1t he 
gete through, will you (Bell) remind me 
and then we will bave a conference for a 
lllinute. We will concede you ( Oo ttcn) five 

minute e. 

I put 1n •1 naae w1 th Kclta7 for a couple of 

lllinutee. 

Haroldt 

Nothing. 

Barr,-! 

I bave got 1lU1te a few telegrams about RU8s1a. 
I • .,nder1ng if JOU wouldn 't care to indicate 

~ecifioall7 how JOU want the RDaaian atutf 

• 
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H, L!,Jrr 

Vlh1te1 

Gaston : 

H. l!. Jr: 

flhite: 

H.M. Jr: 

Harrier 

H,lo!,Jrr 

-. -
handled. Baail Harri1 ia handling one angle 
of it and ..., are taking care of one and 
Herbert Gaston. I think it better be cen­
tralized. 

Do you mean on thlll shipment! 

Yes , on keeping track of all --

'lhe interesting thing ia - I almost fell over 
last night to think tbat the State Department 
1s abreast with ua. 'lhe State Department also 
called up Climax Molybdenum and wanted to know 
why there was e40,000 worth of molybdenum going 
on a boat . 

From Los Angelest 

Yes, Well, I think that this ie - I think it 
better head up with Herbert Gaston, I think 
that would be - I am glad you raised that, 
because - Dan, I think the stuff that I have 
been doing, certainly anything to do with the 
shipments out of this country, whether they go 
to Rus sia or - they raised the question of 
extra exports of molybdenum to Italy. I sent 
that to ~. too. 

We are following Italy, Russia , Ge~y and 
by-porta shipments , 

I think if you and Basil Harris and Gaston will 
work on that. Now - -

I will just teed 
formation I get. 
anyhow. 

into Herbert any bits of in­
Mine ie mostly piecemeal , 

And then the stuff - anything that has to do 
with foreign purohaeea of war materiala, we 
had the President aet this committee up with 
Captain Ooll1na , aee, and I think I w111 tell 
Collins that if there is anything tr0111 that, 
Bell, 11h1le I - gone, he should talk to you 
and if you think 1t 111 1o1118th1ng I ought to 
know about, why - the way I would like people 
to - Jlloe, D.otz will be here moat of the tiM. 
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KloU : 

B.J4. Jrl 

KlotZ I 

H. I.I. Jr: 

Klotz: 

Belli 

- 5 -

It llhe ian 't here, Miaa Olauncey will be here 
the day a abe 1a out. Do you ( Mra. not z ) 
W11Jlt it to go througll 'JOur office or through 
'l'bompa on' at 

Wbatever you want, 

Daya Mra. Klotz 111 here, llhe will handle 1t , 
and the daya abe 1a not here, Mr. Thompson 
will handle 1t. How ia thatt 

That 111 all right. 

It it 1e something like - the t you can -it 
a half a day for an anawer for, I would rather 
have it cane through a code telegram and l.!cJtay 
baa the code, you aee, lf 1t i a aaneth1ng 
'JOU need an anawer within an hour on, -ybe 
'JOU had better phone. 'Ihe airmail isn ' t very 
satisfactory unless you do thia - you can do 
thia: It you put it on a a.h1p, for instance, 
the ah1p that leaves hare at 6 100 o'clock to­
night and geta there at 8100 tomorrow mom1ng, 
and we know there 1s aaneth1ng on that ahip, 
you can wolk it out with the Poet Office - I 
can aend a man up to meet that ah1p and get it, 
'JOU aee, and I will have it two houra later. 

Mr. Secr etary, ia that Tucaont 

Yea , If you aend me a wire that on American 
Airways, auch and such a ship, there ia a 
special pouch or special latter or something, 
work it out with one or theae ex-Poet Office 
1napeotora like Gravea, we will aand a man 
up to me et that ah1p, you aee. 

O. K, 

But otherwiae, a oode telagr.a can reach • -
telegraph aerTice 1a excellent, 'Ihey phone 
it right down. Telephone only it it 1a an 
emergency. It G1ann1ni canea 1n and aaka, 
"JJay we wbacribe to 35 million dollara worth 
ot bondatw and wanta to write ott all hia real 
eatata, telephone me. 
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Ed and I will come down on the plane , 

You can bring tbe whole a tat.r, 

That ie certainly worth 1t, 

And cherge 1t up to G1ann1n1. 

You are eo big hearted, 

I don't think I have anything elee. 

I don't drink , Mr. Secretary, but I would 
drink on that. I th1nk I would get relle.r 
on both occasions. 

Do you smoke, Dan? 

No, I don ' t smoke either, but I would take 
a ci garette, too . 

The days Mrs. Klotz is here , she will handle 
communications and those days she isn't, 
•tr. Thompson will. 

Dan? Are you saving everything for ll: OOT 

Yiaa I down to Harryt 

I started, yea , Secondly, you commented on 
the conference on gold yesterday, I am won­
dering whether you might not want to mention 

Oh, tor the benefit of those Wbo have •:eak 
stomachs on gold, i f a group should come 
together to discuss gold, 1t isn't gold, it 
1e a diacuee1on to be on the internal economic 
conditione o.r the United States, you see. 
'l'bat takes care o.r all weak eto-cha. 

Ie that going to be international or Just 
do..1eati ct 

No, just domestic. 

J\lat domestic. I think the people who have 
been worrying are quite right about i t . So , 
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Belli 

White I 

H. M. Jra 

Belli 

H.M.Jrl 

Bell i 

B.K.Jrl 

Belli 

B.K.Jrl 

White a 

Oaatona 

'lhitea 

H.M.Jra 

-., -
it you bear there 1a a aeetina solna on or 
mythliJ6, it 1a 011 rsntUna out bow we O&D 

put tbe ooun t1'7 on a bund.:red a1111on dollar 
baaia. 

Btnetr million tirat. 

Let'• skip the eighty md 10 to a hundred. 

That is right, it is juat aa eaey. 

Incidentally, I would love to eee Lauch Currie'• 
1118111orandum on that, the one that the President 
had. It IINit have c0111e troa Lauch. 

I haven't got it, but I have a memorand'IDII 'IIIlich 
Jlr. Baae made up t'or me yeeterd&y. 'l'he Pr .. i­
dent, I think, 1a wrong. The trouble ie, be 
covered seven years and be ebould have covered 
ten . I tll1nk he 1t0ul.d have been all riFt• 

I aeked eoaebody to - did I write yout I 
aald, "Ie Tom Dewey right or 111'0II8t" 

Be 1e right. On the period, it the Prea1dmt 
had taken 19~0, he would have been all right, 
but h e took a even yeara. 

Well, I am aeetna the Pre a !dent todlli:r. 

or cou.rae, they are all atter him. 

.lnyth1Jia elle, Barryt 

I take it you want ua to continue to follow 
tboee exporta. We bave a IUD up in !few York. 

Jlow, 1ndua trial d1-de, you are band Una, 
aren' t rout 

Tee. 

o. K. ;Dat ie all. 

1 am a till not 8&t1et1ed 111 tb what so•• on at 
yenaen111a. 

l3S 
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Well , I don't know - tnis information you 
have , the Ruadans are etartins a regular 
ab1pp1ng li.ne to Wanzan1lla and whether 
they are shipping that etuff to Mexico be­
cause they fear they may have difficulty 
in getting the etuff out from here or 
whether it i s for marine reaeone, I don 't 
know, but apparently they are going to 
D&ke Manzanilla one ot their important 
export pointe in the western hemisphere, 
but I understand that the place certainly 
isn ' t equi pped to handle the type or ma­
terial that is going out now, eo maybe 
they expect to spend eome money there. It 
eeeme to me the etory would bear investi­
gating. 

Anything elee, Harry'l 

That ie all. 

Basil 'I 

There waa an attack by Congreeaman Bt'eweter 
in the Houee that you may have seen. We are 
getting up an answer to it . It 1e a highly 
technical matter. 1'1e thillk we are a hundred 
percent oorrect on i t . We wlll have that 
answer by noon and I have been talking with 
Danny Bell and we may get somebody on the 
floor to anewer it . 

About the naturalization proposition? 

They can have it. 

(D1ecusaion ott the r ecord) 

The joke back of this thins 1a Brewster baa 
been after Joe Davies. The president of the 
colllp&ll7 ia Clare Cheater, who 1a about the 
l argest contributor to the Republican party. 
He overlooked that one. 

There were several newspaper articles on 
that. <llick might have aanething. '!he 
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memorandUIII lllight go to Rayburn or sa~~ebody 
on the ways and Keane. 

Wondertul. 'lbe Preaident got a great kick 
'lib en I told h1lll tba t you and Ito~ 'l'bompaon 
were l ooking after O:larlle Weat in order to 
help Ohio. Be said, "You tell thea to l ook 
out tor the Batch Act, Tell those two bo)'s, 
Thom~aon and Bell, not to go be7ond the Batch 
Act . The President said particularly to 
tell you that, He got a great kick that you 
fellows were taking care ot the State ot Ohio. 

Be got a p romotion, I understand, 

llhot 

West. 

tt'ha t do you meant 

141 

It is $7500 after all. 

He told Gaeton the President pl'CIIIieed him Aeeia­
tant Secretaey ot the Treasu.ry, Don' t worey, 
boye. Even though you preu me, I will not 
give h1lll that. 

I offered h1a Director ot the Budget one tiae 
and he wouldn't take it, 

Anything elaet 

I could eay e0111111thing about that Tenneuee dil· 
tr:1ct, but I think maybe it would be just ae 
well if I would ekip that. 

All right. Ia it well in handt 

Yes, hie om hand. There ie such a thiq ae 
ra1e1116 the white tlae; at tbe right t1ae. 

Leam to run and tight another day. 

Yee. 

Wall, I didn't hear anJth'n&• I eee bJ the 
ticker the Pree1det~.t bad l'IIDoh w1tb 14 Pl,.m 
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and he had the atur.r on hie deek. I didn 't 
get a~ telephone call. I alao le.t't on hie 

·deak that thing o.r taking away thoae $80, 000 
worth o.t' jobe in CUe tome . Everything elae 
al.l rightt 

Yea. 

George! Did you aee thoae machine tool fellowa 
any more yeaterdayt 

No, they went to the hotel (handing report to 
Secretary). They were invited, you know, but 
they wanted to go to the hotel. 

I gueae they wanted to gat right down to buei­
neaa. Anything else, Georget 

That 1s all. 

George, I don't know whether you send me once 
a month a report on this Federal Housing, I 
would like those reports onoe a month. 

A.ll right, I will aee that you get them. 

They don't look too good. 

No, they are down some. 

Chickt 

I just want to report Mr. Sullivan, Mr. Irey 
and =111elf have been 1n touch with Pegler 
to straighten him out about the fact that we 
do look into incomes of labor racketeers . 

How do ,ou reach Peglert 

Th.rougb United Features Syndicate at New York. 
We found him at the waldorf yeeterday. He 
1e coming down w1 thin e week or two. He 
claima that he na told that by the Bureau, 
but he can • t r11111ember 'ltlo told him. 

What Bureaut 
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That we paid no attention to any kind of l abor 
retu.rne . That is hie story. He doesn' t know 
who it na, 

I was kind of bothered about that story of 
the Kennedy report which I don't thlnk I 
have ever seen, have I , Kennedy ' s anal ysi s 
of the financia l situation or England! 

You didn 1 t get ~thing from me , be cause I 
don't know what you are talking about . 

I would check up , Merle, and if we haven ' t , 
based on this story, I would like to wr1 te 
e letter to Mr. Hull and refer to th111 story 
and say if there is auch a report 1n existence 
that I would like to have a copy of it , 

Yes, sir. 

And I think that this report of Cochran ' s -
I would like to have Bell and Schwarz and 
'illl1te read it. In t rying to trace i t do'tln , 
t h ey claim they got some or the story out 
of the Treasury Division of Monetary Research. 

Kennedy got aome'l 

No . 

Lehrbaa . 

I don't know him. Is he the Balkan corre­
spondent'/ 

Yea . 

Yea, be baa been around and t&lJ(ed to us . 

I sent Mr. Bull everything I have and i f 
Mr. Kermed7 has a report on the financial 
situati on or Engl and, wh7 don't I get i tT 

There were several l ong reports that we d i d 
not get, I am sure . We got one very long 
report b7 acci dent, because we aaw a r eterenoe 
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to it 1n a telegram and we asked Cochran to 
get 1t aeveral 1110nths ago and then we got it 
about five or aix 1110ntha later. I t waa a 
ver,r careful and l ong report from the State 
Department, I didn' t know Whether that had 
been repeated or not, but there have been 
two instances of that, It -y have been 
errora . 

Herbert, will you read this (handing document 
to Mr. Gaston)? 

How far was IT 

I understand the Colombian Ambassador i s 
writing you a letter showing his understanding 
of the a1 tua t1 on. I thought you would like 
to let me look that over before you make any­
thing public, to see 1t he has got i t right 
or not . 

I have already asked you to. 

Oh, you haveT 

I asked you (Cochran) to work with Cotton yes­
terday, d~'t I T 

You told 11111 to write the letter. 

Yea, I did. 

I am sorry , I don ' t believe you did, I have 
a whole sheet here , 

What I had in mind was that I thought I said 
10u and Cotton should prepare an answer for 
11111. Well anyway, i t I didn ' t --

Well , i t 1a jUst an acknowledpent, anyway. 

I -y or -.,. not have. I had intended that 
Cotton should see it and collaborate . Anything 
elseT 

I have nothir18 except t his Ruaaian gold ator,r 
that ca11111 out 1n the preu this 1110rning about 
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the arrival or the s.s. Kim. Tbat ia one 
of the ahips that ia going down to Kanzan­
illo. 

It 1a also in the story. 

By the way, Mr. Secretary, yesterday in the 
CUstoms hearings, Lodge picked up something 
about copper and he a sked where i t waa going 
and we said Russia and he aaid, "What?" And 
then he started to delve into i t and then 
he asked for a list of all exports to Russia. 
Vie told him that was the Department of Com­
merce , but we recommended they get i t out i f 
they have it. 

In this room, i f the Preaident will let me do 
i t , if some of these boys that don ' t like 
Russia want to do something, there is compl eted 
in the United States a lathe , 160 feet lo.ng, 
that will manufacture an 18- inch gun, the 
biggest gun in the world, and this manufacturer 
has s ent down all the plana to the Army and 
Navy. He 1s paying the fines on it out of 
his own pocket for non-delivery, waiting for 
the Army and Navy t o buy it. It 1a the bi ggest 
lathe in the world to make a gun 165 feet long 
with an 18- inch bore . I called up General 
Watson last night and I said would he do some­
thing and he said no , I had be tter talk to 
the President ~self, it waa too bi g for h im, 
or words to that effect. 

This manufacturer, out of hie own pocket, has 
been paying the penalty, hoping that the A~ 
and Navy - I called up Kr . Edh on yesterday 
to ask h im about it and be doesn't even know 
about it. I spoke to the people laa t night 
at the bouae and they said, "We have been 
aitting there paying the penalty, hoping some­
body in Waahin~on would saJ, 'Thank you, here 
ia the moneJ.' 

In the contract they wrote with the Ruaa1an 
Government t hat it could be released to our 
own Amy and Navy. It 1e a perfectly legi­
timate Russian contract to deliver a lathe 
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165 teet long to make an 18-inch gun and here 

it 1a and the IIIAllutaoturer baa been paying 

th.e penalty, and in there 1e a clause - what 

would you call itt an eecape claueet It per-

1111 te h1lll to a ell 1 t to the Arrey and Navy and 

be baa had the p lana and everything else 

in the Army and Navy since last September 

and they haven't done anything about it . 

Has your information to Edison been suffi cient 

to start 1 t rolling? 

I am not relying on that , I am seeing the 

President about that, plus the fact that the 

machine - it i s just unbelievable, that the 

Arrey and tlavy ~uldn 1 t do 8ometh1ng. But 

then, I suppose that is wby the President 

uses me , because he can 't get results . But 

ha will know about it before I leave town 

tonight. 

There was an extremely large c rate, supposed 

to be very valuable , that was awaiting ship­

ment on that boat. They didn ' t l1ke to open 

these large crates because it is very expensive 

to close them and the Customs Bureau baa to 

pay the expenae . I don 1 t know wba t was in it . 

I am asking the President whether he won 1 t let 

captain Puleston make a survey of all ot t hese 

plants . 'll'e know where the stuff 1a and the 

figure given me to buy up all of this atuft 

waa between 15 and 20 milli on dollars. It ian1 t 

even 11Jce sending one gun. 'lhia ia a machine 

tba t ·can turn these guns out as big aa any­

thing we own ourselves. It ia unbelievable , 

the stupidity of the Anny and Navy. It just 

burna me up. But the President will know 

about it before I leave. Isn' t it unbelievable? 

Tbia manutaoturer says, "Kr. llorgenthau, we 

sent thia aU down, the plans and everything, 

laat September and we have been paying the 

penalty out ot our own pocket , hoping that 

we could take it to an Alllllrican court to pro­

tect it , that there was somebody in Washington 

who ~uld say thank you and take it off our 

banda." Then we worry about $40, 000 worth 

ot 1110lybdenU111. 
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Incidentally, Merle, I want to congratulate 
you on thia 1110nthly atate.nt on the atab111.sa­
t1on tund. I aee you ran 1t tor leaa money 

th1a laat month than we had ever run it before . 
It ia a nice statement. Did you aee thia, 
Bell! 

Bell: No. 

H. !ll. Jr: 

Gas ten: 

H. !i. Jr: 

Thanpson: 

Bell: 

H.li.Jr: 

Bella 

It 1s very nice. We made, 
January, the stabilization 
million dollars and tha t 's 
expenses we have ever run. 
person to take an interest 

Herbert! 

I haven't anything. 

1n the JDOnth of 
fund made a halt 
the lowest running 
Merle is the fi rst 

i n the expenses . 

On this Russian gun a tuft, we don't want to 
get it out , but the President will hit i t thia 
afternoon, I know he will. The i nteresting 
thing is that the American manufacturer is 
willing to pay the penalti es and he s ite there 
waiting for somebody to come aroutx1 and take 

i t off hia hands. I can' t understand wb1 some 
Senator or Congressman hasn 1 t l eamed about 1t 

before. 

I f all;1body want s to see me, 1t they will tell 
McKay, we will fix it up. I am seeing Bell 

from 11:00 to 12100. If I den' t see you all 
again, I won ' t be on the telephone ao it is 
saf e to play golf or tiddle winks. I hope you 

aU get some tun while I am gone. 

If the weather man will behave. 

You probably will -.nt to get the laat thing 

on thia conference thia afternoon. 

Yea. Well, I have kept IIIJBelf - t he only 
pereon I am seeing, I am seeing Jerome Frank, 

11b1ch you bad better lilt in on. 

Wbat time is tbatt 
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He ia coming a t 3:00. But 1t won' t take but 
a few minutes. I want to tell him about 
Gifford, who ia here on Br1t1ab eecur1 t1ea. 
You (Cochran) had better be 1n on that , too, 
eo that you will know about 1 t and Mr. Bell 
may want you to contact Gifford while I am 
gone ao there ian' t too much falls on him. 

Are you going to be at that oonterencet You 
might want to read that memorandum of their 
foreign exchange aaaeta that we prepared a 
few days ago for the British. 

What 1s that , Rarryt 

On the Br1 t1sh. It will g1 ve you aome idea or 
'llha t they are up against, possibly 1 if you are 
going to take any action. 

Why, do you want to come in at 3: 00? 

No, I don•t . 

Are you 1nterestedf 

Not enough to come around, no. 

If it is difficult, I can get you a pair of 
roller skates . 

0. K. 
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DEPARTMENT OF AGRICULTURE 

WASHINGITON 

Hon. Henry lolorgenthau, r--, 
Secretary of the~asury 

Dear Henryt 

February 8 , 1940 

The newspaper notice of the President 1 s appointment. or 
an i nt.erdepartaentel co.ait.tee •to represent the United States 
government in &11 matters relating to the purchase or a1litary 
or neval supplies, .ateriale and equipoent purchased in the United 
Stetea by the United States government or by foreign governments,• 
has j us t been brought to ~ attention. 

This suggests that you might be interested in the attached 
letter which I received troa Tbo.as E. Wilson of the ll'i.lson Paeldng 
Company, 'IIIlo is a Ml!ber or our Agricul.tural Advisory Council . I 
have given this l etter to the State Depe.rtllent but I think you 
should have i t in your eapaci ty as liaison officer bet..een the 
President. and this new co.ait tse . 

Sincerely yom·s , 

Enclosure Secretary 
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Dear Jlr, S.ereta17t 

!Ure ban 'bHD .. ,enol - U..l.,..at.a pert.&ia1Da to the .... ..,. 

lard aparl Vade with tbe lhllted It .... au. the -t.bc ~ the .AcriOIIl.­
tural ldYiMrT c-11 1a 7Wl' ott1oe r l&Darf 16. 

!Oil en, DO 4oW>t., &w.re ~ the tut. that. the Brit.i.llh a.nr-nt. bu 

adod.cl hAM, lluOil Uld lArd '- the 11.n ~ JI"CIIIau, the s a•, toe ~ 'll:dala ere 

pro111b1ttcl axoept. \liMier u-. ! h11 lll"dao bet•• dttoUn Jtllll&r7 20, 

bolt cloee 110t tppl;f to park Uld lArd r J'Oiltoe to the llzd ted liaccloa prior to 

'. 

that. clt toe. Ov llri t.1.llh repnNat& t1 YU 'bel1nw 1t. w1ll be poat1bl.t '- ebkh 

llctDat tor llhlppiac proclllot 1atoeDcltd t• Vzdttcl liD&dr 1a oure 011 lUUU'7 201'bft 

u )'tt w ban DOt rect1Tecl U1' abeolutoe &a~R~rUMa that tbia requ.at w1ll 

bt potJlted. 

Oar rtprtttnt&Una en n17 ptat1a1at1c about tht poat1bWt1 .. ~ 

ah1pp1JI& &clcl1t10D&l aupplba UDder 11oeua. 'lht;r ban rec-Dcl.cl tbat w 

cl1aoont1Dut prooea&ill& lluon Uld hut tor lacl.&Dcl, &Del we are tollow1al the1r 

~nd&Uon. !ht outlook 1a eqll&lq uata~bl.t tor tht llhiP"U of lArd, 

In Tin ot then U..~at.a 1t DOW loob u thCJIICh there 11 a at.zoonc HulJ.,­

hoocl that oparat.1.011 \IDcler the 1liport 11oeue w1ll be about aqu1nlnt to an 

tabtrco OD .a..r1oan park Uld lArd ata11ar to that 1a dtaot for ORt&1a other 

AMrloan tara prodl&ou. 

• ban been adt1.tt4 1acl1reotl;r that C.ned1n tiU,JIMDtt te tht Vzdttcl 

linccloa ban ucttd.cl 7 111ll1011 pouDcla 1IMIIlT dur1Dc Mftral reoent -a, 
llbich 11 far h -~~ ot the requ1rtd '101- ot 21000 l.rc tou WMkl;r \IIIIIIG' 

tht Un1te4 ~ ap••••Dt, &Del the Qnac!1an ~it of oourtt 

btiJic purohutd. at a rtl&t.i.~ h1&h price. It bu bttn ~ tbat the 

BriU.Ib. Genz "' ooat s'•t.ea ··lr1· tbe Ceydfen B&OOil Board to .u:rt.a1l. 

ahi~ an .,t &Del arrance tor ('.e .. dsan paok8H to at.ort the prodaot. t or 

Brit18b aoo-t to be llhlpptcl at a lator 4&toe, All. ot tbia ~· add1t1oa&l 

tTid- that the Briu.b o.ru-nt 1atn4t to purabaH ftl7 11tU., it uq, 

pco1t prodlaou rr. tM '-1M4 hdN. 

I hope it w1ll be pttt1bl.t tv )'till to utt 7f/IIJZ: 1ood ottiett 1a zot~1t­

tlll'1JI& a ·~ JII'Otott with the llrit1ah GM'u nt apbat th1t _, ut.i.Oil 

app&rtDtl;y iatn4ecl u aolladt Jllarloea ,.n pz Saaato tr. the llriUah ..:rtr.et. 

Wt •PFtol&toe, ot oourtt, the -cattua ~ the Jlftbl.- oolllrontilll the 11111\M 

l1n&doa at th1t u.. Uld the -•&lv tv oantlal oontrol - tbe1r tfll'tip 

axahaQPJ "--t 1Jl Yin ~ tbe n.pe tbat ban 'bHD t&Un liT the UJdted lt&toa 

llbich ptnd.t the puro1aua d creatl:r ••W _. atoriah 1a th1& -v,-, 1t 

'I'OIIl.cl •- tbat w are t1a1q Jut.itltd 1a prttottiDr the cllaarialaU.. .,._ 

&1&1118t the UJdtM lt&toa tara pi'Oduott, .. pae1ell;r pork Uld !';:! -U&l tot4 

1'- or 'll:dala w ban a squ•u Uld are aftil&bl.t at ..aola 1aor oaa. 

1111111'el3 7fii'JZ:'• 
/a/ n-.•. ..,,_ 
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TREASURY DEPARTMENT 

WASHIN810N 

hbnary s, 1~ 

Mr. Still1n1ll phoned me yesterda;r aftamoon at 5a3> and s tated ~Iter­

day's meeting with the engine II&JIUtacturera bad ael'ftd to turth~talliae 
the machine tool situation and that be felt del1'ftl"1e1 oould be epeeded up to 

oeet dates "tlhi.ch bad been prcai.led. 

J.!r, Ward ot Pratt & 11h1tDe;r al1o talked with 111 later and stated that be 

felt that yesterda;r ' • -ti.ng would result 11101t advantageous~ to thl air­

plane induatr;r. 

lihUe ta1k1ng with llr. St1llwll be also reiterated • deaire that ••>* aa 

tat i vea of the machine tool 1.ndllltr;r be allond to sit in on thl nut -t1Dc 
that might be bad between the airplane induatr;r and Allied reprelentat1ft8. 

He l'llla Won.<! that he would be adYiud when such -ti.ng ._. echeduled and 

invited to send repreMntathes to it. 

He also stated that, unl- - ct1tticult1es preaen~ unaeen deftloped, 

he doubted 1t it would be -11&17 tor thea to CCBe to Wubi.ngton ap1n Oil 

the 21st as auggeeted. On thU matter, howner, he praaiaed to oontact • 

turther at a later date. 

He uked • to part.iaulal"l;r upn11 to )'OU b1a 'fiU7 deep appreoiat1on, u 

well as that ot tbe •abiDe toolilldllltr)', ·tor the intel"Ht that 7011 haw· 

taken in th1a utter and tor thl helpful -ti.ngl that you arr&JI8ed• 

• 

t Procu~t 
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TREASURY DEPARTMENT 

TO 

INTIER OI"'''CIE COMMUNICAnON 

Secretar~thnu 

Ur. l:!~- · 

DATa February 8, 19IJO . 

Dr. Lubin just telephoned me a nd said that the Civil 
Aeronautics Authority had asked his bureau tor employment figures 
for t he various e i rplane companies. Dr. Lubin ' s bureau advised 
tho Civil Aeronautics Authority that t he employment f i gures were 
confidential , but t hey would be gl ad t o f urni sh them to the 
Authority i f the individual -com~anies would advise Dr . Lubin to 
relePse them. ( I t was by this arrangement t ha t we obtai ned the 
~mnloyaent figures .) This suggested arrangement aggr avated the 
Authority and t hey sai d they would contact t he cogpan1es direct 
to get the employment figures . Dr . Lubin sai d t hey wanted the 
figures because they were concerned about commerci al plane p ro-­
duction in this country . 

Dr . Lubi n t hought you should know about thi s before you 
lett town , as he wee a pprehensive that th1e agency might upset 
the ~rogram on which you a re now worki ng , 

DIB 41ecu .. e4 \he 1111on wt\ll 
llaa 2-9-'lo - u4 wt Ua ... , ... 
ot \he C.U oa 2-1)-llo ( ... 
pre .. a\ wbo he \allte4 wt\ll lee\U' 
o-rer pboae) 
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PIIOPOIAL roR JIEIIMABft ll'f'l'LEICZ1ft 
Or 'niE DIREO'l' DOLLAR DEB'l' 
~ THE OOLOKBUM OO'I!IIJIMIR'r . 

1. The "Oroposal relatea to $45 1!11lliona :~rincipal face 
acount of dir ect obli~ations, i. e . the amount assumed 
to be outs tanding exclusive of repatriated bonds which 
cannot be tendered for sinking tund purposes. It is 
assumed that the Government- gu.aranteed oortgage bank 
debt will be otherwise taken care of. 

2. The $45 millions of old bonds will become an equivalent 
face amount o! 35-yeo.r term bonds, maturing 1975· 

; . Current interest at 3~ for the first 15 years and ~ 
t hereafter. In addition to current interest, during 
the first 15 years payment on account of unpaid in­
terest arrears accrued will be made at the rate of 
1% on t he currently outstanding !ace amount of bonds, 
resulting in an effective interest rate throughout 
the life of the settlement of 4~ . 

4. No sinking tund obligAtions in the first year. There­
after each year there wil l be applied for sinking tund 
~u~see,· by purchase of bonds on tender or redemption , 
any saving in interest over the maximum amount required 
by way of interest in any ~ior year and, 1n addition, 
the Colombian Government will agree to P-Ut the Fiscal 
A-ent in !un4s to r etire a minimum of $600 thousand 
f ace aoount of bonds. In any year in which the value 
of Colonbian exnorts to the United States fell below 
the amount of some base year agreed upon , t he obliga­
tion to put the Fiscal Agent in funde to retire $6oo 
thousand face amount of bonds would be waived , but the 
Colombian Gover nment would guarantee to pay the Fiscal 
Agent a minimum of $2 millions eaoh year for service 
of the bonds, including sinking tund purpoaes. 
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H.•· .Jr: 

Bell : 

: otton : 

H. ' \ Jr : 

Cotton: 

~ ." . Jr: 

Bell : 

EXCERPT OF CONFERENCE WITH UNDERSECRETARY 

February S , 1940 
11:00 a . m. 

(l·lr . Cotton entered t he confer ence) 

It we.s just a piece of 1-!orgenthau luok. 

\·/ell , it went very well and I t hought they 
1•1ere ver y nle,. sed to '?)et it . 

~r. Tra~hAgen called me yes t er day, day be­
fore , I guess it wa s a~~ I t a l ked to T . Bell 
a l ! t t lc l'bout it. If YOU will reme,ber, he 
~Tote ~e a letter sett!n~ f orth the ~ro~oai­
t ion for a ne~anent aettle~cnt he thou~t he 
could get throu~ the Council . Since th is 
t eopor ar y agreeMent wa s aareed to , he nut it 
u~ t o t he Council and sai d he coul d ~et i t 
throueh . I thought you might wa nt to consider 
it . He eaya t ha t he 1a um:1ll1ng to put it 
for~Ta.rd , because he feels t he. t he will be 
trended on. He thinks t ha t ha s hannened be­
f ore , bu t if t~e Colombians would pu t it up , 
he 1~ould accept it p.nd could ~arPntee get tin!!; 
1 t tl'>.:rou~rh . I told h!a I llould t ell you about 
it. -

\•/hat is the nropoaa.l? 

\·Tell , t hio eummari zes it ( hanllincr nroposal to 
Secretary ) . 

\·Tell , it is jus t a matter of physical t i me. 
I can ' t s it down with these gentl emen between 
nol: end 5: 00 o ' clock. And, as I was saying 
t o Bell, I t h ink we he.d a ~ieee of luck the 
other day that everybody just h«QQened to be 
psychologically r eady t o state t hat they wanted 
to settle and 1t wa s a piece or luck, but with­
out seeing thene neople face to f a.oe , I wouldn 't 
want t o - I wouldn ' t kno~' llha t would happen. 

Does Layl1n know any par t · ot t h1at 

! 58 
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Cotton: 

H,H,Jr: 

Bell: 

Cotton: 

Bell: 

H.l'.Jr: 

Bell: 

- 2 -

No, not unless Traphagen told him. I talked 
to Larry Duggan a Uttle bit about it. He vae 
over here one day. I explained it to hla and 
I think he hoped that possibly something mlgbt 
be done with it, I am not very optimlstic, 
because I think they are still pretty far apart, 
but at least this is something the Council would 
accept . Now, whether it would be the time to use 
it , or whether 1t can be used, it iB hard to tell, 

What do you think, Dant Whatever is going to be 
done, you are going to have to do 1t in the next 
ten days. 

Well , I think that this 4 peroent rate in 15 yeare 
mlgbt be a stWIIbl1ng block, 

I told h1m I d1dn 1 t think he could get this 
settlement on that interest rate the way things 
were going and he said well, it was as far as 
he oould go, that they would nrefer to stand on 
the temporary settlement, that they would not 
out this down. I think he varied the sinking 
fund provision a little bit, but not on the in­
terest . He is a pretty straight fellow, I think. 
Thet is hie last word. 

Well , perhaps you mlgbt want to -- I just shoved 
it to Duggan, I mean. It is not in the noeeee­
sion of the State Department or Jones or- anybody 
elee. 

~Tell, it might be that if you have no objection 
that if they ask for a meeting that wl! might 
get together with Jones and Welles beforehand 
and discuse ae to bow a thing l1ke this a1ght 
be handled, 

I Ylll leave .1t to you. 

If ve th1nlt the t1JIIe 1e good or ve have another 
nsyobolog1oal eituat1on ae you referred to, 
maybe ve can out 1t forward ae Juet a euggeet1on 
for oons1derat1on rather than eee1ng the negotia-
tion• break down. · 
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Cotton : 

'!. " . Jr: 

Cot ton; 

t~ . '~ . Jr : 

Bell : 

Cotton: 

~ . '-' . Jr: 

!!ell: 

H. '".Jr: 

Cotton: 

'~e ll : 

- 3 -

Right. I would suggest that When you get ~~ is 

note from Tra~hagen -- it seeoed to ce the 
Ambaeeador•s letter to you wne not quite conplete 
in the sense or he di dn't ment i on ~nen the in­
terest 1~ould be rya1d . You s ai d it ought to be 
paid halt on t he 15th . He doesn' t say t ha t in 
h is letter and also he doesn ' t say anything about 
the negotia tions to go rorw11rd on t he guaranteed 
debt , either , wh1oh were speo1fio enough. So I 
t hink when Traphagen wr1 t ee us , 1n a transm1 tt1ng 
letter, or socet h1nB, ~re !'l i ght aay issues have 
been ce lled t o our a ttention which were agreed to. 

It is a sood ~oint . 

All r i ght. 

Thank you . 

He doesn ' t sa y anythin~ ebout it i n hi s letter, 
does he , Trapha~en? 

Ha s the Tr aphagen letter come 1n? 

I hadn't seen 1t. 

!!rs . Klot~; Just hande.A 1t t o me . 

I see . 

Well, he doesn ' t mention 1t , either, does he? 

·~o • 

Turbay said he tlould do that. \'/hen \ielles calls 
me u~ today on t his thin~ , I will reni nd h1m to 
re~ind Tur bay i t is to be t he 15th. 

00 0 00 0 00 

!EO 
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TO 

Subjeot: 

TREASURY DEPARTMENT 

INTIER OI"I"'CE COMMUNICATION 

DATa Febr , S, 194o. 

8eoret~~enthau 

llr. BA&p~ 

Wheat export ealee and other aarket data troa the 
Federal 8urplue co .. od1tiee Corporation . 

Jan. 30: A oargo ot about 330,000 buehele ot wheat wae eold 
by an exporter tor eh1paent tro• the Coluabia Ri~er 
to Shanghai . 

laporte ot wheat tlour into Ouba in 1939, wh1oh 
totaled 1 ,~2,000 bage ot 200 pounde each , are 
reported •• the largeet recorded in the laet ten 
yeare and ooapare With laporte ot 1 ,034,000 bar• in 
19~ . 1'h1e ehowe the g!'()Wing iaportanoe ot wheat 
flour in Cuba'• national diet . 

Jan. 31 : Salee ot Manitoba wheat were eetiaated at about 
300,000 buehele to the Continent . No deaand ap­
peared tor United State• wheat . 

· P'eb . 1 : 

reb. 3: 

Exporte ot wheat troa the United Statee in the week 
ending January 27 totaled 126 ,000 buehele . Wheat 
export• thue tar th1e eeaeon t otaled 13,387 ,000 
buehele . 

It wae eetiaated that approxiaate1y 200,000 bulhe1e 
ot United Btatee weat were eo1d t o the Continent 
and poeeib1y 400,000 to 500,000 to the United 
Iingdoa. It wae aleo reported that eoae eaall l oti 
ot hard wheat had been eold tor ehipaent troa the 
Gult t o the Continent . 

Very little W.at hal been I01d abroad einoe the 
war atarted but there 11 a pouib1lity that eoaa 
&dd1 tioll&l. ealee Will be .. de eoon oa Pao1tio Coaet 
weat it treight apaoe oaa be obtained at a ·realoa­
able prioe . It il elU-ted that about 4,000,000 
buehele ot Argentine 11be&t haYe been lolt by eillk­
iag up to January 1, but th1e 11 rep.rded &I ~err 
eaall . Wo report ie gi~ea &I t o the aaount ot 
Canadian alld other grain 1o1t. 
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seoretar7 Xorgentbau - 2 

Feb. 5: 

It ie thought tbat there will be Yery little f oreign 
deaand tor United Statee oorn when Argentine oorn ie 
ayai lable in larger quantitiee . 

A oargo of wheat vae vorlted t o Sbangbat troa the 
Paoitio Coaet on a eubeid7 baeie . A good-eised ex­
port bueineee vae a l eo done 1n f lour t o China and 
the Ph1Uppine e. !he bullt of t h1e export flour 
bue1neee wae done b7 oountr7 aille . !here ie a de­
aand t or eeYeral aore oargoee of flour it epaoe oan 
be eeoured at t he r ight figure . 

Neutral • are reported t o baYe bought 500, 000 buehele 
ot United Stat ee oor n. 
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HJ.!Jr: 

Arthur 
Purvis: 

ID!Jr: 

P: 

!lJ.!Jr: 

P: . 

m•Jr: 

P: 

miJr: 

P: 

m!Jr: 

P: 

H!!Jr: 

P: 

HI!Jr: 

P: 

m~Jr: 

P: 

ffi!Jr: 

P: 

!U!J r : 

P: 

Hello. 

Yea , Mr. Beoretar,.. 

Febl'uar7 8, 19i!O 
2:52 p. m. 

Mr . Purvi s , you !mow thet memorandum you gave me 
about ~. Jr1 ·• t. 
Yee. 

And 

Yea, tha t ' s right. 

And I shoved it to the President . 

Yea. 

And he said it vas al l right, let him oome. 

Oh, splendi d I I'm delighted. 

eo that clears that. 

Thank you eo much. 

So • ••••• 

+ feel very pleased about that. 

All right. 

And I do hope you have a n1oe holiday. 

I 1m going to. 

(Laughe) I know -- ·an right, eplendld. 

All right. 

'l'hanlt you very IIIUoh. 

Goo4bJ'I• 

OoodbJ'I. 
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Jn.!Jr: Hello. 

February ~. 194o 
3:00 P•• • 

oper&tor: Captain Puleston ie out until three-thirty. 

Hl!Jr: '·/ell , what's hiS man's name dovn theret 

0: Mr. Xamarok. 

m~Jr: Yeah, let me talk to him. 

0 : R.i.ght. 

(Brief pause . ) 

i!l!Jr: Hello. 

0: Yes , sir. 

Hv.Jr: Is he ther e' 

0: Yes , he ' s t here . 

m~Jr : What•s the matter With that f ellow down theret 

0: ~~. Kamarok. 

H!·!Jr: This 1& the Secretary speaking. 

Andrew M. 
Xanarok: Yes, sir . 

mur: This morning Ca!)ta.i.n Puleston gave me a memor"'4um 
on an 1~-inch gun. 

K: Yea , air • 

164 

. 
ID·lJr: Well , I gave that to the President , so I'd like the 

Capta.i.n to g1ve Mre. notz another copy for my f1lu. 

K: Yea, e1r. 

HMJr: And tell Captain Puleeton that the President il 
referring that to the lluni t 1one Board. 

X: Yea , e1r. 

IKJr: o. Jt. 

X: 
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Februarr a, 1940 

I called Sumner Welles at 9:15 this morning after 
I had seen in the pa~era that the Republic of Colombia 
bonds had ~one up one point and suggested that we announce 
today that Colombia and the Protective Bondholders Com~ittee 
had come to an agreement the details of ~hich would be an­
nounced on February 15th. I sai d I thou; ht that ~e were 
t aking an unnecessary risk by keeping this an official se­
cret while all the members of the Bondholders Committee 
knew it a nd t he public did not . Welles agreed with me 
and sai d that he would let me know later in the day how 
the Colombians would feel about it. 

• 

• 
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h._,. •. 1,.., 

!IT 4Mr lnatoJ'I 

~ 8441\l-.1 bfo!W\Uoa ooaoet•bc .... laa p14 wblab I 

referred to b • 1oUtr to 7" ~ J'o-...,. 1, 191!o, h aow llftl1a'll1o. 
\ ~·' ~~ ;~Q\ ~. •. '),. \ o> 

!be llv- of the Ilia\ npor\1 the rooolp\ of p14 "Mn 'lloerbc 
a 1111 .. 1aa 1\ellp &114 Jtu11l• co14 ooll la the tollowt.lll! -h dvl• 
tt.. cah114ar ,_... 1934 to 19391 

CaleDd&J' Wlaod 18l.lloa 
Tear !eart.M .... ,. •'m 

1934 
193~ 
19)6 
1937 
19)1 
1939 

• 
110, .690 3.m.J6o 
"'· 1,270 
52.979.331 

• 1,672 
lito -35 

70 
6,oll5 

1, 707 11 
lito 

3·m·~ u o,6 , 725 
"'· .JIIO 52.915.313 

!/ lacludoo Gl'll4o 'lla.Uioa la \bo _, of t35· 

~ lllat r...,.,, hoaooor dG 110\ illdlcato tho _,1'7 froo *lab 

Wt cold wu ..m.au:r ahlppocl.. Joe eo\ forth la -.:t leUor to JVO. of 

J'obi'V.&I'7 1, 19'10, the Dopartllea\ of O...roo reported the\ oal;r 
$)1 allllon of cold wu illpono4 41roo\l;r troa llu.ta 4111'lac \hit 

pol'io4. 

J'or 70'Ill' f'car\hu lato.-Uoa, the llb\ ropor\t the\ IIPJIJ'O,....tel;r 

*'5 al1llon of co14 thippocl. 41roo\l;r froa Bulla (n.Al,.,•to*) 11u 

Ju•t arl'i'f'od a\ llu J'J'aaoieoo, !hh co14 h 11111111 oo14 \o the 

u. 1. lila\ a\ Su J'ruoi-· 

BoiiOII'Plt ...................... .. 

11al \o4 S\a\w a-to. 

coplo4 froa JSHtooh - 2- 7-4o draft 

w1 t h chan«•• -'• • 
DD1co - 2-s-llo 

lowo\&J'7 of \M II'IWWI 

.,. .... ,7111 Jlltlllr·ft I 

Forwarded troo Bell' • otf1oe at 11120 
a,m, 2/8/4o and t1le turned over t o ua. 
(Oop1ee aent to Senatore Wagner and 
Barkley froM Foley' s ott1oe. ) 

Regraded Uclassified



JT 

Jrcrctary of StatE , 

'llashi:!gto n . 

350, Ftbruary 9 , 7 p . m. 

PWN 

LONDON 

Dated FEbruary 91 1940 

Rro 1d 3:43p. m. 

167 

Siccn made a speech in the 3ousc of Commons on h!s policy 

of subsidizing whEat , milk, mea t and bacon, rEported in 

paragraph 2 of my 290, Fe:bruary 1 , ann de:fine:d "i ts gener a l 

signi~icancc" as follows : 

1 . Z~ admitted "that takEn by itsElf , unle:ss it is ac­

companied b~ othEr things , ~t is not really a cocplctt policy 

at all" and ht r eferred to Keynes ' letter (paragraph 2 , 

my 315 , February 6 , 6 p . m. ) and con~urrtd that "it was rather 

in thE na \;PrE of an ingrEdie:nt in a c omprehEns1 ve: policy" . 

2 . Ee: Emphasized tha t " the: pol i cy of rati oning thE rise 

of pricEs r.light bt rr3arde:d es a contributll.on to thE ration­

ing of t::·c rise of wages" and in t his connect i on hE mde ~:~Uch 

of the fact that although lhE f ood indEx rosE 19 pointe from 

t hE outbrEnl: of war t o DECEJ!lbtr l h£ had by his interventi on 

prEvE~te:d a furthtr risE of 12 points . 
• 

3 . 3 £ statE4 " tbat with dEfinitE ExcEptions you o~nnot 
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- 2- #350, FEb. 9, 7 p . m., trom London 

wisrly takr drlibrratr strps, rxohEqurr strps, to makE 

articles of consumption chraprr than thEy woald othrrwisr bE 

unlrss yo1.' arr also to takr strps to SEcure that thE r Esult· 

wil l not bE an inorrasr in thrir consumption.• 

Although Simon did not drfinr in sprcific t rrms what th£ 

"comprrhrnsivc policy" was to br , thrrr art not a frw who 

art ~cssing for such prrcision. 

As to sprcif1c rxprnditurr, it has brrn running a t 

bl,llS, OCO a wrrk madr up of ;480, 000 for whEat, b235, 000 for 
. . . 

milk, b320, 000 for mrat and h80, 000 for bacon. (ThEsE f1gurrs 

arc rxclusivr of tht aubaidirs which havr brrn paid ovrr a 

prriod of yrars to homr producer s) . On this basis th£ 

Trras•·ry' s loss would amount to nrarly ass million a year 

rathrr tam thr 1.50 million a yrar statrd in thr initial 

anno:mcrmrnt . This trnds to rrinforor thE virw . rxprrssEd 

thE last pol · agraph or my 315 , Frbruary 5, 6 p. m. 

ThE concluding paragraph of an l ditorlal i n today's 

TiMES is a notrworthy, authorita tivE summary. 

"Froc Sir John Simon' s sprroh it is clrar that tl'.r policy 

of thE Gon:r0111rnt 11 so tar as praot1oablr ·to chrck any turth£: 

incrrasr in tht oo1t of thosE things wtlich arr absolutEly 

nrorssary. Rrnt il .alrrady controlled. An attempt is now 

bEing ~dE to ltabili&r thE priCEI of EIIEntial fOOdltuffl and 

thE 
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~- #~50, FEbo 9 , 7 p.m., from London 

tb£ ChancEllor intiDRttd that considEration 111 bEing givEn 

to thE cost of clothing, thE ~ost important of thE othEr 

ittms 1n thE coat- of- living index. Tbia i8 a moat difficult 

problEm but it plainly cannot bE ltft to sEttlE itself . 

HEavy calls from the servicEs and tr0111 tb£ Export tradE will 

lEave thE supply of wool for hom£ c ivilian ocnsumpti~n so far 

bEhind ~E dEnw.nd that if noth~ng 1a dent to prevrnt it pricEs 

will soo.r so hig!i tl»t ptopl£ with small incomEs will be 

unable to a fford n dEcEnt suit of clothEs . Various suggestion 

~vo/bEEn madE - for examplE t h E provision of standar d typ£8 

of diffErEnt garments to bE s old at standard pricEs possibly 
. 

undEr somE systEm of rationing but 110 far no dEfinitE plan 

stEII'.S to :xt vE been out bEforE thE GovernmEnt. If 1hE cost 

ot llving can bE htld morE or ltsa stationary there wi)l be 

much lts s prEssure t o incrEase wagEs . This howEvEr i t is 

wEll to r~ptat is only one sidE of t hE effort to ward oft 

inflation. In ordEr to bE EffEctivE it dtmnnds a systEm of 

ratil'lning much morE comprEhEnsivE than has yEt bEEn c ontEm­

platEd sincE thE lEas spEnt on rationtd goods thE mart therE 

will bE lEft to spEnd on thosE that art not rationEd and t!!E 

morE difficult it will b£ to kEEP thEir pricEs 'llthin bounds . 

ThE othEr sidE ot thE Effort is thE divErsion b1 mtans ot 

taxation and aaviqJ of purchasiqJ powtr f'rcm t hE privatE 

c onaWIII: r 
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_._ v3501 Frb. 9, 7 P•• •• trom London 

00118\UilEr to thE gOVEriiiiiE nt luf1'1o 1£nt to 8 ECUl'E ti:E IIEOUIIlJ'7 

Equ1l1br1um bEtWEEn 1t and thE rEduord auppl7 ot goods 

e.ve.1J.ablE for o1 v111an coniiUIIlpt1on" • 

JO!NSOlf 

CSB 

• 

• 

). 
I 

\ II II 
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STRICTLY CONFIDENTIAL 171 
TREASURY DEPARTMENT 

INTER-oFFICE COMMUNICATION 

DATil :Po bl"Ur7 <!, 19110 

"'o" Hr. Ooohl'u 

:rollowiDC thia 110rab&1• etatf MeUJIC, I hlephoud llr. Stou ill tta. 

Office of the SecretN7 of State. I aentlo1L14 the an1ole b7 Lehrbaa wiiJ.oh 

appearedin the ¥aah1J~Cton Star on :Pebl"Ur7 6, IUl4 I referred to the preea 

repone wiiJ.ch IlK oo• m at the u .. of Aabaaea4or J:enu47'• reiurn to tbe 

United Statn, epeculaUDC aa to tta. aip1t1-e of the cont14enUal report, 

which it vaa 'IUI4eratoo4 the -'-baaaa4or w.a aaltiDC to O'lll' GoftniMnt, pre­

auablT upon the Jll'iUah financial aDd eccnoa1c a1nation, 11114 pneral 

capec1t7 tor C&l'l'71nc on tta. wzo, I told llr. Stou thai w Mol aner -

euch a report 1n tbe 1're&alll7 Departaent, 8114 let h1a la1ov of ov ill.hreet 

in beiDC pera1tte4 aoc .. a to auch a docuunt 1t 1t reallT exiata. Stone 

mel that he la1ev no thine of auch a report, bv.t vovJ.4 inql11re ancl. let .. hear 

!roa hill. It auch a report la in the Depart-t of State, be aaid tha 

naturallT lt would be a plea11U'9 to aencl. lt OTer t o the S.cretAZ"J• 1lhn 

Stone TOlunteered to apeak Yl.th Lehrbaa, whom he la1cn IUI4 vboa 8ecretN7 

Roll reprcla h1cbl7, in rep%'4 t o the crlCiJl of hla ator7, I aalcacl. Stone t o 

retrain troa thh aince certain 1nqu1r181 had alreaq been ...a. I told 

h.i11 that O'lll' principal 1nternt la in aee1DC tbe ltelllledT report, 

. . 
Hr. Stone telephoned M back troa the State Departant th1a IIOl'D.lDC• 

He etated that lt ha4 been lapoulble to cont1ra that there •• &llT co~ 

f1cl.ent1al report ot the character ln quatlcn troa O'lll' hba117 in London, 

e:rceptlJIC the ~nt on IIC'Cil'1Un whlch the SecretAZ"J of the frtaRl'T 

hacl. arranced tor the nate Departaent to han. JCr, St one aa14 t hat there 

vaa no report ~oa llr. XeaMcl.T, u tar u the State Departaent vat awn. 

If tbere ha4 baen -.:T. 1t pre~lT waa ...a to the Pree1cl.ent alone. 
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TREASURY DEPARTMENT 172 
IN'nR-OI"'"'CK CCIRIUIRCATION 

DATil J'~ I, 19ilo 

CONFIDEN'"fiAL 
!'II- W8 Tft7 UUle aoUrt\7 1A the tarelp ezolw=p .aztat\ \o&q, 

After opelllDC at 3.91=1~, nvllac a4-el la \he a14-nd.Jic to a hip 
of J.9S-l/2. Dari11C the athzaooa, the rah ....a to oloee a\ 3.91. 

Sale• ot spot eterUac \T tiM tow repor\iac 'llub totalel 1.222,000, 
t r 011 the tollowiiiC e0\11'0111 

Jr co.aeroial ooaaeraa •••••••• ••• ••••••••• • •••• • ••••• • ~.ooo 
», toretca bub (~• aa4 lloU!l.a..rtoa) .......... ~ 161,000 

total ••• • ••• •• • 222,000 

Purcba••• ot epo\ ner1hl -tl4 to ~52.000, •• lallioa\el Wwr 

Jr co..erc1al coDOeraa • ••• • ••.• • • • ••••••••••••••••••• ~ 132,000 
lr f oniCD 'buka (lodh .Aaerioa) ••••• •• .••• ••••••• ••• • 20,000 

!o\11 • •••• •••• • 152,000 

!'be tollow111C repor\111C beaD eol4 cottoa bill• totallDC ~.ooo \o 
tiM llrlUu Coll\ro1 oa \he baeh ot \IM otficlal rah ot '4,02-1/2. 

~ 15,000 liT the o..r..~ bu\ 0''1(<1?1!Q' 
13,000 liT Ul• 1au~ ou~ .u: 

~ 21,000 total 

J'reaah ,_, 
Cha114en 
lw111 tr-• 
hlp• 
a, ... , ... llan 

.0225-1/2 
·5320 
.'i2tt2-1/2 
.161) 
13 f. 4h o a a::al 

!'bl h4-.l ........ 1.-k ot lw1'-'t pea at eel 75,000 lwl•• trr 01 ... 

30,000 bllpe tor \he lpk ot tanta • . 

We parobaM4 \lie tollwi-c •-'• ot pl4 tn. \lie -n.4 eccaurrh 
ot \he beats twUoa\ell 

$15,000,000 tn. tile la\1~ .u: ot lwl\HI'lut 
6eo,ooo rn. t11e Wl.-1 .u: ot Jel.cl• 

tl5,&1o,ooo hW 
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!he J'ederal lleaerTa ~ of •ew Torlt r eported that two ahip~~ez~h of 

gold wore beiDC conalped t o it by the South Uricen haem Bank, to be 

earoarll:ed for aecoW>t of the follov1J16 l'enbl 

~.458,000 for aeeoW>t of the llanlt of Sweden 
2 ,681,000 f or aeeoW>t of the •etherl.azl4a llanlt 

$7,139,000 ! otal 

113 

Todq1 a e1lnr quotation in the Joabq u.rll:et wor!ced out to the equift-. 

l ent of 39.86'*. !l'he gain of about 7/161 exactly ofteat the drop which 

occurred Teste~. 

'l'he London fh:i114 prieea for apot and forward aiber vera unchaDce4 at 

2l-l/2d and 2l-3 /8d reepectiYal,y. !he U. s. equ1Talenta were 38. 521 and 

38.05;. 

Ran4T and Rarcan1a price for foreip ailnr waa m~changed at 3'4-3/41. 

'l'he !reaaurT'• price vna alao W>c:haDce4 at 351· 

We made nineteen purchoaea of ailTer t otaling 2, 562,000 o'IUICea under 

the Sibor Purchaae Act . !he aourcea of thh a1lnr vora aa follova: 

InTentor,y ail.er ••..•••• • •• •• • •••••••• • 
lev product ion froa f oreign eountriea •• 
!ra41AC ailTer • •.••••••• • •••••.. ••• •••• 
Secondar.r materiala •.••• • • •• ••••••..••• 

Total • .....•.•••.•.••. .. •..• • 

Ouneu 

1 , 096,000 
862,000 
538,000 

66,000 

2, 562,000 

!he nevl,y pr oduced ailYar vna bought f or f orvurd delheey, and a1lnr 1n tha 

other three eatecoriea vaa for del1••rT t omorrow in l'lev York. 

1'he aubatantial inoreaae 1n the amount of ail Yar offered t o ua vaa due 

t o the r eport appee.rillg on the Dov J onea Uclter that tha a11Yar aubcoo:mittaa 

of the Senate llen!dng and ()Qrrenq Com:dttea had approYed. the !ovnaend Bill 

for r opeal of foreip a11Yer purchaaa prortalou 1n the 81lnr PurchG.ae Act. 

Aceord111g t o t he Dov Jonea neva u .. , Chail"IIIIIJ1 Wagner of the Banldng croup 

st ated t hat the aubcomittaa would .alta a r eport t o the t'ull o01111ittea on the 

!ovnaenclllea.aure at i h 11eeting next !ueadq. !he ator-ntioucl ,..,. it• 

noted tbnt there 1a conaiderable nppart 1n Coacren for the legialaUon, 

and t hat laot aenion Chail"IIIIIJ1 Seol .. of tha J'ederal lleeern Buk aclYOCated 

the auapmaion of further ail yer purchaeaa froa foreip aouroea . 

We alao purchaaecl lio,OOO o'IUICea of aUYer froa the ~ of CrM• 'IUiclar 

our racular 11onthl,y acraement, 

CONFIDENTIAL 
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Mr. J:aolce hlephoae4 • h'aa •• York toclq to &:ln \he tollC~Wta& t1,.... 
obtai!IH ill coDtid-e tr• tu Obaee lull: i ll rocut. to luelall '-1-• wt\h 
thai 'bNill: •• ot \u alooo ot 'lllaaiuee Oil J'e'brau7 T, ~o4 n\h J_, 26. 
!he accOIIIli ot tu hate llalllt of luola 4oaH ... h'aa ~.500 000 to .,a.o,ooo. 
Lettere ot oro4U ot \he fto.h llalllt roee h'aa t&,200,000 to tg,TOO,OOO. !M 
.b\orc bal..uoo 4ocl11lo4 tr• tl,ooo,ooo to $890,000. "-'ore lothro ot oro4U 
4ecl111H ali&tltlT troa t2,100,000 to t2,022,000, !lie dpltlcoat tMhn of 
thoeo tipoe 1o iU 11ldloaUOil tut len llaebou 1o 'MliiC 40ilo w1\h luala 
ou a uor.l oro4U lNulh, u4 tut lothro ot oro4U .an 'bo pa -.., 'botoro 
.Aaer1C&Il aporten wtll ohip to luo1a. !he prhotpal t......,. lllh tao tu 
State llult accOUilt 4ur1ac \ho por1o4 'CIDdOII' nnw 11lcl'114o4 t;!,6oo,OOO ~ li!r 
tho Mu Jull: CorporaUoll; .500,000 froa tho tJJliOil llult ot llr1horlu4 u4 

$350,000 trca tu Bothr4aa 1~. It h pont'ble that tueo -· MT han 
boa the proooe4o ot Jlu.utu cold oal.oe, 1t 'botac loclaal tu\ lluola eboald 
att-.pt to dhpoeo of cold 011. uor'b7 ~ •• -that ohi~ to :lac]eed h 
pract1callT oloeo4, .A.OIIC the o'd"'J''Illlme h'aa iU lt&to llalllt ot Jluola 
a®Olllli .,.. ou to "-'ore ot t2,6oO, OOO u4 ho t o tbo ,_ 41 ._, _. 
ot t250,000. J'urther tllqUiJT 1e 'boiac -'-• to 4otor.1M tbe e1ca1f1ouoe ot 
tho pqaeh to tu Ih"" 'bollk. ODe ~- trca tU .-tore .,.. \he -
ot tl50,000 to the Coainiour ot the World'• J'a1r at •• York. 

lJl CODilOCtiOil 14th the ohip-t of JluelaJl COld tJo. n..Uwetok wbUJa 
r eached llall J'ructeoo T••hrdq, Mr. Bo~ tol4 Mr. :r:aoa that tu ClbaH 
ha4 110 word ot thh ellipm&ll\ uaUl laet J'rtdq, el\hOlllh tbe poui'billtT ot 
the Ohaao hu411ac ehi pa011.h ot luetu ccl4 troa n..uwe\ok to \he Pao1t1o 
Coaei had 'bo011. tu au'bJooi ot oorroepoll4-• en01rel aollthe ace. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

OAT& 7ebraar,r S, l~ 

To Secretar.r Korcent~ 

•Ro" )!r, Coohru 

At 11:15 todq Hr. Chen dropped in to aee .... Be had vbihd earlier 
ln the daT with Keaara. Joan and Pieraoa. When CODCJ'atulatlng Mr. Joaea 
upon the auccaaa of the mon in the Senate t o illcreue the tanda of the 
Export-Import Bonk and to -.ke it poeeible for Chllla to be elisible to re­
ceive a further credit of $20,000,000, Kr. Jonea told Mr. Chan not to be 
too optt.l.etlo premtunl7, alnce there lligbt be aome ditticult7 in the 
!louae. Ur. Jonea alao t old Chen to won: with Hr. Piereon toward reduolns 
the llat of Chineee requireMnta , aillce $75,000,000 1a enUrel7 out of 
quutlon. Chen 1a worklns 111 thia direction. Re told ae that he aoucht to 
h.~vo the uUcipated nav credit of $20,000,000 be of a rnolrlng nature. 
Mr. Jonea refuaed, but asreed to talk the matter onr ~ with Kr. Chen 
1t the full credit ahould be utilised, and further tunda needed, Chen aaid 
alae that .,.r, Jonee vltbd.rev hla proalae that the orlcillal oradlt of 
S25,000,000 to Chilla ehould 'be conaidered a r8'1'olrlns ona. It IIPPMl'• 
that Jonea vu willing to attespt to .U:. t hh a revolvins credit, 1t le&la-
1Rt1on to illoreaae the 'bank' a fund a ahould have tailed, but that nov with the 
outlook faYora'bla tor a new credit to China, he ia not vllling to t ake atepa 
toward malting the autstandins credit r ... olrlns, or to pledp that 8117 new 
one will from the atart han auch a character. 

Mr. Chu 1a ...ch enoauraced, and vu anxiaua to tall the Secret&r7 
peroonall7, or it t hla la not poaaible, throop ae, how ...ch he eppreclated 

t bo aaalotanoe which the Secret&rT haa rendered in the preahea. Chen 1a 

eure that thh aid will be moat tlael7, and will do wch to atrensthea 

Obineee aorale. 

Mr. Chen c.lled apia at~~La to let ae ll::now that ha 

had a""n Keeara. Joaee and Pleraon at 4 o'clock. l'.r. JODet ha4 eqeed to 

the ldea of a $20, 000, 000 cre41t tor aena 7eara, ap.lnl& 4<1.000 tona of 
tlu to be delivered over a period of 78&ra. Hr. Jonea turned. )(r, Chait. 
over to Mr. Plaraon to diaeuea terse of the cODtract . Mr. Chan ta tl')'iac 
to cat the lntereat reduoed. below ~- The whole proJect la atlll coati~ 

sent , ot eourae, upon CODCr .. • 8ppl'opr1aUac tha ao1t.e7 • 

17!.: 

I 
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IINAU or POUICII AIUl ~IC co.IIICK 0 ornca or ,. DIUCTOR 

2/9/40 

hr 

!be attacbed DOt.. OD lc~e · Denlop­
-ta dated hbruar;r 8, 1940 en ae~~t 
to 7ou at the requ .. t ot llr. lobl.e, 
~der Secretal7 ot c~•· 

• 
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W&IIC IOaMIC ... 'W1 II 

!'REI JXD&JI! ~ el Dl I m' 4a\a ,_ tiM ...... 11' 1 - --
1'80\ bui!Maa w-u. ...tea~· qua\1\a\ln d.a\a 
.tlicll 14~\ \be aaq1b et tM le"l"•• eltm\loa pn-W 
ill l.ut "*' 1 ~ ; '- !!» *-4 at \be &Da.Q'da -..c1 aot 11a 
repeaW ben'-' 7W wUl 11ad daWl.a 1a a\tacbad ~. ftr7 
ill \are a\lllce 

177 

hr\lc:ul.u~ \o lie 110\ad 1a \be M:Jiae 1a an wdara traa I~ 
b«r \o ~b«r at 15 parc4at. ad \be laqe Nlllle\loa1 -c \be 
aura~• pc10U illdll:.\rlaa .... •st••• 1a \be 1\ea1 tadu\ry au 
aot ~ bal.ow lot ber liT a t1ftll "-' 1\ ... on traa a reu -.o 
• apJ)l'OXiaatal¥ toM - p•n•"Ce• !!» rap1cl CCDV.cU oa ot 
awa1 prodlrloU. lla• -11-.1 c:aadclenlll.e c mt but. U ia Aot. 
1\ll"pl"UiAI 111 nn ot tiM aNn, ,_. all ot.ber • J or clarabl.e l oocla 
l.Dd~&~~t.riaa, llecuber 19)') au ..,. b1aber \ball a 7Nr q o. 

IZ"'Ol ~ •-t.al................. . . . . . . . . . . . . . . -u ,..rc•'­
Jcm.te.rroua - -\ala....... . .. .... ... . .. ........ - • • 
£lac\r1cal eech1MI7 • .. • .. .... • • .. .. • • • • .... ~ • 

aaebinerr (o~) ••••••••••••••••••••. .. ..•• - 7 • 
Trllllaport.at.10D ~lai~l. (~\ uato•) ...... -36 • 
Fllnli.ture All4 ot.t.r n•• > • 18ba:r.... .... .. -z.: • 

SIC11Ifl~JJICE1 Thb aleolow!BI 1a - '111111Mu "c..-ta tor toM 
6ecl1a• 1a ,.-ocblc\loa 111oe 1a procreaa. !be iles- IIN.I'cl'• ta­
du o! lDdust.rial JII"'CbK Uoa - llO tor 1•11&1'7 att.ar 128 tor 
DK-.bar. Ia M4 prnioul.T f1&unll oa llS t._ febn&JT, 1M. it. 
looU - U , ...... lt. d ll lie l II perbapa ll:C , (Sea a\~ollact 
cb&rt tor S..tor7 plcan.) 

mE ru r D!C. fWP at - _..,., bu liMa ratleoW 1a deci4ecl -·Deu 
1a priou ot llldll.\rlal na •terialAt a1aua Ula tirat. of \loa TMI'• 
( ... at.\*ebed cbal't..) .lhout. -t.biM of tiM a4ftDCI 111 Uda 
- 111\ln 1.DMx 1111haq-t. \o toM at.brealt ot war baa be• Clll­

oallect. 

UAII'LIII 

a.c1 D• 1e• .. ~ :z. ,~ 
l Ill! 1 
~ <-t.a pel' a.) u .,o U.25 
11M • 6.)9 , ... 
loud la\'O ~ n a brl ., 'C! 5e50 ,.oo 
fta •• 49.00 .u.oo 
a.. •I I~ • 1J.OO u.oo ........... ~~.~~~ 1'·"' 17.0S 

lila. ~-,_a. 4.10 ).aD 

Pita\ •• _ .. ,...,...., ,.,.. ,.. 
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COI\ P'EREiiCB YJI'm UHDERSBCRE'l'ARY February a, 1940. 
llaOO a .m. 

Present a 

H,lt.Jrl 

Bell: 

f! ,M, Jra 

Bell: 

Bell: 

Mr. Bel l 
Mr. Cotton 

Dan, I thought there •~e so much, we might 
1111ke a record, if you don't mi.nd. 

I don ' t mind . I have got a lot of stuff 
here. 

This is Haas ' memornndum (February 7) and he 
took the New York Times arti cle on what the 
President said, There was no formal statement 
or anything. Here is what the President said, 
in effect , and this ie what Dewey said, see. 
Now, the President intimeted from his statement 
that there was no change in the total local 
and private debts and then be said that - I 

mean, the total s overnment debts , that is , 
state and government, and the private debts , 
he sai d , were much lower, and then he said 
the total debts were lower. 

Now, Dewey says that the total governmental 
debt increased 2Gt billion and that is all 
government , because the state and local only 
went down a bout 130, see, but the private 
debts were 17! bi llion less than they were 
back 1n ' 32. Therefore, there baa been a 
net i ncrease in tbe total debt of 9 bi llion 

dollars. 

Tba t is what Dewer sa yeT 

That is what Dewey sars , and the figures 1n 
tbia A.A.A. report bear that out . 

What do you mean by tha tt 

This 1s gotten out b7 the economists 1n the 
three A • e . Dewey says the President could 
have consulted thi e report or the Treaeury 
report. The onl y thing he could have coneulted 
1n this report was this f i gure and that was -
we didn't t ake in pr ivate debte at all. Bow, 
there ie the 149, Which is '32 that Dewey 
quotes , and there i s the President's figure -
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H. M.Jr: 

Bell : 

H. lf. Jr: 

Bell: 

H. M. Jr: 

Bell : 

B. l!. Jra 

Bell: 

H.l!.Jr: 

Bella 

H. II: .Jrr 

- 2 -

I aean, there ie the total t1gure, wbi<:b 1a 

a difference of 9 billion, showing an increase 
of that much. If the Preeident had taken '30, 
160 million, he would have shown a reduction 
of 3 billion dollars . He should have taken - -

Well, th1a 11 Lauch Currie 1 s fault. 

I don't know whose i t 11. I should sa,. t hat 
I would let the White House answer it or the 
Democratic Colllllittee . 

Thia is the memorandum and Dewe,.' s statement 
and we won't do anything elae unless we are 
asked to. 

I wouldn't . 

I was asked at mJ press conference and I said, 
"I am not goin,g to make any co11111ent on that." 

That is right. Here is Basil Harris' recom­
mendation for reinstating those three CUstoms 
stations . I hate to do i t , but I suppose 
there ia nothing left but to do it. He does 

it on the basis of the new revenue s tatements 
1n those d1str1 eta , but the real reason is 
McKellar. 

How much is involved! 

About '70 or 80 thousand dollars 1n smplojees 
down there ia the main thing as far as 
MCKellar is concerned. 

I guess he is up against it, 1an 1t beT 

I think ao. I think be has got to do it. 
It burta to do thoae th1nga. 

Mow, I wanted to show you a pi cture on the 
financial a1tuat1on and I think • han got 
to wait a while juat to aee what Congress 
doea with t h1a mole budget before we can 
come to an,. def1n1te conclusions , but --

Eltouae ae juat one seoond. 
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Belli 

B,I!, Jr l 

Belli 

H. I!,Jrt 

Belli 

H, M,Jrl 

Bella 

- ~-
our Savina11 Bond11 ar11 oolling 1n, or cour11e, 
pretty ta11t, and the only financing we con­
te~~plate in th1a picture h the 150 adllion 
tor, 11ay, RFC or Gb1111110dity Credit 1n Jfay, 
anc1 500 adllion in JUne and then another 
150 adllion tor Collllll0c1i ty Crec1i t or RPC, 
whichever you care to have, In July, 250 
million tor Straue, Be 1ay1 he want11 200 
adllicn between July anc1 October. We -y 
have to carry h1a tor a few months. I put 
200 million 1n Sept•ber, beoauee under this 
set-UP we wouldn't borrow any lllDney 1n 
Sept.lber, All to our balances, they run down 
to a billion one 1n June and that 111 alllloat 
1n accord with the budget, 

Good. 

But juet taldng t his p i cture u it 111 and 
tying it up with the budget, plue the Govern­
ment agencie11 outeide or the budget, you get 
your balance II down here, eee , and here you 
come down to a m1nue. I did that to 11haw 
you whet ill 1n tb.h picture. 

That ie Kay, '41, that is a adnu11f 

'l'ha t ie ri@Pt. How, there is not 1n this 
pi c ture the t wo iteme that the President hac1 
1n hie budget, one, the '700 million to be 
returned from the corporations and the other, 
the 460 million or additional taxes. '!hey 
are trying to get rid or the add1t1onal taxea 
on the Hill. I tbought you would like to 
know how the deficit 1a goina to look on 
Dec•ber ~1. 

Wbat year' 

1g40, Tbat il 2 billion '7'70 \hat we start 
out with 011 Febru&l'J 1, borrowina power, and 
we add u. 8. SAvina• Bondi, which we eatt..tl 
will be a billion me, including the tuture 
accrual or d1acount, the old age re11erve, 
un-.plo,-t truat, retlreaent f\uld11, and eo 
forth and new money, that 11, -jor t1nancina, 
500 111111011, wldns 1t two b1U1on e1@Pt and 
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f! , li, Jr t 

Bell i 

P. .ll. Jr: 

Bellt 

H. ll. Jrs 

Bella 

H. lt , Jra 

-. -
then we have sources of debt decrease which 
is 45 milli on of Treasury billa hanging over 
until June and miscellaneous items and the 
month-to-month debt retirement brings it down 
to 2 bi lli on 527, ac that you would bave a 
leeway on December 31 of 243 million, exclusive 
of your 460 taxes and your 700 million of 
returned money, 

Now, your balance on December 31, according 
to tbis figure , would only be 500 million, 
Now, tbat is running awfUlly close. 

Too close . 

I think it is nothing to worry about just yet, 
but along 1n April and ~y we have really got 
to get down to brass taeke on this thing. 

Now, I think that if we got in a pinch we 
could buy some of the stabilization fund gold 
to carry us through January to get tbis thing 
througn or we could refuse to invest old age 
reserve accounts , 500 million, I don't believe 
you can do it on the unemployment trust, be­
cause we have to give them their interest 
figures every quarter, 

How do you mean, bu7iog stabilization gold! 

We can buy two qr three or four hundred million 
dollars of stabrl1&ation gold and put it 1n 
the general fund and then when you came to 
December, tbie 737, -ybe you could retire a 
couple of million. 

Why in the hell aren't we going to get that 
700 million! 

I am not saying we are not, but I think pretty 
soon we have got to take a stand with the 
I!Udget that i t 1e neceuary that the7 do eo-­
thing very definite before Congroee leave• 
town, in case they need legi•lation, and we 
will go to bat for it . 

The one t hing that you have - did you uk 
for any new .ane7 1n March! 
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Belli 

H, V. ,Jrl 

Bolli 

H.M.Jrl 

Bolli 

H.I!, Jr l 

Boll i 

H,L!,Jrl 
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No. We are cont-plat1ns retUDding the 
'73'7 1n June and the bonde. I have got a 
call here I want to talk to ,ou about. 

But no new money? 

No. 

An)' new money in JUne? 

500 million. Our balance here geta down to 
a billion one and it would be only 600 million 
u· you don ' t borrow. ~t juat about bite the 
budget balance. It -y be here that you could 
1ncreaee Co111110dity Credit t o 200 and RPC to 
200. 

195 

Why don't they go through with that '700 million? 

I think they are working on it, but I think 
they are a little elow. I think they have 
got to move up their clock before April. 

Why don't we wri te a letter on the '700 million! 

Well, you could do that or I could get 1n touch 
with Smith and just say 1t 1e 1111portant that 
we have this thing eettled before Congrese 
leaves. 

I would do that. 

I juat wanted to ehow you that that 1e the 
picture. We might ae well dheuee that 
call thing before we get away from it. 

There are 353 milli on or 3-Z/8 percent bonde 
to be cal led on June 16 and that call notice 
baa to be tour month• ahead or t111111 , 'llhi ch 
• an• i t baa to be releaaad on the 13th aD4 
go out to the bank• on the 14th. That ia 
j uet a letter on the public debt a e a matter 
or procedure ( Pebl"U&l'1 8). 

'l'bat 1e a call noti ce which goea out t o 
reg1eter ed owner• and all tbe bank• and 1a 
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:published in the papers all over the country. 
( Pe bruary 14) . 

Tb.1e ie the preea release: "The Secretary in­

dicated tb&t it 1a probable tb&t prior to the 

redemption date hol ders o!' these bonds may be 

offered the privilege of exchanging them for 
other obligations . • That is the usual thing. 

'!'hie rill be released on the morning of the 
14th. 

I eee. 

You gave me this thing from the Pree1dent to 
handle. Do you want me to handle that at a 
Cabinet meeting ecmet1me , just diseuse it with 

them and tell th- wb&t we did? 

Yes, You will be going to Cabinet tomorrow. 

And I could just tell hUll what we did at our 
meeting. If he wan t s it changed, we will have 

to chan.ge it. 

196 

There were two thing s I wanted to discuee . One 

was whethe r or not you would be willing to set 

up a permanent fiscal orga.nization within the 

Treasury under the reorganization po-rs, if -
could set it up . You remember we talked about 

our permanent thing last year and there hae been 

a lot of talk about a permanent Undersecretary. 

I don ' t think that ought to be done. I don ' t 
think there ougllt to be a pe:nnanent Undersecretary, 

I mentioned 1t to the President and he said under 

the Brownlow Plan tb& t the Secretary and the 

Undersecretary should be Presidential appointees. 

I think that is right. 

But he didn • t say anything about Aesis tan t Secre­

tary . Evidently there ie a Brownlow Plan on 

this thing. 

They feel that everything under the Undersecretary 

ought to be Civil Service . That plan wasn't 
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aooepted an4 I think there ia a feeling 
ot the la97ere and the Budget that we 
could eat up 1n the Trea8U17 a peraanent 
tlecal organization, headed b7, eay, a 
tleeal assistant secr etary, peraanent 
it 1l)U wanted to do "ttat, and then all 
the agencies under that eat- up would be 
Civil Service. 

I am ror that. 

We could get rid or the political appo1nt­
-nte 1n Trea8U17, Aaalatant Treasurer, 
Treasurer, Registrar, Aeeietant Registrar. 
We could bring 1n tbe •en, but they taven 1 t 
been put under thla. 

~y not put them in? 

I think 'lhOIIIPion would be in favor of that 
eo that you oould etraighten that out. You 
aig\lt have to write into this order that the 
people who are now holding jobs would hold 
them until a otange of adainiatration, but 
then they would be tilled by Civil Service 
employees. 

Couldn't you have t tat ready tor me when I 
cc.e back? 

I want to work on it while 1l)U are •-7· 

I would like Harold oravea to be uaed on 
that, too. 

Thia S:e the reorgan1sat1oa, handled 1n l41'17 
Barnard ' a place, and then 1n oonjunct1CIIl with 
Budget people --

Get the th1 nga tlxed up and_ I would be de­
lighted to aee it go throUgh an4 lave 1l)U 

Mad 1t. 

well, I - 1ntereatod, ot oourae, 1n., par­
-ent at&tv.a. 

• 

• 
• 
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• 
• 
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Naturally, I would be delighted to do it, 
but in the matter ot the set- up, I think 
that Graves i s so good on reorganization I 
would like you to use him. 

Yeo. He is a good boy. llell,' I d1dn • t want 
to be 1n the position ot taking the Mint out 
tram tmder Harold and putting it under my 
organization. 

Well , ask him. 

I don ' t care , 

Aek him. 

o. K. I think 1bompson would like to see it 
set up permanently. 

' 198 

Then when I come back you will have something. 

That is all I wanted to do , was study and con­
sult the Bureau or t h e Budget while you are 
away so we will be reo.dy to shoot . We have 
got a deadline ot Llarcb 1. 

I will be back by the 19th. 

Yes, I know you will. We have to pretty well 
prepared right away. 

You had no chance on annuities, I take it. 

Jlo. 

Altmeyer and Kiss Perkins wanted a copy ot the 
m&IIIO randum. 

Give it to them. 

You have no obje otionT 

No. 

Some tble ago I talked to you about a special 
depository bond. Remember, I told you we were 
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having difficulty getting these banks tc do our business on social securities , particularly unemployment trust. Some of th.em said that they didn't want to pledge high premium bonds for these accounts. They said , "You probably will tell us we have to liquidate the account at a time when Government securities are selling much below what we pay for them and then we have a substantial loss," and they have said, "Now, if you had a depository bond which we could buy and would be redeemed whenever the account goes out and either at the option of the Secretary or the bank, we could go along. " That just sui ts our sch~e, because whenever we walk into a bank and say, "What are your cost figures t" one bank will say, "We are earning three and a halt'." Another bank will say, "We are eaming two and three- quarters," and we have go t to take their figuree , whereas if we had these bonds we could take two percent ard their earning on that depos i t and then apply it as what they do for us and a service and I think it would he l p us out . 

Can we do this? 

Yes , this hae been thought over for months. It has gone over the legal starr and 

Well, would they deal in them? 

No , they would be registered in the name or the bank , held by the Treasurer of the United States 
and not transferable. 

What is the mat ter •11th them? 

I think it is the thing tc do. 

Do we have to get legi elation? 

No, we have got plenty of authority. 
That ie the letter to the President. (February8) The 11.a1t would be 75 million. I thi.nk it 
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would enable us not only to get depos i ts 
but also to qualify them for doi ng the 
financial agency business without a de­
posit . 

I see. 

?00 

Now, there is the press release (See attached copy). 
I don ' t know whether you want to - the 
lawyers have all been over it. 

Now, this is 1n response to the Senate 
Resolution 150 . I just brought these 1n 
to show you. You see, there would be a 
book like tha t on eaCh agency , Federal 
Land Banks, and t h e contents of t his book 
is uniform for every agency, h i s tory and 
development, financial poli ci es , account ing, 
auditing, collections and disbursing, sources 
o.nd uses of fund s obtained f rc:m the Treasury , 
inter- agen cy relationships and financial 
operation. Each book contains thll t content 
of eaCh a gency. 'L'hen the second book con­
tains all the financial data for a period 
of ten years, if they go back that far, and 
they are all as nearly uniform as we could 
make them and t hen Book 1 will have this 
letter 1n it from you, which 1s 23 pagea 
long, plus a consolidated - Book 2 will be 
a consolidation of all of these statements. 

Do I sign thh? 

Yes . There isn't anything in this letter, 
except we are suggesting tha t t he Comptroller 
Gener al audit these accounts and that he be 
authorized to go outside and hire public 
accountants, doing it on a commercial basis, 
furnish us a copy of the audit so that we 
can make a financial review, and call atten­
tion to the fact that the President issued 
an executive order in 1934, I think it was, 
directing all of these a cpounts to be audited 
by the Comptroller General and further, that 
he directed them to submit the reports to us , 
which we report in a consoli dated statement 
once a 1110n tb, &nd al eo that be re eo=ended 
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to Congreaa t he Co-.,ditJ Credit aDd then 
next 7ear followed it up with the reoom­
mendat1on that all the othere be on that 
bade. That 1a the onlJ thing 1n there 
that t he departmenta mi ght get peeved at 
the Treaeuey about, but I think it 1a a 
darned good recommendati on. 

I do , too. 

Cochran - the CoDmittee on Expenditures re­
quested a stat ement trom JOU on the oo~nte 
and r eoo-ndatione contained in the annual 
report or the Comptroller ~neral or the 
United States on the subject of accounting 
and a ccountabilitJ• We have written th1e 
lo-page report and there are eome little 

cauet1c remarks in it, but I think m&Jbe 
eometiauu JOU have got to be that ftJ• 

Well , I will take it. 

Vlell , the Comptroller General said that - criti­

cized Congreee for granting relief to the 
disbursing officers. He eaye the diebur eing 
officers are paid for t heir reaponei bility and 

ought to be held liable for their money. Allen 

gate $7500 and dia~aed 6t million. 

And J OU came to hie deteneef 

Yea, and all the other diabureing otricere that 

d1abureed millions or dollars. I don ' t know 

whether JOU aaw this about the Post D1apatch. 

That 1e stewart llcDonald1e pet proJect 1n 

St . Louie and the insurance companJ had to 

forecl ose. Tbere ia a ll or that atutr . It 
sa7a Uncle SUa bolda tbe beg. We had to baue 

debentures t o the i nauzance OOmp&DJ• It ia 
a million and a half dollar proJect. 

I 1m- we bad a lot or crit1ciA about that 

thing when thaJ t irat nnted to make i t . 

Well , it ie i n our banda. 

• 

• 

• 

201 

Regraded Uclassified



Bell2 

B. !l.Jrl 

Belli 

H. II . J rl 

Bell: 

H. M.Jrl 

Belli 

H.ll . JrJ 

Bell2 

• 

- 12-

Jlbat waa the -tter with itt 

Ap~rently it didn't pay. It 1a a big apart­
ment house project out in a section or the 
city where people who have the money to pay 
the rent would not live, ao Gene Sloan tells 
me. He said it waa the lausbing stock or 
the coiiiiiiUXI1ty out there. I juat thousbt you 
would be interested in it. 

When they are guaranteeing, whether it 11 
homes or loans or buaineaa •en, they ougnt 
to keep them down to $25, 000. Then 1f one 
goes bust, another •Y not. 

Tllie guarantee thing has to be handled very 
ca ref'ully. 

Is that allT 

Yea, that ie all I have got . I have gotten 
through sooner than I expected. I know what 
Cotten wants. 

What does ha wantt 

Well, he thinks -ybe that - wa had a auccasa 
ot making a suggestion the other day tor a 
tempora.ry arrangement w1 t h Colombia. You 
-de that suggestion and they grabbed it. Bow, 
both aides here are atra1d to make auggeat1one 
because they are a f raid the other one will try 
to trim 1t down, ~rt1eularly 'l'rapb.agen 1a 
willing to ccmprom1se a lit t le but he ian' t 
willing to put i t forward because he said, 
"It I do, they will just do Wbat they did be­
tore, they will trim it. They were up to 
two million one ttae and I was down to a 
million eignt. • 'wow, it we could ju1t put 
down on paper ac:ae auggeetiona and eay, "Well 
now, here ia --• 

All right . Joe Cotton wanted u to put the 
preeaure on Ooloab1a. 

Jo, I wvuldn't do tbat. 

• 

• 
• 
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But that 1e what he wanted me to do. In­
stead or that, I put the pressure on the 
Bondholders 1 Oollllllit tee and we got results. 
Joe and I are just a hundred percent apart 
on th1e thing. 

Supposing we just sai d we had a l i ttle 
success with this other suggestion and, 
"Here is a suggestion i f you are about to 
break up you can take tor what it i s worth. 

It it has any merit, the t wo of you oan get 
together on it." 

I don ' t even know what the suggestion is. 

I don ' t either, but it is sane t wo adlllon 
dollars and then there is the 11adtat1on 
on it that if the exports tall below, eay, 
19391 why, they won't have to pay any more 
than a certain amount . 

Dan, without 

I woul d hate to see this thing break up. 

If that wae a psychologi cal aucoeas , it was 
just nip and tuck and Jeaee Jones was tired 
and Welles was anxious tor a success and 
Traphagen wanted i t and I just happened to 
hi t it when the iron was hot and everything 
melted. I might do it again and I might be 
unlucky. 

(Mr. Cotton en tered the conference) 

It was juet a p i ece of Morgenthau luck . 

Wall , it went very well and I thought they 
were very pleased to get it . 

llr. Traphagen called .. yesterday, day be­
tore, I guess it was and I talked to Mr. Bell 
a 11 ttle about it. It you will re!DIImbe r , 
he wrote me a letter setting forth the pro­
poe1t1on for a pe~nent settlement he thought 
he could get through the Oouno1l. Since thle 

• 
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te~~poN.rJ asre~t -· aareed to, M put 
it up to tba CoUDoll aDd aald be could get 
it tbrough. I thought 'JOU lllght want to 
conaider lt. He aa7a that be la unw1111Ds 
to put it toJ.OWard, because be teela that he 
wlll be treaded on. Be th1Dka tba t baa 

·happened before, but if the Colo11biana would 
put it up, he would accept it and could 
guarantee getting it through. I told b1a I 

would tell 'JOU about it. 

What is the proposal! 

Well, this sUIIII&rlzes it (handing proposal 
to Secretary) • 

Well, it is juat a -tter ot pb,-llcal tS.... 
I can't ait down with tbeae gentlemen between 
now and 5s00 o 'clod!:, And, a a I was aaJ'lng 

204 

to Bell, I think we ,had a piece of luck the 
other da7 that everrbod7 j ua t happened to be 
ps,-cbologlcally read7 to state that the)' wanted 
to settle and lt waa a piece of luck, but with­
out seeing tbeae people face to .nt.ce, I wouldn't 

want to - I wouldn't know What would happen. 

Does I.&7l1n know an7 part of th1a' 

Ko, not unleu Traphagen told hla. I talked 
with I.&rey Duggan a little bit about it. Be 

waa over here one da7. I explal.ned it to hia 
and I think be hoped tbat poaaibl7 acaetbing 
llight be done with it, I - not very optimlatlc, 
because I tb1Dk the)' are still pratt,. tar apart, 

but tbh ia at least sCI!Ietb1ng the Council would 
accept. !'low, Whether it would be the tiae to 
uae it, or Whether lt can be uaed, it 111 bard 

to tell. 

What do JOU think, Dan' Whatever 1e folng to 
be done, you are going to have to do t 1n 

tba next ten daya. 

Well, I tb1Dk that thia 4 percent rate 1D 

• 15 yeara lllght be a atuabllng block • 

• 
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I told b1a I d1dn1 t thi nk be could get thia 
settl•ent on that interest rate the way 
things were going and he said well, it was 
as rar as he could go, that they would pre­
f'er to stand on the temporary settlement , 
that they would not cut this down, I think 

he varied the sinking tunc1 provision a little 
bit, but not on the interest. He is a pretty 
straight f'ellow, I think. That is his last 
word . 

Well, perhaps you might want to - I just 
show &d. it to Duggan, I mean. It 1 a not in 
the possession of the State Department or 
Jones or anybody else. 

Y/ell, it might be that 1t you have no ob­
Jection that 1f they ask tor a meeting that 
we might get together w1th Jones and Welles 
beforehand and Just discuss as to how a thing 

11lce thia might be handled. 

I will leave it to you. 

If we think the tillle 1s good or we have 
another psychological situation as you re­
ferred to, maybe we can put 1t forward as 
Just a suggestion for consideration rather 
than seeing the negotiations break down. 

Right. I would suggest that when you get 
this note from Traphagen - it seemed to me 

the Ambassador ' s letter to you was not ~ite 
complete in the sense of be didn 1 t me~t1on 
when the interest would be paid. You said 
it ought to be paid half on the 15th. He 
doe an' t say that in h1a letter and also he 
doesn ' t say anything abou t the negotiations 
to go forward on the guaranteed debt , either, 
which were specit'1c enou~. So I think when 
Traphagen writes us, in a transmitting letter, 

or something , we might say issues have been 
called to our attention which were agreed to . 

It 111 a good point . 

205 
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All right. 

'lbulk ,ou. 

Be doem't aa7 an-,thlng about !~ 1n h1a 
letter, doea be, Trapbagent 

Baa the Traphagen letter come 1nt 

I hadn't aeen 1t. 

llra. Klots jua t banded 1 t to -. 

I aee. 

Well, he doean 1t ~t1on 1t, either, doea bet 

Jo. 

Turbay aa1d he would do that. When Welle~ 
calla 1118 up toda7 on tb1a thing, I will 
remind him to relllind Tuz:ba7 1t 1a to be tbe 
15th. 

• 

•• 

• 

• • 

• • 

206 . 

' 

• 

Regraded Uclassified



I 

TREASURY DEPARTMENT ~07 

INTI" OFFICI COMMUNICATION 

oAT~ February 7, 19~ 
TO 

SubJeot; 

:::~$~ 
State~~; the President and of Kr. Thomas Devey 
with Respeot to Debts 

No text is available of the President ' s statement of 
Monday, February 5, with respeot to the movements ot publio 
r.nd private debts sinoe 1932. \'/e are relying in this memo­
randum, therefore, upon the account ot t he President ' s re­
marks appeari ng in the New York Times tor Tuesday, February 6. 
The text of l·rr. Dewey' e retort Is quoted in the Ne...- York 
Herald Tribune to~ Wednesday, February 7, 

l!r, Dewey statse that he obt ained h1s figures from a 
report by t he Agricultural Adjustment Adciniatration, Divi­
sion ot Program Planning, Agricultural- Industrial Relatione 
Secti on, A copy ot th1s r eport is attached to this memoran­
d~l . As will be eeen frJm the following t able coaparing the 
st a t ements of the Pres ident o.nd ot 1-!r , De11ey with the tiguru 
in t hA AAA report , Mr . Devey did follow i t very carefully, 
deviating only to round figures . 

Changes in Publio and Private Debts Since 1932 

Federal debt 
(1~oluding agencies) 

State and local debt 

Tot al Government debt 

Private debt 

Total debt 

• No tigure given, 

; 
: Pre~~aent ; 

. • 
Dever ; 

• • : 
In m1ll1o~s of dofiare) 

• • + 26,619 
---·-- ::;-_ _:.1,;!.30::, - 130 

No obange + 26, 500 + 26, ~9 

Muoh l over - 17,500 - 17,582 

I.over + 9,000 + 8,907 
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It will ~ OblarYid, on tbl faol of tbl OO~IOD, tbat 
the alleged t9 b1lliOnl 4110Npi.DOJ il reall7 a 4110Npi.DOJ Of 
at leaet that &IIOilDt, plua tbl a11011nt ot tbl 41o:Nall wbioh the 
President ma:r han bllhnd to han taken plaoe in & total 
publ1o and pr1Yate 41bt einoe 1932. Aooor41J11 to both Dner 
and the AAA report, th11 total roae about t9 bUlione &lrilll 
the period under ooneiderat1on. 

The tiguriB in the AAA report are in eubetantial agree­
ment •1 th those ot the 'frlaeurr with reepeot to rederal anA 
State and looal debt1. They are taken troa the table• on tax.­
exempt eeouritiee in the annual report• ot the Beoretar:r ot 
the Treaeur:r, and are on a sro•• bide. In leYeral plaoee 
the AAA report usee prelia1nar;r tigurea or e1t1aatee tor whloh 
better t1guree are now aYallabla but none ot th11e aake an:r 
subetant1 n dltterenoe, A oo11parieon ot the AAA t1gurea w1 th 
the pub111hed 'frlaeur:r tigure• 11 oontalned in the appendix to 
this me1110randum. 

The tiguree with raspeot to pr1Yate debt are, ot oour1e, 
subject to a wide marain ot error an4 do not purport to be in­
clusive ot all euoh 41ote. !her appear to haYe been drawn troa 
standard •ouroa1, howeYer, aDd there eeeae to be no a priori 
reason •hf they lhould be ohalleJIIed • 

• 

• • 
• 
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.APPDIDIX 

Oompar1eon ot Publ1o Debt Stat1st1oe Presented 
by AAA and 1n the Treasury Annual Report tor 1939 

(X1111one ot dollars) 

u. s. direct debt 
June 30, 1932 
June 30, 1939 

Debt ot Federal 1nstrumen­
tal1 ties 

June 30, 1932 
June 30, 1939 

State and looal debt 
June 30, 1932 
June 30, 1939 

Total Governmental debt 
June 30, 1932 
June 30, 1939 

: 
: 

2,130 
8,021+ 

19,330 
19,200 

l+o,62l 
67,110 

Treae-
: ury Y 

19,162 
39,892 

2,130 
7,988 

19,~30 
19, 26 

l+o,622 
67,506 

Treasury Department, Division of Reeearob and 
Stat1et1oe, 

: Eioeee (+), or 
det1o1eno;r (-) 
ot u.J. t1guree 

+ 

1 
6 

36 

- 1+26 

- 1 
- 396 

rebruar;r 7. 19l+o. 

!/ Grou amounte outetand1ng ae 
our1t1es, pp, 508-12, Annual 
Treasury tor 1939. 

ehown 1n tablu on t~-u:upt ee­
Report ot the Secretary ot the 
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